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Domestic Financial Developments
In the Second Quarter of 1976

This report, which was sent to the Joint Eco-
nomic Committee of the U.S. Congress on Au-
gust 13, 1976, highlights the important devel-
opments in financial markets during the spring
and early summer.

The total volume of funds raised in domestic
financial markets increased during the second
quarter of 1976, as total spending in the Na-
tion’s economy expanded further. In the busi-
ness scctor, the cyclically improved level of
profits continued to limit the amount of external
funds needed to finance rising capital outlays.
Nevertheless, the desirc of many firms to
strengthen their balance sheets kept offerings of
new corporate stock and bonds at a very high
level, and nonfinancial enterprises added to their
total short-term indebtedness during the second
quarter for the first time since late 1974, The
aggregate credit demands of State and  local
governments also increased, as did those of
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households, which stepped up the pace of their
borrowing in the mortgage and consumer loan
markets. The Federal Government was the only
major scctor registering a lower level of bor-
rowing; however, the Treasury’s cfforts to
lengthen the maturity structure of its marketable
debt were reflected in a large volume of note
and bond issues.

Most interest rates posted moderate declines
during the opening weeks of the second quarter;
indeed, some short-term yields reached their
lowest levels in more than 3 years. However,
growth of the monetary aggregates, after accel-
erating in February and March, reached ex-
traordinary proportions in April. The Federal
Reserve consequently became somcwhat less
accommodative in the provision of reserves to
the banking system. Reflecting the System’s
actions, as well as intensifying credit demands,
the interest rate on Federal funds—interbank
loans of immediately available funds on an

NOTES:

Monthly averages except for
conventional mortgages (based on
quotations for one day ecach
month).  Yields: U.S. Treasury
bills, market yiclds on 3-month
issues; prime  commercial paper,
dealer oftering rates; Conventional
mortgages, rates on first mortgages
in primary markets, unweighted
and rounded to nearest 5 basis
points, from Dept. of Housing and
Urban Development; Aaa  utility
bonds, weighted averages of new
pubticly offered bonds rated Aaa,
Ay, and A by Moody's Investors
Service and adjusted to Aaa basis;
U.S. Govt. bonds, marker yields
adjusted to 20-year constant matu-
rity by U.S. Treasury; State and
local govt. bonds (20 issues, mixed

97% ]
1975 76 quality) Bond Buyer.
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overnight basis - -rose from 4% per cent in late
April to about 5% per cent at the end of May;
it fluctuated around this higher level for the
remainder of the quarter.

Other short-term market rates of interest also
moved up, rising between Y2 and % of a per-
centage point in May, and yiclds on long-term
securitics—already subject to upward pressure
from the heavy volume of new offerings—rosc
between % and %2 of a pereentage point. The
prime loan ratc at commercial banks was in-
creased from 7 to 7% per cent at the beginning
of June, but rates charged by banks on loans
to small businesses and on automobile instal-
ment loans declined on balance during the
quarter.

The monthly growth rates of the major mon-
ctary aggregates slowed in May and June, sug-
gesting that monetary expansion was returning
to a growth path generally within the long-run
ranges that had been specified by the System.

Nt 1
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In per cent, scasonally adjusted annual rates

Steps were then taken 1o provide bank reserves
somewhat more freely, and the Federal funds
rate declined to about 5% per cent in carly July.
Other interest rates also declined in July as the
Federal funds rate fell and the calendars of new
corporate and municipal bond offerings light-
ened.

Measured on a quarterly-average basis, the
narrowly defined money stock, M,, expanded
at an 8.4 per cent annual ratec in the second
quarter, well above the 2.6 per cent rate of the
first 3 months of 1976. The growth rates of M,
and My—11.3 and 12.3 per cent, respectively
-~ slightly exceeded their clevated first-quarter
levels, but only because of the acceleration of
M;. Growth in the other components of the
broader monctary aggregates moderated consid-
erably in the latter half of the quarter when the
higher level of market interest rates induced
some investors to shift funds from savings ac-
counts at commercial banks and thrift institu-

1975 | 1976
[tem 1974t 1975 i - -
Q3 J Q4 | QI Q2
. o I
Member bank rescrves:
Total .. ... . 6.8 2 .1 .6 —3.8 .8 NOTES:
Required ... 7.1 4 -1 =1 =36 12
Nonborrowed ........oocieiiie 76 32 --19 27 3.2 5 YM | is currency plus private de
mand deposits adjusted.,
Concepts of money calculated from:! M, islMl l)lu.\) bank time and
Quarterly average— savings deposits  adjusted  other
5.0 44 7.1 (2)-3 (2)-6 8.4 than large CD' .
7.7 8.3 10-‘1 4 101 11.3 My is M, plus deposits at mutual
7.1 111 133 9.4 114 124 savings  banks and savings and
1?-(‘ 65 57 67 57 7.1 loans and credit wnion shares.
9.0 97 100 94 8qo6 96 M, is M, plus large negotiable
) 'y,
_‘;77- :Sl 2;’ 7‘8 \’i‘; gs M, is My plus large negotiable
. 5 6. . 5 . SRS
68 113 107 93 126 114 ESavings and loan associations,
li).() ?.4 3.0 8.4 5.0 7.6 mutual savings banks, and credit
0.0 9.7 8.1 10,0 84 98 UNions.
) ) . Flrotal member bank  deposits
Time and savings deposits at: plus funds provided by Buro-dollar
C()Immcréllz)ﬂ‘ l')mnks (other than 01 117 127 98 159 137 borrowings and bank-related com-
arge 8) e . . . . 5. 3. mercial paper.
Nonbank theift institutions? ... ... ... 61 158 184 142 13.7 14.0 Mot Woanges are caleulated
from the average amounts  out
Bank credit proxy, adjusted® ............. 98 43 14 060 23 24 standing in :uul!: ¢ mr((c,r, exeept
where noted. The ““end-month-of-
M. N 1 billions of quarter’” changes  are  caleulated
l-.M((j) I(l‘,hangc in blllimn:j‘() ) from the average amounts  out
offars, scasonally adjusted): . stareling in the last month of cach
l.'argc CD's NN Gee at all 23.4 =53 -39 1.9 —6.0 —58 quarter. Annual rates of change in
U.S. Govt. demand deposits at all reserve  measures  have been ad-
member banks ... 17 =2 5 =7 2 justed for changes in reserve re-
quirements.



tions into money market instruments. By mid-
July, however, inflows of savings deposits no
longer appcared to be retarded by shifts of
interest-sensitive funds; as a result, the interest-
bearing components of M, and M, resumed a
rapid pace of expansion.

MONETARY AGGREGAT
AND BANIC RESERVE

Although the short-run behavior of the money
stock is not amenable to definitive explanation,
the movements of M| during the second quarter
scem to have been influenced to a considerable
degree by unusual variations in the size of the
Treasury’s cash balance. Most of the growth in
M, occurred during April as the ‘Treasury ran
down its deposits at commercial banks and at
the Federal Reserve by more than $7 billion (on
a scasonally adjusted basis). Recipients of the
Federal disbursements apparently deposited a
large portion of the funds in checking accounts,
temporarily building up their money balances
in excess of current transactions nceds. As they
subsequently readjusted their asset portfolios,
M, fluctuated in a narrow range, changing little
on balance between late April and mid-Junc.
Then, in the last weeks of the guarter, the
Treasury’s cash balances rose sharply, and M,
declined brietly.

Over all, M| grew only a little less rapidly
than gross national product during the second
quarter. The income velocity of M,—that is,
the ratio of GNP to M;—thus rose more slowly
than in any previous quarter of the curreat
cyclical expansion. The rise in velocity during
the first year of this recovery had been excep-
tionally large, reflecting in part institutional and
regulatory innovations that [acilitated the sub-
stitution of savings deposits and other financial
assets for demand deposits. Some reduction in
the rate of increase in velocity typically occurs
during the second year of an cconomic upswing;
however, the ongoing changes in financial tech-
nology may continue to boost the pace of ad-
vance above that implied by past cyclical pat-
terns.

Despite the marked pick-up in M| expansion
during the second quarter, growth of the broader
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Data are at seasonally adjusted annual rates of growth.

monetary aggregates—measured on a quarterly-
average basis—was only marginally above the
pace of the first quarter of the year. The other
component of My,—time and savings deposits,
other than large negotiable certificates of deposit
(CD’s), at commercial banks—rose at a 3.7
per cent annual rate, as compared with 15.9 per
cent in the first quarter. Total deposits at savings
and loan associations, mutual savings banks,
and credit unions, included in My, grew at a
13.7 per cent rate in both quarters.

During the first few months of 1976, when
market rates of interest on some  short-term
securities fell below interest rates paid on sav-
ings deposits, there was a massive influx of
funds to such accounts. The rise in market yields
during the sccond quarter apparently prompted
some reversal of these rate-induced flows. Sav-
ings deposits, after expanding at a diminished
pace in May, were about unchanged on a sca-
sonally adjusted basis during Junc.

The net inflow of savings and small-denomi-
nation time deposits to commercial banks during
the second quarter was, nonetheless, very strong
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by historical standards. With their loan portfo-
lios expanding only modestly, large banks as
a group were therefore able to reduce still fur-
ther their CD liabilities. Some money market
banks did register significant net increases in
CD’s during late May and June, but this devel-
opment apparently reflected mainly positioning
for midycar financial statements; there was a
noticeable contraction of outstanding CD’s in
carly July. The average volume of CDD’s out-
standing at large banks during the second quar-
ter was $5.8 billion below that in the preceding
3 months, after seasonal adjustment.

The total reserves of member banks increased
at a 0.8 per cent annual rate during the second
quarter. Nonborrowed reserves expanded at a
0.5 per cent rate; the level of member bank
borrowings {rom Federal Reserve Banks rose
somewhat as the Federal funds rate approached
the prevailing 5% per cent discount rate. The
small increase in reserves was adequate to sup-
port substantial growth in the monctary aggre-
gates because the decrease in the volume of
farge CD's outstanding released reserves to
support expansion of other deposits.
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Total loans and investments at all commercial
banks grew at a moderate pace in the second
quarter, and the pattern of expansion was
broadly similar to that of the first quarter. Again,
most of the growth occurred in holdings of U.S.
Treasury and Federal agency issues, and large
banks continued to concentrate their sccurity

TARELE

Fraone preddks aodd e

buestness Tome, andd connma e i

I Change
Rate [n billions ol dollars.,
spread seasonally adjusted Annual
Period (basis rate for
points)! T total
Busi- | Commer (per
ness cial Total cent)
loans® o paper® |
- i H - —
1975—
Ql .. 237 ~2.4 .8 -1.6 —3.2
Q2 .. 170 —4.0 —-1.5 -5.5 —11.1
Q3 .. 121 ~1.4 —~.3 —1.7 —-3.5
Q4 .. 192 3 —-1.6 -1.3 2.7
1976—
Ql .. 194 ~3.3 8 -2.5 —5.3
Q2 .. 171 ~1.0 1.9 9 1.9
Apr. 194 -9 9 ..
May 158 3 .2 .5 3.2
June 162 -.4 .8 4 2.6

"Prime rate less 300 to 59 day commercial paper rate,

AL all commercial banks based on last-Wednesday of -
month data: adjusted for outstanding amounts of loans sold
to aftiliates.

INonfinancial company paper measured from end -of- month
to end of month.

acquisitions 1n coupon issues rather than
shorter-dated bills. Total loans outstanding in-
creased only slightly, on a scasonally adjusted
basis. Real estate and consumer loans expanded
substantially. However, business loans con-
tracted for the sixth consecutive quarter, bring-
ing the cumulative decline between December
1974 and June 1976 to $11.8 billion, or 6.4
per cent.

Net issuance of commercial paper by nonfi-
nancial firms was the largest since the third
quarter of 1974, Indeed, the increase in out-
standing nonfinancial paper during the second
quarter exeeeded the decrease in business loans



by nearly $1 billion (scasonally adjusted). Some
firms that had used ample internal cash flows
and the procceds of capital market financings
to repay short-term debt during the first year
of the cconomic recovery again encountered a
need for short-term credit; with the cost advan-
tage of open market financing over bank loans
remaining sizable, they returned o the com-
mercial paper market.

Deposits at savings and loan associations and
mutual savings banks expanded at a scasonally
adjusted annual rate of 13.9 per cent in the
second quarter, little changed from the 13.3 per
cent rate of the preceding quarter. Deposit
growth did slow, however, as the quarter pro-
gressed. Tending to moderate deposit inflows
were not only the rise in market rates of interest
but also prior cfforts by some institutions to
retard the heavy tlows of funds into relatively
costly term accounts. These cflorts involved
such measures as lowering offering rates, in-
creasing minimum denominations, and reducing
advertising,

Annual rate of change. per cent

] 16

N Q)

1970

Q3

1978

R

Scasonally adjusted quarterly averages at annual rates.

The strong growth of deposits permitted sav-
ings and loan associations and mutual savings
banks to increase their mortgage lending while
maintaining a high level of liquidity. Net mort-
gage debt formation at these institutions during
the second quarter was the highest in more than
3 years. Furthcrmore, their outstanding mort-
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In hillions of dollars, scasonally adjusted annual rates
’ 1975 ! 1976
G Ve e
g l'
Q2 ()3] Ot l()l “lQ2r
—_ . [ L A A R
By type of debt:
Total ...l 46 58 70 71 73
Residential .............. 32 40 51 54 56
Other' ..............ooe. 14 18 19 17 17
At selected institutions:
Commercial banks .......... 1 3 9 11 9
Savings and loans .......... 27 35 39 36 44
Mutual savings banks ...... 2 3 3 2 3
Life insurance companies 4 2 1 31
FNMA-GNMA ... ... ... .. 3 5 6 1 -5
MuMo
FHL.B advances to S&L.'s? ~1 |G 2 2

nchudes conmercial and other nonresidential as well as
latm properties.

2Quarterly totals, net scasonally adjusted.

less than S500 million.

CPartially estimated.

"Revised.

gage commitments rose to a near-record sea-
sonally adjusted level of about $23 billion at
the end of Junc.

The pace of net mortgage debt formation by
all lenders rose slightly further in the second
quarter to a scasonally adjusted annual rate of
$73 billion. As in other recent quarters, mort-
gage lending on |- to 4-family homes accounted
for much of the credit expansion; the multi-
family and nonresidential components remained
weak. The Federal and related agencies operat-
ing in the secondary market sold more mort-
gages from their portfolios than they bought,
while private iostitutions, predominantly sav-
ings and loan associations, cnlarged their sup-
port to the market.

Gross long-term debt and cquity financing by
LU.S. corporations in the second quarter pro-
ceeded at a scasonally adjusted annual rate of
$55 billion, slightly above the first-quarter pace.
Domestic firms continued to restructure their
balance sheets in the April-June period, selling
new bonds at a scasonally adjusted annual rate
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of $40 billion, about the same volume as in the
first quarter. Contributing to the large volume
of publicly oftered debt securities was a record
amount of debt issued by (inance companices.
Nonprime borrowers also availed themselves of
the public bond market in greater volume during
the second quarter. Corporations issuing bonds
rated A or lower accounted for 55 per cent of
the quarter’s calendar—a significant increase
over their 40 per cent portion of the first-quarter
volume. Such firms also obtained a large volume
of long-term funds through private placements
with institutional lenders.

Domestic corporations continued to lower the
ratio of their debt to equity through issuance
of substantial amounts of stock as well as
through retention of earnings. Common and
preferred stock offerings amounted to $15 bil-
lion at a scasonally adjusted annual rate, up
slightly from the first-quarter figure. This large
volume reflected a record amount of issues by
manufacturing concerns and a single large issue
by a communications firm.

The volume of long-term State and local debt
issued in the April-lune period was $34 billion
at a scasonally adjusted annual rate, a little
above the previous quarter’s $33 billion. This
large volume of {inancing appears to have re-
flected a significant amount of financial restruc-
turing by State and local units, mainly the
funding of short-term debt. The gross volume
of short-term notes sold in the first half was 25
per cent below the pace of a year carlier.

T R VT A S PR TR R T T A I TR

In billions ol dollars, seasonally adjusted amnuad 1ates

1975 1976

Type ol issue . o .

02| Q3 ’ Q4 | Q1 l Q2

- R ST [

Corporate securities: total ....| 61 44 48 54 55
Bonds .................... 47 35 36 40 40
Stocks ..o L4 9 2 14 15
Foreign securities ............. 6 7 10 9 10
State and local govt. bonds ..| 33 36 26 33 34

“Hstimated.

The U.S. Treasury placed smaller demands
on the credit markets in the second quarter as
the Federal unificd budget registered a modest
surplus on a seasonally unadjusted basis. Gov-
crnment cxpenditures were  somewhat  lower
than had been anticipated, and the Treasury cash
balance rose to an unusually high level of $14.8
billion on June 30. Net cash borrowings
amounted to $8.9 billion, compared with an
average of $24.5 billion in cach of the preceding
three quarters. As part of its continuing effort
to lengthen the average maturity of the market-
able Federal debt, the Treasury reduced the
amount of outstanding bills by $2.1 billion and
issued $10.0 billion, net, of coupon securities
during the quarter.

I PHER TS

RATHS

Yields on both short- and long-term sccurities
traced broadly similar patterns over the quarter,
influenced to a considerable degree by shifting
market expectations about future interest rate
movements and by the less accommodative
posture in providing bank reserves that the Fed-
eral Reserve System adopted beginning in late
April. Federal funds, which had traded around
the 4% per cent level in the first half of April,
rose over the remainder of the month and
throughout May, reaching the 5% per cent level
at the end of the month. The rate on Federal
funds fluctuated around this level until carly July
when the System began to provide reserves
somewhat more freely in light of the moderation
in the growth of the monetary aggregates.
Yiclds on other short-term private market in-
struments and on Treasury bills also moved
upward by % to % of a percentage point in the
late April and May period, but declined again
in latc June and carly July.

Yields on long-term corporate and municipal
securitics, which had declined in carly April,
increased by about Y2 of a percentage point until
they peaked in late May. Much of this rise
occurred at a time when the supply of new issucs
in both markets was quite large and when mar-
ket participants  expected  short-term  interest
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Quarterly totals, in billions of dollars, not seasonally adjusted

I 19775
Item ' : |
Q2 l Q3 J
Treasury financing:

Budget surplus, or deficit .............. -12.0 18.5
Off-budget deficit* -2.5 —.8
Net cash borrowings. or repayments (—) 16.6 23.5
Other means of financing® ... ..., -1 —-1.3
Change in cash balance ................ 1.0 2.0

Federally sponsored credit agencies,
net cash borrowings® ................ —.1 R

"Includes outlays of the Export-Import Bank. Peasion Ben-
clit Guaranty Corporation. Postal Serviee Fund. Rural Eleetri-
tication and ‘Telephone Revolving Fuwd, Rural Telephone
Bank, Housing tor the Pdderdy or Haadicapped Fund,
I'ederal Financing Bank.

“Checks issued Tess checks paid. accrued items, and ather
fransactions.

rates 1o incrcase over the remainder of the year.
As June progressed, prospective supply pres-
sures cased: this, together with indications that
the pace of monetary expansion was moderat-
ing, led market participants to revise their ex-
pectations, and long-term rates began to decline.
For example, the Board’s index of yiclds on
newly-issued Aaa-rated utilities and the Bond
Buyer index of long-term municipal bonds reg-
istered declines of about % of a pereentage point
over the month of June.

657

el e
—26.5 227 22
-2.6 =37 1.2
25.9 248 9.3
1.1 1.8 3.5
=21 -5 68
2.0 5 -2.0

Tinclwdes debt of the Federal Home Loan Mortgage Cor
poration, Federal home loan banks, Federal land banks. Federal
intermediate credit banks, banks for cooperatives.  Federal
Nationad Mortgage Association (includiag discount notes and
seourities puaranteed by the Government National Morigage
Association), and farm credit banks.

“Hstimated.

Yields on long-term ‘Treasury issues and on
conventional mortgages moved less widely over
the quarter. Treasury bond yiclds, paralleling
corporate and municipal yiclds, rose about %
of a percentage point in the April-May period
before dropping about % of & pereentage point
by the end of June. With deposit flows relatively
ample at thrift institutions, home mortgage
rates in the primary market changed little in
April and May and moved up only slightly in
June. [
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Member Bank Income in 1975

Net income at member banks continued to in-
crease in 1975, but the rate of expansion was
half that of the ycar beforc and was at the
slowest ratc in more than a decade. The slow
growth in earnings was the result largely of a
sharp decrease in rates of return on loans, al-
though other contributing factors included a
deceleration in the rate of loan portfolio growth,
a continued increase in the provision for loan
losses, and a drop in revenues from Fedcral
funds sold and securities purchased under resale
agreements. Opcrating income and cexpenses
declined during the year comparcd with record
or near-record levels the two previous years. Net
securities transactions, however, resulted in a
small gain for member banks and added to net
income for the first time in 3 years.

SUMMARY

Operating income at member banks decreased
almost 5 per cent in 1975, after having risen
at rapid rates in 1973 and 1974. The decline
was largely the result of a substantial drop in
interest income on loans caused by sharply
reduced rates of return on loans and a negligible
growth in loan volume. Interest income on in-
vestments, however, rose rapidly in 1975 as the
rapid growth in holdings.was accompanied by
a modest increase in rates of return.

All nonintercst categories of cxpenses in-
creased in 1975, but the increases were gener-
ally less than in 1974. Salarics and wages,
which represent the second largest single cx-

Nore.—This article was prepared by Anthony W,
Cyrnak of the Board's Division of Rescarch and Statis-
tics.

pense for member banks, rose moderately dur-
ing 1975. The fact that the increase was sub-
stantially less than in the previous year reflected
the efforts of many banks to trim payroll ex-
penses. As in 1974, the largest increase in any
noninterest category was in the provision for
loan losses. Actual net loan losses in 1975 rose
at substantially the same high rate as in 1974,
even though the rate of growth in loans out-
standing declined. As a result, the ratio of net
loan charge-offs (for those banks that account
for possible loan losses by the use of a reserve
account) to average loans outstanding rosc to
the highest level in any recent year.

Because of these changes, income before
income taxes and net securities gains and losses
declined nearly 1 per cent in {975 from the
year-earlier total. However, a sizable decrease
in tax liabilities on current income and a small
net gain in sccurities transactions more than
offset this decline, and so net after-tax income
of member banks reached $5,545 million—3.4
per cent more than in 1974,

The ratio of net income to equity capital plus
reserves at member banks declined in 1975 to
a level below that of several recent years. As
in 1974, however, cash dividends declared rose
faster than net income, thus causing an increase
in the ratio of cash dividends declared to net
income.

Large member banks in New York, Chicago,
and other major cities recorded roughly equal
rates of increase in net income during 1975. For
these groups the increasc was slightly higher
than for all member banks and significantly
greater than for smaller member banks, which
posted only a negligible increase in net income
during 1975. For all groups, however, the rates
of increase in 1975 were substantially less than
those in 1974.
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OPERATING INCOME

After having increased at a record pace in 1973
and at a near-record rate in 1974, total operating
income at member banks declined in 1975,
Operating revenues totaled $50,356 miilion,
down $2,472 million, or 4.6 per cent, from
1974 (Table 1). In recent years large gains in
revenues had been attributable to rapid increases
in interest and fees on loans. In contrast, there
was a dramatic decline in such income during
1975. Similarly, therc was a sharp drop in

TABLE |

income derived from the amount of Federal
funds sold and securities purchased under resale
agreements. As a result, interest income on
loans fell as a proportion of total operating
revenue. Revenue from investment activities,
however, accounted for a larger proportion of
operating income in 1975 than in 1974,
Interest and fees on loans (including Federal
funds sold and securities purchased under
agreements to rescll) declined $5,323 miltion,
or 13.1 per cent, in 1975 after having increased

Consolidated report of income for 1971-75 for all member banks

Amounts shown in millions of dollars

[tem

Operating income—Total
L.oans:
Interest and lees
Federal funds sofd aed securities purchased under
resale agreement
Sceurities {excluding trading account income)
Total: .
.S, Treasury securities
ULS. Govt, agencies and corporations ...
States and polit
Other securitics
Trust departiment
Service charpes on deposit accounts
Other charges, fees. cte.
Other operating, income:
On trading account (net)
Other

Operating expenses—Total
1. Salaries and wages of officers and employees
Ofticers and emplovee benetits
Interest on:
4 Time and savings deposits
Federal funds purchased and seeurities sold
[ under repurchase agreements
Other borrowed money
Cupital notes and debentures
Net occupianey expense ... ...
Furniture, equipment, cte.
Provision fur loan losses
Other operating expensces

L e and savings deposiis o

Income before income taxes and securities gains or losses
Applicable income taxes
Income before securities gains or losses
Net securities gains or losses () atter taxes
Extraordinary charges () or credits after tax
Less minority interest in consolidated subsidiaries

Net income

Amount IChange, 1974 -75

dercent-

1971 | 1972 1973 | 1974 | 1975 |Amount l":l‘é‘c'“
28,670 31,335 41,708 53,828 51,356 2,472 4.6
18,317 19,997 28,261 38,055 33,739 4,316 11.3
677 794 1,847 2,722 1715 1,007 ~37.0
5.662 6,086 6531 7,237 8558 1,321  18.3
2434 2412 2392 2343 3165 822 35.1
578 730 943 1268  1.463 195 15.4
2468 2709 2,927 33001 3,576 275 8.3
182 234 268 325 354 29 89
(182 1,269 1,344 1,379 1,457 78 5.7
896 904 9A0 1022 1.086 64 63
795 864 998 1151 1,359 208 181
340 254 338 425 497 72 169
802 1,168 1449 1,836 2,945 1,109 604
23,346 25,639 35,027 46,806 44,398 -2,408  --5.1
5666 6,020 6571 7.426 8061 635 8.6
973 1073 1234 1,406 1,560 154 11.0
9426 10,513 15377 21,806 19,794 -2,012  -9.2
LO73 1387 3,765 5,714  3.151 2563 --44.9
12702 414 872 336 - s36 -61.s
123 84 204 217 228 11 5.1
L1300 1259 1408 1,603 1,791 188 117
797 848 924 1,036 1,154 118 11.4
681 767 994 1857 3,050 1,193 642
3,348 3,486 4078 4869 5,271 404 83
5325 5696 6,681 7,021 6,957 64 -9
1,330 1,356 1,654 1,591  1.453 138 8.7
3976 4340 5027 5431 5.505 74 (.4
144 46 30 v 17
3 14 15 3 24 21

) ") " ") " " ()
4117 4400 5012 5364 5,545 181 14
1LY0B  1.839 2,018 2,270 2,476 206 9.1

'Tess than $500,000.
20n common and preferred stock.
Nork. Figures may not add to totals because of rounding.



660  Federal Reserve Bulletint1 August 1976

sharply in both 1974 and 1973. The decline was
attributable to several factors. Generally lower
interest rates, for example, resulted in a signifi-
cantly lower average return on all loans during

TABLE 2

Changes in average loans,
investments, deposits, and
capital outstanding of member banks

Amounts shown in million ol dollars

, Average
| amount’ Change
liem ' T i T
Per-
1974 1975 ‘ Amount [ centape
Total loans and invest-
ments, gross’ . 549,348 570,162 20,814 3.8
Total average loans
outstanding ... .. 412,202 419 857 7.655 i.9
Federal  funds  sold
seceurities  purchase
under  resale
ment ... 270014 29307 2.193 8.1
Other loans ... 385.088 390,550 5,402 1.4
Commercial and
industrial ..., 146.633 149,837 3,204 2.2
Agricultaral oo 10.539  10.838 209 2.8
Real estate ... ..., 91.228 95,012 3,784 (|
For purchasing and
carrying seeurities Y424 9041 REXI Al
To finuncial
institutions ..., A1.226 0 39,647 1,579 3.8
Other loans to
individuals ..., 73,951 74,267 316 4
All other ... .. L 12,088 11,908 18O 1.5
LS. "Treasury sceeurities? 30,672 47,254 10,582 28 9
U.S. Govt. agency
and corporation
seeurities® Lo I8.767 20,083 1,326 7.1
States and political sub-
division securities® .| 69.993 71,914 1,921 2.7
Other securitios® 4125 4,634 500 12.3
Trading account
seeurities ..o 7.589 0.4t 1178 15.5
Total deposits ..o 550,145 580,159 30,014 5.5
Time deposits ... 305,620 332,390 26,770 8.8
Savings .o 05,935 106950 11,019 1.5
Other time 1P.C. 1S7.161 168,374 11.213 7.1
All other time ... 52.524 57,0067 4,543 .6
Fquity capital' ..o 43252 46,729 3,477 8.0
Totdl capital accoums®] 46,6401 SO 190 3540 7.6
Reserves on loans
and seourities ... 6.680  7.226 546 8.2
Total equity capital :
and reserves L.l 49,933 S3 Y55 4,022 L

'Average of figures for three call dates  the end ol the
preceding year and the June 30 and December 31 call dates
for the calendar year.

2Includes securities held in trading account.

fExcludes securities held in trading account,

Fneludes common stock, preferred stock, surplus, uixlivided
profits, and reserves for comingency and other capital reserves.

Includes equity capital plus capital notes and debentures.

1975. For the year. the average rate of return
on loans fell nearly %2 percentage points to
8.44 per cent——after having risen by nearly the
same amount in 1974, The drop in the average
interest rate carned on Federal funds sold was
even more dramatic- -—-more than 4% percentage
points, the largest decline in recent years. Loan
revenues were further dampenced in 1975 by the
cftfects of nonaccrual loans and by loans rene-
gotiated at reduced rates, particularly loans to
rcal estate investment trusts.

Perhaps the most important influence limiting
the growth in interest income during 1975,
however, was the lack of strong growth in
average loans outstanding. For the year, the
average' {or total loans rose only $7.7 billion,
or 1.9 per cent, in contrast to the increase of
$51.3 billion, or 14.2 per cent, recorded in
1974. l.oans outstanding in nearly cvery cate-
gory increased less than in (974, Commercial
and industrial loans account for more than a
third of total outstanding loans at member
banks, and they increased only 2.2 per cent in
1975- -far below the 17.7 per cent rise posted
in 1974,

The contraction effect of the recession in carly
1975 and the liquidation and then modest
growth of inventories translated into a decline
in the outstanding volume of loans to the com-
mercial and industrial sector until late in the
year. Businesses in the aggregate continued to
issue a large volume of long-term debt and
equitics, repaying bank loans in order to re-
structure their balance sheets and improve their
liquidity positions. This financial policy was
enhanced by sharply improved cash flows rela-
tive to capital outlays. Bank loan policies re-
mained cautious with loan rates high relative
to market rates and with nonprice terms and
conditions tending to emphasize loan quality as
banks sought to improve their own financial
positions.

Real estate toans of member banks rose by
only $3.8 billion, or 4.1 per cent, during 1975,
However, this increase in loans for real estate

'Average of loans outstanding Tor three call dales
the cud of the preceding year and the June 30 and
December 31 call dates for the calendar year.
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TABLE 3

Sclected member bank income ratios

In per cent

Ratios 1971 19721 1973 1974 [ 1975

Ratios 1o equity capital
tincluding  reserves)
Inconke before securi

ties gains ot Josses. 11022 1038 1100 10.88  10.20

Netincome 0 0 10,60 1054 10097 10075 10.27
Cash dividends

declared™ o000 491 H 4l 455 3R

Rates of return on

Loans, gross ... T8 690 8.3 990 ¥.44
LS. Treasury

securities” L0 L0 Ll 5,61 5.4 5800 6.3Y 0 6.6
1.8, Govt, agencies

und corporations? .| 60.20 608 620 676 7128
State and  local povt !

obligations® P17 L A3 472 497
Other securities? . 7.0 6,67 6.8 78R 7.63

Interest on time deposits
to totad fime deposits] .77 L6101 582 7,14 595

"On common and prelerred stock.

?Exeludes securities held in rading account.

No1r. These ratos were computed Trom apgrepate dollar
anjounts of income and expense items. The capital . deposits,
loans, and scenrities items on which the ratios were based were
averages for two call dates in the calendar year and the last
call date in the preceding year.

activities accounted for a much larger proportion
of total loan growth in 1975 than in 1974—
about half of the total in contrast to one-fifth
in 1974. Consumer loans too were depressed
in response to adverse cconomic conditions
in 1975; they rose less than | oper cent dur-
ing the year. This was in marked contrast to
the 7.4 per cent growth rate posted in 1974,
Loans for purchasing and carrying securitics
declined for the sccond consecutive year, al-
though the $383 million, or 4.1 per cent, decline
in 1975 was significantly less than the 23.8 per
cent decrease recorded in the previous year.
‘The lack of strong loan demand, together with
sizable deposit inflows, permitted member
banks to invest more heavily in securities during
1975 than in 1974, For the year. average hold-
ings of sccuritics by member banks increased
11.3 per cent as compared with only 2.1 per
cent in 1974, As a result, revenue from this
source increased by $1.321 million, or 8.3 per
cent. Acquisitions of U.S. Treasury securities
were particularly large, with average holdings

rising by 28.9 per cent. This sharp increase,
coupled with a rise of 30 basis points in the
rate of return on these securities, boosted reve-
nue from this source by 35.1 per cent to $3,165
million. This was in sharp contrast to 1974, a
year in which holdings fell by 11 per cent and
revenue fell by 2 per cent. Investment in other
types of sccurities also increased in 1975, but
neither the gain in volume nor the increase in
revenue was so large as in 1974,

Aggregate revenue from trust departments,
service charges on deposit accounts, and other
charges and fees increased $350 million, or 9.9
per cent —slightly more than in 1974, **Other
operating income,”’ which includes net income
from the trading account, foreign branches, and
Edge Act subsidiarics, rose S1,181 million, or
52.2 per cent. This increase compares with one
of 26.5 per cent in 1974 and reflects a continu-
ation in the trend toward a greater volume of
overscas business at many member banks. As
in other years, the largest member banks (cspe-
cially those in New York and Chicago) have
been most involved in this overseas expansion.
In 1975 these large banks found international
banking a profitable activity as loan demand
increased substantially above 1974 levels and
interest spreads widened.

OPERATING EXPENSES

Operating expenses at member banks during
1975 declined significantly, after having in-
creased at a near-record rate in 1974, ‘This
decrease reflected both a sharp decline in nearly
every calegory of interest expense and a slower
rate of growth in noninterest expenses relative
10 1974,

Interest paid on time and savings deposits—
which generally comprises about two-fifths or
mote of total operating expenses—declined in
1975 t0 $19,794 million, a drop of 9.2 per cent,
Contributing strongly to this decline was a sharp
decrease in the average rate paid on such de-
posits. During [975 the average rate paid on
time and savings deposits declined 119 basis
points after having risen rapidly in 1974, This
drop reflected both a reduction in offering rates
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associated with the decline in yields on Treasury
bills and other market outlets for savings and
a shift in the composition of interest-bearing
deposits at commercial banks. During the year,
relatively low-cost savings deposits increased by
F1.5 per cent while time deposits rose by only
7.5 per cent. In view of the relative strength
of savings deposit inflows, member banks were
able to reduce their reliance on purchased funds
such as large certificates of deposit. This is in
marked contrast to 1974, a year in which mem-
ber banks issued large quantities of such time
deposits. In addition, the over-all decline in
short-term interest rates also made CD’s a much
cheaper source of funds in 1975 than in 1974
for those banks that found it necessary to pur-
chase funds to finance their portfolios.

Interest paid for Federal funds purchased and
securitics sold under repurchase agreements fell
dramatically in 1975, For the year this operating
cxpense declined $2,563 million, or 44.9 per
cent, and reflected both a slower increase in
volume than in 1974 and a precipitous decline
in the average rate paid for such funds. In 1975,
for example, the volume ol Federal funds sold
increased 8.1 per cent compared with 23.6 per
cent in the previous year. Similarly, the average
rate paid for these funds in 1975 was 5.82 per
cent, or 469 basis points less than in 1974,

Interest paid on “‘other borrowed money,””
which includes interest costs on Buro-dollar
borrowings and on loans from Federal Reserve
Banks, also declined sharply in 1975. During
the year, expenses from such borrowings de-
clined 61.5 per cent after having risen 84.0 per
cent in 1974, as both the volume ol borrowing
and average rates paid declined. Interest costs
associated with outstanding capital notes and
debentures, the only interest expense category
to increase in 1975, continued to grow at about
the same pace as in 1974,

Salaries and wages (inciuding benetits) at
member banks continued to rise in 1975, but
the increase was somewhat less than in 1974
and it reflected an effort on the part of many
banks to “*hold the line’” on payroll cxpenses.
For the year such expenditures increased $789
million or 8.9 per cent, in contrast to a 13.2
per cent increase during 1974,

For the sccond consecutive ycar member
banks raised their provision for loan losses by
a large amount; provisions for the year totaled
$3,050 million, an increase of $1,193 million,
or 64.2 per cent. This rate, which was much
larger than the 1.9 per cent growth rate of total
average loans outstanding, reflected the neces-
sity for many member banks 1o bolster loan loss
reserves in response to the adverse economic
conditions. For banks that operate on a loan-loss
reserve-accounting  basis, which includes all
larger banks and many smaller ones, the current
provision for loan losses generally is the esti-
mated amount needed- to bring the reserve for
loan losses to a level sufficient to absorb ex-
pected losses on the existing loan portfolio. For
accounting purposes, this item is considered to
be an operating expense aflecting net income
in the current ycar. Although the minimum
amount that a bank must provide each year for
such purposes is determined by methods pre-
scribed by supervisory authoritics,? bank man-
agement may designate a larger-than-required
provision if such action is advisable under pre-
vailing cconomic conditions.

Numecrous member banks made such
“excess’” provisions during 1975 in order to
ollset the effects of loan-loss charge-ofls, which
increased 71.6 per cent to $2.731 million. This
increase in net loan charge-ofl's was much faster
than the growth of loans; hence it caused the
ratio of net loan charge-olls to average loans
outstanding to increase from 0.39 per cent in
1974 to 0.65 per cent'in 1975~ -the highest level
recorded in any rccent year. Nonetheless, actual
provisions for loan losses exceeded net loan
charge-ofts by $319 million in 1975 and in-
creased total loan loss reserves by 3.6 per cent.
As a result of the changes, the ratio of reserves
for losses to average loans outstanding increased
slightly in 1975, from 1.69 per cent to 1.71
per cent.

Other minor operating expenses such as net
occupancy expense, furniture and equipment

ZAIl member banks that do not provide for loan losses
on a reserve basis must use their actual net loan losses
cach year as a minimum *“provision for loan losses.™
Other banks may usce this method if they do so on a
repular basis.



expense, and other expenses all rose slightly less
than in 1974 and reflected both cost-cutting
measures taken by banks during 1975 and lower
expenses associated with reductions on Buro-
dollar borrowing. which some banks report in
this item.

TABLE 4
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OTHER TRANSACTIONS

After recording net losses on securities transac-
tions for two consecutive years. member banks
posted a small net gain in 1975, Their carnings
on such transactions totaled $17 million. kEx-

Consolidated report of income for 1975 and 1974 for member banks grouped by class

In millions ot dollars

] I
| Large banks '
Al member All other
I banks ( T banks
ltem New York Cily (‘il_\' ol Chicago Other
. t
S 975 | 1074 ‘ 1978 1971 1975 1974 1975 | 19741 1975 1 1974
— e i |
Operating income—-Total ... . .. 51,356 53,828 9,375 10,299 2,725 3.216 19,399 20,925 19,856 19,388
L.oans:
Interest and fees oo A3R0 3K 055 0,201 7,840 1,880 2,469 12 876 11959 12,782 12,787
Federal Tunds sold and sceutities purchased
under resale agreement oo L0 oL U715 20722 103 18:1 80 118 815 1.216 FARER N A
Sceurities:
Excluding trading account income:
LIS, Treasury seeurities . . oo 3,005 2,313 315 2R |43 90 1.052 721,554 1,253
LS. Govt. agencies and corpotations | 1463 1,208 107 By 46 52 REIH 352 KU1 767
States and political subdivisions ... 3,876 3,301 HH) 162 136 132 (L1586 1,124 1,885 1,083
Other scewities oo 354 325 3 45 14 14 %9 115 207 152
Trust deparament oo P T R VA YA 393 190 16 108 AR7 549 361 330
Service charges on deposit accounts oo 1,086 1,023 86 80 20 19 4903 AR3 569 541
Other charges, fees, ete. o0 oo 1.359 1,151 232 149 59 49 619 557 449 306
Other operating incomne:
On trading account (nety oo a7 428 [O (6O 77 20 23 219 21 i
Other oo o 2045 1830 1,228 0K 140 109 1,152 729 424 290
()pc rating expenses—Total ... H4,398 46,800 7,864 8,817 2,298 2,818 16,964 18,562 17,272 16,609
s oand wages of oflicers and cmployees| 8,001 74476 1,318 1,181 2098 2700 X073 2855 3,374 3,117
Oflicer and unpln_\'u benelits L oL 1.560 | .406 342 200 08 56 556 518 597 545
Interest on:
Time aved savings deposits 0 .o 19 7940 8li6 3.062 2,097 1.080 1,397 7,284 8,228 K.308 8.18:
Federal funds purchased and \((llllll(\ sold
under repurchase agreements 3,181 53,714 192 1,204 370 GVO 1S 2 0K2 S T8
Other borrowed money ... L. 1306 842 126 167 ] 22 163 292 a8 91
Capital notes wnd debentures . 0 .. 228 217 A48 42 O A 107 106 [3Y) 66
Net oceupancy expense ..o o 1791 1,002 RN A4 63 37 082 S84 T3 617
Furniture, equipment, cte. . o0 1154 1,036 137 122 42 35 426 38R 549 492
Provision for loan losses ... ... oo L 3,050 | 8y DL 510 190 RO 1,151 733 122 529
Other operating, expenses .o o0 o L 5.273 4,809 716 723 172 207 2,009 (779 2377 21060
Income  before  income taxes and  seourities
gains or losses oo Lo 6,957 7,021 1,511 1,482 427 AT 2435 0 3063 2584 2,779
Applicable income taxes ... B I IR R WY REIH) 390 (R} 114 580 555 3587 532
Income before seeurities ;_.nns o losses . 5,505 5,441 1,125 1.093 208 284 1 K55 1,808 2,228 2.246
Net seeurities gains or losses ¢ ) atter taxes 17 60 16 17 R Rl 4] 2y 13 20
Extraorditary charges () or urudil.\ alter,
BAXOS . L e 24 3 1 .. - 16 7 4 1Y)
L.ess minority interest in u)n\()lld‘lhtl
subsidiaries .. .. e H ') [} " (") H [ &) ) "
NEtINCOME L. e 5,545 5.36q4 L0 1076 204 2RO EROS 1,772 22409 2237
Cash dividends declared o000 00 oo 2475 2,270 503 454 133 132 978 852 K02 KD
Ratios {per cent) to equity capital Ginclud-
ing reserves):
Income (after taxes) before securtties
pains or losses oo oo L 10200 1089 1153 11.17 1125 LT 6O 1006 (.60 10.03 10.89
Net income oo L L 10.27 10775 10.67 114X} 11.09 L3 1001 10,39 10,12 10.85
i

Hess than $50G,000.
NOoTE- Ingures may not add o otals becanse of rounding,.
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traordinary charges or credits after taxes also
had a favorable impact on net carnings- - -adding
$£24 million to net income—after having had a
negligible effect during 1974,

INCOME TAXES

Applicable income taxes at member banks de-
clined 8.7 per cent, or $138 million, in 1975,
This decline, which was about twice as large
as that in 1974, reflected not only the decline
in before-tax income but also the increased
proportion of that income derived from tax-ex-
empl sources.

NET INCOME
AND CASH DIVIDENDS

Reflecting all of the above changes, net income
at member banks in 1975 increased $181 mil-
lion, or 3.4 per cent—the smallest gain in a
number of years. Fquity capital plus reserves,
however, increased at more than twice that rate
during 1975, and as a result the ratio of net
income to equity capital plus reserves declined
for the second consccutive year. For the year
this ratio declined about half of a percentage
point to 10.27 per cent, whercas in 1974 the

decline had been a more moderate one-lifth of
a percentage point,

The increase in cash dividends at member
banks during 1975 was somewhat less than in
1974 —9.1 per cent compared with 12.5 per
cent. However, this rate of increase was still
nearly three times as large as the incrcase in
net income in 1975, and it boosted the ratio
of cash dividends declared to net income from
42.3 per cent in 1974 to 44.7 per cent in 1975,

NET INCOME
BY CATEGORY OF BANK

Large banks in New York City recorded the
most rapid increase in net income of any cate-
gory of member banks. However, the 5.9 per
cent increase for this group—which accounts for
a fifth of all member bank income - -was only
slightly higher than for large banks in Chicago,
which posted a 5.0 per cent gain. This was in
contrast to 1974 when the performance  dif-
ference between these two groups had been
somewhat larger. “‘Other’” large banks also
increased their net income at about the same
rate—-5.1 per cent during 1975, As in 1974 net
income of “*all other”™ member banks increased
only slightly. For this group, such income rose
only $12 million, or 0.5 per cent. [ ]
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The Federal Reserve System’s

Equal Employment Opportunity Program
A Progress Report for the Period 1971 Through 1975

Equal employment opportunity is a key cle-
ment in the personnel policies of the Federal
Reserve System. The System’s cqual employ-
ment opportunity (EEQ) program is of national
significance in terms of the number of people
affected, the number of policy-formulating jobs
to be filled, the involvement of all geographic
sections of the country, and the availability of
jobs for women and minorities.

This article provides a progress report on
results of the System’s equal employment op-
portunity program over the past 4 years.

At the end of 1975 the System employed
some 28,000 people. These people were em-
ployed—in categories ranging from manual
labor to policy formulation in Washington,
D.C., in the 12 Federal Reserve Bank cities,
and in 35 other cities across the country. There
is no part of the Federal Reserve System’s
professional or technical work that cannot be
performed equally well by women or men or
by persons of any race or cultural background,
given personal aptitude and the necessary edu-
cation or training.

This report on the System’s progress toward
complete cquality of opportunity in employ-
ment, therefore, may have some special signifi-
cance as a profile of a large employer. operating
nationwide under a single set of guidelines and
conditions in which cquality of opportunity is
limited only by the availability of persons with
the necessary aptitudes and preparation. One
further factor is a limitation, not on equality of
opportunity, but on results in the form of numer-
ical improvements. The Federal Reserve Sys-
tem is regarded as an employer that gives a high
level of training and requires a high level of
performance. The System, consequently, has an
Alice in Wonderland problem: it must run to
even stay in place because minority or female

employees promoted into the professional or
high-level technical ranks are a target for other
cmployers.,

The Federal Reserve System’s espousal of
nondiscriminatory  personnel  manage-
ment- employment and promotion based on
merit---has long been regarded as a part of its
general outlook as a public service organization,
Board statements calling for the abandonment
ol personnel actions based on considerations of
race, color. religion, or national origin date back
many years before formalization of nondiscrim-
inatory employment practices was required by
the Civil Rights Act of 1964 and Exccutive
Orders 11246 and 11478 implementing such
rules in Federal employment policy. Later ac-
tions of the Pederal Government extended this
policy’s reach by introducing requirements that
cmployers  prepare  and  implement  written
Aflirmative Action Plans.

The Federal Reserve Board has kept in step
with these moves, formalizing and extending the
basic equal employment objectives that had long
been a part of the System’™s employment philos-
ophy. To focus ctlorts on the achievement of
stated equal employment opportunity affirmative
action goals. the Board in 1969 adopted a ‘l'en-
Point Plan. This called, inrer alia, for the des-
ignation at cach Federal Reserve Bank of a
senior officer 1o head the Bank’s Equal Em-
ployment Opportunity office, and to make regu-
lar reports to the President or First Viee Pres-
ident of the Bank on efforts being made by the
Bank to achicve the objectives of the Plan and
on the results achieved. In adopting the Ten-
Point Plan the Board recognized that achicve-
ments under the Plan were a priority matter and
gave the Reserve Banks authority to incur addi-
tional costs to that end.

The written Aftirmative  Action Plan, with
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annual revisions, is the basic clement in an
cqual employment opportunity program. To be
eflective the plan must address the question of
the representation of minoritics and women at
all levels of employment in the ofganization,
Further, it must identify any deficiencies in
personnel management that tend to inhibit the
hiring and progress of women and minorities.
Numerical goals and timetables are established
by which achievement can be measured. The
aim is a constantly improving “EEQ profile,”
that is, a mcasurable improvement in the partic-
ipation of minorities and women in an organi-
zation’s cmployment and promotion pattern,
and the distribution of minorities and women
in all employment grades. This is the basic
nature of the EEO programs now being imple-
mented by the Board and the 12 Federal Reserve
Banks.

To monitor and strengthen the System’s EEO
efforts, the Board in 1971 established an Equal
Opportunity Office and gave officer status to its
head. In 1972 the Board instituted an annual
comprehensive year-end survey of Federal Re-
serve System employment, with detailed break-
downs by scx, minority group, and Federal
Reserve (FR) grade level. Additional statistics
cover accessions and separations.

The data that follow are taken from the annual
surveys of System cmployment in the 4-year
period from December 31, 1971, through De-
cember 31, 1975. The most significant progress
toward improved nondiscriminatory cmploy-
ment is increased representation of women and
minorities in higher grades—FR-9 and above,
where professional and high-level technical em-
ployment with significant policy-formulation
impact occurs. Thus, the data cxcerpted from
the annual surveys concludes by focusing on
changes in System employment of women and
minoritics at these levels. The FR-9 and above
assignments include the professional, manage-
rial, supervisory, and official stafl’ positions that
are comparable to the Federal Civil Service
General Schedule (GS) assignments through the
supergrade level. They cover the positions in
which minoritics and women have traditionally
been underrepresented.

During the 4-year period 1971-73 over-all
employment in the Federal Reserve System in-
creased from 23,746 to 28,130. This repre-
sented a gain of 18.5 per cent. In 1971, women
employees numbered 12,838, or 54.1 per cent
of the total System employment. In 1975 they
had increased to 15,346, or 54.6 per cent of
the total. During the same 4-ycar period minor-
ity employment—which overlaps female em-
ployment—increased from 5.171 to 7.419, a
gain of 43.5 per cent. Thus, the rate of increase
in over-all minority employment was nearly 2%
times greater than the over-all increase in Sys-
tem employment. At the close of 1971, minority
employees represented 21.7 per cent of total
employment; by the end of 1975 they had in-
creased to 26.4 per cent of the total.

The breakdown of the 4-year gain in minority
group employment covered the following racial
groupings, including women employcees in these
groups: Black, Oriental, American Indian, and
Hispanic. The distribution of these groupings
in the System for 1971 and 1975 by number
and the percentage gains for cach are shown
in the accompanying table.

RS - . - r Je—

| < Percentage
4 <
1971 | 1975 | mercase

i
! |
Black . 4,174

Racial grouping

5.844 40.0
Oricental . 272 500 838
American Indian ‘ 21 36 71.4
Hispanic ............ 704

1,039 47.6

In 1971 the minority distribution by sex was
2,040 men and 3,131 women; in 1975 the
figures were 2,826 and 4,593, respectively. This
accounted for gains of 38.5 per cent for minority
men and 46.7 per cent for minority women. As
a result, minority women increased their per-
centage of all women System employees from
24.4 per cent in 1971 to 29.9 per cent in 1975,

During the 4 years, System assignments in the
critical FR-9 and above grades increased from
6,522 to 9,343. This was a gain of 43.3 per
cent. For all men employees in this category,
the advance was from 5,160 to 6,874 or 33.2
per cent. For all women employees the advance
was from 1,362 to 2,469 or 81.3 per cent, more
than double the percentage gain for men. These
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Faployee group 1971 ’ L9775

All employees oo . 6522 9,343 43.3
of which: ;
NMen oo 0 5,160 6,871 132
Women ..., R 1,362 2,469 81.3
Non mmority employees .. 0,208 8,410 30 1
of which:
Men oo 4,029 6,259 270
Women .o 1,279 2,187 71.0
Minority employees .o oo 3L RO/ 186.0
of which:
Men oo ROT 615 155.0
Women ..o Al RE 28%.0

developments moved the percentage of women
employees in the professional-managerial levels
from 20.9 per cent of all System employees in
(971 to 26.4 per cent in 1975, In the officer
category only, the increase for women was
from 17 in 1971, representing 2.6 per cent of
the total of 659 officers. to 40 or 5.1 per cent
of the total of 778 oflicers in 1975.

For minority cmployees in the professional-
managerial levels, the increase was from 314
10 897 a gain of 186 per cent during the 4-year
period, or more than four times the over-all
imncrease of System employment in these grades.
Minority representation thus moved from 4.8
per cent of the highest levels of System eni-
ployment in 1971 t0 9.6 in 1975, During the
same period, minority officers increased [rom
4 to 15, constituting 1.9 per cent of the System
officer category at the end of 1975,

The accompanying table shows the distri-

Percentage

INCrease | o7y [ 1975

Per cent of total

100.0

100.0
791 73.06
209 20.4
95.2 904
R 7410
20.6 259
4.5 9.0
70.8 68.0
232 3.4

bution of System personnel FR-9 and above by
sex and minority group for December 31, 1971,
and Dceember 310 1975,

Further analyses of the 4-year employment
data for both the Board and individual Reserve
Banks show that progress in equality of em-
ployment opportunity has been rather uniform
throughout the nationwide System. This is due
in large mecasure to the uniform and advanced
criteria for the Affirmative Action Plan laid down
for the System by the Board and shows close
adherence to it by all Banks and by the Board.
This adherence, coupled with the System’s pro-
gram accountability provisions and comprehen-
sive evaluation procedures, should insure con-
tinued evenness within the System in moving
to [ull equality of opportunity for advancement
for every System cmployee and equality of
opportunity for cmployment for every applicant
for a job in the System. [
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Statement by Arthur F. Burns. Chairman,
Board of Governors of the Federal Reserve
System, before the Committee on Banking,
Currency, and Housing, U.S. House of Repre-
sentatives, July 27, 1976,

I am pleased to meet once again with the House
Banking Commiiti¢e to present the report of the
Board of Governors of the lederal Reserve
System on the condition of the national ccon-
omy and the course of monetary policy.

The economic expansion now under way is
well into its second year. By any rcasonable
vardstick, the Nation's economy has experi-
enced a substantial recovery. In the quarter just
ended, the physical volume of total production
was 82 per cent above its trough in the first
quarter of 1975, The rebound of activity in the
industrial sector has been especially vigorous:
the combined output of our factories, mines. and
power plants has risen more than 16 per cent
since March ol last year,

The expansion of cconomic activity in the
service trades as well as in the industrial sector
has fed to material strengthening in the demand
for labor. Total employment across the Nation
has risen about 3% million from its low in
March 1975 and is now 1% million above the
previous peak. The average length of the factory
workwecek has also risen, and the unemployment
rate has declined from about 9 per cent to 7%
per cent in the {ace of rapid growth of the labor
foree.

These gains in production and employment
have been accompanied by larger personal in-
comes and rising consumer purchasing power.
The average level of disposable income per
capita has risen in real terms by 6% per cent
since carly 1975, and last quarter it was 1%
perocent above its previous peak. Business
profits, too, have rebounded as the workshops

of the economy have returned to more eflicient
levels of operation.

In a typical business cycle, the rate of growth
of cconomic activity slows after the first year
of recovery. Thus, during the past live cyclical
upswings, the physical volume of the Nation’s
total production rose, on average. by 8 per cent
in the first year and 4 per cent in the second.
This tendency for the pace of expansion to
diminish during the sccond year often reflects
a reduced stimulus {from rebuilding of invento-
ries.

In the current recovery, too, the rate of cco-
nomic expansion has been influenced by the
pace of inventory investment. Between the sece-
ond quarter of last year and the first quarter of
this year, the shift from extensive liquidation
of inventories to moderate accumulation  ac-
counted for about 45 per cent of the incrcase
in the physical volume of production. But in
the quarter just ended, if preliminary estimates
hold up, imventory investment no longer added
to the growth of physical output.

In conscquence, the real gross national prod-
uct appears to have expanded at an annual rate
of 42 per cent in the second quarter of this
year, compared with 8 per cent over the pre-
ceding three quarters. Growth of industrial out-
put also decelerated, particularly in industries
producing nondurable goods. And while condi-
tions in labor markets continued to improve in
the sccond quarter. they did so to a lesser
degree. Total employment, which increased 1.3
million during the first 3 months ol this ycar,
rose 800,000 in the next 3 months. And the
uncmployment rate, which fell materially be-
tween December and March. has changed little
over the ensuing months,

The recent slowdown in the rate of cconomic
expansion has resulted not only from inventory
adjustments-—a pause in consumer  spending



also played a part in this development. After
arapid advance fromt last December through this
March, retail sales grew slowly in April and
then declined in May. Temporary pauses of this
kind arc not uncommon during periods of cycli-
cal expansion, Indeed, recent sales Higures sug-
gest that a resumption of the upward trend s
already under way. Retail sales rose nearly 3
per cent in June. and there were encouraging
gains across the range of nondurable goods- - -
where sales had lagged in April and May.

We may reasonably expect further pood gains
in retail trade in the months abead. The basic
determinants of consumer spending are clearly
favorable: real incomes of families are increas-
ing, labor market conditions are improving. and
so too is the liquidity position of consumers,
Furthermore, as optimism continues o spread,
consumer expenditures wilt tend to rise more
rapidly than the disposable income of cou-
sumers. As the recovery proceeds, consumer
buying will in all likelihood remain a major
source of strength in the ecconomy.

A larger and morce basic source of stimulus
to cconomic activity can he expected  from
business outlays for new plants, machinery, and
other cquipment.  Business  capital  spending
typically joins the recovery process later than
other sectors of the cconomy. But as utilization
of capacity increases and prolits improve, busi-
ness firms typically move ahead more aggres-
sively with their capital expenditure programs.
Although such a development has been some-
what delayed in the present instance, the tradi-
tional pattern is again emerging.

Thus, production of business cquipment has
been rising briskly since late last year. Other
indicators of business capital spending are also
pointing upward. New orders [or nondefense
apital goods have risen in cach of the past 6
months and in June were 18 per cent above their
level at the end of 1975, Also. the most recent
surveys of business anticipations indicate some
further strengthening of plans for capital expen-
ditures this year.

A rising level ol outlays for plant and equip-
ment creates a need for larger inventories of
materials, component parts. and other supplies
in the durable goods trades. ‘Thus, while inven-
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lories in some nondurable goods industries have
been restored to levels that are adequate to meet
current rates ol sales, renewed accumulation of
inventories in the durable goods sector s just
beginning. ‘Total new orders received by pro-
ducers of durable goods are now rising sharply,
and rebuilding of their stocks should be a stim-
ulus to production in the months ahead.

A revival of homebuilding activity has been
contributing to general  cconomic  expansion
since the spring of 1975, New housing starts
rose 4 per cent further last month, as the number
of single-family housing starts advanced to the
level of 3 years ago.

Weakuess in the multifamily sector, however .,
has limited the over-all improvement of resi-
dential building activity, Construction of apart.
ment houses has been held down by previous
overbuilding, lagging rents. and high  con-
struction costs. In fact, inflated costs  of con-
struction, maintenance, and operation- -have
become a signiticant himiting  factor Tor all
branches of residential  construction,  Never-
theless, some signs ol improvement have re-
cently emerged ceven in the multifamily sector;
in particular. vacancy rates for rental units have
declined to the lowest level since 1972, With
mortgage credit in ample supply in practically
all parts of the country, a gradual further ad-
vance in homebuilding activity is likely in the
months immediately ahcad.

Our trade balance with other countries may
also show  some  improvement in coming
months. Imports of industrial supplies and con-
sumer goods will move up further as the expan-
sion of our economy continues to cumulate. But
the outlook Tor our export trade is also bright-
cning. Although economic recovery in other
industrial countries began later than in our own,
the pace of expansion in Western Hurope and
Japan has begun to gather momentum. Material
strengthening ol demands for American ma-
chinery and other products is therefore o be
expected.

Activity in all major sectors ol the private
ceonomy thus scems poised Tor further ad-
vances. Fortunately, the recovery process has
thus far been well balanced. and the state of
confidence has been steadily gaining. There
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have been few signs of the speculative excesses
that often develop in the course of a business-
cycle expansion. Consumer attitudes  toward
buying durable goods and homes have of late
further improved, and conditions in financial
markets remain favorable for continuance of
CCONOIMIC expansion.

Developments in the money and capital mar-
kets during the current recovery contrast sharply
with those observed in past cyclical upswings.
Short-term interest rates usually begin to rise
at about the time that general business activity
turas up. Soon thereafter, inflows of savings to
thrift institutions often begin to dry up. and the
homebuilding industry is then adversely  af-
fected.

In view of the vigorous rebound of cconomic
activity. the continuing advance of the price
level, and the record volume of Treasury bor-
rowing, strong upward pressures on short-term
interest rates might well have been expected
during the past year. However, after some run-
up in the summer months of 1975, short-term
rates turned down again last fall, and long-term
rates also moved lower. The main cause of the
unusual behavior of interest rates was undoubt-
cdly the lessening of inflationary fears over the
past year, and the consequent reduction in the
inflation premium that got built into interest
rates - particularly, the long-term rates.

The financial climate that has prevailed during
the economic recovery has permitted lenders
and borrowers alike to strengthen their financial
condition. The liguidity position of savings
banks and of savings and loan associations, for
example, has improved markedly over the past
year or s0. The flow of savings to these institu-
tions has been abundant, and they have sub-
stantially increased their mortgage lending as
well as added to their Tiquidity, ‘The outstanding
mortgage loan commitments of savings and loan
associations. the leading suppliers of  home
mortgage credit  are now close to the highest
dollar figure on record.,

Commercial banks have also rebuilt their li-
quidity. They have done so by adding large
amounts of short-term Treasury securities (0
their portfolios, besides reducing their reliance
on volatile funds. The condition of the banking

system has been further strengthened  through
widespread additions to retained carnings and
some new issues of common stock. The ratio
ol capital to risk assets of commercial banks,
which declined steadily during the carly 19707,
has thus increased appreciably, and confidence
in the banking system has been bolstered.

Our Nation’s business enterprises have like-
wise taken advantage of the prevailing financial
climate to improve their tinancial condition,
Corporations issued a huge volume of long-term
bonds during 1975, and they used much of the
proceeds to repay short-term debt and to acquire
liquid assets. This year. they are still finding
long-term funds readily available. Public offer-
ings of bonds by domestic corporations totaled
$3 billion last month—an extraordinary volume
by historical standards. For a time, access to
public markets for long-term funds was confined
largely to firms with the highest credit ratings.
During the past several months, however, some
lower-rated firms have found a more receptive
public market for their debt issues. as is re-
flected in a narrowing of the yield spread be-
tween Aaa- and A-rated bond issues from 1%
pereentage points last surmmer to about Y2 per-
centage point at present. Many medium-sized
firms, and others with lower credit ratings, have
met their need for long-term funds through
private placements with life insurance compa-
nics and other institutional lenders.

Besides this, an improved stock market has
made it much casier for corporations to raise
cquity funds for financing new investment pro-
grams or for restoring capital cushions. During
June corporate enterprises sold about [2 billion
of new shares to the public. If the pace of new
stock oftferings during the first half of this ycar
is maintained over the remainder of the year,
1976 will sce the largest dollar volume of cor-
porate stock flotations 16 our history.

These accomplishments in financial markets
indicate, Ibelieve, that the course of moderation
in monetary policy pursued over the past year
has aided the process of recovery in cconomic
activity.

We at the Federal Reserve remain deeply
concerned about the level of unemployment that
still exists in our country. We recognize the



pressing need for the Nation 1o regain more
prosperous cconomic conditions. We also rec-
ognize, as thoughtful Americans generally do,
that lasting prosperity will not be achieved until
our country solves its chronic problem of infla-
tion.

The inflation that is still damaging our ccon-
omy and troubling our pcople began over a
decade ago--largely as a consequence ol loose
fiscal policies. Over the past 10 years, the Fed-
cral budget has been in deficit in every fiscal
year but one. Over that 10-year span, the total
deficit in the Federal budget --including  ofl-
budget agencices and Government-sponsored ¢n-
terprises-—has cumulated to almost $300 billion.
These huge and persistent deficits added little
1o our capacity to produce, but they added
cnormously to aggregate demand for goods and
services. They have thus been directly respon-
sible for a substantial part of the inflation prob-
lem. In financing these deficits, and also in
mecting the larpe demands for eredit by business
and consumers, tremendous  pressures were
placed on our credit mechaanisms, and the supply
of money has tended 1o grow at a rate inconsis-
tent with price stability.

In the carly 1970°s, the underlying inflation-
ary trend caused by lax financial policies was
greatly aggravated by a variety ol special fac-
tors. In 1972 and 1973 crop harvests were poor
both here and abroad, and a boom in cconomic
activity developed throughout the industrialized
world. Upward pressures on our prices were
further augmented by devaluation of the dollar
in international ¢xchange markets, and by an
enormous run-up in prices ol gasoline, fuel oil,
and other energy items. By 1974 these special
factors combined with the underlying inflation-
ary trend to set ofl an explosion of the general
price level.

Qur Nation has made notable progress sinee
then in reducing the rate of inflation, The rise
in consumer prices came down from 12 per cent
in 1974 to 7 per cent in 1975, Over the first
4 months of this year, the rise in consumer
prices moderated fucther, to a 3% per cent
annual rate, reflecting a temporary decline in
the prices of food and fucl. In the past 2 months,
however, retail prices of food and [ucl have
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again been increasing, and the annual rate of
increase in consumer prices has stepped up to
6% per cent. It appears that the underlying rate
of inflation has not diminished since mid-1975
and that it may still be about 6 or 7 per cent.

Any such rate of inflation constitutes a serious
threat to the economy, and climination of our
discase of inflation must therefore remain a
major objective of public policy. Monetary pol-
icy-—-no matter how well designed and imple-
mented  -cannot do the job alone. Adherence
to a moderate course of monetary policy can,
however, make a significant contribution to the
fight against inflation.

A year ago, | reported to this committee the
Federal Reserve’s projection that M, —-that s,
the money stock defined so as o include only
currency and demand deposits - should grow
between 5 and 7% per cent during the year
ending in the sccond quarter of 1976. For My—-
which also includes consumer-type time and
savings depostts at commercial banks- —it range
of 8%2 to 10%2 per cent was deemed appropriate.
For My -a still broader measure of money bal-
ances encompassing, besides the components of
M., the deposits al nonbank thrift institutions-
the range was set at 10 1o 12 per cent. As |
informed the committee at the time. we believed
that these projected rates of growth of the major
monetary aggregates would lacilitate substantial
recovery in cconomic activity without aggra-
cating the problem of inflation.

Looking back. we find that the pace of mon-
ctary expansion was generally in line with the
specified ranges. During the year ended in the
sccond quarter of 1976, M, grew by 5.2 per
cent, or near the lower end of the projected
range. M,, on the other hand, rose by 9.8 per
cent, which was near the midpoint of its range.
while M, grew 12,1 per cent, or close to the
top end of its range.

The Federal Reserve was urged repeatedly
during the past year to pursue a more ¢xpan-
sionist policy in order to speed the return to
full cmployment. Some cconomists as well as
some mermbers of the Congress expressed con-
cern that the rates of monetary growth we were
sceking would prove inadequate to finance a
good cconomic expansion. We at the lederal
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Reserve respected but did not share this pessi-
mistic view. We judged from experience, (irst,
that the turnover of existing money balances is
apt to increase rapidly with the return of confi-
dence; second. that more rapid expansion of
money and credit is likely to intensily inflation-
ary cxpectations and soon sow the sceds of
another recession. Consequently, we resisted
advice 1o open the tap and let money flow out
in greater abundance.

The moderate ratc of monctary cxpansion
fostered by the Federal Reserve proved quite
sufficient to finance a large increase in the phys-
ical volume of output and a still larger increase
in the dollar volume of output. As expected,
the increase of money stocks was accompanicd
by a sharp rise in the turnover of moncey bal-
ances. Morcover, neither rising interest rates nor
developing shortages of credit were associated
with this risc in velocity. On the contrary,
conditions in financial markets, as I noted car-
lier, have been relatively casy, and they remain
favorable to economic expansion.

Over the course of the past year, the Federal
Reserve made several modilications in its pro-
jected growth ranges. Last October, the lower
boundarics of the ranges for both M, and M,
were reduced by one percentage point. This
January, the lower boundary of the range for
M, was reduced by a half of a pereentage point,
and in April the upper limit for both M, and
M, was lowered by a half of a percentage point.

These were small changes, but they were
logical steps in light of economic and financial
developments.  Reductions in - our  projected
growth ranges were needed because improve-
ments in financial technology made it possible
for a moderate increase in money balances to
finance a good economic recovery with declin-
ing interest rates. But in any cvent, some re-
duction in the projected growth ranges would
have been called for as the expansion in cco-
nomic activity proceeded.

The downward adjustments of these growth
ranges served to reassure the business and fi-
nancial community that we intend to stick to
a course of moderation in monetary policy.
Another indication of our {irm resolve was the
prompt action taken some weeks ago to ward

ofl' a threat of excessive growth of the monetary
ageregates.  In April, M, cxpanded very
sharply- -to an annual growth rate of 15 per
cent. We recognized that technical factors-
such as the decline in the Treasury’s cash bal-
ance-—were  partly responsible, and that the
bulge in the monctary growth ratc might be
temporary. We could not. however, risk an
explosion of the monetary aggregates during a
period of advancing cconomic activity.,

Over a period of several weeks starting in
late April, the Federal Reserve thus became
somewhat less accommodative in meeting the
demand for bank reserves. The upward move-
ment in market rates of interest that followed
reflected our actions as well as rising demands
for credit. Subsequently the pace of monetary
expansion moderated, and interest rates have
declined again.

This temporary risc of interest rates was
largely confined to sensitive market yields. In-
terest rates on loans to small businesses and
farmers, also on instalment loans to consumers,
have continued to move down or remain sub-
stantially unchanged.

Most interest rates at the present time are at
or below their levels in the spring of 1975, when
the cconomic recovery began. For example, the
yicld on 3-month Treasury bills reached a fow
of around 5% per cent in May 1975 and is now
at about that same level. The rate on new issues
of high grade corporate bonds in May 1975 was
9% per cent; now that rate is down to around
8%2 per cent. Interest charges on automobile
instalment loans are at their lowest level since
mid-1974, while those on bank loans to small
businesses are lower than at any time in 3 years.

At its meeting last week, the Federal Open
Market Committee specifiecd growth ranges of
the monetary aggregates for the year ending in
the second quarter of 1977, The ranges differ
only a little from those announced last May.
The range of 4% to 7 per cent was retained
for M,. For M, the upper boundary of the range
was reduced by a half percentage point; for My
the upper boundary was brought down by a full
percentage point. Conscquently, the new range
is 7%2 to 9%2 per cent for M,. and 9 to 11 per
cent for M,



The projected range for M, was left un-
changed because of considerable uncertainty
about the transactions balances that may be
needed over the next year to finance a good rate
of cconomic expansion. During the first year of
the cconomic recovery. the income velocity of
M, rose by 8 per cent. Recently. however., the
rise of velocity has slowed appreciably, and it
would be reasonable to expect the financing of
economic activity over the next year to depend
less on increasing velocity ol money balances
than it did during the past year.

I have advised the Congress repeatedly that
the rate of cexpansion in M, will have o be
lowered gradually in order to be consistent with
restoration of general price stability. owever.
in view of recent developments with regard to
the turnover of M., areduction ol the previously
projected growth of M, scems inappropriate at
this time.

Some lowering of the growth ranges for M,
and My 15 nevertheless desirable. Depositary
wstitutions have experienced very ample in-
flows of savings over the past year, and some
of them—yparticularly among the thrift institu-
tions- -have recently reduced  somewhat  the
rates they pay on various classes of deposits or
have taken other actions to discourage inflows
of funds in excess of what they can lend or
invest profitably. Since market interest rates on
short-term securities have also risen marginally
since April of this year, savings inflows of late
appear 1o have moderated. Consequently, if the
ranges of expansion in M, and M, are to be
consistent with our projected range for M, they
need to be lowered somewhat. These downward
adjustments, I should add, arc another small and
prudent step in moving toward a rate of mone-
tary expansion that niy in tinie accomniodate
general price stability.

We can all take considerable satisfaction in
the progress that has been made over the past
year in restoring more prosperous conditions in
our country. Both the Congress and the admin-
istration deserve credit for improving the cco-
nomic chimate. Much remains 1o be accom-
plished, howcever.  Unemployment  remains
much too high. Productivity has been lagging,.
The expansion of our industrial plant is pro-
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ceeding at too slow a pace. ‘The residential
building industry and other branches of con-
struction are still depressed. And the menace
of inflation is still with us, though in a less
virulent® form than in many other countrics
around the world. Rampant inflation abroad:

West Germany and Switzerland are outstanding
exeeptions—has been a major factor in the tur-
bulence of tforcign exchange markets this year,

In conclusion, let me sketch briefly the diree-
tions in which our Nation may nced to move
in order to deal effectively with some of these
problems.

First, the Board believes that the prospects
for a durable prosperity would be enhanced by
moderation in the course of fiscal policy. The
deficit in the Federal budget has diminished very
little over the past year  especially when the
operations of oft-budget agencies and Govern-
ment-sponsored enterprises are taken into ac-
count, as they should be. Tt is of the utmost
importance that the Congress and the adminis-
tration cooperate to maintain tight control aver
Federal expenditures. At the present stage of
the business cycle, a substantial decline ol the
Federal deficit is desirable in order that savings
may become sufliciently available for much-
needed private investiment and that renewed
inflationary pressures be avoided.

Second. we would be well advised to avoid
actions that might damage public confidence or
threaten the vitality of particular industries. For
example. the recent ruling by the Federal Trade
Commission on the ““holder-in-due  course™
doctrine seems to have come at an unpropitious
moment. 1t may well be reducing somewhat the
availability of credit to consumers and some
retailers at the very tine when a continued
strong rise of consumer spending is needed to
foster further gains in production and employ-
ment. Also, serious discussion of legislation to
split up the Nation’s large oil companies may
cven now be discouraging the investment re-
quired 1o relieve our critical energy problem.

Third. we ought to move forward with struc-
tural changes that will enhance the prospects for
returning to full employment without releasing
a new wave of inflation. A part of our recent
problem ol continuing inflation amidst wide-
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spread unemployment stems {rom a failure to
attend sufficiently to modernization and im-
provement of our Nation’s industrial plant.
There is a clear need in our country for a larger
volume of business capital investment and for
greater reliance by business firms on equity
funds in financing their capital expenditures.
These objectives could be promoted by an
overhaul of the structure of Federal taxation.

Governmental practices and programs affect-
ing labor markets also have to be reviewed in
any serious scarch for lasting measures to reduce
uncmployment. For ¢xample, the Federal mini-
mum wage law is still pricing many teenagers
out of the job market, and our present programs
for unemployment compensation may be pro-
viding benelits on such a generous scale as to
blunt incentives to work. We would also benefit
from more cffective job banks, more realistic
training programs, and other fabor market poli-
cies.

Structural changes in other arcas are also
nceded to enhance the prospects for expanded
cmployment, while at the same time reducing
the pressures on costs and prices. We need o

gather the courage to reassess the nature and
enforcement of our laws directed against re-
straint of trade by business firms; also the
various testrictions on entry into the profes-
sions, the wage and employment standards in
the Davis-Bacon Act, the proper role of trade
unions in the public sector, the monopoly of
first-class mail by the Postal Service, and the
mass of governmental regulations that impede
the competitive process and run up costs for
business cnterprises.

There are numerous structural measures be-
sides those 1 have mentioned that might aid in
the restoration of general prosperity. Progress
in this field is, 1 belicve, a matter ol urgency.
Our Nation has tolerated high rates of unem-
plovment and of inflation much too long. But
our Nation cannot rcach the goal of full em-
ployment by pursuing fiscal and monctary poli-
cies that rekindle inflation. The Board therefore
urges the Congress and the Administration to
move ahead on structural policies that promise
to strengthen competitive forees in our markets
and to open new opportunitics for expansion of

—

production and cmployment. _

Statement by Philip C. Jackson, Jr.. Member,
Board of Governors of the Federal Reserve
System, before the Commintee on Banking,
Housing, and Urban Affairs, U.S. Senate, July
29, 1976.

I appreciate the opportunity to participate on
behall of the Board of Governors of the Federal
Reserve System in these hearings. For purposes
of brevity. I will not repeat the answers pre-
viously furnished to the commitice in response
to its questions. These answers outline the na-
ture and extent of the Board's Office of Saver
and Consumer Aftairs, which acts on consumer
complaints. They describe the enforcement ac-
tivitics in the consumer credit area of both the
Board of Governors and the Federal Reserve
System as a whole. They also speak 1o the
rationale and nced for the complex regulatory

scheme under the Consumer Credit Protection
Act.

In discharging its responsibilities under the
Consumer Credit Protection Act, the Board of
Governors must fulfill the role of writer and
promulgator of regulations under the statute as
well as that of enforcer of the statute for State
member banks. Thus, the Board’s Office of
Saver and Consumer Aftairs not only responds
to consumer complaints but also drafts regula-
tions and interpretations to implement the statute
and assists our Division of Banking Supervision
and Regulation in its enforcement  respon-
sibilities.

Qur past enforcement efforts under the Con-
sumer Credit Protection Act, primarily concen-
trated in the Truth in Lending Act arca, have
utilized the standard bank e¢xamination tech-
nique. However, the recent rapid growth of



consumer credit laws in general is leading us
toward changes in this approach. These laws
encompass such a broad range of highly techni-
cal subjects that examiners understandably have
difliculty keeping up with the many details in-
volved. We have also lound that the techniques
needed for examination of bank practices and
policies in the consumer credit arca are quite
different from the approach that is appropriate
for determining banks™ safety and soundness.

In recent months a committee of the Board
of Governors has been studying various ap-
proaches 1o the enforcement of consumer credit
laws. This committee is striving to determine
the best approach toward this type of enforce-
ment activity and to provide for uniform tech-
niques throughout the System.

Several Reserve Banks have already estab-
lished special teams and procedures for en-
forcement of consumer credit regulations. The
teams consist of experts and provide helpful
information o banks. particularly small banks
where the burdens of technical compliance are
disproportionately large. These specialists are
also working to develop new techniques for
examination that will meet the demands for the
more contemporancous concepts ol compliance
with the new regulations. Generally. these Re-
serve Banks are finding it appropriate o separate
enforcement for compliance under consumer
credit legislation from standard examinations on
safety and soundness.

The Board shares the banking committee’™s
concern about the complexity of the regulatory
scheme that has arisen as a consequence of the
Consumer  Credit Protection Act. In recent
weeks, we have made some recommendations
to this committee for statutory simplification of
those aspects of the Truth in Lending Act appli-
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cable 10 closed-end credit. As soon as more
practical expericnce is gained under the Fair
Credit Bilting Act, similar recommendations for
potential simplification applicable to open-end
credit may be in order. One of the recom-
mendations made carlict—the possible limita-
tion of ¢reditor tability to acts that significantly
injure or mislead consumers—otlers some hope
of a major change toward simplicity in the
statute and its implementation.

In the Board’s view, the principal reason that
these statutes and regulations are complex is that
the credit system in America is complex beyond
the ability of any onc person or organization
to completely understand. QOurs has become
such a credit-oriented society that the purchase
of practically any kind of good or service may
direetly or indirectly involve the use of credit.
it 1y thus axiomatic that any statute or imple-
menting regulation that is applicable to credit
in general will tend to be as complex as the
system it is designed to regulate. We feel the
best solution to this problem for the future is
to limit legislative corrective action to those
particular ficlds where significant public abuse
has developed.

The Board was pleased that the Congress
recently authorized  establishment of a Con-
sumer Advisory Council, which has advisory
responsibility on a broad range of consumer
matters. We are also pleased that, following
public notice, a large number of qualified people
has indicated a willingness to serve on the
Council. Final sclection of Council members is
now being made. This Council should prove to
be beneficial in assisting the Board in its com-
mitment toward cffective action in the regula-
tory and enforcement aspects of consumer credit
legislation. O
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Record of Policy Actions

of the Federal Open Market Committee

MEETING HELD ON JUNE 22, 1976

Domestic Policy Directive

The information reviewed at this meeting suggested that growth
in real output of goods and scrvices had moderated in the sccond
quarter from the rapid pace to which it had accelerated in the first
quarter, now estimated by the Commerce Department to have been
at an annual rate of 8.7 per cent. Average prices appeared to have
risen more in the second quarter than the first, when the rate of
advance had been relatively low. Staft projections suggested that
during the second half of the year real GNP would expand at a
good pace and that prices would continue to rise somewhat faster
than they had in the lirst quarter.

The second-quarter moderation in growth of real output was
attributable primarily to a considerable slowing in the rates of
increase in consunier spending and business inventory investment.
Retail sales, which had risen substantially in late 1975 and carly
1976, were estimated to have remained about unchanged in April
and to have declined somewhat in May—as a result of weakness
in nondurable goods sales in both months and a downturn in sales
of autos in May. However, weekly data suggested some pick-up
in retail sales in late May and carly Junc.

Industrial production, employment, and personal income all rose
substantially further in May. Production gains were largest in
industries that make business equipment, durable consumer goods
other than autos, and materials for durable goods industries. Auto
production rose only slightly further. Output of nondurable goods
also increased. but growth in that arca had slowed appreciably from
the high rates of the summer and early fall of 1975, As in April,
the rise in production was reduced somewhat by a strike in the
rubber industry.

Conditions in labor markets continued to improve in May.
Nonfarm payroll employment reached a level some 250,000 above
its pre-recession high, and the unemployment rate declined from



7.5 to 7.3 per cent. The average length of the factory workweek
rebounded to about its March level, following a decline in April
that apparently had been related to holidays in the week of the
survey. Personal income increased at about the average rate of
other recent months,

Private housing starts, which had declined in March and April,
rose somewhat in May to a little above the first-quarter average
rate. The May increase was accounted for by a rise in starts of
multifamily units to the highest level in nearly 2 years, although
such starts were still quite low by historical standards. Residential
building permits increased for both single and multifamily units.
Qutstanding mortgage loan commitments at savings and loan asso-
ciations had advanced further in April, the latest month for which
data were available.

Although nonresidential construction activity remained weak in
April, new orders for nondefense capital goods increased substan-
tially further in both April and May. A Commerce Department
survey of anticipated plant and equipment expenditures, taken in
late April and carly May, indicated that businesses were planning
to step up capital outlays in 1976 relative to 1975 somewhat more
than had been suggested by a corresponding survey taken in
February. The rise, however, was considerably smaller than had
been implied by an intervening private survey. According to the
latest Commerce Department survey, the largest increases in capital
outlays were planned by clectric and gas utilities and manufacturers
of nondurable goods.

According, to available data, capacity utilization rates in indus-
trics producing major materials were still well below carlier peaks
but had risen markedly, particularly in nondurable goods industrics.
Comments of businessmen in the course of conversations with
Reserve Bank personnel also suggested that rates of capacity use
were generally high in major industries. In almost all such indus-
trics, however, capacity was regarded as adequate for at least the
next 6 to 12 months.

The wholesale price index for all commodities- -which had risen
appreciably in April following 5 months of little change—increased
moderately in May. The rise was attributable to some further
increase in prices of farm and food products, following their sharp
advance in April. The May index for industrial commodities was
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virtually unchanged. but it did not reflect subsequent price increases
for steel and gasoline.

The rate of increase in consumer prices stepped up somewhat
in May, as prices of food and cnergy items rose; earlier in the
year the rise in the consumer price index had been held down
by declines in such items. Apart from food and energy. average
consumer prices had advanced at a relatively steady annual rate,
in the neighborhood of 7 per cent, for the past year.

The index of average hourly carnings for private nonfarm pro-
duction workers advanced at a faster pace in May than in previous
months of the year, reflecting in part the impact of a major labor
settlement in the transportation industry and sizable wage increases
n service industries. Over the first 5 months of 1976 the rate of
increase in average wage rates was less than in the second hall
of 1975.

A stafl analysis of the economice situation indicated that the
ceonomic expansion had slowed somewhat more in the sccond
quarter than had been anticipated a month carlier, mainly because
of sluggishness in retail sales. In the stafl’s judgment, however,
the recent weakness in consumer spending was likely to prove to
be a temporary pause of the kind that had often occurred during
periods of economic expansion—most recently in 1975, following
the sharp advance of the spring and carly summer. It was noted
that the basic determinants of consumer spending---including the
rates of growth in employment and in real personal income- -were
conducive to a resumption relatively soon of stronger gains in
outlays.

In general. it appeared that there had been little change during
the past month in the fundamental factors underlying the outlook
for cconomic activity. Therefore, retatively little change had been
made in the stall’s projections for the second half of 1976. Although
the latest Commerce Department survey suggested less growth in
business capital spending than had an carlier private survey, the
outlook in that sector remained relatively favorable— in light of
such factors as the recent increases in production of business
cquipment and in new orders for nondefense capital goods. and
rising rates of capacity utilization. Businesses were expected to
maintain a high rate of inventory investment, particularly in durable
goods. Residential construction outlays were projected to rise in
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the sccond half, although at a somewhat slower pace than antici-
pated a month carlier.

U.S. forcign trade was in deficit again during April, but the
deficit was less than in March and was about cqual to the average
rate in the first quarter. Nonfuel imports declined from their high
March volume, while nonagricultural exports rose somewhat from
the depressed levels carly in the year.

In the latter part of May the average value of the dollar against
leading forcign currencies increased about | per cent on a trade-
weighted basis, in part because of a rise in U.S. interest rates
rclative to interest rates abroad, but it changed little thereafter.
During the period since the meeting of the Committee in mid-May
the dollar had appreciated on balance against all major currencics
except the Canadian dollar and the Swiss franc. A steep decline
in cxchange rates for the British pound was halted and partly
reversed in early June after announcement of a $5.3 billion package
of standby credits to the Bank of England by the Group of Ten
countries, Switzerland, and the Bank for International Scttlements.
The package included $1 billion under the Federal Reserve swap
line with the Bank of Lingland and $1 billion under a U.S. Treasury
Exchange Stabilization Fund swap arrangement with that Bank.

At U.S. commercial banks total loans and investments expanded
further in May, but most of the growth continued to reflect increased
bank holdings of Treasury sccuritics. While real estate loans re-
mained strong and business loans rose for the first time since
January, total loans outstanding at banks were about unchanged.
The volume of commercial paper issued by nonfinancial corpora-
tions increased somewhat further during the month.

Growth in the narrowly detined money stock ---M slowed to
a 6 per cent annual rate in May from the exceptionally rapid 15
per cent rate recorded in April and appeared to be moderating
further in carly June. Much of the slowing might have been
attributable 1o adjustments in cash balances following the bulge
that had developed in April. Growth in the broader measures of
the money stock—M, and M, —also slowed in May, duc in most
part to the slower expansion in demand deposits. Inflows of time
and savings deposits (other than negotiable CD’s) at banks and
nonbank thrift institutions were relatively well maintained during
May and carly Junc—despite a marked diminution of inflows to
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passbook savings accounts at banks as short-term market interest
rates moved above the ceiling rate on such accounts.

System open market operations since the May meeting had been
guided by the Committee’s decision to seck bank reserve and moncy
market conditions consistent with moderate growth in the monetary
aggregates over the period ahead, while taking account of develop-
ments in domestic and international financial markets. Immediately
following the May mecting, the System had become a little less
accommodative in the provision of reserves, as it aimed at reserve
conditions consistent with a Federal funds rate averaging around
5% per cent. This was slightly above the 5% per cent rate prevailing
at the time of the meeting and equal to the midpoint of the 5
to 5% per cent operating range that the Committee had specified
for the inter-meceting period.,

Data becoming available in the latter part of May suggested that
the May—June rates of growth in both M, and M, would be necar
the upper ends of the Committee’s ranges of tolerance. Accord-
ingly, the System sought reserve conditions consistent with a
Federal funds rate of about 5% per cent. While subsequent data
tended to confirm the late-May projection of growth in M,, they
also suggested that growth in M, might be weaker than had been
indicated earlicr. Under the circumstances the System continued
to aim at reserve conditions consistent with a Federal funds rate
averaging around 5% per cent.

Short-term interest rates in general rose somewhat further in the
latter part of May, reflecting market responscs o the firming in
money market conditions and some increase in business credit
demands. During this period most banks raised the prime rate
applicable to large business borrowers in two steps from 6% to
7% per cent. Subsequently, short-term rates fluctuated in a narrow
range, as market attitudes appearcd to be influenced by indications
that the ratc of monetary growth had slowed, by the leveling off
of the Federal funds rate, and by cvidence of some moderation
in the pace of cconomic expansion. Over the inter-meeting period
as a whole, most private short-term interest rates increased mod-
estly, on balance, while rates on Treasury securities changed little.
On the day before this mecting the market rate on 3-month Treasury
bills was 5.36 per cent, commpared with 5.22 per cent on the day
before the May meeting.



Interest rates on intermediate- and loag-term securities declined
a little on balance over the inter-meeting period, in part reflecting
the stabilization of conditions in short-term markets. In May public
offerings of new corporate bonds and stocks remained substantial,
and the volume of new State and local government bond offerings
rose to the highest level on record.

Interest rates on home mortgages in the primary market, which
typically lag bond yiclds, had edged up in recent weeks. However,
yiclds in the secondary market for mortgages tended to move with
other long-term rates- rising in May and declining in the first half
of June.

In mid-May the Treasury announced plans to scll $2.25 billion
of 2-year notes and $2.0 billion of 4-ycar L-month notes, in order
to refund $1.5 billion of publicly held notes maturing on May 31
and to raise $2.75 billion of new cash. In auctions on May 19
and June 3 the notes were sold at average prices to yield 7.16
and 7.71 per cent, respectively. Because its cash balance exceeded
ity carlier anticipations, the Treasury was able to meet its scasonal
financing nceed prior to the June 15 tax date through the issuance
of $2 billion of 9-day cash-management bills - roughly half the
amount previously projected. In the week before this mecting the
Treasury announced that in the coming weeks it would sell $2.5
billion of 2-year notes and $2.5 billion of S-year 1-month notes.

In April, when the Committee had last reviewed its longer-run
ranges for the monctary aggregates, it had agreed that on the
average over the period from the first quarter of 1976 to the first
quarter of 1977 growth at rates within the following ranges appearced
to be consistent with its broad cconomic aims: M, 4%z to 7 per
cent: M,, 7% to 10 per cent; and My, 9 to 12 per cent. The
associated range for growth in the bank credit proxy was 6 (0 9
per cent. It was agreed that the longer-term ranges, as well as
the particular list ol aggregates for which such ranges were speci-
ficd, would be subject to review and modification at subscquent
meetings. It was also understood that, as a result of short-run
fuctors, growth rates from month to month might well fall outside
the ranges contemplated for annual periods.

In the discussion of current policy at this mecting, the Committee
took note of a stafl analysis suggesting that, if prevailing money
market conditions were maintained over the coming 4-week inter-
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val, rates of growth in M and M, for Junc and July combined
were likely to average close to the moderate pace that had developed
in May. These rates were substantially below the very rapid growth
rates experienced in April and near the midpoints of the longer-run
ranges agreed upon by the Committee at its April meeting.

The statt analysis suggested that growth in M would be in-
fluenced by increasing demands for money associated with expan-
sion in nominal GNP, but that the risc in Junc was likely to be
somewhat smaller than in July because of continuing adjustments
of cash balances built up during the April bulge in money growth.
Growth in the time deposit component of M, was expected to
moderate slightly further, reflecting some continued shifts of inter-
est-sensitive funds from passbook savings accounts to alternative
forms of liquid assets.

The analysis also suggested that financial markets were not likely
to come under pressure in the near term. Following the large volume
of new corporate and municipal issues being offered in June, the
supply of new bonds was expected to slacken scasonally. Moreover,
while the Treasury faced a large budget deficit in the third quarter,
it appeared that part of its cash needs in that quarter could be
accommodated through reductions in what scemed likely to be a
relatively large mid-year cash balance. It appeared, however, that
over the somewhat longer run, strengthening could be expected
in private short-term credit demands, particularly from businesses.

In discussion of the longer-term outlook for credit demands, it
was noted by a stafl member that business inventory accumulation
and capital spending were projected to be larger in the second half
of 1976 than in the first half. Because these expanded outlays
seemed likely o exceed internal accumulations of funds, over-all
business needs for external financing were projected to rise. In
view of the large volume of financing alrcady accommodated in
capital markets during the first half of the year, the bulk of this
additional sccond-half need was expected to be met at banks.

During the Committee’s policy discussion, it was observed that
the apparent moderation in the rate of growth in real GNP in the
sccond quarter was, by and large, a healthy development, in the
sense that continuation of the rapid first-quarter rate of ¢xpansion
would soon have generated undesirable boom conditions. On the
whole, the members were of the view that the economic expansion



was proceeding satisfactorily and that the outlook was favorable.
At the same time, some concern was expressed about the possibility
that inflationary pressures would strengthen as the expansion pro-
ceeded.

Some differences emerged during the discussion in the degree
of confidence with which members viewed the outlook in particular
economic sectors. Thus, while the members were generally inclined
1o agree that the second-quarter slowing in consumer spending
which had been a major contributing factor to the moderation in
GNP growtlr - was likely to prove temporary, several noted that
that outcome was not wholly certain. Some members were more
confident than others about the likely strength in capital spending.
One member, who was personally optimistic on that score, never-
theless observed that the investment plans of many of the business-
men with whotn he had talked were being affected by their concerns
regarding the implications of current and possible governmental
regulatory actions. Another indicated that he would interpret recent
businessmen’s conunents to Reserve Banks as suggesting that there
was less exeess capacity in the cconomy than one might have
thought. With respect to the outlook for residential construction,
some members indicated that they had been rather disappointed
by developments in recent months -including the relatively low
average rate of multifamily starts and the failure of new home
sales torise above the levels of last autumn. In support of a contrary
view, reference was made to the May increase in starts and permits,
and to what appeared to be a generally optimistic attitude within
the homebuilding industry.

In general, Committee members favored directing open market
operations in the period immediately ahead toward achiceving bank
reserve and  money market conditions  consisient with moderate
growth in the monctary aggregates. Some suggested specifying
operating ranges for My and M, in the June -July period with upper
limits no higher than 7 and 10 per cent, respectively  the upper
limits of the longer-run ranges agreed upon at the April meeting
on the ground that more rapid growth in the short run would make
realization of the longer-run goals more difficult. Others indicated
that they were prepared (o aceept somewhat more rapid growth
over the June: July period.

The Committee agreed that it would be desirable to maintain
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relative stability in money market conditions at this juncture, in
light of the current slowing of the cconomic expansion and the
moderation of growth in the monctary aggregates since April. It
was noted by some members that, if the cconomy expanded about
as projected during the sccond half of the ycar, some firming of
moncy market conditions might well be required to hold growth
of the monctary aggregates within the Committee’s longer-run
ranges, and it was suggested that a small rise in the Federal funds
ratc now might serve to moderate the extent of the increase that
might otherwise be indicated later. It was also noted, however,
that there was little risk in awaiting stronger confirmation that the
recent slowing of growth in consumer spending was only tempo-
rary. In addition, it was observed that short-term interest rates were
alrcady somewhat higher than they had been in April. With respect
to the interest rate outlook, one Committce member questioned
the stafl’s projection of enlarged business credit demands at banks
in the second half of 1976.

There were some differences in members™ views regarding the
desired inter-mecting range of tolerance for the weekly-average
Federal funds rate. A substantial majority favored a relatively
narrow range ol 5% to 5% per cent, on the grounds that a significant
casing of money market conditions would be undesirable at this
time in view of the likelihood that it might have to be reversed
shortly, and that a significant firming would be inappropriate in
view of the element of uncertainty in the economic outlook. Some,
however, preferred a wider range of 5 to 6 per cent in order to
allow more scope for responses 1o possible deviations {rom expec-
tations in growth rates of the monetary aggregates.

At the conclusion of the discussion the Committee members
agreed that growth in M, and M, over the June—July period at
annual rates ol 3% to 7% per cent and 6 to 10 per cent, respectively,
would be acceptable. As at other recent meetings, they decided
that approximately cqual weight should be given to M, and M,
in assessing the behavior of the aggregates. Finally. they agreed
that until the next meeting the weekly-average Federal funds rate
might be expected to vary in a gradual and orderly way within
a S% to 5% per cent range. As customary, it was understood that
the Chairman might call upon the Committec to consider the need
for supplementary instructions before the next scheduled meceting
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if significant inconsistencics appeared to be developing among the
Committee’s various objectives.

The following domestic policy directive was issued to the Federal
Reserve Bank of New York:

The information reviewed at this meceting suggests that growth
in real output of goods and services. which had been vigorous in
the tirst quarter, has moderated in the current quarter. In May retail
sales declined from the March April level and were near the monthly
average of the first quarter. However, recovery in industrial produc-
tion continued at about the average pace of the first 4 months of
the year, and the gain in ecmployment again was substantial. ‘The
unemployment rate declined from 7.5 to 7.3 per cent. ‘The rise in
the wholesale price index for all commodities, which had been large
in April. was moderate in May: average prices of farm products
and foods rose much less than in April. Average prices of industrial
commaodities changed litde in May. but in recent weeks price
increases have been announced for some major industrial materials.
The rise in consumer prices in May was somewhat faster than the
average increase in carlier months of the year, owing to increases
in prices of food and encrgy items. The advance in the index of
average wage rates was larger in May than the gains in other recent
months, owing in part to implementation of a new labor contract
n a major industry.

The average value of the dollar against leading foreign currencies
has been relatively steady in recent weeks. On June 7 a total of
$5.3 billion of 6-month stand-by credits to the United Kingdom
was announced, including $1 billion under the Federal Reserve
System’s swap line and $1 billion from the Exchange Stabilization
Fund. Subscquently, the decline in the pound sterling was halted
and partly reversed. In April the U.S. foreign trude deficit was al
the same rafe as in the first quarter.

Growth in monctary aggregates slowed substantially in May and
carly June from the exceptionally rapid rates recorded in April.
mainly because of a sharp slackening in expansion of demand
deposits at commercial banks; inflows of those time and savings
deposits included in the broader aggregates were relatively well
maintained. Market interest rates in general rose somewhat further
in the Tatter part of May, but since then. short-term rates have
Nuctuated in a narrow range and long-term rates have edged down.

In light of the foregoing developments, it is the policy of the
Federal Open Market Commitiee o foster financial conditions that
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will encourage continued cconomic expansion, while resisting in-
flationary pressures and contributing to a sustainable pattern of
international transactions.

To implement this policy, while taking account of developments
in domestic and international financial markets, the Committee secks
10 achieve bank reserve and moncey market conditions consistent
with moderate growth in monetary aggregates over the period ahead.

Votes for this action: Messrs. Burns, Volcker,
Balles, Black, Coldwell, Gardner, Jackson, Lilly,
Partce, Wallich, Winn, and Baughman. Voles
against this action: None. Absent and not voting:
Mr. Kimbrel. (Mr. Baughman voted as alternate for
Mr. Kimbrel.)

Records of policy actions taken by the PFederal Open Market Commitiee at cach
meeting, in the form in which they will appear in the Board’s Annual Report,
are released about a month after the meeting and are subscequently published in
the Buriemin,
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Statutes, regulations, interpretations, and decisions

Securities Credit by Persons
Other Than Banks, Brokers, or Dealers

The Board of Governors has adopted several
amendments 1o its Regulation G relating to regis-
tration, termination of registration, and reporting
requirements.

Fifective August 20, 1976, Part 207 is amended
as follows:

L. Paragraphs (a) and (b) of section 207.1 are
amended as set forth below:

Section 207, [--General Rule

{a) Registration. Iivery person who, in the
ordinary course of his business,' during any cal-
endar quarter ended after June 30, 1976, extends
or arranges for the extension of a total of $100,000
or more, or has outstanding at any time during
the calendar quarter, a 1otal of $500,000 or more,
in credit, scceured direetly or indirectly 2 in whole
or in part, by collateral that includes any margin
seeurities * unless such person is subject to Part
220 (Regulation Ty or Part 221 (Regulation U) of
this Chapter, is subject to the registration require-
ments of this paragraph and shall, within 30 days
following the end of the calendar quarter during
which the person becomes subject to such regis-
tration requirements, register with the Board of
Governors of the Federal Reserve System by f(iling
a statement in conformity with the requirements
of Federal Reserve Form G-1 with the FPederal
Reserve Bank of the district in which the principal
office of such person is located.

(b) Termination of registration. Any person
so registered who has not, during the preceding
6 calendar months, extended or arranged for the
extension or maintenance of and hus not had more
than $200,000 of credit outstanding at uny time
during such period, secured directly or indirectly,
in whole or in part, by collateral that includes any

'See § 207 2(by
2S¢ § 2072010
ASee § 207.2(d)

margin sccuritics, may apply for termination of
such registration by filing Federal Reserve Form
G-2 with the Federal Reserve Bank of the district
in which the principal oflice of such person is
located. A registration shall be deemed terminated
when such application is approved by the Board
of Governors of the Federal Reserve System.

EY * = * X

2. Scction 207.3 (a) 1s amended as set forth
below:

Section 207.3—Reports and Records

(a) Bvery person who is registered pursuant to
§ 207.1(a) of this part shall, within 30 days fol-
lowing Junc 30, 1977 and within 30 days tfollow-
ing cach succeeding June 30 thereafter, file a report
on Federal Reserve Form G-4 with the Federal
Reserve Bank ol the district in which the principal
office of the lender is located.

® #® kY % *

3. As an incident of the foregoing amendments
o Regulation G, footnotes therein numbered S,
6, 7, 8, and 9 are renumbered 4, 5, 6, 7, and
8. respectively.

Truth in Lending

The Board of Governors has amended its Regu-
lation Z to require itemization of a finance charge
where the finance charge consists of morc than
one type of charge.

Liffective August 0,
amended as follows:

1976, scection 226.8 s
Scction 226.8-—Credit
other than open end-—specific disclosures

& & F # S

(c) * *® =
(8) *
(1) The total amount of the finance charge, using

the term “Hfinance charge,”” and where the total
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charge consists of two or more types of charges,
a description of the amount of cach type. and

(i) *

(d) * * *

(3) # 4 the total amount of the finance
charge.'! using the term “finance charge,” and
where the total charge consists of two or more
types of charges, a description of the amount of
cach type.

Rules Regarding
Delegation of Authority

The Board of Governors has amended its Rules
Regarding Delegation of Authority to delegate to
the Secretary of the Board the authority to approve
future Annual Reports to the Office of Manage-
ment and Budget on implementation of the Privacy
Act.

Effective July |, 1976, scction 265.2(a) is
amended by adding a new paragraph (17) to read
as follows:

Section 265.2 —Specitic
Functions Delegated to Board
Employces and to Federal Reserve Banks

S A EH fid

(a) The Secretary of the Board (or, in his
absenee, the Acting Sceretary) is authorized:

H * ke

(17) Pursuant to the requirement of the Pri-
vacy Act (5 U.S.C. § 552a(p)). to upprove future
Annual Reports on the Privacy Act from the Board
of Governors to the Oftice of Management and
Budget for inclusion in the President’s annual
consolidated report 1o the Congress.

* By e EY

Interest on Deposits

INDIVIDUAL RETIREMENT ACCOUNTS
NOTICE CONCERNING
RULEMAKING PROCEEDING

On June 26, 1975, the Board and the Federal
Deposit Insurance Corporation (“"FDIC™) invited
public commient on several issues relating to Indi-
vidual Retirement Accounts (“IRA'S™™) and possi-
ble amendments to Regulation Q (Interest on De-
posits) (40 FR 28644). This action was taken in
view of the enactment of the BEmployee Retirement
Income Security Act of 1974 (Pub.l.. 93-4006),

which provides, in part, for the establishment of
IRA’s by individuals not covered by employer
pension plans.

Among the issues presented for comment at that
time was the question of whether existing restric-
tions of Regulation Q relating 1o withdrawal of
time deposits prior to maturity unnecessarily in-
terfere with the administration of IRA’s main-
tained at banks in time deposit form. Comment
was also requested on whether these restrictions
interfere with the orderly distribution of IRA {unds
to an individual who has recached age 59% or has
become disabled. In addition. comment was re-
quested on whether the existing schedule of cceiling
interest rates that member banks are permitted to
pay on IRA deposits should be increased and
whether member banks should be permitted to pay
interest on IRA deposits at rates that are cequal
to those that may be paid by savings und loan
associations and mutual savings banks.

Numerous comments  were reccived by the
Board and the FDIC on the issues presented.
Ninety financial institutions  and  organizations
commented on the question of raising interest ralte
ceilings. Forty-cight commercial banks lavored
action to increase the interest rate ceiling on funds
deposited in IRA’S, Twenty-cight banks. ten thrift
institutions, and four organizations representing
thrift institutions opposed such action. Three hun-
dred-nine comments were received on the question
of elimination of the existing differential in interest
rate ceilings between commercial banks and thrift
institutions for IRA deposits. Two hundred forty-
three commercial banks and banking organizations
favored the elimination of the ditterential. Sixty
thrift institutions and thrift organizations and six
banks opposed climination ol the differential.

Those institutions and organizations comment-
ing in favor of climination of the interest rate
differential stated that the existing differential in
rate ceilings places commercial banks at a serious
compelitive disadvantage with thrift institutions in
attracting and retaining IRA deposits. Additional
arguments presented were that the eftfect of the
Vo per cent differential over time and the ceffect
of compounding result in o significant difference
in carnings over the life ol an IRA. These com-
ments assert that, since IRA’S constitute an en-
tirely new type of service available at financial
institutions, it is incquitable for Federal regulations
to permit a rate advantage to exist based solely
upon the nature of the regulated institution in
which the IRA is established. [t is argued that in
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cnacting the IRA provisions, Congress intended
to provide an incentive for individuals to save for
their retirement and did not indicate an intent to
favor any one category of ftinancial institution.
Consistent with this Congressional intent, an indi-
vidual should be permitted to obtain the highest
rate of return possible on his or her retirement
savings. Tt is further argued that to restrict indi-
viduals from obtaining the highest carnings possi-
ble on these retirement funds by limiting the cvil-
ing rate for commercial banks to a rate below that
permitted to be paid by thrift institutions would
be contrary (o Congress’™s intent that IRAs are
to be encouraged as a vehicle for accumulating
retirement savings.

Those opposed to elimination of the differential
stated that thrift institwtions need the % per cent
differential in order to compete successfully with
commercial banks for IRA deposits. These com-
ments stated that Congress was aware of the exist-
ence of the differential when it enacted the IRA
provisions. It was argued that il Congress intended
that [RA participants should be permitied to obtain
the same rate ol interest on IRA deposits regardless
of where the accounts are established, it would
have reflected such an intent explicitly in the
legislative history ol the provision. Since nothing
in the legislative history indicates any such explicit
Congressional intent to climinate the favored po-
sition of thrift institutions, it was argued. Congress
did nat intend to affect the existing differential
structiic when 10 enacted the [RA - provision.
Many of those opposed to elimination of the dif-
ferential also stated that any change i the rate
structure should await the outcome of Congress’s
current review of the powers of financial institu-
tions.

In December 1975, following consideration of
the comments  submitted, the Board amended
Regulation Q to permit meniber banks to pay all
or a portion of an IRA time deposit prior to
maturity without imposing the Regulation Q inter-
est penalty when the depositor attains age 592
or becomes disabled (40 FR 37663). The Board
also permitted member banks to waive the $1,000
minimum denomination requirement for IRA time
deposits with k- and 6-year maturities at ceiling,
rates of 7% per cent and 7% per cent. Similar
actions were taken by the FDIC and by the Pederal
Home Loan Bank Board for insured nonmember
banks and insured savings and loan associations.
These actions were taken to facilitate the estab-
lishment of IRA'S in accordance with Congress's

intent to encourage individuals not participating,
in other pension plans to save for their retirement
and to provide a convenient means for payout of
IRA funds in the future. At the time these actions
were taken, the Board indicated that, in view of
Congress’s intent to encourage individuals to save
for their retirement, the Board would continue to
examine the question of whether a differential in
interest rate ceilings is appropriate for IRA depos
its.

Subscquently, i survey was conducted by the
Board in conjunction with the FDIC and Federal
Home Loan Bank Board of IRA accounts of all
FFederally-insured conmunercial banks, savings and
loans, and mutual savings banks. Among the data
obtained were statistics on the amount and distri-
bution of IRA funds among various types of fi-
nancial institutions, distribution of IRA deposits
according to size of institution, and maturity clas-
silications of IRA deposits at commercial banks
and mutual savings banks. The results of this
survey indicate that as of March 31, 1976, thrift
institutions generally possess relatively more IRA
deposits than do commercial banks.

The Board has carefully considered the question
of an interest rate differential as it applies to IRA
deposits at commercial banks and thrift institu-
tions. During the course of this consideration, the
Board has given weight to the various arguments
presented by those who have commented on the
issues raised by the Board’s June 1975 an-
nouncement as well as comments received subse-
quently. Weight has also been given to the results
of the Board’s survey concerning IRA deposits.
Consideration has been given o the intent of
Congress in enacting the IRA provisions to en-
courage individuals to save for reticement and the
effect that a ditferential may have upon the amount
of carnings an individual may obtain on his or
her retirement savings over the life of the 1RA.

The Board believes that in enacting the IRA
provisions it was the intent of Congress that indi-
viduals whose employers do not have private re-
tirciment plans should be encouraged to provide
for their retirement needs through the establish-
ment of IRA’s. In order to accomplish Congress’s
intent, as a matter of public policy the Board
believes that IRA participants should be permitted
to obtain the highest rates of interest permissible
on their retirement savings regardliess of where the
deposits are maintained. In the Board’s estimation,
a differential in IRA deposits may be viewed as
inconsistent with the objective of providing IRA
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depositors with a means of obtaining the highest
carnings possible on funds saved for retirement
Purposes.

In addition, the Board believes that there is
sone evidence, as yet inconclusive, which indi-
cates that member banks may be at a disadvantage
vis-a-vis thrift institutions in competing for 1RA
deposits because of the existence ol the dilferential
in present interest rate ceilings.

The Board has determined that further monitor-
ing for several months will be proper before a final
conclusion is reached. I the preseont trend in the
competitive structure for IRA deposits continues,
the Board will then consider taking appropriate
steps to restore competitive balance between com-
mercial banks and thrift institutions in the offering
of IRAs.

Bank Horping CoMprany AND BANK MERGER ORrDpERS IS

Orders Under Section 3
of Bank Holding Company Act

Banco de Santander, S.A..
Santander, Spain

Order Approving
Formation of Bank Holding Company

Bunco de Santander, S AL, Santander. Spain.
has applicd for the Board’s approval under §
J(ay b of the Bank Holding Company Act (12
LS. CU 842 1)) of formation of o bank holding
company through acquisition of 67 per cent or
more of the voting, shares of First National Bank
of Puerto Rico, Hato Rey, Puerto Rico ("Bank™).

Notice of the application, atfording opportunity
for interested persons 1o submit comments and
views. has been given in accordance with § 3(h)
ol the Act. 'The time for filing comments and views
has expired, and the Board has considered the
application and all comments received in light of
the factors set torth in § 3¢(¢) of the Act (12 U.S.C.
1RA2(C).

Applicant (deposits of approximately $3.2 bil-
lion), o Spanish bank. has 484
branches including branches in Paris. Frankfurt,
and London. Applicant also owns indirectly bunks
in Argenting and Panama and operates repre-
sentative oflices in Burope, Latin America. New
York. New York, and San Juan, Puerto Rico.

commercial

It is anticipated that further consideration of
action by the Board to permit member banks to
offer IRA’s on a fully competitive basis will be
appropriate in carly 1977 concurrent with Con-
gressional consideration of the extension of the
Board’s authority to establish interest rate ceilings
for member banks and the Board’s  recom-
mendations to Congress in connection with that
review. In this regard, the Board recognizes that
under the provisions of Public Law 94-200 (89
Stat. 1124), any action by the Board to climinate
or reduce an interest rate differental for any cate-
gory of deposits or accounts that was in effect on
December 10, 1975 could not become etlective
until such action was approved by concurrent
resolution of the House of Representatives and the
Senate.

D BY THE BOARD OF GOVERNORS

Bank (deposits of approximately $29.3 million)!
is the only national bank headquartered in Puerto
Rico and is the tenth largest of eleven nongovern-
ment-owned commercial banks operating in Pucrto
Rico. Because of the nature of the business con-
ducted by Applicant’s represemative oftices  in
Pucrto Rico, it docs not appear that any meaning-
ful competition would be eliminated as a result
of the proposal. In view of Bank’s size and rank
in the market, the Board views the proposed ac-
(uisition as a foothold entry by Applicant into the
market.? Such a foothold entry by  Applicant
should have a salutary effect on competition by
enhancing Bank’s competitive capabilities relative
to the other banks in the market. Therefore, on
the basis of the record, the Board concludes that
consumimmation of the proposal would not have a
significant adverse effect on existing or potential
competition in any relevant arca and that competi-
tive considerations are consistent with approval of
the application.

The financial condition and  managerial  re-
sources of Applicant are considered satisfuctory
and its future prospects appear favorable. Absent
consummation of this proposal. the financial con-
dition, managerial resources and future prospects

AL banking data are as of June 30, 1975,
The San Juan banking markel consists ol the San Juan
SMSA.



of Bank would be less than satislactory. However.
in view of Applicant’s agreement to inject needed
capital of approximately $3.2 million and its in-
tention o strengthen the management of Bank. the
saime conclusions which apply 1o Applicant with
respect 1o its financial condition, managerial re-
sources and future prospects also apply to Bank.
Afliliation with Applicant should cnable Bank to
more cftectively provide services it has been
forced 1o reduce as a result of its weakened finan
cial condition. In addition, afliltation with an in
ternational banking organization such as Applicant
should enable Bank to offer international banking
services not currently available at Bank. Thus,
considerations relating 1o the convenience  and
needs of the community (o be served are also
consistent with approval of the application, It is
the Board’s judgment that the proposed acquisition
would be in the public interest and that the appli
cation should be approved.

On the basis of the record. the application is
approved for the reasons summarized above. 'The
transaction shall not be made (a) before the thir-
ticth calendar day following the cffective date of
this Order of (b) later than three months after the
clfective date of this Order, unless such period
is extended for good cause by the Board. or by
the Federal Reserve Bank of New York, pursuant
10 delegated authority.

By order of the Board of Governors, ellective
July 30, 1970.

Voting for this action: Chairman Burns and Gover-
nors Wallich. Partee. and Lilly. Absent and not voting:
Governors Cardner, Coldwell, and Jackson.

(Signed) Grirtrin L. Garwoon,

[sEAL| Assistant Secrerary of the Board.

C N Bane Holding Corporation.
Maplewood. Missouri

Order Denying
Formation of Bank Holding Company

C N Banc Holding Corporation. Maplewood,
Missouri  (**Applicant’™), has applicd for the
Board’s approval under § 3wy of the Bank
Holding Company Act (12 U.S.C. 1812G0)(1)) of
tormation of a bank holding company through
acquisition of 80 per cent or more of the voting
shares of Citizens National Bank of Greater St.
Louis, Maplewood, Missouri (**Bank™).

Notice of the application. altording opportunity
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for interested persons o submit comments and
views. has been given in accordance with § 3(b)
ol the Act. The time [or filing commients and views
has expired. and the Bourd has considered the
application and all comments received in light of
the factors set forth in § 3(¢) ol the Act (12 U.S.C.
§ 1842(0)).

Applicant is a nonoperating company with no
subsidiaries, organized Tor the express purpose of
becoming a bank holding company through the
acquisition of Bank. ‘The purpose of the proposed
transaction is to cltect a transfer of the controlling
ownership of Bank from an individual to a cor-
poration owned by the same individual with no
change in Bank’s management or  operations.
Upon acquisition of Bank, Applicant would con-
1ol 0.3 per cent ol the total deposits in commercial
banks in Missouri.

Bank holds deposits of approximately $44.8
million.! representing 0.6 per cent of the total
deposits in conunercial banks in the St. Louis
banking market.,® and ranks as the 46th largest of
128 commuercial banks operating in the market.
I view of the facts that the proposed transaction
represents a restructuring of Bank's present own-
ership, and Applicant has no subsidiaries, it does
not appear that consummation of the proposal
would eliminate any significant existing or poten-
tial competition, increase the concentration of re-
sources, or have any adverse effects on any other
banks in any relevant arca. Therefore, the com-
petitive considerations are consistent with approval
of the application.

Linder the Bank THolding Company  Act, the
Board is required to take into consideration the
financial condition. managerial resources, and fu-
ture prospects of the proposed holding company
and the bank 1o be acquired. With respect (o the
subject proposal. it appears that the future pros-
pects of Applicant are entirely dependent upon the
financial resources of Bank. In this regard, Appli-
cant proposes to service the $2.3 willion debt® it
will incur as part of this transaction over a twelve-
year period  primacily  through dividends  from
Bank, representing 51.2 per cent of Bank’s pro-

AT banking datic ane as ol December 210 1975

“The St Louis banking nuukel, the relevant peographic
markel for puiposes ol analyzing the computitive ellects of
the proposed transaction, s approximided by the city ol St
Lows, St Louis County. and portions of St Charles and
Jefferson Counties. atb m Missoumd and ponions: ot Madison
and S Clair Counties in Hlinois,

Tour hundred thousand dollars ot this total hdebrediess
1s o he injected into Bank o strengthen s capital



692  Pederal Reserve Bulletin O August 1976

jected income for the first year and declining cach
year therealter to 40.4 per cent in the twellth year.
In view of Bank’s operating history and present
financial condition, the Board is unable to con-
clude that Applicant’s projected carnings are rea-
sonable or attainable, The Board is of the view
that the future carnings of Bank would not provide
Applicant with the necessary (inancial flexibility
to mect its debt servicing requirements as well as
any unexpected problems that might arise at Bank.
In addition, the high level of dividend payout may
not provide Applicant with the necessary financial
flexibility to service the acquisition debt while
maintaining Bank’s capital position. On the basis
of the foregoing and other fucts of record, the
Board concludes that the considerations relating
to the banking lactors weigh against approval of
the application.

As stated previously, the proposed formation of
Applicant merely represents a restructuring of
Bank’s ownership with no changes in Bank’s
operations  or  services.  Consequently,  consid-
crations relating o the convenience and needs of
the community to be served lend no weight toward
approval of the application. Morcover, in view of
Applicant’s debt servicing requirements, consum-
mation ol the subject transaction could diminish
Bank’s ability to continue to serve the arca as a
viable banking alternative.

On the basis of all of the facts of record. it
is the Board’s judgment that the subject proposal
would result in a bank holding company with
financial and managerial resources that are inade-
quate to service its debt while maintaining, Bank’s
capital account. While the Board recognizes that
denial of this application would not necessarily
alfect the control of Bank, the Board cannot sanc-
tion the use of a holding company structure that,
because of its debt servicing requirements, could
impair the financial condition of the bank to be
acquired; nor would the public interest be served
by such Board action. Accordingly, the Board
concludes that consummation of the proposed
transaction would not be in the public interest and
that the application should be denied.

By order of the Board of Governors, cffective
July 19, 1976.

Volting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Coldwell. Jackson, Partee, and
Lilly.

(Signed) J. P. GARBARINT,

[sEAL] Assistant Secretary of the Board.

Columbia Holding Corp.,
Chicago, Hlinois

Order Denying
Formation of Bank Holding Company

Columbia Holding Corp., Chicago, Hlinois has
applied for the Board’s approval under § 3(a)(1)
of the Bank Holding Company Act (12 U.S.C.
§ 1842(a) 1)) of formation of a bank holding
company through the acquisition of 80 per cent
or more of the voting shares of Columbia National
Bank ol Chicago, Chicago, linois (*"Bank™).

Notice of the application, altording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired, and the Board has considered the
application and all comments received in tight of
the factors set forth in § 3(¢) of the Act (12 U.S.C.
§ 1842(0)).

Applicant is a nonoperating corporation recently
organized for the purpose of becoming a bank
holding comipany through the acquisition of Bank
($55.2 million in deposits).! Bank ranks 154th
among the banking organizations in linois and
holds approximately .1 per cent of the total de-
posits held by commercial banks in the State.
Bank. located approximately 10 miles northwest
of downtown Chicago, is the 101st largest of the
292 commmercial banks operating in the Chicago
banking market? (the relevant banking market)
with approximately .13 per cent of market depos-
its. Inasmuch as the subject proposal represents
a restructuring of existing ownership interests in
Bank and since Applicant has no present subsidi-
arics, consummation of the proposal herein would
have no adverse cffects on existing or potential
competition.

Principals of Applicant are also principals in
Mid-Town Bank of Chicago, Chicago, Illinois
(*Mid-Town Bank’’). Mid-Town Bank (deposits
of $6.4 million) ranks as the 273rd largest bank
in the relevant banking market with .02 per cent
of total market deposits. In view of the relatively
small size of the two hanks, the fact that their
offices are six miles apart, and the large number
of competitors in the market. it appears that there
is no significant competition between Mid-Town
Bank and Bank. Accordingly, based on the fore-

AL hanking data are as of June 30, 1975,
“I'he Chicago banking market s approximated by Cook
County. DulPage County and portions of Lake County.



going and other facts ol record, the Board con-
cludes that competitive considerations are consist-
ent with approval of the application.

The Board has indicated on a number of occa-
sions that it believes that o holding  company
should serve as a source of financial and manage-
rial strength to its subsidiary bank(s) and that the
Board will closely examine the condition of an
applicant in cach case with this consideration in
mind. While the Board considers the managerial
resources of Applicant and Bunk as satisfactory.
the Board is concerned with the high level of debt
that will result in connection with the consumima-
tion of this proposal. Applicant proposes to incur
a debt of $3.0 million® that Applicant intends to
service  over a0 twelve-year  period  primarily
through dividends from Bank and through tax
savings resulting from filing consolidated tax re-
turns. Based on the facts of record, the Board is
unable to conclude that the proposal would provide
Applicant with the necessary financial flexibility
to service its debt while maintaining  adequate
capital levels at Bank. In this connection, it is
noted that Bank’s capital is marginally acceptable
at the present time, and this position has been
attained through the retention of 100 per cent of
Bank’s carnings since it opened for business in
1964. Lven though Applicant contemplates pro-
viding Bank with $300.,000 in cquity capital upon
consummation ol the proposal, Bank’s capital
would remain only marginally acceptable
throughout the debt retirement period, assuming
Applicant’s projections are accurate, as i result
of the sizable dividends that will be taken from
Bank in order to service Applicant’s debt.

The Board is also concerned about the narrow
margin for cerror in Applicant’s projections, since
a deviation from those estimates in the future
would further weaken Bank’s capital and lessen
Applicant’s ability to serve as a source of financial
strength. Applicant has projected  that Bank’s
carnings, as a pereenfage of assets, would equal
1.05 per cent. However, only in 1975 did Bank’s
carnings exceed this figure and for cach of the four
previous years Bank carned between .3 and .9 per

TApplicant proposes to exchange its shares of stock and 82,7
million of its 10 per cent debentines Tor all of the stock of
Bank and $600 thousand of Bank’s debentures (5300 thousand
of which bears interest at 5.5 per cent, and the remainder of
which bears mterest at 7 per centy. Bank’s debentures would
he converted to cquity capital in connection with this exchange.
Applicant also proposes 1o borrow an additional S300 thousand
to supplement Bank's cquity capital.
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cent on its assets. Thus, Bank does not have a
proven record of carnings to support Applicant’s
somewhat optimistic projections. Similarly, Ap-
plicant’s projections in regard (o Bank’s asset
growth are not supported by Bank’s actual growth
expericnec.

I'urthermore, as indicated in footnote 3 supra,
the instant proposal contemplates a transaction
whereby the debenture holdetrs of Bank will be
aggregating  $600,000,
bearing interest at 5.5 and 7.0 per cent, respec-
tively, for approximately $1.1 million in Appli-
cant’s debentures, bearing interest at 10 per cent.
As a consequence of this proposal, Bank’s deben-
ture holders will receive approximately $110.000
in interest annually on Applicant’s  debentures
whereas they presently recetve $37.500 in interest
on Bank’s debentures. The Board considers this
additional financial burden on Applicant to be
further evidence that Applicant’s proposal does not
permit Applicant to be a source of {inancial
strength to Bank. Accordingly, the Board is of
the view that Applicant’s proposal, as presently
structured, does not provide Applicant with the
financial flexibility necessary 1o service its debt,
maintain Bank’s capital at aceeptable levels, and
to provide for any unforeseen problems that might
arise at Bank. "Therefore, the Board views the debt
to be incurred by Applicant as o signilicantly
adverse factor in the consideration of this proposal
and (inds that the considerations relating to finan-
cial resources and future prospects weigh against
approval of the application.

The proposed formation represents merely  a
restructuring of the ownership of Bank with no
changes in Bank’s operations or the services of -
fered to customers. ‘Thus. considerations relating
to the convenience and needs of the community
to be served lend no weight toward approval of
the application.

On the basis of all the circumstances concerning
this application, the Board concludes that the
banking considerations involved in this proposal
present adverse factors bearing upon the financial
condition and future prospects of both Applicant
and Bank. Such adverse factors are not outweighed
by any procompetitive eflects or by benefits which
would result in serving the convenience and needs
of the community. Accordingly. it is the Board’s
judgment that approval of the application would
not be in the public interest and that the application
should be. and hereby is. dented Tor the reasons
summarized above.

exchanging  debentures
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By order of the Board of Governors, cffective
July 9. 1976.

Voting tor this action: Vice Chairman Gardner and
Governors Coldwell. Jackson, Partee, and Lilly. Absent
and not voting: Chairman Burns and Governor Wallich.

(Signed)y 1. P. GARBARINI,
|stalL] Assistant Secretary of the Board.
United Bancshares of Nebraska, Inc.,
Lincoln, Nebraska

Order Approving
Formation of a Bank Holding Company

United Bancshares of Nebraska, Inc., Lincoln,
Nebraska has applied for the Board’s approval
under § 3G of the Bank Holding Company Act
(12 .S.CU 8 184200 1)) of Tormanon of a bank
holding company through the acquisition of 99.2
per cent or more of the voting shares of First
Westroads Bank. Inc.. Omuaha. Nebraska
(""Bank™),

Notice of the application, altording opportunity
for interested persons (o submit conuments and
views, has been given in accordance with § 3(b)
ol the Act. ‘The time Tor liling conmmments and views
has expired. and the Board has considered the
application and all comments received in light of
the factors set forth in § 3(¢) of the Act (12 U.S.C.
§ 1842(e)n.

Applicant is & nonoperating corporation orguan-
ized for the purpose of becoming a bank holding
company through the acquisition of Bank. Bank
(deposits of $12.3 million) ranks 18th out of the
25 banks operating in the Omaha banking market
(which is approximated by Douglas County) and
controls L7 of T per cent of the total deposits
in commercial banks in the market.” Upon acqui-
sition of Bank, Applicant would control 0.2 of
I per cent of the total deposits in commercial banks
in Nebraska.

The principals ol Applicant are also oflicers
and/or directors of NBC Co., Lincoln, Nebraska,
i one-bank holding company that owns the Na-
tional Bank of Commerce Trust and Savings As-
sociation, Lincoln, Nebraska, NBC Co. presently
is one of nine allitiated one-bank holding compa-
nics that individually own banks across the State
of Nebraska. collectively holding 7.3 per cent of
the deposits in commercial banks in the State. The

AN hanking: datacue as ot June 30, 1975 and rellect holding:

compiny formations and acquisitions approved by the Bond
through dune 300 1976,
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purpose of the transaction is to effect an eventual
transfer of the ownership of Bank to the share-
holders of NBC Co. The nearest affiliates of NBC
Co. are located in Fremont, approximately thirty
miles northwest of Bank. and operate in a separate
banking market. ‘There is no existing competition
between Bank and its potential afliliates. Accord-
mgly. on the basis of the facts of record, the Board
concludes  that consummation of  the  proposal
would not have any adverse eflect on other banks
in the relevant market and that competitive con-
siderations are consistent with approval of  the
application.

The financial and managerial resources and fu-
ture prospects ol both Applicant and Bank are
considered  satisfactory in light of  Applicant’s
commitment o add $100.000 to Bank’s capital.
Although Applicant will incur acquisition debt in
connection with this proposal. it appears that it
will be able to service this debt over a 10-year
period without impairing the financial condition of
Bank during that time. Furthermore. it appears that
the overall financial condition of the other one-
bank holding companies in which principals of
Applicant are involved is satistactory. Therefore,
considerations relating to banking factors are con-
sistent with approval of the application.

Afliliation with Applicant should cnable Bank
o expand and improve the banking services it
presently offers to its customers. Accordingly,
these considerations relating 1o the convenience
and needs of the community to be served are
consistent with approval. It is the Board’s judg-
ment that consummation of the proposed transac-
tion would be in the public interest and that the
application should be approved.

On the basis of the record, the application s
approved for the reasons summarized above. The
transaction shall not be made () belore the thir-
ticth calendar day following the effective date of
this Order or (b) later than three months after the
ctfective date of this Order unless such period is
extended for pood cause by the Board or by the
Lederal Reserve Bank of Kansas City pursuant to
delegated authority.

By order of the Board of Governors. eflective
July 16, 1976,

Voting lor this action: Vice Chairman Gardner and
Governors Wallich, Coldwell, Jackson, Partece, and
Lilly. Absent and not voting: Chairman Buros.

(Signed) 1. Po GARBARINL.

RIAYA Assistant Secretary of the Board.



First National Corporation,
Appleton, Wisconsin

Order Approving Acguisition of Bank

I'irst National Corporation, Appleton, Wiscon
sin, a bank holding company within the meaning
of the Bank Holding Company Act, has applied
for the Board's approval under § 3(a)3) of the
ACt (12 U.8.CL 1842003 to acquire 90 per cent
or mote of the voting shares of The Farmers State
Bank, Larsen. Wisconsin (“"Bank™).

Notice of the application, alfording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(h)
of the Act. The time lor liling comments and vicws
has expired and the Board has considered the
application and all comments received in light of
the factors set forth in § 3(¢) of the Act (12 U1.8.C.
1842(¢)).

Applicant, the ninth largest banking organi-
sation in Wisconsin, controls six banks with ag-
grepate deposits of $179.5 million, representing,
approximately 1.2 per cent of the total deposits
in commercial banks in the State. ' Acquisition of
Bank (deposits of approximately  $9.3  million)
would not signilicantly increase Applicant’s share
of deposits in the State nor would it alter Appli-
cant’s ranking armong the other banking organi-
zations tn Wisconsin.

Bunk is the cleventh largest of twelve banking
organizations in the Appleton banking market* and
holds $9.3 million in deposits, which represents
1.8 per cent of the total commercial bank deposits
in the market. Applicant is the Largest of the twelve
banking organizations in the market, and upon
acquisition of Bank, Applicant would control four
banks in the market with agprepate deposits repre-
senting 26.8 per cent ol the total commercial bank
depaosits in the market. Applicant and Bank operate
in the sanme marketr, and the record indicates that
some existing competition would be eliminated as
aresult of the consummation of the proposal. Bank
is located on the western ringe of the relevant
market in the town of Larsen and Applicant’s
closest banking office is a branch of Applicant’s

"AI banking data are as of December A, 1975,

Y Ihe Appleton RMA LD which s the retevant hanking market.
extends from the northenstern portion of Winnebago County
(including the cities ol Neenah and Menasha) through the
southeastern portion ol Outagamic County tinclhuding the cities
ot Appleton, Kaukauna, Kimberly, Litte Chute, aad Com
bined Lochs) and the southwestern most portion of - Brown
County and the northwestern portion of Calumet County
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lead bank somie 12 miles northeast in the town
of Greenville. Competition between that oflice and
Bank- and between Applicant’s other subsidiary
banks and Bank
cant. Morcover, in view ol the restrictive State
branching laws prohibiting the establishment of a
branch within a three mile limit of Bank's location
and also in view ol the rural character of the arca
surrounding Bank. expansion by Applicant into
this portion of the market does not appear likely.
The cftects of the proposal on competition are
further mitigated by the relatively small size of
Bank and the fact that it has not been a significant
competitor in the market. Bank was established
m 1914 and its deposits have grown to only about
$9 million in some sixty years of operation. Ac-
cordingly, on the basis of the fucts of record, the
Board concludes that consummation ol the pro-
posal would have some slightly adverse effects on
competition.

The financial and managerial resources and {u-
ture prospects of Applicant, its subsidiaries. and
Bank arc regarded as generally satisfactory. In
arriving at such conclusion, the Board has relied
in part on Applicant’s commitiments to augnient
the capital at certain of its subsidiary banks. Con-
sequently, the Board regards banking factors as
being consistent with approval of the application.
Furthermore,  Applicant’s  acquisition  of - Bank
would give Bank access to Applicant’s bunking
expertise and management resources. Applicant
also proposces 1o assist Bank in providing new and
expanded services to its customers, including ¢y
tate planning and trust services, investment advi-
sory services. computer services for both Bank and
Bank's customers, and direct leasing  services.
Therefore. considerations relating to the conven-

<daes not appear to be signifi-

icnce and needs of the community o be served
lend weight toward approval and, in the Board's
view, outweigh any slightly adverse cftects the
proposal may have on competition. It is the
Board™s judgment that the proposed acquisition
would be in the public interest and that the appli-
cation should be approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be made (a) before the thir-
ticth calendar day following the effective date of
this Order nor (b) later than three months after
the effective date ol this Order, unless such period
is extended for good cause by the Board. or by
the Federal Reserve Bank of Chicago pursuant 1o
delegated authority.
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By order of the Board of Governors, cilective
July 13, 19706.

Voling for this action: Vice Chairman Gardner and
Governors Coldwell, Partee, and Lilly  Absent and not
voting: Chairman Burns and Governors Wallich and
Jackson,

(Signed) J. P, GARBARINI,
N Assistant Secretary of the Bourd,
F'lorida National Banks of Florida, Inc.,
Jacksonville, Florida

Order Denying Acquisition of Bank

florida,  Inc.
Florida, a

Florida  National  Banks  of
("Hlorida National’™),  Jacksonville,
bank holding company within the meaning of the
Bank Holding Company Act, has applicd for the
Board's approval under § 3(a)3) ol the Act (12
LLS.CLI842(a)(3)) to acquire 30,37 per cent or
more of the voting shares of the Citizens Bunk
of Bunnell (*Bank™), Bunnell, Florida.

Notice ol the application, atfording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for (iling comments and views
has expired. and the Board has considered the
application and all comments received in light of
the factors set forth in § 3(¢) ol the Act (12 U.S (.
1842(c})).

Florida National, the fifth largest banking orga-
nization in Florida, controls 32 banks with aggre -
gate deposits of approximately $1.3 billion, repre-
senting 5.4 per cent of the total deposits in com-
mercial banks in the State.' Acquisition of Bank
would increase Florida National's sharce of total
commercial bank deposits by .04 per cent and
would not result in a significant increase in the
concentration of hanking resources in Plorida.

Bank, the larger of the two banks in the relevant
banking market.? controls total deposits of ap-
proximatety $11 million representing 62.2 per cent
of the total deposits in commercial banking insti-
tutions in the market. The closest subsidiary bank
of Florida Nuational is 23 miles southeast of Bank.
No significant competition cxists hetween any of
Florida National’s subsidiary banks and Bank, and
it appears unlikely that such competition would
develop in the future. Common ownership and

1U75.
EThe relevant banking maker is approximated by Flagler
County .

AT banking data are as of December 3

control of Bank and the only other bank in the
relevant market has led 1o common senior operat-
ing management and director interlocks. Because
of this afliliate relationship, the two banking insti-
tutions do not presently conpete with cach other.
If the subject proposal is approved. it is expected
that the affiliate relationship will be terminated and
Bank will become an  independent  alternative
source of banking services in the relevant market.
On the basis of the facts of record, the Board
concludes that competitive considerations are con-
sistent with, and lend some weight toward, ap-
proval of the application.

The financial condition and future prospects of
Florida National, its subsidiaries and Bank are
regarded as satisfactory. Accordingly, the Board
concludes that tinancial considerations are consist-
ent with approval of the application.

In the course of processing this application, the
following information has come 1o the Board’s
attention.

(H) In May 1974 Florida National withdrew a
previous application it then had pending to acquire
50.37 per cent of Bank.®

(2) hu late May 1974, Florida National's counsel
(who was also a director of Florida National)
members of the Board's Tegal
Division to discuss the possibility of preserving
Ilorida National™s opportunity to acquire Bank by
having officers of Florida National purchase the
stock of Bank and hold it as individuals until such
time as Florida National could purchase it from
them.

(3) Subsequently. by letter of June 14, 1974,
the Board’s Legal Division informed Flovida Na-
tional’s counsel that -, any action to acquire
shares of a bank by officers, directors or other
persons associated or related to o bank holding
company, without Board approval, should be
taken with extreme caution to insure that the bank
holding company does not obtain direct or indireet

conferred with

Hliollowing the 1960 Amendments 1o (the Act, the DuPont
Trust ¢ TrusCT) sought 1o divest its holdmgs in 30 Florida
banks through an excbiange of stock with a newly ereated bank
holding company, Floriia National. Subsequently, the Board
determined that Trust wis still controlbing thie 30 banks through
Florida Nadional quxd by Order of October 15, 1973 e Board
ordered the Dulont “Trust to “lernunate its control and/or
controlling interest over Florida National and/or ats subsidiary
banks™ by December 31, 19740 In May 1974, cight pending
§ 3Goe3)y applications ot Florida Natonal were retarned be
cause Trust had not yet compliod with the Board®s Owder of
October 15, 1973, and therefore any acquisitions ol bank shares
by Flotida Nuttonal would have constituted an indirect acgui-
sition by “Trust.
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control or power to control or exercise a control-
ling influence over the bank.”’

(4) On June 28, 1974, FFlorida National entered
into a Stock Purchase Agreement with three of
its ofticers* (**Ofticers™) providing, in part, that
Florida National, through onc of its subsidiary
banks, would loan its Officers funds with which
to purchase 50.37 per cent of the voting shares
of Bank. The Officers agreed to sell those shares
to Florida National at a later date. In addition,
**the entire risk of gain or loss on the transactions™
was upon Florida National. Florida National also
agreed to indemnify its Officers against loss in the
event it was unable o purchase the shares from
them.

(5) Inquiries by the Board’s Legal Division in
October 1974 resulted in a letter dated October
7, 1974, from Florida National's counsel commit-
ting Florida National and its Oflicers to (a) remove
the loan from Florida National's subsidiary bank
to an unaffiliated bank, (b) cancel, rescind, and
render void and unenforceable the Stock Purchase
Agreement of June 28, 1974, and (¢) enter into
a new Stock Purchase Agreement “*which would
be consistent with the Board's stalt’s recom-
mendations and which would provide no indemni-
fication.”’

(6) Florida National subsequently placed the
loan with an unafliliated bank. However, Florida
National agreed to guarantee the loan.

(7) On May 1, 1975, Florida National submitted
an application for prior approval 1o acquire 50.37
per cent of the outstanding voting shares of Bank
from its Officers who had acqutired the shares from
Bank’s principal sharcholder.

(8) During processing of the application, stall
discovered that the Stock Purchase Agreement
between Florida National and its Officers had not
been ‘‘cancelled and rescinded and rendered void
and unenforccable from the beginning’” and was
in fact still in force. The only step that had been
taken by Florida National in fulfihment of the
commitments listed in the aforementioned October
Tth letter was the transfer of the loan to Officers
from Florida National’s subsidiary bank to an
unaftiliated bank. Florida Nutional continues to

*T'wa of the oflicers were alsa directors ol Florida National.

YA the time Florida National placed the loan with the
unafliliated lender, American National Bank of Jacksonville,
it continued to guarantee the loan to its Oflicers. When Florida
Natiomal subsequently sought 1o remove its guarantee ol the
loan, American National Bank of Jacksonville refused 1o ex
cuse Florida National trom its obligation.

guarantee the loan to its Officers® and all of the
other provisions of the Stock Purchase Agreement
remain in foree.

(9) In response to a request by the Board's stall
that Florida National explain its actions, Florida
National and its counsel provided documents and
arguments in support of its position that its actions
should not be deemed a willful violation of the
Act. Florida National and its counsel arguc. in
part, that Florida National acted upon the advice
of counsel; that Florida National’s agreement with
its Officers had been structured to comply with
prior holdings of the Board in similar cases; and
that, at worst, the transaction was a technical
violation of the Act.

Scction 3(a) of the Act provides that it shall
be unlawful, except with the prior approval of the
Board **. . .(3) for any bank holding company
o acquire direct or indirect ownership or control
of any voting shares of any bank if, after such
acquisition, such company will directly or indi-
rectly own or control more than 5 per centum of
the voting shares of such bank.” Section 2(a)(2)
(A) of the Act provides that any company has
control over a bank or over any company if “*(A)
the company directly or indirectly or acting
through onc or more other persons owns, controls,
or has power 1o vote 25 per centum or more of
any class of voting sccuritics of the bank or com-
pany.’’

It appears that, contrary to the specific recom-
mendations and views expressed by the Board’s
Legal Division, Florida National, acting through
its Oflicers, acquired control of 50.37 per cent of
Bank’s outstanding voting shares. Florida National
was instructed by the Board’s Legal Division not
to linance its Ofticers’ purchase of Bank’s shares,
not to guarantee any loan made to its Officers by
an unaffiliated bank and not to indemnify its Of-
ficers against loss. Despite these directions and
Florida National’s awareness of the Board’s pub-
iely expressed concern with acquisitions by of-
ficers of holding companices acting to preserve
corporate  opportunitics,® and  without apparent
concern for the consequences of its actions,
Florida National nevertheless structured the trans-
action in a manner that clearly resulted in its
acquiring control of Bank. Morcover, Florida Na-
tional continues to guarantee the loan o its Of-

PSee Mhid America Bancorpordation, Ine.. 1974 Pederal
Reserve BrrtenN 1310 The Jacobus Company ane  Inland
Financial Corporation, 1974 Federal Reserve Burrens 130,
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ficers and to indemnify those Officers against loss,
and the control relationship thus continues.

On the basis of the facts of record, the Board
concludes that Florida National controls Bank
within the meaning of § 2(a)(2)(A) of the Act.
The Board further concludes that Florida National
violated § 3(a)(3) of the Act by acquiring control
of Bank without the prior approval of the Board.

Among the factors enumerated in § 3(¢) of the
Act that the Board must consider in acting on
applications is the managerial resources of the
acquiring bank holding company. The reference
to “‘managerial resources’ does not, however,
refer solely to the business abilities of management
or its past financial success. The legistative history
of this provision makes it clear that this factor
relates not only to management’s competence but
also to management’s integrity and disposition 1o
conduct the affairs of the company in accordance
with the requirements of law. %

In asscssing the managerial resources of an
applicant, the Board must consider all the factors
that bear upon the competence, quality and integ-
rity of the management of any holding company
sceking to acquire control of a bank. The Board
has previously stated that when it comes to the
Board’s attention that an acquisition has been
madec, or activitics have been commenced, without
the requisite prior approval of the Board, whether
or not such violation of the law appears to have
been ““willful,” such conduct may reflect so ad-
versely upon the managerial factors in connection
with an application for permission to retain the
illegally acquired activity that the conduct, in and

tAs originally enacted, § 3(eX3) of the Bank Holding
Company Act provided that among the factors to be considered
by the Board is the “character of [thel management’™. Also
see Senate Report Noo 1095, 84th Cong.. Ist Sess . at pape
10, accompanying the 1956 Act. The present § 3(¢) ol the
Act includes the same standard without any substantive change
in its meaning having been made by the 1966 Amendments
to the Act which brought this scction into harmmony with the
Bank Merger Act. The Federal Home Loan Bank Board has
had occasion in a similar context to consider the scope of the
Smanagerial resources’ standard as contained in that section
of the National Housing Act dealing with savings and joan
holding companies (12 U.S.C. § 1730a(c(2)). The Buank
Board concluded that its standard was adopted from the Bank
Holding Company Act and that the phrase managerial re-
sources™ encompasses considerations relating 1o the integrity
of management. Opinion and Order of the Home Loan Bank
Board in the niatter ol the Joimt Applications of Fidelity
Financial Corporation and Fidelity Savings and Loan Associ-
ation, Sacramento, California, and Six Rivers Savings and
Loun Association, Furcka, Cdlifornia (Resolution No. 73.
1772, December 7, 1973), at page 20.

of itself, constitutes grounds for denial of such
an application.

In view of the repeated warnings of the Board’s
legal Division cautioning Florida National’s
counsel to exercise great care in structuring the
transaction whereby Ollicers acquired control of
Bank, the contradictory statements made by
Florida National’s counsel to the Legal Division,
the apparent misrepresentations made in connec-
tion with the application, and Florida National’s
continued failure to comply with the Board’s
stall’s recommendations for remedying the situa-
tion, it is clear that insofar as this application is
concerned the management of IFlorida National has
not demonstrated a disposition to conform  the
conduct of Applicant’s aflairs to the requirements
of the Act. Section 3(a) of the Act requires prior
approval for acquisitions, and where an acquisition
of control is made without obtaining such prior
approval, under circumstances such as those pre-
sented here, the Board believes it should not
approve an application to retain the illegally ac-
quired control position and thercby allow the of-
fending party to reap the fruits of its violation.

There is no evidence in the record that the
banking needs of the community are not currently
being adequately served. Florida National  has
proposed to expand certain of Bank’s services.
However, in the context of this application, these
considerations are not sufficient to outweigh the
adverse managerial considerations of Florida Na-
tional’s violation of the Act referred to above.
Accordingly, it is the Board’s judgment that ap-
proval of the application would not be in the public
interest and that the application should be denied.

On the basis of the record, the application is
denied for the reasons summarized above. Florida
National and its Officers are ordered to take all
nccessary steps to divest the shares of Bank un-
lawfully acquired by them no later than October
27, 1976 and to submit to the Board for its
approval no later than August 29, 1976, a plan
to cffect such divestiture.

By order of the Board of Governors, cffective

July 29, 1976.

Voting for this action: Vice Chairman Gardner and
Governors Wallich, Partee, and Litly. Absent and not
voting: Chairman Burns and Governors Coldwell and
Jackson.

(Signed) J. P. GARBARINI,

[stAL] Assistant Secretary of the Board.
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Indian Head Banks Inc.,
Nashua. New Hampshire

Order Approving
Acquisition of Shares of Bunk

Indian Head Banks [oe., Nashua, New Hamp-
shire, a bank holding company within the meaning
ol the Bank Holding Company Act, has applied
for the Board’s approval under § 3(a)3) of the
Act (12 L.S.CL 8 1842(a)3)) 1o acquire 67 per
cent or more of the voting shares of Community
National Bank of Rochester, New
Hampshire.

Notice of the application. affording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. ‘The time for filing comments and views
has expired. and the Board has considered the

Rochester,

application and all comments received, including
those submitted by Swaflord National  Bank,
Dover, New Hampshire (“Protestant™), in light
of the factors set forth in § 3(¢) of the Act (12
U.S.Co§ 1842(0)).

Applicant, the largest banking organization in
New Hampshire, controls 8 banks with aggregate
deposits of approximately $255 ntillion, repre-
senting 15.4 per cent of total deposits in commer-
cial banks in New Hampshire.! Acquisition of
Bank (deposits of upproximately $7 million) would
increase Applicant’s share of Statewide deposits
by .4 of one per cent. Consummation of the
proposcd transaction would not result in a signifi-
cant increase in the concentration of banking re-
sources in New Hampshire.

Bank is the 6th largest of 10 commercial bank-
ing organizations in the Dover-Rochester banking
market (the relevant banking market for purposes
of this proposal)® and controls 9.4 per cent of
deposits in commercial banks in the market. A
subsidiary of  Applicant, Indian Head National
Bank of Lixeter (““Exeter Bank'), BExcter., New
Hampshire, operates a branch in Newmarket, New
Hampshire, located in the relevant banking mar-
ket. That branch holds deposits of approximately

'Unless otherwise indicated, banking data are as ol De
cember 31, 1975,

*The Dover Rochester banking mrket is approximated by
all ol Strafford County, New Hampshire. the towns of Not
tingham and Newnuuket in Rockinghani County. New Hamp-
shire, the towns of Brookficld and Waketicld in Carroll County,
New Hampshite, and the towns of L ebanon, Berwick and
South Berwick in York County, Mauue.

$6.3 million® representing 8.4 per cent of total
deposits in commercial banks in the market, and
thus Applicant is the eighth largest banking orga-
nization in the relevant banking market. As a result
of consummation of the proposed transaction, Ap-
plicant would become the largest banking organi-
vation in the relevant market with 17.8 per cent
of deposits in commercial banks. Thus the pro-
posed transaction would have the effect of in-
creasing somewhat the concentration of banking
resources in the relevant market. However, cven
after consummation of the proposed transaction,
the market would not be highly concentrated as
the four largest banking organizations would con-
trol 60.7 per cent of deposits in the market. The
ellect of the proposal on concentration in the
relevant market is mitigated by the facts that Bank
and Lixeter Bank are among the smaller organi-
zations in the market and that, because Bank is
in less than satisfactory condition, it is not cur-
rently a mceaninglul competitor in the market.
Indeed, affiliation with Applicant should ¢nable
Bank (o become a competitive factor in the market.
Accordingly, it is the Board’s judgment that the
proposal would be consistent with the public in-
terest despite its eflects on concentration in the
market.

To the extent that Bank and Lixeter Bank’s
Newmarket branch operate in the Dover-Rochester
banking market, some amount of existing compe-
tition would be climinated as a result of consum-
mation of this proposal. However, on the basis
of the facts of record, including the facts that Bank
and Exeter Bank's Newnarket branch are 18 miles
apart and that a number of banks compete in the
market, it does not appear that any meaningful
competition between Bank and Lixeter Bank would
be climinated as a result of the proposal, particu-
larly in view ol the current financial condition of
Bank. Applicant’s other subsidiaries also have five
banking oftices located outside the relevant market
that derive some deposits from Bank’s service
arca. The amount of such deposits, however, is
not significant nor does Bank derive a significant
amount of deposits from the service arcas of these
subsidiaries of Applicant. After consummation of
the proposal, several independent banks  would
remain available for acquisition by holding com-
panies not represented in the market. Accordingly,
the Board concludes that consummation of the

FAs of June 30, 19740
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proposal would not climinate any signilicant exist-
ing competition or foreclose the development of
potential competition.

The financial condition and managerial re-
sources of Applicant and its subsidiarics are con-
sidered satisfactory and their future prospects ap-
pear favorable. Bank’s financial condition, mana-
gerial resources and future prospects, absent con-
summation of the instant proposal, arc less than
satisfactory. However, Applicant has agreed 1o
inject needed capital of approximately $200,000
into Bank and intends to revamp the management
of Bank. Thus, banking factors lend some weight
toward approval of the application. Afliliation with
Applicant should cnable Bank to provide more
effectively services it has heen forced by its wea-
kened financial condition to reduce. In addition,
as aresult of the proposal, Bank will ofler accounts
subject to negotiable orders of withdrawal (s0-
called **NOW accounts’’) paying interest on bal-
ances in excess of $500, free checking accounts
for individuals over 62 years of age, expanded
savings and retirement account services, dealer
floor planning services and accounts receivable
financing. Therefore, considerations relating (o
convenicnce and needs of the community to be
served lend weight toward approval of the appli-
ation and, in the Board’s view, outweigh any
slight adverse competitive effects that might result
from consummation of the proposal.

In its consideration of the subject application,
the Board has considered the comments submitted
by Protestant. Protestant has asserted that con-
summation of the proposal would result in adverse
competitive eflects that are not outweighed in the
public interest by the cflects the proposal would
have on the convenience and needs of the com-
munity. Specifically, Protestant contends, first,
that Applicant should have chosen to establish a
de novo oftice rather than to acquire an existing
institution and, sccond, that there exist less anti-
competitive alternatives for the afliliation of Bank
with another viable banking organization. With
regard to possible de novo entry by Applicant,
Protestant disregards the fact that Applicant’s sub-
sidiaries arc precluded by New Hamipshire law
from opening branches in the town of Rochester.?
Furthermore, the ratio of deposits per banking
oftice in the relevant market is already consid-
erably below the Statewide average. Introduction

4See New Hampshire RSA, 384 -B:2(D).

of an additional banking office would further re-
duce that average. With regard to the possible
aftiliation of Bank with an organization, the eftects
of which affiliation would be less anticompetitive,
it is noted that State law requires that the principal
offices of merging banks be within 30 miles of
cach other.® Thus, the merger of Bank with any
other institution would likely have at least some
adverse eftect on competition.® Besides Applicant,
there are only three other bank holding companies
in New Hampshire. Two do not appear to posscss
sufficient resources to acquire the shares of Bank
sought by Applicant, and any such acquisition by
the third would present essentially the same com-
petitive conscquences as the instant proposal. The
Board is of the view that the mere existence of
other institutions with which Bank could conceiv-
ably become afliliated, does not warrant denial of
the subject application.

In the course of its consideration of the subject
application, the Board has also noted the existence
of a bank management consulling agreement be-
tween a subsidiary of Applicant, Indian Head Bank
Services Corporation (“'IHBS™),7 and Bank. Ac-
cording to that agrcement, 1HBS provides Bank
with a full-time on-site consultant who 1s author-
ized to initiate new loans of less than $5,000, ““to
do all things appropriate to the collection of loans
charged oft or past due™ and **to do all things
necessary to administer the day-to-day operation
of [Bank] but not including the execution of con-
tracts on behalt of [Bank] or the hiring or removal
of personnel.”” [t appears that IHBS may be pro-
viding Bank with services on a daily or continuing
basis contrary to the proscription contained in
Footmote 9 to § 225.4(a)(12) of Regulation Y
which provides in pertinent part: **In performing
this activity [bank management consulting] bank
holding companics are not authorized to perform
tasks or operations or provide services to client
banks either on a daily or continuing basis, except

38Sce New [Hampshire RSA, 384-13:2¢11).

Protestant, currently the lurgest banking organization in the
market, previously entered into merger negotiations with Bank
wixd secured regulatory approvad to merge with Bank. That
merper, which was never consutmimated, would have produced
a banking organization holding 26.6 per cent of the market’s
deposits,

TOn October 25, 1974, the Board approved Applicant’s
application to acquire THBS |39 Federal Register 39107), a
company which engages in the permissible nonbanking activity
of providing management consulting wdvice to nonafliliated
banks (section 225.0G0)(12) of Regulation Y. 12 CIFR 225 .4(w)
(1)),



as shall be necessary to instruct the client bank
on how to perform such services for wsell™ (em-
phasis added). The Board has scrutinized the cir-
cumstances of Applicant’s involvement with Bank
imcluding the financial and managerial resourees
of Bank, the fact that the Federal Reserve Bank
of Boston was consulied by Applicant prior to its
entering into the agreeement with Bank and the
fact that Applicant entered into the agreement at
the insistence ol Bank. and has concluded that the
facts surrounding Applicant’s involvement with
Bank do not warrant denial of the subject applica-
tion. Accordingly, the Board has proceeded 1o
consider the subject application on its merits and.
on that basis, concludes that approval of the pro-
posal would be consistent with the public interest.

The Bourd. nevertheless, believes it appropriate
to set forth for the record its view that transactions
of the type described above may justify a linding,
that a company has violated the Bank Holding
Company Act. Bank holding companies engaging,
directly or indirectly in the activity of providing
management consulting  advice o nonafliliated
banks, should avoid entering into relationships
with client banks that exceed the scope of section
225.4)(12). ¢even when such bank may be ex-
periencing dinancial or managerial - diflicultics.
Particular caution should be excrcised where a
bank holding company contemplates the subse -
quent acquisition of the client bank.

On the basis of the record. the application is
approved for the reasons summarized above. The
transaction shall not be made () before the thir-
ticth calendar day following the eftfective date of
this Order or (b) later thuan three months after the
citective date of this Order. unless such period
is extended for good cause by the Board, or by
the Federal Reserve Bank of Boston pursuant to
delegated authority.

By order the Board of Governors, elfective July
28, 1976.

Voting for this action: Chairnun Burns and Goyer-
nors Gardner, Wallich, Partee, and Lilly. Absent and
not voting: Governors Coldwell and Jackson.

(Stgned) J. Po GARBARINL,
|sEAL] Assistant Secretary of the Board.
Orders Under Section 4
Of Bank Holding Company Act

First Sccurity Corporation,
Salt Lake City. Utah

Law Departinent 701

Order Denving
Lxtension of Time for Divestiture

Lirst Security Corporation. Salt Lake City, Uiah
CESC™), a bank holding company  within the
meaning of the Bank Holding Company  Act
(*"Act™), has tendered an application for  the
Board™s approval under § 4cx8) of the Act (12
ULS.Co 8 I843(C)8Y and § 225 .4Db)2) of the
Board’s Regulatton Y (12 CEFR § 225 4(h)(2)). to
retain 100 per cent of the voting shares of First
Seeurity Savings and Loun Association, Pocatello,
Idaho (" I'SS&L."), a company cengaged in the
business of operating a savings and loan associa-
tion. Although F'SC s subject to an outstanding
Order of the Bouard 1o eflect divestiture of I'SS&I .,
it has not done so. and it is apparently of the view
that the tender of the application tolls the time
for divestiture. Por the reasons set forth below,
the Board denies any further extension of the time
for divestiture of IFSS&T. by I'SC, and, accord-
ingly, will not process the wendered application.

FSC s a multi State. multi-bank holding com-
pany whose predecessor (4Old FSCT) was orga-
nized in 1928, Old FSC was. at the time of the
cnactiment of the Bank Holding Company Act of
1956, cngaged in both banking and nonbanking
activities (including the operation of FSS&LL) in
the States of 1daho, Utali. and Wyoming. As a
result ol the 1956 Act. Old FSC was required to
divest ol its impermissible nonbanking activities,
including FSS&L.. However, these activities were
held until 1959 when Old F'SC took steps to divide
its bank and nonbunk assets (the latter including
FSS&L) among two corporations  1'SC. which
came (o hold the bank assets, and First Sceurity
Investment Company (" FSIC™ ). a company hold-
ing the impermissible nonbank activities of Old
HSCL The division was accomplished through a
pro-rata ““spin-oll™ of the company controlling the
bank asscts. Following this “spin-oft™" there ex:
isted and continued to exist not only a substantial
identity of ownership, but significant oflicer and
director interlocks between FSC and FSICL!

On September 30, 1969, FSIC contracted to sell
ESS&L. 1o ULLP. Corporation, Milwaukee. Wis-
consin (UIP™) 2 contingent upon UIP obtaining
the necessary Pederal Home Loan Bank Board

"ESC and FSEC had the saame president and chiel execative
otficer, ot three of FSICTs directors were on the howd ol
LS,

U was o diversitied non opetating: holding company en-
paged I the tinanee and idostrial fields
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(““FHI.BB") approval. The contract ol sale pro-
vided that an escrow agent, First Security Bank
of Utah, N.A, Salt Lake City, Utah, IFSC’s own
lead bank, would hold the shares of FSS&I. pend-
ing consummation of the sale. The contract further
provided that thc cscrow agreement was o be
terminated on June 30, 1970, if regulatory ap-
proval were not obtained.

On April 1, 1970, while the UIP application
for FHLLBB approval was still pending and FSIC
was still the owner of the FSS&L. shares, FSIC
and FSC merged. FSC thereby became the owner
of FSS&L’s shares in clear violation of the Bank
Holding Company Act® It was not until six
months later, on September 30, 1970, that the
FHLBB denicd UIP's application to  acquire
FSS&l.. Following that denial, the escrow was
terminated, and all rights with respect to the
FSS&L. shares reverted to the merged company.

In June 1971, after the Federal Reserve Bank
of San Francisco became aware of the unlawful
reacquisition of FSS&L by KESC, it advised FSC
to divest FSS&ILL ras soon as possible.” Tater in
1971, however, FSC filed an application with the
Board for permission to retain FSS&L.. On August
21, 1972, the Board returned this application
without acting upon it and directed I'SC to initiate
steps to dispose of FSS&L ‘“as soon as practica-
ble.”” In its letter the Board stated that it had
decided not to include operation of a savings and
loan association on its list of permissible activities
at that time. FSC has nevertheless continued to
retain its ownership of FSS&L.

Based on the foregoing and other facts of
record, the Board has determined that FSC has
held FSS&IL. in clear violation of the Act since
the merger of FSC and FSIC in April 1970.
Because of this violation, the separation of FSC’s
banking and impermissible nonbanking asscts that
was required when the Act was passed in 1956
has been frustrated. For the Board to extend the
time for divestiture further, or to consider approv-
ing retention of FSS&I. by FSC would serve only
to encourage violations of the Act and delays in
cffecting divestiture by other bank holding com-
panies. Accordingly, ESC is denied any further
extension of the time for divesting FSS&L. and
is hereby ordered to divest itself of any and all

By this merger, FSC apparently also violated § 408(e) 1)
(B) of the National Housing Act, 12 U.S.C. § 1730atex(1)
(B), inasmuch as the merger resulted in FSC becoming a
savings and loan holding company without prior approval of
the FHILBR.

dircet or indirect interest in and control over
I'SS&I. by no later than November 1, 1976, FSC
is further directed to file a plan of divestiture with
the Board by no later than September 15, 1976.
Divestiture shall be accomplished in such a manner
that ncither FSC nor any successor thercto will
exercise or be capable of exercising any direct or
indirect control or controlling influence  over
FSS&I., its management or policies.

By order of the Board of Governors, cllective
July 30, 1976,

Voting for this action: Vice Chairman Gardner and
Governors Wallich, Partee, and Lilly. Absent and not
voting: Chairman Burns and Governors Coldwell and
Jackson.

(Signed) Grirrira .. GARWOOD,

|SEATL] Assistant Secretary of the Board.

Mellon National Corporation,
Pittsburgh, Pennsylvania

Order Approving
Acquisition of Local Loan Company

Mellon National Corporation, Pittsburgh, Penn-
sylvania, a bank holding company within the
meaning of the Bank Holding Company Act, has
applied for the Board’s approval, under §4(c)}(8)
of the Act (12 U.S.C. §1843(c)(8)) and
§225.4(b)(2) of the Board’s Regulation Y (12CFR
§225.4(b)(2)). to acquire 100 pereent of the voting
shares of Local TLoan Company (**Local’”), Chi-
cago, lllinois, a company that, directly and
through 19 wholly-owned subsidiarics, engages in
the activities of a consumer finance company by
making secured and unsecured consumer instal-
ment loans and by purchasing consumer instalment
sales finance contracts. Local also acts as agent
or broker for the sale of credit lile, accident and
health insurance, directly related to its extensions
of credit. Such activities have been determined by
the Board to be closely related to banking (12 CFR
§§225.4(a)(1) and (9)).

Notice of receipt of the application, affording
opportunity for interested persons to submit com-
ments and views with respect to the proposed
transaction, was published in the Federal Register
(39 Federal Register 42719) on December 6,
1974, By letter dated January 6, 1975, Mr. An-
thony R. Martin-Trigona (**Protestant™"), Chicago,
lllinois, requested the Board to hold a formal
hearing on the subject application. Applicant re-
sponded by challenging the timeliness of Mr.
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Martin-Trigona’s request for u hearing and his
standing.  Following an  exchange  of - corre-
spondence and an informal hearing concerning Mr.
Martin-Trigona’s standing, the Board, by Order
dated July 28, 1975 (40 Federal Register 33072),
directed that a public hearing be held with respect
to the application, the issuc to be considered at
suid hearing to be whether the proposed acquisition
can reasonably be expected to produce benefits to
the public, such as greater convenience. increased
competition, or gains in cefliciency that outweigh
possible adverse effects, such as undue concentra-
tion of resources, decrcased or unfair competition,
conflicts of interests. or unsound banking prac-
tices. While the Board was skeptical concerning
Mr. Martin-Trigona’s claim of standing as a pos-
sible entrant into the consumer {inance business,
the Board expressly reserved  judgment on that
question and determined to permit Mr. Martin-
Trigona to participate in the hearing,

The hearing, held in accordance  with  the
Board's Rules of Practice for Formal Hearings (12
CER Part 203), commenced on September 3,
1975, in Washington, I>.C.. with proceedings held
thereafter on Seplember 4-6. 29 and 30, October
[-3. 6-7. 9 10, and November 11, 1975, On
November 24, 1975, the Administrative  Law
Judge, over Protestanmt’s  untimely  objection,!
closed the proceedings. A substantial record on
the application was developed through extensive
cross-examination by Protestant of - Applicant’s
witnesses and through numerous exhibits submit-
ted by all parties to the proceedings.

In a Recommended Decision dated March 11,
1976, the Administrative Law Judge concluded
that consumimation of the proposed acquisition of
Local by Applicant **can reasonably be expected
to produce benetits o the public that outweigh
possible adverse citects within the meaning of
section 4Hey®) of the [Bank Holding Company]
Act.”” Accordingly. the Administrative Law Judge
recommended that the Board of Governors ap-
prove the subject application.

The Board, having considered the entire record
of the hearing, including the transcript. exhibits,
rulings, briefs filed in connection with the hearing,
and the Recommiended Decision filed by the Ad-
ministrative F.aw Judge, together with Protestant’s
Exceptions and Applicant’s and Board Counsel’s

TSee Appendix to this Order, p. 709,

response thereto, has determined that the Admin-
istrative Law Judge’s findings of fact, conclusions
and recommendations, as modified and supple-
mented herein, are fully supported by the evidence
of record and should be adopted as the findings
arl conclusions of the Board. Accordingly, the
Board now muakes its findings as to the facts, its
conclusions drawn therefrom, and its Order.?

Applicant is the largest banking organization in
Pennsylvania and the sixteenth largest banking
organization in the United States. Applicant con-
trols Mellon Bank, N.A., Pittsburgh, Pennsyl-
vania, (*'Bank’”), which holds domestic deposits
of $5.1 billion, representing approximately 12 per
cent of the total deposits in commercial banks in
Pennsylvania.® Applicant controls no other bank-
ing subsidiaries but does control nonbanking com-
panics cngaged tn equipment leasing on a full
pay-out basis, rcal estate financing and mortgage
banking.

Local, the seventieth largest consumer finance
company in the country in terms of capital funds,
is o moderately sized, multi-regional consumer
finance company with net consumer finance re-
ceivables  of  $82.4  million.  Local  engages
principally in making dircct instalment loans to
individuals. Of its total receivables, 82 per cent
are derived from this activity. ‘The balance of its
receivables consist of purchased consumer instal-
nmient sales finance contracts.

Local operates 124 oftices in twelve States,?
with approximately 55 per cent of its business
generated in the four western States of California,
Colorado, Oregon, and Washington in which
Local has 72 of its oflices. Local derives an addi-
tional 30 per cent of its business from the States
of Ilinois and Wisconsin, in which it has 32
oflices. The balunce of Local’s business is derived
from 20 offices in Florida, Indiana, Kentucky,
Minnesota, Nebraska, and New York.

The relevant product lines to be considered in
evaluating the competitive effects of this proposal
are direct personal instalment loans and purchased
consumer sales finance contracts. The geographic

? Profestant’s numerous objections to the manner and conduct
of the administrative proceedings as well as certain other
matters raised by Protestant in motions and petitons to - the
Board are dealt with in the Appendix to this Order. The
Appendix is incorporated herein and made a part of this Order.

Fnless otherwise noted, all linancial data are as of June
30, 1075,

YIn lour States (Calilomia. Hlinois. Kentucky, and Indiana),
1.ocal solicits duect consumer loans by mail through its sub-
sidiary, Marlo Finance Company.
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market for direct personal instalment loans is con
sidered 1o be local in nature.™ Although it is
possible to cengage in the purchasing ol sales
linance contracts over an unlimited  geographic
arca, Local generally  purchases such contracts
from dealers located in Local’s service arcas as
a4 means of atlracting new customers for its direct
loan services. In view of the limited natre of
Local’s  credit-related activities,  the
Board finds that no significant existing or potential
competition with respect to such insurance activi-
ties would be eliminated upon consununation of
this proposal.

Applicant, through the 102 branch offices of
Bank. makes substantially all of its consumer loans
in the six-county metropolitan arca of Pittsburgh,®
some 350 miles distant from the closest Local

Insurance

service arca. Bank also purchases consumer sales
finance contracts rom dealers outside its market,
Howcever, none of these dealers. except for mobile
home servicing companies,” is located in any of
the markets Local serves. As of June 300 1974,
Bank’s total consumer credit extensions wmounted
o $360 million, representing approximately 4 per
cent of its total assets and 9 per cent of its total
founs. Of this amount, about $1 million (including
both dircet consumer loans and purchased sales
finance contracts) or less then .5 per cent of Bank’s
total consumer credit resulted from loans extended
to residents of Local’s markets. In addition, none

“Protestint has exeepted o the Administrative Faw Judpe’s
acceptance ol ApplicanCs delmeation ot Local’™s 4% service
ographic

arcas iy overbroad. coutending that the retevant s
markets are the narrowly localized or direetty impacted areas.
The Bourd is satislicd from it review ol the technigue Appli
cint used to define the menkets that the: Admimshative Law
Tudpe™s findings as to the geoptaphic boundares of the nuukets
are substantiably cotrect. Inthis repand, the Bowd has pre
viously determined consuuer financee markets 1o be rouphly
cquivalent o commercial banking. markets. Measted apainst
this standard. the Administative Faw Judge’s market detini
tions appear incertain cises 1o be oo murow. tather than as
Protestant suppests overbroad  With tespact 1o the Adminisua
tive Law Judpe’s delinition of the Los Angeles, Califorma
market, to which Protestant specitically obecis the Board has
previotsly detenmined that market ta be even roader than that
lound by (he Administratine [aw Judge  Inoany event. any
crror in man kel delinition is viewed by the Board as ine
nificant in Tight ot ats Lindings with tespeat (o the over

all
competitive ellects of the proposal,

SApplicants subsidliary Mellon National Mortgage Company
of Ohio, while engaped primarily in mortpage banking . also
cngages o very lmited extent (less than 1 opaer cent ol ils
total assets) in consuner loan activities through its second
mortgape lending opetations. Al of these Toans ate on proper
ties located m Ohio, and Tocal has no ket that extends
into Ohio.

“Local does not operate - this product sub market

ol these consumer foans was directly solicited by
Bank. but rather was the result of Bank borrowers
moving from the Pittsburgh banking market to a
Local service arca or resulted from credit accom-
modations being granted to users of Bank’s other
services residing in Local™s markets. Thus, since
there is no meaningful geographic overlap between
the services offered by Applicant and Local. con-
swmmation of the proposal would not ¢liminate
any significant existing competition in any relevant
market,

With respeet to the question of whether con-
summation ol the proposal would climinate any
significant competition in the future, Applicant has
evidenced within the past few years a desire 1o
expand its activities. "This has been manifested in
its establishment of a corporate management tcam
1o plan and guide expansion, the sizcable growth
and diversilication of the subsidiary bank’s activ-
tties both domestically and in the forcign arca, and
Applicant’s entry. cither de novo or by acquisition,
into a number of nonbanking endeavors. Further-
more,  considering  Applicant’s
sources, s stated view as to the importance (o
its structure of & consumer finance subsidiary, and
the relatively Tow barriers to entry into the in-
dustry, the Board believes it reasonably likely that.
absent approval of the instant application, Appli-
cant might well within the foresceable future enter
the consutier tinance business. il not de novo”
then through the aequisition of one or more smaller
consumer finance companies. coupled with some
de nova expansion.

extensive  re-

In this connection, the Bourd does not agree
with the Administrative Law  Judge's  charac-
terization of Applicant’s proposed acquisition of
Local as a foothold entry into the consumer linance
industry. While lLocal is clearly not one of the
larger firms in the industry as a whole. it is one

Applicant has submited evidence mdicating that adthough
it has studied in detadl the feasibiliy ol o de novo entry into
the industuy. i has tejected such entry as unwise and npradent
because ot the need (o hire and train a kuge stall. the problems
and dithicatiies ol locating prowth sites for oflices, beensing
requirciments. it kieh of expericnee in the industry. and the
sipnificant tunds and time required o implement such entry,
much less reach o breakeven point, The Administiative aw
Judpe concluded that the recond would not wattant i finding
that Applicant should be pereeived as o de novo entrant mto
the industy. However. Applicant’s study and rejection ol de
novo cntry o the consumer linance indusiey does not preclade
Appheant’s eniy by foothold acquisition, Indeed, tollowing
teection ol e novo entry . Applicant’s cotporate planning
gronp considered and studied  the acquosition: of - some 15
consnmer inance companies prior to tocosing: attendon apon
[.ocal



of the larger of the few remaining independent
consunmier finance companies in the country. In
addition, Tocal has achieved @ more than insig
nhicant presence among consumer finanee compa
nies in certain of the markets i which it aperates.”

While the Board cannot conclude that Appli-
cant, absent approval of the instant application.
would enter any particular market cither e novo
or through acquisition ol w smaller consumer fi-
nance company, the Board is nevertheless ot the
view that consummation of the proposal would
result in the elimination of some potential compe -
tition. However, that loss is regarded by the Board
as very slight, since Applicant will not pain a
substantial share of the consumer loan business
in any of the markets presently served by Local
and in view of the size and large number of
financial institutions already competing i these
markets as well as the number of available poten
tial entrants and the low barriers 1o entry.

Each of the markets in which Local operates
coltains - numerons  competitors, including  in
nearly all cases many of the largest consuner
finance companies in the United States as well as
other {inance companies larger in receivables and
capital funds than Local. Morcover, in cach of
its markets Tocal competes with o sipnificant
number ol credit unions and commercial banks.
As aresult., Local™s share of the individual markets
in which it operates is small. ranging: from .21
per cent to R 38 per cente with o median of 1,37
per cent. Inthe Los Angeles and Chicago markets.,
from which Local derives about 30 par cent of
its receivables and in which it operates 31 oflices.
[.ocal’s share ol the consurner loan market (In
cluding direct consumer loans and purchased con
sumer sales finance contracts) is F7 per cent and
< per cent. respectively. nno market doces Tocal
appear to have a dominant position in any product
linc in which it operales.

As discussed more fully below. any adverse
ctiect of the proposal on potential competition is
further and substantially mitipated by the lack of
competitive aggressiveness exhibited by Local's
present management and policies.'™ and the fact

MW he Local™s prese i e inmony Consumet Hnance conpgknies
s viewed as more than msganiicant i ocertain ol s markets,
Local™ shiue ol the constumeer Joan business in any sich market
ts smalt becatse of the additonal compention frome banks and
credit untons

e oview of Local’s atmost complete Tack of  gcopaphic
vxpansion over the Jast decade o mores the Boasd condludes
Mt Loval should not be perecived as o potential entint into
Bank™s market

Law Department

that the acquisition, which constitutes Applicant’s
initial entry into the consumer finance business,
will provide it with expertise and a market position
from which o successtully and vigorously com.
pete in the industry and thereby, in the Board's
view. increase competition and serve the public
terest.

The Board notes that Bank., as ot June 30, 1974,
had credit commitments ol $456 million and loans
outstanding of S8 million © 59 consumer fi-
nance companies, some of which compete with
Local. Since Applicant has assured the Board that
Bank’s lending, policies toward such companies
will not change if the application is approved, the
Board concludes that conswmmation of the pro-
posal will not result in any untair competition.

With respect to whether consummation of the
proposal would involve an unsound banking prac-
tice. the Administrative Law Judge concluded that
both Applicant and Local were prudent and con-
servative institutions and that approval of the ac
quisition would not leid to unsound  banking.
Protestant argues. without any apparent or speci-
ficd support i the record. that the proposed ac-
quisition and Applicant’s prowth plans for Local
will adversely allieet the capital position and carn-
ings ol Applicant.

As of June 30, 1975, Applicant had total asscts
of 59.2 billion and cquity capital and valuation
reserves of 698 mitlion. hs carmings for the tirst
hall” of 1975 were S33.7 million, an increase of
1.5 per cent over the comparable 1974 period.
Applicant’s ratio of cquity  capital 1o non-cash
assetls is 9.5 per cent. which is the second highest
of the thirty largest bank holding companies in
the country. Applicant’s ratio of cousolidated lia
bilities to equity capital and valuation reserves is
12.2:10 and is considered by the Board o be
conservative. During the live year period ending
December 31, 1974, Applicant’™s  consolidated
assets increased by 90 per cente its consolidated
net income by 26 per cent, its domestic and foreign
deposits by 71 per cent. and its total equity capital
by 21 per cent. During the samie period, Applicant
nuintained one of the highest equity to asset ratios
of the nation™s large bank holding companices.

Applicant also ranks high among comparable
bank holding companies in terms ol certain other
penerally accepted standards for measuring capital
adequacy. carnings performance and loan loss
coverage and experience. In 1974, Bank. which
accotmits for about 96 per cent of  Applicant’s
consoliduted asscts. was first among the nation’s
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[8 bunks with deposits in excess of §5 billion in
terms ol ity ratio of carnings to assets. In this
eroup. Bunk also had the second highest ratio of
cquity capital and reserves o assets and to risk
assets, and the highest toan loss coverage and
lowest tatio of net charge-olls to total loans. Dur-
ing the period 1970- 1974, Applicant’s ratio of net
charge-ofls to average loans outstanding was 16,
the tourth lowest in its peer group.

Apphcant proposes to pay $30 million in cash
For 10O per cent o Local's outstanding stock from
funds already wllocated by Applicant for this pur-
pose and derived from its sale in March 1974 of
$ 125 million in cupital notes. Focal, an established
and consistently profitable business.'' had., as of
June 300 1975, total consolidated assets of 593
million. including $82 .4 miillion in net veceivables,
total cquity capital of $28.6 million, and an al-
lowance for loan losses ol $5.9 million. Local is
a well capitalized institution, with adebt o equity
ratio (exclusive of loan loss reserves) of 2,301,
which is signilicantly lower than the  industry
average or the average for consumer loan firms
of comparable size. In these circumstances., Ap
plicant’s acquisition of Local il its plans to
expand Local’s lending operations by approxi
mately 100 per cent over a five-year period. while
maintaining o debt to equity ratio no higher than
the constmer loan industry average. would not,
in the Board™s opinion, significantly aflect Appli-
cant’s capital position. '

Morcover. according o Applicant, the proposced
acquisition does not involve a high business risk
and is a pradent way for it 1o enter the consumer
finance industry because of the small premium
involved in the proposed acquisition, the high
quality of Local’s receivables resulling from its
conservative loan policies, Local’s more than ade-
quate loan loss reserve, and the ability and experi
ence of Local’s management. Applicant™s assess-
ment of the quality of Local’s receivables and the
adequacy of its Toan foss reserve is fully borne
oul by the fact that Tocal™s loan reserve as a
pereentage of s net reecivables (4.7 per cent) is
significantly higher than the industry average (3.9
per cent) or the average for consumer  finance
comparnies of Local’s size (3.4 per cent). while

A disenssed herematier, Tocal’s profits huve, however .
been deciming morecenrt vears.,

YAppheant acknow ledpes that us prowth plans tor Tocal
will be wempered and coordimated with the needs and regune:
mients of s other subsdigies, pacticatar!y Bank .

Local’s rate of net loan write-otls has been less
than average from 1970 through 1973, In addition,
Local’s loan loss reserve has in recent years been
more than adequate to cover its actual loan losses,
despite Local’s policy of charging ofl as worthless
at year end generally all instalment receivables on
which no payment has been received in the 90-day
period ending November 30 of cach year.

In connection with nianagerial considerations
the Board notes that Local’s present management
has demonstrated its ability to operate a conserva-
tively run and profitable institution in a highly
compelitive industry. ‘The acquisition will not,
therefore. constitute @ drain upon  Applicant’s
managerial resources and witl provide Applicant
with a competent and experienced management
upon which to base its growth plans for Local.

In view of the foregoing and other facts of
record, the Board concludes that the overall finan-
cial aspects of the proposal are not adverse and
that consumimation of the proposal, as the Admin-
istrative Law Judge correctly found, will not in-
volve unsound buanking practices. The Board is
also of the view, from its examination of the
evidence of record, that consummation of the
proposal will not result in an undue concentration
of resources, contlicts of interest or any  other
advearse effects on the public interest.

As the Administrative Law  Judge  correctly
points out. in order for the Board to approve an
acquisition under §4(cX8) of the Bank Holding
Company Act, it must determine that approval can
“reasonably be expected to produce benelits to the
public such as greater convenience.  inereased
competition, or gains in elliciency that outweigh
possible adverse effects, such as undue concentra-
tion of resources, decreased or unfuir competition,
contlicts of interests or unsound  banking prac-
tices.”" Thus, the basic balancing test of §4(¢)(8)
requires a showing of positive public benefits that
outweigh any possible adverse cffects associated
with the proposced acquisition.

In seeking to mecet its burden of demonstrating
that the proposed acquisition witl be in the public
interest, Applicant asserts that consummation of
the proposal would result over a five-year period
ina 100 per cent expansion in Local’s consumer
leuding activities with a corresponding increase in
competition and greater convenience to the public.
Applicant contends  that these results can be
achieved through peographic expansion and a sig
nificant broadening of the types of services Local
alfers the public. Applicant proposes to market
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more aggressively the small direct loans currently
being made by Local and, at the same tune. to
expand the volume of larger size und longer matu-
rity direct loans in Local’s portfolio by olfering
a wide variety of new consumer loans and services
such as loan  consolidation  programs, sccond
mortgage loans, mobile home loans, recreational
vehicle and boat loans, insurance premium fin-
ancing. and home maodernization loans. Applicant
also proposes to open de novo some 50 1o 57
consumer loan oftices within the next five years.
within the States where Tocal presently operates.,
A majority of these new offices will be in markets
not presently served by Local.

Additonally, Applicant contends that consum-
mation of the proposal will provide lLocal with
ready access o funds at generally lower rates und
with greater assurance of availability, primarily
through Applicants access 10 the conunercial
paper market. TLocal currently does not utilize
commercial paper markets, but relies for short-
term financing primarily on bank loans. which is
generadly slightly more expensive than commercial
paper operations. Finally, Applicant contends that
consummation of the proposal will avoid a signif-
icant reduction in the number of Local™s oftices
and the amount of its outstanding receivables. This
contraction in operations has been planned by
Local’s management as a method both to improve
Focal’s declining profitability and, following the
death of Mr. Fred B. Snite, Local’s founder and
controlling stockholder.'® to provide his eslate
[through redemption of Mr. Snite’s Logal stock]
with the necessary liquidity to meet an estate and
inheritance tax liability.

In his Exceptions to the Recommended Deci-
sion, Protestunt asserts that the proposed public
benefits were fraudulent and designed to induce
approval of the application.”™ " In addition, Pro-

BN Soie. presently 91 years ol ape, owns individually
28.0 per cent ol Local™s outstanding. capital stock and, through
his private foundation, members ol his immediate family and
refated trustsy control an additional 70 per cent,

HProtestant’s asseron is based primanly upon the contiasts
between Applicant’s plans lot Local as set lorth inits applica
tion to the Board and certain assumptions underlying linancial
projections Tound it a posttion paper presented to Applicant’™s
Board ol Ditcctors at the time Applicant™s Board approved
Local’s acguisition. The projections in the position assuimed
an expansion of Local™s receivables by 100 per cent without
the establishment of new  offices or services, a0 sipmilicant
reduction in Local’s cash and foan foss reserve, and e inime:
disue dividend payment to Applicant of T ocal™s excess capital,
with a conconitant increase m Local’s debt o equity rato
to B:1. The postion paper, however, does not parpont o
represent Applicant’s plan for Local. 1t was prepared in ad-
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testant argues that Local presently is offering or
could offer the additional services proposed by
Applicant, and that, in any cvent, the benelits
proposcd to flow from the acquisition will e
to the benelit ol Applicant and [ocal rather than
to the public.

The Board has carcfully reviewed the evidence
olfered by Applicant 1o support its claimed public
benefits, including the testimony of Mr. Barnes,
Applicant’s vice president in charge of corporate
planning, that the application before the Board
fully represents Applicant’s plan for Local, the
testimony of Mr. Kalchik, Local™s president. that
he anticipates substantial growth in Local’s opera.-
tions upon its allitisiion with Applicant. and the
application itself, the exceution and delivery of
which were authorized by Applicants Board of
Directors. On (he basis of its examination of the
record and moagreement with the Administrative
Law Judge's findings on this point, the Board
concludes that the evidence of record reflects a
lirm policy commitment by Applicant 1o Local’s
growth to be achieved through more aggressive
marketing of the services Local presently ollers,
introduction of new consumnier loan services, and
de novo expansion into new geographic markets.
Such growth in Local™s operations can reasonably
be expected to result in increased competition in
the consumer finance industry and benefits to the
public, including increased convenience and im-
proved services. Morcover, the Board is ol the
view that this proposed expansion in Local’s ser-
vices 1o the public is not likely to occur absent
approval of this application.

Local’s management is presently dominated by
the highly conservative and nonexpansionary poli-
cies of Mr. Saite. According to Mr. Kalchik,
Local’s president, these policies, which have pre-
vented Local from expanding geographically und
into new service lines, have placed Local at a
competitive disadvantage within the consumer (i-
nance industry, as evidenced by a decline in its
profits and efliciency and inadequate service to its
markets. Again according o Mr. Kalchik, this
situation is not likely to improve, absent Local’s

vance ol the application solely to assist Applicant’s Board in
assessing the merits of the acquisition In the Board™s view,
the Admmisteative Law Judpe properly determined that the
discrepancies betwecn the position paper’s assumptions and
Applicants {ormul proposal as retlected inits application (o
the Bowd are logically esplomed as cvolutionmy stages in
Appheant’s plan tor 1T.ocal
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sale to Applicant in light of Mr, Snite’s attitude
and since the other members of Mr. Snite’s family,
who are not active in the company’s manage-
ment,"™ are interested in security and carnings
rather than in the development and growth of
Local. The Board’s review of the record indicates
that Mr. Kalchik’s view as to Local’s present
position within the consumer finance industry is
correct, that Local is essentially a delensive, non-
aggressive competitor. This is demonstrated by
[.ocal’s highly conscrvative loan policies, its lower
than average growth rate, its less than average net
income per oflice, and principally by the fuct that
l.ocal has not ¢xpanded into new product lines
within the past few years or entered a new State
since 1945, a new market arca since 1953, or
opened a new ollice (as opposed 10 a spin-ofl’ of
accounts from an existing oflice) since 1959,

[n these circumstanees, the Board concludes that
substitution of Applicant, which is committed to
a policy of revitalization and growth in the vol-
ume, scope and character of Local's services o
the public and which has the financial resources
10 adequately support that growth. for Local’s
present owners represents a public benefit sufficient
in and of itself to outweigh the slightly adverse
effects associated with the proposal .t

I'urthermore. aftiliation with Applicant would
provide local with access to a broad range of
financial services, including the commercial paper
market. While industry  statistics  indicate  that
commercial paper represents approximately 18.8
per cent of the total Habilitics, capital and surplus
of consumer loan companies, Local has been
principally dependent upon bank loans for short-
term financing. Applicant’s plan to rely exten-
sively on commercial paper for F.ocal’s short-term
financing should result in the long run in less costly
debt financing as well as an increase in Local’s
loanable funds. Aflliliation with Applicant will also
provide Local with access to a stall’ sophisticated
in planning, marketing, financial analysis and

ceonomics  which, as the Administrative  law

ipixeept for Focal’s vice-chaimian who is aboul to retire.

"While Local may. as Protesiant suggests, presently posscess
the ability 1o provide new services and enter new matket arcas,
the record is vlear that ithas not in fact done so. Nor is there
any reason to o believe that, absent approval ol the  instant
application, Focal would alter in any material respect its
nonexpansionary policies. On the contrary, as discussed more
fully below, Locul’s management has Tormulated a plan to
signiticantly contract Local’s operations in the event this apph-
cation 18 denied.

Judge found, should strengthen Local’s competi-
tive position within the consumer finance industry.

Consummation of the proposal would also avoid
the significant contraction in Local’s operations
planned by Local’s management as a method to
improve Local’s declining  profit - performance
through climination of some 26 of Local’s less
profitable offices and tightening of Local’s credit
standards to reduce loan losses. The plan formu-
lated as an alternative to afliliation with Applicant
contemplates the reduction of Local™s stafl by 140
and its net receivables by approximately $20 mil-
lion and is cxpected to result in an increase in
its prolits from $446,000 to $714.000. The pro-
posed contraction in operations would also enable
Local after Mr. Snite’s death to redeem Mr.
Snite’s stock while maintaining Local’s tradition-
ally low debt to equity ratio.

Protestant coutends that such a contraction in
Local’s operations will not occur and that Local’s
loan agreements prohibit such a course of action.
While local’s loan agreements prohibit a reduc-
tion in Local’s liquid net worth below a certain
amount, they do not prohibit the planned closing
of its less profitable offices or a reduction in its
receivables. Morcover, since at least 19606, Local’s
agreements with its lenders have contemplated and
expressly permitted a significant redemption of
Local’s stock after the death of Mr. Snite for the
purpose of making available to Mr. Snite’s estate
funds for the payment of his estate and inheritance
taxes. Local's recent loan agreements linut the
amount of such a redemption to $8 miltion.'?

The Board is satisfied from its review of the
evidence of record, including the testimony of Mr.
Kalchik concerning Local’s need to consolidate its
operations to improve its efliciency and its carn-
ings, with the correctness of the Administrative
Law Judge’s finding that the planned contraction
of Local’s operations is not a ““mere sham'”, as
Protestant argues. In this regard, the Board notes

YLocils loan agreements do. however . as Protestant points
out, require the redemption payment to be made in ten equal
and annual iostalments in the event Mr. Snite’s estate and
imheritance taxes could under §60166 of the Internal Revenue
Code ol 1954 be paid in such instalments Ty 1he event §6106
wete applicable, the Tact that the redemption of Mr. Snite’s
stock would take place over o ten-year period rather than at
one point in time does not mean, as Protestant arpues,  thal
the planned contraction in Local™s operations is prohibited or
would not occur. The Board notes that the planned contraction
in [ ocal’s operations does not rest solely on Local’s need to
provide Liquidity to Mr. Saite’s estate but also upon Local’s
need o improve its declining carnings.,
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that the plan Local’s management has formulated
to increase Local’s carnings is not at all unrea-
sonable in view of Local’s rejection of growth and
expansion and its lower than average ratios of net
income per office and receivables per employcee.
Since the proposed contraction in Local’s opera-
tions would result in a decrease in Local’s services
to the public as well as a decrease in the amount
of competition within the consumer finance in-
dustry, the prevention of that contraction through
consummation of Applicant’s proposal represents
a further benefit o the public.

During the course of the hearing in this matter
and in a collateral lawsuit challenging the conduct
of these proceedings, Protestant raised a question
concerning the environmental impact of Appli-
cant’s proposal. In view of the nature and cxtent
of the activities involved in Applicant’s proposal
and the fact that the proposal involves merely a
transfer of the ownership of Local and its presently
existing 124 oflices. the Board concludes that its
approval of the instant application would not con-
stitute a major Federal action significantly atfect-
ing the quality of the human environment within
the meaning of section 102(2)(C1) of the National
LEnvironmental Policy Act of 1969 (42 U.S.C.
§4332(2)(C)). Thus, the Board has determined that
the requirements of that section are inapplicable
to the Board’s action in this casc.

With respect to Applicant’s plans to establish
de novo 50 new Local oflices in as yet unspecitied
locations over the next five years, the Board notes
that its action on this application does not consti-
tute approval of the opening of those offices. Under
the Board’s Regulation Y (12 C.F.R. §§225.4
(b)(1) and (¢)(2)), Applicant must obtain the
Board’s approval prior to establishing any such
individual offices. However, since those oflices
will be located in leased premises on already
established commercial sites, where there exists
a probable public need or demand for the services
offered by such oflices and considering the low
volume and essentially non-cnvironmental nature
of such services, the Board does not believe that
any action it may take on those future applications
would constitute a major Federal action signifi-
cantly affecting the quality of the human environ-
ment.

On the basis of all the facts of record, including
Applicant’s commitment to and ability to support
an cexpansion of Local by means of new and
improved services o the public, the Board has
determined that the balance of the public interest

factors the Board is required to consider under
§4(c)(8) of the Bank Holding Company Act is
favorable. Accordingly, the application is hereby
approved. This determination is subject to the
conditions set forth in §225.4(c) of Regulation Y
and to the Board’s authority to require such modi-
fication or termination of the activities of a holding
company or any of its subsidiaries as the Board
finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s
regulations and orders issued thereunder, or to
prevent evasion thereot.

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

By order of the Board of Governors, effective
July 19, 1976.

Voting for action: Vice Chairman Gardner and Gov-
crnors Wallich, Coldwell, Jackson, Partee, and Lilly.
Absent and not voting: Chairman Burns.

(Signed) J. P. GARBARINI,

[stal) Assistant Secretary of the Board.

Appendix

In his Exceptions to the Administrative Law
Judge’s Recommended Decision and by various
motions and petitions to the Board, Protestant has
raised a number of objections to the manner and
conduct of the administrative proceedings and has
requested the Board to vacate the Recommended
Decision, remove the Administrative Law Judge
and remand the application for “‘proper proceed-
ings.”” In particular, Protestant asserts that in the
conduct of the hearing duc process was violated
as a result of the refusal of the Administrative Law
Judge and the Board ‘‘to allow [P] rotestant to
present his case or indeced to present any case in
rebuttal to [Alpplicant’s case’ and by their further
refusal to order the production of certain docu-
ments and witnesses requested by Protestant. In
addition, Protestant contends that duc process was
further violated by “‘repeated ex parte contacts on
behalf of [Alpplicant to the Board staff and the
examiner, and {urther violated when the Board,
staft and examiner refused to disclose the extent
of these ex parte contacts.”’

The Board has carefully examined the record
of these proceedings and finds that they were
conducted by the Administrative Law Judge fairly,
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properly. and in full compliance with both the
requirciients and spirit of the Administrative Pro-
cedure Act and the Board’s Rules of Practice for
IFormal Hearings and that in no respect was Prot-
estant denied a fair hearing. Accordingly and for
the reasons set out hereinafter, the Board aflirms
in all respects the Administrative Taw Judge’s
conduct of the proceedings and denies Protestant’s
requests to vacate the Administrative Law Judge’s
decision, remove the Administrative Law Judge.
and remand the application for additional pro-
ceedings.

Protestant’s contention that he was denied the
opportunity to present his case is apparently based
on the series of events surrounding the Adminis-
trative Law Judge’s rulings on November 7 and
11, 1975, denying Protestant a postponement of
the hearing from November 11, 1975 until De-
cember 8, 1975, and the Administrative lLaw
Judge’s decision on November 11, 1975, to pro-
ceed with the hearing to its close following Protes-
tant’s withdrawal from the hearing room after his
request for a postponement was denied. Those
events oceurred generally as follows.

At the close of the thirteenth day of hearings,
on October [0, 1975, Protestant requested  and
received a postponement of the hearing until Oc-
tober 21, 1975, because of health and business
reasons. On October 20, 1975, Protestant notified
the Administrative Law Judge that because of
health recasons he would not be able to proceed
on October 21, 1975, On the same date, Applicant
also sought from the Administrative Law Judge
a postponement ol the hearing. With the consent
of all partics to the proceeding, cxcept Board
Counsel, who objected to any further delays, the
Administrative Law Judge scheduled the hearing
to reconvene on November 11, 1975, and indi-
cated that the hearing would proceed thereafter to
its conclusion.

However, by letter dated October 31, 1975,
Protestant requested  of the Administrative Law
Judge a further postponement of the hearing from
November 11, 1975 until December 8, 1975,
because of business reasons and in order that he
might “‘reflect on and assess™ his position in the
proceedings. By Order dated November 7. 1975,
the Administrative Law Judge denied Protestant’s
request. The hearing reconvened on November 11,
1975, at which time Protestant renewed his request
for a postponement for the reasons stated in his
letter of October 31, 1975, and, in addition, be-
cause of the unavailability of Mr. Suskin, a Fed-

cral listate Tax expert and the only witness Prot-
estant had indicated he would call. The Adminis-
trative Law Judge denied Protestant™s request and
directed Protestant to continue with his cross-ex-
amination of Dr. Shay. Applicants final witness.
The Administrative Law Judge did, however, in-
dicate that the matter of postponements to obtain
expert testimony would be taken up at the time
Protestant was to proceed with his cuse.

Protestant then  informed the  Administrative
Law Judge that he intended to leave the hearing
room to prepare and file with the Board an appeal
from the Administrative Law Judge’s ruling and,
thereafter, to return to Hlinois for business reasons.
The Administrative Law Judge informed Protes-
tant that he could file his appeal with the Board
during the noon recess and advised Protestant that
the hearing would proceed in his absence. On six
separate occasions the Administrative Law Judge
directed Protestant to proceed with his cross-ex-
amination of Dr. Shay. Protestant refused to pro-
ceed and withdrew from the hearing room.! There-
after, the hearing continued with cross-examina-
tion of Dr. Shay by Board Counsel and the intro-
duction into evidence by Board Counsel of nu-
merous documents and exhibits. Applicant and
Board Counsel then rested their cascs.

On Novembher 12, 1975, the Administrative
Law Judge issued to all parties to the hearing a
notice to show cause by the close of business
November 18, 1975, why the hearing should not
be closed. At Protestant’s request, the time limit
o respond to the notice was extended to November
21, 1975, On November 24, 1975 the Adminis-
trative Law Judge closed the hearing and rejected

Similarly, during the course of 1he hearing session on
October 3, 1975, Prowestant withdrew (rom the hearing 10om
lollowing an adverse ruling lrom the Admimistrative Taw
Judge, without the Administrative Law Tudge™s permission and
despite the Adiministiative Law Judge’s duecton 1o Protestant,
repeated four times, to proceed with his cross exinmination of
Applicant's witness. On that occiasion, Protestant filed with
the Board’s Scorctiny o *Petition to the Board™ for special
permission to appeal roni the ruling of the Adminsirative Taw
Judge denying Protestant’s request that hearingt sessions not
be held on Saturdays, By Order dated October 8, 1975, the
Board denied  Protestant special permission 1o appeal  and
allivmed the anthority of  the Adminstrative Law Judge 1o
regulate the course and conducet ol the administralive proceed
ings  The hearing, session scheduled far Satueday, October 44,
1075, was cancelled when at the close of the hearing on Friday,
October 3, 1975, Protestant indicated that he had becomie ill
and planned to consult with a physician on Saturday morning.
Thereatter, no turther Saturday sessions were scheduled.



as untimely Protestant’s response to the Show
Cause Order.?

On November 13, 1975 Protestant filed with the
Board’s Sceretary a “*Petition to the Board™ seck-
ing special permission of the Board pursuant to
§ 203.10(¢) of its Rules of Practice (12 CFR §
263.10¢e)) to appeal **from the ruling or refusal
of the Administrative Law Judge to continue the
hearings to the week of December 8, 1975, By
Order dated November [8, 1975, the Board denied
Protestant special permission to appeal (40 Federal
Register 55720} on the grounds that the Adminis-
trative Law Judge’s decision involved a matter
committed to his sound discretion by both law and
regulation.

By undated motion received by the Administra-
tive Law Judge on December 16, 1975, Protestant
in addition to requesting the removal of the Ad-
mistrative Law Judge. requested that the hearing
be reopened to take the testimony of Mr. Suskin
and unspecified “tothers,”” which testimony Pro-
testant alleged ““was muzzled by the current judpe
without rhyme or reason.”” By Order dated January
7. 1976, the Administrative lLaw Judge denied
Protestant’s motions but permitted him to submit
the allidavit of Mr. Suskin, the only prospective
witness named by Protestant in response to the
Show Cause Order. Mr. Suskin’s aflidavit was
later accepted into evidence by the Administrative
Law Judge.

As the Board has previously indicated in its
Orders of October 8, and November {8, 1975,
denying Protestant special permission o appeal
from rulings of the Administrative Law Judge, the
decision to grant or deny a continuance in and
to otherwise regulate the course and conduct of
an administrative hearing are matters committed
to the sound discretion of the Administrative Law
Judge under both the Board’s Rules of Practice
and the Administrative Procedure Act. In addition,
the Board's Rules of Practice impose upon the
Administrative Law Judge the duty and respon-
sibility to take all necessary action to avoid delay
in the disposition of the proceedings. Considering
all of the relevant circumstances the Board s
unable 1o conclude that the Administrative Law
Judge abused his discretion or acted without regard
to the convenience and necessity of the partics in
denying Protestant’s additional request for a fur-

21he Board has reviewed Protestant’s response to the Show
Cause Order and finds that it principally restates Protestant’s
carlier arguments for a continunee.
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ther postponement of the hearing on November
L1, 1975, and thereatter proceeding with the hear-
ing o its close in the self-imposed absence of
Protestant.

In the Board’s view, the record clearly demon-
strates  that  the  Admmistrative  Law  Judge
throughout the course of the lengthy and protracted
hearings fairly accommodated Protestant. At the
hearing session on November 11, 1975, Protestant
had nearly four weeks in which to “refleet on and
assess’” his position and make necessary prepara-
rations for the hearing. Applicant’s final witness,
whom Protestant had already cross-examined for
two days, as well as a previous witness, Mr.
Barnes, whom Protestant had asked to be made
available for use as his own witness. were both
present at the hearing, the former at considerable
expense (o Applicant. Rather than proceed in an
orderly manner with his questioning of these two
witnesses, Protestant chose to withdraw from the
hearing room in direet contravention of the Ad-
ministrative Law  Judge’™s express and  repeated
order 1o proceed with his cross-examination and
with the full and clear knowledge that the hearing,
would continue in his absence. In these circum-
stances, Protestant’s contention that he was de-
prived of the right 1o present his case s, in the
Board’s view, wholly without merit. "This is espe-
cially so in view ol the Tact that the Administrative
Law Judge later permitted Protestant to file the
affidavit of Mr. Suskin.

Protestant next contends that the administrative
proceedings were defective as a result of the re-
fusal of the Administrative Law Judge to order
the production of certain documents and witnesses.
During the course of the hearing, Protestant de-
manded of Applicant the production of a large
number ol documents, including the desk calendar
of Mr. Barnes, Applicant’s  complete
spondence file on the proposed acquisition, Locul’s
profit and operating plans, Applicint’s formal
analyses of the proposed acquisition of Local and
the feasibility ol de novo cntry into the consumer
(inance industry, ocal’s long- and short-term loan
agreements, documents and memoranda presented
to Applicant’s Board of Dircctors concerning the
proposed acquisition as well as related  Board
minutes. the wills, trust agreements and estate
plans of Mr. Ired B. Snite. and current financial
information for Bank and Local (as of January 30,
1976). Protestant [urther demanded the production
of some 19 witnesses, including many of Appli:
cant’s directors and exccutive oflicers, virtually

corre-
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every individual who was identified during the
cowrse of the hearing as having any connection
whatsoever with the application, Local’s three
senior oflicers as well as Dr. Willis J. Winn, the
President of the Federal Reserve Bank of Cleve-
land.

The Administrative Law Judge declined to order
the production of the witnesses and documents
requested by Protestant,  concluding  that  the
Board, und therefore wny Administrative Law
Judge appointed pursuant to its Rules of Practice,
lacked authority to require by subpocna or by order
under section 5(b) of the Bank Holding Company
Act the attendance of witnesses or the production
of documents in an administrative hearing held
under the provisions of the Act. While the Board
fully agrees with the Administrative Law Judge’s
conclusion that the Board lacks subpocna power
under the Act, the Board in the circumstances of
this case need not and does not determine the
extent ol its authority to order the production of
documents and witnesses under section 5 of the
Act, since, in the Board's view, the issuance of
an order such as requested by Protestant would
for the reasons stated hereinafter be neither appro-
priate nor warranted.

In response to Protestant’s far-ranging requests
for the production of documents, Applicant, at
Board Counsels’ request, voluntarily and in a more
than reasonable eflort to accommodate Protestant
produced the great bulk of the documentary mate-
rials demanded, including Applicant’s analyses of
and position papers on the proposed acquisition,
minutes of its Board of Directors, its feasibility
studies on de novo entry into the consumer finance
business, and Local’s loan agreements. With re-
speet to those items not produced, Protestant’s
requests were not supported by any statement as
to the scope or general relevance of the materials
sought. Morcover, the Board’s review of Protes-
tant’s few unsatisfied demands indicates that those
demands, including., for example, Local’s profit
and operating plans, Applicant’s complete corre-
spondence file on the proposed acquisition, and
Mr. Barnes® oflice calendar, were cither only re-
motely relevant and material to the issues in the
hearing, unrcasonable and excessive in scope, or
cumulative of evidence already in the record or
otherwise available to Protestant.® In the latter

fProtestant’s request for the year-end 1975 financial infor
mation tor Local and Applicant was filed after the close of
the hearing, indeed alter Applicant had submitted its Proposed
Iindings of Fact and Conclusions of .aw to the Administrative

regard, the Board notes that both Mr. Barnes and
Mr. Kalchik were fully available for examination
by Protestant and that both did, in fact, testify
at length concerning many of these matters.

With respect 1o the wills and cstate plans of
Mr. Snite, Protestant contends that these docu-
ments were necessary in order to accurately calcu-
late the Federal Estate Tax liability on Mr. Snite’s
estate. The Administrative Law Judge noted that
while no evidenee had been produced on the full
extent of Mr. Snite’s estate, none was neeessary
to support his conclusions with respect to the
anticipated contraction of Local’s operations pro-
jected to occur on Mr. Snite’s demise. The Board
fully agrees with the Administrative Law Judge’s
analysis and conclusion on this aspect of Protes-
tant’s request.

In addition to the documentary materials made
available to Protestant, Applicant also produced
two of the witnesses Protestant requested. With
respect to the remaining witnesses demanded by
Protestant, the Board concludes from its examina-
tion of Protestant’s demands therefor that Protes-
tant cither failed to establish the need materiality
and relevance of the testimony sought to be clicited
or that such testimony would be unduly repetitious
of westimony and cvidence actually produced by
Applicant. With respect to Dr. Winn, the Board
has considered his aflidavit to the effect that he
has never analyzed or scen an analysis of the
subject application or made any recommendation
with respect thereto. His conversations with offi-
cials of Applicant in late 1974 were confined to
the capital position of Bank, and his knowledge
of the same was derived from the report of exami-
nation of Bank prepared by the Oifice of the
Comptroller of the Currency. In these circum-
stances and in view of the Comptroller’s refusal
to permit the Report of Examination of Bank to
be introduced or used in the proceedings and the
inability of Dr. Winn to testify concerning matters
contained in that report absent permission from
the Office of the Comptroller of the Currency,*
the Board does not consider any testimony Dr.
Winn could give as relevant or necessary to this
proceeding.

Law Judge. Applicant had, however, during the course of the
hearing, submitted such information for the first half of 1975,
the imost recent data then available. Under these circumstances,
the Board deems Protestant’s request to be wholly improper
and unreasonable.

1See 12 CER § 4.18(b).




In connection with its review of Protestant’s
demands Tor the production ol documents  and
witnesses, the Board has also considered the fact
that the Administrative Law Judge, while recog-
nizing the ability of the Board 1o draw adverse
inferences from an applicanC’s refusal o produce
“substantial relevant and material evidence,™ de-
clined o draw any such inference in this case.
The Board concludes from this that the Adminis-
trative Law Judge did not deem Protestant’s unsat-
isfied demands to be sulliciently material or rele-
vant 1o warrant such action,

In view of the foregoing and all other relevant
circumstances. the Board concludes that the Ad-
ministrative Law Judge’s action in declining 1o
arder the production of those documents and wit-
nesses requested by Protestant and not voluntarily
produced by Applicant was comipletely proper and
justiticd and further that Protestant was not thereby
denied a fair hearing,

With respect 1o Protestant’s allegation of  ex
parte contacts between the Administrative 1aw
Judge and counsel for Applicant, the Board notes
that Protestant in failing to file a timely and sufli-
cient, or indeed any allidavit of personal bias or
other disqualification in connection with his asser-
tions did not comply with § 203.6(a) of the
Board’s Rules of Practice and the Administrative
Procedure Act, 5 U.S.C. § 356(b). In addition,
even assuming the alleged communication  be
tween the Administrative Law Judge, and Appli-
cant’s counsel took place, which comnumication
Applicant’s  counsel denies, such a communi
cation, involving merely a statement by the Ad-
ministrative Law Judge that he expects 1o render
his decision within the 45-day period provided
under the Board™s Rules of Practice is not viewed
by the Board as improper and does not concern
“any fact in issue’ within the meaning of §
263.6(a) of the Board's Rules of Practice and the
Administrative  Procedure  Act, S U.S.C. §
RRETCU R

In its consideration of Protestant’s Lixceptions,
the Board has also reviewed Protestunt’s motions

)

o remove the Administrative Faw Judge filed with
the Administrative Law Judge on December 106,
1975 and February 10, 1976, ‘The former motion

“The Bowd™s examtnation: of the record has reveaded no basis
whittsover 1o support Protestant’™s allepations of ex parte con
tacts betweer Applicant and  Bowd  stall ot other alleged
misconduct. The Board considers such allegations o be wholly
unwiirramited.

Law Departiment R

sought the Administrative Law Judge’s removal
because ol the pendency of a lawsuit filed against
the Administrative Law Judge by Protestant on
Decemiber 12, 1975, in the United States District
Court for the Northern District of inois (Civil
Action No. 75 € 423815 In that lawsuit Protestant
challenged the Administrative Law Judge’s rulings
on Protestant’s requests for discovery and contin-
wances. as well as his impartiality and qualifi-
cations to sit in a banking case. Oo January 7,
19706, the Administrative Law Judge denied Pro-
testant’s motion because of the absence of good
cause shown.”

Protestant’s December 16, 1975 motion sets
forth no legal or lactual basis constituting sufli-
cient ground or cause for the removal ol the
Administrative Law Judge. Morcover, the Board™s
examination of the record. including the proce
dural rulings to which Protestant’s lawsuit was
directed, indicates that the Administrative Law
JTudge’s actions were at all times proper. consistent
with pood practice, and, in fact, demonstrated
remarkable paticnce and restraint on his part in
dealing fairly with Protestant, ‘The Board believes
Protestant’s charges to be utterly bascless and his
motion was properly denied.

Protestant’s unsigned and undated motion re-
ceived by the Administrative Law Judge on beb-
ruary 10,0 1976 soupht the Administrative aw
Judge's removal because of the Board's alleged
failure to comply with 5 U.S.C. § 3105, the
section ol the Administrative Procedure Act deal-
ing with the appointment of Administrative Law
Judges. In his Recommended Decision, the Ad-
ministrative Law Judge denied Protestant’s nmo-
tion. ‘The Board is also of the view that Protestant’s

FPhis Tawsuit was subsequently dismissed.

TRy imsipned motion dated January 30, 1976, Protestant
petitioned the Board putsuant 1o 12 CER § 203, 100¢) o special
penmisstan o appeal the Administative Law Judpe™s Onde
ol Jinnary 19760 In that petition, Protestant also reguested
the removal ol the Administative 1 aw Judpe because ol
alleped ex parre contacts between the Adnunisttative Law
Judpe and counsel tor Applicant. In addinon, Protestant e
quested the Boand 1o dhirect the Admimistiative Law Judpe 1o
tule on his discovery requests

On Februmy 10, 19760 the Board's Secretary advised o
testant that his moton to remose the Admimstrative Tasw Judge
did not comply with § 203,060 of the Board™s Rules of
Practice. and that his pettion tor an order directing the Ad
ministrative Law Jadye o nde on unspecitied denuuds Tor the
procuction of documents and withesses was prenihie. s
noted above, the Adminisuative Law Judee in his Reconm
niended Decision subsequently declined o order the production
ol the documents and witnesses tequested by Protestant.
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belated challenge to the appointment of the Ad-
ministrative Law Judge is unmeritorious and with-
out validity. The Administrative Law Judge was
properly appointed pursuant to 5 U.S.C. § 3105
and was properly selected to conduct the instant
hearing pursuant to 5 U.S.C. § 3344 by the
Director, Office of Administrative lLaw Judges,
United States Civil Scrvice Commission, with the
consent of the Administrative Law Judge’s em-
ploying agency, the Department of Housing and
Urban Development.

On March 26, 1976, Protestant filed with the
Board a **Motion to Reopen Hearings for taking
of testimony of Snite and S. P. Mcllon.™” Protes-
tant asserts that Mr. Snite “'is being held incom-
municado and under quasi sedation in California

. . 1o silence his opposition to sale of Local TLoan
Company 70 With respect to Mr. Mellon,
Protestant desires to inquire ‘‘relative to his state
of mind and views ol legal procedures applicable
1o a civilized society.”” Protestant’s motion being
wholly unsupported by aflidavits or any relevant
cvidence is hereby denied.

On March 26, 1976, Protestant also filed with
the Board a motion to dismiss the application as
moot, contending that the Stock Purchase Agree-
ment between focal and Applicant expired on
March 31, 1976. On March 31, 1976, Applicant
filed with the Board and served upon Protestant
a copy of a letter agreement extending the closing
date under the Stock Purchase Agreement from
March 31, 1976 to August 31, 1976. Accordingly,
Protestant’s motion is hereby deniced.

In his Exceptions to the Recommended Deci-
sion, Protestant requested oral argument before the
Board as provided for in § 263.14 of the Board’s
Rules of Practice (12 CFR § 263.14). Protestant’s
request, made in a summary fashion, does not
show that any purpose would be served by allow-
ing oral argument. Protestant’s request is hereby
denied.

By motions dated May 26, 1976, Protestant
requested the Board to strike Board Counsel’s
Response to Protestant’s Exceptions and to reopen
the proccedings. For the reasons stated in its tetter
of June 8, 1976, 1o Protestant the Board returned
those pleadings to Protestant without considering
their substance and with leave to Protestant to
resubimit the same in acceptable form. Protestant
has not. however, seen fit to do so. Rather, on
June 24, 1976, Protestant filed a lawsuit against
the Board in the United States District Court for
the District of Columbia (Civil Action No. 76-

1168) seeking **|m] andamus relicf to sec that the
documents are filed instanter.” In addition, by
letter dated June 24, 1976, Protestant requested
the Board’s Sccretary to include in the record on
this application a copy of that complaint with the
objectionable pleadings attached. Protestant’s re-
quest is hereby denied.

Having carefully reviewed the cvidence of
record in this matter, including the Administrative
Law Judge’s findings and conclusions, the Board
finds that all other motions, demands, and excep-
tions made by Protestant are without merit, and
they are hercby denied.

Board of Governors of the Federal Reserve
System, July 19, 1976.

Recommended Decision
of the Administrative Law Judge

Statement of the Case

On October 11, 1974 (hy documents dated Sep-
tember 30, 1974),' Mellon National Corporation,
the Applicant herein, submitted to the Federal
Reserve Bank of Cleveland an application for prior
approval to acquire all outstanding shares of Local
Loan Co.. l.ocal herein, pursuant to Scction
4(¢c)8) of the Bank Holding Company Act of
1956, as amended, herein the Act, 12 U.S.C.
Scction 1841 er seq.. and the Rules and Regula-
tions of the Board ol Governors of the Federal
Reserve System, the Board herein, Regulation Y,
12 C.F.R. Scction 225 et seq. Additional materi-
als, clarifications, and corrections were requested
and thereafter received on October 24, November
6, November 7, and November 13, 1974. On
November 19, 1974 (by letter of November 13,
1974), the Application was received by the Board
from the Federal Reserve Bank of Cleveland. The
receipt by the Board constitutes the filing within
the meaning of the Act.

On November 27, 1974, a copy ol the applica-
tion was submitted to  Anti-Trust  Division,
Department of Justice with concurrent notification
to the Comptroller of the Currency of the Depart-
ment of the ‘lreasury and the Federal Deposit
Insurance Corporation. None of these agencies
thereafter intervened or opposed the acquisition.
On November 29, 1974, the Applicant was re-
quested by the Board to supplement its Application

‘Exeept where noted the documients are of the same date
as the action indicated.



with additional information. On Dccember 23,
1974 (by letter dated December 13, 1074), the
requested supplemental information was filed with
the Board. On December 6. 1974 (by Order dated
November 27, 1974), the Board published the
Notice of Application which provided, inter alia,
that expressions of views and requests for hearings
should be filed with the Board in writing no later
thun December 300 1974, (39 Federal Register
42719).

On January 9, 19752 (by letter dated January
6). Anthony Robert Martin-Trigona, Protestant
herein, “*Renewled]| [his| demand for a hearing
on this application’” and adopted by reference his
filing of September 5, 1974 (by letter dated August
29, 1974, titled “*Notice of Opposition to Pro-
posed Acquisition™ in which the present Applica-
tion was opposed. On January 27 (by letter dated
January 24, 1975), Applicant contested  Protes-
tant’s standing o intervene. Following a lengthy
exchange of correspondence between the parties
and the Board. on May 30, 1975, un informal
preliminary hearing on the standing of  Anthony
Robert Martin-"Trigona as a Protestant in the matter
was scheduled for June 12, 1975 in Washington,
D.C. The hearing was held as scheduled belore
John D, Hawhke, Jr., General Counsel of the
Board. The Applicant appeared by Counsel and
the Protestant appeared in person and by Counsel.

On July 28, 1975, the Board® by formal Order
decided to refer the Application to formal hearing!
before Administrative Law Judge Phillip J. La
Macchia. On August 22, 1975, the Board desig-
nated the undersigned 1o conduct the hearing and
directed the hearing for September 3, 1975, "The
hearing was held on September 3, 4, 5, 6,7 29,
30, October 1. 2,357 6.7, 9. 10.% and November

ixcept where noted. all dates reler 1o 1975

FCovernots Holland and Coldwell dissenting,

Frhe Board detenmined nor to devide the guestion of An
thony Robert Martim Trigona’s standing as a potential compet -
wor in this case but to parman My Mantin ‘Hriigona to panticipaie
in the hearing.

2The hearmg was held Saturday without objection,

“Duringt the course ol the hearing, Protestant took exception
to the ruling on prospective Satinday sessions, and Protestant
later athsented hunselt trom the hearing room to tile his appeal
with the Board  On October 8. the Board affirmed the authority
of the Adminstuative Law Judpe  Protestant gave notce ol
appeal on the issue o the United States Cowrt of Appeals for
the District of Columbia Citcant - As o desveloped, there were
coincidentally no tarther Saturday sesstons.

SOtiginally ar had been mtended 1o continne the heanng
Satnrday, October b however. the Saturday session was can
celled at the request ol Protestant tor pressingt personal health

Feasons,
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[1.% 1975, On November 4 (by an undated docu-
ment), Protestant tiled a Motion to Remove Coun-
sel for Applicant. On November 10 and November
Ll (by documents dated November 10), Applicant
and the Board, respectively, opposed the Motion.
On November 10 by telegram, the undersigned
denied Protestant’s Motion to Remove Counsel.

tollowing the November 11 adjournment, a
telegraphic Notice to Show Cause was issued on
November 12 requiring the parties to show cause
by the close of business November 18, why the
hearing should not be closed. On November 18
(by telegram of the same date), Protestant re-
quested a further extension. On November 19 by
telegram, the time for response 1o the Notice to

BAL the ¢lose of The hearmg on October 10, it was onginally
intended that the hearing should resume on Octlober 11 and
thereafter on October 140 At the request of Protestant for health
and business teasons, the heanng was scheduled o resume
on October 210 The settg wirs agrecable o all parties On
October 20, a telephone call was received from Jerome W,
Shay, Couunsel for Applicant, who reported that Applicant
mtended 1o reguest a postponement to further consider the
sttuation, and that Applicant had been unable to reach Protes
tant to obtain hs posiuon, Mr. Shay was informed that where
the date was an agreed settimg, the postponcement would be
looked upon with distavor unless agreed to by the other parties.
The undersigned sugpested that he contact M Banzhal, who
passibly would know how to reach Mr. Martin-Trigona, and
NMr. Brown. Shortly therealter, a telephone call was received
from M. Banzhat. He reported that My, MartinTrigona was
then ander o doctor’s ciue and in bed and would not bhe
availuble for the hearing the following day  Tle further stated
that he had noindication when Mro Martin:"I'rigona would be
avaulable to proceed with the case, but that he would definitely
not be there on Octobey 21, Mro Banzhat was then informed
of M, Shay's call and thit Mr. Shay would probably be calling
hun shortly. A conference call was suggpested and arranged.
Mr Shay tlor Applicant), Mro Banzhal and Mr. Martin-
I'rigona (tor Protestant). Mr. Brown (tor the Roard), and the
undersipgned participated. Ater discussion, the postponement
was requested and agreed to by all parties except the Board,
the dite, November 1 was suggested by Mr, Shay and agreed
to by Mr. Martin-Trigona. ‘T'he partics were imformed that it
should be planned that the hearing would proceed on consecu:
tive days o its conclusion subject only to availability of
WAHESSES.

Thereafter, on November 3 (by letter adated October 31D,
Protestant requested # lurther postponement of the hearing until
December 8 On November 4, Applicant opposed such further
postponement. (n November 7. the reguest was denied. Pro.
testant appealed this raling to the Board and simultancously
gave notice o appeal 1o the United States Court o Appeals
tor the Distiict of Columbia of the possible adverse ruling.
The appeal to the Board was demed November 18,

P The hearing was opened on this day with Mro Martin
Urigona’s demand that the hearing, be adiourned until Decenmber
8. Upon being denied the adjournment, Mr o Martin-"T'rigona
lete the hearing room. The hearing, continued in his absence,
and before the hearing adjourned both Applicant and the Board
tested thedr cises. The Appticant turther moved that the hearing
be closed ar that time - Although the Board did not object to
ApplicantUs motion. Counsel for the Board suggested  that
Protestant be given an apportunity to present ity direct case.
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Show Cause was extended to the close of business
November 21, The hearing was closed on No-
vember 24 and the date for filing briefs was set
for December 29, On November 24 (by letter dated
November 20 but mailed November 21). Protes-
tant responded to the November 1 Notice to Show
Cause. His response was rejected as untimely and
not given consideration, ' On December 1 (by
letter dated November 26). Mr. Banzhat for Pro-
testant objected to the use of telegraphic notices
in the proceedings.'! On December 12, Protestant
requested service on him of certain documents
introduced by Applicant and the Board on No-
vember 11 after be had left the hearing room. '™

On December 160 (by undated  document),
Protestant filed a Motion to Remove the Adminis-
trative Law Judge and to Reopen the Hearing. The
Motion was opposed by the Applicant and the
Board. Applicant timely filed its Proposed Find-
ings of Fact, Conclusions of Law. and Supporting
Bricl on December 29, On December 30 (by
document dated December 26). Protestant  re-
quested a further exiension of time for tiling brief's.
The request was opposed by Applicant. By Order
dated January 7. 1976, the Motion to Remove
Administrative Law Judge was denied, the Motion
o Reopen the Mearing was denied ™ and  the
Motion o Extend Time For Filing Briefs was
granted until the close of business January 16,
1976. The Board joined Protestunt’s Motion (o
Lxtend Time Por Filing Briefs because of the
undersigned’s failure to properly file the transceript
of testimony with the Secretary of the Board. The
transcript of testimony was properly filed with the
Seeretary on January 14, 1976, whercupon, the
time for fiting bricfs was set for 15 days after

e document s in the exhibir file

e use ol telegraphic notices was deened appropriate
because of the exnaordusuy situation

" The docmments were subsequenty served on Protestant.

"he Notice to Show Canse ssued Noventber 12 required
any responding panty o mune any prospective witiesses and
to brictly summinize thein estimony . Protestant had responded
m ity unumely leter tled on November 20 by naming, only
Fdward Kemneth Susking O his restimony . Protestant stated.,
UL ocannot sumniuize Mro Suskin's testimony becanse 1 do
not control s testmony . T have an idea of questions T owill
he puting o hine, bot [ do not control tus answers ~o 1 cannot
speah for him.’

Despite Protestint’s prior Linhure o compuy with the Notice
1o Show Cause, the Order denying: the Moton o Reopen the
Record provided that Protestant could subnut appended 1o
his briel o copy of the allidavit of Fdward Kenneth Suskin
bearing on the material issues of this proceeding, which atter
consideration may be received inevidence amd considered as
the testimony of the afliant as it he had been catled. ™

receipt of notice of the filing of transcript of
lestimony. On February 2, 1976 (by documents
dated January 30, 1976). Protestant filed: (1) a
demand for an Order to Produce certain current
financial statements; (2) a Motion to Extend ‘Time
for Filing Brief until February 10, 19762 and (3)
the aflidavit of Edward Kenneth Suskin. On the
same date, Protestant Petitioned the Board to Re-
move the Administrative Law Judge. On February
4, 1976 by telegram, the time for filing briefs was
extended o the close of business February 9,
1976. By Order dated Iebruary 9, 1976, the de-
mand for an order requiring production of docu-
ments was denied.™ Also on February 9, 1976

"Flhe issue ol compulsory production of documents canw
up repeatediy e the hearing The Bowd's position as rellected
by Mi. Loeser's statement ol September 3 and 5, Mr, Och
mann’s staterment ol Seprember 30, and Fxhibit 87 was that
the Board was not pranted subpoena authority under the Bank
Holding Company Act unlike other comparable laws. The issue
wias considered and specifically 1ejected by Congress as tol
low s:

MR MORSE: M. President. the purpose ot the anendmient
is to grant subpoena power 1o the Board

Ao defect of the bill is its tailure 1o give the Tedaerad
Reserve Board any power 1o compel the production of docu
ments or the appearance ol witwesses. ‘The Board has no such
powet at the present time. The general statuies creating the
Federal Reserve Board and giving 16 powers in other fields
such as enforceament ol the Clayton Act do not. as is the case
with other adminstrative ageneies. grant to the Boud general
powers to subpocena witiresses, compel the production of dacti-
ments. d so torth. Accordingly. anyone requested by the
Board or a bank holding company to appear who does not
desite 1o produce documents or o give testimony at o hearing
held by the Board under this bill need not do so.

No genuine hearing could be heldd without this power, which
is piven by Liw o almost every other Federal ageney exercising
regubatory functions comparable to those assigned o the Bowud
by this bl Unless docoments can be requited o be produced
and witnesses compelled o attend hearings, the hearings may
well be abortive.

I'he amendment proposed s designed 1o give the Board this
necessary power i connection with hearings hebd under the
Act. The provisions e madeled upon cotresponding provi-
stons ol the Tederal Power Act (16 U S.C 0 825(h) (¢).

1 ~ubnut the amaendment, 102 Con. Ree. (Senade) 6939 The
Anjeadnient was rejected.

Protestant arpaed that despite this rejection, the Board could
compel production of evidence. Tis posttion was stated  as
tollows:

MR BANZEAL: May | attempt to correct counsel on that
I helieve the statute provides that the Board may issue any
order which is necessity 1o catry out its functions. 11 [ ¢an
find i bowill refer connsel to it

MR LOESER: 1 think counsel’s referning o Seetion 3130 of
the

MR BANZEHAL: Commiittee  Section S, the Board s aue
thorized o issue such repulations and orders as may be neces
sary 1o enable it o administer and carty out the purposes ol
this Act., and prevent evasions thaereol T certainly seems (o
me a reasonable order o be that f you feel the attendance
ol witness andd the production ot documents would be necessary
o canty out vour functions. to muke o complete and detailed
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(by document dated February 6), Protestant moved
for the admission of the aflidavit of Edward Ken-
neth Suskin. On February 14, 1976, Applicant
opposed the admission of the aflidavit of Edward
Kenneth Suskin, 19

On Febraary 10, 1976 (by document mailed
February 9, 1976) Protestant filed his Proposed
Findings of Fact, Conclusions of Law, and Sup-
porting Bricf. ' On Fcebruary 10, 1976, Applicant
moved to sirike “tProtestant’s Reply  Memoran-
dum.””'7 On the same date, Protestant filed a
Motion to Remove the Administrative Law Judge.
The Motion to Remove was opposed by the
Board.™ On February 13, 1976, Applicant sub-
mitted an atlidavit of Lawrence X. Pusateri.' On
L'cbruary 19, 1976, Applicant filed its Answering
Brief.2? No briet was filed by the Board.

Accordingly, | make the following:

Findings of Fact

Mecllon National Corporation, the Applicant, is
a Pennsylvania corporation with principal oflices
at Pittsburgh. Pennsylvania. Applicant is a one-

examination of an apphicaton, that you could ssue eaictly
such an order.

[t is concluded that the general grant ol authority in Scection
Sty ol the Act, " tooissue such repulations and ordets
as iy be necessary o enable it o administer and carry out
the purposes ol this Act and present eviasion thereot " s
insutlicient to negate the specitic rejection by Gongress of the
power ol compulsory production of evidence. Accordimgly, the
Board coutd not compel a0 party to produce evidenee inoa
Regulation Y proceeding. Since the Board did not have the
powet. it could not be vested o the Administrative Law Judge
designated by the Bowrd, This does not necessarily mean the
Boatd has no tecourse where substantiad relevant and material
evidence is not produced on detind of the Board. The Board
could infer that the evidence would not support the Party
retusmg its production, or e the alterative could allow ad
mission of secondary  evidence 1o establish contested  Tacts.
Finally, where the Board deemed the Lulure 1o produce eva
dence 10 be sutliciently substanual, at obvioasly would lind
against the Applicant or Protestant because of failne 10 support
the application or protest, respectively. Hlowever, parties would
not by this have an open rcason to demand production of
evidence by opponents sinee the appropriateness ol such de
mands would be Inmited not only by relevancee and materiality,
but also by rcasonable binntations of cutnuliativeness and e
NIOWCNess.

Yhe atlidavit ot Bdward Kenneth Suskin s received i
evidenee and made o part of the record in the case

The perlunctory request Tor oral atgument appearimg on
the cover sheet of the submission s denied.

Protestant’s Proposed Findings ot Fact, Conclusions ol
Law and Supporting Briet is recerved.

e Motion (o Remove is denied

"ihe aftidavit of Lawrence X Pusateni s rejected as not
bearing on the issues of the case

MChe Answering Briet is rejected.

bank holding company which controls Mcllon
Bank, N.A., the Bank herein, In addition to the
commercial banking activities of the Bank. the
Applicant is principally engaged in mortgage
hanking, real estate and leasing, through various
other subsidiaries and afliliates. Applicant docs not
presently have a consumer finance subsidiary. Ap-
plicant’s total consolidated assets are $9.9 bil-
lion. 2"

The Bank is the largest bank in Pennsylvania
with its principal office and place of business
located in Piusburgh. The 102 branches of the
Bank are located in the six-county metropolitan
area of Pittsburgh. Based upon domestic deposits
it is the sixteenth largest commercial bank in the
United States. The Bank's deposits of $5.3 billion
represent 12.44% of domestic deposits in the State.
Ninety-nine per cent (59.5 billion) of the Appli-
cant’s consolidated assets are represented by the
assets of the Bank.

During the five years cnding December 31,
1974, Applicant has increased consolidated assets
by 90% ($9.7 billion from $5 billion). consoli-
dated net income by 26% (857.7 million from
$45.8 million), domestic and toreign deposits by
71% ($7.2 hillion from $4.2 billion), and total
cquity capital by 21% ($569 million from $470
mitlion). The increase has been accomplished by
growth as well as acquisitions and de novo opera-
tions. During 1973, Applicant through its subsidi-
ary Mcllon National Mortgage Company acquired
Carruth Mortgage Compuny (New Orleans, T.oui-
siana). Farly in 1973 Applicant, through its sub-
sidiary - Mellon National  Mortpage  Company,
began de novo operations of Mellon National
Lcasing Corporation (Pittsburgh) which is engaged
in full pay-out lcasing of cquipment. In (974
Applicant, also through its subsidiary Mecllon Na-
tional Mortgage Company, acquired 25% interest
in Banco Bozano Simonsen de  Investimento,
S AL, an investment bank in Brazil.

The most signiticant operations of the Applicant
are conducted through the Bank., which contributes
substantially all of the income of Applicant. As
noted above, the Bank is @ commercial bank. The

“HExcept where noted. all tinancial intormanon 1s as of
December 310 19744

FApplicant’s Asset X Fguity tatio over (he last five year
period has been well below the average tor the peet group
ot bank holding compames.



718  Federal Reserve Bulletin [ August 1976

most significant thrust of Bank activitics is in the
major heavy industrial area, both domestic and
international 2* Additionally, it provides the usual
retail bank services to customers. This includes
both a credit card program (afliliated with Master
Charge card system) and consumer [ending serv-
ices. The volume of consumer loans of the Bank
represent less than 4% (5360 miltion) of the total
asscts of the Bank.?! Substantially, all of these
consumer loans originate in the six-county Pitts-
burgh metropolitan arca. The only other loan
amount worthy of note is that produced by the
purchase of mobile home sales contracts which are
not, confined to the six-county arca.

The Applicant’s mortgage banking operations
are carricd on by Mellon National Mortgage Cor-
poration (i subsidiary of Applicant) and its sub-
sidiaries Laurel Mortgage Co. and Carruth Mort-
gage Corporation, by the Allamon Corporation (a
subsidiary of  Applicant) through its subsidiary
Mellon National Mortgage Co. of Ohio (Cleve-
land, Ohio), and by the Bank through its subsidi-
ary Meflon National Mortgage Company of Colo-
rado (Denver. Colorado). OF these, only Mellon
National Mortgage Co. of Ohio ¢nguges in con-
sumer loan activities. The volume ol its consumer
loans represents less than . 1% the assets of Mellon
National Mortgage Co. of Ohio. These consumer
loans are in the Cleveland Arca.

Local Loan Co. is a Delaware Corporation with
principal offices in Chicago, Hlinois.? Fred B.
Snite, the founder, continues at the age of 91 10
actively Tunction as Chairman of the Board. Mr.
Snite, members of his Tamily, related trusts, and
Mr. Snite’s private foundation own about 99% of
the outstanding stock of Local and its subsidiaries.

Local through its own operations and those of
its 19 subsidiarics is engaged in the consumer
linance business. These consolidated  operations
are conducted in 124 oftices in 12 States; the
offices are located in 38 identifiable market service

“The Bank also extends eraedit to consumar finance compa
nies (both captive and independenty - As ot June 30, 1974,
the total aredit commitment was $ESO6 million and  actual
bortowings were SH 7 million. Local has oot heeu o castomier
ol the Bank,

s estimated that there are 180,000 such loans including
ciedit card accounts, personal cash reserve aecounts, ato
loans, honwe improvement toans, mobile home financing, loans,
cacvntive professional loans, and other consumer loans.,

Bhaocal was founded m 1908 by Fred B Snile: 110owas
incorpotiled in 192K,

arcas. These arce as follows:

[L.ocation
California
Southern Los Angeles and
Northern Orange Countics
(Los Angeles area)
Western San Dicgo (S8an Diego arca)

San Francisco and Northern San Matco

Counties (San Francisco area)
Western Alameda County (OQakland
arca)
Contra Costa County
San Jose arca
Sacramento and Western
Placer County (Sacramento arca)
Colorado
Boulder and Denver Counties;
Western Adams and Western
Arapahoe Counties; Northern
Jefterson County (Denver arca)
[Florida
Northeast Dade County (Miami arca)
[Hinois
Northwestern Chicago
Cities of Waukegan, North Chicago,
Dundee, and Zion
Llgin arca
Western Chicago
Southern Suburban Chicago
Aurora
Chicago proper
Freeport
Pcoria
Indiana/Kentucky
Louisville area
Minnesota
Minncapolis-St. Paul arca
Duluth
Nebraska
Omuaha arca
New York
New York City
Oregon
Portland arca
Polk and Western Marion
Counties (Salem arca)
Benton and Western Lion Counties
(Corvallis arca)
Lane County (Fugene arca)
Douglas County
Jackson County
Washington
Western King and Western
Snohomish Counties (Scattle arca)
Western Whatcam County
Southern Douglas and Southern
Chilan Counties (Wenatchee arca)
Spokane County
Wisconsin
Kenasha
Milwaukee
Brown County
(Green Bay arca)
Racine

Oftices

6

6

—_——— Y —

2

)

N — b —
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Local’s consolidated total assets are $95.2 mil-
lion. Tocal’s ranking among finance companics in
the United States is seventicth (832.5 million) in
capital funds and seventy fifth ($84.8 million) in
net receivables 2627

LExclusive ol the captive finance companics,
Local’s ranking is forty-first in capital funds and
forty-third in net receivables among independent
finance companies. Lighty-two per cent ($72.2
million) of Local's total volume of receivables
outstanding represents direct cash loans to indi-
viduals on an installment basis: cighteen per cent
($15.5 million), represents retail installment con-
tracts.*®2 Lour states, California, Ilinois, Ore-
gon, and Wisconsin account for 74.2% of its total
volume of receivables.

In the market service arcas in which it operates,
Local’s share ol the estimated total market is in
arange of .21% to 4.38% with a median of 1.37%
Local’s largest share is in Medford, Oregon. In
the 28 market service arcas in the four States
contributing the Targest volume of receivables.
Local’s share of the estimated total markert is in
the same range, with a median of 1.62% . In the
other 10 market service arcas (in 8 States) the
range is .03% to 2.61% with o median of 87%.
In cach of the service arcas, Local is-competing
against numcrous other tinance companies, both
independent and captive, banks and credit union
offices ® Most of the 10O highest ranked finance
companies as well as many companies ranked
above Local, both in total capital funds and net
receivables, compete with Local in substantially
all significant market arcas.

Local uses as a source of funds its equity capital
and bank loans, and has not atempted to use
commercial paper. Bank loans at the prime rate
have provided for compensating balances which
can not be withdrawn absent termination of the
issues of credit; as of December 31, 1973, $5.4
million was deposited in these banks. Addition-
ally, the use of these lines of credit has been
restricted by agreements requiring the company to

0 is estimated that Local has outstandimyg 150,000 Toans,
T Local™s debt to adjusted capital tatio in 1973 was 241
This was well below average Lor the peer proup of indepeident

consumer finance companies.

HAs of December 31, 1973

ocal does not presently enpape in the mobile  homie
financing business.

Within its service arcas, Local s in ditect competition
with 2,137 finance company oflices, 3,317 banks and 3,044
credit union ollices.
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liquidate its indebtedness to individual banks for
30 or 60 days cach year. The agreements also
allow cancellation ol the credit lines at any time
at the Iending bank’s discretion.

During the three-year period ending December
30, 1974.3Y Local has increased  consolidated
asscts by 25% ($95.2 million rom $76.7 million),
and total equity capital by 2% ($28.3 million from
$27.7 million). During the same period, the con-
solidated net income has decreased 58% ($1.04
million from $2.44 million). L.ocal has not entered
anew State sinee 1945, a new market service arca
sinee 1953, nor opened a new olfice, as distin-
guished from the division of the accounts of an
office into two oflices, since 1959, It has expanded
its operations from 118 oflices 1o 124 oflices by
such divisions since 1969, Local’s receivables are
8724 thousand per office as compared to $942
thousand per oflice, and $127 thousand per em-
ployee as compared to $198 thousand per em-
ployce for the industry according to Local’s and
the consumer {inance industry statistics.™ lLocal’s
growth rate has been 3.2% per year as compared
to 7.4% for the industry according to the same
statistics.

The agreement between Applicant and  Local
provides {or the purchase of all of the outstanding
shares of Local by Applicant for $30 million.®
The source of the funds Tor the purchase of TLocal
15 an issuance of $125 mitlion in floating rate notes
due 1989 issucd at 7.8% in March 1974,

Local is motivated to sell by the expectation
of tax labilitics arising from Mr. Snite’s eventual
demise. It has been anticipated that the lability
for taxes at that time will be $6.3 million.** The
plan for payment of such taxes anticipates Local’s
purchase of sutlicient of Snite’s 28.0% share of
the Local stock to provide the necessary funds.
This would decrease the equity of Local and, in

3 Eive veur figures wete not introduced i the hearing.

FComparative figures are based upon overall industry fip
ures tor t974 published by the National Consumer Finance
Association These fipures do not reflect all companies, or all
companies ot difterent size categories, but only of reporting,
compiunies.

T Applicant contends that the $30 milhon represents essen
tially no premium since book value s conservatively estimated
at $28 S mithion. Based upon book value, the premium would
be 5,20,

HNO evidence was offered on the full extent of Mi. Snite's
present estate, nor 1s it considered necessary to these conclu-
s1ons that there be such disclosure. "This is despite the statemaent
by wilness Suskin that the validity of the tax estimate cannot
be tested without such evidence
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order to maintain the same debt to equity ratio,
would substantially contract Local’s operations.
The effect is illustrated as follows (assuming debt
to equity ratio remains constant):

1974 Proposed
$28.3 million $22 million
$66.9 million  $52 million
($6.3 million X 2.36 := $14.9 decline in liabilitics)
Net Rectivables $84.8 million $63.6 million
($6.3 million + $14.9 million to reduce liabilities
$21.2 reduction)

Such an event was contemplated by Local and

a bank in a letter of agreement of 1972 which
related to lines of credit.™ At that time, it was
stated as follows:

Sce. 5.18 is amended so that existing Lines 18,
19 and 20 should be deleted and the following
language substituted:

“Purpose of making funds available to the estate
of Mr. Fred B. Snite for the payment of cstale
and/or inheritance taxes on his estate, and/or for
the purpose of redeeming any stock in his estate,
a sum or sums not exceeding $10,000,000.00 in
the aggregate to the purchase or redemption, in
cither case at not more than a reasonable’™

The proposced contraction of Local anticipates
the withdrawal from three states, Plorida, Ne-
braska, and New York. In addition, cight offices
would be closed in Wisconsin, two in California,
three in Hlinois, two in Minnesota, one in Oregon
and two in Washington. The reduction in the
number of offices would be from 124 to 98 result-
ing in a decrease in statt by 140 employees.
Additionally, credit standards would be tightened.
The projection is to reduce receivables from $88
million to $60 million. With the cconomies pro-
jected, Local’s income would rise from $446
thousand to $714 thousand. While some contrac-
tion apparently has long been anticipated, the
above described plan was only developed in the
Fall of 1974 as an alternative to approval of this
application.

Upon approval of the acquisition, Applicant
plans to begin a program of expansion of Local’s
operations.™ The expansion is to be accomplished
by the concurrent increase in loanable funds, the
increase of the debt to adjusted capital ratio from
2.4:1 to 5:1, und the reduction of the reserve for
bad debts from 4.7% to 3.9% of receivables. The

Equity
Liabilities

B Lo the same ellect were agreements with other sowrces
of funds as carly as 1966,
See opposite column for footnote.

number ol offices is to be increased by 50 with
280 additional cmployees. Additionally during the
first year, Local is to begin offering new loan
services such as, loan consolidation loans, sccond
mortgage loans, executive and professional loans,
insurance premium loans, and home improvement
loans. Other new loan services would be offered
later. In addition to new types of loans, Applicant
will raise the loan amounts and extend the maturity
terms of loans. All of these were offered by
Applicant as benefits to the public and are dis-
cussed below.

Applicant denics that it would enter the market
on a de novo basis.*™ In support of its rejection
of de novo entrance into the consumer f{inance
industry through a non-banking subsidiary Appli-
ant cites the cost, the lack of an organization and
trained stafl (primarily qualified management), and
the risk of a de noveo entry. The evidence is
uncontradicted that the investment would be in the
range of $100 million to $120 million ($10 million
to $30 million to duplicate Local’s operations and
$88 million in loanable funds). In addition, Ap-
plicant cites the need to cmploy an entire 650
person stafl including top and mid-fevel manage-
ment. Assuming Applicant could establish an op-
crational company it is Applicant’s position that
the risk involved would be too high to justify the
endeavor.

Conclusions

The Applicant is one ol the major financial
institutions in the United States. The evidence
supports  Applicant’s  sclf-characterization as  a
prudent und conservative bank holding company.
Local 1s a medium sized sub-national or multi-
regional consumer (inance company. The states
and market service arcas where it does not operate
cannot be regarded as insignificant in the national
consumer finance market; its absence from these

Fhe existence of the plan is established by evidence of
i tirm policy commitment. Tt is retlected in the several propos
als submitted to the Applicant’s Board ol Directors as well
as the testimony of witnesses Barnes and Kalehek. As noted
by Protestant, there are certain discrepancies in the four ver
sions [the Application, the base computations  (Applicant™s
Fxhibit 17), the July tormal proposal (Applicant’s Exbubit 29)
and the August Jormal proposal (Applicant’s Tixhibit 30)| and
the testimony of witness Barnes. As [ar as the issues in (his
case, there are no material differences in the several presenta-
tions which are explained as cvolutionary stages ol the plan.

FWitness Barnes testified on Applicant’s evaluation of de
novo enny.
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markets prectude its being termed national. On the
other hand. the number and dispersal of market
arcas where it does operate are substantially
greater than normally contemplated by the term
regional. Like Applicant. Tocal could be charac-
terized by the terms prudent and conservative. The
company 1s a significant participant in many of
its market service arcas, however. it is not the
dominant participant in any. Local™s business phi-
losophy is reflected by its better than average
quality of
average debt to equity ratio, its above average loan

accounts  receivable, its lower  than

loss reserve. its consistency as a profit making
concern, and the conservative policies of Mr. Snite
and his management tcam. Local’s growth reflects
its other conservative policies: it has grown in total
assets and equity while failing 1o expand peo-
graphically. Recently, there has also been it de-
crease in net income.

The 1970 Amendments to the Act require that
consideration be given to whether a proposed
enterprise “ean reasonably be expected to produce
benelits to the public, such as greater convenienee,
increased competition, or gains i clliciency., that
outweigh possible adverse effects, such as undue
concentration of resources. decreased  or unfair
competition, conflicts ol interest,  or  unsound
banking practices.”™ The burden of prool is on
the applicant to show, ““that its carrying on a
particular nonbank activity would produce henetits
to the public that owtweigh any adverse effects. ™
House Conference Report on the 1970 Amend.
ments to the Act. H RO Report No. O1-1747, 91t
Cong, 2d Sess. 17 (1970) |Hereinatter cited as
House Conference Report. [ Only if this test is
met can the Bouard lawtully approve an applica-
tion, !

Applicant proposes as public benefits of the
acquisition the following:

1. Removal of the constraints on Locul imposed
by the projected repurchase of outstanding shares
and the resultant contraction ol the business.

2. Substitution ol a policy of growth and revi-
talization of” Local:

L his can rgely be awtmibuted 1o the cost of money tather
than any problems within Local’s orgniizanon,

FrSection SHexKy of the Act

M CHed by the Boatd in Bankers Trast New York Corpora
ron, 38 Yod, Reps DIR22059 Ped, Res Bul, 04 (1974

T is uncontested that the busimess ot Lol as aconsinie
linance comipany s closely related to business ol bankimy
within the meaning of the Act.
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a. 50 new oflices in five years in new market
service arcas in states where Local now
operates:

b. Increase in loan receivables by 100% in tive
years, from the present $88 million 1o $176
million which would cxceed Local’s projec-
tion by S116 million (193%):

¢. Addition of new services to custoners.

3. Inereased efficiency of Tocal resulting in
more effective competition in the market place
including:

a. Availability of more funds primarily by the
Applicant’s access 1o the commercial paper
markets:

b. Better organization resulting in economic
cfliciencies of larger scale operations;

¢. Availability of corporate planning, market-
ing. cconomics and statistical departments.

The first proposed benefit is based on averting
the planned contraction of 1ocal upon Mr. Snite’s
demise. As noted above, the proposal conten
plates abandonment ol market service arcas, the
reduction of accounts (both number and amount),
and more restrictive lending policies. Protestant
argues that there are viable alternatives to the plan:
these include an increase in the low debt to equity
ratio and the public sale of lLocal stock. The
existence of alternatives for Local, however. is not
the issuce before the Board, and determination of
the case on this basis would be substituting the
Board™s business judgment for Local™s own man-
agement. It is sufficient that there exists a valid
basis for the course of action, that Local’s man-
agenient has decided on a reasonable course of
action (in this case the sale of the company as
an operating business). and that the plan is not
a mere sham created in expectation of these pro-
ceedings. The issue hefore the Board is whether
the Applicant should be allowed 1o buy local.

There is no doubt that abandonment of the
narket (both full or partial) by a stgnificant seller
of services deercases competition. ™ [eis concluded
that removal of the inevitable contraction of Local
is o benefit to the public,

The second proposed benefit is based on a policy

Y BankAmerica Corporatton, 38 Fed. Rep. 22578, 59 ped.
Res. Bul 687 (1973 dinancial difficultios possibly ampairing
continuance as i viable competiton . and Citizens and Southern
Neuttonal Bank. et al.. 3 bed. Reg. 15071, 60 'ed. Res. Bul.
379 (10N ev. and rem. o other pround sab. nom. Trde
pendent Bankers of Ga. v, Board of Governors Foo2d
CIO73) Gestrictuons on loan amounts imposed by managenment).
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of growth to be estublished after acquisition as an
alternative to Local’s contraction plan.  Finan-
cially, the plan is initiated by infusing new money
into Local, reducing the debt to capital ratio from
2.4:1 10 511, and reducing the debt reserve by $1.5
million to the industry average of 3.9% . Opera-
tionally, the expansion contemplates inereasing the
number of offices by 50, the Toan reccivables by
100% to $176 million, and the addition of new
services in the form of new types of loans, in-
creased foan limits and length of maturity of loan,
Protestant argues that the proposal is a sham which
would not, in lact, benefit the public.

Al the evidence in the hearing is consistent with
the existence of Applicant’s plans for expansion
of Local. The plans as presented to the Board and
1o Applicant’s directors all contemplate a detailed
expansionary scenario. The Board has on nu-
merous occasions  determined the provision of
more services to the public to be pro-competitive
and a benefit o the public.™ In view of the
objective evidence of a firm policy commitment
of Applicant to the expansion of current services,
it is concluded that the proposed expansion of
services constitute a benefit to the public.

The final benefit proposed by Applicant is in-
creased  cfliciency  through  availability o new
lunds to Local, better organization resulting in
cconomices of scale, and the availtability of Appli-
cant’s corporate strategic services. Protestant at-
tacks the availability of Tunds as contemiplated by
commercial paper as not an advantage. He also
denies the existence of cconomices of scale in the
consumer finance industry. Protestant also ques-
tions the need for management services to Local.

As noted above, lLocal has been a succeessiul
consumer finance company for 70 years. This
afone is an indication of the competence of man-
agement, both exceutive and operational. [t has

MCHizens and Southern Nationa Bank. et al., supra.. and
BankAmerica Corpordation, supra., (expansion ot lending
services, new types ot loansy; Tennessee National Bancshares,
Ine., A8 Fed. Reg. 23364, 50 Fed. Res. Bul, 700 (1973) (new
ollices, application denied on other grounds); Chase Manhatian
Corporation, 39 Fed. Rep, 4814 60 Fed. Res. Bul 142 (197
(mew oflices, new types ol loans, larger loan amounts, and
tonger loan periods: application denicd on other grounds)
Caroling BanCorp | Ine., 39 Ped. Reg. 31715, 60 Fed. Res.
Bul. 733 {1974y (new services). First National Holding Corp .
39 Fed. Reg. 285650 60 led. Res. Bul. 603 (197:4) (new
ollices)

VOU Caroling BanCorp., i, sapra., (deniad ol applica-
tion as to National Finanee Company, Ine , because of absence
of objective evidence and ficm policy conuitiment).

traditionally operated with a low asset 1o equity
ratio using bank lines of credit as a source of funds
at an ctfective rate higher than prime. Applicant
ptans 1o primarily rely on commercial paper as
a source of funds and to rely on bank loans as
a supplement. The evidence is uncontradicted that
commercial paper on a long run basis pays lower
interest than bank base primie rate. The Board has
recognized casier access to funds as a public
henefit. BankAmerica Corporation, supra., Caro-
linag BanCorp., Inc., supra., and Firse National
Holding Corp., supra. The cconomies of scale
other than the availability to the commercial paper
market are not sufliciently established or detined
10 support a finding as a benefit. 11 would appear,
however, that the availability ol corporate services
could represent o significant  improvement  in
cfficiency. The services listed by Applicant, plan-
ning., marketing, cconomics, personnel and statis-
tics, should all strengthen Local™s position among
consumet finance companics.™ These appear 1o be
the type of services necessary for Local to become
a national competitor in the ficld.

It is concluded that the availability of funds and
corporate  strategic  services  should  result i
strengthening of Local as a0 consumer  finance
company which should result in its being more
competitive in the market.

Although it appears that there are benefits o
the public 10 be obtained by approval of the
acquisition. it s also
whether possible adverse etfects may exist which
should prevent approval of the application. ‘T'he
adverse etfects listed in Section -HER) are “con-
centration of resources, decreased or unfair com-
petition, conflicts of interest. and unsound banking
practices.”’

necessary to - determine

Of the first of the possible adverse effects, the
Conference Report on the 1970 amendiment to the
Act stated in part as follows:

The danger of undue concentration of economic
resources and power is one of the factors which
led to the enactment of this Iegislation, and con-
stitutes a significant threat to the continued healthy
evolution of our free cconomy. Anierican trade
has always operated on the principle that relation-
ships between  businessmen, large and  small,
should be founded on economic merit rather than
monopoly power. Our national policies of limited

SO Chase Manhartan Corporation, suprda., gl Bankers
Prust New York Corporation, supra.
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governmental regulation and interference in trade
and commierce. however, do make it possible for
undue concentrations of resources and cconomic
power to override fundamental fairmess and eco-
nomic meril when responding to the profit motive.
This possibility is enhanced when concentrations
ol power are centered about money. credit and
other financial areas, the common denominators
undue

of the cconomy. The dangers of

concentration ol resources include. bat are not
limited to, specific competitive etfeets, which are
relevant under the Act. It
should be clear that this legistation directs the

themselves factors

Board to consider all reasonable ramitications of

the concentration ol resources in (ullitling its re
sponsibilities under section 4.1

The Board rulings e instructive as (o sttuations
contemplated as undue concentrations,

In Chase Manhatian Corp., supra. . the second
largest bank holding compuany, which did not
previously have aconsumer finanee company sub-
sidiary . sought to acquire Dial Finance Corpora-
tion, the twenty-first largest independent consuiner
finance company. In its decision denying approval
the Board conumented on concentration of credit
granting resources as follows:

s the Board's judgment that approval of
this application involving acquisition by one of the
nation’s largest bunk holding companics of amajor
consuner finance company with a large national
network of offices and @ commanding position in
the market for provision of data processing sery
ices to the industry involves the issue of concen-
tration of credit granting resources that was within
the intent of in cnacting the 1970
amendments. While the matter is not free of doubt,
and is one on which reasonable differences of
judgment may oceur, the Board has concluded that
at o ntinimum, this factor weighs against approval
ol the application.™”

Thus in addition to size, the Board emphasized

Congress

that Dial was in the business ol providing vital
data processing services to Dial's  comipetitors.
Also, in Chase Manhartan there was substantial
direet competition between the applicant’s banks
and Dial in the New York State market.

In & comparable sitwation. the Board in Bank -
America Corporation. supra.. approved the ac
quisition by the Lurgest bank holding company,

Honse Conderence Report vited by the Bowd me Bank
Amertca Corporation. supra.
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which did not have a consunier finance company
subsidiary, of the eleventh largest consumer i+
nance company., GAC Finance, Inc. In that case.
GAC was not in the business of providing neces-
sary credit related services o conpetitors, The
major concern in that case was the etfect on actual
competition tn several market arcas, and Bank-
America was required to divest itself of the GAC
operations as operating units in arcas of competi-
tion. ‘The Board found the post-divestiture acqui
sition not to constitute an undue concentration of
resources, The elimination of the situation which
would have decreased direet competition resulted
in approval of the application.

Finally. in Citicorp. Fed. Reg. .

Fed. Res. Bul. (November 10, 1975).
the Board rejected the application of the second
Fargest bank holding company to acquire through
its consumer finance subsidiary, Nationwide, two
additional consumer finance subsidiaries, Federal
Discount. the twenticth, and Amfac Credit, the
twenty-cighth fargest conswmer finance company.
The Bouard stated as follows:

While the elimination of existing. future. and
potential  competition  between Nationwide  and
cach of the Finance Companes is a source of
coneern to the Board when viewed as individuad
factors, tCrepresents an even more serious adverse
cllieet of these proposals when examined, as the
Board believes it niust be. in conjunction with a
collateral issue that has greater implications with
respect to the public interest. The facts on record
of these applications show that Applicant is one
of the leading bank holding companies in the
United States. that it alrcady has o consumer
finance subsidiary which is both substantial and
prowing in size. that Applicant™s subsidiary has
achieved a signilicant presence in the  finance
company industry. and that Applicant has gained
expertise and managerial talent in this financial
arca. The Board is of the view that, when all of
these factors are present, a proposal involving
subsequent acquisitions of additional finance com-
panics which are more thun insignificant footholds
in the consumer finance industry ollers substan
tiully diminished returns to the public interest.

Further, the Board stated:

If banking orpanizations that alrcaddy have Cairly
sizable consumer tinance subsidiaries are permitted
to make additional acquisitions of the relatively
few remaining  independent  consumer  linance
lirmis. substantial barriers to entry into the con-
suner finance industry would be raised.
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The concentration of credit granting resources
here proposed is not of the magnitude, or in the
absence of a concentration of necessary services
to the industry, of the type commented on in Chase
Manhattan. Neither is it comparable to the actual
concentration approved of in BankAmerica. Fur-
thermore, the concentration  disapproved of in
Citibank is not reflected here in the absence of
an existing subsidiary of  Applicant in the con-
sumer linance industry. It is concluded, thercfore,
that acquisition sought hercin does not constitute
“econcentration of resources™
the Act.

The second adverse effect listed in the statute
1s “*decreased or unfair competition.” The Con-
ference Report!” stated on this subject as follows:

“Where a bank holding company seeks to en-
gage in related activities through acquisition, in
whole or in part. of a going concern, the climina-
tion of existing competition will be an important
negative lactor, for other subsidiaries of the bank

as contemplated by

holding company. or the company itself, may
alrecady be providing the products and services in
the market served by the company to be acquired.
In such circumstances, where the possible benclits
to the public of bank holding company activity
are already being provided, the elimination of an
independent competitive  alternative will  weigh
heavily in the balance against approval.™

The Board has determined that consumer fi-
nance companies generally compete with com-
mercial banks in the arca of small loans to indi-
viduals. Bankers Trust New York Corporation,
suprd. This has been interpreted by the Board to
require the disapproval of applications where there
is direct competition between the applicant and the
finance company to be acquired unless the direct
competition can be climinated by divestiture.
Chase Manhattan Corporation, supra.. Bank-
America Corporation, supra., First Commercial
Bank, Inc., 37 Fed. Reg. 25795, 59 Fed. Res.
Bul. 1036 (1972), and First National Holding
Corp.. 38 Fed. Reg. 5285, 59 Fed. Res, Bul. 203
(1973). Absent the existence of direct competition,
the Board has determined that all *racquisition
canfnot] be presunied per se 1o atfect competition
adversely.” BankAmerica Corporation. supra.
Under the circumstances the only reasonable con-

Y House Conterence Repott,

clusion is that approval of the application will not
result in decreased or unfair competition.

Finatly, “‘unsound banking practices™ is listed
as an adverse elfect. The Board has required that
proposed acquisitions be a source of strength of
the bank holding company. Where the consumer
finance company’s tinancial situation has been so
impaired that it might significantly weaken the
bank involved, approval has been denied. Conti-
nental Banksystem, Inc.. 38 I'ed. Reg. 18491, 59
Fed. Res. Bul. 597 (1973), and UB Financial
Corp.. 39 Fed. Reg. 37831, 60 Fed. Res. Bul.
791 (1974, The evidence here does not support
such a conclusion. Both Applicant and Local are
prudent and conservative with fow asset (o equity
ratios. Also regardless of Local’s equity, the addi-
tion of Local’s assets to those ol Applicant would
not significantly aftect the Applicant’s asset to
cquity ratio. It is. therefore, concluded that ap-
proval of the acquisition will not lead to unsound
banking.

There is no evidence to support a conclusion
that Applicant should be perceived as a potential
de novo entrant in the consumer finance industry.
However, presently Local has numerous bank,
captive and independent consumer finance com-
pany, credit union, and retail merchant competi-
tors in cach of its market service arcas. Further
the Board has found that extension of consumer
finance companics by de novo cnfrance into new
market service areas is relatively casy. First Com-
mercial Bank, Inc, and First National Holding
Corp.. supra. Further the Board has found that
entrance de novo into the consumer [inance in-
dustry is feasible for some bank holding compa-
nies. Chase Manhattan Corporation, supra. and
BankAmerica Corp., supra. ‘Thus it appears that
despite Applicant’s rejection of de novo entrance
in the industry and the absence of a consumer
tinance subsidiary of Applicant to enter market
arcas de novo, there exist numerous present and
potential competitors of Local.*®

On the basis of the foregoing and the entire
record, it is concluded that significant benefits to
the public exist and that there are no reasonable
adverse ellects 1o the Applicant’s application for
prior approval to acquire Local. Further, it appears

Fuarther. the Board has concluded that even tor the leading
financial institutions a foothold entry is an aceeptable alterna
tive 1o de novo entry.



that 1the only basis upon which the application
could be denied would be a conclusion that bigness
per se is contrary to the purposes ol the Act and
that any acquisition of a significant consumer fi-
nance company by a leading or major bank holding
company should be prohibited. There exists no
fegal authority tor such o conclusion. On the
contrary  Applicant’s acquisition ol Local is a
“oothold acquisition™ as contemplated in Chase
Manhattan  Corporation.  supra.. and  Bauk-
America Corporation, supra. Accordingly, it is
recommended that the apphication be approved.,

Conclusions of Taw

1. The Applicant is o bank holding company
within the meaning of Scction 2cax 1) of the Act
[12 C.PRC 22526000,

2. Local is engaged in the consumer linance
business, an activity determined by the Board to
be closely related 1o the business of bunking within
the meaning of Section 4Gy and (2) of the Act
[12 CUFRC 22540000y and (2)).

3. Approval of the acquisition by Applicant of
Local and the consummation ol the proposal can
reasonably be expected to produce benefits 1o the
public that outweigh  possible adverse eflects
within the meaning ol Section Hedg) of the Act
[12 COFRD D25 Hens).

Reconunended Ovder

It is recommended that the application of Mellon
National Corporation, for prior approval 1o acquire
all outstanding shares of Tocal Loan Co. and its
subsidiaries, pursuant to Section Hex &Yy of the
Bank Holding Company Act ol 1956 as amended.
be approved.

Issued at Washington. D.Coon Mareh 1L 1976,
(Signed) Tanvies W. Mase.
Administrative Taw Judge
Department ol Housing and Urban Development
Washington, D.CL 0410

Worceester Bancorp. Inc..
Worcester, Massachusetts

Order Approving
Management Consulting Activities

Worcester Bancorp. Inc.. Woreester, Massa
chusetts. @ bank  holding  company  within  the
meaning of the Bunk Holding Company Act, has

725
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apptied Tor the Board's approval under § -HeHB)
of the Act (12 U.S.C0 § 1813 eH®8Y) and §
225.40)(2) of the Board's Regulation Y (12 CEFR
§ 225.4b) 20, to engage de novo i the activity
of providing management consulting advice to
nonafliliated  commercial banks  through  Appli
cant’s wholly-owned subsidiary. Empire Group,
Inc. ("Empire™ ). Natick, Massachusetts. Such
activities have been determined by the Board (o
be closely related to banking (12 CHFR §
22541 2)).

Notice of the apphication, aftording opportunity
for interested persons o submit comments and
views on the public interest factors, has been duly
published (41 Federal Register 9936). The time
for ling comments and views has expired. and
the Board has considered the application and all
comments received. including those submitted by
the United States Departiment ol Justice, in the
light of the public interest factors set forth in §
HeHBy of the Act (12 TLS.CU§ 1843(C)8)).

Applicant.  the  seventh largest
banking organization in Massachusetts, controls
five banks with aggregate deposits of  approxi-
mately $531 million, representing 3.7 per cent of
the total deposits in conunercial banks in the
State. Applicant presently engages i o variety
of permissible nonbank activities through a num-
ber of direet and indirect nonbank subsidiaries.
Applicant’s nonbank activities include Tactoring,
making toans secured by second nmortgages on real
property. personal  property  leasing on o Tull
payout basis. and selling credit life and credit
accident and health insurance which is related o
extensions of credit by Applicant's lending sub-
sidiarics.

Through Empire, Applicant proposes to engage
de novo in providing management consulting ad-

commerceial

vice to nonafliliated commercial banks on an ex
plicit  fee Such  advice
principally to the collection of consumer joans,
including but not limited to oftering advice on
bank collection procedures, loan documentation,’
repossession rechniques. disposal ol repossessed
property, personnel management. and compliance
with consumer protection laws, Since Applican
proposes 1o engage in these activities de novo, it

basis. would  relate

does not appear that any meaningful competition
would be eliminated or potential competition fore

VAL Banking: datacine as ol June 300 1975 and ellect holdimg
cotmpany tormations and acquisitions approved by the Board
throush Apid 0.0 1976,
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closed as a result of approval of the application.
Rather, it appears that Applicant’s de novo entry
into this industry should have a procompetitive
clfect by increasing the number of firms offering
this specialized consulting advice. Furthermore,
by making this service available on an explicit fee
basis rather than as a correspondent banking serv-
ice, clients will be able to more accurately analyze
the cost of such services and may be able to more
cfliciently allocate their funds.

There is 1o evidence in the record o indicate
that Applicant’s engaging in the activity of pro-
viding management consulting advice would result
in any unduc concentration of resources, unfair
competition, conflicts of interests or  unsoud
banking practices.?

2in counection with the subject application, the United States
Department of Justice submitted a letter expressing concern
that possible contlicts of interests could result from approval
of this proposal. However, at the time the Board adopted the
activity  of - providing  management  consulting  advice  to
nonafliliated banks pursuant to section 4(e)8) of the Act, the
Board considered the potential for conflicts of interests resulting
from a bank holding company’s engaging in this activity. In
recognition of this potential, the Board incorporated in Repu-
lation Y a number of restrictions upon a hank holding com-
pany’s petformance of this activity, including the stipulation
that any bank holding company providing management con
sulting advice must disclose to cach potential clicat bank the
names of all banks which are afliliates of the consulting
company and the names ot all existing client banks located
in the same market arca(s) as the potential client. The Board
is of the opinion that these restrictions provide ample profection
against possible conllicts of interests.

Based upon the foregoing and other consid-
crations reflected in the record, the Board has
determined that the balance of the public interest
factors the Board is required to consider under §
4(c)(8) is favorable. Accordingly, the application
is hereby approved. This determination is subject
10 the conditions sct forth in § 225.4(¢) of Regu-
l[ation Y and to the Board's authority to require
such modification or termination of the activities
of a holding company or any of its subsidiaries
as the Board (inds necessary to assure compliance
with the provisions and purposes of the Act and
the Board’s regulations and orders issued
thereunder, or to prevent evasion thercof .,

The transaction shall be made not later than
three months after the clfective date of this Order.
unless such period is extended for good cause by
the Board or by the Federal Reserve Bank of
Boston.

By order of the Board of Governors, effective
July 7, 1976.

Voting for this action: Chairman Burns and Gover-
nors Gardner, Wallich, Coldwell, Jackson, Partee and
Lilly.

(Signed) J. P. GARBARINI,

{sEalL] Assistant Secretary of the Board.

ORrDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Board of Governors

During July 1976, the Board of Governors approved the applications listed below. The orders have
been published in the Federal Register, and copies are available upon request to Publications Services,
Division of Administrative Services, Board of Governors of the Federal Reserve System, Washington,

D.C. 20551,

Section 3

Applicant

Hastings State Company.
Hastings, Ncbraska

Hastings State Bank,
Hastings, Nebraska

Board action Federal

(effective Register

Bank(s) date) citation
7/19/76 41 F.R. 31263

7/27/76



Section 4

Law Department 727

Board action Federal
Nonbanking company (effective Register
Applicant

First Missouri Banks, Inc., First Missouri

(or activity) date) citation

7/12/76 41 IF.R. 29495

Creve Coeur, Missouri Insurance Group, T/16/76
Phocenix. Arizona

ORrDER APPROVED UNDER BANK MERGER ACT—

By Federal Reserve Banks

During July 1976, application was approved by the Federal Reserve Bank as listed below. The order
has been published in the Federal Register, and copies are available upon request to the Reserve Bank.,

Applicant Buank(s)
First Guaranty Bank, Schooltield
Hurt, Virginia Bank and

Trust Company,
Danville,
Virginia

Federal
Reserve ffective Register
Bank duate citation
Richmond 7/20/76 41 F.R. 32293
8/2/76

PenpING Cases INVOLVING THE BOARD OF GOVERNORS*

International Bank v. Board of Governors, et
al., filed July 1976, U.S.D.C. for the District
of Columbia.

North Lawndale Economic Development Cor-
poration v. Board of Governors, filed June
1976, UI.S.C.A. for the 7th Circuit.

Central Wisconsin Bankshares, Inc. v. Board
of Governors, filed June 1976, U.S.C.A . for
the 7th Circuit.

*This list of pending cases does not include suits against
the Pederal Reserve Banks in which the Bowd ot Governors
is not named a party.

AR, Muartin-Trigona v. Board of Governors,
et al., filed June 1976, U.S.D.C. for the
District of Columbia.

Save Needed Environmental Levels League v.
Southern California Company, et al., filed
May 1976, U.S.D.C. tor the Central District
of California.

National Urban League, et al. v. Office of the
Comptroller of the Currency, et al.. liled
April 1976, U.S.D.C. for the District of
Columbia Circuit.

Farmers & Merchants Bank of Las Cruces,
New Mexico v. Board of Governors, filed
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April 1976, U.S.C.A. for the District of
Columbia Circuit.

United States ex rel. AR, Martin-Trigona v.
Arthur 1. Burns, ¢t al., filed March 1976,
U.S.D.C. for the District of Columbia.

Grandview Bank & ‘Trust Company v. Board
of Governors, filed March 1976, U.S.C.A.
for the Eighth Circuit.

Association of Bank Travel Bureaus, Inc. v.
Board of Governors, filed February 1976,
U.S.C.A for the Seventh Circuit.

Memphis Trust Company v. Bourd of Gover-
nors, filed February 1976, U.S.D.C. for the
Western District of Tennessee.

First Lincolnwood Corporation v. Board of
Governors, liled February 1976, U.S.C.A.
for the Scventh Circuil.

Helen C. Hatten, et al. v. Board of Governors,
filed January 1976, U.S.1D.C. for the District
of Connecticut.

International Bank v. Board of Governors, filed
December 1975, U.S.C.A. for the District
of Columbia.

Roberts Farms, Inc. v. Comptroller of the Cur-
rency, et al., filed November 1975, U.S.D.C.
for the Southern District of California.

National Computer Analysts, Inc. v. Decimus
Corporation, ¢t al., filed November 1975,
U.S.D.C. for the District of New Jersey.

TPeter I Blum v. First National 1lolding Cor-
poration, filed November 1975, U.S.D.C. for
the Northern District of Georgia.

YPeter E. Blum v. Morgan Guaranty Trust Co.,
et al., filed October 1975, U.S.D.C. for the
Northern District of Georgia,

TLogan v. Secretary of State, et al., filed Sep-
tember 1975, U.S.D.C. for the District of
Columbia.

Florida Association of Insurance Agents, Inc.
v. Board of Governors and National Asso-
ciation of Insurance Agents, Inc. v. Board

of Governors, filed August 1975, actions
consolidated in U.S.C. A, for the Fifth Cir-
cuit.

Bank of Boulder v. Board of Governors, et al.,
filed June 1975, U.S.C.A. for the Tenth Cir-
cuit.

FEDavid R. Merrill, et al. v. Federal Open Market
Committee of the Federal Reserve System,
filed May 1975, U.S.D.C. for the District of
Columbia, appeal pending, U.S.C.A. for the
District of Columbia.

Curvin J. Trone v. United States., filed April
1975, 1.S. Court of Claims.

Louis J. Roussel v. Board of Governors, filed
April 1975, 1.8.D.C. for the Eastern District
of Louisiana.

Georgia Association of Insurance Agents, et al.
v. Board of Governors, filed October 1974,
U.S.C.A. for the Fifth Circuit.

Alabama Association of Insurance Agents, et
al. v. Board of Governors, filed July 1974,
U.S.C.A. for the Fifth Circuit.

Tinvestment Company Institute v. Board of Gov-
ernors, dismissed July 1975, U.S.D.C. for
the District of Columbia, appeal pending,
U.S.C.A. for the District of Columbia Cir-
cuit.

Eust Lansing State Bank v. Board of Gover-
nors, fited December 1973, U.S.C.A. for the
Sixth Circuit.

TConsumers Union of the United States, Inc.,
etal. v. Board of Governors, liled September
1973, U.S.D.C. for the District of Columbia.

Bankers Trust New York Corporation v. Board
of Governors, filed May 1973, U.S.C.A. for
the Second Circuit.

T Decisions have been handed down in these cases, subject
to appeals noted.

FThe Bowrd of Governors is not named as a party m this
action,
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REGUIL.ATION G: Amendments

The Board of Governors has announced a reduc-
tion in the paperwork and reporting required in
the regulation of seeurities credit, effective August
20, 1976.

Amendmeiits to the Bourd's Regulation G gov-
erning securitics credit by lenders other than banks
and broker-dealers will reduce by half the number
ol persons subject to the regulation, yet continue
to regulate 98 per cent of the credit covered under
the regulation.

The action is part of a continuing cflort by the
Board to reduce the reporting burden on the public
and to dercgulate lenders over which regulatory
control is no longer essential.

Regulation G, issuced in 1968, applics 1o certain
types of sccuritics credit extended. arranged, or
maintained by lenders other  than banks  and
broker-dealers, such as credit unions and insurance
companics. ‘The regulation is designed to prevent
the excessive use obf sceurities credit by such
lenders.

The amendments will:

. Reduce the frequency of reporting by Regu-
lation G lenders. Reports will be required of all
Regulation G lenders on an annual instead of a
quarterly basis.

2. Decrease the number of persons subject o

the regulation. This will be done by increasing
the minimum amount of credit that subjects a
lender to the regulation. The minimum amount of
credit extended or arranged will be $100,000 i
any calendar quarter (instead of $50,000) and in
the case of credit outstanding,  the  minimum
amount will be raised from $ 100,000 (o $500,000
al any time during the calendar quarter.

3. Establish a floor of $200.000 for credit out-
standing during any 6-month period for deregis-
tration of a lender. Under the present rule deregis-
tration may occur only when no credit is outstand
ing.

These provisions will cut o hall the approxi-
mately 700 lenders registered under Regulation GG

and will cut the annual reporting burden from
2,800 reports to 350 reports.

Revisions will be made to Forms G-1 (Regis-
tration  Statement). G2 (Deregistration  Stale-
ment). and G-4 (Quarterly Report) to veflect the
new amendments.

BOARD STATEMENT:
Cceiling Rate on IRA’s

The Board of Governors has said that it will give
further consideration carly next year to the gues-
tion of whether commercial banks should be per-
mitted to pay the same ceiling rate of interest on
individual retirement accounts as do thrift institu -
tions.

Further consideration of possible action to per-
mit member banks o offer IRAs o a fully com-
petitive basis with (hrift institutions will be appro-
priate in carly 1977 when the Congress is consid
ering an extension of interest rate ceilings for
financial institutions, the Board added.

There is some evidence. as yet inconclusive,
indicating that member banks may be at a com:
petitive disadvantage in competing with thrift in-
stitutions for IRA deposits, the Board said. Sav-
ings institutions generally may pay rates ol interest
on such deposits ¥ of a per cent higher than
commercial banks. The Board will continue to
monitor the growth of IRA accounts at all financial
institutions.

The Board indicated that under the provisions
of Public Law 94 200, passed in December 1975,
any action by the Board to eliminate or reduce
an interest rate differential for any calegory of
deposit that was in effect on Deceniber 10, 1975,
would require approval by the Congress before it
could become etlective.

Individual retirement accounts are  retirement
savings deposits that may be established under the
Lmployee Retirement  Income Scceurity  Act ol
1974 by individuals not covered by an employer
retirement plan.
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PROPOSED AMENDMENTS
AND INTERPRETATION

The Board of Governors has announced that it
would consider possible adoption of providing
management consulting advice 1o certain types of
nonaffiliated financial institutions as an activity
permissible for bank holding companies (Regula-
ton Y-—Bank Holding Companices). The Board
will receive comment on the proposed amend-
ments and on a related application, through Sep-
tember 8, 1976.

The Board has also proposed an interpretation
of its Regulation 7, (‘Truth in Lending) to state that
when a dealer and a creditor share in the interest
on a consumer credit contract such participation

nced not be separately stated in disclosures given
to the consumer. The Board requested comment
by Scptember 27, 1976.

SYSTEM MEMBERSHIP:
Admission of State Bank

The following bank was admitted to membership
in the Federal Reserve System during the period
July 16, 1976, through August 15, 1976:

California
San Francisco ............... Pacific Sccurities
Depository Trust Company
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Industrial production increased by an estinmated 0.2
per cent in July following rises of 0.4 in June and
0.9 in May. Most major sectors of production
showed little change or small increases last month.
Over-all activity was also dampened somewhat in
July by increased strike activity. notably in coal
mining. At 130.4 per cent ol the 1967 average.
the index is now almost 17 per cent above the
March 1975 trough.

Output of consumer goods was apparcently un-
changed in July. After allowance for model
changeover, auto assemblies edged oft slightly
from June: production schedules that are currently
available indicate Little ¢change for the remainder
of the third quarter. Production of other consumer
durable goods was almost unchanged. as small
rises in furniture, carpeting, and miscetlancous
goods were offset by a decline v appliance pro-
duction. After a substantial rise carly this year.
output of business cquipment has shown only
mudest increases in recent months, rising by 0.3
per cent in both June and July. Production of
construction supplics rose 0.4 per cent in July.

Output of nondurable goods materials, which
had rebounded strongly in the carly part of the

Noti. Historical industrial production data on the
newly revised basis is expected 1o be available by
mid- September.

731

recovery, has recently been sluggish. However,
production of duruble goods muterials continued
o advance strongly in July to a level approxi-
mately 25 per cent above the low in the second
quarter of 1975 but still 6 per cent below the
pre-recession high, The materials capacity utiliza-
tion rate was 81 per centin July. 13 per cent below
the 1973 peak.
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BANK RESERVES AND RELATED ITEMS o AUGUST 1976

MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS

(In millions el dollars)

I'actors supplying reserve funds
Reserse Bank credit outstanding
Treas-
Period or date LLS. Govt, seeurities ! 1+ Special ury
. 4 cur-
: Gold Rivhts rency
Held | Other stock cerfiticate out-
Boughi under I oans Floot IR, Totald aceonnt stand-
Total out- repur- asstits ing
right 2 chase
ipree-
nient
Averages of daily ligures
1
1969—Dec 57,500 57,298 205 . 1,086 3,235 2,204 64,100 10,367 |...... ... Y6,841
1970—1cc 01,088 61,310 RYE I a21 3,570 1,032 06,708 11,108 007 7,145
1971 —=-Dec 69,158 68,868 290 107 3,905 982 74,255 10,132 400 7,611
1972---Dec, 71,094 70,790 304 1,049 3,479 1,138 76,851 10,410 400 8,293
1973—Dec 79,701 74,833 868 [,298 3,414 1,079 85,042 1,567 400 8,668
| D R T v R6,679 §5.202 1,477 703 2,734 3,129 93,967 1,630 400 9,179
1975 July 88, 166 87,882 2R4 261 1,911 3,100 94,144 11,620 500 9,616
Aup.. 86,820 B0, 348 481 201 1691 2,951 92, 395 11,604 500 9.721
Sepl.. [ U ) 87,531 1,660 306 1.823 3.0060 95.277 11,599 500 9,797
Oct. L 90,476 89,547 929 101 1,945 3,521 96,931 11,599 500 9.877
Nov 190,934 89,560 1,374 61 2,480 3,481 97,817 11,599 500 10,010
Dee.. Lo 92,108 91,225 583 127 3,029 3,534 99,0651 11,599 500 10,004
! 92,998 91,524 1,474 79 2,684 3,505 100,172 11,599 500 10,177
L 94,610 92 812 1,798 76 2,378 1,184 101,369 11,599 500 10,267
94, 880 93,503 1,377 s 21204 31412 ] 101,336 11,599 500 10,436
93.24) 92,187 1,056 14 2,236 4,144 100,317 11,599 500 10,501
95,967 94,0449 1,918 121 2,071 4,051 102,951 11,599 500 10,552
95,592 94,289 1,303 120 2,678 4,069 103,106 11,598 530 10,623
Julyrooo oo 97,105 96,210 Y5 123 2,752 4,375 104,830 11,508 700 10.652
Week ending---
1976--May  S............. 97,490 94,289 3,201 30 2,464 4,402 105,278 11,599 500 10,499
12, 93,718 93,099 619 55 2,395 4,361 101,108 11,599 500 10,535
95,119 91.777 1,342 122 2,377 4.015 102,296 11,599 500 10,541
96,984 94,798 2,186 136 1,795 3.737 103,463 11,599 500 10,581
June 2.l 95,992 93.903 2.089 242 1,962 3,795 102,717 11,598 500 10,580
P 90,962 90,962 .. ... .. 93 2,98 3,799 98,214 11,598 500 10,609
93.804 Yy3.520 284 49 2,508 4.251 101,056 11,598 500 10,616
v7.152 95,0652 1,500 165 2,535 4,092 104,741 LT, 598 514 10,634
tg1,294 Y7 496 3,798 165 2,327 4,150 108,925 1,598 614 10,630
July 09,9315 97.531 2,404 126 2,401 4,566 107,883 11,598 700 10,0641
95,804 95,804 ... 176 3,448 4,460 104,239 11,598 700 10,641
96,359 95,988 371 6l 2.703 4,579 104,071 1,508 700 10,656
96,352 95,704 558 159 2,465 4,087 103,418 11.598 T00 10,0064
Fnd of month
1976- May.. ............. 97.593 94,134 3,259 397 475 3,888 1 103,228 11,50 500 10,514
June .. 101,528 97,380 1,148 314 3,577 4,213 110,679 11,598 700 10,573
Julyr oo 97,524 95.316 2,208 46 2.155 3,946 104,327 11,398 700 10,667
Wednesday
1976- -May 96,440 94,240 2,200 41 3,340 4,537 105,072 (1,599 500 10,533
96,324 94,136 2,188 258 3,181 4,355 114,860 11,599 500 10, 540
97,044 93 814 3,230 541 3,027 3,542 105,035 11,599 500 10,548
96,885 94,780 2,105 645 2,291 3,820 104,356 Lt,598 500 10,588
June 2.0 91.425 90,425 | ! 166 2,705 4,002 98,718 11,598 S00 10,596
9 490,054 90,054 [.......... 351 2,856 3,819 97.492 11,598 500 . 10,609
16 96,142 94,155 1,987 6l 3,570 3,965 104,415 11,598 500 | 10,623
97,459 96,503 656 837 3,025 4,155 106,174 L1, 598 600 10,639
i) T 101,528 97,380 4,143 34 3,577 4,233 110,679 11,598 700 10,573
July 98, IRO 96.985 1,401 71 3,038 4,538 106,593 [1,598 700 10,641
96,809 90,809 (... 1,013 3.862 4,400 106,427 11,598 700 10, 644
96,286 96,286 |.......... 129 3,487 4,411 104,653 11,598 700 10,661
U8, 125 95,247 2,878 677 2,793 3,941 105,986 11,598 700 10,667

IIncludes Tederal agency issues held under repurchase agreements
beginning Dee, |, 1966, and Federal ageney issues bought outright be-
ginning Sept, 29, 1971,

2 Includes, beginning 969, sceeurities loaned  -Tully guaranteed by ULS,
Govt. securities pledged with IR, Bapks-- and exclu (il any) securities
sold and seheduled 1o be bought back under matehied sate—purchase
transactions.

3 Includes aceeptances. For holdings of acceptances on Wed. and end-
of-month dates, see p. A-10,

4 Beginning July 1973, this item inciudes certain deposits of' domestic
nonmenmber banks and foreign-owned banking institutions held with
member banks and redeposited in full with 1''R. Banks in connection

Notes continued on opposite page.



AUGUST 1976 « BANK RESERVES AND RELATED ITEMS A3
MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS—Continued

(In miltions ot" dollars)

Iactors absorbing reserve funds

Deposits, other
than niember bank Menber bank
Cur- reserses Other , Teserves
reney i with 1. R. Hanks JI.R. Period or date
in . . ia-
cir- ! ' ! bilitics !
culia- ings I and With Cur-
tion . Treas- l'or. Other capital F.R. rency Total &
) ury cign Ranks and
coin *
- . - |
| sos of daily figures
53,591 656 1194 146 458 2,192 23,071 4,960 28,031 1969- - Dec.
57.013 417 849 145 | 738 2,265 23,925 5,340 29,265 970 Dec.
61.060 453 1.926 290 728 2,287 25,653 5,076 31,320 1971 Dec.
66,000 I50 1.449 272 631 2.362 24,830 6.095 31,353 1972 Dec.
71,646 223 1,592 406 | 717 2.942 28,352 6,635 35,008 1973 Dec,
78,951 220 LTI 357 874 3.266 29,767 i 7.174 36,941 1974 -Dec,
81.758 : 358 2,207 209 Tl 3,135 27.442 7,213 34,0655 July
81.822 RIS 818 274 660 3,000 27,183 .299 34,482 Aug.
1,907 362 3.415 JOR 798 3,169 27,215 7.431 34,646 .Sept.
8§2.215 387 4.940 271 632 3,208 127,254 7.313 34,567 .Oct.
81,740 415 4,333 297 64 3276 27,215 | 7,356 34.571 .Nov.
85,810 452 3,955 259 Y06 1,247 27,215 | 7.773 34,989 Dec.
84,625 490 5.903 287 916 X 26,998 8.445 35.575 Jan.
84,002 527 §.3811 280 716 { 26,168 7,046 33,953 I'eh
85,014 St 7,653 204 810 3 26,366 7,450 33.907 Mar
86,505 524 5.211 254 IS L) 26,345 | 7,563 34,063 Apr
87,389 507 7.215 2860 055 3.7 26.230 7.6838 34.228 May
88,547 510 6,778 252 784 3,278 25,711 7,903 3,774 JJune
89,420 476 7,404 262 y45 3.310 25,904 8,062 14,174 July?
Week ending:
86,745 8,910 284 818 3.38Y 27.208 7.937 35,296 1976 May 5§
87.422 6,427 327 632 RN RIC 25,271 8,297 33,720 e 12
87,502 6.471 300 SOR 3,234 26.346 7.038 34,136
87.402 8.055 232 624 3,400 25,927 | 7.513 33.597
87.890 4K8 6,777 275 | 76 3,410 25,834 7.833 33,825
88,001 503 2.951 258 664 3,050 24 B85 R,082
88.765 507 4.050 261 1,031 25,970 7.841
88,527 513 N, 348 243 - 723 25.801 7,613 \
88,358 511 11,758 251 069 20,029 8,077 M 66
89,211 510 10,415 257 1,025 3,232 26153 8,220 14,521
89,971 476 7,121 255 | 772 | 3,212 25.370 8,400 33,919
89,582 443 5,022 282 u4s 3,280 26807 7,428 34 441
89,033 500 6,218 250 1,043 1.4217 25.909 8,145 34,202 -
\
. I'nd of month
87.657 505 6,745 303 679 3,500 26.457 7,833 34447 May
88 .878 480 1.972 349 §47 3.504 27.460 3,077 35.697 L June
88.908 500 8,739 293 PR} 3.528 24.313 K. 191 32,052 L July?
l : Wednesday
i
87,289 513 6,046 208 795 29,702 1 7 PAYS 37,790 Lo 1976 - May 5
87,818 510 5,795 REPANN 588 | 24,255 207 37,704 .. 12
87,611 43 7.8061 230 518 27.632 7,().!8 35,422
87,782 430 7.055 251 var 26,498 7,513 168
88,520 513 6,128 238 849 22,165 7,833 30,157
88,987 495 2,496 238 637 | 24,234 R,082 12,470
88 896 510 5.763 215 87 27.672 7,841 35.071
88,594 507 11,052 254 740 . 2485 7,033 32,278
88,478 430 1,72 RED] %47 ' 27,400 8,077 35,697
90,014 492 7,478 260 800 27,354 8,220 5,722
90,120 4406 6,987 234, 743 27,593 8,400 36,142
89,520 ' 431 5,042 277 1.142 27,882 7.428 35,458
89,230 300 6.320 227 | 1,134 28,018 y, 145 36,311
{
\nlh voluntary participation by ponmemBber istitulions in the TR, Sys- reserve deficiencies on whivh 1R, Banks were dilowed to waive peniltics
em's pmm.un nl credit restewadng, tor transition period assocideed with hank adaptation o Rwulu(mn 1,
of Dec. 1974, the anmount of yeluntary nonmember bank and i atmended eifecrive Nov, 90 19720 For 1973, adlowable deficiencie
foreipn-ieency lllk' branch deposits at LR Banks that are associated cluded are (hu'lnn ne with first statement week of quartery: Q1 $27
nnal reserves are no )un);u seported, Hlowever, two amounis itre mhoen; QX %172 mduon; O3, $112 million; ()l ‘t\Hl million. Jor 19
Dy deposits voluntari’s held as reserves by l”Lllle.\ and branches QL. S67 nnllu n, Q2 358 mlllmn wition period ended after 1974, (
ol foreivn banks operating in the United Stittes; and () Bro-dellar Beginning wit h Wy L1975, adjosted ro include waivers
liabilitie of ])cl\:l](i‘.‘\ for reserve deti accordance with Board policy,
s l’.ul Wlowed as reserves Dee, 1. 1959 Nov, 24 1960; all allowed elicctine Nos, 190 1975 of permitting, transitional reliel on a graduated
thereafier. Beginmng Jan. 1963 figures are estmated exeept weekly basis over it 2b-month period wher @ nonmember bank miergees into an
averapes. Beginning Sept, 17, |‘)(\N, amount is based on close-of-business existing nember bank, or when a noamember hank joins the Tederal
figures for reserve period 2 weeks previous 1o report date. Reserve Svstem,

6 Bepinning with week ending Now 131972 includes $450 million or P'or other netes see opposite page,



A4

BANK RESERVES AND RELATED ITEMS n AUGUST 1976

RESERVES AND BORROWINGS OF MEMBER BANKS

(In millions of dollars)

All member banks :
Period Reserves Borcowings I
Total Re- | xeess! Total Sea-
held! | quired ! sonal |
1965— Decay v v aansenn| 22,719 | 22,267 452 454 | ...
1967—Dec 25,260 | 24,915 345 238
1968—Dec 27,221 | 26,766 455 765 ..
1969—Deec.. 28,031 | 27,774 257 1,086 ...
1970—Dec.. 29,265 | 28,993 272 321 ..
1971—Dce.. 31,329 1 31,164 ! 165 107 : |
1972—Deec.. 31,353 | 31,134 219 1,049 ...
1973— Dec 35,068 | 34,806 202 (298 41
1974 - Dee.. .. 36,941 | 36.602 KXY 703 32
1975- July........... 34,655 | 34,087 I -2 201 17
A 34,265 2107 21 38
34 .447 - 199 306 . ol o,
34,411 156 or 65
34,571 | 34,281 290 6l 28
34,989 | 34,727 202 127 13
1976-- 35,575 | 35,366 209 79 9
33,953 | 33,939 14 76 - 11
33,967 | 33,531 436 1 58
34,063 1 33,974 89 44 11
14.228 | 33,840 382 121 11
33,774 | 33,657 117 120 20
34,174 | 34,081 93 123 25
Week ending-— '
1975—July . 35,481 | 35,085 196 871 | 15
34,612 | 34,479 133 222 1 13
34,864 | 34,791 73 202 | 15 i
34,898 | 34,695 203 382 ! 19
34,999 | 34,718 281 253 23 .
1976—Jan.  7....... 35,551 | 35,227 324 67 10 .
4....... 15,802 1 15,639 163 - 45 8
20,000 36,193 | 35,990 1v7 i 153 10
28....... 35,072 1 34,907 168 | 58 8
Feb, 4.0, 15,069 | 34,652 ( 417 : 57 12
..., 33,779 | 33.729 50 51 2
18....... 34,540 | 34,040 500 | 56 10 |
25,0000, 33,650 | 33,773 117 148 . 10 i
Mar, 34,088 | 33.678 410 85 8
33,379 | 33,276 103 48 8
33,710 | 33,509 201 40 ]
33,562 | 33.451 11t 8
34,236 | 33,838 398 36 10
Apr., 33,587 | 33.404 123 24 H
33,762 | 33,589 173 611 {
34.447 | 34.317 130 a0 ! )
34,384 | 34,272 112 54 1
May 35.290 | 34.855 441 30 11
33,720 ) 33,753 - 33 55 9 -
34,136 | 33.891 245 122 [
33,597 | 33.519 73 136 12
June 2....... 33,825 | 33,372 . 453 242 17
oo 33,127 | 33,197 . - 70 93 14
1o....... 23,971 ) 33,400 571 449 o
P2 IR, L 33,594 ) 33,774 180 165 , 21
0....... 34,866 | 34,341 525 165 | 28
July 34,521 | 33,959 562 126 ° 26
. 33,919 | 33,890 I 29 | 176 2)
ceeeel 34,443 1 34,198 245 6l 24
287, ... \ 34,202 | 34,200 2 159 27
, .

[ arge banks?
All other banks
1 :

New York City - City of Chicago ) Other

Iixcess  Borrow-  Fxeess  Boerrow- FPxeess | Borrow-, lixcess I Borrow-
ings | ings ings ings
41 [SUI 15 l 23 . 67 224 330 92
18 . 40 | 8§ 13 | 50 105 267 80
100 ; 230 15 85 90 270 250 180
56 259 18 27 6 479 177 321
4 25 7 4 42 264 189 28
25 35 1 8 --35 22 174 : 42
,
=20 301 131 55 —~42 429 —160 264
-23 74 43 28 28 761 133 435
132 80 5 18 39 323 o} 282
=22 54 -24 23 1y 62 132 122
-8 14 ] 1 9% Sl 132 145
17 68 27 | 2 | 23 . 141 132 185
42 31 3 3 32 134 128
50! 7 ] ! 42 S 164 49
64 - 63 89 ° 20 127 a8
52 9 3 13 172, A}
— 147 20 —14 t -2 16 177 39
177 21 36 2. 108 14 15 21
2000 -4 8 -47 [N 138 21
13 29 ] 2 297 33 141 57
22 26 91 7 - 125 22 129 05
=19 37 7 13 209 I 112 62
: . i

57 189 39 oo ! 17 468 i 183 214
18 0. 200 Lo 20 90 155 132
- 72 R 2 54 6 16 137 54
107 151 9 50 -1 57 100 124
82 [........ 15 ..o 67 91 17 , 162
2 I 2 o 102 Il 175 56
70 2o V4 21 18¥ 43
02 28 2 7 91 1§ i 170 30
49 10 AR 23 ‘ 5 1l 33
4o 139 | 16 198 41
20 ... 3 14 144 a7
7. 4 95 10 232 42
S --43 24 88 | 42
98 31 11 122 14 179 i 29
67 3 135 [
13 22 141 18
70 23 81 19
109 . 14 174 i 22
17 4 135 - 20
- s 32 151 4
4l 2 15 20
C 43! 26 112 28
65 3 6 i 206 Coase . 27
43 | 34 3 3 112 2 119 16
40 - 40 14 O 80 34 139, 42
53 53 0 e o 32 9l 51
(¢ 15 14 244 7 164 149
42 36 - 13 17 153 5 138 35
mg ........ [£3, 20 P 210 8] 17§ Kt
106 062 =30 | -134 45 90 58
95 14 37 |veinn ! 213 24 180 127
7 21 50 ... | 22 . 1 173 104
93 ™ -28 57 24 3 126 * 38
26 ..., ... 20 R --137 11 71 50
233 63 L B BRI 171 a3 81 03

1 Beginning with week ending Nov, 15, 1972, includes $450 mitlion of

reserve deficiencies on which LR, Banks are allowed to waive penalties
for a transiton period in connection with bank adaptation to Regulation J
as wmended eftective Nov. 9, 1972, Beginning 1973, allowable deficiencies
included are (beginning with first statement week of quarter): QI, $279
million; Q2, $172 million; Q3, $112 million; Q4, $84 million. Beginning
1974, Qt, $67 million; Q2, $58 million, Transition period ended after
second guarter, 1974, For weeks for which figures are preliminary, figures
by class of bunk do not add to the total because adjusted data by class are
not available.

Beginning with week ending Nov, 19, 1975, adjusted to include waivers
of penalties for reserve deficieneies in accordance with Board policy,
cllective Nov, 19, 1975, of permitting transitiona: relief” on @ graduated
basis over a 24-month period when o nonmember bank merges into an

existing member bank, or when a nonmember bank joins the federal
Rueserve System,

2 Beginning Nov, 9, 1972, designation ol banks as reserve city banks
for reserve-requirement purposes has been based on size of bunk (net
deniand deposits of more than $400 million), as described in the BerieiN
for July 1972, p. 626. Categories shown here as “Large’” and “All other”
parallel the previous “Reserve city” and “Country” categories, respectively
(hence the series are continuous over time).

Not1e,— Monthly and weekly data are averages of daily figures within
the month or week, respectively.

Borrowings at . R, Bunks: Based on closing figures,

Fffective Apr. 19, 1973, the Board’s Regulation A, which governs lend-
ing by F.R. Banks, was revised to st smaller member banks to mect
the scasonal borrowing needs of their communities,
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AUGUST 1976 1 MONEY MARKET BANKS

A5

BASIC RESERVE POSITION, AND FEDERAL FUNDS AND RELATED TRANSACTIONS

(In millions of Jo

Hars, except as noted)

T
I Bas1¢ reseive position [nterbank Federal funds transactions Related transactions with
LS. Gove, seeurities dealers
o " ) |
' 1ess Net _“-If-l‘hl\' o Ciross 11';1;\\;\\:\1011.\' Net trnnactions
. deficit () :
Reporting banks L L l |
amd vl | Bor-
week ending [xeess ) Net ! Per cent Lwo-wily - [ oans row- Nt
re- Beor- inter- | ol Pur- trans vhises Sales to inps loans
servest ‘ rosvings i lmlnk | Amount | vhiases Sales [ actions el net ol net | dealers? Irom
ar LR Federad | buvine  selling Cdealerst
Banks Tunds reserves banks banks i
| .
Lrns. |
—_— . . | i ! ’
. |
Total- 46 hanks | | ! ‘ :
1976 June 2. I2llll .’\"_: ::) ‘_:X‘l ”ﬁl,N‘ﬁt? l'/).l_"' LK.H-&'I) 7.867 S,l:‘lllll'? :.‘.'/-W'): '.‘.,('."(lv'h' 1,291 1,241
9. 0 42 ,‘)‘) 15,91 o8,6] 20,72 W2 4.( [CANt 0O 1,484 2.245
Ih. LR T o7.8l 1.0 108 1(.,‘311_1 2,178 1.072] 2ls9p
23, RN 96 ! 89,4 19 17} 4,5291 14 R4l 171§ 941 1,106
30 [§:0] 1y |() : l() 061 66,2 17,914 4,7960 13,114 2 K80 1,249 GO8
July 7 552 21 13,296 12,7066 85,5 20,637, 7.341 4,668 IS,‘J(.Q‘ 2,673 2.448) 997, 1,451
14,. 18 135 16,941 17,059 1128 22,23‘)‘ 5.348 4,043 18,247 1,305 3,260 600 2,654
21.. [§itH 9 13,092 -13.0641 90,0} 20,241| 6.549 4,472 15,769 2.077 2.549 935 1,614
28 .“ (1(!( 12,6171 12,0630 84, X[ 18,938, 0.321 4,227 14,711 2,094 2.259. 1,327 933
8in New Yark City i i i . :
1976 June L] I 3,238 S48 4,484 1,217 1. 181 3,301 4 1,399 201 1,138
H«I RIS s 370 88U & 5OB6Y 552 252: 5,407 1713 281 I:AH?.
or oo ! 4,916 g1 S.6102 894 294 5,018 22109 201 2,008
24 Nt 3,701 628 4.0629 1,012 1,012 1018 1,293 229 1,064
hN |4‘ 3, I‘4| 5].(l| 4. 38 1,190 1,106 1279 1,283 193 1.0ut
July  7....... 4.‘() 21 5.0006 84.0 6, 105 [ 001 S.a1dl 1,684 157 1,327
14....... 78 5.95%- 98,4 6,172 291 291 S,XRI ........ I.884 272i 1,612
21, ()N ........ l {,')I7| 65.§ 4.873 848 (VA 1,178 93! [,665! 378 1,287
28, ... 5.!{ 57 3,808! 04.3 4.513, R19 81y 3,695 . i 1,474 207 1,268
33 autside \
New York City |
1976- Jupe 2....... 169 59 .I'.'/lﬂl 7608 86.8] 14,305 6,650 R 10,448 2,734 1123 1,030 93
Do, .. h Y2 6] 104821 10,581 121 .6 14,852 4,369 3. 11,393 il 2,017 1,203 813
16.... ... 49, ... u.7m| 9561 107.6' 15,459 §,749" 3¢ 11,885 2,175 1,442 "Hol, 582
23,000 \ I8 36| v.508! <),55‘;| 1069, 14,744 5,236 a.stxl 11 .z:(\‘ 1718 754 713 42
... 114] 4 7.038! 6 _HON, 7(.,()] 13.529 G 491 3,690 9,844 2,801 634 1,087 423
July 122 ........ 7.XN2| 7,760 H().(). 14,532 6.650 3,977 10,555 _.(u73| 704 640 124
17 57 11,0600 -1i 101 1224 16,117 5.057 3,752 12,3006 [,305 1,376 335 1,041
] 9 9,700 9,724 106.0] 15,308 5.662 3,777 11,50 1,884 883§ 557 27
5(.‘ 9 ®,922) - 8,875 98.2] 14,425 5.5037 3,40 L0160 2.0%4 RS 1,120 135
Sin City of Chicago . .
[976- fune I‘: IA: -:,(I)?Z :r,l)7.|’. 7"{7‘ ‘; t;lfzi 7;: ;Zj ;1 (l)(n% ........ 'i‘t(‘(f' Z;\ 159
R i 5,068 5,08 5.62 hh 857 64 oo 59 3¢ 158
6ol .. S h"(» 51090 .H?.(Ix S .7".:") (n’..ll (PR EE I.\,h ........ SHS 47(‘) 115
i 4,938 4,939 R1 B 5.586 651 (B2 4,943 9 33 347 16
4,020 3.088! 248.0 4,902 042, 918 G043 24 170 445 278
July 5. 4711 - 4,(:.7(', 297, l, 5.557 845 R25 4,732 21 272 233 40
=17 57 5,955 - 6,008 37003 6,469 535, BRI 5.935(. ... 368 i3 335
20 ... S.789 - 5,764 3500 6,541 753 75} SO 155 227 128
[ SN 5.411 5,403 3530 0,038, 027 627 Salt|........ 304 501 197
33 athers \
1976 June 3547 47,3 09,422 SIS 314 6,281 2,73 757 508 252
S.418 6.6 9,210 3,812 2002 6,129 910 [.426 767 659
4.554 ol .4 9,680 5,127 2,951 6,729 2,175 857 390 467
4,573 62.6 v, 187 4,584 2,878 6,282 1,700 423 RIth 57
3,018 39,0 8,507 5,544 2,772 2798 2,777 464 612 148
3,171 42.2|' 8,976 5,808 3,152 5,823 2,652 492 408 84
5,126 068.4: 9. 648 4,522! 3,217 6,431 1,305 1,008 301 707
3,918 52.6 8,827| 49090 3,0 25 5,802 1,834 529 330 199
48 9 3.511 46.3, 8.3N7| 4.875, 2,781 5.605 2,094 481 619 138
I Based upon reserve baliances, mcluding al adjustments applicabie (o hanks, repurchiase aeteeticnts (purchases of seeurities (rom deaders

the reporting period. Pri
it any, we

Board policy ¢

2 Derived from
for
chases and sales

s oflsetting,

lo\qw 2

ﬂ« tive Nov,
pes for individlual banks for eatire week.
ch bunk indicates extent to which the bank’s weekly average pur-

l‘) >h II'I\U\LIIL\\I\\ \ILIILI\II

< uhllln' ld |‘)7(», adjusted o
crve deticiencies in accordancee with
19, 1975,

Virure

¢
3 Tederal (unds loaned, net funds supplicd to cach dealer by clearing

clearing banks,

deal

by CGiovt, or other [ssucs.
Naorr.

aund back data, see Aug,

Jan.

the Secretary,
ington, D.C. 20551,

4 lederal funds borrowed,

net fun

ds

Weekly averapes of daily figures.,
1964 RULLF
1976 may be obtained Trom the Public Information Oflice, Oflice of
Board of Governors ol the Federal Reserve System, Wash-

TN,

P

sthject to resale), or other lendmyg, arrangements.

acquired from cach dealer by
reverse upunh\sc agreements (sales ol securilies to
subject to repurclise), resale agreements, and borrowings sceured

For description of series
944 T4, Revised data for



Ab6 F.R. BANK INTEREST RATES o AUGUST 1976

CURRENT RATES

(Per cent per annumy)

Loans to member banks - i
N e o |
Under See. 1O(h)2? Loans to all others under
Under Sees. 13 and 13a! I _ . ) . . last par. Sec, 13+
Federal Reserve
Bank 1 Regular rate Speciad rated
- - — - - .- e . R |
Rate on | Filective  Previous | Rite on l Eective | Previous | Rate on | Eilective | Previous ! Rate on | Elective | Previous
/31§76 date | raw 713176 date rite 7i31/76 dane 3 rate 7131,76 date rite
- . . P [ I . . .
Boston........... 51 1i19776 ( 6 [ 11976 Glh (27 171976 7 8y 1119176 9
New York,....... S5 1/19:76 [3 | 6 1719476 (A 6Y, 1719476 7 814 171976 9
Philadelphia. ., ... k1% 11976 | 6 0 1/19/76 (VA ((2%3 1/19/76 7 814 171976 9
Cleveland .. .. 515 1/19/76 6 | [ 11976 6l 6V 1/19/76 7 81 1:19/76 9
Richmond. 51 1119176 0 6 11976 614 [/ 119776 7 81n 1719176 9
Alanta. .. h173 1719776 | §] 6 171976 6l 6l /19476 7 8y 1419§76 9
Chica 515 1719476 ' [4 4] Li19i76 61, 6l 111976 7 814 1/ 19§76 9
St Louis. s, 1/23]76 6 . 6 1/23{76 (173 6lh 1/23/76 7 81 1,23j76 9
Minneapolis......| 51 119776 6 6 171976 6l 6l4 1/19/76 7 §1/, 1:19§76 9
Kansas City. ... 5Ly 1219776 ] | 6 19{76 6 6Y) 1/19{76 7 8l 1;19{76 9
Dall A 51h | 119176 6 6 111976 ol ol 171976 7 b7 11976 9
San Francisco.,. .. 51, | 1119176 | 6 ! 6 1/19/76 614 \ (3 111976 7 8l 119706 9
1 Discounts ol eligitle paper and advances secured by such paper or by 3 Applicable to special advancees described in Section 201,2(e)(2) of
U.S. Govt. obligations or any other obligations eligible for IR, Bank Regulation A,
purchase, 4 Advances to individuals, partnerships, or corporations other than
2 Advances secured to the satisfaction of the LR, Bank. Advances member banks secured by direet obligations of, or ohligations fully
secured by mortgages on 1- to 4-family residential property are made at suaranteed as to principal and interest by, the U.S. Govi, or any
the Section 13 rate. agencey thereof,
SUMMARY OF EARLIER CHANGES
{P¢r cent per annum)
Range | IR, Runge IR, Range I".R.
Liltective (or level)—,  Bank Litective (or level)—:| Bank Fffective {or level)—|  Bank
date All B.R. of date All F.R, of date AR, © of
Banks N.Y. Banks N.Y. Banks N.Y.
'
In effect Dec, 31, (9SS, .. 205 215 JI964--Nov. 24........... -4 4 971—Nov, Il.....000al, 4345 5
3 4 1 Y 4y
1956 —Apr. 21,-3 234 Dec, 41544 444
2%-3 2% [1965- Dec. 41/, 44 4ij
Aug. 23/.1;—1 : 4 41
1967 -Apr. 1973—Jan. 5 3
1957—Aug. 3 31 3 L Feb, § 51 S,
vy, 3 Nov, Mar, 51, Sy
Nov, 3 -3 3 Apr. 51,-5% 5,
Dece. 3 1968— -Mar., May 5% SY%
5340 )
1958—Jan. 234-3 3 Apr 3 [
234-3 234 ! Junce O -6l Gl
Mar. 2143 214 Aue [ [
214234 214 o July 7 7
244 204 Dec. Aug, 7 -1 7Y
Apr. 184-214 134 7% 1A
May 134 134
Aup, 134-2 144 1969- -Apr. 1974— Apr. 7% 8 8
Sept. 134-2 2 3 8 8
2 2 Dec, 7%-8 7%
Oct. 2 2y 2 1970—Nov, 7% T4
Nov. 21 215
1975— Jan. TV4-T% 7%
1959— Mar. 2153 3 Dec. 7%-7% TV
3 3 TV T
May 3 -3, 314 Teb, 634-1% 63
June 3 k10 7 %o oY%
Sept, thH-4 4 1971~ -Jan. Mar. 6V4-06% Ol
4 4 1 r'al (27
1960—June 4 4 May 6 om0
3‘/:-/4 3
k1% v, e .
Aup. v 3y, 3 & Leb, 1976—Jan. 12 ........... 51/%;/(’ g://;
Sept. 3 3 wiy tol il ek | s e k1%) |
1963 —Jniy 3 =3 3 In effect, July 31, 1976.... 5% 1 S5l
3, K7 :
1

Nomnr.— Rates under Sees, 13 and 13a (as deseribed in table and notes
above), For data belore 1956, see Banking and Afoncetary Statistics, 1943,
pp.439-42, and Supplement to Section 12, p, 31,



AUGUST 1976 u RESERVE REQUIREMENTS

A7

RESERVE REQUIREMENTS ON DEPOSITS OF MEMBER BANKS

(Deposit intervads are in miflions of dellaes, Requirenients are in per cent of Jdeposits,)

Net denand 2

Effective

I'ime
(all classes ol banks)

date 1 Reserve city Othier Other time
Savings
0-5 Over 5 (U Over § 0s Over S
_. s . .,
in etlect
Jan. 1, 1963, 16Y, 12 q
1966 July 14,21, .. fo, o T P : 4 4 5
1967- - M
1968
1969 -
1970-
’ Net demand 2,4 Timed
l I Other time
Effective
date QO 5, maturing in Over 55, maturing in-
Q-2 210 10 100 100 Qver Savings
400 400 | | 1
180 I 180
30 179 | days to | 4 years | 30079 | days to | 4 years
days s | or more ditys 4 years | o0 more
1972- Nov.Y.,.......... 8 0 12 o161y, ’ 17V 73 /3 i
Nov. 16........ o P 3 P e e e e e e s
1973 July 19,000 enii]en it 1014 124 1314 1 R
1974- e 12, 0o [ 47/ PP e 6 3
1975- Feb 130,000 0 10 5 42 | 13 | oYy o AR
L0 T T P I S e I I I R PR 3 81
1976 - Jan B o eve oo 3 ‘ L2 7 O L
In effect July 31, 1976. ... Y5 l 10 12 13 16, 3 3 ¥ 21, L3 O ¥ 2L 81
Present tegal limils: ‘ Minimum Maximum
Netdemand deposits, reserve city banks. .., .. i 10 22
Net demand deposits, other banks. . 7 14
Time deposits .oy oo K) 10

I When two dates are shown, the fiest applies to the chanpe wl reserve
city banks and the sccond to the change at country banks, For changes
prior (0 1963 sce Board’s Annual Reports

2 (a) Demand (IL,])()\ subject to r
mand deposits minus cash items in process of collection and der
balances due from domestic banks.

() Requirement schedeles are graduated, and cach Jeposit interval
applics to that part of the deposits of cach bank.

(¢) Since Qct. 16, 1969, member banks have been required  under
Regulation M (o maintain reser branch deposits
computed on the basis of net balances due from domestic oflices to their
foreign branches and against torcipn branch loans 10 US,  residents.
Since June 21, 1973, loans agzgregating $100,000 or less to any U8, resident
have been excluded from computations, as have total loans ol i bank to
{ residdents i nat exceeding $1 million, Regulition 1Y imposes i similar
reserve requirement on borrow ings from torcign banxs by domestic ollices
of a member bank. The reserve pereentage applicable to cach of these
d.l"slllc wions is 4 per cent, The ruluuumnt wis 10 per cent originally,
Wi cd 10 20 per cent on Jan. 7, 1971, was reduced 1o 8 per Lcnt
LﬂLLIIV\. June 21, 1973, and was n(lmul [} rhc current 4 per cent eitective
, 1975, Inlll.lll\ certain base amounts \\uu L\(kanlLk' in the com-
pu mnn of the requirements, but cllective Mar, 1974, the last ot these
reserve- free hases were clitnimated, For details, \u Rq,uhlllnns 1) and M.

3 Efective Jan, 3, 1967, time deposits such as l.nstnh and vacation
clul aunts becime suluu( L0 SRIC Tequitements wings depaosits,
Beginning Nov, 10, 1975, profitmaking businesses may maintiin sivi
deposits of IF(),(]()() or less ar member banks, For details ol 1975 action,
see Regulations 1) and Q, and also BurLErNs for Oct, 1975, p. 708, and
Nov. 1975, p. 769,

Notes ’(h) ‘llld 2(¢) above are also relevant to time deposits,

4 Fflective Nov, 9, 1972, a new criterion was adopted to (l«.\uvn.llc re-
serve cities, and on lh(. same date requirements for re Lzilinst net
demand dq)(mls of member banks were restructured to provide that each

rve requirements are gross de-
and

against foreign

niember bank will maintain veserves related to the size o its net demand
deposits. The new reserve city designations are as follows: A bank having
net demand deposits of more than $400 million is considered to have the
character ol husiness ol a reserve city bank, and ithe presence of the head
ollch ol such a bank constitutes de n.\lum of that pkl Qs it reserve
in which there are I, R Banks or branches are also
Any banks having net dc.maml deposits of $400 million or
less are considered to have the character of business ol banks outside of
reserve cities wnd are permitted to maintain reserves at ratios set for banks
not in ve cities, For details, see Regulation 1) and appropriate sup-
plements and amendments.

A marginai reserve requirement was in eflect between June 1973,
and Dee, 11,1974, apainst inereases in the aggregate of the Tollow Pes
of uhlwmnm: (u) outstanding thme deposits of $100,000 or more, (b)Y
ougstanding tunds obtained by the b nk through issuance by a bank’s
s of oblipations subject to existing reserve requirements on time
and (¢) bepinning July 12, 1973, tunds from sales of finance bills.
‘Ihe requirement applied o lml.mu.s .\lmvc @ specified base, but was nut
applicable 1o hanks having oblizations ot these wypes aggregating less
than $10 million. I-or details, including percent and nhlllull_v cl
cietions, see “Announcements’ in Burrsuss for May, July, Sept., and
Dee. 1973 and Sept. and Nov, 1974,

6 The 168 per cent requirement applied for one week, nnly to former
reserve city banks., For other banks, the 13 per cent requirenwent was
continued in this deposit interval,

7 See colunims aboyve (or carliest ellective dine of this rite.

¥ The averape of reserves on savings and other time deposits must be
ill least 3 per cent, the minimum specitied by law. For details, see Regu-
ation D.

NotE. Required reserves must be held in the form of deposits with
F.R. Banks or vault cash,



A8

MAXIMUM INTEREST RATES; MARGIN REQUIREMENTS o AUGUST 1976

MAXIMUM INTEREST RATES PAYABLE ON TIME AND SAVINGS DEPOSITS

(Per cent per annum)

Rates July 20, 1966—June 30, 1973

Rates beginning July 1, 1973

Liftective date

Type and size , July 20, | Sept. 26, | Apr. 19, | Jan. 21
of deposit 1966 1966 1968 1970
Savings deposits..covv e, 4 4 4 414
Other time deposits: !
Multiple maturity:2
30-8% days. o .vvinnnn,. 4 4 4 414
90 days to 1 year.....,.1 I 5
-2 [ SN 5 5 5 51,
2y sorm()rc | 534
Single-maturit
Less lh.m 5[00 000:
30 days to | year....... ‘5
1-2 yeurs. vovueenne, .. > Sl 5 5 ¢ 51,
2 yeurs or morc........ ) (-7
$100,000 or more: I
30759 days. .o euninn. | { sy (3
60-89 dayS.cvvueerenn. " 5% (€3]
90 179 ddysi..........l'> 514 S, |-: 6 L %:;
180 days to 1 year...... [ J 3
| year or n\(yrc...,.....,k ! 6% 5'\ ()]

Eiftective date

Type and size July 1 Nov. 1, | Nov. 27, | Dec. 23,
of deposit l 19 1973 1974 1974
Savings deposits,, ... 5 5 5 5
Other time deposits (muluplc
and single-maturity); !
Less than $100,000:
3089 days. ...t .. 5 5 5
90 days to [ year..... 514 514 5'/; 5l
1-214 yewrs. ... ooon e 6 6 6
214 years or more. ., ... .. (273 614 »1/;_ 614
Minimum denomination
. of $1,000:4 y
—6 vears. .. ... .. s TV4
6 years or more, ., ) TV 7% { 114
Governmental units, ... . (6) (6) % 7%
$100.000 or more. oo vvun. | (3) (3) (3) (%)
\ |

! For exceplions with respect ta certain foreign time deposits,
BurLinin for Feb, 1968, p. 167,

2 Multiple-maturity time deposits include deposits that are automati-
cally renewable at maturity without action by the depositor and deposits
that are payiable after written notice of withdrawal,

3 Maximum rates on all single-maturity time deposits in denominations
of $100,000 or more have been suspended, Ruates that were effective
Jan. 21, 1970, and the dates when they were suspended are:

30-59 days

60-8Y days
90-179 days

180 days to | year
1 year or more

see

6V4 per centy
614 per cent,
634 per cent |
7 percentt
7Y per cent)

June 24, 1970

May 10, 1973

Rates on multiple-maturity time deposits in denominations of $100,000
or more were suspended July 16, 1973, when the distinetion between
single- and multiple-maturing deposits was eliminated,

4 Effective Dec. 4, 1975, the $1,000 minimum denomination does not
apply to time deposits representing funds contributed to an Individual
Retiremient Account established pursuant 1o 26 U.S.C. (1.R.C. 1954) §408.

5 Between July 1 and Oct, 31, 1973, there was no ceiling tfor ificates
maturing in 4 years or more with minimum denominations of' $1,000,
The amount of such certificates that a bank could issue was limited to

5 per cent of its total time and savings deposits. Sales in excess of that

amount were subject to the 614 per cent ceiling that applies {o time de-

posits maturing in 2‘/; years or more,

ve Nov, ‘)7¥, aceiling rate of 7Y per cent was imposed on
ertificates m,mumg in 4 years or more with minimum denominations

nl $1,000. There is no limitation on the amount of these certificates that

banks may issue.

6 Prior to Nov, 27, 1974, no distinction was made between the time
deposits of n,(wcmmunml units and of other hoiders, insolar as Regula-
tion Q ceilings on rates payable were concerned. Fflective Nov, 27, 1974,
governmental units were permitted o hold savings deposits and could
receive interest rates on time deposits with denominations under $100,000.
irrespective of maturity, as high as the maximum rate permitted on such
deposits at any Federally insured depositary institution.

NOTE.-- - Maximum rates that may be paid by member banks are estab-
lished by the Board of Governors under provisions of Regulation Qj
however, & member bank may not pay a rate in excess of the maxinum
rate payable by State banks or trust companies on like deposits under
the laws of the State in which the member bank is located, Beginning
Feb, [, 1936, maximum rates that may be paid by nonmember insured
comm il banks, as established by the 1I'DIC, have been the same as
those in eifect for member banks.

I‘or previous changes, see earlier issues of the BULLETIN,

MARGIN REQUIREMENTS

(I’er cent of market value)

Period For credit extended under Regulations T (brokers and dealers),
U (banks), and G (others than brokers, dealers, or banks)
L. On margin stocks ‘ On convertible bonds

Beginning nding o _ _ . . ___Von short sales

date date ; i T

r ‘ u ‘ G T 1 u G

1937—.Nov. 1 1945—.1'¢ch. 50

1945—F¢eb. 5 July 50

July 5 1946-—Jan, 75

1946—-Jun. 21 1947—_yun, 100

1 1949 -Mar. 3

§ 30 1951-—Jan, 50

1951—jan. 17 1953—teb, 75

1953—.Leb, 20 1955--Jan. 50

1955—Jan. 4 Apr., 60

Apr. 23 1958—-Jan. 70

1958—Jan. 16 Aug. 50

Aug. S Oct. 70

Oct. 16 1960-- July 90

1960—July 28 1962- July 70

1962—July 10 1963 Nav, 50

1963-- Nov. 6 1968 . —Mar, 70

1968— -Mar. 11 June 50 70

June 8 1970—May 60 80

1970—May [§) 1971+ .Dec, 50 65

1971—Dec. 6 1972.—Nov. 50 55

1972—Nov. 24 1974 —Jan. 50 65

LfYective Jan. 3, 1974..... 50 50 50

—Regulations G, T, and U, preseribed in accordance with th

Securities Fxchange Act of 1934, limit the amount ol credit
1se and carry nmr),m stoe k\ that may be extended on securities as collateral by prcsunhmg 4 maximum loan value, which is

a specified percentage ot the market value of the u\ll‘m.ml at the time the credit is extended : margin requirements are the difference

between the market value (100 per cent) and the maximum loan value, The term

margin stocks is d(,l‘mul in the corresponding regulation,

Regulation G and special margin requirements for bonds convertible into stocks were adopted by the Board of Governors effective

Mar. 11, 1908,



AUGUST 1976 - OPEN MARKET ACCOUNT A9

TRANSACTIONS OF THE SYSTEM OPEN MARKET ACCOUNT

(In nullions of doliars)

Outright transactions in 1.8, Govt. securities, by maturity (excluding matched sale purchase transactions)

Treasury bills! Others within | year? | 5 years 5 10 years Over 10 years
Period |
! Exch.,
Gross j Gross [Redemp-[ Gross | Gross [ maturity| Gross | Gross | Fxch,orl Gross  Grossi Lxehoor| Gross | Gross | Fxch. or
pu- sitles tions pur- sales |shilts, or]  pur- sales [ maturity pur- sales | matirity pur- sales | maturity
chases chases rcx!t‘mp- chases | shilts chises shitts chises shilts
tions
1970 11,074] 5.214 2,160 3,483 5,430 24900, - 1,845 93 (g2
1971. %896 1,642 1,064 6,462 4,672 933|.. .00, 685 attl. .. 150
1972.. 8,522) 6,467 2,548 2,933 - 1,405 RRL] PR - 2,094 167]... 250
1973. 15,517 4,880 3,408 140 - 2,028 500(...... 895 129]... 87
1974. .. 11,660 5.830 4,550 R IR o7 434|000 1,675 196)...... 205
1975, .. I't,562] 5.599 6.431 3,553 4,275 Lsiol .o 4,697 1,070, ... .. K48
1975. . 421 161 612 o1 488 52 IRO. .o L ) P
........ 1,505 800
2 2K2 400 2. 144 (Y] 1.294 [ DU L, dd4 471 .. 00
200 278 502 .
400 A8
919 265 2067|. .
200 28; 1R
1976 Jan (00 31 i | IR [ I B (10111 I IR Tr oot
© 389 L1523 177 174 63 PRIt hU ] 200
. 600 34 IRS 340 O3 24
Apr.. .. 1,000 72 249 72 SHo oo KT I
May. .. 403 2.602¢........ U L1 ] (O 48l 85
June. .. 350 -‘M‘)l 617 449 [l I 96|
NMatched . -
" . . sitle: purchase Repurchase v Fedenad agency obligations Bunkers
Total outright Hnsactions ipreenients [ aceeptances,
(LS. (in\'[.. (U.S, (i_m«l. ¢ | . net
securties) seeurities) Outright . Repur- Net
Period L _ chase - chanye 3
1 | SeCUri- agree- our.
Gross | Giross Girass s Gross | Sales or | mients, | lt}':u .
pur- Gross  Redemp-| Gross pur- pur- Gross pur- redenmip- net Out- ay
chases sales tions sitles chases | chuses sales cluses tions ripht ments
)
12,362 5,214 2,060 12177 12,177 133,859 33.8%Y 4988 e L (1 DU, 4,982
12,515 3.042 2,019 16,205 16,205 44,741 43,5190 8,076 4850 ... ... 101 22 181 8,866
10, 142 6,467 2,8621 23,319 23,3191 31,103, a2,228! BERE b4 1,197 370! - ¥ 9 --145 272
18,121 4,880 4,592 45,780] 45,780 74,755 74,795 8,610 ROS! 239 29 -2 - 36 9,227
13,547 5.830 4,682 W62 801 71333 70.947 1 984 3,087 127 404 S 420 6,149
2().8‘)2| 3,5 9,559 152,032 140 311 139,538 7434 1,010 240 392 16} <35 8,539
1975 June.. 1,217 161 4500 12,914 13,026 15,219 16,810 R T ] P [ - 255 - 62 121 1,317
Juely. ol 1,505 00 IS.S.L'_‘, 15,139 5077 2866, 2 6l ] DU 2,926
JB2 2OAR00 1 230 13780 8,146 IR 353 40, 90 | 156 1,222
2000 19931 19835 16,664 4,451 94 K 203 14 94| 5155
4000 15 886] ta.L13v 13,699 I8G 2 124 44 S0 445
D191 144427 15,207 14,342 2.047|. .. 169 | 300 2,537
2000 10,559 10,05% 8.464 2.197 11§ 15 385 3.315
1976 6ol LEoA07( 11,503 14919 2.087 187 ) P 2,567
200 7,551 7,957 20,943 982 230 70 109 1,101
600 12,697 12,082 14,783 763 217 [RE 31 812
L0000 15,138 17,456] 15,963 2,001 155 - 50 162 2,019
y 403 12,417 20,355 21,203 1.202. 22 51 - 60U 1,080
June. . sl 200073 T4.400) 13,643 3 ,x.u\ 123 %, 224] 4,080
[

1 Betore Novw.

1973 BurennN, inchuded nutched sale=purchise trans-

actions, which are now shown separately.

2 Inchides spe

dircetly rom the edens

1971, 955; Sept,

al certificates acquired when the Treasury borrows
Reserve, as fellows (nudlions of dotlars): June
Aug. 19730 3515 Sepi, 1973, 836 Nov, 1974,

Lo72. 38,

130 Mar, 1975, 1,360, Aag. 1975, 1,989,

SNet chinpe in LS. Govt, seeuorities, Federal agency oblipations, and
Bankers aceeptances.

Notk, Sales, rademptions, and nepative fignres reduce System hold-
ings; all other firures inerease such holkdimes. Petails may not add to
totals beciise of rounding,
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FEDERAL RESERVE BANKS o AUGUST 1976

CONSOLIDATED STATEMENT OF CONDITION OF ALL FEDERAL RESERVE BANKS

(In millions of dollars)

Wednesday [ Fnd of month
Item 1976 | 1976 i 1975
s - - . .
July 28 July 21 I July 14 | July 7 June 30 | July 31 " June 30 | July 31
Assets i | | | i
Gold certificate account, ... .oo i i 11,598 11,598 ‘ 11,598 | 11,598 10,598 11,598 1 11,598 11,620
Special Drawing Rights certificate account, ..., ... 700 700 700 7 700 ( 700 ) 700 700 500
Cashe o e e 347 | 347 | 320 | 336 339 | 361 339 338
Loans: ! !
Member bank borrowings........ Cherieaaeras 677 129 1,013 71 | 314 46 314 177
Other........ [ PN TS N S ‘ _____________________
Acceptances: :
Bought outright. .. 333 | 340 343 | 351 J6l 330 ¢ 36l G685
tleld under repur | B R PR 209 0666 326 666 ..........
Tederal agency obligations:
Bought outright. ... .o iiiiviiaieiiireeanaenans 6,805 6,805 6,805 6,805 6,805 6,805 6,805 5,083
leld under repurchase agreements. coevieaaans e I A N 277 46 277 |ovovve it
, |
U.S. Govt. sccurities: L
Bought outright:
Billsovureer i ininaninnes R i 36,596 37,635 . 38,158 38,334 38,729 36,665 38,729 34,475
Certificates—Special. . vy v v e e iineriiersnitor it es s R R R R (AP P [ .
L0 1+ T O [ R P PO ..
Notes . von e 45,749 45,749 . 45,749 45,749 45,749 45,749 45,749 42,486
Bonds,, P R R 6.097 6,097 , 6,097 6,007 6,097 6,097 6,097 4,522
Total bought outright! .. T 68,442 | 89,481 [ 90,004 | 90,180 | 90,575 | 88,511 | 90,575  81.883
Held under repurchase agreements. s coven oo . 2,738 oo 1,401 3,871 2,162 3,870 ...,
Total U.S. Govt. securities. vevneeen . T To9t, 180, 89,481 | 90,004 | 91,581 | 04,446 | 90.673 | 94,446  §1.883
99,252 | 96,755 98,165 99,017 102,869 98,226 102,869 . 87,828
Total loans and SECURtiCs, .o vvi v : :
Cash items in process of collection. .. 7,828 1 19,156 | 9,533 9,609 9,044 6,116 9,044 5,922
Bank premises. .. .. 348 ° 347 345 345 346 347 3406 300
OPCErating CqUIPMENt, ..o ov oo e eieaniereaareres 18 18 18 18 8 18! 18 2
Other ¢ B . . .
Denominated in toreign currencies. . oo vovveinaae 663 . 1,155 1,165 1,182 1,165 664 1,165 |
Fa N L T T o I R 2,912 i 2,891 2,872 2,993 2,704 2,917 2,704 2,893
TOtA] ASSCLS 1e v v evaneerenerne ecnenes e T123,666 | #122,967 | 124,716 | 125,798 | 128,783 | #120,947 | 128,783 | 109,404
I e . Sl bl A Wil ) S T ,
1 . . \ :
N o £ 79,409 79,646 80,242 80,201 79,124 1 79,161 79,124 72,392
Deposits: :
Member bank reserves. ..o vive e e ©28 018 27,882 27,593 27,354 27,460 | 24,313 27,460 25,740
U.S. Treasury— General account. 6,320 5,042 6,987 7,478 11,972 8,739 11.972 2,675
Foreign..ooouneiiiiiiiiaenean 2 277 234 260 - 349 29§ 349 369
Other:

All other 2 1,434 1,142 743 800 847 PAR , 847 ! 686
TOtal dEPOSItS . a e v vvenseretiananeanaainneenes U 035,699 | 234,343 ¢ 35,557 ° 35,892 | 40,628 | r34,300 40,628 29,470
Deferred availability cash items. . ooven e | 5,035 5,669 5,671 6,571 5,467 3,961 . 5,467 4,188
Other liabilities and accrued dividends. voovvvivnnn.. 1,149 1,044 1,098 1,100 1,159 . 1,103 1,159 1,068
Total Habilities. v vveeveeeveaen o ecnee e P121,202 | #120,702 ' 122,568 | 123,764 126,378 ‘ 118,525 | 126,378 107,118

Capital accounts '
) 1

Capital paid in . oov i iiiiii et ienae 960 - 960 959 959 959 959 959 911
SUMPIUS . ¢ e iiie it i i retoaaian ey 929 929 929 929 929 | 929 929 897
Other capititl ACCOUNtS. oy ve e iaroaresractereenes 485 376 260 146 517 | 534 | 517 478
Total liabilities and capital accounts. . vevvviaer e, 123,666 : 122,967 124,716 125,798 , 128.783 | 120,947 i 128,783 l()‘).4()4_
Marketable U.S. Govt, sccurities held in custody for ) i i o

foreign and international accounts. . vovveiien s 46,408 46,494 ‘ 44,845 : 44,806 45,187 i 46,048 i 45,187 42,124

Federal Reserve Notes=—I'ederal Reserve Agents® Accounts

F.R. notes outstanding (issued to Bank),...o..ovvs 84,984 84,920 84,619 84,263 83,987 85,165 83,087 78,070
Collateral held against notes outstanding )

Gold certificate account. .. 11,596 11,596 11,595 11,596 11,596 11,596 11,596 11,596

Special Drawing Rights certificate account, 394 384 384 384 365 394 36 302

Acceptances N I L T RN R T PO O I P T TR

US. GOVE SCCUrities . o ..o iviiieenninivnann, 74,630 74,380 74,105 73.710 73.710 74,630 73,710 69,030
Total collateral . ..o i e e 86,620 86,360 86,084 85,690 85,671 86,620 85,671 80,928

1 Sce note 2 on p. A-2,
2 See note 4 on p. A-2



AUGUST 1976 c FEDERAL RESERVE BANKS; BANK DEBITS All

MATURITY DISTRIBUTION OF LOANS AND U.S, GOVERNMENT SECURITIES
HELD BY FEDERAL RESERVE BANKS

(In millions of dollars)

Wednesday | End of month
Item 1976 ‘ 1976 1975
. | - . I R R
i July 28 July 21 July 14 July 7 ' June 30 l July 31 June 30 July 31
Toans—- Tatal. oo e et | 677 129 1,012 70 316 46 316 178
Within 15 days. ... 677 126 1,004 61 311 a8 3! 162
16-90 days. ....... T P 31 8 ¢ 5 8 5 16
Qldays 1o Lyear. ..o i foviaiee oo cou e \ .......... LI ARREREEER) IEERRTREEY
Acceptances Total.....o o o ool o 450 340 ! 343 | 560 1,027 656 1,027 685
Within 15 days. ... e 164 33 I 236 699 386 699 99
TO=00 days. oo e 216 230 225 213, 200 2006 200 403
O1 days t0 UYERE, o or s 70 77 ‘ 107 i 128 04 12 183
V.S, Govt, seeurities- “Total..o..ooooo oL 01,180 @ 8Y,481 90,004 91,581 94,446 90,673 94,446 81,883
Within [Sdayst. . oo v 6,033 4,055 4,789 4,898 7,569 4,405 7,569 5,294
1690 days. . .ocooviiiii .. .. 18,439 18,722 17,681 18,814 18,650 19,817 18,650 15,760
9l daysto Tyear, ..o oL 25,137 24,633 26,063 26,398 26,756 24,960 26,756 22,130
. 28.531 28,53 28,531 28,531 28,531 28,531 28,531 28,366
8,283 8,283 8,283 8,283 8,283 8,283 8,283 7,137
4,657 4,057 i 4,057 4,057 4,657 4,657 4,657 3,196
Tederal agency obligation: 6,945 0,805 6,803 6,805 7,082 6,851 7,082 5,083
Within I5daysl,.......o...00. 0 182 43 29 29 303 88 303 27
[6-90 days. . ROD) 207 310 RIT 307 1 309 107 276
91 days to [ year. ... 219 960 l 908 908 914 919 914 531
(-5 years, o vnnnn. 3,374 3,174 3,374 3,374 ' 3,374 3,374 3,374 2,544
1,408 1,468 ©  1.491 1,491 ' 1,491 & 1,368 | 1,491 1,187
0693 ‘ 693 | 693 093 | 693 | 693 693 518
U loldings under repurchase agreements are classified as maturing
within 15 days in accordance with maximum maturity of the agreements,
BANK DEBITS AND DEPOSIT TURNOVER
(Seasonally adjusted annual rates)
|
Debits to demand deposit accountsl Turnover ol demand deposits
(billions of dollars)
period — S
lLeading SMSA’s Totwal 232 Leading SMSA’s Total 232
Total I . _ 1 SMSA's 226 Totul _ . . o SMSA's 226
233 (excl. other 233 (excl. other
SMSA's N.Y. 6 others 2 N.Y.) SMSA’s | SMSA’s N.Y. 6 others? N.Y.) SMSA's
1975-. June. 22,503.5 | 10,012.2 4,756.7 | 11,891.3 7,134.6 124.4 328.6 114.2 80,0 66.7
July.. 22.827.9 | 10,7095 4,841.1 1 12,118.3 7,277.2 126.2 331.0 115.7 81.6 68,2
Aug.. 23,269.4 | 10,0628.8 5,125.1 i 12,640.5 7,515.4 130.4 335.0 124.4 86.2 71.2
Sept.. 23,181.9 ] 10,585.0 5.153.0 7 12,596.9 7,443.8 128.8 330.7 123.8 85.1 70.0
QOct... 24,137.1 | 11,8015 4,921.3 | 12,335.6 7,414.3 134.0 364.0 8,7 83.5 69.8
Nov 24,067.7 | 11,529.9 4,937.3 | 12,537.8 7,600.5 1 134.0 360.8 119.5 84.9 71.5
Dee 23,565.1 | 10,970.9 4,932.5 | 12,594.2 7,661.8 131.0 51,8 118.4 84.7 7.6
23,845.0 [ 11,517.7 4,789.0 | 12,327,3 7,538.3 132.4 366.0 115.4 82.9 70.3
2125 528.4 | 12,2120 | 75,324.6 (113,316.4 7,991.8 140.9 175.4 1128.1 89.06 74.6
L 126,474.4 1 12,629.6 | 75,560.9 |713,844.8 8,283.9 144 ¢ 77,5 131.,4 92.5 77.2
L. |725,792.8 | 12,482.8 | v5,302.4 |'13,310.0 | '8,007.7 140.3 374.9 T124.6 r88.4 74.2
May . A725,490.9 1 12,179.0 ) v$,327.0 (113,311.9 ) v7,984.7 139.3 380,2 126.9 88.2 73.3
June 26,636.6 [ 12,844.3 5,566.9 | 13,792.4 8,225.5 1451 400.8 132.0 91.0 75.2
1 pixcludes interbank and U.S. Govt, demand deposit accounts. NoTE: Total SMSA’s include some cities and counties not designated

2 Boston, Philadelphia, Chicago, Detroit, San Irancisco~Ouakland, and us SMSA'S,
Los Angeles—-Long Beach, For back data see pp, 634-35 of the July 1972 BuLLiTIN.



A12 MONEY STOCK o AUGUST 1976

MEASURES OF THE MONEY STOCK

{In billion:

s of dollars)

Scasonally adjusted

LN

A } Ay | A

Period

1973 Decoooooooon 270.5 571.4 919.5 | 634,
1974 Bec.oovin il 283.t 612.4 981.6 i 702.2
291.0 642.4 1,040.2 1 726,

291.9 647.5 1,051.6 729.

2032 | 650.6 1,060.6 729.

203.6 652.9 {,068.1 73,

293.4 655 .8 1,075.8 736.

295.6 6062, 1 1,086.5 743.

294.8 664.3 | l)‘)2.‘) 747.

1976-- Jan. . ...oooiiiu 2051 670.2 1,103.7 , 749,
ke 296.5 678.5 1,117.2 753,
298.0 683.4 1,127.3 756.

301.7 6919 11411 763.

303.3 697.2 1,0151.2 + 765,

303.0 700.2 1,158.5 . 770,

i

Not seasonally adjusted
A M J Mo M J Al ] M,
Composition of measures is described in the Nore below.

9 982.9 278.13 | 576.5 921 .8 640.5 985.8

[,071.4 291.3 617.5 983.4 708.0 1,074.3
N 1,124.3 290.3 643.5 1,044,5 ' 725.8 1,126.8
6 1,133.7 292.1 647.8 1,055.0 7291 1,136.3
3 1,139.3 © 290.0 | 647.2 ! 1,057.1 728.4 : 1,138.3
9 1,147.1 291.7 649.5 1,062.8 732.2 1 1,145.5
7 1,156.6 292.3 653.2 1,070 .4 736.9 1,154.1
9 1,168.3 297.4 660.2 1,080.6 743.0 1.163.5
2 1,175.8 303.2 069.3 1,094.6 752.8 [,178.1
4 1,182.9 00,0 675.3 1,107.1 753.7 1,185.6
8 1,192.06 292.9 675.3 1,013,3 748.4 1,186.3
) 1,200.5 295.2 683.3 1,129,0 755.1 1,200.8
4 1,212.5 303.3 696.7 I,149,2 7661 1,218.6
4 1,219.4 298.4 095.6 |r1,152.0 763.0 |1,219.4
8§ 1,229.2 302.2 ] 701.5 1,163.5 770.7 11,232.6

1 '

Notr.

M Averages of daily figures for (1) demand deposits of commercial
banks other than domestic interbank and U.S. Govt,, less cash items in
process of collection and R, float; (2) forcign demand balances at 14.R.
Banks; and (3) currency outside the Treasury, 'R, Banks, and vaults of
commuru.nl banks.

1 Averages of daily figures for M plus savings deposits, time de-
posm open account, and time certificates of deposit other than negoti-
able CD's of $100,000 of huge weekly reporting banks,

Composition ol the money stock measures is as tollows:

(nnnhdnk thr||
ﬂfl

Ma plus |‘lrLC negotiable CN's.
+ My pius large negotiable CIY's
a description ol the latest revisions in Af, Af, Afx, A, and A, see
ion of Money Stock Measures™ on pp. 82--87 of the Feb, 1976
Burirnn. Beginning Oct. 1975, money stock measures and related data
have been revised 1o incorporate benchmark data from the Dec, 31, 1975,
call report.

Latest monthly and weekly figures are available rrom the Board's 11.6

My My plus the average of the beginning and e¢nd-of=month deposits release. Back data are available from the Banking Section, Division of
Rescarch and Statistics,
COMPONENTS OF MONEY STOCK MEASURES AND RELATED ITEMS
(In billions of dollars)
|
S-.dson.xlly anIJmluI i Not seasonally adjusted
Commercial banks Commercial banks i
E Time and savings Non- Demand deposits Time and savings Non- U.S.
Period ! ! deposits bank | . deposits bank Govt.
Cur- | De- 1o . oy thrift Cur- | thrit't de-
ren- . mand i insti- ren- insti- Pos-
cy de- : tu- Cy Do- : - its3
! pos- ! tions 2 mes- | tions?2
its CLyst | Other | Toral Mem- tic Total | CD's1  Other | Total
ber non-
H mem-
| ber | |
1973 - Dec I 61.5 ( 209.0 61.5 ’ 300.9 [ 364.4 . 348.0 62.7 | 156.5 56.3 1215, 7 64,00 298.2 1 362.2 | 345.3 6.3
1974 —Dec 67.8 | 215.3 89.8 | 31293 | 419.1 | 369.2 6.0 | 159.,7 58.5 | 222.2 90.5 326.3 | 416.7 | 366.3 4.9
1975-- June. ....... 71.0 84,1  351.4 | 435.5 | 397.8 71,2 | 157.2 58.9 | 210.1 | 82,31 353.2 | 435.5 | 401.0 4.2
July.. 1.3 82.1 © 355.5 | 437.6 | 404.1 71.9 | 157.9 59.4 1220,3 | 81,3 | 355.7 ] 436.9 | 407.2 3.4
Aug 71.9 | 78.8 357.4 | 436,2 | 410.0 72.1 | 155.8 SO0 1 217.8 0 81,1 | 357.3 ] 438.4 | 409.9 i 2.7
Sept 72.0 79.1 1 359,21 438.3 | 415.2 L9 | 157.0 59.7 1219,9 82,7 [ 357.7 [ 440.4 | 413.3 - 3.9
Oct 72.6 80,9 | 362.4 | 443.3 | 420.0 72.5 | 156.6 60.3 | 219.9 83.7 ' 360.8 | 444.5 | 417.2 0 3.4
Nov 73.4 81.8 | 366.5 1 448.3 " 424.4 73.9 1 159.0 61.41223,5: 82,9 362.8 | 445.6 | 420.4 3.5
Dec, oo 73.7 82,9 | 369.06 | 452.4 | 428.6 7501 1621 62.06 | 228.1 83.5 | 366.2 | 449.6 | 425.3 4.1
1976— Jan..... 74.2 79.2 ' 375.2 | 454.4 | 433.5 7381 162,01 62,1 ] 227.2 78.5 | 374.3 1 452.8 | 431.9 3.8
teb, 75.1 75.4 | 38L.9 | 457.3 | 438.8 74.1 " 155.7 59,9 1218.8 73.0 | 382.5 | 455.5 | 438.0 4.5
Mar 75.7 73.2 | 385.4 1 458.5 | 444.0 5.1 156.8 060.2 | 220.1 70.8 | 388.1 ]| 459.9 | 445.7 3.9
Apr.. 76.7 T4 1 390.2 | 461.6  449.2 76.3 | 1617 . 62,3 ]227.0| 69.4" 393.4 | 462.8 | 452.5 1.8
May. .. 77.4 v 08.2 393,91 462.0 0 454.0 77.2 ‘ 157.1 61,0 221,25 67.4 ] 397.2 | 464.6 [r456.4 3.7
June........ 77.6 , , 70.6 l 397.2 | 467.9 | 458.3 \ 77.8 l 159.0 62.3 ] 224.4 | 69.1 | 399.3 | 468.4 | 461.9 4.7

I Negotiable time certificates of deposit issued in denominations of
$100,000 or more by large weekiy reporting commercial banks,

2 Average of the beginning and end-of-month figures tor deposits of
mutaal savings banks, for savings capital at savings and loan associations,
and for credit union shares.

3 At all commercial banks.

See also Noti above,



AUGUST 1976 r» BANK RESERVES; BANK CREDIT A13
AGGREGATE RESERVES AND MEMBER BANK DEPOSITS

(In billions of dollars)

|
: Member bank rescrves, S.ALL Deposils subject 1o reserve reguirements® . Fotal member
' bbbk deposits
©oplus nondeposit
| SOAL NOSUAL iterms
Period Non- | : ! .
Towal bor- Re- Deniand Denund
rowed  quires lime Tine
( i ot and o Fotal anst o SOAL N.SLAL
. ivings | Private LS, ! sivings  Prvate LS.
| Gront, Giovt,
1
-] . |
1973 Dee..,, i 9% 330y BERN 1581 5.0 0 d4f.8 2785 0 640 5.0 R0 I R A Y]
1974 Dect,. 36,63 35,90 P 486,49 1606 | dd ‘ 4918 R ) 1666 R qus. 3 800,
1975 June...| 35.07 34,85 H99 5 130.5 1 165.8 R 497.5 lo4,2 3o 506,80 50408
34,94 31,68 444 .3 RIS tOd 4 2.6 497,72 tod & 8 ! 505,10 7 504.,0
J4.68 34,67 496,13 8.4 1651 2.8 494 .8 lo2. 8 O 5033 NOLLR
34,99 34,59 4uR .4 RAUI 165,60 3.0 499 .1 Lo4.0 4§ . SU8 R 5061
44,79 34,060 S00.1 RERIN 1640 3.0 S04 [ R s 508.0 SUB.LS
3473 31,67 I 5085 .9 ERTON| 165.9 3.0 S03.6 o6 7 G sS4 1 st
34.7 34,62 5060 3.7 1o4.4 . 3o S10.v 170.7 N Si4.4 5193
1976 14.32 | 3404 2 ko] 10407 260 At | o ¥vie o 17000 190 SlAl 8190
34,08 13.97 ¢ LRI 165, 8 A S4.2 RRI [63.4 R SIS.6 - 512.2
o0 | aes sorlg ] 30 165. 8 250 50604 3o 1639 Sy 860 5147
34.02 3198 5,8 340.2 1 167.2 2,51 siL.y 340.2 To8.8 2.9 517.3% 519.4
ay.,. 3414 34.02 8 A8, 67,2 ] 2.3 506.0 MY 1634 2.8 S515.) 5130
June, | 34,34 X020 K] M2 16T 3.7 s 342 .08 166.7 - RN 52203 RIS
i i , .

I Averages of daily fipares, Member Dank reserse series gellecd aciual . Dyeposits subjeet 1o reserse requirenents

reserve requirement pereentages with no adjustment o ¢ liminate the include totel time and sav s deposits and net demand deposits as detined

t ol chanees in Rey wons D) and M. There are hl(dl\\ in series by Regutation DL Privae demand Jdeposits include all demand deposits

hu.ulw of changes in reserve requirements eflective Dee. 12, 1974, Feb, exvept those due 1o the LS, Govt, dess cash items in process o coliection
o Aay 22, and Oct. 30, 1975, and Jan. 8, 1970, In waddition, \'Ilvcli\-c and demand balances due from l|UIH\\lIL onmercial banks,

Jan. 1, 1976, statewide I\mnrhin;z in New York was mstituted. The sub- e Total member bank deposits” subiect (o reserse requireients, plus

scqucnl muu.zvr of a4 number of banks raised reguored reseryes Because of Fura-dollar borrowings, loans sold o bank-related  institutons, and

higher reserve requirements on apgrerate deposits at these hanks. certain other nondeposit items, This series Tor deposits s reterred to as
2 Reserves available to support private nonlank deposits are defined “the adjusted bank credit proay,™

as (1) required reserves tor (i) vrivite demand deposits, (b) 1ol time Naor Ritek  dita and estimuates ot the 'umm_[ ol requited reserve
and savings deposits, and (<) nnn\lupo\n sonrces subjectr tooreserse re- chi ay be obtained 1rom the Banking Section, Division of Rescarch
quirements, and (2) exeess reserves. ‘This series exvludes required reserses and Statistios, Board of Governors of the Pederal Reserve System, Wash-

for net interbank and U.S. Govi, demand deposits. inggton, .. 20551,

LOANS AND INVESTMENTS AT ALL COMMERCIAL BANKS

(In billions of dollurs)

Scasonally adjusted | Naot seasonmadly adjusted
. :
i oans Seouritics . Loans ‘ seeurities
' Total lotar H _
Date ‘ I"l‘l"l”i" Commercial ! I(:;::)'\ ' ~ Commercial
an d i al ! : : i TE
s eals Plus ..-lll Findustrinl : ' invest Plus | il lll(l.lI\ tial U
ments ! Totai! | leans I'III\ Otlierd ) ments ! Tolt | loans Yo Pls T'ri Other
solds Lol |y \ i old2 Lotal louns
sold I [ sold?
1971 Dec, 31.... 485.7 320.9 | 323.7 ol 17,7 60.6 | 104,2 497.9 | 2285 | 3300 | 1w 12002 64.9 | 1047
1972 Dee. 31.... 558.0 378.9 | 3815 130.2 ) 1319 62.6 | 116.5 571.4 387.3 ] 389.9 | 132.7 | 134.4 67.0 0 1171
1973 Dee, 3t.... 613.4 449.0 | 453.3 . 1564 | 159.0 54.5 | 129.9 647.3 458.5 | 462.8 1594 | 162.0 58.3 1 130.6
1974— Dee, M5, 00 0.4 300.2 | 505,01 183.3 | 180.0 50.4 | 1398 705.6 51007 ] 5155 186.8 | i8v.0 54.5 | 140.5
1975 -Aup. 27... .l 709.3 490.2 | 494.7  176.5 [(79. 1 75.0 | 1441 TO6.1 - a90.3 | 4u4.8 ’ 175.3 ‘ 1781 i 72.0 ' 1438
Sepu. 24.... 712.7 401.5 1 4960 175.4 178.2 76.7 | 144.5 712.5 492.8 | 497.3 175.8 178.6 75.4 144,33
Oct. 29.... T16.3 0 495.0 { 499.7 176.3 | 179.2 76.0 | 145.3 7140 493,71 4984 | 175.3 + 178.2 75.9 0 144.9
Nov. 20.... 722.2 ¢ 4985 | 503.2  177.1 179.9 76.8 146.9 722.4 0 4u7.6 | 502.3 176.5 - 179.3 79.4 | 145.4
Dece, 3t.... 7201 . 496.9 § 01,3 176.0 | 178.5 79.4 ¢ 144.8 737.0 S507.4 1 5118 [ 179.3 . I81.8 K4.1 | 145.5
1976-- Jan, 28, ... 723.3 ! 497.3 ) SO0 176.6 | 1790 80,0 | 145.0 7214, 492,06 | 496.9 | 174.4 | 176.9 834.8 1 144.0
Feh, 25.... 726.7 497.8 | 502,31 175.1 | 177.8 84.4 | 144.5 720.8 4909 | 49064 | 173.5 | 176.2 R854 ¢ 1440
Mar. 31, ... 32 4997 1 503,91 1714 ) 174.0 1 8R.2 0 1433 7296 490.9 ] 5001 | 1703 7 1739 8.3 | (43.5
Apr, 28. ... 734.5 500.5 | 504.7 D AT0.5 | 1730, 90,0 | 1440 732.1 A496.7 | 500.9 | 170.6 | 173.2 90.2 | 145.2
May 26.... 737.6 500.6 | 505.0 1 170.7 | 173.4 1 93.0 | 144,0 735.1 S00.0 1 504.4 | 170.8 173.5 90.5 | 144.6
June 30.... 78R, S00.7 { §05.2 (70 201730 94.0 ! 1441 743.3 507.2 ) 514,71 172,41 175.2 90,8 | 145.3
July 28», i 743.1 504.7 | 50,2 | 170.0 | 173.8 92.7 1457 0 7403 SOS.2 02097 | 170.7 | 173,55 | 8.5 [ 1450
1 N 1
S Adjusted o exclude domestic commercial interbank loans, As of Oct, 31, 197, Total loans and investments™ ot all commercial

2 Loans sokd are those sold outright to banks’ own foreipn branches, banks were reduced by
nogeorsolidated nonbank affilintes of the bank, the banks' holding ol one Jarpe bank, Reds
company (1 not a bank), and nonconselidated nonbank subsidiaries of - billion (o1 which $0.6 Inlh was in SCommerciad and indostrial oans'™),
the holding company. Prior to Aug. 28, 1974, the institutions included and “Odher seeurities, billion. In late Novenmber “Commercal and
had been detined somewhat ditlerently, and the veparting panel of banks  industreial loans” were {ncreased by $0.1 bitlion as a result of loan re-

.S Dbillion in connection with the lnuudulmn
tions in other items were: “Total loans,” $1.0

was also diflerent. On the new basis, both “Total loans™ and “Com~  classilications at another lirge bank.
mercial and industrial loans™ were reduced by about $100 milli

3 Reclassification of loans at one large bank reduced these Ju.ms by Nore.  Fotal loans and evestments: Rack dadac ror 1959 75 avatlable
about $400 million as of June 30, 1972 and by about $1,2 billion as of from Banking Scetion, Division of Rescarch and Statistics; for 1948 58,

March 31, 1976, See Ang, 1908 Bureins, pp. A 94 A 97 For deseription ol seasonalty
4 Farmers Home Administration insured notes included in ~Other  adjusted series tor total [oans and mvestmenis, see Dec, 1971 BuLLkLIN,

securities” rather than in loans beginning June 30, 1971 when such notes  pp. 971 73 and for commercial and induostrial loans, see July 1972 Bur-

totaled wbour $700 million, LITIN, p. 8.1 Data are for last Wed. o month exeept tor June 30 and Dec.
S Pata beginping June 30, 1974, include one Jarge mutuad savings  30; e are partly or wholly estimated exeept when June 30 and Dee,

bank that merged with @ nonmember commercial bank, As ot that date 31 are call dates,

there were inereases of about $500 miltion in loans, $100 miition in *Other

securities,” and $600 million in *“Towal loans apd investments.””
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COMMERCIAL BANKS o AUGUST 1976

PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK

(Amounts in millions of dollars)

Loans and investments Total Deposils
assets . . _
Total
Classification by Sccurities lia- Interbank 3 | Other Total
I'RS membership _ .. _| Cash | bilities - . e Ror- | capital
and FDIC ! asselsd and row- ac-
Insuriance Total l.oans capital | Total3 Demand ings counts®
! U.S. | Other ac- {3¢- :
Treas- 2 counts4 mand | Time Time$
ury U.Ss. Other
Govt.
Fast-Wednesday-of-month series?

All commercial hanks: | I |
1941-—Dec. 31 50,7460 21,714 21,8081 7,225 26,551 79,104 71,283 10,982 44,349 15,952 23 7,173
1947—Dec. 31 W 116,284 38,057 69,221 9,000, 37,502 155,377 144,103] 12, 7‘12. 24(x l 341| 04,367 35,360 65 10,059
1960—Dec. 31| 199,509] 117,642 61,003 20,864 52,1500 257,552 229,843 17,079 1,799, 5,945 133,379| 71,641 163| 20,986
1970 -Dec. 3192..| 461,194] 313,334 61,742 8(:,118 93, )43 576,242( 480,940 30,608 1,975 7,938 209,335] 231,084| 19,375( 42,958
1971—Dec. 31...| 516,564] 346,930 64,930|104,704] 99, 832 ()40 255 537,9461 32,205 2,908 10,16()'_ 220,375% 272,289| 25,912 47,211
1972-- Dec. 31. 598,808 414,696 67,028/ 117,084]113,128 73‘),()33. 616,037| 33,854] 4,194 10,8751 252,223 314,891| 38,083| 52,658
1973---Dee. 3. 683.799( 494,947 58,277(130,574|118.276 815.224 GR1,847] 36,839 6,77F 9,865 263,367 365,002! 58,994 58, 128
1974—--Dec. 3. 744 107| 549,183] 54,451|140,473|128,042] 919,552 747,903 | 43,483|11,496] 4,807 267,506 420,611 58,369| 63,650
1975- July 30, 738,060] 525,250 69,400143,410{106,840 8)9,590] 723,730] 33,180/10,830] 2,220; 243,000 434,50()| 61,870 66,080

Ang. 27,1 741,6300 525 780) 72,0201143 830[104,750 900,870 724,650} 31,540110,5700  2,830] 242,590| 437,120 59,920] 66,620
Sept. 24, [ 743,970 524 270] 75, 360{144, 34011 06,220, 906,410 726,840 J1,330/00,990, 3,180 240,570: 440,770 61,030 66,98(
Oct. 29, 747.250] 526,420] 75,940(144 ,89¢ IlO (u() 415,890 736,870] 31 ,900(11,210  2,650| 247,590] 443,520| 60,640 67,550
Nov. 26, 757,4501 532,660 79,4001145,390[123, 150 939,310 753,000 34 560|111, 160 3,530( 257,640| 446,110 66,780 68,000
Dec. 31 775,794] 546,172 84,119(145 503133, ()l4| u6d, 918 786,252 41, 811)12,0200 3,114] 278,692] 450,0615] 60,224 69,125
1976 Jan. 287, | 756,630 527 820 84,770]144,04(C |l2,72()| 927,140, 743,140 32, 110.11,540" 3,790; 245 ,600| 450,100] 67,250 68,870
beb. 282, | 757,540] 528,560] 85,4201143 ,560(1 11,470 928, 540‘74I,230 31,560[11,370 4,010 242,810( 451 ,480| 68,490 69,110
Mar, 31010 767,260] 534,530] 89,260{143,470{1 20,870, 934,440 766,680] 37 ,510[11,860, 2,430| 256,930( 457,950 63,420, 70,070|
Apr. 287, 765,550[ 530,170] 90,180(145,2(( IIJ,ZI()| 926,370, 753, 1501 32,280110,990; 4,120( 250,200 455,560 68,480 70,610
May 267, .| 767,070] 531 9901 90,47(:144 610111 ,740, 928, l4()| 755,010 33,62010,530( 3,660| 247,630| 459,570 66,170( 71,400
June 30+, | 779,780( 543,700 90, 8001145 2800125, 10( ‘)57,()l)l)| 782,870 38,27010,5800 4,660 266,470| 462,890] 65,850 72,08(
July 28+, 772, 8600 537 7601 89 5401145 S600 11560 ‘).14,()2()|- 761.490F 33.100/10,160: 3,540 250,700+ 463,990] 66,790 72,19(
Members of

T.R. System: | i
1941.. Dec, 31, 43,521 18,0211 19,539 s.y61f 23,113 68,121 61,717| 10,385 140 1,709] 37,136| 12,347 4 5,886
1947—Dyec. 31. 97,8461 32,625 57,914] 7,304] 32,845 132,060 122,528 12,353 SO0 1,176 80,609( 28,340, 54 8,464
1960 —Dece. 31. 165,619 99,933| 49,100/ 16,579 45,756: 216,577 193,029] 16,437 1,639 5,287) 112,393 57,273 130( 17,398
1970 -Dec, 319,.] 365,940] 253,936, 45,399 66,604 81,500 465,644 384,596] 29,142| 1,733 6,460| 168,032( 179,229 18,578] 34,100
1971—Dec. 31...] 405,087) 277,717) 47,633 79,738 86,189 §11,353 425,380) 30,612 2,549  8,427| 174,385) 209,406 25,040/ 37,279
1972- -Dec. 31 465,788 320 548] 48,715| 87,524] 96,566 585,125| 482,124 31,958| 3,561 9,024| 197 ,817| 239,763| 36,357 41,228
1973 .Dec. 31...; 528,124 391,032 41,494] 95.598]100,098 655,898 526,837[ 34,782 5844 8,273 202,564 275.374| 55,611 44,741
1974  Dec. 31, 368,532] 429 537 38,921{100,073(106,995) 715,615 575,563 41,062(10,052 3 183 204,203| 317,064| 52,850 48,240
1975 July 30...| §52.727{ 403,137 49,938 99,632 89,743 687,844, 546,420] 30,980; 9,198 ,539] 184 225! 320 478 56,084] 49,900
Aug, 27...] 554,007] 402,281 51,899 99,827| 87,208 686,266| 545,021] 29,335 8,932 2,099 183,283 321,372 54,175| 50,281
Sept. 24.. . 555.096] 400,695] 54,355/100.046] 88,004] 689,717) 546,360] 29,150] 9,360 2,343 [81,340] 124,167, 54,929 50,543
Oct. 29...] 856,383} 401,492] 54,546/100,345) 91 /197 695,312 §52,649] 29 568] 9,578 1,952 186,8511 324,700 54,250| 50,963
Nov. 20, 564,023} 405,805 §7,471[100,747(102,103 714,112 564 ,835] 32,064| 9,527, 2,708[ 194,492 326,044 60,162( 51,199
Dee. 3, 578,560] 416 366| 61 S19[100,675[108,489; 733,635 590,776 18,5()‘)1() 015 2,255 210,824 !‘7‘) 11353 ()4() 52,078
1976 Jan. 2R.. . 563,387] 402,020 61,704 99 663 VI, 808 705,093 556,274} 29 712 9 5201 2 908 185,773 328,352 61,022] 52,167
Feb., 28.. .| 562,940] 401 731] 61,869 99,340 91,914( 704,357 552,942] 29 145 9,357, 2,977| 183,458 328,005| 62,051 52,1()0
Mar, 31100569 913 406, 148 64,636 99 1291100,455 700,228 S73,878] 34,934 9,848 1,769| 194,932| 332,395| 57,470 53 I‘)l}
Apr. 28, 507,384] 402,147 64 8921100, 345 93,743 702 130 S61,110| 29,923; 8,978 3,281 189,36l 32‘),507| 62,002 53 7*1:;
May 26... 567,220[ 402.435 65,058 99,727 92,34() 702" 517, 561,393] 30,676] 8,517 2,702| 187,099| 332,399. 59,591 54,4&
June 30,5 577,480] 411 ,670[ 65,627|100,177(104,052| 726, 745 585,354 35,595 8,570 3,068 202,144 335.377' 59,277 54,980
July 28#..] 570,238] 405,401 64,407(100,370 92,393 706,431 565,287 ¥0 721 8,150 2,721 188,701| 334,994 60, 344 55,051

Call date series
Insured banks: l :
‘Fotal: , X :
1941 Dec. 31, 49,290F 21,259 21,046 6,984 25,788 76,820 69,411 10,654 1,762° 41,298 15,699, 100 6,844,
1947 --Dec. 31, 114,274] 37,583| 67,941 R,750 36,9206| 152,733 141,851 12,615 54/ 1,325 92,975 34,882 ﬁl| 9,734
1960—-Dec. 31... 198,011 117,092] 60,468 20,451, 51,836' 255,669( 228,401 16,921] 1,667 5,932 132,533 71,348 149] 20,628
1970 —Dee. I19.,, 458, 9191 312,006' (1,438 85,475 92,7081 §72,682| 479,174] 30,233! 1,874| 7,898, 208,037 231,132] 19,149| 42,427,
1972—Dec. 31... 594,502] 411,525 66,679 116,298'111,333: 732,519| 612,822f 33,366| 4,113| 10,820. 250.693( 313,830( 37,556/ 52, l(()'
1973-—Dyee. 31, 678, L13] 490,527, 57,961 129, (y25|l 16, 2(;(): 827,081 677,358] 36,248( 6,429 9,856: 261,530, 363,294| 57,531 57,603
1974 e, 3. 734,516f 341,11 54,}.?2({.!‘),272!25,.)75 906,325 741 ,6065] 42,587)10, 693 4,7‘)9( 205,444 418,142/ 55, 988' (13,03‘)[
1975—June 30... 736,164 526,272 67,833142,060125,181| 914,781| 746,348] 41,244(10,252| 3,106 261,903 416,962 59,310' 65,986
Dec. 3.0 762,400] 535,170, 83,629(143,602)1 28, 256| 944,654] 775,209] 40,259[10,733| 3,108] 276, 384 433,352 56 77ﬁ| 68,474i
National member: | !
1941—Dec. 31... 27,571] 11,725 12,039 3,806 14,977| 43,433 39,458 6,786 1,088 23,262 8,322 4' 3,640
1947— Dec. 31,..  65,280] 21,428 38,674 5,781 22,024 88,182 82,023 8,375 35 795 53,541f 19,278 45 5,409
1960-—Dec, 3. .. 107,546) 63,694) 32,712 11,140 28,675 139,261} 124,911} 9 829 6111 3,265 71,6600 39,546 111 11,098
1970—1yec, 319, 271,760] 187,554] 34,203 50,004 56,028| 340,764| 283,063 18,051 982 4,740 122,298| 137,592 13,100 24,868
1972—Dec. 31... 350,743] 247,041] 37,185 66,516 67,390 434,810, 359,319] 19,096 2,155/ 6,646 146,800 184,622 26,706 30,342
1973 -Decs .. 398,23¢) 293,555 30,962 73,718 70,711| 489,470 395,767] 20,357 3,870] 5,955 [52,705) 212,874' 39,696 33,125
1974 Dec. 31... 428,433] 321,400 2‘),()75! 77,892 76,523} 534,207 431,039] 23 497 6,750| 2,437| 154,397 243,959 39,603 35,815
1975 June 30... 428,167| 312,229] 37,606 78,331| 75,686 536,830| 431,646 21 ,006| 6,804| 1,723| 152,570| 242,492 41,954 37,483
Dec 3., 44),135) 315,738] 46,799 78,598 78,()20‘ 553,285 447,5901 22,305] 7,302] 1,788 159,840 250,493 40,875 38,969
i R |

Num-
ber
of

banks

14 465

14,583
141595
14,612
14,628
14,624
14,633

14,611

l4 636
14, ,036

6,619
6,923
6,174
5,767
5,727
5,704
51735
5780

5,796
5,792
5,792
5,796
5 7‘)[
5 788

14,216

14,320
14,372

5,117

For notes see opposite page,
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PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK—Continued

(Amounts in millions of doi

lars)

Loans and investments Deposits
_ Tatul . |
assets
('Inss 1ition by ! seeurities Total [nterbank » | Other ‘ Total | Num-
'R ubership | L 1 Cash lin- e _ . . _ ' Bor- I capital ber
dl\(l 1'DIC | assetsd | bilities | row- i - ol
insurance Total Iu.m\ | LS. and § Totald ‘ Demand ings |counts¢| banks
Treas- 1 Other | capital De- 1 Time
ury ;2 ac- mand | Time 3 !
\ counts? LS. l Other .
| | Govt, | I
Cull date series
- : ! ' | | I | i '
Insured hanks (cont): ' }
State member: l ! | .
1941- Dec. 3., 15,9500 6,295 7, ‘SU()| 2,155 8,145 24,0688 22,259 3,739 : 621 131,874° 4,025 I 2,246 1,502
1947— Dee, ) 32,5606] 11,200 19,240° 2,125 10,822 43 §79| 40,505 3,978 [s I 27,066 9,062 91 3,055 1,918
1960— Dec, 31....| 58,073) 36,240 I(> 394 5,439 17,081 77.316] 68, 118] 6,008  [,028| 2,022! 40, 733 17,727 200 6,299 [,644
1970—Dee. 319...| 94,760] 66,963 ll,l‘)(n l(n,(i()() 25,472 125.460[101,512| 11,091" 750]  1,720- 45,734’ 42,218] 5,478 9,232 1,147
1972—Dece. 3L, HI15,426] &2, 889 11,530] 21,008, 29,176 150.6971123,186] 12,862 1,406" 2,378 S1,017 55.523| 9,651 10,886 1,092
1973 -Dec. 3.0 1302400 97,82%| 10,532 21,880 29,387i106. 78() 131,421 14,425 1.Do8- 2,318 4‘),3\'5‘) 6285115914 11,617 1,076
1974 Dec. .ll.,,_‘M(),J?.‘ 108,346 9 85462 22 1R[| 30,473 181,683 144, 799] 17 565 3,301 7A0: 49,807) 73,380013,247) 12,4257 1,074
1975 Junce 30... [34,759[100.,968 12,004 21,787 31 4661179787 141 995] 18,751 2.771 442 48.621 65,654,14,380| 12,773 1,064
1975 Dec. 3., 137,620 I()(),H?_.‘\l 14,720] 22,077 30,451 180,495 143,409] 16,265 2,712 4071 50 984 67,656/12,771° 13,105 1,046
Nonmembher: ‘ i . |
1941 -Dec, 3 5,7760 3,241 1,s00) (025! 2,(«,8‘ 8.7%| 7,702 129 ' S3) 4,162 3,360 6] 959 6,810
1947-. Dee, 16,444]  4.958] 10,039 1,448  4,083! 20,691] 19,342 2(i2| 4 LI 12,366, 6,554 7 1,271 6,478
1960-- Dec. 31, 32,411 17,169 11,368 3,874; 6,082 39,114| 35,391 484 27 645| 20,140 14,095, 10 3.232] 6,948
1970 Dec. I10...| 92,399] 57,489 16,039 18,871 11,208 106.457| 93,9981 1,091 141 1,438; 40,005 51,322 571, 8,326 7,735
1972 Dec. 3. [128,333F 81,594] 17,964 28,774 14,767[147,013,130,316] 1,408 552 1,796 52,876 73.685| 1,199 10,938 §,017
1973— Dec. 31 149,638 99,143 16,467 34,027 16,167|170,831:150,170] 1,467 586 1,582 55.966 87.509( 1,920 IZ\S(‘:’.| 8,229
1974 Dec, 30,0165, 7001113000 15,201 39,199 18.380,190,435 105,827} 1,525 :.42| 1,616 61,240[100.804 3,138 14,799 8,436
1975 June 30...'173.238 113,1)74: I8,223] 41 .‘MQI 18,029(198 157 172,707 1,397 ()7(»‘ 940" 60, 706|108 810, 2,970 15, 730, 8,526
1975 Dec. 31, .. 183,045 IIX,(»I)‘)‘ 22, 10v] 42,927 l‘).778:2](),.\‘74ilﬂ4.2|0 1,689 714 BR3| 65,560.115,203 3. 128] 106,40 U‘ 8,585
Noninsured . |
nonmember: . i !
1941 —-Dee, 3 1,457 455 761 241 "(‘¥| 2,283 1,872 329 1,291 l 253 13 329, 8§52
1947 —Dec, 3 2,004 4741 1,280 255\ S76: 2,643 2,251 177 185 18y 1,302 478 4! 325 783
1960—Dec. |,498 550 535 413 14 1.8830 1,443 159 132 13 840 293 14! 358 352
1970- Dec. 319...] 3,079 2,132 04! 642 Y34 4365 2,570 375 101 40 1,295 756 22(\' 532 184
1971- Dece. 3l.... 3,1471 2,224 239, 684, 1,551 5,130 2,923 380 116! 19 1,273 RE 283 4380 181
1972—Dec. 3l.... 4,805 3,731 144 785 1,794 7,073 3,775 488 81 55 1,530 l .() 20 527 4‘)|| 206
1973~ Dee. 3 6,192 4.927 KIK) Y49 2,010 8,650 4.990 S91 RETY 9 Lol 2,215 403 5”4 207
1974—Dec. ... 9,981 &,461 Mo 200 26670 13,616 6,627 87 803 5 2,062 2857 2,382 61 249
1975 June 30, ..| [1,725] 9,559 383 1808, 3,534] 16.277) B.314 1,338 vs7 | 1| 2.124 3,320 3.0l 570 253
1975 Dec. 3L, .| 13.674] 11,283 -1‘)\')| 1,902 3590 20,544 11,323 1,552 1, 201! 62,308 5.1 15| 3,444 o581 261
Total nonmember: |
1941 Dec. 30,000 7,233] 3,096 2,270] 1,266 3,431 10,9920 9,573 457 i 5.504 3.613; 18] 1,288 7,662
1947 . Dec. 3., 18,4548 5,4327 1] 31x  [,703] 4,659 23,334 21,591 439 190 1671 13,758 7.036 127 11,5960 7,261
1960 Dec. 31,00 33,910 17,710 11,904} 4,287} 6,296] 40,997 36,834 0643 100 057 20,986 14,388 33 A 500 7,300
1970 Dec. 319, | 05.478] 59,621 16,342 19,514| 12,1431110,822 96,5068 1,466] 243 1,478 41,303 S2,07% 796 8,855, 7,919
1970 Dec. 31....°111.674] 69,411 17.1‘.‘)7 24,966 13,643 129,100 112,764] 1,592 ase o, 717 45,990 63081 866| 0,932| R,056
1972 Dec, 31.... 133,198] 85,325 15.313| 29.559| 16.562] 154,085 134,001] 1895 633 54,406 )§ 1,720 11,429 8,223
1973 Idec. 31, .|I55,N.H) 104, lJ7lD| 16,783 34.9760 185,177 I7‘),4HU|I55\ 165] 2,087 'J.(U‘ I, ﬁ)’ 00 . RO2 3383 1386 8,430
1974 Dece. 3., 175,0690]1 I‘),’,"(xlI 15,5300 40,400, 21,047|204,051 172 4340 2 422 |8 1,624 63,302 103,660 5,520 15,410; 8,085
| | ’ | s | ’ ) > 3 ) ' »
1975 June 30... 184 90634122 633, IS.SHI 43,7500 21,562 214 4347181021 351,683 4“5l l».’_,H_\(I HE20136[ 6.086, 16,300 8,779
1975 Dec. 3., |‘)7 3y, 12‘),8‘)2| ?..‘.,5‘)‘)| 44, 829l 25 37 NI 4IX 195,533 1 "4|I 2,000 854 67 . ROB 120,38 6 ﬁ/7| 17,051 8,846

1Loans to furmers directly puiranteed by CCC were reclassified as
acd  Lxport-Import Bank  porttolio fund  pacticipations were
cd from loans to securities eflective June 30, 1960, This reduced
Toans” and increased “Other securities!” h) about $1 billion.
“Fotal loans™ include Pederal funds sold, and bepinning with June 1967
s(,ull’lll(\ ;mrchuscd under resale agreements, figures lor which are in-
cluded in “1ederal tunds sold, ete,” on p. A-lo,
stive June 30, 1971, Parmers Home Administration notes were
classified as “Other securities” rather than *Loans.”” Ax i resuft of this
change, approximately $300 million was transterred (o “Other securities™
for the pericd ending June 30, 1971, tor all compercial banks.

Flivcuve Mar, 31, I‘)7() mcludes “reserves tor loan losses™ and *un-
carned income on loans.,’

Scee also table Giand notes) at the bottom of p, A-24,

2 See tirst 2 paragraphs of note 1.

3 Reciprocal balances excluded beg,

4 Includes items not shown se

Fftective Mur. 31, 19706, “res tor loan losses™ and uncarned income
on loans,”” which for alt cmnmu banks are estimateid 1o be approxe
imately $14.5 billior, have been netted against “other assets' and “other
Jiabilit anud, therelore, (q.‘un\l “total assetsliabihities.™

5 See third paragraph of note 1 above,

o} Ihum. Mar. d1, 1970, includes “reserves tor securities”
portion ol srves Tor Loan Josses.”

T For the last-Wednesday-of-the-month series, figures for call dates
are shown for June and December as soon as they became available.

b Beginning with Dec. 31, 1947, the series was revised; Tor desceription,
sce note 4, p, 587, May (904 Burtinn,

9 Pigure takes into account the following changes, which became
effective June 30, 1969: (1) inclusion of consolidated reports (including

ning; with 1942,
y. See also note 1,

b

ad

figures for all bank-premises subsidiaries and other significant majority-
owned domestic subsidi and (2) reporting ol figures tor total loans
and for individual categorics of securitics on i gross basis — that is, before
deduction of vialuation reserves  rather than net as previously reported.

o See last paragraph ol note 1, sccond parapraph of note 4, and
note 6.

Norr. o Dataare for adl commercial banks in the United States (including
Alaska and Haw beginning with 1959). Commercial banks represent
al commercial banks, both member and nonmember; slock  savings

ks nondeposit trust companies; and LS. branches of foreign banks,
¢s for member banks betfore 1970 include mutual sa
+ 3 betore Jan. 1960 and 2 throuph Dec. 1960, llum banks
uded in insured commercial banks.

Ltective June 30, 1969, commercial banks and member banks exclude
asmall nutional hank in llu, Virgin Islands; also, member banks exclude,
and noninsured commercial binks include, lhIUlILJI June 30, 1970, a sm.lll
member bank engaged exclusively in Il'usl business; hcy.inninp, 1973,
exclude 1 national bank in Puerto Rico.

Beginning Dec. 31, 1973, June 30, 1974, and Dec, 3, 1974, June 30,
1975, respectively, member banks exclude and noninsured nonmember
Danks include 1,2, 3 d 4 noninsured trust companies that are member
of the 'ederal Reser steni.

Comparability of figures for classes ol banks is aflecled somewhat by
chanpes in 1R, membership, deposit insurance status, and by mergers
cte.

Ligures are partly estimated except oneall dates.

I-or revisions in series before June 30, 1947, see July 1947 Burrena,
Pp. 870 -71.
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Al6 COMMERCIAL BANKS n AUGUST 1976
ASSETS BY CLASS OF BANK, DECEMBER 31, 1975

(Assets and liabilities are shown in millions ot dollars.)

Member banks! :
All Insured Large banks ’
Account commercial commercial N o Non-
banks banks ) ! member
Total New City ol Other All other | banks!
York Chicago large '
City
N ASRUDS) MU B U U R
Cash, bank balances, items in process 133,614 128,256 108,477 24,778 3,888 43,730 36,081 25,137
Currency and coin, ..o, PRI 12,256 . 12.248 9,243 774 200 3.081 5,188 3,013
Reserves with PR Banks. oo oL, 26,776 26.776 26,776 3,349 1,433 [2.283 , Q712 |
Demand balances with banks in United States 34,866 32.091 19,389 6,496 19s 1 1,752 8,947 15,477
Other balances with banks in United States. 8,866 7.367 5,184 151 29 - 1,995 3,008 3,683
Balances with banks in foreign countri . 3,598 2,605 2,356 588 27 1,044 696 1,242
Cash items in process ol collection. . oooviv oo | 47,251 47,169 45.530 13,421 2,003 | 21.575 8,531 1.721
Total securities held- -Book \ul]llL 229,622 227,230 162,194 18.499 7.134 53,016 82,945 1 07,428
U.S. Treasury. 84,119 83,629 61,519 9,005 3,212 20,411 27,892 22,600
Other LS. (mvl ape 34,409 33,941 21,186 1,508 485 6.031 13,162 13,223
States and political subdlvmnns. . 102,629 101,757 74,079 7,204 3,162 : 24 679 - 39,035 27,950
Al OLNer SCCUrLILS . ot v e e e 9,065 7,903 5,410 T83 275 : 1,496 | 2.855 3,655
Trading-account SCCurities. . ..o v v iieenn. 5.338 5,312 5,182 1,902 563 2,484 232 156
U.S, Treasury. oo.voe e 2,982 2,976 2,858 1.072 364 1,315 107 124
Other U.S. Govt. agencie 711 711 698 247 51 351 50 13
States and political subdivisio sl 1,142 1,142 t,130 357 102 602 70 | 12
AlLother, e i e e e 502 502 495 227 . 47 216 5 7
Rank investment Portolios, .o oo nneans 224,284 221,898 + 157.012 16.597 . 6,570 50,13 82,712 ! 67.272
U.S. Treasury 81,137 80,653 58.601 7,933 ¢ 2,848 20,096 27785 22.476
Other U.S, Govt. agencies,oooeoineennn 33,698 33,230 i 20,488 1,262 434 5,680 13,112 13,209
States and politicat \Uhdl\l\l(ln ..... .. 100,887 100.614 72,949 6,847 3,060 24,077 38.965 27,938
Albother, . o i e e e 8,563 7,40 4,914 550 229 1,280 . 2,850 3,049
Federal funds sold and securities purchased under ;
agreements 1o resell 39,250 - 17,323 29,122 2.488 1,520 14,5062 10,551 10,129
Commercial banks. 34,009 32,172 24,075 2,080 998 1,094 9,903 10,023
Ui . .. 3,700 3,700 3,640 62 468 , 2,614 501 53
[ T8 T 1,452 1,452 1,400 340 54 854 146 52
Otherloans. oo it iiiiii v 507,202 ! 497,846 387,439 73,495 22,20l 143,701 147,982 119,763
cal ¢ 134,770 134,588 V6.018 8,448 1,371 5,198 - 51,002 18,752
6.237 6,224 2,702 8 ! 302 i x 3,534
Secured by residentis RS s v 82,307 82,177 59,71 4.138 a7 22,650 32,087 22,516
1- to 4-family residences, .oov oo 76.456 76,331 55,190 3.259 840 20.588 30,503 21,267
PHA jnsured...oooiiiiniienenn e 5,510 5,493 4,786 238 47 2.619 1,882 ', 72
VA guaranteed. oo v 3,081 3,058 2,610 174 20 1,353 1,063 : 471
(O 67.865 67,780 | 47,793 2,847 773 16.616 27,557 20,071
Multifumily propertics. . ....ooovneinn, 5,850 5,846 4,601 879 77 2,062 1,584 1,249
HA fnsured. oo oo e 493 - 492 449 vl 24 158 175 44
Other..,........ . . . 5,358 5,354 4.153 787 53 1.904 1,409 1,205
Secured by other properties. oo 46,226 46 187 33.525 4,302 443 12,245 160,534 12, 702
Loans to domestic and 1'0rcign DanksS. . eeveeeneens 12,624 9.553 8,686 3,366 S84 3,905 831 3,938
Loans to other financial institutions. . .. 29,611 29.276 28,088 10,187 4,442 11,199 1 2,259 1,523
Loans on securities to brokers and dculus 7,175 7,055 6,964 R 911 1,400 | 176 210
Other loans for purch.jecarry securitics., .. 3,916 3,822 3,193 415 289 1,560 | 929 723
[oans to farmers. ... . . 20,158 20,129 11,244 94 162 2,504 | 8,424 8,914
Commerciad and industetal foans. .o oo 179, 348 {74,316 145,930 38,553 12,002 55,749 39,626 33,419
Leans Lo individuals. ..o oo o 106,352 106,019 75,536 4,854 1,717 26.871 42,093 30,816
Lustalment loans. ... 83,205 82,969 58,830 3,153 925 21,178 33,574 24,375
Passenger automobilies, . 33,401 33,279 21,963 432 163 6.600 14,769 11,437
Residential-repair/modernize. 5,859 5.845 4, 189 222 36 1,731 2,199 1,670
Credit «_‘\rd\ and related plans 12,312 12,311 10,846 1,107 509 6,048 3,181 1,466
account eredit cards. ... 9,501 9,500 8,506 KI5 478 4,817 2,395 995
d revolving credit plans. 2,811 2,810 2,340 293 3! P,231 785 471
Other retail consumer goods....... 15,318 15,283 10,615 164 108 3,749 6.594 4,704
AMobile home 8,721 8,719 6,270 97 39 2,221 3,919 2.445
Othero.ovonnn, 6,597 6,564 4,338 67 6 1,527 2,675 2,259
Other instalment loans, .. ... .. 16,315 16,251 11,217 1,228 1Y 3,049 0,831 5,008
Single-payment loans to individuals. . .. 23,147 23,050 16,706 1.701 792 5. (;‘)4 8.520 6,441
AlLother lowns . o v i i et e anenas H 248 ' 13,087 11,781 3,100 784 5.25.’\ ' 2,643 1,406
Total loans and securities. .. ..o i 776,074 762,400 578,755 94,483 30,915 211,880 241,478 197,319
Fixed assets- -Buildings, furniture, real estate, ... ... 17,474 17,390 13,061 1,415 539 5,232 5,875 4 413
lmutmunl\ in subsidiaries not consolidated. . 2,015 1,993 1,970 835 146 958 k1| 45
cacceptances outstanding, ... . 8,952 8,679 8,424 4,319 249 3,538 318 527
[T 1T T R 27,009 25,937 23,003 6,586 1,287 1117 4,103 3,976
Total assels . Lo et e 965,198 i 944,654 733,780 132,416 37,024 ! 276,454 287,880 ° 23] 418
Numhu ol l\.mks ................................ | 14,633 14,372 | 5,787 12 | 9 155 5,611 | 8 §46
VMember banks exclude and nonmember banks include 4 nonmsured Nork. Data include consolidated  reports, including figures tor all

trust companies that are members of the Federal Reserve System, and

P

muembier banks exclude 2 nationat banks outsicde the continental United

States.

2 See table (and notes), Deposits Aceumnlbated for Payment of Personal

Loans, p. 24.

Bl l)un.lmd deposits adjusted are demand deposits other than domestic
commercial interbank and ULS. Gove., less cash jtems reported as in

process of collection,

bank-p
subsidiaries
securities
valuation reserves,

Back data in lesser detail were shown in previous Bultk
with lln. full Calt Report, data for Tuture spring and fall €
be available trom the Data Production Scection of the Division ot Data
P’roc

Sllll'

~that s,

Details may not add to totals because of rounding.

mises subsidiaries and other significant majority-owned domestic
Figares tor total loans and for
s reported onoa gross basis

individual catepories ol
betore deduction of

NS, Beginning
| Reports will



AUGUST 1976 1 COMMERCIAL BANKS

Al7

LIABILITIES AND CAPITAL BY CLASS OF BANK, DECEMBER 31, 1975

(Assets and liabilities are shown in millions of doltars.)

|

Account

Demand deposit
Mutual siavings binks. .. ..
Other indiv s, partnershiy

U S. Governeent

s and political subdivisions.

D I I P I

wind corporatio

HBanks in Imu_\.n U)lllllllkh ......... ..
Certified and oflicers’ chechs, ete. oo onn

\.umus dqmslh
Accumulated for personal loan payments *
Mutual savings banks. .. oo oo o i
Other individuals, parmerships, and corporations.
U.S. Government

Commereial binks in United State -
Binks In TOreion CoOuntries . v eoviien e enarevneeas

Total deposits . oo i i i i e

Federal funds purchased dml seeurities sold under

Mortgage indebtedness .,
Bank acceptances outstandit

Other lialalities oo oo oo o
Total Biabilities oo i
Mm(um interest in consolidated subsidiaries. .. ...

‘s on loansfsecuritic
s for bad debts (IRS)..
Other reserves on loans, .....o.o. .. ..
RESErves O SCCUTICS v uvein e it annans

Total capital ACCOUNIS . v it i ea e ens
Capital notes and debenturs
Feuity capital

Preferred stock .o
Common stock .
Surplus, ...
Undivided profi . v
Othier capital reserves. oo e

minority interest, capital

Total liabilities, reserves
accounts. . ..

Demand deposits adjusied d
Average total deposits (past 15 days). ..
Averige total In ins (past IS d.ns) ..................

'wl(-(lc(l r.l(ms
Percentage ol otal assets
Cash and baliinees with other banks. .. oeeevennns

Total sccurities
‘Tradi
L

I'reasury
States and political subd .
All other triding account SLLlll"lll(.h. eraaes

Bank investment porilolios
U8, ‘Treasury .
States and political subd ons
All other porttolio securities, .,

Other loans and Federal tunds sold
All other assets. .
‘Total loans and sceuritics . . .

Reserves for loans and securitics. ..o oo nn
Equity capital -Total,........
Total capital accounts.........

Number of h.Lan ................................

All
cemmercial
ks

ax3.6l7
1,428
246,559

462,915
160,087
280

786,532

53.8H1

6,412 1

708
Y. 548
29,964

887,033

5
9,035
8.6Y0

150
189

69,125
4,479
64,640
53

15,601
26,775
, 340
876

21

—_——a

23,
8.
10.
4.

N

56.6
5.8
80,4
6.7
7.2
T 14,633

Fasured

\l)lllllkllll]‘

hanks

319,751
1,160
245,471
30K
18,595
1,659
33,453
5,640
10,659

455,458
159,725
280

499
224 878
573
47,8906
11,373
9,038
1,196

775,209

5§2,120
4,049
763
9,267
25,190

807,204
4

8,072
8, ()4[

l87

o, 474
4,379
04,095

48
15,495
26,617
21,143

792

44,654

216,021
753,182

12—
Y

NI

PRV Ry

wh
INENENT

Nxs

505,174

Tetal

251,649
1,063
187,632

590,999

49,305
4,34
548
9,012
20,206

674.411
I

7.293
7, ()73

|21

52,074

733,780

171,816
572,278
IR, 58Y

14.8
22,1

NMember banks!

1 arpe banks Non-
niember
! All other banks!
New b Chtv ol Other
York 1 Chicago large
City |
54.236 10,378 . 528 95,507 71,968
04 1 221 347 262
30,546 7,754 70,913 78,419 58,927
(R 34 809 1,274 859
779 191 3,867 8,221 5,067
1,318 8 261 13 248
14.436 | ROR 11,442 4,302 1,720
3,900 213 1.212 124 1,259
2618 299 2.804 2.802 3025
45,551 16.302 124,194 153,303 123,565
7,061 2,402 40,647 04,118 45,860
.................... 76 146 58
195 h 239 52 . 26
25,975 10,467 61,277 71, I(; 060,531
75 183 203 Lt
1,114 1,055 15,307 16, 87‘1 13,758
7.216 1.212 2,719 1,238
2,997 1,079 3,612 ()‘)I 1.171
918 80 135 12 812
99,788 26,680 215,722 248,810 195,534
9,043 6,367 26,601 7,204 4,506
2,114 25 1,828 374 2,071
54 16 00 178 217
4,884 252 3,555 321 536
4,605 888 7,715 6,997 9,758
120,489 34,228 255,721 263,974 212,622
............................. 1 4
1,629 482 2,777 2,405 1,742
1,627 442 2,672 2,297 1.619
| 43 49 57
| T 62 60 00
10,298 2,314 17,956 21,500 17,051
8 L, 081 DAL 985
16,275 20,551 16,0606
10 18 25
3,755 4,900 4,103
7,079 7.902 0,800
5,310 7,385 4,777
121 340 360
132,416 37,024 276,454 287,836 231,418
26,241 6,473 57,702 81,401 07,608
95,301 25,851 | 207,553 | 243,574 | 190,250
74,4306 21,931 143,973 148,249 125,826
18.7 10.5 15.8 12,5 10,9
14.0 .3 19.4 28.8 29.1
1.t 1.5 9 .9 .1
8 1.0 .5 N
3 ] 2
4 3 B 2 I
12.5 17.7 18.5 29.1
6.0 7.7 7.3 9.7
5.2 8.3 8.7 12.1
1.4 1.8 2.5 7.3
57.4 64.2 57.2 55.1 56.1
9.9 6.0 7.5 3.6 3.9
71.4 83.5 76.0 83.9 85.3
1.2 1.3 1.0 .8 .8
7.2 0.0 5.¢ 7.1 6.9
7.3 6.3 6.5 7.5 7.4
12 Y 1ss{ 5,61l 8,846

Lor notes see opposite page.



Al8 WEEKLY REPORTING BANKS o AUGUST 1976
ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKSA
(In millions ol dollars}
Loans
Federal funds sold, ete.2 ! Other
| T'o brokers . For purchasing ,
| and dealers | ! or carrying securities To nonbank
involving-— o e financial |
U : institutions
Wednesday | 1 To brokers To
iinvest- To Com- . and dealers | others |
‘mcnlsl com- ! - To mer- Agri- | e ) .
Total | mer- | US., Other jothers | Totall | ciul cul- 1 | . ! Real
. cial | Treas-'  se- cand tural | | Pers. estate
' banks | ury  curi- | indus- LS, 18- . and |
I § ties ! trial Treus- Other ; Treas-j Other sales ' Other
| . ury  sees. |owury | sees. finance :
! ) sees. osees. oS,
i H (5 {oN
Large hanks - ! |
Total _ \ |
1975 ' | ! |
July 2........... 1390,574 18,835} 15,631 1,713i 7I()i 772 279,1571122,288 3,624 ‘)Hl| 3,944 101 2,342° 9,360 20,5‘)3I 59,502
9. 393,618 20,979 15,719 3,914 640 706 279,8300122,052 3 647, ‘)4S| 3,285! 101 2,333 9,313 20,465 59,417
.|387,635 17,085 14,1861 1,754 465 680'277,499] 121,762, 3,640 939" 3,513 102 2,335 9,121| 20,345' 59,405
|383,402 14,1301 11,787 1,444 333 566 276,024]121,001| 3,044 879 3,551 ll4| 2, 1”() 8,952 20,143 59,355
84,569 15,5921 13,359] 1,422 342 469 27(),()53 120, 565 3.66[ 766 3,67(&! 110 2,308' 91281 20,035| 59,352
- | |
391,422 20,347 15,375 3,508 681 723'269,354112,615| 3,840 1,557| 5,922 ‘)(;I 2,449 7,955 18,187 61,296
L AR9,153. 18,459] 13,562 3,472 711 714 268,812{112,273| 3,875, 2,181| 5,824 88' 2,470 7,513 IH,()7‘)| 61,397
. 390, ‘)24| 14,563] 14,588 2,407 788 T80 270,061 112,527 3,905| 1,148 6,118 86 2,460 8,157 18,208 6l.471
. 3R6.904; 17,368] 13,715 2,042 776 835 268,918]112,471' 3.927| 1,212 5,836| 85: 2,5(10 7_.5](>| [8.153 61,358
391,935 19,881] 16,650, 1,652 792 787 270,652| 112,903 3,969( 1,003| 6,276! 82 2,514 7.310: 18,285 61,429
349,721 19,422 IS,‘)3()[ 1,940 786 760 270,193 I|2,42()I 3,979 11,1221 6,351 83 2,5.14i 7,525 18, IRI 61,513
| 389,035 18.677| 14,672 2,521 722 762 269, 1211112, 140 3,978 1,135 6, 119, 83 2,530 7,144 18.098' 6L.614
200000000000 |?N7 646 17,807 14,810 1.629 ()77| 691 268,9190112,051 3,976( 1,198 6,321 81| 2,508 7,174 17,896 61,748
28,0000 'i84 102 16,484] 13,588 1,719 577 (;()()|2(17,ll.1 111,324 3,999 770 6, 088' 79 2,536 7,238 |7,x()2 6t,777
New York City ,' . . ' ,
! i f
1975 : : | f i i
1 ' N
91,915 1,256 819 49 74 314 73,492} 38,841 102 825( 2,810 39 473 3,296 R,072, 8,813
L.1 92,308 1,004 824 12...... 228 74,371| 38,629 100 2,630] 2,265 kR 477  3,194| 8,034 8,812
i 91,578  2,228] 1,948 224) 72,391| 38,418 99 oYl 2,470 36 4821 3,164, 8,055 8,831
89,928 1,540} 1,08} 2300 71,497) 37,948, 102 772. 2,491 S0/ 4511 3,003 7,997) 8,349
90,813 2,309 1,880 190 71,551 37.8‘)5i 11 648 2,602 45 440 3,108 7,858 8,851
s i | -
| ! '
89, ﬂl()| 2,498] 1,793 157] 67.962] 33,997 77 1,436 3,700, 18 86| 2,740 6,857| 9,403
88,419° 1,592 ‘)Sl 189] 67,8561 33,728 83 1,953 3,636 13 3921 2,527, 6,786 9,404
88,828 2,141 1,195 3620 67,6600 33,517 83, 992 3,857 13 01 2,836, 6,862 9,426
| &7 20002 2189 349° 66,792 33,461 85| 1,075 3,603 13 394 2,504 6.803 9,382
88,155 ,859] 1 452 286 67,439] 33,404, K4| 889" 31,879 13 393 2'7('II 6,787 9,298
. i ' |
86,883 1,210 632 244, 67,404] 33,3970 84l 9s7 4,001 13} 393 2,562 6.715 9,336
87,()[2 1,507 710 234 66,810] 33,162- ﬂ()i [,017. 3,794 13 394 2,424 6,638 9,343
L 87,910 2,624 2,284 199| 66, 588] 32,996 85, l,()‘)Si 3,901 12 30 2,406 6,616] 9,359
85,189, 1,712 1.367 188 65,059{ 32,517 8()| 672 3,658 12 389 2,465 6, 6()4] 9,320
Qutside !
New York City :
1975 ‘ I
298,659 17,5791 14,812 | ()()4| 645 458(205,665| 83,447 3,522 156 1, 134|I 62, 1,869 6,064 12, i’lf 50,689
301,220 19,915] 14,895 3,902 6400 478(205,459] 83,423 3,547 318 1,020 ()3i 1.850 6,119 12, 43|| 50,605
296,057 14,857 12,238. 1,698 4(15, 456'205, 108 83,344 3,541 2481 1,043 66; 1,853 5,957 2,2‘)0 50,574
.'293,474 12,590] 10,704’ 1,217 333; 'H()"(M 527] 83,113 3,542 107, 1,060; 64: 1,8751 5,889 ll,|4()| 50,506
2‘)3,756I 13,283] 11,479 1,183 342- 279[204,502| 82,670, 3,550 118] 1,074 65' 1,868 5,960 12,177, 50,501
! ; ' |
301,606" 17,849] 13,582 3,020- 081 566 201,392] 78,618 3,763' 121 2,222 78 2,063 5,215 11,3307 51,893
..|300,734 16,867 12,611; 3,020 7111 525 200,956} 78,545( 3,792 228 2,188 75 2,078 5.(]()6| 11,293] 51,993
..|302,006 16,422] 13,393] 1,823 788" 418 202,401 79,010| 3,822 156. 2,261; 732,069 5,32t0 11,346° 52,045
.1299,076 14,466) 11,526 1,678 776 486 202,126] 79,010( 3,842° 137 2,233; 72| 2,106 5,032 1,350 51,976
303.780 18,022 Ii l‘)8 1,541 782 501 203.213] 79,439 3,885: 114 7,3‘)7: 69 2,121 5,049 11,498 52,131
. J()Z,BJXI 8,212 15,304 1,616 776 516 202,789 79,023 3,895 165 2.350I 70 2,l4li 4,963 11,466 52,177
..1302,023. 17,1701 13,962 | ‘)53| 722 528 202,311| 78,974 3,892 g 2,325 70| 2,136 4,72() 11,460i 52.271
. 299,736 15,183] 12,520 1,488 677 492 202,331 79,055| 3,891 103- 2,420 69 2,118 4,7 1. 28() 52,389
I2‘)8,‘)13 14,772| 12,221 l.5(:2 577 412 202,054] 78,807( 3,919 98 2,430 07" 2,147, 4, 771| 11,198! 52,457
! ! |

A Effective with changes in
beginning Jan, [,

to branches.

The principal effects of these changes were 1o increase the reported data
for New York City (total assets, by about $5.5 billion) and to decrease the

New York State branch banking lﬂlws,
1976, three large New York City banks are now reporting
combined totals for previously atliliated banks that have been converted

reported data for “Outside New York City” (total assets, by about §4,0
billion),

Historical data (Itom Jan. 1972) on a basis comparable with 1976 data
are avaitable from the Public Information Department of the Federal
Reserve Bank of New York on request.

l'or other notes see p, A-22,
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A—Continued

(In millions of doilars)

Loans (cont.) ! Tuvestments ,
Other (coent.) ' ULS, ‘Treasury securities Other securitics
i ' ' ‘ . |
To commer- Noles and bonds
cinl banks i maturing.
. | | | ' Oblipations Other bonds,
| | 1.oan | of Stiates . corp. stocks, Wednesday
, . lons inud , and
| I Con- ! 1ot reserve | i ! poliical T securities
sunereipn Al and un-? . | subdivisions
instal- voviss  other  carned  ‘lotal Bills . ©lotad
Do- | Tor- " ment | income | . -
nes- o cien | on Within 1 to ' After .
tic ‘ ‘ Sloanst Tvr, | Syrs. S, lax | Cerut,
: ' . ‘ : wir- All 7 or
| | runts4 ether  pirtici- All

| H
| | | ‘ | | | pations| othero

! I Large banks
. ! Fotal

| .
! : : ) . | \ |
2,313 5,279] 34,307 (,586) 18,667 5,730 32,166 7,003 5,070 16.822' 3,180 60,416[ 6,302" 30,683
; 34,276, 1,406 18,323 725 32,4711 6,969 5,078 17,261' 3,163 60.338] .318 39,013
.14,2‘)()| 1,355 18,403' 5,712 32,2031 7,003] 5.080 17,038 3,081 60.848| 6,414 40,144
34,325 1,362 18,055. 5,709 32,187 7,080 5,102 16,944 3.061 61,061] 6,658 39,906,
34,444 1,572 18,181 5,750 32,305 7,403 5,157 16.657 3,088 060,619] 6,540 J‘),RI()i

i i
36,310 1,941 18,184 8,459| 42 80Y l},U‘)Hi 6,275 20,715 2,721| 58,912 6,145 39,642 2,409 10,716
36,352) (L0t 17,851 8,532 42,563 13,475 6,200 20,3121 2,576 59,319} 6,123 40,240 2,393} 10,503 ...
36,5120 1,769 18,232° 8,570; 42.424] 12,786 6,237 20,733' 2,668 59.876] 6,254 40,367: 2,421] 10 834 .,

1368 595, 36.616' 1.756 18,072 8,564 41.331] 12,458 6,129 20,132 2,612 59,287] 5,875, 40,3061 2,432] 10,674 ..,
2,2?*15l 5,730| 36,738 l,74‘), 18,298 8,419 42,150] 12,871 (),M-()l 20,641 2,4‘)8’ 59,252} 5,806 4(),|‘)4I 2,404] 10,848

: i !
2,338 5,728 36,777| 1,797 18,262 8,417 41,194] 12,4u2 (,,202| 20,094 2.4()(\: 58,9121 5,785 40,073 2,418] 10,0630
2,218 5,668 36,7827 1,782 18,284 8,454 41,668 12,069] 6,272° 20,1111 3,2161 59,569 6.598 39,749, 2,409} 10,813,
2,153 5,616 36,883 1,7068] 18.0441 B 498; 41 3100 11,955 6,150 20,115 3,090 59,610 (.,0_‘(')| 40, 172]  2,430] 10,969 ..
2,026 5,637 37,031 I,75()I 17,575 8,519 41,121] 11,934 6,174 19,961 3,052 59.384] 5,932" 40,115 2,445] 10,892

! ! ; ; 1975

I
2 75910 1,606] 757 4,337 891 9,576 1,766 5,388 183} 2,239
11 7,510] 1,428 640 4,534 908 9,453| 1.693] 5,387 182] 2,191 ...
I' 7,333 1,453 085 4,348 84T 9,620} 1.590° 5.757.  1R0| 2.099 ...
2 7464 1634 097 4256 857, 9,427 1.555 5.004;  179] 2.089 ...
s

7.022 l.‘)Z.‘l 679 4,160 8()()| 9,331| 1,530 5.54‘)| 178 2,()74|..
|
|

3,090 1,711 9857 3,440, 1,040; 4,087 (x?»'4| 09,4991 1,785 6,004 191
3 3, 3,0l 1,734 9,340 3,287 035 5. 673 9,631 1,742 {,_21)()| 188
863 2,413 3,804 S42 0 3,801 1,740 93771 2,889 985 4,780 723 9,650 1.862] 6,139 193
870 2,380 3,807 573 353 1,090 8,568] 2,062 882 4,3011 663 9,560} [.699] 6,265 194
780 2,466 3,802 594 _l,N-14i 1,615  9,326] 3,172 W03 4,014 637 9.531) 1,082 {),2l)2I 193

I
EN
EN
n

862 2,534] 3,801° 553 3,82 1,(.:si 8,884 3,080 w7l 4,226 06 9,385 1605l 6,103 193
5 3,822 555) 3,918 Lol 9143 3,024 950 4,227 942 v.552] 1,085 0,197 197
810 2444 3.826° 530 3,694, L6dS 91400 3087 000) 4,226 927] 9,558 1,683 6,170 186,
679} 2,475 3,)«:\3] 522 3.485) 1,652 9,018] 3,105] 87 4,0()'8] 918 9,400 1.6520 6,112 185

| : [ Outside
‘ | New York City

! . 1975
1,203 2,971 30,736] 836! 14,473 4,018 24,575 5.4»»'7! 4,314 12,485| 2,289, 50,8401 4,530, 34,2951 2.192| 9,817
1,224 3.043 30,7071 800 14,307) 4.004| 24,9611 5,541 4438 12.727| 2,255 50,885| 4,0625' 34,220 2,199] 9,835]...
3,9011 24;870] 5,550 4,396 12,690 2,234 51,222 4,824 34,387) 2,275 9,730]...

1,180 3,133 30,777, 814 14,279
1,195) 3,134 30,806 850, 14,227 3 087) 24,723) 5,420 4,40S) 12,0688 2,204 51,634] 5,103 34,302° 2,360 9,909 . R
1,2141 3,255 30,917 939| 14,1991 4,005 24,0683 5,480 4,478 12,4‘)7| 2,228" 51,288 5,()1()‘ 34,2(J7| 2,248 ()'7(,3i .............. 30

1 ' 1976

1,526 3,095 32,542 1,175 14,499 6,748 132,952 9,652 5,235 16,028 2.037 49,413 4,360 33,638  2,218] 9,197,
1,391 3,162 32,565 1,208 14,233 6,798 33,2231 10,188 5,205 15,867 1,903, 49,688 4,38 l| 34,034) 2,205 9,008",
1,513 3,249 32,708, 1,227 14,431 0,330 33,047 v,897: 5,252 15,953 1,945 50,2206] 4,392° 34,228 2,228] 9,378
I,4‘)5| 3,215 32,809 1,183 14,534 6,868 32,763 9,796: 5,247 15,7711 1,949 49,721 4,176 34,041, 2,2381 9,266,

1,505 3,264 32,936, 1,155 14,454 06,804 32,824 9.699| 5,237, 16,027 [.801 49,721| 4,124 33,992| 2,211] 9,394’
L H .

1,476 3,194 32,976 1,244" 14,438 6,759 12,310] 9,411 5,231 (5,868 1,800| 49,527] 4,120 33,910 2,225] 9,272

1,423 3,179 32,960: 1,227 14,366 6,814 32,5251 9,045 5,322 15,884) 2,274 50,017| 4,913 33,552 2,212 9,340 .

1,343: 3,172 33,057| 1,229 14,350; 6,853 132,170] 8,868| 5,250 15,889 2,163 50,052 4,356, 34,002' 2,244] 9,450 .

1,347 3,162 J.x,wsl 1,228 14,090 6,807 32,103] %,829 5,IR7| 15,953 2,134; 49,984] 4,280 34,003 2,260 9,441
. 1 1 .

L'or notes see pp. A-18 and A-22.
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A —Continued

(In millions of dollars)

Cash
iems
in serves
process  with
ot F.R.
collee-  Banks
tion

Re-

Wednesday

Large banks—
Total

1975

20,664|
18.658]
25065
H 879

27073

36,005
32,661
34,070
30,801
30,934

July

I
C 16,187
17,94t
21,452]
17,639
2, 20,645,

June

21,468
21698
21,025

20,630

1975

6,532

July
6,608

6,178

June 5,029
ﬁ 267

H7
1 '7ﬂ
5 0‘)8

7,617!
6,588l
5,577,
6,554

July

1440

Outside
New York City

1975

:

‘ 23,7897 14,132
21,402

122478
20,003

19,651

July

June 2oLl 2(),9()0| |
20,2927 1
150437 1
21,844, 1
25,118

July 28,563| 1]
23,744| 15
.| 22,350: 1

20, 2990 1

Cur-
rency
and
coin

4,990
3 t444
5,403
5,505

4,449
4,513
4,588
4,759
4,000

4,279
4 ()‘)U|
4 (77"
41749

Bal- | Invest-
ances | ments |
with | in sub-
do- 1 sidiar-
mestic  ies not
hanks consol-

idated
2,467 1,755
20700 10770
2,679 1,750
1,597 1 743
1,596 1,751
|
|
12,919 2136
1,914 2‘lltl‘
12,563 2,134
12,755 2,135
14,633 2,179
13 8‘7| 2,174
11,931 27125
12,723 2114
3201
1
i
5,346¢ 803
5,073 803
5,715 798
S 478 801"
4,873 798
4,685 938
5,123 936
4,865 930-
0,108 930’
7,030 ‘)47i
5,843 931
5,0161 929
5,565: 944
4,835 945
7,121 952
7,007 973
6,964 9S2
6,119 942!
6,723 PAR]
8,234  |,198
6,791 1,174
7,694 l 2()4’
6.647] 1205
7,603 l _2.’42’.I
7,984 1,243
(» L9181 1,196
A58 I7()
(‘,3*)(» 1,187

Other
assels

319,027
37,961
36,074
36,402
37,001

45,165
44,515
44,258

' 43,341
_ 46,

P 47,517

91

45,705
44,564
45.219

15,353
15,101
14,807
14,032
16,212

16,396
15,894
14,923
15,969

25,006
247206
23,696
23559
2357y

29,812
29,414
29,451
29,309
300179

30,121
29,811
29,641
29,250

Total
assets/
total
liabil- |
titest |

Total®

Sosxmshoumx
501.617.162.916
502,741 164, 356
492, xin'1<7 737
493,0001150,507

S12,604,170.817
502,379(159,538
s14,868(174.679
504.252:164. 589
S21.198'174,773

S210,157.175,604
512 955||ox 505
509,010(167,352
502.249(161 672

131,498 50,455
130,560 47,283
131,038( 48,087
127,440| 46,383
128,162" 47,585

i
129,217
126787
(28,296 49,941

127,526 49,884
133,073; 55,314

48,244
45,230

131,278 49,899
129,466" 48,841
128,835 49 654
125,688 40,399

|

373,600°119,176
371,057 115,633
371.703.116.269
3652410 111354
364,928 111,922

383,387:122,57)
375.5921114, 308
386.569(124.738
376.726/114,705
388.125(123,459

389,879!125,705
383,489° 119,664
380,175 117,698
376,561 115,273

1°C I

121,978
118,125
119,700
115,779
116.292

124,301
117.830
124,164’
119) 388
26,591

L6611
278
634.
864

125
l24
120,
117,

28,722
26,957
27,2717
26,610
27,339

28,382
26,450
27,989,
27,838
30,445

28,022
28,009
27,887
26,058

93,256
91,168,
92,423
89, 16V
4K YS 3

95,919
91, 380
96,175
91550
96 146.

7, (ﬂ‘)'
96,209
92 74"
1, 1800

Deposits
Demand
. [
. | Domestic
Stites | interbank
and [
polit- | lFor-
ical u.s, eign
sub- I Govt,  Com- Mutual L_ovts
divi- | mer- Siv- cle.
sions | cial ings |
- - | . - - T, -
o
| |
. 1
I |
I I ! ‘
6,486 1,342 24,695 928" 1,462
6,000 1,433 23/058 882 1,081
o,u4|’ 1,506 23.795 777 | 132
6, 006! 9Ol 21,982 713 117
6,021 871" 23,304 750 I 204
(),()()4( 1,170l 24,883 816 1,320
5,816 1,033 22,130 725 l 0‘)5
6,143 5,767 24,393 774 ,140
6,304 1,547 23..!27 657 l V184
6,839 2,737 27.372 854 l,24l
6,162 1,805 27,478 961 1,165
S)&Is 1,081 233770 s42] (172
5,838 2.585 23,537 7420 1, 1066
5,687 1,884 22 576 727 1,239
| i
579! I57] 12,119 569 1,273
4990 167| 11,924 522 896
514 228 12,153 460 804
543 105] 11,243 418 904
561 96[ 11,695, 444 943
511 91 10,467 442 1,00
484 116 10,326: 375 850
S84 1,308 (1,590 405 K07
731 18(;| 12,118 326 934
696 469" 14,157 500 991
53‘) 161 12,616 552 RS3
632 109 11,707 451 885
584 446 11,467 396 796
571 N 10,908 396 1,015
L
i :
§$,907° 1,185 12 576 159 189
5,507 1,266 12034 360 185
S,827. 1.278] 11,642 317 238
5,463 8RO 10,739 295 213
5 ,4(>lij 775’ I, 66Y 3006. 261
I
|
5,493 1,079 14,416; 374 224
5,032 917, 11,804 RAIVE 245
5,559 4,459 (2 80% 3691 333
5,570 1,361 11,200 331 250
6,143 2,268 13,205 3540 250
5,623 1,644 14 862 409 32
5,183, 1,072 11670 39 287
5.254| 2,139) 12,070 346 270
S, 1106l 1 ,583, 11 (,ox 33l 224

For notes see pp, A-18 and A-22.
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A —Continued

(tnomiltions of dollars)

A2l

Demand (cont.)

For- Certi-
cign fied
coni- und
mer- ofli-
cial cers’
banks | checks |
]
4,721 8.019
4,957 6,4.4
4,922 6,483
4,947 (),2()2
5,002 o, ll()'i
'
5.377! 6,946
5,307 5,902
5.365° 6,933
4,888 7.294
5,70t 7,438
5,950 6,422
5,629 6,211
5,174 7,776
5,350 6,345,
3,385 3.0651
3,660 2,658
3,698 2,860
3,693 2,867
3,73 2.776
4,()28| 3,227
4,002 2,627
4,024 3,234
3,655 4,096
4,251 3,805
4,593 2,563
4,136 2,652
3,793 4,285
4,009 30811
!
1,336 4,368
1,297 3,816
1,227 3,617
1,254 3,335
1,271 3,227
I
1,349 3,719
1,305 3,275
1,341 3,699
1,233 3,198
1,450 3,633
1,357 3,859
1,293 3.559
1,381 3,491
L34l 3,264

Ieposits (cont.)
Borrowings

from-
Time and savings | |
, . Total
fed- | equity
! cral Other capital
pC i s liabili- | and sub.j
States pir- ties, notes/
and Dao- i chased, : ete.? o deben- !
polit- mes- I-or- cted LR, tures !'#
Total? . ical tic cign 1 Banks | Other
Sav- | Other sub- inter- povis. ! ‘
ings ¢ divi- bank H
sions ) |
| | | |
I ! ) '
. ! i
224,060 65,881 113,256 22,951 7,0281 12,592 49,704 176 3,551 22,338 35,038
223,988 66,064 (12,973 22,999 7,793 12,683  53.313 4 3,596) 22,144 15,6 6 ..
223,522 66,037) 112,992] 22,982 7,677 12,391 52,153 1,055 3,6520 22, 4(.K| 15,5835 .
223,946 65,973 113,626 23,126 7,691 12,081; 47,785 1,852 .l,74() 22.277] 15.513 ...
223,320 05,792 113,552 23,007 7‘571 1. ‘)51 48,920 21 3,790 ZI .‘)‘)(I. 35,530,
|
222,6921 79,921 105,279 20,885 6,893 B,151 53,750 128 3,740 0 21,993 39,484
223,446 79,864 105,892 20,768 6.943 8,400 53,9321 324 3,759 21.867 9,513 .
222,919 79.639 105.828 20,324 6,962 8,471 52,449 22 3,850 21.550 9,098 .,
224,112 79,493 07.275, 20,255 6,949 8,455 49,932 704 3,795 201,601 19,459 ...
225,469 79,821 108, Sl.h 19,946 6,851 8,605 51,108 171 3,712 22,108 39,707
224,003 80,055 107, ()I(;I 19,8806 6,523 8,800 55,459 5 3,659 22,712 39,705
224,372 80,133 107, ()R‘) 19,995 6,658 §.813 54,430 970 3,718, 21,242 39,718 ...
223,780] 80, 182 \ 106717 19972 6,679 8,595 52,8103 66 4.0020 20298 39689
223,251 8o, l"i l()(y,44() 20,1428 6,490 8.305; 52,136 592 Lolol 21273 w700
! ! 1
: ! ; i
47,529 7.504 20,208 1,567 3,444 7.848 14,555 75 1,433 7.639 Y. 812
47,649 7,509 206,344 {.5958 3,340 7,885 16.703]........ 1,339 7.7N(): Y,.8006 ..
47,542 7,402 26,533 1.641 3,203 7.690  [5.607: 5406 1,397 ?«Z.ll(n2| 9.807 .
47,037 7,425, 206,421 1.635 3,310, 7497 13,090 l,()55| 1,495 7.994. 9,780 .
47,279 7.3710 26,625 [.694 3,292 73790 13,975 ... 1,534 H,028 0.761
!
43,100 9,123 23,490 1,333 2078 5. I87| 15,354 1,745 4,449
43,215 9,118 23,465 1,330 3,035 5.2\€()| 15.437, 1,745 9,574
42,823 9,127 23,167 1,190 3,025 5.252‘ 12,949 1.901]  v.359
42,8092 9,098 23,375, 1,209 2,943 5.2006" 11.98) 1.6 9,275
42,989 9,010 23,677 1,157 2,340 5.257 11,294 1,672 10,359
42,678] 9,025, 233160 1,219 2,725 5,341 16,035 ... .. Lot 9,700
43,267 9087, 23 L6 1,228 2,888 5,398 14,088 548 1,608 9, 140,
43,042 9005 23,407 1.263; 2,951, 57336 13,626 ........ 1,596 9,551
42,719 8 ‘)‘)(\l 23, 12(»\ 1,275 2,880 5,276 13,300 441 1,517 9,435
176,531 58,377, 87,048 21,384 4,484 4,744 35, 14‘1| 101 2,18 1699
176,339] 58,555 86.629 2[,404 4,453 4,798, 36,610: 34 2,257 14,3064
175,990] 58.575 86,459 21,351 4,414 4,701: 36,546] 509 2,255 14,400
176,300] S8.548  80.805 21,491 43800 4,584 34,6950 797 2,245 |4,283
176,047] 58,421 86,927 21,373 4.279°  4.5750 34,951 21 2,256 13,962
. i : \ '
179,592 70, 7‘)8| 81,789 19,5521 3,915 2,964 34,3906, 128‘ 1,995 12,544
180,231 70,746) 82,427 19,4321 3908 3,120 38,495 T4 2,014 12,293
180,006)  70,512] 82,661 19,134 3 937 3219 39 500 22 1,049 12,192
81,220 7(),3‘)5 83,900 l<),()4()| 4,000 3,249 37,951 329 2,049, 12,326
182,480] 70,81 I| 84,856 18,780 4,005 3,408 39,873 71 2,040" 11 ,8.(‘),

S8, 3251 7L, l)l() 83,700 18,667 3,798 3,459 19,424, 15 2,048 13,012 23,350
I81,105| 71.046] 83,445 18,767 3,770 3.415| v, 742, 4220 20010 12,102 28,344 .
180,738] 71,177 83, 1250, 18,709 3,728 3,259 39,187 606 2,416, 11,747 28,323 .
180,532] 71,199 83, II4| 18,867 _l,{;l()I J,l)ﬂ‘)l 38,3306 151 Z,Il)li lI.h‘JH| 2.‘{ A2y

Wednesday

Lurge banky
Total

1978

Ourside

1978

New York Cuv

I'or notes see pp.

A-18 and A-22,
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WEEKLY REPORTING BANKS o AUGUST 1976

ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A—Continued

(In mitlions of dollirs)

| Memoranda
; Large negotiable Savings ownership categories I
! ume CI’s All other large | _ L. [
Total included in time time deposits 14 Gross
Wednesday i Total  loans e- and savings deposits 1 Individ-  Part- | tiabili-
. loans and mund . I uals ner- Do- ties ol
i (gross) | invest- dcp(;.\:ls and © ships | mestic . banks
ad- ments ad- . non- | and lgovern-i  All to
justedil| (gross) justed 12! Issued  Issued Issued | Issued  profit | cor-  mental | otherlo] their
I ad- Totat 10 to Total 1o to orga-  porit units foreign
| justed®: IPC's  others IPC*s * others ; niza- tions for . branches
| 1 tions (profitis | '
! !
— .- - - - - — - o -
Large banks  Uotal i : i :
1975 . : ! ‘ |
July 1385 .778(372,630° 107,589 81 415] 54,059 27,3560 34,007] 17,863 l(),l44. 65,881
IR a90|375.574 104,864 KL, 394] 53,840 27,5540 33.969| 17,955, 16.014 06,004 .
."8» FS1[I70,090 104,985 81,003 53,925 27,078 34 15[ 17, ‘)47 16,204 66 ,(
1281.7111369.250 103,903 81.507| 54,445 27)062 34097 17 ‘)85. 16,112 65 ‘)7-
281804 368,978 104,238 81,291 54,309 26,982 31,782 17 1926' 15,8561 65 7‘)2|
. i
| : | ! |
280,630{373,892 105,183 68,440 44,850, 23 5901 27 654| 14,559 13,045; 75 714" 3,045| 1,071 91, 2,404
L2280, 151(373,501 104,6882) 69,130} 45,402 23,728 27 8691 14,717 13,152 75 628 3,069 1,070 97 2,944
. 280, 230|373 960 106 .‘,8(| 68,736} 45,2231 23,5137 27 890} 14,783 13,107, 75,452 3,007[ 1,091 89 4,010
278,770[370,824 (03,7521 69.416] 46,475 22,941 27 997§ 14,896 13,101 75,296. 3,043 1,061 93 3,784
................... 2 .ﬂ\) ()\" 33 (\00 H)ﬁ, B2 T0,855) 47,246) 23,309 28 ,082) 15,104, 12,978 75,%45] 3,045 854 77 3,674
July 279,758 371, 4"|I()4 861, 68,934 45,7.\5' 23,199 28,062 I‘.ll)‘i 12,960] 76,038] 3,085 851 81 3,149
12790362 372, 1451106,930] 69.412| 45978 23.434] 28103 18,2107 12,893 76,018 3,085 841 189 3,140
.. 278,261 370 (|81|I()5 O5| ok 561 45360 232000 28,041 15,236 12,805| 76.107| 3. 134 347 94| 4,12
276, 5()’ J6R, 488 |()4.TXZ| 07 ,897) 44,981 22 916( 28,1069] 15 344 12 825 76,082 3, I?HI 833 951 3,884
1975 i ;
July | 74,531 89,986 25,963 27 929] 17,643 10,286| 8,389] §5,018. 712
75,231 90,473 23933 280161 17,805 10,2066] 8,390 § ()’() 1,052
73.203 88.451] 24,114 25.253) 187197 10,056, 8.362] 5,014 2,145
72,506 87,675 24.237) 28,617] 18.558 10,059 g 159] 4, lg8Y’ 1,901
72.707; 87,915] 24,511 28°412) 18,366 1000407 8.039] 41926 1,390
I !
|
June 69,749 87,394 15 4:1' 8,8391 5 990 4,092 1,865
L 69,532 86,709 15,483 8,694 o o12] 4l119 2,149
P 09,483 86,770 IS,II7 8,529 6,125] 4,166 3,201
| 68,331 84,709 L334 8,429 * 6,034] 4,081 2,830
' o8, 681 85.‘)2.l Ii 414 §,350] 6,083 4,167, 2,651
July - 68.748 RS,.!R‘): 2 23, 15,143 8,3700 6,129] 4,198 2,090
. H8, 432 83 507 24, {5,465  8.654 6,081 4,240 2,324
67,703 84 816 23,980 15,246 8,734 6,032} 4.230 3,204
L 60.377| 830143, 23, LO90 23,730 15,147 R.SBY 0,001 4,231 3,060
Outside New York City ! '
i | 1
201,247(282 644 8l ,(v2(y| 51,480 .1(;,41(»' 12,770 717
2032597285 101 80,931 53,2331 35,945 12,644 757
210,538 282 (.w: 80,471 75 . 12,856 Y85
1200, 205 281, '\/i 79,720 12,905' 841
209,097 281,063, 79, 8"" 12,743 987
\210,881°286,498: 80,118 44,427] 29,376; 15,051 21,664 10,467 11,197 67,157] 2,7(\()? 852 29 539
.!ZIO,()I‘) 28(),732 81,295 44.953] 29,919 15,034 21 ,857{ 10,598 11,259 67,0991 2,748' 333 26 795
2 ’ 82,0. I’JJ 43 0008 30,106/ 14,984) 21 7650 10,617 11,148 66,924 2730} 321 27, 8Bi15
S5 R(),“)I 45,6583] 31,141 14,5121 21 ,963] 10,815 11,148 66,817] 2.758 793 27 954
82,858 40,701 31,802 14,050 21 999[ 10,937 11,062 67,318" 2,762 706 28| 1,023
"’Il 0107286058 80,636) 45 .421] 30,592 14,829: 21,933 10,907 11,026; 67 SO()| 2,802 696 32| 1,059
ld, oL L2210 9107 286,638 83, 178 45.293] 30, ﬁll 14,780 22 022| 10,970 (1,052 67,521 2,8()8! 678" 39: BlO
21, . 210,498 285 X(ﬂl 81,1391 44 531 K) 114! |4,4(v7 22,009 11,000 11,009 67 ()I<| 2,85 681 28 918
28 581, o2’ 44,167 29" L8347 14,333 22 1eg] 11,113 11,055 ()7,(1()‘)| 2,891 I 6H69 30. 824
. | :
See p. A-18. 11 Exclusive of Joans and Pederal funds wansactions with domestic
1 Loan loss reserve and uncarned income on loans had been lL|\mlu| commercial banks.,

24, 1976, Since then the item is netted
vinst total assets also. As i proxy for

[
reserves ror loans have been used 1o

as liability items through Mar,
against total loans, and therelore
this item prior to Mar. 31, 19706,
caleuwlate year-ago ligures,

2 Includles securities pur(husul under agreements 10 resell.

3 Includes oflicial wstitutions aud so orth,

4 Includes short-term notes and bills,

5 Federal agencies only, o Includes corporate stocks,

7 Includes U.S. Govt. and foreign bank deposits, not shown separately.

8 Includes securities sold under agreements to repurchase.,

¢ Includes minority interest in consolidated subsidiaries, Beginning
Mar. 31, 1976, also includes deferred tax portion of reserves tor loans.

10 ncludes reserves for sceurities. Beginning Mar, 31, 1976, also
includes contingency portion ol reserves tor loans,

12 ALl demand deposits except UK. Gove, and domestic commercial
banks, less cash items in process ol collection.

13 Certificates of deposit issued in denominations of $100,000 or more,

14 All other time deposits issued in denominations of $100,000 or more
(not included in Jarge negotiable (1)),

15 Other than conumercial bauks, o Dowmestic and foreign come
mercial ban and official international organizations,

Nore, 1 tive Mar. 24, 1976, reclassification of Joans in Chicago
restlted in the following m.um ruumns commercial and industrial,
--$675 million; other nonbank finuncial institutions, $185 mil]iun;
real estate, 3380 million, ‘These reclassifications are not reflected in
data priov to Mar, 24, 19706,




AUGUST 1976 o BUSINESS LOANS OF BANKS A23
COMMERCIAL AND INDUSTRIAL LOANS OF LARGE COMMERCIAL BANKS

(In millions ot dollurs)

Outstanding Net change during
I i
1976 1976 1976 1975 1976 1975
Industry i . b i .
1 i
July | July I July July I June 1st 2nd
2% 21 14 7 .30 July June May i 11 [ Iy hall” § halr
T
Durable goods munutacturing: | | B '
Primary metals 2,023 2,052 2,059 2,090 2.098 VA 7 51 74 48 (>2| 23 50
Machinery.,.......... .. Lo 4,880 4,923 49077 5,018 5,034 154 1oy - 13- 429 2296 - 78 | - T25[ - 1,668
Transportation uunpmull ..... . 2,565 2,629 i 2,666, 2,6751 2,676 - it 29 143 37 32 207 369 465
Other Tabricated metal products. .. I.‘/I 3. 127 1,743 1.720 ,744 -3 A6 -80 142 - 87y - 473, 2290 - 750
Other durable goods, s . l‘)‘)| 7 L5350 3576 _3,5.75' 3.612 113 101 68 106 53 -84 159 -688
Nondurable goods manulacturing I
Food, liquor, and tobacco. .. ... .. 3,4000 142 3,378 3.441 3,363 37 3231 - 11§ 921 - 509 4<5| --417 468
‘Lextiles, apparel, and leathe . 3,396 .1,422- 54,320 76 171 141 234 r395! 477 629 - 532
Petroleum refining . ... ..., 20240 249 2,300 - 60 72 3 76; - 138 - 234 62 1o
Chemicals and rubber, N ‘ 575 2,484 62 23 BN 167 - 40 - 178, - 207 - 431
Other nondurable poods. .o o.. oo, | 1ol T ‘)!" 1,917 12 RE R YA 19 o - 2(v8‘ 109 415
Mining, including crude petroteum -
and natural gas, ... oo ()j')?.l 0,598 6,067 75 87 124 266 448 ‘/80: T4 1,065
Trade: Commodity dealers 71,5190 1,529 1 "(»‘) - 250 102 124 122 65 3400 187 477
Other wholesale, 3.074 5925, “ }HXI 136 67 o9 42 387 - 10} 399 - 181
Retail. .. .. g 61786, "‘8| , 306 128 190 128 81 l'H| 20 514 - 517
Transportation. . ... L3344 5,369 5 ,(w8| 337 113 36 156 - 231 127 387
Communication. . 1,623 I _{,ﬂ)_ 1,753 130 37 63 S8 -289 --490 231 - I\X
Other public util 6,202 6,297 6,225 .23 162 123 113 r 885 33 7721 - 198
Construction , 4 247 4,247 4,241 G; 6 122 78 7()()| R - 884 - 436
Services. .., . H) 4041 10,412 10,585 - I8l SR 143 303 6Y 288 234 (K]
All other don e .. 323 7,358 7,070 253 173 BT ST67( 2,560 628]--1,333 643
Bankers acceptinees. ..o 2 ,(7‘)8 2,878 2,958 260 86 245 344l 1,043; 2 858 P,987] 2,688
l‘'oreign comme g i : : .
loans. . ... oo SR 5,466 5,502 5,600 S,676] - 195 37 63 306 82 222 388 757
Total classified 1oans . ... ... CU9l7706] 920445 92,470 92891 93.317| 1,541 678| - 720 9I5| 5705 1,863 6,713 422
Comm. paper included in total clos- | : |
sified loansV ..o o o 1 a8v i PN 79 120 - l()l)i 24 7 153 31! 197
Total commercial and industrial loans - [ i i i ; i
of large commercial banks. . ..., [T 324 112,0511112,140 112 420(1 IZ.‘)()}| I ,57‘J| 883 r.- 5458 04| 7-- 6,957 | ,()X()i 7,781 22942
! . P ' !
I'or notes see table below.
““TERM’' COMMERCIAL AND INDUSTRIAL LOANS OF LARGE COMMERCIAL BANKS
(In millions of doilars)
Gustanding Net change during: -
| |
Inctustry 1976 1975 1976 1975 1976
. ) . - o - - P S
July June May Apr. Mar, I'eh, Jan. Dee. Noy, Ist
, 28 30 26 28 3l 25 28 i 20 1 | v i hall’
Durable poods manutuctur-
ing: !
Primary metals, oo oo, . 1.191 1,241 1,293 1,283 1,291 1,335 1,341 1,372+ 1,381 50 -- 81 34 50, - -131
Muachinery. ..ot 2,90t 3,0290 3,083 3,035 3. 144 3,072 3, 117; 3,303 3,451 1S 109 424 2401 - 284
'l‘runspuruuion equipment, 1,399 1,505 [, 488 1,632 1,091 1,643 1.6860 1,615 1,727 186 76 78 -47 110
Other  fabricated  metal
products, ............. | 767 799 8§79 919 9ou[ 1,035 1,041 1,024 1,087 100 --118 244 461 - 225
Other durable goods L7630 1,815 18430 18710 1,793 1,838 1.874] 1,823 1,908 22 30 189 78 —8
Nouadurable goods mannfice b i
turing: . ' H
Lood, liquor, and tobacco.  1,444) 1,403 1,334] 1.366] 1,391 {8360 | 5470 1. S78) |, 544 12) - {87 107 --43) - 175
Textiles, appurel, |
leather o oo vniinan, I, 116: 1,074 1,044 993 1,055 1,032: Y95 1,072 127 -2 =108 8 121
Petroleum refining. ... .. .. B 1,700 1,781 1,785 1,685 I, 886 1,859 1. 831f [,860 21 146 -136 258 - 125
Chemicals and rubber. 1,466 1,462, | 495] 1,540 1,603 1,588 1,622 | ,549 74 82 -43 97 156
Other nondurable ;()()(I ol 982 980 961 979 962 942 925 888 958 24 74 - 168 --87 98
Mining, including crude pe- :
teoleum and natural gas.|  5,092] 5,194 S, 17| 53,0150 4,904 4,731| 4,528 4,484] 3,867 29), 420 637 13 710
Trade: Commodity dealers. . 194 207 200 1801 190 182 196 172 168 17 18 22 2 35
Other wholesale.....0 1,307 1,308 1,355 1,312, 1,344 1,279 290 1,276/ 1,308 36 08 .43 10 32
Retail. .. . .2,057  2.030] 2,031 2,036] 2,008] 11,9871 2,007] 1,996] 2,115 22 12 - 157 7 34
Transportation, . ;4,030 4,235 4,240 4,252 4 350| 4,329 4,291 4 390" 4,324 15 140 | 34 155
Communication | 936 9RY 1,008 984 998 1,095 1,101 1,081 1,112 9 83 -5l -1 92
Other public utilities. . . ... .. Y305 30081 3811 3,7700 3.wog. 3,940 21995] 3,979 3,942 Lop - 8l 13 79 71
CONSTEUCHON, v v v evravnennn 1,690 1,744 1,755 1,876] L,uls 2,141 2,258 2,181 2,207 A7 266 178 45 437
Services....... coee 409490 5,098 15,240| S 317 5,368 §5,147| 5,038 3,135 5,082 270 234 13 --18 -37
All other domestic loans ., .. 2,429 2,3640 2 349 2,507 2,700 3,093 3,396 3,299 1,116 3361 - 599 55 - 14 935
Foreign commercial and in- | .,
dustrial loans L | 3,087 3210 3,085] 2,984 3 001 21,9997 2,921 2,851 173 63 158 169 236
44,392 45,300| 45,443, 45,763| 45,958 '1(1 7() 47,109 46,975 4(),()2.1| - 058 | ,()17‘ 78! -40| - 1,675
| . H
I Repocted the last Wednesday o cach month. Commercial and industrial “term’” loans are all outstanding loans with
Nork.—-For de: Cseries see article “Revised Series on Com- an original maturity of more than 1 year and all outstanding loans granted
miercial and Industrial Loans by Industry,” Ieb, 1967 Burrrnw, p. 209, under a formal agreement—revolving credit or standby- -on which the

original maturity of the commitment was in excess of 1 year.
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DEMAND DEPOSIT OWNERSHIP o AUGUST 1976

GROSS DEMAND DEPOSITS OF INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS'

(In billions of dolluars)

Class of bank, and quarter or month
I'inancial
business

All insured commercial banks:
1970—De¢c. o vvvviinnene P 17.3
R T 18.5
RS 18.9
JO 73— JUNC. et ci i et i e i e 18.6
Sept. ce . 18.8
Dec...... 19.1
1974— Mar. ! 18,9
June 15.2
Septa. ... 17,9
............................................ 19.0
fR.6
19.4
19.0
20,1
19.9
JUNC . e : 20,3

Weekly reporting banks:

1971 -Dec. 14.4
1972—-Dee 14.7
1973—De 14.9
1974—-Dec 14.8
1975-- June 15.1
July. . 15.0
Aug. ! 14.4
Sept, 14.7
Oct.. . 5.1
Nov. 15.4
15.06
1976- 15.2
15.3
5.4
15.1
1.7
16.)

Type oi holder
- - R Total
.- i ! deposits,
ancic lodl
h‘;::[‘l’;{:p\:"ll Consumer Foreign | “i\l}ir e
[ T
92,7 | 536 1.3 10.3 175.1
98.4 S8.6 ‘ 1.3 10,7 187.5
109.9 65.4 1.5 12.3 208.0
106.6 67.3 2.0 1. 206.3
108.3 o9, 1 2.1 11.9 210.3
116.2 70.1 2.4 12.4 220.1
108. 4 70.6 ! 2.3 1.0 211.2
2.t 7.4 2.2 .1 215.0
113.9 72.0 2.1 10.9 216.8
1188 73.3 2.3 1.7 225.0
t11.3 732 2.3 10.9 216.3
st 74.8 2.3 10.6 222.
ti8.7 76.5 2.2 10,6 227.0
125.1 78.0 2.4 [N ) 236.
116.9 77.2 2,4 1.4 227.9
121.9 78.8 2.5 (.2 234.0
I

58.6 1 246 1.2 5.9 104.8
04.4 27.1 1.4 6.6 [14.3
66,2 28.0 2.2 0. 118.1
66.9 29.0 2.2 6.8 .7
65,1 29,5 2.2 6.2 1181
65,3 29.38 2.2 6.5 118.7
64.G 29.1 2.0 5.0 161
65.5 29.6 2.1 6.2 118.1
66.7 29.0 2.2 1 6.3 119.3
[ 29.4 2.2 6.4 (21,6
9.9 29,9 2.3 6.0 124.4
6RO 30.3 2.2 6.7 122.4
65.0 29.2 2.2 0.4 118.7
65.2 30.8 .8 6.2 119.5
65.5 33.6 1.8 6.0 122.0
67.8 26.4 2.2 6.1 118.2
67.4 3.2 2.0 I 6.0 122.6

1 Including cash items in process of collection.

Note.—Daily-average balances maintained during month as estimated

from reports supplicd by a sample ol commercial banks. Lor a detailed
description of the type of depositor in cach category, sce June 1971
BULLLTIN, p. 466.

DEPOSITS ACCUMULATED FOR PAYMENT OF PERSONAL LOANS

(In millions of dojlars)

Class of Dec. 31, | Dec, 31, | June 30, | Dee. 31,
buank 1973 1974 1975 1975
All commercial o .ouiieninenan 507 389 338 280
Insured. .. .. 503 K7 335 280
National member, 288 230 | 223 188
State member . 64 39 36 15
All member,.ooovoiiiiion 352 278 260 223

Class of Dec. 31, 1 Dec. 31, | June 30, | Dec. 31
bank 1973 197 1975 197
All member~-Cont.
Other large banks 1., S8 (T 74 16
All other member L., ..... 294 2006 186 146
All nonmember. s ovveeann. 155 LIS 79 58
Insured. ... . 152 12 76 58
Noninsured 3 3 U

1 Beginning Nov. 9, 1972, designation of hanks as reserve city banks for
reserve-requirement purposes has been based on size of bank (net demand
deposits of more than $400 million), as described in the BuLterin for
July 1972, p. 626. Categories shown here as “Other {arge” and “All other
member’’ parallel the previous “Reserve City” (other than in New York
City and the City of Chicago) and “Country” catceories, respectively
(hencee the series are continuous over tine).

Nort.—Hypothecated deposw., as shown in this table, arc treated one
way in monthly and weckly series for commercial h'mks and in another
way in call- (l.uu series. That is, they are LXL'ULK([ from “Time dcpmlts
and “l.oans” in the monthly (and yeir-end) series as shown on p. A- 14;
from the figures for weekly reporting banks as shown on pp. A-18-A- 22
(consumer instalment loans); and from the figures in the table at the
bottom of p. A-13. But they are included in the figures for “Time de-
posits” and “Loans’ for call dares as shown on pp. A-14-A-17.




AUGUST 1976 u LOAN SALES BY BANKS; OPEN MARKET PAPER

A25

LOANS SOLD OUTRIGHT BY LARGE COMMERCIAL BANKS

{Amounts outstanding; in millions ol dollars)

To selected related institutions!

By type of loan
Date o . .
| Total |
Commercial Real All
and estale other
) industriat
1976 Apr. 4,050 2,439 195 1,396
4,082 2,480 w7 1,405
4,121 2,531 194 1,396
4176 2500 | 200 12416
May 4,174 2,567 195 b,d412
4,346 2727 193 1,426
4,307 2,704 192 1,411
4,356 2,707 205 1,444
June 2..... ... 0 .. 4,432 2,757 204 1,471
1 To bank’s own foreign branches, nonconsolidated non- . 4.424 2.767 203 1,452
bank afliliates of the bank, the bank’s holding company (il 4,478 2.839 205 1,434
not a bank), and nonconsolidated nonbank subsidiaries of 4.442 2,810 208 1,427
the holding company. 4.491 2,837 200 1,448
NOTI.--Series changed on Aup, 28, 1974, For a comparison July 4,529 2,875 205 ! 1,449
of the old and new data for that date, see p. 741 ol the Oct. 4,519 2,840 199 1,480
1974 Borokrin, Revised figures received since Oct, 1974 4,550 2,839 194 1,517
that affect that comparison are shown in note 2 to this table 4,528 2,822 209 1, (497
in the Dee. 1974 BuLrenin, p. A-27. N
COMMERCIAL PAPER AND BANKERS ACCEPTANCES OUTSTANDING
{In millions of dollars)
Commercial paper Dollur acceptances
Tinancial Bank-related 5 Held by-- - Based on—
lind companies! - R T - e o
of .| Non- |_ - |
period All finan- Accepting banks F.R. Buanks
issuers ciaf Total . . _ ti- ik~
Dealer-|  Di- com- | Dealer-]  Di- Others | ports | ports All
placed 2| rectly- | panies4| placed | rectly- lor- into from other
placed 3 placed Totat Own Bills Own | cign United | United
bills bought | acct. |corr.t States | States
1966....... 13,645] 2,3321 10,556 75 3,603 1,198 983 215 193 o1 2,022 997 8291 1,778
1967. .. 17,085] 2,790 12,184 2,11 1,906 1,447 459 164 156] 2,0001 1,086 98Y y 241
1968... 21,173) 4,427 13,972 2,77 1,544] 1,344 200 S8 109, 2,717] 1,423 9521 2,053
1969... ... 32,600 6,503} 20,741 5,35 : ! 1,567 ,318 249 64 146( 3,674 1,889 [,153] 2,408
1970.......] 33,071 5,514 2() 4241 7,133 352 1 ‘)‘): 7,058} 2,694] 1,960 735 57 230] 4,057 2,001 1,561 2,895
32,126] 5,297| 20,582 6,247 524| 1,449] 7,889 3,480] 2,689 791 261 2541 3,894 2,834 1,546 3,509
34,7211 5,655 22,098 6,968] 1,226| 1,411 6,898{ 2,706] 2,006 700 106 179 3,907 2,5.!1 1,909 2,458
41,073 5,487 27,204 8,382| 1,938 2,943 &,892| 2,837] 2,318 519 68 581 5,406 2,273 3,499 3,120
49,144 4,011 31,839 12,694 1,814/ 06,518 I8 ,484] 4.226] 3.685 542 999 1109 12,1501 4,023 4.067| 10,394
1975-May..| 54,317} 5.889) 32,821 12,607 1,543] 7,096] 18,108] 4.450] 3,892 558 BOS 234( 12,51 3,6065] 4,186] 10,257
June,.| 48,7651 5,604 31,115 12,045 1,561] 7,230 17,740 4,774] 4,224 550 682 319) 11,965 3,466 4.080] 10,193
July..| 49,3521 6,018 31,263( 12,072 11,6400 7,038 16,930 4,778( 4,275 503 685 329 M, 138 3.474( 3.865( 9,591
Aug. .| 49,810] 5,645] 32,172 11,993 1,511 7,392 16,456] 4.546] 3,988 558 840 304| 10,766| 3.305] 3,806| 9,344
Sept..| 48,257 5,574] 30,496 12,187 1,482 7,316| 16,790] 5,002 4,190 812 948 302| 10,538 3,313 3,783 9,693
Oct...| 50,394} 6,360 32,308] 11,7261 1,034 7.114] 17,304{ 5,213] 4,288 924 |1,047 284! 10,760 3,467 3,947| 9.890
Nov..| 49,512] 0,389} 32,003] 11,120} 1,715] 6,974] 17,875] 6.497) 5,684 R13 727 2791 10,372 3,545] 3.888] 10.443
Dec. .| 47,690] 6,239 31,276] 10,175 1,762] 6,892 18,727 7.333] 5,899 (1,435 [1,120 2031 9,975 3,720] 4.001( 11,000
t976-Jan...| 48,858] 6,072 31,305| 11,48l 1,657 6,918( 18,6771 6,294 5,367 927 (1,230 248 10,904| 3.891 1,900) 10,880
Leb...| 49,9271 6,401] 31,534] 11,992| 1,567 6,753] 19,060] 5,950 5,255 695 (1,051 231 11,827, 3,977 4,039 (1,044
Mar. .| 49,300 6,428, 31,239| 11,633 1,654 6,773] 18,901] 6,340] 5,651 089 883 245 1,433 4,027] 4,1931 10,681
Apr...| 49,5721 6,246] 31,143( 12,183 1,658] 6,304|719,559] 6,126] 5,305 K21 495 344) 12,094 4,258 4,258 [1,04)
May..| 50,539 6,443| 31,867] 12,229 1,724 5,974| 19,511 6,050} 5,271 778 875 440| 12,147| 4,143| 4,258( 11,110

L Financial companies are institutions LllLdLLd primarily in activities
such as, but not limited to, commercial, savings, and mortgage banking;
sales, personal, and mortgage hlmnun;,‘ factoring, finance leasing, and
nther business lending; insurance underwriting; and other investment
ut.uvmu

2 As reported by dealers; includes all financial company paper sold in
thc open market.

3 As reported by financial companies that place their paper directly
with investors.

‘\Jonlumnu.ll compy wmies include |v\|l)|u utilities and firms  engaged
prinmarily in activities such as communications, construction, manul:
turing, mining, wholesale and retail trade, (ransportation, dnd services,

5 lm.]mlul in dealer- and directly- plklu(l tinancial company columns.
Coverage of hank-related companies wis expanded in Aug. 1974. Most
ol the inerease resulting from this expanded coverage oceurred in direetly-
placed paper.,

o Beginning November 1974, the Board of Governors terminated the
System guarantee on dnu,pl.mu.\ purchased for loreign official accounts,
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INTEREST RATES o AUGUST 1976

PRIME RATE CHARGED BY BANKS

(Per cent per annum)

Effective date Rate Eftective date Rate Lffective date Rate Monthly average rate
1974—Apr. 11,...... 10 1975-- Jan. 1014 1975—July 18........... 7Y 1975—Jan. 10.05
19 104 10 280000 7% Feb., 8.96

25 101, 93 Mar., 7.93

9% Aug, 12........0.. 7% Apr. 750

May 2........... 1034 May  7.40
[P 11 Feb. 914 Sept. 8 June  7.07

0, o 1114 9 July 7.15

| 113 8Y, Oct. 27..........0 T% Aug.  7.66

8Y) Sept.  7.88
June 26........... 1134 Nov., 5,.......... 7 Oct. 7.96
Mar. 5........... 814 Nov. 7.53
July S...iai.. 12 10,00 0is 8 Dec. 2........0000 7Y% Dec.  7.26

|, P 7%
Oct. Toeenvnnnnns 113 L N TV 1976—Jan. 12........... 7 1976—1Jan. 7.00
P2 1114 2l 6% Feb.  6.75
28, i, 1114 May 20........... TY, Mar. 6.75
June 1...... . 7 Apr. 6.75
Nov., 4........... 11 June 9........... 7 i P TVa May 6.75
4,00 103 June 7,20
25 i 10145 Aug. 2.........0. 7 July 7.25
RATES ON BUSINESS LOANS OF BANKS
Size of loan (in thousands of dollars)
All sizes t T
-9 ‘ 10-99 100--499 500-999 1,000 and over
Center _ _ el Bt TR PR . [ I
May Feb, Muay Feb, May Feb, May Feb. May | Feb, May Feb,
1976 1976 1976 1976 1976 1976 1976 1976 1976 « 1976 1976 1976
|
Short-term
|

35centers. ..o 7.44 7.54 8.91 | 9.03 8.38 8.44 7.78 7.80 7.52 7.55 7.18 7.33
New York City . ... ...ovve 6.99 7.14 8.84 | 8.64 . 8.29 8.20 7.65 7.52 7.29 7.40 6.83 7.03
7 Other Northeast........... 7.79 7.93 9.24 9.46 1 8.58 8.69 7.99 8.06 7.95 7.77 7.45 7.71
8 North Central, .., 7.44 7.50 §.39 8.51 8.21 8,21 7.62 7.63 7.46 7.50 7.29 7.37
7 Southeast 7.66 7.86 9.20 9.44 . 8.65 8.78 7.84 8.16 7.20 7.62 7.25 7.29

7.51 7.56 8.75 8.76 1 8.13 8.16 7.71 7.57 7.48 7.44 7.11 7.35
7.75 7.77 9.14 9.17 | 8.51 8.60 8.00 8.00 7.71 7.70 7.61 | 7.61
Revolving credit

I N 1 ]

35 CONMErS . v v e, 7.36 | 7.50 | 9.23 9.50 812 | 8.40 : 7.50 ! 7.79 7.35 7.74 ' 1.32 | 7.42
New York City...ooovvunins 7.42 T 7,50 [........ 8.56 7.73 ¢ 8.31 7.49 7.68 7.29 7.46 7.43 7.50
7 Other Northeast.,...,...... 7.78 | 8.00 8.92 10,66 7.84  7.57 7.44 7.47 7.58 7.80 7.83 8.16
8 North Central............. 7.48 | 7.64 9,19 9.88 8.69 . 9.23 7.99 8.34 7.74 7.46 7.34 7.53
7 Southeast. ................ §.01 7.49 9.85 9.59 8.95 9.02 8.35 8.09 8.15 B.43 7.69 6.75
8 Southwest., .. ............. 7.50 7.73 8.93 8.81 8.23 8.14 7.67 7.89 7.23 8.02 7.48 7.49
4WestCoast,vvovvunnn.... 7.15 7.32 8.61 8.69 7.84 8.15 7.39 7.59 7.14 7.87 : 7.12 7.20

Long-term

35CeNters. . v 8.02 8.02 9.21 9.44 8.80 8.96 8,16 8.40 8.33 8.26 7.92 i 7.89
New York City ... .......... 7.85 7.68 7.68 7.43 8.45 8.08 8.45 8.0l 8.51 7.25 7.76 , 7.068
7 Other Northeast........... 7.35 8.16 9.10 9.36 9.19 9.32 8.52 8.38 8.10 8.10 6.64 7.98
8 North Central............. 8.59 7.96 8.38 9.23 §.28 8.56 7.94 8.35 9.08 7.90 8.65 7.86
7 Southeast. ............ ... 8.03 8.90 9.49 | 9.69 8.90 9.69 7.70 9.20 7.75 7.97 8.01 8.57
8 Southwest................ 7.89 8.14 | 10.53 10.65 8.92 8.69 8.40 8.10 7.64 8.79 ! 7.74 7.84
4 WestCoast,ouwunrnnnnnn.. 8.23 8.46 9.43 8.63 8.97 9.33 7.73 8.85 8.29 9.12 8.26 | 8.28




AUGUST 1976 o INTEREST RATES A27

MONEY MARKET RATES

(Per cent per annum)

|
| | U.S. Government securities
. Prime T'inance . e =
| commercial co, Prime Fed- )
Period papert paper | bankers’ eral 3-month bills6 ! 6-month bills6 9- to 12-month issues
| placed accept- funds (__ . __ | | 3-tos-
directly, ances, rate4 ] year
90-119 4106 3106 90 days? ! Rate Market Rate Market l-year issues?
days months | months2 on new yield on new yield bill (mar- | Other?
issuc T dssue ket yicld)6
1967, cvvivaneennifenerann 5.10 4.89 4.75 4,22 1 4,321 4,29 4,630 4.61 4,71 4.84 5.07
1 J 5.90 5.69 5.75 5.66 : 5.339 5.34 5.470 5.47 5.46 5.62 5.59
7.83 7.16 7.61 8.21 6.677 6.67 6.853 6.86 6.79 7.06 6.85
7.72 7.23 7.31 7.17 | 6.458 6.39 6.562 6.51 6.49 6.90 7.37
1971 eianevinnn, [ 5.1 4.91 4.85 4,66 | 4,348 4.33 4,511 4.52 4,67 4.75 5.77
1972 0 vevinennain, 4.66 4.69 4.52 4.47 4.44 4,071 4.07 4.466 4.49 4.77 4,86 5.85
1973 . .00ivenens 8.20 8.15 7.40 8.08 8.74 , 17.041 7.03 7.178 7.20 7.0l 7.30 6.92
197400l 10.05 9.87 8.62 9,92 10.51 7.886 7.84 7.926 7.95 7.7 8.25 7.81
1975, .o cvennnn, 6.26 6.33 6.16 6.30 5.82 | 5.838 5.80 6.122 6.11 6.30 6.70 7.55
1975—July....... 6.32 6.44 6.02 6.40 6.10 | 6.164 6.13 6.492 6.50 6.64 7.07 7.72
Augo....o... 6.59 6,70 6.39 6.74 6.14 6.463 6.44 6,940 ' 6.94 7.16 7.55 8.12
Septive..u.. 6.79 6,86 6.53 6.83 6.24 | 6,383 6.42 6.870 6.92 7.20 7.54 8.22
Octvvevnnnn 6,35 6.48 6.43 6.28 5.82 | 6.081 ! 5.96 6.385 6.25 6.48 6.89 7.80
NoVoeeoonn 5.78 5.91 5.79 5.79 5.22 5.468 | 5.48 5.751 5.80 6.07 6.40 7.51
Decovn.. 5.88 5.97 | 5.86 5.72 5.20 | 5.504 | 5.44 5.933 5.85 6.16 6.51 7.50
1976---Jan.......... 5.15 - 5.2 5.16 5.08 4.87 | 4.9061 4.87 5.238 5.14 5.44 5.71 7.18
Feh, N 5.13 . 5.23 5.09 4.99 4.77 4.852 4.88 5.144 5.20 5.53 5.78 7.18
Mar.,......, 5.25 ¢ 5.37 5.27 5.18 4.84 | 5,047 5.00 5.488 5.44 5.82 6.12 7.25
ApPrev.o.ooni. 5.08 | 5.23 r5.14 5.03 4.82 | 4.878 4.86 ! 5.201 5.18 5.54 5.85 6.99
May........ 5.44 | 5.54 5.38 5.53 5.29 5.185 5.20 5.600 5.62 i 5.98 6.36 7.35
June........ 5.83 ! 5.94 5.78 5.77 5.48 5.443 5.41 | 5.784 5.77 5 6.12 6.52 7.40
July........ 5.54 5.67 5.53 5.50 5.31 5.278 5.23 ! 5.597 5.53 | 5.82 6.21 7.24
Weck ending— ! |
B 1 1
1976--Apr. 3..... 5.15 5.30 s.3 5,10 4.84 4.929 ¢ 4.97 5.327 5.34 - 5,76 . 6.03 7.14
10..... 5.18 5.38 5.18 5.05 4.73 | 4,957 4.91 5,293 5.22 . 5.59 5.94 7.04
5.09 5.19 r5.13 5.01 4,77 4.830 ; 4.80 5.068 5.04 5.36 5.66 6.88
5.00 5.13 5.13 4.94 4.78 | 4.763 4.78 5.089 5.11 5.47 5.76 6.92
May 1..... 5.03 5.15 5.13 , 5.07 4.93 | 4,909 4.88 5,230 5.24 5.61 5.90 7.04
8..... 5.20 5.30 5.18 5.21 5.03 4.921 4,91 5.339 5.30 5.68 5.98 7.1t
15,. 5.30 5.43 5.30 5.39 5.02 5.072 5.11 5.426 5.51 5.89 6.21 7.28
22,.... 5.53 5.63 5.45 5.67 5.28 | 5.250 5.33 5.726 5.79 6.11 6.56 7.46
29.. 5.73 5.83 5.63 5.87 5.50 5.495 5.47 5.908 5.89 6.26 6.68 ¢ 7.56
June S5..... 5.88 6.00 r5.78 5.92 5.54 5.578 5.53 5.952 5.90 6.27 6.66 7.52
12,, 5.88 6.00 5.88 5.82 5.44 | 5.459 5.44 5.768 5.75 6.11 6.55 7.42
19,,... 5.90 . 6.00 5.88 5.74 5.47 = 5,380, 5.38 5.695 5.74 6.07 6.50 7.38
26, 5.78 & 5.90 5.75 5.69 5.48 | 5.356 | 5.34 5.722 5.71 6.06 6.44 7.32
1 i
July 5.70 5.80 5.50 5.69 5.58 5.368 , 5.36 5.754 5.75 6.08 6.46 7.36
5.72 5.81 5.63 5.66 5.37 5.412 5.34 5.768 - 5.61 5.90 6.35 7.30
5.53 i 5.65 5.53 5.48 5.27 5.190 5.15 5.430 | 5.44 5.72 6.13 7.18
5.48 5.65 5.50 5.47 5.30 1 5.226 5.23 5.536 ° 5.54 5.84 6.17 7.26
5.38 i 5.50 5.50 5.34 5.28 5.194 5.17 5.497 | 5.45 5.74 6.12 7.21

1 Averages of the most representative daily oftering rate quoted by rates, Prior to this date, the daily effective rate was the rate considered

dealers. most representative of the day’'s transactions, usually the one at which
2 Averages of the most representative daily offering rate published by most transactions occurred.

finance companies, (or varying maturities in the 90-179 day range. 5 Except for new bill issues, yields are averages computed {rom daily
3 Beginning Aug. 15, 1974, the rate is the average of the midpoint of closing bid prices.

the range ol daily dealer closing rates offered for domestic issues; prior 6 Bills quoted on bank-discount-rate basis,

gmu arc averages of the most representative duily oftering rate quoted by 7 Selected note and bond issues.

ealers.

4 Seven-day averages of daily effective rates tor week ending Wednesday.

Since July 19, 1973, the daily effective Federal funds rate is an average of NortE.-~Figures for Treasury bills are the revised series described on p.

the rates on a given day weighted by the volume of transactions at these A-35 of the Oct, 1972 BULLETIN,



A28 INTEREST RATES o AUGUST 1976

BOND AND STOCK YIELDS

(Per cent per annum)

Government bonds Corporate bonds Stocks
State and locil Aaa utility By selected By Dividend/ Carningsf
e e riting group price ratio price ratio
Period United Totall |[—— = —_— R it
States X " i
(long- Re- Aaa Baa Irl’;:l:;" !_{0"::1' {:ltlillj'llu
term) | Totall Aaa Baa New | cently ¢ ¢ ity I’re- Com- Com-
issue | offered ferred | mon mon
Seasoned issues
6.42 | 6.12 6.75 8.68 8.71 8.51 8.04 | 9.1 8.20 8.77 8.68 7.22 3.83 6.46
5.62 5.22 5.89 7.62 7.66 7.94 7.39 8.50 7.57 8.38 8.13 6.75 3.14 5.41
5.30 5.04 5.60 7.31 7.34 7.63 7.21 8.16 7.35 7.99 7.74 7.27 | 2.84 5.50
5.22 4.99 5.49 7.74 7.75 7.80 | 7.44 8.24 7.60 8.12  7.83 7.23 3.06 7.12
6.19 5.89 6,53 9.33 9,34 8.98 8.57 9.50 8.78 ° R.98 9,27 8.23 4.47 11,60
7.05 ! 6.42 7.62 9.40 9.41 9.46 8.83 [ 10.39 9.25 9.39 9.88 8.38 4.31 9.03
7.407 6.39 7.60 9.41 9.42 ' 9,43 8.84 | 10.33 9.26 9.37 9,81 8.24 4.02
7.12 6.40 7.71 9,40 9.49 9,51 8.95 | 10,35 9.29 9.41 9.93 8.4 4.36
7.40 6.70 7.96 9,08 9.587 9,55 8.05 10,18 9.35 9.42 9,08 8.56 4,39
7.40 | 6.67 8.0l 9.45 9.43 9.51 8.86 | 10,37 9.32 9.40 © 9,94 8.58 4.22
7.41 6.64 8.08 9.20 | 9.26 | 9.44 .78 | 10.33 . 9,27 9.36 9.83 R.50 | 4.07
7.29 6.50 7.96 9,36 9.21 9.45 8.79 | 10.35 9.26 9.37 9.87 8.57 4.14
1976-- Jan....... 6,94 7.08 6.22 7.81 8.70 8.79 9.33 8.60 | 10.24 9.16 9,32 9.68 8.106 3.80
Feb,.....] 6.92 6.94 6.04 7.76 8.63 8.63 9.23 8.55 1 10,10 9.12 9.25 9.50 8.00 3.67
Mar...... 6.87 6.90 5.99 7.72 | 8.62 8.61 9.18 8.52 [ 9.99 9.10 9.16  9.43 8.07 3.65
Apr.. ... 6.73 0.6l 5.68 7.50 8.48 §.52 9.04 8.40 9.83 8.98 9.05 9,27 8.04 .66
May..... 6.99 6.85 5.88 7.75 8.82 8.77 9.06 8.58 9.76 ; 9.00 8.96 9.1 8.06 3.76
June..... 6.92 6.83 5.85 71.75 8.72 8.73 9.05 8.62 9.72 1 8.96 8.88 9.36 8.10 3.75
July,..... 6.85 0.71 5.71 7.64 8.63 8.63 8.97 8.50 9,63 ° 8.90 8.81 9.20 8.08 3.64
Weck ending—
1
1976—Junc  S..| 6.98 6,88 5.90 7.79 H.83 8.80 9.08 8.63 9.76 © 9.03 8.93 9,37 8.13 3.
12..[ 6.92 6.83 5.85 7.74 8.71 8.76 9,06 8.63 9,75 8.97 8.0l 9.38 ].14 3.
19..1 6.91 6.81 5.83 7.73 .69 8.70 | 9.04 8.62 9.71 8.94 8.88 9.36 8.04 3.
26..| 6,91 6.79 5.81 772 |0l 8.74 9.02 8.60 9. 68 8.93 8.84 9.306 8.10 3.
July 3. 6.90 6.79 5.81 7.72 8.72 8. 8.63 9.70 8.95 8.82  9.35 8.09 3.
10,1 6.86 6.74 5.75 7.06 8.58 | ¥.5 8.57 9,68 8.92 + B8.79 9.32 8.09 3.6
17..] 6.8) 6,71 5.70 7.64 8.53 ! B.S 8.53 9,63 8.90 3.79 9.20 8.10 3.5
24,1 6.806 6,69 5.67 7.02 8.06 8. .55 9.60 8.88 8.81 9.24 8.07 3.
.. [ 6.85 6.64 [ 5.62 7.58 8.72 8. 8.55 9.61 8.88 8.82 9,21 8.05 3.
! |
Number of | |
issues?,. ..., 15 20 5 Sloeeeens REERRER 121 20 30 41 30 ! 40 141 500 500
1 Includes bonds rated Aa and A, data Jor which are not shown sep- xovt., general nhln.am)ns only, based on Hmh Iu.vuru. Irom Moody's

arately.,  Because ol @ limited number of suitable issues, the number
of corporate bonds in some groups has varied somewhat. As ot Dec,
23, 1967, there is no longer an Aaa-rated railroad bond series.

2 Number of issues varies over time; figures shown reflect most recent
count.

NoOTE.- Annual vields are averages ol weekly, or quarterly
data.

Bonds: Monthly and weekly yields are computed as follows: (1) {280
Govt., averages of daily figures for bonds maturing or callable in 10 years
or more; from Federal Reserve Bank of New York. (2) Srate and local

monthly,

NOTES TO TABLES ON OPPOSITE PAGI::

Security Prices:

Standard
uding banks and insurance

1 Standard and Poor’s corporate series. BAlective July 1976,
and Poor added a new financial group,
companices, 10 the index. Stocks in this revised group are 400 industrinls
(formerly 425), 20 transportation (formerly 15 rail), 40 public utility
(formerly 60), and 40 financial.

NoTE.-  Annual data are averages of daily or weekly figures, Monthly
andd weekly dataare ave of daily figures uniess otherwise noted and are
computed as follows: U5, Govt. bonds, derived from averige market
yields in table on p. A-28 on basis ol an assumed 3 per cent, 20-year
bond. Municipal and corporate bonds, derived from averapge yields as
computed by Standard and Poor’s Carp., on basis ol a 4 per cent, 20-
year bond; Wed. closing prices. Common stocks, derived from com-
ponent comman stock prices. Average daily volinne of trading, presently
conducted 5 days per week for 6 hours per day,

3 Corporate, rates for “New issue” and “Rucntly
1 Aaa ulllll\' honds, weekly averapes compiled by the Board of
nors of the Federal Rcscr\'c System; and rates for scasoned issues,
s of daily figures from Moody's Investors Service,

Standard and Poor's corporate ser Dividend/price ratios
on Wed, figures. Barningsfprice ratios as of end of period,
Preferred stock ratio based on 8 median yields for a sample of non-
callable issues —12 industrial and 2 public utility. Common stock ratios
on the 500 stocks in the price index. Quartecly carnings are scasonally
adjusted at annual rates,

Stock Market Customer Financing:

I Margin credit includes all credit extended to purchase or carry stocks
or related equity instruments and secured at least in part by stock (Dec.
1970 BuLLENN, D. 920). Credit extended by brokers is end-of-month data
for mcmh- hrms "the New York Stock :xchange, June data for banks
s; all other data for banks represent estimates for alt
mnnnurual banks based on reports by a reporting sample, which ac-
\-:))l;:ltt(l for 60 per cent of security credit outstanding at banks on June 30,

2 In addition to assigning a current loan value to margin stock generally,
Regulations T and U permit special toan values for convertible bonds and
stock acquired through exercise of subscription rights.

3 Nonmargin stocks are those not listed on a national securities exchange
and not included on the Federal Reserve System’s list of over the counter
margin stocks, At banks, loans to purchase or carry nonmargin stocks are
unregulated ; at brok uch stocks have no loan value.

4 Free credit balances are in accounts with no unfultilled connnitments
to the brokers and are subject to withdrawal by customers on demand.
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PRICES

A29

Common stock prices

Yolume of

trading in
Bond prices New York Stock Exchange Amer- stocks
{per cent of par) o _ L ican (thousands
Stock of shares)
Period Standard and Poor’s index New York Stock Fxchange index Ex-
(1941-43-=10) (Dec. 31, 1965 50) chunglze
ot
: ! l \ | index
U.S. State © Cor- ‘Trans- : Trans- {Aug.
Govt. and po- | Total Indus- porta-| Public Fi- ° Total  Indus- . por- | Utility I+i- 3, NYSE | AMEX
(long-  local | rate trial , tion | utility I nance j trial ta- ‘ nance | [973=
erm) AAA ’ | | tion 100y
. H I
970,.,......... 60.52 [ 72.3  61.6 | 83, 48.03 132,14 ‘ 37.24  54.64 | 96.63 110,532 1 3,376
1971 ., | 67.73 1 80,0 | 65.0 | 98.2 57.92 144,35 ' 39,53  70.38 |113.40 |15 381 | 4,234
1972, | 68,71 84.4 | 65.9 |109, 65.73 50,17 38,48 | 78.35 |129.10 |16,487 4,447
(O73............ 62,80 85.4 | 63.7 107.4; i 63.08 137,74 37.69 [ 70.12 [101.80 [i6,374 3,003
1974, | 57.45 . 76.1 " 58.8  82.8: 48.08 ‘Jl.s‘) | 29.82 1 49,67 | 79.97 |13,883 ¢ [,908
1975, 57.44 1 68.9 56,2 . 85, ‘ S1.88 130.73 | 31.45 ¢ 46.62 | R3.15 IIH,S()X 2,150
1975 July...... S8.00 1 68.5  56.6 |92, 54.96 {32.90 | 32.98 | 52.50 1 93.28 ,20,076 | 2,750
Aug.,....  56.84 68.3 ' 55.6 | 85, 50,71 |30.08 | 31.02 | 46.55 ‘ 85.74 113,404 | 1,476
Sept.. . 55.23 66,1 | 55.8 | R4, 50.05 |29.46 | 30.65 ' 43.38 | 84.26 12,717 | |,439
Oct....... 55.23 66,1 | 56,0 | 88.5 52.206 (30.79 | 31.87 | 44,36 83.46 |15,893 | 1,629
Nov...... §5.77 1 66.2 | 56,3 : 90, | 52,91 (32,09 ¢ 32,99 [ 45,10 85.60 116,795 | 1,613
Dec.,.....] 56.03 | 67.4 | 56,1 | 88, PSTLR9 iR, 61 | 32,75 | 43,86 82.50 15,859 ! 1,977
1976-- Jun....... 57.75 | 9.7 57T.01(96. 57.00 {35.78 | 35.23 1 48,83 | 91.47 .32, 794 | 3,070
-' | S7.86 | 68.8 i 57.1 [100, 50,79 |138.53 | 36.12 1 52.06 '100.58 [31,375 | 4,765
58.23 [ 6.2 j 57.3 |10L. 60,30 (39,17 | 35.43  52.61 :104.04 (23,069 | 3,479
59,33 | 71.3 | 58.2 [101 .9 60,62 [38.66 | 35.69  52.71 |103.00 |18,770 | 2,368
¥ 57.38 | 69.1 | 56.5 |101. 60.22 13971 © 35.40 | 50.99 |103.65 17,796 | 2,127
June, 57.86 | 69.3 [ 56.8 (101, 60,70 140,41 - 35,16 | 51.82 |103.57 18,965 ' 2,177
July S8.38 0 T [ 5701104, 62.10 42,12 36.49 | 54.06 :105.24 18,977 | 2,280
Week ending - i
1976—July  3..; 58,02 69.6 56.6 (103.85 116,84 [4.84 * 47,37 |11.76 | 55.46 | 62,03 41.64 35.88 53,65 105.06 '19,760 2,306
10..] 58.33 , 70.3 - 56.9 [104.06 [16.95 14.81 47.25 111,74 | 55.61 | 62,09 41.86  36.29 53,90 105.76 (19,953 | 2,098
17.. 58.58 | 71.3  57.3 [105.48 118.46 15.16 47,80 11,95 | 56.35 | 62,93 42,81 i 36.66 54.72 106,73 (23,198 | 2,463
24, 58.33 | 711, 57.0 103,96 '116.77 15.00 47,58 11,83 | 55.57 | 61.94 42.28 | 36.55 | 53.90 104.73 17,366 | 2,068
31,0 58.38 1 71.6 | 57.2 [103.39 \IlS.‘)7 14.81  47.60 11.81 | 55.26 ° 61,52 .41'('5 J6.61 | 53,78 103.94 14610 | 1,552
For notes see opposile page.
STOCK MARKET CUSTOMER FINANCING
{In millions ot dollars)
Margin credit at brokers and banks 1
Regulated 2 Unregu-
. lated 3 Free credit batances
at brokers 4
I'nd of period By source By type
Maryin stock Convertible Subscription | Nonmargin
boads issues stock
Total |Brokers| Banks credit at _
banks
Brokers| Banks | Brokers| Banks |Brokers| Banks Margin Cash
accts. #ects,
1975—June..oovviiviininnenns 5,984 [ 5,140 844 | 4,990 805 146 28 4 1 2,414 520 1,790
July...oooniiiiii 6,266 | 5,446 820 | 5,300 780 143 29 3 10 2,387 555 1,710
Augeo. oo 6,197 | 5,365 832 | 5,220 791 142 30 3 11 2,457 515 1,500
Seplocearaanin., 6,251 | 5,399 852 | 5,250 811 145 30 4 10 2,520 470 1,455
QOct. 6,455 | 5,448 | 1,007 | 5,300 956 144 36 4 15 2,311 545 1,495
Nov 6,527 | 5,519 | 1,008 | 5,370 958 146 7 3 13 2,270 490 1,470
Dec,ovviniiiinii i, 6,500 | 5,540 960 | 5,390 9209 147 36 3 15 2,281 475 1,525
1976--Jan...oovviinv e, 6,568 | 5,568 | 1,000 | 5,420 946 146 34 2, 20 2,321 655 1,975
Fi 6,115 | 1,037 | 5,950 984 162 34 3 20 2,333 685 2,065
6,575 | 1,042 | 6,410 988 162 34 3 20 2,355 595 1,935
6,856 | 1,076 | 6,690 | 1,023 163 32 3 21 2,325 570 1,740
7,103 | 1,007 | 6,940 957 161 31 2 19 2,357 540 1,655
7,248 | 1,028 | 7,080 976 166 13 2 19 2,368 540 1,680

For notes see opposite page.



STOCK MARKET CREDIT; SAVINGS INSTITUTIONS o AUGUST 1976

SPECIAL MISCELLANEQUS ACCOUNT BALANCES
AT BROKERS, BY EQUITY STATUS OF ACCOUNTS

(Per cent of total, except as noted)

A30
EQUITY STATUS OF MARGIN ACCOUNT DEBT
AT BROKERS
(Per cent of toral debt, except as noted)
. Total l Lquity class (per cent)
debt |
. (mil- |
End nll lions 5 Und
periot of {0 or _ _ _q9 | Under
dol- more 70-79 | 60-69 [ S0-5y | 40-49 40
lars)!
1975— June.| 4,990 7.4 9,9 18 32.7 20.4 .
July.. | 5.300 6.0 8.3 13.9 23.6 30.4 17.9
Aug. | 5,220 5.5 6.8 11.3 20.7 3.0 24.7
Sept., | 5,250 5.1 7.3 10.6 19,6 3.0 26.5
Oct... ] 5,300 5.5 6.7 11 21.8 29.7 25.2
Nov,, | 5,170 5.2 6.7 12,2 23.2 28.6 24.0
Dee. .| 5,390 5.3 6.9 11.6 22.3 28.8 25.0
1976— Jan...| 5,420 7.0 9.4 18.3 21.3 28.8 15.5
Feb, | 5,050 H.8 4.9 17. 29.0 2.6 15.3
Mar..| 6,410 6.0 8.7 16.0 29.0 25,0 16.0
Apr..| 6,690 6.1 7.7 12.9 27.7 30.2 15.4
May.| 6,940 S.8 7.2 12.4 23.8 34.2 16.6
June. | 7,080 6.3 7.7 14.4 2.2 25.4 14,1

1 Note I appears it the hottom of p. A-28.

Notr.- -lach customer's equity in his collateral (market value of col-
lateral less net debit balance) is expressed as o pereentage of current col-
lateral values.

Lquity class of accounts
Net in debit status Total
End of period credit Sl R balance
SWIS 60 per cent| 1ess than | (Millions
or more |60 per cent[0f dollars)
1975 June 45.9 43.1 11.0 7,875
July... 45.6 41.1 13.1 7,772
Aug... 43.5 40.6 16.0 7,494
SLpL 45.3 8.9 15.8 7,515
44.4 40.1 15.5 7,362
45.3 40.2 14.5 7,425
43.8 40.8 15.4 7,290
1976 -J 45.8 44.0 10.3 7,770
44 .4 44.7 10,9 8,040
44.0 46.0 10.4 , 050
43.0 45.0 12.0 7,990
.. 41.4 46.2 12.4 8,030
June oo 40.06 49.0 10.4 8,150

Note.—Special miscellaneous accounts contain credit balances that
may be used by customers as the margin deposit required for additional
purchases. Balances may arise as transfers based on loun values of other
collateral in the customer's margin account or deposits of cash (usually
sales proceeds) occur.,

MUTUAL SAVINGS BANKS

(In millions of dollars)

Loans Securities

S |

| | ;

I
: R State  Corpo-| Cash ~ Other
Lind of period | ngp Other LS. and rate assets

gage UL Govt, | local and |
govt. | othert
I
62,069 2,808 3,334+ 385 (17,674 { 1,389 ' {,711
67,563 0 2,979 | 3,510 873 21,906 1 1, ()44 2,117
73,231 | 3,871 | 2,957 926 121,383 |, ‘)(yﬂ 2,314
74,891 | 3,812 1 27555 930 22,550 2,167 | 20645
77,127 | 4,028 4,777 | 1,541 27,904 2,367 3,198
1975-- May... 75,440 | 4,593 © 3,616 1,137 25,579 | 2,077 | 2,811
June..., 75,763 | 4,492 | 3,744 | 1,240 {26,470 | 2,088 | 2,954
July + 76,097 | 4,396 1 3,965 | 1,436 (26,976 | 1,835 | 3,004
Aug..... 76,310 | 4,405 1 4,187 | 1,451 |27,104 | 1,730 | 3,067
] 76,420 | 4,487 4,279 | 1,495 (27,033 1 1,783 | 3,136
76,655 | 4,481 - 4,368 | 1,523 127,106 ! 1,805 3,152
76,855 | 4,550 4,601 | 1,551 |27,421 1,872 . 3,223
77,221 | 4,023 4,740 | 1,545 27,992 1 2,330 [ 3,205
1976—-Jun. ... 77,308 | 4,839 4,918 [ 1,581 28,473 - 1,961 3,245
Ieb.., 77,413 | 5,243 5,211 1,765 29,035 ° 1,453 : 3,301
Mar... 77,738 - 5,366 5,452 | | R(x7 30, 043 i 1,740 ' 3,321
ApPr... 78,046 5.027 5.533 | 20149 30.707 | 1.647 | 3,361
May?,, 78,286 5,103 5,600 [ 2. 318 31,179 | 1,539 | 3,385
\

| |

Total Mortgage loan
assets— i commitments 2

Totat Other General classified by maturity
liabili- | Depos- g h"‘lli reserve (in months)

ties its ‘tl' ", a ac-

and 15| counts
general
reserve ' |

acets, Jor 3-0 6~9 | Over | Total

I Jess Yy
1

89,369 { 81,440 1,810 { 6,118 . 1,047 627 463| 1,310 3,447
100,593 | 91,613 2,024 | 6,956 ; 1,593 713 609| 1,624] 4,539
106,651 | 96,496 2,566 | 7,589 | 1,250 598 405( 1,008] 3,261
109,550 | 98,701 2,888 | 7,961 664 418 232 726] 2,040
120,999 109,796 2,770 | 8,433 896 301 203 403| 1,803
115,252 [104,056 3,080 | 8,116 955 383 300 573] 2,211
116,751 1105,993 2,594 | 8,164 973 510 195 5651 2,243
117,709 {106,533 2970 | 8,208 957  a63| 206 526] 2,212
118,254 |106,745 3,255 | 8,254 981 431 237 573] 2,222
118,643 }107,560 2,778 | 8,304 | 1,011! 372 256 499] 2,138
119,089 107,812 2,950 | 8,328 950 368 275" 394] 1,987
120,073 [108,480 © 3,215 | 8,378 972 323 222 379 1,896
121,056 109,873 : 2,755 | 8,428 896 301 203 403 1,803
122,325 (110,979 | 2,892 | 8,455 923 315, 195 426] 1,859
123,821 (112,019 | 3,275 | 8,527 930 352 184 401] 1,867
125,526 114,090 | 2,859 | 8,577 1,092 360 251 427] 2,130
126.470 |114,752 | 3,106 8,612 ; 1,175 398 281 436 2,290
127,470 |115,521 * 3,296 i 8,654 | 1,237 419 2‘)0| 480] 2,426

1 Also includes sccurities of (orul,n governments and international
organizations and nonguaranteed issues of U.S. Govt. agencics.

2 Commitments outstanding of banks in New York State as uportul to
the Savings Banks Assn. of the State of New York. Data include building
loans.

3 Balunce sheet data beginning 1972 are reportied on a gross-of-valua-

tion-reserves basis. The data differ somewhat from balance sheet data
previously reported by National Assn. of Mutual Savings Banks, which
were net of valuation reserves. For most items, however, the dmlrumes
are relatively small,

Noje,—NAMSB estimates for all savings banks in the United States.
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LIFE INSURANCE COMPANIES

(In millions of dollars)

1
} Ciavernment securities Business sceurities ! :
. . Total - D Mort- Real © Policy | Other
End of period . assets Cnited [State and gres estate 1 loans | assets
‘ Total S!lullt's : ‘lr):;a‘ll "Foreign ] ‘Total Ronds | Stocks |
- | = - : . | s o
222,102 1 11,000 | 4,455 3,363 3,182, 99,805 | 79,198 ' 20,607 | 75,496 6,904 : 17,065 | 11,432
239,730 | 11,372 ] 4,562 3,367 3,443 |112,985 | 86,140 26,845 | 76,948 7,295 | 18,003 | 13,127
252,436 | 11,403 4,328 1 3,412 3,663 |117,715 ] 91,796 25,919 | 81,369 7,693 | 20,199 | 14,057
263.349 | 117965 | 4,337 3)667 | 3861 [118.572 | 96,652 + 21,920 | 86,234 8.331 | 22,862 | 15,385
289,084 | 14,582 5,804 4,440 | 4,248 (135,014 106,755 | 28,259 | 89,358 9,634 i 24,389 | 16,107
275,816 | 12,464 | 4,678 3,739 4,047 127,847 100,478 | 27,369 | 87,882 ° &,843 | 23,570 | 15,210
278,343 | 12,500 4,738 3,762 4,060 129 838 [101,238 | 28,600 [ 88,035 - 8,989 1 23,675 | 15,246
2790354 | 12:804 | 4,843 1 30002 . 4,060 130,298 |102,675 | 27,623 | 88,162 | 9.058 | 23,794 | 15,228
280,482 | 13,022 4.895 4,089 ¢+ 4,088 130,659 103.496 | 27,163 | 88,327 9,112 1 23919 | 15,443
281,847 | 13,150 4,914 + 4,122 | 4,114 1131,524 104,529 | 26,905 | 88,445 9,210 | 24,048 | 15,470
284,829 | 13,793 5,505 4,148 | 4,140 (133,237 |105,473 | 27,764 | 88,655 9,356 | 24,171 | 15,617
286,975 | 14,120 | 5762 4210 | 4,157 {134,495 106,385 | 28,110 + 88,850 | 9.a64 | 24,271 | 15,766
289,084 | 14,582 5,894 4.440 4,248 (135,014 106,755 | 28,259 * 89,358 9,63 | 24 389 | 16,107
1976—Jan......ooviiiiennnn 203,870 ] 15,380 ) 6,446 4,652 1 4,282 [138,965 108,130 | 30,835 89,395 | 9,661 | 24,498 | 15,971
Felb.. 206479 | 16,142 | 6458 4.790 | 4,894 {140,332 1090321 | 31,011 89,543 | 9726 | 24.633 16,103
Mar.. 12990552 | 15,723 | 4,967 5,220 | 5,536 (143,705 [111:385 | 31,720 89,781 | 9,812 1 24,755 16,376
ApT.. 2097083 | 155017 | 57108 57100 51619 1437197 1111757 1 317440 © 80,480 | 9852 24873 160655
May? 300,754 | 15,075 [ 57141 57040 | 51688 1447496 [I13[087 31,400 891529 | 9,909 24,978 | 16,867

11ssues of foreign governments and their subdivisions and bonds o

the International Bank for Reconstruction and Development,

Norr, - Institute of Life Insurance estimates for all life insurance
companies in the United States,

Figures are annual statement asset values, with bonds carried on an
amortized basis and stocks at year-end market valne, Adjustiments for
inferest due and accrned and for dilferences between market and book
valnes are notl made on cach item separately but are included, in total in
“Other assets,”

SAVINGS AND LOAN ASSOCIATIONS

(In millions of dollars)

Assets Liabilities Mortgage

-t Total e : . oot s loan com-

s A » assets - ! mitments
End of period M lnw..st- Total o N Bor- L.oans outstanding

ort- | ment | g Other | liabilities [ Savines | Net owed in Other | atend of

sages secur- sash ther ubilities | "5 worth?2 rowed no ¢ atend ¢
# itios ! moneyd Process periad 4
i
174,250 18,185 2,857 10,731 | 206,023 | 174,197 13,592 8,992 5,029 4,213 7,328
206, 182 21,574 2,781 12,590 | 243,127 | 206,764 15,240 9,782 6,209 5,132 11,515
231,733 21,055 19,117 1 271,905 | 226,968 17,056 17,172 4,667 6,042 9,526
249,293 23,240 22,991 | 295.524 | 242,959 | 18,436 | 24,780 3,244 0,105 7,454
278,693 30,900 28,802 | 338,395 | 286.042 19,776 20,730 5,187 6,659 10,675
0

1975—June.....oveunn . 261,336 0,880 25,786 | 318,003 | 268,978 18,992 18,863 4,446 6,724 12,303
July..ooooeaiion 204,458 32,054 26,311 | 322,823 | 272,032 19,266 (8,744 4,771 8,010 12,611
Augo. oo 267,717 1,694 27,127 | 326,538 1 273.504 19,495 19,216 4,995 9,38 12,673
Septooooeiin. 270,600 30,786 27,745 | 329,131 | 277,201 19,414 20,031 5,128 7,357 12,585
Oct.. 273,596 31,652 28,145 | 333,393 | 279,465 19,663 20,300 5,207 8,752 1,748
Nov. 275,919 32,498 28,610 [ 337,027 | 281,711 19,019 20,413 5,164 9,820 11,365
Dec. 278,693 30,900 28.802 | 338,395 | 286,042+ 19,776 20,709 5,187 ' 6,680 10,675
1976 Jan.............. 280,071 34,271 29,716 | 344,058 | 291,418 19,948 19,630 5,051 8,011 1,1
Feh .| 282,487 36,128 30,251 | 348,866 | 295,304 20,162 18,746 5,134 9,460 12,878
Mar. 286,556 36,722 30,462 | 353,740 | 302,436 ; 20,211 18,220 5,379 7,494 14,445
Apr. 290,727 36,437 30,663 | 357,827 | 305,234 20,475 17,759 5,787 8,572 15,512
May 294 759 37,008 31,268 | 363,032 | 308,284 20,688 17,670 6,156 10,234 16,620
June? 299,667 35,265 31,658 ] 366,590 | 313,331 20,767 18,204 6,473 7,813 16,634

1 Excludes stock of the Federal Home oan Bank Board, Compensating
changes have been made in “Other’ assets.

2 Includes net undistributed income, which is accrued by most, but not
all, associations,

3 Advances from FHLBB and other borrowing,

4 Data comparable with those shown for mutual savings banks (on
opposite page) except that figures for fovans in pro are not included
above but are included in the figures for mutual savings banks.

3 Beginning 1973, participation certificates guaranteed by the Federal
Home Loan Mortgage Corporation, loans and notes insured by the
Farmers HHome Administration, and certain other Govt,-insured mortgage-
type investments, previously included in mortgage loans, are included

in other assets, The effect of this change was to reduce the mortgage
totil by about $0.6 billion.

Also, GNMA-guaranteed, mortgage-backed securities of the pass
through type, previously included in “Cash” and *“Investment securitios’”
are included in “Other™ assets, These amounted to about $2.4 billion at
the end ol 1972,

Note.---FILBB data; figures are estimates for all savings and loan
assns. in the United States. Data are based on monthly teports of insured
assns. and annual reports of noninsured assns. Data tor current and
preceding year are preliminary even when revised.,
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FEDERAL FISCAL OPERATIONS: SUMMARY

(In millions of dollars)

r U.S, budget , Means of financing
| I ‘ ‘ Borrowings from the public Less: Cash and
| . monetary assets
l | — Other
_ ! means
Period : ( Surplus / Less: Invest- of
Receiptsl Outlays or Public ments by Govt, | Trea- | financ-
| deficit debt  Agency accounts Less: | Equals: sury ing,
(—) securi- | securie __ - Special otal | operat- | Other net2
ties ties Special " notes! b llm.
Specia . alance
issues Other -

Fiscal year: X ) )

073 i i ‘ 232,225| 246,526/ —14,301 30,881 216| 11,712 19,275 2,459 —1,613|-4,129
1974...... 264,932| 208,392| —3,460, 16,918  903| 13,673 3,009 —3,417 889| —2,077

1975, 280,997| 324,601| —43,604| 58,953|—1,069| 8,112 50,853 —1,570 1,890{—6,920

[ 2 300,005) 365,610 --65,605) 87,244 —90. 6,581 82,813 7,246 550|--9,412

1lalf year: )

1974--July-Dec..ovun i iii i ine 139,607 153,147: —13,540 18,429 --689 2,840 14,751 —3,228 557\ —3,881

1975—Jan.~June, veeal| 141,189 171,202i- -30,013 40,524] —423 5 272 36,059 1,657 1,643 —2,746
July—-Dec.ooon v 139,453 184,545 45,092| 43,460 -39 _a ,739 49,347 866; =980 - -4 368

1976—Jan —June oo v e 1607552, 181.066|--20°513] 43.784{  ..51! 11,320l . 33,406) 6,380 1,530|..5,044

Month: :

1975— June” 32,024| 30,502 1,521 5,030 --42| 4,131 276 581 82 181|- 1,839
Tuly. 20,197 31.249°—.11.052 5,051 -.23|—2,427, =1 7,800 -.3,390 --t,373|.-1.511
AU, ... 23,584 10 634 -7 050' 9,472 6| 2,384 —630 --263(—1,032
Septeann s, 28,015 29.0s4'  l429| 51935 9l.-2.15( 6,961 446) 2627
97 T 19,316 32 42"—11 L1091 8,352 - § —3,056 -203 -344 815

29, 4()1 -1, 1656 4,800 -3 749 --3,844 392.--1,732
3 ,7‘)2 -5, 7‘)7 9,850 - 24| 1,860 1,971 166  —281
1976-- 30,725 —5,091; 7,757 -2 —-393 3,532 114 918
29,833 --8 ‘)871 9,465. 51 1,062 64 —125 —46
29,054] —8,623 6,620 -6 —623 —4,032 —288| 3,018
32,476 '872 1,483 —32 50 3,517 5451 1 792
28,4100 - 5 731" 8,699 -9 5,130 -3 ,381 502.'—I,25_‘)
30,567: 7,048, 9,760 —8] 6,094 6, ‘682" 782‘ --3,431
: [
Selecied balances
Treasury operating balance Borrowing from the public.
. T - - Memo:
End . Debt of
of | . Less: ¢ Govt.-
perioc " nvestments o . NN
IR l“?()f Other Public Agene Govt. accounts Less: Lquals: “cp(?";ofd
N by deposi- Total debt . 5 s ‘y‘ R Special Total PS.
Banks loan tarics? ceeuritios | Securities s 1 Now
aries securities notes e d
accounts Special private
! issues Other

Fiscal year: ) ;

1971 1,274 7,372 109 8,755 398,130 12,163 82,740 22,400 825 304,328 37,086

1972, 2,344 7,634 139 10,117 427,260 10,894 R9,536 24,023 825 323,770 41,814

1973, 4,038 8,433 106 12,576 . 458,142 11,109 |' 101,248 24,133 825 343,045 51,325

1974, 2,919 6,152 88 9,159 475,060 12,012 114,921 25,273 825 346,053 65,411

1975, 0 iiiinnes 5,773 1,475 343 7,591 533,188 10,943 123,033 24,192 (5) 396,906 76,092

1976.............. 11,972 2,856 7 14,835 : 620,432 10,853 12<) 614 20,952 ... 479,719 |.....o...

( alendar year: i

............... 2,543 7,760 b} 10,374 469,898 11,586 106,624 24,978 825 349,058 59,857
3,03 1 2,745 70 5,928 ;| 492,664 11,323 117,761 25,423 (G 360,804 76,459
[ 7286 1,159 7 8,452 | 576,649 10,904 | 118,294 23,006 ... 446,253 78,842
Month: | | 1
197s. 1,475 343 7,591 533,188 : 10,943 123,033 24,192 396,906 76,092
878 444 4,098 538,240 10,920 120,600 23,847 404,707 77,173
1,214 | --141 3,423 547,711 10,926 | 122)990 23,752 L 411,895 76,659
2,162 529 10,765 553,047 10,935 120,839 23,385 .. 420,358 77,026
1,251 559 10,327 561,999 10,93 | 117183 23,645 4327102 78,016
1,558 9 6,485 566,799 10,928 116,434 23,255 438,037 78,451
1,159 7 8,452 . 576,649 10,904 118,294 23,006 446,253 78,842
1976 - J4 1,899 7 11,982 584,405 10,902 117,901 23,333 454,072 79,355
1,682 7 12,039 584,405 10,902 117,901 23,333 463,045 78,359
864 7 8016 | 600,490 10,901 . 118,340 22,686 470, 365 78,712
1,723 7 11,537 - 601,973 10,870 118,390 22,690 471,763 80,039
1,407 7 8,159 . 610,672 10,861 123,520 22,140 475,872 . .
2,856 . 7 14,835 ] 620,432 10,851 129,614 21,952 479,719
| |
1 Represents non-interest-bearing public debt securities issued to the taries’ (deposits in certain commercial dt.posndnt.s that have been con-

International Monetary Fund and international lending organizations.
New obligations to these agencies are handled by letters of credit.

2 Includes accrued interest payable on public debt securities until June
1973 and total accrued interest payable to the public thereafter; deposit
funds; miscellaneous liability (includes checks outstanding) and assel
account gniorage; increment on gold; fiscal 1974 conversion of in-
terest receipts of Gove, accounts to an acerual basis; gold holdings, gold
certificates and other linbilities, and gold balance h(,glnnnu, Jan, 1974;
ang]lsnct gainfloss for U.S, currency valuation adjustment beginning Jum
19

3 As of Jan. 3, 1972, the Treasury operating balance was redefined to
exclude the gold balance and to include previously excluded “Other deposi-

verted from a time to a demand basis to permit greater llexibility in
‘I'reasury cash management).

4 Includes debt of Federal home loan hanks, Liederal kind banks, R.EF.K.
Stadium I'und, FNMA (beginning Sept. 1968), and Federal intermediate
credit banks and banks for cooperatives (both beginning Dec. 1968).

S Beginning July 1974, public debt securities excludes $825 miillion of
notes issued to International Monetary FFund to conform with Office of
Management and Budget's presentidion of the budget.

Noti.—1alf years may not add to fiscal year totals due to revisions in
series that are not yet available on a monthly basis.
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FEDERAL FISCAL OPERATIONS: DETAIL
(In millions of dollars)
Budget receipts
L e - \ L L. A Lo
: Individual income taxes Carporittion Social insurance taxes
‘ income taxes and contributions
Period
| Employment
Total Pres, ! taxes and | Lixeise [ Cus- Misc,
Ilec- | Non- Giross contributiont] Un- [ Other Xes | toms re-
With- | tion | with-] Re- Net | ore- Re- | . crapl. | net Net it eeipis?
held | Cam- | held | funds | total | ecipts | funds mnsur. re- total
paign | Pay- | Selt- ceipts2
Fund roll lempl.
tuxes
——— — ey - — = cm— .- . __..l [ —
Fiscal year: , l
V73,0 e, 232,225] 98,093(...... 27,017)21,866[103,246'39,045| 2,893 52,505| 2,371| 6,051| 3,614|64, 542|16 260( 3,188 4,917| 3,921
1974, .[264,932]112.092 28/30,812123,952[115, 052 41, 1744 3,125 62,878 3,008 (),837 4 051476 780|Ih 844| 3,334] 5,035 5,369
1075. .1280,997|122,071 32134,296134,013 122, hi] 45 747| 5,125 71,789 3,417| 6,770| 4, 146686441 116,551 3,676) 4,611 6,711
1976, ... ......... 300,005§123,408 34)35,528|27, 367|131 61H 40,783 5,374 76,391; 3 518 8 1)54 4,752192, /I4 16,963 4,074 5,216| 8,026
Half year: ' l :
1974— July-Dec. .. 139,607| 61.378]...... 7,098 1,016[67,401 lﬂ,247-I 2,016 34,418 2541 2,914] 2,187]39,774| 8,761| 1,958| 2,284 3,140
1975-—Jan.—June.. 141,190] 60.694|...... 27,198)32,997154,926 27,500. 3,100 37,371 3, 163, 3 ,856) 2,279146,667| 7,790( 1,718] 2,327| 3,370
July—Dec... 139,453} 59,549]...... 7,6491 1,362]65,835 18,8107 2,735 35,4431 268 2 8(1! 2,314J40,886) 8,759 1,927 2,573 3,397
1976- Jun—June,. 160,552] 63,859 33(27,879126,004[65, "()7"7 ‘)7\ 2,()3‘)'4(),5)47 3,250 i 193] 2,438|51,828( 8,204 2,147( 2,043| 4, 1630
1
Month: i H
1975-- June”,. 32,024 10,027|...... 4,540 (,4441113,123 10,241 664 5,553 373 92 413] 6,431] 1,464 kb 412 715
July .. 20,1971 9,205(...... ‘)l)H[ 498 9 {;l 5 1,838 3 . 4 374) 6,128 1,514 313 503 757
Aug..... S I() ?4() ...... 488 33110] ,403 1,045 083 57 3720 9,713| 1,394 302 430 723
Seploa ... Nilh ), 182...... 4,809 382013 ()0() () 277 555 75 4001 6,280] 1,430 a2 431 53y
. () ‘)X\ ...... 589. --81]10.653) 1, T o4 551 J95) 5,206) 1 462 343 396 382
Nov.......| 21,745} 10,195, ..., 283 124|10,354} 1 ()72 9 377| 7,994| 1,476 310 428 511
Decooon .o | 25, 1993 l().738 ...... 571 o9t i 2(l()( 6,}{2{4 5,043 T 395) 5,565 1 482 347 86l 485
1976—Jan........ 25,634f 9,518 1| 5,843 R6J15,276i 1,771 218| 5,540 225 223, 442] 6.430| 1,335 348 401 202
Feb. ..., 20,845 10,938 7 913 4,1004 7, 778" 1 ,203 422| 8,330 237 6493 70| 9,631 1,354 283, 475 538
Mar. .. 20,431} 11,377 9] 2,532] 8,646 5, ,272 6,485 621] 5,796 275 129 435] 6,635| 1,344 384 450| 482
Apr. 33,348] 10,029 7! l7 1723 7,512|15, (248 6,727 607 6,179] 1,832 952 386] 9,349 [,353 357 387 535
4 22,679 10,749 ol 573 5,171 6,157 1.396 380, ‘),112 359, 2,940 3gof12,811| 1,329 J4‘)i 489 528
37,615 11 241)I .¥| 5,275 490]16,037|10, 391 391 ‘)(»‘)l 3220 2540 425] 6,971 1,489 42|| 442| 2,255
|
. Budgpet outlays
; | | i
Gen- | Niat- Lduca- | Gen- Rev-
cral - ural Com- | Lion, eral enue Undis-
Na~ sei- Agri- l re- Com- | mun. l.mu\uu_ Uealth { Govt.,,  shar. trib.
Period Total | tional 1ntl. ence, cul-  ‘sources,| merce and unploy- and Vet- Inter- law and off-
: de- aftairs  space, ture  envir., and | region. ! ment, wel- eruns est en- fiscal | setting
fense ard and | transp. | devel- and fare I foree., - assist- re-
tech. energy opment  social : and ance ceipts 4
| serv. Jjustice !
| i
Fiscal year: : | ;
1974, 0000000 268,392 78,569 3 5‘)3[ 3,977 2,230" 6,571 13,096 4,911 11,598:106,505 13,386 28,072 5,789| 6,746 —16,651
1975.. 324,601 86,585! 4,358 3,989 1,660 9,537 16,010 4,43!| 15,248 136,252 16,597 30,974 6,031 7,005 --14,075
1976, , L1365,6101 90,216'  4,4620 4,197, 1,994 11,674) 17,2391 S,023| 17,678 160,497| 18,444[ 35,5000 6,277| 7,114 - 14,704
TQ 56, 102, L1000 26 (\(\0. 2,()()\) 1,2(\0l 900 3,900] 5 %()0! 1,700, 4,900 42 100 4,400) 9 5000 | /8001 2,000 --1,600
19775 4()0,()()().1()1 ,()(l(). 7,l()0| 4,5000 1,800 15,100, 16, 1400} (y,()()() 18.400] 172, 7(!() 17,8000 40,2001 6,900 7,400 -16, 1800
Month: | :
1975~ June'....; 30,502| 6,229 710 385, 205 1,776f 1,011, 641 2 218 13,741 1,426 2,472 712 47| --1,578
July. . 31,249 7,307 531 476 270 821 2,256 402 1 237, 13,092 1,367- 2,637 321 1,625 —1,094
Aug.. 30,634) 8,229 448 402 [N T70) 2,165 S6B 16907 12,431 | 4470 2,672 §53 203 --,07!
Sept.., 29,044 6,923 47‘ 398 507 844 1,899 440 1,571 12,738, 1,334 2,85‘) 548 4 —1,068
Octoooea.. 32,4250 8,192 362 398 312 740] 1,965 4(v2| 896 13,575 1,518 2,957! 492- 1,592, --1,035
Nov © 29,401 7,533 414 4051 196 7861 1,203 315l 1,653] 12] 6121 1,624 2 996’ 531 15| - 88
Dec...... 3,792 7,981 290 409 175; 814 1,994 433 1,5150 13,721' 1,704 2 8"(), 1,154, 1 --1,221
1976— Jan.. 30,725: 6,915 351 336 228 Ti8] 1,819 4211 1,478 13 714 1,626] 2,813 21 1,627, --1,441
Feb. . , 29,833 6,120 320 413 315 1,833 900 421 1,530 13,360, 1,696] 3,143 570 53 --841
Mar...... 29,054 7,752 ¥2()| 379 44 935 —672' 270 1,809 14 182} 1,659 3 ,407 567 16| --1,814
Apro... .. 12,470 7,994 "4‘)| 360 -5t 984] 1,610 464 1,606. H,(»?‘) 1,652, 13,3506, 420° 1,605) - 1,452
May..... ' 28,4100 7,036 29 348 270 924 466! 448:  1,258( 13,229° 1,555 3 220| 617 96 —1,449
June, ... 30,567 8,1 !4 | ,()77| 371 -IXI‘ 929 l,238| S28" 1,738 13,501 1,248 2,052 ()(;8' 32 --1,368

L Old-age, disability, and hospital insurance, and Railroad Retirement
accoullls.

2 Supplementary medical insurance premiums and Federal employee
retirement contributions.

3 Deposits of carnings by F. R. Banks and other miscelfaneous receipts.,

4 Consists of interest received by trust funds, rents and royalties on the
Quter Continental Shelf, and Govt. contributions for employce retirement.

5 Listimates presented in Afid-session Review of the 1977 Budget, Iuly
16, 19706, Figures for outlay categories exclude special allowances for

civittan agency pay raises totaling $800 miflion for fiscal yvear 1977, and
therefore do not add to totals.

6 Lifective in calendar year 1976, the fiscal year for the U.S, Govt, is
being changed from July 1. June 30 o Oct, 1-Sept. 30, The period July |-
Sept. 30 of 1976, data for which are shown separately from fiscal year
1976 and fiscul year 1977 totals, will be a transition quarter.

Norr.. - Half years may not add to fiscal year totals due to revisions in
series that are not yet available on a monthly basis.



A34 U.S. GOVERNMENT SECURITIES o AUGUST 1976
GROSS PUBLIC DEBT, BY TYPE OF SECURITY

(In billions of dollars)

Public issues (interest-bearing)
:{;:I;‘l Marketable . 1 Nonmarketable Special
Ind of period public —_——— — — (\-'t:”l‘- — issues 3
debe 1 Total ihrl I Foreign | Savings
Total Bills Certifi- Notes | Bonds 2| bo Tls Total 3 i\\'lllc‘!w" bosds
¢ ’ cates i onds @ e and
| ' notes

1968-—Dec 358.0 296.0 236.8 76.5 85.3 2,5 56.7 4.3 52.3 59,1

1969—Dec. . 368,2 295 235.9 85.4 69,9 2.4 56.9 3.8 52.2 71.0

1970—Dec, . ... 389.2 309.1 247.7 101.2 58.0 2.4 9.1 5.7 52.5 78.1

1971- Dec 424,1 336.7 262.0 114.0 50.6 2.3 72,3 16.8 54.9 85.7

1972—Dec .| 449.3 51.4 269.5 121.5 44.1 2.3 79.5 20.6 S8.1 95.9

1973 —Dec. 469.9 360.7 270.2 124.6 37.8 2.3 88.2 26.0 60.8 107.1

1974- IIC. v 492.7 373.4 282.9 129.8 33.4 2.3 88.2 22.8 63.8 118.2

1975—July 538.2 416.3 323.7 153.6 36.7 2.3 90.4 22.2 66.3 120.9

547.7 423.5 331.1 155.2 37.8 2.3 0.1 21.6 66.06 123.3

553.0 431 .5 338.9 158,58 37.7 2.3 90.3 21.5 66,9 12,1

562.0 443.6 350.9 166.3 37.6 2.3 90,5 21.2 67.2 117.4

566.8 447.5 355.9 166. 1 38.7 2.3 £89.3 21.3 67.6 116.7

576.6 457.1 163.2 167.1 38.6 2.3 91.7 21.6 67.9 118.5

1976 oo .oooviiiiiiinen, S84.4 463.8 369.3 159.6 1711 38.6 2.3 92.2 21.6 68.2 1181
. ol 593.9 473.7 378.8 162.1 177.6 9.1 2.3 92.7 21.7 68. 6 [19.2

600, 5 480.7 385.3 1631 183.1 39.0 2.3 93.1 21.7 9.0 118.5

602.0 482.4 386.4 1ol .8 185.8 38.9 2.3 93.6 21,6 o).4 118.6

610.7 484 .4 388.0 1ol .8 186, S 39.7 2.3 94.1 21.5 oY, 8 123.7

620.4 489 .5 V2.6 161.2 1918 39.6 2.3 94.6 21.5 70.1 129.8

624.5 495.5 397.7 161.4 197.2 39.1 2.3 95,5 | 21.4 70.8 128.1
1 Includes non-interest-bearing debt (of which $613 million on July 31, 4 Nonmarketable certificates of indebtedness, notes, and bonds in the

1976, was not subject to statutory debr limitation). Treasury foreien series und foreign-currency-series issues,

2 lnLIlIdL\ Treasury bonds and minor amounts of Panama Canal and S Held only by U8, Govt, weies and trust funds and the Uederal
postal savings bonds. home loan banks,
3 Includes (not shown separately): depositary bonds, retirement plan
bonds, Rural Electrification Administration bonds, State ‘und locul govern- No1-.- Based on AMonthly Statement of the Public Debt of the United
ment hond\ and ‘Treasury deposit funds. States, puh]lshul by .S, Treasury. See also second pacagraph in NoTo to
table below,
OWNERSHIP OF PUBLIC DEBT
(Par value, in billions ot dollars)
T
1leld by- Held by private investors
- ‘ . —_ - - -
. . Total U.S. ! ! s
Endd of Oss o ; L e Individuals oot
period pross ) ('\“. " : Com- Muiual l_““_":' Other §l(llt. ! oreign
public agencies T T R, Fotal mercial  savinges ance COMPO- and - e i el - amd |
debt and  © Banks ! I k‘\_ : ‘I", k““ I com- -ni]u R local i inter-
frust A ANRS L papies MO govis,  Savings  Other  national!
funds : bonds  sccurities ,
1
_ = -- . Cme— e ! —-—— . e = — - = . - -

1968~ Dec,. .. 358.0 76.6 52.9 , 228.5 66.0 3.8 , 8.4 | 142 24.9 50.9 23.3 4.3 21,9

1969— D¢ 368.,2 89,0 . 57.2 | 222.0 56.8 i.1 7.6 10.4 27.2 51.8 29.0 1 11.2 25.0

1970- Decooainn.nl .l 3892 97.1 62.1 1 229.9 62.7 3.1 7.4 7.3 27.8 52.1 29.1 20.6 19.9

1971—Dee, 424, | 106.0 70.2 l 247.9 65.3 3.1 7.0 11.4 25.4 54.4 18.8 46.9 15.6

1972— e Lo 44903 116.9 69.9 1 262.5 67.7 3.4 ! 6.6 9.8 28.9 57.7 16,2 i 55.3 17.0

1973—Decooove | 469.9 129.6 78.5 - 261.7 60.3 | 29 = 0.4 10.9 29.2 60.3 16.9 55.6 19.3

1974—Decoiiain.. | 492.7 141.2 80.5 | 271.0 55.6 | 2.5 Coe It,0 20.2 063.4 21,5 | sg.4 23.2

| ! !

1975— May 528.2 140.9 1 #5.6 | 301.7 67.7 34 . 6.9 | 13.7 29.8 65.1 21.5 66.8 .8
June . .o 5332 145.3 n4.7 03.2 69.2 3.5 0 7.1 . 13.2 20.6 65.5 21.6 66.0 -4
July.. I 538.,2 142.,5 81.9 313.8 .4 0 3.7 0 7.3 16,2 31.3 65.9 21.8 66,7 .5
Aug, . | 547.2 144.8 82.5 320.4 75.4 3.9 + 7.4 16.0 31.2 60.2 22,6 1 067.3 .5
Sept. I 553.6 142.3 87.0 | 24.4 78.4 4.0 1 7.6 15.0 32.2 66.5 23.0 , 065.5 3
Oct.. . 562,40 138.8 87.2 i 336.0 80.5 4.2 , 1.9 17.5 33.8 66.8 23.2 ' 66.9 5.2
Naov, .. 560.8 137.7 5.1 1439 82.6 4.4~ R.8 20.0 33.9 . 07,1 23,5 661 5
Deconi $76.6 137.4 87.9 349.4 85.8 4.5 9.3 20.2 33.3 ., (7.3 23.6 06,5 L3

|

1976 S84.4 139.3 89.8 355.3 87.0 4.7 9.9 21.2 34,6 07.7 23.6 08,3 38.3

593.9 139.7 89.0 1651 88.0 4.9 10,0 23.2 36.4 08.0 24.5 6.6 40.3

600.5 1391 8.8 377 92,7 5.1 10.4 23.0 37.8 08.4 24.6 . OR8.1 . 4].4

6020 L3y.1 9.8 71,0 92.2 5.1 10.2 23.8 37.7 688 24 .4 70.2 8.6

610.7 143.7 90, 8 36,4 92,0 5.3 10.3 26.0 A6 09,2 24.5 71.0 40,5
TConsists of investments ol Toreign and international accounts in The debt and n\\nur\lup coneepts were altered beginning with the
the United States. Mar, 1969 BurreriN, The new conezpts (1) exclude guaranteed se-
2 Consists ol savings and loan assns., nonprofit institutions, cor- curities and (2) remove from U.S, Govt, agencies and (rust fundls
porate pensions trust g'umis', and dealers and brokers. Also included and add to other miscelaneous investors the holdings of certain
are cerntin Govt, deposit accounts and Govt-sponsored agencies, Govt=sponsored but privately owned agencies and certain Govt. deposit

Nori.-- Reported data for F.R. Ranks and U.S, Govt. agencies and accounts, Beginning in July 1974, total gross public debt includes Federal
trust funds; ‘Treasury estimates for other groups., I'inancing Bank bills and uuludu notes issued to the 1M (8825 million),



AUGUST 1976 o U.S. GOVERNMENT SECURITIES A35
OWNERSHIP OF MARKETABLE SECURITIES, BY MATURITY
(Par value, in millions of dollars)
! Within 1 year | !
- . e L i -5 5-10 10-20 Over
Type of holder and date Total l vears | years years 20 vears
Total Rills ‘ Other i
All holders: )
1973—Dec. 270,224 141,571 107,786 33,785 81,715 25,134 15,659 6,145
1974—Dec. : 282,891 148, 086 119,747 28,339 85,311 27,897 14,833 6,764
1975— Dec, 366,191 199,692 157,483 42 209 112,270 26,436 14,264 10,530
1976--May ] 388,021 205,431 161,840 43,591 121,112 35,573 14,025 11.88l
June 392,581 204,167 161,198 42,969 127,007 35,561 13,979 11,857
L] 20,962 2,220 631 1,589 7,714 4,389 5,019 1,620
1‘)74—l)u 31, 21.391 2,400 588 1,812 7.823 4,721 4,670 1,777
1975—Dec. 31.. 19,347 2,769 207 2,562 7,058 3,283 4,213 2,053
1976—May 31.. 18,562 2,52 442 2,080 6,582 3,039 4,298 2,113
June 30 18,354 2,402 4(8 1,984 6,500 3,030 4,298 2,115
Federal Reserve Banks
3—De:. 31 78,516 46,189 36,928 9,261 23,062 7,504 1,577 164
1974—Dec. 3. 80, 501 45,348 36,990 8.399 23 ,252 Y, 604 1,453 713
1975 -Dec. 31. 87.934 46,845 38,018 8,827 30,518 6,463 1,507 2,601
1976--May 31 90,530 49,439 38,722 10,717 28,287 8,198 1,556 3,050
June 30. 94,446 1 51,469 40,833 10,636 29,939 8,353 1,595 3,090
Held by private investors: |
1973— Dee, 3 170,746 93,162 70,227 22,938 50,939 13,241 9,063 4,341
1974—Deec. 31 180,999 100,298 82,168 18,130 54,206 1 t 512 8,710 4,274
1975—Dec. 31 255,860 150,078 119,258 30,820 74,694 16, 6‘)0 8,524 5,876
1976— May 3. 278,929 153,464 122,626 30,838 86,243 24,336 8,171 6,716
June 30 279,781 150,296 119,947 30,349 90,578 24, 169 8, L0RG 6,652
Commercial banks:

--1Jec. 31 45,737 17,499 7,901 9,598 22,478 4,022 1,065 272
1974—1cc. ] 42,755 14,873 6,952 7.921 22,717 4,151 733 280
1975— ee. 3 64,398 29,875 17,481 12,394 29,629 4,071 552 271
1976- May : 68,962 28,163 16,601 11,562 35,359 4,647 500 283

June ] 69,162 28,177 16,749 11,428 35, 1009 4,324 494 258
Mutual savinpes banks: !
1973—Bec. 31, 1,055 562 222 340 750 211 300 131
1974—Dec. 31 1,477 W9 207 192 1 614 174 202 88
1975 Dec. 31 3,300 983 554 429 1,524 448 232 112
1976 May JI . . 4,001 1,000 477 523 2,119 540 213 129
June 30, e 3,885 953 410 543 2,114 546 197 74
[nsurance companics:
1973—Dec. 3 4,956 779 312 467 1,073 1,278 1,301 523
1974—-Dec. 31.... 4,741 722 414 308 [,061 1,310 1,297 351
1975 -Dec. 31... 7,565 2,024 1,513 51 2,359 1,592 1,154 436
1976- -May 31... 8,551 1,582 1.095 487 3,393 1,955 1,133 488
June 30 4.670 1,483 961 522 J 502 2,020 ;1,134 530
Nonfinancial corporations: !
1973—Dec 4,905 3,295 1,695 1,600 1,281 260 | 54 15
1974—1ee. 31 4,246 2,623 1,859 764 1,423 15 26 50
1975- -Dee. 31 9,368 7,105 5,829 1,276 1,967 175 61 57
1976-- May 31.. 13,610 11,008 0,411 1.657 2.327 12 57 33
June 30 13.025 l() 467 8,804 1,663 2,285 189 54 k1!
Savings and loan associations:

—I)eC. 3l 2,103 576 121 455 1,011 320 151 45
1974—1dece. 31.. . [,663 350 87 263 835 282 173 23
1975—Dec. 31 2,793 914 518 396 1,558 216 82 22
1976. May 31 4,388 1,895 1,362 533 2,211 178 83 21

June 30 4,318 1,767 I, 224 543 2,274 177 8 20
State and local governments:
1973-- Dec. 31. 9,829 5,845 4,483 1,362 1,870 778 1,003 332
1974—Dec. 31 .. 7,804 4,121 3,319 802 1,796 315 800 332
1975 Dec. 31 9,285 5,288 4,560 722 1,761 782 896 558
1976- May 31 14,868 10,425 9,616 809 2,111 879 804 649
June 30 13,174 8,339 7,460 879 2,271 971 802 790
All others: )
1973~ Dec. 101,261 64,606 55,493 9,113 22,076 6,372 5,189 3,023
1974—Dec. 3 118,253 77,210 69,330 7,880 25,760 6,664 5,479 3,141
1975- -Dec. 3 159,154 103,889 88,797 15,092 35,804 9,405 5,546 4,420
1976 May 31.. 164,550 99,332 84,115 15,217 38,723 16,009 5,373 5,114
June 30,.... ..ol e 167,548 99,110 84,338 14,772 42,223 15,943 5,325 4,948

No1k.—Direct public issues only. Based

Ownership.

Data cm_nplete for LS. Govt. agencies and trust funds and F.R. Banks,
but data for other groups include only holdings of those institutions
that report. The following figures show, for each category, the number

on Treasury Survey of

and proportion reporting: (1) 5,518 commercial banks, 470 mutual savings

banks, and 729 insurance companics combined, cach about 90 per cent;
(2) 452 nonfinancial corporations and 486 savings and loan assns.,
about 50 per cent; and (3) 501 State and local goves., about 40 per cent,

“All others,” a residual, includes holdings of all those not reporting
in the lrt..mu-y Survey, muludlm, investor groups not listed separately.

each



A36 U.S. GOVERNMENT SECURITIES o AUGUST 1976
DAILY-AVERAGE DEALER TRANSACTIONS
(Par value, in millions of dollars)
U.S8. Government securities
By maturity By type of customer
e L e - el .. U.S. Govt.
Period Agency
Total securities
Within 1-5 5-10 QOver U.S. Govt.| U.S. Govt.| Com- All
1 year years years t0 years | securities | securities | mercial other?
dealers brokers banks
1975—June........ovvenn 5,732 3,745 [,484 372 132 80! 1,689 1,336 1,906 1,217
July.. 4,675 3,301 1,131 172 7 66Y 1,294 1,100 1,613 778
Aug.. 5.183 3,375 1,340 333 134 742 1,405 1,185 1,851 845
Sept.. 5,566 4,032 1,315 128 91 931 1,408 1, 198 2,033 T87
Qct... 8,714 5,929 2,332 309 144 1,271 2,675 1,839 2,929 1,250
Nov..... 7,594 5,519 1,353 534 189 1,070 2,176 1,875 | 2,474 1,217
7,586 5,919 1.270 278 120 1,190 2,217 1,977 2,202 1,059
9,500 7,049 1,765 569 126 1,265 3,118 2,192 2,935 1,417
8,329 5,863 1,553 755 158 951 2389 2,196 2,793 1,163
9,044 6,763 1,807 358 16 1,308 2,777 1+ 2,276 2,683 1,185
10,293 7.667 2,186 306 134 . 1,34l 3.154 2,426 3,372 1,665
8,557 6.002 1,593 700 263 952 2,907 | 2,128 2,57t rl,131
June, oo 8,582 6,415 1,616 426 126 1,312 2,543 (,983 2,743 1,118
Week ending—
1976—June 2............. 8,274 6,754 1,058 329 133 983 2,703 1,968 2,621 1,017
9 6,822 2,134 463 170 1,280 3,192 2,209 2,908 1,071
5,988 1,694 394 122 1,414 2,306 2,088 2,389 1,227
5,582 1,607 321 84 1,285 2,054 1,732 2,519 1,266
6,833 1,325 587 107 1,318 , 2,600 1,816 3,119 986
6,914 1,136 1,281 920 1,430 2,795 2,099 3,099 1,253
7,271 2,022 1,260 139 1,660 3,784 2,322 2,926 1,808
5,670 1,488 784 88 \ 1,175 2,756 1,545 2,554 1,460
7,730 2,078 524 80 1,350 3,499 2,239 3,322 1,096

They do not include allotments of, and exchanges for, new U8, Govt,
securities, redemptions of called or matured sceurities, or purchases or
sales of securities under repurchase agreement, reverse repurchase (resale),
or similar contracts, Averages of daily fipures based on the number of
trading days in the period.

1 Since Jan, 1972 has included transactions of dealers and brokers in
securities other than U.S. Govt,

NoTr,—The transactions data combine market purchases and sales of
U.S. Govt. securitics dealers reporting to the IR, Bank of New York.

DAILY-AVERAGE DEALER FINANCING

(In millions of dolars)

DAILY-AVERAGE DEALER POSITIONS

(Par value, in millions of dollirs)

| " "
U.S. Government sccurities, by maturity ! Us Comunercial banks ' !
) | ST , Giovt. Peciod All T T ‘—l (anpor:\-i All
Period AL Within - 5-10 ()lvcr agency et sources ye\ﬁ Llse- | tionst 1 other
maturi- e 0 securi- or A
tics year years = years vears lics City where i

1975—June. .. ... 6,768 5,923 748 100 -3 79 1975-- June 7,682 1,955 1,979 : 737 3,012
July, . .| 5,736 4,978 715 47 —64 626 July 6,594 1,365 1,435 929 2,865
Aug.. 5,501 . 4,491 609 262 138 610 Aug. 6,167 1,009 1,148 1,120 2,890
Sept.. 5,718 | 5,214 410 50 39 529 Sept 6,570 1,160 1,640 972 2,804
Oct.... 7,322 | 6,019 | 1,001 111 102 491 QOct 6,940 1,658 1,792 817 2,673
Nov..... 6,752 | 5,011 640 594 506 953 No 7,215 1,958 1,393 991 2,873
Dec....vvvi 6,061 | 5,274 322 218 247 982 Dec 7,107 2,001 1,304 1,086 2,716
1976—Jan.......... 6,305 | 5,287 449 398 170 694 1976—Jan, 6,766 1,757 1,337 1,147 2,526
Febo ..o 106,263 0 5,477 381 224 183 602 Feb 6,700 [,705 850 1,017 3,128
Mar, 6,884 | 0,360 286 122 116 537 Mar 7,175 1,865 1,138 1,225 2,947
Apr. 6,733 | 6,328 190 K 84 508 Apr....... 7,587 1,966 1,734 [,126 2,761
May 5,272 | 4,852 232 126 62 r183 May 6,089 1,346 1,026 975 2,742
June 5,895 | 5,489 251 144 i1 335 June 7,326 {,819 1,494 1,258 2,756

Week ending— Week ending—— l ’
1976—May 5 - 5,180 . 4,785 251 114 30 403 1976—May 5...| 5,448 1,013 863 739 2,833
12, ' 5,984 ;5,181 419 227 156 281 12...] 6,721 1,717 1,312 787 2,905
19. .. 4,905 - 4,550 115 165 74 205 19.. 6,511 1,464 1121 971 2,956
26.....: 4,624 4,352 234 29 9 29 26.. 5,561 1,277 905 1,051 2,328
June 5,827 i 5,853 —28 16 —14 61 June 2..,| 6,351 1,404 974 1,390 2,583
] 6,040 ) 5,569 391 74 S 164 9.. 7,251 1,747 1,574 1,333 2,597
16,530 ! 6,146 265 97 24 315 16...] 9,344 3,199 2,049 1,404 2,692
..5,306 1 4,904 277 12 14 451 23...] 6,953 1,455 1,370 1,220 2,908
15,669 ' 5,115 192 350 1, 520 30. 5,887 826 1,050 | 1,037 2,973

1 All business corporations, except commercial banks and insurance

Note.—The figures include all securities sold by dealers under repur-
companies.

chase contracts regardless of the maturity date of the contract, unless the
contract is matched by a reverse repurchase (resale) agreement or delayed
delivery sitle with the same maturity and involving the same amount of
sccurities, Included in the repurchase contracts are some that more
clearly represent investments by the holders of the securities rather than
dealer trading positions,

Average of daily figures based on number of trading days in the period.

NoTe.—Averages of daily figures based on the number of calendar days
in the period. Both bank and nonbank dealers are inciuded. See also
NoTE to the table on the left.
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MAJOR BALANCE SHEET ITEMS OF SELECTED FEDERALLY SPONSORED CREDIT AGENCIES

(In millions of dollars)

Federal home loun banks | Federal National
Mortpage Assn Banks Federal Tederal
(secondary market for intermediate land
Assets Liabilities and capital operations) cooperatives credit banks banks
End of
period ' |
Ad- Cash Mem- eben- | Loans Loans .
vances | Invest- and Bonds ber Capital | Mort- (ures to and Mor(-
to ments de- and de- Stock page and cooper- | Bonds is- Bonds tage Bonds
menm- posits notes posits loans notes atives counts loans
bers | (A) ({B] (A) (1) (A) a) (A) (3]
10,614 3,864 105 { 10,183 2,332 1,607 | 15,502 | 15,206 2,030 1,755 | 4,974 4,799 7,186 6,195
7,936 2,520 142 7,139 1,789 1,618 | 17,791 1 17,701 2,076 1,801 5,669 5,503 7,017 7,063
7,979 2,225 129 6,971 1,548 1,756 | 19,791 | 19,238 2,298 1,944 6,094 5,804 9,107 8,002
15,147 3,537 157 | 15,362 1,745 2,122 ] 24,175 | 23,001 2,577 2,670 7,198 6,861 [ 11,07t 9,838
21,804 3,004 144 | 21,878 2,484 2,624 [ 29,700 | 28,201 3,575 3,561 8,848 8,400 | 13,643 | 12,427
16,803 6,259 134 [ 19,390 2,831 2,653 | 30,136 | 28,237 3,371 2,948 | 10,031 9,387 | 15,437 | 13,901
16,683 6,174 19 | 19,446 2,436 2,656 | 30,453 | 28,419 3,820 2,914 [ 10,163 9,556 | 15,654 | 14,351
16,945 4,680 89 | 18,730 2,28l 2,660 | 30,881 | 28,718 3,738 3,004 [ 10,176 9715 [ 15,851 { 14,351
17,482 4,247 114 | 18,720 2,275 2,679 1 31,157 | 28,933 3,847 3,109 | 10,100 9,657 | 16,044 | 14,351
17,578 4,368 70 | 18,766 2,291 2,685 | 31,466 | 29,373 4,087 3,453 9,933 9,505 [ 16,247 | 14,774
17,606 4,439 87 | 18,874 2,527 2,690 | 31,647 | 29,319 4,041 3,664 8,784 9319 | 16,380 | 14.774
, 4,376 10Y | 18,5063 2,701 2,705 | 31,916 | 29,903 3,979 3,043 9,947 9,211 | 16,5064 | 14,773
1976 - Jan. 17, 106 5.549 97 | 18,850 2,971 2,802 | 31,866 | 29,809 4,350 3,793 9.944 9201 | 16,746 1 15.243
Feb, 16,380 5,286 69 | 17,738 3,085 2,829 | 31,704 | 29,758 4,546 3,878 1 10,013 09,254 | 16,930 [ 15,120
Mar 15,757 6,063 o 17,714 3,182 2,827 | 31,564 | 30,021 4,656 3,918 | 10,272 9,812 | 17,264 | 15,120
Apr...| 15,336 6,394 3 (17,73 2,990 2,829 | 31,468 | 30,148 4,590 3,921 | 10,762 9,877 | 17,514 | 15,834
May..| 15,215 5,585 97 | 17,114 2.891 2,836 | 32,113 | 29,805 4,470 3,761 | 10,823 | 10,034 | 17,731 | 13,834
June..| 15,274 3,739 g | 17,136 2,949 2,830 1 32,080 | 29,863 4,413 3733 | 11188 0 9,998 1 17,979 | 15,834

Notk.—-Data from Federal Iome Loan Bank Board, FFederal National
Mortgage Assn,, and Farm Credit Admin, Among omitted balance
sheet items are capital accounts of alt agencies, except for stock of FHLB's.
Bonds, debentures, and notes are valued at par. ‘They include only publicly

oflered securities (excluding, for FHILB'S, bonds held within the I'HLB
System) are not guaranteed by the U.S. Govt. Louns are gross of valuation
reserves and represent cost for FNMA and unpaid principal for other
agencies.,

NEW ISSUES OF STATE AND LOCAL GOVERNMENT SECURITIES

(In millions of dollars)

All issues {new capital and refunding)
1 I'ype of i
Period . —— —
: Special
Total | Gener- v UL, Jdistrict
al R‘l:’: HAAL; Govl. | State and
obli- n loans stat.
gations auth.
1971......... 24,963| 15,220 §,6811 1,000! 62 5.‘)‘)‘)‘ 8,714‘
1972......... 23,653| 13,305 9,332 959 571 4,991 9,496
1973.000innnn 23,969 12,257, 10,632| 1,022 58| 4,212] 9,505
1974,........ 24,315| 13,563 10,212 461 791 4,784 8,638
1975......... 30,607] 16,020| 14,511)........ 76| 7,438| 12,441
1975—June. .. 3,006} 1,772 2 938 1,137
July...| 3,586 1,371 6| 1,577 1,063
Aug...| 2,786 1,058 3 376| 1,665
Sept...| 2,171 907 12 357 1,135
Oct....| 2,337] 1,120 14 482 979
Nov 2.3850 1,040 Pt 470) 1,244
Dec 2,062 995 10 434 1,043
2,358 1,136 1 639! 1,073
2,722] 1,332 15 446 1,449
3,346 2,173 7| 1,254 824
2,365 1,191 63, 1 4550 1,181
31400 1.866] 1.611].. 13 824 1,400
2,756 1,547, 1,194 15 590 1,024
i :

Issues for new capital
Total Use of proceeds
— . - - .|amount .
deliv- ! | |
eredd | ! |
Total : Roads P . | Veter- | Other
Other? | datton [ and G o | anst | pur-
AnON ey | 11 BT wid | poses
10,246 24,4951 §5,278| 2,642  5,214] 2,008 19,293
9,165|. 19,959] 4,981 1,680 4,638 1,910].. 6,741
10,249].. 22,3971 4,311] [,458] 5,654] 2,639 .. 4,335
10,817].. 23,508| 4,730 768| 5,634] 1,0064|.. 11,312
10,660 29,495] 4,689 1,277 7,209 647 15,673
989: 2,840 430 164 821 28 1,397
941 3,554 400 123 879 37 2,115
747 2,561 379 55 626 67 1,434
614 2,123 279 134 447 48(.. 1,215
855 2,241 212 6 487 44|, 1,438
667 2,318 219 8 618 281, . 1,365
576 1,990, 287 29 495 20) 1,159
638(....... 2,273 432 95 600 88, ..., 1,058
360 135 574 ; K
439 215 710 )
341 25 665
710 384 956
304 59 093

1 Only bonds sokl pursuant to 1949 lHousing Act, which are secured
by contract requiring the Jousing Assistance Administration to make
annual contributions to the local authority.

2 Municipalities, counties, lownships, school districts,

3 Excludes U.S. Govt. loans. Based on date of delivery to purchaser
and payment to issuer, which occurs after date ot sale.

4 Waler, sewer, and other utilities.
$ Includes urban redevelopment loans,

Noti.—Seceurity Industries Assn. data; par amounts of long-term issues
based on date of sale unless otherwise indicated.
Components may not add to totals due to rounding,
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TOTAL NEW ISSUES
(In millions ol dollars)
Gross proceeds, all issues!
Noncorporate Corporate
Period 1 J—
Bonds Stock
Total Us U.S. State - - .. —
Govt.2 Govt. and local Others Total . ' .
agency’ Total l(_)uﬂl‘ac !rlfl‘y P;i:‘cléﬂy Preferred | Common
1972, ,....... .. 84,792 17,080 12,825 23,070 1,589 40,228 26,132 17,425 8,706 3,370 10,725
107300t 99,050 19,057 23,883 22,700 1,385 32,025 21,049 13,244 7,802 3,337 7,642
1974, oo 38,311 32,066 25,903 6.160 2,253 3,994
| T e [ I Y T 53, 42,766 32,603 10,162 3,458 7,405
1975—Apr.7...ou|oeevinni oo e oo 4,294 3,104 2,771 423 349 751
D S I 5,798 4,298 3.796 502 346 1,154
Juner.. 5,596 4,594 3,943 651 230 772
Julyr 4,327 3,673 2,658 1,014 198 456
Aug." 2,399 1,836 1,356 480 129 434
Sept. r 2,836 1,999 1,414 585 308 529
Oct, 7 4,705 3,158 2,389 769 332 1,215
Nov.r.... 4,068 3,296 1,666 1,630 444 328
Dec.”..... 4,316 3,519 1,761 1,758 462 33§
1976—Jan. 7. ... coveiioi o i 3,372 2,802 2,189 613 139 431
) A TS P 3,838 2,911 2,142 769 173 754
1 I [ I I [ 6,624 4,577 3,238 2,721 443 1,604
N ) S P (e S S [ 3,380 2,859 2,350 509 58 463
Gross proceeds, major groups of corporate issuers
Period Manutacturing C:;:;;Z‘;"r‘ fli:yoillgd Transportation Public utility Communication al;fldfll:::;:.lltll
Bonds | Stocks | Bonds | Stocks | Bonds | Stocks | Bonds | Stocks | Bonds | Stocks | Bonds | Stocks
1072 e 4,560 1,833 2,526 2,786 1,258 148 6,349 4,966 3,709 1,126 7,728 3,242
1973, 4,199 638 1,318 1,532 1,084 26 5,57 4,691 3,523 1,348 5,344 2,748
1974 .. . oo e 9,867 544 1.845 940 1,550 22 8,873 3,964 3,710 217 6,218 562
19757 17,006 1,670 2,751 1,470 3,430 1 9,658 6,235 3,464 1,002 6,459 488
1975 ~Apr.Too o coii i 1,498 233 294 211 97 | 794 586 354 61 156 9
384 242 141 415 1 845 704 153 260 379 10
123 384 194 1Y S R 838 640 362 |........ 603 45
64 229 227 338 ...l 715 324 254 16 1,081 22
1ot 141 70 | & 2 719 305 23 19 286 68
107 57 37 154 |........ 723 541 249 48 304 105
142 335 152 626 |........ 571 676 373 555 443 23
229 81 53 1,000 |........ 851 424 45 10 444 57
130 473 193 330 |........ 539 363 205 27 679 83
39 330 87 299 662 435 16 |........ 472 9
435 319 132 650 487 302 151 20 555 k¥l
405 216 84 323 747 1,411 577 1 875 146
60 567 115 319 ! 327 312 448 |........ 709 35
|

1 Gross proceeds are derived by multiplying principal amounts or

number of units by offering price.
2 Includes guaranteed issucs.
3 Issues not guaranteed.

4 See NOTE to table at bottom of preceding page.

5 Foreign governments and their instrumentalitics, International Bank
for Reconstruction and Development, and domestic nonprofit organ-

izations.

NoTE—Securities and Exchange Commission estimates of new issues
maturing in more than | year sold for cash in the United States.
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NET CHANGE IN OUTSTANDING CORPORATE SECURITIES

(In milli

ons ol dollars)

A39

1974—1V.......

1975

1975

Period

Period

All sceurities

New issles Re
13,363
Manu-
facturing
Bonds
and Stocks
notes
1,995 2,094
801 658
7,404 17
13,219 1.607
3,008 126
5,124 202
4,574 500
1,442 412
1,009 433

rirements | Net change  New issues | Retirements | Net change
ST - _ .
10,224 32,082 27,065 8,003 19,0062
11,804 ' 21,754 21,501 8,810 12,691
9,935 I 29,399 31,554 6,255 25,098
10,991 i 42,263 40,408 8,583 3,880
2,871 } 9,401 | 10,086 | 2,004 8,082
2,088 13,123 12,739 ‘ 1,587 1,172
3,001 12,390 11,460 2,336 9,124
2,576 6,503 6.654 2.1 | 4,543
3010 10,247 9.505 | 2,549 7,047
1
Type of issues
o .
Commercii. ! I'ranspor Public
and other 2 tation 4 utility
Bonds | Bongds Bonds
andd Stocks ind Stocks and Stocks
notes { notes notes
1,409 2,471 711 I 254 5.137 4,844
- 104 1,411 1,044 - 93 4,205 4, 5049
I, 16 --135 341 —20 7.308 3,834
1,605 1,137 2,165 65 7.236 6,015
240 ~-47 342 9 2,079 1,107
373 77 1 | 2,653 [,56Y9
483 490 429 7 1,977 1,860
221 108 147 | 53 1,395 1,043
S28 462 L8R8 ‘ 4 1,211 1,537
i

Derivation of change, all issuers®

Bonds and notes

Common and preferred stocks

INew issues  Retirements | Net change
15,242 2,222 13,018
12,057 2,993 9,064

7,980 3,678 1 4,302
12,787 2,408 10,377
2,186 866 1,319
2,452 501 1,951
4,142 875 3,260
2,425 465 1,960
3768 567 3,200
I
Communi- Real estate
cation and finaneial !
Bonds Bondds
and Stocks and l Stocks
notes notes

3,343 1,260 7,045 | 2,096

3,165 1,399 3,523 1,181

3,490 398 5,428 207

2,980 1,084 4,682 468
628 107 {,