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MONETARY POLICY REPORT
TO THE CONGRESS

On the whole, events in the economy have
been broadly in line with the projections for
1990 contained in the February monetary
policy report. Inflation has been somewhat
greater on average than most members of
the Federal Open Market Committee and
other Reserve Bank presidents expected in
February; however, this mainly reflected
the influence of transitory factors early in
the year, and price increases recently have
been more moderate. Meanwhile, the econ-
omy has continued to expand, but appar-
ently rather sluggishly overall since the win-
ter.

STAFF STUDIES

‘‘Banking Markets and the Use of Financial
Services by Small and Medium-Sized Bus-
inesses’’ is the first report of findings from
the National Survey of Small Business Fi-
nances. The authors investigate the range of
institutions and distances over which small
and medium-sized firms obtain financial ser-
vices, and they assess the implications of
the results for the definition of financial
service markets, a key issue in the antitrust
analysis of bank mergers and acquisitions.

INDUSTRIAL PRODUCTION AND
CAPACITY UTILIZATION

Industrial production rose 0.4 percent in
June after an advance of 0.6 percent in
May; industrial capacity utilization rose 0.2
percentage point in June to 83.5 percent.

STATEMENTS TO THE CONGRESS

Alan Greenspan, Chairman, Board of Gov-
ernors of the Federal Reserve System, dis-
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cusses reform of the deposit insurance sys-
tem and expanded activities for banking
organizations and says that the potential for
public cost of the deposit insurance obliga-
tion and the erosion of the competitiveness
of our banking system, both domestically
and internationally, must be addressed, be-
fore the Senate Committee on Banking,
Housing, and Urban Affairs, July 12, 1990.

Chairman Greenspan testifies in connection
with the semiannual Monetary Policy Re-
port to the Congress and discusses the
current and prospective economic condi-
tions and the Federal Reserve's objectives
for money and credit growth over the pe-
riod ahead, particularly the ongoing restruc-
turing of credit flows in the U.S. economy
and the prospects for a significant cut in the
federal budget deficit, before the Senate
Committee on Banking, Housing, and Ur-
ban Affairs, July 18, 1990. (Chairman
Greenspan presented identical testimony
before the Subcommittee on Domestic
Monetary Policy of the House Committee
on Banking, Finance and Urban Affairs,
July 24, 1990.)

744 ANNOUNCEMENTS

Approval of capital to total assets (leverage)
guidelines and transitional capital standards
for state member banks and bank holding
companies.

Revised List of OTC Margin Stocks now
available.

Interpretation of Regulation T.

Proposal to amend Regulation Y; proposal
to modify several conditions in the Board’s
orders authorizing limited underwriting and
dealing in securities by bank holding com-
pany subsidiaries; proposed revisions to
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Regulation K (International Banking Oper-
ations).

New publication, Financial Sectors in Open
Economies: Empirical Analysis and Policy
Issues, now available.

Admission of one state bank to membership
in the Federal Reserve System.

RECORD OF POLICY ACTIONS OF THE
FEDERAL OPEN MARKET COMMITTEE

At its meeting on May 15, 1990, the Com-
mittee adopted a directive that called for
maintaining the existing degree of pressure
on reserve positions and that did not in-
clude any presumption about the likely di-
rection of adjustments in policy, if any,
during the intermeeting period. With regard
to the factors that were important in con-
sidering the need for any intermecting
changes in reserve conditions, the Commit-
tee continued to give primary weight to
those bearing on the inflation outlook. Ac-
cordingly, slightly more or slightly less
pressure on reserve positions would be ap-
propriate during the period ahead depend-
ing on progress toward price stability, the
strength of the business expansion, the be-
havior of the monetary aggregates, and de-
velopments in foreign exchange and domes-
tic financial markets. The maintenance of
steady reserve conditions was expected to
be consistent with somewhat slower mone-
tary expansion in the current quarter than
the members had anticipated at the time of
the March meeting, including growth of M2
and M3 at annual rates of about 4 and 3
percent respectively over the three-month
period ending in June. The intermeeting
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Monetary Policy Report to the Congress

Report submitted to the Congress on July 18, 1990,
pursuant to the Full Employment and Balanced
Growth Act of 1978.!

MONETARY POLICY AND THE
ECONOMIC OUTLOOK FOR 1990 AND 1991

The Federal Reserve delivered its initial Humphrey—
Hawkins report of 1990 to the Congress in February,
and the period since then has been an especially
challenging one for monetary policy decisionmak-
ing. The already difficult task of moving a quite fully
employed economy toward price stability without
contractionary mishap has been complicated by a
variety of disturbances to business activity and
financial markets —among them developments that
distorted some of the basic indicators of the Federal
Reserve’s influence on the economic system.

On the whole, events in the economy have been
broadly in line with the projections for 1990
contained in the February monetary policy report.
Inflation has been somewhat greater on average than
most members of the Federal Open Market Commit-
tee (FOMC) and other Reserve Bank presidents
expected in February; however, this mainly reflected
the influence of transitory factors early in the year,
and price increases recently have been more moder-
ate. Meanwhile, the economy has continued to
expand, but apparently rather sluggishly overall
since the winter.

While these aspects of the economic situation
were important elements in the FOMC’s review of
its policy plans earlier this month, the Committee
also gave careful attention to developments in
financial markets. Although market interest rates
had changed little on net since February, slow
growth of the monetary stock and other evidence in
hand pointed to a small but significant tightening of

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

credit supplies. This implied greater effective
restraint on aggregate demand in the months ahead
than was thought desirable, and in the past week the
System shifted to a slightly more accommodative
stance in the provision of reserves to depository
institutions. As a result, the overnight federal funds
rate, which had fluctuated narrowly around 8% per-
cent throughout the first half of the year, has declined
to about 8 percent, and other market rates of interest
also have eased a bit in recent days.

Developments Thus Far in 1990

Inthe early part of 1990, economic activity appeared
to be regaining momentum, a development that
reduced previous concerns about recessionary risks.
At the same time, even discounting weather-related
spurts in food and energy prices and an unusual
bunching of price increases for some other items,
there appeared to be no abatement in underlying
inflationary pressures. Through the first quarter, M2
remained near the top of the annual range set by the
FOMC, and although M3 was near the lower bound
of its range, this weakness appeared consistent with
the anticipated effects of the restructuring of the
thrift industry.

The Federal Reserve maintained a steady pressure
on reserve positions during the first quarter, rather
than extending the sequence of easing steps that
had fostered a drop in the federal funds rate of
1% percentage points between June and December
1989. However, in keeping with the tenor of most of
the economic data released during the quarter, other
interest rates generally moved higher, particularly at
the long end of the yield curve. This shift suggested
that market participants had reevaluated the pros-
pects for moderating inflation and a further easing of
monetary policy. Early in the year, bond yields inthe
United States rose along with rates in Japan and
Western Europe, as developments in Eastern Europe
suggested a further spur to worldwide economic
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activity, carrying the potential for greater inflation
and heightened pressures on a limited international
pool of savings.

In the second quarter, some of the weather-related
increases in food and energy prices that had caused
inflation to pick up earlier in the year were reversed,
and price increases for many other goods and ser-
vices moderated. Inflation trends remained in the
range prevailing over the previous three years,
though price pressures in the industrial sector gave
signs of some easing. The incoming information
pointed to a sluggish pace of economic expansion;
most notably, growth in private sector employment
slackened, consumer spending flattened, and real
estate markets weakened. Moreover, advance indi-
cators in some sectors —particularly durable goods
orders and construction contracts — gave no evidence
of a significant pickup in the second half. With the
economy appearing somewhat less buoyant, over
May and June bond yields in the United States
retraced some of their earlier increases. Long-term
rates in Japan and West Germany also declined, but
by much less, with the result that yields in those
countries have risen appreciably this year refative to
those in the United States.

In foreign exchange markets, the dollar has
depreciated somewhat on balance thus far this year,
under the influence of a diverse set of economic,
financial, and political developments around the
world. The dollar has appreciated slightly in terms
of the yen, while depreciating somewhat in terms of
the German mark and other currencies of the
European Monetary System exchange rate mecha-
nism and somewhat more in terms of the Swiss franc
and pound sterling.

The monetary aggregates flattened out during the
second quarter, and by midyear M2 was in the lower
half of its annual range, and M3 had fallen below the
lower bound of its annual range. The weakness in
the monetary aggregates mainly, though not wholly,
reflected a rechannelling of credit flows away from
depository institutions. Total borrowing by domestic
nonfinancial sectors moderated only a little in the
first half of 1990 from the pace of 1989, and growth
in the aggregate debt of these sectors was in the
middle of the FOMC’s monitoring range. However,
the proportion of lending accounted for by deposito-
ries was down substantially. Much of the decrease
related to the shrinkage of savings and loan associa-
tions: Marginal institutions continued to retrench,

and the Resolution Trust Corporation (RTC) trans-
ferred large volumes of assets to banks and onto its
own books in the course of closing failed thrift
institutions, Meanwhile, concerns about credit
quality and pressures on capital positions led banks
to adopt more cautious lending postures and to hold
down asset growth.

The weakness in lending by depositories was
reflected dramatically in the behavior of M3, this
aggregate, encompassing managed liabilities as well
as M2 deposits, comprises most of the liabilities
used by these institutions to fund credit extensions.
With depository credit damped, not only were
managed liabilities weak, but banks and thrift
institutions did not bid aggressively for retail
funds —thereby contributing to reduced growth of
M2. In addition, increases in expected returns on
stocks and bonds may have restrained expansion of
this aggregate, although some portion of the slow-
down in M2 remains unexplained by changes in
relative yields or income. The weakness in deposi-
tory credit and the monetary aggregates likely has
had, to date, only limited effects on spending: The
bulk of the credit formerly supplied by depositories
has been provided by other lenders, in part through
the securities markets, with little change in the terms
to most borrowers.

Monetary Objectives for 1990 and 1991

In reevaluating its ranges for money and credit for
1990 and in establishing tentative ranges for 1991,
the FOMC had to take account of the redirection of
credit flows away from depository institutions and
the resulting effect on the growth of the financial
aggregates relative to spending and prices. In
February, the Committee expected that the continued
shrinkage of the thrift industry would damp growth
in M3; to take account of this, it lowered the M3
range for 1990 to 2% to 6% percent, 1 percentage
point below the range set tentatively in July 1989,
However, the contraction of thrift assets has been
faster than anticipated, in part because of the step-up
in RTC activity, and bank credit has expanded less
rapidly. As a consequence, through June, M3 grew
at an annual rate of only 1% percent from its
fourth-quarter 1989 base.

Barring a marked slowdown in RTC activity or a
significant strengthening in bank credit, M3 growth
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is likely to remain sluggish over the balance of the
year, As in the first half, the weakness in M3 growth
is expected to be associated with a further substantial
increase in velocity —the ratio of nominal GNP to
money —rather than with substantial restraint on
overall credit supplies. Recognizing this unusual
behavior of M3 velocity, the FOMC voted in early
July to reduce the M3 range for 1990 to 1 to
S percent. At the same time, the Committee reaf-
firmed its range of 5 to 9 percent for total growth in
the debt of domestic nonfinancial sectors. The
Committee seeks to ensure that credit will remain
available in amounts and at terms compatible with
moderate expansion of the economy, and it will
continue to assess the implications of developments
at depositories for credit conditions more generally.

As noted above, the contraction of the thrift
industry and the moderate growth in bank credit also
have affected the growth of M2, as potential inflows
of retail deposits have outpaced the needs of
depository institutions for such funds. The velocity
of this aggregate has risen, unexpectedly, but less
than that of M3: Growth of M2 from its fourth-
quarter base through June was at a 3% percent
annual rate, within its annual range, though in the
lower half. M2 velocity is likely to increase further
over the second half of the year; however, a
substantial slowing of M2 could suggest more
restraint than would be consistent with sustained
upward momentum of the economy, and thus the
Committee reaffirmed the established range for M2
growth for 1990.

In setting tentative ranges for 1991, the Committee
faced more than the usual uncertainty about the
growth of money that would foster its objectives of
sustained expansion and a gradual abatement of
inflation. Developments in credit markets will be
shaped not only by the special factors that have
altered patterns of intermediation thus far this year,
but also by the outcome of the current deliberations
regarding the federal budget. At this point, the
forces that recently have diminished the role of
depository credit seem likely to persist for some
time, and they may foster further upward shifts in
monetary velocities, albeit probably smaller ones
than now appear in train for 1990. To be sure,
though, subsequent events may dictate adjustments
to the ranges next February, when they are reexam-
ined in light of developments over the second half of
this year.

For growth in M2, the Committee tentatively
adopted a range of 2% to 6% percent— Y2 percentage
point below the 1990 range. The adjustment is
consistent with the Committee’s intention to move
over time toward the low trend rates of monetary
expansion that would be consistent with price
stability. At the same time, the range is expected to
allow for sufficient expansion of money to sustain
moderate growth in the economy. There may be
some further upward shift in velocity, but the range
should be wide enough to accommodate considerable
variation in credit market conditions.

The range for growth of M3 was tentatively set at
1 to 5 percent, the same as that now in effect for
1990. Growth of this aggregate is especially sensitive
to the pattern of credit flows. Thus, the continuing
downsizing of the thrift industry is likely to result in
slower growth of M3 than of M2 again next year, as
managed liabilities in the broader aggregate run off.
It also is likely to mean a substantial further increase
in M3 velocity. Given that growth of this aggregate
currently is running along the lower bound of the
new range for 1990, even if the pace of credit flows
at banks and thrift institutions were to pick up
somewhat, M3 growth between 1 and 5 percent
should be consistent with the Committee’s basic
objectives.

For debt, the FOMC adopted a tentative monitor-
ing range of 4% to 8% percent, a half percentage
point below the range for 1990. The Committee
viewed slower growth of debt, more in line with the
expansion of nominal income, as a healthy develop-
ment for the economy. The rapid expansion of debt
over the past decade, relative to the ability to service
it, occasioned many of the difficulties with asset
quality now facing our lending institutions.

Economic Projections for 1990 and 1991

The members of the FOMC and the Reserve Bank
presidents not currently serving as members believe
that the monetary ranges for 1990 and 1991 are
consistent with achievement of sustainable eco-
nomic growth and a reduction of inflation over time.
Most of them expect that the pace of expansion will
be moderate over the remainder of 1990 and through
next year, with the central tendency of their forecasts
of real GNP growth being 1% to 2 percent over the
four quarters of 1990 and 1% to 2% percent over the
course of 1991,
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1. Ranges for growth
for monetary and credit aggregates
Percent change, fourth quarter to fourth quarter

1990 Provisional
Aggregate 1989 Adoptedin | Adopredin f;ﬂg;gsl
February July
M2........ 3t07 3t07 3to7 2% t06%
M3........ 30T 2% to 6% 1to5 lto§
Debt....... 6% to 10% 5t9 509 4% 8%

Demand from abroad is likely to provide support
for continued growth in U.S. production and
employment. At current exchange rates, U.S.
producers appear to be in a position to compete
effectively in most international markets, and eco-
nomic activity is growing relatively rapidly on
average in other major industrial countries. In time,
export demand should be bolstered by the shift
toward more open, market-based economic systems
in Eastern Europe; although the continental Euro-
pean nations may be most immediately affected by
these developments, given the high rates of capacity
utilization in those economies, the United States is
likely to benefit both directly and indirectly from the
increased demand for consumer and capital goods.

In the aggregate, demands from sectors outside of
exports are unlikely to provide much impetus to
manufacturing activity. Defense procurement is
declining in real terms. And there is little prospect of
a substantial resurgence in motor vehicle production:
High levels of auto sales in the past several years
appear to have satisfied demands that were pent up
during the deep economic slump of the early 1980s.
Demand for construction materials and equipment
probably also will remain subdued, because building
activity will be damped by the current overhang of
vacant residential and commercial space. That
overhang, more than any disruption of credit flows,
explains the current weakness in construction, and,
especially in the case of office building, it will take
some time for existing space to be absorbed and to
lay the base for a solid upturn in activity.

In sum, the growth of total output projected for
1990 and 1991 probably will involve rather slow
gains for the goods-producing sectors of the econ-
omy. The service-producing industries are likely to
continue to be the locus of important increases in
output and, especially, employment. Demands for a
wide range of services have remained robust thus far
this year, and demographic trends suggest that such

sectors as medical care and education will continue
to experience appreciable growth.

The overall growth in economic activity forecast
by the Board members and Bank presidents for the
period ahead is expected to be consistent with a
slight easing of pressures on resources and a
diminution of inflation. With respect to the labor
market, the central tendency of the forecasts for the
civilian unemployment rate is 5% to 5% percent in
the fourth quarter of this year and 5% to 6 percent in
the final quarter of 1991; the jobless rate has
fluctuated narrowly at a little below 5% percent
since late 1988. Moderate growth in demands on
industrial capacity should be conducive to an
extension of the recent more favorable trends in
producer prices for intermediate and finished goods,
which were, respectively, virtually unchanged and
up just 3 percent in the past twelve months.

Inflation at the retail level also should be damped
over the remainder of this year by favorable
developments in the energy sector. Despite the very
recent upturn in crude oil prices, gasoline prices are
widely expected to decline in coming months, as the
return of refinery output to normal levels alleviates
the tightness that has characterized the product
market. With inflation for other goods and services
expected to remain below the first-quarter pace, the
central tendency of the policymakers’ forecasts of
the overall consumer price index is for an increase
of between 4% and 5 percent over the four quarters
of 1990 —compared with the 5% percent annual
rate of increase recorded during the first five months
of the year. The lower trajectory of the consumer
price index is projected to be sustained in 1991, with
forecasts for the year centering on the 3% to
4 percent range.

The Administration’s economic projections, pre-
sented in connection with its mid-session update of
the budget, indicate similar expectations about
inflation trends but a more favorable outlook for real
GNP. As a result, the Administration’s projection of
nominal GNP growth is somewhat above the central
tendency of those of the FOMC participants, and
might imply the need for faster monetary growth
than is currently contemplated by the Committee.
These differences must be regarded as small, how-
ever, relative to the degree of uncertainty that
attaches to any prediction of the economy —and, in
patticular, of the short-run relation between growth
in GNP and the money stock. More important, the
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2. Economic projections for 1990 and 1991

POMC membersand
Ttem and year . OtherFRBProsidents -
CRage | cem
1990
Percent change. fourth quarter 1o fourth quarter
Nominal GNP, . i ien, ik e 506k
Real GNP ... vviviy i FCI AT N T s S GyS
Consumerprice‘index .................. (R RPIRIRES | 4’305 o
Average level in the fourth quartet; percent s
Civilian unemploymentrate. ... ... ivoeds o viis S 5%to 6%
1991 G
Percent change, fourth quarter to fourth quarter i
NOMURAL GNP i ver v reereon st eescsns 34T
RERL NP ..o ivorreieivinrsrsims i : Tawy
Consumerprice Index ... o0 0L i i e ¢ B3
Average level in the fourth quarter, percent : Tl L
Civilian nnemployment rate. .. .. . oo i i : ST .

1. CPI for urban wage earners and clerical workers (CPI-W). FOMC
forecasts are for CPI for all urban consumers (CPI-U).

differences do not signal any basic inconsistency
between the goals of the Federal Reserve and the
Administration, for the Federal Reserve would
welcome a more rapid expansion of output that
occurred in the context of solid progress toward
price stability.

THE PERFORMANCE OF THE ECONOMY
DURING THE FIRST HALF OF {990

Activity in many sectors of the economy followed an
erratic course during the first half of the year, in part
because of transitory factors, such as last winter’s
unusual weather. On balance, production expanded
further during the first half of 1990, but evidently no
faster than the reduced pace of 1989. The compara-
tively slow rate of growth largely reflected weaker
spending by domestic businesses and households,
while merchandise exports apparently remained on
a fairly strong growth path. Although job creation in
the private sector of the economy has slowed this
year, the civilian unemployment rate has remained
near 5% percent, the lowest level in nearly twenty
years.

Prices rose sharply early in the year, but the
increases moderated this spring. In the first quarter,
there were large weather-related surges in food and
energy prices and a bunching of increases in prices
of some other goods and services. Given the
character of the spurt, most analysts—and policy-

i i =
2. Percentage of total labor force, including armed forces residing in the
United States.

makers in the Federal Reserve--judged that the
runup in aggregate price indexes overstated under-
lying inflation trends. In the event, some of the
transitory elements of the earlier spurt were reversed
in the spring, and inflation moved down. Despite the
recent slowing, however, the twelve-month change
in the CPI as of May, at 4.4 percent, was about the
same as that recorded for each of the past three
years. In part, the persistence of inflation during a
period of slower economic growth reflects continued
cost pressures from relatively tight labor markets
and weak productivity performance. However, there
have been encouraging signs, particularly at the
earlier stages of processing, that an easing of
resource constraints in the manufacturing sector is
reducing some of the pressures that had boosted
prices from 1987 to early 1989.

The Household Sector

Total personal consumption expenditures were
buffeted this winter by large swings in outlays for
energy items and motor vehicles. Expenditures for
home heating declined sharply in the first quarter as
unseasonably warm temperatures in January and
February followed a December that had been colder
thanusual. This influence was largely offset by a rise
in motor vehicle sales. In late 1989 sales of cars and
light trucks had been depressed by a scaling back of
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incentives and by large price increases for new
model-year vehicles. Around the turn of the year,
enriched incentive programs revived these sales. To
date this year, sales of cars and light trucks have
averaged 14 million units (annual rate)—a pace not
far below the total for 1989 —and seem largely to
reflect replacement demand and growth in the
driving age population.

Abstracting from the swings in outlays on home
heating and motor vehicles, consumption spending
appears to have stagnated this spring after posting a
moderate gain in the first quarter of 1990. The recent
sluggishness in spending reflects declines in outlays
for a wide variety of consumer goods, inciuding
furniture and other household durables. In contrast,
spending for services other than energy, especially
medical services, continues to outpace real income
growth.

Growth of consumption has slowed this year
against a backdrop of somewhat smaller gains in real
disposable personal income. But consumption has
slowed even more than income, and the personal
saving rate rose above 6 percent in the spring.
Consumers may be spending more cautiously as
they reassess their income and wealth prospects in
light of the slower growth of the economy and a
softening of residential property values in many
parts of the country. These factors probably have
been particularly important in the Northeast, where
consumer sentiment has deteriorated markedly.
However, other indicators, such as delinquency
rates on consumer loans, do not reveal broad
pressure on household finances. Nor are there signs
that credit availability has been reduced: Federal
Reserve surveys of bank lending officers suggest no
change in the willingness to lend to consumers.

Residential investment spending also was affected
by unusual weather patterns this winter. Housing
starts were strong in the first two months of the year,
as mild temperatures allowed builders to catch up on
work delayed by cold weather in late 1989 and to
begin projects that normally would have been started
later in the year. Then starts slumped this spring, in
part reflecting a “payback” for the winter activity.
Averaging over this period, residential construction
appears to have weakened; in the first five months of
the year, housing starts totaled 1.36 million units
(annual rate), somewhat below the pace of activity in
1989. By region, housing markets have been very
weak in the Northeast, while homebuilding has been

better maintained, albeit at moderate levels, in the
North Central and Western regions of the country,

Both demand and supply factors have contributed
to the recent weakness in housing construction.
Sales of new and existing homes generally have been
moving lower for more than a year; in part, demand
may have been restrained by slower growth in
income and reduced investment motivation for home
purchase because of softening house prices. Demand
also may have been tempered this spring by some
edging up in mortgage rates. Since early May,
however, mortgage rates have moved down about
Y4 percentage point, and there is no evidence that
access to home loans has been curtailed.

On the supply side, building is being deterred in
some parts of the country by an overhang of unsold
or unrented housing units. In addition, it appears
that a reduction in credit availability for construction
may be playing some role in damping building
activity. To a degree, this less favorable credit
climate is attributable to the cutback in financing
supplied by thrift institutions owing to the closure of
savings and loans as well as the more stringent
capital requirements and lending limits mandated by
the Financial Institutions Reform, Recovery, and
Enforcement Act. At the same time, other institu-
tions do not appear to be filling the void completely.
In part, the shift in credit availability reflects the
elimination of the imprudently aggressive lending
that capsized so many thrift institutions. A number
of commercial banks also have recently experienced
reductions in their lending capacity as they have
written off, or reserved against, bad loans. But, in
addition, the number of sound lending opportunities
undoubtedly has shrunk as a consequence of eco-
nomic weakness and soft property values in specific
locales.

The Business Sector

The financial position of the business sector deterio-
rated further during the early part of 1990. Before-
tax profits from current operations of nonfinancial
corporations edged down in the first quarter after
falling nearly 18 percent over the four quarters of
1989. Profits have been squeezed by a combination
of marked increases in wages and benefits during a
period of weak growth in productivity, competitive
pressures from both home and abroad that have
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prevented firms from completely passing increases
in labor costs through to prices, and higher debt-
servicing costs associated in part with increased
leverage.

Shrinking profits, which have reduced the avail-
ability of internal funds, along with the slower
growth of final sales and easing of capacity pressures
over the past year, have muted the demand for new
plantand equipment. Reflecting these developments,
real business fixed investment has decelerated
considerably since the first half of 1989.

Although total real spending on producers’ durable
equipment rose at an annual rate of about 7 percent in
the first quarter, spending was boosted by a rebound
in outlays for motor vehicies and a resurgence in
aircraft shipments after the settlement of the strike
last November at Boeing. Excluding these transitory
swings, real equipment spending slowed further in
the first quarter, and shipments of most types of
capital goods—especially industrial machinery —
remained soft in April and May. One bright spot in
the equipment picture, however, hasbeen the growth
in outlays for computers and other information-
processing equipment, after some slowing during
the second half of 1989.

Nonresidential construction was boosted by
favorable weather early in the year, but most of the
gain has since been reversed. The weakness is most
evident in office and commercial real estate, for
which vacancy rates are high, and data on contracts
and permits suggest that the outlook for building
remains decidedly negative. In some areas, this
reflects sluggish growth in the regional economies.
However, activity also may be hindered by the shift
in the credit climate, as more speculative projects
that previously might have been financed no longer
qualify. An exception to the weakness in business
construction has been in the industrial sector; lead
times can be quite long for these projects, however,
and much of the continued strength undoubtedly
reflects in large part decisions made when capacity
pressures were mounting in 1988 and early 1989.
Indeed, contracts and permits for new industrial
construction have been trending down for about a
year.

The emergence of uncomfortably high inventories
in some sectors in late 1989 led to corrective actions
in the first part of this year. Most prominently,
manufacturers of motor vehicles cut production
sharply and reinstated widespread sales incentives

to eliminate an overhang of stocks on dealer lots. In
most other sectors, stocks have been trimmed or
have been increased only modestly this year, and
they appear to be in good alignment with sales
trends. Among the possible exceptions are wholesale
distributors of machinery and nonauto retailers,
where some mild overhangs appear to have devel-
oped this spring; these could precipitate further
adjustments, probably affecting both domestic and
foreign producers.

The Government Sector

The federal budget deficit over the first eight months
of the fiscal year was $152 billion, up from $113
billion in the year-earlier period. About $15 billion
of this increase resulted from spending by the
Resolution Trust Corporation, and further RTC
outlays during June imply that the year-to-year
increase in the deficit is likely to widen. Most of the
RTC spending reflects financial transactions in
which existing federal insurance obligations to thrift
depositors are being recognized in the government’s
budget outlay and public debt accounts. The RTC’s
borrowing and spending thus should have little
effect on real economic activity or interest rates.

However, several other budget components have
contributed to the higher deficit. Spending on
Medicare and other health care programs, and some
discretionary spending for the space and other
programs, has surged. During the same period,
revenue growth has lagged as weak corporate profits
have cut into receipts and last year’s surprisingly
large personal income tax collections have not been
sustained. The latter suggests that some of last year’s
receipts reflected special factors, such as the deferral
of tax liabilities in response to the phased reduction
of income tax rates under the Tax Reform Act of
1986, and the capital gains realized during sharp
movements in financial markets.

Federal purchases of goods and services, the part
of expenditures that is included directly in GNP, fell
in real terms over 1988 and 1989, owing mainly to
declines in defense spending. Real defense purchases
continued to move lower in the first quarter of 1990;
however, the downtrend in total purchases was
interrupted by a pickup in nondefense spending,
mainly a transitory surge in space expenditures. In
the second quarter, compensation for temporary
Census workers added to federal purchases.
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Real state and local government purchases in-
creased at an annual rate of 4% percent in the first
quarter, compared with the 3 to 3% percent pace
recorded over the past three years. Revenue growth
generally has not kept up with gains in spending,
however, and an increasing number of state and
local governments face significant budgetary diffi-
culties; indeed, the overall deficit of the sector
(excluding social insurance funds) was about $45
billion (annual rate) in the first quarter of 1990,
almost $11 billion greater than the deficit recorded
in the 1989 calendar year. These difficulties are
compounded by growing spending requirements in
several important areas. An increase in the number
of school-age children has boosted public school
enrollments, the number of medicaid recipients has
increased, and prison populations have risen rapidly.
Meanwhile, legislatures have been reluctant to
increase personal income taxes, and federal grants
and increases in state excise taxes have failed to
prevent the widening of the gap between spending
and revenues.

the External Sector

Movements in the exchange rate have been smaller
than those in 1989, when the dollar appreciated
about 12 percent in terms of the other G-10 cur-
rencies over the first half of the year and then
depreciated by a similar amount between last
summer and this past February. The dollar appreci-
ated approximately 2 percent between February
and March this year but has since declined about
4 percent, partly in response to publication of weaker
data on U.S. economic activity and the associated
washing out of expected increases in interest rates.

While the value of the dollar has not changed
dramatically on a trade-weighted average basis
against the other G-10 currencies this year, there
have been some divergences in bilateral exchange
rates. On balance, the dollar has depreciated
significantly against sterling and the Swiss franc,
and somewhat less against the German mark and
related currencies. In contrast, the dollar has
appreciated against the yen, despite exchange market
intervention by the Bank of Japan and other central
banks to support the value of the yen early in the
year. Against the currencies of our other major
trading partners in the Pacific Basin, the dollar has
depreciated against the Singapore dollar, but appre-

ciated in terms of the South Korean won and the new
Taiwan dollar.

Prices of non-oil imports, which fell at about a
3 percent annual rate between the first and third
quarters of last year, rose at a similar pace between
the third quarter of 1989 and the first quarter of
1990, partly in response to the drop in the dollar
between last summer and the early part of this year.
Prices of imported oil surged around the turn of the
year, moving above $20 per barrel in January, but
since then they have more than retraced this runup.
On the export side, prices rose at an annual rate of
just 1% percent in the first quarter of 1990 after
recording little change, on balance, over 1989 as a
whole. In the first quarter, prices for agricultural
exports fell somewhat, but there was an acceleration
in prices for exported consumer and capital goods
that appears to have been related to some pickup in
prices for these items in domestic markets around
the turn of the year.

Merchandise exports continue to provide an
important impetus to growth in the domestic econ-
omy, although the increases in exports have slowed
somewhat from the very rapid advances recorded in
the latter part of the 1980s. So far this year, exports
have been boosted by strong shipments of aircraft
with the rebound in activity at Boeing, as well as by
notable increases in other classes of machinery,
agricultural products, industrial supplies, and con-
sumer goods. Two factors have contributed to
further large gains in the quantity of U.S. exports:
Many of our major trading partners abroad have
continued to register strong economic growth, and
the average dollar prices of U.S. exports have
declined somewhat relative to average prices abroad.
Movements in nominal exchange rates do not appear
to have contributed significantly to either export
growth or overall U.S. external adjustment in recent
quarters; the effects of the large depreciation of the
dollar through 1987 have waned, and any residual
positive effects probably have been offset by the
average strengthening of the dollar last year. How-
ever, the depreciation of the dollar since last summer
should lend some stimulus to external adjustment in
coming quarters.

Meanwhile, slower import growth has accompa-
nied the slackening pace of activity in the United
States. Total imports were boosted by a surge in oil
imports in the first quarter, but, on balance, non-oil
merchandise imports have edged down this year.
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The slowdown in imports has been pronounced in
automotive products and consumer goods, reflecting
both weaker domestic final demands and the inven-
tory adjustments in these sectors of the U.S.
economy.

Together, the continued growth in exports and the
slowdown in imports narrowed the merchandise
trade balance to $105 billion at an annual rate in the
first quarter of 1990, its lowest rate since early 1985.
The current account deficit was reduced to $92
billion at an annual rate.

Net private capital inflows, and a large statistical
discrepancy, provided the counterpart to the current
accountdeficit in the first quarter of 1990, as they did
for 1989 as a whole. Most of the private capital
inflow in the first quarter came through the banking
sector. Private foreign investors continued to acquire
U.S. corporate bonds in the first quarter; however,
they sold a small amount of U.S. Treasury securities,
and they continued to sell U.S. corporate stocks as
they have since last October. Foreign direct invest-
ment flows into the United States slowed markedly
in the first quarter to a rate well below that recorded
in recent years. Official capital showed a net outflow
in the first quarter, as it did throughout most of 1989,
reflecting the net sale of dollars in exchange market
intervention.

Labor Markets

Job growth was strong early in the year, but has
softened recently. In January and February, in-
creases in nonfarm payroll employment averaged
more than 350,000, fueled by large increases in
service-producing industries as well as by robust
hiring in construction during the warmer than normal
winter weather. Since March, however, job growth
has averaged about 125,000 per month, despite the
net addition of about 300,000 temporary workers to
help carry out the 1990 Census; private payrolls
have increased less than 20,000 per month. Manu-
facturing employment has continued to shrink this
year at about the same rate as in the second half of
1989, and construction payrolls also have declined
since the winter. Meanwhile, job growth in the
service-producing industries has slowed in recent
months. Although hiring gains have continued strong
for health services, growth in jobs in business
services has moderated, and there have been only
small gains in employment at retail establishments.

Growth in the labor force also has been subdued in
recent months. To an extent, this reflects longer-run
demographic trends; but it may also reflect a
tendency for fewer people to seek jobs when the
growth of employment opportunities is perceived to
have slackened. Survey data suggest that individuals
have increasingly viewed jobs as harder to find.

The slower rates of growth in employment and the
labor force have been roughly matching, and the
civilian unemployment rate has remained near
5% percent throughout the year. While unemploy-
ment rates have risen noticeably in the Northeast and
moved up in some Midwestern states, jobless rates
in other regions of the country either have changed
little or have edged down.

With labor markets remaining relatively tight by
historical standards, pressures on labor costs have
not abated. Although the rate of increase in straight-
time wages has changed little over the past year and
a half, benefit costs, which currently constitute
roughly one-fourth of compensation, have picked up
markedly. In part, this increase reflected the higher
social security taxes that went into effect in January,
but benefits also have been boosted by the continued
rise of health insurance costs and an acceleration of
lump-sum payments and bonuses. All told, employee
compensation in private nonfarm industry rose
5% percent over the twelve months ended in March,
a bit above the pace recorded in the year ended last
December.

In addition to gains in hourly compensation, unit
labor costs have been boosted by a poor performance
in labor productivity, as output per hour in the
nonfarm business sector rose just % percent between
the first quarter of 1989 and the first quarter of 1990.
While productivity has remained strong in the
manufacturing sector, rising almost 5 percent at an
annual rate in the first quarter, productivity perfor-
mance outside of manufacturing has been quite
weak. As a consequence, unit labor costs in the first
quarter of 1990 were 5 percent above their level a
year earlier, about the same increase as recorded
over 1989 as a whole, but well above the rates that
prevailed earlier in the expansion.

Price Developments

After surging in the first quarter of 1990, price
increases moderated this spring. Food and energy
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prices were boosted early in the year by weather-
related developments, and prices for a wide range of
other goods and services also picked up sharply.
However, by May, the transitory effects of the
weather on inflation largely had been reversed, and
price increases for many other items slowed
significantly.

Energy prices surged this past winter, as a result
of demand pressures from the unseasonably cold
weather in December and supply disruptions at U.S.
refineries and in Eastern Europe. The posted price
of West Texas Intermediate (WTI) oil, the bench-
mark for U.S. crude prices, rose about $3 per barrel
to a peak of $22 in January. Since early February, on
balance, the posted price for WTI has moved down
substantially, in large part reflecting the effects on
crude markets of increased output by OPEC nations.
Movements in energy prices at the consumer level
normally follow developments in crude oil prices.
Gasoline prices, however, remain higher than in
December. In part, pump prices have been boosted
by the additional costs to refiners of complying with
environmental standards. In addition, inventories of
gasoline were relatively low during the first half of
the year as a result of a variety of supply disruptions
at refineries.

Overall, consumer food prices were boosted by
sharp increases in prices for fresh fruits and
vegetables after the freeze in December, but during
the spring these prices retraced most of their earlier
climb. The prices for other foods for home consump-
tion have continued on an upward course. In
addition, the prices of foods and beverages pur-
chased at restaurants have risen at a 6 percent annuai
rate so far this year, about 14 percentage points
above the average rate of increase over the past two
years; these prices probably have reflected a dwin-
dling supply of entry-level workers and related
increases inlabor costs, and perhaps in some regions
by the higher federal minimum wage.

The CPI excluding food and energy rose about
4% percent over the twelve months ending in May,
near the upper end of the range experienced during
the current expansion. Price increases for consumer
goods, particularly apparel, rose sharply early in the
year. However, the burst in prices did not carry
through to the second quarter, as prices for commod-
ities excluding food and energy changed little in
April and May.

In the service sector, inflation rose markedly in

the first quarter, in part reflecting some bunching of
increases for items whose prices tend to change in
irregular jumps, such as public transportation fares
and auto registration fees. Although inflation in
service prices moderated in the spring, there was
little retracing of the earlier increases; indeed, in
May, the CPI for nonenergy services was 5% per-
cent above its level twelve months earlier, the upper
end of the range of increases seen over the past three
and a half years. As in 1989, increases in prices of
rents and medical services contributed importantly
to the rise in overall service prices so far this year.
However, there also have been widespread pickups
in prices for a variety of labor-intensive services,
and it is likely that, in addition to strong consumer
demands, higher labor costs have boosted service
prices.

The signs of moderating inflation for goods at
earlier stages of processing, which had surfaced as
capacity utilization rates moved down during 1989,
appear to have continued into 1990. After rising
4% percent in 1989, the producer price index for
finished goods excluding food and energy has
increased at an annual rate of about 3% percent
during the first six months of 1990. Producer prices
for intermediate materials excluding food and
energy increased at an annual rate of just % percent
between December and June, roughly the same rate
of increase as recorded over 1989 as a whole. The
moderation of inflation for goods at the producer
level is perhaps one indication that earlier moves
toward monetary restraint and the slower pace of
economic activity have worked to ease the resource
constraints that had pushed up materials prices
between 1987 and early 1989.

MONETARY AND FINANCIAL DEVELOPMENTS
DURING THE FIRST HALF OF 1990

Shifts in financial intermediation and credit flows,
stemming from the continued restructuring of the
thrift industry and a more cautious attitude of banks
toward certain credit extensions, exerted a major
influence on the monetary aggregates and their
relation to economic activity during the first half of
1990. In anticipation of further contraction in the
thrift industry, and its associated effects on deposi-
tory intermediation, the Committee reduced the
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annual growth range for M3 by a full percentage
point in February. In the event, M3 has slowed even
more dramatically than had been anticipated, leaving
this aggregate below the lower bound of its reduced
range. Not only has the thrift industry contracted
more rapidly than expected, but commercial banks
have picked up little of the lending forgone by thrift
institutions and, in fact, have curtailed their own
lending in some sectors, thus further depressing
depository credit. With little need to fund asset
growth, banks and thrift institutions have pursued
retail deposits less aggressively, leading to the
opening of a sizable gap between yields available in
the open market and those on such deposits. Partly
as a result, M2 also has slowed, moving down into
the lower portion of its annual growth range.

The deceleration of the monetary aggregates
mainly reflects a reduction in the share of credit
provided by depositories, rather than a sharp slowing
of income or total credit flows. The velocities of both
M2 and M3 posted sizable increases, particularly in
the second quarter. Total debt of domestic nonfinan-
cial sectors grew at an annual rate of 7 percent over
the first half of the year —down only slightly from its
pace in the latter half of 1989 and in the middle of its
monitoring range. However, growth of total debt
was boosted by federal government borrowing to
support thrift resolutions; the debt of nonfederal
sectors grew somewhat less rapidly than it did last
year. Uncertainty about the effects of the restructur-
ing of credit flows, and about the reasons for the
extent of the slowdown in money growth, underlined
the need for the FOMC to assess the behavior of the
aggregates in light of information on spending and
prices and the likely course of monetary velocities.

The somewhat more cautious lending posture that
commercial banks have recently adopted is mainly a
response to heightened credit risks caused by the
more moderate pace of economic expansion overall
and adownturn in several sectors. The resulting loan
write-offs and pressures on capital positions may
also have induced some tightening of standards.
Growing markets for securitized loans largely have
filled the vacuum created by the retrenchment of
thrift institutions in the area of mortgage lending,
with little attendant effect on the cost or availability
of residential mortgage credit to households. Both
banks and thrift institutions have cut back on other
types of lending that can less easily be rechannelled,
however, including construction and nonresidential

real estate loans, loans to highly leveraged bor-
rowers, and loans to small and medium-sized
businesses. To offset tighter credit market condi-
tions, which could exert undue restraint on aggregate
demand, the Federal Reserve has recently adopted a
slightly more accommodative stance with regard to
reserve provision, fostering a small decline in market
interest rates.

The Implementation of Monetary Policy

The FOMC maintained a steady degree of pressure
in reserve markets during the first six months of the
year. Policy had been eased in the second half of
1989 amid concerns that the economic slowdown
might cumulate and thereby threaten the expansion.
In the first half of 1990, however, the Committee
viewed the balance of evidence as suggesting that
underlying trends were generally consistent with its
objectives of sustaining economic growth while
containing and eventually reducing inflationary
pressures.

In the opening months of the year, incoming
information on spending and prices caused markets
to reevaluate the prospects for a near-term reduction
of inflationary pressures and further easing of
monetary policy. As a result, market interest rates
rose, despite a steady federal funds rate. The rise
was most pronounced at the longer end of the
maturity spectrum, and it restored the usual upward
tilt to the yield curve that had been absent much of
last year. Developments in Eastern Europe, which
portended increases in demands on the world’s
limited pool of savings, also contributed to increases
in long-term rates in the United States and abroad.
By late April, market participants expected a near-
term tightening of U.S. monetary policy.

In early May, the pendulum of market opinion
began to swing away from the view that a tightening
of U.S. monetary policy was in the offing. Beginning
with a lackluster employment report on May 4,
economic data have pointed to a somewhat slower
pace of activity and reduced price pressures. In
addition, a pronounced slowdown in the monetary
aggregates began in April, followed by outright
declines in May. Although both M2 and M3
recovered a little in June, they remained below the
midpoint and the lower bound respectively of their
annual ranges at midyear. Evidence also suggested
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that restricted credit availability, in part the result of
tightened credit standards, may have spread beyond
commercial real estate, construction, and merger-
related lending. In response to this firming of credit
conditions, the Federal Reserve began providing
reserves slightly more generously through open
market operations in mid-July.

Market interest rates, which already had receded
somewhat from their early spring highs, declined
further with the Federal Reserve’s recent easing,
though intermediate and long-term rates remained
above the levels seen last December. Lower interest
rates also bolstered the stock market, and some
share price indexes reached record highs this month.

Spreads between high-quality private instruments
and Treasury issues narrowed slightly over the first
half of 1989. This narrowing reflected the continued
availability of funds for investment-grade borrowing
as well as increases in the borrowing needs of the
RTC, which are met partly through the Treasury.
The pickup in Treasury borrowing for the RTC was
necessitated by the faster pace of thrift resolutions,
which require the government to carry thrift assets
on its own balance sheet pending their disposition.
The market for investment-grade issues continued to
function reasonably well, with stable rate spreads
between quality tiers and generally well-maintained
issuance volumes. On average, however, the busi-
ness sector faced somewhat higher borrowing costs,
largely as the result of numerous downgradings of
debt issues. The collapse of Drexel Burnham
Lambert had a marginal impact on an already
debilitated market for below-investment-grade
issues, widening spreads somewhat more between
yields on such bonds and those on other long-term
securities.

Monetary and Credit Flows

Growth of the monetary aggregates was sluggish
over the first half of 1990, with M2 and M3
expanding at annual rates of only 3% percent and
1'% percent respectively from the fourth quarter of
1989 through June. The weakness in money growth
primarily reflected a redirection of credit extensions
away from depository institutions owing to the
continued downsizing of the thrift industry and a
more cautious lending posture of commercial banks.

The deceleration of M2 growth did not begin until
the second quarter of 1990, when growth slowed to a

2% percent annual rate from the 6 to 7 percent range
seen in the previous three quarters. Retail deposits
(which include NOW accounts as well as savings,
small time deposits, and similar instruments) had
begun to decelerate in the first quarter, slowing to a
pace of less than 4 percent from the 5% percent rate
seen in the fourth quarter of 1989. The effects of this
slowdown on M2 were partially masked, however,
by a surge in currency growth—apparently owing in
part to increased demand from overseas—and a
bulge in some of M2’s wholesale components,
mainly overnight RPs and Eurodollars. By the
second quarter, a steep runoft in retail money market
mutual fund (MMMF) shares and a sharp decline in
demand deposits reinforced weakness in core de-
posits in damping growth in aggregate M2.

Increases in the opportunity costs of holding M2
balances —that is, the rise in other interest rates
relative to those on M2 —retarded growth in this
aggregate during the first half of the year. This was
particularly evident for retail MMMFs. Through
much of 1989, the yield curve was inverted, and
MMMFs, whose portfolios typically average about
30 to 40 days in maturity, had historically large yield
advantages relative to longer-term Treasury bills
and short-dated Treasury notes. Asaresult, MMMFs
expanded briskly. As the yield curve began to flatten
toward year-end, flows into MMMFs ebbed, though
they remained a key element of overall M2 growth.
With the steepening of the yield curve in the early
part of 1990, MMMF growth stopped in March.
The recent rally in the stock market also may have
depressed MMMFs, as data through May indicate
strong inflows to equity mutual funds, a substantial
portion of which may have been transferred from
MMMFs.

When yield curves have become more steeply
upward sloping in the past, the effect on M2 of
weakness in MMMFs and other liquid balances
often has been partially offset by strength in retail
time deposits, as households lengthen the maturity
of their assets. This year, however, retail certificate
of deposit (CD) rates were unusually slow to respond
to the rise in market rates through April, contributing
to unexpected weakness in M2, The reluctance of
banks to raise deposit rates in response to rising
market rates was particularly evident in the
intermediate-term area where, for example, the rise
of 100 basis points in the yield on the three-year
Treasury note during the first four months of the
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3. Growth of money and debt

Percent change

. Debt of domestic
Period F Mt M2 M3 nonfinancial sectors
Fourth quarter to fourth quarter

10 0 R 7.4 8.9 9.5 9.5
1981 . 5.4 2.5)! 9.3 123 102
1982 L e e e 8.8 9.1 9.9 9.1
1983 L. i e 10.4 12,2 9.8 11.2
1984 .o i e e 5.4 7.9 10.6 14.2
BB L e 12.0 8.9 7.8 131
TOBO vt i e 15.5 9.3 9.1 13.2
. 6.3 4.3 5.8 9.9
4.3 5.2 6.3 9.1
.6 4.5 33 8.1
4.8 6.0 2.7 6.9

3.6 2.3 4 1.0
4.2 4.2 1.6 7.0

1. Figure in parentheses is adjusted for shifts to NOW accounts in 1981.
e Estimated.

year elicited an increase of less than 20 basis points
in rates on bank retail CDs of comparable maturity.
Evidence of the rising opportunity cost of holding
M2 can be seen in the unusually heavy volume of
noncompetitive tenders in Treasury bill and note
auctions, which suggest a shift out of M2 balances.

The unwillingness of banks to price their deposits
as aggressively as in the past is partly an indirect
result of the contraction of the thrift industry. During
the first six months of 1990, commercial banks
enjoyed $62 billion in retail deposit inflows —about a
10 percent increase at an annual rate —while thrift
institutions were shedding $28 billion in retail
deposits—about a 5 percent annual rate of contrac-
tion. Much of this deflection of deposits toward
commercial banks was the direct result of RTC
resolutions. In the first half of the year, the RTC
resolved 170 thrift institutions holding $32 billion of
nonbrokered retail deposits, much of which was
immediately assumed by commercial banks.

Although deposit transfers do not directly depress
M2, they may have contributed to the weakness in
this aggregate by reducing banks’ need to raise their
offering rates to attract additional deposits at a time
when growth in bank credit was slow. Through the
first half of 1990, commercial banks were able to
fund nearly 80 percent of their total credit growth
with retail deposits—almost double the proportion
seen in recent years—even though they allowed
spreads between market rates and their retail offering
rates to widen substantially.

Widening opportunity costs of holding M2 can
explain only some of the moderation in this aggregate
in the first half of 1990, however. M2 may also have
been responding to slower spending, and other
factors, some of which may have been associated
with deposit restructuring under the RTC. Brokered
deposits formerly attracted to thrift institutions by
relatively high yields may have been particularly
sensitive to the recent sluggishness in deposit
pricing; about $7 billion of brokered deposits were
held at thrift institutions that were resolved in the
first six months of the year, and many of these
high-rate contracts were subsequently abrogated or
not rolled over by the acquiring institutions. Evi-
dence also suggests that, in light of large deposit
inflows from thrift institutions, banks have curtailed
marketing and promotional activity designed to
attract retail deposits. Finally, the issuance of short-
term Treasury paper to fund RTC holdings of former
thrift assets has boosted the supply of, and raised the
rates on, a close M2 substitute just when depositories
were becoming less aggressive in seeking retail
deposits. The rise in opportunity costs and these
other factors contributed to an increase in the velocity
of M2 in the first half of 1990, though some of this
increase remains difficult to explain.

The link between changes in depository interme-
diation and M3 is somewhat more direct. This
aggregate encompasses managed liabilities, as well
as deposits and other sources of funds in M2, and is
thus a better barometer of the overall funding needs
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of banks and thrift institutions. As has been evident
since last summer, the contraction of the thrift
industry and the failure of banks fully to pick up the
slack have already resulted in a significant slowdown
in growth of depository credit relative to that of
aggregate nonfinancial sector debt and a concomitant
increase in M3 velocity. This trend continued into
the first half of 1990, as growth in depository credit
all but ceased — though overall debt growth continued
at a moderate pace—and M3 fell well below the
lower bound of its annual growth cone.

Although the FOMC foresaw some significant
damping effects on M3 growth in 1990 in association
with the continued shrinkage of the thrift industry,
the actual weakness in M3 so far this year has been
more pronounced than anticipated. In setting out its
expectations for M3 in 1990, the Committee recog-
nized that considerable uncertainties surrounded the
thrift industry contraction in terms of the pace of
RTC resolutions, the extent of asset shrinkage at
capital-impaired thrift institutions, and the desire of
commercial banks to step into the breach. To this
point, a faster-than-expected shrinkage of thrift
assets has been manifested not only in weaker M2
deposit inflows, but also in faster runoffs of large
time deposits and other M3 managed liabilities at
thrift institutions. In addition, commercial banks
apparently have filled less of the void left by thrift
institutions than was originally anticipated. As a
result, they too have pared their M3 managed
liabilities, further depressing this aggregate.

Rates on large time deposits, like those on retail
deposits, have remained low relative to yields on
Treasury bills. Facing a substantial deterioration in
the quality of their assets and constraints on capital,
banks apparently have attempted to bolster profit
margins and have not aggressively pursued new
lending opportunities. Not only have deposit rates
been held down, but loan rates also appear to have
been raised slightly relative to market rates and
nonprice terms have tightened for certain types of
credits.

The pullback in credit supplies, together with
some leveling out of demands for credit, likely
contributed to a deceleration of bank asset growth.
Over the second quarter, growth of bank credit
slowed to a 5% percent pace from the near 7 percent
rate of growth seen over the first quarter of 1990 and
the second half of 1989, with much of the decelera-
tion centered in real estate and consumer lending.

Although the slowdown in real estate lending has
been especially pronounced in New England, this
type of lending remains sluggish in several other
regions as well. Some of the deceleration in
consumer lending represents sales of loans by banks
attempting to bolster capital-asset ratios. Even
adjusted for these sales, however, growth of con-
sumer loans at banks slowed further in the second
quarter from an already reduced first-quarter pace.
The weakness in consumer borrowing this year is
due primarily to sluggish retail sales, particularly of
automobiles and other durable goods; banks evi-
dently have remained willing lenders to households,
and interest rates on consumer loans have changed
little.

Bank lending to businesses aiso has been de-
pressed this year. Surveys of commercial bank
lending officers through early May suggest that the
slowdown in bank credit largely reflects diminished
demand for credit and deteriorating conditions in the
real estate market, although tighter lending terms
and more stringent credit standards were frequently
cited for borrowers below investment grade, includ-
ing many small businesses. Banks seem to have
raised lending rates somewhat to small firms, judging
from the slight increase in the spread between rates
on small business loans and on federal funds.
Separate surveys in which small businesses were
queried about general credit availability have pointed
to some recent increases in the difficulty these firms
face in obtaining credit, though on balance they
found credit availability little changed from mid-
1989. The slowdown in bank business lending this
year has mainly reflected reduced merger activity.
Bank retrenchment in this area is consistent with
other private credit judgments, as evidenced by the
major slump in the market for bonds below invest-
ment grade.

The reduced volume of corporate restructurings,
coupled with a diminished household demand for
credit, has slowed the growth of the aggregate debt
of domestic nonfinancial sectors to a 7 percent
annual rate from the fourth quarter of 1989 through
May of this year, compared with the 8 percent
rate seen last year. Debt growth is currently in the
middle of its monitoring range and broadly con-
sistent with growth in nominal GNP. With the
increasing leverage and the attendant dramatic
declines in debt velocity witnessed in the 1980s
apparently ending, the Committee reduced the
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1990 monitoring range for debt by 1'2 percentage
points in February.

Debt growth decelerated in the first half of the
year despite a spike in U.S. government borrowing,
which owed primarily to the growing working capital
needs of the RTC. RTC spending, net of capital
raised off-budget by the Resolution Funding Corpo-
ration, jumped to $31 billion in the second quarter,
up from the $4 billion to $5 billion levels of the
previous two quarters. This spending is financed
through the Treasury and is therefore included in the
debt aggregate.

The pace of household borrowing slowed consid-
erably in the first six months of 1990, reflecting
decelerations in both mortgage and consumer credit.
The recent slowing of home mortgage borrowing
appears to be largely the result of reduced demand,
owing to increases in interest rates earlier in the year
and weakening economic activity in some regions of
the country. Although banks have picked up only
some of the slack for thrift institutions in the area of
mortgage lending, the expanding market for securi-
tized mortgages has facilitated an orderly flow of
mortgage credit. In fact, spreads of mortgage-
backed securities over comparable Treasury issues
remain low by historical standards and rates on
home loans have not risen noticeably relative to
other long-term rates,

Consistent with households’ sluggish spending,
overall consumer installment credit has risen at a
2% percent rate from the fourth quarter of 1989
through May of this year, well below the 5% percent
clip in 1989. Some of this deceleration reflects
substitution of home equity loans for previously
existing consumer indebtedness; households appar-

ently continue to recognize the lower relative after-
tax cost of mortgage debt since the 1986 tax reform,
which phased out the interest deductibility of non-
mortgage household indebtedness. The slowdown
in consumer loans on the books of depositories has
been even more pronounced, reflecting a marked
pickup in securitizations. The trend toward securiti-
zation of consumer loans, which has been evident in
the past few years, appears to have accelerated in
1990, possibly because depositories are making
efforts to reduce assets in order to meet the new
risk-based capital requirements.

Through the first half of the year, the total
borrowing of nonfinancial firms has been maintained
at about the same pace as in the last half of 1989,
despite a sharp drop in equity retirements. Although
business lending by banks has slowed, commercial
paper issuance picked up the slack, particularly in
the first few months of the year. More recently, in
light of declines in bond yields, firms have stepped
up their issuance of bonds and slowed their use of
commercial paper. Despite a recent slight narrowing
of spreads relative to investment-grade securities,
issuance of below-investment-grade bonds has
remained in the doldrums. Spreads between
investment-grade paper and Treasury issues are still
low by historical standards, held down in part by
supply pressures in the Treasury market.

In the municipal market, the increase in market
interest rates and the downgradings of a number of
key issuers during the first half of 1990 combined to
slow refunding issuance to a crawl. As a result, the
total debt of state and local governments expanded at
only an annual rate of 3 percent in the second
quarter, compared with 4% percent in 1989. [
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Staff Studies

The staff members 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 studies that are of general interest are published
in the Staff Studies series and summarized in the
FEDERAL RESERVE BULLETIN,

The analyses and conclusions set forth are those of

STUDY SUMMARY

the authors and do not necessarily indicate concur-
rence by the Board of Governors, by the Federal
Reserve Banks, or by members of their staffs.

Single copies of the full text of each study are
available without charge. The titles available are
shown under ‘Staff Studies” in the list of Federal
Reserve Board publications at the back of each
BULLETIN.

BANKING MARKETS AND THE USE OF FINANCIAL SERVICES

BY SMALL AND MEDIUM-SIZED BUSINESSES

Gregory E. Elliehausen and John D. Wolken — Staff, Board of Governors

Prepared as a staff study in the spring of 1990

The definition of the geographic area and the ser-
vices that constitute a particular market for financial
services has been a longstanding and contentious
issue in the antitrust analysis of proposed bank
mergers and acquisitions. The definition has gener-
ally relied on Supreme Court decisions dating from
the 1960s and early 1970s. Given the deregulation
and financial innovations of recent years, however,
the definition derived from those decisions may be
based on outdated perceptions and data.

As part of a review of its approach to market
definition in antitrust analysis, the Board of Gover-
nors commissioned a survey of businesses to learn
more about the use of financial services. This survey,
sponsored jointly with the Small Business Adminis-
tration, is the National Survey of Small Business
Finances, a nationally representative sample of
3,405 firms that encompasses small (0-49 employ-
ees) and medium-sized (50-499 employees) for-
profit, nonagricultural, nonfinancial enterprises.

The survey sample represents the population of
small and medium-sized firms more accurately and
covers their use of financial services and financial

institutions more thoroughly than any other survey
to date. This paper, the first report of findings from
the business survey, uses the data to investigate the
range of services, institutions, and distances over
which small and medium-sized firms handle their
financial affairs and assesses the implications of the
data for the definition of financial service markets,

The current approach to market definition holds
that the costs of information and transportation
incurred by customers searching for, and wusing,
distant or specialized institutions are large, as are the
information costs incurred by a financial institution
in evaluating a nonlocal business seeking credit;
hence, on this view, financial services in the main
are offered by, and obtained from, local commercial
banks. A contrary argument holds that the degree
to which deregulation and advances in telecom-
munications in recent years have lowered the
costs of information and of travel has been suffi-
cient to widen the range of institutions and dis-
tances over which firms select their financial
services.

The study follows primarily a demand approach
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to market definition, the premise of which is that
current consumption patterns generally delineate
market boundaries. The study enhances the demand-
side approach by linking consumption data to the
characteristics of the businesses’ local areas, such as
the local depository institution structure. The study
also uses information from the survey on each firm’s
search for financial services and information on
solicitations of small and medium-sized businesses
by financial institutions.

This study’s analysis of the survey data shows that
financial services markets for small and medium-
sized businesses are generally limited to local
commercial banks and, to a somewhat lesser extent,
to local thrift institutions. For specialized financial
services associated with the financing of vehicles
and equipment, the economic markets are wider,
both in geographic extent and in the types of
institutions participating.

Overwhelmingly, the single most important finan-
cial institution for nearly every financial product and
service used by small and medium-sized businesses
isalocal commercial bank. Almost all firms consider
a local commercial bank to be their primary
institution and tend to group their purchase of
financial services there around the checking account;
on average, firms use 2.29 products from their
checking institution but only 1.08 products from
institutions supplying services other than checking.

Local thrift institutions provide traditional bank
services to some firms; the 6.3 percent of firms that
consider a thrift institution to be their primary
financial institution use it for multiple services, the
way others use commercial banks. These findings

support the Board’s current approach of considering
thrift competition as specific circumstances warrant
in antitrust analysis of bank mergers.

Firms rarely consider nondepository institutions
to be their primary financial institution; they tend to
use them for single, often specialized, financial
products such as financial leases and brokerage
services.

The geographic dispersion of financial institutions
is generally smallest for those products associated
with high transaction costs. For example, more than
75 percent of the institutions providing checking
accounts, transaction services, or cash management
services are located within five miles of the firm.
Nonlocal suppliers are relatively more important
sources for brokerage, leases, motor vehicle loans,
and equipment loans. The geographic dispersion of
leasing institutions used by firms is the widest— the
75th percentile of such institutions is located 260
miles from the firm. Even for these products, how-
ever, the majority of firms that use them obtain them
from local suppliers.

Businesses are most often induced to find substi-
tutes in nonlocal areas and thereby to incur greater
transaction costs when local markets are concen-
trated and thus presumably have higher prices than
unconcentrated markets. Otherwise they tend to
obtain financial services locally. The findings
regarding the economic markets for long-term leases
and motor vehicle and equipment loans suggest that
nonbank and nonlocal financial institutions should
be considered when judging the competitive effect of
bank holding company acquisitions of nonbank sub-
sidiaries that offer these specialized services.
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Industrial Production and Capacity Utilization

Released for publication on July 17

Industrial production increased 0.4 percent in
June following an advance of 0.6 percent in May;
in addition, estimates for March and April were
revised down slightly. Capacity utilization,
meanwhile, rose 0.2 percentage point in June to
83.5 percent.

Industrial production indexes
Twelve-month percent change

In June, the output of motor vehicles and parts
rose substantially, and the extremely hot weather
pushed up utility output. Combined, these in-
creases accounted for three-fourths of the June
increase. The total index has grown 1.2 percent
during the past year to 109.8 percent of its 1987
annual average.

In market groups, as in May, the increase in

Twelve-month percent change
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the output of motor vehicles and parts contrib-
uted significantly to last month’s gains in the
indexes for durable consumer goods, business
equipment, and durable goods materials. Produc-
tion of consumer goods other than autos and
trucks posted a small increase in June. The most
notable increases occurred in electricity for res-
idential use, appliances, and gasoline; production
of clothing and food weakened. Output of busi-
ness equipment excluding motor vehicles was up
0.5 percent in June; for the second quarter as a
whole, sizable increases were posted for most
major categories of these items.

Output of construction supplies fell sharply
again last month and was about 2%2 percent
below the February level, which was the series’
most recent high. The production of durable and
nondurable materials rose in June, owing, in
part, to gains in chemicals and metals. Qutput of
energy materials fell sharply as a decline in coal
mining and a reduction in output of crude oil
stemming from Alaskan oil ficld and pipeline

repairs more than offset the increase in electricity
generation.

In industry groups, manufacturing output rose
0.5 percent in June, bringing the factory operat-
ing rate up 0.2 percentage point to 82.9 percent.
In the second quarter, manufacturing output
grew almost 3%2 percent at an annual rate; ex-
cluding motor wvehicles and parts, production
advanced about 1 percent in the second quarter.

Output rose about Y2 of 1 percent in both
durable and nondurable manufacturing industries
in June. The growth in durables resulted, in part,
from the gains in motor vehicles and parts, while
the increase for nondurables stemmed from mod-
erate advances in many industries. More of the
overall increase in manufacturing output came in
primary rather than advanced processing indus-
tries. The operating rate for primary processing
rose 0.3 percentage point in June on the strength
of gains in petroleum, chemicals, paper, primary
metals, and textiles.

Output at mines fell 1.5 percent in June be-

1987 = 100 Percentage change from preceding month Per-
centage
. . change,
Industrial production 1990 1990 June 1989
to June
Mar.’ Apr.” May” June” Mar.” Apr.” May” June? 1590
Total indeX coveevinninnnnennens 108.9 108.7 109.3 109.8 4 -.2 .6 4 1.2
Previous estimates ............ 109.0 109.0 109.7 5 0 .6
Major market groups
Products, total................. 110.7 110.2 1.2 112.0 .9 -4 .9 A 2.0
Consumer goods . 107.5 106.9 107.5 108.2 5 -.5 .5 N 1.8
Business equipment. 122.2 121.4 123.4 124.6 1.8 —.6 1.6 9 2.6
Construction supplies....... 107.3 106.5 106.0 105.5 -.8 -.8 -.5 —-.5 .6
Materials ... 107.1 107.2 107.6 107.8 0 .1 3 2 .2
Major industry groups
Manufacturing................. 109.8 109.3 110.2 110.7 2 -4 8 S 1.3
Durable .... 1119 110.9 112.4 113.0 1.1 -9 1.3 5 1.1
Nondurable 107.2 107.3 107.4 107.8 -1.0 1 1 4 1.6
Mining .......oocviii 101.1 103.3 102.6 101.0 2 22 -7 -1.5 .6
Utilities ..., 106.2 106.2 106.9 109.2 2.2 -.0 7 2.1 2.7
Percent of capacity Capacity
growth,
Capacity utilization . 1989 1990 June 1989
Average, Low, ;{g'ghé to
1967-89 1982 1988~ 1990
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Total industry «...oeeeieiveenns 82.2 71.8 85.0 84.6 83.4 83.0 83.3 83.5 2.6
Manufacturing................. 81.5 70.0 85.1 84.4 82.9 82.3 82.7 82.9 3.1
Advanced processing ....... 81.1 71.4 83.6 83.2 82.0 81.3 81.9 82.0 3.3
Primary processing ......... 82.3 66.8 89.0 87.0 85.2 84.9 84.9 85.2 2.4
Mining ......ooviiiiiin 87.3 80.6 87.2 85.8 87.5 89.6 89.1 87.8 ~1.6
Utilities ..........oovviiiinnnn, 86.8 76.2 92.3 84.8 84.2 84.1 84.6 86.3 9
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cause of reduced output of coal and crude oil, ating rate up 1.7 perccntage points to 86.3
while production at utilities rose 2.1 percent in ~ percent. Even so, it remained well below the
response to the extremely hot weather. The  92.3 percent rate recorded during the cold snap
increase in output at utilities brought its oper-  last December.
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Statements to the Congress

Statement by Alan Greenspan, Chairman, Board
of Governors of the Federal Reserve System,
before the Commitiee on Banking, Housing, and
Urban Affairs, U.S. Senate, July 12, 1990.

I am pleased to appear before this committec to
discuss reform of the deposit insurance system
and expanded activities for banking organiza-
tions. Like each of you, my collcagues and I have
spent considerable time discussing and debating
the issues. We are reminded almost daily of the
potential for public cost of the deposit insurance
obligation, made so painfully apparent by the
failures and difficulties of so many thrift institu-
tions. Similarly, both the Congress and the Board
are reminded repeatedly of the crosion of the
competitiveness of our banking system both do-
mestically and internationally. The time has
come when these issues must be addressed.

The hearings you are conducting, Mr. Chair-
man, will establish a record preliminary to the
publication early next year of the Financial Insti-
tutions Reform, Recovery, and Enforcement Act
of 1989 (FIRREA)-mandated Treasury study of
the issues. The Board is participating in this
study and has conveyed to the Treasury the
views expressed in this statement. By holding
hearings at this early date, | hope that the Con-
gress will be able to focus on the needed legisla-
tion immediately after the release of the Treasury
study. Basic reforms are required both of the
safety net and of the range of activities permitted
banking organizations.

The fundamental problems with deposit insur-
ance that must be addressed are clearly under-
stood and are, I belicve, subject to little debate
among those with drastically different prescrip-
tions for reform. The safety nct—deposit insur-
ance, as well as the discount window—has so
lowered the risks perceived by depositors as to
make them relatively indifferent to the soundness
of the depository recipients of their funds, except
in unusual circumstances. With depositors exer-

cising insufficient discipline through the cost of
deposits, the incentive of some banks’ owners to
control risk-taking has been dulled. Profits asso-
ciated with risk-taking accrue to owners, while
losses in excess of bank capital that would oth-
erwise fall on depositors are absorbed by the
Federal Deposit Insurance Corporation (FDIC).

Weak depositor discipline and this moral haz-
ard of deposit insurance have two important
implications. First, the implicit deposit insurance
subsidy has encouraged banks to enhance their
profitability by increasing their reliance on de-
posits rather than capital to fund their assets. In
effect, the deposit insurance funds have been
increasingly substituted for private capital as the
cushion between the asset portfolios of insured
institutions and their liabilitics to depositors. A
hundred years ago, the average equity-capital-to-
asset ratio of U.S. banks was almost 25 percent,
approximately four times the current level. Much
of the decline over the past century, no doubt,
reflects the growing efficiency of our financial
system. But it is difficult to belicve that many of
the banks operating over recent decades would
have been able to expand their assets so much,
with so little additional investment by their own-
ers, were it not for the depositors’. perception
that, despite the relatively small capital buffer,
their risks were minimal. Regulatory efforts over
the past ten to fifteen years have stabilized and
partially reversed the sharp decline in bank eq-
uity capital-assct ratios. This trend has occurred
despite the sizable write-off of loans and the
substantial build-up in loan-loss reserves in the
past three years or so. But the capital ratios of
many banks are still too low.

Second, government assurances of the liquid-
ity and availability of deposits have enabled
some banks with declining capital ratios to fund a
riskier asset portfolio at a lower cost and on a
much larger scale, with governmental regulations
and supervision, rather than market processes,
the major constraint on risk-taking. As a result,
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more resources have been allocated to finance
risky projects than would have been dictated by
economic efficiency.

In brief, the subsidy implicit in our current
deposit insurance system has stimulated the
growth of banks and thrift institutions. In the
process, the safety net has distorted market
signals to depositors and bankers about the eco-
nomics of the underlying transactions. This dis-
tortion has led depositors to be less cautious in
choosing among institutions and has induced
some owners and their managers to take exces-
sive risk, In turn, the expanded lending to risky
ventures has required increased effort and re-
sources by supervisors and regulators to monitor
and modify behavior.

But in reviewing the list of deficiencies of the
deposit insurance system, we should not lose
sight of the contribution that both deposit insur-
ance and the discount window have made to
macroeconomic stability. The existence and use
of the safety net have shielded the broader finan-
cial system and the real economy from instabili-
ties in banking markets. More specifically, they
have protected the economy from the risk of
deposit runs, especially the risk of such runs
spreading from bank to bank, disrupting credit
and payment flows and the level of trade and
commerce. Confidence in the stability of the
banking and payments system has been the major
reason why the United States has not suffered a
financial panic or systemic bank run in the last
half century.

There are thus important reasons to take care
as we modify our deposit insurance system.
Reform is required. So is caution. The ideal is an
institutional framework that, to the extent possi-
ble, induces banks both to hold more capital and
to be managed as if there were no safety net,
while at the same time shielding unsophisticated
depositors and minimizing disruptions to credit
and payment flows.

If we were starting from scratch, the Board
believes it would be difficult to make the case
that deposit insurance coverage should be as high
as its current $100,000 level. However, whatever
the merits of the 1980 increase in the deposit
insurance level from $40,000 to $100,000, it is
clear that the higher level of depositor protection
has been in place long enough to be fully capital-

ized in the market value of depository institu-
tions. The associated scale and cost of funding
have been incorporated into a wide variety of
bank and thrift decisions, including portfolio
choices, staffing, branch structure, and market-
ing strategy. Consequently, a return to lower
deposit insurance coverage—like any tightening
of the safety net—would reduce insured deposi-
tory market values and involve significant tran-
sition costs. It is one thing initially to offer and
then maintain a smaller degree of insurance cov-
erage and quite another to reimpose on the
existing system a lower level of insurance, with
its associated readjustment and unwinding costs.
This is why the granting of subsidies by the
Congress should be considered so carefully:
They not only distort the allocation of resources
but also are extremely difficult to eliminate,
imposing substantial transition costs on the di-
rect and indirect beneficiaries. For such reasons,
the Board has concluded that, should the Con-
gress decide to lower deposit insurance limits, a
meaningful transition period would be needed.

A decision by the Congress to leave the
$100,000 limit unchanged, however, should not
preclude other reforms that would reduce current
inequities in, and abuses of, the deposit insur-
ance system. Serious study should be devoted to
the cost and effectiveness of policing the
$100,000 limit so that multiple accounts are not
used to obtain more protection for individual
depositors than the Congress intends. The same
study could consider the desirability of limiting
pass-through deposit insurance—under which up
to $100,000 insurance protection is now explicitly
extended to each of the multiple beneficiaries of
some large and otherwise uninsured deposits.
Both have been used at times to thwart or abuse
the purpose of deposit insurance protection.

No matter what the Congress decides on de-
posit insurance limits, we must be cautious of our
treatment of uninsured depositors. Such deposi-
tors should be expected to assess the quality of
their bank deposits just as they are expected to
evaluate any other financial asset they purchase,
Earlier I noted that our goal should be for banks
to operate as much as possible as if there were no
safety net. In fact, runs of uninsured deposits
from banks under stress have become common-
place.
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So far, the pressure transmitted from such
episodes to other banks whose strength may be
in doubt has been minimal. Nevertheless, the
clear response pattern of uninsured depositors to
protect themselves by withdrawing their deposits
from a bank under pressure raises the very real
risk that in a stressful environment the flight to
quality could precipitate wider financial market
and payments distortions. These systemic effects
could easily feed back to the real economy, no
matter how open the discount window and how
expansive open market operations. Thus, while
deposits in excess of insurance limits should not
be protected by the safety net at any bank,
reforms designed to rely mainly on increased
market discipline by uninsured depositors raise
serious stability concerns. Public policy, there-
fore, should rely on other means as the primary
mechanism to induce prudent bank policies.

A promising approach that seeks to simulate
market discipline with minimal stability implica-
tions is the application of risk-based deposit
insurance premiums. The idea is to make the
price of insurance a function of the bank’s risk,
reducing the subsidy to risk-taking and spreading
the cost of insurance more fairly across deposi-
tory institutions. In principle, this approach has
many attractive characteristics and could be de-
signed to augment risk-based capital. For exam-
ple, banks with high risk-based capital ratios
might be charged lower insurance premiums. But
the range of premiums necessary to induce gen-
uine behavioral changes in portfolio management
might well be many multiples of the existing
premium, thereby raising practical concerns
about its application. Risk-based premiums also
would have to be designed with some degree of
complexity if they are to be fair and if unintended
incentives are to be avoided. In any event, the
potential additional benefits on top of an interna-
tionally negotiated risk-based capital system,
while positive, require further evaluation.

Another approach that has induced increasing
interest is the insured narrow bank. Such an
institution would invest only in high quality,
short-maturity, liquid investments, recovering its
costs for checking accounts and wire transfers
from user fees. The narrow bank would thus
require drastic institutional changes, especially
for thousands of our smaller banks and for virtu-

ally all households using checking accounts.
Movement from the present structure for deliv-
ery of many bank services would be difficult and
costly, placing U.S. banks at a disadvantage
internationally. In addition, this approach might
shift and possibly focus systemic risk on larger
banks. Banking organizations would have to lo-
cate their business and household credit opera-
tions in nonbank affiliates funded by uninsured
deposits and borrowings raised in money and
capital markets. Only larger organizations could
fund in this way, and these units, unless financed
longer term than banks today, would be subject
to the same risks of creditor runs that face
uninsured banks, with all of the associated sys-
temic implications. If this were the case, we
might end up with the same set of challenges we
face today, refocused on a different set of insti-
tutions. We at the Board believe that while the
notion of a narrow bank to insulate the insurance
fund is intriguing, in our judgment further study
of these systemic and operational implications is
required.

If, in fact, proposals that rely on uninsured
depositor discipline, risk-based premiums, and
structural changes in the delivery of bank ser-
vices raise significant difficulties, reform should
then look to other ways to curb banks’ risk
appetites, and to limit the likelihood that the
deposit insurance fund, and possibly the tax-
payer, will be called on to protect depositors.
The Board believes that the most promising
approach is to reform both bank capital and
supervisory policies. Both policies would be de-
signed to reduce the value of the insurance
subsidy. Neither policy would rule out either
concurrent or subsequent additions to deposit
insurance reform, such as the changes discussed
previously, other proposals, such as increased
reliance on subordinated debt, or new ap-
proaches that may emerge in the years ahead. In
fact, higher capital, by reducing the need for, and
thereby the value of, deposit insurance would
make subsequent reform easier. There would be
less at stake for the participants in the system.

At the end of this year, the phase-in to the
International Capital Standards under the Basle
Accord will begin. This risk-based capital ap-
proach provides a framework for incorporating
portfolio and off-balance-sheet risk into capital
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calculations. Most U.S. banks have already
made the adjustment required for the fully
phased-in 1992 standard. However, the prospec-
tive increasingly competitive environment sug-
gests that the minimum level of capital called for
by the 1992 requirements may not be adequate,
especially for institutions that want to take on
additional activities. As a result of the safety net,
too many banking organizations, in our judg-
ment, have traveled (oo far down the road of
operating with modest capital levels. It may well
be necessary to retrace our steps and begin
purposefully to move to capital requirements that
would, over time, be more consistent with what
the market would require if the safety net were
more modest. The argument for more capital is
strengthened by the necessity to provide banking
organizations with a wider range of service op-
tions in an increasingly competitive world. In-
deed, projections of the competitive pressures
only intensify the view that if our financial insti-
tutions are to be among the strongest in the
world, let alone avoid an extension of the tax-
payers’ obligation to even more institutions, we
must increase capital requirements. Our interna-
tional agreements under the Basle Accord permit
us to do so.

There are three objectives of a higher capital
requirement.  First, higher capital would
strengthen the incentives of bank owners and
managers to evaluate more prudently the risks
and benefits of portfolio choices because more of
their money would be at risk. In effect, the moral
hazard risk of deposit insurance would be re-
duced. Second, higher capital levels would cre-
ate a larger buffer between the mistakes of bank
owners and managers and the need to draw on
the deposit insurance fund. For too many insti-
tutions, that buffer has been too low in recent
years. The key to creating incentives to behave
as the market would dictate, and at the same time
creating these buffers or shock absorbers, is to
require that those who would profit from an
institution’s success have the appropriate
amount of their own capital at risk. Third, requir-
ing higher capital imposes on bank managers an
additional market test. They must convince in-
vestors that the expected returns justify the
commitment of risk capital. Those banks unable
to do so would not be able to expand.

We in the Federal Reserve System are in the
process of developing more specific capital pro-
posals, including appropriate transition arrange-
ments designed to minimize disruptions, How-
ever, at the outset 1 would like to anticipate
several criticisms. For many banks, raising sig-
nificant new capital will be neither easy nor
cheap. Maintaining return on equity will be more
difficult, and those foreign banks that only adhere
to the Basle minimums may be put in a somewhat
better competitive position relative to some U.S.
banks. Higher capital requirements also will tend
to accelerate the move toward bank consolida-
tion and slow bank asset growth. However, these
concerns must be balanced against the increasing
need for reform now, the difficulties with all the
other options, and both the desire of, and neces-
sity for, banking organizations to broaden their
scope of activities to operate successfully.

More generally, many of the arguments about
the competitive disadvantages of higher capital
requirements are shortsighted. Well-capitalized
banks are the ones best positioned to be success-
ful in the establishment of long-term relation-
ships, to be the most attractive counterparties for
a large number of financial transactions and
guarantees, and to expand their business activi-
ties to meet new opportunities and changing
circumstances. Indeed, many successful U.S.
and foreign institutions would today meet sub-
stantially incrcased risk-based capital standards.
In addition, the evidence of recent years suggests
that U.S. banks can raise sizable equity. The
dollar volume of new stock issues by banking
organizations has grown at a greater rate since
the late 1970s than the total dollar volume of new
issues by all domestic corporate firms.

Higher capital standards should go a long way
toward inducing market-like behavior by banks.
However, the Board believes that, so long as a
significant safety net exists, additional induce-
ments will be needed through an intensification
of supervisory efforts to deter banks from main-
taining return on equity by acquiring riskier
assets. When it is not already the practice, full
in-bank supervisory reviews—focusing on asset
portfolios and off-balance-sheet commitments—
should occur at least annually, and the results of
such examinations should promptly be shared
with the board of directors of the bank and used
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to evaluate the adequacy of the bank’s capital.
The examiner should be convinced, after a rigor-
ous and deliberate review, that the loan-loss
reserves arc consistent with the quality of the
portfolio. If they are not, the examiner should
insist that additional reserves be created with an
associated reduction in the carnings or equity
capital of the bank. If the resultant capital is not
consistent with minimum capital standards, the
board of dircctors and the bank’s regulators
should begin the process of requiring the bank
either to reduce those assets or to rebuild equity
capital.

It credible commitments to raise capital are not
forthcoming, and if those commitments are not
promptly met, the authorities should explore
such responses as lowered dividends, slower
asset growth or perhaps even asset contraction,
restrictions on the use of insurcd brokered de-
posits, if any, and divestiture of affiliates with the
resources used to recapitalize the bank. What is
important is that the supervisory responses occur
promptly and firmly and that they be anticipated
by the bank. This progressive discipline or
prompt corrective action of a bank with inade-
quate capital builds on our currcnt bank supervi-
sory procedures and is designed to simulate
market pressures from risk-taking—to link ex-
cessive risk-taking more closely with its costs—
without creating market disruptions. Some flex-
ibility is certainly required, but the Board has in
mind a set of credible responses in principle and
a presumption that these responses will be ap-
plied in the absence of compelling reasons not to
do so.

Such an approach—higher capital and prompt
corrective action—would increasc the cost and
reduce the availability of credit from insured
institutions to riskier borrowers. In effect, our
proposal would reduce the incentive some banks
currently have to overinvest in risky credits at
loan rates that do not fully reflect the risks
involved. This reduction implies that the organiz-
ers of speculative and riskier ventures will have
to restructure their borrowing plans, including
possibly paying more for their credit, or seek
financing from noninsured entities. Some bor-
rowers may find their proposals no longer viable.
However, it is just such financing by some in-
sured institutions that has caused so many of the

current difficulties, and it is one of the objectives
of our proposals to cause depositories to recon-
sider the economics of such credits. As insured
institutions reevaluate the risk-return tradeoff,
they are likely to be more interested in credit
extensions to less risky borrowers, increasing the
economic efficiency of our resource allocation.

Despite their tendency to raise the average
level of bank asset quality, higher capital require-
ments and prompt corrective action will not
climinate bank failures. An insurance fund will
still be needed, but we believe that, with a fund
of reasonable size, the risk to taxpayers should
be reduced substantially. As [ have noted, higher
capital requirements and prompt corrective ac-
tion imply greater caution in bank asset choices
and a higher cushion to the FDIC to absorb bank
losses. In addition, an enhanced supervisory
approach will not permit deteriorating positions
to accumulate. Morcover, the Board believes
that forced mergers, divestitures, and, when nec-
essary, conservatorships should occur while
there is still positive (albeit low) capital in the
bank to limit reorganization or liquidation costs.
Existing stockholders should be given adequate
time to correct deteriorating positions—including
providing new capital—but the Congress should
specifically provide the bank regulators with the
clear authority, and, therefore, explicit support,
to act well before technical insolvency to mini-
mize the ultimate resolution costs.

These reforms should be equally applicable to
banks of all sizes. No observer is comfortable
with the inequities and adversc incentives of an
explicit or implicit program that penalizes depos-
itors, creditors, and owners of smaller banks
more than those of larger ones. The Board be-
lieves no bank should assume that its scale
insulates it from market discipline. Nevertheless,
it is clear that there may be some banks at some
particular times whose collapse and liquidation
would be cxcessively disruptive to the financial
system. But no bank is cver too large or too small
to escape the application of the same prompt
corrective action standards applied to other
banks. Any bank can be required to rebuild its
capital to adequate levels and, if it does not, be
required to contract its assets, divest affiliates,
cut its dividends, change its management, sell or
close offices, and the resultant smaller entity can
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be merged or sold to another institution with the
resources to recapitalize it. If this is not possible,
the entity can be placed in conservatorship and
liquidated.

I noted earlier that one response of some banks
to the more intense competitive environment has
been to draw down their capital buffer. These
banks and other institutions cannot rebuild,
strengthen, and maintain the appropriate level of
capital unless they are able to adapt to the
changing competitive and technological environ-
ment. The ability to adapt is crucially dependent
on broadening the permissible range of activities
for banking organizations. At the same time, we
should be sensitive to the implications of the
potential extension of the safety net—directly or
indirectly—under those markets that banking or-
ganizations are authorized to enter.

The Board has for some time held the view that
strong insulating fire walls would both protect
banks (and taxpayers) from the risk of new
activities and limit the extension of the safety net
subsidy that would place independent competi-
tors at a disadvantage. However, recent events,
including the rapid spread of market pressures to
separately regulated and well-capitalized units of
Drexel when their holding company was unable
to meet its maturing commercial paper obliga-
tions, have raised serious questions about the
ability of fire walls to insulate one unit of a
holding company from funding problems of an-
other. Partially as a result, the Board is in the
process of reevaluating both the efficacy and
desirability of substantial fire walls between a
bank and some of its affiliates. It is clear that high
and thick fire walls reduce synergies and raise
costs for financial institutions, a significant prob-
lem in increasingly competitive financial mar-
kets. If they raise costs and may not be effective,
we must question why we are imposing these
kinds of fire walls at all. Moreover, higher capital
standards and prompt corrective action go a long
way to limit the transference of the bank safety
net subsidies to bank affiliates that fire walls are
designed to constrain. And, as such, they should
greatly limit the risk of distorted market signals
and excessive risk-taking over an expanded
range of markets, as well as the unfair competi-
tion, that might otherwise accompany wider
bank activities.

Indeed, authorization to use their expertise
over a wider range of markets might well be
limited only to those banking organizations that
meet a new higher capital standard. Conse-
quently, the Congress might wish to authorize
bank supervisors to grant certain of these activ-
ities only to those entities that exceed such a
standard. Those institutions that consistently ex-
ceed the capital standard perhaps could receive
more flexibility in supervisory treatment. For
example, a notice requirement could be substi-
tuted for formal applications for activities permit-
ted by law and regulation, provided that such
acquisitions leave a banking organization’s capi-
tal in excess of the higher standards. Other
reductions in regulatory burden for highly capi-
talized banking organizations might also be ap-
propriate. Such organizations would, however,
still be subject to the same thorough annual
examinations.

As you know, the Board has long supported
repeal of the provisions of the Glass—Steagall Act
that separate commercial and investment bank-
ing. We still strongly advocate such repeal be-
cause we believe that technology and globaliza-
tion have coantinued to blur the distinctions
among credit markets, and have eroded the fran-
chise value of the classic bank intermediation
process. Outdated constraints will only endanger
the profitability of banking organizations and
their contribution to the American economy.
Beyond investment banking, the Board believes
that highly capitalized banking firms should be
authorized to engage in a wider range of financial
activities as a part of the modernization of our
financial structure and the maintenance of
strong, profitable financial institutions that can
compete in world markets. A banking system
that cannot adapt to the changing competitive
and technological environment will no longer be
able to attract and maintain the higher capital
level that some of our institutions need to operate
without excessive reliance on the safety net.

Firms primarily engaged in the financial activ-
ities authorized to banking organizations should
likewise be permitted to operate an insured bank.
The Congress, of course, will have to give careful
consideration to how to handle the activities
some of these entities are already engaged in that
would not be permitted to banking organizations.
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More generally, as we expand the range of activ-
ities available to banking organizations, compet-
itive equity suggests the desirability of functional
regulation. Under such an approach, each area of
activity should be subject to the same regulatory
constraints as equivalent or very similar func-
tions at nonbank firms. But independent of reg-
ulatory or organizational structure, all of us
should understand that the market, the stock-
holders, and the management will think of the
bank and any associated units—atffiliates or sub-
sidiaries—not as a confederation of businesses,
but as an integrated organization. Recognition of
this reality suggests that it is perhaps inefficient,
at best, and under conditions of financial dis-
tress, ineffective, to try to make integrated bus-
inesses behave as if they were a collection of
independent firms.

As a result, it may be more realistic, as 1
suggested earlier, to apply more limited fire walls
to the new activities. I have in mind here restric-
tions such as sections 23A and 23B of the Federal
Reserve Act, which already limit the financial
transactions between a bank and its affiliates,
requiring collateral, arms-length transactions,
and—except when Treasury securities are used
as collateral—quantitative limits based on the
bank’s capital. Moreover, recognition of the in-
tegrated nature of the operations of the insured
unit with the rest of the organization raises the
question of the implications of a piecemeal reg-
ulatory structure, with no means for ensuring
that the activities of the organization as a whole
do not impose undue risk on either the financial
system or the safety net. We believe that some
agency should be responsibie for oversight of the
entire organization, especially if expanded activ-
ities and less rigorous fire walls are adopted.

As the Congress considers modernization of
our banking structure to meet the needs of the
twenty-first century, it should not only widen the
permissible activities of well-capitalized banking
organizations, but also eliminate outdated stat-
utes that only increase costs. The McFadden Act
forces state member and national banks to de-
liver interstate services only through separately
capitalized bank holding company subsidiaries
(when permitted by state law) rather than
through branches. Such a system reduces the
ability of many smaller banks to diversify geo-

graphically and raises costs for all banking orga-
nizations that operate in more than one state, a
curious requirement as we search for ways to
make banks more competitive and profitable.
The McFadden Act ought to be amended to
permit interstate branching by banks.

In summary, events have made it clear that we
ought not to permit banks, because of their
access to the safety net, to take excessive risk
with inadequate capital. Even if we were to
ignore the potential taxpayer costs, we ought not
to permit a system that is so inconsistent with
efficient market behavior. In the process of re-
form, however, we should be certain that we
consider carefully the implications for macroeco-
nomic stability. The Board believes that higher
capital and prompt corrective action by supervi-
sors to resolve problems will go a long way to
eliminate excessive risk-taking by insured insti-
tutions, and would not preclude additional de-
posit insurance reform, now or later. Moreover,
we believe that with such an approach the Con-
gress should feel comfortable with authorizing
banking organizations to expand the scope of
their financial activities. Indeed, we believe that
permitting wider activities is necessary to ensure
that such organizations can remain competitive
both here and abroad. Increased activities are
also required to sustain the profitability needed if
banking firms are to attract capital. To limit the
risks of safety net transference, some new activ-
ities might be made available by banking regula-
tors only to banks with impressive capital posi-
tions. We believe that whatever the regulatory
form and structure under which new activities
are permitted, one agency should have oversight
responsibility for the banking organization as a
whole. It is also our view that, with these sug-
gested reforms, reliance on stringent fire walls
would not be necessary, And the McFadden Act
should be amended to permit banks to deliver
their services at the lowest possible costs and to
more easily diversify their geographic risks. The
Board has shared its views with the Treasury as
part of our continuing consultations on these
matters, especially in the context of their
FIRREA-mandated study.

Finally, in considering all proposals, we should
remind ourselves that our objective is a strong
and stable financial system that can deliver the
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best services at the lowest cost and compete
around the world without taxpayer support.
This requires the modernization of our financial
system and the weaning of some institutions
from the unintended benefits that accompany
the safety net. Higher capital requirements may
well mean a relatively leaner and more efficient
banking system, and they will certainly mean

one with reduced inclinations toward risk.
However, the Board believes our proposed
reforms—including the authorization of wider
activities by banking organizations—will go a
long way toward ensuring a safer and more
efficient financial system and lay the ground-
work for other modifications in the safety net in
the years ahead. O

Statement by Alun Greenspan, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affuirs, U.S. Senate, July 18, 1990,

I am pleased to be here today to testify in
connection with our semiannual Monetary Policy
Report to the Congress.! In my prepared remarks
this morning 1 shall discuss, as is customary on
such occasions, current and prospective eco-
nomic conditions and the Federal Reserve’s ob-
jectives for money and credit growth over the
period ahead. Two areas of particular note at
present, with potential implications for the con-
duct of monetary policy, are the ongoing restruc-
turing of credit flows in the U.S. economy and
the prospects for a significant cut in the federal
budget deficit. [ shall pay special attention to
these topics in my statement.

Economic and Financial Developments
Thus Far in 1990

When [ came before this committee in Febru-
ary, I characterized the economy as poised for
continued moderate expansion in 1990, and, in
large mcasure, developments so far this year
appear to have borne that statement out. Real
gross national product grew at a 2 percent
annual rate in the first quarter, and indicators of
economic activity for the second quarter sug-
gest a further rise, though perhaps at a some-
what slower rate. Within this whole, however,
the various sectors have moved along at dif-
ferent paces.

I. See ‘*Monetary Policy Report to the Congress,” Fed-
eral Reserve Bulletin, vol. 76 (September 1990), pp. 711-25.

On the distinctly positive side, exports have
shown solid gains, buoyed by expanding mar-
kets abroad. The impetus from international
trade has been important in the pickup in indus-
trial production this year.

In contrast, the news coming from the house-
hold sector in recent months has had a softer cast
to it. Consumers appear to have pulled back a
bit, as the slower overall pace of expansion and
the more pronounced weakness in certain parts
of the country—especially the Northeast—seem
to have taken some toll on confidence in the
economic outlook. Moreover, having accumu-
lated large stocks of automobiles and other con-
sumer durables earlier in the expansion, consum-
ers could be more selective about when to
purchase replacements. Sales of new homes also
have weakened, deterring building activity.

There are other pluses and minuses, as well, in
the economic picture—by sector and by region.
But, on balance, the economy still appears to be
growing, and the likelihood of a near-term reces-
sion seems low, in part because businesses have
been working hard to keep their inventories in
line with sales trends.

Although output overall grew rather modestly
over the first half, the unemployment rate re-
mained at its lowest level in almost twenty years.
Over the past year, as employment has deceler-
ated, so too has the labor force, in part reflecting
a surprising decline in labor force participation
rates for young people. Some flattening in the
aggregate participation rate would be consistent
with evidence that many individuals now per-
ceive job opportunities as less abundant. Differ-
ences from past cyclical experiences, however,
suggest that other factors also must be at work—
if, in fact, the current pattern represents some-
thing more than noise in the data. This develop-
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ment certainly bears watching, for it may have
implications for potential output growth.

Be that as it may, with hiring proceeding at a
less rapid pace, the rate of increase in wages
appears to have leveled out from its earlier
upward trend. The core rate of inflation in con-
sumer prices, proxied by abstracting from move-
ments in food and energy prices, picked up
sharply in the first quarter, but has moderated in
recent months. This moderation has been con-
centrated in the prices of goods, perhaps re-
flecting the ebbing of capacity pressures in scv-
eral industries, while service price inflation has
shown little sign of abating.

In 1990, Federal Reserve policy has continued
to be directed at sustaining the economic expan-
sion while making progress toward price stabil-
ity. Ultimately, the two go hand in hand: A stable
price level sets the stage for the economy to
operate at its peak efficiency, while high inflation
inevitably sows the seeds of recession and
wrenching readjustment. In the short run, how-
ever, the risks of inflation, on the one hand, and
of an economic downturn, on the other, must be
weighed in the policymaking process. The Fed-
eral Reserve saw thosc risks as about evenly
balanced over the first half of the year and made
no adjustments in monetary policy.

Throughout this period, which has been
marked by dramatic changes in the flow of
funds through depository institutions, the Fed-
eral Reserve has been paying particularly close
attention to conditions in credit markets. Evi-
dence of a tightening of terms and reduced
availability of credit has gradually accumulated,
to the point where it became apparent in recent
days that some action by the monetary author-
ity was warranted. Several indicators have been
pointing in this direction, including the behavior
of the monetary aggregates. Growth in M2, for
example, which stalled out in the spring, has
failed to strengthen materially, suggesting that
the degree of financial restraint in train might be
greater than anticipated or than appropriate to
the evolving economic situation. This restraint
is a function of developments in the credit
markets, independent of monetary policy. The
recent decline in the federal funds rate to 8
percent, as a consequence of our action to
reduce slightly the pressures in reserve mar-

kets, represents an effort to offset the effects of
greater stringency in credit markets.

Other market interest rates generally rose
early in 1990, as it became apparent that the
economy was not as weak as many had thought.
Long-term yields were most affected, increasing
a full percentage point by early May. Subse-
quently, however, signs of a softening of activity
prompted a reversal of much of that runup. Rates
on long-term securities remain about Y2 percent-
age point above their year-end levels, but money
market quotes are now little changed on balance.
Throughout this period, rates on Treasury bills
have remained somewhat higher than usual rela-
tive to those on private instruments, probably in
part reflecting the large amount of bill issuance
necessary to fund working capital for the Reso-
lution Trust Corporation (RTC).

The runup in market interest rates early in the
year was one factor behind the sharp slowing in
money growth over the first half of 1990. M2,
which had been running close to the top of its
target range in February, posted no net increase
between March and June. This weakness, which
moved the aggregate close to the bottom of its
range, was too abrupt to be accounted for fully
by the rise in market rates, however. Another of
the factors at work was the restructuring of
financial flows. One aspect of this restructuring
was the closing of insolvent thrift institutions by
the RTC and the sale of their deposit bases.
Although the RTC’s activities do not directly
affect M2, the availability of huge blocks of
deposits to the remaining thrift institutions and
banks lessened their need to raise rates to draw
in funds. In combination with the more cautious
attitude that depositories have exhibited toward
expanding their balance sheets, the deposit trans-
fers contributed to an unusual degree of inertia in
the pricing of retail deposits. Households re-
sponded to the relatively low returns on deposits
by looking elsewhere, as suggested by heavy
flows into stock and bond mutual funds and
sizable noncompetitive tenders at Treasury auc-
tions. Nevertheless, while the movements in
yield spreads can account for a good share of the
slump in M2 growth, a portion of it still requires
explanation.

The cause for the meager growth this year in
the broader monetary aggregate, M3, is clearer:
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The RTC closed down a very large number of
savings and loan associations, taking many of
those institutions’ assets onto the government’s
balance sheet and thereby effectively reducing
the overall funding needs of the depository sys-
tem. In addition, increased loan losses and the
phasing-in of tighter capital requirements circum-
scribed the expansion of credit at many other
thrift institutions and banks. With depository
credit growth limited, M3—which contains much
of the associated funding—essentially stalled. By
June, M3 growth was well below the 2!4 percent
lower bound of the target range the FOMC had
set in February.

That range had itself been reduced a full per-
centage point from the target provisionally set
last July in recognition of the potential effects of
the ongoing contraction of the thrift industry.
Lacking historical experience with a financial
restructuring like the current one, however, it
was unclear exactly how the flows would end up
being redirected through the financial system
and, in particular, how much of the thrift lending
would be picked up by commercial banks. While
the economy more broadly is about where we
expected it to be, the configuration of the finan-
cial system is somewhat different, leading to less
M3 growth than had been anticipated.

CREDIT CONDITIONS

The weakness in the monetary aggregates, in
part, signals a change in the behavior of deposi-
tory institutions, with potential for affecting
overall credit provision. The conservative pric-
ing of retail and wholesale deposits represents
one aspect of their efforts to widen profit mar-
gins. In light of concerns about their capital
positions, banks and thrift institutions also have
reined in lending activity and imposed stiffer
terms on loans.

The change in credit supply conditions may
have significant implications for borrowing,
spending, and policy. I would not call this change
a ‘‘credit crunch,”” as those words connote a
contraction of lending on a major scale, with
many borrowers effectively shut out of credit
markets, regardless of their qualifications. We
are not seeing symptoms of that kind of wide-

spread, classic crunch, as in the past when
deposit rate ceilings or usury ceilings limited the
market’s ability to adjust and forced cutoffs of
credit. But I can well appreciate that my view on
this topic may be perceived as a semantic nicety
by a borrower who today is suddenly unable to
get a loan on the terms formerly available. To the
borrower, it makes little difference why the
lender is pulling back or how pervasive the
change in credit conditions is.

From a policymaker’s perspective, however, it
is essential to sort the issues out. This means
discerning the breadth and depth of the shift in
credit conditions, its causes, its effects, and the
extent to which it may ultimately be a desirable
development. Clearly, the verdict is not yet in on
the current episode; in economics we are seldom
able to make a definitive diagnosis until well after
the fact, but to do our job we must hazard some
answers.

First, what do we observe? The evidence on
this score continues to grow; numerous reports
indicate that depository institutions and other
lenders have become more selective in extending
credit. In addition, Federal Reserve surveys of
large banks support this sense that terms have
been tightened in particular parts of the country
and on certain types of loans. Especially hard-hit
have been financings for mergers and leverage
buyouts, commercial real estate, and construction
and development. There also is evidence that
small and medium-sized companies, as well as the
poorer quality credits among the larger firms,
have faced some tightening of credit availability.
The change in credit conditions has taken various
forms, including tougher standards for credit ap-
proval, higher collateral requirements, and in-
creases in interest rates; and, in some cases, loans
have been simply unavailable. Even investment-
grade corporations appear to be facing slightly
higher costs in accessing bank credit facilities. At
the same time, a huge widening of spreads on
less-than-investment-grade bonds has effectively
shut down that market to most new issues.

But on several other types of credit, changes in
price and nonprice terms appear to have been
relatively minor. For example, the rates on resi-
dential mortgages, consumer loans, and the debt
of investment-grade corporations have remained
about in their usual alignment with other market
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interest rates. Becausc these credits may trade
on securities markets and thercby access a broad
range of investors, the interest of banks and thrift
institutions in holding the obligations in portfolio
has little, it any, effect on the cost to borrowers.
These obligations account for a major share of
the credit extended in the cconomy, and hence
the slowing of depository credit and the sluggish
behavior of the monetary aggregates—while in-
dicative of some tightening of credit—likely
overstate the impact of the depositories’ behav-
ior on economic activity.

No doubt a sizable portion of lenders’ in-
creased reluctance to commit funds for certain
purposes reflects a natural and healthy reaction
to a slowdown in growth as the economy moves
closer to capacity constraints. Prospects for con-
tinued strong production and sales increases
fade, and the odds rise that some borrowers will
prove unable to mect their obligations. In other
words, part of the ongoing shift in credit condi-
tions is what amounts to a regular cyclical event.
But there is more to it than that. Through one
avenue or another, the change in credit standards
has its roots in part in the excesses of the 1980s.
The weaker credits extended during that decade
have come home to roost, and in so doing have
impinged to varying degrees on the current avail-
ability of credit.

Perhaps the clearest example is the real estate
sector and its principal lender, the thrift industry.
Those savings and loan associations that were
the freest with their funds cxist no longer, having
been closed by the RTC, and the remaining
savings and loan associations face tighter rcgula-
tions constraining their lending. The resulting
void has been filled quite eftectively tor home
mortgage borrowers, with highly developed sec-
ondary markets drawing funds in from else-
where. For thesc borrowers, the shrinkage of the
thrift industry does not represent a significant
decline in intermediation services. But many
other clients of thrift institutions, whose debt is
less easily securitized, have been hard-pressed to
find alternative sources of funds. Moreover, lax
lending standards by both thrift institutions and
banks contributed to overbuilding in commercial
real estate, which has added to problems for
lenders to this industry.

Rising capital requirements for banks and thrift

institutions have interacted with large losses on
soured loans and the financial market’s distaste
for providing additional capital to the institutions
taking these losses. This interaction has resulted
in strong incentives for depository institutions to
conserve capital, Their efforts to build larger
capital cushions, in turn, have been manifest in a
somewhat more cautious approach to lending, as
well as a stepped-up effort to sell off assets by,
for example, securitizing loans. Partly as a result
of tighter credit conditions, the growth of credit,
as measured by the change in the debt of domes-
tic nonfinancial sectors, has come down into
closer alignment with the expansion of nominal
GNP. This process, which reflects a somewhat
more cautious approach on the part of borrowers
as well, is not an aberrant restrictive phase in the
life of the financial system, but rather a return to
what had been the norm before the 1980s.

To be sure, when you go from excess credit
creation to normal, it can feel like a tightening.
And in that sense credit conditions have tight-
ened. Many of the loans madc during the 1980s
should not, by historical standards of creditwor-
thiness, have been made. As standards reverted
closer to normal, those weaker borrowers have
been finding it far more difficult to access credit.

In addition, however, depository institutions
appear more recently to be lending with greater
caution in general. As a result, cven creditworthy
borrowers may have to look harder for a loan,
put up more collateral, or pay a somewhat higher
spread. For the nation as a wholg, the tightening
of credit standards will Icave the financial system
on a sounder footing and contribute to economic
stability in the long run. Nevertheless, in the here
and now, the tightening is beginning to have very
real, unwelcome effects. Diminished credit avail-
ability can constrain firms’ spending, for exam-
ple, limiting more of them to internally generated
funds. It is difficult to discern the dividing line
between lending standards that are still healthy
and those that arc so restrictive as to be incon-
sistent with the borrower’s status and the best
interests of the lender in the long run. In recent
weeks, however, we may have slipped over that
line. Such deveclopments can, and do, occur
independently of central bank actions and can
have importaat influences on spending and out-
put. Thus the Federal Reserve must remain alert
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to the possibility that an adjustment to its posture
in reserve markets might be needed to maintain
stable overall financial conditions.

As best we can judge, the change in credit
conditions currently is exerting a slight additional
degree of restraint on the economy. The process
of credit restraint may not have reached comple-
tion, and some of its effects may not yet have
been felt; hence it will require continued scru-
tiny. However, the tightening should eventually
unwind as displaced borrowers find alternative
sources of funds and as the banking system
rebuilds its capital.

This restraint has implications for monetary
policy at present, and the ongoing restructuring
of the financial system has implications for the
conduct of policy over the foreseeable future. It
is clear that the financial restructuring will affect
the channels through which policy actions are
transmitted ultimately to economic growth and
inflation; some will be diminished and others
augmented. In these circumstances, the Federal
Reserve has emphasized a flexible approach to
policymaking, which includes attention to a wide
range of economic and financial indicators.

RANGES FOR MONEY AND DEBT GROWTH
IN 1990 AND 1991

At its meeting earlier this month, the FOMC
reaffirmed the 1990 range of 3 percent to 7
percent that it had set for the growth of M2. With
the thrift industry likely to continue to shrink at
a good clip and commercial banks expanding
more circumspectly, depository institutions are
not expected to be bidding aggressively for
funds. As a result, although banks may replace
more of their managed liabilities with retail de-
posits, M2 could well remain in the lower half of
its target range through year-end. In view of
changing credit flows, a slow rate of expansion in
M2 seems consistent with continued moderate
growth in output, but any pronounced weakness
in the aggregate that drops it below its current
range might represent greater monetary restraint
than is desirable this year.

Looking ahead to 1991, the Committee low-
ered the M2 range 2 percentage point on a
provisional basis. We believe that this range is

consistent with the continuation of measured
restraint on aggregate demand—a necessity in
the containment, and ultimate elimination, of
inflation. Such restraint need not be a barrier to
sustained growth. Indeed, it is a crucial require-
ment., As [ suggested earlier, one thing that
surely would jeopardize the current expansion
would be for inflation to move upward, rather
than downward, from the recent plateau.

FOMC members and other Reserve Bank Pres-
idents generally foresee the policy embodied in
the money ranges as leading to both sustained
growth and diminished inflation in the period
ahead. For 1990, their expectations center on an
inflation rate in the 4% percent to S percent range,
with real GNP growth of about 1V4 percent to 2
percent. But with this year’s slow growth helping
to relieve pressures on resources, expectations
for 1991 incorporate both somewhat lower infla-
tion and somewhat higher real growth, at a rate
closer to that of growth in potential output.

The path of M3 consistent with these projec-
tions has been heavily affected by the changes in
financial intermediation in recent quarters. Taking
into account the current lending posture of the
commercial banks and remaining thrift institu-
tions, we now expect the closures of insolvent
thrift institutions to show through in very subdued
growth in M3. Accordingly, the FOMC voted to
lower the 1990 range for growth of this aggregate
to 1 percent to 5 percent. This action does not
signal a tighter policy stance, but rather our rec-
ognition that financial markets have been adjust-
ing to the RTC’s activities in a somewhat different
manner than we had anticipated, making the
lower M3 target appropriate. In view of the con-
siderable uncertainties about both the scale of
RTC activities next year and the speed with which
the banking industry will approach a more com-
fortable capital position, the new 1990 range was
carried forward unchanged into 1991 on a tenta-
tive basis.

Overall debt growth during the rest of this year
is expected to remain around the midpoint of its
reaffirmed 5 percent to 9 percent monitoring
range. The nonfederal sectors now appear to be
increasing their debt about in line with nominal
income growth, with the rapid pace of mortgage
borrowing in recent years slowing into the single
digits and corporate leveraging activity slacken-
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ing. Growth of total debt in 1990 is likely to
exceed that of nominal GNP, however, as the
federal government’s borrowing to fund RTC
activities is expected to boost the total by
roughly ¥ percentage point.

For 1991, the FOMC has provisionally reduced
the monitoring range for domestic nonfinancial
sector debt to 4%2 percent to 8% percent. Debt
growth in this range should be adequate to sup-
port continued economic expansion, while avoid-
ing the excessive leveraging that characterized
much of the 1980s.

A number of uncertainties come into play in
the process of judging the outlook for the econ-
omy over the next year and a half. Of particular
concern in the context of monetary policy are the
likely extent and persistence of the tightening of
credit terms, the prospective path of potential
output growth—especially in view of the recent
slowing in the labor force—and the outlook for
fiscal policy. 1t is the last of these that is the focus
of the remainder of my comments today.

FISCAL AND MONETARY POLICY
INTERACTION

The determination displayed by the Congress and
the Administration in their efforts to come to an
agreement on cutting the deficit has been enor-
mously heartening to all who are concerned about
the long-run health of the U.S. economy. As a
nation, we have been saving too little and borrow-
ing too much; significant progress on the federal
deficit would be an important step in rectifying
this sitvation. As you know, 1 favor not only
eliminating the deficit, but also ultimately bringing
the government’s accounts into surplus over time
to compensate for the private sector’s tendency to
save relatively little, In the long run, the nation’s
saving and investment behavior is crucial in de-
termining its productivity and hence its standard
of living,

Major, substantive, credible cuts in the budget
deficit would present the Federal Reserve with a
situation that would call for a careful reconsider-

ation of its policy stance. What adjustment might
be necessary, and how it might be timed, cannot
be spelled out before the fact. The actions required
will depend on the constellation of other influences
on the economy, the nature and magnitude of the
fiscal policy package, and the likely timing of its
effects. 1 can only offer the assurance that the
Federal Reserve will act, as it has in the past, to
endeavor to keep the economic expansion on track.

Concerns that the Federal Reserve would be
unable to offset undesirable macroeconomic ef-
fects of a budget pact are, 1 believe, largely
unfounded. It is true that, in general, monetary
policy cannot be calibrated extremely finely in
response to economic developments, as we are
all subject to imperfect data and an imperfect
understanding of the myriad economic interrela-
tionships of the real world. However, some
doubts seem to focus on whether the various lags
involved permit monetary policy to catch up to a
change in the fiscal stance. I am less concerned
on this point. We can decide that a policy adjust-
ment is appropriate and implement it fully, all in
the same morning if need be, and the effects of
the change will show through to interest rates
and financial asset prices almost immediately.
Granted, the impact on economic growth and
inflation will be spread out over several quarters,
but this is true of changes in fiscal policy as well,

In the final analysis, no one can guarantee that
growth in the economy will proceed smoothly,
without a hitch on a quarter-to-quarter basis.
Nevertheless, a major cut in the budget is un-
questionably the right thing to do. Because the
federal government has been borrowing too
much for too long, it is well past time to reduce
the government’s draw on credit markets and to
free up more resources for enhancing investment
and production by the private sector. In this way,
fiscal policy, by augmenting national saving, will
be doing its part to promote maximum sustain-
able economic growth. With monetary policy
similarly keeping sight of its long-run goal of
price stability, the two together will have set a
favorable backdrop for vibrant and enduring eco-
nomic growth. O

Chairman Greenspan presented identical testimony before the Subcommittee on Domestic
Monetary Policy of the House Committee on Banking, Finance and Urban Affairs, July 24, 1990.
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Announcements

APPROVAL OF LEVERAGE GUIDELINES

The Federal Reserve Board announced on Au-
gust 2, 1990, approval in final form of capital to
total assets (leverage) guidelines and transitional
capital standards for state member banks and
bank holding companies.

These final guidelines are essentially the same
as the proposals the Board issued for public
comment late last year.

The Board believes that these guidelines
should assist state member banks and bank hold-
ing companies (collectively, ‘‘banking organiza-
tions”’) in formulating their capital planning pro-
cess and in strengthening their capital base. The
guidelines set forth minimum capital require-
ments.

REVISED LIST OF OTC MARGIN STOCKS
NOW AVAILABLE

The Federal Reserve Board published on July 27,
1990, a revised List of Marginable OTC Stocks
for over-the-counter (OTC) stocks and a List of
Foreign Margin Stocks for foreign equity securi-
ties that are subject to the Board’s margin regu-
lations, effective August 13, 1990.

The List of Foreign Margin Stocks is a new list
that indicates those foreign equity securities that
are now eligible for margin treatment at broker—
dealers. This treatment was made possible by an
amendment to Regulation T, effective April 30,
1990. Forty-one foreign equity securities have
been included for the first time on the List of
Foreign Margin Stocks.

The revised List of Marginable OTC Stocks
supersedes the list that was effective on May 14,
1990. The changes that have been made to the
list, which now includes 2,816 OTC stocks, are
as follows:

® Eighty-six stocks have been included for the

first time, seventy, under National Market Sys-
tem (NMS) designation.

o Fifty-seven stocks previously on the list
have been removed for substantially failing to
meet the requirements for continued listing.

o Forty-four stocks have been removed for
reasons such as listing on a national securities
exchange or involvement in an acquisition.

The List of Marginable OTC Stocks is pub-
lished by the Board for the information of lenders
and the general public. It includes all OTC secu-
rities designated by the Board pursuant to its
established criteria as well as all OTC stocks
designated as NMS securities for which transac-
tion reports are required to be made pursuant to
an effective transaction reporting plan. Addi-
tional OTC securitics may be designated as NMS
securities in the interim between the Board’s
quarterly publications and will be immediately
marginable. The next publication of the Board’s
list is scheduled for October 1990.

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 of Marginable OTC
Stocks.

Margin regulations generally limit the amount
of credit a person or firm may obtain to buy or
carry stock. Stocks on the List of Marginable
OTC Stocks or on the List of Foreign Margin
Stocks are subject to the same margin require-
ments (currently 50 percent) as stocks listed on
national securities exchanges. These require-
ments mean that a person or firm buying a stock
on credit must make a down payment equal to at
least 50 percent of the purchase price of the stock
and may obtain credit for the remaining 50 per-
cent. These margin requirements are only appli-
cable to credit extended on stocks after they are
placed on the lists and the lists have become
effective or after the stocks are designated as
NMS securities. No credit may be extended by
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broker—dealers on stocks that are not traded on a
national securities exchange unless they are on
the list of Marginable OTC Stocks, the List of
Foreign Margin Stocks, or in the NMS group.
Credit extended by banks and other lenders on
OTC stocks not on the List of Marginable OTC
Stocks or in the NMS group need only conform
to the good faith lending limitation contained in
Regulations G and U.

It is unlawful for any person to cause any
representation to be made that inclusion of a
stock on the List of Marginable OTC Stocks or
on the List of Foreign Margin Stocks indicates
that the Board or the Securities and Exchange
Commission has in any way passed upon the
merits of any such stock or transaction therein.
Any references to the Board in connection with
these lists or with any stocks thereon in any
advertisement or similar communication is un-
lawful.

REGULATION T: INTERPRETATION

The Federal Reserve Board announced on July
18, 1990, the adoption of an interpretation of the
applicability of Regulation T (Credit by Brokers
and Dealers) to unregistered sccurities sold and
traded pursuant to the Securities and Exchange
Commission’s new Rule 144A,

The interpretation clarifies that broker—dealers
may purchase debt securities from an issuer for
resale pursuant to Rule 144A and may make
markets in such securities under the investment
banking service exception to the arranging sec-
tion in Regulation T.

The interpretation eliminates any uncertainty
broker—dealers might have that their purchase of
securities in compliance with Rule 144A could
result in a violation of section 7(c) of the Securi-
ties Exchange Act of 1934 and Regulation T
adopted under that act.

PROPOSED ACTIONS

The Federal Reserve Board requested on July 2,
1990, public comment on a proposed amendment
to Regulation Y (Bank Holding Companies and
Change in Bank Control) to reduce the filing

requirements under the Change in Bank Control
Act. Comment is requested by August 8, 1990.

The Federal Reserve Board requested on July
3, 1990, public comment on a proposal to modify
several conditions in its orders authorizing lim-
ited underwriting and dealing in securities by
bank holding company subsidiaries. Comment
should be submitted to the Board by August 8,
1990.

The Federal Reserve on August 1, 1990, re-
quested public comment on proposed revisions
to Regulation K (International Banking Opcra-
tions) that will permit U.S. banking organizations
to expand the scope of their international activi-
ties. Comment is requested by September 30,
1990.

NEW PUBLICATION: Financial Sectors in
Open Economies: Empirical Analysis
and Policy Issues

Since the late 1970s, deregulation and innovation
in the financial markets of major industrial coun-
tries have altered the historical empirical rela-
tionships between monetary aggregates and in-
terest rates, incomes, and prices. These changes
have profoundly affected the empirical analysis
of the demand for money, the role that various
monetary aggregates play in the formulation of
policy by national monetary authorities, and the
modeling of the domestic and cross-border con-
sequences of changes in domestic monetary pol-
icies.

The papers and comments in this volume,
which is based on a conference sponsored by the
Board of Governors of the Federal Reserve Sys-
tem, are by economists representing the aca-
demic, business, and national and international
governmental communities in the major indus-
trial countries. The papers assess the current
modeling of financial sectors, including specifi-
cally the demand for money and deposit pricing,
in the United States, Canada, Europe, and Ja-
pan. They also examine the empirical evidence
that can be gleaned from models about financial
interactions among major industrial countries
and review the ways innovation and deregulation
have influenced the implementation of monetary
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policy and its implications for financial sector
behavior.

Peter Hooper and others, eds. Financial Sec-
tors in Open Economies: Empirical Analysis and
Policy Issues. Washington, D.C., Board of Gov-
ernors of the Federal Reserve System, 1990.
604 pp., $25.00. To obtain copies of this publica-
tion, write to Publications Services, Stop 138,
Board of Governors of the Federal Reserve Sys-
tem, Washington, D.C. 20551.

SYSTEM MEMBERSHIP: ADMISSION OF
STATE BANKS

The following state bank was admitted to mem-
bership in the Federal Reserve System, effective
May 15, 1990.

Hlinois
Monticello......... Marine Bank Monticello
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON MAY 15, 1990
Domestic Policy Directive

The information reviewed at this meeting sug-
gested that economic activity was continuing to
expand at a moderate pace. The service-
producing sector remained the mainstay for
growth in income and employment; manufac-
turing was still siuggish, and construction activ-
ity was slipping after the weather-related bulge
carlier in the yecar. Some broad measures of
prices reflected a partial unwinding of the earlier
surge in prices of food and energy; however,
underlying trends in consumer prices and labor
costs suggested no weakening in inflationary
pressures.

Total nonfarm payroll employment increased
more slowly in March and April after sharp
weather-related advances earlier in the year; job
growth thus far in 1990 had averaged a little
above that in the second half of last year, in part
because of the hiring of temporary workers for
the census. In the private sector, nonfarm em-
ployment fell in both March and April, partly
owing to an unwinding of an earlier surge in
construction jobs during unseasonably mild win-
ter weather. Job losses also were widespread in
manufacturing; and, with the notable exception
of health services, hiring in the services indus-
tries weakened considerably from the strong
pace of 1989 and early 1990. In April, the civilian
unemployment rate edged up to 5.4 percent.

Industrial production declined in April, re-
flecting a cutback in the manufacture of motor
vehicles that was intended to bring inventories of
new cars into better balance with sales. Indus-
trial activity had been buffeted by a variety of
transitory influences in previous months, includ-
ing strike activity in the aircraft industry, inven-
tory adjustments in the motor vehicle industry,

and unusual winter weather patterns that had
affected the energy output of utilities; neverthe-
less, production in April was about unchanged
from the levels of last December and a year
earlier. Total industrial capacity utilization
slipped in April after a small rise in March;
operating rates in manufacturing had trended
down over the twelve months ending in April as
capacity increased while production remained
about unchanged.

Real personal consumption expenditures
edged lower in March, reversing a small net rise
in the two previous months. Spending for goods
was weak on balance over the three-month pe-
riod, especially for food and apparel items; out-
lays for services continued to be robust, with
notably strong gains for spending on medical
carc. Retail sales fell in April as a result of
reduced purchases of motor vehicles, but upward
revisions to data for the two previous months
suggested a little more strength in consumption
in the first quarter than had been indicated pre-
viously. Housing starts fell sharply in March
after surging earlier in the year. The March
decline likely reflected the effect of higher mort-
gage interest rates along with some payback for
unusually strong housing construction activity in
the two previous months of atypically mild win-
ter weather.

Business capital spending strengthened in the
first quarter of 1990 from a temporarily depressed
fourth-quarter level. Qutlays for nondefense cap-
ital goods rose sharply, partly as a result of a
rebound in shipments of aircraft to domestic
firms after a strike late in the fourth quarter.
Spending for information-processing equipment,
notably computers, also increased while acquisi-
tions of industrial equipment continued to lan-
guish. New orders for business equipment other
than aircraft advanced at a slower pace in the
first quarter. Favorable weather aided nonresi-
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dential construction activity in January and Feb-
ruary; however, the pace of construction activity
fell off in March, and construction permits and
contracts continued to trend down. Manufac-
turing inventories were reduced considerably in
February and March as factory shipments re-
bounded; declines were widespread among pro-
ducers of durable goods, primary metals, fabri-
cated metal products, nonelectrical machinery,
and motor vehicles. For most industries, the
inventory-to-shipments ratio was lower in March
than at year-end. At the retail level, many types
of establishments, including auto dealers, retail
apparel, and general merchandise stores had
trimmed their inventories substantially.

The nominal U.S. merchandise trade deficit
narrowed in February as imports declined
sharply and exports were little changed from
January levels. For the January-February pe-
riod, exports were moderately higher than in the
fourth quarter, led by a rebound in shipments of
aircraft. Over the same time period, the value of
imports fell; a sizable decline in non-oil imports
that was widespread across commodity catego-
ries outweighed higher imports of oil associated
with the rebuilding of stocks depleted during the
unusually cold weather in December. Indicators
of economic activity in the major foreign indus-
trial nations suggested a continuation of modes-
ate growth in real economic activity in most
major West European countries and Japan. De-
clines in industrial production in the United
Kingdom and Canada appeared to be signaling
some slowing of economic growth in these coun-
tries.

Producer prices for finished goods dropped
somewhat further in April, reflecting additional
unwinding of the earlier surge in prices of food
and energy. Producer prices for items other than
food and energy had increased through April at a
slower rate than in 1989. By contrast, consumer
prices continued to rise in March at a faster pace
than in 1989. Weather-related jumps in prices of
food and energy accounted for much of the
pickup in consumer price inflation in the first
quarter, but prices for a wide range of other
goods and services also increased more rapidly.
Labor compensation, as measured by the em-
ployment cost index, rose at a faster rate over the
twelve months ended in March than in the year-

earlier period; wage increases remained fairly
stable, but the cost of benefits jumped, only
partly because of the January hike in social
security taxes. Average hourly earnings in-
creased a little more slowly in April, partly
reflecting a sharp drop in employment in the
relatively high-wage construction industry.

At its meeting on March 27, 1990, the Commit-
tee adopted a directive that called for maintaining
the existing degree of pressure on reserve posi-
tions and that did not include any presumption
regarding the likely direction of any intermeeting
adjustments in policy. The Committee agreed
that some firming or easing in reserve conditions
would be appropriate during the intermeeting
period depending on progress toward price sta-
bility, the strength of the business expansion, the
behavior of the monetary aggregates, and devel-
opments in foreign exchange and domestic finan-
cial markets. With unchanged reserve condi-
tions, M2 and M3 were expected to grow at
annual rates of about 6 and 4 percent respectively
over the period from March through June.

Open market operations in the interval since
the March 27 meeting had been directed at keep-
ing reserve conditions essentially unchanged.
Adjustment plus seasonal borrowing levels
moved up to about $300 million by the end of the
intermeeting period from the $150 million range
prevailing initially, reflecting a normal rise in
seasonal borrowing. The federal funds rate re-
mained in the vicinity of 8% percent over the
period, although funds generally had traded a
little below this level since late April as shortfalls
in federal tax receipts tended to keep nonbor-
rowed reserves at higher-than-expected levels.
Responding to shifting sentiment regarding the
strength of the economy, inflation prospects, and
the likelihood of a near-term tightening of mon-
etary policy, other market interest rates initially
rose in the intermeeting period and then fell
sharply. Short-term rates declined a little on
balance over the period while rates in long-term
debt markets were somewhat higher.

In foreign exchange markets, the trade-
weighted value of the dollar in terms of the other
G-10 currencies declined considerably over the
intermeeting period. Much of the decline oc-
curred following the release in early May of
weaker-than-expected U.S. employment data for
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April and the related drop in U.S. interest rates.
Foreign interest rates showed mixed movements
over the intermecting period; the Japanese stock
market rebounded substantially from its low in
early April. The dollar was weak against the
German mark, which strengthencd against most
currencies as developments appeared to relieve
some concerns about the outlook for inflation in
Germany. Very late in the intermeeting period
the dollar weakened against the yen as well.

Growth of M2 slowed further in April; the
expansion of this aggregate was damped by the
sizable opportunity costs of holding retail depos-
its as interest rates offcred on these accounts
continued to lag behind earlier incrcases in mar-
ket rates. At thrift institutions, conservative rate-
setting reflected the ongoing contraction of their
funding needs during a period of asset reduction.
Banks also held down their deposit rates, as
inflows of retail deposits were proving sufficient
to fund credit expansion. The apparently steeper
contraction of thrift assets, along with slow
credit expansion at banks, held down overall
needs for funds at depository institutions and
resulted in relatively weak M3 growth in April.
Expansion of M2 and M3 through April was a
little above the midpoint and around the lower
end respectively of the ranges cstablished by the
Committee for 1990.

The staff projection prepared for this meeting
suggested that the economy was likely to expand
at a moderate pace over the balance of the year.
Consumer demand, especially for services, was
expected to be a major source of support for
continued growth of the economy. Business cap-
ital spending was projected to increase further in
1990, but the extent of the rise could be limited
somewhat by low profit margins associated with
relatively slow growth in final demands and
lower levels of capacity utilization. Nonresiden-
tial construction activity was expected to be held
down by the overbuilt condition of many com-
mercial real estate markets around the country
along with greater caution on the part of lenders,
Homebuilding was projected to be damped by
the somewhat higher mortgage rates now in
place. Net exports of goods and services were
expected to increase only modestly in real terms
over the rest of the year. The projection assumed
moderate restraint on expenditures at all levels of

government. Price inflation was expected to case
substantially in the months ahecad, following the
bulge earlier in the year; but little improvement
was anticipated in the underlying trend of infla-
tion over the next several quarters, and reduc-
tions in price pressures might ultimately involve
some additional pressures in financial markets.

In the Committee’s discussion of the economic
situation and outlook, members generally agreed
that the current information on business condi-
tions pointed on balance to relatively moderate
but sustained cconomic cxpansion. Final de-
mands appeared to be cxpanding further, though
not rapidly, and available information suggested
that business inventories were quite lean. Fiscal
policy was an important source of uncertainty in
the outiook, though there was some basis for
optimism in light of the discussions on deficit
reductions that were just getting under way be-
tween the Administration and the Congress.
Credit conditions constituted another major arca
of uncertainty; there were reports of tighter
lending constraints, but the cvidence was frag-
mentary and difficult to assess and on balance
seemed to indicate that the effect on the overall
economy remained quite limited. Under circum-
stances in which the economy seemed likely to
retain appreciable forward momentum, many
members were concerned about the outlook for
inflation, given currently high levels of resource
utilization and information on cost and price
developments earlier in the year. Recent data
suggested some rclief from the bulge in prices in
the first quarter; whether underlying inflationary
pressures had intensificd was debatable, but the
members generally agreed that the prospects for
significant reductions in inflation pressures dur-
ing the quarters immediately ahead were not
promising.

With regard to developments in specific sec-
tors of the economy, members expected growth
in consumer spending, notably for services, to
continue to provide the principal momentum for
the expansion. Exports also might expand, given
the outlook for continuing growth in other indus-
trial countries, the prospects for increasing, if
still limited, demands from Eastern Europe, and
more generally the lagged effects of the sizable
decline in the exchange value of the dollar from
its 1989 high. The outlook for business invest-
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ment expenditures was less clear; recent indica-
tors such as new orders for capital equipment
and surveys of business investment plans sug-
gested continuing expansion—and possibly some
quickening over the near term—in spending for
plant and equipment. However, the outlook for
office and other commercial building activity
appeared less favorable in light of the overbuild-
ing in many areas and indications of tighter
constraints on the availability of credit to build-
ers. The prospects for housing construction also
were adversely affected by these factors as well
as the effects of higher mortgage rates. Members
commented that outside the commercial building
and real estate sectors and apart from lending to
finance equity retirements, there was little evi-
dence of more than a mild, if any, curtailment of
credit to business firms in most parts of the
country. To a considerable extent, the retrench-
ment in business lending appeared to reflect
desirable reassessments of credit risks or re-
duced demand for financing. Nonetheless, the
possibility that lenders might restrict credit fur-
ther and to a wider range of borrowers remained
a potential constraint on aggregate economic
activity. Currently low levels of business inven-
tories could be viewed as an element of strength
in the outlook, but limited inventories also im-
plied that, if aggregate demands were to
strengthen materially, production could acceler-
ate considerably and add to pressures on produc-
tive resources, especially given high levels of
resource utilization in the United States and
apparently in many other industrial nations.
With regard to the outlook for prices and
wages, the most recently available data on eco-
nomic activity and prices had tended to ease
concerns that inflationary pressures might be
intensifying. Producer prices for finished goods
had edged lower in recent months, and other key
measures of inflation were expected to show
reduced increases over the months ahead as
sharp earlier advances in food and energy prices
continued to unwind. Nonetheless, there was
some risk that the core rate of inflation, exclud-
ing swings in food and energy prices, might edge
higher at current levels of resource utilization. In
this regard, some members commented that in-
creases in labor compensation costs had tended
to accelerate in recent quarters and that condi-

tions in labor markets continued tight in many
parts of the country. Prices of many services,
notably for health care, were still increasing very
rapidly. Commodity prices had been under spo-
radic upward pressure and remained substan-
tially above earlier levels. The decline in the
value of the dollar to its lowest level since late
1988 on a weighted-average basis, if sustained,
could reverse the favorable effects of earlier
dollar appreciation. Other members acknowl-
edged the potential for a persisting high rate of
inflation, but they continued to anticipate some
progress toward a lower core rate of inflation
over time if their expectations of relatively mod-
erate growth in economic activity were realized.
In support of this view, it was noted that compe-
tition remained strong in many markets for
goods, including competition from imports, and
ongoing additions to capacity in some key indus-
tries experiencing strong demand would help to
hold down inflationary cost pressures. In addi-
tion, the expansion of M2 at a relatively subdued
pace over an extended period suggested that
monetary conditions were consistent with prog-
ress toward reducing inflation.

Turning to the conduct of monetary policy in
the intermeeting period ahead, nearly all of the
members supported a proposal to maintain un-
changed conditions of reserve availability at least
initially following today’s meeting. The members
generally agreed that unchanged reserve condi-
tions could reasonably be expected to be associ-
ated with continued moderate expansion in bus-
iness activity. At the same time, they remained
concerned about the lack of progress against
inflation, and some commented that the need to
contain and ultimately to reduce inflation might
well require a firming of policy at some point.
Price stability, it was emphasized, was a vital
objective of monetary policy and was essential to
the achievement of overall objectives for the
economy. However, recent data on the economy
and prices provided some comfort that inflation
pressures were not building, and there were
some downside risks to the economic outlook
stemming from conditions in financial markets.
Growth of the monetary aggregates had slowed
appreciably and, while there was considerable
uncertainty, credit conditions also could be tight-
ening with potential effects on spending. Partly in
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light of these developments, some members
stressed that it was too soon to conclude that
current monetary policy would not have desired
anti-inflationary effects. Under these circum-
stances, all but one member favored the reten-
tion of unchanged reserve conditions, pending
additional information that might tilt the risks
toward greater price pressures or a weaker econ-
omy.

In the course of this discussion, members
referred to a staff analysis that concluded that, on
the assumption of an unchanged degree of re-
serve pressure, growth of both M2 and M3 was
likely to accelerate somewhat from the recent
pace, with the cumulative expansion of M3 mov-
ing that aggregate more comfortably within the
Committee’s range for the year. Several mem-
bers observed that while the stower growth of M2
and M3 might be explained at least in part by
temporary developments, notably the sluggish
adjustment of deposit interest rates to earlier
increases in short-term market rates and perhaps
the effects of large swings in deposit balances
associated with April tax payments, a failure of
such growth to pick up could be a matter of
increasing concern; in particular, persisting slug-
gishness in monetary growth might reflect a
combination of underlying weakness in the de-
mand for loans in a softening economy and
growing constraints on the availability of credit
to potential borrowers. However, given the vol-
atility of monetary growth rates, members be-
lieved it was premature to reach a firm conclu-
sion on this issue. Moreover, despite its slowing
in recent months, growth of M2 for the year to
date was close to the midpoint of the Commit-
tee’s range, reflecting relatively robust expansion
in late 1989 and early 1990.

With respect to possible adjustments in the
degree of reserve pressure during the period
before the next Committee meeting in early July,
a majority of the members expressed a prefer-
ence for a directive that did not bias prospective
operations toward tightening or easing but made
an intermeeting adjustment, if any, equally likely
in either direction, depending on economic and
financial developments and the behavior of the
monetary aggregates. Other members preferred a
directive that was tilted toward possible tighten-
ing, given their desire to respond promptly to any

indications of greater inflationary pressures and
their judgment that in the current inflationary
environment the next policy move was likely to
be in the tightening direction. Some of these
members commented that such a bias in the
directive would tend, as it became known, to
enhance the credibility of the System’s anti-
inflationary policy and help to make that policy
more effective over time. However, given the
risks to the economy and the uncertainties in the
outlook, these members also could accept a
symmetric directive with regard to intermeeting
adjustments.

At the conclusion of the Committee’s discus-
sion, all except one member indicated that they
preferred or could accept a directive that called
for maintaining the existing degree of pressure on
reserve positions and that did not include any
presumption about the likely direction of adjust-
ments in policy, if any, during the intermeeting
period. With regard to the factors that were
important in considering the need for any inter-
meeting changes in reserve conditions, the Com-
mittee continued to give primary weight to those
bearing on the inflation outlook. Accordingly,
slightly more or slightly less pressure on reserve
positions would be appropriate during the period
ahead depending on progress toward price stabil-
ity, the strength of the business expansion, the
behavior of the monetary aggregates, and devel-
opments in foreign exchange and domestic finan-
cial markets. The maintenance of steady reserve
conditions was expected to be consistent with
somewhat slower monetary expansion in the
current quarter than the members had antici-
pated at the time of the March meeting, including
growth of M2 and M3 at annual rates of about 4
and 3 percent respectively over the three-month
period ending in June. The intermeeting range for
the federal funds rate, which provides one mech-
anism for initiating consultation of the Commit-
tee when its boundaries are persistently ex-
ceeded, was left unchanged at 6 to 10 percent.

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

The information reviewed at this meeting suggests
that economic activity is continuing to expand moder-
ately. Total nonfarm payroll employment increased
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more slowly in March and April after sharp advances
carlier in the year; its average growth thus far this year
has been above that in the second half of 1989, in part
because of the hiring of temporary workers for the
census. In April, the civilian unemployment rate
moved up to 5.4 percent. Industrial production de-
clined in April, reflecting what appears to be a tempo-
rary cutback in the manufacture of motor vehicles.
Consumer spending has been sluggish on balance in
recent months; outlays for goods have been weak
while expenditures for services have remained strong.
Business spending for equipment has been rising, but
construction activity, both residential and nonresiden-
tial, appears to have weakened after a temporary boost
early in the year. The nominal U.S. merchandise trade
deficit narrowed somewhat in January and February
from its average rate in the fourth quarter. Consumer
prices continued to rise at a faster pace in March than
in 1989; producer prices were down somewhat further
in April, reflecting additional unwinding of the earlier
surge in prices of food and energy. The latest data on
employment costs suggest some deterioration in un-
derlying trends.

Short-term interest rates have declined a little on
balance since the Committee meeting on March 27,
while rates in long-term debt markets have risen
slightly over the period. In foreign exchange markets,
the trade-weighted value of the dollar in terms of the
other G-10 currencies declined considerably over the
intermeeting period.

Growth of M2 slowed in April and that of M3
remained relatively weak. Through April, expansion
of M2 and M3 was a little above the midpoint and
around the lower end, respectively, of the ranges
established by the Committee for 1990,

The Federal Open Market Committee seeks mon-
etary and financial conditions that will foster price
stability, promote growth in output on a sustainable
basis, and contribute to an improved pattern of
international transactions. In furtherance of thesc
objectives, the Committee at its meeting in February
established ranges for growth of M2 and M3 of 3to 7
percent and 2'2 to 6% percent respectively, mea-
sured from the fourth quarter of 1989 to the fourth
quarter of 1990. The monitoring range for growth of
total domestic nonfinancial debt was set at 5 to 9
percent for the year. The behavior of the monetary
aggregates will continue to be evaluated in the light

of progress toward price level stability, movements
in their velocities, and developments in the economy
and financial markets.

In the implementation of policy for the immediate
future, the Committee seeks to maintain the existing
degree of pressure on reserve positions. Taking ac-
count of progress toward price stability, the strength
of the business expansion, the behavior of the mone-
tary aggregates, and developments in foreign exchange
and domestic financial markets, slightly greater re-
serve restraint or slightly lesser reserve restraint
would be acceptable in the intermeeting period. The
contemplated reserve conditions are expected to be
consistent with growth of M2 and M3 over the period
from March through June at annual rates of about 4
and 3 percent respectively. The Chairman may call for
Committee consultation if it appears to the Manager
for Domestic Operations that reserve conditions dur-
ing the period before the next meeting are likely to be
associated with a federal funds rate persistently out-
side a range of 6 to 10 percent.

Votes for this action: Messrs. Greenspan, Cor-
rigan, Angell, Boehne, Boykin, Johnson, Kelley,
LaWare, Ms. Seger, and Mr, Stern. Vote against
this action: Mr. Hoskins.

Mr. Hoskins dissented because he preferred a
tightening of reserve conditions to help assure
that progress would be made toward a reduced
rate of inflation and the Committee’s ultimate
objective of price stability. Although price pres-
sures appeared to be receding from the pace of
carly in the year, inflation remained too high. He
reccognized that M2 growth had slowed and there
were potential financial developments that might
have adverse consequences for the expansion,
but he believed that growth of M2 in the bottom
half of the 1990 target range would be desirable in
order to achieve a gradual reduction in inflation
in 1991 and thereafter. Moteover, a timely move
toward greater monetary restraint would en-
hance the credibility and effectiveness of mone-
tary policy in countering the persisting strength
of inflationary pressures.
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Legal Developments

AMENDMENT TO REGULATION T

The Board of Governors is amending 12 C.F.R. Part
220, its Regulation T, to clarify that broker—dealers
may purchase debt securities from an issuer for resale
pursuant to Securities and Exchange Commission
Rule 144A and may make markets in such securities
under the investment banking service exception to the
arranging section in Regulation T. The interpretation is
necessary to avoid frustrating the goals of the SEC in
adopting Rule 144A. It will eliminate the uncertainty
broker—dealers might have that compliance with the
procedures laid out in Rule 144A could result in a
violation of section 7(c) of the Securities Exchange
Act of 1934 and Regulation T adopted thereunder.

Effective July 16, 1990, 12 C.F.R. Part 220 is
amended as follows:

Part 220—Credit by Brokers and Dealers

1. The authority citation for Part 220 continues to read
as follows:

Authority: Sections 3, 7, 8, 17, and 23 of the Securities
Exchange Act of 1934, as amended (15 U.S.C. 78c,
78g, 78h, 78q, and 78w).

2. Section 220.131 is added to read as follows:

Section 220.131—Application of the arranging
section to broker—dealer activities under SEC
Rule 144A

(a) The Board has been asked whether the purchase
by a broker-dealer of debt securities for resale in
reliance on Rule 144 A of the Securities and Exchange
Commission (17 C.F.R. 230.144A)! may be consid-
ered an arranging of credit permitted as an ‘‘invest-
ment banking service’’ under section 220.13(a) of
Regulation T.

1. Rule 144A, 17 C.F.R. 230.144A, was originally published in the
Federal Register at 55 Federal Register 17,933 (April 30, 1990).

(b) SEC Rule 144A provides a safe harbor exemption
from the registration requirements of the Securities
Act of 1933 for resales of restricted securities to
‘‘qualified institutional buyers,”” as defined in the
rule. In general, a ‘‘qualified institutions buyer’’ is an
institutional investor that in the aggregate owns and
invests on a discretionary basis at least $100 million
in securities of issuers that are not affiliated with the
buyer. Registered broker-dealers need only own and
invest on a discretionary basis at least $10 million of
securities in order to purchase as principal under the
rule. Section 4(2) of the Securities Act of 1933
provides an exemption from the registration require-
ments for ‘‘transactions by an issuer not involving
any public offering.”” Securities acquired in a trans-
action under Section 4(2) cannot be resold without
registration under the Act or an exemption there-
from. Rule 144A provides a safe harbor exemption
for resales of such securities. Accordingly, broker—
dealers that previously acted only as agents in inter-
mediating between issuers and purchasers of privately-
placed securities, due to the lack of such a safe harbor,
now may purchase privately-placed securities from
issuers as principal and resell such securities to ‘‘qual-
ified institutional buyers’’ under Rule 144A.

(c) The Board has consistently treated the purchase
of a privately-placed debt security as an extension of
credit subject to the margin regulations. If the issuer
uses the proceeds to buy securities, the purchase of
the privately-placed debt security by a creditor rep-
resents an extension of ‘‘purpose credit’”’ to the
issuer. Section 7(c) of the Securities Exchange Act of
1934 prohibits the extension of purchase credit by a
creditor if the credit is unsecured, secured by collat-
eral other than securities, or secured by any security
(other than an exempted security) in contravention of
Federal Reserve regulations. If a debt security sold
pursuant to Rule 144A represents purpose credit and
is not properly collateralized by securities, the stat-
ute and Regulation T can be viewed as preventing the
broker—dealer from taking the security into inventory
in spite of the fact that the broker—dealer intends to
immediately resell the debt security.

(d) Under section 220.13 of Regulation T, a creditor
may arrange credit it cannot itself extend if the
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arrangement is an ‘‘investment banking service’’ and
the credit does not violate Regulations G and U.
Investment banking services are defined to include,
but not be limited to, ‘‘underwritings, private place-
ments, and advice and other services in connection
with exchange offers, mergers, or acquisitions, ex-
cept for underwritings that involve the public distri-
bution of an equity security with installment or other
deferred-payment provisions.’’ To comply with Reg-
ulations G and U where the proceeds of debt securi-
ties sold under Rule 144A may be used to purchase or
carry margin stock and the debt securities are se-
cured in whole or in part, directly or indirectly by
margin stock (see 12 C.F.R. 207.2(f), 207.112, and
221.2(g)), the margin requirements of the regulations
must be met.

(e) The SEC’s objective in adopting Rule 144A is to
achieve ‘‘a more liquid and efficient institutional
resale market for unregistered securities.’’ To further
this objective, the Board believes it is appropriate for
Regulation T purposes to characterize the participa-
tion of broker—dealers in this unique and limited
market as an ‘‘investment banking service.”” The
Board is therefore of the view that the purchase by a
creditor of debt securities for resale pursuant to SEC
Rule 144A may be considered an investment banking
service under the arranging section of Regulation T.
The market-making activities of broker-dealers who
hold themselves out to other institutions as willing to
buy and sell Rule 144A securities on a regular and
continuous basis may also be considered an arrang-
ing of credit permissible under section 220.13(a) of
Regulation T.

AMENDMENT TO RULES REGARDING
DELEGATION OF AUTHORITY

The Board of Governors is amending 12 C.F.R. Part
265, its Rules Regarding Delegation of Authority, to
delegate to the Staff Director of the Division of Bank-
ing Supervision and Regulation the authority to ap-
prove issuance of the list of foreign margin stocks and
to conform the reference in paragraph (18) to the
recent revision of Regulation T (12 C.F.R. Part 220).

Effective July 18, 1990, 12 C.F.R. Part 265 is
amended as follows:

Part 265—Rules Regarding Delegation of
Authority

1. The authority citation for Part 265 continues to read
as follows:

Authority: Sec. 11(k), 38 Stat. 261 and 80 Stat. 1314; 12
U.S.C. 248(k).

2. Section 265.2 is amended by revising paragraph
(c)(18) to read as follows:

Section 265.2—Specific functions delegated to
Board employees and to Federal Reserve Banks

* 0 ok ok k%

(C)***

(18) Under the provisions of sections 207.6(d),
220.17(f), and 221.7(d) of this chapter (Regulations G,
T, and U, respectively) to approve issuance of the lists
of OTC margin stocks and foreign margin stocks and
to add, omit, or remove any stock in circumstances
indicating that such change is necessary or appropriate
in the public interest.

Orders Issued Under Section 3 of the Bank
Holding Company Act

Capital InterAmerica Bancorp
New York, New York

Order Approving Formation of a Bank Holding
Company

Capital InterAmerica Bancorp (‘‘Capital’’), New
York, New York, has applied for the Board’s approval
pursuant to section 3(a)(1) of the Bank Holding Com-
pany Act (““BHC Act”) (12 U.S.C. § 1841), to become
a bank holding company by acquiring 100 percent of
the voting shares of New York Capital Bank N.A.
(“‘Bank’’), New York, New York.

Bank was formed to purchase certain assets and
assume substantially all of the deposits of Capital
National Bank (‘‘CNB’’), New York, New York.
CNB has been declared insolvent by the Office of the
Comptroller of the Currency. In view of this situation
and the need for immediate action to prevent the
disruption of service to CNB’s depositors, the Board
has determined, pursuant to section 3(b) of the BHC
Act (12 U.S.C. § 1842(b)), section 225.14(h) of Reg-
ulation Y (12 C.F.R. 225.14(h)), and section 262.3(])
of the Board’s Rules of Procedure (12 C.F.R.
262.3(1)), to dispense with the notice provisions of
the BHC Act and to act immediately on the applica-
tion.

Capital is a non-operating company formed for the
purpose of acquiring Bank. Bank is one of the smaller
commercial banking organizations in New York,
controlling deposits of $145.8 million, representing
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less than 1 percent of total deposits in commercial
banking organizations in the State.! Consummation of
the proposal would not result in any significantly adverse
effects on the concentration of banking resources in
New York.

Bank competes in the Metropolitan New York-
New Jersey banking market,? and its deposits repre-
sent less than 1 percent of the total deposits in
commercial banking organizations in the market.
Principals of Capital and Bank are not associated
with any other banking organization in the market.
Based on the facts of record, consummation of this
proposal would not result in any adverse effects
upon competition or increase the concentration of
banking resources in any relevant market. Accord-
ingly, the Board concludes that competitive consid-
erations are consistent with approval of this applica-
tion.

In light of the capital that the principal sharehold-
ers of Capital propose to provide to Bank and other
commitments, the financial and managerial resources
and future prospects of Capital and Bank are consis-
tent with approval. Considerations relating to the
convenience and needs of the communities to be
served also are consistent with approval.

Based on the foregoing and other facts of record,
the Board’s General Counsel and the Acting Staff
Director of the Division of Banking Supervision and
Regulation, acting pursuant to authority delegated to
them by the Board, have determined that the appli-
cation should be, and hereby is, approved. The
transaction may be consummated immediately but in
no event later than three months after the effective
date of this Order unless such period is extended for
good cause by the Board or by the Federal Reserve
Bank of New York acting pursuant to delegated
authority.

By order of the General Counsel and the Acting
Staff Director of the Division of Banking Supervision
and Regulation, effective July 6, 1990.

JENNIFER J. JOHNSON
Associate Secretary of the Board

1. Banking data are as of March 30, 1990. Market data are as of
June 30, 1988.

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

Cho Hung Bank
Seoul, Korea

Order Approving Formation of a Bank Holding
Company

Cho Hung Bank, Seoul, Korea (‘‘Applicant’’), has
applied for the Board’s approval under section 3(a)(1)
of the Bank Holding Company Act of 1956, as
amended (12 U.S.C. § 1842(a)(1)) (*“BHC Act™), to
become a bank holding company by acquiring all of the
outstanding voting shares of Cho Hung Bank of New
York, New York, New York (‘‘Bank’’).

Notice of the application, affording an opportunity
for interested persons to submit comments, has been
given in accordance with section 3(b) of the BHC Act
(55 Federal Register 11,652 (1990)). 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(c) of the BHC Act
(12 U.S.C. § 1842(c)).

Applicant, with total banking assets of approxi-
mately $16.5 billion, is the sixth largest banking insti-
tution in Korea and the 224th largest commercial bank
in the world.! Applicant has 239 offices in Korea and
operates nine overseas offices, including a branch in
New York, an agency in San Francisco, and a limited
branch in Chicago.

Bank, a de novo state-chartered institution, would
provide banking services to small and medium-size
businesses and retail customers in the Metropolitan
New York-New Jersey banking market.2 In view of
the de novo status of Bank and based upon the facts in
the record, the Board concludes that the proposed
transaction will have no adverse effect on existing or
probable future competition, nor will it increase the
concentration of resources in any relevant market.

Section 3(c) of the BHC Act requires in every case
that the Board consider the financial resources of the
applicant and the banking organization to be acquired.
In this case, the Board notes that the stated primary
capital ratio of Applicant is in conformance with the
capital guidelines established by the Board for bank
holding companies. Further, Applicant’s capital meets
the 1990 interim risk-based guidelines, and exceeds the
1992 minimum standard adopted by the Basle Commit-

1. Asset data are as of December 31, 1989, and ranking data are as
of December 31, 1988,

2. The Metropolitan New York-New Jersey banking market in-
cludes New York City; Nassau, Orange, Putnam, Rockland, Suffolk,
Sullivan, and Westchester Counties in New York; Bergen, Essex,
Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean, Passaic,
Somerset, Sussex, Union, and Warren Counties in New Jersey; and
parts of Fairfield County in Connecticut. Under the revised Depart-
ment of Justice Merger Guidelines, 49 Federal Register 26,823 (1984),
this market is considered unconcentrated.
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tee on Banking Regulation and Supervisory Prac-
tices. In view of these and other facts of record, the
Board has determined that financial factors are con-
sistent with approval of the application.

The managerial resources and future prospects of
Applicant are consistent with approval. The Board
has also determined that considerations relating to
the convenience and needs of the community to be
served are consistent with approval.

Based on the foregoing and other facts of record,
the Board has determined that consummation of the
proposed transaction would be consistent with the
public interest. Accordingly, the Board has deter-
mined that the application should be, and hereby is,
approved. The acquisition of Bank shall not be
consummated before the thirtieth calendar day fol-
lowing the effective date of this Order, or later than
three months after the effective date of this Order,
and Bank shall be opened for business within six
months after the effective date of this Order, unless
such periods are extended for good cause by the
Board or by the Federal Reserve Bank of New York,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
July 30, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Orders Issued Under Section 4 of the Bank
Holding Company Act

Banc One Corporation
Columbus, Ohio

Order Approving Application to Engage in
Underwriting and Dealing in Certain Securities to a
Limited Extent and in Other Securities Related
Activities

Banc One Corporation, Columbus, Ohio (‘‘Banc
One’’), a bank holding company within the meaning
of the Bank Holding Company Act (‘‘BHC Act”’),
has applied for the Board’s approval under section
4(c)(8) of the BHC Act (12 U.S.C. § 1843(c)(8)) and
section 225.23 of the Board’s Regulation Y
(12 C.F.R. 225.23) for its wholly owned subsidiary,
Banc One Capital Corporation, Columbus, Ohio

(**Company’’),! to engage to a limited extent in
underwriting and dealing in:
(1) municipal revenue bonds, including certain in-
dustrial development bonds;
(2) 1-4 family mortgage-related securities;
(3) commercial paper; and
(4) consumer-receivable-related securities (‘*CRRs”’)
(collectively ‘‘ineligible securities’’).

Banc One has also applied for Company to:

(1) offer futures commission merchant services,
pursuant to sections 225.25(b)(18) and (b)(19) of the
Board’s Regulation Y (12 C.F.R. 225.25(b)(18) and
(b)(19));

(2) provide advice in connection with mergers, ac-
quisitions, divestitures, recapitalizations, and fi-
nancing transactions; perform valuation services;
render fairness opinions in connection with mergers,
acquisitions, and similar transactions; and offer ad-
vice in connection with the structuring and arrang-
ing for loan syndications, interest rate swaps, inter-
est rate caps, and similar transactions (collectively,
“financial advisory services’’); and

(3) underwrite and deal in securities that state mem-
ber banks are permitted to underwrite and deal in
under section 16 of the Banking Act of 1933 (the
“Glass—Steagall Act’”) (12 U.S.C. §§ 24 (Seventh)
and 335) (hereinafter ‘‘bank-eligible securities™), as
permitted by section 225.25(b)(16) of the Board’s
Regulation Y (12 C.F.R. 225.25(b)(16)). Banc One
also proposes that Company provide investment
advisory and brokerage activitics separately and on
a combined basis subject to conditions established
by the Board.?2

Banc One, with approximately $40.6 billion in as-
sets, is the second largest commercial banking organi-
zation in Ohio.? It operates 54 subsidiary banks and
engages directly and through subsidiaries in a broad
range of permissible nonbanking activities in the
United States.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been published (55 Federal Register 10,827
(1990)). The time for filing comments has expired, and
the Board has considered the application and all

1. Banc One would commence these activities through its acquisi-
tion of Meuse, Rinker, Chapman, Endres & Brooks, Columbus, Ohio
(“‘Meuse, Rinker"'), a full service broker—dcaler.

2. See 12 C.E.R. 225.25(b)4) and (15); Bank of New England
Corporation, 74 Federal Reserve Bulletin 700 (1988); and PNC Finan-
cial Corp, 75 Federal Reserve Bulletin 396 (1989).

3. Asset data are as of March 31, 1990. Ranking, based on deposits,
is as of December 31, 1989,
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comments received in light of the public interest
factors set forth in section 4(c)(8) of the BHC Act.

Underwriting and Dealing in Ineligible Securities

The Board has previously determined by order that the
conduct of the proposed ineligible securities under-
writing and dealing activity is consistent with section
20 of the Glass—Steagall Act (12 U.S.C. § 377), pro-
vided the underwriting subsidiary derives no more
than 10 percent of its total gross revenue from under-
writing and dealing in the approved securities over any
two-year period.* The Board further found that, sub-
ject to the prudential framework of limitations estab-
lished in those cases to address the potential for
conflicts of intercst, unsound banking practices or
other adverse effects, the proposed underwriting and
dealing activities are so closely related to banking as to
be a proper incident thereto within the meaning of
section 4(c)(8) of the BHC Act. Banc One has com-
mitted to conduct its ineligible underwriting and deal-
ing activities subject to the 10 percent revenue test and
the prudential limitations established by the Board in
its previous Orders.s

4. Citicorp, J.P. Morgan & Co. Incorporated and Bankers Trust
New York Corporation, 73 Federal Reserve Bulletin 473 (1987) (“*Cit-
icorp/MorganiBankers Trust'), aff’d sub nom., Securities {ndustry
Associdtion v, Board of Governors of the Federal Reserve System, 839
F.2d 47 (2d Cir. 1988), cert. denied, 108 S. Ct. 2830 (1988) (*'SI4 v.
Board™), and Chemical New York Corporation, The Chase Manhat-
tan Corporation, Bankers Trust New York Corporation, Citicorp,
Muanufucturers Hanover Corporation and Security Pacific Corpora-
tion, 73 Federal Reserve Bulletin 734 (1987) (*“Chemical");, as modi-
fied by Order Approving Modifications to Section 20 Orders, 75
Federal Reserve Bulletin 751 (1989) (**Modification Order’).

5. The industrial development bonds approved for Banc One 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 pollu-
tion control facilities). Without further approval from the Board,
Company may underwrite and deal in only these types of industrial
development bonds, except as permitted by this Order.

Company may also provide services that are necessary incidents to
these approved activities. Any activity conducted as a necessary
incident to the incligible securities activity must be treated as part of
the incligible securities activity unless Company has received specific
approval under section 4(¢c)8) of the BHC Act to conduct the activity
independently. Until such approval is obtained, any revenues from the
incidental activity must be counted as ineligible revenue subject to the
10 percent gross revenue limit set forth in Citicorp/Morgan/Bankers
Trust and Modification Order. This 10 percent gross revenue limit
should be calculated in accordance with the method stated in J. P,
Morgan & Company, Incorporated, The Chase Manhattan Corpora-
tion, Bankers Trust New York Corporation, Citicorp, and Security
Pacific Corporation, 75 Federal Reserve Bulletin 192 (1989). Thus, to
determine compliance with this limitation during the first two-year
period in which the underwriting subsidiary engages in ineligible
securities underwriting and dealing activitics, revenucs from these
ineligible securities activities for each quarter during this two-year
period, when added to the revenues from ineligible activities for each
previous quarter during the period, may not exceed 10 percent of the
subsidiary’s total gross rcvenues for that quarter and all previous
quarters during the two-year period. For each quarter after the first

Full-Service Brokerage Activities

The Board has previously determined thai providing
full-service securities brokerage services to toth insti-
tutional and retail customers is closely related to
banking, and a proper incident to banking under
section 4(¢)(8) of the BHC Act, and does not violate
the Glass—Steagall Act.®

Under this proposal, Company would provide full-
service brokerage services to institutional and retail
customers with respect to ineligible securities that
Company may hold as principal in connection with its
authorized underwriting and dealing activities. In con-
nection with this activity, Banc One has made com-
mitments regarding disclosure that have been ap-
proved by the Board in previous Orders.?

Specificaily, Banc One has committed to provide
full and appropriate disclosure of its interest in any
transaction, as required by securities laws and fidu-
ciary principles. Company will inform each brokerage/
advisory customer at the commencement of the cus-
tomer relationship that, as a general matter, Company
might be a principal, or might be engaged in an
underwriting, with respect to, or might purchase from
an affiliate, those securities for which brokerage/advis-
ory services are being provided. At the time a broker-
age order is being taken, the customer will be informed
whether Company is acting as agent or as principal
with respect to the sccurity. Confirmations sent to
customers also will state whether Company is acting
as agent or principal.

Moreover, Company will conduct its brokerage and
advisory activities within the same framework ap-
proved by the Board in Bank of New England Corpo-
ration. Thus, Banc One has committed that, before
providing any brokerage or advisory services to cus-
tomers, Company will prominently disclose in writing
to each such customer that Company is not a bank and
is separate from any affiliated bank, and that the
securities sold, offered, or recommended by Company
are not deposits, are not insured by the Federal
Deposit Insurance Corporation, are not guaranteed by

two years of operation, revenues from incligible securitics underwrit-
ing and dealing activitics tor that quarter, when added to the gross
revenues from ineligible securitics activities for the previous seven
quarters, may not exceed 10 percent of total gross revenues of the
subsidiary for that quarter and the previous seven quarters, Gross
revenues for the period would be calculated under generally accepted
accounting principles.

6. Bunk of New Englund Corporation, 74 Federal Reserve Bulletin
700 (1988); Bankers Trust New York Corporation, 74 Federal Reserve
Bulletin 695 (1988); and PNC Financial Corp, 75 Federal Reserve
Bulletin 396 (1989).

7. PNC Financigl Corp, 75 Federal Reserve Bulletin at 397-398;
Bankers Trust New York Corporation, 74 Federal Reserve Bulletin at
696-698.
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an affiliated bank, and are not otherwise an obligation
of an affiliated bank, unless such is in fact the case.8

Financial Advisory Services

Applicant has applied to provide financial advisory
services previously approved by the Board in Signer
Banking Corporation, 73 Federal Reserve Bulletin 59
(1987). Applicant would conduct its financial advisory
activities in compliance with the conditions required
by the Board in its prior Orders. See Canadian Impe-
rial Bank of Commerce, 74 Federal Reserve Bulletin
571 (1988). Applicant proposes to offer these services
to financial and nonfinancial institutions and individu-
als whose net worth (or joint net worth with a spouse)
exceeds one million dollars. The Board believes that
the provision of financial advisory services to high net
worth individuals would not result in significant ad-
verse effects since these customers would be finan-
cially sophisticated and thus unlikely to place undue
reliance on advice received.® Accordingly, Company
may offer these services to high net worth individuals
and financial and nonfinancial institutions.

Director Interlocks

Banc One has requested that the Board permit director
interlocks between its section 20 subsidiary and its
affiliated banks. Banc One proposes that two directors
of its subsidiary banks be permitted to serve on the
section 20 subsidiary’s board of directors, which
would be composed of five directors. These directors
are not officers of the affiliated banks, nor do they have
authority to conduct the day-to-day business of the
banks or handle individual bank transactions. No
officers of the section 20 subsidiary would be em-
ployed by the banks. Banc One maintains that these
director interlocks would permit appropriate oversight
and supervision of its subsidiaries.

The Board has previously permitted interlocks be-
tween a banking organization and its affiliated sec-
tion 20 company.!® In addition, the Board has re-
quested comment on modifying the section 20 pruden-

8. Moreover, Company proposes to exercise discretionary portfolio
management for institutional customers only, subject to the same
limitations contained in the Board’s J.P. Morgan & Co. Inc. Order,
73 Federal Reserve Bulletin 810 (1987). Investment advice would be
provided on an integrated basis, i.e., Company would not charge an
explicit fee for the investment advice and would receive fees only for
transactions executed for customers.

9. See, e.g., Manufacturers Hanover Corporation, 73 Federal
Reserve Bulletin 930 (1987).

10. Canadian Imperial Bank of Commerce, The Royal Bank of
Canada, Barclays PLC, and Barclays Bank PLC, 76 Federal Reserve
Bulletin 158 (1990) (‘*Canadian Imperial’’). As the Board noted in this
Order, various proposals to amend the Glass-Steagall Act would not
have required a complete prohibition on interlocks.

tial framework to permit interlocks with affiliated
banks so long as a majority of the board is not
comprised of bank officers or directors. Banc One has
agreed to abide by the results of the Board’s review.
Accordingly, the Board finds that these limited inter-
locks should be permitted, since it appears that Com-
pany would be operationally distinct from its affiliated
banks. The Board expects that Banc One will ensure
that the framework established pursuant to Citicorp/
Morgan/Bankers Trust will be maintained in all other
respects.!!

Nonconforming Activities

Banc One’s acquisition of Meuse, Rinker represents
the first acquisition of a securities firm by a bank
holding company as a means to begin the bank-
ineligible securities underwriting activity. The fact that
Meuse, Rinker is a broker—dealer engaged in activities
that would not be permissible for bank holding com-
panies raises the question about nonconforming activ-
ities. Upon consummation of this transaction, Meuse,
Rinker will have ceased all activities and divested all
impermissible assets, with two exceptions, other than
those that Banc One has applied in this application to
conduct.

Banc One has requested that the Board permit its
section 20 subsidiary one year to fulfill existing obli-
gations to underwrite and deal in private purpose
industrial development bonds, and six months to fulfill
existing obligations to provide private placement ser-
vices to existing clients. The Board believes that, on
the basis of the facts of this case and commitments
made by Banc One concerning these activities, it is
reasonable to permit Company these limited time
periods to complete these transactions and divest
impermissible assets in order to fulfill Meuse, Rinker’s
obligations. !2

Financial Factors, Managerial Resources and Other
Considerations

Consummation of the proposal would provide added
convenience to Banc One’s customers and would not

11. The Board’s approval of the proposed underwriting and dealing
activities extends only to Company. The activities may not be
conducted by Banc One in any other subsidiary without prior Board
review. Pursuant to Regulation Y, no corporate reorganization of
Company, such as the ¢stablishment of subsidiaries of Company to
conduct the activities, may be consummated without prior Board
approval.

12. The revenue derived from these activities would constitute a
small portion of Company’s overall revenue. Revenues that Company
derives from underwriting and dealing in private purpose industrial
development bonds and private placements would be counted as
revenues from underwriting and dealing in ineligible securities during
the divestiture periods.
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significantly decrease competition. With regard to
each of the proposed activities, Banc One has commit-
ted to adhere to limitations the Board previously has
found adequate to address the possibility of adverse
effects arising from such activities, and the record
does not indicate that the proposal would result in
undue concentration of resources, decreased or unfair
competition, conflicts of interest, unsound banking
practices, or other adverse effects. Accordingly, based
upon the facts of record and the commitments made by
Banc One regarding the conduct of these activities, the
Board has determined that the performance of the
proposed activities by Banc One can reasonably be
expected to produce public benefits which would
outweigh adverse effects under the proper incident to
banking standard of section 4(c)(8) of the BHC Act.

Based on the foregoing, the Board has determined
to, and hereby does, approve the application subject to
all the terms and conditions established in this Order
and the above-mentioned regulations and orders, ex-
cept the market share limitation.

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 com-
pany 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.

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

By order of the Board of Governors, effective
July 16, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Bancorp Hawaii, Inc.
Honolulu, Hawaii

Order Approving the Acquisition of Savings
Associations

Bancorp Hawaii, Inc., Honolulu, Hawaii (‘‘Bancorp’’),
a bank holding company within the meaning of the
Bank Holding Company Act (the “BHC Act”), has
applied for the Board’s approval under section 4(c)(8)

of the BHC Act (12 U.S.C. § 1843(c)(8)) and section
225.23 of the Board’s Regulation Y (12 C.F.R. 225.23),
to acquire FirstFed America, Inc., Honolulu, Hawaii
(‘‘FirstFed’’), a savings and loan holding company,
and, pursuant to section 225.25(b)(9) of the Board’s
Regulation Y (12 C.F.R. 225.25(b)(9)), thereby engage
in operating savings associations through FirstFed’s
subsidiaries, First Federal Savings & Loan Associa-
tion of America, Honolulu, Hawaii (‘‘FirstFed-Ha-
waii’’), First Savings and Loan Association of Amer-
ica, Dededo, Guam (‘‘FirstFed-Guam’’), and FirstFed
America Bank, F.S.B., Logan, Utah (‘“FirstFed-
Utah™’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (55 Federal Register 7565 (1990)). 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 sec-
tion 4(c)(8) of the BHC Act.

Section 601 of the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989, Pub. L.
No. 101-73, § 601, 101 Stat. 183, 408 (1989) (as codi-
fied at 12 U.S.C. § 1843()) (“FIRREA’’), permits the
Board to approve an application by a bank holding
company to acquire a savings association under sec-
tion 4(c)(8) of the BHC Act. Pursuant to this authority,
the Board has determined that the operation of a
savings association is closely related and a proper
incident to banking and is permissible for bank holding
companies. 12 C.F.R. 225.25(b)(9).!

Bancorp, which operates two banking subsidiaries,
has total consolidated assets of $8.3 billion and is the
largest commercial banking organization in Hawaii.?
Bancorp also engages through several subsidiaries in
permissible nonbanking activities.

FirstFed, a savings and loan holding company,
controls total assets of $906.6 million. FirstFed oper-
ates one savings association subsidiary in each of
Hawaii and Utah and one subsidiary with branches in
Guam and Saipan. FirstFed-Hawaii controls total as-
sets of $802.2 million. FirstFed-Utah controls total
assets of $38.0 million. FirstFed-Guam controls total
assets of $66.4 million in Guam and Saipan.

1. In making this determination, the Board required that savings
associations acquired by bank holding companies conform their direct
and indirect activities to those activities permissible for bank holding
companies under section 4 of the BHC Act. Bancorp proposes to
conform all of the direct and indirect activities of FirstFed and
FirstFed’s subsidiaries to the requirements of section 4 of the BHC
Act upon consummation.

2. Asset data are as of December 31, 1989. All other data are as of
June 30, 1989, except market specific thrift deposits in Hawaii and
market specific banking deposits in Guam and Saipan, which are as of
June 30, 1988.
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In order to approve these applications, the Board is
required to determine that the performance of the
proposed activities by Bancorp ‘‘can reasonably be
expected to produce benefits to the public . . . that
outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C. § 1843(c)(8).

The financial and managerial resources and future
prospects of Bancorp, its bank subsidiaries, FirstFed,
and its savings association subsidiaries are consistent
with approval. The Board believes that bank holding
companies must maintain adequate capital at savings
associations they propose to acquire. In this case, all
of the savings association subsidiaries of FirstFed
meet or exceed the requisite capital levels. Upon
consummation, the Tier 1 capital of each savings
association subsidiary of FirstFed, exclusive of all
intangible assets, will be equivalent to at least three
percent of its total assets. In addition, Bancorp has
committed that each of FirstFed’s savings association
subsidiaries will meet all present and future minimum
capital ratios adopted for savings associations by the
Office of Thrift Supervision or the Federal Deposit
Insurance Corporation.

Upon consummation of the proposed acquisition,
Bancorp would control $9.2 billion in deposits in
Hawaii, representing approximately 39.8 percent of
the total deposits in depository institutions in Hawaii.
In the Board’s view, consummation of this proposal
would not have a significantly adverse effect upon the
concentration of banking organizations in Hawaii,
Guam, or Saipan.

Bancorp and FirstFed-Hawaii compete directly in
all five banking markets in Hawaii,? as well as in the
Guam and Saipan banking markets. In the Honolulu
market,* Bancorp is the largest depository institution,
controlling deposits of $4.1 billion, representing
35.9 percent of the market deposits.S FirstFed-Hawaii
is the seventh largest depository institution in the
market, controlling deposits of $281.5 million, repre-

3. The following are the banking markets in Hawaii: Honolulu;
Maui; East Hawaii Island; West Hawaii Island; and Kauai. The Board
currently has under review the definitions of the banking markets in
Hawaii in connection with another proposal. That review does not
affect the Board's decision on this application,

4. The Honolulu, Hawaii, banking market is approximated by
Honolulu County, Hawaii, which is coextensive with the Island of
Oahu.

5. The pre-consummation market deposit statistics are based on
calculations in which the deposits of FirstFed’s savings association
subsidiaries and all other savings associations are included at
50 percent. Upon consummation of the proposal, FirstFed would be
affiliated with a commercial banking organization, Therefore, on a pro
Sforma basis, the deposits of FirstFed's savings association subsidiar-
ies are included at 100 percent, while the deposits of other savings
associations continue to be included at 50 percent.

senting 2.4 percent of the market deposits. Upon
consummation of this proposal, Bancorp would con-
trol 39.8 percent of the market deposits. The Honolulu
banking market is considered to be highly concen-
trated. Upon consummation of the proposal, the Her-
findahl-Hirschman Index (‘‘HHI*’) would increase by
249 points to 2411.6

Bancorp and FirstFed-Hawaii also compete directly
in the Maui banking market.” Bancorp is the largest of
sixteen depository institutions in the market, control-
ling deposits of $370.0 million, representing 38.2 per-
cent of the market deposits. FirstFed-Hawaii is the
sixth largest depository institution in the market, con-
trolling deposits of $18.0 million, representing 1.8
percent of the market deposits. Upon consummation
of the proposal, Bancorp would control 41.{ percent of
the market deposits. The Maui banking market is
considered to be highly concentrated. Upon consum-
mation of the proposal, the HHI would increase by 187
points to 2837.

Although consummation of the proposal would re-
sult in the elimination of a competitor in both the
Honolulu and Maui banking markets, the Board be-
lieves that several factors mitigate the potential anti-
competitive effects of this proposal with respect to
both markets. The Board notes that, following con-
summation of the proposal, eighteen commercial
banks and five savings associations would remain in
the Honolulu market and eleven commercial banks
and four savings associations would remain in the
Maui market, including the state’s larger commercial
banking organizations and savings associations. The
Board also has considered the presence of savings
associations in its analysis of the proposal. The Board
previously has indicated that savings associations
have become, or have the potential to become, major
competitors of commercial banks.®8 In addition, the
Board also has considered the strong presence of

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

7. The Maui banking market is approximated by Maui County,
Hawaii, which is coextensive with Island of Maui.

8. Midwest Financial Group, 75 Federal Reserve Bulletin 386
(1989); CB&T Bancshares, Inc., 75 Federal Reserve Bulletin 381
(1989); National City Corporation, 70 Federal Reserve Bulletin 743
(1984),
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credit unions in both the Honolulu and Maui markets.?
Moreover, FirstFed-Hawaii does not at present en-
gage in commercial lending activities. Consequently,
the proposed acquisition would not eliminate a com-
petitor for the provision of commercial loans.

In light of the facts of record, including the number
and types of competitors remaining in the market, the
role of credit unions in the market, and other mitigat-
ing facts of record, the Board has concluded that
consummation of the proposal would not have a
significantly adverse effect on competition in either the
Honolulu or Maui banking markets,

The Board also has examined the effects of the
proposal in the other five banking markets in which
Bancorp and FirstFed compete. Although each market
is considered to be highly concentrated, the increase in
the HHI in each market upon consummation of the
proposal, after including SO percent of the deposits
held by savings associations in the calculation of
market data, would not exceed the limits provided in
the revised Department of Justice Merger Guidelines.
In addition, numerous banks and savings associations
would remain in most of the markets following con-
summation of the proposal.1°

In light of the facts of record, including the number
and types of competitors remaining in the markets, the
role of credit unions in the markets, and other mitigat-
ing facts of record, the Board has concluded that
consummation of the proposal is not likely to result in
a significantly adverse effect on competition in these
markets.

Consummation of this proposal is not likely to result
in any significantly adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking
practices. Accordingly, based upon consideration of
all the relevant facts, the Board has determined that
the balance of the public interest factors that the Board
is required to consider under section 4(c)(8) of the

9. The number of credit unions per capita and the amount of credit
union deposits per capita in Hawaii exceed those of all other states
except Alaska.

10. The following data indicate the changes in the market share and
HHI upon consummation of the proposal:

In the Guam banking market, Bancorp would control 25.7 percent
of the market deposits. The HHI would increase by 108 to 2116.

In the Eastern Hawaii banking market, Bancorp would control 40.9
percent of the market deposits. The HHI would increase by 78 points
to 2633.

In the Western Hawaii banking market, Bancorp would control 38.9
percent of the market deposits. The HHI would increase by 131 points
to 3068.

In the Kauai banking market, Bancorp would control 40.0 percent
of the market deposits. The HHI would increase by 68 points to 3057.

In the Saipan banking market, Bancorp would control 22.4 percent
of the market deposits. The HHI would increase by 19 points to 3545,

BHC Act is favorable and consistent with approval of
Bancorp’s application to acquire FirstFed.
Accordingly, based on all facts of record, the Board
has determined that the application should be, and
hereby is, approved. This determination is also subject
to all of the conditions established in the Board’s
Regulation Y, including sections 225.4(d) and 225.23
(12 C.F.R. 225.4(d) and 225.23), and to the Board’s
authority to require such modifications or termination
of the activities of a bank holding company or any of
its subsidiaries as the Board finds necessary to assure
compliance with, or to prevent evasion of, the provi-
sions and purposes of the BHC Act and the Board’s
regulations and orders issued thereunder. The trans-
action shall be made not later than three months after
the effective date of this Order, unless such period is
extended for good cause by the Board or by the
Federal Reserve Bank of San Francisco, pursuant to

_ delegated authority.

By order of the Board of Governors, effective
July 23, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Creditanstalt-Bankverein
Vienna, Austria

Order Approving Application to Provide Brokerage
Services on a Separate Basis, Investment Advisory
and Brokerage Services on a Combined Basis, To
Buy and Sell Securities on the Order of Investors As
“Riskless Principal,”’ and to Provide Certain
Carporate Financial Advisory Services

Creditanstalt-Bankverein, Vienna, Austria (‘‘Credi-
tanstalt™), a bank holding company within the mean-
ing of the Bank Holding Company Act (‘*‘BHC Act’’),
has applied for the Board’s approval under section
4(c)(8) of the BHC Act (12 U.S.C. § 1843(c)(8)) and
section 225.23(a)(2) of the Board’s Regulation Y
(12 C.F.R. 225.23(a)(2)) for its wholly owned subsid-
iary, Creditanstalt International Advisers, Inc., New
York, New York (‘*Advisers’’), to provide investment
advisory and securities brokerage services on a com-
bined basis (‘‘full-service brokerage’’), to engage in
brokerage services separately, to buy and sell all types
of securities on the order of investors as a “‘riskless
principal,”” and to provide corporate financial advisory
services.
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Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (55 Federal Register 25,173 (1990)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors
set forth in section 4(c)(8) of the BHC Act.

Creditanstalt, with consolidated assets equivalent
to approximately $49.6 billion, is the largest banking
organization in Austria.! In the United States, Cred-
itanstalt operates a branch office in New York, a
subsidiary providing investment advisory services in
California, and a subsidiary providing advisory and
portfolio management activities, pursuant to the
Board’s Regulation K, from offices in New York.

Brokerage Activities

Applicant proposes to provide full-service brokerage
services, as well as brokerage services separately.
The Board has previously determined by regulation
that provision of brokerage services separately is a
permissible nonbanking activity for bank holding
companies under section 4(c)(8) of the BHC Act.2
The Board has previously determined by order that
full-service brokerage is a permissible nonbanking
activity for bank holding companies under section
4(c)(8) of the BHC Act. The Bank of Tokyo, Ltd., 76
Federal Reserve Bulletin 654 (1990) (‘‘Bank of To-
kyo’’); PNC Financial Corporation, 75 Federal Re-
serve Bulletin 396 (1989)(‘‘PNC’’); Bankers Trust
New York Corporation, 74 Federal Reserve Bulletin
695 (1988) (‘‘Bankers Trust’). Creditanstalt pro-
poses to engage in full-service brokerage in accord-
ance with all of the conditions set forth in these
orders.

Creditanstalt also proposes that officers of Credi-
tanstalt be permitted to serve as directors of Advis-
ers and that one officer of a U.S. branch or agency of
Creditanstalt be permitted to serve as a director of
Advisers.3 The individual from the U.S. branch or
agency will not represent Advisers in its dealings with
customers, but the interlock would permit Creditanstalt
to supervise effectively the operations of Advisers. In
light of these facts, Creditanstalt’s proposal in this
respect is consistent with previous Board orders. See
Bank of Tokyo; The Bank of Nova Scotia, 74 Federal
Reserve Bulletin 249 (1988); National Westminster
Bank PLC, 72 Federal Reserve Bulletin 584 (1986). See
also Canadian Imperial Bank of Commerce, The Royal

1. Data are as of December 31, 1989.

2. Section 225.25(b)(15) of Regulation Y, 12 C.F.R. 225.25(b)(15).

3. Deposits in the U.S. branch and agencies of Creditanstalt are not
insured by the FDIC.

Bank of Canada, Barclays PLC, Barclays Bank PLC,
76 Federal Reserve Bulletin 158 (1990).

Creditanstalt also proposes that Advisers make
available its full-service brokerage services to certain
retail customers.4 Creditanstalt has committed to
conduct this activity in accordance with the Board’s
orders approving the combination of investment ad-
visory and securities brokerage services for retail
customers. See, ¢.g., PNC; Bank of New England
Corporation, 74 Federal Reserve Bulletin 700 (1988);
Bankers Trust.s

In addition, Advisers will provide discretionary
investment management for institutional customers
only, under the same terms and conditions as previ-
ously approved by the Board. See J.P. Morgan and
Company, Inc., 73 Federal Reserve Bulletin
810 (1987). Such discretionary investment manage-
ment services will not be provided for retail custom-
ers,

Financial Advisory Services

Creditanstalt has applied to engage, through Advis-
ers, in the following corporate financial advisory
activities:
(1) furnishing general economic information and
advice, general economic statistical forecasting ser-
vices and industry studies;
(2) providing financial advice to state and local
governments, such as with respect to the issuance of
their securities;
(3) providing advice regarding the structuring of and
arranging for loan syndications, interest rate
‘‘swaps,’’ interest rate ‘‘caps,”’ and similar transac-
tions;
(4) providing advice in connection with financing
transactions;
(5) providing valuation services;
(6) providing advice in connection with mergers,
acquisitions and divestitures;
(7) rendering fairness opinions in connection with
mergers, acquisitions, and similar transactions; and
(8) conducting feasibility studies.

The Board has previously determined by regulation
that the first two proposed financial advisory activities
are closely related to banking under section 4(c)(8) of

4. These retail customers include Advisers’ employees, employees
of affiliates, under limited circumstances relatives of employees and
employees of affiliates, and individuals with whom Advisers or
Creditanstalt has an existing business relationship and who express an
interest in such services.

5. Because neither Advisers nor its affiliates will take a position as
principal, except as a riskless princjpal, certain of these disclosure
commitments do not apply. See¢ Bankers Trust.
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the BHC Act.® The Board has previously determined
by order that the remaining proposed financial advis-
ory activities are closely related to banking under
section 4(c)(8) of the BHC Act.” Advisers would
conduct the financial advisory activities in accordance
with the regulation and prior Board orders.#

Riskless Principal Activities

The Board has found that, subject to the prudential
limitations established in previous cases to address the
potential for conflicts of interests, unsound banking
practices or other adverse effects, the proposed risk-
less principal activities are so closely related to bank-
ing as to be a proper incident thereto within the
meaning of section 4(c)(8) of the BHC Act.?

Creditanstalt has committed that Advisers will con-
duct its riskless principal activities using the same
methods and procedures and subject to the prudential
limitations established by the Board in the Barkers
Trust II and J.P. Morgan Orders. In this regard,
Advisers will maintain specific records that will clearly
identify all riskless principal transactions, and Advis-
ers would not engage in any riskless principal transac-
tions for any securities carried in its inventory. When
acting as a riskless principal, Advisers would only
engage in transactions in the secondary market and not
at the order of a customer that is the issuer of the
securities to be sold, and would not hold itself out as
making a market in the securities that it buys and selis
as riskless principal. Moreover, Advisers would not
engage in riskless principal transactions with Creditan-
stalt or any of Creditanstalt’s affiliates, including for-
eign affiliates that engage in securities dealing activi-
ties overseas.

6. Sections 225.25(b)(4)(iv) and (v) of Regulation Y, 12 CF.R.
225.25(b)(4)(iv) and (v).

7. Scandinavian Bank Group plc, 75 Federal Reserve Bulletin 311
(1989)(*‘Scandinavian Bank Group plc'’); SunTrust Banks, Inc., 74
Federal Reserve Bulletin 256 (1988); Signet Banking Corporation, 73
Federal Reserve Bulletin 59 (1987)(*‘Signet’’).

8. See Scandinavian Bank Group plc; Signet. In addition to com-
mitting to comply with the regulation, Creditanstalt has committed
that:

(1) Advisers’ financial advisory services will not encompass the

performance of routine tasks or operations for a customer on a daily

or continuous basis.

(2) Disclosure will be made to each potential customer of each

company that Advisers is an affiliate of Creditanstalt.

(3) Advice rendered by Advisers on an explicit fee basis will be

without regard to correspondent balances maintained by a customer

at any depository institution subsidiary of the holding company.

(4) Except as authorized by the respective client, no confidential

information received from the client will be made available to the

holding company or any of its subsidiaries.

9. Amsterdam-Rotterdam Bank N.V., 76 Federal Reserve Bulletin
682 (1990) (‘‘Amsterdam-Rotterdam’); J.P. Morgan & Company
Incorporated, 76 Federal Reserve Bulletin 26 (1990)(*“J.P. Morgan’’);
Bankers Trust New York Corporation, 75 Federal Reserve Bulletin 829,
(1989)(‘*Barkers Trust II").

Financial Factors, Managerial Resources and Other
Considerations

In order to approve this application, the Board is
required to determine that the performance of the
proposed activities by Creditanstalt ‘‘can reasonably
be expected to produce benefits to the public . . . that
outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C. § 1843(c)(8).

In evaluating these factors under section 4 of the
BHC Act, the Board considers the financial condition
and resources of Creditanstalt and its subsidiaries and
the effect of the proposal on these resources. !0 In this
case, the Board notes that the stated primary capital
ratio of Creditanstalt meets the minimum capital
guidelines for United States multinational bank hold-
ing companies. Further, Creditanstalt meets the 1990
interim risk-based guidelines, and its core capital
exceeds the 1992 minimum standard adopted by the
Basle Committee. In view of these and other facts of
record, the Board has determined that financial factors
are consistent with approval of the application.

Consummation of the proposal would provide added
convenience to Creditanstait’s customers, In addition,
the Board expects that the de rovo entry of Creditan-
stalt into the market for these services in the United
States would increase the level of competition among
providers of these services. Under the framework
established in this and prior decisions, consummation
of this proposal is not likely to result in any significant
undue concentration of resources, decreased or unfair
competition, conflicts of interests, unsound banking
practices, or other adverse effects. Accordingly, the
Board has determined that the performance of the
proposed activities by Creditanstalt can reasonably be
expected to produce public benefits which would
outweigh adverse effects under the proper incident to
banking standard of section 4(c)(8) of the BHC Act.

Based on the above, the Board has determined to,
and hereby does, approve the application subject to all
of the terms and conditions set forth in this order, and
in the above-noted Board orders that relate to these
activities. The Board’s determination is also subject to
all of the conditions set forth in the Board’s Regula-
tion 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 company or any of its subsidiaries as the
Board finds necessary to assure compliance with, and

-

10. 12 C'F.R. 225.24; The Fuji Bank Limited, 75 Federal Reserve
Bulletin 94 (1989); Bayerische Vereinsbank AG, 73 Federal Reserve
Bulletin 155, 156 (1987).
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to prevent evasion of, the provisions of the BHC Act
and the Board’s regulations and orders issued there-
under.

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

By order of the Board of Governors, effective
July 23, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

First Eastern Corporation
Wilkes-Barre, Pennsylvania

Order Approving Application to Provide Certain
Financial Advisory Services and To Act As Agent in
the Private Placement of All Types of Securities

First Eastern Corporation, Wilkes-Barre, Pennsylva-
nia (“‘First Eastern’’), a bank holding company
within the meaning of the Bank Holding Company
Act (“*BHC Act’’), has applied for the Board’s
approval under section 4(c)(8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) and section 225.23 of the
Board’s Regulation Y (12 C.F.R. 225.23) for its sub-
sidiary, First Eastern Merchant Banking Group,
Inc., Doylestown, Pennsylvania (‘‘Company’’), to
provide certain financial advisory services and to act
as agent for issuers in the private placement of all
types of securities.
First Eastern proposes to offer, through Company,
the following services to institutional customers:
(1) Acting as financial adviser, either on a retainer
or success fee basis, to provide corporate finance
advisory services, including advice with respect to
structuring, financing, and negotiating domestic
and international mergers, acquisitions, joint ven-
tures, divestitures, leveraged buyouts, capital rais-
ing vehicles, and other corporate transactions, and
providing ancillary services or functions incidental
to the foregoing activities;
(2) Performing feasibility studies, principally in the
context of determining the financial attractiveness
and feasibility of particular corporate transactions;
(3) Providing valuation services in connection with
the foregoing; and
(4) Providing fairness opinions in connection with
the foregoing.

In addition, First Eastern proposes to act as agent
for issuers in the private placement of all types of
securities.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the
proposal, has been duly published (55 Federal Reg-
ister 10,496 (1990)). The time for filing comments has
expired, and the Board has considered the applica-
tion and all comments received in light of the public
interest factors set forth in section 4(c)8) of the BHC
Act.

First Eastern, with total consolidated assets equiv-
alent to approximately $2.6 billion, is the ninth
largest commercial banking organization in
Pennsylvania.! It operates two bank subsidiaries and
engages in various activities in the United States
under section 4(c)(8) of the BHC Act and the Board’s
Regulation Y, including engaging through Company
in securities brokerage and underwriting and dealing
in government obligations and money market in-
struments as permitted by section 4(c)(8) of the BHC
Act and sections 225.25(b)(15) and (16) of Regu-
lation Y.

The Board has previously determined by order that
the proposed financial advisory activities are closely
related to banking and permissible for bank holding
companies within the meaning of section 4(c)(8) of
the BHC Act, and the Board reaffirms its deter-
minations regarding these activities.?2 First Eastern
has committed that Company will conduct its finan-
cial advisory activities subject to the conditions
relied upon by the Board in previous orders.3 Ac-
cordingly, the Board concludes that the proposed
financial advisory activities are closely related to
banking.

Similarly, the Board has previously determined by
order that acting as agent for the issuer in the private
placement of all types of securities is closely related
to banking and permissible for bank holding compa-
nies within the meaning of section 4(c)(8) of the BHC
Act,* and the Board reaffirms its determination re-
garding these activities, First Eastern has committed
that Company will conduct its private placement
activities in a manner consistent with, and subject to,

. All data are as of December 31, 1989.

2. See, e.g., The Fuji Bank, Limited, 75 Federal Reserve Bulletin
577 (1989); The Nippon Credit Bank, Ltd., 75 Federal Reserve Bulletin
308 (1989); Sovran Financial Corporation, 73 Federal Reserve Bulle-
tin 744 (1987).

3. See, e.g., The Fuji Bank, Limited, 75 Federal Reserve Bulletin
577 (1989).

4. See, e.g., First Union Corporation, 76 Federal Reserve Bulletin
174 (1990); J.P. Morgan & Company Incorporated, 76 Federal
Reserve Bulletin 26 (1990); Bankers Trust New York Corporation, 75
Federal Reserve Bulletin 829 (1989).
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the prudential limitations relied upon by the Board in
approving this activity.’

First Eastern has requested one modification of the
Bankers Trust commitments that would allow Com-
pany to have three of seven directors in common with
First Eastern’s subsidiary banks.¢ The prohibition
against interlocks was originally intended to preclude a
member bank from engaging in impermissible securi-
ties activities, to prevent common control of the
decision-making process within a bank and its securi-
ties affiliate, and to protect investors against potential
conflicts of interest where one individual is required to
advance the differing objectives of a bank and its
securities affiliate.

These concerns do not appear to be significant in
this application. First, the applicant is not seeking
authority to engagce in securities underwriting or deal-
ing. The Board has ruled that private placement activ-
itics conducted directly by a bank do not constitute
“‘underwriting’” or ‘‘dealing” in securitics because
these activitics do not involve a ‘‘public offering™ of
the securities and are conducted solely as agent.” All
of the proposed activities could be performed directly
by First Eastern’s subsidiary banks. Consequently, in
this instance a management interlock is not prohibited
by the Glass-Steagall Act. Second, the Board has
noted that concerns regarding common control of a
bank and a securities affiliate are less significant
where, as here, the securities affiliate 1s engaged in
agency activitics and where no substantial capital is
put at risk. See Bankers Trust New York Corporation ¥
Third, because Company has no salesman’s stake in
the securities it recommends, the potential for con-
flicts of interest is substantially mitigated. Morcover, it
is unlikely that investors would confuse Company with
First Eastern’s subsidiary banks, because the custom-
ers of Company will be sophisticated ‘‘accredited
investors”’ and Company’s office will be completely

5. See Bankers Trust New York Corporation, 73 Federal Reserve
Bulletin 138, 152-53 (1987)(**Bankers Trust™'). The Bankers Trust
commitments were modified in the Board’s orders in The Bank of
Montreal, 74 Federal Reserve Bulletin 500 (1988)(quantitative limita-
tions unnecessary), Bankers Trust New York Corporation, 75 Federal
Reserve Bulletin 829 (1989)(placement with “accredited investors™ as
this term is defined in the Sccuritics Act of 1933), and The Chase
Manhattan Corporation, 76 Federal Reserve Bulletin 658 (1990)
(placement of minimum denominations of $100,000).

6. Of the three directors who will serve on the boards of both the
banks and Company, two also will serve as officers or employees of
First Eastern’s subsidiary banks. None will serve as officers or
employces of Company.

7. Statement Concerning Applicability of the Glass=Steagall Act to
the Commercial Paper Placement Activities of Bankers Trust Com-
pany (Junc 4, 1985), aff’d, Securities Industry Association v, Board of
Governors, 807 F.2d 1052 (D.C. Cir. 1986), cert. denied, 483 U.S. 1005
(1987).

8. 74 Federal Reserve Bulletin 695 (1988).

separate from any other office of First Eastern or its
subsidiaries.

Due to First Eastern’s relatively small size, its
executive and management staff is significantly smaller
than that of larger institutions, and the boards of
directors of First Eastern and its lead bank are identi-
cal. First Eastern seeks the director interlocks in order
to oversee Company and provide continuity among
First Eastern’s subsidiaries. Under these circum-
stances, the Board believes that a prohibition against
director interlocks is not requircd by law, and the
three requested director interlocks between First East-
ern bank subsidiaries and Company would be appro-
priate.

In acting on applications under section 4 of the BHC
Act, the Board is required to determine whether the
performance of the proposed activities by an applicant
“‘can reasonably be cxpected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in cfficiency that outweigh pos-
sible adverse effects, such as undue concentration of
resources, decreased or unfair competition, conflicts
of interests, or unsound banking practices.”
(12 U.S.C. § 1843(c)(8)).

In every case involving a nonbanking acquisition by
a bank holding company under section 4 of the BHC
Act, the Board considers the financial condition and
resources of the applicant and its subsidiaries and the
effect of the transaction on these resources.? In this
case, the Board concludes that the financial consider-
ations arc consistent with approval of the application.

Consummation of First Eastern’s proposal would
provide increased convenience to Company’s custom-
ers and gains in efficiency. In addition, the Board
expects that the de novo entry of First Eastern into the
market for these services would increase the level of
competition among providers ol these services. Ac-
cordingly, the Board has determined that the perfor-
mance of the proposed activities by Company can
reasonably be expected to produce benefits to the
public.

For these reasons, and in reliance on the commit-
ments offered in this case, the Board believes that
consummation of this proposal is not likely to result in
any significant adverse effects, such as undue concen-
tration of resources, decreased or unfair competition,
conflicts of interest, or unsound banking practices.
Based on the foregoing and other facts of record, and
subject to the commitments made by First Eastern and
Company, the Board has determined that the balance
of the public interest factors that the Board is required

9. 12 C.K.R. 225.24; The Fuji Bank, Limited, 75 Federal Reserve
Bulletin 94 (1989); Bayerische Vercinshank AG, 73 Federal Reserve
Bulletin 155, 156 (1987).
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to consider under section 4(c)(8) of the BHC Act is
favorable. Accordingly, the application is hereby ap-
proved. This 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)
(12 C.F.R. 225.4(d) and 225.23(b)), and to the Board’s
authority to require modification or termination of the
activities of the holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with the provisions and purposes of the BHC Act
and the Board’s regulations and orders issued there-
under, or to prevent evasion thereof.

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

By order of the Board of Governors, effective
July 23, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

First Regional Corporation
Hartford, Connecticut

Order Approving Application to Provide Certain
Financial Advisory Services and To Act As Agent in
the Private Placement of All Types of Securities

First Regional Corporation, Hartford, Connecticut
(*‘First Regional’’), a bank holding company within
the meaning of the Bank Holding Company Act
(““BHC Act”), has applied for the Board's approval
under section 4(c)8) of the BHC Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23 of the Board’s Regu-
lation Y (12 C.F.R. 225.23) for its subsidiary, First
Regional Investcorp, Hartford, Connecticut (‘*Compa-
ny’’), to provide certain financial advisory services
and to act as agent for issuers in the private placement
of all types of securities.

First Regional proposes to offer, through Company,
the following services (collectively, ‘‘financial advis-
ory activities’’) to financial and nonfinancial institu-
tions, and individuals who qualify as institutional
customers:

(1) advice in connection with mergers, acquisitions,

divestitures, reorganizations, recapitalizations, and

similar transactions;

(2) business valuations;

(3) financial feasibility studies;

(4) evaluations of tender offers;

(5) fairness opinions in connection with mergers,
acquisitions, and similar financial transactions;

(6) advice for management on the viability and
capital adequacy of financially troubled companies;
(7) valuation opinions on transactions involving pub-
licly held securities; and

(8) advice regarding the structuring of, and arranging
for, loan syndications.

In addition, First Regional proposes to act as agent
for issuers in the private placement of all types of
securities.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (55 Federal Register 24,640 (1990)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the BHC Act.!

First Regional, with total consolidated assets of
approximately $108.2 million, is the 90th largest com-
mercial banking organization in Connecticut.? It oper-
ates one bank subsidiary.

The Board has previously determined by Order that
the proposed financial advisory activities are closely
related to banking and permissible for bank holding
companies within the meaning of section 4(c)(8) of the
BHC Act, and the Board reaffirms its determinations
regarding these activities.? First Regional has commit-
ted that Company will conduct its financial advisory
activities in accordance with the Board’s previous
Orders regarding these activities.* Accordingly, the
Board concludes that the proposed financial advisory
activities are closely related to banking.

Similarly, the Board has previously determined by
Order that acting as agent for the issuer in the private
placement of all types of securities is closely related to
banking and permissible for bank holding companies
within the meaning of section 4(¢)(8) of the BHC Act.>
First Regional has committed that Company will con-
duct its private placement activities in accordance

1. The Investment Company Institute has objected to First Region-
al’s proposal to the extent that it could be construed to seek approval
for Company to privately place securities of investment companies
that are sponsored or advised by Company or First Regional. First
Regional has not requested approval to place such securities.

2. Asset data are as of March 31, 1990. Ranking is as of June 30,
1990.

3. See, e.g., Security Pacific Corporation, 71 Federal Reserve
Bulletin 118 (1985); and Signet Banking Corporation, 73 Federal
Reserve Bulletin 59 (1987).

4. See Banc One Corporation, 76 Federal Reserve Bulletin 756
(1990).

5. See, e.g., Bankers Trust New York Corporation, 75 Federal
Reserve Bulletin 829 (1989); and J.P. Morgan & Company Incorpo-
rated, 76 Federal Reserve Bulletin 26 (1990).
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with the Board’s previous Orders approving this
activity.6

First Regional has requested that the Board allow
Company to have two of seven directors in common
with First Regional’s subsidiary bank.” The Board’s
original prohibition against interlocks was intended
to preclude a member bank from engaging in imper-
missible securities activities, to prevent common
control of the decision-making process within a bank
and its securities affiliate, and to protect investors
against potential conflicts of interest where one indi-
vidual is required to advance the differing objectives
of a bank and its securities affiliate.

These concerns do not appear to be significant in
this application. First, First Regional is not seeking
authority to engage in securities underwriting or
dealing. The Board has ruled that private placement
activities conducted directly by a bank do not con-
stitute “‘underwriting” or ‘‘dealing’’ in securities
because these activities do not involve a ‘‘public
offering’’ of the securities and are conducted solely
as agent.® All of the proposed activities could be
performed directly by First Regional’s subsidiary
bank. Consequently, in this instance a management
interlock is not prohibited by the Glass—-Steagall Act.
Second, the Board has noted that concerns regarding
common control of a bank and a securities affiliate
are less significant where, as here, the securities
affiliate is engaged in agency activities and where no
substantial capital is put at risk. See Bankers Trust
New York Corporation, 74 Federal Reserve Bulletin
695 (1988). Third, because Company has no sales-
man’s stake in the securities it recommends, the
potential for conflicts of interest is substantially
mitigated. Moreover, it is unlikely that investors
would confuse Company with First Regional’s sub-
sidiary banks, because the customers of Company
will be sophisticated ‘‘accredited investors.””

Due to First Regional’s relatively small size, its
executive and management staff is significantly
smaller than that of larger institutions, and the
boards of directors of First Regional and its lead
bank are substantially identical. First Regional seeks
the director interlocks in order to oversee Company
and provide continuity among First Regional’s sub-

6. First Eastern Corporation, 76 Federal Reserve Bulletin 764
(1990).

7. Two directors who will serve on the board of directors of
Company currently serve as officers or directors of First Regional’s
subsidiary bank. Neither will serve as an officer or employee of
Company.

8. Sratement Concerning Applicability of the Glass—Steagall Act to
the Commercial Paper Plucement Activities of Bankers Trust Com-
pany (June 4, 1985), aff°d, Securities Industry Association v. Board of
Governors, 807 F.2d 1052 (D.C. Cir. 1986}, cert. denied, 483 U.S. 1005
(1987).

sidiaries. Under these circumstances, the Board be-
lieves that a prohibition against director interlocks is
not required by law, and that the proposed director
interlocks between First Regional bank subsidiary
and Company would be appropriate.

Consummation of the proposal within the frame-
work established by this and previous Board orders
is not likely to result in significantly adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices. (12 U.S.C. § 1843(c)(8)). In
addition, the financial considerations are consistent
with approval of the application.

Consummation of First Regional’s proposal would
provide increased convenience to Company's cus-
tomers and gains in efficiency. In addition, the Board
expects that the de novo entry of First Regional into
the market for these services would increase the
level of competition among providers of these ser-
vices. Accordingly, the Board has determined that
the performance of the proposed activities by Com-
pany can reasonably be expected to produce benefits
to the public that outweigh potential adverse effects.

Based on the foregoing and other facts of record,
and subject to the commitments made by First Re-
gional and Company and the conditions set forth in
this and the above-noted orders, the Board has
determined that the balance of the public interest
factors it is required to consider under section 4(c)(8)
of the BHC Act is favorable. Accordingly, the appli-
cation is hereby approved. This 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) (12 C.F.R. 225.4(d) and
225.23(b)), and 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,
and to prevent evasion of, the provisions and pur-
poses of the BHC Act and the Board’s regulations
and orders issued thereunder.

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

By order of the Board of Governors, effective
July 30, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board
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The Fuji Bank, Limited
Tokyo, Japan

Order Approving Application to Act as a Dealer,
Broker, and Advisor With Respect to Interest Rate
and Currency Swaps and Related Transactions

The Fuji Bank, Limited, Tokyo, Japan (‘‘Applicant’’),
aregistered bank holding company, has applied for the
Board’s approval under section 4(c)(8) of the Bank
Holding Company Act (“BHC Act”), 12 U.S.C.
§ 1843(c)(8), and section 225.23(a)(3) of the Board’s
Regulation Y, 12 C.F.R. 225.23(a)(3), for its wholly
owned subsidiary, Fuji Capital Markets Corporation,
New York, New York (‘‘Fuji Capital Markets*"), to
engage de novo in the following activities:
(1) Intermediating in the international swap markets
by acting as an originator and principal in interest
rate swap and currency swap transactions;
(2) Acting as an originator and principal with respect
to certain risk-management products such as caps,
floors and collars, as well as options on swaps, caps,
floors and collars (‘‘swap derivative products’’);
(3) Acting as a broker or agent with respect to the
foregoing transactions and instruments; and
(4) Acting as an advisor to institutional customers
regarding financial strategies involving interest rate
and currency swaps and swap derivative products.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (55 Federal Register
26,505 (1990)). The time for filing comments has ex-
pired, 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 BHC
Act.

Fuji Bank, with total consolidated assets equivalent
to approximately U.S. $403 billion, is the third largest
banking organization in the world.! Applicant owns a
bank subsidiary in New York, New York, and oper-
ates branches in New York, New York, and Chicago,
Illinois; agencies in Los Angeles, California, Houston,
Texas, San Francisco, California, and Atlanta, Geor-
gia; and representative offices in Seattle, Washington,
and Atlanta, Georgia. Applicant engages in various
activities in the United States under section 4(c)(8) of
the BHC Act. Fuji Capital Markets is currently en-
gaged in making and servicing loans, pursuant to
section 225.25(b)(1) of the Board’s Regulation Y
(12 C.F.R. 225.25(b)(1)), acting as an investment and

1. Asset data are as of March 31, 1990. Ranking is as of
December 31, 1988.

financial adviser, pursuant to section 225.25(b)(4) of
the Board’s Regulation Y (12 C.F.R. 225.25(b)4)),
and leasing personal or real property, pursuant to
section 225.25(b)(5) of the Board’s Regulation Y
(12 C.F.R. 225.25(b)(5)).

The Board has previously determined by Order that
the proposed activities are closely related to banking
and permissible for bank holding companies within the
meaning of section 4(c)(8) of the BHC Act.2 The Board
must also find that the proposed activities ‘‘can rea-
sonably be expected to produce benefits to the public
. . . that outweigh possible adverse effects, such as
undue concentration of resources, decreased or unfair
competition, conflicts of interests, or unsound banking
practices.” 12 U.S.C. § 1843(c)(8).

Consummation of the proposal may reasonably be
expected to result in public benefits in the form of
increased competition in the swap market and gains in
efficiency and innovation in the provision of these
services. The addition of Applicant, through Fuji
Capital Markets, will facilitate swap transactions
among counterparties that are not equipped to evalu-
ate the credit of potential counterparties and hence
will increase the accessibility of swap transactions to
additional end-users.3?

Fuji Capital Markets appears to be capable of man-
aging the risks associated with the proposed activities.
Applicant, which has extensive experience in lending
and financing services worldwide, has undertaken to
provide credit screening for all potential counterpar-
ties of Fuji Capital Markets through its credit desk
services in Tokyo. In appropriate cases, Fuji Capital
Markets will obtain a letter of credit on behalf of, or
collateral from, a counterparty.4 In addition, Fuji
Capital Markets will establish separate credit risk
exposure limits for each swap counterparty. Fuji Cap-
ital Markets will monitor this exposure on an ongoing
basis, in the aggregate and with respect to each coun-
terparty. Senior management will be periodically in-
formed of the potential risk to which Fuji Capital
Markets is exposed.

In order to manage the risk associated with adverse
changes in interest rates (‘‘price risk’’), Fuji Capital
Markets will match all the swaps and related instru-
ments in which it is a principal and will hedge any
unmatched positions pending a suitable match. Fuji

2. The Sumitomo Bank, Limited, 75 Federal Reserve Bulletin 582
(1989) (**Sumitomo Bank’").

3. Applicant has proposed that Fuji Capital Markets perform swap
services on behalf of affiliates. This activity is permissible under
section 4(c)(1)(c) of the BHC Act (12 U.S.C. § 1843(c)(1)(c)). These
services would be designed to assist affiliates in hedging their portfo-
lios.

4. Applicant has indicated that it may be the provider of the letter of
credit,
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Capital Markets will not enter into unmatched or
unhedged swaps for speculative purposes. Fuji Capital
Markets’s management will set absolute limits on the
level of risk to which its swap portfolio may be
exposed. Fuji Capital Markets’s exposure to price risk
will be monitored by both business management and
internal auditing personnel to guarantee compliance
with the risk limitations imposed by management.
Auditing personnel will report directly to senior man-
agement to ensure that any violations of portfolio risk
limitations are reported and corrected,

With respect to the risk associated with the potential
for differences between the floating rate indices on two
matched or hedged swaps (‘‘basis risk’’), Fuji Capital
Markets’s management will impose absolute limits on
the aggregate basis risk to which Fuji Capital Mar-
kets’s swaps portfolio may be exposed. If the level of
risk threatens to exceed the limits at any time, Fuji
Capital Markets will actively seek to enter into match-
ing transactions for its unmatched positions. Fuji
Capital Markets’s internal auditing staff, together with
management, will monitor compliance with the man-
agement-imposed basis risk limits.S

In addition, Fuji Capital Markets intends to minimize
operations risk through the recruitment and training of
an experienced back-office support staff and the use of
a separate operational and data processing structure for
processing swap and hedging transactions.

In order to minimize any possible conflicts of inter-
est between Fuji Capital Markets’s role as a principal
or broker in swap transactions and its role as advisor
to potential counterparties, Fuji Capital Markets will
disclose to each customer the fact that Fuji Capital
Markets may have an interest as a counterparty prin-
cipal or broker in the course of action ultimately
chosen by the customer. Also, in any case in which
Fuji Capital Markets has an interest in a specific
transaction as an intermediary or principal, Fuji Cap-
ital Markets will advise its customer of that fact before
recommending participation in that transaction.® In
addition, Fuji Capital Markets’s advisory services will
be offered only to sophisticated customers who would
be unlikely to place undue reliance on investment
advice received and better able to detect investment
advice motivated by self-interest.

The Board has expressed its concerns regarding
conflicts of interest and related adverse effects that,

5. In addition to rate and basis risk, the value of a swap option is
subject to market expectations of the future direction and rate of
change in interest rates, or volatility risk. Fuji Capital Markets’s
management will impose absolute limits on the level of volatility risk
to which Fuji Capital Markets’s swap portfolio may be exposed.

6. In any transaction in which Fuji Capital Markets arranges a swap
transaction between an affiliate and a third party, the third party will
be informed that Fuji Capital Markets is acting on behalf of an affiliate.

absent certain limitations, may be associated with fi-
nancial advisory activities. In order to address these
potential adverse effects, Applicant has committed
that:
(i) Fuji Capital Markets’s financial advisory activ-
ities will not encompass the performance of rou-
tine tasks or operations for a client on a daily or
continuous basis;
(ii) Disclosure will be made to each potential
client of Fuji Capital Markets that Fuji Capital
Markets is an affiliate of Applicant;
(iii) Fuji Capital Markets will not make available
to Applicant or any of Applicant’s subsidiaries
confidential information received from Fuji Capi-
tal Markets’s clients, except with the client’s
consent; and
(iv) Advice rendered by Fuji Capital Markets on
an explicit fee basis will be without regard to
correspondent balances maintained by a client of
Fuji Capital Markets at Applicant or any of Ap-
plicant’s depository subsidiaries.

In every case involving a nonbanking acquisition by a
bank holding company under section 4 of the BHC Act,
the Board considers the financial condition and re-
sources of the applicant and its subsidiaries and the
effect of the transaction on these resources. In accord-
ance with the principles of national treatment and
competitive equity, the Board has previously stated
that it expects foreign banks to meet the same general
standards of strength, experience, and reputation as
domestic banking organizations, and to be able to serve
as a source of strength to their banking operations in the
United States.” In this case, the primary capital of
Applicant, as publicly reported, is below the minimum
level specified in the Board’s Capital Adequacy Guide-
lines. After making adjustments to reflect Japanese
banking and accounting practices, however, including
consideration of a portion of the unrealized apprecia-
tion in Applicant’s portfolio of equity securities consis-
tent with the principles in the Basle capital framework,8
Applicant’s capital ratio meets United States standards.

The Board also has considered several additional
factors that mitigate its concern in this case. The
Board notes that Applicant is in compliance with the
capital and other financial requirements of Japanese
banking organizations. In addition, the Board notes
that the capital of Applicant currently accords with the

7. See, e.g., The Dai-Ichi Kangyo Bank, Limited 76 Federal
Reserve Bulletin 715 (1990); Toyo Trust and Banking Co., Ltd., 74
Federal Reserve Bulletin 623 (1988); The Mitsubishi Bank, Limited, 70
Federal Reserve Bulletin 518 (1984); See also Policy Statement on
Supervision and Regulation of Foreign-Based Holding Companies,
Federal Reserve Regulatory Service ¥ 4-835 (1979).

8. 54 Federal Register 4186 (1989).
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minimum requirements established by the Basle Com-
mittee’s capital framework for year-end 1992. The
Board also notes that the application involves non-
banking activities that require a small commitment of
capital.

Based on the foregoing and other facts of record,
and subject to the commitments made by Applicant,
the Board has determined that the public benefits
associated with this proposal can reasonably be ex-
pected to outweigh possible adverse effects, and that
the balance of the public interest factors that the Board
is required to consider under section 4(c)(8) of the
BHC Act is favorable. Accordingly, the application is
hereby approved. This determination is further subject
to all of the conditions set forth in the Board’s Regu-
lation 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 the
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with, or to
prevent evasion of, the provisions and purposes of the
BHC Act and the Board’s regulations and orders
issued thereunder.

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

By order of the Board of Governors, effective
July 30, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

The Hongkong and Shanghai
Banking Corporation
Hong Kong

Kellett, N.V.
Curacao, Netherlands Antilles

HSBC Holdings, B.V.
Amsterdam, The Netherlands

Order Approving Application to Engage in Financial
and Investment Advisory Services, Securities
Brokerage, and Futures Commission Merchant
Activities

The Hongkong and Shanghai Banking Corporation,
Hong Kong; Kellett, N.V., Curacao, Netherlands
Antilles; and HSBC Holdings, B.V., Amsterdam, The

Netherlands (collectively ‘‘Applicant’’), have applied,
pursuant to section 4(c)(8) of the Bank Holding Com-
pany Act (““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, through James Capel
Incorporated, New York, New York (“JCI'), a
wholly owned subsidiary of Applicant, in:

(1) providing investment advisory and securities

brokerage activities separately and on a combined

basis to institutional customers;

(2) providing futures commission merchant services;

and

(3) offering investment and financial advisory ser-

vices.

Applicant also has applied, pursuant to section 4(c)(8)
of the BHC Act and section 225.23(a) of the Board’s
Regulation Y (12 C.F.R. 225.23(a)), to engage through
Wardley Incorporated, New York, New York
(‘“‘Wardley’’), in providing investment and financial
advisory services.

Applicant, with approximately $132.9 billion in as-
sets, is the 30th largest banking organization in the
world.! It operates one subsidiary bank in the United
States and engages directly and through subsidiaries in
a broad range of nonbanking activities in the United
States.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been published (54 Federal Register 29,942
(1989)). 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(c)(8) of the BHC Act.2

1. Asset data are as of December 31, 1989. Ranking is as of
December 31, 1988.

2. The Investment Company Institute (‘““ICI'") has protested this
application to the extent that it would permit Applicant to broker or
advise customers regarding securities issued by investment companies
sponsored or advised by Applicant or any of its bank or nonbank
affiliates. Applicant has committed that JCI’s brokerage activities will
comply with the commitments approved by the Board in Norwest
Corporation, 76 Federal Reserve Bulletin 79 (1990) (‘‘Norwest’’).
Thus, Applicant would not provide investment advice to its brokerage
customers regarding shares of investment companies that are advised
or sponsored by Applicant or any of its affiliates. Applicant would not
provide brokerage services to its customers regarding shares of
investment companies that are sponsored or advised by Applicant or
any of its nonbank affiliates. Applicant has proposed, however, that
JCI broker shares of investment companies sponsored or advised by
Applicant’s bank affiliates in accordance with all of the conditions set
forth in Norwest. As the Board noted in Norwest, the prohibitions
contained in the Board’s interpretive rule on investment advisor
activities (12 C.F.R. 225.125) would not prevent a bank holding
company subsidiary from brokering shares of investment companies
that are advised by a bank affiliate of the brokerage subsidiary and not
by the parent bank holding company or any of its direct or indirect
nonbank subsidiaries. For the reasons set forth in Norwest, the Board
does not believe that the comments submitted by the ICI warrant
denial of this proposal.
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Investment Advice and Securities Brokerage on a
Combined Basis '

Applicant has proposed that JCI offer investment
advisory and sccuritics brokerage activitics sepa-
rately and on a combined basis to institutional
customers.’? The Board previously has determined
that the combined offering of investment advice with
securities brokerage services to institutional custom-
ers is a permissible nonbanking activity and does not
violate the Glass-Steagall Act.4 Applicant has com-
mitted to conduct these brokerage and advisory
activities in accordance with the limitations ap-
proved by the Board in its prior cases.S

Investment and Financial Advisory Services

Applicant has applied to offer, through JCI and Ward-
ley, investment advice by:
(a) furnishing general cconomic information and
advice, general economic statistical forecasting
services, and industry studies; and
(b) providing financial advice to state and local
governments, such as with respect to the issu-
ance of their securities.

The Board has previously determined by regulation
that these investment advisory activities are closely
related to banking.® Applicant has also applied to
offer, through JCI and Wardley, financial advice by:
(a) providing advice regarding the structuring of
and arranging for loan syndications, interest
rate swaps, interest rate caps, and similar trans-
actions;
(b) providing advice in connection with financ-
ing transactions;
(¢) providing valuation services;

3. The Board has previously determined by regulation that the
separate provision of securitics brokerage services and of investment
advisory services is closely related to banking for purposes of the
BHC Act. 12 C.F.R. 225.25(b)(4) and (b)(15).

4. See, e.g., National Westminster Bank PLC, 72 Federal Reserve
Bulletin 584 (1986); Cunadian Imperial Bank of Commerce, 74 Federal
Reserve Bufletin 571 (1988).

S. Under this proposal, JCI will not act as principal or take a
position in any securitics it brokers or recommends, except bank-
cligible securities that it invests as excess funds. JCI would not
underwrite or deal in these bank-eligible sccurities. In the event that
JCI engages in transactions with its customers with respect to these
securities, it would comply with the disclosure procedures established
in PNC Financial Corp, 75 Federal Reserve Bulletin 396 (1989). Since
affiliates of JCI have authority to underwrite and deal in securitics,
both in the United States and abroad, JCI would comply with the
disclosure requirements of prior Board Orders. See Bankers Trust
New York Corporation, 74 Federal Reserve Bulletin 695 (1988)
(““Bankers Trust™),

6. 12 C.F.R. 225.25(b)(4)(iv) and (b)(d)(v).

(d) providing advice in connection with merg-
ers, acquisitions, and divestitures;

(e) rendering fairness opinions in connection
with mergers, acquisitions, and similar transac-
tions; and

(f) conducting feasibility studies (collectively,
“financial advisory activities’’).

The Board has previously determined by order that
these financial advisory activities are closely related
to banking under section 4(c)(8) of the BHC Act.”
Applicant has proposed that JCI and Wardley offer
financial advisory services to financial and nonfinan-
cial institutions and individuals that are *‘Institutional
Customers™ as defined in Manufacturers Hanover Cor-
poration, 73 Federal Reserve Bulletin 930 (1987) (**Man-
ufacturers Hanover™). As the Board noted in Manufuc-
turers Hanover, such customers would have sufficient
financial sophistication so that they would not place
undue reliance on financial advice received, and would
be better able to detect investment advice motivated by
self-interest. The Board believes that this proposal is
consistent with the reasoning of its prior orders and
does not alter the underlying rationale of its decision in
Signet that the activity is closely related to banking. JCI
and Wardley would conduct the financial advisory
activities in accordance with prior Board Orders.#

Futures Commission Merchant Services

Applicant has applied to act as a futures commission
merchant (““FCM’") and commodity trading advisor
(‘‘CTA”’) through the provision of execution, clear-
ance, and investment advisory services with re-
spect to futures contracts, pursuant to sections
225.25(b)(18) and (b)(19) of the Board’s Regulation Y
(12 C.F.R. 225.25(b)(18) and (b)(19)).° Applicant also

7. SunTrust Banks, Inc., 74 Federal Reserve Bulletin 256 (1988); and
Signet Banking Corporation, 73 Federal Reserve Bulletin 59 (1987)
(““Signet™).

8. See Signer. Thus, Applicant has committed that:

(1) JCI and Wardley's financial advisory activities will not encom-

pass the performance of routine tasks or operations for a client on

a daily or continuous basis;

(2) Disclosure will be made to each potential client of JCI and

Wardley that each is an affiliate of Applicant;

(3) Advice rendered by ICI or Wardley on an explicit fee basis will

be without regard to correspondent balances maintained by a client

of JCI or Wardicy at Applicant or any of Applicant’s depository
subsidiaries; and,

(4) JCI and Wardley will not make available to Applicant or any of

Applicant’s subsidiaries confidential information received from

their clients, except with the client’s consent.

9. An affiliate of JCI has authority to purchase futures contracts and
options on futures contracts for foreign exchange. The Hongkong and
Shanghai Banking Corporation, Kellett, K.V., HSBC Holdings, B.V.,
und Marine Midland Banks, Inc,, 75 Federal Reserve Bulletin 217
(1989). Applicant has committed that in any transaction in which JCI
purchases futures contracts or options on futures contracts from an
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proposes to engage in these activities for the futures
and options contracts listed in the Appendix to this
Order.

The Board previously has authorized FCM subsid-
iaries of bank holding companies to execute, clear,
and provide advisory services on many of the futures
and options contracts listed in the Appendix under
section 4(c)(8) of the BHC Act. In addition, the
Board has permitted bank holding companies to
execute and clear the balance of the above futures
contracts pursuant to Regulation K (12 C.F.R. Part
211). These contracts have essentially the same
terms and serve the same functions as the futures
contracts for which execution and clearance have
been previously approved under section 4(¢)(8) of the
BHC Act. Applicant has committed to limit its in-
vestment advisory services so as to be consistent
with the limits in Regulation Y that are placed on the
provision of similar advisory services.

The Board believes that the skills necessary to
engage in providing execution, clearance, and invest-
ment advisory services on the above futures are
virtually indistinguishable from the execution, clear-
ance, and advisory activities approved by the Board
in its previous orders and in sections 225.25(b)(18)
and (b)(19) of the Board’s Regulation Y (12 C.F.R.
225.25(b)(18) and (b)(19)). Therefore, the Board has
determined that the execution, clearance, and provi-
sion of investment advice on options and futures
contracts on these additional indexes are closely
related to banking under section 4(c)(8) of the BHC
Act. The Board has taken into account and has relied
upon the commitments made by Applicant, and the
regulatory framework established pursuant to law by
the Commodity Futures Trading Commission for the
trading of futures, as well as the conditions set forth
in sections 225.25(b)(18) and 225.25(b)(19) with re-
spect to the execution, clearance, and provision of
investment advice as a FCM or CTA as to futures
contracts or options thereon.

Financial Factors, Managerial Resources, and Other
Considerations

In order to approve this application, the Board is
required to determine that the performance of the
proposed activities by Applicant ‘‘can reasonably be

affiliate, JCI will make prior disclosure of that fact to the customer and
obtain the customer's consent, This disclosure will occur both at the
beginning of the relationship with the customer and upon confirmation
of each order. The Board has previously found that these disclosure
procedures are adequate to address potential adverse effects. See
Bankers Trust.

expected to produce benefits to the public . . . that
outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C. § 1843(c)(8).

Applicant proposes to cross-market services
among JCI, Wardley, and their affiliates so that
affiliates may introduce services to institutional cus-
tomers. The Board has previously approved propos-
als involving the introduction by bank affiliates of
their institutional customers to the services available
from their affiliates.1® Applicant acknowledges that
its securities underwriting affiliate cannot engage in
such activities In a manner inconsistent with the
cross-marketing restrictions in the Board’s section 20
Order.!! In addition, as required by section 23B of
the Federal Reserve Act (12 U.S.C. § 371c-1), no
affiliated bank may engage in advertising for these
subsidiaries stating or suggesting that an affiliated
bank is responsible for the subsidiaries’ obligations,
or enter into any agreement so stating or suggesting.
The Board also notes that section 106 of the Bank
Holding Company Act Amendments of 1970
(12 U.S.C. § 1972) precludes banks from tying either
the availability of, or consideration for, a product or
service to the condition that a customer also obtain a
product or service from an affiliated bank holding
company or any of its affiliate banks. Finally, in
order to ensure customers receive unbiased invest-
ment advice, research personnel of JCI and Wardley
would not be provided with position reports regard-
ing the securities or futures contracts its affiliates
may hold in inventory. In light of these factors, the
Board concludes that the proposed cross marketing
of services of affiliates to institutional customers
(consistent with the terms of the Section 20 Order)
would not result in significant adverse effects. The
Board expects that the de novo entry of JCI and
Wardley into the market for these services would
increase the level of competition among providers of
these services already in operation and provide
greater convenience to Applicant’s customers. Ac-
cordingly, the Board concludes that the performance
of the proposed activities by Applicant can reason-
ably be expected to provide benefits to the public.

The Board also has considered the potential for
adverse effects that may be associated with this
proposal. In light of the framework established in the
Board’s regulations, this order, and previous orders

10. Bankers Trust. As in Bankers Trust, there will be no flow of
confidential customer information without the customer’s consent.

1t. Marine Midland Banks, Incorporated, 73 Federal Reserve
Bulletin 738 (1987).



Legal Developments 773

regulating the conduct of the proposed activities,
consummation of this proposal is not likely to result
in any significant undue concentration of resources,
decreased or unfair competition, conflicts of interest,
unsound banking practices, or other adverse effects.

The financial and managerial resources of Applicant
are considered consistent with approval. Based on
consideration of all the relevant facts, the Board
concludes that the balance of the public interest fac-
tors that it is required to consider under section 4(c)(8)
is favorable. Accordingly, based on all the facts of
record, and subject to the conditions of this Order, the
Board has determined that the proposed application
should be, and hereby is, approved.

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 com-
pany or any of its subsidiaries as the Board finds
necessary to assure compliance with, as to prevent
evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder.
This transaction shall not be consummated later than
three months after the effective date of this Order,
unless such period is extended for good cause by the
Board or by the Federal Reserve Bank of New York,
pursuant to delegated authority.

By order of the Board of Governors, effective
July 11, 1990,

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Appendix

A. Futures and Options Contracts Approved under
Section 4(c)(8) of the BHC Act. !

1. Standard & Poor’s 100 Stock Price Index futures
contract, Standard & Poor’s 500 Stock Price Index
futures contract, Options on the Standard & Poor’s
500 Stock Price Index futures, Standard & Poor’s
Over-the-Counter 250 Stock Index futures contracts,
which are currently traded on the Index and Option
Division of the Chicago Mercantile Exchange;

1. See, Chemical Banking Corporation, 76 Federal Reserve Bulletin
660 (1990); Northern Trust Corporation, 74 Federal Reserve Bulletin
333 (1988); and The Long-Term Credit Bank of Japan, Limited, 74
Federal Reserve Bulletin 573 (1989).

2. Major Market Index futures contract, Bond
Buyer Municipal Bond Index futures contract, Op-
tions on the Bond Buyer Municipal Bond Index fu-
tures contract, Major Market Index Maxi Stock Index
futures contract, Major Market Index Mini Stock
Index futures contract, GNMA Cash Settled futures
contract, NASD Financial Index futures contract,
Long-Term Municipal Bond Index futures contract,
which are currently traded on the Chicago Board of
Trade;

3. New York Stock Exchange Composite Index
futures contract, and Options on the New York Stock
Exchange Composite Index futures contract, which
are traded on the New York Futures Exchange;

4. Value Line Futures (Maxi) Index futures con-
tract, Value Line Futures (Mini) Index contract, and
Value Line Average Stock Index futures contract,
which are traded on the Kansas City Board of Trade;

5. National Over-the-Counter Index futures con-
tract, which is traded on the Philadelphia Board of
Trade; and

6. Nikkei 225 futures contract, which is traded on
the Singapore International Monetary Exchange.

B. Futures and Options Contracts Approved under the
Board’s Regulation K.2

1. Tokyo Stock Price Index futures contracts and
Japanese Government bond futures contracts, which
are traded on the Tokyo Stock Exchange;

2. Dutch Government Bond Index futures con-
tracts, which are traded on the Financiele Termijn-
markt Amsterdam NV;

3. French Government Bond Index futures con-
tracts, which are traded on the Marche a Terme
d’Instruments Financiers;

4. Hang Seng Stock Index futures contracts, which
are traded on the Hong Kong Futures Exchange
Limited;

5. FT-SE 100 futures contracts and options, options
on foreign exchange, and UK bond futures contracts,
Eurodollar and Sterling deposit interest rate futures,
all of which are traded on the London International
Financial Futures Exchange; and

6. All Ordinaries Share Index Futures contracts,
and Australian Government bond futures contracts,
which are traded on the Sydney Futures Exchange.

2. See, Board letters, dated September 29, 1982; August 6, 1984;
August 29, 1984; January 27, 1986; February 3, 1986, June 24, 1985;
April 14, 1986; June 20, 1986; October 27, 1986; November 18, 1986;
August 16, 1988; and September 20, 1988; and Citicorp Overseas
Investment Corporation, 68 Federal Reserve Bulletin 671 (1982),
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Manufacturers Hanover Corporation
New York, New York

Order Approving Application to Engage in
Brokerage and Investment Advisory Activities For
Certain Futures and Options Contracts Traded on
Major Commodities and Securities Exchanges

Manufacturers Hanover Corporation, New York,
New York (“MHC’"), a bank holding company within
the meaning of the Bank Holding Company Act
(‘“‘BHC Act’’), has applied pursuant to section 4(c)(8)
of the BHC Act (12 U.S.C. § 1843(¢c)(8)) and section
225.23(a)(3) of the Board’s Regulation Y (12 C.F.R.
225.23(a)(3)), to engage in brokerage and investment
advisory activities involving certain futures and op-
tions contracts through Manufacturers Hanover Fu-
tures & Options, Inc., New York, New York (‘“‘Fu-
tures & Options’’).!

Notice of the application, affording interested per-
sons an opportunity to submit comments has been
duly published (55 Federal Register 21,245 (1990)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the BHC Act.

MHC, with total consolidated assets of $59.7 billion,
is the eighth largest commercial banking organization
in the nation.2 It operates two banking subsidiaries in
New York and Delaware and engages directly and
through other subsidiaries in a broad range of non-
banking activities,

In addition to existing activities, Futures and Op-
tions proposes to engage in the following execution
and clearance activities:

(1) futures contracts on gold bullion and options on
such contracts traded on major commodity ex-
changes;

(ii) foreign currency options traded on securities
exchanges;

1. MHC proposes to acquire through Futures & Options all of the
outstanding shares of Manufacturers Hanover Financial Options
Group, Inc. (' MHFOG’"), a wholly owned subsidiary of Manufactur-
ers Hanover Bank (Delaware). Upon acquisition, MHFOG will be
merged into Futures & Options. MHFOG currently executes and
clears foreign currency options for customers on the Philadelphia
Stock Exchange, provides related investment advice, and clears
certain options on stock and bond indices. Futures & Options cur-
rently engages in futures brokerage and advisory services as a futures
commission merchant (‘““FCM™") under sections 225.25(b)(18) and (19)
for major commodity exchanges and stock and municipal bond
indices. See Manufacturers Hanover Corporation, 70 Federal Re-
serve Bulletin 369 (1984) and Manufacturers Hanover Corporation, 72
Federal Reserve Bulletin 144 (1986).

2. Banking data are as of March 31, 1990.

(iii) options on U.S. government securities traded
on securities exchanges;? and

(iv) options on stock and bond indices traded on
securities exchanges.

The contracts and exchanges involved in this proposal
are described in the appendix. Futures & Options
would also provide general research and advice on
market conditions and trading strategies regarding the
use of the above contracts.

The Board has approved the FCM activities pro-
posed in paragraph (i) by regulation (section
225.25(b)(18) of Regulation Y)* and the brokerage
activities proposed in paragraphs (il) and (i) by
Order.5 The brokerage activities described in para-
graph (iv) are generally permitted under the limitations
governing securities brokerage in section 225.25(b)(15)
of Regulation Y.6 The proposed options traded on
securities exchanges are options directly on the under-
lying instruments and brokers of these options are
regulated under securities laws by the SEC.”

Futures & Options also proposes to give investment
advice in conjunction with these brokerage activities.8

3. Futures & Options also proposes to execute and clear options on
short- and long-term interest rate contracts traded on the Chicago
Board Options Exchange. These are cash-settled options that are
based on the annualized yield to maturity (or the annualized discount,
in the case of U.S. Treasury bills) of U.S. Treasury securities. The
underlying instrument for a short-term option is the 13-week U.S.
Treasury bill, which is auctioned weekly. The underlying instrument
for a long-term option is a portfolio of six government securities — the
two most recently anctioned 7-, 10- and 30-year U.S, Treasury issues,
auctioned quarterly.

4. Section 225.25(b)(18) restricts membership in exchanges that
require the parent company to become a member, limits trading for the
subsidiary’s own account except for hedging purposes, requires time
stamping of customer orders, restricts extensions of credit for pur-
poses of meeting margin requirements, and requires maintenance of
adequate capital.

5. See The Hongkong and Shanghai Banking Corporation, 72
Federal Reserve Bulletin 345 (1986) (currency options); and Sovran
Financial Corporation, 12 Federal Reserve Bulletin 146 (1986) (U.S.
government securities options). The Board also has permitted the
combination of FCM activities with the brokerage of SEC-regulated
options contracts, See, e.g., The Hongkong and Shanghai Banking
Corporation, supra; Citicorp, 70 Federal Reserve Bulletin 591 (1984);
and Security Pacific Corporation, 70 Federal Reserve Bulletin 238
(1984).

6. Under this section, securities brokerage activities are limited to
buying and selling securities solely as agent for the account of
customers and do not include securities and underwriting or dealing or
investment advice or research.

7. Pursuant to an accord between the SEC and the CFTC, these
options are considered securities and are regulated by the SEC. The
substance of this accord was subsequently adopted by Congress, Pub.
L. No. 97-444, 96 Stat. 2294 (codified as amended at 7 U.S.C. § 77(b)
(October 13, 1982)). Thus, Futures & Options is required to register as
a broker/dealer in connection with brokering these options.

8. The Board has approved combining investment advisory activi-
ties with brokerage services for futures contracts on gold bullion and
options thereon on major commodities exchanges under the limita-
tions in section 225.25(b)(19) of Regulation Y. These limitations
prohibit trading for the company’s own account except for the
purpose of hedging a cash position in the related market and restrict
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The Board has noted that combining brokerage ser-
vices and investment advice for securities (‘‘full-ser-
vice brokerage’’) could lead to conflicts of interests
and unsound banking practices. Accordingly, the
Board has imposed certain limitations when these
activities are conducted on a combined basis, begin-
ning with National Westminster Bank, to address
these concerns.® Futures & Options maintains that
full-service brokerage limitations should not apply to
the proposed activities because options traded on
securities exchanges are the functional equivalent of
futures and options on futures on the same financial
instruments traded on commodities exchanges.!0 Ac-
cordingly, Futures & Options proposes to conduct its
broker/investment advisory activities for options
traded on securities exchanges under the same limita-
tions imposed by sections 225.25(b)(18) and (b)(19) of
Regulation Y for FCM and advisory activities for
futures and options on futures traded on commodities
exchanges.!!

In approving the execution and clearance of certain
options traded on securities exchanges, the Board has
recognized that, although an option traded on a secu-
rities exchange differs somewhat from a future or an
option on a future traded on a commodities exchange,
an option traded on a securitiecs exchange appears to
serve the same function as these other instruments

investment advice to financial institutions and other financially sophis-
ticated customers that have significant dealings or holdings in the
underlying instruments,

9. 72 Federal Reserve Bulletin 584 (1986). See also Bank of New
England Corporation, 74 Federal Reserve Bulletin 700 (1988).

10. The following full-service brokerage limitations would not in any
case be applicable to MHC's proposal:

(i) providing notice to customers that a bank affiliate may be a lender
to an issuer of securities;

(ii) not acting with regard to any security underwritten by an affiliate
or one in which an affiliate makes a market;

(iii) disclosing any interest of an affiliate as underwriter or market
maker in the securities being purchased or recommended; and

(iv) not providing advice with regard to the shares of an investment
company for which an affiliate serves as sponsor or investment
advisor.

11. These proposed limitations differ from the full-service brokerage
limitations primarily in the following respects:

(i) eligible customers will qualify under the ‘‘financially sophisticat-
ed”’ standard in section 225.25(b)(19) without regard to high net-worth
guidelines for individuals; and

(ii) advisory and brokerage activities may be conducted from shared
premises with nonbank affiliates and nondeposit-taking representative
offices of bank affiliates, although Futures & Options will hold itself
out as a separate and distinct corporation with its own properties,
assets, liabilities, capital, books, and records. Two officers of MHC’s
lead bank would serve as directors and officers of Futures & Options
for the purpose of providing technical support but not participating in
the day-to-day operations of Futures & Options. Futures & Options
will not exercise discretion with respect to any customer account and
will not execute any transaction in which an affiliate exercises
discretion without customer authorization. In addition, Futures &
Options and its affiliates will not exchange confidential information
obtained from customers other than mailing lists for solicitation and
advertising purposes.

since it offers the investor a means to hedge portfolio
risk.!2 Options on futures traded on commodities
exchanges, as well as options traded on securities
exchanges, may be used for buying or selling the
underlying instrument at a specific price at a specific
time in the future.!® In addition, the prices of both
types of options are also determined largely from the
prices of the underlying instrument.

Additional aspects of the Futures & Options pro-
posal make the full-service brokerage limitations less
appropriate in this context. Unlike equity and corpo-
rate debt obligations, there is no single corporate
issuer of the types of options proposed.!4 Accordingly,
concerns that a bank may make unsound loans to
companies in whose stock the securities brokerage
affiliate has invested is not present in this proposal.
Futures & Options has committed to disclose in writ-
ing its dual role in providing advisory and brokerage
services and that its bank affiliates are not responsible
for its obligations prior to the provision of any broker-
age service.!S Futures & Options has also committed
that all of its notices, advice, confirmations, corre-
spondence and other documentation will clearly indi-
cate its separate identity in order to avoid any confu-
sion between Futures & Options and its bank affiliates.
In addition, all the proposed activities must be con-
ducted within the regulatory framework established by
the SEC (for securities exchanges) and the CFTC (for
commodities exchanges). Under these circumstances,
and in light of the types of options involved in this
application, the Board believes that the limitations
proposed by Futures & Options are sufficient to pre-

12. See, e.g., Security Pucific Corporation, supra (options on
securitics issued or guarantced by the U.S. government or its agen-
cies; options on U.S. foreign money market instruments). The Board
has also approved brokerage of futures contracts and options thereon
on stock and bond indices. See, e.g., Chemical Banking Corporation,
76 Federal Reserve Bulletin 660 (1990); Long-Term Credit Bank of
Japan, Limited, 74 Federal Reserve Bulletin 573 (1988); Manufactur-
ers Hanover Corporation, 72 Federal Reserve Bulletin 144 (1986).

13. Both types of options are traded in auction markets where
premium prices, established through open competition, reflect the
market's expectation of future price movements and are traded in
standardized form, with similar standardized expiration dates. In
addition, both types of options settle and clear through centralized
clearing houses that act as intermediarics between buyers and sellers,
guaranteeing that there is a buyer for every seller and vice versa.

14. The Options Clearing Corporation (‘‘OCC™’) is the nominal
issuer of all options traded on securities exchanges. Ownership of the
OCC lies with the participating exchanges, not the purchasers of the
options. Consequently, options on stock and bond indices are con-
tractual obligations of the OCC-—an exchange clearing housc—and
not of a single corporate issuer.

15. Futures & Options has represented that it does not expect
individual professional traders to represent more than one percent of
the volume of all accounts and has also committed to notify the New
York Reserve Bank prior to or as soon as practicable thereafter of a
material change in its customer base for the purpose of monitoring any
changes in the entity’s credit risk profile.
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vent conflicts of interests and other unsound banking
practices.

In order to approve this application, the Board is
also required to determine that the performance of the
proposed activities by MHC ‘‘can reasonably be ex-
pected to produce benefits to the public ... that
outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C. § 1843(c)(8).

The Board expects that the de novo entry of MHC
into the market for at least some of these services
would increase the level of competition among provid-
ers of these services already in operation and provide
greater convenience to MHC’s customers. MHC’s
prior experience in providing services for futures and
options thereon demonstrates that Futures and Op-
tions would have the expertise to provide the proposed
services. Accordingly, the Board concludes that the
performance of the proposed activities by MHC can
reasonably be expected to provide benefits to the
public.

The Board also has considered the potential for
adverse effects that may be associated with this pro-
posal. There is no evidence in the record that consum-
mation of this proposal is likely to result in any
significant adverse effects, such as undue concentra-
tion of resources, decreased or unfair competition,
conflicts of interests, or unsound banking practices.
As discussed above, the Board has also relied on the
existing regulatory framework for the trading of op-
tions and futures on securities and commodity ex-
changes as well as MHC’s commitments and represen-
tations. The financial and managerial resources and
future prospects of MHC are considered consistent
with approval.

Based on consideration of all the relevant facts, the
Board concludes that the balance of the public interest
factors that it is required to consider under section
4(c)(8) is favorable. Accordingly, based on all the facts
of record, and subject to the conditions in this Order,
the Board has determined that the proposed applica-
tion should be, and hereby is, approved.

This determination is subject to all of the conditions
set forth in Regulation Y, including sections 225.4(d)
and 225.23(b)(3) (12 C.F.R. 225.4(d) and 225.23(b)(3)),
and to the Board’s authority to require such modifica-
tion or termination of the activities of a bank holding
company or any of its subsidiaries as the Board finds
necessary to assure compliance with, or to prevent
evasion of, the provisions and purposes of the BHC
Act and the Board’s regulations and orders thereun-
der.

The transaction shall be made not later than three
months after the effective date of this Order, unless

such period is extended for good cause by the Board or
by the Federal Reserve Bank of New York, pursuant
to delegated authority.

By order of the Board of Governors, effective
July 16, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Appendix
Exchanges and Contracts

Philadelphia Stock Exchange
Australian dollar option *
British pound option *
Canadian dollar option *
Deutschemark option *
French franc option *
Japanese yen option *
Swiss franc option *
Value Line Average Index option * *

American Stock Exchange
Major Market Index option*

Chicago Board Options Exchange
S&P 100 Stock Index option**
S&P 500 Stock Index option**
U.S. Treasury bond and note options**
Short-term and Long-term Interest Rate options**

Chicago Mercantile Exchange

Gold bullion futures and options on futures**
* Activities currently conducted
** Activities proposed to be conducted

Societe Generale
Paris, France

Order Approving Application to Act as a Registered
Options Trader on Foreign Exchange Options

Societe Generale, Paris, France, a foreign bank sub-
ject to the Bank Holding Company Act (‘‘BHC Act”’),
has applied under section 4(c)(8) of the BHC Act,
12 U.S.C. § 1843(c)(8), and section 225.23(a)(3) of the
Board’s Regulation Y, 12 C.F.R. 225.23(a)(3), for ap-
proval for its wholly owned subsidiary, Societe Gen-
erale Options-North America, Inc., Philadelphia,
Pennsylvania (‘“‘Company’’), to deal as a Registered
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Options Trader (‘‘Trader’’) in options on the Deutsche
mark traded on the Philadelphia Stock Exchange (the
“Exchange’’) during the Exchange’s evening trading
session. Applicant has also applied for approval for
Company to deal, as a Trader, in options on the
Japanese yen, Swiss franc, British pound, Canadian
dollar, Australian dollar, and European Currency
Unit. Applicant proposes that Company conduct its
activities as a Trader in these foreign currency options
during the Exchange’s day and evening trading ses-
sions. As a Trader, Company would act as dealer and
market maker in such options to assist in the mainte-
nance of a fair and orderly market on the Exchange.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published (53 Federal Register
27,685 (1990)). The time for filing comments has ex-
pired, and the Board has considered the application in
light of the public interest factors set forth in section
4(c)(8) of the BHC Act.

Applicant, with total consolidated assets equivalent
to approximately U.S. $174.3 billion, is the 26th larg-
est banking organization in the world.! In the United
States, Societe Generale operates three branches and
one agency.

In order to approve an application submitted pursu-
ant to section 4(c)(8) of the BHC Act, the Board is
required to determine that the proposed activity is ‘‘so
closely related to banking as to be a proper incident
thereto.”” 12 U.S.C. § 1843(c)}8). In considering
whether a proposed activity would be a proper inci-
dent to banking, the Board is required to determine
that the performance of the proposed activity can
reasonably be expected to produce benefits to the
public that outweigh possible adverse effects. Id.

A. Closely Related to Banking Analysis

Based on guidelines established in the National Cou-
rier case, a particular activity may be found to be
““closely related to banking®’ for purposes of section
4(c)(8) of the BHC Act if: banks generally do in fact
conduct the proposed activity; banks generally pro-
vide services that are operationally or functionally so
similar to the proposed activity as to equip them
particularly well to provide the proposed activity; or
banks generally provide services that are so integrally
related to the proposed activity as to require their
provision in a specialized form.2

1. Asset data are as of December 31, 1989. Ranking is as of
December 31, 1988.

2. Nat’l Courier Ass’n v. Board of Governors, 516 F.2d 1229, 1237
(D.C. Cir. 1975). The Board may aiso consider any other factor that
demonstrates a reasonable or close connection or relationship of the

A Trader deals for its own account in order to
maintain a ‘‘fair and orderly” market in certain op-
tions when a lack of price continuity or temporary
disparity in supply or demand exists on options for
which the Trader makes a market. Company would be
obliged to make a market in the proposed foreign
currency options, or bid and offer, for all traders who
approach it on the Exchange, but would not be obliged
in any way as to the price and quantity it bids and
offers.

A Trader is permitted to ‘‘leave the floor,” i.e., not
trade, provided the Trader meets minimum trading
levels each quarter. Societe Generale has not pro-
posed that Company act as a broker of foreign cur-
rency options.

The Board has previously recognized that foreign
exchange activities have traditionally been conducted
by banks and are permissible activities under the BHC
Act.3

The Board notes that the Office of the Comptroller
of the Currency has authorized national banks to deal
in foreign currency options as a Trader on a securities
exchange.* Banks are major participants in all aspects
of the foreign exchange markets and also act as
market-makers in various currencies. Their activities
include trading for their own account as well as for
customers in virtually all foreign exchange markets
and instruments, including trading foreign currency
options on regulated exchanges as proposed here.s

The Board also notes that banks act as market-
makers in the interbank market, continually offering
both bid and offer prices on the currencies and con-
tracts they trade. Through their participation in the
interbank market for foreign currency options, banks
have developed experience in dealing, market-making
and risk management, which are essential elements of
the proposed activities.

activity to banking. 49 Federal Register 794, 806 (1984); Securities
Industry Ass’n v. Board of Governors, 104 S. Ct. 3003, 3005-06 n.5
(1984).

3. See Hongkong and Shanghai Banking Corporation, 75 Federal
Reserve Bulletin 217 (1989) (trading foreign exchange forwards, fu-
tures, options, and options on futures for its own account for other
than hedging purposes to a limited extent); and The Nippon Credit
Bank, Ltd., 75 Federal Reserve Bulletin 308 (1989) (engaging in foreign
exchange spot transactions).

In addition, in 1989, the Board approved the application of Societe
Generale to engage de nove in acting as the specialist in Deutsche
mark options traded on the Exchange during the Exchange’s day
session. Societe Generale, 75 Federal Reserve Bulletin 580 (1989)
(“‘Societe Generale'’). In Societe Generule, the Board determined
that these activities would be permissible for a bank holding company
since the activity was functionally and operationally similar to dealing
in foreign currency.

4, Letter dated June 3, 1988, from J. Michael Shepherd, Senior
Deputy Comptroller for Corporate and Economic Programs, to Re-
public National Bank of New York.

5. See Societe Generale.
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For these reasons, and based on the facts of record,
the Board finds that the activity of engaging as a
Trader in foreign currency options on the Exchange is
closely related to banking for purposes of section
4(c)(8) of the BHC Act.

B. Balance of Public Benefits and Adverse Effects

In order to approve this application, the Board is
required to determine that the performance of the
proposed activities by Societe Generale ‘‘can reason-
ably be expected to produce benefits to the public, such
as greater convenience, increased competition, or gains
in efficiency, that outweigh possible adverse effects,
such as undue concentration of resources, decreased or
unfair competition, coanflicts of interests, or unsound
banking practices.”” 12 U.S.C. § 1843(c)(8).

Consummation of the proposal can reasonably be
expected to result in public benefits that outweigh
possible adverse effects. The proposed activities
would facilitate the development of the foreign ex-
change options market by providing increased market
liquidity and enhanced opportunities for financial in-
stitutions to hedge foreign exchange risk. In addition,
the Board expects that the entry of Company into the
market for these services would increase the level of
competition among Traders,

With regard to the adverse effects that might stem
from the proposal, the Board notes that acting as a
Trader involves the financial risk of adverse rate
fluctuations. In this case, the Board believes that
financial risk is sufficiently minimized by several con-
siderations. First, the rules of the Exchange permit the
Trader to set the price and quantity that it will buy and
sell in order to minimize its risk in an adverse or
volatile market. The Trader is required to deal for its
own account as necessary to maintain a ‘‘fair and
orderly market.”” Under the rules of the Exchange,
however, a Trader is permitted to leave the trading
floor, provided it has met the minimum trading re-
quirements for each quarter. Therefore, unlike the
Specialist, who is expected to trade at all times, a
Trader may refrain from dealing when potential profits
do not appear likely.

Second, Societe Generale states that the proposed
activities are not speculative and that Exchange Rules
are intended to prohibit a Trader from speculating.®

6. Exchange Rdule 1014 provides that a Trader should not enter into
transactions for its own account unless those transactions ‘‘are
reasonably calculated to contribute to the maintenance of a fair and
orderly market.”’ In addition, Rule 1015 states that no member of the
Exchange should enter into a transaction which is ‘‘excessive in view
of his financial resources or in view of the market for such security.”’

Rather, Traders generate profits from the spread be-
tween their bid and offer quotations. Societe Generale
states that Company will be carefully hedged at all
times and will operate pursuant to trading limits that
will reduce its exposure to a minimum.” Company will
not write foreign currency options on an unhedged
basis, and has committed that it will not utilize its
Trader role to trade in a broader array of options than
those which are the subject of this application.

Third, the record also shows that Societe Generale
has developed extensive experience in trading foreign
currency options on the over-the-counter market and
on exchanges, and that Societe Generale has devel-
oped substantial experience with hedging from its
existing foreign currency and options business. In this
regard, Company will institute a computerized options
risk-management system that will include an ongoing
analysis of risk exposure and hedges; ‘“‘what if”’ stud-
ies for different market scenarios; continuous review
of Company’s compliance with its own internal limits;
and back-office surveillance of the firm’s floor trading
activities. The Board also notes that Company will be
a registered broker—dealer with the Securities and
Exchange Commission and hence subject to the net
capital requirements applicable to registered broker—
dealers. In this regard, the Board expects that Com-
pany will maintain at all times capital adequate to
support its activity and cover reasonably expected
expenses and losses.

In reaching its conclusions in this case, the Board
has considered its decision in Compagnie Financiere
de Suez and Banque Indosuez® denying a proposal to
act as a specialist in French franc options on the
Exchange. The Board believes that the facts and
circumstances in this case are different in several
significant respects from the situation presented in
Banque Indosuez. In particular, this proposal does not
raise the issues relating to potential conflicts of interest
and risk raised in Banque Indosuez. Company appears
to possess adequate management and expertise to
supervise the activities. Moreover, the market for
foreign currency options has broadened significantly,
particularly on the Exchange, and the involvement of
commercial banks in that market has become more
widespread.

The record does not indicate that the proposal is
likely to result in significantly adverse effects, such as

7. Societe Generale has not proposed to engage in pit arbitrage
activities. See Citicorp, 68 Federal Reserve Bulletin 776 (1982).
Company would purchase and sell foreign exchange options as a
market maker, and seek to profit from a disparity between bid and
offer prices. Company would hedge these positions. Company would
not purchase options in anticipation of future price movements.

8. Compagnie Financiere de Suez and Banque Indosuez, 72 Federal
Reserve Bulletin 141 (1986) (‘‘Banque Indosuez’').
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undue concentration of resources, decreased or unfair
competition, conflicts of interests, or unsound banking
practices. Based upon the foregoing and other consid-
erations reflected in the record, and subject to the
commitments made by Societe Generale, the Board
has determined that the public benefits associated with
this proposal can reasonably be expected to outweigh
possible adverse effects, and that the balance of the
public interest factors that the Board is required to
consider under section 4(c)8) of the BHC Act is
favorable.

For the reasons stated in this order, and subject to
all of the commitments made by Societe Generale and
Company, the Board has determined that the applica-
tion should be, and hereby is, approved. This deter-
mination is further 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 the holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with, or to prevent evasion of,, the provisions and
purposes of the BHC Act and the Board’s regulations
and orders issued thereunder.

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

By order of the Board of Governors, effective
July 30, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

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

C&S/Sovran Corporation
Norfolk, Virginia

Avantor Financial Corporation
Norfolk, Virginia

Order Approving the Formation of a Bank Holding
Company Through the Acquisition of Two Bank
Holding Companies and Their Banking and
Nonbanking Subsidiaries

Avantor Financial Corporation, Norfolk, Virginia
(‘*Avantor™), has applied under section 3 of the Bank

Holding Company Act (12 U.S.C. § 1842) (“‘BHC
Act’’) to become a bank holding company by acquiring
The Citizens and Southern Corporation, Atlanta,
Georgia (**C&S™), and Sovran Financial Corporation,
Norfolk, Virginia (“*Sovran’’), both bank holding com-
panies within the meaning of the BHC Act, and
thereby to acquire the subsidiary banks of both C&S
and Sovran listed in Appendix A to this Order. Avan-
tor has also appliecd under section 4(¢)(8) of the BHC
Act (12 U.S.C. § 1843(¢)(B)) to acquire the nonbanking
subsidiaries of C&S and Sovran listed in Appendix B
to this Order. Each of these activities has been previ-
ously approved by the Board, and Avantor has com-
mitted to conduct these activities subject to all of the
limitations, commitments, and conditions contained in
the relevant regulations and in the orders approving
these activities for Sovran and C&S. Avantor has also
applied to acquire Sovran Trading Company Central/
South pursuant to section 4(c¢)(14) of the BHC Act, and
to acquire indirectly the shares of Citizens and South-
ern International Bank and Citizens and Southern
International Bank of Atlanta, which arc corporations
chartered pursuant to section 25(a) of the Federal
Reserve Act (12 U.S.C. § 611 ¢f seq.) (the “"Edge
Act’).

Notice of the applications, affording interested per-
sons an opportunity to submit comments, has been
published (54 Federal Register 53,185 (1989)). 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(¢)
and 4 of the BHC Act,

Sovran, with approximately $25.5 billion in total
consolidated assets, owns eight banking subsidiarics in
Virginia, Delaware, Kentucky, Maryland, the District
of Columbia, and Tenncssce, controlling approxi-
mately $18.7 billion in total consolidated deposits.?

1. Subsequent to the proposed acquisition, C&S and Sovran will
continug to operate as second tier bank holding company subsidiaries
of Avantor.

in connection with the transaction, C&S and Sovran have granted
to euch other an option to purchase up to 16.6 percent of the
outstanding common stock of their respective organizations. Appli-
cant has also applied for approval to cxercise its option it any of
several precoaditions accur,

2. Sovran is the largest commercial banking organization in Vir-
ginia, controlling deposits of approximately $10.2 billion, represcnting
approximately 19.9 percent of the total deposits in commercial banks
in Virginia. Sovran is the fourth largest commercial banking organi-
zation in Tennessee, controlling deposits of approximately $4.1 bil-
lion, representing approximately 10.7 percent of the total deposits in
commercial banks in Tennessee. In Maryland, Sovran is the tourth
largest commercial banking organization, controlling deposits of ap-
proximately $3.3 billion, representing approximately 8.5 percent of
the total deposits in commercial banks in Maryland. In the District of
Columbia, Sovran is the fifth Jargest commercial banking organiza-
tion, controlling approximately $842.9 million in deposits, represent-
ing approximately 6.4 percent of the total deposits in commercial
banks in the District of Columbia. Sovran controls less than one
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C&S, with approximately $23.3 billion in total consol-
idated assets, owns five banking subsidiaries and three
trust companies in the states of Georgia, Florida and
South Carolina, controlling approximately $18.1 bil-
lion in total consolidated deposits.3 Upon consumma-
tion of this proposal, Avantor would be the tenth
largest commercial banking organization in the United
States based on total consolidated deposits ($36.8
billion), and the twelfth largest commercial banking
organization in the country based on total consolidated
assets ($48.8 billion).4

Douglas Amendment

Section 3(d) of the BHC 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 control of any bank located outside of the
holding company’s home state, unless such acquisition
is “‘specifically authorized by the statute laws of the
State in which [the] bank is located, by language to that
effect and not merely by implication.”” Upon consum-
mation of the proposal, Avantor’s home state will be
Virginia.® The Board has previously determined that
the interstate banking statutes of Georgia, Florida,
Kentucky, Maryland, Tennessee and the District of
Columbia and the banking law of the State of Delaware
expressly authorize a Virginia bank holding company,
such as Avantor, to acquire banking organizations in
those states.® The statute laws of South Carolina

percent of the total deposits in commercial banks in Kentucky and
Delaware.

3. C&S is the largest commercial banking organization in Georgia,
controlling deposits of approximately $9.3 billion, representing ap-
proximately 18.9 percent of the total deposits in commercial banks in
Georgia. In South Carolina, C&S is the third largest commercial
banking organization, controlling approximately $3.2 billion in depos-
its, representing approximately 18.2 percent of the total deposits in
commercial banks in South Carolina, In Florida, C&S is the seventh
largest commerciaf banking organization, controlling deposits of ap-
proximately $5.6 billion, representing approximately 5.1 percent of
the total deposits in commercial banks in Florida.

4. Deposit and asset data are as of December 31, 1989,

S. 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. The
operations of a bank holding company are considered principally
conducted in that state in which the total deposits of all such banking
subsidiaries are largest on the date the holding company became a
bank holding company. Consummation of the proposed acquisition of
Sovran and C&S by Avantor will result in Avantor initially having the
largest concentration of deposits of its subsidiary banks in Virginia.

6. Bank of Virginia, 72 Federal Reserve Bulletin 65 (1986) (Mary-
tand); Sovran Financial Corporation, 72 Federal Reserve Bulletin 276
(Delaware); Sovran Financial Corporation, 72 Federal Reserve Bul-
letin 282 (District of Columbia}; Credit and Commerce American
Holdings, 73 Federal Reserve Bulletin 755 (1987) (Georgia); Sovran
Financial Corporation, 73 Federal Reserve Bulletin 939 (Kentucky
and Tennessee); Credit and Commerce American Holdings, 75 Fed-
eral Reserve Bulletin 302 (1989) (Florida).

expressly authorize the acquisition of a banking insti-
tution in South Carolina by a bank holding company
located in a state in a defined region, which includes
Virginia, if that other state authorizes the acquisition
of a financial institution in that state on a reciprocal
basis by a South Carolina bank holding company.?
Virginia law expressly authorizes the acquisition of a
banking organization in Virginia by a South Carolina
bank holding company on a reciprocal basis.® There-
fore, Avantor’s acquisition of banks located in South
Carolina is permitted under the laws of that state.? In
light of the foregoing, the Board has determined that
its approval of the proposal is not prohibited by the
Douglas Amendment.

Competitive, Financial and Managerial Factors

The bank subsidiaries of Sovran and C&S do not
compete directly in any relevant banking market.
Accordingly, the Board has determined that consum-
mation of this proposal would not have a significantly
adverse effect on the concentration of commercial
banking resources or on existing competition in any
relevant banking market. The Board also has consid-
ered the effects of the proposal on probable future
competition in the relevant markets, In light of the
market concentration and the number of probable
future entrants into those markets, the Board con-
cludes that consummation of this proposal would not
have a significantly adverse effect on probable future
competition in any relevant market.

In evaluating these applications, the Board has
considered the financial and managerial resources of
Avantor, Sovran, and C&S, and their bank subsidiar-
ies, and the effect of the proposed acquisition on the
resources and future prospects of these companies.
Avantor proposes to accomplish the merger through
an exchange of shares with both Sovran and C&S, !0
and no debt would be incurred by any organization in
the transaction. Following consummation of the pro-
posal, Avantor will have capital ratios above the
minimum levels specified in the Board’s Capital Ade-
quacy Guidelines. Based on these and all of the other

7. S.C. Code Ann. § 34-24-50 (1987). South Carolina law also
requires that the applicant must have in excess of 80 percent of its total
deposits in bank subsidiaries in the southern region. S.C. Code Ann.
§ 34-24-20(14) (1987). Avantor will satisfy this requirement.

8. Va. Code § 6.1-399 (1988),

9. Approval of this proposal is conditioned upon Avantor receiving
all required state regulatory approvals, including approval by the
Commissioner of Banking of South Carolina of Avantor’s acquisition
of C&S’s subsidiary banks in that state.

10. Avantor proposes to exchange 1.23 of its shares for each share
of Sovran. Avantor will use its shell subsidiary, C&S Merger Subsid-
iary, Inc., to acquire C&S through a phantom merger by exchanging
shares on a one-for-one basis,
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facts of record, the Board concludes that financial and
managerial considerations, and considerations relating
to the effects of the proposed transaction on the
resources and future prospects of these companies,
are consistent with approval of this application.

Convenience and Needs Factors

In considering the convenience and needs of the
communities to be served, the Board has taken into
account the record of the subsidiary banks of both
Sovran and C&S under the Community Reinvestment
Act (12 U.S.C. § 2901 ef seq.) (““CRA’"). The CRA
requires the federal financial supervisory agencies to
encourage financial institutions to help meet the credit
needs of the local communities in which they operate
consistent with the safe and sound operation of such
institutions. To accomplish this end, the CRA requires
the appropriate federal supervisory authority to ‘‘as-
sess an institution’s record of meeting the credit needs
of its entire community, including low- and moderate-
income neighborhoods, consistent with the safe and
sound operation of the institution,’” and to take this
record into account in its evaluation of bank holding
company applications. !

In this regard, the Board has received comments
from various organizations in Atlanta, Georgia
(‘“‘Protestants™’),'2 critical of the CRA performance of
C&S’s lead bank, Citizens and Southern National
Bank, N.A., Atlanta, Georgia (‘‘Atlanta Bank’'). The
Protestants allege that Atlanta Bank:

(1) does not adequately determine the community

credit needs of low- and moderate-income and mi-

nority residents and that Atlanta Bank's board of

directors does not review the Bank’s CRA perfor-
mance;

(2) has very few minorities occupying decision-

making positions at the bank;

(3) is failing to provide convenient banking services

to low- and moderate-income and minority neigh-

borhoods;

(4) is not sufficiently facilitating the development of

multi-family housing for low- and moderate-income

individuals; and

(5) fails to meet the credit and banking needs of

low-income and minority families and minority-

owned businesses. C&S has submitted a detailed

11, 12 U.S.C. § 2903,

12. Comments were received from Atlanta Legal Aid, Atlanta,
Georgia; Georgia Housing Coalition, Atlanta, Georgia; Interfaith,
Inc., Atlanta, Georgia; and Southern Christian Leadership Confer-
ence, Atlanta, Georgia. The Empire Real Estate Board, Atlanta,
Georgia (“Empire’’) also submitted comments in support of the
protest after the close of the public comment period.

response to the comments made by Protestants.!?
General comments were also received from Con-
cerned Citizens for Justice, Chattanooga, Tennes-
see, critical of the CRA performance of C&S and of
Sovran Bank of Chattanooga, Chattanooga, Tennes-
see (“‘Tennessee Bank’’),'4

The Board has carefully reviewed the CRA perfor-
mance record of Sovran, C&S, and their bank subsid-
iaries, including Atlanta Bank and Tennessee Bank, as
well as the comments of all of the commenters and
Avantor’s response to those comments, in light of the
CRA, the Board’s regulations and the Statement of the
Federal Financial Supervisory Agencies Regarding the
Community Reinvestment Act (“‘Agency CRA
Statement’’).t5 The Agency CRA Statement provides
guidance regarding the types of policies and proce-
dures that the supervisory agencies believe financial
institutions should have in place in order to fulfill their
responsibilities under the CRA on an ongoing basis,
and the procedures that the supervisory agencies will
use during the applications process to review an
institution’s CRA compliance and performance. The
Agency CRA Statement also suggests that decisions
by agencies to allow financial institutions to expand
will be made pursuant to an analysis of the overall
CRA performance of the institution,!¢

Initially, the Board notes in this case that all of the
subsidiary banks of both Sovran and C&S — including
Atlanta Bank and Tennessee Bank—have received
satisfactory ratings from their primary regulators in
the most recent examinations of their CRA perfor-
mance. The Board notes that the Protestants’ com-
ments were part of the CRA examination record of
Atlanta Bank, and the Office of the Comptrolier of the
Currency (*‘OCC’’) reviewed these comments in con-
ducting its examination of Atlanta Bank. The Agency
CRA Statement provides that, although CRA exami-
nation reports do not provide conclusive evidence of
an institution’s CRA record, these reports will be
given great weight in the applications process.!?

In addition, Sovran, C&S and their subsidiary banks
have in place the types of policies outlined in the
Agency CRA Statement that contribute to an effective

13. Atlanta Bank has met privately with some of the Protestants in
an effort to clarify the issues presented under the CRA. Although the
parties were unable to resolve all of their differences, Atlanta Bank
has offered to continuc to work with Protestants to address their
concerns.

14. On April 9, 1990, subsequent to receipt by the Board of the
comments critical of Tennessee Bank, Tennessee Bank was merged
into and became a branch of Sovran Bank-Central South, Nashville,
Tennessee.

15. 34 Federal Register 13,742 (1989).

16. Id.

[7. 54 Federaf Register at 13,745,
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CRA program. C&S has established a program for
reviewing and supervising the CRA programs of its
subsidiary banks. This program includes an annual
review of each bank’'s CRA statement, a self-assess-
ment of the bank’s CRA performance, and an evalua-
tion of these self-assessments to determine whether
each bank is addressing its responsibilities to the
community under the CRA. C&S has devised written
procedures that explain how the assessment is to be
completed and how it will be analyzed. The self-
assessment requires each bank to:
(1) establish annual CRA goals,
(2) conduct quarterly evaluations of bank activities
in each city and county in the bank’s delineated
service area and evaluate annually the bank’s CRA
goals, and
(3) conduct an annual geographic analysis of credit
applications, denials and approvals. C&S also pro-
vides information to subsidiary banks regarding
evolving areas of emphasis under the CRA, and
suggests guidelines to assure that subsidiary banks
are meeting their responsibilities to their communi-
ties under the CRA.

As part of its CRA program, Atlanta Bank has
established a CRA Committee, comprised of individ-
nals representing all areas of the bank’s operations, to
monitor the bank’s efforts to address community
credit needs. The CRA Committee meets quarterly to
review the information, opinions, and requests that it
receives regarding the bank’s products and services,
and considers new bank products and services to
respond to identified community credit needs. Atlanta
Bank’s CRA activities are coordinated by the CRA
officer, who also reviews and evaluates bank self-
assessments and CRA goals. The CRA officer’s eval-
uations are provided to the bank’s Affirmative Action
Committee, a committee of Atlanta Bank’s board of
directors established to review the bank’s CRA activ-
ities and its employment practices, and to advise the
bank’s board of directors on these matters. Both the
CRA Committee and the Affirmative Action Commit-
tee report on CRA matters directly to the board of
directors of Atlanta Bank, which regularly reviews the
bank’s CRA performance.!® Atlanta Bank has ex-
panded its CRA Statement to include the types of

18. The Board notes that while the CRA does not require financial
institutions to maintain a particular racial composition in structuring
the institution’s decision-making process, the record does not warrant
a finding that Atlanta Bank has excluded minorities from decision-
making positions or otherwise engaged in discriminatory hiring prac-
tices. The Bank’s Affirmative Action Committee has been active in
assuring that Atlanta Bank has not engaged in discriminatory hiring or
promoting practices. Atlanta Bank has several minorities in manage-
rial positions, and the bank’s Advisory Committee includes minority
representatives from the local business community.

credit it offers, describe its methods for performing
community credit needs, and list the types of commu-
nity projects that the bank has funded and the mone-
tary amounts provided.!?

Atlanta Bank ascertains community credit needs
through various means, including through the collec-
tion and evaluation of data regarding community in-
come characteristics and related credit needs. Atlanta
Bank also uses direct forms of community contact to
ascertain credit needs. The bank’s officer call program
is used extensively to gather information on the credit
needs of low- to moderate-income individuals in the
community. Atlanta Bank’s Government Banking de-
partment works closely with county and municipal
governments and school boards to help understand
their credit needs and to evaluate community devel-
opment programs. Bank officers and employees are
encouraged to learn more about community credit
needs by participating in community and civic organi-
zations. To promote involvement in these types of
organizations, Atlanta Bank offers Community In-
volvement Awards, whereby monetary donations are
made to a community or civic group in the name of the
bank employee involved in the organization. Atlanta
Bank has also recently formed an internal task force to
develop strategies to communicate more effectively
with community groups, and to train bank employees
to ensure sensitivity in dealing with low-income cus-
tomers.

The record shows that Atlanta Bank markets its
products and services through both general circulation
and several minority-oriented media. Atlanta Bank
also participates in a series of seminars and presenta-
tions to educate low-income individuals about how to
buy and obtain mortgage financing for a home, as well
as to market its mortgage products to this segment of
the community.

Atlanta Bank has taken the lead in developing the
recently created Atlanta Equity Fund. Modeled after
the Chicago Equity Fund, the Atlanta Equity Fund is
a program whereby the City of Atlanta, major financial
institutions, and private corporations contribute eq-
uity to low-income multi-family housing projects. At-
lanta Bank has consistently provided banking services
and credit to low-income individuals in its community,
capturing between 20 and 25 percent of Atlanta’s
low-income deposit market for checking, savings,
ATM, direct deposit and credit card services.

19. In this regard, one of the Protestants has asserted that Atlanta
Bank's CRA Statement lists no surveys, studies or reports that
document the needs of the low- to moderate-income and minority
communities. The Board notes that Atlanta Bank's CRA Statement
contains the information required by the regulations of the OCC,
which is the primary regulator of Atlanta Bank.
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Atlanta Bank has been an active mortgage lender to
low-income persons, and participates in various pro-
grams established to address the mortgage credit
needs of Atlanta’s low- to moderate-income
communities.2? During the 15-month period from June
1988 through September 1989, Atlanta Bank made
over $12 million in housing-related loans in low-in-
come census tracts in the Atlanta metropolitan area.
This includes a $7.6 million participation in loans made
by the Atlanta Mortgage Consortium, which is a
program whereby participating lenders provide re-
duced rate mortgage financing to low- and moderate-
income persons who would not otherwise qualify for
conventional loans. This amount also includes over
$2.5 million loaned under the bank’s Special Mortgage
Loan Program, and over $700,000 loaned under the
bank’s Special Home Improvement Loan Program.
Both of these programs, operated solely by Atlanta
Bank, provide below market rate financing for families
earning less than $35,000 annually. Atlanta Bank has
recently committed another $15 million to the Special
Home Improvement Loan Program, $10 million to the
Special Mortgage Loan Program, and $2.7 million to
the Atlanta Mortgage Consortium. During 1989, At-
lanta Bank also made 48 Georgia Residential Finance
Authority (GFRA) loans totaling $2.5 million for first-
time low-income home buyers.?! In addition, Atlanta
Bank has made several construction and rehabilitation
loans on multi-family properties in low-income census
tracts throughout Atlanta.??

20. The Protestants cite a series of articles that appeared in the
Atlanta Journal Constitution—based on studies conducted in Atlanta
in 1986—which asserted that Atlanta Bank and other commercial
banks in Atlanta werc making few home mortgage loans to low- and
moderate-income minorities in the Atlanta area. In the ‘‘Report on
Loan Discrimination” submitted to Congress by the Board on Octo-
ber 13, 1989, pursuant to section 1220 of the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989 (the *‘Report’’), the
Board generally reviewed various public studies of mortgage fending
in Atlanta, Cleveland, Detroit and Boston. The Report noted that,
while these studies appeared to indicate that disparities existed in
home mortgage lending between minority and non-minority areas,
they did not draw definitive conclusions about the existence or extent
of racial discrimination in mortgage lending and did not account for
certain factors other than discrimination in lending that might account
for these disparities—including differences in demand for mortgage
loans, differences in the types of mortgage products offered by
depository and nondepository institutions, and the tendency of non-
depository lenders to dominate the minority mortgage loan market. In
its most recent CRA examination of Atlanta Bank, the OCC found no
evidence of iliegal discrimination in Atlanta Bank’s lending practices.

21. In January 1990, South Atlanta Land Trust, a local nonprofit
developer, presented Atlanta Bank with its 1990 Corporate Awareness
Award in recognition of Atlanta Bank’s assistance to the south Atlanta
community. Additionally, Atlanta Bank’s commitment to affordable
housing initiatives was recently recognized by the Mortgage Bankers’
Association.

22. While Protestants contend that Atlanta Bank has made few
investments in permanent financing for low-income muiti-family hous-
ing projects throughout Atlanta, Atlanta Bank contends that perma-
nent financing is usually provided by insurance companies and other

Atlanta Bank markets its loan products to minori-
ty-owned businesses primarily through its officer call
program. Additionally, branch managers and bank
officials are active in various organizations that pro-
mote minority-owned businesses, including the Ren-
aissance Capital Corporation and the Atlanta Small
Business Project. Atlanta Bank is also an investor in
the Renaissance Capital Corporation, which provides
funding to minority businesses that do not meet
standard commercial bank loan underwriting criteria.
Atlanta Bank also provides educational resources to
the NAACP’s Business Owners’ Program, the More-
house College Business Fellows’ Seminar, and the
Alonzo Crim High School Enterprise Business Pro-
gram,

Atlanta Bank offers two low-cost checking ac-
counts designed to address the checking needs of
both students and low- and moderate-income per-
sons, and both checking accounts have been very
popular in the Atlanta metropolitan area. Atlanta
Bank has branches located throughout the Atlanta
metropolitan area that provide Saturday banking
services. Almost one-third of these branches are
located in, or immediately adjacent to, low-income
census tracts. The bank’s ATMs, and those of affil-
iated systems, are located throughout the metropol-
itan area.

Sovran has also established a program for review-
ing and supervising the CRA programs of its subsid-
iary banks. Sovran has a corporate CRA officer who
works closely with the Community Affairs Commit-
tee of Sovran’s lead bank, Sovran Bank, N.A.,
Richmond, Virginia (‘‘Sovran Bank’’) to coordinate
Sovran’s corporate CRA program. The Community
Affairs Committee of Sovran Bank, a committee of
Sovran Bank’s board of directors, reports to
Sovran’s board of directors on the CRA program of
all subsidiary banks and suggests new bank products
and services to help meet community credit needs.
Each subsidiary bank in the Sovran system, includ-
ing Tennessee Bank, has a CRA committee and a
CRA officer to implement and monitor each bank’s
CRA programs and initiatives.

Tennessee Bank ascertains and meets its commu-
nity’s credit needs through a coordinated approach
that involves both bank management and members of

institutions having long-term sources of funding, and that commercial
banks such as Atlanta Bank usually concentrate on construction and
rehabilitation financing. In this regard, the Board notes that the CRA
does not require the use of specific bank lending products or services
to meet the credit needs of a community. Rather, the Board has, in the
past, recognized the importance of allowing banks to focus their
lending efforts on particular community needs in meeting their respon-
sibilities under the CRA. See Dominion Bankshares Corporation, 72
Federal Reserve Bulletin 187 (1986); Commerce Bancshares, Inc., 64
Federal Reserve Bulletin 576 (1978).
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the community. Tennessee Bank’s CRA Committee,
consisting of members of the bank’s senior manage-
ment, works closely with Chattanooga Neighborhood
Enterprises, Chattanooga, Tennessee, a community
organization that advises the CRA Committee on Ten-
nessee Bank’s CRA program. Together, these two
groups develop initiatives regarding bank products and
services that they believe will address community
credit needs, and present these plans to the bank’s
board of directors for consideration.

For the foregoing reasons, and based upon all of the
facts of record, the Board concludes that the records
of performance under the CRA of C&S, Sovran, and
their subsidiary banks, are consistent with approval of
these applications. Accordingly, the Board concludes
that convenience and needs considerations are consis-
tent with approval of these applications.2?

Acquisition of Nonbanking Companies

As noted above, the nonbanking activities that Avan-
tor proposes to conduct have previously been found
by the Board, either by order or regulation, to be
closely related to banking for purposes of section
4(c)(8) of the BHC Act. Avantor proposes to conduct
these activities within all of the limits and conditions
imposed by those orders and regulations.?

23. Protestants also have requested that the Board hold a public
hearing or meeting to assess further facts surrounding Atlanta Bank’'s
CRA performance. Generally under the Board’s rules, the Board may,
in its discretion, hold a public hearing or meeting on an application to
clarify factual issues related 1o the application and to provide an
opportunity for testimony, if appropriate. 12 U.S.C. §§ 262.3(e) and
262.25 (d).

The Board has carefully considered the Protestants’ request for a
public meeting or hearing in this case. In the Board’s view, the parties
have had ample opportunity to present submissions, and have submit-
ted substantial written comments that have been considered by the
Board. In light of these facts, the Board has determined that a public
meeting or hearing is not necessary to clarify the factual record in
these applications, or otherwise warranted in this case. Accordingly,
Protestants’ request for a public meeting or hearing on this application
is hereby denied.

24. A number of insurance trade associations have submitted
comments objecting to Board approval of the acquisition by Avantor
of certain insurance subsidiaries of Sovran and C&S. These protes-
tants contend that certain insurance subsidiaries of Sovran and C&S
do not qualify for exemption under sections 4(c)(8)(D) or 4(c)(8)(G) of
the BHC Act, and that certain other subsidiaries conduct credit-
related insurance activities beyond the scope permitted under section
4(c)(B)(A) of the BHC Act or relevant state law. In order to afford
Avantor an opportunity to more fully address these comments, the
Board has deferred action on these applications. In this regard, the
insurance activities conducted by Sovran Credit Corporation, Sovran
Equity Mortgage Corporation, Sovran Mortgage Corporation and
C&S Family Credit, Inc., are not approved by this Order, but will be
considered in conjunction with Avantor’s applications to acquire the
insurance subsidiaries of C&S and Sovran.

In considering Avantor’s acquisition of the nonbank-
ing subsidiaries of both Sovran and C&S, the Board
notes that certain of these subsidiaries compete in
geographic markets that are regional or national in
scope. These markets are served by numerous compet-
itors, and neither Sovran nor C&S has a significant
market share. Accordingly, the Board concludes that
Avantor’s acquisition of the nonbank subsidiaries of
Sovran and C&S would not significantly affect compe-
tition in any relevant market. Furthermore, there is no
evidence in the record to indicate that approval of this
proposal would result in undue concentration of re-
sources, unfair competition, conflicts of interest, unsound
banking practices, or other adverse effects on the public
interest. Accordingly, the Board has determined that the
balance of the public interest factors it must consider
under section 4(c}8) of the BHC Act is favorable and
consistent with approval of these applications.

The Board has also considered Avantor’s proposal to
acquire Sovran Trading Company Central/South pursuant
to section 4(c)(14) of the BHC Act, and to acquire Citizens
and Southern International Bank and Citizens and South-
ern International Bank of Atlanta under the Edge Act.
Based on all of the facts of record, the Board has deter-
mined that disapproval of this proposed investment 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 transactions 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 Atlanta, acting pursu-
ant to delegated authority. The determination as to the
nonbanking activities approved in this case are subject
to all of the conditions contained in 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)), and to the Board’s
authority to require such notification or termination of
the activities of a holding company or any of its
subsidiaries as the Board finds necessary to assure
compliance with, or to prevent evasion of, the provi-
sions and purposes of the BHC Act and the Board’s
regulations and orders issued thereunder.

By order of the Board of Governors, effective
July 24, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board



Legal Developments 785

Appendix A
Bank Subsidiaries to be Acquired

(1) The Citizens and Southern National Bank, Sa-
vannah, Georgia.

(2) The Citizens and Southern National Bank of
Florida, Fort Lauderdale, Florida.

(3) The Citizens and Southern National Bank of
S.C., Columbia, South Carolina.

(4) Citizens and Southern Trust Company (Georgia),
N.A., Atlanta, Georgia.

(5) Citizens and Southern Trust Company (Florida),
N.A., Fort Myers, Florida.

(6) Citizens and Southern Trust Company (South
Carolina), N.A., Columbia, South Carolina.

(7) The Citizens and Southern Bank of Duval
County, Neptune Beach, Florida.

(8) The Citizens and Southern Bank of Monroe
County, Marathon, Florida.

(9) Sovran Bank, N.A., Richmond, Virginia.

(10) Sovran Bank/Maryland, Bethesda, Maryland.

(11) Sovran Bank/DC National, Washington, D.C.

(12) Sovran Bank/Delaware, Dover, Delaware.

(13) Sovran Bank/Central South, Nashville, Tennes-
see.

(14) Sovran Bank/Greenville, Greenville, Tennes-
see,

(15) Sovran Bank/Tri-Cities, Johnson City, Tennes-
see.

(16) Sovran Bank/Kentucky, Hopkinsville, Ken-
tucky.

Appendix B
Nonbanking Subsidiaries to be Acquired

(1) Cash Flow, Inc., which is engaged in providing
electronic funds transfer services.

(2) Sovran Capital Management Corporation, which
is engaged in investment management and advisory
services to institutional investors.

(3) Sovran Credit Corporation, which is engaged in
consumer lending activities, making, acquiring and
servicing for its own account or the account of others,
loans secured primarily by first mortgages on real
property.

(4) Sovran Equity Mortgage Corporation, which is
engaged in making, acquiring and servicing for its own
account or the account of others, loans secured pri-
marily by second mortgages on real property.

(5) Sovran Investment Corporation, which is en-

gaged in providing investment banking, securities bro-
kerage, investment and financial advice, and, to a
limited extent, underwriting and dealing in bank-inel-
igible securities.

(6) Sovran Leasing Corporation, which is engaged
in commercial financing, in making, acquiring, and
servicing, for its own account or the account of
others, loans and leases of real and personal prop-
erty, and in arranging, financing, structuring and
analyzing equipment leasing.

(7) Sovran Mortgage Corporation, which is engaged
in making, acquiring or servicing, for its own account
or the account of others, loans secured primarily by
morigages on real property.

(8) Sovran Realty Services Corporation, which is
engaged in originating, brokering, and selling com-
mercial mortgage loans primarily for properties lo-
cated in the middle region of Tennessee.

(9) Suburban Service Corporation, which is en-
gaged in the instatlation of and provision of support
services to automated teller machines and the man-
agement of electronic funds transfers switches.

(10) VNB Capital Corporation, which is engaged in
making or acquiring new loans or other extensions of
credit involving construction financing and mortgage
lending on residential, multifamily and commercial
real estate.

(11) Citizens and Southern Mortgage Corporation,
which is engaged in making, acquiring, or servicing,
for its own account or the account of others, loans or
other extensions of credit secured primarily by first
mortgages on real property.

(12) C&S Capital Corporation, which is engaged in
commercial equipment leasing.

(13) C&S Family Credit, Inc., which is engaged
through its offices and the offices of its subsidiaries,
C&S Family Credit of Alabama, Inc., C&S Family
Credit of Florida, Inc., C&S Family Credit of North
Carolina, Inc., and C&S Family Credit of Tennessee,
Inc., in the making of consumer and commercial
loans secured primarily by personal property and by
first and second mortgages on real property.

(14) Citizens and Southern Investment Advisors,
Inc., which is engaged in performing portfolio man-
agement services to affiliated and nonaffiliated par-
ties, and is a registered commodities trading advisor.

(15) C&S Financial Services, Inc., which is engaged
in equipment leasing activities.

(16) Florida Interchange Group, Inc., which is en-
gaged in providing electronic funds transfer services.

(17) Georgia Interchange Network, Inc., which is
engaged in providing electronic funds transfer ser-
vices.
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STICHTING PRIORITEIT ABN AMRO
HOLDING
Amsterdam, The Netherlands

Stichting Administratiekantoor ABN AMRO
HOLDING
Amsterdam, The Netherlands

ABN AMRO Holding N.V.
Amsterdam, The Netherlands

Order Approving Acquisition of Two Bank Holding
Companies

STICHTING PRIORITEIT ABN AMRO HOLDING,
Stichting Administratieckantoor ABN AMRO HOLD-
ING, and their subsidiary, ABN AMRO Holding N.V,
(collectively, ““ABN Holdings’), all of Amsterdam,
The Netherlands, foreign banking organizations sub-
ject to the Bank Holding Company Act (‘“BHC Act”’),
have applied for the Board’s approval under section
3(a)(1) of the BHC Act (12 U.S.C. § 1842(a)(1)) to
become bank holding companies by acquiring 100
percent of the voting shares of Algemene Bank Ned-
erland N.V. (‘‘Algemene’’) and Amsterdam Rotter-
dam Bank N.V. (‘“‘Amro”’’), both of Amsterdam, The
Netherlands, both of which are bank holding compa-
nies with respect to U.S. banks.

ABN Holdings has also applied for the Board’s
approval under section 4(c)(8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) to acquire certain nonbanking
subsidiaries of Algemene and Amro.! ABN Holdings
has also provided notice of its intention to acquire
indirectly EAB Finance N.V., The Netherlands, under
section 4(c)(13) (12 U.S.C. § 1843(c)(13)) of the BHC
Act. In addition, ABN Holdings has applied to acquire
ABN Bank International USA Inc., Chicago, Tllinois,
a corporation chartered pursuant to section 25(a) of
the Federal Reserve Act (the ““‘Edge Act’’) (12 U.S.C.
§§ 611-613).

Notice of the applications, affording interested per-
sons an opportunity to submit comments, has been
duly published (55 Federal Register 25,882 (1990)).
The time for filing comments has expired, and the
Board has considered the applications and all com-
ments received in light of the factors set forth in
section 3(c) of the BHC Act, the considerations set
specified in section 4(c) of the BHC Act, and the
purposes of the Edge Act.

Algemene and Amro, both large Dutch banks, have
entered into an agreement to form ABN Holdings to

1. A list of the nonbanking subsidiaries that ABN Holdings has
proposed to acquire pursuant to section 4(c)(8) of the BHC Act is set
forth in the Appendix,

acquire both of these banks. The agreement has been
approved by the Central Bank of The Netherlands. An
application is required under the BHC Act because
Algemene and Amro each own banks in the United
States. Algemene owns ten banks in Illinois and Amro
owns one bank in New York.2

Section 3(d) of the BHC Act, the Douglas Amend-
ment, prohibits the Board from approving an applica-
tion by a bank holding company to acquire control of
any bank located outside of the bank holding com-
pany’s home state, unless such acquisition is ““‘specif-
ically authorized by the statute laws of the State in
which [the] bank is located, by language to that effect
and not merely by implication.”’3 For purposes of the
Douglas Amendment, ABN Holdings’s principal state
of operation will be Illinois, where all of Algemene’s
subsidiary banks are located.4 Amro is a bank holding
company located in New York.

New York interstate banking law expressly provides
that out-of-state bank holding companies may acquire
banks located in New York upon the prior approval of
the New York superintendent of banks.5 The New
York superintendent of banks has reviewed this pro-
posal and determined to approve it. In granting ap-
proval of an interstate acquisition of a New York
bank, the superintendent is generally required to find
that the laws of the state where the out-of-state holding
company is located permit the acquisition of banks in
that state by New York bank holding companies on a
reciprocal basis.¢ Illinois will permit interstate acqui-
sitions on a nationwide basis effective December 1,
1990.7

While the Illinois nationwide reciprocal banking
statute is not yet effective, the New York state bank-

2. Upon consummation of the proposed transaction, Applicants will
acquire the following bank holding companies and bank subsidiaries of
Amro and Algemene: ABN/LaSalle North America, Inc., Chicago,
Illinois; and LaSalle National Corporation, Chicago, Illinois, and
thereby indirectly acquire LaSalle Bank Lake View, Chicago, Illinois;
LaSalle Bank of Lisle, Lisle, Illinois; LaSalle National Bank, Chi-
cago, lllinois; LaSalle Bank Northbrook, Northbrook, Illinois; La-
Salle Northwest National Bank, Chicagoe, Illinois; LaSalle Bank
Westmont, Westmont, Illinois; and Exchange Bancorp, Inc., Chi-
cago, linois, and thereby indirectly acquire Exchange National Bank
of Chicago, Chicago, Illinois; Exchange Bank of DuPage, Oak Brook,
Llinois; Exchange Bank of River Oaks, Calumet City, Illinois; Ex-
change Bank of Lake County, Vernon Hills, Hlinois; and European
American Bancorp, New York, New York, and thereby indirectly
acquire European American Bank, New York, New York.

3. 12 U.S.C. § 1842(d).

4. A bank holding company’s principal state of operation for
purposes of the Douglas Amendment is that state in which the
operations of the bank holding company’s banking subsidiaries were
principally conducted (based on deposits) on July 1, 1966, or the date
on which the company became a bank holding company, whichever is
later.

5. N.Y. Banking Law, § 142-b.1. (McKinney 1990).

6. Id.

7. Ill. Rev. Stat. ch. 17, para. 2510.01 (Smith-Hurd Supp. 1989),
effective December 1, 1990.
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ing code provides that the New York banking board
may waive or vary any requirement of New York
banking law if the board finds that such variation is
‘‘necessary because of the existence of unusual and
extraordinary circumstances.”’8 In this case, the New
York banking board has determined to waive the
reciprocity finding that the superintendent ordinarily
must make to approve the transaction. In determining
to waive this finding, the New York banking board
considered the predominately foreign nature of the
proposed transaction; the fact that Illinois has enacted
a law providing for reciprocal banking acquisitions
with New York that will become effective in Decem-
ber of this year; and the potential adverse effects on
Algemene and Amro of delaying until December con-
summation of the proposed transaction.

Because the statute laws of New York authorize the
interstate acquisition of New York banks in any case
in which the New York superintendent’s approval has
been given and the New York superintendent has
given that approval in this case after the New York
banking board lawfully waived the requirement that
the New York superintendent make a finding regarding
the reciprocity of the Illinois statute, the Board con-
cludes that the proposed transaction is ‘‘specifically
authorized”’ under New York law. Accordingly, the
Board’s approval of this proposal is not barred by the
Douglas Amendment.

Algemene, with consolidated assets equivalent to
approximately $90.7 billion, is the 47th largest banking
organization in the world and the third largest banking
organization in The Netherlands.® In the United
States, Algemene maintains, in addition to its ten
subsidiary banks, branches in Chicago, New York and
Pittsburgh; limited branches in Boston and Seattle;
agencies in Atlanta, Houston, Miami, Los Angeles and
San Francisco; and an Edge corporation, ABN Bank
International USA Inc., Chicago, Illinois, with a
branch in Houston.

Amro, with consolidated assets equivalent to ap-
proximately $94.1 billion, is the 48th largest banking
organization in the world and the second largest bank-
ing organization in The Netherlands. In the United
States, Amro maintains, in addition to European
American Bank, Uniondale, New York, a branch in
New York, and representative offices in Chicago,
Houston, and Los Angeles. ABN Holdings will con-
form the deposit-taking activities of Amro’s New York
branch to those of an Edge corporation under section

8. N.Y. Banking Law § 14.1.(p) McKinney 1990).
9. Banking data are as of December 31, 1989. Worldwide ranking is
as of December 31, 1988.

25(a) of the Federal Reserve Act (12 U.S.C. § 611
et seq.).10

The subsidiary banks of Algemene and Amro do not
currently compete directly in any state or in any
banking market. The New York branch of Algemene,
however, currently competes in the Metropolitan New
York-New Jersey banking market!! with Amro’s sub-
sidiary bank holding company, European American
Bancorp, Uniondale, New York (“EAB”’), and its
subsidiary bank, European American Bank, as well as
Amro’s New York branch.

Algemene’s New York branch controls less than
one percent of the total deposits in commercial bank-
ing organizations in the Metropolitan New York-New
Jersey banking market. Amro’s New York branch
controls less than one percent of the total deposits in
commercial banking organizations in the market, and
EAB controls less than two percent of the total depos-
its in commercial banking organizations in the market.
Upon consummation of the proposed transaction,
ABN Holdings would control less than four percent of
the total deposits in commercial banking organizations
in the market and the market would remain unconcen-
trated. On the basis of the facts of record, the Board

10. ABN Holdings has indicated that it intends to designate Illinois
as its home state for purposes of the International Banking Act
'IBA') (12 U.8.C. § 3101 et seq.). lllinois is currently the home state
of Algemene. Section 5 of the IBA generally provides that no foreign
bank may establish a state branch outside of its home state unless the
establishment of such branch is specifically authorized by state law
and the foreign bank agrees to limit the deposit-taking activities of
such branch to those permissible for an Edge corporation. Foreign
banks may also retain branches established before July 27, 1978.

The Board has previously determined that in an acquisition or
merger of foreign banking organizations, only the surviving organiza-
tion may retain its out-of-home state branches as full-service
branches. Lloyds Bank Plc, 72 Federal Reserve Bulletin 841 (1986);
The Mitsui Bank, Limited, 76 Federal Reserve Butletin 381 (1990). In
fact, the proposed transaction has the same effect in the United States
as a merger in which Algemene is the surviving company since
Algemene has a larger presence in the United States than Amro in
terms of controlled U.S. deposits, and ABN Holdings has indicated
that it will for purposes of the IBA retain Illinois, Algemene’s current
home state, as ABN Holdings’s home state following consummation
of the proposed transaction. ABN Holdings has also represented that
Algemene and Amro will merge sometime in the near future, ABN
Holdings’s retention of Algemene’s grandfathered branches will not
increase the number of foreign banks possessing grandfather rights
nor will it increase the number of Algemene’s grandfathered branches.
Accordingly, the Board has determined that ABN Holdings may
succeed to Algemene’s grandfathered branches. Since Amro’s branch
is located outside of ABN Holdings’s home state, ABN Holdings has
agreed to conform within six months the deposit-taking activities of
Amro’s New York branch to those of an Edge corporation, consistent
with previous Board decisions.

11. The Metropolitan New York-New Jersey banking market in-
cludes New York City; Nassau, Orange, Putnam, Rockland, Suffolk,
Sullivan, and Westchester Counties in New York; Bergen, Essex,
Hudson, Hunterdon, Middlesex, Monmouth, Morris, Ocean, Passaic,
Somerset, Sussex, Union, and Warren Counties in New Jersey; and
parts of Fairfield County in Connecticut. Under the revised Depart-
ment of Justice Merger Guidelines, 49 Federal Register 26,823 (1984),
this market is considered unconcentrated.
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concludes that consummation of this proposal would
not have a significantly adverse effect on competition
in the Metropolitan New York-New Jersey banking
market.

Section 3(c) of the BHC Act requires in every case
that the Board consider the financial resources of the
applicant organization. In this case, the Board notes
that the primary capital of ABN Holdings, after mak-
ing certain adjustments to reflect differences in ac-
counting practice, would be approximately at the
minimum capital level for U.S. multinational bank
holding companies set forth in the Board’s Capital
Adequacy Guidelines. The Board has also considered
that the pro forma risk-based capital ratios of ABN
Holdings exceed the 1992 minimum standards adopted
by the Basle Committee. In addition, this proposal
represents a consolidation of two foreign banking
organizations and does not result in the expansion of
banking or nonbanking activities in the United States.
In view of these and other facts of record, the Board
has determined that financial factors are consistent
with approval of the applications.

The managerial resources and future prospects of
ABN Holdings is consistent with approval. The Board
has also determined that considerations relating to the
convenience and needs of the community to be served
are consistent with approval.

ABN Holdings has also applied, pursuant to section
4(c)(8) of the BHC Act, to acquire certain nonbanking
subsidiaries of Algemene and Amro. The Board has
determined by regulation or order that each of these
activities is permissible for bank holding companies
under section 4(c)(8) of the BHC Act, and ABN
Holdings proposes to conduct these activities in ac-
cordance with the Board’s regulations and orders. The
nonbanking activities in which both Algemene and
Amro compete are conducted in geographic markets
that are regional or national in scope. These markets
are served by numerous competitors, and neither
Algemene nor Amro has a significant market share.
Accordingly, the Board concludes that consummation
of this proposal would not have any significantly
adverse effect on competition in the provision of these
services in any relevant market. Furthermore, there is
no evidence in the record to indicate that consumma-
tion of this proposal will result in undue concentration
of resources, decreased or unfair competition, con-
flicts of interests, unsound banking practices, or any
other significantly adverse effects. Accordingly, the
Board has determined that the balance of public inter-
est factors it must consider under section 4(c)(8) of the
BHC Act is favorable and consistent with approval of
ABN Holdings’ application to acquire the nonbanking
subsidiaries of Algemene and Amro.

The financial and managerial resources of ABN

Holdings are consistent with approval of its indirect
acquisition of ABN Bank International USA Inc. The
acquisition would result in the continuation of the
international services currently provided, and would
be in the public interest. Accordingly, the Board finds
that the continued operation of ABN Bank Interna-
tional USA Inc. upon acquisition by ABN Holdings is
consistent with the purposes of the Edge Act.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the pro-
posed transaction would be consistent with the public
interest. Accordingly, the Board has determined that
the applications under sections 3 and 4 of the BHC Act
and under the Edge Act should be, and hereby are,
approved. The bank acquisitions shall not be consum-
mated before the thirtieth calendar day following the
effective date of this Order, and the proposed bank and
nonbank acquisitions 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
Chicago, acting pursuant to delegated authority. The
determinations as to the nonbanking activities are
subject to all of the conditions contained 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)), 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 evasions of, the provisions and purposes of
the BHC Act and the Board’s regulations and orders
issued thereunder.

By order of the Board of Governors, effective
July 23, 1990.

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

WM Bancorp
Cumberland, Maryland

Order Approving the Merger of Bank Holding
Companies

WM Bancorp, Cumberland, Maryland (*““WM’’), a
bank holding company within the meaning of the Bank
Holding Company Act of 1956, as amended (‘‘BHC
Act’’), has applied for the Board’s approval under
section 3(a)(5) of the BHC Act (12 U.S.C. § 1842(a)(5))
to merge with Potomac Bancorp, Inc., Keyser, West
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Virginia (‘‘Potomac’’), and thereby to acquire its sub-
sidiary bank, The National Bank of Keyser, Keyser,
West Virginia.

WM has also applied under section 4(c)(8) of the
BHC Act (12 U.S.C. § 1843(c)(8)) to acquire Poto-
mac’s nonbanking subsidiary, Eastern Servicecenter,
Inc., Keyser, West Virginia, and thereby engage in
data processing activities. These activities are autho-
rized for bank holding companies pursuant to the
Board’s Regulation Y, 12 C.F.R. 225.25(b)(7).

Notice of the applications, affording interested per-
sons an opporiunity to submit comments, has been
published (55 Federal Register 8989 (1990)). 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 of
the BHC Act.

WM controls two banking subsidiaries located in
Maryland. WM is the 20th largest commercial banking
organization in Maryland, controlling deposits of
$265.1 million, representing less than one percent of
the total deposits in commercial banks in Maryland.!
Potomac operates one banking subsidiary in West
Virginia. Potomac is the 60th largest commercial bank-
ing organization in West Virginia, controlling deposits
of $55.6 million, representing less than one percent of
the total deposits in commercial banks in West Vir-
ginia. Consummation of this proposal would not have
a significantly adverse effect upon the concentration of
commercial banking resources in either state.

Section 3(d) of the BHC Act (12 U.S.C. § 1842(d)),
the Douglas Amendment, prohibits the Board from
approving an application by a bank holding company
to acquire control of any bank located outside of the
holding company’s home state, unless such acquisition
is ‘‘specifically authorized by the statute laws of the
State in which [the] bank is located, by language to that
effect and not merely by implication.”” WM's home
state is Maryland.? The statute laws of West Virginia
expressly authorize the acquisition of a banking insti-
tution in West Virginia by a bank holding company
that controls a bank located in specified states, includ-
ing Maryland. The Board has determined previously
that a Maryland bank holding company may acquire a
bank holding company in West Virginia,? and the West
Virginia Board of Banking and Financial Institutions
has specifically authorized this acquisition. Based on
the foregoing and other facts of record, the Board has

1. State and market deposit data are as of June 30, 1989,

2. 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.

3. First United Corporation, 74 Federal Reserve Bulletin 275 (1988).

determined that the proposed acquisition is specifi-
cally authorized by the statute laws of West Virginia,
and that Board approval of the proposal is not prohib-
ited by the Douglas Amendment.

WM and Potomac compete directly in the Cumber-
land, Maryland banking market.4 WM is the second
largest of seven commercial banking organizations in
the market, representing 29.0 percent of the total
deposits in commercial banking organizations in the
market (‘““market deposits’’). Potomac is the sixth
largest commercial banking organization in the Cum-
berland market, controlling 6.1 percent of market
deposits. Upon consummation of this proposal, WM
would become the largest commercial banking organi-
zation in the market, controlling 35.1 percent of mar-
ket deposits. The Cumberland banking market is con-
sidered highly concentrated. The Herfindahl-
Hirschman Index (‘‘HHI’’) would increase by 353
points to 2800.5

Although consummation of this proposal would
eliminate some existing competition in the Cumber-
land banking market, several factors mitigate the po-
tential anticompetitive effects of this proposal. The
Board has considered the presence of thrift institutions
in the Cumberland market in its analysis of the pro-
posal. The Board previously has indicated that thrift
institutions have become, or have the potential to
become, major competitors of commercial banks.¢
Two thrift institutions operate in the Cumberland
market and control over 25 percent of the total depos-
its in the market. The second largest depository insti-
tution in the market is a thrift institution and both thrift
institutions exert a considerable competitive influence
in the market as especially strong providers of trans-
action accounts and consumer loans. Based on the
size, market share, and activities of the thrift institu-
tions in the Cumberland banking market, and other
facts of record, the Board has concluded that thrift

4, The Cumberland banking market consists of Allegany and Garrett
Counties in Maryland, and Mineral County in West Virginia.

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

6. Midwest Financial Group, 75 Federal Reserve Bulletin 386
(1989); CB&T Bancshares, Inc., 75 Federal Reserve Bulletin 381
(1989); National Ciry Corporation, 70 Federal Reserve Bulletin 743
(1984).
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institutions exert a competitive influence that mitigates
the anticompetitive effects of this proposal.”

In addition, the Board gives substantial weight to
the fact that six banks and two thrift institutions would
remain as competitors in the market upon consumma-
tion of this proposal, as well as numerous credit unions
and other providers of financial services. For these
reasons and based on all the facts of record in this
case, the Board believes that consummation of this
proposal would not have a significantly adverse effect
on competition in the Cumberland banking market.

The financial and managerial resources of WM and
Potomac are consistent with approval, Considerations
relating to the convenience and needs of the commu-
nities to be served also are consistent with approval of
this application.

WM also has applied, pursuant to section 4(c)(8) of
the BHC Act, to acquire Eastern Servicecenter, a
subsidiary of Potomac that engages in data processing
activities. WM operates a data processing subsidiary
that competes with Potomac’s subsidiary in this mar-
ket. The market share controlled by each of these
subsidiaries is small, and there are numerous compet-
itors for these services. Accordingly, consummation
of this proposal would have a de minimis effect on
competition for data processing services, and the
Board concludes that consummation of this proposal is
not likely to result in any other significantly adverse
effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests,
or unsound banking practices. Accordingly, the Board
has determined that the balance of public interest
factors it must consider under section 4(c)(8) of the
BHC Act is favorable and consistent with approval of
the application to acquire the nonbanking subsidiary of
Potomac.

Based on the foregoing and other facts of record, the
Board has determined that the applications under
sections 3 and 4 of the BHC Act should be, and hereby
are, approved. The transaction shall not be consum-
mated 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 Richmond, acting pursu-
ant to delegated authority. The determinations as to
the nonbanking activities are subject to all of the
conditions contained in Reguiation 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)), and to the Board’s author-

7. If 50 percent of the deposits held by thrifts were included in
calculation of market concentration, WM would control 24.8 percent
of market deposits and Potomac would control 5.2 percent. The HHI
would increase by 258 points to 2231.

ity to require such modification or termination of the
activities of a holding company or any of its subsidiar-
ies as the Board finds necessary to assure compliance
with, or to prevent evasion of, the provisions and
purposes of the BHC Act and the Board’s regulations
and orders issued thereunder.

By order of the Board of Governors, effective
July 16, 1990,

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

JENNIFER J. JOHNSON
Associate Secretary of the Board

Orders Issued Under the Financial Institutions
Reform, Recovery, and Enforcement Act

July 6, 1990

William B. Naryka

Chief Financial Officer
Bremer Financial Corporation
Suite 700

55 East Fifth Street

St. Paul, Minnesota 55101

Dear Mr. Naryka:

The Otto Bremer Foundation, St. Paul, Minnesota,
and Bremer Financial Corporation, St. Paul, Minne-
sota (‘‘Bremer’’), proposes that its bank subsidiary,
Drovers First American Bank of South St. Paul, South
St. Paul, Minnesota, purchase the assets and assume
the liabilities of First American Savings and Loan of
South St. Paul, Roseville, Minnesota (‘‘First Ameri-
can”’), its savings association subsidiary. Bremer has
requested Board approval of this transaction pursuant
to section 5(d)(3) of the Federal Deposit Insurance Act
(“‘FDI Act’’) as amended by the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989
(Pub. L. No. 101-73, § 206, 103 Stat. 183, 199 (1989)).
First American has been established to acquire certain
assets and assume deposit liabilities of United Savings
Bank, f.s.b., Windom, Minnesota (‘‘United”’).

The record in this case shows that:

(1) The aggregate amount of the total assets of all

depository institution subsidiaries of Bremer is $1.9

billion, an amount which is not less than 200 percent

of the total assets of First American, which cur-

rently has $66 million in total assets;

(2) Bremer and all of its bank subsidiaries currently

meet all applicable capital standards and, upon
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consummation of the proposed transaction, will
continue to meet all applicable capital standards;
(3) The transaction is not in substance the acquisi-
tion of a Bank Insurance Fund member bank by a
Savings Association Insurance Fund member;

(4) United, the predecessor to First American, had
tangible capital of less than 4 percent during the
quarter preceding its acquisition by Bremer;

(5) The transaction, which involves the purchase of
assets and assumption of liabilities of First Ameri-
can, a savings association located in Minnesota, by
a bank subsidiary of Bremer, a bank holding com-
pany whose banking subsidiaries’ operations are
principally conducted in Minnesota, would comply
with the requirements of section 3(d) of the Bank
Holding Company Act if First American were a
state bank which Bremer was applying to acquire.

Based on the foregoing and all of the other facts of
record, the Staff Director of the Division of Banking
Supervision and Regulation and the General Counsel
of the Board, acting pursuant to authority delegated by
the Board of Governors, hereby approve your request
to engage in the proposed transaction under section
5(d)(3) of the FDI Act. This approval is subject to
Bremer obtaining the required approval of the appro-
priate Federal banking agency for the proposed merger
under the Bank Merger Act.

Very truly yours,

William W. Wiles
Secretary of the Board

cc: Federal Reserve Bank of Minneapolis
July 6, 1990

Mark A. Anderson

Executive Vice President and
Chief Financial Officer

Community First Bankshares, Inc.

16 Broadway, Suite 304

P.O. Box 6022

Fargo, North Dakota 58108

Dear Mr. Anderson:

Community First Bankshares, Inc., Fargo, North Da-
kota (‘“‘Community First’’), proposes that its bank
subsidiary, Community First National Bank of Win-
dom, Windom, Minnesota, purchase the assets and
assume the liabilities of Windom Interim Savings,
f.s.b., Windom, Minnesota (*"Windom Interim’*), its
savings association subsidiary. Community First has

requested Board approval of this transaction pursuant
to section S(d)(3) of the Federal Deposit Insurance Act
(“‘FDI Act”’) as amended by the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989 (Pub.
L. No. 101-73, § 206, 103 Stat. 183, 199 (1989)).
Windom Interim has been established to acquire certain
assets and assume deposit liabilities of United Savings
Bank, f.s.b., Windom, Minnesota (*‘United’’).
The record in this case shows that:
(1) The aggregate amount of the total assets of all
depository institution subsidiaries of Community
First is $542 million, an amount which is not less
than 200 percent of the total assets of Windom
Interim, which currently has $60 million in total
assets;
(2) Community First and all of its bank subsidiaries
currently meet all applicable capital standards and,
upon consummation of the proposed transaction,
will continue to meet all applicable capital stan-
dards;
(3) The transaction is not in substance the acquisi-
tion of a Bank Insurance Fund member bank by a
Savings Association Insurance Fund member;
(4) United, the predecessor to Windom Interim, had
tangible capital of less than 4 percent during the
quarter preceding its acquisition by Community
First;
(5) The transaction, which involves the purchase of
assets and assumption of liabilities of Windom In-
terim, a savings association located in Minnesota,
by a bank subsidiary of Community First, a bank
holding company whose banking subsidiaries’ oper-
ations are principally conducted in South Dakota,
would comply with the requirements of section 3(d)
of the Bank Holding Company Act if Windom
Interim were a state bank which Community First
was applying to acquire.

Based on the foregoing and all of the other facts of
record, the Staff Director of the Division of Banking
Supervision and Regulation and the General Counsel
of the Board, acting pursuant to authority delegated by
the Board of Governors, hereby approve your request
to engage in the proposed transaction under section
5(d)(3) of the FDI Act. This approval is subject to
Community First obtaining the required approval of
the appropriate Federal banking agency for the pro-
posed merger under the Bank Merger Act.

Very truly yours,

William W. Wiles
Secretary of the Board

cc: Federal Reserve Bank of Minneapolis
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July 27, 1990

Bruce Moland

Vice President and Assistant General Counsel
Norwest Corporation

Norwest Center

Sixth Street and Marquette Avenue
Minneapolis, Minnesota 55479-1026

Dear Mr. Moland:

Norwest Corporation, Minneapolis, Minnesota,
(‘‘Norwest’"), proposes that its bank subsidiary, Nor-
west Bank South Dakota, N.A., Sioux Falls, South
Dakota (‘‘Bank’’), merge with its savings association
subsidiary, Yankton Savings and Loan Association,
Yankton, South Dakota (‘‘Yankton’’). Norwest has
requested Board approval of this transaction pursuant
to section 5(d)(3) of the Federal Deposit Insurance Act
(“‘FDI Act’’) as amended by the Financial Institutions
Reform, Recovery, and Enforcement Act of 1989
(Pub. L. No. 101-73, § 206, 103 Stat. 183, 199 (1989)).
The record in this case shows that:
(1) The aggregate amount of the total assets of all
depository institution subsidiaries of Norwest is
$20.2 billion, an amount which is not less than 200
percent of the total assets of Yankton, which cur-
rently has $35.4 million in total assets;
(2) Norwest and all of its bank subsidiaries currently
meet all applicable capital standards and, upon
consummation of the proposed transaction, will
continue to meet all applicable capital standards;
(3) The transaction is not in substance the acquisi-
tion of a Bank Insurance Fund member bank by a
Savings Association Insurance Fund member;
(4) Yankton had tangible capital of less than 4
percent during the quarter preceding its acquisition
by Norwest;
(5) The transaction, which involves the merger of
Yankton, a savings association located in South

1. 12 U.S.C. § 1815(d)(3). Section 5(d)3) of the FDI Act (“‘the
Oakar Amendment’’) permits the merger of a savings association
owned by a bank holding company into a subsidiary bank owned by
the same bank holding company under certain circumstances. In this
case, the merger of Yankton, which is a state-chartered mutual
savings and loan association, into Bank will be facilitated by the
intermediate conversion of Yankton into a federally-chartered stock
savings bank and then into a national banking association (‘‘the
interim bank’"). The interim bank is chartered solely to accommodate
the requirements of the appropriate merger statutes and will cease to
exist immediately upon consummation of the underlying transaction
without ever having conducted any banking business. Under the
circumstances, the structure of the proposal does not appear to cause
an otherwise qualifying transaction to fall outside of the bounds of the
QOakar Amendment. See, e.g., Baltimore Bancorp, 76 Federal Reserve
Bulletin 689 (1990); Marshall & Ilsley Corporation, 76 Federal Re-
serve Bulletin 556 (1990),

Dakota, into a bank subsidiary of Norwest, a bank
holding company whose banking subsidiaries’ oper-
ations are principally conducted in Minnesota,
would comply with the requirements of section 3(d)
of the Bank Holding Company Act if Yankton were
a state bank which Norwest was applying to ac-
quire.

Based on the foregoing and all of the other facts of
record, the Staff Director of the Division of Banking
Supervision and Regulation and the General Counsel
of the Board, acting pursuant to authority delegated by
the Board of Governors, hereby approve your request
to engage in the proposed transaction under section
5(d)(3) of the FDI Act. This approval is subject to
Norwest obtaining the required approval of the appro-
priate Federal banking agency for the proposed merger
under the Bank Merger Act.

Very truly yours,

William W. Wiles
Secretary of the Board

cc: Federal Reserve Bank of Minneapolis
July 31, 1990

Robert D. Geddes
Corporate Counsel

U. S. Bancorp

111 S.W. Fifth Avenue
Portland, Oregon 97204

Dear Mr. Geddes:

U. S. Bancorp, Portland, Oregon (‘‘Bancorp’’), pro-
poses that its indirect savings association subsidiary,
Mother Lode Savings Bank, Sacramento, California
(‘‘Mother Lode’’), merge into Bancorp’s bank subsid-
iary, U. S. Bank of California, Eureka, California
(‘*‘Bank’’). Bancorp has requested Board approval of
this transaction pursuant to section 5(d)(3) of the
Federal Deposit Insurance Act (“FDI Act’’) as
amended by the Financial Institutions Reform, Recov-
ery, and Enforcement Act of 1989 (Pub. L. No.
101-73, § 206, 103 Stat. 183, 199 (1989)). The merger
transaction would be facilitated by the prior merger of
a merger corporation subsidiary of Bank, USBC
Merger Corporation, San Francisco, California
(‘USBC Merger’'), into Mother Lode. USBC Merger
is not a savings association.

The record in this case shows that:

(1) The aggregate amount of the total assets of all

depository institution subsidiaries of Bancorp is
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$16.1 billion, an amount which is not less than 200
percent of the total assets of USBC, which currently
has $111.3 million in total assets;

(2) Bancorp and all of its bank subsidiaries currently
meet all applicable capital standards and, upon
consummation of the proposed transaction, will
continue to meet all applicable capital standards;
(3) The transaction is not in substance the acquisi-
tion of a Bank Insurance Fund member bank by a
Savings Association Insurance Fund member;

(4) Mother Lode, the predecessor to USBC, had
tangible capital of less than 4 percent during the
quarter preceding its acquisition by Bancorp;

(5) The transaction, which involves the purchase of
assets and assumption of liabilities of USBC, a
savings association located in California, by a bank
subsidiary of Bancorp, a bank holding company
whose banking subsidiaries’ operations are princi-
pally conducted in Oregon, would comply with the
requirements of section 3(d) of the Bank Holding

Company Act if USBC were a state bank which
Bancorp was applying to acquire.

Based on the foregoing and all of the other facts of
record, the Staff Director of the Division of Banking
Supervision and Regulation and the General Counsel
of the Board, acting pursuant to authority delegated by
the Board of Governors, hereby approve your request
to engage in the proposed transaction under section
5(d)(3) of the FDI Act. This approval is subject to
Bancorp obtaining the required approval of the appro-
priate Federal banking agency for the proposed merger
under the Bank Merger Act.

Very truly yours,

William W. Wiles
Secretary of the Board

cc: Federal Reserve Bank of San Francisco

APPLICATIONS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

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

System, Washington, D.C. 20551.

Section 4

Applicant(s)

Effective

Bank(s) date

First Chicago Corporation,
Chicago, Illinois

Security Pacific Corporation,
Los Angeles, California

Lincoln-Way Federal Savings Bank,
New Lenox, Illinois

Gibraltar Federal Interim Savings and
Loan Association,

July 20, 1990

June 29, 1990

Los Angeles, California
Gibraltar Interim Savings Bank,
Los Angeles, California

U.S. Bancorp,
Portland, Oregon

Mother Lode Savings Bank,
Sacramento, California

July 31, 1990
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By Federal Reserve Banks

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

request to the Reserve Banks.

Section 3
. Reserve Effective
Applicant(s) Bank(s) Rank date
American Capital Corporation, Guaranty Bond State Bank of Dallas July 2, 1990
Centerville, Texas Waller,
Waller, Texas
Amsterdam-Rotterdam Bank European American New York June 29, 1990
N.V., Bancorp,
Amsterdam, The Netherlands Uniondale, New York
Stichting Amro,
Amsterdam, The Netherlands
Barclays PLC, Barclays de Zoete Wedd, New York July 24, 1990

London, England
Barclays Bank PLC,

London, England
Barrett Holding Company,

Watonga, Oklahoma
Capitol Bancorp, Ltd.,

Lansing, Michigan
C.B. Bancshares, Inc.,

Des Peres, Missouri
Citizens Bancorp of Winfield,

Inc.,

Winfield, Alabama
Country Bank Shares, Inc.,

Milford, Nebraska

Eastern Bank Corporation,
Lynn, Massachusetts

First Banks, Inc.,
St. Louis, Missouri

First Camden Bancshares, Inc.,
Camden, Alabama

First Gwinnett Bancshares, Inc.,
Norcross, Georgia

First Midwest Corporation of
Delaware,
Elmwood Park, Illinois

Hampton Family Partnership,
Trenton, Kentucky

Highlands Bankshares, Inc.,
Petersburg, West Virginia

Incorporated,
New York, New York

Watonga Bancshares, Inc.,
Watonga, Oklahoma

Ann Arbor Commerce Bank,
Ann Arbor, Michigan

Century Bank,
Des Peres, Missouri

The Citizens Bank of Winfield,
Winfield, Alabama

Home State Bank,
Beaver Crossing, Nebraska
Farmers State Bank,
Souglas, Nebraska
Bank of Palmyra,
Palmyra, Nebraska
Family Bancorp,
Haverhill, Massachusetts
Havana Bancshares, Inc.,
Springfield, Illinois
The Camden National Bank,
Camden, Alabama
First Gwinnett Bank,
Norcross, Georgia
Midwest Bank and Trust
Company of DePage County,
East St. Louis, Illinois
Todd Bancshares, Inc.,
Trenton, Kentucky
The Stockmans Bank of Harman,
Harman, West Virginia

Kansas City
Chicago
St. Louis

Atlanta

Kansas City

Boston
St. Louis
Atlanta
Atlanta

Chicago

St. Louis

Richmond

July 10, 1990
July 13, 1990
July 17, 1990

July 18, 1990

July 3, 1990

July 2, 1990

July 24, 1990
June 28, 1990
July 12, 1990

July 2, 1990

July 13, 1990

June 27, 1990
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Section 3—Continued

. Reserve Effective
Applicant(s) Bank(s) Bank date
INB Financial Corporation, Peoples Mid-Iitinois Corporation, Chicago July 20, 1990
Indianapolis, Indiana Bloomington, Illinois
La Plata Bancshares, Inc., La Plata State Bank, St. Louis July 12, 1990
La Plata, Missouri La Plata, Missouri
Logan Bancorporation, Inc., The First National Bank of Chicago July 8, 1990
Logan, Iowa Logan,
Logan, Iowa
Manufacturers National State Bank of Lake Zurich, Chicago June 28, 1990
Corporation, Lake Zurich, Illinois
Detroit, Michigan
Marshall & Ilsiey Corporation, M&I Bank of Oconomowoc, Chicago July 5, 1990

Milwaukee, Wisconsin
Minden Exchange Company,
Minden, Nebraska

Montfort Bancorporation, Inc.,
Platteville, Wisconsin

North Cascades Bancshares,
Inc.,
Chelan, Washington

Old York Road Bancorp, Inc.,
Willow Grove, Pennsylvania

Oxford Financial Corporation,
Addison, Illinois

Palmer Bancorp, Inc.,
Danville, Illinois

Peoples Bancorp, Inc. of Bullitt
County,
Shepherdsville, Kentucky

Prairie Farm Bank Shares, Inc.,
Prairie Farm, Wisconsin

Principal National Bancorp, Inc.,
Pontiac, Illinois

San Diego Bancshares, Inc.,
San Diego, Texas

The Savannah Bancorp, Inc.,
Savannah, Georgia

Sierra Tahoe Bancorp,
Truckee, California

Stamford Bank Corp,
Stamford, New York

Oconomowoc, Wisconsin
Minden Exchange Bank and
Trust Company,
Minden, Nebraska
The Bloomington State Bank,
Bloomington, Wisconsin
Clare Bancorporation, Inc.,
Platteville, Wisconsin
North Cascades National Bank,
Chelan, Washington

Bank and Trust Company of Old
York Road,
Willow Grove, Pennsylvania

Hampton Park Corporation,
Romeoville, [llinois

The Citizens State Bank,
Williamsport, Indiana

The Peoples Bank of Bullitt
County,
Shepherdsville, Kentucky

The First State Bank of Prairie
Farm,
Prairie Farm, Wisconsin

The Pontiac National Bank,
Pontiac, Illinois

First State Bank of San Diego,
San Diego, Texas

The Savannah Bank, N.A.,
Savannah, Georgia

Sierra Bank of Nevada,
Reno, Nevada

The National Bank of Stamford,
Stamford, New York

Kansas City

Chicago

San Francisco

Philadelphia

Chicago
Chicago

St. Louis

Minneapolis

Chicago
Dallas

Atlanta

San Francisco

New York

July 13, 1990

July 5, 1990

June 27, 1990

June 28, 1990

July 5, 1990
July 11, 1990

July 9, 1990

June 27, 1990

June 28, 1990
July 13, 1990
July 20, 1990
July 5, 1990

June 22, 1990
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve
Bank

Effective
date

TeamBanc, Inc.,

Paola, Kansas
TeamBanc, Inc. Employees’
Stock Ownership Plan,

Paola, Kansas
TwinCo, Inc.,

Twin Bridges, Montana
UNC Holding, Inc.,

Sioux Falis, South Dakota
UniBanc Corp.,

Trenton, Nebraska

UniBanc Corp. Employee Stock
Ownership Plan,
Trenton, Nebraska

U.S.B. Corporation,
Washington, Indiana

Valley Bancorporation,
Appleton, Wisconsin

Wilber Co.,
Wilber, Nebraska

Iola Bancshares, Inc.,
Iola, Kansas

Bank of Sheridan,
Sheridan, Montana
United National Corporation,
Sioux Falls, South Dakota
Thuman Corporation,
Maywood, Nebraska
Treleco, Inc.,
Trenton, Nebraska
UniBanc Corp.,
Trenton, Nebraska

Martinco Financial Corp.,
Shoals, Indiana

Valley Bank Milwaukee,
Greenfield, Wisconsin

Hallam Bancorp, Inc.,
Hallam, Nebraska

Kansas City

Minneapolis
Minneapolis

Kansas City

Kansas City

St. Louis
Chicago

Kansas City

June 27, 1990

June 29, 1990
July 6, 1990

June 29, 1990

June 29, 1990

July 20, 1990
July 13, 1990

June 28, 1990

Section 4
Applicant(s) Nqnbanking Reserve Effective
Activity/Company Bank date

BB&T Financial Corporation, Carolina Bancorp, Inc., Richmond July 16, 1990
Wilson, North Carolina High Point, North Carolina

FB&T Corporation, Monumental Savings Bank, Philadelphia June 22, 1990
Hanover, Pennsylvania Baltimore, Maryland

First Bancorporation of Ohio, Peoples Federal Savings Bank, Cleveland July 3, 1990
Akron, Ohio Ashtabula, Ohio

First of America Bank Pension and Group Services, Chicago June 29, 1990
Corporation, Inc.,
Kalamazoo, Michigan Kalamazoo, Michigan

First of America Bank Shelby Federal Savings Bank, Chicago July 16, 1990
Corporation, Indianapolis, Indiana
Kalamazoo, Michigan

Norwest Corporation, American Credit Associates, Minneapolis July 11, 1990
Minneapolis, Minnesota Inc.,

Norwest Financial Services, Inc., City of Commerce, California
Des Moines, Iowa

Norwest Financial Inc.,
Des Moines, Iowa

F.N.B. Corporation, Dollar Savings Association, Cleveland July 23, 1990

Hermitage, Pennsylvania

New Castle, Pennsylvania
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Section 4—Continued

Applicant(s) Nonbanking Reserve Effective
PP Activity/Company Bank date
Societe Generale, LAS Investments, Inc., New York June 29, 1990
Paris, France Chicago, Illinois
West Suburban Bancorp, Inc., Aurora Federal Savings Bank, Chicago July 13, 1990

F.S.B.,
Aurora, Illinois

Lombard, Illinois

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

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

request to the Reserve Banks.

. Reserve Effective
Applicant(s) Bank(s) Bank date
Albemarle Bank and Trust Peoples Bank of Central Virginia, Richmond July 18, 1990
Company d/b/a F&M Bank - Lovingston, Virginia
Charlottesville,
Charlottesville, Virginia
Citizens Trust and Savings Bank, Fidelity Federal Savings and Chicago June 28, 1990
South Haven, Michigan Loan Association,
Kalamazoo, Michigan
First of America Bank-Northern First of America Bank-Lewiston, Chicago July 19, 1990
Michigan, Lewiston, Michigan
Traverse City, Michigan
Signet Bank/Virginia, Perpetual Savings Bank, F.S.B.,  Richmond July 20, 1990

Richmond, Virginia
Valley Bank of Nevada,
Las Vegas, Nevada

McLean, Virginia
Comstock Bank,
Carson City, Nevada

San Francisco  July 2, 1990

PENDING CASES INVOLVING THE BOARD OF
GOVERNORS

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

Laufman v. State of California, et al.,No. CIVS-89-
1755 EJM-EM (E.D. California, filed April 2, 1990).
Action to require bank regulatory agencies to exam-
ine or bring enforcement action against bank. The
Board’s answer was filed on June 13, 1990.

May v. Board of Governors, No. 90-1316 (D. D.C.,
filed June 5, 1990). Action under Freedom of Infor-
mation and Privacy Acts. The Board’s motion to
dismiss was granted on July 17, 1990. Plaintiff’s
notice of appeal was filed July 27, 1990.

California Association of Life Underwriters v. Board
of Governors, No. 90-70123 (9th Circuit, filed
March 15, 1990). Petition for review of Board order
approving acquisition of bank subsidiary to engage
in insurance activities pursuant to state law. Peti-
tioner’s motion to dismiss the petition granted on
June 29, 1990.

Burke v. Board of Governors, No. 90-9509 (10th
Circuit, filed February 27, 1990). Petition for review
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of Board orders assessing civil money penalties and
issuing orders of prohibition.

BancTEXAS Group, Inc. v. Board of Governors, No.
CA 3-90-0236-R (N.D. Texas, filed February 2,
1990). Suit for preliminary injunction enjoining the
Board from enforcing a temporary order to cease
and desist requiring injection of capital into plain-
tiff’s subsidiary banks under the Board’s source of
strength doctrine. District court granted preliminary
injunction on June 5, 1990, in light of 5th Circuit’s
decision in MCorp v. Board of Governors.

Rutledge v. Board of Governors, No. CV90-1.-0137S
(N.D. Alabama, filed January 27, 1990). Tort suit
challenging Board and Reserve Bank supervisory
actions, The Board’s motion to dismiss or for sum-
mary judgment was granted on July 31, 1990.

Woodard v. Board of Governors, No. 90-3031 (11th
Cir., filed January 16, 1990); Kaimowitz v. Board of
Governors, No. 90-3067 (11th Cir., filed January 23,
1990). Petitions for review of Board order dated
December 22, 1989, approving application by First
Union Corporation to acquire Florida National
Banks. Petitioners object to approval on Commu-
nity Reinvestment Act grounds. The Board’s motion
to dismiss the Woodard case was granted June 26,
1990.

Securities Industry Association v. Board of Gover-
nors, No. 89-1730 (D.C. Cir., filed November 29,
1989). Petition for review of Board order approving
application under section 4(c)(8) to engage in private
placement and riskless principal activities. Joint
stipulation of dismissal fited on July 19, 1990.

Babcock and Brown Holdings, Inc. v. Board of Gov-
ernors, No. 89-70518 (9th Cir., filed November 22,
1989). Petition for review of Board determination
that a company would control a proposed insured
bank for purposes of the Bank Holding Company
Act. Awaiting scheduling of oral argument.

Consumers Union of U.S., Inc. v. Board of Gover-
nors, No. 83-3008 (D.D.C., filed November 1,
1989). Challenge to various aspects of amendments
to Regulation Z implementing the Home Equity
Loan Consumer Protection Act. On May 2, 1990,
the court upheld the Board’s regulatory action. On
June 27, Consumers Union filed a notice of appeal in
the D.C. Circuit.

Synovus Financial Corp. v. Board of Governors, No.
89-1394 (D.C. Cir., filed June 21, 1989). Petition for
review of Board order permitting relocation of a

bank holding company’s national bank subsidiary
from Alabama to Georgia. Oral argument scheduled
for October 11, 1990.

MCorp v. Board of Governors, No. 89-2816 (5th Cir.,
filed May 2, 1989). Appeal of preliminary injunction
against the Board enjoining pending and future
enforcement actions against a bank holding com-
pany now in bankruptcy. On May 15, 1990, the Fifth
Circuit vacated the district court’s order enjoining
the Board from proceeding with enforcement ac-
tions based on section 23A of the Federal Reserve
Act, but upheld the district court’s order enjoining
such actions based on the Board’s source-of-
strength doctrine. Board’s petition for rehearing
filed on June 27, 1990.

Independent Insurance Agents of America v. Board of
Governors, No. 89-4030 (2d Cir., filed March 9,
1989). Petition for review of Board order ruling that
the non-banking restrictions of section 4 of the Bank
Holding Company Act apply only to non-bank sub-
sidiaries of bank holding companies. The Board’s
order was upheld on November 29, 1989. Petition
for certiorari filed on April 18, 1990; the Board’s
opposition to certiorari was filed on July 13, 1990.

Securities Industry Association v. Board of Gover-
nors, No. 89-1127 (D.C. Cir., filed February 16,
1989). Petition for review of Board order permitting
five bank holding companies to engage to a limited
extent in additional securities underwriting and deal-
ing activities. Board’s order upheld on April 10,
1990.

MCorp v. Board of Governors, No. CA3-88-2693
(N.D. Tex., filed October 10, 1988). Application for
injunction to set aside temporary cease and desist
orders. Stayed pending outcome of MCorp v. Board
af Governors in Fifth Circuit.

White v. Board of Governors, No. CU-S-88-623-RDF
(D. Nev., filed July 29, 1988). Age discrimination
complaint. Board’s motion to dismiss or for sum-
mary judgment pending.

Cohen v. Board of Governors, No. 88-1061 (D.N.J.,
filed March 7, 1988). Action seeking disclosure of
documents under the Freedom of Information Act.

Lewis v. Board of Governors, Nos. 87-3455, 87-3545
(11th Cir., filed June 25, August 3, 1987). Petitions
for review of Board orders approving applications of
non-Florida bank holding companies to expand ac-
tivities of Florida trust company subsidiaries. Joint
motion to dismiss granted on July 3, 1990.
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Membership of the Board of Governors
of the Federal Reserve System, 1913-90

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, 1936.3

Paul M. Warburg ............ New York .....ooovevnninneen do........ Term expired Aug. 9, 1918.

Frederic A. Delano ......... Chicago........cooevivninnnes do........ Resigned July 21, 1918.

W.P.G. Harding.............. Atlanta............oeeenil 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, 1936.3

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,

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

George R. James............. St. Louis .o..ooneis May 14, 1923 Reappointed in 1931, Served until
Feb. 3, 1936.4

Edward H. Cunningham...Chicago.............cc..ouuve. 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. Symczak................ Chicago............... June 14, 1933 Reappointed in 1936 and 1948, Resigned
May 31, 1961.

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

Marriner S. Eccles.......... San Francisco ...... Nov. 15, 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 .........c....o.... do........ Served until Apr. 4, 1946.3

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

Ralph W. Morrison .........Dallas ....... ....Feb. 10, 1936
Chester C. Davis ............ Richmond............ June 25, 1936
Ernest G. Draper............ New York ........... Mar. 30, 1938
Rudolph M. Evans.......... Richmond............ Mar. 14, 1942
James K. Vardaman, Jr. ..St. Louis............. Apr. 4, 1946
Lawrence Clayton........... Boston................ Feb. 14, 1947
Thomas B. McCabe......... Philadelphia ......... Apr. 15, 1948
Edward L. Norton .......... Atlanta................ Sept. 1, 1950
Oliver S, Powell ............. Minneapolis ................. do........
Wm. McC. Martin, Jr......New York ........... April 2, 1951
AL Mills, Jeo oo, San Francisco ...... Feb. 18, 1952
J.L. Robertson ............... Kansas City ..........cooeees do........
C. Canby Balderston ....... Philadelphia ......... Aug. 12, 1954
Paul E. Miller................. Minneapolis ......... Aug. 13, 1954
Chas. N. Shepardson....... Dallas ................. Mar. 17, 1955
G.H. King, Jr................. Atlanta................ Mar. 25, 1959
George W. Mitchell ......... Chicago............on. Aug. 31, 1961

J. Dewey Daane ............. Richmond............ Nov. 29, 1963

Resigned July 9, 1936.
Reappointed in 1940. Resigned Apr. 15, 1941,
Served until Sept. 1, 1950.3
Served until Aug. 13, 19543
Resigned Nov. 30, 1958.
Died Dec. 4, 1949,
Resigned Mar. 31, 1951.
Resigned Jan. 31, 1952.
Resigned June 30, 1952.
Reappointed in 1956. Term expired
Jan. 31, 1970.
Reappointed in 1958, Resigned Feb. 28, 1965,
Reappointed in 1964. Resigned Apr. 30, 1973.
Served through Feb. 28, 1966.
Died Oct. 21, 1954,
Retired Apr. 30, 1967.
Reappointed in 1960. Resigned
Sept. 18, 1963.
Reappointed in 1962, Served until
Feb. 13, 1976.3 2
Served until Mar. 8, 19743
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Federal Reserve

Date of initial

Other dates and information relating

Name District oath of office to membership?
Sherman J. Maisel........... San Francisco ...... Apr. 30, 1965 Served through May 31, 1972.
Andrew F. Brimmer ........ Philadelphia.......... Mar. 9, 1966 Resigned Aug. 31, 1974,
William W. Sherrill ......... Dallas ................. May 1, 1967 Reappointed 1n 1968. Resigned Nov. 15, 1971.
Arthur F. Burns.............. New York ........... Jan. 1, 1970 Term began Feb. 1, 1970.
Resigned Mar. 31, 1978.
John E. Sheehan............. St. Louis............. Jan. 4, 1972 Resigned June 1, 1975.
Jeffrey M. Bucher........... San Francisco ...... June 3, 1972 Resigned Jan. 2, 1976.
Robert C. Holland........... Kansas City ......... June 11, 1973 Resigned May 15 1976.
Henry C. Wallich............ Boston................ Mar. 8, 1974 Resigned Dec. 15 1986.
Philip E. Coldwell........... Dallas................. 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. 5, 1976 Served until Feb. 7, 1986.3
Stephen S. Gardner......... Philadelphia.......... Feb. 13, 1976 Died Nov. 19, 1978.
Resigned Feb. 24, 1978.

David M. Lilly ............... Minneapolis ......... June 1, 1976
.. Mar. 8, 1978

G. William Miller...

Resigned Aug. 6, 1979.

Nancy H. Teeters Chicago........ ..Sept. 18, 1978 Served 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. 11, 1982,

Paul A. Volcker.............. Philadelphia......... Aug. 6, 1979 Resigned August 11, 1987.

Lyle E. Gramley............. Kansas City ......... May 28, 1980 Resigned Sept. 1, 1985.

Preston Martin ............... San Francisco ...... Mar, 31, 1982 Resigned April 30 1986.

Martha R. Seger............. Chicago............... July 2, 1984

Wayne D. Angell ............ Kansas City ......... Feb. 7, 1986

Manuel H. Johnson ......... Richmond............ Feb. 7, 1986 Resigned August 3, 1990.

H. Robert Heller............. San Francisco ...... Aug. 19, 1986 Resigned July 31, 1989.

Edward W. Kelley, Jr...... Dallas ................. May 26, 1987 Reappointed in 1990.

Alan Greenspan.............. New York ........... Aug. 11, 1987

John P. LaWare.............. Boston................ Aug. 15, 1988

David W. Mullins, Jr......... St. Louis.............. May 21, 1990

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
Daniel R. Crissinger...... May 1, 1923-Sept. 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............. Sept. 16, 1930-May 10, 1933 J.J. Thomas................. Aug. 21, 1934-Feb. 10, 1936
Eugene R. Black.......... May 19, 1933~Aug. 15, 1934  Ronald Ransom............ Aug. 6, 1956-Dec. 2, 1947
Marriner S. Eccles ....... Nov. 15, 1934—Jan. 31, 1948 C. Canby Balderston.....Mar. 11, 1955-Feb. 28, 1966
Thomas B. McCabe...... Apr. 15, 1948-Mar. 31, 1951  J.L. Robertson............. Mar. 1, 1966-Apr. 30, 1973

Wm. McC. Martin, Jr. ..Apr. 2, 1951-Jan. 31, 1970
Arthur F. Burns............ Feb. 1, 1970-Jan. 31, 1978
G. William Miller ......... Mar. 8, 1978-Aug. 6, 1979
Paul A. Volcker........... Aug. 6, 1979-Aug. 11, 1987
Alan Greenspan ........... Aug. 11, 1987-

EX-OFFICIO MEMBERS'

Secretaries of the Treasury

W.G. McAdoo............. Dec. 23, 1913-Dec. 15, 1918
Carter Glass ................ Dec. 16, 1918-Feb. 1, 1920
David F. Houston ........ Feb. 2, 1920-Mar. 3, 1921
Andrew W. Mellon....... Mar. 4, 1921-Feb. 12, 1932
Ogden L. Mills ............ Feb. 12, 1932-Mar. 4, 1933

William H. Woodin....... Mar. 4, 1933-Dec. 31, 1933
Henry Morgenthau Jr. ...Jan. 1, 1934-Feb. 1, 1936

George W. Mitchell ...... May 1, 1973-Feb. 13, 1976
Stephen S. Gardner ...... Feb. 13, 1976-Nov. 19, 1978
Frederick H. Schultz ....July 27, 1979-Feb. 11, 1982
Preston Martin............. Mar. 31, 1982-Mar. 31, 1986
Manuel H. Johnson ...... Aug. 4, 1986-Aug. 3, 1990

Comptrollers of the Currency
John Skelton Williams...Feb. 2, 1914-Mar. 2, 1921
Daniel R. Crissinger...... Mar. 17, 1921-Apr. 30, 1923

Henry M. Dawes.......... May 1, 1923-Dec. 17, 1924
Joseph W. Mclntosh.....Dec. 20, 1924-Nov. 20, 1928
JW.Pole.........counnnn. Nov. 21, 1928-Sept. 20, 1932
J.F.T. O’Connor-.......... May 11, 1933-Feb. 1, 1936

1. 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 Comptroller of the Cur-
rency. The original term of office was ten years, and the five original
appointive members had terms of two, four, six, eight, and ten years
respectively. In 1922 the number of a pointive members was in-
creased to six, and in 1933 the term of ot%ce was increased to twelve
years. The Bankmg 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 of seven appointive members; that the Secretary of the
Treasury and the Comptroller of the Currency should continue to
serve as members until Feb. 1, 1936, or until their successors were
agpointed and had qualified; and that thereafter the terms of members
should be fourteen years and that the designation of Chairman and
Vice Chairman of the Board should be for a term of four years.

2. Date after words ‘‘Resigned’’ and *‘Retired’” denotes final day of
service.

3. Successor took office on this date.

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

NotE. The following tables may have some
discontinuities in historical data for some series
beginning with the December 1989 issue: 1.12,
1.33, 144, 1.52, 1.57-1.60, 2.10, 2.12, 2.13, 3.10,

3.4, 3.15-3.20, 3.22-3.25, 3.27, 3.28, and 4.30.
For a more detailed explanation of the changes,
see the announcement on page 16 of the January
1990 BULLETIN.
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Annual rates of change, seasonally adjusted in percent!

1989 1990 1990
Monetary and credit aggregates r._
Q3 Q4 Qi Q2 Ieb. Mar, Apr. May June
Reserves of depository institutions®
TTotal. ..o s 6 5.1 2.4 -1.4 6.4 1.6 —.4 -9.8 -1.0
2 Required ....... . .5 5.0 2.5 -.9 7.1 42 -1.2 1.3 2.8
3 Nonborrowed .. 8.6 7.2 -39 -1.0 -13.9 -12.1 98 —4.1 8.3
4 Monetary base’ 3.2 4.0 8.5 7.0 9.2 8.7 7.1 3.5 7.6
S M 1.8 AN 4.8 3.6 10.0 5.1 39 ~-2.8 6.1
6 6.9 7.0 6.0 2.4 8.6 5.1 2.1 -2.6 1.9
7 3.9 1.9 2.6 4 42 9 1.1 -2.8 -2
8 L 4.4 3.1 2.8 ni 23 4.4 23 -7.0 n.a.
9 7.3 8.2 6.9 7.0 7.8 7.7 6.3 6.2 n.a
Nontrgnsaction components
10 In M2 .. [ TECEETERRRR IR S 8.7 7.7 6.4 2.0 8.1 5.1 1.5 -2.6 .6
o InM3only® o -6.8 -17.0 ~10.9 -7.8 -13.4 -16.2 32 -3.0 -93
Time and savings deposits
Commercial banks
120 SaVINES .. s 4 7.2 9.5 5. 12.6 10.0 2.5 -1.9 9.3
13 MMDAs. .. . . 5.2 12.3 9.1 10.7 12.3 10.4 10.7 10.3 9.5
14 Small-denomination time’ .. 19 1.3 7.8 12.1 7.5 5.6 9.4 20.8 18.7
15 Large-denomination ime™” ... ... 2.9 2.7 -1.6 -3.0 -5.4 -9.3 -5 5.5 1.5
Thrift institutions
16 SAVINES o0t ett e s =52 2 1.3 7 7.6 -3.2 4.3 -2.2 -3.8
17 MMDAs. . . -6.2 4.7 5.7 2.7 8.2 21.6 7.1 -16.7 ~14.3
18 Small-denomination time’ . 8.7 ~2.5 —4.3 -9.5 -9.0 2 =17 -16.5 ~21.0
19  Large-denomination time -10.7 -28.6 —24.7 -30.6 -21.2 ~-23.2 =350 --40.3 ~29.5
Money market mutual funds
20 General purpose and broker-dealer .......... .. ... ... 37.6 29.1 18.8 1.0 24.1 1.8 -7 =20.0 6.0
21 INSHIULON-ONLY ... ov e i 36.6 33 10.2 1.7 5.8 19.7 15.9 5.6 .0
Debt components®
22 Federal........ 4.7 9.5 8.1 10.2 1.3 14.9 7.7 6.6 n.a.
23 Nonfederal 8.1 7.8 6.6 6.0 6.8 5.8 59 6.2 a.a.

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

2. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory changes to
reserve requirements, (See also table 1.20.)

3. Seasonally adjusted, break-adjusted monetary base consists of seasonally
adjusted, break-adjusted total reserves (line 1), plus the seasonally adjusted
currency component of the money stock, plus (for all guarterly reporters on the
“‘Report of Transaction Accounts, Other Dzposits and Vault Cash’ and for all
those weekly reporters whose vault cash ¢xceeds their required reserves) the
seasonally adjusted, breuk adjusted difference between current vault cash and the
amount applied to satisfy current reserve requirements.

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

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

M2: M1 plus overnight (and continuing contract) repurchase agreements
(RPs) issuetrby all depository institutions and overnight Eurodollars issued to
U.S. residents by foreign branches of U.S. banks worldwide, Money Market
Deposit Accounts (MMDASs), savings and small-denomination time deposits
(time deposits—including retail RPs—in amounts of less than $100,0600), and
balances in hoth taxable and tax-exempt general purpose and broker-dealer
money market mutual funds. Excludes individual retirement accounts (IRA)
and Keogh balances at depository institutions and money market funds. Also
excludes all balances held by U.S. commercial banks, money market funds
(general purpose and broker-dealer), foreign governments and commercial
banks, and the U.S. government.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of 5100,000 or more) issued by all depository institutions, term Eurodol-

lars held by U.S. residents at foreign branches of U.S. banks worldwide and at all
banking offices in the United Kingdom and Canada, and balances in both taxable
and tax-exempt, institution-only money market mutual funds. Excludes amounts
held by depository institutions, the U.S, government, moncy market funds, and
foreign banks and official institutions. Also subtracted is the estimated amount of
;)vc{night RPs and Eurodollars held by institution-only money market mutual
unds,

L: M3 plus the nonbank public holdings of U.5. savings bonds, short-term
‘Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corpurate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. Data are derived from the Federal
Reserve Board's flow of funds accounts. Data on debt of domestic nonfinancial
sectors are monthly averages, derived by averaging adjacent month-end levels,
Growth rates for debt reflect adjustments for discontinuities over time in the Jevels
of debt presented in other tables.

5. Sum of overnight RPs and Eurodollars, money market fund balances
(Il;ene(al purpose and broker-dealer}, MMDAs, and savings and small time
deposits.

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

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

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

9. Large-denomination time deposits at commercial banks less those held by
moncy market mutual funds, depository institutions, and forefgn banks and
official institutions.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT
Millions of dollars

Mon‘;m ya;gel:?egses of Weekly averages of daily figures for week ending
Factors 1990 1990
Apr. May June May 16 May 23 May 30 June 6 June 13 June 20 June 27
SupPLYING RESERVE FUNDS
1 Reserve Bank credit ...................... 272,853 | 273,073 | 278,190 | 274,097 | 271,336 | 273,318 | 277,000 | 280,152 | 276,801 277,894
U.S. government securities’ 2
2 Bought outright-system account ....... 223,445 | 224,344 | 228,752 | 224,357 | 223,075 | 224,942 | 227,394 227,798 228,982 229,576
3 Hcldg under rcpurchnse agrecmems ..... 361 185 930 819 0 0 1,434 2,550 0 0
Federal agency obligations
4 Bought outright. ., ................... 6,504 6,446 6,446 6,446 6,446 6,446 6,446 6,446 6,446 6,446
5 Held under rcpurchase agreements. . ... 156 156 294 691 0 0 352 907 0 0
6 ACCEPIANCES.......oiviiiiinnprain 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions?
7 Adjustment credit.................... 1381 205 237 98 62 634 160 740 34 74
8 Seasonal credit .. ............. . 19 248 3 221 265 290 282 281 164 345
9 Extended credit............... 1,424 852 339 763 1,036 1,159 602 516 312 202
10 Float ...........c.cviviiiiinn 659 720 486 601 1,237 432 299 579 494 542
{1 Other Federal Reserve assets .... L] 40,073 39,917 40,394 40,099 39,214 39,416 40,031 40,334 40,365 40,707
12 Gold stock ... vvvviuiiin i 11,060 11,063 11,065 11,061 11,065 11,065 11,065 11,065 11,065 11,065
13 Special drawing rights certificate account. .. 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
14 Treasury currency outstanding ......,..... 19,878 19,949 20,016 19,943 19,957 19,971 19,991 20,005 20,019 20,033
ABSORBING RESERVE FUNDS
15 Currency in circulation ................... 260,024 | 262,394 | 265,776 | 262,218 262,427 | 263,790 | 265,326 | 265,907 | 265,822 | 265474
16 Treasury cash holdings ................... 549 572 582 570 572 517 582 586 582 578
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury.....oooviiieviiiiinnonnnenees 4,351 5,054 5,078 5,037 5,274 4,562 5,185 4,574 5,003 5.364
18 Foreign....oocoiviiiiiiiiiiiiainainnns 230 214 250 220 213 215 268 217 233 266
19 Service-related balances and
adjustments ..........coiiiiiiien 1,905 2,038 2,010 2,018 2,031 1,992 2,242 1,910 2,037 1,956
20 Other........ooviiiivioraneenaniiannns 316 334 289 264 269 578 282 230 302 328
21 Other Federal Reserve liabilities and
capital . ..oovi i 9,033 9,468 9,788 9,497 9,327 9,386 10,010 10,231 9,553 9,625
22 Reserve balances w, }'h Federal
Reserve Banks®. ............o0iiens 35,903 32,529 34,016 33,794 30,764 31,774 32,679 36,084 32,870 33,918
End-of-month figures Wednesday figures
1990 1990
Apr. May June May 16 May 23 May 30 June 6 June 13 June 20 June 27
SUPPLYING RESERVE FUNDS
23 Reserve Bankcredit ...................... 273,008 | 275,183 | 279,372 | 275,253 | 27,714 | 272,240 | 278,796 | 283,457 | 276,723 | 279,926
U.S. government securities" 2
24 Bought outright-system account ....... 224,468 227,455 231,383 223,872 224,092 224,463 227,329 227,857 229,101 230,978
25 Held under repurchase a grccments ..... 0 0 0 3,013 0 0 2,308 1,032 0 0
Federal agency obligations
26 Bought outright..................c0ue 6,446 6,446 6,446 6,446 6,446 6,446 6,446 6,446 6,446 6,446
27 Held under repurchase agreements. .. .. 0 0 0 2,077 0 0 T2 1,053 0 0
28 Acceptances..............i.iiiiaiienns 0 0 0 ] 0 0 0 [ 0 0
Loans to depository institutions?
29 Adjustmentcredit. ................... 97 94 49 36 64 75 16 5,080 48 84
30 Seasonal credit ........... . 183 289 374 230 900 291 277 295 171 356
3 Extended credit........... . 732 n7 163 716 274 1,009 302 272 332 168
32 Floal cuvvvervneninniinninanns o 277 316 575 953 662 441 1,130 685 189 1,052
33 Other Federal Reserve assets .. .| 40,805 39,866 40,382 37,908 39,277 39,514 40,285 40,736 40,436 40,842
34 Gold stock . 11,060 11,065 11,065 11,062 11,065 11,065 11,065 11,065 11,065 11,065
35 Special drawing rights certificate account . .. 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
36 Treasury currency outstanding ............ 19,915 19,985 20,047 19,943 19,957 19,971 19,991 20,005 20, 019 20,033
ABSORBING RESERVE FunDs
37 Currency in circulation 265,336 266,979 262,573 262,855 264,828 265,544 266,135 265,737 266,080
38 Treasury cash holdings 519 580 572 575 581 586 583 578 580
Deposits, other than reserve balances,
Federal Reserve Banks
39 Treasury.........oooeviviiiieiiniinis 5,205 4,426 5,470 3,817 5,740 4,420 4,780 5,291 5,944 5915
40 Foreign.............oiiiiiiiiiiiiian.s 402 309 368 215 200 207 223 224 223 189
41 Service-related balances and
adjustments ........... o0 . 2,344 2,242 1,847 2,018 2,031 1,992 2,242 1,910 2,037 1,956
42 Other........coviiiiiinetiaiieneaninn 352 303 255 318 214 377 241 224 242 314
43 Other Fedcral Reserve liabilities and
capital ........ e 9,866 9,928 9,012 9,203 9,209 9,206 9,827 9,652 9,365 9,409
44 Reserve balances w, 3uh Federal
Reserve Banks’...................... 33,881 31,628 34,490 36,059 30,430 30,183 34,926 39,027 32,198 35,099
1. Includes securities loaned—fully guaranteed by U.S. government securities 3. Excludes required clearing balances and adjustments to compensate for
pledged with Federal Reserve Banks—and excludes any secunucs sold and float.
scheduled to be bought back under hed chas ion Note, For amounts of currency and coin held as reserves, see table 1.12.
2. Beginning with the May 1990 Bulletin, this table has been revised to Components may not add to totals because of rounding.

correspond with the H.4.1 statistical release.
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1.12 RESERVES AND BORROWINGS Depository Institutions'

Millions of dollars

Monthly averages’
Reserve classification 1987 1988 1989 1989 1990

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

1 Reserve balancejs with Reserve Banks? ......... 37,691 37,837 35,436 35,436 34,050 30,929 33,407 35,409 32,771 33,878

2 Total vaultcash” .. ,................ 26,675 28,204 29,812 29,812 31,301 32,489 29,581 29,281 29,812" 29,632

3 Applied vault cash®, .. 24,449 25,909 27,374 27,374 28,841 29,693 27,251 27,103 27,461 27,318

4 Surplus vault cash”. . 2,226 2,295 2,439 2,439 2,461 2,795 2,330 2,178 2,351 2,314

S Total reserves®. ... 62,141 63,746 62,810 62,810 62,931 60,623 60,658 62,512 60,232" 61,196

6 Required reserves............. e 61,094 62,699 61,388 61,888 61,914 59,634 59,797 61,615 59,269 60,422

7 Excess reserve balances at Reserve Banks’ ... .. 1,046 1,047 922 922 1,016 989 861 897 962 774

8 Total borrowings at Reserve Banks ............ M 1,716 265 265 440 1,448 2,124 1,628 1,335 881

9 Seasonal borrowings at Reserve Bg.nks . 93 130 84 84 47 51 78 122 244 311

10 Extended credit at Reserve Banks®........... 483 1,244 20 20 26 535 1,950 1,403 875 346

Biweekly averages of daily figures for weeks ending
1990

Mar. 7 Mar. 21 Apr. 4 Apr. 18 May 2 May 16 May 30 | June 13" | June 27 July 11

11 Reserve balancejs with Reserve Banks? ......... 32,724 33,730 33,433 36,421 34,887 33,855 31,269 34,385 33,390 33,955
12 Total vault cash gt 30,220 29,259 29,585 28,931 29,589 | 28,863 30,852" 28,986 30,097 30,264
13 Applied vault cash g 27,706 27,004 27,278 26,920 27,259 26,730 28,268 26,803 27,676 27,885
14 Surplus vault cash’. . 2,514 2,255 2,307 2,011 2,331” 2,133 2,584 2,184 2,421 2,380
15 Total reserves®...... 60,430 60,734 60,711 63,341 62,145 60,584 59,537 61,188 61,066 61,839
16 Required reserves ..........oovvveun.iens " 59,633 59,997 59,633 62,675 61,040 59,657 58,526 709 60,046 60,938
17 Excess reserve balances at Reserve Banks 797 737 1,078 665 1,105 927 1011 479 1,020 901
18 Total borrowings at Reserve Banks ...... 1,967 2,179 2,157 1,882 1,155 976 1,723 1,291 566 581
19 Seasonal borrowings at Reserve Bsmks 60 75 96 100 158 221 278 282 329 359
20  Extended credit at Reserve Banks"........... 1,84) 1,995 1,965 1,676 899 673 1,098 559 183 182

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

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

3. Total ‘‘lagged” vault cash held by those depository institutions currently
subject 10 reserve requirements, Dates refer to the maintenance periods in which
the vault cash can be used to satisfy reserve requirements. Under contempora-
neous reserve requirements, maintenance periods end 30 days after the lagged
computation periods in which the balances are held.

4, Equal to all vault cash held during the lagged computation period by
“bound’’ institutions (institutions whose required reserves exceed their vault
cash) plus the amount of vault cash applied during the i period by
“nonbound” institutions (institutions whose vault cash exceeds their required

reserves) to satisfy current reserve requirements.

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

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

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

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

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

Averages of daily figures, in millions of dollars

1990 week ending Monday?

Maturity and source
May 14 May 21 May 28 June 4 June 11 June 18 June 25 July 2 July 9

Federal funds purchased, repurchase agreements, und
other selected borrowing in immediately available

Sunds
From commercial banks in the United States
1 For one day or under continuing contract ............ 79,570 79,518 77,536 85,413 88,698 89,848 82,754 82,140 90,826
2 Forall other maturities . ... ..o, 19,456 19,360 19,784 18,706 19,734 21,135 20,214 19,294 19,261

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

3 For one day or under continuing contract, .
4 For all other maturities ....c.....ovivi i

37,113 37,650 38,536 37,418 40,495 40,424 39,759 37,304 41,114
19,029 (8,536 18,494 18,065 17,758 17,495 17,562 17,631 18,030

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

5  For one day or under continuing contract. . ........... 15,722 16,796 13,950 13,898 13,874 13,354 13,068 11,064 11,700
6  For all other maturities ............. ... i 19,812 19,758 19,978 20,438 20,695 20,503 20,437 19,408 19,155
All other customers
7  For one day or under continning contract 31,489 32,431 32,122 33,987 32,321 32,506 33,987 32,210 33,925
8  For all other maturities .................. 12,668 12,583 13,421 13,263 14,130 13,964 14,211 13,902 13,691
Memo: Federal funds loans and resale agreements in
immediately available funds in maturities of one day
or under confinuing contract
9 To commercial banks in the Unijted States.......oiee 45,068 45,328 44,999 49,490 44,708 61,783 49258 51,135 47,908
10 To all other specified customers” ...................... 13,537 13,661 12,317 15,168 13.419 14,314 14,251 13,132 12,916
1. Banks with assets of $1 billion or more as of Dec. 31, 1977, Division of Applications Development and Statistical Services, Financial State-
These data also appear in the Board's H.5 (507) release. For address, see inside ment Reports Section, (202) 452-3349.
front cover. 3. Brokers and nonbank dealers in securities; other depository institutions;
2. Beginning with the August Bulietin dala appearing are the most current foreign banks and official institutions; and United States government agencies.

available. To obtain data from May 1, 1989, through April 16, 1990, contact the



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

. 2
Adjustment credit Extended credit
an
e i1
Federal Reserve Seasonal oredit First 30 days of borrowing After 30 days of borrowing?
Bank
On Effective Previous On Effective Previous On Effective Previous - ,
711190 date rate 7111190 date rate 711190 date rate Bffective date
Boston.......... 7 2/24/89 6l 7 2/24/89 62 8.80 T/11/90 8.75 6/27/90
New York ...... 2/24/89 2/24/89 7/11/90 6/27/90
Philadelphia . 2/24/89 2/24/89 T11/90 6/27/90
Cleveland . . 224189 2/24/89 7/11/90 6/27/90
Richmond. ...... 2/24/89 2/24/89 7/11/90 6/27/90
Atlanta ......... 2/24/89 2/24/89 711190 6/27/90
Chicago......... 2/24/89 2/24/89 7/11/90 6/27/90
St. Louis. . o 2/24/89 2/24/89 7111790 6/27/90
Minneapolis ... .. 2/24/8% 2/24/89 7F11/90 6/27/90
Kansas City ..... 2/24/89 2/24/89 7111190 6/27/90
Dallas .......... 2127/89 2/27/89 11190 6/27/90
San Francisco . .. 7 2/24/89 (371 2/24/89 6l2 R.80 T80 8.75 6/27/90
Range of rates for adjustment credit in recent years?
Range (or F.R. Range (or F.R. Range (or F.R.
Effective date }\eﬁle{l‘)_k. B:,?k Effective date }‘fl‘llefl«‘).x. B::rf‘k Lffective date }SI\IJeII)R "g'f‘k
Banks NY Banks NY Banks N.Y.
In effect Dec. 3] 1977........ 6 6 1980—July 10-11 10 1984—, 8la-9 9
1978—Jan. . o 662 64 10 10 9 9
. 612 6l Sept. it 1 V-9 8lh
May 11 ... 6Y-7 7 Nov. 12 12 1323 8la
12 ... 7 7 Dec. 12-13 13 8 8
July 3 ... 7-7Va 7Y
10 ... Wz V4 1981—May 13-14 14 1985—May 20 .............. T8 T
Aug. 2t ... TV V4 14 14 7 A
Sept. 22 ... 8 8 Nov. 13-14 13
QOct. 812 13 13 1986 —Mar, 7-7% 7
1153 Dec. ©° 2 7 7
Nov, 9ls Apr. 627 6h
L1%] 1982—July 1Y-12 [ §1%] July 6 6
1114 n» Aug. Slh-g 5a
1979—July 10 Aug. =11l 11 k1% 5
Aug. 102 11 1
10%2 10Y2 10% 1987—Sept. S¥-6 6
Sept. it 10-104 10 6 6
1 10 10
Oct. 12 Dct. 9lA-10 9ls 1988—Aug. 9 ... ... ... 6-61A 62
12 9ls p1%] O 64 64
Nov. 9-91» 9
1980—Feb. 13 9 9 1989—Feb. 24 .............. 627 7
3 Dec 8199 9 27 oo 7 7
May 13 8hr-9 8lA
2 %3 1% In effect July 11,1990 ........ 7 7
June 1}
1

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

Seasonal credit is available to help smaller depository institutions meet regular,
seasonal needs for funds that cannot be met through special industry lenders and
that arise from a combination of expected patterns of movement in their deposits
and loans. A temporary simplified seasonal program was established on Mar. 8,
1985, and the interest rate was a fixed rate 12 percent above the rate on adjustment
cgedit. The program was reestablished for 1986 and 1987 but was not renewed for
1988.

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

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

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

4. For earlier data, see the following publications of the Board of Governors:
Banking and Monetary Statistics, 1914-1941, and [941-1970;, Annual Statistical
Digess, 19790-1979.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borruwmgs by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than four weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980 through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and
to 4 percent on May 5, 1981, The surcharge was reduced to 3 per(.ent eftective
Sept. 22, 1981, and to 2 percent effective Oct. 12, 1981. As of Oct. 1, 1981 the
formuta for applying the surcharge was changed from a calendar quarter to a
moving 13-week period. The surcharge was eliminated on Nov. 17, 1981,
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Depository institution requirements
after implementation of the
Type of deposit %nd Monetary Control Act
deposit interval
Percent of :
deposits Effective date
Net transaction accounts’*
$0 million=840.4 MIllION. . ... .ttt e e 3 12/19/89
More than $40.4 MM L. ..o\ttt ittt ettt e e e 12 12/19/89
Nonpersonal time deposits®
By original maturity
Less than 1/ YEars . ... ou ittt ittt et s e e s 3 10/6/83
L 2 YBAES OF MIOTC . o o oLttt ettt ettt it et e sttt t e et e ettt e s e e 0 10/6/83
Eurocurrency liabilities
All types 3 11/13/80

1. Reserve requirements in effect on Dec. 31, 1989. Required reserves must be
held in the form of deposits with Federal Reserve Banks or vault cash. Nonmem-
ber institutions may maintain reserve balances with a Federal Reserve Bank
indirectly on a pass-through basis with certain approved institutions, For previous
reserve requirements, see earlier editions of the Annual Report or the Federal
Reserve Bulletin. Under provisions of the Monetary Control Act, depository
institutions include commercial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge
corporations.

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

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

3. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and teletphone and preauthorized transfers in excess of
three per month for 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, automatic, or other transfers per month, of which no more
than three can be checks, are not transaction accounts (such accounts are savings
deposits subject to time deposit reserve requirements).

4. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage change in transaction accaunts held by
all depository institutions, determined as of June 30 each year. Effective Dec. 19,
1989 for institutions reporting quarterly and Dec. 26, 1989 for institutions
reporting weekly, the amount was decreased from $41.5 million to $40.4 million.

5. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons and certain obligations issued

itory institution offices located outside the United States. For details, see

accounts; and (3) nonpersonal time deposits or Eurocurrency liabilities starting
with those with the highest reserve ratio. With respect to NOW accounts and

to dep
section 204.2 of Regulation D.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!

Millions of dollars

1989 1990
Type of transaction 1987 1988 1989
Nov. Dec. Jan. Feb. Mar. Apr. May
U.S. TREASURY SECURITIES
Gutright transactions (excluding matched
transactions)
Treasury bills
1 Gross purchases .............cooiveniiniennn. 18,983 8,223 14,284 8,794 1,883 423 108 543 5,796 3,365
2 Gross sales. . 6,051 587 12,818 0 0 1,489 3,384 0 0 0
3 Exchange... .. 0 0 0 0 (i} 0 0 0 0 0
4 Redemptions ...................... . 9,029 2,200 12,730 3,530 0 1,000 400 0 0 0
Others within 1 year
5 Grosspuschases.............ooiveiiiiion, 3,659 2,176 327 155 0 0 0 100 0 0
6 Gross sales...... .. 300 0 (] [} 0 0 0 0 0 0
7 Maturity shift. . . 21,504 23,854 28,848 3,915 1,268 1,201 2,845 1,876 993 4,387
8 Exchange..... .. ] ~20,388 ~24,588 ) ~25,783) -5,502 0 —2,489 —5,418 [} —4,304 2,11
9  Redemptions ...............cooviiiiiiiin... 70 0 500 0 0 0 [ 4 0 0
1 to 5 years
10 Gross purchases . 10,231 5,485 1,436 0 ] 0 0 100 100 0
11 Gross sales...... 452 800 490 0 [\] 0 0 0 0 0
12 Maturity shift. | 17,975 —17,720 | 25,534 | -2,869 -1,268 —1,163 ~1,713 —1,876 -739 —3,607
13 Exchange.................ccciiiiii 18,938 22,515 23,250 4,902 [ 2,373 4,743 0 4,081 2,521
5 to 10 years
14 Grosspurchases .................cccovuuns 2,441 1,579 287 0 0 0 0 0 0 [i]
15 Gross sales. ... A 0 175 29 0 i} 0 0 0 0 0
16 Maturity shift. o -3,529 —5,946 -2,231 1 ~1,046 0 -38 —451 0 —254 —530
17 Exchange.............ccovviiiiiiiiineninns 950 1,797 1,934 400 [} 116 450 0 223 Q
Over 10 years
18  Gross purchases .. .........cocovuininnnennun, 1,858 1,398 284 0 0 0 0 0 0 0
19 Gross sales...... .- 0 0 0 0 [1] 0 0 0 0 0
20 Maturity shift. . e 0 —188 - 1,086 0 0 0 —681 0 0 —250
21 EXchange .............ccooiiiiiiiniinniins 500 275 600 200 0 0 226 [} 0 250
All maturities
22 Gross purchases ..............oevivneroniennn. 37,170 18,863 16,617 8,949 1,883 423 108 743 5,896 3,365
23 Gross sales ..... .. 6,803 1,562 13,337 0 [\] 1,489 3,384 0 0 0
24 Redemplions . ...........vveerinuriieereonannan 9,099 2,200 13,230 3,530 0 1,000 400 0 0 0
Matched transactions
25 Gross sales ..... 950,923 | 1,168,484 | 1,323,480 | 105,696 103,077 127,729 | 116,220 99,104 97,970 117,237
26 Gross purchases 950,935 | 1,168,142 | 1,326,542 | 105,243 104,827 121,411 120,637 97,128 98,643 116,859
Repurchase agreements?
27 Gross purchases ........ ... ... i 314,621 152,613 129,518 15,350 22,737 16,185 0 8,050 6,409 3,959
28 Gross SAIES .. ...t e 324,666 151,497 1 132,688 15,350 21,145 17,777 [ 6,627 7,832 3,959
29 Net change in U.S. government securities ....... 11,234 15,872 | 10,055 4,966 5,225 ~9,976 741 190 5,146 2,987
FEDERAL AGENCY OBLIGATIONS
Qutright transactions
30 Gross purchases 0 0 0 0 0 0 0 0 0 0
31 Gross sales ... . 0 0 0 [i} 4] 0 0 0 G g
32 Redemptions ...........ociiiiiiiineninneann. 276 587 442 0 0 0 0 0 78 0
Repurchase agreements®
33 Grosspurchases . ...........cooiieiiiiininn 80,353 57,259 38,835 1,247 2,992 1,741 [\} 1,966 2,595 2,314
34 Grosssales ... i s 81,350 56,471 40,411 1,247 2,467 2,266 0 1,457 3,104 2,314
35 Net change in federal agency obligations ........ -1,274 198 -2,018 0 525 —525 0 509 —587 0
36 Total net change in System Open Market
AcCOUnt. ... ... i 9,961 16,070 | —12,073 4,966 5,756 | —10,501 741 699 4,559 2,987
1. Sales, redemptions, and negative figures reduce holdings of the System Open 2. In July 1984 the Open Market Trading Desk discontinued accepting bankers
Market Account; all other figures increase such holdings. Details may not add to acceptances in repurchase agreements.

totals because of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements!

Millions of dollars

Wednesday End of month
Account 1990 1990
May 30 June 6 June 13 June 20 June 27 Apr. May June
Consolidated condition statement
ASSETS
1 Gold certificate account .................. e 11,065 11,065 11,065 11,065 11,065 11,060 11,065 11,065
2 Special drawing rights certificate account . 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
F 00N . e 473 459 469 474 474 532 468 470
Loans
4 To depository institutions. . ... 1,375 596 5,648 550 608 2,163 1,100 586
5 h .. 0 0 0 0 0 0 0 0
6 Acceptances held under repurchase agreements ........ ] 0 0 0 0 0 0 0
Federal agency obligations
7 Boughtoutright ............... ..o 6,446 6,446 6,446 6,446 6,446 6.446 6,446 6,446
8 Held under repurchase agreements. ................. 0 702 1,053 0 ¢ Q () [}
U.S. Treasury securities
Bought outright
9 Bills. 101,968 104,784 105,312 106,556 108,433 101,973 104,960 108,838
10 Notes 91,732 91,782 91,782 91,782 91,782 91,540 91,732 91,782
1 Bonds ......... 30,763 30,763 30,763 30,763 30,763 30,955 30,763 30,763
12 Total bought outright® . 224,463 227,329 227,857 229,101 230,978 224,468 227,455 231,383
13 Held under repurchase agreements. .. 0 2,308 1,032 0 0 0 0 0
14 Total U.S. Treasury securities. . .......coovvineinon... 224,463 229,637 228,889 229,101 230,978 224,468 227,455 231,383
|5 Total loans and securities. .. .......................... 232,284 237,381 242,036 236,098 238,032 231,926 235,001 238,415
16 Items in process of collection ........................ 8.450 6,421 5,523 5,937 5,923 4,499 6,661 7,586
17 Bank premises. .. ... 795 795 825 825 425 795 795 827
Other assets
18 Denommdled in foreign currencies’ - 34,098 34,507 34,608 34,698 34,747 33,982 34,574 34,225
19 Allother® .. .......0 ... ......... . 4,573 5,052 5,014 4.879 5,167 5,958 4,563 5,248
20 Total @assels. . ..........o ittt 300,256 304,196 308,059 302,494 304,752 297,270 301,646 306,354
LIABILITIES
21 Federal Reservenotes............ .o ioviiiun 245,910 246,598 247,182 246,770 247,101 241,068 246,398 247,983
Deposits
22 To depository institutions. ... ..o, 32,694 36,574 40,200 34,359 36,812 36,076 34,094 36,336
23 U.S. Treasury—General account 4,420 4,780 5,291 5,944 5,915 5,205 4,426 5,470
24 Foreign—Official accounts . .. .. 207 223 224 223 189 402 309 368
25 Other.............oooiiiinn e s n 241 224 242 314 352 303 258
26 Totaldeposits. . ...t i 37,699 41,818 45,939 40,768 43,230 42,036 39,132 42,429
27 Deferred credit items ., ... ... 7,441 5,953 5,286 5,590 5,012 4,301 6,188 6,930
28 Other liabilities and accrued dividends®. ............... 4,131 4,318 4,542 4,277 4,311 4,199 4,365 3,810
29 Total liabilities. . ... ................... ... il 295,181 298,688 302,948 297,406 299,655 291,603 296,083 301,152
CAPITAL ACCOUNTS
30 Capital paid in 2,339 2,336 2,345 2,344 2,344 2,327 2,344 2,344
3t Surplus . A 2,243 2,243 2,243 2,243 2,243 2,243 2,243 2,243
32 Other ca 493 929 522 500 5t 1,098 981 616
33 Total liabilities and capital accounts . .................. 300,256 304,196 308,059 302,494 304,752 297,270 301,646 306,354
34 MEMoO: Marketable U.S. Treasury securities held in
custody for foreign and international accounts ...... 227,961 227,961 222,823 230,141 227,365 224,256 225,879 228,260
Federal Reserve note statement
35 Federal Reserve notes outstanding issued to hank 285,846 286,166 286,841 287,921 288,282 283,191 285,819 288,487
36 L Held by bank ......... .. 39,936 39,568 39,659 41,150 41,181 42,123 39,421 40,504
37 !‘edeml Reserve notes, net. 245,910 246 598 247,182 246,770 247,101 241,068 246,398 247,983
Collateral held against notes net:
38 Gold certificate account .. .......oiivneniiii, 11,065 11,065 11,065 11,065 11,065 11,060 11,065 11,065
39 Special drawing rights certificate account. 8,518 8,518 8,518 8,518 8,518 8,518 8,518 8,518
40 Other eligible assets.................... . 0 0 0 0 0 0 0 0
41 U.S. Treasury and agency securities ................ 226,327 227,015 227,599 227,187 227,518 221,490 227,815 228,400
42 Totalcollateral. ...................iiiiieiniinnnn. 245,910 246,598 247,182 246,770 247,101 241,068 247,398 247,983
Some of these data also appear in the Board's H.4,1 (503) release. For 3. Valued monthly at market exchange rates.
addres\, see inside front cover. Components may not add to totals because of 4, Includes special investment account at the V'ederal Reserve Bank of Chicago
rounding, in Treasury bills maturing within 90 days.
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities 5. Includes exchange-translation account reflecting the monthly revaluation 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.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding
Millions of dollars
Wednesday End of month
Type and maturity groupings 1990 1990

May 30 June 6 June 13 June 20 June 27 Apr. 30 May 31 June 29
Y Loans—Total. ... 1,375 596 5,648 550 608 1,012 1,100 586
2 Within 15 days .... 1,339 407 5,461 516 559 951 1,014 415
3 16 days to 90 days . 37 188 187 34 49 62 86 171
4 91 days to 1 year 0 0 0 [} 0 [\] [\] 0
5 Acceptances—Total 0 0 0 0 0 0 0 0
6  Within 15 days .. 0 0 0 0 0 0 0 4]
7 16 days to 90 days . 0 0 0 0 0 0 0 0
8 91 daysto | year 0 0 0 0 0 0 [4] L}
9 U.S. Treasury SCfuritics~Tulal .................... 224,463 229,637 228,889 229,101 230,978 230,468 227,455 231,383
10 Within ISdays'............. e 10,737 11,528 467 11,332 12,631 6,566 s 9,655
11 16 days to 90 days . 49,193 54,658 55,479 51,726 52,287 57,706 50,466 57,872
12 9l days to | year .. 68,820 67,951 70,443 70,543 70,560 69,228 76,167 68,356
13 Over | year to § years: 57,695 57,482 57,482 57,482 57,482 58,146 57,432 57,482
14 Over 5 years to 10 years. .. 11,617 11,617 11,617 1,617 11,617 12,576 11,617 11,617
15 Overtlyears ......... ..., 26,402 26,402 26,402 26,402 26,402 26,252 26,402 26,402
16 Federal agency obligations—Total .. 6,446 7,148 7,499 6,446 6,446 6,446 6,446 6,446
17 Within 15 days'............... 266 702 1,063 195 225 160 266 223
18 16 days to 90 days . 564 844 864 679 672 678 564 672
19 9l daystolyear..... 1,416 1,402 1,418 1,418 1,406 1,441 1,416 1,406
20 Over | year to § years. .. 2,895 2,895 2,849 2,849 2,846 2,892 2,895 2,846
21 Over 5 years to 10 years. 1,117 1,117 1,117 L1117 1,109 1,087 1,117 1,109
22 Over 10 years .. ...t 188 188 188 188 188 188 188 188

1. Holdings under repurchase agreements are classified as maturing within 15
days in accordance with maximum maturity of the agreements.

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

Billions of dollars, averages of daily figures

1989 1990
Item 1986 1987 1988 1989
Dec. Dec. Dec. Dec.
Nov. | Dec. Jan. Feb. Mar. Apr. May | June
ADIUSTED FOR Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS®

1 TotR) TeBRIVESE . .\ .\t eee ettt 58.02 | $8.59 | 60.59 | 60.03 | 59.65| 60.03 | 59.90 | 60.22 | 60.30 ] 60.28 | 59.78 | 59.73

2 Nonborrowed reserves®.................. e 57.20 | s57.82| 5888 | 5977 | 59301 59.77) 5946 S8.77) S8.17) 58.65] 58.45) S58.85

3 Nonborrowed reserves plus extended credit’. .......... 57.50 | 5830 60.12 | 59.79 | 5932 59.79 | 59.48 | 59.30 [ 60.12 | 60.05| 59.32  59.20

4 Required TESEIYES. ..ottt 56.65 ] 57.551 59.55 | 59.11 | 5870 | S9.11 | S8.88 | 59.23 | 59.44 | 59,38 [ 58.82 ] 58.96

5 Monetary base®. . ... 241.43 | 258.06 | 275.24 | 284.95 | 283.22 | 284.95 | 287.51 | 289.71 | 291.82 | 293.54  294.40 | 296.27

Not seasonally adjusted

6 Total reserves’ . ... .cc.oovniiiiiii e, 59.46 } 60.07 | 6222 61.67 ) 5987 | 61.67 | 61.58 1 59.20 | 59.23{ 61.05{ 58.74 ( 59.61

7 Nonborrowed reserves .................. e 58.64 | 59.30| 60.50 | 61.40 | 5952 | 6140 61.14 | 5775 57.11 | 59.42 | 57411 58.73

8 Nonborrowed resgrves plus extended credit’. .......... 58941 5978 61.75| 61.42] 59.54 | 6142 | 61.17| 58.29 | 59.06 | 60.82 | 58.28 | 59.07

9 Required TESEIYES” (L ivniir e bt S8.09 | 59.03) 6117 | 60.75} 5892 60.75| 60.56 | 5821} 5837 60.1 57.78 | 58.84

10 Monetary base”. ... ... i 245.17 | 262.00 | 279.54 | 289.45 | 284.11 | 289.45 { 288.67 | 286.50 { 288.86 | 293.35 | 293.52 |297.37

NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'®

11 Total reserves’ ... ... ...ttt 59.56 | 62.14 | 63.75 | 62.81 | 60.99 | 62.81 | 6293 60.62| 60.66 ) 62.51 | 60.23 | 61.20
12 Nonborrowed reserves .................. groreeeens 5873 | 61.36 | 62.03 | 62.54 | 60.64 [ 6254 | 62.49 | 59.17 | 58.53 | 60.88 | 58.90 | 60.32
13 Nonborrowed reserves plus extended credit 5904 1 6185 63.27 1 6256 60.66 { 6256 ( 62.52( 5971 ( 60.49( 62.29( 59.77 { 60.66
14 Required reseryes . R . R 60,04 { 61891 61911 5963 S9.80 ] 61.62 | 5927 | 60.42
15 Monetary base R . 287.19 | 292.55 | 292.13 ] 290.02 | 292.38 | 296.87 | 297.03 | 300.98
16 Excess reserves . .92 95 .9 1.02 R .86 .90 . N
17 Borrowings from the Federal Reserve................. .83 8 172 27 35 27 . 1.45 2.12 1.63 1.33 .88

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

2. Figures reflect adjustments for discontinuities or *‘breaks’" associated with
regulatory changes to reserve requirements.

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

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

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

6. The seasonally adjusted, break-adj y base consists of season-
ally adjusted, break-adgusted total reserves (line 1), rlus the seasonally adjusted
currency component of the money stock, plus (for all quarterly reporters on the
‘‘Report of Transaction Accounts, Other Deposits and Vault Cash’" and for all
those weekly reporters whose vault cash exceeds their required reserves,) the
seasonally adjusted, break-adjusted difference between current vault cash and the
amount applied to satisfy current reserve requirements,

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

ted "

8. To adjust required reserves for discontinuitics because of regulatory changes
in reserve requirements, a multiplicative procedure is used to estimate what
required reserves would have been in past periods had current reserve require-
ments been in effect. Break-adjusted required reserves includes required reserves
against transactions derosits and nonpersonal time and savings deposits (but not
reservable nondeposit liabilities).

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

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

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

12, The monetary base, not break-adjusted and not seasonally adjusted,
consists of total reserves {line 11), plus required clearing balances and adjust-
ments to compensate for float at Federal Reserve Banks, plus the currency
component of the money stock, plus (for all quarterly reporters on the *‘Report of
Transaction Accounts, Other Deposits and Vault Cash’’ and for all those weekly
reporters whose vault cash exceeds their required reserves) the difference
between current vault cash and the amount applied to satisfy current reserve
requirements. After the introduction of CRR, currency and vault cash figures are
measured over the computation periods ending on Mondays,

13. Unadjusted total reserves (line 11) less unadjusted required reserves (tine 14),
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES!
Billions of dollars, averages of daily figures

1990
Item? 1986 1987 1988 1989
Dec. Dec. Dec. Dec.
Mar. Apr. May June
Seasonally adjusted
724.7 750.4 787.5 794.8 804.8 807.4 805.5 809.6
2,814.2 2,913.2 3,072.4 3,221.0 3,266.2 3,271.8 3,264.6 3,269.9
3,494.5 3,678.7 3,918.4 4,042.0 4,061.5 4,065.1 4,055.7 4,055.0
4,135.5 4,338.9 4,676.0 4,879.2 4,908.3 4,917.9 4,889.3 n.a
7,588.3 8,307.5 9,062.0 9,777.6 9,953.0 10,005.3 10,057.4 n.a
M} comp?nenls
6 CUITENCY . 1 vty e e eieenaaiaeaereaeererinenes 180.6 196.7 211.8 221.9 228.4 230.1 231.6 233.4
7 Travelers chccks 6.5 7.6 7.5 7.4 7.6 7.6 7.7 7.7
8 Demand deposits®. ... ... 302.1 287.0 287.0 219.7 279.3 277.8 274.6 274.5
9 Other checkable deposits® 235.5 259.7 2813 285.7 289.5 2918 291.6 294.0
Nontrqnsacuons components
10 I M2 2,089.6 2,162.8 2,284.9 2,426.2 2,461.4 2,464.5 2,459.1 2,460.3
11 In M3 oniy? 680.3 765.5 845.9 821.0 795.3 793.2 791.2 785.1
Time and Savings accounts
Commercial banks
12 Savings deposits ...........oieiiiiiiiiiiiiiiiaes 155.8 178.3 192.0 188.5 193.4 193.8 193.5 195.0
13 Money market dep%sn accounts . 377.7 356.4 350.2 351.5 359.1 362.3 365.4 368.3
t4  Small time deposits it 366.3 388.1 447.5 528.6 537.2 541.4 550.8 559.4
15 Large time deposits'™ .. 289.8 326.9 368.2 401.5 396.3 394.6 396.4 396.9
Thrift institutions
16 Savings deposits ................... e 214.3 236.6 235.9 220.5 221.2 222.0 221.6 220.9
17 Money market depqsit accounts . 193.3 167.4 150.1 132.2 135.8 136.6 134.7 133.1
18 Small time deposits) ............ 489.9 529.7 583.5 613.7 606.6 602.7 594.4 584.0
19 Large time deposits™.......... 150.0 161.9 1729 156.8 1473 143.0 138.2 134.8
Money market mutual funds
20 General purpose and broker-dealer.................... 208.7 222.0 240.9 3124 325.0 324.8 319.4 321.0
20 INStBEON-ONLY « .ot e v e ainanennanaenanneniennes 83.8 89.0 87.1 102.3 105.4 106.8 107.3 107.3
Debt components
22 Federal debt. ..........cevuuvirieeeernniririiiinnne. 1,805.8 1,957.4 2,113.5 2,265.7 2,325.9 2,340.9 2,353.7 n.a
23 Nonfederal debt .........covviiiiieeriniennnninnen 5,782.5 6,350.1 6,948.5 7,511.9 7,627.1 7,664.4 7,703.7 n.a
Not seasonally adjusted
24 Ml.......... 740.5 766.4 804.5 812.1 795.7 817.3 796.6 810.2
25 M2....... 2,826.5 2,925.6 3,085.2 3,233.9 3,261.0 3,283.1 3,249.6 3,267.1
26 M3....... 3,508.8 3,692.7 3,932.5 4,056.0 4,060.2 4,071.8 4,040.1 4,048.7
27TL. 4,151.5 4,355.2 4,692.7 4,896.9 4,906.2 4,921.3 4,876.9 n.a.
28 Debt. . 7,572.0 8,289.0 9,047.3 9,762.2 9,914.3 9,966.3 10,015.6 n.a.
M1 components
29 Currency’...... 5 183.0 199.3 214.8 225.3 227.0 229.5 231.7 234.7
30 Travelers checks®. . 6.0 6.5 6.9 6.9 7.3 7.3 7.5 8.1
31 Demand deposit: tsS. .. A .. 314.0 298.6 298.9 291.6 271.6 279.8 268.6 274.9
32 Other checkable deposits® ......................... 237.5 262.0 283.8 288.4 289.7 300.8 288.8 292.4
33 InopaTrsactions con OO U TI U 2,086.0 | 2,159.2 | 22808 | 24218 | 2,465.3 2,465.7 24531 | 2,459
34 InM3oniy® . ..o 682.3 767.0 847.3 §22.2 799.2 788.7 790.5 781.6
Time and Savings accounts
Commercial banks
35 Savingsdeposits ... 154.4 176.9 190.6 187.2 193.2 194.3 194.1 196.2
36 Money market deposit accounts . 379.8 359.0 353.2 355.0 360.8 362.5 361.1 365.9
37 Small time depositsT oo 366.1 387.3 446.0 526.4 538.3 541.7 549.8 560.5
38 Large time deposits™ 'L 289.2 325.8 366.9 399.8 399.2 394.6 396.8 396.4
Thrift institutions
39 Savings deposits ... 212.7 234.9 234.2 219.0 2209 222.4 219 222.4
40  Money market dep«;su accounts , 192.9 167.5 150.6 132.8 136.1 135.9 133.8 132.5
41 Small time deposits’ .. ............ 489.8 529.1 582.4 612.3 605.9 602.4 592.7 583.1
42 Large time deposits". ... 150.7 162.9 174.2 158.3 146.4 141.6 137.4 133.5
Money market mutual funds
43 General purpose and broker-dealer.................... 208.0 2215 240.5 312.2 329.5 328.4 318.7 318.9
44 Institution-only .................. . . 84.4 89.6 87.6 102.9 106.8 105.8 106.7 106.1
Repurchase agreements and Eurodollars
45 Qvernight 82.3 83.2 83.3 76.8 80.7 78.1 81,1 77.3
N n.a. 197.1 227.7 176.3 159.7 158.7 161.0 159.1
Debt components
47 Federaldebt ...........c.coovviiiiiiiiiin 1,803.9 1,955.6 2,111.8 2,264.1 2,317.3 2,329.1 2,337.8 n.a.
48 Nonfederal debt ..............cooiiiiiiiii i 5,768.1 6,333.4 6,935.5 7,498.1 7,597.0 7,637.2 7,671.9 n.a.

For notes see following page.
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NOTES TO TABLE 1.21

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

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

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

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

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of $100,000 or more) issued by all depository institutions, term Eurodol-
fars 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 mutuat funds. Excludes amounts
held by depository institutions, the U.S. government, money market funds, and
foreign banks and official institutions. Also subtracted is the estimated amount of
oveénigh! RPs and Eurodollars held by institution-only money market mutual
funds,

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

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

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

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

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

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

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

8. Sum of large time deposits, term RPs, and term Burodollars of U.S.
residents, money market fund balances (institution-only), less a consolidated
adjustment that represents the estimated amount of overnight RPs and Eurodol-
lars held by institution-only money market funds.

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

eposits.

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

11. Large-denomination time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.
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1.22 BANK DEBITS AND DEPOSIT TURNOVER!
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.
1989 1990
Bank group, or type of customer 1987 1988 1989
Nov Dec. Jan. Feb. Mar. Apr.
DEgnrs To Seasonally adjusted

Demand deposits®
I Allinsured banks...................... 217,116.2 | 226,888.4 | 272,793.1 296,768.7 | 280,074.4 | 286,425.2 | 299,450.2 | 285,111.5 | 274,403.6
2 Major New York City bank: . 104,496.3 107,547.3 121,894.2" | 130,440.2 131,681.3 123,744.6 132,031.4 132,470.3 124,988.2
3 Other banks. ... .. FRERES 112,619.8 | 119,341.2 | 150,898.9 | 166,328.5 | 148,393.1 | 162,680.5 | 167,418.8 | 152,641.2 | 1494154
4 ATS-NOW accopnts™ . . . 2,402.7 2,757.7 3,501.8 3,855.2 3,727.5 3,910.4 4,115.7 4,075.7 3,993.3
5 Savings deposits” . ... ..o 526.5 579.2" 636.6 610.3 615.8 609.2 587.3 617.6 583.1

DepOSIT TURNOVER

Demand deposits’®
6 Allinsured banks.......... ... .. 612.1 641.2 781.0 855.7 797.7 820.0 851.4 813.3 780.8
7 Major New York City bank . 2,670.6 2,903.5 3,401.6 3,499.8 3,578.1 34224 3,677.3 3,760.2 3,551.5
8  Other banks...... FRETES 357.0 376.8 481.5 537.3 472.1 519.5 530.1 484.0 472.5
9 ATS-NOW accopnts’ . 13.8 14.7 18.3 19.7 18.9 19.8 20.6 20.2 19.7
10 Savings deposits®........... ... o 3.1 3.1 3.5 3.3 33 33 3.1 3.2 3.0

DEBRITS TO Not seasonally adjusted

Demand deposits’
11 Al insured banks...................... 217,125.1 227,010.7 | 271,957.3 285,372.8 283,603.3 303,668.0 | 270,852.7 291,868.6 | 276,077.5
12 Major New York City banks . 104,518.8 107,565.0 | 122,241.8 129,905.5 129,690.0 131,796.0 119,305.2 137,029.5 125,750.6
13 Other banks...... FRRREE 112,606.2 1194457 | 1497155 155,467.3 153,913.3 171,872.0 151,547.5 (54,839.2 150,326.9
14 ATS—N?W accounts ,404.8 2,754.7 3,496.5 3,611.5 3,904.0 4,263.7 3,721.3 4,030.4 4,285.8
15 MMDA®....... JERES 1,954.2 2,430.1 2,790.6 2,569.1 2,880.5 3,075.9 2,551.2 2,714.9 2,848.4
16 Savings deposits” .. 526.8 578.0 555.9 630.1 629.3 518.7 594.2 646.8

DEePoSIT TURNOVER

Demand deposits’®
17 Allinsured banks...................... 612.3 641.7 . 815.6 769.3 847.9 7918 850.4 784.4
18  Major New York City banks . 2,674.9 2,901.4 3,415.4 3,548.5 3,250.4 3,433.3 31,3149 3,836.2 3,564.6
19 Other banks...... FRERES 356.9 377.1 496.3 468.1 537.5 495.2 503.6 474.7
20 ATS—NQW accounts’ 13.8 14.7 18.5 19.5 21.1 18.7 20.0 20.5
21 MMDA®. .. .. .. g .. 53 6.9 7.4 8.2 8.7 7.2 7.6 7.9
22 Savings deposits’ . ... 31 3.1 3.8 3.4 34 2.8 3.1 34

1. Historical tables containing revised data for earlier periods may be obtained
from the Monetary and Reserves Projections Section, Division of Monetary
Aff:;irs, Board of Governors of the Federal Reserve System, Washington, D.C.
20551,

These data also appear on the Board’s (5.6 (406) release. For address, see inside
front cover.

2. Annual averages of monthly figures.

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

of states and political subdivisions.

4. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data are
available beginning December 1978.

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

6. Money market deposit accounts.
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1.23 LOANS AND SECURITIES All Commercial Banks'
Billions of dollars; averages of Wednesday figures

1989 1990
Category
July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May" June
Seasonally adjusted
1 Total loans and securities’...... .. 2,512.4 | 2,527.4 | 2,538.9 | 2,563.3 | 2,579.0 | 2,582.6 | 2,585.8 | 2,603.8 | 2,623.8 | 2,635.0 | 2,644.1 | 2,662.0

375.5 378.1 389.9 354.8 3944 402.4 412.2 418.9 422.7 427.9 438.8

2 U.S. government securities
183.8 183.1 180.9 179.3 180.3 180.2 180.1 180.2 180.8 179.2 178.5

3 Other securities. ..........

4 Total loans and leases? ... ... . . 1,968.2 1,977.7 | 1,992.5 | 2,004.9 | 2,007.9 | 2,003.2 | 2,011.6 | 2,024.7 | 2,031.6 2,037.0 | 2,044.7
5 Commercial and industrial ., ... 631.8 636.1 637.7 641.9 645.9 642.9 639.0 637.9 642.8 648.2 647.9 651.2
6 Bankers acceptances held”. .. 7.9 8.1 8.4 8.8 8.1 7.6 7.4 8.0 8.3 8.4 8.4 8.7
7 Other commercial and
industrial .. ............. 623.9 628.0 629.3 633.2 637.8 635.3 631.6 629.8 634.5 639.8 639.5 642.5
8 U.S. addressees®. . .. . 619.8 624.3 625.4 628.9 632.7 629.8 623.9 623.9 628.2 633.7 634.8 637.4
9 Non-U.S. addressees® . 4.0 3.7 39 42 5.1 5.5 7.7 5.9 6.3 6.1 47 5.)
10 Real estate 720.1 7277 735.8 742.6 749.2 756.4 759.6 768.1 774.4 779.4 787.5 793.7
1l Individual.............. 365.8 367.5 370.3 372.6 374.6 375.9 3779 378.9 379.2 377.8 379.2 3779
12 Security ........ooiiiiiiiins 40.1 39.0 9.7 41,2 41.5 39.6 40.1" 41.1 38.3" 37.0° 35.7 36.1
13 Nonbenk financial
institutions ............... 3t.3 315 31.8 33.27 33.7 27 32.3 33.0 34,27 34.3" 338 33.6
14 Agricultural .................. 30.0 29.9 29.6 296 29.9 303 30.9 31.0 3.2 31.4" 312 320
15 State and political
subdivisions 42.5 42.2 417 41.3 40.8 40.1 38.6 38.9 38.4 38.2 37.9 37.4
16  Foreign banks .. .. .. 7.9 8.1 7.5 8.5 8.0 8.6 7.9 7.8 8.4 9.0 8.8 7.5
17 Foreign official institu! on 4.3 4.1 4.2 39 3.6 3.6 3.2 3.1 3.0 32 12 31
18 Lease financing receivables 30.7 310 313 31.7 31.6 314 316 31.6 31.8 31.6 31.8 31.5
19  Allotherloans................ 47.7 51.0 48.0 46.0/ 46.0" 46.4° 2.1 40.2 29 41.6" 40.0 40,7
Not seasonally adjusted
20 Total loans and securities®........ . 2,521.1 2,537.5 | 2,563.6 | 2,581.0 | 2,590.6 | 2,591.5 2,606.2 | 2,618.1 | 2,635.3 2,643.7 | 2,662.0

376.1 377.2 387.3 394.9 395.6 404.1 416.7 420.4 422.5 427.0 435.8

21 U.S. government securities
183.8 1833 181.8 180.5 181.2 180.7 179.9 179.8 180.2 178.6 177.7

22 Other securities. .....,......

23 Total loans and leases® . ......... X 1,961.2 { 1,977.0 | 1,994.5 | 2,005.6 | 2,013.8 | 2,006.7 | 2,009.5 | 2,017.9 | 2,032.6 | 2,038.2 | 2,048.5
24 Commercial and industrial ., ... 631.9 633.4 633.7 639.3 643.1 642.8 637.5 638.5 644.5 652.5 652.1 653.6
25 Bankers acceptances held} .. 7.6 8.1 8.4 8.9 82 17 7.5 8.1 8.2 8.2 8.3 8.6
26 Other commercial and
industrial............... 624.3 625.3 625.3 630.4 634.9 635.1 630.0 630.4 636.3 644.3 643.8 645.0

27 U.S. addressees®. . . FREREERE 618.6 619.8 619.8 624.7 629.4 629.8 625.0 625.6 631.5 639.5 639.0 6404
28 Non-U.S. addressees” .. ..... 5.7 5.5 5.5 5.6 5.5 5.3 5.0 4.9 4.8 4.8 4.8 4.6
29 Realestate................... 720.7 729.2 737.8 743.9 750.9 757.1 759.7 765.5 7717 777.5 786.4 793.6
30 Individval.................... 364.3 367.7 372.1 373.7 376.0 380.3 381.5 378.1 376.0 375.0 376.7 376.1
31 Security .....oiiiiiiiiiien 40.2 384 388 40.1 40.3 38.6 38.¥ 40.5 39.2" 39.5 36.3 38.3
32 Nonbank financial

institutions 314 31.3 314 32.8 40 33.8 33.0 32.6 33.4 34.2 33.8 34.0
33 Agricultural .. .. 30.7 30.7 30.5 30.4 30.2 30.2 30.3 30.1 301 30.4 309 2.4
34  State and politi

subdivisions 42.1 41.9 41.6 41.2 40.6 39.7 39.5 39.3 38.6 38.2 378 37.2
35  Foreign banks . ... .. 8.0 8.1 7.8 8.8 8.1 84 8.0 7.7 79 8.5 8.8 7.7
36 Foreign official institutions . 43 4.1 42 3.9 3.6 3.6 3.2 3.1 3.0 3.2 32 31
37 Lease financing receivables .. 304 30.9 31.2 31.6 31.6 315 32.0 31.8 31.7 31.7 31.8 31.5
38 Allotherloans................ 46.2 45.6 47.8 48.7" 9.1 41.7 43.6" 42.3" 41.8" 2.1 40.6 41.1

1. Data have been revised because of benchmarking and seasonal adjustment 2. Excludes loans to commercial banks in the United States.

revisions beginning January 1973, These data also appear in the Board's G.7 (407) 3. Includes nonfinancial commercial paper held.

release. For address, see inside front cover. 4. United States includes the 50 states and the District of Columbia,
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!
Monthly averages, billions of dollars
1989 1990
Source
July Aug Sept. Oc‘t. Nov Dec. Jan Feb. Mar Apr. May June
Seasonally adjusted
1 Total nondeposit funds® ..................... 238.8 | 2386 | 246.2 | 253.5 255.1 255.5 256.2 | 265.4 | 268.8 266.1 | 266.2 264.3
2 Net balances due to related foreign offices’ . ... 11.4 9.7 11.1 10.2 8.6 7.4 10.9 14.6 17.2 16.5 24.3 14.7
3 Borrowings from other than commercial banks
in United States® ....................... 227.4 | 2289 | 235.0 [ 2433 246.4 | 248.1 2453 2508 | 251.6 | 249.5 | 2419 249.6
4  Domestically chartered banks . 182.8 183.9 189.1 195.3 196.9 198.6 194.7 198.9 195.7 190.9 185.0 194.6
5 Foreign-refated banks ..................... 4.6 44.9 46.0 48.0 49.6 49.5 50.7 51.9 56.0 58.7 56.9 55.0
Not seasonally m([u.rtesl
6 Total nondeposit funds” ................ .| 2344 238.1 242.8 248.8 254.0 249.0 252.8 268.6 274.6 268.8 | 274.7 269.0
7 Net balances due to related foreign offices’ . ... 9.2 10.1 11.7 9.6 9.7 9.7 10.5 14.2 16.0 14.3 26.2 154
8 Domestically chartered banks .............. —164 | —-155 | —-143 | 150 ( —-155 | —-19.2 | ~145 | —1.1 § —-11.5 | —-10.7 -1.5 —-6.3
9  Foreign-related banks ..................... 25.6 25.6 26.0 24.6 25.2 28.9 25.0 253 27.6 24.9 27.6 21.7
10 Borrowings from olh‘er than commercial banks
in United States® ....................... 225.2 | 228.0 | 231.1 239.1 2443 | 2393 | 2423 254.3 258.6 | 254.6 | 248.5 253.6
1t Domestically chartered banks .............. 180.2 183.5 186.1 192.3 197.1 192.2 190.7 2008 | 201.4 194.9 | 190.7 196.3
12 Federal funds an security RP
bgrrowings ........................ 177.2 180.5 183.1 189.3 194.6 189.7 188.1 197.1 197.0 191.2 | 187.3 193.1
13 Other®............... 3.1 3.0 3.0 3.0 2.4 2.5 2.7 37 4.5 3.7 34 3.2
14 Foreign-related banks® ...... 45.0 4.5 45.0 46.8 47.2 47.1 51.5 53.5 57.2 59.7 57.8 57.4
MEeMo
Gross large time deposits’
15  Seasonally adjusted . ...................... 463.4 [ 462.0 [ 460.0 | 461.4 | 4640 | 464.3 | 4627 | 460.6 | 457.3 | 4551 | 454.6 452.5
16  Not seasonally adjusted ................... 461.1 462.6 | 461.5 | 462.6 | 464.4 | 462.7 | 460.4 | 4603 | 460.1 455.1 | 4551 452.0
u.s. Treaiury demand balances at commercial
banks
17 Seasonally adjusted ....................... 2.4 22.3 22.8 21.5 204 21.1 20.2 17.8 19.2 21.2 18.6 20.5
18 Not seasonally adjusted ................... 23.0 15.8 24.9 20.6 14.7 19.6 23.2 22.0 16.7 20,0 25.2 21.0

1, Data have been revised because of benchmarking and seasonal adjustment
revisions beginning January 1973. Commercial banks are those in the 50 states and
the District of Columbia with national or state charters plus agencies and branches
of foreign banks, New York investment companies majority owned by foreign
ganks, and Edge Act corporations owned by domestically chartered and foreign

anks.

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

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

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

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

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

6. Figures are partly daily averages and partly averages of Wednesday data.
d ?]. "l‘;ime deposits in denominations of $100,000 or more. Estimated averages of

aily data.

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

Biltions of dollars

1989 1990
Account
Aug. Sept. Oct. Nov. Dec Jan Feb. Mar Apr. May June
ALt COMMERCIAL BANKING
INSTITUTIONS?
I Loans and securities .................. 2,694.2 | 2,700.5 | 2,734.8 | 2,771.2 | 2,779.0 | 2,789.0 | 2,797.6 | 2,806.9 | 2,823.6 { 2,831.1 { 2,852.8
2 Investment securities. ... .. 542.8 541.4 544.7 548.3 549.0 561.2 568.0 573.5 578.6 586.9 589.1
3 U.S. government securities 364.7 365.1 370.0 374.4 374.1 387.5 395.3 401.8 408.2 416.6 420.9
4 Other.........covvivunn 178.1 176.3 174.7 173.9 174.9 173.8 172.7 171.7 170.5 170.2 168.2
5  Trading account assets 18.7 18.3 26.6 27.6 23.4 319 304 26.0 239 213 23.7
6 Totalloans........... 2,132.7 | 2,140.8 | 2,163.6 | 2,195.3 | 2,206.5 | 2,195.8 | 2,199.2 | 2,207.4 | 2,221.1 | 2,222.9 | 2,240.0
7 Interbank loans......... 170.4 165.4 171.8 187.6 190.5 189.0 187.3 189.7 187.7 186.0 191.7
8 Loans excluding interbank . 1,962.3 | 1,975.3 1,991.8 | 2,007.7 | 2,016.0 | 2,006.8 | 2,011.9 | 2,017.7 | 2,033.4 | 2,036.9 | 2,048.3
9 Commercial and industrial 632.4 632.1 638.9 643.0 644.3 636.4 640.6 643.8 652.2 650.2 653.5
10 Realestate.............. 732.6 739.6 745.0 753.6 758.3 761.3 767.2 774.3 779.5 789.7 795.1
11 Individual. .. . 369.6 373.8 3743 376.8 382.4 381.4 378.0 374.7 376.4 377.0 377.3
12 Allother................... ... 227.8 229.9 233.6 234.2 23t.1 227.6 226.2 224.9 225.3 220.1 222.4
13 Total cash assets.............oooonu.. 210.6 218.5 212.0 234.2 258.0 222.0 228.5 217.0 216.6 244.7 227.5
14  Reserves with Federal Reserve Banks. 28.8 31.8 28.5 38.7 42.8 24.5 29.3 31.8 31.3 27.5 31.8
15 Cashinvault....................... 28.4 27.9 27.8 30.7 315 28.0 27.9 27.8 28.6 29.9 28.9
16  Cash items in process of collection ... 77.5 82.6 71.5 842 98.9 89.8 91.5 80.0 80.1 100.7 86.2
17 Demand balances at U.S. deposnory
institutions . .. 29.1 28.5 28.3 28.5 32.1 29.6 310 27.5 26.5 322 217
18  Other cash d:sets .. 46.9 47.6 49.9 52.2 527 50.1 48.9 49.8 50.1 54.4 52.9
19 Otherassets.............oooien.ns 209.8 2141 210.3 2071 212.7 2193 214.0 209.9 206.9 202.7 2123
20 Total assets/total labilities and capital. ... | 3,114.6 3,133.1 3,157.2 3,212.5 3,249.6 3,230.3 3,240.1 3,233.7 3,247.0 3,278.5 3,292.5
21 Deposits . ..ot 2,169.0 2,177.0 2,196.0 2,223.2 2,267.6 2,243.3 2,257.8 2,246.6 2,252.3 2,288.1 2,273.9
22 Transaction deposits . 581.4 586.5 585.8 600.4 641.5 611.3 615.9 593.9 600.5 617.7 598.5
23 Savings deposits . 516.9 518.6 525.6 535.6 538.2 540.5 545.8 5511 548.1 553.7 §55.4
24  Time deposits . .. 1,070.7 1,072.0 1,084.6 1,087.2 1,087.8 1,091.5 1,096.1 1,101.6 1,103.8 1,116.6 1,120.0
25 Borrowings. . 507.6 519.8 529.7 546.0 534.3 556.1 546.0 548.3 562.8 543.1 570.5
26 Other liabilities 227.4 226.0 225.2 236.0 239.8 2238 227.4 228.1 220.0 2353 234.3
27 Residual (assets Tess li 210.6 210.3 206.3 207.4 208.0 207.1 208.9 210.7 211.9 2120 2139
MemMo
28 U.S. government securities (including
trading account) . ................. 376.9 3712 389.6 394.8 390.7 412.6 418.6 419.5 423.4 429.7 434.7
29 Other securities (including trading
ACCOUNML) ..ot 184.6 182.5 181.7 181.1 181.8 180.6 179.7 180.0 179.1 178.4 178.0
DOMESTICALLY CHARTERED
COMMERCIAL BANKS?
30 Loans and securities . .. 2,467.5 2.477.6 2,511.0 2,531.2 2,540.4 2,552.7 2,559.7 2,562.4 2,573.1 2,576.6 2,594.2
31  Investment securities 519.9 519.1 521.3 522.6 523.3 534.2 540.6 544.6 548.2 554.2 554.2
32 U.S. government securities 354.4 3554 359.4 362.6 363.3 374.7 382.1 387.4 393.7 399.7 402.2
3 Other..........ooiivinins 165.5 163.7 1619 160.0 160.1 159.5 158.5 157.2 154.5 154.6 152.0
34 Trading account assets .. 18.7 18.3 26.6 27.6 23.4 31.9 30.4 26.0 23.9 21.3 23.7
35 Totalloans............. 1,928.8 1,940.2 1,963.2 1,981.0 1,993.7 1,986.5 1,988.7 1,991.7 2,001.0 2,001.0 2,016.3
36 Interbank loans........... 132.3 130.7 140.7 148.4 152.8 151.4 149.8 148.6 149.4 145.2 153.3
37 Loans excluding interbank . .. 1,796.5 1,809.5 1,822.5 1,832.5 1,840.9 1,835.1 1,838.9 1,843.1 1,851.6 1,855.9 1,863.0
38 Commercial and industrial . 512.4 511.3 515.7 516.9 516.9 513.4 517.7 518.9 523.3 519.6 519.5
39 Realestate ............. 706.2 713.0 718.0 725.0 729.7 731.6 736.5 743.1 746.7 756.7 761.2
40 Individual . .. 369.6 373.8 3743 376.8 382.4 381.4 378.0 374.7 376.4 377.0 377.3
41 All other . . 208.3 21t.4 214.4 213.9 211.9 208.7 206.8 206.4 205.2 202.6 205.0
42 Total cash assets. . .................... 188.9 194.9 188.7 206.7 231.7 198.2 203.1 191.1 191.5 214.7 198.9
43 Reserves with Federal Reserve Banks. 27.0 29.5 26.7 37.9 41.7 2.7 21.5 29.8 29.8 26.6 30.8
44 Cashinvault....................... 28.4 279 27.8 30.6 31.5 28.0 27.8 27.8 28.5 29.9 28.9
45  Cash items in process of collection ... 76.6 81.3 76.3 82.3 97.5 88.3 90.2 78.5 78.7 99.2 84.2
46  Demand balances at U.S. depository
institutions .......... . 27.4 26.8 26.4 26.6 30.2 27.7 28.9 25.9 248 30.3 26.0
47 Othercashassets ................... 29.5 29.3 31.6 293 308 31.4 28.6 29.1 29.6 28.7 28.9
48 Otherassets...............oovviirunons 136.2 140.1 131.0 137.1 140.9 143.2 139.6 136.4 135.0 137.5 141.9
49 Total assets/liabilities and capital ... ... .. 2,792.6 2,812.5 2,830.8 2,875.0 2,913.0 2,894.0 2,902.4 2,889.9 2,899.5 2,928.8 2,935.0
50 Deposits .. ..o i 2,088.9 2,095.8 2,113.8 2,140.8 2,184.3 2,160.7 2,175.6 2,165.0 2,170.0 2,205.9 2,191.5
5t Transaction deposits . 572.6 576.6 576.1 590.5 631.3 600.8 605.7 584.2 590.8 607.8 588.2
52 Savings deposits .. ... 514.3 515.8 523.0 532.8 5354 537.7 542.9 548.2 545.1 550.8 552.5
53 Time deposits . .. 1,002.0 1,003.4 1,014.7 1,017.5 1,017.7 1,022.2 1,027.0 1,032.6 1,034.1 1,047.3 1,050.9
54 Borrowings. ... .. 376.7 392.4 395.1 406.8 400.6 407.3 397.3 395.9 402.8 389.1 408.5
55 Other liabilities . .. 120.0 1t7.5 119.2 123.6 123.7 122.5 124.2 122.0 118.4 125.4 124.7
56 Residual (assets less llabllltles) ......... 207.0 206.7 202.7 203.7 204.4 203.4 205.3 2071 208.3 208.4 210.3
MEeMo
57 Real estate loans, revolving .. 46.8 47.6 48.0 48.6 493 50.4 50.8 51.2 52.4 533 54.3
58 Real estate loans, other... ... 659.4 665.4 670.1 676.4 680.4 681.1 685.7 691.9 694.3 703.4 706.9

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

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

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

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

3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.
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1.26 ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS'
Millions of dollars, Wednesday figures
1990
Account
May 2" May & May 16 { May 23 May 30 June 6 June 13 | June 20 | June 27
1 Cash and balances due from depository institutions ... .. 116,576 103,220 14,4317 104,176" 123,112" 112,508 114,579 111,026 113,139
2 Total loans, leases, and securities, net ... . ............ 1,300,839 | 1,284,253 | 1,287,516 | 1,284,059 | 1,287,529 | 1,293,426 | 1,297,320 | 1,305,049 | 1,297,626
3 U.S. Treasury and government agency ................. 172,591 170,790 172,4607 | 174,469 173,32t 178,435 177,574 179,074 174,359
4  Tradingaccount .................. 14,973 13,211 15,339 14,4827 13.060" 17,576 16,534 17,490 13,861
5 Investment account ... 157,618 157,579 1571217 159,987 160,261" 160,859 161,040 161,584 160,498
6  Mortgage-backed securities® ......... .. ... 76,614 76,736 76,300" 79,674" 79,936 80,160 80,245 80,993 79,315
All other maturing in
7 Oneyearorless .......c.ooooiiuiiieininin... 24,569 24,453 24,061" 23,467 23,166" 22,997 22,948 22,873 22,876
8 Over one through five years 34,390 34,380 34,617" 34,729" 34,803 35,211 35,226 35,091 35,596
9 Over five years . 22,045 22,010 22,1437 22,18 22,356 22,490 22,622 22,626 22,710
10 Other securities ... .. 62,946 62,915 63,1017 62,881" 62,804 62,622 62,327 62,459 62,792
1l Trading account .. .. 847 890 807" 809" 787" 781 864 942 1,474
12 Investment account . 62,098 62,025 62,294" 62,071" 62,017 61,840 61,463 61,517 61,318
13 States and political subdnvmom by maturity 34,362 34,364 34,359 34,241 34,077 33,800 33,467 33,254 33,025
14 Onecyearorfess ......ooooveiiini o 3,922 3,873 3,914 3,939 3,945 3,919 3,953 3,801 3,709
15 Overone year ...........c.ovouo.nn. 30,439 30,492 30,446 30,302 30,132 29,881 29,514 29,453 29,316
16 Other bonds, corporate stocks, and securities .. 27,736 27,660 27,934" 27,830 27,939" 28,040 27,996 28,263 28,293
17 Other trading account assets ..............o.ovuion ot 8,115 8,353 7,545 7,014 7,468 8,435 8,663 8,613 8,346
18 Federal funds sold® ... .. ... ... .. .. 80,935 68,869 70,063 67,680 70,306 69,685 75,234 79,204 78,695
19 To commercial banks 57,21 49,367 48,974 48,555 51,496 48,632 53,566 57,645 59,645
20 To nonbank brokers and dealers in \ccurmes 17,359 13,974 15,577 14,066" 13,390 15,186 15,991 16,274 13,925
21 Toothers ..........cciiiiiiiiiiiian. 6,365 5,528 5,513" 5,059" 5,419 5,867 5,67 5,285 5,128
22 Other loans .lnd Ie‘lscs gros 1,017,768 | 1,014,974 11,016,078 | 1,013,754 [ 1,015,111 | 1,015,618 [ 1,014,822 [ 1,016,908 | 1,014,347
23 990,893 988,144 | 989,23t 986,750 988,142 989,007 988,261 990,346 987,745
24 327,041 326,369 325,343 323,504 322,750 323,224 322,283 323,404 322,067
25 1,558 1,584 1,555 1,582 1,604 1,777 1,679 1,672 1,664
26 325,482 324,784 323,788 321,922 321,147 321,447 320,604 321,732 320,403
27 323,976 323,407 322,268 320,528 319,774 320,134 319,247 320,404 319,144
28 Non-U.S. addressees 5 1,378 1,519 1,393 1,372 1,313 1,357 1,328 1,260
29 Real estate loans . .......... 367,336 368,368 369,139 371,036 371,681 372,697 373,664 374,243 373,547
30 Revolving, home equity . 29,030 29,100 29,283 29,413 29,594 29,700 29,839 30,005 30,126
31 Altother ......... 338,306 339,269 339,856 341,623 342,086 342,997 343,825 344,238 343,421
32 To individuals for per § 174,378 174,156 174,612 174,889 174,689 173,074 173,240 173,716 174,204
33 To depository and ﬁnancml institutions ... 53,624 52,011 52,656" 51,663 52,593 51,841 50,890 49,968 49,192
34 Commercial banks in the United States . .. 25.895 24,864 25,572 24,900 24,552 23,859 23,053 22,289 21,399
kM Banks in foreign countries .............. ... ..., 4,675 3,948 3972 4,278 5,220 4,313 4,439 3,874 L0
36 Nonbank depository and other financial institutions . . 23,054 23,199 23,1127 22,485 22,821" 23,668 23,399 23,806 23,696
37 For purchasing and carrying securities ............. 14,358 14,389 14,044 13,382 13,526 14,827 14,524 14,915 15,755
38 To finance agricultural production .. .. .. 5,763 5,750 5,812 5,863 5,875 5918 5,969 6,029 6,036
39 To states and political subdivisions ........... 23,911 23,886 23,812 23,748 23,716 23,675 23,549 23,463 23,233
40 To foreign governments and official institutions 1,412 1,538 1,614 1,472 1,495 1,440 1,601 1,455 1,373
4) Allother ...... ... o i 23,073 21,676 22,2007 21,1947 21,816 22,311 22,540 23,159 22,338
42 Lease financing rcccwablcs‘ 26,874 26,830 26,847 27,004 26,969 26,611 26,562 26,563 26,602
43 Less: Unearned income ... 4 4,529 4,535 4,544 4,571 4,552 4,565 4,572 4,571 4,585
44 Loan and lease reserve”. 36,986 37,114 37,186 37,168 36,927 36,804 36,729 36,638 36,328
45 Other loans and leases, net ... 976,252 973,325 974,348 972,015 973,632 974,249 973,521 975,700 973,434
46 All other assets ............. 131,740 131,416 129,5997 ] (28,5147 129,699 131,048 131,042 130,470 133,949
47 Total assets .............oviiiiiii e e 1,549,154 | 1,518,889 | 1,531,547 1,516,749 { 1,540,340 | 1,536,982 | 1,542,940 | 1,546,545 | 1,544,715
48 Demand deposits ... i 233,173 213,554 228,536 | 213,126"| 234,468 224,364 224,483 224,425 221,301
49 Individuals, partnerships, and corporations 183,329 172,3% [81,495" | 169,583"( 183,159" 179,025 181,882 177,207 174,223
50  States and political subdivisions ......... 7,278 5,566 6,127 5,737 6,133 5,967 5,467 6,744 6,280
st U.S. government . 2,766 1,638 3,689 3,157 1,472 2,870 2,187 6,383 3,562
52 Depository institutions in the United Stdtes 21,957 18,407 21,788 18,686" 23,849" 20,506 19,036 19,936 19,714
53 Banks in foreign countries ............ 6,446 5,924 6,146 6,089 7,385 5,840 5,952 5,207 6,170
54  Foreign governments and ofticial institutions 960 1,210 892 720 818 657 686 649 633
55  Certified and officers’ checks ............ 10,436 8,420 8,399 9,153 11,652 9,499 9,272 8,299 10,719
56 Transaction balances other than demand deposits 82,643 81,068 80,655 79,545 80,102 83,389 81,781 80,109 79,050
57 Nontransaction balances ...................... 732,084 734,506 | 736,075 | 74046871 741,203 744,820 745,471 742,467 742,044
58  Individuals, partnerships, and corporations 693,116 | 695,274 | 697,228"} 701,315"| 702,208" | 706,167 707,104 703,809 703,437
59  States and political subdivisions ......... 30,030 30,280 30,265 30,392 30,275 30,111 29,862 30,354 30,283
60  U.S.government ......... .. oo 85 814 825 818 809 798 802 808 805
6]  Depository institutions in the United States .......... 7,539 7.606 7,217 7,411 7,381 7,210 7,162 6,995 7,020
62  Foreign governments, official institutions, and banks .. 542 531 540 531 529 534 541 500 499
63 Liabilities for borrowed money ........................ 308,666 | 295,363 1 292,650 | 288,407 | 288,196 290,596 | 296,802 1 306,125 { 305,037
64  Borrowings from Federal Reserve Banks . 215 360 565 720 7 150 5,032 V] 25
65  Treasury tax-and-loan notes ........ 26,816 22,164 10,838 9,374 7.670" 3,236 1,673 22,327 21,636
66 All other liabilities for borrowed money ......... ... 281,635 272,839 281,247 278,313 279,729" 287,210 290,097 283,798 283,376
67 Other liabilities and subordinated notes and debentures .. 90,081 91,447 90,874" 92,250" 93,719" 90,026 90,218 89,149 93,126
68 Total liabilitles .. ............. ... ... 1,446,647 | 1,415,939 | 1,428,789 | 1,413,795" | 1,437,688" | 1,433,196 | 1,438,755 | 1,442,275 | 1,440,558
69 Residual (total assets minus total liabilities)® ............ 102,507 102,949 102,757 102,954 102,652 103,786 104,185 104,270 104,156
Memao
70 Total loans and leases (gross) and inve,?lmcms udjuslcd7 1,259,248 | 1,251,671 | 1,254,702 [ 1,252,343 | 1,252,960 | 1,262,304 | 1,262,003 | 1,266,324 1 1,257,495
71 Total loans and leases (gross) adjusted 1,015,597 | 1,009,613 [1,0t1,596 | 1,007,979 | 1,009,368 | 1,012,813 [ 1,013,438 | 1,016,178 | 1,011,998
72 Time deposits in amounts of $100, 000 or more ... e 214,510 215,729 215,084 215,613 215,305 215,309 214,189 213,266 212,417
73 U.S. Treasury securitics maturing in one year or less .. .. 20,200 19,945 20,270" 19,858" 19,341" 20,044 20,546 21,427 19,650
74 Loans sold outright to affiliates—total 295 292 295" 289" 310 312 304 211 273
75 Commercial and industrial . 143 139 143" 160/ 161" 160 156 156 155
76 Other ................... . 153 152 2 4 149" 151 148 120 118
77 Nontransaction savings deposits (including MMDAs). . ... 278,507 279,051 280,552" | 280,7427{ 281,008 283,771 285,168 282,285 281,992

. Beginning Jan. 6, 1988, the ‘‘Large bank™'

reporting group was revised

somewhat, eliminating some former reporters with less than $2 billion of assets
and addmb some new reporters with assets greater than $3 billion. L
2. Includes U.S. government-issued or guaranteed certificates of participation

in pools of residential mortgages.

3. Includes securities purchased under agreements to resell.

4. Includes allocated transfer risk reserve,

5. Includes federal funds purchased and securities sold under agreements to
repurchase; for information on these liabilities at banks with assets of $1 billion

or more on Dec, 31,

1977, see table 1.13.

This is not a measure ofequny capital for use in capital-adequacy analysis or
for olhel analytic uses. .
7. Exclusive of Joans and federal funds transactions with domestic commercial

banks.

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

Millions of dollars, Wednesday figures

19%0
Account

May 2 May ¢ | May 16 | May 23 | May 30 | June 6 | June 13 | June 20 | June 27

1 Cash balances due from depository institutions .................. 22,051 21,671 22,491 22,815 28,161 22,378 26,726 | 22839 | 25,658

2 Total loans, leases, and securities, net* .......................... 221,559 | 217,093 | 218,306 | 216,033 | 218,334 | 216,989 | 217,980 | 218,900 | 219,108

Securities

3 U.S. Treasury and government agency’ L 0 0 0 0 0 0 0 ] 0

4 Trading account® .................. . 0 0 0 0 0 0 0 0 0

5 Investment account . coo|o232647 1233127 1 23,1187 | 23,2197 | 23,2487 1 23376 1 23,343 | 23,322 | 23,238

6  Mortgage-backed securmes .................................. 12,5587 | 12,5577 | 12,6177 | 12,5937 | 12,563" | 12,726 12,723 12,716 11,568

All other maturing in

7 One Year Or 1E8S .. «.vvieit e 3,734 3,779 3,723 3,734 3,718 3,718 3716 3715 3,908

8 Over one through five years .. R 3,375 3,380" 3,183 3,327 3,325 3,299 3,273 3,269 3,874

9 Over five years ............. R 3,596" 3,596" 3,595" 3,565" 3,642" 3,632 3,631 3,622 31,887

10 Other securities RN 0 0 0 0 [1] 0 0 0 0
11 Trading account? i 0

Y 0 0 0 0 0 0
12 Investment account 13,0517 | 13,047 | 13,0677 | 12,908 | 12,807 12,735 12,679 13,134 13,042
13 States and political subdivisions, by maturity .. . 6,760 6,770 6,755 6,619 6,536 6,419 6,348 6,317 6,277
14 One year orless ......c..oooiieinnions o 535 544 549 556 557 554 560 558 582

15 Overoneyear ..................... 6,225 6,226 6,206 6,062 5,980 5,866 5,788 5,759 5,694
16 Other bonds, corporate stocks, and securitics e 6,291" 6,277" 6,3127 6,289" 6,27¢" 6,316 6,330 6,817 6,764
17 Other trading account assets” ........... ... i i i 0 0 0 0 0 0 0 0 0

Loans and leases
18 Federal funds sold® .. ...... ... ... oo 21,369 | 17,412 17,400 16,805 18,194 16,49] 18,296 18,173 21,060
19 To commercial banks ................c. ..
20 To nonbank brokers and dealers in securities
21 Toothers................
22 Other loans and leascs, gross
23 Other loans, gross . ...

24 Commercml and industrial 59,221 58,962 59,854 58,605 58,487 58,328 58,004 58,083 56, 826
25 Bankers acceptances and commercial paper . . 109 149 105 125 112 99 113 134 313
26 Allother ... ... L) 8% 58,814 39,749 58,480 58,376 58,229 57,891 §7.949 56,710
27 U.S. addressees ... 58,448 58,236 59,104 57,878 57,819 57,722 57,366 57,450 56,223
28 Non-U.S. addres: 664 5 2 557 507 526 499 487
29 Reul estate loans .......... 62,571 62,754 62,740 62,931 62,798 62,928 62,991 63,243 62,741
30 Revolving, home equity . e 4,051 4,050 4,055 4,061 4,064 4,070 4,078 4,089 4,094
31 Allother...................o.in ... | 58,520 58,704 58,685 58,870 58,733 58,858 58,913 59,154 58,648
32 To individuals for personal expenditures 19,966 19,878 19,976 20,096 19,986 20,005 20,033 19,523 19,514
33 To depository and ﬁn:\ncia\ institutions . 19,758" 19,446 19,461 19,512 20,419 19,935 19,443 19,854 18,781
34 Commercial banks in the United States . 7,886" X 8,042 7,823 7,908 7.933 7,474 8,150 7,025
35 Banks in foreign countries ................. 3,530 3,093 3,076 3,452 4,232 3,393 3,441 2,933 3,203
36 Nonbank depository and other financial institutions . 8,342 8,350 8,343 8,238 8,278 8,610 8,528 8,771 8,552
37 For purchasing and carrying securities ............... 4,720 5,063 4,792 4,132 4,222 4,808 4,698 5,105 5,722
8 To finance agricultural production . .. 125 118 140 138 138 137 139 136 135
39 To states and political subdivisions ........... 5173 5,168 5,188 5.154 5,125 5,248 5,104 5,028 4,988
40 To foreign governments and official institutions o 255 94 434 211
41 Allother ... ... .ol e 4,783 4,280 4,900 4,857 5,140 5,112 5,202 5412 5,219
42 Lease financing receivables 5,506 5,495 5,479 5,639 5,628 5,554 5,538 5,525 5,511

43 Less: Unearned income ... .. .. ol vees ) 181 ] ne7 | 186 | 1812 1817 | 1819 ] 185 | 188

44 Loan and lease reserye 16,350 16,348 16,373 16,386 16,341 16,116 16,106 16,105 16,052
45 Other loans and leases, net® 163,875" | 163,322 | 164,721 | 163,101 | 164,084 | 164,387 | 163,66] | 164,271 | 161,769
46 AN OIRET ASSELS] ...\ e ettt ettt eaaas 57,0200 | 53,5177 1 S3468 | 50,8347 ) 50,836 54,466 54,250 54,880 54,367
47 Total @SSeLS. . . ..o s 300,631" | 292,282" | 294,265" | 289,682" | 297,330" | 293,834 | 298,955 | 296,619 | 299,133
Deposits
48 Demand deposits ... ..ottt i s 49,661 45,136 48,617 46,740 52,878 47,289 48,137 47,308 48,995
49 Individuals, partnerships, and corporation: . 34,156 31,489 33,551 31,800 35,220 33,128 34,514 33,632 32,555
50  States und political subdivisions ........ 743 548 633 477 567 610 505 660 948
SI - U.S.government ...............ioiiais 343 244 741 582 217 406 160 951 602

52 Depository institutions in the United States .
53 Banks in foreign countries .
54  Foreign governments and offic
55  Certified and officers’ checks
56 Transaction balances other than demand deposits
(ATS, NOW, Super NOW, telephone transfers) ............. 8,969 8,742 8,634 8,547 8,642 8,879 8,784 8,675 8,651
57 Nontransaction balances ............ ..ol coo| 117,048 | 116,745 | 117,135 | 116,797 | 116,943 | 117,706 | 118,435 | 116,655 | 115,765
58  Individuals, partnerships, and corporations .. 108,765 | 108,362 | 108,750 | 108,378 | 108,588 | 109,353 | 110,182 | 108,244 | 107,393
59  States and political subdivisions ......... 6,201 6,280 6,270 6,296 6,234 6,212 6,062 6,309 6,258
7

4,317 3,670 5,103 4,642 4,793 4,531 3,718 4,441 4,746
5,187 4,772 4,844 4,851 5,999 4,582 4,819 4,056 4,831

804 1,061 740 567 637 517 554 517 497
4,110 3,352 3,004 3,820 5,445 3,514 3,865 3,049 4,814

60  U.S. government ............ .. . 36 36 38 42 35 37 39 39 3
61 Depository institutions in the United States ..... .. 1,803 1,823 1,832 1,842 1,844 1,853 1,904 1,855 1,869
62  Foreign governments, official institutions, and banks . . 244 245 244 239 242 251 248 207 208
63 Liabilities for borrowed money .................. Lo} 68,223 62,772 62,012 58,746 | 60,522 62,486 | 68,042 66,905 64,932
64  Borrowings from Federal Reserve Banks . 0 a 0 0 0 1] 3,834 [4] [
65  Treasury tax-and-loan notes ............ 5,837 4,787 2,138 1,775 1,488 738 363 5,167 4918
66 All other liabilities for borrowed money® ... ..... .. Lo 62,386 1 57,984 59,874 56,972 59,034 61,748 | 63,845 61,739 | 60,014
67 Other liabilities and subordinated notes and debentures ........... 32,094" { 34,179 | 33,300" | 34,3717 | 34,182" [ 32,676 30,574 32,196 35,997
68 Total liabilities .......... ... .. .. i 275,994" | 267,575 | 269,698" | 265,202" | 273,168 | 269,036 | 273,972 | 271,739 | 274,340
69 Residual (total assets minus total liabilities)® .................... 24,637 24,707 24,567 24,480 24,162 24,798 24,984 24,880 24,793
Memo
70 Total loans and leases (gross) and mveﬁtments adjusted®™® ... ... 220,529 | 217,958 | 220,146 | 217,498 | 217,984 | 219,444 [ 218,996 | 219,334 | 216,794
71 Total loans and leases (gross) adjusted'® ... ... ... 184,214 | 181,598 | 183,961 | 181,371 | 181,928 | 183,332 | 182,973 | 182,877 | 180,514
72 Time deposits in amauats of $100,000 or more ... .. .1 40,207 ) 39,8747 139,708 39,622 39,663 40,146 39,308 39,229 38,640
73 U.S. Treasury securities maturing in one yearorless............. 1,932" 1,7817 1,793" 1,740" 1,827 2,188 2,223 2,415 2,033
1. These data also appear in the Board's H.4.2 {504) release. For address, see 7. Includes trading account securities.
inside front cover. 8. Inciudes federal funds purchased and securities sold under agreements to
2. Excludes trading account securities. repurchase.
3. Not available due to confidentiality. 9. Not a measure of equity capital for use in capital adequacy analysis or for
4, Includes U.S. government-issued or guaranteed certificates of participation other analytic uses.
in pools of residential mortgages. 10. Exclusive of loans and federal funds transactions with domestic commer-
5. Includes securities purchased under agreements to resell. cial banks.

6. Includes allocated transfer risk reserve.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS' Assets and
Liabilities
Millions of dollars, Wednesday figures
1990
Account
May 2 May 9 May 16" May 237 May 30" June 6 June 13 June 20 June 27
1 Cash and due from depository institutions . .. 14,055 13,096 14,084 13,302 15,056 14,270 14,561 13,816 14,587
2 Total loans and securities.................. 152,113 151,161 152,409 151,526 154,352 152,459 156,763 156,370 156,949
3 U.S. Treasury and government agency
SECUTIIES + .o\ vt e 11,493 10,142 10,112 13,342 13,849 14,144 14,430 14,359 15,194
4 Other securities. . 7,269 7,356 7,127 6,953 6,933 6,910 003 7,035 7.417
5 Federal funds sold . 7.475 7,479 8,578 5,658 7,917 4,236 7,081 6,386 6,197
6 To commercial banks in the United States . 5972 6,276 7,307 4,352 6,688 2,553 5,710 5,100 5,228
7 Toothers ..........oooviiiiiiiiine.ns 1,503 1,203 1,271 1,306 1,229 1,683 1,371 1,286 969
8 Other loans, gross 125,876" 126,184 126,592 125,573 125,653 127,169 128,249 128,590 128,441
9 Commcrmal and mduilnd] 75,687" 75,931 75,258 75,436 75.823 77,456 77,995 77,504 78,103
10 Bankers acceptances and commercial
PAPET . .ottt 2,285 2,326 2,268 2,310 2,306 2,446 2,540 2,431 2,328
11 All uther ...... 73,402" 73,605 72,990 73,126 73,517 75,010 75,455 75,073 75,775
12 U.S. addressce 71,957 72,172 71,544 71,666 72,047 73,534 74,008 73,667 74,359
13 Non-U.S. address 1,445 1,433 1,446 1,460 1,470 1,476 1,357 1,406 1,416
14 Loans secured by real estate . 21,890 21,960 22,301 22,279 22,369 22,361 22,589 22,786 22,824
IS To financial institutions.................. 25,386 25,681 25,860 25,033 24,695 24,680 24,284 24,858 24,247
16 Commercial banks in the United States. . 18,465" 18,519 18,795 18,490 18,411 18,183 18,247 18,880 18,189
17 Banks in foreign countries ............. 2,281 2,524 2,367 1,913 1,668 1,847 1,388 1,270 1,283
18 Nonbank financial institutions .......... 4,640" 4,638 4,698 4,630 4,616 4,650 4,649 4,708 4,775
19 To foreign governments and official
INSHULIONS .. .. ov v 220 210 218 188 185 191 207 238 226
20 For puchasmg and carrying securities . ... 1,319 1,042 1,336 1,237 1,231 1,091 1,403 1,675 1,506
20 Altother’ ... o 1,374" 1,360 1,619 1,400 1,350 1,390 1,774 1,529 1,535
22 Other assets (claims on nonrelated parties) . . 33,922 33,984 32,702 32,800 32,550 33,667 33,580 32,984 32,950
23 Net due from related institutions . .. 15,690 13,239 10,074 11,270 10,396 13,284 12,722 16,265 13,319
24 Total @SSeLs .. o.vuvrenieneneiieniin s 215,780 211,481 209,268 208,898 212,355 213,683 217, 1626 219,435 217,803
25 Deposits or credit balances due to other
than directly related institutions . ..., . 51,528 50,907 50,052 50,328 50,178 50,567 50,910 51,064 51,180
26  Transaction accounts and credit balances® . 4,247 4,052 ,05 3,998 3,872 3, 3,776 4,423 4,572
27 ndividuals, partnerships, and
COPPOrAtioNS. .. .. ovvvniaiainnann.. 2,930 2,707 2,656 2,718 2,684 2,689 2,628 2,703 2,683
28 Other . 1,317 1,345 1,403 1,280 1,188 1,188 1,148 1,720 1,889
29  Nontransaction chuunls$ ................ 47,281" 46,855 45,993 46,330 46,306 46,690 47,134 46,641 46,608
30 Individuals, pdrtnershnps and
corporation . e 39,5717 39,383 38,971 38,844 38,823 39,372 39,166 38,943 38,976
31 Oher. .o 7,710 7,472 7,022 7,486 7,483 7,318 7,968 7,698 7,632
32 Borrowings from other than directly
related institutions ................ 101,464 102,282 97,141 96,808 97,032 100,561 102,466 105,387 101,985
33 Federal funds purchased® . ............... 43,714 43,043 39,019 38,843 39,523 43,068 45,274 48,771 42,915
34 From commercial banks in the
United States..................... 19,920 19,116 16,915 18,073 18,934 20,062 21,646 23,883 24,849
35 Fromothers.................. ... e 23,794 23,927 22,104 20,770 20,589 23,006 23,628 24,888 18,066
36  Other liabilities for borrowed money .. .. .. 57,750 59,239 58,122 57,965 57,509 57,493 57,192 56,616 59,070
37 To commercial banks in the
United States. .................... 31,484 31,910 32,967 31,983 32,297 32,461 32,577 32,146 32,874
38 Toothers ................ 26,266" 27,329 25,155 25,982 25,212 25,032 24,615 24,470 26,196
39 Other liabilities to nonrelated parties . 33,324 33,021 32,060 35,632 36,744 37,237 36,874 36,261 36,856
40 Net due to related institutions . . B 29,464" 25,270 30,013 26,130 s 28,319 27,374 26,723 27,781
41 Total abilities....................... ... 215,780 211,481 209,268 208,898 212,355 213,683 217,626 219,435 217,803
MEemo
42 Total loans {gross) and secy 71‘11165 ddjus\ed7 127,676" 126,366 126,307 128,684 129,253 131,723 132,806 132.3% 133,532
43 Total loans (gross) adjusted” ............... 108,914" 108,868 109,068 108,389 108,471 110,669 111,373 110,996 111,221

Effective Jan. 4, 1989, the reporting panel includes a new group of large U.S.
bmnches and agencies of fcrengn banks. Harlier data included 65 U.S. branches

separate cumliuncm of Other loans, gross. Formerly, these loans were included in
ine 21.
4. Includes credit balances, demand deposits, and other checkable deposits.

and agencies of foreign banks that included those branches and agencies with
assets of $750 million or more on June 30, 1980, plus those branches and agencies

that had reached the $750 million asset level on Dec. 31,
appear in the Board’s H.4.2 (504) release. For address, sec inside front cover.
2. Includes securities purchased under agreements to resell.
3. Effective Jan, 4, 1989, loans secured by real estate are being reported as a

1984. These data also

*‘All other”",

5. Includes savings deposits,
deposits,

money market deposit accounts,

6. Includes securities sold under agreements to repurchase.
7. Exclusive of oans to and federal funds sold to commercial banks in the

United States.

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

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

Commercial banks
Type of holder 1989 1990

1985 1986 1987 1988

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

t All bolders—Individuals, partnerships, and
corporations. ... .o i 320 363.6 343.5 354.7 336.4 329.3 337.3 352.2 328.7 n.a.
2 Financial business ...............ooivveiiiinaon, N3 414 36.3 38.6 36.3 33.0 33.7 33.8 34.1 n.a.
3 Nonfinancial business 178.5 202.0 191.9 201.2 182.2 185.9 190.4 200.5 183.3 n.a,
4 Consumer ..........ov.vniuinns 85.5 91.1 90.0 88.3 874 86.6 87.9 90.3 86.6 n.a.
5 Foreign. .. 15 33 34 37 3.7 2.9 2.9 3.1 3.0 n.a.
6 Other 212 25.8 219 228 20.7 210 2.4 22.5 21.7 n.a.
Weekly reporting banks
1989 1990

1985 1986 1987 1988

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

7 All holders—Individuals, partnerships, and

COrPOTALIONS, . ... vvvvi e aas 168.6 195.1 183.8 198.3 181.9 182.2 186.6 196.7 183.7 186.3
8 Financial business ..... ..ot 259 32.5 28.6 30.5 27.2 25.4 26.3 27.6 25.6 250
9 Nonfinancial busines! 94.5 106.4 100.0 108.7 98.6 99.8 101.6 108.8 100.1 101.7
10 Consumer ....... 33.2 37.5 39.1 426 41.1 424 43.0 44.1 424 43.3
11 Foreign. .. .. 3.1 33 33 16 33 29 2.8 3.0 2.8 2.9
T2 0ther . ..oeviviniiiii i 12.0 15.4 12.7 12.9 11.7 11.7 129 13.2 12.8 133

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

2. Beginning in March 1984, these data reflect a change in the pane! of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dollars for December 1983 based on the new weekly reporting panel are: financial
;5‘ 24.4; nonfi ial busi 80.9; , 30.1; foreign, 3.1; other

Beginning March 1985, financial business deposits and, by im(flicalion, total
gross demand deposits have been redefined to exclude dema .d deposits due to
thrift institutions. Historical data have not been revised. The - nated volume of
such deposits for December 1984 is $5.0 billion at all insure: nmercial banks
and $3.0 billion at weekly reporting banks.

Historical data back to March 1985 have been revised to account for corrections
of bank reporting errors. Historical data before March 1985 have not been revised,
and may contain reporting errors. Data for all commercial banks for March 1985
were revised as follows (in billions of dollars): all holders, —.3; financial business,
—.8; nonfi ial busi —d; ¢ , .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; nonfinancial business, —.5;
consumer, 1,1; foreign, .1, other, —.2.

3. Beginning March 1988, these data reflect a change in the panel of weekly
reporting banks, and are aot comparable to earlier data. Estimates in bilfions of
dollars for December 1987 based on the new weekly reporting panel are: financial
t‘)gsliness, 29.4; nonfinancial business, 105.1; consumer, 41.1; foreign, 3.4; other,
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of doltars, end of period

1 8 989 108 %
1985 986 1987 198! 1
Instrument Dec. Dec. Dec. Dec. Dec.
l Dec, Jan, Feb. Mar. Apr. May
Commiercial paper (seasonally adjusted unless noted otherwise)
1T AlLissuers...........oooiivinin. s 298,779 | 329,991 | 358,056 | 457,297 | 529,055 | 529,055 | 533,137 | 540,148 | 546,786 | 544,481 | 538,686
Financial companies’
Dealer-placed paper
20 Total ... 78,443 | 101,072 | 102,844 [ 160,094 { 187,084 | 187,084 | 183,401 | 185,391 | 184,097 | 185,107 | 186,155
3 Bank-related Snot seasonally
adf'usted) ...................... 1,602 2,265 1,428 1,248 n.a. n.a. n.a. n.a. n.a, o n.a.
Directly placed paper?
4 Total ... e 135,320 151,820 173,980 194,537 | 212,210 | 212,210 | 214,996 | 215,650 | 215,501 213,843 | 209,203
5 Bank-related gnot seasonally
adjustedy ...... ... 0 44,778 40,860 43,173 43,155 n.a. n.a. n.a. na. n.a. n.a, n.a.
6 Nonfinancial companies®. ... ........... 85,016 77,099 81,232 { 102,666 { 129,761 | 129,761 | 134,740 | 139,107 | 147,188 | 145,531 [ 143,328
Bankers dollar acceptances (not seasonally udjusted)"
/N ) PN 68,413 64,974 70,565 66,631 62,972 62,972 60,019 57,852 55,865 53,945 54,766
Holder
8 Accepting banks ................... ... 11,197 13,423 10,943 9,086 9,433 9,433 9,954 10,354 9,574 9,200 9,000
9 Ownbills...... .. 9,471 11,707 9,464 8,022 8,510 8,510 8,467 8,907 8,386 7.850” 7,632
10 Bills bought .. 1,726 1,716 1,479 1,064 924 924 1,488 1,444 1,188 1,350 1,3
Federal Reserve
11 Ownaccount......... 0 0 Q 0 0 [§] 0 0 ] 0 ]
12 Foreign correspondents. . v 937 1,317 965 1,493 1,066 1,066 1,069 1,123 1,180 1,141 1,291
1I30thers. ..o e 56,279 50,234 58,658 56,052 52,473 52,473 48,996 46,379 45,111 43,604" 44,475
Basis
14 Imports into United States............. 15,147 14,670 16,483 14,984 15,651 15,651 15,100 14,522 14,418 13,413 13,993
15 Exports from United States . . .. 11,204 12,960 15,227 14,410 13,683 13,683 13,437 12,567 12,161 12,610 12,727
16 Allother.........oooviii iy 40,062 37,344 38,855 37,237 33,638 33,638 31,482 30,764 29,286 | 27,922 28,046

1. Institutions engaged primarily in activities such as, but not limited to,
commercial savings, and mortgage banking; sales, personal, and mortgage fi-
nancing; factoring, finance leasing, and other business lending; insurance under-
writing; and other investment activities,

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

3. Beginning January 1989, bank-related series have been discontinued.

4. As reported by financial companies that place their paper directly with
investors.

5. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

6. Beginning January 1988, the number of respondents in the bankers accep-
tance survey were reduced from 155 to 111 institutions—those with $100 milfion
or more in total acceptances. The panel is revised every January and currently has
about 100 respondents. The current reporting group accounts for over 90 percent
of total acceptances activity.

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

Percent per year

R ; . Average ot Average . Average

Date of change Rate Period raleg Period rate Period cate

1987— Apr. 7.75 8.75 1989— Apr. 11.50

May 8.00 8.51 May .. 11.50

8.25 8.50 June . 11.07

Sept. 8.75 8.50 July .. 10.98

Oct. 9.25 8.84 Aug. . 10.50

9.00 9.00 10.50

Nov. 8.75 9.29 10.50

9.84 10.50

1988— Heb. 8.50 10.00 10.50

May 9.00 10.00

July 9.50 10.05 10.11

Aug 10.00 10.50 10.00

Nov 10.50 10.00

10.50 10.00

1989—- Feb. 11.00 10.93 10.00

2 11.50 11.50 10.00

June 1LO0 10.00
July 10.50
1990— Jan. 8 ... 10.00

Note. These data also appear in the Board's H.15 (519) and G.13 (415) releases.

For address, see inside front cover.
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1.35 INTEREST RATES Money and Capital Markets

Averages, percent per year; weekly, monthly and annual figures are averages of business day data unless otherwise noted.

1990
Instrument 1987 1988 1989
Mar. Apr. May June June 1 | June 8 | June 15 | June 22 | June 29
MoONEY MARKET RATES
| Federal funds'? ........... FERERETRRTR 6.66 7.57 9.21 8.28 8.26 8.18 8.29 8.19 8.26 8.30 8,28 8.28
2 Discount window )gerowing" LR 5.66 6.20 6.93 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00 7.00
Commercial paper®”
3 l-month 6.74 7.58 9.11 8.32 8.32 8.24 8.21 8.18 8.17 8.18 8.24 8.25
4  3-month ... 6,82 7.66 8.99 8.28 8.30 8.25 8.14 8.16 8.12 8.12 8.16 8.17
5 6-month . 6.85 7.68 8.80 8.23 8.29 8.23 8.06 8.13 8.06 8.03 8.06 8.07
Finance paper, directly placed®
6 l-month 6.61 7.44 8.99 8.23 8.23 8.14 8.12 8.10 8.09 8.10 8.13 8.16
7 3-month 6.54 7.38 8.72 8.04 8.13 8.12 8.01 8.05 8.01 7.99 8.02 8.04
8 6-month 5 6.37 7.14 8.16 7.49 7.74 8.04 7.79 7.92 7.76 7.79 7.80 7.83
Bankers acceptances®®
9  3-month 6.75 7.56 8.87 8.15 8.21 8.12 8.00 8.00 7.96 7.99 8.03 8.04
10 6-month 6.78 7.60 8.67 8.11 8.18 8.08 7.88 7.94 7.87 7.88 7.92 7.90
Certificates of deposit, secondary market’
11 }-month 6.75 7.59 9.11 8.30 8.32 8.25 8.20 8.19 8.17 8.19 8.22 8.24
12" 3-month 6.87 1.73 9.09 8.35 8.42 8.35 8.23 825 8.22 8.21 8.24 8.27
13 6-month 7.01 7.91 9.08 8.48 8.57 8.48 8.28 8.35 8.28 8.26 8.29 8.31
14 Eurodollar deposits, 3-month® ... ... 7.07 7.85 9.16 8.37 8.44 8.35 8.23 8.24 8.23 8.24 8.20 8.25
U.S. Treasury bills’
Secondary market
15 3-month 5.78 6.67 8.11 7.90 7.77 7.74 773 7.74 7.70 7.70 7.74 177
(6 6-month ... 6.03 6.91 3.03 7.85 7.84 7.76 7.63 7.68 7.61 7.61 7.65 7.66
17 l-year ... 6.33 7.13 7.92 7.76 7.80 .73 7.53 7.61 7.5 7.50 7.57 7.57
Auction average
8 3-month . 5.82 6.69 8.12 7.87 7.78 7.78 7.74 7.80 7.69 7.73 7.74 1.78
19 6-month . . 6.05 6.92 8.04 7.83 7.82 7.82 7.64 7.74 7.62 7.64 7.64 7.67
20 1-YeAr i 6.33 7.17 7.91 7.76 7.72 8.05 7.65 n.a 7.65 n.a. na na
CAPITAL MARKET RATES
U.S. Treasury notes agd bonds'!
Constant maturities'
21 1-year 6.77 7.65 8.53 8.35 8.40 8.32 8.10 8.18 8.08 8.05 8.14 8.13
2 2-year 7.42 8.10 8.57 8.63 8.72 8.64 8.35 8.46 833 8.31 8.41 8.36
23 3-year 7.68 8.26 8.55 8.63 8.78 8.69 8.40 8.50 8.38 8.36 8.44 8.42
24 S-year 7.94 8.48 8.50 8.60 8.77 8.74 .43 8.52 8,41 8.39 8.47 8.45
25 7-year 8.23 8.71 8.52 8.65 8.81 8.78 8.52 8.61 8.50 8.48 8.56 8.55
26 10-year 8.39 8.85 8.49 8.59 8.79 8.76 8.48 8.58 8.46 8.44 8.52 8.51
27 30-yea) 8.59 8.96 8.45 8.56 8.76 8.73 8.46 8.56 8.44 8.42 8.49 8.49
Composite’?
28  Over 10 years (long-term) ............ 8.64 8.98 8.58 8.74 8.92 8.90 8.62 8.73 8.60 8.57 8.66 8.65
State and local notes and bonds
Moody’s series
29 AQB o 7.14 7.36 2.00 7.04 6.97 6.88 6.75 6.85 6.90 6.93 6.9.
30 Baa .........., 8.17 7.83 7.40 7.41 7.43 .37 .1 7.11 7.15 7.08 7.10 7.10
31 Bond Buyer series" 7.68 7.23 7 7.39 735 7.24 7.26 7.21 7.20 7.8 7.2
Corporate bonds
Seasoned issues
32 All industries ... 9.91 10.18 9.66 9.73 9.82 9.87 9.67 9.76 9.67 9.64 9.67 9.69
33 Aaa ..., . 9.38 9.71 9.26 9.37 9.46 9.47 9.26 9.38 9.27 9.21 9.26 9.27
34 Aa 9.68 9.94 9.46 9.51 9.64 9.70 9.49 9.57 9.49 9.46 9.49 9.52
35 A 9.99 10.24 9.74 9.82 9.89 9.89 9.70 9.79 9.73 9.69 9.69 9.70
36 Baa ............. 10.58 10.83 10.18 10.21 10.30 10.41 10.22 10.29 10.21 10.19 10.24 10.25
37 A-rated,
bonds' ... ... L s 9.96 10.20 9.79 9.92 10.09 10.04 9.85 9.87 9.78 9.83 9.89 9.92
MEMo: Dividend/price ratio’
38  Preferred stocks ............ o 8.37 9.23 9.05 9.02 9.05 9.04 9.01 9.03 8.98 8.99 9.00 9.05
39 CommonStocks............ovvvnninn 3.08 3.64 3.45 3.49 3.51 3.44 3.36 335 331 332 3.37 3.42

1. Weekly, monthly and annual figures are averages of all calendar days,
where the rate for a weekend or holiday is taken to be the rate prevailing on the
preceding business day. The daily rate is the average of the rates on a given day
weighted by the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies (in the case of finance paper).
Before November 1979, maturities for data shown are 30-59 days, 90-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and
150-179 days for finance paper.

5. Yields are quoted on a bank-discount basis, rather than in an investment
yield basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates guoted by the dealers).
N 7d Unweighted average of offered rates quoted by at least five dealers early in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates quoted by at least five dealers.

10. Rates are recorded in the week in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required to statc the
percentage yield (on a bank discount basis) that they would accept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

11. Yields are based on closing bid prices quoted by at least five dealers.

12. Yields adjusted to constant maturities by the U.S, Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded securities.

13. Averages (to maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, 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 quality. Based on figures for Thursday.

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

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and 5 years of
call protection. Weekly data are based on Friday quotations.

18, Standard and Poor's corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoTe. These data also appear in the Board's H.15 (519) and G.13 (415) releases.
For address, see inside front cover.
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1989 1990
Indicator 1987 1988 1989
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange
(Dec. 31, 1965 = 50) ................ 161.78 149.97 180.13 192.49 188.50 192,67 187.96 182.55 186.26 185.61 191.35 196,68
2 Industral ..... L] 19531} 180.83 | 228.04 | 229.40 | 224.38 | 230.12 [ 225791 220.60 | 226.14 { 226.86 [ 234.85 | 242,42
3 Transportation 140.52 134.09 174.90 190.36 | 174.26 177.25 173.67 166.69 175.08 173.54 173.53 177.37
4 Utility ....... 74.29 72.22 94.33 94.67 94.95 99.73 95.69 92.15 92.99 91.92 93.29 93.65
5 Finance .............c.oiiiiiiiiiiin, 146.48 127.41 162.01 166.55 160.89 155.63 150.11 142.68 143.14 138.57 142.94 147.93
6 Standard & Poor’s Corpor'\uon
(1941-43 = 10)' ... 287.00 | 265.88 | 323.05 ) 347.40 ) 340.22 | 348.57 ) 331997 | 33045 | 338.471{ 338.18( 350.25| 360.39
7 American Stock Exchange
(Aug. 31,1973 =50y ............... 316.78 | 295.08 | 356.67 | 383.63| 37192 | 373.87( 367.40 | 35530 360.77 { 353.32 ] 35382 361.62
Volume of trading (thousands of shares)
8 New York Stock Exchange 188,922 | 161,386 | 165,568 | 182,394 { 144,389 | 160,671 | 172,420 | 155,960 | 149,240 | 140,062 | 163,486 | 153,634
9 American Stock Exchange 13,832 9,955 13,124 13,853 | 12,001 13,298 | 14,831 13,735 15,133 13,961 14,005 {2,421
Customer financing (end-of-period balances, in millions of dollars}
10 Margin credit at broker-dealers® .......... 31,990 | 32,740 | 34,320 | 35,110 | 34,630 | 34,320 | 32,640 | 31,480 { 30,760 | 31,060 | 31,600 | 31,720
Free credit balg, apces al brokers®
11 Margin-account® ................... ... 4,750 5,660 7,040 6,000 5815 7,040 6,755 6,575 6,525 6,465 6,215 6,490
12 Cash-account. . .......ovvvvivneinennnn. 15,640 | 16,595 18,505 16,340 | 16,345 18,505 17,370 16,200 16,510 15,375 15,470 15,625
Margin requirements (percent of market value and effective date)®
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Marginstocks .. ... 70 80 65 5s 65 50
14 Convertible bonds . 50 60 50 50 50 0
15 Shortsales ................. ot 70 80 65 55 65 50

1. Effective July 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60}, and 40
financial.

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutting previous readings in half.

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscription rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984.

4. Free credit balances are in accounts with no unfulfilied commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984.

6. These regulations, adopted by the Board of Governors pursuant to the
Securities Exchange Act of 1934, limit the amount of credit to purchase and carry

“‘margin securities” (as defined in the regulations) when such credit is collater-
alized by securities. Margin requirements on securities other than options are the
difference between the market value (100 percent) and the maximum loan value of
collateral as prescribed by the Board. Regulation T was adopted effective Oct. 15,
1934; Regulation U, effective May 1, 1936; Regulation G, effective Mar, 11, 1968;
and Regulation X, effective Nov. 1, 1971,

On Jan. 1, 1977, the Board of Governors for the first time established in
Regulation T the initial margin required for writing options on securities, setting
it at 30 percent of the current market-value of the stock undcrlying the option. On
Sept. 30, 1985, the Board changed the required initial margin, allowing it to be the
same as the option maintenance margm required by the appropriate exchange or
self-regulatary 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 to be the price of the
option plus 15 percent of the market value of the stock underlying the option.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities

Millions of dollars, end of period

1989 1990
Account 1987 1988
July Ang. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.
SAlF-insured institutions
1 Assets ................ 1,250,855 | 1,350,500 | 1,329,503 | 1,315,920' | 1,298,682" { 1,286,711 | 1,277,192" { 1,249,647" [ 1,237,203 1,225,179
2 Mortgages............. 721,593 764,513 762,206 760,786 755,42771 748,780°| 7450917 733903"{ 72737 721,479
3 Mortgage-backed
securities ......... 201,828 | 214,587 | 204,365 195,309 188,493 181,465"| 1763877 170,536" 169,396"] 167,240
4 Contra-assets to
mortgage assets' . 42,344 37,950 27,660 27,433 27,085 25.950" 24,976 25,42(7 23,620° 22,674
5 Commercial loans .. ... 23,163 33,889 33,206 33,035 32,936 32,572 32,344" 32,154 31,933 31,781
6 Consumer loans........ 57,902 61,922 61,079 60,958 60,405 59,7227 59,372" 58,722 57,138" 56,822
7  Contra-assets to nop-
mortgage loans”® . 3,467 3,056 3,199 3,163 3,129 3,07 3,1947 3,508" 2,041" 2,152
8 Cash and investment
sgcuritics .......... 169,717 186,986 | 175,135 171,564 169,526") 172,727°1 172,4667] 166,0157] 160,554 157,038 n.a n.a
9 Other’ ................ 122,462 129,610 | 124,370 124,864 122,1097] 120,5017] 119,703"| 117,246") 116,472"] 115,644
10 Liabilities and net worth .| 1,250,855 | 1,350,500 | 1,329,503 | 1,315,920" | 1,298,682 ( 1,286,711 | 1,277,192" | 1,249,647" | 1,237,203" 1,225,179
11 Savings capital ........ 932,616 | 971700 ] 963,158 | 960,344 | 958,901 | 948,500 { 946,655 | 945649 | 933,861"| 926,499
12 Borrowed money . 249917 | 299,400 { 301,571 289,634 | 281,6847) 27597971 268,462 | 252,204"| 252,845"| 247,692
13  FHLBB 116,363 134,168 | 141,875 138,331 133,633 130,514 127,671 124,578 121,7327| 120,561
14 Other .... 133,554 165,232 | 159,696 151,303 14805171 145,465 ] 140,791 127,626" 131,1137] 127,131
15 Other ...... 21,941 24,216 31,887 33,811 29,742" 30,971° 31,9917 27,3957 27,139” 28,249
16 Net worth L n.a. n.a. 32,887 32,1307 28,355 31,261 30,084" 24,398" 23,355" 22,740 1
SAlF-insured federal savings banks
284,270 425,966 506,988 504,233 500,937 502,484 499,995 498,522 3 b A
161,926 230,734 285,061 285,557 283,162 283,652 282,510 283,844
securities 45,826 64,957 74,3719 72,124 72,478 72,332 71,204 70,499
20 Contra-assets to
mortgage assets! 9,100 13,140 13,974 13,872 13,801 13,506 13,216 13,548
21 Commercial loans ... ... 6,504 16,731 18,346 18,233 18,256 18,299 18,172 18,143
22 Counsumer loaas........ 17,696 24,222 28,993 28,987 28,762 28,322 28,079 28,212
23 Contra-assets to nop-
mortgage loans® . 678 889 1,022 1,026 1,073 1,048 1,082 1,193
24 Finance leases plus
interest. . .......... 591 880 1,089 1,076 1,092 1,085 1,092 101 . n.a. n.a n.a
25 Cash and investment ...| 35347 61,029 65,979 65,040 64.073 65,193 65,191 64,538
26 Other ................ 24,069 35,412 40,352 40,542 40,659 40,799 40,852 39,981
27 Linbilities and net worth .| 284,270 | 425,966 | 506,988 | 504,233 | 500,937 | 502,484 | 499,995 [ 498,522
28 Savings capital ........ 203,196 | 298,197 | 352,547 | 352,158 | 353,474 | 355923 | 355874 | 360,547
29 Borrowed money 60,716 99,286 121,194 117,973 115,627 114,231 111,369 | 108,448
30 FHLBB ............ 29,617 46,265 59,781 59,189 57,941 57,793 56,842 57,032
31 Other .... 31,099 53.021 61,413 58.784 57,686 56,438 54,527 51,416
32 Other .... 5,324 8,075 10,696 11,443 9,904 10,317 10,749 9,041
33 Net worth ... 15,034 20,218 26,253 26,381 25,952 25,983 25,958 22,16 y y
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1.37—Continued
1989 1990
Account 1987 1988
July Aug. Sept. Oct. Nov Dec. Jan Feb. Mar. Apr.
Credit unions*
34 Total assets/liabilities
and capital. ........ 174,593 179,029 180,035 181,812 181,527 182,856 183,688 183,301 186,119 192,718 193,208
35 Federal ..... PRI 114,566 117,475 117,463 118,746 118,887 119,682 120,666 120,489 122,885 126,690 127,250
36 State................ 60,027 61,554 62,572 3, 62,640 63,174 63,022 62,812 63,234 66,028 65,958
37 Loans outstanding. .. ... n.a. 113,191 119,720 120,577 122,522 122,997 122,899 122,608 122,332 121,968 121,660 122,616
38 Federal ............. 73,766 T8 472 78,946 80,548 80,570 80,601 80,272 80,041 79,715 79,407 80,205
39,425 41,248 41,631 41,874 42,427 42,298 42,336 42,291 42,253 42,253 42,411
159,010 162,405 162,754 164,050 164,695 165,533 167,371 166,629 168,609 175,942 175,745
104,431 106,266 106,038 106,633 107,588 108,319 109,653 109,818 111,246 115,714 115,554
54,579 56,139 56,716 57.417 57,107 57,214 57,718 56,811 57,363 60,228 60,191
Life insurance companies
43 Assets................. 1,044,459 | 1,166,870 | 1,247,341 | 1,257,045 | 1,266,773 | 1,276,181 | 1,289,467 | 1,303,691 Y
Securities
44  Government .. g 84,426 84,051 84,438 83,225 82,867 83,727 83,609 84,381
45 United States® .. ... 57,078 58,564 57,698 56,978 56,684 57,726 57,290 58,169
46 State and local. .. .. 10,681 9,136 9,061 9,002 9,037 9,019 9,280 9,191
47 Foreign®........... 16,667 16,351 17,679 17,245 17,146 16,982 17,039 17,021
48 Business ............ 569,199 660,416 | 726,599 735,441 742,537 748,075 758,803 777,415 na n.a. n.a na
49 Bonds............. 472,684 556,043 606,686 | 614,585 621,856 | 628,695 637,690 | 642,445
50 Stocks ...l 96,513 104,373 119,913 120,856 120,681 119,380 121,113 134,970
51 Mortgages............. 203,545 232,863 237,865 238,944 240,189 242,391 243,728 246,345
52 Real estate ............ 34,172 37,371 38,622 38,822 38,942 39,343 39,339 39,368
53 Policy loans ........... 53,626 54,236 55,812 56,077 56,403 56,727 56,916 57,141
54 Other assets ........... 89,586 L 97,933 104,005 104,536 105,835 105,918 107,072 110,284

1. Contra-assets are credit-balance accounts that must be subtracted from the

International Bank for Reconstruction and Development.

corresponding gross asset categories to yield net asset levels, Contra-assets to
mortgage loans, contracts, and pass-through securities include loans in process,
unearned discounts and deferred loan fees, valuation allowances for mortgages
‘‘held for sale,” and specific reserves and other valuation allowances.

2. Contra-assets are credit-balance accounts that must be subtracted from the
corresponding gross asset categories to yield net asset levels. Contra-assets to
nonmortgage loans include loans in process, unearned discounts and deferred loan
fees, and specific reserves and valuation allowances.

3. Holding of stock in Federal Home Loan Bank and Finance leases plus
interest are included in ‘‘Other’’ (line 9).

4. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.

5. Direct and guaranteed obligations. Excludes federal agency issues not
guatanteed, which are shown in the table under *‘Business’ securities.

6. Issues of foreign governments and their subdivisions and bonds of the

NoTe, SAIF-insured institutions: Estimates by the OTS for all institutions
insured by the SAIF and based on the OTS thrift Financial Report.

SAIF-insured federal savings banks: Estimates by the OTS for federal savings
banks insured by the SAIF and based on the OTS thrift Financial Report.

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life 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."”

As of June 1989 Savings bank data are no longer available,
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year 1990
1987 1988 1989"
Jan Feb. Mar. Apr. May June
U.S. budget'
1 Receipts, total ..........ooooiiiiiii 854,143 908,166 990,701 99,538 65,170 64,819 139,624 69,212 110,614
2 On-budget.... 640,741 666,675 727,035 74,243 44,133 38,990" 106,775 45,514 83,717
3 Off-budget.. 213,402 241,491 263,666 25,295 21,037 25,829 32,849 23,697 26,897
4 Outlays, total ... 1,003,830 | 1,063,318 | 1,142,563" 91,272" 100,434 118,155 97,866 111,72 121,836
5  On-budget ... 809,998 860,627 931,342" 72,958 80,871 97,632" 79,750 91,822 105,877
6 Off-budget ............ 193,832 202,691 211,221 18,314 19,563 20,5237 18,116 19,950 15,959
7 Surplus, or deficit (-), total . —149,687 | —155,152" | —151,862" 8,265 —35,264 -53,336 41,759 —42,560 —11,222
8 On-budget............... .| —169,257 | —193,952" | —204,307" 1,285 —36,738 —58,642 27,025 —46,308 —22,160
9 Off-budget..............coiiiiiiia, 19,570 38,800 52,445 6,980 1,474 5,306 14,733 3,747 10,937
Source of financing (total)
10 Borrowing from the public.............. 151,717 166,139 140,811 15,841 18,221 56,090 -5,935 23,380 23,519
11 Operat;ng cash (decrease, or increase (—)) . —5,052 ~7,962" 3,425 —18,117 25,463 1,123 —-20,830 25,594 ~20,916
120 Other “-covvvvnne i 3,022 -3,025 7,626 -5,989" —~8,420" -3,877 —14,994 -6,414" 8,619
MEemo
13 Treasury operating balance (level, end of
period) e 36,436 44,398 40,973 45,051 19,589 18,466 39,296 13,702 34,618
14 Federal Reserve Banks .. 9,120 13,0237 13,452 13,153 6,613 4,832 5,205 4,426 5,470
15 Tax and loan accounts ................. 27,316 31,375 27.521 31,899 12,976 13,634 34,091 9,276 29,148

1. Inaccordance with the Balanced Budget and Emergency Deficit Control Act
of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are now shown as separate accounts under the
agencies that use the FFB to finance their programs. The act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal
disability insurance trust funds) off-budget.

2. Includes SDRs; reserve position on the U.S. quosa in the IMF; loans to

international monetary fund; other cash and monetary assets; accrued interest
payable to the public; allocations of special drawing rights; deposit funds;
miscellaneous liability (including checks outstanding) and asset accounts;
seigniorage; increment on gold; net gain/loss for U.S. currency valvation adjust-
ment; net gain/loss for IMF valuation adjustment: and profit on the sale of gold.

SOURCE. Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government and the Budget of the U.S. Government.



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS!

Millions of dollars

Federal Finance

A29

Calendar year
Fiscal Fiscal
Source or type year year 1988 1989 1990 1990
1988 1989
H2 H1 H2 Hl Apr., May June
RECEIPTS
T ANSOUrCeS ..o 908,166 990,701 449,330 527,574 470,329 548,977 139,624 69,212 110,614
2 Individual income taxes, net.............. 401,181 445 690 200,300 233,572 218,661 243,529 74,375 21467 49,639
3 Withheld 341,435 361,386 179,600 174,230 193,296 190,219 27,855 32,548 31,469
4 Presidential Election Campaign Fund .. .. 33 32 4 28 3 30 6 6 5
S Nonwithheld ...................... ... 132,199 154,839 29,880 121,563 33,303 118,241 62,629 7,235 19,573
6 Refunds ........... ... .. ... o 72,487 70,567 9,186 62,251 7,943 64,962 16,115 18,322 1,408
Corporation income taxes
7 Grossreceipts... ... oo 109,683 117,015 56,409 61,585 52,269 58,830 15,424 2,461 19,513
8 Refunds ........................ 15,487 13,723 7,250 7,259 6,842 8,326 2,049 904 944
9 Social insurance taxes and u)mnbulmm
DEL. i 334,335 359,416 157,603 200,127 162,574 210,476 43,821 37,450 34,326
10 Employment taxe
contributions’ 305,093 332,859 144,983 184,569 152,4G7 195,269 41,090 29,869 33,694
11 Self- employmbq! taxes and
contributions” . . 17,691 18,504 3,032 16,374 1,947 19,017 10,685 1,472 2,934
12 Unemployment m Ildn(,L - 24,584 22,011 10,359 13,279 7,909 12,929 2,377 7,158 252
13 Other net receipts®..................... 4,659 4,547 2,262 2,277 2,260 2,278 354 426 380
14 EXCISCIAXes ... oo 35.604 34,386 19,299 16,814 16,844 18,188 3,181 3,743 3,566
5 Customs depusm i5.411 16,334 8,107 7,918 8,667 8,096 1,273 1,371 1,387
te and gift taxes 7,594 8,745 4,054 4,583 4,451 6,442 2,307 1,045 852
17 Miscellancous receipts’ .................. 19.909 22,839 10,809 10,235 13,703 11,742 1,291 2,579 2,276
OUTLAYS
18 Alltypes. ... 1,063,318 | 1,142,563 552,727" 565,404" 587,524" 641,335 97,866 11,7727 121,836
19 National defense ........................ 290,361 303,551 150,496 148,098 149,613 152,733 22,155 26,339 27,875
20 International affairs . ........... ...... .. 10,471 9,596 2,627 6,567" 6,029" 6,770 1,026 1,204 578
21 General science, space, and technology . . .. 10,841 12,891 5,852 6,238 7,091 6,974 1,247 1,106 1,253
22 ERergy oo 2,297 3,745 1,966 2,224 1,5647 1,504 269 39 230
23 Natural resources and environment .. 14,625 16,084 9,072 7,022 9,183 7,343 1,211 1,536 1,233
24 Agriculture ... .o 17,210 16,948 6,911 9,619 4,132 7.450 2,089 1,254 170
25 Commerce and housing credit,,....... ... 18,828 27,810 19,836 4,129 22,200 38,788 3,890 8,937 17,880
26 Transportation ...................... 27,272 27,623 14,922 12,953 14,982 13,754 2,272 2,452 2.421
27 Community and regional development 5,294 5,755 2,690 1,833 4,879 3,987 534 681 552
28 Education, training, employment, and
social services. ... o 31,938 35,697 16,162 18,083 18,663 19,537 3,266 3,127 3,092
29 Health. .. oooiionn it 44,490 48,391 23,360 24,078 25,33y 29,488 5,210 5,098 5,249
30 Social security and medi . .. 297.828 317,506 149,017 162,195 162,322 175,997 28,536 29,372 32,538
31 Income SeCurity ..ot 129,332 136,765 64,978 70,937 67,950 78,456 12,714 13,031 11,023
32 Veterans benefits and services ............ 29,406 30,066 15,797 14,891 14,864 15,217 1,316 2,608 3,742
33 Administration of justice . 8,436 9,396 4,361 4,801 4,563 4,983 861 895 859
34 General government . 9,518 8,940 5,137 3,858 4,760 4,891 395 678" 1,378
35 Gcncral-purpose fisce 1.816 n.a. 0 0 n.a. n.a. n.a. n.4. n.a,
36 Netinterest” . ............ .. 151,748 169,314 78,317 86,009 87,927 91,155 14,542 16,062 14,493
37 Undistributed offsetting receipts’.......... -36,967 --37,212 —~18,771 —18,131 —18,935 —~17.688 -+3,608 =3,002 -2,730

1. Functional details do not add to total outlays for calendar year data because

revisions to monthly totals have not been distributed among functions. F

iyear

S. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

total for outlays does not correspond to calendar year data because revisions from
the Budget have not been fully distributed across months,

2, Old-age, disability, and hospital insurance, and railroad retirement accounts.

3. Old-age, disability, and hospital insurance.

4. Federal employee retirement contributions and civil service retirement and
disability fund.

6. Net interest function includes interest received by trust funds.

7. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

Sources. U.S. Department of the Treasury, Monthly Treaswry Statement of
Receipts and Outlays of the U.S. Government, and the U.S. Office of Manage-
ment and Budget, Budget of the U.8. Government, Fiscal Year 1990.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of doltars

1988 1989 1990
ltem
June 30 Sept, 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30
1 Federal debt outstanding . ......................... 2,555.1 2,614.6 2,707.3 2,763.6 2,824.0 2,881.1 2,975.5 3,081.9 3,175.5
2 Public debt securities. . ......... ..o 2,547.7 2,602.2 2,684.4 2,740.9 2,799.9 2,857.4 2.953.0 1,052.0 31,1438
3 Held by public...... 2,051.7 2,095.2 2,133.4 2,142.1 2,180.7 2,245.2 2,329.3 n.a,
4  Held by agencies 550.4 589.2 607.5 657.8 676.7 707.8 722.8 n.a.
5 ARENCY SECUMLIES . ..o vviie ettt n s 7.4 124 22.9 2.7 24.0 23.7 22.5 29.9 n.a.
6  Held by public. . . 7.0 12.2 22.6 223 23.6 23.5 224 29.8 n.a.
7 Heldbyagencies ... 5 2 3 4 5 B .1 2 n.a.
8 Debt subject to statutory Umit. . .................... 2,532.2 2,586.9 2,669.1 2,725.6 2,784.6 2,829.8 2,921.7 2,988.9 3,077.0
9 Public debt securities. ............o i 2,532.1 2,586.7 2,668.9 2,725.5 2,784.3 2,829.5 2,921.4 2,988.6 3,076.6
10 Other debt' ... 1 1 2 2 2 3 3 3 A4
1t Memo: Statutory debt fimit ... .. 2,800.0 2,800.0 2,800.0 2,800.0 2,800.0 2,870.0 3,122.7 34227 3,122.7

1. Includes guaranteed debt of Treasury and other federal agencies, specified
participation certificates, notes to international lending organizations, and District
of Columbia stadium bonds.

SoURces. Treasury Bulletin and Monthly Statement of the Public Debt of the

United States.

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1989 1990
Type and bolder 1986 1987 1988 1989
Q3 Q4 Qt Q2
1 Total gross publicdebl. ... ... ... ... e 2,214.8 2,431.7 2,684.4 2,953.0 2,857.4 2,953.0 3,052.0 3,143.8
By type
2 Interest-bearing debt .. ........ .. i 2,212.0 2,428.9 2,663.1 2,931.8 2,836.3 2,931.8 3,029.5 3,121.5
3 Marketable.......... 1.619.0 1,724.7 1,821.3 1,945.4 1,892.8 1,945.4 1,995.3 2,028.0
4 426.7 389.5 414.0 430.6 406.6 430.6 453.1 453.5
S 927.5 1,037.9 1,083.6 1LIsLS 1,133.2 1,151.5 1,169.4 1,192.7
6 249.8 282.5 308.9 348.2 338.0 348.2 3579 366.8
7 Nonmarketable! .............. 593.1 704.2 841.8 986.4 943.5 986.4 1,042 1,093.5
8  State and lacagguvemn\em series 110.5 139.3 151.5 163.3 158.6 163.3 163.5 164.3
9  Foreign issues ............... 4.7 4.0 6.6 6.8 6.8 6.8 37.1 36.4
10 Government. 4.7 4.0 6.6 6.8 6.8 6.8 37.1 36.4
11 Public ............. k(] .0 0 .0 0 0 0 0
12 Savings bonds and notes. ., 90.6 99.2 107.6 us.7 114.0 115.7 118.0 120.1
13 GOVErnment acCOUNT SETES ... .. \veeeeerniirniienreiennn. 386.9 461.3 575.6 695.6 663.7 695.6 705.1 758.7
14 Non-faterest-bearing debt . ... .. o o i 2.8 2.8 203 21.2 2t.1 21.2 24 223
By holder®
15 U.S. government agencies and trust funds ....................... 403.1 477.6 589.2 707.8 676.7 707.8 722.8 3
16 Federal Reserve Banks................. 211.3 222.6 238.4 228.4 220.6 228.4 219.3
17 Private investors..... 1,602.0 1,731.47 | 1,858.5" | 2,015.8" | 1,958.3" | 2,015.8" 2,115.1
18 Commercial banks . 203.5 201.5 193.8 180.6" 174.8" 180.6" 182.0
19 Money market funds 28.0 14.6 11.8 14.4 12.9 14.4 313
20 Insurance companies 105.6 104.9 107.3 107.9 105.8" 107.9 108.0
21  Other companies........ 68.8 84.6 87.1 9.8 93.5 93.8 95.0 n.a.
22 State and local Treasurys .. ... i 262.8 284.6 313.6 337.1 332.27 337.1 338.0
Individuals
23 Savings bonds ... e 92.3 101.1 109.6 117.7 115.7 117.7 119.9
24 Other securities. . g 70.4 71.3" 79.2" 93.8" 93.5” 93.8" 95.0
25  Foreign and international’ ... 263.4 299.7 362.2 393.4" 394.6" 393.4" 386.9
26  Other miscellaneous investors® ........... ... 506.6 569.1" 593.97 674.3 632.47 674.3 754.9
1. Includes (not shown separately): Securities issued to the Rural Electrifica~ 5. Consists of investments of foreign and international accounts. Excludes
tion Administration; depository bonds, retirement plan bonds, and individuat nog-interest-bearing notes issued to the International Monetary Fund.

retirement bonds.

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. Treasury agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. Treasury agencies and trust funds
are actual holdings; data for other groups are Treasury estimates.

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. Treasury deposit accounts, and federally-sponsored agencies.

SouRcCES. Data by type of security, U.S. Treasury Department, Monthly
Statement of the Public Debt of the United States; data by holder and the
Treasury Bulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions'
Par value; averages of daily figures, in millions of dollars
1990 1990
Item 1987 1988 1989
Apr.” May" June May 23 | May 30 | June 6 | June 13 | June 20 | June 27
Immediate delivery?
U.S. Treasury securities . ........ 110,050 | 101,623 | 112,722 | 106,862 | 114,737 | 97,102 | 101,448" | 95,060" | 112,209 | 81,628 | 103,248 | 98,039
By maturity
2 Bills ..o 37,924 29,387 30,737 32,971 30,760 [ 27,086 26,540 | 28,747" 33,493 | 24,046 28,660 | 27,497
3 Other within I year 3,27 3,426 3,183 2,687 2,814 2,040 1,925 2,278 3,264 1,878 1,725 2,242
4 1-5 years....... 27,918 | 27,777 { 33,664 | 30,182 | 37,013 | 28,487 37,826" | 27,806 30,627 | 22,318 26,939 | 34,615
5 5-10 years. ... 24,014 24,939 28,680 26,197 26,145 23,750 20,957 | 24,148 27,583 19,834 26,544 | 21,578
6 Qver 10 years.......... 16,923 16,093 16,458 14,825 18,005 15,739 14,2007 } 12,081 17,242 13,552 19,380 12,108
By type of customer
7 U.S. government securities
dealers.................. 2,936 2,761 3,286 3,354 3,839 3,729 3,576 2,692 4,303 2,729 4,174 4,271
8 U.S. government securities
brokeps ................. 61,539 59,844 66,419 59,618 65,591 54,891 58,735" | 54,314 62,601 46,253 57,445 55,997
9 All others’. ... .. 45,575 39,019 43,016 43,890 45,308 | 38,482 39,136" | 38,054" 45,305 32,647 41,628 | 37,772
10 Federal agency securities .. 18,084 15,903 18,626 19,751 17,998 18,442 13,303 15,006 16,564 | 21,630 19,358 16,265
11 Certificates of deposit. ... .. 4,112 3,369 2,798 1,728 1,437 1,123 1,100 1,350 1,269 988 1,133 1,151
12 Bankers acceptances 2,965 2,316 2,222 1,532 1,391 1,182 1,253 1,306 1,271 1,169 1,245 1,059
13 Commercial paper.............. 17,135 22,927 31,805 39,797 36,605 36,746 36,112 | 37,516 37,514 | 35,824 37,356 | 37,325
Futures contracts
14 Treasury bills.................. 3,233 2,627 2,525 2,607 2,022 1,846 1,431 1,563 2,471 1,555 1,275 2,157
15 Treasury coupons ..... . 8,963 9,695 9,602 9,798 10,780 9,819 10,481 8,557 11,510 7,258 12,238 7,922
16  Federal agency sec;lrmes ....... 5 1 8 12 12 47 20 0 5 21 150 1
Forward transactions
17 U.S. Treasury securities ........ 2,029 2,095 2,127 1,837 2,449 1,393 2,218 1,170 1,520 1,057 1,770 1,416
18  Federal agency securities ....... 9,290 8,008 9,483 10,064 12,826 9,772 11,360 8,360 8,738 13,444 10,639 6,053

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. Treasury
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agreement, reverse wpuruhase (resale), or similar
contracts.

2. Data for immediate trunsactions 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.

S. Forward transactions are agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days
from the date of the transaction for Treasury securities (Treasury bills, notes, and
bonds) or after 30 days for mortgage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing®

Averages of daily figures, in millions of dollars

1990 1990
Item 1987 1988 1989
Apr. May June May 30 June 6 June 13 | June 20 | June 27
Positions
Net immediate?
1 U.S. Treasury securities.............. —6,216 | ~22,765 | —5940 | —6,5058" | —14,454" ) —6,806 | —10,765 | 3,622 | —4,928 | —7,653 | —11,676
2 Bills.............o.ooii 4,317 2,238 7,835 9,820 2,713 5,424 1,072 8,534 5,594 4,343 2,9%
3 Other within 1 year . . 1,557 1 -2.236 | —1,528 837 196 2,071 210 1,093 2,202 2,598 1,972
4 1-5 years ..... 649 | —3,020 2,338 4,163 1,673 2,423 3,806 1,868 2,956 2,800 1,925
5 5-10 years .. —6,564 | --9,663 -8,133 | —5,891 =370 1 —-3905 | —1,393 -1,829 1 -3275 -4,447 -5,584
6 Over 10 years .. -6,174 | ~10,084 | -6,452 | —15434 | 15, 329 ~12,818 | —14,459 | —13,288 | —12,404 | —12,947 | ~12,979
7  Federal agency securities ............ 31,911 28,230 31,913 34,928 36,216 35,986 32,745 32,300 37,041 39,291 34,116
8  Certificates of deposit .. . 8,188 7,300 6,674 3,579" 3,509 3,039 3,440 3,481 3,067 2,786 2,911
9 3,660 2,486 2,089 1,277 1,081 1,299 1,021 1,487 1,370 1,307 1,023
10 7,496 6,152 8,242 7,492 7,410 9,31S 6,265 9,788 8,750 10,265 8,217
Futures positions
Il Treasury bills....................... -3,373 -2,210 | 4,599 | -7.017 | —8,09% 5,961 -7,556 | -7,553 -6,958 | -4,784 —4,837
12 Treasury coupons. .. .. ... 5,988 6,224 | 2918 | —4,739" [ -5,604 -7.860 | —6,939 | -7,793 ~7,961 —7,448 —8,016
13 Federal agency sccurities ............ ~95 [ 14 22 22 183 5 10 109 2n 305
Forward paositions
14  U.S. Treasury securities . 346 —545 | —1,188" -305 767 297 ~153 4 1,268 1,864
15 Federal agency securities —16,348 | —16,878 [ —12,146" | — 14888 | —15,467 | —12,750 | —12,083 | —15,052 | ~19,099 | ~13,640
Financing3
Reverse repurchase agreements®
16  Overnight and continuing . . 126,709 | 136,327 | 157,955 | 160,104 | 161,523 0 155,850 | 155,318 | 162,631 | 151,271 | 149,491
17 Term.............. g 148,288 | 177,477 | 225,126 | 220,483 | 219,006 0 211,400 | 208,799 | 212,339 | 214,964 | 209,526
Repurchase agrcements®
18  Overnight and continuing . ... 170,763 | 172,695 | 219,083 | 227,829 | 218,348 0 214,737 { 215,525 | 219,932 | 216,806 | 217,708
19 Term..oooooiiiiii i 121,270 137,056 179,557 175,175 182,135 0 174,829 172,743 178,047 178,358 172,693

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. Treasury
securities dealers on its published list of primary dealers.

Data for positions are averages of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis. Data for financing are in teyms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank deater firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the sccuri-

ties involved are not available for trading purposes. Immediate 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 forward positions.

3. Figures cover financing 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 to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.

5. Includes both repurchase agreements undertaken to finance positions and
“‘matched book'’ repurchase agreements.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dollars, end of period
1990
Agency 1985 1986 1987 1988
Jan. Feb, Mar Apr. May
1 Federal and fedevally sponsored agencies .................... 293,905 307,361 341,386 381,498 | 414,414 | 420,309 | 420,246 0 [}
2 Federal agencies .........cooouiiiiiiniiniiirnenoiiianns 36,390 36, 958 37,981 35,668 34,995 42,974 42,492 42,526 42,482
3 Defense Department! . 71 13 8 7 7 7 7 7
4 Export-Import Bank™".......... 15,678 14, 211 11,978 11,033 10,985 10,985 11,007 11,017 1,017
5  Federal Housing Administration® - 115 138 183 150 239 280 318 352 365
6 Government Nz;uonal Mortgage Association participation
certificate: 2,165 2,165 1,615 (] 0 0 0 0 0
7  Postal Service®. 1,940 3,104 6,103 6,142 6,445 6,445 6,445 6,445 6,148
8 Tennessece Vauey Autho 16,347 17,222 18,089 18,335 17,319 25,257 24,705 24,705 24,945
9 United States Railway Assum 74 85 0 0 i} 0 0 0 0
10 Federally sponsored AGENCIEST L.t 257,515 | 270,553 | 303,405 | 345,830 | 379,41% 1 377,335 } 377,755 0
11 Federal Home Loan Banks.......... 74,447 88,758 115,727 135,836 133,699 132,975 131,526 127,401 125,515
12 Federal Home Loan Mortgage Corporation .. 11,926 13,589 17,645 22,797 25,298 25,017 26,152 28,789
13 Federal National lv%m'tgage Assaciation . ..... 93,896 93,563 97,057 105,459 115,164 116,207 116,815 117,357 118,108
14 Farm Credit Banks®™ .................. 68,851 62,478 55,275 53,127 55,809 53,790 53,732 33,700 53,795
15 Student Loan Markeugg Association® 8,395 12,171 16,503 22,073 30,908 30,806 30,988 0 0
16  Financing Cmporatlon i [} 0 1,200 5,850 8,170 8,170 8,170 8,170 8,170
17 Farm Credit Financial Assmancy Corporation'! . Q Q 0 690 847 847 847 847 847
18  Resolution Funding Corporation™........................ 0 0 0 0 9,524 9,524 9,524 13,026 13,026
MEMo
19 Federal Financing Bank Aebt™ L 153,373 | 157,510 | 152,417 142,850 | 134,263 133,567 135,448 136,957 141,536
Lending to federal aszdfedemlly sponsored ugencies
20 Export- lmpor! Bank” ... ... s 15,670 14,205 11,972 11,027 10,979 10,979 11,011 11,011 11,011
21 Postal Service® 1,690 2,854 5,853 5,892 6,195 6,195 6,195 6,195 5,898
22 Student Loaun Marketing Assoczatzon 5,000 4,970 4,940 4,910 4,880 4,880 4,880 4,880 4,880
23 Tennessee Valley Authority ......... 14,622 15,797 16,709 16,955 15,939 15,877 15,325 15,325 15,565
24 United States Railway Association® ...........c..ooiveee... 74 85 (] 0 0 0
Other Lending'®
25 Farmers Home Administration........................ ... 64,234 65,374 59,674 58,496 53,461 52,831 52,726 51,916 51,591
26 Rural Electrification Adminisiration .. L] 20,654 21,680 21,191 19,246 19,212 19,219 19,221 19,191 19,182
27 Other ... .o 31,429 32,545 32,078 26,324 23,597 23,586 26,090 28,439 33,409

1. Consists of morigages assumed by the Defense Department between 1957
and 1963 under family housing and homeowners assistance programs.

2. Includes participation certificates reclassified 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 before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Administration; and the Veterans
Administration,

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and deben-
tures. Some data are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation,
shown in line 17.

9. Before late 1981, the Association obtained financing through the Federal
Financing Bank (FFB). Borrowing excludes that obtained from the FFB, which is
shown on line 21.

10. The Financing Corporation, established in August 1987 to recapitalize the
Federal Savings and Loan Insurance Corporation, undertook its first borrowing in
October 1987.

11. The Farm Credit Financial Assistance Corporation (established in January
1988 to provide assistance to the Farm Credit System} undertook its first
borrowing in July 1988.

12. The Resolution Funding Corporation, established by the Financial Institu-
tions Reform, Recovery, and Enforcement Act of 1989, undertook its first
borrowing in October 1989.

13. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being generally small. The Farmers Home Administration jtem
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.

14. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations meued 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.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

Type of issue or issuer,
or use

1989 1990

1987 1988 1989
Nov. Dec. Jan. Feb, Mar. Apr. May June

Type of issue
General obligation ................ .. .o
Revenue ....... ... i

wr

Special district and statutory authority
Municipalities, counties, and townships

~N Stk

Issues for new capital, total .......................

Use of proceeds
8 Education ...
9 Transportation .............co.viieeneinieennnin.s
10 Utilities and conservation ..............coevvnvens
11 Social welfare ............. cooiiiiiiiiiiiiiinn
12 Industrial aid ....... ..
13 Other purposes .....c.ooiii i

All issues, new and vefunding! ... ................. 102,407 | 114,522 | 113,646 | 9,564 13,636 | 6,694 6,329 9,880 8,582 12,032" | 13,625

30,589 | 30312 357741 3,328 2,158 | 2,675 3,010 3,199 3,386 3,166 4,426
71,818 | 84,210 77,873 | 6,237 11,478 | 4,019 3,319 6,681 5,196 8,866 9,199

10,102 8,830 | 11,819 930 911 712 1,196 707 1,387 1,003 1,090
65,460 | 74,4091 71,0221 5,473 9,391 | 4,744 3,277 6,247 | 4,366 7,485 8,556
26,845 | 31,193 1 30,8051 3,164 3,334 | 1,238 1,856 2,926 2,243 3,544 3,977

56,789 | 79,665 | 84,062 7,777 10,195 { 6,263 5,638 6,667 7,744 10,486" | 10,974

9,524 1 15,021 15133 | 1,058 1,495 1,374 1,420 1,018 1,054 1,694 2,612
675 645 98 511 1,158 1,215 1,375 1,592

7912 8,496 | 11,4271 1,137 2219 | 1,747 718 502 991" 1,232 2,159

11,106 | 19,027 | 16,703 | 1,441 2,518 | 1,017 432 1,425 2,664 2,628 2,199
K 5,036 444 1,119 200 115 432 232 631 693

18,020 | 24,672 | 28,894 | 3,022 2,199 | 1,827 2,439 2,132 2,426 2,155 4,366

1. Par amounts of long-term issues based on date of sale.
2. Includes school districts beginning 1986.

Sources. Securities Data/Bond Buyer Municipal Data Base beginning 1986.
Public Securities Association for earlier data,

1.46 NEW SECURITY ISSUES U.S. Corporations

Millions of dollars

] 1989 199%0
Type of issue or issuer,
or use 1987 1988 1989"

QOct. Nov. Dec. Jan. Feb. Mar. Apr, May
L ANdssmes ... 392,569" | 410,294" | 348,255 | 24,898" 20,777 21,762" 15,084 13,728" 20,918" 15,056" 22,751
2Bonds? ... 326,068 | 352,494 { 202,350 | 21,218 16,537 17,817 12,806 10,809 17,124 13,3007 20,400

Type of offering

3 Public, domestic ...l 209,685 | 201,616" | 179,592 | 20,090" | 14,454" | 16,191 10,754 9,902" | 15,230 | 12,300" 17,600
4 Private placement, domestic® ........... 92,070 | 127,700 | 114,629 n.a. n.a. n.a. n.a. 0n.a. n.a. n.a. n.a.
S.Soldabroad ............o i 24,306 23,178 22,758 1,128 2,083 1,626 2,052 907 1,894 1,000 2,800

Industry group
6 Manufacturing ...................... .| 60,857

70,454 | 76,090 3,646 36117 4,285" 2,036 2,438 3,179 3,445 1,881
347 655 131 253

7 Commercial and 49,773 62,024" 49,247 1,830 1,253 617 1,083
8 Transportation 11,974 10,075" 10,050 9206 312 1,083 35 53 386 194 817
9 Public utility ... 23,004 19,318 16,73% 1,753 1,022 1,171 1,043 1,057 317 435" 887
10 Communication ... 7,340 5,952" 8,478 782" 812 577 23 35 704 500 225
11 Real estate and fina 173,115 | 184,670" | 156,376 12,302" 9,526 10,355 9,016 7,096 12,286" 8,109" 15.507
12 Stocks? . ..o 66,508 57,802 57,870 3,680 4,240 3,945 2,278 2,919 3,794 1,756 2,351
Type
13 Preferred .. .....ooooeiviii i 10,123 6,544 6,194 570 160 626 50 167 1,028 193 665
14 Common .. ..oyt 43,225 35,911 26,030 3,110 4,080 3,319 2,228 2,752 2,767 1,564 1,686
1S Private placement”. ................. ... 13,157 15,346 25,647 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
16 Manufacturing ...............0ooei 13,880 7,608 9,308 190 378 279 835 431 521 253 86
17 Commercial and miscellaneous ......... 12,888 8,449 7,446 728 498 1,045 248 1,017 552 666 706
18 Transportation ...................vvuu. 2,439 1,535 1,929 50 0 0 0 0 Q0 Q 22
19 Public utility ................coo.nn 4,322 1,858 3,090 465 211 244 106 582 533 219 471
20 Communication ..............cc.coonen, 1,458 5t5 1,904 0 0 0 0 0 0 0 380
21 Real estate and financial,............... 31,521 37,798 34,028 2,214 3,153 237 1,090 889 2,188 619 686
1. Figures which represent gross proceeds of issues malurinﬁ in more than one 3. Data are not available on a monthly basis. Before 1987, annual totals include
year, are principal amount or number of units multiplied by offering price. underwritten issues only.
Excludes secondary offerings, employee stock plans, investment companies other Sources. IDD Information Services, Inc., the Board of Governors of the
than closed-end, intracorporate transactions, equities sold abroad, and Yankee Federal Reserve System, and before 1989, the U.S. Securities and Exchange
bonds, Stock data include ownership securities 1ssued by limited partnerships. Commission.

2. Monthly data include only public offerings.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1989 1990
Item 1988 1989
QOct. Nov {3cc. Jan. Feb, Mar. Apr.f May
INVESTMENT COMPANIES!
1 Sales of own shares® ....................oooiiiiiiiy 271,237 | 306,445 23,872 24,673 30,982 35,620 26,118 28,817 29,788 27,428
2 Redemptions of own shares®. ... oo 267,451 | 272,165 21,702 19,573 24,967 27,331 20,978 23,977 27,306 23,337
I Netsales. ..o e 3,786 34,280 2,170 5,100 6.015 8,289 5,140 5.040 2,482 4,091
4OASSetsT 472,297 | 553,871 | 534,922 ) 549,892 | 553,871 | 535,165 | 542,725 | 549,638 | 542,061 | 574,299
5 Cash position® 45,090 44,780 46,146 47 875 44,780 48,865 51,356 50,454 55,213 52,869
6 OLheT oot e 427207 | 509,091 | 488,776 | 502,017 | 509,091 | 486,300 | 491,369 | 499,184 | 486,848 | 521,430

1. Data on sales and redemptions exclude money market mutual funds but
include limited maturity municipal bond funds. Data on asset positions exclude
both money market mutual funds and limited maturity municipal bond funds.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
memnt of capital gains distributions and share issue of conversions from one fund
to another in the same group.

3. Excludes share redemption resulting from conversions from one fund to
another in the same group.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data arc at scasonally adjusted annual rates.

4. Market value at end of period, less current fiabilitics.

5. Also includes all U.S. government securities and other short-term debt
securities.

NOTE. Investment Company Instituie data based on reports of members, which
comprise substantially all open-end investment companies registered with the
Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1988 1989 19%0
Account 1987 1988 1989
Q2 Q3 Q4 Ql Q2 Q3 Q4 Q!
1 Corporate profits with inventory valuation and
capital consumption adjustment . . N 298.7 328.6 301.3 3253 330.9 340.2 316.3 307.8 295.2 2859 289.7
2 Profits before tax, .. . 266.7 306.8 290.6 305.3 314.4 318.8 318.0 296.0 275.0 273.7 283.3
3 Profits tax liability 124.7 137.9 129.7 138.4 141.2 143.2 144.4 134.9 122.6 16,9 124.8
4 Profits after tax . 142.0 168.9 160.9 166.9 173.2 175.6 173.6 161.1 152.4 156.7 158.5
5 Dividends ....... 98.7 104 122.1 108.6 112.2 115.2 118.5 120.9 123.3 125.6 128.1
6 Undistributed profits. .......................... 433 58.5 38.9 58.3 61.1 60.4 55.1 40.2 29.1 3L 30.4
7 Inventory valuation. ...............oc ... -18.9 -25.0 n.a. —28.8 —30G.4 -20.1 —38.3 --21.0 n.a. n.a. n.a.
8 Capital consumption adjustment .................... 50.9 46.8 29.3 48.9 46.9 41.5 36.6 323 26.5 21.9 17.5
Source. Survey of Current Business (Department of Commerce).
1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Bitlions of dollars; quarterly data are at seasonally adjusted annual rates.,
1988 1989 1990
Industry 1988 1989 1990
Q4 Ql Q2 Q3 Q4 Qt Q2 Q3
§ Total nonfarm business. . .............., 430.76 475.52 507.23 42.11 459.47 470.86 484.93 486.80 500.29 506.84 511,59
Manufucturing
2 Durable goods industries. .............. 78.30 83.68 85.71 80.56 81.26 82.97 85.66 84,84 88.04 83.97 £4.99
3 Nondurable goods industries ........... 88.01 100.86 105.18 92.76 93.96 98.57 102.00 108.92 104.32 105.56 105.33
Nonmanufacturing
4 Mining . ..o 12.66 12.52 13.40 12.38 12.15 12.70 12.59 12.65 12.86 13.77 14.02
Transportation
S Railroad,........... ... 7.06 8.12 8.14 7.45 8.02 7.37 8.16 8.94 8.58 7.99 7.78
6 Air ... 7.28 891 12.39 7.69 7.04 9.49 12.48 6.61 11.10 12.11 15.09
7  Other . 7.00 7.56 7.68 6.89 8.07 7.40 7.89 6.87 8.39 7.01 7.61
Public utiities
8 Electnic ...t 32.03 34,20 3487 33.69 33.69 3534 3373 34.04 31.94 36.75 35.52
9 Gas and other 14.64 16,52 17.65 15.04 17.12 16.67 15.84 16.46 17.59 17.79 18.44
10 Commercial and other? ................ 183.76 203.14 22222 185.65 198.15 200.36 206.59 207.46 217.46 221,89 222.82

ATrade and services are no longer being reported separately. They are included
in Commercial and other, line 10.
1. Anticipated by business.

2. *Other” consists of construction; wholesale and retail trade; finance and
insurance: personal and business services; and communication.
SouRrce. 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

1988 1989 1990
Account 1985 1986 1987
Q3 Q4 Ql Q2 Q3 Q4 Q1
ASSETS
Accounts receivable, gross®
t Consumer.............. 111.9 134.7 141.1 146.3 146.2 139.1 143.9 146.3 140.8 137.9
2 Business. ... 157.5 173.4 207.4 223.3 236.5 243.3 250.9 246.8 256.0 262.9
3 Real estate .. .. 28.0 32.6 39.5 43.1 43.5 45.1 47.1 48.7 48.9 52.1
4 Total ... 297.4 340.6 388.1 412.7 426.2 427.5 441.9 441.8 445.8 452.8
Less:
5 Reserves for unearned income. . . .. 39.2 41.5 45.3 48.4 50.0 51.0 52.2 52.9 52.0 51.9
6 Reserves for losses.......ooovvvviiiianiiinenenn. 4.9 58 6.8 7.1 7.3 7.4 75 7.9 7.7 19
7 Accounts receivable, net......................... 2533 2933 336.0 357.3 368.9 369.2 382.2 381.3 386.1 393.0
B Allother. ...t i 45.3 58.6 58.3 68.7 72.4 75.1 81.4 85.2 91.6 92.5
9 Totalassets.....................cciiiiiiiinii 298.6 3519 394.2 426.0 441.3 444.3 463.6 466.4 477.6 485.5
10 Bank 1oans . .. .. ... i 18.0 18.6 16.4 11.9 15.4 1.3 12.1 12.2 14.5 13.9
11 Commercial paper 99.2 117.8 128.4 129.4 142.0 147.8 149.0 147.2 149.5 152.9
Debt
12 Othershortterm....................c.ovii.. 12.7 17.5 28.0 na n.a. na. n.a. n.a. n.a. n.a.
13 Long-term ..... 94.4 117.5 137.1 n.a. n.a, n.a, n.a, fn.a. n.a. na.
14  Due to parent .. e n.a, n.a. n.a. 51.5 50.6 56.9 59.8 60.3 63.8 70.5
15 Not elsewhere classified . n.a. n.a. n.a. 139.3 137.9 133.6 140.5 145.1 147.8 145.7
16 Ali other liabilities ................. .. 41.5 44.1 52.8 58.9 59.8 58.1 63.5 61.8 62.6 61.7
17 Capital, surplus, and undivided profits ............ 32.8 36.4 3ts 34.9 35.6 36.6 38.8 39.8 394 40.7
18 Total liabilities and capital. .. ..................... 298.6 351.9 394.2 426.0 441.3 444.3 463.6 466.4 477.6 485.5
1. Components may not add to totals because of rounding. 2. Excludes pools of securitized assets.
1.52 DOMESTIC FINANCE COMPANIES Business Credit Outstanding and Net Change'
Millions of dollars, seasonally adjusted
1989 1950
Type 1987 1988 1989
Dec. Jan. Feb. Mar. Apr. May
T Total ... e 205,992 234,578 258,504 258,504 259,467 259,015 261,662 262,379 266,859
Retail financing of installment sales
2 Automotive .........iiiiiiii e 36,139 36,957 39,139 39,139 39,252 39,125 39,264 39,550 39,245
3 Equipment............. 25,075 28,199 29,674 29,674 29,690 29,483 29,789 30,115 30,635
4  Pools of securitized assets® .................. 00 n.a. n.a. 698 698 720 681 704 662 622
Wholesale
S AMOMOUVE ... 30,070 32,357 33,074 33,074 30,463 29,491 29,963 29,672 29,896
6 Equipment .. 5,578 5,954 6,896 6,896 9,183 9,155 9,408 9,372 9,429
7 Allother............. N 8,329 9,312 9,918 9,918 9,943 9,877 10,030 9,961 9,892
8  Pools of securitized assets? ... .............0iuueoenns n.a. n.a. 0 0 0 0 0
Leasing
9 AUOMONIVE . ...t 22,097 24 875 27,074 27,074 26,978 27,161 28,325 28,528 28,878
10 Equipment.............. 43,493 57,658 68,112 68,112 68,904 69,335 68,755 69,473 72,715
11 Pools of securitized assets? e n.a. n.a. 1,247 1,247 1,242 1,377 1,433 1,646 1,597
12 Loans on commercial accounts receivable and factored
commercial accounts receivable . ................... 18,170 18,103 19,081 19,081 18,975 19,155 19,426 18,716 18,700
13 All other business credit............... ..o 17,042 21,162 23,550 23,590 24,118 24,176 24,565 24,685 25,250
Net change (during period)
I 0 Cevveerereeiiniane 33,866 22,434 22,580 2,504 -1,255 —452 2,647 v 4,480
Retail financing of installment sales
15  Automotive . 9,925 819 2,182 87 112 —127 140 286 -305
16 Equipment............... 2,056 1,386 1,475 197 16 —207 306 327 520
17 Pools of securitized assets? n.a. n.a. -26 —41 22 -39 23 -42 —40
Wholesale
18 AUOMOLIVE .. ...t i 7,158 2,288 716 414 —2,611 ~972 472 —291 224
19  Equipment .. 250 377 940 —131 68 -28 254 37 57
20 Allother.... 1,293 983 605 —45 26 —66 153 -69 —69
21 Pools of securitized assets? ................oviioennns n.a. n.a. 0 0 0 0 0 0 0
Leasing
22 AWOMOUVE . ..\v it i s 2,174 2,777 2,201 —387 -97 183 1,164 203 351
23 Equipment..... 521 9,752 9,187 2,124 792 431 —580 718 3,243
24 Pools of securitized assets® .. ... n.a. n.a. 526 154 -5 135 56 213 —49
25 Loans on commercial accounts receiva
commercial accounts receivable ................ ... 2,245 —65 979 86 ~107 180 272 =711 -16
26 All other business credit. . .................ccvviivnnns 3,498 4,119 3,796 46 528 59 388 120 565

1. These data also appear in the Board's G.20 (422) release. For address, see

inside front cover.

2. Data on pools of securitized assets are not seasonally adjusted.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted.
1989 1990
ftem 1987 1988 1989
Dec. Jan. Feb. Mar. Apr. May June
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Cunverlnlonal mortgages on new homes
Terms
t Purchase price (thousands of dollars).............. 137.0 150.0 159.6 162.7 148.5 148.9 138.2 155.5 162.1 149.8
2 Amount of foan (thousands of dollars) 100.5 110.5 117.0 119.9 107.3 109.0 100.9 114.6 119.7 111.8
3 Loan/pnce ratio (percent). . . 75.2 75.5 74.5 74.4 73.4 74.6 74.7 75.4 75.0 76.4
4 Maturity (years) ............ 27.8 28.0 28.1 27.9 27.1 27.4 26.6 26.6 28.1 26.9
5 Fees and charges (percent of | 2.26 2.19 2.06 2.18 1.85 1.87 1.96 2.00 2.41 1.96
6 Contract rate {(percent per year) .................. 8.94 8.81 9.76 9.70 9,59 9.56 9.70 9.83 9.87 9.80
Yield (perc {m‘ per year)
7 OTS SEIES” ...t i i it 9.31 9.18 10.11 10.07 9.91 9.88 10.03 10.17 10.28 10.13
8 HUD series® .. .. ... ... 10.17 10.30 10.21 9.72 10.00 10.12 10.20 10.46 10.19 10.12
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (%—lUD series)’ .. 10.16 10.49 10.24 9.72 10.01 10.22 10.30 10.75 10.23 10.18
10 GNMA securities® .. ............... 9.44 9.83 9.71 9.07 9.24 9.44 9.53 9.77 9.77 9.54
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
tl Total .....ooonvul 95,030 101,329 | 104,974 | 110,721 | (11,329 | 111,628 | 112,353 | 112,463 | 112,791 { 112,855
12 FHA/VA-insured s 19,762 19,640 20,283 20,471 20,614 20,688 20,707 20,723 20,830
13 Conventional . . .. 73,370 81,567 85,335 90,438 90,858 91,014 91,665 91,756 92,068 92,025
Morigage transactions (during period)
14 Purchases. ...t 20,531 23,110 22,518 2,982 2,214 1,537 1,945 1,705 1,630 1,802
Moriguge commitments’
15 Contracted (during period) . ...................... 25,415 23,435 27,409 2,495 1,787 3,216 3,789 5,700 n.a. n.a.
16 Outstanding (end of period) ...................... 4,886 2,148 6,037 6,037 5,619 4,977 6,765 10,534 n.a. n.a.
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
17 Total .. .. 12,802 15,105 20,105 21,852 20,361 20,112 19,823 19, 730 n.a, n.a
18 FHA/VA.. 686 620 590 584 578 572 561 555 n.a. n.a
19 Conventional .......... ..., 12,116 14,485 19,516 21,269 19,782 19,540 19,261 19, 174 n.a. n.a
Mortgage transactions (during period)
20 PUrcha@ses . ... vuur oo 76,845 44,077 78,588 8,718 6,423 5,676 6,301 5,719 n.a. n.a.
2L Sales ..o e 75,082 39,780 73,446 8,526 7,764 5,796 6,503" 5,687 4,575 6,291
Mortgage commitments®
22 Contracted (during period) ....................... 71,467 66,026 88,519 7,820 8,020 5,922 6,119 10,441 n.a. na,

1. Weighted averages based on sample surveys of mortgages originated by
major institutional lender groups; compiled by the Federal Home Loan Bank
Board in cooperation with the Federal Deposit Insurance Corporation.

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

3. Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4. Average contract rates on new commitments for conventional first mort-
gages; from Department of Housing and Urban Development.

5. 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 1o investors on Govermment National Morigage Associ-
ation guaranteed, mortgage- -backed, fully modified pass-through securities, as-
suming prepayment in t2 years on pools of 30-year FHA/VA mortgages carrying
the prevailing ceiling rate. Monthly figures are averages of Friday figures from the

,’Slrcel Journal.

Includes some multifamily and nonprofit hospital loan commitments in
dddmon to 1- to 4-family loan commitments accepted in FNMA's free market
auction 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 include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity.
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1.54 MORTGAGE DEBT OUTSTANDING'

Millions of dollars, end of period

1989 1990
Type of holder, and type of property 1987 1988 1989"
Q1 Q2 Q3 Q4 QI

PAlholders. .. ..o 2,977,293 | 3,242,267" | 3,519,833 | 3,307,397 | 3,378,104 | 3,447,291 | 3,519,833 | 3,568,853
2 1-todfamily ..o 1,959,607 | 2,168,803 | 2,388,857 | 2,215,142" | 2,271,549" { 2,328,881" | 2,388,857 | 2,425,966
3 Multifamily .. .. 273,954 287,056" 302,216 291,512" 295,337 298,633" 302,216 306,130
4 Commercial . 654,863 699,620" 742,301 714,774" 724,485" 733,189 742,301 750,378
S Far oo 88,869 86,788" 86,459 85,969" 86,7337 86,588" 86,459 86,379
6 Selected financial insfitutions ......... ... 1,664,211 | 1,805,428" | 1,891,568 | 1,838,109 | 1,870,362" | 1,887,299" | 1,891,568 | 1,897,852
7 Commercial banks®. .. ... . 591,369 9,160 756,786 688,662 715,049 737,979 756,786 771,319
8 1- to 4-family ... 276,270 314,283 358,652 324,681 338,872 349,739 358,652 365,539
9 Multifamily . . . 33,330 34,131 36,994 34,172 34,954 36,075 36,994 37,705
10 Commercial . . 267,340 305,242 343,841 313,941 324,878 335,296 343,841 350,444
1 FAMM Lo 14,429 15,504 17,299 15,868 16,345 16,869 17,299 17,631
12 Savings institutions’® 860,467 903,629" 893,709 914,537 919,153 913,553 893,709 883,628
13 1- to 4-family . 602,408 657,591" 657,868 667,671 673,608" 670,308" 657,868 649,537
14 Multifamily . .. 106,359 108,003" 103,832 107,880" 107,622" 106,023" 103,832 103,025
15 Commercial . 150,943 137,384" 131,377 138,330 137,275" 136,561" 131,377 130,443
16 Parm .............. 757 651" 632 656" 648" 661" 632 622
17 Life insurance companies 212,375 232,639 241,073 234,910 236,160 235,767 241,073 242,904
18 1- to 4-family 13,226 15,284 13,531 12,690 12,745 13,045 13,531 13,882
19 Multifamily . 22,524 23,562 26,646 24,636 25,103 25,913 26,646 27,308
20 Commercial 166,722 184,124 191,369 188,073 188,756 187,208 191,369 192,244
21 Farm ...... 9,903 669 9,527 9,511 9,556 9,601 9,527 9,471
22 Finance companies” ....... ... ... .. ciciiiiii i 40,349 43,521 48,917 45,389 47,251 48,660" 48,917 50,184
23 Federal and related agencies......................... ... 192,721 200,570 211,524 199,97¢" 201,909 206,674" 211,524 215,737
24 Government National Mortgage Association. . 444 26 23 26 24 24" 23 23
25 1- to 4-family 25 26 23 26 24 24" 23 23
26 Multifamily....... 419 [ 0 ] 1} 0 0 0
27  Farmers Home Admi 43,051 42,018 42,080 41,780 40,711 41,117 42,080 42,837
28 I- to 4-family ... .. 18,169 18,347 19,091 18,347 18,391 18,405 19,091 19,585
29 Multifamily 8,044 8,513 9,168 8,615 8,778 8,916 9,168 9,396
30 Commercial . 6,603 5,343 4,463 5,101 3,885 4,366 4,463 4,553
3 Farm ... 10,235 9,815 9,358 9,717 9,657 9,430 9,358 9,303
32 Federal Housing and Veterans Administration............. 5,574 5,973 6,061 6,198" 6,424 6,023 6,061 6,215
33 -tod-family ... 2,557 2,672 2,850 2,673 2,827 2,900 2,850 2,924
34 Multifamily .............. 3,017 3,301 3,211 3,525 3,597 3,123 3,211 3,291
35 Federal National Mortgage Association . 96,649 103,013 110,721 101,991 103,309 107,052 110,721 113,580
36 1- to 4-family .. 89,666 95,833 102,295 94,727 95,714 99,168 102,295 104,945
37 Muitifamily . .. .. 6,983 7,180 8,426 7,264 7,595 7,884 8,426 8,635
38 Federal Land Banks 34,131 32,145 30,788 31,261 31,467 30,943 30,788 30,667
39 I- to 4-family . 2,008 1,890 1,889 1,839 1,851 1,821 1,889 1,938
40 32,123 30,225 28,899 29,422 29,616 29,122 28,899 28,729
41 .. 12,872 17,425 21,852 18,714 19,974 21,515 21,852 22,415
42 f-todfamily ...l .. 11,430 15,077 18,249 16,192 17,305 18,493 18,249 18,722
43 Multifamily . ..o 1,442 2,348 3,603 2,522 2,669 3,022 3,603 3,693
44 Mortgage pools or trusts® 718,297 810,887 948,714 839,684 861,827 898,388 948,714 976,262
Government National Mortgage Association. . 317,555 340,527 374,650 348,622 353,154 361,291 374,650 385,343

46 1- to 4-family 309,806 331,257 362,865 337,563 341,951 349,830 362,865 373,265
47 Multifamily . ............. . ... 7,749 9,270 11,785 11,059 11,203 11,461 11,785 12,078
48  Federal Home Loan Mortgage Corporation . . 212,634 226,406 272,870 234,695 242,789 256,896 272,870 280,932
49 1- to 4-family 205,977 219,988 266,060 228,389 236,404 250,123 266,060 273,953
50 Multifamily . .......... 6,657 6,418 6,810 6,306 6,385 6,773 6,810 6,979
51 Federal National Mortgage 139,960 178,250 228,232 188,071 196,501 208,894 228,232 235,136
52 t- to 4-family 137,988 172,331 219,577 181,352 188,774 200,302 219,577 226,265
53 Mutltifamily g 1,972 5919 8,655 6,719 7,727 8,592 8,655 8,870
54  Farmers Home Administration’ .. 245 104 79 96 85 78 79 80
55 I-to 4-family ................ .. 121 26 23 24 23 22 23 23
56 Multifamily .. .. .. 0 0 0 0 0 4] 0 0
57 Commercial . 63 38 22 34 26 22 22 23
58 Farm ... oo 61 40 34 38 36 34 34 34
59 Individuals and others” ... ... ... .. . o 402,064 425,382 468,026 429,634 444,006 454,930 468,026 479,002
1- to 4-family ..... 242,053 258,598 293,002 260,768 273,762" 283,472" 293,002 300,593

61 Multifamily . . 75,458 78,411 83,085 78,814 79,704" 80,851” 83,085 85,149
62 Commercial . R 63,192 67,489 71,229 69,295 69,665" 69,736" 71,229 72,671
63 Farfl ...t 21,361 20,884 20,711 20,757 20,875 20,871 20,711 20,589

. 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 teposit trust
departments.

3. Includes savings banks and savings and loan associations. Beginning 1987:1,
data reported by FSLIC-insured institutions include loans in process and other
contra assets (credit balance accounts that must be subtracted from the corre-
sponding gross asset categories to yield net asset levels).

4. Assumed to be entirely 1- to 4-family loans.

ies but not bank trust

5. FmHA-guaranteed securities sold to the Federal Financing Bank were
reallocated from FmHA mortgage pools to FmHA mortgage holdings in 1986:4,
because of accounting changes by the Farmers Home Administration,

6. Outstanding principal balances of mortgage pools backing securities insured
or guaranteed by the agency indicated. Includes private pools which are not
shown as a separate line item.

7. Other holders include mortgage companies, real estate investment trusts,
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.
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1.55 CONSUMER INSTALLMENT CREDIT' Total Qutstanding, and Net Change, seasonally adjusted

Miltions of doflars, amounts outstanding, end of period
1989 1990
Holder, and type of credit 1988 1989
Sept. Oct. Nov. Dec. Jan. Feb. Mar.” Apr.” May
Seasonally adjusted
T R 664,701 | 716,624 | 705,703 | 710,133 | 713,903 | 716,624 | 717,829 | 717,869 | 720,445 | 720,835 | 724,745
2 Automobile ........... .o 284,556 | 290,770 | 288,839 | 290,210 | 290,972 | 290,770 | 290,904 | 289,629 | 290,932 | 288,936 | 288,849
3 Revolving. .. .. 1 v7a057 | 197110 | 190378 | 191734 | 194675 | 197.110 | 199,146 | 199927 | 202,263 | 203.965 | 207.104
4 Mobile home 25201 | 22343 | 220861 | 22:621 | 220197 | 22,343 | 22,604 | 22633 | 22,708 | 22702 | 23,027
S Other......... 180,887 | 206,401 | 203,825 | 205.568 | 206,055 | 206,401 | 205.175 | 205.680 | 204,543 | 205.232 | 205.765
Not seasonally adjusted
6 Total ..o 674,719 | 727,561 | 708,370 | 711,205 | 715,145 | 727,561 | 721,026 | 717,062 | 713,138 | 715,801 | 720,304
By major ‘holder
7 Commercial banks ,................... 324,792 | 343,865 | 332,502 | 335,657 { 337,285 | 343.865 | 342,266 | 339,418 | 334,645 | 337,576 | 339,631
8 Finance companic 146,212 | 140,832 | 146,296 | 143293 | 142,802 | 140,832 | 140,740 | 139,115 | 137,857 | 138,174 | 138,384
9 Credit ugions. .. 88,340 | 90,875 | 91285 | 91,291 ] 90,965 | 90875 | 90,452 § 90,127 | 89,556 | 89.689 | 89,869
10 Retailers®....... 48,302 [ 42,638 | 37,400 [ 37.045| 37.906 | 42,638 | 39,959 { 37,904 | 37302 37.207 | 37.347
11 Savings institutions 63399 | 57.228 | 59556 | 58720 | 58236 | S7.228 | 5425 | 54771 | 54.095 | 53606 | 53,301
12 Gasoline companies . . el 3674 3,935 4,052 3,947 3,853 3,935 4,013 3.803 3.792 3.928 4,024
13 Pools of securitized assets® ............ n.a. 48,188 | 37279 | 41,342 | 44,098 | 48,188 | 48,171 [ 51,924 | 55891 ( 55,620 57.748
By major type of credit’

14 Automobile ... 284,328 | 290,421 | 293,114 | 293,664 | 292,543 | 290,421 | 288,984 | 288,036 | 286,539 | 286,220 | 287,058
15 Commercial banks . 123392 | 126,613 | 126,972 | 128213 | 128,411 | 126,613 | 127075 | 127,149 | 126,289 | 126,483 | 126.997
16 Finance companics. ... ., -l 972451 82721 90217 86,655 | 85,725 | 8,721 | 81918 | 80227 | 79523 | 79,295 | 78,927
17 Pools of securitized assets” .......... . 8,090 | 1785 | 15024 | 15376 ¢ 8491 | 17827 | 18931 19563 | 19,406 [ 20.151
18 Revolving.................... 183,909 | 208,188 | 188,684 | 189,913 | 194,640 | 208,188 | 203,288 | 200,147 | 199,306 | 201,783 | 204,805
19 Commercial banks . 123,020 | 130956 | 119,413 | 120,484 | 122,728 | 130,956 | 128,384 | 124821 | 122)024 | 124,039 | 125,386
20 Retailers............ 43,697 37,967 | 32,961 32,618 | 334321 37,967 35,359 | 33,378 | 32,794 32,721 32,857
21 Gasoline companics ... ... . . 3,674 3,935 4,052 3,947 3.853 3,935 4013 3,803 3792 3,928 4,024
22 Pools of securitized assets™ .......... n.a. 22977 | 19731 | 20371 | 22,186 | 22,977| 23450 | 26,204 | 29542 | 29,403 | 30,913
23 Mobile home ..o 25,143 1 22,263 1 22,808 | 22,849 { 223191 22283 2717 2276 224261 224841 22820
24 Commercial banks . ol To2s 9,155 9,121 9130 9,144 9.(55 91 9,162 9,142 9,231 9,505
25 Finance companies.................. 7,191 4,716 5,106 5,205 4,682 4,716 5,411 5,410 5178 5,168 5224
26 Other...... ST LIS ERNSRERTPTROR 181,339 | 206,669 | 203,764 | 204,860 | 205,643 | 206,669 | 206,037 | 206,153 | 204,236 | 205314 | 205,621
27 Commercial banks . | 69355 | 741 | 76996 | 77,830 | 77302 | 770141 | 77,698 | 781286 | 77,190 | 77.823 | 77,743
28 Finance companie 41,776 | 53395 | S0.973 ( 51,433 | 52395 53395 | 53411 53,478 | S3.156 | S3.711 | 54233
29 Retailers................. 4,605 4,671 4439 4427 | 4474 | 4671 6 4,526 4508 | 4,486 | 4,490
30 Pools of securitized assets® .......... n.a, 7,020 5,763 5,947 6,536 7.020 6,894 6,789 6,786 6,812 6,684

1. The Board’s series cover most short— and intermediate~term credit extended
to individuals that is scheduled to be repaid (or has the option of repayment) in

twao or more installments.

These data also appear in the Board's G.19 (421) release. For address, see

inside front cover.

2. Outstanding balances of pools upon which securities have been issued; these
balances are no longer carried on the balance sheets of the loan originator.
3. Totals include estimates for certain holders for which only consumer credit
totals are available.
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT!
Percent unless noted otherwise

1989 1990
Item 1987 1988 1989
Nov. Dec. Jan. Feb. Mar. Apr. May
INTEREST RATES
Commercial banks?
I 48-monthnew car® ... .. .....icieiieeeiienns 10.45 10.85 12.07 11.94 n.a. n.a. 11.80 n.a. n.a. 11.82
2 24-month personal . ... .. 14.22 14.68 15.44 15.42 n.a. n.a. 15.27 n.a. n.a. 15.41
3 120-month mobile home”. .. 13.38 13.54 14.11 13.97 n.a. n.a. 13.91 n.a. n.a. 14.09
4 Creditcard.............oiiiiiiiiiiii 17.92 17.78 18.02 18.07 n.a. n.a. 18.12 n.a. n.a. 18.14
Auto finance companies
5 New car 10.73 12.60 12.62 13.27 13.27 12.64 12.67 12.31 12.21 12.23
6 Used car 14.60 15.11 16.18 16.09 16.10 15.717 15.91 15.97 16.02 16.03

OTHER TERMS?

Maturity (months)

T ONEW CAI .ttt 53.5 56.2 54.2 55.1 55.1 54.7 54.7 54.3 542 54.5

8 Usedcar.,.. 45.2 46.7 46.6 45.6 45.5 45.5 46.4 46.4 46.5 46.1
Loan-to-value ratio

9 NeW CaI ...ttt s 93 94 91 89 89 89 88 88 87 87

10 Usedcar.........cooviviiiiniviiiiiiinannnns 98 98 97 96 96 95 96 95 96 96

Amount financed (dollars)
11 Newcar.. RN
12 Used car..

....... 11,203 11,663 12,001 12,279 12,301 12,381 12,053 12,216 12,089 12,064
....... 7,420 7,824 7,954 8,063 8,096 8,040 8,065 8,132 8,105 8,169

1. These data also appear in the Board's G.19 (421) release. For address, see 3. Before 1983 the maturity for new car loans was 36 months, and for mobile
inside front cover. home loans was 84 months,
2. Data for midmonth of quarter only. 4. At auto finance companies.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS
Billions of dollars; quarterly data are at secasonally adjusted annual rates.
1988 1989 1990
Transaction category, sector 1985 1986 1987 1988 1989
Q4 Q2 Q3 Q4 Ql
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors. .. ... 846.3 | 831.1 | 693.2 | 754.5 | 711.8 734.2 672.4 | 6847 | 7411 | 7712
By sector and instrument
2 U.S.government ... . ... 223.6 | 215.0 1449 | 157.5 149.8 142.1 70.9 149.0 179.4 | 295.8
3 Treasury securities Lo 2237 | 2147 | 1434 | 140.0 | 150.0 100.5 65.8 | 149.1 184.0 | 266.2
4 Agency issues and mortgages ..., -.1 4 1.5 17.4 -2 41.6 5.1 -.2 -4.6 29.6
5 Private domestic nonfinancial sectors 622.7 | 616.1 | 548.3 | 597.1 | 562.0 592.2 601.5 | 5358 | 561.7 1 475.4
6 Debt capital instruments.......... 451.4 | 460.3 | 458.5 | 454.6 | 412.4 432.4 429.0 | 400.2 | 408.2 | 364.5
7 Tax-exempt obligations . . 135.4 22.7 34.1 34.0 25.4 34.3 23.0 350 143 374
8 Corporate bonds. . .. .. 738 | 1213 999 | 1141 | 1143 9.4 127.9 | 102.5 { 1266 7 87.9
9 Mortgages. ....... 242.2 | 316.3 | 324.5 | 306.5 | 272.6 299.7 278.2 | 262.7 | 267.3 1 2392
10 Home mortgages. .. ... 156.8 | 2187 | 234.9 | 231.0 | 2149 214.0 217.7 | 207.7 | 2287 | 190.6
11 Multifamily residential, 29.8 33.5 24.4 16,7 14.4 17.3 16.0 14.7 8.5 19.7
12 Commercial ........ | 622 73.6 716 | 60.8 43.7 67.7 42.4 40.2 29.3 30.3
13 Farm.......... . i ~6.6 | —9.5 —6.4 1 -2.1 -3 7 2.2 A 8] -3
14 Other debt instruments 1713 | 1558 89.7 } 1425 | 149.6 159.8 1725 1 1356 | 1534 | 1109
15 Consumer credit ., , . 82.5 58.0 32.9 511 39.1 73.1 42.2 30.5 6l.1 3.4
16 Bank loans n.e.c. ... 38.6 66.7 0.8 38.4 45.5 66.6 35.1 60.1 7.2 3.0
17 Open market paper. . . 14.6 | —9.3 2.3 11.6 20.8 20.0 39.2 167 | —14.3 68.8
18 Other. .. ..o i 35.6 40.5 438 | 41.5 44.3 .1 56.0 28.3 54| 417
19 By borrowing sector ,......... ... 622.7 | 6l6.1 | 548.3 | 597.1 | 562.0 §92.2 601.5 | 5358 | 561.7 | 475.4
20 State and local governments 90.9 36.2 33.6 29.8 24.6 30.6 27.6 29.5 1.7 32.8
21 Households ............. 284.6 | 289.2 | 271.9 | 289.8 | 277.6 283.5 260.9 | 282.7 3233 | 2236
22 Nonfinancial business . 247.2 | 290.7 | 242.8 | 277.5 | 259.7 278.0 313.0 | 223.6 | 226.7 | 219.0
23 Farm................. —14.5 | -163 | -106 | —7.5 —~.4 —11.8 -30 | -94 9.6 9.3
24 Nonfarm noncorporate . 129.3 | 103.2 | 107.9 87.4 64.1 80.4 66.1 58.1 46.1 52.8
25 Corporate, ................... 132.4 | 203.7 145.5 | 197.5 196.0 209.4 2499 174.9 171.0 ) 156.8
26 Foreign net borrowing in United States................. 1.2 9.7 4.9 6.9 9.8 13.3 4 25.6 15.5 16.8
27 Bonds........ 38 3.1 7.4 6.9 49 5.1 10.7 8.4 -2.5 6.6
28 Bank loans n.ec. . ~281 —-to0} 361 —18 -1 =57 1.7 -12 -58 | -2.5
29 Open market paper. . . 6.2 11.5 2.1 9.6 12.3 21.0 —6.1 20.4 249 16.0
30 U.S. government lOAnS ......ovovererrieeineriinnen. 60} -39 —1.0| -78 | -7.4 -7.1 -59 | -20 | -1.1]| -33
31 Total domestic plus foreign ............... ... ... .. 847.5 | 840.9 | 698.1 | 761.4 | 721.6 747.6 672.8 { 710.3 756.6 | 788.0
sectors
32 Total net horrowing by financial sectors . ................ 2013 | 318.9 | 315.0 | 246.5 210.8 302.5 117.0 | 1329 | 2059 189.9
By instrument
33 U.S. government related. ...........cociiiiiiiiin, 101.5 | 187.9 | 1858 | 119.8 | 155.8 156.7 1014 | 129.7 | 1863 | 1519
34  Sponsored credit agency securities . 20.6 15.2 30.2 44.9 25.2 62.3 12.5 10.0 ~6.5 32.0
35  Mortgage pool securities........ . 79.9 | 173.1 156.4 74.9 130.5 94.4 88.9 | 119.6 | 192.8 [ 120.0
36 Loans from U.S. government ....................... 1.1 -4 - .0 .0 .0 .0 0 K] R
37 Private financial sectors .. ... ..o o 99.7 | 131.0 | 129.2 | 126.7 55.0 145.8 15.6 33 19.6 38.0
38  Corporate bond 50.9 82.9 78.9 51.7 37.0 43.0 34 24.9 37.7 37.1
39  Mortgages. . ... .1 1 4 3 .0 1.2 .0 3 —.6 -4
40  Bank foans n.e.c. . 2.6 4.0 ~3.3 1.4 1.8 —.3 .3 1.7 2.1 9.1
41 Open market paper................... Lo 320 24.2 28.8 53.6 27.2 70.4 9 20.0 32.8 1.7
42 Loans from Federal Home [.oan Banks .............. 14.2 19.8 24.4 19.7 | —11.0 31.4 —-169 | -43.7 | -52.4 -9.6
By sector
L I X1 2013 | 318.9 | 315.0 | 246.5 210.8 302.5 117.0 1329 | 2059 189.9
44  Sponsored credit agencies ... .o 21.7 14.9 29.5 44.9 25.2 62.3 12.5 10.0 [ ~6.5 32.0
45 Mortgage pools ........... 799 | 173.1 | 156.4 749 | 130.5 94.4 88.9 1 119.6 | 192.8 [ 120.0
46  Private financial sectors . 99.7 | 131.0 | 129.2 | 126.7 55.0 145.8 15.6 33 19.6 38.0
47 Commercial banks —-49 [ -36 7.1 -39 -1.4 3.7 -9 123 =35 4.4
48 Bank affiliates . .. 16.6 15.2 14.3 52 6.2 8 6.5 16.8 —4.9 -9.6
49 Savings and loan ass 17.3 20.9 19.6 199 | —14.1 26.3 ~-16.2 | —483 | -633 | ~124
50 Mutual savings banks ........ 1.5 4.2 8.1 1.9 ~1.4 3.8 -1.1 -3.3 1.4 —-.9
51 Finance companies. . . . 57.2 54.5 40.3 67.0 46.2 63.6 30.9 22.5 51.1 24.3
52 REITs ........... 5 1.0 .8 4.1 --1.2 15.0 -22| 24 S]] —-1.0
53 SCOIssuers...........ooiiiiiiini e, 1.5 39.0 39.1 32.5 20.8 32.5 -1.4 5.7 8.2 333
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1.57—Continued

1988 1989 1990
Transaction category, sector 1985 1986 1987 1988 1989
Q3 Q4 Ql Q2 Q3 Q4 Q1
All sectors
54 Total net horrowing ......... ...t 1,048.8 11,159.8 [1,013.2 |1,007.9 | 932.4 | 969.7 |[1,050.1 {1,133.8 | 789.8 | 843.3 | 962.5 | 977.9
55 U.S. government SECurities ..............o..oiaenn 324.2 | 4034 331.5| 277.2 | 305.6 | 291.1 298.8 | 405.6 | 172.3 278.6 | 365.7 | 447.7
56  State and local obligations ............. ... 135.4 2.7 34.1 340 254 34.8 343 2031 23.0 35.0 143 | 374
57  Corporate and foreignbonds ................... ... 128.4 | 207.3 ] 1863 | 172.7 | 156.3 § 149.3 146.4 | 157.6 | 170.0 | 135.7 | 161.8 | 131.6
58  MOTBARES. ...\ ivrtiii it i i 242.2 | 316.4 | 3249 306.7 { 272.6 | 313.0 300.8 | 282.6 | 278.1 263.0 | 266.7 | 2389
59  Consumercredit..........covouiiiiiiiiiiiiiii s 82.5 58.0 32.9 51.1 39.1 35.5 73.1 225 422 30.5 61.1 3.4
60 Bank1oans n.e.C. ... ...t 38.3 69.7 38 380 | 472 1.7 60.7 23.6 37.1 60.6 67.5 3.7
61  Open market paper 52.8 26.4 332 749 603 62.5 111.51 106.8 | 34.0 57.1 43.4 | 86.5
62 Otherloans ............ovviiiiiiiiiiiiiiiiiiinnns 45.0 56.1 66.5 53.4| 259 81.7 244 1059 33.1 (-~17.3 | ~18.0 | 28.8
63 Memo: U.S. government, cash balance................. 14.4 ol =79 104 -59 106 | =179 —22.5( 43.7 | —16.6 | —28.2 | 273
Totals net of changes in U.S. government cash balances
64  Net borrowing by domestic nonfinancial.............. 8319 831.2| 701.1 | 744.2  717.7 | 738.6 | 752.2 | 771.4 | 628.7 | 701.4 | 769.3 | 743.9
65  Net borrowing by U.S. government.................. 209.3 | 215.0 152.8 | 147.1 | 155.7 | 15018 160.0 | 222.4 272 165.6 | 207.7 | 268.5
External corporate equity funds raised in United States

66 Total net share dssues .....................ocoviiieenn, 20.1 9.5 14.3 |-117.9 | —60.8 | —73.5 |—163.5 |—162.9 | —48.8 | —41.0 9.3 -7.2
67 Mutualfunds...........oo i 84.4 | 159.0 71.6 -7 38.3 1.5 1.9 3.6 24.0 548 ( 708 55.9
68 Allother.............. SRR —68.5 | -57.3 |-117.2 | —=99.1 | —75.0 |—175.4 |-166.5 | —72.7 1 —95.8 | —61.5 | —63.1
69 Nonfinancial corporations. ... -80.8 | ~76.5 [-130.5 |-130.8 | =92.0 |-195.0 [-180.0 |-105.0 [-145.0 | —=93.0 | —78.0
70 Financial corporations......... SR AR R R R . 11.1 21.4 12.4 14.0 14.6 13.5 10.0 17.3 14.2 14.6 16.5
71 Foreign shares purchased in United States.......... 3.7 12 -2.1 9 17.6 2.4 6.1 3.6 15.0 35.0 1691 —1.7




Flow of Funds A43
1.58 DIRECT AND INDIRECT SQOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; quarterly data arc at scasonally adjusted annual rates.
1988 1989 1990
Transaction category, or sector 1985 1986 1987 1988 1989
Q3 Q4 Q1 Q Q3 Q4 QI
1 Total funds advanced in credit markets to domestic
nonfinancial sectors ............... . oL 846.3 ( 831.1( 693.2( 7545 711.8( 7493 | 734.2| 7489 672.4) 684.7| 7411| 7712
By public agencies and foreign
2 Total net advances .. ............oviean it 202.0 1 3140 262.8 | 215.5| 193.8| 181.2| 2558| 310.8| -2.4[ 220.4| 2463 | 132.2
3 U.S. government securities 459 69.4 70.1 85.0 30.1 24.1 119.6 776 —105.91 1165 323 | -25.7
4 Residential mortgages. .. 94.6  170.1] 1532 86.3( 144.2 8241 105.5| 1234 161.7{ 139.3| 2123| 1376
5 FHI.B advances to thri e 14.2 19.8 24.4 19.7] ~11.0 25.8 34 69.1 -169| —43.7| --52.4 -9.6
6 Other loans and secutities. . ... ....oovii oo 47.3 54.7 15.1 24.4 30.4 49.0 =7 40.7 18.7 8.3 54.1 29.8
Total advanced, by sector
7 U.S.EOVEINMMEM . L\t iiiitin i ine e niannann 17.8 9.7 -7.9 -9.4 —1.4 43| -27.1 —1.1 -39 —-t2.2 11.5 8.8
8  Sponsored credit agenci 103.57 187.2| 1834 | 112,01 130.1| 1144 | 152.8| 1943 8.0 1321 1862 137.4
9 Monetary authorities .. 18.4 19.4 24.7 10.5 ~7.3 15.5 18.9 52 -39| -30.7 . =77
(0 TOTEiBN ..ot 62.3 97.8 62,7 102.3 72.4 47.0 0 M1L2] n2s! -26| 1311 48.5) —6.4
Agency and foreign borrowing not in line |
11 Sponsored credit agencies and mortgage pools. ....... 101.5| 187.9| 1858 119.8] 1558 | 128.6 156.7| 205.7 1014 1297 1863 151.9
120 Foreign ...... ... oo 1.2 9.7 4.9 6.9 9.8 4.1 133 -23 4 25.6 15.5 16.8
Private domestic fundy advanced
13 Totalnet advances ....... ... i i 747.0 | 7148 ) 621.1 665.8) 683.6 | 700.8 648.51 641.4 776.7 619.7 | 696.6 1 807.7
14 U.S. government securi 2782 3339 2614 1922 2754 | 267.0 | 1793 328.0| 278.2| 162.2| 333.4| 4734
15 State and local obligations. 135.4 22.7 34.1 34.0 25.4 34.8 343 20.3 23.0 35.0 14.3 37.4
16 Corporate and foreign bonds 40.8 84.2 87.5 97.6 | 103.7 86.8 66.5 809 1290 107.2 97.9 80.8
17 Residential mortgages. . ... 9.8 82,0 106.1 161.3 85.1 | 1679 1258 100.5( 1319 83.1 24.9 727
18  Other mortgages and loan: .. 2148 | 211.8 156.5 200.3 | 1829 170.0 274.0 1718 197.6 188.5 173.8 [ 1338
19 Less: Federal Home Loan Bank advances ........... 14.2 19.8 24.4 19.7] ~11.0 25.8 314 69.1 —16.9| —43.7| -52.4| -9.6
Private financial intermediation
20 Credit market funds advanced by private financial
INSHLULIONS .. ... 57991 7440 | S60.8| 561.2| 5142 | 429.1| 6349 5649 52331 323.4| 645.3| 61i.1
21 Commercial banking 186.0 f 197.5| 136.8) 1553| 177.1 | 1184 220.5| 120.6| 158.6] 166.6| 262.5| 169.9
22 Savings institutions......... 87.91 107.6| 1368 1204] -929| 1569 94.0 343} —73.2)-1359|-197.1 | —63.7
23 Insurance and pension funds s .. 154.4 174.6 | 2109 198.0 [ 183.1 152.2 190.1 257.1 162.1 122.8 190.5 [ 196.4
24 Otherfinance ...l 151.6 ] 264.2 76.3 87.4| 247.0 1.7 130.3] 1529] 2758 169.8{ 389.4| 3085
25 Sourcesof funds ... o 579.91 7440 S60.8| 561.2| S14.2| 429.1| 634.9| 5649 523.3| 32341 6453 611.1
26  Private domestic deposits and R's 2143 2626 1441 2199 207.7| 191.3 | 277.9| 1284 174.2| 2554 273.0| 196.6
27 Credit market borrowing......... 99.7 131.0 129.2 126.7 55.0 87.7 145.8 181.5 15.6 33 19.6 38.0
28  Other sources. .......... 265.91 3504 | 287.5| 214.6] 251.5| 150.1] 2112 255.0| 3335 64,71 3528 376.5
29 Foreign funds. . 9.7 2.9 43.7 9.3 —-11.6 415 4521 --28.6 -19.4 227 -21.3 5.1
30 Treasury balances........ 10.3 1.7 ~58 73] -~3.4 5.6 -4.1 =216 266 —15.0] 3.6 15.9
31 Insurance and pe .. 131.9 149.3 176.1 177.6 1 153.6 87.3 253.9 187.9 125.1 379 263.6( 1033
32 Other, net .. ... s 104.1 186.5 73.6 20.41 1129 98.8 | —83.7 117.3 201.1 19.1 114.1 | 252.3
Private domestic nonfinancial investors
33 Direct lending in credit markets........... ... ... . ... 2668 10181 189.61 231.3| 224.4| 3593 159.41 258.0( 269.0| 299.6 709 234.6
34 U.S. government securities . 157.8 60.9 | 100.0 131.8( (50,0 ] 2093 140.5| 213.2 128.3 179.2 79.4| 199.3
35 State and local obligations. 3771 -21.7 45.6 339 15.8 56.0 2.1 3581 -9.1 35.8 9| —-1L3
36  Corporate and foreign bond: 4.2 39.3 24.1 —4.1 24.3 —6.1 1 —29.4| -33.0 70.8 10.6 48.6 | —4.6
37 Open market paper....... . 47.5 5.4 6.6 37.2 4.5 75.6 -1.3 449 18.9 535 —99.3 25.3
382 Other ... 19.6 17.9 13.3 32.6 29.8 24.5 27.4 —-2.8 60.1 20.4 413 159
39 Deposits and CULTENCY .. ...\ oe i et 224.6 1 28310 160.2 | 222.5( 22691 2151 248.7| 736 213.6| 232.9) 287.5} 2283
40 Currency ... .. 12.4 14.4 19.0 14.7 1.7 29.3 5.1 19.3 12.6 9.1 5.7 25.7
41 Checkable deposits. ............ 41.9 95.0| —3.0 12.4 6] -22.3 9781 541 -93.21 -3.5] 1831 —-239
42 Small time and savings accounts .. 13857 120.6 76.0 ) 122.8] 100.5 73.1 #6.1 1991 11127 130.0} 14085 1323
43 Money market fund shares ...... 8.9 38.3 27.2 22.8 84.8 ) -3.5 58.1 51,11 111.8) 1243 51.9 85.8
44 large time deposits ........ 741 —11.4 26.7 40.7 20.9 136.9 12.6 97.9 29.9 10.7] —55.0 5.6
45 Security RPs..... . 17.7 20,2 17.2 21.2 1.1 7.0 233 13.6 14.5 -6.0| —17.81 -32
46  Deposits in foreign countries .................. =21 59 -2.8 12.1 7.5 ~5.5| —34.4 259 26.81 —31.6 8.8 6.0
47 Total of credit market instruments, deposits, and
[ T 491.4 | 384.8| 349.8 453.8| 451.3 | 5744 408.1 431.6 | 482.6 | 532.5( 358.4 | 462.9
48  Public holdings as percent of total. .................. 23.8 37.3 37.6 28.3 26.9 24.1 34.2 41.6 —.4 31.0 32.6 16.8
49  Private financial intermediation (in perceat) . 77.6 104.1 9.3 84.3 75.2 61.2 97.9 88.1 67.4 52,2 92.6 75.7
50  Total foreign funds .. 82.0 110.7| 1064 111.6] 60.8 54| 156.4 83.9| -22.0( 1539 2712| ~1.2
Memo: Corporate equities not included above
51 Total netissues. .. .. ...ttt 20.1 90.5 143 [ —117.9| —60.8 [ —73.5 [—-163.5(-162.9} —488| —41.0 93| -7.2
52 Mutudl fund shdrcx‘ ................................ 8441 159.0 71.6 -7 38.3 1.5 11.9 3.6 24.0 54.8 70.8 55.9
53 | —64.3 | —68.5| -57.3 | —117.2] -99.1 | -75.0 | -175.4] —166.5| --72.7| —958) —61.5| —63.1
54 Acqunmuns by financial institutions. ........... .. 45.6 53.7 21.4 5 5.2 13.2 209 ~1.1] —-116} ~11.8 45.3 52.8
55 Other net purchases ..oy —-25.5 368 ~7.1 | —1184| 660 | —86.7 [ -184.4] —161.8] -37.1| —29.2{ -36.0 | ~60.0

NOTES BY LINE NUMBER.

1. Line | of table 1.57.

2. Sum of lines 36 or 7-10.

6. Includes farm and commercial mortgages.

{1. Credit market funds raised by federally sponsored credit agencies, and net

issues of federally related mortgage pool securities.

13. Line | less line 2 plus line 11 and 12, Also line 20 less line 27 plus line 33.

Also sum of lines 28 and 47 less lines 40 and 46
18. Includes farm and commercial mortgages.
26. Line 39 less lines 40 and 46.

27. Excludes equity issues and investment company shares. Includes line 19.

29. Foreign deposits at commercial banks, bank borrowings from foreign
branches, and liabilities of foreign banking ‘\genucs to foreign afliliates, less
claims on foreign atfiliates and deposits by banking in foreign banks.

30, Demand deposits and note balances a1 commercial banks.

31. Excludes net investment of these reserves in corporate equities.

32. Mainly retained earnings and net miscellaneous labilities,

33. Line 13 less linc 20 plus line 27.

34-38. Lines 14-18 less amounts acquired by private finance plus amounts
borrowed by private finance. Line 38 includes mortgages.

40. Mainly an offset to line 9.

47. Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.

48. Line 2/line 1.

49. Line 20/line 13.

50. Sum of lines 10 and 29.

51, 53. Includes issues by financial institutions.

NoTE. I‘ull statements for sectors and transaction types in flows and in ammounts
outstanding may be obtained from Flow of Funds Section, Division of Research
un(éSlatSi;l]ics, Board of Governors of the Federal Reserve System, Washington,
D.C. 20551.




A44 Domestic Financial Statistics (0 September 1990

1.59 SUMMARY OF CREDIT MARKET DEBT OUTSTANDING

Billions of dollars; period-end levels.

1988 1989 1990

‘Transaction category, sector 1985 1986 1987 1988
Q3 Q4 Q1 Q2 Q3 Q4 Q1

Nonfinancial sectors

1 Total credit market debt owed by
domestic nonfinancial sectors............. 6,795.1 | 7,631.2 | 8,335.0 | 9,080.8 | 8,856.6 | 9,080.8 | 9,240.7 | 9,415.1 | 9,591.5 | 9,806.5 | 9,987.4

By sector and instrument

2 U.S. government. ..............oovunens 1,600.4 | 1,815.4 | 1,960.3 | 2,117.8 { 2,063.9 | 2,117.8 | 2,155.7 | 2,165.7 | 2,204.3 | 2,267.6 | 2,359.1
3 Treasury securities .. | 659700 | 18117 | 1,955.2 | 2,095.2 | 2,051.7 | 2,095.2 | 2,133.4 | 2,042.1 | 2,180.7 | 2,245.2 | 2,329.3
4 Agency issues and mortgages............ 33 3.6 5.2 22.6 12.2 22.6 22.3 23.6 23.5 22.4 298
5 Private domestic nonfinancial sectors....... 5,194.7 | 5.815.8 | 6,374.7 | 6,963.1 | 6,792.7 | 6,963.1 | 7,084.9 | 7,249.4 | 7,387.2 | 7,539.0 | 7,628.4
6  Debt capital instruments .......... 3,485.5 | 3,957.5 | 4,428.0 | 4.881.8 | 4,763.3 | 4,881.8 | 49719 | 5079.8 | 5,186.1 | 5294.2 | 5,372.1
7 Tax-exempt obligations . 655.5 679.1 713.2 759.8 746.1 759.8 764.7 769.9 781.5 785.2 792.1
3 Corporate bonds ... ... | s42.9 664.2 764.1 878.2 853.6 878.2 903.3 935.3 960.9 992.5 | 1,014.5
9 Mortgages .. ...... | 2,287.1 | 2.614.2 | 2,950.7 | 3,243.8 | 3,163.6 | 3,243.8 | 3,303.9 | 3,374.6 | 34437 | 3,516.4 | 3,565.6
10 Home mortgages 1,490.2 | 1,720.8 | 1,943.1 | 2,173.9 | 2,117.8 | 2,173.9 | 2,215.1 | 2,271.5 | 2,328.9 | 2,388.9 | 2,426.0
1 Multifamily residential 213.0 246.2 270.0 286.7 281.0 286.7 290.4 294.2 297.5 301.1 305.0
12 Commercial ........ Sl 478 551.4 648.7 696.4 671.9 696.4 7125 7222 730.8 740.0 748.2
13 | 105.9 95.8 88.9 86.8 87.0 86.8 86.0 86.7 86.6 86.5 86.4
14  Other debt instruments 1,709.3 | 1,858.4 | 1,946.7 | 2,081.3 | 2,029.4 | 2,081.3 | 2.113.0

. . 2,169.7 | 2,201.1 | 2,244.8 | 2,256.3
15 Consumer credit . ... 601.8 659.8 692.7 743.7 721.2 743.7 741.7 756.7 771.0 775.4
16 Bank loans n.e.c. ... 592.7 656.1 664.3 702.6 687.7 702.6 715.9 729.4 743.6 758.3 757.4
17 Open market paper . . e 72.2 62.9 73.8 85.4 80.3 85.4 96.1 110.1 113.3 107.1 123.7
18 [ 442.6 479.6 516.0 549.5 540.2 549.5 559.4 573.5 573.2 588.8 599.8
19 By borrowing sector.................... 5,194.7 | 58158 | 6,374.7 | 6963.1 | 6,792.7 | 6,963.1 | 7,084.9 | 7,249.4 | 7,387.2 | 7,539.0 | 7.628.4
20 State and local governments. | o4n9 510.1 543.7 573.5 565.7 573.5 578.5 584.8 595.1 598.1 603.8
21 Households.............. .| 2,295.5 | 2,591.8 | 2,864.5 | 3,151.7 | 3,068.0 | 3,151.7 | 3,200.8 | 3,269.3 | 3,348.2 | 3,442.3 | 3.472.5
22 Nonfinancial business. . | 2.425.4 | 27140 | 2.966.5 | 3,237.9 | 3.159.0 | 3,237.9 | 3.305.6 | 3.395.3 | 3,443.0 | 3.498.6 | 3.552.0
23 [ 173.4 156.6 145.5 137.6 143.6 137.6 136.7 139.4 137.7 137.1 138.3
24 Nonfarm noncorporate 898.3 | 1,000.6 | 1,109.4 | 1,200.9 | 1,172.6 | 1,2009 | 1,223.5 | 1,239.3 | 1,249.1 | 1,265.0 | 1,279.2
25 Corporate .......... 1,353.6 | 1,555.8 | 1.711.6 | 1,899.4 | 1,842.9 | 1,899.4 | 1,945.5 | 2,016.6 | 2,057.2 | 2,096.4 | 2,134.5
26 Foreign credit market debt held in
United States . ..., 234.7 236.4 242.9 249.8 246.1 249.8 249.5 249.7 255.2 259.4 264.1
27 Bonds......... - 71.8 74.9 82.3 89.2 87.4 89.2 90.5 92.1 94,2 94.2 96.4
28  Bank loans ne.c. ... 27.9 26.9 23.3 21.5 22.7 21.5 21.6 2.7 22.6 21.4 19.6
29 Open market paper. ... . 339 37.4 41.2 50.9 46.3 50.9 54.4 527 57.5 63.0 68.2
30 U.S. government loans ................. 10t.1 97.1 96.1 88.3 89.8 88.3 83.0 §2.2 80.9 80.9 79.9
31 Total domestic plus foreign ................ 7,029.9 | 7,867.6 | 8,578.0 | 9,330.7 | 9,102.8 | 9,330.7 | 9,490.1 | 9,664.8 | 9,846.7 | 10,066.0 | 10,251.5

Financial sectors

32 Total credit market debt owed by
financial sectors . ....................... 1,213.2 | 1,563.6 | 1,885.5 | 2,084.1 | 1,996.5 | 2,084.1 | 2,191.3 | 2,229.9 | 2,262.8 | 2,327.3 | 2,351.4

By instrument

31 U.S. government related .. ................ 6327 8442 | 1,026.5 | 1,098.4 | 1,054.6 | 1,098.4 | 1,140.8 | 1,166.5 | 1,202.6 | 1,254.1 | 1,282.5
34 Sponsored credit agency securitie 2578 273.0 303.2 348.1 328.5 348.1 364.3 369.0 370.4 373.3 376.0
35 Mortgage pool securities .......... . 368.9 565.4 718.3 745.3 721.1 745.3 771.5 792.5 827.2 875.8 901.5

36 Loans from U.S. government
37 Private financial sectors. . ... ..
38  Corporate bonds .. ..

6.1 5.7 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0 5.0
580.5 719.5 859.0 985.7 941.9 985.7 | 1,050.5 | 1,063.5 { 1,060.2 | 1,073.2 | 1,068.9
204.5 287.4 366.3 418.0 406.4 418.0 458.6 466. 1 472.7 483.0 491.3

39 Mortgages........ 2.7 2.7 31 3.4 3.1 3.4 3.5 3.5 3.5 3.4 33
40 Bank loans n.ec. ... . 32.1 36.1 32.8 34.2 32.9 34.2 322 33.8 34.1 36.0 35.4
41 Open market paper................... . 2524 284.6 323.8 377.4 358.0 377.4 392.5 398.3 398.8 409.1 406.1
42 Loans from Federal Home Loan Banks. .. 88.8 108.6 133.1 152.8 141.6 152.8 163.8 161.9 151.1 141.8 132.9
43 Total, by sector ........oo.oiiiiiiiiiiin 1,213.2 | 1,563.6 | 1,885.5 | 2,084.1 | 1,996.5 | 2,084.1 | 2,191.3 | 2,229.9 | 2,262.8 | 2,327.3 | 2,351.4

44 Sponsored credit agencies.
45  Mortgage pools .......
46  Private financial sectors

263.9 2187 308.2 353.1 3335 353.1 369.3 374.0 375.4 378.3 381.0
368.9 565.4 718.3 745.3 721.1 745.3 771.5 792.5 827.2 875.8 901.5
580.5 719.5 859.0 985.7 941.9 985.7 | 1,050.5 | 1,063.5 | 1,060.2 | 1,073.2 | 1,068.9

. 73.3 74.5 77 77.4 76.4

47 Commercial banks. 79.2 75.6 82.7 78.8 76.6 78.8 . . 0 . X
48 Bank affiliates. ... .. . 106.2 116.8 13L1 136.2 136.3 136.2 140.0 141.2 144.0 142.4 142.3
49 Savings and loan associations. . 98.9 119.8 139.4 159.3 148.1 159.3 170.1 167.9 155.7 145.2 134.7
50 Mutual savings banks......... 4.4 8.6 16.7 18.6 18.1 18.6 17.8 17.7 17.5 17.2 16.9
51 Finance companies .. 261.2 328.1 3788 | 4458 4277 | 4458 | 4643 4780 | 4812 496.5 496.1
52 REITs ........... = 5.6 6.5 7.3 11.4 7.6 1.4 1.1 10.6 10.0 10.1 9.9
53 SCOssUers ..o 25.0 64.0 103.1 135.7 127.5 135.7 173.8 173.5 174.9 184.4 192.8
All sectors

54 Total credit marketdebt................... 8,2d43.1 | 9,431.2 | 10,463.4 | 11,414.8 | 11,099.3 | 11,414.8 | 11,681.5 | 11,894.8 | 12,109.5 | 12,393.3 | 12,602.9
55 U.S. government securities.............. 2,227.0 | 2,653.8 | 2.981.8 [ 32100} 3,113.5| 3.210.1} 3,291.5 | 3327.2( 3.401.8) 3,516.7 | 3,636.5
56  State and local obligations. ... 655.5 679.1 7032 7598 746.1 759.8 764.7 | 7699 781.5 785.2 792.1
57 Corporate and foreign bonds . | 8192 ] 10264 | 121271 13854 | 134741 1,385.4 | 1,452.3 | 149351 152781 1,569.6 | 1,602.2
S8 Mortgages............ainn .o 2,2898 | 2,617.0 | 2,953.8 | 3,247.2| 3,166.7 | 3,247.2| 3,307.4 | 3,378.1| 3,447.3| 3,519.8 | 3,568.9

601.8 659.8 692.7 743.7 7202 743.7 741.7 756.7 771.0 790.6 775.4
652.7 719.1 720.3 758.3 743.3 758.3 769.7 785.8 800.3 815.6 812.4
358.5 384.9 438.8 513.6 484.6 513.6 543.1 561.1 569.6 579.2 598.0
638.6 691.1 750.2 795.6 776.5 795.6 811.1 822.6 810.2 816.5 817.5

59 Consumer credit ..
60  Bank loans n.e.c. .
61  Open market paper ..
62 Otherloans.............. ... covivvnn
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1.60 SUMMARY OF CREDIT MARKET CLAIMS, BY HOLDER
Billions of doltars, except as noted; period-end levels.
1988 1989 1990
Transaction category, or sector 1985 1986 1987 1988
03 Q4 Qi Q2 03] Q4 ol
1 ‘Total funds advanced in credit markets to domestic
nonfinanciat sectors. . ................. . ... ... 6,795.1| 7,631.2| 8,335.0| 9,080.8 | 8,856.6 | 9,080.8 | 9,240.7 | 9,415.1 | 9,591.5 | 9,806.5 | 9,987.4
By public ugencies und foreign
2 Totalheld. ... i 1,460.5] 1,794.71 2,044.9] 2,196.5] 2,130.2 ] 2,196.5] 2,252.4 | 2,258.2 | 2,315.7 | 2,385.3 | 2,400.4
3 U.S. government securi 4238 493.2 563.3 648.3 613.3 648.3 661,2 638.7 664.7 678.5 665.0
4 Residential mortgages . 518.2 712.3 862.0 900.4 8733 9004 9272 951.2 99,9 | 1,044.6 | 1,074.6
S FHLRB advances to thrif 88.8 108.6 133.1 152.8 141.6 152.8 163.8 161.9 151.1 14].8 132.9
6 Other loans and securities ..................... 429.7 480.5 486.6 495.0 502.1 495.0 500.3 506.4 509.0 520.5 5279
7 Total held, by type of lender ..................... 1,460.5 | 1,794.7] 2,044.9| 2,196.5| 2,130.2 | 2,196,5 | 2,252.4 | 2,258.2 | 2,315.7 | 2,385.3 | 2,400.4
8  U.S. government 246.7 253.3 238.0 212.7 226.3 212.7 208.3 207.9 205.3 206.3 209.5
9 Sponsored credit agen ind mortgage pool 659.8 869.81 1,048.9| 1,113.0}) 1,0701.2] LUI3.0} LISL.1| 1,154.6 | 1,192.6 | 1,243.1 [ 1,266.4
16 Monetary authority ...................... . 186.0 205.5 230.1 240.6 230.8 240.6 235.4 238.4 227.6 233.3 224.4
I Foreign. . ..o s 367.9 466. 1 5279 630.3 601.9 630,3 657.6 657.3 690.1 702.7 700.1
Agency and foreign debt not in line 1
12 Sponsored credit agencies and mortgage pools ... 6327 844.2 [ 1,026.5| 1,098.4| 1,054.6 | 1,098.4 | 1,140.8 | 1,166.5 | 1,202.6 | 1,254.1 | 1,282.5
I3 Foreign......... ..o 2347 236.4 242.9 249.8 246.1 249.8 249.5 249.7 255.2 259.4 264.1
Private domestic holdings .
14 Total private holdings ........................... 6,202.1F 69171 7,559.5( 8,232.5| 8,027.2 | 8,232.5 | 8,378.5( 8,573.1 | 8,733.6 | 8,934.8 | 9,133.6
IS U.S. government securities Sl 180320 2,160,661 2,418.5) 2,562.8 | 2,500.3 | 2,562.8 | 2,630.3 ] 2,688.5 | 2,737.2 | 2,838.3 | 2,971.6
16 State and local obligations . 655.5 679.1 713.2 759.8 746.1 759.8 764,7 769.9 781.5 785.2 792.1
{7 Corporate and foreign bond 517.6 6011.3 689.6 87.2 770.6 787.2 808.7 439.6 866.3 291.0 912.7
I8  Residential mortgages .. .. 1,185.11 1,254.71 1,350 1,560.2 ] 1,525.5] 1,560.2 | 1,5783 | 1,614.5} 1,635.5 | 1,645.4 | 1,656.4
19 Other mortgages and l()dn:s ................. 2,129.7] 2,330.01 2,520.1| 2,715.2| 2,626.3 | 2,715.2 | 2,760.2 | 2,822.5 | 2,864.2 | 2,916.8 | 2,933.7
20 Lrss: Federal Home Loan Rank advances. . ... .. 88.8 108.6 133.1 152.8 141.6 152.8 163.8 161.9 151.1 141.8 132.9
Private financial intermediation
21 Credit market claims held by private financial
institutions . 3.1 6,025.7] 6,604.6| 7,167.5| 7,002.71 7,167.5] 7,306.9 | 7,461.0 | 7,546.1 | 7,703.9 | 7,833.1
22 Commercial banking . 1,978.9) 217631 2,313.1) 24684 ) 2,421.6 ] 2,468.4 ) 2,490.9] 2,538.2 ) 2,588.6 | 2,645.5 | 2,680.9
23 Savings institutions ........ . oo 1,191.2| 1,297.9 1,445.5( 1,567.7| 1,535.2( 1,567.7 | 1,565.5 | 1,556.1 [ (,526.2 | 1,478.7 { 1,446.9
24 Insurance and pension fund. 1,369.7] 1,544.3| 1,755.2 1,953.3| 1,901.9 [ 1,953.3 | 2,007.0 [ 2,050.9 | 2,085.2 1 2,136.4 | 2,173.8
25 Otherfinance.............. ... i, 7434 1,007.1| 1,090.7) (780 1,044.0 [ 11780 1,243.5 | 1,315.7 | 1,346.1 | 1,443.4 | 1,531.5
26 Sourcesof funds. ... i 5,283.1( 6,025.7( 6,604.61 7,167.5| 7,002.7| 7,167.5} 7,306.9 ] 7,461.0 | 7,546.1 | 7,703.9 | 7,833.1
27 Private domestic deposits and RP; .. 2.930.0] 3,188.41 3,324.8] 3,560.2 | 3,480.0 | 3,560.2 | 3,584.1 ] 3.631.0 | 3,69%0.3 | 3,767.8 | 3,808.0
28 Creditmarketdebt, ... ......... .. ... ... ... 580.5 719.5 859.0 985.7 941.9 985.7 | 1,050.5 | 1,063.5 [ 1,060.2 [ 1,073.2 | 1,068,9
20 OMher SOUTCES «ouvivn e i 1,772.7] 2,117.9| 2,420.8 | 2,621.5[ 2,580.7 | 2,621.5| 2,672.3 | 2,766.5 | 2,795.6 | 2,862.9 | 2,956.1
30 Foreign funds . . 56 18.6 62.2 7.5 52.0 7158 61.8 50.0 55.7 59.9 57.9
31 Treasury balances.......... 258 27.5 21.6 29.0 342 29.0 13.5 34.4 30.3 25.6 18.5
32 Insurance and pension reserves e 1,284 1 1,427.90 1,597.21 1,761.81 1,722.3 [ 1,761.8 | 1,811.2 | 1,844.9 | 1,863.9 | 1,909.2 | 1,943.5
3 Other,met. oo 451.8 643.9 739.6 759.2 772.4 759.2 785.7 837.2 345.6 868.3 936.2
Private domestic nonfinancial investors
34 Credit market claims ... ... 1,499.51 161081 (813.9[ 2,050.7| 1,966.4 [ 2,050.7 | 2,122.1 [ 2,175.6 | 2,247.8 | 2,304.1 | 2,369.5
35  U.S. government securitie 814.7 99. [ 992,01 1,077.8( 1,022.3 | 1,077.8( 1,109.8 1 1,132.3 } 1,186.1 | 1,227.8 } 1,285.8
36 Tax-exempt obligations . 2319 211.2 256.8 303.7 289.0 303.7 307.2 308.8 316.3 319.5 313.2
37 Corporate and foreign bonds 8.0 77.8 102.2 93.9 106.1 93.9 125.7 135.4 141.0 147.5 158.3
38 Open market paper........ .. 131.0 136.4 160.7 2009 185.8 200.9 208.0 218.0 2214 210.6 206.5
39 Other.. ... e 283.8 286.2 302.3 374.5 363.2 374.5 371.3 381.0 383.0 398.6 405.7
40 Deposits and currency. ... oo 3,120.4| 339921 3,553.9| 3,791.9| 3,710.3 [ 3,791.9 | 3,819.2 | 3,879.9 | 3,927.8 | 4,018.6 | 4,058.2
41 Currency........ 171.9 186.3 205.4 220.1 213.4 220.1 220.7 226.4 224.4 2318 233.8
42 Checkable deposits. . .......... 422,5 517.4 514.0 525.3 495.9 525.3 492.8 494.0 485.0 525.9 500.9
43 Smali time and savings accounts. 1,831.91 1,948.3] 2,017.1) 2,156.5] 2,137.3| 2,156.5 | 2,168.9 } 2,189.3 | 2,224.4 | 2,256.7 | 2,297.5
44 Money market fund shares. . ... 227.3 265.6 292.8 315.6 303.6 315.6 340.3 359.9 389.2 400.4 434.0
45 l.arge time deposits ... .. 339.9 328.5 355.2 395.9 384.7 395.9 412.5 417.2 421.8 416.9 409.2
46 Sccurity RPs ........... e 108.3 128.5 145.7 166.9 158.6 166.9 169.6 1707 169.8 167.9 166.5
47 Deposits in foreign countries ............. ... 18.5 24.5 23.7 1.6 16.8 (1.6 14.4 22.5 13.1 19.1 16.4
48 Total of credit market instruments, deposits, and
CUIFENCY . vveetvn e e et 4,619.9| 5010.0) 5,367.8) 5,842.6) 5,676.7) 5,842.6 | 5941.3 ) 6,055.5] 6,175.6 | 6,322.7 | 6,427.7
49 Public holdings as percent of total . ....... ..., 20.8 22.8 23.8 23.5 23.4 235 23.7 234 23.5 23.7 23.4
50 Private financial intermediation (in percent) .. 85.2 87.1 87.4 87.1 87.2 87.4 87.2 87.0 86.4 86.2 85.8
51  Total foreign funds................. ..o 37135 484.7 590.2 7018 653.8 701.8 719.4 707.3 7459 7616 T58.0
Memo: Corporate equities not included above
52 Total market value . .................. ... .. ..... 2,823.9/( 3,360.6f 3,325.0] 3,620.3) 3,577.6| 3,620.3 | 3,731.8 | 4,072.4 | 4,398.9 | 4,382.4 | 4,335.2
53 Mutualfund shaves. .................. ... ... 240.2 413.5 460.1 478.3 478.1 478.3 486.3 514.8 539.7 551.9 548.5
S4  Otherequities ...t iiiieiniiciianes 2,583.71 2.947.1 28649} 3,142.0( 3,099.5| 3,142.0 | 3.245.4 | 3,557.7 | 3,859.2 | 3,830.6 ] 3,786.6
55  Holdings by financial institutions ... ..., 8300 972,41 101381 L86.11 Lieno!l 118611 1,2534 1 (L3663 | 1,500.5 | 1,505.0 | 1,476.4
56 Other holdings. ........cvvvviinrninieienns 2,023.9] 2.388.4( 2311.2] 2.4342] 2417.6 | 24342 | 2.478.4 | 27062 | 2.898.4 | 2.877.4 2,858.7

NOTES BY LINE NUMBER,

t. Line | of table 1.59.
2. Sum of lines 3-6 or 7-10.

32. Excludes net investment of these reserves in corporate equities.

33. Mainly retained earnings and net miscellaneous habilities.
34. Line 14 less line 21 plus line 28.

6. Includes farm and commercial morigages.

12. Credit market debt of federally sponsored agencies, and net issues of
federally related morigage pool securities.

14, Line | less line 2 plus line 12 and 13. Also line 21 less line 28 plus line 34.
Also sum of lines 29 and 48 less lines 41 and 47.

19. Includes farm and commercial mortgages.

27. Line 40 less lines 41 and 47.

28. Excludes equity issues and investment company shares. Includes line 20.

30. Foreign deposits at commercial banks plus bank borrowings from foreign
affiliates, less claims on foreign affiliates and deposits by banking in foreign banks.

31. Demand deposits and note balances at commercial banks.

35-39. Lines 15-19 less amounts acquired by private finance plus amounts

borrowed by private finance. [Line 39 includes mortgages.

41. Mainly an offset to line 10.

48. [.ines 34 plus 40, or linc 14 less line 29 plus 4] and 47,

49. Line 2/line 1 and (3.

50. 1.ine 2)line 14,

51, Sum of lines 11 and 30.

52-54. Includes issues by linancial institutions.

Notk. Full statements for sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Stop 95, Division of
Research and Statistics, Baard of Governors of the Federal Reserve System,
Washington, D.C. 20551,
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2.10

NONFINANCIAL BUSINESS ACTIVITY Selected Measures'

1977 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1989 1990

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

Measure 1987 1988 1989
| Industrial production (1987 = 100) ........ 100.0 105.4 108.1 107.7
Market groupings

2 Products, total (1987 = 100).. 100.0 105.3 108.6 108.1
3 Final, total (1987 = 100)....... 100.0 105.6 109.1 108.5
4 Consumer goods (1987 = 100). 100.0 104.0 106.7 107.3

5 Equipment (1987 = 100)..... 100.0 107.6 112.3 110.1

6 Intermediate (1987 = 100) .| 100.0 104.4 106.8 106.9

7 Materials (1987 = 100)..............c.v0e 100.0 105.6 107.4 107.1

Industry groupings
8 Manufacturing (1987 = 100).............. 100.0 105.8 108.9 108.4
Capacity utilization (percent)?

9  Manufacturing. ... 81.4 83.9 83.9 82.9
10 Construction contracts (1982 = 100)*...... 164.8 166.4 170.8" 180.0
t1 Nonagricultural employment, total® ....... 1239 | 128.0 | 131.6 | 1324
12 Goods-preducing, total ...| 1015 103.7 105.3 105.2
13 Manufacturing, total 96.7 98.6 99.6 99.2
14 Manufacturing, production- worker ... | 91.9 93.9 94.8 9.1
15 Service-producing..................... 1333 138.2 142.7 143.8
16 Personal income, total........... L) 2350 252.8 275.4
17 Wages and salary disbursements. . 226.3 244.4 264.7
18 Manufacturing. . ...... g 183.8 196.5 207.3 2111
19 Disposable yersonal income” . 213.6 2280 240.7
20 Retail sales®.................. 113.6 1183 124.0

Prices’
21 Consumer (1982-84 = 100)............. 113.6 118.3 124.0 125.
22 Producer finished goods (I982 = 100) . 105.4 108.0 113.6 114,

108.1 108.6 107.8 108.5 108.9° | 108.7 109.3 109.8
108.9 109.7 108.4 109.4 110.17 | 109.6” 110.4 111.0
109.4 110.3 108.5 109.7 110.77 1 110.2 111.2 112.0
107.4 108.3 106.0 107.0 107.5" | 106.9” 107.5 108.2
112.0 112.9 111.8 113.3 114.9 114.5 116.1 116.9
107.3 107.9 108.0 108.4 108.2" | 107.8" 108.0 108.0
107.0 106.9 106.2 107.1 107.17 | 107.2° 107.6 107.8
108.9 108.8 108.1 109.6 109.8" | 109.3” 110.2 110.7

283.9 288.5 291.6 g
276.5 | 278.1 280.8 n.a
209.1 209.2 208.1 2103 212.1 211.4 213.6 n.a
281.2 2824 285.4 287.4 | 2899 290.3 290.9 n.a
243.7 242.8 249.6 249.7 | 248.7 246.3" | 2449
125.9 126.1 127.4 128.0 128.7 128.9 129.2 129.9
114.9 115.4 117.6 117.4 117.0 117.0 117.7 117.9

I, A major revision of the industrial producuon index and the capacity
utilization rates was released in Apnl 1990. See *‘Industrial Production: 1989
Developments and Historical Revision'' in the Federal Reserve Bulletin, vol. 76
(April 1990), pp. 187-204. The revised indexes for January through June 1985 were
shown in the cptember Bulletin.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce, and other sources.

3, Index of dollar value of total construction contracts, including residential,
nonresidential and heavy engineering, from McGraw- Hill Information Sys!ems
Company, F. W. Dodge Division.

4, Based on data in Employment and Earnings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

S. %ased on data in Survey of Current Business (U.S. Department of Com-
merce,

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal adﬂustmem as published in Monthly Labor Review.
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.S. Department of Labor,

NoTE. Basic data (not index numbers) for series mentioned in notes 4, 5,and 6,
and indexes for series mentioned in notes 3 and 7 may also be found in the Survey
of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.



Selected Measures A47
2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.
1989 1990
Category 1987 1988 1989
Nov Dec Jan Feb. Mar.” Apt. May Juane
HousedoLb SURVEY DATA
i Noninstitutional pnpulmlonl ................ 185,010 | 186,837 | 188,601 | 189,238 | 189,381 | 189,506 | 189,607 | 189,717 | 189,844 | 189,983 | 190,122
2 Labor force (including Armed Forces)!...... 122,122 | 123,893 | 126,077 | 126,709 | 126,762 | 126,610 | 126,825 | 127,017 | 127,061 127,159 | 126,981
3 Civilian labor force.......... ... 119,865 | 121,669 | 123,869 | 124,488 | 124,546 | 124,397 | 124,630 | 124,829 | 124,886 125,004 | 124,836
Employment
4 Nonagricultural industries®. .. .......... 109,232 | 111,800 | 114,142 | 114,676 | 114,691 | 114,728 | 114,957 | 115,133 | 114,983 115,045 | 115,041
5 Agriculture. .. ... ..o ,208 3,169 . s 3,197 3,134 3,079 3,200 N , 3,348
Unemployment
6 NUMBET. . ..o vt eini i 7,425 6,701 6,528 6,652 6,658 6,535 6,594 6,495 6,770 6,653 6,447
7 Rate (percent of civilian labor force) ... . 6.2 5.5 53 5.3 5.3 5.3 5.3 5.2 5.4 53 52
8 Not in labor force...............oooivni, 62,888 | 62,944 | 62,524 | 62,529 | 62,619 | 62,896 | 62,782 | 62,700 [ 62,783 62,824 | 63,141
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payroli employment® .. ... ... 102,200 | 105,584 | 108,573 | 109,452 | 109,570 | 109,931 | 110,304 | 110,427 | 110,401" | 110,757 | 110,797
10 Manufacturing 19,024 19,403 19,611 19,517 19,489 19,355 19,452 19,423 19,403 19,376 19,345
11 Mining........... 717 72t 722 737 739 745 749 751 755 758 760
12 Contract construction . . ... 4,967 5,125 5,302 5,355 5,304 5,418 5,485 5,432 53237 5,306 5,292
13 Transportation and public utilities 5,372 5,548 5,703 5,753 5,834 5,850 5,865 5,875 5,875 5,894 ,909
14 Trade. ..........voviiininnns 24,327 25,139 25,807 26,044 26,029 26,154 26,126 26,127 26,147 26,171 26,171
15 Finance. . 6,547 6,676 6,814 6,871 6,885 6,896 6,916 6,922 6,921 6,929 6,933
16 Service ..., . 24,236 25,600 26,889 27,345 27,419 27,557 27,709 27,783 27,763 27,847 27,963
17 Government...........c.cooviiiiiiiinan, 17,010 17,372 17,726 17,830 17,871 17,956 18,002 18,114 18,214" 18,476 18,424

1. Persons 16 years of age and over. Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
population figures. Based on data from Employment and Earnings (U.S. Depart-

ment of Labor).

2. Includes self-employed, unpaid family, and domestic service workers.

3. Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and
exclude proprietors, self-employed persons, domestic servants, unpaid family
workers, and members of the Armed Forces. Data are adjusted to the March 1984
benchmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Depariment of Labor).
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

1989 1990 1989 1990 1989 1990
Series
Q3 Q4 Qr Q2 Q3 Q4 Qi Q2 Q3 Q4 Qv Q2
Qutput (1987 = 100) Capacity (perceat of 1987 output) Utilization rate (perceat)}
1 Total industry ......................co... 108.1 108.1 108.3 109.3 128.8 129.5 130.3 131.2 84,0 83.5 83.1 83.3
2 Mining. ..o 100.8 100.6 101.3 102.3 116.7 116.1 115.7 115.2 86.4 86.7 87.6 88.8
JUtilites . ..o 106.2 110.6 105.7 107.4 125.5 125.7 126.0 126.4 84.6 88.0 839 85.0
4 Manufacturing. . ................ el 108.9 108.7 109.2 110.1 130.2 13t.1 132.1 133.2 83.7 82.9 82.6 82.7
5 Primary processing............ 106.4 106.1 106.4 106.2 122.7 123.4 124.2 124.9 86.7 85.9 85.7 85.0
6 Advanced processing 1t0.1 109.9 110.5 112.0 133.7 134.7 135.8 137.0 82.4 81.6 81.4 81.7
Previous cycle? Latest cycle® 1989 1990
High Low High Low June Oct. Nov. Dec. Jan. Feb. Mar.” Apr.” May” June
Capacity utilization rate (percent)
7 Total industry ........ 89.2 72.6 87.3 71.8 84.6 83.3 83.5 83.7 82.7 83.2 83.4 83.0 83.3 83.5
8 Mining............... 94.4 88.4 96.6 80.6 85.8 86.5 87.1 86.3 87.8 87.3 87.5 89.6 89.1 87.8
9 Utilities.............. 95.6 82.5 88.3 76.2 84.8 85.5 86.2 92.3 84.8 82.5 84.2 84.1 84.6 86.3
10 Manufacturing........ 88.9 70.8 87.3 70.0 84.4 82.9 83.0 82.8 82.0 83.0 82.9 82.3 82.7 82.9
11 Primary processing. ... | 92.2 68.9 89.7 66.8 87.0 86.6 86.1 85.2 85.7 86.1 85.2 84.9 84.9 85.2
12 Advanced processing.. | 87.5 72.0 86.3 71.4 83.2 81.4 81.7 81.8 80.5 81.7 82.0 81.3 81.9 82.0

1. These data also appear in the Board’s G.3 (402) release. For address, see

inside front cover.

2. Monthly high 1973; monthly low 1975.

3. Monthly highs 1978 through 1980; monthly lows 1982.



2.13 INDUSTRIAL PRODUCTION

Monthly data are seasonally adjusted

Indexes and Gross Value!

Selected Measures

A49

1987 . 1989 1990
. pro- 989
Groups por- | avg,
tion June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar” | Apr. | May” | June®
Index (1987 = 100)
MAJOR MARKET'
| Total index...................coviunn 100.0 | 108.1 | 108.4 | 107.8 | 108.2 | 108.2 | 107.7 | 108.1 | 108.6 | 107.5 | 108.5 | 108.9 | 108,7 | 109.3 | 109.8
2 Products. . ... 60.8 | 108.6 | 109.1 | 108.2 | 108.5 | 108.8 | 108.1 | 108.9 | 109.7 | 108.4 | 109.4 | 110.1 | 109.6 | 11¢.4 | 111.0
3 Final products........ .. 46.0 | 109.1 | 109.8 | 108.7 | 109.1 | 109.6 | 108.5 | 109.4 | 110.3 | 108.5 | 109.7 | 110.7 [ 110.2 | 111.2 | 112.0
4 Consumer goods. ......... 26.0 | 106.7 | 106.3 | 105.2 | 105.6 | 106.3 | 107.3 | 107.4 | 108.3 | 106.0 | 107.0 | 107.5 | 106.9 | 107.5 | 108.2
S Durable consumer goods . . 5.6 | 107.9 | 108.4 | 105.6 | 105.8 [ 107.6 | 106.8 | 105.7 | 106.8 | 99.4 | 106.2 | 110.8 [ 107.1 | 109.8 | 112.1
6 Automotive products. . .. 2.5 11069 1 1067 | 101.1 | 103.2 1 1049 | 102.9 1 102.4 | 1045 | 852 ) 99311093 11023 | 108.0 | 112.4
7 Autos and trucks . . ... 1.5 | 105.7 | 106.2 97.1 | 101.1 | 103.1 99.7 98.4 | 100.1 66.3 92.7 | 107.7 958 | 105.6 [ 112.9
8 Autos, consumer ... 911012 [ 1005 | 89.3 | 9511020 | 100.7 ] 92.8 | 92.6 | 62.1 | 869 | 1005 | 87.7 | 96.8 | 103.8
9 Trucks, consumer ..., . 6 0 13,3 [ 1157 | 1101 | 111.3 | 105.0 | 98.2 | 108.0 | 112.6 | 73.3 | 102.3 | 120.0 | 109.3 | 120.4 | 128.3
10 Auto parts and allied goods 1.0 | 108.7 | 107.4 | 107.0 | 106.3 [ 107.4 | 107.6 | 108.2 | 111.2 [ 113.6 | 109.4 | 111.6 | 112.2 | 1116 | 1115
11 Other .........cocviiiin 3.1 (1087 | 1098 | 109.2 | 107.9 | 109.8 | 109.8 | 108.4 | 108.6 | 110.6 | 111.6 | 112.0 | 1109 | 111.2 | 111.9
12 Appliances, A/C, and TV . B[ 106.7 | 110.5 | 107.5 | 106.5 | 109.3 | 107.6 | 102.0 | 101.0 | 108.4 | 107.8 | 108.1 | 104.4 | 103.8 | 105.6
13 Carpeting and furniture. . , . 911015 | 102.1 | 1010 | 98.1 | 1009 | 101.1 | 100.4 | 102.0 | 103.7 | 104.7 | 105.9 | 106.5 | 106.3 | 106.5
14 Miscellaneous home goods 1.4 1145 | 114.3 | 115.4 | 114.8 | 1158 | 116.6 [ 117.1 | [17.1 | 116.2 | 1182 | 118.0 | 117.3 | 118.5 | 118.9
15 Nondurable consumer goods. . . 20,4 | 106.4 | 105.8 | 105.1 | 105.6 | 106.0 | 107.4 | 107.8 | 108.7 | 107.8 | 107.2 | 106.6 | 106.9 | 106.8 | 107.2
16 Foods and tobacco ....... 9.1 1 104.2 | 103.0 | 102.2 | 103.3 | 103.7 | 105.6 | 105.8 { 106.4 | 105.5 | 106.2 | 105.8 | 105.6 | 105.4 [ 104.9
17 Clothing .........o.ooveen 2.6 [ 101.6 | 102.3 [ 101.4 [ 100.3 | 101.6 | 101.9 | 100.1 | 99.4 | 100.6 | 99.6 | 97.0 | 963 | 96.7 | 96.4
18 Chemical produc e 3.51109.4 11098 ) 109.6 } 110.) | 107.8 } 110.3 | 110.3 | 310.3 ) 1127 ) 112.0 ) 111.0 | 133.5 | 113.2 | 113.7
19 Paper products 25 1 1143 [ 1129 | 13,0 | 1141 | 116.2 | 117.2 | 118.1 | 116.9 | 116.2 | 117.6 | 116.4 | 116.0 | 116.9 | 117.6
20 Energy . 2.7 1 106.7 | 106.1 | 105.2 | 104.7 | 106.0 | 106.0 | 108.0 | £15.2 | 107.9 | 101.5 | 103.1 | 104.0 | 103.6 | 106.5
21 Fuels. . 7 102.8 | 103.0 | 104.5 | 102.3 | 103.4 | 103.1 | 103.0 | 100.5 | 105.1 | 106.6 | 101.8 | 101.6 99.3 | 102.7
22 Residen 2.0 | 108.) | 107.2 | 105.5 | 105.6 | 106.9 | 107.0 | 109.8 | 120.7 { 109.0 99.6 | 103.6 | 105.0 | 105.2 | 107.9
23 Equipment, total ...................... 200 | 123 [ 1143 ] 113.2 | 113.6 | 113.8 ] 110.1 | 112.0 | 1129 | 111.8 | 113.3 | 1149 | 114.5 | 1161 | 1169
24  Business equipment.................. 13.9°1 119.1 | 121.4 | 119.9 | 120.4 | 120.7 | 116.0 | 118.7 | 119.9 | 118.0 { 120.1 | 122.2 | 121.4 | 123.4 | 124.6
25 Information processing and related .. 5.6 [ 1217 1 124.0 | 122.7 | 122.0 [ 123.7 | 119.9 [ 123.5 | 124.0 | 124.0 | 124.7 | 126.0 [ 125.8 | 126.5 | 127.3
26 Office and computing ............ L9 [ 137.2 ] 139.1 | 137.1 | 139.3 [ 141.8 | 132.8 [ 140.0 | 142.7 | 142.7 | 1443 | 147.2 | 148.3 | 148.4 [ 148.9
27 Industrial . ........coociiiiiiiennns 4.0 | 113.8 | 114.9 | 1151 | 113.8 { 113.8 | 112.4 | 1134 { 112.8 | 113.5 { 113.4 | 1139 | 114.2 } 1158 | 115.6
28 Transit 2.5 1123.8 | 1283 | 123.8 | 128.4 | 127.0 | 1129 | 117.0 | 123.4 | 111.4 { 122.7 | 130.6 | 126.3 | 132,5 | 137.2
29 Autos and trucks . 12 [ 103.9 [ 1029 | 959 | 101.6 | 103.1 | 97.6 | 98.0 | 97.6 | 69.6 | 91.7 | 104.5 [ 952 | 1057 | 112.3
30 Other ... ... 1.9 [ 1165 | 117.4 | 116.4 | 118.6 | 119.1 | 1163 | [17.8 | 118.5 | 118.7 | 117.4 | 117.8 [ 117.6 | 118.8 | 119.0
31  Defense and space equipment......... 541 974 | 983 | 987 989 | 989 9.6 96.7| 96.6| 97.5| 976 | 975 97.2 | 97.5| 974
32 Oil and gas well drilling .. ............ .6 93.7 96.7 95.3 95.3 97.3 97.3 99.9 | 100.3 98.3 | 100.1 | 106.0 | 114.3 | 118.6 | 122.7
33 Manufactured homes................. 2| 923 928 | 86.5] 89.5| 87.5] 879 | 894 | 91.6 | 91.6| 943 | 929 | 897 | 913 | 90.0
34 Intermediate products, total ............ 14.7 | 106.8 | 106.7 | 106.7 | 106.4 | 106.3 | 106.9 | 107.3 | 107.9 | 108.0 | 108.4 | 108.2 | 107.8 | 108.0 | 108.0
35  Construction supplies ................ 6.0 1 106.1 | 106.2 | 106.5 | 105.5 | 105.2 | 106.3 [ 107.0 | 107.4 | 107.9 | 108.2 | 107.3 | 106.5 | 106.0 | 105.5
36  Business supplies.................... 8.7 | 107.3 | t07.0 | 106.8 | 106.9 | 107.0 | 107.3 | 107.5 | 108. 108.0 | 108.5 [ 108.9 | 108.6 | 109.3 | 109.7
37 Materials, total . ..............0nnn 39.2 | 7.4 | 107.6 | 107.3 | 107.8 | 107.4 | 107.1 | 107.0 | 106.9 | 106.2 | 107.1 | 107.1 | 107.2 | 107.6 | 107.8
38 Durable goods materials. .. 19.4 [ 1106 [ 1121 F 1115 | 12,0 | 112.0 | 110.8 | 110.8 | 110.4 | 109.4 | 110.8 | 110.9 | 110.6 | 112.0 | 112.5
39 Durable consumer parts . 4.2 | 109.0 | £10.3 | 107.7 | 109.2 | 108.8 | 106.9 | 105.7 | 102.5 96.5 | 102.8 | 1045 | 102.5 | 107.5 | 108.1
40 Equipment parts........ 7.3 1147 [ 1150 | 115.0 | 115.6 | 115.5 [ 114.4 | 1153 | 1158 | 116.5 | 117.6 | 117.6 | 117.4 | 117.4 | 117.9
41 ther ............. 7.9 1 110.2 | 1104 | 110.4 | (104 | 110.6 | 109.5 | 109.4 | 109.5 | 109.7 | 108.7 | 108.1 | 108.7 | 109.4 | 109.9
42 Basic metal materials . 2.8 ) M2.0 | 1119 ] 113,01 § (13,0 | 112.9 | 111.0 | 108.6 | 109.3 | 108.5 | 109.9 | 107.5 | 110.0 | 109.3 | 110.4
43 Nondurable goods mate; 9.0 | 105.3 | 105.5 | 106.7 | 105.7 | 104.2 | 106.1 | 104.9 | 104.3 | 105.4 | 105.8 | 105.2 | 106.0 | 105.0 | 105.7
4 Textile materials, ... .... 1.2 998 1 103.2 | 104.9 | 102.1 99.6 98.6 96.1 95.8 94.6 96.2 94.9 95.9 96.4 97.2
45 Pulp and paper mater 1.9 1 103.8 | 102.4 | 104.8 | 103.6 | 104.1 | 107.7 | 104.6 | 103.7 | 105.0 | 105.3 | 103.0 | 106.0 | 104.2 | [04.6
46 Chemical materials . .. 3.8 | 1064 | 1065 | 108.2 | 107.3 | 104.5 | 106.8 | 105.8 | 103.8 | 105.8 | 107.3 | 107.5 | 107.4 | 106.0 | 107.5
47 Other ..ot 2.1 1 107.6 {1079 | 106.8 | 107.0 | 106.5 | 107.5 | 108.4 | 110.4 | 110.9 | 108.8 { 108.7 | 108.9 | 108.6 | 108.2
48  Energy materials .. 10.9 | 101.4 | 101.0 | 100.1 | 101.7 | 101.6 | 101.3 { 101.9 | 102.7 | 101.2 | 101.7 | 102.0 | 102.2 | 101.8 | 101.2
49 Primary energy 7.2°1 99.9 | 100.8 [ 100.0 [ 102.5 | 100.7 [ 99.8 | 100.5 | 99.0 | 101.1 | 102.1 | 101.2 1 100.9 | 99.8 | 98.4
50 Converted fuel materials ........... 3.7 | 1043 | 101.7 | 100.4 | 100.4 | 103.6 | 104.2 | 104.5 | 110.0 | 101.4 | 100.9 | 103.4 | 104.7 | 105.8 | 106.8
51 Total excluding autos and trucks ........ 97.3 | 108.2 [ 108.6 | 108.2 | 108.4 | 108.4 | 108.0 | 108.4 | 108.9 | 108.6 | 108.9 | 109.0 | 109.0 | 109.4 | 109.7
52 Total excluding motor vehicles and parts... | 95.3 | 108.3 | 108.7 | 108.3 | 108.5 | 108.5 | 108.1 | 108.6 | 109.1 | 109.0 | 109.2 | 109.2 | 109.3 | 109.6 | 109.9
53 Total excluding office and computing
machines ............ooiiiiiiann 97.5 | 107.4 | 107.7 | 107.1 | 107.5 | 107.4 | 107.1 | 107.3 | 107.7 | 106.6 | 107.6 | 108.0 | 107.7 | 108.3 | 108.8
54 Consumer goods excluding autos and

brueks oo 24.5 1 106.8 | 106.3 | 105.7 | 105.9 | 106.5 | 107.7 | 107.9 | 108.8 | 108.4 | 107.8 | 107.5 | 107.6 | 107.6 | 107.9
55 Consumer goods excluding energy....... 23.3 | 106.7 | 106.3 | 105.2 | 105.8 | 106.4 | 107.4 | 107.3 | 107.5 | 105.8 | 107.6 | 108.0 | 107.3 | 107.9 | 108.4

56 Business equipment excluding autos and
LFUCKS v 127 | 1206 | 123.2 | 1223 | 1223 | 122.4 | 117.8 | 120.7 | 122.1 | 122.8 | 1229 | 124.0 | 124.0 | 125.2 | 125.8

57 Business equipment excluding office and
computing equipment ............. 12,0 | 116.2 | 118.6 { 117.2 | 117.4 | 117.3 | 113.3 | 115.0 | 116.2 | 1140 | 1162 | 1182 [ 117.1 | 119.4 | 120.6
58 Materials excluding energy ............. 28.4 ] 109.6 | 110.0 | 110.0 | 110.0 | 109.5 | 109.3 | 108.9 | 108.4 | 108.1 | 109.2 | 109.1 [ 109.1 | 109.8 | 110.3

1. The following series in major market groups will no longer be published:
consumer staples, nonfood staples, business and defense equipment, general

business supplies, commercial energy products, and textile, paper, and chemical
materials.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value' —Continued

1987 1989 1990
. SIC pro- 1989
Groups code por- avg.
tion June | July | Aug. | Sept. | Oct. | Nov. | Dec. | Jan. | Feb. | Mar.” { Apr. | May” | June®
Index (1987 = 100)
MAJOR INDUSTRY
| Totalindex................|....... 100.0 | 108.1 | 108.4 | 107.8 | 108.2 | 108.2 | 107.7 | 108.1 | 108.6 | 107.5 | 108.5 | 108.9 | 108.7 | 109.3 | 109.8
2 Manufacturing . . ..... 84.4 | 108.9 | 109.3 | 108.6 | 109.1 { 109.1 | 108.4 | 108.9 | 108.8 | 108.1 | 109.6 | 109.8 | 109.3 | 110.2 [ 110.7
3 Primary processing ... 26.7 | 106.4 | 106.3 { 106.8 | 106.6 | 105.8 | 106.6 | 106.2 | 1053 | 106.2 | 106.9 | 106.0 | 105.9 | 106.1 | 106.6
4 Advanced processing . 57.7 { 110.¢ | 110.7 | 109.5 | 110.2 | 110.6 | 109.3 | 110.1 } 110.4 } 109.0 | 110.9 | 1t1.7 | 111.0 | 112.2 | 112.7
S Duruble.................|[....... 47.3 1 1109 | 1118 | 110.6 | 111.3 | 111.5 | 109.4 | 110.1 | 110.4 | 108.6 | 110.7 | 111.9 | 110.9 | 112.4 | 113.0
6 Lumber and products . . . 24 2.0 | 103.0 | 103.5 | 102.8 | 102.4 | 102.6 { 103.2 | 104.8 | 106.4 | 106.0 | 104.3 | 105.0 | 103.3 | 102.9 | 101.1
7 Furniture and fixtures . . . 25 1.4 | 105.3 | 107.0 | 104.9 | 104.5 | 105.7 | 105.6 | 104.4 | 105.1 | 105.1 | 104.8 | 105.9 | 107.6 | 108.3 | 108.5
8 Clay, glass, and stone
products. .. ... 32 2.5 1080 { 1080 | 1062 | 107.8 | 106.5 | 107.7 | 108.2 | (08.6 | 110.0 | 108.0 { 107.7 | 104.6 | 106.0 | 105.8
9 Primary metals. . .. 3311092 | 108.7 [ 108.8 | 111.7 | 109.9 | 108.6 | 104.8 | 102.6 ; 105.0 | 107.9 | 105.4 | 106.4 | 105.4 | 106.4
10 lron and steel . 1.9 | 109.3 | 107.1 | 107.5 | 109.8 | 109.7 | 109.2 | 104.1 { 100.3 | 104.6 | 110.6 | 106.1 | 106.7 | 104.5 | 105.1
1" Raw steel .. 1] 1085 | 110.2 | 109.7 | 106.8 | 102.9 | 106.4 | 100.6 | 97.6 | 109.9 | 109.0 | 1059 | 104.9 | 1076 |......
12 Nonferrous.......... 1.4 | 109.0 [ 110.9 | 110.4 | 114.0 | 109.8 | 107.6 | 105.8 | 105.8 | 105.6 | 104.0 | t04.3 | 105.9 | 106.6 | 108.3
13 Fabricated metal products .. . 5.4 1 107.2 | 1083 { 107.6 | 106.5 | 106.0 | 105.9 } 106.9 } 106.3 | 105.1 | 105.6 | 105.5 | 105.0 | 106.9 | 106.7
14 Nonelectrical machinery. . ... 8.6 | 1218 | 123.4 | 121.6 | 121.8 | 123.4 | 119.0 | 122.9 | 123.8 | 123.7 | 124.2 | 125.2 | 1254 | 126.4 | 126.6
15 Office and computing
machines . ... 357 2.5 | 137.2 | 1391 [ 137.1 | 139.3 | 141.8 | 132.8 | 141.0 | 142.7 | 142.7 | 144.3 | 147.3 | 148.3 | 148.4 | 1489
16 Electrical machinery 36 8.6 | 109.5 | 109.1 | 108.6 | 110.6 | 110.8 | 110.2 | 110.1 | 110.1 | 110.1 } 111.0 | 112.3 } 111.1 | t11.6 | 111.9
17 Transportation equipment . . . 37 9.8 | 107.2 | 109.0 | 106.6 | 107.8 | 108.0 | 102.1 | 102.8 | 104.4 94,7 | 103.5 | 107.9 | 105.1 | 109.1 | 111.4
18  Motor vehicles and parts . . 371 4,7 | 104.9 | 105.0 99.6 | 102.7 | 103.2 99.7 99.0 98.7 76.8 94.1 | 103.5 95.8 | 103.8 | 108.2
19 Autos and light trucks.....b ... ... 23 110501053 959 | 100.2 | 1029 | 999 | 976 901 657 | 918 | 1067 | 94.5 [ 1046 {......
20  Aerospace and miscel-
laneous transportation
equipment ........... 372-6,9 5.1 ] 1093 | 1126 | 113.0 | 112.4 | 112.3 | 1043 | 1063 | 109.6 | 111.0 | 111.9 | 111.9 | 113.5 | 113.9 | 114.3
21 Instruments ............... 38 33 | 1164 | 1183 | 118.5 | 116.4 | 116.2 | 116.1 | 1156 | 114.8 | 116.0 | 116.2 | 1157 | 1154 | 116.8 | 117.9
22 Miscellaneous manufactures . 39 1.2 ] 1149 § 116.1 | 1159 | 116.5 | 116.2 | 116.9 | 117.0 | 116.4 | 117.0 | 118.1 | 118.6 | 117.8 | 119.2 | 119.4
23 Nondurable .............0....... 37.2 | 106.4 | 1062 | 106.1 | 106.2 | 1060 | 107.2 | 107.3 | 106.7 | 107.5 | 108.3 [ 107.2 | 107.3 | 107.4 | 107.8
24 Foods ..... 20 88 | 105.5 | 104.2 | 104.0 | 104.8 | 1054 | 106.8 | 107.4 | 108.0 | 106.8 | 107.4 | 107.t 106.8 | 106.7 | 106.5
25 Tobacco product: 21 1.0 99.7 | 100.4 94.2 95.0 93.3 99.7 98.8 98.5 | 101.3 ¢ 102.3 | 100.0 99.0 97.5 95.0
26 Textile mill products 22 1.8 | 101.9 | 102.4 | 104.2 | 101.5 | 10L.5 | 101.9 99.3 99.8 | 100.6 | 103.0 99.8 | 100.7 | 101.7 | 102.6
27 Apparel products . . . 23 2.4 | 1043 | 1052 { 104.4 | 104.7 | 104.5 | 103.9 | 103.7 | 102.6 | 102.4 | 102.1 99.8 98.8 99.2 99.1
28 Paper and products .. ... 26] 3.6 | 1032 1 101.8 | 104.1 { 103.0 | 102.2 | 105.3 | 104.1 | 103.4 | 103.8 | 105.0 | 102.8 | 105.3 | 103.9 | 104.9
29 Printing and publishing . . 27 6.4 | 108.5 | 108.6 | 106.6 | 107.8 | 109.4 | 109.3 | 109.6 | 109.6 { 110.7 | 112.1 | 111.4 | t11.1 | 112.4 | 113.0
30 Chemicals and products . 28( 8.6 | 108.5 | 109.1 [ 109.7 | 109.6 | 107.5 | 109.4 | 109.8 | 107.6 | 109.9 | 110.5 | 109.5 | 110.3 | 109.5 | 110.5
3t Petroleum products.. . . .. 29 1.3 | 106.1 | 106.6 | 108.2 | 107.0 |{ 108.7 | 106.9 | 109.3 | 104.3 | 108.6 | 112.0 | 109.1 | 107.7 | 106.3 | 108.6
32 Rubber and plastic
products........... 30 3.0 | 108.9 | 1059.0 | 109.0 | 109.0 | 108.5 | 108.8 | 109.1 | 110.1 | 110.7 | 109.1 | 109.8 | 108.9 | 111.0 | 111.4
33 Leather and products . .. 3 311037 | 102.2 | 103.7 | 103.2 | 103.5 | 102.2 99.4 | 103.0 | 104.3 | 102.9 | 103.3 | 102.3 | 103.6 | 102.3
34 Mining............oooo e, 7.9 | 100.5 | 1004 | 1000 | 100.7 | 101.6 | 100.7 | 101.2 | 100.1 | 101.7 | 101.0 | 101.1 | 103.3 | 102.6 | 101.0
35 10 3| t4t.4 | 1433 1 1517 | 1443 | 1454 | 1432 | 1459 | 155.5 | 1448 | 143.4 | 141.4 | 150.5 | 150.5 | 154.1
36 11,12 1.2 ] 1057 | 100.3 | 101.1 | 103.1 | 109.6 | 109.9 { 108.1 | 103.5 | 114.1 | 111.9 | 112.9 | 114.2 | 110.0 | 107.6
37 Oil and gas extraction . . . 13 571 9551 963 949 963 | 959 943 [ 955 | 94.0 | 944 | 94.1 946 | 96.4 | 965 | 945
38 Stone and earth
minerals . .......... 14 7| 1139 | 1150 [ 1168 | 113.3 } 114.1 | 118.0 | 115.8 | 119.7 | 121.2 | 120.0 | 116.5 | 120.4 | 119.1 | 120.1
39 Utilities. ...l 7.6 | 107.1 | 106.3 | 106.6 | 106.2 | 105.9 | 107.4 | 108.3 | 116.1 | 106.8 | 104.0 | 106.2 | 106.2 | 106.9 | 109.2
40 Electric ..|4913PT 6.0 { 108.1 | 107.6 [ 108.5 | 108.1 | 107.1 | 109.7 { 109.5 { 116.3 | 108.3 | 107.1 | 109.7 § 109.3 | 109.8 | 112.2
41 Gas ..o 492,3PT 1.6 | 103.0 | 101.8 99.3 99.2 | 101.0 9.1 | 103.9 | 115.6 | 101.2 92.3 93.3 94.8 96.1 97.9
42 Manufacturing excluding
motor vehicles and
TS ) 79.8 | 109.2 | 109.6 | 109.2 | 109.5 | 109.5 | 1089 | 109.4 | 109.3 | 109.9 | 110.5 | 1102 | 110.5 | 1109 |......
43 Manufacturing excluding
office and computing
machines ..........0....... 82.0 | 108.1 | 108.5 | 107.8 | 108.2 | 108.1 | 107.7 | 107.9 | 107.7 | 107.1 | 108.6 | 108.7 | 108.4 | 109.3 |......
Gross value (billions of 1982 dollars, annual rates)
MAJOR MARKET
44 1,894.4 | 1,869.0 | 1,883.7| 1,894.3 | 1,878.3 | 1,896.9 | 1,905.5 | 1,863.6 | 1,903.3 | 1,922.6 | 1,903.8 | 1,921.0 { 1,942.5
45 1,485.6 | 1,459.6 | 1,475.3 | 1,486.2 | 1,465.6 | 1,482.8 | 1,492.5 | 1,447.9 [ 1,488.3 | 1,507.5 | £,490.6 | 1,507.1 | 1,528.3
46 878.5| 868.9| 870.1| 878.8( 883.2| 889.0| 898.6| 864.3( 888.6| 893.4| 881.8| 887.5| 899.7
47 i 607.11 5908 60531 607.5( 5824 593.8| 5940 58361 5998 614.1| 60B8{ 6195 6286
48 Intermediate 408.81 409.3( 408.4( 408.1| 412.7] 414.1| 413.0| 415.7| 4150 4151 413.3| 413.9| 414.2

NOTE. Mining and utilities series is no longer published

1. These data also appear in the Board's G.12.3 (414) release. For address, see

inside front cover.

A major revision of the industrial production index and the capacity
utilization rates was released in July 1985. See ‘A Revision of the Index of

Industrial Production’”

and accompanying tables that contain revised indexes

(1977=100) through December 1984 in the Federal Reserve Bulletin, vol. 71 (July
1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September Bulletin.



2.14 HOUSING AND CONSTRUCTION

Selected Measures A5l

Monthly figures are at seasonally adjusted annual rates except as noted.

1989 1990
Item 1987 1988 1989
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr.” May
Private residential real estate activity (thousands of units)
New Unirts
1 Permits authorized 1,535 1,456 1,339 1,334 1,310 1,362 1,364 1,416 1,739 1,297 1,232 1,108 1,065
2 Ifamily.......... ..o 1,024 994 932 933 946 959 984 984 985 974 912 813 802
3 2-or-more-family 511 462 407 401 364 403 380 432 754 323 320 295 263
4 Started ... 1,621 1,488 1,376 1,325 1,263 1,423 1,347 1,273 1,568 1,488 1,307 1,216 1,205
S {-family.,...... . 1,146 1,081 1,003 987 269 1,023 1,010 931 1,099 l, 154 996 898 893
6  2-or-more-family 474 407 373 338 294 400 337 342 469 334 3N 38 312
7 Under construction, end of pcrmd . 987 919 850 901 892 894 881 886 892 900 887 880 861
8 I-family...... 591 570 535 565 565 565 558 567 571 575 567 562 549
9  2-or-more-family 397 350 315 336 327 329 323 31y 321 325 320 318 312
106 Completed ................... ... 1,669 1,530 1,423 1,437 1,366 1,317 1,486 1,302 1,443 1,351 1,378" 1,293 1,353
1 1-family. . 123 1,085 1,026 1,037 959 987 1,078 933 1,031 1,041 1,037" 937 990
12 2- 0r-more~fn\mlly ................ 546 445 396 400 407 330 408 369 412 310 3417 356 363
13 Mobile homes shipped............. 233 218 198 194 186 190 189 189 195 200 193 189 191
Merchant builder activity in
1-family units
14 Numbersold ..................... 672 675 650 719 638 636 687 633 613 606 559 530 532
15 Number for sale, end of period’ . ... 366 367 362 364 364 363 363 362 365 66 363 362 358
Price (thousands of dollars )
Median
16 Unitssold...................... 104.7 113.3 120.4 122.9 120.0 123.0 125.0 125.2 125.0 126.9 119.9 133.4 128.5
Average
17 Unitssold...................... 127.9 139.0 148.3 158.6 151.1 147.8 151.4 154.3 151.7 150.9 1448 154.2 150.4
EXISTING UNITS (1-family)
18 Numbersold ................... .. 3,530 3,594 3,439 3,440 3,510 3,490 3.560 3.560 3,520 3,400 3,400 3,330 3,300
Price of units sold
(thousands of dollars)*
19 Median ... o 85.6 89.2 93.0 95.8 93.8 92.4 93.1 92.5 96.3 95.2 96.3 95.6 95.6
20 AVErage ... 106.2 112.5 118.0 121.6 118.3 116.7 117.9 118.1 120.0 118.3 119.5 117.8 118.7
Value of new construction’ (millions of dollars)
CONSTRUCTION
21 Total putinplace ................. 410,209 |422,076" [432,068" |433,934" |433,4307 | 429,277" |433,381" | 431,995 | 445,959" 1455,571" |457,272" | 447,209 | 445,635
22 Private. .., P 319,641 [327,1027 | 333,514 |334,955" (332,087 | 332,1317 | 329,847 |325,011” [ 338,078" [343,118" [347,366" | 342,749 | 336,584
23 Residential....... .. 1194,656 | 198,101 {196,551" |195,577"|192,98( | 192,087 | 190,855 } 189,636 | 200,149 (203,013 | 206,868" | 204,105 { 199,718
24  Nonresidential, total ............ 124,985" {129,001” | 136,963 | 139,378" [ 139,107" | 140,044" | 138,992" 1 135,375" [ 137,929" | 140,105" | 140,498" | 138,644 | 136,866
Buildings
25 Industrial .................. 13,707 | 14,931 18,5067 | 19,3847 | 19,976" | 19,175 | 19,1347 [ 18,8637 | 19,680" | 21,072" | 21,086" | 21,017 ] 20,752
26 Commercial . .. 58,104 | 59,389" | 59,8747} 59,279" | 61,353 | 59,627" | 57,090 | 57,376" | 58,748" | 57,210°| 55,498 | 53,958
27 Other............... NS 17,278 | 17,848 | 18,976" | 18,696" | 17,8687 | 18,160" [ 16,6127 | 17,706" | 16,964" | 17,646 | 18,145 | 18,157
28 Public utilities and other 5 38,6887 | 41,2207 | 41,1447 | 41,1567 | 41,648" | 42,0717 ] 42,8107 | 43,167" | 43,3217 | 44,556"| 43,984 | 43,999
29 Public ... 90,5667 | 94,9717 98,551 | 98,979" (101,343 | 97,146" | 103,534" | 106,984 | 107 881" | 112,453" | 109,906" | 104,460 | 109,052
30 Military . 4,327 3,579 3,507 1,804’ 4,942 | 2,076 3,664 3,552 3,838" 3,886" 5,099 3,702 3,965
31  Highway.................... | 26,9587 | 30,1407 | 29,5027 | 29,2331 29,696 | 28,426" | 30,3767 | 33,4507 | 31,901" | 37,018 | 32,3747 | 29,864 [ 30,946
32 Conservation and development . . . 55197 4,726" | 49697 | 5,034"| 5,186 | 4,953 | 4916 5,371 519271 5,559 | 4,996" 5,009 5,129
33 Other.............ooiiiia 53,7627 | 56,526" | 60,560" | 60,908" 61 51971 61,6917 | 64,578" | 64,6117 | 66,9507 | 65, 990" 67,437 ] 65,885 69 012

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly
comparable with data in previous peri iods because of changes by the Bureau of the
Census in its estimating techniques. For a description of these changes see
Construction Reports (C-30-76-5), issued by the Bureau in July 1976.

Note. Census Burcau estimates for all series except (1) mobile homes, which
are private, domestic shipments as reported by the Manufactured Housing
Institute and seasonally adjusted by the Census Bureau, and (2) sales and prices
of existing units, which are published by the National Association of Realtors. All
back and current figures arc available from the originating agency. Permit
authorizations are those reported to the Census Bureau from 16,000 jurisdictions
beginning with 1978.
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

Change from 12 Change from 3 months earlier . .
months earlier (at annual rate) Change from 1 month earlier
Index
level
Item 1989 1990 1990 June
1989 1950 1990
June June
Sept. Dec. Mar., June Feb.” Mar." Apr. May June
CoNSUMER PrICEs®
(1982-84=100)
T AIEtemS . ... 52 4.7 2.3 4.9 8.5 35 5 5 2 2 5 129.9
2 Food ... ...... 6.3 5.6 36 5.5 11.4 2.1 .5 3 -2 .0 8 132.0
3 Energy items ... 8.8 .5 -12.6 39 14.8 -2.0 -7 -.8 ~.4 -7 .6 99.5
4 All items less food and energy. . 4.5 4.9 35 4.7 7.5 3.9 .5 7 2 3 4 134.8
5  Commodities ............... e 34 33 1.3 34 7.8 7 1.0 5 Al A 1 123.2
6 SEIrviCeS ...t 5.1 58 4.5 5.7 7.2 55 4 N 4 4 6 141.6
PrODUCER PRICES
(1982=100)
7 Finished goods ......................... 6.1 3.1 4 5.0 6.7 7 0 -3 -3 3 2 117.9
8  Consumer foods ... RN 5.6 5.0 7 2.4 9.5 -1.9 N -7 -.6 6 —.4 124.5
9  Consumer gnergy ... 16.4 -3.7 -15.3 -5.3 24.0 -13.8 ~4.5 2.8 -1.7 ~1.0 -9 67.6
10 Other consumer goods. . 5.3 3.8 2.3 4.2 35 5.1 4 3 .1 .5 i 128.8
11 Capital equipment..................... 4.3 2.9 4.4 2.0 3.4 23 4 2 2 0 4 122.3
12 Intermediate materials® .................. 5.1 N -7 -4 2.5 -1.1 -7 .0 0 —-.1 -2 112.8
13 Excludingenergy ...............cco.... 4.9 0 -7 -1.0 1.3 3 —.1 3 .1 1 -1 120.5
Crude materials
14 Foods .......oovvviiiiiiiiii e 2.9 3.1 -2.2 19.2 8.7 -11.2 6 .8 —.8 ~2.5 4 115.2
15 Energy . vl 10.7 -10.3 ~7.0 13.2 1.0 ~39.2 4 -4.7 -7.8 2.1 -6.2 69.5
16 Other...........oviiiiviiiiinnnns 5.1 -.6 .6 -15.3 4.3 10.6 -.8 2.0 22 1.0 -.6 137.1
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.
1989 1990
Account 1987" 1988" 1989"
QY Q3 Q4 QY Q2
GRross NATIONAL ProDUCT
T Total o e 4,515.6 4,873.7 5,200.8 5,174.0 5,238.6 5,289.3 53754 5,451.6
By source
2 Personal consumptmn expendnurcs FS N 3,009.4 3,238.2 3,450.1 3,425.9 3,484.3 3,518.5 3,588.1 3,619.5
3 Durable goods ..... 4234 457.5 474.6 473.6 487.1 4712 492.1 479.6
4 Nondural %le goods 1,001.3 1,060.0 1,130.0 1,127.1 1,137.3 1,148.8 1,174.7 1,171.5
S SEIVICES vt e e 1,584.7 1,720.7 1.845.5 1,825.1 1,859.8 1,898.5 1,921.3 1,968.4
6 Gross private domestic investment ... 699.5 747.1 771.2 776.7 775.8 762.7 747.2 772.4
7  Fixed investment ............ 674.2 720.8 742.9 744.0 746.9 737.7 758.9 741.2
8 Nonresidential ....... 444.9 488.4 511.9 5114 518.1 5t1.8 523.1 513.5
9 Structures ............ ..., 133.7 139.9 146.2 144.2 147.0 147.1 148.8 146.9
10 Producers’ durable equipment . 311.2 348.4 365.7 367.2 371.0 364.7 374.3 366.6
11 Residential structures ................ oL 226.3 2325 231.0 2327 228.9 2259 2359 227.7
12 Change in business inventories ......................c.o. .. 28.3 26.2 28.3 327 28.9 25.0 —11.8 31.2
13 NODIATIN .« v 323 29.8 233 261 26.2 24.1 -17.0 30.1
14 Net exports of goods and services ........... ..., ~114.7 =741 ~46.1 -51.3 —49.3 ~35.3 -30.0 -27.0
IS Exports 449.6 552.0 626.2 628.8 623.7 642.8 661.3 661.7
16  Imports 564.3 626.1 672.3 680.0 673.0 678.1 691.3 688.7
17 Government purchases of goods and services 921.4 962.5 1,025.6 1,022.7 1,027.8 1,043.3 1,070.1 1,086.7
I8 Federal ... ...ocoivniiiiiiiiiiiii i .. 381.3 380.3 400.0 402.5 399.2 399.9 410.6 420.7
19 Stateandlocal ... ... ... 540.2 582.3 625.6 620.2 628.6 643.4 659.6 666.0
By major type of prodict
20 Finalsales, total ... ... ... . 4,487.3 4,847.5 5,172.5 5,141.3 5,209.7 5,264.3 5,387.2 5,420.5
21 1,788.4 1,935.1 2,072.7 2,079.4 2,050.2 2,085.9 2,111.0 2,147.1
22 780.5 860.2 906.7 904.6 922.1 907.4 919.9 936.3
23 1,007.9 1,074.9 1,166.1 1,174.9 1,168.1 1,178.6 1,191.2 1,210.8
24 2,292.4 2,488.6 2,671.2 2,639.2 2,693.3 2,747.5 2,791.3 2,844.0
25 4349 450.0 456.9 455.3 455.0 455.9 473.0 460.5
26 Change in busmess INVENLOTIES ... ..\ vttt 28.3 26.2 28.3 32.7 28.9 25.0 ~11.8 312
27 Durable goods ................. 229 19.9 11.9 8.4 6.6 13.2 -21.6 12.2
28 Nondura%le goods 5.4 6.4 16.4 243 222 11.9 9.8 8.9
MEMO
29 Total GNP in 1982 dollars .........................oovivint 3,845.3 4,016.9 4,117.7 4,112.2 4,129.7 4,133.2 4,150.6 4,163.2
NATIONAL INCOME
30 TOtAl ..ottt 3,660.3 3,984.9 4,223.3 4,216.8 4,232.1 4,267.1 4,350.3 n.a
31 Compensation of employees .............. ... 2,686.4 2,905.1 3,079.0 3,062.6 3,095.2 3,128.6 3,180.4 3,229.1
32 Wagesand salaries ................. 2,249.7 2,431.1 2,573.2 2,560.0 2,586.6 2.612.7 2,651.6 2,693.3
33 Government and government enterprises .................. 419.4 446.6 476.6 473.2 479.9 486.7 497.1 505.5
kL (0T O NN 1,830.3 1,984.5 2,096.6 2,086.9 2.106.7 2,126.0 2,154.5 2,187.8
35  Supplement to wages and salaries ............. ... 436.6 474.0 505.8 502.6 508.6 515.9 528.8 535.9
36 Employer contributions for social insurance ............... 227.2 248.5 263.9 262.6 265.1 268.4 276.0 279.4
37 Other faborincome . ............c.ooiviiiiiiiiiiin, 209.4 225.5 241.9 239.9 243.5 247.5 252.8 256.4
38 Proprietors’ income! ... .. 323.4 354.2 3793 379.6 368.1 381.7 404.0 402.8
39  Business and professional’ 280.6 310.5 330.7 329.1 329.5 336.0 346.6 352.1
40 Farm! ... oo 428 43.7 48.6 50.5 38.7 45.7 57.4 50.7
41 Rental income of PErsons? ... ........uoueeiieiiiiiannn. 13.7 16.3 8.2 9.7 5.8 4.1 5.5 4.4
42 Corporate profits' PR R TR 308.3 337.6 311.6 321.4 306.7 290.9 296.8 n.a.
43 Profits before tax” .............. ..., 275.3 316.7 307.7 314.6 291.4 289.8 296.9 n.a.
44  Inventory valuation adjustment -19.4 -27.0 -21.7 ~23.1 6.1 —~14.5 —11.4 1.8
45  Capital consumption adjustment 52.4 47.8 25.5 29.9 21.4 15.6 1.3 79
46 NetINIErest . ... ottt it s 328.6 371.8 445.1 443.4 456.2 461.7 463.6 470.0

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after-tax profits, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Business {Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.
1989 19%0
Account 1987 1988" 1989"
QY Q¥ Q¥ Qr (871
PERSONAL INCOME AND SAVING
1 Total personal income ..............ccooiiiiiiiiiiiiiiiis 3,766.4 4,070.8 4,384.3 4,362.9 4,402.8 4,469.2 4,562.8 4,623.4
2 We(l:gc and salary disbursements ............... 2,249.7 2,431.1 2,573.2 2,560.0 2,586.6 2,612.7 2,651.6 2,693.3
3 ommodity-producing industries 649.9 696.4 720.6 719.3 722.3 721.4 724.6 729.3
4 Manufacturing ..... 490.3 524.0 541.8 541.4 543.2 540.9 541.2 547.9
5 Distributive industries 531.8 572.0 604.7 602.6 607.1 614.6 627.0 636.9
6 Service industries ............ .. i e 648.5 716.2 771.4 764.9 777.4 790.0 802.9 821.7
7 Government and government enterprises .................... 419.4 446.6 476.6 473.2 479.9 486.7 497.1 505.5
8 Other laborincome ....... ... 209.4 225.5 241.9 239.9 243.5 247.5 252.8 256.4
9 Proprietors’ income_ ...... i 3234 354.2 3793 379.6 168.1 3817 404.0 402.8
10 Business and professional 280.6 310.5 330.7 329.1 329.5 336.0 346.6 352.1
11 Farm' ... 42.8 43.7 48.6 50.5 38.7 45.7 57.4 50.7
12 Rental income of persons® . 13.7 16.3 8.2 9.7 5.8 4.1 5.5 4.4
13 Dividends ............... 91.8 102.2 114.4 113.2 1157 118.2 120.5 122.9
14 Personal interest income 501.3 547.9 643.2 642.1 655.2 664.9 670.5 681.3
15 Transfer payments ..............ooiorniiiniiieiiiiaiin., 549.9 587.7 636.9 630.2 6418 655.9 680.9 686.2
16  Old-age survivors, disability, and health insurance benefits ... 282.9 300.5 3253 321.9 3283 334.1 347.2 347.1
17 Less: Personal contributions for social insurance ............ 1729 194.1 212.8 212.0 214.0 2158 2229 2239
18 EQUALS: Personal inCOME ........c.vviuiiriiorininaeecneenss 3,766.4 4,070.8 4,384.3 4,362.9 4,402.8 4,469.2 4,562.8 4,623.4
19  LEss: Personal tax and nontax payments .................... 571.6 591.6 658.8 665.5 659.5 669.6 675.1 693.7
20 EqQuaLs: Disposable personalincome .................co0eh 3,194.7 3,479.2 3,725.5 3,697.3 3,743.4 3,799.6 3,887.7 3.929.6
21  LEess: Personaloutlays ...t 3,102.2 3,333.6 3,553.7 3,528.5 3,588.8 3,625.5 3,696.4 3,728.5
22 EQUALS: Personal saving .. .........ooviiiiiiininnniiini i, 92.5 145.6 171.8 168.9 154.5 174.1 191.3 201.2
MEMO
Per capita (1982 dollars)
23 Gross national product ... . ..ooiiiiiiiiiii it 15,759.4 16,302.4 16,550.2 16,554.8 16,578.5 16,546.0 16,575.9 16,586.5
24  Personal consumption expenditures .| 10,310.7 10,578.3 10,678.5 10,649.4 10,739.9 10,688.2 10,692.1 10,658.2
25  Disposable personal income .................. 10,946.0 11,368.0 11,531.0 11,492.0 11,538.0 11,541.0 11,586.0 11,571.0
26 Saving rate (Percent) ............ i 29 4.2 4.6 4.6 4.1 4.6 49 5.
GRoss SAVING
27 Grosssaving . ...... . . i 555.5 656.1 6915 697.9 692.4 674.8 664.8 na
28 Gross private Saving .........c.oovriuiitiniiieiiriiiiiiiais 662.6 751.3 779.3 770.3 776.0 786.4 795.0 n.a.
29 Personal saving ............ 92.5 145.6 171.8 168.9 154.5 174.1 191.3 201.2
30 Undistributed corporate profits' 83.2 91.4 53.0 58.5 539 39.8 36.7 n.a.
31 Corporate inventory valuation adjustment ,.................... -194 -27.0 -21.7 -23.1 —6.1 -14.5 ~11.4 1.8
Capital consumption allowances
32 COrPOTALe ...\ i\vivni e i i 303.2 2.1 346.4 341.1 351.6 356.5 356.7 359.5
33 NONCOTPOTALE .. oo vv vttt sieat s nans 183.8 192.2 208.0 201.8 2159 216.0 210.3 211.6
34 Government surplus, or deficit (—), national income and
product accounts .. -107.1 —95.3 -87.8 -72.4 —83.6 -111.6 ~-130.2 n.a.
35 Federal ............... -158.2 -141.7 -134.3 —-122.7 -1317 —150.1 —168.3 n.a.
36 Stateandlocal ...l e 51.0 46.5 46.4 50.3 48.1 38.5 38.1 n.a.
37 Grossinvestment ............ ...ty 544.9 627.8 674.4 677.6 676.1 671.8 665.6 693.8
38 Gross private dOMestic ...t 699.5 747.1 771.2 776.7 775.8 762.7 747.2 772.4
39 Net fOreign ....ovvviiit i i —154.6 -119.2 —96.8 ~99.1 —-99.7 -%0.9 -81.6 -78.6
40 Statistical discrepancy................... . oo ~10.6 —28.2 -17.0 -20.3 -16.2 =30 0.7 n.a

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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Millions of dollars; quarterly data are seasonally adjusted except as noted.'
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1989" 1990
{tem credits or debits 1987 1988” 1989"
ot Q2 Q3 Q4 Qr
1 Balance on current aCCOURt . .. «.\vvve it vunireneearienens —162,315 | —128,862 | —110,035 -27,104 —28,649 -27,591 —26,692 —22,941
2 Notseasonally adjusted .............ooociiiiinan e Lo e —22,961 —27,528 -31,620 -27,926 —19,164
3 Merchandise trade balance® —159,500 | —126,986 | 114,864 —28,093 ~28,222 ~29,803 —28,746 -26,371
4 Merchandise exports .. .. 250,266 320,337 360,465 88,267 91,111 89,349 91,738 96,044
5 Merchandise imports . . —409,766 | —447,323 | —475,329 } ~116,360 | ~119,333 | —119,152 | —120,484 | —122,415
6  Military transactions, net -3,530 —5,452 -6,319 -1,763 ~1,66 -1,114 -1,776 -1,370
7  Investment income, net....... 5,326 1,610 -913 465 ~1,957 1 561 608
8  Other service transactions, net .......... 9,964 16,971 26,783 5,842 6,203 6,839 7,900 7,681
9  Remittances, pensions, and other transfers .. —4,299 —4,261 —3,758 —999 —-962 -909 —889 —874
10 U.S. government Brants ............c.vuivuiiiiiienana.ns -10,276 —-10,744 —10,963 —2,556 —2,044 -2,621 -3,742 ~2,615
11 Change in U.S. government assets, other than official
reserve assets, net (increase, ~)........ocooviiiiiinin 997 2,969 1,185 962 -303 574 -47 ~486
12 Change in U.S. official reserve assets (increase, —).......... 9,149 -3,912 —25,293 —4,000 —12,095 —5,996 -3,202 -3,177
13 Gold, ... 0 0 0 0 1] 0 0 0
14 Special drawing rights (SDRs).................. -509 127 ~535 —188 68 =211 —204 ~247
15 Reserve position in International Monetary Fund. . 2,070 1,025 471 316 —159 3137 =23 234
16 Foreign currencies . .......c..vvvvuiniiiiineiaeiinnnns 7,588 —5,064 —25,229 —4,128 —12,004 —6,122 —2,975 —3,164
17 Change in U.S. prlvale fssets abroad (increase, —).......... —73,092 —83,232 | ~102,953 —29,821 11,017 —38,654 —45,496 33,172
18 Bank-reported claims’. P —42,119 —56,322 —50,684 —23,586 26,829 —21,26% —32,658 45,655
19 Nonbank-reported Llalms . e 5,324 —2,847 1,391 1,851 —2,384 1,877 47 | ..o
20 U.S. purchase of foreign secu , net . ~5,251 —~7,846 -21,938 2,062 ~6,144 —-9,623 4,109 —4,871
21 U.S. direct investments abroad, ne( ...................... -31,046 -16,217 -31,722 —6,024 —7,284 —9,639 —8,776 —-7.612
22 Change in foreign official assets in United States (increase,
.................... 45,210 39,515 8,823 7,797 —4,961 13,003 -7.016 —8,825
23 U S Treasury securities . 43,238 41,741 4,630 -9,726 12,771 -7,342 —5,874
24  Other U.S. government obhgauo S .. 1,564 1,309 L, 383 721 ~97 190 569 ~531
25  Other U.S. government liabilities® ... ..., .. -2,503 =710 =200 470 =350 412 ~368
26  Other U.S. liabilities reporlgd by U.S. banks 3,918 -319 4, 940 2,191 3,820 —251 —~820 -1,926
27  Other foreign official assets”. ............... e - 1,007 —2,506 1,835 455 572 643 165 ~126
28 Change in foreign private assets in United States (increase,
7S 173,260 181,926 205,829 60,605 7,755 61,133 76,336 —18,665
29  U.S. bank-reported liabilities® . 89,026 70,235 61,199 17,486 —20,806 27,845 36,674 ~-28,125
30 U.S. nonbank-reported lmbl]mes 2,863 6,664 2,867 3,717 —407 ~2,175 B732 | ..ol
31 Foreign private purchases of U.S. Treasury securities, net . —17,643 20,239 29,951 9,323 2,339 12,618 5,671 —864
32 Foreign purchases of other U S. securities, net............ 42,120 26,353 39,568 8,73t 9,574 10,470 10,793 2,732
33 Foreign direct investments in United Sta!es net........... 46,894 58,435 72,244 21,348 17,055 12,375 21,466 7.592
34 Allocation of SDRS ... ..ot 0 0 0 0 0 0
35 Discrepancy.......o.oo.ovauns . 6,790 —8,404 22,443 —8,439 27,236 —2,469 6,117 20,922
36  Owing to seasonal adjustments ..............oooovoreane [ connnnnnn [ oo o 3,093 —1,697 —4,953 3,560 3,116
37  Statistical discrepancy in recorded data before seasonal
adjustment . ... . e 6,790 —8,404 22,443 —11,532 28,933 2,484 2,558 17,806
MEMO
Changes in official assets
38  U.S. official reserve assets (increase, —).................. 9,149 -3,912 —25,293 —4,000 —12,095 -5,996 -3,202 -3,177
39  Foreign official assets in United States (increase, +)
excluding line 25. ...l 47,713 40,225 8,491 7,997 —5,431 13,353 ~7,428 —8,457
40 Change in Organization of Petroleum Exporting Countries
official assets in United States (part of line 22
ADOVE) . et i e e —9,956 —2,996 10,713 7,100 460 4,532 -1,3719 2,976

BL Secasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and
38-41.

2. Data are on an international accounts (1A) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of coverage and timing. Military
exports are excluded from merchandise data and are included in line 6.

3. Reporting banks include all kinds of depository institutions besides commer-
cial banks, as well as some brokers and dealers.

4. Primarily associated with military sales contracts and other transactions

arranged with or through foreign official agencies.

S. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.

NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business
(Department of Commerce).
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U.S. FOREIGN TRADE!

Millions of dollars; monthly data are seasonally adjusted.

3.1

Item 1987 1988 1989"

1989

Nov.” Dec.” Jan.” Feb.” Apr.” May”

1 EXPORTS of domestic and foreign
merchandise excluding grant-aid
shipments, f.a.s. value............. 254,073 322,427 363,812

GENERAL IMPORTS including
merchandise for immediate
consumption plus entries into
bonded warehouses

2 Customs value...................... 406,241 440,952 473,211

Trade balance

3 Customs value .................cc... —152,169 | —118,526 | —109,399

30,618 31,262 31,372 31,576 33,266 32,058 32,786

40,531 38,058 41,570 38,672 41,636 39,364 40,518

-9,913 —6,796 -10,198 -7,096 —8,37¢ -1,306 -7,731

1. The Census basis data differ from merchandise trade data shown in table
3.10, U.S. International Transactions Summary, for reasons of coverage and
timing. On the export side, the largest adjustment is the exclusion of military sales
(which are combined with other military transactions and reported separately in
the *‘service account’” in table 3.10, line 6). On the import side, additions are made
for gold, ship purchases, imports of electricity from Canada, and other transac-

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

tions; military payments are excluded and shown separately as indicated above.
As of Jan. 1, 1987 census data are released 45 days after the end of the month; the
previous month is revised to reflect late documents. Total exports and the trade
balance reflect adjustments for undocumented exports to Canada.

SOURCE. FT900 **Summary of U.S. Export and Import Merchandise Trade'’
{Department of Commerce, Bureau of the Census).

1989 1990
Type 1986 1987 1988
Dec. Jan. Feb. Mar. Apr.? May” June?
| 7 48,511 45,798 47,802 74,609 75,506 74,173 76,303 76,283 77,028 77,298
2 Gold stock, including Exchange
Stabilization Fund'...... ......... 11,064 11,078 11,057 11,059 11,059 11,059 11,060 11,060 11,065 11,065
3 Special drawing rightsz"‘ ............... 8,395 10,283 9,637 9,951 10,041 10,216 10,092 10,103 10,396 10,490
4 Reserve position in ;mema\iunzﬂ
Monetary Fund” . ................. 11,730 11,349 9,745 9,048 9,173 8,985 8,727 8,687 8,764 8,449
5 Foreign currencies® .. ................. 17,322 13,088 17,363 44,551 45,233 43,913 46,424 46,433 46,803 47,294

1. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13, Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve position

in the IMF also are valued on this basis beginning July 1974.

3. Includes allocations by the Internationai Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million on Jan. 1, 1971; $710 million on Jan. 1,
1972; $1,139 million on Jan. 1, 1979; $1,152 million on Jan. 1, 1980; and $1,093
million on Jan. 1, 1981; plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS!

Millions of dollars, end of period

1989 1990
Assets 1986 1987 1988 5
Dec. Jan, Feb. Mar. Apr. May June
1 Deposits . .ovver e 287 244 347 589 251 309 300 402 309 368
Assets held in custody
2 U.S. Treasury securities” ............... 155,835 195,126 232,547 224,911 225,618 221,798 250,447 252,759 253,691 255,651
3 Earmarked guld3 ....................... 14,048 13,919 13.636 13,456 13,458 13,458 13,458 13,458 13,460 13,433

1. Excludes deposits and U.S. Treasury securities held for international and
regional organizations.

2. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies at face value.

3. Earmarked gold and the gold stock are valued at $42.22 per fine troy ounce.
Earmarked gold is gold held for foreign and international accounts and is not
included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data'
Miltions of dollars, end of period
1989 1990
Asset account 1986 1987 1988
Nov. Dec. Jan. Teb. Mar Apr. May
All foreign countries

1 Total, all currencies ................... 456,628 518,618 508,595 548,074 545,366 §49,368 553,815 535,059 535,886 541,383

2 Claims on United States ............... 114,563 138,034 169,111 195,913 198,835 192,688 188,700 176,095 177,104 182,236

3 Parent bank . 83,492 105,845 129,856 154,825 157,092 149,285 145,156 135,171 133,573 140,763

4 Other banks in United States . 13,685 16,416 14918 15,301 17,042 17,840 18,064 15,511 17,965 15,647

5 Nonbanks ....... 17,386 15,773 24,337 25,787 24,701 25,563 25,480 25,413 25,566 25,826

6 Claims on foreigners ........... 312,955 342,520 299,728 302,525 300,575 307,937 313,934 308,117 307,470 306,015

7 Other branches of parent bank 96,281 122,155 107,179 111,053 113,810 120,359 122,457 120,488 118,835 116,640

B Banks ...........iiiiiiie 105,237 108,859 96,932 95,098 90,703 91,712 94,065 89,837 90,812 90,422

9 Public borrowers . . 23,706 21,832 17,163 16,148 16,456 15,392 15,148 15,973 16,217 16,172
10 Nonbank foreigners ................. 87,731 89,674 78,454 80,226 79,606 80,474 82,264 81,819 81,6066 82,781
11 Otherassels ............covveiiornen. 29,110 38,064 36,756 49,636 45,956 48,743 51,181 50,847 51,312 53,132
12 Total payable in U.S. dollars ........... 317,487 350,107 357,573 380,282 382,414 375,315" | 375,511” 358,543 360,224 363,140
13 Claims on United States ............... 110,620 132,023 163,456 188,105 191,184 184,782 180,738 168,833 169,996 173,899
14 Parent bank 82,082 103,251 126,929 149,908 152,294 144,055 139,920 130,350 129,162 135,223
15 Other banks in United States . 12,830 14,657 14,167 14,543 16,386 17,018 17,187 14,992 17,209 14,818
16 Nonbanks ................ 15,708 14,115 22,360 23,654 22,504 23,709 23,631 23,491 23,625 23,858
17 Claims on foreigners ............. 195,063 202,428 177,685 168,404 169,690 167,722 172,132 167,616 168,419 167,630
18  Other branches of parent bank .. 72,197 88,284 80,736 79,585 82,949 86,114 87,403 85,028 84,930 83,381
199 Banks ... 66,421 63,707 54,884 48,966 48,396 45,385 46,582 43,408 43,814 44,449
20 Public borrowers ... NS 16,708 14,730 12,131 11,446 10,961 10,332 10,529 11,110 11,191 10,912
21 Nonbank foreigners ................. 39,737 35,707 29,934 28,407 27,384 25,89 27,618 28,070 28,484 28,888
22 Other assets ..........coveviuvnn.nn. 11,804 15,656 16,432 23,773 21,540 22,811" 22,6417 22,094 21,809 21,611

United Kingdom
23 Total, all currencies ................... 146,917 158,695 186,838 164,916 161,947 166,915 169,727 167,162 173,127 177,80
24 Claims on United States ............... 24,599 32,518 40,089 44,661 39,212 41,208 40,161 38,809 42,366 43,259
25 Parentbank ............... 19,085 27,350 34,243 40,848 35,847 37,292 36,311 34,648 37,572 39,101
26 Other banks in United States . 1,612 1,259 1,123 1,199 1,058 1,441 1,365 1,301 1,262 747
27 Nonbanks ................ 3,902 3,909 4,723 2,614 2,307 2,475 2,485 2,860 3,532 3,411
28 Claims on foreigners ............. 109,508 115,700 106,388 105,349 107,657 109,837 110,911 109,227 111,175 114,757
29 Other branches of parent bank .. 33,422 39,903 35,625 35,064 37,728 37,701 38,410 39,636 41,613 43,358
30 Banks ... 39,468 36,735 36,765 36,317 36,159 37,668 36,488 34,803 35,224 35,730
31  Public borrowers . 990 4,752 4,019 3,181 3,293 3,128 3,076 3,857 3,980 3,943
32 Nonbank foreigners . 31,628 34,310 29,979 30,787 30,477 31,340 32,937 30,931 30,358 31,726
33 OMher assets . ...ooveinvvrinreniranns 6 810 10,477 10,358 14,906 15,078 15,870 18,655 19,126 19,586 19,875
34 Total payable in U.S. dollars ........... 95,028 100,574 103,503 106,086 103,427 103,038 103,752 101,024 107,483 110,198
35 Claims on United States ............... 23,193 30,439 38,012 41,504 36,404 38,261 37,006 35,752 39,091 39,386
36 Parentbank ................. 18,526 26,304 33,252 39,304 34,329 35,731 34,462 32,697 35,663 36,724
37 Other banks in United States . (,475 1,044 964 861 843 1,118 1,036 1,122 1,041 521
38  Nonbanks ............. . 3,192 3,091 3,796 1,339 1,232 1,412 1,508 1,933 2,387 2,141
39 Claims on foreigners .. . 68,138 64,560 60,472 56,872 59,062 56,939 58,763 57,166 60,165 63,025
40  Other branches of parent bank 26,361 28,635 28,474 26,961 29,872 28,655 30,224 30,421 32,885 34,441
41 Banks ... 23,25) 19,188 18,494 16,884 16,579 16,399 15,984 13,748 14,141 14,635
42 Public borrowers ... v 3,677 3,313 2,840 K 2,371 2,321 2,266 3,074 3,131 3,114
43 Nonbank foreigners ................. 14,849 13,424 10,664 10,623 10,240 9,564 10,289 9,923 10,008 10,835
44 Other assets ............ooevvneeionns 3,697 5,575 5,019 7,710 7.961 7,838 7,983 8,106 8,227 7,787
Bahamas and Caymans

45 Total, all currencies ................ ... 142,592 160,321 170,639 172,762 176,006 167,385 164,908 155,145 150,767 154,851
46 Claims on United States ... 78,048 85,318 105,320 118,037 124,208 117,477 114,263 105,466 102,184 105,617
47  Parentbank ............... 54,575 60,048 73,409 82,605 87,882 79,525 76,475 70,535 65,084 69,807
48 Other banks in United States . 11,156 14,277 13,145 13,185 15,071 15,403 15,827 13,564 15,902 14,079
49  Nonbanks ................ 12,317 10,993 18,766 22,247 21,252 22,249 21,961 21,367 21,198 21,731
50 Claims on foreigners ............. 60,005 70,162 58,393 46,391 44,168 42,610 43,162 42,393 41,467 42,147
51  Other branches of parent bank .. 17,296 21,277 17,954 14,414 11,309 13,371 14,409 13,171 13,306 12,917
S2 Banks L., 27,476 33,751 28,268 21,641 22,611 20,119 19,595 19,370 18,499 19,947
53 Public borrowers ... .. 051 7,428 5,830 5,340 5,217 4,764 4,753 4,684 4,490 4,350
54  Nonbank foreigners ................. 8,182 7,706 6,341 4,996 5,031 4,356 4,405 5,168 5172 4,933
S5 Otherassets .......ioiiiiiiiiiiianen 4,539 4,841 6,926 8,334 7,633 7.598 7,483 7,286 7,116 7,087
56 Total payable in U.S. dollars............ 136,813 151,434 163,518 167,182 170,780 160,832 159,484 150,061 145,994 149,467

1. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for ‘‘shell’” branches

from $50 million 1o $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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1989 1990
[ iability account 1986 1987 1988
Nov Dec. Jan. Feb. Mar. Apr. May
All foreign countries
57 Total, all currencies .................. 456,628 518,618 505,595 548,074 545,366 | 549,368 553,815 535,059 535,886 541,383
S8 Negotiable CDs ..................... 31,629 30,929 28,511 26,555 23,500 23,510 23,620 21,767 24,113 25,061
59 To United States . 152,465 161,390 185,577 190,149 197,239 178,452 181,164 173,674 168,669 169,791
60 Parentbank ,............. 83,394 K 114,720 128,799 138,803 17,318 119,967 114,169 109,642 109,831
61  Other banks in United States 15,646 20,355 14,737 10,811 11,704 11,850 11,990 10,799 11,782 10,356
62 Nonbanks ................. 53,425 53,429 56,120 50,539 46,732 49,284 49,207 48,706 47,245 49,604
63 To foreigners ..........oovivnvnionn. 253,775 304,803 270,923 302,346 296,850 [ 315,991 317,318 309,756 313,446 315,101
64  Other branches of parent bank . 95,146 124,601 111,267 115,484 119,591 126,965 126,786 124,084 120,405 120,722
65 Banks ... 77,809 87,274 72,842 81,200 76,452 82,042 77,449 75,017 77,875 78,681
66  Official institutions . 17,835 19,564 15,183 18,938 16,750 19,004 20,637 17,704 20,683 19,570
67  Nonbank foreigners o 62,985 73,364 71,631 86,724 84,057 87,980 92,446 92,951 94,483 96,128
68 Other liabilities .,.................... 18,759 21,496 20,584 29,024 27,777 31,415 31,713 29,862 29,658 31,430
69 Total payable in U.S. dollars .......... 336,406 361,438 367,483 392,983 396,282 | 385,010" | 385,634" | 369,306 368,626 369,517
70 Negotiable CDs .. 28,466 26,768 24,045 22,539 19,619 18,512 18,783 17,084 19,601 20,188
71 To United States 144,483 148,442 173,190 179,927 187,286 167,754 169,669 162,606 157,579 157,851
72 Parentbank .............. 79,305 81,783 107,150 122,910 132,954 101,328 113,447 108,128 103,252 103,389
73 Other banks in United States .. 14,609 18,951 13,468 9,512 10,519 10,560 10,684 9,296 10,415 8,939
74  Nonbanks ................ ... ... 50,569 47,708 52,572 47,505 43,813 45,866 45,498 45,182 43,912 45,523
75 To foreigners .. ......oo.oveinveonn... 156,806 177,71t 160,766 177,459 176,460 185,192 183,378 176,939 178,035 177.888
76  Other branches of parent bank . 71,181 90,469 84,021 82,912 87,636 91,736 N 86,908 84,090 84,415
77 Banks ... 33,850 35,065 28,493 33,370 30,537 32,551 28,741 27,639 29,207 28,265
78  Official institutions . 12,371 12,409 8,224 11,713 9,873 11,063 11,740 9,248 11,909 11,480
79 Nonbank foreigners .. 39,404 39,768 40,028 49,464 48,414 49,842 52,537 53,144 52,829 53,728
80 Other liabilities ...................... 6,651 8,517 9,482 13,058 12,917 13,552 13,804 12,677 13,411 13,590
United Kingdom
81 Total, alt currencies .................. 140,917 158,695 156,835 164,916 161,947 166,915 169,727 167,162 173,127 177,891
82 Negotiable CDs ..................... 27,781 26,988 24,528 22,837 20,056 19,791 19,656 18,266 20,535 21,455
83 To United States .. ... 24,657 23,470 36,784 33,101 36,036 31,893 32,686 32,780 33,931 33,755
84 Parentbank ................ 14,469 13,223 27,849 25,430 29,726 23,256 23,752 22,970 23,339 23,179
85  Other banks in United States . 2,649 1,536 2,037 1,096 1,256 1,545 2,115 1,827 1,841 1,847
86 Nonbanks ........................ 7,539 8,711 6,898 6,575 5,054 7,092 6,819 7,983 8,751 8,729
87 TofOreigners ......covvvveeinneenens 79,498 98,689 86,026 96,509 92,307 99,720 101,565 101,160 103,362 106,181
88  Other branches of parent bank . 25,036 33,078 26,812 26,656 27,397 29,216 28,074 29,848 28,581 29,193
89 Banks ...l 30,877 34,290 30,609 33,016 29,780 33,568 32,110 29,116 31,026 31,580
90  Official institutions . 6,836 11,015 7.873 9,724 8,551 9,368 10,758 9,184 10,829 11,269
9t Nonbank foreigners AN 16,749 20,306 20,732 27,113 26,579 27,568 30,623 33,012 32,926 34,139
92 Other fiabilities ...................... 8,981 9,548 9,497 12,469 13,548 15,511 15,820 14,956 15,299 16,500
93 Total payable in U.S. dollars .......... 99,707 102,550 105,907 109,116 108,178 106,676 106,416 103,544 109,708 110,607
94 Negotiable CDs ..................... 26,169 24,926 22,063 20,715 18,143 16,931 16,910 15,660 17,936 18,621
95 To United States . 22,075 17,752 32,588 30,130 33,056 28,542 28,817 29,383 30,386 29,666
96 Parentbank ........... 14,021 12,026 26,404 24,578 28,812 22,428 22,513 22,219 22,446 22,339
97  Other banks in United States R 2,325 1,308 1,752 863 1,065 1,217 1,807 1,552 [,553 1,456
98 Nonbanks ........................ 5,729 4,418 4,432 4,689 3,179 4,897 4,497 5,612 6,387 5,871
99 To foreigners ........ooovvieainn.s 48,138 55,919 47,083 52,135 50,517 54,574 53,751 52,095 54,371t 55,163
100 Other branches of parent bank . 17,951 22,334 18,561 16,845 18,384 19,660 18,556 19,182 18,799 18,589
101 Banks ... 15,203 15,580 13,407 13,587 12,244 14,701 11,920 9,976 11,233 11,007
102 Official institutions ... 4,934 7,530 4,348 6,755 5,454 5,649 6,717 5.192 6,703 7,264
103 Nonbank foreigners .. 10,050 10,475 10,767 14,948 14,435 14,564 16,558 17,745 17,636 18,303
104 Other liabilities ...................... 3,325 3,953 4,173 6,136 6,462 6,629 6,938 ,406 7,015 7,157
Bahamas and Caymans
105 Total, all currencies .................. 142,592 160,321 170,639 172,762 176,006 167,385 164,908 155,145 150,767 154,851
106 Negotiable CDs ..................... 847 885 953 671 678 681 671 522 524 528
107 To United States . 106,081 113,950 122,332 121,021 124,859 114,829 113,137 108,003 101,024 103,655
108 Parentbank .................. 49,481 53,239 62,894 70,107 75,579 65,380 64,085 61,528 55,311 57,136
109 Other banks in United States ....... 11,715 17,224 11,494 8,438 8,883 8,677 8,198 7,310 8,544 7,075
110 Nonbanks ........................ 44,885 43,487 47,944 42,476 40,397 40,772 40,854 39,165 37,169 39,444
111 To foreigners ................ 34,400 43,815 45,161 47,521 47,382 48,974 48,726 44314 46,741 48,410
112 Other branches of parent bank 12,631 19,185 23,686 23,352 23,414 24911 25,110 20,778 22,446 25,538
I3 Banks .........covvveeinn. 8,617 10,769 8,336 9,137 8,823 8,439 8,059 7,983 8,617 8,154
114 Official institutions . .. 2,719 1,504 1,074 1,131 1,097 1,528 1,290 1,078 1,247 962
115 Nonbank foreigners .. . 10,433 12,357 12,065 13,901 14,048 14,096 14,267 14,475 14,431 13,759
116 Other liabilities ...................... 1,264 1,671 2,193 3,549 3,087 2,901 2,374 306 2,478 2,258
117 Total payable in U.S. dollars .......... 138,774 152,927 162,950 167,835 171,250 162,141 160,212 150,758 146,259 149,707




3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

Summary Statistics

AS9

1989 1990
Item 1987 1988
Nov. Dec, Jan. Feb. Mar. Apr. May”

TTotal' o e 259,556 | 299,782 | 315,065" | 308,303" | 305,433 | 300,030" | 297,493 | 303,828" | 303,241

By type
2 Liabilities reported by banks in the_United States? .. 31,838 31,519 | 39,104" | 36,486" | 34,303 | 33,633 | 35,208 36,3827 | 35,786
3 U.S. Treasury bills and certificates® ......................... 88,829 | 103,722 | 82,474 76,985 76,157 | 73,099 73,039 69,454 72,322

U.S. Treasury bonds and notes
4 Marketable ... ... 122,432 | 149,056 | 174,778 | 176,084 | 176,411 | 174,986 | 171,130 | 176,722 | 173,875
5 Nonmarketable® ....................0.0. e 300 523 564 568 572 576 580 3,596 3,620
6 U.S. securities other than U.S. Treasury securities”........... 16,157 14,962 18,145 18,180 17,990 17,736 17,536 17,674 17,638

By area
7 Western Europe‘ 124,620 | 125,097 ] 137,760 } 134,907 135,688 | 134,050" | 136,807 139,829" | 139,776
8Canada...........coviiiiiii i 4,961 9,584 9,130 9,553 ,368 976 8,386 ,880 ,621
9 Latin America and Caribbean 8,328 10,099 9,893" 8,809" 7,943 8,327" 9,229 9,147 9,239
10 Asiac..oovee i 116,098 145,608 | 149,759 | 147,064" | 143,966 | 140,924 134,700 136,514 135,113
11 Africa........ 1,402 1,369 1,020 995" 817 99 902 861 1,040
12 Other COUNMIIes® . ..o oottt i e e 4,147 7,501 6,941 6,406 7,077 7,187 6,889 6,000 7.829

1. Includes the Bank for International Settlements.

2. Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposit, and borrowings under repur-
chase agreements,

3. Includes nonmarketable certificates of indebtedness (including those payable
in foreign currencies through 1974) and Treasury bills issued to official institutions
of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes

bonds and notes payable in foreign currencies.

5. Debt securities of U.S. government corporations and federally sponsored
agencies, and U.S. corporate stocks and bonds.

6. Includes countries in Oceania and Eastern Europe.

NoTe. Based on Treasury Department data and on data reported to the
Treasury Department by banks (including Federal Reserve Banks) and securities
dealers in the United States.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies!
Millions of dollars, end of period

1989 1990
Item 1987 1988

June” Sept.” Dec.” Mar.”

1 Banks’ own liabilities ...... ... ... it 29,702 55,438 74,980 69,213 73,755 67,805 63,105
2 Banks’ own claims.. ... 26,180 51,271 68,983 62,234 70,328 65,127 60,999
3 Deposits....... 14,129 18,861 5,100 23,866 22,960 20,489 21,456
4 Otherclaims.................... 12,052 32,410 43,884 38,368 47,368 44,638 39,543
5 Claims of banks' domestic customers’ 2,507 551 364 723 2,558 3,102 1,190

1. Data on claims exclude foreign curtencies 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 banks for the accounts

of the domestic customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States’

Payable in U.S. dollars
Millions of dollars, end of period

1989 1990
Holder and type of liability 1987 1988 1989
Nov.” Dec. Jan.” Feb. Mar. Apr.” May”
1 Allforeigners...........ooiviiiiiiiiiiniiian, 618,874 | 685,339 | 736,112" | 731,849 | 736,112" | 705,383 | 696,813" | 704,185" | 703,879 | 716,455
2 Banks’ own liabilities 470,070 | 514,532 | 576,732 | 565,652 | 576,732" | 544,172 | 538,567 | 541,694" | 546,045 | 551,142
3 Demand depoyits 22,383 21,863 2, 21,538 22,0007 19,982 20,8947 | 20,518 21,140 20,905
4 Time gieposns e 148,374 | 152,164 | 168,744” | 165,517 | 168,744 | 159,144 | 156,304" | 154,725 | 148,832 | 151,020
5 Other’............ 51,677 51,366 67,569 66,632 67,569 62,807 58,484" | 60,43% 65,949 5,14
6 Own foreign offices” ...............oooiiiialL 247,635 | 289,138 | 318,330" | 311,964 | 318,3307 | 302,238 | 302,884 | 306,017 | 310,123 | 314,073
7 Banks’ custody liabilities® .. ... ......oooieni... 148,804 | 170,807 | 159,380 | 166,197 | 156,380 | 161,211 | 158,246 | 162,492 | 157,835 | 165,313
8  U.S. Treasury bills and certificates® ............. 101,743 | 115,056 91,100 97,018 91,100 90,703 88,032 88,015 83,644 88,907
9 Other negotiable and readily transferable
INSUTUMENS” L\ v eee vttt eeeeeinnens 16,776 16,426 19,526 19,297 19,526 18,658 18,655 21,031" 20,251 20,669
10 Other ... 30,285 39,325 48,754 49,882 48,754 51,851 51,560 53,446" 53,939 55,737
11 Nonmonetary inte{nationnl and regional
organizations” ............. ..., 4,464 3,224 4,772 5,771 4,772 4,671 3,765 4,896 5,728 4,558
12 Banks’ own liabilities ..........ooooiiiii 2,702 2,527 3,156 4,453 3,156 3,07 2,218 3,334 3,781 2,913
13 Demand depoiits . 124 7 96 62 96 36 S5 156 52 28
14 Time §iep05|ts .. 1,538 1,183 927 1,075 927 1,042 624 1,137 2,025 773
15 Other 1,040 1,272 2,133 3,316 2,133 1,993 1,539 2,041 1,705 2,112
16 Banks’ custody liabilities® ...........coooinii.., 1,761 698 1,616 1,318 1,616 1,599 1,547 1,562 1,947 1,645
17 U.S. Treasury bills and certificates® ............. 265 57 197 321 197 102 160 191 190 174
18  Other negoliabl% and readily transferable
instruments 1,497 641 1,417 996 1,417 1,497 1,387 1,371 1,740 1,463
19 Other ............ 9 0 2 o 2 0 0 0 17 8
20 Official Institutions® ...............cocvvieiieeiiin, 120,667 | 135,241 | 113,471 | 121,578 | 113,471 | 110,459 | 106,732" | 108,247 | 105,836 | 108,108
21 Banks’ own liabilities ......... ... oo 28,703 27,109 31,098" 34,133 31,008" 30,755 30,443 | 31,366 33,604 32,433
22 Demand depagits . . 1,757 1,917 2,196" 1,834 2,196" 1,601 1,654" 1,826 2,066 1,644
23 Time §ieposns .. 12,843 9,767 10,550 11,237 10,550 9,769 10,658 9,704 10,959 11,110
24  Other 14,103 15,425 18,351 21,063 | 18,351 19,385 | 18,132 19,836 20,579 19,679
25 Banks’ custody liabilities® ... .............. ... 91,965 | 108,132 82,373 87,444 82,373 79,704 76,289 76,881 72,231 75,674
26 U.S. Treasury bills and certificates® ............. 88,829 | 103,722 76,985 82,474 76,985 76,157 73,099 73,039 69,454 72,322
27  Other negulia\ble:7 and readily transferable
instruments’ ... ... i 2,990 4,130 5,028 4,845 5,028 3,459 2,892 3,671 2,605 3,158
28 Other ... 146 280 361 125 361 88 298 17 173 195
29 Banks'®. . 414,280 | 459,523 | 514,251" [ 507,132 | 514,251" | 491,782 | 484,881 | 490,793" | 493,997 | 504,140
30 Banks’ own liabilities .............. .ol 371,665 | 409,501 | 453,7377 | 444,253 | 453,737 | 427,414 | 421,392 | 422,578" | 425,149 | 431,116
31 Unaffiliated foreign banks . 124,030 | 120,362 | 135,407" | 132,289 | 135,407 | 125,175 | 118,508 | 116,561" | 115,026 | 117,043
32 Demand depogits ... .. 10,898 9,948 10,339 10,736 10,339 9,523 10,072" 9,625 9,863 9,671
33 Time §1eposns .. 79,717 80,189 90,557 86,827 90,557 79,518 74,873 | 75,2967 68,568 71,148
34 Other’.......... .. 33,415 30,226 34,511 34,725 34,5117 36,133 33,563 | 31,6400 36,596 36,223
35 Own foreign offices ...........oioiiiieieii.inn 247,635 | 289,138 | 318,330" | 311,964 | 318,330" [ 302,238 | 302,884 | 306,017 | 310,123 | 314,073
36 Banks’ custody liabitities® ......... oo, 42,615 50,022 60,514 62,879 60,514 64,369 63,489 68,215 68,848 73,024
37  U.S. Treasury bills and certificates® ............. 9,134 7,602 9,367 9,670 9,367 9,614 9,342 9,359 9,374 11,578
38  Other negotiahle7 and readily transferable
instruments’ .. . 5,392 5,725 5,124 4,858 5,124 5,090 4,918 7,611" 7,633 7,942
39 Other............ 28,089 36,694 46,023 48,351 46,023 49,665 49,229 51,2447 51,841 53,504
40 Other foreigners . ............oooiiiviiiiinnin.. 79,463 87,351 | 103,618" 97,368 | 103,618" 98,471 | 101,434" | 100,248" 98,318 99,650
4] Banks’ own liabilities ............. ... .ol 67,000 75,396 88,742 82,812 88,742 82,932 84,513 | 84,415 83,510 84,681
42 Demand depo%ils .. 9,604 9,928 9,458” 8,907 9,458" 8,821 9,114" 8,911 9,159 9,561
43 Time gleposns . .| 54,277 61,025 | 66,711" | 66,378 | 66,711 | 68,815 | 70,148 | 68,588" | 67,281 67,989
44 Other’. ... ..ot 3,119 4,443 12,573 7,527 12,573 5,295 5,251 6,915 7,069 7,130
45 Banks’ custody liabilities® ... ..o v 12,463 11,956 14,877 14,556 14,877 15,539 16,921 15,834 14,809 14,969
46 U.S. Treasury bills and certificates® ............. 3,515 3,675 4,551 4,553 4,551 4,830 5,431 5,425 4,627 4,834
47  Other negotiablq, and readily transferable
instruments 6,898 5,929 7,958 8,598 7,958 8,612 9,457 8,378 8,273 8,106
48 Other ............coevnit.. 2,050 2,351 2,368 1,405 2,368 2,098 2,033 2,031 1,909 2,030
49 MEeMo: Negotiable time certificates of deposit in
custody for foreigners..............oooall. 7,314 6,425 7,203 7,050 7,203 8,576 8,457 7,634 7,183 7,161

1. ReEorﬁng banks include all kinds of depository institutions besides commer-

cial banks, as well as some brokers and dealers.

5. Financial claims on residents of the United States, other than long-term
securities, held by or through reporting banks.

2. Excludes negotiable time certificates of deposit, which are included in
“Other negotiable and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. U.S. banks: includes amounts due to own foreign branches and foreign
subsidiaries consolidated in ‘“Consolidated Report of Condition”’ filed with bank
regulatory agencies, Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due to head office or parent foreign bank, and
foreign branches, agencies, or wholly owned subsidiaries of head office or parent
foreign bank.

6. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

7. Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

8. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks. Data exclude ‘holdings of
doltars” of the International Monetary Fund.

9. Foreign central banks, foreign central governments, and the Bank for
International Settlements.

10. Excludes central banks, which are included in ““Official institutions.”
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1989 1990
Area and country 1987 1988 1989"
Nov.” Dec.” Jan.” Feb." Mar.” Apr.” May?
618,874 | 685,339 | 736,112 | 731,849 | 736,112 | 705,383 | 696,813 | 704,185 | 703,879 | 716,455
614,411 | 682,115 | 731,340 | 726,078 | 731,340 | 700,713 | 693,048 | 699,289 | 698,151 | 711,897
234,641 | 231,912 | 237,453 | 242,675 | 237,453 | 231,067 | 224,715 | 224,907 | 229,579 | 236,429
920 1,155 1,233 1,475 1,233 1,422 1,817 1,764 1,923 1,373
5 Belglum—Luxembour 9,347 10,022 10,611 10,420 10,611 11,357 11,400 11,978 9,662 9,605
6 Denmark . 760 2,200 1,415 1,918 1,415 1,240 1,244 1,760 2,271 2,152
7 Finland. ... . . 377 285 570 577 570 684 614 431 464 314
8 France .... B Lol 29,835 24,777 26,903 26,029 26,903 22,992 21,850 21,921 24,263 23,100
9 GEIMANY .\ttt aenn i enas 7,022 6,772 7,578 9,145 7,578 7,584 8,718 7.488 8,758 7.890
10 Greece ......oovvviiiiiiii i, 689 672 1,017 1,030 1,017 1,092 1,024 906 879 860
I Haly oo 12,073 14,599 16,169 14,686 16,169 13,051 11,977 12,728 14,138 16,347
12 Netherlands ............ 5.014 5,316 6,613 7,259 6,613 7,733 8,226 9,454 7,731 8,165
13 NOIWAY L .vveetin ittt 1,362 1,559 2,401 1,954 2,401 1,256 997 2,619 1,453 1,596
14 Portugal .........co i 801 903 2,407 2,251 2,407 2,381 2,285 2,385 2,354 2,359
1S SPAiN.. .. 2,621 5,494 4,364 4,911 4,364 5,424 4,280 4,911 4,234 4,535
16 Sweden,.........ooooiiiiiiiiiiiiiii 1,379 1,284 1,491 1,921 1,491 2,303 1,468 1,574 1,889 1,837
17 Switzerland . ... 33,766 34,199 34,496 31,714 34,496 33,283 33,036 33,964 33,488 35,300
18 Turkey .. ..o 703 1,012 1,818 1,373 1,818 1,048 886 1,039 1,432 2,007
19  United Kingdom. . e e 116,852 | 111,841 102,362 | 108,940 | 102,362 102,282 99,749 96,718 99,367 104,257
20 Yugoslavia........... F 710 529 1,474 1,017 1,474 1,349 1,402 1,613 1,599 1,934
21 Other Western Europe S 9,798 8,598 13,563 15,170 13,563 13,220 12,088 10,214 11,797 10,967
2 USSR............ g 2 138 350 286 350 229 376 141 446 158
23 Other Eastern Europe”. . ..................0..0 582 591 619 600 619 1,138 1,277 1.299 1,431 1,674
24 Canada. ..o s 30,008 21,062 18,864 {8,246 18,864 19,246 21,329 18,536 19,480 19,849
25 Latin America and Canbbcan ............ 220,372 | 271,146 | 310,514 | 299,596 | 310,514 | 300,601 | 305,620 | 314,575 | 310,389 | 317,068
26 Argentina......... 5,006 7,804 7,304 7,809 7,304 7,380 7,496 8,036 8,236 8,343
27 Bahamas 74,767 86,863 98,932 96,090 98,932 95,513 94,627 98,003 89,803 98,154
28 Bermuda .. .. 2,344 2,621 2,884 2,638 2,884 2,539 2,239 2,308 2,812 2,494
29 Brazil .............o..000 . .. 4,005 5,314 6,334 6,317 6,334 6,679 7,128 7,280 6,720 6,087
30 British WestIndies . ...................o00oiih 81,494 | 113,840 | 138,263 129,436 | 138,263 131,959 | 135,940 141,075 145,118 144,051
3 Chile. .. oo e 2,210 ) 21 , 3212 3,052 134 261 3,40 s
32 Colombia......ooviiiiiiiiii e 4,204 4,374 4,653 4,806 4,653 4,435 4,610 4,510 4,404 4,471
33 Cuba.....o e 2 [i] U] 15 10 3 0 0
34 CUROr ..o 1,082 1,379 1,391 1,343 1,391 1,232 1,325 1,337 1,338 1,367
35 Guatemala. ... 1,082 1,195 1,312 1,309 1,312 1,338 1,362 1,403 1,451 1,473
36 JamaiCa .......iiiie 160 269 209 191 209 204 217 245 224 215
37 MeXICO. .o it vt 14,480 15,185 15,399 15,013 15,399 14,773 15,802 15,246 15,066 15,097
38  Netherlands Antilles .......................... 975 6,420 6,310 6,287 6,310 6,192 6,470 6,412 6,460 6,806
39 ANAMIA, .+« 2 v v ot et ae e e 7.414 4,353 4,361 4,537 4,361 4,543 4,743 4,766 4,749 4,539
40 PeTU ..ottt 1,275 1,671 1,984 1,946 1,984 1,927 1,975 1,836 1,703 1,533
A1 UTUBUAY. ...ttt 1,582 {,898 2,284 2,335 2,284 2419 2,397 2,513 2,575 2,560
42 Venezuela ... 9,048 9,147 9,468 9,857 9,468 9,832 9,615 9,871 9,643 9,717
43 Other .....oivviiiii i 5,234 5,868 6,205 6,565 6,205 6,554 6,530 6,464 6,668 6,635
44 AS&(L ........................................... 121,288 { 147,838 | 156,128 | 151,877 | 156,128 | 144,600 | 132,085 | 132,744 | 130,810 | 128,772
ina
45 Mainland ........ ... i 1,162 1,895 1,772 1,570 1,772 1,681 1,470 1,573 1,840 1,803
46 TAIWAN .. ov vt 21,503 26,058 19,565 21,318 19,565 19,151 17,901 15,552 15,414 15,153
47 HongKong..........vvviiiiiiniiieiiiiiaeos 10,180 12,248 12,395 12,237 12,395 11,824 11,118 11,569 12,180 12,650
48 Indida..... ... 582 699 780 990 780 907 762 1,033 1,013 1,148
49 Indomesia..............ooiiiiiiiiii 1,404 1,180 1,281 1,306 1,281 1,061 1,174 1,545 1,560 1,192
50  Israel. .. 1,292 1,461 1,243 1,096 1,243 1,039 894 1,497 1,310 1,213
51 Japan 54,322 74,015 81,183 75,498 81,183 70, 223 65,127 66,078 65,548 62,075
52 Korea.. £,637 2,541 3,214 3,530 3214 2617 2,562 2,320 2,109 2,043
53 Philippines. .. 1,085 1,163 1,764 1,275 1,764 1,150 1,263 1,198 1,176 1,097
S4 Thailand............. ..o 1,345 1,236 2,093 1,909 2,093 2,381 2,524 1,930 1,595 1,973
55  Middle-East oil-exporting countries” ............. 13,988 12, 1083 13,369 13,623 13,369 13,262 12,558 12,450 11,645 13,048
56 Other ........vveiiiiviiiiiiiiiii i 12,788 13,260 17, 468 17,527 17,468 16,305 14,735 15,999 15,421 15,406
§7 AfTCA . .o i e e e 3,945 3,991 3,823 3,772 3,823 3,627 3,778 3,644 3,722 3,777
58 1,151 911 686 637 686 640 722 601 594 646
59 194 68 78 76 78 86 95 80 111 86
60  South Africa ... 202 437 205 293 205 257 261 277 236 241
61 Zaire.............. 67 85 86 60 86 82 77 74 70 66
62 O)l exporung countrj 1,014 1,017 1,120 1,120 1,120 993 1,110 1,048 936 1,016
63 (1= S 1,316 1,474 1,648 1,586 1,648 1,570 1,513 1,563 1,775 1,722
64 Other COUNLHES. . .o ouvv e 4,070 6,165 4,559 9,913 4,559 4,571 5,521 4,883 4,173 6,002
65  Australia ... 3,327 5,293 3,867 9,141 3,867 3,891 4,798 3,994 3,469 5,250
66  All other 744 872 692 771 692 680 723 889 703 751
67 Nonmonetary international and regional
organizatiojns ................................ 4,464 3,224 4,772 5,771 4,772 4,671 3,765 4,896 5,728 4,558
68 International” ..... B . 2,830 2,503 3,825 4,635 3,825 3,599 2,765 3,634 4,147 3,393
69 Latin Americag\ regional . 1,272 589 684 586 684 857 655 949 1,123 912
70 Otherregional’ ... ... 362 133 263 551 263 214 345 313 458 253
Includes the Bank for International Settlements and Eastern European 4. Compuscs Algena Gabon, L|byd, and Nigeria.
counmes that are not listed in line 23. 5. Excludes ‘*holdings of dollars” of the International Monetary Fund.
2. Comprises Bulgaria, Czechoslovakla. the German Democratic Republic, 6. Asian, African, Middle Eastern, and European regional orgamzatlona,
Hungary, Poland, and Romania. except the Bank for International Settlements, which is included in ‘‘Other
3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and Western Europe.”

United Arab Emirates (Trucial States).
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States®

Payable in U.S. Dollars
Millions of dollars, end of period

1989 1990
Area and country 1987 1988 1989
Nov. Dec.” Jan." Feb.” Mar.” Apr” May”
TTotal..oeovniniii i e 459,877 | 491,165 | 533,763 | 535,105" | 533,763 | 511,739 | 499,176 | 489,951 | 490,521 | 490,677
2 Foreign countries ...............covviiiiiiiiiann 456,472 | 489,094 | 530,324" | 532,118 | 530,324 | 507,246 | 495,102 | 486,158 | 486,505 | 486,695
BEUIOPE vivvieiiiinieier e aiaaeas 102,348 { 116,928 | 118,885 | 112,050" | 118,885 | 105,603 { 104,162 | 104,191 1 104,989 | 103,618
Austria .......... 793 483 415 559 415 658 429 500 592 431
5  Belgium-Luxembourg. 9,397 8,515 6,478 6,606 6,478 6,668 7,063 6,358 6,330 6,754
6 Denmark ......... 717 483 582 609 582 664 635 608 750 1,069
7 Finland ...... 1,010 1,065 1,027 1,129 1,027 1,224 1,218 1,153 1,025 931
8 Prance .......ccovvuireriiiiiiriniianns 13,548 13,243 16,146 16,058" | 16,146 15,839 16,392 15,631 16,087 16,224
9 GErmany «.......oevuvveenvrornenienns 2,039 2,329 2,865 2,657 2,865 1,990 2,762 2,783 2,476 3,037
10 Greece ...voovvvirivivnrrniniearninens 462 433 788 7027 788 735 773 664 622 597
L (P 7,460 7,936 6,662 5,718 6,662 4,934 5,377 5,010 4,230 4,758
12 Nelher]ands .................. 2,619 2,541 1,904 2,259 1,904 1,659 1,567 2,182 2,027 1,968
13 NOIWAY «ovieieeiiii e eiieans 934 455 609 635 609 600 672 777 918 738
14 Portugal ...........ciiiiiiiiiiiiii 477 261 376 275 376 309 288 273 381 407
15 Spain ... . N 1,853 1,823 1,930 1,840 1,930 2,790 2,040 2,240 1,726 1,887
16 Sweden .... 2,254 1,977 1,773 2,555 1,773 2,718 2,158 2,236 2,206 2,711
17 Switzerland 2,718 3,895 6,141 4,942 6,141 4,835 4,922 5,056 4,826 4,999
18 Turkey ........ 1,680 1,233 1,071” 1,066 1,071 1,087 1,088 1,123 1,120 1,724
19 United Kingdom 50,823 65,706 | 65,388" | 59,940" | 65,388 54,462 52,121 52,993 55,439 51,710
20 Yugoslavia ....... ,700 1,390 1,329 1,288" 1,329 1,243 1,158 1,157 1,121 1,128
21 Other Western Europe” ................. 619 1,152 1,302 1,253" 1,302 1,133 1,2n 1,183 970 786
22 USSR e 389 1,255 1,179 1,075 1,179 1,192 1,322 1,356 1,322 945
23 Other Eastern Eurcpe ........................ 852 754 ‘921 883 921 864 905 907 820 817
24 Canada ....oiiiiiiii e 25,368 18,889 15,4277 15,5157 | 15,427 16,694 16,768 15,082 15,199 16,320
25 Latin America and Caribbean .................... 214,789 | 214,264 | 230,353 | 232,670" | 230,353 | 224,116 | 220,258 | 212,902 | 202,761 | 208,110
26 Argentind ........iiieiiiiiieiiei . 11,996 11,826 92707 1 10,294" 9,270 12,117 8,718 8,189 8,025 7,692
27 Bahamas ........... ... .ol 64,587 66,954 77,92¢ 77,805 77,921 70,102 71,891 69,095 63,927 70,296
28 Bermuda ............ooiiiiiiiiii, 471 48 1,315 841 1,315 485 401 2! 443 800
29 Brazil c...oiiiiiiiiii e 25,897 25,735 23,7497 | 24,565 | 23,749 23,503 23,210 21,884 21,849 21,828
30  British West Indies ...............oouinl, 50,042 55,888 | 68,664" | 69,519 | 68,664 70,889 70,048 72,329 67,555 67,357
31 Chile ....oviiiiii i 6,308 5,217 4,353 4,485 4,353 4,212 4,208 4,079 3,714 3,626
32 Colombia .....iiiiiiiiiiiiiiiris 2,740 2,94 2,784" 2,784 2,784 2,530 2,610 2,720 2,649 2,626
33 Cuba it 1 1 1 1 1 0 0 0 0 0
34 Eeuador ..i.oi.iiiiiiiiiiiiiieneiaaia, 2,286 2,075 1,688" 1,858 1,688 1,588 1,570 1,536 1,527 1,503
35 Guatemgla4 e e 144 198 197 190 197 213 200 208 207 206
36 Jamaica® ..... 188 212 297 260 297 284 274 265 260 262
37 Mexico .......... 29,532 24,637 | 23,3817 23,5097 | 23,381 22,027 21,400 16,798 17,254 17,040
38  Netherlands Antilles 980 1,306 1,921 1,099 1,921 1,764 1,702 1,692 1,759 1,645
39  Panama .......... 4,744 2,521 1,740 1,792 1,740 1,748 1,688 1,732 1,743 1,653
40 Peru......... 1,329 1,013 b 836 77 750 752 733 721 664
41 Uruguay ... 963 910 928 915 928 932 935 926 886 876
42 Venezuela .. 10,843 10,733 9,647 | 10,129 9,647 9,289 8,956 8,528 8,423 8,284
43 Other Latin America and Caribbean 1,738 1,612 1,726 1,787 1,726 1,682 1,695 1,764 1,818 1,751
44 As(i:a;l. ........................................ 106,096 | 130,881 | 157,416" | 159,219" | 157,416 | 152,452 | 145,033 | 145,675 | 155,408 | 150,172
ina

Mainland ....... 968 762 634 610 634 620 619 599 674 516
46 Taiwan .... 4,592 4,184 2,776 2,702 2,776 2,157 1,824 2,016 1,800 1,942
47 Hong Kong ...........covvviicnvinanns 8,218 10,143 11,128" [ 10,465" | 11,128 7,696 6,605 7,418 8,965 9,714
48 India ........iiiiiiiiieiiii e 510 560 621 637 621 625 892 721 588 579
49 Indonesia ..........cieieiiiiiiiiiians, 580 674 651 655 651 641 611 604 560 599
50 Israel .....iiiiiiiiiiiie e 1,363 1,136 813 758 813 749 752 737 721 710
51 Japan .. s 68,658 90,149 | 111,270" | 114,928" [ 111,270 | 113,387 | 108,352 | 108,527 | 117,487 } 108,204
I o T 5,148 5,213 5,296 5,838 5,296 5,156 4,880 5,016 4,964 5,104
53 Phili pmes AR . 2,071 1,876 1,344 1,498 1,344 1,297 1,163 1,204 1,221 1,351
54  Thailand ................o. FRERERERR 496 848 1,140 1,064 1,140 1,172 1,052 992 1,070 1,202
55 M\ddle East oil-exporting countries’ ....... . 4,858 6,213 10,149 8,675 10,149 8,663 9,250 8,774 8,376 9,572
56 Other Asia ........veuviniiiiiinininiieiinins 8,635 9,122 11,594 11,387 11,594 10,290 9,035 9,066 8,894 10,679
ST Africa ..o 4,742 5,718 5,890" 5,914 5,890 5,935 5,967 5,984 5,953 5,940
58 Egypt........ . 521 507 502 471 502 470 493 474 491 488
59 rviorocco 542 511 559 547 559 575 588 581 596 582
60 South Africa . 1,507 1,681 1,628 1,686 1,628 1,619 1,629 1,648 1,632 1,639
61 15 17 16 16 16 16 17 25 19 20
62 . 1,003 1,523 1,648" 1,641 1,648 1,667 1,749 1,749 1,705 1,697
63 OMHEL v evnrenrannen s 1,153 1,479 1,537 1,553 1,537 1,588 1,491 1,507 1,509 1,515
64 Other countries ......o.ovvvveiiuvenerianenrinnnss 3,129 2,413 2,354 6,750 2,354 2,446 2,914 2,324 2,195 2,535
65  Australia 2,100 1,520 1,781 6,174 1,781 1,815 2,015 1,632 1,551 1,657
66 All other 1,029 894 573 576 573 631 900 692 644 878

67 Nonmonetary mtq,xnauonal and regional
organizations’ ...... ... ..o, 3,404 2,071 3,439 2,987 3,439 4,493 4,074 3,794 4,016 3,982

1. ReEmtmg banks include all kinds of depository institutions besides commer-

cial banks, as well as some brokers and dealers,

2. Includes the Bank for International Settlements. Begmnmg Aprit 1978, also

includes Eastern European countries not listed in line 2

3. Beginning April 1978 comprises Bulgaria, Czcchoslovakna, the German

Democratic Republic, Hungary, Poland, and Romania.

4. Included in “Other Latin America and Caribbean”’ through March 1978.

5, Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabja, and
United Arab Emirates (Trucial States).

6. Comprises Algeria, Gabon, Libya, and Nigeria.

7. Excludes the Bank for International Settlements, which is included in
“Other Western Europe.”’
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the

United States’
Payable in U.S. Dollars

Millions of dollars, end of period

1989 1990
Type of claim 1987 1988 1989"
Nov.” Dec.” Jan.” Feb.” Mar.” Apr.” May”
1 Total.........coovvve i 497,635 538,689 590,251 ceeevens | 590,251 Ceeenien v 541,727 Ceiseeas e
2 Banks' own claims on foreigners........ 459,877 491,165 533,763 535,108 533,763 511,739 499,176 489,951 490,521 490,677
3 Foreign public borrgwers . 64,605 62,658 59,877 62,947 59,877 58,969 56,909 53,920 53,244 52,595
4  Own foreign offices®............ 257,436 295,948 296,375 295,948 289,826 283,970 274,861 274,272 274,999
5 Unaffiliated foreign banks 129,425 134,848 134,228 134,848 123,647 120,114 123,003 125,170 125,770
6 Deposits ..........coovni.nn 65,898 78,005 76,034 78,005 69,522 67,121 69,977 71,770 72,192
7 BT 63,527 56,843 58,193 56,843 54,125 52,993 53,027 53,400 53,577
8  All other foreigners.................. 41,646 43,090 41,556 3,090 39,297 38,184 38,167 37,835 37,312
9 Claims of banks’ domestic customers’ .. . 37,758 47,524 56,488 | ........ 56,488 | ........ 0 ..., 51,776 | ... ol
10 Deposits ......oovviiiiin i 3,692 8,289 12,83 | ........ 12,834 | ... 16788 | ........ ] ...ll
It Negotiable and readily transferable
instruments® . ................... 26,696 25,700 29,063 | ........ 29,063 | ... ool 20,634 1 ..o e,
12 Qutstanding collections and other
claims. ... 7,370 13.535 14,591 | ........ 1451 | ... ol 1435 | ... ol
13 Memo: Customer liability on
ACCEPLANCES +\vvvvvrnrnnrinnnnsens 23,107 19,596 12,753 | ... 12,753 f ..o ] oo 13,563 | oooon ) i
Dollar deposits in banks abroad,
reported by nonbanking busines
enterprises in the United States’ . ... 40,909 45,502" 45,309 47,265 45,309 43,932 45,263 41,646 38,628 n.a.

1. Data for banks’ own claims are given on a monthly basis, but the data for
claims of banks’ own domestic customers are available on a quarterly basis only.

Reporting banks include all kinds of depository institutions besides commercial
banks, as well as some brokers and dealers,

2. U.S. banks: includes amounts due from own foreign branches and foreign

bsidiaries consolidated in lidated Report of Condition’’ filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or

parent foreign bank.

3. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

4. Principally negotiable time certificates of deposit and bankers acceptances.

5. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
desscsr(x;pnon of changes in data reported by nonbanks, see July 1979 Bulletin,
p-

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

1989 1990
Maturity; by borrower and area 1986 1987 1988
June” Sept.” Dec.” Mar.
PTotal ..o e 232,295 235,130 233,184 232,277 234,112 237,474 213,845
By borrower
2 Maturity of 1 year or 1ess® ... ... ......ooviivnieannns 160,555 163,997 172,634 167,904 169,279 177,223 160,093
3 Foreign public borrowers 24,842 25,889 26,562 24,343 24,102 23,483 22,725
4 Al other foreigne'r_g ..... 135,714 138,108 146,071 143,561 145,178 153,741 137,368
5 Maturity over { year® ..... 71,740 71,133 60,550 64,373 64,832 60,251 53,751
6  Foreign public borrowers 39,103 38,625 35,291 39,033 39,537 35,822 30,218
7 Allother foreigners ... 32,637 32,507 25,259 25,340 25,295 24,429 23,533
By area
Maturity of 1 year or less?
8 EUIOPE ... ..ttt 61,784 59,027 55,909 58,398 53,122 53,300 48,368
9 Canada ........oiiiiiii 5,895 5,680 6,282 5,693 6,236 5,886 5,694
10  Latin America and Caribbean ...................... 56,271 56,535 57,991 50,479 52,227 52,929 46,719
11 Asia...oooooiiiiiiin, 29,457 35919 46,224 45,600 50,445 57,766 51,747
12 Africa .., 2,882 2,833 3,337 3,601 3,514 3,225 3,169
13 Allother’.......... PREEREERRSTRPRRIRRS 4,267 4,003 2,891 4,134 3,735 4,118 4,396
Maturity of over 1 year
Europe .... 6,737 6,696 4,666 4,561 6,065 4,595 4,407
15 Canada ....oooviviiiiiiiiii 1,925 2,661 1,922 2,592 2,459 2,353 2,702
16  Latin America and Caribbean ...................... 56,719 53,817 47,547 50,537 49,046 45,844 37,835
17 Asia. ..o 043 3,830 3,613 3,803 4,203 4,142 5,479
18 FICA .o e 1,539 1,747 2,301 2,408 2,475 2,633 2,764
19 Allother’ ... ...ooiiiiiii i 777 2,381 501 472 584 684 564

1. Reporting banks include alf kinds of depository institutions besides commer-

cial banks, as well as some brokers and dealers.

2. Remaining time to maturity.

3. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!+
Billions of dollars, end of period
1988 1989 1990
Area or country 1986 1987
Mar. June Sept. Dec. Mar. June Sept. Dec. Mar.
FTotal ..o e e e e 386.5 3824 370.9 351.9 354.0 346.3 | 346.17 | 340.0" | 346.0" | 337.8" | 336.2"
2 G-10 countries and Switzerland . . ........ ... ... 156.6 159.7 156.3 150.7 148.7 152.7 145.4" | 14517 | 146.4" | 152.7" | 146.5"
Belgium-Luxembourg . ....... 8.4 10.0 9.1 9.2 9. 9.0 8.6 7.8 6.9 6.3 6.5
4 France............... 13.6 13.7 11.8 10.9 10.3 10.5 11,2 10.8 11.1 1.7 10.5
5 Germany .. 11.6 12.6 11.8 10.6 9.2 10.3 10.2 10.6 10.4 10.5 1.2
6 Maly........ 9.0 7.5 7.4 6.3 5.6 6.8 5.2 6.1 6.8 7.4 6.0
7 Netherlands . 4.6 4.1 33 3.2 29 2.7 2.8 2.8 2.4 3.1 31
8 Sweden....... 24 2.1 2.1 1.9 1.9 1.8 23 1.8 2.0 2.0 2.1
9  Switzerland . 5.8 5.6 5.1 5.6 52 5.4 5.1 5.4 6.1 7.1 6.3
10 United ngdom 70.9 68.8 0w 704 67.6 66.2 65.6" 64.5" 61.7 67. 63.8"
11 Canada.......... 5.2 5.5 4.7 53 4.9 5.0 4.0 5.1 59 5.4 4.8
12 JaPAN. ..o 25.1 29.8 29.2 27.3 31.6 349 305" | 3027 | 30| 3227 321
13 Other developed countries ...........oovviiiiiniiiiniiennn. 26.1 26.4 26.4 24.0 23.0 21.0 2017 f 2127 | 22107 | 207 23.1
14 Austria ................ 1.7 1.9 1.6 1.6 1.6 1.5 1.4 1.7 1.5 1.5 1.5
15 Denmark. . 1.7 1.7 1.4 1.1 t.2 1.1 1.1 14 1.1 1.1 1.1
16 Finland . .. 1.4 1.2 1.0 1.2 1.3 1.1 1.0 1.0 1.1 1.0 1.1
17 Greece.... 23 2.0 2.3 2.1 2.1 1.8 2.1 2.3 2.4" 2.5 2.6
I8 Norway... 2.4 22 1.9 1.9 2.0 1.8 1.6 1.8 1.4 1.4 1.7
19 Portugal .. 9 6 .5 4 4 4 4 6 4 4 4
20 Spain... 5.8 8.0 8.9 7.2 6.3 6.2 6.6 6.2 6.9 7.1 8.3
21 Turkey .............. 2.0 2.0 2.0 1.8 1.6 1.5 1.3 1.1 1.2" 1.2 1.3
22 Other Western Europe .. 1.5 1.6 1.9 1.7 1.9 1.3 1.1l 1.1 1.0 7 1.1
23 South Africa ........... el 3.0 2.9 2.8 2.8 2.7 2.4 22 2.1 2.1 2.0 2.0
24 Australid. ... ... 34 2.4 2.0 2.2 1.8 1.8 2.4 1.9 2.1 1.6 2.1
25 OPEC countries . . ... oo ueeit e et 19.4 17.4 17.6 17.0 17.9 16.6 16.2 16.1" 16.2 17.1° 15.7
26 Ecuador.... L. 2.2 19 1.9 1.8 18 1.7 1.6 1.5 1.5 1.3 12
27  Venezuela. .. 8.7 8.1 8.1 8.0 7.9 7.9 79 7.5 7.4" 7.0 6.1
28  Indonesia .......... 2.5 1.9 1.8 1.8 1.8 1.7 1.7 1.9 2.0 2.0 2.1
29 Middle East countries . e 4.3 3.6 3.9 3.5 4.6 34 3.3 3.4 3.5 5.0 4.4
30 African COUNMTIES ... ..vieriin ittt iee i anenne 1.8 1.9 1.9 1.9 1.9 1.9 1.7 1.6 1.9 L7 1.8"
31 Non-OPEC developing countries ........................... 99.6 97.8 94.4 91.8 87.2 85.3 85.9" 83.47 81,2 71.5 7.1
Latin America
32 AIBENtING ...ttt 9.5 9.5 9.6 9.5 9.3 9.0 8.5" 7. 7.6 6.3 5.5
33 Brazil... . 253 24.7 23.8 237 22.4 224 22.8 22,V 20,9 9.0 17.5
34 Chile ... 7.1 6.9 6.6 6.4 6.3 5.6 5.7 5.2" 4.9 4.6 43
35 Colombia . 2.1 2.0 2.0 2.2 2.1 2.1 1.9 1.7 1.6 1.8 1.8
36 MeXIco 24.0 23.5 22.4 2.1 20.4 18.8 18.3" 17.7 17.2" 17.7 15.27
37 Peru............ . 1.4 1.1 1.1 9 8 8 i .6 6 .6 5
38 Other Latin America .. ....oovoii 3.1 2.8 2.8 2.6 2.5 2.6 2.7 2.6 29 2.8 27
Asia
China
39 Mainland. ... ... o i 4 3 4 4 2 3 .5 3 3 3 )
40 Taiwan . ., e 4.9 8.2 6.1 49 3.2 3.7 4.9 5.2 5.0 4.5 3.8
41 India . .... 1.2 1.9 2.1 2.3 2.0 2.1 2.6 2.4 2.7 3.1 35
42 Israel......... 1.5 1.0 1.0 1.0 1.0 1.2 9 8 N 7 6
43 Korea (South) . 6.7 5.0 5.7 5.9 6.0 6.1 6.1 6.6 6.5 5.9 5.3
44  Malaysia...... 2.1 1.5 1.5 1.5 1.7 1.6 1.7 1.6 1.7 1.7 1.8
45  Philippines . . 5.4 5.2 5.1 4.9 4.7 4.5 4.4 4.4 4.0 4.1 3.7
46 Thailand .. .. .. 9 7 1.0 .1 t.2 1.1 1.0 1.0 1.3 1.3 1.1
47 Other ASia ...t i 7 7 7 R 8 9 8 8 1.0 1.0 1.2
Africa
48  Egypt............. 7 6 .5 6 .5 4 .5 .6 5 4 4
49 Morocco 9 9 9 9 8 9 .9 .9 8 9 9
50 Zaire ......, 1 .0 .1 Nt 0 0 .0 .0 0 .0 .0
51 Other Africa 1.6 1.3 1.2 1.2 1.2 1.t 1.1 1.1 1.0 1.0 9
52 Eastern Europe 3.5 3.2 3.1 33 3.1 3.6 3.5 34 3.5 3.5 3.5
53 SSR...... .1 3 3 4 4 7 7 6 8 7 8
54 Yugoslavia .. 2.0 1.8 1.9 1.9 1.8 1.8 1.7 1.7 1.7 1.6 1.4
55 Other. ... 1.4 1.1 Lo 1.0 1.0 1.1 1.1 1.1 1.1 1.3 1.3
56 Oftshore banking centers 61.5 54.5 51.5 43.0 47.3 44.2 48.5 43.1 48.9 36.2" 43.0
Bahamas 22.4 17.3 15.9 89 129 11.0 15.8 11.0 11.1 5.1" 9.3
58 Bermuda .6 .6 8 1.0 9 9 1.1 7 1.3 1.7 .9
59 Cayman Islands . 12.3 13.5 11.6 10.3 1.9 12.9 12.0 10.8 15.3 8.9 10.9
60 Nelherlz}nds Anulles ........................ 1.8 1.2 1.3 1.2 1.2 1.0 9 1.0 1.1 23 2.6
61  Panama’.......... 4.0 3.7 32 3.0 2.6 2.5 2.2 1.9 1.5 1.4 1.3
62 Lebanon.... .1 .1 .1 .1 .1 B .1 1 .1 1 .1
63  Hong Kong . 11.1 11.2 11.3 11.6 10.5 9.6 9.6 10.4 10.7 9.7 9.8
64 Singapgre e 9.2 7.0 7.4 6.9 7.0 6.1 6.8 73 7.8 7.0 8.0"
65 Others® .. .. . .0 .0 0 0 0 .0 .0 .0 .0 .0 .0
66 Miscellaneous and unallocated”. . ........................... 19.8 23.2 21.5 222 26.7 22,6 25.00 27.4 28.5 29.8" 331

1. The banking offices covered by these data are the U.S, offices and foreign
branches of U.S.-owned banks and of U.S. subsidiaries of foreign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another
foreign branch of the same banking institution. The data in this table combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3.18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches).

2. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for ‘‘shell”* branches

from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

3. This group comprises the Organization of Petroleum Exporting Countries
shown individually, other members of OPEC (Algeria, Gabon, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates), and Bahrain and
Oman (not formally members of OPEC)

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979.

6. Foreign branch claims only.

7. Includes New Zealand, Liberia, and international and regional organiza-
tions.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States’
Millions of dollars, end of period
1988 1989 1990
Type, and area or country 1986 1987 1988"
Dec. Mar. June Sept. Dec. Mar.?
TTotal ..o i e 25,587 28,302 33,646 33,646" 37,384" 36,998" 35,5847 37,406" 41,218
2 Payableindallars..............ooo i, 21,749 22,785 28,040 28,040" 31,594" 31,9257 30,746" 32,588" 32,837
3 Payable in foreign currencies ....... ... .o 3,838 5,517 5,606 5,606 5,790 5,073 4,838 4,819" 8,381
By ype
4 Financial liabilities ............. ..ol 12,133 12,424 15,130 15,1307 17,453 17,124" 16,268" 17,524 20,674
Payable indollars ................. ... R 9,609 8,643 11,243 11,2437 13,373 13,265" 12,4407 13,631" 13,369
6  Payable in foreign currencies 2,524 3,781 3,888 3,888 4,080 3,860 3,829 3,893 7,305
7 Commercial liabilities ...........ooooi i 13,454 15,878 18,516 18,516" 19,9317 19,874" 19,315" 19,882" 20,544
8 Tradepayables ..................... ... 6,450 7,305 6,466 6,466 7,030 6,350 6,812 7,206 7111
9  Advance receipts and other liabilities ,004 8,573 12,050 12,050 12,901 13,524" 12,503" 12,676 13,433
10 Payableindollars ....................... . 12,040 14,142 16,797 16,797 18,220 18,661" 18,306" 18,957" 19,468
11 Payable in foreign currencies ..............o.vvniss 1,314 1,737 1,719 1,719 1,711 1213 1,009 928" 1,076
By area or country
Financial liabilities
12 Europe ................ 7,917 8,320 9,918 9,918 12,5717 11,404" 10,374" 10,697 13,658
13 Bergium-Luxembourg . 270 213 289 289 320 357 308 340 350
14 France ............ 661 382 319 3y 24 278 262 243 255
15 Germany ........ 368 551 699 699" 741 838 809 736" 711
16 Netherlands 542 866 879 879 873 834 853 946 870
17 Switzerland 646 558 1,033 1,033 954 978 839 578 545
18 United Kingdom 5,140 5,557 6,533 6,533 9,266 7,939 7,087 7,582" 6,887
19 Canada........cooiiiiiii i 399 360 663 663 616 544 599 583 482
20 Latin America and Caribbean 1,944 1,189 1,239 1,239 677 1,216 1,315 1,226 1,807
21 Bahamas .........c.coiiiiiiiiiiiiiii 614 318 184 184 189 165 186 157 237
22 Bermuda ........ 4 0 0 0 0 0 0 17 (i}
23 Brazil ............. 2 25 U] Q Q Q Q Q 44
24 British West Indies . 1,146 778 645 645 471 621 698 594 1,046
25 Mexico .......... 22 13 1 1 15 17 4 6 5
26 Venezuela .......ovviiieiiiii i 0 0 0 0 0 0 0 0 0
27 ASIR e e 1,805 2,451 3,306 3,306 3,583 3.860" 3,878 4916 4,618
28 Japan ..... Ve 1,398 2,042 2,563 2,563 2,825" 3,100 3,130 4,064 3,577
29 Middle East oil-exporting 8 8 3 3 1 12 2 2 3
30 Africa............... . 1 4 1 1 5 3 4 2 3
31 Qil-exporting countri 1 1 0 0 3 2 2 0 0
320 Allother* ..ot 67 100 2 2 2 97 97 100 105
Commercial liabilities
33 BUIOPE oo ovvvt i e 4,446 5,516 7,351 7,351 7,965" 7,778" 8,319 8,867 9,078
34 Belgium-Luxembourg . 101 132 170 170 134 114" 1377 178 233
35 France .............. 352 426 455 455 579 535" 806" 872" 883
36 Germany ............ 715 909 1,699 1,699 1,373 1,190 1,183 1,362 1,143
37 Netherlands 424 423 591 591 670 688" 548" 699" 702
38 Switzerland 385 559 417 417 459" 447 s31r 621 583
39 United Kingdom 1,341 1,599 2,065 2,065 2,585 2,709 2,703" 2,599" 2,906
40 Canada ... e e 1,405 1,301 1,217 1,217 1,163 1,133 1,189" 1,066" 1,124
41  Latin America and Caribbean 924 864 1,118 1,118 1,267 1,611" 1,053" 1,127 1,264
42 Bahamas ................ 32 18 49 49 35 34 27 41 7
43 Bermuda .............. 156 168 286 286 426 388 305 308 516
44 Brazil ................. 61 46 95 95 103 541 113 100 17
45 British West Indies 49 19 34 34 31 42 30 27 18
46 Mexico ...l 217 189 179 179 198 179" 187" 243 208
47 Venezuela .......ooviiiiiiii e 216 162 177 177 179 131" 107" 154 86
A8 ASIE .. e 5,080 6,565 6,923 6,923 7,330" 6,957" 7,038 6,953 6,806
49 Japan ... . 2,042 2,578 3,097 3,097 3,059 2,708" 2,674" 2,772 2,624
50 Middle East oil-exporting countries 1,679 1,964 1,386 1,386 1,526 1,431 1,406 1,346" 1,341
51 Africa............... 619 574 578 578 706 752 639 838 755
52 Oil-exporting countries” ............ .o 197 135 202 202 21 253 246 300 248
53 Allothert ... o 980 1,057 1,328 1,328 1,500 1,642" 1077 1,031 1,517

1. For a description of the changes in the International Statistics tables, see

July 1979 Bulletin, p. 550.

2, Comprises Bahrain, [ran, Iraq, Kuwait, Oman, Qatar, 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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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!

Millions of dollars, end of period

1988 1989 19%0
Type, and area or country 1986 1987 1988"
Dec.” Mar.” June’ Sept.” Dec.” Mar.”
T Total ... i e 36,265 30,964 33,842 33,842 31,608 34,282 32,022 31,011 30,278
2 Payableindollars.................. ..o 33,867 28,502 31,507 31,507 29,293 32,088 29,797 28,683 27,050
3 Payable in foreign currencies ...l 399 2,462 2,335 2,335 2,315 2,193 2,225 2,328 3,228
By type .
4 Financial claims 26,273 20,363 21,843 21,843 19,616 21,808 19,116 17,326 17,062
5 Deposits .......... 19,916 14,894 15,792 15,792 14,456 16,734 12,442 10,360 10,786
6 ayable indollars ...............0 19,331 13,765 14,693 14,693 13,542 15,814 11,577 9,434 9,533
7 Payable in foreign currencies ............. 585 1,128 1,099 1,099 914 921 865 926 1,253
8  Other financial clams .......... 6,357 5,470 6,051 6,051 5,160 5,074 6,673 6,966 6,276
9 Payable in dollars. .. . 5,005 4,656 5,320 5,320 4,267 4,362 5,812 6,170 4,891
10 Payable in foreign currencies.......... 1,352 814 731 731 893 713 862 796 1,386
11 Commercial claims ... 9,992 10,600 11,999 11,999 11,992 12,473 12,906 13,685 13,216
12 Trade receivables....................co0ve . 8,783 9,535 10,924 10,924 10,730 11,042 1,421 12,073 11,623
13 Advance payments and other claims 1,209 1,065 1,075 1,075 1,262 1,432 1,485 1,612 1,593
14  Payableindollars ......... ... coiiiiiiiiiiiiiien, 9,530 10,081 11,494 11,494 11,485 11,913 12,408 13,079 12,626
15 Payable in foreign currencies ............oovoiiann.. 462 519 505 505 507 560 498 606 590
By area or country
Financial claims
16 Eurore ........................................... 10,744 9,531 10,276 10,276 8,848 8,614 7,507 6,830 7.577
17 Belgium-Luxembourg 41 7 18 18 22 161 166 13 22
18 France ............. 138 332 226 226 233 198 209 153 198
19 Germany ........ 116 102 138 138 171 199 147 194 510
20 Netherlands ..... 151 350 348 348 384 297 292 303 305
21 Switzerland ...... 185 65 217 217 260 67 111 90 124
22 United Kingdom 9,855 8,467 8,977 8,977 7,469 7,378 6,340 5,848 5,160
23 CaNada ... e 4,808 2,844 2,339 2,339 2,210 2,617 2,428 1,916 1,807
24  Latin America and Caribbean 9,291 7,012 8,122 8,122 7,465 9,351 8,278 7,428 6,819
25 Bahamas 2,628 1,994 1,838 1,838 2,171 1,881 1,707 1,513 1,582
26 Bermuda 6 7 19 19 25 33 33 7 4
27 Brazil ........... 86 63 47 47 49 78 70 224 79
28 British West Indies 6,078 4,433 5,733 5,733 4,799 6,949 6,080 5,273 4,740
29 Mexico ...... 174 172 151 151 117 114 105 94 152
30 Venezuela . 21 19 21 21 25 3 36 20 21
31 Asia ........ 1,317 879 830 830 951 1,109 801 829 769
32 Japan ... 999 605 561 561 627 640 440 439 423
33 Middle East oil-exporting countries® 7 8 5 5 8 8 7 8 7
34 AfMICA . .ove i s 85 65 106 106 89 80 75 140 67
35 Oil-exporting countries® ...........o..vviviiiiens 28 7 10 10 8 8 8 12 1
36 AlOther* ... oot 28 33 170 170 52 37 27 183 24
Commercial claims
37 Eumre ........................................... 3,725 4,180 5,051 5,051 4,984 5,290 5,423 6,140 6,018
38 Belgium-Luxembourg . 133 178 178 178 202 205 220 241 219
39 France .............. 431 650 661 661 760 770 824 948 951
40 Germany ........ 444 562 623 623 657 675 688 666 690
41 Netherlands 164 133 208 208 161 413 396 478 449
42 Switzerland 217 185 R7 327 251 231 222 305 270
43 United Kingdom 999 1,073 1,323 1,323 1,300 1,371 1,396 1,550 1,689
44 Canada..........oooiiiiiiiiiiii 934 936 974 974 1114 1,181 1,278 1,045 1,089
45  Latin America and Caribbean ....................... 1,857 1,930 2,237 2,237 2,114 2,100 2,131 2,163 2,045
46 Bahamas ............ 28 19 36 36 34 13 10 57 22
47 Bermuda 193 170 230 230 234 238 270 323 242
48 Brazil ......... 234 226 298 298 277 314 232 285 227
49 British West Indies . 39 26 22 22 23 30 33 36 38
50 MEXICO oo\ iveeevevin s 412 368 460 460 482 438 508 507 522
51 Venezuela ......ooovv i e 237 283 226 226 213 229 188 148 189
52 ASIa L 2,755 2,915 2,973 2,973 3,097 3,145 3,301 3,532 3,276
53 Japan ....... e e e e 881 t,158 943 943 1,042 998 1,177 1,184 1,058
54 Middle East oil-exporting countries? ............... 563 450 445 445 428 430 406 509 419
55 Africa.............. e e e 500 401 434 434 386 407 390 419 427
56 Oil-exporting countries® ........................s 139 144 122 122 95 111 80 108 89
57 Allother* ... ...ooiiiii 222 238 331 331 297 350 381 386 361

For a description of the changes in the International Statistics tables, see

1.
July 1979 Bulletin, p. 550.

2. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars
1990 1989 1990
Transactions, and area or country 1988 1989"
J;:dna;y_ Nov. Dec.” Jan” Feb." Mar.” Apr.” May?
U.S. corporate securities
STOCKS
1 Foreign purchases ................oiiivivr.ns 181,185 | 213,160 70,154 13,833 15,413 13,747 13,463 16,430 11,457 15,057
2 Foreignsales ...........coiviieiiiiiaininianns 183,185 | 203,537 76,857 14,951" 16,870 14,130 13,692 19,117 12,356 17,562
3 Net purchases, or sales (=) ...................... ~2,000 9,623 —6,704 —1,118" —1,457 -383 —229 —2,687 —899 -2,505
4 Foreigncountries .....................c.0c0ii.. —1,825 9,857 —6,815 ~1,117" —-1,409 —353 -230 —-2,733 -937 -2,562
SEurope ..o —3,350 278 -3,049 —1,655 —281 —183 —144 ~99%0 —666 - 1,067
6  France ... -281 —~708 —-580 —296 —255 -155 —-157 7 —85 —190
7  Germany ... 218 —830 97 - 119 —41 41 3 105 6 ~57
8  Netherlands —535 167 —-54 —34 -9 —18 —38 48 =25 -2
9  Switzerland ..... —2,243 | ~3468 | —1,493 —509 —442 —~240 —242 —441 ~221 —348
10 United Kingdom —954 3,729 -1,126 —718 391 =275 183 -720 -99 216
11 Canada ................ . 1,087 —845 —564 —~ 1387 —458 - 140 51 —-163 -212 =101
12 Latin America and Caribbean 1,238 3,089 —435 —24 ~478 ~111 —178 —208 -27 89
13 Middle East' ............... ~2,474 3,531 —836 303 69 -27 93 —425 116 —593
14 Other Asia ... 1,365 3,405 -1,678 342 —124 231 -30 -921 —55 —903
15 Japan..... 1,922 3,340 -1,543 310 -53 166 —104 —764 -92 —749
16 Africa ........ . 188 131 —34 19 9 2 —34 1 -2 0
17 Other countries .........cocovivinieiriienianann. 121 268 —218 37 —147 —~125 12 -27 -91 13
18 Nonmonetary international and
regional organizations ....................... -176 -234 1m -1 -48 -30 1 46 38 57
Bonps?
19 Foreign purchases ... 86,381 120,540 45,830 11,1347 13,703 9,464 10,297 9,248 8,355 8,467
20 Foreignsales ......... ..o i 58,417 86,510 37,497 6,658" 9,331 7,810 7,780 8,061 7,499 6,347
21 Net purchases, or sales (=) ...................... 27,964 34,031 8,334 4,476 4,372 1,654 2,517 1,186 856 2,120
22 Foreign coumtries ....... ..o, 28,506 33,678 8,616 4,465 4,319 2,054 2,491 1,026 850 2,195
23 BUIOPE . ..ot 17,239 19,848 4,084 2,712 1,412 1,135 245 915 1,008 781
24 France 143 372 181 -14 6 118 9 5 -~58 108
25 Germany ..... 1,344 -238 —460 -117 -33 -114 -253 —-13 ~40 -39
26 Netherlands 1,514 850 —8 143 41 ~43 15 —11 -2 33
27 Switzerland ... .. 505 -165 241 54 =277 157 58 —69 59 36
28  United Kingdom 13,084 18,459 4,249 2,328 1,937 1,132 475 1,009 1,158 475
29 Canada .............coovinn 711 1,116 1,386 —86 204 178 474 183 353 198
30 Latin America and Caribbean .. 1,931 3,686 2,608 539 492 493 883 313 411 508
31 Middle East' ................. —178 —182 473 —57 242 87 100 36 -2 251
32 Other Asia 8,900 9,063 —66 1,343 1,954 152 796 —461 -993 440
33 Japan ... 7,686 6,331 141 1,045 1,728 170 1,103 —419 - 1,044 331
34 Africa ...... . -8 56 85 8 27 3 36 -8 48 8
35 Other COUNtries .. ...ovvvnrieiiroeinneniaie s —89 91 44 4 -1 5 -43 48 24 9
36 Nonmonetary international and
regional organizations .................... ... ~542 353 —282 12 52 ~399 27 160 6 -76
Foreign securities
37 Stocks, net purchases, or sales P ~1,959 | —12,832 -3,590 —584" ~2,217 772 -981 -90 —-872 -2,419
38 Foreign purchases ... 75,356 109,789 53,517 10,383 9,913 12,983 10,481 11,765 8,360 9,928
39 Foreignsales” ... ... i 77,315 122,621 57,107 10,966" 12,130 12,211 11,461 11,855 9,233 12,347
40 Bonds, net purchases, or sales (—) ~7,434 —6,049 | —12,595 477 ~275 556 -159 —9,605 - 1,830 —1,557
41  Foreign purchases .............. 218,521 | 234,215 | 107,209 | 20,465 18,545 18,512 20,671 22,375 20,184 25,467
42 Foreignsales ......... ... i 225,955 240,264 119,804 19,987 18,819 17,955 20,830 31,981 22,015 27,024
43 Net purchases, or sales (—), of stocks and bonds .... [ —9,393 | —18,881 | —16,185 —106" | —2,492 1,328 —1,139 | -9,695 | —2,702 | -3,976
44 Fureign countries ................ . oo ~9,873 | —18,914 | —15,022 —185" -2,500 1,220 -1,229 —8,094 -2,852 -4,067
45 BUTOPE « oot -7,864 | —17,728 | 2,340 168" -933 1,398 -1,226 —-305 -669 | —1,539
46 Canada .. —3,747 ~4,180 -4,005 —-324 -970 ~58 —144 —-1,323 -1,797 —683
47 Latin America and Caribbean .. 1,384 426 —6,741 —-102 —269 33 161 —6,648 —-171 -117
48 Asia 979 2,722 ~1,247 =22 —549 11 -307 693 —341 - 1,403
49 Africa .......... .. —54 93 -28 13 56 ~14 9 —1 —28 6
50 Other countries ........ovoviiiiiii e —571 ~246 —661 83 165 —249 277 —511 154 —331
51 Nonmonetary international and
regional organizations .............. ... ... 480 33 -1,163 78" 8 108 89 -1,601 150 91

1. Comprises oil —exporting countries as follows: Bahrain, Iran, Iraq, Kuwait,

Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States).

2. Includes state and local government securities, and securities of U.S.
government agencies and corporations. Also includes issues of new debt securi-

ties sold abroad by U.S. corporations organized to finance direct investments
abroad.

3. As a result of the merger of a U.S, and U.K. company in July 1989, the

former stockholders of the U.S. company received $5,453 million in shares of the
new combined U.K. company. This transaction is not reflected in the data above.
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dollars

1990 1989 1990
Country or area 1988 1989"
J;{la'; Nov. Dec.” Jan.” Feb." Mar.” Apr.” May”?
Transactions, net purchases or sales {—) during pericbdl
| Estimated total?. .. ... ... ... .. iiiiieei s 48,832 | 54,607 | —5,957 | B,154" 1,054 819 1,454 | —8,793 3,083 | 2,520
2 Foreign COUMIEIESZ v ettt et e e e e ettt 48,170 | 52,705 | —4,609 | 8,350 —462 1,090 1,795 | —8,597 4,022 | —-2,919
3 BUIOPE? . 14,319 | 35,939 2,838 | 4,203" 2,432 | 1,238 2,191 | ~2,374 6,031 | —4,247
4 Belgium—}‘uxembourg o . 923 ,048 125 210 -85 144 -337 —256 458 115
5 Germany” .......... —5,268 7,904 1,921 1,640" 1,735 -216 1,672 —475 633 306
6 Netherlands .. -356 | —1,141 | —1,654 54 —386 -330 —1,400 —411 749 —263
7 Sweden ..,... -323 886 213 | —232 29 =71 270 =22 763 =727
8  Switzerland? . ... - 1,074 1,097 ~306 | —780 —355 —284 -5 —251 422 —189
9  United Kingdom ....... 9,640 | 20,198 197 | 3,793 1,285 150 1,627 ~298 2,250 | —3,533
10 Other Western Europe .. 10,786 5,968 2,334 | —481 209 1,845 363 —664 747 43
11 Eastern Europe ........ . -10 -2 6 0 0 0 0 0 6 0
12.Canada .. ..o e 3,761 701 | —5,705 375 164 -542 -2,137 | ~1,383 110 | —1,752
13 Latin America and Caribbean ........................o 713 490 3,042 1 1,372 —-886 | 333 91 672 2,134 478
14 Venezuela R .. -109 311 ~96 163 -36 ~107 —48 38 —4 74
{5 Other Latin America and Caribbean ... . 1,130 -297 1,122 576 -610 262 16 270 -35 610
16  Netherlands Antilles ............... . -308 475 2,015 634 —240 —488 123 365 2,218 -204
17 Asia .......ooniinn .| 27,603 | 14,021 | -3,542 [ 1,7417 | -2,767 447 2,287 | 5,119 | -3,877 2,721
18 Japan . | 21,750 2,404 | =7,110 | 1,176" | ~1,133 837 852 | —5,630 | —6,102 2,933
19 Africa .... . —13 116 =110 9 39 9 i3 —43 ~81 -8
20 Allother ..ot 1,786 1,439 | —1,132 649 555 273 —650 -351 —294 -110
21 Nonmonetary international and regional organizations ........ 661 1,902 | —1,348 | ~196" 1,516 | —272 —341 -196 -939 400
22 International .. 1,106 1,473 =913 | -143 1,335 -360 —286 -92 —553 378
23 Latin America regional ...... ... .. ... ciiiiiiiiiin. =31 231 100 0 0 38 -11 -26 74 25
Memo
24 Foreign countries? . .. .. N .. | 48,170 52,705 | —4,609 | 8,350" —462 1,090 1,795 | —8,597 4,022 | —-2,919
25  Official instin&tions .| 26,624 | 27,028 | ~2,209 | 1,686 1,305 328 | —1,425 ( ~3,856 5,592 | —2,847
26 Other foreign® ... ... ... i i e 21,546 | 25,677 | —2,401 | 6,664" | —1,767 763 3,220 { —4,741 | ~1,570 -1
Qil-exporting countries
27 Middle East® ... . . e 1,963 8,148 3,396 =26 —640 916 970 1,020 668 -178
28 Africat 1 -1 -1 -1 0 -1 0 0 0 0
1. Estimated official and private transactions in marketable U.S. Treasury 3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

securities with an original maturity of more than 1 year. Data are based on
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and
notes held by official institutions of foreign countries.

2. Includes U.S. Treasury notes publicly issued to private foreign residents
denominated in foreign currencies.

United Arab Emirates (Trucial States).
4. Comprises Algeria, Gabon, Libya, and Nigeria.



3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per year

Interest and Exchange Rates

A69

Rate on July 31, 1990

Rate on July 31, 1990

Rate on July 31, 1990

Country Country Country
Month S Month . Month
Percent effective Percent effective Percent effective
Austria.......... 6.5 QOct. 1989 9.5 Apr. 1990 Norway........... 8.0 June 1983
Belgium . 10.25 Oct. 1989 6.0 Oct. 1989 Switzerland . .. 6.0 Oct. 1989
Canada. . 13.48 July 1990 12.5 May 1990 United Kingdom*........ [ ....... [ .........
Denmark 10.5 Oct. 1989 5.25 Mar. 1990
7.0 Oct. 1989

f. As of the end of February 1981, the rate is that at which the Bank of France

discounts Treasury bills for 7 to 10 days.

2. Minimum lending rate suspended as of Aug. 20, 1981. )
NoTE. Rates shown are mainly those at which the central bank either discounts

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per year, averages of daily figures

or makes advances against eligible commercial paper and/or government com-
mercial banks or brokers. For countries with more than one rate applicable to
such discounts or advances, the rate shown is the one at which it is understood the
central bank transacts the largest proportion of its credit operations.

1990
Country, or type 1987 1988 1989

Jan. Feb. Mar. Apr. May June July
{ Eurodollars .......................... 7.07 7.85 9.16 8.22 8.24 8.37 8.44 8.35 8.23 8.09
2 United Kingdom.................. 9.65 10.28 13.87 15.13 15.07 15.23 15.17 15.11 14.95 14.92
3 Canada .......... 8.38 9.63 12.20 12.24 12.96 13.35 13.59 13.77 13.73 13.58
4 Germany. . 3197 4.28 7.04 8.22 8.27 8.42 8.20 827 8.24 8.17
S Switzerland .................... 3.67 2.94 6.83 9.35 9.31 8.88 9.01 8.83 8.71 8.81
6 Netherlands 5.24 4.72 7.28 8.82 8.93 8.70 8.46 8.37 8.26 8.16
7 France. . 8.14 7.80 9.27 11.19 10.93 10.56 9.92 9.70 9.94 9.91
8 Italy...... 11.15 11.04 12.44 12.88 13.22 13.03 12.11 12.09 11.33" 11.38
9 Belgium. .. 7.01 6.69 8.65 10.48 10.54 10.39 10.19 9.90 9.63 9.30
10 Japan........ooooiiiiiii i 3.87 3.96 4.73 6.02 6.22 6.33 6.62 6.84 6.86 7.02

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 dollar

1990
Country/currency 1987 1988 1989
Feb. Mar. Apr. May June” July
1 Australia/dollar® .. ...l 70.137 78.409 79.186 75.932 75.562 76.366 76.106 77.903 79.076
2 Austria/schilling ................ .l 12.649 12.357 13.236 11.803 11.514 11.862 11.699 11.843 11.520
3 Belgium/franc . 37.358 36.785 39.409 34,998 35.398 34.868 34,325 34.602 33.715
4 Canada/dollar . .. 1.3259 1.2306 1.1842 1.1965 1.1800 1.1641 1.1747 1.1730 1.1570
5 China, P.R./yuan .. . 3.7314 3.7314 3.7673 4.7339 4.7339 4.7339 4.7339 4.7339 4.7339
6 Denmark/krone.............coooeviiin. 6.8478 6.7412 7.3210 6.4729 6.5349 6.4305 6.3349 6.4080 6.2339
7 Finland/markka............cc..ooooinns 4.4037 4.1933 4,2963 3.9642 4.0276 3.9923 3.9270 3.9561 3.8386
8 Franceffranc .............c...coiiit 6.0122 5.9595 6.3802 5.6897 5.7555 5.6638 5.5989 5.6613 5.4924
9 Germany/deutsche mark................ 1.7981 1.7570 1.8808 1.6758 1.7053 1.6863 1.6630 1.6832 1.6375
10 Greece/drachma............c.c.oiviit 135.47 142.00 162.60 158.04 162.44 163.77 163.82 164.78 160.59
11 Hong Kong/doltar 7.7986 7.8072 7.8008 7.8103 7.8129 7.7966 7.7877 7.7855 7.7704
12 India/rupee ,.... 12.943 13.900 16.213 16.990 17.116 17.294 17.325 17.421 17.412
13 Ireland/punt®. . .......covviiiieninnnn, 148.79 152.49 141.80 158.28 156.26 158.97 161.21 159.28 163.75
14 Ttalyflira. ....c.covveiiiiiin i, 1,297.03 1,302.39 1,372.28 1,243.68 1,257.67 1,238.38 1,221.93 1,235.60 1,199.65
15 Japanfyen..........c.oiiiiiiiiiiiin 144.60 128.17 138.07 145.69 153.31 158.46 154.04 153.70 149.04
16 Malaysia/ringgit ..........cooviiiinn 2.5186 2.6190 2.7079 2.7137 2.7170 2.7264 2.7024 2.7104 2.7051
17 Netherlands/guilder_................... 2.0264 1.9778 2.1219 1.8892 1.9204 1.8984 1.8704 1.8946 1.8452
18 New Zealand/dollar® . .................. 59.328 65.560 59.354 59.156 58.471 57.883 57.293 58.254 59.147
19 Norway/krone............coovieivaains 6.7409 6.5243 6.9131 6.4760 6.5972 6.5457 6.4477 6.4700 6.2925
20 Portugalfescudo ........oooiiii i 141.20 144.27 157.53 147.71 150.59 149.29 147.08 147.90 143.93
21 Singapore/dollar.................. ...l 2.1059 2.0133 1.9511 1.8641 1.8777 1.8783 1.8589 1.8471 1.8193
22 South Africa/rand............. ..ol 2.0385 2.2770 2.6214 2.5449 2.6158 2.6552 2.6468 2.6592 2.6253
23 South Korea/won 825.94 734.52 674,29 692.47 700.50 708.76 711.85 718.07 718.75
24 Spain/peseta . ... 123.54 116.53 118.44 108.27 109.37 107.00 103,98 103.91 100.41
25 Sri Lanka/rupee . 29.472 31.820 35.947 40.018 40.018 40.018 40.023 40,018 40.018
26 Sweden/krona...........ovvviieiiiain 6.3469 6.1370 6.4559 6.1250 6.1683 6.1160 6.0560 6.0896 5.9470
27 Switzerlandffranc............. ... 1.4918 1.4643 1.6369 1.4879 1.5133 1.4866 1.4198 1.4250 1.3924
28 Taiwan/dollar ......................... 31.753 28.636 26.407 26.118 26.361 26.369 26.961 27.391 27.163
29 Thailand/baht ........ ETTERTRTTRIPRED 25,775 25.312 25.725 25.733 25.926 26.024 25.928 25.876 25.706
30 United Kingdom/pound®................ 163.98 178.13 163.82 169.61 162.45 163.72 167.74 171.03 180.98
Memo
31 United States/dollar®................... 96.94 92.72 98.60 92,25 94.11 93.51 92.04 92.43 89.68

L. Averages of certified noon buying rates in New York for cable transfers.
Data in this table also appear in the Board’s G.5 (405) release. For address, see

inside front cover.
2. Value in U.S. cents.
3. Index of ighted:

verage exchange value of U.S. dollar against the

currencies of 10 industrial countries. The weight for each of the 10 countries is the
1972-76 average world trade of that country divided by the average world trade of
all 10 countries combined. Series revised as of August 1978 (see Federal Reserve

Bulletin, vol. 64, August 1978, p. 700}.
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Financial Markets A73
423 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, February 5-9, 1990
A. Commercial and Industrial Loans
Weighted Loan rate (percent) Loans Most
Amount of |  Average average made Partici- cumrﬁon
v o g loans size maturity? ) under pation e
Characteristic (thousands | (thousands y Weighted Standard Inter- commit- loans }):;; '
of dolars) | of dollars) average error? quartile ment (percent) p-' (.”
Days effective? range’ {percent) rate
ALL BANKS
1 Overnight’ ... oive e 11,853,050 5,773 * 9.12 .06 8.82-9.24 65.3 3.1 Fed Funds
2 One month and under............... 10,912,605 959 17 9.47 18 8.86-9.81 80.0 7.1 Other
3 Fixedrate ........ 7,977,233 1,164 17 9.36 18 8.90-9.81 76.1 8.3 Other
4 Floating rate 2,935,373 648 i5 9.78 30 R.78—10.48 90.7 3.7 Domestic
S Over one month and under a year .. .. 7,991,517 110 142 10.67 19 9.48-11.57 78.4 5.6 Prime
6 Fixedrate .................. 3,133,089 101 124 10.32 .23 9.34-11.32 71.8 7.9 Other
7 TFloating rate 4,858,429 17 154 10.90 19 10.26-11.63 82.7 4.2 Prime
8 Demand® ... 12,632,977 205 * 10.60 15 9.51-11.57 838 5.6 Prime
9 Fixed rate . o 2,102,193 414 * 9.79 23 8.99-10.50 87.9 6.7 Domestic
10 Floatingrate ............. ... 10,530,783 186 * 10.76 14 10.38-11.57 82.9 5.4 Prime
L1 Total short term 43,390,149 294 43 9.93 A5 4.98-10.58 76.8 53 Prime
12 Fixed rate (thousands of dollars) ... .. 25,064,398 556 24 9.40 13 8.91-9.62 71.4 5.7 Other
13 24 228,103 7 11 12.48 22 11.63-13.31 22.6 . Prime
14 25-49 . 138,401 32 138 11.88 .24 11.03-12.78 211 . Prime
15 50-99 ... 153,555 64 100 12.00 27 11.48-12.62 44.0 4.9 Prime
16 100-499 . 514,784 192 114 10.89 .30 10.05-12.01 44.1 2.0 Prime
17 500-999 ...... ... .. ... 438,873 670 50 10.27 A3 9,33-11.07 71.7 6.0 Other
18 1000andover.................... 23,590,682 7,738 20 9.29 .08 8.87-9.52 729 5.8 Other
19 Floating rate {thousands of dollars) ... | 18,325,752 179 102 10.64 16 9,53-11.57 84.1 4.8 Prime
20 1= 494,854 10 150 12.17 09 11.57-12.75 7.8 9 Prime
21 534,203 34 136 11,98 .08 11.35-12.68 79.4 2.5 Prime
22 855,633 66 146 .72 .07 11.02-12.28 8.0 1.9 Prime
23 100-499 ... 3,284,718 192 155 11.40 .09 10.52-12.01 86.8 5.4 Prime
24 500-999 .. ...l s 1,338,306 653 145 10.93 .04 10.47-11,57 89.0 8.6 Prime
25 1000 and over . ... 11,818,038 4,268 80 10.19 .14 9.09-11.02 83.8 4.7 Prime
Months
26 Total long term .. ........... .. ...... 5,129,535 223 46 10.92 19 10.38-11.73 77.9 8.6 Prime
27 Fixed rate (thousands of dollars) ... .. 910,047 110 46 10.45 28 9.42-11.30 S2.8 6.8 Other
28 122,178 16 49 12.29 .20 11.07-13.31 228 2 Other
29 98,957 240 55 11.51 .20 10.53-12.13 41.7 6.0 Prime
30 66,844 686 55 10.86 .34 10.52-11.30 42.1 0 Other
31 622,067 4,145 43 9.88 31 9.27-10.38 61.8 8.9 Other
32 Floating rate (thousands of dollars)... | 4,219,488 286 46 11.02 20 10.38-11.85 83.3 8.9 Prime
33 199, 280,109 26 45 12.19 14 11.57-12.75 45.5 5.0 Prime
34 100-499 . 563,180 210 38 11.62 A3 10.79-12.19 66.7 9.9 Prime
35 500-999 ... R 294,586 648 44 11.38 5 10.52~12.01 73.6 21.0 Prime
36 000 andover.... ..o 3,081,613 4,292 47 10.77 19 10.38-11.57 90.6 8.0 Prime
Loan rate (percent)
Days Prime rate'”
Effective’ Nominal”
1.0ANS MADE Berow Prime!!
37 Overnight’ 11,321,358 8,837 * 9.05 8.66 10.01 64.1 33
38 One month and under, ... 9,613,620 4,344 16 9.20 8.82 10.01 80.9 7.2
39 Over ong month and under a year 3,233,191 435 132 9.39 9.03 10.10 85.6 9.0
40 Demand® ... i 4,011,782 1,287 * 9.15 8.81 10.03 72.7 5.5
41 Total short term .. .................. 28,179,950 2,008 25 9.16 8.78 10.02 73.5 5.6
42 Fixedrate ............ 22,108,343 2,806 18 9.13 8.76 10.01 7.7 6.4
43 TIloating rate 6,071,607 989 64 9,24 8.86 10.06 80.1 2.5
Months
44 Totatlong term..................... 1,272,533 631 4 9.48 9.13 10.16 78.6 7.7
45 Fixedrate ..o, 510,375 425 41 9.51 9.17 10.11 58.8 13.2
46 Floatingrate ..................ov.0s 761,158 936 47 9.47 9.10 10.20 92.0 4.0

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, February 5-9, 1990'—Continued

A. Commercial and Industrial Loans—Continued

Weighted Loan rate (percent) Loans Most
Amount of | Average average made Partici- common
. loans size maturity? . under pation "
Characteristic (thousands | (thousands v Weighted Standard lntel:- commit- loans p?il(i:sire)g
of doliars} | of dollars) average errort quartile ment {percent) teb
Days effective’ range’ (percent) rate
LARGE BANKS
1 Overnighl7 ......................... 9,972,446 7,774 * 9.13 .07 8.80-9.21 58.8 3.7 Other
2 Onemonthand under............... 9,111,727 5,306 17 9.44 B 8.82-9.81 79.2 6.0 Domestic
3 Fixed rate 6,611,497 7,238 17 9.38 By 8.86-9.81 74.4 7.3 Other
4  Floating rate 2,500,230 3,1 14 9.62 3 8.73-10.12 92.1 2.7 Domestic
5 Over one month and under a year.. .. 4,325,095 741 129 10.20 .09 9.36-10.89 87.8 5.1 Prime
6 Fixedrate .............covenens 1,916,165 2,321 15 9.88 18 9.21-10.42 86.2 8.9 Domestic
7  Floatingrate ..................... 2,408,931 480 141 10.45 B Y 9.49-11.19 89.1 2.0 Prime
8§ Demand® ... 7,663,066 418 * 10.39 19 9.25-11.30 7.9 6.0 Prime
9  Fixed rate .. 1,463,583 816 * 9.99 .26 9.25-10.87 85.3 9.1 Domestic
10 Floating rate .. 6,199,483 375 * 10.49 .23 9.25-11.35 75.9 52 Prime
11 Total shortterm .................... 31,072,334 1,143 31 9.68 .06 8.94-10.42 73.5 5.1 Other
12 Fixed rate (thousands of dollars) .. ... 19,962,617 4,147 19 9,35 .06 8.87-9.60 68.5 5.8 Other
8,331 9 107 11.45 35 10.75-12.00 374 .0 Prime
10,529 33 106 11.46 .46 11.00-12.00 36.9 .0 Prime
17,650 63 72 11.20 .39 10.52-11.84 50.5 .0 Prime
150,576 220 39 10.48 A3 10.00-11.35 69.9 2.9 Prime
249,903 676 36 10.20 .18 9.45-11.00 74.2 5.6 Other
19,525,629 8,569 19 9.32 .06 8.86-9.58 68.5 58 Other
11,109,717 497 76 10.28 .19 9.18-11.07 824 4.0 Prime
,985 1 151 11.89 14 11.02-12.68 83.4 .6 Prime
114,989 34 144 11.75 1 11.02-12.19 86.9 1.2 Prime
216,115 66 135 11.60 11 10.75-12.13 88.7 1.0 Prime
1,127,104 202 146 11.20 .05 10.47-11.63 89.9 3.4 Prime
625,820 649 153 10.94 07 10.47-11.57 90.0 7.3 Prime
8,943,703 5,346 67 10.06 20 8.98-10.89 80.7 4.0 Prime
Months
26 Totallong term.................. ... 3,333,455 1,018 46 10.51 .18 9.69-11.19 88.3 5.1 Prime
504,798 1,009 37 9.7t .16 9.22-9.99 61.5 5.6 Other
7,107 22 47 11.71 .31 11.41-12.68 23.7 .0 None
17,006 250 46 11.44 .29 11.06-11.57 67.6 5.3 Domestic
13,546 686 61 10.20 49 9.26-11.57 45.3 0 None
467,140 5,565 36 9.60 12 9.00-9.81 62.3 59 Other
2,828,657 1,020 47 10.65 24 10.38-11.35 93.1 5.0 Prime
44,013 41 38 11.90 25 10.92-12.68 75.6 8.9 Prime
231,691 232 40 11.34 A7 10.47-12.01 85.6 11.8 Prime
144,635 654 41 11.20 1R 10.47-12,01 91.8 12.9 Prime
2,408,319 5,061 49 10.53 26 10.31-11.19 94.2 3.9 Prime
Loan rate (percent)
Days Prime rate'®
Effective’ Nominal®
LoaNs MADE BELow PriME'!
37 Overnight’ ...................ooia. 9,446,174 9,308 * 9.05 8.66 10.00 57.1 3.9
38 One monthand under............... 8,259,155 8,763 16 9.25 8.86 10.00 79.4 6.7
39 Over ong month and under a year.. .. 2,336,876 3,450 132 9.35 8.99 10.00 88.5 7.9
40 Demand® .............. ..ol 2,947,156 3,056 * 9.12 8.80 10.01 63.4 6.5
41 Total short term . .. 22,989,361 6,388 22 9.16 8.78 10.00 69.1 5.6
42 Fixedrate ........ 18,021,924 7,286 17 9.16 8.78 10.00 66.8 6.7
43 Floatingrate .............cccoviven, 4,967,437 4,413 54 9.16 8.79 10.00 71.3 1.8
Months
44 Totallongterm..................... 1,067,293 3,962 42 9.26 8.93 10.01 85.2 55
45 Fixedrate .................. .00 404,739 4,554 31 9.33 9.02 10.00 61.4 10.9
46 Floatingrate .................... ... 662,554 3,671 48 9.22 8.87 10.01 99.8 2.1

For notes see end of table.
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A. Commercial and Industrial Loans—Continued

Financial Markets AT7TS

Weighted Loan rate (percent) Loans Most
Amount of Average average made Partici- o mr;lon
N i loans size maturity? . under pation )
Characteristic (thousands | (thousands Weighted Standard lmerj commit- loans :i:ﬁ
of dollars) | of dollars) average error® quartile ment {percent) p 6g
Days effective’ range’ (percent) rate
OTHER BANKS
H Ovemigh!7 ....................... 1,880,604 2,441 * 9.07 10 8.91-9.24 99.7 .0 Fed Funds
2 One month and under 1,800,878 186 17 9.64 .33 9.01-10.47 83.9 12.4 Prime
3 Fixedrate .......... ..ol 1,365,735 230 17 9.29 .36 9.00-9.80 84.3 13.4 Other
4 Floatingrate ...t 435,143 117 18 10.72 .32 9.35-11.86 82.7 9.3 Prime
5 Over one month and under a year.... | 3,666,422 55 158 11.23 .22 10.47-12.19 67.3 6.3 Prime
6 Fixedrate ................... 1,216,924 40 139 11.01 23 9.47-12.40 49.1 6.4 Other
7 * Floating rate 2,449 498 67 167 11.34 23 10.47-12.13 76.4 6.3 Prime
8§ Demand® ... .. ... 4,969,911 115 * 10.92 21 10.47-11.63 93.1 5.0 Prime
9  Fixed rate .. .. 638,611 194 * 9.33 39 8.97-9.27 93.8 1.1 Domestic
10 Floating rate . ... e 4,331,300 108 * 11.16 .07 10.52-11.85 93.0 5.6 Prime
11 Total short term .................... 12,317,816 102 83 10.54 14 9.24-11.57 85.1 5.7 Prime
5,101,781 127 44 9.62 23 8.91-9.96 82.8 53 Fed Funds
219,772 7 111 12.52 15 11.84-13.31 22,0 1 Prime
127,872 32 138 11.9t 14 11.04-12,78 19.8 A Prime
135,905 64 101 12.11 25 11.63-12.62 43.1 5.6 Prime
364,207 182 130 11.06 39 10.25-12.55 334 1.6 Prime
188,970 664 66 10.37 19 9.14-11.57 68.3 6.6 Other
4,065,053 5,279 25 9,15 A7 8.91-9.41 94.5 6.0 Fed Funds
7,216,035 90 145 11.19 09 10.47-11.91 86.7 6.1 Prime
412,869 9 150 12.22 08 11.57-12.75 69.5 1.0 Prime
419,213 34 135 12.04 .08 11.52-12.68 713 2.9 Prime
639,518 65 148 11.77 06 11.07-12.40 78.4 22 Prime
2,157,614 187 157 11.51 s 10.75-12.13 852 6.5 Prime
712,486 657 141 10.93 06 10.47-11.57 88.0 9.7 Prime
2,874,335 2,623 134 10.63 .16 10.07-11.57 93.3 6.8 Prime
Months
26 Totallong term . .................... 1,796,080 1] 46 11.69 07 11.02-12.28 58.5 14.9 Prime
27 Fixed rate (thousands of dollars) ... .. 405,249 52 57 11.37 23 10.47-12.06 42,1 8.1 Other
28 ~99 .. 115,072 16 49 12.32 A7 11.07-13.31 21.9 2 Other
29 100-49% 81,952 238 57 11.53 .28 10.53-12.13 36.3 6.1 Prime
30 500-999 53,298 686 53 11.03 .23 10.69-11.30 41.2 .0 Other
31 1000 and over 154,927 2,343 64 10.70 .40 10.11-11.35 60.4 7.9 Other
32 Floating rate (thousands of dollars}. .. 1,390,831 16 42 11.78 .06 11.30-12.28 63.3 16.9 Prime
33 236,096 24 46 12.25 .08 11.63-12.75 399 4.3 Prime
34 331,489 197 37 11.81 .16 11.07-12.19 535 8.6 Prime
35 149,951 642 46 11.55 .25 11.02-11.85 56.1 28.9 Prime
36 673,294 2,781 43 11.65 11 11.30-12.28 77.9 227 Prime
Loan rate (percent)
Days Prime rate!
Effective’ | Nominal®
S—
LoANS MADE BELOW PRIME!!
37 Overnight’ . ... ........... 1,875,184 7,042 * 9.06 8.67 10.02 99.8 0
38 One month and under 1,354,465 1,066 15 8.93 8.55 10.10 90,1 10.5
39 Over ong month and under a year. ... 896,314 133 134 9.51 9.12 10.34 78.1 11.7
40 Demand® ... ...l 1,064,626 494 * 9.23 8.84 {g.1t 9.6 2.6
41 Total shortterm .................... 5,190,589 497 35 9.14 8.7 10.12 933 5.3
42 Fixedrate ......ooovvieininiinnns 4,086,419 754 21 9.01 8.63 10.06 93.3 5.2
43 Floatingrate ....................... 1,104,170 220 112 9.61 9.20 10.30 93.1 5.7
Months
44 Totalfongterm..................... 205,240 117 57 10.65 10.15 10,95 4.3 194
45 Fixedrate ..............ooviein 106,636 96 76 10.22 9.74 10.52 48.9 21.8
46 Floatingrate ..................ov... 98,604 136 37 11.13 10.60 11.42 394 16.9

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, February 5-9, 1990—Continued

B. Loans to Farmers'?

Size class of loans (thousands)
Characteristic $
N 250
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
ALL BANKS
1 Amount of loans (thousands of dollars).............. $ 1,291,198 | $ 105,639 { $ 133,327 | $ 157,468 | $ 205,758 | $ 258,937 | $ 430,069
2 Numberofloans.................. ey .. 48,108 29,348 8,794 4,657 3,031 1,811 466
3 Weighted average maturity (months)” ............... 12.8 8.4 11.4 14.9 21.6 12,0 8.7
4 Weighted averagg interest rate (percent)3 ............ 11.78 12.55 12.40 12.19 12.18 11.86 11.00
Standard error’ ... ..o e .. 73 .26 42 18 2 .30 .67
6 Interquartile range’ .. . e 11.02-12.47 11.87-13.03 11.83-12.90 11.63-12.75 11.57-12.75 11.46-12.68 10.47-11.62
By purpose of loan
7 Feederlivestock..............cooiiiiiiiiii 11.40 12.53 12.32 12.17 11.95 11.55 11.00
8 Otherlivestock ................. . 11.66 12.87 12.63 12.61 12.94 * 10.64
9 Other current operating expenses . 12.11 12.49 12.52 12.26 12.34 12.04 11.15
10 Farm machinery and equipment .. 12.21 12.69 11.96 12.06 12.21 * *
11  Farmrealestate ................ NS 11.45 12.58 11.88 11.69 11.29 * *
12 Other......... o i 11.59 12.44 12.35 11.93 11.81 11.54 11.10
Percentage of amount of loans
13 With floating rates 71.0 516 58.6 64.3 68.8 76.0 80.2
14 Made under commitment . . 64.7 49.6 46.7 49.6 48.2 56.6 92.1
By purpose of loan
15 Feeder livestock ...........ovvieiiviiiiiin 217 1.2 18.4 15.8 18.4 19.6 48.2
16  Other livestock ................. 10.9 9.7 8.2 12.1 8.3 15.7
17 Other current operating expenses . 39.5 59.4 51.1 40.9 47.2 54.6 17.8
18  Farm machinery and equipment .. 5.2 13.3 10.5 13.0 6.0 * *
19  Farmrealestate ................ .. 4.7 .6 3.4 6.6 4.6 * *
20 Other.........oviiii i 12.0 59 8.3 11.6 15.6 14.1 11.9
LARGE FARM LENDERS'?
1 Amount of loans (thousands of dollars) $ 639,193 |8 16,743 | $ 30,002 | $ 38274 | § 53,480 | $ 107,393 | $ 393,300
2 Numberofloans.................. . 9,470 4,518 1,962 1,111 805 702 374
3 Weighted average maturity (months)* ............... 9.4 7.4 9.6 10.1 12.5 10.5 8.5
4 Weighted average interest rate (percent)’............ 11.27 12.23 11.92 11.82 11.74 11.61 10.96
5 Standard error®... . ........ .. ... . 71 22 .39 14 .16 22 51
6 Interquartile range® ...... ... coeieiiiiiiiiiia, 10.52-12.13 11.63-12.75 11.35~-12.47 11.30-12.19 11.12-12.19 11.02-12.19 10.47-11.62
By purpose of loan
7 Feederlivestock ...............coooiiiiia 11.14 12.20 11.94 11.9% 11.61 11.49 11.00
8  Other livestock . . . 10.55 12.34 12.18 11.71 11.72 * 10.29
9  Other current operating expenses . 11.60 12.23 11.85 11.89 11.93 11.74 11.18
10 Farm machinery and equipment 12.22 12.66 12.24 11.95 * * *
{1 Farmrealestate .............. .. 11.43 12.25 12.19 11.92 * * *
120 Other.. ... 11.26 12.07 11.86 11.46 11.46 11.32 11.05
Percentage of amount of loans
13 With floatingrates .................coiiiiia 84.3 79.3 84.6 86.7 88.8 97.5 80.1
14 Made under commitment ........... ... 87.0 75.9 73.9 71.6 71.9 78.2 93.1
By purpose of loan
15 Feederlivestock ............0coviiiiiiniiin.. 39.6 1.4 17.5 239 28.5 217 50.3
16  Other livestock ............. 10.1 4.8 5.7 1.7 4.7 * 14.0
17 Other current operating expenses 28.1 65.9 54.7 46.9 37.9 40.7 17.8
18  Farm machinery and equipment 1.9 3.6 4.6 3.8 * *
19  Farmrealestate .............. . 59 1.0 4.1 5.0 * *
20 Other..... ... 14.4 133 13.4 16.7 18.5 24.8 10.9
OTHER BANks"?
1 Amount of loans (thousands of dollars).............. 3 652,005 | § 88,895 | $ 103,325 | $ 119,194 | § 152,278 | § 151,544 *
2 Numberofloans..........cocovvemennn . 38,638 24,830 6,832 3,546 2,226 1,109 *
3 Weighted average maturity (months)® ............... 14.9 8.5 1.7 15.9 24.1 12.7 *
4 Weighted average interest rate (percent)’ 12.28 12.62 12.54 12.31 12.33 12.03 *
S Standard error®.. .. .. RPN . 13 12 13 A1 15 .20 *
6  Interquartile range” ........... 11.63-12.82 11.99-13.12 12.00-13.07 11.63-12.81 11.63-12.82 11.62-12.82 *
By purpose of loan
7 Feederlivestock ............ oo 12.03 12.60 12.42 12.32 12.19 * *
8  Otherlivestock ................. . 12.60 12.92 12.71 12.68 * * *
9 Other current operating expenses . 12.38 12.54 12.74 12.41 12.44 12.17 *
10 Farm machinery and equipment . 12.21 12.69 11.93 12.07 * * *
11 Farmrealestate .............. A 11.48 * * * * * *
120 Other. ...t i s 12.07 12.64 12.63 * 11.96 * *

For notes see end of table.
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B. Loans to Farmers'>—Continued

Financial Markets

AT77

Size class of loans (thousands)
Characteristic i~ 52
ag 50
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
Percentage of amount of loans
13 With floatingrates ..., 58.0 46.4 51.0 57.1 61.7 60.7 *
14 Made under commitment .................... ... ... 42.7 44.6 38.9 40.7 37.8 41.3 *
By purpose of loun

15 Feederlivestock...............ooociiin, 16.0 1.1 18.7 13.2 4.8 * *
16 Otherlivestock .............., 11.7 10.6 8.9 14.8 * * *
17 Other current operating expenses 50.7 58.2 50.0 38.9 50.4 64.4 *
18  Farm machinery and equipment . 8.4 15.1 12.3 15.9 * * *
19 Farmrealestate ............. o 3.5 * * * * *
20 Other.........cuiiiiiii i 9.7 4.5 6.8 * 14.5 * *

*Fewer than 10 sample loans.

1. The survey of terms of bank lending to business collects data on gross loan
extensions 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 sample of 250 banks
reports loans to farmers. The sample data are blown up to estimate the lending
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. Mortgage
loans, purchased loans, foreign loans, and loans of less than $1,000 are excluded
from the survey.

As of Dec., 31, 1988, assets of most of the large banks were at least $6.0 billion,
For all insured banks total assets averaged $220 million.

2. Average maturities are weighted by loan size and exclude demand loans.

3. Effective (compounded) annual interest rates are calculated from the stated
rate and other terms of the loan and weighted by loan size.

4, The chances are about two out of three that the average rate shown would
differ by less than this amount from the average rate that would be found by a
complete survey of lending at all banks.

S. The interquartile range shows the interest rate range that encompasses the
middle 50 percent of the total dollar amount of loans made,

6. The most common base rate is that rate used to price the largest dollar

volume of loans. Base pricing 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.

7. Overnight loans are loans that mature on the following business day.

8. Demand loans have no stated date of maturity.

9. 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.

10. The prime rate reported by each bank is weighted by the volume of Joans
extended and then averaged.

11. The proportion of loans made at rates below prime may vary substantially
from the proportion of such loans outstanding in banks' portfolios.

12. Among banks reporting loans to farmers (Table B}, most ‘‘large banks”
(survey strata 1 to 2) had over $20 million in farm loans, and most *‘other banks'’
(survey strata 3 to 5) had farm loans below $20 million.

The survey of terms of bank lending to farmers now includes loans secured by
farm real estate. In addition, the categories describing the purpaose of farm loans
have now been expanded to include “‘purchase or improve farm real estate.” In
previous surveys, the purpose of such loans was reported as “other.”
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, December 31, 1989*

Millions of dollars

All states? New York California Hlinois
Item
Total \ Total N Total Total
. : IBF ; . IBF’s : : IBF’ . < 1BF’
|n10113ug_1sng o nly§ mcll}uFd‘lsng onlyf m{:llaulgxsng o nly§ mclu}gi}:g onlyg
1 Total assets® .. ... ... i 579,512 276,560 428,794 222,011 78,779 27,531 44,143 17,046
2 Claims on nonrelated parties ...............c.ovieinnn. 519,718 214,142 382,870 172,287 72,681 20,414 43,739 16,079
3 Cash and balances due from depositary institutions. .. ... . 145,685 124,231 121,701 103,019 8,319 7,483 13,806 12,544
4 Cash items in process of collection and unposted
debits ..o 1,239 0 1,179 0 31 0 6 0
5 Currency and coin (U.S. and foreign) . .. 23 n.a. 17 n.a. 2 n.a. t n.a.
6  Balances with depository institutions in Umtcd States .. 77,547 58,934 64,952 48,690 4,701 4,105 7,091 5,906
7 U.S. branches and agencies of other foreign banks
(including their IBFs).......................... 67,493 54,809 56,643 44,966 4,117 3,915 6,314 5,724
8 Other depository institutions in United States
(including their IBFS). . ...........c.ooovvevnn... 10,054 4,125 8,309 3,724 584 190 777 183
9  Balances with banks in foreign countries and with
foreign central banks . ................ ... ... 66,013 65,297 54,892 54,329 3,497 3,378 6,649 6,637
10 Foreign branches of U.S. banks .................... 2,552 2,4% 2,069 2,014 183 183 279 279
il Other banks in foreign countries and foreign central
DAMKS . L et e 63,461 62,801 52,823 52,315 3,314 3,19 6,374 6,359
12 Balances with Federal Reserve Banks.. 862 n.a. 661 na. 89 n.a. 58 n.a.
13 Total securitfes and loans. . ......................... ... 298,766 77,180 201,590 58,994 52,864 11,234 26,954 3,020
14 ‘Total securities, book value............... ... 37,676 12,262 31,969 10,144 3,760 1,496 1,162 539
15 US. Treasiry ....c.veeivininiicaaaeaananins 6,140 n.a. 5,882 n.a. 80 n.a. 116 n.a.
16  Obligations of U.S. government agencies and
COTPOTALIONS .\t veititienetreeaetanananeans 5,016 n.a. 4,838 n.a. 115 n.a. 0 n.a.
17 Other bonds, notes, debentures and corporate stock
(including state and local securities) .............. 26,520 12,262 21,249 10,144 3,565 1,496 1,045 539
18 Federal funds sold and securities purchased under
agreements toresell...... ... L 20,253 4,520 17,803 3,764 914 508 991 107
19  U.S. branches and agencies of other foreign banks . 11,964 2,834 10,407 2,523 406 108 899 100
20 Commercial banks in United States - 4,438 1 4,109 0 98 0 44 0
21 Other... . oo 3,851 1,685 3,287 1,241 410 400 49 7
22 Total 10808, BIOSS « .ottt v ittt ittt 261,273 64,951 169,739 48,880 49,148 9,740 25,806 2,482
23 Less: Unearned income on loans . . . 183 33 118 30 1 14 1
24 Equals: Loans, net.................c....coveiiiinnn. 261,090 64,918 169,621 48,849 49,104 9,739 25,792 2,481
Total loans, gross, by category
25 Realestate 10ans. ..........coiiiiiniiiiniiinne o 30,207 272 16,741 176 7,868 90 3,254 0
26 Loans to depository institutions . ........ .. ... iuens 61,431 31,508 43,785 20,511 10,864 7,109 4,546 2,070
27 Commercial banks in United States (including IBFs). ... 38,376 11,152 26,850 5,984 7,642 4,001 3,561 1,102
28 U.S. branches and dgencms of other foreign banks ... 33,713 10,545 23,267 5,624 7,142 3,764 3,003 1,092
29 Other commercial banks in United States............ 4,663 607 3,583 360 500 237 558 10
30  Other depository institutions in United States (including
IBES) oot 2 141 166 141 42 1] 0 0
31 Banks in foreign countries ........ . 22,845 20,215 16,769 14,386 3,180 3,108 985 968
12 Foreign branches of U.S. banks . .. 586 585 498 497 65 65 18 18
33 Other banks in foreign countries. . . .. 22,259 19,630 16,271 13,889 3,115 3,043 967 949
34 Other financial institutions ... 1726 885 . 677 1,149 170 480 23
35 Commercial and industrial loans..............c.ccoveen 138,218 15,966 84,552 13,706 27,279 1,640 17,119 310
36 U.S. addressees (domicile). .. ... 117,491 289 68,300 175 24,587 104 16,655 10
37 Non-U.S8. addressees (domicile) . 20,727 15,677 16,252 13,531 2,692 1,535 463 300
38 Acceptances of other banks. . 1,237 45 702 45 352 0 114 0
39 US.banks............... .. 279 0 141 ¢ 85 0 4 0
40 Foreignbanks ...t 958 45 561 45 267 0 110 0
41 Loans to foreign governments and official institutions
(including foreign central banks}.................... 17,113 15,888 14,412 13,395 784 731 102 79
42 Loans for purchasing or carrying securities (secured and
uNSECUred) . ..o e 2,850 52 2,050 52 800 0 0 0
43 Allother loans. . ... ...oovviiiiiiiniiiiiiiininas 2,490 335 2,087 319 52 0 192 0
44 AN Other asselS .. ..oouiiviii i 55,014 8,211 41,775 6,510 10,583 1,188 1,988 409
45  Customers’ liability on acceptances outstanding .. 33,412 n.a. 24,491 n.a. 7,910 n.a. 792 n.a.
46 U.S. addressees (domicile).......... 22,832 n.a. 15,149 n.a. 6,865 n.a. 787 n.a.
47 Non-U.S. addressees (domicil 10,581 n.a. 9,342 n.a. 1,045 n.a 6 n.a.
48  Other assets including other claims on nonrelated
PAMIES . .ottt e 21,602 8,211 17,284 6,510 2,674 1,188 1,196 409
49 Net due from related depository institutions®. ............ 59,794 62,418 45,924 49,723 6,098 7117 404 967
50  Net due from h«;ad office and other related depository
INSHEUHONS” & ottt i 59,794 n.a. 45,924 n.a. 6,098 n.Aa. 404 n.a.
51 Net due from establishing entity, lgead offices, and other
related depository institutions” ................... n.a. 62,418 n.a. 49,723 n.a. 7,117 n.a 967
52 Total labilities® . ................cooiiiiiiiiiiieia.. 579,512 276,560 428,794 222,011 78,779 27,531 44,143 17,046
53 Liabilities to nonrelated parties. ........................ 504,776 246,096 388,000 201,095 72,129 25,673 28,177 11,518




U.S. Branches and Agencies A79
4.30—Continued
Millions of dollars
All states® New York California Ilinois
item
Total \ Total s Tota) N Total .
f IBF : 1BF ; IBF . {BF's
excludi excludi g
sdine | ony? | ladine | onit | oxludng | GiE | exctudng | ol
54 Total deposits and credit balances ..................... 77,581 192,071 64,206 171,280 3,573 9,407 3,429 4,801
55  Individuals, partnerships, and corporations . 62,845 16,023 51,072 ,950 2,785 434 2,897 40
56 U.S. addressees (domicile).............. 48,850 684 42,267 683 1,044 0 2,083 0
57 Non-U.S. addressees (domicile) . 13,996 15,340 8,805 9,267 1,742 434 815 40
58  Commercial banks in United States (including 1BFs). .. 10,398 60,068 9,211 52,057 642 5,064 514 2,639
59 U.S. branches and agencies of other foreign banks .. ,069 51,526 4,560 44,872 6 4,258 482 2,125
60 Other commercial banks in United States 5,329 8,541 4,651 7,184 637 806 kY3 514
61  Banks in foreign countries ............. 1,571 106,118 1,450 99,813 29 3,801 3 2,102
62 Foreign branches of U.S. banks .. .. 159 9,248 139 8,245 20 573 0 369
63 Other banks in foreign countries................... 1,412 96,870 1,311 91,568 9 3,229 3 1,733
64  Foreign governments and official institutions
(including foreign central banks}.................. 998 9,662 875 9,267 24 102 2 20
65  All other deposits and credit balances . .. 1,376 200 1,284 194 58 6 2 4]
66  Certified and official checks . ........................ 392 n.a. 314 na 35 n.a. 11 n.a.
67 Transaction accounts and credit balances
(excluding IBFs)..........coocoviiiiiiiiii e 7,336 6,212 307 223 3
68 Individuals, partnerships, and corporations . 4,995 4,057 260 206
69 U.S. addressees (domicile). ........ 3,641 3,073 217 203
70 Non-U.S. addressees (domicile) ................... 1,354 984 43 4
71 Commercial banks in United States (including IBFs). .. 273 267 1 0
72 U.S. branches and agencies of other foreign banks .. 61 60 ] 0
73 Other commercial banks in United States........... 211 na 207 na 0 na. 0 n.a
74  Banks in foreign countries ................ 1,061 934 9 3
75 Foreign branches of U.S. banks . . .. 30 30 0 0
76 Other banks in foreign countries. .. .........oooveen 971 902 9 3
77  Foreign governments and official institutions
(including foreign central banks).................. 386 361 2 1
78  All other deposits and credit balances . 289 282 J 2 1
79  Certified and official checks ............ 392 314 35 4 11
80 Demand deposits (included in transaction accounts
and credit balances) .. ......... o oo 6,312 5,446 218 211
8]  Individuals, partnerships, and corporations . 4,338 3,648 in 194
82 U.S. addressees (domicile}............. .. 3,210 2,770 146 191
83 Non-U.S. addressees {(domicile) ................... 1,127 878 26 4
84 Commercial banks in United States (including IBF)s. .. 132 127 ] )
85 U.S. branches and agencies of other foreign banks .. 60 59 Q 0
86 Other commercial banks in United States........... 71 n.a. 67 n.a Q na 0 na
87  Banks in foreign countries .. .....ooii0 881 817 9 3
88 Foreign branches of U.S. banks 30 30 (1] ¢
89 Other banks in foreign countries . . 851 788 9 3
9%  Foreign governments and official inst t
(including foreign central banks).................. 330 305 2 1
91  All other deposits and credit balances . .. 239 234 0 1
92  Certified and official checks ....................oo0l. 392 314 35 11
93 Non-transaction accounts (including MMDAs,
excluding IBFs)..............0cii i 70,245 3 57,994 3,266 3,206
94  Individuals, partnerships, and corporations BN 57,850 47,016 2,525 2,691
95 U.S. addressees (domicile)............. . 45,208 39,194 826 1,880
96 Non-U.S. addressees (domicile) ................... 12,642 7.822 1,699 811
97  Commercial banks in United States (including IBFs). .. 10,126 8,944 642 514
98 U.S. branches and agencies of other foreign banks .. 008 4,500 6 482
9 Other commercial banks in United States........... 5,118 n.a. 4,444 n.a 636 n.a. 32 n.a.
100 Banks in foreign countries ............... . 570 519 20 1]
101 Foreign branches of U.S. banks . .. 130 110 20 0
102 Other banks in foreign countries..,................ 441 409 Q 0
103 Foreign governments and official institutions
(including foreign central banks).................. 612 514 22 t
104 All other depasits and credit balances. ............... 1,087 1,002 56 1
105 IBF deposit liabilities. . ............... ... } 192,071 171,280 9,407 r 4,801
106  Individuals, partnerships, and corporations . . .. 16,023 ,950 434 40
107 U.S. addressees (domicile), . 684 683 0 0
108 Non-U.S. addressees (domicile) . 15,340 9,267 434 40
109  Commercial banks in United States . 60,068 52,057 5,064 2,639
1o U.S. branches and agencies of other foreign banks .. 51,526 44,872 4,258 2,125
1 Other commercial banks in United States........... n.a. 8,541 n.a 7,184 n.a, 806 n.a. 514
112 Banks in foreign countries ................. 106,118 99,813 3,801 2,102
i13 Foreign branches of U.S. banks . 9,248 8,245 73 369
114 Other banks in foreign countries. . 96,870 91,568 3,229 1,733
115  Foreign governments and official institutions
(including foreign centrai banks).................. 9,662 9,267 102 20
116  All other deposits and credit balances................ 200 194 6 0

For notes see end of table.
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, December 31, 1989 —Continued

Millions of dollars

All states? New York California Nlinois
Item "
Total N Total e Total N Total -
including IBT $ including IBF;’ inciuding IBF 5 including IBF $
IBF's only IBF's only 1BF's only IBF's only
117 Federal funds purchased and securities sold under
agreements to repurchase. ... oo i 51,661 6,264 37,175 3,697 10,064 2,129 3,825 365
118  U.S. branches and agencies of other foreign banks . 12,247 1.827 6,977 362 4,054 1,284 971 181
119 Other commercial banks in United States......... 14,380 563 8,529 490 3,669 48 1,996 25
120 Other......oiii e 25,033 1,874 21,670 2,845 2,341 797 859 159
121 Other borrowed money 129,838 40,295 75,441 20,076 38,207 13,133 14,019 6,052
122 Owed to nonrelated commercial banks in United States
(including [BFs) .. 80,314 15,272 42,743 4,687 28,195 7,961 7,969 2,030
123 Owed to U.S. offices of nonrelated U.S. bank: 35,529 2,050 22,046 832 9,456 874 3,551 174
124 Owed to U.S. branches and agencies of
nonrelated foreign banks. ............ ... oo 44,785 13,222 20,698 3,855 18,739 7,087 4,418 1,856
125 Owed to nonrelated banks in foreign countries .. ........ 23,842 23,119 14,105 13,490 5,217 5,167 4,057 4,022
126  Owed to foreign branches of nonrelated U.S. banks . .. 2,724 2,678 1,151 1,104 989 989 498 498
127 Owed to foreign offices of nonrelated foreign banks. . . . 21,118 20,441 12,955 12,386 4,228 4,178 3,559 3,524
128 Owed to others .. ......coviuiiiin i e 25,682 1,903 18,592 1,898 4,795 5 1,993 0
129 All other liabilites. ... ..o ciiiii i 33,625 7,466 39,897 6,042 10,878 1,004 2,102 300
130 Branch or agency liability on acceptances executed
and outstanding. .. ... 34,688 n.a, 24,528 n.a. 8,485 n.a. 1,222 n.a,
131 Other liabilities to nonrelated parties 18,937 7,466 15,369 6,042 2,394 1,004 880 300
132 Net due to related depository institutions™ ... ... 74,737 30,464 40,794 20,916 6,649 1,858 15,966 5,528
133 Net due to hegd office and other related depository
INSHILONS” .o e s 74,737 n.a. 40,794 n.a. 6,649 n.a 15,966 n.a.
134 Net due to establishing entity, head office, and other
related depository institutions” ........ ... ... ... n.a. 30,464 n.a. 20,916 n.a 1,858 n.a. 5,528
MEMO
135 Non-interest bearing balances with commercial banks
in United States . . 2,170 i 1,905 1 98 0 80 (]
136 Holding of commercial paper included in total | 909 670 217 15
137 Holding of own acceptances included in commercial
and industrial loans ... ot 2,142 1,365 501 13
138 Commercial and industrial loans with remaining maturity
of oneyearorless ...... ... 73,121 42,921 14,876 9,418
139  Predetermined inierest rates. . 41,600 n.a 22,912 n.a 9,861 n.a. 5,461 n.a.
140  Floating interest rates .. .......oovevinroiuiine v nn 31,522 20,009 5,06 3,957
141 Commercial and industrial loans with remaining maturity
of more than one year.............ooo il 65,096 41,631 12,403 7,700
142 Predetermined interest rates, L. 24,836 17,577 4,158 2,447
143 Floating interest rates .. .....oovvrneiiroonuieiinsun. 40,260 24,054 8,245 5,253
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4.30—Continued
Millions of dollars
All states? New York California Winois
[tem o E
Total N Total Total : Total .
T IBFy ol IBF: it IBF ot IBFs
g BT e I B T R
144 Components of total nontransaction accounts,
incinded in total deposits and credit balances of
nontransactional accounts, including IBFs . ....., ... 84,892 72,766 3,358 3,340
145 Time CDs in denominations of $100,600 or more . ... .. 48,973 40,632 2,146 1,812
146 Other time deposits in denominations of $100,000
OF INOTE L . 4 vt v e ee sttt e r e arnas 13,758 n.a. 11,920 n.a. 648 n.a. 1,082 n.a.
147  Time CDs in denominations of $100,000 or more ‘ ; ‘ ‘
with remaining maturity of more than 12 months . . 22,161 20,214 563 446
—
All states? New York California Illinois
Total Total : Total Total
. : IBF : p 1BFs . p 1Bfs : . iBF;
d
m?LuF;ng only§ mcglg;ng 0nly§ mﬂ;xg;ng only mcil;glsng only§
148 Market value of securities held ........................ 37,262 11,489 31,882 9,583 3,482 1,284 1,160 539
149 Immediately available funds with a maturity greater than
one day included in other borrowed money ......... 72,624 n.a. 42,766 n.a. 24,366 n.a. 4,431 n.a.
150 Number of reports filed®. ... ......c...cooiilieniinins 548 0 255 0 128 4] 55 0

1. Data are aggregates of categories reported on the quarterly form FFIEC 002,
“‘Report of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks.” Details may not add to totsls because of rounding. This form was first
used for reporting data as of June 30, 1980, and was revised as of December 31,
1985. From November 1972 through May 1980, U.S. branches and agencies of
foreign banks had filed a monthly FR 886a report. Ag%regate data from that report
were available through the Federat Reserve statistical release G.11, Jast issned on
July 10, 1980. Data in this table and in the G.11 tables are not strictly comparable
becanse of differences in reporting panels and in definitions of balance sheet
items.

2. Includes the District of Columbia.

3. Effective December 1981, the Federal Reserve Board amended Regulations
D and Q to permit banking offices located in the United States to operate
International Banking Facilities (IBFs). As of December 31, 1985 data for I1BFs
are reported in a separate column, These data are either included in or excluded
from the total columns as indicated in the headings. The notation ‘‘n.a.”" indicates
that no 1BF data re reported for that item, either because the jtent is not an eligible

IBF asset or liability or because that level of detail is not reported for IBFs, From
December 1981 through September 1985, IBF data were included in al} applicable
items reported.

4, Total assets and total liabilities include ner balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see
footnote 5). On the former monthly branch and agencyu report, available through
the G.11 statistical release, gross balances were (ncluded in total assets and total
liabilities. Therefopre, total asset and total liability figures in this table are not
comparable to those in the G.11 tables.

5. “Related banking institutions’’ includes the foreign head office and other
U.8S. and foreign branches and agencies of the bank, the bank’s parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).

6. In some cases two or wmore offices of a foreign bank within the same
metropolitan area file a consolidated report.

NoTE, Revised data for December 1988, mislabeled December 1989, were
inadvertently published in the June 1990 Bulletin.
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4.30 ASSETS AND LIABILITIES of U.S.‘Branches and Agencies of Foreign Banks, March 31, 1990!

Millions of dollars

All states? New York California Hlinois
ltem . e
Total . Total ) Total . Total
PR IBF . . IBF . . IBF's . . IBF*
‘"“é‘}f«'-‘;‘g only mclu}g!_l:g only§ mclug‘l:g only mcfliug‘lgg only§
1 Total assefs? . ... 564,966 258,730 415,206 208,445 80,013 25,513 41,200 14,710
2 Claims on nonrelated parties ... .........oooooie i 505,133 201,519 370,122 162,852 72,986 19,595 40,820 13,794
3 Cash and bdl.m(,es due from depository institutions. ..., .. 138,322 115,428 117,323 97,265 8,433 7.453 10,854 9,668
4 Cash items in process of collection and unposted
EDIlS ... o 1,279 0 1,203 i} 52 0 5 [4}
5 Currency and coin (U.S. and forelgn) ................. 22 n.a. 16 n.a. 2 n.a. 1 n.a,
6  Balances with depository institutions in United States .. 73,298 53,619 62,572 45,176 4,160 3,433 5,895 4,759
7 U.S. branches and agencies of other foreign banks
(including their IBFs). ...t 63,725 50,165 54,51 42,074 3,504 3,283 5,176 4,573
8 Other depository institutions in United States
(including their IBFs). ...t 9,573 3,454 8,001 3,102 656 15¢ 719 186
9 Balances with baoks in foreign countries and with
foreign central banks..........ovoviiini i 62,819 61,806 52,790 52,089 4,158 4,019 4910 4,908
10 Foreign branches of U.S. banks .................... 968 895 815 743 78 77 70 70
i1 Qther banks in foreign countries and foreign central
banks. ... 61,851 60,910 51,974 51,346 4,081 3,942 4,840 4,838
12 Balances with Federal Reserve Banks. . 904 n.a. 743 n.a. 61 na. 43 n.a
13 Total securitiesand loans. . ....................... .. ... 298,443 73,541 198,923 55,561 53,714 10,273 27,382 3,612
14 Total securities, book value.............. ... 41,638 12,521 36,074 10,464 3,605 1,454 1,212 521
IS U.S.Treasury ..o ve i i iaeanai e 8,546 n.a. 8,254 n.a. 57 n.a. 172 n.a.
16  Obligations of U.S. government agencies and
COTPOTALIONS ... ovit ittt rrirneranrcrearns 5,716 n.a. 5,496 n.a. 138 n.a. 12 n.a.
17 Other bonds, notes, debentures and corporate stock
(including state and local securities) .............. 27,376 12,521 22,324 10,464 3,409 1,454 1,028 521
18 Federal funds sold and securities purchased under
agreements toresell . ... oo 17,134 4,348 15,053 3,503 1,160 806 589 0
19 U.8. branches and ugencies of other foreign banks .. ... 9,992 3,276 8,482 2,563 873 696 512 0
20 Commercial banks in United States ,.................. 4,039 12 3,634 10 175 0 45 0
20 Other. . ..o s 3,103 1,060 2,938 930 112 10 32 0
22 Fotal 10ans, Bross . ..o ivi it 257,013 61,058 162,985 45,132 50,164 8,821 26,181 3,091
23 Less: Unearned income onloans ........coooivaais 207 8 137 35 55 10 0
24 Equals: Loans, Ret.. ... i 256,805 61,020 162,848 45,097 50,109 8,819 26,171 3,091
Total loans, gross, by category
25 Realestate loans. . .......ouiiii i in i 34,664 336 19,341 178 8,900 117 3,912 35
26 Loans to depository institutions ........................ 58,863 30,498 41,829 19,525 9,964 6.619 4,957 2,651
27 Commercial banks in United States (\m.ludmg IBFs). . 37,852 11,608 26,307 5,913 7,242 3,967 3,860 1,562
28 U.S. branches and dgcnmes of other foreign banks ... 32,727 11,094 22,258 5,595 6,789 3,795 3,316 1,537
29 Other commercial banks in United States............ 5,126 515 4,049 318 453 172 544 25
30  Other depository institutions in United State:
IBFs)............ 218 108 207 108 0 0
31 Banks in foreign countries 20,796 18,781 15,315 13,505 2,716 2,652 1,096 1,088
32 Foreign branches of U. S. .. e 216 245 252 221 15 15 9 9
33 Other banks in fore|gn coumnes ............. 20,520 18,537 15,063 13,284 2,701 2,637 1,088 1,079
34 Other financial institutions . ................... ... .o 7,250 936 5.207 735 1,001 162 28
35 Commercial and industrial Joans . ....................... 134,415 14,687 78,841 12,538 28,901 1,475 16,434 288
36 U.S. addressees (domicile),.........oeiiilins .| 115,288 219 63,932 135 26,302 74 16,039 10
37 Non-U.S. addressees (domicile) 19,127 14,468 14,910 12,403 2,599 1,402 395 278
38 Acceptances of other banks.............. ..ol 1,357 37 996 37 189 0 100 0
39 U.5. banks . 610 0 471 G 66 ¢ 2 1}
40 Fore1gn DANKS .o 747 37 524 37 122 0 98 0
41 Loans to foreign governments and official institutions
(including foreign central banks).................... 15,338 14,167 12,706 11,741 504 448 101 91 -
42 Loans for purchasing or carrying securities (secured and
unsecured) ... 2,430 45 1,798 45 630 0 0 0
43 Allother loans. ........ ..o i 2,697 351 2,267 33 75 [\] 195 0
44 All other assets ... ... oo, 51,234 8,205 38,822 6,523 9,679 1,064 1,994 514
45  Customers’ liability on acceptances outstanding . ....... 29,068 n.a. 20,918 n.a. 7,181 n.a. 696 n.a.
46 U.S. addressees (domicile). .................oii0 20,319 n.a. 13,090 n.a. 6,459 n.a. 680 n.a.
47 Non-U.S. addressees (domicile) .................... 8,749 n.a. 7,828 n.a. 722 n.a. 15 n.a.
48  Other assets including other claims on nonrelated
parties. ... 22,166 8,205 17,904 6,523 2,498 1,064 1,298 514
49 Net due from related depository institutions®, 59,833 57,21 45,084 45,593 7,027 5918 381 916
50 Net due from hgad oftice and other related dep S
INSHEULONS® o . i i 59,833 n.a. 45,084 n.a. 7,027 n.a. 381 n.a.
51 Net due from establishing entity, head offices, and other
related depository institutions” .......... .. o0 n.a. 57,211 n.a. 45,593 n.a. 5,918 n.d 916
52 Total liabilities® ... ... ... ... ... e 564,966 258,730 415,206 208,445 80,013 25,513 41,200 14,716
53 Liabilities to nonrelated parties. ........................ 491,844 226,015 374,850 184,172 73,057 23,303 28,223 11,169
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4.30—Continued
Millions of dollars
All states? New York California T [llinois
Item -
Total . Total o Total Total .
Judi IRF IBIVs ; IBE's IBFs
C 3] g x
exlél;:q;ng only’ ex[célllzdlS I only'? cx;él;ﬂ;ng only’ exlcll;;fhsng only
54 Total deposits and credit balances ..................... 76,322 175,354 63,240 155,847 3,919 8,673 3,069 4,287
55  Individuals, partnerships, and corporations . 60,965 16,430 49,569 10,506 3,060 364 2,469 65
56 U.S. addressees (domicile). .......... 46,600 371 40,692 367 1,224 0 1,664 3
57 Non-U.S. dddressees (domicile) ............... . 14,365 16,119 8,877 10,138 1,837 364 805 62
58 Commercial banks in United States (including IBFs). .. {0,624 56,277 9,244 49,899 768 4,357 579 1,768
59 U.S. branches and agencies of other foreign banks .. 5,207 48,709 4,695 43,046 16 3,935 472 1,502
60 Other commercial banks in United States....... . 5,416 7,568 4,548 6,853 752 422 107 266
61  Banks in foreign countries .............. 1,743 92,579 1,624 85,714 29 3,861 2 2,432
62 Foreign branches of U.S, banks . 242 6,718 222 6,072 20 415 0 220
63 Other banks in foreign countries................... 1,500 85,861 1,401 79,642 9 3,446 2 2,213
64  Foreign governments and official institutions
{including foreign central banks).................. 1,148 9,905 1,087 9,630 20 91 5 21
65 Al other deposits and credit balances . . 1,501 103 1,463 98 19 0 1 0
66  Certified and official checks ......................... 342 n.a. 284 N 23 n.a. 12 n.a.
67 Transaction accounts and credit balances
(excluding IBES) ....oooviiii s 7,334 6,044 442 260 Y
68  Individuals, partnerships, and corporations . .. 5.080 3,950 404 244
69 U.S. addressees (domicile). . ... 3,695 2,966 367 240
70 Non-U.S. addressees (domicile) . . 1,385 984 37 4
71 Commercial banks in United States ( V... 118 113 1 0
” U.S. branches and agencies of other foreign banks .. 40 39 0 0
73 Other commercial banks in United States........... 79 n.a 74 n.a 1 n.a [t n.a
74  Banks in foreign countries ................ 1,035 972 9 2
75 Foreign branches of U.S. banks 53 53 0 0
76 Other banks in foreign countries . . 982 919 9 2
77 Foreign governments and official institutions
(including foreign central banks). .. 403 385 2 2
78  All other deposits and credit balances . 355 340 3 0
79 Certified and official checks ... .. ... 2 ] 284 P 12 ]
80 Demand deposits (included in transaction accounts
and credit balances). .. ... o 6,126 5,240 231 235
81 Individuals, partnerships, and corporations . 4,265 3,529 196 218
82 U.S. addressees (domicile) ............ . 3,108 2,640 171 215
83 Non-U.S..addressees (domicile) ................... 1,157 888 26 4
84  Commercial banks in United States (including 1BF)s. .. 50 45 1 [{]
85 U.S. branches and agencies of other forcign banks .. 6 S 0 4]
86 Other commercial banks in United States....... . 45 na 41 n.a | n.a 0 n.a
87  Banks in foreign countries .............. 806 750 8 2
88 Foreign branches of U.S. banks 17 17 0 0
89 Other banks in foreign countries . 790 733 8 2
96  Foreign governments and official melm i
(including foreign central banks).................. 346 328 2 2
91 All other deposits and credit balances . R 317 305 | 0
92 Certified and official checks ......................... 342 284 23 12
93 Non-transaction accounts (including MMDAs,
excluding BFS). ..o cooviviiiiiiii s 68,989 57,196 3,477 2,809 4
94  Individuals, partnerships, and corporations . . 55,885 45,619 2,656 2,226
95 U.S. addressees (domicile)............ 42,904 37,726 857 1,424
96 Non-U.S. addressees (domicile) ............... .. 12,980 7,893 1,799 802
97  Commercial banks in United States {including IBFs). .. 10,505 9,131 767 579
98 U.S. branches and agencies of other foreign banks .. 5,168 4,657 16 472
9 Other commercial banks in United States. 5,338 n.a 4,474 n.a 751 n.a 107 n.a.
100 Banks in foreign countries ...............e 708 652 20 [i]
101 Foreign branches of U.S. banks 190 170 20 0
102 Other banks in foreign countries . 518 482 0 [
103 Foreign governments and official institutions
(including foreign central banks) .................. 745 672 18 4
104 All other deposits and credit balances................ 1,146 1,123 ) 16 1
105 IBF deposit liabilities. . ... 175,354 155,847 8,673 4,287
106  Individuals, partnerships, and corporations . . 16,490 10,506 364 65
107 U.S. addressees (domicile), . ............ 37t 367 0 3
108 Non-U.S. addressees (domicile) . .. 16,119 10,138 364 62
109 Commercial banks in United States (mdu(hm, 1BFs). .. 56,277 49,899 4,357 1,768
110 U.S. branches and agencies of other foreign banks .. 48,709 43,046 3,935 1,502
i Other commercial banks in United States........... n.a. 7,568 n.a 6,853 n.a 422 n.a 266
112 Banks in foreign countries ............... 92,579 85,714 3,861 2,432
{13 Foreign branches of U.S. banks i 6,718 6,072 415 220
114 Other banks in foreign countries. .................. 85,861 79,642 3,446 2,213
115 Foreign governments and official institutions
(inciuding foreign central banks).................. 9,905 9,630 L 9 ‘ 21
116  All other deposits and credit balances................ 103 98 0 0

For notes see end of table.
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4,30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, March 31, 1990'—Continued

Millions of dollars

All states? New York California 1llinois
Item E .
Total N Total , Total , Total ,
. p IBF ; : IBF . : IBF's ; : IBF
m;:}lalig‘lsng only§ lnlcllﬂg‘lsng Py nly§ mcluigl,lsng unly? m[cllsug‘lsng only?
117 Federal funds purchased and securities sold under
agreements to repurchase . ............oo i 64,171 6,908 44,153 4,039 14,591 2,457 4,844 333
118  U.S. branches and agencies of other foreign banks . 13,075 3,111 7,785 1,053 4,197 1,832 1,034 220
119 Other commercial banks in United States 25,201 864 15,831 814 5,959 50 3.054 0
120 Other......ooviiiiii i 25,895 2,933 20,538 2,172 4,435 575 755 113
121 Other borrowed money . .. 124,499 36,724 72,811 18,711 35,983 11,150 14,013 6,173
122 Owed to nonrelated commercial banks in United States
(including IBFs) .......coooiviiiniiiiniininn., 75,242 14,699 39,798 4,077 25,887 7,389 8,292 2,737
123 Owed to U.S. offices of nonrelated U.S. banks........ 31,927 2,112 18,011 994 9,569 662 3,813 262
124 Owed to U.S. branches and agencies of
nonrelated foreign banks........................ 43,315 12,588 21,787 3,083 16,317 6,727 4,478 2,476
125 Owed to nonrelated banks in foreign countries .. ... 20,643 20,155 13,104 12,799 31,889 3,767 3,493 3,436
126  Owed to foreign branches of nonrelated U.S, banks ... 1,976 1,907 939 91) 511 471 446 446
127  Owed to foreign offices of nonrelated foreign banks. ... 18,667 18,248 12,165 11,888 3,378 3,296 3,047 2,990
128 Owed to Others ..o vt 28,614 1,870 19,909 1,835 6,207 kN 2,229 0
129 All other liabilites..............coooiiiiiiiiiiion 51,498 7,029 38,798 5,574 9,892 983 2,011 377
130 Branch or agency liability on acceptances executed
andoutstanding. ... ....... . ... oo 32,526 n.a. 23,260 n.a. 7,718 n.a. 1,019 n.a.
131  Other liabilities to nonrelated parties................. 18,972 7,029 15,538 5,574 2,174 983 992 377
132 Net due to related depository institutions 73,122 32,715 40,355 24,274 6,956 2,210 12,977 3,541
133 Net due to heagd office and other related depository
institutions” ........ 73,122 n.a. 40,355 n.a. 6,956 n.a. 12,977 n.a.
134 Net due to establishing e s he?d office, and other
related depository Institutions” ................... n.a. 32,715 n.a. 24,274 n.a. 2,210 n.a. 3,541
MEmo
135 Non-interest bearing balances with commercial banks
in United States . .......o0uiiniiiiiiiiiiiiinion 1,772 7 1,516 7 103 0 79 0
136 Holding of commercial paper included in total loans . .... 811 616 172 15
137 Holding of own acceptances included in commercial
and industrial loans ........... .0 i, 1,995 1,348 405 94
138 Commercial and industrial loans with remaining maturity
of one year orless . .........coiiiiiiiiiinininn, 70,767 39,223 16,139 9,411
139  Predetermined interest rates. e 42,462 n.a 21,440 n.a 11,236 n.a 5,603 n.a
140 Floating interest Tates ... ......oovvqiveireieniis 28,305 17,783 4,902 3,808
141 Commercial and industrial loans with remaining maturity
of more thanone year..................oovinen. 63,648 39,618 12,762 7,023
142 Predetermined interest rat 21,103 13,800 3,937 2,403
143 Floating interest rates ........c.....coevivivanannn.,. 42,544 25,818 8,825 4,619




4.30—Continued
Millions of dollars

U.S. Branches and Agencies  A85

All states? New York California Iinois
Item .
Total Total Total N Total
+ IBFg s IBF ding 1BFg Tt IBFg
g | onyd | exghdne | ooyl ) expiidine | oyt | excluding | g
144 Components of total nontransaction accounts,
included in total deposits and credit balances of
nontransactional accounts, including IBFs .......... 86,033 74,472 3,696 2,834
145  Time CDs in denominations of $100,000 or more ... ... 49,019 41,162 2,447 1,447
146  Other time deposits in denominations of $100,000
L3 g 10 - A 14,762 n.a. 12,741 n.a. 705 n.a. 1,158 n.a.
147 Time CDs in denominations of $100,000 or more ‘ ‘ l ‘
with remaining maturity of more than 12 months . 22,253 20,568 543 228
All states” New York California 1ilinois
Total Total Total . Total .
including 1B1F§ including IBIF§ including IBF, including IBF'.
IBFs only IBFs only BFs only 1BFs only
148 Market value of securities held ........................ 39,703 12,014 34,340 9,982 3,468 1,432 1,203 S18
149 Immediately available funds with a maturity greater than
one day included in other borrowed money ......... 70,042 n.ad. 40,937 n.a. 22,573 n.a. 5,391 n.a.
150 Number of reports filed®...................0...0oene. 550 0 254 [ 130 0 54

1. Data are aggregates of categories reported on the quarterly form FFIEC 002,
“‘Report of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks."" Details may not add to totals because of rounding. This form was first
used for reporting data as of June 30, 1980, and was revised as of December 31,
1985. From November 1972 through May 1980, U.S. branches and agencies of
foreign banks had filed a monthly FR 886a report. Aggregate data from that report
were available through the Federal Reserve statistical release G.11, last issued on
July 10, 1980. Data in this table and in the G.11 tables are not strictly comparable
because of differences in reporting panels and in definitions of balance sheet
items.

2. Includes the District of Columbia.

3. Effective December 1981, the Federal Reserve Board amended Regulations
D and Q to permit banking offices located in the United States to operate
International Banking Facilities (IBFs). As of December 31, 1985 data for IBFs
are reported in a separate column. These data are either included in or excluded
from the total columns as indicated in the headings. The notation “‘n.a.” indicates

that no IBF data re reported for that item, either because the item is not an eligible
IBF asset or liability or because that level of detail is not reported for IBFs. From
December 1981 through September 1985, IBF data were included in ali applicable
items reported.

4. Tatal assets and total liabilities include net balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see
footnote 5). On the former momh]g branch and agencyu report, available through
the G.]1 statistical release, gross balances were included in total ussets and total
liabilities. Therefopre, total asset and total liability figures in this table are not
comparable to those in the G.11 tables.

5. “'Related banking institutions™ includes the foreign head office and other
U.S. and foreign branches and agencies of the bank, the bank's parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).

6. In some cases two or more offices of a foreign bank within the same
metropolitan area file a consolidated report,
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4.31 Pro forma balance sheet for priced services of the Federal Reserve System'
Millions of dollars
Item March 31, 1990 March 31, 1989

Short-term assets®
Imputed reserve requirement on clearing balances .., ... 204.7 217.9
Investment in marketable securities ...... 1,501.3 1,598.1
Receivables. ... ................... 61.9 61.2
Materials and supplies . 6.5 6.3
Prepaid expenses........... .. 28.0 234
Items in process of collection. ........................ 2,872.3 3,509.2

Total short-term assets. ... .....c.ovevnvrrrenenn 4,674.6 5,416.2
Long-term assets®
Premises ......o.ovivniiiiiiin i 291.7 275.8
Furniture and equipment.............. 125.5 123.9
Leases and leaschold improvements. ... .. 6.0 6.2
Prepaid pension Costs. .. ....voiviiiarisivairn s 55.8 41.1

Total long-term assets ..............covovin.n.s 479.0 447.0
Total @8sets ... ... ..ottt 5,153.6 5,863.2
Short-term liabilities
Clearing balances and balances arising from early credit

of uncollected items .. ........ooiiiiiiiiiiia 2,114.3 2,219.5

Deferred availability items 2,464.0 3,105.7
Short-termdebt . ...l 96.3 90.9

Total short-term liabilities . . .................... 4,674.6 5,416.2
Long-term liabilities
Obligations under capital leases....................... 1.2 1.2
Longtermdebt ........... ... . il 1342 128.7

Total long-term liabilities....................... 135.4 129.9
Total labilities ........cooiiiiiiiiiiiiitanianeaaanns 4,810.0 5,546.1
EQUity ..ot e 343.6 317.1
Total liabillties and equity®. . .......................... 5,153.6 5,863.2

1. Details may not sum to totals because of rounding.

2. The imputed reserve requirement on clearing balances and investment in
marketable securities reflect the Federal Reserve’s treatment of clearing balances
maintained on deposit with Reserve Banks by depository institutions. For
presentation of the balance sheet and the income statement, clearing balances are
reported in a manner comparable to the way correspondent banks report
compensating balances held with them by respondent institutions. That is,
respondent balances held with a correspondent are subject to a reserve require-
ment established by the Federal Reserve. This reserve requirement must be
satisfied with either vault cash or with nonearning balances maintained at a
Reserve Bank. Following this model, clearing balances maintained with Reserve
Banks for priced service purposes are subjected to imputed reserve requirements.
Therefore, a portion of the clearing balances held with the Federal Reserve is
classified on the asset side of the balance sheet as required reserves and is
reflected in a manner similar to vault cash and due from bank balances normally
shown on a correspondent bank's balance sheet. The remainder of clearing
balances is assumed to be available for investment. For these purposes, the
Federal Reserve assumes that all such balances are invested in three-month
Treasury bills.

The account “‘items in the process of collection” (CIPC) represents the gross
amount of Federal Reserve CIPC as of the balance sheet date, stated on a basis
comparable with a commercial bank. Adjustments have been made for intra-
System items that would otherwise be double-counted on a consolidated Federal
Reserve balance sheet; items associated with nonpriced items, such as items

collected for government agencies; and items associated with providing fixed
availability or credit prior to receipt and processing of items. The cost base for

roviding services that must be recovered under the Monetary Control Act
includes the cost of float (the difference between the value of gross CIPC and the
value of deferred availability items) incurred by the Federal Reserve during the
period, valued at the federal funds rate. The amount of float, or net CIPC,
represents the portion of gross CIPC that involves a financing cost.

3. Long-term assets on the balance sheet have been allocated to priced services
with the direct determination method, which uses the Federal Reserve's Planning
and Control System (PACS) to ascertain directly the value of assets used solely in
priced services operations and to apportion the value of jointly used assets
between priced services and nonpriced services. Also, long-term assets include an
estimate of the assets of the Board of Governors directly involved in the
development of priced services.

Long-term assets include amounts for capital leases and leasehold improve-
ments and for prepaid pension costs associated with priced services. Effective
January 1, 1987, the Federal Reserve Banks implemented Financial Accounting
Standards Board Statement No. 87, Employer’s Accounting for Pensions.

4. A matched-book capital structure has been used for those assets that are not
“self-financing’’ in determining liability and equity amounts. Short-term assets
are financed with short-term debt. Long-term assets are financed with long-term
debt and equity in a proportion equal to the ratio of long-term debt to equity for
the bank holding companies used in the model for the private sector adjustment
factor (PSAF).
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4,32 Pro forma income statement for priced services of the Federal Reserve System'

Millions of dollars

Quarter ending March 31

Item
1990 1989

Income services provided to depository institutions? .. .. .. 181.9 177.1
Production expenses®. ... ... .. o i 145.8 138.2
Income from operations. ............ .o 36.1 38.9
Imputed costs*

Interest on float 8.4 14.3

Interest on debt 4.2 4.2

Sales taxes ... 1.8 1.8

FDIC insurance 1.2 15.6 4 2048
Income from operations after imputed €osts.............. 20.5 18.1
Other income and expenses’

Investment inCoOme . ..........ovvneiiiiiiiiiararnen, 37.6 41.1

Earnings credits...........ooocoiii 329 48 344 6.7
Income before INCOME tAXES. . .\ vvveriinivaenirernann, 25.2 24.8
Imputed income taxest. ... .. . vieii i 1.0 5.t
Netincome ........... ...t 18.2 19.7
MEeMo
Targeted return on equity® ........... .. .o 8.4 8.2

1. The income statement reflects income and expenses for priced services.
Included in these amounts are the imputed costs of float, imputed financing costs,
and the income related to clearing balances.

Details may not add to totals because of rounding.

2. Income represents charges to depository institutions for priced services.
This income is realized through one of two methods: direct charges to an
institution's account or charges against accumulated earnings credits. Income
includes charges for per-item fees, fixed fees, package fees, explicitly priced float,
account maintenance fees, shipping and insurance fees, and surcharges.

3. Production expenses include direct, indirect, and other general administra-
tive expenses of the Federal Reserve Banks for providing priced services. Also
included are the expenses of staff members of the Board of Governors working
directly on the development of priced services, which amounted to $0.4 miilion in
the first quarter for both 1990 and 1989.

4. Imputed float costs represent the value of float to be recovered, either
explicitly or through per-item fees, during the period. Float costs include those for
checks, book-entry securities, noncash collection, ACH, and wire transfers,

The following table depicts the daily average recovery of float by the Federal
Reserve Banks for the first quarter of 1990. In the table, unrecovered float
includes that generated by services to government agencies or by other central
bank services.

Float recovered through income on clearing balances represents increased
investable clearing balances as a result of reducing imputed reserve requirements
through the use of a deduction for float for cash items in process of collection
when calculating the reserve requirement. This income then reduces the float
required to be recovered through other means.

As-of adjustments and direct charges refer to midweek closing float and
interterritory check float, which may be recovered from depositing institutions

through adjustments to the institution's reserve or clearing balance or by valuing
the float at the federal funds rate and billing the institution directly.

Float recovered through per-item fees is valued at the federal funds rate and has
been added to the cost base subject to recovery in the first quarter of 1990

Total float 772.0
Unrecovered float (8.0)
Float subject to recovery 780.0
Sources of float recovery
Income on clearing balances 93.6
As of adjustments 383.1
Direct charges 130.1
Per-item fees 173.0

Also included in imputed costs is the interest on debt assumed necessary to
finance priced-service assets and the sales taxes and FDIC insurance assessment
that the Federal Reserve would have paid had it been a private-sector firm.

5. Other income and expenses consist of income on clearing balances and the
cost of earnings credits granted to depository institutions on their clearing
balances. Income on clearing balances represents the average coupon-equivalent
yield on three-month Treasury bills applied to the fotal clearing balance main-
tained, adjusted for the effect of reserve requirements on clearing balances.
Expenses for earnings credits are derived by applying the average federal funds
rate to the required portion of the clearing balances, adjusted for the net effect of
reserve requirements on clearing balances.

6. 1 d taxes are calculated at the effective tax rate derived from a
model conﬂstmg of the 50 largest bank holding companies. The targeted return on
equity represents the after-tax rate of return on equity that the Federal Reserve
would have earned had it been a private business firm, based on the bank holding
company model.
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Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SER-
VICES, MS-138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551 or telephone (202) 452-3244
or FAX (202) 452-3102. When a charge is indicated, payment
should accompany request and be made payable to the Board
of Governors of the Federal Reserve System. Payment from
foreign residents should be drawn on a U.S. bank,

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984, 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1988-89.

FEpERAL REsERvE BurLerin.Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part 1 only) 1976. 682 pp. $5.00.

ANNUAL STATISTICAL DIGEST

1974-78. 1980. 305 pp. $10.00 per copy.
1981. 1982. 239 pp. $ 6.50 per copy.
1982. 1983. 266 pp. $ 7.50 per copy.
1983, 1984, 264 pp. $11.50 per copy.
1984, 1985. 254 pp. $12.50 per copy.
1985. 1986. 231 pp. $15.00 per copy.
1986. 1987, 288 pp. $15.00 per copy.
1987. 1988. 272 pp. $15.00 per copy.
1988. 1989, 256 pp. $25.00 per copy.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $30.00 per year or $.70 each in
the United States, its possessions, Canada, and Mexico.
Elsewhere, $35.00 per year or $.80 each.

THE FEDERAL RESERVE ACT and other statutory provisions
affecting the Federal Reserve System, as amended
through August 1988. 608 pp. $10.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TaBLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

INTRODUCTION TO FLoW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each,

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; up-
dated at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $75.00 per
year.

Monetary Policy and Reserve Requirements Handbook.
$75.00 per year.

Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$200.00 per year.

Rates for subscribers outside the United States are as
follows and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

THE U.S. EcoNOMY IN AN INTERDEPENDENT WORLD: A
MuLTICOUNTRY MODEL, May 1984. 590 pp. $14.50 each,

WELCOME TO THE FEDERAL RESERVE. March 1989. 14 pp.

INDUSTRIAL PRODUCTION-—1986 EDITION. December 1986.
440 pp. $9.00 each.

FiNANcIAL FUTURES AND OPTIONS IN THE U.S, ECONOMY.
December 1986. 264 pp. $10.00 each.

FINANCIAL SEcTORS IN OPEN ECONOMIES: EMPIRICAL
ANALYSIS AND PoLICY IssUES. August 1990. 608 pp.
$25.00 each.

CONSUMER EDUCATION PAMPHLETS

Short pamphlets suitable for classroom use. Multiple copies
are available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

Federal Reserve Glossary

A Guide to Business Credit and the Equal Credit Opportunity
Act

How to File A Consumer Credit Complaint

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancing

Making Deposits: When Will Your Money Be Available?

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies, and creditors.

Limit of 50 copies

The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent Loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act
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Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

STAFF STUDIES: 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 114-14S5 are out of print.

146. THE ROLE OF THE PRIME RATE IN THE PRICING OF
BusiNEss LLoaNSs BY COMMERCIAL BANKs, 1977-84, by
Thomas F. Brady. November 1985. 25 pp.

REVISIONS IN THE MONETARY SERVICES (Divisia) IN-
DEXES OF THE MONETARY AGGREGATES, by Helen T.
Farr and Deborah Johnson. December 1985. 42 pp.
THE MACROECONOMIC AND SECTORAL EFFECTS OF THE
EcoNomic RECovERy TAax AcT: SOME SIMULATION
RESULTS, by Flint Brayton and Peter B. Clark. Decem-
ber 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 BANKING:
A REEXAMINATION AND AN APPLICATION, by John T,
Rose and John D. Wolken. May 1986. 13 pp.

151. ResPONSES TO DEREGULATION: RETAIL DEPOSIT PRIC-
ING FROM 1983 THROUGH 1985, by Patrick [. Mahouney,
Alice P. White, Paul F. O’Brien, and Mary M.
McLaughlin. January 1987, 30 pp.

DETERMINANTS OF CORPORATE MERGER ACTIVITY: A
REVIEW OF THE LITERATURE, by Mark J. Warshawsky.
April 1987. 18 pp.

STOCK MARKET VOLATILITY, by Carolyn D. Davis and
Alice P, White. September 1987. 14 pp.

THE EFFECTS ON CONSUMERS AND CREDITORS OF PRO-
POSED CEILINGS ON CREDIT CARD INTEREST RATES, by
Glenn B. Canner and James T. Fergus. October 1987.
26 pp.

THE FUNDING OF PRIVATE PENSION PLANS, by Mark J.
Warshawsky. November 1987. 25 pp.

INTERNATIONAL TRENDS FOR U.S. BANKS AND BANK-
ING MARKETS, by James V. Houpt. May 1988. 47 pp.
M2 pER UNIT OF POTENTIAL GNP AS AN ANCHOR FOR
THE PRICE LEVEL, by Jeffrey J. Hallman, Richard D.
Porter, and David H, Small. April 1989. 28 pp.

147.

148.

149.

150.

152.

153.

154.

155.
156.

157.

158.

THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE PROD-

ucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

159.
1IES OF BANK HOLDING CoMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

REPRINTS OF Bulletin ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Limit of 10 copies

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84,

Survey of Consumer Finances, 1983. 9/84.

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market.
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

Prices, Profit Margins, and Exchange Rates. 6/86.

Agricultural Banks under Stress. 7/86.

Foreign Lending by Banks: A Guide to International and
U.S. Statistics. 10/86.

Recent Developments in Corporate Finance. 11/86.

Measuring the Foreign-Exchange Value of the Dollar. 6/87.

Changes in Consumer Installment Debt: Evidence from the
1983 and 1986 Surveys of Consumer Finances. 10/87.

Home Equity Lines of Credit. 6/88.

Mutual Recognition: Integration of the Financial Sector in the
European Community. 9/89.

The Activities of Japanese Banks in the United Kingdom and
in the United States, 198088, 2/90.

Industrial Production: 1989 Developments and Historical
Revision. 4/90.

U.S. International Transactions in 1989, 5/90.

Recent Developments in Industrial Capacity and Utilization.
6/90.

Developments Affecting the Profitability of Commercial
Banks. 7/90.

NEW DATA ON THE PERFORMANCE OF NONBANK SUBSIDIAR-
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Index to Statistical Tables

References are to pages A3—A87 although the prefix “A’’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20, 76
Assets and liabilities (See also Foreigners)

Banks, by classes, 18-20

Domestic finance companies, 36

Federal Reserve Banks, 10

Financial institutions, 26

Foreign banks, U.S. branches and agencies, 21, 78-85
Automobiles

Consumer installment credit, 39, 40

Production, 49, 50

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 57, 78-85
Business activity, nonfinancial, 46
Business expenditures on new plant and equipment, 35
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 48
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 69
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 73-77, 78-79, 82-83
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20, 73-77
Commercial and industrial loans, 16, 18, 19, 20, 21, 73-77
Consumer loans held, by type and terms, 39, 40
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 38
Terms of lending 73-77
Time and savings deposits, 3
Commercial paper, 23, 24, 36
Condition statements (See Assets and liabilities)
Construction, 46, 51
Consumer installment credit, 39, 40
Consumer prices, 46, 48
Consumption expenditures, 53, 54
Corporations
Nonfinancial, assets and liabilities, 35
Profits and their distribution, 35
Security issues, 34, 67
Cost of living (See Consumer prices)
Credit unions, 27, 39. (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits
Banks, by classes, 18-21
Ownership by individuals, partnerships, and corpora-
tions, 22
Turnover, 15

Depository institutions

Reserve requirements, 8

Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)

Banks, by classes, 3, 18-20, 21

Federal Reserve Banks, 4, 10

Turnover, 15
Discount rates at Reserve Banks and at foreign central

banks and foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 47
Eurodollars, 24

FARM mortgage loans, 38
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and own-
ership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 6, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 37, 38
Federal Housing Administration, 33, 37, 38
Federal Land Banks, 38
Federal National Mortgage Association, 33, 37, 38
Federal Reserve Banks
Condition statement, 10
Discount rates {See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federal Reserve System
Balance sheet for priced services, 86
Condition statement for priced services, 87
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 36
Business credit, 36
Loans, 39, 40
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4, 87
Flow of funds, 41, 43, 44, 45
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21, 78-85
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 70
Foreign trade, 56
Foreigners
Claims on, 57, 59, 62, 63, 64, 66
Liabilities to, 20, 56, 57, 59, 60, 65, 67, 68
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GOLD

Certificate account, 10

Stock, 4, 56
Government National Mortgage Association, 33, 37, 38
Gross national product, 53

HOUSING, new and existing units, S1

INCOME and expenses, Federal Reserve System, 86-87
Income, personal and national, 46, 53, 54
Industrial production, 46, 49
Installment loans, 39, 40
Insurance companies, 26, 30, 38
Interest rates
Bonds, 24
Commercial banks, 73-77
Consumer installment credit, 40
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 69
Money and capital markets, 24
Mortgages, 37
Prime rate, 23
International capital transactions of United States, S5-69
International organizations, 59, 60, 62, 65, 66
Inventories, 53
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 38
Federal Reserve Banks, 10, 11
Financial institutions, 26, 38

LABOR force, 47
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18-20

Federal Reserve Banks, 4, §, 7, 10, 11

Federal Reserve System, 86-87

Financial institutions, 26, 38

Insured or guaranteed by United States, 37, 38

MANUFACTURING
Capacity utilization, 48
Production, 48, 50

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 50

Mobile homes shipped, 51

Monetary and credit aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 29
National income, 53

OPEN market transactions, 9

PERSONAL income, 54

Prices
Consumer and producer, 46, 52
Stock market, 25

Prime rate, 23

Producer prices, 46, 52

Production, 46, 49

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 38
Financial institutions, 26
Terms, yields, and activity, 37
Type of holder and property mortgaged, 38
Repurchase agreements, 6, 17, 19, 20, 21
Reserve requirements, 8
Reserves
Commercial banks, 18
Depository institutions, 3, 4, §, 12
Federal Reserve Banks, 10
U.S. reserve assets, 56
Residential mortgage loans, 37
Retail credit and retail sales, 39, 40, 46

SAVING
Flow of funds, 41, 43, 44, 45
National income accounts, 53
Savings and loan associations, 26, 38, 39, 41. (See also
Thrift institutions)
Savings banks, 26, 38, 39
Savings deposits (See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 67
New issues, 34
Prices, 25
Special drawing rights, 4, 10, 55, 56
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3. (See also Credit unions and Savings
and loan associations)

Time and savings deposits, 3, 13, 17, 18, 19, 20, 21

Trade, foreign, 56

Treasury cash, Treasury currency, 4

Treasury deposits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 47
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30
Foreign and international holdings and transactions, 10,

Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 55-69
Utilities, production, 50

VETERANS Administration, 37, 38

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 46, 52

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK  Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*........oveveennns 02106 Richard N. Cooper Richard F. Syron
Richard L. Taylor Robert W. Eisenmenger
NEW YORK*............... 10045 Cyrus R. Vance E. Gerald Corrigan
Ellen V. Futter James H. Oltman
Buffalo..........o.ooonnnil 14240 Mary Ann Lambertsen James O. Aston
PHILADELPHIA.......... 19105 Peter A. Benoliel Edward G. Boehne
Gunnar E. Sarsten William H. Stone, Jr.
CLEVELAND*............. 44101 Charles W, Parry W. Lee Hoskins
John R. Miller William H. Hendricks
Cincinnati.................. 45201 Kate Ireland Charles A. Cerino!
Pittsburgh.................. 15230 Robert P. Bozzone Harold J. Swart!
RICHMOND*............... 23219 Hanne M. Merriman Robert P. Black
Anne Marie Whittemore Jimmie R. Monhollon
Baltimore................... 21203 John R. Hardesty, Jr. Robert D. McTeer, Jr.!
Charlotte................... 28230 William E. Masters Albert D. Tinkelenberg!

Culpeper Communications
and Records Center 22701

ATLANTA..........coee. 30303
Birmingham............... 35283
Jacksonville............... 32231
Miami............cooeinnns 33152
Nashville................... 37203
New Orleans.............. 70161

CHICAGO*........coov.e. 60690
Detroit.....c...cocvevenninns 48231

ST. LOUIS..........cceennls 63166
Little Rock................ 72203
Louisville.................. 40232
Memphis................... 38101

MINNEAPOLIS............ 55480
Helena.............o........ 59601

KANSAS CITY............. 64198
Denver............coooiiiiis 80217
Oklahoma City........... 73125
Omaha...............ooonl 68102

DALLAS............cone 75222
El Paso.......ccocovvnvnenn, 79999
Houston.................... 77252
San Antonio............... 78295

SAN FRANCISCO........ 94120
Los Angeles............... 90051
Portland.................... 97208
Salt Lake City............ 84125
Seattle........coooveninnnn. 98124

Larry L. Prince

Edwin A. Huston
A. G. Trammell
Lana Jane Lewis-Brent
Robert D. Apelgren
Victoria B. Jackson
Andre M. Rubenstein

Marcus Alexis
Charles S. McNeer
Phyllis E. Peters

H. Edwin Trusheim
Robert H. Quenon
L.. Dickson Flake
Raymond M. Burse
Katherine H. Smythe

Michael W. Wright
Delbert W. Johnson
J. Frank Gardner

Fred W. Lyons, Jr.

Burton A. Dole, Jr.
Barbara B. Grogan
John F. Snodgrass
Herman Cain

Bobby R. Inman

Hugh G. Robinson
Donald G. Stevens
Andrew L. Jefterson, Jr.
Roger R. Hemminghaus

Robert F. Erburu
Carolyn S. Chambers

Yvonne B. Burke

William A. Hilliard

Don M. Wheeler

Bruce R. Kennedy

Robert P. Forrestal
Jack Guynn

Silas Keehn
Daniel M. Doyle

Thomas C. Melzer
James R. Bowen
Gary H. Stern
Thomas E. Gainor
Roger Guffey

Henry R. Czerwinski

Robert H. Boykin
William H. Wallace

Robert T. Parry
Carl E. Powell

John G. Stoides!

Donald E. Nelson
Fred R. Herr!
James D. Hawkins!
James T. Curry III
Melvyn K. Purcell
Robert J. Musso

Roby L. Sloan!

Karl W, Ashman
Howard Wells
Ray Laurence

John D. Johnson

Kent M. Scott
David J. France
Harold L. Shewmaker

Tony J. Salvaggio!
Sammie C. Clay
Robert Smith, III!
Thomas H. Robertson

Thomas C. Warren?
Angelo S. Carella!
E. Ronald Liggett!
Gerald R. Kelly!

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West

Virginia 25311; Des Moines, lowa 50306, Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.

1. Senior Vice President.
2. Executive Vice President.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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