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Arthur F. Burns

The Anguish of Central Banking

Arthur F. Burns, who died on June 26, 1987, was
Chairman of the Board of Governors of the
Federal Reserve System from 1970 to 1978. The
Sfollowing article is a reprint of the address Dr.

The international monetary system, which has
been in almost constant turmoil during this de-
cade, has benefited recently from several devel-
opments. Under the amended Articles of Agree-
ment, the International Monetary Fund can exer-
cise firm survcillance over the cxchange rate
policies of its members and is therefore now in a
position to move the nations of the world toward
a rule of law in international monectary affairs.
Another promising development is the establish-
ment of the European Monetary System, with
the aim of maintaining relatively stable exchange
rates within the Common Market.,

A third positive development is recognition by
the United States that the persisting deficits in its
international current account must be eliminat-
ed, and that in the mcantime decisive interven-
tion to protect the external value of the dollar
may well be needed. The conventional theory
that a depreciating currency is beneficial to a
nation’s foreign trade and to its overall economic
activity has lost its appecal within the American
government. The officials concerned with ¢co-
nomic policy have learned that whatever merit
may in some circumstances attach to this theory,
it is a dangerous guide for a country whose
currency is still the centerpiece of the interna-
tional monetary system. **Benign neglect’” of the
external value of the dollar came to an end
dramatically, and 1 would hope irrevocably, in
November 1978.

This and other constructive developments sug-
gested carlier in 1979 that a closer approach o
international equilibrium was under way, and
calm returned for a while to forcign cxchange

NoTE. Permission to reprint this address was given by the
Per Jacobsson Foundation. Dr. Burns acknowledged the
counsel and assistance of Dr. Arthur Broida.

Burns gave as the sixteenth Per Jacobsson Lec-
ture, at Belgrade, Yugoslavia, on September 30,
1979. The Federal Reserve reprints the lecture as
a memorial to Dr. Burns.

markets. But uneasiness about the monetary
system, particularly about the future of the dol-
lar, has continued and in fact intensified this
summer. There have been ample reasons for
concern—among them, the political convulsions
in Iran, the enormous ncw increases in oil prices
by OPEC, the narrowing at times of interest rate
differentials between New York and foreign
moncy market centers, and the limited progress
in developing an eftective energy policy in the
United States. While all these factors contribut-
ed to nervousness, what has been most disturb-
ing to foreign exchange markets in recent months
is the rcacceleration of inflation in the United
States and in much of the rest of the world. Even
Germany and Switzerland no longer qualify as
islands of stability.

This unhappy development is one more indica-
tion, if any were necded, that the current insta-
bility in international finance is largely a conse-
quence of the chronic inflation of our times and
that stability will not return to the international
monetary system until recasonably good control
over inflationary forces has been achieved in the
major industrial nations—and cspecially in the
United States. This critical consideration at once
raises scrious questions: Why is the worldwide
disease of inflation proving so stubborn? Why is
it not yiclding to the various efforts of the affect-
ed nations, including some determined efforts, to
bring it to an end? Why, in particular, have
central bankers, whose main business onc might
suppose is to fight inflation, been so ineffective in
dealing with this worldwide problem?

To me, as a former central banker, the last of
these questions is especially intriguing. One of
the time-honored functions of a central bank is to
protect the integrity of its nation’s currency,
both domestically and internationally. In mone-
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tary policy central bankers have a potent means
tor fostering stability of the general price level.
By training, if not also by temperament, they are
inclined to lay great stress on price stability, and
their abhorrence of inflation is continually rein-
forced by contacts with one another and with
like-minded members of the private financial
community. And yet, despite their antipathy to
inflation and the powerful weapons they could
wicld against 1t, central bankers have failed so
utterly in this mission in recent years. In this
paradox lies the anguish of central banking,

My aim today is to consider the causes of this
paradox and its implications for the future. Much
of what I say will incvitably reflect lessons that 1
learned during my service as Chairman of the
Federal Reserve Board over an cight-year period
that ended about cighteen months ago. This may
be a good time to reflect on that experience; a
year ago I was probably too closc to it to have
the necessary perspective, and a year from now
the sharpness of my impressions may have begun
to tade.

I shall focus matnly, although not exclusively,
on the United States. That is the arca that [ know
best, and 1 also belicve the American ¢xperi-
ence—despite some  unique  aspects—is  fairly
representative of that of other industrial coun-
trics. The developing nations have their own
characteristic sources and patterns of inflation.
Nevertheless, in our interdependent world, cco-
nomic conditions in the United States and other
industrial countrics arc bound to have a signifi-
cant bearing on the fortunes of developing
countrics.

By way of introduction, I might note that during
much of the period since the end of World War
LI, overall cconomic developments were, in the
main, satistactory. By prewar standards, reces-
sions were brief and mild through the mid-1960s,
both in the United States and in other industrial
countries; world trade expanded rapidly under a
beneficent regime of stable exchange rates; and
living standards rose impressively throughout
the developed world. In most industrial countrics
inflationary pressures were  troublesome from
time to time—as in the immediate postwar years,

during the Korean hostilitics, and for a couple of

years after the mid-1950s. ‘These pressures were
more substantial in some countries than in the
United States, but in none did inflation appear to
be out of control.

From 1958 through 1964, the United States
enjoyed a remarkable degree of price stability.
During that stretch of six years, the wholesale
price index remained virtually unchanged and
the consumer price index rose at an annual rate
of only a Ittle more than [ percent. And then the
inflation that has cver since been plaguing the
American cconomy got under way. Average
wholesale prices rose at an annual rate of 2
percent from 1964 to 1968, 4 percent from 1968 to
1972, and 10 percent from 1972 to 1978, This
pattern of accelerating price inercasces is found in
other countries also, although rates of increase
have varied widely, and in most industrial na-
tions the acceleration began later—typically in
1969 or 1970,

Analyscs of the inflation that the United States
has experienced over the past fifteen years fre-
quently proceed in three stages. First are consid-
ered the factors that launched inflation in the
mid-1960s, particularly the governmental fine
tuning inspired by the New Economics and the
loose financing of the war in Victnam. Next are
considered the factors that led to subsequent
strengthening of inflationary  forces, including
further policy crrors, the devaluations of the
dollar in 1971 and 1973, the worldwide ¢cconomic
boom of 1972-73, the crop failures and resulting
surge in world food prices in 1973-74, the cx-
traordinary increases in oil prices that became
effective in 1974, and the sharp decceleration of
productivity growth from the late 1960s onward.
Finally, attention is turned to the process where-
by protracted experience with inflation has led to
widespread cxpectations that it will continue in
the future, so that inflation has acquired a mo-
mentum of its own.

I have no quarrel with analyses of this type.
They are distinctly helpful in explaining the
American inflation and, with changes herce and
there, that in other nations also. At the same
time, | belicve that such analyses overlook a
more fundamental factor: the persistent inflation-
ary bias that has ecmerged from the philosophic
and political currents that have been transform-
ing cconomic life in the United States and clse-
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where since the 1930s. The essence of the unique
inflation of our times and the reason central
bankers have been ineffective in dealing with it
can be understood only in terms of those cur-
rents of thought and the political environment
they have created.

Historically, Americans have had deep faith in
the concept of progress—in the idea that it was
realistic to expect to better one’s own lot and
that of one’s family in the course of a lifetime.
During the greater part of America’s history,
government intervention in economic life was
only peripheral. Personal progress was generally
viewed as a reward for personal effort—assisted,
perhaps, by good fortune. Provision for bad
times or other contingencies of life was deemed
prudent, but that was a private responsibility.
The American’s way through lifc lay along the
road of self-reliance; only in extremity did he
look to government or his neighbors for econom-
ic assistance.

This tradition of individualism was shattered
by the cataclysmic events of the 1930s and 1940s.
The breakdown of economic order during the
Great Depression was unprecedented in its scale
and scope, and it strained the precept of self-
reliance beyond the breaking point. With one-
quarter of the labor force uncmployed, personal
courage and moral stamina could guarantee nei-
ther a job nor a livelihood. Succor finally came
through a political idea that was novel to a
majority of the American people but compelling
nonetheless—namely, that the federal govern-
ment had a far larger responsibility in the eco-
nomic sphere than it had hitherto assumed.

Under the New Deal the federal government
undertook extensive projects of public construc-
tion and offered work relief as well. It gave direct
relief to the needy—a function previously per-
formed only by local authorities or private chari-
ty. It established unemployment insurance and
old-age pensions. It took steps to raise wages and
prices with a view to fostering economic recov-
ery. And beyond these innovative actions, the
federal government greatly extended the range of
its regulatory activities. It intervened massively
in the securities market, in banking, in the public
utilities industry, in the housing market, and in
the farm sector; and it gave labor unions broad
new rights and powers. Together, these and

other New Deal measures laid the foundations of
an activist government—a government responsi-
ble not only for rclieving suffering and insuring
against economic adversity, but also for limiting
“harmful”’ competition, subsidizing ‘‘worth-
while’” activities, and redressing uncqual bal-
ances of market power. In less than a decade the
government became a leading actor on the eco-
nomic stage.

Just as Americans were persuaded during the
depression that the federal government should
help the unemployed, so they were taught by the
experience of World War II to look to govern-
ment to prevent unemployment in the first place.
Under the compulsions of war, the government
had demonstrated that it could assure gainful
employment for every willing hand. It therefore
seemed reasonable—and not only to the follow-
ers of Keynes—to expect government to do the
same in a time of pcace. In 1944, when President
Roosevelt set forth the basis of his postwar
domestic program in an ‘‘Economic Bill of
Rights,”” he put **the right to a uscful and remu-
nerative job’" at the head of the list. With the war
ended, the Employment Act of 1946 cxplicitly
proclaimed the federal government’s responsibil-
ity to promote “‘maximum employment,”” and
this came to mcan “‘full employment”™ as a
matter of law as well as popular usage.

Armed with the Employment Act of 1946, the
government sought to demonstrate that it could
combat unemployment with preventive as well
as curative measures. In fact, the period from
World War Il to the mid-1960s was marked not
only by a dampcning of the business cycle but
also by persistent increases in the prosperity of
American families. On the onc side, rising in--
comes, reflecting substantial gains in labor pro-
ductivity, made possible rising consumption,
greater leisure, and better provision for retire-
ment. On the other side, a steady stream of new
and often improved consumer goods tended to
sustain the growth of aggregatc demand. The
extensive development of consumer credit insti-
tutions made it easicr for people to acquire
automobiles, houschold appliances, and other
goods and services, the desire for which was
continually being whetted by alluring advertisc-
ments and the illustrations of potential life styles
broadcast by television and the movies. The
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scemingly inexorable rise in living standards for
the bulk of the population was reflected in up-
ward trends in the proportion of familics that
owned their own home, that owned a summer
home, that possessed one, two, and cven three
automobiles, that had telephones, that owned
televison sets, clothes washers, and food freez-
ers: also in the proportion of the population that
had graduated from high school and from col-
lege, that traveled abroad, that owned corporate
stock, that carried life insurance, and so on.

This c¢xperience  of  cconomic  progress
strengthened the public’s expectations of prog-
ress. What had once been a quicet personal
feeling that the long future would be better than
the past, particulatly for one’s children, was
transformed during the postwar years into an
articulate and widespread expectation of steady
improvement in living standards—indeed, into a
fecling of entitlement to annual increases in real
income.

But the rapid risc in national affluence did not
create a mood of contentment. On the contrary,
the [960s were years of social turmoil in the
United States, as they were in other industrial
democracies. In part. the unrest reflected discon-
tent by blacks and other minoritics with prevail-
ing conditions of social discrimination and c¢co-
nomic deprivation—a discontent that erupted
during the ““hot summers™ of the middle 1960s in
burning and looting. In part, the social unrest
reflected growing feelings of injustice by or on
behalf of other groups—the poor, the aged, the
physically handicapped, cthnics, farmers, blue-
collar workers, women, and so forth. In part, the
unrest reflected a growing rejection by middle-
class youth of prevailing institutions and cultural
values. In part, it reflected the more or less
sudden recognition by broad segments of the
poputation that the cconomic reforms of the New
Deal and the more recent rise in national afflu-
cnce had left untouched problems in various
arcas of American life—social, political, cco-
nomic. and environmental. And interacting with
all these sources of social disturbance were the
heightening tensions associated with the Viet-
nam War,

In the innocence of the day, many Americans
came to belicve that all of the new or newly
discovered ills of socicty should be addressed
promptly by the federal government. And in the

innocence of the day, the administration in office
attempted to respond to the growing demands for
social and economic reform while waging war in
Victnam on a rising scale. Under the rubric of the
New Lconomics, a more activist policy was
adopted tor the purposc of increasing the rate of
cconomic growth and reducing the level of unem-
ployment. Under the rubrics of the New Frontier
and the Great Socicty, broad-scale cflorts were
made to stitch up open scams in the fabric of
affluence—inadequate  or unequal cducation,
housing, medical care, nutrition. Under the ru-
brics of civil rights and citizen participation,
minoritics and other disadvantaged groups were
given pohtical weapons to maintain, consolidate,
and extend their gains.

The interplay of governmental action and pri-
vate demands had an internal dynamic that led to
their concurrent escalation. When the govern-
ment undertook in the mid-1960s to address such
“unfinished tasks™ as reducing frictional unem-
ployment, climinating poverty, widening  the
benefits of prosperity, and improving the quality
of life, it awakened new ranges of expectation
and demand. Once it was established that the key
function of government was to solve problems
and relicve hardships—not only for society at
large but also for troubled industries, regions,
occupations, or social groups—a great and grow-
ing body of problems and hardships became
candidates for governmental solution. New tech-
niques for bringing pressurce on the Congress—
and also on the state legislatures and other
clected officials—were developed, refined, and
exploited. The Congress responded by pouring
out a broad strcam of mcasures that involved
government spending, special tax relief, or regu-
lations mandating private spending. Every dem-
onstration of a successlul tactic in sccuring
rights, establishing cntitlements, or cxtracting
other benefits from government led to new appli-
cations of that tactic. Various groups found a
powerful ally in the federal courts, which repeat-
edly struck down legislative or administrative
limitations on access to government benefits.
Even government employees, particularly at the
statec and municipal levels, discovered the pecu-
niary rewards of shedding genteel notions of
public service and pressing cconomic demands
with a strident militancy.

Muny results ol this interaction of government
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and citizen activism proved wholesome. Their
cumulative effect, however, was to impart a
strong inflationary bias to the American econo-
my. The proliferation of government programs
led to progressively higher tax burdens on both
individuals and corporations. Even so, the will-
ingness of government to levy taxes fell distinct-
ly short of its propensity to spend. Since 1950,
the federal budget has been in balance in only
five years. Since 1970, a deficit has occurred in
every year. Not only that, but the deficits have
been mounting in size. Budget deficits have thus
become a chronic condition of federal finance;
they have been incurred when business condi-
tions were poor and also when business was
booming. But when the government runs a bud-
get deficit, it pumps more moncey into the pocket-
books of people than it withdraws from their
pocketbooks; the demand for goods and services
therefore tends to increase all around. That is the
way the inflation that has been raging since the
mid-1960s first got started and later kept being
nourished.

The pursuit of costly social reforms often went
hand in hand with the pursuit of full employment.
In fact, much of the ¢xpanding range of govern-
ment spending was prompted by the commitment
to full employment. Inflation came to be widely
viewed as a temporary phenomenon—or, provid-
cd it remained mild, as an acceptable condition.
“Maximum’ or “‘full”” employment, after all,
had become the nation’s major economic goal—
not stability of the price level. That inflation
ultimately brings on recession and otherwise
nullifies many of the benefits sought through
social legislation was largely ignored. Even con-
servative politicians and businessmen began
echoing Keynesian teachings. It therefore
seemed only natural to federal officials charged
with economic responsibilities to respond quick-
ly to any slackening of economic activity——at
times, in fact, as in the carly days of 1977, to
sheer illusions of such slackening—but to pro-
ceed very slowly and cautiously in responding to
evidence of increasing pressure on the nation’s
resources of labor and capital. Fear of immediate
unemployment—rather than fear of current or
eventual inflation—thus came to dominate eco-
nomic policymaking.

This weighting of the scales of government
policy inevitably gave an inflationary twist to the

economy, and so too did the expanding role of
government regulation. Traditional ways of pro-
tecting particular groups against competition—
such as raising farm price supports, increasing
minimum wages, and imposing import quotas—
did not lose their appeal as inflation kept soaring.
On the contrary, all these devices of raising costs
and prices were liberally employed even in the
face of accelerating inflation during 1977 and
1978. Also troublesome were the newer social
regulations—thosc concerned with health, safe-
ty, and the environment—that kept multiplying
during the 1970s. However laudable in purpose,
much of this regulatory apparatus was conceived
in haste and with little regard to the costs being
imposed on producers. Substantial amounts of
capital that might have gone into productivity-
enhancing investments by private industry were
thus diverted into uses mandated by the regula-
tors. Improvements in productivity were also
slowed by the discouragement of business in-
vestment that resulted from the increasing bur-
den of income and capital gains taxes. Progress
in equipping the work force with new plant and
equipment proceeded much less rapidly during
the 1970s than during the 1950s or 1960s, and this
shortfall contributed to the productivity slump
and thus to the escalation of costs and prices.
Additional forces on the side of supply contrib-
uted to the inflationary bias. As the income-
maintenance programs cstablished by govern-
ment were liberalized, incentives to work tended
to diminish. Some individuals, both young and
old, found it agrecable to live much of the time
off unemployment insurance, food stamps, and
welfare checks—perhaps supplemented by inter-
mittent jobs in an expanding underground econo-
my. Even enterprising and ambitious individuals
who sought permanent jobs could be more lei-
surely or more discriminating in their search
when the government, besides pursuing a full-
employment policy, provided a protective in-
come umbrella during jobless periods. In such an
environment, employed workers could demand
and often achieve longer vacations with pay and
more frequent holidays and sick leave, besides
enjoying coftce breaks and other social rites on
the job. In such an cnvironment, they could
afford to reject a pay cut or a small wage increase
when their employer pleaded serious financial
difficulties. Thus the number of individuals
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counted as unemployed could rise even at times
when job vacancies, wages, and the consumer
price level were rising,

The philosophic and political currents that
transformed  cconomic  life and brought on
secular inflation in the United States have run
strong also in other industrial countries. Rising
cconomic expectations of people, wider citizen
participation in the political arena, governmental
commitments to full cmployment, liberal in-
come-maintenance programs, expanding govern-
mental regulations, and increasingly pressing de-
mands on government for the solution of
cconomic and social problems—all these became
common features of the industrial democracics.
And just as the rapid expansion of government
activitics in the United States was accompanied
by persistent budget deficits and inflation, that
too happened in other industrial countries. In-
deed, other countries have often practiced loose
governmental finance and inflation on & more
intensive scale than has the United States.

And so I finally come to the role of central
bankers in the inflationary process. The world-
wide philosophic and political trends on which 1
have been dwelling inevitably affected their atti-
tudes and actions. In most countries, the central
bank is an instrumentality of the exccutive
branch of government—carrying out monctary
policy according to the wishes of the head of
government or the ministry of finance. Some
industrial democracies, to be sure, have substan-
tially independent central banks, and that is
certainly the casce in the United States. Viewed in
the abstract, the I'ederal Reserve System had the
power to abort the inflation at its incipient stage
fiftcen years ago or at any later point, and it has
the power to end it today. At any time within that
period, it could have restricted the money supply
and created sufficient strains in financial and
industrial markets to terminate inflation with
littie delay. [t did not do so because the Federal
Reserve was itself caught up in the philosophic
and political currents that were transforming
Amcrican life and culture.

The Employment Act of 1946 prescribes that
it is the continuing policy and responsibility of
the Federal Government to utilize all its
plans, functions, and resources . . . to promote
maximum cmployment.” The Federal Reserve is

subject to this provision of law, and that has
limited its practical scope for restrictive ac-
tions—quite apart from the fact that some mem-
bers of the FFederal Reserve family had them-
scelves been touched by the allurements of the
New Economics. Every time the government
moved to enlarge the flow of benefits to the
population at large, or to this or that group, the
assumption was implicit that monctary policy
would somehow accommodate the action, A
similar tacit assumption was ecmbodicd in every
pricing decision or wage bargain arranged by
private parties or the government. The fact that
such actions could in combination be wholly
incompatible with moderate rates of monctary
expansion was scldom considered by those who
initiated them, despite the frequent warnings by
the Federal Reserve that new fires of inflation
were being ignited. If the Federal Reserve then
sought to create a monctary environment that tell
seriously short of accommodating the upward
pressures on prices that were being released or
reinforced by governmental action, scevere ditli-
cultics could be guickly produced in the econo-
my. Not only that, the Federal Reserve would be
frustrating the will of the Congress, to which it
was responsible—a Congress that was intent on
providing additional services to the clectorate
and on assuring that jobs and incomes were
maintained, particularly in the short run,

Facing these political realitics, the Federal
Reserve was still willing to step hard on the
monctary brake at times—as in 1966, 1969, and
1974—but its restrictive stance was not main-
tained long enough to end inflation. By and large,
monetary policy came 1o be governed by the
principle of undernourishing the inflationary
process while still accommodating a good part of
the pressures in the marketplace. The central
banks of other industrial countrics, functioning
as they did in a basically similar political environ-
ment, appear to have behaved in much the same
fashion.

In describing as 1 just have the anguish of
central banking in & modern democracy, 1 do not
mean to suggest that central bankers are free
from responsibility for the inflation that is our
common inheritance. After all, cvery central
bank has some room for discretion, and the range
is considerable in the more independent central
banks. As the Iiederal Reserve, for example,
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kept testing and probing the limits of its freedom
to undernourish the inflation, it repeatedly
evoked violent criticism from both the Executive
Branch and the Congress and therefore had to
devote much of its encrgy to warding off legisla-
tion that could destroy any hope of ending infla-
tion. This testing process necessarily involved
political judgments, and the Federal Reserve
may at times have overestimated the risks at-
taching to additional monetary restraint.,

Any such crrors of political judgment are cx-
tremely hard to identify; but I believe, in any
event, that errors of economic or financial judg-
ment have in practice been far more significant.
In a rapidly changing world the opportunities for
making mistakes arc legion. lven facts about
current conditions are often subject to misinter-
pretation. Statistics on unemployment in the
United States provide a good example. Even
before World War Il ended, some economists
were trying to determine how much frictional
and structural unemployment would exist when
the demand for labor and the supply of labor
were in balance; in other words, the rate of
unemployment that would reflect a state of full
employment. Before long, a broad consensus
developed that an unemployment rate ot about 4
percent corresponded to a practical condition of
full employment, and that figure becamc e¢n-
shrined in economic writing and policymaking.
Conditions in labor markets, however, did not
stand still. A huge influx of women and young
people into the labor force, the liberalization of
unemployment insurance, the spread of welfare
programs, the progressive lifting of statutory
minimum wages, the increasing proportion of
families having more than one worker, and the
increase of national affluence itself—all these
changes in the economic and social environment
served to render the conventional 4 percent
figure obsolete. The unemployment rate corre-
sponding to full employment is now widely be-
lieved to be about 5 o1 6 percent, and the 1979
report of the Council of Economic Advisers
appears to concur in that judgment. But govern-
mental policymakers, while generally aware of
what was happening in the labor market, were
slow to recognize the changing meaning of unem-
ployment statistics, whether viewed as a mca-
sure of economic performance or as a measure of
hardship. The Federal Reserve did not escape

this lag of recognition, and, once again, I belicve
that other central banks at times have made
similar mistakes.

While misinterpretations of unemployment
statistics or other current information have con-
sequences for all public policymaking, there are
other problems of interpretation to which the
central banker’s calling is peculiarly subject.
Monetary theory is a controversial area. It does
not provide central bankers with decision rules
that are at once firm and dependable. To be sure,
every central banker has Icarned from the
world’s experience that an expanding economy
requires expanding supplies of money and credit,
that excessive creation of moncy will over the
longer run cause or validate inflation, and that
declining intcrest rates will tend to stimulate
economic expansion while rising interest rates
will tend to restrict it; but this knowledge stops
short of mathematical precision.

Partly as a result of the chronic inflation of our
times, central bankers have bcen giving closer
attention to the moncy supply than did their
predecessors; but they continue to be scriously
concerned with the behavior of interest rates.
They face difficult questions about the relative
weight to be given to measures of money and
interest rates in the short run and long run; about
the concept or concepts of money that are most
significant for policy purposes; about the inter-
pretation of such developments as the growth of
Eurocurrency deposits and credits; about the
length and regularity of the lags with which
changes in monetary growth rates influence busi-
ness activity and prices; about the likely changes
in monetary velocity as a consequence of institu-
tional innovations and business cycle develop-
ments; and so on and on—as any student of
central banking and monetary theory well
knows. And therc are more fundamental prob-
lems about potential conflicts between domestic
and international objectives, about the appropri-
ate response to exceptional events not encom-
passed by thcory, and about the precise rele-
vance of any theory based on past expericence to
a world where behavioral patterns are continual-
ly evolving.

It is clear, therefore, that central bankers can
make errors—or encounter surprises—at practi-
cally every stage of the process of making mone-
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tary policy. In some respects, their capacity to
err has become larger in our age of inflation,
They are accustomed, as are students of finance
generally, to think of high and rising market
interest rates as a restraining force on economic
expansion, That rule of expericnce, however,
tends to break down once expectations of infla-
tion become widespread in a country. At such a
time, lenders expect to be paid back in cheaper
currency, and they are therefore apt to demand
higher intcrest rates. Since borrowers have simi-
lar expectations, they are willing to comply. An
“inflation premium’” thus gets built into nominal
interest rates. In principle, no matter how high
the nominal interest rate may be, as long as it
stays below or only slightly above the inflation
rate, it very likely will have perverse effects on
the economy; that is, it will run up costs of doing
business but do little or nothing to restrain over-
all spending. In practice, since inflationary cx-
pectations, and therefore the real interest rates
implied by any given nominal rate, vary among
individuals, central bankers cannot be surc of the
magnitude of the inflation premium that is built
into nominal rates. In many countries, however,
these rates have at times in recent years been so
clearly below the ongoing inflation rate that one
can hardly escape the impression that, however
high or outrageous the nominal rates may appear
to observers accustomed to judging them by a
historical yardstick, they have utterly failed to
accomplish the restraint that central bankers
sought to achicve. In other words, inflation has
often taken the sting out of interest rates—
especially, as in the United States, where inter-
est payments can be deducted for income tax
purposes.

In addition to these direct effects of inflation,
therc are other cffects that raise doubts about the
meaning of particular growth rates of the mone-
tary aggregates. I have in mind changes in finan-
cial practices that evolved in the United States
during the 1960s—particularly during the bouts
with tight money in 1966 and 1969—and that
culminated in an cxplosion of financial innova-
tions in the 1970s.

Many of these changes were facilitated by
regulatory actions or the development of new
computer technology. But the driving force be-
hind them was the incentive that sharply rising

market interest rates gave to financial institu-
tions and their customers to change their ways of
doing business. Commercial banks responded to
rising rates by cconomizing on non-interest-bear-
ing reserves, and their customers responded by
economizing on non-interest-bearing demand de-
posits. Both banks and large corporations devel-
oped new sources of funds in the Eurodollar
market and the domestic commercial paper mar-
ket. Banks developed new techniques of liability
management by exploiting these sources as well
as the vast potential of the federal funds market
and the market for negotiable certificates of
deposit. Other financial institutions—including
savings banks, savings and loan associations,
credit unions, and money market mutual funds—
developed new transactions services in connec-
tion with customer accounts on which they paid
interest. Banks fought this competition for trans-
actions balances by offering large depositors
special services that reduced the average level of
balances they had to carry and by cmploying
various ingenious means to pay interest on bal-
ances that were held in large part for transactions
purposcs.

Developments of these kinds have had pro-
found consequences for the environment in
which American monctary policy operates. Not
long ago, the thrust of monctary restraint was
conveyed more by reductions in the availability
of credit—particularly residential mortgage cred-
it—than by rising interest rates; at present, rising
interest rates arc the primary channel of re-
straint. This means that a higher level of interest
rates is required to achicve any given degree of
restraint—quite apart from the cffects of inflation
premiums that 1 discussed earlier. But how much
higher is not clecar; only time will tell. Not long
ago, changes in M|, the familiar monctary aggre-
gate confined to currency and demand deposits,
reflected reasonably well changes in the aggre-
gate volume of transactions balances; at present,
with new alternatives to bank demand deposits
emerging all the time, a lower rate of growth in
M1 is required to achicve any given degree of
restraint. But how much lower is not clear; only
time will tell. Nor is it clear what other monetary
aggregate, if any would be more serviccable than
the traditional M1 as a monctary indicator. As a
result of these effects of inflation, central bank-
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ing has lost its moorings not only in interest
rates: that has happened to a large extent also in
the case of the monetary aggregates—certainly in
the United States and perhaps in other countries
as well.

There is no need to expand further on the
opportunities for misjudgment that in recent
years have surrounded policymaking at central
banks. Some uncertainty, of course, has always
characterized monetary policy, just as it has
characterized policy decisions generally, wheth-
er in public or private life. It should be noted,
however, that lags in recognizing some of the
developments I have been discussing—with re-
spect to unemployment rates, interest rates, and
growth rates of the monetary aggregates—would
tend to bias policy toward monetary ease. More-
over, the emergence of an inflationary psycholo-
gy in industrial countries has imparted an asym-
metry to the consequences of monetary crrors,
even if the errors themselves occurred as often in
one direction as the other.

There is a profound difference between the
effects of mistaken judgments by a central bank
in our age of inflation and the cffects of such
judgments a generation or two ago. In earlier
times, when a central bank permitted excessive
creation of money and credit in times of prosperi-
ty, the price level would indeed tend to rise. But
the resulting inflation was confined to the expan-
sion phase of the business cycle; it did not persist
or gather force beyond that phase. Therefore,
people generally took it for granted that the
advance of prices would be followed by a decline
once a business recession got under way. That is
no longer the case.

Nowadays, businessmen, farmers, bankers,
trade union leaders, factory workers, and house-
wives generally proceed on the expectation that
inflation will continue in the future, whether
economic activity is booming or receding. Once
such a psychology has become dominant in a
country, the influence of a central bank error that
intensified inflation may stretch out over years,
even after a business recession has set in. For in
our modern environment, any rise in the general
price level tends to develop a momentum of its
own. It stimulates higher wage demands, which
are accommodated by employers who feel they
can recover the additional costs through higher

prices; it results in labor agreements in key
industries that call for substantial wage increases
in later years without regard to the state of
business then; and through the use of indexing
formulas, it leads to automatic increases in other
wages as well as in social security payments,
various other pensions, and welfare benefits, in
rents on many properties, and in the prices of
many commodities acquired under long-term
contracts. On the other hand, unintended central
bank effects of a restrictive type do not ramify in
similar tfashion. To develop any significant mo-
mentum in unwinding inflation, they would need
to be both large and repetitive—a combination
that can hardly occur under prevailing conditions
in the industrial democracies.

If my analysis of central banking in the modern
environment is anywhere ncar the mark, two
conclusions immediately follow. First, central
banks have indeed been participants in the infla-
tionary process in which the industrial countries
have been enmeshed, but their role has been
subsidiary. Second, while the making of mone-
tary policy requires continuing scrutiny and can
stand considerable improvement, we would look
in vain to technical reforms as a way of eliminat-
ing the inflationary bias of industrial countries.
What is unique about our inflation is its stubborn
persistence, not the behavior of central bankers.
This persistence reflects the fundamental forces
on which I dwelt earlier in this address—namely,
the philosophic and political currents of thought
that have impinged on economic life since the
Great Depression and particularly since the mid-
1960s.

My conclusion that it is illusory to expect
central banks to put an end to the inflation that
now afflicts the industrial democracies does not
mean that central banks are incapable of stabiliz-
ing actions; it simply means that their practical
capacity for curbing an inflation that is continual-
ly driven by political forces is very limited.
Historically, central banks have helped to slow
down the pace of cconomic activity at certain
times and to stimulate economic activity at other
times. They have also contributed to cconomic
stability by serving as lenders of last resort or
even going beyond that traditional function. Dur-
ing this decade alone, the Federal Reserve
moved on at least two occasions to prevent
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financial crises that otherwise could casily have
occurred. | have in mind particularly the failure
of the Penn Central Transportation Company in
June 1970 and the failure of the Franklin National
Bank in October 1974, In the former case, the
inability of Penn Central to refinance its out-
standing commercial paper caused consternation
among holders of commercial paper generally.
To prevent a financial panic the Federal Reserve
put aside its monetary targets for a while, opened
the discount window wide, and changed its regu-
lations so that commercial banks could raise
funds in the open market to finance firms unable
to renew their maturing commercial paper. In the
Franklin National case, the Federal Reserve
loaned to that troubled international bank almost
$2 billion; and while these advances were out-
standing it was possible to arrange a takcover by
another bank that protected the interests of
Franklin's depositors and customers. These ac-
tions were influenced by a feeling of responsibil-
ity for the financial system as a whole—interna-
tional as well as domestic. The central banks of
some other countries, notably the Bank of En-
gland, have likewise discharged constructively
the function of serving as lenders of last resort,
and the entire concept of central bank responsi-
bility has becn both widened and clarificd
through discussions in recent years at the Bank
for International Settlements.

All this and much more deserves to be noted
about central banks—cespecially their tircless cf-
forts to awaken the citizens of their respective
countrics to the cconomic and social dangers
posed by inflation. But whatever the virtues or
shortcomings of central banks may be, the fact
remains that alonc they will be able to cope only
marginally with the inflation of our times. The
persistent inflation that plagues the industrial
democracies will not be vanquished—or cven
substantially curbed—until new currents  of
thought create a political environment in which
the difficult adjustments required to end inflation
can be undertaken,

There are some signs, as yet tenuous and incon-
clusive, that such a change in the intellectual and
political climate of the democracies is getting
under way. One of the characteristic features of a
democracy is that it encourages learning from

experience. Recent disturbing trends in ¢conoin-
ic and social life, particularly the persistence and
acceleration of inflation, have led to much soul-
scarching by leaders of thought and opinion.
Among cconomists, the Keynesian school has
lost much of its erstwhile vigor, sclf-confidence,
and influence. Fconomists are no longer focusing
s0 exclusively on unemployment and govern-
mental management ol aggregate demand. ‘They
are paying more atiention to the management of
aggregate supply—to the need to strengthen in-
centives to work and innovate, to ways of stimu-
lating saving and investment, to the importance
of ¢liminating barriers to competition, to ways of
reducing the regulatory burdens imposed on in-
dustry, and to other means of bolstering business
confidence. Many economists now recognize
that much of reported unemployment is volun-
tary, that curbing inflation and reducing involun-
tary uncmployment arc complementary rather
than competitive goals, that persistent govern-
mental deficits and excessive creation of money
tend to feed the fires of inflation, that the high
savings rate that usually prevails in the carly
stages of inflation is eventually succeeded by
minimal savings, and that when this stage is
reached 1t becomes very much harder to bring
inflation under control.

The intellectual ferment in the world’s democ-
racies is having its influence not only on busi-
nessmen and investors, but also on politicians,
trade union leaders, and even housewives; for all
of them have been learning from experience and
from onc another. In the United States, for
example, people have come to feel inincreasing
numbers that much of the government spending
sanctioned by their compassion and altruism was
falling short of its objectives: that urban blight
was continuing, that the quality of public schools
was deteriorating, that crime and violence were
increasing, that welfare cheating was still wide-
spread, that collecting unemployment insurance
was becoming a way of life for far too many—in
short, that the relentless increases of government
spending were not producing the social benefits
expected from them and yet were adding to the
taxes of hard-working people and to the alrcady
high prices they had to pay at the grocery store
and cverywhere else. In my judgment, such
feclings of resentment and frustration are largely
responsible for the conservative political trend



Arthur F. Burns O The Anguish of Central Banking 697

that has developed of late in the United States.
And [ gather from the results of recent elections
elsewhere that concern about inflation and disen-
chantment with socialist solutions are increasing
also in other industrial countrics. Fighting infla-
tion is theretore being accorded a higher priority
by policymakers in Europe and in much of the
rest of the world.

In the United States a grcat majority of the
public now regard inflation as the Number One
problem facing the country, and this judgment is
accepted by both the Congress and the Execu-
tive Branch. Some steps have therefore becn
taken within the past year to check the rapid rise
of federal spending, to lower certain taxes in the
interest of encouraging business investment, and
yet to bring down the still large budget deficit.
Pressures to augment the privileges of trade
unions have been resisted by the Congress.
Some government regulations—as in the casc of
airlines and crude oil—have becn eased. And
even restrictive moves by the Federal Reserve,
which not long ago would have stirred anger and
anxiety in government circles, have been accept-
ed with equanimity, Symbolic of the changed
political atmosphere was the announcement of
an increase in the Federal Reserve discount rate
on the very day this July when a sizable decline
of the nation’s overall production was being
reported for the spring quarter.

The present widespread concern about infla-
tion in the United States is an encouraging devel-
opment, but no one can yet be sure how far it will
go or how lasting it will prove. The changes that
have thus far occurred in fiscal, monetary, and
structural policies have been marginal adjust-
ments. American policymakers tend to see merit
in a gradualist approach because it promises a
return to general price stability—perhaps with a
delay of five or more years but without requiring
significant sacrifices on the part of workers or
their employers. But the very caution that leads
politically to a policy of gradualism may well lead
also to its premature suspension or abandonment
in actual practice. Economic life is subject to all
sorts of surprises and disturbances: business
recessions, labor unrest, foreign troubles, mo-
nopolistic shocks, elections, and governmental
upsets. One or another such development, espe-
cially a business recession, could readily over-
whelm and topple a gradualist timetable for curb-

ing inflation. That has happened in the past, and
it may happen again.

If the United States and other industrial coun-
tries are to make real headway in the fight against
inflation it will first be neccssary to rout infla-
tionary psychology—that is, to make people feel
that inflation can be, and probably will be,
brought under control. Such a change in national
psychology is not likely to be accomplished by
marginal adjustments of public policy. In view of
the strong and widespread expectations of infla-
tion that prevail at present, I have therefore
reluctantly come to believe that fairly drastic
therapy will be needed to turn inflationary psy-
chology around.

The precise therapy that can serve a nation
best is not easy to identify, and what will work
well in one country may work poorly in another,
In the case of the American inflation, which has
become a major threat to the well-being of much
of the world as well as of the American people, it
would seem wise to me at this juncture of history
for the government to adopt a basic program
consisting of four parts. The first of these would
be a legislative revision of the federal budgetary
process that would make it more difficult to run
budget deficits and that would serve as the initial
step toward a constitutional amendment directed
to the same end. The second part would be a
commitment to a comprehensive plan for dis-
mantling regulations that have been impeding the
competitive process and for modifying others
that have been running up costs and prices
unnecessarily. The third part would be a binding
endorsement of restrictive monetary policies un-
til the rate of inflation has become substantially
lower. And the fourth part would consist of
legislation scheduling reductions of business tax-
es in each of the next five years—the reduction
to be quite small in the first two years but to
become substantial in later years. This sort of tax
legislation would release powerful forces to im-
prove the nation’s productivity and thereby exert
downward pressure on prices; and it would also
help in the more immediate future to ease the
difficult adjustments forced on many businesses
and their employees by the adoption of the first
three parts of the suggested program.

[ wish 1 could close this long address by
expressing confidence that a program along the
lines I have just sketched, or any other construc-
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tive and torceful program for dealing with intla-
tion, will be undertaken in the near future in the
United States or clsewhere. That 1 cannot do
today. I am not cven sure that many of the
central bankers of the world, having by now
become accustomed to gradualism, would be
willing to risk the painful cconomic adjustments
that 1 fear arc ultimately unavoidable. 1 would
therefore not be surprisced if the return to reason-
able price stability in the industrial democracics
and thereby to an orderly international monetary

system is postponed by more false starts. But if
political patience in individual countries is se-
verely tested as that happens, the learning pro-
cess will also be speeded. The conservative trend
that now appears to be under way in many of the
industrial democracies will then gather strength;
and unless political [eadership falls into irrespon-
sible hands, the inflationary bias that has been
sapping the cconomic and moral vitality of the
democracies can finally be routed, 1
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Staff Studies

The staffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover a
wide range of economic and financial subjects.
From time to time the results of studies that are
of general interest to the professions and to
others are summarized in the FEDERAL RESERVE
BULLETIN.

The analyses and conclusions set forth are
those of the authors and do not necessarily

STUDY SUMMARY

indicate concurrence by the Board of Governors,
by the Federal Reserve Banks, or by the mem-
bers of their staffs.

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

STOCK MARKET VOLATILITY

Carolyn D. Davis and Alice P. White—Staff, Board of Governors

Prepared as a staff study in the spring of 1987

Dramatic changes in stock market indexes during
the past year have generated questions about
fundamental shifts in the wvolatility of share
prices. Although volatility in stock prices inev-
itably results when investors’ expectations about
corporate earnings and interest rates change,
some observers maintain that innovations in
trading techniques have introduced additional
volatility into equity markets. This study reviews
these innovations—arbitrage trading, program
trading, and portfolio insurance—and examines
several aspects of volatility in share prices to
determine whether it has changed measurably
since the techniques were put into active use.
Traders use arbitrage techniques to generate
profits from price discrepancies between related
financial instruments. Such trading has been
criticized because arbitrageurs need consider
only relative prices and costs and do not neces-
sarily base their decisions on economic informa-
tion. Nonetheless, prices must change in at least
one market before arbitrage opportunities devel-

op; and if other market participants are buying
and selling financial instruments based on funda-
mental economic information, price movements
will reflect that information.

Advances in computer technology have facili-
tated the development of computerized proce-
dures that process information for use by market
participants, produce buy and sell orders, and
send these orders to exchanges for execution.
This technique, program trading, permits large
portfolios to be traded as though they were
individual stocks. The simultaneous execution of
large program trades can increase volatility if
prices overshoot new equilibrium values. An
analysis of the behavior of prices during periods
of heavy program trading suggests that changes
in prices have resulted from shifts in investors’
perceptions but that these shifts may have oc-
curred more quickly than otherwise because of
program trading.

The third innovation in trading, portfolio insur-
ance, refers to hedging strategies designed to
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protect portfolios of securities against declines in
prices. Its development has been facilitated by
the existence of stock-index futures markets.
The use of portfolio insurance techniques is

controversial because it may precipitate sales of

stocks in declining markets. If stocks became
underpriced in light of cconomic conditions,
however, opportunitics for buying would be cre-
ated for speculators and other market partici-
pants, and the price spiral would end.

Despite changes in the methods of trading
stock-related instruments, little cvidence links
these innovations to volatility in the stock mar-
ket. The authors examine changes in aggregate

indexes, which represent portfolios of stocks, for

various time periods, holding periods, and mea-
sures of volatility. The movements of stock
indexes suggest that the dispersion of daily re-
turns in 1986 and 1987, when index-related trad-

ing is believed to have been heavy, was typical of

that obscrved since 1970, The 1970s and 1980«
appear to be somewhat more volatile than the
1950s and 1960s. However, this increase in vola-

tility began well betore the extensive usce of

derivative instruments and new trading tech-

niques in the 1980s. An analysis of returns on
stock issues of individual companices supports
the conclusion that the recent volatility of these
issues does not appear to be cause for concern.

Uncxpected changes in fundamental macro-
cconomic conditions, particularly fluctuations in
business activity and interest rates, appear rela-
tively important in explaining changes in the
volatility of share prices throughout recent dec-
ades. The largest fluctuations in share prices
during the postwar cra occurred in the mid-
1970s, a time of highly uncertain cconomic con-
ditions. When one controls for variability in
cconomic and financial conditions, however, the
movements in stock prices appear similar over
time.

The empirical evidence presented in this study
provides little support for the position that the
behavior of stock prices in the aggregate has
changed substantially as the use of stock-related
instruments has expanded. Mcasures of volatility
range widely from ycar to year, and shifts in
volatility are most noticeable in the longer term
when underlying macroeconomic conditions also
have been more volatile.
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Industnal Production

Released for publication July 15

Industrial production increased 0.2 percent in
June, after having risen 0.5 percent in May.
Revisions to the March, April, and May indexes
indicate slightly higher production levels than
were previously published. The June increase
was paced by gains in the production of materi-
als. So far this year, industrial production has

Ratio

risen at an annual rate of 2.4 percent compared
with a gain of less than | percent over the 12
months of 1986. The current level of the index is
128.2 percent of the 1977 average.

In market groups, total output of consumer
goods was about unchanged in June; slight gains
in the output of home goods and nondurable
consumer items werc offset by reduced produc-
tion of motor vehicles. Autos were assembled at
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1977 100
Group 1987

May June
Total industrial production ......... 128.0 128.2
Products, total .. ... L L 136.5 136.4
Final products. ..., .. 135.2 135.1
Consumer goods. ... ..o 127.3 127.1
Durable .00 0 oo 119.6 118.3
Nondiable ..o 130.2 130.4
Business cquipment. . ... 141.3 1411
Defense and space. ..o 187.1 187.6
Intermediate products.. ... 140.9 140.8
Construction supplies ... .. 127.9 127.1
Materials oo 116.4 117.2
Manufacturing. ... oL 132.8 132.8
Durable. ..o oo o oo 130.4 130.4
Nondurable .00 o0 136.1 136.2
Mining ... 97.0 97.7
Utilities. oo 110.7 112.2

Feb,

9
.0
.06
2.0

0

Lo

Percentage change from preceding month Percentage
change,
1987 June 1986

to June

l Mar. { Apr. ‘ May 1 June 1987

Major market groups

.1 0 .5 2 32

N .5 6 B! 3.0

.0 .5 .0 - 3.1

.0 Vi .6 B 2.2

1.0 2.6 1.3 1.0 3.5

3 0 3 2 1.8

.0 2 .6 B! 33
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N i 6 6 2.4
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Major industry groups

2 0 4 0 3.6

.1 .S 4 0 3.4

4 7 3 . 3.8

3 1 4 N 1.2

o 8 1.9 1.3 3.2

Note. Indexes are scasonally adjusted.

an annual rate of 6.9 million units, compared
with a rate of 7.1 million in May; output of
lightweight trucks also was reduced in June.
Production of business cquipment also was
little changed in Junc: further gains occurred in
commercial, manufacturing, and construction
and farm machinery, but output of transit equip-
ment fell—owing largely to the reduced volume

Total industrial production—Revisions

Estimates as shown last month and current estimates

Percentage change
index (1977--100) from previous
Month months
Previous Current Previous Current
March ..., . ... 127.3 127.3 0 .1
April ..o 127.2 t27.3 -.1 0
May........... 127.8 128.0 .5 S
June......ooo0 1 oo 1282 | ... 2

of motor vehicle assemblics. Output of defense
equipment posted another small gain in Junc—so
far in 1987 this sector has shown more moderate
gains than in recent years. Production of con-
struction supplics retreated in June after having
increased in May and was slightly below levels at
the end of last ycar; the recent sluggishness
probably reflects weaker construction activity so
far in 1987,

In June, gains occurred in the production of
durable, nondurable, and energy materials as
well. In the nondurable category advances con-
tinued in the output of textiles, paper, and chemi-
cals. Energy materials advanced sharply in Junc
due largely to increased electricity gencration.

In industry groups, manufacturing output was
unchanged overall in June at a level about 3%
percent higher than it was a year earlier. Mining
output increased in June—in particular, coal and
metal mining. Output by utilitics rose sharply.
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Statement to Congress

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Finance and
Urban Affuirs, U.S. House of Representatives,
July 21, 1987.

[ appreciate this, my last, opportunity to appear
before you as Chairman of the Federal Reserve
Board in connection with the semiannual review
of monectary policy. You have the official
Report of the Board of Governors before you,
and 1 will be blessedly brief in touching
upon some of the main points. (See ‘‘Mone-
tary Policy Report to the Congress,” Fed-
eral  Reserve Bulletin, August [987, pages
633-46.)

As you know, the economy has continued to
grow this year, carrying the expansion well into
its fitth year. At thc samc time, however, the
inflation rate has accelerated appreciably relative
to the low rate prevailing in 1986.

A change in that direction has been widely
anticipated in responsc to the rebound in oil
prices and the depreciation of the dollar. Never-
theless, the size and pervasiveness of the price
increases—which have included many nonen-
ergy materials as well as services—aftected the
psychology and expectations in financial mar-
kets, particularly in April and carly May. Recur-
rent concerns about the dollar internationally
also at times affccted the mood of domestic
markets, and interest rates rose rather sharply
for a time.

Through the carly part of the year, Federal
Reserve operations placed minimal pressure on
bank reserve positions. As reported carlier, how-
ever, beginning in tate April definite but modest
steps were taken to increase rescrve pressures
somewhat. Perceptions of that action appeared
to help calm concerns about the future coursc of
the dollar and inflation.

Most interest rates, long- and short-term, have
retraced part of the earlier risc. However, long-
term interest rates and prices of sensitive com-

moditics, some of which had been deeply de-
pressed, remain well above their levels of carlier
this year.

The approach of the Federal Reserve toward
the provision of reserves has not changed since
May. However, growth in the various monetary
aggregates slowed further in the second quarter.
A reduction in the rate of growth of those aggre-
gates from the relatively high levels of 1986 had
been both anticipated and desired by the Federal
Open Market Committee, as reported to you in
February. However, it 1s also true that, with
institutional and market developments impor-
tantly affecting the relationships between the
various measures of money and the variables we
ultimately care about, judgments about the ap-
propriate growth of the aggregates have become
both more difficult and more dependent on pre-
vailing economic and market circumstances.

For that reason, thc Committce did not sct
forth a particular target range for M1 this year in
February. That judgment was reaffirmed at the
meeting carlier this month. M2 is currently run-
ning below, and M3 around, the lower ends of
their 52 to 8'> percent ranges established in
February. The Committee decided not to change
thosc ranges for 1987. In doing so, however,
there was agreement that, depending on further
evidence with respect to emerging trends in
cconomic activity, inflation, and domestic and
international financial markets, actual growth
around the lower ends of those ranges may well
remain appropriate.

In judging appropriate monetary growth during
the course of the year, or from year to year,
account needs to be be taken of the apparent
increase in the sensitivity of demands for money,
and for money-like assets, to absolute and rcla-
tive changes in market interest rates. Interest
rates administered by institutions, especially
those on transaction accounts, tend to lag market
rates both when interest rates are rising and
when they are falling (of course, no explicit
interest can be paid on demand deposits). At the
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same time, the cost and c¢lfort involved in shifting
funds between types of accounts, or into and out
of market instruments, has greatly diminished.
Experience suggests that, as a result ol these

factors, demand deposits, negotiable order of

withdrawal (NOW) accounts, and moncy market
deposit accounts all tend to grow relatively slow-
ly, if at all, when market rates are rising (as
during the second quarter) but much faster than
normally as market rates fall, as during 1985 and
1986. Thosce diftferences in growth rates in money
will tend 1o be reflected ininverse movements in
the velocity (that is, the measured rate of turn-
over) of money rather than commensurate
changes in cconomic activity or prices.

The sensitivity of velocity to changes in inter-
est rates makes it more difficult to judge the
appropriate ratc of monetary growth—particular-
ly over periods as short as a quarter or a year—
and impossible without reference to the stream
of available evidence on cconomic activity,
prices, and other factors. This year, too, con-
cerns about the international performance of the
dollar have at times had a significant bearing on
operational decisions. Specifically, the tighten-
ing of reserve availability in the spring was
related in substantial part to the desirability, in
light of the substantial cumulative depreciation
over the previous two years and other cconomic
policy undertakings here and abroad, of main-
taining reasonable stability in the external value
of the dollar. That judgment is, as you know,
shared with the administration and the finance
ministers and central bank governors of other
leading industrialized countrics.

I.ooking ahcad to 1988, the Open Market Com-
mittee decided tentatively to reduce the target
ranges for M2 and M3 %2 percentage point 1o 5 to
8 percent, While recognizing the inevitable range
of uncertainty 1 referred to carlier, some reduc-
tion in the target ranges clearly appeared appro-
priate in recognition of the importance of assur-
ing that the temporary bulge in price increases
foreseen tor this ycar not become a base for a
renewed inflationary process. ‘The appropriate
range for 1988 will, of course, again be reviewed
with carc at the start of the year.

Morc broadly, policy has to be judged against
progress toward the more basic goals of growth
and stability—and it scems to me fatuous to think
the first could long be sustained without the

latter. At the same time, now and for some years
ahcad, we will need to work to narrow and
ultimately correct the large imbalances in our
internal and external ¢economic positions—ad-
justments that necessarily have implications for
the policics and prospects of other countries as
well. What is at issuc is whether we can make
those necessary adjustments while  sustaining
progress toward the broader goals.

In some arcas, developments in the past six
months have been strongly encouraging in that
respect.

e The evidence by now is pretty clear that, in
real terms, our trade balance is improving, even
in the face of continuing sluggish growth, high
unemployment, and excess capacity abroad.

e While growth in domestic consumption has
slowed—one cssential part of the adjustment
process—the expansion of domestic output and
cmployment has been well maintained, and un-
employment, at close to 6 pereent, has dropped
to the lowest level in this decade. Manufacturing
has picked up and prospects for business invest-
ment may be improving,

e Hclped by some large unanticipated capital
gains tax receipts, this year’s budget deficit will
apparently be driven even below carlier expecta-
tions, and thus very substantially below the fiscal
1986 lcvel.

e [nternationally, Icading nations arc not only
agreed upon the desirability of greater exchange
rate stability but appcar to be working more
cffectively to that end.

e In another arca demanding a high level of
international cooperation, the basic approach for
dealing with the international debt problems has
continued to be implemented with substantial
suceess despite doubts and challenges by some.

Of central importance, there has been continu-
ing evidence of restraint and discipline on costs
and wages in much of American industry, offer-
ing the prospect of lower rates of inflation in the
months ahecad. Over time, that must be an abso-
lutely essential element in maintaining our inter-
nationd! competitiveness as well as in restoring
domestic stability after the bulge in prices this
year,

At the same time, 1t would be nonsense tor me
to claim that all is safely and securely on path.
The remaining risks and problems are apparent.
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Even the otherwise satisfying fall in the unem-
ployment ratc this year implicitly has a discour-
aging aspect. Qutside of manufacturing, the sta-
tistics suggest that productivity growth is quite
dismal—so slow, in fact, that | cannot dismiss
the thought that the reported statistics may part-
ly reflect measurcment crror.

But no error of measurement can cntirely
explain away that our private saving, in historical
or in international context, remains so low, or
that our federal deficit remains so large, or that
we, the putative leader of the western world, are
so dependent on other people’s capital. Despite
the better news on this year’s federal deficit,
some projections of future deficits are assuming
current programs are being raised rather than
reduced and the political impasse over doing
something about it apparently remains. In the
circumstances, the Gramm—Rudman-Hollings
targets are threatening to become pie in the sky.

The already slow growth in other industrial-
ized countries appears to have slowed further
this year, working against the adjustments nced-
ed in trade and current account positions among
Japan, Western Furope, and the United States.
And, in that environment the dangers of protec-
tionist trade lcgislation and a breakdown in the
servicing of international debts arc enlarged.

For all those rcasons and more, my very able
successor, and the Federal Reserve generally,

will have challenge aplenty. But I, as [ have
spelled out carlier, would like to think there is
something upon which to build as well.

Finally, I would like to acknowledge specifi-
cally the usefulness from my standpoint of these
regular semiannual hearings on monetary policy.

You and I arc both conscious of the special
position of the Federal Reserve System within
the overall framework of government. The long
terms of members of the Board of Governors, the
participation of the rcgional Federal Reserve
Banks in the policy process, our budgetary au-
tonomy, and the professionalism of our staft are
all designed to provide some insulation, in decid-
ing upon money creation, against partisan or
passing political pressures.

In our system of government, however, insula-
tion cannot be cquated to isolation, and particu-
larly isolation from reporting and accountability
to the Congress and to the public. These hearings
are an important element in that discipline. |
have welcomed the opportunity they have pro-
vided for us to consult with the Congress and to
explain our purposcs, our approaches, and our
problems in dealing with a complicated, changing
cconomic environment. And | want to express
my appreciation as well for the many courtesies
you have extended me personally over these past
eight years as we have worked together to foster
economic stability and growth. W

Chairman Volcker presented identical testimony before the Senate Committee on Banking, Housing,
and Urban Affairs, July 23, 1987.
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Announcements

ALAN GREENSIPAN BECOMES
CHAIRMAN OF THE BOARD OF GOVERNORS

At a White House ceremony on August 11, 1987,
Alan Greenspan took the oath of office as Chair-
man and a member of the Board of Governors.
The oath was administered by Vice President
George Bush.,

The Senate confirmed Dr. Greenspan for the
positions on August 3 tollowing o hearing on July
21 by the Senate Committee on Banking, Hous-
ing, and Urban Affairs.

At the ceremony, Dr. Greenspan made the
following remarks:

Mr, President, Mr. Vice President, Priends: A little
more than than two months ago in the White House
Press Room down the hall the President announced
that he was nominating me to replace Paul Volcker. At
that time @ indicated to the President, and today 1
repeat, how much [ appreciate his confidence in me (o
act as a replacement for Paul whose carcer at the Fed
has been one with few parallels in the history of this
nation’s public service.

Since the nomination 1 have received innumerable
best wishes from friends, new and old, from all over
the world. I am particularly saddened, however, that
Dr. Arthur I, Burns, former Council of Economic
Advisers and Federal Reserve Board Chairman, and
my mentor for 35 years through graduate school and
thereafter, is not able to be with us today.

[ would particularly like to thank the staft of the
Federal Reserve who along with Paul have been
exceptionally gracious with their time and cefforts to
bring me up to speed for this extraordinary challenge, [
also wish to thank the Scenate Banking Comimittee and
the Scenate as a whole who confirmed my nomination.

Perhaps I should also thank in advance the creators
of all those events that will make the next four years
casy going: inflation which always stays put, a stock
market which is always a bull, a dollar which is always
stable, interest rates which stay low, and cmployment
which stays high. But, most assuredly, I would be
thankful to those who have the capability of repealing

the laws of arithmetic which would make all of the
foregoing possible.,

Earlier, Chairman Volcker submitted his resig-
nation as a member of the Board of Governors.
His August 3 letter to President Reagan follows:

August 3, 1987

The President
‘T'he White House
Washington, D.C,

Dear Mr. President:

[ understand that Scnate confirmation of  Alan
Greenspan as Chairman and Governor of the Federal
Reserve Board is likely this week. What technically
remains is for me to submit my formal resignation as
Governor so that he can take office for the unexpired
portion of my term. | do so now, effective upon his
swearing-in, which [ understand is tentatively sched-
uled for the week of August (0.

As we agreed informally, | will continue to serve as
Chairman through that date.

May I also thank you again, Mr. President, and Mrs.
Reagan, for your gracious presence and remarks at my
“farewell dinner™ at the State Department tast week.
Barbara and I will gratefully remember the occasion as
the highlight of my rite of passage back to private life.

Faithfully yours,

Paul A. Volcker

RESTRUCTURING OF
INTEREST RATE CHARGES
ON DISCOUNT WINDOW BORROWING

In the interest of simplitication, the Federal
Reserve Board on July 27, 1987, announced a
restructuring of interest rates that are charged on
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borrowings from the discount window for ex-
tended credit. The new structure will apply a
flexible rate that will vary with market interest
rates to extended credit outstanding for more
than 30 days.

No change is being made in the basic discount
rate for adjustment credit, which remains at 5%
percent,

The new simplificd structure of rates for ex-
tended credit provides for use of the basic dis-
count rate for the first 30 days of borrowing,
followed by a flexible rate for borrowings of
more than 30 days. The flexible rate will be
somewhat above the rates on market sources of
funds to depository institutions but in no case
will the rate charged be less than the basic
discount rate plus 50 basis points. Under the
extended credit program, credit is made avail-
able to institutions experiencing exceptional fi-
nancial strains over a prolonged period of time.

Currently, the structure of rates applied to
extended credit is a complex mixture of fixed and
flexible rates that depends on the time that credit
has been outstanding and on the size of the
borrowing institution. Under this structure, the
basic rate generally has applied to the first 60
days of extended credit borrowing and the basic
rate plus 1 percentage point to the next 90 days.
After 150 days, Reserve Banks have charged a
rate cqual to the basic rate plus 2 percentage
points or a flexible rate related to market rates.
This flexible rate has been subject to a floor of
the basic rate plus [ percentage point.

In taking this action, the Board approved
requests from the Boards of Directors of all 12
Reserve Banks to establish the new structure.
The new rates will take effect on July 30.

INTERIM STATEMENT ON REDUCING RISKS
ON LARGE-DOLLAR TRANSFER SYSTEMS'

The Federal Reserve Board adopted on July 30,
1987, an interim statement of its policy on reduc-
ing risks on large-dollar transfer systems. This
interim policy supersedes the policy statement
adopted by the Board on May 17, 1985, and will

1. The text of the interim policy statement is available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

remain in effect pending rcevaluation of the
Board’s risk reduction program.

Large-dollar-funds-transfer nctworks are an
integral part of the payments and clearing mecha-
nism. A daylight overdraft occurs when a deposi-
tory institution sends funds over Fedwirc in
excess of the balance in its reserve or clearing
account or sends more funds over a private
network than it has received.

The Board’s May 1985 policy statecment re-
quired privately owned large dollar payment
networks using Federal Reserve net scttlement
services to achieve the following: (1) require
each participant to e¢stablish a limit on the maxi-
mum net transfer amount that it is willing to
receive from each other participant (‘‘bilateral
net credit limit”’) and (2) establish for cach
participant a maximum amount of net transfers
(**sender net debit cap’’) that the participant can
transfer over that network. The policy also
strongly encouraged each depository institution
incurring daylight overdrafts on Fedwire or par-
ticipating on a privatc network to adopt a cross-
system sender net debit cap designed to limit the
amount of risk an institution presents across all
systems combined.

The interim policy statement modifies the May
1985 policy as follows:

e Reduces in two stages the current sender nct
debit cap by 25 percent—15 percent on January
14, 1988, and the balancc on May 19, 1988,
unless subsequent cvents suggest that the sccond
step would disrupt the payments system or finan-
cial markets.

e Exempts depository institutions from sclf-
evaluation guidelines if their board of directors
approves a de minimis net debit cap of the
smaller of 20 percent of adjusted primary capital
or $500,000. Implementation of this provision
would be no later than December 3, 1987, or
earlier at the discretion of Reserve Banks.

e Imposes a $50 million limit on book-entry
securities transfers over Fedwire.

e Subjects the clearing procedures of primary
dealers to review by the Federal Reserve Bank of
New York.

o Permits interaffiliate Fedwire transters result-
ing in daylight overdrafts, provided certain safe-
guards are observed.

¢ Permits depository institution holding compa-
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nies to centralize their wire transter operations at
one or more of their subsidiarics, provided cer-
tain sateguards are observed.

NEW MEMBERS APPOINTED
TO0 LARGE DOLLAR PAYMENTS SYSTEM
ADVISORY GROUP

The Federal Reserve Board announced on July
30, 1987, the appointment of new members to the
Large Dollar Payments System Advisory Group
for terms of three ycars to replace members
whosc terms have expired.

The Large Dollar Payments System Advisory
Group reports to the Board of Governors—
through the Board's Payments System Policy
Committce—and is responsible for suggestions
on all matters associated with the Boards’s de-
sire to further reduce risk on large-dollar transfer
systems.

The four new members arc the following:

Charles J. Buchta

Exccutive Vice President
Operating Service Group

First Interstate Bank of California
Los Angeles, California

James 'I'. Byrne

Senior Vice President

Morgan Guaranty Trust Company
New York, New York

Kerby Crowell

Excecutive Vice President
and Chief Financial Ofticer

Stillwater National Bank

Stiltwater, Oklahoma

Michael Urkowitz

Exccutive Vice President
Chase Manhattan Bunk, N.A.
New York, New York

Other members of the Advisory Group include
the tollowing:

Roland K. Bullard, 11 (Chairman of the Advisory
Group)

Vice Chatrman

CoreStates Financial Corporation

Philadelphia, Pennsylvania

William P. Ballard

Scenior Executive Vice President

Citizens & Southern Georgia Corporation
Atlanta, Georgia

Nathan C. Collins

I<xecutive Vice President

Valley National Bank of” Arizona
Phoenix, Arizona

Donald R. Hollis
Executive Vice President
First Chicago Corporation
Chicago, linois

Roger K. Lindland

Senior Executive Vice President
and Chiet Financial Officer

Great American First Savings Bank

San Diego, California

David O. Nordby

Exceutive Vice President
Continental Illinois Corporation
Chicago, Illinois

Peter C. Palmieri
Vice Chairman

Irving Trust Company
New York, New York

Seymour R, Rosen
Vice President
Citibank, N.A.

New York, New York

Flavian F. Zeugin

First Vice President
Swiss Bank Corporation
New York, New York

ESTABLISHMENT OF QFFICE
OF INSPECTOR GENERAL

The Board of Governors announced on July §,
1987, the establishment of an independent Office
of Inspector General. This action, consistent
with policies and approaches being adopted more
generally in government in recent years, is de-
signed to focus responsibility more appropriately
for certain auditing and operations review func-
tions.

The purpose of the Office, as well as its duties,
responsibilities, authorities, and protections, is
explained in its charter. It is hoped that the
Office will work in such a way as to further
cnhance the administrative eftfectiveness and the
high reputation of the Board lor probity, even-
handedness, and discretion in the exercise of its
responsibilitics, The Inspector General will re-
port to the Board under the general supervision
of the Chairman.
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On July 21, 1987, the Board announced the
promotion of Brent L. Bowen, Assistant Con-
troller, Office of the Controller, to fill the recent-
ly established position of Inspector General.

PROPOSED ACTIONS

The Federal Reserve Board has extended
through August 7, 1987, the period for comment
on its revised proposal to charge assessments
and fees for certain supervisory activities, specif-
ically for inspection and supervision of the par-
ent company and nondepository subsidiarics of
bank holding companies as well as for supervis-
ing Edge act corporations and for processing
applications.

AVAILABILITY OF
REVISED LIST OF OTC STOCKS
SUBJECT TO MARGIN REGULATIONS

The Federal Reserve Board published on July 24,
1987, a revised list of over-the-counter (OTC)
stocks that are subject to its margin regulations,
effective August 11, 1987.

This List of Marginable OTC Stocks super-
sedes the revised list that was effective on May
12, 1987. Changes that have been made in the
list, which now includes 3,237 OTC stocks, arc
as follows: 224 stocks have been included for the
first time, 195 under national market system
(NMS) designation; 28 stocks previously on the
list have been removed for substantially failing to
meet the requirements for continued listing; 61
stocks have been removed for reasons such as
listing on a national securities exchange or in-
volvement in an acquisition.

The list includes all OTC securities designated
by the Board pursuant to its established criteria
as well as all securities qualified for trading in the
NMS. This list includes all securities qualified
for trading in tier 1 of the NMS through August
11 and those in tier 2 through July 21, 1987,
Additional OTC securitics may be designated as
NMS securities in the interim between the
Board’s quarterly publications and will be imme-
diately marginable. The next publication of the
Board’s list is scheduled for October 1987.

Besides NMS-designated securities, the Board
will continue to monitor the market activity of
other OTC stocks to determine which stocks
meet the requirements for inclusion and contin-
ued inclusion on the list.
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON MAY 19, 1987
Domestic Policy Directive

The information reviewed at this mecting sug-
gested that economic activity has been expand-
ing at a moderatc pace, despite some weakness
in the industrial sector. However, the rate of
inflation has risen in recent months, reflecting
especially the impact of higher prices for energy
and non-oil imports.

Labor demands grew at a brisk pace in April.
The household survey indicated a sharp increase
in employment and an unusually large decline in
unemployment. As a rcsult, the unemployment
ratc fell to 6.3 percent, 0.4 percentage point
below its first-quarter average. Payroll employ-
ment rose considecrably in April with gains con-
centrated again in trade and services. Manufac-
turing employment has changed little on balance
so far this year, and the factory workweek
dropped sharply in April, partly because of the
observance of religious holidays during the sur-
vey week.

The industrial production index declined 0.4
percent in April following a smaller drop in
March. Most of the decline in output in April was
associated with cutbacks in motor vehicles, al-
though small but widespread reductions were
evident in other areas. Cutbacks in auto produc-
tion and a pickup in sales slowed the growth in
dealer stocks, but the level of stocks remained
high. Outside of autos, trade inventories did not
appear cxcessive, while inventory—sales ratios in
manufacturing were ncar record lows.

As a result of the higher auto sales, real
consumer spending appeared to be strong. Ex-
cluding autos and nonconsumer items, retail
sales rose moderately in April. Housing starts
were down somecwhat from their first-quarter
average. Total starts were at an annual rate of 1.7

million units in April. Single-family starts rose
during the month, but multitamily starts fell
sharply as high vacancy rates and the elimination
of some tax advantages for investment in income
properties continued to depress apartment con-
struction.

Business fixed investment has shown signs of
improvement from the depressed level carly in
the year. Shipments of nondefense capital goods
rose and orders inched up in February and
March. Outlays for construction of commercial
and industrial structures have continued trending
down in recent months. New commitments,
however, have firmed recently.

Inflation rates have been higher so far this
year. The CPI rosc at a 6.2 percent annual rate
between December and March, compared with a
rate of 2.5 percent in the fourth quarter. Much of
the first-quarter acceleration was caused by the
rebound in energy prices, which now appear to
have adjusted to the bulk of the year-end runup
in the price of imported crude. Larger price
increases also were posted for a number of
consumer goods, probably reflecting the influ-
ence of higher import prices. At the producer
level, too, large price increases were posted in a
few industries that had been subject to strong
import competition, such as chemicals and pa-
per. Commodity prices began moving higher in
the latter part of 1986 and have risen noticeably
since the Committee’s mecting on March 31,
However, wage growth has continued at relative-
ly moderate rates, with the index for average
hourly earnings rising at about the same pace as
in 1986.

In foreign cxchange markets, the dollar was
under heavy downward pressure over much of
the intermeeting period, and intervention pur-
chases were substantial, In the latter part of the
period, the dollar was bolstered by slightly firmer
monetary conditions in the United States and by
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casicr conditions in Japan, Germany, and the
United Kingdom. On batance, the dolfar dropped
I percent, with declines of about 4 percent
against the yen and 3% percent against sterling,
the two strongest major currencies over this
interval. bconomic activity in most major forcign
industrial nations continued to be relatively slug-
gish in the first guarter, except in the United
Kingdom and Italy. In March, the merchandise
trade deficit was close to the average for January
and February and about the same as the fourth-
quarter rate.

At its mecting in March, the Committee adopt-
ed a directive that called initially for maintaining
the existing degree ol pressure on reserve posi-
tions. The members decided that somewhat
greater reserve restraint might be acceptable
depending on developments in foreign exchange
markets, taking into account the behavior of the
monetary aggregates, the strength of the busi-
ness expansion, progress against inflation, and
conditions m domestic credit markets. M2 and
M3 were expected to grow at annual rates of
about 6 percent orless from March through June,
while growth in M1 was expected to slow sub-
stantially from the pace in 1986, The intermect-
ing range for federal funds was left unchanged at
4 to 8 pereent.

In light of downward pressures on the dollar,
the provision of reserves was cautious at times
during the intermecting petiod, and open market
operations were adjusted in a slightly less accom-
modative direction in late April. At the same
time, uncertainty associated with transactions
related to a huge volume of tax payments in mid-
April complicated the management of reserves
during the intermecting period. Demands for
reserves  strengthened  substantially, reflecting
increases in required reserves assoctated with a
steep rise in transactions balances near mid-
month. In the sccond half of the month, as these
payments clteared, Treasury balances at Federal
Reserve Banks rose sharply and absorbed re-
serves, at times more rapidly than had been
estimated. This decline in reserves was largely
offset by a sizable volume of outright purchascs
of U.S. government sceuritics, which necessitat-
ed two temporary incereases in the intermecting
fimit on changes in the System’s portfolio, as
well as by large temporary injections of reserves

through repurchase agreements. Nevertheless,
partly reflecting technical factors, borrowing at
the discount window rose substantially, averag-
ing around $800 million over the intermecting
period.

The federal tunds rate firmed somewhat over
the period. Most other interest rates also rose,
with the largest increases occurring in long-term
markets. The downward pressures on the dollar
created uncertainty among market participants
about private demands for doltar assets, the
prospects for U.S. inflation, and the response of
monetary policy. In addition, rising conmmodity
and producer prices both reflected and added to
concerns about the inflation outlook. Most bond
yields increased slightly over a percentage point
stnee the March meeting. Commitment rates for
fixed-ratc mortgages rose somewhat more, re-
flecting increased lender caution in a volatile rate
cavironment. Short-term rates were up Ya to |
pereentage point, including three Ya percentage
point increases in the prime rate.

Growth of all of the monctary aggregates
picked up substantially in April. M1 was boosted
by the tax-related surge in transactions balances.
Partly reflecting these tax effects, growth in M2
also picked up. though remaining fairly moder-
ate. Growth in M3 was boosted by the need o
fund stronger cexpansion in bank credit. The
growth of the broader aggregates was consistent
with the Committee’s expectations for the March
to June period and left these aggregates in April

just below the lower ends of their ranges estab-

lished by the Committee for the year. Liquid
deposits ran ofl at the end of April and in carly
May as the tax payments cleared, reversing
much of the previous bulge in M1,

The stafl projections continued to suggest that
rcal GNP would grow at a moderate rate through
the end of 1987. A primary contributor to the
projected growth remained the foreign sector.
The decline in the value of the dollar was expect-
c¢d to make American products more competi-
tive, boosting cxports despite the cffects of rela-
tively wcak foreign cconomic growth and
damping cxpansion in the volume of imports.
The growth in domestic purchases was likely to
be restrained by constraints on government
spending, high vacancy rates in the oflice and
rental housing markets, and incrcascd mortgage
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rates. In addition, rising import prices were
expected to moderate the growth of real personal
incomes and thus consumer expenditures, espe-
cially in the light of an already low personal
saving rate. However, business equipment
spending was projected to resume a moderate
uptrend partly in response to a growing c¢xport
market. Inflation was expected to moderate after
accelerating in the first quarter but to remain
appreciably above the average pace in 1986.
With output growing at a rate approximating that
of potential GNP, the unemployment rate was
expected to remain close to the lower level
achieved recently,

In the Committee’s discussion of current and
prospective business conditions, the members
gave attention to indications that inflationary
expectations had worsened in recent weceks.
Some commented that the somewhat faster rise
of various price measures thus far in 1987 was
not unexpected, given the dcpreciation of the
dollar, the energy situation, and supply condi-
tions for some agricultural products. To a consid-
erable extent, those developments appeared to
involve special factors that might normally be
expected to result in one-time adjustments to the
general level of prices. However, it also was
noted that the rising prices, including the upturn
in commodity prices in recent weeks, had be-
come associated with an appreciable deteriora-
tion in inflationary attitudes, judging from condi-
tions in financial markets and contacts with
many business cxccutives around the country.
There were regional differences in inflationary
expectations, to be sure, and some members
observed that reactions in financial markets had
probably becen overdonc. Nonetheless, most of
the members belicved that there was an in-
creased risk of more inflation than they had
expected earlier, particularly if inflationary atti-
tudes became imbedded in future wage scttle-
ments. On the other hand, some members point-
ed out that underlying pressures on resources
could remain damped and inflation relatively
subdued, given the outlook for less than robust
economic growth in the United States and
abroad and a worldwide oversupply of some
commodities.

The prospective behavior of the dollar in for-
eign cxchange markets was a key uncertainty

bearing on the outlook for inflation and on that
for overall business activity. Earlier declines in
the exchange value of the dollar had resulted in
higher import prices—an adjustment process that
undoubtedly was still under way—and further
dollar depreciation, if it occurred, would add to
future inflation pressures. In this regard, mem-
bers noted that some domestic producers were
raising their prices as those of competing imports
went up, thereby adding to the inflation impact of
a lower dollar. In general, however, while the
depreciation of the dollar had undoubtedly con-
tributed to inflationary cxpectations, direct ¢vi-
dence of an inflation impact on domestic pricing
was still fairly limited.

With respect to the course of domestic busi-
ness activity, a number of members commented
that developments in recent months were in line
with earlicr projections, and while there were
both domestic and foreign risks to sustained
expansion, further growth at a moderate pace
remained a reasonable expectation. As at previ-
ous meetings, the members generally expected
domestic demands to be relatively sluggish over
the quarters ahcad, and they felt that significant
progress in reducing the nation’s foreign trade
deficit was nceded to support the cxpansion,
Some members expressed concern that the im-
provement in the trade balance would be limited
over the quarters ahead. While further progress
could be anticipated as exporters and importers
continued to adjust to a lower value of the dollar,
such progress might be restrained in particular
by sluggish economic growth in forcign industrial
nations. Nonctheless, the members generally cx-
pected continuing improvement in net exports
and many telt that it would provide considerable
impetus for domestic growth,

On the domestic side no sector of the economy
was believed likely to contribute much strength
to the cxpansion, and weaknesses persisted in a
number of kcy sectors such as encrgy, agricul-
ture, and nonresidential construction. Morcover,
the recent rise in mortgage rates was likely to
have some impact on housing demand. Howev-
cr, in their review of business developments in
different parts of the country, several members
reported on indications of some improvement
recently in local conditions and others noted that
ditficultics in the agriculture and cnergy sectors
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were, at the least, no longer intensifying. Busi-
ness sentiment also appeared to have improved
in many parts of the country. More generally,
while the members recognized the risks of a
shortfall from current projections, especially giv-
en the persisting weaknesses and financial prob-
lems in some scctors of the ¢conomy, current
developments on the whole appeared to be con-
sistent with continuing modcrate growth in over-
all business activity.

Al its meeting in February the Committee had
agrecd on policy objectives that called for mone-
tary growth ranges for the period from the fourth
quarter of [986 to the fourth quarter of 1987 of
S¥a to 8% percent lor both M2 and M3. The
associated range for growth in total domestic
nonfinancial debt was sct at 8 to 11 percent. The
Committee anticipated that growth in M1 would
slow in 1987 from its very rapid pace in 1986, but
the members decided not to establish a numerical
target for the year; instead, the appropriateness
of M1 changes would be evaluated during the
year in the light of the behavior of M1 veloceity,
developments in the cconomy and financial mar-
kets, and the nature of emerging price pressures.,

In the Commiittee's discussion of policy imple-
mentation for the weeks immediately ahead,
members noted that unsettled reserve conditions
associated with tax payments and related flows
of funds had produced a greater degree of pres-
sure on reserve positions from time to time in
recent weeks than had deliberately been sought,
even after the slight firming move of late April.
Market expectations about Federal Reserve poli-
cy intentions also scemed to contribute to higher
short-term interest rates at times. All but one of
the members indicated that they wished at Iecast
to maintain the gencrally firmer reserve condi-
tions that had prevalled most recently, ¢ven
though such conditions had not been fully antici-
pated in Desk operations, and a number felt that
some slight further firming might be appropriate.
The members generally agreed that some firming
of reserve conditions had been desirable to
counter the apparent intensification of inflation-
ary expectattons in recent weeks and to help
stabilize the dollar in the foreign exchange mar-
kets. In another view any monctary restraint
beyond what had been sought recently would not
be desirable because additional tightening would

incur an unduc risk of stalling the cconomic
cxpansion at a time when, in this view, underly-
ing inflation pressures were likely to remain in
check. Most members saw a lesser and relatively
limited risk to the expansion under current ¢co-
nomic conditions and one that nceded to be
accepted given the pressures on the dollar and
the potential for inflation,

In the view of several Committee members,
the desired reserve restraint might be more ap-
propriately achicved by mceans of an immediate
increase in the discount rate, providing a more
overt means of reassuring financial markets with
regard to the System’s continuing commitment
to an anti-inflationary policy; others felt a possi-
ble discount rate increase should, in effect, be
held in reserve for use if a more visible signal
became desirable. In any cvent, any decision
with respect to the discount rate lay with the
Board of Governors, and all but one of the
Committee members agreed that, in the absence
of a ncar-term risc in the discount rate, open
market operations would be directed toward
some increase in the degree of reserve pressure
beyond that sought in recent weeks (but not
necessarily greater than that prevailing recently).
If the discount rate were increased shortly atter
the mecting, such firming through open market
operations would not be necessary, at least in the
carly part of the intermeeting period.

With regard to factors that might trigger some
adjustment in open market operations during the
intermeeting period, the members generally
agreed that both inflationary developments and
the dollar should receive special emphasis. In
particular, should inflation or inflationary cxpec-
tations scem to be intensifying or the dollar come
under renewed downward pressure, the Commit-
tee would be ready to sce some prompt further
firming of reserve conditions. At the same time,
the members did not rule out the possibility of
some casing during the period ahead, but they
viewed the potential need for a correction in that
direction as less likely. In keeping with the
Committee’s usual approach toward policy im-
plementation, any decision to alter reserve ob-
jectives during the intermeeting period should
take account of the behavior of the monetary
aggregates and the overall performance of the
cconomy.
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In their consideration of the near-term outlook
for growth of the monetary aggregates, the mem-
bers took note of an analysis, which suggested
that the broader aggregates would cxpand at
moderate rates over the balance of the second
quarter. The outsized tax payments of mid-April
had continued to affect the broad aggregates as
well as M1 through early May. Beyond that, M2
was likely to grow a little more slowly than
income, given the slight restraining effects of the
recent rise in interest rates that would be felt in
coming months. M3 expansion was less likely to
be affected by interest ratc movements, at lcast
in the near term, and was expected to be sus-
tained by issuance of managed liabilitics to sup-
port credit growth at depository institutions. On
a cumulative basis through June, growth in M2
would remain somewhat below the lower bound
of the growth *‘cone’’ representing the Commit-
tee’s 5% to 8% percent range for the year, though
within the parallel lines associated with the end
points of that range; growth in M3 would be very
near the lower bound of its growth cone and well
within its parallel band. Under prevailing circum-
stances, Committce members indicated that they
were willing to accept relatively limited growth
in the broader aggregates, at least for now, but a
few observed that such growth signaled the need
for caution. Growth in M1 also was believed
likely to moderate greatly on average in May and
June, after its surge in April. However, because
of the persisting uncertaintics about the behavior
of M1, most of the members indicated a continu-
ing preference for not specifying a numerical
growth expectation for this aggregatc in the
Committee’s policy directive.

At the conclusion of the Committec’s discus-
sion, all but one of the members indicated that
they favored or could accept a directive that
called for some increase in the degrec of reserve
pressure beyond that sought in recent wecks,
taking account of the possibility that such firming
might be accomplished through an increasc in the
discount rate. Subsequent to some initial firming
in reserve conditions through a reduced avail-
ability of reserves or through an incrcase in the
discount rate, the members indicated that some-
what greater reserve restraint would be accept-
able, and somewhat lesser reserve restraint
might be acceptable, over the intermeeting peri-

od depending on developments relating to infla-
tion and the performance of the dollar in foreign
exchange markets, while also giving consider-
ation to the behavior of the monctary aggregates
and the strength of the business expansion. This
approach to policy implementation was expected
to be consistent with growth in M2 and M3 at
annual rates of around 6 percent or less for the
threc-month period from March to June. Over
the same period growth in M1 was cxpected to
remain well below its pace in 1986; the members
would continue to evaluate this aggregate in the
light of the performance of the broader monetary
aggregates and other factors. The members
agreed that the intermeeting range for the federal
funds rate, which provides a mechanism for
initiating consultation of the Committee when its
boundaries are persistently exceeded, should be
left unchanged at 4 to 8 percent.

At the conclusion of the mecting, the following
domestic policy directive was issued to the Fed-
eral Reserve Bank of New York:

The information reviewed at this meeting suggests
on balance that economic activity is cxpanding at a
moderate pace in the current quarter. Total nonfarm
payroll employment rose considerably further in April,
with most of the gains continuing to be in the service-
producing sectors. The civilian unemployment rate felt
to 6.3 percent from 6.6 percent in March. In April,
industrial production declined after increasing at a
moderate rate in the first quarter. Total retail sales
changed little but were up somewhat from their aver-
age level in the first quarter. Housing starts were down
somcwhat in April from their first-quarter average.
Recent indicators of business capital spending point to
some recovery over the near term from a depressed
level in the first quarter. Consumer and producer
prices have risen more rapidly this year, primarily
reflecting sizable increases in prices of cnergy and
non-oil imports. Labor cost increases have remained
relatively moderate in recent months,

Growth of M2 and M3 strengthened in April from a
sluggish pace in February and March, but for 1987 to
date expansion of these two aggregates has been
slightly below the lower ends of their respective ranges
established by the Committee for the year. M1 surged
in April prompted by exceptionally large tax pay-
ments. Expansion in total domestic nonfinancial debt
has moderated somewhat thus far this year. Most
interest rates have risen considerably since the March
31 meeting of the Committee, with the largest in-
creases occurring in longer-term markets.

In foreign exchange markets, the dollar was under
heavy downward pressure over most of the intermeet-
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ing period and intervention purchases of dollars were
substantial, Recently the dollar has tended to stabilize,
but on balance its trade-weighted value against the
other G-10 currencies declined over the period. In
March the merchandise trade deficit was close to the
average for January and February.

The Federal Open Market Committee secks mone-
tary and financial conditions that will foster reasonable
price stability over time, promote growth in output on
a sustainable basis, and contribute to an improved
pattern of international transactions. In furtherance of
these objectives the Committee at its February meet-
ing cstablished growth ranges of 5% 10 8% percent for
both M2 and M3, measured from the fourth quarter of
1986 to the fourth quarter of 1987. The associated
range for growth in total domestic nonfinancial debt
was sct at 8 to 11 percent for 1987,

With respect to M1, the Committee recognized that,
based on cxperience, the behavior of that aggregate
must be judged in the light of other evidence relating to
economic activity and prices; fluctuations in M| have
become much more sensitive in recent years to
changes in interest rates, among other factors. During
1987, the Committee anticipates that growth in M1
should slow. However, in the light of its sensitivity to
a variety of influences, the Committee decided at the
February meeting not to establish a precise target for
its growth over the year as a whole. Instead, the
appropriatencss of changes in M1 during the course of
the year will be evaluated in the light of the behavior of
its velocity, developments in the cconomy and finan-
cial markets, and the nature of emerging price pres-
sures.

In that conncction, the Committee believes that,
particularly in the light of the extraordinary cxpansion
of this aggregate in recent years, much slower mone-
tary growth would be appropriate in the context of
continuing economic expansion accompanicd by signs
of intensifying price pressures, perhaps related to
significant weakness of the dollar in exchange mar-
kets, and relatively strong growth in the broad mone-
tary aggregates. Conversely, continuing sizable in-
creases  in - M1l could be accommodated in
circumstances characterized by sluggish business ac-
tivity, maintenance of progress toward underlying
price stability, and progress toward international cqui-
librium. As this implics, the Committee in reaching

opcerational decisions during the year might target
appropriate growth in M1 from time to time in the light
of circumstances then prevailing, including the rate of
growth of the broader aggregates.

In the implementation of policy for the immediate
future, the Committee seeks to increase somewhat the
degree of reserve pressure sought in recent weeks,
taking into account the possibility of a change in the
discount rate. Somewhat greater reserve restraint
would, or somewhat lesser reserve restraint might, be
acceptable depending on indications of inflationary
pressures and on developments in forcign exchange
markets, as well as the behavior of the aggregates and
the strength of the business expansion. This approach
is expected to be consistent with growth in M2 and M3
over the period (rom March through June al annual
rates of around 6 percent or less, Growth in M1 is
expected to remain well below its pace during (986,
The Chairman may call for Committec consultation if
it appears to the Manager for Domestic Operations
that reserve conditions during the period before the
next meeting are likely to be associated with a federal
funds rate persistently outside a range of 4 to 8
percent.

Votes for this action: Messrs. Volcker, Corrigan,
Angell, Bochne, Boykin, Heller, Johnson, Keehn,
and Stern. Vote against this action: Ms. Seger.

Ms. Scger dissented because she did not want
to lean on the side of any tightening of reserve
conditions beyond the firming that had occurred
since the March meeting. She was concerned
that the degree of reserve pressure prevailing
recently, which was somewhat greater than in-
tended, represented a risk to an already weak
economic expansion. She noted that the negative
effects of recent increases in interest rates had
not yet been felt in the cconomy. She also
referred to recent indications of moderating
growth in the monctary aggregates, and she did
not expect inflationary pressurcs to persist in the
context of excess production capacity and com-
modity surpluses worldwide.
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Legal Developments

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT, BANK MERGER ACT, BANK
SERVICE CORPORATION ACT, AND FEDERAL
RESERVE AcCT

Orders Issued Under Section 3 of the Bank
Holding Company Act

Atico Financial Corporation
Miami, Florida

Order Approving Formation of a Bank Holding
Company

Atico Financial Corporation, Miami, Florida, has ap-
plied for the Board's approval pursuant to section
3(a)(1) of the Bank Holding Company Act (‘'Act’’)
(12 U.S.C. § 1842(a)(1)) to become a bank holding
company by acquiring 99 percent of the voting shares
of Atico Savings Bank (‘*Atico’’) and 94 percent of the
voting shares of Intercontinental Bank (‘‘Interconti-
nental’’), both of Miami, Florida.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (52 Federal Register 10,931 (1987)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 3(c) of the Act.

Applicant, a unitary savings and loan holding com-
pany, is the parent company of Atico, a state-char-
tered savings bank, the accounts of which are insured
by the Federal Savings and Loan Insurance Corpora-
tion (‘‘FSLIC""). Intercontinental is a state-chartered
commercial bank, the accounts of which are insured
by the Federal Deposit Insurance Corporation
(““FDIC”). Applicant proposcs to become a multi-
bank holding company by acquiring Intercontinental
and by converting Atico to a state-chartered commer-
cial bank, the accounts of which would be insured by
the FDIC. Because Atico, at the time of its conversion
to an FDIC insured institution, will accept demand
deposits and makes commercial loans, Atico would be
a “‘bank’ for purposes of the Act. Accordingly, Appli-
cant properly has applicd to become a bank holding
company under section 3 of the Act, which governs
the acquisition of banks by bank holding companies.

Applicant, with deposits of $386.3 million' after the
conversion of Atico, would be the seventeenth largest
commercial banking organization in Florida, control-
ling 0.5 percent of the total deposits of commercial
banking organizations in the state. Intercontinental is
the fifteenth largest commercial banking organization
in the state, controlling deposits of $476.2 million,
representing 0.6 percent of the total deposits in com-
mercial banking organizations in the state. Upon con-
summation of this proposal, Applicant will become the
ninth largest commercial banking organization in Flor-
ida and will control deposits of $862.5 million, repre-
senting 1.1 percent of the total deposits in commercial
banking organizations in the state. Consummation of
this proposal would not have any significant adverse
effect upon the concentration of banking resources in
the state.

Applicant competes directly with Intercontinental in
the Miami-Fort Lauderdale banking market.? Upon
conversion of Atico, Applicant would be the four-
teenth largest of 84 commercial banking organizations,
controlling 1.8 percent? of the total deposits in com-
mercial banks in the market. Intercontinental is the
tenth largest commercial banking organization in the
market, controlling 2.2 percent of the total deposits in
commercial banking organizations in the market.
Upon consummation of this proposal, Applicant
would become the sixth largest commercial banking
organization and would control 4.0 percent of the total
deposits in commercial banking organizations in the
market. The Herfindahl-Hirschman Index (‘“‘HHI”")
would increase by 8 points to 9214 and the market
would remain unconcentrated. Accordingly, consum-
mation of this proposal is unlikely to lessen substan-
tially competition in the Miami-Fort Lauderdale bank-
ing market.

1. State banking data arc as of June 30, 1986. State banking data do
not include the deposits of a recently acquired branch in Orlando,
Florida.

2. The Miami-Fort Lauderdale banking market is approximated by
Dade and Broward Counties, Florida.

3. Market banking data arc as of June 30, 1985,

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is less than 1000 is considered unconcentrated, and
the Department gencrally will not challenge a bank merger or acquisi-
tion resulting in a post-merger HHI of Iess than 1000.
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Atico currently engages through wholly owned sub-
sidiaries in certain real estate investment activitics that
are authorized by state law, Applicant has agreed that
Atico will divest the real estate investment activities of
its subsidiaries within two years of consummation of
this proposal in accordance with section 4a)2) ol the
Act,

In evaluating these applications, the Board has
considered the financial resources ol Applicant and
the cffect on those resources of the proposed acquisi-
tions. The Board has stated and continues to belicve
that capital adequacy is an especially important factor
in the analysis of bank holding company proposals. In
this regard, Applicant has committed that upon forma-
tion of the bank holding company, it will maintain the
tangible primary capital ratios of cach of the two
subsidiary depository institutions and of the consoli-
dated organization at a level well in excess of the
Board's minimum capital guidelines. Additionally, Ap-
plicant intends to further strengthen the capital posi-
tion of the organization through the sale of capital
stock in the near future.

Based upon these and other facts of record, the
Board concludes that the financial and managerial
resources of ApplicanCs resulting organization are
consistent with approval. In reaching this decision, the
Board has considered carcfully the recommendations
for approval of the transaction by the State of Florida
and, in particutar, that this proposal will address
Intercontinental’s financial condition. Considerations
relating to the convenience and needs of the communi-
tics to be served are consistent with approval of this
application,

‘The Board expects that Applicant will comply with
all state and federal requirements necessary for con-
summation of the acquisition, and the Board’s approv-
al of this application under the Act is not intended o
preempt any such requirements.” The Board has previ-
ously stated that its approval of transactions under
section 3 of the Act does not relicve an applicant or the
bank involved of the responsibility (o obtain approval
under other federal or state laws and regulations and
does not shield an applicant from the consequences of
violations of other laws.*

Based on the foregoing, the Board has determined
that consummation of the proposal would be in the
public interest and that the application should be and
hereby is approved. In light of the comments of the

Comptroller of Florida concerning the condition of

S, The Board may not approve an application that would result in a

violation of federal or state law. Whitney National Bank v. Bank of

New Orleans & Trust Co., 379 U8, 411 (1965),
6, Hartjord National Corporation, (Order dated June 1, 1987);
Comerica Ine., 73 Froirat Reserve Buin e 599 (1987).

Intercontinental and the need for expeditious Board
action, the acquisition of Inicrcontinental may be
consummated at any time on or after the fifth calendar
day following the effective date of this Order. Appli-
cant’s acquisition of Atico in connection with its
conversion 1o an FDIC insured commercial bank shall
not be consummated before the thirtieth calendar day
following the effective date of this Order.” Neither
acquisition shalf be consummated later than three
months after the eflfective date of this Order unless
such period is extended for good cause by the Board or
by the Federal Reserve Bunk of Atlanta acting pursu-
ant to delegated authority,

By order of the Board of Governors, effective
July 20, 1987,

Voting for this action: Chairman Volcker and Governors
Johnson, Angell, and Heller., Absent and not voting: Gover-
nors Seger and Kelley.

JAMES MCAYEE

|SEAL] Associate Secretary of the Board

First Empire State Corporation
RBuftalo, New York

Order Approving Acquisition of a Bank

First Empire State Corporation, Buflalo, New York, a
bank holding company within the meaning of the Bank
Holding Company Act (*"Act”) (12 U.S.C. § 1842
(a)(1)), has applied for the Board’s approval pursuant
to scction 3(a)(3) of the Act (12 U.S.C. § 1842
()(3)) to acquire up to 100 pereent of the voting shares
of Bank of Richmondville, Richmondville, New York
(**Bank’").

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (52 Federal Register 10,265 (1987)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 3(¢) of the Act.

Applicant is the sixteenth largest commercial bank-
ing organization in New York, holding deposits of $2.3
billion, representing [ess than one percent of the total
deposits in commercial banking organizations in the

7. In the event that Appficant acquires [ntercontinental without
consummating the proposed conversion of Atico from a thrift institu-
tion to an FDIC-insured bank, Applicant would have two years under
section 4(a)(2) of the Act to divest the shares of the subsidiary thrift
institution.
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state.! Bank is among the smallest commercial bank-
ing organizations in the state, controlling deposits of
$34.6 million, representing less than one percent of the
total deposits in commercial banking organizations in
the state. Upon consummation of this proposal, Appli-
cant would remain the sixteenth largest commercial
banking organization in New York and would control
less than one percent of the total deposits in commer-
cial banking organizations in the state. Consummation
of this proposal would not result in a significant
increase in the concentration of banking resources in
New York.

Bank is the nineteenth largest of 21 commercial
banking organizations in the Albany banking market,?
controlling less than one percent of the total deposits
in the market. Applicant does not operatc in the
Albany banking market. Accordingly, consummation
of the proposal would not have any significant adverse
effect on existing competition in the market.

The Board also has considered the effect of the
proposed acquisition on probable future competition
in the Albany banking market. In view of the numer-
ous potential entrants into the market, the Board
concludes that consummation of the proposed transac-
tion would not have any significant adverse effect on
probable future competition in any relevant market.

In its evaluation of Applicant’s managerial re-
sources, the Board has considered certain violations
by Applicant’s lead bank, Manufacturers and Traders
Trust Company, Buitalo, New York (**“M&T"), of the
Currency and Foreign Transactions Reporting Act
(*‘CFTRA”’) and the regulations thereunder.?

In this regard, the Board notes that Applicant volun-
tarily brought the subject violations to the attention of
the appropriate supervisory authoritics after they were
discovered through Applicant’s internal audit pro-
gram. Moreover, Applicant has voluntarily reported
these previously unreported currency transactions,
and has implemented new compliance procedures to
prevent similar violations from occurring in the future.
In addition, an examination conducted by the appro-
priate supervisory authority has determined that
M&T's new compliance procedures are sufficient to
ensure future compliance with the CFTRA.

The Board also has considered certain violations by
Bank of the CFTRA. Bank has corrected these viola-
tions and has implemented new compliance proce-

1. Statewide banking data are as of December 31, 1986.

2. The Albany banking market is approximated by the following
counties: Albany, Columbia, Fulton, Greene, Hamilton, Montgom-
ery, Rensselaer, Saratoga, Schenectady, Schoharie, Warren, and
Washington, all in New York. Market data are as of June 30, 1985.

3. 31 U.S.C. § 5311 et seq.; 31 C.F.R. § 103.

dures to prevent a recurrence of similar violations,
The record reflects that Bank’s primary regulator has
advised the Board that Bank’s new procedures ade-
quately address concerns raised by the prior viola-
tions,

For the foregoing reasons and based upon a review
of all of the facts of record, the Board concludes that
the managerial resources of Applicant and Bank are
consistent with approval. The Board also finds that the
financial resources of Applicant and Bank are consis-
tent with approval.

Existing management of Bank has submitted com-
ments opposing this proposal. In addition, the Board
has received more than 60 comment letters and peti-
tions in opposition to this proposal from certain com-
munity members, as well as certain customers and
shareholders of Bank.

These commenters are concerned that Bank will
cease to be an independent bank characterized by a
friendly, small town orientation if this application is
approved, because Applicant is a large non-local bank
holding company. In addition, the commenters arguc
that this proposed transaction will not serve the needs
of the community. They argue that small depositors,
currently able to maintain accounts at Bank due to
Bank’s low minimum balance requirements, will not
be able to maintain those accounts if Applicant ac-
quires Bank and implements its policies. Some com-
menters also suggest that customers will terminate
their relationships with Bank if ownership and man-
agement change.

The Board has carefully considered the comments in
opposition to this proposal. The commenters primarily
extol the virtues of Bank and do not raise issues that
reflect adversely on the management of Applicant or
its record in meeting the convenience and needs of the
communities it serves.

There is no evidence in the record to support the
commenters’ suggestion that Bank may not adequately
serve the needs of small depositors if the application is
approved. Moreover, Applicant has indicated that,
upon achieving control of Bank, it will continue
Bank’s record of service to the community and, in
particular, to small depositors. Indeed, Applicant pro-
poses new services for Bank, including home equity
loans, variable-rate installment loans, ATM machines,
discount brokerage services, variable-rate credit cards
and international banking, which would serve to en-
hance the Bank’s provision of services to its communi-
ty. Accordingly, after careful review of all the com-
ments submitted and the facts of record in this case,
the Board has determined that the comments do not
warrant denial of this application. The Board therefore
concludes that convenience and needs considerations
are consistent with approval of this application.
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Based on the foregoing and other facts of record, the
Board has determined that the application should be
and hereby is approved. This transaction shall not be
consummated before the thirticth calendar day follow-
ing 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 causce by the Board or
by the Federal Reserve Bank of New York pursuant to
delegated authority.

By order of the Board of Governors, effective
July 6, 1987.

Voting for this action: Chairman Volcker and Governors
Johnson, Scger, Angell, Heller, and Kelley.

Jamis MCALEE

[sEAL] Associate Secretary of the Board

Hartford National Corporation
Hartford, Connecticut

Order Approving Acquisition of a Bank

Hartford National Corporation, Hartlord, Connecti-
cut, a bank holding company within the meaning of the
Bank Holding Company Act (Act™) (12 U.S.C. §
1841 ¢t seq.), has applicd for the Board’s approval
under section 3a)d3) of the Act (12 US.C. §
1842(a)(3)), to acquire Chester Bank, Chester, Con-
necticut (“"Bank™).

Notice of this application, affording an opportunity
for interested persons to submit comments, has been
given in accordance with scction 3 of the Act (52
Federal Register 10,265 (1987)). T'he time for filing
comments has expired, and the Board has considered
this application and all comments received in light of
the factors set forth in section 3(¢) of the Act.

Applicant controls six banking subsidiaries located
in Massachuscetts and Conncecticut. Applicant is the
second largest commercial banking organization in
Connccticut, with deposits of $7.0 billion,! represent-
ing approximately 26 percent of the total deposits in
commercial banks in the state. Bank is the 23rd targest
commercial banking institution in Connecticut, with
deposits of $89.5 million, representing less than one
percent of the total deposits in commercial banks in
the state. Upon consummation of this proposal, Appli-
cant would remain the second largest commercial
banking organization in Connecticut. controlling 26.4

1. State deposit datacare as of December 31, 1986, and do not
reflect Applicant’s pending acquisition of the successor to The Sav-
ings and Louan Association of Southington, Southington. Conneeticut,
approved by the Bowrd on June 1, 1987,

percent of total deposits in the state. Consummation of
this proposal would not result in a significant increase
in the concentration of banking resources in Connecti-
cut,

Applicant and Bank both compete in the Hartford
and Old Saybrook banking markets. In the Hartford
banking market,> Applicant is the second largest of 17
commercial banking institutions, controlling deposits
of $2.5 billion,* which represents 36.4 percent of total
deposits in commercial banks in the market. Bank is
among the smaller commercial banking institutions in
the Hartford market, controlting deposits of $6.2 mil-
lion, which represents less than one percent of the
market’s total commercial bank deposits. Upon con-
summation of this proposal, Applicant would remain
the second largest commercial banking institution in
Hartford, and would control 37 percent of the market’s
total deposits in commercial banks. The Herfindahl-
Hirschman Index (““HHI"")* would increase by only 6
points to 3079, and the Hartford market would remain
highly concentrated. In view of the small amount of
competition that would be climinated, consummation
of this proposal would not have a significant adverse
effect on existing competition in the Hartford banking
market.*

Applicant and Bank also compete in the Old Say-
brook banking market.® Applicant is the second largest
of six commercial banking institutions in the Old
Saybrook market, controlling deposits of $49.5 mil-
lion, which represents 25.7 percent of total deposits in
commercial banks in the market. Bank is the largest
commercial banking institution in the Old Saybrook
banking market, controlling deposits of $62.2 million,
which represents 32.3 percent of the market’s total
commercial bank deposits. Upon consummation of
this proposal, Applicant would become the largest
commercial banking institution in the Old Saybrook

2. The Hartford banking market is approximated by the Hartford
Rand Mc¢Nally Area ("RMA’") minus the Toltand County township ol
Manstield and the Windham County township of Windham, plus the
Windham County township of Ashford, the Hartford County township
of Hartland and the Tolland County township of Union, and the
remaining portions of Plymouth and East Haddam not alveady includ-
ed in the RMA.

3. Market deposit data are as of June 30, 1985,

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HH1
by more than S0 points unless other Tactors indicate that the merger
will not substantially lessen competition. The Department of Justice
has informed the Board that 4 bank merger or acquisition is likely to
be challenged (in the absence of other factors indicating an anticom-
petitive effect) if the post-merger HHI is at least 1800 and the merger
increases the HHI by at least 200 points.

5. The Board also has considered the competitive effects ol thrifts
in the Hartford banking markel,

6. The Old Saybrook banking market is approximated by the
Middlesex County townships ol Old Saybrook, Chester, Essex,
Westbrook and Deep River,
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market, and would control $111.7 million in deposits,
representing 58.0 percent of the total deposits in
commercial banks in the market. The HHI in the Old
Saybrook market would increase 1661 points to 4049
and the four-firm concentration ratio would increase
from 89.1 percent to 96.0 percent.

The potential adverse competitive ecffects of this
proposal are substantially mitigated, however, by con-
sideration of certain unique facts and circumstances
present in this case: the large number of remaining
competitors relative to the size of the market, the very
substantial commercial banking services provided by
savings banks and savings and loan associations, and
the unusual location and configuration of the Old
Saybrook market. These three factors, taken together,
substantially mitigate the anticompetitive effects of the
combination of Applicant and Bank in the Old Say-
brook market.

First, ten other depository institutions (four com-
mercial banks and six thrift institutions) would remain
in the Old Saybrook market, a large number of inde-
pendent competitors relative to the size of the market.
Together, these institutions account for $314.7 million
(73.8 percent) of the $426.4 million of total deposits in
the market. These institutions, along with nondeposi-
tory financial service providers, would continue to
compete with Applicant after consummation of its
proposal.

Second, thrift institutions” currently exert a consid-
erable competitive influence in the Old Saybrook
market as providers of transaction accounts and con-
sumer loans. All six thrifts also arce exercising the
liberal commercial lending powers authorized under
state law to thrift institutions.® These thrifts control
deposits of $233.9 million, which represent approxi-
mately 55 percent of the total deposits in all banks and
thrifts in the market. The first and third ranked deposi-
tory institutions in the Old Saybrook market are thrift

7. The Board previously has indicated that thrift institutions have
become, or have the potential to become, major competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BULLETIN 743 (1984); The Chase Manhattan Corporation, 70 FEDER-
AL RESERVE BULLETIN 529 (1984); NCNB Bancorporation, 69 FEDER-
AL RESERVE BULLETIN 802 (1983); First Tennessee Corporation, 69
FEDERAL RESERVE BULLETIN 298 (1983).

8. 1f 50 percent of the deposits controlled by thrift institutions in
the Old Saybrook market were included in the calculation of market
concentration, the four-firm concentration ratio would be 63.9 per-
cent, and the HHI would increase 644 points to 1901, Applicant would
rank first among banks and thrifts in the market, controlling 36.1
percent of the market's deposits.

If 100 percent of the deposits controlled by thrift institutions in the
Old Saybrook market were included in the calculation of market
concentration, the four-firm concentration ratio would be 59.4 per-
cent, and the HHI would increase 338 points to 1527. Applicant would
rank first among banks and thrifts in the market, controlling 26.2
percent of the market’s deposits.

institutions, and together account for 33.2 percent of
total deposits in banks and thrifts in the market.

Moreover, all six thrifts in the Old Saybrook market
conduct, in effect, a commercial banking business as
authorized under Connecticut law.” Four of the six
thrifts in the market (including the market's first and
third largest depository institutions) are chartered as
savings banks, which traditionally in Connecticut have
offered significant competition to local commercial
banks in the provision of a full range of financial
services. In particular, thrifts in the Old Saybrook
market (savings banks and S&I1.’s alike) provide a full
array of commercial banking scrvices in addition to
offering traditional thrift products — characteristics
which are reflected in the asset composition of their
portfolios. For example, the ratio of commercial and
industrial loans (other than those secured by rcal
estate) to total assets for thrifts in the market is
approximately 9.0 percent, well above the 1.6 percent
national average for thrifts on a nationwide basis. The
ratio of commercial loans secured by real estate to
total assets for thrifts in the Old Saybrook market is
11.2 percent, the same as that for commercial banks in
the market. In addition, the ratio of consumer loans to
total assets for thrifts in the market, at 12.9 percent, is
nearly equivalent to the 14 percent ratio for commer-
cial banks in the market. Moreover, all thrift institu-
tions in the Old Saybrook market offer commercial
demand deposit accounts, and § of the six institutions
offer personal demand deposit accounts.

Third, the facts of record show that the potential
anticompetitive effects of this acquisition are lessened
by certain unique characteristics of the Old Saybrook
banking market. The Board previously has indicated
that the relevant banking market should reflect com-
mercial and banking realities and should consist of the
localized area where customers can practically turn for
alternatives.' The Board therefore has considered the
geographic setting of the Old Saybrook banking mar-
ket, labor force commuting patterns, and the ease of
access to, as well as ready availability of, financial

9. In 1983, Connecticut statutes were amended to remove limita-
tions on personal and business demand deposit activity and increase
permissible commercial loan activity, Currently, 30 percent of the
assets of Connecticut thrifts can be invested in commercial loans. On
October 1, 1987, the permissible level increases to 40 percent. On
October 1, 1988, all limitations will be removed and thrifts will be
authorized to transact, in cffect, a general banking business.

10. Pikeville National Corporation, 71 FEDERAL RESERVE BULLE-
TIN 240 (1985); Dacoteh Bank Holding Company, 70 FEDERAL
RESERVE BULLETIN 347 (1984); Wyoming Bancorporation, 68 FEDER-
AL RESERVE BULLETIN 313 (1982), aft"d, 729 F.2d 687 (10th Cir. 1984);
Independent Bank Corporation, 67 FEDERAL RESERVE BULLETIN 436
(1981).



services provided by out-of-market institutions, in
terms of assessing the competitive effects of Appli-
cant’s proposal.

The Old Saybrook banking market is characterized
by a highly unusual location and configuration unlike
any market previously considered by the Board. The
market is onc of 12 designated markets in Connecticut
and cncompasses a seven by 15 mile strip in the south-
central portion of the statec. Old Saybrook also is
among the smallest of 97 commercial banking markets
designated in the entire New England area. Of the five
towns in the matket, Old Saybrook is the only busi-
ness center, and it is located at the market’s southern-
most tip. The Old Saybrook banking market is sur-
rounded by three RMAs, ' but none of the five towns
in the market is included in any of these areas. The Old
Saybrook banking market lies in close proximity to the
central business districts of New London (15 miles),
New Haven (27 miles), and Hartford (40 miles). The
Old Saybrook banking market is influenced to an
unusual degrec by cach of these surrounding commu-
nities, but the facts of record suggest that it is not
strongly ticd to any onc central business arca so as to
render it an integal part of one of these markets.

In addition to the market’s geographic configura-
tion, commuting patterns traditionally have provided
important indications of cconomic and commercial
integration in defining market arcas.'? In the Old
Saybrook banking market, a large portion of the daily
work force (29 percent) commutes to surrounding
communitics. The distribution of total commuters is
diffuse, however (11.3 percent to New Haven, 8.6
percent to New London and 9.3 percent to Hartford),
and thus fails to definitively tic the Old Saybrook
market to any one business center.

Applicant also has provided local advertising infor-
mation, which suggests that consumer and commercial
customers in the Old Saybrook banking market are
readily exposed to and solicited by financial service
providers in surrounding market arcas. The Old Say-
brook market has a weekly newspaper, but receives
local daily newspaper service from the surrounding

1. Rand McNally, ITnc., delincates RMAs for the business com-
munity and can be used to indicate arcas of cconomic and social
integration. An RMA includes a central city or cilics, any adjacent
continuously built-ip arca, and other communities not connected to
the city by continuously built-up territory il the bulk of their popula-
tion is supported by commuters to the central city and its adjacent
built-up arcas, and provided their population density is fairly high. A
place generally mects the commuting requirement if at least 20 pereent
of its labor force commutes to the ceatral city or its adjucent arcas.
1987 Rand McNally Commercial Atlay & Marketing Guide, 118th
Edition.

12, Sumwest Financial Services, Inc., 73 FEDERAL RESERVE Bul -
LETIN 403 (1987).

New Haven and New [ondon markets. Information
supplied by Applicant shows that cight commercial
banks located outside the Old Saybrook market regu-
larly advertise their services in the New Haven and
New London papers distributed in the Old Saybrook
market. All local television stations, and two of three
radio stations, servicing the Old Saybrook market also
originate from the surrounding New Haven or New
London market areas. Out-of-market commercial
banks advertising their products and services over
these stations would, of necessity, be directing their
solicitations at Old Saybrook banking customers, Fi-
nally, Applicant has compiled data which show that
small businesses in the Old Saybrook market have
designated over a dozen out-of-market banking institu-
tions to serve as their primary commercial lender.

Applicant also has identified 26 non-depository in-
stitutions offering credit services that solicit customers
in the Old Saybrook banking market, Eighteen of these
institutions specialize in mortgage credit. In addition,
at least 23 securities and bond brokers actively solicit
customers in the market. Of these 49 institutions, only
6 arc physically located in the market.

In sum, the unusual geographic characteristics of
the Old Saybrook market, the strong influence on the
market of the three surrounding business centers, the
significant exposure of customers in the Old Saybrook
market to the financial scrvices offered by out-of-
market institutions, and evidence that Old Saybrook
customers turn to out-of-market institutions for certain
financial services, all contribute to the unique attri-
butes of the Old Saybrook market. In the Board’s
view, these factors, along with the significant competi-
tive influence of thrifts in the market, and the exis-
tence of numerous remaining providers of financial
services to both consumer and commercial customers,
substantially mitigate the anticompetitive cffects of
this proposal in the Old Saybrook market and render
competitive factors consistent with approval. The
Board therefore concludes that consummation of Ap-
plicant’s proposal would not have a significant adverse
effect upon existing competition in any relevant mar-
ket.

The financial and managerial resources of Applicant
and Bank are consistent with approval. Considerations
relating to the convenience and needs of the communi-
ties 1o be served also are consistent with approval of
this application,

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. The transaction shall not be
consummated before the thirtieth calendar day follow-
ing the cffective 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
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by the Federal Reserve Bank of Boston, acting pursu-
ant to delegated authority.

By order of the Board of Governors, effective
July 14, 1987.

Voting for this action: Vice Chairman Johnson and Gover-
nors Seger, Angell, Heller, and Kelley. Absent and not
voting: Chairman Volcker.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Houston Bancorporation, Inc.
St. Paul, Minnesota

Order Approving Acquisition of Bank Holding
Companies and a Bank

Houston Bancorporation, Inc., St. Paul, Minnesota, a
bank holding company within the meaning of the Bank
Holding Company Act (12 U.S.C. § 1841 et seq.)
(**Act’), has applied for the Board's approval under
section 3 of the Act (12 U.S.C. § 1842) to acquire
Citizens State Bank of Hayfield (‘*Citizens’”), Hay-
field, Minnesota, and to merge with Ladysmith Corpo-
ration (‘*Ladysmith’’), St. Paul, Minnesota, and Cot-
tage Grove Bancorporation, Inc. (**CGB’’), St. Paul,
Minnesota, and thus indirectly acquire The Pioneer
National Bank of Ladysmith (‘*Pioneer’’), Ladysmith,
Wisconsin, and Minnesota National Bank of Cottage
Grove, Cottage Grove, Minnesota.

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

Applicant, CGB and Citizens are among the smaller
commercial banking organizations in the state of Min-
nesota. Upon consummation of this proposal, Appli-
cant would become the 31st largest commercial bank-
ing organization in the state of Minnesota, controlling
total deposits of $90.1 million, representing 0.25 per-
cent of total deposits in commercial banking organiza-
tions in the state.! Consummation of this proposal
would not result in a significant increase in the concen-
tration of banking resources in Minnesota.

Since Applicant and the banks to be acquired do not
operate in the same banking markets, consummation

1. All banking data are as of June 30, 1986.

of the proposal would not eliminate any existing
competition.

Applicant also seeks to acquire Ladysmith, and thus
indirectly to acquire Pionecr, a Wisconsin bank. Sec-
tion 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire a bank located outside the holding company’s
home state, unless such acquisition is ‘‘specifically
authorized by the statute laws of the state in which
such bank is located, by language to that effect and not
merely by implication.”’? The statute laws of Wiscon-
sin, Wis. Stat. Ann. § 221.58 (West Supp. 1986),
authorize an out-of-state bank holding company with
its principal place of business in one of eight *‘regional
states,”” including Minnesota, to acquire a Wisconsin
bank that operated in Wisconsin prior to May 9, 1986,
if the Wisconsin Commissioner of Banks determines
that the ‘‘regional state’ permits Wisconsin bank
holding companies to acquire banks or bank holding
companies located in that state.

The Wisconsin Commissioner of Banks and the
Minnesota Commissioner of Commerce have conclud-
ed that the statute laws of Minnesota and Wisconsin
‘‘appear to be compatible and to permit interstate
acquisitions of banks and bank holding companies
between two states.”’* Based on the foregoing, includ-
ing the Board's review of the statutes involved, the
Board has determined that the proposed acquisition is
specifically authorized by the statute laws of Wiscon-
sin and is thus permissible under the Douglas Amend-
ment, subject to the decision of the Wisconsin Com-
missioner of Banks not to disapprove this transaction
pursuant to subsections 221.58(4)(b) and (6) of the
Wisconsin Statutes, Wis. Stat. Ann. §§ 221.58(4)(b)
and 221.58(6). The Board’s Order is specifically condi-
tioned upon satisfaction of the state regulatory re-
quirement that the Wisconsin Commissioner of Banks
not disapprove this application.

Applicant has no subsidiaries in the state of Wiscon-
sin and does not compete in any market in the state.
Accordingly, consummation of this proposal would
not eliminate any significant competition in the rele-
vant market in Wisconsin.

The Board concludes that the financial and manage-
rial resources of Applicant, its subsidiary bank and the
banking organizations to be acquired are consistent
with approval of these applications. In reaching this

2. A bank holding company’s home state for purposes of the
Douglas Amendment is that state in which the total deposits of its
banking subsidiaries were largest on July 1, 1966, or on the date it
became a bank holding company, whichever date is later. 12 U.S.C.
§ 1842.

3. Cooperative Agreement Between the State of Wisconsin and the
State of Minnesota, dated February 6, 1987.
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conclusion, the Board notes that these transactions
involve a restructuring of the existing ownership inter-
ests of Applicant’s principal, and no new acquisition
debt is involved in the proposal. The Board has also
considered, in its assessment of capital adequacy, that
actions taken in conjunction with these applications
will improve the capital position of Applicant and its
subsidiary banks, as well as the chain banking organi-
zation controlled by Applicant’s principal sharcholder.
In addition, Applicant has submiited a plan to further
improve the tangible primary capital ratio of the chain
banking organization, On the basis of the foregoing,
banking factors arc consistent with approval of these
applications. Considerations relating to the conve-
nicnce and needs of the communities to be served also
are consistent with approval of these transactions,

Based on the foregoing and other facts of record, the
Board has determined that the applications should be,
and hereby arc, approved, subject to the express
condition, with regard to the Wisconsin acquisition,
that the Wisconsin Commissioner ol Banks not disap-
prove the proposed acquisition. The transactions shall
not be consummated belore the thirtieth calendar day
following the effective date of this Order or later than
three months after the cffective date of this Order,
unless such period is extended for good cause by the
Board or by the FFederal Reserve Bank of Minneapolis,
acting pursuant 1o delegated authority.

By order of the Board of Governors, eflective
July 15, 1987.

Voting for this action: Chairman Volcker and Governors
Johnson, Scger, Angell, Heller, and Kelley.

JAMES MCAYEE

[SEAL] Associate Secretary of the Board

McLeod Bancshares, Inc.
Hutchinson, Minnesota

Order Approving Acquisition of « Bank

MclLeod Bancshares, Inc., Hutchinson, Minnesota,
has applied pursuant to scction 3(a)(3) of the Bank
Holding Company Act (“"BHC Act” or “Act’),
12 U.S.C. § 1841 et seq., to acquire 24.5 percent of
the voting shares of Exchange State Bank, St. Paul,
Minnesota (“*Bank’").

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act. The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 3(c) of
the Act.

Applicant controls two subsidiary banks with total
deposits of $54.7 million, representing approximately
0.1 percent of the total deposits in commercial banks
in Minnesota.! Bank is the 506th largest commercial
banking organization in Minnesota, controlling depos-
its of $8.4 milliion representing approximately .02
percent of the total deposits in commercial banking
organizations in the state. Consummation of this pro-
posal would not significantly increase the concentra-
tion of banking resources in the state of Minnesota.

Applicant’s subsidiary banks and Bank compete in
the Minncapolis/St. Paul banking market.? Applicant’s
subsidiary banks control 0.4 percent of the deposits in
commercial banks in the market.” Bank, with deposits
of $8.4 million, is the 121st largest of (24 banks in the
market, controlling .03 percent of deposits in commer-
cial banks in the market. Upon consummation of this
proposal, Applicant would control fess than 0.5 per-
cent of total deposits in commercial banks in the
Minneapolis/St. Paul market, and the Herfindahl-
Hirschman Index would increase by one point to 2153,
Consummation of this proposal would not have any
significant adverse effect upon competition in any
banking market, and competitive considerations are
consistent with approval.

Bank's majority sharcholder, Anchor Bancorp, Inc.
(**"Anchor’™), and Anchor’s principal sharcholder
(*"Protestants™), filed cotmments opposing this propos-
al, arguing that the proposed acquisition of less than an
absolute majority of the voting shares of Bank will
result in the failure of Applicant to serve as a source of
financial and managerial strength 1o Bank.* Protes-
tants also challenge whether such a minority invest-
ment in Bank will weaken Applicant’s financial condi-
tion.

The Board has evaluated the financial and manageri-
al resources of Applicant and Bank and finds them to
be consistent with approval. This transaction will be
accomplished through an exchange of shares, and
Applicant will incur no acquisition debt as a result of

1. All banking data are as of December 31, 1986,

2. The Minneapolis/St. Paul banking market is approximated by the
Minneapolis/St. Paul RMA adjusted to include all of Carver and Scott
Counties and Lancsburgh Township in Le Sucur County.

3. As of June 30, 19K5,

4. Protestants also argue that the value of Applicant’s stock to be
received by Applicant’s principal is excessive compared to the value
of Bank stock Applicant’s principal will exchange with Applicant. In
questioning the appropriate ratio of shares to be exchanged, Anchor’s
principal sharcholder argues that as a minority sharcholder of Appli-
cant his interest in Applicant will be diluted, The price to be set for the
purchase of bank stock and, in particular, the proper ratio tor
exchange of shares is a matter appropriately left to the parties to the
transaction, who in this case have already sought recourse to the
caurts to resolve these issues. Further, it does not appear that such
issues are within the scope of factors the Board may consider, See
Western Bancshares, Ine. v, Board of Governors, 480 F.2d 749 (10th
Cir. 1973},



Legul Developments 725

the transaction. Consequently, Applicant will not rely
upon dividends of Bank to service any debt. Based
upon this fact and the fact that the condition of Bank is
satisfactory, this proposed investment, which is actu-
ally a transfer to a holding company of an interest held
by Applicant’s majority shareholder for seven years,
will not impair Applicant’s financial resources. Conse-
quently, this case can be distinguished from the
Board’s decision in the case of NBC Co., 60 FEDERAL
RESERVE BULLETIN 782 (1974), in which the Board
denied the acquisition of a minority interest in a bank
to which the bank’s absolute majority shareholder
objected. Moreover, unlike the NBC Co. case, the
majority shareholder of Bank, Anchor, is itsclf a bank
holding company to which the Board may look as a
source of strength for Bank.

Applicant’s principal has no representation on
Bank’s board of directors and it is not anticipated that
Applicant will be so represented. As a result, this
transaction will not “*perpetuate or aggravate dissen-
sion in Bank’s management” — a basis cited by the
Board for denial of an application to acquire a minority
interest in NBC Co. Id. 784. Applicant also has the
necessary resources to serve as a source of financial
strength to Bank. Moreover, Bank’s condition is satis-
factory and Anchor is considered to be a source of
strength to Bank, particularly in view of its recent
injection of capital into Bank. Accordingly, there is no
extraordinary need for Applicant to play a more active
role as a source of financial strength to Bank. After
careful review of the comments submitted and all of
the facts of record in this case, the Board has deter-
mined that the comments submitted do not warrant
denial of this application. Financial and managerial
factors and future prospects of Applicant, its subsid-
iary banks, and Bank arc consistent with approval.
Considerations relating to the convenience and necds
of the community to be served are also consistent with
approval.

Based on the foregoing and other facts of record, the
Board has determined that the application should be
and hereby is approved. This transaction shall not be
consummated before the thirtieth calendar day follow-
ing 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 Minneapolis pursu-
ant to delegated authority.

By order of the Board of Governors, effective
July 10, 1987.

Voting for this action: Chairman Volcker and Governors
Seger, Angell, and Kelley. Absent and not voting: Governors
Johnson and Heller.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Northeast Bancorp, Inc.
North East, Maryland

Order Approving Formation of a Bank Holding
Company

Northeast Bancorp, Inc., North East, Maryland, has
applied for the Board’s approval under section 3(a)(1)
of the Bank Holding Company Act of 1956, as amend-
ed (““BHC Act’”) (12 U.S.C. § 1842(a)(1)), to become
a bank holding company by acquiring 80 percent or
more of the outstanding voting stock of First National
Bank of North East, North East, Maryland (**Bank™).

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

Applicant is a nonoperating corporation with no
subsidiaries formed for the purpose of acquiring Bank.
Bank is the 48th largest commercial banking organiza-
tion in the State of Maryland, with total deposits of
$40.8 million, representing less than 0.2 percent of the
total deposits in commercial banks in the state.!

Bank is the 39th largest of 57 commercial banking
organizations in the Wilmington banking market,? con-
trolling 0.3 percent of the total deposits in commercial
banks.* Principals of Applicant are not affiliated with
any other depository organization in the market. Con-
summation of this proposal would not result in any
adverse cffects upon competition or increase the con-
centration of banking resources in any relevant mar-
ket. Accordingly, the Board concludes that competi-
tive considerations under the BHC Act are consistent
with approval.

In its cvaluation of Applicant’s managerial re-
sources, the Board has considered certain violations
by Bank of the Currency and Foreign Transactions
Reporting Act (““CFTRA’) and the regulations there-
under.® Applicant has taken appropriate remedial ac-
tion to correct such violations and prevent their recur-
rence. ‘The corrective measures include  the
development of a new compliance policy. enhanced
audit procedures, and additional training for Bank’s
personnel. In addition, Bank’s primary regulator, the

1. All banking data are as of June 30, 1986, unless otherwise
indicated.

2. The Wilmington banking market is defined as Cecil County,
Maryland: Chester County, Pennsylvania; Salem County, New Jer-
sey; and New Castle County, Delaware.,

3. Market data are as of June 30, 1985,

4. 31 U.S.C. § S3LUL, ef seq.; 31 C.F.R. ¥ 103,
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Office of the Comptrotler of the Currency, has indicat-
ed that all CI'TRA violations were corrected and that a
subsequent examination did not reveal any additional
violations.

The financial and managerial resources and future
prospects of Applicant and Bank are considered con-
sistent with approval of the proposal. Considerations
relating to the convenience and needs of the communi-
ty to be scrved are consistent with approval,

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. ‘This transaction shall not be
consummated before the thirtieth catendar day follow-
ing 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
the Federal Rescerve Bank of Richmond, acting pursu-
ant to delegated authority,

By order of the Board of Governors, effective
July 2, 1987.

Voting tor this action: Chairman Volcker and Governors
Johnson, Seger, Angell, and Kelley. Absent and not voting:
Governor Heller.

JAMES MCAFEE

|sEAL] Associare Secretary of the Board

Orders Issued Under Section 4 of the Bank
Holding Company Act

Amsterdam-Rotterdam Bank N.V.
Amsterdam, The Netherlands

Order Approving Application to Acquire Amsterdam
Pacific Corporation

Amsterdam-Rotterdam Bank N.V., Amsterdam, The
Netherlands, a foreign bank subject to the provisions
of the Bank Holding Company Act (12 U.S.C. § 1841
et seq.) (the ““Act’), has applied for the Board’s
approval pursuant to section 4(c)8) of the Act
(12 U.S.C. § 1843(¢)(8)) to acquire up to 100 percent
of the voting shares of Amsterdam Pacific Corpora-
tion, San Francisco, California (**Company’’), and
thereby to engage de novo in certain nonbanking
activitics.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (52 Federal Register 13,521 (1987)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 4(¢)(8)
of the Act.

Applicant, with total assets of approximately $63.2
billion, is the second largest bank in the Netherlands
and the 48th largest banking organization worldwide.
Through its subsidiarics, Applicant engages in various
permissible banking and nonbanking activitics.

Company will engage in the following nonbanking
activities:

(1) portfolio investment advisory services for a small
number of investment partnerships;
(2) feasibility studies for corporations; and
(3) valuation services (including valuations of com-
pamces or one or more integral parts) for purposes of
acquisitions, mergers or divestitures; tender offer
evaluations; advice for management or for bank-
ruptey court on the viability and capital adequacy of
financially troubled companics (and on the fairness
of bankruptcy reorganization); valuation opinions
on transactions in publicly held securities; valua-
tions on the fair market value of cmployee stock
ownership trusts; periodic valuation of stock of
privately owned companies; and valuations of large
blocks of securities of publicly owned companics.

Portfolio investment advisory services have been
determined by the Board to be closely related to
banking and permissible for bank holding companies.
(12 C.F.R. § 225.25(b)(4)(1i1)). The Board previously
has determined by Order that the activities of provid-
ing feasibility studies for corporations and valuation
services are closely related to banking and permissible
for bank holding companics.”

In order to approve this application, the Board must
also find that the performance of the proposed activi-
tics ““can reasonably be expected to produce benefits
to the public, such as greater convenience, increased
competition, or gains in cflicicncy, that outweigh
possible adverse effects, such as undue concentration
of resources, decrcased or unfair competition, con-
flicts of interests, or unsound banking practices.”” In
this regard, Company will be a de nove entrant into the
financial services market and will enhance competition
by widening the range of firms from which companics
may choosec.

The Board notes that the primary capital ratio of
Applicant, as publicly reported, is below the minimum
capital guidelines established by the Board for U.S.
bank holding companics. The Board has also consid-
ered all of the information available to the Board

1. Data ave as of December 31, 1986,

2. Security Pacific Corporation, 71 FEDERAL RESERVE BULLETIN
118 (1985); Signet Banking Corporation, 73 FEDERAL RESERVE Bul.-
LETIN 59 (1987).
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regarding the financial condition of Applicant and
made adjustments in accordance with U.S, regulatory
and accounting practices. In light of these facts and the
fact that Company will be ¢stablished de novo, will be
small in comparison to Applicant, and will engage in
permissible nonbanking activitics, the Board has de-
termined that the financial resources of Applicant are
consistent with approval of this application. The man-
agerial resources of Applicant also are consistent with
approval.

The Board believes that concerns regarding con-
flicts of interest and related adverse effects that may
be associated with financial feasibility studies can be
substantially mitigated through the imposition of con-
ditions designed to prevent such adverse effects, The
Board finds that the appropriate conditions to mitigate
such adverse effects arc as follows:

(1) Company’s financial advisory activities shall not

encompass the performance of routine tasks or

operations for a customer on a daily or continuous
basis;

(2) Disclosure will be made to cach potential cus-

tomer of Company that Company is an affiliate of

Applicant;

(3) Advice will be rendered by Company on an

explicit fee basis without regard to correspondent

balances maintained by a customer of Company at

Applicant or any depository subsidiary of Appli-

cant; and

(4) Company will not make available to Applicant or

any of its subsidiaries confidential information re-

ceived from Company’s clients.

Under these conditions, the Board concludes that
Applicant’s performance of financial feasibility studies
is unlikely to result in any undue concentration of
resources, decreased or unfair competition, unsound
banking practices, or other adversc effects.

The Board has also considered whether adverse
effects such as conflicts of interest or unsound banking
practices may be associated with the conduct of valua-
tion services by a bank holding company subsidiary
and has determined that no significant adverse effects
would result from the Board’s approval of these activi-
ties.

Based on the foregoing analysis and all the facts of
record, the Board has determined that the balance of
the public interest factors it is required to consider
under section 4(c)(8) of the Act is favorable. Accord-
ingly, the application should be and hereby is ap-
proved. This determination is subject to the conditions
set forth in this Order for the avoidance of conflicts of
interest and the conditions set forth in the Board's
Regulation Y, including those in sections 225.4(d) and
225.23(b)(3) (12 C.F.R. §§ 225.4(d) and 225.23(b)(3)).

The approval is also subject to the Board's authority to
require such modification or termination of the activi-
ties of a bank holding company or any of its subsidiar-
ies as the Board finds necessary to assure compliance
with the provisions and purposes of the Act and the
Board’s regulations and orders issued thereunder, or
to prevent evasion thereof.

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

By order of the Board of Governors, effective
July 30, 1987.

Voting for this action: Vice Chairman Johnson and Gover-
nors Seger, Heller, and Kelley. Absent and not voting:
Chairman Volcker and Governor Angell.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

BankAmerica Corporation
San Francisco, California

Order Approving the Issuance and Sale of Pauyment
Instruments

BankAmerica Corporation, San Francisco, California
(**BAC""), a bank holding company within the meaning
of the Bank Holding Company Act (“‘Act”)
(12 U.S.C. § 1841(c)) has applied for the Board’s
approval under section 4(c)8) of the Act and sec-
tions 225.23 and 225.25(b)(12) of the Board’s Regula-
tion Y (12 C.F.R. §§ 225.23 and 225.25(b)(12)), to
engage de novo in the issuance and sale of general
purpose, variably denominated payment instruments
with a maximum face value of $10,000. BAC proposes
to market these instruments to consumer and business
customers through financial institutions including its
lead bank and certain other subsidiaries across the
United States and abroad.!

Notice of the application, affording interested per-
sons an opportunity to submit comments has been
published (52 Federal Register 12,250 (April 15,
1987)). The time for filing comments has expired, and

1. This application is substantially similar to one that the Board
approved on March 16, 1984. BAC never issued instruments above the
$1,000 limit, however.
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the Board has considered the application and all
comments received in light ol the public interest
factors set forth in section 4(c)(8) of the Act.

BAC controls total consolidated assets of $99.1
billion and total deposits of $82.2 billion, and is the
second largest bank holding company in the United
States.” BAC's lead bank, Bank of America N.'T. &
S.A. ('Bank’™), controls deposits of $56.8 million and
is the largest commercial banking organization in
California.* BAC also engages, through various non-
bank subsidiarics. in mortgage banking, commercial
lending and teasing, credit-related insurance, invest-
ment advisory, and financial management consulting
activitics,

BAC proposes to engage de novo in the issuance and
sule of general purpose, variably denominated pay-
ment instruments drawn on BAC with a maximum face
value of $10,000. These instruments will include do-
mestic and international money orders and two types
of official checks. BAC proposes to market these
instruments to consumer and business  customers
through foreign and domestic financial institutions,
including Bank and certain other of BAC's subsidiar-
ies. BAC also proposes to use these instruments in licu
of certain internal payments, including payroll and
dividend checks currently drawn on Bank.*

The Board previously has determined that the issu-
ance and sale of moncy orders and similar payment
instruments with a maxinum face value of $1,000 is
closely related to banking. 12 C.IFR.§ 225.25(b)(12).
The Board also has approved by order a limited
number of applications to engage in the issuance of
payment instruments with a $10,000 maximum face
value.® In cach casc, the Board determined that an
increase in the maximum denomination of payment
instruments would not alfect the fundamental nature of
the activity as otherwise permitted under Regula-
tion Y.

In order to approve this application under section
4(c)(8), the Board must find that BAC's performance
of the proposcd activity could “‘reasonably be expect-
ed 1o produce benetits to the public, such as greater
convenience, increased competition, or gains in effi-
ciency, that outweigh possible adverse effects, such as

2. Assct data for BAC are as of March 31, 1987, and deposit data
arc as ol December ¥, 1986,

1. Deposit data tor Bank are as of June 30, 1986,

4, As an incident to this activity, BAC proposes that its wholly
owned subsidiary BA Cheque Corporation will continue to provide
marketing and distribution services.

S, BankAmerica Corporation, 70 FEDERAL RESERVE BULLETIN 364
(1984); See also, RepublicBank Corporation, 71 FEDERAL RESERVE
Burrrtin 724 (1985): Ciricorp, 71 Feperar Reserve BurienN S8
(1985).

unduce concentration of resources, decreased or unfair
competition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C.. § 4(c)B).

The type of money orders and official checks that
BAC proposes 1o issue are marketed locally on the
retait level by a variety of financial and non-financial
firms.* Only a few large institutions market these
instruments on a national basis, however. The interna-
tional payment instruments market also is highly con-
centrated because few organizations have the estab-
lished network and operational resources necessary to
conduct a worldwide payment instruments business.
There are further barriers to entry on a worldwide
scale, in that the issuance and sale of payment instru-
ments typically is a low unit price, high volume
business that requires extensive management exper-
tise combined with an eflicient sales and servicing
operation. BAC indicates that it alrcady has these
systems and resources in place by virtue of its prior
application to cngage in the issuance of payment
instruments activity.

BAC seeks to increase the maximum denomination
on its payment instruments in order to gencrate addi-
tional revenue {rom existing business. BAC maintains
that such expunded authority is essential for it to
successfully compete with other bank and nonbank
issuers of payment instruments. As an additional bene-
fit of its proposal, BAC cxpects improved parent
company liquidity through an increase in investable
funds. The record shows that BACs sale and issuance
of larger denominated money orders would increase
competition in this ficld and enhance the convenience
of the purchaser. BAC contends that these instru-
ments would cnjoy ready acceptability, and thus
would provide benefits to the public. BAC also con-
tends that its proposed activity would not lead to
unsound banking practices or other adverse ceftfects. In
this respect, BAC states that it alrcady has reduced
significantly the risk of loss associated with these
instruments by adopting extensive system-wide con-
trol procedures,

In considering previous applications regarding vari-
ably denominated payment instruments, the Board
expressed concern that the issuance of instruments in
denominations larger than $1,000 woutd result in an
adverse effect on the reserve base. The Board noted
that reserve requirements serve as an essential tool of
monetary policy, and that the soundness of that policy
would be jeopardized by the crosion of reservable
deposits in the banking system. The Board therefore
conditioned its grant of approval on the requirement

6. Money orders typically are used to transmit funds of consumers
who do not or cannot maintain checking accounts,
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that a bank holding company applicant submit weekly
reports of its daily payment instruments operations.
The Board deemed this requirement as essential to
monitor the cffects of such proposals on the reserve
base. The Board also underscored its authority under
section 19 of the Federal Reserve Act (12 U.S.C.
§ 461(a)), to impose reserve requirements if necessary
to avoid a significant reduction in the reserve base, or
to avoid other adverse effects that might result from
such proposals. In keeping with this policy determina-
tion, BAC has committed to submit to the Board
weekly reports of its daily payment instruments activi-
ty. Accordingly, in light of this commitment, the
Board believes that public benefits outweigh potential
adverse effects of BAC's expanded payment instru-
ments proposal.

Based upon the foregoing and other considerations
reflected in the record of this application, the Board
has determined that the balance of the public interest
factors it is required to consider under section 4(c)(8)
is favorable. This determination is subject to all of the
considerations set forth in Regulation Y, including
sections 225.4(d) and 225.23(b), and to the Board’s
authority to require such modification or termination
of the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure
compliance with, or prevent cvasion of, the provisions
and purposes of the Act and the Board’s regulations
and orders issued thercunder.

The activity approved hereby shall be commenced
not later than three months after the cffective date of
this Order, unless such period is extended for good

cause by the Board or by the Federal Reserve Bank of

San Francisco, acting pursuant to delegated authority.
By order of thc Board of Governors, cifective
July 21, 1987.

Voting for this action: Vice Chairman Johnson and Gover-
nors Seger, Angell, and Kelley. Abstaining from this action:
Governor Heller. Absent and not voting: Chairman Volcker.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

The Chase Manhattan Corporation
New York, New York

Order Conditionally Approving Application to
Underwrite and Deal in Mortgage-Related Securities
to a Limited Extent

The Chase Manhattan Corporation, New York, New
York, a bank holding company within the meaning of

the Bank Holding Company Act, 12 U.S.C. § 1841
et seq. (““BHC Act”), has applied for the Board’s
approval under section 4(c)(8) of the BHC Act,
12 U.S.C. § 1843(¢)(8), and scction 225.21(a) of the
Board's Regulation Y, 12 C.F.R. § 225.21(a), to ¢n-
gage through a wholly owned subsidiary, Chase Home
Mortgage Corporation (“"Company™*), Montvale, New
Jersey, in underwriting and dealing in, to a limited
extent, certain residential mortgage-related securitics
that are incligible for underwriting and dcaling in by
state member banks under the Glass—Steagall Act.!

Applicant has previously received approval under
scetion 4(¢)(8) of the BHC Act for Company to engage
in mortgage banking activity encompassing originat-
ing, pooling, and scrvicing mortgage loans.2 The pro-
posed new underwriting and dealing activities would
be provided in addition to the previously approved
mortgage banking activitics, with Company serving
customers through offices in New Jersey, New York,
Florida, Maryland, Massachusctts, New Hampshire,
Pennsylvania, Texas, and Virginia,

Applicant, with consolidated assets of $94.8 billion,?
is the third largest banking organization in the nation.
It operates seven subsidiary banks in New York,
Maryland, Ohio, Delaware, Florida, and Arizona and
engages in a broad range of permissible nonbanking
activities in the United States and abroad.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been published (52 Federal Register 7,026
(1987)). The time for filing comments has cxpired, and
the Board has considered the application and all
comments received in light of the factors set forth in
section 3(c) of the BHC Act (12 U.S.C. § 1842(c)).

The Board has previously authorized Applicant to
underwrite, place and deal in commercial paper to a
limited extent through a separate commercial finance
subsidiary on the basis that the subsidiary would not
be “‘engaged principally’” in underwriting and dealing
in sccurities within the meaning of section 20 of the
Glass—Steagall Act.* The Chase Manhattan Corpora-
tion, 73 FEDERAL RESERVE BULLETIN 367 (1987). In
that case, Applicant agreed to limit its commercial
paper activity so that the gross revenues derived from

1. 12 U.S.C. §§ 24 Seventh and 335.

2. These activities are authorized for bank holding companies
under section 225.25(b)(1) of Regulation Y. 12 C.F.R. § 225.25(b)(1).

3. Banking data are as of December 31, 1986.

4, Scction 20 ot the Glass—Steagall Act (12 U.S.C. § 377) prohibits
the affiliation of a member bank with ““any corporation . . . cngaged
principally in the issue, flotation, underwriting, public sale, or distri-
bution at wholesale or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other securities . . . . Company
is a member bank affiliate for purposes of section 20.
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the subsidiary’s  commercial  paper  underwriting,
placement and dealing scrvice did not in any ycar
exceed S pereent of its gross revenues from comuner-
cial lending activity and that its underwriting, dealing
and placement activities did not exceed 5 percent of
the commercial paper market. In this case, Applicant
proposcs the same quantitative limitations on Compa-
ny’s underwriting and dealing activity in the mortgage-
related sceurities proposed by Applicant.*For the rea-
sons set forth in the Chase Order, the Board has
determined that Applicant’s proposal to underwrite
and deal in -4 family mortgage-related securitics
would not violate section 20 of the Glass—Steagall Act.,

In cvery application under section 4(¢)(8) of the
BHC Act, the Board must find that the proposed
activity is "*so closely retated to banking . . . astobea
proper incident thereto.” This statutory standard re-
quires that two separate tests be met for an activity to
be permissible for a bank holding company. First, the
Board must determine that the activity is, as a general
matter, “closely related to banking.” Sccond, the
Board must find in a particular case that the perfor-
mance of the activity by the applicant bank holding
company may teasonably be expected to produce
public benefits that outweigh possible adverse effects.

In sceveral recent decisions, the Board has deter-
minced that underwriting and dealing in, to a limited
extent, 1-4 family mortgage-related securities is close-
ly related to banking for purposes of section 4(c)(8).
For the reasons stated in these prior decisions, the
Board finds that Company’s proposed activities which
are the same as those involved in these previous
decisions are closely related to banking.©

For the reasons sct forth in the Board’s Citicorp/
Morgan/Bankers Trust Order, the Board also con-
cludes that Applicant’s proposal to engage through
Company in underwriting and dealing in 1-4 family
mortgage-related securitics is a proper incident 1o

S. Specificalty, Applicant has agreed to limit Company’s proposed
activities so that the gross revenues from Company’s underwriting
and dealing in ineligible mortgage-related securities do not exceed S
percent of Company’s gross revenues during any twao calendar year
period and Company's underwriting and dealing activity docs not
account for more than 5 percent ol the total amount of that type of
security inderwritten or dealt in domestically during the previous
year.

6. Citicorpid . Morgan & Co. Incorporated/Bankers Trust New
York Corporation, 73 I'cperai. Reserve BurneniN 473 (1987). See
also, Chemical New York Corporation, 73 FEDERAL REstrvE BULLE-
TIN 6L6 (1987); The Chase Munhattan Corporation, 73 FEDERAL
REsErvE BULLetiN 607 (1987): Manufacturers Hanover Corporation,
73 Feprrar Reserve Bul LETIN 620 (1987); Secarity Pacific Corpo-
ration, 73 FEpeEral Reserve Burierin 622 (1987); PNC Financial
Corporation, 73 Frbprral. Reserve Burrens 742 (Order dated
July 1, 1987); and Marine Midland Banks, [ncorporated, 73 FEDERAL
ReskrvE Burprnin 738 (Order dated July 14, 1987).

banking within the meaning of scction 4(¢)(8) of the
BHC Act provided Applicant limits Company’s activi-
tics as described in the Citicorp/Morgan/Bankers Trust
Order.”

Accordingly, the Board has determined to approve
the application subject to the revenue and market
share limitations proposed by Applicant and to the
prudential framework of terms and conditions estab-
lished in the Citicorp/Morgan/Bankers Trust Order
relating to underwriting and dealing in incligible mort-
gage-related securities, including  limitations to ad-
dress conflicts of interest and other possible adverse
effects addressed in that Order. The Board hereby
adopts and incorporates hercin by reference the rea-
soning and analysis contained in the Chase and Citi-
corpiMorgan/Bankers Trust Orders.

The Board’s approval of this application extends
only to proposed activities conducted within the limi-
tations of the Chase and Citicorp/Morgan!/Bankers
Trust Orders, including the Board’s reservation of
authority to establish additional limitations to ensure
that the subsidiary’s activities arc consistent with
safety and soundness, conflict of interest and other
relevant considerations under the BHC Act. Under-
writing and dealing in the approved sccurities in any
manner other than as approved in those Orders® is not
within the scope of the Board's approval and is not
authorized for Company.

As the Board noted in the Citicorp/Morgan/Bankers
Trust Order, Congress has under consideration legisla-
tion that would prohibit Board approval of an under-
writing application, such as this, between March 6,
1987, and March 1, 1988, While this moratorium
legislation has not yet been enacted into law, the
Board culls to Applicant’s attention that it may be
required by subsequent Congressional action to cease
its underwriting and dealing activities approved in this
Order. The Board retains jurisdiction over the applica-
tion to act to carry out the requirements of any
tegislation adopted by Congress that would affect
Applicant’s conduct of underwriting and dealing activ-
itics under this Order and the BIHC Act.

7. Applicant has also proposced to underwrite and deal in certain
mortgage-related securities backed by whole mortgape foans originat-
cd by its banking affiliates. The Board considered at length whether to
permit an underwriting sabsidiary to underwrite and deal in s
affifiates’ securities in its Citicorp/Morgan/Bankers Trust Order. For
the reasons set forth in that Order, the Board has determined that
Applicant may not underwrite and deal in its afliliates” securities.

& Company may also provide services that are necessary incidents
to these approved activities. The incidental services should be taken
Into account in compnting the gross revenue and market share limits
on the subsidiary’s ineligible underwriting and dealing activities, to
the extent such limits apply to particular incidental activities,



Legal Developments 731

The Board’s determination is subject to all of the
conditions set forth in the Board’s Regulation Y,
including those in scctions 225.4(d) and 225.23(b), and
to the Board’s authority to require modification or
termination of the activities of a bank holding compa-
ny or any of its subsidiaries as the Board finds
necessary to assure compliance with, and to prevent
evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder.

While the U.S. Court of Appeals for the Second
Circuit has stayed the Citicorp/Morgan/Bankers Trust
Order as well as subsequent Board orders approving
the underwriting applications of a number of other
bank holding companies, the Board has determined
not to stay this Order. The Board notes that the court’s
actions were in response to a request by the Securities
Industry Association (the “*SIA”) which was based
solely on the grounds that the approved activities
would be conducted by bank holding company subsid-
iaries that are engaged principally in underwriting and
dealing in those kinds of securitics that banks may
underwrite and deal in dircectly, an issue not presented
by the instant application. In this case¢, the Board
notes that the SIA has not requested that the court
stay, and no court has stayed, the Board's Orders
approving the applications of Chase, to underwrite,
place and deal in commercial paper or Bankers Trust,
to place commercial paper,? both through commercial
finance subsidiaries.

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

By order of the Board of Governors, cffective
July 17, 1987.

Voting for this action: Chairman Volcker and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[sEAL] Associate Secretary of the Bourd

Concurring Statement by Chairman Volcker and
Governor Angell

We join with the majority of the Board in giving
approval for the Chase application to underwrite and
deal in 1-4 family mortgage-related securitics to a

9. Bankers Trust New York Corporation, 73 FEDERAL RESERVE
BurretiN 138 (1987).

limited extent in a mortgage lending affiliate. This
application, like the Bankers Trust and Chase applica-
tions to place, underwrite and deal in commercial
paper through commercial lending affiliates, does not
raise the issue under section 20 of the Glass—Steagall
Act of using a bank-cligible securitics underwriting
affiliate for ineligible underwriting and dealing. As we
indicated previously, we agree generally with the
nature of the limitations placed upon the securitics
activitics approved by the Board in the Citicorp, J.P.
Morgan and Bankers Trust applications. Qur point of
difference involved the type of underwriting subsidiary
proposed in those cases, an issue that does not arise in
this case.

July 17, 1987

Chemical New York Corporation
New York, New York

The Chase Manhattan Corporation
New York, New York

Bankers Trust New York Corporation
New York, New York

Citicorp
New York, New York

Manufacturers Hanover Corporation
New York, New York

Scceurity Pacific Corporation
Los Angeles, California

Order Approving Applications to Engage in Limited
Underwriting and Dealing in Consumer-Receivable-
Related Securities

Chemical New York Corporation, The Chase Manhat-
tan Corporation, Bankers Trust New York Corpora-
tion, Citicorp, Manufacturers Hanover Corporation,
all of New York, New York, and Seccurity Pacific
Corporation, Los Angeles, California (collectively
“Applicants’), bank holding companies within the
meaning of the Bank Holding Company Act (*‘BHC
Act’’), have cach applied for the Board’s approval
under scction 4(c¥8) of the BHC Act and section
225.21(a) of the Board's Regulation Y, 12 C.F.R.
§ 225.21(a), to engage through wholly owned subsid-
jaries, Chemical Sccuritics, Inc., Chase Manhattan
Securities, Inc., BT Securities Corporation, Citicorp
Securities, Inc., Manufacturers Hanover Securities
Corporation, and Security Pacific Sccurities, Inc.,
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respectively, in underwriting and dealing in, on a
limited basis, consumer-receivable-related securitics
("CRRs™). The Board has not previously approved
the proposed underwriting and dealing activity in
CRRs for a bank holding company.

CRRs are a new type of sceurity, first issued in 1985,
consisting of debt obligations that are sccured by or
represent an interest in a diversified pool of loans 1o or
receivables from consumers, such as loans 1o individ-
uals to tinance the purchase of automobiles or person-
al credit card accounts. Although most of the CRRs
underwritten to date have been collateralized by auto-
mobile receivables, CRRs backed by credit card re-
ceivables recently have been distributed.

The mechanisms and techniques applied to the
sceuritization and distribution of CRRs resemble those
used for mortgage-refated securitics. Both types of
securities generally use either a pass-through or a pay-
through structure. In both structures, consumer re-
ceivables from many individual borrowers are sold 10
an issuing vehicle like a trust. Principal and interest
payments on the underlying receivables are collected
by a servicing agent, typically the originator of the
receivables, and remitted to the issuer or a trustee for
the issucer. 'The transaction with investors is generally
structured so that the aggregate payments expected 1o
be collected on the underlying receivables will exceed
the payment obligation to investors. The excess funds
constitute the residual value of the pool of receivables,
which may be retained by the originator or servicer,
become a reserve fund that serves as credit support or
recourse for an issuer ol a letter of credit or bond
supporting the CRRs, or which, in some cases, may be
sold separately to investors,

Applicants previously received Board approval un-
der section 4(¢)(8) of the BHC Act for the above
mentioned subsidiarices (collectively the “underwriting
subsidiaries’) to underwrite and deal in U.S. govern-
ment and agency and state and municipal securitics
that state member banks are authorized 1o underwrite
and deal in under section 16 of the Glass—Steagall Act
(12 U.S.C. §§ 24 Seventh and 335) (hereinafter **bank-
cligible sccurities™). The Applicants previously ap-
plicd to engage through those underwriting subsidiar-
ics an underwriting, dealing or placing commercial
paper, 1-4 family mortgage-retated securitics, certain
municipal revenue bonds (including **public-owner-
ship™™ industrial development bonds), and CRRs (here-
inafter “bank-incligible securities™).

Notice of the applications for underwriting and
dealing activity in bank-incligible sceurities including
CRRs, aftfording interested persons an opportunity 1o
submit comments on the proposals, has been pub-
lished (51 Federal Register 42,300 (1986), 52 Federal
Register 1,380 (1987), 51 Federal Register 16,590
(1986), 50 Federal Register 20,847 (1985), 52 Federal

Register 6,218 and 8,365 (1987)). Most of the public
comments on the applications were favorable. Four
commenters, including the Securities Industry Associ-
ation ("SIA”), a trade association of the investment
banking industry, and the Investment Company Insti-
tute, a trade association of the mutual fund industry,
opposed one or more of the applications (collectively
the ““protestants’). The protestants objected 1o the
proposed activity for C'RRs for the reasons they op-
poscd the types of underwriting and dealing in the
bank-incligible sccurities previously approved by the
Board. In addition, the SIA expressed the view that
the proposed activity difters from previously approved
activity and could lead to adverse effects.

[n April and May, 1987, the Board authorized Appli-
cants to underwrite and deal in, to a limited extent,
commercial paper, (-4 family mortgage-related securi-
ties, and certain municipal revenue bonds.' In its
Orders, the Board concluded that the underwriting
subsidiarics would not be “‘engaged principally™ in
underwriting or dealing in securities within the mean-
ing of section 20 of the Glass—Steagall Act,” provided
they derived no more than 5 percent of their total gross
revenues from underwriting and dealing in ineligible
securitics over any two year period and their under-
writing and dealing activities did not exceed 5 percent
of the market for cach particular type of seccurity
involved. The Board further found that, subject to the
prudential framework of limitations e¢stablished in
those cases to address the potential for conflicts of
interest, unsound banking practices or other adverse
cifects, the proposed underwriting and dealing activi-
tics were so closely related to banking as to be a
proper incident thereto within the meaning of section
4(¢)(8) of the BHC Act. In the case of CRRs, the Board
concluded that the record then before it did not
provide a sufticient cvidentiary basis for it to make the
formal findings required by the BHC Act, but stated
that it would reconsider the matter within 60 days of its
Order on the basis of fuller submissions.

In every application under section 4(c)8) of the
BHC Act, the Board must find that the proposed

1. Citicorp, J.P. Morgan & Co. Incorporated and Bankers Trust
New York Corporation, 73 FEDERAL RESERVE BULLETIN 473 (1987),
Chemical New York Corporation, 73 Frprral. RESERVE BULLETIN
616 11987); The Chase Manhattan Corporation, 73 FEDERAL RESERVE
Burretin 607 (1987); Citicorp (commercial paper), 73 FEDERAL
RESERVE BULLETIN 618 (1987); Manufaciurers Hanover Corporation,
73 Fepkrar Reserve BurrecN 620 (1987); Security Pacific Corpo-
ration, T3 FEDERAL RESERVE BUrierin 622 (1987); and PNC Finan-
cial Corporation, 73 Feprrat Reskrve Burnerin 742 (Order dated
July 1, 1987).

2. Section 20 (12 U.S.CL§ 377) provides that

- oo member bank shall be aflilicted 0 with any . . organization
copiped principally in the issue, flotation, underwriting, public sale, or
distribution at wholesale or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other securitics.
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activity is “‘so closely related to banking . . . astobe a
proper incident thereto.”” This statutory standard re-
quires that two separate tests be met for an activity to
be permissible for a bank holding company. First, the
Board must determine that the activity is, as a general
matter, ‘‘closely related to banking.”” Second, the
Board must find in a particular case that the perform-
ance of the activity by the applicant bank holding
company may reasonably be expected to produce
public benefits that outweigh possible adverse effects.

A. Closely Related to Banking Analysis

Based on guidelines established in the National Couri-
er decision, a particular activity may be found to meet
the “‘closely related to banking’ test if it is demon-
strated that:
(1) banks generally have in fact provided the pro-
posed activity;
(2) banks generally provide services that are opera-
tionally or functionally so similar to the proposed
activity so as o equip them particularly well to
provide the proposed activity; or
(3) banks generally provide scrvices that are so
integrally related to the proposed activity as to
require their provision in a specialized form.*

The Board concludes that underwriting and dealing
in CRRs is closely related to banking on the basis that
banks provide services that are operationally and
functionally so similar to the proposed services that
banking organizations are particularly well equipped
to provide them. In accordance with section 16 of the
Glass—Steagall Act, banks underwrite and deal in
certain mortgage-related securities that are issued or
guaranteed by the United States or by agencies. In-
cluded among these bank-cligible securities are securi-
ties that represent interests in pools of mortgage loans
for residential housing purposes made by banks and
other financial institutions. These kinds of securitics
are very similar to CRRs. Both CRRs and bank-
eligible mortgage-related securitics represent interests
in pools of loans made by financial institutions to
individuals to finance the purchase of housing or
consumer goods and services.

The techniques involved in underwriting and dealing
in bank-eligible mortgage-related sccurities are the
same, or substantially the same, as those that would be

3. National Courier Association v. Board of Governors of the
Federal Reserve System, 516 F.2d 1229, 1237 (D.C. Cir. 1975). The
Nuational Courier guidelines are not the exclusive basis for a closely
related determination, Id. at 1237, The Board may consider any other
basis that may demonstrate that the activity has a close relationship to
banking. 49 Federal Register 806 (1984).

involved in conducting the proposed activity with
respect to CRRs. In each case the underwriter must
perform substantially identical functions of evaluating
prepayment risk, analyzing credit and cash flow from a
pool of numerous individuals’ loans, negotiation or
bidding, distribution and dealing.

In addition, banks also now directly perform some
of the functions involved in the proposed activity,
since banks now perform the function of selecting the
consumer loans that form the pool of interests which
are then sold to investors. Banks also advise issuers of
CRRs and assist issuers in privately placing these
securities,

The SIA maintains there are differences between the
proposed activity and the previously approved securi-
ties underwriting and dealing activity, such as the
newness of the market for CRRs and distinctions
between consumer loans and mortgages that banks are
cligible to underwrite. The Board has concluded,
however, that these differences do not detract signifi-
cantly from the functional and operational similaritics
between the proposed activity in CRRs and activities
conducted by banks involving bank-eligible mortgage-
related securities. In this regard, the Board notes that
banks were active in the early stages of the analogous
market for residential mortgage-related securities and
have substantial expertise with regard to the charac-
teristics of consumer receivables that may vary from
the characteristics of mortgage loans.

B. Proper Incident to Banking Analysis

In order to approve an application to engage in a
nonbanking activity under section 4(c)(8) of the Act,
the Board must determine that a proposed activity is a
“proper incident’’ to banking by determining whether
the performance of the activity by the applicant bank
holding company may reasonably be expected to pro-
duce public benefits, such as greater convenience,
increased competition, or gains in efficiency, that
outweigh possible adverse effects, such as unduc
concentration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking
practices. 12 U.S.C. § 1843(c)(8). Based upon the facts
of record and for the reasons and subject to the
limitations set out below, the Board finds that under-
writing and dealing in CRRs may reasonably be ex-
pected to result in substantial public benefits that
outweigh possible adverse effects.

1. Public Benefits

In Citicorp/Morgan/Bankers Trust, the Board conclud-
ed that Applicant’s bank-incligible securities under-
writing and dealing activities would result in signifi-
cant benefits to the public in the form of increased
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competition in the bank-incligible sccurities market,
greater convenience to customers and gains in efficien-
¢y in the provision of services. Applicants’ proposals
with respect to CRRs also represent a de novo expan-
sion into a new market, and thus may be expected to
increase competition. Public benefits in the form of
reduced financing costs, increased availability of ser-
vices to issuers and investors, market innovation, and
increased market efficiency may also be expected to
result.

2. Adverse Effects

In Citicorp/Morgan/Bankers Trust, the Board consid-
cred at length whether adverse cffects would be asso-
ciated with a limited amount of underwriting and
dealing in bank-incligible -4 family mortgage-related
securitics, municipal revenue bonds and commercial
paper performed by a bank holding company subsid-
iary under the prudential framework adopted by the
Board in the Order. The Board concluded that under
the safcguards imposed in those cases there was no
cvidence that the activity would be likely to result in
any significant adverse effects. Although the market
for CRRs is relatively new, there has not been any
evidence that underwriting and dealing in CRRs would
involve greater risk or other adverse effects than
underwriting and dealing in the bank-incligible securi-
tics previously approved by the Board, or that the
possible adverse effects from underwriting and dealing
in the CRRs type of security would be substantially
different from those the Board identified and analyzed
with respect to the previously approved bank-ineligi-
ble securities. In view of the similarity between the
securitics involved in these proposals and the bank-
incligible 1-4 family mortgage-related securtties in-
volved in activitics the Board has previously ap-
proved, and for the reasons set forth in the Citicorpl/
Morgan/Bankers Trust Order, the Board believes it is
appropriate to require the proposed activity to be
conducted in accordance with the same requirements
established in that Order. These include the require-
ment that the securities be rated as investment quality
(i.e., in one of the top four categories) by a nationally
recognized rating agency.?

4. The Board notes that Standard & Poor’s has indicated that in
assessing CRRs it would rely on: the ability of the pool to generate
sufficient cash flow so that holders are paid principal and interest as
scheduled: the historical performance of the portfolio in relation to
industry or product norms and portfolio characteristics (such as
delinquency, loss and repayment statistics, audit procedures and
accounting systems); the originating and servicing operations and the
development and maintenance of stringent lending criteria and credit
policics: the geographic diversity in the pool to reduce risks associated
with regional cconomic downturns; the pool selection (with underwrit-

For the reasons set forth above and in the Board’s
Citicorp!Morgan/Bankers Trust Order, the Board con-
cludes that Applicants’ proposals to engage through
subsidiarics in underwriting and dealing in CRRs
would not result in a violation of section 20 of the
Glass—Steagall Act and is closcly related and a proper
incident to banking within the meaning of section
4(c)(8) of the BHC Act provided Applicants limit their
underwriting subsidiaries’ activities in all bank-ineligi-
blc sccuritics as set forth in the Citicorp/Morgan/
Bankers Trust Order.S Accordingly, the Board has
determined to approve the proposals subject to all of
the terms and conditions cstablished in the Citicorp/
Morgan/Bankers Trust Order. The Board hereby
adopts and incorporates herein by reference the rea-
soning and analysis contained in the Citicorp/Morgan/
Bankers Trust Orvder. The Board’s approval in this
case is [imited to underwriting and dealing in securities
representing an interest in or backed by a diversified
pool of foans to or receivables from individuals for the
purpose of financing the purchase of consumer goods
and services.

The Board's approval of these proposals extends
only 1o activities conducted within the Jimitations of
section 225.25(b)(16) of the Board’s Regulation Y and
the Citicorp/Morgan!/Bankers Trust Order, including
the Board's rescrvation of authority to establish addi-
tional limitations to ensure that the subsidiaries activi-
ties are consistent with safety and soundness, conflict
of interest and other relevant considerations under the
BHC Act. Underwriting and dealing in the approved
securities in any manner other than as approved in that
Ordere is not within the scope of the Board's approval
and ts not authorized for the underwriting subsidiaries.

ing standards designed to eliminate high risk accounts); whether the
originators have low levels of delinguency and loss pertormance; the
structural characteristics of the transaction; and the credit enhance-
ment to protect investors. Assct-Backed Sccuritization CreditRe-
view,” Standard & Poor’s CreditWeek (March 16, 1987).

S. For the reasons set forth in the Citicorp!Morgan/Bankers Trust
Order, the Board concludes that the Applicants” proposals to under-
write and deal in CRRs through their underwriting subsidiaries would
not result in a violation of the Glass--Steagall Act, provided these
subsidiaries derive no more than S percent of their total gross
revenues from underwriting and dealing in the approved bank-ineligi-
ble sceurities, including CRRs, over any two-year period, and their
underwriting and dealing activities do not exceed S percent of the
market for cach particular type of seccurity involved during the
previous calendar year, With respect to the market limitation estab-
lished in that Order, the Board believes it is appropriate to treat CRRs
and 14 family mortgage-related sceurities as a single category tor the
time being, in view of the similarity between CRRs and  these
mortgage-related seeurities.

6. The underwriting subsidiaries may also provide services that are
necessary incidents to the approved activities. The incidental scrvices
should be taken into account in computing the gross revenue and
market share limits on the underwriting subsidiaries” ineligible under-
writing and dealing activities, to the extent such limits apply to
particular incidental activities.
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As the Board noted in the Citicorp/Morgan/Bankers
Trust Order, Congress has under consideration legisla-
tion that would prohibit Board approval of underwrit-
ing applications, such as these, between March 6, 1987
and March 1, 1988. While this moratorium legislation
has not yet been enacted into law, the Board calls to
Applicants’ attention that they may be required by
subsequent Congressional action to cease their under-
writing and dealing activitics approved in this Order.
The Board retains jurisdiction over the applications to
act to carry out the requirements of any legislation
adopted by Congress that would affect Applicants’
conduct of underwriting and dealing activities under
this Order and the BHC Act.

The Board’s determination is subject to all of the
conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board’s authority to require modification or
termination of the activitics of a bank holding compa-
ny or any of its subsidiaries as the Board finds
necessary to assure compliance with, and to prevent
cvasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder.

The Board notes that the SIA has sought judicial
review in the U.S. Court of Appeals for the Second
Circuit of the Citicorp/Morgan/Bankers Trust Order as
well as subsequent Board Orders approving the under-
writing applications of Chemical, Chase, Manufactur-
ers Hanover and Security Pacific to which this Order
pertains. The Board notes that the court has stayed the
effectiveness of the Board Orders pending judicial
review. In light of the pendency of this litigation, the
Board has determined that this Order should be stayed
for such time as the stay of the prior decisions is
effective.

By order of the Board of Governors, effective
July 14, 1987.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Dissenting Statement of Chairman Volcker and
Governor Angell

As a matter of policy, we belicve that bank holding
companies should be permitted to underwrite and deal
in consumer-receivable-related securities within the
limitations established by the Board, and we would
approve these proposals in subsidiarics other than
subsidiaries whose predominant activity was under-
writing and dealing in government securities. Howev-

er, for the recasons set forth in our dissenting statecment
in the Citicorp/Morgan/Bankers Trust Order, we re-
gret we are unable to join the majority in approving
these applications to engage in the activity through
government securities affiliates.

July 14, 1987

Manufacturers National Corporation
Detroit, Michigan

Order Approving Expansion of Activities of Trust
Company to Include Deposit-Taking and Consumer
Lending

Manufacturers National Corporation, Detroit, Michi-
gan, a bank holding company within the meaning of
the Bank Holding Company Act (12 U.S.C. § 1841
et seq.) (the “BHC Act” or “*Act”), has applied for
the Board’s approval under section 4(c)(8) of the Act
(12 U.S.C. § 1843(¢)(8)) and section 225.23(a)(1) of the
Board’s Regulation Y (12 C.F.R. § 225.23(a)(1)), to
expand the activities of its subsidiary, Manufacturers
National Trust Company of Florida, North Palm
Beach, Florida (“*‘Company’’), to include the accep-
tance of savings, time, and demand deposits and the
making of consumer loans. These activities have been
previously determined by the Board to be closely
related to banking. 12 C.F.R. § 225.25(b)(1); U.S.
Trust Corporation, 70 FEDERAL RESERVE BULLETIN
371 (1984).

Notice of the application, affording an opportunity
for interested persons to comment, has been published
(52 Federal Register 9,541 (1987)). The time for filing
comments and views has expired, and the Board has
considered the application and all comments received
in light of the factors set forth in section 4(c)(8) of the
Act (12 U.S.C. § 1843(c)(®)).

Applicant, with total consolidated assets of $7.7
billion," is the fourth largest commercial banking orga-
nization in Michigan. Company is a national banking
organization chartered by the Office of the Comptrol-
ler of the Currency (*OCC™’) in 1984 as a limited-
purpose trust company. It cngages in activities nor-
mally performed by a trust company, such as the
provision of fiduciary, investment advisory, agency
and custody services. Its original charter did not
authorize Company to engage in deposit-taking or
lending activitics.

1. Asset data are as of March 31, 1987,
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Company now proposcs to expand its trust company
activities to offer various lforms of savings, time, and
demand deposits. Company also intends to offer loans
to individuals for personal, family, houschold, or
charitable purposcs. Company has received the per-
mission of the OCC to engage in the proposed expand-
ed list of activitics.

Applicant has stated that because Company will not
engage in the business of making commercial loans,
Company will not be a ““bank’ as detined in section 2
of the BHC Act,” and thus Board approval of the
application is not barred by the interstate banking
limitations of the Douglas Amendment to the BHC
Act.?

In approving an application by U.S. Trust Corpora-
tion to expand the powers of its Florida trust company
subsidiary to include certain deposit-taking and con-
sumer lending activities, the Board concluded that a
bank holding company could acquire, on an interstate
basis, a nationally chartered nonbank bank that would
accept demand deposits but not make commercial
loans.® The Board's determination has been upheld in
a decision by the U.S. Court of Appcals for the
Lleventh Circuit.®

State Law Considerations

In approving an application by Chemical New York
Corporation (“*Chemical’), to expand the powers of
its Florida trust company subsidiary to include certain

2. The BHC Act defines the term “bank’ to include any institition
chartered under the laws of the United States or any state that accepts
deposits that the depositor has a legal right to withdraw on demand
and that engages in the business ol making commercial loans.
12 U.S.C.8 1841(c). An institution that is chartered as a bank but that
does not perform one ot the two essential functions required for
“hank™ status under the BHC Act has been referred to as a “'nonbank
bank. ™

3012 U.S.CL 8 1R842(d). The Douglas Amendment prohibits Board
approval of wn application by a bank holding company to acquire a
bank outside the holding company's home state unless the state in
which the bank is located has by statute authorized the acquisition,

The Douglas Amendment applics ounly to the acquisition of banks as
defined in the Act and has no applicability in the case of nonbanking
companies. Lewis vo BT Investment Managers, Inc., 447 U.S. 27, 47,
49 (1980).

4. 078, Trust Corporation, 70 FEDLRAL RESERVE Burpenin 371

(1984) (U8, Truse’). Applicant states that Company’s excess funds
will be invested in investment sceurities permitted for national banks
under 12 U.S.C. seetion 24 (seventh). Applicant further has commit-
ted that Company will not channel funds into any commercial lending
alliliate of Company. Accordingly, it appears that Company will not
cngage in the business of making commercial loans, cither directly or
indirectly.
S. Hlorida Dept. of Banking & Finance v, Board of Governors, 760
1.2d 1138 (Lith Cie 1989), vacated and remanded tor further consid-
cration in fight of Dimension, t.S, L 106 S, Ct. 875 (1986), on
remand, 800 F.2d 1534 (11th Cir. 1986), cert. denied. 5SS U.S.1.W.
3706 (U.S. April 21, 1987) (No. 86--1024).

deposit-tuking and consumer lending activities,® the
Board considered a 1984 Florida statute that prohibits
the acquisition of nonbank banks in Florida.” The
statute generally prevents a bank holding company,
whether headquartered in Florida or outside Florida,
from acquiring an institution located in Florida that
takes deposits insured by the FDIC unless the institu-
tion qualifies as a “‘bank’ under the BHC Act. [n
addition, the statute prohibits a nonbanking company
from acquiring a bank in Florida unless the company is
a bank holding company. In the Chemical Order, the
Board concluded that the Ilorida statute, as it applies
to bank holding companics, was not consistent with
the Commerce Clause of the U.S. Constitution and
was not authorized under the Douglas Amendment to
the BHC Act. Thus, for the reasons explained in the
Board’s Order in Chemical, the Board concludes that
the Flonda statute does not bar Board approval of this
application under the BHC Act.®

Limitations on Nonbank Banks

Applicant intends 1o operate Company as & nonbank
bank in accordance with the Board’s U.S. Trust deci-
sion. As in the U.S. Trust casce, the Board believes it is
appropriate to take action to ensure that Company is
not used as a vehicle for evasion of the Act’s bank
definition. In U.S. Trust, the Board conditioned its
approval on the following limitations and is likewise
requiring them in this proposal:
1. Applicant will not operate the demand-deposit
taking activitics of the nonbank bank in tandem
with any other subsidiary or other financial insti-
tution;
2. Applicant will not link in any way the demand
deposit and commercial lending services that de-
fine a bank under the Act; and
3. The nonbank bank will not cngage in any
transactions with affiliates, other than the pay-
ment of dividends to Applicant or the infusion of
capital by Applicant into the nonbank bank, with-
out the Board's approval.

In the Board’s view, these conditions preclude the
type of linked or integrated operations that could
otherwise render Company a bank for purposes of the
Act. On the basis of Applicant’s proposed adherence

6. Chemical New York Corporation, 73 FEpERat REsErvE BuiLi-
rin 730 (Order dated May 29, 1987).

7. Fla. Stat. Ano. § 658.296 (West 1984 and Supp. [987).

& The Board notes that Chemical brought an action in the U.S,
District Court for the Northern District of Florida on June t, 1987,
challenging the constitutionality of the Florida law.



Legal Developments 737

to these conditions and for the reasons set out more
fully in the Board’s decision in U.S. Trust, the Board
concludes that Company will not be a bank as that
term is defined in the Act.

Applicant has requested Board approval pursuant to
the third U.S. Trust condition 10 engage in certain
transactions with affiliates. Applicant, through its lead
bank, Manufacturers National Bank, currently pro-
vides certain services to Company on an arm’s-length
basis, and has requested that it be permitted to contin-
ue to provide these secrvices upon consummation of
the proposal. They involve securities custodial ar-
rangements, investment advisory services, as well as
certain internal support services. These services are
conducted in such a manner that customers of Compa-
ny would not have direct contact with Applicant or
any of its affiliates providing the services.

In the Chemical proposal, the Board permitted
Chemical to conduct these activities. For the reasons
stated in the Board’s Chemical Order, the Board has
determined that it is appropriate to permit Applicant to
conduct these activities.

The Board finds no evidence that consummation of
this proposal, subject to the limitations and conditions
described above, would result in any conflicts of
interest, unfair competition, unsound banking prac-
tices or other adverse effects. Due to the de novo
nature of this proposal, there will not be any decrease
in competition. Indeed, consummation of the proposal
may reasonably be expected to result in increased
competition.

Need for Congressional Action

The Board has previously indicated its reluctance to
approve nonbank bank acquisitions in view of the
potential presented by such acquisitions to alter signif-
icantly the nation’s banking structure without Con-
gressional action on the underlying policy tssues.? For
the reasons stated in the Board’s previous orders, the
Board continues to believe that Congressional action
to close the nonbank bank loophole is imperative. The
fact that the Board is required by the technical aspects
of the bank definition in the BHC Act to approve this
application should not be construed as encouragement
to Applicant to consummate this proposal or to others
to pursue similar acquisitions.

In this regard, the Board notes that the United
States Senate has recently passed legislation that
would eliminate the nonbank bank loophole in the
BHC Act by redefining the term “*bank™ to include

9. See, e.g., U.S. Trust, supra.

FDIC-insured banks.!® While this legislation has not
yet been enacted, the Board calls to Applicant’s
attention that it may be required by subsequent Con-
gressional action to limit the activities of Company.
The Board retains jurisdiction over the application to
act to carry out the requirements of any legislation
adopted by Congress that would affect Company’s
activitices.

Based upon the foregoing and other facts of record,
the Board has determined that the Florida statute, as it
applies (o bank holding companies seeking to acquire
nonbank banks in Florida, is inconsistent with the
Commerce Clause and is not a bar to approval of this
application, and that the balance of public interest
factors the Board is required to consider under section
4(c)(8) of the Act is favorable. Accordingly, the appli-
cation is hereby approved. Consummation of the pro-
posal is subject to the conditions set forth in this Order
and the conditions set forth in the Board’s Regulation
Y, including those in sections 225.4(d) and 225.23(b).
In addition, Company may not engage directly or
indirectly in any activity other than those explicitly
approved by the Board in this Order.i!

Approval is also subject to the Board's authority to
require modification or termination of the activities of
the holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board's
regulations and orders issued thereunder, or to pre-
vent evasion thercof. The activity shall be commenced
not later than threc months after the effective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Chicago, pursuant to delegated authority. In accord-
ance with the provisions of section 225.23(b)(iii) of
Regulation Y, the Board’s approval is required for
additional acquisitions by Applicant of nonbank banks
or for the establishment of offices of Company located
in a state other than Florida.

By order of the Board of Governors, effective
July 1, 1987.

Voting for this action: Chairman Volcker and Governors
Seger, Angell, and Kelley. Absent and not voting: Governors
Johnson and Heller.

JAMES MCATEE

[sEAL] Associate Secretary of the Board

10. $.790 (The Competitive Equality Banking Act of 1987), 100th
Cong., Ist Sess, (1987).

11. In this regard, the Board notes that becanse Company is not
considered a bank under the BHC Act, the provisions of section
225.22(d) 1) of Regulation Y would not be applicable to exempt the
acquisition or activities ot Company from Board approval under
section 4 of the Act.
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Marine Midland Banks, Incorporated
Buffalo, New York

Order Conditionally Approving Application to
Underwrite and Deal in Certain Securities to «a
Limited Fxtent

Marine Midland Banks, Incorporated, Buifalo, New
York, a bank holding company within the meaning of
the Bank Holding Company Act, 12 U.S.C. § 1841
er seq. (“"BHC Act’’), and parent bank holding compa-
nics: The Hongkong and Shanghai Banking Corpora-
tion, Hong Kong, B.C.C.; Kcilett N.V., Curacao,
Netherlands Antilles; and HSBC Holdings B.V., Am-
sterdam, The Netherlands; have applied for the
Board’s approval under section 4(¢)(8) of the BHC Act
and scction 225.21(a) of the Board’s Regulation Y,
12 C.FOR. §225.21(a), to engage through a wholly
owned subsidiary, Marine Midland Capital Markets
Corporation (““Company’’), in underwriting and deal-
ing in, on a limited basis, the following sccurities:

(1) municipal revenue bonds, including certain in-

dustrial development bonds;

(2) residential mortgage-related securities;

(3) consumer-receivable-related securtties (C"CRRs™);

and

(4) commercial paper.!

In addition, Applicants have applicd for approval
under section 4(¢)(8) of the BHC Act for Company to
underwrite and deal in U.S, government and agency
and state and municipal sccuritics that state member
banks are authorized to underwrite and deal in under
section 16 of the Banking Act of 1933 (the “*Glass—
Steagall Act’') (12 U.S.C. § 24 Seventh) (hereinafter
“bank-cligible securitics™). Company would engage in
the proposed underwriting and  dcaling  activitics
through offices in New York, New York.

Marine Midland Banks, Incorporated, with consoli-
dated assets of $22.2 billion,? is the nincteenth largest
banking organization in the nation. It operates two
banking subsidiarics in New York and Delaware and
engages in a broad range of permissible nonbanking
activities in the United States and abroad.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been published (52 Federal Register 17,829

1. Applicant proposes to limit Company’s underwriting and dealing
activity in these securities in the same manner and to the same extent
as proposed by Bankers Trust in its application to underwrite and deal
in these seeurities, See Citicorp, J.P. Morgan & Co. Incorporated,
Bankers Trust New York Corporation, 73 Friperat Resirve Buipe-
1IN 473, 477 0,11 (1987).

2. Banking data arc as of December 31, 1986.

(1987)). The Securities Industry Association (“"SIA™),
a trade association of the investment banking industry,
opposes the application for the reasons stated in its
carlicr protests to similar applications by Citicorp, J.P.
Morgan & Co. Incorporated and Bankers Trust New
York Corporation. The Bank Capital Markets Associ-
ation commented in favor of the application.

The Board has previously determined that under-
writing and dealing in bank-cligible sccurities is closely
related to banking under section 4(¢)(8) of the BHC
Act. 12 CFF.R. § 225.25(b)(16). In addition, the Board
concludes that Company’s performance of this activity
may reasonably be expected to result in public benetits
which would outweigh adverse effects under the prop-
et incident to banking standard of section 4(¢)(8) of the
BHC Act. Accordingly, Applicants may cngage
through Company in underwriting and dealing in bank-
cligible securities to the extent that state member
banks arc authorized by scction 16 of the Glass—
Steagall Act.

On April 30, the Board approved applications by
Citicorp, J.P. Morgan and Bankers Trust to under-
write and deal in, through their bank-eligible securitics
underwriting  subsidiarics, -4 family mortgage-
backed securities, municipal revenue bonds (and cer-
tain industrial development bonds) and (except for
Citicorp) commercial paper.t The Board concluded
that the underwriting subsidiaries would not be ‘‘en-
gaged principally ™ in underwriting or dealing in secuti-
tics within the meaning of scction 20 of the Glass—
Steagall Act® provided they derived no more than 5
percent of their total gross revenues from underwriting
and dealing in the approved sccuritics over any two-
year period and their underwriting and dealing activi-
tics did not exceed S percent of the market for each
particular type of security involved. The Board further
found that, subject to the prudential framework of
limitations established in those cases to address the
potential for conflicts of interest, unsound banking
practices or other adverse effects, the proposed under-
writing and dealing activities were so closcly related to
banking as to be a proper incident thereto within the

3. CiticorpiMorgan/Bankers Trust, supra. 'The Board subscquently
approved similar applications by @ number of other bank holding
companics. Chemical New York Corporation, 73 FEDERAL RESERVE,
BurLerin 616 (1987); The Chase Manhatian Corporation, 73 FEpeR-
AL Restrve Burnetin 607 (1987); Citicorp (1o underwrite and deal in
commercial paper), 73 FEDERAL RESERVE BULLETIN 618 (1987);
Muanufacturers Hanover Corporation, 73 FEDERAL RESERVE BULLE-
TIN 620 (1987); Security Pacific Corporation, 73 FEDERAL RESERVE
BuirLemin 622 (1987); and PNC Financial Corporation, 73 FEneRai
ReservE Burornin 742 (Order dated July 1, 1987).

4. Section 20 of the Glass=Steagall Act (12 U.S.C. § 377) prohibits
the aftiliation of & member bank with “any corporation . . . engaged
principally in the issue, Hotation, underwriting, public sale, or distri-
bution at wholesate or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other sceeurities .. .7
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meaning of section 4(c)(8) of the BHC Act. On July (4,
the Board subsequently decided that underwriting and
dealing in CRRs is s0 closely related to banking as to
be a proper incident thereto within the meaning of
section 4(c)(8) of the BHC Act.’

For the reasons sct forth in the Board’s Citicorp/
Morgan/Bankers Trust and Chemical Orders, the
Board concludes that Applicants’ proposal to engage
through Company in underwriting and dealing in mu-
nicipal revenue bonds,* 1-4 family mortgage-related
securities, commercial paper and consumer-receiv-
able-related securities would not result in a violation of
section 20 of the Glass—Steagall Act and is closely
related and a proper incident to banking within the
meaning of section 4(c)8) of the BHC Act provided
Applicants limit Company’s activities as provided in
those Orders. Accordingly, the Board has determined
to approve the underwriting application subject to all
of the terms and conditions established in the Citicorp/
MorganiBankers Trust and Chemical Orders. The
Board hereby adopts and incorporates herein by refer-
ence the reasoning and analysis contained in those
Orders.

The Board’s approval of this application extends
only to activities conducted within the limitations of
section 225.25(b)(16) of the Board’s Regulation Y and
the Citicorp/Morgan/Bankers Trust and Chemical Or-
ders, including the Board’s reservation of authority to
establish additional limitations to ensure that the sub-
sidiary’s activities are consistent with safety and
soundness, conflict of interest and other relevant
considerations under the BHC Act. Underwriting and
dealing in the approved securitics in any manner other
than as approved in those Orders? is not within the
scope of the Board’s approval and is not authorized for
Company.

As the Board noted in the Citicorp/Morgan/Bankers
Trust Order, Congress has under consideration legisla-

5. Chemical New York Corporation, The Chase Manhattan Corpo-
ration, Bankers Trust New York Corporation, Citicorp, Manufactur-
ers Hanover Corporation, and Security Pacific Corporation, 73
FEDERAL RESERVE BurLeTin 731 (Order dated July 14, 1987) (herein-
after the “"Chemical Order™).

6. The industrial development bonds approved in those applica-
tions and for Applicants in this case are only those tax exempt bonds
in which the governmental issuer, or the governmental unit on behalf
of which the bonds are issued, is the owner for federal income tax
purposes of the financed ftacility (such as airports, mass commuting
facilitics, and water pollution control facilities). Without further
approval from the Board, Company may underwrite or deal in only
these types of industrial development bonds.

7. Company may also provide services that are necessary incidents
to these approved activities. The incidental services should be taken
into account in computing the gross revenue and market share limits
on the underwriting subsidiaries’ ineligible underwriting and dealing
activities, to the extent such limits apply to particular incidental
activities.

tion that would prohibit Board approval of an under-
writing application, such as this, betwcen March 6,
1987 and March 1, 1988, While this moratorium legisla-
tion has not yet been enacted into law, the Board calls
to Applicants’ attention that they may be required by
subsequent Congressional action to cease their under-
writing and dealing activities approved in this Order.
The Board retains jurisdiction over the application to
act to carry out the requircments of any legislation
adopted by Congress that would affect Applicants’
conduct of underwriting and dcaling activities under
this Order and the BHC Act.

The Board’s determination is subject to all of the
conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board's authority to require modification or
termination of the activities of a bank holding compa-
ny or any of its subsidiaries as the Board finds
necessary to assure compliance with, and to prevent
evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder.

The Board notes that the SIA has sought judicial
review in the U.S. Court of Appeals for the Sccond
Circuit of the Citicorp/Morgan/Bankers Trust Order as
well as subsequent Board orders approving the under-
writing applications of a number of other bank holding
companies. The Board notes that the court has stayed
the effectiveness of the Board Orders pending judicial
review. In light of the pendency of the litigation, the
Board has determined that this Order should be stayed
for such time as the stay of the prior decisions is
effective.

By order of the Board of Governors, effective
July 14, 1987,

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

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

Dissenting Statement of Chairman Volcker and
Governor Angell

For the reasons sct forth in our dissenting statement in
the Citicorp/Morgan/Bankers Trust Order and the Or-
der approving the applications of a number of bank
holding companies to engage in underwriting and
dealing in consumer-receivable-related securities, we
regret we are unable 1o join the majority in approving
this application.

July 14, 1987
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MNC Financial, Inc.
Baltimorc, Maryland

Order Approving Application to Retain Tnsurance
Agency Activities

MNC Financial, Inc.. Baltimore, Maryland, a regis-
tered bank holding company within the meaning ol the
Bank Holding Company Act (C*BHC Act™) (12 U.85.C.
§ 1841 1 seq.), has applicd for the Board’s approval
under section 4(C)B)D) of the BHC Act (12 U.S.C.
§ 1843(UB D)) and section 225.25(h)(8)(1v) of Regula-
tion Y (12 CF.R.§ 225 25(b)&)iv)) Lo retain the in-
surance agency aclivities ol its subsidiary, American
Sceurity Corporation, Washington, D.C. (*"Compa-
ny’), which is also it bank holding company. These

activitics primarily include comprehensive lines of

property and casualty insurance and exclude general
life insurance sales. Company currently  conducts
these nsurance activities in the District of Columbia
and Virginia through an unincorporated division, and
in Maryland, through a scparate subsidiary corpora-

tion, Amecrican Sccurity lnsurance Corporation of

Maryland (“ASIT).

Applicant is the largest commercial banking organi-
sntion in Maryland with 9.4 percent of the total
deposits in comunercial banks in that state. Applicant’s
lead bank subsidiary operates 203 branch offices in
Maryland and controls total domestic deposits of $5.2
billion. Applicant, through Company. is the second
largest commercial banking organization in the District
of Columbia, with 24.7 percent of the total deposits in
commercial banks there, Applicant’s sole bank subsid-
iary in the District of Columbia operates 31 branches
and controls total domestic deposits of $2.5 billion.!
Applicant also engages through wholly owned subsid-
jaries in various nonbanking activitics which the Board
previously has determined are permissible for bank
holding companics.

On l'ebruary 13, 1987, the Board approved Appli-
cant’s application under section 3 of the BHC Act o
acquire Company, subject (o the condition that it
divest within two years certain otherwise impernuissi-
ble nonbanking activitics previously conducted by
Company pursuant to grandfather privileges granted
under section 4a)2) of the BHC Act.” The Board

f. State deposit data are as ol December 31, 1986, and exclude
Applicants credit card bank in Delaware.,

20 Marvland National Corporation, 73 Froerar Reservi: Bur -
N 30 11987). The Board concluded that grandtather rights under
section a2y of the BHC Act accrue only to one-bank holding
companies, like Company, that first became subject to the BHC Act
by cnactment of the 1970 Amendments, and that MNC is not such o
company. 12 ULS.C0 8 18A3G002).

noted, however, that it would not require divestiture
ol all nonbanking operations if, within that two-ycar
interval, Applicant secured approval under section
4(¢)(8) of the BHC Act to retain any of Company’s
previously grandfathered activities. Soon thereafter,
Applicant filed this application for approval to retain
Company's and ASI's general insurance agency activi-
tics pursuant to Title VI of the Garn-St Germain
Depository Institutions Act of 1982 (“*Garn-St Ger-
main Act’), codified at sections 4(¢)(8WA) through (G)
of the BHC Act, (12 U.S.C. §8 1843(¢HBNA) through
(G)).

Notice of this application, affording opportunity for
interested persons 1o submit comments, has been duly
published (52 Federal Register 9,215 (1987)). The time
tor filing comments has expired, and the Board has
considered the application and all comments received?
in light of the public interest factors set forth in section
4(c)8) of the BHO Act.

Title VI of the Garn=-St Germain Act amended the
nonbanking prohibitions in section 4 of the BHC Act
Lo provide that insurance agency and underwriting
activities are not permissible for bank holding compa-
nics. Title VI provided seven specific exceptions to
this prohibition, however, including grandfather rights
under one of the exemptions for “‘any insurance
ageney activity which was engaged in by the bank
holding company or any of its subsidiarics on May |,
1982 (hereinafter “‘exemption D7), 12 U.S.C.
§ (848D Applicant claims that Company and
AST were engaged lawfully in general insurance agen-
¢y activities on May [, 1982, the applicable grandfa-
ther date under exemption D, and that Company and
ASIT therefore may be permitted to continue these
insurance agency operations even after their recent
acquisition by Applicant.

Protestants argue that Company and AST were not
engaged lawfully in insurance on May |, 1982, because
they never received formal Board approval pursuant
to an application filed under scction 4(¢8) of the BHC
Act. Protestants argue that exemption D extends only
to credit-related property and casualty insurance, and
limits subsequent activities to those states where such

‘e

3. The Board received camments in opposition to Applicant’s
proposal from the Independent Insurance Agents of America, Inc.;
National Association of Lite Underwriters; National Association of
Professional Insurance Agents: National Association of Casualty &
Surely Agents; and National Association of Surcty Bond Producers
CProtestants™),

4. On October 3, 1986, the Board amended Regulatton Y to include
the insurance agencey activities delincated in the seven exemptions to
the Garns SUGermain Act in the list of activitics that the Board has
found 1o be closely related to banking within the meaning of section
A(C)8) of the Act and thus permissible for bank holding companies, 51
Federal Register 36,201 (1986}, coditicd at 12 CF.R. § 225.25(b)&)
(19K87).
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insurance was conducted on the grandfather datc. In
any event, Protestants contend that exemption D
rights expire upon the acquisition of a grandfathered
company by another bank holding company.
Eligibility under Exemption D, The record demon-
strates that on May 1, 1982, Company and ASI were
engaged lawfully in general insurance agency activi-
ties. Company and ASI therefore meet the literal
qualifications for grandfather rights under exemption
D. Company began conducting a general insurance
agency in the District of Columbia and Virginia in
1957, and in Maryland in 1978. In 1976, the Board
determined that Company was entitled to conduct
these activities by virtue of grandfather rights granted
under section 4(a)(2) of the BHC Act to bank holding
companies, such as Company, which were brought
within the coverage of the BHC Act by enactment of
the 1970 Amendments. 12 U.S.C. § 1843(a)2)." ASI,
Company’s insurance subsidiary in Maryland, was
established pursuant to section 4(c¢)(11) of the BHC
Act, which allows any banking organization that quali-
fies for grandfather rights under the 1970 Amendments
to establish a subsidiary company, as long as the new
company engages only in activitics permitted for its
grandfathered  parent  organization. 12 U.S.C.
§ 1843(c)(11). The insurance activitics of Company
and ASI in Virginia, Maryland and the District of
Columbia therefore are eligible for exemption D grand-
father privileges. As the Board determined in the
Sovran case,® neither the language of exemption D nor
its legislative history supports Protestants’ contention
that grandfather privileges under cxemption D are
limited to credit-related property and casualty insur-
ance or to activitics previously approved by Board
order under section 4(c)(8) of the BHC Act.
Retention of Grandfuther Privileges. In its Sovran
decision, the Board also concluded that any company
that is entitled to engage in insurance agency activities
under exemption D does not lose those rights upon its
acquisition by another bank holding company, provid-
ed that the grandfathered entity retains its separate
corporate structure, and its insurance activities are not
conducted by other companies within the acquiring
banking organization.” In the instant case, following
its acquisition by Applicant, Company would remain
as a separate bank holding company, and ASI would
remain a separate nonbank subsidiary thereof, and
their grandfathcred insurance activities would not be

5. See American Security Corporation, Ovder dated July 2t 1976,

6. Sovran Financial Corporation, Order dated June 29, 1987,

7. See also, BunkAmerica Corporation, 69 FEDERAL RESERVE
BuLLeriN S68 (1983); luji Bank, Limited, 69 FEDERAL RESERVE
BurLLeTin SO (1983).

conducted by Applicant or other entitics within Appli-
cant’s organization. Company and AS] therefore may
retain their exemption D grandfather privileges after
acquisition by Applicant.®

Geographic Scope of Activities. Under the terms of
section 4(c)8)D),” however, Company and ASI may
continue to conduct grandfathered insurance activitics
only in Company’s home state, the District of Colum-
bia, the adjacent states of Maryland and Virginia, and
any other state in which either Company or ASI was
engaged in insurance activities on May 1, 1982, Con-
trary to Applicant’s view, then, the scope of grandfa-
ther authority granted to Company and ASI does not
extend nationwide.'® The facts of record show that
Company and ASI have confined their grandfathered
insurance operations to the District of Columbia,
Virginia and Maryland, and that ncither Company or
ASI has ever received approval from the insurance
commission in any other state to conduct insurance
operations. Because Company and ASI were autho-
rized on May [, 1982, to engage in insurance only in
the District of Columbia, Virginia and Maryland, they
may not now cxpand their grandfathered insurance
activitics under exemption D) to other states.

Proper Incident to Banking. In considering any
application under section 4(c)(8) of the BHC Act, the
Board must determine whether the proposed activity
is a proper incident to banking:; that is, whether
performance of the activity can reasonably be expect-
ed to produce benefits to the public that outweigh
possible adverse effects. As a result of Applicant’s
proposal, consumers in the District of Columbia, Vir-
ginia and Maryland would benefit from ongoing access
to Company and ASI as a source of insurance products
and services. The continuation of grandfathered oper-
ations by Company and ASI thus would serve to

8. The Board incorporates herein by reference the findings and
analysis in its Sovran decision regarding the types of insurance agency
activitics covered by exemption D and regarding the retention of
grandfather privileges under exemption D following acquisition of the
grandfathered company by another banking organization.

9. Specifically, exemption D limits the geographic scope of permit-
ted activities to:

sales of insurunce at new locations of the same bank holding company or the

same subsidiary or subsidiaries with respect to which insurance was sold on

May [, 1982, or approved to be sold on or before May [ 19820 if such new

locations are confined to the State in which the principal place of business of

the bank holding compuny is located, any State or States immediately
adjacent to such State, and any State or States in which insurance activities
were conducted by the bank holding company or any ol its subsidiaries on

May 1, 1982, or were approved to be conducted by the bank holding company

or any of its subsidiaries on or before May 1, 1982,

10. This conclusion is unaltered by the absence ol a geographic
limitation in the Board's July 21, 1976 Order regarding Company’s
section dan2) grandtather privileges. Applicant has applicd to retain
the insurance activities under section 4(¢iBi(D), which limits the
geographic scope of the activitics conducted. As noted, Applicant’s
application to retain Company's insurance activitics under section
4(a)2) was denied by the Board.
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maintain cxisting business relationships and expecta-
tions, and also would preserve Company and ASI as
viable competitors in the insurance agency industry.
Conversely, there is no evidence Lo suggest that Appli-
cant’s proposal would result in undue concentration of
resources, unfair or decreased competition, conflicts
of interest or other adverse ceffects. The balance of
public interest factors therefore i1s favorable in terms
of Company’s and ASIDs ability to continue their
grandfathered insurance operations in the District of
Columbia, Virginia and Maryland following acquisi-
tion by Applicant.

Bascd on the foregoing and other facts of record, the
Board has determined that the application under sce-
tion 4 should be. and hereby is. approved. This
determination is subject to all of the conditions set
forth in Regulation Y, and provided that the insurance
aclivities are conducted solely by Company and ASI,
which must remain as independent sabsidiaries of
Applicant, Itis also subject to the Board’s authority to
require such modifications or termination of activities
of the bank holding company or any of its subsidiarics
as the Board finds necessary to assure compliance
with, and prevent cvasions of, the provisions and
purposcs of the Act and the Board’s regulations and
orders 1ssucd thercunder.

By order of the Bouard of Governors, effective
July 2, 1987.

Voting tor this action: Chairman Volcker and Governors
Johnson, Seger, Angell, and Kelley. Absent and not voting:
Governor Heller.

James MCAEE

[SEATL] Associate Secretary of the Board

PNC Financial Corp
Pittsburgh, Pennsylvania

Order Conditionally Approving Application to
Underwrite and Deal in Certain Securities to a
Limited Extent

PNC Financial Corp, Pittsburgh, Pennsylvania, a bank
holding company within the meaning of the Bank
Holding Company Act, 12 U.S.C § 1841 ¢t seq.
C*BHC Act™), has applied for the Board’s approval
under section 4(eXB) of the BHC Act and section
225.21¢a) of the Board's Regualtion Y, 12 C.F.R
§ 225.21(), to engage through a wholly owned subsid-
iary, PNC Investment Company, Pittsburgh , Pennsyl-
vania (CCompany”), in underwriting and dealing in,
on a limited basis, municipal revenue bonds, including

certain industrial development bonds, and commercial
paper.!

[n addition, Applicant has applicd under section 4(¢)
(8) of the BHC Act for Company to underwrite and
deal in U.S. government and agency and state and
municipal securities that state member banks are au-
thorized to underwrite and deal in under section 16 of
the Banking Act of 1933 (the “Glass—Steagall Act’)
(12 U.S.C. 8§ 24 Sceventh and 335) (hercinafter “cligi-
ble sccurities™). Company would engage in the pro-
posed underwriting and dealing activitics through of-
fices in Pittsburgh.

Applicant, with consolidated assets of $27.0 billion,?
is the twenty-sccond largest banking organization in
the nation. 1t operates 17 subsidiary banks in Pennsyl-
vania, Kentucky, Indiana and Delaware and cngages
in a broad range of permissible nonbanking activitics
in the United States.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been published (52 Federal Register 13,757
(1987)). The Board received two comments on the
proposal.  ‘The  Sccurities  Industry — Association
(**SIA’"), a trade association of the investment bank-
ing industry, opposes the application for the reasons
stated in its carlier protests to similar applications by
Citicorp, J.P. Morgan & Co. Incorporated and Bank-
ers ‘Trust New York Corporation. The Bank Capital
Markets Association commented in favor of the appli-
cation.

The Board has previously determined that under-
writing and dealing in eligible sccurities is closcly
related to banking under section 4(¢)(®) of the BHC
Act. 12 C F.R. § 225.25(b)(16). In addition, the Board
concludes that Company’s performance of this activity
may reasonably be expected to result in public benefits
which would ouwtweigh adverse effects under the prop-
er incident to banking standard of scction 4(¢)(8) of the
BHC Act.  Accordingly, Applicant may cngage
through Company in underwriting and dealing in eligi-
ble sceurities to the extent that state member banks
arc authorized by section 16 of the Glass—Steagall Act.

On April 30, the Board approved applications by
Citicorp, J.P. Morgan and Bankers Trust to under-
write and deal in, through their eligible securities
underwriting  subsidiarics,  1-4  family mortgage-
backed securities, municipal revenue bonds (and cer-
tain industrial development bonds) and (except for

1. Applicant proposes to limit Company’s underwriting and dealing,
activity in these securities (n the same manner and to the same extent
as proposed by J.P. Morgan in its application to underwrite and deal in
these seeurities as well as mortage-backed securitics. See Citicorp/
J.P Morgan & Co. IncorporatediBankers Trust New York Corpora-
tion, 73 FeDERAL RESERVE BurryniN 473, 477 n 11 (1987).

2. Banking data are as of March 31, 1986,
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Citicorp) commercial paper.* The Board concluded
that the underwriting subsidiarics would not be “‘en-
gaged principally”’ in underwriting or dealing in securi-
ties within the meaning of section 20 of the Glass—
Steagall Act* provided they derived no more than 5
percent of their total gross revenues from underwriting
and dealing in the approved securities over any two-
year period and their underwriting and dealing activi-
ties did not exceed 5 percent of the market for each
particular type of security involved. The Board further
found that, subject to the prudential framework of
limitations established in those cases to address the
potential for conflicts of interest, unsound banking
practices or other adverse effects, the proposed under-
writing and dealing activities were so closely related to
banking as to be a proper incident thereto within the
meaning of section 4(¢)(8) of the BHC Act.

For the reasons set forth in the Board’s Citicorp/
Morgan/Bankers Trust Order, the Board concludes
that Applicant’s proposal to engage through Company
in underwriting and dealing in municipal revenue
bonds’ and commercial paper would not result in a
violation of section 20 of the Glass—Steagall Act and is
closely related and a proper incident to banking within
the meaning of section 4(¢)(8) of the BHC Act, provid-
ed Applicant limits Company’s activities as provided
in the Citicorp/Morgan/Bankers Trust Order. Accord-
ingly, the Board has determined to approve the under-
writing application subject to all of the terms and
conditions established in the Citicorp/Morgan/Bankers
Trust Order. The Board hereby adopts and incorpo-
rates herein by reference the reasoning and analysis
contained in the Citicorp/Morgan/Bankers Trust
Order.

The Board’s approval of this application extends
only to activities conducted within the limitations of
section 225.25(b)(16) of the Board’s Regulation Y and
the Citicorp/Morgan/Bankers Trust Order, including
the Board’s reservation of authority to establish addi-
tional limitations to ensure that the subsidiary’s activi-

3. CiticorplMorganiBankers Trust, supra. The Board subsequently
approved similar applications by Chemical New York Corporation,
The Chase Manhattan Corporation, Citicorp (to underwrite and deal
in commercial paper), Manufacturers Hanover Corporation and Sc-
curity Pacific Corporation. Orders dated May 18, 1987,

4. Section 20 of the Glass-Steagall Act (12 U.S.C. § 377) prohibits
the affiliation of a member bank with “"any corporation . . . engaged
principally in the issue, flotation, underwriting, public sale, or distri-
bution at wholesale or retail or through syndicate participation of
stocks, bonds, debentures, notes, or other securities . . ..

5. The industrial development bonds approved in those applica-
tions and for Applicant in this case are only those tax exempt bonds in
which the governmental issuer, or the governmental unit on behalf of
which the bonds are issued, is the owner for federal income tax
purposes of the financed facility (such as airports, mass commuting
facilities, and water pollution control facilities). Without further
approval from the Board, Company may underwrite or deal in only
these types of industrial development bonds.

ties arc consistent with safety and soundness, conflict
of interest and other relevant considerations under the
BHC Act. Underwriting or dealing in the approved
securities in any manner other than as approved in that
Order® is not within the scope of the Board’s approval
and is not authorized for Company.

As the Board noted in the Citicorp/Morgan/Bankers
Trust Order, Congress has under consideration legisla-
tion that would prohibit Board approval of an under-
writing application, such as this, between March 6,
1987, and March 1, 1988. While this moratorium
legislation has not yet been enacted into law, the
Board calls to Applicant’s attention that it may be
required by subsequent Congressional action to cease
its underwriting and dealing activities approved in this
Order. The Board retains jurisdiction over the applica-
tion to act to carry out the requirements of any
legislation adopted by Congress that would affect
Applicant’s conduct of underwriting and dealing activ-
ities under this Order and the BHC Act.

The Board’s determination is subject to all of the
conditions set forth in the Board's Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board’s authority to require modification or
termination of the activities of a bank holding compa-
ny or any of its subsidiaries as the Board finds
necessary to assure compliance with, and to prevent
evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder.

The Board notes that the SIA has sought judicial
review in the U.S. Court of Appeals for the Second
Circuit of the Citicorp/Morgan/Bankers Trust Order,
as well as subsequent Board Orders approving the
underwriting applications of a number of other bank
holding companics. The Board notes that the court has
stayed the effectiveness of the Board Orders pending
judicial review. In light of the pendency of the litiga-
tion, the Board has determined that this Order should
be stayed for such time as the stay of the prior
decisions is effective.

By order of the Board of Governors, effective
July 1, 1987.

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

JAMES MCAFEE
Associate Secretary of the Board

6. Company may also provide services that are necessary incidents
to these approved activitics. The incidental services should be taken
into account in computing the gross revenue and market share limits
on the underwriting subsidiaries’ incligible underwriting and dealing
activities, to the extent such limits apply to particular incidental
activitics.



Dissenting Statement of Chairman Volcker and
Governor Angell

For the reasons set forth in our dissenting statcment in
the Citicorp/Morgan/Bankers Trust Order, we regret
we are unable to join the majority in approving this
application.

h July 1, 1987

Sovran Financial Corporation
Norfolk, Virginia

Order Approving an Application to Provide Certain
Investment Advisory Services

Sovran Financial Corporation, Norfolk, Virginia, a
bank holding company within the meaning of the Bank
Holding Company Act of 1956, as amended (12 U.S.C.
§ (841 et seq.) (the “*Act’’), has applied for the
Board's approval under scction 4(¢)(8) of the Act
(12 U.S.C. § 1843(cx8)) and section 225.23 of the
Board's Regulation Y (12 C.F.R. § 225.23), to expand
the activities of its subsidiary, Sovran Investment
Corporation, Richmond, Virginia (**SIC™), to inctude
certain investment advisory services.!

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (52 Federal Register
16,312 (1987)). The time for filing comments has
expired, and the Board has considered the application
and all comments received in light of the public
interest factors set forth in section 4(¢)(8) of the Act.

Applicant, a multibank holding company, has total
consolidated assets of approximately $14.6 billion,?
Applicant also engages through certain subsidiaries in
other nonbanking activities permissible for bank hold-
ing companices.?

Applicant proposes to transfer certain activitics
currently being conducted by its largest subsidiary

1. SIC previously has received anthorization from the Board to: (1)
provide discount sccurities brokerage services; (2) buy and sell, as
agent on behalf of unaftiliated persons, options on securities issued or
guaranteed by the U.S. Government and its agencies, and options on
U.S. and foreign money market instruments: (3) purchase and sell
gold and silver bullion and gold coins solely for the account of
customers; (4) underwrite and deal in government obligations and
money market instruments: (5) provide investment advice relating
solely to government obligations and moncy market instruments: (6)
provide certain fiduciary services; and (7) provide cash management
serviees.

2. Banking data are as of March 31, 1987,

3. Applicant previously has been authorized to engage through
Sovran Capital Management, Richmond, Virginia (©°SCM™"), in the
provision of investment or financial advice on a fee basis.

bank, Sovran Bank, N.A., to SIC and to engage in onc
new activity through SIC. These activities are:
(1) acting as an investment advisor to a registered
investment company;*
(2) providing portfolio investment advice;
(3) providing financial advice to state and local
governments;
(4) providing advice in conncction with financing
transactions for non-affiliated financial and nonfi-
nancial institutions; and
(5) providing, on an explicit fee basis, discretionary
management of short-term monies for a small num-
ber of corporate or other institutional clients.

The first three activities are permissible under Regu-
fation Y (12 C.F.R. § 225.25(b)(4)(ii), (i), (v)).

The Board previously has determined by Order that
the fourth activity is closely related to banking and
permissible for bank holding companics.® In these
cases, however, the Board noted concerns regarding
conflicts of interest and related adverse effects that
may be associated with financial feasibility studies.
Applicant has committed to abide by the conditions
established in these cases to avoid adverse elfects.
Specifically, Applicant has agreed that:

(1) SIC’s financial advisory activities shall not en-

compass the performance of routine tasks or opera-

tions for a customer on a daily or continuous basis;

(2) Disclosure will be made to cach potential cus-

tomer of SIC that SIC is an affiliate of Applicant;

(3) Advice rendered by SIC on an explicit fee basis

will be without regard to correspondent balances

maintained by a customer of SIC at Applicant or any
depository subsidiary of Applicant; and

(4) SIC will not make available to Applicant or any

of its subsidiaries confidential information received

from SIC’s clients.

Under these conditions, the Board concludes that
Applicant’s performance of financial feasibility studics
is unlikely to result in any undue concentration of
resources, decrcased or unfair competition, unsound
banking practices, or other adversc cffects.

The fifth activity, providing, on an explicit fee basis,

4. This is the only activity of the five activities not currently being
conducted by Sovran Bank, N.A.

5. Security Pacific Corporation (DufY & Phelps, Inc.), 71 FEpErat
ReserveE Buorrein 118 (198S), Signer Banking Corporation, 73
Freperar Reserve Buiterin 59 (1987). In both Security Pucific
Corporation and Signet Banking Corporation, a broader form of
financial feasibility studies was approved, which included providing
advice in connection with mergers, acquisitions, and divestitures, as
well as providing advice in connection with financing transactions.
Sovran has not requested authority to provide advice in connection
with mergers, acquisitions, and divestitures, only advice in connec-
tion with financing transactions.
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discretionary management of short-term monies for a
small number of corporate or other institutional cli-
ents, is a trust-type function that has been provided by
banks and that is authorized under Regulation Y
(12 C.F.R. §§ 225.25(b)(3) and (4)). The Comptroller
of the Currency specifically has concluded that ac-
counts of this type may be managed through the
commercial department of a national bank, and such
accounts are treated as subject to Part 9 of the
Comptroller’s Regulations regarding fiduciary powers
of national banks.®

Applicant currently conducts this activity at one of
its subsidiary banks, Sovran Bank, N.A., and pro-
poses to transfer the activity to SIC. In performing this
activity, SIC will hold funds of a particular customer in
a separate account and will not pool or commingle
such funds with any other account handled by SIC or
any affiliate of SIC. Investment criteria will be speci-
fied by each individual customer, and SIC will select
specific investments according to that criteria. The
only discretion exercised by SIC will be with regard to
choosing specific issuers within the type of invest-
ments specified by the customer and with regard to
choosing the maturity of certain investments. The
customer will be charged an explicit fee for the man-
agement which will be based on assets under manage-
ment.

In order to approve this application, the Board must
also find that the performance of the proposed activity
‘‘can reasonably be expected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in efficiency, that outweigh
possible adverse effects, such as undue concentration
of resources, decreased or unfair competition, con-
flicts of interest, or unsound banking practices.”” Ap-
plicant’s proposal represents a corporate reorganiza-
tion wherein activities currently performed by one of
its subsidiary banks, Sovran Bank, N.A., and one new
activity will be conducted by SIC. Because the pro-
posal essentially would result in a transfer of the
activities within the same corporate structure, approv-
al of the application would have no adverse competi-
tive effects.

With regard to the possibility of any conflicts of
interest, SIC will register with the Securities and
Exchange Commission as a registered investment ad-
visor in connection with this activity and thereby will
be subject to applicable requirements of both state and

6. 12 C.F.R. §9. These regulations include a requirement that a
national bank excrcising investment discretion with respect to an
account shall adopt and follow written policies and procedures
intended to ensure that its brokerage placement practices comply with
all applicable laws and regulations (12 C.F.R. § 9.5).

federal securities laws. Further, SIC will observe the
standards of care and conduct applicable to fiducia-
rics. In addition, SIC will usc the best method of
execution for transactions and will not utilize the
brokerage or cxecution capabilities of SIC for any
transaction without the written consent of the cus-
tomer.

All of the activities sought to be approved by this
application are to be provided, with one exception,
through separate SIC employees who will not them-
selves handle brokerage transactions for any custom-
ers, and who will not be involved in underwriting or
dealing activities.” All of the activities sought to be
approved by this application will be conducted by SIC
personnel whose office will be maintained separate
and apart from any retail banking offices of any of
Applicant’s banking affiliates. SIC will be maintained
and will hold itself out to the public as a separate and
distinct corporate entity with its own name, proper-
ties, assets, liabilities, books, and records. Except for
the provision of investment advice and execution
services 1o other affiliates (as a permissible servicing
activity under 12 C.F.R. § 225.22(a)) and the receipt
by SIC of certain operational support from its affiliates
under one or more service contracts, SIC will conduct
its business separate from that of its bank affiliates,
and its agreements with customers will indicate that
SIC is solely responsible for its contractual obligations
and commitments. All of SIC’s notices, tickets, ad-
vices, confirmations, correspondence and similar doc-
umentation will be clearly imprinted so as to avoid
confusion on the part of customers or others between
SIC’s business and that of its bank affiliates. In
addition, SIC offices will be located in areas separate
from areas utilized by the retail functions of its bank
affiliates.

Based upon a consideration of all the relevant facts,
the Board concludes that the balance of the public
interest factors that the Board is required to consider
under section 4(c)(8) is favorable. The financial and
managerial resources of Applicant are consistent with
approval. Accordingly, the application is hereby ap-
proved. This determination is subject to the conditions
set forth in sections 225.4(d) and 225.23(b)(3) of Regu-
lation Y, and to the Board’s authority 1o require such
modification or termination of the activities of a bank
holding company or any of its subsidiarics as the
Board finds necessary to assure compliance with the

7. The one exception is that individuals who handle the small
number of short-term discretionary accounts will handle brokerage
transactions for those accounts as well as for certain other non-
discretionary corporate accounts.
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provisions and purposes of the Act and the Board’s
regulations and orders issued thercunder, or to pre-
vent evasion thereof.

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

By order of the Board of Governors, cffective
July 15, 1987.

Voting for this action: Chairman Volcker and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JameEs MCAFEE

|sEALL Associate Secretary of the Board

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

Security Pacific Corporation
f.os Angeles, California

Order Approving Acquisition of a Bank Holding
Company and Its Banking and Nonbanking
Subsidiaries

Security Pacific Corporation, Los Angeles, California,
a bank holding company within the meaning of the
Bank Holding Company Act of 1956, as amended (the
CACT) (12 ULS.CL § 1841 ¢t seq.), has applied for the
Board's approval under section 3 of the Act
(12 U.S.C. § 1842) to acquire Rainier Bancorporation,
Scattle, Washington (“*Rainier’’), and thereby to ac-
quire indirectly Rainier National Bank, Scattle, Wash-
ington, Rainicr Bank Oregon, N.A., Portland, Oregon,
United Bank, A Savings Bank, Tacoma, Washington,
and Rainier Bank Alaska, N.A., Anchorage, Alaska.!
Applicant also has applied for the Board’s approval
under  section  4(¢)(&) of the Act (12 U.S.C.
§ 1843(¢)(8)) to acquire Rainier Mortgage Company,
Seattle, Washington, and thereby engage in mortgage
banking; Rainicr Real Estate Advisers, Inc., Seattle,
Washington, and thereby engage in investment advice,
Rainicr Credit Life Insurance Company, Secattle,
Washington, and thereby engage in the sale of credit-
related insurance; and Rainicr Brokerage Services,
Inc., Scattle, Washington, and thereby engage in secu-

1. Applicant will acquire Rainier through the merger of Rainier into
SPC/RAB Acquisition, Inc. ("SPC/RAB™), a Delaware corporation
and a wholly owned, special purpose subsidiary of Applicant. In
conpection with this application, SPC/RAB has applied to become a
bank holding company by acquiring Rainier.

ritics brokerage.? ‘These activities are authorized for
bank holding companics pursuant to the Board’s Regu-
lation Y, 12 C.F.R. §§ 225.25(b)(1), (4), (8), (15). Ap-
plicant also has provided notice to the Board under
section 4(¢)(14) of the Act of its intention to invest in
Rainicr International Trading Company, an export
trading company. Finally, Applicant has provided
notice to the Board under 12 C.F.R. § 211.4(0)(3) of its
intention to indirectly acquire control of the Edge Act
corporation subsidiarics of Rainier, Rainicr Interna-
tional Bank and Rainier Bank International.

Notice of the applications, affording opportunity for
interested persons to submit comments and views, has
been duly published (52 Federal Register 16,312
(1987)). The time for filing comments has expired, and
the Board has considered the applications and all
comments received in light of the factors set forth in
sections 3(c) and 4(¢)(8) of the Act.

Applicant, with approximately $28 billion in domes-
tic deposits, is the third largest commercial banking
organization in California, controlling approximately
13.5 percent of total deposits in commercial banks in
Califormia.* Rainicr is the second largest commercial
banking organization in Washington with domestic
deposits of approximately $5.7 billion, controlling ap-
proximately 22.1 percent of the total deposits in com-
mercial banks in Washington.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving any application by a bank holding company to
acquire control of any bank located outside of the
holding company’s home state,* unless such acquisi-
tion is “‘specifically authorized by the statute laws of
the State in which [the] bank is located, by language to
that cffect and not merely by implication.”” Effective
July 1, 1987, Washington law permits an out-of-state
banking organization that mects the requirements of
Washington law, including a reciprocity requirement,
to acquire a bank located in Washington.s The Wash-
ington Supervisor of Banking has indicated that Appli-
cant has satisfied the requirements of Washington law.
Oregon law permits a California bank holding compa-
ny, with the permission of the Oregon Banking Super-
visor, to acquire an Oregon bank.® The Oregon Bank-

2. Inconnection with this application, SPC/RAB also has applied to
acquire these nonbanking subsidiaries and has provided notice of
investment in Rainier International Trading Company and the Edge
Act corporation subsidiaries of Rainier.

3. Statewide banking data are as of December 31, 1986,

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

S. Wash. Rev, Code § 30.04,232 (1986).

6. Or. Rev. Stat. § 715.065(b)(A) (1985).
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ing Supervisor has indicated that Applicant’s
acquisition of Rainier Bank Oregon, N.A., Portland,
Oregon, is permissible. An out-of-state bank holding
company may acquire an Alaska bank unless the bank
is a ‘‘recently formed bank.”’? Rainier Bank Alaska,
N.A., Anchorage, Alaska, is not, under the statute, a
“recently formed bank,’’® and the Alaska Director of
Banking and Securities has indicated that Applicant’s
acquisition of Rainier Bank Alaska, N.A. is permissi-
ble. Based on the foregoing factors and its own review
of the record, the Board has determined that the
proposed acquisition is specifically authorized by the
statute laws of Washington, Oregon, and Alaska, and
thus Board approval is not prohibited by the Douglas
Amendment.

Applicant competes with Rainier in three banking
markets in Oregon and Washington.?

In the Portland banking market, Applicant is the
third largest of 22 commercial banking organizations
with deposits of approximately $483 million, control-
ling approximately 7.6 percent of total deposits in
commercial banks in the market.'® Rainier is the ninth
largest banking organization with deposits of approxi-
mately $80 million, controlling approximately 1.3 per-
cent of total deposits in commercial banks in the
market. Upon consummation, Applicant would con-
tinue to be the third largest organization, with deposits
of approximately $563 million, controlling approxi-
mately 8.9 percent of total deposits in commercial
banks in the market. The Portland banking market is
considered highly concentrated, with a Herfindahl-
Hirschman Index (““HHI"") of 2540. However, upon
consummation, the HHI would increase by only 20
points to 2560.

In the Longview banking market, Applicant is the
sixth largest of eight commercial banking organiza-
tions with deposits of approximately $11 million, con-
trolling approximately 5.0 percent of total deposits in
commercial banks in the market.!' Rainier is the
second largest banking organization with deposits of
approximately $63 million, controlling approximately
28.7 percent of total deposits in commercial banks in
the market. Upon consummation, Applicant would
become the largest organization, with deposits of
approximately $74 million, controlling approximately

7. Alaska Stat. § 06.05.235(e) (1986).

8. Alaska Stat, § 06.05.235(g).

9. All local banking market data are as of June 30, 198S.

10. The Portland banking market is approximated by the Portland
RMA, which consists of Multnomah County and parts of Clackamas,
Columbia, Marion, Washington, and Yamhill Counties, all in Oregon,
and part of Clark County, Washington.

{1. The Longview banking market is approximated by the Long-
view, Washington, RMA, which consists of parts of Cowlitz County,
Washington, and Columbia County, Oregon.

33.9 percent of total deposits in commercial banks in
the market. The HHI would increase by 287 points to
2418.

In the Grays Harbor County banking market, Appli-
cant is the seventh largest of eight commercial banking
organizations with deposits of approximately $15 mil-
lion, controlling approximately 5.3 percent of total
deposits in commercial banks in the market.'? Rainier
is the largest banking organization, with deposits of
approximately $106 million, controlling approximately
37.5 percent of total deposits in commercial banking
organizations in the market. Upon consummation,
Applicant would become the largest organization in
the market, with deposits of approximately $121 mil-
lion, controlling approximately 42.8 percent of total
deposits in commercial banks in the market. The
Grays Harbor County banking market is considered
highly concentrated, with an HHI of 2164. Upon
consummation, the HHI would increase by 398 points
to 2562,

Although consummation of this proposal would
climinate some existing competition between Appli-
cant and Rainier in these banking markets, certain
facts of record mitigate the adverse competitive effects
of the proposal in these markets. Numerous other
commercial banking organizations would continue to
operate in each market after consummation of the
proposal. In addition, the Board has considered the
presence of thrift institutions in these markets in its
analysis of this proposal.

The Board previously has indicated that thrift insti-
tutions have become, or have the potential to become,
major competitors of commercial banks.'? Thrift insti-
tutions already exert a considerable competitive influ-
ence in the market as providers of a wide array of
deposit and lending services to consumer and commer-
cial customers. In view of these facts, the Board has
concluded that thrift institutions exert a significant
competitive influence that mitigates the anticompeti-
tive effects of this proposal in the Grays Harbor
County and Longview markets.!

On the basis of the foregoing, the Board concludes

12. The Grays Harbor County banking market is approximated by
Grays Harbor County, Washington.

13. National City Corporation, 70 FEDERAL RESERVE BuLLiTIN
743 (1984); The Chase Manhattan Corporation, 70 FEDERAL RESERVE
BurLLeriN 529 (1984); NCNB Buncorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Banceshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessce Corporation, 69
FrDpERAL RESERVE BULLETIN 298 (1983).

14. If thrift institutions are included in the analysis at 50 percent,
Applicant is the ninth largest of IS depository organizations in the
Longview market, with approximately 3.5 percent of market deposits.
Rainier is the second largest depository organization in the market,
with approximately 19.9 percent of market deposits. Upon consum-
mation, Applicant would become the largest depository organization
in the market, with a market share of approximately 23.4 percent. The
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that consummation of the proposal would not have a
substantial adverse competitive cffect in any of these
banking markets.

The Board also has considered the effects of Appli-
cant’s proposal on probable future competition in
markets in which Applicant and Rainier do not com-
pete. Inlight of the number of probable future entrants
into these markets, the Board concludes that consum-
mation ol this proposal would not have a significant
adverse cffect on probable future competition in any
relevant banking market.,

In evaluating this application, the Board has consid-
ered the financial resources of Applicant and the eftect
on these resources of the proposed acquisition. The
Board has stated and continues to believe that capital
adequacy is an especially important factor in the
analysis of bank holding company proposals, particu-
farly in transactions where a significant acquisition is
proposcd. '

In this regard, the Board cxpects that banking
organizations experiencing substantial growth inter-
nally and by acquisition, such as Applicant, should
maintain a strong capital position substantially above
the minimum fevels specified in the Capital Adequacy
Guidehnes without significant reliance on intangibles,
particularly goodwill.'* ‘The Board will carcfully ana-
lyze the effect of expansion proposals on the preserva-
tion or achicvement of such capital positions.

The Board has reviewed this case in the light of

Applicant’s capital and assct position. The Board
notes that this transaction is a share-for-share cx-
change which involves no acquisition debt, and that
Applicant has recently strengthened its capital posi-
tion through the issuance of primary capital instru-
ments. In addition, Applicant recognizes the desirabil-
ity of continuing to strengthen ity capital base. The
Board intends to monitor Applicant’s progress toward
this objective. Accordingly, on the basis of the above

HHI would increase by 139 points, from 1315 10 1454,

[n the Grays Harbor County market, thritts control 66.0
percent of the combined deposits of bank and thrilts. if thrift
institutions are included in the analysis at SO percent, Applicant is
the eleventh largest of 12 depository organizations, with approxi-
mately 2.7 percent of market deposits, Rainier is the largest
depasitory organization in the market, with approximately 19.1
percent of deposits. Upon consummation, Applicant would be-
come the largest depository organization in the market and
controt approximately 21.8 percent of deposits in the market. The
HHI would increase by 103 points, from 1269 to 1372,

15. See e, Chase Manhatean Corporation, 70 FEpiegat RESERVE
Burikrin 529 (1984); NONRB Corporation, 69 FrEpeRral, RESERVE
Burrerin 49 (1983),

16. Capital Adequacy Guidehines, 50 Federal Register 16,057,
16,066--67 (April 24, 1985) (71 Froprral Reserve Burrerin 445
(1985)), National City Corporation, 70 Fiperar. Reserve BULEETIN
743, 746 (1984).

considerations, the Board concludes that financial
factors are consistent with approval ot the application.
Managerial factors also are consistent with approval.

In considering the convenience and needs of the
communities to be served, the Board has taken into
account the records of Applicant and Rainicer under the
Community Reinvestment Act (“"CRA™), 12 U.S.C.
§ 2901 er seq.'” The Board has received comments
from the South End Scattle Community Organization
(" SESCO), Scattle, Washington, regarding the CRA
records of Applicant and Rainier.™ In an attempt to
resolve the concerns raised by the protest, Applicant
and Rainier have met with SESCO to discuss the
issues raised by SESCQ.

SESCO’s comments are similar to comments filed
by SESCO in connection with Rainier’s applications to
acquire Mount Hood Sccurity Bank, Gresham, Ore-
gon (now Rainicr Bank Oregon, N.A., Portland, Ore-
gon), and United Bank, A Savings Bank, Tacoma,
Washington."” SESCO’s basic asscrtion is that Rainier
is not meeting the credit needs of the South End
ncighborhood of Scattle, Washington. The Board has
reviewed the record of Rainier in serving the credit
and deposit needs of the South End community of
Scattle. The Board’s analysis indicates that Rainier’s
record in lending to low- and moderate-income arcas
compares favorably to its record in other portions of
the Scattle MSA. In addition, in connection with the
Mount Hood application, Rainier made a number of
CRA-related commitments, and Rainier’s progress in
meeting these commitments is reasonable considering
the short period of time since they went into effect.
Further, Applicant has committed that SPC/RAB, as
successor (o Rainier, will abide by these commit-
ments.

The Board also notes that both Applicant and Rain-
icr have satistactory CRA records. Accordingly, based
on all the facts of record, the Board concludes that

17, The CRA requires the Board, in its evaluation of a bank holding
company application, to assess the record of an applicant in meeting
the credit needs of the entive community, including the low- and
moderate-income  neighborhoods, consistent with safe and sound
operation.

18, SESCO generally alleges: (1) the South End neighborhood of
Scattle, Washington, is a low- and moderate-income neighborhood;
(2} SESCO s an cffective community organization working for
reinvestment in the South Lind; (3) Rainier has a poor history of
lending in the South End; (4) Rainicr unrcasonably has refused to
work with SESCO to improve its South nd lending; and (5) Applicant
has a dobious commitment to community reinvestment, cspecially in
Washington,

19, Rainier Bancorporation (Mount Hood Sccurity Bank), 73 Iip-
ERAL RESERVE BUiLiTIN 55 (1987); Rainier Bancorporation (United
Bank), 73 FEDERAL RESERVE BULLETIN 216 (1987).
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convenience and needs considerations are consistent
with approval of the applications.?®

As indicated earlier, Applicant also has applied,
pursuant to section 4(c)(8), to acquire the nonbanking
subsidiaries of Rainier. Applicant operates nonbank-
ing subsidiaries that compete with Rainier in the
activities of residential and commercial mortgage
banking, commercial finance and factoring, automo-
bile floor finance and indirect leasing, consumer fi-
nance, manufactured housing finance, and equipment
leasing. The markets for these activities have numer-
ous competitors and are regional or national in scope.
Accordingly, the Board concludes that this proposal
will not have any significant adverse effect upon
competition in any relevant market.

There is no evidence in the record to indicate that
approval of this proposal would result in undue con-
centration of resources, decreased or unfair competi-
tion, conflicts of interests, unsound banking practices,
or other adverse effects on the public interest. Accord-
ingly, the Board has determined that the balance of
public interest factors it must consider under section
4(c)(8) of the Act is favorable and consistent with
approval of the applications to acquire Company’s
nonbanking subsidiaries and activities.

The Board also has considered the notice of Appli-
cant’s proposed investment in Rainier International
Trading Company under section 4(c)(14) of the Act
and the acquisition of control of Rainier International
Bank and Rainier Bank International under the Edge
Act. Based on the facts of record, the Board has
determined that disapproval of the proposed invest-
ments is not warranted.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be,
and hereby are, approved. The acquisition of Rainier
shall not be consummated before the thirtieth calendar
day following the effective date of this Order, or later
than three months after the effective date of this
Order, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank of San
Francisco, acting pursuant to delegated authority. The
determinations as to Applicant’s nonbanking activities
are subject to all of the conditions contained in Regula-
tion Y, including those in sections 225.4(d) and
225.23(b)(3) (12 C.F.R. 88§ 225.4(d) and 225.23(b)(3)),
and to the Board’s authority to require such modifica-

to enable SESCO and other interested persons to present evidence
substantiating its allegations. Although section 3(b) of the Act does
not require a formal hearing in this instance, the Board may, in any
case, order an informal or formal hearing. In light of the commitment
made by Applicant and other facts of record, the Board has deter-
mined that a hearing would serve no useful purpose. Accordingly,
SESCO's request for a public hearing is denied.

tion or termination of the activitics of a holding
company or any of its subsidiaries as the Board finds
necessary to assurc compliance with the provisions
and purposes of the Act and the Board’s regulations
and orders issued thereunder, or to prevent evasion
thereof.

By order of the Board of Governors, effective
July 20, 1987.

Voting for this action: Vice Chairman Johnson and Gover-
nors Seger, Angell, Heller, and Kelley. Absent and not
voting: Chairman Volcker.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

The Sumitomo Trust & Banking Co., Ltd.
Osaka, Japan

Order Approving Formation of a Bank Holding
Company and a Nonbanking Joint Venture

The Sumitomo Trust & Banking Co., Ltd., Osaka,
Japan has applied for the Board’s approval under
section 3(a)(1) of the Bank Holding Company Act
(12 U.S.C. § 1842(a)1)) ("‘BHC Act”) to become a
bank holding company by acquiring all of the voting
shares of Sumitomo Trust & Banking Co. (U.S.A))
(**‘Bank”’), New York, New York, a de novo bank.
Applicant also has applied for the Board’s approval,
pursuant to section 4(c)(8) of the BHC Act (12 U.S.C.
§ 1843(c)8)) and section 225.23(a) of the Board's
Regulation Y (12 C.F.R. § 225.23(a)), to engage in
investment advisory activities that are permissible for
bank holding companies under section 225.25(b)(4) of
Regulation Y (12 C.F.R. § 225.25(b)(4)) through a joint
venture between Applicant and Security Pacific Cor-
poration (‘“‘Security Pacific’’), Los Angeles, Califor-
nia. Applicant and Security Pacific would each acquire
50 percent of the voting shares of Sumitrust Security
Pacific Investment Managers, Inc. (‘“Company”’’), Los
Angeles, California, a de novo corporation serving
customers throughout the United States and Japan.
Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the BHC
Act. 51 Federal Register 28,982, 32,962 (1986). The
time for filing comments has expired, and the Board
has considered the applications and all comments
received in light of the factors set forth in section 3(c)
as well as the considerations specified in section 4(c)
of the BHC Act (12 U.S.C. §§ 1842(c) and 1843(c)).
Applicant, with total assets of approximately $113.6
billion, is the 22nd largest bank world-wide and the
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second largest trust company in Japan.' Applicant
engages in a variety of banking and trust activitics on a
world-wide basis. Applicant operates a branch in New
York and an agency in Los Angeles, which have total
asscts of $5.6 billion and $1.2 billion, respectively.
Applicant has selected New York as its home state
under  the  Board’s  Regulation K (12 C.F.R.
§ 211.22(b)).

Bank will serve the Metropolitan New York-New
Jersey banking market? and will seek business primari-
ly from domestic corporate and public sector custom-
ers with emphasis on specialized lending, fiduciary
and other banking services not currently provided by
Applicant’s existing New York branch or Los Angeles
agency. Based upon the facts of record, including the
de novo status of Bank, the Board concludes that the
proposed transaction would have no adverse effects on
competition, Accordingly, competitive considerations
arc consistent with approval.

Section 3(c) of the Act requires the Board in every
casce to consider the financial resources of an applicant
organization and the bank or bank holding company to
be acquired. The Board previously has stated that it
believes that the principles of national treatment and
competitive ¢quity require, in general, that foreign
banks sceking to establish or acquire banking organi-
zations in the United States mect the same general
standards of strength, experience and reputation as are
required of domestic banking organizations and that
foreign banks be able to serve on a continuing basis as
a source of strength to their banking operations in the
United States.’ The Board is also awarce that foreign
banks operate outside the United States in accordance
with different regulatory and supervisory require-
ments, accounting principles, asset quality standards,
and banking practices and traditions, and that these
differences make it difficult to compare the capital
positions of domestic and foreign banks.

The appropriate balancing of these concerns raises a
number of complex issues which the Board believes

. Banking data are as of March 31, 1987, based on the dollar/yen
cxchange rate as of that date. Applicant’s market rank is as of
December 31, 1985,

2. The Metropolitan New York-New Jersey market is defined to
include New York City and Long Island, New York; Putnam, Orange,
Westchester, Rockland and Sullivan Countics in New York: Bergen,
Essex, Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean,
Passaic, Somerset, Sussex, Union and Warren Counties in New
Jersey; and portions of Fairficld County in Connecticut.

3. See, Liubljanska Banka-Associated Bank, 72 FEDERAL RESERVE
BULLETIN 489 (1986); The Mitsubishi Trust and Banking Corporation,
72 FrberRAL Ruserve Bur LN 256 (1986); The Industrial Bank of
Japan, Ltd., 72 FEDERAL RESERVE BULLETIN 71 (1986); The Mitsubi-
shi Bank, Limited, 70 FEDERAL RESERVE BULLETIN 518 (1984). See
also Policy Statement on Supervision and Regulation of Foreign-
Based Bank Holding Companies, Federal Reserve Regulatory Service
€4-83S (1979).

require carctul consideration and which the Board
continues to have under review. In this regard, the
Board recently has announced a proposal to supple-
ment its consideration of capital adequacy with a risk-
based system that is simultancously being proposed by
the Bank of England and the other domestic federal
banking agencics. 52 Federal Register 9,304 (1987).
The Board considers this proposal an important step
toward a more consistent and equitable international
norm for assessing capital adequacy. While the Board
will continue to apply a case-by-case approach during
the pendency of discussions regarding this proposal,
once such a system is adopted applications by foreign
banks secking to make acquisitions in the United
States would be judged in the context of such guide-
lines.,

[n the present instance, the primary capital ratio of
Applicant, as publicly reported, is well below the
Board’s capital adequacy guidelines.® In similar cases,
the Board has considered mitigating factors, including
adjustments to an applicant’s capital to reflect differ-
ences in accounting and regulatory practices. After
certain adjustments to account for Japanese banking
and accounting practices, including consideration of a
modest portion of the unrealized appreciation in Appli-
cunt’s portfolio of equity sccurities (after taking into
account possible fluctuations in valuation and the
effects of taxation), Applicant’s capital ratio more
ncarly approximates U.S. standards. The Board also
has considered additional factors that mitigate its
concern. The Board has placed considerable emphasis
on the fact that Applicant will establish Bank de novo,
and that Bank will be strongly capitalized and small in
relationship to Applicant. The Board notes further that
Applicant is in compliance with the capital and other
financial requirements of Japanesce banking organiza-
tions, and that Applicant has given the Board certain
assurances regarding its capital.

The Board expects that Applicant will maintain
Bank as among the more strongly capitalized banking
organizations of comparable size in the United States.
Basced on these and other facts of record, including
certain commitments made by Applicant, the Board
concludes that financial and managerial factors are
consistent with approval of this application to acquire
Bank. Considerations relating (o the convenience and
needs of the communitics to be served are also consis-
tent with approval.

Applicant also has applied under section 4(c)(8) of
the Act to engage through Company, a joint venture
subsidiary of Applicant and Security Pacific, in certain

4. Capital Adequacy Guidelines, S0 Federal Register 16,057 (1985),
71 FepERAL RESERVE BULLETIN 445 (1985).
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investment advisory nonbanking activities which the
Board previously has approved for bank holding com-
panies under Regulation Y. Initially, Applicant pro-
poses to provide through Company investment advice
to Japan-based and United States-based investment
advisors, including Applicant and a subsidiary of Se-
curity Pacific, Security Pacific Investment Managers,
Inc. (*‘SPIM’"),5 regarding investments in United
States and Japanese debt and equity securities. Appli-
cant expects that United States and Japanese pension
funds initially will be the primary recipients of Compa-
ny’s services. In the future, Company may provide
users its investment advice directly. ‘The Board previ-
ously has determined that the proposed nonbanking
activity is closely related and a proper incident to
banking under section 4(c)(8) in deciding to add it to
the list of activities permissible for bank holding
companies under section 225.25(b)(4) of Regulation Y
(12 C.F.R. § 225.25(b)(4)).

Section 4(c)8) requires the Board to consider
whether the Applicant’s performance of the proposed
activities through Sumitrust would result in benefits to
the public, such as greater convenience, increased
competition, or gains in efficicncy, that outweigh
possible adverse effects, such as undue concentration
of resources, decreased or unfair competition, con-
flicts of interest, or unsound banking practices. In its
analysis of the public benefits and possible adverse
effects of this proposal, the Board has taken into
consideration the fact that Applicant would engage in
the proposed activity through a joint venture. Prior
decisions of the Board indicate a concern that joint
ventures not lead to a matrix of relationships between
co-venturers which could erode the legally mandated
separation of banking and commerce through a min-
gling of permissible and impermissible activities, lead
to conflicts of interest, result in an undue concentra-
tion of resources, or compromise the impartiality of a
banking organization in the performance of credit
evaluation or fiduciary services.®

Applicant states that the purpose of its proposed
joint venture with Security Pacific is to allow the
parties to offer a broader range of investment options
to their respective customers that neither joint ventur-
er could provide alone. Applicant operates and man-
ages funds entrusted by a large number of pension

5. SPIM, an investment advisor registered under the Investment
Company Act of 1940, offers investment advisory services to institu-
tional customers.

6. See, e.g., Independent Bankers Financial Corporation, 71 FED-
ERAL RESERVE BULLETIN 651, 653 (1985); The Maybaco Company
and Equitable Buncorporation, 69 FEDERAL RESERVE BULLETIN 375,
377 (1983), and Deutsche Bank AG, 67 FEDERAL RESERVE BULLETIN
449, 451 (1981).

funds in Japan, but does not currently offer investment
advisory services in the United States. Similarly,
Security Pacific has substantial experience in provid-
ing investment advice to U.S. investors regarding U. S,
securities, but believes that entry by a U.S. investor
into the Japanesce market would be facilitated by the
assistance of a Japanesc partner. By establishing Com-
pany, Applicant and Security Pacific will be able to
draw upon the investment expertise of each joint
venture partner as to securities traded in their respec-
tive countries. The proposed joint venture will allow
Applicant and Security Pacific to expand advisory
services to, and broaden the investment options of,
their United States and Japanese institutional custom-
ers. Accordingly, the Board finds that the proposed
joint venture may be cxpected to produce public
benefits in the form of greater convenience to custom-
ers and increased cfficiency in the provision of invest-
ment advisory services.

The Board finds no evidence in the record that the
proposcd joint venture would lead Applicant into
impermissible nonbanking activitics. Both joint ven-
turers in this case are banking organizations subject to
the requirements of section 4 of the BHC Act with
respect to this proposal. Moreover, Applicant and
Security Pacific will each control 50 percent of the
voting shares of Company so that no change in Com-
pany’s activities may be effected without the consent
of both co-venturers.

The Board also has considered the possible adverse
effects upon existing or potential competition as a
result of this proposal. The Board notes that the
likelihood of such effects is substantially mitigated by
the following factors. First, the market for investment
advice is highly competitive. Numerous banks, bank
holding companies, investment banking firms and oth-
ers provide this service. In addition, Applicant cur-
rently does not engage in investment advisory activity
in the United States and Company is being organized
de novo. The Board therefore finds that consummation
of this proposal would not have a significant adverse
effect on either existing or potential competition in any
relevant market.

There is no evidence that the proposed joint venture
involving Sumitrust would result in unfair competi-
tion, unsound banking practices, conflicts of interest,
or undue concentration of resources. In this regard,
the Board notes that the provision of investment
advice as permitted under section 225.25(b)(4)(iii) of
Regulation Y is subject to fiduciary standards and the
anti-tying provisions of the BHC Act (12 U.S.C.
§8 1971 and 1972(1)), which the Board belicves sub-
stantially address the possibility of conflicts of interest
or anti-competitive effects that could arise from Appli-
cant’s proposal.
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Bascd on the foregoing and other facts of record, the
Bourd has determined that the balance of public inter-
est factors it must consider under section 4(¢)(8) of the
Act is favorable. ‘The Board also has determined that
considerations relating to the convenience and needs
of the community to be served are consistent with
approval.

Accordingly, the Board has determined that the
applications under sections 3 and 4 of the Act should
be, and hereby are, approved. The proposed acquisi-
tion of Bank shall not be consummated before the
thirticth calendar day following the effective date of
this Order. The proposal shall not be consummated
later than three months after the effective date of this
Order, unless such period 1s extended for good cause
by the Board or by the Federal Reserve Bank of New
York, pursuant to delegated authority. The determina-
tion as to Applicant’s nonbanking activitics is subject
to the conditions sct forth in scection 225.25(b)(4) of
Regulation Y (12 C.F.R. §225.22(b)4)), and the
Board’s authority to require such modification or
termination of’ the activities ol a holding company or
any ol its subsidiarics as the Board finds necessary to
assure compliance with the provisions and purposcs of’
the Act and the Board’s regulations and orders issued
therecunder, or to prevent evasion thereof.

By order of the Board of Governors, efiective
July (6, 1987,

Voting for this action: Chairman Volcker and Governors
Johnson, Angell, Heller, and Kelley. Voting against this
action: Governor Seger.

Jamiis MCAREE

{stAr] Associate Secretary of the Board

Dissenting Statement of Governor Seger

I dissent from the Board’s action in this case. | believe
that foreign banking organizations whosc publicly re-
ported capital is well below the Board's capital guide-
lines for U.S. banking organizations have an unfair
competitive advantage in the United States over do-
mestic banking organizations and should therefore be
Judged against the same financial and managerial stan-
dards, including the Board's capital adequacy guide-
lines, as are applicd to domestic banking organiza-
tons.

In addition, I am concerned that while this applica-
tion would permit a lurge Japanese banking organiza-
tion to acquire a bank in the U.S., U.S. banking
organizations are not permitted to make comparable
acquisitions in Japan. While some progress is being
madc in opening Japanese markets to U.S. banking
organizations, U.S. banking organizations and other

financial institutions, in my opinion, arc still far from
being afforded the full opportunity to compete in
Japan.

July 17, 1987

lorrata:

Hartford National Corporation
Hartford, Connecticut

The following order which appeared on page 661 of the
August 1987 Burierin was incorrectly printed. The
corrected order is reprinted below.,

Hartford National Corporation, Hartford, Connecti-
cut, a bank holding company within the meaning of the
Bank Holding Company Act (“Act’™), 12 U.S.C.
§ 1841 ¢t seq., has applicd for the Board's approval
under  section  3(a)3) of the Act (12 U.S.C.
§ 1842(a)(3)) to acquire the successor to the Savings
and Loan Association of Southington, Southington,
Connecticut (**Southington’),

Notice of the application, affording interested per-
SONS an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act, 52
Federal Register 7,487 (1987). The time for filing
comments has expired, and the Board has considered
the application and all comments received in light of
the factors set forth in section 3(¢) of the Act.

Southington is a state chartered, stock savings and
loan association, the accounts of which are insured by
the Federal Savings and [.oan Insurance Corporation
(“*USLIC™). Applicant proposes to merge Southington
with and into a de novo subsidiary of Applicant, State
Savings Bank (In Organization) (“'Bank’), a statc
stock savings bank the accounts of which would be
insured by the Federal Deposit Insurance Corporation
CIrDpIreT).

Since Bank, at the time of acquisition by Applicant,
will be a state chartered bank that accepts demand
deposits and makes commercial loans, Bank is a
“bunk’” for purposes of the Act, and Applicant proper-
ly has applicd to acquire Bank under section 3 of the
Act. which governs the acquisition of banks by bank
holding companies.

Applicant, with deposits of $7 billion, is the second
largest commercial banking organization in Connecti-
cut, controlling 25.8 percent of the total deposits in
commercial banks in the state.' After the merger of
Southington into Bank, Bank will control deposits of
$76.7 million, representing less than | percent of the
total deposits in commercial banking organizations in
the state.” Upon consummation of this proposal, Ap-

1. State deposit data are as of December 31, 1986,
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plicant will continue to be the second largest commer-
cial banking organization in Connecticut, with no
significant change In its market share or deposit size.
Consummation of this proposal therefore would not
have any significant adverse effect upon the concen-
tration of banking resources in the state.

Bank is located in the Hartford banking market,
where Applicant also competes.® In the Hartford
banking market, Applicant is the sccond largest of 17
commercial banking organizations, controlling depos-

its of $2.5 billion, which represents 35.8 percent of

total deposits in commercial banks in the market.®
Following the proposed merger, Bank will be the [3th
largest of 18 commercial banking organizations in
Hartford, controlling deposits of $48.5 million, repre-
senting less than 1 percent of the market share.
Following acquisition of Bank, Applicant would re-
main the second largest commercial banking organiza-
tion in the Hartford banking market, controlling 36.5
percent of the market’s total commercial bank depos-
its. The Herfindahl-Hirschman Index (“HHI)
would increase by only 8 points to 3079. Consumma-
tion of this proposal therefore is unlikely to substan-
ually tessen competition in the Hartford banking mar-
ket.

Based upon a review of all facts of record, the Board
has determined that the financial and managerial re-
sources of Applicant, its subsidiary banks and Bank
are consistent with approval. Considerations relating
to the convenience and needs of the communities to be
served also are consistent with approval of this pro-
posal.

The Board notes that this application involves the
acquisition of a bank that results from the merger of a
non-failing, FSLIC-insured state savings and loan as-
sociation into an FDIC-insured state savings bank.

2. Deposit data for Bank are calculated on a commercial banks only
basis, based on financial information reported prior to Bank's conver-
sion.

3. The Hartford banking market is approximated by the Hartford
Rand McNally Area (*‘RMA’’), minus the Windham County township
of Windham and the Tolland County township of Mansficld, plus the
Windham County township of Ashford, the Hartford County township
of Hartland, the Tolland County township of Union, and the remain-
ing portions of Plymouth and East Haddam not already included in the
RMA.

4. Market data are as of June 30, 1985,

5. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HHI
by morc than 50 points unless other factors indicate that the merger

The acquisition proposcd here, however, does not fall
within the scope of the Board’s policy and rulings
regarding acquisitions of thrift institutions under sec-
tion 4 of the Acte or the provisions of the 1982 Garn-St
Germain Depository Institution Act regarding acquisi-
tions ol thrift institutions. Upon its acquisition by
Applicant, Bank will accept demand deposits and
engage in commercial lending, and will be subject to all
the banking standards of the Act.

In addition, the Board cxpects that Applicant will
comply with all state and federal requirements neces-
sary for consummation of the acquisition, and the
Board’s approval of this application under the Act is
not intended to preempt any such requirements.” The
Board has previously stated that its approval of trans-
actions under section 3 of the Act does not relieve an
applicant or the bank involved of the responsibility to
obtain approval under other federal or state laws and
regulations and doces not shicld an applicant {rom the
consequences of violations of other laws.®

Based on the foregoing and other facts ol record, the
Board has determined that the application should be,
and hereby is, approved. This transaction shall not be
consummated before the thirtieth day following the
ciffective date of this Order, or later than three months
after the cffective date of this Order, unless such
period is extended for good cause by the Board or by
the Federal Reserve Bank of Boston, acting pursuant
to delegated authority.

By order of the Board of Governors, cllective
June 1, 1987.

Voting for this action: Chairman Volcker and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

will not substantially lessen competition. The Department of Justice
has informed the Board that a bank merger or acquisition generally
will not be challenged (in the absence of other facts indicating an
anticompetitive effect) unless the post-merger HHI is at least 1800 and
the merger increases the HHI by at least 200 points.

6. D H. Baldwin Company, 63 Feprral ReservBuLieTin 280
(197.

7. The Board may not approve an application that would result in a
violation of federal or state law. Whitney National Bank v. Bank of
New Orleans, 379 U,S. 411 (1964).

8. The One Bancorp, 73 FEDERAL Resirve Bunrerin 5§, 135
(1987). SafraCorp, 73 FEDERAL RESERVE BUnLieTiN 137 (1987);
Comerica Incorporated (Order dated May 4, 1987).
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ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

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

request to the Reserve Banks.

Section 3

Applicant

Adairsville Bancshares, Inc.
Adairsville, Georgia

Alvarado Bankshares, Inc.
Alvarado, Texas

American Bancorporation
Wheeling, West Virginia

Asia Bancshares, Inc.
Flushing, New York

Baron 11 Bancshares, Inc.
White Bear Lake, Minnesota

BayBanks, Inc.
Boston, Massachusetts

Bellbrook Bancorp, Inc.
Bellbrook, Ohio

Boatmen's Bancshares, Inc.
St. Louis, Missouri

Brazos Bancshares, Inc.
Joshua, Texas

Brown Deer Bank Profit Sharing

Plan

Brown Decer, Wisconsin
Camino Real Bancshares, Inc.

Carrizo Springs, Texas

CapitalBanc Corporation

New York, New York
Cenvest, Inc.

Meriden, Connecticut
Citizens Equity Corporation

Weatherford, Texas

CommerceBancorp
Newport Beach, California
Commonwealth Bancshares
Corporation
Williamsport, Pennsylvania
CoreStates Financial Corp.
Philadelphia, Pennsylvania

Bank(s)

Bank of Adairsville
Adairsville, Georgia
Alvarado National Bank
Alvarado, Texas
Citizens National Bank Flushing
-— St. Clairsville
St. Clairsville, Ohio
Asia Bank, N.A.
Flushing, New York
Security State Bank of Deer
Creck
Deer Creek, Minnesota
BayBank Connecticut, National
Association
FFarmington, Connecticut
The Bellbrook Community Bank
Bellbrook, Ohio
Boatment’s Bank of Dcelaware
New Castle, Delaware
‘The First National Bank in
Joshua
Joshua, Texas
Capital One Corp.
Brown Decr, Wisconsin

I'rio National Bank
Pearsall, Texas
Capital National Bank
New York, New York
The Central Bank for Savings
Meriden, Connecticut
The Citizens National Bank of
Weatherford
Weatherford, Texas
CommerceBank
Newport Beach, California
Liberty State Bank
Mount Carmel Pennsylvania

The Motitgomery National Bank
Rocky Hill, New Jersey

Reserve
Bank

Atlanta
Dallas

Cleveland

New York

Minneapolis

Boston

Cleveland
St. Louis

Dallas

Chicago

Dallas
New York
Boston

Dallas

San Francisco

Philadelphia

Philadelphia

Etfective
date

July 20, 1987
July 20, 1987

July 8, 1987

June 26, 1987

July 27, 1987

July 15, 1987

July 2, 1987
July 24, 1987

July 17, 1987

July 7, 1987

July 21, 1987
July 15, 1987
July 17, 1987

July 20, 1987

June 25, 1987

July 9, 1987

July 9, 1987
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Section 3—Continued

Applicant

Credit and Commerce American
Holdings, N.V.
Curacao, Netherlands Antilles

Credit and Commerce American
Investment, B.V.
Amsterdam, Netherlands

First American Corporation
Washington, D.C.

First American Bankshares, Inc.
Washington, D.C.

Crews Banking Corporation
Wauchula, Florida

EMF Corporation
Blue Grass, lowa

Farmers Bancorp, Inc. of
Marion, Kentucky
Marion, Kentucky

Fillmore County Bancshares,
Inc.
Canton, Minnesota

First Capital Corporation
Jackson, Mississippi

First Citizens BancStock, Inc.
Morgan City, Louisiana

FirstMorrill Co.
Omabha, Nebraska

First Northwest Bancshares,
Inc.
Kenton, Tennessee

Ist Source Corporation
South Bend, Indiana

First South Bancshares, Inc.
Morgan City, Louisiana

First Virginia Banks, Inc.
Falls Church, Virginia

Greenfield Bancshares, Inc.
Greenfield, Tennessee

Mini Community Bancorp, Inc.
Springfield, Tennessee

Jefferson Bancorp, Inc.
Miami Beach, Florida

K.ey Pacific Bancorp
Anchorage, Alaska

Lockwood Banc Group, Inc.
Houston, Texas

Bank(s)

NBG Financial Corporation
Atlanta, Georgia

Charlotte State Bank
Port Charlotte, Florida

Blue Grass Savings Bank
Blue Grass, lowa

Farmers Bank and Trust
Company of Marion, Kentucky
Marion, Kentucky

Canton State Bank
Canton, Minnesota

Gateway Capital Corporation
Jackson, Mississippi

The First National Bank in St.
Mary Parish
Morgan City, Louisiana

First National Bank in Morrill
Morrill, Nebraska

First State Bank
Kenton, Tennessee

The Hamlet State Bank
Hamlet, Indiana
Morgan City Bank & Trust
Company
Morgan City, Louisiana
United Bancorp of Maryland,
Inc.
Upper Marlboro, Maryland
Greenfield Banking Company
Greenfield, Tennessee
Banc Shares, Inc.
Greenview, Illinois
Broward Bancorp
Lauderdale Lakes, Florida
First NorthWest Bancorporation
Seattle, Washington
Lockwood National Bank of
Houston
Houston, Texas

Reserve
Bank

Richmond

Atlanta
Chicago

St. Louis
Minneapolis

Atlanta

Atlanta

Kansas City

St. Louis

Chicago

Atlanta
Richmond

St. Louis
Chicago
Atlanta
New York

Dallas

Effective

date

; WJune‘ 26,1¥987¥

July 29, 1987
June 25, 1987

July 17, 1987

July 15, 1987

July 28, 1987

July 23, 1987

June 26, 1987

July 21, 1987

July 15, 1987

July 10, 1987

July 16, 1987

July 3, 1987

June 30, 1987
July 10, 1987
June 26, 1987

July 1, 1987
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Section 3—Continued

Applicant

Magna Group, Inc.
Belleville, 1llinois
FGB Acquisition Company
Belleville, [llinois
Mountain Bank System, Inc.
Whitefish, Montana
New Hampshire Savings Bank
Corp.
Concord, New Hampshire
North Star Holding Company,
Inc.
Jamestown, North Dakota
Northern Plains Investment,
Inc.
Jamestown, North Dakota
Pcoples Bancorporation
Rocky Mount, North Carolina
Peoples First Corporation
Paducah, Kentucky
Sccurity Bancorp of Tennessee,
Inc.
Halls, Tennessee
Southlake Bancshares, Inc.
Southlake, Texas
Susquehanna Bancshares, Inc.
Lititz, Pennsylvania
Tara Bankshares Corporation
Riverdale, Georgia
United Valley Financial
Lemoore, California
Wonder Bancorp, Inc.
Wonder Lake, lllinois

Section 4
Applicant

Midwest Commerce
Corporation
Elkhart, Indiana

Montana Bancsystem, Inc.
Billings, Montana

Security Pacific Corporation
L.os Angeles, California

Bank(s)

First Granite Bancorporation,
[nc.
Granite City, Illinois

Valley Bank of Belgrade
Belgrade, Montana

Seashore Bank Shares, [nc.
Seabrook, New Hampshire

Stutsman County State Bank
Jamestown, North Dakota

North Star Holding Company,
Inc.
Jamestown, North Dakota
Citizens National Bank
Winston-Salem, North Carolina
First National Bank of La Center
[La Center, Kentucky
Bank of Crockett
Bells, Tennessee

Texas National Bank
Southlake, Texas

Spring Grove National Bank
Spring Grove, Pennsylvania

Tara State Bank
Riverdale, Georgia

Farmers State Bank
Farmersville, California

Wonder Lake State Bank
Wonder L.ake, [llinois

Nonbanking
Company/Activity

Independent Leasing Services,
Inc.
Indianapolis, Indiana
general insurance activities

Sumitrust Scecurity Pacific
Investment Managers, Inc.
LLos Angeles, California
investment advisory activities

Reserve
Bank

St. Louis

Minncapolis

Boston
Minneapolis
Minneapolis

Richmond
St. Louis

St. Louis

Dallas
Philadelphia
Atlanta

San Francisco

Chicago

Reserve
Bank

Chicago

Minneapolis

San Francisco

Effective
date

July 21, 1987

July 9, 1987

July 24, 1987
July 16, 1987
July 16, 1987

July 17, 1987
July 14, 1987

July 13, 1987

July 7, 1987
July t, 1987
June 29, 1987
June 25, 1987

July 10, 1987

Effective
date

Tuly 7, 1987

July 24, 1987

July 20, 1987
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Section 4—Continued

Applicant
Signet Banking Corporation
Richmond, Virginia
Standard Chartered PLC
London, England
Standard Chartered Bank
L.ondon, England
Standard Chartered Overseas
Holdings, Limited
London, England
Standard Chartered Inc.
Los Angeles, California
Union Bancorp
Los Angeles, California
Valley Bancorporation
Appleton, Wisconsin

Sections 3 and 4

Albany, New York

Valley Bancorporation
Appleton, Wisconsin

Nonbanking
Company/Activity

Ford Brothers Finance Co., Inc.
Mount Rainier, Maryland

Union Bancsystems, Inc.
Sherman Oaks, California

management consulting and data
processing

Valley Systems, Inc.
Appleton, Wisconsin
data processing activities

Bank(s)/Nonbanking
Company

Key Bancshares of New York,
Inc.
Albany, New York

Key Bancshares of Maine, Inc.
Augusta, Maine

Community Banks, Inc.
Middleton, Wisconsin

CBI Trust and Financial Services,
Inc.
Madison, Wisconsin

ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Applicant

First of America Bank—Central
Lansing, Michigan

First of America Bank—Central,
Lansing, Michigan

Firé? ot:An;erlca Barﬁk;Crﬂ;;rl:)itew
Charlotte, Michigan

First of America Bank—Grand Ledge,

Grand Ledge, Michigan

Reserve Effective
Bank date
Richmond  July 29, 1987

San Francisco  June 25, 1987

Chicago July 3, 1987
Reserve Effective
Bank date
New York  June 26, 1987
Chicago July 16, 1987
Reserve Effective
Bank Date
Chicago July 15, 1987

Chicago July 185, 1987
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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 parry.

Nuational Association of Casualty & Insurance Agents
v. Bourd of Governors, Nos, 87-1354, 87-1355 (D.C.
Cir. filed July 29, 1987).

Air Continental, Inc. v. Federal Reserve Board of

Boston, et. al., No. 87-1877-N (D. Massachusetts
filed July 23, 1987).

The Chase Manhattan Corporation v, Board of Gover-
nors, No. 87-1333 (D.C. Cir. filed July 20, 1987),
Securities Industry Association v. Board of Gover-
nors, Nos. 87-4091, 87-4093, 87-4095 (2d Cir. filed

July | and July 15, 1987).

Lewis v. Board of Governors, No. 87-3455 (11th Cir.
filed June 25, 1987).

Securities Industry Association v. Board of Gover-
nors, et al. No. 87-4041 and consolidated cases (2d
Cir., filed May 1, 1987).

Securities Industry Association v. Board of Gover-
nors, et al., No. 87-1169 (D.C. Cir., filed April 17,
1987).

Jones v. Volcker, No. 87-0427 (D.D.C., tiled Feb. 19,
1987).

Bankers Trust New York Corp. v. Board of Governors,
No. 87-1035 (D.C. Cir., filed Jan. 23, 1987).

Securities Industry Association v. Board of Gover-
nors, ¢t al., No. 87-1030 (D.C.Cir., filed Jan. 20,
1987).

Grimm v. Bouard of Governors, No. 87-4006 (2d Cir.,
filed Jan. 16, 1987).

Independent Insurance Agents of America, et al. v.
Board of Governors, Nos. 86-1572, 1573, 1576
(D.C. Cir., filed Oct. 24, 1986).

Independent Community Bankers Association of
14

South Dakota v. Board of Governors, No. 86-5373
(8th Cir., filed Oct. 3, 1986).

Jenkins v. Board of Governors, No. 86-1419 (D.C.
Cir., filed July 18, 1986).

Securities Industry Association v. Board of Gover-
nors, No. 86-1412 (D.C. Cir., filed July 14, 1986).

Optical Coating Laboratory, Inc. v. United States,
No. 288-86C (U.S. Claims Ct., filed May 6, 1986).

CBC, Inc. v. Board of Governors, No. 86—~1001 (10th
Cir., filed Jan. 2, 1986).

Myers, et al. v. Federal Reserve Board, No. 85-1427
(D. Idaho, filed Nov. 18, 1985).

Souser, et al. v. Volcker, ¢t al., No. 85-C-2370, et al.
(D. Colo., filed Nov. I, 1985).

Podolak v. Volcker, No. C85-0456, ¢t al. (D. Wyo.,
filed Oct. 28, 1985).

Kolb v. Wilkinson, et al., No. C85-4184 (N.D. Iowa,
filed Oct. 22, 1985).

Farmer v. Wilkinson, et al., No. 4—85-CIVIL.-1448 (.
Minn., filed Oct. 21, 1985).

Kurkowski v. Wilkinson, et al., No. CV-85-0-916 (D.
Neb., filed Oct. 16, 1985).

Alfson v. Wilkinson, et al., No. A1-85-267 (D. N.D.,
filed Oct. 8, 1985).

Independent Community Bankers Associaton of South
Dakota v. Board of Governors, No. 84—1496 (D.C.
Cir., filed Aug. 7, 1985).

Urwyler, et al. v. Internal Revenue Service, et al., No.
85-2877 (Yth Cir., filed July 18, 1985).

Wight, et al. v. Internal Revenue Service, et al., No.
85-2826 (9th Cir., filed July 12, 1985).

Florida Bankers Association v. Board of Governors,
No. 84-3883 and No. 84-3884 (11th Cir., filed Feb.
15, 1985).

Florida Department of Banking v. Board of Gover-
nors, No. 84-3831 (11th Cir., filed Feb. 15, 1985),
and No. 84-3832 (11th Cir., filed Feb. 15, 1985).

Lewis v. Volcker, et al., No. 86-3210 (6th Cir., filed
Jan. 14, 1985).

Brown v, United States Congress, et ul., No. 84-2887-
6(1G) (8.D. Cal., filed Dec. 7, 1984).

Melcher v. Federal Open Market Committee, No. 84—
1335 (D.D.C., filed Apr. 30, 1984).
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Membership of the Board of Governors
of the Federal Reserve System, 1913-87

APPOINTIVE MEMBERS!

Federal Reserve Date of initial

Other dates and information relating

Name District oath of office to membership?

Charles S. Hamlin........... Boston................ Aug. 10, 1914 Reappointed in 1916 and 1926. Served until
Feb. 3, 1936.}

Paul M. Warburg............ New York ...........o.ols do....ooenns Term expired Aug. 9, 1918.

Frederic A. Delano ......... Chicago ......coooeviennis do....oonn. Resigned July 21, 1918.

W.P.G. Harding ............. Atlanta ... do.......... Term expired Aug. 9, 1922.

Adolph C. Miller ............ San Francisco ............ do.......... Reappointed in 1924, Reappointed in 1934
from the Richmond District. Served until
Feb. 3, 1936.}

Albert Strauss................ New York ........... Oct. 26, 1918 Resigned Mar. 15, 1920.

Henry A. Moehlenpah ..... Chicago............... Nov. 10, 1919 Term expired Aug. 9, 1920.

Edmund Platt................. New York ........... June 8, 1920 Reappointed in 1928. Resigned Sept. 14, 1930,

David C. Wills ............... Cleveland ............ Sept. 29, 1920 Term expired Mar. 4, 1921.

John R. Mitchell............. Minneapolis ......... May 12, 1921 Resigned May 12, 1923.

Milo D. Campbell........... Chicago............... Mar, 14, 1923 Died Mar. 22, 1923,

Daniel R. Crissinger ........ Cleveland ............ May 1, 1923 Resigned Sept. 15, 1927.

George R. James ............ St. Louis............. May 14, 1923 Reappointed in 1931. Served until
Feb. 3, 1936.#

Edward H. Cunningham...Chicago .................... do.......... Died Nov. 28, 1930.

Roy A. Young................ Minneapolis ......... Oct. 4, 1927 Resigned Aug. 31, 1930.

Eugene Meyer................ New York ........... Sept. 16, 1930 Resigned May 10, 1933,

Wayland W. Magee......... Kansas City......... May 18, 1931 Term expired Jan. 24, 1933,

Eugene R. Black............. Atlanta ............... May 19, 1933 Resigned Aug. 15, 1934,

M.S. Szymczak.............. Chicago............... June 14, 1933 Reappointed in 1936 and 1948. Resigned
May 31, 1961.

J.J. Thomas................... Kansas City............... do.......... Served until Feb. 10, 1936.3

Marriner S. Eccles.......... San Francisco ...... Nov. 18§, 1934 Reappointed in 1936, 1940, and 1944.
Resigned July 14, 1951.

Joseph A. Broderick........ New York ........... Feb. 3, 1936 Resigned Sept. 30, 1937.

John K. McKee.............. Cleveland .................. do.......... Served until Apr. 4, 1946.3

Ronald Ransom.............. Atlanta .................... do.......... Reappointed in 1942, Died Dec. 2, 1947.

Ralph W. Morrison ......... Dallas.........c....... Feb. 10, 1936 Resigned July 9, 1936.

Chester C. Davis ............ Richmond............ June 25, 1936 Reappointed in 1940. Resigned Apr. 15, 1941,

Ernest G. Draper............ New York ........... Mar. 30, 1938 Served unti]l Sept. 1, 1950.3

Rudolph M. Evans.......... Richmond............ Mar, 14, 1942 Served until Aug. 13, 19543

James K. Vardaman, Jr. ..St. Louis............. Apr. 4, 1946 Resigned Nov. 30, 1958.

Lawrence Clayton........... Boston................ Feb. 14, 1947 Died Dec. 4, 1949.

Thomas B. McCabe ........ Philadelphia......... Apr. 15, 1948 Resigned Mar. 31, 1951.

Edward L. Norton.......... Atlanta ............... Sept. 1, 1950 Resigned Jan. 31, 1952.

Oliver S. Powell ............. Minneapolis............... do.......... Resigned June 30, 1952.

Wm. McC. Martin, Jr. ..... New York ........... April 2, 1951 ReJappo3inted9’ilt(1) 1956. Term expired
an. 31, 1970.

AL Mills, Jro...oooooinin, San Francisco ...... Feb. 18, 1952 Reappointed in 1958. Resigned Feb. 28, 1965.

J.L. Robertson............... Kansas City............... do.......... Reappointed in 1964. Resigned Apr. 30, 1973.

C. Canby Balderston ....... Philadelphia.......... Aug. 12, 1954 Served through Feb. 28, 1966.

Paul E. Miller ................ Minneapolis.......... Aug. 13, 1954 Died Oct. 21, 1954,

Chas. N. Shepardson....... Dallas................. Mar. 17, 1955 Retired Apr. 30, 1967,

G.H. King, Jr. ..o Atlanta ............... Mar. 25, 1959 Reappointed in 1960. Resigned
Sept. 18, 1963.

George W. Mitchell......... Chicago............... Aug. 31, 1961 Reappointed in 1962. Served until

Feb. 13, 1976.7
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N: Federal Reserve Date of initial Other dates and information relating
ame i S e
District oath of office to membership?
J. Dewey Daane ............. Richmond............ Nov. 29, 1963 Served until Mar. 8, 1974,
Sherman J. Maiscel .......... San Francisco ...... Apr. 30, 1965 Served through May 31, (972.
Andrew F. Brimmer........ Philadelphia ., ........ Mar. 9, 1966 Resigned Aug. 31, 1974,
William W, Sherrill ... Dallas................. May I, 1967 Reappointed in 1968, Resigned Nov. 15, 1971,
Arthur F. Burns ............. New York ... Jan. 31, 1970 Term began Feb. [, 1970. Resigned
Mar. 31, 1978,

John 1. Sheehan.............S5t. Louis............. Jan. 4, 1 Resigned June 1, {975,
Jeftrey M. Bucher........... San Francisco ...... June S, 1972 Resigned Jan., 2, 1976,
Robert C. Holland .......... Kansas City.........] June {1, 1973 Resigned May 15, 1976.
Henry C. Wallich............ Boston................ Mar. 8, 1974 Resigned Dece. 15, 1986
Philip E. Coldwell........... Datlas................. Oct. 29, 1974 Served through Feb. 29, 1980.
Philip C. Jackson, Jr. ..., Atlanta ... July 14, 1975 Resigned Nov. 17, 1978,
J. Charles Partee ............ Richmond............ Jan. §, Served until Feb. 7, 1986.3
Stephen S, Gardner......... Philadelphia......... Ieb. 13, 1976 Died Nov, 19, 1978.
David M. Lilly ............... Minncapolis.........] June |, 1976 Resigned Feb. 24, 1978,
G. William Miller............ San Francisco ...... Mar. 8, 1978 Resigned Aug. 6, 1979,
Nancy H. Teeters........... Chicago...............5¢pt. 18, 1978 Scrved through June 27, 1984.
Emmett J. Rice .............. New York ........... June 20, 1979 Resigned Dec. 31, 1986,
Frederick H. Schultz....... Atlanta ............... July 27, 1979 Served through Feb. (1, 1982,
Paul A. Volcker.............. Philadelphia......... Aug. 6, 1979 Resigned August (1, [987.
Lyle E. Gramley............. Kansas City......... May 28, 1980 Resigned Sept. 1, 1985,
Preston Martin ...............S8an Francisco ...... Mar. 31, 1982 Resigned April 30, 1986,
Martha R. Seger............. Chicago............... July 2, 1
Wayne D. Angell............ Kansas City ......... Feb. 7, 1986
Manucl H. Johnson......... Richmond............ Feb. 7, 1986
H. Robert Heller ............ San I'rancisco ...... Aug. 19, 1986
Edward W. Kelley, Ir...... Dallas ... May 26, 1987
Alan Greenspan,............. New York ........... Aug. 11, 1987
Chairmen? Vice Chairmen?
Charles S. Hamlin......... Aug. 10, 1914-Aug. 9, 1916 Frederic A, Delano ... Aug. 10, 1914-Aug. 9, 1916
W.P.G. Harding ........... Aug. 10, 1916-Aug. 9, 1922 Paul M. Warburg .......... Aug. 10, 1916-Aug. 9, 1918
Danicl R. Crissinger...... May 1, 1923-Scpt. 15, 1927 Albert Strauss.............. Oct. 26, 1918-Mar. 15, 1920
Roy A. Young.............. Oct. 4, 1927-Aug. 31, 1930 Edmund Platt............... July 23, 1920-Sept. 14, 1930
Eugene Meyer..............S¢ept. 16, [930-May 10, 1933 J.J. Thomas ................. Aug. 21, 1934-Fcb. 10, 1936
Eugene R. Black........... May 19, 1933-Aug. 15, 1934 Ronald Ransom ............ Aug. 6, 1936-Dec. 2, 1947
Marriner S, Ececles........ Nov. 15, 1934-Jan. 31, 1948 C. Canby Balderston ..... Mar. 1, 1955-Fc¢b. 28, 1966
Thomas B. Mt(dbb ...... Apr. 15, 1948-Mar. 31, 1951 F.1.. Robertson............. Mar. 1, 1966-Apr. 30, 1973
Wm. McC. Martin, LJApr. 2, 1951-Jan. 31, 1970 George W. Mitchelf....... May [, [973-Fc¢b. (3, 1976
Arthur . Burns ........... Feb. 1, 1970-Jan. 31, 1978 Stephen S. Gardner....... Feb. 13, 1976-Nov. 19, {978
G. William Miller.......... Mar. 8, 1978-Aug. 6, 1979 Frederick H. Schultz.....] luly 27, 1979-keb. 11, 1982
Paul A. Volcker............ Aug, 6, 1979-Aug. |1, 1987 Preston Martin............. Mar, 31, 1982-Mar. 31, 1986
Alan Greenspan............ Aug. 11, 1987- Manuel H. Johnson....... Aug. 22, 1986
EX-OFFICIO MEMBERS'
Secretaries of the Treasury Comptrollers of the Currency
W.G. McAdoo ............. Dece. 23, 1913-Dec. lﬁ, 1918 John Skelton Williams .. lLb 2, 1914-Mar. 2, 1921
Carter Glass ...oooeninnl, Dec. 16, 1918- th , 1920 Daniet R. Crissinger...... Mar. 17, 1921-Apr. 3() 1923
David F. Houston......... I'ebh. 2, 1920-Mar. 3 ‘)71 Henry M. Dawes .......... May 1, l923~l)cc. 17, 1924
Andrew W. Mellon ....... Mar. 4, 1921-1‘¢ch. 1932 Joseph W. MclIntosh ..... Dec. 2(), 1924-Nov. 20, 1928
Ogden L. Mills............. Feb. 12, 1932~Mur. 4. 1933 JJW.Pole.................... Nov. 21, 1928-Sept. 20, 1932
William H. Woodin....... Mar. 4, 1933-Decc. 31, 1933 JLET. O’Connor. ... May 11, t933-Feb. |, 1936
Henry Morgenthau, Jr. . Jan. 1, 1934-Feb. 1, 1936

I. Under the provisions of the original Federal Reserve Act, the
Federal Reserve Board was composed of seven members, including
five appointive members, the Secretary of the Treasury, who was
ex-officio chairman of the Board, and the Comptrolier of the
Currency. The originul term of office was ten years, and the five
original appointive members had terms of two, fonr, six, cight, and
ten years respectively. [n 1922 the number of appointive members
was increased to six, and in 1933 the term ol office was increased to
twelve years. The Banklng Act of 1935, approved Aug, 23, 1935,
changed the name of the Federal Reserve Board to the Board of
Governors of the Federal Reserve System and provided that the
Board should be composed ol seven appointive members; that the

Seceretary of the Treasury and the C ompllnllu of the Currency
should continue to serve us members until Feb, 1, 1936, or until
their successors were appointed and had qualified; and that
thercafter the terms of members should be fourteen years and that
the designation of Chairman and Vice Chairman of the Board should
be lm a term of four years.
. Date after words **Resigned” and

01 service.

3. Successor took office on this date.

4. Chairman and Vice Chairman were designated Governor and
Vice Governor before Aug. 23, 1935,

Retired”” denotes final day
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Money Stock and Bank Credit A3

1.10  RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Monetary and credit aggregates
(annual rates of change, scasonally adjusted in percent)!
e 1986 1987 1987
Q3 Q4 Ql Q2 Feb.! Mar. Apr. May June
Reserves of depository institutions?®
LTotal oo 210 24.3 16.4 8.0 2 4 233 8.2 13.0
2 Required. . ..o 219 22.8 16.5 8.4 3.3 5.9 25.5 3 =159
3 Nonborrowed 213 253 18.5 5.4 3 2 13.6 7.5 79
4 Monetary bas 9.7 11.0 1.3 6.8 7.6 2.9 9.9 8.7 6
Concepts of money, liquid assets, and debt?
S Ml 16.5 17.0 13.1 6.4 3 3.3 17.7 4.5 10.2
6 10.6 9.2 6.3 2.6 3 1.4 6.1 R4 1.3
7 9.7 8.0 6.3 4.1 1.3 1.6/ 5.8 4.8 5.4
8 8.1 8.2 6.4 n.a 2.4 2.9 4.2 9.2 n.a
9 12.57 12,1 10.4" 9.0 52 R.2r 9.7t 10.2 n.a
10 M2S 8.6 6.6 4.0 1.2 -3 6 2.1 -1.0r 5.5
IEM3onlyd. oo 6.2 3y 6.4" 10.3 7.5 2.60 3 22,67 21.8
Time and savings deposits
Commercial banks
12 Savings? ... 25.0 6.9 373 24.1 34.5 28.5 278 16.0 6.9
13 Small-denomination time® .. .. 7.5 10.7 4.9 -4.6 6.9 -8.6 -4.3 --1.3 0.4
14 Large-denomination time?-10 -1.5 B 9.7 18.3 1.2 12.2 27.7 18.4 7.0
Thrift institutions
1S Savings? .... 21.0 23.2 27.3 25.7 32.1 28.6 30.5 16.9 12.7
16 Small-denomination time 34 -6.4 ~4.3 1.5 2.7 2 1.5 -2 L8
17 Large-denomination time? 2.8 -7.0 -9.5" -8.4 13.2 9.57 - 1901 2.4 8.9
Debt componentst
1% Federal 14,7 Ay 9.7 9.5 3.0 5.9 8.4 15.1 n.a.
19 11.97 12.3 0.6 8.8 59 9.07 0.1 8.7 n.a.
20 7] 10.6 7.0 9 3.8 149 7.4 3.2

‘).ll H),IJ

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

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

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

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

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

M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of nonbank issuers; (3) demand deposits
al all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and (4) other checkable deposits
{OC D) consisting of negotiable order of withdrawal (NOW) and amonumc transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD habilities.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, Moncy Market Deposit Accounts
(MMDAS), savings and small-denomination time deposits (time deposits—includ-
ing retail RPs—i 4 alances in both taxable and
tax-exempt general purposce and broker/dealer money market mutual funds.
Excludes individual retirement accounts (IRA) and Keogh balances at depository
institutions and money market funds. Also excludes all balances held by U.S.

commercial banks, money market funds {(general purpose and broker/dealer),
foreign governments and commercial banks, and the U.S. government. Also
subtracted is a consolidation adjustment that represents the estimated amount of
demand deposits and vault cash held by thrift institutions to service their time and
\:lVll]E,\ deposits.

M3: M2 glus large-denomination time deposits and term RP liabilities (in
amounts ot $100,000 or more) mucd by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking ‘offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Lixcludes amounts held by depository institutions, the U.S. government,
money market funds, and toreign banks and official institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
.md l* urodollars held by institution-only money market mutual funds.

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

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

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

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

7. Iixcludes MMDASs,

&. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100.000. All IRA and Keogh accounts at commerciat
banks and thrifts are subtracted from small time deposits,

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

10, Large-denomination time deposits at commercial banks less those held by
money market mutual funds. depository institutions, and foreign banks and
official institutions.

. Changes calculated from figures shown in table 1.23.
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I.11  RESERVES OF

Millions of dollars

Domestic Financial Statistics [[J September 1987

DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Monthly averages of
daily figures

Wecekly averages of daily figures for week ending

lactors 1987 1987
e
Apr. May June May 13 May 20 May 27 June 3 June 10 June 17 June 24
SurelYING RESERVE FUNDS
| Reserve Bank credit outstanding. ... ... .. .. 230,049 241,800 235,851 245,284 239,658 237,479 231,027 231,672 231,766 240,768
2 LS. government secuvitiest .o L 201,630 213,797 210,941 216,195 212,250 210,803 206,629 207,889 27,434 215,306
3 Bought outright . . 204,662 206,318 208,728 206,051 205,674 206,414 206,629 207,889 206,895 210,886
4 Held under repurchase agreements . .. 1,968 7.479 2,213 10,144 6,576 4,389 0 1] 539 4,420
h) Pederal agency obligations ... ... 8,220 10,065 8,030 10,785 10,011 9,446 7,683 7,683 7,726 8,132
6 Bought outright. ... .. 7,703 7,683 7,683 7,683 7,683 7,683 7,683 7,683 7,683 7,683
7 Elekd under repurch; 517 2,182 347 31,102 2,328 1,763 0 4] 43 449
8 Acceptances . 0 0 0 4} 0 } 0 0 0 [t}
9 loans ... 872 1,179 737 768 891 1,427 760 619 651 823
10 Foat ... 604 645 724 210 1,06 674 928 493 821 757
i1l Other b 16,723 16,114 15,419 17,327 15,491 15,129 15,026 14,988 15,134 15,750
12 Gold stock 11,079 11,073 11,069 11,074 11,072 11,072 11,070 11,070 11,069 11,009
13 Special drawing rights Lullllunc account ... 5,018 S.018 5,018 5,018 5,018 5,018 S,O18 5,018 S,018 5,018
14 “Freasury currency outstanding ... ... 17,744 17,795 17,866 17,783 17.797 17811 17,835 17,849 17.863 17.877
ABSORBING RESERVE T'UNDS
15 Currency in circulation ..o 209,684 212,064 214 465 211,745 212,004 212,890 213,783 214,502 214,795 214,356
16 Treasury cash holdings® ... . S30 523 S07 528 528 520 513 sS4 ARl 502
Deposits, other than reserve baluances, with
Federal Reserve Banks
17 "Lreasury 7,163 16,028 8,776 21,006 14,940 12,684 5,067 3,712 3.879 14,570
18 Foreign . 279 34 246 317 286 258 282 223 228 237
19 Service-refated balances and
ddilhlu\cll!!\ ,,,,,, 2,21 2,098 2,072 1,951 2,041 1,053 2,206 2,103 2,239 2,036
20 Othe 424 407 404 375 374 62 385 364 361 333
21 Other Iu\ua\ Reserve tiavilitic
capital . 6,896 6,910 6,814 6,988 6,932 6,848 6,507 6,613 6,891 6,950
22 Reserve balunces with Federal
Reserve Banks® ..o 36,701 37,344 36,520 36,248 36,443 35,863 36,207 37,577 36,811 35,748
S S B —
End-of-month figures Wednesday figures
1987 1987
Apr. I May June May 13 May 20 May 27 June 3 June 10 June 17 June 24
SUPPLYING RESERVE FUnNDS
23 Reserve Bank credit outstanding. .. ... . ... 249,706 231,880 239,216 245,848 230,812 241,687 229,511 220,591 235,159 242,395
24 U.S. government securities!. ..o 218,883 207,304 212,306 215,517 203,105 214,754 204,230 206,811 210,326 216,671
25 Bought outright.............. ... ..., 205,112 207,304 210,248 205,862 200,054 205,853 204,230 200,811 206,555 210,712
26 Held under repurchase agreements. ... 13,771 0 2,058 9,655 3,051 8,901 0 ( 3,771 5,959
27 Federal agency obligations . ............ 11,039 7,683 8,679 11,669 9,116 9,109 7,683 7,683 7,985 8,394
28 Bought outright . 7,683 7,683 7,683 7,643 7,683 7,683 7,683 7.683 7,683 7,683
29 Held under repurchase u;,reemu\ 5. 3,356 [{] 996 3,986 1.433 1,426 0 4] 02 "
30 Acceptances 0 0 0 0 0 0 0 0 0 0
3l Loans .. 2,464 832 972 751 1,591 797 653 582 716 760
32 Float. . 126 922 1,579 364 1,846 1,557 1,624 452 772 645
33 Other l'ederal Reserve assets. . .. 17,914 15,139 15,680 17,547 15,154 15,470 15,321 15,063 15,360 15,925
34 Gold stock? ..o 11,076 11,070 11,069 11,073 11,071 11,070 11,070 11,069 11,068 11,069
35 Special drawing rights certificate account . . 5,018 S,OIK 5,018 5,018 5,018 5,018 S,018 5,018 5,018 5,018
36 ‘Ireasury currency outstanding ... 17,767 17,823 17,889 17,795 17,809 17,823 17,847 17,861 17,875 17,889
ARSORBING RESERVE FUNDS
37 Currency incireulation ..o oL 210,265 213,547 215,201 212,077 212,358 213,706 214,218 214,941 214,807 214,300
38 Treasury cash holdings? 531 514 92 526 520 512 S1 S14 503 499
Deposits, other than reserve balances with’
Federal Reserve Banks
39 Treasury . ..o .. 29,688 6,383 13,774 19914 12,608 10,832 4,359 2,811 8,126 16,356
400 FOTCHEN .. 343 320 318 258 297 355 296 234 232 208
4l Service-related balances and
adjustments ... . 1812 1,779 1,775 1791 1,793 1,778 1,779 1,822 1,823 1771
42 Other.......... ... .. . 533 3 458 394 298 446 375 378 1Ry 374
43 Other Lederal Reserve liabi
capital ... 7,087 6,511 6,847 6,676 6,579 6,789 6,285 6,514 6,785 6,832
44 Reserve balances with Federal
Reserve Banks®. ..o 33,337 36,365 34,327 38,097 30,260 41,179 35,623 37,327 36,456 36,431
U Includes securities loaned -tully guaranteed by U.S government securities stock. Revised data not included in this table are available from the Division of

pledged with Federal Reserve Banks- and excfudes any secunties sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Revised for periods between October 1986 and June [987. At times during
this inferval, outstanding gold certificates were inadvertently in excess of the gold

Rescarch and Statistics, Banking Section.
3. Bixeludes required clearing balances and adjustments o compensate for
float.

NoTe. For amounts of cutrency and coin held as reserves, see table 1.12.



1.12 RESERVES AND BORROWINGS

Millions of dollars

Depository Institutions

Money Stock and Bank Credit

AS

Monthly averages®
Rescerve classification 1984 1985 1986 1986 1987
—
Dec. Dec Dec. Nov. Dec. Jan. Ieb. Mar. Apr. May
1 Reserve balancey with Reserve Banks'........... 21.738 27,620 37,360 34,803 37,360 36,584 33,625 35,318 37,807 36,466
2 Total vqul( Lll\h 22,313 22,953 24,071 23,543 24,071 25,049 25,889 23,759 23,353 23,693
3 Vault’ 18,958 20,522 22,199 21,598 22,199 23,084 23,435 21,743 21,587 21,873
4 bulp]us“ 3,355 2,431 1.872 1.947 1.872 1,965 2,454 2,016 1,767 1.820
§ Total reserve; . 40,696 48,142 59.560 56,399 59,560 59,668 57,060 §7.061 59.393 58,339
6 Required Ieselvt.\ co. 39,843 47,085 58,191 §5.421 58,191 58,600 55,849 56,146 58,566 57,260
7 Excess reserve balances at Reserve Banks 853 1,058 1,369 978 1,369 1,068 1.211 916 827 1,079
& Total borrowings at Reserve Banks.. ... 3,186 1,318 827 752 827 580 556 527 993 1,035
9 Seasonal borrowings at Reserve 113 56 3R 70 38 34 71 91 120 196
10 Extended credit at Reserve Banks 2,604 499 303 418 303 225 283 264 270 288
Biweekly averages of daily tigures for weeks ending
1987

Mar. 11 | Mar. 25 Apr. 8 Apr. 22 May 6 May 20 June 3 June 17 July 17| July 157

11 Reserve balancey with Reserve Banks'. ... .. 35,400 34,809 36,358 18,746 37,612 36,327 36,022 37,189 35,496 .17
12 Total vsxull cash® 23,662 24,077 23,198 23.479 23,289 23,552 24,094 23.668 25,215 24,238
13 Vault 21,582 22,038 21.350 21.761 21,519 21.801 22,151 21976 23,092 22,466
14 Sluplus“, 2,080 2,039 1.848 1,719 1.770 1,751 1,943 1,692 2,123 1,773
15 Total reserves 56,982 56,847 57.708 60,506 59,131 58,128 58,173 59,165 58,588 59,583
16 Required reserves ........... 56,021 55,866 57.029 59,703 58,115 57,066 57.048 58.307 56,941 59.066
17 Excess reserve balances at Reserve Banks® . Y61 9R1 679 804 1,016 1,063 1,125 858 1,647 517
18 Total borrowings at Reserve Banks. .. .. 466 528 641 956 1,410 830 1,094 635 856 696
19 Seasonal borrowings at Reserve . 83 96 98 110 159 190 226 233 2098 271
20 Extended credit at Reserve Banks” ... ... 275 263 248 267 299 276 297 254 289 261

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

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

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

4. Total vault cash at institutions having no required reserve balances less the
amount of vault cash equal to their required reserves during the maintenance
period.

5. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for tloat, pius vault cash used to satisfy reserve
requirements. Such vault cash consists of alf vauit cash held during the fagged

computation period by institutions having required

reserve balances at Federal

Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

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

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

8. Before February 1984, data are prorated monthly averages of weekly
averages: beginning February 1984, data are prorated monthly averages of
biweekly averages.

NoTE, These data also appear in the Board's H.3 (502) release. For address, see
inside front cover.
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113 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS  Large Member Banks!

Averages of daily tigures, in millions of dollars

1987 week ending Monday

Maturity and source —
Mar. 16 | Mar. 23 Mar, 30 Apr. 6 Apr. 13 | Apr. 20 Apr. 27 May 4 May 11

Federal funds purchased, reparcliase agreements, and
ather selected borrowing in immediately available

funds .
Irom commercial banks in the United States
] For one day or under continuing contract ... 78,545 76,854 74,628 80,467 81,639 80,380 72 677 74,589 72,245
2 For all other maturities ... ... ... 8,38S 8,387 8.312 8,639 8,974 Y877 8.966 8,951 9,378

From other depository institutions, toreign banks and
toreign ofticial institutions, and United States gov-
CIOMENt Qgencies

Vor one day or under continuing contract. ... ... R B R 1 w346 39,666 8912 42,536 35818 35,509 36,261 37,474
For atb other maturities .....ooo o oo 7.108' 7,000 7.487 7.996 8,039 8,381 8,384 9.872 9,708

S

Repurchase agreements on U.S. government and federal
agency securities in immediately available funds
Brokers and nonbank dealers in securities
l‘or one day or under continuing contract, ............ 12,226 11,325 12,120 12,806 12,556 12,495 12,713 12,815 11,788
For afl other maturitios ... ... 72,638 10,345 10,525 9.347 9,869 13,167 13,596 15,000 14,898
All other customers
T'or one day or under continuing contract. . .. A 26,848 25,636 25813 26,223 26,048’ 21,149 24 810 24,187 23,189
For all other maturitics ... 0 0o L 9,209 4.399 9.874 9,940 10,332 12,483 9,038 8,796 8,702

=~

o~

Memo: Federal funds toans and resale agreements inim-
mediately available funds in maturities of one day or
under continuing contract

9 To commercial bauks in the United States ... ... .. 26,854 25,703 23,914 29,107 28.649 30,933 29,588 32,441 27.347
10 To all other specified customers” .00 oo 11,485 11,926 10,282 11,329 11.124 11,6158 13,656 L 12,864 11,449
1. Banks with asscts of $1 billion or more as of Dec. 31, 1977, 2. Brokers and nonbank dealers in securities: other depository institutions;

foreign banks and otticial institutions; and United States government agencies.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Policy Instruments A7

Current and previous levels

Extended credit’
Short-term zul_ius]lmen; c‘redii and
seasonal credit N .
Geder: . First 60 days of Next 90 duys of - Coe
“duﬁlwﬁlfhuvc borrowing borrowing After 150 days o .
¢ Effective date tor
current rates
Rate on Hiffective Previous Rate on Previous Rate on Previous Rate on Previous
7128/87 date rate 7128/87 7/28/87 rate 728187 rate
Boston.......... Sla 8/21/86 6 Sih 6l 7 T2 8 8/21/86
New York 8/21/86 8/21/86
Philadelphia . 8/22/86 8/22/86
Cleveland . . . 8/21/86 8/21/86
Richmond. .. 8/21/86 8/21/86
Atlanta ......... 8/21/86 8/21/86
Chicago......... 8/21/86 8/21/86
St. Louis .. 8/22/86 8/22/86
Minneapolis . 8/21/86 8/21/86
Kansas City . 8/21/86 8/21/86
Dallas . ... .. 8/21/86 821/86
San Francisco . .. St 8/21/86 6 5l [ 7 A 8 8/21/86
Range of rates in recent ycars‘
Range (or F.R. Range (or F.R. Range (or F.R.
Effective date levell | Bk Effective date levelz | Bank Effective dute levellor | Bunk
Banks NY. Banks N.Y. Bunks N.Y.
In effect Dec, 31,1973 ... ... TV 7 1978—Aug. v T4 1982—July 1112 1A
1974—Apr. 25 . 7Y2-8 8 Sept. 8 8 114 1A
8 8 Oct. 8-8lA 8l Aug, 11-11% 11
Dec. Va8 TV 8l 8lA 1
T4 ¥ Nov. 8¥-9ln 9ln 10% 10~
9la 9lA 10-10Y- I\
1975—Jan. TVa-T% T 0 10
TVa-T% TV 1979—July 10 10 Oct. 91-10 9lA
TVa Tl Aug. 10-10% 10l 9ln 9
Feb. 6Ya-TVa 6Ys 10% 1002 Nov. 9-91» 9
6Ya 6% Sept. 10%-11 11 9 9
Mar. 6Va-6Ya 614 11 11 Dec. 8lh-9 9
6V 6 Oct. 11-12 12 81h-9 123
May 6-6Va 6 12 12 8lA glA
6 6
1980—Feb. 12-13 13 1984—Apr. 81h-9 9
1976—Jan. Slh-6 5la 13 13 9 9
2 N Sla May 12-13 13 Nov. 8lh-9 gl
Nov. SVa-5lh Sha k 12 12 8ln (323
SVa Nz June 11-12 11 Dec. 8 8
11 11
1977—Aug. 3 Sha-S¥a Sl July 10-11 10 1985—May 20 ........... ... 7-8 7VA
3 SVa-S¥a ¥ 10 10 24 ... . 7A 7V
Sept. SY4 5% Sept. 11 1
Oct. [ 6 Nov. 12 12 1986—Mar. 7-1A 7
Dec. 12-13 13 7 7
1978—Jan. 66 [Yal 13 13 Apr. 617 oy
(2] 64 (3%] (2]
May 647 7 1981—May 5............... 13-14 14 July 6 6
7 7 14 14 Aug. SlA-6 Sk
July T-TVs Vs 13-14 13 Sl R4
July 7Va TVa 3 13
12 12 In effect July 28, 1987 .. .. .. . Sia SiA

1. After May 19, 1986, the highest rate within the structure of discount rates
may be charged on adjustment credit loans of unusual size that result from a major
operating problem at the borrower's facility.

A temporary simplified seasonal program was established on Mar. 8, 1985, and
the interest rate was a fixed rate 2 percent above the rate on adjustment credit.
The program was re-established on Feb. 18, 1986 and again on Jan. 28, 1987; the
L’alc may be either the same as that for adjustment credit or a fixed rate Y2 percent

igher.

2. Applicable to advances when exceptional circumstances or practices involve
only a particular depository institution and to advances when an institution is
under sustained liquidity pressures. As an alternative, for loans outstanding for
more than 150 days, a Federal Reserve Bank may charge a flexible rate that takes
into account rates on market sources of funds, but in no case will the rate charged
be less than the basic rate plus one percentage point. Where credit provided to a
particular depository institution is anticipated to be outstanding for an unusually
prolonged period and in relatively large amounts, the time period in which each

rate under this structure is applied may be shortened. See section 201.3(b)(2) of
Regulation A.

3. Rates for short-term adjustment credit, For description and catlier data see
the following publications of the Board of Governors: Banking and Monetary
Statistics, 1914-1941, and 1941-1970; Annual Statistical Digest, (970-1979, 1980,
1981, and 1952.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowings by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980, through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subsequently raised to 3 percent on Dec. S, 1980, und
t0 4 percent on May S, 1981, The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12. As of Oct. 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-weck
period. The surcharge was eliminated on Nov. 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Net transaction accounts™™
$0 million-$36.7 million. .. .. ...
More than $36.7 millien .......

Nonpersonal time {/1’/11:\1/\

By original maturity
Lessthan tWoyewrs ..o L ..
IVayears ormore. ..o

Ewrocurrency liahilities

Depository institution requirements
after implementation of the
“Pype of deposit, yid Monetary Control Act
deposit interval
l'u{'ccm of Effective date
deposits
3 12/30/86
12 12/30/86
3 1/6/86
Q 10/6/83
........................................... 3 11/13/80

Albtypes...oo oo

1. Reserve requirements in ettect on Dec. 31, 1986, Required reserves must be
held in the form of deposits with Federal Reserve Banks or vault cash.
Nonmembers may maintain reserve balances with a Federal Reserve Bank
indirectly on a pass-through basis with certain approved institutions. For previous
reserve requirements, see carlier editions of’ the Annal Report and of the
Frperal Reservie Butornin, Under provisions of the Monetary Controb Act,
depository institutions include commercial banks, mutual savings banks, savings
and loan associations, credit unions, agencies and branches of foreign banks, and
f: dgc corporations.

‘The Garn-St. Germain Depository Institutions Act of 1982 (Public Law
‘)7 12()) requires that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the succeeding calendar year by RO percent of the perceatage
increase in the total reservable liabilities of all depository institutions, measured
on an annual basis as of June 30, No corresponding adjustment is to be made in
the event of a de se. On Dec, 30, 1986, the exemption was raised from $2.6
mithion to $2.9 million. in determining the reserve requirements of depository
institutions, the exemption shall apply in the following order: (1) net NOW
accounts (NOW accounts tess allowable deductions): (2) net other transaction
accounts: and (3) nonpersonal time deposits or Burocurrency liabilities starting

with those with the highest reserve ratio. With respect to NOW uccounts and
other transaction accounts, the exemption App]iu only to such accounts that
would be subject to a 3 percent reserve requirement.

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

‘The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions, determined as of June 30 cach year. Effective Dec, 30,
1986, the amount was increased from $31.7 million to $36.7 million.

5. [n general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons and certain obligations issued
to depository institution oftices located outside the United States. For details, see
section 204.2 of Regulation 1.




Policy Instruments A9
1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!
Millions of dollars
1986 1987
Type of transaction 1984 1985 1986
Nov Dec. Jan. Feb. Mar. Apr. May
U.S. TREASURY SECURITIES
Outright transactions (excluding matched
transactions)
Treasury bills
1 Gross purchases ................. ... ... 20,036 22,214 22,602 3318 5,422 997 191 1,062 4,226 1,697
2 Gross sales 8,557 4,118 2,502 0 0 583 3,581 0 653 0
3 Exchange ... ] 0 0 0 0 0 0 0 0 0
4 Redemptions ........... 7,700 3,500 1,000 0 0 0 800 0 ¢ 0
Others within | year
5 Grosspurchases ... ..o o oo 1,126 1,349 190 190 [¢] 0 0 [¢] 1,232 4]
6 Gross sales. ... 0 [ 0 G 0 0 [{} 0 0 4]
7 Maturity shift 16,354 19,763 18,673 2,974 1,280 611 1,855 1,762 1,375 4,063
8  Exchange ..... . -20,840 | —17,717 -20,179 --1.810 - 1,502 [\] —4,954 -1.799 -522 -1,336
9  Redemptions .......... ... .. ..o o 0 0 0 v} 0 0 0 0 i} 0
{10 5 years
10 Gross purchases ...... . ... ... .. ... 1,638 2,185 893 893 [} [{] 0 0 3,642 0
11 Gross sales 0 0 0 0 0 1} 252 4] 0 0
12 Maturity sh .. g 13,709 -17,459 -17,058 -2.414 — 1,280 591 - 1,650 -1,762 ~1,373 - 1,804
13 Exchange ........ ...... . ...l 16,039 13,853 16,984 1.510 1,502 0 4,354 1,799 522 1,111
S to 10 years
14 Gross purchases ... ... .. oo 536 458 236 236 0 0 0 0 914 0
15 Gross sales. ... 300 100 0 0 0 0 0 0 0 0
16  Maturity shift. . S -2,371 - 1,857 —1,620 =560 0 =20 -204 0 -3 -2,259
17 Exchange ....... ... .. e 2,750 2,184 2,050 200 0 0 400 0 0 150
Over 10 years
18  Gross purchases ... i 441 293 158 158 0 4 4} 0 669 0
19 Gross sales . . 0 0 0 0 0 0 0 0 0 [}
20 Maturity shift . 275 --447 0 0 0 0 0 0 0 0
21 Exchange .. ... .. oo 2,052 1,679 1150 100 0 0 200 (] 0 75
All maturities
22 Grosspurchases ... .o 23,776 26,499 24,078 4,795 5422 997 191 1,062 10,683 1,697
23 Gross sales. ... S 8,857 4,218 2,502 0 0 583 3,833 0 653 0
24  Redemptions ............ ... ... ...l 7,700 3,500 , 0 0 0 800 0 0 0
Matched transactions
25 Gross sales. ... i i e 808,986 | 866,175 927,997 60,146 91,404 63,865 82,086 72,306 83,822 91,642
26 Gross purchases ... .. ... ... . ... ..., 810,432 ] 865,968 927,247 60,232 88,730 65,145 81,387 73.476 82,494 92,137
Repurchase agreements?
27 Gross purchases .......... ... o i 127,933 134,253 170,431 16,888 44,303 36,373 0 5,657 37,653 59,340
28 Grosssales. ... 127,690 | 132,351 160,268 15,471 32,028 46,897 3,168 5.657| 23,881 73,111
29 Net change in U.S. government securities. ... ... 8,908 20,477 29,989 6,298 15,023 ~-8.,830 —-8,307 2,231 22,474 | —11,580
FEDERAL AGENCY OBLIGATIONS
QOutright transactions
30 Gross purchases ...... ... ... ..o 0 0 0 0 0 0 0 0 0 0
31 Grosssales. . ..o S 0 0 0 0 0 0 0 0 0 0
32 Redemptions ... 256 162 398 125 0 110 0 0 37 *
Repurchase agreements®
33 Gross purchases .......... .. ... ... 11,509 22,183 31,142 1,622 5,488 4,714 0 897 9,265 16,071
34 Grosssales.. ... 11,328 20,877 30,522 1,274 3,522 6,171 857 897 5.908 19,428
35 Net change in federal agency obligations........ ~76 1,144 222 223 1,965 —1,567 —857 0 3,320 —-3,357
BANKERS ACCEPTANCES
36 Repurchase agreements, net................... —-418 0 0 0 0 [\l 0 0 0 1]
37 Total net change in System Open Market
Account ... o oo 8,414 21,621 306,21t 6,522 16,988 | -10,397 -9,165 2,231 25,794 | -14,936

1. Sales, redemptions, and negative figures reduce holdings of the System
Open Market Account; all other figures increase such holdings. Details may not

add to totais because of rounding.

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

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

Millions of dollars

Wednesday End of month
Account 1987 1987
May 27 June 3 June H) June 17 June 24 Apr. May June
Consolidated condition statement
ASSETS
1 Gold certificate account ., .. .o oo 11,072 11,070 11.069 11,068 11,069 11,076 11,070 11,069
2 Special drawing rights certificate account . .. 5,018 5,018 5.018 S.018 5.018 5,018 SME S.018
B COM, e e 484 466 463 469 463 517 476 451
Loans
4 Lo depository msttutions. .. ... 797 653 582 716 760 2,464 832 u72
5 . 0 { [t} 0 1} 0 [ 0
6 Acceptances held under repurchase agreements ... .. 0 0 0 0 1} 0 O 0
Federal agency obligations
7 Bought outright............... 7,683 7.6K83 7.683 7,683 7,683 7683 7,683 7,683
& Held under repurs 1,426 1] 4] 302 7mn 3,356 0 996
U.S, Treasury securities
Bought outright
9 BillS o 105,799 104,176 106,757 106,501 108,166 105,058 107,250 107.702
10 Notes . 73,303 73,303 73,303 73,303 73,52 73,378 73,303 78,522
11 Ronds . 26,751 26,751 26,751 26,751 276,024 26,676 26,751 27,024
12 Total bougl ig 205,853 204,230 206,811 206,555 210,712 205,112 207,304 210,248
13 Held under repurchase agreemen . .. 8.901 0 [{] 3,771 5,959 13,771 QO 2.058
14 Fotal U.S. Treasury seeuritics. ... . 214,754 204,230 206811 210,326 216,671 218,883 207,304 212,306
1S Total loans and securities. . .............. . 224,660 212,566 215,076 219,027 225,828 232,386 215,819 221,957
16 ltems in process of collection ..o 9,379 8,242 6,209 7.527 6,440 6,203 6,356 9 RO
17 Bank premises. oo 678 679 679 683 680 675 678 683
Other assets
8 Denominated in foreign currencies” ... oo 8,195 8,030 7.850 7858 7,863 8,283 8,035 7,782
19 Allother! 6,597 6,606 6,534 6,813 7.382 8,236 6.426 7183
20 Total asSets. ... . 266,083 252,683 252,898 258,463 264,740 272,394 253,878 263,944
LiABiriEs
21 Federal Reserve notes. ..o oo 196,882 197,348 198,055 197,903 197373 193,547 196,714 198,255
Deposits
22 To depository institutions .. ... 42 957 37,402 39,149 38,279 37,802 35,149 38,144 36,102
23 .S, Treasury—CGeneral account AU 10,832 4,359 2.811 8,126 16,356 29,688 6,383 13.714
24 Foreign—-Official accounts ... o000 N 358 296 234 232 2N 343 320 3R
25 Other. . o 446 375 378 389 374 S33 372 458
20 Total deposits. ... ... 54,590 42,432 42,572 47,026 54,740 65,713 45,219 50,652
27 Deferred credititems. ... 7,822 6,618 §,757 6,749 5,795 6,077 5,434 8,190
2% Other liabilities and accrued dividends™. ... ... ... 2,588 2,228 2,302 2,573 2,604 2,696 2,300 2,356
29 Total liabilities . . ... 261,882 248,626 248,686 254,251 260,512 268,033 249,667 259,453
CAPITAL ACCOUNTS
30 Capial paidiin. oo 1.950 1952 1,953 1.954 1,956 1,921 1,950 1,961
3 Swrplus . 1,873 1,873 1873 1.873 1.873 1,873 1.873 1.873
32 Other capital accounts. ..o 378 232 386 38S 399 567 388 657
33 Totul liabilities and capital accounds . ........ . ... . ... 266,083 252,6K83 252,898 258,463 264,740 272,394 253,878 263,944
34 MEMmo: Marketable U.S, Treasury securities held in
custody for foreign and international account ... ... .. 179.473 182,498 178,565 179,846 177 808 174,715 181.247 183,125
Federal Reserve note statement
35 Federal Reserve notes outstanding issued to bank .. .. .. 241,622 241,896 242,158 241,010 243,945 240,164 241.604 244 360
36 sst Held by bank oo . 44,740 44,548 44,103 45,107 46,572 46,617 44,890 46,108
LY IFederal Reserve notes, net 196,882 197,348 198,058 197,903 197,373 193,547 196,714 198,255
Collateral held against notes net:
38 Gold certificate account .. .. 11,672 11.070 (1,069 11,068 [L068 11,076 11,070 11,06Y
39 Special drawing rights certificate account . . S,018 S.018 5,018 S.018 5,018 3.018 5,018 5,018
40 Other eligible assets. ..o oo . A 0 0 0 0 0 0 0 0
41 U.S. Treasury and agency securities ... ... ... ... 180,792 181,260 181,968 181,817 181,287 177,453 180,626 182,168
42 Total collateral. . ............ ... ... .. o 196,882 197,348 198,088 197,903 197,373 193,547 196,714 198,255
1. Some of these data also appear in the Board's H.4.1 (503) release. For 4. Includes special investment account at the Federal Reserve Bank of Chicago
address, see inside front cover. } in Treasury bifls maturing within 90 days.
2. Includes securities loaned- ~fully guaranteed by U.S. Treasury securities 5. Includes exchange-transtation account retlecting the monthiy revalnation at
pledged with Federal Reserve Banks —-and excludes securities sold and scheduled market exchange rates of foreign-exchange commitments,

to be bought back under matched sale-purchase transactions.
3, Valued monthly at market exchange rates.




Federual Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday tind of month
Type and maturity groupings 1987 1987

May 27 June 3 June 10 June 17 June 24 Apr. 30 May 29 June 30
1 Loans—Total, ... .. oo 797 633 §82 716 760 2,464 832 972
2 Within 15 days ... .. 781 548 460 689 742 2,413 752 887
3 16 days to 90 days . 16 105 122 27 18 S1 83 §S
4 91 days to 1 year 0 0 0 0 0 0 0 0
5 Acceptances—Total 1] 1] 0 0 0 0 0 0
6 Within 15 days .. .. 0 0 3} 0 0 0 0 0
7 16 days to 90 days . 0 0 0 0 0 0 0 0
8 9l daysto 1 year 0 0 0 0 0 0 4} 0
9 U.S. Treasury sc‘{'uriticxf'l‘mul ............... 214,754 204,230 206,811 210,326 216,671 218,883 207,304 212,306
10 Within 15 days".............. 21,002 9.44( 13,860 11.801 17,979 21,640 8.970 8,789
11 16 days to 80 days . 47,788 48,411 51,710 50,807 48,208 48,780 51.848 51,563
12 91 days to 1 year ... 66,364 66,838 64,700 68,177 68,987 66,830 66,885 70,995
13 Over 1 year to 5 years 41,160 41,100 41,100 41,100 42,494 41,159 41,160 41,956
14 Over S years to 10 year S 14,430 14,430 14,430 14,430 14,742 16,538 14,430 14,742
15 Overl0years .. ... i 24,010 24.011 24.011 24011 24,261 23,936 24,011 24,261
16 Federal agency oﬁuligulinnsA'I'mul ............... 9.109 7,683 7.683 7.985 8,394 11,039 7.683 8,679
17 Within ISdays'................ 1,707 73 1% 531 939 3,487 281 1,229
18 16 days to 90 days .. 532 777 759 618 619 669 532 614
19 9l days to 1 year .. 1,521 1.484 1.509 1,439 1.439 1.547 1.521 1,449
20 Over 1 year to S years 3,763 3,763 3.824 3.824 3,824 3,750 3.763 3814
21 OverSyearsto 0 years. ... 1,306 1,306 1,293 1,293 1.293 1.306 1,306 1,293
22 Over10years ............... B 280 280 280 280 280 280 280 280

1. Holdings under repurchase agreements are classified as maturing within 18 days in accordance with maximum maturity of the agreements.
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1.20

Billions of dollars, averages of daily figures

Domestic Financial Statistics U September

1987

AGGREGATE RESERVES O1' DEPOSITORY INSTITUTIONS AND MONETARY BASE

3 1986 1987
e 1984 | 1985 | 1986 o
e Dec, [ Dec. | Dec.
Nov. Dec. Jan. Feb. Mar. Apr. May | June
Seasonally adjusted
ADIUSTED FOR ’
CHANGLS [N RESERVE REQUIREMENTS! e —‘
b Total reserves? ... o6 | 395t T 46.06 | 56.17 5449 1 86.17 | 56.88 S6.87) So85 ) 57.95) S8.AS 5772
2 Nonborrowed reserves. ..o 3538 | 36.32 44.74 | 55.34 S3.74 | S5 | $6.30 §6.32 | 56.327 5696 | 57.32 56.94
3 Nonborrowed reserves plu\ extended ¢ 35.38 | 3893 | 4524 | SS.64 | S4006 | SS.64 0 56.53 | S6.60 [ S6.59 | 57.23 | S7.600 1 §7.21
4 Required reserves . 35.59 IR.60 45.000 [ S4.80 S53.51 5450 55.82 55.66 45,94 S7.13 56.52
S Monetary baset oo L .le‘.u( Ll‘)‘),l(\ 20732 123981 | 236,88 } 23958 | 242,43 | 243.97 | 244.50 | 246,59 248,49
Not seasonally adjusted
[ T - N e A A SR
6 Total reserves? ... ... 36.87 40.57 47.24 57.64 54,59 57.64 58.73 56.09 56.47 58.37 | 57.30 57.64
7 Nonborrowed reserves, ..o o 36.09 37.38 45.92 S6.81 S184 | S6.81 S8.1S 5551 SS.54 1 57.38 1 56.20 56.86
8 Nonborrowed reserves plus extended credit® ... 6,10 | 3998 | J6.42 | 5711 5426 | ST11 | SR8 | SSK2 G SS8I| 5765 | 56.55 | 7.3
Y Reguired reserves . 3.3) 397 608 ) 56,27 $3.6) 56.27 1 57.66 54,881 5515 S7.54 | 56.22 56.43
10 Monetary based ... I88.65 [202.34 [ 220082 | 243.63 | 237,50 | 243.63 | 243.42 | 240.82 | 241.93 | 246.07 | 246.83 | 249.30
NOT ADIUSTLD 1OR
CHANGES IN RESERVE REQUIREMENTS?

1F Total reservest ... 38.89 | 40.70 4a8. 14 59.56 56.40 | 59.56 | 59.67 57.06 | §87.06 | S9.39 58.34 58.79
12 Nonborrowed reserves. . RE I ERYARY | 46,82 S8.73 55,65 | 5873 | 59.09 S6.50 | $6.53 S8.40 1 57.30 58.02
13 Nonborrowed reserves plus extenc e credit 3812 | 40,09 | 4741 | 5904 [ S6.15 1 S04 1 5932 1 S6.74 0 S6.R2 ) SKA9 ) SBO¥ i%.]i
14 Required reserves . S 38,33 39.84 47.08 S8.19 55.42 5819 S8.60 55,85 5615 SB.87 | S1.20 .
1S Monetary base? 192,26 (204,08 22358 [ 247.710 | 24027 | 24771 [ 246,75 | 244.22 | 244.98 | 249.24 | 249, ‘)ALL?_S

1. Figures incorporate adjustiments for discontinuitics associated with the
implementation of the Monctary Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due 1o changes in reserve
requirements on reservable nondeposit Habilities, the sum ot such required
reserves is subtracted trom the actual series, Similarly. in adjusting for discontin-
uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual seres.

Total reserves not adjusted for discontinuities consist of reserve balances
with Pederal Reserve Banks. which exclude required clearing bafances and
adjustments to compensate for float, plus vault cash used to satisty reserve
requirements. Such vault cash consists ol all vault cash held duting the {agged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances,

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

The monetary base not adjusted for discontinuities consists of total reserves
plus required clearing balances and adjustments to compensate for float at Federal
Reserve Banks and the currency component of the money stock less the umount

of vault cash holdings of thrift institutions that is ncluded in the cwrency
component of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applied to satisfy
current reserve requirements. After the introduction of contemporancous reserve
reguirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

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

5. Reflects actual reserve requirements, including those on nondeposit liabil-
ities, with no adjustments to eliminate the eftfects of discontinuities associated
with implementation of the Monetary Controt Act or other regulatory changes to
reserve requirements.

Nore. Latest monthly and biweekly figures are available from the Bowd's
HL3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551,




Monetary and Credit Aggregates Al3
1.21  MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures
1987
1983 1984 1985 1986
ltem!
. Dec. Jec, Dec.
Dec e Dec 134 Mar. Apr. May June
Seasonally adjusted
526.9 557.5 627.0 730.5 739.5 750.4 753.2 746.8
2,184.6 2,369.1 2,569.5 2,800, 1 2.824.7 2,839.17 2,840.1 2,843.2
2.692.8 2,985.4 3,205.5 3,489,417 3,523.1 3,540.17 3,554 3,570.2
3,154.6 3.529.0 3,8389 4,141.1 41724 4,187.0" 4,219.2 n.a
5,206.3 5,946.27 67749 7.630.47 7.781.7" 7,844 .6 79113 n.a.
MI components
6 CUITENCY? . o 148.3 158.5 176.6 183.5 187.7 188.9 190.2 1911
7 Travelers checks? . .. 4.9 52 59 6.4 6.8 6.8 6.7 6.8
8  Demand deposits?. .. 242.3 248.3 27222 308.3 299.3 304.0 304.0 297.5
9 Other checkable deposits’ 131.4 145.5 178.3 232.2 245.7 250.8 252.3 251.3
Nontransactions components
1 InM26. 1.657.7 1.811.5 1.942.5 2,069.7 2,085.1" 2,088.7 2.086.9 2,096.4
IF InM3only” oo 508.2 616.3 636.1 689.(¢ 6Y8.4 700.9 74,1 727.1
Savings deposits®
12 Commercial Banks ................... ... 133.2 122.2 124.6 154.5 168.3 172.2 174.5 175.5
i3 Thrift institutions ... .. 173.0 166.6 179.0 240 228.07 23387 237,107 239.6
Small denomination time deposits®
14  Commercial Banks ................o..o. ... 350.9 386.6 383.9 364.7 360.0 357.5 357.1 360.!
15 Thrift institutions .............. .. oo 432.9 498.6 500.3 488.7 485.97 486.5 486.4 491.2
Money market mutual funds
16  General purpose and broker/dealer 138.2 167.5 176.5 207.6 2116 2118 210.3 2113
17 Institution-only .. ... o 43.2 62.7 65.1 ¥4.1 84.9 831 8i.8 81.3
Large denomination time deposits'?
18 Commercial Banks!! .. ..o oo 230.0 269.6 284.1 291.8 299.0 3059 310.6 315.0
19 Thrift instUtons ... .o i i 96.2 147.3 152.1 155.3 151.1 148.7 149.0 150.1
Debt components
20  Federal debt. .. 1,170.57 1,365.3 1,584.6" 1,804.57 1.828.27 1841, 17 1.864.2 n.a
21 Nonfederal debt 4,033.5 4,580.9" 5,190.3 5,826.(v 5.953.5 6,003.57 6,047.0 n.a
Not seasonally adjusted
538.3 570.3 641.0 746,5 7294 757.6 745.0 749.3
2,191.6 23783 2,580.5 281367 2,818.4 2,847.8 2,829.1 2.844.3
2,702.4 2,997.2 3,218.8 3.504.4 3,520.2 3,548.2 3544 4 3,568.1
3.163.1 3,539.7 3.850.7 4,154.5 4,178.7 4,195 1 4,203.6 n.a.
2007 5,940.¢ 6,768.3 7.623.00 7.759.7 7.817.2 7,875.1 n.a.
M1 components
27 CUITENCY? o 150.6 160.8 173.1 186.2 186.0 188.0 190. 191.9
28  Travelers checks?® . .. 4.6 4.9 SS 6.0 6.4 6.4 6.5 7.1
29  Demand deposits® . . .. 251.0 257.2 282.0 319.5 291.5 308.8 298.9 299.0
30 Other checkable deposits 132.2 147.4 180.4 235.0 245.1 257.5 249.5 251.4
Nontransactions components
R I . 4 1,653.3 1.808.0 1,939.5 2.067.1 2,089 .47 2,090.2" 2.,084.0 2,095.0
32 M3only? o 5io.8 618.9 638.3 690.77 701.8 700.4 718.3 723.8
Money market deposit accounts
33 Commercial banks ................ ... ... 230.4 267.4 3325 379.0 378.2 375.4 368.8 367.5
34 Thrift institutions . ......... . ... 148.5 150.0 180.7 192.4 192.3 190.1 188.3 186.0
Savings deposits?
35 Commercial Banks ..............co. oo 132.2 121.4 123.9 153.8 167.2 172.1 174.9 176.7
36 Thrift institutions . .......... .o oo o 172.4 166.2 178.8 2118 227.97 2339 237.7 240.7
Small denomination time deposits?
37 Commercial Banks ............... ... ..o 351.1 386.7 383.8 364.4 359.6 355.6 355.6 359.7
38 Thriftinstitutions ... ... o 4335 499 .6 SGt.S 489.8 486.1" 484.9 483.1 488.5
Money market mutual funds
39 General purpose and broker/dealer 138.2 167.5 176.5 207.6 2116 2108 210.3 2113
40 Institution-only ...... ... ... L 43.2 62.7 65.1 84.1 84.9 83.1 81. 81.3
Large denomination time deposits'?
41 Commercial Banks''. ... ... ... oo 2316 271.2 285.6 2932 3013 303.2 309.2 311.9
42 Thrift institutions ... oo o o 96.3 147.3 1S1.9 154.9 151.2 148.0 149.0 149.8
Debt components
43 Federal debt. .. 1,170.2 1,364.7 |,583.7 1,803.3 1.838.2 1,846.7 1,857. n.a.
44 Nonfederal debt 4,030.5 4,575.8 5,184.5 5.819.7 5.921.4" 5,970.57 6,017.3 n.a,

For notes see following page.
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NOTES TO TARLE 1.2

. Composition of the moncy stock measures and debt is as tollows:

M1 (1) currency outside the Treasury. Federal Reserve Banks, and the vaults
of unnmuu.\] banks: (2) travelers cheeks ol nonhank issuers, (3) dun‘\nd dquls
at all commercial banks other than those due to domestic banks, the U
government, and forcign banks and official institwtions less cash items in the
pracess of collection and Federal Reserve float, and {4y other checkable deposits
(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transter
service (ATS) accounts at depository (astitutions, credic union share draft
accounts, and demand deposits at thrift institutions. The carrency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD liabilities.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all conunercial banks and overnight Eurodollars issued to U8, residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-

denomination time deposits (time deposits —mnludmg vetwtl RPs - 1o amounts of

less than $100,0003, and balances in both taxable and tux-exempt general purpose
and broker—dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market
funds. Also excludes all balances beld by 1S, commercial banks, money market
tunds (general purpose and broker dealer), foreign governments and commercial
banks, and the ULS, government. Also subtracted is o conselidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
thrift institutions lu service their time and savings deposits,

M3 M2 plus large-denomination time deposits and term RP habilities {in
amounts of $1OD,000 or more) issued by comumercial banks and theilt jnstitutions,
term Furodollars held by U.S. residents at foreign branches of LS. banks

worldwide and at all banking oftices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and ofticial institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
.md l urodollars held by institution-only money market mutual funds,

© M3 plus the nonbank public holdings of U.S. savings bonds, short-term
'll mn} securities, commerctal paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

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

Currency outside the U.S. Treasury, Yederal Reserve Banks, and vaults of
mmmuuul banks. E Mludu the estimated amount of vault cash held by thrifi
institutions to service their OCH liabilities.

3. Qutstanding amount of U dulI:u‘—dcnmnln;ltc(l travelers checks of non
bank issuers. Travelers checks issued by depository institutions are included in
demand deposits,

4. Demand deposits at commercial banks and foreign-related institutions other
than those due 1o domestic banks, the U.S. government, and foreign banks and
official institutions less cash items in the process of collection and VFederal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial banks by thrift institutions to service their OCD liabilities.

S, Consists of NOW and ATS balances at all depository institutions, credit
union share draft balances, and demand deposits at theift institntions. Other
checkable deposits seasonally adjusted equals the difterence between the season-
ally adiusted sum of demand deposits plus ()( D and ses lsnnully adjusted demand
deposits. Included are all ceiling free “Super NOWs, authorized by the
Depository Institutions Deregulation committee to be offered beginning Jan. §
!L)x},

Sum of overnight RPs and overnight Lurodollars, money market fund
\mlt\mu tgeneral purpose and broker dealer), MMDAs, and savings and small
time deposits, less the consolidation adjustiment that represents the estimated
amount of demand deposits and vault cash held by thrift institutions to service
their time and savings deposits liabilities.

7. Sum of large time deposits, term RPs and term Ewrodollars of LS,
residents, money market fund balances (institution-onlyi, s i consolidation
(ldpuslmuu that represents the estimated amount of uvumth RPs and Euredol-
lars h&l\l by institution-only money market tunds.

Suvings deposits exclude MMDAs.

Small-denoutination time deposits——inchuding retail RPs—-are those issued
in ‘ununmx of less than $100,000. Al individual retirement accounts (IRA) and
Keogh accounts at commercial banks and thr are subtracted from small time
deposits.

10, Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked al international banking facilitics.

1. Large-denomination time deposits at commercial banks less those held by
money market mutuad funds, depository institutions, and foreign banks and
ofticial mstitutions.

NoF; Latest monthly and weekly figures are avaitable from the Board's H.6
(508) release. Historical data are available tfrom the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551,
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1.22 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.
1986 1987
Bank group, or type of customer 19841 19851 1986!
Dec. Jan. Feb. Mar. Apr. May
DEBITS TO Seasonally adjusted
Demand deposits?
1 Allinsuredbanks .................... 128,440.8 154,556.0 189,534, 206,689.6 210,574.2 211,169.4 217,019.7 1 224,603.0 | 222,774.5
2 Major New York City bank: . 57,392.7 70,4451 91,212, 95,831.3 99,357.1 98,712.3 104,224.5| 107,159.2 | 106,599.1
3 Otherbanks............. 71,048.1 84,110.9 98,321, 110,858.4 111.217.1 112,457.1 112,795.2 117,443.7 116,175.4
4 ATS-NOW accounts? . 1,588.7 1,920.8 2,351, 2,960.8 2,255.7 2,306.0 2,344.6 2,384.7 2,425.1
5 Savings deposits®. ... ... 633.1 539.0 410, 5337 459.2 477.7 468.6 528.0 508.9
DEePOSIT TURNOVER
Demand deposits?
6 Allinsured banks ................... 434.4 496.5 561.8 560.7 580.3 594.7 6138 627.0 613.0
7 Major New York City banks. .. 1,843.0 2,168.9 2,460.6 2,251.6 24264 2.461.0 2,707.8 2,711.5 2, 660 3
8 Otherbanks ............ .. 268.6 301.8 327.4 340.0 345.5 357.0 358.0 368.5 359.3
9 ATS-NOW accounts® .. 15.8 16,7 16.8 18.3 13.4 13.5 13.6 13.6 139
10 Savings depositsd. ............ .. ... ..... 5.0 4.5 i1 35 2.9 2.9 2.8 3.1 29
DEBITS TO Not seasonally adjusted
Demand deposits?
11 Allinsured banks ........... ... .. 128,059.1 154,108.4 189,443.3 226,263.1 216,638.7 191,572.9 222,532.0 | 229.095.0 | 209,229.8
12 Major New York City banks. 57.282.4 70,400.9 91,294.4 106,935.2 102,274.2 89.866.7 106,161.2 108,597.8 98,828.3
13 Otherbanks .............. 70,776.9 83,707.8 98,149.0 119,327.9 114,364.5 101,706.2 116,370.8 120,497.3 110.401.5
14 ATS-NOW accounts? 1,579.5 1,.903.4 2,338.4 2.841.5 2,679.2 21732 2,422.7 2,735.8 2,420.5
1S MMDAS ... . o 848.8 1,179.0 1,599.3 2,058.2 19133 1,600.7 1,754.4 2,071 1,786.2
16 Savings deposits®....................... 632.9 538.7 404.3 503.6 499.0 434.6 476.2 §70.8 492.4
DEPOSIT TURNOVER
Demand deposits?
17 All insured banks ....... o 4335 4974 564.0 600.37 579.9 550.0 641.0 6351 582.7
18  Major New York City banks. 1.838.6 2,191.1 2,494.3 2,483.2 2,345.5 22732 2,742.6 2,755.6 2,496.3
19 Otherbanks ............. 267.9 301.6 3279 357.4 346.6 329.4 3773 375.0 345.6
20 ATS-NOW accounts? .. 15.7 16.6 16.8 17.4 15.7 12.9 14.1 15.2 14.0
21 MMDAS ... ... ... .. 3.5 38 4.5 5.5 S 4.3 4.7 5.6 4.9
22 Savings deposits®. .. ... 5.0 4.5 kN | 33 3.1 2.7 2.9 34 2.8
I. Annual averages of monthly figures. NoTE. Historical data for demand deposits are available back to 1970 estimated

2. Represents accounts of individuals, partnerships, and corporations and of
states and political subdivisions,

3. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data are
available beginning December 1978.

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

5. Money market deposit accounts.

in part from the debils series for 233 SMSAs that were available through June
1977. Historical data for ATS-NOW and savings deposits are available back to
July 1977. Back data are available on request from the Banking Section, Division
of Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.

These data also appear on the Board's G.6 (486) release. For address, see inside
front cover.
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1.23 LOANS AND SECURITIES  All Commercial Banks!

Billions of dollars; averages of Wednesday figures

—

1986 1987
Category —
July Aug. Sept. Oct Nov. Dec. Jan. Ieb. Mar. Apr. May June
Seasonally adjusted
A
1 Total loans and sceurities? . ... .. 1,998.2 ) 2,022.6 |2,044.6 | 2,052.4 | 2,063.5 | 2,089.8 [2,] 18.3 | 2,1019.7 | 2,126.2 (2,147..3 2,160.6 2,166.3
2 U.S. government securities . . ... 284.7 291.5 294.9 299.6 304.1 3099 316.3 315.2 3143 315.8 32001 3167
3 Other securities .., .. 189.7 196.0 204.2 199.8 197.9 196.9 190.2 1938 195.5 197.2 197.6 198.5
4 Total loans and feases?. ... ... 1,523.7 1,535.1 1,545.4 1,553.0 1.561.5 1,583.0 1,611.8 1,610.7 1,616.4 1.634.3 1,642.9 1,651.2
S Commercial and industria 5126 S18.2 517.3 520.0 §25.7 541.4 554.1 551.8 §51.7 553.9 555.9¢ 558.1
6 Bankers acceptances held?. 6.1 0.5 6.6 6.7 6.4 6.4 6.8 6.8 6.2 6.5 6.8 6.8
7 Other commercial and
industriat ... .. 506.5 SO8.7 510.7 5133 519.2 535.0 547.2 546.9 545.5 547.4 549.0 551.3
8 U.S. ad 497.7 499 8 5017 504.6 s510.7 §25.7 537.8 5379 5368 538.9 540.8 542.8
9 Non-U.S 8.9 8.9 9.0 8.8 8.5 9.4 9.5 9.1 8.7 8.5 8.2 8.5
10 Real estate . e 458.3 464.8 468.9 474.2 479.6 489.0 499.2 504.0 S0 5179 526.3 S36.8
{1 Individual o000 306.3 308.1 309.9 32 312.6 314.2 314.9 315.2 315.7 36.6 316.7 314.6
12 Security.... ... 43.7 43.1 428 39.1 401 38.6 37.7 385 383 43.6 42.0 42.5
13 Nonbank financia;
institutions ... 4.5 4.5 49 35S 349 35, 35.7 347 35.0 354 354 33y
14 Agricultural. ... ... L 3.2 33.0 327 324 32.1 317 31.2 0.7 30.1 29.5 293 29.2
15 State and political
subdivisions ..o 9.9 60.1 60.0 59.3 S8.7 §7.9 57.8 57.2 56.9 $6.0 58.2 54.4
16 Foreign banks........ ... S 10.3 10.1 10,1 10.0 14.0 10.4 10.6 10.3 9.7 9.9 9.9 10.3
17 Foreign official institutions . .. 6.1 6.1 6.0 6.0 5.9 5.8 5.9 6.1 6.7 6.7 i 5.8 5.3
18 lLease financing receivables . .. 20.5 20.7 201 218 22.0 222 22.1 2.2 2.3 22.6 224 23.0
19 All other loans ... .......... 8.3 39.6 418 434 40.0 36.6 42.6 8.0 .8 2y 436 43.2
ot seasonally adjusted
20 ‘Total loans und securities® ... . .. 1,993.7 2,15.1 2,042.3 2,044.0 2,064.2 2,105.2 | 2,123.7 2,121.6 | 2,127.8 2,148.4 2,157.9 2,166.1
21 U.S. government securities . . ... 285.6 290.5 2938 296.1 303.2 308.3 314.6 318.9 317.2 3177 3197 371
22 Other securities . ... . 187.5 196.2 205.0 200.1 198.3 198.1 193.7 194.1 194.4 195.2 196.8 197.0
23 Total toans and lease oo 152006 | 1,528.4 0 11,5435 | 1,547.8 1,562.6 | 1,598.7 | 1,615.4 | 1,608.6 | 1,616.2 1,635.4 | 1,64]1.4 1.651.9
24 Commercial and industrial . . .. 512.1 SI12.8 Si6.1 517.8 525.2 5443 552.4 5567 554.5 556.5 §57.8 559.3
25 Bankers avceptances held?, . 6.2 6.3 6.7 H.6 6.6 6.7 6.7 6.7 6.2 6.4 6.7 6.9
26 Other commercial and
industrial 506.0 506.5 509.4 511.2 SI18.5 S37.6 545.8 545.0 548.3 550.0 S50.8 5524
27 U.S. addr 496.8 497.3 500.2 502.1 509.5 S28.8 537.1 536.3 539.9 541.6 542.4 543.7
28 Non-U.S. add 9.2 9.1 9.2 9.1 9.1 8.8 8.7 8.7 8.4 8.4 8.4 8.7
29 Real estate 458.4 464.9 469.9 4751 430.7 489.9 499.3 503.1 509.8 S516.7 525.4 536.5
30 Individual .. . 305.2 307.9 3108 s 3137 317.8 7.9 314.7 3133 314.4 It4.8 313.2
3l Security . ... 42.7 40.7 41.3 378 40.4 40.9 .4 375 38.6 45.1 42t 43.2
32 Nonbank financial
institutions . ... 34.5 34.8 35.6 356 35.4 36.4 35.7 338 338 348 4.9 34.0
33 Agricultural. . 4.0 339 337 331 322 314 30.5 29.8 29.2 288 29.1 29.6
34 State und political
subdivisions ... ... . 599 60.1 60.0 59.3 58.7 57.9 §7.8 7.2 56.9 S6.¢ 852 4.4
35 Foreign banks............... 10.3 9.9 10.3 10.0 1.t 10.9 10.7 10.5 9.7 9.5 9.6 10.0
36 Foreign official institutions 6.1 6.1 6.0 6.0 5.9 5.8 5.9 6.1 6.7 6.7 58 5.3
37 l.ease financing receivables. .. 20.5 20,6 21.0 21.5 21.8 222 22.4 224 22.5 22.7 229 23.0
38 Allotherloans.... ... ... ... 36.8 36.8 39.0 9.1 18.6 41.3 43.3 41.6 411 44.2 44.1 4315

1. These data also appear in the Board's (3.7 (407) release.

2. Excludes loans to commercial banks in the United States.

3,
4. United States includes the 50 states and the District of Columbia.

fncludes nonfinancial commercial paper held.



1.24 MAJOR NONDEPQSIT FUNDS OF COMMERCIAL BANKS'

Monthly averages, billions of dollars

Commercial Banking Institutions

Al7

1986 1987
Source
July Aug. Sept. Oct. Nov. Dec. Jan.r Feb. Mar. Apr. May June
Total nondeposit funds
1 Seasonally adjusted? . .. 136.1 137.9 142.6 140.5 144.2 1449 153.5 157.57 161.6 157.57 165.47 160.7
2 Not seasonally adjusted 132.9 137.8 141.9 139.5 145.7 145.0 153.0 160.1* 163.9 157.6" 166.27 158.1
Federal funds, RPs, and other
borrowings from nonbanks?
3 Seasonally adjusted .. .................. .. 165.5 167.4 166.9 167.8 166.0 164.0 169.1 169.47 167.8 167.7 165.57 162.6
4 Not seasonally adjusted .. 162.4 167.3 166.2 166.9 167.5 164.1 168.6 172.00 170.1 167.8 166.2 160.0
5 Net balances due to foreign-related
institutions, not seasonally
adjusted ... Lo -29.5 -29.5 -24.3 =273 -21.8 -19.1 -15.6 -11.97 6.2 —10.2" N} 1.9
MEMO
6 Domestically chartered banks’ net
positions with own foreign
branches, not seasonally
adjusted? ........ ... -338 --31.2 -29.2 -39 ~28.7 -30.7 -26.1 -23.770 =211 <2297 ) —15.6" -15.6
7 Gross due from balances . ce 739 8.2 74.0 73.5 70.8 734 7.6 68.37 66.1 70.5" GRS 67.1
8 Grossduetobalances.................... 40.1 44.0 44.8 41.6 42.1 42.7 45.5 44.6 45.0 47.6 S2.97 5i.S
9 Foreign-related institutions’ net
positions with directly related
Institutions, not seasonally
adjusted® ......... 4.3 1.7 4.9 4.6 6.9 11.6 10.5 11.8 14.9 12.7 15.5 13.7
10 Gross due from balanc . S 64.2 66.3 67.9 68.3 68.7 70.8 75.0 729 711 72.6 75.4 77.1
11 Grossdue tobalances.................... 68.6 67.9 72.7 72.9 75.6 82.5 85.5 84.7 86.0 85.3 90.9 9.8
Security RP borrowings
12 Seasonally adjusted® ............... ... .. 95.2 95.9 95.9 97.0 96.9 97.0 99.2 95.5 92.5 95.3 95.1 96.4
13 Not seasonally adjusted . ................. 92.0 95.8 95.2 96.1 98.5 971 98.7 98.1 94.8 95.4 95.9 93.8
U.S. Treasury demand balanc
14 Seasonally adjusted .. .. .. 15.4 14.5 16.5 17.1 232 212 213 23.2 17.7 20.7 26.1 27.8
{5 Not seasonally adjusted . 16.8 1.1 18.2 15.3 15.3 19.2 27,5 28.6 17.1 21.6 30.8 25.5
Time deposits, $100,000 or more*‘
16 Seasonally adjusted ...................... 341.1 3443 344.17| 342,57 34327 3456 350.1 3511 354.1 359.8 366.2 REPR ]
i7  Not seasonally adjusted .. ................ 3383 344.0 345.5 343771 343971 M7 3513 353.2 356.4 357.) 364.7 369.7

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

2. Includes seasonally adjusted federal funds, RPs, and other borrowings from
nonbanks and not seasonally adjusted net Eurodollars.

3, Other borrowings are borrowings on any instrument, such as a promissory
note or due bill, given for the purpose of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and from foreign

banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in pooled loans,
4. Averages of daily figures for member and nonmember banks.
5. Averages of daily data.

6. Based on daily average data reported by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at

commercial banks. Averages of daily data.

8. Averages of Wednesday figures.
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1.25  ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS  Last-Wednesday-of-Month Series!
Billions of dolfars
1986 1987
Account e e T — — e ——
Aug. Sept Oct. Nov. Dec. Jan. lieb. Mar Apt May June
AL COMMERCIAL BANKING
INS1ITUTTONS?
1 Loans and securitics. ... ... ... 2,164 .8 2.179.7 2.083.2 2,227.3 2.314.3 2,284.8 22794 2,279.2 2.306.2 2,318.9 2.312.6
2 lnv:'.stmcul securitics . 460.0 169.4 471.9 475.4 479.6 482.2 484.7 486.2 492.5 495.4 493.0
3 ‘Treasury securities 2729 276.6 282.8 287.3 292.6 296.1 2988 299.5 305.1 307.0 303.2
4 ()ihu ....... 1871 192.8 189.1 8. 187.0 186.t 18S9 186.7 187.5 188.4 189.8
S Trading account assets | 29.3 27.9 26.0 28.1 27.8 26.4 29.0 25.2 233 214 20,1
6 Total loans ... .. . 1.675.6 1,682.4 1.685.3 1.723.8 1,807.0 1,776.3 1.765.6 1,767 .8 1,790.3 1,802.1 1,799.6
7 Interbank loans .. 145.5 139.8 1412 1547 168.9 160.1 156.7 154.3 151.8 160.4 151.0
8 Loans excluding llllulmnk ....... 1,530, 1,542.5 1,544, 1.569.1 1,638.1 1,616.2 1,6U8.9 1,613.5 1,638.5 1,641.7 1,648.6
9 Commercial and industrial . . S13.8 SI1S.9 S17.2 5249 S68.2 S5t S51.8 555.3 5888 S58.2 558.3
10 Real estate ..o 466.5 470.5 476.2 481.8 497.8 4999 S03.5 5107 519.0 527.4 538.5
11 Individual ... 0 3088 312 328 RIL A 320.4 7.0 3147 3131 315.2 314.8 328
12 Allother ..o oo 241.0 2449 237.8 248.2 252.0 248.3 239.2 2344 248.9 2413 239.0
13 Yotal cash assets ... ... o 208.3 1993 203.5 2270 273.7 214.4 206.3 203.8 209.7 230.8 2132
14 Rescrves with Federal Reserve Banks 28.3 28.2 316 2.2 41.2 33.4 284 RN 29.8 37.9 33.8
15 Cashinvault ..o oL 237 2.9 238 22.2 257 237 235 29 24.0 251 24.2
16 Cash items in pmu ss of collection . 73.5 66.2 66.2 86.5 1.3 74.5 71.4 68. 1 74.5 81.3 74.4
17 l)u!mnd balances at .S, dq\mllnl)
wstitulions ©..o oL 4.0 R RRW 8.3 433 4.0 330 327 139 RY 304
18 Other cashoassets .o oo o000 L 48.7 49.2 49.0 479 §2.3 48.8 50.1 49.0 47.5 49.3 49
19 Other assets . ..., 194.8 201.4 198.6 202.2 2248 2013 2001 2021 204.0 2087 204.1
20 Total assets/total liabilities and capital .. .| 2,567.8 2,580.4 | 2,585.3 2,656.5 2.812.8 | 2,700.5 2,686.8 | 2,685.2 2,719.9 | 2,758.¥% 2,729.9
21 Deposits ..o 18376 1.834.5 1.847.1 1,900.2 20180 1,898.3 1,895.5 1,899.6 1,919.5 1.939.1 1,923.8
22 Transaction dcpmll\ ......... 548.7 S38.9 S48.8 596.3 6911 577.8 569.2 368.8 590.7 5969 578.3
23 Savings deposits . 499.2 S0S.S S16.4 5229 535.0 532.3 535.9 539.7 5351 538.6 535.0
24 Time deposits. . 792.6 1901 782.2 7811 791.9 T88.2 790.3 791.2 793.06 B(O3.6 810.5
25 Borrowings. ... .. 379.8 RIN 1833 3974 414.5 432.7 425.6 414.9 4227 435.6 428.2
26 Other liabilities ... .. 173.% 76.3 175.7 180.0 199.6 188.0 184.6 188.7 195.2 200,37 200.5
27 Residual (assets less liabilities). . 176.7 178.1 179.2 178.9 180.6 181.5 181.2 181.9 182.5 1833 177.4
MEMO
28 U8, government securities (including
trading account) . P 290.6 2032 299.5 3048 308.4 314.5 3201 3167 3189 320.6 3185
29 Other securitics (mulmimg lmdm),
account). ..o 198.7 204.1 198.4 198.8 198.9 194} 193.7 194.7 196.9 196.1 197.6
DOMESHCATLY CHARTERLD
COMMELRCIAL Banks?
30 Loany and securities. ... o 2,034.6 2,044.8 2,052.1 2,094.7 2.154.4 2,136.7 130.3 21217 2,146.9 2,156.2 2,151.0
3 Investment securities | 443.0 450.5 452.9 4574 459.3 461.5 463.3 463.6 470,01 471,58 469.0
32 U.S. Treasury seetrities 205.0 267.9 273.6 279.0 283.0 286.8 289.2 289.4 295.2 2967 2038
RR) Other .. oo o 178.0 182.5 179.3 178.2 176.3 174K 174.1 174.2 174.8 174.8 175.8
M Trading account 293 279 26.0 281 27.8 26.4 29.0 252 233 214 2001
35 Total loans 1.562.3 t566.4 1.573.2 1.609.5 1,667.3 1,648.8 1.638.0 1.632.9 1.653.6 1,663.3 1,661.3
16 Interbank loans . . 119.7 1156 188 1320 137.9 134.3 130.5 124.1 124.2 128.6 121.5
37 Loans excluding interha 1,442.7 1.450.8 1,454.3 1,476.4 1,529.5 1,514.5 1,507.5 1,508.% 1,529.3 1,534.7 1,539.7
38 Commercial and industrial . 449 4 4481 449.0 455.7 488.2 478.5 474.1 474.6 473.5 4783 471.9
19 Real estate . 460.4 464.3 470.0 4751 490.3 493.2 497.0 S04.1 512.0 5203 531.8
40 Individual .. 308.5 310.9 3125 RIRE | 32001 3167 314.4 327 A9 3145 RIPAN]
41 Altother ... oo o 224.4 227.5 2227 231.8 230.9 229.2 2219 2t7.4 229.0 2247 2238
42 Totab cashoassels oo o oo oo (91,2 I82.5 185.6 2100 253.8 196.6 188.9 186,95 192.5 2132 195.4
43 Ruuws with Federal Reserve Banks 26.6 26.9 29.7 298 349.7 31.2 27.1 29.7 27.2 359 2.1
44 Cash in vanll ................. . 237 29 235 2.2 25.7 23.6 238 22.8 24.0 25.0 240
45 Cash items in process of u)llulmn 734 658 65.6 86.1 116.9 74.0 71.0 67.7 74.0 80.9 739
46 Demand balances at U.S. dapmnm.\
institutions ..o L 32.4 30.9 3.3 16.3 40.8 32.2 31 3.1 319 35,1 29.4
47 Other cash assets oo oL 35.8 36.0 15,9 KRN () 36.4 356 36. 35.2 5.4 36.2 359
48 Other assets ... ..., 139.3 1435 141.0 141.6 165.0 141.5 144.0 1434 144.4 143,17 134.8
49 Total assets/total liabilities and capital . .. 2,365.0 2,370.8 2,378.7 2,446.3 2,572.8 2,474.8 2,463.2 2,451.5 2,483.8 2,812.5 2,481.1
SO Deposits oo 1.784.2 1.779.3 1.792.8 1,844.8 1.957.0 1.840.8 { 838.2 1.840.7 1857t L R76.5 1 K619
St Transaction deposits. 537.6 530.6 540.9 SBE.2 682.2 569.4 5613 $60.5 SR2.2 S88.4 569.8
52 Savings deposits .. 497.4 S03.7 S14.1 520.8 $33.0 530.3 5339 537.7 533.1 536.6 543.0
S Time dgpn\llsv - 749.3 745.0 737.7 7358 741.8 7411 743.0 742.5 741.8 51,4 759.1
54 Borrowings . 2096.8 306.9 3013 314.1 3229 3417 336.1 319.1 3282 33701 328.5
55 Other Ildblllllu . N 110.5 109.6 108.6 17 115.5 114.0 110.8 113.0 1191 1188 116.4
56 Residual (assets less Babilities) o0 173.5 174.9 176.0 175.8 177.5 178.3 178.1 178.% 1794 180.2 174.3

1. Data have been revised because of benchmarking to new
Back data are available from the

new seasonal tactors beginning fuly 1985

Call Reports and

condition report data. Data for other banking institutions are ¢stimates made for
the last Wednesday of the month based on a weekly re porting saimple of foreign-

Banking Section, Board of Governors of the Federal Reserve System, Washing-
tun, D.C., 20851,

lu,mu are purtly estimated. They include all bank-premises subsidiaries and
other significant majority-owned domestic subsidiaries. Loan and sccurities data
for domesticallty chartered commerciul banks are estimates tor the last Wednes-
day of the month based on a sample of weekly reporting banks and guarter-end

refated institutions and quarter-end condition reports.

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

3. fnsured domestically chartered commerciat banks include all member banks
and insured nonmember banks.



Weekly Reporting Commercial Banks A19

1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on
December 31, 1982, Assets and Liabilities

Millions of dollars, Wednesday figures

1987
Account

Apr. 29 May 6 May 13 | May 20 | May 27 | June 3 June 10 | June 17 | June 24
t Cash and balances due from depository institutions . ....... ... 499,258 99,0937 100,312 94,5891 114,368 105,389 100,069 | 103,833 102,919
2 Total loans, leases and securities, net. .. ... .................. 1,016,966 (1,019,493 (1,007,593 (1,021,292 [1,014,493(1,019,250 (1,008,491 (1,008,924 | 999,225
3 U.S. Treasury and government agency . . A oo b 110,969 ) 111,2987 ] 110,477 12,136 | 111,722 111,940 110,809 104,782 107 910
4 Trading account ........... . ... ... e RN 13,847 13,6957 12,705 14,496 13,612 13,449 12,900 13,102 12,286
S Investment account, by maturity. ............. ... ... A 97,123 97,603 97,772 97,640 98,110 98,490 97,908 96,680 95,624
6 Oneyzarorless .............. 15,293 15,261 15,062 15,095 14,817 15,566 15,396 14,956 15,547

42,055 43,314 43,348 44,825 44,760 44,422 44,201 44,118 43,106
39,774 39,0287 39,361 37,720 38,533 38,503 38,312 37,606 36,970
69,313 69,1607 | 68,619 68,245 68,1807 67,805 68,013 68,203 68 888

7 Over one through five ye.
8 Over five years ........,
9 Other securities. . ..
0

10 Trading account . ... R 4.946 4,617 4164 3,801 36817 3,189 3,369 3,547 4,161
11 Investment ACCOUNT . ... ...\ttt 64,367 64,543 | 64,456 64,444 64,499 64,616 64,644 64,655 64,726
12 States and political subdivisions, by maturity . S1,528 51,333 51,348 51,338 51,394 S{ 188 51,096 §1,038 50,920
13 Oneyearorless ....................... 6,629 6,604 6,566 6,515 6,501 6,428 6,360 6,347 6,248
4 Over one year . ... 44 899 44,729 44,782 44,823 44,893 44,760 44,736 44,691 44,672
s Other bonds, corporate stocks, and securitie R 12,840 13,2100 13,107 13,106 13,105 13,428 13,548 13,617 13,807
16 Other trading ACCOUNE @SSETS ... .ot 4,535 4,3857 4,819 4,469 4,045 3,875 4,208 4,315 3,622

17 Federal funds sold!. ... ..o 60,379 | 64,0067 56,248 64,0601 61,706/} 69,204 60,292 61,583 59,545
I8 To commercial banks....... ... ... ... .. 35,833 37,7887 32,242 3586571 35,8491 41,147 32,054 35,604 33,816
19 To nonbank brokers and dealers in s . . . 16,539 18,006 16,655 18,588 17,494 20,485 20,378 19,099 18,892
20 Toothers ............ccociiiiiiii. e .. 8,007 8,212 7,351 9,607 8,364 7,573 7,860 6,880 6,837

21 Other loans and leases, gross....................oovi... S| 793,930 [ 792,9247| 789,7917| 794,8637 792,906 794,123 | 792,899 [ 795,132 | 790,412
22 Other loans, gross. ... ... N L1 775326 | 774,333 771,1967) 776,26371 77422871 775,372 | 774,102 | 776,065 | 771,304
23 Commercial and industria 277,296 | 278,6337| 277,1687| 280,5127 278,8527| 278,671 | 278,113 | 277,273 | 275.444
24 Bankers acceptances and commercial paper .. 2,247 2,475 2418 2,514 2,214 2,t62 2,500 2,547 2,456
25 All other......... L. 275,049 | 276,1587| 274,7537| 277,998 276,6387| 276,509 | 275,613 | 274,767 | 272,988
26 U.S. addressee: S 270734 | 272,8167 | 2714600 | 274,653 27334271 273,321 | 272,408 [ 271,596 | 269,821
27 Non-U.S. addressees ... ..o e, 3,318 3.341 3,293 3,344 3,29 3,188 3,204 3,17t 3,167

28 Real estate foans........ .. ... .. ... .. oo 221,383+ 222 34471 223,827 2258167 225,8977| 226,902 1 227,862 | 230,323 { 230,075

29 To individuals for personal expenditures 141,928 | 141,4677| 1414097} 141, 1147 141,126/ 141,142 141,210 [ 140,701 141,032
30 To depository and financial institutions .. .. .. 53,490 54,628" 54,3537 54,154 53,7147 52,729 53,134 52,914 51,072
31 Commercial banks in the United States . 23,356 23,0977 23,2337 22 835 23,6457 22,451 22,142 21,468 20,870
32 Banks in foreign countries .......,......... 4,561 5,109 4,556 4,920 4,949 5,035 5,338 5,266 5,159
33 Nonbank depository and other financial institutions . . 25.573 26,422 26,564 26,398 25,121 25,243 25,655 26,180 25,042

34 For purchasing and carrying securities. ............ 20,435 16,577 15,234 15,299 14,465 15,771 15,162 14,835 14,377

15 To finance agricultural production. ..., . 5,318 5.367 5,389 5,478 5,475 5,525 5,522 5,604 5,638
36 To states and political subdivisions. . ....... 33,533 33,2887 33,237 332600 332071 33,042 32,933 33,097 32,633
37 To foreign governments and official institutio .. 3,045 3,11 2,984 2,990 2,905 2,969 2,967 3,084 2,980
38 Allother.............. .0 .. .. 18,897 18,9187 17,601 17,640 18,5857 18,620 17,198 18,233 18,054
L.ease financing receivables ... .. S .. 18,604 18,590 18,594 18,599 18,678 18,751 18,798 19,067 19,109
.Ess: Unearned income ... ... o .. 4,495 4,455 4,470 4,480 4,473 4,443 4,462 4,468 4,487

Loan and lease reserve 17,667 17,824 17,891 18,001 19,594 23,255 23,269 25,623 26,665
42 Other loans and leases, net. . . R 771,769 | 770,6447 | 767,4307| 772,38171 768,839 766,426 | 765,169 | 765,041 759,261
43 AN Other aSSetS .. oottt e {25,988 | 124,8787 124,043 | 120,838 126,350/ 125030 [ 119,834 | 120,582 | 123,222

44 Total @SSES. . ..ot 1,242,212 |1,243,4647 |1,231,948" (1,236,7197|1,255,2117{1,249,670 |1,228,394 (1,233,340 |1,225,365

228,895 | 226,20571 217,924/ 227,9001 231,7337| 232,077 | 221,688 | 229,294 | 221,676
176,883 | 174,649 | 172,11171 176,9807| 179,457"| 177,630 | 173,787 | 178,798 | 167,345
585 5913 4,763 5,226 5,478 5,042 4,961 6,228 5.476
4,378 2,335 1,253" 4,083 1,288 4,555 2,578 1,875 3,030
23,857 25,570 23,3557 24,988 27,6487 26,695 24,292 24,815 23,444
6,338 6,846 5,892 6,324 6,774 6,358 6,502 5.889 7,776
1,076 1,148 959 922 1,128 1,012 1,059 1,262 979
10,777 9,743 9.591" 9,377 9,960 10,784 8,507 10,427 13,627
60,280 60,165 58,996 59,331 59,148 61,650 60,902 60,568 58,552
S16,208 | 517,195 | 518,242 | 520,744 | 523,20) | 526,378 | 526,835 | 526,483 | 525,447
478,130 | 478,411 | 479,174 | 480,996 | 483,352 [ 486,341 | 487,047 | 487,083 | 486,308
26,698 27.313 27,514 28,099 28,107 28,303 28,205 27,749 27,522

45 Demand deposits. ... oo
46 Individuals, pa ps, carporations. .
47 States and pUlltchﬂ subdivisions ...........
48  U.S. government............. ...
49 Depository institutions in United Stat
50  Banks in foreign countries .........
51 Foreign governments and offi
52 Certified and officers’ checks
53 Transaction balances other than demand depos
54 Nontransaction balances ....................
55  Individuals, partnerships and corporations
56  States and political subdivisions ..... ...

57 U.S.government............... ..., 791 876 880 896 897 920 897 897 888
58  Depository institutions in the United States .. ... 9,698 9,722 9,791 9,860 9,934 9,900 9,778 9,770 9,890
59 Foreign governments, official institutions and banks 890 873 883 892 911 914 907 983 839
60 Liabilities for borrowed money 253,928 | 264,402 | 257,996 | 254,111 | 261,3017| 255,757 | 247,797 | 250,416 | 248,635
61 Borrowings from Federal Reserve Banks . .. 156 1,075 4} 844 0 0 0 0 0
62 Treasury tax-and-loan notes ........ ... ... ...... .. 20,764 20,980 20,633 20,865 20,549 13,364 11,330 20,240 20,766
63 All other liabilities for borrowed money?........... .| 233,008 | 242,347 | 237,364 | 232,402 | 240,7527| 242,393 236,467 | 230,176 | 227,869
64  Other liabilities and subordinated note and debentures........ 94,408 86,587 89,4917 85,5331 90,7967 89,354 86,130 84,013 88,725
65 Total liabilities .. .............. ... ... (,153,720 |1,154,5547 [1,142,650" [1,147,6197|1,166,1797|1,165,216 (1,143,351 [1,150,776 |1,143,035
66 Residual (total assets minus total liabilities 88,492 88,9107 [ 89,299 89,100 89,032 84,454 85,043 82,564 82,330
Memo
67 Total loans and leases (gross) and investments adjusted. ... . ... 979,939 | 980,888/ | 974,478 | 985,074 | 979,0667| 983,351 982,025 1 981,943 | 975,690
68 Total loans and leases (gross) adjusted?. . .............. Lo | 7950021 | 796,044 | 790,563 800,223 | 79511977 799,730 | 798,995 | 799,643 | 795,271
69 Time deposits in amounts of $100,000 m more. Lo 159,599 1 159,952 1604857 162,880 | 164,502 165,648 165,823 165,979 166,684
70 l.oans sold outright to aﬂllm!cx—-tot.xl ,,,,,,, .. 1,685 1,722 1,698 1,703 1,677 1,581 1,568 1,597 1,621
71 Commercial and industrial . 1,215 1,177 1,141 1,116 1,0907 1,023 1,009 1,032 1,051
T2 Other. ... ..o .. 470 S46r 558 5887 5887 558 559 564 570
73 Nontransaction savings deposits (including MMDAs) . ..., 230,211 | 230,838 | 230,884 | 230,901 | 231,157 | 232,488 | 232,182 | 231,262 | 229,087
. Includes securities purchased under agreements to resell. 4. Exclusive of loans and federal funds transactions with domestic commercial
2. Includes federal funds purchased and securities sold under agreements to banks.
repurchase; for information on these liabilities at banks with assets of $1 billion or 5. Loans sold are those sold outright to a bank's own foreign branches,
more on Dec. 31, 1977, see table [.13. nonconsolidated nonbank affiliates of the bank, the bank’s holding company (if
3. This is not a measure of equity capital for use in capital-adequacy analysis or not a bank), and nonconsolidated nonbank subsidiaries of the holding company.

for other analytic uses.
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128 LARGE WERKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions ol doilars, Wednesday figures except as noted
1987
Account [y T T T e m e s
Apr. 29 May 6 May 13 | May 20 | May 27 June 3 June 10 [ June 17| Jone 24
{ Cash and balances due from depository institutions, | 24,078 23,228 22,904 21,202 28,872 25,602 26,669 23,217 29,880
2 “Total loans, leases and seeurities, net! ... ... . 226,815] 229,013 221,084 227461 | 223,290 223,501 | 219,222| 218,048 216,253
3 U.S. Ilm\luy and | rovernment agency? L 0 ( [} 0 [¢] 4] 0 4] 0
4 CFrading account® Lo L B N [} [} 4} ( 0 ] QO 4] 0
S Investment account, by nmlml(y 14,218 14,100 14,038 14,382 14,081 14,483 13,931 13,863 13,865
6 One yearor less.. oo oo 1,538 1,532 1,483 1,791 1,384 1,786 1,348 1,259 1,249
7 Over one through five 5,135 .78 S 70 5,687 5,680 5,616 5,638 5712 5,666
H Over five years. ... 7,547 7.390 7.385 6,904 7,013 7,080 6,946 6,892 6,950
Y Other seeurities? 0 0 0 0 0 0 0 0 0
10 Trading account? 0 ] [} 1] 0 0 } 4] 0
i livestiment aceount . . 16,527 16,471 16,453 16,428 16,496 16,507 16,494 16,533 16,550
12 States and ]1U|IIIL<\| \ulvdn/mnus by maturity 13,955 13,920 13,966 13,963 14,010 14,036 13,989 13,970 13,939
13 One yewrorless. oo e 1,395 1,404 1,392 1,388 1,386 1,380 1,348 1,32 1,262
14 Over one year .. . . 12,560 12,516 12,574 12,5875 12,625 12,656 12,640 12,641 12,677
N Other bonds, corporate \lud\s and securitics 2,572 2,550 2,487 2,468 2,486 2.471 2,508 2.563 2,610
16 Other trading account assets oo oo 0 0 0 0 0 [ O 0 0
Louans and leases
17 Federal Tunds sold? . P . 26,681 30,730 24,226 28,361 26,007 28,358 26,984 25,812 26,621
I8 To commercial biiks . . . 11,837 13,796 8,895 10,919 9,432 10,875 8838 10,305 10,861
19 [n nonbank brokers and AILML[\ in \L{H] itics R.456 9,974 9,338 10,500 10,235 12,100 12,759 11,153 11,458
20 S 6,388 6,960 5,992 6,942 6,340 5,383 5,386 4,354 4,305
21 Other loans and leases. ;,m\\ . P, 175,959 174314 173.0371 (74972 | 1749797 (175252 172,978 173931 171,637
22 Other loans, gross ... e [70,302] 169,643 168,375 (70,289 [ 1702381 (70,487 168,193 (69,203 (66,888
23 Commercial and industrial .00 . 6118 61,790 61,721 63,360 62,272 62,101 61,489 61,367 59,784
24 Bankers acceptances and commereial papu 590 677 706 744 538 532 606 557 S8
28 All other ..., 60,527 61,113 61,014 62,616 61,734 61,569 60,883 60,810 59,246
26 LS. dd(l[g\\(t 60,096 60,656 60,554 62,1316 61,240 01,096 60,384 60,325 58,740
27 Non-t.S. addr 41 458 400 419 494 474 499 488 506
28 Real estate loans .. ..., ... 40,895 41,20t 41,599 42,297 42,427 43,060 43228 43,497 43,676
29 To individuals for personal expe H(lllll[L\ 204,908 20,940 20,949 20,716 20,781 20,777 20,827 20,939 20,948
30 l'o depository and financial institutions A 21,7192 22,275 22,086 21,438 22,224 21,112 21,073 21,356 21,226
3 Commercial banks in the United States .. 0o oo 12,341 (2,259 12,294 12,028 12,747 (1,6u4 11,261 11,327 11,422
3 Banks in toreign countries ... ... 2,368 2,667 2,258 2,429 2,556 2,703 2,929 3,007 2,792
33 Nonbank depository and other financial mslnulmm e 70107 7,349 7,536 6,979 6,920 6,716 6,884 7,022 7,012
4 For purchasing and carrying securiti L. AU 11.265 7,902 7.512 7,828 7,418 8,340 7,464 7130 6,310
s To finance agricultural production ..o o 248 252 257 287 273 270 27 290 279
16 To states and political subdivisions . ... ... [P 808K 8,024 8,024 8,036 8,075 ¥,027 7,987 7,888 7,876
7 To foreign governments and oflicial institutions . 882 926 787 828 737 794 824 918 806
38 Allother ... o0 6,108 6,333 5,440 5,533 6,031 6,004 5.026 5,817 S.981
39 [ease financing receivables . 4,657 4,671 4,662 4,083 4,741 4,765 4,785 4,728 4,750
40 [ess: Unearned income. ... 1,485 1,467 1,470 1,479 1.482 1,479 1.487 1,492 1,499
41 Loan and lease reserve 5,085 5,135 3,199 5,203 6,790 9,620 9,678 10,599 10,920
42 Other loans and lcases, net ... .. 169389 167,712] 166368 | 168,290 | 166,706 | 164,153 1618131 161,840| 159,218
43 All other . e 62,9000 61,003 59.961 59,002 63,854 59,339 56,655 57,570 59,263
44 Total assets ... ... oL 313,793 313,242 303,950 | 307,605 | 316,016 308,442 | 302,546 298,835 305,397
Deposits
45 Pemand deposits oo 59,405 58,373 52,845 59,437 60,741 58,091 56,444 59,130 62,713
46 Individuals, pdllnu\hl])\ ‘md unpnmtmm .. 41,385 40,351 37,095 41,469 42,065 39,131 39,400 41,208 40,254
47 States and political subdivisions. .. ... o o e 556 K48 518 682 61s 636 667 04 689
48 ULS. pgovernment. ..o 713 370 112 809 189 869 417 170 525
49 Depository institutions in the United States 57N 6,130 5,120 6,484 6,550 6,201 6,100 5947 6,084
50 Banks in foreign countries . ... . 5,176 5.674 4,763 5,140 5,558 5,210 5,375 4,789 5,647
S1 Foreign governments and official institutions . o 917 1008 M7 798 965 8RO 927 1,120 837
52 Certified and officers’ cheeks oo 4,886 3,990 4,441 4,053 4,800 S,164 3,558 S.191 8,676
$3 Fransaction balances other than demand deposits
ATS. NOW, Super NOW, telephone transters) ..., ... 8,135 8,023 7865 7,950 7,858 8,210 8,137 8,197 7868
Sd4 Nontransaction bulances . . . 98,093 98,562 98,342 49 425 99,940 100,106 499,279 99,024 98,586
SS individuals, partnerships and corporations. K9, 705 £9,866 BY,563 90,350 0,799 91,118 90,351 90,222 89,880
S6 States and political subdivisions. .. ... .. 6,123 6,494 6,558 6,838 6,908 6,813 6,850 6,807 6,698
S7 0 U.S. government 31 25 25 2 28 26 24 24 26
58 Depository institutions in the United States .., .. L 1,752 1,712 1,722 1,729 1,714 1,633 1,566 1,512 1,536
59 Foreign governments, official institutions and banks . ... 482 465 473 476 492 496 488 438 446
60 Fiabilities for borrowed money ... ..o . 73,209 78,771 73,061 71,971 75,998 76,753 76,569 72216 73,082
ol Borrowings from Federal Reserve Banks . 0 SO0 0 430 0 4] [{] Q0 0
62 Treasury —and-loan notes ... 5,244 5,242 4,995 5,219 5,154 3,132 2,853 4,939 S,11S
63 All other liabilities for borrowed monuy 67,965 73,029 68,0065 66,322 70,844 73,620 73,716 67,277 67,966
64 Other liabilities and subordinated note and dd)uumu 45,586 39,900 42,134 39,153 41,760 39,780 36,498 35,628 38,195
65 Total linbilities ... . 284,429 283,630| 274,246 277,936 | 286,297 | 282,940 | 276,926 274,195 280,443
66 Residual (1otal assets minus toal liabilities)® . ... .. ... ..., 29,365 29,612 29,704 29,729 29719 25,502 25,620 24,640 24,954
Memo
67 Total loans and leases (gross) wnd investments adjusted!? 209,237 209,560, 206,565 211,196 209,384 | 212,032 210,288 208,507] 206,389
68 ‘Fotal loans and leases (gross) adjusted 178,492] 178,989 176,074 180,386 178,806 181,042 179,863 178,110 175,975
69 Fime deposits in amounts of $100,000 or more ..., 35958 36,468 36,431 17,326 37,289 37,380 36,664 36,374 36,301
1o Excludes trading account securities, 6. Not a measure of equity capital for use in capital adequacy analysis or for
2. Not available due to confidentiality. olhu analytic uses.
3. Include curitics purchased under agreements to resell. lixclusive of loans and federal funds transactions with domestic commercial
4. Includes trading account securitics. bunk\.
5. Includes federal funds purchased and securitics sold under agreements to NoT1E, These data also appear in the Board's 1H.4.2 (504) release, oy address,

repurchase,

see inside front cover.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS!  Assets and
L.iabilities
Millions of dollars, Wednesday figures

1987
Account
Apr. 29 May 6 May 13 May 20 May 27 June 3 June 10 June 17 June 24
! Cash and due from deposnury institutions . 10,282 10,654 9,951 9,863 10,168 10,217 9,552 9,725 9,957
2 Total loans and securities ............... 92,318 91,055 90,421 92,540 94,518 90,194 92,276 92,581 93,071
3 U.S. Treasury and govt. agency securities 6,728 6,716 6,461 6,712 7,051 6,913 6,670 6,772 6,487
4 Other securities . ... .................... 7.493 7,884 7,921 8,070 8,100 8,279 8,300 8,263 8,325
5 Federal funds sold?. e . 7.223 7,007 6,532 7,793 8,370 4,599 5,933 5,971 5,924
6 ‘To commercial banks in the United States 5,759 5,930 5,701 6,872 7,820 4,006 5,284 5,155 5,208
7 Toothers ................o 1,464 1,077 832 922 550 593 649 816 716
8 Other loans, gross. . ... 70,874 69,448 69,507 69,964 70,997 70,403 71,372 71,574 72,335
9 Commercial and ind 44,208 43,894 43.876 44,583 44,519 44,145 45,271 45,920 46,224
10
...... 3,H2 3,184 3,139 3,270 3,237 3,114 3,238 3.470 3,321
11 e 41,096 40,710 40,737 41,313 41,282 41,031 42,033 42,450 42,903
12 U.S. addressees. 38,835 38,438 38,467 38,945 39,006 38,516 39,525 39,860 40,258
13 Non-U.S. addressces , .. S 2,261 2,271 2,270 2,368 2,275 2,516 2,508 2,590 2,646
14 To financial institutions ............... 15,922 15,397 16,452 16,536 16,953 17,514 17,414 17,062 17,506
15 Commercial banks in the United States . 12,173 11,650 12,729 12,666 13,116 13,922 13,700 13,520 13,870
16 Banks in foreign countries. . 953 908 924 1,061 950 922 1,099 998 1,108
17 Nonbank financial institutions. . . 2,795 2,839 2,799 2,809 2,887 2,670 2,616 2,543 2,528
18  To foreign govts. and official institutions . . 839 746 657 572 595 3N 359 416 367
19 For purchasing and carrying securities . . 4,412 3,900 2,968 2,697 3,108 2,496 2,588 2,243 2,291
20 Allother ........ ... 5,493 5,511 5,554 5,576 5,825 5,877 5,740 5,933 5,948
21 Other assets (claims on nonrelated parties) . . 23,587 23,847 24,447 24,613 24,208 25,312 25,044 25,891 26,748
22 Net due from related institutions . ........ 13,753 14,863 14,246 16,921 16,283 17,704 17,167 16,626 16,431
23 Total assets ........o.oieiiiicii 139,940 140,419 139,065 143,937 145,178 143,427 144,038 144,824 146,208
24 Deposits or credit balances due to other
than directly related institutions . . . . 43,556 43,491 43,684 43,389 43,949 43,628 43,457 42,636 42,743
25 Transaction accounts and credit balances? 3,786 3,442 3,275 3,322 3,781 3,612 3,329 3,251 3,281
26 Individuals, partnerships, and
corporations . . .. 2,035 2,019 1,993 2,066 2,046 2,191 2,083 2,029 1,969
27 S 1,750 1,423 1,282 1,256 1,735 1,422 1,247 1.222 1,312
28 4 39,771 40,048 40,409 40,067 40,169 40,015 40,128 39,385 39,462
29 Individuals, partnerships, and
corporations .. ... .o 32,299 32,480 32,849 32,492 32,887 32,828 32,951 31,707 31,777
30 Other ...................... .. 7,471 7,569 7,559 7,575 7,282 7,188 7,177 7,678 7,685
31 Borrowings from other than directly
related mstitutions. . ......... ..., 54,106 53,936 50,976 58,021 55,359 57,340 56,515 56,605 55,199
32 Federal funds purchaseds .. ........... 23,451 25,553 21,121 27,050 24,053 26,274 25,071 23,759 24,010
33 From commercial banks in the
United States . 12,771 15,394 10,997 15,121 14,509 16,366 13,894 13,866 13,253
34 Fromothers ..................... . 10,680 10,159 10,124 11,929 9,544 9,908 11,177 9,894 10,757
35 Other liabilities for borrowed mnney 30,655 28,383 29,855 30,971 31,305 31,065 31,444 32,846 31,189
36 To commercial banks in the
United States .................... 26,439 24,322 25,671 26,037 26,670 26,242 26,448 27,594 25971
37 To others......... 4,216 4,061 4,184 4,933 4,635 4,823 4,996 5,252 5,217
38 Other liabilities to nonrelated parties . 27,024 27,271 27,828 28,044 27,630 28,723 28,660 29,857 30,299
39 Net due to related institutions ... .. 15,254 15,721 16,576 14,483 18,239 13,737 15,405 15,725 17,967
40 Total liabilities. .............. .. ... . 139,940 140,419 139,065 143,937 145,178 143,427 144,038 144,824 146,208
MEMo
41 Total loans (gross) and securities adjusted® 74,386 73,475 71,991 73,002 73,582 72,266 73,292 73,905 73,993
42 Total loans (gross) adjusted®. ... .., .. 60,165 58,875 57,609 58,220 58,431 57,074 58,322 58,870 59,181
. Effective Jan. 1986, the reporting panel includes 65 U.S. branches and 4. Includes savings deposits, money market deposit accounts, and time
dgLnLle of foreign banks that include those branches and agencies with assets of deposits.
$750 miltion or more on June 30, 1980, plus those branches and agencies that had 5. Includes securities sold under agreements to repurchase.
reached the $750 million asset level on Dec. 31, 1984, 6. Exclusive of loans to and federal funds sold to commercial banks in the
2. Includes securities purchased under agreements to resell. United States.

3. Includes credit balances, demand deposits, and other checkable deposits.
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1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations'

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

Commercial banks
‘T'ype of holder 1985 1986 1987
1981 1982 19%3 1984
Dec. Dec. Dec. Dec.
Dec. b4 Mar. June Sept. Dec. Mat.f
I All holders—Individuals, partnerships, and
corporalions. ... ... AP 288.9 291.8 293.5 2.7 321.0 307.4 3224 RRXX 3 363.6 3359
2 Financial business ... ... oo 28.0 35.4 2.8 37 323 318 2.3 15.9 41.4 35.9
3 Nonfinancial busin . 154.8 150.5 161.1 166.3 178.5 166.6 180.0 185.9 202.0 183.0
4 Consumer ... .. £6.6 859 78.5 815 #S.5 £4.0 86.4 #6.3 911 #8.9
S Foreign ......... . . L 29 3.0 13 36 3.5 34 3.0 3.3 3.3 29
6 Other ... S 16.7 17.0 17.8 19.7 21.2 21.6 20.7 222 258 25.2
Weekly reporting banks
1985 1986 1987
1981 1982 1983 1984
Dec. Dec. Dec. Dec.?
Dec. i Mar. June Sept. Dec. Mar.
7 All holders—Individuals, partnerships, and
corporrtions, .. ... 137.5 144.2 146.2 157.1 168.6 159.7 168.5 174.7 195.1 178.2
8 Financial business ... ... o oo 21.0 26.7 24.2 25.3 25.9 25.5 25.7 28.9 32.5 28.7
9 Nonfinancial busines 75.2 74.3 79.8 87.1 94.5 86.8 931 94.8 106.4 94.4
10 Consumer 30.4 39 29.7 0.5 33.2 2.6 349 35.0 37.5 36.8
11 Foreign .. .. . .. . .. 2.8 29 39 3.4 3 33 2.9 32 3.3 2.8
12 Other ........ 8.0 8.4 9.3 10.9 12.0 (LIS 1.9 12.8 15.4 5.5

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

2. Beginning in March 1984, these data reflect a change in the panel of weekly

reporting banks, and are not u)mpmab]c to earlier data. Estimates in billions of

dollars for December 1983 based on the new weekly reporting panel are: financial
business, 24.4; nonfinancial business, 80.9; consumer, 30.1; foreign, 3.1; other,
9.5.

3. Beginning March 1985, financial business deposits and, by implication, total
gross demand deposits have been redefined to exclude demand deposits due to

thrift institutions, Historical data have not been revised. The estimated volume of
such_deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weekly reporting banks.

4. Historical data back to March 1985 have been revised to account for
corrections of bank reporting errors. Historical data before March 1985 have not
been revised, and may contain reporting errors. Data for all commercial banks for
March [985 were revised as follows (in billions of dollars): all holders, -.3;
financial business, —-.8; nonfinancial business, --.4; consumer, .9; foreign, .1;
other, - .1. Data for weekly reporting banks for March 1985 were revised as
follows (in billions of dollars): all holders, - . 1; financial business, -.7: nonfinan-
ctal business, -.5; consumer, 1.1; foreign, .1; other,
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Miltions of dollars, e¢nd of period
1986 1987
. 1982 1983 1984 1985 1986
Instrument Dec. Dec. Dec. Dec. Dec.
Dec, Jan. I‘eb. Mar. Apr. May
Commercial paper (seasonally adjusted unless noted otherwise)
FAlLissuers . ... .. 166,436 187,658 237,586 300,899 331,016 A3L,016 | 337,1897 | 336,678 | 338,797 346,769 354,249
Financial companies?
Dealer-placed papert
20 Total L. 34,605 44,455 56,485 78,443 100,207 [ 100,207 ] 101,9647 [ 102,939 | 102,889 103,957 105,397
3 Bank-related (not seasonally
adjusted) 2,516 2,441 2,035 1,602 2,265 2,265 2,284 2,174 2,116 2,307 2,429
Directly placed paper
4 Total ... 84,393 97,042 110,543 135,504 152,385 152,385 [ 157,252 158,955 | 159,333 163,421 169,225
5 Bank-related (not seq
adjusted) . ... 32,034 35,566 42,105 44,778 40,860 40,860 45,085 45,722 46,634 48,604 48,41
6 Nonfinancial companies 47,437 46,161 70,558 86,952 78,424 78,424 77,973 74,784 76,575 79.391 79,627
Bankers dollar ucceptances (not scasonally adjusted)?
T Total. ... 79,543 78,309 78,364 68,413 64,974 64,974 | 65,049 65,144 66,125 66,7527 67,695
Holder
8 Accepting banks . 10,910 9,355 9811 14,197 13,423 13,423 13,224 11,828 12,294 11,180 11,176
9  Ownbills. ... 9,471 8,125 8.621 9,471 11,707 11,707 10,662 10,006 10,516 9,784 9,548
10 Billsbought ...................... 1,439 1,230 1.191 1,726 1,716 1,716 2,561 1,821 1,730 1,396 1,628
Federal Reserve Banks
11 Ownaccount ..................... 1,480 418 0 0 ] 0 0 0 0 4}
12 Foreign correspondents .. . 949 729 671 937 1,317 1,317 983 1,230 1,453 1,519 1,547
13 Others ........................ 66,204 67,807 67.881 56,279 50,234 50,234 50,843 52,087 52,255 54,05% 54,972
Basis
14 Imports into United States ........... 17,683 15,649 17.845 15,147 14,670 14,670 14,459 14,615 14,711 15,116 15,374
15 Exports from United State 16,328 16,880 16,305 13,204 12,960 12,960 12,783 12,876 13,083 13,8367 13,946
16 Allother ........................ ... 45,531 45,781 44,214 40,062 37,344 37344 37807 37,654 38,159 37,8000 18,375

1. Effective Dec. I, 1982, there was a break in the commercial paper series. The
key changes in the content of the data involved additions to the reporting panel,
the exclusion of broker or dealer placed borrowings under any master note

agreements from the reported data, and the reclassification of a large portion of

bank-related paper from dealer—placed to directly placed.

2. Correction of a previous misclassification of paper by a reporter has created
a break in the series beginning December 1983, The correction adds some paper to
nonfinancial and to dealer-placed financial paper,

3. Institutions engaged primarily in activities such as, but not limited to,
commercial, savings, and mortgage banking; sales, personal, and mortgage
financing; factoring, finance leasing, and other business lending: insurance
underwriting; and other investment activities.

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

S. As reported by financial companies that place their paper directly with
investors.

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

7. Beginning October 1984, the number of respondents in the bankers accept-
ance survey were reduced from 340 to 160 institutions—those with $50 million or
more in total acceptances. The new reporting group accounts for over 95 percent
of total acceptances activity.

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

Percent per annum

Effective date Rate Effective Date Rate Month Average Month Average
rate rate
1985—Jan, 15 1050 {1986—July 11............. 8.00 10.61 1986—May 8.50
May 20 10.00 Aug.26............. 7.50 10.50 June. .. 8.50
June 18 9.50 10.50 July ... 8.16
7.75 10.50 Aug. .. 7.90
1986—Mar. 7 9.00 8.00 10.31 Sept. 7.50
Apr. 21 8.50 8.28 9.78 Oct.. 7.50
9.50 Nov 7.50
9.50 Dec. 7.50
9.50
9.50 1987—Jan. ............... 7.50
9.50 F .. 7.50
9.50 7.50
7.75
1986~J: 9.50 8.14
B 9.50 8.25
9.10 8.25
8.83

NoTe, These data also appear in the Board's H.15 (519) retease. For address,
see inside front cover.
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.35 INTEREST RATES Money and Capital Markets
Averages, percent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.
1987 1987, week ending
Instrument 1984 1985 1986 o
Mar. Apr. May June May 29 [ June S | June 12 | June 19 | June 26
MoONFY MARKET Rates
I Federal funds!2 . 10.22 8.10 6.80 6.13 6.37 6.85 673 6.80 0.6¢ 6.70 6.75 6.79
2 Discount window lnmm\mg 8.80 7.69 6,33 5.50 5.50 5.50 5.50 5.50 5.50 5.50 S.50 5.50
Commercial papert*
3 l-month . ..o oo 10.08 7.94 6.62 6.22 .39 0.83 6.86 6.8% 6,87 6,86 6.88 6.87
4 J-month .. 10,18 7.95 6,49 6.16 6.45 6.93 6.92 6.99 6.9 6.94 6.90 6.90
S 6-month....... 10,16 8.01 6.39 6.10 6,50 7.04 7.00 742 7.06 7.06 6.94 6.94
Finance paper, dire
6 J-month 9.97 791 6.58 6.11 6.28 6.78 6.80 6.81 6.78% 6.83 6.79 6.78
7 3-month. 9.73 7.77 6.38 5.95 6.22 674 6.77 6,76 6.7% 6.82 6.78 6,71
8  6-month . 9.65 7.8 6.31 588 6.14 6.47 6.50 6.47 6.51 6.52 6.53 6.48
Bankers acupl(mu\ s6
9 I-month. 1014 7.92 6.39 6.09 6.41 6.91 6.83 6,98 6.9 6.83 6.79 6.81
10 6-month . 10.19 7.96 6.29 6.02 6.44 7.03 691 7.10 7.08 6.97 6.81 6.82
Certificates of LJL,])U\II \LLOI\LLII)’ T
1 t-month 10.17 7.97 061 6 18 6.42 6H.8! 6.84 6.86 6,85 6,84 n.81 6,80
12 Imonth . 10.37 8.08 6.52 a7 6.52 6.99 6.94 7.03 6,99 698 6.48 6.91
13 6-month 10.68 8.2§ 6.51 G618 6.65 7.24 7.15 7.33 7.28 7.26 7.06 7.08
14 Eurodollar deposits, 3-month® 10.73 8.28 6.71 6.37 6.73 7.28 7.11 7.36 7.21 7.18 7.08 7.06
U.S. Treasury bills®
Secondary market?
1S5 I-month.. ... .. 9,52 748 598 5.59 5.64 5.66 5.67 5.67 570 5.58 5.65 S.77
16 6-month. ..., .. 9.76 7.65 6.0 5.60 5.90 6.08 5.99 6.17 6.10 S.89 593 6.05
17 f-year, 9.92 7.81 6.08 5.68 6.09 6.52 6.35 6.48 6.44 6.36 6.29 6.32
Auction av LI(IL,C“)
18 3-month . 9.57 7.49 5.97 5.50 5.76 5.75 5.69 5.88 581 5.59 S.70 5.64
19 6-month ., 9.80 7.66 6.02 5.56 593 6.1 5.99 6.49 610 5.99 5.95 5.93
20 lyear.......... 9.91 7.76 6.07 5.08 5.92 6.56 6.54 n.a. n.it. 6.54 n.a n.a
CArrEAL MARKEY RATLS
U.S. Treasury notes and bondst!
Constant maturities!?
21 10.89 8.43 6.46 6.03 6.50 7.00 6.80 6.95 6.91 6.80 6.73 6.77
22 165 v.27 6.87 6.42 7.02 7.76 7.57 7.78 7.74 7.65 7.45 1.49
23 11.89 9.64 7.06 6.58 7.32 8.02 7.82 R.01 8.00 7.89 7.68 7.72
24 12.24 1013 7.31 6.79 .57 8.26 8.02 8.23 8.19 8.10 7.87 7.91
28 12.40 10.51 7.58 7.06 7.83 8.47 8.27 8.42 8.44 8,38 814 8.14
26 12.44 10.62 7.68 7.25 8.02 8.61 8.40 8.58 8.58 8.50 8,27 8.28
27 12.48 1697 7.85 n.a. n.a. n.. . n.a. n.a, n.d. n.i. N,
28 12.39 179 7.80 7.55 828 8.78 8.57 8.71 8.66 8.46 8.44
Composite!? :
29 Over 10 years (long-term) ... ... 11.99 10.78 8.14 7.62 831 8.79 8.63 873 8.79 8.70 8.49 8.52
State and local notes and bonds
Moody's seriest
30 Ao 9.61 8.60) 6.95 6.2 7.20 7.61 7.48 7.60 7.70 7.55 7.28 7.40
3 Baa A 10.38 9.58 7.76 7.25 8.29 878 8.68 8.80 8.90 8.75 8.4 8.60
32 Hond Buver \ulu” N 10 a1 7.32 6,66 7.58 8.00 7.79 8.03 7.97 7.83 7.63 7.72
Corporate bonds
Seasoned issues!e
33 Al industries ... 13.49 12.05 9.71 8.99 9,35 9.82 9.87 9.93 9.94 9.91 9.84 9.80
M 12.71 1137 9.02 8.36 8.8S 9,33 9.32 9.40 9.38 9.36 9.30 9.25
KM 13.31 11.82 9.47 R.84 9.15 9.59 9.65 9.73 9.74 9.70 9.60 9,59
36 13.74 12.28 9.958 9.13 9.306 9.83 9.98 9.98 10.01 10.00 9.97 9.94
37 14.19 12,72 10.39 9.6l 10.04 10.51 10.52 10.58 10.6] 10.58 10.48 10.43
38 Aqrated, recently “otfered utility
hond\' ............... 13.81 12.06 9.601 8.84 9.51 10.05 10,05 10.05 1014 10.04 10.00 10.03
MEemo: Dividend/price ratiol®
39 Preferred stocks. ... . 11.59 10.49 8.76 7.52 7.94 8.4] 8.31 8.55 8.37 8.34 8.29 8.22
40 Common stocks. ... 4.64 4.2% 3.48 2.90 2.99 3.02 2.92 3.03 2.9% 2.94 2.88 2.86
1. Weekly and monthly figures are averages of all calendar days, where the places. Thus, average issuing rates in bill auctions will be reported using two

rate for a weekend or holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted by
the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Ifederal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five deaters (in the
cuse of commercial paper), or finunce companies {in the case of finunce paper).
Before November 1979, maturities for data shown are 30 -59 days, 90-119 days,
and 120-179 days tor commercial paper: and 30-59 days, 90-- 119 days, and 150
179 days for finance paper.

5. Yields are quoted on a bank-discount basis, rather than an investment yield
basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated hanks. Most representative rate
(which may be, but need not be, the average of the rates quoted by the dealers).

7. Unweighted average of offered rates quoted by at least five dealers carly in
the day.

8. Calendar week average. For indication purposes omy.

9. Unweighted average ot closing bid rates quoted by at least five dealers.

10. Rates are recorded in the week in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required 1o state the
percentage yield (on a bank discount basis) that they would accept to two decimal

rather than three decimal places.

1. Yields are based on closing bid prices quoted by at least five dealers.

12, Yiclds adjusted to constant maturities by the V.S, Treasury. That is, yiclds
are read from a yield curve at fixed matuarities. Based on only recently issned,
actively traded securities,

3. Averages (to matarity or call) for all outstanding bonds neither due nor
callable in Jess than 10 years, including one very low yielding **flower™ bond.

14. General obligations based on Thursday figures; Moody's Investors Service.

15. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed guality. Based on figures for Thursday.

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

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and § years of
call pratection. Weekly data are based on Friday quotations.

18, Standard and Poor’s cotporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

Noe, These data also appear in the Board's TS (519) and G.13 (415) releases.
For address, see inside front cover,
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1.36  STOCK MARKET Selected Statistics
1986 1987
Indicator 1984 1985 1986
Oct. Nov. Dec. Jan. l'eb. Mar. Apr. May June
Prices and trading (averages of daily figures)

Common stock prices

1 New York Stock l'xdmm,(
(Dec. 31, 1965 = 5()) ,,,,,,,,,,,,,,,,,,, 92.46| 108.091 136.00 136.74 | 140.84 | 142,12 IS1.17| 160.23 166.43 163 .88 163.00 169.58
2 Industrial ... .. 108.01] 123.79} 155.85 156.56 | 162.10 | 163851 [75.60( (89.17 198.95 199.03 198.78 | 206.61
3 Transportation . 85.63 1 104.11] 119.877 | 120.04 | 122.27 | 121.26| 126.61[ 13549 138.55 137.91 141.30 150.39
4 Ut)llty ........ 46.44 56.751 71.3¢ 7338 7577 76.07 78.54 7819 77.15 72.74 71.64 74.25
5 linance . .. 89281 114211 t47.197 | 143891 142,97 | 144.29] 153.32} (5841 162.41 150.52 1 14597 152.73
6 Standard & POOI 5 C mp()ldlmn (1941-43 — 10}' Lo 16050 186.84 | 236.34 | 237.36{ 245.09 | 248.61 | 264.51] 280.93} 292.47 289.32 | 289.12 | 301.36
7 American Stock Exchange?
(Aug. 31, 1973 = 50). .. 207.96| 229.10] 264.38 | 257.82 265.14 | 264.65] 289.02] 315.60 332.55 330.65 | 32877 | 334.49

Volume of trading (thousands of shares)
& New York Stock Exchange. . 91,084 [ 109,191 |141.385 | 131,155 |154,776¢ 1 148,228 | 192,419] 183,478 180.25] | 187,135 [ 170,898 |163,380
9 American Stock Exchange 6,107 8,355| 11,846 8930 10,513 | 12,272 14.755] 14,962; 15678 | (4,420 | 11,655 | 12,813

Customer financing (end-of-period balances, in millions of dollars)

H} Margin credit at broker—dealers® ......... ... ..., 22,470 28,390} 36,840 | 36,310 37,090 [ 36,840 34,960| 35,740| 38,080 | 39,820 | 38,890 | 38,420

Free credit balances ar brokers*
11 Margin-account® 1,755 2715 4.880 3,805 3,765 4,880 5,060| 4,470 4,730 4,660 4,358 3,680
12 Cash-account ... ..o o o i 10.215] 12,840 19,000 14,445 15,045 | 19,000 17,395] 17,325 17,370 17,285 16,985 15,408

Margin requirements (percent of market vatue and effective date)
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dece. 6, 1971 Nov. 24, 1972 Jan, 3, 1974

13 Margin stocks ... ... 70 80 65 55 65 50
14 Convertible bond . . .- 50 60 50 50 S50 S0
1S Shortsales ... 70 30 65 5s [ 50

1. Effective July 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
4253, 20 transportation (formerly 15 rail), 40 pubtic utility (formerty 60), and 40
financial.

2. Beginning July 5, 1983, the American Stock Fxchange rebased its index
eﬁectlvely cutting previous n,ndmg,s in half.

Beginning July 1983, under the revised Regulation T, margin credit at
bmker dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscription rights, corpurate bonds, und govern-
ment securitics. Separate reporting of data for margin stocks, convertible bonds,
dnd subscription issues was discontinued in April 1984,

Free credit balances are in accounts with no untulhllcd commitments to the
bmkers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984.

6. These regulations, adopted by the Board of Governors pursuant to the
Securities Exchange Act of 1934, limit the amount of credit to purchase and carry

“margin securities™ (as defined in the regulations) when such credit is collateral-
ized by securities. Margin requirements on securities other than options are the
difference between the market value (100 percent) and the maximum loan value of
colluteral as prescribed by the Board, Regulation 1" was adopted eftective Oct. 15,
1934; Regulation U, effective May 1, 1936; Regulation G, effective Mar. 11, I‘J(>8;
and Regulation X, effective Nov. |, 1971,

On Jan. |, 1977, the Board of Governors for the first time established in
Regulation T the initial margin required for writing options on securities, setting it
at 30 percent of the current marker-vatue of the stock underlying the option. On
Sept. 30, 1985, the Board changed the required initial margin, allowing it 10 be the
same as the option maintenance margin required by the appropriate exchange or
sclf-regulatory organization; such maintenance margin rules must be approved by
the Securities and Exchange Commission. Effective Jan. 31, 1986, the SEC
approved new maintenance margin rules, permitting margins 1o be the price of the
option plus 15 percent of the market value of the stock underlying the option.

Z
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1.37 SELECTED FINANCIAL INSTITUTIONS  Selected Assets and Liabilities
Millions of dollars, end of period
(986 1987
Account 1984 1985 —_— — —_—
June July Aug, Sepl. Oct. Nov, Dec. Jan. teb, Mar, Apr.
Savings and loan associahions
I OASSEIS. 903,488 | 948,781 | 954,226 | 957.945| 905,032 | 957.229 | 961,894 | 964,096 | 963,316 [ 35,5577 1 937,274 | 940,318 [ 944,378
2 Mortgapes SS8.291 | S83.235( 565,037 | S65.353 [ 566,438 | SS71347| S57.303 | SS6.780 | 553,552 0. n.d. .. n.it.
3 Mortgage-backed securn A 97303 1 PIAISE ] 3000 113,621 | V17,617 [ 120,606 1 122,682 | 123,257 | 129,338 | 128,508 [ 129,007 | 134.886
4 Cash and investment securities! . 124,801 | 126,712 130877 | 132,787 | 138,863 | 138,619 | 1382131 141,510 1 142,700 | 1330117 | 136,221 | 38,787 | 136,170
S Other. ..o 223,396 | 238833 [ 2SB310 | 259798 | 259,726 | 261415 2807801 250,297 | 251,769 261,739 | 2634737 | 266,540 274,951
6 Liubilities and net worth. ... ... 903,488 | 948,781 | 954,226 | 957,945 | 965,032 | 957,229 | 961,894 | 964,096 [ 963,316 935,5577| 937,274’ | 940,318} 944,378
7 Savings capital. ..o 725,045 | 7500711 744.026 | 7470201 749,020 | 743518 | 742,747 | 740,066 | T41081 | 721,765 722,283 722.767 | 717,100
8 Borrowed money ... .. 125,666 1 138,798 | 148,054 | 146,578 1 148,541 | 55,7481 152,567 [ 156,920 [ 159,742 1 153,361 | 1521637 158,119 165,926
9  FHLBB...... RN 64,207 73,888 FARAK] 75.058 75,594 80,364 78,298 75,620 RO,194 | 75,552 1567V 76,478 77870
10 Other...... 61,459 64,910 74,501 71,520 72,947 75.384 71.272 81,294 79,548 | 778097 [ 76,49 81.641 88,056
1 Other. . ... e 17.944 19,045 20,792 22,785 24,706 15461 23255 24,078 20,0700 19756/ [ 21,82y i&,758 20,456
12 Networth” ..., ... 34,833 41,064 41,353 41,560 42,764 42,503 43,326 43,034 42,423 40,6727 1 41,002 40,673 40,887
Meno
13 Mortgage loan commitments
outstanding® ... ... 61,305 SE475 ] 57200 1 SS.6871 S3 1RO 51,163 49 887 48,222 41,650 Nt N N 0.
ESLICAnsured tederal savings banks
14 Assets. .. ... ... 98,559 131868 | 180,124 11'13‘3171 186,810 1 196,225 | 202,106 | 204,918 | 210,562 235,4307 | 235,7647| 241,448 | 246,299
15 Mortgages. ... . o 57,429 72,385 99758 | 1017851 103,019 | 108,627 1 110,826 HE2,117 | 113,638 | 136,773 1 136,493 | 138,707 | 140,861
16 Mortgage-hacked securities, ... 9,949 15,676 21.598 23,247 24,097 26,431 27,516 28,324 29,766/ 33,570 34,634 16,108 3800
17 Other. oo 10971 11,723 16,774 17,027 17,056 18,509 18.697 19266 19,034 15,77 16,0667 16,745 17,040
18 Liabilities and net worth. . . 98,559 | 131,868 | 180,124 | 183,317 | 186,810 | 196,225 | 202,100 | 204,918 | 210,562 | 2354307 | 235,7647 | 241,448 | 246,299
19 Savings capital, ... 79,5721 103,462 138,168 | 140,610 | 142858 | 149,074 154,447 | 157,872 1 176,7447 | (77,362 [ 178,693 | 180,646
20 Borrowed money .. 12,798 19,323 28,502 w722 29,390 3231y 33937 37,329 40,6147 39,577 43,915 46,125
21 ‘HE.LBB. ... . 7.515 10,510 15,301 15,866 16,123 16,853 17,863 19,8971 20,730 21,2260 21,104 20,718
22 Other. 5,283 8813 13,201 12,856 13,267 15,466 16,074 17,432 | 19,884 19,5514 22811 24,407
23 Other. .. 1.903 2,132 4,279 4,564 4914 4,666 5,682 4,261 S,3017 5,478 5,250 5.53%
24 Net worth. 4,286 6,351 9,175 1 940 9,647 10,165 10,883 11,0981 12,7757 13,152 13,591 13,999
MEmo
25 Mortgage loan commitments
outstanding® ... ... L 1,234 5,358 9,410 10,139 9,770 10,221 9,356 9,952 8,686 . n.it. n.a. n.a.
- —
Suvings banks
20 Assefs. .o 203,898 | 216,776 | 223,367 | 224,569 [ 227,011 | 228,854 | 230,919 | 232,577 | 236,800 | 235,603 | 238,074 | 240,739 | 243,405
Loans
27 Mortgage. ... 102,895 [ 110,448 | 110958 | 111,971 113,265 1 P14, 188 116,648 117,612 | [I83231 119,199 | 119,737 121178 122,726
28 Other............ ... 24,954 30,876 36,692 36,421 37.350 37.298 36,130 36,149 35,1671 36,122 37,207 38,012 37,1414
Securities
29 U.S. government, RN 14,643 13,011 12,115 12,297 12,043 12,588 13,037 14,209 | 13,332 13,825 13,631 13,741
30 Mortgage-backed securities . .. 19,218 19,481 22413 22954 21,161 24,051 25,8361 26,220 26,893 27,463 28,697
31 State and tocal government . . 2,077 2,323 2,281 2,309 2.400 2,290 2185 2,180 2,168 2.041 2,062
32 Corporate and other 23,747 21,199 2,036 20,862 20,602 20,749 20,459 19,795 19,770 19,598 19,768
33 Cash ... .. 4,954 6,225 5.301 4.651 S.018 5,052 6,894 §.239 5,143 5703 5.305
34 Other assets. ... 11,413 13,113 13,244 13,104 13,172 13,637 13,793 | 13,506 13,031 13,713 13,965
35S Liabilities ...... ... ........ .. 203,898 | 216,776 | 223,367 | 224,569 | 227,011 | 228,854 | 230,919 | 232,577 | 236,866 | 235,603 | 238,074 | 240,739 | 243,405
36 Deposits 180,616 1 185,972 189,100 | (88,615} 189,937 [ 190,210 190334 190858 | 192,194 | 191,441 § (92,559 | 193,693 | 193,349
37 Regulart 1774181 181,921 | 183,970 | 183,433 ] (84,764 | (85,002 185254 | 85958 | 186,345 | 186,385 [ 187,397 188,432 | 187,796
3R Ordinary savings .. .. 33,739 13,018 | 34,008 | 34.166| 34,530 | 35227 36,165 36,739 1 37717 38,467 | 39370 40,558 [ 41,322
39 Time oo 04,7321 103311 | (03,083 1 102,374 (02,668 | 102,191 1OV 125 [ 101,240 ] 100,809 | 100,604 [ 100,922 100,896 | 100,311
40 Other........... .. 3,198 4,051 S 13 5182 5173 5.208 5,080 4,900 5.849 5,056 4,962 5.261 5,553
41 Other habilities ... ..., 12,504 17,414 19,226 201,64) 21,360 21,947 23,319 24,254 25,2741 24710 25.603 27,003 29,059
42 General reserve accounts ... 10,510 12.823 14,731 15,084 15,427 16,319 16,896 I'/.M()L I8, 105} 18,236 18,486 18,830 19,422
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1986 1987
Account 1984 1985
June July Aug. Sept. Oct. Nov. Dec. Jan, feb. Mar. Apr.
Credit unions®
43 Total assets/liabilities and capital . | 93,036 | 118,016 | 134,703 | £37,901 | 139,233 | 140,496 143,662 | 145,653 | 147,726 4
44 Federal ................... 63,205 | 77,861 87,5791 89,5391 90,367 | 91981 93257 94,638 95,483
45 State ... 29,831 | 40,149 47,124 1 48,362 | 48,8661 48,515 50405 S1,015| 52,243
46 Loans outstanding 62,561 | 73,513 77,847 | 79.647 | 80,656 | 81,820] 83.388: 84,635 86,137 n.a. n.a. n.a. n.a.
47 Federal 42,337 | 47933 S0613 | 51,331 52,0071 53,042| 53.434| S3877( 55304
48  State .. 20,224 | 25,580 27,234 28,316 28,649 28,778 29.954 30,758 30,833
49 Savings . 84,348 1 105,963 | 122,952 | 125,331 | 126,268 | 128,125 130,483 { (31,778 | 134,327
50 Federal JST,539 70,926 80,975 | 82,596 83,132 84,607 86.158| 87.009| 87,954
St State ... 26,809 | 35,037 41,977 42,735 43,136 43,518 44,325 44,769 46,373 \
Life insurance companies
52 Assets. ... 722,979 {825,901 | 872,359 | 877,919 | 887,255 | 892,304 860,682 | 910,691 [ 920,771 | 931,962 | 943,421
Securities

53 Government............... 63,899 | 75,230 78,284 78,722 79,188 81.636 82,047 84,858 85,849 85,000 87,678
54 United States® . 42,204 | 51,7001 54,197 | 54,321 54,487 | 56,698 S57.511 59802 61,494 61,014 63,580
S5 State and local . . . 8,713 9,708 10,114 10,350 10,472 10.606 10,212 10,712 10,267 10,048 10,264
6 ¥ u\e\gn7 ......... 12,982 | 13,822 13,973 14,051 14,229 14,332 14,324 14,344 14,088 13,938 13,834 n.a. n.a.
57 Business . [ 359,333 (423,712 455,119 | 455,013 | 463,135 | 462,540] 467,433 1 473,860 | 474,485 | 487,837 | 497,143
58 Bonds . (295,998 1346,216| 367,966 | 369,704 | 374,670 | 378,267 381,381 386,293 | 386,994 | 395,994 | 401,231
59 Stocks 63,335} 77,496 87,153 | 85309] 88,465 | 84.273) 86,052] 87,567 87,491 91,843 | 95912
60 Mortgages. . 156,699 171,797 | 180,041 | 182,542 | 183,943 | 185,268 186,976 | 189,460 | 192,975 | 193,395 | 193,957
61 Real estate . 25,767 | 28,8221 30,350 | 31,151 31,844 | 31,725 31,918 32,184 32,079 32,229 | 32,061
62 Policy loans o1 54,505 | 54,369 57,342 54,249 54,247 54,273 54,199 54,152 54,016 53,692 53,696
63 Otherassets................. 63,776 | 71,971 74,223 76,214 74,898 76,862 77,798 76,177 81,367 79,809 78,886 Y

. Holdings of stock of the IFederal Home Loan Banks are in “‘other assets.™
. Includes net undistributed income accrued by most associations.
. As of July 1985, data include loans in process.
. Excludes checking, club, and school accounts.
. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.

6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under **Business™ securities.

7. Issues of foreign governments and their subdivisions and bonds of the
[nternational Bank for Reconstruction and Development.

Note. Savings and loan associations: Estimates by the FHLBB for all
associations in the United States based on annual benchmarks for non-FSLIC-
insured associations and the experience of FSLIC-insured associations,

LA B

FSLIC-insured federal savings banks: Estimates by the FHLBB for federal
savings banks insured by the FSLIC and based on monthly reports of federally
insured institutions.

Savings banks: Estimates by the National Council of Savings Institutions for alt
suvings banks in the United States and for FDIC-insured savings banks that have
converted to federal savings banks.

Credit unions: Estimates by the National Credit Union Administration for
tederally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
differences between market and book values are not made on each item separately
but are included, in total, in “other assets.”
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FISCAL AND FINANCING OPERATIONS

ptember 1987

Calendar year
Fiscal Fiscal Fiscal
Type ol account or operation year year year 1987
1984 1985 1986 .
Jan, teb. Mar. Apr. May June
.8, b/ul,x,'{‘l1
L Receipts, total 666,457 734,087 769,091 81,771 §5.463 56.515 122,897 47.691 82,945
2 On budget. S00.382 547 886 568,862 62 Y81 37919 38,469 99,083 30,205 64,222
3 Off budget. 166,075 186,171 200228 18.790 17,544 18,046 23814 17,486 18,723
4 Outlays, total 851,781 946,316 989 815 83,942 83 828 84,527 84,240 83,435 83,366
S On budget. ... OR5 968 769,509 806,318 68,176 67.138 67,872 69,215 66,389 66,221
6 Off-budget. 165 813 176.807 183,498 15,766 16,690 16,655 15,028 17,046 17,145
7 Surplus, or deficit 185,324 212,260 220,728 2,170 28,366 -28,012 38,087 35,744 420
8  On-budget. .. . 185,586 221,623 237,458 5195 29,019 29,403 29 867 36,184 -1.998
9 Offtbudget............... . 262 9,363 16,371 3.024 854 1,391 8,790 440 1,578
Source of tinancing (total)
1 lhmnwilm from the public.........00 170,817 197.269 236,284 4353 15,248 7,884 9,075 13,005 9.655
11 Cash and monetary assets (decre
ll\leul\L [ ) 6,631 13.367 14,324 9,564 16,574 15.621 47,189 24217 -6.434
120 Other' oo 7875 1.630 -1.235 7.381 3,456 4,506 543 1.478 2.8M1
MiMo
13 ‘TI'reasury operating balance (level, end of
period) .o 30,426 17.060 31,384 41,307 24 816 8,969 55,744 13,106 40,072
14 Tederal Reserve Banks. .. . 8,514 4.174 7.514 15,746 3,482 3,576 29,688 6,383 13,774
15 Tax and loan accounts ........ .. 21,913 12.886 23,870 25,561 21,334 5.394 26,056 26,723 26,298

L. o accordance with the Balanced Budget and Emergency Deticit Control Act

of 1985, all former off-budget entries are now pres
Financing Bank (FEFB) activities are now shown a

nted on-budget.
eparate accounts under the

The Federal

agencies that use the FEB to finance their programs, th act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal
disability insurance trust funds) off-budget.

2. Includes U.S. Treasury operating cash accounts: SDRs; reserve position on
the U.S. quota in the IME: [oans to International Monetary Fund: and other cash
and mongetary assets,

3. Includes accrued interest payable to the public: allocations of special
drawing rights: deposit funds; miscellaneous liability (including checks outstand-
ing) and asset accounts; seigniorage; increment on gold: net gain/loss Tor U.S.
currency valuation adjustiment: net gaindoss for IME vatuation adjustiment: and
profit on the sale of gold.,

Sourck. “"Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government'' and the Budget of the 1.8, Government.
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of dollars
Calendar year
5 Fiscal Fiscal
Source or type year year 9gs g 9
1585 1086 198 1986 1987 1987
H2 H1 H2 HI Apr. May June
RECEIPTS
1 Allsources. ... o o 734,057 769,091 364,790 394,345 387,524 447,282 122,897 47,691 82,945
2 individual income taxes, net 334,531 348,959 169,987 169,444 183,156 205,157 71,850 9,275 40,521
3 Withheld . ... 298,941 314,838 155,725 153919 164,071 156,760 26,943 24,823 25,528
4 Presidential E 15 36 6 31 4 30 7 7 4
S Nonwithheld......................... 101,328 105,994 22,295 78,981 27,733 112,421 62,939 7,228 16,574
6 Refunds.......... ... ... 0. 65,743 71,873 8,038 63,488 8,652 64,052 18,039 22,782 1,583
Corporation income taxes
7 Grossreceipts ... oo 77,413 80,442 36,528 41,946 42,108 52,396 13,290 2,885 13,572
8  Refund AN 16,082 17,298 7.751 9,557 8,230 10,881 2,101 1,042 2.599
9 Social insurance taxes and contributions,
11 S 265,163 283,901 128,017 156,714 134,006 163,519 33,646 30,218 24,712
10 Employment taxes and
contributions!. . ... 234,646 255,062 116,276 139,706 122,246 146,696 30,457 22,270 23,981
It Self-employment taxes and
contributions®. . ... ... .. 10,468 11,840 985 10,581 1,338 12,020 7,403 732 1,612
12 Unemployment insurance . 25,758 24,098 9,281 14,674 9,328 14,514 2,827 7,529 s
13 Other netreceipts? .............. .. ... 4,759 4,742 2.458 2,333 2,429 2,310 361 419 416
14 EXCIsSe taxes. ... 35,992 32919 18,470 15,944 15,947 15,845 2,471 2,633 3,099
15 Customs deposits . .. 12,079 13,323 6,354 6,369 7,282 7,129 1,165 1,142 1,415
16 Estate and gift taxes . 6,422 6,958 3,323 3.487 3,649 3,818 810 726 507
17 Misceltaneous receipts® .. ............... 18,539 19.887 9,861 10,002 9,605 10,299 1,767 1,853 1,719
Quiiays
I8 Alltypes .. ................ o o 946,316" 989,8157 487,188 486,037 504,785 503,338 84,240 83,435 83,366
19 National defense .............. . ... .. 252,748 273,369 134,675 135,367 138,544 142,840 24,407 23,471 24,694
20 International affairs. . ... ... 16,176 14,471 8,367 5,384 8,876 4,420 163 831 1,068
21 General science, space, and technology . . . 8,627 9,017 4.727 12,519 4,594 4,324 653 779 836
ENErgY. ..o 5.685 4,792 3,308 2,484 2,735 2,335 i6d 356 598
23 Natural resources and environment. ... .. 13,357 13,508 7,553 6,245 7.141 6,179 1,052 985 1 176
24 Agriculture ... .. oo 25,565 31,169 15412 14,482 16,160 11,824 2,641 716 -342
25 Commerce and housing credit ........... 4,229 4,258 644 860 3,647 4,889 1,129 9497 703
26 Transportation ... ... o 25,838 28,058 15,360 12,658 14,745 12,113 1,936 2,089 2,539
27 Community and regional development . .. 7,680 7,510 3,901 3,169 3,494 3,108 592 585 S84
28 Education, training, employment, social
services 29,342 29,662 14,481 14,712 15,268 14,182 2,317 2,255 2,143
29 Health 33,542 35,936 17,237 17,872 19,814 20,318 3,672 3,544 3,525
30 Social urity and medi . - 254,446 190,850 129,037 135,214 138,296 142,864 23,615 23,782 26,339
31 Income Security ..., 128,200 120,686 59,457 60,786 59,628 62,248 11,282 10,273 7.931
32 Veterans benefits and services ........... 26,352 26,614 14,527 12,193 14,497 12,264 2,360 2,047 2.440
33 Administration of justice ... 6,277 6,558 3,212 3,352 1,360 3,626 619 646 690
34 General government . .. 5,228 6,796 3,634 3,566 2,786 3,238 196 358 1,448
35 GencruLpurPusc fiscal assis 6,353 6,430 3,391 2,179 2,767 455 179 62 54
36 Netinterest>. . ................. e 129,436 135,284 67,448 68,054 65,816 70,110 11,295 12,284 10,010
37 Undistributed offsetting receipts®, .. ... ... 32,7589 —-33,244 17953 -17.193 -17.426 - 18,005 -4,230 2,626 - 3,069

1. Old-age, disability, and hospital insurance, and railroad retirement accounts.

2. Old-age, disability, and hospital insurance.

3. Federal employee retirement contributions and civil service retirement and

disability fund.

4. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

. Net interest function includes interest received by trust funds.,
. Consists of rents and royaltics on the outer continental shelf and U.S.
government contributions for employee retirement.

Sourct.. “*Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government,”” and the Budget of the U.S. Government, Fiscal Year 1988,
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1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1945 1986 1987
ftem E—— —
Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31
1 Federal debt outstanding ... ... ... 1,715.1 1,779.0 1,827.5 1,950.3 1,991.1 2,003.6 2,129.5 2,218.9 2,250.7
2 Public debt securities ..o o oo 1.710.7 1.774.6 1,823.1 1,945.9 1,986.8 2,059.3 2,125.3 2.214.8 2,246.7
3 Held by [)llhllt R 1.415.2 1.460.5 1,506.6 1,597.1 1,634.3 1,684.9 1,742.4 18117 1,839.3
4 Held by ageacies. ..o oo - 2985 314.2 3165 3489 152.6 374.4 K29 403.1 407.5
5 Agency securities 4.4 4.4 4.4 4.4 4.3 4.3 4.2 4.0 4.0
6 Held by public. . . . A 33 3.3 33 3.3 3.2 32 3.2 3 () 29
7 Held by agencies. ... o o o I 11 1t 1.1 1.1 L1 1.1 1.1 1.1
8 Debt subject to statutory limit ... ... ... ... 1,711.4 1,778.3 1,823.8 1,932.4 1,973.3 2,060.0 2,111.0 2,200.5 2,232.4
9 Public debt securities ... 1,710.1 1,774.0 1,822.5 1,931.1 1,972.0 2,058.7 2,109.7 2,199.3 2,231.4
10 Other debt!. oo o 1.3 i3 1.3 1.3 1.3 13 1.3 1.3 1.3
11 MEMmo: Statutory debt limit. ... .. e .. 1,823.8 1.823.8 1.823.8 20787 2,078.7 2.078.7 2,110 2,300.0 23000
1. Includes guaranteed debt of Treasury and other federal agencies, specified SOURCES. Treasury Bulletin and Monthly Statement of the Public Debt of the
participation certificates, notes to international lending organizations, and District United States.

of Columbia stadium bonds.

.41 GROSS PUBLIC DEBT OF U.S. TREASURY T'ypes and Ownership

Billions of dolars, end of period

1986 1987
Type and holder 1983 1984 1985 1986
Q2 3 Q4 (03]
| ‘Fotal gross publicdebt. . ... ... .o - 1,410.7 1,663.0 1,945.9 2,214.8 2,059.3 2,125.3 2,214.8 2,246.7
By type
2 Interest-bearing debt ..o S 1.400.9 1.660.6 1,943.4 2,210 2,056.7 2,122.7 2.212.0 2,244.0
3 Marketable ... .o R . 1,050.9 1,247 .4 1.437.7 1,619.0 1,498.2 1,564.3 1,619.0 1,635.7
4 Bills........o 3438 374.4 399.9 426.7 396.9 410.7 426.7 406.2
S Notes .. . 573.4 705.1 812.5 927.8 869.3 896.9 927.5 955.3
6  Bonds....... 133.7 167.9 2111 249.8 232.3 241.7 249.8 259.3
7 Nonmarketable! . . . . .. 350.0 413.2 505.7 593.1 558.5 558.4 593.1 608.3
8 State and local OVernment Series .. ... o 36.7 44.4 87.5 110.5 98.2 102.4 110.5 118.5
9 Foreign issues? . 10.4 9.1 7.5 4.7 5.3 4.1 4.7 4.9
10 Government. . 1.4 9.1 7.5 4.7 53 4.1 4.7 4.9
11 Public 0 [t} 0 0 Rt 0 0 .0
12 Suvings bouds and notes 0.7 /3.1 78.1 90.6 82.3 85.6 90.6 93.0
13 Government account series? ... oo 231.9 286.2 3322 386.9 3723 365.9 386.9 391.4
14 Non-interest-bearing debt. ... ... oo 9.8 23 2.5 2.8 2.6 2.6 2.8 2.7
By holder?
1S U.S. Treasury and other tederal agencies and trust funds. ... L 236.3 289.6 348.9 403.1 374.4 382.9 403.1 407.5
16 lederal Reserve Banks . . A 151.9 160.9 181.3 2113 183.8 190.8 211.3 n.a.
{7 Private investors. .. .. 1,022.6 1.212.5 1,417.2 1,602.0 1,502.7 1,553.3 1,602.0 1,641.4
I8 Commercial banks 188.8 183.4 192.2 225.0 197.2 212.5 225.0 232.0
19 Money market funds . 22.8 259 2501 28.6 22.8 249 28.6 8.8
20 Insurance companies 56.7 76.4 95.8 106.9 97.7 100.9 106.9 n..
21 Other companies . 19.7 5001 59.0 68.8 61.2 65.7 68.8 72.1
22 State and local gove 155.1 179.4 a. n.a. ., n.a. n.a. n.a.
Individuals
23 Savings bonds. oo 71.5 74.5 79.8 92.3 83.8 87.1 92.3 94.7
24 Other securities ... 619 69.3 75.0 70.4 757 70.9 70.4 6R.4
28 Foreign and international® .. . . e . 166.3 192.9 214.6 257.0 239.8 256.3 257.0 272.1
26 Other niscellancous investors® ..o oo oo 259.8 360.6 n.a. n.a. n.a. n.a. na. n.a.
I, Includes (not shown separately): Securities issued 1o the Rural BElectrifica- 5. Consists of investiments of toreign and international accounts. Excludes non-
tion Administration, depository bonds, retirement plan bonds, and individual interest-bearing notes issued to the Internationat Monetary Fund.
retirement bonds. 6. Includes savings and loan associations, nonprofit institutions, credit unions,

2. Nonmarketable doliar-denominated and foreign currency-denominated se-
uu held by foreigners.

savings banks, corporate pension trust funds, dealers and brokers, certain

sury dcpmn accounts, and federally spnn\mul agencies.

Held almost entirely by U.S. Treasury agencies and trust funds. SOuURrCeS. Data by type of security, U.S. Treasury Department, Monthly
4. Data for Federal Reserve Banks and U.S. government agencies and trust Statement of the Public Debt of the United States; data by holder, Treasury

tunds are actual holdings; dats for other groups are Treasury estimates. Bulletin.
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1.42 U.S. TREASURY AND FEDERAL AGENCY SECURITIES TRANSACTIONS By Type of Transactions'

Par value; averages of daily figures, in millions of dollars

1987 1987
frem 1984 1985 1986
Apr. May June May 201 May 27 [ June 3§ June 10| June 17 [June 24
Immediate delivery?
| U.S. Treasury securities ............... 52,778 | 75,331 | 95,447 138,007 | 116,386/ 110,383} 1{21,141{ 117,483 125,887 104,920 107,506 103,585
By maturity
2 Bills ... 26,035 32,900 34,249 50,5281 36,913 35.280 39,326 37,347 39,565 40,967 33,5081 26,908
3 Other within | year 1,305 [RJ0 2018 3,190 3,084 3,446 3,081 3.055 3,376 2,970 4,340 2,588
4 I-Syears........... 11,733 18,361 24,667 29,094 30,98y 26,620 358706 33,065 28,951 22,8121 24,469 30,174
5 S-10 years. .. 7.606 12,703 20,455 3476 22716 27,520 20,788 23,522 32,100 22,8071 28,340 25,792
6 Over 10years...................... 6,099 9,556 13961 23718 22.684 17,518 22,071  20.495; 21,895 15,3647 16,849 18,127
By type of customer
7 U.S. government securities
dealers................ ... 2919 3,336 3,646 3013 2.801 2816 2,939 2.007 1,862 2,930 2,455 2,243
8 LS. government securities
brokers . . 25,580 36,222 49 368 78.5331 63,089 S8,782 65,532 61,457 68,562 575921 S57.892( 55,136
9 All others?. . .. 24 278 35,773 42218 55,6481 49 818" 47.990 52.668 54,018 53,462 443971 47,158 | 46,206
10 Federal agency securities, . 7,846 11,640 16,746 | 22,184 19,694 18,627 22,630 24,729 16,429 14,186 24,095 20,413
1l Certificates of deposit. 4,947 4,016 4,355 4964 3880 3973 3,832 4,733 4,586 3977 4,309 3,649
12 Bankers acceptances. .. 3.243 3,242 3272 3,453 2,762 2,740 2.999 3,040 2,931 2,525 2,977 2,352
13 Commercial paper.................... 10,008 12,717 16,6601 17914 18,375 17,2271 19638 18,606 19.217] 16,942 17,638 | 15,493
Futures contracts?
14 Treasury bills ... o 6,947 5.561 3,311 3,578 4,128 2,810 3,891 5.406 4,672 2,873 2,089 2,021
15 Treasury coupons .. . . S 4,533 6,085 7.175 12,018 10.374 8,002 11,733 9,579 11,472 8,386 7,204 6,723
16 Federal agency securities. . ............ 264 252 16 1 6 K} 0 13 28 16 4 19
Forward transactions®
17 U.S. Treasury securities .............. 1,364 1.283 1.876 2,760 2,840 1.887 2272 2.534 2837 9IR 1,214 2,544
18  Federal agency securities. ........... .. 2,843 857 7.830 15,961 11,951 9 R7S 16,074 14,021 7.391 8936 15281 10,570

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude atlotments of, and exchanges ftor, new U.S. Treasury

securities, redemptions of called or matured securities, purchases or sales of

securities under repurchase agreement, reverse repurchase (resale), or simitar
contracts.

2. Data for immediate transactions do not include forward transactions.

3. Includes, among others, all other dealers and brokers in commodities and

securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System,

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell securities for delivery at a
future date.

5. Forward transactions are agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after five business
days from the date of the transaction for Treasury sccurities (Treasury bills,
notes, and bonds) or after thirty days for mortgage-backed agency issues.
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1.43  U.S. GOVERNMENT SECURITIES DEALERS

Averages of daily figures, in millions of dollars

September 1987

Positions and Financing!

1487 1987
Item 1984 1988 1986
Apr. May! lr June May 277 | June 3 | June [0 | June t7 | June 24
Positions
Net inunediate?
| . S, Treasury securities ........... .. 5,429 7,391 13,055 -6,965| —13,475 7,950 —11022 ~9,363 —7,653 —6,632 ~9,689
2 5,500 10,075 12,723 779 5.942 ?‘2‘)() 6,020 1,851 2,021 3,508 3,347
3 03 1,050 3.699 3,076 3,526 2,105 3.496 2,977 2,432 1,671 1,991
4 2,159 5,154 9,297 2519 1,072 kYl 1,489 899 199 677 - 1,630
S NP 6,202 9,504 5,944 7.641 7,524 ¥,559 6,797 7,338 7,832 8112
6 1174 2,686 3061 5,836 4,489 - 5,197 3,433 4,592 4,967 4,653 5,336
7 Federal age nLy \Lunllu S 15.294 22 860 33,066 32,863 32,760 31,981 32,688 31,245 32,370 33,295 31,669
8 Certificates of deposit. . 7,369 9,192 10,533 8,502 8,996 8.612 9,153 9,101 9,125 8,677 8,284
Y Bankers acce 3,874 4,586 5,535 3,694 3,712 3777 3,503 1,258 3,658 3,883 3,949
10 Commerck 3,788 5,570 8,087 6,258 6,588 7,203 6,278 7,429 7,299 7,653 6.785
I'utures positions
1 Treasury bills oo oo oo o 4,525 7.322 18,062 5.004 1,779 - 579 1716 1,251 120 1,170 1,503
12 Treasury coupon . 1,794 4,465 3,489 1,936 2,609 3,182 2,183 2,888 2,613 2,551 3.763
13 FPederal ageney securities. ... ... 233 722 153 95 -98 100 98 99 107 99 99
Forward positions
14 U, eusury securities ... .. 1,643 utt 2,304 -2,386 4,308 921 - 4,789 1,761 483 1,280 600
15 Fed u.\l agency securities. ... 9,208 9,420 11,909 15,767 20,339 19,236 20,311 18,414 19,849 20,461 —19.411
— 4 S S SUMAE S U
Financing?
Reverse repurchase agreements?
16 Overnight and continuing. ... .. 44,078 68,035 98,954 129,443 122,078 0., 124,737 133,473 12,896 127,070 121,960
{7 Term agreements, 68,357 80,509 108,693 133,833 151,163 N 150,494 146,424 148,810 150,742 155,400
Repurchase AL.,ICLIIILIH\
18 Overnight and continuing. ... ., 18,717 101,410 141,735 176,340 165,707 .. 173,210 176,256 170,800 173,969 167,972
19 Permoo.oooooooo 57,047 70,076 102,640 108,841 124,599 n.a. 124,105 124,793 123 862 122,389 126,369

1. Duta tor dealer positions and sourees of finuncing are obtained trom reports
submitted to the Federal Reserve Bank of New York by the U.S. government
securities dealers on its published st of primary dealers.

Duta for positions are averages of daily fignres, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a comnitment busis. Data for financing are in terms of actual wmounts
borrowed or lenit and are hased on Wednesday tigures,

2. lmmediate positions are net amounts (in terms of par values) of sccurities
owned by nonbank dealer firms and dealer departiients of commercial banks on a
commitnent, that is, trade-date basis, inctuding any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agrecments are sufficiently long, however, 10 suggest that the securi-
ties involved are not available for trading purposes. lmmediate positions include

reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for immediate positions do not include torward positions,

3. Figures cover lm(mung involving U.S. Treasury and federal agency securi-
ties, negotiable CDs, bankers acceptances, and commercial paper

4. Includes all reverse repurchase agreements, including those that have been
arranged W0 make delivery on short sales and those for which the sccurities
obtained have been used as collateral on borrowings, that is, niatched agreements,

5. Includes both repurchase agreements undertaken to finunce positions and
“matched book'" repurchase agreements.

Noti. Data on positions for the period May | to Sept. 30, 1986, are partially
estimated,
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

A33

1986 1987
Agency 1983 1984 1985
Dec. Jan. teb. Mar. Apr. Mauy
1 Federal and federally sponsored agencies .......... . .0 .. 240,068 271,220 | 293,908 307,361 305,114 305,603 | 305,033 n.a,
2 Federal agencies .. ... 33.940 35,145 36,390 16,958 37, ()41 37,073 36,660 36,531
3 Defense Dcp‘ulmcm i 243 142 71 33 27 24 23
4 Export-import Bank® ' 14 853 15882 15,678 14,211 14, 211 14.211 13,812 13,813
5 Federal Housing Administr 194 133 115 138 136 147 158 165 n.a.
6 Government N(l“()lhﬂ Mortgage Asso
certificates”™. ........... 2,165 2,165 2,168 2,165 2,165 2,168 2,165 1,965
7 Postat Serviee®. ..o 1,404 1,337 1,940 3,104 3,104 3.104 3,104 3,104
8  Tennessee Valley Authority | 14,970 15,438 16,347 17,222 17,308 17.334 17,311 17.376
9 United States Railway Association® ... 111 51 74 8S 85 RS 8s 85
10 Federally sponsored agencies” ... 206,128 | 236,075 | 257,515 | 270,403 | 268,073 | 268,530 | 208,373 n.a.
11 Federal Home Loan Banks. ..., ... ... .. 48,930 65,085 74,447 88,752 90,225 91,313 92,087 94,606 95,931
12 Federal Home Loan Mortgage (orpmdllon . 6.793 10,270 11,926 13,589 13.492 13 847 13,074" n.a. n.i.
13 lu.it,r-\l National Mortgage Association .. ... 74.594 83,720 93,896 93,563 92 588 91,522 91.618 89,741 90,514
14 Farm Credit Banks . 72,816 71,193 68,851 62,328 59.984 59,367 58,364 57,251 §7,051
15 Student Loan Mmkumg /\ssuu.mun .................... 3,402 5,745 8,395 12,171 11,784 12,481 13,230 13,930 14,230
MEMmo
16 Federal Financing Bank debt” ... ..., soo| 135,791 | 145,217 | 153,373 | 157,510 | 157,650 | 157,724 | 157,012 157,177
Lending to federal und federally sponsored
agencies
17 Export-tmport Bank® ... o 14,789 15,852 15,670 14,208 14,205 14,205 13.807 13807
18 Postal Service®. ... .. ..., 1.154 1,087 1,690 2,854 2.854 2,854 2,854 2,854
19 Student Loan Marketing As: 5.000 5,000 5,000 4,970 4,970 4,970 4.970 4970 n.a
20 Tennessee Valley Authority ... 13,245 13,710 14,622 15,797 15.928 15,954 15,931 15,996
21 United States Railway Association® 111 s1 74 85 85 8§ 85 &S
Other Lending™
22 Farmers Home Administration. . ... oo 55.266 58,971 64,234 65374 65.374 65.374 65.224 65.254
23 Rural Electrification Administrati 19,766 20,693 20,654 21,680 21,719 21,749 21,473 21,487 L
24 Other 26,460 29,853 31.429 32,545 32,515 32,533 32,668 32,724
1. Consists of mortgages assumed by the Detense Department between 1957 Includes outstanding noncontingent liabilities: notes, bonds. and deben-

and 1963 under family housing and homeowners assistance programs,

2. Inciudes participation certificates reclassitied as debt beginning Oct. 1, 1976,

3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4. Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securities may be sold privately on the
securities market.

5. Certificates of participation issued betore fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Lducation, and Welfare: Department of Housing
and Urhan Development; Small Business Administration; and the Veterans
Administration.

6. DIf-budget.

Imu Some data are estimated.

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank (FFB).

9. 'The FFB, which began operations in 1974, is authorized to purchase or sell
obligations issued, sold, or guaranteed by other federal agencies. Since FFB
incurs debt solely for the purpose of lending to other agencies, its debt is not
included in the main portion of the table in order to avoid double counting.

10. Includes FFB purchases of agency assets and guaranteed loans: the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being generally small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.
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1.45 NEW SECURITY ISSUES Tax-Exenmipt State and Local Governments

Millions of dollars

- } 1986 19%7
I'ype of issue orissuer, 1984 1985 1986 . e
o1 use
Nov, Dec. Tan. t'ch. Mar. Apr. May” June
t AN issues, new and refunding?. .o Lo ] 106,641 | 214,189 | 134,606 1,810 15,662 7,343 8,969 | 14,591 ‘; 6,849 6,037 $,674
Iype of issue
2 General obhigation e 26,485 52,622 44 K 1,607 4,426 1,100 3,643 3,853 3,449 2,872 3,178
3 Revenue oo - 80,156 161,567 89 806 9,403 11,236 6,243 5,325 10,738 3,408 3,168 0,496
fype of issuer
4 Stale o 9129 13,004 14,935 6 961 153 1,364 L2 427 1,001 1,132
§ Special district and statutory aulhm 63,550 | 134,363 79,291 8,124 10,43) 5,278 SB25 1 10,004 4,790 3,009 i‘iﬁ‘)
6 Municipalitics, counties, townships 33,962 66,822 40,374 2759 4,265 1,915 1,781 3.370 1,637 2.007 2.983
7 fssues for mew capitad, total ..o 94,050 | 156,050 79,195 4,220 10,050 1,930 2,774 4,480 3,237 3,848 7,498
Use of proceeds
8 Education . AP 7.553 16,658 16,948 5606 928 452 448 659 T4 789 1,039
9 ‘T'ranspor wation. . . . 7.552 12,070 ) 11666 843 356 92 145 111 Vg 194 708
10 Utilities and u)nsmv.llmn 17.844 | 26,852 35,383 671 1,168 681 482 444 371 561 1,476
11 Social weltare ... .. .. 29928 63,181 17,332 293 3.944 380 827 99j 468 454 INTK]
12 Industrial aid . 15,415 12,892 5,594 483 2845 K1) 89 368 33 161 325
13 Other purposes ... 15,758 24,398 47,433 483 1,829 286 1.084 1,907 1,295 1,689 2,840

1. Par amounts of long-term issties based on date of saic,

2. Includes school districts beginning April 1986. Association for earlier data.

Sourcrs. Securitiey Data Company beginning April 1986, Public Sccurities

Buriening

[.46 NEW SECURITY ISSUES Corporations

Milliony of dollars

This new data source began with the November

» ! ) 1986 1987
I'ype of issue or issucer, 1984 198 L1986 S S —
or use
Oct. Nov. Dec. Jan. Feb. Mar. Apr.” May
P ADissues! oo . 132,531 201,269 375,056 28,577 28,822 25,168 23,165 24,0417 33,145 21,851 17,928
2Bondst .o 169,903 165,754 313,226 23,471 22,223 18,920 20,250 20,2747 23,335 17,634 11,336
type of offering
3 Public. ... R 73,579 119,559 232 465 23471 22,223 18.920 20,250 20,274 23,335 17,634 t1,336
4 Private ple \Lumnt‘ DR 36,324 46,195 80,761 n.a. n.a. n.. n.a. (I n.a. n.a. .
Industry group
S Manufacturing ... 24,607 52,128 78,584 2,085 3,378 3,786 4,168 3,679 6,349 2,184 3,789
6 Commercial and miscellancous, | 13,726 15,140 37,277 1,067 1,213 2,067 1,074 1,714 3,756¢ 1,365 467
7 Transportation | ., . . 4,694 5,743 9,734 170 0 70 0 100 S21 168 21
8 Public utility .. 10,679 12,957 31,058 2,537 2,587 2,498 1,491 2,715 694 1,370 5§72
9 Communication | .. .. 2,997 10,456 15,489 1,255 1158 7i6 65 250 K10 106 138
10 Real estate and llnllnu;ll ............. 53,199 69,332 141,086 16,387 13 888 9,723 13,455 1817 11,706 12,448 6,349
{1 Stocks 22,628 35,515 61,830 5,106 6,599 6,248 2,915 3,767 9,810 4,217 6,589
Tvpe
12 Preterred oo oo 4,118 6,508 11,514 817 1,390 1,293 429 908 2,287 526 1,289
ICommon. ... o o 18,510 .010 50,316 4,289 5,209 4,958 2,480 2,862 7.553 3.691 5,300
4,054 S. 700 14,234 S70 2,565 1.7%] kI 814 2016 653 1,185
6,277 9,149 9,252 1,271 535 709 148 437 2,366 2.203 1,424
16 Transportation 589 1,544 2,392 SH N 1%3 0 191 299 230 3
17 Public utility .. .. 1,624 1.966 3,791 410 218 873 237 509 907 297 314
18 Communication ........... . 419 978 1,504 59 104 104 16 9 51 18 200
19 Real estate and financial ... 9,668 16,178 30,657 2,288 3,162 2,601 2149 1,807 1 4,165 816 3,403
L. Figures, which represent gross proceeds of issues maturing in more than one 2. Monthly data include only pubtic olterings.
year, sold for cash in the United States, are principal wmount or number of umts 3. Data are not available on a monthly basis.
multiplicd by oftering price. Excludes offetings of less than $100,000, scecondary Sources. DD Intormation Services, Inc., U.S. Sccurities and Exchange

offerings, undefined or exempted issues as defined in the Securities Act of 1933, Commission and the Board ot Governors of the Federal Reserve System.

cmployee stock plans, investment companies other than closed-end, intracorpo-
rate trunsactions, and sales to foreigners,
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1986 1987
ltem 1985 1986/
Sept. Oct. Nov. Dec. Jan, Feb. May. Apr.
INVESTMENT COMPANIES!

1 Sales of own shares.................. A 222,670 | 411,483 37,150 33,672 44,796 50,116 36,307 40,378 42,857 28,295
2 Redemptions of own shares? ... ... ... 132,440 1 239,394 20,782 20,724 34835 26,565 21,576 24,730 37,448 23,453
3 Netsales ... 91230 172.089 16.368 12,948 9.961 23,551 14,731 15.648 5,409 4.842
4 Assetsh.. ... P . 251,695 | 424,156 | 402,644 | 416,939 | 424,156 464,415| 490,643 | 506,752 ] 502,487 500,669
S Cash position®. 20,607 716 30.826 29,579 30,716 34,098 15,279 17,090 43,009 E

6 Other...................... 231,088 393,440 371 818 387.360 93,4400 430,317 455364 469 662 459 478 462,

1. Excluding money market funds

2. Includes reinvestment of investment income dividends. Excludes remvest-
ment of capital gains distributions and share issue of conversions from one fund to
another in the same group.

3. Excludes share redemption resulting from conversions from one fund to

5. Also includes all ULS, Treasury securities and other short--term debt
secunties.

Note. Investment Company Institute data based on reports of members, which
comprise substantiatly all open -end investment companies registered with the

another in the same group.

4. Market value at end of period. less current liabilties.

Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at scasonally adjusted annual rates.

1985 1980 1987
Account 1984 1985 1936/
Q2 Q3 Q4 Q1 Q2 03 Q4 QI

| Corporate profits with inventory valuation and

capital consumption adjustment ... .. 266.9 277.6 284.4 274.2 2928 2778 288.0 286.4 2811 294.0
2 Profits before tax. 239.9 224 .8 231.9 218.0 230.2 2335 2189 236.3 247.9 257.0
3 Profits tax liability. ........... ... ... 93.9 96.7 105.0 93,2 100.5 9.1 98.1 106.1 113.9 128.0
4 Profits atter tax .. 146.1 128.1 126.8 124.8 129.7 134.4 1209 130.2 134.0 129.0
5 Dividends ... .. . 79.0 813 86.8 813 81.2 81.7 84.3 87.7 88.6 90.3
6 Undistributed profits. ... . 67.0 46.8 40.0 43.5 48.5 2.7 36.6 425 45.4 K7
7 Inventory valuadon ... S8 8 6.5 1.8 6.5 8 17.8 6.0 8.9 1.3
8 Capital consumption adjustment ............ ... 32.8 S3.8 46.0 54.4 56.0 S54.2 S1.3 4.0 42.1 48.2

SOURCE. Survey of Current Busineys (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities!

Billions of doltars, except tor ratio

1985 1986
Account 1980 1981 1982 1983 1984 —— —— -
L Q1 L 2 3 Q4 L_()l
P Currentassets. .. ... o 1,328.3 1,419.6 1,437.1 1,875.9 1,703.0 1,722.7 1,734.6 1,763.0 1,784.6 1,795.7
2 Cashooooooo oo . .. 127.0 [15.6 147.8 171.8 173.6 167.5 167.1 176.3 189.2 1953
3 U8, government securitie AU 18.7 17.7 23.0 3.0 36.2 3587 AN 2.6 33.0 3.0
4 Notes and accounts receivable S07.5 532.8 517.4 583.0 6331 650.3 654.1 661.0 671.5 663.4
5 lnventories ... N . PN 543.0 584.0 579.0 603.4 656.9 665.7 666.7 675.0 666.0 679.6
6 Other . t32.1 149.7 1698 186.7 203.2 203.5 2402 2{8.0 224.9 2263
7 Current liabilities. ... ... ... ... .. R 890.6 971.3 986.0 1,059.6 1,163.6 1,174.1 1,i82.9 12119 1,233.6 1,222.3
8 Notes and accounts payable ..o oo oo S14.4 547.1 55017 595.7 647.8 6369 6S1.7 6704 682.7 6684
9 Other. .. oo N RV 376.2 424.1 4353 463.9 S1S.8 5371 S3L2 S541.5 550.9 553.9
10 Net working capitat . ... .. J N .. 437.8 448.3 451.1 516.3 539.5 548.6 5517 551.1 5550 573.4
11 MEMO: Carrent ratio®. . oo . J t.492 1462 1.458 1.487 t.464 1.467 1.466 1.455 1.447 1.469
1. Por a description of this series, see “"Working Capital of Nonfinancial 2. Ratio of total current assets to total current labilities.
Corporations’ in the July 1978 Butierin, pp. $33-37. Data are not carrently Source. Federal Trade Commission and Burcau of the Census.
available after 1986:1.
1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at scasonally adjusted annual rates.
1985 1986 1987
Industry tORS 1986 19871 S -
Q4 Qi Q2 Q3 Q4 Qt Q2 Q3!
I ‘Total nonfarm business .. ... ... .. 38743 379.27 390.89 397.88 377.94 371892 374.55 88.69 372.24 392.02 397.06
Muanufucturing
2 Durable goods industries ... . 73.27 69,08 70.86 75.47 68.01 68.33 69,31 70.68 069.72 73.06 71.84
3 Nondurable goods industries. ... ... R0.21 73.68 75.05 #2.79 76.02 73.35 69.89 75.33 69.65 73.83 76.61
Nowmanuwfacturing
4 Mining. ... F . 15.88 11.28 10.45 15258 12.99 11.22 10.15 10.63 t0.17 10.85 10.60
Transportation
5 Railroad 7.08 6.63 6.06 6.74 6.22 6.77 7.3 6.25 5,29 6,32 6.84
6 Alv ..o 4.79 6.26 6.76 6.07 6.58 5.77 5.69 6.99 7.58 6.76 6.36
7 oOther.. ... o 6,45 586 6.58 6.34 5.42 S.74 6.03 6.24 .91 639 6.82
Public wtilitics
8 Lilectric ..o 360t 33.93 32,93 36.38 34.21 33.81 33.91 3378 30.81 33.51 33.97
9 Gas and other. . .. .. . . 12,71 12.5] 12.71 13.41 12.82 12.74 11.99 12.49 12.63 12.43 12.82
10 Commercial and other?. ... ... ... .. 15093 16010 169.50 155.42 155.67 15818 160.25 166.3) 160.49 168.86 170,19
A'lrade and services are no longer being reported separately. They are included 2. 7 Other™ consists of construction; wholesale and retail trade; finance and
in Commercial and other, line 10. insurance; personal and business services: and connmnunicatiot,

b Anticipated by business. SOQURCE, Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities
Billions of dollars, end of period
198S 1986 1987
Account 1982 1983 1984
Q3 Q4 Q1 Q2 [OX} Q4 Q1
ASSETS
Accounts receivable, gross
1 Consumer............ 75.3 83.3 89.9 108.6 113.4 17.2 125.1 137.1 136.5 133.9
2 Business . .. 100.4 113.4 137.8 143.7 158.3 165.9 167.7 161.0 174.8 182.8
3 Real estate . o 18.7 20.5 238 26.3 28.9 29.9 30.8 2.1 33.7 151
4 Total Lo 194.3 217.3 251.8 278.6 300.6 iy 323.6 330.2 345.0 351.8
Less:
S Reserves for unearned income. ............. ... 29.9 30.3 338 38.0 39.2 40.0 40.7 42.4 41.4 40.4
6 Reservesforlosses. ... ... o o 33 37 4.2 4.6 49 5.0 51 5.4 58 5.9
7 Accounts receivable, net..... oo 161.1 183.2 213.8 236.0 256.5 268.0 277.8 282.4 297.8 305.5
8 Allother........ ... .. ... 30.4 4.4 357 46.3 453 48.8 48.8 599 57.9 9.0
9 Totalassets. .............. ... ..o 191.5 217.6 249.2 282.3 301.9 6.8 326.6 342.3 355.6 364.5
LiABILITIES
10 Bank doans. ... oo 16.5 18.3 20.0 18.9 20.6 9.0 19.2 20.2 2.2 17.3
11 Commercial paper ... i S1.4 6.5 731 93.2 99.2 104.3 108 4 112.8 117.8 1191
Debt
12 Other shortterm. ... ... oo 11.9 il 12.9 12.4 12.5 13.4 15.4 16.0 17.2 21.6
13 Long-term ... ... 63.7 67.7 77.2 85§ 93,1 101.0 105.2 109.8 115.6 118.4
14 Al other liabilities e 21.6 31.2 34,5 8.2 40.9 423 40.1 44.1 4314 46.3
1§ Capital, surplus, and undivided profits ............ 26.4 28.9 315 34.1 357 6.7 8.4 39.4 19.4 41.8
16 Total liabilities and capital. . ...................... 191.5 217.6 249.2 282.3 3019 316.8 326.6 342.3 355.6 364.5
Notk. Components may not add to totals because of rounding.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
(,'h'.\x\gq.gn luhclct\ums Extensions Repayments
Accounts receivable
receivable  —
Type O aning 1987 1987 1987
1987
Mar. Apr. May Mar. Apr. May Mar. Apr. May
T Total ..o 187,450 1,579 | 3,534 2,904 | 29,836 | 29.212 | 28,101 | 28,257 | 25,678 | 25,197
Retail financing of installment sales
2 Automotive (commercial vehicles) ... 28,627 570 750 739 1.138 1.200 1,507 568 449 768
3 Business, industrial, and farm equipment ... ... 22,698 -40) 4 310 1,258 1.352 1.460 1.295 1,349 1,150
Wholesale financing
4 AUTOMOLIVE .o 30,739 995 620 1,133 12,676 | 11.474 | 10,709 [ 11,681 | 10,854 9,577
S Equipment ... . . 5,464 -235 76 ~16 672 690 513 97 614 530
6 Allother...... ... ... .. . 8,683 269 -2 75 3,064 3.056 | 2964 2,795 3.082 2.889
Leasing
7 Automotive ... 20,495 77 S1S -78 1,148 1.136 1.455 1.071 622 1.533
8  Equipment .. .. 39,528 440 582 182 995 970 838 S35 388 655
9 Loans on commercial accounts receivable and f
commercial accounts receivable ... oo L 16,791 —652 723 96 7.664 8.122 7.262 8.316 7.399 7,166
10 Al other business credit. ... oo 14,428 155 290 464 1,224 1211 1.394 1,069 921 929

These data also appear in the Board's G.20 (422) refease. For address, see

inside front cover.

1. Not seasonally adjusted
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1.53 MORTGAGE MARKETS
Miltions of dollars; exceptions noted.
1986 1987
ltem 1984 1985 1986
Dec. Jan. Fel. Mar. Apr. May June
Terms and yields in primary and secondary markets
PRIMARY MARKETS T
(Jl)nvellni(uml mortgages on new homes
Terms
I Purchase price (thousands of doflars) .. ... .. .. 96.8 104.1 118.1 124.8 132.6 135.6 130.2 136.9 132.9 129.5
2 Amount of loan (thousands of dollars) .| 73.7 77.4 86.2 93.2 97.3 99.1 95.0 100.9 99,0 9S8.5
3 Loan-price ratio (percent) 78.7 77.1 75.2 76.4 75.5 75.3 74.3 75.2 7617 75.4
4 Matunity (years) 278 26.9 26.6 27.4 27.7 27.6 27.1 27.1 28.0r 279
5 Fees and charges (percent of loan amount)? .. ... .. 2.64 2.53 2.48 2.46 2.23 2.21 2.20 2.23 2.26" 2.38
6 Contract rate {percent per anpuml. ... 11.87 1142 9.82 9.28 9.14 R.R7 8.77 {84 R.99 9.10
Yield (pereent 4}('!‘ year)
7T¥ L 12.37 11.58 10.25 9,69 9.51 9.23 914 9.21 9,37 9.50
8 HUD sertes?. ..o oo 13.80 12.28 10.07 9.33 9.09 9.04 9,19 111 10.44 10.29
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (HUD series)S. .. . 13.81 12.24 9.91 9.21 8.79 8.81 8.94 10.02 10.61 10.33
10 GNMA securities®. .. ... o o 13.13 11.61 9.30 8.62 8.46 8.28 818 8.85 9.40 9.50
Activity in secondary markets
o 1 T -
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
11 Total N e - - 83,339 94,574 98,048 97,895 96,382 95,514 95,140 94,404 94,064 94,064
12 FHANY L .. 35,148 34,244 29,683 23121 22,178 22,003 21,843 21,765 21,999 21,892
13 Conventional 48,191 60,331 68,3635 74,774 74,204 73,451 73,297 72,639 72,065 72,173
Mortgage transactions (during period)
14 Purchases ... o 16,721 21,510 30,826 2336 1,346 979 1,435 2,118 1,718 1,690
Mortgage commitments!
15 Contracted (during period) ... ... .o oL 21,007 20,155 32,987 1272 948 912 2,808 3,208 1,726 1,745
16 Outstanding fend of periody ... . ... 6,384 3.402 3,386 3,386 2,258 2,178 3,539 4,421 4,410 4,448
FrEnrral HoMi LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
b7 Total ..o FE 9,283 12,399 13,517 11,564 12,9867 12,911 12,940 12,492
18 FHA/VA . .. 910 841 746 694 686 722 717 708
19 Conventional 8,373 11,559 12,771 10,870 12,3007 12,189 12,223 11,784
Mortgage transactions (during period)
20 Purchases ..o 21,886 44,012 103,474 11,308 7,950 7.961 9,394 9.777 n.a. n.a.
20 Sales oo 18.506 38,908 100,236 11,169 8,269 7.840 9,143 9,357
Mortguge commitments?
22 Contracted (during period) ... o 32,603 48,989 110,855 8.742 7,685 9,197 9,669 8,408

1. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groups; compiled by the Federal Home Loan Bank
Board in cooperation with the Federal Deposit Insurance Corporation,

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

3. Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4, Average contract rates on new commitments for conventional first mort-
gages, from Department of Housing and Urban Development.

S, Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable contract rates.

6. Average net yields to investors on Government National Mortgage Associa-
tion guaranteed, mortgage-backed, tully modified pass-through securities, assun-
ing prepayment in 12 years an pools of 30-year FELA/VA mortgages carvying the
prevailing ceiling rate. Monthly figures are averages of Friday figures from the
Wall Street Journal.

7. Includes some multitamily and nonprofit hospital loan commitments in
addition ta 1- to 4-family loan commitments accepted in FNMA's free market
anction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans.

9. Includes conventional and government-underwritten loans, FHLMC's mort-
gage commitments and mortgage transactions inchude activity under mortgage/
securities swap programs, white the corresponding data for PNMA exclude swap
activity.




1.54 MORTGAGE DEBT OUTSTANDING!

Millions of dollars, end of period

Real Estate  A39

1986 1987
Type of holder, and type of property 1984 1985 1986
Q! Q2 Q3 Q4 Ql
PARholders .. ... 2,033,654 2,266,923 2,566,386 | 2,315,962 | 2,383,989 2,469,796 { 2,566,386 ( 2,628,342
2h-todtamily ... 1317940 | 1,466,773 1.667.055 1,494,603 1,543 681 1,607,113 1,667,055 1,711,106
3 Multifamily. .. . . 185.414 213816 246.925 221,587 229,145 237,410 246,925 250,254
4 Commercial Co A 418,300 480,719 554.733 495 879 509,574 525,122 554,733 567.980
SFarm....... . ... 112,000 105,615 97.673 103,893 101,589 100,151 97.673 96,002
6 Selected financial institutions . ... oo 1,269,702 1,390,394 | 1.508.599 | 1,408,665 | 1,435437] 1,464,213 | 1,508,599 | 1,525,130
7 Commercial banks?®. 379,498 429,196 502.5834 441,096 456,163 474,658 502,534 Si8,
8 1- to 4-family . 196,163 213,434 235814 216,290 221,640 228,593 235,814 241871
9 Multifz\mily.. 20,264 23,373 31173 25.389 26,799 28,623 31,173 31,869
10 Commercial . 152,894 181,032 222.799 187,620 195,484 204,996 222,799 232,000
1l Farm ....... 13,177 11,357 12.74R 11,797 12,240 12,446 12,748 13,258
12 Savings banks ... 154,441 177,263 226.409 188,154 203,398 215,036 226,409 227,087
13 1- to 4-family .. 107,302 121.879 156.236 131,381 142,174 149,786 156,236 156,683
14 Multifamily. . 19.817 23,329 30476 23,980 26,543 28,400 30,476 30,574
1S Commercial . . AP 27.291¢ yn 39.592 32,707 34,577 36,762 39,592 19,725
16 Farm ..o e 31 82 108 86 104 88 105 105
17 Savings and loan assoCialions. . ... §55.277 583,236 553.080 574,732 565,037 §57.13% 553,080 547,383
18 1- 10 4- (dn\lly e 421,489 432,422 403.611 420,073 413,865 408,152 403,611 399,042
19 Multifamily .. .. 55,750 66,410 66.898 67,140 66,020 65,827 66,898 66,781
20 Commercial ............... .. .. .. 77,605 83,798 82.070 86,860 84,618 82,644 82.070 81,122
21 Farm . 433 606 SOt 659 534 Sté S04 438
22 Life insurance compani . . .. 156,699 171,797 192,975 174 823 180,041 185,269 192,975 196,575
23 I-todfamily ..................... o s 14,120 12,381 12.763 12,605 12,608 12,927 12,763 12,763
24 Multifamily............ ... ... D 18,938 19,894 20.847 20,009 20,181 20,709 20,847 20,997
25 Commercial . e F 111,475 127,670 148.367 130,569 135,924 140,213 148,367 151,867
26 Farm ....... .. 12,466 11,852 10.998 1,640 (1,328 11,420 10,998 101,948
27 Finance companies? .. 23,787 28,902 33.601 29,860 30,798 32,111 33,601 35,087
28 Federal and related agencies .......... . ... . 158,993 166,928 203.800 165,041 161,398 159,505 203,800 198,728
29 Government National Mortgage Associ 2,301 1,473 889 1,533 876 887 889 846
30 1- to 4-family 58S 539 47 527 49 48 47 46
34 Multifamily . 1.716 934 842 1,006 827 839 842 800
32 Farmers Home Adminis 1,276 733 48.421 704 570 457 48.421 48,203
33 1- to 4-family .. .. .. 213 183 21.625 217 146 132 21,6258 21,390
34 Muftifamily . . .. 119 113 7.608 3 a6 57 7.608 7,710
35 Commercial ......... i 497 159 8.446 217 111 115 8,446 8,463
36 Farm ... . 447 278 10.742 237 247 153 10,742 10,640
37  Federal Housing and Veterans
Administration. ... oo . 4,816 4,920 5.047 4,964 5,094 4,966 5,047 5,091
38 - to 4-family .. 2,048 2,254 2.386 2,309 2,449 233t 2.386 2,440
39 Mulllmmlly ...... 2,768 2,666 2.661 2,655 2,645 2,635 2,661 2,651
40 Federal National Mun[,age S8 87,940 98,282 97.895 98,795 97,295 97,717 97,895 95,140
4) -todfamily ... ...l 82,175 91,966 90.718 92.3t5 90,460 90,508 90,718 88,126
42 Multifamily. . .. . 5.765 6,316 7477 6,480 6,835 7.209 7477 7,014
43 Federal Land Ban] 52.261 47,498 39.984 45,422 42.119 39,984 38,684
44 1- to 4-family . . 3,074 2,798 2353 2,673 2,478 2,353 2,276
45 Farm . 49,187 44,700 37.631 39,641 37,631 36,408
46  Federal Home Loan Mortgage Cmpumuon 10,399 14,022 11.564 13,359 11.564 10,764
47 l-tod-family ... 9,654 11,881 10,010 10,010 9,610
48 Multifamily.. .. ... .. 745 2,141 1,554 1,554 1,154
49 Mortgage pools or trusts® .. ... 332,057 415,042 529.763 440,701 $22,721 529,763 573,372
50  Government National Mortgage Associ: 179.981 212,145 260,869 220,348 241,230 260,869 277,386
51 1- to 4-family 175,589 207,198 285132 215,148 235,664 255,132 271,065
s2 Multifamity . . 4,392 4,947 5,737 5,200 5.566 5,737 6,321
53 !*edcral Home Loan Mortgage Lorpoumun 70,822 100,387 171372 110,337 146,871 171,372 187,962
34 - to 4-family L .. 70.253 99.515 166,667 108,020 143,734 166,667 182,857
35 Mu]tlfdmll .................... R . 569 872 4,705 2.317 3,137 4,705 5,108
56  Federal Nanondl Mortgage Association . R . 36,215 54,987 97,174 62,310 86,359 97.174 107,673
57 I-todfamily .. .............. .. .. R .. 35,965 54,036 95,791 6l.117 85,171 95.791 106,068
58 Multifamily................ o .. 250 951 1.383 1,193 1,188 1.383 1,605
59  Farmers Home Administration®. . 45,039 47,523 348 47,706 48,261 348 351
60 I- to 4-family . 21.813 22,186 142 22,082 21,782 142 154
61 Multifamily . . . 5.841 6,675 n.a. 6.943 7,353 n.a. n.a.
62 Commercial . .. 7,559 £,190 132 8,150 K 8,409 132 127
63 Farm .o 9.826 10,472 74 10,534 10,627 10,717 74 70
64 I[ndividuals and others® .......... . ... ... 272,902 294,559 324224 301,555 351,539 323,357 324,224 328,112
65 - to 4-family ... . 153,710 165,199 180,159 167,755 174,396 182,569 180,159 181,628
66 Multifamily. . ... 48,480 55,195 65,864 57.850 60,938 63,635 65,864 67,673
67 Commercial . RPN 41,279 47,897 53,327 49,756 50.513 51,983 §3,327 54,676
68  FATl ..ot e 29,433 26,268 24.874 26,194 25,692 25,17¢ 24,874 24,135

1. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve, Multifamily debt refers to
loans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not bank trust
departments,

3. Assumed to be entirely 1- to 4-family loans.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were

reatlocated from FmHA mortgage pools to FmHA mortgage holdings in 1986: 4,
because of accounting changes by the Iarmers Home Administration.

5. Owtstanding principal balances of mortgage pools backing securitics insured
or E,uammud by the agency indicated.

6. Other holders include mortgage companies, real estate investment trusts,
state and local credit ¢\§,cnuu state and Jocal retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.
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1.55 CONSUMER INSTALIL.MENT CREDIT! Total Qutstanding, and Net Change, seasonally adjusted
Miltions of dollars
1986 1987
Holder, and type of credit 1985 1986
Sept, Oct, Nov. Dec. Jan, Feb. Mar. Apr.’ May
Amounts outstanding {end of period)
— .
Plotal, oo oo 522,805 §77,784 | 571,280 576,874 577,656 | 577,784 578,578 579,591 579,913 583,595| 583,037
By major holder
2 Ceommercial banks 242,084 261,604 258,990 260,940 262,949 261,604 261,694 262,105 261,933 263,433 263,146
3 Finance companics 113,070 136,494 135,516 138,038 136,314 136,494 {35,802 136,009 136,050 137,091 136,398
4 (redit unions . 72,119 77.857 76,299 76,995 77,508 77,857 74,284 78,492 78,569 79,255 79,555
S Retailers®. .. .. 38,864 40,586 40,455 40,565 40,496 40,586 40,617 40,644 40,469 40,467 40,318
6 Savings institution: 52,433 58,037 56,687 57.046 57.168 58,037 58,906 59,031 59,488 59,826 60,045
7 Gasoline companies ... 4,238 3,208 3,333 3,289 3,22t 3,205 3,276 3,311 3,408 3,522 3,576
By major type of credit
8 Automobile. .. oo 208,057 245,055 239,014 243,400 243,008 245,055 245,472 246,064 246,290 247,663 247,507
9 Commercial banks 93 003 100,709 98,057 99,385 100,221 100,709 101,389 101,688 104,528 10,781 102,079
10 Credit unions . 35,635 34,029 38,248 38,597 38,854 39,029 39,243 39,347 39,386 39,730 39,880
11 Finance companies 70,091 93,274 91,241 93,786 92,188 93,274 92,617 92,780 93,032 93,738 93,089
12 Savings institations .. ..o 9.328 12,043 11.468 11.632 11,742 12,043 12,223 12,249 12344 12,414 12,459
13 Revolving .. ... oo 122,021 134,938 | 133,123 133,816 134,391 134,938 134,916 135663 1351661 136,706 136,814
14 Commercial banks. 75,866 85,652 84,430 84,868 85,426 85,652 85,395 R6,053 85,567 86,929 87,075
15 Retalers ... .. 34,698 36,240 36,086 36,190 36,137 36,240 36,277 36,308 36,141 36,139 36,009
16 Gasoline companies . 4,235 3,208 3.333 3,289 3,221 3,208 1,276 330 3,408 3,822 3.576
17 Savings institmions .. 5,708 7.713 7,308 7,445 7,529 7.713 7,829 7,845 7,906 7,951 7,980
18 Creditunions . ..o oo o 1,520 2028 1,466 2,024 2,078 2,128 2,139 2,145 2,147 2,166 2,174
19 Mobile home ..o 25,488 25,710 25,732 25,784 25,731 25,710 25,852 25,789 25,614 25,626 25,483
20 Commercial bank 9,538 8,812 9,016 9,025 8.951 8,812 8,787 8,739 8,725 8,698 8,556
20 Finunce companie . 9,391 9,028 9.216 9,149 9,091 9,028 9,077 9,045 8,823 LR 8,78S
22 Savings institutions .. ... L 6,559 7,870 7.500 7.610 7.689 7,870 7,988 8,005 8,067 8,112 8,142
23 (her. 167,239 172,081 173,411 173,874 174,529 172,084 172,338 172,076 172,844 173,600 173,232
24 Commercial banks 63,677 66,431 67,487 67,662 68,351 66,43 66,122 65,625 66,113 66,026 65,435
25 Ploance companies 33,588 34,192 35059 35,104 35,035 34,192 34,108 34,183 34,196 34,537 34,524
26 Credit unions . ... 34,964 36,700 36,085 36,374 36,576 36,700 36,501 36,999 37,036 37,359 37,500
27 Retailers . 4,169 4,346 4,369 4,378 4,359 4,346 4,340 4,336 4,327 4,328 4,310
28 Savings institutions 30,841 30,412 0,411 30,359 30,208 30,412 30,867 30,932 3,172 31,349 31,463
Net change (during period)
20 fotal. .o 76,622 54,979 7,620 5,594 782 128 794 1,013 322 3,682 —558
By mujor holder
30 Commercial banks, ... o000 o0 32926 14,520 [,508 1,950 2,009 1,345 90 411 172 1,500 287
31 Finance companies? ... .. 23,566 23,424 6,251 2.5 1,724 1RO 692 207 41 1,041 --693
32 Creditunions oo 6,493 5,738 [§1:94 690 513 349 427 208 77 H86 300
33 Retailers®. ... 1,660 1.722 76 110 69 90 3t 27 175 2 149
34 Saviongs institutions . . . o 12,103 5.604 837 359 122 869 869 125 457 338 219
35 Gasoline companies ... 126 - 1,030 39 44 [ 16 7t 35 94 117 S4
By mujor type of credit
36 Automobile. ..o 35,705 36,998 7.814 4,386 398 2,050 417 592 226 1,373 156
37 Commercial banks. 9,103 7,706 1,186 1.328 836 488 680 299 160 253 298
38 Credit unions .. .. 5,330 3,394 332 349 257 175 214 104 19 344 150
39 Floanee companies 17,840 73,183 6,373 2,548 1,598 1,086 657 163 252 706 649
40 Savings institutions 3,432 2,718 77 164 110 301 180 26 9s 70 45
41 Revolving 22,401 12,917 57 693 575 547 22 747 447 1,540 108
42 Commer 17,721 9,786 115 438 558 226 257 658 486 1,362 146
43 Retailers ... ., 1,488 1.545 58 104 53 103 37 31 167 -2 130
44 Crasoline companies ... - 126 1.030 kY 44 [ - 16 71 35 94 117 54
45 Savings tnstitutions . .. . 2771 2,008 17 137 K4 {84 116 16 61 45 29
46 Creditunions ... 547 608 56 SH 54 50 1 6 2 19 8
47 Mobile home ..., ... 778 222 =207 52 53 21 142 63 175 12 143
48 Commercial banks. 8S 726 39 9 74 139 25 48 14 27 142
49 Finance companies . --405 363 121 67 S8 63 49 2 222 7 31
S0 Savings institutions . ... 1,268 1311 47 10 79 181 118 17 62 45 10
51 Other ..., N 17,738 4,842 0 463 658 2,448 287 =262 168 756 - 368
52 Commercial banks. 6,187 2,754 476 175 6RY 1,920 -309 497 488 87 591
S3 Finance companies 6,131 604 2 45 - 69 843 84 75 13 341 13
S4 Credit unions 616 1,736 274 289 202 124 201 9% 37 323 141
S5 Retailers ..., . 172 177 I8 6 16 13 6 -4 9 1 I8
56 Savings institutions ... ..o o 4,632 429 696 52 sl 204 458 65 240 177 114
{. The Board's scries cover most short- and intermediate-term credit extended . More detail Tor finance companies is available in the G.20 statistical release.

t individuals that is scheduled to be repaid (or has the option of repayment) in

two or more installments.

. bxcludes 30-day charge credit held by travel and entertainment comparies.
. All data have been revised.



1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent unless noted otherwise

Consumer Installment Credit

Adl

{986 1987
ltem 1984 1985 1986
Nov. Dec. Jan. Feb. Mar. Apr. May
INTEREST RATES

Commercial banks!
I 48monthnewcar® ... ... ... ............. 13.71 12.91 11.33 10.58 n.a n.a. 10.35 n.a n.a, 10.23
2 24-month personal. . . . 16.47 15.94 14.82 14.19 n.a n.a, 14,10 n.a n.a. 14.00
3 120-month mobile home® . . .. . .. 15.58 14.96 13.99 13.49 n.a n.a. 13.42 n.a n.a, 13.18
4 Creditcard.......... ... 18.77 18.6% 18.26 18.09 n.a n.a. 18,10 n.a n.a. 17.92

Auto finance companies
§ New car 14.62 11.98 9.44 11.83 11.71 11.65 10.78 10.59 10.81 10.69
6 Used cur 17.85 17.5% 15.95 15.20 15.12 14.62 14.56 14,40 14.49 14.45

OTHER TERMS?

Maturity {(months)
7 New car 48.3 51.5 50.0 514 533 S3.8 53.6 53.7 543 53.5
8 Used car 39.7 414 4.6 42.6 427 44.8 4.7 44.9 45.0 45.2

Loan-to-value ratio
G NEW CAY L 88 91 91 93 93 94 94 94 94 93
10 Usedcear.......... 92 94 97 97 98 98 99 99 98 98

Amount financed (doll
Il New car 9,333 9915 10,665 11,160 10,835 10,902 10,602 10,641 10,946 11176
120 Used Car . .o 5,691 6,089 6,555 6,946 7,168 7,067 7,078 7.145 7,234 7,373

L. Data for midmonth of quarter only.

2. Before 1983 the maturity for new car loans was 36 months, and tor mobile

home loans was 84 months.

sce inside front cover.

3. At auto finance companies.
NoTE. These data also appear in the Board’s G.19 (421) release. For address,
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dolars: halt-yearly data are at secasonally adjusted annual rates,

ber

1987

1984 1988 1986
Transaction category. sector 1981 1982 1981 1984 1985 1986
mJ km l e f l 2
Nonfinancial sectors
-
1 ‘T'otal net horrowing by domestic nonfinancial sectors .. 5.8 | 387.4 | S48.8 | 756.3 | 869.3 | K340 | 727.8 | 784.8 | 732.0 | LOO6I| T06.0 | 9625
By sector and instrument
2 U.S government ..o 87.4 1 1613 | 186.6 | 1988 | 223.6| 2143 18E3 | 2163 | 2008 24550 2113 | 2175
3 Freasury securities. ..o . 87.8 | 162.1 186.7 199.0 2237 2147 IBLS | 2164 | 2019 245.5] 211.4 218.0
4 Apency issues and mortgages .5 9 Nl 2 1 3 2 A N . .S
S Private domestic nonfinancial sectors ... L 288.5 1 2262 | 362.2 | SST.5 | 6457 619.6 | 5465 | S68.5 | S30.8 T60.6( 494.7 | 745.0
6 Debt capital instruments ... . . 155.5 | 1483 | 252.8 | 314.0 | 461.7 | 461.7| 2984 | 3296 [ 3554 SO8.01 3923 | 8312
7 Tax-cxempt obligations . 234 442 53.7 S04 182.4 49.5 42.8 SKR.0 67.5 2373 15.9 83.0
] Corporate bonds 08 18.7 6.0 461 391 1137 2 61.1 na 7500 1370 90.4
9 Mortgages 109.3 854 183.0 217.5 2154 1 2985 2245 | 2108 21582 255.7] 2393 387.7
10 Home mong‘ e 722 50.5 ] 117 1299 | 15031 19921 13521 1247 ) 133.1 167.51 156.1 | 242.3
11 Multifamily residential 4.8 sS4 14.1 251 292 33.0 7.8 22.7 24.6 330 308 35.1
12 Commercial . 2.2 25.2 49.0 633 62.4 737 629 63.7 613 64.4 59.7 877
13 Farmo.ooooo oo 10,0 4.2 28 R 6.4 1.4 11 .S 28 10.0 7.4 7.4
14 Other debt instruments . 133.0 779 | 109.5 243 .5 184.0 [ 157.9 | 248.1 2389 175.4 192.61 102.4 2139
s Consumer credit N6 17.7 6.8 95.4) 96.6 65.8 98.7 913 7.3 939 0.6 61.6
16 Bank Jouns nee.c. . 57.0 S2.% 25.8 Rl 41.3 714 919 8.4 24.9 57.7 i7.6 124.4
17 Open market pap . 14.7 6.1 R 0.7 4.6 9.3 24.8 18.7 12.3 16.9 15.7 3.0
18 Other..ooooo oo kLW 134 217 46.6 RINC] 303 327 6.5 4.9 22,00 299 30.7
19 By borrowing sector ... oo 2885 226.2 | 3622 S57.5 6457 | 619.6 | 5465 S68.5 5308 760.6] 494.7 745.0
20 State and local governments 6.8 218 34.0 27.4 | W78 59.4 252 29.6 S6.8 1S8.7( 357 83.2
21 Houscholds ..o 00 121.4 8%.4 188.0 239.8 295.0 | 2821 2328 | 2406, 253.6 336.4| 222.4 342.3
1 Farm.o..o.o..o00 0 16.6 6.8 4.3 A 13.6 14.4 4 . 59 213 15.1 13.7
23 Nonfarm nununpohm . e 38.5 40.2 76.6 97.1 92.8 | 11461 1014 92.7 35.6 99.91 944 | 1347
24 COrPOTAte . .o 105.2 69.2 59.3 193.4 163.7 178.01 187.4 199.5 140.7 186.8| 157.3 198.6
25 Voreign net borrowing in United States. ... 235 16.0 17.4 6.1 17 9.7 355 na 4.1 7.5) 243 5.0
260 Bonds ..o . 5.4 6.7 3.1 1.3 4.0 3.2 1.1 1.5 58 2.6 7.1 R
27 Bank loans n.ec. . 3.0 53 3.6 0.6 2.8 1.0 2.2 A 0.l 4 1.4 3.8
28 Open markel paper. . e 3.9 1.9 6.5 6.2 6.2 11.5 18.0 5.6 4.2 8.2 20.6 2.4
29 WLS. government loans oo oo .1 130 4.1 5.3 5.7 4.0 18.7 8.1 7.8 3.6 4.8 3.1
30 Total domestic plus foreign ... ..o 399.3 | 4034 | 566.2 762.4 1 8710 | Bdde | 7633 | 761.5 728.4 | 1,013.5] 730.3 957.6
Financrat sectors
[ T T T 1T T T "
31 Total net borrowing hy financial sectors .. ...... ... 101.9 %0.1 94.0 139.0 1869 | 248.4 | 134.2 | 1438 154.8 218.9) 1859 | 3109
By instriment
32 U.S. government related. . 47,4 64.9 67.8 749 1.5 1737 698 80.0 a2y IL2) 129,58 2178
33 Sponsored credit agency security 0.5 14.9 1.4 30.4 0.6 12.6 294 38 253 15.9 4.4 20.8
34 Mortgage pool seeurities ... 15.0 4.5 66.4 44.4 Y| 1614 40.7 48.2 67.6 92,11 1243 198.6
35 fLoans from U.S, government .. 1.9 I U 1.1 R I s 2.2 R 1.5
36 Private tinanciad sectors oo S4.8 282 6.2 63.1 #5.3 4.8 644 638 61.9 108.83]  S6.4 PARI
37 Corporate bonds ... .. 4.4 12.5 12.1 233 36.5 26.6 17.3 293 353 37.7 25,8 27.7
38 Mortgages * N * 4 Bl .1 4 4 ¥ A 6 4
W Bank loans o.c. 1.2 1.9 1 7 2.6 4.0 .1 t4 9 4.2 2.4 5.6
40 Open market pupu . 32.7 v.9 213 241 2.0 24.2 31 17.0 13.9 S0.1 14.4 REN
41 Loans from Pederal Home Loan Banks ..o 16.2 R 7.0 15.7 14.2 19.8 15.7 18,7 1.7 16.7 13.5 26.2
By sector
42 Sponsored credit agencies 324 153 1.4 30.4 21, 2.2 291 g 8.3 18.1 5.2 19.3
43 Mortgage pools ... ... 15.0 49.5 66.4 44 .4 79,9 161.4 40.7 48.2 67.6 921 1243 [98.6
44 Private financiat sectors . §4.5 25.2 26.2 04.1 8.3 748 64.4 638 (1.9 1088 56.4 AN
45 Commercial banks 1.6 1.7 5.0 7.3 4.9 3.6 154 9 9.2 6 6.7 5
46 Bank aftiliates . 9.2 6.8 2.1 15.6 14.5 4.5 3.7 7.5 13.7 15.3 1.7 7.4
47 S(:vmp,s and lu.m uswudlmn\ e 15.5 2.5 2.1 227 2.3 292 20.2 2501 12.1 12.6 231 353
48 Finance mmpumcx 18.5 4.3 11.4 17.8 52.8 44.1 4.3 i3 44.8 609 375 50.6
49 REITs........... ... 2 ' 2 R .S b 8 R 5 9 3
All sectors
SO Fotal net borrowing .. ... . S01.3 [ 493.5 | 660.2 [ 901.4 [ 1087.8 | 1092.1 | 897.5 | 905.3 | BI33 | 1,232.4| Y16.2 | 1268.5
St U.S. government securities ..o 133.0 | 2259 | 2544 2138 324.2 [ 3K8.4 | 2512 | 2964 | 294.8 35351 340.0 436.9
52 State and local obligations ... 234 44.2 537 S04 152.4 “49.5 428 58.0 7.5 2373 5.9 81.0
53 Corporate and hnup) bonds 1.6 378 3.2 0.7 1144 1438 49.6 Y1.9 | 113.5 115,37 1696 | 1174
54 Mortgages. ... ... . 109.2 85.4 183.0 217.8 2354 | 2986 2248 | 2108 [ 2(5.2 25571 2399 357.3
S5 Consumer credit . . 22.6 17.7 56.8 95.0 96.6 65.8 987 u1.3 97.3 9591 70.6 61.6
S Bank loans n.e.c 61.2 49.3 29.3 742 41.0 74.0 £9.6 S8R 19.% 623 214 126.6
57 Open market paper S1.3 5.7 26.9 52.0 528 26.4 738 0.1 0.4 78.2 19.3 334
58 Otherdouns ... .. 68.0 27.6 248 67.6 41.0 458 67.1 68,1 44.8 37.3 39.4 2.3
r.—- — L
ixternal corporate equity funds raised in United States
S0 Totai new shave issues ... ... . o —-3.3 336 67.0 | ~31.1 3751 HY.5 | —40.0 | 222 333 41.6| 146.8 92.3
60 Mutual funds 6.0 16.8 2.1 8.0 034 1917 RPR) 36,6 93.6 TI3.1] 1987 184.6
61 All other. 9.3 16.8 KR 6.1 659 721 79.4 58.8 60.4 718 52.0 92.3
62 Nontinancia menmtmn\ . 1.5 11.4 283 7.0 &1.6 0.8 84.5 69.4 787 87.5) 687 927
63 Financial corporations.... ... 1.9 4.0 2. 6.7 1.7 7.0 59 7.6 1.0 12.4 8.3 5.7
64 Foreign shares purchased in United States. | 3 L5 Y 1.2 4.0 1.6 7 3.0 4.3 3.6 8.5 5.3
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; half-yearly data are at seasonally adjusted annual rates.
1984 1985 1986
Transaction category, or sector 1981 1982 1983 1984 1983 1986
H1 H2 H1 H2 H1 H2
1 Total funds advanced in credit markets to domestic
nonfinancial sectors ... . 3758 | 7.4} S48 ) 756.3 | B6O.3 ) 8340 | TLTR | TEAE 1 T32.6 § (,006.1] TU6.0 | 962.5
By public agencies and foreign
2 Total net advances ................. 104.4 | 1154 | 1153 | 154.6 | 203.3 [ 31011 1325 [ 176.6 [ 2018 204.9] 267.6 | 354.5
3 U.S. government securities, 17.1 2.7 27.6 36.0 47.2 87.% 26.8 45.2 S31 41.3 85.4 90.1
4 Residential mortgages. ..., ... 23.5 61.0 76.1 56.5 94.6 | 158.5 S2.7 60.2 85.6 10371 121.0 196.0
5 ['HLB advances to savings and loan .. 16.2 R -7.0 15.7 14.2 19.8 15.7 15.7 11.7 16.7 13.5 26.2
6 Other loans and securities.. ... oo 47.7 30.4 18.6 46.5 47.3 45.0 37.5 §5.8 514 4321 477 423
Total advanced, by sector
7 U.S. government. . ... 24.4) 15.9 9.7 17.4 17.8 10.9 9.0 257 288 6.7 129 9.0
8 Sponsored credit agencies. . .. 48.2 65.5 69.8 7331 1015 | 1766 74.0 72.5 98.2 104.9) 1353 | 2179
9 Monetary authorities ... 9.2 9.8 10.9 8.4 21.6 30.2 8.8 8.0 237 19.5 9.8 50.6
10 Foreign 23.0 241 249 §5.5 62.4 93.4 40.7 70.4 51.0 73.8] 109.7 771
Agency and foreign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools 47.4 64.9 67.8 749 101.5 173.7 698 80.0 92.9 110.2] 129.5 217.8
12 Foreign ..o o 235 16.0 17.4 6.1 1.7 9.7 388 233 4.1 7.8 24.3 5.0
Private domestic funds advanced
13 Total net advances ... ..o 342,31 3529 | SIB7 | 6827 | 769.2 1 706.2 1 700.5 | 6649 | 619.6 918.81 592.1 | B20.9
14 .S government securities 1159 | 203.1 2269 1 2378 | 277.0 1 3006 2244 2512 1 2417 312.2( 254.8 346.8
1S State and local obligations. 234 44.2 53.7 S0.4 | 1524 49.5 2.8 58.0 67.5 2373 15.9 83.0
16 Corporate and foreign bonds . 19.8 14.8 14.6 126 41.2 794 256 39.6 49.7 327 1042 5319
17 Reswdential mortgages. . ..., 53.8 -5.3 55.0 98.5 84.8 73,7 [ 1099 R7.0 72.0 9y7.5 65.9 81.4
18 Other mortgages and loans . 1459 96.9 | 161.5 ] 279.1 | 2281 | 223.2 | 3136 | 2447 | 2004 255.9| 165.0 1 2819
19 Less: Federal Home Loan Bank advances ... ... 16.2 8 < 7.0 15.7 14.2 19.4 5.7 15.7 1.7 16.7 13.5 26.2
Private financial intermediarion
20 Credit market funds advanced by private financial
INSHILIONS .o 320.2 2019 [ W19 550.5 S54.4 1 6479 SKLE S19.1 471.3 637.4| 572.4 7240
21 Commercial bankin 106.5 1 1102 ] 1443 ] 1689 ] 186.3 | 1948 | 184.2 | 153.5 133.8 2388 1069 | 283.0
22 Savings institutions... ... 26.2 21.8 135.6 149.2 83.4 1053 173.8 124.9 63.0 103.9] 101.4 109.3
23 Insurance and pension funds 93.5 86.2 97.8 | 124.0 | 1410 | 137.2] 1445 ] 1035 ] 1214 160.1] 128.6 ) 1459
24 Otherfinance .. ... .. .. 94.0 43.7 141 ) 108.3 ] 143.6 | 210.5 79.5 | 137.2 ] 1827 134.57 2356 | 1858
25 Sources of funds ..o 3202 7 2619 | 3919 | S50.5 | SS54.4 | 647.9 | SB18 | S19.1 [ 4713 637.4| 5724 | 7240
26 Private domestice deposits and RPs . oo 2145 1952 21220 317.6 ) 204.8 ) 2423 ] 300.2 1 3349 | 203.0 206.6 224.5| 2603
27 Credit market borrowing . ... .o 54.5 25.2 26.2 64.1 85.3 74.8 64.4 63.8 61.9 108.8 56.4 93.1
28 Other SOurces. ... . 512 41.5 i53.4 168.8 264.2 330.8 207.2 120.4 2068 2.0 9IS 370.5
29 Foreign funds . .. -3 31.4 16.3 5.4 17.7 12.4 30 T8 1.2 243 9 240
30 Treasury balances ... -1.1 6.1 -S.3 4.0 10.3 1.7 1 8.2 14.4 6.1] S5 9.0
31 [nsurance and pension reserves............ooa. §9.6 92.5 1 1106 | 1125 ) 107.0 1 1200 ) 146.5 78.5 97.4 116.6] 104.5 135.5
32 Other, et ... 13.6 28.7 38 46.8 129.2 196.6 67.8 259 838 175.01 191.5 202.1
Private domestic nonfinancial invexrors
33 Direct lending in credit markets. .. ... 76.6 | 116.3 1 153.0 | 1964 | 300.2 | 1331 1831 | 209.6 390.2 76.1 1 190.0
34 U.S. governmend SeCurities, .. ..o 371 69.9 9s.5 1329 150.9 R1.0 1422 123.6 171.0 41.4 120.9
35 State and local obligations. ... .. 111 250 380 .6 542 17.8 25.0 4.1 98.40 21.8 57.4
36 Corporate and foreign bonds . 4.0 2.0 12.7 -3.4 132 12.3 268 19.9 1.0 49.3 247
37 Open market paper.......... 1.4 1.3 15.1 8.9 S1.8 1.4 15.7 2.2 96.3 13.8 16.7
W Other ... 310 2.6 16.2 283 251 206 26.9 297 24.0 210 19.8
39 Deposits and currency 22240 204.5 | 2297 | 32017 2181 2627 | 3113 | 3309 2143 241.6 | 284.0
40 Curreney......... . 9.5 9.7 14.3 8.6 12.4 14.4 111 4.1 9.0 10.9 17,9
41 Checkable deposits. ..o 18.5 18.6 28.8 27.8 42.0 9.4 294 26.3 6581 8317 115y
42 Samll time and savings accounts 4731 13574 2153 | 1507 | 137.5 | 1231 | 1364 | 1649 108.0f 119.5 | 126.7
43 Money market fund shares ... .. 107.5 24,7 44,1 47.2 -22 20.8 30.2 64.2 -8.6 29.0 12.7
44 Large time deposits ... . 36.0 5.2 6.3 84.9 14.0 B.2 93.4 76.5 289 9 17.3
45 Security RPs, ... .. . 52 1.1 18.5 7.0 13.4 7.2 10.8 i 12.5 79 na3
46 Deposits in foreign countries ... oo -1.7 4 31 -5 -21 6.0 2.0 - 8.2 1.3 6.2 57
47 Total of credit market instruments,
currency e 299.0 | 320.7 | 3827 517.4 | 5153 3958 | 4944 | S40.5 ) 426.0 604.5) 317.8 | 474.0
48 Pubtlic holdings as percent of total. ... 26.2 28.6 20.4 203 233 36,9 17.4 2 277 20,2 366 37.0
49 Private tinancial intermediation (in percent) 93.6 74.2 75.5 80.6 72.1 91.7 83,1 78.1 76.1 69.41  96.7 88.2
S0 Total foreign funds ..o oo -7 -7.3 41.3 60.9 80.1 1 105.8 43.7 78.2 62.2 98.1] 110.5 | 101.1
Memo: Corporate equities not included above
3T Total netissues ., ... -3.) 33.6 67.0 | ~31.1 37.5 | 1195 —40.1 | =22.2 3.3 41.6| 146.8 92.3
2 Mutual fund shares .. 6.0 16.8 32, 38.0 103.4 191.7 393 6.6 93.6 11313 1987 184.6
i3 Other equities. . ... .. 93 16.8 349 69.1 65.9 721 79.4 SK.K -60.4 71.8 52.0 923
4 Acquisitions by financial institutions . . 19.9 27.6 46.8 8.2 RRR 282 -4.1 20.6 54.9 12.6 35.4 151
35 Other net purchases .. ... ... -23.2 6.4 20.2 394 [ 4.1 94.3 6.0 427 l 20.7 20.0] 11L.4 77.2
NOTES BY LINE NUMEER, 31, Excludes net investment of these reserves in corporate equities.
1. Linc 1 of table 1.57. 32, Mainly retained carnings and net miscellaneous habilities.
2. Sum of lines 3-6 or 7--10. 33, Line 13 less dine 20 plus line 27,
6. Includes farm and commercial mortgages. 34-38. Lines 14-18 less amounts acquired by private finance plus amounts
11, Credit market funds raised by federally sponsored credit agencies. and aet borrowed by private finance. Line 38 includes mortgages.
issues of federally related mortgage pool securities. 40. Mainly an oftset to line 9.
13, Line 1 less fine 2 plus line 11 and 12. Also line 20 less line 27 plus line 33 47. Lines 33 plus 39, or tine 13 less line 28 plus 40 and 46,
Also sum of lines 28 and 47 less lines 40 and 46, 48, line 2/linc 1.
1R, farm and commercial mortgages. 49, Line 20/line 13,
26. lines 40 and 46, 50. Sum of lines 10 and 29.
27, udes equity issues and investment company shares. Includes line 19, St Includes ixsues by financial mstitutions.
29. Foreign deposits at commercial banks, bank borrowings from foreign Nm| Full statements for sectors and transaction types in tlows and in amounts

branches, and labilities of foreign banking agencies to foreign affiliates,
less claims on foreign affiliates and deposits by banking in foreign banks.
0. Demand deposits and note balances at commercial banks.

outstanding may be vbtained from Flow of Funds Scction, Division ot Rescarch
and Statisties, Board of Governors of the Federal Reserve System, Washington,

D.C.

20551
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210 NONFINANCIAL BUSINESS ACTIVITY  Sclected Measures!
1977 -+ 100; monthly and guarterly data are seasonally adjusted. Exceptions noted.
1986 1987
Measure 1984 1985 1986 "
Oct Nov, Dec. Jan. lieh.! Mar.' Apt May" June
1 Industrial production .. ....... . ... ... .. 121.4 “ 123.8 125.1 1258.3 126.0 126.7 126.5 127.2 127.3 127.3 1 128.9 128.2
Market groupings
2 Products. total. .., . 126.7 130.8 133.2 134.0 134.5 135.0 134.9 136.1 136.2 135.6 136.5 136.4
3 Final,wwl ... 127.3 131.1 1323 132.7 1311 1337 1336 135.0 135.0 134 .4 135.2 1351
4 Consumer ;,oudx 118.0 120.2 124.8 124.7 125.6 127.2 126.8 127.5 127.5 120.6 127.3 127.1
S Equipment . ..., 119.6 14S.4 142.7 143.3 1431 142.2 142.8 1449 145.0 144.8 145.6 145.6
6 Intermediate 124.7 130.0 136.4 138.7 139.2 139.7 139.1 139.7 1404 139.8 140.9 140.8
7 Materials, ... ..., 114.2 114.2 139 113.3 1143 1152 1182 18 118.2 159 116.4 117.2
Industry groupings
& Manutacturing. ... oo 1234 126.4 129.1 129.9 130.3 1311 1314 132.0 132.3 132.3 132.8 132.8
Capacity utilization (percent)’®
9 Manufacturing. .. ... ... e 805 80.1 798 79.6 79.7 80,0 79.4' 79.7 .6 79.4 79.7 79,7
10 Industrial materials industries ... 820 80.2 78.5 77.8 78.8 789 788 8.7 7 79.0 79.3 79.7
i1 Construction contracts (1982 - 100)°, ... . 135.0 148.0 155. 151.0 156.0 155.0 150.0 145.0 160.0 158.0 149.0 1010
12 Nonagricultural employment, total* ... 114.6 1183 12008 121.5 121.8 121.9 122.4 1227 1229 123.2 123.3 123.4
13 Goods-producing, tatal ... .. 101.6 2.4 102.4 1011 101.2 101.2 1015 101.6 101.7 m.? 101.7 101.8
14 Manutactaring, total. . 98.4 97.8" 96.5" 96.2 96, 96.4 96.3 96.4 969 H6.6 96.6 96.7
15 Manutacturing, pmduumn work 94.1 924 92.1 20.9 91.1 91.3 91.1] 9t.4 91.4 91.5 91.6 91.8
16 Service-producing. ... ....... 120.0 125.0 129.4 130.1 130.4 130.6 131.1 131.8 131.8 132.2 132.3 132.5
{7 Persounal income, total . . . 193 & 207.0 2199 MW 223y 048 2259 2284 291 230.2 231.3 2321
18 Wages and salary disbirsement 18S.0Y 198.7' 2102 213.Y 2148 214.8 216.3 218.0 21K8.6 219.5 220.6 2214
19 Manutacuriog . ... .. ¢ 164.6 172.8 176.4 178.8 1774 t77.7 [78.5 179.1 179.2 178.9 179.8 180.0
20 Disposable 'j\u\(!ll(ﬂ income . 193.5' 206.0/ 219.1 21.4 2218 2.7 224.% 2278 2281 2223 230.3 230.0
21 Retadd sades®™ oo 1790 190.6 199.9 201 2009 218 196.8 2063 206.8 2074 206.7 206.7
Prices’
22 Consumer (1967 - 100 ... ... 3 3222 328.4 3130.5 130.8 3311 3331 134.4 3359 3377 338.7 340.1
23 Producer hmshLd goods H‘)(wl 00y ) 291 2937 2R9.6 290.7 290.7 0.4 918 292.3 2923 295.0 296.3 296.8
LA major revision of the industrial production index and the capacity S, Based on data in Survey of Current Businesy (0.8, Department of Com-
I

utilization rates was released in July 1985, See
Industrial Production™ and accompanying tables that contain revised indexes
(1977::100) through December 1984 in the I'EDERAL RiESERVE BUELETIN, vol. 71
July 1985), pp. 487--501. The revised indexes for January through June 1985 were
shown in the September But i,

2. Ratios of indexes of production to indexes of capacity. Buased on data from
Federal Reserve, MceGraw-Hill Economics Department. Department of Com-
meree, and other sources.

3. Index of dollar value of total construction contracts, including residentiat,
nonresidential and heavy engineering, from MeGraw-Hill Information Systems
Company, I W, Dodge Division.

4. Based on data in Employment and Earnings (U. 5. Department of Labor),
Series covers emplayees anly, excluding personnet in ﬂw Armed Forces,

“A Revision of the londex of

meree),
6. Based on Burean of Census data published in Survey of Current Business.
7. Data without seasonal adjustment, as published in Monthly Labor Review.
Seasonally adjusted data tor changes in the price indexes may be obtained from
the Burcau of Labor Statistics, U.S. Departinent ot Labor,

No1e. Basic data (not index numbers) for series mentioned in notes 4, 5,and 6,
and indexes tor series mentioned in notes 3 and 7 may also be found in the Survey
of Current Business,

Figures tor industrial production for the last two months are prefiminary and
estimated, respectively,
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2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.
1986 1987
Category 1984 1985 1986
Nov, Dec. Jan. Feb. Mar Apr May June
HOUSEHOLD SURVEY [JATA
| Noninstitutional population® ............... 178,602 | 180,440 | 182,822 | 183,628 | 183,815 | 184,092 | 184,259 | 184,436 | 184,597 | 184,777 184,941
2 Labor force (including Armed Forees)! .. ... 115,763 [ 117,695 | 120,078 | 120,940 | 120,854 | 121,299 | 121,610 | 121,479 | 121,588 | 122,237 121,755
3 Civilian tabor force. ............... ..., 113,544 | 115,461 | 117,834 ] 118,675 | 118,586 | 119,034 | 119,349 | 119222 | 119335 | 119,993 | 119,517
fmployment
4 Nonagricultural industries® 101,685 103,971 106,434 107,217 107,476 107,866 | 108,146 108,084 | 108,545 109,112 109,079
5 Agriculture. ... ... o 332 3.179 3.163 3,215 3.161 3,145 3,236 3,284 3,290 3,335 3,178
Unemployment
6 Number ... ..o 8,539 8.312 8,237 8,243 7,949 8,023 7.967 7.854 7,500 7, 546 7,260
7 Rate (percent of civilian labor force) ... 7.5 7.2 7.0 6.9 6.7 6.7 6.7 6.6 6.3 6.3 6.1
B Not inlabor force................. .. ... 62,839 62,745 62,744 62,688 62,961 62,793 62,649 62,957 1 63,009 62,540 63,186
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payrofl employment®. ... ... 94,496 97,519 99,610 | 106,415 | 100,567 | 100,919 ( 101,150 | 101,329 | 101,598 { 101,6727 | 101,788
10 Manufacturing................. ..o L 19,378 19,260 18,994 18,954 18,970 18.956 18,986 18,995 19,011 19,025 19, ()29
11 Mining .. 966 927 783 730 724 718 719 722 729 735 732
12 Contract construction ....... 4 383 4,673 4,904 4,946 4,936 5.034 5,038 5,032 5,019 4, 995’ 5 ()()8
13 Transportation and public uiliti 5. 159 5,238 5,244 5,278 5,286 5,304 5,318 5,333 5,348 5,347 5,352
14 Trade. 22100 23,073 23,580 23,737 23,732 21,821 23,897 23,902 23.969" 23‘983' 23.996
15 Finance. 5,689 5,955 6,297 6,418 6,451 6,480 6,501 6,526 6,558" 6,576 6,585
16 Service . . s Z(),797 22,000 23,099 23,452 23,544 23,670 23,759 23,842 23,926 23,997 24,044
17 Guvernment ............................. 16,023 16,394 16,710 16,900 16,924 16,936 16,935 16,977 17,038 17,014 17,042

1. Persons 16 years of age und over. Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
population figures. Based on data from Employment and Farnings (U.S. Depart-
ment of Labor).

2. Includes self-employed, unpaid family, and domestic service workers.

3. Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and

exclude proprictors, self-employed persons. domestic servants, unpaid tamily
workers, and members of the Armed Forces, Data are adjusted to the March 1987
benchmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Farnings (U.8. Department of Labor).
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212 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Scasonally adjusted
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1986 1987 1986 1987 1986 1987
Series
[0} L()d 1 J 2 Q3 J Q4 01 ! Q2 03 J Q4 m ] Q2
N — PR
Output (1977 - 100) Capacity (percent of 1977 output) Utilization rate (percent)
Totalindustry ... ... ... . 125.0 126.0 127.0 127.8 157.9 158.8 139.6 160.5 79.1 79.3 79.6 79.6
Mining. ... .. P 96.6 96.6 96.6 97.1 131.9 131.7 131.3 130.7 73.2 73.¥ 73.6 74.3
Utilities oo 1088 110.4 10w.s 105 137.5 1381 138.7 139.3 .1 79.9 X 79.3
Manufacturing. ... ... ... 129.4 130.4 131.8 132.6 162.4 163.4 t64.4 165.5 79.7 79.8 80.2 80.1
Primary processing. ... 1121 1140 1151 116.5 134.6 135.1 135.9 136.5 83.3 84.3 848 85.3
Advanced processing. ... 139.7 140.4 141.8 142.4 179.1 1804 181.7 183.0 78.0 778 781 7.8
Materials, ... ... TRK} 114.3 115.4 116.5 145.3 145.8 146.3 146.8 78.1 78.4 78.7 79.3
Durable goods ..o oo 1188 120.1 121.2 122.1 161.5 1622 163.0 163.6 73.6 74.0 74.4 74.6
Metal materials . 731 787 75.8 77.1 114.0 1134 112.7 117 64.2 66.7 67.0 69.0
Nondurable goods ..o o 119.7 121.1 1228 125.7 1399 140.4 141.0 142.0 85.6 86.4 87.1 88.5
Textile, paper, and chemical .. 120.4 122.4 124.2 1272 139.2 139.6 140.4 141.4 86.5 87.6 88.S 8929
Paper......... .o .. A 1351 136.0 136.4 S 138.9 1397 408 | ... 97.3 97.3 96.9 | ...
Chemicalo oo oo o 177 120.1 1225 144.7 145.0 use6 | oo 814 82.8 B4 § o
Energy materiabs. o000 9.6 98.2 1.8 98.7 121.4 121.6 121.6 121.5 81.2 80.7 80.5 81.3
Ll’rcvious cyele! Latest cycle® M‘)X(\ 1986 L 1987
Ihghi Low High Low June Oct. Naov. I D“;J Jan. l'eb. Mar. Apr.” May’ June
Capacity utilization rate (percent)
Total industry .. ... .. 88.6 r71‘l 86.9 69.5 79.0 79.0 79.4 79.6 F 79.4 79.7 79.6 79.4 79.7 79.7
Mining............... 92.8 87.8 95.2 76.9 74.9 72.5 73.9 73.8 739 73.3 73.6 738 74.3 74.9
Utilities .. ... 95.6 $2.9 BR.S LR 2 7.3 /0.5 795 ™0 .0 78.9 78.1 .S 80.4
Manufacturing . ..., 87.7 69.9 86.5 680 79.3 79.6 79.8 800 79.9 0.3 80.3 80.1 80,2 8.1
Primary processing. ... 9.9 68.3 89.1 6s.1 ¥2.7 #3.8 84.4 85.0 84.8 84.7 848 85.4 RS2 85.9
Advanced processing . . 86.0 7t 851 69.5 77.7 77.8 77.7 779 7.8 78.3 8.1 7.8 78.0 71.7
Materials, . ........... 92.0 70.5 89,1 68.4 78.4 7.8 8.4 8.9 8.8 78.7 78.7 79.0 79.3 79.7
Durable goods . ..., 91.8 64.4 89.8 60.9 73.2 73.6 74.2 74.3 74.0 74.6 4.7 74.8 74.4 74.7
Metal materials ... 99.2 67.1 93.6 48,7 63.2 65.2 08,4 66.5 65.9 67.3 68.0 68.6 68.7 69.7
Nondurable goods . 91.1 06.7 48,1 .6 84.3 45.8 85.7 87.7 275 86.8 86.8 88.0 48.6 84.9
Textile, paper, and
chemical .. ... 928 648 89.4 08.6 8S5.1 87.0 86.7 89.2 89,3 88.1 88.1 89.4 90.0 90.4
Paper. ..., . 98.4 70.06 97.3 79.9 Ys.9 95.7 6.0 100.2 8.3 97.1 9s.4 95.8 972 | .o
Chemical.. .00 9.8 64.4 87.9 63.3 80.4 825 81.7 84.3 84.9 83.7 83.7 85.2 859 | ...
Energy materials. oo 94.6 8%6.9 4.0 H2.2 LER N 81.2 81.2 B1.3 80.3 798 80.0 81.4 82.4

1.

-

Monthly high 1973 monthly tow 1975,

Monthly highs 1978 through 1980: monthly lows 1982,

Note. These data also appear in the Board's G. 3 (402) relcase. For address, see

inside front cover,
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value A
Monthly data arc scasonally adjusted
1977 [
G » pro- 1986 1986 1987
roups por- | av.
tion June | July | Aug. | Sept. | Oct. | Nov. | Dec. [ Jan. Feb. | Mar | Apr. | May? | June?
Index (1977 = 100)
MAJOR MARKET
1 Totalindex .......................... 100.00 | 125.0 | 124.2 | 1249 125.1 | 124.9 | 1253 | 126.0 | 126.7 | 126.5 | 127.2 | 127.3 | 127.3 | 128.0 | 128.2
2 Products ... 57721 133.2 132,41 1332 13380 13337 134.0 1 1345) 1350 ) 1349 1364 ] 1362 ) 135.6) 1365 1364
3 Final products .. .. | 44.77 11323 13004 1320 1326 | 132.2 1327 ) 1331} 133.7 | 133.6 | 1350 [ 1350 | 134.4 | 1352} 1351
4 Consumer goods ......... 25.52 [ 1244 124.4 { 125.2 1 125.1 | 1242 (1 1247} 12586 ) 127.2 | 1268 | 127.5| 127.5| 126.6 | 127.3 | 127.1
5 Equipment ..... .. 19.25 | 142.7 140.0 | 141.0 | 142.5 | 142.8 [ 1433 1431 14221 1428 | 1449 | 145.0 | (44.8 | 1456 | 145.6
6 Intermediate products. . .. 12.94 ] 136.4 137,01 137.3 ) 137.8 | 137.0 ] 1387} 139.2) 1397 ) 139.4 | 139.7 ] 140.4 ] 1398 | 140.9 | 140.8
7 Materials . ... 42.28 | 113.9 T30 11306 132 [ 1135 1133 11430 1152 | 14S.2 | 1S4 1152 1189 | 1164 ] 117.2
Consumer goods
8 Durable consumer goods .............. 6.89 1 116.2 1143 1163 | 1S7 | 1174 | 1163 | 118.4 | 121.5 | 120.0 | 122.4 | 121.2 ] 118.0
9 Automotive products 2.98 1 1151 137 | 1164 | H4.5 | 117.0 1 1127 | 1146 | 117.7 | 117.6 | 123.5| 121.2{ 1158
10 Autos and trucks . ... 179 ¢ 112.9 12,2 1145 | 1104 | 1168 107.7 | 107.6 | HIS.6 | 1179 1252 | 12061 1115
i Autos, consumer .. 1167 973 99.3 9s.3 87.8 96.2 91.9 923 99.5 94.3 | 1053 ] 1009 91.8
12 Trucks, consumer ...... A3 11418 L 136 1] 15003 | 1524 0 1SS0l 1370 [ 1360 [ 1456 1 1619 162.1 [ 159.9 | 148.1
13 Auto parts and allied goods PO [ 1184 | 1161 | 1190 ] 120.7 4 117.3 | 12001 | 125.2 | 1208 | 1171 ] 121.0 | 120.5 [ 122.2
14 Homegoods............... 3.91 [ 171 4.8 | 116,31 116.71 117.7 [ 1190 | 121.2 | 1244 | 121.9 | 121.6 | 20.2 | 119.8
15 Appliances, A/C and TV . 1.24 [ 139.5 137.5 | 138,91 139.4 | 141.2 [ 1426 | 148.1 | 153.2 | 146.9 | 1452 | 1429 | 137.7
16 Appliances and TV .. .| 1.19 [ 141.6 139.1 | 141,61 142,51 143.5 (1 1443 ] 150.0) 155.) ] 148.9 | 146.7 } 143.8 | 139.2
17 Carpeting and furniture . . . .96 | 125.8 1225 | 126.6 | 125.8 | 126.2 [ 1288 | 131.1 | 132.0§ 129.1 | (30.8 | 130.3 | 133.0
18 Miscellaneous home goods ........ 171 [ 96.0 94.1 94.1 95.1 96.0 96.5% 96.3 99.4 99.8 99.3 99.8 99.4
19 Nondurable consumer goods. .. ........ 18.63 ] 127.5 128.1 | 128.4 | 1286 | 126.7 | 127.8 | 128.3 ] 1294 | 129.2 | 129.4 ] 129.8 | 129.8
20 Consumer staples ............ .. 15.29 |1 97.0 135.0 | 1353 | 135.5 [ 133.6 [ 13441 1350 136.0{ 1359 (35.9{ 1365 1364
21 Consumer foods and tobacco .. 7.80 | 134.1 133.3 | 132,21 1332 | 1310 1316 | 132,61 133.9 1329 | 134.0] 134.8 | 134.1
22 Nonfood staples.............. 7.49 | 131.9 137.0 | 38,5} 137.9 | 136.3 [ 1372} 137.4 1 1382 139.0 | 137.9 ] 138.2 | 1389
23 Consumer chemical products 27511365 | 163,61 1664 | 163.4 [ 1611 | 161.7 ] 1600 | 163.1 | 1659 [ 164.7 | 165.7 1 165.7
24 Consumer paper products . 1.88 ] 161.2 147.1) 146.4 ] 147.7 ) 1457 ) 150.3 ] 1505 ] 150.1 ] 149.4 | 147.8 | 14751 1489
25 Consumer energy....... 2.86 | 147.4 104.8 ) 1066 | 107.1 | 106.3{ 105.2 | 105.5 | 106.4 | 106.3 | 105.7 | 1058 {1 106.5
26 Consumer fuel . . 1.44 | 105.7 91.8 91.2 94.9 2.0 90.8 9.7 92.2 95.0 92.5 94,1 94.8
27 Residential utilities ........... 1.42 | 92.8 181 1223 | 119.6 | 12091 1198 | 119.6 | 120.8 | 178 | 1192 | [17.7 | 1187
qupmenr
28 Business and defense equipment ... . ... 18.01 | 1471 145.1 ) 146.4 ] 1478 1 148.0 | 148.4 ) 1481 ) 147.0) 147.7 7 150.1 ) 150,10 14990 150.6 ) 150.6
29  Business cquipment ................ 14.34 { 138.6 136.6 | 137.9 | 1393 | 1393 | 1391 | 138.6 [ 137.01 | 1381 [ 140.8 [ 140.8 | 140.5 | 141.3 | 141.1
30 Construction, mining, and tarm ... 2.081 598 61.9 60.6 58.3 S8.1 58.0 56.6 58.2 5§72 56.8 58.1 SK.2 608 .....
31 Manufacturing ........... ..., 327 11120 W7y 1126 1133 113.0 [ (12,7 ] 109.6 | 108.8 [ 1101 1115 1109 [t 111.5 1118
32 Power......... 1.27 3 81.6 83.5 81.7 81.7 80.3 81.5 79.5 80.2 79.6 81.2 81.7 82.4 83.3 83.]
33 Commercial . 522 1214.6 | 208.2 | 2145 ) 217.5 8 2151 | 2154 | 217.3 1 21371 2189 | 218.4 | 219.7 | 220.2 | 220.8 | 221.6
34 Transit. ... 2.49 1109.2 10881 10391 10691 11331 (18 11071 1089 10951 1174 [ (140 1104 [ 110.8 | 107.5
35 Defense and sp: 3.67 | 180.3 178.4 | 17951 1810 182.0 | 184.6 | 1849} 1858 | 1852 | I86.5| !86.6 | 186.6 | 187.1| 187.6
Intermediate products
36 Construction supplies................. 595 (1247 1241 | 124.0] 12541 1259 1263 | 126.8 1 127.9 1 1283 | 1284 | 1285 | 127.2 | 127.9 | 127.1
37 Business supplies ....... 6.99 | 146.4 147.9 | 148.6 | 148.4 1 146.4 | 149.3 | 149.7 ] 149.8 1 1483 | 149.4 1 150.5 | 150.6 52.
38  General business supplies .. .. 5.67 [ 150.6 | 151.6| 1533 [ 152.5 | 151.2 | 154.0 | 153,71 154.3 | 1533 | 154.1{ 1552 | I55.6
39 Commercial energy products. ........ 13011283 ) 1319 1283 ) 1306 ] 1258 ) 128.8 7 132,41 1303 126.8 | 128.8 ] 130.3 | 129.0
Muaterials
40 Durable goods materials............... 20.50 | 119.7 117.8 | 188 | HB8 [ 1189 [ 119.2] 1204 ] 1207 | 1205 | 12451 121.8 | 122.2 | 121.7 | 1223
41  Durable consumer par . 492 988 96.3 96.7 95.2 95.3 97.0 98.0 9R.8 99.0 | 100.0 98.9 96.2 95.5 95.6
42 Equipment parts .. .. 5.94 | 153.9 1518 { 1543 ( 155.6 | (54.8 1 15351 154.5 | 154.2 | 154.0| 155.6 ] 1558 157.2] I55.3| 1556
43 Durable materials n.c. . 9.64 | 109.4 107.9 {1 108.2 | 108.1 | 1088 1094 ] 110.7 | 1112 NOBT 1115 ] 1126 | 1140 114.4 ] 1154
44 Basic metal materials ............. 4.64 1 80.0 76.7 77.4 76.9 78.4 78.8 821 80.3 792 80.3 R0.8 81.9 81.7] ...
45 Nondurable goods materials ........... 10.09 ] 118.3 7.7 ] 189 | 1197 | 120.6 ] 120.3 | 120.2 | 123.2 | 1232} 1225 | 122.8} 1247
46  Textile, paper, and chemical
materials ........... ..o 7.53 | 11R.9 18.2 | 1190 1205 | 121.8 | (21.3 | 121.0| 124.7 | 1250 ] 123.6 | 124.0 | 126.2
47 Textile materials .. 1.52 1 110.6 109.5 ) 111.2 ) 134 ) 1160 ] 1143 ) 1156 ) 1168 ) 1165 ) 1158 ) 1IR.S ) 1218
48 Pulp and paper material 1.55 | 132.1 1327 | 135.6 | 1360 | 133.7 [ 133.5 | 1342 140.2 | 1379 136.7 | 134.7 ] 1358
49 Chemical materials ... .... .. 4.46 | 117.1 He.1 ) 1S9 117.5] 1197 ] 195 V185 | 12231 1234 | 1218 | 1221 ] 1244
50  Miscellaneous nondurable materials . . 2.57 | 1165 | 164 | LRI [ 7.2 7 1170 1175 176 1IRS [ 1180 t19.0 | 119.2 | 120.4
51 Energy materials ............. 11.69 1 99.9 100.8 99.9 97.9 98.0 96.9 98.7 98.8 98.9 97.6 97.0 97.2 98.9 | 100.0
52 Primary energy ..... .. 7.57 11055 106.5 | 104,81 103,71 10381 102,71 104.8 1 105,11 104,11 1026 ] Q1.5 1009 103.210 ...,
53 Converted fuel materials ............ 4.12 | K9.6 9041 9091 873 874/ 862 876 873} 894 | B8S| 889 K87 909 .....
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued
1977 1986 1987
Gr SIC pro- | 1986
roups cade | por- | ave.
tion June | July | Aug. | Sept. [ Oct. | Nov. | Dec. Ljam. Feb. | Mur.r | Apr. | May? | Juner
Index (1977 = 1)
MAJOR [NDUSTRY
I Mining and utilities. ............. .. 15.79] 103.4] 102.6] 1001.8] 100.9] 100.8] 100.7{ 102.6] 10L9] [01.9f 1003 1014 014 102.2[ 1032
20 Minmng. . ... oo .83 99.6 98.9( 97} V6.4 96.2 95.6 97.4 96.7 97.2 96.2 96.5 96.6{  97.0 97.7
30 Udlities, ... o oo S.96] 109.6] 108.6| 109.7f 108.3| 108.3f 109.3] 111.2] 110.6] 109.5] 109.6] 109.5| [08.6] 110.7| (12.2
4 Manufacturing . ... o 84211 129.1) 128.3] 129.2( 129.5( {29.5( 129.9f 130.3[ 1311} 1311 132.0] 132.3] 132.3) 132.8] 132.8
5 Nondurable | . e IS E30.9) 131.2) 131.7] 1322 136.4) 1323 1327 13370 1341 134.3] 134.8| [35.7] 136.1] 136.2
6 Dumable..... ... ... 49.10) 1279 126.2) 127.4) 127.5] 128.17 128.1] 128.6] 129.2] 129.0] 130.4| 130.5] 129.9] 130.4] 1304
Mining
T Metal ..o oo 10 SOl 6591 69.2 70.9 70.7 68.5 68.3 73.5 72.1 72.0 THEl 669 .. 0 L.
8 C L2 L60[ 12421 127.3) 120.2] 122.2) 120.8| 117.6] 13011 124.3] 133.5] 127.7| (218 [21.6] 126.6] 129.0
9 Oil and gas extraction . 13 7.07 947 933 92.4 90.7 91.0 90.5 90.4 90.9 R9.9[ 895 91.01 91.§ 91.1 91.3
10 Stone and earth mineral 14 661 11391 114.5) LEL8[ H48] t1L7) d164] 1152) 1096 107.1] 110.0] 3.1 H33] 111.9) .....
Nondurable manufuctures
I Foods oo oo 20 7.96) 133.6] 134.6( 1343 135.1] 134.3| 133.7| 134.41 1353 135.3] 1357 136,01 135 136.5( ... ..
12 Tobacco products .. ... 21 .62 96.6 97.6 97.9 97.1 9.8 100.1 96.8 2.9 89,4 98.7] 1007 10L.0] ..o L.
[3 Textile mill products .............. 220 229 1432 t12.6] (1340 ((4.7) (16.0] 6.0 [17.8) VB4 118.0[ {1184 [19.3 123.0] 121.6] .....
14 Apparel products ... .. e 23 2791 103.6) 10470 102.5) 102,50 102.7) 104.2) 1051 B 107.2) 107.4] 107.1] 106.6) ...} L.
15 Paper and products. . ..... ... 261 3 IS| 1364 137.2) 1381 138.6) 1369 1378 139.5] 14L.6| 139.8 140.5 [39.2 1399 140.7| ... ..
16 Printing and publishing 271 4.54] 1634 164.0] 1654} 164.6] 1630 167.8] 168.5( 1677 168.1| 166.7] 168.2 171.2] 172.8| 173.4
17 Chemicals and products . 28 8.05) 133.0( 1342 13401 134.4| 1339 1339 1323} 13.6| 137.4] 137.7] 138.3| 138.5| [38.6] .. ...
18 Petroleum products .. ... 29 2.401 92,1 918 9.6] 94.0] 933 91.1 92.0 92.5 94.7 9191 91.4 93.01 91.6] 910
19 Rubber and plastic produc 30 2.80] 153.3| 152.2] 15S.5| ISS.S) 1549 1576 159.0) 160.7) IS8R0 15921 1603 163.1] 162.6] .....
20 Leather and products............ 3 53 61.3 S7TH[ 619 620 9.4 60.2 61.3 59.4 S8.3 9.6 9.1 59.3 61.3[ ...
Durable manufactires
21 Lumber and products. ... .. 24 2307 123.4( 120.9( 120.8] 22,5 12501 125.9] 129.51 1330 130.2) 130.0} (2957 128.9] 130.0] .....
22 Furniture and fixtures . o 2s 1.270 146.7{ 147.1| 149.5] WM8.3| 147.7] 149.2] 148.6] 150.5{ 14871 ISU.8| 153.4] 1559 1563
23 Clay, glass, stone products. ... ..., 320 2720 1202 120.8] t19.6) 119.7] 120.6] g 12061 12071 12281 120.8) 12271 23.2) 1224 Lo
24 Primary metals ... 33 5.33 758 7.4 73.6 73.4 4.1 74.2 768 73.5 73.6) 763 77.5 77.0 719 787
25 lronand steel oL 331.2 3491 614 S8.3 61.71 60.8 61,1 62.2 648 60.5 60.2 63.1 65.1 65,00 663 ... ..
26 Fabricated metal products .. 34 646 107.4{ 106.6 10S.7| 1059 107.3} 1083} 107.1| 108.3) 108.0F 1082 108.8] 109.0] 108.2f (09.2
27 Nonelectrical machinery . 35 9.54| 141.9] 140.4] 142.6| [42.6] 140.9] 142.2] 141.2| 139.9] 140.3; 142.3 1437 144.2 145.7] 146.2
28 Electrical machinery .......... ..., 361 715 166.S] 163.2] 166.8] 167.2] 1669] 167.7) 16831 170.2]1 1692 169.3; 167.6[ 166.5( 167.7] 168.2
29 Transportation equipment ... ... ... 37 913 12581 12501 125.6| 12S.1) 127.7( 125.2] 1256 127.0] 128.1 [31.8| 130.6| 127.2] 127.9f 1259
30 Motor vehicles and parts..o. 71 S.251 H10.9) 110.6] 19020 1082 112.2] W70} 1079 11120 112.2] 1178 F1S.S| 109.3] 11017 106.5
31 Acrospace and miscellancons
transportation equipment. .. .. 372-6.9 387 H6.1| 14471 145.2| 148.00 148.7| 149.7| 149.6| 148.4] 149.6 150.7 tS1.2] (SE4} 152.0f 1521
32 Instroments ... oo 38 2.66) 14537 13991 141.7| 142.0] 141.7] 1403 1410 142.4] 142.5( 143.3[ 142.0( 1433} 142.7¢ 142,
33 Miscellancous manutactures...... .. 19 146 99.3 98.3 97.5] 983 w17 99.0| 989 1031 1008 101.1] 101.4] 1009 99.71 ...
Uttlities
34 Blectric. ..o oo o 4070 1222 12304 12541 122,41 12281 123.8) 125 lll‘ﬁ 12070 122,30 123,31 12291 124.4) ... ..
Gross value (billions of 1982 dollars, annual rates)
MAJOR MARKET
3S Products, total .. ... ... 517.5]1,702.2{1,676.7(1,669.9|1,681.3(1,677.8(1,683.9(1,690.8{1,701.9(1,707.1|1,721.4|1,724.3(1,712.7|1,721.2|1,708.7
36 ¥inal ... 405.7|1,314.5(1,289.5(1,282.7{1,292.6(1,292.3(1,292.5(1,297.6{1,306.7|1,315.111,331.9]1,330.5]1,319.3(1,323.1 {1 ,314.9
37 Consumer goods ... ... 272.7] 853.8| 843.8| 842.4] R46.9| 839.8[ 839.3 847.2] 860.5| 865.5] R6Y.7| 870.0; 862.7 862.6 856.3
IR Equipment ..o 133.0 458.2| 4457 440.4f 4457 452.5] 453.2] 4504 44621 449.6) 462.21 460.4] 456.6 460.5[ 458.6
39 Intermediate. ...l 111.9] 387.6 387.2 387.1| 388.7| 385.5] 391.4] 393.2| 39531 391.9] 389.51 393.91 3933 398.1[ 3939

utilization rates was released in July 1985, Sce
Industrial Production’ and accompanying tables that contain revised indexes
(1977 -100) through December 1984 in the FEokRaL REsERVE BULLETIN, vol, 7]

A A major revision of the industrial production index and the capacity
A Revision of the Index of

(July 1Y8S), pp. 487--

Nore

SO, The revised indexes for January through June 1985 were
shown in the September BuiiLring

see inside tront cover.

ese data also appear in the Board's (1,123 (414) release. For address,
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2.14 HOUSING AND CONSTRUCTION
Monthly figures arc at seasonally adjusted annual rates except as noted.
1986 1987
ltem 1984 1985 1986
Aug. Sept. QOct. Nov. Dec. Jan. Feb. Mar.” | Apr./ May
Private residential real estate activity (thousands of units)
New UNITS
| Permits authorized ..................... 1,682 1,733 1,750 1.728 1.687 1,664 1,667 1,862 1,652 1,676 1,719 1.598 1,493
2 i-family 922 957 1,071 1.059 1.071 1,036 1.4028 1,184 1,085 1,204 F 500 H0S8 1,009
3 2-ar-more-family . ... oL 759 777 679 669 616 628 69 678 567 472 569 540 484
4 8tarted ... 1,749 1,742 1,805 1800 1.689 1,657 1,637 1.813 1.816 1,838 1,730 1,643 1,602
5 1-family. . .. 1,084 1,072 1,179 1,180 1.123 L1114 1,129 1.233 1,253 1,303 1211 1208 11019
6 2-or-more- tdmlly 663 669 626 620 566 543 S08 580 563 538 519 435 483
7 Under construction, end of period! 1,051 1,063 1,074 1,163 1,154 1142 L1258 1,104 1 1,089 1,096 LLOBS[ 1,071 1,065
8 dfamily......o 556 539 583 628 627 625 619 610 609 621 618 624 622
9 2-or-more-family . ... ... 494 524 490 534 §27 S18 506 494 480 476 467 447 443
10 Completed .........................0 1,652 1,703 1,756 1,757 1.740 1,745 1,774 1,894 1,956 1,726 1,689 1,824 1,602
{1 I-family. ... 1,025 1,072 1,020 124 13 1165 1,158 1,184 1217 1,107 1141 1,141 1,139
12 2-or-more-family 627 631 637 633 627 580 616 710 734 619 548 683 463
13 Mobile homes shipped .. ............. ... 296 284 244 231 243 241 237 251 242 231 228 227 222
Merchant builder activity in I-family units
14 Numbersold .......................... 639 688 748 623 744 675 691 768 712 740 717 724 616
IS Number for sale, end of period! ...... ... 358 350 361 152 KRR 357 353 357 358 358 358 360 156
Price (thousands of dollars)?
Median
16 Unitssold................ooo 80.0 84.3 9.2 91.5 95.0 96.4 94.0 95.0 98.5 95.2r 98.8 97.4 106.8
Average
17 Unitssold................oooo0L 97.5 101.0 112.2 113.2 114.0 114.9 113.6 118.9 1221 121.3 119.5 117.5 129.6
ExisTING UN1Ts (1-family)
I8 Numbersold .......................... 2,868 3217 3,566 3,590 3.710 3,760 3,850 4,060 1 3,480 3,690 3,680 3,560 3,770
Price of units sold (thousands of dollars)?
19 Median ... ..o 72.3 5.4 80.3 82.0 80.3 79.4 80.4 80.8 821" 85.0 85.6 85.0 85.2
20 Average . ... 85.9 9.6 98.3 100.3 98.2 97.3 99.1 100.6 100,V 104.3 104.9 105.0 106.3
Value of new construction? (millions of dollars)
CONSTRUCTION
2! Total putinplace ...................... 328,643 ] 355,995 | 388,815 | 395,292 | 400,115 | 394,871 { 390,646 | 380,175 [384,716 |401,644 | 388,303| 397,262 | 398,563
22 Private ... 270,978 | 291,665 | 316,589 | 322,609 | 324,886 | 322,929 [ 320,417 | 306,826 (310,170 {326,453 | 312,203( 320,610 { 322,736
23 Residential 153,849 | 158,475 | 187,147 | 194.010 ] 198,786 | 192,592 | 194,463 | 181,682 [187,813 [203,115 | 190,812] 199,249 | 198,923
24 Nearesidential, total 78291 133,190 | 129,442 | 128,599 1 126,100 | 130,3371 125,954 [ 125,144 (122,357 [ 123,338 | 121,391 121,361 | 123813
Buildings
25 Industrial 13,746 15,7691 13,747 13217 13.015| 14,634 13,404 13,207] 12,094 | 12,112 11,354 11,504 ] 12,030
26 Commerciz 39,357 S1.315| 48,592 56,581 55235 56,121 | 54,193 54,809 | 50881 | 53,071 52,285 51,032} 51,977
27 Other. ... 12,5471 12,619 13,216 12,900 13.026 (3,820 (3,787 (4,231 (4,755 | 14,776 15,143 14,999 15462
28 Public utilities and othe S1.479) 53,487 53,887 45,9011 44,824 | 457621 44,570 42.897| 44,627 | 43379 | 42,609 43826 44,344
29 Public ............... $7.662 | 64,326 72,225 72,683 75.229| 71,942 70,229 73,348 | 74,546 | 75,191 76,100 76,652 75,827
30 Military, . 2,839 3283 3919 4581 5076 35661 4.007| 4313 4,100 2,806 3,893 3,749 4,180
31 Highway 18,7721 21,756 23.360 23,732 22,609 22,6431 19,958 21,935] 23,508 | 23,260 | 23.57S| 22916 23,345
32 Conservation and development .. 4,654 4,746 4,668 4,251 4,741 4,726 4,647 4,954 5,155 4,883 4,792 5,660 4,937
33 Other...... o 31,3971 34,541 | 40,278 | 40,5421 42,803 | 41,007] 41,617 | 42,146| 41,783 | 44,242 | 43.840] 44327 43,365
1. Not at annual rates. NoTe. Census Burcau estimates for all series except (1) mobile homes, which

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census in its estimating techniques. For a description of these changes see
Construction Reports (C-30-76-5), issued by the Bureau in July 1976.

are private, domestic shipments as reported by the Manufactured Housing
Institute and seasonally adjusted by the Census Bureau, and (2) sales and prices of
existing units, which are published by the National Association of Realtors, All
back und current figures are available from the originating agency. Permit
authorizations are those reported to the Census Bureau from 16,000 jurisdictions
beginning with 1978
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2.1 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

Chaunge from 12 Change from 3 months earlier Hanoe fr T
months earlier (at annual rate) Change from | month earlier Index
level
Item June
1986 1987 {987 1987
1986 1987 | (1967
June June = 100)!
Sept. Dec. Mar. June Feb.r Mar. Apr. May June
CONSUMER PRICES?
T AlLiters ..o 1.7 A7 2.0 2.5 6.2 4.6 4 4 4 3 4 340.1
2Food oo oo 2.8 5.4 K.4 4.1 2.5 6.5 3 I 3 .5 v 3341
3 Energyitems ... 12.9 .0 -21.0 =99 26.1 7.9 1.9 1.0 3 2 1.5 380.6
4 All items less food and cnergy . 4.0 4.1 3.7 3.7 5.2 4.0 3 5 ) 2 3391
S Commodities ... . 1.2 3l 2.6 1.4 5.1 8 0 7 6 3 A 2701
6 Services. .. ... 5.7 4.6 4.3 5. 53 18 4 4 4 3 2 414.1
PRODUCER PRICES
7 Finished goods. ... oo oo -6 2.6 4 1.8 3.9 S N 4 7 3 2 296.8
&  Consumer foods. . 2.4 4.6 1.2 1.0 --6.7 14.3 -1 B 1.5 .4 5 287.7
9 Consumer energy ... -27.7 -2.9 42.7 12,8 57.6 12.4 2.5 1.5 2.1 1] 9 520.7
10 Other consumer goods A 2.3 2.6 23 4.4 3.4 .5 2 6 2 N 264.5
11 Capital equipment .. .......o0 00 o0 1.9 1.8 2.0 14 N 1.7 2 N 3 1 0 e
12 Intermediate materials® --4.1 2.5 -1.5 1.2 8.0 5.0 5 4 3 6 320.3
13 Excludingenergy.............. ... . ... - 2.6 t.s 1.2 3 .5 2 2 2 4 5 316
Crude materials
4 Foods.........oovioiiiiiiii ... -2.8 8.5 8.1 2.7 113 354 Kil Bl 4.3 4.8 -1.4 246.5
15 Energy. . 253 8.6 19.6 -5 41.2 231 1.1 -8 17 2.7 9 612.2
16 Other............ .o il 1.t 8.4 24.1 8.5 16.3 333 2" " 2.4 42 271.1
1. Not seasonally adjusted. 3. Excludes intermediate materials for food manufacturing and manufactured
2. Figures for consumer prices are those for all urban consumers and reflect a animal feeds.

rental equivalence measure of homeownership after 1982, Source. Bureau of Labor Statistics.
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2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
1986/ 1987
Account 1984 1985 19867
Q2 3 Q4 QI Q2
GRross NATIONAL PrODUCT
Plotal oo e 3,772.2 4,010.3 4,235.0 4,211.6 4,265.9 4,288.3 4,377.7 4,448.8
By source
2 Personal consumption expenditures ............. ...l 2,430.5 2,629.4 2,799.8 2,765.8 2.837.1 2.858.6 2,893.8 2,944.0
3 Durable goods . .............. ... 3358 368.7 402.4 386.4 427.6 419.8 396. 1 409.7
4 Nondurable goods. .. 867.3 913.1 939 .4 934.3 940.0 946.3 964.9 977.0
S BIVICES « e 1,227.6 1,347.5 1,.458.0 1.445.1 1,469.5 1,492.4 1,527.7 1,557.3
6 Gross private domestic investment........................... 664.8 641.6 671.0 679.4 660.8 660.2 699.9 702.3
7 Fixed investment ... 597.1 631.6 655.2 651.9 657.3 666.6 648.2 638.8
8 Nonresidential . . 416.0 442.6 4369 433.8 4335 439.7 422.8 429.7
9 Structures. ... ..o 141.1 152.5 137.4 135.9 131.1 132.9 128.7 129.4
10 Producers® durable equipment . .. 274.9 290.1 299.5 297.9 302.4 306.7 294.1 300.3
1l Residential structures. .. ... i e 811 189.4 2183 218.t 2238 226.9 225.4 2291
12 Change in business inventories .......................oo... 67.7 10.0 15.7 27.5 15 ~6.4 51.6 435
13 Nowtarm . ... e 60.5 13.6 16.8 24.5 -.9 5.1 48.7 27.1
14 Net exports of goods and services .................. ... ..., ~58.9 ~79.2 ~105.5 —100.8 -110.5 -116.9 ~112.2 —108.6
15 Exports. 3835 9.9 376.2 3713 376.6 383.3 3973 413.3
16 IMPOTES .o e 442 .4 4492 481.7 472.1 487.1 500.2 509.5 5219
17 Government purchases of goods and services. ............... .. 735.9 818.6 869.7 867.2 878.5 886.3 896.2 911.2
18 Federal .............. ... ... 3108 353.9 366.2 368.4 3712 368.6 366.9 371.8
19 State and local 425.3 464.7 503.5 498.8 507.3 517.7 5293 5394
By major type of product
20 Final sales, total ... o o 3.704.5 4,000.3 4,219.3 4,184.0 4.262.4 4,294.6 4,326.0 4,405.3
21 Goods........ 1,581.3 1.637.9 1,693.8 1,685.9 1.703.6 1,698.9 1,738.7 1,764.4
22 Durable . . ... 675.0 700.2 716.8 717.0 735.8 737.3 747.0 761.]
23 Nondurable . 9017 930.0 953.7 972.9 967 .8 9%61.6 99(.7 1,003.3
24 Services .. .. 1,813.1 1,959.8 2,105.6 2,097.9 2,136.6 2,160.0 2,212.0 2,252.1
25 SIIUCIUIES . . ottt ettt e e e 375.1 408.1 430.0 423.8 425.7 429.3 426.9 4323
26 Change in business inventories ........ ..o, 67.7 10.0 15.7 27.5 3.5 —6.4 51.6 43.5
27  Durable goods .. .......... . 39.2 6.6 -1.0 10.1 —12.1 -4.5 35.2 25.6
28 Nondurable goods. . ... . i 249 4.5 7.7 17.5 15.6 -19 16.5 179
29 Memo:
Total GNPin 1982 dollars . .............. ... .. ... .. ... .. 3,501.4 3,607.5 3,713.3 3,704.7 3,718.0 3,731.5 3,772.2 3,796.4
NATIONAL INCOME
30 Total ... 3,028.6 3,229.9 3,422.0 3,414.1 3,438.7 347110 3,548.3 n.a,
3! Compensation of employees. . .......... ... ... oL, 2,213.9 2,370.8 2,504.9 2,487.6 2.515.1 2,552.0 2.589.9 2,623.4
32 Wages and salaries............ .. . 1,838.8 1,974.7 2,089.1 2,074.6 2,097.9 2,128.5 2,163.3 2,191.6
13 Government and gavernment enterprises. 346.1 i 3948 916 397.7 403 8 412.2 418.1
34 Other........ ... .l 1,492.5 1.602.6 1,694.3 1,683.0 1,700.2 1.724.7 1,751.1 1.773.5
35  Supplement to wages and salaries........... 3754 396.1 415.8 413.0 417.2 4235 426.6 4319
36 Employer contributions for social insurance .. 192.2 203.8 2147 213.1 2149 219.1 220.0 222.4
37 Other luborincome. ... . ... 182.9 192.3 201.1 199.8 202.3 204 .4 206.7 209.5
38 Proprietors’ income! ... 2345 2573 289.8 298.1 292.5 297.8 3209 327.6
39 Business and professional! . 204.0 227.6 252.6 250.1 256.2 261.2 269.7 276.1
40 .. 30.5 29.7 37.2 48.1 36.3 36.6 51.3 51.S
41 Rental income of persons? 8.5 9.0 16.7 17.4 17.2 18.4 20.0 21.8
42 Corporate profits’ . ......... . ... o 266.9 277.6 284.4 282.3 286.4 281.1 294.0 n.a.
43 Profits before Ia)y‘. .. 240.0 224.8 2319 224.4 236.3 247.9 257.0 n.a.
44 Inventory valuation adjustment .. .. --5.8 -7 6.5 il.3 6.0 -89 —11.3 —18.5
45  Capital consumption adjustment ....... ... ... oo 327 §3.5 46.0 46.7 44.0 42.1 48.2 48.8
46 Net INMEIBRL . ..o e 3048 s3 326.1 328.7 7.8 Kyd ) 3216 3324

I. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after—tax profits, dividends, and the like, see table 1.48.
SouRrCE. Survey of Current Business (Department of Commerce).
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17 PERSONAL INCOME ANID SAVING

Domestic Nonfinancial Statistics U] September 1987

Billions of cirrent dollars: quarterly data are at scasonally adjusted annuald rates. Exceeptions noted.

19867 1987
Account 19847 1985 1986
02 03 04 o 02
PLRSONAL INCOME AND SAVING
1 Total personal inconse. ... ... oo o 3,108.7 3.327.0 3,534.3 3,526.6 3,553.6 3,593.6 3,602.0 3,716.4
2 Wage and sadary disbursements ... 1 .838.6 1,974.9 2.089.1 2,074.6 2,097.9 2.128.8 2,163.3 2,191.6
3 Commodity  producing industries . 577.6 609.2 62313 6212 6228 628.4 6329 6349
4 Manutacturing ... ... 439, 1 4609 470.5 468.7 470.0 474.5 4772 4789
S Distributive industries ... 4428 473.0 497.1 493.7 498.6 504.7 SIS §19.2
6 Service indusiries .. 4721 520.4 573.9 S68.1 S78.8 591.6 606.7 619.4
7 Government and government enterpris 346.1 3723 394.8 EPIRQY 977 403.8 412.2 418.1
8 Other labor income. ..o L 182.9 192.3 201.1 1998 202.3 204.4 206.7 209.5
9 Proprictors” income! ... 2345 287.3 289.8 298.1 292.5 297.8 320.9 127.6
10 Business and prof 204.0 227.6 252.6 28001 256.2 261.2 269.7 276.1
L Farm! oo 30.5 29.7 172 48.1 36.3 36.60 51.3 51.5
12 Rental income of persons?® 8.5 9.0 16.7 17.4 17.2 18.4 20.0 21.8
13 Dividends ... . 8.5 76.3 81.2 81.0 2.1 82.9 84.5 86.3
14 Personad interest incos 444.7 476.5 497.6 S00.0 498.1 496.8 499.8 506.3
15 Transter payments .. .. P .. 456.6 489.7 S18.3 514.5 523.6 526.6 5337 541.6
16 Old - age survivors, disability, and health insurance benefits. . 2387 253.4 269.2 266.4 272.4 273.5 278.0 2828
17 Lass: Personal contributions for social insurance ..., . 132.7 148.9 159.6 158.8 1601 161.8 166.7 168.3
IR Fouats: Personalincome . .o o o 3,108.7 3,327.0 3,534.3 3,526.6 3,553.6 31,593.6 3.662.0 3,716.4
19 Less: Personal tax and nontax payments. .................. 440.2 485.9 512.2 504.2 5153 532.0 536.1 5779
20 BEouars: Disposable personal income. ... L 2.668.6 2.841.1 3,022.1 3,022.4 3,038.2 3,061.6 3,1259 3,138.5
21 Less: Personwdoutlays. o000 o 2,504.5 27141 2,891.5 2,856.4 2,929.4 2.952.6 2,987.5 30379
22 Bguars: Persomd saving. ... o 164.) 1274 130.6 166.0 108.9 109.0 138.4 100.6
MiMo
Per capita (1982 dollars)
23 Giross national product 14,767.6 15,075.2 15,369.6 15,353.0 15,369.9 15,387.6 15,523.4 15,590.9
24 Personal consumption expenditures .. 9.486.7 9.831.1 10,142.8 10,088.2 10,241.8 10,228.8 10,188.9 10,220.5
25 Disposable personal income 11,4190 10,622.0 10,947.0 11,024.0 10,968.0 10,956.0 11,008.0 10,897.0
26 Saving rate (percemt) ..o 0o 6.1 4.5 4. 5. 16 3.6 4.4 3.2
GROSS SAVING
27 Gross Savilg. . .. 568.5 531.3 532.0 538.7 516.2 515.3 554.3 0.4,
28 Giross private saving. ..o 673.5 664.2 679.8 713.7 660.4 653.4 683.8 n.a.
29 Personal saving .. ... e . . 164.1 127.1 130.6 166.0 108.9 109.0 138.4 100.6
30 Undistributed corporate profits!, ... .. ... . . . 94.0 99.6 92.6 93.6 92.6 78.5 75.6 n.a.
31 Corporate inventory valuation adjustment. ............. ... 5.8 -7 6.5 113 6.0 ‘8.9 1.3 18.5
Capital conswmption allowances
32 Corporate ... 254.5 209.1 282.8 280L9 284.3 249.3 201 8 2938
33 Noncorporate ........... 160.9 168.5 173.8 173.2 174.6 176.6 178.0 179.3
34 Government surplus, or deficit (), national income and
Product aCCOUNtS. ..o -105.0 1329 —147.8 <1750 144,1 138.1 -129.5 n..
35 Yederal ..., 169.6 ~196.0 <2047 -230.2 203.7 --188.7 170.5 n.a.
36 State and local. ... 64.6 631 56.8 55.1 59.6 50.6 41.0 n.a.
37 Grossinvestmend .. ... ... L §73.9 525.7 527.1 539.6 510.¢ 503.7 552.1 553.5
38 Gross private domestic oo L o 664.8 641.6 671.0 679.4 660.4 660.2 699.9 702.3
39 NEUEOMCIRI . o e 909 Hsy ~143.9 -139.8 —150.7 -156.5 --147.7 --148.7
40 Statistical discrepaney. ... ... o 5.4 —-5.6 —-4.9 9 —6.1 —1L.6 —-2.2 —-2.2

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE, Survey of Current Business (Department of Commerce).
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3.10 U.S. INTERNATIONAL, TRANSACTIONS Summary

Millions of dollars; quarterly data are scasonally adjusted except as noted.'

1986 1987
ltem credits or debits 1984’ 1985" 1986
Q1 Q Q3 Q4 Q1
1 Balance on current account ... ... -107,013 | -116.394 | —141,352 —33,040 --33.758 --36,583 -37.977 —-37.122
2 Notseasonally adjusted ... e | -30.090 —34.634 —40,230 ~36.398 —33.866
3 Merchandise trade balance™ ... ... ~112,522 | —122,148 | —144.339 -34.978 33,651 -37,115 --38.595% -38,330
4 Merchandise exports . .. 219,900 215,935 224.361 53,878 56,928 56,534 57.021 58,212
S Merchandise imports ... . coo| 332422 | -338,083 | 368700 | —88.856 -90,579 -93.649 —95,616 —96,542
6 Military transactions, net. -1,942 -3,338 --3.662 -1.298 -1.054 —8158 -495 198
7 Investment income, net”...... .. 18,490 25,398 20.844 6,425 4,587 5.336 4,492 3,836
8  Other service transactions, net 1,138 -=1,005 1.463 - 168 530 342 759 264
9 Remittances. pensions, and other transfers .. ... ....... ... -3.637 —4,079 —3.485 943 --918 --875 ~1.151 ~993
10 U.S. government grants (excluding military) .............. —8.,541 -11.222 -11.772 -2,078 -3.249 - 3,459 -2.987 -2.097
11 Change in U.S. government assets, other than official
reserve assets, net (INCrease, —). ... vinnin., -5.476 --2.831 ~1.920 -240 242 —1.454 15 219
3,130 —-3.858 31 —-11§ 16 280 132 1,956
. 0 4] 0 [{] 0 0 4 0
Special drawing rights (SDRs)................. ... S --979 ~897 ~246 -274 —104 163 =31 76
15 Reserve position in International Monetary Fund. o =995 908 1,500 344 366 S0 283 606
16 FOreign CUITENCIES ... oo e s ~1,156 - 3,869 -942 - 185 —246 -391 -120 1,274
17 Change in U.S. private assets abroad (increase, —-)' ......... —13,685 ~24.711 -94.374 -1341S --25,303 -23,304 —32,351 16,517
18 Bank-reported claims ~11,127 -1,323 -59.039 6,373 -14.734 —18,878 --31,800 27,802
19 Nonbank-reported clain 5,019 1361 —3.986 -2.947 --1,894 685 170 | ..o
20 U.S. purchase of foreign securities, net L. -4,756 -7.481 —~3.302 -5 886 -1,149 620 3,113 -1.317
21 U.S. direct investments abroad, net' ... L -2.821 —17.268 -28.,047 -10,955 7,526 -574 —3.834 -9 968
22 Change in foreign official assets in the United States
(increase, +) 2987 -1.140 34,698 2,576 15,568 15,551 1.003 14,123
23 U.S. Treasury securities . 4,690 —838 14,515 3,238 14,538 12,167 4,572 11,999
24 Other U.S. government obl IR . . 13 =301 -1.214 =177 —644 ~276 -117 ~51
25 Other U.S. government liabtlities® ... ...... .. 586 823 1,723 406 925 999 —-607 ~1,421
26 Other U.S. liabilities rcport;d by u.s banks .. .. S55 645 554 -1,254 1.280 2,963 —-2.435 3,964
27 Other foreign official assets™ ... .. oo —2.857 —1.469 —880 363 531 -302 —410 ~368
28 Change in forcu,n private assets in the United States
(increase, +)° 99,481 131,012 178.689 33,746 33.475 54,040 57.428 13.435
29 U.S. bank-reported liabilities . . 33,849 41,045 77.350 8,487 3.899 30,360 34,604 ~13.836
3¢ U.S. nonbank-reported liabilities ......... ... .. ... .. ... 4,704 --450 -2,791 -2.193 —-1,553 - 80 1,035 e
31 Foreign private purchases of U I'r ry securities, net . 23.001 20,433 8.275 7.035 3,705 609 -3.074 5,445
32 Foreign purchases of other U.8, securities, net. 12,568 50,962 70.802 18,571 22,888 17,074 12,269 18,454
33 Foreign direct investments in the United States, ncl ...... 25,359 19,022 25,053 1,846 4,536 6,077 12,594 3372
34 Allocation of SDRs ... 4] 0 0 4} 0 0 ¢ 0
35 Discrepancy . . .. . 26,837 17,920 23.947 10,488 10,241 —8,530 11,750 -9.128
36 Owing to se¢ al adjusta T [ 2.294 2,044 --4,153 3,904 2.749
37 Statistical discrepancy in recorded data betore 0
Aadjustment ... 26,837 17.920 23.947 8,194 12,285 4,377 7.846 —11.877
Memo
Changes in official assets
38 U.S. official reserve assets (increase, <) ... ............ 3,130 —3,858 312 ~ 1158 16 280 132 1,956
38 Foreign ofticial assets in the United States (increase, 1
excluding line 25. ... 2,401 —1,963 32,978 2,170 14,643 14,552 1.610 15,544
40 Change in Organization of Petroleum Exporting Countries
official ass in the United States (part of line 22
ADOVE) . oo —4,504 -6,709 --8.,508 1.876 -2,166 ~-3,023 5,195 -2.941
41 Transfers under military grant programs (excluded from
fines 4, 6, and 10 abovey. ... oo 153 46 101 19 1% 19 53 10
1. Seasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and 4. Primarily associated with military sales contracts and other transactions
3841, arranged with or through foreign official agencies.
2. Data are on an international accounts (1A) basis. Differs from the Census 5. Consists of investments in U.S. corporate stocks and in debt securities of
basis data, shown in table 3.11, for reasons of coverage and timing. Military private corporations and state and local governmen
exports are excluded from merchandise data and are included in line 6. NoTE. Data are from Bureau of Economic Analysis. Surwv af Current Business

3. Includes reinvested earnings. (Department of Commerce).
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311 U.S. FOREIGN TRADE

Millions of dollars; monthly data are not scasonally adjusted.

1986 1987
ltem 1983 1984 1985
Nov. Dec. Jan. Feb. Mar. Apr. May

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments, . ........... 200,486 217 865 213,146 18,595 18,431 16,421 1R.660 21,004 20,141 20,425
2 GENERAL IMPORTS including

merchandise for immediate

consumption plus entries into

bonded warehouses ... oL 258,048 325726 345.276 36,187 27,798 27,466 32,307 33,197 31983 33,313
3 Trade badanee .. oo ~57,562 107,861 132,129 { —17,592 —9,364 —11,045 — 13,647 —12,133 — 11,842 —12,889

Norr, The data through 1981 in this table are reported by the Bureau of Census not covered in Census statistics, and (2) the exclusion of military sales (whth are

data of a frec-alongside-ship {(fas.) value busis--that is, value at the port of
export. Beginning in 1981, foreign trade of the U.S. Virgin Islands is included in
the Census busis trade datas this adjustment has been made for al) data shown in
the table. Beginning with 1982 data, the value of imports are on a customs
valuation basis.

The Census basis data difter from merchandise trade data shown in table 3,10,
U.S. International nsactions Summary, for reasons of coverage and timing. On
the export side, the largest adjustments are: (1) the addition of exports to Canada

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

wmhlnui with other military transactions and reported separately in the *'service
account™ in table 3,10, line 6). On the import side, additions are made for gold,
ship purchases, imports of electricity from Canada, and other transactions;
military payments are excluded and shown separately as indicated above. As of
Jan. 1, 1987 census data are released 45 days after the end of the month.

SOURCE. 11900 " Summary of U.S. Export and Import Merchandise ‘Trade™
{(Department of Commerce, Bureau of the Census).

1986 1987
I'ype 1983 1984 198RS
Dec. Jan. feb. Mar. Apr. May June”
I Total 33,747 34,934 43,186 48,517 49,386 49,358 48,824 46,591 45913 45,140
2 Gold stock, inclyding Exchange Stabili-
zation Fund' .o 0o 11,121 11,096 11,090 11.064 11,062 11,085 11,081 11,076 11.070 11,069
3 Special drawing rights™ o0 5.025 5.641 7.293 8,395 8.470 8,615 8,740 8.879 8,904 8,856
4 Reserve pusmgm in International Mone-
tary Bund~ ..o 11,312 11,541 11,947 11,730 11,472 11,699 11,711 11,745 11,517 11.313
S Foreign currencies® ..o o 6,289 6,656 12,856 17,328 17,982 17,959 17,292 14,891 14.422 13.902

1. Gold held under carmark at Federal Reserve Banks tor foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is vatued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMI° adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, S currencies have been used. The LLS, SDR holdings and reserve position
in the IMI also are valued on this basis beginning July 1974,

3. Includes allocations by the International Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970: $717 milkion on Jan. 1, 19712 $710 million on Jan, 1,
1972; $1.139 mittion on Jan. 1, 1979; $1,152 milfion on Jan. 1, 1980; und $1.093
million on Jan. 1, 1981: plus transactions in SDRs.

4, Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Miltions of dollars, end of period

1986 1987
Assets 1983 1984 1985
Dec. Jan. feb. Maur. Apr. May June

1 Deposits oo 190 267 480 287 N6 28§ 2068 342 319 318

Assets held in custody
2 U.S. Treasury \u\nmu' 117.670 118,000 121.004 155,835 159,597 160,942 167,423 172,929 175,849 176,657
3 Barmarked gold” ... ... 14,414 14,242 14,245 14,048 14,041 14,046 14,036 14,031 14,031 14,034

1. Marketable U.S. Treasury bills, notes. and bonds: and nonmarketable U.S. Notre. Excludes deposits and U.S. Treasury securities held for international

Preasury sccurities p.ly.nhk in dollars and in foreign currencies.
2. Earmarked gold is valued at $42.22 per tine troy ounce.

and regional organizations, Earmarked gold is gold held for foreign and interna-
tional accounts and is not included in the gold stock of the United States.



3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data!

Millions of dollars, end of period

Summary Statistics

A55

1986 1987
Asset account 1983 1984 1985
Nov Dec. Jan. Feb. Mar. Apr. May?
All foreign countries

1 Total, all currencies................... 477,090 453,656 458,012 446,618 456,628 458,305 457,819 456,655 484,827 487,300
2 Claims on United States .............. 115,542 113,393 119,706 110,404" 114,685" 116,190 1144507 111,865 127,730 126,847

3 Parentbank ........ . 82,026 78,109 87,201 78,2647 83,4927 84,111" 82,588 81,325 93,414 92,014
4 Other banks in United § . 13.516 13,664 13.057 12,034 13,685 12,714 13,158 13,044 15,277 16,484

S Nonbanks? ....... o e } o 21,620 19.448 20,106 17,508 19,365 18,704 17,496 19,039 18,349
6 Claims on foreig 342,689 320,162 315,676 306,338" 312,833 310,494" 311.,4617 310,618 321,699 327,952

7 Other branches of parent bank ... . ... 96,004 95,184 91,399 89,5927 96,281" 92,364" 89,6567 89,200 93,288 101,309

8 Banks........... ... ... L 117,668 100,397 102,960 103,293 105,237 105,386" 109,748 109,580 115,942 113,946
9 Public borrowers . 24,517 23,343 23,478 23,314 23,584 23,337 23,192 22,5437 22,765 23,160
10 Nonbank foreigners 107,785 101,238 97,839 90,139 87,731 89,407 BY B6S 89,2957 89,704 89,537
Il Otherassets ......................... 18,859 20,101 22,630 29.876 29,110 31,621 31,908 34,172 35,398 32,501
12 Total payable in U.S. dollars . ......... . 371,508 350,636 336,520 306,683 317,487 309,719 311,669 306,079 328,920 336,031
13 Claims on United States .............. 113,436 111,426 116,638 106.265" 110,742" 11,5227 10,0117 107,016 121,939 121,389
14 Parentbank ....................... £0,909 77,229 85,971 76.7467 82,082 82,349 81,029 79,465 91,459 89,978
1S Other banks in United States® ... .. .. 12527 13,500 12,454 10,986 12,830 11,531 12,102 11,907 13,468 14,848
16 Nonbanks? ......... } oo 20,697 18,213 18,533 15,830 17,642 16,880 15,644 17,012 16,563
17 Claims on foreigners 247,406 228,600 210,129 88,6727 194,941 186,370 89,2057 185,418 192,715 201,126
18 Other branches of p 78,431 78,746 7.9 65 857" 72,197 66,553 64,557 61,983 66,538 75,014
19 Banks............ ... ... 93,332 76,940 71,868 64.920 66,421 63,6107 68,320 65,997 70,189 69,395
20 Public borrowers . 17.8%0 17,626 17,260 16,820 16,586 16,457 16,320 16,224 16,512 16,677
21 Nonbank foreigners. ................ 60,977 55,288 48,274 41.075 39,737 39,750 40,015 39,214 39,479 40,040
22 Otherassets ... 10,666 10,610 9,753 11,746 11,804 11,827 12,453 13,645 14,266 13,516

United Kingdom
23 Total, all currencies. .................. 158,732 144,385 148,599 143,806 140,917 144,093 146,188 145,486 149,998 154,371
24 Claims on United States .............. 34,433 27,675 33,157 28,940 24,599 28,720 28,851 28,503 31,001 34,427
25 Parentbank ....................... 29,111 21,862 26,970 22,671 19,085 23,330 23,326 23,303 25,315 28,935
26 Other banks in United States? ... ... 532 1,429 1,106 1,534 1,612 1,220 1,258 1,288 1,564 1,507
27 Nonbanks? e 4,384 5,081 4,735 3,902 4,170 4,267 31912 4,122 3,985
28 Claims on foreigners.................. 119,280 111,828 110,217 108,153 109,508 108,720 110,274 109,297 111,113 112,997
29  Other branches of parent bank . ... ... 36,565 37,953 31,576 29,966 33,422 30,218 29,575 28,782 29,555 33,412
30 Banks......... 43,352 37,443 39,250 41,145 39,468 40,677 43,189 42,537 43,342 41,216
31 Public borrowers . .................. 5,898 5,334 5,644 5,038 4,990 4,942 4,983 4,897 4,964 5,234
32 Nonbank foreigners................. 33,465 31,098 33,747 32,004 31,628 32,883 32,527 33,081 33,252 33,135
33 Otherassets . ... ... 5,019 4,882 5.225 6,713 6,810 6,653 7.063 7,686 7,884 6,947
34 Total payable in U.S. dollars .. ...... ... 126,012 112,809 108,626 97,125 95,028 95,359 97,568 95,319 99,398 104,622
35S Claims on United States .............. 33,756 26,868 32,092 27,564 23,193 27,070 27,290 26,665 29,066 32,542
36 Parentbank ............ . 28,756 21,495 26,568 22,106 18,526 22,673 22,749 22,602 24,689 28,228
37 Other banks in United States N 5.000 1,363 1,008 1,364 1,475 996 1,061 980 1,192 1,157
38  Nonbanks? ................ .. } o 4,010 4,519 4,094 3,192 3,401 3,480 3,023 3,188 3,157
39 Claims on foreigners............ R 88,917 82,945 73,475 66,304 68,138 65,022 66,872 64,466 66,257 68,469
40 Other branches of parent bank . 31,838 33,607 26,011 23,229 26,361 22,720 22,578 21,785 21,958 25921
41 Banks.............. ..o 32,188 26,805 26,139 24,020 23,251 23,629 25,685 24,225 25,343 23,263
42 Public borrowers ... ... C. 4,194 4,030 3,999 3811 3,677 3,68t 3,716 3,660 3,712 3,785
43 Nonbank foreigners. . ............... 20,697 18,503 17.326 15,244 14,849 14,992" 14,893 14,796 15,244 15,500
44 Otherassets .................... ... 3,339 2,996 3,059 3257 3,697 3,267 3,406 4,188 4,075 3611
Bahamas and Caymans

45 Total, all currencies. ............. .. ... 152,083 146,811 142,055 131,363 142,592 135,627 133,229 133,837 146,437 141,464
46 Claims on United States .............. 75,309 77,296 74,864 68,062 78,1707 73,5697 68,8737 67,357 77,909 73,282
47 Parent bank ........ . 48,720 49,449 50,553 44,2077 54,5757 48,962 44,759 44,1507 51,747 46,282
48  Other banks in United .. 26.589 11,544 11,204 9,628 11,156 10,625 10,924 10,855 12,649 13,988
49  Nonbanks? ......... . } o 16,303 13,107 14,227 12,439 13,982 13,190 12,352 13,513 13,012
50 Claims on foreigners.................. 72,868 65,598 63,882 57.45% 59,8837 56,899 59,036 60,643 62,770 62,886
51  Other branches of parent bank .. ..... 20,626 17,661 19,042 16,155 17,2967 15,332 15,4817 16,529 16,562 15,775
520 Banks.............oooo 36,842 30,246 28,192 25,743 27.476 26,366 28,139 28,5608 30,917 31,352
53 Public borrowers , ... L 6,093 6,089 6.458 6,697 6,929 7,026 6,974 6,915 7,120 7,169
54 Nonbank foreigners. .. .............. 12,592 11,602 10,190 8.857 8,182 8,175 8,442 8,631 8,171 8,590
55 Otherassets ......................... 3,906 3,917 3,309 5,849 4,539 5,159 5,320 5.837 5,758 5.296
56 Total payable in U.S. doltars . .......... 145,641 141,562 136,794 124,801 136,813 129,474 126,605 126,808 138,445 133,119

hdve been reduced by an increase in the reporting threshold for *

Beginning with June 1984 data, reported claims held by 10re1§,n branches

‘shell”

branches

from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

2. Data for assets vis-a-vis other banks in the United States and vis-a-vis
nonbanks are combined for dates before June 1984.
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3.14  Continued
1986 19387
Liability account 1983 1984 1985 -
Nov, Deg. Jan. teh. I Mar, Apr, Muy?
All foreign countries
S7 Total, all currencies. ... .. 477,090 453,656 458,012 446,618 456,628 458,305 457,819 456,655 484,827 487,300
S8 Negotiable CDsY oo o0 n.d. 37,7258 34,607 32,920 31,629 33,395 36,074 34,873 13,155 34,360
59 To United States 188.070 147,583 155,538 137,029 151,632 140,072 140,040 141,341 152,390 149,785
60 Parent bank . 81,261 78,739 83,914 75,062 82,561 70,047 73,095 70,866 74772 74,347
of Other banks m Unliu( o 29,453 18,409 16,894 14,532 15,640 15,051 13,602 13,695 16,913 16,908
62 Nonbanks ... oo 77,356 50,435 54,730 47,435 53,428 54,974 53349 56,780 60,708 58,530
63 To toreigners ... 269,685 247,907 245939 256,011 253,778 204,480 261,944 260,659 277,991 284,126
64 Other branches of parent bank . 90,615 93,909 89,529 87,993 95,146 90,303 8¥,524 87,867 94,559 101,777
65 Banks.....o..o . 92 889 78,203 76814 83,784 77,809 89.21¢! 86,037 84,976 92,704 90,236
66 Oflicial institutions 18,896 20,281 19.520 18,831 17,835 19,532 19,818 20,591 21,293 23,058
67  Nonbank forcigners. ., ... ., . 068,845 55,514 60.076 66,003 62,988 65,429 67,568 67,225 69,435 69,055
68 Other liabilities ... ... ... 19,335 20, 441 21928 20,052 19,592 20,358 19,755 19,742 21,291 19,029
69 Total payable in U.S. dollars ... ... 388,291 367,145 AS3,712 320,348 336,406 323,900 326,319 321,354 340,009 346,946
70 Negotiable CDs* .00 n.a. 15,227 31.063 29152 28,466 29921 32,407 31,148 29,505 30,763
71 To United States ... 184,305 143,571 150,162 129,224 143,650 131,557 131,617 132,413 141,126 140,883
T2 Parent bank ... 79,035 76,254 30.88R 71.m7 78.472 65,419 68,540 63,755 68,064 69,863
73 Other banks in United States oo 28,930 17,935 16,264 13,679 14,609 14,047 12,505 12,593 15,455 15,742
74 Nonbanks.......... ... o 76,334 49,382 53.010 44,528 50,569 52,091 50,572 54,065 57,607 55,278
75 To foreigners ... e 194,139 178,260 163,583 153,972 156,806 155,182 154,711 149,949 161,216 167,664
76 Other branches of [Mn tbank ... ... 73,522 77,770 71,078 64,178 71,181 64,380 63,6407 62,172 67,278 74,769
7 Banks. . ... RYR 45,123 37,365 35,306 13,850 37,159 368160 35,116 19,111 36,216
78 Official insti 13,855 15,773 14,359 13,139 12,371 13,688 13,189 13,392 14,318 16,068
79 Nonbank foreigners. ... . S1H260 19,594 40,781 41,349 39,404 39,955 41,066/ 39,269 40,509 40,611
8O Other liabilities ... .. 000 9,847 10,087 8.904 7,400 7,484 7.240 7,584 7,844 ¥,222 7,030
— SN VR N SN E N S
United Kingdom

Bl Total, all currencies. . ....... .. 158,732 144,385 148,599 143,806 140,917 144,093 146,188 145,486 149,998 154,374
82 Negotiable CDs? n.i. 4413 31,260 28,984 27,781 29,432 32,233 30,968 2931 30,226
83 To United States 55,799 25,250 29,422 22,585 24,657 19,465 22,501 21,433 23,967 26,291
84 Parent bank | . 14,021 14,651 19,330 13,811 14,469 10,004 12,738 12,332 13,201 15,145
85 Other banks in 1 United \Idlu ....... 11,328 3,125 2,974 2,184 2,649 2,154 2,154 1,816 2,208 2.273
86 Nonbanks........ e 30,450 7,474 7018 6,590 7,539 7,307 7.642 7,285 8,501 8,873
87 Toforeigners ... o . vs,847 77,424 TK,528 83,455 79,498 86,229 82,418 83,723 87,350 89,673
8% Other branches of parent bunk .. .. .. 19,038 21,631 23,389 23,739 25,036 23,598 20,230 20,371 22,390 26,367
89 Banks.... ... 41,624 30,436 2%,581 34,321 30,877 16,479 35,434 35,971 37,562 35,282
90 institutions .. 10,151 10,154 9,676 7,875 6,836 8,484 7,842 7,827 8,871 10,004
9] Nonbuank foreigners. .. 25,034 15,203 16,879 17.520 16,749 17.671 17,922 18,554 18,527 18,020
92 Other habilities 7,086 7,298 9,392 8,782 8,981 8,967 9,036 9,362 9,370 .

93 Total payable in U.S. dollars ... ... .. 131,167 117,497 112,697 99,327 99,707 98,741 101,971 98,967 101,793 106,093
94 Negotiable (Ds? n.a 13,070 29,337 27,166 26,169 27.701 30,175 28,868 27,189 28,345
98 To United State 54,091 24,105 27,756 20,055 22,075 16,829 19,894 18,940 21,144 23,561
96 Parent bank 13,839 14,339 18,956 13,438 14,021 9,451 12,187 11,606 12,352 14,528
97  Other banks in United St.ms . 11,044 2. 980 2,826 1,880 2,328 1,887 1,926 602 2,021 2,027
98 Nonbaonks ..o 29,808 6,786 5,974 4,737 5,729 5,491 SR 5732 6,771 7,006
99 Fo foreigners .. ... .. 73279 56,923 S1,980 49,056 48,138 51,174 48,610 47,531 49,708 51,029
100 Other branch 15,403 18,294 1%,493 16,695 17,951 16,386 14,6917 14,471 4,367 18,430
HH Ban 29,320 18,356 14,344 15,984 15,203 18,626 18,207 18,027 19,498 15,555
102 Officiy 8,279 8871 7,661 5,655 4,934 6,096 S, 76 4,924 5,786 7,214
103 Nonbank Imu),nu 20,277 11,402 11,482 10,722 10,050 10,006 10,536 10,109 10,057 9,830
104 Other Habilities ... .. 3,197 3,399 3,624 3,050 3,328 3,037 3,292 3,628 3,782 3,158

Bahamas and Caymans
—
105 Total, all correncies. ... ... L 152,083 146,811 142,055 131,363 142,592 138,627 133,229 133,837 146,4Y7 141,464
106 Negotiable CDs? 1.t 618 610 784 847 995 855 813 883 1,092
107 To United States 141,299 102,985 103,813 94,493 105,248 9R8,733 95,221 U8, 560 107,028 101,338
108 Parent bank ... ... .. 50,980 47,162 44,811 43,572 48,048 401,845 40,409 39,625 42,976 39,848
109 Other banks in United Sl‘m\ o .. 16,0587 13.93% 12,778 11,131 HL718 11,687 10,151 11,568 13,345 13,185
1H) Nonbanks ... e 44,262 41,855 46,224 19,790 44 885 46,201 44,0601 48,367 50,707 48,305
11 Foforeigners ..o 38,445 40,320 35,053 33841 34,400 33,831 35,083 32,501 36,491 36,828
112 Other hhmchu u! paunl hank . . 14,930 16,782 14,075 12,661 12,631 12,323 12,972 11,673 13,891 13,359
13 Banks. ... P 11,876 12,408 101,669 8,545 8,617 8.402 R0y 8,140 9,452 9,885
4 Official l[)\[llllll(m\ P . R 1919 2,054 1.776 28717 2,719 2,808 3.M3 2,836 2,937 3,072
1S Nonbank foretgners. . ..o oo 11,274 9,079 8,513 10,058 10,433 10,298 10,9987 9 R52 10,214 10,509
F16 Other Habtlities ..o 000 2,339 2921 2579 2.24 2,097 2,068 2,100 1,963 2,035 2,209
117 ‘Total payable in U.S. dollars .. ... ... 148,278 143,582 138,322 127,309 138,774 131,572 129,183 129,048 140,457 136,475
3. Betore June 1984, liabilities on negotiable CDs were inctuded in liabilities to

the United States or liabilities 1o toreigners, according 1o the address of the initial
purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1986 1987
Item 1984 1Y8S

Nov. Dec. Jan. l'eb. Mar. Apr. May”
TTotal' o 180,348 | 178,380 | 211,158 | 211,706 | 213,416 | 215,512 | 227,043 | 235,824 | 235,788
2 'llmcs reported by banks in the United States> ... ... 26,090 26.734 27.818 27,626 27,629 29,438 31,237 32,630 31,384
3 U.S. Treasury bills and certificates’ .. oo 59,976 53.252 75,132 75,650 78,718 75.434 79,629 84,640 81,553

U.S. Treasury bonds and notes
4 Marketable ... o 69,019 77.154 91,228 91,534 93,032 93,866 99,703 102,107 106,478
S Nonmarketable™ .. ... ... .. ... . 5,800 3.550 1,300 1,300 1.300 1,300 1,300 1.300 1,300
6 U.S. securities other than U.S. Treasury securities 19,463 17.690 15.683 15,596 15,737 15,474 15,174 15,147 15,073

By arca

7 Western Europe! 69,818 74.447 87,840 88,289 89,681 90,914 99,711 | 105600 | 107,597
8 Canada. . .. 1,528 1.315 1.892 2,004 3.383 3761 5.110 3,922 3,482
9 Latin America and Caribbean ... . 8,565 11,148 9,096 8.367 7,680 7.428 8,241 9.293 7879
10 ASIL ..o 93,701 86,448 | 105,510 | 106,024 | 107,448 | 108,886 [ 108,662 | 110,022 | 109,578
11 Africa 1,263 1.824 1,545 1,503 1,300 1,164 1,192 1,284 1.628
12 Other countries 5472 3,199 5,276 5.519 1,926 l 3.362 4127 5,702 5,626

. Includes the Bank for International Settlements.
Principally demand deposi

. time deposits, bankers acceptances, commer-

ual paper, negotiable time ceniticates of deposit, and borrowings under repur-

chasc agreements.

Includes nonmarketable certificates of indebtedness (including those pay-
ahle in_foreign currencies through 1974) and Treasury bills issued to otficial

institutions of foreign countries.
4. Excludes notes issued to foreign official nonreserve agencies.
bonds and notes payable in foreign currencies.

Inctudes

5. Debt securities of U.S. govermment corporations and federally sponsored
agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern Europe.

Nore. Buased on Treasury Department data and on data reported to the
Treasury Department by banks (including Federal Reserve Banks) and securities
dealers tn the United States.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies!

Millions of dollars, end of period

1986 19877
ftem 1983 1984 1985

June Sept. Dec. Mar.

1 Banks' own liabilities ........ ... o 5219 8,586 15,368 24314 29.467 29.404 36.436
2 Banks' own claims. . 7,231 11,984 16,294 20,937 24.124 25,150 31,748
3 Deposits....... 2,731 4,998 8,437 11,072 13.220 13,173 13.929
4  Otherclaims ........... 4 S 6,986 7.857 9.865 10.904 11,977 17,819
5 Claims of banks' domestic customers' .. ... ... . oo i 1,059 569 S80 1,385 1,597 2,508 2,120

1. Data on claims exclude foreign currencies held by U.S. monetary author-
ities.

2. Assets owned by customers of the reporting bank located in the United

States that represent claims on foreigners held by reporting bunks for the accounts
of the domestic customers.
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3.17 LIABILITIES TO FOREIGNERS  Reported by Banks in the United States

Yayable in U.S. dollars

Millions of dollars, end of period

1986 1987
Hotder and type of lability 1983 1984 1985 — — ————
Nov Dec. Jan. teb. Mar. Apt May”
1 _
T Al foreigners. . ... o o o] 369,607 | 407,306 | 435,726 513,633 | 538,895 | 525,508 522,597 524,768 | 551,449 553,394
2 Banks' own liabitities 279,087 106,898 341,070 378,439 1 404,760 392,094 8. 147 389715 411,333 413 R9S
3 Demand deposits 17,470 19.571 21,17 24,758 23,783 22,490 22,449 22,303 22174 22,954
4 Time deposits 90,632 110,413 117,278 125.429 131136 125,207 125728 125,129 133,278 133,878
S Othar ..o . 25874 26,268 29305 36.448 40,880 39,549 40,611 42,458 44,826 45,673
6 Own foreign ntl\u\ o 145111 1561646 173381 191.80S 208956 204,848 199,359 199,825 211,085 211,390
7 Banks custody labilities® . [P .. 90,520 100,408 94,656 135,193 134,134 133411 {34,450 135,054 40,117 139,500
& LS, Treasury bills and certif . 68 669 76,368 69,133 90,351 90,257 89278 90,695 93,048 97,789 95,971
9 Other ncpm.mlu and rmdllgv transterable
instrunwents” oo T 17,467 18,747 17,964 15,343 16,523 14,656 13839 14.744 14,625 15,885
10 Other oo 4,388 5,293 7,558 29 499 27,354 29477 29916 27.262 27,702 27.644
11 Nonmonetary international and regional
nILd|IIInIlNII\\7 P . 59587 4,454 5,821 4,565 4,699 5,081 4,520 3,889 6,830 3,819
12 Banks™ own habilities ..o 4,632 2,044 2.621 3194 2,850 3732 2,193 2.510 5.236 2185
13 Demand deposits .. 297 254 8S 135 199 183 157 246 159 106
14 Time deposits 3.584 1.267 2.067 2299 2,066 2,518 148K 1.230 KNt 960
15 Other ... .. 750 493 469 761 S84 1.034 548 1.033 1977 1,089
16 Inmka custody liabilities® ... o0 1,325 2,440 3.200 1.371 1.849 1,349 2,326 1379 1,594 1,664
17 LS. Treasury bills and certificat 463 916 1.736 262 2589 86 1.213 154 428 440
18 ()rhu nq.nlmhh and readily Drsnsterable
instruments” RO 1,524 1,464 1.104 1,590 1.261 1112 1,228 1,152 1,224
19 Other ... .. [} 0 0 s 4] 2 1 0 14 O
20 Official institutions® ... 79,876 H6,065 79,985 102,951 103,275 103,346 104,872 110,866 117,271 112,937
21 Banks' own liabilities |, . AU, 19,427 19,039 20,838 25.206 25,134 25,403 26,880 28,101 29,643 28,522
22 Demand deposits ... . 1.837 1.823 2077 2188 2,207 1,487 1,513 1922 1.829 2.089
23 Time deposits 7318 9374 10,949 11.288 10,752 11,335 11,388 11,138 13,084 11,784
24 Other. .. ... e 10,272 7.842 7.809 11,731 12,115 12,580 13,982 15,044 14,731 14,649
25 Buanks™ custody labilities® . 60,448 67,020 59,150 77.744 78.142 77.944 77,992 82,763 R7.627 84,415
26 ULS. Treasury bilts and certitics .. 54,341 59.976 §3,252 75132 75,650 YANAL 75.434 79.629 84,640 K1.553
27 Other negotiable and readily transterable
instruments” oo o0 e 6,082 6.906 5.824 2.480 2.347 2,158 2,418 3.001 2,832 2,718
28 Other ... .. e R 29 84 75 132 145 oy 140 132 154 147
29 Banks® 226,887 248,893 | 275,589 | 326,033 | 350,491 339,648 Q5,517 | 334,231 350,128 356,431
30 Banks' own liabilities ... 0L 205,347 225368 | 252,723 282,803 309,928 297,037 293,144 295,092 RIS 37,195
R3] Unaffiliated foreign hunl\s o 60,236 74,722 79,341 91,058 100,971 92,189 93,788 95,268 9,957 105,805
32 Demand deposits 8,759 10,556 10,271 11.611 10,303 10,434 10,103 9,510 9,781
33 Time \'L[)L\\ll\‘ ..... . 37,439 47,095 49,510 57,262 64,245 57912 60,007 61856 064,906
34 Other™. oo e 14,038 17,071 19,561 22185 26,424 23.844 23,675 23,90 25,271
15 Own foreign oftices’ . BN 145,111 150,646 173,381 191.808 208,956 204 84¥ 199,359 199,828 211,055 711 390
36 Banks™ custody Im!wlilncx" ........................ 21,540 23,528 22.866 43,170 40,563 42,611 42,373 39,138 m.116 39,236
37 ULS. Treasury hills and cenificates . ... ... AN 10,178 11,448 9832 10,491 9.962 Y 826 10,486 9,744 9,538 9,786
38 Other negotiable and readily transterable
instruments® 7,485 7,236 6,040 S.550 5,513 5433 4.340 4,367 4,256 4,293
39 Other oo o R 3877 4,841 6,994 27129 25,089 27,352 27.547 25,026 25322 25,158
40 Other foreigners ... .o oL S 56,887 67,894 74,334 80,083 80,430 77,429 77,688 75,783 77,220 80,207
41 Runks™ own labilities ... P . 49 680 60,477 64,892 67.176 06,849 65,923 65,4929 64,009 65,440 66,023
42 Demand depasits ..o o 6,577 6,938 8.673 10.824 11,009 141,386 10,676 10,623 10,405 10,202
43 Time deposits . P N 42,290 52,678 34,752 54,580 54,073 §3.446 52,848 50,908 52,188 52,901
44 Other ... K13 361 1,467 1.772 1,757 2,091 2,405 2,479 2,848 2,924
45 Banks' custody liabilities* . 7.207 7.417 9.439 12,908 13,580 11,507 11.759 11,773 11,780 14,184
46 U.S. Treasury bills and certificates . 3,686 4,029 4,314 4,468 4,387 3,648 3,563 3.520 3,183 4,192
47 Other n\;.nlmhk and readily transterable
instruments” RPN 3038 3,02t 4.636 6.209 7.074 S804 5,969 6,150 6,385 7.653
48 Other ... . 481 367 489 2234 2,120 2,055 2,227 2,103 2212 2,340
49 Memo: Negotiable time certificates of deposit in
custady for foreigners ... 0L - 10,346 10,476 9,845 6,610 7,343 7,191 112 7,694 7,976 8,541

1. Excludes negotiable time certificates of deposit, which are included in
“Other negotiuble and readily transferable instruments.”

2. lachudes borrowing under repurchase agreements,

3. U.S. banks: includes amounts due to own toreign branches and foreign
subsidiaries consolidated i Consolidated Report ot Condition filed with bank

regulatory agencies. Agencies, branches, and migority-owned subsidiaries of

toreign banks pllllLl[hl”\ atmounts duc o head oftice or parent foreign bank, and
foreign branches, agencies or wholly owned sabsidiaries of head ofhee or parent
foretgn bank.

4. Financial claims on residents of the United States, other than long-term

securities, held by or through reporting banks.

S.

Includes nonmarketable certificates ot indebtedness and

issted to official institations of foreign countries.

6. Principally bankers acceptances, commercial paper.,

certificates of deposit,

7. Principally the Internationat Bank tor Reconstruction and Development., and
th Luter-American and Asian Development Banks,
Foreign central banks and foreign central governments, and the Bank tor

lmclnulmnul Settlements.

Y. Bxcludes central banks, which are included jn

Treasury bills

and negotiable time

“Official institutions.”
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3.17 Continued

1986 1987
Area and country 1983 1984 1985
Nov, Pec. Jan. Feb. Mar' Apr. May”
TTotal ..o 369,607 | 407,306 | 435,726 | 513,633" | 538,895 | 525,505" | 522,597" | 524,768 | 551,449 | 553,394
2 Foreign countries ....... ... ... .. 363,649 | 402,852 | 429,905 | 509,067" | 534,196" | 520,424 | 518,077" | 520,879 | 544,619 | 549,576
FEUIOPe . o 138,072 | 153,145 | 164, 114 176,173 1 180,871 | 179,253 | 181,082 | 182,527 | 191,527 | 206.864
4 Austria.. ... S » 585 615 1,197 1,186 972 928 798 1,068 911
S Belgium-L. uxemho\ug ..... .. 2,709 4,114 s 741 6.863 6,788 6,729 7,587 7.230 7.919 9.325
6 Denmark ... . e e 466 438 S13 576 485 449 520 623 425 459
7 Finland.. R . i 418 496 448 580 565 762 9317 942 909
8 france .. S o .. 9,441 12,701 15.541 21917 22,850 21,372 22,654 23.835 27,396 27,858
9 Germany ... . .. 3,599 3,358 4,835 5.856 5,8237 6,813 5907 7.412 6,419 9,776
10 Greece ... 520 699 666 758 706 745 749 641 601 643
11 ltaly ... 8,462 10,762 9.667 9,304 10.875' 9375 8,489 10,101 11,342 11,726
12 Netherlands . .. 4,290 4,731 4,212 4,410 5.558 5158 5,354 4,968 5,967 5.442
13 Norway ........ . Lo 1,673 1,548 948 512 737 678 554 495 572 499
14 Portugai . A 373 597 652 685 700 657 709 689 66( 607
1§ Spain.. PN 1,603 2,082 2,114 2,197 2,393 2238 2,333 2224 2,233 2,194
16 Swuan . 1,799 1.676 1,422 1,301 K89 K84 1,062 1.065 1,251 1.503
17 Switzerland .| . . ) 32246 11,740 29.020 30,407 30967 28.91% 27,558 27.544 26,505 27,062
18 Turkey ... ... ... .. 467 584 429 418 454 375 359 412 833 378
19 United Kingdom............... . .. 60,683 68,671 76, 728 84,968 85,352 87,911 90,108 83,390 91,776 102,316
20 Yugoslavia. ... ool FR 562 602 544 631 SS4 565 564 526 429
21 Other Western E lllopc~ ................. 7,403 7,192 9, ()15 3.347 317 4,309 4,319 3,902 4,395 3.950
2 USSR 65 79 105 16 80’ 21 23 30 32 37
23 Other Easter 596 537 523 452 702 538 546 669 665 839
24 Capada. ..o o 16,026 16,059 17.427 25,753 26,256 26,105 25,1RY 26,553 25,294 24.522
25 Latin America and Caribbean ... oL 140,088 | 153,381 | 167,856 | 190.406' | 208.949" | 195.666° [ 191,636" | 195412 | 206,470 | 202,092
26 Argentina...... ... N 4,038 4,394 6,032 5,188 4,754 4,499 4,668 4,725 4,406 4,806
27 Bahamas ....... o] 55,818 56,897 57,657 63,17% 73,267 64,998 | 62,970 62,581 71,735 69,263
28 Bermuda PR 2,266 2,370 2,765 2,579 2,951 2.28% 2,506 2,293 2,180 2,595
29 Brazil ... 3,168 5,275 5.373 4,684 4,321 3.813 3,797 3.693 3,616 3.960
30 British West I[ndie Lo 34,545 36,773 42,674 61,921 TS | 66,778 65,509" 69,860 69,213 67,924
I Chile .o 1,842 2,001 2,049 2,328 2,053 2,208 2,046 2,060 2,253 2,034
320 Colombia.......... o 1,689 2,514 3,104 3.873 4,281 4,27% 4,268 4271 4,349 4,289
330 Cuba. .o 8 10 11 6 7 6 7 6 6 26
34 Ecuador...... . 1.047 1,092 1.239 1.199 1,235 1.049 1,120 1.014 1,044 1,093
35 Guatemala . .. . . . 788 896 1.071 1,129 1122 1,124 1,081 1,082 1,164 1.167
36 Jumaica ... .. L 109 183 122 183 136 149 145 230 149 189
A7 MeXICO. . 10.392 12,303 14,060 13,544 13.631 13,584 13.42% 13,207 15,053 13,909
38 Netherlands Antilles ... 3,879 4,220 4,875 4,706 4,914 5,593 5,652 5,643 5,706 5171
39 Papama.....L e 5,924 6,951 7,514 6.729 6,865 7,361 6,475 6,664 7.122 7.341
40 Peru ......... 1,166 1,266 1.167 1,146 1,163 1110 1,131 1.062 1,086 1.094
41 Uruguay . 1,244 1.394 1,552 1,610 1,537 1,609 1,583 1,630 1,545 1.507
42 VenC/ule 4,632 10,545 11,922 11,592 10,452 10,494 10,362 10,365 10,563 10,254
43 3,535 4,297 4,668 4.848' 5.109' 4,741 4,894 5,026 5,280 S, 470
A4 ASIL 58,570 71,187 72,280 1 107,054 | 108,969 | 112,058 | 113,439" | 108,942 | 112472 | 107,717
China
45 Mainland ... ..o oo 249 1,153 1.607 1,450 1,476 2,046 1,650’ 1,973 1,899 1,841
46 Taiwan . . PR . 4,051 4.9% 7,786 17,540 18,903 19,553 21,127 20,106 19,460 17,305
47 Hong Kong P . 6,657 6,581 8,067 9,347 9,518 9,388 9329 9,160 9,340 9,341
48 India 464 507 712 701 673 663 686 S00 826 568
49 Indonesi 947 1,033 1,466 1,528 1,54k 1.410 1.591 1414 1.460 1.242
50 Isracel.. . 1722 1,268 1.601 2,380 1,890 1,761 1.892 1,666 1,302 1,084
51 Japan .. 18.079 21,640 23,077 46,184 47,437 49,997 50.921 48,983 53,526 50,413
52 Korea. .. L. . . 1,648 1,730 1,665 1.128 11417 1,058 1.017 1,129 1,177 1,343
53 Philippines. ... J R 1,234 1,182 1,140 1,720 1.868 1.811 1.779 1,737 1,426 1,310
54 Thailand . . 747 1.257 1,358 1,083 1,120 1,282 1,224 1.235 1,131 1.172
55 Middie-East oil-exporting countries® . . 12,976 16,804 14,523 13,010 12,356 12,322 12,104 11,581 11,409 10,917
56 Other Asia 9,748 12.841 9.276 10,984 11,042 10,768 10,1200 9.456 9,815 11,182
ST AMTICH . .o 2827 3.39% 4,883 4,018 4,019 3661 3,494 3.457 3.702 4,003
S8 Egypt ... B . . 671 647 1.363 710 706 607’ I 753 847 1.052
59 Morocco. 84 118 163 %4 9 74 76 99 10 86
Soulh Africa | 449 328 88 264 271 341 201 178 287 198
87 153 163 96 74 54 42 40 39 74
620 1.189 1,494 1,593 1,518 1,336 1.156 1,108 1,212 1.267
917 961 1,312 1,272 1.358 1.248' 1.233 1,278 1.216 1,326
8,067 5.684 3,347 5,662 S5.13 3,680 3,232 3,988 5153 4,377
S Australia 7,857 5.300 2,779 4,286 4,209 2,683 2,465 3,027 4,266 3,578
66 All other. 210 84 568 1.376 922 997 767 960 888 799
67 Nunmonclau‘y international and regional organiza-
HONS o s 5,957 4,454 S.821 4,568 4,699 081 4,520 3,889 6830 31,819
68  International 5273 3,747 4806 3,482 3,512 1,958 3.606 2,897 5.561 2,336
69 Latin Au\uxmp uguma NN 419 587 894 927 1.033 960 762 788 850 994
70 Otherrvegional” ..o oo 265 120 121 157 154 164 152 204 420 488
includes the Bank for Internationat Settlements. Bq,inning April 1978, also United Arab Emirates (Prucial States).
leudu liastern European countries not listed in line 2 4. Comprises Algeria, Gabon, Libya, and Nigeria.
2. Begirning April 1978 comprises Bulgaria, C /(,Lh(l\]nvdkld the German S. Asian, African, Middle Eastern, and European regional organizations,
Democratic Republic, Hungary, Poland, and Romania. except the Bank for International Scttlements, which is included in “Other

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Quatar, Saudi Arabia, and Western Europe. ™
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318 BANKS' OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Millions of dollars, end of period

1986 1987
Arca and country 1981 1984 198s |- - - —
Nov.' Dec. Jan. Lieh, Mar.” Apr. May.»

—- _ - — —t .
I Total oo B 391,312 400,162) 401,608 417,669 | 444,2577| 421,0867 ( 417,2587] 414,321 437,926 436,471
2 Poreign countries .. ... ... 394,148 399,363 | 400,577 417,423 | 441,27¥ | 21,0177 47,0817 413,777 434,123 436,276
I Bwrope oL 91,927 99,014 106,413 106,528 147,347 100,775 102,234 94,393 108,064 115,370
4 Austrin ..., . .. 401 433 598 734 728" 641" 549 060 750 0668
N Belgium-Luxembourg . 5,639 4,794 5772 8,127 7,503 7,556 8.,9057 8,083 8,544 9,940
6 Denmark . .. . 1.275 648 706 757 692’ 65 624 65} 574 569
7 Fintand . 1,044 898 823 1,176 947 97 1,050 1,003 1,127 1,046
8 lrance.. 8,766 9,157 9.124 9,558 1,369 9,058 9,960 9,858 10,813 12,070
9 Germany 1,284 1,306 1.267 1,761 1818 2,269 128 1,632 1,374 1,507
10 Greece. . 476 817 99t 792 648 635 034 538 460 487
i1 ltaly A 9,018 9,119 8,848 8378 9,042! 7,898 7,337 6,991 7,536 8,331
12 NLI]\L[ L\n(ls ...... 1267 1,356 1,258 2,427 3,299¢ 2,077 2,090 2,371 3,075 2,989
13 Norway 690 678 06 712 654 741 766 667 683 776
14 Portugal. L 114 1,243 1,058 681 706 677 679 737 610 64
1S Spain ., ... 3,573 2884 1,908 1,722 1,459 1,479 1,637 1,768 1,939 2,070
16 Sweden 3,358 2,230 2,249 2,338 1,945 2,280 2,422 2,464 2,417 2,618
17 Switzerland 1.863 2,123 37 3.574 3,049 2,622 2,413 2,338 2,905 3,593
18 Turkey.......... 812 1,130 1,200 1,539 LS4l 1,469 1,436 1,577 1,559 1.623
19 tUnited Kingdom . 47,304 5(1,l8§ 62,566 SR,691 58,282 558567 56,387 54,035 59,821 62,764
200 Yugoslavia .. ... 1718 | 886 1,904 1.816 1,836 1,775 1,769 1,840 1,763 1,803
21 Other Western | 477 596 998 600 5401 522 47 781 670 515
22 U.S.S.R S, 192 142 130 228 145 396 4017 367 378 357
23 Other K (\\lun luropes. oo . 1,598 1,389 1,107 927 944 1,379 971 1,032 1,068 1,021
24 Canada oo oo o 16,34] 16,109 16,482 20,354 20,958 20,749 19,186 19,829 241,228 19,340
25 Latm America and Caribbean. ... 0000 o 205,491 207,862 202,674 196,441 208,852 198,5717 196,337 199,037 209,127 204,300
200 Arpenting oo 11,749 11,050 11,462 12,028 12,089 12,114 12,211 12,162 12,114 12,334
27 Bahamas . .. 99,633 58,009 58,258 S3,601 59,547 52,000 52,952 53,679 62,753 57,778
28 Bermudi . 566 92 499 447 418 415 376 532 740 1,242

24,667 26,315 25,283 25217 25,666 25,798 25,81y 26,082 26,214 25,734
35,527 38,205 I8.881 40,488 46,3064 41,128 41,0747 42,774 42,946 44,011

29 Brasl. ..
30 British We

i Chile .. 6,072 6,839 6,603 6,536 6,543/ 6,475 6,603 6,412 6,398 6,321
32 Colombia. 3,748 3,499 3,249 2,665 2,819 2.801 2,743 2,692 2,679 2,650
33 Cuba .. 3] 0 ] 1 0 107 | 6 9 9
M Heuador oo 2307 2,420 2,390 2,413 2,449 2,428 2,422 2,333 2381 2,372
In G dlundld‘, e . . . 129 158 194 138 140 133 145 13§ 120 11s
36 Jamaical .o 218 252 224 216 198 199 199 192 189 184
37 Mexico ... A 34,802 34,8RS 31,799 30,776 10,607 30,289 29,999 29,817 30,086 30,077
38 Netherlands Antitles . . .. 1,154 1,350 1,340 931 103 960 9457 992 1,202 1,072
39 Papama ... .. o . . . .. 7.848 7.707 6,645 5.354 5,434 §.270 5,204 5,543 5,769 4,791
40 Peru 2,536 2,384 1,947 1,624 1,643 1,635 1,626 1,593 1,595 1,599
40 Uraguay . 77 1088 960 943 940 G937 932 959 957 962
Venezuela 11,287 11,017 10,871 11,044 11,078 15,028 11,185 11,282 11,065 11,046

2,277 2,091 2,067 2,020 1,938 1,864 1910 1,845 1,910 2,005

67,837 66,316 66,212 86,192 96,198 95,989 91,767 87,783 R8.967 89,571

T
45 M.\mlund ......

......... 292 710 639 793 787 983 873 1,373 1.450 1,177
46 Taiwan. 1,908 1,849 1,535 181 2,675 2,617 2,890 2910 3.194 3,592
47 Hong Kon, 8,489 7.293 6,797 1.575 £,300 £,443 9,225 8,254 7.922 7.728
4% India ... 330 425 450 32 321 333 325 486 314 379
49 Indonesi 805 T4 698 722 718 699 679 652 621 657
5000 Israel L 1,832 2,088 1,991 1,605 1,635 1,601 1,521 1,545 1,509 1,459
St Japan ... 30,354 29,066 31,249 53,311 59,852 SR, 310 55,594 52,267 54,299 55,056
52 Korea .. 9,943 Y.28S 9,226 6,533 7,159 6,783 6,161 6,011 5,331 6,119
53 Philippines . 2,107 2,558 2,224 1,978 2,208 2,154" 2,827 2,282 2,821 2,064
S4 Thailand .. 1219 128 845 595 577 521 587 492 461 544
55 Middle Last oi 4,954 5,044 4,298 3,778 4,122 5,483 4,892 S50 4,598 3,795
6 Other Asia 5,603 6,152 6,260 7,162 7.845 8,053 6,922 6,362 7,148 7,009
ST OAIICa oo 6,654 6,615 5.407 4,737 4,621 4,618" 4,678 4,853 4,789 4,867
S8 Lgypt. E . . 747 728 721 560 567 577 593 618 574 589
59 Morocco 440 $83 575 621 598 590 SRS S84 565 566
60 South Afri 2,634 2,795 1,942 1.586 1,531 1,534 1,548 1,550 1,578 1,591
61 Zaire ... ... 33 18 20 27 28 36 42 42 41 43
62 Oil-exporting cotntries® . P S 1,073 842 630 690 688 728 743 8456 795 840
63 Other......................... P 1,727 1,649 1,520 1,253 1,208 1,156 1,168 1,204 1,236 1,243
64 Other countries .. ... .. 28Uk 3,447 3,390 317 3,297 3316 2,878 2,882 2,950 2,828
65 Australia. . 2,256 2,769 2,413 1,980 1,952 2,081 1,902 1,980 2,006 1,897
66 All other 642 678 978 1,192 1,345 1,235 976 892 884 931
67 Nonmonetary international and ugumal
organizations® ..o e 164 800 1,030 246 2,983 o 178 544 3,804 195
1. Includes the Bank for International Settlements. Beginning April 1978, also 4, Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
includes Bastern European countries not listed in line 23 United Arab Fmirates (Trucial States).
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German 5. Comprises Algeria, Gabon, Libya, and Nigeria.
Democratic Republic, Hungary, Poland, and Romania. 6. Excludes the Bank for International Settlements, which is included in

3. Included in Other Latin America and Caribbean® through March 1978, COther Western Furope.™
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS® CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dolfars, end of period

1986/ 19877
Type of claim 1983 1984 1985
Nov. Dec. Jan. Feb. Mar. Apr. May”
FTotal oo 426,215 433,078 430,489 417,669 478,221 421,086 417,258 445,903 437,926 436,471
2 Banks' own claims on foreigners. ... .. 391,312 400,162 401,608 417,669 444,257 421,086 417,258 414,321 437926 436,471
3 Foreign public borrowers ., ... 57,569 62,237 60,507 61,305 63,950 61,794 61,709 62,737 65,450 62,354
4 Own foreign offices! . 146,393 156,216 174,261 188,812 211,759 192,595 190,911 190,070 206812 203,516
§ Unaftiliated foreign banks 123 837 124,932 116,654 120,313 122,747 121,036 120,287 117,063 120,636 125916
6  Deposits .......... 47,126 49.226 48,372 53,300 57.299 54,376 55,526 53,682 57,394 60,309
7 Other......... 76,711 75,706 68,282 67,013 65,447 66,660 64,760 63,411 63,241 65,607
8 All other foreigners ................. 63,514 56.777 50,185 47,238 45,801 45,662 44,352 44,450 45,029 44 685
9 Claims of banks' domestic customers? . 34,903 32,916 8881 [ L B964 | o K21 7
10 Deposits ... ... .. 2,969 3,380 IS 4413 | ool 3,402
11 Negotiable and readily transferuble
instruments? 26,004 23,805 19332 | ..., 4044 | Lo o 205501 oo
12 Outstanding collections and othu
claims ... 5.870 732 6,214 | ... SSO8 | o] o 7630 | |
13 Memo: Customer liability on
acceprances ... ... 37,715 37,103 20487 1 ... 2616 1 .o 0| ool 25449 | ..o 0 L.
Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States? ... 46,337 40,714 38,102 45,351 43,994 46,583 49,528 44,378 46.671 n.a.

. U.S. hanks:
subsidiaries cons

includes amounts due from own foreign branches and foreign

lidated in **Consolidated Report of Condition™ filed with bank

3. Principally negotiable time certificates of deposit and bankers acceptances.
4. Includes demand and time deposits and negotiable and nonnegotiable

regulatory agencies. Agencies, branches, and majoritv-owned subsidiaries of
Soreign banks: principally amounts due trom head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head oftice or
parent foreign bank.

2. Assets owned by customers of the reporting bank focated in the United

States that represent claims on foreigners held by reporting banks for the account

of their domestic customers,

certificates of deposit denominated in U.S. dollars issued by banks abroad. For
description of changes in data reported by nonbanks, see July 1979 Buiirmin,
p. 550.

NoTE.

SIS

Beginning April 1978, data for banks’ own claims are given on & monthly
. but the data for claims of banks’ own domestic customers are available on a
quarterly basis only.

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
19867 1987
Maturity: by borrower and area 1983 1984 1985
June Sept. Dece. Mar.”

I Total ... 243,715 243,952 227,903 222,824 224,754 231,413 224,128

By borrower
2 Maturity of I year or less! ... ... 176,158 167,858 160,824 152,743 155,258 159,909 152,242
3 Foreign public borrowers . .. 24,039 23912 26,302 23,172 22,528 24,921 22,508
4 All other foreigners . .. 152,120 143 947 134,522 129,571 132,731 134,988 129,744
§ Maturity of over | year! . 67,557 76,094 67,078 70,081 69,496 71,504 71,876
6 Foreign public borrowers 32,521 38,695 34,512 37,582 38,350 19,783 41,005
7 All other foreigners .............. ... .. 35,036 37,399 32,567 32,499 31,145 31,722 30,871

By area

Maturity of 1 year or Jess!
8  Europe 56,117 58,498 56,585 58,028 59,428 61,227 57.821
9 ‘lllddxl 6,211 6,028 6.401 6,103 6,199 5,840 5,504
10 73,660 62.791 63,328 57,436 §8.212 56,050 54,081
1 34,403 33,504 27,966 25,796 26,505 29,476 29,603
2 4,199 4,442 3,753 3.297 3,071 2,858 3,145
13 1,569 2,593 2,791 2,083 1,845 4,458 2,098

Maturity of ovu l yea
I4 Lurope ..o o 13,576 9,605 7,634 7.945 7,230 6,826 6,921
15 C dnddd .87 1,882 1,805 2,256 1,930 1,930 1,936
16 43,888 56.144 50,674 53.621 54,137 56,337 56,623
17 4,850 5,323 4,502 4,043 3,976 4,081 4,197
18 2,286 2,033 1,538 1,497 1,479 1,534 1,626
19 All OIhC|~ 1,101 1,107 926 719 744 795 573

1. Remaining time to maturity. 2. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!'?

Billions of dollars, end of period

1985 1986 1987
Area or country 1982 1983 1984
June Sept Dec, Mar. June Sept. Dec. Mar.
T Total oo P 436.1 4339 405.7 396.8 | 3949 39019 | 395.0' | 3917 | 3916 | LS | 396.3
2 G-10 countries and Switzerland ..o oo 0o 179.6 167.8 148.1 146.7 152.0 148.5 | 156.5" § 159.9 158.8" | 157.9" | 163.4'
3 Belgivm-Luxembourg ... .. 13.1 12.4 8.7 8.9 9.5 9.3 8.3 9.0 8.5 8.4 9.1
4 France. . 17.1 16.2 14.1 13.5 14.8 12.3 13.8 5.4 14.6 13.8 13.4
S Germany. .. 12.7 11.3 9.0 9.6 9.8 10.5 11.3 11.5 12.5 1.7 121
6 10.3 11.4 10.1 8.6 8.4 9.8 8.5 9.3 8.1 9.0 8.6
7 3.6 3.5 3.9 3.7 34 7 35 34 3.9 4.6 4.4
8 Sweden..oooooo 5.0 S.1 32 2.9 3.1 2.8 29 2.9 2.7 2.4 3.0
9 Switzerfand ..o 5.0 4.3 39 4.0 4.1 4.4 5.4 5.6 4.8 5.5 5.8
10 United Kingdom . ... 721 65.3 60.3 65.7 67.1 64.6 68.S 68.9 70.0 TLR 74.6'
11 Canada ... ... FR 10.4 8.3 7.9 8.1 7.6 7.0 6.3 6.9’ 6.1 5.4 5.2
120 Japan. oo e s 30.2 299 27.1 217 24.3 24.2 2800 27.4 217 253 27.2
13 Other developed countries ... .. RATR] 36.0 33.6 323 12.0 30.4 316 30.6 29.4 26.0 26.2
14 Austria ... 1.9 1y 1.6 1.6 1.7 1.6 1.6 1.7 1.7 1.7 1.9
15 Denmark. . 2.4 14 22 1.9 2.1 2.4 2.5 2.4 23 1.7 1.8
16 Fintand .. 2.2 2.4 1.9 1.8 1.8 1.6 19 1.6 1.7 1.4 1.4'
17 Greeceo... ... 3.0 2.8 29 2.9 18 2.6 2.5 2.6 2.3 23 24
18 Norway...... 33 33 3.0 29 3.4 29 2.7 3.0 2.7 24 2.1
19 Portagal ... 1.5 1.5 14 1.3 1.4 1.3 1.1 1.0 1.0 8 9
20 Spain. . 7.8 7.1 6.5 5.9 6.1 AR 6.4 6.4 6.7 5.8 6.2
21 Turkey 1.4 1.7 1.9 2.0 2.1 1.9 2.3 2.5 2.1 2.0 1.9
22 Other Wi 2.3 14 1.7 1.3 L7 2.0 2.4 2.1 1.6 1.4 1.6
23 South Afr 3.7 4.7 4.5 1Y 33 3.2 1.2 3l 31 3.0 kN
24 Australia 4.3 sS4 6.0 6.2 5.6 5.0 4.9 4.2 4.1 3.5 32
25 OPEC conntries®. ... DR 26.9 28.4 249 228 2.7 216 N 20.6 20.0 19.6" 20.2
26 Beuador .. 22 2.2 2.2 22 22 21 2.2 2.1 2.2 2.2 21
27 l¢ 10.5 9.9 9.3 9.3 9.0 8.9 8.7 8.8 8.7 8.6 8.7
28 SH 2.9 14 33 i1 31 3.0 33 3.0 2.8 2.5 2.2
29 Middle East countries .. 8.8 9.8 7.9 6.1 62 5.5 4.7 5.0 4.6 4.5 S5
30 Afvican countries ... 2.8 RR(] 23 22 23 2.0 1.8 1.7 1.7 1.7 1.6
3 Non-OPEC developing countries ... [ o8 1118 o0 1078 105.1 3.8 | 017 0.9 99.5" 1 100.0
Latin America
32 Argentina .. ... 8.9 v.§ 8.7 8.6 8.9 8.9 8.9 9.2 9.3 9.5 9.5
33 Brazil. .. 229 23.1 26.3 26.6 255 25.6 257 25.4 2583 25.3 25.6
34 Chile ..o 6.3 6.4 7.4 6.9 6.6 7.0 7.0 7.1 7.2 7.1 7.3
35 Colombia 31 32 2.4 27 2.6 27 23 2.2 2.0 2.1 2.0
36 Mexico .. 24.2 258 257 253 24.4 24.2 241 239 239 239 238
3 Peru.... 2.6 24 2.2 21 1.9 1.8 1.7 1.6 1.5 1.4 1.4
W Other Latin' America 4.0 4.2 39 37 3.8 34 33 33 i3 3.1 3.0
Asia
China. ..o
39 Mainland. 2 3 v 3 A .5 b .6 .6 4 9
40 Taiwan .. 5.3 5.2 5.1 55 5.1 4.5 4.3 3.7 4.3 4.9 5.4
4t Indin s .9 9 9 1.1 1.2 1.2 1.3 13 1.2 1.8
42 lsrael. oo 23 1.9 1.8 2.3 1.5 1.6 1.3 1.6 1.4 1.8 1.4
43 Korea (South) . 10.7 11.2 10.6 l() O 10.4 9.4 9.5 8.7 7.3 6.7 6.2
44 Mualaysia. .. ... 2.1 2.8 2.7 2.8 2.7 2.4 2.2 2.0 2.1 2.1 1.9
45 Philippine 6.3 6.1 6.0 6.0 6.0 5.7 5.6 5.7 5.4 5.4 5.4
46 Thailand .. . R . .. BN 1.6 2.2 1.8 1.6 Ly 1.4 1.3 1.1 1.0 9 R
47 Other ASia . ... 1.1 1.0 1.1 9 9 1.0 9 8 7 7 6
Africa
48 Ligypt 1.2 1.5 1.2 1.0 1.0 Lo 9 9 N 7 6
49 Muoroccc 7 8 8 8 Y 9 .9 9 9 9 9
SO Zaire . 1 .1 .1 1 1 .1 1 .1 A .1 1
S1 - Other Africa 2.4 2.3 2.1 2.0 2.0 1.9 1.9 1.7 1.6 1.6 1.4
S2 Eastern Burope . .o 6.2 53 4.4 4.3 4.6 42 4.0 4.0 34 32 3.1
3 USSR, 3 .2 A 3 2 1 3 ) 1 1 1
54 Yug,osl‘nm 2.2 2.4 2.3 2.2 2.4 2.2 2.0 2.0 1.9 1.7 1.6
55 Other.......... 3.7 2.8 2.0 1R 1.9 1.4 1.7 1.7 1.4 1.4 1.3
5() Offshore banking centers ... o oo 66.0 68.9 65.6 63.9 8.8 65.4 61,7 §7.6" 62.7 65.2' 65.6'
§ Bahamas. ... .. 19.0 21,7 215 211 16.6 21.4 21.8 17.3 20.0 22.5 237
5X Bermuda. ... 000 9 9 Y Y 8 N N .5 A4 7 8
59 Cayman Islands and other Br West indies 12.8 12.2 11.8 121 12.3 13.4 11.3 13.0 13.2 14.5 13.§
60 ‘\lclhulends Antilles ... oo 33 4.2 3.4 3.2 23 2.3 2.3 2.3 Ly 1.8 1.7
61 Panama’ . ..., PR 7.5 5.8 6.7 5.4 6.1 6.0 5.9 §.5 6.8 5.1 5.5
62 lebanon. oo .l 1 1 1 .0 A .1 1 1 1 1
63 Hong Kong ... . R 13.3 138 11.4 114 114 i1.5 1.8 9.5 10.8 11.2 11.5
64 SINGAPOTC oo .. 9.1 10.3 9.8 9.7 9.4 9.9 8.4 9.3 9.7 9.3 8.8
65 Others® . 0 .0 .0 0 0 .0 0 .0 0 0 .0
66 Miscellancous and unallocated”. ... o 17.8 16.8 17.3 16.9 17.3 16.9 16.7 1.2 17.5 20.1 17.8

1. The banking offices covered by these data are the U.S. offices and foreign

branches of U.S.-owned banks and of U.

. subsidiaries of toreign-owned banks.

Offices not covered include (l} l‘ 3. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks. To mimimize duplication, the data are
adjusted to exclude the LJduns on toreign branches held by a U.S. office or
another foreign branch of the same banking institution, The data in this table
combine foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the
claims of U.S. oftices in table 3.18 (excluding those held by agencies and branches

of foreign banks and those constituting claims on own toreign branches).

2. Beginning with June 1984 duta, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for “'shell” branches

from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

3. Besides the Organization of Petroleum txparting Countries shown individ-
ually, this group includes other members of OPEC (Algeria, Gabon, fran, lrag,
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well
as Bahrain and Oman {nor formally members ot OPEC).

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979,

6. Foreign branch claims only,

7. Includes New Zealand, Liberia, and international and regional organiza-
tions.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States'

Millions of dollars, end of period

1986 1987
Type, and area or country 1983 1984 1985
Mar. June Sept.r Dec. Mar.?
UTotal Lo 25,346 29,357 27,6857 26,3406 24,848 25,183 25,385 25,432
2 Payable indollars ... ..o o 22,233 26,389 24,296 22,589 21,162 21,240 21,541 20,176
3 Payable in foreign currenc 3,113 2,968 3,389 3,757 3,686 3,943 3,844 5,256
By type
4 Financial liabilities ... . . .0 o oo 10,572 14,509 13,460 13,017 172 12,285 12,134 12,562
5 Payable in dollars . ... ... . . .. 8,700 12,553 11,257 10,75¢ 9,637 9,908 9,694 10,140
6 Payable in foreign currencies .......... ...l 1,872 1,955 2,203 2,267 2,091" 2,376 2,440 2,422
7 Commercial liabilities 14,774 14,849 14,225 13,329 13,120 12,899 13,250 12,870
8  Trade payables ......... 7,765 7,005 6,685 5,618 5472 5,723 6,289 6,050
9 Advance receipts and other liabilities 7.009 7.843 7,540 7711 7,648 7,178 6,961 6.820
10 Payableindollars .. ... ... o oo 13,533 13,836 13,039 11,839 11,525 11,331 11,847 10,036
11 Payable in foreign currencies ...................... 1,241 1,013 1,186 1,490 1,595 1,567 1,404 2,834
By area or country
Financial liabilities
120 Burope ... 5,742 6,728 7,560 74567 7,046" 7,678 7,891 7,806
13 Belgium-Luxembourg. . ....... ... 302 471 329 440 3907 424 245 205
14 France......... ... ... ... . ... . 843 995 857 851 686 501 737 702
15 Germany . ... 502 489 434 388 280 319 n 342
6 Netherlands . RPN 621 590 745 630 635 708 701 690
17 Switzerland. . .. .. . .. 486 569 62(y 6367 505 636 714 772
18 United Kingdom ................. . ............. 2.839 3,297 4254 4,167 4,2527 4,660 4,830 4,834
19 Canada ... oo 764 863 839 832 367 362 402 430
20 Latin America and Caribbean. ................... .. 2,596 5,086 3,184 2,810 2,463 2,283 1,969 2,366
21 Bahamas . ............ ... . 751 1,926 1,123 958 874 863 621 668
22 Bermuda........... ... ... ... 13 13 4 4 14 4 4 0
23 Brazil.. ... .. . ... . . o 32 35 29 26 27 28 32 26
24 British West Indies................ ..., 1,041 2,103 1,843 1,639 1,406 1,270 1,160 1,388
25 MexXico ... 213 367 s 20 30 18 22 30
26 Venezuela. ... oo 124 137 K 3 3 5 3 3
27 ASIA L 1,424 1,777 1,818 1,874~ 1,738 1,881 792 1,869
28 Japan . 991 1,209 1,198 1,2677 1,264 1,446 1,377 1,459
29 Middle 170 [Sh 82 78 43 3 8 7
30 Africa 19 14 12 12 12 4 ! 3
31 Qil-exporting countries®. ... ... ... ... ... 0 0 0 0 0 2 1 I
32 Allother ..o 27 41 SO 32 104 76 9 K8
Commercial liabilities
33 BUIOPE Lottt 3,245 4,001 4,074 3,925 3,817 4,367 4,420 4,414
34 Belgium-Luxembourg 62 48 62 66 S8 75 99 84
35 France......... S 437 438 453 382 358 370 338 279
36 Germany . .. 427 622 607 546 561 637 693 598
37 Netherlands . 268 245 364 545 586 613 493 374
38 Switzertand. . ... .. .. 241t 257 379 261 284 361 384 481
39 United Kingdom . . .. 732 1,095 976 957 864 1,104 1,279 1,298
40 Canada ... 1,841 1,975 1,449 1,445 1,367 1,312 1,386 1,387
41 Latin America and Caribbean. ... ... ... ... ... 1,473 1,871 1,088 1,107 1,242 846 850 1,147
42 Bahamas .......... ... ... | 7 12 26 10 37 19 28
43 67 114 77 218 294 172 132 285
44 4 44 124 S8 64 45 43 59 73
45 British West Indies . 6 32 44 7 35 45 48 88
46 Mexico ...l . . 385 586 430 256 235 197 210 182
47 Venezuela..........o oo il 432 636 212 364 488 207 215 316
48 6,741 5,285 6,046 5,384 5,075 4,807 5,011 4,928
49 1,247 1,256 1,799 2,039 2,100 2,136 2,046 2,441
50 4,178 2,372 2,829 2,17 1,787 1,492 1,666 1,175
st 553 588 587 486 567 585 619 5§20
52 167 233 238 148 215 176 197 170
53 921 1,128 982 983 1,053 982 963 474

1. For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550.

2. Comprises Bahrain, lran, fraq, Kuwait, Oman, Qutar, Saudi Arabia, and

United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional organizations.

5. Revisions include a reclassification of transactions, which also affects the
totals for Asia and the grand totals.
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323 CLAIMS ON UNAFFILIATED FOREIGNERS  Reported by Nonbanking Business Enterprises in the
United States!
Millions of dollars. end of period
1986 1987
Type, and arca or country 1983 1984 1985 e -
Mar June Sept.’ Dec. Mar.»
Iflotal oo 34,91t 29,901 28,7607 404 33,8697 33,879 32,839 34,369
2 Payable mdoblars o000 31818 27,304 26,457 29217 L6887 31,186 33,245 11,358
I Payable in toreign currencies ... 3096 2597 2,302 2,187 2,182 2,693 2,594 3,011
By type
4 Financial clams Lo 23,780 19,254 18,774 22017 24,720 24,666 23,251 24,108
S0 Deposits . 18,496 14,621 15,5267 18,63 2048 19.262 18167 18,327
O Payable in dollars | .. 17,993 14,202 14,9117 18476 20,863 18,0698 17,614 17,610
7 I’u\.xhla in foreign currencies ... S04 420 o1s 457 558 364 583 717
& Other financial claims. ..o oL 5,284 4,633 3,248 3,384 3,308 S04 5,083 5778
Y Payable in dotfars ... 3,328 3,190 2243 2,291 2287 4,042 3,199 4,448
1) Payable in foreign curvencies ... 1,956 1,442 1,035 i,0u3 1,021 1,362 [,284 1,331
1 Commerciad claims o000 000 1,13 10,646 9,986 9,387 9,142 9,213 9,588 10,264
12 Tride receivables o, 9,721 u.177 8,696 8,087 7,802 K030 8,442 9,248
13 Advance payments and other claims. .o 1410 1,470 1290 1,300 1,341 1,183 1,146 1,016
[+ Payable in dotlars .00 o000 0 . 10,494 9uI2 9,333 8,750 8,537 8,445 8,842 Y, 300
15 Payable in foreign currencies .. oL 637 738 652 637 606 67 756 904
By arca or country
Finunctal claims
16 Lurope ..o 6,488 5,762 6812 7,204 10,155 10,452 8,650 9.307
7 Belgium-1. ll\ul\lmlw ......... 37 15 10 10 Il 67 41 15
8 France. AT 150 126 184 MY 257 418 13 ta7
19 Gernany . 163 224 223 174 148 {29 9t 133
20 Netherfands . 7 [§13) 61 61 17 44 87 0
21 Switzerland 38 66 74 166 177 138 134 74
» United Kingdom S.817 4,864 6,007 6331 9,308 9429 7,925 8,480
230 Canada o 5,989 3,988 3,260 4,020 4,429 3,956 4,056 3815
24 fatin America and Caribbean. . . 10,234 8216 784067 10,073 Q258 4,353 9,110 9,547
25 Bahamas .. 4,77 3,306 2,698 3516 3318 2884 2,539 3,926
26 Bermuda 102 3 6 2 17 19 13 3
M Brazil 53 100 8 77 Al [0S &/ 72
2% British West lllilkk.\ 4,200 4,043 4,571 6,034 5,402 5,949 6,057 S, 145
29 Mexico . 293 215 180 17K 176 173 173 163
3 Veneruekt, oo oo oo 134 125 i 43 42 40 24 23
3 AN 164 Yol 731 61y Ty 7460 1347 1,207
32 Bapan. oo 297 3153 475 350 499 190 986 943
R Middle I a0l exporting countries® . ... 4 13 4 2 2 2 it Bl
WOAITICI 147 210 103 87 89 84 85 84
Chi Oil-exporting conntriest L 55 83 29 27 28 I8 28 19
36 Allother* Lo oo 159 117 21 14 20 81 27 148
Commerciad claims
3 Burope Lo 3,670 3,801 3,533 3.390 3,304 3,388 3,487
R+ Relgivm - Tuxe IIVIN\HIL 135 165 {75 148 131 126 138
39 I'rance PR 459 440 426 384 191 418 411
40 Gernar 149 74 346 399 418 401 447
<11 Netherlands . . 134 RN 284 221 230 184 162
42 Switzerland. oo 37 271 244 247 228 233 190
43 United Kingdom /09 1,063 BUR 195 674 853 909
b Canada .o 82Y 1,021 1,023 1,061 Y68 50 909 1,813
45 Tatin Americi and Caribbean, ... 2,695 2,082 1,753 1,592 1,611 1,687 .86l 1,697
46 Hahanias ... ¥ 8 13 27 24 29 29 11
7 Bermudiv .. (90 s 93 82 148 (32 158 125
4Y Brazil .. ... 491 214 206 217 191 207 229 200
49 British West lndices . 7 7 6 7 29 23 SS 23
30 Mexico L. B 8R4 83 S10 88 LR 3o 38R 415
b | Venesuelo, oo 272 206 157 172 181 192 219 155
52 AS L 3,003 3.073 2,982 2,609 2,574 2,487 2,619 2.602
53 Jupan B 1014 1,191 1.016 801 845 192 840 927
S Middle tast vil-e xporling uum!m\ 737 HO8 638 630 622 600 SO 465
38 Africa .. FE N SHE 470 437 491 450 404 464 425
S6 Oil-cxporting L\)llllll i \‘ ................... 139 [34 130 167 170 L6 134 142
ST Allother Cooo 280 229 257 244 237 234 218 241

1. Por a description of the changes in the International Statistics tubles, see

July 1979 Burterme, p. S50
20 Comprises Babrain, lran, Lrag. Kuwait,

2 Oman,
United Arab BEmirates Clrucial Statesy

Qicar, S

andi Arabia, and

3. Comprises Algera, Gabon, Libya, and Nigeria.
4. Includes nonmonet;

y international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars
1987 1986 1987
Transactions, and area or country 1985 1986
Jan.-May Nov Dec. Jan. 'eb. Mar. Apr. May?
U.S. corporate securities
STOCKS
1 Foreign purchases. ..., ... ... o 81,995 148,0907 [ 101,703 12,033 14,096 17,628 20,704 23,066 20,704 19,602
2 Foreignsales ............ ... 77,054 | 1293827 84,908 12,086 12,320 15,964 17,599 18,0037 17,391 15,951
3 Net purchases, or sales (=) ...................... 4,941 18,708 | 16,795 -52 1,776 1,664 3,105 5,063 3,312 3,651
4 Foreigncountries...... ... ... ... ......... .. ..... 4,857 18,9167 16,911 ~19 1,696 1,7447 3,204 5,026" 3,250 3,687
SEUrOpe ... 2,057 9,559 7,194 — 486 557 1,061 1,786 1,8417 1,028 1,478
6  FPrance... -438 459 1.698 69 113 140 446 656 332 123
7 Germany... 730 341 114 -3 24 62 16 19 — 10t 118
8  Netherlands . —123 936 458 50 14 53 91 69 124 120
9 Switzerland. . . ... =75 1,560 1,036 -236 47 101 100 177" 306 351
[0 United Kingdom 1,665 4,826 3.283 t14 363 647 996 783 181 675
11 Canada .. 350 807 624 41 102 100 -~ 118 343 251 47
12 Latin America 4 1,718 3,029 1,38t 367 220 308 331 372 36 334
13 Middle East! ... 238 9767 —338 -92 267 136 1758 =230 21 -90
14 Other Asia . . 296 3,876 7.358 80 450 91" 1,153 2,638 1,790 1,686
15 Afvica ... . . R 24 297 1y 23 17 -1 1S 1 59 45
16 Other countries ........... .o v, 168 373 573 48 84 49 212 1) 65 185
17 Nonmonetary international and
regional organizations . . ... ... 84 —-208 -116 -3 80 -80 - 100 37 62 -36
Bonbs?
18 Foreign purchases. ... oo 806,587 122,953 48,250 9,278¢ 11879 9,308 £.,021 12,147 9,843 8.961
19 Forefgnsales ........ ... ... ... .. 42,455 72,4991 34,299 6,110 7,7417 7,180 5,457 8,281r 6,559 6,822
20 Net purchases, or sales (=)} . .......... ... .. ..... 44,132 50,4547 13,951 3,167 4,138 2,1277 2,565 3,836" 3,283 2,139
21 FOreign countries . . ............oooveeeenierne... 44,227 | 49,6077 | 13,764 2,848 4,242° 2,216 2,179 3,994 3,107 2,269
22 BUIOPE ..ot 40,047 39,1267 10,898 2,095 3,065 1,3727 1,402 3.600¢ 2,833 1,690
23 France. .. 210 389 90 28 32 6 17 Bl =22 7
24 Germany. .. e 2,001 =251 -20 ~108 -19 213 145 198 -121 -29
25  Netherlands .......... ... ... ... 222 387 117 113 52 -7 =29 69 47 38
26 Switzerland. .., .. e 3,987 4,529 934 204 117 66 78 SS8 50 182
27 United Kingdom .................. 32,762 33,7067 9,823 1411 2,7617 1,389 1,178 2,931 2,809 1,516
28 Canada ........... e 190 548 634 154 153 -103 364 190 161 23
29 Latin America and Caribbean. .. ... ... 498 1,468 633 66 102 103 98 657 123 245
30 Middie East! ..., P 2,648 2,961 --88 --355 258 -57 -139 =12 62 58
31 Other Asia ... P 6,091 11,270 1,734 902 1174 917 469 169 =73 252
32 Africa ...... P .. 1l 16 13 3 3 0 i 3 1 7
33 Othercountries ... 38 139 —-61] 1S 3 - 16 -16 -22 4 6
34 Nonmonetary international and
regional organizations . .. ...... ... ... ... ... .. -95 847 187 k1L -104 ~88 386 —157" 176 -130
—
Foreign securities
35 Stocks, net purchases, or sales (=-)............... —3,941 - 1,912 —1,961 331 63" ~ 2047 —-561 =708 ~1156 668
36  Foreign purch .. 20,861 48,787 34,227 4,095 4,570 4,906 7,175 7,015 7,120 8,011
37 Foreignsales .............. o 24,803 50,6997 36,187 3,764 4,507 5,107 7,736 7,722 8,276 7,343
38 Bonds, net purchases, or sales (~) -3.99 1361 —1.594 --6927 —487" 31y iV - 545 --585 -T712
39 Foreign purchases .. 81,216 | 166,7817| 83,131 12,6667 16,3327 11,427 15,8227 16,650 19,012 20,221
40 Foreignsales ......... ... oo 85,214 170,142 84,725 13,3587 16,818" 11,1087 15,891 17,195 19,597 20,933
41 Net purchases, or sales (—), of stocks and bonds . . . . -7,940 —5,2737| —3,555 —3607 —4247 114 —6317| —1,2583| -—1,741 —44
42 Foreign countries .. ............ .. .. ............ ~9,003 —6,3577| -4,196 —362 ~873 21 -7 -1,8200| -1,876 —~62
43 Europe .. —9.887 | ~17.8937] —6,698 | —1018] —1.401 ~226"| —1,219 —682r| 2,684 1,887
44 Canada .. —1,686 —-875 - 1,567 - 106 ~264 —-396 -566 -202 -3 400
45 Latin America 1,797 3,479 540 16 233 389 104 417 259 204
46 ASi ... 659 10,858 4,041 760 1,465 168 925 06 636 2,007
47 Africa .. 75 52 31 4 3 4 0 1 8 20
48 Other COuntries . ... .. oo 38 -1,977 542 - 19 =909 34r 45 —524 91 -6
49 Nonmonetary international and
regional organizations . . ..................... 1,063 1,084 041 2 449 142 80 207" 135 18

{

Oman, Qatar, Saudi Arabia, and United Arab Emir

5

. Comprises oil-exporting countries as follows: Bab

Includes state and local government securi

1in, Iran, Iraq, Kuwait,
Trucial States).
and securities of U.S.

government agencies and corporations. Also includes issues of new debt securi-

ties sold abroad by U.S. corporations organized to finance direct investments
abroad.
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325 MARKETABLE U.S. TREASURY BONDS AND NOTES

Millions of dollars

Ioreign Fransactions

1987
« . 1985 1986 -
ountry or area
Jan,
May Noy
Trausactions, net y
| Estimated totat? ... e P 29,208 | 20,0617 4,312 —1,2581
2 Forelgn cOUNes” ... 0 28,768 1 20,164 | 8,804 3Ky
Yoluroped. o . 4,303 16,866/ 11,030 727
4 Belgium-Luxembourg N . A 476 349 208 53
S Germany®. oL F . 1,917 7,531 6,366 700
6 Netherlawds (. 209 [,283 206 38
7 Sweden ... 976 132 411 0
% Switzerland? 773 30 3,043 498
9 United Kingdom .. 1,810 4,648 89 335
10 Other Western Furope. S e 1,701 2.64¥ 1,327 510
1 Fastern Burope ..., R e 0 0 31 4}
12 Canada ..o oo o e 188 R¥1 1,878 19
13 Latin America and Caribbean 4,318 LAl 1,760 b
14 Vencrvelao o000 oo . 248 PA 13 139
15 Other Latin America and Caribbean 2,330 1,128 6UR Y
16 Netherlands Antilles. o000 0 1.731 159 1176 208
17 Asla. oo RN R o 19,919 (IRETL 2,800 152
18 Japan........... .o PP . 17.909 i 3.869 188
19 Africa ..o R R 1?2 54 19 2
20 Albother..... .. e .. 308 1,258 566 482
21 Nonmonetary nternational and 442 1,108 4,583 1,958
2 International. ..o .. 436 1,430 3,584 2,010
23 [Latin American regional ., 18 157 1 0
Mrno
24 Foreim countriest o e 28,768 21,164 8.894 300
25 Official institutions ... R,135 14,3800 14,944 133
26 Other toreign? 6.787" 6,050 433
Oil-exporting countries
27 Midkdle Bast® o000 P 1,547 1473 Y4 1,014
28 Atricat e o 7 h 9

1986

19%7
Jan. Feb. Mar Apr.

or sades { ) during period!
—4.36 961" 7,028 | —2,99¢
580 1,840 4,145 1,405
t,376 17517 5,832 37s
S9 20 A Lh
SR 1,118 2,141 1,106
366 41 - 212 22
229 440 334 32
t3s a73% 1,641 652
1,227 157 328" 1,089
236 18 1,635 230
3 0 0 40
846 4167 7091 03
1,006 290 062 -30
A3 18 102 14
445 VAN 156 176
S2¥ 682 & 133
922 1,231 2,378 2880
76 1,767 2,457 2.561
6 34 12 15
280 96 82 442
1,016 885 2,883 1.585
1,070 REH 2,833r 1.347
0 0 1" [{]
S80 1,846 4,145 1,405
1,498 LEE) 5,837 2,404
918 1,012 1,691 3810
724 962 226 120
] ] 17 0

1,696
8
1,420
352
166
413
540
204

6
37

32
1
293
90
2,14y
541
It
208

3,980
3,114
0

3,728
4,371
643

636
0

1. Estimated ofticial and private transactions in marketable U.S. Treasury
securities with an original matinity of more than one year. Pata are based on
monthly transactions reports. Excludes nonmarketable VLS. ‘Freasury bonds and
notes held by ofticial institutions of foreign countries.

2. dncludes ULS. Treasury notes denominated in toreign residents publicly
issued ta privade foveign residents

3.

Comprises Bahrun, han, fragq, Kawait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
4. Comprises Algeria, Gabon, Fibya, and Nigeria.
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3,26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS
Percent per annum
Rate on June 30, 1987 Rate on June 30, 1987 Rate on June 30, 1987
Country Country Country

Per- Month Per- Month Per- Month

cent effective cent effective cent etfective
AUstria. ... ... 3.5 Jan. 1987 France! . ... ... ... 7.75 Mar. 1987 Norway . ... 8.0 June 1983
Belgium 7.75 May 1987 Germany, Fed. Rep. of .. 3.5 Mar. 1986 Switzerland . .. 3.5 Jan, 1987
Brazi) . ... 49.0 Mar. 1981 ftaly ... 1L.5 Mar. 1987 United Kingdom?. . .......| ..... | .........
Canada. .. 8.59 June 1987 dapan ..o . 2.5 Feb. 1987 Venezuela ............ ... 8.0 Oct. 1985
Denmark ................ 7.0 Oct. 1983 Netherlands ............. 4.5 Mar. 1986

1. As of the end of February 1981, the rate is that at which the Bank of I'rance

discounts Treasury bills for 7 to 10 days.

2. Minimum lending rate suspended as of Aug, 20, 1981.

NotTE. Rates shown are mainly those at which the central bank either discounts

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per annum, averages of daily figures

or makes advances against etigible commercial paper and/or government commer-
cial banks or brokers. For countries with more than one rate applicable o such
discounts or advances, the rate shown is the one at which it is understood the
central bank transacts the targest proportion of its credit operations.

1986 1987
Country, or type 1954 (985 1986

Dec. Jan. Feb. Mar. Apr May June
I Burodollars..........o00o 000 1075 8.27 6.70 6.23 6.10 6.32 6.37 6.73 7.25 7.1
2 United Kingdom . 9.91 12,16 10.87 11.30 10.98 10.79 9.90 9.72 879 8.85
3 Canada 1t.29 9.64 9.18 8.34 7.95 7.44 7.14 7.62 8.22 8.40
4 CGiermany ... o 5.96 5.40 4.58 4.80 4.45 3.94 3.97 3.8 173 3.67
S Switzerland. ... 4.35 4.92 4.19 4.08 3.63 3.5% 1.93 3.65 3.63 371
6 Netherlands ......................... 6.08 6.29 5.56 6.0 5.58 5.3 S.38 5.31 5.1 5.5
7 France 11.66 9.91 7.68 7.92 8.49 8.36 7.85 7.87 8.0 8.18
& Ttaly .. 17.08 14.86 12.60 (1.40 11.39 11.13 10.65 10.03 10,15 10.67
9 Belgium. . . 1).41 9.60 8.04 7.39 7.88 7.75 7.49 7.21 7.13 6.78
PO Japan ... ..o o oo 6,32 6.47 4.96 4.40 4.23 3.98 4.00 192 3 371

Note. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month ‘Treasury bills: and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per doflar
1987
Country/eurrency 1984 198RS 1986
Jan. [Feb. Mar. Apr. May June

1 Australia/dotlar! . s 87.937 70.026 67.093 66.0) 66.77 68.17 T 71.42 n7m
2 Austriafschilling .. ... 20.005 20.676 15.260 13.087 12.433 12.905 12.739 12.574 12.793
3 BelgiamArane .. 57.749 §9.336 44.062 38616 37.789 R.029 35.562 37.091 37.712
4 Bravilicruzeiro. .. 1841.50 6205.10 13.051 15.58 18.08 20.56 22.59 n.. n.a.

S Canadw/dollar. .. 1.2983 1.3658 1.3896 1.360S 1.3340 1.3194 1.3183 1.3411 1.3387
6 China, P.R./yuan 2.3308 2.9434 3.4615 3.7314 3.7314 3.7314 17314 3.7314 3.7314
7 Denmark/krone ... 10,354 14,598 8.0954 7.0591 6.8939 6.9166 6. 8388 6.7333 6.8555
8 Finland/markka. ... o o0 6.0007 6.1971 5.0721 4.6419 4.5556 4.5102 4.4227 4.3604 4.4281
9 France/frane 8.735§ 8.9799 6.9256 6.2007 6.0760 6.1091 6.0332 5.9748 6.0739
10 Germanyhleutsche mark 2.8454 2.9419 21704 1.8596 1.8239 1.815§ 1.8125 1.7881 1.8189
11 Greece/drachma . 112.73 138.40 139.93 134.80 133.88 134,68 133,502 133.35 136.06
12 Hong Kong/dollar 7.8188 7.7911 7.8037 7.7698 7.7952 7.8017 7.8023 7.8049 7.8080
13 India/rupec. . P 11.348 12.332 12.597 13.029 13.062 12.924 12.8224 12.666 12.837
14 Il’clund/puund‘ ....... 108.64 106.62 134.14 143.90 145.93 145.54 147.49 149.59 147.25
1S Rtaly/lira oo 1756.10 1908.90 1491.16 1317.17 1297.74 1305.90 1292.96 1290.80 1316.50
16 Jupan/yen ., 237.45 238.47 168.35 154.83 153.41 151.43 143.00 140.4% 144.55
17 Malaysia/vinggit. . .. 2.3448 24806 2.5830 2,570 2.5418 2.58230 2.4861 2.4759 25078
18 Netherlandsiguilder 3.2083 3.3184 2.4484 2.0978 2.0592 2.0731 2.0447 2.0154 2.0490
19 New Zealand/dolla 57.837 49.752 52.456 S3.605 54815 56.333 57.751 57.639 S8.686
20 Norway/krone ... ... .. 8.1596 8.5933 7.3984 7.1731 7.0067 6.9315 6.7781 6.6632 6.7147
31 Portugal/escudo. .. ... 147.70 172.07 14980 14290 141.62 141.48 140,339 13918 14212
22 Singapore/dollar ..o 204323 22008 2.1782 21510 2.1410 21418 21350 2.1202 2.1176
23 South Africa/rand’ . 69,534 45.57 43.952 47.70 47.97 48.21 49.55 49.87 4941
24 South Korca/won .. 8017.91 861,89 884.61 86286 §57.38 856.11 845.00 832.53 K1K8.39
25 Spain/peseta. ... 160.78 169.98 140.04 129.54 128.62 128.86 126.97S 125.28 126.33
26 Sri Lanka/rupee 25428 27.187 27.933 28,578 28.662 28.823 28.902 28.988 29,171
27 Sweden/krona . 8.2706 8.6031 7.1272 60,6188 6.5016 6.4202 63210 6.2606 6.3482
28 Switzerland/Aranc 2.3500 2.455t 1.7979 1.5616 1.5403 1.5391 1.4968 1.4705 1.5085
29 Taiwan/dollar. ... 39.633 39.889 37.837 35.304 35.056 34.681 33.863 32.354 31.226
30 Thailand/baht. ... 23.582 27.193 26.314 26.037 25933 25.881 25.698 25.629 25779
31 United Kingdom/point! 133.66 129.74 146.77 150.54 152.80 159.23 162.99 166.66 162.88

MeEmo ..o ..

32 United States/dothar 138.19 143.01 112.22 101,13 99,46 98.99 97.09 96.05 97.78

1. Value in LS. cents.
H

Index of weighted-average exchange value of U.S.

dollar ugainst the

3. Currency reform.

NoTE. Averages of certified noon buying rates in New York for cable transters.

currencies of 10 industrial countries. The weight for cach of the 10 countries is the

1972-76 average world trade of that country divided by the average world trade of

alt 10 countries combined. Series revised as of August 1978 (see FEDERAL
RESERVE BULLETIN, vol. 64, Augast 1978, p. 700).

Data in this table also appear in the Board's (6.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

¢ Corrected

[ Estimated

p  Preliminary

r Revised (Notation appears on column heading when

about half of the figures in that column are changed.)

* Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000
when the smallest unit given is millions)

General Informuation

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities’” may include guaranteed
issues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

0 Calculated to be zero
n.a. Not available
n.c.c. Not elsewhere classified
IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts
RPs Repurchase agreements
Standard metropolitan statistical areas

SMSAs
e Cell not applicable

obligations of the Treasury. “*State and local government’
also includes municipalities, special districts, and other politi-
cal subdivisions,

In some of the tables details do not add to totals because of
rounding.

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of release dates for periodic releases......

SPECIAL TABLES

Issue Puage
June 1987 A9

Published Irregularly, with Latest Bulletin Reference

Assets and liabilities of commercial banks, March 31, 1986.....
Assets and liabilities of commercial banks, June 30, 1986 .......
Assets and liabilitics of commercial banks, September 30, 1986 ...
Assets and liabilities of commercial banks, December 31, 1986......
Assets and liabilities of U.S. branches and agencies of foreign banks, June 30, 1986 ............
Assets and liabilities of U.S. branches and agencies of foreign banks, September 30, 1986 ....

.............................................. June 1987  A70

June 1987  A76

July 1987 A70

July (987 A76
December 1986 A76
March 1987  A70

Assets and liabilities of U.S. branches and agencies of foreign banks, December 31, [986.......... May 1987 A76

Assets and liabitities of U.S. branches and agencies of foreign banks, March 31, 1987...............
Terms of lending at commercial banks, August 1986..............

Terms of lending at commercial banks, November 1986

Terms of lending at commercial banks, February 1987 ...........
Terms of lending at commercial banks, May 1987 .................

Special tables begin on next page.

August 1987  A70
December 1986  A70
February 1987 A70

o May 1987  A70

September 1987 A70
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of L.oans Made, May 4-8, 1987
A. Commercial and Industrial Loans?
. LLoans
Weighted Lvan rate (percent) S Most
Amount average " made Partici- com‘:l:un
N of toans size maturty! under pation base
Characteristic (thousands | {thousands Weighted Standard lnter- commit- loans pricing
of dollars) | of dollars) average Standard quartile ment (percent) ate?
Days effective? error ranged (percent)
ALl BANKS
I Overnight® ... oL 12,546,920 6,226 * 7.71 07 7.39-7.92 83.3 33 IYed tunds
2 One month and under ... ... 8,542,289 730 1S 7.91 .09 7.47-8.10 78.9 9.3 Domestic
3 Fixedwate ...l 7,107,176 1,161 5 7.78 07 7.45--7.99 79.1 9.9 Domestic
4 Floatingrate ... 1,435,113 287 18 §.88 A2 T7.80-9.12 718 6.0 Prime
S Over one month and under a year ... [ 9,707,040 Ho 153 8.94 .16 8.05--9.78 71.1 7.8 Prime
6 Fixed rate 3,595,494 105 99 8,73 22 7. Rh] 05.0 9.6 Other
7 Floatingrate ... oo 6,111,546 124 184 9.07 14 8.30-9.75 74.6 6.7 Prime
8 Demand? ............. ... 9,016,066 228 * %.54 s 7.63-9.38 68.9 4.5 Prime
9 Fixed rate | . . . .. 946,250 494 * 7.54 82 7.35--8.00 9.7 10.5 Other
10 Floating rate ... oo oL 8,069,816 218 8.65 12 7.83-9.38 66,2 38 Prime
11 Total short term . ...... ... 39,812,315 291 53 8.24 A3 7.53-8.77 76.1 5.9 Prime
12 Fixed rate (thousands of dollars 24,040,604 541 2 7.87 Ny 7.45-8.06 80.0 6.4 Fed funds
13 232,461 1 100 [1.34 24 10.25-12.46 2001 2 Prime
14 AU 125,402 2 102 10.47 .23 9.65--11.35 18.2 A Prime
1S S0-99 .. 164,268 70 123 1148 .40 9.36-11.83 23.0 7.7 Prime
16 100499 ., 403,193 188 83 9.40 22 8.24-9.96 43.1 6.3 Prime
17 500 999 343,933 664 54 8.20 14 7.76-8.87 66.3 4.4 Domestic
18 1000 and over 22,771,346 7.907 17 7.76 05 7.45-8.01 42.3 6.5 Fed funds
19 Floating rate (thousands of dollars 15,771,712 17t 150 8.81 13 8.17-9.58 70.1 5.3 Prime
20 24 ... N 441,256 10 155 10,17 IN] 9.38-10.79 68.5 1.4 Prime
20 2549 491,451 33 144 9.81 Nl 9.11-10.47 ARG 1.6 Prime
22 S0-99 . 829,119 67 169 .57 10 8.84-10. 11 73.3 1.8 Prime
23 100-499 ... . . 2,832,086 191 164 9.27 06 8.51-9.92 76.9 39 Prime
24 SO0-999 L 1,276,096 642 15t 92.07 (6 8.30-9.65 79.9 9.4 Prime
28 1000 and over ... o oo 9,901,708 4,708 143 8.47 A2 7.59-9.11 66.6 57 Prime
Months
26 Fotal dong term ... ... oo Lo L 5,382,322 242 51 8,92 14 8.03-9.79 81.7 iL.6 Prime
27 Vixed rate (thousands ot dollars) .. .. 1,048,728 (R13} 60 8.94 .33 7.60-10.24 68.5 6.6 Domestic
28 =99 .. 143,720 17 39 .22 A7 10.00-11.85 3.8 3.0 Prime
29 100--499 102,823 176 §1 t0.20 20 9.65-11.02 15.7 .9 Prine
0 500999 66,977 667 49 9.24 21 8.84--9.92 7.7 36 Prime
3 TRKY and over 735,208 4799 [ €.29 Ry 7.38-8.75 89,4 8.4 Foreign
32 Floating rate (thousands of dollars). . . . 4,333,595 330 48 8.92 A3 8.24-9.65 84.9 2.9 Prime
33 1--94 268,137 29 2 10.08 13 9.31-10.75 44.5 1.3 Prime
34 100-499 | 588,187 203 49 9.34 09 8.57-9.92 57.7 4.9 Prime
35 500-999 . . 248,699 668 47 9.01 13 8.30-9.58 84.3 17.8 Prime
36 1000 and over ..o 3,228,572 5,283 49 8.74 12 7.90-9 58 93.2 14.9 Prime
L.oan rate (percent)
Days Prime rate!!
Eftective! | Nominall®
N [ I
LoaNs MaDE BELOw Prime!?
37 Overnight® ..o o 10,989,619 9.676 * 7.87 7.30 8.00 86.8 4.9
I One month and under .. ... 6,713,199 4,475 14 7.62 7.35 8.00 81.5 9.6
39 Over one month and under a yea 3,146,517 489 114 7.76 7.53 8.08 79.9 10.2
40 Demand? oo 3,044,396 2,389 * 7.42 7.19 8.00 83 2.6
41 Total short term .. ...... ... 23,893,731 2,311 23 7.59 7.33 8.01 78.2 6.6
42 Fixed rate ..o oo o 19,885,597 3,511 13 7.59 7.33 8.00 83.S 7.4
43 Floating rate .......... ... ... ... 4,008,134 857 126 7.57 7.34 8.05 523 3.0
Months
44 Totaldong term. ... ........ ... ... .. 1,682,269 1,476 50 7.66 7.43 8.09 96.8 td.1
45 Fixed rate .. 505,978 AS1 67 7.48 7.31 8.00 96.4 5.4
46 Floating rate . ... .. 1,176,291 1,300 43 7.73 7.49 8.12 97.0 17.8

For notes see end of table
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4.23 Continued
A. Commercial and Industrial Loans — Continued
. Loans
Weighted Loan rate (percent) ; N
Amount Average average P made‘ Partici- wh:]l:,)r::m
N of toans size maturity? under pation base
Characteristic (thousands | (thousands Weighted . Inter- commit- loans pric'ing
of dollars) | of dollars} average S!.lndi}{(l quartile ment (percent) rate?
Days effective? error range® (percent)
ILARGE BANKS
1 Overnight® ... ... ................ 9,774,641 9,486 * 7.7 .09 7.45-8.00 80.3 3.0 Fed funds
2 One month and under.............. 6,271,095 2,832 15 7.80 .08 7.47-8.05 80.8 9.4 Domestic
3 Fixedrate .......... 5,498,448 5,533 15 7.74 .07 7.46-7.98 79.7 10.1 Domestic
4 Floating rate .. 772,647 633 17 8.26 10 7.70-8.32 89.1 4.5 Prime
§ Over one month and under a year ... 4,830,878 500 133 8.55 A2 7.75-9.20 81.8 6.5 Prime
6 Fixedrate ...................... 2,012,892 1,362 88 8.40 13 7.76-9.20 717 8.5 Dornestic
7 Floatingrate .................... 2,817,986 344 166 8.65 A7 7.71-9.38 89.0 5.2 Prime
8 Demand® ......................... 5,868,748 563 * 8.32 .25 7.50-9.04 59.9 2.0 Prime
9  Fixed rate ... 513,474 1,967 * 7.08 .96 7.34-7.80 88.3 6.7 Other
10 Floating rate 5,355,274 527 * 8.44 21 7.56-9.11 57.2 1.6 Prime
11 Yotal shortterm ................... 26,745,362 1,146 36 8.03 11 7.50-8.33 76.2 5.0 Fed funds
12 Fixed rate (thousands of dollars) . ... 17,644,223 4,723 16 7.79 06 7.46-8.06 79.9 59 Fed tunds
13 124 ..o 7,398 9 103 10.00 24 9.06-10.52 39.3 1.6 Prime
14 25-49 .., 7.156 1 84 9,71 36 8.80-10.43 41.5 7 Prime
15 50-99 ... 15,582 67 69 9.17 14 8.33-9.57 452 .0 Prime
16 100-499 .. 90,627 218 47 8.62 NE] 8.06-9.31 71.8 .4 Prime
17 500-999 ...... . 144,189 660 37 8.25 .08 7.79-8.60 85.1 .0 Domestic
18 000 and over ... ... 17,379,271 9,506 15 7.78 .06 7.46-8.06 79.9 59 Fed funds
19 Floating rate (thousands of dollars) . . . . 9,101,140 464 128 8.50 .18 7.59-9.11 69.1 3.2 Prime
2 1-24 79,047 I 164 9.77 .21 8.84-10.47 81.0 2 Prime
21 25-49 104,122 34 148 9.64 17 8.84-10.47 80.3 .5 Prime
22 50-99 194,756 67 169 9.42 .18 8.58-9.96 84.2 1.0 Prime
23 100-499 886,272 203 140 9.16 11 8.31-9.71 81.9 1.8 Prime
24 500-999 ...... 560,175 654 138 9.00 .09 8.30-9.58 85.1 39 Prime
25 1000andover................... 7,276,768 6,100 124 8.33 18 7.50-8.84 65.7 35 Prime
Months
26 Total longterm.................... 3,649,401 1,284 52 8.67 .13 7.65-9.42 94.0 13.1 Prime
27 Fixed rate (thousands of dollars) 561,262 1,422 70 8.36 .59 7.36-8.75 91.5 35 Foreign
2 =99 5,812 25 43 10,98 76 9.65-12.40 35.2 4.3 Prime
29 100-499 . 11,454 176 60 10.42 26 9.92-10.88 37.8 R Other
30 500-999 ...... 7,760 650 A8 8.61 .69 7.87-9.06 8.7 0 Fed Funds
536,236 6,220 71 8.29 .62 7.36-8.75 93.5 3.7 Foreign
3,088,138 1,261 49 8.73 1 7.90-9.44 94.4 14.8 Prime
36,580 33 35 9.61 A7 8.84-10.20 711 3.8 Prime
155,661 225 45 9.11 07 8.33-9.58 88.2 8.0 Prime
132,629 660 53 897 27 8.30-9.44 919 18.4 Prime
2,763,268 6,083 49 8.69 . 7.76-9.38 95.2 15.2 Prime
Loan rate (percent)
Days Prime ratef!
Effectived | Nominalt®
1.oANS MADE BELOW PRrimEg!?
37 Overnight® .. ... ... 8,342,226 11,326 * 7.60 7.33 8.00 84.6 3.6
38 One month and under.............. 5,202,665 6,810 s 7.62 7.36 8.00 79.9 9.7
39 Over one month and under a year ... 2,282,506 2.121 115 7.68 7.45 8.00 83.5 6.7
40 Demand® ....... ... ... ... 0 2,529,629 6,112 * 7.39 7.15 8.00 26.3 1.1
41 Tota) short termy . .................. 18,357,026 6,139 22 7.59 7.33 8.00 75.1 5.3
42 Fixedrate ......... ... 0o 14,969,505 8,008 12 7.61 7.34 8.00 81.7 6.1
43 Floatingrate ...................... 3,387,521 3,022 133 7.50 7.27 8.00 46.1 2.0
Months
44 Total long term.................... 1,372,919 5,304 51 7.59 7.37 8.00 99.7 12.4
45 Fixed rate 365,728 6,696 78 7.41 7.27 8.00 100.0 .0
46 Floating rate .. .. 1,007,191 4,931 42 7.65 7.41 L 8.00 9.6 16.9

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 4-8, 1987'—Continucd

A, Commercial and Industrial Foans — Continued?

Weighted [.oan rate (percent) Io'i;‘: - Monst
Amount Average average m“’ oy Pautici- common
o A of loans size maturity? Hindey pation st
Churacteristic {thousands | (thousands Weighted andar Inter- “’1"""“' loans pricing
of doltars) | of dollars) average Nf‘_“_( i d quartile l\"_‘_'fl n (percent) rate’
Days effective? crror range® {pereen
OrHER BANKS
| Overnight® ... ... ...... 2772278 2 852 * 7.54 10 3.7 4.2 Fed funds
2 One month and under 2,274,194 239 N 8.21 12 73.8 8.7 Domestic
3 Fixed rate . 1,608,728 314 14 7.93 12 77.1 9.2 Domestic
4 Floating rate .. .. 662,466 152 ] 8.90 14 64.6 1.6 Prite
S Over one month and under a year .. 4,876,162 66 172 9.33 s %.30-9.89 60.4 9.0 Prime
6 Fixedrate .o ... . 1,582,602 48 114 916 30 7.98-9 .85 56.4 1.0 Prime
7T Floating rate ... 3,293,560 80 200 9.42 09 8.77-9.89 62.3 8.1 Prime
8 Demand” ..o 3,147,318 108 * £.93 09 8.30-9.65 85.6 9.0 Prime
9 Fixed rate . 432,777 262 * 8.08 32 7.36 -8.30 95.7 14.9 I‘ed funds
10 Floating rate 2,714,542 99 * 9.06 06 ¥.30-9.92 84.0 8.1 Prime
It Total short term .. ............. ..., 13,066,953 18 88 8.66 16 7.64-9.38 75.8 8.0 Prime
12 Fixed rate (thousands of dollars) .. .. 6,396 381 157 34 8.07 19 7.45-8.13 80.5 79 Fed funds
13 -3 R . 225.064 7 100 11.38 A5 10.38-12.47 9.5 N Prime
14 118,246 32 103 10.52 24 9.65--11.58 16.8 A Prime
15 . . 148,686 70 128 1.7 70 9.39-12.13 20.7 8.5 Prime
16 100499 ... . e . 312,566 181 93 9.62 31 8.26-10.47 4.8 7.7 Prime
17 S00-999 ... . 199,744 667 67 8.16 29 7.64-9.04 52.6 7.5 Prime
18 100 and over 5,392,075 5,126 23 7.69 07 7.42-1.96 89.7 8.4 Fed funds
19 Floating rate (thousands of dollars) . ... 6,670,572 92 170 9.22 .06 8.32-9.8Y 71.4 8.0 Prime
20 2 . L. . 362,209 9 154 10.25 12 9.38-10.92 65.8 1.7 Prime
20002549 187,329 0 143 9.85 12 9.17-10.47 68.0 1.9 Prime
22 S0-99 L 634,363 o7 168 9.61 12 8.8710.20 70.0 21 Prime
2 100 499 ... 1,945 K14 185 172 9.32 4 8.57-9.92 74.6 4.9 Prime
24 SO0 Y99 L . 715,920 633 159 9.13 09 8.30-9.65 759 14.6 Prime
251000 and over ... 2,624,937 2,884 177 8.85 14 8.30-9.65 6.3 1.8 Prime
—
Months
26 Total long term ... .. P 1,732,922 89 47 9.44 14 8.30-9.96 55.8 8.6 Prime
27 Pixed rate (thousands of dollars) .. .. 487,460 56 48 9.61 30 8.06 -10.75 42.0 1.1 Prime
28 199 oo 137,907 17 39 11.23 A8 10.00--11.85 12.9 2.9 Prime
29 100--499 91,369 176 S0 .17 28 9.65-11.02 13.0 1.0 Prime
30500 999 59,217 66Y 49 9.32 14 8.84-9.92 323 4.0 Prime
3 100 and vver L. 198,972 297 54 8.3 .13 7.58-8.75 8.4 2.1 Domestic
32 Ploating rate (thousands o 1,245,456 16 46 9.38 14 8.313.9.92 61.2 %.0 P'ritne
3 1.99 ... .. e 231,557 28 43 .15 19 9.38-11.02 40.3 9 Prime
34 100-499 .. . 432,526 196 Sl 9.43 S 8.83-9.92 46.8 3.8 Prime
35 S00-999 RV . 116,069 678 41 9.08 08 8.30-9.65 75.6 17.0 Prime
36 1000 and vver 465,304 2.969 46 49.03 22 8.30-9.84 81.4 13.0 Prime
Loan rate (percent}
Days Prime ratel!
Effectivet | Nominal!v
L.oANS MADE HiEpow Prime!?
37 Overnight? 2,647,393 6,631 4 7.49 7.22 8.00 91.7 9.0
38 One month and under .. 1,510,534 2,052 [l 7.59 7.33 R.01 87.1 9.6
30 Over one month and unde . 864,011 161 13 7.97 7.72 8.3t 0.4 19.6
40 Demand® o 514,767 98 * 7.57 7.36 8.02 97.3 to.0
41 Fotal short terma ... . oo L 5,536,705 753 24 7.60 7.34 8.08 88.6 10.9
42 Fixedrate .o o000 oo 4,916,002 1,296 17 7.55 7.29 8.01 88.9 1.2
43 Floating rale ... o oo 620,013 175 103 7.96 7.70 8.35 88,7 .4
Months
44 Total leng term . ... ... ... .. 309,351 351 43 7.97 71 8.47 84.1 21.7
45 Fixed rate ... 140,250 777 8 7.66 7.42 8.00 87.1 19.6
40 Ploating rate 169,101 L 241 A8 8.23 7.94 8.85 8.6 234

For notes see end of table.



4.23 Continued

B. Construction and Land Development Loans

Financial Markets A73

}.ouan tate {percent)!?

o Amount Average Weighted Loans Partici-
Characteristic of loans size average made under pation
(thousands {thousands maturity Weighted Standard [nter- commitment loans
of dollars) of dollars) (months)? average ; e(rm;'s quartile (percent) (percent)
effective? range$
ALL BANKS
1 Total..............c it 2,605,961 161 16 9.13 .15 8.42-9.59 .7 20.6
2 Fixed rate (thousands of dollars) 803,407 133 7 8.70 36 8.03-9.59 527 2.5
3 =2 35,897 9 9 11.06 31 10.25-12.13 76.5 K(]
4 25-49 .. 33,910 38 20 10.32 28 10.47-10.52 47.3 8
5 50-99 .. . 69,670 80 27 11.85 .54 10.52-14.53 39.2 ki)
6 100-499 (... ... 27,240 187 21 9.39 39 7.76-10.47 63.7 A
7 SWandover............. .. 636,690 10,274 3 8.10 .36 7.10-8.84 52.6 3.1
8 1,802,554 177 20 9.33 07 9.11-9.65 80.2 28.7
9 54,012 10 9 10.15 14 9.38-10.47 77.6 1.6
84 52,700 34 8 9.71 10 9.23-10.38 73.1 2.4
11 100,369 70 11 9.85 .08 9.24-10.47 63.6 1.6
12 275,807 208 16 9.49 08 9.11-9.92 69.3 12.1
13 1,319,666 3,188 22 9.20 09 8.84-9.38 84.1 36.4
By type of construction
14 Single family ............... ... ... 664,241 62 9 9.24 21 8.06-9.92 84 .8 10.3
1S Multifamily .. .. 85,342 128 16 9.38 By 9.32-9.65 84.3 7.3
16 Nonresidential .................... 1,856,378 387 19 9.08 19 8.78-9.41 66.4 24.9
LLARGF. BANKs!
I Total ... 1,646,333 1,242 18 8.76 12 8.30-9.38 78.5 17.5
2 Fixed rate (thousands of doltars) 617,664 3,745 1 8.04 52 7.10-8.84 52.1 3.2
3 888 11 10 9.77 .29 11.02-9.92 79.1 1.8
4 * * * * * * * *
5 50_99 . * * * * * * * *
6 '0()749() L. * * * * * * * #
7 SO0 and over 611,879 14,754 1 8.03 .63 7.10-8.84 51.9 3.2
8 Floating rate (thousands of dollars) .. 1,028,668 886 26 9.20 Nl 8.84-9.38 94.3 26.0
9 124 oo .. 4,027 11 10 9.67 20 9.38-10.47 80.2 2.6
10 25-49 ., 4,915 36 9 9.54 18 9.38-9.92 71.3 38
11 50-99 .. 10,972 75 H 9.45 16 9.38-9.65 81.1 29
12 100-499 77,098 226 13 9.47 09 9.27-9.92 92.1 9.0
13 500 and over 931,656 5.036 28 9.17 By 8.84-9.38 94.9 27.9
By type of construction
14 Single family ...................... 269,433 782 4 8.46 41 8.06-9.11 95.6 12.4
15 Multifamily ..., . 59,341 251 19 9.42 .16 9.32-9.65 94.6 2.7
16 Nonresidential .................... 1,317,558 1,769 21 8.79 .15 8,42-9.38 74.3 19.2
OTHER BANKs!
Flotalb ... 959,629 65 13 9.77 .18 9.38-10.38 60.0 26.0
2 Fixed rate (thousands of dollars) 185,742 32 23 10.89 37 10.14-11.60 54.5 .0
3 =24 35,008 9 9 11.09 .25 10.25-12.13 76.4 .0
4 25-49 33,286 38 20 10.33 35 10.47-10.52 46.5 .0
S 50-99 69,412 80 27 11.86 70 10.52-14.53 38.9 .0
6 100-499 ... 23,225 185 19 9.45 44 7.76-10.47 62.8 0
7 500 and over * * * * * * * *
] 773,886 86 1yl 9.50 07 9.31-9.92 61.3 32.3
9 49,985 10 9 10.19 18 9.38-10.47 77.4 t.5
47,785 34 8 9.72 09 9.23-10.38 73.3 2.3
89,396 70 12 9.90 .15 9.14-10.47 61.4 i.4
198,709 201 17 9.50 .14 9.11-9.92 60.5 13.3
388,010 1,694 8 9.29 13 9.38-9.41 58.1 56.8
By 1ype of construction
14 Single family .................. ... 394,808 kb 13 9.77 .16 9.38-10.47 77.4 8.9
15 Multifamily . ...... 26,001 60 10 9.30 A 8.77-9.92 608 17.7
16 Nonresidential 538,820 133 t4 9.79 .26 9.38-9.92 47.2 39.0

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, May 4-8, 1987'--Continued

¢, Loans to Farmers'

bet

1987

Characteristic

Size class ot loans (thousands)

$50-9 l' $100 249

At BANKS

1 Amount of loans (thousands of dollarsy, ... ..
2 Numberofoans ... o0
3 Weighted average m.llmll) (monlhs

4 Weighted average interest rate (percent)t,
S Sundard errors. L
6 hnterquartile ranget oo e

By purpose of loan
e

¢
8 Other livestock -
9 Other current operading CXpenses. ... ..
10 Farm machinery and uuupnunt ........
11 Farm real estate ..
12 Other ..

Percentage of amount of loans
13 With Noating rates .
4 ™M

fer livestock. ..o

Made under L(llllllll“l\LHI ....................

By purpose of loan
IS Peeder livestock. .o e
16 Other livestock. ...
{7 Other current operating

18 Farm machinery and u[mpnu Bl

19 Farmoreal estate. ..o

00 Other oo B

LARGE BANKS!

1 Amount of loans (thousands of dollars). ... ..
2 Numberof foans ..o
U Weighted average maturity (months)t oo

4 Weighted average mterest rate \puum) .......

5 Standard error®
6 Inlu([ll(utllgmnu

By purpose of loan

8 Other hivestock. ... R
9 Other current operating
10 Farm machinery and u|\||pmml
11 Farm real estate .
12 Other ...

Pervcentage of amoinl of loanys

By purpose of loun
15 Feeder livestock. ...
16 Other livestock.
17 Other current ope
18 Jarm machinery and cqmpmun
19 Farm real estate P
200 Other .. ..

OrHLR BANKSH

1 Amount of loans (thousands of dollars). .
2 Number of loans ...
b Weighted average maturity (months)t oo

4 Weightud average interest rate (pereent)t. ..o
S Standard ervort. oo oo
6 Interquartile range® oo

By purpose of loan
7 leeder livestock. ..o
8 Other livestock.
9 Other current ()I)LI:I““L u«punu
1 Farm machinery and Ll[lIlPIIlLlll ............
i Farm real estate ... P
120 Other oo P

Feeder livestock. ..o e

IWith floating rales ... oo o
+ Made under commitment .. PR

All sizes $1-9 $10 24 82549
..... 993,589 124,782 154,320 147,788 132,058 124,444
81,023 33,606 10,685 4,187 2,083 954
2.8 8.2 8.7 13.1 191 10.6
10.61 11.39 [ARE] 11.07 10.51 10.62
61 .34 34 AS A2 56
984 (183 10731221 1,50 120011 10381198 9.89 1135 9.46- 12.00
10,72 11.23 1/ 116 11,00 10.43
.... 9.59 10.79 11.92 10.27 * i
10,94 [1.46 11.2§ 11.21 10,38 11.03
10.93 [1.84 1078 11,23 ¥ *
11.02 9.95 10.89 * # *
10.00 11.67 10.21 10,49 9.93 9,20
............... S6.0 49.6 44,7 64.5 56.0 84.3
7 44.1 429 42.1 33.6 61.1
207 13.2 13.4 251 27.0 23
. 6.8 3.9 4.2 4.5 # +
PURSCS . oo 458 126 716 452 42,7 56.8
3.9 4.2 b6 8.4 . i
2.5 2.2 2.8 * - ¥
L6 4.0 4.3 14.6 9.9 12.8
254,080 1.227 1,850 15,256 23,248 41,874
1,908 1.843 92 461 148 279
8.2 7.4 7.5 6.7 6.0 9.6
9. 10.27 993 9.91 9% 9.58
58 30 28 39 32 39
8.78-9.92 9.7 1078 9311051 9.3%--10.47 4,29-10.38 9.00 10,15
Y.4Y 10.09 9.71 9,770 9.69 9.76
8.04 10.56 ¥ ¥ ¢ i
9.6% 10.26 9.97 9.98 9.82 Y83
10,12 10,96 v ¥ ' g
Y77 10.50 : + k -
..... v.28 10.10 9.3 Y91 983 9.43
Ys.0 7.5 90.2 93.6 90.2 1060.0
79.5 1.8 738 822 853 ®1.7
T3 4.7 155 269 26.8 399
12.9 4.0 # ¢ = &
297 57.4 §7.5 38.S 354 2.2
X} 5.7 . # : ¢
7 3.5 K * i >
28.4 14.6 18.0 26.1 28.2 4.9
739,508 117.5558 142,470 132,531 108,810 82,570
........................ 48,008 31.763 9,893 3,726 1,708 674
287 8.2 8.8 13.7 20.8 10.9
11,04 .46 11.29 120 .67 1114
18 6 19 21 2 a0
H3L0212.00 10.77-142.28 10.52 1213 10,50 11.95 10.01- FE78 160,38 12.08
11.35 1131 11,53 11.3s * ’
10.57 10.81 10.95 * * i
L1 18 11.82 It.34 1133 1044 11.33
Ce £(1,98 11,92 10.76 . * ¥
.13 9,89 : d * g
10.41 1240 10,44 10.62 ’ +

$250
and aver

310,197
538
52.5
Y84

61
9.31 10.02

10.)3
9.19
9.72

9,98

48.7
70.9

154,625
203

R.S

9.3

A4
8.51-9.50
4.3

.58
9.03

DA
78.6

For notes see end of table.



4,23 Continued
C. Loans to Farmers“—Continued

Financial Markets A7S

Size class of loans (thousands)
Characteristic 5
. . . 250
ze8 s ) 4 -9 249
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
Percentage of amount of louns
13 With floating rates . ... oo oo 42.6 47.2 40.9 61.1 48.6 76.4 *
14 Made under commitment .. ... P, 435 42.4 40.3 Ry} 2.6 RIX *
By purpose of loun

15 Feeder livestock, ................. .o 18.4 13.1 13.2 4.9 * * *
16 Other livestock. ... oo 4.3 39 4.3 * * * *
17 Other current operaling expense 514 735 .8 45.9 44.3 71.4 *
18 Farm machinery and equipment 4.9 4.1 3.7 * * * b
19 Farmrealestate.............. 3l 2.1 * * * * *
20 Other 17.9 33 32 13.3 * * *

*I'qu than 10 sample loans.
The swrvey of terms of bank lending to business collects data on grass loan
cxlcnsums made during the first full business week in the mid-month of each
quarter by a sample of 340 commercial banks of all sizes, A subsample of 250
banks also report loans to farmers. The sample data are blown up to estimate the
tending terms at all insured commercial banks during that week. The estimated
terms of bank lending are not intended for use in collecting the terms of loans
extended over the entire quarter or residing in the portfolios of those banks
Construction and land development loans include both unsecured loans and joans
secured by real estate. Thus, some of the construction and fand development
loans would be reported on the statement of condition as real estate loans and the
remainder as business loans. Mortgage loans, purchased loans, foreign loans, and

loans of less than $1,000 are excluded from the survey.
As of Dec. 31, 1985, assets of most of the large bunks were at least $5.5 hillion
For all insured banks total assets averaged $165 million.
2. Beginning with the August 1986 survey respondent

2. anks provide informa-
tion on the type of base rate used to price each commercial and industrial loan
made during the survey week. This reporting change is reflected in the new
column on the most common base pricing rate in table A and footnote 13 from
table B.

3. Average maturitics are weighted by loan size und exclude demand loans.

4, fiffective (compounded) annuat interest rates are calculated from the stated
rate and other terms of the loan and weighted by loan size.

‘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 «
complete survey of lending at all banks.

6. The interquartile range shows the interest rate range that encompasses the
middle S0 percent of the total dollar amount of loans made.

The most common base rate is that rate used to price the largest dollar
volumc of loans. Base pm.m;, rates include the prime rate (sometimes referred to
as a bank's “basic' or “'reference’ rate); the federal funds rate; domestic money
market rates other than the federal funds rate; foreign money market rates; and
other base rates not included in the foregoing classifications.

8. Overnight loans are toans that matore on the following business day.

9. Demand loans have no stated date of maturity,

0. Nominal (not compounded) annual interest rates are calculated from survey
data on the stated rate and other terms of the loan and weighted by loan size.

The prime rate reported by each bank is weighted by the volume of loans
extended and then averaged.

‘The proportion of loans made at rates below prime may vary substantially
from the proportion of such loans outstanding in banks’ portfolio

13. 73.4 percent of construction and land development loans were priced
relative to the prime rate.

14. Among banks reporting loans to farmers (Cable C), most “‘large banks'
(survey strata § 1o 3) had over $600 miilion in total assets, and most *“other banks'™
(survey strata 4 to 6) had total assets below $600 million.

The survey of terms of bank lending to farmers now includes loans secured by
farm real estate. In addition, the m\eg,unu describing the purpose of farm \odm
have now been expanded to include *“purchase or improve tmm real csm!c Tin
previous surveys, the purpose of such toans was reported as “other.’
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EDpwARD T. MULRENIN, Assistant Staff Director

PorTIA W. THOMPSON, Equal Employment Opportunity
Programs Officer

DIvISION OF PERSONNEL

DavID L. SHANNON, Director
Joun R. WEIS, Assistant Director
CHARLES W. WooD, Assistant Director

OFFICE OF THE CONTROLLER

GEORGE E. LIVINGSTON, Controller

DIVISION OF SUPPORT SERVICES

ROBERT E. FRAZIER, Director
GEORGE M. LopEz, Assistant Director
DaviD L. WILLIAMS, Assistant Director

OFFICE OF THE EXECUTIVE DIRECTOR FOR
INFORMATION RESOURCES MANAGEMENT

ALLEN E. BEUTEL, Executive Director
STEPHEN R. MALPHRUS, Associate Director

DivISION OF HARDWARE AND SOFTWARE
SYSTEMS

BRUCE M. BEARDSLLY, Director
Tuomas C. Jupp, Assistant Director
ErizAaBETH B. RIGGS, Assistant Director
ROBERT J. ZEMEL, Assistant Director

DIVISION OF APPLICATIONS DEVELOPMENT AND
STATISTICAL SERVICES

WiLriaM R. JONES, Director

DAY W. RADEBAUGH, Assistant Divector
RicHARD C. STEVENS, Assistant Director
PATRICIA A, WELCH, Assistant Director

OFFICE OF STAFF DIRECTOR FOR
FEDERAL RESERVE BANK ACTIVITIES

Tueopore E. AL1LISON, Staff Director

DIVISION OF FEDERAL RESERVE
BANK OPERATIONS

CrLYDE H. FARNSWORTH, Jr., Director

Erviort C. MCENTEE, Associate Director

Davip L.. ROBINSON, Associate Director

C. WILLIAM SCHI.EICHER, IR., Associate Divector
CHARLES W. BENNETT, Assistant Director

JACK DENNIS, JR., Assistant Director

EaArL G. HAMILTON, Assistant Director

JouN H. PARRISH, Assistant Director

FLORENCE M. YOUNG, Adviser
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Federal Open Market Committee

FEDERAL OPEN MARKET COMMITTEE

MUEMBERS
ALAN GREENSPAN, Chairman 1. GERALD CORRIGAN, Vice Chairman
WAYNE D, ANGELL . ROBERT HELLER EDWARD W, KELLEY, JR.
EbpwArD G, BOEHNE MANUEL H. JOHNSON MARTHA R, SEGER
Rosert H. BOYKIN St.AS KEFHN GARY H. STERN

ALTERNATE MEMBERS

Rosrrr P. BLAck ROBERT P, FORRESTAL RoserT 1. PARRY
THOMAS M. TIMLEN

STAFL

Donarp 1. KouN, Secretary and Staff Adviser Davip E. LINDSEY, Associate Economist
NORMAND R.V. BERNARD, Assistant Secretary MicHAEL J. PRELL, Associate Fsconomist
RosEMARY R LLONEY, Deputy Assistant Secretary ARTHUR J. ROLNICK, Associate Feonomist
Mictakl BRADEIELD, General Counsel HARVEY ROSENBLUM, Associate Fconomist
James H. OvurMan, Deputy General Counsel KARL A. SCHELD, Associate Kconomist
EDWIN M. TRUMAN, Economist (International) CHARLES J. SIEGMAN, Associate Fconontist
PrreRr Fousek, Associate Economist TroMAS Do SIMPSON, Associate Fceonomist

RicHarRD W. LLANG, Associate Fconomist
PrrERr D, STERNLIGHT, Manager for Domestic Operations, System Open Muarket Account
SAM Y. Cross, Manager for Foreign Operations, System Open Market Account

FeDErAL ADVISORY COUNCILL.

JonN G. MEDLIN JR., President
JurieN L. McCavy, Vice President
Jonn B MceGirnicunpy, DeEWart H. ANKENY, JR., AND . PHILLIPS GIUTNER, Directors

JouN P. I.AWARE, First District CHarres T, FisHer, LI, Seventh District
JOHN FF. McGinricunny, Second District Donarp N. BrRanNDIN, Eighth District
SaMmurl A. McCurirouan, Third District DeWart H. ANKENY, JrR., Ninth District
Jurien [, McCarr, Fourth District F. Punoapes GILTNER, Tenth District

Joun (. MEDLIN, JR., Fifth District GERALD W, I'RONTERHOUSE, Eleventh District
BENNETT A. BROWN, Sixth District Jonn D. ManGeLs, Twelfth District

HERBERT V. PROCHNOW, SECRETARY
WiLLiaM J. KORSVIK, ASSOCIATE SECRETARY
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and Advisory Councils

CONSUMER ADVISORY COUNCIL

EpwarD N. LANGE, Seattle, Washington, Chairman
StevEN W. HamMm, Columbia, South Carolina, Vice Chairman

EpwiN B. BRooks, Jr., Richmond, Virginia JouN M. KoLEsAR, Cleveland, Ohio
JONATHAN A. BRowN, Washington, D.C. ALAN B. LERNER, Dallas, Texas

JupiTH N. BROWN, Edina, Minnesota FReD S. McCHESNEY, Chicago, Illinois
MiIcHAEL S, Cassipy, New York, New York RicHARD L. D. MoRst, Manhattan, Kansas
THERESA FaiTH CuMMInGs, Springfield, 1llinois HeLen E. NELson, Mill Valley, California
Ricnarp B. Dogry, Denver, Colorado SanDra R. PArRKER, Richmond, Virginia
RicHARD H. FiNk, Washington, D.C. JosepH L.. PERKOWsKI, Centerville, Minnesota
NEeIL J. Focarty, Jersey City, New Jersey BrENDA L. SCHNEIDER, Detroit, Michigan
STEPHEN GARDNER, Dallas, Texas JANE SHuLL, Philadelphia, Pennsylvania
KENNETH A. HaLL, Picayune, Mississippi TeD L. SpurLock, Dallas, Texas

ELENA G. HaNngal, Little Rock, Arkansas MEL R. STILLER, Boston, Massachusetts
RoBERT J. Horgs, Boston, Massachusetts CHRISTOPHER J. SUMNER, Salt Lake City, Utah
RaMoN E. Jounson, Salt Lake City, Utah Epwarp J. WiLtiams, Chicago, lllinois
RoOBERT W. Jonnson, West Latayette, Indiana MICHAEL Z0oRoYA, St. Louis, Missouri

THRIFT INSTITUTIONS ADVISORY COUNCIL

MicHAEL R. Wise, Denver, Colorado, President
JaMmie J. JacksoN, Houston, Texas, Vice President

GERALD M. CZARNECKI, Mobile, Alabama DoNaLD F. McCorMick, Livingston, New Jersey
Joun C. Dicus, Topeka, Kansas JANET M. PAavLISKA, Arlington, Massachusetts
BeTTY GREGG, Phoenix, Arizona HERSCHEL ROSENTHAL, Miami, Florida

TuoMAs A. KinsT, Hoffman Estates, Illinois WiLLIAM G. SCHUETT, Milwaukee, Wisconsin

Ray MARTIN, Los Angeles, California Gary L. SirMon, Walla Walla, Washington
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, payment should accompany request and be made to the
Board of Governors of the Federal Reserve System. Payment
from foreign residents should be drawn on a U.S. bank.
Stamps and coupons are not accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984. 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1986-87.

FEDERAL RESERVE Burierin. Monthly. $20.00 per year or

and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 cach. Elsewhere, $24.00 per
year or $2.50 cach,

BANKING AND MONETARY STATISTICS. [914-1941. (Reprint
of Part 1 only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 19411970, 1976.
L, 168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1974-78. 1980. 305 pp. $10.00 per copy.

1981, 1982. 239 pp. $ 6.50 per copy.
1982, 1983. 266 pp. $ 7.50 per copy.
1983. 1984. 264 pp. $11.50 per copy,
1984, 1985. 254 pp. $12.50 per copy.
1985. 1986. 231 pp. $15.00 per copy.

HistoricAal CiiarT Book. Issued annually in Sept. $1.25
each in the United States, its possessions, Canada, and
Mexico; 10 or more to one address, $1.00 cach. Else-
where, $1.50 each.

SELECTED INTEREST AND EXCIHANGE RATES—WEEKLY SE-
riEs OF CHARTS. Weekly. $21.00 per year or $.50 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $19.50 per year
or $.45 cach. Elsewhere, $26.00 per year or $.60 cach,

Tue FEDERAL RESERVE ACT, and other statutory provisions
affecting the Federal Reserve System, as amended
through April 20, 1983, with Supplements covering
amendments through August 1986. 576 pp. $7.00.

REGULATIONS OF THE BoArD 0o GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE Ratre Tabres (Truth in Lending—
Regulation 7Z) Vol. I (Regular Transactions). 1969, 100
pp. Vol. II (Irregular Transactions). 1969, {16 pp. Each
volume $2.25; [0 or more of same volume to one
address, $2.00 cach.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTiLiza1ioN. 1978, 40 pp. $1.7S cach; 10 or more to one
address, $1.50 cach.

THe BANK HOLDING COMPANY MOVEMENT 1O (978 A
CoMPENDIUM. 1978, 289 pp. $2.50 cach: 10 or more to
one address, $2.25 cach.

[NTRODUCTION TO FLow or FUNDS, 1980. 68 pp. $1.50 cach;
10 or more to one address, $1.25 cach.
PuBLIC Poricy aND CAprral ForMaTiON. 1981, 326 pp.
$13.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Looselcaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per
year.
Monetary Policy and Reserve Requirements Handbook.
$75.00 per year.
Securities Credit Transactions Handbook., $75.00 per year.
Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$200.00 per year.
Rates for subscribers outside the United States are as
Sfollows and include additional air mail costs:
Federal Reserve Regulatory Service, $250.00 per year.
Each Handbook, $90.00 per vear.
Tue U.S. ECONOMY IN AN INTERDEPENDENT WORID: A
MULTICOUNTRY MODEL, May 1984, 590 pp. $14.50 cach.
WELCOME TO THE FEDERAL RESERVE.
PROCESSING AN APPLICATION THROUGH TH: 'EDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.
INDUSTRIAL PRODUCTION—IY86 EDIT1ON, December 19806,
440 pp. $9.00 cach.
FINANCIAL FUTURES AND OPTIONS IN THE U.S. HCONOMY.
December 1986. 264 pp. $10.00 cach.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
are available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

Fair Credit Billing

Federal Reserve Glossary

A Guide to Business Credit and the Equal Credit Opportunity
Act

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

It You Use A Credit Card

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees
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PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

Limit of 50 copies

The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent Loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act

Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

STAFF STUDIES: Summaries Only 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 115-125 are out of print.

114, MuLTiBank HoLDING CoMpaNIES: RECENT Evi-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARKETS, by Timothy J. Curry and John T.
Rose. Jan. 1982, 9 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983, S pp. Out of print.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975. by Margaret L.
Greene. August 1984, 16 pp. Out of print.

128. U.S, EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984, 40 pp. Out of print.

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980-OCTOBER 1981, by Margaret
L. Greene. August 1984. 36 pp.

130. EFFECTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-
BLES: A REVIEwW oF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T. Ashby McCown.
January 1984. Out of print.

131. CALCULATIONS OF PROFITABILITY FOR U.S, DOLLAR-
DEUTSCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983, 8 pp.

132, TiME-SERIES STUDIES OF THE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A

133,

134

135.

137.

138.

139.

140,

141.

142.

143.

144,

146.

147.

148.

149.

150.

REVIEW OF THE TECHNIQUES AND LITERATURE, by
Kenneth Rogoff. October 1983. 15 pp.
RELATIONSHIPS AMONG EXCHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983. Our of print.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LLITERATURE, by
Ralph W. Tryon. October 1983, 14 pp. Out of print.
SMALL EMPIRICAL. MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JabaN, by Deborah J. Danker, Richard A.
Haas, Dale W. Henderson, Steven A. Symansky, and
Ralph W. Tryon. April 1985. 27 pp. Out of print.

. THE EFFECTS OF Fiscat Poricy on THE U.S. EconNo-

My, by Darrell Cohen and Peter B. Clark. January
1984. 16 pp. Out of print.

THE IMPLICATIONS FOR BaNK MEerGeER PoLiCYy OF
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL. SUPERMARKETS, by Stephen A.
Rhoades. February 1984. Out of print.

ANTITRUST LAWS, Justict DEPARTMENT GUIDE-
LINES, AND THE L.IMITS OF CONCENTRATION IN [LO-
cal. BANKING MARKETS, by James Burke. June 1984.
14 pp. Out of print.

SOME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas D. Simpson and
Patrick M. Parkinson. August 1984, 20 pp.
GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
1984. 38 pp. Out of print.

A COMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT CosTs, by William Dudley. November 1984,
1S pp. Out of print.

MERGERS AND  ACQUISITIONS BY COMMERCIAL
Banks, 1960-83, by Stephen A. Rhoades. December
1984. 30 pp. Qut of print.

CoMpPLIANCE CosTs AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
SURVEY EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp. Qui of print.

ScALE EcoNnoMIES IN COMPLIANCE COSTS FOR CON-
SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EqQuAlL CREDIT OPPORTUNITY l.Aws, by
Gregory E. Ellichausen and Robert D, Kurtz. May
1985. 10 pp.

S. SERVICE CHARGES AS A SOURCE OF BANK INCOME

aND THEIR IMPAcT OoN ConsumEers, by Glenn B.
Canner and Robert D, Kurtz. August 1985. 31 pp. Out
of print.

THE ROLE OF THE PRIME RATE IN THE PRICING OF
BusiNESs 1.0aNS BY COMMERCIAL BANKS, 1977-84,
by Thomas F. Brady. November 1985, 25 pp.
REVISIONS IN THE MONETARY SeRVICES (Divisia)
INDEXES OF THE MONETARY AGGREGATES, by Helen
T. Farr and Deborah Johnson. December 1985, 42 pp.
THE MACROECONOMIC AND SECTORAL EFFECTS OF
THE ECONOMIC RECOVERY TaX AcCT: SOME SIMUIA-
TioN ReEsuLTS, by Flint Brayton and Peter B. Clark.
December 1985. 17 pp.

THE OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Stephen A. Rhoades. April 1986. 32 pp.
STATISTICAL COST ACCOUNTING MODELS IN BANK-
ING: A REFXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken, May 1986. 13 pp.
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151. RESPONSES TO DEREGULATION: RETALL DEpPOSIT
PRICING FROM 1983 THROUGH 1985, by Patrick I
Mahoney, Alice P. White, Paul F. O"Brien, and Mary
M. Mcl.aughlin. January 1987. 30 pp.

152, DETERMINANTS OF CORPORATE MERGER ACTIVITYT A
Riview oF THE LITERATURE, by Mark J. War-
shawsky. April 1987. 18 pp.

REPRINTS OF BULIETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Limit of 10 copies

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign ixchange Markets: A Summary of

Ten Staft Studies, [1/83.
A FPinancial Perspective on Agriculture. 1/84.
Survey of Consumer Finances, 1983, 9/84,

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, [983: A Second Report.
12/84.

Union Scttiements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in ‘Fransition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Forcign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market.
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income FFamilies. 3/86.

Prices. Profit Margins, and Eixchange Rates, 6/86.

Agricultural Banks under Stress. 7/86.

Foreign lL.ending by Banks: A Guide to International and
U.S. Statistics. 10/86.

Recent Developments in Corporate Finance, 11/86.

U.S. Iaternational Transactions in 1986. 5/87.

Measuring the IForeign-Fxchange Value of the Dollar. 6/87
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Index to Statistical Tables

References are to pages A3-A7S5 although the prefix ““A’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20, 74
Assets and liabilities (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial ir-titutions, 26
Foreign banks, U.S. branches and agencies, 21
Nonfinancial corporations, 36
Automobiles
Consumer installment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (S¢e also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55, 70-73
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 70-72
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20, 70-72
Commercial and industrial loans, 16, 18, 19, 20, 21
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 39
Terms of Lending, 70-75
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49, 73
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40. (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued

Ownership by individuals, partnerships, and

corporations, 22

Turnover, 15
Depository institutions

Reserve requirements, 8

Reserves and related items, 3, 4, §, 12
Deposits (See also specific types)

Banks, by classes, 3, 18-20, 21

Federal Reserve Banks, 4, 10

Turnover, 15
Discount rates at Reserve Banks and at foreign central

banks and foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See 1.oans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4,9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finunce
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 6, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home l.oan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal L.and Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial nstitutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, 57, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 38, 63, 65. 66



GOLD Real estate loans—Continued
Certificate account, 10 Financial institutions, 26
Stock, 4, 54 Terms, yields, and activity, 38
Government National Mortgage Association, 33, 38, 39 Type of holder and property mortgaged, 39
Gross national product, §1 Repurchase agreements, 6, 17, 19, 20, 2i
) Reserve requircments, 8
HOUSING, new and existing units, 49 Reserves
Commercial banks, 18
INCOME, personal and national, 44, 51, 52 Depository institutions, 3, 4, S, 12
Industrial production, 44, 47 Federal Reserve Banks, 10
Installment loans, 40, 41 U.S. reserve assets, 54
Insurance companics, 26, 30, 39 Residential mortgage loans, 38
[nterest rates Retail credit and retail sales, 40, 41, 44

Bonds, 24

Commercial banks, 70-75

Consumer installment credit, 41

Federal Reserve Bunks, 7

Foreign central banks and foreign countries, 67

Money and capital markets, 24

Mortgages, 38

rime rate, 23
International capital transactions of United States, 53-67
[nternational organizations, 57, 58, 60, 63, 64
[nventories, Sl

SAVING
Flow of funds, 42, 43
National income accounts, Sl
Savings and loan associations, 26, 39, 40, 42, (See also
Thrift institutions)
Savings banks, 26, 39, 40
Savings deposits (See Time and savings deposits)
Securtties (See specific types)
Federal and federally sponsored credit agencies, 33
Investment companies, issues and assets, 35 I'O'C".b’flv ““'V”“‘C“(”‘“! 65
Investments (See also specific types) N“W 1,'\57“:5‘ 34
Banks, by classes, 18.19,20, 21, 26 Prices, 23
Commercial banks, 3, 16, [8-20, 39 Special drawing rights, 4, 10, 53, 54
Federal Reserve Banks, 10, 11 ‘s“l‘;“ ““qll"cl"(‘)l 112‘(’)"“"””“‘““
Sancial institutions. 26 3¢ eposits, 19,
Figancial fnstitutions, 26, 39 Holdings of U.S. government securities, 30
aree . d New security issucs, 34
LABOR forcc, 43 Ownership of securities issued by, 19, 20, 26

Life insurance companics (See Insurance companics) O
, he ‘ P Rates on securities, 24

Loans (See also specific types)

Banks, by classes, [8-30 Stock market, selected statistics, 25
Commercial banks, 3, 16, 18-20, 70-75 51"91(3 (5}"1“!{/-\'%) Sccurities)
Federal Reserve Banks, 4, 5,7, 10, 11 New issues, 34

Prices, 25

Financial institutions, 26, 39 . . o
ne ) Student F.oan Marketing Association, 33

Insured or guaranteed by United States, 38, 39

MANUFACTURING TAX receipts, federal, 29
Capacity utilization, 46 Thrift institutions, 3. (See wlso Credit unions and Savings
Production, 46, 48 and loan associations)
Margin requirements, 25 Time and savings deposits, 3, 13, 17, 18, 19, 20, 21
Member banks (See also Depository institutions) Trade, foreign, 54
Federal funds and repurchase agreements, 6 Treasury cash, Treasury currency, 4
Reserve requirements, & Treasury deposits, 4, 10, 28
Mining production, 48 Treasury operating balance, 28
Mobile homes shipped, 49
Monetary and credit aggregates, 3, 12 UNEMPLOYMENT. 45

Money and capital market rates, 24
Money stock measures and components, 3, 13

Mg;:ﬁ‘;%m]&‘z"HR“‘H estate loans) Treasury deposits at Reserve Banks, 4, 10, 28
Mlllllfll s'lviﬁ"s: bunks (See Thrift institutions) U.S. government seeurities

di Savings banks, (. ’ ’ Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30

NATIONAL detense outlays, 29 Forei L e ; .
AR AL : “oreign and international holdings and transactions, 0,
National income, §1 30, 66

U.S. government balances
Comumercial bank holdings, 18, 19, 20

Open market transactions, 9
QOutstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

OPEN market transactions, 9

PERSONAL income, 52
Prices
Consumer and producer, 44, 50
Stock market, 25
Prime rate, 23 VETERANS Administration, 38, 39
Producer prices, 44, 50
Production, 44, 47 s .
TR AR WEEKILY reporting banks, 19-21
) ate ;S " k]
Profits, corporate, Wholesale (producer) prices, 44, 50
REAL estate loans
Banks, by classes, 16, 19, 20, 39 YIELDS (See Interest rates)



ABS

Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

President

Vice President

branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*..................02106 Joseph A. Baute Frank E. Morris - '
George N. Hatsopoulos Robert W. Eisenmenger
NEW YORK* ............. 10045  John R. Opel E. Gerald Corrigan
Virginia A. Dwyer Thomas M. Timlen
Buffalo.................... 14240  Mary Ann Lambertsen John T. Keane
PHILADELPHIA ........ 19105 Nevius M. Curtis Edward G. Boehne
George E. Bartol 111 William H. Stone, Jr.
CLEVELAND*........... 44101 Charles W, Parry vacancy
John R. Miller William H. Hendricks
Cincinnati................ 45201  Owen B. Butler Charles A. Cetino!
Pittsburgh................ 15230  James E. Haas Harold J. Swart!
RICHMOND*............. 23219  Leroy T. Canoles, Jr. Robert P. Black
Robert A. Georgine Jimmie R. Monhollon
Baltimore ................ 21203 Gloria L. Johnson Robert D. McTeer, Jr.!
Charlotte ................. 28230  Wallace J. Jorgenson Albert D. Tinkelenberg'

Culpeper Communications
and Records Center 22701

John G. Stoides!’

ATLANTA................. 30303  Bradley Currey, Jr. Robert P. Forrestal
Larry L. Prince Jack Guynn Delmar Harrison!
Birmingham ............. 35283 A. G. Trammell Fred R. Herr!
Jacksonville ............. 32231  Andrew A. Robinson James D. Hawkins’
Miami....ooooonnanee. 33152 Robert D. Apelgren Patrick K. Barron'
Nashville ................. 37203 C. Warren Neel Donald E. Nelson
New Orleans............ 70161  Caroline K. Theus Henry H. Bourgaux
CHICAGO* ................ 60690  Robert J. Day Silas Keehn
Marcus Alexis Daniel M. Doyle
Detroit..............oeen. 48231  Robert E. Brewer Roby L. Sloan'
ST. LOUIS................. 63166  W.l.. Hadley Griffin Thomas C. Melzer
Robert L. Virgil, Jr. Joseph P. Garbarini
Little Rock .............. 72203  James R. Rodgers John F. Breen
Louisville ................ 40232 Raymond M. Burse James E. Conrad
Memphis ................. 38101  Katherine H. Smythe Paul I. Black, Jr.
MINNEAPOLIS.......... 55480  John B. Davis, Jr. Gary H. Stern
Michael W. Wright Thomas E. Gainor
Helena.................... 59601  Warren H. Ross Robert F. McNellis
KANSAS CITY........... 64198  Irvine O. Hockaday, Jr. Roger Guftey
Robert G. Lueder Henry R. Czerwinski
Denver.................... 80217  James E. Nielson Enis Alldredge, Jr.
Oklahoma City ......... 73125 Patience S. Latting William G. Evans
Omaha................... 68102  Kenneth L. Morrison Robert D. Hamilton
DALLAS ................... 75222 Bobby R. Inman Robert H. Boykin
Hugh G. Robinson William H. Wallace Tony J. Salvaggio!
El Paso......cocovvveennn. 79999  Mary Carmen Saucedo Sammie C. Clay
Houston.................. 77252 Walter M. Mischer, Jr. J. Z. Rowe!
San Antonio............. 78295  Robert F. McDermott Thomas H. Robertson
SAN FRANCISCO ...... 94120  Fred W. Andrew Robert T. Parry
Robert F. Erburu Carl E. Powell
Los Angeles............. 9005t Richard C. Seaver Thomas C. Warren?
Portland .... ...97208  Paul E. Bragdon Angelo S. Carella!
Salt Lake City. ...84125  Don M. Wheeler E. Ronald Liggett!

Seattle ......oooooiinnnn. 98124

John W. Ellis

Gerald R. Kelly!

*Additional offices of these Banks are located at Lewiston, Maine 04240, Windsor Locks, Connecticut 06096, Crantord, New Jersey 07016,
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, lowa 50300; Indianapolis, Indiana 46204; and Milwaukce, Wisconsin 53202.

1. Senior Vice President.
2. Executive Vice President.
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