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tionships between these changes and the distri-
bution of “brick and mortar” banking offices
between 1975 and 1995. The analysis explores
how population shifts, deregulation, and merg-
ers, acquisitions, and failures may have influ-
enced changes in the number and location of
banking offices. Special attention is given to
changes in banking office distributions across
neighborhoods grouped by the median income
of their residents and their central city, subur-
ban, or rural location.

TREASURY AND FEDERAL RESERVE
FOREIGN EXCHANGE OPERATIONS

During the second quarter of 1997, the dollar
depreciated 7.3 percent against the Japanese yen
but gained 4.2 percent against the German mark.
On a trade-weighted basis against other Group
of Ten currencies, the dollar appreciated 1.0 per-
cent. The U.S. monetary authorities did not
undertake any intervention operations in the
foreign exchange market during the quarter.
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UTILIZATION FOR JULY 1997

Industrial production increased 0.2 percent in
July, to 119.8 percent of its 1992 average, after
an increase of 0.3 percent in June. The rate
of industrial capacity utilization slipped to
83.1 percent; during the past twelve months, the
rate has ranged between 83.0 percent and
83.6 percent.
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Laurence H. Meyer, Member, Board of Gover-
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Board has been working with the Department of
Housing and Urban Development on developing
legislative recommendations and that there is
growing interest in making significant changes
in the way in which consumers shop for and
obtain mortgage loans to improve the usefulness
of the information that consumers receive and at
the same time reduce regulatory burden for the
home mortgage industry, before the Subcommit-
tee on Financial Institutions and Regulatory
Relief of the Senate Committee on Banking,
Housing, and Urban Affairs, July 15, 1997.

Alan Greenspan, Chairman, Board of Gover-
nors, presents the views of the Board on the
Financial Services Competition Act of 1997 and
says that although the Board supports the overall
thrust of the Banking Committee bill, it is none-
theless concerned that the bill goes unnecessar-
ily far at this time in mixing commerce and
banking and that permitting banks to conduct
new activities in their own subsidiaries is unwise
because of the extension of the safety net sub-
sidy directly to those subsidiaries; also, the
Beoard should continue to have consolidated
oversight responsibility for most holding com-
panies, before the Subcommittee on Finance and
Hazardous Materials of the House Committee
on Commerce, July 17, 1997.

Chairman Greenspan presents the Federal
Reserve’s semiannual report to the Congress on
the economic situation and monetary policy and
says that the recent performance of the econ-
omy, characterized by strong growth and low
inflation, has been exceptional and that the key
question facing financial markets and policy-
makers is what is behind the good performance
of the economy and will it persist, before the
Subcommittee on Domestic and International
Monetary Policy of the House Committee on
Banking and Financial Services, July 22, 1997.
[Chairman Greenspan presented identical testi-
mony before the Senate Committee on Banking,
Housing, and Urban Affairs on July 23, 1997.]

Alice M. Rivlin, Vice Chair, Board of Gover-
nors, shares the views of the Board on why the
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economy is doing so well and how best to
keep it going and says that a combination of
policies—wise monetary policy; investment in
skills by individuals, firms, and the public and
nonprofit sectors; and increased saving invested
in research, technology, and infrastructure—can
keep the economy on the highest sustainable
growth path, before the House Committee on
Banking and Financial Services, July 23, 1997.

Governor Meyer discusses his views on the
conduct of monetary policy, specifically his
views about the relevance of the NAIRU
(nonaccelerating-inflation rate of unemploy-
ment) and says that he believes that NAIRU is
an important and useful concept and that it is
lower than it was in the 1980s, although there
is uncertainty about the precise estimate of
NAIRU, before the House Committee on Bank-
ing and Financial Services, July 23, 1997.

William J. McDonough, President, Federal
Reserve Bank of New York, provides his views
on the conduct of monetary policy in conjunc-
tion with the semiannual report to the Congress
under the Humphrey—Hawkins Act and says that
the longer-run purpose of today’s policy actions
should be to lay the foundation for price stability
and sound economic growth over the coming
decade, before the House Committee on Bank-
ing and Financial Services, July 23, 1997.

Vice Chair Rivlin discusses the Federal
Reserve’s planning process and the efforts being
taken to improve performance in the spirit of the
Government Performance and Results Act and
says that the Federal Reserve has undertaken to
plan further ahead, to use resources more effec-
tively, and to coordinate activities across the
whole System more explicitly, before the House
Committee on Banking and Financial Services,
July 29, 1997.

Edward W. Kelley, Jr., Member, Board of Gov-
ernors, discusses the Federal Reserve’s efforts to
address the Year 2000 computer systems prob-
lem and says that the Federal Reserve System
has developed and is executing a comprehensive
plan to ensure its own Year 2000 readiness, that
the bank supervision function is well along in a
cooperative, interagency effort to promote early
remediation and testing by the industry, and that
all Federal Reserve computer program changes,
as well as system and user-acceptance testing,
are scheduled to be completed by year-end 1998,
with some critical financial services systems that

interface with customers ready by mid-1998
to permit approximately eighteen months for
customer testing, before the Subcommittee on
Financial Services and Technology of the Senate
Committee on Banking, Housing, and Urban
Affairs, July 30, 1997.
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the existing degree of pressure on reserve posi-
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sible firming of reserve conditions during the
intermeeting period.
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Changes 1n the Distribution of Banking Offices

Robert B. Avery, Raphael W. Bostic, Paul S. Calem,
and Glenn B. Canner, of the Board’s Division of
Research and Statistics, prepared this article. John E.
Matson provided research assistance.

Over the past twenty years, major structural changes,
including rapid consolidation among institutions,
have altered the shape of the banking industry. Struc-
tural change has been driven by advances in tech-
nology, efforts to increase efficiency and reduce costs,
the general performance of the economy, and the
globalization of financial services markets. Deregula-
tion of various aspects of banking, including a relax-
ation of regulatory restrictions on the ability of bank-
ing organizations to purchase other institutions and to
establish branch offices, has also contributed signifi-
cantly to the changes in banking structure.

Consolidation in the industry has resulted from
mergers of previously independent institutions, the
failure of a large number of commercial banks and
savings associations (savings banks and savings and
loan associations), and consolidation within bank
holding companies. Industry analysts have advanced
certain explanations for the drive to consolidate. In
one view, consolidation is primarily a response to an
oversupply of banking institutions and offices, or
“overcapacity.” Overcapacity has resulted from
advances in technology, the easing of some regula-
tory restrictions, and inroads by nonbank financial
institutions into traditional banking service markets.
Another view is that some consolidation is motivated
by strategic considerations and may, in some cases,
have anticompetitive effects.

These structural changes may have influenced the
distribution of banking offices, that is, their number
and location.! This article explores the relationship
between these changes and the distribution of offices
between 1975 and 1995, particularly across neighbor-
hoods grouped by the median income of residents
and location (central city, suburban, or rural). The
examination is restricted to ‘‘brick and mortar”

1. In this article the terms “‘bank,” “banking institution,” and
“banking office” pertain to commercial banks and savings
associations.

offices, which traditionally have been the most impor-
tant delivery system that banking institutions use to
provide products and services to households and busi-
ness customers.? In these offices, customers can con-
duct a host of deposit, borrowing, and other financial
transactions through tellers, loan officers, and other
customer service representatives.

Although much discussion about the possible
effects of structural changes in banking on branching
activity has taken place, only limited information has
been available for a systematic analysis of this issue.
This analysis relies on a new, specially constructed
database that combines information on banking office
locations, mergers and consolidations, failures of
commercial banks and savings associations, and
neighborhood economic and demographic character-
istics. The Federal Reserve’s National Information
Center database, supplemented with data supplied by
the Office of Thrift Supervision, was used to track
mergers, acquisitions, and failures over time. Infor-
mation from the Census of Population and Housing
for 1970, 1980, and 1990 and Bureau of the Census
estimates for the intervening years were used to
assign economic and demographic characteristics to
the geographic area containing each banking office.
Appendix A provides details on the construction of
the database used in this article.

These structural and distributional changes have
raised some public concerns. One concern is that
consolidation will tend to reduce the number of bank-
ing offices and possibly the availability of services.
Another is that banks and savings associations may
be closing offices and reorienting their office net-
works to the benefit of more affluent customers at the
expense of lower-income communities. Legislators
and regulators have addressed these varied concerns
through laws and regulations intended to help ensure
that all segments of the public have access to banking
services. The analysis in this article focuses on the
structural and distributional changes in the banking
industry in light of these concerns.

2. Other delivery systems include telephone banking networks,
automated teller machines (ATMs), and software products for home-
based personal computers.
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GENERAL TRENDS IN DISTRIBUTION

According to the data, the number of banking institu-
tions declined between 1975 and 1995. The number
of banking institutions fell from about 18,600 to
12,200, a decline of 35 percent (table 1). The percent-
age decline was much larger for savings associations
than for commercial banks—52 percent for savings
associations compared with 30 percent for commer-
cial banks—largely because of a relatively high rate
of failure among savings associations in the late
1980s and early 1990s. Because commercial banks
far outnumber savings associations, however, abso-
lute declines were greater for commercial banks.

In contrast, during the same period the number of
banking offices increased markedly. The total number
of banking offices rose 29 percent—much of which
was due to a 38 percent increase in the number of
commercial bank offices. The number of savings
association offices in 1995 was only 5 percent higher
than the number in 1975.

Not only the number of banking institutions and
offices but also the size distribution of institutions
and office networks has changed substantially. From
1975 to 1995, the proportion of institutions operating
a single office declined from 58 percent of all institu-
tions to 40 percent, and the proportion of all offices
they accounted for declined from 18 percent to
6 percent. Over the same period, the proportion of all
banking institutions operating large office networks
(more than fifty offices) increased from 0.5 percent of

all institutions to roughly 2 percent, while the propor-
tion of offices they operated increased from 17 per-
cent to 41 percent. As expected, a close association
exists between the asset size of an institution and
the number of offices it operates. From 1975 to 1995,
large banking institutions (those with assets of more
than $1 billion in constant 1995 dollars) increased as
a percentage of all banking institutions from less than
3 percent to about 5 percent, and the proportion
of all banking offices operated by these institutions
increased from 31 percent to 51 percent (table 2).

On net, the average number of offices per insti-
tution increased over this period from three to six
(table 1, memo item). This finding understates some-
what the degree to which branching expanded among
institutions with multiple offices (that is, excluding
single-office institutions), for which the average num-
ber of offices per institution increased from six to ten.
Even though in 1995 commercial banks outnumbered
savings associations nearly five to one (table 1),
savings associations had a disproportionate number
of offices, in part because single-office institutions
have been more common among commercial banks.
Forty-two percent of commercial banks and 28 per-
cent of savings associations operated only one office
in 1995 (data not shown in table).

The overall institutional and branching develop-
ments over 1975-95 are the net result of two diver-
gent trends. First, from 1975 to 1985 the total number
of institutions fell slightly, and the number of bank-
ing offices increased dramatically. The number of

1. Distribution of commercial banks, savings associations, and banking offices, by number of banking offices, 1975-95

Percent except as noted

All institwions All barking offices
Tiem
1975 I 1980 J 1985 J 1990 1 1995 \975 l 1980 ] 1985 I togp |
'y # 1 o . p
A S1.5 482 468 173 39.8 182 izl 103 92 54
255 293 300 2.6 0.7 187 173 154 22 1z
123 166 165 18.6 s 29 238 2.8 205 195
16 5.2 57 6.1 6.5 28 257 265 249 30
5 2 bl 14 17 174 201 249 330 409
109 100 100 100 100 100 100 100 100 300
Number of institutions and, n_ﬂicu o
by fype- o,f fnstitution : L
Commencial verbereasinn 4 JA3IB 14379 14377 12370 10089 43482 SIS 56020 SGIZD S
Savings SSYOCIMIONS .. .x.n.s 4300 4352 34: 3167 2080 15429 19S?  25a4l R ikaE!
Totah oo IB6I8 IRTHL 17869 ISSY 12169 SRON  TednL  B1adl a2 PRpSe
A narnber of Glfice:
T v .
Af?nﬁmmu I 32 £0 45 52 62
Excluding. sm;gle-oﬂice mstu.uﬁum o 5.0 67 13 £y 9.7 _

SoURCE. Federal Reserve Board, National Information Center database; Fed-
eral Deposit Insurance Corporation, Summary of Deposits; and Office of Thrift
Supervision, Branch Office Survey System.
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offices increased 63 percent for savings associations
and 29 percent for commercial banks. Second, in
contrast, from 1985 to 1995, a marked contraction
occurred in the industry: The number of institutions
declined nearly 32 percent, and the number of offices
declined about 6 percent. Although commercial banks
and savings associations both recorded substantial
declines in their numbers, their trends regarding the
number of offices diverged. The number of savings
association offices dropped precipitously—nearly to
1975 levels; in contrast, the number of commercial
bank offices continued to increase, although at a
much slower rate than that of the previous ten years.

2. Distribution of banking institutions and banking offices,
by type of institution and asset size, 1975-95
Percent

Most banking offices—about 73 percent in 1995—
were located in metropolitan areas, either in central
cities or suburbs (table 3). While the overall percent-
age of offices in metropolitan areas remained fairly
constant over 1975-95, suburban areas gained share
and central cities lost share.

FACTORS INFLUENCING THE DISTRIBUTION
OF BANKING OFFICES

The factors that influence banks’ decisions to expand
or contract the number of offices they operate and
where to locate these offices include office profitabil-

3. Distribution of banking offices and population by
population growth rate and degree of urbanization,
1975-95

Percent
Typtf‘-&fdi.;l?;'emﬁon Population growth rate
{assens in 1975 | 1980 | 1985 | 1990 | 1995 of o degree 1975 | 1980 | 1985 | 1990 | 1995
. urbanization
millions of dollars)’ of ZIP code area
Institution distribution Population growth
rate—all areas’
Commercial bariks Office distribution |
Less than 100 ....... 60.4 60.3 59.9 57.3 57.0 Low ............... 45.9 44.4 42.1 41.5 41.9
10010999 .......... 14.9 149 18.5 19.7 226 Moderate . . 32.8 322 31.8 323 32.7
}E?ggom 9999 ...... ‘Lf 1.421 l.g 2.‘2‘ 2.; High............... 213 234 26.1 26.2 254
,000 or more . . . . .
Total ................ 100 100 100 160 100
Savings essociations
Less thap 100 ....... 11.9 iL1 8.0 8.6 7.8 Urbanization
100999 .......... 99 10.7 9.6 9.8 8.0 Population distributon
1,000 109999 ...... 1.2 1.4 19 1.9 12 Central city ........ 429 42.0 418 41.5 40.9
10,000 or more ...... 0 .0 R R 1 Suburban .......... 36.6 373 38.0 39.1 397
Totat 100 100 100 100 100 Rural .............. 20.5 207 20.2 194 19.4
(17 | SOTPOTEDPRRT
Total ................ 100 100 160 100 100
All institutions
Less than 100 ....... 72.3 714 67.9 65.9 64.8 Office distribution
100 10 999 .., o249 25.6 28.1 29.5 30.7 Central city ........ 35.6 36.0 35.6 348 336
160%0,9.-999- . 2.; 2.2 3-; 4.§ 3-3 Suburban .......... 35.8 36.5 37.2 39.1 39.0
,000 or more E E . . . Rural .............. 28.6 274 212 26.1 274
Total ............... 100 100 100 160 100 Total ................ 100 100 100 100 100
Office distribution Urbanization and
population growth rate
Commercial buanks Oﬁécc distribution
h , al cit
Less than 100 .,..... 273 244 210 175 16.0 entral city
100t 999 ,......... 22 218 212 198 220 Low .oooveinin 134 129 116 112 108
= Moderate ........ 11.0 109 10.4 10.4 10.3
1,000 m 9,998 ...... 17.0 15.6 i8.4 19.8 21.2 A
10,000 ‘or mon: 73 74 83 13.0 19.5 High ............ 11.2 12.3 13.6 13.2 12.5
P R e ’ ) ’ : Suburban
. . Low .....oveene 17.5 174 16.6 17.3 17.4
Savings associations Moderate 10.5 10.4 10.6 112 . 112
Less than 100 ....... 5.6 438 3.0 2.9 22 "
10060 999 ... .uu.. 138 162 132 120 8.3 RoBgh e 7.9 88 100 106 )04
1,000 t0 9999 ...... 6.3 9.2 12.0 115 715
A Low ............. 14.9 14.2 13.9 13.0 13.7
. 2
10,000 or more ..., 3 7 29 33 32 Moderate ... 14 109 108 107 112
Total ............... 100 100 100 160 100 High ... 23 23 25 23 25
Al Mmstiutions Total ................ 100 100 100 100 160
Less than 100 ....... 329 29.1 24.0 204 18.3 MEMO:
1000999 .......... 36.0 38.0 344 31.8 30.3 e
1,000 to 9.999 ... 1 73 248 304 313 287 Number of offices ....| 58911 74,471 81,161 80,026 76,056
10,000 or more ... 8 81 12 163 1 1. Growth rates for ZIP code areas are defined as follows: “Low” popula-
Total ......ooooo.... | 100 100 100 100 100 tion growth is less than or equal to 11 percent in 1975-95 (lowest one-third);
“moderate’ growth is 12 to 32 percent (middle one-third); “high” growth is

1. Measured in constant 1995 dollars.

Source. Federal Reserve Board, National Information Center database; Fed-
eral Deposit Insurance Corporation, Summary of Deposits; and Office of Thrift
Supervision, Branch Office Survey System.

33 percent or more (top one-third).

Source. Federal Deposit Insurance Corporation, Summary of Deposits;
Office of Thrift Supervision, Branch Office Survey System; and Census of
Population and Housing, 1970, 1980, and 1990.
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ity; risk diversification and strategic considerations;
general economic and demographic trends, including
population shifts and changing business patterns;
technological developments; the regulatory environ-
ment; and mergers, acquisitions, and failures.

Office Profitability

The profitability of an office is a function of both the
revenues the office generates and its operating costs.
Revenues depend, in part, on the number and charac-
teristics of customers that the office attracts or helps
retain and the amount and type of deposits and loans
that it generates. For many institutions, a basic func-
tion of offices is to attract relatively low-cost check-
ing and savings account deposits that may be used to
fund lending activity. The types and financial profiles
of residents and businesses in the local commu-
nity, along with the office’s product mix and associ-
ated prices, will help determine its effectiveness in
attracting and retaining depositors and other loan
customers.

An important factor influencing decisions about
office locations is demand from current or potential
customers for convenient access to banking services.
Thus, office profitability depends in part on such
factors as traffic flow patterns and transportation
routes in an area, the extent of nearby commercial
and retail development, resident and employee pop-
ulation densities, and household preferences for
offices as opposed to alternative delivery channels.
Evidence from recent surveys sponsored by the Fed-
eral Reserve confirms that the locational convenience
of banking offices is important both to households
and to small business customers, for most customers
prefer to conduct their banking activities close to
their homes, places of work, or businesses.® This
evidence suggests that an analysis of changes in the
number and location of banking offices is most appro-
priately conducted at the neighborhood level, as this
analysis is.

In deciding where to locate its offices, a banking
institution seeks to meet the needs of existing and
potential customers in a cost-efficient manner. Bank-
ing cost studies have found economies of scale at the
office level; that is, average total costs decline until
office size (typically measured by total deposits)
reaches some threshold at which the office is oper-

3. Myron L. Kwast, Martha Starr-McCluer, and John D. Wolken,
“Market Definition and the Analysis of Antitrust in Banking,” Anti-
trust Bulletin (forthcoming).

ating at its most efficient level. In other words, a
minimum amount of business must be conducted
at an office if it is to operate most efficiently. At
an office where transactions are conducted relatively
infrequently, the average cost of the services pro-
vided will be relatively high. Therefore, unless some
individual customers who use the office also generate
substantial revenues or low-cost checking and sav-
ings account deposits for the bank or there are long-
run strategic considerations of the kind discussed
below, the office will not be cost-effective to operate.
Studies also find that banks that have been con-
strained by legal restrictions on branching can some-
times lower their overall average costs by opening
new offices when the restrictions are eased. Thus, in
certain circumstances branching may permit a bank
to provide services in more optimally sized offices.*

Even if an office operates at its most efficient level,
an alternative means for delivering banking services,
such as an automated teller machine (ATM), may be
more cost-effective. In such cases, that office will be
viewed as less profitable. Over time, such offices will
be either replaced by the more profitable alternative
or closed, with their customers’ accounts transferred
to other nearby offices.

Risk Diversification and Strategic
Considerations

The potential benefits of risk diversification may
provide an incentive for banks to open new offices
or acquire existing offices from other institutions. By
operating a geographically dispersed network of
offices, an institution may achieve greater diversifica-
tion of its deposit base and loan portfolio and thereby
reduce the risk of substantial deposit outflows and
loan losses.’

Further, a bank may evaluate whether to open a
new office (or close an existing one) within a strate-
gic context; that is, competitive considerations may
carry some weight in an assessment of the costs and
benefits associated with a particular office. For exam-
ple, in a fast-growing market, a bank might open
more offices than it expects to be profitable in the
short run to gain a competitive advantage in the long
run.

4. David B. Humphrey, “Why Do Estimates of Bank Scale Econo-
mies Differ?”’” Federal Reserve Bank of Richmond, Economic Review
(September/October 1991), pp. 38-50.

S. See, for example, J. Nellie Liang and Stephen A. Rhoades,
“Geographic Diversification and Risk in Banking,” Journal of Eco-
nomics and Business, vol. 40 (1988), pp. 271-84.
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Population Changes

Changes in population, income, and business activity
can influence branching patterns. The establishment
of new households and the movement of many exist-
ing households, for example, have resulted in the
growth of numerous suburban and rural areas as well
as population declines in some urban communities.
Banking institutions may respond to these population
changes by establishing new banking offices in areas
experiencing growth or by closing and consolidating
offices in areas of declining population.®

Technological Developments

Technological developments in the delivery of bank-
ing services may affect the number and location
of bank offices in two ways. First, many consumers
may find alternative delivery mechanisms more con-
venient and less costly for many transactions, thus
reducing demand for certain office services. Second,
technological developments, particularly the intro-
duction and spread of ATMs, can affect the cost of
operating an office, both absolutely and relative to
alternative delivery mechanisms.” For example, the
average transaction conducted with a bank teller is
estimated to cost more than three times that of a
transaction at an ATM.# Because they deliver more
convenient and less costly services, ATMs prolifer-
ated from only a few thousand in 1975 to 123,000 in
1995. Most ATMs are in bank offices, where they
substitute for more costly tellers and reduce the cost
of operation. However, large numbers of ATMs
(38,000, or 31 percent, in 1995) are off site, where
they serve as substitutes for bank offices. Technologi-
cal innovations continue to improve the delivery of
banking services, with potential implications for
future branching patterns.

6. An alternative potential response to increased demand for ser-
vices is the establishment of a new, or de novo, bank. For an
assessment of factors influencing de novo bank entry, see Dean F.
Amel, “An Empirical Investigation of Potential Competition: Evi-
dence from the Banking Industry,” in Benton E. Gup, ed., Bank
Mergers: Current Issues and Perspectives (Kluwer Academic Publish-
ers, 1989), pp. 29-68.

7. See David B. Humphrey, “Delivering Deposit Services: Banks
Versus Branches,” Federal Reserve Bank of Richmond, Economic
Quarterly, vol. 80 (Spring 1994), pp. 59-81.

8. See Drew Clark, “Branches’ Persistence Rests with the Public,”
American Banker (December 4, 1996), p. 10a.

9. See “EFT Network Data Book,” Bank Network News, vol. 15
(November 11, 1996), pp. 1-3.

Deregulation

Over the past two decades, the regulatory environ-
ment in banking has changed dramatically in the
direction of deregulation. Three major aspects of
deregulation between 1975 and 1995 are particularly
pertinent for the analysis of bank branching behavior.
First, the removal of federal limits on the interest
rates that banks could pay depositors changed the
focus of competition among banking organizations
from the quality and extent of services to their price.
Second, most states repealed or liberalized their laws
restricting intrastate branching by commercial banks
and savings associations. Third, banking organiza-
tions were largely freed from restrictions on interstate
expansion by holding company acquisition or merger.
The changes in the laws governing geographic expan-
sion by banking organizations provided institutions
with new opportunities to restructure and expand
their banking office networks.

Deregulation of Interest Rates

Before the mid-1980s, commercial banks and savings
associations were subject to federal regulatory restric-
tions on the payment of interest on checking and
savings accounts. The inability of commercial banks
and savings associations to pay market interest rates
had several consequences for their branching activity.
One was that competition for depositors’ funds took
the form of “quality” or ‘“nonprice” rivalry—for
example, offering additional offices. Another conse-
quence was a periodic outflow of funds from banking
institutions because depositors transferred funds to
savings instruments that paid market rates. This out-
flow was particularly large in the late 1970s and early
1980s, when the gap between market interest rates
and regulated deposit rates was widest. This large
gap and the accompanying outflow increased the
incentives for institutions to use banking offices to
acquire checking and savings account deposits,
which, when compared with alternative sources of
funds, were relatively inexpensive.

The Congress acted in the early 1980s to remove
interest rate ceilings on deposit accounts, and by
1986, banking institutions were almost entirely free
of such restrictions.!® With deregulation of deposit

10. The Depository Institutions Deregulation and Monetary Con-
trol Act of 1980 authorized banks nationwide to offer NOW accounts
and established the Depository Institutions Deregulation Committee
to preside over the phaseout and ultimate elimination, by 1986, of
regulatory interest rate ceilings on time and savings deposits. The
Garn-St Germain Act of 1982 permitted depository institutions to
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interest rates, the influence of nonprice competition
on branching patterns has diminished.

Deregulation of Intrastate Bank Branching

Before 1975, intrastate restrictions on branching by
commercial banks were commonplace. Commercial
banks were allowed to branch statewide with few or
no restrictions in only seventeen states (see box *“Cate-
gorization of States by Changes in Intrastate Branch-
ing Laws’").!! However, intrastate branching by sav-

offer an account that is *“equivalent to and competitive with money
market mutual funds” and made introducing money market deposit
accounts possible for banks.

A few legal restrictions on bank deposit accounts remain. For
instance, banks are still unable to pay interest on demand deposits
(regular checking accounts), and only noncommercial customers are
eligible for NOW accounts.

11. Individual state banking laws established branching rules for
state-chartered banks. The McFadden Act of 1927 subjected nation-
ally chartered banks to the branching laws of the state in which they
were located.

ings institutions was not restricted to the extent it was
for commercial banks.

Since then, mainly during the 1980s, restrictions
on intrastate branching have been removed or relaxed
substantially in all states. In some states the elimina-
tion of branching restrictions occurred in stages
whereas in others restrictions were removed at one
time. In states that relaxed intrastate branching re-
strictions, many banks opened new offices in local
markets from which they had previously been
excluded.!? Thus, one would expect the lifting of
intrastate branching restrictions to have resulted in
an increase in the number of banking offices.!? How-

12. See Dean F. Amel and J. Nellie Liang, “The Relationship
between Entry into Banking Markets and Changes in Legal Restric-
tions on Entry,” Antitrust Bulletin, vol. 37 (Fall 1992), pp. 631-49.

13. Comparisons across states find less extensive branch coverage
(for example, in the total number of banking offices per capita) in
states that restrict bank branching. See Douglas D. Evanoff, ‘‘Branch
Banking and Service Accessibility,” Journal of Money, Credit, and
Banking, vol. 20 (May 1988), pp. 191-202.

To facilitate analysis of the effects of changes in intrastate
branching laws on bank office patterns over 1975-95, states
and the District of Columbia are classified into five groups.
These classifications are based on the degree to which
intrastate branching by commercial banks was restricted
under state laws as of January 1, 1975, and on the extent to
which these laws were subsequently relaxed.

Categorization of States by Changes in Inirastate
Branching Laws

Categorization by changes in

Categorization of States by Changes in Intrastate Branching Laws

state branching restrictions

States

Full statewide branching,
1975-92

Severe restrictions 1975-92

Severe restrictions in 1975;
elimination by 1992

Severe restrictions in 1975;
significant relaxation by 1992

Moderate restrictions in 1975;
elimination or significant
relaxation by 1992

Alaska, Arizona, California,
Delaware, District of Columbia,
Hawaii, Idaho, Maine, Maryland,
Nevada, North Carolina,

Rhode Island, South Carolina,
South Dakota, Vermont, Virginia,
and Washingion

Towa

Florida, Indiana, Kansas,
Louisiana, New Hampshire, Texas,
West Virginia, and Wisconsin

Colorado, Hlinois, Kentucky,
Minnesota, Montana, Nebraska,
North Daketa, Oklahoma, and
Wyoming

Alabama, Arkansas, Connecticut,
Georgia, Massachusetts, Michigan,
Mississippi, Missouri, New Jersey,
New Mexico, New York, Ohio,

. Oregon, Pennsylvania, Tennessee,
d

and Utah

1993,

Source. Dean F. Amel, “State Laws Affecting the Geographic Expan-
sion of Comrmercial Banks,” Board of Governors of the Federal Reserve
System, Division of Research and Statistics, staff memorandum, September

States that had few or no restrictions on intrastate branch-
ing throughout 1975-92 are placed in the full statewide
branching category.! States where, as of 1975, banks were
subject to a limit of five or fewer offices (in some cases,
only one) are categorized as having had severe restric-
tions. These states are further subdivided into those where
branching restrictions were completely eliminated by year-
end 1992; those where the restrictions were substantially
relaxed by year-end 1992; and those where no significant
change occurred.? ' .

The final grouping consists of states where bran¢hing
laws were moderately restrictive as of 1975. Most of these
states limited branching to a single county, to contiguous
counties, or to locations within a specified distance. from
the home office. Several imposed a form of “home office
protection law,” prohibiting banks from branching into ‘a
municipality with a population below a specified threshold
and where the principal office of another institution was
located. In all these states, branching restrictions were
either completely eliminated or significantly eased by year-
end 1992.

1. Three of these males placed mild restrictions.on bunk branching as
of 1975, Hawaii imposed some restrictidhs on the nynber of offices in
Honolulu; Virginia and Washington allowed statewide bmnchmg by mc@ﬂ“
or acquisition but restricted -de novo branching (o thé county in'tvhich thie
bank’s principal office was located. All'three states eliminated Théss branch-
ing restrictions by 1987.

2. Among those states in which severe. bmnchmg rastrictions were
significantly relaxed (but not eliminated) by year-end 1992, onfy NEaeis had
lifted its remaining restrictions by year-ead 1995. lowa alone retained severs
restrictions on bank branching through 1992, although it allowed small
increases in the numerical limits on bank branching during the pefiod.
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ever, isolating the effects of intrastate branching
deregulation from other significant developments
affecting bank branching behavior is difficult.

Deregulation of Intersiate Banking

Until the late 1970s, no state permitted out-of-state
commercial banking organizations to operate in-state
banking subsidiaries. State barriers to interstate bank-
ing began to fall in 1978, when Maine relaxed restric-
tions on entry by out-of-state holding companies.
During the 1980s and early 1990s, every state except
Hawaii followed suit by allowing some degree of
interstate banking. Until recently, commercial bank-
ing organizations could expand office networks
across state lines only through holding company
acquisitions (see box “The Riegle-Neal Act of
1994”).

The Riegle—Neal Act of 1994
“The; Douglas ‘Amendment to the federal Bank Holding
At 6f 1956 restricted the ownership of bank-
tisidiaties: by bank holding companies to only the

‘Shatefvwhich thé hiolding companies were headquartered
“nilEas oSy atles expressly permitied their entry or they
e stundfathiered. Passage of the Riegle-Neal Inter-

‘gt mkmg:nd Blra.ncmng Efﬁcxency Act in 1994

ﬂ'ﬂﬂwfam rxindmomi were met, mclud-
] .&he Cﬂmumly Reinvestment Act

preniied mﬂi}ﬁdwﬂ ¢ommercial banks from
B85 §lale lines. The RiggleNeal Act effec-
ﬂlese mmicﬁovss ‘for commermal banks.

Anters '. by merging
Pl ] 148, However, the estab-
3 aices Within K qte By an out-of-

P :iunbhgmn.st irwerstave
3 m%m?mmw do 80,

Historically, savings associations and their parent
organizations had been subject to similar restrictions
on interstate expansion. In 1986, however, the Fed-
eral Home Loan Bank Board relaxed many of the
restrictions on interstate acquisition of savings asso-
ciations, particularly when failing institutions were
involved. In 1992, the Office of Thrift Supervision,
successor agency to the Federal Home Loan Bank
Board, granted savings associations full interstate
branching privileges.

The effects of relaxing restrictions on interstate
banking on the distribution of banking offices are
uncertain. To date, most expansion by banking orga-
nizations across state boundaries has involved acqui-
sitions or mergers rather than de novo entry, and the
effects of such transactions can vary depending on
the circumstances. For example, acquisition of an
inefficiently run bank by an out-of-state banking
organization, when the inefficiencies are related to
the size or scope of the acquired bank’s office net-
work, could result in either the closing of inefficient
offices or, with an undersized network, the opening of
new offices. In contrast, one would not expect the
acquisition of an efficiently run institution to lead to
changes in the number and location of the acquired
bank’s offices.

The Community Reinvestiment Act

The Community Reinvestment Act of 1977 (CRA)
encourages commercial banks and savings associa-
tions to help meet the credit needs of the communi-
ties in which they are chartered, consistent with safe
and sound banking practices. In evaluating compli-
ance with the CRA, regulators have always consid-
ered an institution’s record of opening and closing
offices.!# To achieve a good CRA compliance record,
an institution may open or retain offices in lower-
income communities. Moreover, a strong office pres-
ence in lower-income communities may not only
help an institution avoid costly CRA-related pro-
tests of applications for mergers and acquisitions
but also create opportunities for new and profitable
business relationships. To further enhance their rec-
ords of serving their local communities, many banks
and savings associations have entered into agree-
ments with community organizations. These agree-
ments sometimes involve pledges to retain existing

14. For additional details, see Griffith L. Garwood and Dolores S.
Smith, “The Community Reinvestment Act: Evolution and Current
Issues,” Federal Reserve Bulletin, vol. 79 (April 1993), pp. 251-67.
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offices or to establish new offices in lower-income
neighborhoods. !>

Current CRA regulations, introduced in 1995,
establish three performance-based measures of com-
pliance, including a service test that focuses on the
availability and effectiveness of an institution’s sys-
tem for delivering retail banking services.'® The ser-
vice test is the performance measure that is most
relevant to the effect of the CRA on bank branching
activity. This test considers the geographic distribu-
tion and the range of services provided by an institu-
tion’s offices, along with its record of opening and
closing offices (see box “The Service Test”). The
regulatory focus on office locations reflects the view
that convenient access to full-service offices within a
community is an important factor determining the
availability of credit and other banking services.!”

Industry Consolidation and Competition

Generally, mergers, acquisitions, and failures are
believed to reduce the number of banking offices,
although there are differing views as to the under-
lying causes. One view is that consolidation in the
banking industry has been necessary to increase effi-
ciency. In this view, changes in demographics, tech-
nology, regulation, and other factors had resulted
in overcapacity, necessitating structural and distribu-
tional changes within the industry. At the same time,
concerns have been expressed that consolidation may
have reduced competition and led to an excessive
decline in the provision of banking services, includ-
ing unwarranted reductions in the number of banking
offices.

Mergers and acquisitions have been transforming
the structure of the banking industry.'® In many cases,
these mergers have involved direct competitors in
the same local banking markets. Mergers and acqui-
sitions often result in changes in the number and

15. Alex Schwanz, Banks and Community Development: The
Implementation of Community Reinvestment Act Agreements
(New York: Community Development Research Center, New School
of Social Research, June 1997).

16. See Federal Reserve press release, “Community Reinvestment
Act Regulations,” April 24, 1995.

17. Additional consumer protection regulation pertaining to branch
closings comes from section 228 of the Federal Deposit Insurance
Corporation Improvement Act of 1991. This law requires banking
institutions to notify bank customers and the appropriate regulatory
agency in advance of branch closings and to adopt a policy statement
regarding branch closings. As part of each CRA examination, regula-
tors consider the institution’s compliance with this law.

18. For details, see Stephen A. Rhoades, “Bank Mergers and
Industrywide Structure, 1980-94,” Staff Study 169 (Board of Gover-
nors of the Federal Reserve System, 1996).

The Service Test

When evaluating performance of a banking institution
under the service test, regulators consider the following
factors:

1. The current distribution of the institution’s branch
offices among low-, moderate-, middle-, and upper-
income areas of its community

2. The record of opening and closing branches, par-
ticularly those located in low- or moderate-income areas
or serving low- or moderate-income individuals

3. The availability and effectiveness of alternative sys-
tems for delivering retail banking services (for example,
ATMs)

4. The range of services provided across the institu-
tion’s community and the degree that these services are
tailored to the specific needs of the different segments of
the community.

The CRA regulations emphasize that alternative sys-
tems for delivering retail banking services, such as
ATMs, will be considered only to the extent that they are
effective alternatives for providing services to low- and
moderate-income areas and individuals. The regulations
do not require an institution to expand its branch network
or to operate unprofitable branches nor do they require
that an institution’s branches and other service delivery
systems be accessible to every part of its local commu-
nity. At the same time, however, they indicate that the
institution’s delivery system should not exhibit conspicu-
ous gaps in accessibility unless such gaps can be reason-
ably justified.

geographic distribution of the combined institution’s
offices. When institutions serving the same geo-
graphic market merge, a reorganization of the com-
bined office networks typically occurs, with formerly
competing offices being combined and customer
accounts transferred to the surviving offices. In addi-
tion, mergers may provide a convenient opportu-
nity for management to reassess the effectiveness
of the entire office network, and such an evaluation
may lead to changes in the network’s geographic
configuration.

The large number of failures of commercial banks
and savings associations also contributed to industry
consolidation over the past two decades. Between
1984 and 1994, nearly 1,300 commercial banks and
more than 1,100 savings associations failed—Ilevels
of failure not seen since the Great Depression. Many
of these failed banks and savings institutions were
acquired by healthy organizations or were reopened
by investors entering the banking business. In some
cases, offices of failed banks and savings institutions
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were closed and the deposits transferred to a healthy
organization. Overall, we expect failures to lead to a
reduction in the number of banking offices.

Even though many commercial banks and savings
associations failed during this period, a large number
of new institutions were established. Between 1984
and 1994, nearly 2,100 new commercial banks were
chartered, resulting in at least that number of new
banking offices.!?

Commercial banks and savings associations have
also faced increased competitive pressures from both
nonbanking financial institutions and from banking
institutions that previously faced legal barriers to
entering local banking markets. The implications of
increased competition for branching are uncertain.
On the one hand, increased competitive pressures
may force banking organizations to cut costs by
streamlining their branch structures. On the other
hand, the convenience and services offered by an
extensive office network may help solidify customer
relationships and differentiate a bank from 1ts com-
petitors, particularly from nonbanking institutions;
thus banking organizations may have an incentive to
maintain or even expand office networks.

CHANGES IN THE DISTRIBUTION
OF BANKING OFFICES

Using the new database, we examine the relationship
between the broad trends in bank office patterns
between 1975 and 1995 and changes in the economic
and regulatory environments. In evaluating these rela-
tionships, we recognize that changes in the economic
and regulatory environment evolved simultaneously
and that their direct effects on branching decisions
may have been complementary or conflicting. In this
analysis, with the exception of population growth, we
do not explicitly control for the interactions among
these factors. When appropriate, we separate out the
effects of population growth by focusing on trends in
the number of banking offices per capita.?0

Finally, for some of the discussion that follows,
banking offices are grouped according to features of
the economic or regulatory environment, and then
changes in the shares of banking offices across these
groupings are reported. Despite observations that the

19. See Federal Deposit Insurance Corporation, Statistics on Bank-
ing: A Statistical History of the United States Banking Industry,
Historical 1934-1994 (Washington: FDIC, 1995).

20. The population-adjusted results presented here show the num-
ber of banking offices per 10,000 persons. In the exposition, some
population-adjusted results are alternately characterized as “offices
per capita.”

share of total banking offices has declined for some
categories between 1975 and 1995, the absolute num-
ber of banking offices has generally increased in all
categories.

Population Changes and Bank Office Patterns

The growth of and movements in population may
help explain some of the broad patterns that we have
identified, because population growth and growth in
the number of banking offices are positively related.
Overall, those areas with low population growth rates
between 1975 and 1995 saw their share of all banking
offices decline about 4 percentage points (table 3). In
comparison, areas with high population growth saw
their share of all banking offices increase about 4 per-
centage points.

Grouping offices by location—central city or sub-
urban parts of metropolitan areas or rural parts of
states—also reveals a strong relation between popula-
tion growth and the number of offices. Between 1975
and 1995, both population share and the share of all
banking offices increased in suburban areas about
3 percentage points. In contrast, central city and rural
areas experienced a decline both in their share of
population and in their share of all banking offices.
Thus, the data suggest that population shifts into
suburban areas were a strong catalyst for office
expansion.

Looking within central city, suburban, and rural
areas, there is a consistent relationship between rates
of population growth and changes in office shares.
Areas with high population growth experienced the
largest growth in offices. Population growth, how-
ever, does not appear to fully explain patterns of
office growth. For example, high-growth suburban
areas experienced a substantially larger increase in
office share than either central city or rural high-
growth areas.

In terms of the divergent trends discussed earlier,
the general pattern of high growth in the number of
offices from 1975 to 1985 followed by a contraction
from 1985 to 1995 appears in every geographic cate-
gory (not shown in table). Even in suburban areas,
whose overall share of banking offices increased, the
number of offices declined between 1985 and 1995.

Effects of Easing Intrastate Branching
Restrictions

To examine the effect of changes in intrastate branch-
ing restrictions on changes in the number of banking
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offices, states were grouped by the degree to which
branching was initially restricted and subsequently
liberalized between 1975 and 1992. Year-end 1992
was selected as the end date for categorizing changes
in the laws that might have influenced changes in
office patterns through 1995 because banks’ response
to changes in branching restrictions takes some time.
(See the box “Categorization of States by Changes in
Intrastate Branching Laws.”)

As expected, the lifting of intrastate branching
restrictions appears to be related to an increase in the
number of banking offices. States beginning the
period with severe restrictions that were subsequently
eased or eliminated increased their share of all U.S.
banking offices between 1975 and 1995 (table 4).
Most notably, states that went from having severe
restrictions to full statewide branching by 1992
increased their share of all banking offices from
16.1 percent in 1975 to 19.8 percent in 1995—a
59 percent increase in the number of offices.

Separating the effect of population growth on the
number of banking offices in a state from the effect
of changes in bank branching laws involves focusing
on the population-adjusted number of offices. Over-
all, between 1975 and 1995, the number of banking
offices per 10,000 U.S. residents increased about
10 percent, from 3.06 to 3.38. The largest increases
occurred in states that either eliminated or substan-
tially relaxed severe branching restrictions, while the
number decreased between 1975 and 1995 in states
that already had full statewide branching as of 1975.
Thus, on the surface, deregulation appears to be
associated with an increase in the number of branches
per capita.

However, deregulation of intrastate bank branching
does not appear to provide an explanation for the
differences in trends during the two ten-year periods.
The general trend of a rapid expansion followed by a
contraction holds for all states, regardless of how
branching restrictions changed. The contraction was
most severe in states that had statewide branching
throughout and least severe in states that began with
severe restrictions and later relaxed them.

Bunking indusiry Consolidution
wid Bank Office Patterns

In this section we examine the relationship between
changes in industry consolidation since 1975 and
changes in the number and location of banking
offices. The analysis begins with the calculation—for
the five-year periods starting with the years 1975,
1980, 1985, and 1990—of the percentage of offices in
three categories: those acquired by another institu-
tion; those acquired by another institution with an
office in the same ZIP code; and those belonging to
an institution that failed or that merged into a firm
that then failed. In computing the first two measures
we excluded all offices belonging to an institution
that failed (or merged into a firm that failed) dur-
ing the five-year period. Thus these measures per-
tain only to mergers among nonfailing firms. Also
excluded are consolidations of institutions that were
already part of the same holding company.2!

21. This definition of merger also excludes consolidations among
bank holding companies in which the banks were not merged.

4. Distribution of banking offices by stringency of intrastate branching laws and changes in the laws, 1975-95!

Banking offices Banking offices per 10,000 residents
Branching lews and changes, 1975-92 (Percent except = noted) : (Number)
1975 l 1980 1985 ‘ 1990 [ 1995 1975 1 1980 T 1985 ’7 1960 l 1995

Mo charge
Full statewide bramching throughout ....... 26.4 259 26.3 26.3 25.0 3.03 3.47 35 3.15 2.66
Severe restrictions throughaut ............. 2.1 20 1.8 16 1.7 4.76 5.71 578 512 497
Change
Severe restrictions to full statewide

branching ..............cooii 16.1 17.3 19.5 194 19.8 241 301 341 317 2.86
Severe 10 relaxed restrtOns .. ........... Il i2.0 11.6 10.8 12.0 2.4 326 33s 105 3.08
Moderate: resifictions to full sbievride

branching or relaxed restrictions ...... 44,3 428 40.8 41.9 41.4 2.84 141 345 345 3.3
Total .......oooiiiiiii e 100 100 100 100 100
MEMO:
MNomber of offices ........vocveeiiniiiiis 53911 74,471 81,161 80,026 76,056 L L. L L
National average ...........veoooviiiiii s . R . . s 3.5 3 3.58 3.38

1. States are grouped by stringency of the intrastate geographic restrictions
they placed on branching over the 1975-92 period. See box “Categorization of
States by Changes in Intrastate Branching Laws.”

Source. Federal Deposit Insurance Corporation, Summary of Deposits;
Office of Thrift Supervision, Branch Office Survey System; and Census of
Population and Housing, 1970, 1980, and 1990,
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Consolidation Patterns

Over 1975-95, commercial banks and savings asso-
ciations had very different experiences with mergers,
acquisitions, and failures. The percentage of commer-
cial bank offices that were acquired by another insti-
tution increased from 2 percent in 1975-80 to 6 per-
cent in 1980-85 and then remained fairly stable over
the subsequent periods (table 5). Most of these offices
were not acquired by an institution already operating
an office in the same ZIP code area, but the propor-
tion of offices involved in such transfers has increased
over time. The proportion of commercial bank offices
involved in failures was initially less than 1 percent,
but it increased some over 1975-85 and then
remained constant.??

Much larger percentages of savings association
offices than of commercial bank offices were
acquired by another institution, and after 1985,
extraordinarily large percentages failed. For instance,
during the five-year period beginning in 1990,
nearly 15 percent of savings association offices were
acquired by another institution (compared with 6 per-
cent for commercial bank offices), and 26 percent
were involved in a failure (compared with 3 percent
for commercial bank offices). The proportion of sav-
ings association offices involved in failures was quite
low during the late 1970s and early 1980s, as was the
case for commercial banks.

Effects of Consolidation on Bank Office Patterns

To determine whether consolidation has been asso-
ciated with a reduction in offices, we identify those
ZIP code areas likely to have experienced
consolidation—areas with high rates of merger activ-
ity. We also examine trends in the number of offices
in areas where there were mergers between institu-
tions operating offices in the same ZIP code. We
expect that these areas are most likely to show the
effects of consolidation.

The rate of merger and acquisition activity and the
numbers of failures within ZIP code areas were cal-
culated for the two major periods: 1975-85 and
1985-95. We restricted our analysis to mergers that
did not involve failed institutions because mergers
involving failed institutions were often motivated by
special circumstances. The effects of failures were
examined separately.

22. The high failure rate for the 1990-95 period is the consequence
of very high numbers of failures in the early portion of this period.
Few institutions failed between 1993 and 1995.

S. Banking offices that were merged into another
institution or were involved in a failure,
in five-year periods, 1975-94

Percent

Initial year
Type of institution and disposition of five-year period
of office over next five years
1975 [ 1980 ! 1985 | 1990

Commercial banks
Acquired by another institution! .......... 23 6.2 5.2 5.8
Acquired by firm with office

in same ZIP code' ................... 2 12 1.5 2.0
Failed or merged into a firm that failed ...} .2 .8 29 29
Savings associations
Acquired by another institution' .......... 71 225 78 146
Acquired by firm with office

insame ZIP code! ................... 4 2.7 8 38
Fuiled or merged into a firm that failed ....} .0 1.8 215 260
All institwtions
Acquired by another institwtion! .......... 36 112 6.0 8.4
Acquired by firm with office

in same ZIP code! ................... 2 1.6 1.3 25
Failed or merged into a firm that failed ....} .2 1.1 8.6 9.8

1. Excludes offices belonging to an iostitution that failed during the succeed-
ing five-year period and offices acquired by an institution that is part of the same
holding company.

Sourck. Federal Reserve Board, National Information Center database; Fed-
eral Deposit Insurance Corporation, Summary of Deposits; and Office of Thrift
Supervision, Goings and Gainings and Branch Office Survey System.

The rate of merger activity is represented by the
percentage of banking offices in a ZIP code area that
were involved in mergers and acquisitions. Those
ZIP code areas in which more (or fewer) than 10 per-
cent of all banking offices were acquired by another
institution during 1975-85 or 1985-95 were classi-
fied as having a ‘“high” (“low”) rate of merger
activity for the period. Analogous classifications were
based on the proportion of offices acquired by another
institution with an office in the same ZIP code area.
For failures, any area that included at least one office
of a bank that failed in a period was classified as
“high” for that period; areas with no failures were
classified as “low” for that period.

For virtually all merger and failure classifications,
the number of banking offices per 10,000 residents
increased between 1975 and 1985 and then declined,
a finding consistent with the broad trends observed
previously (table 6). However, a closer look reveals
important differences between commercial banks and
savings associations.

For commercial banks, merger, acquisition, and
failure activity appears to be generally unrelated to
branching patterns. Numbers of offices per capita are
nearly the same across merger and failure categories
in any given year. Further, in nearly every merger and
failure category, the number of offices increases con-
tinually over time, and the number of offices per
capita increases from 1975 to 1985 and then declines.
The only exception to this is that the number of
offices per capita in any year is higher in ZIP code
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areas with high proportions of offices acquired by
another institution operating an office in the same ZIP
code area in both periods.

For savings associations, unlike commercial banks,
the number of offices per capita appears to be related
to the level of merger and failure activity within ZIP
code areas. For example, in 1975 the number of
offices per capita in ZIP code areas with high levels
of merger activity in both 1975-85 and 1985-95 was
more than four times that in areas with low merger
activity during both decades. Moreover, particularly
after 1985, changes in both the number of offices and

the per capita number of offices appear to differ
across ZIP code areas with different rates of mergers
and failures. For example, areas with low merger
activity show no change in the number of offices per
capita from 1985 to 1995; in contrast, those with
persistently high merger activity or with persistently
high levels of failure show sharp declines from 1985
to 1995.

When commercial banks and savings associations
are combined, some relationship is apparent between
merger and failure activity and both the per capita
number of banking offices and changes in the per

6. Distribution of banking offices in ZIP code areas by rates of merger and acquisition or failure, 1975-95

Banking offices per 10,000 residents

1975 ‘ I9SOJ 1985 FIQQO I 1995

1975 | 1980 ] 1985 l 1990 l 1995

Number
Rates of merger and acquisition or failure, Banking offices
by type of institution, 1975-951
Commercial banks
Merger and acquisition rate?
Low 1975-85, Low 1985-95 ........... 11,245 13,120 13,963
High 197585, Low 1985-95 .........._ 3,397 3,893 3,994
Low 1975-85, High 1985-95 ........... 4,002 4.808 5214
High 1975-85, High 1985~95 .......... 297 3452 3,652
With institutions in same ZIP code?
Low 1975-85, Low 1985-95 ........... 18,658 21.787 23,137
High 1975-85, Low 1985-95 ........... 702 766 754
Low 1975-85, High 198595 ........... 1,929 2,341 2514
High 1975-85, High 1985-95 .......... 326 379 418
Failure rate
High 1975-85, Low 1985-95 ........... 568 652 645
Low 1975-85, High 1985-95 ... Lol 19,307 23377 26,226
High 1975-85, High 1985-95 .......... 1.992 2207 2,326
Savings associations
Merger and acquisition rate?
Low 1975-85, Low 1985-95 ........... 1,245 2,120 2,186
High 1975-85, Low 1985-95 ........... L1 1,376 1.299
Low 1975-85, High 1985-95 ........... 1,074 1,697 1,893
High 1975-85, High 1985-95 .......... 1,380 1,790 1,821
With institutions in same ZJP code?
Low 1975-85, Low 1985-95 ........... 3.672 5.446 5,603
High 1975-85, Low 1985-95 ........... 225 280 265
Low 1975-85, High 1985-95 ........... 758 1,070 1,148
High 1975-85, High 1985-95 .......... 155 187 183
Failure rate
High 1975-85. Low 1985-95 ........... 149 221 214
Low 1975-85, High 1985-95 ........... 9,426 14,307 16,339
High 197585, High 1985-95 .......... 1.044 1.451 1,389
All
Merger and acquisition rate?
Low 1975-85, Low 1985-93 ........... 12.490 15,240 16,149
High 1975-85, Low 198595 ........... 4,508 5.269 5.293
Low 1975-85, High 1985-85 ........... 5,076 6.505 7.107
High 1975-85, High 1985-95 .......... 4,351 5242 5473
With institutions in same ZIP code?
Low 1975-85, Low 1985-95 ........... 22,330 27,233 28,740
High 1975-85, Low 1985-95 ........... 927 1,046 1,019
Low 1975-85, High 1985-95 ...........] 2,687 1all 3,662
High 1975-85, RHigh 1985-95 .......... 481 566 601
Failure rate
High 1975-85, Low 1985-95 ........... 17 873 859
Low 1975-85, High 1985-95 ........... 28,733 37.684 42,565
High 1975-85, High 1985-95 .......... 3,036 3.658 ins

14.120 14,951 2.00 2.21 225 2.16 2.15
3,884 4.013 2.23 2.49 2.52 2.38 2.37
5.209 5.769 2.07 234 242 228 2.3
3,787 4,168 2.14 2.39 245 2.42 2.54

23,342 25,056 203 2.26 2.30 2.20 2.23

744 773 2.40 2.64 2.63 2.61 269
2,493 2,637 217 2.51 2.60 243 2.46
421 415 3.0t 341 3.73 3.62 347
605 658 2.36 2.59 2.52 2.32 2.44

26,354 28,251 1.99 229 243 232 2.37
2,170 2,085 2.80 3.05 312 2.84 2.67
2,625 2,423 22 .36 .35 40 35
1,367 1,219 73 .88 82 .84 72
1,907 1,438 55 .83 .88 .83 59
1,782 1.239 9 1.24 1.22 1.14 5
6,116 5179 40 .56 .56 .58 46

274 216 17 .96 .93 .96 5
1111 801 .85 1.15 1.19 1.08 74
180 123 1.43 1.68 1.63 1.55 1.03
213 151 .62 .88 .84 82 56

14,763 8.869 97 1.40 1.51 1.30 .74
1,240 822 1.47 2.01 1.86 1.62 1.05

16,745 17,374 2.22 2.57 2.60 2.56 2.50
5251 5232 2.96 3.38 34 32 3.09
7.116 7,207 2.62 317 3.30 3.12 2.96
5,569 5407 3.14 3.63 3.67 3.56 3.29

29.458 30,235 2.43 2.82 2.85 2.78 2.69
1,018 989 316 3.60 3.56 3.58 344
3,604 3458 3.02 3.66 3.8 3.51 3.20

601 538 4.44 509 536 5.17 4.50
818 809 2,98 347 3.3 3.14 3.00

41,117 37,120 2.96 3.69 3.94 3.63 311

3410 2,907 4.26 5.06 4.98 4.46 372

1. ZIP codes where more (or fewer) than 10 percent of all banking offices
were acquired by another institution during the 1975-85 or 1985-95 periods
were classified as having a “‘high™ (“low’’) merger rate for the subperiod. A
similar classification was made based on the proportion of offices acquired by
another institution with an office in the same ZIP code. ZIP codes containing
one or more offices of an institution that failed during the 1975-85 or 1985-95
periods were classified as “high” for the subperiod. ZIP codes containing no
offices of a failed institution were classified as “low.”

2. Excludes ZIP codes where offices of institutions that failed during the
1975-95 period were located.

Source. Federal Reserve Board, National Information Center database;
Federal Deposit Insurance Corporation, Summary of Deposits; Office of Thrift
Supervision, Goings and Gainings and Branch Office Survey System; and
Census of Population and Housing, 1970, 1980, and 1990.
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capita number over time. In particular, a higher level
of merger activity in either the 1975-85 period or
the 1985-95 period or in both or an incidence of
failure tends to be associated with a larger decline in
the number of offices per capita between 1985 and
1995. This evidence, coupled with the disproportion-
ate occurrence of mergers, acquisitions, and failures
in ZIP code areas that had higher numbers of banking
offices per capita, provides support for the hypothesis
that the reduction in banking offices was a response
to excess capacity in banking. Thus, the contraction
over 1985-95 in the number of offices per capita may
have been a response to inefficiencies that arose
during the earlier period, which was one of signifi-
cant expansion. However, this evidence is also con-
sistent with the notion that the level of service has
been reduced as a result of reduced competition.
A definitive conclusion regarding the competitive
effects of mergers, acquisitions, and failures cannot
be reached, though, without a detailed, market-level
analysis.

Because little relationship was observed between
merger, acquisition, and failure activity and patterns
of commercial bank branching, the net effect of these
factors on savings association patterns drives the
pattern for all institutions. This finding does not
necessarily mean, however, that commercial bank
branching has been unaffected by mergers, acquisi-
tions, or failures. For instance, even though many
commercial banks failed during this period, many
others purchased savings association offices, and
these purchases may have offset what would other-
wise have been an overall decline in the number of
commercial bank offices due to failures.

CHANGES IN THE DISTRIBUTION
OF BANKING OFFICES
BY NEIGHBORHOOD CHARACTERISTICS

Banking regulation, particularly the CRA, encour-
ages commercial banks and savings associations to
make their products and services available through-
out all segments of their community. Concerns have
been raised that, despite the CRA, a disproportionate
number of banking offices have been closed in lower-
income neighborhoods in recent years. To date, how-
ever, no systematic analysis has examined the distri-
bution of banking offices across neighborhoods
stratified by their urbanization and income character-
istics and the way this distribution has changed over
time.

To analyze changes in the distribution of banking
offices across neighborhoods (defined by ZIP code

boundaries) with differing characteristics, neighbor-
hoods are first classified by their relative median
household income (see box, “Categorization of
Neighborhoods by Relative Household Median
Income™). The analysis excludes areas that are
heavily commercial or that have too few residents
to permit classification by income; these areas are
referred to here as business districts (see appen-
dix A for details).

The analysis is subject to several limitations. First,
although we use the number of offices in a ZIP code
area as a proxy for the availability of banking ser-
vices in a neighborhood, people often have con-
venient access to banking offices outside their imme-
diate neighborhoods, such as those near places of
employment. Second, although we attempted to sepa-
rate out business districts, some of the remaining ZIP
code areas may still be heavily commercial, and, as a
result, may have a relatively large number of banking
offices. Finally, this study cannot quantify the level of
services offered at a branch or how it may have
changed over time.

Changes by Neighborhood Income

In 1995, the majority of banking offices were located
in middle-income neighborhoods, with relatively few
in low-income neighborhoods. Low-income neigh-
borhoods were the only areas in which the number of
banking offices declined (by 21 percent) between

Categorization of Neighborhoods by Relative
Household Median Income

To assess the potential relationship between CRA and
bank office patterns, it is useful to group ZIP code areas
according to their relative income levels. Doing so con-
forms to the classification standards in the current CRA
regulation.! ZIP codes are grouped according to the me-
dian household income in the ZIP code as a percentage of
the median household income in its metropolitan statisti-
cal area (MSA) or in the nonmetropolitan portion of the
state if the ZIP code is not located in an MSA. Categories
are shown in the table below.

1. Note, however, that the CRA regulation defines a neighborhood as a
census tract or block numbering area.

Percentage of area | Number of ZIP codes
fncome category median in category in 1995
Low ... Less than 50 523
Moderate ............, 50-80 3,940
Middle ............... 80-120 12,386
High ................. More than 120 4.080
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7. Distribution of comimercial bank and savings association offices grouped by relative income of ZIP code area, 1975-95

Number

Banking offices

Banking offices per 10,000 residents

Characteristic of ZIP code area’ I

—
1975 | 1980 L 1985 |

i

Commercial banks
Income (percent)
Morethan 120 ..............covvennnn, 6.389 8,163 9,485

80 10 120 27,957 30,349
50 10 80 . 9.451 9917
50 or less 1.699 1,687

Savings associations
Income (percent)
More than 120 ....................ooee, 2.862 4.690 5319

80 10 120 833 12633 13934

501080 .... 2,980 4,044 4,329

S0 0r1ESS vty £77 689 643
All

Income (percent)

More than 120 9,251 12,853 14,804

8010120 ........... | 31,778 40590 44283
5010 80 .... 11238 13495 14246
BOOT 1SS oo 2.164 2,388 2330

1990 l 1995 1975 ] 1980T 1983 l 1990 Tl995

10.609 11,973 219 2.37 2.51 257 2.60
30,362 am 2.62 279 295 2.88 295
9,333 9,504 153 217 2.93 2.87 2.89
1473 1404 282 3.07 318 2.92 2.9
5322 3,671 .60 .50 94 87 58
13,397 9.195 Al .77 82 75 ST
3837 2,509 .30 74 -80 .69 46
536 315 .80 97 .96 .83 49
15931 15,646 2.79 327 3.43 344 3.18
43,759 41,997 113 3.56 376 3183 3.46
13,170 12,013 3.03 3.51] in 356 336
2.009 1,719 362 4.04 4.14 375 139

NoTL. In this and the tables that follow, ZIP code characteristics are based on
the 1995 estimates.

I. Income is the median 1995 household income of ZIP code residents as a
percentage of median 1995 household income of metropolitan statistical area
(MSA) for ZIP codes in metropolitan areas or as a percentage of median 1995
household income of nonmetropolitan areas for ZIP codes outside MSAs.

1975 and 1995. Despite a net increase in the overall
number of offices over the entire twenty-year period,
the number declined between 1985 and 1995 in all
neighborhoods except those in the high-income
category. In low- and moderate-income areas taken
together the reduction in the number of banking
offices was relatively large—mnearly two-thirds of the
total decline in offices (excluding offices in business
districts) occurred in these areas, which had only
about one-fifth of all banking offices in 1985.

Excludes business district ZIP codes, those with only a small number of
residents, and those for which income data are not available.

Sotrcr. Federal Reserve Board, National Information Center database;
Federal Deposit Insurance Corporation, Summary of Deposits: Office of Thrift
Supervision, Branch Office Survey System: and Census of Population and
Housing, 1970, 1980, and 1990.

However, to better understand the relationship
between changes in the number of banking offices
and neighborhood income, population changes must
be considered. For example, in addition to losing
offices, low-income areas also experienced signifi-
cant reductions in population; as a consequence, the
number of offices per capita declined only 6.4 per-
cent. Indeed, from 1975 to 1995, the number of
banking offices per capita converged across all
income categories of neighborhoods. In 1975, low-

8. Distribution of banking offices grouped by relative income of ZIP code area and degree of urbanization, 1975-95

Number

Banking offices

Banking offices per 10.000 residents

Characteristic of ZIP code area!

1975 L 1980 ‘ 1985 || 1990 1995 1975 ] 1980 I 1985 l 1990 [ 1995
L
Area inconte (percent)
More than 120
Central city 2,168 3.284 3,961 4,229 4.198 1.43 2.07 2.35 235 222
Suburban .. 5.323 7,350 8,362 9.253 8.967 3.02 3.55 3.70 3.80 342
Rural ..o 1,759 2,219 2,481 2,449 2481 3.43 3.70 3.87 3.7 3.52
80 to 120
Central city 9,112 12,324 13,429 13,330 12.482 1.79 2.33 2.44 2.33 2.12
Suburban .. 12,052 15.285 16,867 17,287 16,387 3.04 3,45 3.62 3.46 3.19
Rural ... 10.614 12,981 13,987 13,142 13.128 373 4,13 4.40 426 4.18
50 to 80
Central city 5.748 6,805 023 6337 5.587 2.18 2.58 2.66 239 2.08
Suburban .. 3.042 3,714 4,028 3873 3479 297 144 3.63 341 a7y
Rural ... 2448 2976 3,195 ‘2,960 2,947 3.64 4.19 4.52 4.44 4.39
50 or less
Central city 2002 2,200 2137 1,630 1.537 1.96 4.46 4.55 100 3.46
Suburban .. 79 91 92 38 86 251 2.81 2B2 2.67 2.63
91 96 2.89 313 3.3 330 342

Rural ... | 83 97 101

I. See note 1 to table 7.

Sourct. Federal Deposit Insurance Corporation, Summary of Deposits;
Oftice of Thrift Supervision, Branch Office Survey System; and Census of
Population and Housing, 1970, 1980, and 1990.
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income neighborhoods had the largest number of
offices per capita; by 1995, there was relatively little
difference across income categories (table 7). A simi-
lar pattern of convergence holds for both commercial
banks and savings associations.

Changes by Neighborhood Income
and Degree of Urbanization

Bank office patterns in relation to neighborhood
income are different across central city, suburban,
and rural areas. For example, among central city ZIP
code areas, those with the lowest incomes have the
most banking offices per capita; among suburban ZIP
code areas, those with the highest incomes have the
most banking offices per capita (table 8). Further,
from 1975 to 1995 the number of banking offices
increased in all neighborhood income categories
within suburban and rural areas. In contrast, among
central city areas, only high- and middle-income
neighborhoods experienced an increase in the num-
ber of banking offices.

The convergence across neighborhood income
categories in the number of offices per capita over
1975-95 reflects increases in most neighborhood
income categories, a relatively large decline in low-
income central city areas, which in 1975 had had the
highest number of offices per capita, and a more
modest decline in moderate-income central city
neighborhoods. Several explanations for the declines
are possible. For example, low- and moderate-income
areas may have been disproportionately affected by

mergers, acquisitions, and failures. A second possi-
bility is that these areas include relatively high con-
centrations of businesses and that the high levels
of branching and the subsequent sharp decline were
concentrated in these business areas.

Branching Patterns in Low- and Moderate-Income
Areas

Another potential explanation for the decline in the
number of banking offices in low- and moderate-
income areas is that these areas became poorer over
time and that as a result banks found offices in these
areas less profitable. To examine this proposition,
low- and moderate-income ZIP code areas in 1995
were sorted according to their relative income in
1975, allowing us to identify those areas for which
relative income increased, decreased, or remained
constant.

The data do not show a consistent relationship
between changes in neighborhood income and
changes in the number of banking offices. Contrary
to expectations, areas with low relative incomes in
1975 that had become moderate-income areas by
1995 experienced a reduction both in the number of
offices, from 414 to 349, and in offices per capita,
from 4.34 to 4.06 (table 9). Further, although the
number of offices fell in areas that went from high-,
middle-, or moderate-income categories to the low-
income category in 1995, the number of offices per
capita increased. The strongest effect was observed
among ZIP code areas that had low incomes in both

9. Distribution of banking offices in low-income ZIF? code areas, by change in relative income and owner-occupancy rate,

1975-95
Number
Banking offices Banking offices per 10,000 residents
Characteristic of ZIP code area’
1975 ‘ 1980 1985 [ 1950 [ 1995 1975 | 1980 | 1985 l 1990 | 1995
Area income in 1995 (percent)
30 ter 80 percent
Change
More than 80 in 1975 5,981 7,344 7.822 7,174 6,654 .09 361 3.86 3.68 3.51
50 10 80 in 1975 ..... 4,843 5,727 5984 5591 5010 2,86 330 3.48 130 3.09
S0 orlessin 1975 ...t iver e, 414 424 440 405 349 4.34 472 491 481 4.06
50 perceny.ar less
Change .
Moge than 38 im 1975 ..o.oviiniainn 990 1,129 1,094 935 869 2,65 300 3.08 54 2.84
50 or less in 1675 ...... eerr ey 1,174 1,259 1,236 1054 850 52 5.80 585 54 434
Owner-occupancy (percent)
More than 33 all areas ................. 553 622 584 503 489 207 231 238 329 2.35
3orlessallareas .................... 1,611 1,766 1,746 1506 1,230 527 5.88 6.02 530 4.50
More than 33 central ity ............... 406 453 409 342 323 1.17 140 136 1:20 121
33 orlesscentral ity .........ceiine 1,596 1,747 1,728 [,488 1214 5.38 6.2 6.17 5.43 4.60

1. See note 1 to table 7.

Source. Federal Deposit Insurance Corporation, Summary of Deposits;
Office of Thrift Supervision, Branch Office Survey System; and Census of
Population and Housing, 1970, 1980, and 1990.
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1975 and 1995; the number of offices in these persis-
tently low-income areas declined about 28 percent
and by nearly one office per 10,000 residents.

Areas that were classified as low-income in both
1975 and 1995, however, still had the largest number
of banking offices per capita among all low-income
neighborhoods, which is consistent with the premise
that at least some of these neighborhoods contain a
relatively large number of businesses. To better iden-
tify ZIP code areas with relatively high concentra-
tions of businesses, low-income areas were sorted
according to the proportion of households in owner-
occupied units in 1995. This procedure was based on
an assumption that residential areas in close proxim-
ity to business districts are likely to have a relatively
low proportion of owner-occupied housing. ZIP code
areas were identified as having either more or less
than the median percentage of owner-occupied
housing units for all low-income ZIP code areas,
which is 33 percent.

When these areas are differentiated, two distinct
patterns emerge. As expected, low-income areas with
a low proportion of owner-occupied units had a much
larger number of banking offices per capita, and
low-income areas with a high proportion of owner-
occupied units had a low number. This finding is
consistent with the conjecture that some low-income
ZIP code areas include business districts, which have
more banking offices than more residential areas and
more banking offices per capita than middle- and
upper-income areas.

Moreover, while the number of offices per capita
has declined in low-income areas with low rates of
owner occupancy, it has increased slightly in low-
income areas with higher rates of owner occupancy.
Thus, nearly all of the general decline in the number
of banking offices in low-income areas reflects
declines in areas with low rates of owner occupancy.

The patterns related to owner occupancy are even
more pronounced when the analysis is restricted to
low-income areas in central cities. Within central
cities, low-income areas with a high proportion of
owner-occupied housing have a very low number of
banking offices per capita (about one office per
10,000 residents), and that number has remained
relatively constant over the twenty-year period.2?

23. Surveys find that residents of low-income areas use nonbank
providers of banking services relatively often. However, users of these
services rarely cite a lack of convenient bank offices as a reason for
using these nonbank institutions. See Arthur B. Kennickell, Martha
Starr-McCluer, and Annika E. Sunden, “Family Finances in the U.S.:
Recent Evidence from the Survey of Consumer Finances,” Federal
Reserve Bulletin, vol. 83 (January 1997), pp. 1-24; and John P.
Caskey, Lower Income Americans, Higher Cost Financial Services
(Madison, Wisconsin: Filene Research Institute, 1997).

However, in central city low-income areas with a low
proportion of owner-occupied housing, the number of
banking offices per capita is relatively large, and it
has declined in recent years.

The Effects of Mergers, Acquisitions, and Failures
on Banking Office Patterns in Low-Income Areas

A final conjecture we examine is whether the effects
of mergers, acquisitions, and failures differed in low-
and moderate-income areas from those in middle-
and upper-income areas. To investigate this proposi-
tion, ZIP code areas were sorted according to whether
they were low- or moderate-income and then further
segmented by merger, acquisition, and failure activity
during 1985-95, using the definitions discussed pre-
viously. The evidence from this analysis indicates
that mergers generally did not have a differential
effect on lower income areas (table 10). Among ZIP
code areas with high levels of merger activity, the
number of offices per capita and trends in the number
of offices per capita are similar across neighborhood
income classifications. However, if the mergers were
only among institutions in the same ZIP code area,
some differences are apparent. In this case, the num-
ber of offices per capita in low- and moderate-income
neighborhoods (those with income of less than
80 percent of the area median) was higher than in
other areas in 1975, but over the twenty-year period,
the numbers converged primarily because of a decline
in low- and moderate-income areas. Grouping ZIP
code areas by incidence of failure yields a similar
pattern.

CONCLUSIONS

Historically, most banking services have been deliv-
ered through banking offices. Recent changes in the
structure of the banking industry are believed to have
had an important influence on the number and loca-
tion of banking offices, with potential implications
for the availability and accessibility of banking prod-
ucts and services.

Between 1975 and 1995, the number of banking
institutions declined sharply, and the number of bank-
ing offices increased nearly 29 percent. However, this
twenty-year period embodies two different trends. In
the first decade, the overall number of banking offices
expanded significantly, even as the number of insti-
tutions declined slightly. In the second decade, the
number of institutions fell sharply while the number
of banking offices contracted modestly. In both
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10. Distribution of banking offices, by merger or failure rate and relative income of ZIP code area, 1975-95

Number
| . . . _ . .
ger and failure raté and Banking offices Banking offices: per 10.000 residents

N 1 .

income, by ZIP code area 1975 J IQSO—I 1985 [ 1990 | 95 | 1918 I 1980 l 1985 l 1990 [ 1995
High merger rate areas? ) .
Mare than 80 percent . S - 7.096 9,073 9,794 10.096 10,507 370 .29 450 430 2,10
80 percem or less ........ 1.891 2.187 2,240 2,078 1545 3.67 321 446 4.25 357
High merger rate in ZIB* ) .
More than 80 percent .......cv.ccamvunn...| 2,280 2.994 3,235 1,280 3072 A7l 430 4.68 438 3.96
80 percent or less .......eoiiiiien..s e 775 857 S8R 798 719 4,68 49 5.42 4.81 195
High failure rate areas®
More than 80 percent ...........ooooe..... 22,081 29,772 33.875 33,417 30,615 349 442 4.82 4.48 3.95
80 percentorless ....................... 7.830 9.408 10,075 9,065 7,749 3.96 4.71 5.08 4,53 389
All areas )
More than 80 peresnt .................. ... 41.029 53,443 59,087 59.690 57,643 105 3.49 3.69 358 339
80 percentorless ............ociiiiiiin. 13,402 15,883 16,576 15,179 13,732 3.10 3.57 378 3.58 336

1. See note 1 to table 7.

2. ZIP codes where more (or fewer) than 10 percent of all banking offices
were acquired by another institution during the 1985-95 period were classi-
fied as having a “high”™ (“low") merger rate. A similar classification was made
based on the proportion of offices acquired by another institution with an office
in the same ZIP code. For fajlure rates, ZIP codes containing one or more offices

decades the experiences of commercial banks and
savings associations differed markedly, particularly
from 1985 to 1995, when the number of savings
association offices plummeted while the number of
commercial bank offices increased somewhat.

These broad trends in the number and location of
banking offices have been associated with changes in
various factors, including population shifts, branch-
ing deregulation, and mergers, acquisitions, and
failures. Population growth and relaxation of legal
restrictions on branching are positively associated
with increased branching activity over the twenty
years. Areas that experienced the highest rates of
population growth increased their share of banking
offices, whereas those with the lowest growth experi-
enced a decline of similar magnitude. Also, the larg-
est increases in the number of offices per capita
occurred in states that either eliminated or substan-
tially eased legal restrictions on branching during the
period.

Mergers, acquisitions, and failures were associated
with the decline in the absolute number and per
capita number of banking offices between 1985 and
1995. Overall patterns appear to be primarily a result
of the net effect of mergers, acquisitions, and failures
of savings associations. Moreover, mergers, acquisi-
tions, and failures have taken place disproportion-
ately in ZIP code areas that had higher numbers
of banking offices per capita. On the whole, this
evidence is consistent with the view that consoli-
dation has been a response to excess capacity. Com-
petition may also play a role, but a more detailed
market-by-market analysis is required to draw firm
conclusions.

of an instituton that failed during the 1985-95 period were classified as “high;™
ZIP codes containing no offices of a failed institution were classified as “low.”

Source. Federal Reserve Board, National Information Center database;
Federal Deposit Insurance Corporation, Summary of Deposits; Office of Thrift
Supervision, Goings and Gainings and Branch Office Survey System; and
Census of Population and Housing, 1970, 1980, and 1990.

While this evidence provides plausible explana-
tions for the contractions observed in banking
between 1985 and 1995, none of it appears to explain
the steep increase in banking offices during 1975-85.
Perhaps the most significant factor during the
1975-85 period was the effect of nonprice competi-
tion among banking institutions. Legal restrictions on
the interest rates that institutions could pay on deposit
accounts, along with the high interest rates in the late
1970s and early 1980s, provided strong incentives
for institutions to compete on the basis of conve-
nience and service rather than price, which may have
induced the establishment of many new offices.

We also examined the relationship between neigh-
borhood income and the number and changes over
time in the number of banking offices. There has been
a steady convergence over the 1975-95 period in
the number of banking offices per capita across neigh-
borhood income categories, so that as of 1995, the
numbers for all income categories were roughly
equal. The convergence reflects initially large num-
bers of offices per capita in low-income areas relative
to other areas, declines in the number of offices per
capita in these same areas, and increases in the num-
ber per capita in other areas.

The data indicate that there are two types of low-
income areas, particularly in central cities. One type
includes a small proportion of owner-occupied units
and a relatively large number of banking offices per
capita, which suggests that these areas may have
relatively high concentrations of businesses. The sec-
ond type of low-income area has a high proportion of
owner-occupied housing and few banking offices per
capita, although this number has remained fairly
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steady over the twenty-year period. Nearly all the
overall decline in the number of banking offices in
low-income areas occurred in the first category.

On balance, there is little evidence to suggest that
mergers in general have more strongly affected the
number of banking offices in low- and moderate-
income areas than in other areas. However, mergers
involving institutions operating offices in the same
ZIP code area have been associated with a relatively
larger decline in the number of offices per 10,000
residents in low- and moderate-income areas, though
these areas also had higher levels of banking offices
than other areas at the beginning of the twenty-year
sample period.

Finally, the broad distributional patterns of bank
offices found in this analysis do not necessarily
describe the circumstances in any given neigh-
borhood or local market. Moreover, the effects of
changes in office locations must be interpreted in
light of local conditions. Indeed, the regulatory agen-
cies that enforce the nation’s antitrust laws and the
CRA consider much more information at a far greater
level of detail than is presented in this article.

APPENDIX: CONSTRUCTION OF THE DATABASE

The basic data on office location were compiled as
follows. Addresses of bank offices were extracted

from the annual Summary of Deposits filings
required of all U.S. commercial banks and Branch
Office Survey System filings required of all savings
associations for the years 1975, 1980, 1985, 1990,
and 1995. These addresses were reported as of
June 30 for each year except for savings and loan
associations that reported as of September 30 in 1975
and 1980. The office list includes all locations quali-
fying as separate institution offices under federal
guidelines but excludes some ‘““drive-ins” and most
standalone ATMs.?4 Reporting institutions include all
federally insured commercial banks, savings and loan
associations, cooperative banks, and mutual savings
banks, as defined by the Federal Reserve Board’s
National Information Center database. The office
totals reported in this article will differ slightly from
those reported elsewhere because of different agency
definitions of federally insured institutions and
because of some limited data cleaning required for
the analysis. Some offices were removed that were
double-reported to different agencies, and some
offices were added for a few institutions that did not
submit a Summary of Deposits or Branch Office
Survey System filing.

24. Supermarket offices are included under this definition if they
are staffed by bank personnel. While proliferating recently, these types
of offices were relatively rare before 1995.

A.l. Number and characteristics of ZIP code areas by relative income of ZIP code and degree of urbanization, 1995
Characteristic of ZIP code area' nglgdb:{:& p:;um o uf_-oﬁclgh“
Area income (percent)®
More than 120
Central city 28 17,256 4.52
Suburban . L1818 15593 453
Rural ..... 1,334 5581 186
o ]uz':l) 2,292 545
Central City .........cvavimarnitnisia 5,
ubu y ............................. 4,296 381
Rural .......ooooiiiiiiiiiiiiiraee 5,798 2.26
50 to 80 _
Central City .....ovecvecineenienann. 1,157 483
Suburban ......iiieaiiiiieee i 1,088 24
Rural ......ooiiiiiiinn e 1715 L2
50 or less L o
Central CitY ..\ . veieeimniiiiniein e aan 365 A2l
Suburban .u..iiiiiciiirieiniienes n 232
T e 121 by
Business district -
Central CitY «..ovoeeeeeneearannnanns 296 .7
Suburban ... 682 T
Rural .....ocoiviiiiiiiianieenas 2310 - B, =3
TOAl . .eomimiiieee e 24217 334 o R

1. ZIP code characteristics are based on the 1995 estimates.

2. Income is median 1995 household income of ZIP code residents as a
percentage of median 1995 household income of metropolitan statistical area
(MSA) for ZIP codes in metropolitan areas or as a percentage of median 1995
household income of nonmetropolitan areas for ZIP codes outside MSAs. Busi-

ness district ZIP codes include those with a small number of residents, those in
central business districts, or those for which income data are not available.

Sourck. Federal Deposit Insurance Corporation, Summary of Deposits;
Office of Thrift Supervision, Branch Office Survey System; and Census of
Population and Housing, 1970, 1980, and 1990.
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Banking offices were geographically classified
using the 1993 U.S. Postal Service five-digit ZIP code
corresponding to their address. In some cases where
ZIP code boundaries changed, the 1993 ZIP code
differed from the original one reported by the institu-
tion. In other instances institutions reported discontin-
ued, mailbox, or erroneous ZIP codes, which were
corrected. The decision to use 1993 ZIP codes was
made in order to define a geographic taxonomy that
was fixed over the entire sample period.

Data were aggregated to the ZIP code level for
several reasons. First, it is comparatively easy to
classify addresses by ZIP code with a high degree of
accuracy. Second, ZIP code areas are large enough
(an average of 20,000 residents apiece in urban areas)
to encompass both residential areas and the business
areas that serve them, which is not the case for
census tracts, for example. Although census tracts are
designed to be economically and demographically
homogenous, they are relatively small (between
4,000 and 5,000 people) in large metropolitan areas.
Many census tracts contain no bank offices yet are
near business districts that provide ready and easy
access to banking services. One disadvantage of
using ZIP codes is that they were set up for the
convenience of the Postal Service and their ground
transportation system, not for statistical analysis. ZIP

code boundaries do not necessarily correspond to
natural socioeconomic divisions and in many cases
cut across city or county lines.

Economic and demographic variables for ZIP
codes used in the analysis are based on projections
from the Decennial Census for 1980 and 1990. CACI
Inc. provided data for both censuses using 1993 ZIP
code definitions, which are consistent with the bank
office data. Additional information was obtained from
the Bureau of the Census for 1970. This information,
combined with annual Bureau of the Census county-
level income and population estimates, was used to
estimate economic and demographic information for
the ZIP codes for the non-census years (1975, 1985,
and 1995) used in the study.

Economic and demographic data were either not
available or deemed inappropriate for some nonresi-
dential ZIP codes. These included central business
districts in urban areas and some very small rural
areas. These ZIP codes were included in some of the
analysis, but were excluded from the analysis related
to economic and demographic characteristics. See
table A.1 for a brief description of the data sample,
including the breakdown of ZIP codes by location
and median household income. Average population
and the distribution of banking offices is reported for
each category. O
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Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report describes US. Treasury and
System foreign exchange operations for the period
from April through June 1997. It was presented by
Peter R. Fisher, Executive Vice President, Federal
Reserve Bank of New York, and Manager for Foreign
Operations, System Open Market Account. Grace
Sone was primarily responsible for preparation of the
report.

During the second quarter of 1997, the dollar depreci-
ated 7.3 percent against the Japanese yen but gained
4.2 percent against the German mark. On a trade-
weighted basis against other Group of Ten (G-10)
currencies, the dollar appreciated 1.0 percent.! The
contrast between the dollar’s performance against the
yen and its performance against the mark primarily
reflected broad-based yen strength and generalized
mark weakness. Early in the period, the dollar had
initially continued the upward trend against the yen
that it had established in the previous quarter. How-
ever, in the weeks after the April 27, Group of Seven
(G-7) meeting, the yen appreciated as the Japanese

1. The dollar’s movements on a trade-weighted basis against ten
major currencies are measured using an index developed by members
of the staff of the Board of Governors of the Federal Reserve System.

1. Spot exchanse rute of the dollar against tiie Japanese yen
and volalility implied by option prices, 1997:H1

authorities pointed to improvement in Japan’s near-
term economic prospects and suggested that exces-
sive yen depreciation might be addressed with
intervention. The U.S. monetary authorities did not
undertake any intervention operations in the foreign
exchange market during the quarter.

A SLIGHT RISE IN THE INTRADAY VOLATILITY
OF THE DOLIAR

Foreign exchange market volatility was slightly
higher during the quarter, with the average daily
trading range for the dollar widening to 1.0 percent
against both the mark and the yen, compared with
average daily ranges of 0.9 percent experienced in
the first quarter of 1997 and 0.7 percent in the second
quarter of 1996.

In the middle of the period, implied volatility on
dollar-mark and dollar—yen options moved higher as
the dollar—yen exchange rate fell 8.5 percent during
May but tapered off as the dollar-yen exchange
rate stabilized in June. Dollar—yen implied volatility
ended the second quarter only slightly higher than
its first-quarter close, while dollar—mark implied
volatility ended slightly lower. The dispersion of the

2. Spot exchange rate of the dollar against the German mark
and volatility implicd by option prices, [997:1H1
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NoTE. Data are daily.
Source. Federal Reserve Bank of New York; Reuters.

Note. Data are daily.
Sourck. Federal Reserve Bank of New York; Reuters.
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probability distribution of the future dollar-mark
exchange rate one-month hence implied by currency
options prices was little changed over the quarter but
became skewed toward a weaker dollar against the
yen, reflecting a higher cost of protection against a
sharp downward move in the dollar—yen exchange
rate.

3. Option-based probability distribution ol exchange rates,
ane month henee

Dollar—-Mark

June 26, 1997

— -— 10
April 3, 1997
— 5
Dollar-Yen
— June 26, 1997 April 3, 1997 — 15
10
5
!
-10 -5 0 5 10
Sourck. Federal Reserve Bank of New York.
4. Difterentials in ten-yeur bond yields., 1997:QQ2
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LS. —German wn-year differential
--—
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-— 440
190
— 420
o -
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——
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Apr. May June
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Note. Data are daily,
Source. Bloomberg L.P.

5. U.S.imcrest rates, 1997:Q2

Percent
U.S. 3x6 forward rate agreement
-— 6.00
Three-month Eurodollar
deposit yield
— 575
{ i B
Apr. May June
1997

NoTe. A 3x6 forward rate agreement (FRA) refers to the yield on a three-
month deposit with a value date three months hence and a maturity date six
months hence. Data are daily.

SOURCE. Reuters.

STRENGTHENING OF THE YEN AGAINST OTHER
MAJOR CURRENCIES

The dollar began the quarter by continuing its upward
movement against the yen, supported by expectations
for further monetary tightening in the United States
and steady monetary policy in Japan. On April 8, the
spread between ten-year U.S. and Japanese govern-
ment bond yields widened to an eight-year high of
463 basis points. Market participants focused on a
reference to ““persisting strength in demand” in the
press release after the March Federal Open Market
Committee (FOMC) meeting, which was viewed as
suggesting that the FOMC might apply more mone-
tary restraint than had been anticipated. Meanwhile,

6. Japancse interest rates, 1997:Q2

Percent

Japanese 3x6 forward rate agreement

~  Three-month Euroyen — 8
deposit yield

7

6

5

Apr. May June
1997

NOTE. A 3x6 forward rate agreement (FRA) refers to the yield on a three-
month deposit with a value date three months hence and a maturity date six
months hence. Data are daily.

SouRce. Reuters.
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7. Japanese current account balance, 1992-May 1997

Cunpulutive ol in biltivas of Jap yer

Monthly surptu In billion's of Fapasese ynit

NoTe. Data are monthly.

market analysts became concerned that Japan’s eco-
nomic recovery was neither broad-based nor self-
sustaining and that there was a potential for negative
effects from the April 1 consumption tax hike; there
were also concerns about strains in the Japanese
financial sector.

In this perceived dollar-supportive environment
there was no immediate reaction to the April 27, G-7
statement, which emphasized the importance of
avoiding exchange rate levels that could lead to the
reemergence of large external imbalances. On May 1,
the dollar rose to a fifty-six-month high of ¥127.50,
as the yen depreciated against most major currencies.
However, initial releases of economic data for April
appeared to suggest that the Japanese economy was
not as adversely affected by the consumption tax hike
as had been anticipated. Concurrently, Japanese offi-
cials began hinting at the possibility of intervention
to support the yen. In particular, a Ministry of Finance

8. Trude-weighted yen, 1997:Q2

1950 = 100

— — 135

— ~— 130

— — 120

Apr. May June
1997

Note. Data are daily.
Sourck. Bloomberg L.P. (Bank of England calculation).

SOURCE. Bloomberg L.P.

official noted that the yen might strengthen to ¥103
by year-end, a comment that was interpreted by mar-
ket analysts as a warning against further yen depre-
ciation. Also, U.S. officials indicated their agreement
with Japan’s concern about yen depreciation. In addi-
tion, Japanese officials commented that the Japanese
economic recovery was stronger than perceived by
market participants and that an interest rate hike
could occur sooner than expected. Against this back-
drop, the Nikkei began to rise, closing above the
20,000 level on May 6 for the first time in 1997;
yields on the benchmark ten-year Japanese govern-
ment bond increased; and the yen started to appreci-
ate against a broad range of currencies. Contributing
to the yen’s broad-based strength was the apparent
unwinding of yen-financed positions in emerging

9. Value of the yen against selected currencies, 1997:Q2

Apr. ' May R

Note. Foreign currency per Japanese yen, indexed to March 31 = 100. Data
are daily.
SOURCE. Reuters.
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market currencies, a move that was exacerbated by
reports of worsening current account deficits and
downwardly revised economic growth forecasts in
countries such as Thailand and the Czech Republic.

Later in the period, market attention again shifted
toward signs of a softer Japanese economy after
releases of data implied a two-tiered economic recov-
ery led by the export sector. However, the yen
remained firm amid heightened concerns over pos-
sible intervention to stem any renewed yen weakness.
These concerns were prompted by indications of a
widening Japanese trade surplus and comments from
U.S. officials suggesting that Japan should avoid an
export-led recovery. Meanwhile, market participants
started to scale back their expectations for U.S. mone-
tary tightening after the release of data on retail sales
and housing, both of which were viewed as indicat-
ing moderating consumer demand.

The U.S.—-Japan ten-year bond-yield spread nar-
rowed from its eight-year high of 463 basis points on
April 8, to end the period at 391 basis points. On a
trade-weighted basis, the yen appreciated 9.2 percent
during the second quarter. Against the Australian
dollar, Swiss franc, and British pound the yen appre-
ciated 12.5 percent, 9.0 percent, and 6.3 percent
respectively.

SUPPORT OF THE DOLLAR—MARK EXCHANGE
RATE BY BROAD GERMAN MARK WEAKNESS

Over the reporting period, the German mark was
pressured lower by growing market expectations of

10. German inlerest rates, 1997:Q2

NoTz. A 3x6 forward rate agreement (FRA) refers to the yield on a three-
month deposit with a value date three months hence and a maturity date six
months hence. Data are daily.

SOuRCE. Reuters.

broad participation in the European monetary union
(EMU). In addition, expectations of steady monetary
policy in Germany, supported by reports that German
unemployment remained at high levels, contributed
to the weakness of the mark. Although the yield
differential between U.S. and German ten-year
bonds narrowed 20 basis points, to end the quarter at
90 basis points, the dollar continued to move higher
against the German mark as market participants
focused on developments in Europe.

In May, the German mark firmed somewhat as
doubts about the likelihood of a timely start to the
EMU reemerged. This uncertainty reflected both the
prospects for a Socialist victory in the French elec-
tions and the criticism raised regarding the German
government’s proposal to revalue the Bundesbank’s
gold reserves. At this time, the dollar—mark exchange
rate moved from around DM 1.73 to near DM 1.68.
However, by mid-June, the dollar-mark exchange
rate moved back above DM 1.73, toward levels seen
in April, as earlier market doubts about a timely
launch to EMU dissipated. Reports that France and
Germany would have difficulty strictly meeting the
Maastricht reference value of 3 percent deficit-
to-gross domestic product, combined with assertions
from French and German officials of their commit-
ment to start the EMU on time, made it appear
increasingly likely that the EMU would start with a
broader set of countries. During the second quarter,
the mark depreciated more than 4.0 percent against
the U.S. dollar and Japanese yen, and more than
12.0 percent against the British pound. On a trade-
weighted basis, the German mark depreciated 2.4 per-
cent during the period.

11. Trade-weighted mark, 1997:Q2
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Not1e. Data are daily.
SouRCE. Bloomberg L.P. (Bank of England calculation).
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TREASURY AND FEDERAL RESERVE FOREIGN
EXCHANGE RESERVES

The U.S. monetary authorities did not undertake any
intervention operations this quarter. At the end of the
quarter, the current values of the German and Japa-
nese yen reserve holdings totaled $18.0 billion for the
Federal Reserve System and $15.1 billion for the
Exchange Stabilization Fund.

The U.S. monetary authorities invest all of their
foreign currency balances in a variety of instruments
that yield market-related rates of return and have a
high degree of liquidity and credit quality. A sig-
nificant portion of these balances is invested in

German and Japanese government securities held
either directly or under repurchase agreement. As of
June 30, outright holdings of government securities
by U.S. monetary authorities totaled $7.4 billion.
Japanese and German government securities held
under repurchase agreement are arranged either
through transactions executed directly in the market
or through agreements with official institutions. Gov-
ernment securities held under repurchase agreements
by the U.S. monetary authorities totaled $11.8 billion
at the end of the quarter. Foreign currency reserves
are also invested in deposits at the Bank for Interna-
tional Settlements and in facilities at other official
institutions.

1. Foreign exchange holdings of U.S. monetary authorities based on current exchange rates, 1997:Q2

Millions of dollars

Quarterly changes in balances by source
ltem Balance, c i Balance,
Mar. 31, 1997 | Net purchases Impact of Investment v:l"aeﬂ June 30, 1997
and sales! sales? income adj e c‘;‘sﬂ.
PEDERAL RESURVE
Deutsche MATKS .. .uyuesrsssnrs resersns i2,113.8. 0 0 §7.3 -529.5 11,6717
Japanese yen ., .- . ‘5761.5 0 0 45 456.1 52221
Interest recmivablest ... R Jo4 732
Oter-cash flow e TrvemtmentsS ...iv.s -1.6 29
Total ......ooovieiniisnmmsronen e nens| 17,9501 17,969.8
U8, TREASURY,
EXCHANGE STABILIZATION LD _
Deiutsche marks ......................... 6.131.3 i) 0 45.1 -268.0 5908.4
Japanese: yen B4454 0 0 6.8 667.2 9.119.4
Interest reveivables® ,vvyoioirmsirmnanans 40.0 40.4
Other cdsh flow from i!‘vesu.!"'!‘"zs‘ varrea. =28 10.4
Total ... 14,612.9 15,078.6

Noje. Figures may not sum to totals because of rounding.

1. Purchases and sales include foreign currency sales and purchases related to
official activity, swap drawings and repayments, and warehousing.

2. Calculated using marked-to-market exchange rates; represents the differ-
ence between the sale exchange rate and the most recent revaluation exchange
rate. Realized profits and losses on sales of foreign currencies computed as the
difference between the historic cost-of-acquisition exchange rate and the sale
exchange rate are shown in table 2.

3. Foreign currency balances are marked to market monthly at month-end
exchange rates.

4. Interest receivables for the ESF are revalued at month-end exchange rates.
Interest receivables for the Federal Reserve System are carried at average cost
of acquisition and are not marked to market until interest is paid.

5. Cash flow differences from payment and collection of funds between
quarters.
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Net profits or losses (—) on U.S. Treasury 3. Currency armungements. June 30, 1997
and Federal Reserve foreign exchange operations Millions of dollars
based on historical cost-of-acquisition exchange rates,

(1 PO Amount of Qutstanding,
1997:Q2 Lostitnion facitity June 30, 1957
Millions of dollars

Pederal Resarve
LS. Treasury Reciprocal Currency
Federi Exchange Arrangements
Fund Austrion National Bank ............. 250 0
National Bank of Belgium ..... 1,000
Bank of Canada .,.......,..... 2,000
Nutional Bank of Denmark ... 250
3.000
256.3 5.2 2.000
589.6 8717 Peursche Bundeshank ... .. 6,000
1,545.9 846.9 Bank of Italy ............oovviiinns 3,000
Bank of Japan .. . 5,000
‘ Bank of Mexico . 3,000
Netherunds Bank . , 500
Bank-of Norway ......... s 250
0 0 Bank of Sweden ................... 300
i} 0 Swiss National Bank ............... 4,000
.0 0 Bank for Indernarignal Setilements
Dollars againat Swiss francs ........ 600
Daollars aguinst other authorized
Buropean cwrrencies ........... 1,250
426.9 —192.8 Y 32,400 0
1.47.2 1,542.7
LS. Tesmsury
1,474.1 1349.9 Exchange Stabilization Fund
Currency Arrangements
Note. Figures may not sum to totals because of rounding.
Deutsche Bundesbank .............. 1.000 0
Bank of Mexito ...l 3.000 0
Total ......cooiiiiiiin L 0




732

Industrial Production and Capacity Utilization

for July 1997

Released for publication August 14

Industrial production increased 0.2 percent in July
after an increase of 0.3 percent in June. Growth was
slowed by a fall in the production of motor vehicles
and parts and by smaller declines in a number of
nondurable goods manufacturing industries. Large
increases occurred again in the production of com-
mercial aircraft, computers, and semiconductors.

Industrial production indexes
Twelve-month percent change

In addition, output at utilities surged 1.5 percent,
as production moved further toward seasonal
norms after unseasonably cool weather in May. At
119.8 percent of its 1992 average, industrial produc-
tion in July was 3.7 percent higher than it was in
July 1996. The rate of industrial capacity utilization
slipped to 83.1 percent; during the past twelve
months, the rate has ranged between 83.0 percent and
83.6 percent.

Twelve-month percent change
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Industrial production and capacity utilization, July 1997

Industrial production, index, 1992=100
Percentage change
Category 1997
19971 July 1996
to
Apr.* \ Mayr \ June* July® Apr.* \ May- \ Juner \ July? July 1997
Total ....................o. 119.3 119.3 119.6 119.8 4 0 3 2 3.7
Previous estimate ..................... 119.3 119.5 119.9 4 2 3
Major market groups
Products, total2 ...................... 1154 115.6 116.0 1159 2 .1 4 -1 32
Consumer goods ............ 112.1 112.] 112.5 112.3 0 .0 4 -2 1.4
Business equipment 135.5 135.9 136.8 137.6 9 3 7 .5 7.4
Construction supplies . 120.1 120.9 120.1 119.7 -1.4 6 =7 -3 1.8
Materials. . ........oooiiiiiiiiiiiin 125.5 1252 125.3 126.0 8 -3 1 6 4.6
Major industry groups
Manufacturing 1209 121.0 121.3 121.4 3 1 3 1 3.8
Durable ........ 132.3 1327 1334 133.8 5 3 5 3 54
Nondurable .... 108.7 108.5 108.5 108.3 .0 -2 0 -2 1.8
Mining ........... 106.0 107.9 107.6 107.2 -1.3 1.8 -3 -3 4.0
Utilities .........oooiiiiiiiii 113.6 110.8 111.3 113.0 33 2.4 5 1.5 33
Capacity utilization, percent Cl;/éiz[i(t)y,
per-
1996 1997 Chaage
Average, Low, High, Tul 1g9‘56
1967-96 1982 1988-89 \ Yo
July Apr.” May’ June™ July? July 1997
Total ... 82.1 71.1 85.3 83.2 83.6 833 83.3 83.1 38
Previous estimate ..................... 83.6 83.5 83.5
Manufacturing ...................... 81.2 69.0 85.7 824 82.6 824 823 82.1 42
Advanced processing 80.6 704 84.2 80.6 80.6 80.3 80.3 80.1 5.1
Primary processing .......... 82.3 66.2 88.9 86.7 87.1 87.2 86.8 86.5 23
Mining 87.5 80.3 86.8 90.7 92.9 94.4 94.0 93.6 .8
Utilities 87.2 75.9 92.6 87.6 89.6 87.3 87.6 88.8 1.8

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

MARKET GROUPS

After an increase of 0.4 percent in June, the overall
output of consumer goods slipped 0.2 percent in July;
the production of durable goods was unchanged, and
that of nondurable goods fell 0.3 percent. The lack of
growth in durable consumer goods resulted from a
drop of nearly 15 percent in the production of con-
sumer light trucks, a category that includes vans and
sport utility vehicles. In contrast, production gains
were widespread among other consumer durables,
including sizable increases in the production of appli-
ances, home computers, and audio and video equip-
ment. The fall in the production of nondurable con-
sumer goods resulted primarily from significant
declines in the output of clothing, chemical products,
paper products, and fuels. Residential electricity sales
rebounded further from their big drop in May.
Continuing its strong expansion, the output of busi-
ness equipment increased 0.5 percent, bringing the
index in July to a level 7.4 percent higher than that of

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

the previous July. The growth in business equipment
was led by solid gains in the output of business
vehicles other than light trucks, by further strong
increases in information processing equipment and in
commercial aircraft, and by sharp gains in farm and
service industry machinery. However, the output of
industrial equipment weakened again and has now
fallen almost 1.4 percent from its recent peak in
April. The output of defense and space equipment
fell 0.5 percent.

After a drop of 0.7 percent in June, the output of
construction supplies fell another 0.3 percent in July;
as a result, the July index for this market group is
more than 1.7 percent below its peak in March. The
production of materials, however, rose 0.6 percent,
led by a large increase in the output of energy materi-
als; coal mining and electricity generation provided
much of the boost. The output of durable goods
advanced 0.4 percent; gains in the production of
equipment parts, particularly semiconductors, more
than offset decreases in the production of parts for
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consumer durables, mainly for motor vehicles.
Pushed by increases in chemical and paper materials,
the output of nondurable goods materials increased
0.4 percent.

INDUSTRY GROUPS

Manufacturing output increased 0.1 percent in July
after a 0.3 percent increase in June; excluding motor
vehicles and parts, however, production rose 0.2 per-
cent for the third consecutive month. Continuing
the pattern of the past several months, the gains in
manufacturing output were concentrated in durable
goods. Gains were widespread, with only the lum-
ber, primary metals, and motor vehicles and parts
industries declining appreciably; increases were espe-
cially strong in computers and electrical machinery.
The output of nondurable goods declined. Only

two nondurables industries, tobacco and paper, saw
output gains, while apparel, printing and publish-
ing, petroleum products, and leather had sizable
declines.

Mining output decreased 0.3 percent, as a large
gain in coal mining was more than offset by substan-
tial drops in other mining industries, especially the
drilling of oil and gas wells.

The factory operating rate fell 0.2 percentage
point, to 82.1 percent—its lowest level since
October 1996. The utilization rate for advanced-
processing industries decreased 0.2 percentage point,
to 80.1 percent—a level just slightly higher than
the rate attained last October. The rate for primary-
processing industries decreased 0.3 percentage point,
to 86.5 percent—its lowest level since January 1997.
The operating rate at mines decreased 0.4 percent-
age point, to 93.6 percent, while the rate at utilities
increased 1.2 percentage point, to 88.8 percent. |
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Statements to the Congress

Statement by Laurence H. Meyer, Member, Board of
Governors of the Federal Reserve System, before the
Subcommittee on Financial Institutions and Regula-
tory Relief of the Committee on Banking, Housing,
and Urban Affairs, U.S. Senate, July 15, 1997

The Board of Governors appreciates the opportunity
to discuss our efforts to streamline the disclosure
requirements for home mortgage loans under the
Truth in Lending Act (TILA) and unify them with
those of the Real Estate Settlement Procedures Act
(RESPA).

Simplifying and streamlining the regulatory re-
quirements under these two statutes is something that
the Board and the Department of Housing and Urban
Development (HUD) have been working on jointly
for several years. The results of our efforts, which are
described in more detail later, generally have been
well received. These regulatory changes have been
relatively minor, however, because TILA and RESPA
serve quite different purposes and contain distinct
statutory disclosure requirements. Unquestionably,
each statute directly affects consumer mortgage loan
transactions, and the disclosure requirements are, in
fact, related. But given the statutory requirements,
there is little room for our agencies to simplify and
combine disclosures in any significant way by regula-
tion. The Board supports the congressional directive
to explore ways to change the two statutes to better
serve the homebuying public.

Our testimony discusses how TILA and Regula-
tion Z (Truth in Lending) regulate home mortgage
lending. It describes the agencies’ efforts to simplify
and streamline TILA and RESPA, including our joint
efforts over the years to harmonize the regulations
whenever possible. Finally, the testimony outlines
our plan to develop legislative recommendations.

The task facing the agencies has evolved over the
past year. In the legislation enacted last September,
the directive was to simplify and unify the disclo-
sures given to consumers under the two existing
statutes. That, in and of itself, can be viewed as a
narrow mandate.

As you heard from industry and consumer repre-
sentatives last week, however, there is a significant
and growing interest in more sweeping reform. If it is
possible for those parties, along with HUD and the

Board, to reach consensus on reform, we have before
us a unique opportunity to make significant changes
to the way in which consumers shop for and obtain
mortgage loans. These changes could improve the
usefulness of the information that consumers receive
and at the same time reduce regulatory burden for the
home mortgage industry. To the extent that beneficial
change is possible, we hope to facilitate it in any way
that we can.

THE TRUTH IN LENDING ACT

The purpose of TILA is to promote the informed use
of consumer credit, primarily through disclosure,
with some substantive provisions. RESPA is both
a disclosure law and one that indirectly regulates
prices. It requires disclosure about settlement costs
but also prohibits kickbacks and referral fees to pro-
tect consumers from unnecessarily high settlement
costs, as the HUD testimony will explain.

TILA requires standardized disclosures about
credit terms and costs. Creditors must disclose the
cost of credit as a dollar amount (the finance charge)
and as an annual percentage rate (the APR). Unifor-
mity in creditors’ disclosures is intended to assist
consumers in comparison shopping. TILA requires
additional disclosures for a loan secured by a con-
sumer’s home and permits consumers to rescind cer-
tain transactions that involve their principal dwelling.
The Board’s Regulation Z implements the act, and an
official staff commentary interprets the regulation.

The disclosure rules that creditors must follow
vary depending on the type of credit that is being
offered. For example, there are separate rules for
closed-end credit, such as automobile or home mort-
gage loans, and for open-end credit, such as credit
cards or home equity lines of credit. There are addi-
tional rules governing reverse mortgages and mort-
gages that have rates and fees above a certain amount.

These regulatory requirements generally are de-
rived from detailed disclosure provisions in TILA,
except for certain rules governing adjustable rate
mortgage loans. The statutory provisions dictate what
information must be disclosed, the format in which it
is disclosed, and when it is disclosed.
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REGULATORY STREAMLINING EFFORTS
TO DATE

The Board has always made a conscious effort to
ensure that TILA rules are compatible with RESPA.
For example, Regulation Z has long permitted credi-
tors to substitute both the RESPA good faith estimate
and settlement statement (commonly referred to as
the HUD-1) for the itemization of the “amount
financed” disclosure required under TILA. When
RESPA was amended in 1992 to cover subordinate
lien loans, the Board worked closely with HUD on
the regulations that implemented the changes. Thus,
in amending Regulation X (Borrowers of Securities
Credit) to cover those loans, HUD incorporated a
number of the definitions and concepts found in the
Board’s Regulation Z. The amendments to Regula-
tion X also permit Regulation Z’s disclosures for
home equity lines of credit to substitute for RESPA
disclosures.

Over the past five years, the agencies have contin-
ued to work together to streamline the rules to the
extent possible. One recent example was an amend-
ment to the Regulation Z commentary designed to
avoid conflict between RESPA’s escrow accounting
rules and TILA’s rules for calculating prepaid finance
charges, such as private mortgage insurance. We are
confident that the cooperative relationships that have
developed between the agencies will stand us in good
stead as we tackle the job of preparing legislative
recommendations.

Congressional efforts to simplify the disclosure
schemes have been discussed and debated for several
years now. In early 1995, there were legislative
proposals that would have transferred authority
for RESPA to the Board, a transfer that the Board
opposed as it would not have satisfied concerns
about the statute. These proposals also would have
directed the Board to simplify the disclosures
under TILA and RESPA. In light of this potential
responsibility, the Board undertook a review of
the regulatory and statutory requirements of both
TILA and RESPA to identify areas where it
might be possible to streamline the two regula-
tions. Because the proposed transfer of authority
for RESPA would not have been accompanied by
any statutory changes, however, the list of poten-
tial regulatory changes was short. The list included
things like changing the definition of a ‘‘business
purpose loan” in Regulation X to match that in
Regulation Z, developing a commentary to Regula-
tion X similar to Regulation Z’s, and adopting the
same record retention requirements in Regulation X
as are in Regulation Z.

During this process there were informal meetings
with industry and consumer group representatives,
and we also sought the views of the Board’s Con-
sumer Advisory Council. While representatives from
all of these groups, including the council, expressed
some dissatisfaction with the current statutes and
regulations, there were few concrete suggestions
about how to improve the situation without major
statutory changes. When the Congress subse-
quently directed the Board and HUD to streamline
the disclosures—first by making regulatory changes
if possible and second by making legislative
recommendations—we took the opportunity to for-
mally ask interested parties what they would like to
see by way of reform.

In December 1996, the Board and HUD published
a joint Advance Notice of Proposed Rulemaking in
the Federal Register (Attachment A).! In that notice,
the agencies requested specific recommendations on
how TILA and RESPA disclosures could be made
more consistent (including ways that the disclosures
could be combined, simplified, or improved), and
how the timing and format of the disclosures could
be made more compatible. The Board and HUD
received about eighty comment letters, primarily
from creditors and their representatives, as is typi-
cally the case for agency proposals.

The comments covered a wide range of issues.
Many commenters requested changes that required
legislative action, for example, changing the timing
of disclosures. A significant number of commenters
requested more sweeping reform, such as eliminating
the APR. In some instances, commenters recom-
mended consolidating the disclosures in ways that,
while not common in the industry, are permitted
under the existing rules. For example, a significant
number of commenters recommended the consolida-
tion of the “early” TILA and RESPA disclosures for
home purchase loans on a single form. The Board has
subsequently clarified, through its commentary to
Regulation Z, that there is no prohibition against
putting multiple disclosures on the same page or
form, provided the TILA disclosures are segregated
from other information.

THE NEED FOR LEGISLATIVE CHANGES

The timing rules and the different disclosure require-
ments in TILA and RESPA are major obstacles to
harmonizing the rules by regulation, beyond the

1. The attachments to this statement are available from Publica-
tions Services, Mail Stop 127, Board of Governors of the Federal
Reserve System, Washington, DC 20551.
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actions that the agencies have taken. After a review
of the public comments and upon further analysis, the
Board and HUD thus concluded earlier this year that
legislative changes are needed to accomplish con-
gressional purposes. The Board published a Federal
Register notice on April 2, stating our belief that
making minor regulatory amendments would not be
significant enough either to materially improve the
disclosures for consumers or to justify the cost of the
changes for the industry.

You asked the Board to comment on whether the
purposes of TILA and RESPA might be better
achieved by consolidation of the two statutes. At this
stage it is not entirely clear whether targeted amend-
ments to the existing statutes, or the creation of a new
statute, would best accomplish the needed changes.
These are among the issues that the Board and HUD
are currently considering and that we will address in
our recommendations to the Congress.

TIMETABLE FOR LEGISLATIVE
RECOMMENDATIONS

The Board and HUD have a number of efforts under
way to help us in developing our legislative recom-
mendations. The Board’s Federal Register notice of
April 2 reopened the comment period for an addi-
tional 90 days so that interested parties could submit
legislative proposals. That comment period ended on
June 30, and we have received more than 100 com-
ment letters. Perhaps because of coverage of the
reform issue in a nationally syndicated column, most
of the letters from this second round of comments are
from consumers. Although the Board is still in the
process of reviewing and analyzing the letters, we
can provide some general impressions about them.
Consumers’ primary concern is that they do not
receive disclosures about mortgage costs earlier in
the process. Under the existing rules, lenders are not
required to provide the TILA disclosure, or a good
faith estimate of the transaction costs, until at least
three days after the consumer applies for the loan;
and to apply, the consumer may have to pay a non-
refundable fee. Most consumers who commented
would prefer to receive disclosures that help them

comparison shop before they apply for a loan and pay
a fee. Second, consumers want the cost disclosures to
be as accurate as possible so that they are not con-
fronted with unexpected charges at the loan closing.
And third, commenters generally believed that the
disclosures could be less complex and therefore more
useful.

Creditors that commented continue to support more
fundamental reform, and a number of them reported
that they are working on legislative proposals. As
mentioned earlier, it now appears that this process for
change has moved beyond streamlining and unifying
disclosures to consideration of significant statutory
reform. Despite the closing of the comment period,
the Board would welcome these proposals whenever
their sponsors are ready to share them.

During the past two months, the Board and HUD
have held meetings with a number of consumer advo-
cacy and industry groups involved in the legislative
reform process. These meetings have been designed
to give interested parties an opportunity to share their
concerns about TILA and RESPA, and ideas about
reform, without having to be concerned that they are
being locked into any particular position.

In addition, the Board and HUD will hold a joint
public forum in which the groups involved in the
RESPA-TILA reform initiative, as well as members
of the public, can discuss the benefits of and prob-
lems associated with the current statutory schemes
and the principles that should guide any reform
effort. This one-day forum will be held at the Federal
Reserve Board on July 30.

After the forum, the Board and HUD will identify
potential areas for legislative recommendations.
These meetings will address issues raised in the com-
ment letters received, the information gathered from
the public forum and informal meetings, and other
background information. If needed, we may hold
additional meetings in September with the groups
involved in the reform process to discuss more spe-
cific proposals.

At the end of this process, likely some time in
October, we will work with HUD to begin drafting
the legislative recommendations. Our goal is to pro-
vide recommendations to the Congress by the end of
the year.
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Statement by Alan Greenspan, Chairman, Board of
Governors of the Federal Reserve System, before the
Subcommittee on Finance and Hazardous Materials
of the Committee on Commerce, US. House of Repre-
sentatives, July 17, 1997

I appreciate the opportunity to present the views of
the Board of Governors on the Financial Services
Competition Act of 1997. The Banking Committee is
to be commended for addressing the complex issues
associated with financial modernization. The commit-
tee has taken a major step forward in permitting
affiliations of banking, securities, and insurance orga-
nizations within an appropriate framework for con-
solidated oversight. We believe such affiliations
would improve the efficiency and competitiveness of
the financial services industry and result in more
choices and better services for consumers. However,
in addressing financial modernization the bill encom-
passes a large number of far-ranging provisions. The
Board has difficulty with the way some of the issues
are resolved in the bill before you. Thus, while reem-
phasizing our support for much of the general thrust
of the bill, I would like today to highlight our major
concerns.

BANKING AND COMMERCE

The need to respond to the effects of technology is
one of the major reasons we are here today. Technol-
ogy has already eroded many of the previous distinc-
tions between banking and nonbank finance, thereby
supporting the desirability, if not the necessity, of
permitting the merging of all financial activities.

It seems clear that the same forces are in the
process of blurring the boundaries between financial
and nonfinancial businesses. Most of us are aware of
software companies interested in the financial ser-
vices business, but some financial firms, leveraging
off their own internal skills, are also seeking to pro-
duce software for third parties. Tracking software of
shipping companies lends itself to payment services.
Manufacturers have financed their customers’ pur-
chases for a long time but now are increasingly using
the resultant financial skills to finance noncustomers.
Moreover, many nonbank financial institutions are
now profitably engaged in nonfinancial activities.

Current facts and future trends, in short, are creat-
ing market pressures to permit the common owner-
ship of financial and nonfinancial firms. The Board,
in fact, has concluded that it is quite likely that in
future years it will be close to impossible to distin-

guish where one type of activity ends and another
begins. Nonetheless, the Federal Reserve Board also
has concluded that it would be wise to move with
caution in addressing the removal of the current legal
barriers between commerce and banking because the
unrestricted association of banking and commerce
would be a profound and surely irreversible structural
change in the U.S. economy.

Were we fully confident of how emerging tech-
nologies would affect the evolution of our economic
and financial structure, we could presumably develop
today the regulations that would foster that evolution.
But we are not, and history suggests we cannot. We
thus run the risk of locking in a set of inappropriate
rules that could adversely alter the development of
market structures. Our ability to foresee accurately
the future implications of technologies and market
developments in banking, as in other industries,
has not been particularly impressive. As Professor
Rosenberg of Stanford University has pointed out,
*“. .. mistaken forecasts of future structure litter our
financial landscape.” Consider the view of the 1960s
that the “cashless society” was imminent. Nonethe-
less, the public preference for paper has declined
only gradually. Similarly, just a few years ago con-
ventional wisdom argued that banks were dinosaurs
that were becoming extinct. The reality today is far
from it. Even more recently, it was argued that banks
and nonfinancial firms had to merge to save the
capital-starved banking system. Today, as you know,
virtually all of our banks are very well capitalized.

All these examples, and more, suggest that if we
dramatically change the rules now about banking and
commerce under circumstances of great uncertainty
about future synergies between finance and non-
finance we may well end up doing more harm than
good. And, as with all rule changes by government,
we are likely to find it impossible to correct our
errors promptly, if at all. Modifications of such a
fundamental structural rule as the separation of bank-
ing and commerce accordingly should proceed at a
deliberate pace to test the response of markets and
technological innovations to the altered rules in the
years ahead.

Excessive delay would doubtless produce inequi-
ties. Expanded financial activities for banking organi-
zations require, and the Banking Committee’s Finan-
cial Services Competition Act provides, that those
firms operating in markets that banks can enter, in
turn, be authorized to engage in banking. However,
some securities and insurance firms, as well as some
thrift institutions, already own—or are owned by—
nonfinancial entities. Continuing the commerce and
banking prohibitions would thus require the divesti-
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ture or grandfathering of all nonfinancial activities by
those organizations that wanted to acquire or estab-
lish banks.

But the fact is that we do not—and the Board’s
view is that we need not—have to make today as
sweeping a banking and commerce decision as the
Competition Act proposes. That bill would permit
both banks and nonfinancial corporations each to
originate up to 15 percent of their revenue from the
other’s activities. While there is some limit on the
original size of each nonfinancial firm acquired by a
bank holding company and on the original size of the
one bank that a nonfinancial company could pur-
chase, the subsequent growth is only constrained by
the 15 percent revenue limit. This constraint may be
more apparent than real, given the ongoing growth
and consolidation of the financial services industry.
In our judgment, these baskets are far larger than
what is needed either as a controlled experiment or to
permit unfettered consolidation with banks of those
financial firms that have commercial affiliates. More-
over, the Banking Committee bill would permit addi-
tional bank and commercial affiliations beyond these
holding company affiliate baskets and permit some
affiliation wirhin the bank or a bank subsidiary. Any
commercial (or financial) activity that had been
authorized by the Office of Thrift Supervision for
thrift institutions or by the Federal Reserve Board’s
regulation for overseas operations of U.S. banks
would be permitted to banks in the United States by
the Banking Committee bill. Thus, over and above
the basket, U.S. banks could create subsidiaries that
invest up to 3 percent of the bank’s assets in the
equity of OTS-approved commercial enterprises. In
addition, applying the Board’s foreign market rule to
domestic operations would mean that banks them-
selves could invest in the equity of individual non-
financial firms. The Board’s foreign market rule,
authorized by statute, was promulgated to assist U.S.
banks to achieve a level playing field with their
foreign competitors in foreign markets. We see no
compelling need to apply that rule to U.S. banks’
domestic operations. We are also concerned that the
grandfather date for savings and loan holding compa-
nies continues to shift with the date of enactment of
the bill, thereby encouraging an increase in the num-
ber of commercial firms that seek to affiliate with
insured savings associations before new rules come
into effect.

The Competition Act, in the Board’s view, goes
well beyond what both commercial banks and non-
financial firms need to meet the requirements of
today as well as in the foreseeable future. The Board
believes it would be virtually impossible to reverse

such a change in the legal framework without major
damage to established business relationships. Thus,
any errors from larger-than-needed initial authoriza-
tions could result in significant problems. Moreover,
the authorization of commercial activities through
banks and their subsidiaries directly extends the sub-
sidy of the safety net over a much wider range of
activities, not to mention potentially undermining the
safety and soundness of insured banks.

OPERATING SUBSIDIARIES

A number of observers have argued that there is no
subsidy associated with the federal safety net for
depository institutions—deposit insurance, and direct
access to the Federal Reserve’s discount window and
payment system guarantees. The Board strongly
rejects this view. In saying this, the Board fully
agrees that mandated government supervision and
regulation impose significant costs on banks, costs
that, in many cases, can and should be reduced. But
given that these costs cannot be avoided by a bank,
no rational bank manager would ignore the opportu-
nity to take advantage of the lower cost of funds, or
equivalently, the lower capital ratio, that access to the
safety net demonstrably provides. While it is true that
the safety net does increase the possibility of loss to
taxpayers, a far larger public policy concern is that it
provides banks with a government-sanctioned com-
petitive advantage over nonbank firms. In the Board’s
view, unless the Congress explicitly desires to expand
access to the safety net and tilt the competitive play-
ing field further, a core component of any prudent
financial modernization strategy should be to mini-
mize the chances that safety net subsidies will be
expanded into new activities and beyond the confines
of insured depository institutions.

Because the subsidy created by the federal safety
net grants access to the “‘sovereign credit” of the
United States, bank creditors are willing to accept a
lower risk premium on bank liabilities and capital
than otherwise would be the case. For fully insured
deposits this risk premium is reduced essentially to
zero. But other debt instruments also benefit, and the
capital ratio demanded by the market is lower. The
end result is that banks enjoy a lower total and
marginal cost of funding, including lower capital
ratios, than would otherwise be required by the
market.

While some benefits of the safety net are always
available to banks, it is critical to understand that the
value of the subsidy is smallest for very healthy



740  Federal Reserve Bulletin [1 September 1997

banks during good economic times and greatest at
weak banks during a financial crisis. What was it
worth in the late 1980s and early 1990s for a bank
with a troubled loan portfolio to have deposit liabili-
ties guaranteed by the Federal Deposit Insurance
Corporation to be assured that it could turn illiquid
assets to liquid assets at once through the Federal
Reserve discount window and to tell its customers
that payment transfers would be settled on a riskless
Federal Reserve Bank? For many, it was worth not
basis points but percentage points. For some, it meant
the difference between survival and failure. In con-
trast today, when the economy is performing well and
the banking industry has just experienced its fifth
straight year of record profits, it is perhaps too easy to
ignore the value of the safety net and see only its
costs. The Board believes that prudent public policy
should take a longer view.

In the Board’s judgment, the bank holding com-
pany organizational form has, by the record, proved
to be an effective means for limiting the safety net
subsidy primarily to banks. There is clear evidence
that market participants understand that regulatory
policy is focused on the bank, and thus markets
distinguish between the bank and its holding com-
pany parent and affiliates. Given this success, the
holding company structure should, in the Board’s
view, not be abandoned. Indeed, our strong prefer-
ence is for the holding company format to be retained
for new activities that will under expanded authori-
ties benefit from direct access to the federal safety
net. Thus, we would recommend that the Financial
Services Competition Act’s provisions that allow
expanded activities to be conducted either in a hold-
ing company subsidiary or in a direct operating sub-
sidiary of a bank be amended to require that new
activities be conducted only in a holding company
subsidiary.

CONSOLIDATED OVERSIGHT

The Board supports the provisions of the Banking
Committee’s Competition Act that continue consoli-
dated oversight of the bank holding company. In our
judgment, it is essential that these provisions be
retained and not weakened. The historical experience
in supervising bank holding companies has shown
that knowledge of the financial strength and risks
inherent in a consolidated holding company can be
critical to protecting an insured subsidiary bank and
resolving problems once they arise. Examples are
easy to recall: Bank of Credit and Commerce Inter-

national, Continental Illinois, Barings PLC, thrift
institutions, and Texas banks all exhibited problems
that spread quickly among their affiliates or required
a consolidated approach to resolve the problems at
least cost and disruption to the overall financial
system,

Moreover, continued gains in technology and in
innovative risk-management techniques permit orga-
nizations of all kinds to manage and control their
activities on an increasingly centralized basis, with
less attention paid to the individual legal entities that
make up the organization. In that environment, it
seems to the Board that oversight on a consolidated
basis of an organization’s broad-based activities has
become more crucial in recent years, not less. Bank
supervisors throughout the world recognize this point
and have adopted consolidated oversight as a funda-
mental principle. The Congress also recognized the
necessity of consolidated oversight for the U.S. bank-
ing system, by requiring, as a condition for a foreign
bank’s entry into this country, that the bank be sub-
ject to consolidated home country supervision. What
is necessary for foreign banks entering the United
States is surely just as necessary for U.S. banks and
the U.S. banking system.

Crisis Management and Systemic Risk

We believe that the Federal Reserve needs to con-
tinue to have consolidated oversight authority, espe-
cially for organizations in which the bank is large
enough that its failure could cause disruptions in
financial markets sufficient to affect economic activ-
ity. Critically, the central bank has the responsibility
to forestall financial crises (including systemic distur-
bances in the banking system) and to manage such
crises once they occur.

Supervisory and regulatory responsibilities afford
the Federal Reserve both the insight and the authority
to use crisis management techniques that are less
blunt than open market operations and more precisely
calibrated to the problem at hand. Such tools not only
improve our ability to manage crises but, more
important, help us to avoid them. Indeed, we mea-
sure our degree of success in this area not by the
number of crises we assist in containing but rather
in the number of crises that could have erupted but
did not. The use of crisis management techniques
requires both the authority that comes with super-
vision and regulation and the understanding of
the linkages among supervision and regulation,
prudential standards, risk-taking, relationships among
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banks and other financial market participants, and
macroeconomic stability. The objectives of the cen-
tral bank in crisis management are to contain finan-
cial losses and prevent a contagious loss of confi-
dence so that difficulties at one institution do not
spread more widely to others. The focus of its con-
cern is not to avoid the failure of entities that have
made poor decisions or have had bad luck but rather
to see that such failures—or threats of failures—
do not have broad and serious impacts on financial
markets and the national, and indeed the global,
economy.

The Federal Reserve’s ability to respond expedi-
tiously to any particular incident does not necessitate
comprehensive information on each banking institu-
tion. But it does require that the Federal Reserve have
in-depth knowledge of how institutions of various
sizes and other characteristics are likely to behave
and what resources are available to them in the event
of severe financial stress. We currently gain the nec-
essary insight by having a broad sample of banks
subject to our supervision and through our authority
over bank holding companies.

Payment and Settlement Systems

A key element of avoiding systemic concerns is
management of the payment system. Virtually all of
the U.S. dollar transactions made worldwide—for
securities transfers, foreign exchange and other inter-
national capital flows, and for payment for goods and
services—are settled in the U.S. banking system. A
small number of transactions that comprise the vast
proportion of the total value of transactions are trans-
ferred over large-dollar payment systems.

A critical component of these systems is the Fed-
eral Reserve’s wire transfer network, Fedwire. Fed-
wire and a very small number of private clearing-
houses are arguably the linchpin of the international
system of payments that relies on the dollar as the
major international currency for trade and finance.
Disruptions and disturbances in the U.S. payment
system thus can easily have global implications.

In all of these payment and settlement systems,
commercial banks play a central role, both as partici-
pants and as providers of credit to nonbank partici-
pants. Day in and day out, the settlement of payment
obligations and securities trades requires significant
amounts of bank credit. In periods of stress, such
credit demands surge just at the time when some
banks are least willing or able to meet them. These
demands, if unmet, could produce gridlock in pay-

ment and settiement systems, exposing financial mar-
kets to dangerous stress. Indeed, it is in the cauldron
of the payment and settlement systems, where deci-
sions involving large sums must be made quickly,
that all of the risks and uncertainties associated with
problems at a single participant become focused as
participants seek to protect themselves from uncer-
tainty. Better solvent than sorry, they might well
decide, and refuse to honor a payment request.
Observing that, others might follow suit. And that is
how crises often begin.

Limiting, if not avoiding, such disruptions and
ensuring the continued operation of the payment sys-
tem requires broad and in-depth knowledge of bank-
ing and markets as well as detailed knowledge and
authority with respect to the payment and settlement
arrangements and their linkages to banking opera-
tions. This type of insight and authority—as well as
knowledge about the behavior of key participants—
cannot be created on an ad hoc basis. It requires
broad and sustained involvement in both the payment
infrastructure and the operation of the banking sys-
tem. Supervisory authority over the major bank par-
ticipants is a necessary element.

Changing Role of Consolidated Oversight

The modernizing of our financial system—especially
the combining of banks, securities firms, and insur-
ance companies, as well as possibly banking and
commerce—requires that the role of consolidated
oversight also be reviewed.

The necessity to understand and review centralized
risk management and control mechanisms, and simi-
larly to review intra-organizational fund transfers
involving the insured depositories, does not require
bank-like supervision of nonbank affiliates. The Com-
petition Act appropriately recognizes this. It would
require that the banking agencies rely to the fullest
extent possible on examination reports and other
information collected by supervisors of other regu-
lated entities. In addition, the bill would require that
the banking agencies defer to the Securities and
Exchange Commission in interpretations and enforce-
ment of the federal securities laws and to the state
insurance commissioners and to state insurance laws.
The bill continues to allow the Federal Reserve Board
to establish capital adequacy guidelines at the hold-
ing company level. However, the bill sets important
limits on these holding company guidelines. For
example, the consolidated supervisor may not impose
capital requirements on any nonbank subsidiary that
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is in compliance with applicable capital requirements
of another federal or state agency. In addition, hold-
ing company capital guidelines must take full account
of the capital position of these regulated nonbank
subsidiaries when establishing consolidated capital
guidelines and full account of capital levels in
unregulated subsidiaries when those levels are consis-
tent with industry norms. The bill requires the Fed-
eral Reserve Board to address the use of double
leverage (that is, the use of debt at the holding
company to fund equity and subordinated debt at a
regulated institution) but prohibits the establishment
of a capital ratio that is not risk weighted. In addition,
the bill requires that the consolidated supervisor con-
sult with other supervisors, including, in particular,
supervisors of nonbanking entities, before establish-
ing capital guidelines for holding companies.

All of these—the capital and examination rules—
are extremely important provisions both for existing
bank holding companies and for securities firms and
insurance companies that wish to affiliate with banks.
Such provisions would greatly enhance the “two-way
street” by eliminating unnecessary burden and red
tape.

The Board believes that bank holding companies
need to continue to have consolidated oversight both
to protect the safety net and to limit the transference
of the safety net subsidy. We believe that the Federal
Reserve must not have its ability impaired to monitor
banking organizations in order to respond effectively
to systemic crises, to manage the risk in the payment
system, and to ensure the safety and stability of our
financial system.

CONCLUSION
To summarize:

» The Board supports the overall thrust of the
Banking Committee bill that is now being reviewed
by this committee. We strongly support the bill’s
approach to affiliations of banking, securities, and
insurance organizations.

* We are, nonetheless, concerned that the bill goes
unnecessarily far at this time in mixing commerce
and banking. There is no reason not to proceed in
incremental steps; first to integrate banking and
finance with the minor and quite limited combina-
tions of banking and commerce that this requires and
only later, as these developments mature, assess the
desirability of fully dismantling the barriers between
banking and commerce.

* In addition, we think it unwise to permit banks
to conduct new activities in their own subsidiaries
because of the extension of the safety net subsidy
directly to those subsidiaries. We have concluded that
the holding company framework provides the best
insulation against the transference of that subsidy
beyond the bank and creates the most level playing
field for affiliations of banks and other financial firms.

* Consolidated oversight of bank holding compa-
nies is critical both to protect the safety net and to
minimize its transference. We believe that the central
bank’s role in the prevention and containment of
financial crises and as guarantor of the payment sys-
tem requires that we continue to have consolidated
oversight responsibility for most holding companies.

Statement by Alan Greenspan, Chairman, Board of
Governors of the Federal Reserve System, before the
Subcommittee on Domestic and International Mone-
tary Policy of the Committee on Banking and Finan-
cial Services, US. House of Representatives, July 22,
1997

I am pleased to appear before this subcommittee to
present the Federal Reserve’s report on the economic
situation and monetary policy.!

The recent performance of the economy, character-
ized by strong growth and low inflation, has been
exceptional—and better than most anticipated. Dur-

1. See “Monetary Policy Report to the Congress,” Federal Reserve
Bulletin, vol. 83 (August 1997), pp. 641-58.

ing the first quarter of 1997, real gross domestic
product expanded at nearly a 6 percent annual rate,
after having posted a 3 percent increase over 1996.
Activity apparently continued to expand in the
second quarter, albeit at a more moderate pace. The
economy is now in the seventh consecutive year of
expansion, making it the third longest post—-World
War II cyclical upswing to date.

Moreover, our Federal Reserve Banks indicate that
economic activity is on the rise, and at a relatively
high level, in virtually every geographic region and
community of the nation. The expansion has been
balanced, in that inventories, as well as stocks of
business capital and other durable assets, have been
kept closely in line with spending, so overhangs have
been small and readily corrected.
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This strong expansion has produced a remarkable
increase in work opportunities for Americans. A net
of more than 13 million jobs has been created since
the current period of growth began in the spring
of 1991. As a consequence, the unemployment rate
has fallen to 5 percent—its lowest level in almost
a quarter century. The expansion has enabled many
in the working-age population, a large number of
whom would have otherwise remained out of the
labor force or among the longer-term unemployed, to
acquire work experience and improved skills. Our
whole economy will benefit from their greater pro-
ductivity. To be sure, not all segments of our popula-
tion are fully sharing in the economic improvement.
Some Americans still have trouble finding jobs, and
for part of our workforce real wage stagnation
persists.

In contrast to the typical postwar business cycle,
measured price inflation is lower now than when the
expansion began and has shown little tendency to
rebound of late, despite high rates of resource utiliza-
tion. In the business sector, producer prices have
fallen in each of the past six months. Consumers also
are enjoying low inflation. The consumer price index
(CPI) rose at less than a 2 percent annual rate over
the first half of the year, down from a little more than
3 percent in 1996.

With the economy performing so well for so long,
financial markets have been buoyant, as memories of
past business and financial cycles fade with time.
Soaring prices in the stock market have been fueled
by moderate long-term interest rates and expectations
of investors that profit margins and earnings growth
will hold steady, or even increase further, in a
relatively stable, low-inflation environment. Credit
spreads at depository institutions and in the open
market have remained extremely narrow by historical
standards, suggesting a high degree of confidence
among lenders regarding the prospects for credit
repayment.

The key question facing financial markets and poli-
cymakers is what is behind the good performance of
the economy and will it persist. Without question, the
exceptional economic situation reflects some tempo-
rary factors that have been restraining inflation rates.
In addition, however, important pieces of informa-
tion, while just suggestive at this point, could be read
as indicating basic improvements in the longer-term
efficiency of our economy. The Federal Reserve has
been aware of this possibility in our monetary policy
deliberations and, as always, has operated with a
view to supplying adequate liquidity to allow the
economy to reach its highest potential on a sustain-
able basis.

Nonetheless, we also recognize that the capacity of
our economy to produce goods and services is not
without limit. If demand were to outrun supply, infla-
tionary imbalances would eventually develop that
would tend to undermine the current expansion and
inhibit the long-run growth potential of the economy.
Because monetary policy works with a significant
lag, policy actions are directed at a future that may
not be clearly evident in current experience. This
leads to policy judgments that are by their nature
calibrated to the relative probabilities of differing
outcomes. We moved the federal funds rate higher
in March because we perceived the probability of
demand outstripping supply to have increased to a
point where inaction would have put at risk the solid
elements of support that have sustained this expan-
sion and made it so beneficial.

In making such judgments in March and in
the future, we need to analyze carefully the various
forces that may be affecting the balance of supply and
demand in the economy, including those that may be
responsible for its exceptional recent behavior. The
remainder of my testimony will address the various
possibilities.

INFLATION, OUTPUT, AND TECHNOLOGICAL
CHANGE IN THE 19905

Many observers, including us, have been puzzled
about how an economy, operating at high levels and
drawing into employment increasingly less experi-
enced workers, can still produce subdued and, by
some measures even falling, inflation rates. It will,
doubtless, be several years before we know with any
conviction the full story of the surprisingly benign
combination of output and prices that has marked the
business expansion of the past six years.

Certainly, public policy has played an important
role. Administration and congressional actions to cur-
tail budget deficits have enabled long-term interest
rates to move lower, encouraging private efficiency-
enhancing capital investment. Deregulation in a num-
ber of industries has fostered competition and held
down prices. Finally, the preemptive actions of
the Federal Reserve in 1994 contained a potentially
destabilizing surge in demand, short-circuiting a
boom-bust business cycle in the making and keeping
inflation low to encourage business innovation. But
the fuller explanation of the recent extraordinary
performance may well lie deeper.

In February 1996, I raised before this committee a
hypothesis tying together technological change and
cost pressures that could explain what was even then
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a puzzling quiescence of inflation. The new informa-
tion received in the past eighteen months remains
consistent with those earlier notions; indeed, some
additional pieces of the puzzle appear to be falling
into place.

A surge in capital investment in high-tech equip-
ment that began in early 1993 has since strengthened.
Purchases of computer and telecommunications
equipment have risen at an annual rate of more than
14 percent since early 1993 in nominal terms, and at
an astonishing rate of nearly 25 percent in real terms,
reflecting the fall in the prices of this equipment.
Presumably, companies have come to perceive a
significant increase in profit opportunities from
exploiting the improved productivity of these new
technologies.

It is premature to judge definitively whether these
business perceptions are the harbinger of a more
general and persistent improvement in productivity.
Supporting this possibility, productivity growth,
which often suffers as business expansions mature,
has not followed that pattern. In addition, profit mar-
gins remain high in the face of pickups in compensa-
tion growth, suggesting that businesses continue to
find new ways to enhance their efficiency. Nonethe-
less, although the anecdotal evidence is ample and
manufacturing productivity has picked up, a change
in the underlying trend is not yet reflected in our
conventional data for the whole economy.

But even if the perceived quicker pace of applica-
tion of our newer technologies turns out to be mere
wheel-spinning rather than true productivity advance,
it has brought with it a heightened sense of job
insecurity and, as a consequence, subdued wage
gains. As I pointed out here last February, polls
indicated that despite the significant fall in the unem-
ployment rate, the proportion of workers in larger
establishments fearful of being laid off rose from
25 percent in 1991 to 46 percent by 1996. It should
not have been surprising then that strike activity in
the 1990s has been lower than it has been in decades
and that new labor union contracts have been longer
and have given greater emphasis to job security. Nor
should it have been unexpected that the number of
workers voluntarily leaving their jobs to seek other
employment has not risen in this period of tight labor
markets.

To be sure, since last year, surveys have indicated
that the proportion of workers fearful of layoff has
stabilized and the number of voluntary job leavers
has edged up. And, indeed, perhaps as a conse-
quence, wage gains have accelerated some. But
increases in the employment cost index still trail
behind what previous relationships to tight labor mar-

kets would have suggested, and a lingering sense of
fear or uncertainty seems still to pervade the job
market, though to a somewhat lesser extent.

Consumer surveys do indicate greater optimism
about the economy. However, it is one thing to
believe that the economy, indeed the job market, will
do well overall, but quite another to feel secure about
one’s individual situation, given the accelerated pace
of corporate restructuring and the heightened fear of
skill obsolescence that has apparently characterized
this expansion. Persisting insecurity would help
explain why measured personal saving rates have not
declined as would have been expected from the huge
increase in stock market wealth. We will, however,
have a better fix on saving rates after the coming
benchmark revisions to the national income and prod-
uct accounts.

The combination in recent years of subdued com-
pensation per hour and solid productivity advances
has meant that unit labor costs of nonfinancial corpo-
rations have barely moved. Moreover, when you
combine unit labor costs with nonlabor costs—which
account for one-quarter of total costs on a consoli-
dated basis—total unit costs for the year ended in the
first quarter of 1997 rose only about 2 percent.
Hence, a significant part of the measured price
increase over that period was attributable to a rise in
profit margins, unusual well into a business expan-
sion. Rising margins are further evidence suggesting
that productivity gains have been unexpectedly
strong; in these situations, real labor compensation
usually catches up only with a lag.

While accelerated technological change may well
be an important element in unraveling the current
economic puzzle, other influences have been at play
as well in restraining price increases at high levels of
resource utilization. The strong dollar of the past two
years has pared import prices and constrained the
pricing behavior of domestic firms facing import
competition. Increasing globalization has enabled
greater specialization over a wider array of goods and
services, in effect allowing comparative advantage to
hold down costs and enhance efficiencies. Increased
deregulation of telecommunications, motor and rail
transport, utilities, and finance doubtless has been a
factor restraining prices, as perhaps has the reduced
market power of labor unions. Certainly, changes in
the health care industry and the pricing of health
services have greatly contributed to holding down
growth in the cost of benefits, and hence overall labor
compensation.

Many of these forces are limited or temporary,
and their effects can be expected to diminish, at
which time cost and price pressures would tend to
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re-emerge. The effects of an increased rate of techno-
logical change might be more persistent, but they
too could not permanently hold down inflation if
the Federal Reserve allows excess liquidity to flood
financial markets. I have noted to you before the
likelihood that at some point workers might no longer
be willing to restrain wage gains for added security,
at which time accelerating unit labor costs could
begin to press on profit margins and prices, should
monetary policy be too accommodative.

When I discuss greater technological change, I am
not referring primarily to a particular new invention.
Instead, I have in mind the increasingly successful
and pervasive application of recent technological
advances, especially in telecommunications and
computers, to enhance efficiencies in production
processes throughout the economy. Many of these
technologies have been around for some time. Why
might they be having a more pronounced effect
now?

In an intriguing paper prepared for a conference
last year sponsored by the Federal Reserve Bank of
Boston, Professor Nathan Rosenberg of Stanford
documented how, in the past, it often took a consid-
erable period of time for the necessary synergies
to develop between different forms of capital and
technologies. One example is the invention of the
dynamo in the mid-1800s. Rosenberg’s colleague
Professor Paul David had noted a number of years
ago that it was not until the 1920s that critical
complementary technologies of the dynamo—for
example, the electric motor as the primary source of
mechanical drive in factories, and central generating
stations—were developed and in place and that
production processes had fully adapted to these
inventions.

What we may be observing in the current environ-
ment is a number of key technologies, some even
mature, finally interacting to create significant new
opportunities for value creation. For example, the
applications for the laser were modest until the later
development of fiber optics engendered a revolution
in telecommunications. Broad advances in software
have enabled us to capitalize on the prodigious gains
in hardware capacity. The interaction of both of these
has created the Internet.

The accelerated synergies of the various technolo-
gies may be what have been creating the apparent
significant new profit opportunities that presumably
lie at the root of the recent boom in high-tech invest-
ment. An expected result of the widespread and effec-
tive application of information and other technolo-
gies would be a significant increase in productivity
and reduction in business costs.

We do not now know, nor do I suspect can anyone
know, whether current developments are part of a
once-or-twice-in-a-century phenomenon that will
carry productivity trends nationally and globally to a
new higher track, or whether we are merely observ-
ing some unusual variations within the context of
an otherwise generally conventional business cycle
expansion. The recent improvement in productivity
could be just transitory, an artifact of a temporary
surge in demand and output growth. In view of the
slowing in growth in the second quarter and the more
moderate expansion widely expected going forward,
data for profit margins on domestic operations and
productivity from the second quarter on will be espe-
cially relevant in assessing whether recent improve-
ments are structural or cyclical.

Whatever the trend in productivity and, by exten-
sion, overall sustainable economic growth, from the
Federal Reserve’s point of view, the faster the better.
We see our job as fostering the degree of liquidity
that will best support the most effective platform for
growth to flourish. We believe a noninflationary envi-
ronment is such a platform because it promotes long-
term planning and capital investment and keeps the
pressure on businesses to contain costs and enhance
efficiency.

The Federal Reserve’s policy problem is not with
growth, but with maintaining an effective platform.
To do so, we endeavor to prevent strains from devel-
oping in our economic system, which long expe-
rience tells us produce bottlenecks, shortages, and
inefficiencies. These eventually create more inflation,
which undermines economic expansion and limits the
longer-term potential of the economy.

In gauging the potential for oncoming strains, it is
the effective capacity of the economy to produce that
is important to us. An economy operating at a high
level of utilization and growing 5 percent a year is in
little difficulty if capacity is growing at least that fast.
But a fully utilized economy growing at 1 percent
will eventually get into trouble if capacity is growing
less than that.

Capacity itself, however, is a complex concept,
which requires a separate evaluation of its two com-
ponents, capital and labor. It appears that capital, that
is, plant and equipment, can adapt and expand more
expeditiously than in the past to meet demands.
Hence, capital capacity is now a considerably less
rigid constraint than it once was.

In recent years, technology has engendered a sig-
nificant compression of lead times between order and
delivery for production facilities. This has enabled
output to respond increasingly faster to an upsurge in
demand, thereby decreasing the incidence of strains
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on capital capacity and shortages so evident in earlier
business expansions.

Reflecting progressively shorter lead times for
capital equipment, unfilled orders to shipment ratios
for nondefense capital goods have declined 30 per-
cent in the past six years. Not only do producers have
quicker access to equipment that embodies the most
recent advances, but they have been able to adjust
their overall capital stock more rapidly to increases in
demand.

The current lack of material shortages and bottle-
necks, despite the high level and recent robust expan-
sion of demand, is striking. The effective capacity
of production facilities has increased substantially
in recent years in response to strong final demands
and the influence of cost reductions possible with the
newer technologies. Increased flexibility is particu-
larly evident in the computer, telecommunications,
and related industries, a segment of our economy that
seems far less subject to physical capacity constraints
than many older-line establishments, and one that is
assuming greater importance in our overall output,
But the shortening of lags has been pervasive even
in more mature industries, in part because of the
application of advanced technologies to production
methods.

At the extreme, if all capital goods could be pro-
duced at constant cost and on demand, the size of our
nation’s capital stock would never pose a restraint on
production. We are obviously very far from that
nirvana, but it is important to note that we are also far
from the situation a half-century ago when our pro-
duction processes were dominated by equipment such
as open hearth steel furnaces, which had very exact-
ing limits on how much they could produce in a fixed
time frame and which required huge lead times to
expand their capacity.

Even so, today’s economy as a whole still can
face capacity constraints from its facilities. Indeed,
just three years ago, bottlenecks in industrial
production—though less extensive than in years past
at high levels of measured capacity utilization—were
nonetheless putting significant upward pressures on
prices at earlier stages of production. More recently
vendor performance has deteriorated somewhat, indi-
cating that flexibility to meet demands still has limits.
Although further strides toward greater facilities flex-
ibility have occurred since 1994, this is clearly an
evolutionary, not a revolutionary, process.

LABOR MARKETS

Moreover, technology and management changes have
had only a limited effect on the ability of labor supply

to respond to changes in demand. To be sure, indi-
vidual firms have acquired additional flexibility by
increased use of outsourcing and temporary workers.
In addition, smaller work teams can adapt more
readily to variations in order flows. While these tech-
niques put the right workers at the right spots to
reduce bottlenecks, they do not increase the aggre-
gate supply of labor. That supply is sensitive to
changes in demand, but to a far more limited extent
than for facilities. New plants can almost always be
built. But labor capacity for an individval country
is constrained by the size of the working-age popu-
lation, which, except for immigration, is basically
determined several decades in the past.

Of course, capital facilities and labor are not fully
separate markets. Within limits, labor and capital are
substitutes, and slack in one market can offset tight-
ness in another. For example, additional work shifts
can expand output without significant addition to
facilities, and similarly more labor-displacing equip-
ment can permit production to be increased with the
same level of employment.

Yet despite significant increases in capital equip-
ment in recent years, new additions to labor supply
have been inadequate to meet the demand for labor.
As a consequence, the recent period has been one of
significant reduction in labor market slack.

Of the more than 2 million net new hires at an
annual rate since early 1994, only about half have
come from an expansion in the population aged 16 to
64 who wanted a job, and more than a third of those
were net new immigrants. The remaining 1 million
plus per year increase in employment has been pulled
from those who had been reported as unemployed
(600,000 annually) and those who wanted, but had
not actively sought, a job (more than 400,000 annu-
ally). The latter, of course, are not in the official
unemployment count.

The key point is that continuously digging ever
deeper into the available working-age population
is not a sustainable trajectory for job creation. The
unemployment rate has a downside limit if for no
other reason than unemployment, in part, reflects
voluntary periods of job search and other frictional
unemployment. There is also a limit on how many of
the additional 5 million who wanted a job last quarter
but were not actively seeking one could be readily
absorbed into jobs—in particular, the large number
enrolled in school and those who may lack the neces-
sary skills or face other barriers to taking jobs. The
rise in the average workweek since early 1996 sug-
gests employers are having increasingly greater diffi-
culty fitting the millions who want a job into avail-
able job slots. If the pace of job creation continues,
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the pressures on wages and other costs of hiring
increasing numbers of such individuals could esca-
late more rapidly.

To be sure, there remain an additional 34 million in
the working-age population (age 16-64) who say
they do not want a job. Presumably, some of these
early retirees, students, or homemakers might be
attracted to the job market if it became sufficiently
rewarding. However, making it attractive enough
could also involve upward pressures in real wages
that would trigger renewed price pressures, under-
mining the expansion.

Thus, there would seem to be emerging constraints
on potential labor input. Even before we reach the
ultimate limit of sustainable labor supply growth, the
economy’s ability to expand employment at the
recent rate should rapidly diminish. The availability
of unemployed labor could no longer add to growth,
irrespective of the degree of slack in physical facili-
ties at that time. Simply adding new facilities will
not increase production unless output per worker
improves. Such improvements are possible if worker
skills increase, but such gains come slowly through
improved education and on-the-job training. They are
also possible as capital substitutes for labor but are
limited by the state of technology. More significant
advances require technological breakthroughs. At
the cutting edge of technology, where America finds
itself, major improvements cannot be produced on
demand. New ideas that matter are hard won.

THE ECONOMIC OUTLOOK

As I noted, the recent performance of the labor mar-
kets suggests that the economy was on an unsustain-
able track. Unless aggregate demand increases more
slowly than it has in recent years—more in line with
trends in the supply of labor and productivity—
imbalances will emerge. We do not know, however,
at what point pressures would develop—or indeed
whether the economy is already close to that point.
Fortunately, the very rapid growth of demand over
the winter has eased recently. To an extent this easing
seems to reflect some falloff in growth of demand for
consumer durables and for inventories to a pace more
in line with moderate expansion in income. But some
of the recent slower growth could simply be a prod-
uct of abnormal weather patterns, which contributed
to a first-quarter surge in output and weakened the
second quarter, in which case the underlying trend
could be somewhat higher than suggested by the
second-quarter data alone. Certainly, business and
consumer confidence remains high and financial con-

ditions are supportive of growth. Particularly notable
is the run-up in stock market wealth, the full effects
of which apparently have not been reflected in overall
demand but might yet be.

Monetary policymakers, balancing these various
forces, forecast a continuation of less rapid growth
in coming quarters. For 1997 as a whole, the central
tendency of their forecasts has real GDP growing
3 percent to 34 percent. This would be much more
brisk than was anticipated in February, and the
upward revision to this estimate largely reflects the
unexpectedly strong first quarter. The central ten-
dency of monetary policymakers’ projections is that
real GDP will expand 2 percent to 25 percent in
1998. This pace of expansion is expected to keep the
unemployment rate close to its current low level.

We are reasonably confident that inflation will be
quite modest for 1997 as a whole. The central ten-
dency of the forecasts is that consumer prices will
rise only 2% percent to 24 percent this year. This
would be a significantly better outcome than the
2%, percent to 3 percent CPI inflation foreseen in
February.

Federal Open Market Committee (FOMC) mem-
bers do see higher rates of inflation next year. The
central tendency of the projections is that CPI infla-
tion will be 2V4 percent to 3 percent in 1998—a little
above the expectation for this year. However, much
of this increase is presumed to result from the
absence of temporary factors that are holding down
inflation this year. In particular, the favorable move-
ments in food and energy prices of 1997 are unlikely
to be repeated, and non-oil import prices may not
continue to decline. While it is possible that better
productivity trends and subdued wage growth will
continue to help damp the increases in business costs
associated with tight labor markets, this is a situation
that the Federal Reserve plans to monitor closely.

I have no doubt that the current stance of policy—
characterized by a nominal federal funds rate around
5% percent—will need to be changed at some point
to foster sustainable growth and low inflation. Adjust-
ments in the policy instrument in response to new
information are a necessary and, I should like to
emphasize, routine aspect of responsible policymak-
ing. For the present, as I indicated, demand growth
does appear to have moderated, but whether that
moderation will be sufficient to avoid putting addi-
tional pressures on resources is an open question.
With considerable momentum behind the expansion
and labor market utilization rates unusually high, the
Federal Reserve must be alert to the possibility that
additional action might be called for to forestall
excessive credit creation.
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The Federal Reserve is intent on gearing its policy
to facilitate the maximum sustainable growth of the
economy, but it is not, as some commentators have
suggested, involved in an experiment that deliber-
ately prods the economy to see how far and fast it can
grow. The costs of a failed experiment would be
much too burdensome for too many of our citizens.

Clearly, in considering issues of monetary policy
we need to distinguish carefully between sustainable
economic growth and unsustainable accelerations of
activity. Sustainable growth reflects the increased
capacity of the economic system to produce goods
and services over the longer run. It is largely the sum
of increases in productivity and in the labor force.
That growth contrasts with a second type, a more
transitory growth. An economy producing near
capacity can expand faster for a short time, often
through unsustainably low short-term interest rates
and excess credit creation. But this is not growth that
promotes lasting increases in standards of living and
in jobs for our nation. Rather, it is a growth that
creates instability and thereby inhibits the achieve-
ment of our nation’s economic goals.

The key question is how monetary policy can best
foster the highest rate of sustainable growth and
avoid amplifying swings in output, employment, and
prices. The historical evidence is unambiguous that
excessive creation of credit and liquidity contributes
nothing to the long-run growth of our productive
potential and much to costly shorter-term fluctua-
tions. Moreover, it promotes inflation, impairing the
economy’s longer-term potential output.

Our objective has never been to contain inflation
as an end in itself, but rather as a precondition for
the highest possible long-run growth of output and
income—the ultimate goal of macroeconomic policy.

In considering possible adjustments of policy to
achieve that goal, the issue of lags in the effects of
monetary policy is crucial. The evidence clearly dem-
onstrates that monetary policy affects the financial
markets immediately but works with significant lags
on output, employment, and prices. Thus, as I pointed
out earlier, policy needs to be made today on the
basis of likely economic conditions in the future. As
a consequence, and in the absence of once-reliable
monetary guides to policy, there is no alternative to
formulating policy using risk-reward tradeoffs based
on what are, unavoidably, uncertain forecasts.

Operating on uncertain forecasts, of course, is not
unusual. People do it every day, consciously or sub-
consciously. A driver might tap the brakes to make
sure not to be hit by a truck coming down the street,
even if he thinks the chances of such an event are
relatively low; the costs of being wrong are simply

too high. Similarly, in conducting monetary policy
the Federal Reserve needs constantly to look down
the road to gauge the future risks to the economy and
act accordingly.

GROWTH OF MONEY AND CREDIT

The view that the Federal Reserve’s best contribution
to growth is to foster price stability has informed
both our tactical decisions on the stance of monetary
policy and our longer-run judgments on appropriate
rates of liquidity provision. To be sure, growth rates
of monetary and credit aggregates have become less
reliable as guides for monetary policy as a result
of rapid change in our financial system. As I have
reported to you previously, the current uncertainties
regarding the behavior of the monetary aggregates
have implied that we have been unable to employ
them as guides to short-run policy decisions. Accord-
ingly, in recent years we have reported annual ranges
for money growth that serve as benchmarks under
conditions of price stability and a return to histori-
cally stable patterns of velocity.

Over the past several years, the monetary
aggregates—M?2 in particular—have shown some
signs of reestablishing such stable patterns. The
velocity of M2 has fluctuated in a relatively narrow
range, and some of its variation within that range
has been explained by interest rate movements, in a
relationship similar to that established over earlier
decades. We find this an encouraging development,
and it is possible that at some point the FOMC might
elect to put more weight on such monetary quantities
in the conduct of policy. But in our view, sufficient
evidence has not yet accumulated to support such a
judgment.

Consequently, we have decided to keep the exist-
ing ranges of growth for money and credit for 1997
and carry them over to next year, retaining the inter-
pretation of the money ranges as benchmarks for the
achievement of price stability. With nominal income
growth strong relative to the rate that would likely
prevail under conditions of price stability, the growth
of M2 is likely to run in the upper part of its range
both this year and next, while M3 could run a little
above its cone. Domestic nonfinancial sector debt is
likely to remain well within its range, with private
debt growth brisk and federal debt growth subdued.
Although any tendency for the aggregates to exceed
their ranges would not, in the event, necessarily call
for an examination of whether a policy adjustment
was needed, the Federal Reserve will be closely
examining financial market prices and flows in the



Statements to the Congress 749

context of a broad range of economic and price
indicators for evidence that the sustainability of the
economic expansion may be in jeopardy.

CONCLUDING COMMENT

The Federal Reserve recognizes, of course, that
monetary policy does not determine the economy’s
potential. All that it can do is help establish sound
money and a stable financial environment in which
the inherent vitality of a market economy can flourish
and promote the capital investment that in the long
run is the basis for vigorous economic growth. Simi-

larly, other government policies also have a major
role to play in contributing to economic growth. A
continued emphasis on market mechanisms through
deregulation will help sharpen incentives to work,
save,.invest, and innovate. Similarly, a fiscal policy
oriented toward limited growth in government expen-
ditures, producing smaller budget deficits and even
budget surpluses, would tend to lower real interest
rates even further, also promoting capital investment.
The recent experience provides striking evidence of
the potential for the continuation and extension of
monetary, fiscal, and structural policies to enhance
our economy’s performance in the period ahead.

Chairman Greenspan presented identical testimony before the
Committee on Banking, Housing, and Urban Affairs, US. Senate, July 23, 1997.

Statement by Alice M. Riviin, Vice Chair, Board of
Governors of the Federal Reserve System, before the
Committee on Banking and Financial Services, U.S.
House of Representatives, July 23, 1997

I would like to begin by expressing my appreciation
to the committee for holding this hearing to solicit a
wide range of views on appropriate monetary policy
at this extremely favorable moment in our economic
history. All too often congressional hearings are
called when something bad is happening. In a deterio-
rating situation, the Congress finds it necessary to
survey the damage, assess responsibility, and call for
better policies in the future.

At the moment, however, the economy as a whole
is functioning amazingly well. Employment is
high and rising, unemployment is low, incomes are
increasing, profits are high, the federal budget deficit
is plummeting, state and local finances are increas-
ingly strong, and inflation is benign. The overrid-
ing economic objective—shared by all participants
in the economy—is to keep the good news flowing.
We all want the economy to grow at its highest
sustainable rate, to keep unemployment and inflation
low, and, above all, to avoid recession as long as
possible.

Thoughtful people, at the Federal Reserve and
elsewhere, have somewhat different views about why
the economy is doing so well and how best to keep it
going. Your invitation to share those views is timely,
constructive, and welcome.

I would like briefly to discuss three questions:

1. Why is the economy performing so well—and,
in particular, why do we have so little inflation with
such low unemployment?

2. Why is it so important, especially right now, to
keep the economy growing at its highest sustainable
rate and to avoid recession?

3. What policies—monetary and other economic
policies—are most likely to keep economic perfor-
mance high and sustained?

WHY IS THE ECONOMY DOING SO WELL?

Most economists are frankly surprised that the econ-
omy has been able to grow fast enough to push
unemployment rates below 5 percent without generat-
ing accelerating inflation. Until recently, most stu-
dents of the economy thought that unemployment
rates below 5.5 percent to 6.0 percent (estimates
differed) for an appreciable period would lead to
rising labor costs that would be passed on in higher
prices and start a self-perpetuating wage—price spiral
that would be hard to reverse. True, unemployment
had been lower in the 1960s while inflation remained
low, but the structure of the economy and the char-
acteristics of the labor force subsequently changed
in ways that seemed to make the economy more
inflation-prone for given levels of unemployment.
The experience of the period since about 1970
appeared to confirm that inflationary pressure
emerged at unemployment rates appreciably higher
than those of the 1960s.
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Five years ago, most economists would have
thought the Federal Reserve irresponsible and dere-
lict in its duty if it had not used monetary policy
to slow an economy operating at such a high level
that unemployment remained less than 5.5 percent
for more than a short time. The inflation might not
appear immediately, but it was thought to be inevi-
table, and allowing it to get up a head of steam
before acting was taking a high risk of having to react
more strongly, perhaps strongly enough to bring on a
recession.

Nevertheless, the unemployment rate has been
below 5.5 percent for more than a year and below
5.0 percent in 1997, while inflation has shown no
signs of picking up—indeed, producer prices have
actually been falling. The Federal Reserve, except for
a quarter point tightening of the federal funds rate in
March (after months of inaction), has left the mone-
tary levers alone. Is the Federal Reserve ignoring
risks of future inflation?

The answer depends on whether the coexistence of
higher growth and lower unemployment with benign
inflation is explained by a fundamental improvement
in the structure of the economy making it less
inflation-prone, by temporary factors that might
return to “normal” and kick off an inflationary wage—
price spiral, or by some combination of the two. The
honest answer is: We do not know yet.

One surprise has been that such tight labor markets
have not resulted in more rapid increases in wages
and other labor compensation. Part of the explana-
tion, as Chairman Greenspan noted in his testimony
on July 22, may lie in less aggressive behavior on the
part of workers. Workers may be more reluctant than
previously to bargain for higher compensation or to
take drastic action, such as striking or quitting to look
for a better job. They may be reluctant because they
are insecure in the face of rapidly changing technol-
ogy, for which they fear they may not have the right
skills, because they have recent memories of com-
pany ‘‘downsizing,” or because they are less likely
than in previous tight labor markets to be members of
a union. These explanations of less aggressive worker
behavior are plausible but likely to be temporary.
Workers are not likely to get more insecure as low
unemployment continues, and union strength is
unlikely to ebb further.

Part of the explanation of moderate compensation
increases may also lie in more aggressive employer
resistance to labor cost increases than in previous
cycles. Business owners and managers appear to
believe strongly that they are operating in such
a competitive environment—whether domestic or
international—that they cannot pass cost increases on

to their customers in higher prices because they
would lose those customers to competitors overseas
or down the street. Low import prices resulting from
growing international competition and the strong dol-
lar reinforce this perception. Domestic markets have
also become more fiercely competitive as the result
of deregulation, lower transportation and communica-
tion costs, and more competitive business attitudes.
These competitive forces, well known to workers,
may give employers a plausible reason—or at least
an excuse—for strong resistance to wage and benefit
demands.

The subdued inflation rate itself, moreover, has
dampened inflationary expectations. These lower
expectations contribute both to diminished compen-
sation demands of workers and stiffer employer resis-
tance to those demands. An important contribution to
lower total compensation costs has also come from
the slowdown in the rise of health benefit costs
associated with the shift to managed care and the
general reduction in the rate of health care inflation.
It is not yet clear how much of this slowdown is
temporary.

The other surprise is that prices have shown no
reaction to the moderate compensation increases that
have occurred. Increased foreign and domestic com-
petitiveness is certainly part of the answer, but the
remarkable fact is that this competition has not gen-
erally eroded profit margins. Persistent high profits
suggest that, on the average, employers have been
able to increase productivity enough to absorb larger
compensation increases without comparable price
increases. Whether they will be able to continue to do
so is the crucial unanswered question facing mone-
tary policy makers at the moment. Measured produc-
tivity has grown slowly for more than two decades
and did not accelerate in this expansion as econo-
mists hoped it would. Nevertheless, output per hour
seems to have picked up a little recently, which is
surprising late in an expansion when productivity
increase normally slows. If productivity growth were
on the verge of sustained acceleration, a possibility
discussed in Chairman Greenspan’s testimony, it
would greatly increase the chances of higher sus-
tained growth without accelerating inflation. There
are reasons to be optimistic, but only time will tell if
the optimists are right.

WHY IS SUSTAINED GROWTH SO IMPORTANT
Now?

It is always desirable to live in an economy that is
growing at a healthy rate. The general standard of
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living rises and average people are normally better
off. Not only do private resources grow, giving con-
sumers more and better choices, but public resources
also grow, making it easier to solve public problems
and improve national and community infrastructure.
Healthy growth has to be sustainable, not bought at
the price of environmental degradation or inflationary
overheating that turns a boom into a bust.

Nevertheless, there are at least three reasons why it
seems especially important for the United States in
the next few years to do everything possible to keep
the economy growing at a healthy sustainable rate
and avoid recession.

Welfare Reform

Recent legislation requires extremely ambitious state
and federal efforts to reduce dependency and channel
large portions of the present and future welfare popu-
lation into self-supporting jobs. For these efforts to be
even moderately successful will require effective skill
training and job placement, adequate child care, and,
above all, low unemployment rates and plentiful
entry level jobs. If economic expansion continues
and labor markets remain tight, there is a good
chance that many families who would otherwise have
depended on welfare can acquire the job skills and
experience that can enable them to live more indepen-
dent and satisfying lives. If the economy slides into
recession before welfare recipients have time to
establish new skills, work patterns, and eligibility for
unemployment benefits, welfare reform is almost
certain to be a failure, if not an outright disaster.

Community Development

Partnerships for community development are begin-
ning to create new hope for some devastated areas of
big cities, smaller towns, and rural areas. Partners
include business and community groups, financial
institutions, and governments. With continued eco-
nomic growth and low unemployment, these efforts
could transform many blighted areas into viable com-
munities with decent housing and an economic base.
Recession, especially a deep one, would dry up
public and private resources and greatly reduce the
chances of successful community development.

Preparing for More Older People

Perhaps the biggest challenge to the U.S. economy
(indeed to all industrial economies) over the next

couple of decades is the prospective rise in the ratio
of elderly to working-age people. Barring a huge
increase in working-age immigrants or dramatic
increases in the length of working life, the number of
retirees will rise much faster than the working popu-
lation beginning early in the next century. No matter
what combination of public and private pensions are
used to sort out the claims of retirees to a share of the
nation’s output, the only way to guarantee a rising
standard of living for both retirees and workers is to
greatly increase the future productivity of that work-
force. A high growth economy over the next decade
could generate enough saving and investment to
make that increased future workforce productivity
feasible. Slower growth and repeated recessions
could make the burden of an aging population far
heavier and policy choices more contentious.

WHAT POLICIES ARE NEEDED?

These three challenges to the U.S. economy simply
reinforce the need to keep the economy on the high-
est sustainable growth track attainable and to keep
recessions as shallow and infrequent as possible. The
biggest problem for monetary policy at the moment is
that no one knows what growth rate is sustainable. It
may be true that the structure of the economy has
changed in ways that make a higher growth rate
sustainable without inflation than we thought pos-
sible a few years ago—or it may not be true. The
question turns on whether productivity growth has
shifted up out of the doldrums of the past couple of
decades. It is possible that it has but by no means
certain.

This leaves monetary policymakers with the diffi-
cult job of watching all the signs, weighing the risks,
and making a new judgment call every few weeks.
At the moment, there seems to be little risk of the
economy slowing down too much in the near term
and sliding into recession. Growth has already slowed
from its clearly unsustainable pace in the first quarter,
but all the current signs point to continued economic
expansion for the rest of this year and into the next.
The risks seem higher on the other side—that many
of the factors holding down inflationary pressures
will prove temporary and that the rebound of produc-
tivity necessary for higher sustainable growth will
not occur or not prove robust and durable. The Fed-
eral Open Market Committee has to weigh the risk
of slowing the economy unnecessarily against the
risk of waiting too long and having to put the brakes
on harder later. Waiting longer may increase the
possibility of overheating followed by recession. It is
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a tough call. I cannot promise we will make the right
decisions, but I can promise we will try.

It is important not to overestimate the role of
monetary policy and the Federal Reserve. Monetary
policy can help keep the economy from falling off the
sustainable growth track in either direction—either
by overheating and generating enough inflation to
unbalance the economy and threaten growth or by
chugging along too slowly with excessive unemploy-
ment. But monetary policy cannot do much to deter-
mine how high the sustainable growth rate is. How
fast the economy can grow is determined by how
rapidly the employed labor force is increasing and
how fast the productivity of that workforce is grow-
ing. There are only two ways to get more output:
Either more people work or working people produce
more (or both).

In the 1960s and 1970s, the U.S. workforce was
growing rapidly as the large baby boom generation
reached working age and women, especially mothers,
moved into the workforce in much larger proportions
than previously. But those two trends have run their
course. The labor force is likely to grow slowly over
the next few years, about 1 percent per year. The
main hope for increasing labor force growth, besides
encouraging more immigration, is that continued tight
labor markets plus increased flexibility in employ-
ment hours will gradually begin to reverse the trend
to early retirement that has reduced labor force
participation among older people. Continued employ-
ment opportunities combined with well-designed
training programs, especially in computer-related
skills, could also attract into the labor force people
who are not actively looking for work because they
do not think they have the skills to get a *“good”
job—principally older workers and young people
who have dropped out of school.

Indeed, the shortage of workers with modern tech-
nical skills may be the biggest problem facing the
U.S. economy at the moment, as well as its biggest
opportunity. As long as labor markets stay tight,
investment in skill training is likely to pay off hand-
somely both for individuals and for companies that
can retain the trained workers long enough to benefit
from their increased productivity. Public investment
in training for workers with low skills—often unsuc-
cessful when jobs are scarce—also stands a far better

chance in tight labor markets of moving workers into
jobs in which they can gain increasing skills, experi-
ence, and higher wages. Continued low unemploy-
ment rates, plus public and private investment in skill
training are essential, not only for successful welfare
reform but also for modernizing the skills of the
portion of the workforce whose real incomes and
opportunities have declined both relatively and abso-
lutely in the past couple of decades.

The other key to productivity increase, of course,
is continued investment, both public and private, in
research and development and the technology and
infrastructure needed for continuous modernization
of the economy. Stable low inflation tends to foster
long-term planning and investment by businesses and
households. A high growth economy should generate
more of the saving needed to finance the investment.
Reducing the public dissaving inherent in running a
deficit in the federal budget also adds to national
saving. Near-term reform of social security and Medi-
care in ways that add to national saving, public and
private, could make a significant contribution to
future productivity increase and hence to raising the
future rate of sustainable economic growth.

In summary, the objective of economic policy—
monetary policy included—is to keep the economy
on the highest sustainable growth path. No one knows
exactly what that rate is right now, or what it can be
in the future, but a combination of policies, intelli-
gently pursued, can raise it as far as possible. These
policies include the following:

¢ Wise monetary policy that helps the economy
expand and keeps labor markets tight without incur-
ring excessive risk of accelerating inflation

* Investment in skills by individuals, firms, and
the public and nonprofit sectors

* Increased saving (public and private) invested in
research, technology, and infrastructure.

The Federal Reserve will do its part, in the face of
huge uncertainties, to steer an appropriate monetary
policy. Fiscal and other policies, both public and
private, are needed to take full advantage of the
opportunity we have today to keep the U.S. economy
operating at a high level in the future.
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Statement by Laurence H. Meyer, Member, Board of
Governors of the Federal Reserve System, before the
Committee on Banking and Financial Services, U.S.
House of Representatives, July 23, 1997

I am pleased to have this opportunity to meet with
you this morning to discuss my views on the conduct
of monetary policy. | am well aware that, despite the
recent good performance of the economy, some mem-
bers of this committee have reservations about the
conduct of monetary policy, specifically the decision
to raise the federal funds rate Y4 percentage point on
March 25. 1 am also aware that there has been interest
by some members, particularly Congressman Frank,
in my views, specifically my views about the rele-
vance of the NAIRU (nonaccelerating-inflation rate
of unemployment) concept to understanding recent
economic performance and risks to the outlook. I
welcome the chance to discuss these issues with you
this morning.

Achieving price stability in the long run and pre-
venting an increase in inflation in the short run are
not ends in themselves. They are a means to the end,
important because they are the best way that the
Federal Reserve can contribute to achieving the high-
est sustainable level of production and the maximum
sustainable rate of growth for the American people.
This is a key point. While there may be, from time to
time, differences about how to reach these common
goals—indeed, it would be amazing if there were
not—there is no disagreement about the goals.

The history of business cycles has repeatedly
taught us that the greatest risk to an expansion comes
from failing to prevent an overheated economy. The
best way to ensure the durability of this expansion
is, therefore, to be vigilant that we do not allow the
economy to overheat and produce the inevitable rise
in inflation. Failure to heed this lesson of history
would result not only in higher inflation but also in
cyclical instability and higher unemployment rates.

One way of explaining the recent good perfor-
mance in the economy is that policymakers have
created a favorable environment for the private sector
and then gotten out of the way, allowing the natural
dynamism of our economy to operate to its potential.
Monetary policy has laid the groundwork of stable,
low inflation—an environment conducive to long-
term planning by households and businesses. Fiscal
policy has helped lower the deficit and thus has
increased national saving and reduced its competition
for funds with the private sector. Trade policy has
opened markets and increased competition, allowing
consumers access to the wider variety of goods and
increasing the pressure on producers to raise effi-

ciency and quality. Regulatory policy subjects more
and more markets to the discipline of competition.
The star of this show is the private sector. Our job is
not to mess it up. We can mess it up either by
inappropriate action or by the failure to take appropri-
ate action.

CHALLENGES IN THE GOOD NEWS ECONOMY

Recent economic performance has been extraordinar-
ily favorable. Growth over the past year has been
among the strongest in the past decade. The unem-
ployment rate has declined to the lowest level in a
quarter century. Inflation is the lowest in more than
thirty years. Equity prices have soared. Consumer
confidence is at record levels. The performance of
this “good news” economy is enough to make you
want to cheer.

I have noted on several occasions that U.S. policy-
makers, including the Federal Reserve, would prob-
ably be inclined to accept more credit for this perfor-
mance if they had forecast it or even could explain
how it was possible. Herein lie the challenges: First,
how do we explain such favorable performance, and
specifically what accounts for the favorable combina-
tion of low inflation and low unemployment? Second,
what can monetary policy do to help extend the
good performance; specifically, how should monetary
policy be positioned in light of the uncertainties in
the current environment so as to balance what I call
regularities and possibilities—regularities that sug-
gest there are limits to the economy’s productive
capacity, at any point in time, and to the growth of
capacity over time and possibilities that suggest these
limits may have become more flexible in recent years.

THE ART AND SCIENCE OF FORECASTING
AND POLICYMAKING

When I won awards for economic forecasting while
in the private sector, I was always asked about my
recipe for forecasting. My response was: Take one
part science and mix it with one part art and one part
Iuck. The science refers to the model that guided
the forecast, to the historical regularities that the
model uses to help predict future performance. The
art refers to the forecaster’s judgment. I never made a
forecast by standing back and letting the model do ail
the work. Judgment was equally important to the end
product. We constantly had to consider what parts
of the model could be trusted better than others and
what to do when some parts of the model got off



754 Federal Reserve Bulletin [] September 1997

track. That is where a forecaster earns his living and
makes his reputation. Finally, I never ignored the
contribution of good fortune to my forecasting
success.

It is not very different for policymakers. Models
and historical regularities are important underpin-
nings of any preemptive policy. Such a policy de-
pends on forecasts because you are attempting to
avoid problems that would occur if you failed to act.
But judgment is essential, too, and more so when
historical regularities are called into question, as is
the case today. A policymaker, like a forecaster, has
to adjust on the fly, before there is time to even
determine, with certainty, why the models are off
track and certainly before they can be corrected.
Historians may put this all in perspective in due time.
Perhaps. But policy is made in real time.

In recent years monetary policy has not simply
been guided by historical regularities about the rela-
tionship between inflation and unemployment inher-
ited from the 1980s and early 1990s. Rather, mone-
tary policy has been adaptive, pragmatic, and flexible
in response to evolving economic circumstances.
Such an adaptive approach does not throw out the
framework that has successfully guided forecasting
and policymaking in the past but attempts, in real
time, to adjust that approach based on the current
data.

KEY ISSUES IN THE ECONOMIC OUTLOOK

The economy appears to have slowed to near a trend
rate in the second quarter after surprisingly robust
growth in the previous quarter. The underlying funda-
mentals of the expansion continue to look quite posi-
tive. There is solid momentum in employment and
income, financial conditions are highly supporting,
and consumer confidence has soared to record levels.
I do not see any obstacles to the continuation of the
expansion, with growth near trend, through 1998.

There are in my judgment two key issues in the
outlook related to monetary policy, and these focus
on the interaction among growth, utilization rates,
and inflation. First, will growth rebound to an above-
trend rate, raising utilization rates still further? Sec-
ond, are prevailing utilization rates already so high
that inflation will begin to rise, even if growth
remains at trend? These are the same questions I
raised in my first speech after coming to the Board, in
September 1996. They are the key questions that
affected my judgment about the appropriate posture
of monetary policy over the past year, and they
remain relevant today.

ANSWERS TO YOUR QUESTIONS

Let me briefly now turn to some specific questions
that you raised in your letter of invitation or that were
the subject of Congressman Frank’s comments on my
April 24 speech.

WHAT DO I THINK OF THE NAIRU CONCEPT
AND ITS USEFULNESS TODAY?

NAIRU stands for nonaccelerating-inflation rate of
unemployment. The relationship between inflation
and unemployment, based on NAIRU, is called the
Phillips Curve.

According to this concept, there is some threshold
level of the unemployment rate (NAIRU) at which
supply and demand are balanced in the labor market
(and perhaps in the product market as well). This
balance yields a constant inflation rate. You asked
what the relationship was between full employment
and inflation. In this model, there is no relation-
ship between full employment and inflation. At
full employment, defined as the rate of unemploy-
ment equal to NAIRU, inflation is constant, but
any constant level of inflation is possible at full
employment. The rate of inflation in the long run
is therefore not determined by the unemployment
rate at all. It is determined by the rate of growth of
the money supply. This, of course, gives monetary
policy unique responsibility for inflation in the long
run,

If the unemployment rate falls below this thresh-
old, inflation rises over time, indefinitely, progres-
sively, and without limit. It is a process that feeds
upon itself, because once inflation begins to rise,
further price increases feed into wage increases. The
basic framework is based on supply and demand. At
NAIRU, supply and demand are balanced, so infla-
tion is stable, matched by expected inflation. The
trigger for increases in inflation is excess demand for
labor and goods. The unemployment rate is a proxy
for the balance between supply and demand in the
labor market, for the degree of excess demand. His-
torically the balance between supply and demand in
the product market—that is, for final goods and
services—has closely paralleled the balance in the
labor market, so that the unemployment rate has
effectively summarized the relationship between sup-
ply and demand in both the product market and the
labor market.

It has always been the case that the application
of the NAIRU concept has been more difficult in
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practice than in theory. Sometimes the Phillips Curve
has made large errors; occasionally the equation
has overpredicted or underpredicted for a consider-
able period of time. The value of NAIRU has also
varied over time, for example, in response to changes
in the composition of the labor force. Of course, if
NAIRU moves frequently without explanation, the
concept would not be very useful, either for fore-
casting or for policymaking. But the fact is that,
relative to other equations used to forecast macro-
economic performance, the Phillips Curve was one
of the most reliable, if not the most reliable, equa-
tion during the fifteen years before 1994. During
this period NAIRU either appeared to be relatively
constant or moved predictably with changing labor
force composition. More recently, there has been
a run of overpredictions, beginning in late 1994
for wages and the past year or so for prices. These
errors are the very heart of the challenge of explain-
ing the recent surprisingly favorable performance
and of the challenge of setting monetary policy today.
I will turn to the possible sources of these errors
below.

The accompanying table provides some outside
estimates of NAIRU. The sources include the Con-
gressional Budget Office (CBO), the President’s
Council of Economic Advisers (CEA), which devel-
ops, along with the Office of Management and
Budget and the Treasury Department, the economic
assumptions underlying the Administration’s budget
projections; two leading model-based forecasting
firms—DRI and Macroeconomic Advisers; and esti-
mates from Professor Robert Gordon of Northwest-
ern University, whom I consider the leading aca-
demic authority on NAIRU. All those represented in
the table view NAIRU as a central and important
concept for forecasting inflation and identifying long-
run values to which the actual unemployment rate
will gravitate. The range of estimates is from 5.4 per-
cent to 5.9 percent. Professor Gordon’s work sug-
gests that, after having fallen for a couple of years,
NAIRU has stabilized, remaining unchanged over the
past year.

Obviously, I am not alone in using this concept in
important policy work. For example, in its budget
projections, the CBO is very disciplined in assuming
that the unemployment rate gradually gravitates to
NAIRU. If we begin with an unemployment rate
below their estimate of NAIRU, the CBO assumes a
period of below-trend growth to allow the unemploy-
ment rate to return to their estimate of NAIRU and to
prevent on ongoing increase in the rate of inflation.
This is the model and forecast upon which your
budget deal is based.

Outside Estimates of the Current NAIRU
and Trend GDP Growth

Percent

Organization NAIRU Trend GDP growth
5.9 2.2
5.75 2.3
5.5 2.1
5.8 2.1
54-55 22

1. NAIRU using CPI. Current NAIRUs for PCE (personal consumption
expenditure) deflator and GDP deflator are 5.3 percent and 5.55 percent
respectively.

In the conduct of monetary policy, the process of
analysis is more decentralized. There is no single
model or forecast, no single measure of NAIRU (not
everyone on the Federal Open Market Committee
even believes that the concept is useful), no single
measure of trend growth. But each of us is dedicated
to making disciplined judgments about the economy.

I have said on several occasions that (1) I continue
to believe that NAIRU is an important and useful
concept; and (2) I believe that NAIRU is lower
recently than it had been in the 1980s. I believe that
NAIRU has declined from about 6 percent at the end
of the 1980s to about 5'2 percent currently. However,
as has always been the case and is certainly true
today, there is uncertainty about the precise estimate
of NAIRU. Clearly, many believe it is higher, as
reflected in this table. Some also believe it is lower.
I constantly re-evaluate my own estimate of NAIRU
in light of the recent data.

HOW FAST CAN THE ECONOMY GROW?

The next question you asked is how fast the economy
can grow. Over the short run, that depends on the
amount of slack in the economy. Once the economy
has moved to capacity, the maximum sustainable
growth rate is limited by the rate at which productive
capacity expands over time. This limit is generally
referred to as trend growth. Productive capacity
expands both because of increases in physical inputs
(labor and capital) and because of improvements in
technology—more people working with more and
better equipment. Once full employment is reached,
the labor force expands with increases in the working
age population, augmented by any trend in the labor
force participation rate. The contribution of growth in
capital stock and of technological improvements is
summarized in the growth in labor productivity.

The accompanying table also provides outside esti-
mates of trend growth. Note that they all fall within
a very narrow range, just above 2 percent per year.
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There has been very little change in these estimates in
recent years. About half of the increase in trend gross
domestic product is attributable to the long-term trend
in labor force growth and about half to the long-term
trend in productivity growth. The narrowness of the
range of estimates in this table should not suggest the
absence of an important degree of uncertainty about
trend growth, and 1 will consider in the next section
some reasons why trend growth could turn out to be
higher.

If output grows at the trend rate, resource utiliza-
tion rates will generally be constant. If output grows
faster than the trend rate, demand increases relative
to supply and resource utilization rates will rise. At
some point, above-trend growth will raise utilization
rates to a point where excess demand puts upward
pressure on inflation.

Note that trend growth does not cause inflation.
The higher the trend rate of growth, the better, as
Chairman Greenspan noted yesterday in his testi-
mony. And while above-trend growth itself does not
raise inflation, it does raise utilization rates which,
after some point, will result in higher inflation. I will
come back to this thought when I answer your ques-
tion about the rationale for the March 25 policy
action.

HOW DO YOU EXPLAIN THE RECENT
FAVORABLE PERFORMANCE OF INFLATION
AND UNEMPLOYMENT?

The answer here, unfortunately, is not as well as 1
would like. It is important, as a forecaster and policy-
maker, to understand how much you know and how
little you know. In this spirit, I believe that the recent
performance of the economy is to some degree a
puzzle. I cannot solve that puzzle completely, but I
am quite sure of some of the factors that have been
important, and I can speculate about some other
factors that might be important. In the final analysis,
we have to make monetary policy before we have all
the answers, though we can, and do constantly,
review our models in light of new data to refine our
thinking.

The clearest and perhaps the most important factor
is the temporary confluence of favorable supply
shocks over the past couple of years; by favorable
supply shocks, I refer to developments that have
recently lowered the prices or slowed the rate of
increase in the prices of specific goods, unrelated to
the overall balance between supply and demand in
U.S. labor and product markets. The list of favorable
shocks is well known and generally widely appreci-

ated. First, non-oil import prices have declined, in
large measure because of the appreciation of the
dollar from mid-1995 through early 1997. This has
both lowered the price of imported goods and con-
strained the pricing power of domestic firms that
compete with imports. Second, the cost of employee
benefits has risen more slowly, especially the cost of
employer-provided health care, tempering the rise in
compensation per hour. Third, most recently, energy
prices have declined sharply this year, and food prices
are increasing less rapidly. Fourth, the price of com-
puters is falling even faster, reflecting, in part, the
rapid pace of technical change.

Some believe the collection of these temporary
factors fully accounts for the recent favorable perfor-
mance of inflation, and such a view is not entirely
implausible. But I do not hold this view. 1 believe
that other longer-lasting factors may also be contrib-
uting. One possibility is an intriguing anomaly of the
current expansion. I noted above that the change
in utilization rates in the labor and goods markets
(the unemployment rate and the capacity utilization
rate) usually mirror one another over the cycle. In the
current episode, these two measures have diverged to
a greater degree than has been typical in the past.
This divergence is likely related to another defining
feature of this expansion, the investment boom which
has raised the level of net investment to the point
where the capital stock is expanding rapidly, raising
capacity and preventing the increase in demand from
overtaking supply. The unemployment rate is signal-
ing that the labor market is tight; but the capacity
utilization rate indicates that supply and demand are
well balanced, at least in the industrial sector of the
economy. As a result, there has been some upward
pressure on wages, but no pass-through to higher
price inflation. Firms report an absence of pricing
leverage because nothing gives a firm pricing power
like excess demand and there is no apparent excess
demand for U.S. firms, especially in the global mar-
ket place where there is plenty of slack abroad.

The most intriguing explanations of the recent
favorable performance are structural changes which
may have expanded the limits to productive capacity
and trend growth. These possibilities come in two
forms: structural change in the labor market which
lowers NAIRU and structural change in the product
market, specifically higher productivity growth,
which, at least temporarily, also lowers the NAIRU
and which pushes out the limit of trend growth.

One explanation for why we can sustain stable
inflation with lower unemployment is the worker
insecurity hypothesis. According to this theory, cor-
porate restructuring, globalization, and technological
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change have increased workers’ insecurity about
their jobs. As a result, workers have been willing to
accept some restraint on their real wages in order to
increase their prospects of remaining employed, lead-
ing to a more moderate rate of increase in wages than
would otherwise have occurred at any given rate
of unemployment. While this is consistent with a
decline in the NAIRU, we cannot very precisely test
the worker insecurity hypothesis itself. But it does fit
some of the facts of the current labor market experi-
ence. My conclusion is that NAIRU has declined,
even taking into account the role of temporary fac-
tors, though I cannot pin down definitely the source
of the decline. I am simply adjusting my estimate to
the data. The worker insecurity hypothesis is a pos-
sible explanation.

An example of a product market structural change
would be an increase in trend productivity growth.
This is clearly the most intriguing of all the potential
explanations because it ties together so many puzzles.
It can explain why we are in a midst of an investment
boom, why the profit share of income has been rising,
why inflation is so well contained, and why stock
prices have soared. The only problem is the data. It is
true that productivity has increased more rapidly
recently. This is not clear-cut evidence of a shift in
the productivity trend, however, because productivity
normally accelerates when output growth rises, as
it has over the past year. There is, however, some
support for the view that we are experiencing a
speed-up in the trend rate of productivity growth. For
example, if we measure productivity from the income
side rather than the product side of the national
accounts, we do observe a sharper acceleration in
productivity. This income-side measure of productiv-
ity provides at least a tantalizing hint of an increase
in trend productivity growth. This would also be
consistent with a considerable number of reports by
businesses that they are realizing new efficiencies in
production, both through corporate reorganization
and through the application of new technology.

WHAT WAS THE RATIONALE FOR THE
MARCH 25 TIGHTENING?

The discussion of the rationale for the March 25
policy move to follow is my personal view. During
the period from June 1996, when I joined the Board,

through February 1997, utilization rates had remained
in a very narrow range, in the case of the unemploy-
ment rate only a shade below my estimate of NAIRU.
Recall that the unemployment rate averaged 5.4 per-
cent in 1996. There was some risk that utilization
rates were already so high that inflation might
increase over time, but this risk was not clear enough,
in my judgment, to justify action. I viewed growth as
either close to trend already or about to slow to trend,
implying that there was negligible risk that utilization
rates would rise further. So, before March 25, the
Federal Reserve’s posture was one of ““watchful wait-
ing,” but with an asymmetric directive, based on the
judgment that the risks were weighted toward higher
inflation.

In March, my view was that there was sufficient
momentum in growth to justify a forecast that utiliza-
tion rates would rise materially further, in the absence
of a change in policy. The policy action was clearly a
preemptive one, based not on inflation pressures evi-
dent at the time but on inflation pressures likely to
emerge in the absence of policy action. As the Chair-
man has repeatedly emphasized, lags in the response
to monetary policy make it imperative that monetary
policy be forward looking and anticipatory, not back-
ward looking and reactive.

One of the principles of prudent monetary policy
management, in my judgment, is to lean gently
against the cyclical winds. This means that when
growth is above trend and utilization rates are
increasing, it is often prudent to allow short-term
rates to rise. Monetary policy should not sit on inter-
est rates and wait until the economy blows by capac-
ity and inflation takes off. To do so would risk a
serious boom-bust cycle and would require abrupt
and decisive increases in interest rates later to regain
control of inflation. A small, cautious step early is the
recipe for avoiding the necessity of a sharper destabi-
lizing move later on.

What does the record show? Growth was much
stronger in the first quarter than I had anticipated and
appears to have slowed to trend in the second quarter.
The legacy of the robust first-quarter growth was a
decline in the unemployment rate to below 5 percent
in the second quarter. I call the March 25 move, as
a result, “‘just-in-time” monetary policy. I believe it
was prudent. I voted in favor of it because 1 thought it
would help to prolong the expansion and contribute
to the goal of maximum sustainable employment and
maximum sustainable growth.
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Statement by William J. McDonough, President, Fed-
eral Reserve Bank of New York, before the Committee
on Banking and Financial Services, US. House of
Representatives, July 23, 1997

I welcome the opportunity to appear before the Com-
mittee on Banking and Financial Services this morn-
ing to provide my views on the conduct of monetary
policy in conjunction with the semiannual report to
Congress under the Humphrey—Hawkins Act. There
can be no doubt that the ultimate goal of monetary
policy in the United States today must be to achieve
the highest level of sustainable economic growth,
which, in turn, will promote the highest possible
standard of living for all our citizens and the greatest
number of jobs. But in saying this, I want to be clear
as to what we can expect monetary policy to do and
what we know it cannot do.

What monetary policy can do is to anchor inflation
at low levels over the long term and thereby lock in
inflation expectations. In addition, monetary policy
can help offset the effects of financial crises as well
as prevent severe downturns of the economy.

Over the past twenty years, a widespread consen-
sus has emerged among policymakers and econo-
mists that a monetary policy to stimulate output and
reduce unemployment beyond its sustainable level
leads to higher inflation but not to lower unemploy-
ment or higher output. Moreover, although some
countries have managed to experience rapid growth
in the presence of high inflation rates, often with
the help of extensive indexation, none has been able
to do so without encountering severe difficulties at
a later stage. It is thus widely recognized today that
there is no long-run tradeoff between inflation and
unemployment. As a result, we have witnessed a
growing commitment among central banks through-
out the world to price stability as the primary goal of
monetary policy.

One point is worth emphasizing: Allowing even
a moderate level of inflation to persist without a
commitment to bring that level downward toward
price stability permits—and may even encourage—
expectations for still sharper price rises in the future.

What monetary policy cannot do, in and of itself, is
produce economic growth. Economic growth stems
from increases in the supply of capital and labor and
from the productivity with which labor and capital
are used, neither of which is directly influenced by
monetary policy. However, without doubt, monetary
policy can help foster economic growth by ensuring a
stable price environment.

Some would argue that establishing price stability
as the primary goal of monetary policy means that a

central bank would no longer be concerned about
output or job growth. I would like to make explicit
for the record that I believe this view to be simply
wrong. Price stability is the absolutely essential
means to produce sustained economic growth. More-
over, there need be no inconsistency between seeking
long-run price stability and leaning against short-run
business cycles. Indeed, a stable price and finan-
cial environment that the public expects to persist
almost certainly will enhance the capacity of mone-
tary policy to fight occasions of cyclical weakness
in the economy. This is a key point—and is often
overlooked.

In my view, a goal of price stability requires that
monetary policy be oriented beyond the horizon of its
immediate impact on inflation and the economy. This
horizon is about two to three years, and it is impor-
tant, in part, because it sets the stage for what comes
later. But the longer-run purpose of today’s policy
actions should be to lay the foundation for price
stability and sound economic growth over the coming
decade.

This orientation properly puts the focus of a
forward-looking policy on the time horizon most
important to household and business planning. This
is the horizon that is relevant for the definition of
price stability articulated by Chairman Greenspan:
that price stability exists when inflation is not a
consideration in household and business decisions.

A central bank’s commitment to price stability
over the longer term, however, does not mean that
the monetary authorities can ignore the short-term
impact of economic events. It is important to recog-
nize that, even if we set ourselves successfully on the
path to price stability and even if, as a result, price
expectations are contained, we still will not have
eliminated all sources of potential inflation. The real-
ity is that monetary policy is only one of many
influences on the economy.

For example, supply shocks that drive prices up
sharply and suddenly—such as the two oil shocks of
the 1970s—are always possible. In such an eventual-
ity, the appropriate monetary policy consistent with a
goal of price stability would not be to tighten precipi-
tously but rather to bring inflation down gradually
over time as the economy adjusts to the shift in
relative prices. In the event of a shock to the finan-
cial system, the appropriate monetary policy might
require a temporary reflation.

As you can see, I believe that monetary policy
must be exercised cautiously. Why do I say this?
Because the economy is not perfectly flexible and
pushing hard in the face of rigidities can cause unnec-
essary problems. For example, contracts, especially
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wage contracts, can outlast a good part of, or even
exceed the duration of, short-term shocks. In the
short term, therefore, monetary policy must accept as
given the rigidities in wages and prices that these
contracts create. Abrupt shifts in policy, given these
rigidities, especially a monetary tightening in the face
of wages that are unlikely to be cut, can cause unac-
ceptable rises in unemployment and drops in output.

In my view, therefore, a key principle for monetary
policy is that price stability is a long-term goal and a
means to an end—to promote sustainable economic
growth. But even if we agree that price stability must
be the primary long-term goal of monetary policy,
what exactly does price stability mean in practice?
We know that, as currently measured, a zero inflation
rate is not the same thing as price stability. This is
because of well-known errors in measuring inflation
that stem from many factors, including how qual-
ity improvements and new products are valued in
the consumer price index. Although there is much
research on this topic, economists and policymakers
cannot agree upon a single number for the magnitude
of this measurement error. In most studies, the error
has been estimated to range from (.5 percent to
2.0 percent. Therefore, as a practical matter, price
stability may best be thought of as an inflation rate,
measured by the consumer price index (CPI), falling
somewhere within this range.

But, we may well ask, why is price stability so
important and so desirable? Price stability is both
important and desirable because a rising price level—
inflation—even at moderate rates, imposes substan-
tial costs on society. These costs are both economic
and social. The economic costs entail, for example,
the following: (1) increased uncertainty about the
outcome of business decisions; (2) negative effects
on the cost of capital resulting from the interaction of
inflation with the tax system; (3) reduced effective-
ness of the price and market systems; and (4) in
particular, distortions that create perverse incentives
to engage in nonproductive activities.

The costs of inflation-induced nonproductive
activities—such as tax code dodges or overinvest-
ment in the financial sector—decrease the resource
base available to an economy for growth. A move to
price stability gives an economy the necessary incen-
tives to shift resources back to productive uses.

Rapid moves toward price stability from high infla-
tion, however, do have their costs under certain cir-
cumstances. | have already described the rigidities
caused by contracts. The overdevelopment of a sector
for no reason other than the inflation rate is another
of those circumstances. The removal of the distortion-
ary incentive—inflation—Ileads to a rapid transfer of

resources out of that sector, causing unemployment
and business failures to follow: What was boom,
goes bust. Countries that have seen overexpansion of
the financial sector have experienced the sharp con-
traction of that sector when inflation finally was
brought down. This implies an additional argument
for price stability. Namely, in a low-inflation environ-
ment, these boom-bust cycles created by distortion-
ary incentives are less likely to emerge and can be
more easily contained when they arise.

The avoidance of such unnecessary boom-bust
cycles also limits the serious social costs that infla-
tion can impose. These social costs are all too often
underestimated in economists’ typical calculations of
inflation’s costs. For one, inflation may strain a coun-
try’s social fabric, pitting different groups in a society
against each other as each group seeks to make
certain its wages keep up with the rising level of
prices. Moreover, as we all know, inflation tends to
fall particularly hard on the less fortunate in society,
often the last to get employment and the first to lose
it. These people do not possess the economic clout to
keep their income streams steady, or even buy neces-
sities, when a bout of inflation leads to an increase in
prices they must pay. When the bust comes, they also
suffer disproportionately by being among the first to
lose their jobs. They also are not users of sophisti-
cated financial instruments to protect their modest
savings from confiscation by inflation.

There can be no doubt that a stop—go, boom-bust
economy significantly reduces the overall economic
welfare of its citizens. Such an economy produces
serious and dangerous tensions within a society
because the benefits and pain of an inflationary envi-
ronment are unequally distributed. Because of these
realities, I am convinced that price stability is impor-
tant and desirable not simply for purely economic
reasons but for broader public policy reasons as
well.

In a word, I believe that the less fortunate in our
society particularly benefit from an environment of
price stability and the economic growth that it fos-
ters, as we currently are seeing in our economy.
Sustained economic growth brings a lower level of
unemployment, higher labor force participation, and
greater availability of jobs to those who are not easily
hired because they need more training and help from
their employers. Over the long term, I am convinced
strong economic growth can be sustained only if the
benefits of the economic pie—more and better jobs,
higher incomes, improved housing, and a higher
standard of living—are shared by all parts of our
society—rich and poor, skilled and less skilled.
Unless all parts of society share in—and therefore
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have a stake in—economic growth, we cannot have
the social and political cohesion that is essential to
sustain growth.

From a personal perspective, 1 am convinced that
much of the success the Federal Reserve has had in
containing inflation in recent years reflects monetary
policy actions that preempted inflationary pressures
before they actually showed up in general prices.
When the Federal Reserve began firming monetary
conditions in February 1994, it did so because of the
potential it saw for inflation re-emerging. The main
reason we need a preemptive approach, in my view,
is because monetary policy works with uncertain and
long time lags. Although most of its effects on output
take place within one to two years, its effects on
inflation take even longer—over a three-year time
frame, which is the appropriate horizon for monetary
policymakers.

When one stands back and considers monetary
policy over the past several decades, the case is
strengthened for a preemptive approach to squeeze
off incipient inflation before it shows through in
broader price increases. Economic analysis has
shown not only that an overheating economy has a
strong effect in raising inflation but also that reducing
inflation is a very painful process. We learned these
lessons during the long and costly disinflation of the
early 1980s, after the explosion of inflation in the
1970s. Thus, both analysis and experience reinforce
the need for preemptive monetary policy actions.

Failure to contain inflationary pressures at an early
stage makes it much costlier to deal with inflation
later.

Because of its long and variable lags, monetary
policy also requires of Federal Reserve officials the
experience and courage to deal with what will always
be a level of uncertainty. The Federal Open Market
Committee has been willing to deal with the uncer-
tainty caused by the overestimation of inflation and
the underestimation of growth of most economic
models in the past year or more. In my view, the
Committee’s policy has been an important ingredient
in the excellent economic performance we have been
enjoying.

I believe that there is broad support within the
United States today for a rigorous and consistent
anti-inflation policy. Moreover, I am pleased by the
credibility the Federal Reserve appears to have
earned in controlling inflation over the past several
years, while encouraging both growth of the real
economy and financial system stability.

Finally, T am convinced that no central bank can
maintain price stability over the longer term without
public support for the necessary policies. Only with
the confidence of the public in their policies and their
own vigilance in implementing these policies can
central banks in democracies ultimately succeed in
achieving price stability to maximize economic
growth. This is the goal we at the Federal Reserve
work toward each day.

Statement by Alice M. Riviin, Vice Chair, Board of
Governors of the Federal Reserve System, before the
Committee on Banking and Financial Services, U.S.
House of Representatives, July 29, 1997

1 am pleased to be here today to discuss the Federal
Reserve’s planning process and the efforts we are
making to measure and improve our performance in
the spirit of the Government Performance and Results
Act (GPRA). I am personally a long-term proponent
of GPRA and worked hard on its implementation
when I was at the Office of Management and Budget.
While the Federal Reserve does not receive appropri-
ated funds and is not, strictly speaking, covered by
the act, we are eager to participate in the processes
and activities set forth in the act. GPRA fits well with
the new efforts the Federal Reserve has undertaken to
plan further ahead, to use our resources more effec-
tively, and to coordinate activities across the whole

System more explicitly. The testimony is a brief
progress report on those efforts.

PLANNING AT THE FED

In its briefest form, the Federal Reserve’s mission is
to “foster the stability, integrity and efficiency of the
nation’s financial and payment systems so as to pro-
mote optimal macroeconomic performance.” This
mission derives directly from the Federal Reserve
Act of 1913, which established the Federal Reserve
as the nation’s central bank, and has three main
elements:

* To formulate and conduct monetary policy
toward the achievement of maximum sustainable
long-term growth; price stability fosters that goal.
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* To promote a safe, sound, competitive, and
accessible banking system and stable financial mar-
kets through supervision and regulation of the
nation’s banking and financial systems; through its
function as the lender of last resort; and through
effective implementation of statutes designed to
inform and protect the consumer.

 To foster the integrity, efficiency, and accessibil-
ity of U.S. dollar payments and settlement systems;
issue a uniform currency; and act as the fiscal agent
and depository of the U.S. government.

The activities involved in carrying out this broad
mission are extremely diverse, ranging from setting
short-term interest rates to processing checks and
cash to examining depository institutions. Allocation
of the resources the Federal Reserve uses to do its job
depends heavily on the state of the economy (both
national and international), how well or badly the
financial services system is functioning, and what
additional tasks (such as implementation of the Com-
munity Reinvestment Act and expansion of our over-
sight of foreign banks operating in the United States
pursuant to the Foreign Bank Supervision Enhance-
ment Act of 1991) the Congress assigns to us.

To carry out this muitifaceted mission, the Con-
gress established a highly decentralized Federal
Reserve System with a complex governance struc-
ture. Leadership and direction are vested in the Board
of Governors, but only about 1,700 staff members
(out of about 24,900) work for the Board in Washing-
ton. The regional Reserve Banks carry out the bulk
of operations and have substantial autonomy. As a
result, planning and resource allocation at the Federal
Reserve have historically been quite decentralized,
and major changes have required painstaking consen-
sus building across the Board—Bank structure.

The regional structure of the Federal Reserve is
one of its great strengths. The twelve regional Fed-
eral Reserve Banks work closely with the banks in
their region and are closely tied into their regional
economies. The development of Federal Reserve pol-
icy is greatly enriched by the in-depth knowledge that
the regional banks have of the industrial, agricultural,
and financial forces shaping different parts of the
economy. The challenge confronting strategic plan-
ning at the Federal Reserve is to find a balance
between decentralized regional planning, which pre-
serves the strengths of the regional structure, and the
need for a more comprehensive national plan aimed
at increasing efficiency by rationalizing the allocation
of resources across regions and functions.

In recent years, major changes have occurred in the
allocation of Federal Reserve resources in response

to unfolding events. When serious problems devel-
oped in the banking industry in the 1980s and
in response to increased supervisory responsibility
for foreign banking entities, more Federal Reserve
resources were channeled into supervision and regu-
lation. Rapidly changing technology, especially tele-
communications and automation, has revolutionized
Federal Reserve operations and required considerable
investment in hardware, software, and expertise.
Consolidation of the banking industry, evolution of
payment systems patterns and technology, growth in
derivatives, globalization of financial services, con-
cerns about equal credit opportunity and fair housing
issues, efforts to reduce systemic risk in the payments
area, and changes in monetary aggregates have all
caused planning and resource adjustments.

Rapid technological change has also created
opportunities for Systemwide efficiencies resulting
from consolidation of activities in one or more
Reserve Banks. A number of the twelve regional
banks have developed specialized activities serving
other regions. For example, FRAS (Federal Reserve
Automation Services) is headquartered in Richmond
but provides mainframe data processing and data
communications services to all parts of the System.
This consolidation and specialization has enabled
the Reserve Banks to centralize operations of many
of their mission critical applications such as Fedwire,
automated clearinghouse (ACH), and accounting.
Continued technological advance, as well as further
consolidation in the financial services industry, is
likely to lead to further specialization among regional
Federal Reserve Banks.

NEW STRATEGIC PLANNING ACTIVITIES

In the face of accelerating change, the Federal
Reserve recently recognized the need for a more
comprehensive planning framework. In 1995, a
System Strategic Planning Coordinating Group was
appointed, consisting of Board members, Reserve
Bank presidents, and senior managers, representing
the full range of the Federal Reserve’s activities. This
group produced an ‘“‘umbrella” framework, designed
to enable the Board, the Reserve Banks, and prod-
uct and support offices to produce their own more
detailed plans and decision documents under the
“umbrella.”

This framework, which is the basis for the docu-
ment submitted to the House and Senate Banking
Committees, sets forth the mission of the Federal
Reserve referred to above. It also discusses the
“values” of the Federal Reserve, its goals and objec-
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tives, and key assumptions as well as the external and
internal factors that could affect the achievement of
those goals and objectives. With the overall frame-
work as a reference point, strategic planning activi-
ties are proceeding with new energy at the Reserve
Banks, at the Board, and with respect to crosscutting
major functions such as the payments system and
bank supervision and regulation.

Individual Reserve Banks have reviewed their
operations from the ground up and reassessed their
structure and effectiveness in carrying out their mis-
sions. Some of the Banks have launched fundamental
re-engineering efforts that are resulting in substantial
changes in management structure and operations. The
Federal Reserve Bank of Chicago calls its effort
“Fresh Look;” the Federal Reserve Bank of Cleve-
land is engaged in “Transformation: 2000.”

Board Planning and Budgeting

At the Board, we have restructured the annual plan-
ning and budget process to put more emphasis on
planning (and less on detailed line-item budgeting),
to lengthen the planning and budgeting horizon, and
to involve the Board itself more heavily in setting
priorities. To this end, we have established a Budget
Committee of the Board (consisting of myself and
Governors Phillips and Kelley) assisted by a staff
planning group drawn from across the major func-
tions of the Board. We are working with a four-year
planning horizon and intend to produce the Board’s
first biennial budget (1998-99) to go into effect on
January 1, 1998. Our hope is that the new process
and structure will give the Board a better understand-
ing of the options it faces with respect to alternative
ways of carrying out the Federal Reserve’s mission
and a clearer basis for deciding on priorities.

Payments System Study

A major study of the Federal Reserve’s role in the
payments system, currently under way, is another
example of strategic planning with respect to a
major portion of the Federal Reserve’s activities,
under the general umbrella of the strategic planning
framework.

Because payments technology and the structure of
the financial services industry are changing rapidly, it
seemed important to focus both on how the payment
system was evolving (and should evolve) and what
role the Federal Reserve should play in that evolu-
tion. The United States is amazingly dependent on

paper checks—Americans wrote 64 billion checks in
1996—while most of the industrial world is shifting
rapidly to more efficient electronic-based payments.

The study, directed by a committee of two Gover-
nors and two Federal Reserve Bank presidents, has
drawn on analytic resources across the Federal
Reserve System and outside. We began by examining
the consequences of substantially altering the role of
the Federal Reserve in the retail payments system
(checks and wire transfer system known as ACH).
We analyzed the impact of scenarios ranging from
withdrawal of the Federal Reserve from the check
and ACH markets to more aggressive leadership by
the Federal Reserve in making the payment system
more efficient and less dependent on paper.

To get maximum input from the participants in the
payment system—banks, clearinghouses, vendors,
consumers, and others—in helping us assess alterna-
tives for the future, we held a series of “forums”
around the country in May and June. We had enthusi-
astic and extremely helpful participation from a wide
range of institutions. We learned a lot from the pro-
cess and are now reassessing the alternatives, con-
ducting additional analyses, and preparing to present
preliminary options to the Board. 1 look forward to
sharing the study with this committee.

The payments area is a good example of the
dilemma posed for planners by rapid technological
change. While rapidly evolving technology makes
focusing on future options imperative, it also makes
it extremely important to remain flexible. Laying out
a blueprint for the payments system of the next ten
or even five years, and rigidly following it, would
almost certainly be a mistake. The technology is
moving so rapidly that investments made now may
well be obsolete in a short time.

PERFORMANCE MEASURES

A major theme of the GPRA is the identification of
specific measures of performance of projects and
programs that can be used to evaluate their effective-
ness. As in most organizations, performance meas-
urement at the Federal Reserve is more advanced—
and more feasible—in some types of activities than in
others.

In the payment services areas, the Reserve Banks
have measured their performance through various
financial measures for many years. For example, the
Monetary Control Act of 1980 imposes market disci-
pline on the Federal Reserve by requiring it fully to
cover its costs of providing services to depository
institutions, and compliance with this requirement is
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monitored closely. Frequently, private competitors
provide or could provide these services, and our
ability to recover our costs, adjusted to include a
factor for imputed profits, taxes, and cost of capital,
help determine whether it is beneficial for the econ-
omy that we stay in the business. In addition, the
Federal Reserve has traditionally measured unit costs
for its financial services and has developed various
indexes that allow a Reserve Bank to measure its cost
performance over time and in comparison with other
Reserve Banks. Private sector benchmarks are also
being developed. The Federal Reserve also tracks
quality measures for many Reserve Bank services.
Finally, the Federal Reserve monitors the progress
of the Reserve Banks against various strategic
objectives.

Similarly, in bank supervision, the Federal Reserve
has long used a variety of measures of the effective-
ness of its examination process, but the measurement
challenge has taken on new importance as super-
vision becomes more automated and more focused
on analyzing risk. To meet this challenge, the Federal
Reserve is working closely with other regulators to
standardize and improve examination techniques and
has established a steering committee to oversee
implementation of a risk-focused examination pro-
gram and to design a management information sys-
tem that will permit the Board to evaluate better the
efficient use of examination resources among the
Reserve Banks. For instance, supervisory data are
used to determine in advance of on-site examinations
what factors (CAMELS rating, asset size, location,
and loan types) are most predictive as to the resources
needed for examinations, and which institutions,
particular lending areas, or other service lines may
require more intensive review. Such programs are
low-cost because they use information that we

already collect and are effective and cost-saving
because they provide a systematic way to plan and
prioritize our time and resources.

In other areas, such as the research and statistical
analysis on which monetary policy is based, perfor-
mance measurement is—and will remain—far more
problematic. The performance of the economy itself
is not so hard to measure and right now is highly
positive. But it is not clear how much of the eco-
nomic progress can be attributed to monetary policy
and even less clear how particular monetary policy
actions are related to the quality and quantity of
research and analysis produced by the Fed’s research
staff.

CONCLUSION

GPRA provides the opportunity for a major improve-
ment in the management and effectiveness of federal
agencies. It provides the impetus for agencies to
clarify their missions and objectives, measure their
performance better, and improve their efficiency and
effectiveness. It must, however, avoid the risk of
becoming, like some previous efforts to improve gov-
ernment management, largely a paper exercise that
produces many numbers and reports but few real
results.

The Federal Reserve welcomes the opportunity to
participate in the GPRA process. We will work hard
to fulfill the vision of the framers of the act and avoid
the pitfalls. We will have to respond in ways that are
appropriate to the Federal Reserve’s diverse missions
and decentralized structure. I believe we have made
significant progress toward the GPRA-type strategic
planning and are on the track to making more in the
immediate future.

Statement by Edward W. Kelley, Jr., Member, Board
of Governors of the Federal Reserve System, before
the Subcommittee on Financial Services and Tech-
nology of the Committee on Banking, Housing, and
Urban Affairs, US. Senate, July 30, 1997

I am pleased to appear before the subcommittee
today to discuss the Federal Reserve’s efforts to
address the Year 2000 computer systems problem. I
will discuss what action is being taken by the Federal
Reserve System to address internal systems, our
supervisory efforts, coordination with the industry,
and contingency planning.

YEAR 2000 READINESS

It is crucial that the Federal Reserve maintain reliable
services to the nation’s banking system and financial
markets. | want to assure you that the Federal Reserve
is giving the Year 2000 its highest priority, commen-
surate with our goal of maintaining the stability of
the nation’s financial markets and payments systems,
preserving public confidence, and supporting reliable
government operations.

The Federal Reserve System has developed and
is executing a comprehensive plan to ensure its own
Year 2000 readiness, and the bank supervision func-
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tion is well along in a cooperative, interagency effort,
to promote early remediation and testing by the
industry. The supervision function is completing an
assessment of the industry’s readiness, will examine
every bank subject to our jurisdiction by mid-1998,
and will review their progress as part of all examina-
tions conducted throughout the remaining months
before the millennium.

We are taking a comprehensive approach to pre-
paredness that includes assessments of readiness,
remediation, testing, and updating proved plans and
techniques used during other times of operational
stress in order to be prepared to address potential
century data change difficulties. All Federal Reserve
computer program changes, as well as system and
user-acceptance testing, are scheduled to be com-
pleted by year-end 1998. Further, critical financial
services systems that interface with customers will be
Year 2000 ready by mid-1998, permitting approxi-
mately eighteen months for customer testing.

Many top personnel in the Federal Reserve System
are working hard to manage this initiative. Our staff
is putting in many extra hours to prepare for testing
with customers, planning for business continuity in
the event of any unanticipated internal systems prob-
lem, and enhancing our ability to respond to possible
operating failures of depository institutions. While
there are challenges before us, I can report that we
expect to be fully prepared for the century date
change.

FEDERAL RESERVE READINESS

The Federal Reserve recognized the potential prob-
lem with two-digit date fields more than five
years ago when we began consolidating our main-
frame data processing operations. Our new central-
ized mission-critical applications, such as Fedwire
funds transfer, book-entry securities, and automated
clearinghouse, were designed from inception with
Year 2000 compliance in mind. The mainframe con-
solidation effort also necessitated extensive applica-
tion standardization, which required us to complete a
comprehensive inventory of our mainframe applica-
tions, a necessary first step to effective remediation.
Like our counterparts in the private sector, the Fed-
eral Reserve System still faces substantial challenges
in achieving Year 2000 readiness. These challenges
include managing a highly complex project involving
multiple interfaces with others, ensuring the readi-
ness of vendor components, ensuring the readiness of
applications, testing, and establishing contingency

plans. We are also faced with labor market pressures
that call for creative measures to retain staff mem-
bers who are critical to the success of our Year 2000
activities.

According to industry experts, one-quarter of an
organization’s Year 2000 compliance efforts are
devoted to project management. Managing prepa-
rations for the century date change is particularly
resource-intensive given the number of automated
systems to be addressed, systems interrelationships
and interdependencies, interfaces with external data
sources and customers, and testing requirements. In
addition, Year 2000 preparations must address com-
puterized environmental systems such as power, heat-
ing and cooling, voice communications, elevators,
and vaults. In the case of the Federal Reserve, man-
agement of this project is particularly challenging
because it requires coordination among Reserve
Banks, the Board of Governors, government agen-
cies, numerous vendors and service providers, and
approximately 13,000 customers.

In late 1995, a Federal Reserve Systemwide project
was initiated, referred to as the Century Date Change
(CDC) project, to coordinate the efforts of the
Reserve Banks, Federal Reserve Automation Ser-
vices (FRAS)—the Reserve Banks’ centralized main-
frame data processing and data communications
services organization—and the Board of Governors.
Our project team is taking a three-part approach to
achieve its objectives, focusing on planning, readi-
ness, and communication. Our planning began with a
careful inventory of all applications and establish-
ment of schedules and support mechanisms to ensure
that readiness objectives are met. The readiness
process involves performing risk assessments, modi-
fying automated systems, and testing internally and
with depository institutions, service providers, and
government agencies. Finally, we are stressing effec-
tive, consistent, and timely communication, both
internal and external, to promote awareness and com-
mitment at all levels of our own organization and the
financial services industry, more generally. Some of
our most senior executives are leading the project,
and the Board is now receiving formal status reports
at least every sixty days. Any significant compliance
issues will be reported to the Board immediately.

A significant challenge in meeting our Year 2000
readiness objectives is our reliance on commercial
hardware and software products and services. Much
of our information processing and communications
infrastructure is composed of hardware and software
products from third-party vendors. Additionally, the
Federal Reserve utilizes commercial application soft-
ware products and services for certain administrative
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functions and other operations. As a result, we must
coordinate with numerous vendors and manufactur-
ers to ensure that all of our hardware, software, and
services are Year 2000 ready. In many cases, compli-
ance will require upgrading, or even replacing, equip-
ment and software. We have completed an initial
inventory of vendor components used in our main-
frame and distributed computing environments, and
vendor coordination and system change are progress-
ing well.

As we continue to assess our systems for Year
2000 readiness, we are preparing a central environ-
ment for testing our payment system applications.
We are establishing isolated mainframe data process-
ing environments to be used for internal testing of all
system components as well as for testing with deposi-
tory institutions and other government agencies.
These environments will enable testing for high-risk
dates such as year-end 1999, beginning of year 2000,
and February 29, 2000 (leap year). Testing will be
conducted through a combination of future-dating
our computer systems to verify the readiness of our
infrastructure and testing critical future dates within
interfaces to other institutions. Our test environ-
ments will be available to our customers for testing
on a twenty-four hour basis, six days a week. Net-
work communications components will also be tested
and certified in a special test lab environment at
FRAS.

The testing effort for Year 2000 readiness within
the Federal Reserve will be extensive and complex.
Industry experts estimate that testing for readiness
will consume about half of total Year 2000 project
resources. To leverage existing resources and proc-
esses, we are modeling our Year 2000 testing, both
internally and with depository institutions, on proved
testing methods and processes. Our customers are
already familiar with these processes and testing
environment. We will finalize and distribute our
testing strategy to depository institutions by the end
of September this year and begin coordinating test
schedules January 1998. As I noted earlier, the
Reserve Banks are targeting June 1998 to commence
testing with their customers, which allows an
eighteen-month time period for depository institu-
tions to test their systems with the Federal Reserve.

The next challenge I would like to discuss regards
retaining staff members critical to the success of the
project. As I mentioned earlier, we have placed a high
priority on our CDC project and as such have allo-
cated many of the best managers and technical staff
in the Federal Reserve System to work on the project.
The information technology industry is already
experiencing market pressures due to the increased

demand for technical talent. As the millennium draws
closer, the global market requirements for qualified
personnel will intensify even further. We are respond-
ing as necessary to these market-induced pressures
by offering incentives to retain staff members in
critical, high-demand positions.

Our focus at the Board goes beyond the immediate
need to prepare our systems and ensure reliable
operation of the payments infrastructure. We are also
working hard to address the supervisory issues raised
by Year 2000 and are developing contingency plans
that I will discuss later.

SUPERVISION PROGRAM

Banks rely heavily on their automated information
processing and telecommunications systems to par-
ticipate in the global payments system, to exchange
information with counterparties and regulatory agen-
cies, and to manage their internal control systems and
sophisticated computer equipment. As a bank super-
visor, the Federal Reserve has worked actively with
the other banking agencies to advise the industry of
our concerns and to develop a thorough understand-
ing of the industry’s readiness. In this regard, the
Federal Reserve is closely monitoring Year 2000
preparations and compliance of the institutions we
supervise so that we can act aggressively to identify
and resolve problems that arise.

Early this year, the Federal Reserve and the other
regulatory agencies developed a uniform Year 2000
assessment questionnaire to collect and aggregate
information on a national basis. We have received
more than 1,000 responses from financial organiza-
tions and service providers supervised by the Federal
Reserve. Based on these responses and other informa-
tion, we believe the banking industry’s awareness
level has improved substantially during 1997 and is
reflected in the intensified project management, plan-
ning, budgeting, and renovation efforts that have
been initiated.

Generally speaking, the nation’s largest banking
organizations have done much to address the issues
and have devoted significant financial and human
resources to preparing for the century date change.
Many larger banks are already renovating their
operating systems and have commenced testing of
their critical applications. Large organizations appear
capable of renovating their critical operating systems
by year-end 1998 and will have their testing well
under way by then. Some of these organizations have
recently come to realize that their initial resource and
cost estimates to address this project need to be
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raised, given the magnitude of the tasks to be per-
formed and the growing scarcity of available pro-
gramming staff with the skills necessary to renovate
older systems.

Smaller banks, including the U.S. offices of foreign
banks and those dependent on a third party to provide
their computer services, are generally aware of the
issues and are working on the problem; however,
their progress is less visible and will be carefully
monitored as part of our supervision program. Many
of these organizations appear to have underestimated
the efforts necessary to ensure that their systems will
be compliant. Accordingly, we will direct significant
attention to ensure that these banks intensify their
efforts to prepare for the Year 2000. We intend to
update our assessment periodically to maintain a
current awareness of the industry’s readiness.

Our focus on the industry’s readiness began last
year, when the Federal Reserve commenced examin-
ing banks’ plans and initiatives for the century date
change. Through mid-year 1998 we will continue this
program and conduct a thorough Year 2000 prepared-
ness examination of every bank, U.S. branch and
agency of a foreign bank, data processing center, and
service provider that we supervise. Our examination
program includes an extensive review of each institu-
tion’s Year 2000 project management plans to evalu-
ate their sufficiency, to ensure the direct involvement
of senior management and the board of directors, and
to monitor their progress against the plan. Our exam-
iners are actively engaged in ensuring that the board
of directors and senior management are addressing
the issues and assembling the necessary resources.
Based on the examination results and the findings
collected during the current assessment program, we
are identifying those institutions that require intensi-
fied supervisory attention and establish our priorities
for subsequent examinations.

PUBLIC AWARENESS

We are mindful that extensive communication with
the industry and the public is crucial to the success of
our efforts. Our public awareness program includes
communications related to our testing efforts and
our overall concerns about the industry’s readiness.
We continue to advise our customers of the Federal
Reserve’s plans and time frames for making our
software Year 2000 ready. We have inaugurated a
Year 2000 newsletter and have just published our first
bulletin addressing specific technical issues. Copies
of our recent newsletter and the bulletin are pro-

vided as Attachments 1 and 2 respectively.! We have
also established an Internet Web site to provide
depository institutions with information regarding
the Federal Reserve System’s CDC project. This site
can be accessed at the following Internet address:
http://www frbsf.org/fiservices/cdc.

To heighten the industry’s awareness level, the
Federal Financial Institutions Examination Council
(FFIEC), issued a policy statement on May 5 entitled
“Year 2000 Project Management Awareness,” which
updates the supervisory guidance first issued in 1996.
The statement emphasizes the regulators’ concerns
that inability to provide a compliant hardware and
software environment to support the upcoming cen-
tury date change would expose a bank to inordinate
operational, financial, and legal risks. A set of uni-
form examination procedures accompanying the
statement provides guidance for examiners as well as
bank management, stressing the need for sponsorship
at the highest levels of the organization to effectively
manage the remediation process and address any
deficiencies that may surface.

Bank management must not only be aware of the
many Year 2000 problems but must also be sensitive
to the magnitude of the efforts needed to achieve
compliance and the consequent budgetary implica-
tions. Industry experts maintain that costs to per-
form Year 2000 renovation tasks will increase as the
demand for skilled information technology profes-
sionals grows. Accordingly, the interagency policy
statement emphasizes the need for bank management
to be aggressive in securing sufficient human and
computer resources. The statement also encourages
banks to be largely completed with their renovation
and well into testing of their major applications by
year-end 1998 so that any substantive problems can
be addressed in 1999.

The statement also calls upon banks to consider the
Year 2000 risks posed by their borrowers and custom-
ers, as banks could be adversely affected by bor-
rowers who are not prepared for Year 2000 process-
ing. Corporate customers who have not considered
Year 2000 issues may experience a disruption in
business, resulting in financial difficulties that could
negatively influence their creditworthiness. Examin-
ers now verify that a bank incorporates a borrower’s
Year 2000 preparedness into its underwriting stan-
dards and that loan officers assess the extent of
Year 2000 computer problems that may influence a
borrower’s ability to repay its loans on a timely basis.

1. The attachments to this statement are available from Publica-
tions Services, Stop 127, Board of Governors of the Federal Reserve
System, Washington, DC 20551.
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On behalf of the FFIEC, the Federal Reserve
has developed a Year 2000 information distribution
system, including an Internet web site and a toll free
Fax Back service (888-882-0982). The web site
provides easy access to policy statements, guidance
to examiners, and paths to other Year 2000 web sites
available from numerous other sources. The site has
been used heavily since its introduction in early
May of this year. The FFIEC Year 2000 web site
can be accessed at the following Internet address:
http://www ffiec.gov/y2k.

The Federal Reserve has also produced a ten-
minute video entitled *“Year 2000 Executive Aware-
ness” intended for viewing by a bank’s board of
directors and senior management. The video presents
a summary of the Year 2000 five-phase project man-
agement plan outlined in the interagency policy state-
ment. In my introductory remarks on the video, I note
that senior bank officials should be directly involved
in managing the Year 2000 project to ensure that it is
given the appropriate level of attention and sufficient
resources to address the issue on a timely basis. The
video has already been distributed to banks and their
service providers and can be ordered through the
Board’s Web site.

We are also taking steps to provide this informa-
tion to foreign bank supervisors. With regard to the
international aspects of the Year 2000 issue, U.S.
offices of foreign banks pose a unique set of chal-
lenges. Based on our assessments, we are concerned
that some offices may not have an adequate apprecia-
tion of the magnitude and ramifications of the prob-
lem and may not have committed the resources nec-
essary to address the issues effectively. This is a
particular concern for foreign bank offices that are
dependent on their foreign parent bank for informa-
tion processing systems.

Therefore, we are working through the Bank for
International Settlements’ (BIS) committee of bank
supervisors composed of many of the international
agencies responsible for the foreign banks that oper-
ate in the United States. Through several presenta-
tions and the distribution of the interagency statement
and the Year 2000 video to the BIS Supervisors
Committee, we have sought to elevate foreign bank
supervisors’ awareness of the risks posed by the
century date change and to solicit their assistance in
monitoring the state of overall preparedness of for-
eign bank parents to ensure that they consider the
needs of their U.S. offices.

We are also participating in the BIS Group of
Computer Experts’ meeting of G-10 and non-G-10
central banks in September, which provides a forum
to share views on and approaches to dealing with

Year 2000 issues, and have been active in various
private sector forums. The participants will discuss
their involvement with raising bank industry aware-
ness, remediation of payment systems, and the readi-
ness of the central banks’ internal systems. Informa-
tion garnered from this meeting will assist the BIS
Committee on Payment and Settlement Systems, as
well as the Federal Reserve, in understanding the
current state of preparedness of payment systems on
a global level.

CONTINGENCY PLANNING

Because smooth and uninterrupted financial flows are
obviously of utmost importance, our main focus is
our preparedness and the avoidance of problems. But
we know from experience that upon occasion, things
can go wrong. Given our unique role as the nation’s
central bank, the Federal Reserve has always stressed
contingency planning—for both systemic risks as
well as operational failures.

In this regard, we regularly conduct exhaustive
business resumption tests of our major payment sys-
tems that include depository institutions. Moreover,
as a result of our experience in responding to prob-
lems arising from such diverse events as earthquakes,
fires, storms, and power outages, as well as liquidity
problems in institutions, we expect to be well posi-
tioned to deal with problems in the financial sector
that might arise as a result of CDC. We are, of
course, developing specific CDC contingency plans
to address various operational scenarios. Our existing
business resumption plans will be updated to address
date-related difficulties that may face the financial
industry.

We already have arrangements in place to assist
financial institutions in the event they are unable to
access their own systems. For example, we are able
to provide financial institutions with access to Fed-
eral Reserve computer terminals on a limited bases
for the processing of critical funds transfers. This
contingency arrangement has proved highly effective
when used from time to time by depository institu-
tions experiencing major hardware-software outages
or that have had their operations disrupted due to
natural disasters such as the Los Angeles earthquake,
Hurricane Hugo in the Carolinas, and Hurricane
Andrew in South Florida. In these cases we worked
closely with financial institutions to ensure that
adequate supplies of cash were available to the com-
munity and also arranged for our operations to func-
tion virtually without interruptions for twenty-four
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hours a day during the crisis period. We feel the
experience gained from such crises will prove very
helpful in the event of similar problems triggered by
the century date change. We are also beginning to
formulate responses for augmenting certain func-
tions, such as computer help desk services and off-
line funds transfers, to respond to short-term needs
for these services.

Although operational contingency is something
that the Federal Reserve is confronted with on a daily
basis, preparation for contingencies in the century
date change environment does offer some new and
significant challenges. For example, in the software
application arena, the normal contingency of falling
back to a prior release of the software is not a viable
option. This underscores the importance of the rigor-
ous assessment and testing to which all applications
must be subjected.

Beyond reliance on a sound plan and effective
execution of the plan, the Federal Reserve is not
totally dependent upon any single system for execut-
ing payment orders. While we have very sophisti-
cated automated systems in place, such as Fedwire
and our automated clearinghouse systems, we also
operate paper-based payment systems that offer a set
of alternatives in the event of a disruption in a seg-
ment of the electronic payment system.

Clearly, the Federal Reserve and other bank super-
visors expect depository institutions to work dili-
gently and effectively to ensure that automation
issues associated with the Year 2000 are resolved
fully and in a timely fashion. However, we anticipate
that at least a few financial institutions will experi-
ence difficulty in completing their Year 2000 prepara-
tions in a timely manner, and we are developing plans
to address such cases. The Federal Reserve will
identify and monitor these organizations closely and
work to ensure that senior management and boards
of directors are aware of their Year 2000 issues, cost
implications, and possible consequences. A bank’s
need for adequate preparation for the Year 2000 is
regarded as a safety and soundness issue. When
progress is deemed to be substantively less than sat-
isfactory, resulting in excessive risk and a possibly
unsafe or unsound condition, we will address the
issue in a manner consistent with our long-standing
supervisory approach to dealing with other safety and
soundness issues. The full range of our supervisory
tools and remedies are available, including intensified
monitoring, progressively more detailed reporting
requirements, presentations to the board of directors,
insistence on bank commitments to initiate corrective
action, and, ultimately, possible use of enforcement
actions as appropriate.

We recognize, nonetheless, that despite their best
efforts, some depository institutions may experience
operating difficulties, either as a result of their own
computer problems or those of their customers, coun-
terparties, or others. These problems could be mani-
fested in a number of ways and would not necessarily
involve funding shortfalls. Nevertheless, the Federal
Reserve is always prepared to provide information
to depository institutions on the balances in their
accounts with us throughout the day so that they can
identify shortfalls and seek funding in the market.
The Federal Reserve will be prepared to lend in
appropriate circumstances and with adequate collat-
eral to depository institutions when market sources of
funding are not reasonably available. The terms and
conditions of such lending may depend upon the
circumstances giving rise to the liquidity shortfall.

Discussions are also under way with. the other
federal banking agencies to ensure that we are jointly
prepared to address the challenge resulting from
serious operating problems. If such operating prob-
lems were not correctable within a reasonable time
frame, it could necessitate a federal resolution com-
parable to that used for a bank that has become
capital insolvent.

Our preparations for possible liquidity difficulties
also extend to the foreign bank branches and agencies
in the United States that may be adversely affected
directly by their own computer systems or through
difficulties caused by the linkage and dependence on
their parent bank. Such circumstances would necessi-
tate coordination with the home country supervisor.
Moreover, consistent with current policy, foreign cen-
tral banks will be expected to provide liquidity sup-
port to any foreign banking organizations that experi-
ence a funding shortfall.

CLOSING REMARKS

As I indicated at the outset, the Federal Reserve
views its Year 2000 preparations with great serious-
ness. As such, we have placed a high priority on the
remediation of date problems in our systems and
the development of action plans that will ensure
business continuity for the critical financial systems
we operate. While we have made significant progress
in validating our internal systems and planning for
testing with depository institutions and others using
Federal Reserve services, we must work to ensure
that our efforts remain on schedule and that problems
are addressed in a timely fashion. In particular, we
will be paying special attention to the testing needs
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of depository institutions and the financial industry
and are prepared to adjust our support for them as
required by experience. We believe that we are well
positioned to meet our objectives and will remain
vigilant throughout the process.

As a bank supervisor, the Federal Reserve will
continue to address the industry’s preparedness,

monitor progress, and target for special supervisory
attention those organizations that are most in need of
assistance. Lastly, we will continue to participate in
international forums with the expectation that these
efforts will help foster an international awareness
of Year 2000 issues and provide for the sharing of
experiences, ideas, and best practices. a
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Announcements

PUBLIC FORUM ON STREAMLINING AND
REFORM OF THE TRUTH IN LENDING ACT
AND THE REAL ESTATE SETTLEMENT
PROCEDURES ACT

The Federal Reserve Board and the Department
of Housing and Urban Development held a public
forum on July 30 to give interested parties an oppor-
tunity to present their views concerning the stream-
lining and reform of the Truth in Lending Act (TILA)
and the Real Estate Settlement Procedures Act
(RESPA).

The Economic Growth and Regulatory Paperwork
Reduction Act of 1996 directs the agencies to submit
legislative recommendations to the Congress on how
to simplify and improve consumer disclosures under
TILA and RESPA if the disclosures cannot be sim-
plified through regulatory change. The two agencies
concluded that meaningful simplification of the
disclosures can come about only through statutory
revisions.

Interested parties unable to attend the forum or
wishing to provide written views on the issues could
submit comments by August 15 to either agency.

GUIDELINES FOR SOUND RISK-MANAGEMENT
PRACTICES FOR PRIVATE BANKING ACTIVITIES

The Federal Reserve Board announced on July 2,
1997, guidelines on sound risk-management practices
for private banking activities such as personalized
investment services for selected customers.

Private banking activities also involve money man-
agement and financial advice for high net worth
clients and have become an increasingly important
aspect of some large, internationally active banking
organizations.

The Federal Reserve Bank of New York recently
conducted a comprehensive review of private bank-
ing activities at about forty domestic and foreign
banking organizations in its District to improve the
Federal Reserve’s understanding of private banking
operations.

Examiners assessed each institution’s ability to
recognize and manage the potential reputational and

legal risks that may be associated with inadequate
knowledge and understanding of its clients’ personal
and business backgrounds.

The review has resulted in these policy guidelines
on sound practices to provide banking organizations
with guidance on basic controls necessary to mini-
mize reputational and legal risk and to deter illicit
activities such as money laundering.

The essential elements associated with these sound
private banking activities include the following:

* Management oversight

* “Know your customer” policies and procedures

* Risk-management practices and monitoring
systems

* Segregation of duties, compliance, and audit

Other related projects and products.

The Federal Reserve will also distribute an updated
Bank Secrecy Act examination manual in the next
few weeks. The updated manual will include exami-
nation procedures relating to recent additions and
changes to the Bank Secrecy Act, as well as updated
sections relating to anti-money-laundering initiatives.

PROPOSED ACTIONS

The Federal Reserve Board on July 7, 1997,
requested comment on a proposal to apply sec-
tions 23A and 23B of the Federal Reserve Act to
transactions between a member bank and any subsid-
iary that engages in activities that are impermissible
for the bank itself and that Congress has not pre-
viously exempted from coverage by section 23A.
Sections 23A and 23B restrict the ability of a member
bank to fund an affiliate through direct investment,
loans, or other transactions that might expose the
member bank to risk. Comments are requested by
September 3, 1997.

The Federal Reserve Board issued for public com-
ment on July 9, 1997, proposed amendments to model
forms in Regulation B (Equal Credit Opportunity),
to reflect statutory changes to disclosures required
by the Fair Credit Reporting Act (FCRA). Creditors
have the option of providing the FCRA disclosures
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separately or with the notice of action taken required
under Regulation B. Comments are requested by
August 15.

AVAILABILITY IN THE FEDERAL RESERVE
BULLETIN OF NEW STATISTICAL TABLES ON
APPLICATIONS FOR PRIVATE MORTGAGE
INSURANCE

Under the auspices of the Mortgage Insurance Com-
panies of America, the nation’s eight private mortage
insurance (PMI) companies make available to the
Federal Financial Institutions Examination Council
(FFIEC) information about applications received for
private mortgage insurance. The information includes
the disposition of the applications, and the race or
national origin, sex, and annual income of applicants.

A summary of the 1996 PMI data is provided in a
series of tables in the Financial and Business Sta-
tistics section of this issue of the Federal Reserve
Bulletin (see pages A76-A79). Statistical tables simi-
lar to these have appeared in Bulletin articles describ-
ing PMI activity since 1994. Summary tables simi-
lar to those in this issue will appear each year in
the Financial and Business Statistics Section of the
Bulletin.

DISCONTINUATION OF STATISTICAL TABLE
IN THE FEDERAL RESERVE BULLETIN

Table 1.13, “Selected Borrowings in Immediately
Available Funds of Large Banks” will be discontin-
ued after this issue of the Federal Reserve Bulletin.
This table is produced from data in the H.5 statistical
release, and these data will no longer be available.
The H.5 release was discontinued in July. Data on the
repurchase agreement component of the monetary
aggregate M3 will continue to be provided in
table 1.21 of the Federal Reserve Bulletin statistical
appendix and in the H.6 statistical release, “Money
Stock, Liquid Assets, and Debt Measures.”

AVAILABILITY OF REVISED LISTS OF
OVER-THE-COUNTER STOCKS AND OF FOREIGN
STOCKS SUBJECT TO MARGIN REGULATIONS

The Federal Reserve Board published on July 25,
1997, a revised list of over-the-counter (OTC) stocks
that are subject to its margin regulations. Also pub-
lished was a revised list of foreign equity securities

that meet the margin criteria in Regulation T (Credit
by Brokers and Dealers).

The lists were effective August 11, 1997, and
supersede the previous lists that were effective
May 12, 1997. The next revision of these lists is
scheduled to be effective November 1997. These lists
are published for the information of lenders and the
general public.

The changes that have been made to the revised
OTC List, which now contains 4,880 OTC stocks, are
as follows:

* One hundred eighty-four stocks have been
included for the first time, 140 under National Market
System (NMS) designation

» Forty-nine stocks previously on the list have
been removed for substantially failing to meet the
requirements for continued listing

* One hundred four stocks have been removed for
reasons such as listing on a national securities
exchange or involvement in an acquisition.

The OTC list is composed of OTC stocks that have
been determined by the Board to be subject to margin
requirements in Regulations G (Securities Credit by
Persons other than Banks, Brokers, or Dealers), T,
and U (Credit by Banks for Purchasing or Carrying
Margin Stocks). It includes OTC stocks qualifying
under Board criteria and also includes all OTC stocks
designated as NMS securities. Additional NMS secu-
rities may be added in the interim between quarterly
Board publications; these securities are immediately
marginable upon designation as NMS securities.

The foreign list is composed of foreign equity
securities that are eligible for margin treatment at
broker—dealers. Effective July 1, 1996, foreign stocks
that have a “ready market” for purposes of the
Securities and Exchange Commission’s (SEC) net
capital rule may be included on the foreign list. The
SEC effectively treats all stocks included on the
Financial Times/Standard & Poor’s Actuaries World
Indices (FT/S&P-AW Indices) as having a ‘“‘ready
market” for capital purposes. The Board is adding
sixty-four foreign stocks and deleting sixty-three,
based on changes to the FT/S&P-AW Indices. The
revised foreign list now contains 1,976 securities
displayed in order of country.

CHANGES IN BOARD STAFF
The Board of Governors announced the appointment

of Paul W. Bettge as Assistant Director in the Divi-
sion of Reserve Bank Operations and Payment Sys-
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tems, effective August 1, 1997. Mr. Bettge is a certi-
fied public accountant and received his M.B.A. from
the College of William and Mary. He joined the
Board’s staff in 1982.

The Board announced that Rhoger Pugh, Assistant
Director in the Division of Banking Supervision and
Regulation, retired, effective August 31, 1997, after

thirty-three years of service with the Federal Reserve
System and the Office of the Comptroller of the
Currency.

The Board announced that Ralph W. Smith, Jr.,
Assistant Director in the Division of International
Finance, retired, effective September 3, 1997. O
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Minutes of the

Federal Open Market Committee Meeting

Held on May 20, 1997

A meeting of the Federal Open Market Committee
was held in the offices of the Board of Governors of
the Federal Reserve System in Washington, D.C., on
Tuesday, May 20, 1997, at 9:00 a.m.

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

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

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

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

Mr. Coyne, Assistant Secretary

Mr. Gillum, Assistant Secretary

Mr. Mattingly, General Counsel

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

Mr. Truman, Economist

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

Mr. Fisher, Manager, System Open Market Account

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

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

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

Mr. Conrad, First Vice President, Federal Reserve
Bank of Chicago

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

Messrs. Cox, Rosengren, and Weber, Vice Presidents,
Federal Reserve Banks of Dallas, Boston, and
Minneapolis respectively

By unanimous vote, the Federal Open Market
Committee approved the minutes of its meeting on
March 25, 1997.

The Manager of the System Open Market Account
reported on recent developments in foreign exchange
markets. The Desk did not conduct any transactions
in foreign currencies for System Account during the
period since the latest meeting on March 25, 1997,
and thus no vote was required of the Committee.

The Manager also reported on developments in
domestic financial markets and on System open mar-
ket transactions in government securities and federal
agency obligations during the period March 25, 1997,
through May 19, 1997. By unanimous vote, the Com-
mittee ratified these transactions.

The Committee then turned to a discussion of the
economic outlook and the implementation of mone-
tary policy over the intermeeting period ahead. A
summary of the economic and financial information
available at the time of the meeting and of the Com-
mittee’s discussion is provided below, followed by
the domestic policy directive that was approved by
the Committee and issued to the Federal Reserve
Bank of New York.

The information reviewed at this meeting sug-
gested that the expansion of economic activity had
slowed after having surged in late 1996 and earlier
this year. Consumer spending appeared to be increas-
ing at a considerably slower pace after the spurt in
the first quarter, while business fixed investment
remained on a strong uptrend, and the demand for
housing seemed to be well maintained. Growth of
labor demand had moderated somewhat from the
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rapid pace at the beginning of the year, but labor
markets remained tight and worker compensation
appeared to be accelerating gradually. Despite the
upward drift in labor costs, underlying price inflation
was still subdued.

Private nonfarm payroll employment rose at a con-
siderably reduced pace over March and April, and the
average workweek dropped from an unusually high
rate in February and March to a more normal level in
April. The services industries recorded further large
gains in employment in March and April, but the
number of jobs in manufacturing contracted in April
and construction employment declined in both March
and April. The civilian unemployment rate fell appre-
ciably in April to 4.9 percent, and the labor force
participation rate edged down from the record high
reached in March.

Industrial production was unchanged in April after
having recorded sizable increases in March and other
recent months; declines in mining and manufacturing
were offset by a large rise in utility output. The drop
in manufacturing production reflected a sharp decline
in the output of motor vehicles and parts that was
largely related to the lagged effects of strike activity
in recent months, The output of manufactured goods
other than motor vehicles and parts rose moderately
in April: the production of business equipment posted
another solid gain while the output of consumer
goods and construction supplies was unchanged. The
rate of utilization of manufacturing capacity fell in
April, reflecting the decline in motor vehicle output,
but it remained relatively high.

Nominal retail sales were unchanged in March and
declined in April after having increased rapidly in
earlier months. Weaker sales of motor vehicles con-
tributed to the overall sluggishness of retail activity
in March and April, but spending on many other
categories of goods, both durable and nondurable,
also was down over the two-month period after hav-
ing previously grown strongly. Expenditures on ser-
vices advanced further through March (latest avail-
able data) even though unseasonably mild weather
held down outlays for heating. While retail sales had
slowed recently, the latest surveys indicated that con-
sumer sentiment had risen further from an already
markedly high level.

Housing activity in March and April was in line
with that in other recent months. Single-family hous-
ing starts were unchanged in April after having
declined in March. Starts for the two-month period
were only a little below the average for 1996, and
sales of new homes remained at a very high level in
March (latest data). Multifamily starts rose consider-
ably in April and on average over March and April

were a little above the elevated level in the fourth
quarter.

Business fixed investment expanded briskly in the
first quarter. Outlays for producers’ durable equip-
ment rebounded after fourth-quarter weakness, and
spending for nonresidential structures posted another
substantial advance. Available indicators pointed to
further sizable gains in spending on both equipment
and structures. Business inventory investment was up
considerably in the first quarter after having increased
a relatively small amount in the fourth quarter; how-
ever, inventory—sales ratios for most industry and
trade groupings remained at very low levels.

The nominal deficit on U.S. trade in goods and
services widened substantially on balance over Janu-
ary and February from the temporarily depressed rate
in the fourth quarter of last year and was about the
same as the rate in the third quarter. A surge in
imports reflected a rebound in the importation of
automotive products from the strike-reduced level of
the fourth quarter, further expansion in purchases
of imported computers, and an upturn in imports of
semiconductors after four quarters of declines. By
contrast, exports of goods and services rose only
slightly in the January-February period; exports of
automotive products were up sharply, but sizable
increases in exports of chemicals, computers, and
semiconductors were largely offset by declines in
other nonautomotive trade categories. Recent eco-
nomic information on the foreign G-7 countries,
including some preliminary indicators for the second
quarter, suggested that the growth of output had
strengthened somewhat on average in these countries.
Activity in continental Europe, though still weak,
was improving, while the economies of Canada,
Japan, and the United Kingdom remained strong.
Economic activity continued to expand rapidly on
average in the major developing countries in the first
quarter.

Recent data indicated that price inflation remained
moderate despite a gradual acceleration of labor
costs. Increases in consumer prices were held down
in March and April by sizable declines in energy
prices and a small net reduction in food prices. Con-
sumer prices for items other than food and energy
advanced at a moderate rate over the two months, and
over the twelve months ended in April they increased
the same amount as in the previous twelve months.
Producer prices fell in both March and April, reflect-
ing large declines in energy prices. Excluding food
and energy, producer prices edged lower in April
after having risen a sizable amount in March. Core
producer prices increased considerably less over the
twelve months ended in April than over the previous
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twelve months. At earlier stages of production, pro-
ducer prices registered declines both in recent months
and for the twelve months ended in April. An upward
creep in the growth of labor costs was apparent in
data on the hourly compensation of private industry
workers; although the rise in the first three months
of 1997 was smaller than the increase in the fourth
quarter, the advance over the twelve months ended in
March was larger than that over the previous twelve
months. A similar but more pronounced pattern was
evident in data on average hourly earnings for pro-
duction or nonsupervisory workers.

At its meeting on March 25, 1997, the Committee
issued a directive that called for a slight increase in
the degree of pressure on reserve positions; the firm-
ing of policy was taken in light of continued rapid
growth of aggregate demand in the first quarter and
the attendant greater risk of heightened pressures on
resources and an upturn in inflation. Although further
policy tightening might be needed at some point, the
Committee did not believe that developments during
the intermeeting period were likely to require an
adjustment, and thus the directive did not include a
presumption about adjustments to policy during the
intermeeting period. The reserve conditions associ-
ated with this directive were expected to be consis-
tent with some moderation in the expansion of M2
and M3 over coming months.

Open market operations immediately after the
meeting on March 25 were directed toward imple-
menting the slightly firmer reserve conditions desired
by the Committee and then maintaining those condi-
tions over the remainder of the intermeeting period.
The federal funds rate averaged close to the higher
intended level of 5'2 percent. Open market opera-
tions were complicated during the period by extraor-
dinarily large federal tax payments in April, which
substantially increased the volume of open market
purchases needed to offset the reserve drains associ-
ated with those tax payments.

Market interest rates generally posted small mixed
changes over the intermeeting period. Most private
short-term rates increased only a little in response to
the March policy action, which had been largely
anticipated by market participants. Intermediate- and
long-term yields rose over the early part of the inter-
meeting period, responding mostly to incoming data
suggesting that growth in aggregate demand and
output remained strong; these increases were sub-
sequently more than reversed, however, as later infor-
mation indicated that economic growth was moder-
ating and price inflation remained subdued and on
news of an agreement to balance the federal budget.
Major indexes of stock market prices fluctuated sub-

stantially over the period but they rose considerably
on balance.

In foreign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies declined on balance over the intermeeting period.
The movements of the dollar during the period
roughly corresponded to the fluctuations in
intermediate- and long-term U.S. interest rates; the
dollar advanced strongly in April on growing expec-
tations of a further firming of U.S. monetary policy
but more than retraced that gain in May as the likeli-
hood of further tightening waned. The dollar’s weak-
ness in May also seemed to reflect growing attention
to the prospects for official intervention to restrain the
dollar’s rise, notably against the Japanese yen and the
German mark.

The growth of M2 and M3 remained brisk over
March and April. Much of M2’s strength during this
period resulted from a temporary buildup by house-
holds of balances in savings accounts and money
market mutual funds to cover unusually large tax
payments. The rapid growth of M3 was associated
not only with the bulge in M2 but also with
stepped-up issuance of large time deposits to fund the
expansion of bank credit. For the year through April,
both aggregates expanded at rates appreciably above
the upper bounds of their respective ranges for the
year. The growth of total domestic nonfinancial debt
had moderated over recent months as a result of
reductions in federal government borrowing.

The staff forecast prepared for this meeting sug-
gested that the economy would expand in the second
half of the year at a rate a little above that of its
estimated potential and then would increase at a
slower and more sustainable rate in 1998. Growth of
consumer spending, supported by high levels of
household wealth and further projected gains in em-
ployment and income, was expected to remain fairly
brisk over the forecast horizon. Business spending on
equipment and structures was anticipated to continue
to outpace the overall expansion of the economy,
though the differential would tend to narrow over
time in conjunction with the gradual diminution of
increases in sales and profits that was expected
to be associated with moderating economic growth,
Housing construction was projected to drift lower
over coming quarters, partly in conjunction with
the rise in mortgage interest rates that already had
occurred but also in response to the smaller increases
expected in household income. The staff continued to
anticipate that fiscal policy and the external sector
would exert mild restraint on the expansion of
economic activity. With resource utilization high and
labor compensation gradually accelerating, core con-



776  Federal Reserve Bulletin [[] September 1997

sumer price inflation was forecast to drift slightly
higher.

In the Committee’s discussion, the members
agreed that the information for recent months pointed
on balance to a marked slowing in the expansion of
economic activity from a very rapid pace in late 1996
and earlier this year. The extent of the reduced growth
in the current quarter and the prospects for subse-
quent quarters were subject to substantial uncertainty,
but the members generally felt that the economy
retained considerable underlying strength. In the cir-
cumstances and assuming no changes from current
financial conditions, the individual members saw
likely prospects for expansion over the forecast hori-
zon at a pace close to, or a little above, the estimated
growth of the economy’s long-run potential. Many
noted, however, that high levels of consumer and
business confidence and supportive financial condi-
tions among other factors suggested the possibility
that growth could turn out to be even faster. With
the utilization of productive resources, notably labor,
already at particularly high levels in relation to the
economy’s potential, an outcome no stronger than
current forecasts could well have adverse implica-
tions for inflation. Nonetheless, the members also
noted that the rise in compensation increases had
been damped and that there continued to be few
indications of accelerating price inflation in the
statistical and anecdotal information available at
this time; such developments underlined persisting
uncertainties about behavior in labor markets and
the level and growth of the economy’s sustainable
potential.

In their review of developments in key sectors of
the economy, members referred to favorable under-
lying factors in the outlook for consumer spending.
These included solid growth in consumer incomes,
large increases in financial wealth, and currently high
levels of consumer confidence. While more moderate
growth in consumer spending for durable goods
seemed likely after an extended period of robust
expansion, these favorable factors suggested that the
risks of a different outcome were tilted in the direc-
tion of faster-than-projected expansion. On the nega-
tive side, large consumer debts were still viewed as
likely to constitute an inhibiting influence on con-
sumer expenditures, and many banking institutions
had tightened lending terms and conditions at least
for their more marginal consumer borrowers. On
balance, growth in consumer expenditures at a some-
what reduced pace approximating that of the expected
expansion of disposable incomes appeared to be a
reasonable prospect, though one that was subject to
considerable uncertainty.

Spending for business fixed investment seemed to
have retained a good deal of momentum even after
the large increases in such expenditures in recent
years. Clearly, businesses regarded such investments
as highly profitable, and they appeared to be leading
to gains in productivity that in turn were helping to
offset rising compensation and to maintain profit
margins in highly competitive markets. In the circum-
stances, it appeared unlikely that growth in capital
outlays would moderate appreciably for some time.
A number of members also referred to the increasing
strength in nonresidential construction, notably that
of commercial structures, in several parts of the
nation. Some referred in particular to planned or
actual construction of new office buildings in various
locales; such activity was being stimulated by declin-
ing vacancy rates, rising rents, and a ready availabil-
ity of financing. Likewise, a surge in tourism in a
number of areas had resulted in a scarcity of hotel
rooms and was spurring hotel construction in some
major cities. Anecdotal reports of nonresidential
building activity undertaken on a speculative basis
had increased, but a building boom reminiscent of the
1980s did not appear to be under way.

Concerning the outlook for housing, members re-
ferred to forecasts of a mild downtrend in residential
construction associated with the increases that had
occurred in mortgage interest rates. To date, however,
there were few indications of any weakening. Indeed,
housing construction had been relatively robust in the
early months of the year, though the strength prob-
ably was largely accounted for by unusually favor-
able weather conditions and may have borrowed from
building activity later in the year. On balance, as
evidenced by anecdotal reports from some areas,
various factors including ongoing growth in employ-
ment and incomes, the availability of financing on
still generally favorable terms, and the associated
affordability of housing for many homeowners
seemed likely to provide continued support for this
sector of the economy for some period of time.

A surge in nonfarm business inventory investment
accounted for a substantial portion of the acceleration
in output in the first quarter, and an anticipated mod-
eration in the accumulation of inventories was an
important element in forecasts of greatly reduced
economic growth in the current quarter. In keeping
with business practices aimed at achieving or main-
taining lean inventory—sales ratios, inventory invest-
ment was projected to continue at a relatively sub-
dued pace in coming quarters. A number of members
expressed the view, however, that stockbuilding
represented an upside risk in the economic out-
look, at least in the nearer term. While there were
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some indications of efforts to pare inventories in
recent months, generally optimistic business senti-
ment and currently trim inventories in most industries
might well foster efforts to accumulate stocks at a
relatively rapid pace, especially if more-buoyant-
than-anticipated sales were to stimulate a precau-
tionary demand for inventories as had occurred in
1994.

With regard to the outlook for inflation, members
observed that increases in prices had remained sub-
dued despite the rapid expansion in economic activity
in recent quarters and the associated increase in pres-
sures on already highly utilized resources. The appre-
ciation of the dollar undoubtedly had helped to damp
domestic inflation this year, and reported increases in
consumer prices also had been held down to a mar-
ginal extent by an ongoing series of technical adjust-
ments to the consumer price index. These were only
partial explanations, however, and the members
found it very difficult to account for the surprisingly
benign behavior of inflation in an economy that
had been operating at a level approximating full
employment—indeed, possibly somewhat above sus-
tainable full employment in labor markets in the view
of a number of members, especially taking into con-
sideration the recent further decline in the unemploy-
ment rate. On the basis of historical patterns, any
overshooting of full employment would be expected
to generate rising inflation over time. Although
increases in labor compensation had been trending
higher, these pressures were muted and had not
shown through to prices.

Members focused on the possible role of faster-
than-reported increases in productivity as a key
explanation for the benign behavior of inflation in
current circumstances. Business firms had continued
to report robust profit margins in a period when
competitive pressures generally prevented them from
raising their prices, or raising them sufficiently, to
pass on the increases that they were experiencing in
worker compensation. Standard statistical measures
that pointed to relatively limited increases in produc-
tivity seemed inconsistent with strong profits as well
as with anecdotal reports of sizable gains associated
with widespread business restructuring activities and
large additions of high-technology equipment to an
increasingly efficient capital stock. The ongoing
development and spreading adoption of automated
equipment along with the increasing skills and other
infrastructure needed to use it effectively appeared to
be creating growing efficiencies or synergies that
were markedly enhancing productivity and enabling
firms to hold the line on prices and maintain high
profit margins.

While these were welcome developments, mem-
bers continued to express concern that, perhaps
sooner rather than later, growing pressures on produc-
tive resources would be reflected in some upturn in
overall inflation. Although most measures of labor
compensation had been relatively favorable recently,
such measures had been displaying a clear uptrend
over a somewhat longer period, and it seemed likely
that, if this trend continued, labor cost developments
would at some point be reflected more fully in core
measures of prices. Members commented that the
timing and extent of any upturn in price inflation
would depend on growth of overall demand in the
economy, but they also believed that expansion of
demand in line with their current expectations could
induce a somewhat less favorable inflation experi-
ence during coming quarters. However, recent devel-
opments had underscored the fact that historical expe-
rience was not a fully reliable guide to the prospective
behavior of prices; accordingly, the inflation outlook
remained subject to considerable uncertainty.

In the Committee’s discussion of policy for the
intermeeting period ahead, all but one of the mem-
bers indicated that they could support a proposal to
maintain an unchanged policy stance, although some
also expressed a preference for some tightening at
this meeting. Those who endorsed a steady policy at
this time agreed that some tightening might well be
needed later to contain potentially rising inflation.
For now, however, economic growth seemed to be
slowing to a more sustainable pace, and the uncer-
tainties surrounding the extent of the slowing and the
outlook for inflation pointed to the desirability of a
cautious approach to any policy tightening, especially
given the persisting absence of a rising inflation trend
in current measures of prices. A number of members
also observed that real interest rates were not unusu-
ally low. Thus, the present stance of monetary policy
probably was not very far out of alignment with what
likely would prove to be a desirable degree of
restraint, thereby lessening any risk of large and
persisting imbalances that a delay in implementing
further restraint might incur.

Members who preferred some tightening, at least
in the near term if not necessarily at this meeting,
noted that the Committee needed to weigh the risks
of having to implement a small degree of restraint
now versus considerably more later if inflation were
allowed to build momentum. Monetary policy exerts
its effects with a considerable lag, and a small but
relatively prompt tightening action would provide
some further insurance against an intensification of
inflation. Such an outcome could be seen as more
likely now, given the increased tightness in labor
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markets and the possibility that relatively strong
growth would put added pressures on resources.
Some of these members commented that the risk of a
retarding effect on the economy from a small move at
this time was quite limited in light of the apparently
solid momentum of the economic expansion. Indeed,
the strength of investment demand, the ready avail-
ability of financing, and possible favorable productiv-
ity gains argued that real rates of interest would need
to be higher than historical norms to balance aggre-
gate demand and supply. The risk of slightly lower
economic growth needed to be compared with what
they viewed as the greater risk of losing ground to
inflation and thereby inhibiting the Committee’s abil-
ity to reach its ultimate goal of price stability, a goal
that all the members viewed as necessary to achieve
maximum sustainable economic growth over time.
Given the quiescence of inflation and the uncertain-
ties surrounding its outlook, however, all but one of
these members could accept a wait-and-see policy
stance for now.

With regard to possible adjustments to policy dur-
ing the intermeeting period, all the members sup-
ported a shift from the symmetric directive that had
been adopted in conjunction with the policy tighten-
ing action at the March meeting to an asymmetric
directive tilted toward tightening. While such a bias
did not necessarily imply an intention to tighten
policy during the weeks immediately ahead, it was
consistent with the members’ view that the risks were
in the direction of a potential need for some tighten-
ing in monetary policy to counter rising inflationary
pressures, and that they might be required to make
such a decision in the not-too-distant future.

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

The Federal Reserve Bank of New York was autho-
rized and directed, until instructed otherwise by the
Committee, to execute transactions in the System

Account in accordance with the following domestic
policy directive:

The information reviewed at this meeting suggests that
growth in economic activity has slowed after surging in
late 1996 and earlier this year. Private nonfarm payroll
employment increased at a considerably reduced pace over
March and April, but the civilian unemployment rate fell
appreciably to 4.9 percent in April. Industrial production
was flat in April following sizable gains over previous
months. Nominal retail sales were unchanged in March and
declined in April after a considerable advance in earlier
months. Housing activity in March and April was little
changed from other recent months. Available indicators
point to further sizable gains in business fixed investment.
The nominal deficit on U.S. trade in goods and services
widened substantially in January—February from its tempo-
rarily depressed rate in the fourth quarter. Underlying price
inflation has remained subdued.

Market interest rates generally have posted small mixed
changes since the Committee meeting on March 25, 1997;
share prices in equity markets have risen considerably. In
foreign exchange markets, the trade-weighted value of the
dollay in terms of the other G-10 currencies declined on
balance over the intermeeting period.

Growth of M2 and M3 was brisk over March and April,
boosted by a buildup in household balances to cover unusu-
ally large tax payments. For the year through April, both
aggregates expanded at rates appreciably above the upper
bounds of their respective ranges for the year. Growth
in total domestic nonfinancial debt has moderated over
recent months, reflecting reductions in federal government
borrowing.

The Federal Open Market Committee seeks monetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee at its meeting in February
established ranges for growth of M2 and M3 of 1 to
S percent and 2 to 6 percent respectively, measured from
the fourth quarter of 1996 to the fourth quarter of 1997.
The monitoring range for growth of total domestic non-
financial debt was set at 3 to 7 percent for the year. The
behavior of the monetary aggregates will continue to be
evaluated in the light of progress toward price level stabil-
ity, movements in their velocities, and developments in the
economy and financial markets.

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

Votes for this action: Messrs. Greenspan, McDonough,
Guynn, Kelley, Meyer, Moskow, Parry, Mses. Phillips
and Rivlin. Vote against this action: Mr. Broaddus.

Mr. Broaddus dissented because he believed that
the strength of investment demand, due possibly to
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an increase in the trend growth rate of productivity,
required somewhat higher real interest rates to pre-
vent inflationary pressures from developing. He was
concerned that, with the economy already operating
at a high level and labor markets apparently very
tight, any increase in such pressures might be costly
to reverse and might reduce the credibility of the
Committee’s longer-run strategy of promoting maxi-
mum sustainable growth by fostering price level sta-
bility. He also believed that the risk to the economy

of a moderate further tightening was small given the
apparent momentum of aggregate economic activity.
It was agreed that the next meeting of the Commit-
tee would be held on Tuesday—Wednesday, July 1-2,
1997.
The meeting adjourned at 12:45 p.m.

Donald L. Kohn
Secretary
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Legal Developments

ORDERS ISSUED UNDER BANK HOLDING COMPANY ACT

Orders Issued Under Section 3 of the Bank Holding
Company Act

Neighborhood Bancorp
San Diego, California

Order Approving the Formation of a Bank Holding
Company

Neighborhood Bancorp, San Diego, California (*“Neigh-
borhood™), has requested the Board’s approval under
section 3 of the Bank Holding Company Act (12 U.S.C.
§ 1842) (“BHC Act”) to become a bank holding company
by acquiring approximately 95 percent of the voting shares
of Neighborhood National Bank (““Bank’), also in San
Diego, a de novo chartered national bank with a commu-
nity development focus.!

Notice of the application, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 29,347 (1997)). 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.

Neighborhood is a nonoperating corporation formed for
the purpose of acquiring Bank. Accordingly, the Board
concludes that consummation of this proposal would not
have a significantly adverse effect on competition or the
concentration of banking resources in any relevant banking
market. The Board also concludes that the financial and
managerial resources and future prospects of Neighbor-
hood and Bank are consistent with approval, as are the
convenience and needs and other supervisory factors the
Board is required to consider under section 3 of the BHC
Act.

Based on the foregoing and all the facts of record, the
Board has determined that this application should be, and
hereby is, approved. The Board’s approval is expressly
conditioned on compliance with all the commitments made
by Neighborhood, including those made by the principals
of Neighborhood, in connection with this application. For
purposes of this action, the commitments and conditions
relied on by the Board in reaching this decision are deemed

1. The remaining voting shares of Bank would be acquired by the
Federal National Mortgage Association. Bank would engage primarily
in lending activities that support the development and maintenance of
affordable housing stock in San Diego County, and has received
preliminary charter approval from the Office of the Comptroller of the
Currency.

to be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

This transaction shall not be consummated before the
fifteenth calendar day following the effective date of this
order, or later than three months following the effective
date of this order, and Bank shall be open for business
within six months following the effective date of this order,
unless such periods are extended for good cause by the
Board or by the Federal Reserve Bank of San Francisco,
acting pursuant to delegated authority.

By order of the Board of Governors, effective July 21,
1997.

This action was taken pursuant to the Board’s Rules Regarding
Delegation of Authority (12 C.FR. 265.4(b)(1)) by a committee
of Board members. Voting for this action: Chairman Greenspan,
Vice Chair Rivlin, and Governor Meyer.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Orders Issued Under Section 4 of the Bank Holding
Company Act

Bankers Trust New York Corporation
New York, New York

Order Approving Notice to Fngage in Nonbanking
Activities

Bankers Trust New York Corporation, New York, New
York (“BTNY”), a bank holding company within the
meaning of the Bank Holding Company Act (“BHC Act”),
has requested the Board’s approval under section 4(c)(8) of
the BHC Act (12 US.C. § 1843(c)(8)) and section 225.24
of the Board’s Regulation Y (12 C.ER. 225.24) to acquire
all the voting securities of Alex. Brown Incorporated,
Baltimore, Maryland (“Alex. Brown”), and thereby en-
gage in the following nonbanking activities:!
(1) Providing various types of investment and financial
advice, pursuant to section 225.28(b)(6) of Regulation Y
(12 C.ER. 225.28(b)(6));
(2) Providing securities brokerage, private placement,
and riskless principal services pursuant to section
225.28(b)7)(i), (ii), and (iii) of Regulation Y (12 C.FR.
225.28(b)(7)(1), (ii). and (iii));

1. The acquisition will be structured as a merger of Alex. Brown
into a newly created, wholly owned subsidiary of BTNY, Voyager
Merger Corporation, New York, New York (“BT Sub”).
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(3) Underwriting and dealing in obligations of the United
States, general obligations of states and their political
subdivisions, and other obligations that state member
banks of the Federal Reserve System may be authorized
to underwrite and deal in under 12 U.S.C. §§ 24 and 335,
pursuant to section 225.28(b)(8) of Regulation Y
(12 C.ER. 225.28(b)(8));

(4) Underwriting and dealing in, to a limited extent, all
types of debt and equity securities other than interests in
open-end investment companies (“‘mutual funds”);

(5) Providing administrative and other services to invest-
ment companies, including mutual funds;

(6) Making, acquiring, brokering and servicing loans or
other extensions of credit for its own account and the
account of others, pursuant to section 225.28(b)(1) of
Regulation Y (12 C.ER. 225.28(b)(1)); and

(7) Performing functions or activities that may be
performed by a trust company (including activities
of a fiduciary, agency or custodial nature), pursuant to
section 225.28(b)(5) of Regulation Y (12 C.ER.
225.28(b)(5)).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published (62
Federal Register 33,411 (1997)). The time for filing com-
ments has expired, and the Board has considered the notice
and all comments received in light of the factors set forth
in section 4(c)(8) of the BHC Act.

BTNY, with total consolidated assets of $120.2 billion,
is the seventh largest commercial banking organization in
the United States.? BTNY controls two subsidiary banks
and engages, directly and through its subsidiaries, in a
broad range of permissible nonbanking activities in the
United States and throughout the world. Alex. Brown, with
consolidated assets of $2.5 billion, engages worldwide in a
broad range of investment advisory, securities brokerage,
securities underwriting, lending, custodial, and other activ-
ities.?

BTNY proposes to merge the principal subsidiary of
Alex. Brown, Alex. Brown & Sons Incorporated, Balti-
more, Maryland (“ABSI”), with and into BT Securities
Corporation, New York, New York (“Company”), a sub-
sidiary of BTNY that engages in a wide range of securities-
and derivatives-related activities, including underwriting
and dealing in all types of debt and equity securities (other
than securities issued by open-end investment companies)
on a limited basis.* Company is, and will continue to be, a

2. Asset and ranking data are as of December 31, 1996.

3. Alex. Brown also currently engages in certain insurance activities
and controls several limited partnerships that invest in debt and equity
securities beyond the levels permissible for bank holding companies.
BTNY has committed to conform, within two years of acquiring Alex.
Brown, all activities and investments of Alex. Brown and its subsidiar-
ies to those permissible for bank holding companies under section 4 of
the BHC Act and Regulation Y. BTNY also has committed to cease,
within six months of consummation of the proposal, the sale of new
impermissible insurance policies and annuities.

4., See Bankers Trust New York Corporation, 75 Federal Reserve
Bulletin 829 (1989) (“‘Bankers Trust”). Prior to the merger of ABSI

broker-dealer registered with the Securities and Exchange
Commission (“SEC”) under the Securities Exchange Act
of 1934 (15US.C. § 78a et seq.) and a member of the
National Association of Securities Dealers (“NASD”). Ac-
cordingly, Company would be subject to the recordkeeping
and reporting obligations, fiduciary standards, and other
requirements of the Securities Exchange Act of 1934, the
SEC, and the NASD.

Activities Previously Approved by the Board

Except as discussed below, the Board previously has deter-
mined by regulation or order that all the activities proposed
to be conducted by BTNY after its acquisition of Alex.
Brown are closely related to banking within the meaning of
section 4(c)(8) of the BHC Act.> BTNY proposes to con-
duct these activities in accordance with Regulation Y and
relevant Board interpretations and orders.

Bank-Ineligible Securities Underwriting and Dealing
Activities

Company currently is engaged in limited underwriting and
dealing activities that the Board previously has determined
are permissible under section 20 of the Glass—Steagall Act
(12 U.S.C. § 377).6 Alex. Brown’s principal subsidiary,
ABSI, also is engaged in underwriting and dealing in
securities. The Board has determined that the conduct of
these securities underwriting and dealing activities is con-
sistent with section 20,7 provided that the company en-
gaged in the underwriting and dealing activities derives no
more than 25 percent of its total gross revenue over any

with and into Company, BTNY would contribute the stock of Com-
pany to BT Sub, which would thus become the intermediate holding
company of Company. Under this proposal, BTNY also would retain
Alex. Brown Capital Advisory and Trust Company, a nonbanking
subsidiary of Alex. Brown that engages in trust company and asset
management activities, as a stand alone nonbanking subsidiary of
BTNY.

5. See 12 C.FR. 225.25(b)(1), (5), (6}, (7), and (8}.

6. See Bankers Trust.

7. See J.P. Morgan & Co. Incorporated, et al., 75 Federal Reserve
Bulletin 192 (1989), aff’d sub nom. Securities Industry Ass’n v. Board
of Governors of the Federal Reserve System, 900 F.2d 360 (D.C. Cir.
1990); Citicorp, et al., 13 Federal Reserve Bulletin 473 (1987), aff'd
sub nom. Securities Industry Ass’n v. Board of Governors of the
Federal Reserve System, 839 F.2d 47 (2d Cir. 1988), cert. denied, 486
U.S. 1059 (1988); as modified by Review of Restrictions on Director,
Officer and Employee Interlocks, Cross-Marketing Activities, and the
Purchase and Sale of Financial Assets Between a Section 20 Subsid-
iary and an Affiliated Bank or Thrift, 61 Federal Register 57,679
(1996) (collectively. ““Section 20 Orders”). See also Revenue Limit on
Bank-Ineligible Activities of Subsidiaries of Bank Holding Companies
Engaged in Underwriting and Dealing in Securities, 61 Federal
Register 68,750 (1996). Compliance with the 25-percent revenue
limitation shall be calculated in accordance with the method stated in
the Section 20 Orders, as modified by the Order Approving Modifica-
tions to the Section 20 Orders, 75 Federal Reserve Bulletin 751
(1989); and 10 Percent Revenue Limit on Bank-Ineligible Activities of
Subsidiaries of Bank Holding Companies Engaged in Underwriting
and Dealing Securities, 61 Federal Register 57,679 (1996) (collective-
ly, “Modification Orders™).
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two-year period from underwriting and dealing in securi-
ties that a state member bank may not underwrite or deal in
directly (‘“‘bank-ineligible securities”).® BTNY has com-
mitted to conduct the underwriting and dealing activities of
the entity resulting from the merger of ABSI with and into
Company in compliance with the 25-percent revenue limit
and other prudential limitations previously established by
the Board.®

Mutual Fund Activities

Under the Glass—Steagall Act, a company that owns a
member bank may not control “through stock ownership
or in any other manner” a company that engages princi-
pally in distributing, underwriting or issuing securities.'?
The Board has found that this provision prohibits affiliates
of banks from sponsoring, organizing, or controlling a
mutual fund. The Board previously has determined, how-
ever, that the Glass—Steagall Act does not prohibit a bank
holding company from providing advisory and administra-
tive services to a mutual fund.!!

Alex. Brown currently provides administrative, advi-
sory, promotional, and other services to mutual funds.
Through its lead bank, Bankers Trust Company, New York,
New York, and other nonbanking subsidiaries, BTNY plans
to continue providing these services, including promo-
tional, marketing, and advertising services, to mutual
funds.!? The promotional activities that BTNY plans to
continue involve contact only with financial intermediaries
and are similar to activities previously approved by the
Board.!?

8. The Board also notes that Company may engage in activities that
are necessary incidents to the proposed underwriting and dealing
activities, provided that they are treated as part of the bank-ineligible
securities activities, unless Company has received specific approval
under section 4(c)(8) of the BHC Act to conduct the activities indepen-
dently. Until such approval is obtained, any revenues from the inciden-
tal activities must be counted as ineligible revenues subject to the
25-percent revenue limitation.

9. BTNY proposes that the chairman of an overseas subsidiary of
BTNY’s lead bank, Bankers Trust Company, New York, New York
(“Bankers Trust Company”), serve as co-chief executive officer of
Company. This person would not be a director, officer, or employee of
Bankers Trust Company, and thus his service would not be prohibited
by the interlocks limitation applicable to section 20 subsidiaries.

10. 12 US.C. §§ 221a and 377.

11. See 12 C.ER. 225.28(b)(6); 12 C.FR. 225.125; and Mellon
Bank Corporation, 79 Federal Reserve Bulletin 626 (1993) (““Mel-
lon™).

12. See Commerzbank AG, 83 Federal Reserve Bulletin 678 (1997)
(“Commerzbank™). Company also plans to provide transfer agency
services and act as agent, upon the order and for the account of
customers, to purchase or sell shares of mutual funds that it provides
administrative and/or advisory services (the “Funds”).

13. An independent distributor would enter into an agreement with
the Funds under which the distributor would serve as “‘principal
underwriter’”’ of the Funds. 15 U.S.C. § 80a-2(a)(29). The distributor
or intermediaries other than Company would enter into the sales
agreements with financial intermediaries to sell shares of the Funds on
behalf of the Funds. Personnel of Company may review the agree-
ments and be involved in discussions with financial intermediaries
regarding provisions that relate to Company’s advisory or administra-
tive role. BTNY would have primary responsibility for preparing the

BTNY also proposes to have officers of BTNY or its
nonbank affiliates serve as up to two of the nine or ten
directors of the Funds, one of whom would serve as
chairman of the board of directors of the Funds. BTNY
also plans to have a limited number of its employees serve
as junior-level officers of the Funds.!* The Board previ-
ously has authorized a bank holding company to have
director and officer interlocks with mutual funds that the
bank holding company advises and administers.!S The
Board does not believe that the proposed interlocks be-
tween Company and the Funds in this case would compro-
mise the independence of the boards of directors of the
Funds, or the independent distribution of the Funds, or
result in control of the Funds by BTNY.'¢

Based on the foregoing, the Board concludes that control
of the Funds would rest with the independent members of
the boards of directors of the Funds, and that the proposed
interlocks between Company and the Funds would not
compromise the independence of the boards of the Funds
or permit BTNY to control the Funds. Thus, the Board
concludes that this proposal is consistent with the Glass—
Steagall Act.

Other Considerations

In order to approve this notice, the Board must determine
that the proposed activities are a proper incident to bank-
ing, that is, that the performance of the activities “can
reasonably be expected to produce benefits to the public
. . . that outweigh possible adverse effects, such as undue

advertising and marketing materials. The independent distributor
would be responsibie for placing all advertisements, and would have
legal responsibility under the rules of the NASD for the form and use
of all advertising and sales literature prepared by Company, and also
would be responsible for filing these materials with the NASD or the
SEC. Neither the Company nor any employee of Company would
receive transaction-based income or commissions from the Funds in
connection with Company’s promotional or marketing activities. See
Commerzbank.

14. These employees would serve as secretary, treasurer, assistant
secretary. or assistant treasurer of the Funds, and would be supervised
by the board of directors or senior-level officers, including the presi-
dent, executive vice president, and vice president of the Funds. The
employees would have no policy-making authority at the Funds and
would not be responsible for, or involved in, making recommenda-
tions regarding policy decisions. No employee or officer of Company
would serve as a senior-tevel officer of any BTNY advised funds.

BTNY also may acquire up to 5 percent of the shares of mutual
funds for which it provides administrative or advisory services, but
any such ownership may not be used in any way in marketing or
selling the shares of the investment company. See Mellon at n. 21.

15. See Commerzbank.

16. Any director of the Funds who also serves as an officer or
employee of Company would be an “interested person” under the
Investment Company Act of 1940 and, therefore, would be required to
abstain from voting on the Funds’ investment advisory and other
major contracts. In addition, BTNY has committed that its representa-
tives would not vote on any advisor’s agreement, administrative
services agreement, sub-administration agreement, or any amendment
thereto.
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concentration of resources, decreased or unfair competi-
tion, conflicts of interest, or unsound banking practices.”!”

As part of its review of these factors, the Board consid-
ered the financial and managerial resources of BTNY and
its subsidiaries and the effect the transaction would have on
such resources.'® The Board also has reviewed the capitali-
zation of BTNY and Company in accordance with the
standards set forth in the Section 20 Orders and finds the
capitalization of each to be consistent with approval.'® The
determination about the capitalization of Company is based
on all the facts of record, including BTNY’s projections of
the volume of Company’s underwriting and dealing activi-
ties in bank-ineligible securities.

On the basis of its supervisory experience with BTINY
and Company, the commitments provided in this case, and
the proposed management of Company, the Board also has
determined that BTNY and Company have established
policies and procedures to ensure compliance with this
order and the Section 20 Orders, including computer, audit,
and accounting systems, internal risk management con-
trols, and the necessary operational and managerial infra-
structure. The Board also has reviewed other aspects of the
managerial resources of the entities involved in this pro-
posal, including the expected effect of this proposal on
such resources.

On the basis of the foregoing and all the facts of record,
the Board has concluded that financial and managerial
considerations are consistent with approval of this pro-
posal.

The Board expects that the proposed acquisition would
provide added convenience to customers of BTNY and
Alex. Brown, including Alex. Brown’s current mutual fund
clients. The Board previously has determined that the
provision of advisory and administrative services to mutual
funds within certain parameters is not likely to result in the
types of subtle hazards at which the Glass—Steagall Act is
aimed or in any other adverse effects. As required by the
Board’s regulations, for example, Company would provide
disclosures to its customers designed to alert them to the
relationships between Company and the Funds. These dis-
closures include those required by the Board’s interpretive
rule on investment advisory activities to address conflicts
of interests that may be raised by the relationship between
Company and the Funds.?® BTNY also has indicated that
the proposed transaction would result in operational effi-

17. 12 US.C. § 1843(c)(8).

18. See 12 C.FR. 225.26.

19. The Board notes that, as a registered broker-dealer, Company
must comply with the SEC’s net capital rule. See 15 C.FR.
240.15¢3-1.

20. See 12 CFR. 225.125. The interpretive rule requires a bank
holding company that recommends to customers shares of a mutual
fund that the bank holding company advises to caution customers to
read the fund prospectus before investing and to advise customers in
writing that the fund’s shares are not insured by the Federal Deposit
Insurance Corporation. and are not deposits, obligations of. or en-
dorsed or guaranteed in any way, by any bank, unless that happens to
be the case. The holding company also must disclose in writing to the
customer the role of the company or its affiliate as investment advisor
to the fund.

ciencies that would allow it to become a more effective
competitor and thereby provide improved services at a
lower cost to its customers.

The Board also has carefully considered the competitive
effects of this proposal. BTNY operates nonbanking sub-
sidiaries that compete with certain nonbanking subsidiaries
of Alex. Brown. In each case, the markets for the nonbank-
ing services are unconcentrated, and there are numerous
providers of the services. As a result, consummation of this
proposal would have a de minimis effect on competition for
the services, and the Board has concluded that the proposal
would not result in a significantly adverse effect on compe-
tition in any relevant market.

Under the framework established in this and prior deci-
sions, including the prudential limitations established by
the Board in the Section 20 Orders, the Board has deter-
mined that consummation of the proposal is not likely to
result in any significantly adverse effects, such as undue
concentration of resources, decreased or unfair competi-
tion, conflicts of interests, or unsound banking practices
that would outweigh the public benefits of the proposal.

Accordingly, based on all the facts of record, the Board
has determined that the balance of public benefits that it
must consider under the proper incident to banking stan-
dard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Conclusion

On the basis of all the facts of record, including all the
commitments and representations made by BTNY, the
Board has determined to, and hereby does, approve this
notice subject to all the terms and conditions discussed in
this order and in the Section 20 Orders, as modified by the
Modification Orders. The Board’s approval of this pro-
posal extends only to activities conducted within the limita-
tions of those orders and this order, including the Board’s
reservation of authority to establish additional limitations
to ensure that Company’s activities are consistent with
safety and soundness, avoiding conflicts of interests, and
other relevant considerations under the BHC Act. Under-
writing and dealing in any manner other than as approved
in this order and the Section 20 Orders, as modified by the
Modification Orders, is not authorized for Company.

The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) (12 C.ER. 225.7 and
225.25(c)), and to the Board’s authority to require modifi-
cation 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 to prevent eva-
sion of the provisions of the BHC Act and the Board's
regulations and orders issued thereunder. The Board’s deci-
sion 1s specifically conditioned on BTNY’s compliance
with all the commitments made in connection with this
notice, including the commitments discussed in this order
and the conditions set forth in the Board regulations and
orders noted above. The commitments and conditions shall
be deemed to be conditions imposed in writing by the
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Board in connection with its findings and decisions, and
may be enforced in proceedings under applicable law.

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 the
Federal Reserve Bank of New York, acting pursuant to
delegated authority.

By order of the Board of Governors, effective July 21,
1997.

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

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix
List of Administrative Services

1. Maintaining and preserving the records of the Funds,
including financial and corporate records.

2. Computing net asset value, dividends, performance data
and financial information regarding the Funds.

3. Furnishing statistical and research data.

4. Preparing and filing with the SEC and state securities
regulators registration statements, notices, reports, and
other materials required to be filed under applicable laws.
5. Preparing reports and other informational materials re-
garding the Funds, including proxies and other shareholder
communications.

6. Providing legal and other regulatory advice to the Funds
in connection with their other administrative functions.

7. Providing office facilities and clerical support for the
Funds.

8. Developing and implementing procedures for monitor-
ing compliance with regulatory requirements and compli-
ance with the Funds’ investment objectives, policies and
restrictions as established by the board of directors/trustees
of the Funds.

9. Providing routine fund accounting services and liaison
with outside auditors.

10. Preparing and filing tax returns, and monitoring tax
compliance.

11. Reviewing and arranging for payment of expenses of
the Funds.

12. Providing communication and coordination services
with regard to the Funds’ investment advisor, transfer
agent, custodian, distributor and other service organiza-
tions that render recordkeeping or shareholder communica-
tion services.

13. Reviewing and providing advice to the distributor, the
fund and the investment advisor regarding sales literature
and marketing plans for the Funds.

14. Providing information to the distributor’s personnel
concerning performance and administration of the Funds.

15. Providing marketing support with respect to sales of
the Funds through financial intermediaries, including par-
ticipating in seminars, meetings and conferences designed
to present information concerning the operations of the
Funds.

16. Providing reports to the directors of the Funds with
regard to the activities of the Funds.

17. Providing telephone shareholder services through a
toll-free 800 number.

First Chicago NBD Corporation
Chicago, Illinois

First Chicago Capital Markets, Inc.
Chicago, Hlinois

Order Approving Notice to Engage De Novo in
Underwriting and Dealing in All Types of Equity
Securities on a Limited Basis

First Chicago NBD Corporation, Chicago, Illinois (“First
Chicago”™), a bank holding company within the meaning of
the Bank Holding Company Act (“BHC Act”), and its
wholly owned subsidiary, First Chicago Capital Markets,
Inc., Chicago, 1llinois (“‘Company”’), have requested the
Board’s approval under section 4(c)(8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) and section 225.24 of the Board’s
Regulation Y (12 C.ER. 225.24) to engage to a limited
extent in underwriting and dealing in all types of equity
securities except ownership interests in open-end invest-
ment companies.

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(62 Federal Register 32,611 (1997)). The time for filing
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

First Chicago, with total consolidated assets of
$109.1 billion, is the eighth largest commercial banking
organization in the United States.! First Chicago operates
bank subsidiaries in Illinois, Michigan, Florida, Indiana,
and Delaware, and engages through its subsidiaries in a
broad range of permissible nonbanking activities in the
United States. Company currently engages in limited un-
derwriting and dealing in bank-ineligible securities,? as
permitted under section 20 of the Glass—Steagall Act
(12 US.C. § 377).> Company is, and will continue to be, a
broker-dealer registered with the Securities and Exchange
Commission (“SEC™") and a member of the National Asso-
ciation of Securities Dealers, Inc. (“NASD”’). Accord-

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

2. As used in this order, the term *‘bank-ineligible securities™ refers
to securities that a bank may not underwrite or deal in directly under
section 16 of the Glass-Steagall Act (12 U.S.C. § 24(Seventh)).

3. Company has authority to underwrite and deal in, to a limited
extent, all types of debt securities. See First Chicago Corporation,
80 Federal Reserve Bulletin 449 (1994). Company also is authorized
to engage in a variety of other nonbanking activities. See id.
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ingly, Company is subject to the recordkeeping and report-
ing obligations, fiduciary standards, and other requirements
of the Securities Exchange Act of 1934 (15 US.C. § 78a
et seq.), the SEC, and the NASD.

The Board previously has determined that, subject to the
prudential framework of limitations established in previous
decisions to address the potential for conflicts of interests,
unsound banking practices, or other adverse effects (“sec-
tion 20 firewalls”), the proposed underwriting and dealing
activities involving bank-ineligible securities are so closely
related to banking as to be proper incidents thereto within
the meaning of section 4(c}(8) of the BHC Act.* First
Chicago has committed that Company will conduct the
proposed underwriting and dealing activities using the
same methods and procedures, and subject to the same
prudential limitations, as were established by the Board in
the Section 20 Orders and other previous cases.

The Board also has previously determined that conduct
of the proposed activities is consistent with section 20 of
the Glass—Steagall Act (12 U.S.C. § 377), provided that
the company engaged in underwriting and dealing activi-
ties derives no more than 25 percent of its gross revenues
from underwriting and dealing in bank-ineligible securities
over a two-year period.® First Chicago has committed that
Company will conduct its underwriting and dealing activi-
ties in bank-ineligible securities subject to the Board’s
revenue limit.¢

In order to approve this notice, the Board also must
consider whether performance of the proposed activities is
a proper incident to banking, that is, whether the activities
proposed “‘can reasonably be expected to produce benefits
to the public . . . that outweigh possible adverse effects,

4. See Canadian Imperial Bank of Commerce, et al., 16 Federal
Reserve Bulletin 158 (1990); J.P. Morgan & Co. Incorporated, et al.,
75 Federal Reserve Bulletin 192 (1989), aff’d sub nom. Securities
Industries Ass’n v. Board of Governors of the Federal Reserve System,
900 F.2d 360 (D.C. Cir. 1990); Citicorp, et al., 73 Federal Reserve
Bulletin 473 (1987), aff 'd sub nom. Securities Industry Ass’n v. Board
of Governors of the Federal Reserve System, 839 F.2d 47 (2d Cir.
1988), cert. den., 486 U.S. 1059 (1988); as modified by Review of
Restrictions on Director, Officer and Employee Interlocks, Cross-
Marketing Activities, and the Purchase and Sale of Financial Assets
Between a Section 20 Subsidiary and an Affiliated Bank or Thrift,
61 Federal Register 57,679 (1996) (collectively, “Section 20 Orders”).

5. See Section 20 Orders. Effective March 6, 1997, the Board
increased from 10 to 25 percent the amount of total revenue that a
section 20 subsidiary may derive from underwriting and dealing in
bank-ineligible securities. Revenue Limit on Bank-Ineligible Activities
of Subsidiaries of Bank Holding Companies Engaged in Underwriting
and Dealing in Securities, 61 Federal Register 68,750 (1996). Com-
pliance with the revenue limitation shall be calculated in accordance
with the method stated in the Section 20 Orders, as modified by the
Order Approving Modifications to the Section 20 Orders, 75 Federal
Reserve Bulletin 751 (1989), and 10 Percent Revenue Limit on Bank-
Ineligible Activities of Subsidiaries of Bank Holding Companies En-
gage in Underwriting and Dealing in Securities, 61 Federal Register
48,953 (1996) (collectively, “Modification Orders™).

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

such as undue concentration of resources, decreased or
unfair competition, conflicts of interests, or unsound bank-
ing practices.”” As part of its evaluation of these factors,
the Board considers the financial condition and managerial
resources of the notificant and its subsidiaries and the effect
the transaction would have on such resources.® The Board
has reviewed the capitalization of First Chicago and Com-
pany in accordance with the standards set forth in the
Section 20 Orders and finds the capitalization of each to be
consistent with approval of the proposal. With respect to
Company, this determination is based on all the facts of
record, including First Chicago’s projections of the volume
of Company’s underwriting and dealing activities. On the
basis of all the facts of record, and subject to the comple-
tion of a satisfactory infrastructure review, the Board con-
cludes that financial and managerial considerations are
consistent with approval of the notice.

As noted above, First Chicago has committed that Com-
pany will conduct its bank-ineligible securities underwrit-
ing and dealing activities in accordance with the prudential
framework established by the Board’s Section 20 Orders.
Under the framework and conditions established in this
order and the Section 20 Orders, the Board concludes that
Company’s proposed activities are not likely to result in
significantly adverse effects, such as undue concentration
of resources, decreased or unfair competition, conflicts of
interest, or unsound banking practices. The Board expects,
additionally, that the de novo entry of Company into the
market for the proposed services would provide added
convenience to First Chicago’s customers, lead to im-
proved methods of meeting customer financing needs, and
increase the level of competition among existing providers
of these services. Accordingly, the Board has determined
that performance of the proposed activities by First Chi-
cago can reasonably be expected to produce public benefits
that outweigh possible adverse effects under the proper
incident to banking standard of section 4(c)(8) of the BHC
Act.

For the reasons set forth in this order and the Section 20
Orders, the Board has concluded that First Chicago’s pro-
posal to engage through Company in the proposed activi-
ties is consistent with the Glass—Steagall Act, and that the
proposed activities are so closely related to banking as to
be proper incidents thereto within the meaning of section
4(c)(8) of the BHC Act provided that First Chicago limits
Company’s activities as specified in this order and the
Section 20 Orders, as modified by the Modification Orders.

On the basis of all the facts of record, the Board has
determined that the notice should be, and hereby is, ap-
proved, subject to all the terms and conditions in this order
and the Section 20 Orders, as modified by the Modification
Orders. The Board’s approval of this proposal extends only
to activities conducted within the limitations of those or-
ders and this order, including the Board’s reservation of
authority to establish additional limitations to ensure that

7. 12 US.C. § 1843(c)(8).
8. See 12 C.FR. 225.24.
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Company’s activities are consistent with safety and sound-
ness, avoidance of conflicts of interests, and other relevant
considerations under the BHC Act. Underwriting and deal-
ing in any manner other than as approved in this order and
the Section 20 Orders (as modified by the Modification
Orders) is not within the scope of the Board’s approval and
is not authorized for Company.

The Board’s approval of the proposed underwriting and
dealing activities is conditioned on a future determination
by the Board that First Chicago and Company have estab-
lished policies and procedures to ensure compliance with
the section 20 firewalls and the other requirements of this
order and the Section 20 Orders, including computer, audit
and accounting systems, internal risk management controls
and the necessary operational and managerial infrastruc-
ture. After notification by the Board that this condition has
been satisfied, Company may commence the proposed
underwriting and dealing activities, subject to the other
conditions of this order and the Section 20 Orders.

The Board’s determination also is subject to all the terms
and conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) of Regulation Y (12 C.ER.
2257 and 225,25(c)), and to the Board’s authority to
require such modification or termination of the activities of
a bank holding company or any of its subsidiaries as the
Board finds necessary to ensure compliance with, and to
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. The
Board’s decision is specifically conditioned on compliance
with all the commitments made in connection with this
notice, including the commitments discussed in this order,
and the conditions set forth in this order and the above-
noted Board regulations and orders. These commitments
and conditions are deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision, and, as such, may be enforced in proceedings
under applicable law.

The proposal shall not be commenced later than three
months after the effective date of this order, unless such
period is extended for good cause by the Board or by the
Federal Reserve Bank of Chicago, acting pursuant to dele-
gated authority.

By order of the Board of Governors, effective July 28,
1997.

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

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Swiss Bank Corporation
Basel, Switzerland

Order Approving Notice to Engage in Nonbanking
Activities

Swiss Bank Corporation, Basel, Switzerland (‘‘Swiss
Bank”), a foreign bank subject to the provisions of the

Bank Holding Company Act (“BHC Act”),! has requested
the Board’s approval under section 4(c)(8) of the BHC Act
(12 US.C. § 1843(¢c)(8)) and section 225.24(a) of the
Board’s Regulation Y (12 C.ER. 225.24(a)) to acquire
Dillon, Read Holding, Inc., New York, New York (*‘Dil-
lon”). Dillon engages in the following nonbanking activi-
ties:
(1) Providing various types of investment and financial
advice, as described in section 225.28(b)(6) of Regula-
tion Y (12 C.ER. 225.28(b)(6));
(2) Conducting securities brokerage activities, and activ-
ities incidental thereto, as described in section
225.28(b)(7) of Regulation Y (12 C.ER. 225.28(b)(7));
(3) Acting as agent in the private placement of all types
of securities, and providing related advisory services, as
described in section 225.28(b)(7) of Regulation Y
(12 C.ER. 225.28(b)(7));
(4) Dealing in obligations of the United States, general
obligations of states and their political subdivisions, and
other obligations that state member banks of the Federal
Reserve System may be authorized to underwrite and
deal in under 12 U.S.C. §§ 24 and 335 (“bank-eligible
securities”), as described in section 225.28(b)(8) of
Regulation Y (12 C.FR. 225.28(b)(8));
(5) Engaging to a limited extent in underwriting and
dealing in all types of debt and equity securities;
(6) Acting as a futures commission merchant in the
execution, clearance, and execution and clearance of
futures contracts and options on futures contracts, pursu-
ant to section 225.28(b)(7) of Regulation Y (12 C.ER.
225.28(b)(7)); and
(7) Making loans or other extensions of credit for the
account of others, as described in section 225.25(b)(1)
of Regulation Y (12 C.ER. 225.28(b)(1)).

After Swiss Bank’s acquisition of Dillon, Dillon, Read
& Co., New York, New York (*Dillon & Co.”), an indirect
subsidiary of Dillon, would merge with or purchase the
assets of SBC Warburg Inc., New York, New York (“SBC
Warburg™), a subsidiary of Swiss Bank that engages in a
wide range of securities-related activities, including engag-
ing to a limited extent in underwriting and dealing in all
types of debt and equity securities (other than the securities
of open-end investment companies).? Dillon & Co., as the
survivor, would change its name to SBC Warburg Dillon
Read Inc. (“SBCWDR”). SBCWDR would continue to
engage in all the current activities of SBC Warburg and the
permissible activities of Dillon & Co.

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

1. As a foreign bank operating branches and an agency in the United
States, Swiss Bank is subject to certain provisions of the BHC Act by
operation of section 8(a) of the International Banking Act of 1978
(12 US.C. § 3106(a)) (“IBA”).

2. See Swiss Bank Corporation, 81 Federal Reserve Bulletin 185
(1995) (“Swiss Bank 1994”). Swiss Bank Corporation, 82 Federal
Reserve Bulletin 685 (“Swiss Bank 1996”").
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comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(c)(8) of the BHC Act.

Swiss Bank, with total consolidated assets of approxi-
mately $250 billion, is the second largest banking organiza-
tion in Switzerland and the 30th largest banking organiza-
tion in the world.? In the United States, Swiss Bank
operates branches in New York, New York; Chicago, Illi-
nois; and San Francisco, California; and an agency in
Miami, Florida.# Swiss Bank also engages through subsid-
iaries in a broad range of nonbanking activities in the
United States. SBC Warburg is, and, after consummation
of the proposal, SBCWDR will continue to be, registered
with the Securities and Exchange Commission (“SEC™) as
a broker-dealer under the Securities Exchange Act of 1934
(15US.C. § 78a et seq.) (‘1934 Act”) and as an invest-
ment adviser under the Investment Advisers Act of 1940
(15 US.C. § 80b-1 et seq.) (**Advisers Act”), and a mem-
ber of the National Association of Securities Dealers, Inc.
(“NASD”). Accordingly, Swiss Bank is subject to the
recordkeeping and reporting obligations, fiduciary stan-
dards, and other requirements of the 1934 Act, the Advis-
ers Act, the SEC, and the NASD.

Swiss Bank seeks approval for Dillon, through its direct
and indirect subsidiaries, to continue to conduct the activi-
ties listed above throughout the United States.> The Board
previously has determined by regulation or order that all
these activities are closely related to banking and permissi-
ble for bank holding companies under section 4(c)(8) of
the BHC Act, and the Board previously has authorized
Swiss Bank to engage in each of these activities.® Swiss
Bank would continue to conduct its activities in accor-
dance with the conditions and limitations imposed by the
Board in the Swiss Bank Orders, including the limitations
established in Regulation Y and all the commitments fur-
nished by Swiss Bank and relied on by the Board in the
Swiss Bank Orders.”

3. Asset and foreign ranking data are as of December 31, 1995, and
are based on foreign exchange conversion rates as of that date.

4. Swiss Bank has received approval from the Board to establish a
branch in Stamford, Connecticut. See Swiss Bank Corporation,
83 Federal Reserve Bulletin 214 (1997). As part of the Board's
approval of this branch, Swiss Bank has changed its home state for
purposes of the IBA from California to Connecticut and limited the
deposits accepted by its San Francisco branch only to deposits that a
corporation organized under section 25A of the Federal Reserve Act
(an Edge Act corporation) may accept.

5. SBCWDR would engage in all the activities described above
except the futures commission merchant activities and lending for the
account of others. Futures commission merchant activities would be
engaged in by Dillon, Read Futures Inc., and lending activities would
be engaged in by Dillon, Read Interfunding Inc., both of New York,
New York, indirect subsidiaries of Dillon.

6. See generally Swiss Bank 1996; Swiss Bank 1994; Swiss Bank
Corporation, 77 Federal Reserve Bulletin 759 (1991), and Swiss Bank
Corporation, 71 Federal Reserve Bulletin 126 (1991) (together, the
“Swiss Bank Orders™).

7. Dillon, through its subsidiaries, also is general partner of certain
limited partnerships that hold investments in certain nonbanking com-
panies in excess of the limitations set forth in section 4(c)(7) of the
BHC Act (12 US.C. § 1843(c)(7)). Swiss Bank has committed that

SBC Warburg is currently engaged in limited underwrit-
ing and dealing activities that the Board previously has
determined are permissible under section 20 of the Glass—
Steagall Act (12 U.S.C. § 377).% In particular, the Board
has determined that the conduct of these securities under-
writing and dealing activities is consistent with section 20,
provided that the company engaged in the underwriting
and dealing activities derives no more than 25 percent of
its total gross revenues over any two-year period from
underwriting and dealing in securities that a state member
bank may not underwrite or deal in directly (‘‘bank-
ineligible securities”’).® Swiss Bank has committed that
SBCWDR will conduct its underwriting and dealing activ-
ities with respect to bank-ineligible securities subject to
this 25 percent revenue test.

In order to approve the proposal, the Board also must
determine that the proposed activities are a proper incident
to banking, that is, that the proposed transaction “can
reasonably be expected to produce benefits to the pub-
lic. .. that outweigh possible adverse effects, such as un-
due concentration of resources, decreased or unfair compe-
tition, conflicts of interests, or unsound banking
practices.”'? As part of its evaluation of these factors, the
Board considers the financial and managerial resources of
the notificant, its subsidiaries, and any company to be
acquired, and the effect the transaction would have on such
resources.!! Swiss Bank’s capital ratios satisfy applicable
risk-based standards under the Basle Accord and are con-
sidered equivalent to the capital levels that would be re-
quired of a United States banking organization. The Board
also has reviewed the capitalization of Swiss Bank and
SBCWDR in accordance with the standards set forth in the
Section 20 Orders and finds the capitalization of each to be
consistent with approval. This determination regarding the

this activity will be brought into conformity with the BHC Act or will
be divested within two years after consummation of the proposal and
that all future participation by Swiss Bank in such limited partnerships
will be in conformity with the BHC Act.

8. See Canadian Imperial Bank of Commerce, et al., 76 Federal
Reserve Bulletin 158 (1990); J.P. Morgan & Co., Incorporated, et al.,
75 Federal Reserve Bulletin 192 (1989), aff'd sub nom. Securities
Industries Ass’n. v. Board of Governors of the Federal Reserve
System, 900 F.2d 360 (D.C. Cir. 1990); Citicorp, et al., 73 Federal
Reserve Bulletin 473 (1987), aff 'd sub nom. Securities Industry Ass’n.
v. Board of Governors of the Federal Reserve System, 839 F.2d 47
(2d Cir. 1988), cert. denied, 486 U.S. 1059 (1988) (collectively, the
“Section 20 Orders”).

9. See Revenue Limit on Bank-Ineligible Activities of Subsidiaries of
Bank Holding Companies Engaged in Underwriting and Dealing in
Securities, 61 Federal Register 68,750 (1996). See also the Section 20
Orders. Compliance with the 25 percent revenue limitation will be
calculated in accordance with the method stated in the Section 20
Orders, as modified by the Order Approving Modifications to the
Section 20 Orders, 75 Federal Reserve Bulletin 751 (1989); and
10-Percent Revenue Limit on Bank-Ineligible Activities of Subsidiar-
ies of Bank Holding Companies Engaged in Underwriting and Deal-
ing in Securities, 61 Federal Register 48,953 (1996) (collectively, the
“Modification Orders™).

10. See 12 U.S.C. § 1843(c)(8).

11. See 12 C.FR. 225.26; see also The Fuji Bank, Limited, 75
Federal Reserve Bulletin 94 (1989); Bayerische Vereinsbank AG, 73
Federal Reserve Bulletin 155 (1987).
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capitalization of SBCWDR is based on all the facts of
record, including projections of the volume of SBCWDR’s
underwriting and dealing activities in bank-ineligible secu-
rities. The Board also has reviewed other aspects of the
financial condition and resources of Swiss Bank, Dillon,
and their respective subsidiaries, including the effect of the
proposal on the financial condition and resources of these
entities.

On the basis of its supervisory experience with Swiss
Bank and SBCWDR, the commitments provided in this
case, and the management of SBCWDR, the Board also
has determined that Swiss Bank and SBCWDR have estab-
lished policies and procedures to ensure compliance with
this order and the Section 20 Orders, including computer,
audit, and accounting systems, internal risk management
controls, and the necessary operational and managerial
infrastructure. The Board also has reviewed other aspects
of the managerial resources of the entities involved in the
proposal, including the expected effect of the proposal on
such resources.

On the basis of the foregoing and all the facts of record,
the Board has concluded that financial and managerial
considerations are consistent with approval of the propos-
al.!z

The Board also has carefully considered the competitive
effects of the proposal. Dillon operates nonbanking subsid-
iaries that compete with certain nonbanking subsidiaries of
Swiss Bank. In each case, however, the market for these
nonbanking services is unconcentrated, and there are nu-
merous providers of these services. As a result, consumma-
tion of the proposal would have a de minimis effect on
competition for these services, and the Board has con-
cluded that the proposal would not result in a significantly
adverse effect on competition in any relevant market.

Under the framework established in this and prior deci-
sions, including the prudential limitations established by
the Board in the Section 20 Orders, consummation of the
proposal is not likely to result in any significantly adverse
effects, such as undue concentration of resources, de-
creased or unfair competition, conflicts of interests, or
unsound banking practices that outweigh the public bene-
fits of the proposal. The Board expects that the proposal
would enable Swiss Bank to compete more effectively,
particularly in underwriting activities and in providing
merger and acquisition advice and financing, by increasing

12. The Board received a comment from a customer of Swiss Bank
in Switzerland alleging that a Swiss Bank branch in Switzerland has
denied a member of his family access to the funds in her account and
discriminated against her on the basis of her gender and several
factors in her family background. Swiss Bank responded to these
allegations and stated that the funds in the account were properly
withdrawn several years ago and that Swiss Bank has explained the
facts concerning the withdrawal to the commenter several times
during the subsequent years. This dispute arises under the laws of a
foreign country and is subject to the jurisdiction of foreign courts. The
Board has determined that its limited jurisdiction to review notices
under the specific factors in the BHC Act does not authorize it to
adjudicate disputes between a bank customer and a notificant, particu-
larly disputes arising under the laws of a foreign jurisdiction, that do
not arise under the enumerated factors in the BHC Act.

its customer base and equity research capabilities. As a
result, Swiss Bank should be able to offer a broader range
of products and services to its customers.

Accordingly, based on all the facts of record, the Board
has determined that the balance of public benefits that it
must consider under the proper incident to banking stan-
dard of section 4(c)(8) of the BHC Act is favorable and
consistent with approval of the proposal.

Based on the foregoing and all other facts of record, the
Board has determined that the notice should be, and hereby
is, approved. This determination is subject to all the terms
and conditions discussed in this order and in the Swiss
Bank Orders, and extends only to activities conducted
within the limitations of those orders and this order, includ-
ing the Board’s reservation of authority to establish addi-
tional limitations to ensure that SBCWDR’s activities are
consistent with safety and soundness, conflicts of interests,
and other relevant considerations under the BHC Act. The
Board’s determination also is subject to all the terms and
conditions set forth in Regulation Y, including those in
sections 225.7 and 225.25(c) of Regulation Y (12 C.ER.
225.7 and 225.25(c)), and to the Board’s authority to
require such modification or termination of the activities of
a bank holding company or any of its subsidiaries as the
Board finds necessary to ensure compliance with, and to
prevent evasion of, the provisions of the BHC Act and the
Board’s regulations and orders issued thereunder. The
Board’s decision is specifically conditioned on compliance
with all the commitments made in connection with the
notice, the conditions established in this order, and the
commitments and conditions set forth or referred to in the
Swiss Bank Orders and the Board regulations and other
orders noted above. The commitments and conditions re-
lied on by the Board in reaching this decision are deemed
to be conditions imposed in writing by the Board in con-
nection with its findings and decision, and, as such, may be
enforced in proceedings under applicable law.

The proposal 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, acting pursuant to
delegated authority.

By order of the Board of Governors, effective July 28,
1997.

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

JENNIFER J. JOHNSON
Deputy Secretary of the Board

ORDERS ISSUED UNDER INTERNATIONAL BANKING ACT

ABSA Bank Limited
Johannesburg, Republic of South Africa

Order Approving Establishment of a Representative
Office
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ABSA Bank Limited (“Bank”), Johannesburg, Republic
of South Africa, a foreign bank within the meaning of the
International Banking Act (*“IBA”), has applied under sec-
tion 10(a) of the IBA (12 U.S.C. § 3107(a)) to establish a
representative office in New York, New York. The Foreign
Bank Supervision Enhancement Act of 1991, which
amended the IBA, provides that a foreign bank must obtain
the approval of the Board to establish a representative
office in the United States.

Notice of the application, affording interested persons an
opportunity to comment, has been published in a newspa-
per of general circulation in New York (The New York
Times, April 19, 1995). The time for filing comments has
expired, and the Board has considered the application and
all comments received.

Bank, with assets of $28 billion as of March 31, 1997, is
a wholly owned subsidiary of Amalgamated Banks of
South Africa Limited (“Amalgamated”), the controlling
company of the largest banking and financial services
group in South Africa.’ Bank provides banking services
throughout South Africa and has investments in a number
of banks and nonbank companies. Outside South Africa,
Bank operates branches in the United Kingdom and Singa-
pore, and representative offices in the People’s Republic of
China and the Federal Republic of Germany, and owns
subsidiaries in Hong Kong and Germany.

The activities of Bank’s proposed representative office
would include acting as liaison between Bank’s home
office and customers in the United States, soliciting finan-
cial services business on behalf of Bank, and providing
information and advice on economic conditions and invest-
ment opportunities in South Africa. The representative
office would not execute contracts on behalf of Bank,
approve loans, disburse funds, or accept deposits or loan
repayments.

In acting on an application to establish a representative
office, the IBA and Regulation K provide that the Board
shall take into account whether the foreign bank engages
directly in the business of banking outside of the United
States and has furnished to the Board the information it
needs to assess the application adequately. The Board also
shall take into account whether the foreign bank and any
foreign bank parent is subject to comprehensive supervi-
sion or regulation on a consolidated basis by its home
country supervisor (12 U.S.C. § 3107(a)(2); 12 C.FR.
211.24(d)). The Board may also take into account
additional standards as set forth in the IBA (12 US.C.
§ 3105(d)(3)-(4)) and Regulation K (12 C.ER. 211.24(c)).

The Board previously has stated that the standards that
apply to the establishment of a branch or agency need not
in every case apply to the establishment of a representative
office, because representative offices do not engage in a
banking business and cannot take deposits or make loans.?
In evaluating an application to establish a representative

1. Amalgamated is controlled directly and indirectly by a number of
South African companies engaged in insurance and other businesses.
2. See 58 Federal Register 6348, 6351 (1993).

office under the IBA and Regulation K, the Board will take
into account the standards that apply to the establishment
of branches and agencies, subject generally to the follow-
ing considerations. With respect to supervision by home
country authorities, a foreign bank that proposes to estab-
lish a representative office should be subject to a significant
degree of supervision by its home country supervisor.> A
foreign bank’s financial and managerial resources will be
reviewed to determine whether its financial condition and
performance demonstrate that it is capable of complying
with applicable laws and has an operating record that
would be consistent with the establishment of a representa-
tive office in the United States. Finally, all foreign banks,
whether operating through branches, agencies or represen-
tative offices, will be required to provide adequate assur-
ances of access to information on the operations of the
bank and its affiliates necessary to determine compliance
with U.S. laws.

The Board has considered the following information
with respect to home country supervision of Bank. The
South African Reserve Bank (the “Reserve Bank™) is the
primary bank supervisory authority in South Africa and, as
such, is the home country supervisor of Bank. The Reserve
Bank has authorized Bank to establish the proposed repre-
sentative office.

The Board previously has determined, in connection
with an application involving another bank from South
Africa, Standard Bank of South Africa, (“Standard
Bank™), that Standard Bank was subject to a significant
degree of supervision by the Reserve Bank.* The Board has
determined that Bank is supervised by the Reserve Bank
on substantially the same terms and conditions as Standard
Bank. Based on all the facts of record, the Board concludes
that factors relating to the supervision of Bank by its home
country supervisor are consistent with approval of the
proposed representative office.

The Board also has determined that, for purposes of the
IBA and Regulation K, Bank engages directly in the busi-
ness of banking outside of the United States through its
operations in South Africa. Bank has provided the Board
with the information necessary to assess the application
through submissions that address relevant issues.

The Board also has taken into account the additional
standards set forth in section 7 of the IBA and Regu-
lation K (see 12 U.S.C. § 3105(d)(3)-(4); 12 C.ER.
211.24(c)(2)). As noted above, the Reserve Bank has au-
thorized Bank to establish the proposed representative of-
fice.

Taking into consideration Bank’s record of operations in
its home country, its overall financial resources, and its
standing with its home country supervisors, the Board also
has determined that financial and managerial factors are
consistent with approval of the proposed representative

3, See Citizens National Bank, 79 Federal Reserve Bulletin 805
(1993).

4. See Standard Bank of South Africa, 81 Federal Reserve Bulletin
517 (1995).
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office. Bank appears to have the experience and capacity to
support the proposed representative office and also has
established controls and procedures for the proposed repre-
sentative office to ensure compliance with U.S. law.

With respect to access to information about Bank’s
operations, the Board has reviewed the restrictions on
disclosure in South Africa and has communicated with the
relevant authorities about access to information. Bank and
its parents have committed to make available to the Board
such information on the operations of Bank and any of its
affiliates that the Board deems necessary to determine and
enforce compliance with the IBA. the Bank Holding Com-
pany Act of 1956, as amended, and other applicable federal
law. To the extent that the provision of such information to
the Board may be prohibited or impeded by law, Bank and
its parents have committed to cooperate with the Board to
obtain any necessary consents or waivers that might be
required from third parties in connection with disclosure of
such information. In light of these commitments and other
facts of record, and subject to the condition described
below, the Board concludes that Bank has provided ade-
quate assurances of access to any necessary information
the Board may request.

On the basis of all the facts of record, and subject to the
commitments made by Bank, as well as the terms and
conditions set forth in this order. the Board has determined
that Bank's application to establish a representative office
should be, and hereby is, approved. Should any restrictions
on access to information on the operations or activities of

Bank or any of its affiliates subsequently interfere with the
Board’s ability to determine the compliance by Bank or its
affiliates with applicable federal statutes, the Board may
require termination of any of Bank’s direct or indirect
activities in the United States. Approval of the application
is also specifically conditioned on compliance by Bank
with the commitments made in connection with the appli-
cation and with the conditions in this order.® The commit-
ments and conditions referred to above are conditions
imposed in writing by the Board in connection with its
decision, and may be enforced in proceedings under
12 US.C. § 1818 against Bank and its affiliates.

By order of the Board of Governors, effective July 30,
1997.

Voting for this action: Chairman Greenspan, Vice Chair Rivlin and
Governors Meyer and Phillips. Absent and not voting: Governor
Kelley.

JENNIFER J. JOHNSON
Deputy Secretary of the Board

5. The Board's authority to approve the establishment of the pro-
posed representative office parallels the continuing authority of the
State of New York to license offices of a foreign bank. The Board's
approval of this application does not supplant the authority of the
State of New York and its agent, the New York State Banking
Department (the “Department”), to license the proposed representa-
tive office of Bank in accordance with any terms or conditions that the
Department may impose.

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 3
Applicant(s) Bank(s) Effective Date
Eggemeyer Advisory Corp., SC Bancorp, July 29, 1997

San Diego, California
Castle Creek Capital, L.L.C,,

San Diego, California
Castle Creek Capital Partners

Fund-I, L.P,

San Diego, California
Western Bancorp,

Laguna Niguel, California

Anaheim, California
Southern California Bank,
Anaheim, California
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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—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

ABC Bancorp,
Moultrie, Georgia

Bank of Mulberry Employee Stock
Ownership Trust,
Mulberry, Arkansas

Central Bancompany, Inc.,
Jefterson City, Missouri

Central Illinois Bancorp Inc.,
Champaign, Illinois

Century Acquisition Corp.,
Hurst, Texas

Century South Banks, Inc.,
Gainesville, Georgia

City Bancorp,
Springfield, Missouri
Commercial Bancshares of Ozark,
Inc.,
Ozark, Alabama
CoVest Bancshares, Inc.,
Des Plaines, Illinois
Davis BanCorporation, Inc.,
Davis, Oklahoma
ECSB Holding Company, Inc.,
Fort Walton Beach, Florida

Edgar County Banc Shares, Inc.,
Paris, Illinois

Enterbank Holdings, Inc.,

Clayton, Missouri

Ewen Bancshares, Inc.,
Ewen, Michigan

Irwin Bankcorp, Inc.,
Ocilla, Georgia

The Bank of Ocilla,
Ocilla, Georgia

Acme Holding Company, Inc.,
Mulberry, Arkansas

Farmers and Traders Bancshares, Inc.,

California, Missouri

Farmers and Traders Bank,
California, Missouri

First Ozaukee Capital Corporation,
Cedarburg, Wisconsin

First Ozaukee Savings Bank,
Cedarburg, Wisconsin

Century Capital Financial, Inc.,
Kilgore, Texas

Bank Corporation of Georgia,
Macon, Georgia

First South Bank, N.A_,
Macon, Georgia

Ameribank, N.A,,
Savannah, Georgia

THE BANK,
Springfield, Missouri

The Commercial Bank of Ozark,
Ozark, Alabama

CoVest Banc, N.A_,
Des Plaines, Nlinois
Century Acquisition Corp.,
Hurst, Texas
American National Financial
Corporation,
Panama City, Florida

First National Bank Northwest Florida,

Panama City, Florida
Edgar County Bank and Trust Co.,
Paris, Illinois
Kansas Banc Corporation,
Kansas, Illinois
Kansas State Bank,
Kansas, Illinois
City Bancorp,
Springfield. Missouri
THE BANK,
Springfield, Missouri
State Bank of Ewen,
Ewen, Michigan

Atlanta

St. Louis

St. Louis

Chicago

Kansas City

Atlanta

St. Louis

Atlanta

Chicago
Kansas City

Atlanta

Chicago

St. Louis

Minneapolis

July 23, 1997

June 26, 1997
July 10, 1997
July 2, 1997
July 24, 1997
July 11, 1997
July 9, 1997
July 9, 1997

July 10, 1997
July 24, 1997

June 25, 1997

July 9, 1997

July 17, 1997

July 1, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

FBA Bancorp, Inc.,
Chicago, Illinois

F & M Bancorporation, Inc.,
Kaukauna, Wisconsin

F & M Merger Corporation,
Kaukauna, Wisconsin

Minneapolis, Minnesota

First Centralia Bancshares, Inc.,
Centralia, Kansas

First Eldorado Bancshares, Inc.,
Eldorado, Illinois

First Marshall Bancshares, Inc.,
Marshall, Texas

First Marshall Delaware Bancshares.

Inc.,
Dover, Delaware

First National Bancorp of River
Falls, Inc.,
River Falls, Wisconsin

First National Bancshares of
Gallatin,
Gallatin, Missouri

First State Bancshares of Blakely,

Inc.,
Blakely, Georgia
First Federal Savings Bank of
Southwest Georgia,
Donalsonville, Georgia
First United Bancshares, Inc.,
El Dorado, Arkansas

Fulton Financial Corp,
Lancaster, Pennsylvania
Gideon Bancshares Company,

Dexter, Missouri
Hibernia Corporation,
New Orleans, Louisiana

Intra Financial Corp.
Clyde, Kansas

First Bank of the Americas, S.S.B.,

Chicago, Illinois
Clear Lake Bancorp, Inc.,
Clear Lake, Wisconsin
Landmark Bank,
Clear Lake, Wisconsin

First Bank National Association ND,

Fargo, North Dakota
Century Acquisition Corp.,
Hurst, Texas
Dana Bancorp, Inc.,
Dana, Indiana
First National Bank of Dana,
Dana, Indiana

First Marshall Delaware Bancshares,

Dover, Delaware
First Marshall Corporation,
Marshall, Texas

East Texas National Bank of Marshall,

Marshall, Texas
First Marshall Corporation.
Marshall, Texas

East Texas National Bank of Marshall,

Marshall, Texas
First National Bank of River Falls,
River Falls, Wisconsin

The First National Bank of Gallatin,

Gallatin, Missouri

First State Bank of Donalsonville,
Donalsonville. Georgia

Fredonia Bancshares, Inc.,
Nacogdoches, Texas

Fredonia State Bank,
Nacogdoches, Texas

The Peoples Bank of Elkton,
Elkton, Maryland

First Midwest Bank of Chaffee,
Chaffee, Missouri

Executive Bancshares, Inc.,
Paris, Texas

First National Bank of Paris.
Paris, Texas

Collin County National Bank,
McKinney, Texas

Peoples Bancorp of Belleville, Inc.,

Belleville, Kansas

Chicago

Chicago

Minneapolis

Kansas City

St. Louis

Dallas

Dallas

Minneapolis

Kansas City

Atlanta

St. Louis

Philadelphia

St. Louis

Atlanta

Kansas City

Tuly 15, 1997

July 10, 1997

July 14, 1997

July 24, 1997

July 15, 1997

July 16, 1997

July 16, 1997

July 3, 1997

July 2, 1997

July 2, 1997

July 3, 1997

June 30, 1997

June 25, 1997

July 17, 1997

July 2, 1997
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Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

J&L Holdings Limited Partnership,
Pilger, Nebraska
Plainview Holding Company,
Pilger, Nebraska
Midwest Bancorporation, Inc.,
Poplar Bluff, Missouri
Midwest Bancshares, Inc.,
Poplar Bluff, Missouri
Affiliates Employee Stock
Ownership Plan,
Poplar Bluff, Missouri
Morrill Bancshares, Inc.,
Sabetha, Kansas
MSB Mutual Holding Company,
Wall Township, New Jersey
MSB Financial, Inc.,
Wall Township, New Jersey
NationsBank Corporation,
Charlotte, North Carolina
NB Holdings Corporation,
Charlotte, North Carolina
Boatmen’s Bank of Southern
Missouri,
Springfield, Missouri
New Woodson Bancshares, Inc.,
Graham, Texas

Northway Financial, Inc.,
Berlin, New Hampshire

Norwest Corporation,
Minneapolis, Minnesota
Norwest Corporation,
Minneapolis, Minnesota
Onaga Bancshares, Inc.,
Onaga, Kansas
Pioneer Bancshares, Inc., Employee
Stock Ownership Plan,
Ponca City, Oklahoma
Security Bancshares, Inc.,
Scott City, Kansas
South Platte Bancorp,
Julesburg, Colorado
First National Bank of Julesburg
ESOP,
Julesburg, Colorado
State Bank of Hawley Employee
Stock Ownership Plan and Trust,
Hawley, Minnesota

American National Creighton Company,
Creighton, Nebraska

Midwest Bancshares, Inc.,
Poplar Bluff, Missouri
Midwest Bancorporation, Inc.,
Poplar Bluff, Missouri

Century Acquisition Corp.,

Hurst, Texas

Manasquan Savings Bank,
Wall Township, New Jersey

Citizens Bancshares of Eldon,

Missouri, Inc.,

Eldon, Missouri

Woodson Bancshares, Inc.,

Graham, Texas

First State Bancorp, Inc.,
Carson City, Nevada
First State Bank,

Graham, Texas

The Berlin City Bank,
Berlin, New Hamsphire
Pemi Bancorp, Inc.,
Plymouth, New Hampshire
Myers Bancshares, Inc.,

Dallas, Texas

Woodhaven National Bank,
Fort Worth, Texas
Century Acquisition Corp.,

Hurst, Texas

Pioneer Bancshares, Inc.,
Ponca City, Oklahoma

Intra Financial Corp.,

Clyde, Kansas

South Platte Bancorp,
Julesburg, Colorado

Bankshares of Hawley, Inc.,
Hawley, Minnesota

Kansas City

St. Louis

St. Louis

Kansas City

New York

Richmond

Dallas

Boston

Minneapolis
Minneapolis
Kansas City

Kansas City

Kansas City

Kansas City

Minneapolis

Tuly 23, 1997

July 9, 1997

July 9, 1997

July 24, 1997

July 18, 1997

July 2, 1997

July 9, 1997

July 22, 1997

July 10, 1997
July 9, 1997
July 24, 1997

July 23, 1997

July 2, 1997

Tuly 24, 1997

July 2, 1997



794 Federal Reserve Bulletin [ September 1997

Section 3—Continued

Applicant(s)

Bank(s)

Reserve Bank

Effective Date

The Union Illinois 1995 Investment
Limited Partnership,
Swansea, 1llinois

United Roosevelt, MHC,
Carteret, New Jersey

United Roosevelt Bancorp, Inc.,
Carteret, New Jersey

Section 4

Union Illinois Company,
Swansea, Illinois

United Roosevelt Savings Bank,
Carteret, New Jersey

United Roosevelt Savings Bank,
Carteret, New Jersey

St. Louis

New York

July 14, 1997

July 18, 1997

Applicant(s)

Nonbanking Activity/Company

Reserve Bank

Effective Date

Anteilsverwaltung-Zentralsparkasse,
Vienna, Austria

Bank Austria Aktiengesellschaft,
Vienna, Austria

Commercial BancShares, Inc.,
Parkersburg, West Virginia

Independent Community
Bankshares, Inc.,
Middleburg, Virginia

Norwest Corporation,
Minneapolis, Minnesota

Norwest Financial Services, Inc.,
Des Moines, lowa

Norwest Financial, Inc.,
Des Moines, lowa

Norwest Corporation,
Minneapolis, Minnesota

Patapsco Valley Bancshares, Inc.,
Ellicott City, Maryland

Pinnacle Financial Services, Inc.,
St. Joseph, Michigan

Provident Bankshares Corporation,
Baltimore, Maryland

Waseca Bancshares, Inc.,
Waseca, Minnesota

Creditanstalt-Bankverein,
Vienna, Austria

Mid-Ohio Valley Loan Company,
St. Mary’s, West Virginia

Tredegar Trust Company,
Richmond, Virginia

Tennessee Credit Corporation,
Murfreesboro, Tennessee

First City Life Insurance Company,
Murfreesboro, Tennessee

Paragon Capital LLC,
Newton, Massachusetts

Central Maryland Services Corporation,
Ellicott City, Maryland

Indiana Federal Corporation,
Valparaiso, Indiana

Indiana Federal Bank for Savings,
Valparaiso, Indiana

IndFed Mortgage Company,
Valparaiso, Indiana

IFB Investment Services, Inc.,
Valparaiso, Indiana

Forrest Holdings, Inc.,
Lisle, Illinois

Forrest Financial Corporation,
Lisle, Illinois

First Citizens Financial Corporation,
Gaithersburg, Maryland

Citizens Savings Bank, F.S.B.,
Gaithersburg, Maryland

American Savings, Inc.,
Farmington, Minnesota

New York

Richmond

Richmond

Minneapolis

Minneapolis
Richmond

Chicago

Richmond

Minneapolis

July 17, 1997

July 3, 1997

July 1, 1997

July 17, 1997

July 23, 1997
June 27, 1997

June 30, 1997

July 7, 1997

July 2, 1997
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APPLICATIONS APPROVED UNDER BANK MERGER ACT
By Federal Reserve Banks

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

the Reserve Banks.

Applicant(s) Bank(s)

Reserve Bank Effective Date

First Community Bank of Southwest
Virginia, Inc.,
Tazewell, Virginia

Damascus, Virginia

Honaker, Virginia

First Virginia Bank - Mountain Empire,

Richmond July 9, 1997

Premier Bank-Central, N.A.,

Premier Bank-South, N.A.,

Wytheville, Virginia
United Carolina Bank,
Whiteville, North Carolina

Triangle Bank,
Raleigh, North Carolina

Richmond July 1, 1997

Branch Banking and Trust Company,
Winston-Salem, North Carolina

Vectra Bank,
Denver, Colorado

Professional Bank,
Denver, Colorado

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

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

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

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

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

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

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

Pharaon v. Board of Governors, No. 97-1114 (D.C. Cir., filed
February 28, 1997). Petition for review of a Board order

Kansas City July 16, 1997

dated January 31, 1997, imposing civil money penalties and
an order of prohibition for violations of the Bank Holding
Company Act.

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

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

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

Artis v. Greenspan, No. 1:96CV02619 (D.D.C., filed Novem-
ber 19, 1996). Employment discrimination action. On
May 30, 1997, the court granted the Board’s motion to
dismiss the action.

Snyder v. Board of Governors, No. 96-1403 (D.C. Cir., filed
October 23, 1996). Petition for review of Board order dated
September 11, 1996, prohibiting John K. Snyder and
Donald E. Hedrick from further participation in the banking
industry. On May 8, 1997, the court of appeals granted the
Board’s motion to dismiss the petition. Petitioners’ request
for rehearing or rehearing en banc was denied on July 31,
1997.
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American Bankers Insurance Group, Inc. v. Board of Gover-
nors, No. 96-CV-2383-EGS (D.D.C.. filed October 16,
1996). Action seeking declaratory and injunctive relief in-
validating a new regulation issued by the Board under the
Truth in Lending Act relating to treatment of fees for debt
cancellation agreements. On October 18, 1996, the district
court denied plaintiffs’ motion for a temporary restraining
order. On January 17, 1997, the parties filed cross-motions
for summary judgment.

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

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

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

Inner City Press/Community on the Move v. Board of Gover-
nors, No. 96-4008 (2nd Cir., filed January 19, 1996). Peti-
tion for review of a Board order dated January 5, 1996,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both of New York, New York, and by Chemical
Bank to merge with The Chase Manhattan Bank, N.A., both
of New York, New York. Petitioners’ motion for an emer-
gency stay of the transaction was denied following oral
argument on March 26, 1996. The Board’s brief on the
merits was filed July 8, 1996. The case was consolidated for
oral argument and decision with Lee v. Board of Governors,
No. 954134 (2d Cir.); oral argument was held on Janu-

ary 13, 1997. On July 2, 1997, the court of appeals dis-
missed the petition for review.

Lee v. Board of Governors, No. 954134 (2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization of U.S. Trust Corporation, New York, New York,
and the acquisition of U.S. Trust by Chase Manhattan
Corporation, New York, New York. On September 12,
1995, the court denied petitioners’ motion for an emergency
stay of the Board’s orders. The Board’s brief was filed on
April 16, 1996. Oral argument, consolidated with Inner City
Press/Community on the Move v. Board of Governors, took
place on January 13, 1997. On July 2, 1997, the court of
appeals dismissed the petition for review.

In re Subpoena Duces Tecum, Misc. No. 95-06 (D.D.C., filed
January 6, 1995). Action to enforce subpoena seeking pre-
decisional supervisory documents sought in connection with
an action by Bank of New England Corporation’s trustee in
bankruptcy against the Federal Deposit Insurance Corpora-
tion. The Board filed its opposition on January 20, 1995.
Oral argument on the motion was held July 14, 1995.

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

FINAL, ENFORCEMENT ORDERS ISSUED BY THE BOARD
OF GOVERNORS

Postipankki Ltd.
Helsinki, Finland

The Federal Reserve Board announced on July 11, 1997,
the issuance of an Order of Assessment of a Civil Money
Penalty against Postipankki Ltd., Helsinki, Finland, a for-
eign bank, and its New York branch.



Al

Financial and Business Statistics

A3

A4

A5

A6

A6

A7
A8
A9

Al0
All

All

Al2
Al4

AlS
Al6
Al17
Al9
A20

A22

A22

A23
A24

GUIDE TO TABULAR PRESENTATION
DOMESTIC FINANCIAL STATISTICS

Money Stock and Bank Credit

Reserves, money stock, liquid assets, and debt
measures

Reserves of depository institutions, Reserve Bank
credit

Reserves and borrowings—Depository

institutions

Selected borrowings in immediately available
funds—Large member banks

Policy Instruments

Federal Reserve Bank interest rates
Reserve requirements of depository institutions
Federal Reserve open market transactions

Federal Reserve Banks

Condition and Federal Reserve note statements
Maturity distribution of loan and security
holdings

Monetary and Credit Aggregates

Aggregate reserves of depository institutions

and monetary base

Money stock, liquid assets, and debt measures
Deposit interest rates and amounts outstanding—
commercial and BIF-insured banks

Commercial Banking Institutions—
Assets and Liabilities

All commercial banks

Domestically chartered commercial banks
Large domestically chartered commercial banks
Small domestically chartered commercial banks
Foreign-related institutions

Financial Markets

Commercial paper and bankers dollar
acceptances outstanding

Prime rate charged by banks on short-term
business loans

Interest rates—money and capital markets
Stock market—Selected statistics

A25
A26
A27
A27

A28

A29

A30

A3l

A32

A32
A33

A34
A35

A36
A36

A37
A39
A40
Adl

A42

A42
A43
Ad4
A46
A47

Federal Finance

Federal fiscal and financing operations
U.S. budget receipts and outlays
Federal debt subject to statutory limitation
Gross public debt of U.S. Treasury—
Types and ownership

U.S. government securities
dealers—Transactions

U.S. government securities dealers—
Positions and financing

Federal and federally sponsored credit
agencies—Debt outstanding

Securities Markets and Corporate Finance

New security issues—Tax-exempt state and local
governments and corporations

Open-end investment companies—Net sales

and assets

Corporate profits and their distribution

Domestic finance companies—Assets and

liabilities, and consumer, real estate, and business
credit

Real Estate

Mortgage markets
Mortgage debt outstanding

Consumer Credit

Total outstanding
Terms

Flow of Funds

Funds raised in U.S. credit markets
Summary of financial transactions
Summary of credit market debt outstanding
Summary of financial assets and liabilities

DOMESTIC NONFINANCIAL STATISTICS

Selected Measures

Nonfinancial business activity—

Selected measures

Labor force, employment, and unemployment
Output, capacity, and capacity utilization
Industrial production—Indexes and gross value
Housing and construction

Consumer and producer prices



A2

Federal Reserve Bulletin [] September 1997

A48
A49

AS50
AS1
ASl
AS1

A52

AS52
AS3
AS5
AS56

A56
A57

DOMESTIC NONFINANCIAL STATISTICS—
CONTINUED

Selected Measures—Continued

Gross domestic product and income
Personal income and saving

INTERNATIONAL STATISTICS

Summary Statistics

U.S. international transactions—Summary
U.S. foreign trade

U.S. reserve assets

Foreign official assets held at Federal Reserve
Banks

Selected U.S. liabilities to foreign official
institutions

Reported by Banks in the United States

Liabilities to and claims on foreigners
Liabilities to foreigners

Banks’ own claims on foreigners

Banks’ own and domestic customers’ claims on
foreigners

Banks’ own claims on unaffiliated foreigners
Claims on foreign countries—

Combined domestic offices and foreign branches

A58
A59

A60
A61

A6l
A6l
A62

A63

A64

AG68

A76

A80

Reported by Nonbanking Business
Enterprises in the United States

Liabilities to unaffiliated foreigners
Claims on unaffiliated foreigners

Securities Holdings and Transactions

Foreign transactions in securities
Marketable U.S. Treasury bonds and
notes—Foreign transactions

Interest and Exchange Rates

Discount rates of foreign central banks
Foreign short-term interest rates
Foreign exchange rates

GUIDE TO STATISTICAL RELEASES AND
SPECIAL TABLES

SPECIAL TABLES

Assets and liabilities of commercial banks,
March 31, 1997

Residential lending under the Home Mortgage
Disclosure Act, 1996

Disposition of applications for private mortgage
insurance, 1996

INDEX TO STATISTICAL TABLES



A3

Guide to Tabular Presentation

SYMBOLS AND ABBREVIATIONS

c Corrected

e Estimated

n.a. Not available

n.e.c. Not elsewhere classified

) Preliminary

r Revised (Notation appears on column heading

when about half of the figures in that column
are changed.)

* Amounts insignificant in terms of the last decimal
place shown in the table (for example, less than
500,000 when the smallest unit given is millions)

0 Calculated to be zero

c Cell not applicable

ATS Automatic transfer service

BIF Bank insurance fund

CD Certificate of deposit

CMO Collateralized mortgage obligation
FFB Federal Financing Bank

FHA Federal Housing Administration

FHLBB Federal Home Loan Bank Board
FHLMC Federal Home Loan Mortgage Corporation

FmHA Farmers Home Administration

FNMA Federal National Mortgage Association

FSLIC Federal Savings and Loan Insurance Corporation
G-7 Group of Seven

GENERAL INFORMATION

In many of the tables, components do not sum to totals because of
rounding.

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

“U.S. government securities” may include guaranteed issues
of U.S. government agencies (the flow of funds figures also

G-10 Group of Ten

GNMA Government National Mortgage Association

GbpP Gross domestic product

HUD Department of Housing and Urban
Development

IMF International Monetary Fund

10 Interest only

IPCs Individuals, partnerships, and corporations

IRA Individual retirement account

MMDA Money market deposit account

MSA Metropolitan statistical area

NOW Negotiable order of withdrawal

OCD Other checkable deposit

OPEC Organization of Petroleum Exporting Countries

OTS Office of Thrift Supervision

PO Principal only

REIT Real estate investment trust

REMIC Real estate mortgage investment conduit

RP Repurchase agreement

RTC Resolution Trust Corporation

SAIF Savings Association Insurance Fund

SCO Securitized credit obligation

SDR Special drawing right

Sic Standard Industrial Classification

VA Department of Veterans Affairs

include not fully guaranteed issues) as well as direct obliga-
tions of the Treasury. “State and local government” also in-
cludes municipalities, special districts, and other political
subdivisions.
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1.10  RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change, seasonally adjusted’

1996 1997 1997
Monetary or credit aggregate
Q3 Q1 Q2 Feb. Mar. Apr May" June
Reserves of depmlmr\ instuution
1 Total.. ... . -l64 ~17.2 -8.3 —143 -123 -17.0 =219 -9.7 19
2 Requnred ~16.5 ~185 -84 —14.9 -79 -20.7 —18.6 —158 1.4
3 Nonborrowed. —17.6 =72 —16.0 -123 -19.9 245 -9.3 -2
4 Monetary base” 53 5.6 33 5.7 35 1.6 36 4.7
Concepts of money. hqwid assets, and debr*
5 Ml -6.5 -7 -3.5 9 —6.0 —11.3 =27 6
6 3.4 6.1 4.3 5.3 5.2 6.1" -1 4.6
7 5.5' 82" 6.8 9.5 7.9° 9.0" 1.6 57
8 6.5' 6.7' n.d 9.1' 7.9' 8.8 I na
9 5.3 4.5 n.a 5.0 53" 59 4.0 n.a
10 M2 e e 77 8.7 8.1 6.9 9.6' 12.7° 8 6.2
tmM3only® . .0 o0 L e [ 1327 157 15.6 243 17.1 19.0° 7.2 9.2
Time and savings deposits
Commercial banks
12 Savings, including MMDAs. PR 12.0 14.0 10.7 93 1 17.6 —-32 57
13 Small time 59 e e 37 29 5.9 22 5.1 5.6 6.2 11.6
14 Largetime™ . ... . o oo 19.1 12.8 23.7 17.5' 255" 3547 4.6 25.6
Thrift mmtunons
15  Savings, mcludmg MMDAS. ... 2 2.7 5.8 2.9 23 9.7 77 0
16 Small ume ,,,,,, N -2 1 -3 Y -10.58 -4.1" 34 -4.1
17 Large imed L e e 9.0 12.8 5.1 11.8 1.5 73 —1.5 11.7
Money market mutual funds
18 Retail .................ooo .. e 16.3 16.3 14 13.9 9.9 245 —4.2 12.1
19 Institution-only . ....... ... ...l o ol 20.7 12.5 360 5.1 -8 0 2
Repurchase agreements and Eurodollars
20 Repurchase agreements ™ ... o e -4.4 7.8 1.7 245 -10.8 115 -3.0 —15.0
21 Eurodollars'. . . .. L. e e e 8.5 4. 254 7.0 238 317 57.0 -5§85.3
Debt cnmp(mentr
22 Federal..... e e 3.8 32 1.8 n.a. 1.8 4.7 2.4 -39 n.a.
23 Nonfederal.. . ..... 5.8' 5.6 5.5° n.a 61" 5.5 7.1 6.7 na.

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

2 Figures incorporate adjustments for discontinutties, or “breaks,” associated with
regulatory changes 1n reserve requirements (See also table 1.20.)

3. The seasonally adjusted, break-adjusted monetary base consists of (1) seasonally
adjusted, break-adjusted total reserves (line 1), plus (2) the seasonally adjusted currency
component of the money stock, plus (3) (for all quarterly reporters on the “‘Report of
Transaction Accounts, Other Deposits and Vault Cush™ and for all 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.

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

MI: (1) currency outside the ULS. Treasury, Federal Reserve Banks, and the vaults of
depository mstitutions, (2) travelers checkhs of nonbank 1ssuers, (3} demand deposits at all
commercial banks other than those owed to depository nstitutions, the U.S. government, and
foreign banks and official institutions, less cash items in the process of collection and Federal
Reserve float, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institunons. Seasonally
adjusted M1 is computed by summing currency, travelers checks, demand deposits. and
OCDs, each seasonally adjusted separately.

M2 M1 plus (1) savings (including MMDAGS). (2) small-denomination tune deposits (time
deposits—including retail RPs—in amounts of less than $100,000). and (3) balances n retail
money market mutval funds (money funds with minimum inital investments of less than
$50,000). Excludes mdividual retirement accounts (IRAs) and Keogh balances at depository
institutions and money market funds. Seasonally adjusted M2 is calculated by summung
savings deposits, small-denomination time deposits. and retail money fund balances. each
seasonally adjusted separately, and adding this result to seasonally adjusted M1.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100,000 or more). (2)
balances 1n institutional money funds (money funds with minimum initiai investments of
$50,000 or more), (3) RP liabilities (overmght and term) issued by ull depository mstitutions,
and (4) Eurodollars (overnight and term) held by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices in the United Kingdom and Canada. Excludes

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

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

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

5. Sum of (1) savings deposits (1ncluding MMDAS), (2} small ume deposits, and (3) retail
money fund balances, each seasonally adjusted separately.

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

7. Small time deposits—including retail RPs—are those 1ssued in amounts of less than
$100,000. All IRA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits.

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

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

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

Millions of dollars

Average of

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

Factor 1997 1997

Apr. May June May 14 May 21 May 28 June 4 June 11 June 18 June 25

SUPPLYING RESERVE FUNDS

1 Reserve Bank credit outstanding ............... 448,875 448,786" 449,172 450,194 442.274 442,707 447,862 443365 447,486 450,263
U.S. government securities
2 Bought outright—System account®. ... ...... 400,786 405,099 407,635 404,852 405,907 406,056 405,776 405,677 407,195 409,750
3 Held under repurchase agreements ........ 13,357 10,616 7.801 11,330 4,843 4.889 8,093 4,512 6,331 7427
Federal agency obligations
4 Bought outright ........................ 1.985 1,970 1.563 1,970 1,970 1,970 1.839 1,644 1,496 1,496
5 Heid under repurchase agreements . ....... 817 680 862 450 399 631 1,499 1,285 659 457
6 ACCEPIANCES ... 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions
7 Adjustment credit ................ ... 95 66 94 16 25 18 234 25 9 69
8 Seasonal credit. . . . 85 176 243 154 183 209 211 189 221 295
9 Extended credit . 0 0 0 0 0 0 0 0 0 0
10 Float ............. ... ... ... 643 150" 477 62 395 46 327 329 1,278 =19
11 Other Federal Reserve assets ................ 31,107 30,028" 30,497 31,359 28,552 28,887" 29,884 29.704 30,297 30,787
12 Gold stock ... ... . ... .o 11,052 11,051 11,050 11,052 11,051 11,051 11,051 11,050 11,050 11,050
13 Special drawing rights certificate account . .. 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
14 Treasury currency outstanding ................. 25,207 25,270 25,330 25.259 25273 25.287 25,301 25,315 25,329 25,343

ABSORBING RESERVE FUNDS

15 Currency in circulation

16 Treasury cash holdings

Deposits, other than reserve balances, with
Federal Reserve Banks

17 Treasury ...........ciiiiiiiiiiiiieas 12,996 11,513 8,848 14,661 5.176 5,053 4,993 5,254 6,831 11,868

446,043 448,775 451,842 448,079 448.326 450,865 451,706 451,620 451,833 451,549
301 320 343 316 323 327 332 344 344 344

18 Foreign .............. ... ..o .. 174 175 182 171 166 186 176 171 172 208
19 Service-related balances and adjustments . 7.038 7017 7,185 7,141 7013 7.059 7.124 7,054 7,146 7,122
20 Other ... .. ... ... .. 376 356 366 348 360 368 404 368 374 338
21 Other Federal Reserve liabilities and capital ..... 15,040 15,132 15,497 15,163 15,046 15,008 15917 15,747 15,198 15,194
22 Reserve balances with Federal Reserve Banks® .. 12,366 10,918" 10,490 9.827 11,289 9,379" 12,762 8,374 11,168 9,232
End-of-month figures Wednesday figures
Apr. May June May 14 May 21 May 28 June 4 June 11 June 18 June 25
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding ............... 489,362 447,054 463,085 453,275 446,925 444,147 449.453 444,693 450,774 457111
U.S. government securities”
2 Bought outright—System account’ ........ 402,513 405,124 410,914 406,500 406,087 406,293 406,884 405,074 407451 409,719
3 Held under repurchase agreements ......... 50,378 7,453 15,456 11,596 8,068 5213 8,959 5,759 9,211 13.140
Federal agency obligations
4 Bought outright ........................ 1,970 1,970 1,496 1,970 1,970 1.970 1,663 1,596 1.496 1.496
5 Held under repurchase agreements .- 989 1,847 1,117 414 1,553 827 1,208 1.635 966 1,400
6 ACCEPLANCES . .. .. .ooier e 0 0 0 0 0 0 0 0 0 0
Loans to depository institutions
7 Adjustment eredit . ... 28 353 1.587 19 12 12 il 109 9 393
8 Seasonal credit .. . 128 219 307 172 200 213 190 189 268 309
9 Extended credit 0 0 0 0 0 0 0 0 0 0
10 Float ................... . 241 103" 469 1,059 190 508" 614 436 811 ~695
11 Other Federal Reserve assets ................ 33,115 29,986' 32,338 31,545 28,845 29,105" 29,924 29,895 30,562 31.349
12 Gold Stock . ... 11,051 11,051 11,050 11,051 11,051 11,051 11,050 11,050 11,050 11,050
13 Special drawing rights certificate account . .. 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200 9,200
14 Treasury currency outstanding . ................ 25,231 25,301 25,357 25,259 25273 25,287 25,301 25,315 25,329 25,343

ABSORBING RESERVE FUNDS

15 Currency in circulation 451,158 453,646 449,053 449,653 452,381 452,304 452,486 452,488 452,855
16 Treasury cash holdings 330 343 322 327 330 344 344 344 343
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury ...........o.iiiiiiiiiii e 52,215 5,174 16,368 16.838 5,307 4,824 4,298 4,776 9.050 19,285
18 Foreign ................. - 169 177 178 158 163 223 173 188 167 468
19 Service-related balances and ad 7.089 7,124 7.559 7.141 7.113 7,059 7.124 7.054 7,146 7,122
20 Other ... ... ... .. 348 325 321 355 370 370 377 361 371 337
21 Other Federal Reserve liabilities and capital .. ... 14,977 16,037 15,517 15,001 14,827 14,800 15,731 15,015 14,940 15,166
22 Reserve balances with Federal Reserve Banks® . 13,106 12.281" 15,359 9917 14,690 9,694" 14,653 10.035 11,846 7.129
1. Amounts of cash held as reserves are shown in table 1.12, line 2. 3. Includes compensation that adjusts for the effects of inflation on the principal of
2. Includes securities loaned—fully guaranteed by U.S. government securities pledged inflation-indexed securities.
with Federal Reserve Banks—and excludes securities sold and scheduled to be bought back 4. Excludes required clearing balances and adjustments to compensate for ftoat.

under matched sale—purchase transactions.
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1.12 RESERVES AND BORROWINGS Depository Institutions’

Millions of dollars

Prorated monthly averages of biweekly averages
Reserve classification 1994 1995 1996 1996 1997
Dec. Dec. Dec Dec. Jan. Feb. Mar. Apr. May* June

| Reserve balances with Reserve Banks?. ... ......... 24,658 20,440 13,395 13,395 11,710 11,455 11,515 12,308 10916 10,297

2 Total vaultcash”................. 40,378 42,094 44,426 44,426 47.172 43,375 42,116 41,381 41,111 42,398

3 Applied vault cash® 36,682 37,460 37.848 37,848 18,932 36,588 36,029 35,571 35,081 36,328
4 Surplus vault cash”. . 3,696 4,634 6,578 6,578 8.240 6,788 6,087 5810 6,030 6,070
5 Total reserves® ...... P 61,340 57,900 51,243 51,243 50,642 48,043 47,543 47,879 45,997 46,625
6  Requiredreserves........... ... ... .. ... - S| 60,472 56,622 49,819 49,819 49419 47,012 46,383 46,869 44157 45,361
7 Excess reserve balances at Reserve Bank%7 N 1,168 1,278 1424 1,424 1,223 1,031 1,160 1,010 1,240 1,264
8 Total borrowings at Reserve Banks® 209 257 155 155 45 42 156 261 243 367
9 Seasonal bonowmgs 100 40 68 68 19 21 37 88 173 243
10 Extended credit’. ... ... 0 0 0 0 ] 0 0 0 0 0

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

Feb. 26 Mar. 12 Mar. 26 Apr. 9 Apr. 23 May 7 May 21 June 4 June 18 July 2

1 Reserve balances with Reserve Banks?. ............ 11,817 11,341 11,269 12,620 12,516 11,493 10,547 11,030 9,782 10,655

2 Total vault cash®. .. ................ 41,948 42,841 41,665 41,640 40,986 41,838 40,879 40,929 43,447 41,664

3 Applied vault cash® 35,672 36,490 35,674 35916 35359 35,551 34,780 35,176 36911 36,031

4 Surplus vault cash®. . 6,276 6,351 5,991 5724 5,627 6,288 6,099 5,753 6,536 5,633

5 Total reserves” ...... 47.489 47,831 46,943 48,536 47,874 47,043 45,326 46,205 46,693 46,686

6 Required reserves................ ... 46.493 46,593 45,872 47313 47,209 45,619 44,280 44,821 45417 45477

7 Excess reserve balances at Reserve Banks 996 1,238 1,071 1,223 665 1,424 1,046 1,384 1.276 1,209

8 Total borrowings at Reserve Banks® ....... . 50 35 194 344 228 219 189 336 222 547

9 Seasonal borrowmgs ........... .. 23 27 38 61 86 127 169 210 205 300

10 Extended credit®...........oooiiiiiii L Q 0 0 0 0 0 0 0 0 0

1. Data in this table also appear in the Board's H.3 (502) weekly statistical release. For

ordering address, see inside front cover. Data are not break-adjusted or seasonally adjusted.

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

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

4. All vault cash held during the lagged computation period by *“bound’ institutions (that
is, those whose required reserves exceed their vault cash) plus the amount of vault cash
applied during the maintenance period by “‘nonbound” institutions (that is, those whose vault
cash exceeds their required reserves) to satisfy current reserve requirements.

1.13  SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS

Millions of dollars, averages of daily figures

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

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

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

8. Also includes adjustment credit.

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

Large Banks'

1997
Source and maturity
May 5 May 12 May 19 May 26 June 2 June 9 June 16 June 23 June 30
Federal funds purchased. repurchase agreements, and other
selected borrowings
From commercial banks in the United States
1 For one day or under continuing contract 84,930 85,007 81,694 79,967 84,235 72,778 67,068 58,864
2 For all other maturities . . ................... ......... 16,003 15,875 15,754 15,975 15,636 14,714 15,073 14,987
From other depository institutions, foreign banks and official
institutions, and U.S. government agencies
3 For one day or under continuing contract . ............... 21,002 18,957 19,356 19,358 19,506 19,484 17,714 18,091
4 For all other maturities .. ............ooviiiaii.ns 22,328 21,528 22,580 24415" 21,786 21,656 24.022 24,042
Repurchase agreements on U.S. government and federal
agency securities
Brokers and nonbank dealers in securities
5 For one day or under continuing contract ................ 15,162 14,325 15,144 15,403 17.804 14,868 14,474 13,010 n.a.
6 For all other maturities .. ... oo 19,692 39.859 38,779 37420 36,168 37,094 38.170 39,654
All other customers
7  For one day or under continuing contract ......... .. .. 46,802 46,728 47,000 45,930 47,092 44,787 46,083 47.105
8  For all other maturities ......... . . . . ... 13,704 14,077 13,379 13,881 13,804 14,086 13,770 14,166
MEMO
Federal funds loans and resale agreements in immediately
available funds in maturities of one dav or under
continuing contract
9 To commercial banks in the United States. . ................ 85,527 80,548 77,241 78,087 80,706 65,280 60,090 57,707
10 To all other specified customers” ... ...................... 24,414 22,114 23.351 22,179 27,342 23,251 24,636 26,973 Y

NOTE. This table will be discontinued after the September issue of the Federal Reserve
Bulletin as the detailed data necessary to produce both this table and the H.5 (507) statistical
release will no longer be available after July 2, 1997. Data on the repurchase agreement
component of the monetary aggregate M3 will continue to be provided in table 1.21 and on
the H.6 (508) statistical release, “Money Stock, Liquid Assets, and Debt Measures.”

1. Banks with assets of $4 billion or more as of Dec. 31, 1988.

Data in this table also appear in the Board’s H.5 (507) weekly statistical release. For
ordering address, see inside front cover.

2. Brokers and nonbank dealers in securities, other depository nstitutions, foreign banks
and official institutions, and U.S. government agencies.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year
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Current and previous levels

Adjustment credit! Seasonal credit? Extended credit®
Federal Reserve
Bank On Effective d Previ On Effective d Previ On Effective d Previous rat
714197 ective date revious rate 714197 ective date revious rate 7/4/97 ective date revious rate
Boston .......... 5.00 2/1/96 5.25 5.65 13197 5.60 6.15 743197 6.10
New York. .. 1/31/96
Philadelphia . 1/31/96
Cleveland . . . 1/31/96
Richmond. .. 2/1/96
Atlama . ......... 1/31/96
Chicago ......... 2/1/96
St. Louis. . . ... 2/5/96
Minneapolis . 1/31/96
Kansas City . 2/1/196
Dallas. ..... 1/31/96
San Francisco. 5.00 1/31/96 525 5.65 13197 5.60 6.15 71397 6.10
Range of rates for adjustment credit in recent years“
Range (or | FR. Bank Range (or | FR. Bank Range (or | FR. Bank
Effective date level)—All of Effective date level)—All of Effective date level)—All of
FR. Banks N.Y. FER. Banks N.Y. FER. Banks N.Y.
In effect Dec. 31,1977 ........ 6 6 1981—Nov. 13-14 13 1988—Aug. 9 ........ ... 6-6.5 6.5
13 13 m oo 6.5 6.5
1978—Jan. 6-6.5 6.5 Dec. 12 12
6.5 6.5 1989—Feb. 24 ............... 6.5-7 7
May 6.5-7 7 1982—July 20 ... ........... 11.5-12 115 27 oo 7 7
7 7 23 ... 11.5 11.5
July 7-7.25 7.25 Aug. 2 11-115 11 1990—Dec. 19 . . . . . ... 6.5 6.5
1 7.25 7.25 3 it it
Aug. .75 7.5 10.5 10.5 1991—Feb. | ............ . 6-6.5 6
Sept. 8 8 10-10.5 10 6 6
Qct. 8835 8.5 10 10 5.5-6 55
85 85 9.5-10 9.5 5.5 55
Nov. 8.5-9.5 9.5 9.5 9.5 5-5.5 5
9.5 9.5 9-95 9 5 5
9 9 4.5-5 45
1979—IJuly 10 10 8.5-9 9 45 4.5
Aug. 10-10.5 105 859 8.5 3545 3.5
10.5 10.5 85 8.5 35 35
Sept. 10.5-11 11
11 11 8.5-9 9 1992—July 2 ............... 3-35 3
Oct. 1n-i2 12 9 9 T o 3 3
12 12 859 85
RS 8.5 1994—May 17 ........... . 3-35 35
1980—Feb. 12-13 3 8 8 1 35 35
13 3 Aug. 354 4
May 12-13 13 1985—May 20 7.5-8 75 RV 4 4
12 12 24 15 7.5 Nov. 15 ..... R 4-4.75 4.75
June 11-12 11 17 00 475 4.75
11 11 1986—Mar. 7 ..... 7-1.5 7
July 10-11 10 1 7 7 1995—Feb } . . .. L 4.75-5.25 5.25
10 10 Apr. 6.5-7 6.5 9 L 5.25 5.25
Sept. 1 11 6.5 6.5
Nov. 12 12 July 6 6 1996—Jan. 31 ............... 5.00-5.25 5.00
Dec. 12-13 13 Aug. 5.5-6 55 Feb. 5............... 5.00 5.00
3 13 5.5 55
198 1—May 13-14 14 In effect July 4, 1997 . ...... .. 5.00 5.00
14 14 1987-—Sept. . 5.%—6 g

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

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

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

of the Federal Reserve Bank, this time period may be shortened. Beyond this initial period, a
flexible rate somewhat above rates charged on market sources of funds is charged. The rate
ordinarily is reestablished on the first business day of each two-week reserve maintenance
period, but it is never less than the discount rate applicable to adjustment credit plus 50 basis
points.

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

In 1980 and 1981. the Federal Reserve applied a surcharge to short-term adjustment-credit
borrowings by institutions with deposits of $500 milhon 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. A surcharge of 2 percent was rexmposed
on Nav. 17, 1980; the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and to
4 percent on May 5, 1981 The surcharge was reduced to 3 percent effective Sept. 22, 1981,
and to 2 percent effective Oct. 12, 1981. As of Oct. |, 1981, the formula for applying the
surcharge was changed from a calendar quarter to a moving thirteen-week period. The
surcharge was eliminated on Nov. 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS'

Type of deposit

Requirement

Percentage of Effective date

deposits
Net transaction accounts’
150 million—$49.3 million® . . . ... .. 0 it e e e e 3 1/2197
2 More than $49.3 million® ... .. ... L e 10 1/2197
3 Nonpersonal time deposils5 ........................................................................... 0 12/27/90
4 Eurocurrency Labilities®. . ... ... . ... ettt e e 0 12/27/90

1. Required reserves must be held in the form of deposits with Federal Reserve Banks
or vault cash. Nonmember institunons 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 the Monetary Control Act of 1980, depository institutions
include commercial banks, mutual savings banks, savings and loan associations, credit
unions, agencies and branches of foreign banks, and Edge Act corporations.

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

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

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

succeeding calendar year by 80 percent of the percentage increase in the total reservable
liabilities of all depository institutions, measured on an annual basis as of June 30. No
corresponding adjustment is made in the event of a decrease. The exemption applies only to
accounts that would be subject to a 3 percent reserve requirement. Effective with the reserve

i period beginning January 2, 1997, for depository institutions that report weekly,
and with the penod beginning January 16, 1997, for institutions that report quarterly, the
exemption was raised from $4.3 million to $4.4 miilion.

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

5. For institutions that report weekly, the reserve requirement on nonpersonal time deposits
with an original maturity of less than 1/ years was reduced from 3 percent to 1'2 percent for
the maintenance penod that began Dec. 13, 1990, and to zero for the maintenance pertod that
began Dec. 27, 1990. For institutions that report quarterly, the reserve requiremeni on
nonpersonal time deposits with an original maturity of less than 112 years was reduced from 3
percent to zero on Jan. 17, 1991.

The reserve requiretent on nonpersonal time deposits with an original maturity of 12
years or more has been zero since Oct. 6, 1983.

6. The reserve requirement on Eurocurrency habilities was reduced from 3 percent to zero
in the same manner and on the same dates as the reserve requirement on nonpersonal time
deposits with an original maturity of less than 12 years (see note 5).
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS'
Millions of dollars

1996 1997
Type of transaction 1994 1995 1996
and maturity -
Nov Dec. Jan. Feh. Mar. Apr. May
U.S. TREASURY SECURITIES?
Qutright transactions (excluding matched
transactions)
Treasury bills
I Gross purchases......... 17,484 10,932 9.901 6,502 0 0 0 0 4.006 0
2 Gross sales. . . . ] 0 4] 0 0 0 0 0 Q 0
3 Exchanges ... 380,327 405,296 426,928 34,037 34,211 40,346 33,997 31,720 33,160 47,456
4 For new bills . .. 380,327 405,296 426,928 34,037 34211 40,346 33.647 31,720 33.160 47456
5  Redemptions 0 900 0 0 0 0 0 0 0 0
Others within one year
6 Gross purchases. ... . . . ... ...l 1,238 390 524 [¢] ] ¢} 818 4] Q 3837
7 Gross sales. ... e . . 0 0 0 0 0 0 0 0 0 0
8  Maturity shifts . . 0 43,574 30,512 3.818 2,259 2,481 5,086 3,143 2,006 5,666
9  Exchanges ..... | —31949 | 35407 ~41,394 —5,655 -1.950 —550 —2.864 —1.534 =2,100 —4,229
10 Redemptions ........... ......o.oiiei... 0 0 2,015 0 0 607 0 0 0 0
One to five years
11 Gross purchases. .. .. 9,168 5,366 3.898 0 0 0 1125 2.861 1.924 1,102
12 Grosssales . .. 0 0 0 0 0 0 0 0 0 0
13 Maturity shifts e L -6,004 | —34.646 ~25.022 —2.102 -2,259 —2.481t -4.926 —3,143 —2.006 —4,685
14 Exchanges .............. ... ... ..... B 26,458 26,387 31,459 2,716 1.950 550 1.874 1.534 1,700 2479
Five to ten years
15 Gross purchases. ... ..........c....vovu.n. R 3818 1,432 1.116 0 0 0 0 0 0 734"
16 Gross sales. .. R 0 0 0 0 0 0 0 0 0 0
17 Maturity shifts 3,145 -3,093 -5.469 ~1,716 0 0 1,236 0 0 981
18  Exchanges . .. 4717 7.220 6.666 1.470 0 0 890 0 400 1,750
More than ten years
19 Gross purchases. ... ... . - 3,606 2,529 1,655 a0 0 0 0 1.117 0 988'
20 Gross sales. . ... R R Q0 0 0 0 0 0 0 0 0 0
21 Maturity shifts . —918 —27253 =20 0 0 0 -1,396 0 0 0
22 Exchanges ............. ...l 775 1,800 3,270 1,470 0 0 450 0 0 0
All maturities
23 Gross pwchases 35314 20,649 17.094 6,502 0 0 1,943 3,978 5.930 3,206
24 Gross sales . .. e 0 0 0 [0} 0 0 0 0 0 0
25  Redemptions ........ L . 2,337 2,676 2018 0 0 607 0 0 376 0
Matched transactions
26 Gross purchases . 1,700,836 | 2,197,736 | 3,092,399 | 227,577 272,117 285,667 250,867 288,373 303,056 287,229
27 Grosssales ... 1,701.300 | 2,202,030 | 3,094.769 | 226,505 273,872 283,240 254,741 288,073 301.177 287,826
Repurchase agreements
28 Gross purchases .. . . ..... e 309.276 331,694 457,568 36,383 85,924 74,422 48,805 60,425 102,578 46,552
29 Grosssales ... . .ol Ll . 311,898 328,497 450359 36.605 73,501 86.673 45,747 60.718 62,685 89,477
30 Net change m U.S. Treasury securities, . ............ 29,882 16,875 19.919 7.293 10.669 —10.430 1,127 3,984 47,326 —40.316
FEDERAL AGENCY OBLIGATIONS
Quitright trunsactions
3[ Gross purchases ......... e 0 0 0 Q [} [¢] [¢] [¢] [} [¢]
32 Gross sales o . .. 0 0 0 0 0 0 0 0 1] Q
33 Redemptions ... ........ 942 1,103 409 10 12 187 27 17 24 0
Repurchase agreenments
34 Gross purchases 52,696 36,851 75,354 9,264 7,796 17,668 9,795 14,300 10.178 7,954
35 Gross sales 52,696 36,776 74.842 9,471 8,947 17.995 9,454 14,830 10.285 7.096
36 Net change in federal agency obligations ... .. ... —942 -1,028 103 ~217 —1.163 -514 314 —547 - 131 858
37 Total net change in System Open Market Account . . . 28,940 15,848 20,021 7,076 9,506 -~10,944 1441 3,437 47,195 —39,458
1. Sales, redemptions, and negative figures reduce holdings of the System Open Market 2. Transactions exclude changes in compensatton for the effects of inflation on the principal

Account; all other figures increase such holdings of inflation-indexed securities.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements'

Millions of dollars

Wednesday End of month
Account 1997 1997
May 28 June 4 June 11 June 18 June 25 Apr 30 May 31 June 30
Consohdated condition statement
ASSETS
1 Gold certificate account. . ............ ... i 11,051 11,050 11.050 11.050 11,050 11,051 11,051 11050
2 Specual drawing rights certifi R .. 9.200 9,200 9.200 9.200 9.200 9.200 9.200 9.200
3Coin ... L oo 526 506 512 511 496 619 531 492
Loans
4 To depository inStitutions . ...........c...oout voiiiin.n 226 200 29% 276 702 156 571 1.894
5 e .. 0 Q0 0] 0 0 0 0 0
6 Acceptances held under repurchase agreements .. . . 0 0 4 0 0 0 0 0
Federal agency obligations
7 Bought outright . ... ... ... ... .. ... ... ... .. 1,970 1.663 1,596 1.496 1.496 1.970 1,970 1.496
8 Held under repurchase agreements. ... ..... e e 827 1,208 1638 966 1,400 989 1.847 1117
9 Total U.S. Treasury securities. . .... ........ ....... . 411,506 415,843 410,833 416,662 422.859 452.891 412,577 426,370
10 Bought outright® . e . 406.293 406,884 405,074 407451 409,719 402,513 405,124 410914
11 Bills R . 195,607 196,197 194,387 195115 195741 195,034 194437 195531
12 Notes 157,770 157771 157,771 159,420 161,062 156.079 157,770 161,122
13 Bonds........ 52916 52,916 52,916 52916 52916 51,399 52,916 54,261
14 Held under repurchase agreements 5213 8,959 5.759 9.211 13.140 50,378 7.453 15.456
{5 Total loans and securities ..... e L . 414,530 418,915 414,362 414,401 426,457 456,006 416,965 430.878
16 Items in process of collection. A 8.780 7.681 6.129 7,182 5961 6.294 4.188 2,400
17 Bank premises . ........ ....... . . 1.244 1.243 1,247 1.249 1.251 1.238 1.243 1.251
Other assets
18 Denominated in foreign currencies’ . . 17402 18,085 18,092 18.099 18,107 17.420 18,080 17.970
19 Allother*. ... ... L 10,524 10.659 10.785 11.425 12,150 14.606 10.727 13.295
20 Total assets  ...... o PN . RPN 473,257 477,340 471.377 478,117 484,672 516434 471,985 486.536
LIABILITIES
21 Federal Reserve nates. ... ... . ...... e . 427950 427.853 428.026 428.M4 428,350 422,329 426,718 429.124
22 Total deposits .. ........ ........ ........ ... ... 22,563 27,278 22,631 28,898 35,840 73,266 25,268 40,087
23 Depository institutions. . ... ... ... ... . ... . 17,144 22432 17.305 19.310 15,750 20.534 19,592 23219
24 US. Treasury—General account S AN . 4.824 4.298 4.776 9,050 19,285 52.218 5.174 16.368
25 Foreign—Ofticial accounts , .. ... .. e 223 173 188 167 468 169 177 178
20 Other ... . ... . i 370 377 361 371 337 348 325 32]
27 Deferred credit wems. .. ..... R e 7.944 6477 5705 6,265 5315 5.862 3.962 1.808
28 Other hiabilities and accrued dividends™. . ..., ... ..., . 4799 5079 4939 4,858 4,360 5.551 5,187 5.029
29 Total liabilities . ........ ........ ... ... .. ... 463,256 466,688 461,302 468,035 474,366 507,008 461,135 476,048
CAPITAL ACCOUNTS
30 Capital paidin. ........ 4,826 4,840 4.873 4,891 5.049 4,796 4.828 5.050
31 Surplus............ 4,496 4496 4,496 4.496 4,496 4.475 4,496 4,496
32 Other capital accounts 679 1.316 707 695 761 155 1,527 943
33 Total liabilities and capital accounts ................. .. 473,257 477,340 471,377 478,117 484,672 516,434 471,985 486,536
MEMO
34 Marketable U.S, Treasury securities held 1n custody for
foreign and international accounts ... ..... ........ .. 643,430 645,765 647,036 641.936 634,677 648,245 643.549 632,925
Federul Reserve note statement
35 Federal Reserve notes outstanding (issued to Banks) ... ... . 535,437 537,262 538,873 540,776 541.469 529,350 536,348 542,199
36 LESS Held by Federal Reserve Banks P .. 107,486 109,409 110.847 112.762 (13,118 107,022 109,630 113,075
37 Federal Reserve notes.net ... ........ ..., . 427950 427353 428026 428014 428.350 422329 426,718 29124
Collateral held against notes, net
38 Gold certificate account . ........ ... .. . 11.051 11,050 11.050 11050 11,050 11051 11,051 11,050
39 Special drawing nights certificate account .. ... . . 9.200 9.200 9.200 9.200 9.200 9,200 9,200 9.200
40 Other eligible assets ............. . . .. 0 0 0 0 0 0
41 U.S. Treasury and agency securities. ..................... 407,699 407,602 407,776 407.764 408.101 402,077 406,468 408,874
42 Total collateral .. .....  ...... ......... ..... . 427,950 427.853 428,026 428,14 428,350 422,329 426,718 429,124
1. Some of the data in this table also appear in the Board’s H.4.1 (503) weekly stahstical 3. Valued monthly at market exchange rates.
release. For ordering address, see inside front cover. 4. Includes special investment account at the Federal Reserve Bank of Chicago in Treasury
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities pledged with bulls maturing within ninety days.
Federal Reserve Banks—and includes compensation that adjusts for the effects of inflation on 5. Tncludes exchange-translation account reflecting the monthly revaluation al market
the principal of inflahon-indexed securitics. Excludes sccurities sold and scheduled to be exchange rates of foreign exchange comnutiments.

bought hack under matched sale—purchase transactions.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding
Millions of dollars
Wednesday End of month
Type of holding and maturity 1997 1997

May 28 June 4 June 11 June 18 June 25 Apr. 30 May 30 June 30
| Totalloams. ............ ... ... ......... . 226 201 298 276 702 156 571 1.894
2 Wathma fitteen dd\\ . o R P 201 47 141 243 652 16 466 1.726
3. Sixteen days to ninety \Ll\\ ......... 25 154 157 34 50 50 105 16y
4 Total US. Treasury securities> ..., ..... 411,506 415,843 410,833 416,662 422,859 452,891 412,577 426,370
5 Within tifteen days’....... ... 20,304 17.520 16.720 22.0635 26,734 68,449 8,778 23.839
6 Sixteen days to ninety days .. 93.491 95,429 91515 89.905 95,856 90,660 100.730 94.494
7 Ninety-one days 1o one year. . . 121,699 127.228 126,932 127.871 121,806 120,653 127.057 129.694
8 One year to five years. .. ... .. 54,392 94.044 94,044 95,198 96.840 94,000 94,392 95.315
9 Five years to ten years .. .. 38.516 38,517 38.517 8517 38.517 37.012 38,516 3V.016
10 More than ten years ......... 43,1058 43105 43108 43105 43.105 42,117 43,105 34011
11 Total federal agency obligations ... ... .. .. 2,797 2871 3,231 2462 2.8%96 2959 3,797 2,613
12 Within tittcen days‘ ............. 1.301 1,375 1.735 1,126 1,670 [RE 2,301 1.392
13 Sixteen days to ninety days 434 504 504 206 286 604 434 281
14 Ninety-one days to onc year. .. .. 315 245 245 210 210 327 315 210
15 One year to five years. ... . 416 416 416 416 416 416 416 416
16 Five years to ten years . 307 307 307 290 290 447 307 290
17 More than ten years. . ... .. 25 25 25 25 25 25 25 25

I Holdings under repurchase agreements are classified as maturmg within fifteen days in
accordunce with maximum matunty of the agreements

2. Includes compensation that adyusts for the cffects of milation on the principal of
inflation-indexed securties

1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'

Billions of dollars. averages of daily figures

1996 1997
tiem 1992 1994 1995 1996
Dec Dec. Dec Dec
Nov. Dec. Jan. Feb Mar. Apr. May' June
Seasonally adjusted

ADIUSTED TOR 5

CHANGES IN RESERVF REQUIREMENTS®
1 Total reserves' 6(.55 59.40 50.06 49.81 50,06 49.52 49.01 AR.31 4743 47.05 47.12
2 Nonborrowed reserves™ 60.46 59.20 4991 49.60 49.9] 49.47 48.97 18.16 47.17 46.81 46.76
3 Nonborrowed reserves plus cxlcnded gredll ......... ohd6 59.20 49.91 49.60 49 9] 49.47 48.97 18.16 47.17 46.81 46.76
4 Required reserves ... . P 5948 58.24 43.64 48.78 48.64 48.29 47 98 17.15 4642 4581 45.86
5 Monetaey base® ... .. .. L 3R0.8% | 41848 452,67 | 44937 | 45267 | 454 (4 | 45628 | 457602 | 45824 | 459.61 | 10143

Not seasonally adjusted
6 Total reserves’ ..... ....... 62.37 61.13 58.02 51.52 50,01 51.52 50.67 48.12 47.69 48.09 46.26 46.95
7 Nonborrowed reserves. 62.29 60.92 5776 51.37 49.79 51.37 50.62 48.08 4753 47.83 46.02 46.58
8 Nonborrowed reserves plus extended credit’ 62.29 60.92 57.76 51.37 49.79 51.27 50.62 48.08 47.53 47.83 46.02 46.58
9 Required reserves™. ... Lo 61.31 59.96 56.74 50.10 48.97 50.10 49.44 47.09 16.53 47.08 45.02 45.68
10 Monetary baxe” ... . L .0 L L Lol 390.59 | 42251 | 439.03 | 45672 | 449.20 | 45672 | J55.55 [ 45256 | 455.26 | 458.17 [ 45830 | 461.83
NOT ADJIUSTED FOR

CHANGES IN RESERVE REQUIREMENTS'®
1 Total reserves' ... L . .. 62.86 61.34 5790 51.24 49.76 5124 50.64 48.04 47.54 47.88 46.00 46.63
12 Nonhorrowed reserves. . . 62.78 6113 51.09 49.54 5109 50.60 48.00 47.39 47.62 45.75 46.26
13 Nonborrowed reserves plu\ ex[ended Ccredit® 62.78 61.13 51.09 49.54 51.09 50.60 48.00 47.39 47.62 45.75 46.26
14 Required reserves . F 61.80 60.17 49.82 48.72 49.82 49.42 47.01 46.38 46.87 44.76 45.36
15 Monetary base'?, . 397.62 | 427.25 46349 | 45590 | 46349 | 462.71 | 459.64 | 462.22 | 465.06 [ 465.23 | 168.80
16 Excess reserves'. oL 1.06 .17 1.42 1.04 1.42 1.22 1.03 .16 101 1.24 1.26
17 Borrowings from the Federal Rus’m'w 08 21 16 21 o 05 04 16 26 24 37

I Larest monthly and biweekly figures arc available from the Board's H.3 (502) weekly
statistical release, Historical data starting w1959 and estimates ot the effect on required
reserves af changes 1n reserve requircments are available from the Money and Reserves
Projections Section, Division of Monetary Affairs, Board of Governaors of the Federal Reserve
System. Washington. DC 20551.

2. Frgures reflect adjustments for discontinuities. or “*breaks.” 4
changes in reserve requirements. (See also table 1.10.)

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

4. Seasonally adjusted, break-adjusted nonborrowed reserves equal scasonally adjusted.
hreak-adjusted total reserves (dine 1) Jess total borrowings of depository mstitutions from the
Fedcral Reserve ¢hine 17).

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

6. The seasonally adjusted. break-adjusted monetary base consists of (1) seasonally
adjusted, break-adjusted totat reserves (Jine 1). plus (2) the seasonally adjusted currency
component of the money stock. plus (3) (for all quarterly reporters on the “Report of
Transaction Accounts, Other Deposits and Vault Cash” and for all those weekly reporters
whose vaull cash eaceeds ther required reserves) the seasonally adjusted. break-adjusted
diterence between current vaalt cash and the amount applied to satisty current reserve
requirenments

7. Breuk-adjusted 1otal reserves equal break-adjusted required reserves (line 9) plus excess
reserves (hne 16).

ciated with regulatory

8 To adjust required resecves tor disconunuities that are due to regulatory changes 1n
reserve requirements, a maltiplicative procedure 15 used to estimate what required reserves
would have been in past periods had current reserve requirements been in elfect. Break-
adjusted required reserves mclude required reserves against transactions deposits and nonper-
sonal time and savings deposits (but not reservable nondeposit Habilities).

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

10 Reflects actual reserve requurements, 1ncluding those on nondeposit habiluies, with no
adjustments to elimmate the effects of discontinuities associated with regulatory changes n
resCrve requirements.

1. Reserve balances with Federal Reserve Banks plus vault cash used to satisty reserve
requirements.

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

13. Unadjusted total resetves (line 111 less unadjusted required reserves (line 14)
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES'

Billions of dollars, averages of daily figures

1997"
1993 1994 1995 1996
fiem Dec. Dec. Dec. Dec.
Mar. Apr. May June
Seasonally adjusted
Measures*
1 M1 1,129.8 1,150.7 1,129.0 1,081.0 1,075.2 1,065.1 1.062.7 1.063.2
2 3,486.6 3,502.1 3.655.0 3,834.3" 3,885.4 3,905.0 3,904.7 3919.8
3 42544 4,328.7 4,594.8 49344 5,029.8 5,067.5 5,074.2 5.098.3
4L 5.167.8 5,309.8 5,700.0° 6.099.9" 6,202.0 6,247.5 6,253.0 na
s 12,508.7 13,1509 13.869.7 14,621 7" 147919 14,8650 149142 na.
M1 wmp{)nenrc
6 Currency’ . 3222 3544 3726 395.2 402.4 403.7 406.1 407.7
7 Travelers che 7.9 85 8.9 8.6 85 8.3 8.2 8.0
8 Demand deposits” . R 385.2 384.1 3911 4024 402.8 3954 395.6 973
9 Other checkable deposm ..... 4145 403.8 356.5 274.8 261.6 257.7 2528 250.2
Namra7nsacti(m components
10 In M27 . g e 2.356.8 2.351.4 2,526.0 2,753.3" 2,810.2 2.839.9 .841.9 2,856.6
11 InM3only®. .. ...... . 767.8 826.6 939.8 1,100.1" 1.144.4 11625 1.169.5 1.178.5
Commercial banks
12 Savings deposits. mcludmg MMDAS. .. .......ovvinn. 785.2 7524 776.0 903.9 934.2 947.9 945.4 949.9
13 Small time deposits) . 468.3 503.2 576.0 592.0 596.1 598.9 602.0 607.8
14 Large time deposits™ 271.9 2984 3447 412.3 427.1 439.7 4414 450.8
Thrift institutions
15 Savings deposits, mcludmg MMDAs. . ... 434.0 3972 361.1 367.1 370.1 373.1 3755 375.5
16 Small time deposits® . ... ......... e 314.3 314.3 357.7 353.7° 352.0 350.8 351.8 3506
17 Large time deposits'® ... 615 64.7 75.1 79.2 82.0 825 82.4 83.2
Money market mutual funds
I8 Retadt ... . ... FE N e 354.9 3843 455.2 536.6 557.8 569.2 567.2 5729
19 Institution-only. . ......... - 209.5 1985 246.9 299.3 3118 3116 3116 3189
Repurchase agreements gnd Eurodollars
20 Repurchase agreements'™™ ........... .. .. ... L ... 158.6 1829 182.1 193.0 198.3 200.2 1997 197.2
21 Eurodollars™.... .. e 664 82.1 91.0 116.3° 125.1 128.4 1345 128.3
Debt components
22 Federal debt............. ... 3,323.3 34922 3,638.8 3,780.4 3,799.1 3,806.8 94.3 n.a.
23 Nonfederal debt 9,185.4 9.,658.7 10,231.0 10,841.3" 10,992.8 11,058.2 11,119.9 na.
Not scasonally adjusted
Measures®
1.153.7 1.174.4 1.152.8 1,103.0 1,067.2 1,071.6 10518 1.062.5
3.506.6 35225 3,675.3 3.8528" 3.890.3 2922t 3,887.2 39172
4.274.8 4,348.8 4,614.3 4951.5 5,036.8 5,075.1 5,056.0 5.094.4
51977 5.340.2 5,731.8" 6,129.3 6,218.9 6,259.3 6,220.8 n.a.
12,510.7 13,1524 13,870.2 14,621.0 14,761.8 14.826.2 14,863.3 n.a.
M components
29 Currency” . 3248 3575 3762 3979 401.0 403.4 406.1 4084
30 Travelers checks® 7.6 8.1 8.5 83 8.2 8.2 8.2 8.2
31 Demand deposm5 . 401.8 400.3 407.3 4188 396.0 396.4 3873 396.3
32 Other checkable depomls 419.4 408.6 360.8 278.0 261.9 263.7 250.2 249.6
Nontransaction components
3B IMM2 L 2.352.9 2.348.1 2,522.6 2,749.8 2.823.1 2,850.4 2,8354 854.7
M ImM3only® o 768.2 826.3 939.0 1,098.7" 1,146.5 1,153.0 1,168.8 1.177.2
Commercial banks
35 Savings deposits, including MMDAs . 784.3 7517 7753 902.9 935.1 949 4 9437 9526
36 Sl time deposits’ e P 466.8 501.5 573.8 589.8 597.6 600.6 6(3.2 608.2
37 Large time deposits'™ 'L ... Ll . 272.0 298.9 345.7 4137 426.3 4357 4436 451.1
Thrift institutions
38 Savings deposits, mcludlng MMDAs 4334 396.8 360.8 366.7 370.5 373.7 37438 376.6
39 Small time depml[s ................... 3133 3132 356.3 352.4' 352.9 351.8 352.5 350.8
40 Large time deposits' . 618 64.8 15.4 19.5 8L9 81.8 82.8 833
Money market mutual funds
41 Retail ... oo 355.0 385.0 456.3 538.1 567.1 574.8 561.1 566.5
42 Institution-only ... L i 210.6 199.8 248.2 300.5 3164 309.2 307.0 313.1
Repurchase agreements aml Eurodoliars
43 Repurchase agreements' 156.6 179.6 178.0 187.8 195.6 199.0 2022 202.4
44 Eurodolars'= . .. L 67.6 83.2 91.8 117.2° 126.3 1274 133.2 127.4
Debt components
45 Federaldebt ......... e e e 33295 3.499.0 3,645.9 37879 3,8154 3.810.3 3,781.3 na
46 Nonfederaldebt...... . . . ................... 9.181.2 9.653.5 10.224.2 10,833.0" 10.946.4 11,0159 11.082.1 na

Footnotes appear on following page.
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NOTES TO TABLE 1.21

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

1996 1997
Ttem 1995 1996
Dec. Dec.
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June
Interest rates (annual effective yields)
INSURED COMMERCIAL BANKS
| Negotiable order, of withdrawal accounts?® . . .. .. 1.91 n.a. 1.91 1.98 na. n.a. n.a. na. n.a. n.a. n.a.
2 Savings deposns2 ........................ 310 na. na n.a na na n.a n.a n.a
Interest-bearing time deposits with balances of
less than $100,000, by maturity
3 7 t0 91 days 4.10 4.03 4.11 4.08 4.03 4.03 4.05 4.02 4.01 4.07 4.09
4 92 to 182 days ... 4.68 4.63 4.60 4.60 4.63 4.63 4.62 467 472 477 4.76
5 183 daysto | year . .. 5.02 5.00 502 499 5.00 5.01 5.02 5.08 513 5.15 5.16
6 More than | year to 2% years . . 5.17 522 5.27 5.23 5.22 5.25 5.27 5.36 5.46 5.45 544
7 More than 2%2 years ....................... 5.40 5.46 5.52 548 5.46 5.49 5.51 5.60 5.69 5.68 5.69
BIF-INSURED SAVINGS BANKs?
8 Negotiable order of withdrawal accounts’ 1.91 na. 1.90 1.92 n.a. n.a. na. n.a. n.a. n.a. n.a.
9 Savings deposnls R, 298 na. 2.80 2.82 n.a. n.a. na. n.a. n.a. n.a. n.a.

Interest-bearing time deposits with balances of
less than $100,000, by maturity

10 7to9ldays ............cooiiiiiiii, 443 4.66 4.64 4.67 4.66 4.75 4.73 4.80 4.83 481" 4.82
11 92to0 182 days .... .. 4.95 5.02 5.08 503 5.02 5.05 5.04 5.06 5.13 5.15" 5.11
12 183 days to | year . 5.18 528 532 5.29 528 531 5.31 537 5.43 5.45 5.47
13 More than 1 year to 22 years . o 533 5.53 5.60 5.56 5.53 5.58 5.59 5.69 5.75 577 572
14 More than 22 years ... .........ooiiialls 5.46 572 579 576 572 577 5.78 584 591 591 5.89
Amounts outstanding (millions of dollars)
INSURED COMMERCIAL BANKS
15 Negotiable order of withdrawal accounts® ... .. 248,417 n.a. 188,803 167,503 n.a. na. n.a. na. na. n.a. n.a.
16 Savings deposits™ .| 776,466 n.a. 859,524 896,820 na. n.a. n.a. n.a. n.a. na. n.a.
17 Personal ....... .. | 615113 n.a. 680,596 713,672 na. n.a. na. n.a. n.a. n.a. n.a.
18  Nonpersonal 161,353 na. 178,928 183,148 na. n.a. n.a. na. n.a. n.a. n.a.

Interest-bearing time deposits with balances of
less than $100,000, by maturity

19 7t09ldays ...l 32,170 32,931 32,428 32,044 32,931 32,799 32,796 34,853 34,485 32,5617 31,500

20 92 to 182 days .... .| 93,941 92,301 91,195 92,503 92,301 94,955 95,235 93,804 92,432 91,234 91,316

21 183 daysto 1 year ........ 183,834 | 201,449 199,397 | 201,281 201,449 | 201491 202,329 | 203,336 | 207,006 | 209,296" | 211,653

22 More than 1 year to 2 years . 208,601 213,198 | 213,012 | 214,405 | 213,198 | 213,875 | 212,970 | 214,066 | 226,159 | 220,795" | 228,180

23 More than 2% years .. ..... 199,002 199,906 199,126 198,539 199,906 198,077 197,958 200,282 199,147 198,694" 198,477

24 IRA and Keogh plan deposits . ............... 150,067 151,275 151,276 151,389 151,275 150,442 150,356 151,931 151,105 151,192° 151,776
BIF-INSURED SAVINGS BANKS?
25 Negotiable order_of withdrawal accounts® . . . . .. 11,918 na. 9,938 9,710 na. na. n.a. na. na. n.a. na.
26 Savings deposilsz'3 .................. .. 68,643 na. 67,975 68,102 n.a. na. na. na. na. n.a. na.
27  Personal ... . 65,366 n.a. 64,326 64,369 n.a. na. n.a. n.a. n.a. n.a. n.a.
28 Nonpersonal .............cooiiiiiana.. 3,277 na. 3,649 3,733 n.a. n.a. na. n.a. na. n.a. na.
Interest-bearing time deposits with balances of
less than $100,000, by maturity
20 7w 9l days ... 2,001 2,428 2,503 2,405 2,428 2,542 2,535 2,656 2,698 2,738° 2,684
30 9210 182 days .. .. - 12,140 13,013 13,300 13.074 13,013 13,112 13,099 13,377 13,463 13,731° 13,745
31 183 daystolyear........... . .| 25686 28,792 29,659 29,329 28,792 20,503 29,510 30,002 30,076 29,661" 29,806
32 More than | year to 2'/2 years . . 27,482 29,095 28,063 28,573 29,095 29,163 29,699 31,028 31.616 31,664° 32,117
33 More than 2% years .........ooviennnnn... 22,866 22,254 22,156 21,823 22,254 21,828 21,877 21,731 21.640 21,391" 21,471
34 IRA and Keogh plan accounts. ............... 21,408 21,365 20,983 20,627 21,365 20,405 20,423 20,860 20,860 20,683 20,559
1. BIF, Bank Insurance Fund. Data in this table also appear in the Board’s H.6 (508) 2. Owing to statistical difficulties associated in part with the implementation of sweep
Special Supplementary Table monthly statistical release. For ordering address, see inside accounts, estimates for NOW and savings accounts are not available beginning December
front cover. Estimates are based on data collected by the Federal Reserve System from a 1996.
stratified random sample of about 425 commercial banks and 75 savings banks on the last day 3. Includes personal and nonpersonal money market deposits.
of each month. Data are not seasonally adjusted and include IRA and Keogh deposits and 4. Includes both mutual and federal savings banks.
foreign currency-denominated deposits. Data exclude retail repurchase agr and depos-

its held in U.S. branches and agencies of foreign banks.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities'

A. All commercial banks

Billions of dollars

Monthly averages

Wednesday figures

Account 1996 1996 1997 1997
June Dec Jan. Feb. Mar. Apr” May" June June 4 June 11 June 18 | June 25
Seasonally adjusted
Assets
1 Bank credit. . ..................... 36720 3,770.2" 3.804.5 38409 3,8604" 3,8935 39008 39226 39059 39169 39190 39282
2 Securities in bank credit . 9832 989.9" 1,005.2° 1,020.8" 1,014.6" 1,0323 10137 10104 1,007.9 10124 1,005.4 1,007.6
3 U.S. government securities ... .. 7074 706.7° 7070 7041 708.5" 7214 7210 7241 7245 7244 7189 7213
4 Other securities . .............. 2758 2832 2082 3167 306.1 3108 2927 2863 2834 2880 286.5 2863
5 Loans and leases in bank credit? . ..| 26888 2,780.3" 2799.3" 2,820.1° 2,845.7 2,861.2 2,887.1 29122 2,898.0 29044 29135 2,9206
6 Commercial and industrial .. 740.2 783.2 7853 7936 798.0° 805.0 810.8 8169 8124 815.1 8167 8180
7 Realestate ............. 1,104.1 11279 1.134.7 1,140.3 1.153.9° 1,1623 1,172.6 1.181.6 1,1804 1,1819 1,182.1 11813
8 Revolving home equity 794 85.2 85.7 86.5 879 89.0 90.2 913 913 915 91.5 917
9 Other ............... . . . 1,024.7 1,042.6° 1.049.0° 10538 1,066.0° 1,073.2 10824 1,090.3 1,089.0 1,0904 1,090.5 1,089.6
10 Consumer . 5087 5209 521.6° 5206 518.1° 5156 5185 5206 521.8 521.6 5209 520.7
11 Security3. . .......... 788 781 824 839 882 89.7 89.1 94.0 86.7 91.5 945 98.1
12 Other loans and leases. 257.1 269.7 2754 2819 287.6 288.6 296.2 299.1 296.8 2944 2994 3024
13 Interbank loans ........ 2050 2049 1989 2047 2200 2159 2186 1917 198.7 193.1 190.8 1899
14 Cash assets* .. .. 2193 2310 2322 2334 2399 246.1 2437 2480 235.1 2505 2435 2605
15 Other assets® ..................... 2452 2654 2570 2657 2735 2716 2779 2833 2856 2899 2785 2835
16 Total assets® . ................ ... 4,284.7 44150 | 44365 | 44886° | 4,5376° 4,576.6 4,5845 4,588.7 4,5684 4,593.6 4,575.1 4,6053
Liabilities
17 Deposuts .. .. ...ooiiil Lo 27318 28599 28719 28926 29160 29439 29309 2964.7 29396 29514 29524 2989.7
18  Transaction. .. ... 750.7 719.5 715.1 705.1 699.8 7006 688.6 692.7 676.4 690.2 686.9 7175
19 Nontransaction ................. 19811 2,1404 2,156.8 2,1876 22163 22433 22423 22720 2263.1 22612 2,265.5 22722
20 Large time . . .. 4394 519.6 526.5 5421 5483 5673 5626 579.2 566.8 5685 578.1 587.1
21 Other .................oo ... 1.541.7 1,620.8 16303 16455 16679 16760 1679.6 1,692.7 1,696.3 1,692.6 1,6874 1,685.2
22 Borrowings ......... 7034 7055 7242 7353 7479 762.3 7654 7353 7365 7463 7280 7268
23 From banks inthe US............ 290.7 3047 3009 3054 3135 3131 3029 2717 2838 2856 2625 259.6
24 Fromothers.............. . ... 4128 400.7 4233 4299 4343 4492 4625 463.6 4527 460.8 465.5 4672
25 Net due to related foreign offices. . .. ... 2585 2313 2223 2177 209.1 2117 2337 2295 246.) 239.8 236.6 2130
26 Other liabilities ................... 220.1 2598 2694 2870 2785 2713 2634 264.6 2642 269.8 263.5 2615
27 Total liabilities .. ................ 39138 4,0565 4,087.8 4,132.6 4,1515 4,189.2 41935 4,1942 4,1864 4,207.3 4,1805 4,191.0
28 Residual (assets less liabilities)’ . .. .. 3709 3586° 3486 356.00 386.1° 3874 3910 3945 3820 3862 394.6 4144
Not seasonally adjusted
Assets
29 Bank credit ........... 3,676.3 3,769.5 3,803.1" 3,833.8 3,850.8" 3,8029 39054 39263 39198 3.9209 39253 39199
30  Securities in bank cred 9899 9762 996.6' 10174 1017.3 1,034.7 1,022.7 10169 10219 10226 1,0123 1,009.2
31 U.S. government securities . .. .. 708.5 702.6" 701.0° TO2.R 713.1" 724.1 7235 723.8 7286 7264 719.7 7195
32 Other securities .............. 2814 1736 2956 3146 304.1° 3106 2993 2930 2932 296.2 2926 289.7
33 Loans and leases in bank credi® ...[ 26864 27933 2.806.5° 28164 28335 28582 28827 29094 28979 28983 29129 29107
34 Commercial and industrial . .. ... 7434 780.2° 783.0° 7932 800.6° 8123 8176 8204 8179 8160 820.8 8203
35 Realestate ............ 1,102.7 1,132.8 1,136.7° 1,137 11479 1,1578 1.168.2 1,1799 1,176.6 1,180.3 1,180.3 1,1794
36 Revolving home equity . . . 794 854 85.7 86.1 87.1 88.3 90.0 91.3 91.1 914 915 918
37 Other ............... 1,023.3 10474 1,051.0° Lo5L.Y 1,060.8 1,069.5 1,0782 1,088.6 1,085.6 1,088.9 1,088.8 1,087.6
38 Consumer .. 505.7 5256 5212 5217 513.6" 5132 5163 5177 5192 5184 517.7 5184
39 Security?. ......... 785 799 816 85.0 8738 90.2 895 93.6 870 923 964 948
40 Other loans and leases 256.1 274.8 2780 2798 2837 2847 2911 297.8 297.1 2914 2978 297.7
41 Interbank loans ......... 2029 2142 208.7 2091 2164 2143 2141 189.2 202.3 1933 1894 177.0
42 Cash asseis*. .. . 2165 247.0 2425 2345 2308 2414 2415 2446 2484 2356 2415 2393
43 Other assets’ . ................... 245.3 2654 2576 2656 2689 2753 280.2 2834 290.5 2882 2776 2783
44 Total assets® .. ................. .| 42841 44395" | 4456.1" 4487.0° | 45108" 4,567.5 4,584.7 4,586.6 4,604.0 4,581.0 4,582.9 4,557.7
Liabiltnies
45 Deposits .. ... ... 27267 2,892.1 28758 28776 2,904.8 29414 29222 29600 29679 29516 29547 29368
46  Transaction. .. ... 7449 7526 726.5 698.1 687.6 703.8 6787 687.1 692.6 678.8 6879 6758
47  Nonfransaction ................ 1,981.8 2,139.5 21492 2,179.5 22172 22375 22435 22729 22753 2,2729 2,266.8 2,261.1
48 Large time . ... 4393 5183 5252 541.6 5484 5629 5674 5790 5726 5740 5789 584.1
49 Other ............... .... .. 1,542.5 1,621.2 1,624.0 1,637.9 1.668.8 1,674.6 1,676.0 1,693.8 1,702.6 1.698.9 1,687.9 1,677.0
50 Borrowings . .......... 7192 697.8 7187 7198 7284 7633 775.1 7543 7475 7393 759.2 7592
51 From banks in the US. 300.1 2995 295.) 2936 3018 311.9 3109 2844 2640 2843 2837 2766
52 From others . e 419.2 3983 4235 426.3 426.6° 4514 464.2 469.9 4535 4550 4756 4826
53 Net due to relaled forelgn offices . .. .. 249.8 2300 2327 2286 2183 2103 2367 220.1 2329 2284 2198 2136
54 Other liabilities .................. 2216 255.7 266.6 289.0 2767 2716 267.1 2669 268.1 274.1 264.1 2628
55 Total liabilities . .................. 39173 4,075.6 4,093.8 4,115.0 4,1282 4,186.5 4,2012 4,201.3 42164 4,193.5 4,197.9 41724
56 Residual (assets less liabilities)’ . . . .. . 366.8 364.07 362.3 3N 3826 3809 3835 3853 3876 3876 3850 3852
MEMO
57 Revaluation gains on off-balance-sheet
tems®. ..ol na. 69.5" 88.8" 1019 905 90.2 815 763 781 787 76.3 736
58 Revaluation losses on off-balance-
sheet items¥ .. ... .. ... ... na 645 8s.1' 98.6" 87.0° 88.1 858 81.0 829 827 808 783

Footnotes appear on p. A21.
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1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued

B. Domestically chartered commercial banks

Billions of dollars

Monthly averages Wednesday figures
Account 1996 1996 1997 1997
June Dec. Jan. Feb. Mar. Apr.! May" June June 4 June 11 | June 18 [ June 25
Seasonally adjusted
Assets
1 Bankcredit ...................... 3,213.1 3,265.2" 3,288.6" | 33102 3,334.9° 3,359.8 3,360.8 3,379.8 3.366.4 3.371.8 3,378.9 3,386.5
2 Securitics in bank credit .......... 836.4 825.5° 835.0° 843.7" 841.6" 854.2 838.1 8327 828.9 831.9 832.2 832.6
3 U.S. government securities . . . . . . 630.2 619.2 625.2° 618.7° 624.9 633.6 631.1 631.7 630.2 631.1 631.3 630.3
4 Other securities . ......... 206.2 206.3 209.8 225.0 2167 220.6 207.0 201.0 198.7 200.8 200.9 202.3
5  Loans and leases in bank credit? . 2,376.7 2,439.8" 2453.6" 2,466.5" 2,493.3' 2,505.6 2,522.8 2,547.1 2,537.5 25399 2,546.8 2.5539
6 Commercial and industrial . .. 549.0 570.2° 5709 576.5" 581.97 5884 591.0 596.4 593.2 5945 595.3 597.8
7 Realestate . . ............ .. 1,070.8 1,095.9 1,102.8" 1,108.2° 1,122.3" 1,130.9 1.142.0 11520 1,150.3 11519 1,152.3 11519
8 Revolving home equity .. 794 85.2 85.7 86.5 87.9 89.0 90.2 9.3 91.3 91.5 915 91.7
9 Other ................ .. 991.5 1,010.6’ 1,017.2 1,021.8° 1,034.4" 1,041.9 1,051.8 1,060.7 1.059.0 1,060.4 1.060.8 1,060.3
10 Consumer. . o 508.7 520.9" 521.6" 520.6° 518.1° 515.6 5185 520.6 521.8 521.6 520.9 520.7
11 Security? ........... .. 47.1 425 443 44.1 484 46.5 45.6 48.0 455 455 479 50.6
12 Other loans and leases. .. 2011 2103 214.1 217.1 2225 224.1 225.6 230.1 226.8 226.4 230.3 2327
13 Interbank loans .......... .. 183.1 183.2 176.2 183.8 197.3 197.0 198.0 171.8 179.6 173.0 170.9 170.7
14 Cash assets* ... .. 1912 199.8 201.1 200.5 207.6 2134 209.7 2123 201.0 216.2 207.4 223.7
15 Other assets’ ..................... 203.3 2283 2182 2239 231.7 237.7 2383 241.1 242.3 246.6 238.1 242.1
16 Total assets® .................... 3,734.0 | 3,820.3" | 3,828.3" | 3,862.6" | 391567 | 39517 3,950.6 3,948.4 3,932.8 3,951.1 3,938.9 3,966.5
Liabilities
17 Deposits ... L 2,556.4 2,640.4 2,646.2 2.654.7 26734 2,686.2 2,6789 2,706.5 2,691.0 2,699.6 2,6939 2.726.8
18  Transaction. .. .. 739.9 709.3 704.8 695.4 689.3 689.8 677.4 681.6 665.6 679.4 675.2 706.6
19 Nontransaction .. 1,816.5 1,931.1 1,941.4 1,959.3 1.984.0 1,996.4 2,001.5 2.024.9 2,025.4 2.020.2 2,0187 2,020.3
20 Largetime ................... 277.1 313.1 3133 3178 319.7 3228 324.3 334.6 331.5 329.9 3337 3375
21 Other ....................... 1,539.4 1,618.1 1,628.1 1,641.5 1,664.4 1,673.6 1,677.3 1,690.3 1,694.0 1,690.3 1,685.0 1,682.8
22 Borrowings .......... 575.5 583.9 593.9 592.0 607.8 622.4 621.7 594.0 600.8 607.8 588.3 581.6
23 From banks in the US. .. 258.3 271.8 272.6 271.0 278.2 279.7 269.0 2395 254.2 257.2 230.1 224.8
24  Fromothers................ .. 317.1 3124 3213 321.0 329.6° 3427 3527 354.5 346.6 350.7 358.2 356.8
25 Net due to related foreign offices . . . .. 811 69.1 72.0 78.2 68.0 77.1 850 80.7 79.5 79.5 869 79.2
26 Other liabilities . .................. 152.0 176.5 178.6 186.4 1837 178.4 1733 173.0 1713 175.5 1729 173.4
27 Total liabilities .. ........ .. ... .. 3.365.0 3.469.9 3,490.7 3,511.3 3,532.9 3,564.1 3,558.8 3,554.2 3,542.7 3,562.3 3,542.0 3,561.0
28 Residual (assets less liabilities)’. . . . .. 369.1 350.4" 337.6" 35137 382.7" 387.5 391.8 394.1 390.1 388.8 396.8 405.4
Not seasonally adjusted
Assets
29 Bankcredit .. .............. . .. 3.216.9 3,268.3° 3,290.0° | 3,302.5" 3,325.6" 3,359.2 33629 33831 3,375.0 33759 3,385.3 3,379.7
30  Securities in bank credit .. 8425 817.9° 830.3° 839.4" 843.6" 856.2 842.2 838.5 837.3 840.3 838.6 835.2
31 U.S. government securitie: .. 631.6 617.4" 618.3" 615.7" 626.6 636.8 633.0 632.8 633.6 633.8 632.4 630.7
32 Other securities . ............ . 2109 200.5 212.0 223.7 21717 219.4 209.2 205.7 203.7 206.5 206.2 204.5
33 Loans and leases in bank credit® ... .| 2,3744 | 24503 | 2459.8" | 2463.1" | 2481.9° | 2503.0 2,520.7 2,544.6 2,537.7 2,535.6 2.546.7 2,544.5
34 Commercial and industrial . .. ... 551.5 566.7 568.7 576.2 584.8" 595.0 597.6 599.1 598.1 596.0 598.8 599.2
35 Realestate ....... ... .. .. 1,069.6 1,100.6" 1,104.8 1,105.2° 1,116.4" 1,126.9 1,137.9 1,150.4 1.146.8 1,150.5 1,150.5 1.150.2
36 Revolving home equity . 794 854 85.7 86.1 87.1 88.3 90.0 91.3 91.1 91.4 915 91.8
37 Other .............. o 990.2 1,015.2° 1,019.2° 1,019.1" 1,029.3° 1,038.6 1,047.9 1,059.1 1,055.7 1,059.1 1,059.0 1,058.4
38 Consumer . 505.7 525.6' 527.2° 521.2" 513.6" 513.2 516.3 517.7 519.2 518.4 517.7 518.4
39 Security®. ........... . 46.8 43.8 435 45.2 48.1 47.0 46.0 47.6 459 46.3 49.8 473
40 Other loans and leases. 200.8 213.6 215.5 2154 219.1 2209 2228 229.7 227.8 2245 230.0 229.5
4] Interbank loans .......... .. 181.0 192.5 186.1 188.2 193.7 1954 1935 169.3 183.3 1733 169.5 157.7
42 Cash assets® ................. .. 1879 214.8 211t 202.4 199.0 209.5 207.5 208.2 213.5 200.6 210.7 202.1
43 Otherassets’ ........... ......... 203.5 2276 219.6 2230 227.8° 236.8 239.6 2413 246.0 243.7 2374 238.2
44 Total assets® ..................... 3,732.4 | 3,846.8" | 3,851.0" | 3,860.3" | 3,890.1" | 3,944.8 3,947.1 3,945.2 3,961.1 3,936.7 3,946.2 3,921.1
Liabilities
45 Deposits . .. ... .o 2,5510 2,669.9 2,649.9 2,642.8 2.662.3 2,690.0 2,669.7 2,701.3 2,716.4 2,697.3 2,695.6 2,673.5
46  Transaction. . ... .. 7342 741.7 716.2 688.2 677.3 693.5 668.0 676.0 682.0 668.5 676.6 664.7
47  Nontransaction . 1,816.8 1,928.2 1.933.8 1,954.7 1,985.0 1,996.5 2,001.7 2.025.3 2,034.4 20288 2,019.0 2,008.8
48 Large time . 276.5 309.7 311.9 320.7 319.7 3243 328.1 3339 334.1 3324 3335 334.2
49 Other ... .. 1.540.2 1,618.5 [,621.8 1,634.0 1,665.2 1,672.2 1,673.6 1,691.4 1,700.2 1,696.5 1,685.5 1.674.6
50 Borrowings .. ....... 586.9 5774 591.5 583.1 594.2 620.8 631.6 608.1 609.1 597.7 613.0 610.7
51 From banks in the U.S. 266 3 265.8 265.8 261.5 268.1 278.2 2775 250.6 262.7 254.6 249.1 242.6
52 Fromothers............ ... 3206 3115 325.6 321.6 326.4" 3426 354.) 3575 346.4 3434 364.0 368.1
53 Net due to related foreign oftices . 79.5 66.2 736 79.9 72.5 78.8 922 79.5 797 80.6 819 80.6
54 Other liabilities ............... 152.7 1738 176.7 185.8 182.1 178.9 1742 174.4 1724 176.7 173.8 1745
55 Total liabilities . .................. 3,370.1 | 34872 3,491.8 3,491.7 3,511.0 3,568.6 3,567.8 3,563.3 35716 3,552.3 3,564.4 3,539.2
56 Residual (assets less liabilities) . . .. .. 362.3 359.6 359.3" 368.6° 379.1° 376.2 3794 3819 383.5 3845 381.8 381.8
MEMO
57 Revaluation gains on off-balance-sheet
items? . . n.a. 36.0 47.5 55.9 49.0 495 420 385 385 400 39.0 37.1
58 Revaluation losses on off-balance-
sheet items® ... ... ... .. ... na. 318 44.0 509 43.2 446 434 40.2 40.2 412 40.5 38.8
59 Mortgage-backed securities® ... ...... n.a. 241.6" 244.3" 243.6 245.8" 249.0 2492 248.4 251.1 245.0 248.5 249.0

Footnotes appear on p. A21.



Commercial Banking Institutions—Assets and Liabilities A17
1.26 COMMERCIAL BANKS IN THE UNITED STATES Assets and Liabilities' —Continued
C. Large domestically chartered commercial banks
Billions of dollars
Monthly averages Wednesday figures
Account 1996 1996 1997 1997
June Dec Jan Feb Mar. Apr” May' June June 4 June 11 June 18 June 25
Seasonally adjusted
Assets
I Bank credit. ........... ... oL 1.881.6 1.892.8 19076 1.926.3 1.938.0 19552 19472 1.958.6 19477 19526 19568 19634
2 Securities in bank credit . . . .. 4344 4246 4305 440.7 4349 4449 4283 4245 4200 4233 4232 4249
3 U.S. government securities . .. ... 308.2 2979 3010 295.5 2994 3073 3044 305.7 303.3 3049 304.7 305.0
4 Trading account............. 209 195 17.3 16.2 183 203 194 231 204 229 211 22,6
5 Investment account ... ... 287.3 278.3 2838 279.3 281.2 2872 2849 2826 2829 281.9 2836 2824
6 Other securities . .......... 126.1 126.7 1204 145.2 1354 1374 1239 1187 116.7 1184 1184 1199
7 Trading account......... .. 558 60.7 64.6 799 69.3 719 583 517 50.2 521 513 522
8 Investment account . ......... 704 66.0 64.9 65.3 66.1 65.5 65.6 67.0 66.4 6604 67.1 67.6
9 State and local government. . 20.7 204 20.5 pAR 208 20.8 21.1 217 215 215 218 218
10 497 457 443 4.1 453 447 4.5 453 49 44.8 453 459
11 Loans and leases . 14472 1,468.2 1477.1 1485.6 1.503.2 15103 15189 1.534.1 15277 1.529.3 1.533.6 15385
12 Commercial and industrial ... ... 381.6 396.2 3964 400.3 4043 409.9 4109 4150 413.1 414.6 4142 4154
13 Bankers acceplances . . . 1.5 20 19 16 1.7 16 1.6 1.6 L5 L5 1.6 L6
14 Other .......... 380.1 3942 3045 3987 402.6 408.3 409.4 4134 4115 4131 4126 4137
15 Real estate . ........... 59%0.4 591.7 5926 5933 599.2 6024 608.9 6137 6143 6150 6138 6125
16 Revolving home equity . 504 58.0 58.8 59.2 60.0 60.6 61.5 624 62.6 62.7 62.5 62.6
17 Other . .. 534.0 533.1 5338 534.1 5393 5419 5474 5513 5518 552.3 5513 5499
18 Consumer 2927 295.0 298.0 299.7 2983 296.9 298.2 298.5 2994 299.2 2985 298.6
19 Security?. ... 423 377 396 39.2 433 417 40.7 43.1 40.5 40.6 43.1 458
20 Federal funds sold to and
repurchase agreements
with broker—dealers. ... ... 265 219 237 238 269 236 232 263 248 230 26.6 285
21 Other ................. 15.8 159 159 153 164 18.1 17.6 168 158 176 165 172
22 State and local government. . .. .. 11.6 11.8 11.6 115 114 111 11.0 111 111 il 1.1 1]
23 Agricuftural ... .. L 90 8.6 86 85 8.6 86 8.8 86 88 88 85 8.0
24 Federal funds sold to and
repurchase agreements
withothers.............. 5.6 52 57 49 58 6.8 5.3 S8 43 44 5.1 82
25 All other loans. ......... 62.8 61.1 611 625 647 639 645 66.1 64.7 64.0 67.5 663
26 Lease-financing receivables .. 512 60.7 63.6 63.7 673 69.0 704 721 713 716 718 722
27 Interbank loans ......... ... .. ... 1373 1319 1253 1298 139.1 144.4 1453 1183 1254 120.3 1187 171
28  Federal funds sold to and
repurchase agreements with
commercial banks . ... .. ... 90.2 822 774 799 87.9 923 89.0 665 732 66.3 67.7 65.1
29 Other ........... 47.1 49.8 479 499 512 52.1 56.3 517 522 540 510 520
30 Cash assets* 130.1 1358 1355 1322 1373 1419 139.7 139.6 1317 1427 136.1 148.2
31 Other assets’ 1572 176.2 1673 1708 1719 1769 1787 1769 181.8 180.6 175.1 1755
32 Total assets® .................... 2,268.6 2,300.0 22993 2,3230 2,350.0 23819 23745 2,356.9 2,350.1 2,359.8 2,350.3 23679
Liabilities
33 Deposits .. ... 13954 1439.7 14316 14294 14373 14494 1439.1 14533 14475 14500 1.444.4 1,468.5
34 Transaction. . . .. 4298 4029 399.3 3893 3824 3823 3719 3747 364.5 3734 370.2 392.8
35  Nontransaction 965.6 10368 10324 10402 1054.8 1,067.2 1,067.3 10787 1.083.0 1,076.6 1.074.2 10757
36 Large time . 138.5 160.0 1583 161.3 162.1 166.2 166.3 174.1 1719 170.0 173.5 176.5
37 Other ... 827.1 876.7 874.0 8789 8928 900.9 901.0 904.6 911.1 9206.6 900.7 899.2
38 Borrowings ......... 4378 4264 436.3 4357 4494 462.2 462.6 4343 440.8 4443 4304 423.0
39  From banks in the U.S. 1804 188.8 188.1 1874 194.0 1954 184.2 160.5 1723 1724 1539 146.9
40 Fromothers........... 2574 2376 2482 2484 2554 2669 2784 2737 2685 2719 2765 276.1
41 Net due to related foreign offices. .. 759 66.3 68.0 742 64.1 727 80.9 769 759 754 835 75.3
42 Other habilities ................... 1264 1513 154.1 1612 157.1 152.1 146.2 1456 1436 1480 145.1 46.1
43 Total liabilities . ................ .. 2,0354 2,083.7 2,090.1 2,100.6 2,1079 2,136.4 2,128.9 2,110.1 2,107.8 2,117.6 21035 2,1129
44 Residual (assets less liabilities)” . .. ... 2332 2163 2093 2224 2422 245.5 245.6 246.8 2423 2422 246.8 2549

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

Monthly averages Wednesday figures
Account 1996 1996 1997" 1997
June' Dec.” Jan. Feb. Mar. Apr. May June June 4 June 11 June 18 June 25
Not seasonally adjusted
Assets
45 Bank credit ...l 1.884.6 1,803.1 1.910.8 1924.1 19332 1954.2 19493 1,961.0 1956.8 1,955.2 1,963.3 1.955.0
46 Securities in bank credit ........ 438.6 4175 4272 4380 4355 4434 4306 4285 4215 4294 4277 4247
47 U.S. government securities . . . . . 307.6 296.6 295.3 2939 3000 307.6 304.7 3050 3058 305.3 3039 3025
48 Trading account. ........... 19.7 182 164 164 194 205 19.6 217 21.1 25 20.5 19.6
49 Investment account ... ...... 288.0 2784 2789 2714 280.6 287.0 285.1 2833 2847 282.8 2834 2829
50 Mortgage-backed securities. ? 1764 1794 180.1 181.8 183.2 183.1 1835 184.1 184.4 183.6 1836
51 Other .. ................ 101.8 94 97.1 98.7 103.6 101.8 9.6 100.6 98.4 99.8 99.3
52 One year or less. ....... na 269 213 260 26.3 28.7 272 271 26.5 265 274 283
53 Between one and five years 609 58.0 55.8 559 56.9 56.2 54.0 558 544 539 533
54 More than five years..l. 139 142 153 165 18.0 184 186 18.2 175 185 17.6
55 Other securities .. ... - 1310 1209 1319 144.1 1356 1359 1259 1235 1217 124.1 1238 1222
56 Trading account. ... . 61.1 542 66.5 788 69.8 70.7 60.5 56.9 55.3 579 56.9 553
57 Investment account .. ....... 69.9 66.7 654 654 65.8 65.1 65.3 66.6 66.3 66.2 66.9 66.9
58 State and local government . . 207 20.5 206 21.1 208 209 212 218 21.6 216 219 219
59 Other .............. 0. 49.2 462 48 442 49 4.2 442 4.8 44.7 44.5 4.9 450
60 Loans and lcases in bank credit? ..| 14460 14756 14837 1,486.1 1497.6 15108 1.518.7 1,532.5 1,529.3 1,525.8 1,535.6 1,530.3
61 Commercial and industrial ... .. 3829 3933 394.2 4003 406.8 4152 416.1 4166 4165 4147 4164 415.6
62 Bankers acceptances ........ 14 2.1 19 1.6 1.6 15 15 1.5 1.5 15 16 1.6
63 Other ........... 3814 3912 3924 398.7 4052 4137 4146 4150 4159 4132 4148 414.1
64 Real estate ........ 589.3 394.5 595.0 5928 5963 601.1 606.3 6123 611.9 614.0 612.5 6104
65 Revolving home equit .. 56.4 587 588 59.0 594 60.1 61.4 624 62.4 62.6 626 62.8
66 Other ............. . na. 3309 3288 3260 3278 3352 3373 3405 3399 3418 3388 336.1
67 Commercial . na. 2032 205.6 206.0 2072 203.7 2055 207.1 209.7 209.6 2111 2116
68 Consumer ... . 291.7 2989 3026 299.5 2056 294.8 296.6 2975 298.2 2979 2977 2978
69 Seeurity®. . ... 42.1 388 387 401 430 422 413 428 408 413 452 29
70 Federal funds sold to and
repurchase agreements
with broker—dealers . . . .. 26.2 220 227 24.1 26.6 246 239 258 252 243 27.9 25.1
71 . 16.0 168 16.0 16.1 164 17.6 174 17.0 15.6 169 17.3 17.7
72 State and local government. . ... 116 13 114 114 14 111 110 111 1.2 1.1 111 112
73 Agricultural ... 9.1 8.5 8.5 8.3 84 8.5 8.7 8.7 8.8 89 8.6 8.7
74 Federal funds sold to and
repurchase agreements
with others 58 46 58 57 57 6.5 5.4 6.0 50 44 54 8.2
75 All other Joans. .. R 623 643 628 615 629 626 63.0 656 65.7 622 67.0 636
76 Lease-financing reccivables ... 511 60.9 64.6 66.3 676 68.8 70.3 719 712 715 717 720
77 Interbank loans . ................. 138.1 1382 1339 132.1 135.6 1424 1442 1186 128.1 118.1 121.1 1128
78  Federal funds sold to and
repurchase agreements
with commercial banks . .. ... 92.1 85.7 82.4 820 85.9 924 89.9 67.9 76.3 65.9 0.9 624
79 Other ................. . 46.1 525 515 502 497 50.0 543 50.6 518 522 50.3 50.3
80 Cash assets* . - 128.1 147.1 1433 1349 1309 1393 1377 1369 1404 131.1 1403 1329
81 Other assets® 1590 174.8 167.7 1685 168.8 1770 180.5 179.1 1838 1820 177.0 176.0
82 Total assets® ................. .. 22722 23164 2,319.6 23235 23322 2376.7 23754 2,359.1 23726 2,349.9 23653 2,3403
Liabilities
83 Deposits ... 1.392.1 1,455.7 14378 14274 14312 14510 14325 14500 146138 1,446.2 1,449.1 1431.7
84 Transaction. .. ... . 4259 424.1 4069 3859 3747 3857 365.8 370.7 3736 363.0 3734 3633
85 Nontransaction - 966.2 10316 1,030.9 10415 1,056.4 1,065.4 1.066.7 1,079.3 1,088.2 1,083.2 1075.6 1.068.4
86 Large time .. .. 1384 157.6 1583 163.5 161.2 166.7 169.3 1739 1743 1722 173.7 174.3
87 Other .. .. . . 8278 874.0 8727 878.0 8952 898.7 897.4 9054 914.0 911.0 901.9 894.1
88 Borrowings ......... . 4469 4203 4322 428.1 4412 4632 468.6 446 4479 436.5 4499 436
89 From banks in the U.S - 186.9 183.4 181.6 179.7 187.6 194.8 190.2 168.6 179.5 171.5 167.5 158.6
90 From nonbanks in the U. 260.1 2369 250.7 2484 2536 268.4 2784 276.0 2684 265.0 2824 285.0
91 Net due 1o related foreign offices . .. . 74.3 634 69.7 76.0 68.6 744 88.1 758 76.1 76.5 78.6 76.8
92 Other Habilities .................. 1277 149.1 1520 160.2 155.1 152.3 1474 1474 1454 149.5 146.8 147.4
93 Total liabilities . ................. 2,041.0 2,088.5 2,091.7 2,017 2,096.0 2,140.9 2,136.7 21178 21312 2,108.7 21243 2,099.5
94 Residual (assets less liabilities)7. . ... 2312 2279 2279 2317 2362 2358 2387 2413 2414 241.1 2409 240.8
MEMO
95 Revaluation gains on off-balance-
sheet items® . ................. 36.0 475 559 49.0 495 420 385 385 40.0 390 371
96 Revaluation losses on off-balance-
sheet items® .. ... oo 318 40 50.9 432 4.6 434 402 402 412 40.5 388
97 Mortgage-backed securities? . .. na. 198.0 2000 199.7 200.7 2034 203.1 201.3 204.2 202.2 201.4 201.7
98  Pass-through securities .......... 134.3 136.5 136.8 138.0 140.5 141.0 139.9 141.8 139.6 1395 140.1
99  CMOs, REMICs, and other
mortgage-backed securities . . . 637 635 629 62.7 629 620 614 62.5 626 619 617
100 Net unrealized gains (losses) on
available-for-sale securities'? 28 27 27 27 1.8 2.1 26 24 25 26 26
101 Offshore credit to U.S. residents'" .. 287 317 309 32.1 329 333 336 334 342 34.1 329 328

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

Billions of dollars

Monthly averages Wednesday figures

Account 1996 1996 1997 1997

June’ Dec.” Jan. Feb. Mar. Apr. May June June 4 June 11 June 18 June 25

Seasonally adjusted

Assets

I Bank credit....................... 13315 13725 13811 13839 1,396.9 14046 14212 14187 14192 14222 14231
2 Securities in bank credit . . 4020 4009 404.5 403.0 4068 409.3 408.2 4089 408.6 4090 4077
3 U.S. government securities .. ..., 3220 3213 3242 3232 3255 326.1 3260 3269 326.2 326.5 3253
4 Other securities ... ......... . 80.0 796 804 79.9 813 83.2 822 82.1 824 825 824
5 Loans and leases in bank credit? . . 929.5 971.6 976.5 980.9 990.1 9953 1,012.9 10098 1.010.6 10132 10153
6 Commercial and industrial 1674 1739 1745 176.1 1775 1785 1814 180.1 1799 181.2 1824
7 Realestate ............... 480.5 504.1 5102 5150 5231 5285 5383 536.0 5369 5385 5394
8 Revolving home equity . N 230 266 269 273 279 285 289 287 288 290 290
9 Other . . .............. . 4575 4775 4833 4876 4952 500.0 504 5072 508.1 509.5 5104
10 Consurmer . . 2160 2258 2236 2209 2198 2187 2221 2224 2224 2224 2222
bl Security®. ... ... 4.8 4.8 4.7 49 hA 48 49 50 49 48 49
i2 Other loans and lease: . 609 629 63.5 64.0 646 646 66.3 66.4 664 66.2 664
13 Interbank loans .. ... .. 459 513 509 540 58.1 526 53.5 54.2 527 52.1 536
14 Cash assets* . . 61.1 64.0 65.6 68.3 703 71.6 727 69.3 735 713 755
15 Other assets® .................. . 46.1 521 51.0 53.1 599 60.8 64.2 60.5 659 63.0 66.6
16 Total assets” .............. 14654 15204 15289 1,539.7 1,565.6 1.569.8 15915 15827 15913 1,588.6 1598.6

Liabilinies
..... 1.161.1 1.200.8 1,246 1,225.3 1.236.1 1.236.8 1,398 1,253.2 1,2435 1.249.6 1.2495 12583
3102 3064 3056 306.1 3069 307.6 3055 306.9 3011 306.0 305.0 3137
Nontransaction 8509 894.4 909.1 919.1 9292 9292 9342 946.2 942.4 943.6 9445 944.5
20 Large time . .. 1386 153.0 1550 156.5 157.6 156.6 1580 160.5 159.6 159.9 160.2 161.0
21 Other . 7123 7413 754.0 762.6 771.6 7726 776.3 785.8 782.8 783.6 7843 7836
22 Borrowings ........ 137.6 1575 157.5 156.3 1584 160.1 159.0 159.7 160.1 163.5 157.9 158.6
23 From banks in the US. 719 83.0 84.5 836 842 84.3 84.8 79.0 819 84.7 762 779
24 Fromothers ........... . 39.7 74.6 730 727 742 759 743 80.8 78.1 788 81.7 807
25 Net due to related foreign offices . . .. 53 27 4.0 40 39 44 4.1 38 36 40 34 38
26 Other habilies ... 256 252 RAR 252 266 264 271 215 217 275 278 274
27 Total liabilities . . ... R 13295 1,386.3 1.400.6 1.410.7 14250 14278 14300 1,444.2 14349 1,444.7 14385 1,.448.1
28 Residual (assets less liabilities)™. ... . 1359 134.1 1283 1290 140.6 142.0 Ho.l 147.3 147.8 146.6 150.0 150.5

Not seasonally adjusted

Assers
29 Bank credn . ........ 1.3324 13752 1.379.2 13784 13924 1405.0 14135 14220 14182 14207 1.422.0 14247
30 Secunties in bank credit R H)39 4004 4031 4014 408.1 4128 411.6 410.0 4098 4109 4109 4105
31 US. government securitics . 240 3208 3229 3218 3266 3292 3282 3278 3277 3285 RS 3282
32 Other securities . . . . . . P 79.9 79.6 80.2 79.6 81.5 835 833 822 321 824 824 82.3
33 Loans and leases in bank credit' . . 9284 9748 976.1 977.0 984.3 9922 1.002.0 10120 1,0084 10098 10111 10142
34 Commercial and industrial . 168.7 1735 1745 1758 1780 1797 181.5 182.6 i81.6 1813 1824 1835
35 Reatestate  ................. 480.3 506.1 509.8 5124 520.1 525.8 RRING 5381 534.8 536.5 5380 539.8
36 Revolving home equity . 230 26.7 26.8 27.1 277 282 28.6 289 28.7 28.8 289 290
37 Other 4573 4794 4830 4853 4924 497.6 503.0 509.2 506.1 507.7 509.1 5108
38 Consumer 2140 2267 2246 217 2180 2184 2198 2203 2210 2205 2200 2206
39 Security? 4.6 50 48 50 5.1 49 47 4.8 50 50 4.6 44
40 Other Joans an 60.8 635 623 62.1 63.0 634 644 66.3 66.0 665 66.1 659
41 Interbank loans 429 543 522 56.1 38.1 530 49.3 50.7 552 550 483 450
42 Cash assets* 59.8 67.6 67.8 67.5 68.1 70.2 69.8 713 73.1 9.5 704 9.1
43 Other assets® 4.5 527 519 A4 389 59.8 39.1 62.2 62.2 o1.7 0.4 62.2
44 Total assets® .. ... ... . . 1,460.3 1,5304 15315 15369 1.557.9 1.568.1 15717 1,586.1 1,588.4 15869 1,580.9 15808
Liabilities
45 Deposits ... 1,1589 1.214.2 1,212.1 12154 1.231.1 1,239.0 1.237.2 1,2513 1,2545 12581 1,246.6 1.2418
46 Transaction. . . . 308.3 317.6 209.3 3023 302.6 307.8 3022 3053 3084 305.5 3032 3014
47 Nontransaction ................ 850.6 896.6 902.8 9132 u28.5 931.2 935.0 946.0 946.2 9456 9434 0404
48 Large time .......... . 1382 1521 1537 1572 158.5 157.6 158.8 160.0 159.9 160.2 159.8 159.9
49 Other 7124 7445 749.1 7559 770.1 7735 776.2 786.0 786.3 7855 783.6 780.5
50 Borrowings . 1399 157.1 1593 155.0 1520 1576 1634} 1634 1612 161.2 163.2 1671
51 From banks inthe US . . . ... 794 824 84.2 818 805 834 87.2 820 833 831 81.6 810
52 From others  ......... AU 0.5 746 750 73.2 725 74.2 757 814 780 8.t 816 83.1
53 Net due (o related foreign offices . 53 27 40 4.0 39 4.4 4.1 38 16 40 34 38
54 Other habilives .............. 250 24.8 24.7 256 269 26.7 268 270 270 272 270 270
55 Total liabilities . ............... S 1,3292 1.398.7 1,400.1 1,400.0 L4150 1427.7 1431.1 14455 1,446.4 1443.5 1.440.1 14397
56 Residual (assets less liabilities)” ... ... 1311 1317 1314 1369 1429 1404 140.6 140.7 142.0 1434 140.8 1411
MEMO
57 Mortgage-backed securities® . o na. 436 443 439 451 456 46.1 47.1 468 36.8 472 472

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

Bullions of dollars

Monthly averages Wednesday figures

Account 1996 1996 1997 1997

June Dec. Jan, Feb. Mar. Apr. May June June 4 June 11 June 18 June 25

Seasonally adjusted

Assets
1 Bankh credit................... 505.0 5159 5307 5254 5337 5399 542.8 3395 545.1 540.0 5417
2 Secunties in bank credit . 164.5 170.2 177.0 173.0 178.1 1756 1777 1790 180.5 1733 1750
3 U.S. government securities . 876 81.8 854 836 878 89.9 923 943 933 877 91.0
4 Other securities ... ....... 769 884 91.6 894 90.2 857 854 84.7 872 856 840
5  Loans and leases in bank credit? .. 3406 3457 3536 3524 3556 364.3 365.1 360.5 364.6 366.8 366.7
6 Commercial and industrial .. ... 2130 2144 217.1 216l 2166 219.7 2205 2192 2206 2214 2202
7 Real estate . .......... 320 38 320 kI 314 306 296 30.1 300 29.7 29.3
8 Security? .. ... . 362 381 398 39.7 432 435 46.0 412 46.0 46.6 475
9 Other loans and leases . 59.3 613 617 63.1 64.5 70.5 69.0 70.1 680 69.1 69.7
10 Interbank loans . ...... 21.7 227 209 227 18.9 206 199 19.0 20.0 19.9 193
11 Cashasselst ........... ..... 311 311 329 324 327 340 357 341 343 36.] 36.8
12 Other assets® .. ................. 370 388 418 418 399 396 422 433 433 404 414
I3 Total assets® .......... ... .. o 550.7 594.7 6082 626.0 622.0 625.0 6339 640.3 6357 6425 636.3 638.9
Liubilities
14 Deposits . . . 175.4 2195 2257 2380 2427 2577 2520 2582 2485 251.8 2584 2629
15 Transaction S 10.8 10.2 103 9.7 104 108 11.2 111 108 108 117 109
16 Nontransaction e e 164.6 209.3 2154 2282 2322 2469 2408 247.1 2377 2410 246.8 2520
17 Large tme ..... ...... 162.3 2065 2132 2243 287 2445 2384 2447 2353 2186 2444 249.6
18 Other  ......... . . 23 28 22 40 36 25 24 24 24 24 24 24
19 Borrowings .. .......... B 128.0 1216 130.3 1433 140.1 1399 1437 141.3 1357 1385 139.7 1452
20 Frombanksinthe US.... . . . 323 330 28.3 344 353 335 339 321 29.6 284 324 347
21 Fromothers................. . 956 88.6 102.1 1089 1048 106.5 109.8 109.2 106.1 110.1 107.3 1104
2 Net due 10 related foreign offices. . .. . 177.4 162.2 150.3 1394 141.1 134.6 148.7 148.8 166.6 160.3 149.7 1338
23 Other liabilities ...... ............ 68.1 833 90.8 100.6 94.8 929 90.2 91.6 929 944 90.6 88.1
24 Total liabilities ... ............ . 5489 586.5 597.1 621.3 618.6 625.1 634.6 639.9 643.7 645.0 6384 630.0
25 Residual (assets less Habilities)”. ... . 1.8 8.1 1l 4.7 34 -0.1 ~08 04 ~80 =25 -22 89

Not seasonally adjusted

Assets
26 Bank credit ... . L . 459.4 501.2 5131 5313 5252 5337 5426 543.2 544.8 545.1 5400 540.1
27 Securities in bank credit ...... AN 147.4 1582 166.3 178.0 1737 1785 180.5 1784 184.6 182.3 1738 1740
28 U.S. government securities .. 76.9 85.1 82.8 872 86.6 873 90.5 91.0 95.1 927 873 88.8
29 Trading account. .......... . na. 199 170 214 200" 18.6 188 188 236 20.5 15.7 16.6
30 Investment account . . .. na. 65.3 65.8' 65.8" 66.6" 68.7° 716" 722 714 72.1 71.6 722
31 Other securities .. ... .. L 705 731 836 90.8 87.1 912 9.1 874 895 897 864 852
32 Trading account. .. . . . . na. 513 58.6" 652 604" 614" 60.0° 58.6 6.6 60.1 577 56.8
33 [nvestment account ......... na 218 MY 257 26.7° 298" 300" 288 289 295 287 28.4
34 Loans and leases in bank credit® . 3120 3430 3468 3533 3516 3552 362.0 3649 3602 3627 366.2 366.1
35 Commercial and industnal . . . 1918 2134 214.3 2171 2157 217.3 2213 219.8 220.0 220 2211
36 Real estate  .......... . 331 322 318 321 315 309 295 299 298 298 292
37 Secunty? 318 36.2 33.1 308 39.7 432 46.0 41.2 46.0 46.6 475
38 Other loans and lea: 55.3 61.2 62.6 644 64.6 63.8 682 69.3 66.9 678 68.3
39 Interbank loans 219 217 227 209 27 18.9 19.9 19.0 20.0 199 193
40 Cash assets* . .. 286 322 315 321 318 318 364 348 350 368 373
41 Other assets 41.8 378 380 42.7 412 384 42.1 44.5 445 402 402
42 Total assets” ........... - 551.6 5927 605.0 626.7 620.6 6227 6414 6429 6443 636.7 636.6

Liabiities
43 Deposits . F . 1757 2222 2258 2348 2425 251.3 258.6 2515 2544 259.1 2634
44 Transaction. . . . 10.7 109 10.4 9.9 10.2 104 1.1 106 103 113 1t
45 Nontransaction 165.0 2113 2155 2249 2323 2410 2476 2409 2440 2478 2523
46 Large time . . 162.8 2085 2132 2210 2287 2386 2452 2385 2416 2454 2499
47 Other .. .. 23 2.8 22 39 35 24 24 24 24 24 24
48 Borrowings 1223 1204 1272 136.7 1342 1424 146.3 1384 141.6 146.2 1485
49 From banks in the U.S. e 338 336 293 321 337 337 338 313 29.7 34.6 34.0
50 Fromothers ................. . 98.6 86.8 919 104.6 1005 108.8 1125 107.1 1119 1116 1144
51 Net due to related foreign offices .. . 170.2 163.8 159.1 148.6 1458 1315 140.6 1532 147.8 137.9 1310
52 Other liabilittes ........... ... e 688 819 899 103.1 947 927 926 95.7 974 90.3 384
53 Total liabilities . . 547 5883 602.0 6233 617.2 6179 638.0 638.8 641.2 633.5 6332
54 Residual (assets less liabilitesy’. ... 4.5 44 30 34 N 4.7 42 34 42 3.1 32 34

MEMO
55 Revaluation gains on off-balance-sheet

items® L . na. 336 413 46.1" 415 40.7° 398 379 396 387 373 36.6
56 Revaluation losses on off-balance-
sheet ttems® ... ... ... R na. Rn7 41.1° 477 438 435 424 40.8 427 41.6 402 39.5

Footnotes appear on p. A2
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NOTES TO TABLE 1.26

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

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

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

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

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

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

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

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

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

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

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

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

of assets and liabilities.

The data for large and small domestic banks presented on pp. A17-19 are adjusted to
remove the estimated effects of mergers between these two groups. The adjustment for
mergers changes past levels to make them comparable with current levels. Estimated
quantities of balance sheet items acquired in mergers are removed from past data for the bank

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

11. Mainly commercial and industrial loans but also includes an unknown amount of credit
extended to other than nonfinancial businesses.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period

Year ending December 1996 1997
Item
1992 1993 1994 1995 1996
Deo. Deoc. Dec. Deo. Dec. Dec. Jan. Feb. Mar. Apr. May
Commercial paper (seasonally adjusted unless noted otherwise)
T Allisswers................ ..ol 545,619 555,075 595,382 674,904 775,371 775,371 804,644 813,168 836,979 838,366 855,178
Financial companies'

2 Dealer-placed paper?, total . ............ 226,456 218,947 223,038 275,815 361,147 361,147 376,908 387,164 402,291 404,727 413,776
3 Directly placed paper’, total .. .......... 171,605 180,389 207,701 210,829 229,662 229,662 238,133 239,509 246,215 248,920 252,856
4 Nonfinancial companies*................. 147,558 155,739 164,643 188,260 184,563 184,563 189.602 186,495 188,473 184,719 188,546

Bankers dollar acceptances (not seasonally adjusled)5

STotal............ooiiii s 38,194 32,348 29,835 29,242 25,754 25,754 [ A
By holder
6 Acceptingbanks ............... ... 10,555 12,421 11,783

7 Ownbills...................... ... 9,097 10,707 10,462
8  Bills bought from other banks .......... 1,458 1,714 1,321
Federal Reserve Banks
9 Foreign correspondents . ............... 1,276 725 410 n.a. na. na. na. na. n.a. na. n.a.
10 Others.............oiiiiin 26,364 19,202 17,642
By basis

11 Imports into United States ...

12 Exports from United States. . 8,096 7,293 6,355
13 Allother. . ........c.ooiiiniiiiiann 17,890 14,838 13,417 ]

1. Institutions engaged primarily in commercial, savings, and mortgage banking; sales, 5. Data on bankers dollar acceptances are gathered from approximately 100 institutions.
personal, and mortgage financing; factoring, finance leasing, and other business lending; The reporting group is revised every January. Beginning January 1995, data for Bankers
insurance underwriting; and other investment activities. dollar acceptances are reported annually in September.

2. Includes all financial-company paper sold by dealers in the open market. 6. In 1977 the Federal Reserve discontinued operations in bankers dollar acceptances for

3. As reported by financial companies that place their paper directly with investors. its own account.

4. Includes public utilities and firms engaged primarily in such activities as communica-
tions, construction, manufacturing, mining, wholesale and retail trade, transportation, and
services.

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

Percent per year

Date of change Rate Period Average Period Average Period Average

rate rate rate

1994—Mar. 6.25 1994 7.15 1995—Jan. . 8.50 1996—1Jan. 8.50

Apr. 6.75 1995 8.83 Feb. 9.00 Feb. 8.25

May 7.25 1996 .. 8.27 9.00 Mar. 8.25

Aug. 7.75 9.00 Apr. 8.25

Nov. 8.50 1994—Jan. ... 6.00 9.00 May 8.25

Feb. 6.00 9.00 June 8.25

1995—Feb. 9.00 6.06 8.80 July 8.25

July 875 6.45 8.75 Aug. 8.25

Dec. 8.50 6.99 8.75 Sept. 8.25

725 8.75 Oct. 8.25

1996—Feb. 8.25 7.25 8.75 Nov. 8.25

1997—Mar. 8.50 7.51 8.65 Dec. .. 8.25

7.75

1.75 1997—1Jan. ... 8.25

8.15 Feb. 8.25

8.50 Mar. 8.30

Apr. 8.50

May 8.50

June 8.50

July ... 8.50

1. The prime rate is one of several base rates that banks use to price short-term business Report. Data in this table also appear in the Board’s H.15 (519) weekly and G.13 (415)

loans. The table shows the date on which a new rate came to be the predominant one quoted monthly statistical releases. For ordering address, see inside front cover.

by a majority of the twenty-five largest banks by asset size, based on the most recent Call
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1.35 INTEREST RATES Money and Capital Markets
Percent per year; figures are averages of business day data unless otherwise noted
1997 1997, week ending
Item 1994 1995 1996
Mar. Apr. May June May 30 June 6 June 13 | June 20 | June 27
MONEY MARKET INSTRUMENTS
| Federal funds'?3 ... ... ... .......... 4.21 5.83 5.30 5.39 5.51 5.50 5.56 543 554 548 5.62 542
2 Discount window borrowing™® ............ 3.60 5.21 5.02 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Commercial pazper."s'(7
3 lemonth ........ ... ...l 443 593 5.43 5.51 5.61 5.6!1 5.60 5.60 5.61 559 5.60 5.61
4 3-month ... . 4.66 5.93 541 5.56 571 5.69 5.65 5.67 5.68 5.66 5.64 5.63
5 6month ......... ... ... 493 593 542 5.61 579 5.78 5.69 5.75 574 571 5.67 5.65
Finance paper, directly placed®>’
6  1-month 5.81 5.3} 5.39 5.51 5.53 5.53 5.50 5.52 5.52 553 5.54
7  3-month 578 529 542 5.61 5.61 557 5.59 5.60 556 5.56 5.55
8  6-month 5.68 521 541 5.60 5.66 5.57 5.63 5.61 5.59 554 5.53
Bankers accepmnces3 5.8
9 3wmonth ...l 4.56 5.81 5.31 5.44 5.62 5.62 5.59 559 5.61 5.60 5.58 558
10 6-month ............................. 4.83 5.80 531 5.50 5.71 571 5.63 5.68 5.67 5.66 5.60 5.61
Certificates of deposit, secondary market™®
1 I-month . ... 438 5.87 5.35 5.44 557 5.58 5.57 557 5.56 5.56 557 558
12 3-month ... 4.63 5.92 5.39 5.53 5.71 5.70 5.66 5.69 5.68 5.68 5.65 5.66
13 6-month ... ............ ... .. ... ..., 4.96 5.98 547 5.69 5.90 5.87 5.78 585 582 5.80 5.75 5.76
14 Eurodollar deposits, 3-month®"® ... ... 463 5.93 5.38 5.50 5.70 5.69 5.66 5.69 5.69 5.68 5.65 5.63
US. Treasury bills
Secondary market™’
15 3-month 4.25 5.49 5.01 5.14 516 5.05 4.93 494 491 4.88 491 4.99
16 6-month ... 4.64 556 508 5.26 5.37 5.30 513 5.25 5.20 5.17 5.10 5.08
17 t-year 5.02 5.60 522 547 564 554 5.38 553 5.44 540 5.34 535
Auction average3'5']'
18 3-month ... ............. ... . . 4.29 5.51 5.02 5.14 5.17 5.13 492 5.03 493 494 4.88 4.94
19  6-month . . 4,66 5.59 5.09 524 535 535 5.14 5.26 522 520 5.10 5.05
20 deyear ... 5.02 5.69 5.23 5.36 5.66 5.64 535 5.55 na. n.a. na. 5.35
U.S. TREASURY NOTES AND BONDS
Constant maturities'?
2 lyear ...l 532 594 552 5.80 5.99 5.87 5.69 586 5.76 5.72 5.65 5.65
22 2-year 594 6.15 5.84 6.22 6.45 6.28 6.09 6.29 6.19 6.12 6.03 6.04
23 3-year 6.27 6.25 5.99 6.38 6.61 6.42 6.24 6.44 6.32 6.27 6.16 6.20
24 S-year 6.69 6.38 6.18 6.54 6.76 6.57 6.38 6.60 6.48 6.40 6.29 6.33
25 7-year ... 6.91 6.50 634 6.65 6.86 6.66 6.46 6.69 6.55 648 6.38 6.42
26 10-year .. 7.09 6.57 6.44 6.69 6.89 6.71 6.49 6.75 6.61 6.52 6.40 645
27 20-year .. 7.49 6.95 6.83 7.05 720 7.02 6.84 7.07 6.93 6.87 6.76 6.80
28  30-year 7.37 6.88 6.71 6.93 7.09 6.94 6.77 6.99 6.86 6.80 6.69 6.73
Composite
29 More than 10 years (long-term) ............ 741 6.93 6.80 7.03 7.18 7.00 6.82 7.05 6.92 6.85 6.74 6.78
STATE AND LOCAL NOTES AND BONDS
Moody's series'?
30 Aaa ..o a7 5.80 5.52 5.55 5.66 548 533 543 5.45 5.33 528 524
3l Baa............, ... 6.17 6.10 5.79 575 5.85 5.67 553 5.62 5.64 5.54 5.49 543
32 Bond Buver series'® 6.18 595 5.76 5.76 5.88 5.70 5.53 5.67 5.60 5.52 5.48 553
CORPORATE BONDS
33 Seasoned 1ssues, all industries'> ............ 8.26 7.83 7.66 7.83 7.99 7.86 7.68 7.92 779 772 7.60 7.63
7.97 7.59 7.37 7.55 7.73 758 741 7.64 7.51 7.44 7.33 7.36
8.15 772 7.55 7.77 7.93 7.80 7.62 7.85 7.73 7.66 7.53 7.56
8.28 7.83 7.69 7.82 7.98 7.86 7.68 791 779 7.71 7.60 7.62
8.63 8.20 8.05 8.18 8.34 8.20 8.02 8.25 8.13 8.06 7.94 796
8.29 7.86 777 8.08 8.23 8.01 7.85 8.02 7.90 7.84 177 7.84
MEMO
Dividend—price ratio'”
39 Common Stocks . ...... ...t 2.82 2.56 2.19 1.91 1.98 1.85 177 1.83 1.84 1.77 1.73 1.76

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

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

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

14. State and local government general obligation bonds maturing 1n twenty years are used
in compiling this index. The twenty-bond index has a rating roughly equivalent to Moodys'
Al rating. Based on Thursday figures.

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

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

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

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

1996 1997
Indicator 1994 1995 1996
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June
Prices and trading volume (averages of daily ﬁgures)]
Common stock prices (indexes)
1 New York Stock Exchange
(Dec. 31,1965 =50) ................ 254.16 291.18 357.98 373.54 388.75 391.61 403.58 418.57 416.72 401.00 433.36 457.07
2 Industrial . ... 315.32 367.40 453.57 473.98 490.60 494.38 509.18 524.30 523.08 506.69 549.65 578.57
3 Transportation 247.17 270.14 327.30 332.80 348.32 352.28 359.40 364.15 37237 366.67 395.50 410.93
4 Utlity....... ... | 10496 110.64 126.36 130.04 135.88 128.55 131.95 142.88 132,38 126.66 140.52 140.24
S5 Fimance....................oiiiiin 209.75 238.48 303.94 324.42 34530 350.01 361.45 388.75 387.19 364.25 392.32 419.12
6 Standard & Poor's Corporation
(194143 = 100 ..........oovvins 460.42 541.72 670.49 701.46 735.67 743.25 766.22 798.39 792.16 763.93 833.09 876.29
7 American Stock Exchange 5
(Aug. 31,1973 = 50)" .............. 44949 498.13 570.86 574.46 583.21 582.96 585.09 593.29 593.64 554.13 584.06 619.94
Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 290,652 |345,729 | 409,740 420,835 443,521 |431,538 | 526,631 | 508,199 |496,241 | 473,094 | 479,907 | 516,241
9 American Stock Exchange ................ 17,951 20,387 22,567 18,780 22,151 23,648 24,019 21.250 19,232 19,122 19,634 23,277
Customer financing (millions of dollars, end-of-period balances)
10 Margin credit at broker—dealers® ......... 61,160 76,680 97,400 88,740 91,680 97,400 99,460 | 100,000 | 100,160 | 98,870 | 106,010 | 113,440
Free credit balaréces at brokers®
11 Margin accounts® ......... ... ... ... 14,095 16,250 22,540 19,890 20,020 22,540 22,870 22,200 22,930 | 22,700 22,050 23,860
12 Cashaccounts ....................oveun 28,870 34,340 40,430 36,610 36,650 40,430 41,280 40,090 41,050 | 37,560 39,400 41,750
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
13 Margin stocks ........... ...l 70 80 65 55 65 50
14 Convertible bonds S 50 60 50 50 50 50
15 Shortsales ......................coonna 70 80 65 55 65 50

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

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

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

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

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

6. Series initiated in June 1984. .

7. Margin requirements, stated in regulations adopted by the Board of Governors pursuant
to the Securities Exchange Act of 1934, limit the amount of credit that can be used to
purchase and carry “margin securities” (as defined in the regulations) when such credit is
collateralized by securities. Margin requirements on securities are the difference between the
market value (100 percent) and the maximum loan value of collateral as prescribed by the
Board. Regulation T was adopted effective Oct. 15, 1934; Regulation U, effective May 1,
1936; Regulation G, effective Mar. 11, 1968; and Regulation X, effective Nov. 1, 1971.

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

Millions of dollars

Fiscal year Calendar year
Type of account or operation 1997
1994 1995 1996
Jan. Feb. Mar, Apr. May June

US. budget'
1 Receipts, total ... oo 1,258,627 1,351,830 1,453,062 150,718 90,293 108,099 228,588 94,493 173,361
2 On-budget. . 923,601 1,000,751 1,085,570 113,841 59,673 73,869 187,997 63,146 135,922
3 Off-budget. . 335,026 351,079 367,492 36,877 30,620 34,230 40,591 31,347 37,439
4 Outlays, total. . . 1,461,731 1,515,729 1,560,330 137,354 134,303 129,422 134,650 142,988 118,837
5 On-budget . 1.181,469 1.227.065 1.259,872 110,552 104,964 100,427 107,842 112,625 105,379
6 Off-budget ........... 279,372 288,664 300,458 26,802 29,339 28,996 26,807 30,362 13,459
7 Surplus or deficit (—), total o —203,104 163,899 ~107,268 13,364 —44,010 ~21,323 93.939 —48,494 54,523
8 On-budget .......... R —258,758 ~226,314 —174.302 3,289 —45,291 -26,558 80,155 —49.479 30,543
9  Off-budget ................. .. ... 55.654 62,415 67,034 10,075 1.281 5234 13,784 985 23,980

Source of financing (total)
10 Borrowing from the public. ................. 185,344 171,288 129,712 ~16,776 35,968 28,833 —39,001 —19,054 —11,147
11 Operating cash (decrease, or increase (—)) e 16,564 -2.007 —6,276 —3.785 21.357 —18,274 —55,908 72,532 —34,387
12 0ther? .. 1,196 -5382 —16,168 7,197 —13.315 10,764 970 4,984 —8,989

MEMO
13 Treasury operating balance (level, end of

period) . ... 35,942 37,949 44,225 36,579 15,222 33,496 89,404 16,872 51,259

14 Federal Reserve Banks 6,848 8,620 7,700 6,770 5,258 5,945 52,215 5,174 16,368
15 Tax and loan accounts 29,094 29,329 36,525 29.809 9,965 27,551 37,189 11,698 34,891

1. Since 1990, off-budget items have been the social security trust funds {federal old-age net gain or loss for U.S. currency valuation adjustment; net gain or loss for IMF loan-
survivors insurance and federal disability insurance) and the U.S. Postal Service. valuation adjustment; and profit on sale of gold.

2. Includes special drawing rights (SDRs): reserve position on the U.S. quota mn the SOURCE. Monthly totals: U.S. Department of the Treasury, Monthly Treasury Statement of
International Monetary Fund (IMF):; loans to the IMF; other cash and monetary assets; Recetpts and Outlays of the US. Government; fiscal year totals: U.S. Office of Management
accrued interest payable to the public; allocations of SDRs; deposit funds; miscellaneous and Budget, Budget of the US. Government.

liability (including checks outstanding) and asset accounts; seigniorage: increment on gold;
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1.3 U.S. BUDGET RECEIPTS AND OUTLAYS'
Millions of doliars
Fiscal year Calendar year
Source or type 1995 1996 1997 1997
1995 1996
H2 HI H2 Hi Apr. May June
RECEIPTS
| Allsources ........................ 1,351,830 1,453,062 656,865 767,099 707,551 845,552 228,588 94,493 173,361
2 Individual income taxes, net. ...... . . ..., 590.244 656,417 292,393 347.285 323,884 400,435 134.291 30.690 74,381
3 Withheld . ... .. 499.927 533.080 256,916 204.177 279,983 292.252 45.582 48.097 +1.802
4 Nonwithheid 175.855 212.168 45.521 162.782 53491 191,050 110.878 5.873 31.395
5 Refunds........ B §5.538 §8.897 10,058 79.735 9.604 82,926 22177 23.300 1.825
Corporation income taxes
6 Grossreceipts ... 174,422 189,055 88.302 96.480 95.364 106.451 29.547 5.005 40,541
7 Refunds................ . R 17418 17.231 7518 9.704 10,053 9.635 2,125 752 1,169
8 Social insurance taxes and contributivng, net 484.473 509414 224.269 277.767 240326 288.251 54.644 50.220 48,612
9 Employment taxes and contributions- . 451.045 476,361 211,323 257346 227777 268.357 50,771 39,835 47,933
10 Unemployment insurance.. . . . 28.878 28,584 10,702 18.068 10,302 17.709 3532 9.963 343
11 Other nel receipts’ ............... 4.550 4.469 2,247 2.254 2.245 2.184 341 422 336
12 EXCISE taXeS. .. oot 57.484 54,014 30,014 25.682 27016 28.084 4,768 4,808 5,185
13 Customs deposits 19,301 18.670 9.849 8.731 9.294 8.619 1,492 1,443 1,522
14 Estatc and gift taxes . 14,763 17.189 7718 8.775 8.835 10,477 3,308 1.412 1.494
15 Miscellaneous receipts 28,561 25534 11.839 12,087 12.888 12.866 2,662 1,667 2,793
OULTLAYS
6 Alltypes .. ... ... 1.515,729 1,560,330 752.856 785,368 799,851 797.554 134,650 142,988 118.837
17 National defense . .................. 272,066 265.748 132,887 132,599 138.350 131.525 21.872 26,152 20,613
18 [nternational affairs. ... ... .. .. . 16434 13.496 6.908 8,076 8.895 5779 1,654 256 472
19 General science. space. and technology. 16,724 16,709 7.970 8.897 9.498 8,939 1,395 1.655 1.565
20 Energy . T 4936 2.836 1,992 1.356 806 801 28 129 -5
21 Natural resources and environment ... ... 22078 21,614 11,392 10.254 11,642 9.688 1.545 1.719 1.622
22 Agriculture 9.778 0.159 3.065 73 10,699 1.433 -206 =208 —255
23 Commerce and housing crednt —17.808 -10,646 -3.947 ~6.885' —6,198 —7.463 =2.314 -62 891
24 Transportation. . . ... . 39.350 39,565 20,725 IR.290 21.205 18.046 2955 3.320 3224
25 Community and regional development 10.641 10,685 5,569 5.245 6.192 5.699 1.067 883 1.207
26 Educauon, traning, employment. and
social services. .. ... o 54,263 52.001 26,212 25979 26,032 25,227 4,123 3,799 3.702
27 Health 115418 119378 57.128 59989 61,466 61.808 10,439 10374 10,595
28 Social security and Med F 495.701 523.901 251.388 264.647 269,409 278,817 46,823 18,887 47.558
29 Income SeCurity. ..............ooonueano..s 220,493 225,989 104.847 121,186 107,181 123.874 20,624 22.357 11.298
30 Veterans benefits and services .. ... ... 37.890 36,985 18.678 18,140 21.107 17,697 3.342 4333 1,583
31 Administration of justice ............. ..., 16,216 17,548 8.091 9015 9.595 10,643 1.454 1.875 1,883
32 General government . . ............ ... 13,835 11,892 7.601 4,641 6.544 6.574 1519 484 1,897
33 Netinterest™ ............... . o 232,169 241.090 119348 120,576 122,568 122,701 21,132 21,162 19.543
34 Undistributed offsetting receipts® ... .. .. -44.455 -37.620 —26.995 -16716 ~25.140 -24.234 —2.803 ~d 128 —8.556

Functional details do not sum to total outlays tor calendur year data because revisions to

4 Deposits of eanungs by Federal Reserve Banks and other muscellaneous recetpts.

monthly totals have not been distributed among functions Fiscal year total for receipts and
outlays do not correspond to calendar year data because revisions trom the Budget have not
been futly distributed across months.

2 Old-age, disability, and hospital imsurance. and rarlroad retirement accounts

3 Federal employee retirement contributions and  civil service retirement  and

disabiluy fund.

5. Includes interest recerved by trust funds.

6. Rents and rovalties tor the outer continental shelt, U.S. government contributions for
employee retirement, and certain assct sales.

SOLRCE Fiscal year tatals US. Office of Management and Budget, Budget of the US
Governmend, Fiscal Year 1998 monthly and hali-yew totals: US Department of the Trea-
sury. Monthiy Treasioy Statement of Receipts and Outlavs of the US Government.



1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars. end of month
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1995 1996 1997
Item
June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30

| Federal debt outstanding .. ........................ 4,978 5,001 5,017 5,153 5,197 5,260 5357 5,415 na.
2 Public debt securities. . ......... .. o oo 4,951 4,974 4,989 5,118 5.161 5,225 5,323 5,381 5.376
3 Held by pubhe. . 3,635 3,653 3,684 3,764 3,739 3,778 3,826 3,874

4 Held by agencies 1,317 1,321 1,305 1,354 1.422 1.447 1,497 1,507

5 Agency securities 27 27 28 36 36 35 34 34 n.a.
6 Held by publi 27 27 28 28 28 27 27 26

7 Heldbyagencies.................... oo 0 0 0 8 8 8 8 8

8 Debt subject to statutory limit. ..................... 4,861 4,885 4,900 5,030 5,073 5,137 5,237 ,294 5,290
9 Public debt securities. ... 4.861 4,885 4,900 5,030 5073 5,137 5,237 5,294 5,290
10 Other debt 0 0 0 0 0 0 0 0

MEMO

11 Statutory debt hmit .. ... ... ... 4,900 4,900 4,900 5,500 5,500 5,500 5,500 5,500 5,500

1. Consists of guaranteed debt of U.S. Treasury and other federal agencies, specified
participation certificates, notes to international lending organizations, and District of Colum-
bia stadium bonds.

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

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1996 1997
Type and holder 1993 1994 1995 1996
Q3 Q4 Q1 for)
1 Total gross publicdebt . ............... ... ... ... ... ... ... 4,535.7 4,800.2 4,988.7 5,323.2 5,224.8 5,323.2 5,380.9 5,376.2
By nype
2 Interest- bedrmg 4,532.3 4,769.2 4,964.4 53172 52208 5317.2 5,375.1 5,370.5
3 Marketable . 2,989.5 3,126.0 3.307.2 3.459.7 34184 34597 35044 34331
4 Bills ..... 714.6 7338 760.7 7774 761.2 7774 785.6 704.1
5 Notes . . 1,764.0 1,867.0 2.010.3 2,112.3 2,098.7 2,112.3 2,131.0 2.132.6
6 Bonds. . 495.9 5103 521.2 555.0 543.5 555.0 565.4 565.4
7 Inflation-indexed note . n.a. n.a. n.a. n.a. na. n.a. 7.4 159
8  Nonmarketable®............. 1,542.9 1,643.1 1.657.2 1,857.5 1,802.4 1,857.5 1,870.8 1,937.4
9 State and local government series . 149.5 132.6 104.5 101.3 95.7 101.3 104.8 107.9
10 Foreign issues™. . ...... ... ... 435 42.5 40.8 374 375 374 36.8 354
11 . 435 42.5 40.8 474 375 474 36.8 354
12 0 .0 0 0 0 0 0 .0
i3 Savings bonds and note: 169.4 177.8 181.9 182.4 184.2 182.4 182.6 182.7
14 Government account series® .. ... ... ... ... ... . 1,150.0 1.259.8 1.299.6 1.505.9 14547 1,505.9 1.516.6 1,581.5
15 Non-interest-bearing ... ... ... i e 34 31.0 243 6.0 4.0 6.0 58 5.7
By holder®
16 U.S. Treasury and other federal dgenues and trust funds. . ... 1.153.5 1.257.1 1.304.5 14972 1,447.0 1.497.2 1.506.8 h
17 Federal Reserve Banks . ......... ... i 3342 374.1 391.0 4109 390.9 4109 405.6
18 Private investors . . . 3.047.4 3,168.0 3,294.9 34112 3.386.2 34112 34517
19 Commercial banks. . . . 322.2 2904 278.7 261.7" 274.8 261.7" 275.0
20 Money market funds . . 80.8 67.6 71.5" 91.6' 85.2 91.6" 839
21 Insurance companies . . 234.5 240.1 241.5 235.9' 235.6" 235.9° 236.5
22 Other COMPARICS . ..o\t ettt ettt i ia et 213.0 224.5" 2288 258.5 249.1 258.5 262.5 n.a.
23 State and local treasuries®™’ .. .. ... ..., 609.2¢ 540.2 421.5° 358.07 382,30 358.0° 353.0
Individuals
24 Savings bOnds .. ... 171.9 180.5 185.0 187.0 186.8 187.0 186.5
25 Other securities . . ... 137.9 150.7 162.7 169.6 167.0 169.6 168.9
26 Foreign and international® . 623.0 688.6 862.2 1,131.8" 1,030.9 1,131.8 1,199.1
27  Other miscellaneous mve>10rs ................................. 655.07 785.5" 843.0° T17.1" 774.5" 717.1° 686.4

The U.S. Treasury first issued inflation-indexed notes during the first quarter of 1997.
Includes (not shown separately) securities issued to the Rural Electrification Administra-
tion, depository bonds, retirement plan bonds. and individual retirement bonds.

3. Nonmarketable series denominated in dollars, and serics denominated in foreign cur-
rency held by foreigners.

4. Held almost entirely by U.S. Treasury and other federal agencies and trust funds.

5. Data for Federal Reserve Banks and U.S. government agencies and trust funds are actual
holdings: data for other groups are Treasury estimates.

6. Includes state and local pension funds.

7. In March 1996, in a redefinition of scrics, fully defeased debt backed by nonmarketable
fedcral securities was removed from “Other miscellancous investors™ and added to “State and
local treasuries.” The data shown here have been revised accordingly.

[l

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

9. 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.

SOURCE. U.S. Treasury Department, data by type of security. Monthly Statement of the
Public Debt of the United States; data by holder, Treasury Bulletin.
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1.42  US. GOVERNMENT SECURITIES DEALERS Transactions’

Millions of dollars, daily averages

1997 1997, week ending
Ttem
Mar. Apr. May Apr, 30 May 7 May 14 May 21 May 28 June 4 June 11 June 18 June 25
QUTRIGHT TRANSACTIONSl
By type of security
1 US. Treasury bills ................ 51,479 | 49329 | 42,017 | 47754 | 37016 [ 35920 | 43207 | 50,79 | 49,231 39951 40063 | 39,012
Coupon securities, by maturity
2 Fiveyearsorless................ 114,432 104,196 107,517 118,815 111,939 104,920 99.280 112,463 113,651 113,897 112,350 111,740
3 More than five year: 55,743 49,121 57216 51,203 58914 61,357 52,694 53,208 61,943 61,296 56.678 49,296
4 Federal agency . . 36,352 38.194 41,103 49.033 38,854 37,197 42,299 45,390 44,927 33,286 39.975 35,339
5 Mortgage-backed ... ... .. ... 41,420 41,984 39,712 33.270 46.230 47,955 29.544 33,017 41,622 65,901 45,400 42.808
By tvpe of counterparty
With interdealer broker
6 US Treasury . 127.693 117,018 120,714 125,120 121.200 120911 116,087 124,211 123.578 122.735 120,481 115,078
7  Federal agency .. 1,117 1,028 1,003 866 1.021 1070 838 993 1,223 1.334 1,821 1,066
8  Mortgage-backed 15314 13,923 12,677 12,747 13.628 15,450 10,145 11,008 13,036 20.694 15,073 13,753
With other
9 US. Treasury ................... 93,961 85,628 86,036 92,652 86,669 81.286 79,093 92,256 101,248 92.408 88,610 84,970
10 Federal agency . . 35,235 37,166 40,100 48,168 37,833 36.126 41,461 44,397 43,704 31,952 38,154 34,273
Il Mortgage-backed 26,108 28,061 27,035 20.523 32,602 32.506 19,398 22,009 28,585 45,207 30,327 29,055
FUTURES TRANSACTIONSj
By type of deliverable security
12 US. Treasury bills ................ 482 191 217 n.a. 218 263 247 107 244 473 494 155
Coupon securities, by maturity
13 Fiveyearsorless................ 2,150 1,720 2,014 1,806 1,992 1,718 1,439 2,416 3,447 2,357 2,558 1,755
14 More than five years . 14,670 12,314 14,506 13,467 13.417 15,029 14,953 12,591 18,631 15,645 15.967 13,281
15 Federal agency ... ... . 0 0 0 0 0 4] ] 0 0 [¢] 0
16 Mortgage-backed 0 0 0 0 0 0 0 0 0 0 0 0
OPTIONS TRANSACTIONS4
By tvpe of underlying security
17 US. Treasury bills ... ........ ... ... 0 0 Q 0 0 0 Q 0 0 [¢] 0 Q
Coupon secunties, by maturity
18 Fiveyearsorless................ 3.469 3,195 3,570 3,049 4435 3,659 4,701 1,577 2.342 3.993 4,122 1,655
19 More than five years .. 4,649 4277 5,024 5.360 6.855 3,412 5915 2,729 4,325 4,265 3,691 3,760
20 Federal agency . .. .. . o} 0 0 0 0 0 0 0 0 0 0 0
21 Mortgage-backed ... 578 584 560 392 589 845 393 433 445 530 572 163

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

Dealers report cumulative transactions for each week ending Wednesday.

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

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

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

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

NOTE. “n.a." indicates that data are not published because of insuffictent activity.

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6, 1994,
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Millions of dollars

Positions and Financing'
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1997 1997, week ending
Item
Mar. Apr. May Apr. 30 May 7 May 14 May 21 May 28 June 4 June 11 June 18
Positions®
NET OUTRIGHT POSITIONS®
By type of security
P US Treasury bills ..............0o00 14,352 4,082 ~5.335 —2,288 -2,870 —6.817 — 11,566 —6.935 10,641 3,197 -5.571
Coupon securities, by maturity
2 Fiveyearsorless.................. —20,140 —24,443 ~22.394 —25,842 -17,715 —21,724 —24.070 -27,109 —19,961 —16,154 | —22,525
3 More than five years —28,545 —28,153 —18,077 —25,855 —17,057 -17.115 —18,634 | -17,823 —21,997 =17.990 [ —19,549
4 Federal agency ....... 24,380 29,723 29451 31,230 30,592 30,382 25,764 30,457 30,873 33,666 33,311
5 Mortgage-backed . . 40,292 34,916 35472 33,990 33,163 39.457 38,260 33,633 29,343 37,166 39,500
NET FUTURES POSITIONS?
By type of deliverable security
6 US Treasury bills . .................. —2,494 —2,308 -974 —1,823 —1,464 —1.009 -1,032 —705 -237 —432 812
Coupon securities, by maturity
7 Fiveyearsorless.................. 3,130 4,018 3.100 2,375 2,095 2,798 2,806 4325 3,973 3,485 2,209
8  More than five years ~5,256 -5.916 —11.685 -9,728 —11,944 — 14,945 —10,008 -10.577 —9,970 — 14,621 —12,934
9 Federal agency ....... . 0 0 0 0 0 0 0 0 0 0 0
10 Mortgage-backed .................... 0 0 0 0 0 0 0 0 0 0 0
NET OPTIONS POSITIONS
By rype of deliverable security
11 US. Treasury bills ................... 0 0 0 0 0 0 0 0 0 0 0
Coupon securities, by maturity
12 Fiveyearsorless.................. —2,653° -2,458 848 —725 —693 16 1,690 1509 2,882 3,083 2,692
13 More than five years —433 —1,448 —671 —-2,019 -601 -776 -486 -999 ~-252 2,147 2,495
14 Federal agency . . ... o 0 0 0 0 0 0 0 0 0 0 0
15 Mortgage-backed .................... 1,405 2,437 2210 2,785 2,492 2,259 2,368 1.664 2,343 —464 —182
Financ:ing5
Reverse repurchase agreements
16 Overnight and continuing ............. 284,574 279,264 293,697 295,122 291,888 280,947 322,269 271,638 291,476 283,840 305,383
7 Term ..o 503,687 537,456 552,156 526,746 563.468 597,502 511,002 535,289 555332 600,039 607.423
Securities borrowed
18 Overnight and continuing .. ........... 213,214 213,138 216.864 215,280 214,098 214,759 227,741 211.460 215,458 211,755 214,207
19 Term . ... 77,877 81,206 78,569 81,124 84,883 81,694 73.246 75,345 76,489 83,949 93,569
Securities received as pledge
20 Overnight and continuing 5,937 6.499 4,104 4,012 4.094 4,011 4.163 4,001 4452 4,603 11,328
21 Term ..ol n.a. na. 188 na. na. 184 203 180 178 153 165
Repurchase agreements
22 Overnight and continuing ............. 599,641 595,167 602,889 572,343 585,445 607,208 633,677 575,751 624,993 637,862 643,690
23 Term .. ... 456,464 484,562 500,610 495,378 518.171 548,468 461,055 478,163 492,636 529.437 558,977
Securities loaned
24 Overnight and continuing . . 5,321 5,795 6,399 6,387 6,631 7,156 6,339 5.820 5,584 5,947 7.346
25 Term . ..ot 6.057 4.430 4,352 4.979 4.441 5,165 3,713 4,059 4,427 4.879 4.522
Securities pledged
26 Overnight and continuing ............. 62,775 59,877 62,667 65,196 66,523 63,219 64,797 57179 60,212 61,080 61,646
27 Term . ... 2,026 2.363 2.956 2,401 3,347 3,945 2,757 2.445 1,388 1,386 1,840
Collateralized loans
28 Overnight and continuing ............. 0 0 0 0 0 0 0 0 0 0 0
29 0 0 0 0 0 0 0 0 0 0 0
30 10,604 11,503 12,391 7.927 14,381 11,813 12,120 9,606 16,226 12,383 13,191
MEMO: Matched book®
Securities in
31 Overnight and continuing 281,495 281,975 298.289 293,913 304,888 292,435 322,439 276.919 290,066 290,077 303,114
32 Term . ...l 487.773 521.831 531,303 509,093 540,911 575,827 490,500 517,037 533,488 579.944 594,712
Securities out
33 Overnight and continuing .. ........... 358,230 362,687 363,061 364.418 364,387 363,224 379,851 340,727 372,527 378,812 405,995
34 Term ... 393.532 418.703 432,788 426,861 451,559 480.873 394.500 409.910 419,514 453,902 480,866

1. Data for positions and financing are obtained from reports submitted to the Federal
Reserve Bank of New York by the U.S. government securities dealers on its published list of
primary dealers. Weekly figures are close-of-business Wednesday data. Positions for calendar
days of the report week are assumed to be constant. Monthly averages are based on the
number of calendar days in the month.

2. Securities positions are reported at market value.

3. Net outright positions include immediate and forward positions. Net immediate posi-
tions include securities purchased or sold (other than mortgage-backed agency securities) that
have been delivered or are scheduled to be delivered in five business days or less and
“when-issued” securities that settle on the issue date of offering. Net immediate positions for
mortgage-backed agency securities include securities purchased or sold that have been
delivered or are scheduled to be delivered in thirty business days or less.

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

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

5. Overnight financing refers to agreements made on one business day that mature on the
next business day; continuing contracts are agreements that remain in effect for more than one
business day but have no specific maturity and can be terminated without advance notice by
either party; term agreements have a fixed maturity of more than one business day. Financing
data are reported in terms of actual funds paid or received, including accrued interest.

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

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

Major changes in the report form filed by primary dealers induced a break in the dealer data
series as of the week ending July 6, 1994.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1996 1997
Agency 1993 1994 1995 1996
Dec. Jan. Feb. Mar. Apr.
| Federal and federally sponsored agencies. .................... 570,711 738,928 844,611 925,823 925,823 939,416 927,400 929,809 n.a.
2 Federal agencies. .............. ... oL oo 45,193 39,186 37,347 29,380 29,380 29,481 29,303 28,989 27,762
3 Defense Department _ . 6 6 6 6 6 6 6 6 6
4 Export-Import Bank™® ... ... 5315 3,455 2,050 1,447 1,447 1,437 1,437 1,363 1,357
5 Federal Housing Administration™ ........................... 255 116 97 84 84 144 146 26 31
6  Government National Mortgage Association certificates of
panicipation5 e n.a. n.a. na. n.a. n.a. n.a. n.a n.a. n.a.
7  Postal Service®......... 9,732 8,073 5,765 na. n.a. n.a. na. n.a. n.a.
8  Tennessee Valley Authority.. . . . .. .. 29,885 27,536 29.429 27853 27.853 27,831 27,714 27.594 27,7156
9 United States Railway Association® .. .. ... ... ............... na. n.a. na. n.a. na. n.a. n.a. n.a. n.a.
10 Federally sponsored agencies’..................c.ccooveee . . .| 523452 699.742 807.264 896,443 896,443 909,998 898.097 900,820 932,729
11 Federal Home Loan Banks ......................c.oooiin. 139,512 205,817 243,194 263,404 263,404 257,055 255.407 266,456 277,880
12 Federal Home Loan Mortgage Corporation . . 49,993 93,279 119.961 156,980 156,980 163,171 161,532 153,621 162,872
13 Federal National Mortgage Association ...................... 201,112 257,230 299.174 331,270 331,270 333,302 332,046 336,174 341,789
14 Farm Credit Banks® . ................ 53,123 53,175 57,379 60,053 60,053 67,610 60,075 60,884 60,945
15 Student Loan Marketing Association” . 39,784 50,335 47.529 44,763 44,763 48,788 48,707 43,108 48,515
16 Financing Corporation™ ....................... 8,170 8,170 8.170 8,170 8,170 8,170 8,170 8,170 8,170
17 Farm Credit Financial Assistance Corporationl 1,261 1,261 1,261 1,261 1,261 1,261 1,261 1,261 1,261
18 Resolution Funding Corporation™ .......................... 29,996 29,996 29,996 29,996 29,996 29,996 29.996 29,996 29,996
MEMO
19 Federal Financing Bank debt'* ... ..., .. .. ............... 128,187 103,817 78,681 58,172 58,172 57,635 57,625 53,688 n.a.
Lending to federal and federally sponsored agenctes
20 Export-Import Bank® 5,309 3,449 2,044 1,431 1,431 1,431 1,431 1,357 1,357
21 Postal Service® ... ... ........... 9,732 8,073 5.765 na. na. na. na. na na.
22 Student Loan Marketing Association . . 4,760 na. n.a. na. n.a. na n.a na na
23 Tennessee Valley Authority.......... 6,325 3,200 3,200 n.a. na. na. na. na. na.
24 United States Railway Association® na. na. n.a. na. na. na. na na. n.a.
Other IendingM
25 Farmers Home Administration. . ........ ... ... .. 38.619 33,719 21,015 18,325 18,325 17,875 17,875 16,675 16,675
26 Rural Electnfication Administration . 17,578 17,392 17,144 16,702 16,702 16,702 16.710 15,696 15,674
27 45,864 37.984 29.513 21,714 21,714 21,627 21.609 21,317 23,919

1. Consists of mortgages assumed by the Defense Department between 1957 and 1963
under family housing and homeowners assistance programs.

2. Includes participation certificates reclassitied as debt beginning Oct. 1, 1976.

3 On-budget since Sept. 30, 1976.

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.

S. Certificates of participation issued before fiscal year 1969 by the Government National
Mortgage Association acting as trustee for the Farmers Home Administration, the Department
of Health, Education, and Welfare, the Department of Housing and Urban Development, the
Small Business Administration, and the Veterans Administration.

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and debentures. Includes
Federal Agricultural Mortgage Corporation; therefore details do not sum to total. Some data
are estimated.

8. Excludes borrowing by the Farm Credit Financial Assistance Corporation, which is
shown on line 17.

9. Before late 1982, the association obtained financing through the Federal Financing Bank
(FFB) Borrowing excludes that obtained from the FFB, which is shown on line 22.

10. The Financing Corporation, established in August 1987 to recapitahze the Federal
Savings and Loan Insurance Corporation, undertook its first borrowing in October 1987.

11. The Farm Credit Financial Assistance Corporation, estabhished 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 Institutions Reform,
Recovery, and Enforcement Act of 1989, undertook its first borrowing in October 1989.

13. The FFB, which began operations in 1974, is authorized to purchase or sell obligations
issued. sold. or guaranteed by other federal agencies. Because FFB incurs debt solely for the
purpose of lending to other agencies, its debt is not included in the main portion of the table to
avoid double counting.

14. Includes FFB purchases of agency assets and guaranteed loans: the latter are loans
guaranteed by numerous agencies, with the amounts guaranteed by any one agency generally
being small. The Farmers Home Administration entry consists exclusively of agency assets,
whereas the Rural Electrification Administration entry consists of both agency assets and
guaranteed loans
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments

Millions of dollars

1996 1997
Type of issue or issuer, 1994 1995 1996
or use -
Nov. Dec. Jan. Feb. Mar Apr. May fune

1 All issues, new and refunding' .. .................... 153,950 | 145,657 | 171,222 | 14,520 17,431 10,340 12,052 13,701 15,7417 | 15407° | 18,677

By type of issue
2 General obligation . ............... . RPN 54404 56,980 60,409 5,134 4,755 4.160 4,287 5491 6.224 5,725 6.164
3 Revenve ..., ... T . 99,546 88.677 | 110,813 9.386 12,676 6,180 7.765 8,210 9,517 9,682 12,513

By rype of issuer
4 State N C - 19,186 14,665 13.651 1,351 663 728 713 4,037 1,126 1,216 1,197
5 Special district or statutory authority~ 95,896 93,500 | 113,228 9,091 12,315 6,306 8,341 7,206 11,1247 9,596' 13,075
6 Municipality, county, or township 38,868 37,492 44,343 4,078 4,453 3,306 2,998 2,458 3,491 4,595 4,405
7 Issues for mew capital ......... .. ... ... . ... ... ... 105972 | 102,390 | 112,298 8,656 12,311 6,106 8,409 8,736 11,476 9,632 14,799

By use of proceeds
8 Education . . ... i 21.267 23,964 26,851 1.530 2,306 1974 1,924 2,330 3.264 2,844 3498
9 Transportation  ................. R A 10.836 11,890 12,324 1.164 736 808 639 393 1.873 1,225 638
10 Utilities and conservation 10,192 9,618 9,79} 1,102 1.006 749 901 954 425 1,608 1,615
11 Social welfare 20,289 19,566 24,583 1,974 3,294 1,265 1,281 2,644 1,929 1,291 4438
12 Industrial aid 8.161 6,581 6,287 460 1,081 231 431 317 765 462 637
13 Other purposes 35227 30,771 32462 2,426 3.888 1079 3,183 2,098 3,220 2.202 3,964

1. Par amounts of long-term issues based on date of sale. SOURCE. Securities Data Company beginning January 1990: [nvestment Dealer's

2. Includes school districts. Digest before then.

1.46 NEW SECURITY ISSUES U.S. Corporations

Millions of dollars

1996 1997
Type of issue, offering, 1994 1995 1996
or issuer
Oct. Nov. Dec. Jan. Feb Mar, Apr. May
I Allissues'... . ........ . .. ... ... 583,240 n.a. n.a. 60,387 57,937 48,747 57,186 53,027 62,232 44,0147 54,421
2Bonds®..................... e 498,039 573,206 na. 47,498 44,569 39,585 44,027 44,980 54,632 37,9147 46,521
By type of offering
3 Public, domestic ................. ... ... 365,222 408,804 386,280 39,855 38,948 37,108 35,449 35,245 45,886 29,8007 38,047
4 Private placement, domesti . . 76,065 87,492 n.a. n.a. na. n.a. na. na. n.a. n.a. na.
5Soldabroad................... ... 56,755 76,910 74.793 7.643 5,621 2477 8,577 9,735 8.746 8,114" 8474
By industry group
6 Manufacturing ... ... 43,423 61.070 41,959 5.969 2,720 5.096 4.088 4,791 3.060 2,291 2.355
7 Commercial and miscellancous . ......... 40,735 50,689 34,076 5.010 4,282 1,727 4,926 2,004 1,641 6,201" 4,532
8 Transportation ............... [ 6,867 8.430 5,111 436 270 341 366 100 324 257 4,445
9 Public utility 13,322 13,751 8,161 1.067 773 680 858 1,476 1,185 47 653
10 Communication 13,340 22,999 13,320 802 475 628 1,210 405 2,802 500 300
11 Real estate and financial 380,352 416,269 358,446 34,215 36,049 31,113 32,578 36,204 45,619 28617 34,236
12 Stocks® ... 85,155 100,573 n.a. 12,889 13,368 9,162 13,159 8,047 7,779" 6,100 7,900
By type of offering
13 Public preferred. .. ................... .. 12,570 10,917 33,208 3,855 5,656 5,452 8.048 1,510 2.740° 1,952 2.050
14 Common A . 47,828 57.556 83,052 9,034 7.712 3,710 5111 6,537 5.039 4,148" 5.850
15 Private placement’ 24.800 32,100 na. na. n.a. na. n.a. na na. na.
By industry group
16 Manufacturing .................o 17,798 21,545 1,588 1,530 899 943 2,049 1,136" 842 1.647
17 Commercia} and miscellaneous .. . .. 15,713 27,844 n.a. 5,752 3,974 2,922 1,827 3,041 1,923" 1,081 1,890
18 Transportation ........... e - 2,203 804 42 367 54 250 258 o 0 35
19 Public utility . 2,214 1,936 100 210 103 1,847 96 841" 570 200
20 Communication ...... . .- 494 1.077 480 42 23 0 28 0 25 0
21 Real estate and financial....... .......... 46,733 47,367 4,928 7.219 5,161 8,292 2,575 3.879" 3,582 4,129
1. Figures represent gross proceeds of 1ssues maturing in more than one year: they are the 2. Monthly data cover only public offerings.
principal amount or number of units calculated by multiplying by the offering price. Figures 3. Monthly data are not available.
exclude secondary offerings, employee stock plans. investment companies other than closed- SOURCE. Beginning July 1993, Securities Data Company and the Board of Governors of
end, intracorporate transactions, equities sold abroad, and Yankee bonds. Stock data include the Federal Reserve System.

ownership securities issued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Assets’

Millions of dollars

1996 1997
Item 1995 1996
Nov. Dec. Jan. Feb. Mar. Apr. May" June
| Sales of own shares ...................... 871,415 | 1,149,918 87,958 122,792 134,460 102,169 101,390 110,721 103,470 112,807
2 Redemptions of own shares ................... 699,497 853,460 65,949 87,949 96,243 73,871 79,976 100,188 76,337 87,056
3 NetSales . . oot 171918 296,458 22,009 34.843 38,218 28,298 21,413 10,532 27,133 25,752
4 Assetst. 2,067,337 | 2,637,398 | 2,652,884 | 2,637,398 | 2,752,273 | 2,772,715 | 2,700,474 | 2,782,077 | 2,952,609 | 3,067,392
5 Cash® .. 142,572 139,396 146,044 137,973 152,297 153,525 160,570 177.979 182,004 180,464
6 Other ... . ... e 1,924,765 | 2.498,002 | 2,506,840 | 2,499,425 | 2599976 | 2,619,189 | 2.539,906 | 2,604,098 | 2,770,606 | 2,886.928

1. Data on sales and redemptions exclude money market mutal funds but include
limited-maturity municipal bond funds. Data on asset positions exclude both money market
mutual funds and limited-maturity munmicipal bond funds.

2. Includes reinvestment of net income dividends. Excludes reinvestment of capital gains
distributions and share issue of conversions from one fund to another in the same group.

3. Excludes sales and redemptions resulting from transfers of shares into or out of money
market mutual funds within the same fund family

148 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data at seasonally adjusted annual rates

4. Market value at end of period, less current labilities.,

5. Includes all U.S Treasury securities and other short-term debt securities.

SOURCE. Investment Company Institute. Data based on reports of membership, which
comprises substantially all open—end investment companies registered with the Securities and
Exchange Commssion. Data reflect underwritings of newly formed companies after their
initial offering of securities.

1995 1996 1997
Account 1994 1995 1996

Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q!

1 Profits with inventory valuation and
capital consumption adjustment .............. R 554.1 604.8 670.2 580.8 630.0 6283 661.2 672.1 677.3 670.1 712.5
2 Profits before taxes. .................. 531.2 598.9 639.9 589.6 607.2 604.2 6422 644.6 635.6 637.1 668.5
3 Profits-tax liability .. ................. 195.3 2187 2330 214.2 2245 218.7 2334 236.4 2334 228.9 246.2
4 Profits after taxes .. .................. 3359 380.2 406.8 375.3 382.8 385.5 408.8 408.1 402.2 408.2 4223
S Dividends......................... R 211.0 2274 2442 224.6 2285 234.7 2399 2431 2452 248.7 254.2
6 Undistributed profits . ....................... . .. 124.8 152.8 162.6 150.8 154.3 150.8 168.9 165.1 156.9 159.5 168.1
7 Inventory valuation ......................... ... ~13.3 —28.1 -89 —42.3 -93 -838 —174 =110 2.0 -9.2 -4
8 Capital consumption adjustment ......... ............ 362 34.0 39.2 335 32.1 329 36.4 38.6 39.7 422 44.4

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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.51 DOMESTIC FINANCE COMPANIES  Assets and Liabilities'
Billions of dollars, end of period; not seasonally adjusted
1995 1996 1997
Account 1994 1995 1996
Q3 Q4 01 Q2 Q3 Q4 Ql
ASSETS
! Accounts receivable, ngS? ------------ 551.0 614.6 658.3 594.7 614.6 621.8 631.4 642.0 658.3 672.7
2  Consumer . .......... 1348 152.0 154.5 146.2 152.0 151.9 154.6 154.8 154.5 1504
3 Busmess . ... 3376 3759 398.1 3624 3759 380.9 3837 387.0 3981 409.6
4  Realestate . ... ........ 785 86.6 1057 86.1 86.6 891 931 100.2 105.7 112.6
5 LESS: Reserves for unearned income. . ............... 55.0 63.2 594 61.2 63.2 61.5 59.6 589 59.1 583
6 Reserves forlosses...... . ................. 124 14.1 148 13.8 14.1 142 14.1 147 14.8 14.5
7 Accounts recetvable, net 4835 5373 584.4 519.7 5373 546.1 557.7 568.4 584.4 599.9
8 All other 183.4 2107 2425 198.1 210.7 212.8 216.1 226.8 2425 239.7
9 Totalassets . .................. . ... 666.9 748.0 826.9 717.8 748.0 758.9 7738 795.2 826.9 839.6
LIABILITIES AND CAPITAL
W0 Bank loans .. ............ ... 0 oo 21.2 23.1 278 21.8 23 235 26.2 275 27.8 26.2
11 Commercial paper .......... .. . . ....... ..., 184.6 184.5 192.9 178.0 1845 184.8 186.9 1894 192.9 195.4
Debt
12 Owed to parent ................ 510 62.3 79.2 59.0 62.3 62.3 68.4 719 79.2 81.2
13 Not elsewhere classified ........... 235.0 284.7 320.0 272.1 2847 2914 301.3 311.5 3200 3253
14 All other liabilities. . ........... .. . 99.5 106.2 109.1 102.4 106.2 105.7 100.1 102.8 109.1 112.8
15 Capital, surplus, and undivided profits. . .............. 75.7 87.2 979 84.4 872 911 90.9 92.1 97.9 98.7
16 Total liabilities and capital ... ... . . ... .. .. .. 666.9 748.0 826.9 717.8 748.0 758.9 773.8 795.2 826.9 839.6
1. Includes finance company subsidiaries of bank holding companies but not of retailers 2. Betore deduction for unearned income and losses
and banks. Data are amounts carried on the balance sheets of finance companies; securitized
pools are not shown, as they are not on the books.
1.52 DOMESTIC FINANCE COMPANIES Consumer, Real Estate, and Business Credit'
Milhons of dollars, amounts outstanding, end of period
1996 1997
Type of credit 1994 1995 1996
Dec Jan. Feb. Mar. Apr.” May
Seasonally adjusted
PTetal . . oo 615,618 691,616 755,827 755.827 762,305 763,525 767,187 772,083 777,961
2 Consumer.. . ...l 176,085 198,861 213,513 213513 213,504 213,429 209,744 213,707 214,016
3 Real estate? . 78910 87,077 106,300 106,300 108,476 110,841 113,710 115,523 118,067
4 Business..................... 360,624 405,678 436,014 436,014 440,325 439,255 443,734 442 853 445,878
Not scasonally adjusted
STotal . . ...l o0 620,975 697,340 761,756 761,756 763,714 764,717 769,258 774,738 780,271
6 Consumer. . .. 178,999 202,101 216,886 216,386 215,122 213,058 208,604 211,976 212.625
7 Motor vehicles . 61,609 70,061 73,484 73484 73,933 74,337 73,139 70,768 72,068
8  Other consumer” .. .. 73,221 81,988 80,984 80,984 80,927 79,798 77,274 79,158 80,226
9 Securitized motor vehicles 31,897 33,633 35,644 35,644 33,976 33,069 32,101 36,106 34,489
10 Securitizgd other consumer’ 12,272 16,419 26,774 26,774 26,286 25854 26,090 25,944 25,842
11 Real estate” ............ 78,479 86,606 105,728 105,728 108,980 111,265 113,157 115,569 118,067
12 Business. ... 363,497 408,633 439,142 439,142 439,612 440,394 447,497 447,193 449.579
13 Motor vehicley 118,197 133,277 142,009 142,009 145,329 148,334 152,037 150,712 150.098
14 Reta] loans”. . 21,514 25,304 27.868 27,868 28,549 28,629 28,617 27,935 27.982
15 Wholesale loan 35.037 36,427 32.337 32,337 33811 36,259 38.846 37,165 36.013
16 Leases. . 61.646 71.546 81.804 81,804 82.969 83,446 84,574 85612 86.103
17 Equipment . ..... . ... L ... L. 157,953 177.297 184,942 184,942 182,484 181,949 183,155 184,525 185,209
18 Loans’ ...... 49,358 59,109 60,991 60,991 57977 56.785 57.366 57,430 56,503
19 Leases. . .. 108,595 118,188 123,951 123,951 124,507 125,164 125,789 127,095 128,706
20 Other business 61,495 65.363 75110 71,110 71,784 72,718 74434 4,800 75736
21 Securitized busin 25,852 32.696 41,081 41,081 40,015 37,393 37,871 37,156 138,536
2 Retail loans .. 4.494 4,723 5.250 5,250 5.086 4,778 4,470 4,184 5,005
23 Wholesale loans. . 14,826 21,327 24,732 24,732 24,143 21,699 22,247 21,885 22,754
24 Leases.................. 6,532 6,646 11,099 11,099 10,786 10916 11,154 11,087 10,777

I Includes finance company subsidianies of bank holding companies but not of retailers
and banks. Data are before deductions for unearned income and losses Data in this table also
appear in the Board's G.20 (422) monthty statistical release. For ordering address, see inside
front cover.

2. Includes all loans secured by liens on any type of real estate, for example. first and junior
mortgages and home equity loans.

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

4. Qutstanding balances of pools upon which securities have been issued: these balances
are no longer carried on the balance sheets of the loan originator.

5 Passenger car fleets and commercial land vehicles for which licenses are required.

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

7 Beginning with the June 1996 data, retail and wholesale business equipment loans have
been combined and are no longer separately available.

8. Includes loans on commercial accounts receivable, factored commercial accounts, and
receivable dealer capital; small loans used primarily for business or farm purposes; and
wholesale and lease paper for mobile homes, campers, and travel trailers.
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1.53 MORTGAGE MARKETS Mortgages on New Homes
Millions of dollars except as noted
1996 1997
lItem 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May June
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Terms'
I Purchase price (thousands of doltars) . ........... 170.4 175.8 182.4 170.8 1724 166.6 169.2 172.5 177.6 181.4
2 Amount of loan (thousands of dollars). 130.8 134.5 139.2 129.9 133.6 130.9 1321 1348 137.7 140.6
3 Loan-to-price ratio (percent). . . . . 78.8 78.6 78.2 79.3 79.7 80.9 80.8 81.1 80.0 799
4 Maturity (years). ......... 275 27.7 272 275 279 282 28.0 27.8 282 28.0
5 Fees and charges (percent of loan dmoum) ........... 1.29 1.21 1.21 1.0t 1.02 1.03 0.99 1.04 1.00 1.04
Yield (percent per vear)
6 Contract Pl 7.26 7.65 7.56 7.63 7.65 7.61 772 7.86 7.85 7.79
7 Effective rate' 747 7.85 7.77 7.79 7.81 7.78 7.88 3.03 8.01 7.95
8 Contract rate (HUD series)” . . . ...... .......... 8.58 8.05 8.03 791 7.94 7.94 8.25 8.19 8.08 7.82
SECONDARY MARKETS
Yield (percent per year)
9 FHA morigages (Secuon 2030 e 8.68 8.18 8.19 8.06 8.06 8.08 8.55 8.56 8.05 8.02
10 GNMA securities® 796 7.57 7438 733 7.51 7.37 7.69 7.80 7.59 7.37
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortguge holdings (end of period)
11 Total 222057 253.511 287.052 287,052 288,504 288,951 292,115 295,804 297,023 297,471
12 FHA/VA msured 58 28.762 30.592 30,592 30,352 30,119 30,100 30,839 31,437 31,198
13 Conventional ................ 224,749 256,460 256.460 258,152 258,832 262015 264,965 265.586 266,273
14 Mortgage transactions purchased (during period) ....... 62.389 36,598 68.618 6.178 4,128 3,029 5.839 6,683 4,148 3.594
Mortgage commitments (durmg permd}
15 Y 54.033 56,092 65,859 3.991 4,384 4,407 8,299 3.898 1,704 6.196
16 Tosell®. ... L oL L 1.820 360 130 28 7t 0 1 0 23 115
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period®
17 Total .. . ....oooii 72,603 107,424 137.755 138,935 139,925 144,558 147,190 148.698 149,250
18  FHA/VA insured 276 267 220 220 216 213 205 210 210
19 Conventional ......................... ... ... 72416 107.157 137.535 137.535 138.719 139.712 144,350 146.985 148.488 149.040
Mortgage transactions (during pertod)
20 Purchases . ...l o 124,697 98.470 128,566 9,943 9.507 8,204 7,403 8981 8,195 8.884
21 Sales. . ... 117.110 85877 119,702 9,220 9.204 10,271 6,796 8.269 7.596' R.321
22 Mongage commitments contracted (during period)’ . . . . 136.067 118,659 128.995 9.905 9.02) 7.537 7.595 9,746 7,408 9.099

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

2. Includes all fees, commussions, discounts, and “pomnts’” paid (by the borrower or the
seller) to obtan a loan.

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

4. Average contract rate on new commitments for conventional first mortgages; from U.S
Department of Housing and Urban Development ({HUDY Bused on traasactions on the first
day of the subsequent month.

5. Average gross yield on thirty-vear, minimum-downpayment first mortgages insured
by the Federal Housing Administranon (FHA) for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month.

6. Average net yields to mvestors on fully modified pass-through securities backed by
mortgages and guaranteed by the Government National Mortgage Association (GNMA).
assuming prepayment in twelve years on pools of thirty-year mortgages insured by the
Federal Housing Administration or guaranteed by the Department of Veterans Affairs

7. Does not inctude standby commitments issued, but includes standby comuutments
converted.

8 Includes participation loans as well as whole loans.

9 Includes conventional and government-underwnitten loans, The Federal Home Loan
Mortgage Corporation’s mortgage commitments and mortgage transactions mclude activity
under mortgage securities swap programs, whereas the corresponding data for FNMA
exclude swap activity.



1.54 MORTGAGE DEBT OUTSTANDING'

Millions of dollars. end of period

Real Estate A35

1996 1997
Type of holder and property 1993 1994 1995
Ql Q2 Q3 Q4 Qe
T A holders. .. ... ... .. 4,269,331 4,475,550 4,709,386 4,788,889 4,882,718 4,964,129 5,052,167 5,113,053
By tvpe of property
2 One- to four-family residences ................ ... . ... ... 3,232,753 3,436,677 3.633,779 3,700.246 3,775,559 3,848,864 3915412 3,966,770
3 Multifamily residences. .. ... . 270,380 275,301 287,761 292,084 297,543 301,943 310,395 313,285
4 Nonfarm, nonresidential . . . 685,015 680,615 703,226 711,355 723.090 725919 738,301 744,567
S FAMN Lo 81.183 82.957 84.620 85.204 86,526 87,405 88,060 88.432
By type of holder

6 Major financial institgtions ... 1.763,404 1.811.417 1.884.,623 1.897.191 1,919,622 1,945,088 1,967,948 1,979.222
7 Commercial banks” ... . . . 940,595 1,004,322 1,080,366 1.087.207 1,099,643 1112914 1,136,128 1,149,716
8 One- to four-family ... oo o 556,660 611,391 663.614 665,935 670,756 679.217 696,333 705,210
9 Multifamily. . ... 38,657 39.360 43,842 44,700 45368 46,529 47,037 47,904
10 Nonfarm, nonresidential. . . . . . 324413 331,004 349,081 352,641 358,956 362,353 367,875 371,372
11 Farm . 20.866 22,567 23,829 23,931 24,563 24815 24,883 25231
12 Savings institutio . . E . . 598,437 596,191 596,789 602,631 611,735 628,037 628,337 627,212
13 One- to four-fammly ........... . oo 470,000 477,626 482,351 489,634 498219 513.291 513,376 513,903
14 Multifamily. .. ... 67.367 64,343 61,988 60.540 60,680 61,434 61.624 60,718
15 Nonfarm, nonresidential . . 5 . . 60,765 53,933 52,162 52,155 52,522 52,991 53,007 52,255
16 Farm ................ 305 289 288 302 315 320 331 336
17 Life msurance cnmpdmcs 224372 210.904 207,468 207.353 208.244 204,138 203,483 202,293
18 One- to four-family . 8.593 7.018 7316 7.273 7.270 6,190 5.817 5412
19 Multifamily. ......... 25,376 23,902 23,435 23427 23534 23,155 23,082 22,968
20 Nonfarm, nonresidential. . . . . . 180,934 170.421 167,095 167.039 167.800 165,096 164,573 163,765
21 Farm ..o 9.469 9.563 9,622 9.614 9.640 9,697 10.011 10,148
22 Federal and related agencies ............. ... L 327.014 319.327 313,760 312,950 314,694 311,697 309.757 303,591
23 Government National Mortgage Association . 22 6 2 2 2 2 2 6
24 One- to four-family . 15 6 2 2 2 2 2 6
25 Multifamily. . . .. 7 0 0 0 0 0 0 0
26 Farmers Home Admil 41,386 41,781 41,791 41.594 41,547 41,575 41,596 41.485
27 One- to four-family . 15,303 13,826 12,643 12,327 11,982 11,630 11,319 11,311
28 Multifamily. . . 10,940 11,319 11,617 11.636 11,645 11.652 11,685 11.692
29 Nonfarm, nonresidential 5.406 5,670 6,248 6,365 6,552 6.681 6,841 6,969
30 Farm 9,739 10,966 11,282 11,266 11,369 11,613 11,752 11,513
31  Federal Housing and Veterans Administrations 12,215 10,964 9,809 8.439 8.052 6,627 6,244 4,330
32 One- to four-family 5.364 4,753 5,180 4,228 3,861 3.190 3.524 2,335
33 Multifamily. 6,851 6.211 4.629 4,211 4,191 3,438 2,719 1,995
34 Resolution Trus! 17,284 10,428 1,864 0 0 0 0 0
35 One- to four-family . 7,203 5.200 691 0 0 0 0 0
36 Multifamily. . ... ... 5327 2,859 647 0 0 0 0 0
37 Nonfarm, nonre 4.754 2.369 525 0 0 0 0 0
38 ¢ 0 0 0 0 0 0 0 0
39 ns 14,112 7,821 4,303 5.553 5.016 4,025 2431 2217
40 One- to four-family 2,367 1,049 492 839 840 675 365 333
41 Multifamily 1,426 1,595 428 1,099 955 766 413 377
42 Nonfarm, nonr: 10,319 5,177 3,383 3,616 3,221 2.584 1.653 1,508
43 Farm 0 0 0 0 0 0 0 0
44 Federal National Morlgage Association .. ..., 166,642 178.059 183,782 183.531 186,041 185.221 184.445 182,556
45 One- to four-family . . 151,310 162,160 168,122 167.895 170,572 170083 169,765 168,436
46 Multitamily. .. ... 15,332 15.899 15,660 15.636 15,469 15,138 14.680 14,120
47 Federal Land Banks . 28.460 28,555 28.428 28.891 29,362 29.579 29,602 29,668
48 One- to four-fanuly 1,675 1,671 1,673 1,700 1,728 1,740 1,742 1,746
49 26,785 26,885 26,755 27,191 27,634 27,839 27,860 27,922
50 Federal Home Loan Mortgage Corporation . 46,892 41,712 43,781 44,939 44,674 44,668 45,437 43,329
51 One- to four-family ................ . . A 44345 38.882 39,929 40,877 40,477 40,304 40,691 38.301
52 Multifamily. ... 2,547 2.830 3.852 4.062 4,197 4.364 4.746 5,028
53 Mortgage pools or trusts® . ... ... 1.570.666 1.726,833 1,861,864 1,905,515 1,963,909 2,008,229 2,057,873 2,100,674
54  Government National Mortgage 414.066 450.934 472,292 475,829 485,441 497,248 505,977 513,531
55 One- to four-family . . .. 404,864 441,198 461,447 464.650 473,950 485,303 493,795 500,651
56 Multifamily. . ... o . . . 9,202 9,736 10.845 11,179 11,491 11.945 12,182 12,880
57  Federal Home Loan Mortgage Corporation .. 447,147 490,851 515,051 524,327 536,671 545,608 554,260 562,894
38 One- to four-family 442,612 487,725 512,238 521,722 534,238 543,341 551,513 560,369
59 Muluafamily. . ......... 4,535 3,126 2,813 2,605 2,433 2,267 2,747 2,525
60 Federul National Mongqge Association 495,525 530,343 582,959 599,546 621.285 636,362 650,780 663,668
61 One- to four-family . .. 486,804 520,763 569,724 585.527 606,271 619.869 633,210 645,324
62 Multifamily. . ...... 8.721 9,580 13,235 14.019 15014 16,493 17,570 18.344
63  Farmers Home Administration 28 19 11 10 9 7 3 3
64 One- to four-family . S 3 2 1 1 0 0 0
65 Multifamily 0 0 0 0 0 0 0 0
66 Nonfarm, nonres 13 9 5 5 4 4 0 0
67 Farm ... ... ... ... 10 7 4 4 4 3 3 3
68  Private mortgage conduits . 213,901 254,686 291,551 305,803 320,502 329,003 346,853 360,579
69 One- to four-family® 179,730 202,987 222,892 230,221 239,153 244,527 249.700 258,000
70 Muttifamily. . .. .. 8,701 14.925 21,279 24477 26,809 28,141 33,689 35,498
71 Nonfarm, nonresidential. . c 25,469 36,774 47,380 51.104 54,541 56,336 63,464 67.081
72 Farm ..o 0 0 0 0 0 0 0
73 Indwiduals and others’ 608,247 617,972 649.140 673,233 684,404 699,115 716,590 729,565
74 One- to four-family . 455,903 460,419 485,464 507.414 516,239 529.501 544,259 555,434
75 Multitamily. . ...... 65,393 69,615 73492 74,492 75,758 76,622 78,221 79,236
76  Nonfarm, nonresident . . . .. 72,943 75.257 77,346 78,431 79.495 79.874 80,888 81,616
TT 0 OFarm . 14,009 12,681 12,838 12.896 13,002 13,118 13,221 13,280

1. Multifamily debt refers to loans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not loans held by bank trust
departments.

3. Includes savings banks and savings and loan associations.

4. FmHA-guaranteed securities sold to the Federal Financing Bank were reallocated from
FmHA mortgage pools to FmHA mortgage holdings in 1986:Q4 because of accounting
changes by the Farmers Home Administration.

5. Outstanding principal balances of mortgage-backed securities insured or guaranteed by
the agency indicated.

6. Includes securitized home equity loans.

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
finance companies.

SOURCE. Based on data from various institutional and government sources. Separation of
nonfarm mortgage debt by type of property, if not reported directly, and interpolations and
extrapolations, when required for some quarters. are estimated in part by the Federal Reserve.
Line 69 from Inside Mortgage Securities and other sources.
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1.55 CONSUMER CREDIT!

Millions of dollars, amounts outstanding, end of period

1996 1997
Holder and type of credit 1994 1995 1996
Dec. Jan. Feb. Mar. Apr. May
Seasonally adjusted

I Total .. ... . 966,457 1,103,296 1,192,548" 1.192,548° 1,202,445 1,208,693 1,211,364 1,221,137 1,224,088

2 Automobile . ... ol 317,182 350,848 375,182 375.182 375,985 376,041 375,020 379,539 377.820
3 Revolying. .. . 339337 413,894 467,854 467,854 475482 479,701 480,436 485,788 486,510
4 Other”. ... . 309.939 338,554 349.513" 349.513° 350977 352,951 355,908 355810 359,758

Not seasonally adjusted
5Total ... ... L 990,247 1,131,881 1,224,437" 1,224,437° 1,213,628 1,205,398 1,200,117 1,209,463 1,213,611
By major holder

6 Commercial banks................... . 462,923 507,753 529417 529417 525,749 518,914 512,016 517.187 518,547
7 Finance companies . . . . 134,830 152,624 154,468 154.468 154,860 154,135 150,413 149.926 152,294
8 Creditunions . ......................... 119.594 131,939 144,148 144,148 144,432 143,788 144,415 146,265 147,368

9 Savings institutions . .................... 38,468 40,106 44,711 44,711 45,095 45,478 45,860 46.243 46,626
10 Nonfinancial business” .................. 86,621 85,061 79,745 79,745 75,611 72,599 74,500 74.075 74,061
11 Pools of securitized assets™. .............. 147,811 214,398 271,948 271,948 267,881 270,484 272913 275,767 274715

By major type of credit®

12 Automobile ......... ... ..ol 319,715 354,055 378,791 378,791 375577 373,687 371,030 374871 375,024
13 Commercial banks............. .. 141,895 149,094 153,983 153,983 153,013 151,826 150.458 151,260 150,794
14 Finance companies ............ .. 61,609 70,626 73,484 73,484 73933 74,337 73,139 70,768 72,068
15 Pools of securitized assets 36,376 44,411 51,171 51,171 48.473 47,070 46,266 50,670 48,536
16 Revolving. . ........................ . 357.307 435,674 492,367 492,367 483,175 478,353 474,445 478,355 480,088
17 Commercial banks. 182,021 210,298 228,615 228,615 223,184 215,772 207,251 212,492 212,748
I8  Nonfinancial busine: . 56.790 53,525 46,901 46,901 43,900 41813 43,979 43,594 43.394
19 Pools of securitized asse 96,130 147,934 188,712 188,712 187.865 192,332 194,823 193.480 194.736
20 Other .... ... .... . RN 313225 342,152 353279 353.279' 354876 353,358 354.642 356,237 358,499
21 Commercial banks...... . . . ...... 139,007 148,361 146.819" 146.819" 149,552 151,316 154.307 153435 155,005
22 Finance companies . . 73,221 81,908 80,984 80.984 80,927 79.798 77.274 79,158 80,226
23 Nonfinancial business™ . e 29,831 31,536 32,844 32.844 31,711 30,786 30,521 30.481 30,667
24 Pools of securitized assets® .. .. .. R 15,305 22,053 32,065 32.065 31,543 31,082 31,824 31.617 31443

1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 3. Includes retailers and gasoline companies.
extended to individuals. Data in this table also appear m the Board’s G.19 (421) monthly 4. Qutstanding balances of pools upon which securities have been issued; these balances
staustical release. For ordering address, see inside front cover. are no longer carried on the balance sheets of the loan originator.
2. Comprises mobile home loans and all other loans that are not included in automobile or 5. Totals nclude estimates for certain holders for which only consumer credit totals are

revolving credit, such as loans for education, boats, trailers, or vacations. These loans may be available.

secured or unsecured.

1.56 TERMS OF CONSUMER CREDIT!

Percent per year except as noted

1996 1997
ltem 1994 1995 1996
Nov Dec Jan Feb. Mar. Apr May
INTEREST RATES
Commercial banks®
1 48-month new car ...................... 8.12 9.57 9.05 9.03 n.a. na. 8.92 n.a. n.a. 9.20
2 24-month personal . ........... ... 1319 13.94 13.54 13.62 na. na. 13.46 n.a. n.a 13.81
Credit card plan
3 Allaccounts. ... 15.69 16.02 15.63 15.62 na. na. 15.88 na n.a. 15.75
4 Accounts assessed interest 1577 15.79 15.50 15.52 na n.a. 15.13 na. na. 1572
Auwto finance companies
SNewcear. .. ... 979 11.19 9.84 10.31 8.60 717 7.44 8.08 8.56 7.80
6 Usedcar.....o.oooiviii i - 13.49 14.48 13.53 13.56 13.42 12.93 13.08 13.18 13.29 13.48
OTHER TERMS®
Maturity (months)
T Newear . . . . oo e 54.0 54.1 51.6 523 52.3 551 546 535 528 5§32
8 Usedcar........ B 502 522 514 50.3 499 515 S5t S1) 512 51.3
Loan-to-value ratio
9 New car B 92 92 91 90 90 92 92 90 91 93
10 Usedear. ..o . 09 99 100 102 99 99 99 99 99 99
Amount financed (dollars)
13 Newecar............ooooiiii 15.375 16,210 16,987 17,719 17.670 17,090 16,837 17,198 17.620 18,060
12 Usedcar. . ..o 10.709 11.590 12,182 12,393 12,492 12,362 12,202 12,194 12,195 12,261
1. The Board’s series on amounts of credit covers most short- and intermediate-term credit 2. Data are available for only the second month of each quarter.
extended to individuals. Data in this table also appear n the Board’s G.19 (421) monthly 3. At auto finance companies.

statistical release. For ordering address, see inside front cover.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'
Billions of dollars; quarterly data at seasonally adjusted annual rates
1995 1996 1997
Transaction category or sector 1992 1993 1994 1995 1996
Q3 Q4 Q1 ‘ Q2 ‘ Q3 ‘ Q4 Ql
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors. .. .| 545.6 628.8 621.6 719.7 751.8 5711 590.2 886.1 715.0 712.7 693.2 762.9
By sector and instrument
304.0 256.1 1559 144.4 145.0 86.0 59.3 239.9 62.4 161.3 116.5 93.7
3 3038 248.3 155.7 142.9 146.6 85.6 54.1 2422 60.2 164.4 119.8 952
4 Budget agency securities and mortgages. . ............. 2 7.8 2 1.5 -1.6 4 5. -23 22 -3.1 -3.3 -14
S Nonfederal. . ... ... ... .. i 241.6 3727 465.8 575.3 606.7 485.1 5309 646.3 652.6 551.4 576.7 669.1
By instrument
6 Commercial paper. ............ ..o 8.6 10.0 214 18.1 -9 18.1 14.1 303 11.0 -16.1 —29.0 13.1
7 Municipal securities and loans . . 30.5 74.8 —293 ~44.2 1.5 -107.2 | ~126 —18.9 3717 -76.2 63.5 26.8
8  Corporate bonds . ............ 67.6 752 233 73.3 725 59.8 82.0 60.9 715 67.8 89.9 79.4
9 Bankloansnec.............. -13.7 36 732 99.5 70.2 75.0 779 40.6 75.0 134.3 31.0 1384
10 Other loans and advances 10.1 ~9.4 544 59.0 388 352 61.0 329 26.8 794 16.2 349
11 Mortgages.................. 133.5 157.0 196.4 2280 3314 247.7 191.0 3779 3394 268.0 340.2 296.4
12 Home............. 190.3 186.4 203.9 197.1 281.6 219.2 1614 3335 276.1 248.4 268.5 2743
13 Multifamily residential -10.7 =59 1.7 10.5 18.9 11.6 133 147 18.3 134 29.1 6.3
14 Commercial . —47.5 -239 —11.0 18.7 274 14.8 152 274 39.7 2.7 399 143
15 Farm ........ 1.4 5 1.8 1.7 3.4 2.2 1.1 23 5.3 3.5 2.6 1.5
16 Consumer credit ... ........ ..o 5.0 61.5 126.3 141.6 932 156.4 117.5 1225 912 94.2 65.0 80.2
By borrowing sector
17 Household................... ... ... ... 201.0 256.5 3724 381.9 403.4 4138 334.6 4735 4203 372.1 347.7 3914
Nonfinancial busincss .. 195 539 133.2 2324 190.5 172.5 207.0 176.4 187.8 2409 156.8 2375
34.1 47.7 118.5 197.0 146.4 133.8 174.9 1309 148.3 211.8 94.6 189.2
—16.0 4.2 119 337 40.8 352 33.1 45.5 324 30.2 55.0 48.8
1.3 2.0 2.8 1.6 33 35 -1.0 .1 7.1 -1.2 7.2 -4
211 62.3 -39.8 -390 129 | —101.3 | —10.8 -3.6 44.4 -61.6 722 40.3
237 70.4 ~153 69.5 674 88.3 76.9 49.1 36.6 106.0 77.8 29.0
5.2 -9.0 | -273 13.6 10.9 237 -39 -85 9.5 38.6 3.8 133
16.8 829 122 48.3 46.8 55.2 727 47.9 11.1 59.7 68.4 17.3
23 7 1.4 85 9.1 8.2 11.9 8.7 15.1 4.7 7.8 -6
-6 —4.2 -1.6 -8 7 13 -39 1.1 7 31 =22 -9
569.3 699.3 606.4 789.1 819.1 6594 | 667.1 935.3 751.5 818.7 7710 791.9
Financial sectors
29 Total net borrowing by financial sectors . ......... ... .. 240.0 291.3 467.7 472 531.2 506.3 574.3 330.9 689.3 497.2 607.2 332.8
By instrument
30 Federal government-related 155.8 165.3 287.5 204.1 2311 2277 305.5 137.8 296.0 2404 250.0 1124
31 Government-sponsored enterprise securiti 40.3 80.6 176.9 105.9 90.4 1015 132.1 314 1269 80.0 1233 10.7
32 Mortgage pool securities. .. ........ .| 1156 84.7 1154 98.2 140.7 1262 173.4 106.5 169.1 160.4 126.8 101.8
33 Loans from US. government . ...................... 0 0 -4.8 0 0 0 K4 0 0 0 Q0 0
34 PrVAE. ..o e 84.2 126.0 180.2 243.1 300.1 278.6 268.8 193.1 3933 256.8 357.2 220.3
35 Open market paper . -7 —6.2 41.6 42.6 92.7 437 55.1 17.8 105.7 85.2 162.0 177.1
36  Corporate bonds . .. 82.7 119.2 118.4 185.6 154.3 217.3 175.1 147.6 204.7 120.7 144.1 45.7
37 Bank loans nec....... 22 ~13.0 | -123 5.6 14.5 8.2 -1.2 254 235 4.1 5.0 -24
38  Other loans and advances ~.6 224 226 34 272 4.9 320 -5.5 48.6 339 31.8 —16.1
39 MOMEAZES . ..ottt e 6 3.6 9.8 59 i1.4 45 7.7 7.7 10.8 12.9 14.3 16.0
By borrowing sector
40 Commercial banking. ............................... 10.0 13.4 20.1 225 116 389 -9.7 ~325 40.1 15.7 232 19.3
41 Savings institutions . . . =70 1.3 12.8 2.6 26.0 5.1 31.5 11.0 42.1 26.4 24.7 —14.6
42 Credit unions ........ .0 2 2 -1 . B 0 -1 -2 3 3 -2
43 Life insurance companies .. ... ... 0 2 3 —.1 Il - -4 25 3 -4 2.0 .8
44 Government-sponsored enterprises . 40.2 80.6 172.1 105.9 90.4 101.5 132.1 314 126.9 80.0 123.3 10.7
45 Federally related mortgage pools ..................... 115.6 84.7 1154 982 140.7 126.2 1734 106.5 169.1 160.4 126.8 101.8
46 TIssuers of asset-backed securities (ABSs) ................ 58.5 82.4 69.5 133.2 130.2 164.8 187.5 137.1 131.1 101.8 150.6 52.6
47 Finance companies ............... —1.6 2 50.2 51.6 484 19.8 54.3 47.1 68.4 56.9 21.1 43.0
48 Mortgage companies . ......... 8.0 0 —11.5 4 9.9 4.0 -10.0 20.0 16.0 1.6 1.8 -2.6
49 Real estate investment trusts (REITs) 3 34 13.7 6.0 12.8 4.5 8.3 8.2 11.5 13.7 17.7 18.9
50 Brokers and dealers. . ........... . 2.7 12.0 3 ~5.0 -2.0 2.1 7.7 —31.8 13.2 5.7 4.9 -29
51 Funding corporations. . .. .............. ... 13.2 29 242 320 62.1 394 -4 31.6 70.9 35.0 110.9 106.1
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS'—Continued

1995 1996 1997
Transaction category or sector 1992 1993 1994 1995 1996
Q3 Q4 Q1 Q2 Q3 Q4 Ql
All sectors
52 Total net borrowing, all sectors. .............. ..... 809.3 990.6 1,074.1 | 1,236.3 | 1,350.3 | 1,165.7 | 1,241.4 | 1,266.2 | 1,440.8 | 1,3159 | 1,378.2 | 1,124.7
53 Openmarketpaper ........................ . . ... 13.1 =5.1 35.7 74.3 102.6 855 65.3 39.6 126.3 107.6 136.8 203.4
54 U.S. government securities . 459.8 421.4 448.1 3485 376.1 313.7 364.8 377.7 3584 401.7 366.5 206.2
55 Municipal securities. ... ... 30.5 74.8 —293 —442 1.5 —107.2 —12.6 —189 37.7 —-76.2 63.5 26.8
56 Corporate and foreign bonds 167.1 277.3 153.9 307.2 273.6 3322 3299 256.4 2874 248.2 3024 142.4
57 Bank loansnec... ... -93 -8.6 62.3 113.5 93.8 914 88.6 74.7 113.6 143.1 438 1354
58 Other loans and advances e 8.9 8.7 70.7 61.6 66.7 41.3 89.1 28.6 76.1 116.5 45.8 17.9
59 Mortgages ... .0 Lo i 134.1 160.6 206.2 2338 3428 2522 198.7 385.6 350.1 2809 3545 3124
60 Consumer credit. ... 5.0 61.5 1263 141.6 932 156.4 1175 1225 9.2 942 65.0 80.2
Funds raised through mutual funds and corporate equities
6] Total netissues.................... . . . ........ 3125 453.9 153.0 156.3 240.1 197.1 228.6 306.3 396.7 91.9 165.4 184.3
62 Corporate equities .. ................. ... ... 1034 130.1 24.1 -17.7 -185 —49 -159 25 53.0 | —1063 -23.2 —54.5
63 Nonfinancial corporations . 27.0 21.3 —449 —73.8 —81.2 —-92.8 =712 —-924 —272 | —1388 | -664 —84.8
64  Foreign shares purchased by U.S. residents 324 634 48.1 50.7 57.8 88.2 574 89.8 69.7 321 39.5 473
65  Financial corporations................... o 44.0 454 20.9 55 4.9 —.3 —-2.2 5.1 105 S 37 —-17.0
66 Mutual fund shares ............. ... . ... ... ... 209.1 3237 128.9 173.9 258.6 202.0 244.5 303.8 3437 198.2 188.6 238.8

1. Data in this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables

F.2 through F.4. For ordering address, see inside front cover.
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1.58 SUMMARY OF FINANCIAL TRANSACTIONS!

Billions of dollars except as noted; quarterly data at seasonally adjusted annual rates

1995 1996 1997
Transaction category or sector 1992 1993 1994 1995 1996
Q3 Q4 Ql Q2 Q3 Q4 Ql
NET LENDING IN CREDIT MARKETS?
| Total net lending in credit markets .............. ... 809.3 990.6 | 1,074.1 | 1,236.3 | 1,350.3 | 1,165.7 | 1,241.4 | 1,266.2 | 1,440.8 | 1,3159 | 1,378.2 | 1,124.7
2 Domestic nonfederal nonfinancial sectors .............. 1154 76.0 2528 | -985s 6 —824 | —189.9( —780 330.1 | —179.9 | —69.9 | —1138
3 Household . N 86.0 353 289.9 -19.1 18.1 84.6 =936 —1211 310.5 —74.7 —424 | —1878
4 Nonfinancial corporate business - 278 9.1 17.7 -24 183 —388 -12.9 40.4 399 148 [ -218 81.1
5  Nonfarm noncorporate business .. .. .. -1 -1.1 2 3 4 3 3 4 4 4 4 5
6  State and local governments. .. .. ... . .. 1.7 326 -550 ~774 =362 —1285 -83.7 2.4 -208 | —1204 -6.2 -1.6
7 Federal government ....... .. -11.9 —18.4 -24.2 -21.5 -21.9 —243 —24.4 -20.7 -152 —264 =251 ~18.7
8 Rest of the world 98.4 129.3 132.3 272.7 405.6 361.0 157.6 341.1 268.2 484.4 5285 360.3
9 Financial sectors . . ... 607.4 803.7 7132 1,083.7 966.0 911.3 | 1,298.0 | 1.023.8 857.7 | 1,037.8 944.8 896.8
10 Monetary authority . .. 279 36.2 315 12.7 12.3 —4.1 19.7 16.9 9.4 19.3 3.6 375
11 Commercial banking . . - 95.3 1422 1634 265.9 187.9 2448 166.2 121.7 190.2 202.0 237.7 310.3
12 U.S.-chartered banks .... . ......... 69.5 149.6 148.1 186.5 119.7 227.0 118.1 80.5 125.5 123.6 149.2 210.0
13 Foreign banking offices in United States 16.5 -9.8 11.2 754 63.3 256 36.1 442 57.5 729 78.5 92.1
14 Bank holding companies........... ... 5.6 0 9 -3 39 -9.6 4.6 -51 54 48 10.6 2.2
15 Banks in U.S.-affiliated areas .. 37 24 33 4.2 1.0 1.8 74 21 1.7 7 -6 6.0
16  Savings institutions -79.0 -233 6.7 -7.5 19.9 322 -68.4 34.1 40.5 537 | —48.8 -10.0
17 Creditunions............ 17.7 217 28.1 16.2 25.5 11.0 19.5 22.1 348 20.3 248 154
18  Bank personal trusts and estates 8.0 9.5 7.1 —18.38 39 —237 =202 =35 42 7.8 7.2 8.2
19 Life insurance companies . . . .. 79.5 100.9 66.7 99.2 59.7 73.1 53.1 48.7 2.5 120.1 67.6 56.1
20 Other insurance companies. . . .. 6.7 277 249 21.5 244 21.9 223 236 237 249 253 262
21 Private pension funds ........... .. .. 375 49.5 47.7 63.1 46.6 59.9 81.3 69.5 45.4 419 295 57.6
22 State and local government retirement funds o 59 21.1 30.7 22.7 345 2.6 20.2 62.1 50.6 8.0 17.3 -2.8
23 Money market mutual funds....... .. . 4.7 204 300 86.5 88.8 30.0 125.1 175.0 18.4 88.5 734 77.1
24 Mutual funds .. ... e - 126.2 159.5 =71 52.5 489 58.0 141.9 818 54.] 383 21.5 37.9
25  Closed-end funds N 18.2 14.4 -33 133 93 16.7 13.2 10.9 98 9.0 75 6.7
26 Government-sponsored enterprises - . 68.8 88.6 120.6 87.9 93.8 50.0 186.5 334 122.2 82.1 137.5 632
27  Federally related mortgage pools ........ .. 1156 84.7 1154 98.2 140.7 126.2 1734 106.5 169.1 160.4 1268 1018
28 Asset-backed securities issuers (ABSs) . . 537 799 628 113.0 105.2 154.4 141.4 117.3 1209 75.1 107.3 276
29  Finance companies ........ . ..... .. 75 —9.0 68.2 64.2 43.1 50.8 537 409 41.3 55.9 343 723
30  Mortgage companies ....... . Nt O -240 -34 8.2 73 -36.4 51.8 -26.8 34 4.1 -5.0
31 Real estate investment trusts (REITs) 1.1 .6 4.7 22 3.0 1.8 34 34 34 34 2.0 2.0
32 Brokers and dealers.............. . ~-13 14.8 —44.2 90.1 =171 —52 1893 [ ~109.0 -72.0 3535 71.0 -11.8
33 Fundmg corporations ........ ... .. ... ... 133 —356 —-16.7 43 275 37 12.8 116.7 15.9 -11.9 -10.9 26.6
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Net flows through credit markets .. .......... ... . £09.3 990.6 | 1,074.1 | 1,236.3 | 1,350.3 | L.165.7 | 1,241.4 | 1,266.2 | 1,440.8 | 1,315.9 | 1,378.2 | (,124.7
Orther financial sources
35 Official foreign exchange ........................... ~16 8 -5.8 8.8 -6.3 9.0 -19 -9 161 -266 71 222
36 Special drawing rights certificates -2.0 0 0 22 -5 8.6 0 0 0 -18 0 =21
37 Treasury currency .............. 2 4 7 6 0 8 0 Q0 0 23 -23 4
38 Foreign deposits. . ... ... -35 —185 54.0 335 47.7 -29.5 18.2 85.0 9 1132 -85 59.4
39 Net interbank transactions 49.4 50.5 89.8 9.9 -527 —13.1 80.9 —90.4 -543 | —1130 47.0 | —1263
40 Checkable deposits and currency . 1n3s 117.3 —9.7 —12.8 160 | —113.1 —69.3 433 4.5 107.1 -91.% 123.4
41 Small time and savings deposits N -57.2 -=70.3 —40.0 96.5 97.0 145.6 1149 212.5 —-46 84.6 95.6 170.8
42 Large time deposits. . ... L ~732 | -235 19.6 65.6 | 1139 80.2 -9 55.1 83.5 1825 | 1344 5.8
43 Money market fund shares .. ... e 4.5 20.2 433 1423 145.8 122.9 1511 244.0 4.1 1474 187.7 201.8
44 Security repurchase agreements .................. i 431 712 783 110.7 38.6 92,6 622 | ~193 1179 | -294 85.3 30.7
45 Corporate equities ......... . . 103.4 130.1 24.1 —177 —185 -4.9 -159 2.5 530 | —1063 —232 —54.5
46 Mutual fund shares . o 209.1 3237 128.9 1739 258.6 202.0 244.5 303.8 3437 198.2 188.6 238.8
47 Trade payables 46.6 524 91.0 102.5 74.3 147.0 98.7 62.3 1374 =72 104.9 713
48 Security credit . ... .. 4.6 61.4 -.1 26.7 52.4 32.1 50.1 120.6 =377 —43 131.1 1034
49 Life insurance reserves 28.0 36.0 345 449 40.0 33.1 383 19.0 325 56.6 51.8 585
50 Pension fund reserves . 2338 259.1 257.7 247.6 274.7 250.8 196.2 260.9 2383 291.1 308.5 290.9
51 Taxes payable ................... .. 9.7 52 3.2 1.3 2.6 34 -102 5.6 6.6 -12 —.6 —8.2
52 Investment in bank personal trusts .. .. . -7.1 9 178 | ~49.7 12.5 ~65.8 —39.2 -6 1.8 19.2 19.8 235
53 Noncorporate proprietors” equity .. ... . .. . 299 355 279 335 257 364 29.8 26.0 148 432 i8.8 322
54 Miscellaneous . ... oo L0 L 267.8 363.9 290.2 564.0 500.8 510.2 899.1 596.8 329.6 424.6 6523 660.2
55 Total financial sources. ..... . . .. . ............ 1,808.3 | 2,407.0 | 2,179.5 | 2,820.6 | 2,972.9 | 2,613.9 | 3,087.9 | 3,192.3 | 2,724.3 | 2,696.0 | 3,279.2 | 3,0285
Liabilities not identified as assets (—)
56 Treasury currency ............... .. -2 -2 -2 -5 -1.0 -3 -1.0 =11 -1.0 1.3 -3.1 -3
57 Foreign deposits. . . .. -2.8 =7.0 44.0 26.7 29.7 -56.0 19.3 62.7 313 88.6 —639 41.6
58 Net interbank liabilities. . -49 42 -2.7 =31 -34 12.3 -23.6 10.9 -269 -92 11.6 269
59 Security repurchase agreements o 4.7 46.1 57.3 551 28.9 757 309 272 1151 | ~1i2.0 85.2 —70.1
60 Taxes payable ................ . 1.9 11.1 8.6 8.7 3.7 10.3 2.2 -23.2 249 9.9 32 —342
61 Miscellaneous ........... ... .. ... L.l -379| —1471| —-139.2 -43 —71.0 —45.1 2463 | —147.1 | -2175 —62.4 143.0 —28.5
Floats not included in assets (—)
62 Federal government checkable deposits ... ....... N -1.5 -4.8 -6.0 5 38 -138 8.6 —10.5 28.0 —242 -39
63 Other checkable deposits 1.6 -1.3 —2.8 -38 -4.0 -32 —4.7 -38 —-42 —4.0 -4.0 —4.1
64 Trade credit ......... 11.3 —4.0 83 =273 -32.0 —433 | —-1493 45.1 26.6 —98.6 | —101.0 -8
65 Total identified to sectors as assets . . ................ 1,824.0 | 2,506.8 | 2,211.1 | 2,775.0 | 3,021.6 | 2,659.7 | 2,981.6 | 3,212.9 | 2,786.6 | 2,854.5 | 3,232.3 | 3,101.9
1. Data 1n this table also appear in the Board’s Z.1 (780) quarterly statistical release, tables 2. Excludes corporate equities and mutual fund shares.

F.1 and F5 For ordering address, see inside front cover.
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1.59 SUMMARY OF CREDIT MARKET DEBT QUTSTANDING'

Billions of dollars, end of period

1995 1996 1997

Transaction category or sector 1993 1994 1995 1996
Q Q4 Q Q2 Q3 Q4 Q!

Nonfinancial sectors

| Total credit market debt owed by

domestic nonfinancial sectors ....... .. .. 12,538.8 | 13,166.6 | 13,886.3 | 14,638.1 | 13,702.9 | 13,886.3 | 14,084.8 | 14,2373 | 144245 | 14,638.1 | 14,808.2

By sector and instrument
2 Federal government ...... . ....... ... 3.336.5 34923 3.636.7 3,781.8 3,603 4 3,636.7 37172 3,693.8 3,733.1 3.781.8 3.829.8
3 Treasury secunties . cee s 3.309.9 3.465.6 3,608.5 3.755.1 3,576.5 3,608.5 3.689.6 3,665.5 3.705.7 3.755.1 3.803.5
4 Budget agency securmes and morlgazes N 26.6 26.7 282 26.6 269 282 27.6 28.2 274 26.6 26.3

5 Nonfederal ............................... 9,202.3 9.6743 | 10,2496 | 10.856.3 10,099.5 10,249.6 | 10,367.6 | 10,543.5 10.691.4 | 10,856.3 10,978.4

By instrument

6  Commercial paper .... ........ . .... .. 1178 139.2 1574 156.4 163.3 157.4 174.2 181.7 173.0 156.4 168.7
7 Municipal securities and loans . . ... .. 1.377.5 1.3482 1,304.0 1,305.5 1,308.2 1,304.0 1,300.8 1,306.8 1,290.6 1.305.5 1,314.2
8  Corporate bonds........... 1.229.7 1,253.0 1,326.3 1,398.8 1,305.8 1,326.3 1,341.5 1,359.4 1,376.4 1,398.8 1.418.7
9  Bank loans nec. ... . . 675.9 749.0 8484 918.6 8243 848.4 856.4 8784 906.3 918.6 953.1
10 Other loans and advances . .. e 677.1 737.8 796.8 835.6 782.1 796.8 809.3 8157 831.8 835.6 848.7
1l . S 4,260.4 4,456.8 4,684.8 5,016.2 4,637.6 4,684 8 4,762.4 4.853.5 49317 5.016.2 5.073.0
12 .. 32328 34367 3.633.8 39154 3,594.0 3,6338 3.700.2 3,775.6 3,848.9 39154 3.966.8
13 Multifamily residential . . 2674 269.1 2796 2985 276.3 279.6 283.3 287.9 291.2 298.5 300.1
t4 Commercial . 679.0 668.1 686.8 7142 683.0 686.8 693.6 703.5 704.2 714.2 717.8
15 Farm .. ...... . . 81.2 83.0 84.6 88.1 84.4 84.6 85.2 86.5 874 88.1 88.4
16 Consumer credit 863.9 990.2 1.131.9 12251 1.078.2 1.131.9 1.123.0 1,147.9 1,181.6 1.225.1 1.202.0
By borrowing sector
17 Household.............................. 4.287.0 4,659.0 5,040.9 54443 4.932.1 50409 5,103.4 5216.2 5,329.0 5,444.3 54828
18  Nonfinancial business . 3,757.1 3,896.9 4,1293 43197 4,084.3 4,1293 4,184.2 4,239.6 4,287.3 4,319.7 43913
19 Corporate ........... . . 2495.7 2,620.8 28178 2,964.2 2,779.6 2,817.8 2,863.9 2,906.1 29459 2,964.2 3.026.3
20 Nonfarm noncorporate . . . . . . . 1.123.1 1,135.0 1.168.7 1.209.5 1.159.9 1,168.7 1,180.0 1,188.2 1.195.2 1.209.5 1.221.6
21 Farm ............ . . £38.3 4101 142.7 146.0 1448 1427 140.3 145.3 146.2 146.0 143.5
22 State and local government . .. 1.158.2 1,118.4 1.079.4 1,092.3 1.083.1 1,079.4 1,080.0 1.087.7 1.075.1 1,092.3 1,104.3
23 Foreign credit market debt held in
United States. ..... . .......... ..... 385.6 370.4 439.9 507.2 419.8 439.9 450.8 459.6 487.1 507.2 513.3
24 Commercial paper ... ......... S 68.7 414 550 65.8 55.8 550 515 534 64.8 65.8 67.9
25 Bonds ..... ..... . . 230.1 242.3 290.6 337.3 2724 290.6 302.5 305.3 320.2 337.3 341.7
26 Bank loans nec. ........... 24.6 26.1 34.6 437 316 34.6 36.8 40.5 41.7 437 43.5
27 Other loans and advances 62.1 60.6 597 60.4 60.0 59.7 60.0 60.4 60.4 60.4 60.3
28 Total credit market debt owed by nonfinancial
sectors, domestic and foreign .. ... ....... 12,9243 | 13.537.0 | 14,326.2 | 15,1453 | 14,122.7 | 14,326.2 | 14,535.6 | 14,696.9 | 14,911.6 | 151453 | 15,3215

Financial sectors

29 Total credit market debt owed by
financial sectors. . ................... ... 3,321.7 3,794.6 4,244.4 4,775.6 4,096.3 4,244.4 4,325.4 4497.8 4,619.7 4,775.6 4,857.9

By instrument

30 Federal govermment-related . ... ............... 1.885.2 2,172.7 2,376.8 2,607.9 2,300.1 2,376.8 2,414.1 24895 25453 2,607.9 2,619.7
31 Govemment-sponsored enterprise securities ... ... 237 700.6 806.5 896.9 7735 806.5 8144 846.1 866.1 896.9 899.6
32 Mortgage pool securities ... .......... .. 1.356.8 14721 1,570.3 1,711.0 1,526.6 1,570.3 1.599.7 1,643.4 1,679.2 1,711.0 1,740.1
33 Loans from US. government . . . .. 4.8 0 .0 0 .0 0 0 .0 0 .0 0
34 Private ... .. 1.4364 1.621.9 1,867.6 2.167.7 1,796.2 1,867.6 19114 2,008.3 2,0744 2,167.7 22182
35  Open market paper .. ... P . 393.5 4428 438.0 580.7 473.6 488.0 491.9 518.5 539.6 580.7 624.5
36  Corporate bonds . o 857.6 973.5 1.159.1 1,313.4 L1126 1,159.1 11927 1,242.4 1,274.8 1,313.4 1.321.2
37  Bank loans nec. 67.6 553 60.9 75.4 60.3 60.9 66.7 724 733 754 743
38  Other loans and advanoes B 108.9 131.6 1350 162.2 127.0 135.0 133.6 145.8 1542 162.2 158.2
39 MOMgages. . .........iiiiiiii 8.9 18.7 246 36.0 227 24.6 26.5 292 324 36.0 400
By borrowing sector
40 Commercial banks. . ... ... . ... . ..., B 84.6 94.5 102.6 112.2 102.0 102.6 100.5 103.6 106.7 1122 1145
41 Bank holding companies . . . 1234 133.6 148.0 150.0 150.3 148.0 141.4 148.4 149.1 150.0 152.0
42 Savings institutions . . . .. 99.6 1124 115.0 1411 107.2 115.0 117.8 1283 1349 141. 1 1374
43 Credit unions .. ....... 2 5 4 4 4 4 4 3 4 4
44 Life insurance companies . . . .. 2 K] 5 1.6 6 5 1.1 1.2 1.1 1. 6 1.8
45 Government-sponsored enterprises . 5285 700.6 806.5 896.9 7735 806.5 8144 846.1 866.1 896.9 899.6
46 Federally related mortgage pools .. 13568 1.472.1 1.570.3 L7110 1.526.6 1.570.3 1,599.7 1,643.4 1.679.2 1711.0 1,740.1
47 Issuers of asset-backed securitie: (ABS RN 486.7 556.2 689.4 819.6 639.8 689.4 720.3 751.7 779.3 819.6 820.1
48 Brokersand dealers. . ..., ... ... . 337 343 293 27.3 274 29.3 21.4 24.6 26.1 273 26.6
49 Finance companies . . . 390.5 4407 492.3 540.7 471.9 492.3 499.8 5144 5284 540.7 546.9
50 Mortgage companies 30.2 18.7 19.1 290 21.6 19.1 24.1 28.1 28.5 29.0 28.3
51 Real estate invesament trusts (REITSs) . S 17.4 311 37.1 49.9 350 371 39.1 42.0 45.4 49.9 54.6
52 Funding corporations. .. ... 2o L 169.9 1993 2339 296.0 2399 2339 2456 265.6 2745 296.0 326.6
All sectors
53 Total credit market debt, domestic and foreign. . .. | 16,246.0 | 17,331.7 | 18,570.6 | 19,9209 | 18,219.0 18,570.6 | 18,861.0 | 19,194.7 | 19,531.3 | 19,920.9 | 20,1794
54 Openmarketpaper . ......................... 580.0 623.5 700.4 803.0 692.7 700.4 717.6 753.6 777.4 803.0 861.1
55 U.S. government securities coae| 52169 5,665.0 6.013.6 6,389.7 5.903.5 6,013.6 6,131.3 6,183.2 6,278.4 6,389.7 6.469.4
56 Municipal securities. . . e 1.377.5 1,348.2 1,304.0 1,305.5 1,308.2 1,304.0 1,300.8 1.306.8 1.290.6 1.305.5 1.3142
57 Corporate and foreign bonds ... ..... O 23174 2,468.8 2.776.0 3,049.6 2,690.8 2,776.0 2,836.7 2,907.1 29714 3,04%.6 3,081.6
58 Bank loansnec........... . .. 768.0 8304 943.9 1,037.7 916.2 943.9 959.9 991.4 1,021.3 1,037.7 1,070.9
59 Other loans and advances . . 8529 929.9 991.5 1.058.2 969.1 991.5 1,002.9 1,021.8 1,046.5 1,058.2 1.067.2
60 Mortgages. .. ......... . s 4,269.3 4,475.6 4,709.4 5,052.2 4,660.3 4,709.4 4,788.9 4,882.7 4.964.1 5,052.2 5.113.1
61 Consumer credit . ... ... ............ P 863.9 990.2 1.131.9 1.225.1 1,078.2 1.131.9 1,123.0 1,1479 1.181.6 1,225.1 1.202.0

1. Data in this table also appear m the Board’s Z.1 (780) quarterly statistical release, tables
L.2 through L.4. For ordering address. see inside front cover.



Flow of Funds A4l
1.60 SUMMARY OF FINANCIAL ASSETS AND LIABILITIES'
Bilhons of dollars except as noted, end of period
1995 1996 1997
Transaction category or sector 1993 1994 1995 1996
Q3 Q4 Ql Q2 Q3 Q4 Q
CREDIT MARKET DEBT QUTSTANDING?
| Total credit market assets ... ... ... . .. ... ..., 16,246.0 | 17,331.7 | 18,570.6 | 19,9209 | 18,219.0 | 18,570.6 | 18,861.0 | 19,194.7 | 19,531.3 | 19,9209 | 20,1794
2 Domestic nonfederal nonfinancial sectors ..., .. 2,786.5 3,069.6 2,359 2.963.1 2,989.6 29359 2.891.1 2,972.5 2,949.2 2.963.1 29112
3 Household . ... . . ...... T 1.693.0 2.013.3 1.959.1 2.003.8 2,005.5 1.959.1 1.928.1 1,999.9 2,002.4 2.003.8 19588
4 Nonfinancial corporﬂtc business ..... . . .. 2715 289.2 286.8 305.1 2738 286.8 273.6 2857 2916 305.1 3013
5 Nonfarm noncorporate business — ......... 370 372 7.5 379 37.4 375 376 377 378 379 38.0
6  State and local governments . . . | 7849 729.9 652.5 616.3 672.9 652.5 651.8 649.1 6174 616.3 613.0
7 Federal government - 2317 207.5 186.1 164.2 192.2 186.1 180.8 177.0 170.5 164.2 159.5
8 Rest of the world 1,147.8 1,254.7 1.561.8 1,967.3 1.493.4 1.561.8 1,653.6 1,718.2 1,840.6 1,967.3 2,063.8
9 Financial sectors. . . ... A 12,080.0 | 12,799.8 | 13,8869 | 14,826.2| 13.543.9 | 13,886.9 | 14,1355 | 14,3269 | 14,571.0 | 14,826.2 | 15,045.0
10 Monetary authority. .......... 336.7 368.2 380.8 393.1 370.6 380.8 379.6 3863 386.2 393.1 397.1
11 Commercial banking ....... 3.090.8 32543 3,520.1 3.708.0| 34732 3.520.1 3,541.6 3,590.8 3,643.3 3,708.0 377838
12 U.S.-chartered banks. 2,721 2,869.6 3.056.1 31759 3,023.7 3.056.1 3.068.8 3,100.3 31353 3,1759 3,220.9
13 Foreign banking offices in United States 3260 337.1 412.6 475.8 401.1 412.6 4222 4371 4542 4758 499.5
14 Bank holding companies .. .. .. e 17.5 18.4 18.0 22.0 169 18.0 16.8 18.1 19.3 220 225
15 Banks in U.S.-affiliated areas.  ......... 258 29.2 334 344 315 334 339 343 4.5 344 359
16 Savings institutions . . 914.1 90208 9133 9332 930.4 9133 921.8 932.0 945.4 9332 930.7
17 Credit unions ... e 2187 246.8 2630 288.5 258.5 263.0 267.0 276.9 282.6 288.5 290.9
18  Bank personal trusts and estates . .. 2409 248.0 229.2 2331 234.2 229.2 2283 2294 231.3 233.1 2352
19 Lite insurance companies .... .. 14160 1,482.6 1,581.8 1,641.5 1,571.2 1,581.8 1.596.2 1,596.7 1,627.0 1.641.5 1,657.6
20 Other insurance companie 422.7 446.4 468.7 4928 463.0 468.7 4745 480.2 486.4 492.8 499.3
21 Private pension funds .............. 611.4 659.2 722.3 768.8 701.9 722.3 739.6 751.0 761.4 768.8 7832
22 State and local government retirement funds 4234 454.1 476.8 511.3 470.6 176.8 491.9 305.0 5063 511.3 510.2
23 Money market mutual funds 429.0 459.0 545.5 634.3 505.7 5455 595.6 594.7 606.6 634.3 659.0
24 Mumal funds ... .. . 7259 7188 7713 820.2 739.2 7713 7959 809.0 8i8.3 820.2 834.2
25  Closed-end funds B 8.0 8.7 92.0 101.3 88.7 92.0 94.8 972 99.5 101.3 103.0
26 Governmenl-sponsored enterprises . 546.4 667.0 755.0 822.5 7084 755.0 762.7 7676 788.2 822.5 837.6
2 Federally related mortgage pools . . .. ........... 1.356.8 1,472.1 1,570.3 17110 1.526.6 1,570.3 1.599.7 16434 1.679.2 L7010 1,740.1
28 Asset-backed securities issuers (ABSs) 4579 520.7 633.7 7389 595.7 633.7 659.7 688.5 709.5 7389 7422
29 Finance companies....... . 482.8 551.0 6152 658.3 594.7 6152 621.7 6332 642.0 658.3 672.7
30 Mortgage companies - 60.4 36.5 33.0 412 42.2 33.0 46.0 393 402 41.2 399
31 Real estate investment trusts (REITs). .. ........... 8.6 13.3 15.5 18.5 14.7 15.5 16.3 17.2 18.0 18.5 19.0
32 Brokers and dealers . .. 1375 93.3 183.4 166.3 136.1 1834 156.2 138.2 147.1 166.3 163.4
33 Funding corporations 117.9 109.0 115.9 1434 1183 115.9 146.5 150.2 152.6 143.4 151.1
RELATION OF LIABILITIES
TO FINANCIAL ASSETS
34 Total credit market debt .. .. ... .. 16.246.0 | 17,331.7 | 18,570.6 | 19,9209 | 18.219.0 | 18,570.6 | 18,861.0 | 19,1947 | 19,531.3| 19.920.9 | 20,179.4
Other hablities
35 Ofticial foreign exchange. ..... . . ... .. ... 534 532 63.7 53.7 65.1 63.7 62.1 6t 4 543 537 46.3
36 Special drawing rights certificates. . 8.0 8.0 10.2 9.7 10.2 10.2 10.2 10.2 9.7 9.7 92
37 Treasury currency. . 17.0 17.6 18.2 18.2 182 18.2 18.2 182 18.8 18.2 183
38 Foreign deposits . . . A 271.8 3246 361.4 409.1 353.6 361.4 3827 3829 411.2 409.1 4239
39 Net interbank liabilities ........ 189.3 280.1 290.7 239.6 267.2 200.7 266.0 249.1 223.6 239.6 204.0
40 Checkable deposits and currency 1,251.7 1,242.0 1,229.3 1,245.2 1,200.3 1.229.3 1,183.3 1.212.3 1,220.8 1,245.2 1.218.9
41 Smalt ume and savings depn\n\ . 22232 21833 22797 23767 22558 22797 23423 23401 23574 2,376.7 24287
42 Large time deposits .. ... . . 391.7 4i1.2 476.9 590.8 477.5 4769 493.6 5111 557.6 590.8 605.4
43 Money market fund shares 559.6 602.9 745.3 8911 702.7 7453 816.9 809.5 838.1 891.1 950.8
44 Security repurchase agrecmenh . 471 | 549.4 660.1 698.7 654.8 660.1 666.1 692.1 687.6 698.7 7171
45 Mutual fund shares. .. .. ... 1.3754 1.477.3 1,.852.8 23424 1,782.0 1.852.8 1.997.0 21299 2.211.6 23424 24103
46 Security credit ...... 279.0 279.0 305.7 358.1 286.1 305.7 326.9 318.6 317.8 358.1 3744
47 Life msurance reserves 470.8 5053 550.2 590.2 540.6 550.2 555.0 5631 5712 590.2 604.8
48 Pension fund reserves 4,642.9 4.848.4 5,570.8 6,285.9| 54420 5570.8 5,748.3 5.8834 6,013.2 6,285.9 6.396.7
49 Trade payables ..... R 1,048.2 1,139.2 1,241.7 1.316.0 1,192.2 1.241.7 1,229.1 1,264.4 1,263.9 1,316.0 1.307.7
50 Taxes payable .............. . 84.9 88.0 89.3 91.9 919 89.3 94.3 90.3 92.1 91.9 93.6
51 Investment in bank personal trusts . S 691.3 699.4 767.4 872.0 758.6 767.4 793.7 811.7 829.0 872.0 890.4
52 Miscellaneous ...l F 3,176. 5,462.9 5,928.5 62744 57513 59289 6,067.5 6,089.1 6,197.3 6,274.4 6.387.6
53 Total liabilities. .. ................ .. e 35451.8 | 37.503.8 | 41,012.7 | 44.584.6| 40,075.1 | 41,012.7 | 41.914.0 | 42,632.0 | 43,412.6 | 44.584.6 | 45,2675
Fnancial assets not included in liabilities (+)
54 Gold and special drawing rights . . ... ... ..., 201 21.1 221 21.4 22.1 221 221 220 212 214 20.9
55 Corporate equities .................... .| 62800 62633 | 83899 | 10,0900 79724 | 83899 8,875.8 | 19,1709 | 9,387.4| 10,090.0 | 10,099.2
56 Household equity in noncorporate business . .......... 2.499.5 2,591.5 2,702.8 2,740.7| 26577 2,702.8 2,739.5 2,762.5 2,787.2 2,740.7 2.827.2
Liabilities not identified as assets {—)
57 Treasury currency. ~5.1 —54 —58 —6.8 —5.6 —5.8 —6.1 —6.3 -6.0 —6.8 -~6.9
58 Foreign deposits 2326 277.8 307.6 337.2 299.7 307.6 3232 331.1 3532 337.2 347.6
59 Net interbank transactions ~47 —6.5 —5.0 -10.8 R -9.0 -2.6 —80 —11.6 -10.8 -1.8
60} Secunty repurchase agrccmcm% -16 557 110.9 139.8 115.1 110.9 121.7 141.4 129.7 139.8 125.3
61 Taxes payable . BN 26.8 354 44.1 45.1 39.1 44.1 239 38.0 41.9 45.1 3L1
62 Miscellaneous ... oL -869.9 -959.9 -993.3 | —~1,2404| -8763 -9933 | —1.052.2 | —1.1459 | -1.140.7 | - 12404 | - 1.1819
Floats not included in assets (=)
63 Federal government checkable deposits ... ....... .. .. 5.6 3.4 3 -16 6 31 0 34 —-1.7 -1.6 -9.7
64 Other checkable deposits S 40.7 38.0 342 30.1 27.3 342 29.6 318 23.1 30.1 256
65 Trade credit ... ............... —248.0 —-240.7 —268.0 —299.9| —316.7 —268.0 -319.2 —329.7 —-365.5 —299.9 —367.2
66 Total identified to sectors as assets . ........... ... 45,075.0 | 47,181.7 | 52,903.7 | 58,444.0 | 51,444.0 | 52,903.7 | 54,433.1 | 55.538.4 | 56,586.0 | 58,444.0 | §9,.252.7

1 Data mn this table also appear in the Board™s Z.1 (780) quarterly statistical release, tables

L.1 and L.5. For ordering address, see wnside front cover.

o

2 Excludes corporate equities and mutual fund shares.
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2.10  NONFINANCIAL BUSINESS ACTIVITY Selected Measures

Monthly data seasonally adjusted, and indexes 1992=100, except as noted

1996 1997
Measure 1994 1995 1996
Oct. Nov. Dec Jan. Feb. Mar. Apr. May’ June
| Industrial production' .................... 108.6 112.1 115.2 116.2 117.2 117.7 117.8 118.4 118.8 119.3 119.5 119.9
Market groupings
2 Products, total ... ..o 106.8 109.3 112.0 112.8 114.1 114.3 1142 114.8 1153 1154 115.7 116.2
3  Final, total ... ... 107.1 109.9 112.8 113.6 114.8 1153 115.1 115.6 116.3° 116.6 116.8 17.s
4 Consumer goods 107.4 108.9 1105 110.8 112.3 112.7 L7 1.6 2.1 1121 1122 112.6
5 Equipment 106.6 111.6 116.8 1184 119.0 119.6 120.8 122.6 1235 1242 124.8 126.0
6 Intermediate . e e e e 106.1 107.5 109.4 110.2 119 1113 111.6 112.0 112.1" 112.0 112.3 112.2
T Matenals ... ... 113 116.6 1203 121.7 1222 123.1 1234 124.1 124.5 1254 125.6 125.7
Industry groupings
8 Manufacturing 109.4 113.2 116.3 117.6 118.5 119.2 119.3 120.1 120.6 120.9 121.3 1217
9 Capacity utilization, manufacturing (percent)’. . 83.1 83.1 82.1 82.0 82.4 82.5 82.4 82.6 82.7 82.6 82.6 825
10 Construction contracts® . ........... 117.3 121.8 130.3 126.0 1320 128.0 130.0° 130.0" 133.0 136.0 132.0 130.0
11 Nonagricultural employment, total* . 112.0 115.0 173 1179 {181 118.3 1186 118.8 119.0 1193 119.5 1197
12 Goods-producing. total . 96.9 98.1 98.3 99.2 99.3 99.5 99.6 99.9 100.0 100.0 100.1 100.2
13 Manufacmr'}ng. total P 96.4 97.2 96.2 97.1 97.1 97.1 97.2 97.2 97.3 974 97.4 97.5
14 Manufacturing, production workers 97.5 98.7 97.5 98.3 98.3 98.4 98.5 98.5 98.6 98.6 98.8 98.8
15 Service-producing . . . .. 116.8 120.3 1233 123.9 124.1 124.4 124.6 1249 125.1 125.5 125.7 126.0
16 Personal income, total.... ... 1482 157.2 165.9 168.2 169.3 170.5 171.1 172.3° 173.3" 1737 1742 n.a.
17 Wages and salary disbursemen 142.6 150.9 159.7 162.0 163.4 165.1 165.1' 167.1° 168.3" 168.4 168.9 n.a.
18 Manufacturing . ... ... 1249 130 4 1353 136.7 137.4 139.2 138.8' 139.3" 140.4' 140.7 140.8 n.a.
19 Disposabge personal incom 149.1 157.6 165.5 167.8 168.8 169.9 170.3 171.3" 172.2° 1725 172.9 na
20 Retail sales” .. ............... ... . ... 144.6 151.2 158.6 160.9 160.5 161.3 163.9 166.1 165.6 163.7 163.2 164.0
Prices®
21 Consumer (1982-84=100) ... .. NN 148.2 1524 156.9 158.3 158.6 158.6 159.1 159.6 160.0 160.2 160.1 160.3
22 Producer finished goods (1982=100). ........ 125.5 1279 131.3 1327 132.6 132.7 1326 1322 1322 131.6 1315 131.6

1. Data in this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in January 1997. See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments,” Federal Reserve Bulletin, vol 83 (February 1997), pp. 67-92. The article contains a
description of the new aggregation systern for industrial production and capacity utilization.
For a detailed description of the industrial production index, see ““Industrial Production: 1989
Developments and Historical Revision.” Federal Reserve Bullenn. vol. 76 {Apnl 1990), pp.
187-204.

2. Ratio of mdex of production to index of capacity. Based on data from the Federal
Reserve, DR1 McGraw-Hill, U.S. Department of Commerce, and other sources.

3. Index of dollar value of total construction contracts, including residential, nonresiden-
tial, and heavy engineering, from McGraw-Hill Information Systems Company. EW. Dodge
Division.

4. Based on data from U.S Department of Labor, Employment and Earnings. Series covers
employees only, excluding personnel in the armed forces.

5. Based on data from U.S. Department of Commerce, Survey of Current Business.

6. Based on data not seasonally adjusted. Seasonally adjusted data for changes in the price
indexes can be obtained from the U.S. Department of Labor, Bureau of Labor Statistics.
Monthly Labor Review

NOTE. Basic data (not indexes) (or series mentioned in notes 4 and 5, and indexes for series
mentioned 1n notes 3 and 6. can also be found in the Survey of Current Business.

Figures for industrial production for the latest month are prehminary, and many figures for
the three months preceding the latest month have been revised. See “*Recent Developments in
Industrial Capacity and Utihzation,” Federal Reserve Bulletin, vol. 76 (June 1990), pp.
411-35. See also “Industnial Production Capacity and Capacity Utilization since 1987,
Federal Reserve Bulletin, vol. 79 (June 1993), pp. 590-605.

2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data seasonally adjusted
1996 1997
Category 1994 1995 1996
Nov Dec Jan Feb. Mar. Apr. May' June
HOUSEHOLDO SURVEY DATA!
I Civshan labor force? .. ....... . . ... ....... 131,056 132,304 133,943 134831 135,022 135.848 135,634 136.319 136.098 136.173 136,200
Emplovment
2 Nonagricultural industri e 119,651 121,460 123,264 124.290 124,429 125,112 125,138 125,789 | 125,887 126,209 125,973
3 Agriculture. ... ... 3,409 3,440 3.443 3,354 3426 3.468 3.292 3,386 3.497 3,430 3.391
Unemployment
4  Number .....................00. 7.996 7.404 7,236 7,187 7,167 7.268 7,205 7.144 6.714 6,534 6,836
5 Rate (percent of civilian labor force) 6.1 56 5.4 53 53 54 53 5.2 49 4.8 5.0
ESTABLISHMENT SURVEY DATA

6 Nonagricultural payroll employmenl*. 114.172 117,203 119,549 120.450 120,659 120,909 121,162 121,344 | 121,671" | 121,837 122.054
7 Manufacturmg . ... 18,321 18.468 18.282 18.442 18.448 18.465 18.475 18.489 18,495" 18,500 18,514
8 Mining 601 580 570 57 571 574 574 572 573 576 576
9 Contract construction 4,986 S.158 5,405 5.495 5,521 5,542 5,604 5,609 5.599 5625 5,623
10 Transportation and public utilities 5.993 6.165 6,318 6,303 6,288 6,351 6,376 6,405 6421 6,426 6,431
Il Trade .. 26,670 27.585 28,178 28,396 28,471 28.487 28.515 28,556 28,651" 28,650 28.709
12 Finance. . ... 6,896 6.830 6,977 6,949 6,962 6,971 6,980 6,992 7,019 7.031 7.043
13 Service ... .. 31,579 33.107 34,360 34,800 34,884 34,990 35,091 35,176 35,3347 35,464 35527
14 Government 19,128 19.310 19,459 19.494 19,514 19.529 19.547 19,545 19.579° 19.565 19,631

1 Beginning January 1994, reflects redesign of current population survey and population
controls from the 1990 census.

2. Persons sixteen years of age and older, including Resident Armed Forces. Monthly
figures are based on sample data collected during the calendar week that contains the twelfth
day; annual data arc averages of monthly figures. By definition, seasonality does not exist in
population figures.

3. Includes self-employed, unpaid family, and domestic service workers.

4. Includes all full- and part-nme employees who worked during, or received pay for, the
pay penod that includes the twelfth day of the month: excludes proprietors, self-employed
persons, household and unpaid family workers, and members of the armed forces Data are
adjusted to the March 1992 benchmark, and only seasonally adjusted data are available at this
ume.

SOURCE. Based on data from U.S. Department of Labor, Emplovinent and Earnings.



2.12 OUTPUT. CAPACITY, AND CAPACITY UTILIZATION'

Seasonally adjusted

Selected Measures A43

1996 1997 1996 1997 1996 1997
Series
Q3 Q4 Qr Q2 Q3 Q4 Q' Q2 Q3 Q4 qQr Q
Output (1992=100) Capacity (percent of 1992 output) Capacity utilization rate (percent)®
! Totalindustry ............. ... ... ... .... 115.8 117.0 118.3 119.6 139.2 140.5 141.8 143.2 83.2 83.3 83.5 83.5
2 Manufacturing. . . 1172 1184 120.0 1213 142.5 1439 145.3 146.9 823 82.3 825 826
3 Primary pmcessing3 . <. 113.2 139 114.7 159 130.7 1315 132.2 1329 86.6 86.6 86.8 87.2
4 Advanced processing4 e e 1o.1 120.7 122.6 1239 148.2 150.0 1519 153.8 80.4 80.4 80.7 80.5
5 Durable goods.............. ... ... .. 127.2 128.1 130.7 1329 154.5 156.9 159.3 161.8 823 81.7 82.0 82.1
6 Lumber and product 110.5 110.1 1113 113.7 129.1 130.0 131.0 132.0 85.6 847 849 86.1
7 Primary metals . . 118.6 1198 1197 122.] 1298 131.0 132.1 1333 914 91.5 90.6 91.6
8 Iron and steel . 1179 118.6 1183 121.7 1319 1335 1349 136.0 89.4 88.9 87.7 89.5
9 Nonferrous ... ...... . 1194 1211 1213 1224 127.1 127.8 128.6 126.8 939 94.8 94.3 94.3
10 Industrial machinery and equmpment , 158.9 161.5 166.2 171.2 176.3 181.3 186.5 192.3 90.1 89.1 89.1 89.1
11 Electrical machinery. . . . ............ 164.5 167.2 1721 179.2 200.6 208.5 216.3 224.2 82.0 80.2 79.6 79.9
12 Motor vehicles and parts . 1313 126.0 130.2 125.0 176.1 1773 178.2 178.7 74.5 71.0 73.0 70.0
13 Aerospace and miscellancous
wransportation equipment . ... .. 86.7 90.4 935 96.3 120.2 119.8 1197 1205 722 755 78.4 799
14 Nondurable goods.......... . 106.5 108.1 108.6 108.9 129.6 130.1 130.6 1311 82.2 83.0 83.1 83.1
15 Textile mill products .......... 107.9 1074 107.1 108.7 130.1 130.8 131.3 131.4 829 82.1 81.6 82.7
16 Paper and products. .. ..... 109.0 109.8 112 1125 1229 123.3 123.6 1239 88.7 89.0 89.9 90.8
17 Chemicals and products. . . . 109.2 1124 112.8 1131 139.2 140.3 141.5 142.6 784 80.1 79.8 793
18 Plastics materials . . ... 125.3 1253 127.0 . 131.8 134.0 136.2 . 95.1 935 93.3 .
19 Petroleum products. .. ... 106.7 1077 108.1 1125 1137 1138 1129 1142 936 94.6 949 98.5
20 Mimng 103.7 103.8 105.8 107.5 113.7 113.7 1138 1143 91.2 91.3 93.0 94.0
21 Uulities 110.5 (13.0 110.9 1.4 1252 1259 1265 127.0 88.2 89.8 87.7 878
22 Electnc ... 0 L Ll 1108 1124 1115 LLES 123.6 1244 125.1 125.6 89.6 90.4 891 88.8
1973 1975 Previous cycle® Latest cycle® 1996 1997
High Low High Low High Low June Jan. Feb. Mar! Apr.” May June?
Capacity utilization rate (percent)
| Total industry........... ...... 89.2 72.6 873 71.1 853 78.1 835 83.3 83.5 83.6 83.6 835 83.5
2 Manufacturing .. ........... .. 88.5 70.5 86.9 69.0 85.7 76.6 823 32.4 82.6 827 82.6 82.6 825
3 Primary processin, 3 91.2 68.2 88.1 66.2 88.9 71.8 86.5 86.2 86.9 87.3 87.1 874 87.0
4 Advanced processing" 87.2 71.8 86.7 70.4 842 76.1 80.5 80.7 80.7 80.7 80.6 80.5 80.5
5  Durable goods ... ... ..., 89.2 68.9 87.7 63.9 84.5 732 82.5 81.7 82.1 82.3 82.1 82.1 82.1
6 Lumber and products 88.7 61.2 879 60.8 93.6 75.5 87.4 831 85.5 86.3 86.3 86.1 86.0
7 Primary metals. . . . . ..., 100.2 65.9 94.2 45.1 92.7 737 90.7 89.4 90.8 915 90.4 92.8 915
8 [ron and steel. . . R 105.8 66.6 95.8 37.0 952 71.8 89.5 87.7 87.6 87.7 879 91.0 89.4
9 Nonferrous . .............. 90.8 59.8 91.1 60.1 89.3 742 92.2 917 95.0 96.3 93.7 95.1 94.3
10 Industrial machinery and
equipment . .. ......... 96.0 74.3 93.2 64.0 854 724 90.1 §9.2 80.3 88.8 90.0 88.8 884
I Electrical machinery . . 89.2 64.7 894 71.6 84.0 75.1 83.8 78.9 79.7 80.1 79.6 80.1 80.1
i2 Motor vehicles and parts . .. ... ... 93.4 51.3 95.0 45.5 89.1 559 74.4 74.1 727 723 70.2 69.2 70.5
13 Aerospace and miscellaneous
transportation equipment . . 78.4 67.6 81.9 66.6 87.3 79.2 70.0 77.1 78.2 79.1 79.5 799 80.4
14 Nondurable goods. . .............. 87.8 7.7 875 76.4 87.3 80.7 82.0 83.1 83.2 83.1 83.1 83.1 830
15 Textile mill products . . 914 60.0 91.2 72.3 90.4 777 833 81.0 814 824 829 827 82.6
16 Paper and products . 97.1 69.2 96.1 80.6 93.5 85.0 88.5 89.3 89.9 90.6 90.8 911 90.6
17 Chemicals and products .. ....... 87.6 69.7 84.6 69.9 86.2 79.3 78.0 20.6 79.7 79.0 79.8 79.3 79.0
18 Plastics materials. . . . . . . 102.0 50.6 90.9 634 97.0 74.8 95.0 93.5 933 93.0 933 . .
19 Petroteum products . ... ......... 96.7 81.1 90.0 66.8 R8.5 85.1 93.6 94.3 95.4 94.9 97.0 993 99.2
20Mining. ... 94.3 88.2 96.0 80.3 86.8 86.1 91.8 91.1 93.4 94.3 93.0 94.6 94.5
21 Utilities. . .. 96.2 82.9 89.1 759 92.6 83.4 91.4 89.3 87.1 86.8 89.3 86.9 87.1
22 EleCInc. ..., 99.0 82.7 88.2 789 95.0 87.1 92.7 90.7 88.7 88.1 90.6 87.7 88.1

1. Data 1n this table also appear in the Board's G.17 (419) monthly statistical release. For
the ordenng address. see the inside front cover. The latest histoncal revision of the industnal
praduction index and the capacity utilization rates was released in January 1997, See
“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-
ments,” Federal Reserve Bulletin, vol. §3 (February 1997), pp. 67-92 The article contains a
description of the new aggregation system for industrial production and capacity utilization.
For a detatled description of the industniai production index, see *“Industrial Production: 1989
Developments and Historical Revision,” Federal Reserve Bulletin, vol. 76 (April 1990), pp.
187-204.

2. Capacity utilization is calculated as the ratio of the Federal Reserve’s seasonally adjusted
index of industrial production to the corresponding index of capacity.

3 Primary processing includes textiles; lumber, paper. industrial chemcals, synthetic
materals; fertilizer matenals: petroleum products; rubber and plastics; stone, clay, and glass:
primary metals: and fabncated metals.

4. Advanced processing includes foods; tobacco; apparel; furniture and fixtures. printing
and publishing; chemical products such as drugs and toiletries, agricultural chemicals; leather
and products; machinery; transportation equipment; instruments; and miscellaneous manufac-
tures.

5. Monthly highs, 1978-80: monthly lows, 1982.

6. Monthly highs, 1988-89: monthly lows, 1990-91.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value'’
Monthly data seasonally adjusted

1992 1996 1997
pro- 1996
Group por- avg.
tion June July Aug. | Sept. Oct. Nov. Dec. Jan. Feb. Mar" | Apr’ May | JuneP

Index (1992 = 100)

MAJOR MARKETS

125.8 130:0 132.1 128.7 1277 | 1220 127.2 | 129.6 131.0 | 1317 1244 | 1263 129.3

1
Automotive products. . 6
T 1326 | 1377 | 1457 | 1387 | 1346 | 1257 | 13 135.5 | 138.7 [ 1389 [ 1389 | 127.1 | 1295 | 1347
9
7

3
4
5
6
7 Autos and trucks. .
8
9
10

I Totalindex .. ......................... 1000 | 1152 | 1155 | 1155 | 1158 | 116.0 | 1162 | 117.2 | 117.7 | 117.8 | 118.4 | 118.8 | 119.3 | 119.5 | 1199
2 Products. ... ... Lo . 605 | t12.0 | 1123 | 1123 | 1122 | 1127 | 1128 | 1141 1143 | 1142 | 1148 1153 | 1154 | 1157 | 1162
Final products . ..... .... . 463 | 1128 | 1131 34 [ (13.0 | #1132 | 1136 | 1148 | 1153 | 1154 1156 | 1163 | 1166 | 116.8 | 1175
Consumer goods, tota) . . . 20.1 1105 | 110.8 | 1107 | 1101 1105 | 1108 [ 1123 | 1127 | 1117 | 1116 | 112 1121 1122 ] 1126
Durable consumer gooch 1262 | 1299 | 1297 | 1280 | 127.1 124.5 | 127.1 1284 | 1273 | 1292 | 131.0 | 1267 | 1285 [ 1303

1274

338

Autos, Lonsumer .......
Trucks, consumer .

1202 | 1333 | 1378 | 1325 | 1299 | 1123 | 1235 | 1159 | 1201 | 1223 | 1233 | 160 | 117.7 | 1185
1472 | 1487 | 16013 | 1523 | 1466 | 1474 | 1524 | 1649 | 167.0 | 1650 | 163.8 | 1461 1496 | 160.0

Auto parts and alhed good< S| 1145 | 1174 | 1124 | 1135 [ 1162 | 1144 | 1164 | 1140 [ 1155 | 1181 119.7 | 1180 | 1192 | 1195
11 Other ..................... 35 | 1263 1 1297 | 1280 | 127.5 | 1266 | 1262 | 126.8 | 1291 1255 | 127.8 | 1304 | 1283 | 1299 | 1309
12 Appliances, televis
conditioners . 1.0 [ 173.0 | 1801 181.1 1759 | 1742 [ 1765 | 1769 | 181.1 | 1712 { 1795 | 183.6 | 178.1 | 181.6 | 1857
13 Carpeting and furniture . 8| 1099 | 1146 | 1070 | 1111 1105 | 108.6 [ 1107 | 1093 | 1060 | 1069 | 111.6 | 1085 | 1121 1.8
14 Miscellaneous home goods. . . 1.6 [ 1679 | 108.7 | 1085 | 1080 | 1076 | 1065 | 1064 | 109.6 | 109.2 | 109.2 | 1099 | 1098 | 1095 | 109.6
15 Nondurable consumer goods . . . 23.0 106.5 106.0 106.0 105.6 106.3 107.3 108.5 108.7 107.8 107.2 107.4 108.4 108.2 108.2
16 Foods and tobacco 103 | 106.1 | 1058 | 1059 | 1054 [ 106.i 106.6 | 107.2 | 1082 | 107.7 | 108.0 | 1087 [ 1079 | 107.6 | 1073
17 Clothing 2.4 95.5 95.6 954 954 95.1 955 95.0 94.9 94.0 93.8 94.2 95.3 95.0 95.1
18 Chemical products 45 | 1127 | 1106 | 1126 | [1L3 | 1135 [ 1155 [ 1173 | 1188 | 1179 | 1162 [ 1149 | 117.0 | 117.0 | 1167
19 Paper products 29 | 1011 100.2 [ 1014 | 101.8 | 1019 [ 1029 [ 1029 | 103.0 | 1011 101.5 | 1023 | 102.6 | 103.1 104.6
20 Energy . . . 29 | 1120 | 1132 | 109 109.4 | 109.4 | 10T | 1153 [ 1118 [ 1104 | 1076 [ 1075 | 127 [ 1119 | 1124
21 Fuels ............ RN 8| 1066 | 1067 | 1067 | 107.7 | 1054 | 108.1 107.8 | 1060 | 1051 106.2 | 108.5 | 110.] 1141 | 1140
22 Residential utilives .. ...... ... 2.1 | 143 | 1160 | 1099 | 110.0 | 1109 | 1117 | 1185 | 1142 | 1126 | 108.0 | 1068 | 1137 | 1106 | 1109
23 Equipment...................... 172 | 1168 | 1171 | 118.1 1179 | 181 | 1184 | 1190 | (196 | 1208 | 1226 | 1235 | 1242 | (248 | 1260
24 Business equipment . . 13.2 | 1266 | 126.6 | 128.¢ 127.7 | 1283 | 1288 | 1298 | (30.7 | 132.1 | 1338 | 1343 | 1354 | 1359 | 137.0
25 Information processing and related . Sd4 | 1432 [ 1439 [ 1441 | 1446 | 1463 | 1474 | 147.) 148.5 | 149.6 | 1524 [ 153.6 | 154.8 | 156.] 1579
26 Computer and office equiprent . 11| 2920 | 2894 | 301.7 | 3062 | 3143 | 3188 | 3235 | 327.1 | 3357 | 343.0 | 3499 | 357.3 | 3651 | 3724
27 Industrial . ..... ... 4.0 [ 1269 | 1263 | 1272 | 1267 | 1263 | 1270 [ 127.1 | 1273 | 127.9 | 1282 | 127.5 | 130.2 | 1294 | 1293
28 Transit .. ......... 2.5 | 100.0 | 1006 | 104.1 | 103.0 | 103.8 | 1019 | 106.6 | 107.2 | 1098 | 1118 | 131 [ 110.1 | 1123 | 1145
29 Autos and trucks E2 [ 1153 | 1208 | 126.5 | 1209 | 117.7 | 1094 | 1159 | 1137 | 117.2 | 1187 | 1183 | 1099 | 1122 | 140
30 Other . . 3] 1164 | 1143 | 1180 | L16.1 F15.5 | 1187 | 1199 [ 1214 [ 1234 [ 1244 | 125.1 1289 | 1279 | 1277
3] Defense and space equxpmenl 3.3 77.0 77.0 71.7 779 71.7 77.0 76.1 76.2 747 754 75.6 75.2 754 76.0
32 Oil and gas well drilling. ... .. e 6 [ 1205 | 127.8 | 1220 | 1226 | 117.5 | 1202 | 1207 | 123.6 | 130.8 | 140.7 | 1534 | 1534 | 1560 | 1643
33 Manufactured homes. .. .............. 20| 1620 | 1679 | 163.0 | 1674 | 1656 | 1653 | 159.8 . 156.3 | 163.5 | 1609 | 168.0 | l66.4 .
34 Intermediate products. total ......... .. 142 | 1094 | 1097 | 1089 | 1100 | 1106 [ 1102 [ 111.9 | (1L3 | 1116 | 1120 | 121 | 1120 | 1123 | 1122
a5 Construction supplies . e 53 116.8 118.3 175 £19.2 119.8 177 1207 178 117.0 120.0 1218 120.0 1209 120.3
36 Business supplies .. ... S 89 | 105.1 | 104.6 | 1039 | 1046 | 1053 | 1058 | 1068 | 107.4 | 1084 | 107.3 | 1065 | 1073 | 1073 | 1074
37 Materials .. ... L 39.5 | 1203 | 1205 | 1205 | 1215 | 1202 | 1217 | 1222 | 123.1 | 1234 | 1241 1245 | 1254 | 1256 | 1257
38  Durable goods materials . ... coo- | 208 | 1340 | 1340 | 1345 | 1362 | 1355 | 1358 | 1365 | 137.8 | 1384 | 1392 [ 1402 | 1415 | 1422 | 1427
39 Durable consumer parts 40 128.8 130.4 1311 133.9 1283 126.6 129.7 130.3 132.1 129.7 129.8 1306 127.0 1274
40 Equipment parts ....... . 7.6 | 1592 | 1589 | 1596 | 1617 | 1626 | 1634 [ 1653 | 1679 | 1694 | 172.6 | 1756 | 1780 | 181.6 | 183.6
41 Other............. 9.2 | 1182 | 1179 | 1182 | 1192 | 119.2 | 1200 | 1191 1199 | 1193 | 1198 | 120.0 | 120.8 | 1213 | 120.8
42 Basic metal materials . 300 M3 | 1126 | 1129 | 1136 | 1147 [ 1172 | 1144 | 1157 | 1149 | 1164 | 1164 | 1i66 | 1185 | 1174
43 Nondurable goods materials. 89 | 1064 | 1062 | 1074 | 1065 | 1069 [ 1080 [ 1084 | 1095 | 109.6 | 1105 | [10.6 | 1114 | 110.7 | F10.5
44 Textile materials ... . . 1.1 1063 | 1003 | 1099 | 1074 | 107.1 | 1084 [ 1085 | 1059 | 1068 | 107.7 | 1049 | 1081 | 1074 | 1068
45 Paper materials .. . . . 1.8 | 1074 | 1052 | 109.1 108.2 | 107.0 | 1080 | 1109 | 1125 | 1115 | 1132 | 1138 | 1148 | 1149 | [147
46 Chemical materials . ...... . . 39 | 1059 | 1053 | 106.1 106.2 | 106.8 | 1093 | 107.7 | 1102 | 111 N2 | 112 | 1122 | 1108 | 1107
47 Other.. . .................... ... 2.1 | 106.1 | 1080 | 107.1 | 1047 | 106.2 | 1039 | 106.8 | 1063 | 1053 | 107.5 | 1084 | 107.7 | 107.9 | 107.7
48  Energy materials . .. .. .. 9.7 103.9 104.8 102.4 104.0 103.9 103.9 104.0 103.9 103.8 104.0 103.5 103.7 103.5 103.1
49 Primary energy ....... ......... ... 6.3 | 1026 | 1035 | 101.7 | 103.2 | 102.2 | 1020 | 1016 | 102.6 | 1016 | 1028 | 1023 | 1017 | 1023 | I0L5
50 Converted fuel materials. ....... . 33 106.2 107.2 103.9 105.4 107.0 107.5 108.5 106.3 108.0 106.2 105.9 107.6 105.6 106.2
SPECIAL AGGREGATES
51 Total excluding autos and trucks . .......... 971 | 1149 | 1150 | 1149 | 1154 | 1157 [ 116.] 1169 | 1174 | 1174 | 1180 | 1185 | 1192 | 1194 | 119.7
52 Total excluding motor vehicles and parts .. .. .. 951 | 114.6 | 1147 | 1146 | 1150 | 1154 | 1159 [ 1166 | 117.2 | 117.1 178 | 1183 | 119.0 | 1193 | 195
53 Total excluding computer and office
equipment ... L . 982 1129 113.2 113.1 113.4 1135 1137 114.6 151 sy 156 1160 1164 1166 1169
54 Consumer goods excluding antos and trucks . 274 | 1092 | 1093 | 1089 | 1086 | 1092 | 1099 | 111.0 | 1104 [ 1103 | 1101 1107 | 113 L2 | 1114
55 Consumer goods excluding energy ......... 262 | 1102 | 1104 | 1109 | 1102 [ 1106 [ 1108 | 111.8 | 112.8 | 1119 | 1121 | 127 | 1120 | 1123 | 1127
56 Business equipment excluding autos and
trucks.. . ... . 120 | 127.7 | 127.2 | 1282 | 1283 | 1293 | 130.7 | 1312 | 132 133.6 | 1353 | 1359 | 1379 | 1383 | 1393
57 Business equlpmem excluding Lompuler and

4
2 119.2 120.5 120.7 1214 121.6 122.4
0

office equipment .. . ... ..., . 121 1158 1168 | 1161 1163 1 1166 | 1
1 1294 | 1303 | 131.0 | 132.) | 1324 | 1326

115.8
58 Materials excluding energy ......... ce 29.8 1254 | 1254 126.1 1270 | 1266 1271
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value' —Continued
N 1992 1996 1997
Grou N (o pro- 1996
P code por- avg.
tion June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar" | Apr| May | JuneP
Index (1992 = 100)
MAJOR INDUSTRIES
59 Totalindex ................ 1006 | 1152 | 1155 | 1155 | 1158 | 1160 | 1162 | 117.2 | 1177 | 117.8 | 1184 | 1188 | 1193 | 1195 | 1199
60 Manufacturing. . .. ... . RN 854 1163 |[1164 [ 117.0 | 1172 | 1174 | {176 | 1185 | 1192 | 1193 | 1201 1206 | 1209 | 1213 | 1217
61  Primary processing. .. ... . . 265 | 1122 | 1126 | 113.0 | 1131 1135 | 1138 | 1138 | (140 | 1138 | 1148 [ 1156 | 1156 | 1162 | 1159
62 Advanced processing . ... .... 589 | 1184 | 1183 | 1189 | 1192 | 1193 | 1195 | 1208 | 1217 | 122.0 | 1226 | 1230 | 1234 | 123.8 [ 1245
63  Durablegoods............. 450 | 1257 | 1263 | 1269 | 1275 | 1272 | 1271 1284 | 128.8 | 1295 | 1308 | 131.7 | 1322 | 1329 | 1337
3 Lumber and products . .. . .. 24 20 |[1097 | 1124 | 1093 | 1114 | 1107 | 109.2 | 113.1 | 1080 | 1086 | 1120 | 1133 | 113.6 | 1137 | 1139
65 Furniture and fixtures. . . . .. 25 14 | 1089 | 1095 | 108.1 108.8 | 108.8 | 1104 | 1105 | 1105 | 1097 | 1103 | 111.0 | 1127 | 1138 | 1127
66 Stone, clay, and glass
products . . .......... 32 2.1 111.0 [ 1113 | 114.1 118 | 1131 1117 | 108 | 1113 | 1127 | 1125 | 1135 | 1136 | 1132 | 1130
67 Primary metals. . 33 3.1 1172 [ 137.0 [ 1180 | 1183 | 1195 | 122.1 1185 | 1188 | 117.8 | 120.0 | 121.3 | 1202 | 123.6 | 1224
68 Iron and steel . .- 331.2 1.7 | 1164 [ 1171 1180 | 1182 | 1174 | 1232 | 1159 | 1167 | 1180 | 1182 [ 1187 | 1193 | 1238 | 122.0
69 Raw steel ..... .. . 331PT .1 1122 | 1149 | 1133 | 1136 | 1426 | (115 | 1087 | 1125 | 1117 | 1123 | 1142 | 115.5 | 1158 [ 1S}
70 Nonferrous. .......... 333-6,9 14 ) 1180 | 1168 | 1179 | 1185 | 1218 | 1207 | 1264 | 1212 | 117.6 | 1221 1242 | 1212 | 1234 | 1227
71 Fuabncated metal products . . . 34 50 (1186 | 1189 | 1191 119.4 | 119.3 [ 1193 | 119.1 1195 | 1192 | 1195 | 1204 | 1206 | 1209 | 1208
72 Industrial machinery and
equipment. . ......... 35 8.0 | 1564 | 1561 1577 | 159.6 | 1594 | 159.9 | 161.7 | 1629 | 1647 | 1666 | 1674 | 1712 | 170.8 | 1717
73 Computer and office
equipment. . ......... 357 1.8 2969 | 2943 | 3065 3108 | 319.0 | 323.6 | 3283 | 332.5 | 340.3 | 347.8 | 3547 | 362.2 | 370.1 | 3775
74 Electrical machinery. ... ... 36 73 [ 1633 | 1640 | 1638 | 164.6 | 1652 | 165.6 | 1672 | 1688 | 168.6 | 1725 | 1752 | 1763 [ 1795 | 181.8
EA] Transportation equipment . . . 37 9.5 | 106.1 107.1 1095 | 109.3 | 107.3 | 1053 | 1095 | 1096 | 1119 | {115 | 111.9 | 1106 | 1102 | 111.8
76 Motor vehicles and parts . 371 49 [1269 |1304 | 1341 (1328 | 1270 [ 212 | 1289 | 1279 [ 1320 | 129.6 | 1289 | 1253 | 1237 [ 126.1
77 Autos and light trucks 371PT 2.6 | 1246 | 1304 | 137.3 | 131.0 | 1274 | 1173 | 1257 | 1256 | 128.8 | 1294 | 1295 [ 119.1 1213 | 1254
78 Aerospace and
miscellaneous
transportation
equipment. . ... ... 372-69 4.6 85.6 84.3 85.7 86.5 879 89.4 90.3 91.5 922 93.5 94.8 95.5 96.3 97.1
79 [nstruments .. .. .. . 38 54 11028 (1033 [ 1023 | 1030 | 103.0 | 1034 | 1030 | 1041 1033 | 104.6 | 1047 | 1044 | 1049 | 1056
80 Miscellaneous ... ........ 39 1.3 (1129 | 1131 113.0 | 1129 | 113.0 | 113.0 | 11414 1166 | 1163 | 117.1 116.3 | 1167 | 1164 | 1169
81  Nondurable goods .......... 404 | 1063 | 1059 | 1064 | 1062 | 1069 | 1074 | 1079 | 1088 | 108.5 | 1086 | 108.7 | 108.8 | 109.0 | 1089
82 Foods ........ 20 94 |106.3 | 106.1 106.5 | 1055 | 106.2 | 107.1 107.6 | 1082 | 1082 | 1084 | 109.2 | 108.4 | 108.1 108.0
83 Tobacco products . . 21 1.6 [ 1056 | 105.1 102.5 | 104.1 1049 | 1040 | 1054 | 1089 | 1046 | 1057 | 1069 | 1055 | 1043 | 1029
84 Textile mill products .. 22 1.8 [ 1066 | 108.0 | 1087 (1077 | 107.2 | 107.6 | 1082 | 1063 | 106.3 | 1069 | 108.2 | 1089 | 108.7 | 108.6
85 Apparel products . ... .. . 23 22 98.2 99.0 98.3 98.5 98.2 97.8 973 97.2 96.2 95.8 96.3 96.2 96.7 97.2
86 Paper and products. . . . 26 3.6 108.0 108.5 110.2 108.1 108.8 107.6 110.1 1116 110.3 1111 112.1 1124 112.8 1123
87 Printing and publishing. . . .. 27 6.7 98.4 97.1 97.6 979 99.1 99.7 100.0 99.8 100.5 100.6 99.7 99.8 100.2 100.7
!3 Chemicals and products . . .. 28 99 | 1089 [ 1079 |[109.0 | 1087 | 109.7 | 1113 | 11L& [ 1140 | H3.7 | 1128 | (120 | 1135 [ 1130 | 1129
89 Petroleum products. . . ... .. 29 1.4 [ 1065 | 1063 |1053 | 107.8 | 1069 | 1084 | 1074 | 1073 | 1074 | 1086 | 108.1 1107 | 1133 | 1134
90 Rubber and plastic products 30 35 | 1205 | 1209 | 1207 | 122.0 | 1228 | 1214 | 1217 | 1226 | 121.1 123.1 1240 | 122.0 | 1233 | (232
91 Leather and products . .. ... 31 3 80.0 81.0 80.0 79.5 79.4 784 773 80.1 783 776 784 77.8 77.0 76.3
92 Mining . ... 69 | 1029 | 1044 | 1031 | 1045 | 1034 | 1034 | 1035 | 1045 | 103.6 | 1063 | 1075 | 106.1 | 108.2 | 108.1
93 Metal. . 10 50| 1020 | 1017 | 103.1 1040 | 1053 | 105.6 | 1025 | 1063 | 1057 | 1057 | 1048 | 1032 | 103.0 | 102.8
94 Coal . i2 1.0 [ 1059 | 1089 | 102.7 | 109.6 | 1062 | 107.5 [ 1088 | 1095 | 1064 | 109.6 | 1052 | 104.1 1156 | 107.3
95 Oil and gas extraction . . 13 48 | 1003 | 1015 | 1009 | 1011 100.5 | 100.0 | 100.2 | 100.7 | 100.8 | 103.1 1054 | 104.6 | 1048 | 106.6
96 Stone and earth minerals . . . .. 14 6 | 1187 | 1206 | 1206 | 1217 | 1185 | (20.0 | 1202 | 1229 | 1172 | 1250 | 1288 | 1233 | 1247 | 1253
97 Unhties . ... ......ooul . L. 77 | 1128 | 1140 | 1094 | 1108 | 111.1 L9 | 145 | 1126 | 1127 | 1102 | 1099 | 1133 | 1103 | 1107
98 .[491.493PT 62 | 1127 | 1142 | 101 1S | 1109 | 1120 | 1127 | 1126 | 1132 | 1109 | 1103 | 113.6 | 1101 1108
9 492,493PT 1.6 | 1132 | 1136 | 107.1 108.5 | 111.8 | 111.3 | 1209 | 1127 | 1109 | 107.6 | 108.7 | 1120 | 110.8 | 1104
SPECIAL AGGREGATES
100 Manufacturing excluding motor
vehicles and parts ........ 805 | 1157 | 1156 | 1160 | 1163 | 1168 | 117.3 | 1179 | 1186 | 1186 | 1195 | 120.0 | 1206 | 1211 1213
101 Manufacturing excluding office X
and computing machines . . . 83.6 | 1137 | 1138 | 1143 | 1144 | 1145 | 1147 | 1155 | }16.1 1162 | 1169 | 117.3 | 117.5 | 117.8 | 1181
Gross value (billions of 1992 dollars, anaual rates)
MAJOR MARKETS
102 Products, total . .. ........... 2,001.9 |2,258.7 | 2,274.2 | 2,276.1 | 2,272.9 | 2,273.4 | 2,270.7 | 2,303.5| 2,301.1 | 2,302.9| 2,315.3| 2,327.5| 2,324.2| 2,335.1| 2,345.6
103 Fimal. ... ... 1,552.1 | 1,760.9 | 1.775.7 | 1,782.8 | 1,773.6 | 1.771.6 | 1,771.8| 1,795.1 | 1.796.8| 1,798.4| 1.808.8| 1,819.6| 1,816.1| 1.825.4| 1,836.9
104 Consumer goods . . 1.049.6 | 1,162.2 | 1.172.5 | 1,171.6 | 1,165.5 | 1.163.0 | 1,164.7 | 1,182.2| 1.182.3 1,176.3| 1,177.7| 1.184.7| 1,179.6( 1,185.2] 1,190.1
105 Equipment 5025 | 598.0 | 602.4| 6105| 607.4| 607.8| 6063| 6121 6137| 621.4| 6304 6342 636.0] 639.6) 6462
106 Inermediate ... .. 4499 | 4982 | 4990 | 4943 | 4997 | 502.1| 499.3| 508.6| 504.9| 505.1| 507.2| 508.7| 5087 5104 509.8
1. Data in this table also appear in the Board’s G.17 (419) monthly statistical release. For ments,” Federal Reserve Bulletin, vol. 83 (February 1997), pp. 67-92. For a detailed

the ordering address, see the inside front cover. The latest historical revision of the industrial
production index and the capacity utilization rates was released in January 1997. See
*“Industrial Production and Capacity Utilization: Historical Revision and Recent Develop-

description of the industrial production index, see “Industrial Production: 1989 Develop-
ments and Historical Revision,” Federal Reserve Bullenn, vol. 76, (April 1990), pp. 187-204.
2. Standard industrial classification.
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2.14 HOUSING AND CONSTRUCTION

Monthly figures at seasonally adjusted annual rates except as noted

1996 1997
Item 1994 1995 1996
Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar." Apr. May
Private residential real estate activity (thousands of units except as noted)
NEW UNITS
| Permits authorized.................. 1,372 1,333 1,426 1,405 1,391 1,349 1,391 1,405 1,395 1,438 1,457 1.442 1,432
2 Onefamily...................... 1,069 997 1,070 1,061 1.029 1,003 1016 999 1,052 1,069 1,034 1.060 1,053
3 Two-familyormore .............. 303 335 356 344 362 346 375 406 343 369 423 382 379
4 Started .. ...l . 1.457 1,354 1.477 1,515 1,470 1,407 1,486 1.353 1,375 1,554 1.479 1,483 1.385
5 Onefamily.................... . 1,198 1.076 1,161 1,222 1,148 1,104 1133 1.024 1,125 1,237 1,142 1,133 1.082
6  Two-family ormore ............ . 259 278 316 293 322 303 353 329 250 317 337 350 303
7 Under construction at end of period’. .. .. 755 715 819 820 825 825 828 815 818 821 814 815 816
8 Onefamily.. .................. 584 554 584 593 592 588 584 571 573 574 566 565 565
9  Two-family or more . ... 171 221 235 227 233 237 244 244 245 247 248 250 251
10 Completed .. ........... 1,346 1319 1,407 1,449 1,356 1,375 1,431 1,484 1,362 1,572 1.471 1,467 1,372
11 One-family............ 1,161 1,073 1,124 1,153 1,097 1,129 1,151 1,177 1,109 1,267 1.156 1,162 1,083
12 Two-family or more .. 185 246 283 296 259 246 280 307 253 305 315 305 289
13 Mobile homes shipped 305 341 362 369 372 364 354 338 339 353 353 372 356
Merchant builder activity in
one-family units
14 Numbersold ...................... 670 667 757 814 768 706 788 794 822 826" 838 770 825
15 Numbser for sale at end of period. .. .. .. 340 374 326 343 331 330 327 322 308 300 287 285 280
Price of units sold (thousands
of dollars)
16 Median. .. ... 1300 133.9 140.0 137.0 139.0 1438 143.5 1449 145.0 143.07 145.0 150.0 139.9
17 Average ...........coiiiiiii.. 154.5 158.7 166.4 159.7 1674 168.4 172.0 171.8 171.9 171.1° 172.5 1797 166.9
EXISTING UNITS (one-family)
{8 Numbersold .................. ... 3,967 3812 4.087 4,100 4,020 4,000 4,060 3,950 3910 4,230 4,160 4,060 4,250
Price of units spld (thousands
of dollars)”
19 Median. ......... ... ..ol 109.9 1131 118.2 122.3 117.8 116.6 1174 1188 120.6 117.5 120.0 120.7 123.1
20 AVETAZE ... .ot 136.8 139.1 145.5 149.9 1447 143.6 144.1 147.1 149.6 144.7 147.5 150.4 153.1
Value of new construction (milhons of dollars)3
CONSTRUCTION
2] Total putinplace.................. 518,644" | 534,463 | 567,179" | 570,996" | 579,959 | 584,140" | 586,226" | 579,109" | 577,116" | 592,365" | 593,908 | 595,677 | 585,034
22 Private ...l 398,646" | 407,370° | 435,929" | 443,553" | 444,388" | 448,951" | 448,907 | 447,045 | 444,391" | 452,037" | 452,728 | 456,043 | 453,744
23 Residential ............... ... .. 238,423 | 231.230" | 246,659° | 249,211" | 248,957 | 247,901° | 248,259 | 247,899" | 246,661" | 251,402 | 253,974 | 254,239 | 253,637
24 Nonresidential . .................. 160,223 | 176,140 | 189,271 | 194,342 | 195,431" | 201,050° | 200.648" | 199,146" | 197,730" | 200,635" | 198,754 | 201,804 | 200,107
25 Industrial buildings . .. 28,8937 | 32,5057 | 31,997 | 30,968" | 32,8457 | 34,73% 33.244° ) 30,752° ) 31,8717 | 32,161° 30,520 30,862 31,386
26 Commerc_la! buildings . 59,480" | 68,223" | 74,593" | 77,5697 | 76,713" | 79,864" | 80.144" | 78,395 | 81,979 | 83,107 81,015 79419 78.816
27 Other buildings ........ .. 26,988 | 27,089" [ 30,5257 | 31,197° | 31,2817 | 32,024" | 334547 | 34409" | 34,257" | 35561" | 36012 | 38,636 | 37,606
28 Public utilities and other . .. ... ... 44,8627 | 48,3237 | 52,156" | 54,608 | 54,592" | 54,4247 | 53,806" | 55590" | 49,623 | 49,806" 51,207 52,887 52,299
29 Public . . ... < 119,998" | 1270927 | 131,250" | 127,443" | 135,572' | 135,188" | 1373197 | 132,064" | 132,725" | 140,328 | 141,180 | 139.634 | 131,290
30 Military .. . 2,310 2,983° 2,541" 2,278" 2.482° 2,531° 2.365° 22417 2,542" 2,564 2,232 2,438 2,559
31  Highway................ s 36,933 | 36319 | 37,898 | 35,196" | 38338° | 38367 | 38,610° | 39.585 | 37,869 | 41,060" | 41,473 | 42454 37462
32 Conservation and development . . . 6,459 63917 5.807° 6,154" 7.177° 5.573" 5710 5.223" 5,807" 5.727° 6.114 5,247 5.490
33 Other ...l 74,297 | 81395 | 85,005" [ 83,815 | 87.575"| 88,717° | 90.634" | 85,0157 | 86,507" | 90.977" 91.361 89,495 85,779

1. Not at annual rates,
2 Not seasonally adjusted.

3. Recent data on value of new construction may not be strictly comparable with data for
previous periods because of changes by the Bureau of the Census in its estimating techniques.
For a description of these changes, see Construction Reports (C-30-76-5), issued by the

Census Bureau in July 1976.

SOURCE. Bureau of the Census estimates for all series except (1) mobile homes, which are

private, domestic shipments as reported by the Manufactured Housing Institute and season-
ally adjusted by the Census Bureau, and (2) sales and prices of existing umts, which are
published by the National Association of Realtors. All back and current figures are available
from the originating agency. Permit authorizations are those reported to the Census Bureau
from 19,000 junsdictions beginning in 1994.
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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 {annual rate) Change from 1 month earlier
Index
level,
ltem 1996 1997 1997 June
1996 1997 1997
June June
Sept. Dec. Mar. June Feb. Mar. Apr. May June
CONSUMER PRICES?
(1982-84=100)
| Allitems .. ............... ... ... 28 23 31 33 1.8 10 3 1 1 1 1 160.3
2Food . ...l 3.2 2.6 53 34 3 1.5 3 0 -2 4 2 156.6
3 Energy items ..............oo..o.. 35 ~.7 1.1 16.2 -28 —14.7 3 —17 -15 -24 .0 1123
4 All items less food and energy . 2.7 2.4 2.7 2.4 2.4 2.4 2 2 3 2 B 169.2
5  Commodities ............ .. 1.5 9 1.1 9 1.1 6 1 B 3 .1 -2 142.2
6 Services ... 32 3.1 34 31 2.7 35 3 3 3 3 3 184.6
PRODUCER PRICES
(1982=100)
7 Fimished goods. ........ D 27 ~.1 2.5 4.3 -3.0 -39 -3 -2 -6 -3 - 131.6
8  Consumer foods. 49 3 4.6 24 —1.8 -38 -4 9 -4 4 -9 134.0
9 Consumer energy. . . 4.1 -3 7.0 26.2 -17.3 —14.7 -2 =32 -26 -21 7 83.6
10 Other consumer good .. 1.9 3 6 6 6 -6 o' 2" .0 -3 .1 1449
11 Capital equipment .. .................... 1.3 -1 1.2 —.6 1.2 -23 -1 .3 —4 -2 1 138.1
Intermediate materials
12 Excluding foods and feeds -6 -2 1.0 22 -2.2 ~1.6 -1 -6 -3 -2 2 12
13 Excluding energy......... -3 1 .0 -3 6 3 . 0 0 0 .1 1342
Crude materials
14 Foods .. ... ... o 0 Lol 263 ~13.6 -94 —28.5 -3.1 -9.8 -14' 1.9° 33 -3 -54 LS
15 Energy .. . . o .. 8.5 1.8 18.7 2352 -67.1 -179 ~179' —15.3 -5.2 34 -29 790
16 Other ....................o.. e -14.0 1.8 -2.6 -13 15.2 =30 11" 2" -23 1.2 4 158.1
. Not seasonally adjusted. SOURCE. U.S. Departmeat of Labor, Bureau of Labor Statistics.

2. Figures for consumer prices are for all urban consumers and reflect a rental-equivalence
measure of homeownership.
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2.

16 GROSS DOMESTIC PRODUCT AND INCOME

Billions of current dollars except as noted: quarterly data at seasonally adjusted annual rates

1996 1997
Account 1994 1995 1996
Ql Q2 Q3 Q4 QIr
GROSS DOMESTIC PRODUCT
PTotal ..o 6,935.7 7,253.8 7,576.1 74268 7,545.1 7,616.3 7,716.1 78710
By source
2 Personal consumption expenditures 4.700.9 4,924.9 5,151.4 5,060.5 5,139.4 5,165.4 5,240.3 5,336.0
3 Durable goods ........ 5809 606.4 632.1 625.2 637.6 630.5 635.2 658.9
4 Nondurable goods - 1,429.7 1,485.9 1,545.1 1,522.1 1.544.7 1,546.5 1,566.8 1.593.7
5 Services . . 2,690.3 28326 29743 2913.2 29571 2.988.5 3,038.3 3,083.4
6 Gross private domestic investment . . .. 1,0144 1,065.3 1,117.0 1,068.9 1,096.0 1.156.2 1.146.6 1.204.3
7  Fixed investment ..... ...... 9549 1,028.2 1,101.5 1.070.7 1,088.0 1,119.6 1,127.8 1,149.8
8 Nonresidential R 6672 7385 7911 769.0 7738 807.0 814.5 830.8
9 Structures ....... . ...... 180.2 199.7 2143 208.4 2074 2135 227.8 2325
10 Producers’ durable equnpmem . B . 487.0 538.8 576.8 560.6 566.3 S931.5 586.7 598.3
11 Residential structures . ... .o 2877 289.8 310.5 1.7 3142 312.6 3133 319.0
12 Change in business inventories .. .........c..oouueieureean. .. 59.5 37.0 15.4 -1.7 8.0 36.6 18.8 54.5
13 Nonfarm ......... I 480 39.6 17.3 2.7 1.3 54 19.7 53.9
{4 Net exports of goods and services —94.4 -947 -98.7 ~86. -992 —1202 —89.1 ~99.5
1S EXports ............ « ....... . e 719.1 807.4 855.2 839.5 850.0 8443 887.0 904.5
16 Imports .. ... ... i 8135 902.0 953.9 925.8 949.2 964.5 976.0 1,004.0
17 Government consumption expenditures and gross investment....... ... 1,314.7 1,358.3 1.406.4 1,381.7 1,408.8 14148 1.418.3 1,430.3
18 Federal ............ ... .. .00 oo Lo N 5164 516.6 5231 518.6 529.6 525.5 518.5 5204
19 Stmateandlocal .......... ... 0 L L L . 798.4 841.7 8433 865.1 879.2 889.3 899.8 909.9
By major type of product
20 Final sales, total 6,876.2 72167 7.560.7 7428.6 7,537.1 7,579.6 7.697.4 7.816.5
21 Goods ... ... 2,534.4 2,662.2 2,784.4 2,749.3 2,782.0 2.785.0 2.821.1 28793
22 Durable .. 1.086.2 1,147.3 1.219.6 1,192.1 1,219.1 1,225.5 1,241.7 1,271.2
23 Nondurable 1,448.3 1,515.0 1.564.8 1.557.1 1.562.9 1,559.5 1.579.5 1.608.1
24 Services S L 3,746.5 3.926.9 4,105.2 40279 4,087.0 4,122.0 4,183.8 42333
25 SHUCIUIES .. ..ot 595.3 627.6 671.1 6514 668.0 672.6 692.5 703.9
26 Change in business inventories ....... . ... oien o 595 370 15.4 -1.7 8.0 36.6 18.8 54.5
27 Durable goods . L . 319 349 127 12.3 9.9 347 —-6.0 259
28  Nondurable goods .. .......... 277 22 2.7 - 14.0 -19 2.0 248 28.6
MEMO
29 Total GDP in chained 1992 dollars .. ......................... 6,608.4 6,742.2 6,906.8 6,813.8 6,892.1 6,928.1 6,993.3 7,094.4
NATIONAL INCOME
30 Total ....... ... 5,535.2 5.828.9 6,164.2 6,027.5 6,132.2 6,216.6 6,280.6 6.426.5
31 Compensation of employees ......... . ... ... ...l L 4,009.8 42227 4,448.5 4,344.3 4,4209 44829 4.546.0 4.636.2
32 Wages and salaries .. . 32573 3,433.2 3,630.1 3,540.2 3,606.5 3.659.6 37142 31,7933
33 Government and gmernmem enlerpnses 602.5 621.7 641.2 634.0 638.9 644.6 647.2 655.5
34 Other ........... . ... . 2,654.8 2,811.5 2,988.9 2,906.1 2,967.5 3,015.1 3,067.0 3.137.7
35  Supplement to wages and salaries ............... 7524 789.5 8184 804.1 8144 8233 831.8 8429
36 Employer contributions for social insurance 350.2 365.5 3822 375.0 380.4 384.6 388.8 396.8
37 Other labor income  ........... . .. e . 402.2 424.0 436.2 429.1 434.0 438.6 4429 446.1
38 Proprietors’ mcome! .. ... 4644 486.1 527.3 508.1 524.6 535.6 540.9 549.0
39  Business and professmnal 430.0 458.2 482.6 471.5 480.5 485.5 493.1 503.3
40 Farm! 343 279 44.7 36.6 44.1 50.1 479 458
41 Rental income of persons®  ....... . . Liiieois el . 1121 1.7 115.0 114.5 1124 115.2 117.9 116.8
42 Corporate pmhn 554.1 604.8 670.2 661.2 672.1 677.3 670.1 712.5
43 Profits before tax” 531.2 598.9 639.9 642.2 644.6 635.6 637.1 668 5
44 Inventory valuation adjustment -133 -281 -89 —174 -11.0 2.0 -9.2
45  Capital consumption adjustment 36.2 340 392 364 386 397 42.2 44 4
40 Netinterest ... . ... ... e e e e 3949 403.6 403.3 3995 4023 405.6 4057 4120

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. U.§ Department of Commerce, Survey of Current Business.
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars except as noted; quarterly data at seasonally adjusted annual rates
1996 1997
Account 1994 1995 1996
Q1 Q2 Q3 Q4 Qr
PERSONAL INCOME AND SAVING
| Total persomal income .................oiiiiiiiii 5,762.0 6,112.4 6,449.5 6,304.5 6,409.6 6,498.9 6,584.9 6,698.1
2 Wage and salary disbursements ............ ... ... 3241.8 3,430.6 3,630.1 3,538.2 3,600.5 3,659.6 3716.1 3,791.3
3 Commodity-producing industries ...... 824.9 863.5 902.7 878.7 900.3 911.0 920.9 935.6
4 Manufacturing 621.1 648.4 672.5 654.8 671.8 678.5 685.0 693.6
5 Distributive industries 739.2 783.7 8279 810.5 822.3 8324 846.5 864.3
6  Service industries . L. 1,075.2 1,161.6 1,258.3 1,215.1 1,2449 1271.6 1,301.5 1,336.0
7 Government and government enterprises ...................... 602.5 621.7 6412 634.0 638.9 644.6 6472 655.5
8 Other labor income ............ ..o 402.2 424.0 436.2 429.1 434.0 438.6 442.9 446.1
9 Proprietors’ income' ... .. 464.4 486.1 527.3 508.1 524.6 535.6 540.9 549.0
10 Business and professional’ 430.0 458.2 482.6 4715 480.5 485.5 4931 503.3
i1 Farm . 343 279 447 36.6 44.1 50.1 479 458
12 Rental income of perso 112.1 117 115.0 1145 1124 1152 117.9 116.8
13 Dividends ........... 199.6 214.8 230.6 226.6 2293 2315 2348 240.0
14 Personal interest income . . 663.7 717.1 7382 726.1 733.1 7429 750.5 755.6
15 Transfer payments ............ccoveivrvriernreenaeo.. S 956.3 1,022.6 1.079.7 1.063.0 1.075.6 1,085.1 1,095.0 1.119.9
16  Old-age survivors, disability, and health insurance benefits ... ... 4729 507.4 539.1 5299 536.3 541.7 548.2 562.2
17 LESS: Personal contributions for social insurance ........... .. .. 278.4 294.5 307.5 301.0 305.8 300.7 3134 3208
18 EQUALS: Personal income ........ ... ... 5.762.0 6,112.4 6.449.5 6.304.5 6.409.6 6.498.9 6.584.9 6.698.1
19 LEss: Personal tax and nontax payments ...................... 7314 794.3 863.8 8249 870.6 872.5 887.2 918.6
20 EQUALS: Disposable personal income  ..................... ... 5.030.6 5,318.1 5,585.7 5479.6 5.539.0 5.626.4 5,697.7 5.779.5
21 LESS: Personal outlays ..................... oL 4.8323 5071.5 5314.0 5,218.1 5.300.7 5.329.8 5,407.5 5,505.3
22 EQUALS: Personal saving ............ .o 198.3 246.6 271.6 261.5 2383 296.6 290.2 2741
MEMO
Per capita (chained 1992 dollars)
23 Gross domestic product ... .. ..o 25,348.8 25,625.9 26,014.5 2577514 25,988.4 26,065.0 26,251.3 26.580.6
24 Personal consumption expenditures o 17,158.2 17,399.6 17,667.3 17,570.2 17,675.7 17,657.9 17,764.8 17,976.6
25 Disposable personal income . ............. ..o 18,362.0 18.789.0 19,158.0 19.028.0 19.053.0 19.233.0 19.315.0 19.471.0
26 Saving rate {PErCeNt) . .........vevenriernain s 3.9 4.6 4.9 4.8 43 5.3 5.1 4.7
GROSS SAVING
27 Gross SAVING .. ... ... ... 1,055.9 1,152.3 1,275.9 1,2184 1,245.0 1,314.6 1,325.7 1,369.6
28 Gross private saving .. ...t 1,006.3 1,072.3 1.161.0 1,1343 1,122.1 1.196.7 1.190.6 12053
29 Personal saving ......... . ... ... 198.3 246.6 271.6 261.5 2383 296.6 290.2 274.1
30 Undistributed corporate profits' 147.8 158.7 1929 187.9 192.6 198.6 192.5 212.1
31 Corporate inventory valuation adjustment —~133 —28.1 -89 —-17.4 -11.0 2.0 9.2 -4
Capital consumption allowances
32 COIPOTALE ..\ttt ettt e e e 4164 435.9 4579 449.6 454.7 461.1 466.1 4714
33 Noncorporate 228.3 228.5 238.6 2335 236.5 240.5 243.7 2458
34 Gross OVEIMMENt SAVING . ..o vvvvvire et 49.6 80.0 t15.0 84.1 1229 117.8 1350 1643
35 Federal .................. -119.6 ~87.9 —54.6 —82.0 —54.1 —48.4 —34.0 -10.1
36 Consumption of fixed capital .. 70.6 738 725 732 72.6 723 719 722
37 Current surplus or deficit (—), national accoun e -190.2 -161.7 -127.1 —-155.2 —126.7 —120.8 —105.9 —82.3
38 Stateandlocal ............ .. 169.2 167.9 169.6 166.1 177.0 166.3 169.0 174.4
39 Consumption of fixed capital ................ ... .. ... ... 69.4 729 76.6 75.1 76.0 771 78.1 79.0
40 Current surplus or deficit (—), national accounts. .. ............. 99.7 95.0 93.0 91.0 101.0 89.2 90.9 95.3
41 Gross investment ............ ... ..o 1.090.4 1.150.9 1,200.8 1.167.9 1.187.0 1.215.9 1,2325 1,2741
42 Gross private domestic INVESUMENL <. v ven v e e e e 1,144 1,065.3 1,117.0 1.068.9 1.096.0 1,156.2 1,146.6 1.204.3
43 Gross government investment - 2123 221.9 2334 228.8 235.1 2342 2353 234.6
44 Net foreign investment .. ............ooviiiiiiiiiiiiii .. —136.4 -136.3 —-149.5 —-129.9 —144.2 —174.6 -149.4 —164.7
45 Statistical discrepancy. . .......... ... 345 ~L.5 —75.1 —50.6 —58.1 —98.7 -93.2 —95.4

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. U.S. Department of Commerce, Survey of Current Business.
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3.10 US. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data seasonally adjusted except as noted'

1996" 1997
Item credits or debits 1994 1995" 1996"
Ql Q2 Q3 Q4 QP
1 Balance on current account. .. ............ ..o —133,538 —129,095 — 148,184 —32,884 -35,585 ~42,833 —36.874 —40,966
2 Merchandise trade balance® .. ......... . S| 166,192 —173,560 -191,170 —42,925 -47,562 -52,493 —438.190 —49,787
3 Merchandise exports . A . 502,398 575.871 612,069 150,048 153,411 150,764 157.846 162,527
4 Merchandise imports . . — 668,590 —749.431 —803.239 —192,973 —200,973 —203,257 ~206.036 —212,314
5 Military transactions, net. . 1,874 3,866 3.786 485 1,214 792 1,295 518
6 Other service transactions, net .. ............... . 59,902 67,837 76,344 17,901 18,569 19,185 20,697 20,152
7 Investment income, net....... e . L. 9,723 6,808 2,824 2.061 883 ~1,370 1.250 -3,140
8 US governmentgrants....................... ... —15,671 —11,096 —14933 —4.321 —2,423 —2,690 -5499 ~2,162
9 US. government pensions and other transfers..... . . —4,544 —3,420 -4.331 ~1.136 —1,081 — 1,064 —-1.050 =1 098
10 Private remittances and other transfers. . . —18,630 -19,530 —20,704 -4.949 ~5.185 -5.193 -5.377 —5.449
Il Change 1n US. government assets other than official
Teserve assets, net (increase, —). e -352 —549 - 690 -210 -358 162 —284 31
12 Change n U.S. official reserve assets (increase. —) 5,346 —-9.742 6.668 17 —523 7489 -315 4,480
13, Gold. ......... i 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs)...... . ..., -441 —808 370 -199 -133 848 —146 72
15 Reserve position in International Monetary Fund . 494 ~2,466 —1.280 —849 —220 —183 -28 1,055
16 Foreigncumencies.................... ..... 5,293 —6.468 7.578 1.065 ~170 6,824 - 141 3,353
17 Change in U.S. private assets abroad (increase, —)............... -165,510 —-296,916 ~358.422 —70,575 —48.817 —85,193 —153.837 —104,298
18 Bank-reported claims®. .. ... ... ..., .. —4,200 —75,108 —98,186 1.868 192 —33,589 —66.657 —56.560
19 Nonbank-reported claims .. ... -31,739 —34,997 —64,234 —15,778 —5,047 —17,294 -26.115 Lo
20 U.S. purchases of foreign securmes ne o —60,309 -100,074 — 108,189 —34,455 —20,328 —23,206 —30.200 -14.510
21 US. direct investments abroad, net. .. ......... ... —69,262 —86.737 —87,813 —22,210 ~23,634 —11,104 ~30.865 —24,628
22 Change in foreign official assets in United States (increase. +).......... 40,385 110,729 122,354 52,014 13,154 24,089 33.097 28,337
23 US. Treasury securities. . .................... e 30,750 68,977 111,253 55,600 —3,383 25472 33,564 23,107
24 Other US. government obligations 6,077 3.735 4381 52 1,258 1,217 1.854 651
25 Other US. government liabilities 2,366 744 720 -143 -204 907 160 3717
26 Other US. liabilities reponed by US. banks® ..... J 3,665 34,008 4,722 —~3.284 14,198 —1,922 —4.270 7.489
27 Other foreign official assets’ e —2,473 3,265 1,278 =211 1.285 —1,585 1.789 —3.287
28 Change in foreign private assets m United States (increase, +) ... . . 256.952 340,505 425.201 36,219 92,960 134,540 161.482 130,530
29 US. bank-reported liabilities™ ... ............ e 104,338 30.176 9.784 —33,535 2319 2.040 38,960 18,894
30 US. nonbank-reported liabilites. . e e e -7,710 34.588 31,786 6,800 7,288 20.610 -2912
31 Foreign private purchases of U.S. Treasurv segurme@ net..... . 34,274 99.548 155,578 11,832 31,212 43402 67.338 S
32 Foreign purchases of other U.S. securines. net .......... B 56,971 96,367 133,798 36,475 29,761 35.115 32447 38,738
33 Foreign direct investments in United States, net .. ..., .. .. - 45,679 67,526 76.955 15,877 17,440 25,977 17.661 21,700
34 Aliocation of special drawing rights. ... ... . . 0 0 0 0 0 4] 0 0
35 DisCrepancy .................. —3.283 ~14,931 —46.927 15,419 —20,831 ~38,254 —3.269 — 18,114
36 Due to seasonal adjustment. . .. . 6,228 -1,076 ~7,830 2.669 7,325
37  Before seasonal adjustment —3.284 ~14,931 -46,926 9,191 —19.755 —30,424 —5.938 —25,439
MEMO
Changes in official assets
38 U.S. official reserve assets (increase, —) ........ ....convveonn. 5,346 —9,742 6,668 17 —523 7,489 -315 4,480
39 Foreign official assets in United States, excluding line 25
(INCTEASE, +) ..ot 38,019 109,985 121,634 52,157 13,358 23,182 32937 27,960
40 Change in Organization of Petroleum Exporting Countries official
assets in United States (part of line 22) . . . . . . ..... -1,529 4,239 12,278 ~1.539 5.239 5,263 3315 6,717
|. Seasonal factors are not calculated for lines 12-16, 18-20, 22-34, and 38-40. 4. Associated pnmanly with military sales contracts and other transactions arranged with
2 Data are on an international accounts basis. The data differ from the Census basis data, or through foreign official agencies.
shown tn table 3.11, for reasons ot coverage and tumung. Military exports are excluded from 5. Consists of mvestments in US corporate stocks and n debt securiues of private
merchandise trade data and are included in line 5. corporations and state and local governments.
3. Reporting banks include all types of depository mstitunions as well as some brokers and SOURCE. U.S Depariment of Commerce, Bureau of Economic Analysis, Survey of Current

dealers. Business.
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3.11 U.S. FOREIGN TRADE'

Millions of dollars: monthly data seasonally adjusted

1996 1997
Ttem 1994 1995 1996
Nov. Dec. Jan. Feb. Mar. Apr. May?
1 Goods and services, balance . -104,416 [ —101,857 | —111,040 -7.665 —10.601 —11.474 -9,884 -7,755 -8,746 —10.230
2 Merchandise  ........ o -166,192 | —173.560 | —191,170 — 15,176 —-17.695 -18,148 —16,761 —14,877 —15.527 ~ 17,043
3 Services .. . . . . ..., 61,776 71.703 80,130 7511 7.094 6.674 6,877 7,122 6,781 6813
4 Goods and services, exports . . ... .. ... 699,646 794,610 848,833 73,969 72,444 71,957 74,370 78,193 77.887 77,236
5 Merchandise. AN . . 502,398 575,87t 612,069 53,209 52,133 51,686 53.687 57,155 57,162 56,349
6 Services ... 197,248 218,739 236,764 20,760 20.311 20,271 20.683 21,038 20,725 20.887
7 Goods and services, imports. . ........ —-804.062 —896.467 —959.873 —81,634 —83.045 —-83.431 —84,254 ~85,948 ~86,633 —87.466
8  Merchandise. .......... . . —668.590 | -749.431 —803.239 —68,385 -69.828 -69.834 —70,448 -72.032 —~72,689 -73.392
9 Services ... L S| ~135472 | —147.036 | -156.634 - 13249 -13217 —13.597 -13.806 -13916 —13944 —14.074
1. Data show monthly values consistent with quarterly figures in the U.S. balance of SOURCE. £T900, US. Depariment of Commerce, Bureau of the Census and Bureau of
payments accounts. Economic Analysts.
3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period
1996 1997
Asset 1993 1994 1995
Nov. Dec Jan. Feb. Mar Apr. May JuneP?
I Total. ...... ............. ... ... 73,442 74,335 85,832 75444 75,090 68,200 67,482 67,222 65,873 68,054 67,813
2 Gold stack, ncluding Exchange
Stabilization Fund!, .. e 11,053 11,051 11,050 11,049 11.049 11,048 11,051 11.050 11,051 11,051 11.050
3 Special drawing nghts®*. ... ... 9,039 10,039 11,037 10,386 10,312 9,793 9,866 9,879 9,726 10,050 10,023
4 Reserve position in International Monetary
Fund” 11,818 12,030 14,649 15516 15,435 14,372 14,037 13.846 13.660 13,805 13,805
S Foreign currencies® ... ... .. ... 41,532 41,215 49,096 38,493 38,294 32,987 32,528 32,447 31,436 32,935 32,935
I. Gold held “under earmark™ at Federal Reserve Banks for foreign and international SDR holdings and reserve positions in the IMF also have been valued on this basis since July
accounts is not included in the gold stock of the United States; see table 3.13, line 3. Gold 1974,
stock is valued at $42.22 per fine troy ounce. 3. Includes allocations of SDRs by the International Monetary Fund on Jan. | of the vear
2. Special drawing rights (SDRs) are valued according to a technique adopted by the indicated, as follows: 1970—$867 million; 1971—$717 million; 1972—%710 million; 1979—
International Monetary Fund (IMF) in July 1974. Values are based on a weighted average of $1,139 million; 1980—$1,152 million; 1981—%$1,093 million: plus net transactions in SDRs.
exchange rates for the currencies of member countries. From July 1974 through December 4. Valued at current market exchange rates.

1980, sixteen currcncies were used, since January 1981, five currencies have been used. U.S

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS'

Millions of dollars, end of period

1996 1997
Asset 1993 1994 1995

Nov. Dec. Jan. Feb. Mar. Apr. May JuneP

| Deposits . ... e 386 250 386 170 167 167 229 16 169 176 178

Held n custody

2 US. Treasury securitics™........ ......... 379,394 441,866 522,170 634,165 638,049 646,130 662,375 672,059 668,536 662 652
3 Earmarked gold® .. coe . 12,327 12,033 11,702 11,198 11,197 11,197 11,175 11,034 10,944 10,868 10,794
1. Excludes deposits and U.S. Treasury securities held for international and regional 3. Held r foreign and international accounts and valued at $42.22 per fine troy ounce, not

organizations. included in the gold stock of the United States.
2 Marketable US Treasury bills, notes, and bonds and nonmarketable US Treasury
securities, 1n cach case measured at face (not market) value.
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3.15 SELECTED US. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1996 1997
Item 1994 1995
Nov. Dec. Jan. Feb." Mar." Apr. MayP
TTotal. .. o 520,934 630,918 737,534 | 752,663" 762,914 771,952 781,076 777,340 782,155
By type N
2 Liabilines reported by banks in the United States™ ...... ......... 73.386 107,394 107.072" 112,182 119.641 116,672 119,880 117,337 125,434
3 US Treasury bills and certificates™ . . . ....... ... 139,571 168,534 197.692 193,435 188,076 191,090 191,548 183,628 176.268
U.S. Treasury bonds and notes
4 Marketable. ... ......... L 254,059 293,690 366,903 380.565 388,396 398,519 405.625 412,977 416,404
5 Nonmarketable*. . ... .. .. R 6,109 6,491 5,929 5,968 6,007 6,043 6,084 5,692 5,730
6 U.S. securities other than U.S. Treasury securities” ....... 47,809 54,809 59,938' 60,513" 60,794 59,628 57,939 57,706 58,319
By area
7 EuropeI 215,374 222 406 250.873" 253,099 262,055 260,962 264,919 264,631 265.724
8 Canada 17.235 19,473 21.360 21,343 21,151 21,237 21,997 19,677 20.196
9 La;in Amertca and Caribbean 41,492 66.721 76,977 81,807 77,411 79,332 80,231 77,024 82,142
10 Asia. .. 236,824 311,016 375,320 383,107" 390.803 399,294 401.098 403,526 402,102
11 Africa . . . 4,180 6,296 7.034 7.379 6.717 7,411 7.908 s 8.643
12 Other countries ... ... .. . . ..o 5,827 5004 5.968 5.926 4,775 3714 4,921 4715 3,346

1. Includes the Bank for International Settlements.

2. Principally demand deposits, time deposits, bankers acceptances, commercial paper,
negotiable time certificates of deposit, and borrowings under repurchase agreements.

3. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes current value of
zero-coupon Treasury bond issues 1o foreign governments as follows: Mexico, beginning
March 1988, 20-yeur maturity issue and beginning March 1990, 30-year maturity issue,

Venezuela, beginning December 1990, 30-year maturity issue; Argentina, beginmng April
1993, 30-year maturity issue.

5. Debt securities of U.S. government corporations and federaily sponsored agencies, and
U.S. corporate stocks and bonds.

SOURCE. Based on U.S. Department of the Treasury data and on data reported to the
department by banks (including Federal Reserve Banks) and securities dealers in the United
States. and on the 1989 benchmark survey of foreign portfolio investment in the United
States,

3.16 LIABILITIES TO, AND CLAIMS ON, FOREIGNERS Reported by Banks in the United States'

Payable in Foreign Currencies

Millions of dollars. end of period

1996 1997
Item 1993 1994 1995

June Sept. Dec.' Mar”
I Banks’ liabilities . .. .. ... . o s 78,259 89,258 109,713 111,651 111,140 103,383 109,205
2 Banks’ claims ... .. - . R 62,017 60,711 74,016 65,825 68,120 66,018 72,589
3 Deposits.. ... 20,993 19,661 22,696 20.890 24,026 22,467 24,542
4  Otherclaims ................. N 41,024 41,050 51,320 44935 44,094 43,551 48,047
5 Claims of banks™ domestic customers™ ..... .......... .. ..., 12,854 10.878 6.145 7.554 7,390 10,978 9,357

1. Data on clums exclude foreign currencies held by U.S. monetary authortties.

2. Assets owned by customers of the reporting bank located in the Umited States that
represent claims on foreigners held by reporting banks for the accounts of the domestic
customers.



3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'

Payable in U.S. dollars

Millions of dollars. end of period
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1996 1997
Item 1994 1995 1996
Nov. Dec Jan. Feb. Mar. Apr. May?
BY HOLDER AND TYPE OF LIABILITY
| Total, all foreigners. .. ........................... 1,014,996 | 1,099,549 | 1,137,751 | 1,116,7277 | 1,137,751% | 1.135,724" | 1,158,680" | 1,154,115" | 1,163,210 | 1,176,138
2 Banks’ own liabilities 718,591 753,461 759,026" 740,950 759,026 765,212° 782,714" | 782,843° 796.522 812,041
3 Demand deposits. . 23,386 24,448 27,034 27,637 27,034 26,228 25,084 28.061° 29,743 26,614
4 Time dep(’Sl!SZ 186,512 192,558 188,000 191,907 188,000" 187,268" 190,257" 189.871° 183,855 184,467
5 Other' 113,215 140,165 142,464" 144,308° 142,464" 158,324" 161,313° 151.397° 161,326 161.493
6 Own foreign offices* 395,478 396,290 401,528 377,098" | 401,528 393392 406,060 413514 421,598 439467
7 Banks’ custodial labilities® ... .. ......... .. ... ... . 296,405 346,088 378,725 375777 378,725 370,512 375,966 371272 366,688 364,097
8 US Treasury bills and certificates®. . ... .. ...... 162,938 167.355 220,575 225,046 220,575 214,727 217.817 218.271 211,148 200,983
9  Other negotiable and readily transferable
MSTUMENtS . .. L L 42,539 52,200 64,040 54,568 64,040 62,971 59,668 55,843 59,341 64,500
10 Other........ocooiiiiin i oonns RN 90,928 96,533 94,110 96.163 94,110 92,814 98,481 97,158 96,199 98,614
11 Nonmonetary international and regional orgamzauonsg. . 8,606 11,039 13,864 14,772 13,864 14,849 14,626 12,192 13,039 12,601
12 Banks’ own liabilities. .. ................. . . ... 8,176 10,347 13,355 13,434 13,355 14,170 14,297 11,793 12,787 12,406
13 Demand deposits. . 29 21 29 46 29 35 51 49 30 16
14 Time deposlts .. 3,298 4,656 5,784 4,906 5,784 5,792 5,035 6,952 5,238 5,195
15 Other’ ... . 4,849 5,670 7,542 8,482 7.542 8,323 9,21t 4,792 7.519 7,195
16 Banks' custodial liabilities® .......,........ .. ... 430 692 3509 1,338 509 679 329 399 252 195
17 U.S. Treasury bills and certificates®. . . . . . . 281 350 244 1,088 244 494 219 226 154 102
18 Other negotiable and readily transferable
instruments’. ... ..o L Lo 149 341 265 226 265 185 110 158 98 88
19 Other..................... ... e 0 24 0 0 0 15 0 5
20 Official nstitutions’ 212,957 275,928 305,617 304.764" 305,617 307,717" 307,762" 311,428 300,965 301,702
21 Banks' own liabilities. ... ... 59,935 83,447 79,406 82,715" 79406 88,190" 87,317 90,700° 86,794 92.697
22 Demand deposits. . . . 1,564 2,098 1,511 2,180 1501 1,290 1,378 2,390 2345 1,982
21 Time deposits” 23511 30717 33.336" 34.826" 33.336 32,646 34457 32.691° 33428 36,502
24 Other? . 34,860 50,632 44,559 45.709" 44,559" 54,254" 51.482" 55.619' 31,021 54,213
25 Banks' custodial liabilities® . ......,.... . . . 153,022 102,481 226.211 222,049 226,211 219,527 220,445 220,728 214,171 209,005
26 US Treasury bills and certificates® . . ..., 139.571 168,534 193,435 197.692 193,435 188,076 191,090 191,548 183,628 176,268
27 Other negotiable and readily transferable
instruments’, ... 0L o 13,245 23,603 32,350 24,000 32,350 31,291 29,008 28,797 30,396 32,485
28 Other . ... ... . 206 344 426 357 426 160 347 383 147 252
20 Banks'" ... 678,532 691.412 | 6809237 | 667,620°| 680,923" | 660,225' | 683,142 | 687,846 700,336 709,772
30  Banks’ own liabilities. . ... e 563,617 567,834 562,912" 547,026" 562,912 553,650' 562,652" 567,821" 580,209 591,313
31 Unaffiliated foreign banks. . . .. 168,139 171,544 161,384" 169,928" 161,384 160,258" 156,592" 154,307 158,611 151.846
32 Demand deposits. . ........ . . 10,633 11,758 13,692 13,304 13,692 12,898 11,642 13,360" 14,909 12,957
33 Time deposi152 P e 111,171 103,471 90.811" 94,175" 90,811" 90,123" 89,723 88,784" 83,540 81,595
34 Other” ........ . . 46,335 56,315 56,881" 62,449" 56,881" 57.237 55,227 52,163" 60,162 57,294
35 Own foreign offices™. . ...................... .. 395,478 396,290 401,528 377.098" | 401,528 393,392 406,060 413,514 421.598 439,467
36 Banks' custodial liabilities® ........ .. 114,915 123,578 118,011 120,594 £18,011 115,575 120,490 120,025" 120,127 118,459
37 U.S. Treasury bills and certificates®. . 11,264 15,872 13,886 14,227 11,886 13,969 13,289 13,996 14,177 11.223
38 Other negonable and readlly transferable
instruments’. L. e 14,506 13,035 12,321 13.295 12,32t 11,142 11,210 11,204 12,169 14,423
39 Other................ ... .. . o 89,145 94,671 91,804 93,072 91.804 90,464 95,991 94.825" 93,781 92813
40 Other foraigners . . B N 114,901 121,170 137.347° 1295717 137,47 143933 153,150 142 649° 148 870 152,063
41 Banks’ own ]lﬂblllllﬂ 86,863 91,833 103.353 97,775" 103,353" 109,202° 118.448" 112, <"9' 116,732 115625
42 Demand deposits. . 11,160 10,571 11.802 12,107 11,802 11,985 12,013 12,459 11,659
43 Time deposits’ S 48,532 53,714 58,009" 58.000 58,069" 58,707 61,042 444 61,649 61,175
44 Other' ......... . 27,171 27,548 33,482" 27.668" 33,482 38,510 45,393" 38, 8"1’ 42,624 42,791
45 Banks’ custodial liabilities® .. ..... ...... ... NN 28,038 29,337 33,994 31,796 33,994 34,731 34,702 30,120 32,138 36,438
46 U.S. Treasury bills and certificates® . EN 11,822 12,599 13,010 12.039 13,010 12,188 13,219 12,501 13,189 13,390
47 Other negotiable and readily transferable
instruments’. ... ... . o o o e 14,639 15,221 19,104 17,047 19.104 20,353 19,340 15.684 16,678 17,504
48 Other............. i 1,577 1,517 1,880 2,710 1.880 2,190 2,143 1,935 2271 5,544
MEMO
49 Negotiable time certificates of deposit in custody for
foreigners. . ........ ... .. . il Lo 17,895 9,103 9.934 10,540 9,934 9,035 8,745 9,332 10,658 10916

I. Reporting banks include all types of depository nstitutions as well as some brokers and
deulers. Excludes bonds and notes of maturities longer than one year.

2 Excludes negotiable time certificates of deposit, which are included in *“Other negotia-
ble and readily transferable instruments.”

3. Includes borrowing under repurchase agreements.

4. For U.S. banks, includes amounts owed to own foreign branches and foreign subsidiar-
1es consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory
agencies. For agencies, branches, and majority-owned subsidianes of foreign banks, consists
principally of amounts owed to the head office or parent foreign bank, and to foreign
branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.

5 Financial claims on residents of the United States. other than long-term securities, held
by or through reporting banks for foreign customers,

institutions of foreign countries.

deposit.

American Development Bank, and the Asian Development Bank. Excludes
dollars™ of the International Monetary Fund
9. Foreign central banks, foreign central governments, and the Bank for International
Settlements.

10. Excludes central banks, which are included in **Official institutions.”

6. Includes nonmarketable certificates of indebtedness and Treasury bills issued to official
7. Principally bankers acceptances, commercial paper. and negotiable me certificates of

8. Principally the International Bank for Reconstruction and Development, the Inter-
“holdings of
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States'—Continued

1996 1997
Item 1994 1995 1996
Nov. Dec. Jan. Feb. Mar. Apr. May?
AREA
50 Total, all foreigners. ............................. 1,014,996 | 1,099,549 | 1,137,7517 | 1,116,727 | 1,137,751" | 1,135,724" | 1,158,680" | 1,154,115" | 1,163,210 | 1,176,138
51 Foreign countries ............................... 1,006,390 1,088,510 | 1,123,887° | 1,101,9557 | 1,123,887 | 1,120,875 | 1,144,054" | 1,141,923" | 1,150,171 | 1,163,537
52 BEurope. . 390,869| 362.819| 3683807 381,233" [ 3683807 | 379,641' [ 379,566" | 374943 | 374977 | 376,405
53 Austria . 3,588 3,537 5,101 6,250 5,101 4,794 4,010 4,589 3,069 3,337
54 Belgium and Luxembourg ................... . 21,877 24792 23,576 21,006 23576 22,842 23,537 22,107 18,764 20,896
55 Denmark . ... . 2,884 2,921 2,450 2,790 2450 2,213 1,594 1.692° X 1,974
56 Finland.. ... . 1,436 2,831 1,463 1,557 1,463 1,583 1,338 1,017 1,747 953
57  France .. e 44365 39218| 34,365 40,021 34,365 34,558 35,457 34,861 40227 38.444
58 Germany .. 27,109 24,035 24,554 21,650 24,554 24,871 24,142 254107 25,697 26,000
59 Greece .. 1,400 2,014 1,810 2,222 1,810 2,080 1,930 2,392 1,740 2,269
60 Italy...... 10,885 10,868 10,701 10,262 10,701 10,366 10,610 8,676" 9,419 9,660
61  Netherlands . 16,033 13,745 10,995 11,132 10,995 9.760 10,946 11,008 11,975 8,625
62 Norway ... 2,338 1,394 1,288 1,882 1,288 1,860 1.538 1,896" 1357 1,121
63 Portugal. 2,846 2,761 1,865 1,723 1,865 1,741 1,661 1756 1,995 1,828
64  Russia 2,726 7,948 7,571 8215 7,571 7,160 6,819 7771 7.863 9,531
65 Spain...... 14,675 10,011 169207 18,227°)  16,920"] 204107 17,963 18,790¢ 17,674 15,005
66 Sweden ... ... 3,004 3,246 1,291 1,656 1,291 2,226" 1,483" 1,882° 2,190 1,600
67  Switzerland . . . 40,724 43625 442147 379797 442147 43266 46,681 43315 41,803 43,674
68 Turkey......... 3,341 4,124 723 7,311 6,723 7,051 6,748" 7176 6,585 6,742
69  United Kingdom .. 163733 139,183| 151.416"| 165.845° | 1514167 | 157.412" | 1573207 | 154,181 | 156,666 | 160.957
70 Yugoshviall . L .. 245 177 206 232 206 212 239 248 266 324
71 Other Europe and other former US.SR./ ..., .. ... 27,770 26,389 21,871 212737 21871 25,236 25,550 26176 24,293 23,465
72 CANAAR. . 24,768 30,468 | 38,111 33,035 38.111 34,830 33,985 37,118 39.575 37.554
73 Latin America and Caribbean ...................... 423847( 440213 | 4657337 | 438,573 | 465,733 | 4554577 | 4726007 | 464.169° | 476,680 | 490,788
74 Argentina................ . . 17,203 12,235 13,794 13,860 13,794 16,475 17,018 16,739 14,057 16,379
75  Bahamas | 104014 94,991 | 88,304 91,494 88,304 90,460 98,120 89,417 | 104,831 | 100,081
76  Bermuda . . 8,424 4,897 5,209 6,443 5,299 5,103 8,803 8.196 7,197 6,265
77 Brazil.......... . 9,145 23797 27.6627|  26919°| 27662 | 22467 | 233858 | 23,693 23,373 25,325
78  British West Indies . | 229,599 239,083 | 250,786"| 226,502 | 250,786" | 244,633 | 248571 | 253,685 | 250,187 | 265943
79 Chile ............ . 3,127 2,826 2915 2728 2,915 2,987 3,459 3278 3,117 ,239
80  Colombia . 4,615 3,659 3,256 2.838 3,256 2,791 2,855 2,807 3,165 2.776
81 Cuba 13 8 21 18 21 19 19 19 52 54
82  Ecuador. 875 1,314 1,767 1,574 1,767 1,617 1,633 1,484 1,469 1,608
83 Guatemala . . 1,121 1276 1.282 1.235 1,282 1.348 1,410 1378 1,514 1,457
84 Jamaica ........................... . 529 481 628 564 628 576 576 585 525 472
85  MeXiCO. ...\ it . 12,227 24,560 31,230 27,981 31,230 27,139 27,442 26,594 27,718 27,908
86  Netherlands Antilles................. . 5217 4,673 5,977 4437 5977 6,401 6,085 3474 5334 3,678
87 Panama ........... . . 4551 4,264 4,077 4,002 4077 3,849 4,135 3,847 3,711 4,005
88  Peru.... . 900 974 834 942 834 967 917 926 881 1,098
89  Uruguay. . . 1,597 1,836 1.888 1.753 1,888 1915 1,857 1,843 1,756 2,063
90  Venezuela ...................... .. 13.986 11,808 17,361 17,377 17,361 18,119 18,125 18,454 18,968 18.897
91 Oter....ooiii e 6,704 7,531 8,652 7,906 8.652 8,591 7,717 7.750 8,825 9,540
92 ASIA. ..t 154346 240,595 | 236,673"| 233,728"| 236,673 | 236,404" | 244473 | 250,688 | 242,309 | 244,183
China

93 Mainland .. ... ... 10,066 33750 304387 29,4077  30438"| 27914" [ 31,631" | 31370 28,580 29,432
94 Taiwan. . ... . 9.844 11,714 15990 166117 15990 16.680° | 15619" | 15796 14,669 12,441
95 Hong Kong . .. 17,104 20,197| 18,736 | 18707 | 18,736"| 19,8667 | 20,0627 | 20,106 18,942 19,375
96 India......... ... o~ 2,338 3,373 3,930° 3,825 3,930° 4,323 4,746" 5,430" 4,756 4,368
97 Indonesia.......................... . 1,587 2,708 2,297 2401 2,297 2,159 2,473 2,672 2,441 2,788
98 Istael ... e 5,157 4,041 6,042 72 6,042 6,597 ,19 5,955 6,082 6,400
99 Japan............................. . 62,981 109,193 1070127 103,678"| 107.012°| 106419 | 108,703" | 116054 | 114927 | 114,666
100  Korea (South) . . . 5,124 5,749 5,949" 5,843" 5,949° 6,056" 6,257" 6,545" 7,153 7,851
10t Philippines. . . . 2714 3,092 3,378 3,264 3,378 2,340 2,437 2,389 2335 2,387
102 Thailand...... .................. 6,466 12279 10912 12,729 10912 9,873 10,752 9,394 10,361 7,808
103 Middle Eastern oil-exporting countries' .. 15,494 15,582 14,303 13,145 14,303 12,924 12,767 13,408 13,826 13,972
104 Other ..o 15471 18917 17,686 | 18,395 17.686" | 21,253" | 22.829" | 21,569 18,237 22,695
105 AFFCA. ..ot 6,524 7.641 8,063 7,671 8.063 8.443 8,110 8,536 9,011 9,824
106 Egypt... . 1.879 2,136 2,012 1,901 2,012 1,933 2,033 2,001 2,056 2,248
107 Morocco . . 97 104 112 66 112 11 97 107 129 91
108 South Africa . . 433 739 458 641 458 610 720 827 784 2.004
109 Zaite .............i i . 9 10 10 10 10 5 7 9 4 9
110 Oil-exporting countries'* . . . 1,343 1,797 2,608 2,384 2,608 3,005 2,467 2931 3,344 2,731
IR ¢ T O 2763 2,855 2,863 2,669 2,863 2,689 2,786 2,661 2:694 2,741
P12 Other . oot 6,036 6,774 6,927 7,715 6,927 6,100 5,320 6,469" 7,619 4,783
113 Australia . . 5.142 5,647 5,468 6,196 5,468 4,866 4,072 5,008" 6,370 3411
114 Other .. ..ottt 894 1,127 1,459 1,519 1,459 1,234 1,248 1,371 1,249 1,372
115 Nonmonetary international and regional organizations. . . 8,606 11,039 13,864 14,772 13,864 14.849 14,626 12,192 13,039 12,601
116 International ™. ... .. .. . ... .. 7,537 9,300 11,991 12,974 11,991 13.230 13,000 10,272 11,671 10,927
117 Latin American regional '® . 613 893 1,339 1,172 1,339 1,103 1,220 1,459 1,050 1,435
118  Other regional'” ... ... ... . .o0iiiiiii 456 846 534 626 534 516 406 461 318 239

11. Since December 1992, has excluded Bosnia, Croatia, and Slovenia.

12. Includes the Bank for International Settlements. Since December 1992, has
included all parts of the former U.S.S.R. (except Russia), and Bosnia, Croatia, and Slovenia.

13. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).

14. Comprises Algeria, Gabon, Libya, and Nigeria.

for International Settlements, which is included in “Other Europe.”

15. Principally the International Bank for Reconstruction and Development. Excludes
“holdings of dollars™ of the International Monetary Fund.
16. Principally the Inter-American Development Bank.
17. Asian, African, Middle Eastern, and European regional organizations, except the Bank
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States!
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Area or country 1994 1995 1996
Nov. Dec. Jan. Feb. Mar." Apr. May?
) Total, all foreigners. ... .......... . . ........ . 485,432 532,444 | 600,676" | 574,906 | 600,676 | 607,491 | 633,662° | 636,629 641,072 632,400
2 Foreign countries .............. .. ... ........... 480,841 530,513 | 598,072" | 573,433" | 598,072" | 605,719" | 631,407° | 635,123 638,784 630,068
JEUrope ... . .. e 124,124 132,150 166,489" 168,794 166,489" 178,480" 193,227° 204,792 183,019 195,970
4 i . S 692 565 1,662 1,097 1,662 1,643 1,284 1.811 1,541 1.440
5 6.923 7,624 6,727 6,403 6,727 7,611 6,855 8,439 8,054 8,017
6 1,129 403 492 651 492 678 571 546 888 924
7 512 1,055 971 1,228 971 1,144 976 1,684 1,194 1,121
8 12,149 15,033 15,246 12,198 15,246 18,111 20,576 24929 15,306 17,492
9 7,623 9,263 8472 7.190° 8472 9,659 9,077 11,971 9,537 9,059
10 AN . N 604 469 568 571 568 636 530 758 453 477
11 y . NN R 6,044 5,370 6,457 5,957 6,457 5419 5,587 6,427 6,166 6,478
12 Netherlands NN o 2,960 5,346 7,080 7,350 7.080 8,119 8,658 7,616 8,866 8,190
13 Norway ..... . o 504 665 808 1.894 808 1.058 766 1,226 846 1,199
14 Portugal . . 938 888 418 341 418 420 310 421 326 306
IS Russia...... . L B 973 660 1,669 1,533 1,669 1.673 1,704 2,028 1,799 1.881
16 Spain .. . .. A S 3.536 2,166 321 4,181 3210 6,507 5.407 6,633 6,301 5,854
17 Sweden ... .. N .. 4,098 2,080 2,673 2,882 2,673 2,013 2,314" 2,311 1,942 1,870
18  Switzerland ................. .. 5,747 7474 19,798 18,076" 19,798 21457 25,258 20,855 21,301 24,574
19  Turkey ......... . RN 878 803 1,109 1,131 1,109 1,029 1,221 1,236 1,216 1,306
20 United Kingdom ......................... . .. 66,863 67,784 85,057 92,143 85,057 86,711 96,988 99,131 90,823 101,242
21 Yugoslavia. ....... ... ... .. el o 265 147 115 112 115 108 107 87 78 79
22 Other Europe and other former USSR ... ... .. .. 1.686 4,355 3,956" 3,856 3.956" 4,484 5,038 6,586 6,382 4,461
23 Canada ........... ...l oo 18,490 20,874 26,436 22,013 26,436 26,348 27.881 35,772 33,569 31,326
24 Latin America and Caribbean ... ... ... ... ... ... 224,229 256,944 | 274,127 253,761 274,127 271,654 275,255 261,155 282478 264,375
25 Argentina . e e .- 5.854 6.439 7.400 7212 7,400 6,987 6,952 6,995 6,870 7,237
26  Bahamas ... 66.430 58,818 71,871 64,911 71,871 62,679 66,771 67,728 68,219 65,546
27  Bermuda . .. . 8,533 5,741 4,103 5,019 4,103 4,444 5,980 6,216 8,125 6,596
28 Brazil ............. - 9,583 13,297 17,259 16,141 17,259 17,620 17,758 17,752 17,590 18,588
29  British West Indies .. - 96,373 124,037 105,510 105,234 105,510 108,643 110,143 98,778 111,300 106911
30 Chile ............ ... e - 3,820 4.864 5,136 4,554 5,136 5,509 5,602 5,784 5,636 5,744
31 Colombia e PN N 4.004 4.550 6,247 4,960 6,247 6,166 6,033 6,099 6,026 6,041
32 Cuba................ o 0 0 0 0 0 0 0 0 0 2
33 Ecwador .......... - BN 682 825 1,031 952 1,031 1,079 1,134 1,155 995 1,090
34  Guatemala . B 366 457 620 568 620 612 634 629 633 619
35 Jamaica..... . - PR 258 323 345 365 345 336 336 366 325 328
36 Mexico ........... . oL - 17,749 18,024 18,425 17,993 18,425 18,323 18.297 19.516 20,292 19,182
37  Netherlands Antilles PR .- 1,404 9,229 25,209 15,074 25,209 27,675 24,250 18,926 25,235 14,745
38 Panama ............ . 2,198 3,008 2,786 2,621 2,786 2,796 2,911 3,110 3,243 3,347
39 Peru ... 997 1,829 2,720 2,629 2,720 2,867 2,944 2,510 2,473 2.577
40 Uruguay . . 503 466 589 551 589 623 766 741 682 735
41 Venezuela e - 1.832 1,661 1,702 1,626 1,702 1,599 1,452 1,516 1,558 1,710
42 Other ....... .. .. 3.663 3.376 3174 3,351 3.174 3.696 3,292 3334 3,276 3377
43 Asia L.l e 107,800 115,336 122,535" | 1202717 | 122,535" | 121,362 127,080" 124,326 129,598 129,038
China
44 Mainland 836 1,023 1,401 1,292 1,401 2,035 1,766 1,456 2,201 2,161
45 Taiwan 1,448 1713 1,894 1413 1,894 1,249 1,201 1.709 1,532 1.500
46 Hong Kong . T BN 9.222 12.821 12.802 13,550 12,802 11,764 11,877 14,143 13,389 14,954
47 India ....... ... ..., .. N 994 1,846 1,946 2,027 1,946 1,824 1,957 2,194 2,147 2,256
48  Indonesia - e 1,472 1,696 1,762 1,636 1,762 1,749 1.896 2.081 2,206 2.432
49  Israel ...... .. 688 739 633 624 633 692 617 612 586 909
50 Japan .. . ... . .. 59,569 61,468 59,967 59,886 59,967 59,843 64,199 56,475 59,083 56,779
51 Korea (South) . 10,286 13,975 18,958" 18,066 18,958" 20,214 20,031° 19,943 20,863 20925
52 Philippines . 663 1.318 1,697 1,519 1,697 1,492 1,794 1,600 1,746 1,937
53 Thailand 2,902 2,612 2,679 2,820 2,679 3,003 3,092 3,429 3,233 3,069
54 Middle Eastern oil-exporting countri . .. 13,982 9,639 10,424 10,311 10,424 8.582 8,889 10,078 11,315 10,590
S5 Other ... ... 5,738 6,486 8,372 7.127 8,372 8915 9,761 10,606 11,297 11,526
56 Africa . . . ..o oL oo o e L 3,053 2,742 2,776" 2,557 2,776" 2,731 2,772 2,735 3,282 2.847
57  Egypt 225 210 247 212 247 246 245 244 231 270
58  Morocco . . . . 429 514 524 587 524 489 522 473 478 463
59  South Africa . B 674 465 584 551 584 572 564 470 452 569
60 Zaire ........... .. 2 1 0 0 0 0 0 0 1 0
61  Oil-exporting countri . .. . 856 552 420 427 420 408 474 605 1,177 679
62 Other . 867 1,000 1.001° 780 1,001° 1,016 967 943 943 866
63 Other ... .. .. . . e 3,145 2,467 5,709 6,037 5,709 5,144 5,192 6,343 6,838 6,512
64  Australia . .. N .. 2,192 1,622 4,577 4,336 4,577 3,743 3,176 4,101 4918 4,088
65  Other... ... ... ... e 953 845 1,132 1,701 1,132 1,401 2,016 2,242 1,920 2,424
66 Nonmonetary international and regional orgamizations? . 4.591 1,931 2.604 1473 2,604 1772 2,255 1,506 2,288 2,332
1. Reporting banks include all types of depository institutions as well as some brokers and 4. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and United Arab
dealers. Emirates (Trucial States).
2 Since December 1992, has excluded Bosnia, Croatia, and Slovenia. 5 Comprises Algeria. Gabon, Libya, and Nigeria.
3 Includes the Bank for International Settlements. Since December 1992, has included all 6. Excludes the Bank for International Settlements, which is included in “Other Europe.”

parts of the former U.S.S.R. (except Russia). and Bosnia, Croatia, and Slovenia.
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3.19 BANKS’ OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Type of claim 1994 1995 1996
Nov. Dec." Jan." Feb." Mar.' Apr. May?
FTotal ...........ovii 601,814 655,211 744,691 . 744,691 . .. 798.601
2 Banks' claims................. ... ... 485,432 532,444 600,676 574,906 600,676 607,491 633,662 636.629 641,072 632,400
3 Foreign public borrgwers. . . 23416 22,518 22,241 20433 22,241 26,061 24,755 28,864 29,176 27,264
4 Own foreign offices” .. ... 283,015 307,427 342,508 335,075° 342,508 330,261 360,541 360,340 362,599 368,036
5 Unaﬂilial'ed foreign banks . 110,410 101,595 113,505 107,928 113.505 121,198 118,074 118,429 116,247 113,038
6 Deposits ............. 59,368 37771 33,826 32,420 33.826 39,266 38,155 37.286 34,594 34,553
7 Other........... e 51,042 63,824 79,679 75,508 79,679 81,932 79,919 81.143 81,653 78,485
8  All other foreigners ................... 68,591 100,904 122,422 111,470° 122,422 129971 130,292 128,996 133,050 124,062
9 Claims of banks’ domestic customers® . . .. .. 116,382 122,767 144,015 144,015 - .. 161.972
10 Deposits ... L 64,829 58519 71673 . 77,673 .. .. 65,147
11 Negotiable and readily transferable
instruments® ... L 36,111 44,161 51,207 . 51,207 . . 49,518
12 Outstanding collections and other
claims . ... ool 15,442 20,087 15,135 . 15,135 . N 17,307
MEMO
13 Customer liability on acceptances.......... 8,427 8,410 10,437 . 10,437 . . 11,247
14 Dollar deposits in banks abroad, reported by
nonbanking business enterprises in the
United States®. . ................. .. 32,796 30717 42,679 41,581 42,679 43452 47.270 38.815 42,719 44,870
1. For banks’ claims, data are monthly; for ctaims of banks’ domestic customers, data are principally of amounts due from the head office or parent foreign bank, and from foreign
for quarter ending with month indicated. branches, agencies, or wholly owned subsidiaries of the head office or parent foreign bank.
Reporting banks include all types of depository institution as well as some brokers and 3. Assets held by reporting banks in the accounts of their domestic customers.
dealers. 4. Principally negotiable time certificates of deposit, bankers acceptances, and commercial
2. For U.S. banks, includes amounts due from own foreign branches and foreign subsidiar- paper.
ies consolidated in quarterly Consolidated Reports of Condition filed with bank regulatory 5. Includes demand and time deposits and negotiable and nonnegotiable certificates of
agencies. For agencies, branches, and majority-owned subsidiaries of foreign banks. consists deposit denominated in U.S. dollars issued by banks abroad.

3.20 BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States'
Payable in U.S. Dollars

Millions of dollars, end of period

1996 1997
Maturity, by borrower and area® 1993 1994 1995
June Sept. Dec. Mar.
I Total ... ... . 202,566 202,282 224,932 228,534 232,997 257,924 276,064
By borrower
2 Maturity of one year orless............. ... ... il 172,662 170,411 178,857 185.878" 189,047 211,740 223,815
3 Foreign public borrowers ... ... .. 17,828 15435 14,995 14,982 16,003 15411 19,876
4 All other foreigners 154,834 154,976 163,862 170,896" 173,044 196,329 203,939
5 Maturity of more than one year ... . ... 29,904 31,871 46,075 42.,656" 43,950 46,184 52,249
6 Foreign public borrowers ......... ... .. 10,874 7,838 7.522 8,126 6,922 6.815 8,861
7 All other foreigners. . ..... ... .. ... . . 19,030 24,033 38,553 34,530 37,028 39,369 43,388
By area
Maturity of one year or less
EUrope ... ... 57413 56,381 55,622 57,138 58,545 55,513 75,013
9 Canada. ................. ..... .. 7,727 6,690 6,751 6,806 8,811 8,339 10,404
10 Latin America and Caribbean. . ., . . - 60,490 59,583 72,504 78,586" 79,622 103,254 96,867
L Asia oo .. 41,418 40,567 40,296 38,111" 37,199 38,135 36.491
12 Africa. .. . . 1,820 1,379 1,295 1,279 1,320 1,316 1,451
13 Allother’ ... oo oo 3,794 5811 2.389 3,958 3,550 5,183 3,589
Maturity of more than one year
14 Europe ......ooiiiiii i e 5310 4,358 4,995 8,189" 7117 6,928 9,478
15 Canada.................. N 2,581 3,505 2,751 3,689 3,533 2,645 2,943
16  Latin America and Caribbean. . AU . 14.025 15,717 27,681 19.538" 21,382 24917 26,771
17 ASIZ ... e .- 5,606 5323 7.941 9.234" 9.808 9,392 10,769
18  Africa.. ...... . .. 1,935 1,583 1,421 1,410 1,349 1,361 1,204
19 All other’ 447 1,385 1,286 596 761 941 1,084

1. Reporting banks include all types of depository institutions as well as some brokers and 2. Maturity is time remaining until maturity.
dealers. 3. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. and Foreign Offices of U.S. Banks'

Billions of dollars. end of period

1995 1996 1997
Area or country 1993 1994
Mar. June Sept. Dec. Mar. June Sept. Dec. Mar.
L Total. .. ..o e 409.5 499.5 545.0 531.9 535.3 551.9 574.6 612.7° 586.0 645.0 657.0
2 G-10 countries and Switzerland . . 161.9 191.2 212.1 206.5 203.0 206.0 2034 226.9 2200 228.1 239.9
3 Belgium and Luxembourg. . . e 7.4 7.2 104 9.7 1.0 13.6 11.0 114 I3 17 14.3
4 France.............. e 12.0 19.1 199 19.9 18.0 19.4 17.9 18.0 [74 16.6 20.6
S Germany . 126 24.7 312 30.0 275 27.3 315 314 339 29.8 323
6 ltaly ..., e 7.7 11.8 10.6 10.7 12,6 115 132 149 5.2 16.0 14.6
7 Netherlands ...................... ... 4.7 3.6 35 4.3 4.5 3.7 3.0 47 59 39 4.7
8  Sweden ...l L L0 i e 2.7 2.7 3.1 31 29 27 33 27 3.0 26 34
9 Swutzerland .. 59 5.1 5.7 62 6.6 6.7 52 63 6.3" 53 6.3
10 United Kingdom ......... . ..., 844 858 90.1 87.1 80.4 824 847 101.6 90.5 104.6 1057
11 Canada . . . o . 6.9 10.0 10.8 113 129 10.3 10.8 122 14.8 14.0 16.4
120 Japan Lo e . o 17.6 21.1 20.7 244 26.6 285 227 236 217 236 217"
....... 26.5 457 44 4 433 50.5 50.2 61.3 55.5 62.1 657 66.9
N 1.1 9 7 1.2 9 1.3 1.2 1.0 11 1.9
1.0 1.3 1.7 1.1 1.8 2.6 34 33 1.7 15 1.8
Fintand . 4 9 1.] S ) 8 7 .6 .6 8 7
17 Greece . 32 4.5 4.9 5.0 5.1 5.7 5.6 5.6 6.1 6.7 6.4
18 Norway. 1.7 2.0 24 1.8 2.3 32 2.1 23 3.0 8.0 53
19 Portugal .8 1.2 1.0 1.2 i.9 1.3 1.6 1.6 1.4 9 1.0
20 Spain .. 99 13.6 14.1 13.0 133 116 17.5 13.6 16.1 13.2 14.5
21 Turkey . 2.1 1.6 14 14 2.0 1.9 2.0 2.3 28 2.7 27
22 Other Western Europe., .. ............ ... . e 32 32 28 29 33 4.7 38 34 4.8 4.7 6.3
23 South Africa L . . N 1.0 1.5 14 1.3 1.2 L7 2.0 1.7 2.0 20
24 Awstralia.. ... 23 154 12.6 14.3 17.4 16.4 217 19.6 22.8 24.0 24.4
IS OPECT 17.6 24.1 19.5 203 227 22.1 212 20.1 19.2 19.7 21.9
26 2 5 5 5 7 7 N .8 9 9 1 1.1
27 5.1 3.7 35 35 30 27 2.9 2.3 23 2.4 1.9
28 Indonesia ... ... 33 38 4.0 4.1 44 4.8 4.7 4.9 54 5.2 49
29 7.6 153 10.8 1.5 139 133 123 Its 10.1 10.6 13.2
30 African countries. . ... ... 1.2 9 7 6 6 6 6 5 A4 4 7
31 Non-OPEC developing countries . 83.2 96.0 98.5 1037 104 1 112.6 118.6 1264 124.1 130.1 128.8"
Lann America
320 Argentind. ... 7.7 112 11.4 123 109 129 12.7 14.1 15.0 143 144
33 Brazil 12.0 8.4 .2 10.0 13.6 13.7 183 21.7 17.8 20.7 224
34 Chile 4.7 6.1 6.4 7.1 6.4 6.8 6.4 6.7 6.6 7.0 6.8
35  Colombia . 2.1 2.6 2.6 2.6 29 29 2.9 28 31 4.1 37
36 Mexico. i7.9 18.4 179 17.6 16.3 17.3 16.1 154 l1e.1 16.2 17.5
37 Peru.. . . 4 5 6 8 T 8 9 1.2 1.3 1.6 1.6
38 Other ............ 3.1 2.7 2.4 26 2.6 28 3.1 3.0 3.0 33 35
Asia
China
39 Mainland ......... ... . o il ool 2.0 1.1 11 14 1.7 1.8 33 29 206 25 2.7
40 Taiwan .. ... e 73 9.2 8.5 9.0 9.0 94 9.7 9.8 10.3 10.2 10.2
41 India, .. 3.2 4.2 38 40 4.4 4.4 4.7 4.2 38 43 49
42 .5 4 6 7 5 5 5 .6 5 s .6
43 6.7 16.2 169 18.7 18.0 19.1 193 21.7 219 218 14.6
44 4.4 3.1 39 4.1 4.3 44 52 53 55 59 6.6
45 Philippines 3.1 3.3 30 36 33 4.1 39 4.7 54 58 6.0
46 Thailand 3.1 2.1 33 38 39 49 52 54 4.8 57 6.8
47 Other Asia 3.1 4.7 49 35 37 4.5 4.3 4.8 4.1 4.1 4.2
Africa
48 Egypl . 4 3 4 4 4 4 5 5 6 i 9
49 Moroceo ... 7 6 6 9 9 7 7 8 7 7 6
50 Zawe .. .. 0 0 0 O 0] .0 0 .0 0 A 0
S5t Other Africa® ... 8 8 7 8 9 8 8 1.0 9 9
52 Eastern Europe. .. ..... ...... ..., 3.2 2.7 2.3 1.8 34 4.2 6.3 5.1 5.3 6.9 9.3
53 Russia 1.6 8 7 A4 6 1.0 14 10 1.8 37 37
54 Other . 1.6 1.9 1.7 1.3 2.8 32 4.9 4.1 3.5 3.2 5.6
55 Offshore banking centers. . ........ .. ... ... ..., 735 729 85.7 83.8 875 99.2 101.3 106.2 105.3 1349 130.6
56  Bahamas......... . . 10.9 10.2 12.5 8.4 12.6 11.0 13.9 17.3 14.2 20.3 20.0
57 Bermuda............... . 8.9 84 8.7 8.4 6.1 63 53 4.1 4.0 45 6.7
58  Cayman Islands and other British West Indies . 18.4 214 20.7 25.3 25.1 324 28.8 26.1 32.0 37.2 330
39 Netherlands Antilles 2.8 16 12 2.8 §7 103 1R 132 117 26.1 199
60 Panama’ .. 24 i.3 1.1 1.2 13 1.4 1.6 1.7 1.7 2.0 1.9
61 Lebanon....... .1 .1 1 N .1 1 .l 1 | N .1
62 China, Hong Kong. 18.8 20.0 22.5 231 237 25.0 253 27.8 262 28.1 30.8
63 Singapore 11.2 10.1 19.2 14.8 13.3 13.1 154 159 15.4 16.7 17.9
64 Other®. ... .. ... N .1 0 0 N -1 A N .1 [ .1
65 Miscellaneous and wnallocated” ... . . . . ... ... oL 43.6 66.9 825 726 64.2 57.6 62.6 727 50.0 59.5 59.8
{. The banking offices covered by these data include U.S. offices und foreign branches of 2 Organization of Petroleum Exporting Countries, shown individually: other members of
U.S. banks, including U.S. banks that are subsidianes of foreign banks. Offices not covered OPEC (Algenia, Gabon, Iran, Iraq, Kuwait, Libya. Nigena. Qatar. Saudi Arabia, and Umted
include U.S. agencies and branches of foreign banks Beginning March 1994, the data inctude Arab Enirates); and Bahramn and Oman (not formally members of OPEC}
large foreign subsidiaries of U.S. banks. The data also include other types of U.S. depository 3 Excludes Libena. Beginning March 1994 includes Namibia.
nstitutions as well as some types of brokers and dealers To ehminate duplication. the data 4. As of December 1992, excludes other republics of the former Soviet Union.
are adjusted to exclude the claims on foreign branches held by a U.S. office or another foreign 5. Includes Canal Zone.
branch of the same banking institution. 6. Foresgn branch claims only.
These data are on 2 gross claims basis and do not necessarily refiect the ultimate country 7. Includes New Zealand, Liberia. and international and regional organizations.

nisk or exposure of U.S. banks. More complete data on the country risk exposure of U.S. banks
are available in the quarterly Country Exposure Lending Survey published by the Federal
Fmancial Institutions Examination Council.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in
the United States
Millions of dollars, end of period
1995 1996 1997
Type of liability, and arca or country 1993 1994 1995
Dec. Mar. June Sept. Dec. MarP
FTotal ..o 50,597 54,309 46,448 46,448 49,907 48,990 51,695 54,822 54,619
2 Payable indollars .................... ..o 38,728 38,298 33,903 33,903 36,273 35,385 36,465 39,003 39,394
3 Payable in foreign currencies ........ ... ... .. 11.869 16,011 12,545 12,545 13.634 13,605 15,230 15,819 15,225
By type
4 Financial liabilities 29,226 32,954 24241 24,24 26,570 24,844 25,492 26,089 25,449
5 Payable in dollars . .. 18,545 18,818 12,903 12,903 13,831 12,212 11,319 11,374 11,241
6 Payable in foreign currencies 10,681 14,136 11,338 11,338 12,739 12,632 14,173 14,715 14,208
7 Commercial liabilities ............. ... ... .. ... ... 21,371 21,355 22,207 22,207 23,337 24,146 26,203 28,733 29,170
8  Trade payables . 8,802 10,005 11,013 11.013 10,815 11,081 11,791 12,720 11,520
9 Advance receipts and other Habilities 12.569 11,350 11,194 11,194 12,522 13,065 14,412 16.013 17,650
10 Payable indollars ........ ... ... .. ... .. ... .. ..... 20.183 19,480 21,000 21,000 22442 23,173 25,146 27,629 28,153
Il Payable in foreign currencies 1,188 1,875 1,207 1,207 895 973 1,057 1,104 1,017
By area or L‘ountr_v
Financial liabilities
120 Burope ... 18,810 21,703 15.622 15,622 16,950 16,434 16.133 16,242 15,962
13 Belgium and Luxembourg S 175 495 369 369 483 498 547 632 769
14 France ................. 2.539 1,727 999 999 1.679 1,011 1,220 1,091 1,205
15 Germany . . 975 1,961 1,974 1.974 2,161 1.850 2,276 1,834 1,589
16 Netherlands .. ... 534 552 466 466 479 444 519 556 507
17 Switzerland . ...... . . 634 688 895 895 1,260 1,156 830 699 694
18 United Kingdom ............... ... 13.332 15,543 10.138 10,138 10,246 10,790 9,884 10.224 9,756
19 Canada ... ... .. . 859 629 632 632 1,166 951 973 1,401 602
20 Latin America and Caribbean . ...... 3,359 2,034 1,783 1,783 1,876 969 1,169 1,668 1.834
21 Bahamas ...................... 1,148 101 59 59 78 3t 50 236 284
22 Bermuda .................. ... .. 0 80 147 147 126 28 25 50 27
23 Brazil . i8 207 57 57 57 8 52 78 75
24 British West [n . . 1,533 998 866 866 946 826 764 1,030 927
25 Mexico ....... .. i 17 0 12 12 16 11 13 17 16
26 Venezuela ............. .o 5 5 2 2 2 1 1 1 !
27 5,956 8,403 5,988 5,988 6,390 6,351 6,969 6,400 6,347
28 4,887 7314 5,436 5.436 5.980 6.051 6.602 5,846 5,771
29 23 35 27 27 26 26 25 25 72
30 133 135 150 150 131 72 153 38 29
31 123 123 122 122 122 61 121 0 0
32 109 50 66 66 57 67 95 340 675
Commercial liabilities
33 BUFOPE ..o 6,827 6.773 7,700 7,700 8,425 7916 8,702 9,767 9.582
34 Belgium and Luxembourg . 239 241 331 331 370 326 427 479 643
35 France ................. 655 728 481 481 648 678 657 680 688
36 Germany ................ 684 604 767 767 867 839 959 1,002 1,045
37 Netherlands .............. . 688 722 500 500 659 617 668 766 553
38 Switzerland ............. ... ..., NN 375 327 413 413 428 516 409 624 486
39 United Kingdom . ................................. 2,039 2,444 3,568 3.568 3.525 3.266 3,664 4.303 4.165
40 Canada ... ... .. 879 1,037 1,040 1,040 959 998 1,145 1,090 1,070
41 Latin America and Caribbean ........ ... ... ... ...... 1.658 1.857 1,740 1,740 2,110 2,301 2,396 2.574 2,573
42 Bahamas 21 19 1 1 28 35 33 63 43
43 Bermuda .. . 350 345 205 205 570 509 355 297 479
44 Brazil .................. 214 161 98 98 128 119 203 196 207
45 British West Indies . 27 23 56 56 10 10 13 14 14
46 Mexico ........ 481 574 416 416 468 475 451 665 637
47 Venezuela 123 276 221 221 243 283 341 328 318
48 ASIA L. 10,980 10,741 10,421 10,421 10,474 11,389 12,238 13,422 13,978
49 Japan 4,314 4,555 3,315 3315 3,725 3,943 4,150 4,614 4,503
50 Middle Eastern oil-exporting countries 1,534 1,576 1,912 1912 1,747 1,784 1,951 2.168 2,495
51 Africa 453 428 619 619 708 924 1,020 1,040 1,037
52 Oil-exporting countries’ 167 256 254 254 254 462 490 532 479
53 Other’. . .\ 574 519 687 687 661 618 702 840 930

1. Comprises Bahrain, Iran, Iraq. Kuwait. Oman, Qatar, Saudi Arabia, and United Arab

Emirates (Trucial States).

2. Comprises Algeria, Gabon, Libya, and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in

the United States

Millions of dollars. end of period

A59

19935 1996 1997
Type of claim, and area or country 1993 1994 1995
Dec. Mar. June Sept. Dec Mar.P
1 Total ... ... 49,159 57.888 52,509 52,509 55,406 60,195 59,048 63,604 63,835
2 Payableindollars . ...... ... ... ... ... o 45,161 53,805 48,711 48,711 51,007 55,350 53,884 58,592 58,498
3 Payable in foreign currencies ... ..o oo 3,998 4.083 3,798 3,798 4.399 4.845 5.164 5.012 5.337
By type
4 Financial claims ... oo 27,771 33,897 27.398 27.398 30.772 35,251 34,200 35,268 36,400
50 Deposits L. 15,717 18.507 15,133 15,133 17.595 19,507 19,877 21,404 19,240
6 Payable in dollars .. .. ... .. .. o oo 15,182 18,026 14.654 14.654 17.044 19,069 19,182 20,631 18,137
7 Payable in foreign currencics 535 481 479 479 551 438 695 773 1,103
8  Other financial claims . ......... 12,054 15.390 12.265 12,265 13,177 15744 14,323 13,864 17.160
9 Payable in dollars ........ RN 10,862 14,306 10.976 10,976 11.290 13,347 12,234 12,069 15.383
10 Payable in foreign currencies ................ .. ... ... 1,192 1,084 1,289 1.289 1.887 2,397 2,089 1,795 1,777
11 Commercial claims ............ ... ... .. ... ... 21,388 23,991 25,111 25.111 24.634 24,944 24,848 28,336 27.435
12 Trade receivables .......... ... .. ..o oL 18,425 21,158 22,998 22,998 22,123 22,353 22,410 25,713 24,698
13 Advance payments and other claims ... ... ... oL 2963 2.833 2,113 2.113 251 2,591 2438 2,623 2,737
14 Payable indollars ........ . .. ..o oo 19,117 21473 23,081 23,081 22,673 22,934 22,468 25,892 24,978
15 Payable in foreign currencies .......... ... ... ... ... 2271 2.518 2.030 2,030 1,961 2.010 2.380 2,444 2457
By area or country
Financial claims
16 Burope ... ... .. 7.299 7.936 7,609 7.609 8,929 10,498 9,777 9,282 9,317
17 Belgium and Luxembourg 134 86 193 193 159 151 126 185 119
18 France ................. 826 800 803 803 1,015 679 733 694 761
19 Germany 526 540 436 436 320 296 272 276 324
20 Netherlands . . 502 429 517 517 486 488 520 493 567
21 Switzerland ......... ... oo . 530 523 498 498 470 461 432 474 570
2 United Kingdom ...................oo i 3.585 4.649 4,303 4.303 5,568 7,426 6,603 6,119 6,075
23 Canada ... 2,032 3,581 2.851 2,851 5,269 4.773 4.502 3.445 4817
24 Latin America and Canbbean ........................ 16,224 19.536 14,500 14,500 13,827 17,644 17,241 19,577 19.453
25 Bahamas ............... 1.336 2424 1,965 1,965 1,538 2,168 1.746 1,452 1,894
26 Bermuda 125 27 81 81 77 84 113 140 157
27 Brazil ........ 654 520 830 830 1,019 1,242 1,438 1.468 1,404
28 British West Indies ............... 12,699 15,228 10,393 10,393 10,100 13,024 12,809 15.182 14.846
29 Mextco ... 872 723 554 554 461 392 413 457 517
30 Venezuela ... .. 161 35 32 32 40 23 20 31 22
31 ASIa L 1,657 1.871 1,579 1,579 1,890 1.571 1,834 2,221 2.068
32 Japan 892 953 871 871 1171 852 1,001 1.035 831
33 Middle Eastern oil-exporting countries 3 141 3 3 13 9 13 22 12
34 Africa ool S 99 373 276 276 277 197 177 174 183
35 Oil-exporting countries” ............................ 1 0 5 5 5 5 13 14 14
36 Allother’ ... .. 460 600 583 583 580 568 669 569 562
Commercial claims
37 BUIOPE ..ottt 9.105 9.540 9.824 9.824 9,776 9,842 9,266 10,424 9.827
38 Belgium and Luxembourg 184 213 231 231 247 239 213 225 364
39 France ................. 1,947 1,881 1,830 1.830 1,803 1,659 1,532 1,644 1,514
40 Germany . . 1,018 1,027 1,070 1.070 1,410 1,335 1,240 1.336 1,360
41 Netherlands . . 423 311 452 452 442 481 424 561 582
42 Switzerland .. 432 557 520 520 579 602 590 642 405
43 United Kingdom ... 2,377 2,556 2,656 2,656 2,607 2,658 2,515 2,946 2,625
44 Canada ...l 1.781 1,988 1,951 1.951 2,045 2,074 2,082 2,165 2,380
45  Latin America and Caribbean 3.274 4,117 4.364 4.364 4,151 4.347 4.399 5,264 5.048
46 Bahamas ........... ..., 1 9 30 30 30 28 14 35 40
47 Bermuda 182 234 272 272 273 264 290 275 159
48 Braal ...... 460 612 898 898 809 838 963 1,291 1,201
49 British West Indies 71 83 79 79 106 103 119 190 127
50 Mexico ........ 990 1,243 993 993 870 1.021 93] 1,128 1.098
51 Venezuela ... ... ... ... oo 293 348 285 285 308 313 316 357 330
52 6,014 6,982 7.312 7.312 7.100 6,939 7.278 8.372 8,283
53 2.275 2,655 1,870 1.870 2010 1.877 1,918 2,003 2,052
54 704 708 974 974 1.024 903 945 971 1078
55 Africa ... S 493 454 654 654 667 688 731 745 717
56 Oil-exporting countries” .................. ... . ..... 72 67 87 87 107 83 142 166 100
57 Other’.. ... .. 721 910 1,006 1,006 895 1.054 1.092 1,366 1,180

1. Compnses Bahrain, Iran, Irag. Kuwait, Oman. Qatar, Saudi Arabia, and United Arab
Emirates (Trucial States).

2. Comprises Algeria. Gabon, Libya. and Nigeria.
3. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1997 1996 1997
Transaction, and area or country 1995 1996
JI@&; Nov Dec. Jan. Feb." Mar” Apr. May?
U.S. corporate securities
STOCKS

1 Foreign purchases ............. ... ... ... .. ... 462,950 623,760 367,465 65,571 57.051 73,036" 73,051 68,450 70.244 82,684
2 Foreignsales .......... ... .. .. . S| 451710 611,832" 347,737 63,436 56.629 70,132 69,191 68,153 64,424 75837
3 Net purchases, orsales (=) ........ . . . . . .. . 11,240 11,928" 19,728 2,135 422 2,904 3,860 297 5,820 6,847
4 Foreign countries . . . . . . ... ... 11,445 12,002° 19,760 2,138 451 2908" 3,860 289 5,840 6,866
SEwrope ... B 4,912 5,046 19.881 270 —229 3271 5.486 2.116 6,674 2,334
6 France ... -1,099 -2,354 1.567 -248 ~1.064 532 427 -309 679 238
T oGermany ... . -1,837 1,104 3,994 ~5 -18 959 1,086 699 648 602
8  Netherlands . - EEN 3,507 1,389 1,126 163 —160 322 —334 378 378 382
9 Switzerland .. ... —2,283 2.710 2,347 686 —470 289 784 304 803 167
10 United Kingdom ............................ .. 8,066 4,119 6,716 658 1.487 -~ 134° 2,950 492 3,270 138
1l Canada ................... N -1,517 2,221 1,279 704 -9 422 308 373 139 37
12 Latin America and Caribbean 5,814 5,563 1,270 964 994 1,364 405 —1,433 —1,982 2916
13 Middle East' —337 —1,598 -9 -53 -7 -1 26 10 203 —247
14 Other Asia e 2,503 906 —3,337 267 —232 -2.175 —2,549 —894 729 1,552
15 Japan ......... e ~-2,725 —372 745 -579 ~343 —1.559 —500 —253 1,294 1,763
16 Africa ......... . S 2 —8l 143 =23 10 -8 58 96 -7 4
17 Other countries 68 =55 533 9 -76 32 126 21 84 270

{8 Nonmonetary international and
regional organizations ........ o ~205 -74 -32 -3 -29 -1 [ 8 ~20 -19

BONDS?

19 Foreign purchases ........ .. . .
20 Foreign sales . N

293,533 422,249' 228,037 46,613 43,054 48,955 48,818 43,455 42,693 44,116
206,951 294,636 179,325 34,285" 32,825 37,135 36,424 38,104 31,696 15,966

21 Net purchases, or sales (—) ... . . .. . . . i 86,582 127,613° 48,712 12,3287 10,229 11,8207 12,394 5,351 10,997 8,150
22 Foreign countries ......................... . . 87,036 127,442° 48,785 12,338" 10,229 11,8247 12,381 5.337 11,001 8,242
23 BUTOPE ..o 70,318 75,722" 31,075 5.701° 4.770 6,088" 9,612 4.572 5437 3.366
24 France ............... i 1,143 5,124' 1,301 72 252 73 290 340 602 —4
25 GeIMAany ...t 5,938 5,164 578 237 =27 —-274 184 493 30 145
26 Netherlands ................. ...l 1,463 2,440 1,612 533 148 337 125 105 67 978

27 Switzerland . ... oo 494 1,053" —14 -127 -30 —58 -189 98 189 -54
28  United Kingdom e 57,591 57,590 26,016 4,600 4,498 5.911° 9,229 2,849 4,373 3,654
29 Canada ................. ce 2,569 4,197 2,776 402 391 379 1,055 390 512 440
30 Latin America and Caribbean .. 6,141 22,901 4,247 2,201 2,940 3,189 -627 ~2,434 2,550 1,569
31 Middle East' .............. .. S 1.869 1,637 1,488 513 412 480 691 480 16 -179
32 Other Asia ...t 5,659 22,715 8,116 3,384 1.644 1,661 1,231 2,165 2,185 874
33 Japan .... RN 2,250 13,644" 4973 2,245 1,395 1,597 535 1,213 1,229 399
34 Africa ... ce 234 600 613 (32 79 89 243 47 190 44
35 Other countries .. .........covriiieiaiainon. P 246 -330 470 s -7 -62 176 117 11 128
36 Nonmonetary international and

regional organizations ............... ... .. ~454 171 =73 -1¢ 0 —4 13 14 -4 -92

Foreign secunties

37 Stocks, net purchases, or sales (—) S —50,291 —57.122" | ~20,028 —2.161 -5,902 —3,646 —4,353 ~3,827 —-4,084 —4,118
38  Foreign purchases . ... .. R BN 345,540 456,826 251,067 16.838 41,850 47,084 50,139 47.780 49,725 56,339
39  Foreignsales............ e 395,831 513,948" 271.095 48999 47,752 50,730 54,492 51.607 53,809 60,457
40 Bonds, net purchases, or sales (—) —48,405 —48,793 34 -2.973 —10,947 ~710 —1,626 -2.979 6,202 —853
41  Foreign purchases ............. - - 889,541 | 1.118,678 597,093 104,662 99,095 109,567 110,510 131,453 117,756 127,807
42 Foreignsales ....... ... ... ... ... . . . . ... 937,946 | 1,167,471 597.059 107.635 110,042 110,277 112,136 134,432 111.554 128,660
43 Net purchases, or sales (—), of stocks and bonds .... | —98,696 |—105915" | —19,994 -5,134 -16,849 —4,356" —5,979 ~6,806 2,118 -4,971
44 Foreign countries .......... ... ... ... ... ...... -97.891 |—105,044" | —20,261 -5,166 —16,838 —4,404" —6,061 -6,872 2,104 —5,028
45 Burope ... . L. | —48,125 ~—55,948" 1.434 ~3.174 —10,740 740 -2,030 —3.005 5,732 -3
46 Canada .......... ... —7.812 -6,279 1,171 —667 —2.269 525" 1,855 —110 -239 —860
47 Latin America and Caribbean L —7,634 -9,503 —9,131 3,571 -2,020 —2.264 ~3,417 -1,574 —811 —1,065
48 Asia ... Lo | —34,056 —27,745 —13,553 -4,135 -773 -2,830" —2,284 —1,517 —3,592 -3,330
49 Japan .. . oo | —25,072 —5,888 —8.500 —633 2218 —332 —2,269 -674 —2.349 —2,876
50 Africa ........ . e -327 -1,529 —153 -115 36 34 - -74 -121 15
51 Other countries ............. . BT 63 —4.040 ~-29 —646 -1,072 —609 —178 -592 1,135 215
52 Nonmonetary international and
regional organizations. . ...................... —805 ~871 267 32 ~11 48 82 66 14 57
1 Comprises oil-exporting countries as follows: Bahran, Iran, Iraq, Kuwait, Oman, Qatar, 2. Includes state and local government securities and securiies of US government
Saudi Arabia, and United Arab Emirates (Trucial States). agencies and corporations. Also includes issues of new debt securities sold abroad by U.S.

corporations orgamzed to finance direct investments abroad.
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3.25 MARKETABLE US. TREASURY BONDS AND NOTES Foreign Transactions'

Millions of dollars; net purchases, or sales (—) during period
1997 1996 1997
Area or country 1995 1996
J;?A; Nov. Dec Jan. Feb." Mar. Apr. MayP
1 Total estimated .............. ... ... ... . il 134,115 | 244,725 106,827 21,283 47,662 20,791 30,615 22,076 25,628 7,717
2 Foreign countries ........ ... iiiiiiiiiiiia s 133,676 | 246,567 106,392 22,475 46,519 21,257 29,707 22,386 25,168 7.874
3 BUIOPE .ottt e 49,976 | 118,345 54,288 9.312 14,778 3.403 17117 13,473 10,625 9,670
4 Belgium and Luxembourg 591 1.486 2,023 335 370 48 657 83 937 298
5 Germany ................ 6,136 17,647 —4,554 3,024 1.499 556 -1.227 —-3,124 -1.480 721
6 Netherlands 1,891 —582 1,824 676 855 —671 546 343 1,412 194
7 Sweden ..... 358 2,343 —1,178 -52 26 —255 —346 —581 —86 90
8 Switzerland .. ... -472 327 608 =207 =517 241 992 | —1431 1,029 =223
9 United Kingdom ................. 34,754 65,381 43016 801 7,265 1,936 13,423 14242 6.482 6,933
10 Other Europe and former U.S. 6,718 31,743 12,549 4,735 5,280 1,548 3.072 3,941 2,331 1,657
Pl Camada ..o 252 2,389 296 —23 —780 667 —402 —317 17 331
12 Latin America and Caribbean .......... ... .. ... ... . ... 48,609 25,379 —2,399 12,745 15,228 9,813 —762 -3,336 1,381 -9,495
13 Venezuela ..................... -2 —69 161 —68 212 -3 69 10 —8 93
14 Other Latin America and Caribbean . 25,152 13,026 10,718 2,715 5,292 6,031 1,577 3,763 —2,657 2,004
15 Netherlands Antilles .............. 23,459 12,422 | -13.278 | 10,098 9.724 3,785 | ~2408 | -7,109 4,046 | —11,592
16 Asia............... 32,467 98,001 55,774 1,337 16,744 8,593 14217 12,227 13,200 7,537
17 Japan 16979 41,390 26.598 1,219 7,593 4,264 6,326 1.747 6,604 7,657
18  Africa 1.464 1,085 75 -12 — 29 57 -22 -16 27
19 OHher .ottt e 908 1,368 —1,642 ~884 551 ~1,248 ~520 361 ~39 ~196
20 Nonmonetary international and regional organizations ........... 439 | -1.842 435 [ -1192 1,143 —466 908 =310 460 —157
21 Iaternational ... ... 9 -1,390 —43 | —1,146 773 —484 530 —384 467 —-172
22 Latin American regional ........ ... ... ... ... ... 261 -779 463 -2 252 -1 362 80 24 -2
MEMO
23 FOLEIgN COUNIIES . .. v\ttt oot e et e eee e eins 133,676 | 246,567 | 106,392 [ 22475 | 46519 21,257 29,707 22,386 25,168 7,874
24 Official institutions 39,631 86,875 35,839 3,840 13,662 7.831 10,123 7,106 7.352 3.427
25 Otherforeign . ... ... ... ... 94,045 159,692 70,553 18,635 32.857 13,426 19,584 15,280 17,816 4,447
Oil-exporting countries

26 Middle East= ... ... 3,075 10,227 9,865 332 2,279 1,307 2,604 2,533 2,879 542
27 AFHICE ..o 2 1 -6 0 0 0 ] 1 -6

1. Official and private transactions in marketable US. Treasury securities having an
original maturity of more than one year. Data are based on monthly transactions reports.
Excludes nonmarketable U.S. Treasury bonds and notes held by official institutions of foreign

countries.

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'

Percent per year, averages of daily figures

2. Comprises Bahrain, Iran. Irag, Kuwait, Oman, Qatar. Saudi Arabia, and United Arab

Emirates {Trucial States).
3. Comprises Algeria, Gabon, Libya, and Nigeria.

Rate on July 31, 1997

Rate on July 31, 1997

Country Country
Month Month

Percent effective Percent effective
AUSITIA . . v 25 Apr. 1996 Germany ... 25 Apr. 1996
Belgium. . 2.5 Apr. 1995 laly . .... 6.25 June 1997
Canada. .. 3.5 June 1997 Japan .. .... 5 Sept. 1995
Denmark . 325 Nov. 1996 Netherlands . 25 Apr. 1996
France? ...........ocoiiiiiiiii 3.1 Jan. 1997 Switzerland ............ ... 1.0 Sept. 1996

1. Rates shown are manly those at which the central bank either discounts or makes
advances against eligible commercial paper or government securities for commercial banks or
brokers. For countries with more than one rate applicable to such discounts or advances, the
rate shown is the one at which it is understood that the central bank transacts the largest

proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES'

Percent per year, averages of daily figures

2. Since February 1981, the rate has been that at which the Bank of France discounts

Treasury bills for seven to ten days.

1997
Type or country 1994 1995 1996

Jan. Feb. Mar. Apr. May June July
I Eurodollars......................oo0 4.63 5.93 5.38 5.44 5.36 5.50 5.70 5.69 5.66 5.61
2 United Kingdom 545 6.63 5.99 6.28 6.16 6.17 6.35 6.41 6.63 €.93
3 Canada........ 5.57 7.14 4.49 3.18 3.16 3.25 3.49 3.35 3.30 3.57
4 Germany. . ... 5.25 4.43 321 3.03 3.08 3.16 3.14 3.09 3.05 3.06
5 Switzerland 4.03 2.94 1.92 1.72 1.61 1.77 1.76 1.51 1.25 1.43
6 Netherlands . . 5.09 4.30 291 2.94 2.95 312 315 3.15 3.14 3.17
7 France. ... 5.72 6.43 381 323 322 3.26 3.28 337 3.30 327
8 Iraly ... 845 1043 8.79 7.21 7.33 7.40 7.09 6.82 6.85 6.87
9 Belgium 5.65 4.73 3.19 3.00 3.10 3.40 3.22 322 3.23 3.39
10 Japan ... o 2.24 1.20 .58 .53 .54 .55 .55 .58 .60 67

1. Rates are for three-month interbank loans, with the following exceptions: Canada,
finance company paper; Belgium, three-month Treasury bills; and Japan, CD rate.
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3.28 FOREIGN EXCHANGE RATES'

Currency units per dollar except as noted

1997
Country/currency unit 1994 1995 1996
Feb. Mar. Apr. May June July
1 Australia/dollar® ... ............c.cooeo.. 73.161 74.073 78.283 76.768 78.747 77.868 77510 75.422 74.199
2 Austria/schilling . . . .. 11.409 10.076 10.589 11.785 11.932 12.050 11.998 12.158 12.620
3 Belgium/franc . . .. 33426 29.472 30.970 34.556 34.961 35.328 35.188 35.659 37.040
4 Canada/dollar . ... 1.3664 1.3725 1.3638 1.3556 1.3725 1.3942 1.3804 1.3842 1.3775
5 China, PR /yuan .. 8.6397 8.3700 8.3389 8.3227 8.3258 8.3257 8.3229 8.3224 8.3162
6 Denmark/krone . . . 6.3561 5.5999 5.8003 6.3867 6.4628 6.5226 6.4926 6.5804 6.8317
7 Finland/markka . . 5.2340 4.3763 4.5948 4.9792 5.0632 5.1375 5.1444 5.1794 53164
8 France/franc.......... 5.5459 4.9864 5.1158 5.6536 5.7154 5.7672 5.7482 5.8307 6.0511
9 Germany/deutsche mark .. 1.6216 1.4321 1.5049 1.6747 1.6946 1.7119 1.7048 1.7281 1.7939
10 Greece/drachma. ........................ 242.50 231.68 240.82 262.42 266.86 270.58 271.95 273.83 281.43
1t Hong Kong/dollar....................... 7.7290 7.71357 7.7345 77474 7.7460 7.7483 7.7431 7.7445 7.7454
12 India/rupee......... .. 31.394 32418 35.506 35.891 35.885 35.828 35.825 35.820 35.747
13 Ireland/poundz. AN 149.69 160.35 159.95 158.60 156.57 155.05 151.11 150.60 149.45
14 Italy/lira. ... 1,611.49 1.629.45 1,542.76 1,655.00 1,691.21 1,694.52 1,684.33 1,694.99 1,74591
15 Japan/yen . 102.18 93.96 108.78 122.96 122.77 125.64 119.19 114.35 115.38
16 Malaysia/ringgit .. .. 2.6237 2.5073 2.5154 2.4866 2.4773 2.5028 2.5070 2.5167 25815
17 Netherlands/guilder, . 1.8190 1.6044 1.6863 1.8812 1.9071 1.9256 1.9173 1.9443 20201
18 New Zealand/dollar? . 59.358 65.625 68.765 69.084 69.789 69.220 69.097 68.713 66.097
19 Norway/krone . . .. .. .. 7.0553 6.3355 6.4594 6.6323 6.7915 6.9932 7.0797 7.2240 7.4545
20 Portugal/escudo. . ... ... ... ... 165.93 149.88 154.28 168.24 170.35 171.77 171.72 174.56 181.20
21 Singapore/dollar . ................... ..., 1.5275 1.4171 1.4100 1.4193 1.4378 1.4417 1.4368 1.4271 1.4521
22 South Africa/rand . .. .. 3.5526 3.6284 4.3011 4.4557 4.4319 4.4417 4.4668 4.5005 4.5611
23 South Korea/won . 806.93 772.69 805.00 868.39 882.62 895.57 894.67 891.40 893.09
24 Spain/peseta. .............. 133.88 124.64 126.68 141.85 143.72 144 .48 143.93 145.98 151.33
25 Sri Lanka/rupee. . .......... 49.170 51.047 55.289 57.772 57.873 58.826 58.862 58.531 58.732
26 Sweden/krona ............. 7.7161 7.1406 6.7082 7.4069 7.6502 7.6942 7.6856 7.7518 7.8188
27 Switzerland/franc . 1.3667 1.1812 1.2361 1.4541 1.4634 1.4618 1.4331 1.4427 1.4824
28 Taiwan/dollar. . . .. 26.465 26.495 27.468 27.554 27.551 27.629 27.791 27.903 28.032
29 Thailand/baht. .......,... . 25.161 24.921 25.359 25.957 25.959 26.064 25.751 24.534 30.274
30 United Kingdom/pound®. ................. 153.19 157.85 156.07 162.56 160.96 162.93 163.22 164.47 166.91
MEMO
31 United States/dollar®. . ... . ........... 91.32 84.25 87.34 94.52 95.60 96.39 95.29 95.44 97.49

1. Averages of certified noon buying rates in New York for cable transfers. Data in this
table also appear in the Board’s G.5 (405) monthly statistical release. For ordering address.

see inside front cover.
2. Value in US. cents.

3. Index of weighted-average exchange value of U.S. dollar against the currencies of ten

industrial countries. The weight for each of the ten countries is the 1972-76 average world

trade of that country divided by the average world trade of all ten countries combined. Series
revised as of August 1978 (see Federal Reserve Bulletin, vol. 64 (August 1978), p. 700).
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Issue
Anticipated schedule of release dates for periodic releases ..............cooioviiiiiii June 1997
SPECIAL TABLES—Data Published Irregularly, with Latest Bulletin Reference
Title and Date Issue
Assets and liabilities of commercial banks
JUNE 30, 1006 .ot ittt ettt e ettt et et e et e e e e ettt et e eaaas November 1996
September 30, 1996 .....iviiiii e February 1997
December 31, 1996 ... .o e e May 1997
B £ B R L 1 September 1997
Terms of lending at commercial banks
May 1996 ..o et August 1996
AUBUSE 1900 ..o November 1996
November 1996 ... e February 1997
February 1997 ..o e May 1997
Assets and liabilities of U.S. branches and agencies of foreign banks
JUNE 30, 1006 1.rniiiitt ittt ettt et e eieeeraarera et aaaterarteraataeaanaas November 1996
September 30, 1996 ...ttt e February 1997
DTV 101 e B T L 1 L T S May 1997
March 31, 1997 . ovininiini August 1997
Pro forma balance sheet and income statements for priced service operations
March 31, 1996 ..o e July 1996
JUNE 30, 1996 ..ot e e e October 1996
SePtember 30, 1996 ... .ot e ettt et naeaeae January 1997
March 31, 1997 .o e July 1997
Assets and liabilities of life insurance companies
JUNE B0, 100 ] ittt et ettt et ee et raree e, December 1991
September 30, 1991 ... e May 1992
D= Lo 1o G T T £ ) I August 1992
September 30, 1992 ..ot e e e et March 1993
Residential lending reported under the Home Mortgage Disclosure Act
L e e e ene September 1995
S T September 1996
L J PPN September 1997

Disposition of applications for private mortgage insurance
O TP September 1997
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4.20

Consolidated Report of Condition, March 31, 1997

Millions of dollars except as noted

DOMESTIC AND FOREIGN OFFICES Insured Commercial Bank Assets and Liabilities

Banks with foreign offices’

Banks with don}estic

offices only
Item Total
Total Foreign Domestic Over 100 Under 100
1Total ASSES® .. ..o oo 4,613,200 | 2,867,474 761,863 2,221,829 | 1,451,201 294,524
2 Cash and balances due from depository institutions. . ............ . . ... 305,405 219,579 78,580 140,999 71,474 14,352
3 Cash items in process of collection, unposted debits, and currency and coin 104,385 3.106 101,279 40,179
4 Cash items in process of collection and unposted debits n.a. na. 78,846 27,240
5 Currency and COIN. ... ..o na. n.a. 22,433 12,939 na.
6  Balances due from depository institutions in the United States. .. .... n.a. 27,646 11.182 16,464 18.772
7  Balances due from banks in foreign countries and foreign central banks .. 73,612 64,181 9,431 4,401 l
8  Balances due from Federal Reserve Banks .. ... ........ ... .. ..o i 13,937 112 13.825 8,123
MEMO
9 Non-interest-bearing balances due from commercial banks in the United States
(included in balances due from depository institutions in the United States) ............ na. n.a. 13,125 14,776 5,782
10 Total securities, held-to-maturity (amortized cost) and available-for-sale (fair value) ...... ... 803,067 381,538 48,234 333,304 334,647 86,883
11 US. Treasury SECUTIHES .. .. ..ottt et et et 167,101 71,643 1,912 69.731 72,841 22,616
12 US. government agency and corporation obligations (excludes mortgage-backed
SECUTIHIES) . . .ottt ettt ettt e e e 131,212 28,639 84 28,554 71,547 31,026
13 Issued by U.S. government agencies . .. ........c..uerenin i 6,209 2,925 n.a. n.a. 2,312 972
14 Issued by U.S. government-sponsored agencies .. ............oouiureinineaaaiana . 125,003 25,714 n.a. n.a. 69,235 30,054
15 Securities issued by states and political subdivisions in the United States .. .............. 74,807 20,994 267 20,727 39,973 13,840
16 General obligations................. 56,070 14,907 n.a. n.a. 31,012 10,151
17 Revenue obligations . . .. 18.084 5,762 n.a. na. 8,681 3,641
18 Industrial development and similar obligation 653 325 n.a. na. 280 49
19 Mortgage-backed securities (MBS) ........ .. 339,108 189,409 4,426 184,983 133,036 16,663
20 Pass-through securities . ...... .. 229,216 132,186 4,279 127,907 86,807 10,223
21 Guaranteed by GNMA . .. .. .. 77,598 51,072 n.a. na. 23,404 3,122
22 Issued by FNMA and FHLMC .. 149,357 79,488 na. n.a. 62,816 7.052
23 Privately issued. . .. ... . s 2,260 1,625 0 1,625 58 48
24 Other mortgage-backed securities (includes CMOs, REMICs, and stripped MBS) . .. 109,893 57,223 147 57,076 46,229 6,441
25 Issued or guaranteed by FNMA, FHLMC or GNMA. ........ ... ... ...... 88,830 44,067 I 44,066 38,713 6,051
26 Collateralized by MBS issued or guaranteed by FNMA, FHLMC, or GNMA 2,455 960 n.a. na. 1,250 245
27 All other mortgage-backed securities. . .......... .. ... o il i 18,608 12,197 na. n.a. 6,267 144
28  Other debt seCUItIES . . ... .. ...ttt 68,479 57,828 40.365 17,463 9,225 1,426
29 Other domestic debt SeCurities . . ... ... .ttt i s n.a. 14,367 955 13,412 8,809 na.
30 Foreign debt securities . ... ... . .. n.a. 43,461 35410 4,051 416 n.a.
31 EQUIty SECUTIHES . .. .ottt ettt e et e e e 22,360 13,025 1,180 11.845 8,025 1,310
32 Investments in mutual funds and other equity securities with readily determinable
fair VA . . . 7,541 4,762 471 4291 2,362 417
33 All other equity securities . ... ........... .. ... ... i 14,819 8,262 708 7.554 5,663 893
34 Federal funds sold and securities purchased under agreements toresell. .. ................. 255,379 193,628 76,927 116,701 47,599 14,152
35 Total loans and lease-financing receivables, gross ............ ... ... . .. .o 2,761,738 1,652,971 260,378 1,392,593 938,023 170,744
36  LESS: Unearned income onloans .......... 4,590 1,989 83 1,155 1,885 716
37 Total loans and leases (net of unearned income) . 2,757,149 1,650,982 259,544 1.391,438 936,138 170,028
38  LESS: Allowance for loan and lease losses. . .. 53316 32,894 n.a. n.a. 17,882 2,541
39  LEss: Allocated transfer risk reserves . .. 36 36 n.a. n.a. 0 0
40 EQUALS: Total loans and leases, net ... .. .. ... .. .. e 2,703,796 1.618,053 n.a. na. 918,256 167,487
Total loans and leases, gross, by category
41 Loans secured by real eState . .. ... ... ... .t 1,147,785 574,018 28,848 545,170 477,241 96,526
42 Construction and land development. . 30,695 40,161 3
43 Farmland........................ 2,677 11,531 11,023
44 One- to four-family residential properties................ 354,558 255,610 50,174
45 Revolving, open-end loans. extended under lines of credit . n.a. n.a. na. 52,960 31,316 2,388
46 Allotherloans ........... ... ... ... 301,598 224,294 47,786
47  Multifamily (five or more) residential properties . l l 19,156 17,495 2,136
48  Nonfarm nonresidential properties. . .............................. 138,084 152,444 26,229
49 Loans to depository institutions..... .......... ... ... .. ... ... ... 87,199 81,672 21,549 60,122 5,378 149
50  Commercial banks in the United States. . .......................... na. 49,001 1,333 47,669 4,735 na.
51 Other depository institutions in the United State: na. 7,651 81 7.570 407 n.a.
52 Banks in foreign countries .. ....... ... ... n.a. 25,019 20,135 4,884 236 na.
53 Loans to finance agricultural production and other loans to farmers. ... ... 39,151 7,279 34 6,394 14,989 16,882
54 Commercial and industrial loans . ........................... 728,194 541,346 139,211 402,135 158,080 28,769
55  U.S. addressees (domicile) .. . . . n.a. 426,089 28,713 397,377 157,446 n.a.
56  Non-U.S. addressees (domicile) . .a. 115,256 110,498 4,758 633 na.
57 Acceptances of other banks 1,860 1,509 992 517 277 75
58 US.banks.............. . n.a. 277 2 275 n.a. n.a.
59 Foreign banks ... .. ... ... n.a. 1,232 990 241 na na.
60 Loans to individuais for household, family, and other personal expenditures (includes
purchased PaPEr). . . ... ... e 541,188 263,599 33,022 230,576 251,561 26,029
61  Credit cards and related plans .. ........................ L. . 218,587 96,471 n.a. n.a. 120,570 1,546
62 Other (includes single payment and instaliment) . .. ... 322,601 167.127 n.a. n.a. 130,990 24,483
63 Obligations (other than securities) of states and political subdi
(includes nonrated industrial development obligations) 18,042 9,607 34 9,573 7,579 855
64 Allother loans ................ ... .. i, 115,721 104,740 31,921 72.819 10.180 801
65  Loans to foreign governments and official i n.a. 8,121 7,510 611 29 n.a.
66 Otherloans . ..................... n.a. 96.619 24,411 72,208 10,152 n.a.
67 Loans for purchasing and carrying securities . ........... ... ... oo.s. na. na na. 19,058 1,900 n.a.
68 All other loans (excludes consumer loans) .. . n.a. n.a. n.a. 53,150 8,252 n.a.
69 Lease-financing receivables . ... ... .. .. 82,598 69,202 3914 65,288 12,738 658
70 Assets held in trading 8CCOUMES . ... v\t v ittt e 255,925 254,797 ? 1,093 1
71 Premises and fixed assets (including capitalized leases). 64,465 37,362 21,828 5,275
72 Other real estate owned . ......... ..ot 5,289 3,058 na. 1,776 455
73 Investments in unconsolidated subsidiaries and associated companies R 5,564 5,058 n.a i 474 32
74 Customers’ liability on acceptances outstanding. ............ ... .. ... ... .. 19,068 18,778 277 12
75 Net due from own foreign offices, Edge Act and agreement subsidiaries, and IBFs . n.a. na. 40,544 n.a. na.
76 Intangible assets . .. ... e .. 54,850 37,328 na. 16,721 801
TT Other A8SEES . L o e e e 140,391 98,296 n.a. 37,056 5,040
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Millions of dollars except as noted
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Banks with foreign offices’

Banks with domestic
offices onlyz

ltem Total
Total Foreign Domestic Over 100 Under 100
78 Total liabilities, limited-life preferred stock, and equity capital. . . ... ............ ... .. 4,613,200 2,867,474 n.a. n.a. 1,451,201 294,524
79 Total liabilities. . . ........ ... ... . . s 4,225,142 2,648,099 761,863 2,002,454 1,313,301 263,742
80 Total dePOSIES .. ...\t s 3,172,634 1.831,773 475,485 1,356,288 1,085,908 254.954
81  Individuals, partnerships, and corporations . ............. .. ... oo 2,814,217 1,572,949 303,033 1,269,916 1,009,859 231,409
82 US. gOVEIrRMINE . . ... ... .. na. n.a. n.a. 4,026 1,347 248
83 States and political subdivisions in the United States n.a. n.a. n.a. 40,837 55,479 19,807
84  Commercial banks in the United States......... 67,396 57,636 35,023 22,613 8.900 861
85  Other depository institutions in the United States n.a. n.a. n.a. 2,668 1,155 1,061
86  Banks in foreign countries . ............... n.a 94,480 87,509 6.970 306 na.
87  Foreign governments and official in: n.a. 41,442 40,301 1,140 31 na.
88  Certified and official checks...... . .. 17,085 8,962 1,172 7,789 6,568 1,555
89 Residual™ ... e 273.937 56,305 8.447 n.a. n.a. 14
90 Total ransaction ACCOUNLS . .\ vttt ettt et ettt e et ettt et a e b L 394 952 273,263 73.585
91 Individuals, partnerships. and corporations . 341,150 241,120 64.612
92 US. government . .................... ... ... 1,997 1,042 158
93 States and political subdivisions in the United States 14,673 16,593 6,811
94 Commercial banks in the United States........... 19,838 6,766 335
95 Other depository institutions in the United States. 1,939 868 102
96 Banks in foreign countries . .. ....... ... ... .. 6,970 306 na.
97 Foreign governments and official institutions 596 2 na.
98 Certified and official checks............. o 7.789 6,568 1,555
99 Residual® ... .o na. na. 13
100 Demand deposits (included in total transaction aCCOUNLS) ... .....vvvvennorernnn 347,781 181,891 37,038
101 Individuals, partnerships, and corporations .. ....... ... . L 299,224 161,043 33,456
102 US. government . ............................ 1,957 990 144
103 States and political subdivisions in the United States . 9,484 5,377 1,438
104 Commercial banks in the United States. . ................... 19,828 6,744 334
105 Other depository institutions in the United States. ............ 1,936 862 98
106 Banks in foreign countries .. ....... ... .. o oo 6,970 306 na.
107 Foreign governments and official institutions . ............... n.a. na na. 592 2 na.
108 Certified and official checks.............. . .. 7,789 6,568 1,555
109 Residual® . ... na na. 13
110 Total nONtranSaction ACCOUNES « . .. vttt ettt et e et e e e e e 961,336 812,645 181,368
111 Individuals, partnerships, and corporation: 928,766 768,739 166,796
112 US. government . .......................... 2,030 305 90
113 States and political subdivisions in the United States 26,164 38,887 12.996
114 Commercial banks in the United States. .......... 2,775 2,134 526
115 U.S. branches and agencies of foreign banks 0 0 n.a.
116 Other commercial banks in the United States. . 0 0 n.a.
117 Other deposxlory institutions in the United State: 729 2.359 959
118 Banks in foreign countries . . .......... ... 328 191 na.
119 Foreign branches of other U.S. banks . 0 0 na.
120 Other banks in foreign countries . 0 0 n.a.
121 Foreign governmems and official ins .. 545 30 na
122 Residual™ L. Y y Y n.a. n.a. 1
123 Federal funds purchased and securities sold under agreements to repurchase .. ............ 388,931 301,931 59,101 242,830 84,227 2,773
124 Demand notes issued to the US. Treasury ............................ 20,832 16,681 0 16,681 3,962 188
125 Trading liabthities . .. ... over et e 165,866 165,641 n.a. na. 225 0
126 Other borrowed MONEY. .. ... ooouiti et e 292,151 179,270 36,751 142,519 109,692 3,189
127 Banks' liability on acceptances executed and outstandmg . . 19,123 18,833 4,616 14,217 278 12
128 Notes and debentures subordinated to deposits. ... ..............coiu .. 52,100 47,393 3 n.a. 4,685 22
129 Net due to own foreign offices. Edge Act and agreement subsidiaries. and IBF: . n.a. na. 75,673 n.a. n.a.
130 All other Nabilities .. ....... ... . . . e 113,505 86,576 n.a. 24,324 2,605
131 Total equity capital. ... ... ... .. oo 388,057 219,376 na. 137.900 30,782
MEMO

132 Total individual reurement (IRA) and Keogh plan accounts . . . 69,881 66,947 14,097
133 Total brokered deposits. .. ..........ouiniiei i 26,601 20,420 1,118
134 Fully insured brokered deposits . . .. n.a. 21,243 18,098 1.061
135 Issued in denominations of less than $100,000....... ... ... ... ................. 3,880 3114 854
136 Issued in denominations of $100,000, or in denominations greater than $100,000 and

participated out by the broker in shares of $100,000 orless ................... na. n.a. 17,363 14,984 208
137 Money market deposit accounts (MMDAs). .................... . 365,807 194,385 26,256
138 Other savings deposits (excluding MMDAs) . 166,523 137,863 26,707
139 Total time deposits of less than $100,000. . 272,560 347,901 97,623
140 Total time deposits of $100,000 or more. ......... . 156,447 132,496 30,782
141 All negotiable order of withdrawal (NOW) accounts.................oiiiiinenenen 46,369 89,553 35,653
142 Number of banks ... ... ... 9.434 180 n.a. n.a. 2.975 6.279

Footnotes appear at the end of table 4.22
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4.22 DOMESTIC OFFICES Insured Commercial Bank Assets and Liabilities

Consolidated Report of Condition, March 31, 1997

Millions of dollars except as noted

Members
Non-
Item Total members
Total National State
| Total assets . ............................. e 3,967,555 3,107,152 2,306,406 800,746 860,403
2 Cash and balances due from depository institutions . . 226.825 187,045 142,030 45015 39,780
3 Total securities. held-to-maturity (amortized cost) and available-for-sale (fair value) .......... 229,187 173.912 §5.275 192,342
4 US. Treasury securities. .. ...... . . . . . L L i . 49,380 35,778 13.602
5 US government agency and ccrporauon ubllgdlmm (culudcs mortgage-backed securities) . 49,191 37,182 12,009
6 Securiucs issued by states and political subdivistons in the United States . 28,304 20,707 7.596
7 Mortgage-backed securities (MBS) ... ... .. N 91,039 71.135 19,904
8 Pass-through securities . 60,084 47210 12.874
9 Issued or guaranteed by FNMA. FHLMC or GNMA . 59.691 46.990 12,70
10 Other pass-through securities ...................... 393 220 173
11 Other mortgage-backed secunties (includes CMOs, REMICs. and stripped MBS)......... ... 30,955 23925 7.030
12 Issued or guaranteed by FNMA. FHLMC. or GNMA . ... .. .. ... ... R 27,173 21,406 5.767
13 All other mortgage-backed securities . . 3.782 2,519 1.264
14 Other debt securities . . 5,699 4,688 1.0t
15 Equity securities . 5,575 4422 1.153
16 Investments in muludl funds and other equity securities with readily determinable fair values. . .. 1,200 956 245
17 All other equity SECUTTHES . .. ... oot 4.375 3,466 909
18 Federal funds sold and securities purchased under agrecments toresell ............ ... ... ... 178,452 149,323 102.867 46,456
19 Total loans and lease-financing receivables, gross. 2,501,360 1,954,738 1,515,894 438.844 546,622
20 LESS: Uncarned income on loans. ........ 3,756 2,141 1.718 423 1,615
21 Total loans and leases (net of unearned income). 2.497.604 1,952,597 1,514,175 438.421 545,007
Total loans and leases, gross. by category
22 Loans sccured by real estate. ....... . L L L L e [,113.937 823.821 640,367 183.454 205,116
23 Construction and land development 77.820 52.448 40,385 11,563
24 Fammland ..........o.oL00 0L L L 25,231 12,063 9.368 2.695
25 One- 1o four-family residentiat propemex . 660,342 509,113 393,573 115541
26 Revolving, open-end loans, extended under lines of credit. . 86.604 71,405 57.827 13,578
27 All other loans. .......... RN 573,677 437,708 335,746 103,962 135 969
28 Mulifamily (five or more) resi aal pmpernes 38.787 27455 21.601 5,794 11,332
29 Nonfarm nonresidential properties . 316,758 222,742 174,881 47.861 94,016
30 Loans to depository institutions . . 65,650 64,020 58913 5,106 1,630
31 Loans to finance agricultural productlon md mhu loam 1o farmers . . e 38.265 20,788 16,785 4.003 17,478
32 Commercial and industrial 10808 . ... ... e e 588,984 490,743 364,565 126.177 98,241
33 Acceptances of other banks ............ . . L L L e R68 564 233 331 304
34 Loans to individuals for household, family, and mer pcrsonal expenditures
(includes purchased paper) 508,166 390,809 325,464 65.346 117,356
35 Obligations (other than securities) of states and politic 18,007 14,790 11.298 3.493 3,217
36 All other loans.......... . . . . 83,800 77.768 45,817 31,951 6.031
37 Lease-financing receivables. .. ... 78,684 71,435 52,452 18,983 7.249
38 Net due from own foreign offices, Edge Act and agreement subsidiaries, and IBFs. .. ............. ... 40,544 38,416 10,359 28.056 2,129
39 REMAHNNG @SSETS . . .. .ot ettt et ittt et e e e 602,600 550.585 363,063 187.522 52,015
40 Total liabilities . .. ... ... .. ... .. . . e 3.579,497 2,803,593 2,082,500 721,093 775,904
41 Total deposits. . .................. . 2.697.149 2,036,362 1,543,375 492.987 660,787
42 Individuals, partnershi nd Corpnru[ions . 25101,184 1,900,807 1,442,636 458,172 610.376
43 US. government ...... 5621 4,883 4.332 550 738
44 States and political subdivisions in the United States 116,123 77.737 55,965 21,772 38.387
45  Commercial banks in the United States . . 32374 28,517 24014 4.503 3,857
46 Other depository institutions n the Umited Sl.mf-« RN . . 4883 3.234 2.506 728 1.649
47 Certified and official checks . ... o000 oo oo L0 o0 PR 15012 11,892 8.958 5 4.020
48  Banks in foreign countries, foreign g governments. and fnrelgn official institutions ... ... ... 881 8.095 3872 886
49 Total transaction accounts. .. ... ... 741800 570,168 433,609 136,559 171,632
50 Individuals, partnerships. and corporations 646.882 494,729 376916 117.814 152,153
51 U.S. government . ... .. 3,196 2,694 2,189 505 502
52 States and political subdivisions in the United Stat 38.077 26,230 19.454 6.776 11,847
53 Commercial banks in the United Statcs . . . 26938 25,070 21,137 3932 1.869
54 Other depository institutions in the United St des P 2.908 2,455 1,907 548 454
55 Certified and official checks . ... oo 15912 11,892 8,958 2,935 4,020
56 Banks in foreign countries, foreign governments, and forcign official lnstltulmns ................ 7.887 7.098 3,048 4,050 789
57 Demand deposits (included in total transaction dcCoOUNts). ... .. ... ... i 566,710 461,646 351,184 110,462 105,064
58 Individuals, partnerships, and corporations . . 493,723 399,447 304,141 95,306 94,276
59 US. government ..........ooviiun e e s 3.091 2.641 2,148 493 450
60 States and political subdivisions in the United States 16.299 13,082 9,884 3.198 3217
61 Commercial banks in the United States . . . .. 26,906 25,038 21,106 3932 1.868
62 Other depository institutions in the United States . 2,896 2.452 1,904 548 444
63 Certified and official checks ............ 15912 11,892 8.958 2935 4,020
64 Banks in foreign countries, forcign govcrnmcnh and mr:q_n Uﬂ'ILId] msmullons . 7.882 7,094 3.044 4.050 788
65 Total nontransaction accounts. . ... .vovuvonr oot PPN 1,955,349 1,466,194 1.109.766 356,428 489,155
66 Individuals, parinerships, and corporations . . ..., F N 1364302 1,406,078 1.065.720 340.358 458,224
67 U.S. government ... .. 2,425 2,189 2,143 45 236
68 States and political subdivisions in the United States . 78,047 51,507 36.511 14.996 26,540
69 Commercial banks in the United States . .. ..., .. . 5,435 3,447 2,877 570 1,988
70 Other deposllory institutions in the United States . . . P 4,047 1,977 1,692 285 2,070
71 Banks in foreign countrics. foreign governments, and lorexgn official institutions . ............ 1,094 997 824 173 97
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4.22 DOMESTIC OFFICES Insured Commercial Bank Assets and Liabilities—Continued

Consolidated Report of Condition, March 31, 1997

Miilions of dollars except as noted

Members
Non-
tem Total members
Total Nanonal State
72 Federal funds purchased and secunities sold under agreements to repurchase 329,830 291.418 206.877 84,540 38412
73 Demand notes sssued to the U.S. Treasury . . . . 20.832 19.002 10.545 8457 1.830
74 Other borrowed money ...... . ... . s 255.400 207.096 158,435 48,662 48,304
75 Banks liability on acceptan executed and ou(>tdndmg 14,507 14.228 9,385 +.343 279
76 Net due to own foreign offices, Edge Act and agreement s B 75,673 65.162 46.017 19.146 10,511
77 Remaining Jabilities . .. . ..ottt e 186,106 170,325 107.367 62.959 15.781
MEMO
78 Trading assets at large Banks® e 76,431 76.069 30,412 35,657 362
79 US. Treasury securities (domestic offices) . . . 11.682 14,626 10.704 3922 56
80 US. goverament agency corporation obligahons. . .......... . . ... 2,053 2,026 1,675 351 26
81  Securitics issued by states and political subdivistons in the United States 853 847 674 172 6
82 Mortgage-backed sccurities. . . . . o . . 5.930 5.850 562 5.288 81
83 Other debt securities . . . .. 7.552 7,551 5,020 2,530 2
84  Certificates of deposit . . .. 1.306 1.306 630 675 0
85  Commercial paper...... ... o alieeeiiiaieis i . . 271 166 166 0 105
86  Bankers acceptances . .. N B 1.537 1.501 813 688 36
87  Other trading assets . ... . ... . . oeaa. L oo S 5,365 5,327 1,983 3,343 39
88  Revaluation gains on interest mte foreign L.\Lhdﬂgﬂ rate. and other commodlly m\d
CUUILY CONLEACTS oot ottt et o et e et e e 36,881 36,870 18.183 18.687 I
89 Total individual retirement (IRA) and Keogh plan accounts 150.926 112,465 87,608 24,857 38,461
90 Total brokered deposits. .. ........... S 48,139 33,030 23374 9,657 15.109
91  Fully msured brokered dcpmllc F 40,403 28415 19.928 8478 11,987
92 Jssued 1n denominations of less than $100,000 . 7.847 5.379 2.893 2486 2468
93 Issued in denominations of $100,000. or 1n dcnommauom nmncr than $IOO 000 and
participated out by the broker in shares of $100,000 or less ... oL 32,555 23,036 17.045 3992 9.519
94 Money market deposit accounts (MMDAS). . ... . 586,448 485,733 381,091 104.642 100,715
95 Other eavmgs deposits. ... ... 331,093 258,036 186,154 71,882 73,057
96 Total time deposits of less than $100,000 . . 718,084 497 588 387.858 109.730 220,496
97 Total nme deposits of $100,000 or more . L A o 319.724 337 154.663 70,174 94,887
98 All negotiable order of withdrawal (NO\M .]uu)un(s ................. 171,578 I(J 513 81130 25.382 65,062
99 Number of banks. ... ..ot e 9434 3.731 2,726 1,005 5,703

NOTE. The notation “n.a.”” indicates the lesser detai] available from banks that don’t have
foreign oftices, the inapplicability of certain items to banks that have onty domestic offices or
the absence of detail on a fully consohidated basis for banks that have foreign offices.

1. All transactions between domestic and foreign offices of a bank are reported 10 “net due
trom™ and “"net due to™ lines. All other lines represent transactions with parties other than the
domestic and foreign offices of each bank. Because these intraoffice transactions are nullified
by consolidation, total assets and total liabilities for the entirc bank may not equal the sum ot
assets and liabihties respectively of the domestic and foreign offices.

Foreign offices include branches m foreign countries. Puerto Rico. and U.S, territories and
possessions: subsicharies n foreign countries; all offices of Edge Act and agreement corpora-
tons wherever located, and [BFs.

. *Over 100” refers to hanks whose assets, on June 30 of the preceding calendar year,
were $100 million or more (These banks file the FFIEC 032 or FFIEC 033 Call Report.)
“Under 1007 refers to banks whose assets, on June 30 of the preceding calendar year. were
less than $100 nullion. (These banks file the FFIEC 034 Call Report.)

3. Becausc the domestic portion of allowances for loan and lease losses and allocated
transfer risk reserves are not reported for banks with foreign offices. the components of total
assets {domestic) do not sum to the actual total (domestic).

4. “Residual” equals the sum of the “n.a.”" categorics listed above it

5. Components of “Trading assets at large banks™ are reported only by banks with einther
total assets of S1 billion or more or with $2 billion or more 0 the par/notional amount of ther
off-balance-sheet dervative contracts.
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434 RESIDENTIAL LENDING ACTIVITY OF FINANCIAL INSTITUTIONS COVERED BY HMDA, 1984-96

Number
Item 1984 1985 1986 1987 1688 1989 1990 1991 1992 1993 1994 1995 1996
1 Loans or applications
(millionsy™ .. ......... 1.86 1.98 2.83 342 339 313 6.5 7.89 12.01 15.38 1219 11.23 14.81
2 Reporting institations . .. ... 8491 8,072 8,898 9,431 9,319 9,203 9,332 9.358 9.073 9,650 9,858 9,539 9,328
3 Disclosure reports. .. ... .. . 11.799 12,567 12,329 13,033 13919 14,154 24.041 25934 28,782 35976 38,750 36,611 42.946

| Before 1990, includes only home purchase, home refinancing, and home improvement
loans originated by covered institutions: beginning 1n 1990 (tirst year under revised reporting
system), includes such loans originated and purchased, applications approved but not ac-
cepted by the applicant, applications denied or withdrawn. and applications closed because
information was incomplete.

2. Revised from preliminary data published in Glenn B. Canner and Dolores S. Smith,
“Home Mortgage Disclosure Act: Expanded Data on Residential Lending.” Federal Reserve
Bulletin, vol. 77 (November 1991), p. 861, to reflect corrections and the reporting of
additional data.

SOURCE. FFIEC, Home Mortgage Disclosure Act.

4.35 APPLICATIONS FOR HOME LOANS REPORTED UNDER HMDA
By Type of Dwelling, Purpose of Loan, and Loan Program, 1996

Thousands
One- to four-family dwellings
L Multifamily All
oan program dwellimgs'
Home purchase Home refinancing Home improvement All
1 8385 191.2 218.4 1,248.1 * 1,248.5
2 282.6 939 * 376.8 * 376.8
3 N 22.8 3.1 6 26.5 * 26.5
4 Conventional . ... .... 5,163.1 42373 1,923.9 11,3243 333 11,357.6
STotal ... ....... ... 6,306.9 4,525.5 2,143.2 12,975.6 338 13,009.4
*Fewer than 500. SOURCE. FFIEC, Home Mortgage Disclosure Act.
1 Multifamily dwellings are those for five or more fanulies.
4.36  HOME LOANS ORIGINATED BY LENDERS REPORTING UNDER HMDA
By Type of Dwelling. Purpose of Loan, and Type of Lender, 1996
Percent
One- to four-family dwellings
Type of lender Home purchase h:ult;lfgnnnll)/ All
Home Home All wellings
financin; improvement
. VA- FmHA- : e & P
FHA-insured guaranteed insured Conventional All
1 Commercial bank . 83 9.4 14.2 24.6 209 319 62.7 30.9 52.4 310
2 Savings association. . .. 9.5 9.6 8.4 21.8 18.9 16.0 7.0 16.2 39.7 16.2
3 Credit union ... .. PR 2 2.0 1 2.0 1.7 4.1 11.3 39 6 39
4 Mortgage company~ 82.1 79.1 7.2 SES 584 480 19.0 49.0 73 489
STotal ............... 100 100 100 100 100 100 100 100 100 100
MEMO
Distribution of loans
6 Number............. 651.552 211,971 16.717 2.926,097 3,806,337 2,577,787 1,105,799 7,489,923 23,268 7.513,191
7 Percent. ............ 8.7 28 2 38.9 507 343 14.7 99.7 3 100.0

*Less than 0.05 percent.
| Multifamily dwellings are those for five or more families.

2. Comprises all covered mortgage companies, including those affiliated with a commer-
cial bank, savings association, or credit union.
SOURCE. FFIEC, Home Mortgage Disclosure Act.
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4.37 APPLICATIONS FOR LOANS FOR ONE- TO FOUR-FAMILY HOMES REPORTED UNDER HMDA
By Purpose of Loan and Characteristics of Applicant and Census Tract, 1996

Home purchase
Home refinancing Home improvement
Government-backed' Conventionat
Characteristic
MEMO MEMO
Percentage of Percentage of
Number Percent characteristic’s Number Percent characteristic’s Number Percent Number Percent
home purchase home purchase
loans loans
APPLICANT
Racial/ethme dentity
1 American Indian or
Alaskan Native . . 5107 5 12.5 35626 7 87.5 14.780 4 10.322 7
2 Asian or Pacitic
17,967 1.6 11.9 132,581 2.7 88.1 96,734 2.7 24,150 15
3 158,862 14.5 29.1 386,805 7.8 70.9 207,244 83 181,665 11.6
4 143,734 13.2 33.2 289,780 5.9 66.8 191,018 5.3 133,427 8.5
5 723,690 66.2 15.6 3,909.737 793 84.4 2,862,904 79.8 1,169,544 747
6 6.885 6 125 48,070 1.0 87.5 53,805 1.5 18.058 1.2
7 36.394 33 225 125036 25 775 70.087 2.0 2R466 1.8
8 Total e 1,092,639 100.0 18.1 4,927,635 100.0 81.9 3,586,572 100.0 1,565,632 100.0
Income (percentage of
MSA median)
9 Less than 80 ......... 401,326 418 267 1,104,236 31.0 733 994,536 29.3 610.570 36.2
10 80-99 ... .. e 205,039 214 20.5 490,525 13.8 70.5 496,362 14.6 254.899 15.1
11100119 ... . . . ... 142,297 14.8 24.8 430,426 12.1 752 446,152 13.2 220,344 13.1
12 120 or more . ...... 210,724 220 12.0 1,539.747 432 88.0 1,453,606 429 600,560 356
13 Total ..... .......... 959,386 100.0 21.2 3,564,934 100.0 78.8 3,390,656 100.0 1,686,373 108.0
CENSUS TRACT
Racial/ethne
(‘(ll"p(‘Sfl(!'l
(minorities as
percentage of
population)
14 Less than 10 363,776 37.5 16.3 1,862,839 51.8 83.7 1,818,366 49.7 752,526 442
15 10-19 ....... S 223,969 23.1 224 771,714 21.6 77.6 696,220 19.0 316,004 18.6
16 2049 .. 247,606 255 28.0 636,157 17.7 72.0 622,544 17.0 327.076 19.2
17 50-79 . . .. 78,115 8.] 279 201,602 5.6 72.1 253,381 6.9 137.692 8.1
18 80-100 .. 56,892 59 22 119.853 33 67.8 267,725 7.3 169,277 99
19 Total ... ........... 970,358 100.0 21.2 3,598,165 1009 78.8 3,658.236 100.0 1,702,575 100.0
Income*
20 Low or moderate . .. ... 179,887 18.3 26.4 501.023 13.9 73.6 619,444 16.9 382.286 221
21 Middle 560.903 572 238 1,798.183 49.9 76.2 1,880,950 S1.3 905.699 523
22 Upper ... .. RN 240,397 24.5 15.6 1.301.405 36.1 84.4 1,166,120 318 442,967 256
23 Total ... . .......... 981,187 100.0 214 3,600,611 100.0 78.6 3,666,514 100.0 1,730,952 100.0
Location*
24 Central city. ......... 456,154 46.0 24.3 1,423,485 38.8 757 1,465.266 394 782,096 444
25 Non-central city....... 536.052 54.0 19.3 2,244,134 612 80.7 2,256,574 60.6 978.297 55.6
26 Total ..... . . ...... 992,206 100.0 21.3 3,667,619 100.0 78.7 3,721,840 100.0 1,760,393 100.0
NOTE. Lenders reported 13,009,405 applications for home loans in 1996. Not all character- median family income for the MSA in which the tract is located. Categories are defined as
istics were reported for all applications; thus the number of applications being distributed by follows: Low or moderate income, median family income for census tract less than 80 percent
characteristic varies by characteristic. of median family income for MSA; Middle income. median family income at least 80 percent
I. Loans backed by the Federal Housing Admimstration, the Department of Veterans and less than 120 percent of MSA median; Upper income, median family income 120 percent
Atffairs, or the Farmers Home Admimstration. and greater of MSA mcdian.
2. MSA median is median family income of the metropolitan statistical area (MSA) in 4. For census teacts located in MSAs.
which the property related to the loan is located. SOURCE. FFIEC, Home Mortgage Disclosure Act.

3. Census tracts are categorized by the median family income for the tract relative to the
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4.38 APPLICATIONS FOR LOANS FOR ONE- TO FOUR-FAMILY HOMES REPORTED UNDER HMDA
By Purpose of Loan, with Denial Rate, and by Characteristic of Applicant, 1996

Home purchase
Home refinancing Home improvement
thﬂgi;ﬂ‘;{lcl Government-backed? Conventional
Distribution Denial rate Distribution Denial rate Distribution Denial rate Distribution Denial rate
American Indian or Alaskan Native

1 Onemale ...................... 32,40 13.60 29.30 51.00 28.50 22.00 38.10 54.10

2 Two males . 2.10 11.80 1.40 51.70 1.30 22.80 1.20 39.40

3 One female. .. .. 26.00 14.10 26.40 53.10 25.00 21.10 25.20 41.00
4 Two females............. .. 1.70 13.60 240 55.90 240 2630 1.00 45.70

5 One male and one female .. ...... 3780 12.50 40.50 47.80 42.80 19.70 34.40 3240

6 Total® ... ..................... 100.00 12,70 100.00 50.20 100.00 21.00 100.00 42.90

Asian or Pacific Islander

7 Onemale ......... . ....... 21.70 9.40 19.30 16.90 15.10 2230 24.30 40.00

8 Two males . . . 4.10 12.20 2.70 17.00 1.90 20.90 1.20 33.80

9 One female . . . . 14.60 9.30 14.10 17.10 13.60 22.40 16.10 36.90
10 Two females............. .. 2.60 7.90 2.00 17.10 1.60 21.60 1.00 31.00
11 One male and one female 57.00 10.10 61.90 11.80 67.80 18.50 57.50 28.70
12Total ....... . .. ...... . ... 100.00 9.90 100.00 13.80 100.00 19.70 100.00 33.20

Black
13O0nemale ...................... 27.00 15.10 26.10 48.80 23.90 26.70 27.20 44.90
14 Two males . .. e 1.00 15.00 .90 51.00 70 26.50 .50 42.70
15 One female . . . 32.70 14.70 35.10 51.10 31.20 26.30 36.70 45.10
16 Two females............. N 2.80 1710 330 56.30 2.00 26.20 1.70 45.40
17 One male and one female ........ 36.50 16.20 3470 45.70 42.20 24.80 33.90 38.60
18 Total® ........................ 160.00 15.50 100.00 48.80 100.00 25.80 100.00 42.80
Hispanic
19 Onemale ......... ....... ... 22.60 10.50 27.60 39.40 18.90 2570 30.80 44,30
20 Two males . .. 7.00 8.40 3.20 33.00 1.80 25.70 1.30 43.80
21 One female. .. .. 11.40 10.30 15.80 36.80 15.90 23.80 21.10 44.70
22 Two females.................... 2.20 10.80 2.00 37.80 1.50 24.80 1.10 45.50
23 One male and one female . ...... 56.80 10.20 51.50 30.90 61.80 23.90 45.70 36.00
24 Total® ... .......... . ... 100.00 10.20 100.00 34.40 100.00 24.30 100.00 40.60
White
25 Onemale ...................... 23.80 9.20 21.60 29.80 17.90 18.30 21.60 28.10
26 Twomales .. ............ .. 1.50 9.30 1.80 35.50 90 16.20 .60 25.90
27 One female . ....... . .... A 15.70 8.10 16.40 28.80 13.90 16.80 17.40 27.50
28 Two females. ............. R 1.20 9.10 1.20 32.80 .80 15.80 .80 31.70
29 One male and one female . ....... 57.80 8.40 59.00 20.20 66.50 13.20 59.50 20.10
30 Total® ... ... 100.00 8.60 100.60 24.10 100.00 14.70 100.00 23.30
All
31 Onemale ..................... 24.10 10.40 22.30 3220 18.50 19.70 23.20 32.80
32 Two males ... .. 2.20 9.40 1.90 35.20 .90 18.20 70 30.70
33 One female . . . 17.70 10.20 17.90 32.80 15.50 19.00 20.10 33.20
34 Two females........... . .. 1.60 11.50 1.50 37.10 1.00 18.70 1.00 36.00
35 One male and one female . ........ 54.40 9.50 56.50 21.90 64.10 14.60 55.10 22.80
36 Total ...l 100.00 9.90 100.00 26.60 100.00 16.30 100.00 27.40
1. Applicants are categorized by race of first applicant listed on Loan Application Register, 3. Includes all applicants from racial or ethnic group regardless of whether gender was
except for joint white and minority applications, which are not shown in this table. reported.
2. Loans backed by the Federal Housing Administration, the Department of Veterans SOURCE FFIEC, Home Mortgage Disclosure Act.

Affairs, or the Farmers Home Administration.
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439 APPLICATIONS FOR HOME LOANS REPORTED UNDER HMDA By Loan Program and Size of Dwelling, 1996

Percent
One- to four-family dwellings
Type of loan Home purchase Home refinancing
program

Approved | Approved Approved | Approved
and but not Denjed Withdrawn | File closed Total and but not Denied Withdrawn | File closed Total

accepted accepted accepted accepted
777 2.0 10.0 8.9 1.4 100 584 6.9 10.5 19.8 4.5 100
75.0 2.2 9.5 12.1 1.2 100 63.0 6.6 7.8 17.6 4.7 100
73.5 2.1 144 89 1.2 100 409 5 55.5 2.8 3 100
56.7 8.7 26.8 6.8 1.0 100 56.8 8.1 20.8 11.9 24 100
60.4 7.5 237 74 1.1 100 57.0 8.1 20.1 12.4 25 100

One- to four-family dwellings
Muttifamily dwellings'
Home improvement

Approved | Approved Approved | Approved
and but not Denied Withdrawn | File closed Total and but not Denied Withdrawn | File closed Tota)

accepted accepted accepted accepted
32.1 11.4 497 i2.4 2.4 100 8.6 1.2 73 12.1 7 100
45.6 5.7 8.4 26.6 3.6 100 68.0 * i6.0 16.0 * 100
239 1.0 737 1.3 2 100 70.0 * 30.0 * * 100
538 77 314 6.0 1.0 100 68.8 3.6 153 10.5 1.8 100
51.6 8.1 325 6.7 1.1 100 68.9 3.6 15.2 10.5 1.8 100

NOTE. Loans approved and accepted were approved by the lender and accepted by the *Less than 0.05 percent.
applicant. Loans approved bui not accepted were approved by the lender but not accepted by 1. Multifamily dwellings are those for five or more families.
the applicant. Applications denied were denied by the lender, and applications withdrawn SOURCE. FFIEC, Home Mortgage Disclosure Act

were withdrawn by the applicant. When an application was left incomplete by the applicant,
the lender reported file closed and took no further action.
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4.40 APPLICATIONS FOR ONE- TO FOUR-FAMILY HOME LOANS REPORTED UNDER HMDA
By Disposition of Loan and Characteristics of Applicant and Census Tract, 1996

A. Home Purchase Loans

Percent
Gavernment-backed ! Conventional
Characteristic
Approved Denied Withdrawn File closed Total Approved Denied Withdrawn File closed Total
APPLICANT
Racial or ethnic identiry
1 American Indian or
Alaskan Native .. .. 75.9 12.7 9.5 1.9 100 435 50.2 5.6 7 100
2 Asian or Pacific Islander . 78.9 9.9 10.1 1.2 100 75.0 13.8 9.4 1.8 100
3 BN . 72.0 15.5 10.6 2.0 100 44,1 48.8 6.0 1.1 100
4 78.5 10.2 10.0 1.3 100 56.1 344 8.0 1.5 100
5 82.6 8.6 78 1.0 100 68.8 24.1 6.2 9 100
6 755 124 10.5 1.6 100 61.3 300 72 15 100
7 79.8 10.5 87 1.0 100 60.3 323 6.5 9 100
Income ratio (percentage
of MSA mediany®
8 Lessthan 80............ 794 1.2 R2 1.2 100 59.1 342 5.7 9 100
9 American Indian or
Alaskan Native .. 76.2 13.5 8.8 1.6 100 482 45.6 5.4 8 100
10 Asan or Pacific
Istander ...... .. 79.1 10.3 9.4 1.2 100 725 17.0 8.8 1.6 160
11 Black ..... ......... 724 159 10.0 1.8 100 48.0 44.5 6.1 1.4 100
12 Hispanic... . ..... . 79.8 10.7 8.2 1.2 100 54.9 375 6.2 1.4 100
13 White R 82.2 9.5 7.3 1.0 100 62.0 321 S 7 100
14  Other ....... 755 14.0 9.1 1.3 100 54.6 39.1 5.1 1.2 100
15 Joint? ... .. . Lo 77.2 13.1 8.5 1.1 100 44.0 50.9 4.6 5 160
16 80-99.. . ........ ... 84.1 8.0 7.1 9 100 71.8 20.5 6.6 ] 100
17 American Indian or
Alaskan Native . . . 80.0 1.2 6.9 19 100 59.0 333 6.7 1.1 100
18  Asian or Pacific
Islander . 82.0 8.2 8.8 ta 100 78.4 1.7 8.4 1.5 100
19 Black . 77.1 12.6 8.9 1.4 100 57.1 336 7.6 1.7 100
20 Hispanic 81.9 88 8.3 1.0 100 63.2 27.3 8.0 1.6 100
21 White 86.3 6.6 6.3 7 100 74.7 18.6 5.9 .8 100
22 Other 81.0 9.0 8.8 1.2 100 65.4 25.7 72 1.7 100
23 Jont” 83.1 9.1 6.9 9 100 63.0 297 6.4 1.0 100
24 100-119 84.7 7.3 7.1 9 100 76.3 15.8 6.9 1.0 100
25  American Indian or
Alashan Native . . 83.8 9.3 6.3 6 100 64.5 26.6 15 1.4 100
26 Asian or Pacific
Islander ... .... . 823 8.4 8.7 7 100 78.8 1.4 8.4 1.4 100
27 Black .... . ..... . 775 12.3 89 1.3 100 61.3 289 8.0 1.7 100
28 Hispanic. . ...... . 812 8.7 8.8 1.2 100 65.4 24.2 8.7 1.7 100
29 White..... . . 87.1 6.0 6.3 7 100 789 14.0 6.2 8 100
30 Other .. .. 80.1 9.8 8.9 12 100 705 212 6.7 1.6 100
3t Joint® . . o 84.3 79 7.1 7 100 723 20.0 6.7 9 100
32 120ormore........ ... 84.0 7.0 8.0 1.0 100 81.6 9.8 7.4 || 100
33 American Indian or
Alaskan Native . .. 81.3 85 8.1 2.0 100 73.0 16.6 9.1 1.3 100
34 Asian or Pacific
Islander ......... 80.8 89 9.2 1.1 100 78.5 10.6 9.1 1.7 100
35 Black ..... . e 782 114 9.1 1.4 100 68.2 204 9.4 1.9 100
36 Hispanic.. ... R 79.2 8.3 11.3 1.2 100 714 16.7 10.1 1.8 100
37 White . 86.6 S8 6.8 .8 100 37 8.6 6.7 1.0 100
38  Other .... AN 76.1 1.6 10.7 1.7 100 74.8 14.5 9.1 1.7 100
39 Jointh ...l 835 77 79 1.0 100 79.8 1.4 7.6 1.2 100
CENSUS TRACT
Racial or ethnic
composition
(minorities us
percentage of
population)
40 Less than 10 . ....... . 834 7.5 8.1 9 100 77.0 15.8 6.3 9 100
Lo 822 85 8.3 1.0 100 726 18.9 7.3 1.2 100
79.8 10.0 9.0 1.2 100 66.3 24.8 7.6 1.3 100
76.1 122 10.1 1.6 100 60.9 29.2 83 1.6 100
71.9 129 13.0 12 100 554 33.1 9.4 2.1 100
Income*
45 Low or moderate . . ... . 76.7 11.6 10.1 1.6 100 59.8 317 72 13 100
46 Middle ....... ....... 816 88 85 1.1 100 709 214 6.6 1.0 100
47 Upper................. 823 7.8 8.9 1.0 100 797 11.7 7.5 1.1 100
Location®
48 Centralcity ....... . . 799 10.0 8.9 13 100 704 2t 72 1.2 100
49 Non—-central city ..... . 81.7 83 9.0 1.0 100 736 18.6 6.8 1.0 100
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440 APPLICATIONS FOR ONE- TO FOUR-FAMILY HOME LOANS REPORTED UNDER HMDA
By Disposition of Loan and Characteristics of Applicant and Census Tract, 1996—Continued

B. Home Refinancing and Home Improvement Loans

Percent

Home retinancing

Home improvement

Charactenistic
Approved Denied Withdrawn File closed Total Approved Denied Withdrawn File closed Total
APPLICANT
Racial or ethnic {dentity
1 American Indian or
Alaskan Native .. ... 60.4 21.0 15.2 34 100 532 42.9 34 5 100
2 Asian or Pacific Islander. . 64.8 19.7 12.7 2.8 100 58.6 332 5.4 2.8 100
3 Black ... . 57.6 25.8 13.4 3.2 100 52.0 4238 4.5 7 100
4 Hispanic. .. 58.6 24.3 142 3.0 100 542 40.6 42 11 100
5 White ... .. 739 147 9.5 19 100 72.1 233 4.0 6 100
6 Other .. S 51.9 324 13.5 22 100 51.1 36.5 10.5 L9 100
Tdoint? L 69.0 18.3 10.5 23 100 684 26.5 4.0 L1 100
Income ratio (percentgge
of MSA median)’
8 Less than 80............ 58.8 262 12,6 2.4 100 50.8 422 5.9 1.0 100
9 American Indian or
Alaskan Native . . 54.7 25.1 la.6 3.5 100 54.1 40.8 4.5 6 10¢
10 Asian or Pacific
Islander ......... 59.6 247 130 27 100 473 45.7 4.8 2.2 100
11 Black ... ... B 55.8 28.1 13.0 3.1 100 46.1 48.9 43 6 100
12 Hispanic. .... 55.1 29.1 129 29 100 45.6 49.0 42 1.2 100
13 White .. . 68.7 19.4 10.0 20 100 63.4 31.8 4.2 6 100
14 Other 46.9 38.4 12.9 1.8 100 39.9 47.8 9.0 33 100
15 Joint* FR 62.1 247 10.9 2.3 100 544 40.2 4.1 1.3 100
16 80-99................. 65.7 20.6 1.4 2.2 100 59.8 324 6.7 12 100
17 American [ndian or
Alaskan Native . . . 63.5 19.7 142 25 100 62.8 3.0 4.1 2 100
18 Asian or Pacific
Islander . .- 65.9 19.3 12.1 2.8 100 577 342 52 2.8 100
19 Black . ...... . 58.2 26.2 12,6 3.1 100 337 41.3 4.4 6 100
2 Hispanic..... . R 58.4 254 134 2.8 100 542 40.2 4.5 1.2 100
21 White ... 74.4 14.9 8.9 1.8 100 71.4 240 4.0 6 100
22 Other ... 534 323 12.3 2.1 100 517 36.7 10.2 t4 100
23 Joint® ... 66.7 200 10.1 22 100 64.2 31.1 3.6 1.2 100
24 100-119 68.1 18.8 11.0 22 100 63.6 284 6.7 13 100
25  American Indian or
Alaskan Native . .. 62.6 19.9 14.8 2.8 100 68.8 26.7 4.0 N 100
26 Asian or Pacific
Islander o 67.3 18.5 17 2.5 100 62.9 29.4 49 2.8 100
27 Black ............ . 59.1 24.6 132 3.0 100 56.5 38.1 4.6 8 100
28  Hispanic. . 58.8 25.1 13.1 3.0 100 574 373 4.4 L1 100
29 White... ...... . 76.3 13.5 8.5 1.7 100 74.7 20.8 38 .6 100
30 Other .......... .. 553 29.6 123 22 100 57.1 312 103 1.4 100
31 Joint® ... .. .. 70.0 18.7 9.1 2.1 100 67.5 26.7 4.6 i1 100
32 120 or more 71.7 15.6 10.5 2.2 100 703 219 6.4 14 100
33 American Indian or
Alaskan Native . . . 65.7 18.1 133 29 100 734 225 33 8 100
34 Asian or Pacific
Islander ......... 67.6 17.9 11.6 2.9 100 65.7 25.8 54 3l 100
35 Black ............... 61.2 234 i2.3 3.0 100 63.3 317 4.2 8 100
36  Hispanic. .... . 62.7 20.5 141 26 100 647 309 3.4 9 100
37 White 77.9 11.8 85 1.8 100 80.1 15.6 35 8 100
38 Other . AN 58.1 25.8 131 3.0 100 60.2 262 122 1.4 100
39 Joimtt . ... . 718 16.6 9.5 2.1 100 74.7 207 34 12 100
CENSUS TRACT
Racial or ethnic
composition
{minorities as
percentage of
population)
40 Less than 10, . 70.8 16.5 10.6 2.1 100 69.3 24.4 5.6 N 100
41 10-19.... ...... . 65.0 19.7 12.6 2.7 100 59.6 312 1.7 14 100
42 2049 ........ .. 59.6 232 14.2 3.0 100 52.6 372 8.4 1.8 100
43 50-79.... .. 54.2 26.7 15.7 33 100 46.0 44.4 7.8 1.8 100
44 30100 .. 50.0 28.9 17.4 37 100 42.6 439 71 1.4 100
Income®
45 Low or moderate . .. .. .. 55.5 26.6 14.9 0 100 48.5 43.7 6.6 1.2 100
. 63.6 19.7 12.2 2.5 100 61.0 312 6.7 1.1 100
69.5 164 11.6 25 100 66.4 252 7.0 L5 100
Location®
48 Central city ........... 62.3 217 133 27 100 56.0 36.0 6.8 1.3 100
49 Non—central city ....... 67.1 18.6 1.8 2.4 100 62.8 294 6.6 1.1 100

NOTE. Applicant income ratio s applicant income as a percentage of MSA median. MSA
median is median family income of the metropolitan statistical area (MSA) in which the
property related to the loan is located.

I. Loans backed by the Federal Housing Admunistration, the Department of Veterans
Affairs, or the Farmers Home Admunistration,

2. White and minority.

3. MSA median is median family ncome of the metropolitan statistical area (MSA) in
which the property related to the loan 1s located.

4. Census tracts are categorized by the median family income for the tract relative to the
median family income for the MSA in which the tract is located. Categories are defined as
follows: Low or moderate income, median family income for census tract less than 80 percent
of median family income for MSA; Middle income, median family income at least 80 percent
and less than 120 percent of MSA median; Upper tncome, median family income 120 percent
and greater of MSA median.

5. For census tracts located in MSAs.

SOURCE FFIEC, Home Mortgage Disclosure Act.
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441 HOME LOANS SOLD By Purchaser and Characteristics of Borrower and Census Tract, 1996

Fannie Mae Ginnie Mae Freddie Mac FmHA Commercial bank
Characteristic
Number Percent Number Percent Number Percent Number Percent Number Percent
PAIL. ..o . 1,092,445 100.0 824,445 100.0 843.859 100.0 3.444 100.0 116,675 100.0
BORROWER
Racial or ethnic identiry
2 American Indian or Alaskan Native . .. 2,877 3 2,267 4 1,740 2 38 1.2 275 3
Y Asian or Pacific [slander ........... 33,501 37 8,736 Le 20.189 2.9 76 24 2225 24
4 Black. ... L IR 35.624 39 68.130 127 21447 34 386 12.4 7,714 8.2
5 Hispanic. . 46,711 5.1 64,146 12.0 25,363 3.6 422 13.2 7,368 7.8
6 White. .. 772,148 84.1 374,431 69.8 612,093 87.5 2.156 67.7 73,830 78.1
7Other........ . ..... .. 7579 8 3.530 7 48386 7 21 7 732 8
B Joimt....... e 19,228 2.1 14,987 238 13.483 1.9 36 27 2329 2.5
9Tetal . ..................... ... 917,668 160.0 536,227 100.0 699,201 100.0 3,185 100.0 94,473 160.0
Income ratio (percentage of MSA
median)
10 Less than 80 . . 176,873 21.6 140,033 38.7 127.580 20.6 1,146 40.9 21.241 249
11 80-99  ..... ... .. 127.591 15.6 78.882 21.8 94,046 15.2 557 19.9 13234 15.5
12 100-119. .. .. . . . 123,771 15.1 57,412 15.9 95,265 15.4 363 129 11,782 13.8
13 1200rmore. .. .......oooiiiiii 390.102 47.7 85.632 237 302.177 48.8 739 26.3 39,142 45.8
\4 Total . . . ... ... B 818.337 100.0 361,959 100.0 619,072 100.0 2.805 100.0 85,399 100.0
CENSUS TRACT
Racial or ethnic composition (mmnorittes
as percentage of population)
15 Less than 10 512,872 54.8 268.952 36.5 429,231 599 1.360 45.1 48,249 473
16 10-19........ 201,014 215 175,616 239 145.551 203 643 21.3 22,430 22.0
17 2049, .. . 150,895 16.1 192,339 26.1 101.211 14.1 620 20.5 20,858 20.5
18 50-79... 45,387 4.8 59,212 8.0 27,17t 38 188 6.2 5,674 5.6
19 80-100. . 26,257 2.8 39,901 54 13.896 1.9 207 6.9 4,717 4.6
20 Total .............. e 936,325 100.0 736,020 100.0 717.060 100.0 3,018 100.0 101,928 100.0
Income
21 Low or moderate. . . . ............ 87.520 9.3 123,376 16.6 59,833 8.3 639 219 13,710 13.3
22 Middle 468,804 50.0 430,471 58.0 365,890 51.0 1.694 56.3 51,083 495
380,803 40.6 188,483 25.4 291,249 40.6 654 21.7 38,440 372
24 Total .. .. . oL 937,127 100.0 742,330 100.0 716.992 100.0 3.007 100.0 103,233 100.0
Location
25 Centralcity ... ...... . ....... ... 350,330 374 328,997 44.3 253414 353 1.341 444 41.827 40.5
26 Non—central eny ...... . ..., . ... 587,847 62.6 413.644 557 464.003 64.7 1.677 356 64,485 39.5
27 Total ................. ... ... ..., 937,777 100.0 742,641 100.0 717,417 160.0 3,018 100.0 103,312 100.0
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441 HOME LOANS SOLD By Purchaser and Characteristics of Borrower and Census Tract. 1996—Continued

Savings bank or savings and loan Lafe msurance company Affiliate Other
assoclation
Characteristic
Number Percent Number Percent Number Pecreent Number Percent
DAL o 59,616 100.0 6,761 100.0 484.759 100.0 1,422,144 100.0
BORROWER
Racial or ethnic identity
2 Amencan Indian or Alaskan Native .. 149 3 13 2 2175 5 6,139 5
3 Asian or Pacific Islander .. . ..., 1,140 2.2 154 24 18,952 43 30153 2.6
4 Black . ... . 3,203 6.2 570 8.7 31.459 7.1 120,071 10.2
5 Hispanic . . o 2,256 4.3 172 2.6 19.624 4.4 92,545 7.9
6 White . . B 43,828 84.4 5462 83.6 357428 80.2 885,935 75.3
7 Other . .. 317 6 33 5 4,117 9 11,345 1.0
8loint ... 1,023 2.0 130 20 11,947 27 29.670 25
9 Total ..................... ..., 51,916 100.0 6,534 100.0 445,702 100.0 1,175,858 100.0
Income ratio (percentage of MSA
median)
10 Less than 80 ... ..., 11,189 225 1,599 29.1 96,767 273 332,835 228
b80-99 ... . 6,950 4.0 959 7.5 45.156 2.8 i65.163 16.3
12 100-119. R 6.350 12.8 769 14.0 38.890 110 134,129 13.2
I3 120 0rmore. .. o.oovvii. 25,287 50.8 2,161 39.4 173,022 489 383,310 377
14 Total ...................... NN 49,776 100.0 5.488 100.0 353,835 100.0 1,015,437 100.0
CENSUS TRACT
Ractal or ethnic composition (mmvrities
us percentage of populanion)
15 Less than 10 .. . 33,274 62.3 3,990 64.2 205.063 522 499,606 427
16 10-19... . 9.825 18.4 1061 171 89,275 227 262.766 225
17 2049 ... 6.523 122 770 124 65,388 16.6 244,674 209
18 50-79 . ..., A 2,015 38 239 3.8 20.060 5.1 84,527 72
19 80100, ..., ... ... Ce 1,753 33 154 25 13.309 34 78,279 6.7
20 Total ...................... ..... 53,390 100.0 6,214 100.0 393.095 100.0 1,169,852 100.0
Income
21 Low or moderate........... L 6,099 114 703 11.3 36515 11.8 196,004 16.7
22 Middle. ... L 24,267 45.3 3304 532 181.652 46.0 597.756 510
23 Upper . . . .......... B 23,209 433 2,203 355 167,050 423 378,351 323
24 Total .. . . ... ..... P 53,575 100.0 6.210 100.0 395,217 100.0 1,172,111 100.0
Location
25 Central city 16,976 31.6 2,254 363 150,373 38.0 490,394 41.8
26 Non—central ¢ity ............. ...... 36.668 68.4 3.960 63.7 245,060 62.0 682.933 58.2
27 Total . ..................... .. ... 53,644 100.0 6,214 100.0 395,433 100.0 1,173,327 100.0
Note. Includes securitized loans See also notes to table 4.40. FmHA—Farmers Home Administration
Fannie Mac—Federal National Mortgage Association Aftiliate—Affihate of institution reporting the loan
Ginne Mae—Government National Mortgage Association SOURCE. FFIEC, Home Mortgage Disclosure Act.

Freddic Mac—Federal Home Loan Mortgage Corporation
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4.42  APPLICATIONS RECEIVED AND POLICIES WRITTEN FOR PRIVATE MORTGAGE INSURANCE

By Insurance Company, 1993-96

1993 1994 1995 1996
Company

- Polici - Poli - Polici - Policies

Applications v?rillctleexf Applications \x?ri‘tc(:;s Applications “(/)ri‘tcll;s Applications uz"ilt(i::?

I Amerin Guaranty . ........... .. ........ 1071 1071 23,239 20,673 48.266 48.229 61,401 61,378
2 Commonwealth Mortgage Assurance 47,723 36,886 113,862 81.606 127.734 95,476 151,261 106,768
3 GE Capital Mortgage Insurance .. 112,621 91411 406,440 314,144 281,755 221,450 269,133 199,728
4 Mortgage Guaranty Insurance ... .. .. 119,207 98,579 388,248 317,499 331,534 267,423 360,167 283,897
5 PMI Mortgage Insurance ....... . 76,458 56,442 212352 155,966 157,929 119,582 181,904 142,896
6 Republic Mortgage Insurance . 43,047 33.960 133.307 107,927 119,147 94,038 158,731 123,289
7 Triad Guaranty Insurance 5,451 4,491 20,020 15,459 18910 14,699 23,942 19,143
8 United Guaranty 50.826 36,242 186,108 134,348 150,962 118,092 170,868 132,661
9 Total..covniiniii it it 456,404 359,112 1,483,576 1,147,622 1,236,237 978,989 1,377,407 1,069,760

1. First year of data collection; covers only fourth quarter.

SOURCE. Federal Financial Institution Examination Council.
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4.43  APPLICATIONS RECEIVED AND POLICIES WRITTEN FOR PRIVATE MORTGAGE INSURANCE
By Purpose of Loan and Insurance Company, 1996

Percent
Home purchase Home refinance Total
Company
Applications Policies written Applications Policies written Applications Policies writtent
) Amerin Guaranty.......... e 45 5.7 4.1 58 45 5.7
2 Commonwealth Mortgage Assurance... ... 10.8 9.9 1.9 10.5 Lo 10.0
3 GE Capital Mortgage Insurance 19.6 18.6 194 19.0 19.5 18.7
4 Mortgage Guaranty Insurance . 262 267 26.0 259 26.1 265
5 PMI Mortgage Insurance. . . .. . o 13.1 133 13.5 134 132 134
6 Republic Mortgage Insurance . . . 11.6 116 11.2 11.4 1.5 11.5
7 Triad Guaranty Insurance . . 1.7 1.8 1.8 1.8 1.7 1.8
8 United Guaranty ......................... 125 12.5 12.1 i2.1 124 124
9 Total ... ... 100.0 100.0 100.0 100.0 100.0 100.0
MEMO
10 Number of applications or pelicies . . . ..., 1,134,947 0 897.108.0 242,460.0 172,652.0 1.377.407.0 1.069,760.0

SOURCE. Federal Financial Institutions Examination Council.
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4.44 APPLICATIONS FOR PRIVATE MORTGAGE INSURANCE
By Purpose of Loan and Characteristic of Applicant and Census Tract, 1996

Home purchase Home refinance
Characteristic
Number Percent Number Percent
APPLICANT
Race or ethnic group

1 American Indian or Alaskan native ..................... .. ...... 2,920 3 628 3

2 Asian or Pacific Islander ......... 29,102 30 6,973 35

3Black ................ . 59,740 6.2 11,772 59

4 Hispanic ...................... 68,826 72 10,673 54

5 White 768,437 79.9 161,407 81.3

6 Other .................. A 1.0 2,111 1.1

7 Joint (white and MINOTILY) . ..........ccoirireiii e 23,151 24 4,932 2.5

8 Total ... .. ... e 961,463 100.0 198,496 100.0

Income (percentage of MSA median)'

9 Lessthan 80 ... ... ... 148,589 20.7 24,349 139
10 80-99 BN 113.054 157 26.242 15.0
11 111,289 15.5 28,593 16.4
12 346,208 48.1 95,424 54.7
13 Total ... 719,140 100.0 174,608 100.0

CENSUS TRACT
Racial composition (minorities as percentage of population)
14 Lessthan 10 ..... ... .. . . . 368,371 50.8 83,212 474
15 10-19 162,465 224 40,157 229
16 2049 ... 127,427 17.6 34,425 19.6
17 50-79 .. 42,171 58 11,159 6.3

18 80-100 .. 24,978 34 6,784 39

19 Total ... o 725,412 100.0 175,737 100.0
Income®

20 LOWET ..ttt e 81,194 11.2 17,775 10.1

21 Middle . . . . 357,261 49.3 93,090 53.0

22 Upper ........... 286,435 395 64,701 369

23 Total ... e 724,890 100.0 175,566 100.0
Location®

24 Central Cily ... ... . i e 295,268 40.7 62,660 357

25 Non-central €Ity ..........iviiii it 430,200 59.3 113,079 64.3

26 Total. . ... ..o e 725,468 100.0 175,739 100.0

income for MSA. Middle: 80 percent to 120 percent. Upper: 120 percent or more.

NOTE. Not all characteristics were reported for all loans.

1. MSA wedian is median family income of the metropolitan statistical area (MSA) in
which the property related to the loan is located.
2. Lower: median family income for census tract less than 80 percent of median family

3. For census tracts located in MSAs.

SOURCE. Federal Financial Institutions Examination Council.
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445 APPLICATIONS FOR PRIVATE MORTGAGE INSURANCE
By Purpose of Loan, Disposition of Application, Characteristic of Applicant, and Census Tract, 1996

Percent
Home purchase Home refinance

Characteristic
Approved Denied Withdrawn | File closed Total Approved Denied Withdrawn | File closed Total
T Total......................... 874 8.8 31 el 100.0 87.8 8.2 35 5 100.0

APPLICANT

Race or ethnic group

2 Amencan Indian or Alaskan

Native ................ . . 833 11.6 39 12 100.0 826 134 4.0 0 100.0

3 Asian or Pacific Islander ....... 83.5 115 4.1 .9 100.0 84.1 104 49 6 100.0
4 Black ...... . ...l 76.3 182 44 1.1 100.0 799 149 44 8 100.0

S Hispanic 77.3 16.8 4.7 1.1 100.0 80.9 13.6 4.7 7 100.0

6 White .. e 88.5 8.0 29 7 100.0 88.2 8.0 33 5 100.0

7O0ther .................. . 88.0 8.0 3.6 4 100.0 88.9 7.1 3.7 3 100.0

8 Jomt (white and minority) ....... 86.9 94 29 i 100.0 89.4 7.1 3.0 4 100.0

Income (percentage of MSA
median)]

9 Lessthan80 .................. 83.6 12.8 3.0 7 100.0 83.1 124 3.8 7 100.0
10 80-99 ...... 88.6 83 2.5 6 100.0 87.5 85 35 5 100.0
11 100-119 . 90.4 6.9 2.3 5 100.0 88.7 7.6 33 4 100.0
12 120 or more 91.0 6.1 24 5 100.0 89.5 6.8 33 4 100.0

CENSUS TRACT
Racial composition (minorities as
percentage of population)

13 Lessthan 10 ... ... ... ... 91.9 5.6 2.0 4 100.0 90.5 6.2 2.9 4 100.0
14 10-19 . 89.1 7.8 2.6 .6 100.0 88.4 7.7 34 4 100.0
15 2049 ... 85.5 10.8 30 7 100.0 86.3 9.3 38 5 100.0
16 50-79 ... 80.9 143 4.0 8 100.0 82.3 12.7 44 7 100.0
17 80-100 76.9 174 4.6 1.0 100.0 783 15.7 S.1 9 100.0

Income®

18 Lower .. . . ........ . . .. 829 13.0 33 7 100.0 835 119 4.0 6 100.0
19 Middle 89.0 8.0 25 5 100.0 88.3 7.9 33 5 100.0
20 Upper 90.8 0.4 24 5 100.0 893 7.0 33 5 100.0

Location®
21 Central city .. .. e 88.3 8.5 2.6 6 100.0 875 8.5 3.5 5 100.0
22 Non-central city................ 89.5 75 25 5 100.0 88.6 76 33 4 100.0
NOTE. Not all characteristics were reported for all loans. 3. For census tracts located in MSAs.
1. MSA median is median family income of the metropolitan statistical area (MSA) in SOURCE. Federal Financial Institutions Examination Council.

which the property related to the loan is located.
2. Lower: median family income for census tract less than 80 percent of median family
income for MSA of tract. Middle: 80 percent to 120 percent. Upper: 120 percent or more.
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Index to Statistical Tables

References are to pages A3-A79 although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Assets and liabilities (See also Foreigners)
Commercial banks, 15-21, 64-67
Domestic finance companies, 33
Federal Reserve Banks, 10
Foreign-related institutions, 20
Automobiles
Consumer credit, 36
Production, 44, 45

BANKERS acceptances, 5, 10, 22, 23
Bankers balances, 15-21. (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 31
Rates, 23
Business activity, nonfinancial, 42
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 43
Capital accounts
Commercial banks, 15-21, 64-72
Federal Reserve Banks, 10
Central banks, discount rates, 61
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 15-21, 64-67
Weekly reporting banks, 17
Commercial banks
Assets and liabilities, 15-21, 6467
Commercial and industrial loans, 15-21, 64—-67
Consumer loans held, by type and terms, 36
Deposit interest rates of insured, 15
Number, by classes, 6467
Real estate mortgages held, by holder and property, 35, 74
Time and savings deposits, 4
Commercial paper, 22, 23, 33
Condition statements (See Assets and liabilities)
Construction, 42, 46
Consumer credit, 36
Consumer prices, 42
Consumption expenditures, 48, 49
Corporations
Profits and their distribution, 32
Security issues, 31, 61
Cost of living (See Consumer prices)
Credit unions, 36
Currency in circulation, 5, 12
Customer credit, stock market, 24

DEBT (See specific types of debt or securities)
Demand deposits, 15-21
Depository institutions

Reserve requirements, 8

Reserves and related items, 4, 5, 6, 11, 6467
Deposits (See also specific types)

Commercial banks, 4, 15-21, 6467

Federal Reserve Banks, 5, 10

Interest rates, 14
Discount rates at Reserve Banks and at foreign central banks and

foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 32

EMPLOYMENT, 42
Eurodollars, 23, 61

FARM mortgage loans, 35
Federal agency obligations, 5, 9, 10, 11, 28, 29
Federal credit agencies, 30
Federal finance
Debt subject to statutory limitation, and types and ownership
of gross debt, 27
Receipts and outlays, 25, 26
Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25
Federal Financing Bank, 30
Federal funds, 6, 23, 25
Federal Home Loan Banks, 30
Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35
Federal Land Banks, 35
Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks
Condition statement, 10
Discount rates (See [nterest rates)
U.S. government securities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
Federally sponsored credit agencies, 30
Finance companies
Assets and liabilities, 33
Business credit, 33
Loans, 36
Paper, 22, 23
Float, 5
Flow of funds, 37-41
Foreign currency operations, 10
Foreign deposits in U.S. banks, 5
Foreign exchange rates, 62
Foreign-related institutions, 20
Foreign trade, 51
Foreigners
Claims on, 52, 55, 56, 57, 59
Liabilities to, 51, 52, 53, 58, 60, 61

GOLD

Certificate account, 10

Stock, 5, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48, 49

HOME Mortgage Disclosure Act

Applications for home loans, 68-73

Home loans by lenders, 68, 74, 75

Residential lending by financial institutions, 68, 71, 74, 75
Housing, new and existing units, 46

INCOME, personal and national, 42, 48, 49
Industrial production, 42, 44
Insurance companies, 27, 35
Insurance, mortgage, 76-79
Interest rates
Bonds, 23
Consumer credit, 36
Deposits, 14
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 61
Money and capital markets, 23
Mortgages, 34
Prime rate, 22
International capital transactions of United States, 50-61
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International organizations, 52, 53, 55, 58, 59
Inventories, 48
Investment companies, issues and assets, 32
Investments (See also specific types)
Commercial banks, 4, 15-21, 64-67
Federal Reserve Banks, 10, 11
Financial institutions, 35

LABOR force, 42

Life insurance companies (See Insurance companies)

Loans (See also specific types)
Commercial banks, 15-21, 64-67, 74, 75
Conventional, 68, 71
Fannie Mae, 74
Federal Reserve Banks, 5, 6,7, 10, 11
FHA, 68, 71
Financial institutions, 35
FmHA, 68, 71, 74
Freddie Mac, 74
Ginnie Mae, 74
Home purchase, 72
Insured or guaranteed by United States, 34, 35
VA, 68, 71

MANUFACTURING
Capacity utilization, 43
Production, 43, 45

Margin requirements, 24

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 45

Mobile homes shipped, 46

Monetary and credit aggregates, 4, 11

Money and capital market rates, 23

Money stock measures and components, 4, 12

Mortgage insurance, 7679

Mortgages (See Real estate loans)

Mutual funds, 12, 32

Mutual savings banks (See Thrift institutions)

NATIONAL defense outlays, 26
National income, 48

OPEN market transactions, 9

PERSONAL income, 49
Prices
Consumer and producer, 42, 47
Stock market, 24
Prime rate, 22
Private mortgage insurance, 76-79
Producer prices, 42, 47
Production, 42, 44
Profits, corporate, 32

REAL estate loans

Banks, 15-21, 35

Terms, yields, and activity, 34

Type of holder and property mortgaged, 35
Repurchase agreements, 6

Reserve requirements, 8
Reserves
Commercial banks, 15-21
Depository institutions, 4, 5, 6, 11
Federal Reserve Banks, 10
U.S. reserve assets, 51
Residential mortgage loans, 34, 35, 68-75
Retail credit and retail sales, 36, 42

SAVING
Flow of funds, 3741
National income accounts, 48
Savings institutions, 35, 36, 3741
Savings deposits (See Time and savings deposits)
Securities (See also specific types)
Federal and federally sponsored credit agencies, 30
Foreign transactions, 60
New issues, 31
Prices, 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Holdings of U.S. government securities, 27
New security issues, 31
Rates on securities, 23
Stock market, selected statistics, 24
Stocks (See also Securities)
New issues, 31
Prices, 24
Student Loan Marketing Association, 30

TAX receipts, federal, 26

Thrift institutions, 4. (See also Credit unions and Savings
institutions)

Time and savings deposits, 4, 12, 14, 15-21, 6467

Trade, foreign, 51

Treasury cash, Treasury currency, 5

Treasury deposits, 5, 10, 25

Treasury operating balance, 25

UNEMPLOYMENT, 42
U.S. government balances
Commercial bank holdings, 15-21
Treasury deposits at Reserve Banks, 5, 10, 25
U.S. government securities
Bank holdings, 15-21, 27
Dealer transactions, positions, and financing, 29
Federal Reserve Bank holdings, 5, 10, 11, 27
Foreign and international holdings and
transactions, 10, 27, 61
Open market transactions, 9
Outstanding, by type and holder, 27, 28
Rates, 23
U.S. international transactions, 50-62
Utilities, production, 45

VETERANS Administration, 34, 35

WEEKLY reporting banks, 17
Wholesale (producer) prices, 42, 47

YIELDS (See Interest rates)
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Federal Reserve Board Publications
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1994. 157 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1995-96.

FEDERAL RESERVE BULLETIN. Monthly. $25.00 per year or $2.50
each in the United States, its possessions, Canada, and
Mexico. Elsewhere, $35.00 per year or $3.00 each.

ANNUAL STATISTICAL DIGEST: period covered, release date, num-
ber of pages, and price.

1981 October 1982 239 pp. $ 6.50
1982 December 1983 266 pp. $ 7.50
1983 October 1984 264 pp. $11.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980-89 March 1991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 215 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 December 1994 281 pp- $25.00
1994 December 1995 190 pp. $25.00
1990-95 November 1996 404 pp. $25.00

SELECTED INTEREST AND EXCHANGE RATES — WEEKLY SERIES OF
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.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TaBLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100 pp.
Vol. 1I (Irregular Transactions). 1969. 116 pp. Each volume
$5.00.

GuIDE TO THE FLOW OF FUNDS ACCOUNTS. 672 pp. $8.50 each.

FEDERAL RESERVE REGULATORY SERVICE. Loose-leaf; updated
monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $75.00 per year.

Monetary Policy and Reserve Requirements Handbook. $75.00
per year.

Securities Credit Transactions Handbook. $75.00 per year.

The Payment System Handbook. $75.00 per year.

Federal Reserve Regulatory Service, Four vols. (Contains all
four Handbooks plus substantial additional material.) $200.00
per year.

Rates for subscribers outside the United States are as follows
and include additional air mail costs:

Federal Reserve Regulatory Service, $250.00 per year.

Each Handbook, $90.00 per year.

FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
CoMPUTERS. Diskettes; updated monthly.
Standalone PC. $300 per year.
Network, maximum 1 concurrent user. $300 per year.
Network, maximum 10 concurrent users. $750 per year.
Network, maximum 50 concurrent users. $2,000 per year.
Network, maximum 100 concurrent users. $3,000 per year.
Subscribers outside the United States should add $50 to cover
additional airmail costs.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A MULTI-
COUNTRY MODEL, May 1984. 590 pp. $14.50 each.
INDUSTRIAL PRODUCTION— 1986 EDITION. December 1986.
440 pp. $9.00 each.
FinanciAL Futures AND OptionNs IN THE U.S. EconNomy.
December 1986. 264 pp. $10.00 each.
FINANCIAL SECTORS IN OPEN ECONOMIES: EMPIRICAL ANALY-
sis AND POLICY ISSUES. August 1990. 608 pp. $25.00 each.
Risk MEASUREMENT AND SYSTEMIC Risk: PROCEEDINGS OF A
JOINT CENTRAL BANK RESEARCH CONFERENCE. 1996.
578 pp. $25.00 each.

EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

A Guide to Business Credit for Women, Minorities, and Small
Businesses

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A Consumer’s Guide to Mortgage Lock-Ins

A Consumer’s Guide to Mortgage Settlement Costs

A Consumer’s Guide to Mortgage Refinancings

Home Mortgages: Understanding the Process and Your Right
to Fair Lending

How to File a Consumer Complaint

Making Deposits: When Will Your Money Be Available?

Making Sense of Savings

SHOP: The Card You Pick Can Save You Money

Welcome to the Federal Reserve

When Your Home is on the Line: What You Should Know
About Home Equity Lines of Credit
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STAFF STUDIES: Only Summaries Printed in the
BULLETIN

Studies and papers on economic and financial subjects that are of

general interest. Requests to obtain single copies of the full text or

to be added to the mailing list for the series may be sent to

Publications Services.

Staff Studies 1-157 are out of print.

158. THE ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE-
MENTS IN THE MARKETS FOR STOCKS AND DERIVATIVE
ProbucTs, by Mark J. Warshawsky with the assistance of
Dietrich Earnhart. September 1989. 23 pp.

159. NEw DATA ON THE PERFORMANCE OF NONBANK SUBSIDI-
ARIES OF BANK HOLDING COMPANIES, by Nellie Liang and
Donald Savage. February 1990. 12 pp.

160. BANKING MARKETS AND THE USE OF FINANCIAL SER-
VICES BY SMALL AND MEDIUM-SIZED BUSINESSES, by
Gregory E. Elliehausen and John D. Wolken. September
1990. 35 pp.

161. A REVIEW OF CORPORATE RESTRUCTURING ACTIVITY,
1980-90, by Margaret Hastings Pickering. May 1991.
21 pp.

162. EVIDENCE ON THE SIZE OF BANKING MARKETS FROM MORT-
GAGE LoAN RaTes IN TweNTY CITIES, by Stephen A.
Rhoades. February 1992. 11 pp.

163. CLEARANCE AND SETTLEMENT IN U.S. SECURITIES MAR-
KETS, by Patrick Parkinson, Adam Gilbert, Emily Gollob,
Lauren Hargraves, Richard Mead, Jeff Stehm, and Mary
Ann Taylor. March 1992. 37 pp.

164. THE 1989-92 CrepiT CRUNCH FOR REAL ESTATE, by
James T. Fergus and John L. Goodman, Jr. July 1993.

20 pp.

165. THE DEMAND FOR TRADE CREDIT: AN INVESTIGATION OF
MoTIVES FOR TRADE CREDIT USE BY SMALL BUSINESSES, by
Gregory E. Ellichausen and John D. Wolken. September
1993. 18 pp.

166. THE ECONOMICS OF THE PRIVATE PLACEMENT MARKET, by
Mark Carey, Stephen Prowse, John Rea, and Gregory Udell.
January 1994. 111 pp.

167. A SUMMARY OF MERGER PERFORMANCE STUDIES IN BANK-
ING, 1980-93, AND AN ASSESSMENT OF THE ‘“‘OPERATING
PERFORMANCE” AND “EVENT STUDY” METHODOLOGIES,
by Stephen A. Rhoades. July 1994. 37 pp.

168. THE EcoNomics OF THE PRIVATE EQUITY MARKET, by
George W. Fenn, Nellie Liang, and Stephen Prowse. Novem-
ber 1995. 69 pp.

169. BANK MERGERS AND INDUSTRYWIDE STRUCTURE, 1980-94,
by Stephen A. Rhoades. February 1996. 32 pp.

REPRINTS OF SELECTED Bulletin ARTICLES

Some Bulletin articles are reprinted. The articles listed below are
those for which reprints are available. Beginning with the Janu-
ary 1997 issue, articles are available on the Board’s World Wide
Web site (http://www.bog.frb.fed.us) under Publications, Federal
Reserve Bulletin articles.

Limit of ten copies

FamiLy FINANCEs IN THE U.S.: RECENT EVIDENCE FROM THE
SUuRrVEY OF CONSUMER FINANCES. January 1997.
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Maps of the Federal Reserve System

LEGEND
Both pages
B Federal Reserve Bank city

Board of Governors of the Federal
Reserve System, Washington, D.C.

NoTE

The Federal Reserve officially identifies Districts by num-
ber and Reserve Bank city (shown on both pages) and by
letter (shown on the facing page).

In the 12th District, the Seattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories as
follows: the New York Bank serves the Commonwealth

Facing page
* Federal Reserve Branch city

— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San Fran-
cisco Bank serves American Samoa, Guam, and the Com-
monwealth of the Northern Mariana Islands. The Board of
Governors revised the branch boundaries of the System
most recently in February 1996.
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Federal Reserve Banks,

and Offices

Branches,

FEDERAL RESERVE BANK Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON* .............o..e. 02106 William C. Brainard Cathy E. Minehan
Frederick J. Mancheski Paul M. Connolly
NEW YORK* ............... 10045 John C. Whitehead William J. McDonough
Thomas W. Jones Ernest T. Patrikis
Buffalo ................... 14240 Bal Dixit Carl W. Turnipseed!
PHILADELPHIA ........... 19105 Donald J. Kennedy Edward G. Boehne
Joan Carter William H. Stone, Jr.
CLEVELAND* ............. 44101 G. Watts Humpbhrey, Jr. Jerry L. Jordan
David H. Hoag Sandra Pianalto
Cincinnati ................ 45201  George C. Juilfs Charles A. Cerino!
Pittsburgh ................ 15230 John T. Ryan, III Harold J. Swart!
RICHMOND* .. ... ......... 23219 Claudine B. Malone J. Alfred Broaddus, Jr.
Robert L. Strickland Walter A. Varvel
Baltimore ................. 21203 Rebecca Hahn Windsor William J. Tignanelli!
Charlotte .................. 28230 Dennis D. Lowery Dan M. Bechter !
ATLANTA .................. 30303 Hugh M. Brown Jack Guynn
David R. Jones Patrick K. Barron James M. Mckee
Birmingham .............. 35283 D. Bruce Carr Fred R. Herr!
Jacksonville .............. 32231 Patrick C. Kelly James D. Hawkins!
Miami ... 33152 Kaaren Johnson-Street James T. Curry II1
Nashville ................. 37203 James E. Dalton, Jr. Melvyn K. Purcell
New Orleans ............. 70161 Jo Ann Slaydon Robert J. Musso
CHICAGO* ................. 60690 Lester H. McKeever, Ir. Michael H. Moskow
Arthur C. Martinez William C. Conrad
Detroit ...........coeeunnt 48231 Florine Mark David R. Allardice!
ST.LOUIS ...t 63166 John F. McDonnell Thomas C. Melzer
Susan S. Elliott W. LeGrande Rives
Little Rock ............... 72203 Robert D. Nabholz, Jr. Robert A. Hopkins
Louisville ................. 40232 John A. Williams Thomas A. Boone
Memphis ................. 38101 John V. Myers Martha L. Perine
MINNEAPOLIS ............ 55480 Jean D. Kinsey Gary H. Stern
David A. Koch Colleen K. Strand
Helena .................... 59601 Matthew J. Quinn John D. Johnson
KANSASCITY ......ooen 64198  A. Drue Jennings Thomas M. Hoenig
Jo Marie Dancik Richard K. Rasdall
Denver .................... 80217 Peter 1. Wold Carl M. Gambs!
Oklahoma City ........... 73125 Barry L. Eller Kelly J. Dubbert
Omaha ..................ll 68102  Arthur L. Shoener Bradley C. Cloverdyke
DALLAS ... 75201 Roger R. Hemminghaus Robert D. McTeer, Jr.
Cece Smith Helen E. Holcomb
ElPaso .......c.c.oovenen 79999  Alvin T. Johnson Sammie C. Clay
Houston .................. 77252 1. H. Kempner, III Robert Smith, III!
San Antonio .............. 78295 H. B. Zachry, Jr. James L. Stull!
SAN FRANCISCO ......... 94120 Judith M. Runstad Robert T. Parry
Gary G. Michael John F. Moore
Los Angeles .............. 90051 Anne L. Evans Mark L. Mullinix!
Portland .................. 97208 Carol A. Whipple Raymond H. Laurence!
Salt Lake City ............ 84125 Gerald R. Sherratt Andrea P. Wolcott
Seattle ...............els 98124 Richard R. Sonstelie Gordon R. G. Werkema?

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; East Rutherford, New Jersey 07016; Utica
at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311; Des Moines, Iowa 50306;
Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, Illinois 61607.

1. Senior Vice President.
2. Executive Vice President



