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DOMESTIC FINANCIAL DEVELOPMENTS IN
THE SECOND QUARTER OF 1978

According to the Board’s quarterly report
to the Congress, credit flows to private
nonfinancial sectors  of  the cconomy
picked up in the second quarter.

SURVEY OF TIME AND SAVINGS DEPOSITS
AT COMMERCIAL BANKS, April. 1978

The volume of time and savings deposits
at insured commercial banks expanded
slightly more than 3 per cent over the most
recent survey period.

STATEMENTS TO CONGRESS

Governor Henry C. Wallich states that the
Board of Governors generally considers
desirable the goals of a bill to amend the
Small Business Investment Act of 1958,
and suggests amendment to permit banks
to make direct small business investiments
up to 10 per cent of their capital and
surplus and to protect the safety and
soundness of the banking system, before
the Subcommittee on Capital, Investment
and Business Opportunities of the Com-
mittee on Small Business, U.S. Senate,
July 20, 1978.

Governor Philip C. Jackson, Jr., presents
the views of the Board on proposed regu-
lations under the Community Reinvest-
ment Act, on the usefulness of the Home
Mortgage Disclosure Act, on the extension
for | year of Regulation Q authority, and
on establishing a proposed liquidity tacil-
ity for credit unions in testimony betore
the Subcommittee on Financial Institutions
Supervision, Regulation and Insurance of
the Committee on Banking, Finance and
Urban Aftairs, U.S. Senate, July 26,
1978.

636 Chairman G. William Miller expresses the

647
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support of the Federal Reserve for legisla-
tion that would promote competitive ¢q-
uity between banks that are members of
the System and other depositary institu-
tions and that would strengthen the Na-
tion’s financial system by stemming the
attrition of banks from the System in ftes-
timony before the Committee on Banking,
Finance and Urban Affairs, U.S. House
of Representatives, July 27, 1978, Similar
testimony was presented by Chairman
Miller before the Committee on Banking,
Housing and Urban Affairs, U.S. Scnate,
on August 14, 1978,

Chairman Miller reports that cconomic
growth has continued at a good pace into
the fourth year of expansion and that the
growth ranges for the monetary aggregates
are identical to those announced 3 months
earlier, even though a longer-range cflort
to treat the structural problem of inflation
also is necessary, before the Committee
on Banking. Finance and Urban Aflairs,
U.S. House of Representatives, July 28,
1978.

Governor Philip E. Coldwell testifies on
his concern about the continuing crosion
of membership in the Federal Reserve and
the belief that pricing for Federal Reserve
services without reducing the burden of
membership  will turther contribute to
banks leaving the System, before the
Committee  on  Banking, Finance and
Urban Affairs, U.S. House of Repre-
sentatives, July 31, 1978,

Chairman Miller states that the Board has
found compliance with the letter and spirit
of the Government in the Sunshine Act
not to be unreasonably burdensome al-
though there have been additional costs



656

670

697

and some procedural ditficulties and sug-
gests certain amendments to the act, be-
fore the Subcommittee on Federal Spend-
ing Practices and Open Government of the
Committee on Governmental Aftairs. U.S.
Senate, August 4. 1978,

RECORD OF POLICY ACTIONS OF THE
FEDERAL OPEN MARKET COMMIT IEE

At the mecting on June 20, 1973, the
Committee decided that the ranges of tol-
crance for the annual rates of growth over
the June -July period should be 5 10 10
per cent for M-1 and 6 to 10 per cent for
M-2. The Committee agreed that during
the conning inter-mecting period  opera-
tions should be directed initially toward
a Federal funds rate of 7% per
slightly above the prevailing level of 7Y%
per cent. Subsequently, if the 2-month
growth rates of M-1 and M-2 appeared to
be significantly above or below the mid-
points of the indicated ranges, the objec-
tive for the funds rate was to be raised
or lowered in an orderly fashion within
a range of 7% 10 8 cent. It was
understood that in assessing the behavior
of the aggregates the Manager should
continue  to  give approximately  equal
weight to the behavior of M-1 and M-2.

cent,

per

L.Aw DEPARIMENT

Various regulatory amendments and inter-
pretations, bank holding company and
bank merger orders, und pending cases.

ANNOUNCEMENTS

The Board is seeking suggestions from the
public as to qualified persons to fill up-
coming vacancies on its Consumer Advi-
sory Council.

Regulation 7. has been amended in regard
to the ““cooling ofl 7 period for consumers
who pledge their home as security in
open-end credit arrangements.

The Board has proposed an amendment to
Regulation Y to make check verification
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AT70
AT2

A73

A74
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A78

a permissible activity for bank holding
company subsidiaries. It has also proposed
a rule under Regulation Q that would
lighten the penalty  required for carly
withdrawal of time deposits at member
banks.

The Board has approved an exemption
from the requirements of the Federal
Home Mortgage Disclosure Act for State-
chartered banks and other depositary in-
stitutions in Connecticut and has annulled
the exemption for similar institutions in
Hlinois.

The Board has extended its monthly sur-
vey of consumer credit at commercial
banks and has made a number of changes
in the reporting form.

INDUSTRIAL PRODUCTION

Output increased an estimated 0.5 per cent

in July.

INDEX OF THE WEIGHTED-AVERAGE
EXCHANGE VALUE OF THE
U.S. DonLAR: REVISION

Description of the nature of this revision.

FINANCIATL. AND BUSINESS STATISTICS
Domestic Financial Statistics
Domestic Nontinancial Statistics
International Statistics

GUIDE TO TABULAR PRESENTATION
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Domestic Financial Developments in
the Second Quarter of 1978

This report, which was sent to the Joint Eco-
nomic Committee of the U.S. Congress, high-
lights the important developments in domestic
financial markets during the spring and early
summer.

Credit flows to private nonlinancial sectors of
the economy picked up in the second quarter
of 1978, as over-all economic activity re-
bounded from the weather- and strike-depressed
pace of the first quarter. Nonfinancial corpora-
tions increased their reliance on short- and in-
termediate-term borrowing, while their offer-
ings of long-term seccurities remained moderate.
In the houschold sector, consumer credit con-
tinued to expand strongly. supporting the ad-
vance in purchases of durable goods—especially
automobiles. The volume of mortgage financing
grew somewhat from the rate of the first quarter
when it had been especially aflected by the harsh
weather, but it was still well below the record
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of late last year. The Treasury moderated its
net borrowing on a scasonally adjusted basis,
but bond issuance by State and local govern-
ments increased slightly, bolstered by a large
volume of advance refunding issues in carly
May.

The strong rise of spending in the sccond
quarter was accompanicd by a marked acceler-
ation of quarterly growth in M-1 to a record
annual rate of 9% per cent, well above the upper
end of the longer-run range cstablished by the
Federal Open Market Committee for the year
extending from the first quarter of 1978 to the
first quarter of 1979. Broader measures of
money, M-2 and M-3, grew a little faster than
in the first quarter but remained well within their
respective  longer-run ranges: interest-bearing
deposits included in these broader aggregates
grew more slowly than in the carlier quarter.
In June, however, expansion of deposits subject
to regulatory ceilings on interest rates  was

NOTES:
Monthly averages  except  for
F.R. discount rate and  conven

tional mortgages (based on quota
tions tor one day cach month).
Yiclds: U.S. Treasury bills. market
yiclds on 3-month issues; prime
conmunercial paper, dealer offering
conventional  mortgages,
rates on first mortgages in primary
markets, unweighted and rounded
basis

Conventional
mortgages
HUD

rales;

o nearest S points, from

U.S. Government Dept. of Housing and Urban De
’ velopment;  Aaa uatility  bonds,
weighted averages of new publicly
offered bonds rated Aaa, Aa, and
A by Moody's Investors Service

/

State and local

government and adjusted to Aaa basis; U8,
Govt. bonds. market  yields ad

justed to 20 year constant maturity

by U.S. Treasury: State and local

1977 : 78 govl. bonds (200 issues, mixed

quality). Bond Buyer.
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buoyed by the introduction of the new *money
market™ time certificate.

Efforts by the Federal Reserve to restrain
rapid growth in the monetary aggregates re-
sulted in a further upward movement of the rate
on Federal funds (overnight loans of immedi-
ately available bank funds) amounting to about
I percentage point over the quarter. Beginning
in mid-April, the gradually rising rate on Fed-
eral funds prompted member banks to increase
their borrowing at the discount window. In
response to sizable member bank borrowings as
well as to general interest rate developments,
the Federal Reserve boosted the discount rate
Y2 of a percentage point in mid-May and a
further 4 of a percentage point in carly July.

The rise in the Federal funds rate, in an
environment of continued strong demand tfor
short-term credit, was accompanied by advances

Changes inoselected monetary aggregates

Per cent, seasonally adjusted annual rates

in other short-term market interest rates of 60
to 130 basis points during the second quarter.
Rates in intermediate- and longer-term credit
markets moved 35 to 75 basis points higher,
reflecting not only the increases in short-term
rates but apparently also some upward re-evalu-
ation in general expectations as to longer-run
inflationary prospects.

MONETARY AGGREGATES
AND BANK CREDIT

Much of the pick-up in growth of the key
monetary aggregates in the second quarter was
accounted for by a surge in demand deposits
at commercial banks occurring in April. The
bulge in checking account balances that month
was related in part to the processing of an

1977 1978
Ttem 1978 1976 1977
Q2 l Q3 Q4 Q1 QR
Moember bank reserves:
Total ..ooinriiiiiiiiniinnn e -3 1.0 5.2 2.9 7.3 6.1 8.5 6.5
Nonborrowed ..........ccoiovunniinnns 3.2 L2 2.7 1.8 1.7 3.5 14.5 .5
4.4 5.7 7.9 8.1 8.1 7.5 5.6 9.5
8.3 10.9 9.8 9.9 9.9 8.2 6.9 8.3
11.1 12.8 11.7 10.2 11.9 10.7 7.7 8.0
6.5 7.1 10.1 8.2 9.5 109 10.4 10.4
9.6 10.3 11.8 9.6 11.6 12.3 9.8 9.3
Time and savings deposits
- -at commercial banksp¥ "=
7Jotal Jexcluding large negotiable CD's) .. 1.7 15.0 1.2 9.7 11.2 8.6 7.9 7.4
Savings ... A 17.5 25.0 1.1 8.8 7.3 5.4 2.6 1.6
Other time . 7.8 7.4 11.4 10.5 14.6 11.6 12.7 12.3
Deposits at thrift institutions® ............... 15.6 15.8 14.6 11.9 15.0 14.4 8.9 7.5
MEMO (change in billions of dollars,
seasonally adjusted):
Large negotiable CD’s at large banks ... -5.6 -19.1 8.0 -2 .7 7.1 8.8 6.5
All other large time deposits® ............ ~3.7 -1.0 109 -.5 5.2 5.6 54 3.5
Small time deposits ............ .. 18.6 16.5 14.9 6.6 3.3 1.4 2.5 4.3
Nondeposit sources of funds* -2.9 16.6 11.0 1.8 4.5 4.5 5.0 2.7

' M-I is currency plus private demand deposits adjusted.
A 2 s M-1 plus bank time and savings deposits other thun
large negotiable CD's. M-3 is M-2 plus deposits at mutual
savings banks and savings and loan associations and credit
union shares. M-4 is M-2 plus large negotiuble CD's. M5
is M-3 plus large negotiable CD’s.

2 Savings and loan associations, mutual savings banks, and
credit unions.

Total large time deposits less negotiable CD's at weekly
reporting banks.

* Nondeposit sources of funds include borrowings by com-

mercial banks from other than commercial banks in the form
of Federal funds purchased, securities sold under agreements
to repurchase, and other linbilitics to own forcign branches
(Euro <dollar borrowings), loans sold to adliliates. loan repur
chase agreements, borrowings trom Federal Reserve Banks,
and other minor itenis.

No1E.  Changes are calculated from the average amounts
outstanding in each quarter. Annual rates of change in reserve
measures have been adjusted tor changes in reserve require-
ments.
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unusually large volume of personal income tax
payments. The rate of expansion of M-1 fell
oll substantially in May and June. but the rapid
average pace for the 3 months as a whole
appears to have indicated continuing strong
needs for transactions balances associated with
the rebound in cconomic activity.

Growth in M-1 over the second quarter,
however, was well below that of nominal GNP,
and the rate of increase of M-1 velocity, esti-
mated at 7% per cent, was the largest since early
1976. The marked acceleration of velocity ap-
parently reflected the usual delay in the adjust-
ment of cash balances to ubrupt changes in
spending as well as the depressing cifect on
money demand of recent increases in interest
rates.

Although M-2 expanded somewhat faster in
the second quarter than in the first, growth in
the interest-bearing component of this measure
moderated as the result of a slackening in the
expaasion of large-denomination time deposits.
In contrast, growth in the total of small-denom-
ination time and savings deposits at banks re-
covered somewhat during the quarter, despite
a further increase in market yields above the
regulatory ceiling rates on these deposits. While

inflows of savings deposits at banks slowed a
little from the already reduced pace of the pre-
ceding quarter, growth of small-denomination
time deposits rose sharply, reflecting in part the
introduction in June of new 6-month and 8-year
time certificates.

Survey data for June suggest that most of the
pick-up in the expansion of small-denomination
time deposits was attributable to the 6-month
money market certificate. which attracted a siz-
able volume of funds in the tirst month it was
offered. By the end of the month commercial
banks had issued around $2 billion of these
certificates, the interest rate ceiling on which
varies with the discount yield in the weekly
auctions of 6-month Treusury bills. As antici-
pated, sales of money market certificates were
even stronger at thrift nstitutions, owing to the
advantage of the higher rate ceiling of % of a
percentage point permitted those institutions as
well as to their generally more vigorous promo-
tional efforts. Roughly $5 billion of the certili-
cates were issued by savings and loan associa-
tions in June: sales by mutual savings banks
amounted to around $1.6 billion. The new cer-
tificates boosted net inflows of deposits to thrift
institutions substantially in June by attracting

Preasuny viehhinves oo deposi i ceniing

Per cent per annum

9
Juoe 30. 1978

+ March 31, 1978 —f:: 8
Céilings at 1
commercial banks

Ceiling at S&L’s
i . 7
J:: 0
| | | 1 1 ! | | 0

| 2 3 4 5 6 7 8
Years to {nalurity” )

b Maximum yicld on “tmoney market’ time deposits at
thrift institutiony ke Jane 30, 1978,

* Maximum yield on “fmoney market” time depaosits at
commercial banks kor June 30, 1978,

Data retlect unnual ettective yields. Ceiling rates are yields
derived from continuous compounding of the gominal ceiling
rates. Market yield datic are on an investment yield basis,
Higher ceiling on 8 year certiticate eflective June |, {978,
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contributed to the increased reliance on short-
and intermediate-term finance in the second
quarter by discouraging a number of corpora-
tions—Tlarge industrial concerns in particu-
lar—{rom raising money in the bond market.
As a result of the emphasis on shorter-term
credit and the limited acquisitions of liquid
asscts, corporate liquidity (as measured by the
ratio of liquid assets to short-term liabilities) is
estimated to have moved lower over the quarter,
although, at the current level, it remains well
above the record low in 1974,

Stock prices surged in mid-April and early-
May and continued to move higher throughout
most of the rest of the quarter. The New York
Stock Exchange index of industrial stock prices
increased almost 10 per cent over the quarter
(more than reversing the first-quarter decline),
while average stock prices on the American
Exchange and in the over-the-counter market
rose more than 12 per cent. The major exception
to this general pattern was the prices of utility
stocks, which were largely unchanged over the
quarter, perhaps in response to generally rising
interest rates. The volume of common and pre-
ferred stock offerings continued light during the
second quarter and was well below its average
level during 1977. Even though price-carnings
ratios rose somewhat over the quarter, they
remained quite low and may have been largely
responsible for the continued slow pace of new
equity sales.

GOVERNMENT FINANCE:

Gross bond sales by State and local governments
increased during the second quarter to a season-
ally adjusted annual rate of $48 billion, just
below the record level in the second quarter of
1977. At the same time, the Bond Buyer index
of tax-exempt bond yields rose sharply, from
5.69 per cent at the beginning of April to 6.29
per cent at the end of June. The substantial
increase in the volume of tax-exempt offerings
largely reflected a surge in advance refundings
in late-April and carly-May, undertaken in an-
ticipation of the mid-May cftective date of a

ruling by the Internal Revenue Service that
would curtail invested sinking fund issues. The
major purchasers of tax-exempt issucs continued
to be property-casualty insurance companics and
commercial banks.

The Treasury borrowed a total of only $2.5
billion (not scasonally adjusted) during the sce-
ond quarter. a period in which large tax receipts
usually reduce Treasury financing needs. State
and local governments. using the proceeds of
their advance refundings. made sizable pur-
chases of nonmarketable debt, more than oft-
setting paydowns of special foreign issues. In
all, outstanding nonmarketable debt, including
savings bonds, increased by just over $3 billion.
Total marketable debt outstanding was reduced
slightly, reflecting a $6 billion decrease in the
stock of outstanding Treasury bills that was only
partly offset by an increase of $5.3 billion in
outstanding coupon issucs. Net financing by
Federally sponsored credit agencies reached al-
most $6 billion, the largest for any quarter since
mid-1974. As in the first quarter of 1978 and
in the 1973-74 period, most of the surge in
agency borrowing was related to housing. with
the Federal National Mortgage Association
(FNMA) and the Federal home loan banks
seeking to oftset the depressing cifects on mort-
gage lending. of slower flows of deposits into
thrift institutions.

Increases in Treasury coupon yields were
generally in line with yield increases on private
longer-term securities, but upward movements
in bill rates were moderate in comparison with
second-quarter increases in the Federal funds
rate and in yields on commercial paper. The
smaller increase in bill rates appears to reflect
a decline in the supply of these issues avatlable
to private investors. As part of an elfort to
lengthen the maturity of its outstanding debt,
the Treasury for several quarters has not allowed
the stock of bills to increase significantly, except
for scasonal cash management purposes; during
the second quarter it redeemed nearly $6 billion
of outstanding bills. In addition, the demand for
bills was boosted earlier in the year by the
acquisitions of foreign official accounts in con-
junction with eflorts to damp fluctuations in
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Federal Government borrowing and cash balance
Quarterly totals, billions of dollars, not seasonally adiusted
o o 1977 1978
Ttem — :
. :.Q3. Q1 rqz [ Q3 [ Q@ | Qr | @
Ttenury ﬁnancmg o . )
Budget surplus, or deﬁcxt (— i -13.0 -22:8 . .-18.7 86 122 -288 -258 14.0
Oﬁ~bud et deficit L7 o L i e seier i raene . ] ~1.8 4 -4.3 A~"49 -1.3 -3.7 -2.2
- Net cash. borrowinas, or mpayments (,.) 18.0 17.4 17.6 -1.1 419.5 20.7 20.8 2.5
thér-means of financing®......... =7 ~.8 2.7 -4 4 2.6 2.8 -3.2
Change in cash bnlance Crereeens . 2.6 5.7 -2.6 7.2 12.8 -6.8 -5.9 11.1
Feﬁemlly sponsored credn agcncms. oo
net cash borrowings® [, O 1.7 4 7 3.0 1.8 2.0 4.5 6.2

' Includes outlays of the Pension Benefit Guaranty Corpora-
tion, Postal Service Fand, Rural Electrification and ‘Telephone
Revolving Fund, Rural “Telephone Bank, Housing for the
Elderly or Hundicapped PFund, and Federal Financing Buank.
All dita have been adjusted to reflect the return of the Export-
Import Bank to the unitied budget

2 Checeks issued less checks paid,
transactions.

3 Includes debt of the Federal Home Loan Mortgage Cor

acerued items, and other

exchange rates. In the second quarter, the Fed-
cral Reserve System made substantial purchases
as it supplied reserves to the banking system,
which more than offset a decline in holdings
by foreign ofticial institutions.

MORTGAGE AND

CONSUMER CREDIT

Net mortgage fending increased during the sec-
ond quarter, thus recovering somewhat from the
weather-depressed rate in the first quarter. In-
creased net lending by commercial banks, and
greater support from secondary market institu-
tions like FNMA, more than offset reduced
mortgage lending at savings and loan associa-

tions and mutual savings banks. Even so, nct
new mortgage formation remained approxi-

mately 10 per cent below the peak volume in
the final quarter of 1977. Almost all of the
decline in net mortgage lending during the first
half of 1978 was attributable to the weakness
in residential mortgage lending. which depends
most heavily on savings and loans. In contrast,
net flows of commercial mortgage credit are
estimated to have remained relatively strong.
The slower growth of mortgage credit at
savings and loan associations was due primarily
to adjustments in lending policies that took

poration, FFederal home foan banks. Federal land banks, Federal
intermediate credit banks, banks tor cooperatives, and Federal
National Mortgage Association (ncluding discount notes and
seeurtties guaranteed by the Government National Mortgage
Association)

T Includes $2.5 billion of borrowing from the Federal Re
serve on September 30, which wus repaid October 4 after the
new debt ceiling bill became law,

'Revised.

account of the declining trend in deposit in-
flows. Although the introduction late in the
period of new 6-month and 8-year certificates
led to increased deposit flows in June, deposits
grew only 9 per cent in the first quarter and
8 per cent during the second quarter, on sea-
sonally adjusted annual bases, substantially less
than during 1977. Because savings and loans
relied heavily on advances from Federal home
loan banks and on other borrowings to help
sustain mortgage lending, borrowings as a per
cent of total assets approached the high levels
of 1974, In addition, the liquidity ratio at in-
sured savings and loans—as measured by the
ratio of cash and liquid assets to the sum of
deposits plus short-term borrowings—have de-

Deposits at savings and loans

Annual rate of change, per cent

[ g 16

Q2 Q3 Q4

QI Q2
1977 1978

Scasonally adjusted. Quarterly averages at annual rates.
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Net change inomortgage debt outstanding

Billions of dollars, scasonally adjusted annual rates

1977° 1978
Change—
, @ 'Tos [ @ |orr [ @
By t of property:
otal J.o.ooiiiiiiiiii 136° 142 152 132 136
Residential . L3S 11T 99 102
Other! ..................... 23 27 35 33 34
By type of holder:
Commercial banks ........... 27 32 31 25 31
Savings and loans ... | 59 62 63 53 51
Mutual savings banks ....... 6 8 8 7 6
Life insurance
COMPANIES .....covevvenn... 4 5 9 6 7
FNMA and GNMA ......... 6 -3 * 6 12
Other? ... ......cooiviviiinns 34 38 41 35 29

' Includes commercial and other nonresidential as well as
farm properties.

2 Includes mortgage pools backing securities guaranteed by
the Government National Mortgage Association, Federal Home
Loan Mortgage Corporation, or Farmers Home Administration,
some of which may have been purchased by the institutions
shown sceparately.

* 1ess than $500 million.

" Revised.

¢ Partially estimated.

clined for the three consecutive quarters, reach-
ing a seasonally adjusted level of 8.3 per cent
at midyear, only 0.7 of a percentage point above
its trough in the third quarter of 1974. The
minimum required liquidity ratio, which is set
by the Federal Home Loan Bank Board, was
reduced to 6.5 per cent, etfective May 1. Sav-
ings and loan associations also responded to

their generally slower deposit inflows by con-
tinuing to decrease their outstanding mortgage
commitments, which by the end of June were
about 9 per cent below their peak of more than
$34 billion at the end of 1977.

The average interest rate on new commit-
ments at savings and loans for conventional
home mortgages with 80 per cent loan-to-value
ratios rose from 9.3 per cent at the end of the
first quarter to around 9.7 per cent at the end
of May, but remained stable throughout June
and into July. This stabilization of the rate on
new residential mortgages may have been due
in part to the stimulative eftect that the new
deposit instruments had on the supply of deposit
money to thrift institutions during these months.

The strong expansion of consumer instalment
credit, the other major form of household in-
debtedness, continued unabated during the sec-
ond quarter of 1978, as the annual rate of growth
apparently exceeded the first quarter pace of 17
per cent. The major stimulus to instalment bor-
rowing continued to be automobile sales, credit
for which accounted for nearly half of all new
instalment credit. With the further growth in
credit, measures of household debt burdens
generally increased during the quarter. The ratio
of mortgage and consumer credit to disposable
income, for example, reached a record level at
midyear. O



623

Survey of Time and Savings Deposits
at Commercial Banks, April 1978

Over the 3-month interval ended April 26, 1978,
the volume of time and savings deposits at
insured commercial banks. not adjusted for sca-
sonal variation, expanded slightly more than 3
per cent. This increase, although smaller than
in the preceding 3 months. was the strongest
growth during a February--April period since
1974." As in 1974, relatively high market inter-
est rates himited net inflows to savings and
small-denomination (less than $100.000) time
deposits, which are subject to Federal regulatory
ceilings on rates payable. To help finance a rapid
expansion of bank credit in the face of less-than-
seasonal growth of deposils subject to interest
rate ceilings, banks sold a substantial volume
of large-denomination ($100,000 or more) time
deposits.

Growth patterns of the various types ol time
and savings deposits in the February -April pe-
riod closely resembled those evident since the

s

. W

Nore. --John R. Williams of the Board’s Division
of Research and Statistics prepared this article.

' Surveys of time and savings deposits (STSD) at all
member banks were conducted by the Board of Gover-
nors in late 1965, in carly 1966, and quarterly in 1967.
In January and July 1967 the surveys also included data
for ull insured nonmember banks collected by the Fed-
cral Deposit Insurance Corporation (FDIC). Since the
beginning of 1968 the Board of Governors and the FDIC
have conducted the joint quarterly surveys to provide
estimates for all insured commercial banks based on
a probability sample of banks. The results of all carlier
surveys have appeared in previous BupLiiiNns from
1966 to 1978, the most reeent being NMawe 1978

The current sumple  -designed to provide estimates
of the composition of deposits — includes about 560 in-
sured commercial banks. For details of the statistical
methodology. see ““Survey of ‘Time and Savings De
posits, July 19767 in the But teriN for December 1976,

Detailed data for the current swivey (formerly con-
tained in appendix tables) are available on request from
Publications Services, Division of Administrative Sery
ices. Board of Governors of the Federal Reserve Sys-
tem, Washington, D.C. 20551

April 1977 survey. Over the year, net savings
inflows averaged less than $2%  billion per
quarter, and small time deposits grew only S11
billion on average: in contrast, large time de-
posits rose an average S11 billion per quarter.
Morcover, within the category of small time
deposits all growth was concentrated among
deposits with long maturities. while such de-
posits maturing in less than 4 years registered
net outflows. Inflows to the long-maturity de-
posits have remained strong in the latest survey
interval despite continued increases in compet-
ing market rates; by the end of April, yields
on Treasury securities of comparable maturities
surpassed bank rates even on time deposits of
the longest maturity -6 years or more.*

SAVINGS DEPOSITS

Although market rates on alternative short-term
investments, such as 90-day Treasury bills, ex-
ceeded by more than | percentage point the
maximum allowable  savings  deposit  vield
throughout the latest intersurvey period. a mod-
crate pick-up in savings deposit growth. not
scasonally adjusted, occurred at commercial
banks. Still, the 1% per cent increase was the
smallest recorded between the January and April
surveys since 19730 suggesting that investor
interest in alternative short-term instruments,
including money market mutual funds and

Treasury bills, retarded savings inflows.

? Eflective June 1.
deposits became availuble at banks. One is an -year
minimum-maturity account havrg 0 maximum allow-
able interest rate of 8 per cent. The other has a maturity
of exactly 6 months with the ceiling interest rate tied
to the discount yield on 6 month Treusury bills.

1978, two new categories ol time
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Compared with the preceding 3 months, the
stepped-up growth in savings deposits during
the February--April period reflected somewhat
faster growth in accounts held by individuals
and nonprofit institutions, as well as a net inflow
to accounts of business following net outflows
the preceding 3 months. Governmental units
increased their holdings of savings deposits 4%
per about matching the change in the
October- January period. Like that in January,
the April survey indicates that a few large banks
raised offering rates on savings deposits. As a
result of these increases. the average rate paid
on savings deposits, weighted by the dollar
amounts outstanding. edged up to 4.93 per cent
from 4.92 per cent in January.

cent,

1.
1977, and January 25, and April 26, 1978

SMALL-DENOMINATION
TIME DEPOSITS

By the end of April, market yields had moved
above the maximum allowable returns  that
commercial banks could offer on small time
deposits issued to individuals and to businesses
for all comparable maturitics. Nevertheless,
with more than 90 per cent of offering banks
paying the ceiling rates of interest on most
deposit categories, banks experienced continued
strong inflows to the popular long-maturity de-
posits on which regulatory ceilings were closest
to competing market yiclds. In the Febru-
ary—April period, deposits maturing in 6 years
or more continued to lead the expansion of small

Types of time and savings deposits held by insured commercial banks on survey dates, October 26,

Type of deposit

Number of issuing banks

Oct. 26 Jan. 25
Total time and savings deposits. .. ........... 14,409 14,245
SAVINES . ¢ ot i i i 14,409 14,245
Issued to:
Individuals and nonprofit organizations. .. 14,409 14,245
Partnerships and corporations operated for
profit (other than commercial banks). 9,141 9,374
Domestic governmental units 7,891 8,391
Allother................. 724 1,251
—IRA and Kcogh Plan time deposits wish
orieiral malurilise-wd 3 years or more. 8,808 9,088
Other interest-bearing time deposits r—de-
nominetiens-of less than $100,000. ... ... 14,166 14,090
Issued to: !
Dome.sm gm'('rnnwnlul uml.\ ............. 10,838 10,688
Ace. v sk L maturity-efse?
0upto90days...oooiviiiiian 5,147 5,201
Oupto 180days..........oovviienns 8,008 7,367
180 days up to | year cee 4,802 4,882
lyearand over...........ovvuvunnnn. 8,431 8,680

Other than domestic governmental units. .

Accounts-with-eriginat-maturity-ef: _-j

3upto90days.........i Tl 6,638 6,629
90 upto 180 days......coounn.. . 11,699 ! 11,751
180 days up to | year 8,999 8,808
lupto2lh years. o ovivi e, 13,825 13,508
2 uptodyearsl L.l 12,549 12,476
4 up to 6 yearst. . 12,401 12,390
6 years and over! 8,894 9,198
Interest-bearing time depusits in denemina-
$iens of $100,000 or more™............. 11,636 | 11,747
Non—inlcres(—be:lring ljme deposits. ..., 1,686 1,625
Less than $100,000. . ... ....cooo. .. 1,381 1,379
$100,000 or more. o oo i 720 623
Club accounts (Christmas savings, vacation,
or similar club accounts).............. 8,929 9,124

Deposits
e e
/ﬂﬂlllmnx of dollars Percentage change
Apr. 26 Oct. 26 Jan, 25 Apr. 26 | Oct.26- | Jan. 25-
; Jan, 25 ‘ Apr. 26
14,339 529,862 548,142 565,130 3.4 3.1
14,339 216,896 218,390 222,065 0.7 1.7
14,339 201,011 202,513 205,828 | 0.7 1.6
9,754 10,808 10,558 10,678 -2.3 I.1
8,361 4,968 . 5,206 5,443 4.8 4.6
1,081 108 112 116 3.5 3.9
9,434 1,546 2,084 2,562 34.8 22.9
14,102 165,097 166,717 170,191 1.0 2.1
11,135 4,334 4,118 4,244 ~5.0 3.1
5,153 949 862 870 --9.1 0.9
8,658 1,396 1,243 1,281 -10.9 3.0
5,134 823 854 830 3.7 -2.8
8.750 1,166 1,159 1,263 ~0.6 9.0
14,102 160,764 162,598 165,946 1.1 2.1
6,439 7,327 6,250 5,838 -14.7 -6.6
11,635 30,620 31,459 30,791 2.7 --2.1
8,605 3,539 3,587 3.114 1.4 —13.2
13,832 34,601 33,977 34.075 —1.8 0.3
12,750 18,539 18,463 19,181 ~-0.4 3.9
12,610 50,366 50.848 52,251 1.0 2.8
9,455 15,766 18,0t6 20,697 14.3 14.9
11,369 140,451 156,122 164,868 11.2 5.6
1,650 4,052 4,019 3,937 0.8 —2.0
1,377 862 692 617 -19.8 --10.8
668 3,190 3,327 3,320 4.3 —0.2
! |
9,245 1,820 811 | 1,507 --55.4 85.8

! Excludes all IRA and Keogh Plan accounts with original maturity
of 3 years or more.

NOTE.—AIl banks that had either discontinued offering or never
offered certain types of deposit as of the survey date are not counted

as issuing banks. However, small amounts of deposits held at banks
that had discontinued issuing certain types of deposit are included
in the amounts outstanding.

Details may not add to totals because of rounding.
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2. Small-denomination time and savings deposits held by insured commercial banks on April 26, 1978,
compared with January 25, 1978, by type of deposit, by most common rate paid on new deposits in each
category, and by size of bank

Size of hank Size of bank
’ (toml dL[)OSlls in millions of dolldrs) (total deposits in millions of doltars)
: All banks e e - All bunks R e
Deposit groupgind dis-
tnlg)utnon of (I«.ﬁ:\sm by Less than 100 100 and over Less than 100 100 and over
most common rate . I S e ] S
| i :
Apr. 26 | Jan. 25 | Apr. 26 | Jun. 25 ' Apr. 26 ' Jan. 25 | Apr. 26 | Jan. 25 | Apr. 26 1 Jan. 25 Apr. 26, Jan. 25
A B L — e L L [
. Amount of deposits (in millions of dollars),
i Number of banks, or percentage distribution or percentage distribution
I_ — - a— - - T T —— [Ep—— . —— —_—— - . . e e — ——_—— -
Savings deposits ' | . | |
Individuals and non- ) | | i :
profit organizations| i ) ‘
Issuing banks. ...... 14,339 14,245 13,255 | 13,212 1,084 ' 1,033 {205,828 202,513 | 77.861 76,786 127,967 125,727
Distribution, total. 100 100 100 100 100 100 100 4 100 | I 100 1 100 ‘ 100 | 100
4.00 less . 4.3 i 4.3 4.4 5.1 4.1 3. 3.1 3.6 3.4 1 3.3 3.0
4,01 (lrﬂ(t)% 9.4 32 ! 9.8 9.8 ‘ 4.5 | 6.7 7.5 9.5 ‘).‘), 9.6 } 6.0 9.4
4.51-5.00. .. 86.3 86.0 - 86.0 8§5.8 1 90.4 ‘ 89. 1 89.1 ° 87.4 86.5 87.0 90.7 87.5
Paying ceiling rate'...|  86.3 86.0 86.0 . 85.8 90.4 $9.1 89.1 87.4 | 86.5 87.0 90.7 87.5
Partnerships and cor- . I ~
porations | , | | !
Issuing banks....... 9,754 9,374 8.683 8.356 | 1,071 £,009 | 10,678 ‘ 10,558 3,366 3.195 7,312 7.363
l)istribuliclm, total. . . 100 100 00 | 100 | 100 ' 100 100 100 o 100 100 ;100
4000rless. ... .. 1.4 1.3 1.4 1.4 .8 .5 .5 .6 1.2 1.1 g .4
401 4.50... 000 80 76, &S| 80 37 47| 48 57 4l syl 4ol 57
4.51-5.00......... 90.7 91.0 90.1 90,6 95.5 94.7 94.7 1 93.6 92.4 93.1 95.8 93.8
Paying ceiling rate!. .. 90.4 90.8 89.8 ° 90.3 95.5 94.7 94.7 93.6 92.4 93.0 95.8 93.8
i I
Domestic govt. units ! i i )
Issuing banks. ...... 8,361 . 8,391 7,627 7.690 ‘ 734 701 5,443 5,206 | 3,062 - 2.760 2,381 2.447
Distribmi‘lm, total...1 100 100 100 100 | 100 100 100 100 100 100 100 ! 100
4.00o0rless....... 3.7 3.7 4.0 4.0 .1 .7 1.0 1.4 1.7 .81 .9
4.01 4.50.. 10.9 10.7 | 1.7 11,3 . 3.3 4.2 3.3 7.1 5.1 11.0 ] L1 2.6
4.51 5.00 85.3 85.6 ; 84.3 84.7 ° 96.5 95. 1 95.6 91.5 93.3 | 87.2 98.7 1 96.5
Paying ceiling rate'...  85.0 85.3 1 83.9 ‘ 84.4 96.5 95.1 95.5 91.5 93.0 ' 87.1 98.7 96.5
All other i : ! ‘
9 i : .
Issuing banks. ...... 1,081 1,251 912 | 1,104 169 147 L6 112 29 i 37 . 87 - 75
Distribution, total. .. 100 100 v 100 ¢ 100 100 100 100 100 i 100 | 100 . ] 100 )
4.00 orless....... }().6 9.8 ‘g% ;(‘]2 ;‘; (72).0 l.‘l‘ l.‘lt I).‘) ! I 7 2 ‘Zl).J
4.01-4.50. . 9.6 i18.9 22, 24, 2 B . (2 . . .3
4.51-5.00 69.8 71. '( ' 65.6 67.7 92.6 98.0 98.5 98.5 9g. 1 980 98.6 98.7
Paying ceiling rate!...© 69.8' 71.3" 656, 67.7 92.6 98.0 98.5 98.5 98.1: 98.0 98.6 98.7
IRA and Keoph Plan time : ! '
de()\ll\ w.u.h-nngmu{ ' !
trturibiea—e{ 3 vears : , i
Lysuing banks . ... L 9,434 9,088 ‘ 8,456, 8051 o918 o3| 252 2,020 1,009 | w46 1.523 | 1.236
Distribution, total . . ... o100 | 100 1 100 100 100 100 100 100 100 100 1100 100
SR R T ] e e ) Tae] e el e Mg T
6.01-7.00, .. . 5. O 3. . . . . . . .
7‘ 01-7. <() 44.4 48.1 45.6 49.2 . 34.0 37.7 38.2 39.0 1 49.3 52.1 30.6 30.1
7.51-7.7 .. 399 38.61 37.8 36.9 57.7 53.9 56.4 55.8 . 43.7 41.8 | 650 . 053
Paymg cellm;{ ratel 3909 : 38.6 | 37.8 36.9 57.7 53.9 56.4 { 55.8 | 43.7 41.8 '  65.0 65.3
Time dcposlljm-doumilm-: ) ; | ‘ . ‘ ; ! '
e fess than ! - i .
$100,000 : ! w ’
[)on_lcstjc govt. units: ' , |
- . . ;
Q AwysS .
0 “‘Liﬂ..’\i’ té;l.f-\ks. L. 50153 5,201 1 4,446 1 4,540 708 ‘ 661 843 862 ’ 465 532 ‘ 378 330
Distribution, totai. ... 100 100 \ ’ 1()(2) ¢ I 100 , 100 1 100 100 wo ! o100 100 100 | I()(Il
S8 2.5 1 3. ; 3.3 .8 2.4 1 .6 () ) NN 6
0o o605 640 | s84 639 732 722 | S0 5707 427 55.6 63.3| et
5.01-5.50. . . I 9.2 {0.0 } 9.9 10.7 5.1 5.6 8.4 11.4 5.6 10.9 | 117 12,2
550775, 0. | 278 2090 289 2220 209 18| 3907 3030 SLT 336|248 | 251
Paying ceiling rate!. .| .1 1.2 (2) 1.4 .5 (2) (2 2™ 5.2 @ o™
! i |
¢ 4 :
e e e AR ! 8.658  7.367 7833 6.563 825 804 | 1.280 | 1,224 944 903 /6 3
Distribution, total. .. 100 100 100 | 100 , 100 100 100 100 [ 100 100 100 100
5 1 o 4 1.0 .5 . .3 1.6 (2) . 2 (2) ) .2
25(1)(;-():)\'s 8.6 1.4 9.0 1.9 5.1 6.6 7.6 ‘).4? 8.3 10.4 5.8 | 6.7
5.01-5.50...... 4754 76.4 75.0 76.1 79.21  78.6 72.2 69.2 0 71.7 67.91 73.4 73.0
550 7750 .0..... ©15.5 1.3 15.5 11.0 15.3 13.3 20.2 2.3 | 20.0 21.7 20.8 20. 1
Paying ceiling rate). .. .1 (2) (%) i (2) -8 (2) 1 @ 0 » (@) 5 | 2)
to 1 ye ) : |
180 1?\)3-:: bxnkzrt Ir, L. 5,134 4.882 0 4,521 4,299 613 583 823 53 ! 564 612 259 ! 241
Distribution, total. .. 100,09 ; 100 1 100 i 100 l();) 100 100,7) 1(();))- 1?0 |02() l?;) : I((l()
2) N 2) (%) ) .7 2) : 2) (2) ) 2)
2.??-(;05‘.\.. . (2.1 C7 (1.5 i 7.8 6.7 6.8 12.1 19.1 .2 10.2 35,1 40.6
5.01-5.50. .. . 6.3 67.0 68.7 | 66.7 74.2 69.6 35.8 40.8 3.7 41.9 1 44,6 37.8
5.50-775......... 28.0 25.2 ) 29.9 | 25.5 . 19.2 22.9 52.1 40.1 68.0 47.8 17,3 20,6
Paying ceiling rate!. .. .1 (2) (2 (2) | -9 ) -1 (2) 2) ) ! 4O

For notes see page 628.
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All banks

Deposit group, and dis-

|

|
tribution of deposits by { Less than 100

i

|

most commaon rate

Apr. 2¢ | Jan. 25 | Apr. )6‘

I

Time dc posits in

£

tionsot less than | t
. $100,000 (cont.) ' |
Dpmestic wovt. | | |
units (cont.) v : |
I year und over
Issuing banks. ... .. | 8,750 8,680 7,911 | 7.875
Distribution, total . . . 100 lO( ‘ 100 100
SO0 orless. ..., {.4 ‘ .1 ‘l>.l ‘ 8
S.0E-5.50 3.1 7.0 2.7 7.
551 6.00 . 61.8 62.9 | 619 03.0
GOL-775 0000, | 33.8 | 28.8 34,3 | 29.2
Paying ceiling rate:. .. .2 (2) | ) (2)
Other than donestic | ;
HOVL units: ' | | |
M catwmiresin.- :
30 up to 90 Jays ,
Issuing banks . . ..... Y6.439 6,629 5,514 ( 5,741
Distribution, total. . .: 100 100" | 100 100
4.5()(»rlcss.....4.| 2.1 2.5 2.2 2.6
4.51-5.00......... i 97.9 97.5 | 97.8 \ 97.4
Paying ceiling rate!. .. 97.9 97.5 ‘ 97.8 97.4
90 up to 180 days
Issuing banks....... 11,6351 11,751 10,570 ‘ 10,733
Distribution, total. . 100 * 100 100 100
450 0rless. ... .6 .5 NQ .6
4.51 5.00.. ! 5.0} 8.2 ¢ 5.3 8.7
500550, ........ 94.4 91.2 94.1 90.7 !
Paying ceiling rate!. .. 94.3 | 91.1 . 94,1 90.7
180 days up to 1 year . :
Issuing banks. . ..... §.605 8,808 7,709 7.933
Distribution, total, . . 100 160 ’ 100 100
4.500rless. . ... .. .6 S5 .4 4
450500, ........ 7.3 7.0 i 7.8 7.4
S.01-5.50......... 92.1 92.5 91,7 ¢ 92,2
Paying ceiling rate!. .. 91.8 91.1 = 91.4 90.7
1 up to 215 years )
Issuing bunks. . ..... 13,832 1 13,508 12,772 | 12,485
Distribution, total. . .| 100 100 100 100
5.00 or less. . L5 .7 ) T
SO0 S.50.... . 2.5 2.0 2.6 2.1
5501-6.00......... 97.0 97.3 96.9 97.2
Paying ceiling rate!. .. 96.9 96.9 96.9 ©  96.9
2V, up to 4 years
Issuing banks....... 12,750 | 12,476 | 11,697 ' 11,474
Distribution, total. .. 100 100 100 100
6.00 orless. .. ..., 4.0 2.0 4.1 2.0
6.01-6.50......... 96.0 ;. 98.0 93.9 98.0
Paying ceiling rate!. .. 95.7 97.5 95.7 97.6
4 up to 0 years
Issuing banks. . ..... 12,610 | 12,390 | 11,567 } 11,390
Distribution, total. . . l()() 100 100 100
6.50 erless.. ... .. 23 .9 1.1 .7
6.51 -7.00. . 12 3 13.0 12.9 13.6
T7001-7.25......... 86.4 86.1 80.0 85.7
Paying ceiling rate!. .. 85.9 1 86.1 85.4 85.7
6 years and over |
Issuing banks. . ..... 9,455 9,198 8.494 8,285
Distribution, total. . 100 100 100 100
S00orless....... L6 .0 .6 .6
501-7.25......... 5.0 6.1 5.4 5.8
7.26-7.50. ... .. 93.8 , 93.3 94.0 93.6
Paying ceiling rate!. .. 93.8 ; 93.3 94.0 93.6
Club accounts i !
[ssuing banks. . ... .. 9,245 9,124 8,417 ; 8,340
Distribution, towl. ..; 100 100 100 100
0.00...... ... . 44,0 45.5 46.2 47.0
0.01 4.00......... 4.7 15.4 | 14.8 15.6
4.01 450......... 7.5 7.5 7.6 7.3
4.50-550......... 33.1 30.0

3.6 ’ e

Size of bank
(total deposits in millions of dollars)

(

100 and over

828
100

28.4

13.6

7.0
51.0

\
|
|

Number of banks, or percentage distribution

an. 25 ' Apr. Z(r Jan, 25

805
100
4.3
8.7
62.0
25.0
.2

1,001

91.1

913
100
.2
8.7
91.1
91.0

784

29.6
12.7

9.2
48.5

Size of bank
(loml deposits in millions of dollars)
All banks . S E

Less than 100 100 and over

Apr. 2()i Jan. 25 | Apr. 26 Jan. 25 Apl ’()l Jan. 25

Amount of deposits (in millions of’ dollm's),
or percentage distribution

12530 1152 yoq | 259 | 207
100 | 100 AR 0o 1og 100
.5 : 2, . 0 N
5.2 5.9 Lo 29 l 20,1 19 8
59.7 1 60.1 ol.1 1 6l.4 54.3 54.4
4.6 | 33.5 37.70 357 2071 237
.6 %) (2) ’ %) i 2.9 ()
|
5,812 6,229 1,002 * 1,507 | 4.750  4.722
IOO 100 . 100 100 luo 100
. N 2) N 1.1
‘)‘) l ‘ 99,2 99.9 100.0 ‘)8 9 98.9
991 9921 999 | 100.0 | 98.9| 98.9
30.689 | 31,459 ‘ 12,107 | 12,356 - 18,582 19,103
100 100 100 100 100 100
) A (2 ) *) ?)
4.7 6.6 . 3.8 5.3 5.3 7.4
95.3 | 93.4 | 96.2 947 | 94.7| 92.6
94.7 | 92.5 ‘ 96.2 947 93.7| o9f.2
i
3,092 3,579 1,612 | 2,158 1,479, (.421
100 100 100 100 100 100
20 @ ) ) 3 .1
3.0 1.4 1.4 1.9 4.6 6
96.9 98.6 98.6 ° 98. 1 495.0 99.3
9.9 - 97.8 1 98.6: 96.9| 950 99.3
1
. i
33,900 | 33,973 | 21,215 | 20,984 | 12,685 12,990
100 100 100 100 100 100
;6 A l.l ‘.1 1.3 N
. . 3 -0 .8 .6
983 | 990 | 986 988! 97.9 | 993
98.0 | 98.7| 98.6| 98.8 . 97.0| 98.7
|
I
19,181 ' 18,428 | 11,263 ' 10,637 | 7,918 | 7,791
100 1001100 100 |o? 109
5.1 . 6.2 .5 3.6 .2
94.9 | 98.8 7 93.8] 99.5| 96.4' 97.8
94.3 | 97.9 | 93.4 ’ 98,7 1 95.7: 96.8
52,107 © 50,599 | 28,101 ' 26,930 24,006 | 23,669
100 100 W00 . 100 100 100
1.4 : 1.3 .2 .4 2.9 2.4
9.8 9.0 14.9 129 3.8 4.6
88.8 | 89.7| 84.9 | 86.7. 93.4| 93,0
88.7 | 89.71 84.7% 86.7 933 93.0
; , ‘
|
20,433 17,739 | 8,632 ‘ 7,222 11,801 !10,517
100 ; 100 00, 100 . 100 100
) 2 @ G | o )
3.4 4.4 (.3 | Lo! 4.9 6.7
96.6 | 95.6 | 987 | 99.0 5.1 93.3
94.0 93.0 98.7 99.0 \ 90.7 88.9
I ]
1,499 ; 508 640 [ 355 | 858 | 453
100 100 100 100 100 ! o100
22,5 | 23.3| 30.7, 2.2 6. s | 16.3
14.4 150 18.8 9.1 1. 1.7
12.3 14.2 13.3 0 1450 11 n | 140
50.8 | 47.6 ‘ 3y ‘ 60.9 | 58.0

L'or noutes see page 628,



Survey of Time and Savings Deposits

627

3. Average of most common interest rates paid on various categories of time and savings deposits at insured

commercial banks on April 26, 1978

Type of deposit X
All size
groups
Savings and small-denomination time deposits............ 5.61
Savings, total. ..o e e 4.93
Individuals and nonprofit organizations . 4.93
Partnerships and corporations 4.97
Domestic governmental units 4.97
All other 4.98
IR A and Keogh Plan time deposits gwittrmratesty-of 3 years
OF MOMC ..t [ 7.54
Other time deposits in denominations of less than $100,000,

B0t o e 6.46
Domestic governmental units, total. . ... ... .. ... 5.92
Maturing in—

B0upto 90 days.,oe et 5.67

QO up to 180 days. o v v e 5.60

BOdaysupto Lyear. . ... v 5.906

Lyearand over. ..o 6.31
Other th;u? domestic governmental units, total, ......... 6.47

0upto90days. ... e 4.99

upto 180 days, e e 5.47

180daysupto Lyear. ... .. .0 i 5.48

Tup to2Y) yeurs, .o e 5.99

215 UPLO 4 YEAMS . oottt e 6.47

BUP L0 O YCUIS . oottt e e e 7.21

OVEr 6 Yeurs. .. ..ot 7.48

MEMO: Clubaccountst. ..o i 3.58

Bank size (total deposits in millions of dollars)

500 up ’ 1,000

Less 20 up I 50 up 100 up
than 20 to 50 to 100 to 500 to 1,000  and over

5.78 5.75 5.67 5.50 5.52 5.45
4.94 4.91 4.91 4,94 4.89 4,95
4.94 4.90 4.91 4.94 4.88 4.95
5.00 4.92 4.97 4,98 4.98 4.97
4.93 4.97 4.97 5.00 4.99 4.99
4.72 5.00 5.00 4.98 5.00 5.00
7.51 7.48 7.48 7.56 7.58 7.58
6.40 6.56 6.55 6.45 6.43 6.38
5.99 6.08 5.84 5.63 6.24 5.67
6.04 5.05 5.62 5.48 5.88 5.32
5.57 5.74 5.60 5.70 6. 10 5.75
6.02 6.34 5.83 5.34 6.66 5.97
6.33 6.38 6.40 5.98 6.53 6.38
6.43 6.57 6.56 6.47 6.43 6.38
5.00 5.00 5.00 4.99 4.96 5.00
5.48 5.49 5.47 5.49 5.49 5.44
5.49 5.49 5.49 5.47 5.41 5.50
5.98 6,00 6,00 5.99 5.93 5.99
6.49 6.43 6.49 6.49 6.45 6.47
7.22 7.19 7.23 7.21 7.24 7.21
7.49 7.50 7.50 7.48 7.47 7.40
3.11 2.76 3.33 3.87 3.75 4.16

I Club accounts are excluded trow all of the above categories.

Note.—The average rates were calculated by weighting the most
common rate reported on each type of deposit at each bank by the

time deposits, registering a net inllow of $24%
billion. In this period. deposits maturing in 4
to 6 years coutributed ST billion to total small
time deposit inflows. following no net expansion
over the preceding three survey quarters. Banks
also issued St billion in deposits o individual
retirement and Keogh accounts maturing in 3
years or more. bringing the total outstanding in
such accounts 10 more than $2:2 billion. About
two-ftifths of banks offering these deposits paid
the maximum allowable 7% per cent rate of
interest during April ® Most banks paid 7' or
Y2 per cent.

Moderate inflows of small time deposits held
by governmental units resumed in the Pebru-
ary—April period, following net outflows during
cach of the preceding three intersurvey inter-
vals. During the 3 months ending in April the
weighted-average offering rate on all time de-

Eilective June 1, the maximam allowable rare of
interest on all IRA and Keogh accounts maturing in

3 years or more becanie 8 per cent.,

amount of that type of deposit outstanding, All banks that had either
discontinued oftering or never oflered particular types of deposit as
ol the survey date were excluded from the calculations for those
specific types of dcp«)si,l.

posits issued to governmental units rose 8 basis
points 10 5.92 per cent. For issues maturing in
I year or more, which accounted for most of
the deposit inflows, the average rate paid also
rose 8 busis points. to 6.31 per cent. Offering
rates at banks still remain well below the 7%
per cent ceiling applicable to all maturities of
time deposits held by governments. Apparently
the fact that banks must pledge securitics against
such deposits Timits their willingness to raise
rates 1o acquire additional funds.

OTHER TIME DEPOSITS

With continued rapid expansion in the volume
of bank lending and rather slow growth in
savings and small time deposits. banks again
turned to farge -denomination tme deposits dur-
ing the January -April period. Total interest-
bearing large time deposits outstanding rose 51
per cent, about half the increase of the preceding

2

3 months, but still more than in any Febru-
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ary--April period since [974. Comparable data,
not scasonally adjusted, for large weekly re-
porting banks indicate that large negotiable cer-
tificates of deposit at such banks accounted for
just under two-thirds of the total advance.
Non-interest-bearing  time  deposits,
principally escrow accounts and compensating
balances held in conjunction with loans, de-

NOTES TO TABLE 2:

! See BULLLTIN Table 1.16 on page A10 for the ceiling rates that
existed at the time of cach survey.

2 Less than .05 per cent.

NotE.—AIl banks that cither had discontinued offering or had
never offered particular types of deposit as of the survey date are not
counted as issuing banks. Moreover, the small amounts of deposits
held at banks that had discontinued issuing deposits are not included

clined slightly to just under $4 billion. Mcan-
while, club accounts increased seasonally $700
million to $1% billion at the end of April—
about the same level attained a year carlier,
indicating a lack of secular cxpansion in these
accounts. About 45 per cent of offering banks,
holding ncarly a quarter of outstanding deposits,
paid no interest on club accounts. CJ

in the amounts outstanding. Therefore, the deposit amounts shown
in Table | may exceed the deposit amounts shown in this table,

The most common interest rate for cach instrument refers to the
stated rate per unnum (before compounding) that banks paid on the
largest dollar volume of deposit inflows during the 2-week period
immediately preceding the survey date.

Details may not add to totals because of rounding.
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Sratement by Henry Co Wallich, Member.
Board of Governors of the Federal Reserve
Svstem, before the Subcommitiee on Capital,
Investment and Business Opportunities of the
Committee on Small Business, U.S. Senate.
July 20, 1978.

[ appreciate the opportunity to appear before this
subcommittee today to present the views of the
Board of Governors of the Federal Reserve
System on H.R. 12666, & bill to amend the
Small Business Investment Act of 1958.

The Board of Governors gencerally favors the
enactment of legislation that encourages finan-
cial assistance to small businesses. The original
version of the Smail Business Investment Act
contained a provision that allowed banks to
invest an amount equal to | per cent of their
capital and surplus in the stock of small business
investment companies.  Since then, we have
scen the amount increase to 2 per cent in 1961
and to 5 per cent in 1967, Although bank and
bank holding company investment in small
business investment  companies  represents a
departure from the traditional separation  of
banking and commerce, and such investments
often involve a fair amount of risk, the Board
has supported this type of investment because
of the desire to encourage bunk assistance to
small businesses.,

Today. small business investment companics
have, in the aggregate. total resources of ap-
proximately S1.1 billion. of which bank-con-
trolled companies hold $282 million and com-
panics in which banks have a minority interest
have an additional $60 million. While $637
million of the $1.1 billion total is derived from
Small Business Administration (SBA) funds.
approximately one-third ol all private invest-
ment in small business investment companies,
or $160 million, has been provided by banking
organizations.

Banks. of course, are in the business of
making loans rather than investments, and banks
provide a substantial volume of funds to small
businesses in the form of loans. Bank loans 1o
small businesses that were guaranteed by the
SBA totaled $2.7 billion in 1977, Loans made
with SBA participation or guarantee, morcover,
represent a very small proportion of the total
lending by banks to small businesses. In fact,
according to estimates from the Federal Reserve
Survey of the Terms of Bank Lending. more
than half of the dollar amount, and 99 per cent
of the number, of all commercial and industrial
louns made by commercial banks represent
loans of less than $500,000., which is the maxi-
mum size of SBA loans to business. This survey
covers business loan activity during one week
of cach quarter. and. based on the most recent
such survey. commercial banks are estimated
to have made—in that one week—231.000
loans in amounts of less than $500,000 for a
total amount of $5.3 billion.

It is our understanding that this bill is in-
tended to remove legal impediments that may
prevent banks, savings and loan associations,
pension funds. and insurance companies from
making investments in small businesses. 1t iy
also our understanding  that, with respect to
finuncial institutions, the bill’s provision per-
mitting an investment of up to § per cent of
an investor’s net worth directly in small business
concerns is intended to strike a balance between
the funding needs of small businesses and the
necessity of maintaining the soundness of fi-
nancial institutions.  As | noted  previously,
however., banks and bank holding companics are
now allowed to invest up to 5 per cent of their
capital and surplus in small businesses through
the medium of small business investment com-
panics. While the statute conferring this author-
ity refers only to banks, it also extends to bank
holding companies, because under the Bank
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Holding Company Act, legislation that enlarges
the investment authority of national banks auto-
matically enlarges the powers of bank holding
companies to the same extent. Of course, bank
holding companies, with regulatory approval,
can invest in any company that engages in
activities that are closely related to banking, and
they may purchase up to 5 per cent of the shares
of any company regardless of its activities. This
bill would not curtail that authority.

One result of the enactment of this bill would
be that the total authorized equity exposure in
small businesses would double. Banks might
invest up to 5 per cent of their capital and
surplus in small business investiment companics
and, additionally. up to 5 per cent of their net
worth directly in small business concerns. The
Board belicves that bank support of this
country’s small businesses is a particularly im-
portant goal, and it is willing to support a
modest increase in the pool of bank funds le-
gally available for equity investment, particu-
larly since our experience has been that super-
visory problems associated with existing small
business investment company activity by banks
have been rurc. Therefore, the Board would
favor allowing banks to make direct small busi-
ness investments that, when aggregated with
their indirect investments under present law,
would not exceed 10 per cent of capital and
surplus. This would atford banks a considerable
degree of flexibility in fashioning their small
business investment programs and would in-
crease the aggregate amount that might be in-
vested. However, in order to facilitate the use
of this new authority by banks, the Board be-
lieves that it is important that the tax advantages
applicable to investment in small business in-
vestment companies should also be available for
direct investment in small business concerns.

H.R. 12666 would also muake another signifi-
cant alteration in the authority of banks and bank
holding companies to invest in small businesses.
Currently, the 5 per cent of capital and surplus
that banking organizations are allowed to invest
in small businesses may be so invested only
indirectly through the medium of small business
investment companies, and a small business
investment company as a rule may invest no
more than 20 per cent of its capital and surplus

in any one small business concern. Thus, the
present law has the advantage of insuring some
diversification of the total amount of equity
capital committed to small business concerns by
banks. Allowing direct investments in small
business concerns, however, as is proposed by
H.R. 12666, would permit banking organi-
zations to invest an additional 5 per cent of their
net worth altogether in a single small business
concern, and this amount could conceivably be
augmented by indirect investments by a bank
in the same concern through a small business
investment company.  Although the business
judgment of bankers and the bill's requirement
that an investor not acquire control of a small
business concern would reduce the likelihood
that a bank or bank holding company would
place the entire 5 per cent amount in one smail
business, the Board belicves that in view of the
uncertainty associated with investment in smail
business concerns, the amount that may be
invested in any one such company need not be
increased fivefold. Instead. the Board recom-
mends that the aggregate investment. direct and
indirect. in any one small business concern
should not exceed 2 per cent of the bank’s
capital and surplus, or $50.000, whichever is
greater. Such limitations would be similar to the
diversification requirements now applicable to
small business investment companies.

The proposed bill would also aflect the trust
activities of banks by modifying the standard
of prudence to which trust fund managers are
held. Although this modification will cover only
5 per cent of available trust assets in a particular
trust, we arc concerned that, as written, this
legislation would supersede common law and
statutory law prohibitions against sclf-dealing,
conflicts of interest, and similar potential abuses
by trust fund managers. While the Board is not
certain that creation of a new fiduciary standard
is the preferable method of encouraging addi-
tional investment in small businesses. we be-
lieve that if this method is adopted, additional
language should be added to prevent such po-
tential abuses.

The Board believes that several other provi-
sions of the bill also should be modified to avoid
certain problems. and [ will briefly enumerate
them. First, the Board would not consider it
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appropriate and does not expect that it is the
bill s intention to permit a bank to become the
general partner of o small business concern.
Sccond. the Board considers it particularly im-
portant that banks not acquire control of small
businesses in which they invest. For that reason.,
the bill's provision regarding control of a small
business concern should be clarified by provid-
ing a standard for determining the existence of
control. The Bank Holding Company Act con-
trol standards might appropriately be used as
a model for such a clarification. Moreover,
although present regulations of the SBA may
already preclude investment in financial institu-
tions, such as savings and loan associations, the
Board wishes to make it clear that it does not
believe banks or bank holding companies should
be permitted to invest in financial institutions
on the basis of this bill. Third. in order to avoid
conflict among regulatory agencies, we believe
that responsibility for regulation of bank invest-
ment in small business concerns should be
vested in the relevant bank regulatory agency
rather than in the SBA. Tourth, the present use
of “rcapital and surplus™ as a base tor comput-
ing permissible investment in small business
investment companies should be carried over in
this bill.

Finally. the Board has u strong concern that
the pre-emption of all Federal and State law by
this bill may have unforeseen consequences. 1f
the Congress enlarges bank investment author-
ity, the Board believes it would be more appro-

Statement by Philip C. Jackson, Jr.. Member,
Board of Governors of the federal Reserve
System, before the Subcommittee on Financial
Institutions Supervision. Regulation and Insur-
ance of the House Committee on Banking, Fi-
nance and Urban Affairs. July 20, 1978,

It is a pleasure to appear betore this distin-
guished subcommittee to present the views of
the Board of Governors of the Federal Reserve
Systemr on the Community Reinvestiment Act.
the Home Mortgage Disclosure Act, the exten-

&

priate 1o do so by specific authorization as the
Congress did in connection with small business
investment companics rather than using  the
phrase currently in the bill. “"Notwithstanding
any provision of State or Federal law.™ For
example, the authority of State member banks
of the Federal Reserve System to purchase
shares of small business investment companies
is subject o concurrent State authorization and
restrictions in the field. H.R. 12666 departs
from this principle. however, since its provi-
sions will specitically supersede any contlicting
provisions of State or Federal law. The Board
believes that, unless the Congress tinds an
overriding national need for different treatment,
it would be appropriate to respect the traditional
prerogatives of the States to determine and limit
the powers of banks chartered by them.

In conclusion, the Board believes that while
the goals of H.R. 12666 arc desirable. certain
modifications of the bill are inorder, principally
1o protect the safety and soundness of the bank-
ing system, to encourage bank cequity invest-
ment in small businesses. o integrate better the
bill"s provisions with those of existing law re-
carding small business investment companices,
and to reflect traditional State prerogatives with
respect to State banks under the dual banking
system. If the subcommittee would find it usc-
ful, T will be glad to direct the Board's stall
to draft for the subcommittee’s consideration
technical amendments regarding any  of  the
points [ have raised. Cl

sion of Regulation Q authority. and a central
liquidity fucility for credit unions.

At the outset. let me say that the general
itent of the Congress in enacting the Commu-
nity Reinvestment Act (CRA) seems reasonably
clear. The “convenicnce and needs™ standard
has been included for many vears in Federal
banking statutes. such as the Bank Merger and
Bank Holding Company Acts, and this standard
has been one of the factors taken into account
by the Federal bank and thriflt regulators in
decisions on applications for expansion by reg-
ulated financial institutions.  In enacting the
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CRA. the Congress presumably wished to em-
phasize to insured financial institutions and their
Federal regulators that the convenience and
needs of the community include credit as well
as deposit and other services. The timing of this
emphasis coincides with greater concern over
the economic well-being of the inner cities and
the need for revitalization of inner-city neigh-
borhoods.

Nonetheless, the statute created a number of
issues that needed resolution by the agencies
responsible for writing regulations to implement
the CRA. As you know, carlier this year the
four Federal regulators of banks and thrift insti-
tutions held joint hearings to obtain public
comments and suggestions on how we might
best implement the CRA. To provide a focus
for the hearings, a scries of questions dealing
with the issues that the statute raised were
included with the public notice of the hearings.
The responses we received during testimony at
the hearings and in written comments have been
helpful to the agencies in developing regulations
to implement the act.

As those questions indicated, the four agen-
cies have been particularly troubled by the ab-
sence of statutory definitions for such terms as
“entire community,”” “teredit needs.” and
“low- and moderate-income neighborhoods.™”
The comments received confirmed that the pub-
lic too was concerned about how the agencies
might deal with these terms in the regulations.
Numerous definitions for these and other terms
in the act were suggested by the witnesses., but
no consensus on the definitions emerged at the
hearings.

What did emerge from the hearings. however,
was the concern of the insured financial institu-
tions that the regulatory agencies, in order to
offset the vagueness of various parts of the
statute, might impose a heavy reporting and
recordkeeping burden on them. In particular,
reservations were expressed that the agencices’
ctlorts to define community credit needs could
result in an indirect form of credit allocation,

These fears were not entirely without foun-
dation because comments received from some
of the community groups did indeed urge that
the agencies impose substantial reporting and
recordkeeping burdens and include in the regu-

lation a requirement that financial institutions
make specific types of credit avatlable to certain
parts of the community. Such views, in the
Board™s judgment, do not conform with con-
gressional intent. On the contrary, there is clear
evidence in the legislative history of the CRA
that no significant reporting or recordkeeping
requirements are to be imposed on the regulated
financial institutions. It also appears to be the
intent of the Congress to avoid any regulatory
requirements that might result in credit alloca-
tion.

More generally. a number of the witnesses
at the hearings and in written submissions inter-
preted the CRA as placing rather specific re-
quirements on financial institutions. Our reading
of the statute suggests that the intent of the CRA
1s to emphasize to covered financial institutions
that they have an obligation o help meet the
credit needs of all parts of the communities in
which their depositary  facilities are  located.
giving special attention to low- and moderate-
income neighborhoods. To accomplish this pur-
posc. the operative sections of the CRA place
rather specific requirements on the four Federal
regulatory agencies. First. they are to ““encour-
age’ financial institutions to help meet their
local communities™ credit needs. consistent with
the safe and sound operation of those institutions
(Section 802(b)). Second, they are required to
Trassess” inancial institutions” records of meet-
ing those credit needs (Section 804(1)). Third,
the supervisory agencies are to ““take such re-
cord]s] into account™ in evaluating applications
by insured financial institutions for charters,
deposit insurance, branches, oflice relocations,
mergers. and  holding  company  acquisitions
(Section 804(2)).

Thus. given the approach called for by the
CRA. the Board believes that it would be con-
trary to both the spirit and letter of the CRA
to imposce by regulation numcrous or burden-
some requirements on the financial institutions.

The proposed CRA regulations recently pub-
lished for public comment by the four Federal
financial supervisory agencies are designed to
encourage banks and thrift institutions to in-
crease their involvement in community aftairs
and to take actions. within their changing lend-
ing capacities. to help meet the credit needs of



their communities. Although some requirements
are imposed on the financial mstitutions in the
proposed regulation. those requirements were
thought to be the best means by which to pro-
vide a reasonable basts for  communication
amonyg financial institutions, members ot their
communities. and the regulatory agencies. Pro-
viding for that communication will help identify
community credit needs and will increase the
amount of mformation flowing to members of
the community regarding the types of credit
available from the financial institutions.

The massess™ and “take into account™ re-
quirements of the statute also pose something
of a dilemmu tor the agencies. Under the act,
the regulators must determine after the fact how
well a bank, bunk holding company, or thrift
institution submitting an application has served
its community’s credit needs. This could tempt
the agencies to give the tinancial institutions
claborate guidelines on how they will be judged
in order 1o help develop a detailed record to
assess and to take into account at the time an
application is submitted. 'The danger is that such
cuidelines can casily become requirements or
lead to the pereeption on the part of regulated
institutions that specific types of lending and
other community service actions must be con-
ducted.

While we do not favor the imposition of
extensive and cigid puidelines. it is helplul to
provide covered financial mstitutions with sug-
cested assessment factors as guidelines to enable
them to comply with the act. In the proposed
regulations, the agencies have provided a list
of factors that may be considered in assessing
the record of tinancial institutions i mecting
the eredit needs of their communities. Given the
great variety of focal conditions, the list ol
factors is intended to be illustrative. Consid-
crable latitude is given to the banks and thrifts
to choose the ways in which they will fultill
their obligations to their communitics.

Over all, the Bouwrd expects that the regula-
tions that have been published for comment will
meet the intent of the Congress in passing this
statute, while avoiding the imposition of credit
allocation or burdensome recordkeeping or re-
porting requirements on Federally insured i
nancial institutions.,
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[t should be recognized. however, that precise
measures of performance cannot be achieved in
dealing with a matter as complex as a financial
institution’s record of service 1o its community.
Rather, in making an assessment of this kind,
a considerable element of judgment necessarily
enters into an ageney’s deliberations. This kind
ol evaluation is not capricious, however. and
banks are accustomed to this type of regulatory
review. It s based on years of experience in
dealing with financial institutions and assessing
their strengths. weaknesses, and capabilities. It
is the same type of judgment that comes into
play when financial regulatory agencies evaluate
an institution’s capital level. portfolio quality.
and caliber of management.

The necessity of making judgments becomes
even more apparent when we consider that an
institution’s record under the CRA is only one
factor that must be weighed in evaluating an
application. By law. the agencies must also take
into account an institution’s tinancial condition,
future prospects, management. and any com-
petitive implications. The agencies, therefore,
must balance these factors not only against cach
other but also against the newly ¢mphasized
CRA factor.

In addition, the Board wishes to note that it
plans to consider any views expressed by State
bunk supervisors on the extent to which State-
chartered. member banks involved in applica-
tions have been serving the credit needs of their
communities. Also. since we routinely provide
copies of our examination reports to o State
supervisors, the State authorities will be ap-
prised of the Pederal Reserve™s assessments of
the extent to which State member banks are
meeting the credit needs of their communities.

The second topic on which the subcommittee
requested comment is the Home Mortgage Dis-
closure Act of 1975 (HMDA). This act is an
experiment to discover if public disclosure by
depositary institutions of mortgage and home
improvement lending patterns in metropolitan
arcas will, as the preamble to the act states,

provide citizens  and  public  ofli-

cials .. 0 with sofficient information to cn-
able them o determine whether depository
institutions are filling  their obligations to

serve the housing needs ol the communities



634 Federal Reserve Bulletin O August 1978

and neighborhoods in which they are lo-

cated. '

Midway through the experiment. no defini-
tive judgment regarding the act’s usefulness can
be made since relevant evidence is still being
collected and analyzed. Three studies are cur-
rently under way. The Federal Home Loan Bank
Board and the Federal Deposit Insurance Cor-
poration are sponsoring jointly a study to deter-
mine the accuracy, completeness, cost. and
uscetulness of disclosure data based upon disclo-
sures made in three metropolitan arcas —Buf-
falo. Chicago. and San Dicgo. The Federal
Reserve is conducting a study of the feasibility
and uscfulness of extending the act’s disclosure
requirements to nonmetropolitan arcas. Finally.
the Department of Housing and Urban Devel-
opment is funding a study of the uses to which
disclosure information has been put by commu-
nity groups and local governmental units. The
results of these studies should be available by
the end of the year and will greatly enhance
our understanding of how well the act serves
its stated purpose.

In the interim, however, several general ob-
servations can be offered based upon what is
now known. The initial disclosures. which were
available in September 1976, drew a flurry of
interest. There were a number of media reports
and analyses prepared by community-consumer
organizations across the country. Since then,
from a national perspective. there has been a
very limited degree of interest in disclosure
statements.

For example. the United States League of
Savings Assoctations reported in May 1977 that,
of 1.725 members out of 2,775 responding o
a questionnaire. 1,039 (60 per cent of the re-
spondents) did not receive any requests to re-
view their disclosure reports and another 369
(21 per cent) received only one or lwo requests.
The limited degree of interest also was con-
firmed inan informal survey of lenders in 10
major cities in January 1977 (American Bunker,
January 24, 1977, page 1). This conclusion was
also reinforced by several members of the
Board’s Consumer Advisory Council at its re-
cent meeting on June 1.

There has been little use of disclosure data
by the act’s intended beneticiaries—public and

private depositors who are deciding where to
deposit their funds. While there have been
isolated instances, we know of no concerted
effort by nongovernmental depositors to per-
suade banks or thrifts to change their credit
policies through ““greenlining,”” that is, shifting
deposits based upon disclosure statements. The
few State and municipal governments—-for ¢x-
ample. California and Chicago- -that have in-
stituted “rgreenlining”” programs have adopted
disclosure schemes tailored to mecet their needs
and have not relied upon the Federal act.

Given the limited use of HMDA information
to date. there remains the question of whether
the data will be helpful to the agencies in
assessing a regulated institution™s community
investment  cflorts. Two  limitations  in - the
HMDA reports suggest that these data may not
be of significant help in that task. First, the CRA
requires an assessment of the degree to which
a bank or thrift is helping to meet the broad
range of a community’s credit needs. not just
housing credit needs. In the case of commercial
bunks, however. residential mortgage lending is
only one of many lending activities. Second,
the required disclosures reveal nothing ubout
cftective loan demand by geographic arca, and
we know of no satistactory way of measuring
accurately that demand without expending sub-
stantial resources.

Assuming that the Federal bank and thrift
regulators encourage their supervised lenders to
develop outreach  programs  pursuant to the
CRA, the focus will be on how well the lender
sells its credit services to the community and
whether it actively seeks to engage in a partner-
ship with community residents. businessmen,
and local public oflicials to help tackle the
community’s problems. We believe that toster-
ing positive outrcach on the part of financial
institutions, tailored to local circumstances. is
a much better way to help the Nation™s commu-
nitics than devoting resources to determining the
significance of fimited disclosure data or to
collecting additional data.

In our view, community investment programs
and monitoring schemes. such as residential
mortgage disclosure, are best developed at the
local level, where they can be fashioned to mect
local circumstances. In accord with this policy
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of fostering local solutions to community credit
problems. the Board has granted excemptions
under the HMDA in situations where State-
chartered depositary institutions comply  with
State disclosure laws that are comparable in
purpose to the Federal act. even if the details
of disclosure vary. Sinularly. the Board cn-
dorses the continuation and expansion ol the
Urban Reinvestment Task Forees™s Neighbor-
hood Housing  Services  und  Neighborhood
Preservation  programs.  These  programs,
operating as of June in 56 neighborhoods in 47
citics. owe their success to the broad-based
covperation of financial institutions. locul gov-
croment, and neighborhood residents. We be-
lieve that these localized services should serve
as @ model of the type of approach that should
be taken in community investinent endeavors.

Turning to the extension of the currrent de-
posit ceiling rate authority . the Board continues
to believe that such rate ceilings  and the man-
dated deposit rate differentials between banks
and thrifts  -should be removed over the long
run to promote equity for small savers and
cconomic efticiency. Although, in practice. rate
ceilings probably can be removed only gradu-
ally. growing competitive inequitics under the
present rate structure make it imperative that the
process of removing artificial rate and ditferen-
tial restrictions begin soon. For example. more
and more thrift institutions are offering some
type of third-party pavment services and are
competing actively and cllectively with com-
mercial bunks for these services, Mutual savings
banks and other thrifts in New England, New
York. Pennsylvania, and clsewhere have been
successtul in offering checking or check-like
transaction accounts. ‘The ceiling rate differen-
tal favoring nonbank depositary institutions
with transactions account powers s likely o
produce further competitive distortion in our
institutional structure.

While the Board recommiends that the current
Regulation Q rate authority be extended for |
year, the Board believes that action also should
be tahen by the Congress to celiminate the com-
petitive  inequities  that have  developed as a
result of thrifts offering  transactions-type ac-
counts. The Board urges that legislation be
adopted 1o require rate ceiling parity among all

depositary institutions, including credit unions,
on any interest-bearing  transactions  accounts
and on savings-type accounts that are tied to
third-party transfer accounts. The appropriate
rate ceiling for such accounts at this time would
be the ceiling on commercial bank suavings ac-
counts.

Such an approach would be similar to that
in effect for NOW accounts in New Lngland
and would also be similar 1o the proposal on
rate ceilings in the nationwide NOW account
bill approved by the Senate Banking Committee
last year. With that modification to existing law,
a l-year extension would provide time for the
Congress o review other basic issues involved
in deposit rate ceilings and the rate differential
between commercial banks and thrifts.

Oun the broader issue, the Board continues to
believe that it would be desirable o restore to
the agencies the flexibility 1o preseribe and ad-
just deposit rate ceilings without congressional
approval of changes in ditferentials. The Board
believes that consideration ol this basic issuc
by the Congress can await broad review of the
deposit rate structure. However, steps should be
taken now to eliminate the disparity in treatment
that exists because of differentials among insti-
tutions that are otlering comparable transactions
account services.

Finally . the Board supports the establishment
of a central liquidity factlity for credit unions.,
We believe that there is a need for a fending
fund to deal with temporary liquidity problems
experienced by credit unions. The possibility of
such difticulties arises partly because. under the
common-bond principle. the membership of un
individual credit union tends to be subject to
similar economic pressures. In many cases, the
members of a credit union work for the same
cmployer so that a plant closing or seasonal
swing in cmployment or hours can result in
sizable deposit outflows at the samie time that
loan demand rises and foan repayments lag.

The Board has discussed a few modifications
and clarifications to the proposed  legislation
with the National Credit Union Administration
(NCUA). During those discussions. the Admin-
istrator of the NCUA indicated that he agrees
that these changes would improve the bill. One
amendment would clarify that the private bor-
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rowings of the facility would not have the U.S.
Government's guarantee. Another would reduce
the borrowing leverage on capital to ten times
capital, which would make the facility’s size
more reasonable in relation to industry assets.

We especially commend the very limited pur-
pose of meeting liquidity needs for which funds
may be advanced, but also believe that the bill
should be clarified to reflect that limitation
expressly. L

Statement by G. William Miller. Chairman,
Board of Governors of the Federal Reserve
System, before the Committee on Banking, Fi-
nance and Urban Aflairs, House of Repre-
sentatives, July 27, 1978.

Itis a pleasure to testify today on behalf of the
Federal Reserve System on the bills before your
committee that would promote competitive ¢q-
uity between member banks and other deposi-
tary institutions and that would strengthen the
Nation’s financial system by stemming the attri-
tion of banks from the Federal Reserve. We are
grateful to this committee and to its distin-
guished chairman for considering the proposed
legislation so late in the session.

Attrition of membership in the Federal Re-
serve System s occurring because member
banks are at a serious competitive disadvantage
relative to other depositary institutions. This
attrition, as it continues, dilutes the eftec-
tiveness with which the Federal Reserve can
fulfill its monetary and other objectives. There-
fore, 1 should like, first, to discuss the dimen-
sions and effects of the decline in membership,
and then to offer comments on the specitic
legislation you are considering.

Mcmhership in the System continues to de-
cline. The problem facing us is the continuing
decline in System membership in recent years.
Over the past 8 years 430 member banks have
withdrawn from the System, while only 103
nonmember banks have joined, as illustrated in
Chart 1.' In 1977, 69 banks chose to give up
their membership, and 39 more banks have
withdrawn in the first half of 1978. This last

' The attachments to this statement are available on
request from Publications Scrvices, Division of Admin-
istrative Services, Board of Governors of the Federal
Reserve System, Washington, ID.C. 20551.

statistic probably understates the trend because
many member banks appear to be delaying their
plans for withdrawal from membership until
they see what action the System takes to resolve
the membership problem. Most of the banks
withdrawing from membership have been small,
with total deposits under $50 million. But a
disturbing tendency has developed recently for
larger banks also to leave the System. Fiftcen
of the 69 banks that left the System in 1977
had deposits of more than $100 million, a record
number for that size of bank.

The steady downward trend in the number
of member banks has been accompanied, of
course, by a decline in the proportion of bank
deposits subject to Federal Reserve reserve re-
quircments. As of the end of 1977, member
banks held less than 73 per cent of total com-
mercial bank deposits, down about 8 percentage
points in the last 8 years. Thus. more than
one-fourth of commercial bank deposits —and
over three-fifths of all banks—are outside the
Federal Reserve System.

In New England. where the development of
negotiable orders of withdrawal (NOW) ac-
counts in the past 5 years has greatly sharpened
competition among depositary institutions, the
decline in membership and in deposits held by
member banks has been even more dramatic.
The share of deposits in New England held by
member banks fell by 11 percentage points in
the last 3 years alone—from 73 per cent at the
end of 1974 to less than 62 per cent at the end
of 1977.

Due to the excessive cost of membership. The
basic reason for the decline in membership is
the financial burden that membership entails.
Most nonmember banks and thrift institutions
may hold their required reserves in the form of
carning asscts or in the form of deposits, such
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as correspondent balances. that would be held
in the normal course of business. Member
banks, by contrast. must keep their required
reserves entirely in noncarning form. In consce-
quence, member banks hold a greater pereent-
age of their total assets in nonearning form than
do nonmembers.,

The cost burden of Federal Reserve member-
ship thus consists of the carnings that member
banks must forcgo because of the extra amount
of noncarning assets that they are required to
hold. Of course, member banks are provided
with services by Federal Reserve Banks. but the
value of these services does not close by any
means the carnings gap between member and
nonmember banks. And, as a result, the earn-
ings rate for member banks runs persistently
below that for nonmembers.

The Board stall’ estimaltes that the aggregate
cost burden to member banks of Federal Reserve
membership may exceed $650 million annually.
based on data for the year ending in September
1977, or about 9 per cent of member bank
profits before income tax. ‘The burden of mem-
bership is not distributed equally across all sizes
of member banks. According to our estimates,
the relative burden is greatest for small banks-- -
exceeding 20 per cent of profits for banks with
less than $10 million in deposits.

Inequity of cost burden borne by member
banks. The competitive inequality caused by
sterile reserve balances can be regarded as an
additional ““tax™" levied upon member banks.
This tax produces Federal Reserve carnings that
are paid over to the Treasury and thereby be-
come additional revenue to the U.S. Govern-
ment. But this tax is inherently unfair because
it fulls only on member banks. Nonmember
banks and thrift institutions, both of which
compete with members in many ol the same
markets for deposits and loans, do not bear this
tax.

Member banks naturally attempt to minimize
the added burden of sterile reserves that they
bear, but there are practical limitations on their
ability to do so. Those banks most successtul
in taking such steps are the very largest banks.
Because of their size. character of their busi-
ness. and managerial resources, these banks

have access 1o sources of funds or to activi-
tics— such as  participation in  international
banking, making repurchase agreements with
business corporations. and borrowing Federal
funds- -that are cither tree of reserve require-
ments or involve relatively small reserve re-
quirements. Morcover, such banks are usually
large correspondents that provide services to
smaller banks, including those services based
on access to Federal Reserve factlities.

Furthermore, requiring sterile reserves from
member banks only s an ineflicient way to raise
revenue for the Treasury because it leads to
withdrawals from the System. resulting in re-
duction in Treasury revenues. For example,
withdrawals since 1970 have reduced Federal
Reserve carnings in 1977 by nearly $220 million
from what they would have been otherwise and
have reduced net Treasury revenues by about
$100 million.

Increased competition for deposits heightens
awareness of burden. 1t is obvious from the
continuing crosion in 'ederal Reserve member-
ship that more and more banks are becoming
acutely aware of the cost burden of membership
and of the competitive handicap arising from
that burden. The cost of membership is due,
in part, to the high interest rates induced by
inflation in recent years. With market interest
rates exceeding 5 per cent for much of the past
decade. the earning opportunities foregone by
holding required reserves at Reserve Banks have
become painfully clear to member banks.

At the same time, competitive pressures on
banks have increased. Banks once had a virtual
monopoly on transactions accounts because of
their ability to offer demand deposits. But this
unique position is being croded. Financial inno-
vations have led to widespread use of interest-
bearing accounts at nonbank depositary institu-
tions as well as at banks for transactions pur-
poses. Since 1970, these innovations have in-
cluded the following: limited preauthorized
hill-payer™ transfers from savings accounts at
banks and savings and loan associations. NOW
accounts at practically all depositary institutions
in New England, credit union share drafts, tele-
phone transfers from savings deposits, and the
use of electronic terminals to make immediate
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transfers to and from savings accounts. Growth
of these transactions-related interest-bearing de-
posits has been most dramafic in recent years.
For example, NOW accounts have grown from
almost zero in 1974 to ncarly 8 per cent of
household deposit balances in New England in
1977,

There is no sign that the intense competition
for transactions accounts will abate. These
heightened competitive forces arc compelling all
depositary institutions to be more cost sensitive
and to seek ways to maintain their profitability.
Experience shows that withdrawal from the
Federal Reserve System is a strategy that many
bank managements have chosen in these cir-
cumstances.

Reduced membership in the Federal Reserve
weakens the financial system. The declining
trend in membership is of great concern be-
cause, as 1t continues, it inevitably will weaken
our financial system in a number of ways.

Declining membership threatens to alter the
character of the Federal Reserve System as an
institution from that which the Congress origi-
nally intended. The Congress intended the Na-
tion’s central bank to provide needed liquidity
and to establish an cflicient national payments
system, among other purposes. All commercial
banks were made cligible to participate in the
governance and the services of the regional
Reserve Banks. Membership in the System was
not restricted to national banks alone because
the System’s designers considered broad repre-
sentation from all classes of banks located in
every region of the Nation to be essential to
the System’s functioning in the public interest.
They especially wished to avoid overrepresen-
tation by the largest banks. Moreover, in
founding the System, the Congress hoped
State-chartered banks would join in order to
strengthen both the System and the ability of
the State banks to serve their communities.

These purposes are as valid today as they
were 05 years ago, but continued attrition of
membership could defeat these congressional
goals. If current trends continue. membership
in the Federal Reserve will consist predomi-
nantly of the very largest banks and of the
smaller national banks that might choose. for

one reason or another, not to convert to State
charters. The monetary and other policies of the
Federal Reserve would then have their most
immediate impact on a relatively small part of
our financial system.

Monetary management weakened. As fewer
and fewer banks, and a smaller share of the
Nation's deposits. remain with the Federal Re-
serve System, the ability of the System to influ-
ence the Nation’s money and credit becomes
weaker. The discount window provides an im-
portant safety-valve function, which cnables the
Federal Reserve to conduct monctary policy
effectively. Member bank attrition means that
fewer banks have immediate access to the dis-
count window on a day-to-day basis. As attrition
continues, we could reach the point where there
would be a significant reduction in the financial
system’s flexibility in adapting to, for example,
a tightening of credit policies. The discount
window provides individual member banks with
a4 reasonable period of time to make orderly
adjustments in their lending and investment
policies. The cushion provided by the window
facilitates implementation of a restrictive mone-
tary policy in a period of inflationary demands.

The attrition in deposits subject to reserve
requirements set by the Federal Rescrve also
weakens the linkage between bank reserves and
the monetary aggregates. As a larger and larger
fraction of deposits becomes subject to the di-
verse reserve requirements set by the 50 States
rather than by the Federal Reserve, the relation-
ship between money supply and reserves pro-
vided by the Federal Reserve becomes less and
less predictable.

Our stafl has attempted to assess the extent
to which growth in nonmember bank deposits
would weaken the relationship between reserves
and money. Their tentative results are shown
in a chart, which depicts the greater range of
short-run variability in M-1 and M-2. with a
given level of bank reserves, that would develop
as the percentage of deposits held by non-
members rises. As more and more deposits are
held outside the System, this chart suggests that
control of money through the reserve base be-
comes increasingly uncertain,

Finally. it should be pointed out that fewer
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banks within the Federal Reserve mean that
fewer institutions can be influenced by changes
in reserve requirements set by the Federal Re-
serve. Changes in reserve requirements have not
been a very active instrument of monetary pol-
icy in recent years, due, in part. to a desire
to avoid worsening the membership problem if
reserve requirements were raised. If the mem-
bership problem could be resolved. possibly
through universal reserve requirements, adjust-
ments in reserve ratios might be made with more
flexibility when needed to affect bank credit
throughout the country or to influcnce banks’
cfforts to attract particular types of deposits.
Morcover, while open market operations  in
U.S. Government securities provide the Federal
Reserve with a powerful policy instrument. it
is possible that conditions could develop in the
future—such as a less active market for U.S.
Government securities in a period of reduced
Federal budgetary deficits —when more flexible
adjustment of reserve requirements might be a
desirable adjunct in efforts to control the mone-
tary aggregates.

Adverse impacts on quality of banking svs-
term. Not only is monctary control made more
difticult by membership attrition, but the quality
of the banking system is also adversely aflected.
The Federal Reserve Act authorizes Reserve
Banks to discount paper for nonmembers. but
only under “runusual and exigent™ circunm-
stances. By the time such an emergency loan
were made. therefore, the bank would have
encountered serious difticulties, and more prob-
lems could be expected as it became known that
it was in an “temergency’ condition. As a
member, on the other hand. the bank probably
would have begun to borrow under regular pro-
cedures, and the development of an emergency
might have been forestalled.

The presence of the Federal Reserve in the
bank supervisory and reguliatory area-—a pres-
ence that becomes diluted with membership
attrition-—also the  quality  of  the
banking system. The activities of the System
in that arca cannot be readily separated from
its job of conducting monctury policy. Regula-
tory and supervisory policies can have important
implications for monctary policy and  credit

cnhances

flows. Changes in the ceiling rate on time de-
posits arc only the most obvious of such poli-
cies: others concern capital adequacy, bank li-
quidity, international banking, and the quality
of loan portlolios.

Potential deterioration in the paviments sys-
tem. Attrition of membership, as it continues,
also threatens to lead to a deterioration in the
quality of the payments mechanisim that under-
lies all of the Nation's economic transactions.
Reserve balances held at Federal Reserve Banks
are the foundation of the payments mechanism
because these balances are used for making
payments and settling accounts between banks.
Nonmember deposits at - correspondent  banks
can serve the same purpose, but as more and
more of the deposits used for settlement pur-
poses are held outside the Federal Reserve., the
banking system increasingly becomes exposed
to the risk that such funds might be immobilized
if a large correspondent bank experienced sub-
stantial operating difticulties or liquidity prob-
lems. A liquidity crisis aftecting a large clearing
bank would have widespread damaging eflects
on the banking system as a whole because
smaller banks might become unable to use their
clearing balances in the ordinary course of
business. The Federal Reserve, of course, is not
subject to liquidity risk and therefore serves. as
the Congress intended, as a completely safe
foundation for the payments mechanism.

These various problems that cither cause or
result {from member bank attrition could be
solved in a variety of ways, and a number of
bills are before vou. We believe our approach
is the most eftfective one under existing circum-
stances.

Universal reserve requirements. The Univer-
sal Reserve Requirements Act of 1978, intro-
duced as H.R. 13476, was submitted by the
Board to reduce competitive inequality between
banks and other institutions insofar as transac-
tions accounts are concerned and 1o lay the basis
for more effective monetary control. Universal
reserve requirements can eliminate the competi-
tive inequality by nmposing @ similar reserve
requirements structure on similar institutions,
H.R. 13476 imposes reserve requirements set
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by the Federal Reserve on transactions balances
at all depositary institutions. The first $5 million
of such balances would be exempt from reserve
requirements, although a relatively small re-
quirement could be imposed if it proved neces-
sary in the public interest. This exemption
would mean that about one-third of present
member banks and about two-thirds of non-
members would not be subject to reserve re-
quirecments on transactions accounts. This lim-
ited extension of universal reserves would sig-
nificantly reduce competitive incquality.

The Board favors universal reserve require-
ments for reasons quite apart from the member-
ship problem. Universal reserves would con-
tribute to improving monetary management and
to ensuring the stability of the payments mech-
anism. In doing so, the Board™s bill. it should
be stressed, does not authorize any supervisory
role for the Federal Reserve System with respect
to nonmembers. Indeed. the bill does not even
require nonmember institutions to establish an
account relationship with the Reserve Bank. A
nonmember’s reserves can be held at a corre-
spondent bank- —or at a Federal home loan bank,
in the case of savings and loan associa-
tions —and merely passed through to the Federal
Reserve on a one-to-one basis by the corre-
spondent. However, nonmembers would have
to report data on their deposits and certain other
items to the local Reserve Bunk for monctary
management purposes.

We realize that universal rescrve require-
ments have been proposed before and that the
proposal raises a number of diflicult problems.
The Board continues to believe. however. that
such requirements are necessary to help correct
the competitive imbalances in our financial sys-
tem and to assure an ctlective monetary policy.

Other program elements. The Board's other
proposal is presented separately and is recom-
mended  for prompt congressional  approval
through passage of H.R. 13477, cven if the
Congress does not enact universal reserve re-
quirements in this session. However—Ilor rea-
sons discussed later---the Board urges deletion
of the last sentence of that legislation, which
imposes a limitation of 2 per cent on required
reserve balances in excess of $25 million.

Apart from universal reserves, the Board's
proposal has four other major features: reduc-
tion and restructuring of demand deposit reserve
requirements, payment of compensation on re-
quired reserve balances, charges for services
provided by Reserve Banks—along with slightly
broadened access to those services, and transfer
of a portion of System surplus to the Treasury
during the transition period in order to preserve
the Treasury’s revenue position while the plan
is being implemented. All of the provisions of
the Board's plan are described in some detail
in the “*Preliminary Proposal™ (July Burierin,
pages 607-10), which we would appreciate
having made part of this record.

The reduction in reserve requirements.  to-
gether with the proposed payment of interest on
reserves, would about offset the membership
burden as presently measured. after allowing for
charges for services to members. The net annual
cost 10 the Treasury of this program. in the
absence  of universal  reserve  requirements,
would be about $300 million, based on deposits
and reserves i 1977, This figure, of course.
assumes that part of the reduction in Federal
Reserve carnings is recouped by the Treasury
from banks, their stockholders, and customers
in the form of taxes on increased carnings and
capital gains.

During a 3-ycar phase-in period for the pro-
gram, there would be no loss in Treasury reve-
nues since the System would reimburse the
Treasury from its accumulated surplus. After
that period, the actual loss would be consid-
crably less than the estimated $300 million cost
of the Board’s plan. Membership attrition would
continue in the absence of a program to resolve
the problem. Without the program, by the fourth
year continued attrition probably  would be
costing the Treasury between $80 million and
$210 million as a result of further declines in
member bank reserves held at the Federal Re-
serve. Thus, the true cost of the program is
considerably lower than $300 million. More-
over. should the program increase membership,
the cost would be reduced even further.

[nterest on Reserves Act. The Board's pro-
posed Interest on Reserves Act of 1978 would
limit the amount of interest paid. after deducting
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the total amount of charges imposed for serv-
ices. o no more than 7 per cent of net carnings
of the Federal Reserve Banks in any one year.
(During 1977, net carnings were about $6 bil-
lion.) Within this limitation. the Board proposcs
to pay close to a market rate of interest on
required reserve balances up to $25 million in
size. The proposed rate would be 2 of a per-
centage point below the average return on the
System’s portfolio; in 1977, the return on port-
folio would have permitted a 6 per cent rate
on such reserve  balances. balances
would carn interest at a 2 per cent rate.

The Board's proposal is cmbodied in H.R.
13477, but that bill also mmposes a 2 per cent
limitation on reserve balances in excess of $25
million. The Bouard does not believe that the
2 per cent limitation should be written into law.
H.R. 13477 in any cvent contains an over-all
percentage limitation on the amount of interest
payments the Federal Reserve can make. and

Larger

it is essential to retain administrative flexibility
in setting interest rates within the over-all limi-
tation so that adjustiments can be made as cir-

cumstances change and experience is gained.

Legislative proposals advanced by others.
The remainder of my testimony will discuss the
Stanton bill and Chairman Reuss™ proposed
amendment to it

In the Board's view, H.R. 12700, the Stanton
bill, is a constructive approach to dealing with
the membership problem. Indeed. by permitting
payment of a market rate of interest on reserve
balances, the bill would likely make member-
ship in the System attractive to virtually all
banks that are now nonmembers. In the context
of this bill. open access to Federal Reserve
services could then be provided to all depositary
institutions without risking adverse eflects on
membership.

The Board is concerned. however. that the
specitic provisions regarding charges for Federal
Reserve services i H.R. 12706 may be unduly
restrictive. For example. the bill requires that
the Federal Reserve price services 1o take ac-
count of capital and other costs that would have
been paid by a private firm. However, we be-
licve that any provision requiring the System
to charge for services should also recognize the

realities of the competitive marketplace and the
responsibility of the System to provide a basic
level of service nationwide.

The proposed amendment to the Stanton bill
is broad in scope, secks major changes in the
powers and responsibilities of the Federal Re-
serve, and would affect adversely the System’s
ability to carry out its responsibilities. More-
over, the amendment, if adopted. would not
provide a solution to the membership problem;
rather, it would muke the problem much worse.
Under the amendiment, open access to all Sys-
tem services,  except the discount window,
would be available to all institutions, and the
rate of interest on reserve balances would be
limited so that the amount of interest paid could
be no greater than the total amount collected
by the Federal Reserve in payment for services
plus the small amount of interest carned at the
discount window. In consequence, interest pay-
able on reserves would be substantially less than
a market rate. Therefore. a bank willing to
forego access to the discount window could
withdraw from membership and retain access
to all Federal Reserve operating services, while
also investing the reserve balances released by
withdrawal from the System so as to carn a tull
market rate of interest. If the proposed amend-
ment were enacted, we would expect the rate
of loss of membership to accelerate.

The amendment also  proposes  legislating
specific reserve requirement ratios on demand
deposits and  tying the discount rate to the
Treasury bill rate. Such action would not be
desirable since it would reduce the policy in-
struments available to carry out the Nation's
monetary policy and clectively limit the System
to open market operations for that purpose. The
Board continues to believe that effective mone-
tary management requires the option of having
more than one instrument at hand, and thus
rccommends that the proposed amendment not
be enacted.

As noted carlier, reserve requirement changes
may become a more uscful instrument once the
membership problem is resolved. In any cvent,
they are needed if action is to be taken that
emphasizes credit availability at member banks
throughout the country or if conditions require
that open market operations be supplemented in
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order to attain monetary policy objectives.
Morcover, reserve requirement changes can also
serve, at times. as a useful signal of change
in the System’s policy stance. It should be noted
also that the reserve requirement proposals on
transactions accounts in the amendment apply
to member banks only. This would tend to
increase existing incquities  because member
bank savings accounts subject to  automatic
transfer would bear a higher reserve require-
ment—equal to that on demand deposits—than
similar accounts at nonmember institutions.
The discount rate. too, has a useful role to
play as a signal of policy. For instance, it can
be held back when market rates are rising to
suggest a certain caution about future rate de-
velopments to the market. The stated reason for
tying the discount rate to a market rate is to
reduce the possibility of arbitrage profits when
the discount rate is below market rates. How-
ever, the Reserve Banks already have careful
administrative controls that keep arbitrage op-
portunities to a minimum. Moreover. tying the
discount rate to the Treasury bill rate makes the
cost of member borrowing depend, in part, on
Treasury debt management. and the rate could
be high or low relative to other opportunities
the bank has for investment. Even if it were
desirable to tie the discount rate to a market
rate, the shifting structure of market rates makes
it very difficult to find any single rate that is
satisfactory. In any event, the Board believes
its flexibility with regard to the discount rate
should not be limited in view of the unpredicta-
bility of changing market circumstances and
international and domestic economic conditions.
The amendment also would require the Fed-

Chairman Miller presented similar testimony before

Affairs. U.S. Senate. on August 14, 1978,

cral Reserve to transfer $575 million of its
earned surplus to the Treasury over 2 years. This
amount appears in the Board’s plan. But the
program in the Reuss amendment, since it does
not oftset the membership burden, would be less
costly than the Board’s plan. Therefore, the
amount needed to maintain Treasury revenues
in a transition period would be less than the
$575 million required by the proposed amend-
ment. In any event. the Board does not belicve
a specific transfer of Federal Reserve surplus
should be legislated but should be left to the
Board and the Treasury. since the effect on
Treasury revenues will depend on the particular
plan chosen and the period of time over which
it is practical to implement it fully.

Finally, the amendment provides for the col-
lection from nonmember institutions of data
needed to control the monetary aggregates. The
reports are to be made through the relevant
regulatory agencies. It is important to note,
however, that such data are needed on a timely
basis if they are to be useful for monetary policy
operations. The amendment should. therefore,
allow flexibility in handling the flow of data,
as might be worked out by the agencies.

Mr. Chairman. thank you for the opportunity
to present the Federal Reserve’s views this
morning. The problems with which your com-
mittee is dealing this morning are of crucial
importance to the tong-run viability of the Na-
tion’s central bank and to the health of the
Nation’s depositary institutions and indced to
the national cconomy. The problems are ex-
ceedingly difticult, but [ am confident we can
together find solutions that will serve the public
interest well. L]

the Committee on Banking. Housing and Urban

Statement by G. William Miller, Chairman,
Board of Governors of the Federal Reserve
Svstem. before the Committee on Banking, Fi-
nance and Urban Affairs. House of Repre-
sentatives, July 28, 1978.

Mr. Chairman and members of this distin-
guished committee, it is a pleasure to meet with

you to present the report of the Federal Reserve
on the outlook for the economy and monetary
policy.

Economic gains continued at a good pace into
fourth year of expansion. The current economic
expansion, which began in carly 1975, is now
into its fourth year. Only one postwar up-
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swing—that beginning in 196 1-—has lasted sig-
nificantly longer. Thus, we have had an unus-
vally durable expansion, and it has been well
sustained thus far this year, as may be seen in
attached Chart [

Especially encouraging has been the per-
formance of the labor market. Payrolls have
swelled by more than 2 million workers since
last December. The over-all unemployment rate
has dropped below 6 per cent. and the rate for
heads of households is 3.6 per cent. Joblessness
among youths and minorities remains disturb-
ingly high, but these groups. too, have experi-
enced appreciably improved cmployment op-
portunities in recent months.

And economic indicators point to further
growth. The willingness of businessmen across
the country to hire i such large numbers sug-
gests that they are looking forward to further
growth of production. And indeed. economic
indicators  generally  point in that direction.
Buying sentiment still is at a high level, and
with recent employment gains providing an im-
petus to income, consumer spending should
continue to rise.

In the business sector, cautious inventory
management has kept stocks in good balance
in most sectors; rising sales are therefore likely
to prompt further advances in inventory invest-
ment. Various surveys of business intentions—
as well as data on cquipment orders and con-
struction contracts—suggest moderate increases
in capital spending in the months ahead. In
addition, our net export balance, which has
deteriorated over the past 2 years. is beginning
to improve. lmports are likely to rise less rapidly
during the next year. At the same time, exports
should pick up if activity abroad increases as
expected and as the changes in exchange rates
that have occurred since last fall improve the
competitive position of U.S. goods.

The increase in housing starts last month
suggests that construction activity will remain
at a high level over the near term, but it appears
likely that building will begin to taper ofl later
this year, partly as a consequence of the firmer

! The attachments to this statement are available on
request from Publications Services, Division of Admin-
istrative Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551,

conditions prevailing in the mortgage market.
And growth in State and local government ¢x-
penditures probably will remain modest, in light
of the increasing pressure for restraint in public
spending.

On balance, the various indicators of spend-
ing and activity suggest that the current expan-
sion will continue in the year ahead. As an
expansion matures, however, growth can be
expected to moderate, and 1 think it is likely
that over the next four quarters real GNP will
grow by about 3% to 3% per cent. Such a pace
should be adequate to keep unemployment from
rising: during the second quarter of 1979, the
unemployment rate may average 5% to 6 per
cent.

Inflation. however, is a serious concern. As
an expansion continues, there is also always the
danger that developing imbalances will weaken
and ultimately dissipate its forward thrust. The
arcatest threat to the present expansion lies in
accelerating  inflation.  Price  increases  have
stepped up sharply so far this year—through
May consumer prices rose at an annual rate in
exceess of 10 per cent. To be sure, much of this
surge is attributable to adverse developments in
the volatile agricultural sector, and relief from
double-digit food price increases should be
forthcoming later this year. But the prices of
other goods and services also have been rising
briskly recently. and the advance in unit labor
costs—a key determinant of price trends—has
accelerated. My best guess is that during the
four quarters ahead prices in general will rise
at an average rate of 7 1o 7% per cent.

With the cconomy moving into a period of
heavy collective bargaining, the intensified in-
flation we have been experiencing and the
greater tautness of labor markets could be re-
flected in higher wage demands, and if they are
met, labor costs would rise even more rapidly.
As it is, these costs will be boosted carly next
year by additional mandated hikes in social
security taxes and in the minimum wage. The
continued interplay of wage and price rises,
coupled with the legislated cost increases, will
make it diflicult to achieve much relief from
underlying inflationary pressures over the next
year.

The strong momentum of intlation must be
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a central consideration for Government policy-
makers today. If we pursue a course that does
not soon contain the forces accelerating the
advance of prices. the result will be increasing
cconomic disruption and distortion. ending in
all probability in serious recession. Monetary
policy has been—and will continue to be—de-
signed to restrain inflation. But monetary policy
cannot do the job alone. Placing too great a
burden on monetary policy would entail dangers
of severe financial dislocation that could have
unfortunate longer-run consequences for the
domestic and international cconomies.

Financial markets showing inflationary pres-
sures. Financial markets have already begun to
show the strains of inflationary pressures. Debt
burdens have grown tremendously as house-
holds and also businesses have borrowed to
finance desired real outlays at rapidly rising
prices. Financial institutions meanwhile have
experienced declining liquidity as they have
attempted to accommodate heavy loan demands.
The most obvious sign of these mounting pres-
sures of supply and demand in credit markets
has been the upward path of interest rates since
the spring of 1977. The increase in interest rates
can be attributed in good part to the diminishing
confidence of borrowers and lenders that infla-
tion will slow in the future.

The willingness of houscholds to go heavily
into debt at relatively high interest rates in'some
degree reflects a feeling that it is best to buy
now before prices rise still further. This senti-
ment undoubtedly has been a major factor in
the demand for houses throughout the past few
years, and it seems to have played an important
role in the burst of sales of cars and other
consumer durable goods during the first half of
1978. The volume of consumer and mortgage
credit extended in connection with these pur-
chases has been growing rapidly and so has the
ratio of debt repayment obligations to disposable
personal income; both have reached unprece-
dented heights. To date, loan delinquency ex-
perience has not deteriorated significantly, so
households evidently have not  encountered
serious problems in meeting scheduled pay-
ments: however, this situation bears careful
watching.

So, too, does the apparently declining level
of corporate liquidity. During the past 2 years
profits and other internal funds ol businesses
have fallen increasingly short of the sums
nceded for investment in inventories and fixed
capital. The result has been a rising volume of
borrowing and a declining volume of liquid
asset accumulation; balance sheet ratios have
been deteriorating since late 1976.

On top of these private credit demands have
come sizable public demands. State and local
governments have issued bonds in record vol-
ume during the past couple of years, but these
governmental units also have provided funds to
credit markets through a record accumulation
of financial assets. The same cannot be said for
the Federal Government. In financing the Fed-
cral budget deficit, the Treasury has competed
actively with the private sector for credit and
has added to the general upward pressure on
interest rates.

Liquidity of depositary institutions has de-
clined. During the carly stages of cconomic
recovery, commercial banks and thrift institu-
tions were able readily to satisty the loan de-
mands of households and businesses while at
the same time adding large amounts of Govern-
ment securitics to their portfolios. In the past
year. by contrast, there has been a fairly steady
decline in liquidity ratios of these institutions.
With rising yields on Treasury bills and other
market instruments diverting funds from savings
and small-denomination time deposits, com-
mercial banks, besides curtailing security ac-
quisitions, have issued a substantial volume of
large certificates of deposit (CD’s) and other
short-term liabilitics. Mcanwhile, savings and
loan associations-—the leading home mortgage
lenders—have reduced their holdings of Treas-
ury securitics and have borrowed heavily from
Federal home loan banks and other sources.

Growth in M-1 high relative to long-run
ranges, but M-2 and M-3 within them. The
Federal Reserve might have attempted to allevi-
ate some of the liquidity pressures in the ccon-
omy by aggressively providing bank reserves
and money. But at best this would have offered
no more than a temporary palliative. And it
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would have sct the stage for an explosion of
monetary expansion and exacerbated our prob-
lem of nflation,

As it is. since carly 1977 there has been a
rather persistent tendency for growth in the
narrowly defined money stock, M-1, to run
above the rates the System had projected. Over
the past four quarters, for cexample. M-1-—
which includes only currency and demand de-
posits---increased 7.9 per cent. well above the
range of 4 to 6% per cent reported to this
comniftee a year ago.

Over the same four-quarter span. however,
the broader monetary aggregates—M-2 and M-
3-—recorded net increases that were well within
their announced ranges. A chart depicts the
behavior of M-2, which is M-I plus time and
savings deposits at commercial banks (other
than large negotiable CD™s). M-3 includes also
time and savings deposits at thrift institutions.

The fact that growth rates of M-2 and M-3
remained within their ranges over the past year,
while M-1 growth was strong. is attributable to
the slowing in expansion of the interest-bearing
components of the broader aggregates. A year
ago. yields on shorter-term market debt instru-
ments were below those that depositary institu-
tions are permitted to pay on savings and small-
denomination time deposits. But as market rates
rosc, they surpassed the regulatory ceilings,
prompting many savers to divert funds from
deposits to Treasury securitics, money market
mutual funds, and other higher yielding invest-
ments.

New certificates enhance growth of time and
savings deposits. To help preserve the competi-
tiveness of depositary institutions-—and thus to
avoid the distortion of credit Hows that might
occur if these intermediaries were unable to
accommodate borrowers who do not have access
to open market sources of funds——the Federal
regulatory agencies created two new deposit
categories, eflective June 1. One is an 8-year
time deposit on which banks may pay up to 74
per cent and thrift institutions up to 8 per cent.
The other is a 6-month, $10.000 minimum
balance account whose ceiling is determined by
the results of the most recent weekly auction
of 6-month Treasury bills. Banks are permitted

1o pay a rate equal to the average discount yield
in the auction, and thrift institutions %4 of a
percentage point more.

A noticcable pick-up in inflows to savings and
small-denomination time  deposits in June is
evidence of the success of depositary institutions
in exploiting the new certificates. The 6-month
floating-ceiling certificate appears to have been
quite effective in stemming the outflow of funds
into market imvestments. An estimated  $8%
billion of the new instruments were issued in
June alone-—$6%  billion at thrift institu-
tions—and growth has continued brisk  this
month.

Need to restrain inflation. 'The Federal Open
Market Comimittee at its mecting last week
considered carcefully these recent patterns of
monetary expansion, as well as the prospects
for the ecconomy, in deciding on the appropriate
longer-term ranges for the monetary aggregates.
Although. as always. members of the committee
differed somewhat in their appraisal of the out-
ook, there was a broad consensus that infla-
tionary pressures would remain strong. if not
strengthen. in the year ahead. While the recently
published 5.7 per cent unemploymeat rate is not
low by historical standards, most analysts agree
that the unemployment levels at which infla-
tionary pressures are likely to mount have been
raised substantially by compositional changes in
the labor force and by the effects of unemploy-
ment compensation and other institutional fac-
tors on decisions regarding work, Under the
circumstances, it is critical that macroeconomic
policy be conducted most prudently at this
juncture to assure that cconomic expansion
continues at an appropriate pace without fueling
the alrecady unacceptable intensity of inflation-
ary pressure.

Monetary growth ranges unchanged. Growth
ranges for the monctary aggregates selected by
the FOMC for the year ending with the second
quarter of 1979 are identical to those announced
3 months carlier. The range for M-1 is 4 to
62 per cent: for M-2, 6% to 9 per cent: and
for M-3. 72 (o 10 per cent. The growth range
for bank credit, though, was raised to 8% to
[1% per cent in recognition of the greater share
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of borrower demands being  directed “toward
banks.

The committee discussed at some length ar-
guments in favor of raising the upper limit of
the range for M-1. A major part of the discus-
sion focused on the question of whether the
persistent tendency over recent quarters for M- |
growth. on average, to overshoot the FOMC's
longer-run range represented a fundamental shift
in the demand for M-1 relative to GNP that
should be accommodated. The committee con-
cluded that an upward adjustment in the range
at this time would be undesirable in light of
continuing inflationary pressures. Nonetheless,
it was rccognized that, in light of the recent
behavior of money demand. growth in this ag-
gregate over the year ahead might well be
around its upper limit.

Scheduled regulatory changes could lead to
a4 lower measured growth in M-1, however.
Once the new regulation allowing automatic
transfers of funds from savings to checking
accounts goes into ecffect this coming No-
vember, the public can be expected to econo-
mize more on demand balances and to shift
some funds from demand deposits to savings
deposits. Such shifts would tend to reduce
growth in M-1 during a transition period in
which bank customers adjust to the new service.
But the extent to which such a shift in funds
will occur over the year ahead is quite uncertain.
It will depend on the structure of charges posted
by banks for the new service and on the speed
with which the public takes advantage of the
added flexibility in cash management. In the
transition period, thercfore. M-1 will become
a less reliable indicator of monctary conditions.

The broader monetary aggregates are not
likely to be affected significantly by the auto-
matic transfer regulation. They are expected to
grow well within their current ranges in the
months ahead, with growth sustained in part by
the availability of the new certiticate accounts.
Thus. a generally ample flow of credit through
banks and thrift institutions can be expected.

There are always  greal uncertainties  sur-
rounding monetary projections, but the FOMC
believes that these ranges for the four quarters
ahead are consistent with further moderate ex-
pansion of economic activity. Unfortunately. I

cannot report that the committee expects a dim-
inution of inflationary pressure over the coming
year. A reduction in the rate of price advance
will require more time if it is to be accomplished
in an orderly manner, given the present built-in
biases toward inflation in the country.

These biases—regulatory, legistated, and ex-
pectational- -prevented the committee from tak-
ing a further step at this time toward the lower-
ing of the monetary growth ranges—a process
that must be continued over time if the Nation
is to achieve reasonable price stability. In any
cvent, under current circumstances, continu-
ation of the present growth ranges for the ag-
gregates implies a continued posture of restraint
against inflationary pressures and probably in-
volves some additional—but tolerable-—
liquidity pressure on financial intermediaries.

Need for a longer-range effort to treat struc-
tural problems. These observations underscore
the limitations of monetary policy as the main
bulwark against inflation and the need to mount
a broad attack on the economic problems we
face. A significant reduction in the Federal bud-
get deficit would be an important first step in
reducing inflationary pressures. But a longer-
range ctfort to treat the structural problem of
inflation also is necessary.

We must reshape our tax laws to make certain
that there are adequate incentives for saving and
investment. The Nation has for many years now
devoted too large a proportion of its production
to consumption and too small a share to the
expansion and modernization of its industrial
plant. As a result, growth in productivity has
languished, with serious consequences for in-
flationary trends and our standard of living.

We must take steps as well to bolster our
position in international trade and thereby to
strengthen the dollar. We should continue to
seek freer access to world markets and should
attempt to make American businessmen more
aware of opportunities for sales abroad.

We must seek ways of training and placing
those individuals who, because of lack of skills
or limited knowledge of employment opportu-
nities, are not readily absorbed into the work
force.

And we must remove the impediments to
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competition, relieve the undue regulatory bur-
dens, and avoid the costly governmental actions
that have contributed importantly to inflationary
pressures in recent years.

It is important to take strong measures now
to curb inflation, and with the continued coop-

Statement by Philip E. Coldwell. Member,
Board of Governors of the Federal Reserve
System, before the Committee on Banking, Fi-
nance and Urban Affairs, House of Repre-
senfatives, July 31, [978.

I am pleased to testify today on two important
issues, membership in the Federal Reserve Sys-
tem and pricing of Iederal Reserve services.
First. [ would like to express my concern about
the continuing crosion of membership in the
Federal Reserve and the need to solve this
problem. Next, I want to discuss the issue of
pricing for Federal Reserve services. Most of
my testimony will be devoted to discussing
pricing because of its potential impact on mem-
bership and on the Nation’s payments mecha-
nism. The Congress should be fully aware that
pricing for services without reducing the burden
of membership will further contribute to banks
leaving the Federal Reserve.

As u member of the Board and former Presi-
dent of the Irederal Reserve Bank of Dallas. |
have observed the withdrawal of banks from the
Federal Reserve System for nearly 27 years. At
first the banks withdrawing from the System
were generally rather small. But in recent years
larger ones—-even large correspondent banks
and frequent users of Federal Reserve serv-
ices---have found the burden of membership too
great to justify remaining in the System, and
others have indicated intentions to withdraw
unless the burden of membership is relieved.

Over the years, the Board has expressed its
concern to the Congress about the loss of mem-
ber banks and has recommended ways to reverse
membership  loss.  Chairmuan  Miller  again
stressed this concern in his testimony last week.
In his testimony he explained the reasons why
banks arc withdrawing from the Federal Reserve

cration of the administration, the Congress, the
Federal Reserve, and the private sectors of the
cconomy, [ believe that within the next several
years we can establish an economic environment
conducive to full employment  with  price
stability. []

System. I want to stress the point that increased
competition for transaction accounts—particu-
larly interest-bearing transaction accounts-—has
forced all financial institutions to become in-
creasingly cost conscious. In turn, member
bunks facing this and other challenges to profit-
ability have been forced to weigh carefully the
costs of retaining their membership.

In addition, Chairman Miller’s  testimony
provides a review of the adverse implications
that declining membership has for monetary
management and the quality of the banking
system. He stressed the importance of bringing
equity among, financial institutions. Let me em-
phasize two factors he mentioned. First, the
ability of the Federal Reserve to guide innova-
tion and to foster constructive competition in
the payments mechanism among financial insti-
tutions will be enhanced. Second, at such time
as all financial institutions are bearing an equi-
table reserve burden, there will be no unfavor-
able economic  effects to allowing uniform
acceess to Federal Reserve services at cqual costs
and under equal conditions.

It is important for the United States to have
astrong central bank and certainly in the current
ceconomic  situation  steps should  be  taken
promptly to oftsct any contrary trend. [ am sure
that the Congress is as concerned as we are
about the inflationary pressures cvident in our
cconomy and therefore will be interested in
assuring the strength of one of its primary agents
for resisting inflation.

This line of thought leads me to hope that
the Congress will be willing to stop the erosion
of membership. The most evident and clear-cut
support the Congress could enact would be
legislation requiring universal reserves.

It is essential for everyone to understand that
monctary policy is not developed for banks or
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for even the limited number of member banks,
so there appears to be no good reason for the
Nation's central bank to operate under the
shackles of a voluntary membership structure.
We can debate a specific monetary policy on
its merits, but from any standpoint [ can see
no public purpose to be served by limiting the
effectiveness of the central bank. Monetary pol-
icy is made for the entire Nation, not a limited
sector of the banking community. All depositary
institutions are chartered in the public interest,
and all should be directly supportive of, and
participants in, the implementation of policy.

[ would like to express my views on the part
of the Board's plan and the parts of the proposed
legislation that deal with charging for Federal
Reserve services. I will explore with you possi-
ble impacts that charging will have on the Na-
tion’s payments mechanism.

You are no doubt aware that the System has
been considering for over 2 years the subject
of charging for its services. As studies have
progressed, we have become increasingly aware
that there are problems in the application of the
theory that pricing should result in a more
efficient allocation of total resources to pay-
ments mechanism activities. | believe there is
a much more important goal than attaining opti-
mum allocation of resources. That goal should
be the continuing ability of the Federal Reserve
to assure the Congress and the Nation of a
smoothly functioning payments mechanism.

In considering pricing legislation, the Con-
gress should be fully aware that the Federal
Reserve has no intention of ¢nlarging its role
in the payments mechanism to the exclusion of
the correspondent banks of the Nation. Neither,
however, does it intend to allow a few very large
private sector firms to dominate services now
provided by the Federal Reserve. This could
result, ultimately, in problems similar to those
in existence when the Congress created the
Federal Reserve System and gave it the power
to establish clearinghouse services.

In its proposal to the Congress, the Board
made the following statement:

In order to assure continued cfticient func-
tioning of the payments mechanism and to
avoid major disruption during the transition
to a more competitive environment, the Board

would follow a conservative and flexible ap-

proach in establishing charges for lederal

Reserve services. To this end, the System has

concluded that its charges should be compet-

itive with those for comparable services

(when available) in the private sector. How-

ever, the Board would retain flexibility to

alter charges or service policies in order to
meet its responsibilities to maintain a satis-
factory, basic level of service for the Nation
as a whole and to encourage innovations.
I would like to elaborate on this statement and
explain why the Federal Reserve believes it has
a responsibility to retain an ability to perform
a ““basic level of service™ nationwide in pay-
ments activities.

Payments mechanism activities are an impor-
tant aspect of the functioning of the Nation’s
economy. The Federal Reserve through its cur-
rency and coin distribution, check collection,
funds transfer, and U.S. Government security
transfer services is actively involved in all vital
components of money supply and money
movement through the Nation's payments sys-
tem.

The payments mechanism of the United
States functions quite well today. Enormous
amounts of money flow among financial institu-
tions each day. Much of the Nation's business
is carried out with check payments, and, as you
know, the Federal Reserve is a major participant
in the check collection system. Orderly markets
in Federal funds and Government securities arc
important to the Government and the banking
industry and to monetary policy. The Federal
Reserve Communications System plays a vital
role in supporting these markets.

The Government in protecting the public in-
terest has a substantial concern with the smooth
functioning of financial markets and payments
mechanism activities. [ believe those interests
can be protected in only two ways, either ¢x-
clusively through regulation or through limited
regulation and an operational presence such as
the Federal Reserve currently has in the check
collection system.

If the Federal Reserve’s operational presence
in payments mechanism functions were materi-
ally reduced, then regulation of payments
operations probably would be needed to protect
the safety and soundness of depositary institu-
tions or to avoid payments practices that are
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contrary to the public interest. Who, for ex-
ample, would enforce standards such as mag-
netic ink character recognition (MICR) encod-
ing and routing number systems? Who would
ensure that funds availability is maintained at
a reasonable level so that checks would remain
as acceptable as they are today? It Federal
Reserve operational presence were reduced, it
would be necessary to establish a body of regu-
lations and examination, investigation, and en-
forcement mechanisms to ensure an efficient and
equitable payments mechanism. The costs and
burden of such a program should be a significant
factor in determining the pricing and operational
posture of the Federal Reserve.

We believe that the Congress looks to the
Federal Reserve to protect the public interest
in payments mechanism functions, and we be-
lieve that the public interest can best be served
by continued operational functions that are per-
formed by the Federal Reserve Banks. There-
fore. while pricing of Federal Reserve services
is intended to bring about ctlicient allocation of
resources. sufticient pricing flexibility is needed
for the Federal Reserve to maintain its opera-
tional presence in payments operations. In par-
ticular, the Federal Reserve should continue 1o
provide a basic level of service and to protect
the public interest in the safety and soundness
of the Nation’s payments mechanism. As an
example, consider that through the participation
of both the Federal Reserve and the private
sector the check collection system has evolved
into a system with the following desirable fea-
tures:

I. Certainty. Checks and other cash items
drawn on any financial depositary institution are
collectible. There is almost universal payment
for checks at face value by paying banks.

2. Speed. Checks represent money to the
payee and the collecting bank. Current arrange-
ments allow for availability of funds to collect-
ing banks for any checks in 2 to 3 business days.
Rules also exist to assure prompt notice of
nonpayment of items.

3. Accuracy. The incidence of error is rela-
tively small and not readily visible to the public.
Procedures exist to assure maintenance of sufti-
cient records to correct mistakes (lost items,
missent items. and so forth).

4. Efficiency. For items drawn on distant
banks the Federal Reserve collection system
helps assure a minimum number of institutional
handlings. Balances maintained solely for set-
tlement are also minimized because of the use
of reserve accounts for settlement.

5. Optional collection channels available. It
is possible for a bank to collect items through
a number of options in the current system.
Federal Reserve collection channels are used
primarily by member correspondent banks.
Smaller banks, both members and nonmembers,
use a correspondent bank as their primary col-
lecting agent.

6. Nationwide scope. A similar level of
service is available to all collecting and paying
banks wherever located.

In operating the collection service, a public
institution can assure that all regions of the
country are provided a basic level of service
at a recasonable price. Federal Reserve opera-
tions in the check collection system assure that
clearing time is relatively fast to all areas. And
they assure that terms of access to the check
collection system are equitable. However, this
is done by providing subsidies to low-volume
and remote financial institutions. The private
sector could provide such cross-subsidies only
if it earns cxcessive profits in high-volume,
high-profit regions.

The Federal Reserve Banks pass credit to
depositors on a predetermined schedule that is
intended to approximate collection times for the
items deposited. The fact that these schedules
are fixed provides a firm basis upon which
depositing banks can plan their cash positions
and manage their funds. This certainty also
provides a way for commercial banks to pass
credit to their depositors in an orderly fashion
without accepting unduc costs or risks.

This certainty is financed by the quantity
known as Federal Reserve check collection
float, the ditference at any time between the
value of credit for deposits given by the Reserve
Banks and the value of checks collected. If the
private sector were to assume the responsibility
of passing credit for checks on the same sched-
ule as the Reserve Banks, the expense of fi-
nancing the float would be a substantial cost to
the banking system that it does not now bear.
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If the Federal Reserve is not given the texi-
bility to adjust its prices to the marketplace,
there is a possibility that the private sector will
skim oft only the most profitable services leav-
ing the Federal Reserve with the least profitable
services and significantly higher average costs.
For example, in the check area the Federal
Reserve could be left collecting checks drawn
on low-volume and remote banks. Since the cost
of providing only this service would be ex-
tremely high, it would then have to be decided
whether users of Federal Reserve services
should be subsidized in order to assure contin-
ucd acceptability of these checks.

[t is vitally important that the Nation have
available a fast, reliable, and accurate payments
network to support the Nation’s monetary policy
as well as the needs of banking and commerce.
Implementation of monetary policy is facilitated
through Federal Reserve payments mechanism
operations. For example, the wire transfer of
funds and securitics capabilities of the System
provide a fast, reliable, and accurate vehicle for
the ctiects of open market operations to flow
across the banking industry. Our extensive in-
volvement in check collection operations allows
us early warning of bank liquidity problems that
become evident when settlement for checks
presented each day appears to be increasingly
ditficult for a bank. Also, if normal payments
mechanism services are interrupted by severe
weather or other emergencies. these circum-
stances are reported to the Open Market stafl
who can forecast monetary policy implementa-
tion strategy utilizing data derived from internal
operating reports.

A substantial reduction in the role of the
Federal Reserve in the check collection system
could have an impact on Federal Reserve pay-
ments  services provided to the Treasury
Department. Currently, the Federal Reserve
provides many secrvices that facilitate the pay-
ment of Government obligations. Financial in-
stitutions deposit Treasury checks with the Fed-
eral Reserve for payment. The largest number
of these checks are social security and other
benefit payments. For the most part, these
checks are issued and cleared during the first
few days of each month. The Federal Reserve
uses employees and equipment that arec em-

ployed in processing commercial checks to as-
sist in processing Government checks. If com-
mercial check volume were reduced to a point
where employment and equipment is cut back,
these resources would no longer be available
to assist in processing Government checks.

The Federal Reserve uses the same courier
service to deliver Treasury electronic funds
transfer payments that it uses to deliver checks
to financial institutions. If the number of banks
to which we deliver commercial checks were
reduced, the courter service would also be re-
duced. Without the courier service, the Treasury
would have to rely on other means for delivering
Federal Government payments.

Given the Federal Reserve’s role as a provider
of a basic level of service nationwide, which
I believe is a major factor contributing to the
smooth functioning of the payments mecha-
nism, let me caution against any constraining
legislation that could disrupt money flow opera-
tions. A provision in the Stanton bill, H.R.
12706, would require the Federal Reserve to
adhere to a fixed formula in setting prices. The
provision that requires the Federal Reserve to
basc its prices on direct and indirect costs as
well as costs that would have been incurred by
a private firm might place the Federal Reserve
Banks at a competitive disadvantage in relation
to private firms. Private firms rarely have their
prices bound to a fixed formula. It is my im-
pression that complete cost accounting in the
banking system is a little-used procedure when
pricing individual services. In most cases, ad-
justments are simply made to prevailing market
prices, with the only price constraint being
coverage of all costs in the long run. It is a
common practice for correspondent banks that
provide services somewhat comparable to those
offered by the Federal Reserve to cross-subsi-
dize their service lines. Banks may sufter losses
on payments services, for example, while re-
covering those losses from earnings from other
bank services such as lines of credit and loan
participations. My concern is that, unless the
Federal Reserve utilizes similar flexibility, it
will not be able to adjust to the realities of the
competitive marketplace and may be forced to
reduce or abandon its role as the provider of
a basic level of service nationwide.
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Let me muke it clear that [ have no problem
with using pricing to define the terms of access
to Federal Reserve services, to bring about a
more cfficient use of those services, or even to
determine the role the Federal Reserve should
play in the payments mechanism as long as we
do not allow private concentrations to be sub-
stituted for the Federal Reserve. [ do not believe
that it would be in the best interest of our
country to have the payments mechanism in the
hands of a severely limited number of private
institutions, and [ suspect that this concern is
shared by a great many smaller banks and other
nonbank financial institutions.

It is not absolutely necessary for the Federal
Reserve to price many of its services in order
to allow the private sector to compete. The
private sector is able to compete with the Fed-
cral Reserve because we have exercised restraint
in our involvement in the payments mechanisin.
For example, correspondent banks and service
organizations offer significantly broader check
processing services including dollar amount en-
coding, proof of deposits, transit check pro-
cessing  (including both collection of some
checks and routing others on for collection
through other banks and the Federal Reserve),
and demand deposit accounting (posting of
checks to customer accounts). In providing
transit check processing, the organizations are
frequently able to improve upon the availability

of Federal Reserve funds by direct routing of

checks to banks. It should be made clear that
Federal Reserve check-clearing operations and
commercial bank operations currently differ in
many respects. A considerable proportion of
Federal Reserve expense is related to delivery
of checks to all banks in the Nation each day
and to transportation of checks among zones
nationwide. Commercial banks expedite collec-
tion of checks based on the dollar amount of
the items whereas the Federal Reserve generally
does not discriminate based on dollar value. The
Federal Reserve sets rather stringent presorting
requirements on depositing banks and requires
all items to be fully encoded prior to deposit
whereas commercial banks are much more lib-
cral in sorting requirements and will perform
encoding operations for a price.

My recommendation is that we take a cau-
tious approach toward pricing of Federal Re-
serve services so that we do not unduly affect
the performance of the payments mechanism.
I believe that it is important for us at least to
see how pricing works and for the Federal
Reserve to gain experience in pricing before we
become bound to a formula that may do more
harm than good. 1 think this argues for flexi-
bility in establishing prices so that pricing can
help bring about a more eflicient use of pay-
ments services while at the same time acknowl-
edging the role of the Federal Reserve to con-
tinue to sct the rules of the road and to provide
a basic level of service nationwide. Ul

Statement by G. Williaim Miller, Chairman of
the Board of Governors of the Federal Reserye
Svstem, before the Subcommittee on Federal
Spending Practices and Open Government of
the Committee on Governmental Affairs, U.S.
Senate, August 4, 1978.

Thank you for the opportunity to appear before
your subcommittee to discuss the Government
in the Sunshine Act as it applies to the Board
of Governors of the Federal Reserve System and
to give you some of the Board’s experiences
and views relating to the implementation of the
act,

In the period of approximately 16 months of
operation under the Sunshine Act, the Board has
found compliance with the letter and spirit of
the act not to be unreasonably burdensome,
although there have been additional costs and
some  procedural difticulties. The ability to
function under the act has been due in large
measure to action by the Congress, strongly
supported by the Board, in formulating provi-
sions designed to address the specific problems
of agencies that deal with sensitive financial
information and the supervision and regulation
of financial institutions. Important among these
provisions arc exemptions from the open mect-
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ing requirements for confidential financial infor-
mation, information contained in bank ¢xami-
nation reports, and information the release of
which could lead to financial speculation in
currencies or securities or that could threaten
the stability of tinancial institutions.

Given the Board’s unique respon-
sibilities—particularly for the conduct of mone-
tary policy but also for supervision of State
member banks and regulation of all bank hold-
ing companics—these  exemptions  probably
apply to the Board’s meetings more often than
to those of any other covered agency.

The Board’s effective consideration of many
issues in the financial and supervisory area also
has been enhanced by the authority to use sum-
maries of minute entries. rather than a verbatim
recording, for agenda items closed under several
of these exemptions. This authority has en-
couraged a continuation of the free and open
discussion of sensitive matters that is so impor-
tant to the deliberations of a collegial body such
as the Board. Later, two additional subjects for
which minutes may be used will be suggested
since the Board believes free discussion of these
subjects has been somewhat impeded by the
current recording requirement.

Also, the authority to close meetings dealing
with recurring items under certain cxemptions
by regulation rather than by requiring individual
advance vote—the so-called ““expedited proce-
dures™ provision—has simplified the Board’s
operations under the Sunshine law, without any
disadvantage to the public.

EXPEDITED PROCEDURES

The Board’s regulation provides for a meeting
to be closed by a vote of at least four members
at the beginning of the meeting if the subjects
to he discussed fall within specified exemptions.
Typically. such closed meetings deal with sub-
jects involving monetary policy matters, such
as the setting of discount rates. use of the
discount window, changes in the limitation on
payment of interest on time and savings ac-
counts, and changes in reserve requirements or
margin regulations: proposals involving a spe-
cific bank or bank holding company formation

or further bank acquisition: other bank regula-
tory matters such as applications for member-
ship. issuance of capital notes. and investments
in bank premises: foreign banking matters: and
bank supervisory and enforcement actions such
as cease-and-desist and officer removal pro-
ceedings.

In adopting the Board's regulation providing
for the use of expedited procedures, it was
ascertained that of the 493 meetings of the
Board held in the three culendar years prior to
cnactment of the Sunshine law, 94 per cent
could have been properly closed pursuant to
exemptions that would sanction use of these
procedures. Because of the nature of the Board's
activities and the nature of the exemptions that
authorize the use of expedited procedures. it
may be expected that a substantial percentage
of the Board's agenda items will continue to
be closed under these procedures.

BOARD RECORD OF OPEN
AND CLOSED MEETINGS

Operating under the Government in the Sun-
shine Act during 1977, 27 per cent of the
Board’s 114 meetings were cither open or par-
tially open. At these meetings the Board con-
sidered 638 individual agenda items. of which
17.5 per cent were open and 82.5 per cent
closed. For many of the closed items, tape
recordings of the Board's discussions were
placed in the Board’s Freedom of Information
Office soon after the meeting, thus making these
discussions available to the public. Taking into
account the release of these recordings, another
5.3 per cent of the items considered by the
Board in 1977 are now open to the public.

For 1978 through June 30, 43 per cent of
the Board's meetings were either open or par-
tially open. The Bourd has considered a total
of 377 agenda items during this period: 26 per
cent in open sessions and 74 per cent in closed
meetings.

OPEN MEETING PROCEDURES

The Board has put a good deal of effort into
developing a program to aid the public in un-



derstanding and obtaming the maximum possi
ble benefit from its open mectings. A pamphlet
has been prepared to increase the public’s un-
derstanding ol the application ol the Sunshine
Act to the Board™s meetings.

The Bourd makes most stall memoranda con-
sidered at open meetings aviilable to the public
upon request submitted prior o the meeting.
Such requests we given prority treatment by
the Board's Secretary. Betore presentation of
an item on the agenda at an open meeting, a
briel statement of the issues ivolved is usually
made for the benelit of the public. Members of
the public attending the mecting are provided
with an agenda summarizing the issues o be
discussed. Photographs of Board members and
scating charts are available in the Board room.
Following cach mecting o representative of the
Public Affairs Office is avalable for further
questioning about the proceedings. In short, the
Board cndeavors to help the public understand
the proceedings at open meetings.

Twenty live persons attended the first open
meceting of the Board on March 28, 1977, Since
then attendance has varied widely. depending
on the public iterest i the subjects o be
considered. Attendance was large at one recent
meeting in which the Board™s proposed mem-
proposed  Community
Reinvestment Act regulation, and aspects of the

bership  program.  the

International Banking Act legislation were con-
sidered. That meeting was attended by aboul
85 members of the public. Otherwise. attend-
ance has ranged from O to 39, averaging 9 per
nieeting.

The Board maintains a matling list for notices
of meetings. [ addition to printing notices in
the Federal Register, the Board makes advance
notices of mectings available to the public at
the Board™s Freedom of Information and Public
Aflairs Othices and at the Treasury Department’s
press room. Also, notices ol open meetings are
provided o u news wire service for use on its
Washington
public to address inquiries to the Board™s Public
Allairs Oftice. which is prepared 1o provide
details about any meeting. In the event of an

City wire. T All notices invite the

unexpected change in an open agenda item,
when advance written notice s unlikely to be
received in time by the public, media repre
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sentatives who regularly attend such sessions
und individuals known to have an interest in
particular matters on the Board's agenda are
advised of the change by telephone. When the
change is significant. calls are also made to cach
of the persons on the Board™s Sunshine mailing
list - approximately 40 in number.

RECORDS OF MEETINGS

As indicated earlier. the Board has also made
a conscientious eflort to comply with the spirit
of the Sunshine Act with respect to the avail-
ability ol minutes, transeripts, and recordings.

The record of cach closed Board meeting is
made available to the public in the Board's
Freedom of Information Office promptly after
the meeting, unless the Board has voted to
withhold part or all of the discussion under the
act’s exemptions. For closed meetings there are
cither minutes or recordings that may be listened
to by members of the public. Transcripts of
recordings may be obtained upon request. Cover
sheets attuched to the released material indicate
whether the entire record is available and list
any subjects withheld. Material that is withheld
temporarity is released as soon as it is deter-
mined that the exemptions under which it was
withheld no longer apply. The public may come
into the Freedom of Information Office and
obtain immediate access to pertinent files, min-
utes, and records.

COSTS OF GOVERNMENT
IN THE SUNSHINE

While we have endeavored to maximize the
benefits to be derived from implementation of
the act, it should be noted that such etlorts are
not without associated costs. We have had to
reassign resources within our stafl so that two
persons now work solely on Sunshine matters,
one processing public announcements and the
other processing the recordings and minutes of
closed mectings. In order to meet our open
meeting and recording obligations. it has been
necessary to install a public address and multi-
track recording system at a substantial cost to
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the Board. Compliance with the substantive and
technical requirements of the act continues to
place heavy additional demands on statls of the
Secretary, the General Counsel. and others. We
estimate that the cost to the Board of complying
with the Sunshine Act is approximately $100,-
000 per year.

Another cost. of a somewhat diflerent nature,
but of particular concern to me. relates to the
delay in processing of matters before the Board
as a result of compliance with procedural re-
quirements of the act. For instance. some items
that prior to the act were brought to the Board
at 4 moment's notice are now delayed as much
as 2 weeks to accommodate the Sunshine public
notice and voting requirements. Items ready for
Board action at an open meeting have been
deferred in order that a grouping of such matters
may be presented at one open meeting. rather
than requiring the public to attend a scries of
mectings. cach with only one or two open items
on the agenda. The Board continues to consider
appropriate steps that might be taken to mini-
mize such delay.

SUGGESTED AMENDMENTS
TO THE ACT
The Board has previously written to you about
its concern as to any requirement that the
Board’s discussion of legislative matters be held
in open meetings prior to their presentation 1o
the Congress. It is the Board's belicf that the
Congress dealt with this question by adopting
exemption (9)(B) under which an agency’s de-
liberations may be closed if public discussion
would make known information, the premature
disclosure of which would be likely to frustrate
significantly the implementation of a proposed
agency action. Two reasons support closing of
legislative items on the basis of this exemption.
First. the legislative process usually contains
elements of negotiation and compromise, and
premature disclosure of positions on legislative
matters could significantly frustrate the attain-
ment of legislative goals sought by an agency.
Discussion of legislative matters often involves
the consideration of strategy to be pursued in
the accomplishment of legislative objectives fa-

vored by the Board. For example, the Board
may decide to support a particular legislative
proposal but determine at the same time to
support various alternative proposals should the
Board’s preferred position prove unacceptable
to the Congress. Premature disclosure of the fact
that the Board is willing to support alternative
proposals could significantly  frustrate the
Board’s ability to obtain support for its primary
objective.

Second, the Congress often expects that
views on legislative matters will first be given
to the Congress. The important working rela-
tionship between the Congress und the agencies
could be significantly frustrated if agency views
on legislative matters were prematurely  dis-
closed to the press and to the public.

Nevertheless, the Board's application of ex-
cmption (9)(B) to legislative discussions has
been questioned by parties asserting that it was
improper to use this section to close a meeting
considering testimony to be given to the Con-
gress. For this reason, the Board urges your
subcommittee to take action in the form of cither
an amendment or a clear statement in support
of the Board’s interpretation,

Even if the authority to close the discussion
of legislative matters under exemption (9)(B) is
clarified, another basic problem remains—the
inhibiting etfect that a requirement for verbatim
recording has on the Board’s consideration of
legislative matters. According to my colleagues
on the Board. the free and spontancous ex-
changes that were formerly present in Board
discussions of legislative matters have been
somewhat constrained by the recording require-
ments for such a meeting. It would scem that
the Board and other collegial agencies should
be able to communicate to the Congress posi-
tions that have been formulated during a meet-
ing that has permitted uninhibited expression of
cach member’s views. The public interest would
not be harmed if agency dcliberations were
conducted in closed nonrecorded sessions, the
results of which are later exposed to the public
in the course of committee hearings. The Board
recommends that the law be amended to permit
legislative discussions to be subject only to the
maintenance of minutes.

Discussion of sensitive personnel matters has
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also been hampered by the act’s recording re-
quirements. Board members, meeting in colle-
gial fashion, cannot be expected to express in
complete candor their views regarding candi-
dates for senior Federal Reserve positions when
each word spoken is recorded. The creation and
retention for at least 2 years of substantial num-
bers of recordings reporting such sensitive de-
fiberations seem unwise and, moreover. unnec-
essary. Accordingly. the Board also recom-
mends that the act be amended to enable an

agency to discuss individual personnel matters
in closed session subject to the maintenance of
minutes rather than the verbatim transcript or
recording now required.

Mr. Chairman, I assure you that the Board
intends to continue to carry out the letter and
spirit of the Government in the Sunshine Act
to the best of its ability. [ hope these comments
have been responsive o the subcommittee’s
request, and T will be pleased to answer any
questions you may have. Cl
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Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON JUNE 20, 1978

. Domestic Policy Directive

The information reviewed at this meeting suggested that output
of goods and services had expanded rapidly on the average in the
sccond quarter, reflecting the economy’s rebound in late winter
and carly spring from the effects of the unusually scvere winter
weather and the lengthy coal strike. More recently, however, the
rate of expansion appeared to have slowed. The rise in average
prices—as measured by the fixed-weighted price index for gross
domestic business product—accelerated markedly in the second
quarter. due in farge measure to substantial increases in food prices.

Stafl projections continued to suggest moderate expansion in
output over the year ahead. The anticipated rate of growth was
slightly lower than that projected a month earlier. mainly because
the assumptions regarding fiscal policy were modified to reflect
the administration’s decision to delay the proposed tax cut from
October | to January | and to reduce its size. The projected rate
of price advance had been raised slightly from that of & month
carlier. but it was still well below the rate in the second quarter.
The projections also suggested that the unemployment rate would
decline a bit further over the coming year.

Growth in production and employment moderated in May from
the rapid rates of preceding months. Thus, the industrial production
index increased 0.6 per cent. compared with gains of 1.2 and 1.4
per cent in March and April, respectively: and the rise in nonfarm
payroll employment in May was less than once-half the average
increase carlier in the year. In manufacturing, the gain in employ-
ment was relatively small and the average workwecek declined. The
labor force continued to grow substantially. and the unemployment
rate edged up to 6.1 per cent from 6.0 per cent in April.

Total retail sales were about unchanged in May, following 3
months of exceptionally large gains. Unit sales of new automobiles
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rose slightly further to a new high for the current expansion. It
appeared that some consumers were buying new cars in anticipation
of further price increases.

The latest Department of Commerce survey of business spending
plans, taken in fate April and May. suggested that outlays for plant
and cquipment would expand 1.2 per cent in 1978 this rate was
marginally above that reported in the Iebruary survey. Other indi-
cators of capital spending plans, such as manufacturers™ capital appro-
priations, contracts for commercial and industrial buildings, and
new orders for nondefense capital goods. appeared generally con-
sistent with continued moderate expansion in investment outlays.

The index of average hourly carnings for private nonfarni pro-
duction workers rose at an annual rate of about 3 per cent in May,
following increases averaging close 1o 10 per cent in carlier months
of 1978, T-or the first 5 months of the year the index had increased
at a somewhat faster rate than it had on the average in 1977, The
advance in the wholesale price index for all commodities also
slowed in May. reflecting smaller increases in prices of farm and
food products as of the time of the survey. Later in the month,
however, prices of a number of farm products advanced. In April
the consumer price index for all urban consumers rose at uan
acceelerated annual rate of nearly 11 per cent, owing to further
larpe increases in tood prices and to higher service costs, especially
those relating 1o homeownership. In general, prices had increased
considerably faster in carly [978 than during the year 1977,

In forcign exchange markets the trade-weighted value ol the
dollar reached a peak for 1978 in late May. Subsequently the dollar
declined by about 2 per cent. but it remained above the low for
the year that had been recorded in early April.

The renewed downward pressure on the dollar appeared to reflect
market concern about the high rate of inflation in the United States
relative to rates in other industrial countries and about the continu-
ation of large deficits in U.S. foreign trade and surpluses in the
trade of Germany and Japan. The deficit in April was about the
same as that in March but lower than the high level of the first
quarter. Both exports and imports rose considerably in April.

The rate of expansion in total bank credit, which had accelerated
sharply in April, slackened somewhat in May but remained above
the average [or other recent months. Bank holdings of securitics
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changed little, but total loans. led by a surge in business loans,
grew at an exceptional pace. Outstanding commercial paper of
nonfinancial businesses declined slightly in May.

Growth in the narrowly defined money supply (M-1) moderated
in May to an annual rate of about 6% per cent from the extraor-
dinarily rapid ratc of 19 per cent in April. Growth in M-2 and
M-3 also slowed in May. reflecting the deceleration in M-1. Inflows
of the interest-bearing deposits included in M-2 generally were
greater than in April as commercial banks issued a substantial
volume of large-denomination time deposits to finance the sharp
increase in business loans. However, inflows of funds into savings
deposits and small-denomination time deposits remained slow both
at banks and at thrift institutions. Preliminary data for the first
part of June suggested that growth in M-1 and M-2 would accelerate
in that month.

At 1ts meeting on May 16 the Committee had decided that the
ranges of tolerance for the annual rates of growth in M-1 and M-2
during the May-June period should be 3 to 8 per cent and 4 to
9 per cent, respectively, and it had judged that such growth rates
were likely to be associated with a weekly-average Federal funds
rate slightly above the level of 7% to 7% per cent prevailing at
that time. The Committee had agreed that if growth rates in the
aggregates over the 2-month period appeared to be deviating signi-
ficantly from the midpoints of the indicated ranges, the operational
objective for the weekly-average Federal funds rate should be mod-
ified in an orderly fashion within a range of 7% to 7% per cent.

In accordance with the Committec’s decision, the Manager of
the System Open Market Account began after the May meeting
to scek bank reserve conditions consistent with a firming of the
Federal funds rate to around 7% per cent. Incoming data throughout
most of the inter-meeting period suggested that growth in the
monectary aggregates would be well within the ranges specified by
the Committee, and the Maunager continued to seek conditions
consistent with a Federal funds rate of 7% per cent.

Data that became available a few days before this meeting
suggested that M-1 would grow in the May—June period at an annual
ratec of about 7% per cent, close to the upper limit of its range.
M-2 also was projected to grow in the 2-month period at a 7%
per cent rate, in the upper half of the range specified for that
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aggregate. These data suggested the need for Committee consulta-
tion, and on Junc 16, in view of the proximity of the meceting
scheduled for June 20, the Committee voted to direct the Manager
1o continue for the time being to aim for a Federal funds rate of
7Y per cent.

Other market interest rates had risen further in recent weeks.
Reflecting not only the rise in the funds rate but also substantial
business credit demands, market rates on short-term securities had
increased from 30 to 60 basis points since mid-May, and commer-
cial banks had raiscd the rate on loans to prime business borrowers
in two steps from 8% to 8% per cent. Yields on long-term securities
rose 3 to 20 basis points over the same period, apparently in
response to the rise in short-term rates and investor concerns about
the prospects for inflation.

Conditions in mortgage markets had continued to tighten recently
as strong demands for credit pressed against reduced availability
of funds at lending institutions. At savings and loan associations,
net mortgage lending activity in April-—the latest month for which
data were available—was close to its reduced rate in the weather-
affected first quarter, and mortgage commitments outstanding de-
clined turther. During the inter-meeting period there were further
increases in interest rates on new commitments for conventional
home loans at the associations and, in most regions, a tightening
of nonrate terms as well. Yields in the secondary market tor home
mortgages also had generally increased in recent weeks.

In the Committee’s discussion of the economic situation and
outlook, the members generally agreed that the growth in real
output of goods and services over the coming three quarters would
be substantially slower on the average than it had been in the
unusually strong quarter just ending. However, they still expected
real GNP to grow at a moderate. average rate during the year ending
with the second quarter of 1979, While some members thought
that average growth for that period would probably be at or a little
below the rate projected by the stafl, others expected somewhat
faster growth. A majority feared that the rise in prices would be
greater than the stafl anticipated. Most members thought that the
unemployment rate at the end of the period would be little changed
from the rates recently prevailing.

With respect to the months immediately ahead, a majority of
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the Committee members thought that the cconomy was likely to
show more strength than the staff projection suggested. These
members noted that both consumer and business sentiment appeared
to be strong, and they interpreted the latest data on consumer
behavior as evidence that many houscholds were adopting a specu-
lative approach to spending—anticipating needs for housing and
other durables, and in the process adding willingly to already heavy
debt burdens. While these members acknowledged that national
cconomic data did not yet suggest similar anticipatory spending
on the part of businesses, several noted that many businessmen
appeared to be optimistic about the prospects for their own firms
and industries and that such optimism might soon be reflected in
a step-up in over-all business inventory accumulation and invest-
ment outlays. A number of these members expressed concern about
the indications that inflationary expectations were strengthening and
that both business and labor were intensifying their efforts to protect
themselves through price and wage increases.

Two of the members who anticipated relatively strong growth
in the near term thought that the economy was likely to generate
sufficient momentum to maintain a favorable rate of expansion
beyond mid-1979. Others in this group were concerned, however, that
insofar as near-term spending of consumers and businesses embodicd
speculative tendencies, the resulting cconomic distortions might lead
to significantly slower growth in 1979.

Of the Committee members who anticipated less necar-term
strength in the economy. some suggested that current business
optimism might well reflect an overemphasis on the sharp rebound
that had occurred in recent months rather than a considered assess-
ment by businessmen of prospects for the futurc. These members
thought it unlikely that growth in consumer outlays would continue
at the recent rate, and they saw no obvious source of ottsetting
strength. They expected outlays for housing to slacken; they noted
that surveys of business investment plans did not reflect much
ebullience: and they thought businessmen would follow a cautious
approach to inventory expansion. Finally, they noted that Federal
fiscal policy would be less stimulative than anticipated carlier in
the year.

Several members of the Committee observed that relatively slow
cconomic growth would tend to dampen inflationary pressures and
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to bolster the position of the dollar in foreign exchange markets.
One of these members noted that economic activity in major
industrial countries abroad was expected to strengthen, and that
such a development would help to limit any deceleration in the
U.S. expansion. He added that a failure of activity abroad to
strengthen as expected would increase the chances of unsatisfactory
growth in the United States and would create additional problems
with respect to the U.S. current account.

At its meeting in April the Committee had agreed that from
the first quarter of 1978 to the first quarter of 1979 average rates
of growth in the monetary aggregates within the following ranges
appeared to be consistent with broad economic aims: M-1, 4 1o
6% per cent: M-2, 6% to 9 per cent; and M-3, 7% to 10 per
cent. The associated range for the rate of growth in commercial
bank credit was 7% to 10% per cent. It had also been agreed that
the longer-run ranges, as well as the particular aggregates for which
such ranges were specified. would be subject to review and modifi-
cation at subscquent meetings.

At this mecting, in discussing policy for the period immediately
ahcad, Committece members expressed considerable concern about
recent rates of growth in the monetary aggregates, particularly in
light of the continuing strength of inflationary pressures and expec-
tations. The members agreed that open market operations in the
inter-mecting period should be directed initially toward achieving
slightly firmer money market conditions, and that later in the period
the objectives of operations should depend on incoming data for
M-1 and M-2.

As at the preceding meeting, there were difterences of view with
respect to the degree of firming that might be undertaken. These
ditferences were reflected in opinions on such issues as the magni-
tude and speed of the initial move toward firmer money market
conditions and the amount of leeway-—in terms of the inter-meeting
range specified for the Federal funds rate—rtor further firming later
in the period.

As to the initial move, most members favored seeking an increase
in the Federal funds rate to 7% per cent from the prevailing level
of 7% per cent within a few days after this meeting. However,
one member suggested that this quarter-point increase be achieved
over a somewhat longer period, and another proposed that the initial
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increase be limited to one-cighth of a point. With respect to the
inter-mecting range for the Federal funds rate, most members fa-
vored 7% to & per cent, but a number preferred 7% to 8% per cent.

There was greater diversity of views with respect to the ranges
of tolerance to be specitied for the annual rates of growth in M-1
and M-2 in the June-July period. Of the ranges suggested for M-1.
the Towest was 3% to 8% per cent, and the highest was 6% to
10%: per cent: for M-2 the suggestions covered a similar span.
[t was noted during the discussion that if the monetary aggregates
accelerated in June, as suggested by carly data, growth over the
June—July period at rates near the midpoints of some of the lower
ranges proposed could be achieved only if there were to be a sharp
slowing in July. Some members. who were inclined to stress the
risks to the cconomy of rapid firming of money market conditions,
saw this circumstance as an argument for specifying relatively high
2-month ranges for M-1 and M-2. Other members. who placed
more stress on the importance at this time of limiting growth in
the aggregates for the sake of moderating inflationary pressures
and expectations, thought such firming would be called for if the
growth in the aggregates did not in fact slow sharply.

At the conclusion of the discussion the Committee decided that
the ranges of tolerance for the annual rates of growth over the
June-July period should be 5 to 10 per cent for M-1 and 6 to
10 per cent for M-2. The Committee agreed that during the coming
inter-mecting period operations should be directed initially toward
a Federal funds rate of 7% per cent, slightly above the prevailing
level of 7% per cent. Subsequently, if the 2-month growth rates
of M-1 and M-2 appcared to be significantly above or below the
midpoints of the indicated ranges, the objective for the funds rate
was to be raised or lowered in an orderly fashion within a range
of 72 1o 8 per cent. It was understood that in assessing the behavior
of the aggregates the Manager should continue to give approxi-
mately equal weight to the behavior of M-1 and M-2.

[t was also understood that the Chairman might call upon the
Committee to consider the need for supplementary instructions if
the rates of growth in the aggregates appeared to be above the
upper limit or below the lower limit of the indicated ranges at
a time when the objective for the funds rate had already been moved
to the corresponding limit of its range.
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At this meeting the Committee considered certain proposed
modifications in the language customarily cmployed in the con-
cluding paragraphs of the domestic policy directive. It was noted
that. perhaps because of the manner in which the directive was
worded, the 2-month ranges of tolerance for M-1 and M-2 were
subject to misinterpretation as embodying the Committee’s short-
run targets for these aggregates, intended to be achieved by appro-
priate changes in the Federal funds rate. In fact. however., the
Manager could not be expected regularly 1o achieve 2-month growth
rates in M-1 and M-2 within the specified ranges for various
reasons-—including the lag between changes in the Federal funds
rate and changes in these growth rates, and the brevity of the period
to which the operational paragraphs of any singie directive applied.

It was noted in the discussion that the Committee’s objectives
for the monetary aggregates were embodiced in the 1-year ranges
established at quarterly intervals, and that the adjustments made
from time to time in the Federal funds rate were intended to increase
the likelihood that the longer-run growth rates would fall within
these ranges. The purpose of the 2-month ranges was to provide
the Manager with an indicator for determining when changes in
the funds rate were appropriate: specifically, the Manager was
expected to adjust the funds rate within its range when the latest
projections of 2-month growth rates in M-1 and M-2 deviated
significantly from the midpoints of their ranges (or, it the Commit-
iee so indicated in the directive, when the projections for the
aggregates approached or moved beyond the limits of their ranges).

At the May mecting, following a preliminary discussion of this
matter, the Committee had deleted one potentially musleading
phrase from the language previously employed, to the eftect that
the Committee ““expects™ the 2-month growth rates to be within
the indicated ranges. At this meeting the Committee agreed upon
a more thorough revision of the customary language, in an effort
to reduce the chances of misinterpretations.

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

"

The information reviewed at this meeting suggests that real output
of goods and services has grown rapidly on the average in the current
quarter as activity rebounded from the effects of the unusually severe
winter weather and the lengthy coal strike. but the rate of advance
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most recently appears to be slowing. Following substantial gains
in March and April. increases in industrial production and nonfarm
payroll employment moderated in May and retail sales changed
little. The unemployment rate edged up from 6.0 to 6.1 per cent
in association with a large increase in the civilian labor force.
Average wholesale prices rose somewhat less rapidly in May than
carlier in 1978, reflecting smaller reported increases in farm products
and processed foods. So far this year prices have increased at a
considerably faster rate than they had on average during 1977. The
index of average hourly carnings also has increased at a somewhat
faster pace so far in 1978 than during 1977,

Since the end of May the trade-weighted value of the dollar
against major foreign currencies has declined about 2 per cent, but
it remains above ats carly-April low. The trade deficit in April was
down somewhat from its very high first-quarter rate.

Growth in M-1 moderated in May from the extraordinarily rapid
pace in April, and as a resubt growth in M-2 and M-3 also slowed.
Inflows of the interest-bearing deposits included in M-2 picked up
somewhat as commercial banks increased their reliance on large-de-
nomination time deposits to finance an unusually sharp increase in
business loans. Market interest rates have risen somewhat further
in recent weeks.

In light of the foregoing developments. it is the policy of the
Federal Open Market Cominittee to foster monetary and tinancial
conditions that will resist inflationary pressures while encouraging
continued moderate economic expansion and contributing to o sus-
tainable pattern of international transactions. At its meeting on April
18, 1978, the Committee agreed that these objectives would be
furthered by growth of M-1. M-2, and M-3 from the first quarter
of 1978 to the first quarter of 1979 at rates within ranges of 4
W 6% per cent. 6% to 9 per cent. and 7Y%2 1o 10 per ocent.
respectively. The associated range for bank credit is 7% to 0%
per cent. These ranges are subject to reconsideration at any time
as conditions warrant.

In the short run, the Committee secks to achieve bank reserve
and money market conditions that are broadly cousistent with the
longer-run ranges for monetary aggregates cited above, while giving
due regard to developing conditions in financial markets more
generally. During the period until the next regular meeting, System
open market operations shall be directed initially at attaining a
weekly-average Federal funds rate slightly above the current level.
Subsequently, operations shall be directed at maintaining the weekly
Federal funds rate within the range of 72 to 8 per cent. In deciding
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on his spectlic objective for the Federal tunds rate the Manager
shall be puided mainly by the relationship between the latest esti-
males of annual rates of growth in the June July period of M-I
and M-2 und the following ranges of tolerance: 5 to 10 per cent
for M-1 and 6 to 10 per cent for M-2. If. giving approximately
cqual weight 1o M-1 and M-2_ their rates of growth appeuar to be
significantly above or below the midpoints of the indicated ranges.
the objective for the funds rate shall be raised or lowered in an
orderly fashion within its range.

If the rates of growth in the aggregates appear to be above the
upper fimit or below the fower limit of the indicated ranges at a
time when the objective for the funds rate has already been moved
1o the corresponding limit of its range, the Manager is promptly
to notify the Chairman who will then decide whether the situation
calls for supplementary instructions from the Committee.

Voles for this action: Messrs. Miller, Volcker.
Baughman, Coldwell, Eastburn. Gardner, Jackson,

Partee, and Wallich. Votes against this action:
Messrs. Willes and Winn.

Messrs. Willes and Winn dissented from this action because they
favored more vigorous measures 1o curb the rate of growth in the
monetary aggregates. Both preferred ranges of tolerance for the
2-month growth rates in M-1 and M-2 lower than those approved
by the majority; in addition, Mr. Willes favored an upper limit
for the funds rate range of 8% per cent.

Mr. Willes, citing strong consumer and business credit demands
at prevailing interest rates, felt that a further rise in short-term
interest rates would not significantly damage cconomic prospects
and that, to the extent that such a rise tended to moderate inflation-
ary expectations, it would have a positive impact on the ecconomy.
Mr. Winn felt that if the Committee did not act now to assure
a reduction in the rates of growth of the aggregates. an excessively
restrictive policy would be required later on if the Committee’s
longer-range objectives were to be achieved.

2. Operations in Federal Agency Securities

At this meeting the Committee discussed its procedures with respect
to open market operations in Federal agency securities. The dis-
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cussion arose because of a potential problem posed by a statutory
requirement that Federal Reserve note liabilities be collateralized
by eligible assets, which included direct obligations of the Treasury
but not Federal agency issues. At times recently, the margin of
actual collateral over that required had been relatively small. The
Board of Governors had proposed legislation that would make
Federal agency issues eligible as collateral, but the Congress had
not yet acted on the proposal.

It was noted that the problem of maintaining sufficient collateral
for Federal Rescrve notes could become critical at some point
before the enactment of such legislation if, for example, a need
arose 1o sell a substantial volume of Treasury securities to absorb
redundant member bank reserves. [t was also noted that the problem
would be mitigated by some slowing of the rate of growth in System
holdings of agency securities and a correspondingly larger increase
in holdings of Treasury sccurities.

Paragraph 1(a) of the Committee’s authorization for domestic
open market operations authorizes the Federal Reserve Bank of
New York to sell. as well as to buy, Federal agency securities
for the System Open Market Account. Historically, however, sales
of such securitics have been quite infrequent. It was the sense of
the Committee that modest sales of agencey issues would be appro-
priate from time to time. but only when market circumstances
permitted and when sales ol securities were consistent with the
objectives of open market operations. [t was noted in the discussion
that, even apart from the problem of collateral requirements,
occasional sales of agency issues would help enhance the flexibility
of open market operations. The Committee also agreed that the
Desk should reduce somewhat the volume of agency issues it
purchased when supplying reserves, and that occasionally, when
there was a need to absorb reserves, it should redeem maturing
ageney issues for cash rather than routinely exchange them for
new issues.

3. Authorization for Foreign Currency Operations

At this meeting the Committee approved a technical amendment
to paragraph 1> of the authorization for foreign currency opera-
tions, under which the definition contained in the second sentence
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of that paragraph of ““over-all open position in all foreign curren-
cies™" is given as ““the sum (disregarding signs) of net positions
in individual currencies™ rather than as “‘the sum (disregarding
signs) of open positions in cach currency.”” This change was
approved in the interest of clarity, and to make the language of
this paragraph conform to certain new language concurrently intro-
duced in the procedural instructions governing foreign currency
operations, as described below.
With this amendment, paragraph 1D read as follows:

To maintain an over-all open position in all foreign currencies
not exceeding $1.0 billion, unless a larger position is expressly
authorized by the Committee. For this purpose, the over-all open
position in all foreign currencies is detined as the sum (disregarding
signs) of net positions in individual currencies. The net position
in a single foreign currency is defined as holdings of balances in
that currency. plus outstanding contracts for future receipt, miinus
outstanding contracts for future delivery of that currency, ie., as
the sum of these clements with due regard 1o sign.

Votes for this action: Messrs. Miller, Volcker.
Baughman, Coldwell, Eastburn, Jackson, Partee.
Wallich, Willes, and Winn. Votes against this ac-
tion: Nonc. Absent and not voting: Mr. Gardner.

Under the first sentence of paragraph 1D, which was not affected
by the foregoing amendment, the Federal Reserve Bank of New
York is authorized, tor System Open Market Account, to maintain
an over-all open position in all foreign currencies not exceeding
$1.0 billion, unless a larger position is expressly authorized by
the Committee. On March 21, 1978, the Committee had authorized
an open position of $2.25 billion in view of the scale of recent
and potential System operations in foreign currencies. On May 16,
1978, the Committee had reduced this limit to $2.0 billion, in
light of decreases in the System’s open position. Against the
background of further decreases in the open position, the Commit-
tee reduced the limit to $1.5 billion at this mecting.

Votes tor this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Jackson, Partee,
Wallich, Willes, and Winn. Votes against this ac-
tion: None. Absent and not voting: Mr. Gardner.
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4. Procedural Instructions with Respect to Operations Under
the Foreign Currency Documents

In December 1976 the Committee had adopted certain procedural
structions for the purpose of clarifying the respective roles of
the Committee, the Forcign Currency Subcommittee designated in
paragraph 6 of the authorization for foreign currency operations,
and the Chairman in providing guidance to the Manager of the
System Open Market Account with respect to proposed or ongoing
foreign currency operations under the authorization and the foreign
currency directive. Paragraph IB of the instructions called for
clearance of any transactions that would result in gross transactions
in a single foreign currency exceeding $100 million on any day
or $300 million since the most recent regular meeting of the
Committee. At its meeting in March 1978 the Committee amended
paragraph 1B to increase these dollar limits, which had occasionally
hampered ongoing operations, and to remove an ambiguity in the
language.

At this meeting the Committee decided to discontinue the use
of the concept of gross transactions in the procedural instructions.
In its stead it introduced (a) a clearance requirement formulated
in terms of daily and inter-mecting changes in the System’s net
position in a single foreign currency and (b) a requirement for
clearance of any operation that might gencrate a substantial volume
of trading in a particular currency by the System. regardless of
the effect on the System’s net position in that currency. The purpose
of these changes was to improve the eflectiveness of the consulta-
tion procedure. In addition, for the sake of clarity the word
““transaction’” was replaced by the word “‘operation™ wherever
the former had occurred in the instructions.

The two new provisions were identified as paragraphs 1B and
1C. Paragraph 1A, which refers to daily and inter-meeting changes
in the System’s over-all open position in foreign currencics, was
retained, and the paragraph previously designated 1C, which relates
to swap drawings by foreign central banks, was redesignated 1D.

With these changes, the procedural instructions read as follows:

’

In conducting operations pursuant to the authorization and direc-
tion of the Federal Open Market Committee as set forth in the
Authorization for Foreign Currency Operations and the Foreign
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Currency Directive, the Federal Reserve Bank of New York, through
the Manuaper ol the System Open Market Account, shall be guided
by the tollowing procedural understandings with respect to consul
tations and clearance with the Committee, the Foreign Currency
Subcommittee . and the Chairman of the Committee. All operations
undertaken pursuant to such clearances shall be reported promptly
to the Comnittee

. "The Manager shall clear with the Subcommiittee (or with the
Charman. if the Chairman believes  that consultation with  the
Subconmmittee is not feasible in the time available):

A Any operation which would result in o change in the
Systems over all open position in foreign currencies exceeding $100
million on any day or $300 million since the most recent regular
meeting of the Commitiee.

B. Any operation which would result in o change in the
System’s net position in a single foreign currency exceeding $100
million on any day or $300 million since the most recent regular
meeting ol the Commitlee.

C. Any operation which might generate o substantial volume
of trading in a particular currency by the System. even though the
change in the System’™s net position in that currency nvight be less
than the limits specitied in 1.

D Any swap drawing proposed by a torcign bank not exceed-
ing the larger of (i) $200 million or (ii) 15 per cent of the size
ol the swap arrangement

2. The Manager shall clear with the Committee (or with the
Subconunittee. if the Subcommitice believes that consultation with
the tull Committee s not feasible in the time available, or with
the Chaurman, il the Chairman believes that consultation with the
Subconmmitiee is not feasible in the tme available):

AL Any operation which would result in a0 change n the
System’s over all open position in foreign currencices exceeding $500
million since the most recent regular meeting ol the Committee.

B. Any swap drawing proposed by a foreign bank exceeding
the larger of (1) $200 million or (i) 15 per cent of the size of
the swup arrangement.

3. The Manager shall also consult with the Subcommittee or the
Chairman about proposed swap drawings by the System, and about
any operations that are not of @ routine character.

Votes for this action: Messrs. Miller, Voleker.
Baughman. Coldwell. Eastburn. Jackson, Partee.
Wallich. Willes. and Winn. Votes against this ac
tion: None. Absent and not voting: Mr. Gardner.

Records of policy actions taken by the Federal Open Murket Committee at cach
mecting. in the form in which they will appear in the Board's Annwal Report, are
released about womoenth after the meeting and are subsequently published in the
Buoinn i,
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Statutes, regulations, interpretations, and decisions

LOANS TO EXECUTIVE OFFICERS
OF MEMBER BANKS

The Board of Governors has amended its Regu-
lation O in order to clarity a type ol indebtedness
that is excluded from the detinition of extension
of credit.

Etfective June 30, 1978, Section 215.2(¢) i

amended to read as follows:

SECTION 215.2- -DEFINITIONS

(¢) “"Extension of credit’™ and “rextend

Stk

credit.

Such terms. however. do not include:

(1v) indebtedness arising by reason of general
*under which a bank (@) acquires
charge or time credit accounts or (b) makes pay-
ments 1o or on behalt of participants in 2 bank
credit card plan, check credit plan, or similar plan,
except that this subdivision (iv) shall not apply
to indebtedness of an executive oflicer to his own
bank to the extent that the aggregate amount
thereof exceeds $5.000 or to any such indebt-

arrangements

edness to his own bank that involves prior indi-
vidual ¢learance or approval by the bank other than
for the purpose of determining whether his partic-
ipation in the arrangement is authorized or whether
any dollar Iimit under the arrangement has been
or would be exceeded.

#The expression “general wrangement’ is not intended to
include an arrangement whereby an exeeutive oflicer incurs
idebtedness under a bank credit card plan, check credit plan,
or sinilar plan under terms more favorable than those offered
to the general public

CREDIT BY BROKERS AND DEALERS

The Board of Governors has amended its provi-
sion of Regulation T concerning  subordinated
credit for capital purposes to relax the rule cover-
ing subordinated  loans  between  brokers  and
dealers so us 1o permit any individual or firm
subject to Regulation T to extend and maintain
subordinated credit to another broker or dealer for
capital purposes.

Etfective July 12,

1978.
amended to read as follows:

Section 220.4 s

SECTION 220.4 - SPECIAL ACCOUNTS

(f) SPECIAL MISCELLANEOUS ACCOUNT. In
a special miscellaneous account, a creditor may:

e Y s iy

(2)
(iiy Extend and maintain a subordinated loan
to another creditor for capital purposes: Provided,
That
(a) Either the lender or the borrower is a firm
or corporation which is a member of a national
securities exchange or national securities associa-
tion, the other party to the credit is an athiliated
corporation of such firm or corporation, the credit
is not in contravention of any rule of the exchange
or association and the credit has the approval ol
appropriate committees of the exchange or associ-
ation, or
(b) The lender as well as the borrower is a
creditor as defined in section 220.2(b). the subor-
dinated loan agreement has the approval of the
appropriate  Examining Authority as detined in
Securitics and Exchange Commission Rule 15¢3-
I(¢c)(12) (12 CFR 240.15¢3-1¢¢)(12)) and such
Examining Authority is satisticd, in the case of
a borrower who would be considered a customer
of the lender apart from the subordinated loan,
that the loan will not be used to increase the
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amount of dealing in securities for the account of
the borrower, his firm or corporation or an afli-
liated corporation of such firm or corporation.

TRUTH IN LENDING

The Board of Governors has amended its Regu-
lation 7. to create an exception o the rescission
provisions of the regulation for individual transac-
tions under certain open end-credit plans secured
by consumers’ residences.

SECTION 226.9—RIGHT TO RESCIND
CERTAIN TRANSACTIONS

(g) Exceptions to general rule ###
(6) Individual transactions under an open end
credit account: provided:

(i) That the creditor and the seller are not the
same or related pcrmn.\,""‘

(ii) That the creditor provides the disclosure
required by § 226.9(by at the time the disclosures
required under § 226.7(a) are required to be made.,
or, if the security interest is not retained or ac-
quired at the time the § 220.7(a) disclosures are
required to be made. at the time the security
iterest is retained or acquired.

(i1i) That the creditor does not change the terins
of a customer’s account within the meaning of
§ 226.7(t) or increase the customer’s line of credit
without atfording the customer the opportunity to
refuse the change in terms or the increase. If the
customer refuses the change in terms, the creditor
need not extend any further credit on the account;
however, the customer shall have the right to repay
any existing obligation on the account under the
then existing terms of the account. At the time
a disclosure of a change in terms under § 226.7(1)
is required to be made or prior 1o an increase in
the customer’s line of credit. the creditor shall
provide the customer with two copies of a disclo-
sure setting forth, as applicable: the fact that the
creditor intends 1o change the terms or increase

T For purposes of § 226 9(0(0) a person is related tooa
creditor it that person would be deemed related to the ereditor
under footote Yb o § 226.7(k).

the line of credit of the customer’s account; the
fact that the account is secured by the customer’s
real property: and the Tact that the customer may
refuse the change in terms and repay any existing
obligation under the then existing terms of the
account, or refuse the increase in the line of credit,
by giving the creditor written notice within three
business days of the date of the disclosure.

(iv) That at least once cach calendar year the
creditor furnishes to the customer @ disclosure of
the fact that the customer’s account is secured by
the customer’s real property and that failure to pay
any outstanding balance in accordance with the
terms of the account could result in the loss of
the customer’s real property.

(v) That cach disclosure provided pursuant
hereto is made on one side of a statement separate
from any other documents, that the disclosure sets
forth the name of the creditor and, in the case
of the disclosures required by subparagraph (iii)
hereof, the creditor’s address, the date on which
the disclosure is furnished to the customer, the
date by which the customer should give notice of
refusal of the increase in the line of credit or the
change in terms of the account, and the fact that
once copy of the disclosure can be used for that
purpose.

INTERPRETATION OF REGULATION Z

SECTION 226.904 —RiGHT oF RESCISSION FOR
CeERTAIN OPEN END CREDIU ACCOUNTS

Section 226.9(g)(6) provides an exception to the
right of rescission for individual transactions on
an open credit account provided, among  other
things, that the disclosures required by that section
are made at the times specitied. The question arises
as to what disclosures will satisty the requirements
of §§ 226.9(2)(0)(iii) and (iv).

The disclosures set forth in sample “‘notices to
customers required by Federal law.”” if accurate
and when properly completed, will satisfy  the
requirements, as to torm and content, of the indi-
cated sections of the regulation. No specific type
size or style is required. If the real property on
which the security interest may arise does not
include a dwelling, the creditor may substitute
such words as ““the property you are purchasing™
for “*your home™ or ““lot” for “*home™ where
these words appear in the disclosures.
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SECTION 226.9(2)(0)(1i1) (INCREASE IN LINE OF CREDIT)

NOTICE TO CUSTOMER REQUIRED BY FEDERAL LLAW:

(name of creditor)

has approved an increase in the amount of credit available to you on \ou1 open-end account sceured

by your home. Any additional credit you use will also be secured by your home. You have a right

to refuse to accept this increase. You may cexercise this right within three business days from
_ (date disclosure delivered to customer) by notifying us at__ o

(address of creditor’s /)/utﬂ_ business)

. —by mail or telegram sent not

later than midnight of (date) . You may also use any other
form of written notice to refuse the increase if it is delivered 1o the above address not later than that
time. ‘This notice may be used for that purpose by dating and signing below.
I hereby refuse the increase in the credit available on my account.
tdute) _ (customer’s signature)

SECTION 226.9(2)(0)(111) (CHANGE IN TERMS)

NOTICE TO CUSTOMER REQUIRED BY FEDERAL LAW:

(name of creditor)
intends (o c_hu_ngc the terms of your open-end credit account which is secured by your home. You
have a right to refuse to accept this change in terms. If you refuse this change in terms, we have
the right 1o refuse to extend any turther credit on your open-end account and may require you to
repay any cxisting obligation on your account under the present terms of the account. You may exer-
cise your right to refuse the change in terms within three business days from

{date disclosure delivered 10 custonier) _ by notifying us uat ____ _ _ ___ e
(address of creditor’s place of business) hv mail or telegram sent not later than midnight of
o (date) - - You may also use any other form of written notice

to u,tusc thc change in terms if it is delivered to the above address not later than that time. This
notice may be used for that purpose by dating and signing below.

I hereby refuse the change in the terms of my account.
_(dun') - (customer’s signature)

SECTION 226.9(2)(0)(iv) (ANNUAL DISCLOSURE )

NOTICE TO CUSTOMER REQUIRED BY FEDERAL [LAW:

This is to remind you that your open-end credit account with

(name of creditor) - is secured by a lien. mortgage. or other security

interest on your home. This means that your failure to pay any outstanding balance in accordance
with the terms of the account could result in the loss of your home.




Law Department 673

BANK HOLDING COMPANY AND

BANK MERGER ORDERS ISSUED BY THE BOARD OF GOVIERNORS

ORDERS UNDER SECTION 3
or BANK HorpinG CoMpany AcT

American Bancor, Litd..
Dickinson, North Dakota

Order Approving
Formation of Bank Holding Company

American Bancor, Lid.. Dickinson. North Da-
kota, has applied for prior approval under section
3ay(ly of the Bank Holding Company Act (12
U.S.C. § 1842¢a)(1) to become a bank holding
company through the acquisition of stock interests
in the following North Dakota banks: 97.75 per
cent of the voting shares of American State Bank
of Dickinson. Dickinson (“"Dickinson Buank™7):
100 per cent of the voting shares of American State
Bank of New bngland, New England (""New
England Bank™"): and 100 per cent of the voting
shares of American State Bank of Killdeer, Kill-
deer ('Killdeer Bank™).

Notice of the application. atfording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(b) of the Act. The time for filing comments and
views has expired. and the application and all
comments received have been considered by the
Board in light of the factors sct forth in section
3(¢) of the Act (12 LLS.C. § 1842(0)).

Applicant is @ nonoperating corporation organ-
ized for the purpose of becoming a bank holding
company through the acquisition of Dickinson
Bank ($13.4 million in deposits), New England
Bank ($7.7 million in deposits), and Killdeer Bank
($7.1 million in deposits.)' Upon acquisition of
the three banks, Applicant would become the 17th
largest banking organization in North Dakota,
controlling 0.8 per cent of the total deposits in
commercial banks in the State.

Dickinson Bank. New England Bank, and Kill-
deer Bank are all located in the predominately rural
and agricultural Dickinson banking market* and
rank, respectively, as the third. fifth, and sixth
largest of cight banking organizations in the mar-
ket, controlling 10.7, 6.5, and 6.1 per cent, re-

' Unless otherwise indivated, all deposit data are as ot
December 31, 1977,

2 The Dickinson banking market is approximated by all ot
Stark County, the southwestern halt of Dunn County. and the

northwestern quarter of Hettinger County . in North Dakota.
All market data are as of June 30, 1977,

spectively. of market deposits. The subject pro-
posal involves a restructuring of Banks™ owner-
ship.* Since Dickinson Bank was established de
novo by Applicant’s principals in 1964, there was
no climination of existing competition at that time.
However, when Killdeer Bank was acquired in
1977, some existing competition was eliminated.
Killdeer Bank is located approximately 33 miles
north of Dickinson Bank, and New England Bank
is located approximately 26 miles south of Dick
inson Bank. Upon consummation of the proposal.
Applicant would become the third largest banking
organization in the market, controlling 23.3 per
cent of narket deposits. Morcover, there are a
number of banking alternatives remaining in the
relevant market that serve as alternate sources of
banking scrvices. While approval of the subject
proposal would further solidify the existing rela-
tionship between the three aflihated banks and
reduce the likelihood that the banks would become
independent competitors in the future, based upon
the facts of record, including the small size of cach
of the three banks to be acquired, their distances
from cach other, their rank in the market, and the
presence of banking alternatives in the Dickinson
bunking market, it appears that consummation of
the proposal would have only slight adverse ettects
upon competition.

The financial and managerial resources and fu-
ture prospects of Applicant are dependent upon
those of its subsidiary banks. Applicant’s projected
twelve-year amortization schedule for the retire-
ment of its acquisition debt appears to provide
Applicant with the necessary financial lexibility
to mect its annual debt servicing requirement and
to maintain an adequate capital position for its
subsidiary banks. The managerial resources of
Applicant and its three subsidiary banks are con-
sidered satisfactory and the future prospects of
cach appcar Accordingly, consid-
crations relating to banking factors are consistent
with approval of the application.

favorable.

# Prickinson Bank and Killdeer Bank are controlled by Ap
plicant’s principals. New  England Bank i controlled by
Trans Western Corporation, Dickinson. North Dakota (7T
W7o which is wholly-owned by Applicant’s principals. T-W
proposes i pro rata distribution of New England Bank's shares
1 W two sharcholders, Tollowing such distribution. Ap
plicants principals (and certinn oflicers/directors of its subsid
iy banks) would then directly own all of the voting shares
ol cach of the thiee banks. Applicant will then exchange its
shares for the voting shares of New England Bank and Dickin
son Buank and purchase the shares of Killdeer Bank.,
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Although consummation of the proposal would
effect no further changes in the banking services
offered by Banks in the immediate future, since
acquiring Dickinson Bank Applicant’s principals
have improved and enlarged that bank’s physical
fucilities to better serve the needs of the commu-
nity. In addition, Applicant’s principals plan to
move Killdeer Bank to a new facility in the fall
of 1978. Applicant’s principals have also installed
a data processing system to serve all three banks.
It is contemplated that following consummaltion
of the proposal Applicant will continue to expand
and improve the facilities and services of the three
banks. Thus, it appears that convenience and needs
factors are sufficient to outweigh the slight adverse
competitive eflects that might result from  this
proposal. Based upon the foregoing and other
considerations reflected in the record, it is the
Board's judgment that the proposed acquisitions
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 consummated (a) betore
the thirticth calendar day following the effective
date of this Order or (b) later than three months
after the eftective date of this Order, unless such
period is extended for good cause by the Board,
or by the Federal Reserve Bank of Minneapolis
pursuant to delegated authority.

By order of the Board of Governors, effective
July 17, 1978.

Voting for this action: Governors Wallich, Coldwell,
Jackson, and Partee. Absent and not voting: Chairman
Miller and Governor Gardner.

(Signed) GrirFrtH L. GARWOOD,

{seaL] Deputy Secretary of the Bourd.

Central Bancshares of the South. Inc..
Birmingham. Alabama

Order Approving Acquisition of Bank

Central Bancshares of the South, Inc., Bir-
mingham, Alabama, a bank holding company
within the meaning of the Bank Holding Company
Act, has applied for the Board's approval under
§ 3(a)d) of the Act (12 U.S.C. § 1842¢a)(3)) to
acquire all of the voting shares. less directors’
qualifying shares, of Central Bank of Dothan,
N.A.. Dothan, Alabama (**Bank’). a new bank
that Applicant proposes to open no sooner thun
January 1979,

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
application and all comments received in light of
the factors set tforth in § 3(¢) of the Act (12 U.S.C.
§ 1842(¢)). These comments include, but are not
limited to, those submitted on behalf of Bank of
Dothan, Dothan, Alabama (‘*Protestant Bank™").

Applicant, the fourth largest banking organi-
zation in Alabama, controls ten banks with total
deposits of approximately $1.3 billion, repre-
senting 1 1.8 per cent of total deposits in commer-
cial banks in the State.' Because Bank is a pro-
posed new bank, Applicant’s acquisition of Bank
would not cause any immediate increase in Appli-
cant’s share of commercial bank deposits in the
State.

Bank is to be located in downtown Dothan in
the Houston County banking market,? which is
served by eight commercial banking institutions,
including four of Alabama’s five largest bank
holding companies. Inasmuch as Bank is a pro-
posed new bank and Applicant is not currently
represented in the market. consummation of the
proposal would not eliminate any existing compe-
tition, nor does it appear that it would eliminate
any potential competition or increase the concen-
tration of banking resources in any relevant area.
Thus, the Board concludes that the eftects of the
proposal on competition are consistent with ap-
proval of the application.

The Comptrolier of the Currency has granted
preliminary approval of a charter for Bank. which,
as noted above, is a proposed new bank. Protestant
Bank claims that there is no need for an additional
bank in Dothan and that approval of this applica-
tion would affect the viability of Protestant Bank,
which opened for business in December 1976.

The record in this case reflects that the Comp-
troller of the Currency declined to grant prelimi-
nary approval of a charter for Bank until March
7, 1978, after Protestant Bank had been in opera-
tion for more than one year. In August 1977 the
Comptroller held a hearing on Applicant’s petition
for a charter for Bank in which Protestant Bank
participated. and the Comptroller determined that
a charter for Bank would be appropriate at this
time. No information has been submitted indicat-

' Bunking data are as of December 31, 1977,
* The Houston County banking market is approximated by
Houston County.
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ing that Protestant Bank has experienced any un-
usual difficulties in establishing itself in the Dothan
area. The record does reflect that between the years
1970 and 1975 the population in the Dothan arca
grew by an cstimated 221 per cent. During the
same period, the population of Alabama grew by
an estimated S per cent. In view of growth trends
in the Dothan area, the fact that the Comptroller
of the Currency has already delayed the chartering
of Bank in order to allow Protestant Bank to
establish itself in the market and the fact that Bank
will not open before January 1, 1979, it does not
appear that approval of the application would
endanger the viability of Protestant Bank. Fur-
thermore, it appears that approval of the applica-
tion would increase available banking services by
providing an additional banking alternative in the
Houston County market. Considerations relating
to the convenience and needs of the community
to be served lend some weight toward approval
of the application.

Protestant Bank also has suggested that the
proposed management of Bank has circumvented
regulatory authoritics by engaging in activities that
should not be undertaken until Bank is fully ap-
proved and ready 1o operate. However, no infor-
mation of record indicates that Applicant has done
anything more than take preliminary steps towards
its establishment, and the Regional Administrator
of National Banks has found no impropricty in
Applicant’s activities. The financial and manage-
rial resources of Applicant, its subsidiaries, and
Bank are regarded as generally satisfactory, and
their future prospects appear favorable. These fac-
tors arc consistent with approval of the application.
It is the Board’s judgment that the proposed ac-
quisition would be in the public interest and that
the application 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-
tieth calendar day following the ceffective date of
this Order or (b) later than three months after that
date, and (¢) Central Bank of Dothan, N.A_,
Dothan, Alabama, shall be opened for business
not later than nine months after the effective date
of this Order. It is understood that Bank is not
to open before January 19790 Each of the periods
described in (b) and (¢) may be extended for good
cause by the Board, or by the lederal Reserve
Bank of Atlanta pursuant to delegated authority.

By order of the Board of Governors, eflective
July 25, 1978.

Voting for this action: Chairman Miller and Gover-
nors Wallich and Coldwell. Present and  abstaining:
Governor Jackson. Absent and not voting: Governors
Gardner and Partece.

(Signed) Grurvrra L. Garwoob,

[SEAL] Deputy Secretary of the Board.

Central National Bancshares, Inc.,
Des Moines, lowa

Order Approving Acquisition of Buank

Central National Bancshares. Inc., Des Moines,
lowa. 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.S.Co§ 1842ca)(3)) to acquire 80 per
cent or more of the voting shares of Union Trust
& Savings Bank, Fort Dodge, Towa (""Bank ™).

Notice of the application, allording, opportunity
for interested persons o 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 light of
the factors setforth in § 3(¢) of the Act (12 U.S.C.
§ 1842(¢)).

Applicant, the fifth largest banking organization
in lowu. controls nine subsidiary banks with ag-
gregate deposits of approximately $435.4 million,
representing 3.1 per cent of total deposits in com
mercial banks in the State. ' Acquisition of Bank,
with deposits of S71.5 million, would make Ap
plicant the fourth largest banking organization in
the State and would increase Applicant’s share of
deposits in commiercial banks in lowa by 0.5 per
cent.

Bank is the sccond largest of cight banks com-
peting in the Fort Dodge banking market,? holding
29.8 per cent of deposits in commercial banks in
that market. None of Applicant’s banking subsidi-
aries competes in the relevant market and  the
oftice of Applicant’s subsidiary bank closest to an
oftice of Bank is separated by approximately 34
miles. From the record. it appears that there is
between
Bank and any ot Applicant’s banking or nonbank

currently no  meaningful  competition

ing subsidiaries and it appears unlikely that any

significant competition would devetop between
"AI banking data are as of Decemiber 31, 1977

e Fort Dodge banking ncoket is approximated by Web

ster County and Cedar and Reading townships in adjoining
Cathoun County. all in Towa.
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them in the future, particularly in light of Towua’s
branching law. Accordingly, consummation of the
proposal will have no significant adverse effect on
existing competition or on concentration of bank -
ing resources in the relevant banking market.

While Applicant could enter the Fort Dodge
banking market by estabhishing a de novo bank.
that market does not appear to be attractive lor
de novo entry . Inits Order of November 21, 1977,
approving the application of Northwest Bancor-
poration, Minneapolis, Minnesota, to acquire First
National Bank. Fort Dodge. Towa, which is lo-
cated 1 the same relevant market involved in this
proposal, the Board determined that the Fort
Dodge banking market is relatively unattractive for
de novo cutry * I particular, the Board found,
biased o the record of that application,  which
included a fickd study conducted by the Federal
Reserve Bank of Minneapolis, that the populition
of Webster County decrecased 208 per cent from
1970 1o 1975 and that new construction projects
in the arca were not likely to have a sipnificant
impact on the Jocal cconomy. The record with
respect o this proposal indicates that the Fort
Dodge banking murket continues (o remain unat-
tractive for de novo entry. The ratio of population
per banking office n the relevant market is below
the State average. Moreover. the population of
Webster County is projected to decline further
through 198G, Accordingly . the Board concludes
that although consummation of the subject pro
posal will eliminate a slight amount of potential
competition, it would not have a significant ad-
verse ellect on competition.

The tinancial and managerial resources of Ap-
plicant and its subsidiaries, as well as those of
Bank. are regarded as satistactory and their tuture
prospects appear Favorable. Thus. banking factors
are consistent with approval of the application. If
the application is approved, Applicant proposes Lo
make avatlable 1o customers ol Bank some new
services, mcluding a full range of rust services.
aned international banking, investment advisory,
and data processing services. These considerations
relating to conventence and needs of the commu-
nity to be served lend weight toward approval of
the application and outweigh any adverse compet-
itive elfects that might resalt from consummation
of the subject proposal. ‘Therelore | itis the Board™s
judgment that the proposed acquisition is in the
public interest and that the application should be
approved.

Y hederal Reserve Brrrenes [O96 (1977

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

By order of the Board ot Governors, elfective
July 31, 1978.

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

(Signed) Groreirg L. GARWOOD,

[sear] Deputy Secretary of the Board.

Dakota Bankshares, Inc..
Fargo, North Dakota

Order Granting Request for Reconsideration and
Approving Formation of Bank Holding Company

Dakota Bankshares, Inc., FFargo, North Dakota
¢ Dakota™), has applied for the Board’s approval
under section 3ca)(l) of the Bank Holding Com-
pany Act (12 UL.S.Co§ I842c00INCTAct™), of
tormation of a bank holding company by acquiring
90 per cent or more of the voting shares of The
Dakota Nuational Bank and Trust Company  of
Fargo. Fargo, North Dakota (**Bank™").!

Notice of the application, altording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(by of the Act. The time for hling comments and
views has expired, and the Board has considered
the application and all comments received in light
of the factors set torth in section 3(¢) of the Act
(12 U.8.C. § 1842(¢)).2

'n conjunction with this apphcation, two registered bank
holding. companies, Otto Bremer Foundation (" Foundation™™)
and its wholly owned  subsidiary. Otto Bremer Company
¢ Company 7). botn ol St Paul. Minnesota, have applied tor
the Board s approval under section 3G0(3) of the Act to acquire
shires of Dakota. Poundation indirectly owns, through Conr
pany . 21.77 per cent ot the outstand g voting shares of Bank
Sce the Board™s Order of today™s date approving that applica
tion.

2 During the course of ity initial consideration of this appli-
cation. the Board receinved comments in opposition 1o the
subject proposal frem David G Hammel ot Sherborn, Massac
chusctts U Protestant™™ ). a sharcholder of Bank. In summary,
Protestant alleged that the managemcent practices ol certain ol
Dakota’s principals would work o the detriment ot minority
sharcholders of Bank. The Board determined that in view of
the decision in Western Bancshares v Board of Governors,
80 1.2 749 (10th Cir, 1973, and the Board's denial of the



By Order dated March 9, 19780 the Board
denied Dakota’s application to become u bank
holding company by acquiring Bank. Dakota has
requested reconsideration of that Order. The re
quest for reconsideration is filed pursuant (o see
tion 262.3(2)(5) of the Board™s Rules ot Proce:
dure, which provides that the Board will not grant
any request for reconsideration “unless the request
presents relevant facts that, for good cause shown,
were not previously presented 1o the Board. or
unless it otherwise appears to the Bowd that re
Dakota
predicates its request upon more current informa
tion relating to the financial condition of Bank,
additional information with respect 1o muanagerial

consideration  would  be appropriate.”

considerations, and commitments 1o reduce Da
kota’s acquisition debt and increase the capatal at
another bank with which Dakow’s principal s
assoctated. The Board finds that the request tor
reconsideration presents relevant facts or issues
that appear appropriate in the public interest tor
the Board 1o consider. Accordingly . the request
for reconsideration is granted and the Bouard's
Order of March 9. 1978, relating o Dakota iy
hereby vacated.

Dakota, o nonoperating corporation with no
subsidiaries. was organized for the purpose of
becoming a bank holding company through the
acquisition of Bank. Bunk holds deposits o ap
proximately $7+4.60 million, representing 2.1 per
cent of total conunercial bank deposits o0 North
Daukota.® Upon acquisition of Bank, Dakota would

become the sixth largest bankig organization in
the State.

Bank controls [O.8 per cent ol total deposits
in commercial banks 1 the relevant banking nu
ket making it the fourth largest of 23 banking
organizations in the market.! The subject proposal
is essentially o restructuring ol Baok™s ownership
into corporate form. However, in order 1o analyze
the competitive ctfects of the subject proposal. it
is necessary 1o consider that one of Applicant’s
principals is also o principad of another bank o
cated in the relevant market.” 'The bank, First State
Bank. Butlado, North Dakota. holds deposits of

applhication it was unnccessany for ihe Bood to make tindings
with respect o Protestant’s allegations Tnoats reconsidenation
ot this application, the Boad finds no evidence e the evond
to support Protestant’s adlegations.

AL Danking dida oe oy of December 310 1977

Y The relevant banking maket as approximated by Cass
County . North Dakotas and Clay County, Minuesota.

2 Thos principal also holds interests o nwo other banks, both

of which are located outside the refevant banking nueket. It
does not appear that there is any meaningtul competition
between cither o those twe banks and Bank.
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approximately $3.4 million. representing 0.6 per
cent of the markets deposits. and s the smallest
buank located in the market. Inoview of the size
and the number of compettors in the market 1
does not appear that consununation of the subjeci
proposal would have any sigmihcant cliccts on
competition or further an uadue concentration of
banking resources o any relevant arca. Thus, the
Bouard finds that competiitve consderations e
consistent with approval of the application.
Under section 3(¢) of the Act, the Board must
consider the tancial and manageriad resources
and Tuture prospects of both the apphicant and the
bank to be acquired. As noted. i its Onder ol
March 9. 19780 the Board Tound that 1t could not
Dakota’s  overall

conclude  that financial - plan

would coabte Dakolic 1o serve as i source of
linancial strength for Bank il it became necessany
Howcever, Dakota hus committed to reduce by
S150.000 the cunount of debt Dukot woukd incur
as aresult of is purchase of Bank™s shares. Con
sequently. based upon this commitment and the
improved condition of Bank the Board concludesn
thuat Dakota’s projected mmcome should be sulhi
cient to service its acquasition of Bunk as well as
1o provide it with the inancial flexibility o address
There
fore. the Board hinds that financial considerations,

any dilhiculties that Bank nieht encounter

are now consisteni with approval
With respect to managerial resources. the Board
1978 Orvder. thar one off

Applicant’s principals holds interests in three one -

noted inoits Mairch 9.

bank holding compamies.” and thar this principal.
- acquiring control over one of those holding,
companies, cngaged i practices that adversely
allected the capital of that holding company . Thus,
the Board was unable o conclude that the faces
ol record supported a hinding that Applicant could
serve as a source oi managerial strength for Buank.
That principal has committed to purchase 5250,
000 ol notes Trony that holding company. which.
i turns is o be contrtbuted o the capital of the
holding  company™s subsidiary bank. Thus. ihe
Board concludes that managerial resources and
future prospects ol Dakota and Bank are satis
factory and consistent with approval.

S The Board has presioushy stated that in considering an
application involving o boank whose principals contral anotier
bank or bank holdmyge company .t should ook beyond the baak
that is the subject of the applicaton and anadyze the hinanciad
and manazeral resonrces ol the other bank or bhaok holding:
company . oSee Bowmd'™s Ordes o Jane H 19760 denying
formation o o bank tolding company by Nebrashio Banco,
e Ocd. Nebraska, 02 Federal Reserve Burinnis 038
[NRFICIEN
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Although Applicant proposes no changes in
Bank's operations or services, considerations re-
lating to the convenience and needs of the com-
munity to be served are consistent with approval
of the application. Accordingly. it is the Board's
judgment that, upon consideration of all of the
facts of record. approval of the application would
be in the public interest and that the application
should be approved.

On the basis of the facts of record, the applica-
tion is approved for the reasons summarized
above. The transaction shall not be made (a) before
the thirticth calendar day following the eflective
date of this Order or (b) 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 Bunk of Minncapolis
pursuant to delegated authority.

By Order of the Board of Governors, etfective
July 31. 1978.

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

(Signed) Griertin L. GARWOOD,

[sEAL] Deputy Secretary of the Board.

First National Boston Corporation,
Boston. Massachusetts

Order Approving Acquisition of Bank

First National Boston Corporation, Boston,
Massachusetts, 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.S.C. § 1842¢a)(3)) to acquire
all of the voting shares of The Marblehead Bunk
and Trust Company, Marblehead, Massachusetts
(*"Bank™).

In view of the emergency situation involving
Bank. the Massachusetts Commissioner of Banks,
the primary supervisory autherity for Bank, has
recommended immediate action by the Board in
accordance with the provisions of § 3(b) of the
Act (12 U.S.C. § 1842(b)) permitting immediate
action by the Board in order to prevent the proba-
ble failure of a bank. Public notice of the applica-
tion before the Board is not required by the Bank
Holding Company Act, and in view of the emer-
geney situation. the Board has not followed its
normal practice of atfording interested parties the
opportunity to submit comments and views. The

Board has considered the application and the
comments received from the Massachusetts Com-
missioner of Banks in light of the factors set forth
in § 3(c) of the Act (12 U.S.C. § 1842(¢)).

Applicant is the largest banking organization in
the State of Massachusetts with six  subsidiary
banks and total commercial bank deposits of $3.6
billion, representing 22.4 per cent of the total
deposits in commercial banks in the State.! Appli-
cant is the largest banking organization in the
Boston market.? and holds 27.1 per cent of the
total commercial bank deposits in that market. In
light of the condition of Bank and the fact that
new tinancial and managerial resources must be
added to Bank immediately, and in view of the
fact that the proposed acquisition would increase
Applicant’s market share by only 0.1 per cent,
the Board finds that any adverse effects on compe-
tition that would result from consummation of the
acquisition are outweighed by the public interest
considerations relating to the proposal. Consid-
crations relating to the convenience and needs of
the community to be served lend very strong
weight toward approval of the application, since
the proposal will protect all depositors of Bank
and will insure the continued availability of bank-
ing services and the preservation of a viable bank-
ing competitor in the community.

The financial and managerial resources and fu-
ture prospects ol Applicant and Bank are regarded
as generally satisfactory. In light of the financial
condition of Bank and the financial and managerial
assistance that Applicant would provide Bank.
banking factors lend support for the approval of
the application.

On the basis of the information before the
Board. it is apparent that an emergency situation
exists 5o as to require that the Board act immedi-
ately pursuant to the emergency provisions of
§§ 3(b) and 11(b) of the Act. 1t is the Board’s.
judgment that any disposition of the application
other than by approval would be inconsistent with
the public interest and that the proposed transac-
tion should be approved on a basis that would not
preclude immediate consummation of the pro-
posal. Accordingly, the application is approved for
the reasons summarized above. The transaction
may be consummated immediately but in no event
later than three months after the effective date of
this Order, uniess such period is extended for good

Y AL banking data, other than market data, are as of De-
cember 31, 1977, Market data are as of June 30, 1977,

? The Boston banking market is approximated by the Boston
Runally Metro Arca.
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cause by the Board., or by the Federal Reserve
Bank of Boston pursuant to defegated authority.

By order of the Bouard of Governors, etlective
July 31, 1978.

Voting for this action: Chairman Miller and Gover
nors Wallich, Coldwell. and Partee. Absent and not
voting: Governors Gardner and Jackson.

(Signed) Grierrrn I GARWOOD,

[sEar] Deputy Secretary of the Board.

[lint Bancorp. Inc..
Danville, Mlinois

Order Approving
Formation of Bank Holding Company

Hlint Bancorp, Inc.. Danville. Hlinois. has ap-
plicd for prior approval under section 3y of
the Bank Holding Compuany  Act (12 U.S.C.
§ [842(a)(1y) and section 225.3¢a) of Regulation
Y (12 C.F.R.§ 225.3(a)) to become a bank hold-
ing company through the acquisition of 80 per cent
or more, less directors™ qualifying shares, ol the
voting shares of The First National Bank of Dan-
ville, Danville, Hlinois (7"Bank™).

Notice of the application, attording opportunity
for interested persons (o submit comnients and
views has been given in accordance with section
3(b) of the Act (43 Fed. Reg. 12755 (1978)). The
time for filing comments and views has expired,
and the application and all comments received
have been considered in light ot the factors sct
forth in section 3ce) of the Act (12 U.S.C.
§ 1842(¢)).

Applicant is a nonoperating corporation organ-
ized for the purpose of becoming a bunk holding
company through the acquisition of Bank. Bank
holds deposits of STE3.6 million. representing
0.17 per cent of the total deposits in commercial
banks in [llinois." Upon acquisition of Bank, Ap-
plicant would control the 68th largest bank in
Hlinois.

Bank is the largest of thirteen banks located in
the Danville banking market: it controls 29.8 per
cent of the deposits in the market.? The president

YA banking data e as of June 30 1977,

2 The relevant banking market for the purposes of analyzing
the competitive elects of the proposed transaction is approxi
mated by all of Vermilion County . with the exception ot Butler,
Grant, and Sidell townships. Applicant contends that the rele
vant market should include wll of Vermilion County, 1linois.
as well as the towns of Chrisman i Hlinois and Covington
and Williamsport in Indiana, The Federal Reserve Bank of
Chicago and Board stall have reviewed and analyzed all facts
of record relating to the definition of the relevant market. Based

and chairman of the board of directors of Applicant
is also chairman of the board of directors of
another bank located in the Danville banking mar-
ket, as well as the president and a principal shire-
holder of that bank’s holding company, West-
banco. Inc. The other bank, The First National
Bank of Westville, Westville, HHinois (7" Westville
Bank™"). holds deposits of $14 million, repre-
senting 3.7 per cent of the market's total deposits,
and ranks as the fitth largest bank in the market.?
The Danville banking market is viewed as highly
concentrated, with the three largest banks in the
market controlling approximately 75 per cent of
the market's deposits.* Together. Bank and West-
ville Bank control 33.5 per cent of the market
deposits.

As part of its analysis of the competitive etlects
of a proposal to become a bank holding company,
the Board takes into consideration the competitive
cellects of the transaction(s) whereby common
share ownership and/or an interlocking  direc-
tor/ofticer relationships were established between
the subject bank and one or more other banks in
the same market.® In this case, the Board consid
ered the competitive etfects of certain interlocking
relationships that were established in 1977 be-
tween Bank and Westville Bank. At that time. the
chairman of the bourd of Westville Bank, who is
president and chairman of the board ot Applicant,
became a director of Bank. The Board finds that
the eflect of establishing the above-described in-
terlocking  officer/director relationships  between
Bunk and Westville Bank was to eliminate signifi-
cant competition that existed between those Banks,
upon this review and upon ts analysis of all tacts of record,
including advertising, consumer trade information, and other
ceonomic data. the Board concludes that the appropriate market
tor analyzing the competitive effects of the subject proposal
is approximated by the Danville banking market as described
above,

# Certain oflicer/directors of Applicant are otticer/directors
as well s principal sharcholders of two other bank holding,
compaies. cach with one subsidiary bank, and a third bank
in linois, in addition to Bank and Westville Bank. However,
it does not appear that any significant competition currently
cxists between these other thiee banks and Bank.

Y addition, it should be noted that the tourth largest bank
in the market s aftiliated with the second largest bank in the
market. The sixth and cighth Largest banks in the market are
afliliated with the third largest bank in the market.

P See the Board's Order of May 11, 1977, denying the
application to become a bank holding company by Mahaska
Investment Company . Oskadoosa, lowa (03 Federal Reserve
Borrr ns 579 (19770, the Bowd™s Order of Noveniber 18,
1977, denying the application 1o become o bunk  holding
company by Citizens Bancorp. Inc.. Hartford City, Indiana
(063 Federal Reserve Buriran 1083 (1977), and the Board's
Order of March 27, 197X, denying the application to become

a buank holding company by Midwest Bancorp. Iac., Gaadner,
Iinois (04 Federal Rexerve BurtenNn 317 (1978)5.
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increase the concentration of banking resources
within the Dunville banking market, and climinate
an independent banking competitor in the market.
However. as part of the subject application, Ap-
plicant’s president and chairman of the board has
committed to terminate his interlocking officer-
ships, directorships, and ownership interests be-
tween Bank and Westville Bank. including its
holding company, Westbanco, Inc. Applicant has
also committed not to have any such relationships.
In light of these commitments, the Board con-
cludes that approval of this proposal would not
have any significant adverse competitive etlects.
Accordingly, the Board concludes that competitive
considerations are consistent with approval ot the
application to become a bank holding company.

The hinancial and managerial resources and fu-
ture prospects of Applicant are dependent upon
Bank.® Applicant projects a [2-year amortization
period for its acquisition debt and it appears that
Applicant would have the necessary financial flex-
ibility to meet its annual debt servicing require-
ment and to maintain an adequate capital position
for Bank. The financial and managerial resources
of Applicant and Bank and the afliliated banks and
bank holding companies are considered gencerally
satisfactory. and the future prospects for cach
appear favorable. Accordingly, considerations re-
lating to banking factors are consistent with ap-
proval of the application. Upon approval of the
subject proposal. Applicant proposes to expand
Bank’s hours of operation and provide additional
physical tacilities. The Board finds that consid-
crations relating to the convenience and needs of
the community to be served lend some weight
toward approval and are sufficient to outweigh any
adverse competitive effects that might result from
consummation of the subject proposal. Based upon
the foregoing and other considerations reflected in
the record, it is the Board’s judgment that the
proposed acquisition is in the public interest and
that the application should be approved.

On the basis of the record, the application is
approved for the reasons summuarized above. The
transuction shall not be made (a) before the thir-
ticth calendar day following the effective date of
this Order or (b) later than three months after the

S Where principals of an Applicant e associated  with
another bank or bank holding company | the Bouard has indicated
that it is appropriate o analyze such organizations by the
standards normally applicd 0 multibank holding companies.
See Board'™s Order dated June 14, 1976, deaying the applica
tien ot Nebraska Banco, Ine., Ord, Nebraska, to become
bunk holding company (62 Federal Reserve Burivis 038
(1976)).

effective date of this Order. unless such period
is extended for good cause by the Board, or by
the Federal Reserve Bank of Chicago pursuant to
delegated authority.

By order of the Board of Governors, cifective
July 31. 1978.

Voting tor this action: Chairman Miller and Gover-
nors Watlich, Coldwell. and Partee. Absent and not
voting: Governors Gardner and Jackson.

(Signed) Griverin E. GARWOOD,

|SEAL] Deputy Secretary of the Board.

Mercantile Bancorporation Inc..
St. Louis, Missourt

Order Approving Acquisition of Bank

Mercantile  Bancorporation  Inc.. St. Louis.
Missouri. o bank holding company within  the
meaning of the Bank Holding Company Act. has
applied for the Board's approval under section
3 of the Act (12 ULS.CL§ I842¢003) 10
acquire 90 per cent of the voting shares of First
National Bank of Doniphan (**Bank). Doniphan,
Missouri.

Notice of the application, aflording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
3(by of the Act. The time for tiling comments and
views has expired. and the Board has considered
the apphcation and all comments received. in
cluding those of S, Lloyd Snodgrass (*"Protes
tant™’) opposing the proposal, in light of the factors
set torth in section 3(¢) of the Act (12 1.S.C,
§ 1842(en.

Applicant, the largest banking organization in
Missouri. controls 28 subsidiary banks with ag-
pregate deposits of $2.26 billion,  representing
L0O.6 per cent of the total deposits i commercial
banks in the State.' Acquisition of Bank. with
deposits of $§22.9 million, would increase Appli-
cant’s share of commercial bank deposits in Mis-
sourt by one-tenth of one per cent and would not
have un appreciable etfect upon the concentration
of banking resources in the State.

Bank is the third largest of five commercial
banking organizations in the relevant banking
market® with 18,3 per cent of deposits in com-
mercial banks in that market. None of Applicant’s
subsidiary banks competes in the relevant banking

AL banking data are as of December 310 1977

*The relevant banking market as approsimated by Ripley
and Butler Counties, Missourt.



Law Departiment 681

market, and the nearest oftice of Applicant’s sub-
sidiary banks is located approximately 76 miles
west of Bank. From the record, it appears that
no significant competition presently exists between
Applicant’s banking subsidiaries and Bank., While
Applicant could establish a de novo bank in the
relevant market, it does not appear that the market
is particularly attractive for de novo entry. Ac-
cordingly. consummation of proposal would not
have a signiticant cflect upon competition. nor
would it increase the concentration of resources
in any relevant arca. Therefore, the Board con-
cludes that competitive considerations are consist-
ent with approval of the application.

The financial and managerial resources of Ap-
plicant and its subsidiaries. as well as those of
Bank, are regarded as generally satistactory, und
their future prospects appear lavorable. Theretore.
considerations relating to banking factors are con
sistent with approval of the application.

Protestant, 1 opposing approval of this appli-
cation. has raised several questions regarding the
present managerial resources of Bank and  the
etlect of the proposal on the convenience and
needs of the community served by Bank. Specifi-
cally, Protestant asserts that (1) the purchase price
offered by Applicant was not the highest ofler
made: (2) Bank's president had shown favoritisn
in making a loan: and (3) the community would
be best served if Bank were controlled locally
rather than by a St. Louis holding company. -
nally, Protestant has requested that a formal hear-
ing be held in connection with these issues.

Section 3(h)y of the Act requires the Board 1o
hold a formal hearing when the primary supervisor
of the bank to be acquired (in this case. the
Comptroller of the Currency) recommends disap-
proval of the application (12 U.S.CL§ 1842(b)).
Since the Comptroller of the Currency has sub-
mitted no such objection, there is no statutory
requirement that the Board hold a formal hearing
in this matter.® The Board has reviewed the entire
record ol this application. including the views
expressed in the written submissions of Protestant
and Applicant’s response to those submissions,
and concludes that the record is sutliciently com-
plete to render a decision on the application and
that no uselul purpose would be served by holding
a formal hearing. Accordingly, Protestant’s re-
quest for a hearing is denied.

B See, Farmers and Merchants Bank of 1.os Cruces v . Board
of Governors of the Federal Reserve Svstem. 567 F.2d 1082,
LOR7 (1D.C. Cir. 1977).

With respect to the allegation that there may
have been offers for the purchase of Bank’s shares
by individuals at u higher per share price than the
offer made by Applicant, a dispute of fact exists.
Even it this dispute were resolved in the way most
favorable to Protestant’s contention, however. the
Board believes the matter would not constitute a
material adverse ieflection on the managerial re-
sources of Bank. The offer Protestant claims was
made was only slightly higher than that accepred,
and there were suflicient material differences in
the advantages likely to accrue to Bank uand its
sharcholders under the two oflers, that the Board
believes no adverse inferences regarding Bank's
managerial resources could be drawn from its
decision, even aceepting the set of facts described
by Protestant.

The Board has also considered Protestant’s al-
leeation regarding a single loan made by Bank
several years ago. There appears to be no material
factual dispute regarding the circumstances of this
loan and., upon review, the Board does not con-
sider those circumstances 1o be a material adverse
reflection on Bank™s managerial resources. Neither
of these two allegations, in any cvent, reflects
adversely on Applicant’s managerial resources or
suggests that the public interest would not be
served by Applicant’s acquisition of Bank.

The Board has also considered  Protestant’s
contention that Bank should be controlled locally,
rather than by a large St Louis based bank holding
company. While Protestant huas stated a preference
that Bank’s shares be purchased by persons other
than Applicant, he has submitted no evidence that
the convenience and needs of the community
served by Bank would not be better served after
consummation of this proposal than they are being
served now. Applicant, on the other hand, has
stated in its application that it intends to replace
certain members of Bank™s board of directors with
individuals from the local community, thus main-
taining, local participation in Bank’s management.
In addition. the record reflects that Applicant will
extend, through the expertise of its lead bunk and
other subsidiaries, expanded services to Bank and
its customers. Thus, the Board concludes that
considerations relating 1o the convenience  and
needs of the community 1o be served are consistent
with approval. The Board finds that approval of
the proposed application would be in the public
interest and that the application should be ap-
proved.

On the basis of the record. the application s
approved for the reasons summarized above. The
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transaction shall not be made betore the thirtieth
calendar day following the etfective date of this
Order. or later than three months after the eftective
date of this Order unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of St Louis pursuant to delegated
authority.

By order of the Board of Governors, effective
July 21. 1978.

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

(Signed) Grirreira L. GarwooDn,

[sEAL] Deputy Secretary of the Board.

New Hampton Banceshares, Inc.,
New Hampton, Missouri

Order Approving
Formation of a Bank Holding Company

New Hampton Bancshares, Inc.. New Hamp-
ton, Missouri (**Applicant’"). has applied for the
Board’s approval under section 3(a)(1) of the Bank
Holding Company Act (12 U.S.C. § 1842(a)(1))
(the “"Act™), to become a bank holding company
by acquiring 87.2 per cent of the voting shares
of First State Bank of New Hampton. New
Hampton, Missouri (**Bunk™).

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

Applicant is a nonoperating corporation organ-
ized for the purpose of becoming a bank holding
company through the acquisition of Bank. Upon
acquisition of Bank ($4.7 million in deposits),
Applicant would control the 616th largest of 712
banks in Missouri, holding .02 per cent of the total
deposits in commercial banks in the State!!

Bank is the smallest of six banks in the relevant
banking market (approximated by  Harrison
County, Missouri) and controls 7.5 per cent of
the market’s commercial bank deposits. The sub-
ject proposal involves a restructuring of Bank's
ownership from individuals to a corporation owned
by the same individuals. A principal of Applicant

UAN banking data are are as of December 31, 1077

is prestdent and controlling sharcholder of 4 one-
bank holding company that controls a bank located
in a banking market separate from Bank. How-
cver. in order to analyze the competitive etfects
of the subject proposal it is necessary to consider
that another of Applicant’s principals is the con-
trolling shareholder and president of the tourth
largest bank in the market, Farmers National Bank
of Ridgeway, Ridgeway, Missouri ($5 million in
deposits) ("Ridgeway Bank™"), which controls 8.1
per cent of market deposits. This principal of
Applicant acquired control of Ridgeway Bank in
July 1977 which resulted in the climination of
some  existing competition between Bank  and
Ridgeway Bank.? In view of all the facts of record,
including the relative sizes of Bank and Ridgeway
Bank, that Bank is over 15 miles southwest of
Ridgeway Bank, and that in the intervening arca
are the market’s two significantly larger banking
organizations controlling nearly 67 per cent of total
market deposits. it appears that consummation of
this proposal would have only slight adverse com-
petitive effects.

The financial and managerial resources and fu-
ture prospects of Applicant are entirely dependent
upon those of Bank. Although Applicant would
incur some debt in connection with this proposal,
Applicant’s projected schedule for the retirement
of acquisition debt and anticipated income from
Bank appear to provide Applicant with the neces-
sary financial flexibility to meet its annual debt
servicing requirement without unduly burdening
the financial condition of cither Bank or Applicant.
The managerial resources of Applicant and Bank
are considered satisfactory and the future prospects
of each appear favorable. The financial and mana-
gerial resources and future prospects of the afti-
liated banks and the bank holding company are
generally satistfactory. Accordingly, the banking
factors associated with this proposal are consistent
with approval ol the application.

Although consummation of the proposal would
cffect no further changes in the banking services
olfered by Bank in the immediate future, Appli-
cant’s principals since taking control of Bank have
expanded the services available to the community
by lengthening banking hours, paying maximum

* Whenever principals of an applicant are associated with
several banking organizations, the Board has indicated that it
is necessary and appropriate to analyze such organizations by
applying the more stringent standards applied to multibank
holding company acquisitions. Sce, e¢.p., the Board’s Order
of June 14, 1976, denying the apphications of Nebraska Banco,
Inc.. Ord, Nebraska, to become a bank holding company (62
Federal Reserve Buna k1IN 638 (1976)).
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interest rates on deposits, instituting & student loan
program, and initiating an EDP system.  Since
acquiring Ridgeway Bank. Applicant’s principal
has strengthened the managerial capabilities of that
institution and, further, intends to provide it with
additional capital. In view of these improvements
and the anticipated continuation of these benetits,
convenience and needs considerations lend such
weight toward approval as 10 outweigh the slight
adverse competitive eflects associated with  this
proposal. It has been determined that consumma-
tion of the transaction would be in the public
interest and that the application should be ap-
proved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be consummated (a) before
the thirtieth day following the eflective date of this
Order, or (b) later than three months alter the
effective date of this Order, unlfess such pertod
is extended for good cause by the Board or by
the Federal Reserve Bank of Kansas City, pursuant
to delegated authority.

By order of the Secretary of the Board. acting
pursuant to delegated authority trom the Board of
Governors. eftfective July 24, 1978,

(Signed) Grirrrnie L. GarRwooD,
[SEAL] Deputy Secretary of the Board.
Otto Bremer Foundation and
Otto Bremer Company.
St. Paul, Minncsota

Order Approving
Acquisition of Bank Holding Company

Otto Bremer Foundation (*"Foundation™) and its
wholly-owned subsidiary, Otto Bremer Company
(""Company’"), both of St. Paul. Minnesota. have
applied for the Board's approval under section
3(a)(3) of the Bunk Holding Company Act (12
U.S.C. § 1842(a)3)) (""Act™) to acquire 21.77
per cent of Dakota Bankshares. Inc., Fargo, North
Dakota (**Dakota™).!

Notice of the applications, atffording opportunity
for interested persons 1o submit comments and

! These applications were previously made moot by the
Board™s Order ot Murch 90 19780 denying the application of
Dakota Bankshares, Inc.. Fargo, North Dakota ("Dakota™ "),
to become a bank holding company by acquiring The Dakota
National Bank and Trust Compuny of Fargo. Fargo, North
Dakota (64 Federal Reserve BUiiriisn 310). By its Order of
this date. the Board has granted Dakota’s request that the Board
reconsider its Order of March 9. 1978, and has approved that
application.

views, has been given in accordance with section
3(b) of the Act (12 U.S.C. § 1842(by). The time
for filing comments and views has expired, and
the Board has considered the application and all
comments recetved in light ot the factors set forth
i section 3(¢) of the Act (12 U.S.C. § 1842(¢)).

Foundation and Company are both registered
bank holding companices with majority
share interests in 29 banks in Minnesota, North
Dakota. and Wisconsin, with total deposits of
$738.8 million as of Junce 30, 1977, In addition
to their interests in the 29 banks, Company owns

voling

directly, and Foundation owns indirectly. 21.77
per cent of the outstanding shares of The Dakota
National Bank and Trust Company of Fargo,
Fargo, North Dakota (""Bank™). Foundation and
Company are requesting  prior approval to ex-
change the 21.77 per cent interest in Bank for
21.77 per cent of the outstanding shares ol Da-
kota.?

Foundation and Company control nine banks in
North Dakota with $192.2 million, representing,
6.3 per cent of the total commercial bank deposits
in North Dakota.® They rank as the State’s fourth
largest banking organization. Bank is the ninth
largest banking organization in the State, with
deposits of $74.6 million, or 2.1 per cent of the
State’s total deposits.

Foundation and Company control one bank in
the relevant banking market. That bank is the
cighth largest bank in the market, holding $12 .4
million (2.3 per cent) of the market deposits. That
bank and Bank. with 10.8 per cent of market
deposits, appear to derive some loans and deposits
from cach other’s service arca. Further, Founda-
tion and Company are currently represented on
Bank's board of directors. Following consumma
tion of the subject proposal. however, the interlock
would be terminated. It appears that consumma-
tion of this proposal would lessen the influence
of Foundation and Company over Bank and may
increase the likelihood of increased competition
between the two banks. The Board finds that
consummation of the subject proposal would not
increase the concentration of banking resources or
have any adverse ceffects on competition in any

2 See the Bourd™s Order of this date approving the applica
tion of Dakota Bankshares, Inc.. Fargo, North Dakota, to
become a bank holding company by acquiring The Dakota
National Bank and Trust Company of Fargo. Fargo. North
Dakota.

T ALl banking data are as ot December 31, 1977, unless
otherwise noted.

' The relevant banking market is approximated by Ciss
County, North Dakota, and Clay County, Minnesota.
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relevant Therefore, consid-
crations are consistent with approval.

The financial and managerial resources of Foun-

arcu. competitive

dation and Company, including their subsidiarics,
as well as those of Dakota and Bank, are consid-
ered generally satistactory, and future prospects
for cach appears favorable. Thus. the bunking
factors are consistent with approval of the appli-
cation.  Although no changes are proposed in
Bunk’s services or operations, convenience and
needs considerations are also consistent with ap-
proval. Accordingly, it is the Board’s judgment
that approval of these applications would be in
the public interest and that the applications should
be approved.

On the basis of the facts of record. the applica-
tions e approved for the reasons summarized
above. The transaction shall not be made (a) before
the thirticth calendar day following the effective
date of this Order or (b) 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 Minncapolis
pursuant to delegated authority.

By order of the Board of Governors, eflective
July 31, 1973%.

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

(Signed) Grirrrry .. GARWOOD,

[sEAar] Depury Secretary of the Bourd

Platte County Bancshares, Inc..
Dearborn, Missourni

Order Approving
Formation of Bank Holding Company

Platte  County Bancshares. Inc.. Decarborn,
Missouri, has applied for the Board™s approval
under section 3(a)(l) of the Bank Holding Com-
pany Act (12 U.S.C. § 1842¢a)(1)) of formation
of a bank holding company by acquiring Y1.6 per
cent of the voting shares of Platte County Bank
of Dearborn (**Dearborn Bank™™ ), Dearborn, Mis-
souri, and 83 per cent of the voting shares of Platte
County Bank of Camden Point (7*Camden Point
Bank™"), Camden Point, Missouri.

Notice of the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
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 light
of the factors set forth in section 3(¢) of the Act
(12 U.S.C. § 1842(¢)).

Applicant is a nonoperating Missouri corpora-
tion organized for the purpose of becoming a bank
holding company by acquiring Dearborn Bank and
Camden Point Bank, which hold deposits of $5.2
million and $3.2 million, respectively.! Upon ac-
quisition of the banks, Applicant would control
approximately .05 per cent of the total commercial
bank deposits in the State.

Dearborn Bank and Camden Point Bank control
09 per cent and .06 per cent of total deposits in
commercial banks in the Kansas City banking
market.2 Upon consummation of the proposal Ap-
plicant would runk [5th of 16 multi-bank holding
companies in the Kansas City banking market. The
two banks have been under common ownership
since 1961, are managed by members of the same
tamily, and have directors in common, and it
appears that no meaningful competition exists be-
tween them. In view of the small size and long-
standing afliliation of the banks to be acquired and
the large number of banking organizations com-
peting in the relevant market, it appears that their
original aftiliation did not, and their continued
aflitiation would not have any significant adverse
cffect on competition or further any undue con-
centration of banking resources in any relevant
arca.

Two of Applicant’s directors are associated with
several other banks and bank holding companies
i Missouri, one of which, United Missouri Bank
of Kansas City, N.A ., also operates in the Kansas
City banking market. A’ principal of Applicant
United Missouri Bank,
which controls 8.79 per cent of total market de-

serves as an oflicer of
posits, and a director of Applicant is a member
of the holds  director’s
qualifying shares of that bank. [n view of the
limited nature of the relationship between Appli-
cant and United Missouri Bank. the small com-
bincd market share of that Bank and Applicant,
and the large number of banking alternatives in
the market, it appears that consummation of the
proposed  transaction would have no significant

board of directors and

adverse cllect on competition or concentration in
any relevant arca. Thus, the Bourd concludes that

" Banking data are as ot June 30, 1977

Y The Kamsas City banking market s approsimated by the
northern hall of Cass County . all ot Clas . Jackson. and Platte
Counties in Missouri and Johnson and Wyandotte Counties
i Kansas.
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the effects ot the proposal on competition are
consistent with approval of this application.

The tinancral and managerial resources of Ap-
plicant. Dearborn Bank. and Camden Point Bank
are considered satistactory . and the Tuture pros-
pects of each appear Tavorable T addition. the
financial and  managerial resources and - tuture
prospects ol the atlitiated bankimg organizations
with which Apphcant’s directors are associated are
consistent with approval ol the application. Thus,
banking (actors are consistent with approval of the
application.

Although
would eflect no immediate changes e the services

consummation ol the  transaction
offered by the Banks, considerations refating (o
the convenience and needs of the community to
be served are consistent with approval, The Board
concludes that consummation of the proposal to
form a bank holding company would be consistent
with the public interest and that the application
should be approved.

On the basis of the record. the application s
approved Tor the reasons summarized above. The
transaction shall not be made before the thirteth
calendar day Tollowing the clicctve date ol this
Order. or Luer than three months adter the effective
date of this Order unless such period is extended
for good cause by the Board. ar by the bBederal
Reserve Bank ol Kansas City pursuant to delegated
authority.

By order of the Bouard ol Governors. cliective
July 5. 1978

Voting lor this action: Chatmman Millee and Goser
nors Wallich. Coldwetl, Jackson. and Partee. Absent
and not voting: Governor Gandner

iSigned) Gritrine I Garwoon.

|SEA Deputy Secretary of the Board.

Republic Bancorporation. log
Faolewood. Colorado

Order Approving
Formation of Bank Holding Company

Republic I,
Colorado, has applicd for the Bouard's approval
under § 3¢ h of the Bank Holding Company Act
(12 LES.Co 8 18420 Ty of tormation of o bank
holding company by acquiring 80 per cent or mmore

Bancorporation., Englewood.

of the voting shares of Republic National Bank
of Englewood. Englewood. Colorado ¢"Bank ™).
Natice of the application, atlording opportunity

for interested persons to submit comments and
views . has been given in accordance with § 3(b)
ob the Act. The time for filing comments and views
has expired. and the application and all comments
received have been considered in light of the
factors set forth in § 3(¢) ol the Act (12 USC
§ IR2(0).

Applicant is a nonoperating corporation organ-
ized for the purpose of becoming a bank holding
company by acquiring Bank. Bank has total de-
posits of STR.6 million, represeanting 0.2 per cent
of total deposits in commercial banks in Colo-
rudo. ! Upon acquisition of Bank. Applicant would
control the 103rd largest bank in Colorado. Bank
is one of the smaller banks in the Denver banking
market * and holds approximately .37 per cent of
the total deposits in commercial banks in that
market.

This  proposal restructuring  of
Bank’s ownership from individuals to a corpora
tion owned by the same individuals. One of Ap-
plicant’s principals is a principal of another one-
bank holding company and its subsidiary bunk,
located in the Denver banking market. 'That bank

represents

holds deposits of $7.1 million, representing 14
per cent of the market’s wotal deposits. In light
ol the small shares of market deposits controlled
by Bank and by the afiiliated one-bank holding
company., consummation of the proposal will not
have a significantly adverse ettect on competition
inany relevant area.

On November 30 1977, the Board denied a
previous application by Applicant to become a
bunk holding company by acquiring Bank.? The
Board™s decision was based in part on its findings
that a principal ol Applicant controtled another
bank holding company and that the operations of
that bank holding company had failed to mecet the
Board s cxpectations at the time it approved for-
mation ot that bank holding company and that
these results were due in part to certain practices
bon addition. the
Board concluded that it was unlikely, based on

ol the principal of Applicant.

YA banking data are as of June 300 1977,

Y The Denver banking narket is approximated by Denver,
Ndins. Avapahoc. and Jetterson Counties and the Chity of
Broomticld o Boualder Counnty

O Pederal Reserve Buaironis 1098 1977y,

Y considering an application involving a bank that is part
ol u chain ol one bank holding companies. the Board lTooks
besond the subject bank involved in the application and ana
Iy zes the fimancial and managerial resources ot the other banks
tat are part of the chain, See the Board™s Order denying the
application of Nebriska Banco, Ine.o Ord. Nebraska, to be
canie i bank holding company (62 Pederal Reserve Buron s
638 (19706)).
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realistic projections of Bank's carnings, that Ap-
plicant would have been able to service the debt
to be ancurred in connection with the acquisition
while maintaining the capital adequacy of Bank
and flexibility to meet any unexpected problems
that might arise at Bank. The Board also noted
that the afliliated bank holding company controlled
by a principal of Applicant had not met the debt
retirement schedule set forth i its application to
the Board.

Based on information contained in the present
application and other fuctors of record, the Board
concludes that financial and managerial resources
of Bank, Applicant. and the alliliated one-bank
holding company now appear to be generally
satisfactory and their future prospects appear to
be consistent with approval of the application. The
record indicates that Applicant’s principals, who
acquired Bank in May 19760 have significantly
improved the carnings and other tinancial re-
sources of Bank and now suggests that Applicant
will be able to service the debt to be incurred in
connection with the proposal without an adverse
cftect on the capital adequacy of Bank. Bank has
experienced good carnings through the first half
of 1978 and Applicant has committed to increase
the cquity capital of Bank upon consummation of
the proposal. In addition, the record indicates that
the athiliated bank holding company controlled by
a principal of Applicant is now currently meeting
its projected debt retirement schedule and has
taken steps to correct the criticized management
practices noted in the Board's Order denying Ap-
plicant’s previous  application to form a bank
holding company. Therefore, the considerations
relating to banking factors are consistent with
approval of the application.

Since acquisition of Bunk in 1976, Applicant’s
principals have substantially increased Bank’s loan
portfolio and aftiliation with Applicant would en-
able Bank to continue to ofler expanded loan
services to its community. Accordingly. consid-
crations relating to the convenience and needs of
the community to be served lend weight for ap-
proval of the application. The Board concludes
that consummation of the proposal to form a bank
holding company would be consistent with the
public interest and that the application 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 day following the cetfective date of this Order,
or (b) later than three months alfter the ctlective

date of this Order. unless such period is extended
for good cause by the Board of Governors or by
the Federal Reserve Bank of Kansas City pursuant
to delegated authority.

By order of the Board of Governors, etlective
July 31, 1978.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, and Partee. Absent and not
voting: Vice Chairman Gardner and Governor Jackson.

(Signed) Grierrtig L. GARWOOD.
|SEATL] Deputy Secretary of the Board.
Republic of Texas Corporation,

Dallas, Texas

Order Approving Acquisition of Bank

Republic of Texas Corporation. Dallas, Texas,
a bank holding company within the meaning of
the Bank Holding Company Act. has applied for
the Board's approval under § 3a)(3) of the Act
(12 U.S.C. § 1842¢a)3)) to acquire all of the
voting  shares of the successor by merger to
Greenville Avenue Bank and Trust, Dallas, Texas
("Bank™"). Applicant presently controls 24.9 per
cent of Bank. The bank into which Bank is to
be merged has no significance except as a means
to facilitate the acquisition of the voting shares
of Bank. Accordingly, the proposed acquisition of
shares of the successor organization is treated
herein as the proposed acquisition of the shares
of Bank.

Notice of the application, attording 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, including
those submitted on May 22, 1978, by Mr. H. F.
Pappas, Garland, Texas (“*Protestant™), in light
of the factors set forth in § 3(¢) of the Act (12
U.S.C§ 1842(¢)).

Applicant is the fourth largest banking organi-
sation in Texas and controls 14 banking subsidi-
aries with aggregate deposits of approximately
$3.4 billion. representing 6.3 per cent of total
deposits in commercial banks in the State.! Bank.
with deposits of $52.8 million, is the 110th largest
banking organization in the State, and its acquisi-
tion by Applicant would increase Applicant’s share
of commercial bank deposits in Texas by one-tenth

UALL banking data are as of June 30. 1977 and reflect bank

holding company acquisitions and formations approved as of
April 30, 197%
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of one per cent and would not alter Apphicant’s
ranking in the State.

By Order dated October 25,0 19730 the Board
approved the application of Applicant to become
a bank holding company through the direct acqui-
sition  of  Republic National Bank  of - Dallas
(""Republic Bank™ ) and the indirect acquisition of
29.9 per cent of the voting shares of OQak Clifl
Bank & Trust Company, Dallas, Texas. In addi-
tion to its interest in Bank. Republic Bank at the
time also owned indirectly between 5 and 24.99
per cent of the shares of twenty other banks,
seventeen of which were in the Dallas banking
market.? Applicant represented (o the Board that
it would file scparate applications for prior ap-
proval by the Board for acquisition ot additional
shares in cach of certain of those banks, and would
divest completely its interests in others. Inoats
Order the Board stated that cach such application
filed by Applicant would be considered on its own
merits in light of the statntory standards set forth
in § 3 of the Act. Since that time Applicant has
sold its interests in nine of the Dallas-arca banks,
and has, with the Board™s approval. acquired all
the shares of four of the Dallas-arca banks.®

Buank is the 21st largest banking organization
in the Dallas banking market and controls approx-
imately 0.5 per cent of the total deposits in com-
mercial banks in the market. With six subsidiary
banks. Applicant is rthe lTargest banking organi-
zation in the Dallas banking market and controls
$2.663 million in deposits. representing 26,3 per
cent of total deposits in commercial banks in the
market.

Inasmuch as Applicant and Bank operate in the
same  market. consummation of the  proposed
transaction would appear to eliminate some exist-
ing compctition. However, the Board notes that
Applicant, or its predecessor ininterest, Republic
Bunk, has controlled 24 per cent or more of the
shares of Bank since its formation in 1945, and
that the nature of the relationship between Appli-
cant, Republic Bank, and Bank is such that little.
if any. meaningful competition currently  exists
between Bank and Applicant’s subsidiary banks
in the Dallas market. But for the history of the
long-established  relationship between Applicant
and Bank, the effects on existing  competition
would be viewed as more serious, but viewed in

2 The Datlas banking market is approsimated by the Dallas
RMA.

T By Order dated Lmuary 200 1978 the Board approved
Applicant’s acquisition ol the successor by mierger to First
National Bank of Duncanvifle . Duncanville, Texas. However,
Applicant has not consummated that acquisition.

light of that relationship the etfects are only slight,
Morcover. while Applicant is the largest organi-
zation in the banking market, in view of the facts
presented in the record of this application, the
Board docs not regard the slight increase in con-
centration of market deposits as significant. Ac-
cordingly. the Board concludes that the proposed
acquisition of Bank of Applicant would have only
shightly adverse eflects on competition.

The financial and managerial resources of Ap-
plicant and its subsidiarics are regarded as gener-
ally satisfactory and their future prospects appear
favorable. The finuncial and managerial resources
and future prospects of Bank are likewise regarded
as generally satistactory, and should be improved
significantly, particularly in light of Applicant’s
commitment to inject additional capital into Bank
upon consummation of the proposal. In addition,
the proposed  afliliation will provide Bunk with
access o Apphicant’s
thereby assuring o continuity of management at
Bank.! Thus. considerations relating to banking
factors lend some weight toward approval of the
application. In 1976, Bank relocated its banking
facilitics to a rapidly developing arca, and accord-

managerial — resources,

ingly, much of its banking business is presently
oriented toward construction and development ac-
tivity. While no immediate changes in Bank's
services are contemplated upon consummation of
the proposal. Applicant has indicated that it will
assist Bank in more eflectively serving the banking
needs of the increasing numbers of consumers,
retail businesses and health professionals located
in Bank's primary scrvice arca. thereby providing
Bank with @ more permanent source ol bunking
business. Toward this end. Applicant will furnish
Bunk with the financial and managerial resources
necessary to serve the changing banking needs of
its primary service arca. Therefore, considerations
relating to the convenience and needs of the com-
munity to be served lend weight toward approval
ol the ransaction and outweigh the slightly ad-
verse competitive effects. Accordingly, 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 ol the record, the application iy

' Protestant contends that Applicant’s acquisition of Bank
may result in extensive personnet shifts that would  disrupt
normal customer Bank relations, While Applicant has indicated
that it intends o make some changes in the manigement of
Bank. from the record it appears that these changes would
not be denimental to the operations of Bank, Thus. it is the
Bouard’s assessment that the Protest docs not present any
substantive issuces that would warrant i denial of this proposal.
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approved tor the reasons summarized above. The
transaction shall not be made before the thirtieth
calendar day following the cetlective date of this
Order or Later than three months after the etfective
dute of this Order. unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Dallas pursaant (o delegated
authority.

By order of the Board of Governors, effective
July 210 1978,

Voting for this action: Chairman Miller and Gover
nors Wallich and  Jackson, Present and  abstaining:
Governor Coldwetl. Absent and not voting: Governors
Gardner and Partee.

(Siened) Grirerrir Lo GARwWOOD,
[Seal] Deputy Secretary of the Board.
Triro Bancorporation, Inc..,
St. Robert. Missouri
Order Denving
Formation of Bank Holding Company

Triro Bancorporation, Inc.. St. Robert, Mis-
souri, has applied for the Board’s approval under
section 3(a)( 1) of the Bank Holding Company Act
(12 U.S.C.§ I842(a) 1)) (Act’™) of formation
of a bank holding company by acquiring 86 per
cent or more of the voting shares of First National
Bank, St. Robert, Missouri (“*Bank™™).

Notice of the application, affording opportunity
for interested persons to submit comments and
views. has been given in accordance with section
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 light
of the factors set forth in section 3(¢) of the Act
(12 UL.S.C.§ 1842i¢)).

Applicant is a nonoperating Missouri corpora-
tion organized for the purpose of becoming a bank
holding company by acquiring Bank. The pro-
posed transaction represents a restructuring  of
Bank’s ownership from individuals to a corpora-
tion owned by the same individuals. Bank holds
deposits of approximately $7.0 million. repre-
senting 0.04 per cent of total deposits in commer-
cial banks in Missouri.!

Bank controls 15.6 per cent of the deposits in
commercial banks in the Pulaski County banking
market and ranks as the fourth largest of five banks
located in the market.? Principals of Applicant are

FALL banking data are as ot December 310 1977,

“The relevant banking market tor purposes ot analyzing the

competitive etlects of the subject proposal is approximated by
all ot Pulaski County . Missouri.

also principals of Milco Bancorporation, Inc.. a
one-bank holding company with respect to Bank
of Iberia, Iberia, Missouri (“*Iberia Bank ™). Iberia
Bank is located 25 miles north of Bank in a
separate bunking market. Although both Bank and
Iberia Bank derive some deposits and loans from
the service arca of the other, there does not appear
to be any substantial competition presently existing
between the two banks. Therefore, it appears that
consummation of the subject proposal would not
have any significant adverse eftects on competition
in any relevant arca. Thus, the Board concludes
that competitive considerations are consistent with
approval of the application.

As the Board has indicated on previous occa-
sions, a holding company should serve as o source
of financial and managerial strength o its subsidi-
ary bank(s), and the Board closely examines the
condition of an applicant in cach case with this
consideration in mind.* With respect to financial
considerations, the Board notes that Applicant
would incur a sizeable debt in connection with the
proposed acquisition of Bank’s shares. Applicant
proposes to service this debt over a 12-yewr period
primarily with dividends to be paid by Bank.
Although Applicant’s projections for Bank’s asset
growth and carnings appear reasonuble in view of
the historical performance of Bank and other bunks
in the market, the Board is of the view that
Applicant’s projected income is not sutlicient to
service its acquisition debt while maintaining an
adequate capital position for Bank. Morcover, the
level of dividend payout necessary from Bank to
service Applicant’s debt does not provide Appli-
cant with the financial flexibility to mecet any
unexpected problems that might arise at Bank. The
Board is of the view that Applicants overall
financial plan would not enable Applicant to serve
as a source of financtal strength to Bank and that
such plan would not enhance Bank’s future pros-
pects. Thus, the Board concludes that consid-
crations relating to the financial resources and
future prospect of Applicant and Bank weigh
against approval of the subject transaction.

With respect to managerial resources, it is noted

4 While the subject proposal involves the restructuring of
Bank s ownership into o corporate form, the Actequires that
an organization must secure the Board’™s approval prior (o
becoming a bank holding company and obtaining the benefits
ot a bank holding company structure. In this regard, section
3y o the Act requires that the Board must consider. among
other things . the financial and manageral resources and futare
prospects of both the applicant and the bank o be acquired.
The Bouards action in this case is based upon its consideration
of such tactors.



that principals of
Bank as well as Iberia Bank. ' Management’s per-
formance. while evidencing recent improvement,

Applicant  presently  manage

does not establish o history ol managerial per
formance that would signiticantly improve the fu
ture prospects of Bank so as to off'set the adverse
considerations assoctated  with Applicant’s  debt
service plan. Thus the Board concludes that the
managerial resources of Applicant lend no weight
toward approval of the application.

As stated previously . the proposed formation of
Applicant represents a restructuring ol Bank's
present ownership into corporate form. Applicant
proposed no changes in Bank™s operations or
services. Consequently . considerations relating to
the convenience and needs of the community (o
be served lend no weight toward approval of the
application. Morcover, in view of Applicant’s debt
servicing requirements, consunumation of the pro
posal could diminish Bank™s ability to continue
to serve the arcic as a viable buanking alternative.

Based on all of the facts of record, the Board
concludes that the financial resources and future
prospects of Applicant and Baok are adverse to
approval. ‘These lactors are not outweighed by any
procompetitive cilects or by benefits that would
result in Bank being better able to serve the bank-
ing needs of the community. Theretore, it is the
Board's judgment that approval of the application
would not be i the public interest and that the
application should be denied.

For the reasons summarized above | the applica-
tion is denied.

By order of the Board of Governors. effective

July 14, 1978.

Voting for this action: Governors Wallich, Coldwell,
Jackson, and Partee. Absent and not voting: Chairman
Miller and Governor Gardner.

(Signed) Groverrn 1. GaRwooOD.

skl Deputy Secretary of the Board.

Ylhe Board has previoushy stated that me conswdering an
application involving o bank. the principals ot which control
another bank o bank holding company . the Board should look
beyond the bank that is the subject of the apphcation and
analyze the financial and managerinb resourees of the other bank
or bhank holdiny company . (See the Bowd™s Order ot June
14, 1976, denving the formation of 4 bank holding company
by Nebraska Banco, Ineoo Ond, Neboskae 02 federal Reserve
BurieiniN 638 (1976
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Weathertord Bancshares, Inc.,
Weathertford, Texas

Order Approving
Formation of Bank Holding Company

Weatherford  Bancshares, Inc.. Weatherlord,
Texas, has applied Tor prior approval under section
3ch of the Bank Holding Company Act (12
LLS.Coo§ 1842¢a) ) and section 225.3(a) of
Regulation Y (12 CFR § 225 3(a) to become a
bank holding company by acquiring 80 per cent
or more of the voting shares of The First National
Bank of  Weathertord,  Weatherford.
("Bank ™).

Notice of the application, alfording opportunity
for terested persons to submit comments and

Texas

views has been given in accordance with section
3(b)y of the Act. The time for filing comments and
views has expired, and the application and all
comments received have been considered 1 light
of the factors set forth in section 3(ey of the Act
(12 U.S.CU§ 1842(0)).

Applicant is a nonoperating corporation organ-
ized for the purpose of becoming a bunk holding
company through the acquisition of Bank. Bunk
holds deposits of $33.9 million.!

Buank. which controls approximately 1.0 per
cent of the commercial bank deposits in the Fort
Worth banking market. is the 15th largest of 41
banking organizations operating in the market.®
The subject proposal represents a restructuring of
Bunk's ownership rrom individuals to a corpora.
tion owned by the same individuals. However, in
order 1o analyze the competitive effects of the
subject proposal it is necessary (o consider that
principals ol Applicant are also principals in an-
other one-bank holding company that controls Fort
Worth Bank and ‘Trust, Fort Worth, Texas (7 Fort
Worth Bank ™ ).® which is located 33 tiles cust
of Bank. though in the same banking market. Fort
Worth Bunk holds deposits ot $43.9 million, rep-

VAN bamking data are as of June 300 1977 and refleet bank
holding company farmations and acquisttions approved as of
April 30, 197X,

I'he Fort Worth bankmy nuohet is the relevant niuket and
15 approximated by the Fort Worth, Texas, Rand MeNaudly
Metro Arca (TRMA 7). which includes adl or Tartaat County
and portions of Dentor, Johnson, Parker: and Wise Counties
molexas

Flnassessing the compentive eltects of aproposal involyving
the restructuring of o bank™s ownership into corporate Torm,
the Board takes into consilderation the competitise etiects of
the transaction whereby conunon share ownership was estab
lished between the subject bank and one o more banks i
the same market, See the Board™s Order ot May T 1977
denving the appheation to bhecome a bank holding company
(lootnote cantinued on tollowing page.)
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resenting 1.4 per cent of the market’s total depos-
its, and ranks 12th in the Fort Worth banking
market.

Although acquisition of control of Bank by
principals of Applicant in 1977 climinated some
competition that existed between Bank and Fort
Worth Bank, such acquisition had no significant
adverse etfects upon competition in the market.
Together, the two banks controlled by Applicant’s
principals hold aggregate deposits representing
only 2.4 per cent of the total deposits in the
market. Moreover, there are numerous banking
alternatives remaining in the market that serve as
alternate sources of banking services. In view of
the relative sizes of the banks controlled by Ap-
plicant’s principals, the number of other banks
operating in the market, and their distances from
cach other, it appears that consummation of the
subject proposal would not have any significant
adverse cifects upon competition in any relevant
area. Thus, competitive considerations are con-
sistent with approval ot the application.*

The financial and managerial resources and fu-
ture prospects of Applicant are dependent upon
Bank. Applicant’s projected 12-year amortization
schedule for its acquisition debt appears to provide
Applicant with the necessary financial flexibility
to meet its annual debt servicing requirements and
to maintain an adequate capital position for Bank.
based upon all the facts of record, including certain
commitments by Applicant that have been made
a part of this record. The managerial resources
of Applicant, Bank and the afliliated banks and
bank holding companies arc considered  satis-
factory, and the future prospects of cach appear
favorable. Accordingly, considerations relating to
banking factors are consistent with approval of the
application.®
by Mahaska Investment Company., Oskaloosa, fowua (63 Fed-
eral Reserve Buprerris 5379 (19770 the Board’s Order of
November I8, 1977, denying the application to become a bank
holding company by Citizens Bancorp, Inc.. Hartford City,
Indiana (63 Federal Reserve Burt E1IN 1983 (1977)); and the
Board's Order of March 27, 1978, denying the application
to become a bank holding company by Midwest Buncorp, Inc.,
Gardner, Hlinois (64 Federal Reserve Buttenin 317 (1978)).

* Principals of Applicant are also principals of Deport Bunc-
shares, Inc., Deport, Texas. [ts sole banking subsidiary, First
National Bank of Deport, Deport. Texas, is in a separate
bunking market. There does not appear 1o be any existing
competition between this bank and Bank.

® Where principals of an Applicant are engaged in establish-
ing a chain of one-bank holding companices, the Bouard has
indicated that it is appropriate to analyze such organizations
by the standards normatly applied to multi-bank holding com-
panies. See Board's Order dated June 14, 1976, denying the
application of Nebraska Banco, Inc., Ord, Nebraska, 10 be

come a bank holding company (62 Federal Reserve Buil BTN
638 (1976)).

Although consummation of the proposal would
ctlect no changes in the banking scrvices offered
by Bank. considerations relating to the conven-
ience and needs of the community to be served
are also consistent with approval. It has been
determined that consummation of the transaction
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 suminarized above. The
transaction shall not be consummated (a) before
the thirticth calendar day following the eflective
date of this Order or (b) later than three months
after the cltective date of this Order. unless such
period s extended for good cause by the Board
or by the Federal Reserve Bank of Dallas pursuant
to delegated authority.

By order of the Secretary, acting pursuant to
delegated authority from the Board, effective July
5. 1978.

(Signed) GrirFiTH L. GARWOOD,

[SEAL] Deputy Secretury of the Board.

ORDER UNDER SECTIONS 3 AND 4
OF BANK HOLDING COMPANY ACT

Gering Nuational Company,
Gering, Nebraska

Order Approving Formation
of Bank Holding Company and Retention
of Pioneer Savings Company

Gering National Company, Gering, Nebraska,
has applied for the Board’s approval under
§ 3(a)(l) of the Bank Holding Company Act
(“"ActT) (12 U.S.C. § 1842(a)(1)) of formation
of a bank holding through acquisition of 80 per
cent or more of the voting shares of The Gering
National Bank & Trust Company, Gering, Ne-
braska (**Bank™"). At the same time, Applicant has
applied, pursuant 0 § 4(CcX8) of the Act (12
U.S.C. § 1843(c)(8)) and § 225.4(b)(2) of the
Board's Regulation 'Y (12 CFR § 225.4(b)2)
for permission to retain Pioncer Savings Company,
Gering, Nebraska (**Pioneer™), and thereby to
continue to engage in industrial loan and invest-
ment activities and to continue the sale of credit
life and credit accident and health insurance di-
rectly refated to extensions of credit by Pioneer.
Such activities have been determined by the Board
to be closely related to banking (12 CFR
88§ 225.4(a)2) and (9)).
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Notice of the applications, aftording opportunity
for interested persons to submit comments and
views, has been given in accordance with §§ 3
and 4 of the Act (43 Fed. Reg. 19720 (1978)).
The time for filing comments and views has ex-
pired, and the Board has considered the applica-
tions and all comments received in light of the
factors set forth in § 3(¢) of the Act and the
considerations specified in § 4(ex8) of the Act.

Applicant is a recently-chartered corporation,
organized under the laws of Nebraska for the
purpose of acquiring Bank which holds deposits
that amount to approximately $33.4 million." and
operating Pioncer. Upon consummation of the
proposal, Applicant would control a bank ranking,
on the basis of deposits, 35th of the 450 commer-
cial banks tn Nebraska with 0.49 per cent of the
total commercial bank deposits in the State.

Bank is the fitth lurgest of nine buanks in the
relevant banking market.® controlling 7.2 per cent
of the total deposits in commercial banks in that
market. A principal of Applicant is associated with
two other one bank holding companies. both of
which are located outside the relevant banking
market. These two companies are part of a chain
of thirteen one-bank holding companics controlled
by a group apparently not associated with Appli-
cant. Although he is a director ol cach of the two
other bank holding companies and ol the subsidi-
ary bank of onc of these compames, his stock
ownership in these two other holding companies
is small and his influence appears minimal; fur-
thermore, the individual holds only an 'l per cent
interest in Applicant, control of which appears to
rest with three other individuals who are members
of the same family. In view of these facts, the
proposal is not viewed as an extension of a chain
of one-bank holding companies and therefore need
not be analyzed on the busis of multi-bank holding
company standards.

The proposed transaction represents a restruc-
turing of the ownership of Bank from individual
to corporate ownership. It does not appear that
consummation of the proposal would eliminate any
existing or potential competition between banks,
increase the concentration of banking resources or
have any other adverse effects on other banks in
the market. Accordingly, the Board concludes that
competitive considerations are consistent with ap-
proval of the application to acquire Bank.

The financial and managerial resources and fu-

AL deposit data are as of June 30, 1977,

2 The relevant banking market is approximated by Scotts
Blutl’ County. Nebraska.

ture prospects of Applicant and Bank are regarded
as generally satisfactory. Although Applicant will
incur some debt in connection with this proposal,
revenues derived from its ownership of  Buank
should enable Applicant to service its debt without
adversely affecting Bank™s financial  condition.
Therefore, considerations relating to banking fac-
tors in regard to the acquisition of Bank are con-
sistent with approval of the application.

While no significant changes are contemplated
in Bank’s services, Applicant intends to increase

Bank’s capital, thereby  indirectly  increasing
Bank’s lending  limits.  Accordingly,  consid-

crations relating 10 conveniencee and needs ol the
community to be served appear consistent with
approval. It is the Board's judgment that consum-
mation of the proposal to form a bank holding
company would be in the public interest and the
application should be approved.

In connection with the application o become
a bank holding company. Applicant has also ap
plied, pursuant to §§ 225.4(a)(2) and (9) of Regu
lation Y to retain Pioneer and thereby continue
to engage in the activities of an industrial loan
and investment company and continue to sell credit
life and credit accident and health insurance di-
rectly related to extensions of credit by Pionceer.
Pioneer is an industrial loan and investment com-
pany, chartered under the laws of Nebraska, that
started de novo by Applicant on April 3. 1978,
It offers consumer, commercial, and first and sec
ond mortgage loans and issues “Ceertificates of
indebtedness,” which are, in elfect, uninsured
deposits yielding interest rates greater than those
paid on insured deposits.? The recent opening of
Pioneer provided the public an alternative source
of deposit and loan services with credit-related
insurance services in the market, and the Board
views these results as being procompetitive and
in the public interest. Furthermore. there is no
evidence in the record indicating that consunina
tion of the proposal would result in any unduce
concentration of resources, decrcased or unfair
competition, conflicts of interests, or other adverse
effieets on the public interest.

Based on the foregoing and other considerations
retlected in the record, the Board has determined
that the considerations atlecting the competitive
factors under § 3(¢) of the Act and the balance

*Although “rcertificates ol indebtedness™ are not insured.
the Net
supervises industrial loan company operations. Such companices

u wdustrial loa 3 t Suct n

ka Departinent ot Banking and Finance closcely

are examined at least annually and must tle annual financial
reports. Minimum capital standards and reserve levels are
required and State Taw regulates the payment of dividends,



692 Federal Reserve Bulletin 01 August 1978

of the public interest factors the Board must con-
sider under § Hen8) of the Act both favor ap-
proval of Applicant’s proposals.

Accordingly. the applications are approved for
the reasons summarized above. The acquisition of
Bank shall not be made (a) before the thirtieth
calendar day following the etlective date of this
Order: nor (b) 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 Kansas City pursuant to
delegated authority. ‘The determination as to Ap-
plicant’s industrial loan and insurance activities is
subject 1o the conditions set forth in § 225.4(¢)
of Regulation Y and to the Board's authority to
require reports by, and make examinations of,
holding companies and their subsidiaries and to
require such moditication or termination of the
activities of a bank holding company or any of
its subsidiarics as the board finds necessary 1o
assure compliance with the provisions and pur-
poscs of the Act and the Board’s regulations and
orders issued thereunder or to prevent cvasion
thereol.

By order of the Board of Governors, elfective
July 14, [973.

Voting tor this action: Governors Wallich, Coldwell,
Jackson. and Partee. Absent and not vaoting: Chairman
Niller and Governor Gardner.

(Signed) GRiFrtra I, GARWOOD,

[seaL] Deputy Secretary of the Board.

ORrRDER UNDER SECTION 2
or Bank HoipinGg CoMpaNy ACI

Community State Ageney. Inc..
Bloomington, Minnesoti

Community State Agency. Inc.. Bloomington,
Minnesota (7" Ageney’), a bank holding company
within the meaning of § 2¢a) of the Bank Holding
Company Act of 1956, as amended, (12 U.S.C.
§ 1841 et seq.) (the ““Act’™™) by virtue of its own-
ership ol a controlling interest in Community State
Bank. Bloomington, Minnesota, has requested a
determination pursuant  to - the
§ 2(2)(3) of the Act that Agency would not be
capable of controlling Mr. Clifford R. Jerpbak
(""Purchaser™) after his purchase of the insurance
business assets of Agency, notwithstanding the
fact that Purchaser is the president and  the
principal sharcholder ot Agency, controlling ap-

provisions  of

proximately 72 per cent of Agency’s outstanding
shares.

Under the provisions of section 2(g)(3) of the
Act. shares transferred after January 1, 1966, by
any bank holding company to a transferee that has
one or more ofticers, directors, trustees. or beneti-
ciaries in common with or subject to control by
the transferor are deemed to be indirectly owned
or controlled by the transferor unless the Board,
after opportunity for hearing, determines that the
transferor is not in fact capable of controlling the
transferce. In a January 26, 1978 interpretation of
this section of the Act, the Board stated that the
transfer of such a significant volume of assets that
the transfer may in ceflect constitute the disposition
of a separate activity ol a company. is deemed
by the Board to involve a transfer of ““shares™
of that company. for purposes of section 2(g)(3)
of the Act (64 Federal Reserve BurikriN 211
(1978)).

Notice of an opportunity for hearing with re-
spect o Agency’s request for a determination
under section 2¢g)(3) was published in the Federal
Register (42 Fed. Reg. 62,047 (1977)). The time
provided for requesting a hearing has expired. No
such request has been received by the Board, nor
has any cvidence been received to show  that
Agency will in fact be capable of controlling
Purchaser.

It is hereby determined that Agency will not,
in fact, be capable of controlling Purchaser. This
determination is based upon the evidence of record
in this matter, including that establishing the fol-
lowing facts.

Purchaser will incur no debt in acquiring the
insurance business assets from Agency. In addi-
tion. the board of directors of Agency has submit-
ted a resolution disclaiming its capability of con-
trolling Purchaser upon consummation of  the
transaction, and Purchaser has submitted an affi-
davit stating that Agency will not in fact be capable
of controlling him. Furthermore. rather than being
subject to control of Agency. Purchaser, as an
individual, in fact controls Agency.

Accordingly. it is ordered, that the request of
Agency for a determination pursuant to section
2(g)(3) be, and hereby is, granted. This determi-
nation is based upon the representations made to
the Board by Agency and Purchaser. In the event
the Board should hereafter determine that facts
material to this determination are otherwise than
as represented, or thut Agency or Purchaser failed
to disclose 1o the Board other material facts, this
determination may be revoked, and any change



in the facts or circumstances eliecd upon by the
Board in makimg this detenmination could result
in the Board reconsidering the determination made
herein.

By order ol the Board ol Governors, aciing
through its Generad Counsels pursuant to delegated
authority (12 CEFR § 2652y, clfective July
3. 1978,

(Signed) Grirrrin Lo Gagwoob,

[SEAL | Deputy Secretary of the Bodard.

CERTIFICATIONS PURSUANT 1O [HE
Bank Horminag Conmeany 'Tas Aot or 19706,

Trans Western Corp.,
Dickinson. North Duakota

[Docket No. TCR 76 103]

Trans-Western Corp.. Dickinsen. North Dakota
CTT WL has requested o prior certitication pur-
stwant o section IO Tehy ol the Taternal Revenue
Code ("Code™ )0 as amended by section 261 ot
the Bank Holding Company Tax Act of 1976
(U Tax AcU 7)o that its proposed divestiture of all
of the voting shares of American State Bank of
North - Dakota
C Buank ™) curreatly held by 'TW o through the pro

New  Engliand. New  Eogland |
rata distribution of such shares o the sharcholders
of T-W s necessary or appropriate to ellectuate
the policies of the Bank Holding Company  Act
(12 U.S.C0§ I8 er seg) (CTBHO Act™).

In connection with this request, the following
mformation is deemed relevant Tor the purpose of
issuing the requested certitication:!

Lo T-W s o corporation orpanized ander the
laws of the State of North Dakota on February
4. 1955,

2. On Murch 701903, T W acquired ownership
and control of 3920 shares. representing 59.2 per
cent of the outstanding voting shives of Bank.
which was then named Citizens State Bank ol New
England.

3. T-W became a bank holding company on
FO70. as o 1esalt of the 1970
Amendments to the BHO Act, by virtue of s

December 31

ownership and control at that time ol more than
25 per ocent of the outstanding shares ot Bunk,

Phis information decives from W commumications with
the Board concerning its request for s certihication. W
registration statement tiled with the Bousd pursisn to the BERC

Act, and other reconds of the Boad

Law Deparnnent 093

and it reastered as such with the Board on June
210197 T-W o owould have been a bank holding
company - on July 70 19700 e BHO Act
Amendments of 1970 had been e eflect on such
date by virtue of ity ownership and control on that
date ol more than 25 per cent of the oulstanding
votng shares ol Bank.

J0 T W holds property acquired by it on or
betore July 7. 19700 the disposition ol which. but
for clause (i) ol section ey of the BHC Act and
the proviso of sectioi -Ha2) thai Act. would b
necessary o pprapriale o cllectiate section 4 ol
the BHC Act il Ageney were 1o conlinue to be
a bank holding company beyond December 31,
1080 and which property . but tor such clause and
such proviso, would be o “prolubiicd property
within the meaning of section TTO3(e) of the Code.
Scetions O30y and 1TO3¢h) of the Code provide
that any bank holding company nuy clect, Tor
purposces ol Part VI of subchapter O oi chapter
I ol the Code, to have the determination whethen
property s Tprohibited property . or is property
cligible o be distributed  without recognition of
cuain under section Oy of the Code ., made
under the BHC Act as i that Aci did not contain
clause (i) of section -Hey or the proviso ol section
A2y =W oaepresented that it will make such
an election ”

On the basis ol the loreeomy nfornmation. i
is hereby certified that:

(A T-W s aqualitied bank holding corporation,
within the meanine ol section FHO3(h) ol the Code .,
and suatisties the requuements ol that section;

(B) the 2820 shares of Bank that W proposes,
to distribute o s sharcholders are all or part ol
the property by reasoin of which 'TW controls
(within the meunitg ol section 260 ol the BHC
Act) a bank or bank holding company ;. and

() the distribation of the shares ol Bank s
necessdary or appropriate to cllectuate the policies
of the BHC Act.

This certificaton s based upon the repre:
sentations made o the Board by 'FW and upon
the tacts set Torth above. In the event the Board
shiould herealter determime the facts material to this
certification are otherwise than as represented by
F-W. or that "I W has daled o disclose 1o ithe
Board other maiertal facis, 0 may revoke this
certification. This certification is eranted upon the

Y oSeciions T $Gn ad TTOAth)y of the Code require thiad an
cloection thereunder be made "at suvch tine and i soch manner
as the Secretny Job the Lreasuns |oor tas delepate miay by
sevuliations prescribe T As o this date no such regalation:, have

been promulyiied
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condition that 'T-W make the clections required
by sections [103(g) and 1103(h) of the Code at
such time and in such manner as the Secretary
of the Treasury or his delegate may by regulation
prescribe.

By order of the Board of Governors. acting
through its General Counsel, pursuant to delegated
authority . (12 CER § 265.2(b)(3)). cltecuive July
13, 1978.

(Signed) THEODORE E. ALLISON,
[sEat ] Secretary of the Board.
Unicapital Corporation,
Atlanta, Georgia

[Docket No. TCR 76-148)
CORRECTION

In the prior and final certification issued on
March 31, 1978, 1o UniCapital Corporation, At-
lanta, Georgia (C"UniCapital™™). items [, 6 and 8
of the second paragraph of the certilication should
be corrected to read as follows:

1. United States Finunce Company. Inc., At-

lanta, Georgia ("Finance™ ). was a corporation

organized under the laws of the State of Florida
on February 19, 1958, UniCapital is a corporation
organized under the laws of the State of Delaware
on May 9, 1969,

6. Necither UniCapital nor any subsidiary of
UniCapital holds any interest in First Bankers or
Bank. .

8. No oflicer, director tincluding honorary or
advisory director) or employee with policy-making
tunctions of UniCapital or any subsidiary of Uni-
Capital also holds any such position with First
Bankers, or any subsidiary of First Bankers, in-
cluding Bank.

The above information is not regarded as a
material alteration of the information previously
setforth and relied upon inissuing the certification
to UniCapital on March 31, 1978, and does not
modity in any manner that certification. By Order
of the Board of Governors, acting through its
Acting General Counsel pursuant to delegated au-
thority (12 CER § 265.2(b)(3)). elfective April 7.
1978.

(Signed) THEODORE E. ALLISON,

[sEAL] Secretary of the Board.

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By THE BOARD OF GOVERNORS

During July 1978, the Board of Governors approved the applications listed below. Copices 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

Board action

(effective
Applicant Bank(s) date)

El Paso Bancshares. Inc.. The El Paso County Bank, July 26, 1978
Monument, Colorado Monument, Colorado

First Hays Bancshares, Inc., The First National Bank of July 25, 1978
Hays, Kansas Hays City, Hays, Kansas

First Bank Holding Company. Westland National Bank, July 14, 1978
Lakewood, Colorado Arvada. Colorado

Galveston County Banceshares, Inc., The Texas City National July 28, 1978
Texas City, Texas Bank, Texas City, Texas

Hawkeye Bancorporation, First State Bank., July 14, 1978

Des Moines, Towa

Chariton, Towa
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Section 3- - Continued

Applicant

Board action
(effective
date)

Bank(s)

HaleCo BuancShares, Inc..
Plainview, Texas

Hale County State Bank,
Pliinview, Texas

July 19, 1978

Muyskens Corporation, Tropic Bank of Seminole, July 17, 1978
Cassclberry. Florida Casselberry, Florida

Oakland Financial Services, Inc. Citizens State Bank, July 31, 1978
Oakland, Towa Oukland, lowa

Phelps County Bancshares, Inc., Phelps County Bank, July 14, 1978
Rolla, Missouri Rolla, Missouri

Strawn Bancshares, Inc.. Strawn Seccurity Bank, July 19, 1978
Strawn, Texas Strawn, Texas

Woodford Investment Company. First National Bank of Eureka, July 31, 1978

Eureka, Hlinois

By FEDERAL RESERVE BANKS

Lurcka, Hlinois

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

Nonbanking
Company Reserve Effective
Applicant Bank(s) (or activity) Bank date
First and Merchants Reinsuring credit Richmond July 6, 1978

life and credit
accident and
health insurance

Corporation,
Richmond. Virginia

sold in the State

of N.C.

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

Does not include suits against the Federal Reserve Banks in which the Board of Governors is not named a party.

Independent Bankers Association of Texas v. First

National Bank in Dallas, etal. . liled July 1978,
U.S.C.A. for the Northern District of Texas.
Mid-Nebraska Baneshares, Inc. v. Board of Goyv-
ernors, filed July (978, U.S.C.A. for the Dis-

trict of Columbia.

NCNB Corporation v. Board of Governors, filed
June 1978, U.S.C.A. for the Fourth Circuit.
NCNB Corporation v. Board of Governors. filed
June 1978, U.S.C.A. for the Fourth Circuit.
Ellis Banking Corporation v. Board of Governors,

filed May 1978, U.S.C.A._ for the Fifth Circuit.

United States League of Savings Associations v.
Board of Governors. tiled May 1978, U.S.D .C.
for the District of Columbia.

Hawkeye Bancorporation v. Board of Governors.
filed April 1978, U.S.C.A. for the Eighth Cir-
cuit.

Dakota Bankshares, Inc. v. Board of Governors,
filed April 1978, U.S.C.A. for the Eighth Cir-
cuit.

Citicorpv. Board of Governors, tiled March 1978,
U.S.C.A. for the Second Clircuit.

Security Bancorp and Security National Bank v.
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Pending Causes-—Continued
Board of Governors, filed
U.S.C.A. for the Ninth Circuit.

Michigan National Corporation v. Board of Gov-
ernors, filed January 1978, U.S.C.A. for the
Sixth Circuit.

Wisconsin Bankers Association v. Board of Gov-
ernory, filed January 1978, U.S.C.A. for the
District of Columbia.

Vickars-Henry Corp. v. Board of Governors, tiled
December 1977, U.S.C.A. for the Ninth Cir-
cuit.

Emch v. The United States of America, et al.,
filed November 1977, U.S.D.C. tor the Eastern
District of Wisconsin.

Corbin v. Federal Reserve Bank of New York,
Board of Governors. et. al., filed October 1977,
U.S.D.C. for the Southern District of New
York.

Central Bank v. Bouard of Governors, filed Oc-
tober 1977, U.S.C.A. for the District of Co-
lumbia.

Investment Company Institute v. Board of Gover-
nors. tiled September 1977, U.S.C.A. for the
District of Columbia.

BankAmerica Corporation v. Board of Gover-
nors. filed May 1977, U.S.C.A. for the North-
ern District of California.

March 1978,

BankAmerica Corporation v. Board of Gover-
nors, filed May 1977, U.S.C.A. for the Ninth
Clircuit.

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

Memphis Trust Company v. Board of Governors,
filed February 1976, U.S.D.C. for the Western
District of Tennessce.

First Lincolnwood Corporation v. Bourd of Gov-
ernors. liled February 1976, U.S.C.A. for the
Sceventh Circuit.

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

Florida Association of Insurance Agents, Inc. v.
Board of Governors, and National Association
of Insurance Agents. Inc. v. Board of Gover-
nors, filed August 1975, actions consolidated
in U.S.C.A. for the Fifth Circuit.

David 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 Colum-
bia.

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

CONSUMER ADVISORY COUNCIL:
Suggestions for Membership

The Board of Governors of the Federal Reserve
System has announced that it is asking the public
for suggestions as to qualificd persons 1o fill up-
coming vacancies on the Board™s Consumer Advi-
sory Council. The Board asked for suggestions by
September 1, 1978,

The terms of Y of the 28 current members of
the Council expire December 31, 1978, New ap-
pointments will be for terms of 3 years.

The Consumer Advisory Council, representative
of the interests of both consumers and creditors,
advises the Board on its responsibilities under the
Consumer Credit Protection Act and other con-
sumer-related  matters. The  Council  generally
meets with the Board four times yearly. Its meet-
ings arc open o the public.

The Board asked that suggestions be accom-
panied by biographical data. With certain excep-
tions pertaining to privacy. this information wilt
be available o the public, upon request, for
ispection and copying.

The members of the Council whose terms expire
at the end of 1978 are:

The Honorable Leonor K. Sullivan
St. Louis, Missouri

Agnes H. Bryant, Director
City of Detroit Human Rights Department
Detroit, Michigan

Linda M. Cohen

Credit Committee Meniber
National Organization for Women
Washington. D.C".

Anne G. Draper. Feonomist
Al'L-CIO
Washington, D. €.

Joseph F. Hole [

Special Projects Otticer
Weyerhacuser Mortgage Conmpany
Los Angeles. California

Richard F. Kerr

Operating Vice President
Federated Department Stores
Cincinnati. Ohio

Reece AL Overcash, Jr.

President

Associates Corporation of North America
Dallas, Texas

James L. Sutton

Secretary and Corporate Counsel
Chilton Corporation

Dallas. Texas

Richard L. Wheatley, fr.

Chairman and Chief Executive Officer
University Baok

Stillwater, Oklihoma

REGULATION Z: Amendment

The Board of Governors has amended its Regula-
tion Z. (Truth in Lending) concerning the “"cooling
ofl”” period for consumers who pledge their home
as security in open-end credit arrangements.

Truth in Lending requires that when a home s
used as collateral for a consumer loan the lender
must give notice that the borrower has a 3-day
period in which to cancel the arrangement.

Lenders have asked the Board how this notice
should be given when they extend open-end credit
that is sccured by an interest in @ consumer’s
home. Credit-card and overdraft checking ar-
rangements are examples of open-end credit.

The amendment exempts from the notice re-
quircment of Regulation 70 individual transactions
under an open-end credit arrangement when the
creditor and the scller are not the same or related
persons. The exemption applies, for example, to
use of a bank credit card to purchase merchandise
from a retail seller.

To qualify for this exemption under arrange-
ments when the ereditor and seller are not the same
person, the amendment requires that customers
must be notificd of their right to cancel mortgage-
secured open-end credit plans in the following
mstances:

1. When an open-end credit plan is first opened.

2. Whenever the credit limit is increased.

3. Whenever the terms of the account  are
changed.

4. Whenever a security interest in a home is
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added to an existing open-end credit arrange-
ment.

Customers must also be reminded annually that
their homes have been pledged as security for such
accounts.

When the creditor and seller of goods and serv-
ices are the same or related persons (for example,
in the case of a revolving charge account cestab-
lished with a merchant under which the customer
may buy goods or services only from that mer-
chant), Regulation Z specities that notice of the
right of rescission must be given whenever a
transaction occurs on an open-end account secured
by the customer’s home.

The change in Regulation 7 adopted by the
Board is a modification of an amendment proposed
by the Board on December 5, 1977.

PROPOSED ACTIONS

The Board of Governors has proposed adoption
ot an amendment to its Regulation Y (Bank Hold-
ing Companics) to make check verification an
activity permissible for bank holding company
subsidiaries. Comment will be received through
Sceptember 13, 1978.

The Board has also proposed to lighten the
penalty required for early withdrawal ol certain
types of time deposits at member banks under
Regulation Q (Interest on Deposits). The proposal
is expected to benefit particularly time deposits in
long-term individual retirement accounts (IRA’s)
and Keogh Plan retirement accounts, thus {urther-
ing the congressional aim of promoting retirement
savings. The Board asked for comment by August
15, 1978.

REGULATION C: Exemption Actions

The Board of Governors annulled an exemption
previously granted to depositary institutions char-
tered by the State of Illinois under the Federal
Home Mortgage Disclosure Act (HMDA), eftec-
tive July 26, 1978.

The HMDA authorizes the Board to exempt
State-chartered institutions subject to a State law
imposing requircments substantially similar to the
Federal law and with adequate provision for en-
forcement.

The Board had granted such an exemption to
[linois-chartered depositories on December 21,

1976. The [llinois Supreme Court has declared the
Illinois Financial Institutions Disclosure Act, on
which the Board based its exemption, to be un-
constitutional and void. The Board has conse-
quently annulled the exemption. [llinois institu-
tions subject to the act must begin within 90 days
to comply with HMDA and the Board’s Regulation
C (Home Mortgage Disclosure).

In another action, the Board of Governors ap-
proved an exemption from the requirements of the
Federal Home Mortgage Disclosure Act and the
Board’s Regulation C for State-chartered banks
and other depositary institutions in Connecticut,
cffective September 11, 1978.

The exemption will apply to State-chartered
depositories that are subject to the Connecticut
Home Mortgage Disclosure Act and the related
regulations of the Connecticut Banking Depart-
ment.

CONSUMER CREDIT:
Extension of Survey

The Board of Governors has approved the exten-
sion for 3 years of its monthly survey of consumer
credit at commercial banks.

At the same time the Board approved a number
of changes in the report (Commercial Bank Report
of Consumer Credit—FR 571) designed to reduce
substantially the reporting burden on banks while
retaining the major aspects of the analytical use-
fulness of the information gathered.

Some of the data are used by the Board in
preparing its monthly releases on consumer instal-
ment credit (421 (G.19)] and automobile credit
[428 ((G.26)).

The revisions were in large part necessitated by
the fact that distinctions among certain types of
consumer credit are becoming blurred by changing
market practices. The revisions will eliminate re-
porting of the number of loans made by the re-
porting banks for automobile and mobile homes
and data for new and used automobile loans, and
consolidate check-credit and credit-card figures.
The reporting panel of banks will be reduced to
298 from 567.

The title of the revised report (Commercial Bank
Report of Consumer Instalment Credit- -FR 2571)
reflects elimination of the only item in the old
report that did not involve consumer credit.

The new form will be used first for the October
report.
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Industrial Production

Released for publication August 15

Industrial production increased an estimated 0.5
per cent in July, following revised 0.5 per cent
rises in both May and June and a 1.6 per cent
gain in April. Increases in output of equipment,
construction supplics, and durable goods materials
continued 1o be large in July: and there was a
moderate rise in production of consumer goods,
following declines in the two preceding months.
At 1453 per cent of the 1967 wverage, the July
index is 4.8 per cent higher than a year curlier;
the index for consumer goods is 1.3 per cent
higher, and the index for cquipment is 7.2 per
cent higher than a year carlier.

Output of consumer goods in July increased 0.3
per cent, as auto assemblies—-at a scasonally ad-
justed annual rate of 9.4 million units-~ increased
fractionally from the 9.3-million ratc in Junc.
Production of home goods rose further in July but
by less than in the preceding month; output of
consumer nondurable goods increased in July fol-
lowing 2 months of decline, but the level remained
below that of April. Qutput of business equipment
increased (.9 per cent in July. and production of
intermediate  products,  especially  construction

supplics, continued 1o rise.

Output of durable goods malerials increased 1.0

per cent in July, reflecting continued gains e steel
and equipment parts. Nondurable goods materials
output was unchanged. as the decline in strike-af -
fected paper materials offset gains in other non-
durable goods materials. The output of materials
was 5.¥ per cent higher than in Julv 1977,

Seasonally adjusted, ratio scale, 1967=100
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Index of the Weighted-Average
Exchange Value of the U.S. Dollar: Revision

The index of the weighted-average foreign ex-
change value of the U.S. dollar has been revised.
Monthly average values of the revised index be-
ginning with 1967 are shown in Table .

An index of the average exchange value of the
dollar summarizes in one number the various indi-
vidual exchange rates of the dollar against major
forcign currencies. The index previously published
in the Burirrs was constructed by computing
an arithmetic weighted average ot the exchange
values of the dollar against the 10 major foreign
currencies listed in the Technical Note. The weight
of cach currency in the index was equal to that
country s share of total trade (imports plus exports)
in 1972, Changes in the index were computed from
a base period of May 1970=100.

The major difference in the new index is a
change in the mathematical averaging technigue.
The previously used arithmetic average had an
undesirable property: namely. as currencies di-
verged from cach other over time, changes in
currencies that rose against the dollar had « re-
duced impact on the index while changes in cur-
rencies that fell against the dollar had an increased
impact on the index. As a resulte arithmetic

been made. The weights have been recalculated
by using average trade shares of the 10 countries
for the 5 years 1972.76. The base period of the
index has also been updated to March 1973 the
start of the period of generalized floating of ex-
change rates.

The formula used to caleulate the revised index
is described in the Technical Note. The index s
published in the table on Forcign Exchange Rates
on page A6 (line 25) of the BurreniN,

TECHNICAL NO'TE

The value of the mdex at time 1ois detined as:

n
10O I (7 R,
i 1 L !

ot alternatively .
1
10O exp 2w,

log,. R,

where Ky,
(Exchange rate ol currencey ¢ at time £y, with wdl exchange rates
expressed i LS, cents per unit of toreign currency . 'The base

(Base period exchange rate ot curreney i)/

period exchuange rates and weights w oare given below.

Muarch 1973 [
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. . . , . . Uy reure hise period i de
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Along with this more substantive revision. a Sum e 1000
routine updating of the index’s trade weights has CCenty per unit of foreign cuarrency
1. Weighted-average exchange value of the U.S. dollar, March 1973 - 100
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T
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1.10 MONETARY AGGREGATES AND INTEREST RATES

Domestic Financial Statistics A3l

1977
Item
|
| Q3 ‘ Q4
Member bank reserves X
I Total. e v e 7.3 6.1
2 Required........ e 6.8 6.3
3 Nonborrowed 1.7 3.5
Concepts of money !
4 8.1 7.5
S 9.9 8.2
6 11.9 10.7
Time and savings deposits
Commercial banks: ;
7 Total. oo i 10.3 13.1
8 Other than large CH's . 1.2 8.6
9 Thrift institutions 2. . 15.0 14.4
10 Total loans and investments at commercial banks 3... ... 1 9.9
i
P — -
| 1977
I__ —— -~ —
Q3 ‘ Q4
Short-term rates
11 Federal funds 4. . ... o oo 5.82 6.51
12 lederal Reserve discount 5., .. 5.42 5.93
13 Treasury bills (3-inonth market yield) ¢ 5.50 6.11
14 Commercial paper (00-to 119-day) 7................. 5.74 6.56
Long-term rates
Bonds:
15 U.S. Government®. . ... o i i 7.60 7.78
16 State and local government 9, cen .. 5.59 5.57
17 Aaa utility (new issue) 10, . ..o oo 8.09 8.27
18  Conventional mortgages 11, , ... . ... ... o . i 9.00 9.05

(annual rates of change

1978

1978

Q2 Feb. | Mar. Apr. ’f May X June

Monetary and credit aggregates

justed in per cent)1?

i
I
8.5 6.3 10,9 | -8.6 9.4 - 10,20 147
8.3 7.0 1.8 -17.3 [ 7.9 [6.2
14.5 4 1371 —6.2 Lol 1.2: 19.2
i :
|
5.6 9.5 -0.71 3.5 19.0 ; 8.0 5.9
6.9 8.3 4.7 5.6 1.5 7.8 7.8
7. 8.0 5.7 6.5 9.8 7.0 8.4
13.4 1.0 14.2 1.6 8.3 14.4 6.7
7.9 7.4 8.6 7.0 6.2 7.7 8.9
8.9 7.6 6.9 7.7 . 7.3 7.2 9.2
9.6 13.0 ‘ 7.9 . 6.9 18.5 r15.6 6.0
1978 1978
e
Qi Q2 ) Mar. ’ Apr. ’ May | June July
i
Interest rates (levels, per cent per annum)
6.70 7.28 6.79 6.8 1 7.36.  7.60 7.81
6.46 6.78 6.50 6.50 = 6.84 7.00 7.23
6.39 - 6.48 6.29 6.29 6.4] 6.73 7.01
6.76 l 7.16 6.75 6.82 7.06 ‘ 7.59 7.85
’ i
8.19 8.43 8.21 8.32 °  8.44 8.53 8.69
5.65 6.02 5.6l 5.80 ,  6.03 6.2 6.28
8.70 8.98 8.71 8.90 , 8.95 9.09 9.14
9.23 9.58 9.30 9.40  9.60 9.75 9.80

1 AM-1 equals currency plus private demand deposits adjusted.

M-2 equals Af-1 plus bank time and savinps deposits other than large
negotéiable certificates ot deposit (CI)’s).

M-3 equals M-2 plus deposits at mutual savings banks, savings and
loan associations, and credit union shares,

_ZSavings and loan associations, mutual savings banks, and credit
unions.

3 Quarterly changes calculated from figures shown in Table 1.23.

4 Seven-day averages of daily cflective rates (average of the rates on
a given date weighted by the volume of transactions at those rates),

5 Rate for the Federal Reserve Bank of New York.

6 Quoted on a bank-discount rate basis.

7 Beginning Nov.
five dealers. Previously, most representative rate quoted by these dealers.
8 Market yields adjusted to a 20-year maturity by the U.S. Treasury.

9 Bond Buyer scries for 20 issues of mixed quality.

10 Weighted averages of new publicly offered bonds rated Aaa, Aa,
and A by Moody’s Investors Scrvice and adjusted to an Aaa basis,
Federal Reserve compilations.

11 Average rates on new commitments {or conventional first mortgages
on new homes in primary markets, unweighted and rounded to nearest
5 basis points, from Dept. of Housing and Urban Development.

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

1977, unweighted average ol offering rates quoted by
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Millions of dollars

Domestic Financial Statistics i+ August 1978

FACTORS AFFECTING MEMBER BANK RESERVES

tactors

SUPPLYING RESERVE FUNDS
I Reserve Bank credit outstanding. . ..
2 .S, Govt, securitiest oo
3 Bouaght outright. ... ooooooio
4 Held under repurch agree-
nient. ...,
5 Federal agency s S
6 Bought outright......
7 Held under repurchase
LT LS ¢ 1
8 ACCCPLIICES. v e e i v i e i ennnnans
9 Loans
10 Float,
11 Other
12 Gold stock. . oo,
13 Speciad Drawing Rights certificate
account. . e .
14 Treasury currency outstunding., .
ABSORBING RESERVE FUNDS
15 Currency in circulation, ..o ou. ..
16 Treasury cash holdings............
Deposits, other than member bank
reserves with FLR. Banks:
17 Treasury
18 Fore
19 Othe
20 Other LR, liab: lltn.s.mdmml.ll
21 Member bank re

Banks

SUPPLYING RESERVE FUNDS
22 Reserve Bank credit outstanding. . .. i
23 U.S. Govt, securities' .. ..........
24 Bought outright, . ... ...

25 Held under repurchase agree
26 Federal agency ecuritios . ..
27 sright. ..
28 Held under repurchas
Ment. ...,

29 ACCEDLANCES . oo
30
31
32 Other Federal Reserve assets .
33 Goldstock....... ... ..
34 Special Drawing Rights certificate ,

account. ..ol
35 ‘Treasury currency outstanding. .. ..

ABSORBING RESERVE FUNDS
36 Currency in circulation. ... .. ...
37 ‘Treasury cash holdings .

[)c.posnx other than member lan
reserves with 1.R. Bunks:
38 Treasury
39 borcign. ... ..
40 Other2, ... ..o
41  Other LR, liabilitics and capital ,
42 Member bank reserves with 1R,
Banks,....oooi i,

Monthly averages of daily

tnd-of-month

i
|
[
|

figures
1978
May i June
C 119,603 1 121,992
103,143 104,656
1024310 1 103,763
712 891
8171 ENAT
7.907 7,897
264 241
204 213
1,227 I
4,019 1 5,297
2.739 2,577
11,718 11.709
1.250 1.250
11,538 11.576
104,389 | 105.¢01
383 158
6,514 7.577
REY 266
619 776
3,954 4,049
27.890 27,840

July”

127,052

108,626
107,350

1.276
§.384

8,106 !

418
337
1.286
5,493
2,726
11,698

1,250
.64

107, 057

10,512
281

709

1

4.047

28,664

figures

1978

} May June
119,193 ' 126,893
S 02,8260 110,146
102,395 | 107,859
431 2,287
7920 8,526
7,895 8,168

I

2 358

274 | 1021
1167 © 1,428
4,419 30318
20586 0 2,454
F0L7I8 5 11,706

!

1,250 © 1,250
11,526 11,568
105,443 | 106,288
365 337
2,398 | 11,614
454 288
660 773
4,235 4,193
30,135 | 27,920

July#

126,148

168 885

108,149
736
8,235
8,104
71

268
1,132
4,726
2,902
11,693

1,250
11,630

106,589
336

10,331

347
771

4,247
28,100

i

: June 14 | June 21
|

Weekly averages of daily figures tor weeks ending—

?
117,964 | 124,897
|

1978
" June 28 ' July 5 July 12
126,004 & 127,461 : 125,720
107,993 | 109,189 106,933
106,241 | 106,793 | 106,7(0
1,752 2,590 223 -
NS0 0 8802 8,048
7,867 1 8,108 8,168 .
703 634 80
400 472 22
1.716 1,193 903
4,080 4,499 . 6,994
2,589 2,606 2,619
HL706 010706 | 11,704
1,250 ¢ 1,250 1,250
11,593 | (1,583 | 11,607
105,550 106,589 | 107,624
354 350 Jod
11,663 10,338 | 10,511
238 304 299
648 798 727
|
4,071 4,166 ;3,778
28,038 | 29,457 20,978

101,361 - 107,197
101,361 105,957
1,240
7,995
7.807
......... 123
......... 175
793 1,194
5,480 5.549
2,440 2,787
11,7006 11,700
1.250 1,250
1,571 11,576
105,830 105,008
362 357
3,690 9.231

258 25
870 912
3.919 4,371
27,560 ¢+ 28,032
June 14 | June 21
115,246 | 131,218
96,705 | 110,851
96,705 | 108,069
......... 2,782
7,867 8,526
7,867 7,867
......... 659
........ 430
1,553 2,574
6683 6,200
2,438 2,631
11,706 11,700
1,250 1,250
11,57t 11,578

i

106,060 | 105,793
359 355
3,631 14,132
248 274
675 652
4,294 3,987
24,505 30,559

Wednesday figures

1978
June 28 July § July 12
131,211 1 120,258 | 129,562
110,508 ¢ 101,771 | 109,316
106,918 - 100,010 | 107,754
3,590 H 1,761 1,562
8.943 1 8,762 8,729
7.867 1 8,168 81068 :
1,076 594 | 561
720 784 157
2,648 | 648 1,097
5845 1 5,279 0 7.635
20547 5 3014 2,628
1
11,706 11,706 | 11.695
1.250 0 1,250 ° 1,250
11,594 ) 11,007 11,607
;

106,233 | 107,440 | 107,919
351 395 343
12,173 | 9,591 | 10,562
209 298 226
663 815 710
4,107 3,701 3,930
31,965 | 22,575 | 30,424

!
July 19# .

128,901

110,095

{08 162
1,933
8913
8,168

745
291

5,342
2,672

11,693

1,250
11,613

107,342
345

|
10,464
256
662

4,002

30,380

.lul) 191

| 135,534

11,615
108,017

L3,598
| 9,474

8,168
1,300

608
5,274
5.704
21799
11,693

1,250
11,622

107,300
343
10,201
203

645

4,150
37,198

1,589

July 267

F 127,361

109,046
107,417

1.629
8,745
8,104
581
444
1,460
4,809
21857
11,093

1.250
11,624

106,760
333

11,219
279
699

4,170

28,468

July 267

121,488

103,820
103,281

539
8,396
8, lod

232

1y
1,325
4,902
2,920
11,693

1,250
11,620

106,914
334

9,964
253
647

4,211

23,735

1 Includes scecurities loaned—tully guaranteed by U.S. Govt. securities

pledged with F.R., Banks—and excludes (it any) securities

sold and sched-

uled to be bought back under matched sale-purchase trunsactions,
2 Includes certain deposits of foreign-owned banking institutions

voluntarily held with member banks and redeposited in full with Fedecal

Reserve Banks,

Nork.—For amounts of currency and coin held as reserves, see Table

1.12.



Member Banks
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1.12 RESERVES AND BORROWINGS  Member Banks
Millions of dollars
Monthly averages ol duily fizures
Reserve classification 1976, 1977 1978
i "
N I
e, Nov, Dec. ' Jan, teb, Mar, ; Apr. May : June ) July
—- — I — P - - _ _ ;
All member banls . ‘ i :
Reserves: : . ! }
i AUEFR O Banks, ..o oo 260,430 26,783 27,087 28,129+ 27,337 1 27155 27,7767 X7 890 27. 28,004
2 Currency and coin 8,548 8,932 URRATY| 9,980 9,320 5 899I 9,028 | 9 5] 0,348 9,839
3 Total heldV ... ... 35,130 35,782 36 471 38,185 136,738 1 36,241 | 36,880 37,119 37202 S8.271
4 Required. .. ... 34,904 35,047 36,207 37,880 36,605 1 35 9251 36,810 36,807 37.128 38,0069
5 Pxcesstoooooooooo, 172 135 174 308 133 306 04 252 137 202
Borrowings at 1R, | ! ‘
3 Total. oo 02 840 538 481 405 344 539 1270 ot 1.286
7 seasonal. oo 12 83 s 32 52 47 43 93 ¢ 120 143
Large banks in New York City i ) i i
8 Reservesheld............ ...... 6,500 | 6,181 G 6,804 6,563 6,270 1 6,47 06,815 6.3d] 0.500
9 Required. ..o 6,002 6,175 6,279 6,775 1 6,584 6,193 6,320 02300 0,370 0,581
10 I 82 o 3s 29 i =21 K3 73 79 L35 75
I} Borrowings 2, , s 132 8 T 12 20 [ (BRI 54 129
Large banks in Chicagzo . : '
12 Reserves held. ... . 000 ... 1,63 {,607 1,593 1,733 1,923 1,629 1,670 1,697 5 1,668 1,714
13 Required 1,641 1,609 1,613 I 1,684 1,033 1,620 1,086 1,669 1,670 1,707
14 Lxcess. . Y -2 201 49 -10 9 16 28 -2 7
1S Borrowings?2 4 23 26 | N I I 19 20 20
Other [arge banks | |
16 Reserves held . .. .. 13,117 13.607 13,993 | 14,487 13,567 13,729 14,135 (4,106 14,2500 [ 438
17 Required. oo voo oo, 13,053 | 13,602 | 10930 | 14,504 | (3,861 | 13,602 | 14,077 1 14,079 D457
18 I xces: 04 S 62 =17 6o 67 S8 27 121
19 Borrowings? 14 35S 243 ‘ 164 150 92 249 500 98
All other banks : I :
20 Reserves held 13,867 14,387 Li6410 015,161 14,885 . 14,597 14,828 1 18,001 15,003 15,2044
21 Required., .. ... 13,068 14,261 © 14,474 0 14,917 14,527 ¢ 14,450 14,733 14,833 14,854 15,202
22 lincess. 199 126 . 167 244 158 4 147 95 118 149 32
23 Borrowings<, .. ... .. 29 330 241 \ 220 243 220 218 59§ 501 (XD
Weekly averages ol daily figures Tor weeks ending
1978
‘ 1 l i
May 3 June 7 June 14 ' June 21 ! June 28 | July § July 12 July 19+ | Julv 204
All member banks : ‘ ! i
Reserves: l | {
24 AR, Banks 27.033 26.844 | 27.560 28,038 129,487 26,978 30,386 | 28,408
25 Clurrency and 9.215 9,391 Y.518 9,389 ¢ 9,513 9,701 . 9,084 9.561
20 Total held! ... .. .. 36,908 36,313 37,155 37,503 d0.043 36,800 1 Y 530 EENA]
27 Required. ... 36,5249 36.264 37,042 37,335 3. 324 37,037 39,145 8,002
28 Eixcess!, ., 399 49 (K] 2 168 719 227 91 3
Borrowing: . !
29 Total.... ... 1,399 045 794 1,194 1,710 1,193 vod [,589 1.460
30 Scasenal. ... Las it 106 123 [RE] 137 tit 134 {82
Large banks in New York City : I
31 Reserves held. ... ... ... 0.3 6.061 6,657 6,459 6.270 HoNIO 0. I8N 7,008 0.
32 squired 0. 161 6. 105 6,053 0,443 6,220 630 6310 70102 0.
33 Lixcess. .. 04 S 44 4 1o a7 150 12 04 |
34 Borrowings2,.......... e 204 . 54 03 Llo | o ; RIRA
i .
Large banks in Chicago : !
3s Reserves held. . 1086 | 1,099 1,690 1.693 1.59/ 1,784 1,504 1.854 1691
36 Required, . 1,638 1,694 1,697 - [,0680 1,588 1,727 [.616 I [.843 | [.078
37 Fixcess, 2 5 7 7 9 57 22 I 13
38 BOorrowings2, ..o oo e b 22 ol 2 2 19 () ‘ ..........
H i
Other large banks ' ! . \
39 Reserves held oo . 14,097 15,808 14,087 14,499 [Ny (Y O ) 15,097 [AON2 AN
40 Required 13,951 13.837 14116 14.396 14,425 14,671 14,169 14,9069 P, 502
41 Lixcess. . id6 - 29 - 24 103 s 240 172 l 13 114
42 Borrowings2, .., ... . s37 247 33s 630 905 491 ' {137 St 66
All other banks l . | |
43 Reserves held . 14,9700 5 14,745 14,721 15.091 15,22 15,532 ARV A N DD R RS N
44 Required 14,779 14,028 14.57¢6 14,991 15,093 15,200 1 4lop | 15,211 ] 15,94
45 bixcess, 191 L7 145 : 100 127 230 K4 12 20
46 Borrowings 048 398 382 440 093 | 700 447 047 AN
: ' | '

1 Adjusted to include waivers of penalties Tor reserve deficiencies in
ccordance with Board policy, effective Nov, 19, 1975, of permitting
transitional refief on a graduated bas
nonnicmber bank merges into an e

over a 24-month period when a
iny member bank, or when a

nonmember bank joins the Federal Reserve System. For weeks for which
tigures are preliminary, figures by class of bank do not add to total
because adjusted data by class are not avatlable.

2 Based on closing figures.
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1.13 FEDERAL FUNDS TRANSACTIONS Money Market Banks

Millions of dollars, except as noted

Type

Basic reserve position

wh

v

Excess reserves!, .,
LEss:
Borrowings at E.R. Bar

nks......

Net interbank Federal funds

transactions......

LEQuaLs: Net surplus, or
deficit (—):

Amount

Per cent of average required

Feserves. « ..o

Interbank Federal funds transactions

[=3V-T i

—_

Gross transactions:
Purchases...........
Sales, ...

Two-way transactions?

Net transactions:

Purchases of net buying banks. ..

Sales of net selling banks

Related transactions with U.S.

3

Govt. securities dealers
Loans to dealers3, ... ..
Borrowing from dealers
Netloans.. ... .

Basic reserve position

15
16

17
18

[xcess reserves!. ..., Cereeiaiaes
Lrss:
Borrowings at F.R. Banks......

Net interbank Federal funds

transactions......

EqQuaLs: Net surplus, or
deficit (-):

Amount

Interbank Federal funds transactions

Gross transactions:
Purchases............

Two-way transactions?
Net transactions:

Purchases of net buying banks, ..

Sales of net selling banks

Related transactions with U.S.

24
25
26

Govt. securities dealers
Loans to dealers3, . .....
Borrowing from dealers4
Netloans..............

Basic reserve position

Excess reserves !
Lriss:

Borrowings at F.R. Banks

Net interbank Federal funds

transactions......

EqQuaLs: Net surplus, or
deficit ( --):

Amount

Per cent of average required

reserves. .. oo.uus

Interbank Federal funds transactions

Gross transactions:
Purchases. ..........
Sales, .. ...o...

Two-way transactions

Net transactions:

Purchases of net buying banks. . .

Sales of net selling banks .

Related transactions with U.S.

Govt. securities dealers
Loans to dealers3. . .....
Borrowing from dealers4.
Netloans..............

May 31

231
530
13,660

-~ 14,009
91.8

22,915
9,256
6,090

16,825
3,166

4,220
1,782
2,438

1o
366
10,273

—10,529
108.6

18,138
7,865
4,699

13,438
3,166

1,798
1,036
763

June 7 '

49

3

19,719

19,673
129.3

1

i

26,944
7,225

5,146

21,799 !
2,080 .

5,883
1,610 -
4,272

—13,273
136.8

19,75t
6,444
4,364

15,386
2,080

2,488
1,623

o
(=3
&

June 14

_73
146
18,714

— 18,932
118.6

25,547
6,834
4,599

20,948 |
2,235 |

4,885
1,701
3,184

--12
54
5,008

—5,075
84.2

1978, week ending -

June 21

June 28

July 5§

Total, 46 banks

62
355
16,395

—16,688
104.7

23,710
7,316
5,130

18,581
2,186

8 banks in New York City

89
339
12,688

—12,938
82.7

21,515
8,827
5,609

15,906
3,218

3,261
2,441

820 |

55
293
12,546

48

1,959
849
1,111

41
266
9,790

—10,016
100.0

17,024
7,234
4.015

13,009
3,218

1,302
1,592
2290

I
385 |

168
—11,149

—~11,932
73.3

22,683
10,534
6,676

16,008
3,858

3,695
2,106
17589

2,426
1,774

38 banks outside New York City

162
168
8,267

—8,273
80.6

17,506
9,239
5,381

12,125
3,858

1,269
1,454
185

July 12 " July 19

—60
144
16,201

—16,405
105.3

24,235
8,033
5,810

18,424
2,223

3,600
1,288
2,312

522
13,573

—13,954
81.7

23,133
9,560
6.878

16,255
2,682

2,649

2,443 |
206

52
324

3,421

—3,693
57.1

5,001
1,669
1,324

3,767
346

89
198

10,152

~10,261
96.6 '

18,043
7,891
5,555

12,488 |
2,336

1,145
1,661
=516

July 26

-7
114
12,827

—12,949
81.1

21,181
§)354
6,172

15,009
2182

3,051
2,550
502

2,817

—2,839
48.9

4,426
1,609
1,529

2,897
80

1,859
866
993

For notes see end of table.



1.13  Continued

Federal Funds A7

1978, week ending

Type | !
| May 31 1+ June 7 | June 14 | June 21 June 28 | July 5 July 12 ‘ July 19 July 20
S banks in City of Chicago
. ! : !
Basic reserve position | ’ | ‘ I I
Exccss reservesl. ... 8 -2 ‘ 7! 15 ’ 60 ‘ -2 1 | 9
ESS: i |
41 Borrowings at F.R. Banks...... | .......... ‘ .......... | 22 l L P B 9 - 68 L.
42 Net interbank Federal funds : ‘ : \ i
LrANSACHONS. v« v . 'vveeesss . ’ S0 682 6877 5,524 | 4563 ] 47027 5300 4,753 | 4402
EqQuaLs: Net surplus, or i ‘ . | I
" deficit (—): | | | | | | ‘
Amount, .. ..., --5,814 | -6,803 —6,901 —5,579 ,  -4,549 5 —4,642 ! --5,332, —4,820| -4,393
44 Per cent of average required I { ! I I ‘ ’
FESEFVES . o vt ii i v iannvan 379.4 432.4 | 434.2 353.8 ‘ 307.2 286.8 | 353.1 | 278.3 | 279.8
lm(l_erhank Federal funds transactions | ‘ | | \ |
iross transactions: i !
45 Purchases 7,126 l 7,743 7,817 L 6,630 5,963 | 6,099 I 6,707 6,105 5,937
46 Sales. . . 1,296 872 | 940 1,105 1,400 | 1,390 11305 1 10352 | 1,535
47 Lwo way trans 1,295 ’ 872 940 | 1,106 | 1,400 1,397 ‘ 1,395 | 1,352 1,535
et transactions: .
48 Purchases of net buying banks. .. 5,831 l 6,872 ‘ 6,877 | 5,524 4,563 ‘ 4,702 | 5,312 ; 4,753 4,402
49 Sales of net selling banks. ...l ‘ .......... RS o
Related transactions with U.S. | ’ ‘ : | \
Govt. securities dealers : l | .
50  Loanstodealersd.........covinnnn, 488 647 579 508 397 275 | 161 245 296
51 Borrowing from de.l.ler;" .. 75 | 76 83 262 556 | 477 51 374 309
52 Netloans.........cviveeuvennnnes 414 | 57l‘| 496 247 l -159 | —202 \ 1o | —129 —-13
: |
33 other bunks
53 Bn}sic reserve position 03 | 2 \ s \ " ‘ 27 ‘l \ i |
Excess reserves!. .. ..., PESSN E - 102 - 52 88 —4
LEss: ’ ‘ | i i
54 Borrowings at F.R, Baoks...... 366 3. 70 231 | 266 | 168 | 125 ‘ 130 | 105
55 Net interbank Federal funds | ‘ ‘ | i '
tranSactionsS......o.... 4,442 6,435 ! 6,828 . 7,022 ! 5,227 i 3,565 6,190 ‘ 5,399 | 5,608
EqQuALs: Net surplus, or ‘ | ‘ . | i
deficit (—): : : |
56 AMOUNT. . vttt e e et cnaerannns --4,715 \ -6,409 ' —6,957 i --7,205 | -5,407 | —3,63% --0,367 | —5,441 | —=5,717
57 Per cent of average required : i i |
FESCTYOS e o v v e vnns e ‘ 57.7 l 79.0 { 83.3 | 84 .4 64.0 | 42.0 70.2 ‘ 6l.2 66.0
lnt(e,rbmlk Federal funds transactions i ' I | | I
jross transactions: ’
58 I 11,012 ‘ 12,007 11,912 ‘ 12,042 | 11,061 | 11,408 | (1,850 | 11,938 | 10,818
59 Sales. . 6,569 1 5,572 5,084 ' 5,020 5,833 | 7,843 . 5,600 6,539 | 5,210
60  Two-way tra 3.404 , 3,492 y 2,849 2.834 } 2615 | 3984 | 3,437 i 4,203 | 3008
Net transactions:
61 Purchases of net buying banks. . .| 7,608 8,515 9,063 ’ 9,208 ! 8,446 I 7,423 8,413 7,735 | 7,710
62 Sales of net selling banks....... 3,166 2,080 . 2,235 2,186 ’ 3,218 | 3,858 2,223 ‘ 2,336 ‘ 2,102
Related transactions with U.S. ‘ ‘ | |
3 Govt. securities dealers | | ‘
63 Loans to dealers3...........c.... | 1310 1,841 1,489 ’ 1,077 | 905 | 994 | 971 | 900 897
64 Borrowing from dealersd. 961 ‘ 789 | 741 523 | 1,036 | 977 559 1aw7 | 1378
65 Net loans........... teseersenase 349 1,052 | 748 | 555 | —131 ‘ 18 i 411 —387 | —~478
| \

1 Based on reserve balances, including adjustments to include waivers
of penalties for reserve deficiencies in accordance with changes in policy
of the Board of Governors effective Nov. 19, 1975.

2 Derived from averages for individual banks for entire week. Figure
for each bank indicates extent to which the bank’s average purchases
and sales are offsetting.

3 Federal funds loaned, net funds supplied to each dealer by clearing
banks, repurchase agrccments (purchases from dealers subject to resale),
or other lending arrangements.

4 Federal funds borrowed, net funds acquired from cach dealer by
clearing banks, reverse repurchase agreements (sales of securities to
dealers subject to repurchase), resale agreements, and borrowings secured
by U.S. Govt. or other securitics.

Note.—Weekly averages of daily figures. For description of series,
see August 1964 BuLLeTiN, pp. 944-53. Back data tor 46 banks appear
in the Board’s Annual .smm-rual Digest, 1971-1975, Table 3
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FEDERAL RESERVE BANK INTEREST RATES

Per cent per annum

.14

Current and previous levels

Loans to member banks -

' Loans to all others
Under Sec. 10(b)2 under Sec. 13, last par.4
Federal Reserve Under Sees. 13 and 13al o o e
Bank
Regular rate Special rate?d
Rate on  Eftective | Previous | Rate on | Effective : Previous | Rate on | Eflective | Previous | Rate on | Effective | Previous
7/31/78 date rate 7i31/78 date | rate 7(31]78 date | rate 7/31;78 1 date rate
I i
Boston.......... 7Y% 7 7% ! 7Y 84 7/3i78 8 1044 7/3{78 10
New York. ... A 7 7% V) 814 7i3/78 8 104 T7i3/78 10
Phitadelphia. . . TV 7 7% 7Y 84 7i7i78 8 1014 707118 10
Cleveland. .. ... Y% 7 74 7Y% (377 7/3{78 8 10V T{3i78 10
Richmond T ! 7 7% 7 8l 1 7/378 8 10V 77378 10
Atlanta. ... .. A 7 ; 7% H 1A% 84 711078 8 A Ti0/78 10
Chicago . 74 7 7% i 7V 814 7i3i78 8 104 ‘ 7i3j78 10
St. Louis. .. 7Y 7 7% Ty 1 8l 713478 8 104 7i3(78 10
Minneapofis. .. 744 7 7% s | sia o7 8 s | 7378 | 10
Kansas City. .. 74 7 7% 7i 7Y . 84 717178 8§ 10V 27178 10
Dallas. 7Y : 7 7% ‘ 7/3i78 7% 84 713178 8 1014 7/3{7%8 10
San ranc 7Y . 7 7% Ti3178 7Y ‘ 814 7/3/78 Yy 10% 7i3/78 1]
| I
Range of rates in recent yearss
Range IR, Range F.R. Range F.R.
Effective date (or leveh)- | Bank Ttlective date (or level)—| Bank Effective date (or leve)—| Bank
All F.R. ol All F.R. of All 1.F of
Banks N.Y Banks N.Y Banks N.Y
In eflect Dec. 31, 1970... .. k2% K173 1973—Apr. 514-53 | Sy 1975 - Mar. OV4-634 (37
ay 534 5% 1 ol4 64
1971- Jan. 5V4-51, 514 53%4-6 6 May 6-614 6
51, 514 6 6 2 o 6
5 -5Y 54 June 6-614 (173
S 5l 5 6l [$373 1976—Jan, 515
5 5 July 7 7 514
I'eh. 44-5 5 Aug. 7-1% 7Y Nov, 54
4% 4% EZ3 T S5Y
July 45 5 5
5 5 1974—Apr, 78 8 1977---Aug. 514
Nov 4345 5 J 8 8 3 53
434 43 Dee. 73%-8 T Sept. 534
Dec. 415434 4Y4 7% 7% Oct. 6
415434 41
%) 49, 1975—Jun, TV4=T3% 7% 1978 Jan. 37
) TY4-T% 7Y% ol
1973—Jan. 5..... 5 5 7Y% 7V May 7
Feb., 20.... 5-51% 51, Feb. 63%4-TY 634 7
Mar. 2.......... 51 514 634 63 July TV
7%
In eftect July 31, 1978. ... 7Y% 7Y%

L Discounts of eligible paper and advances sccured by such paper or by
U.S. Govt. obligations or any other obligations eligible for I''R. Bank
purchase.

2 Advances secured to the satistuction ot the F.R. Bank., Advances
secured by mortgages on 1- to 4-tamily residential property are made at
the Section 13 rate.

3 Applicable to special advances described in Section 201.2(¢)(2) of
Regulation A,

4 Advances to individuals, partnerships, or corporations other than
member banks sccured by direct obligations of, or obligations {ully
guaranteed as to principal and interest by, the U.S. Govt. or any agency
thereof.

5 Rates under Secs. 13 and 13a (as described above). For description
and earlier data, sec¢ the following publications of the Board ot Governors:
Banking and Monetary Statistics, 1914-1941, Banking and Monetary
Statistics, 1941-1970, "Annual Statistical Digest, 1971-75, and Annual
Statistical Digest, 1972-76.
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.15 MEMBER BANK RESERVE REQUIREMENTS!

Per cent ol deposits

Policy Instruments A9

I{uquirununs in efleet Previous requirements
July 31,1978
Type ot deposit, and deposit interval ~ .
in millions of dolars : |
Per cent Lflective date - Per cent Filective date
— - - ! - - -
Net denand:? i
Q- 7 v ! 2
2 914 10 ’ 2
10 100, ... 113 12 2
100 400. . 12% ' 13 2
OVerd00. .o 1614 ! 16V, ! 2
! : |
i 3 3416167 1y, !
Other time:
05, maturing in-
3O U790 dAYS . o e e 3 316167 3 32007
IM)( 1\\[04\“1. .. e e e 421 /8770 3 3/16/67
4 years or more 41 10/30/75 : 3 i 316j67
Over 5, nutturing in |
3O AT days. oo [0 5 ! 10/1/70
180 days to 4 years .. .. e 421 3 12/12{74
G yCUrs OTIMOIC. oo 41 3 12012174
Legal limits, July 31, 1978
. !
Mininunr l Maximum
Net demand:
Reservecity banks. ..o o | 10 22
Other banks. ... . e .. . 7 14
TN | 3 10
I For in reserve requircments beginning 1963, see Board's (¢) The Board's Regulation M requires a4 per cent reserve against net
Annual Statistical Digest, 19711975 and for prior changes, see Board's balances due [tom domestic banks to lhul foreign branches and to lorcign
Annnal Repost for 1976, Table 13, banks abroad. Lifective Dec. |, 1977, I per cent reserve is required
against deposits that loreign branches nl Li.S. bunks use for lending to

< (a) Requirement schedules are gruhmtul, and cach deposit interval
applies (o that part of the deposits of cach bank. Denand  deposits
subject (0 reserve requirenients are gross demind deposits minus cash
items in process of collection and demand balances due from domestic
banks

(b) The Federal Reserve Act specifies dilferent ranges of requirements
for reserve city banks and for other banks, Reserve citics are desipna
under a critecion adopted eltective Nov. 9, 1972, by which a bank having
net demand deposits of more than $400 million is considered to have the
character of business ot” a reserve city bank. The presence of the head
¢ of such a bank constitutes designation ol that das A reserve
Cities in which there are F.R. Banks or branches S0 TeServe
Any banks having nct demand deposits of $400 lion or less
are considered to have the character off business
reserve cities and are permitted to maintain reserves at ratios set {for banks
not in reserve cities, Vor details, see the Board's Regulation D,

are

of banks outside of

U.S. residents. Loans aggregating $100,000 or less to any ULS. resident are
excluded trom computations, its are total loans ol a baunk to ULS, residents
it not exceeding $1 million. Regulation 1D imposes o similar uscnu re-
quircnient on borrowings from forcign banks by domestic otlices ol a
member bank.

3 Negotiable orders ol withdrawal (NOW) accounts and time deposits
such as Christmas and vacation club accounts are subject to the same
requirements as savings deposits,

47 The average of reserves on savings and other time deposits must be
at least 3 per cent, the minimum specificd by law,

NoO1E--Required reserves must be held in the form of deposits with
I'.R. Banks or vauit cash,
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1.16  MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions
Per cent per annum
Commercial banks Savings and loan associations and
mutual savings banks
Type and maturity of deposit [nefect July 31,1978 Previous maximum Ineflect July 31, 1973 Previous maxinum
e - I
Per cent Fttective Per cent Eflective Per cent Etfective Per cent Etfective
date date date date
1 OSUVINES « Lot 7i1)73 4, y2170 sl Q) 5 )
2 Negotiable  orders  of  withdrawal
(NOW) accountst .. ...... 5 1i1/74 oy 5 : 1i1/74 (19) e
3 Variable-rate time deposit of |
1000002 . oo ) ) ) AP (&) ) (G0 I
Other  time  (multiple-  and  single- '
maturity unless otherwise indicated)
30-89 days: ny 2170
4 Multiple-maturity . . oooovnn oo ; ! /4 121 1 10 Lo
5 Single-maturity coveee e, o 5 773 | 5 . 9/26i66 | (S , ot an frerrrern
90 days to | year: | - I‘
6 Muctiple-maturity .. ... i 7120066 N ! L ayi
7 Single-maturiey, ..., 5V UL 5 | ‘)/2()}0(' ; 5% ) Va 121770
1
8 Lto2yearst i ; i 5% | 5% 121770
9 210 2% yearse,. P06 ML 5y ;oo ) 6 1124770
10 2y, [04)L.1r\" ..................... 6l 7173 5% 634 ! 7 0 172170
11 4 to 6 years®,,, 7Y% 1171773 (n 7Y% ‘ 11/1/73 [ I R
12 610 8 ycars Vs 12/23/74 7V 7% i 12§23/74 1Y% II1|/73
13 8 yeurs or mo 7% 6/1/78 (¢ 8 6/1{78 ; oy .
14 Governmental units (all maturities). . . 8 6/1)78 T3% 12/23{74 8 6/1/78 I Y% 12/23/74
15  Individual retirement accounts and i j |
Keogh (H.R. 10) planse. .. ...... ] 6/1)78 7% 716/77 | 8 ! 6/1/78 | 7% 71677

Federally insured commercial banks,
savings and loan associations, cooperative banks, and mutual savings
banks were first permitted to offer NOW dLLOllnl\ on Jan. [, 1974,
Authorization to issue NOW accounts was extended to simifar institu-
tions throughout New Engiand on Feb, 27, 1976,

2 Must have a maturity of exactly 26 weeks and a minimum denomina-
tion of $10,000, and must be nonnegotiable.

3 lFor exceptions with respect to certain toreign time deposits see the
Federal Reserve BuLLeriN for October 1962 (p. 1279), August 1965 (p.
1094), and February 1968 (p. 167).

4 A minimum of $1,000 is required for savings and loan associations,
except in arcas where mutual savings banks permit lower minimum de-
nominations. This restriction was removed for deposits maturing in less
than 1 year, ceffective Nov, 1, 1973,

5 $1,000 minimum except tor deposits representing {unds contributed
to an Individual Retirement Account (IRA) or a Keogh (H.R. 10) Plan es-
tablished pursuant to the [nternal Revenue Code, The $1,000 minimum
requirement was removed for such accounts in December 1975 and No-
vember 1976, respectively.

6 I.year minimum maturity.

I Por authorized States only.

7 July 1, 1973, for mutual savings banks; July 6, 1973, for savings and
loan associations.
3 Oct. [, 1966, for mutual savings banks; Jun., 21, 1970, for savings and

loan associations.

9 Ceiling rate for commercial banks is the discount rate on most
recently issaed 6-month U, lrc.uury bills. Ceiling rate for savings and
loan associations and mutual savings banks is Y4 per cent higher than
the rate for commercial banks. The rates and cttective dates tor July were:

10 No separate account category.

1t Between July 1, 1973, and Oct. 31, 1973, there was no ceiling for
certificates maturing in 4 years or more with minimum denominations
ol $1,000; however, the amount of such certificates that an institution
could issue was limited to S per cent of its total time and savings deposits.
Sales in excess of that amount, as well as certificates of less than $1,000,
were limited to the 64 per cent ceiling on time deposits maturing in 23
years or more.
ective Nov, 1, 1973, the present ceilings were imposed on certificates
maturing in 4 years or more with minimum denominations of” £1,000.
There is no limitation on the amount of these certificates that banks can
Issue,

NOTE—Maximum rates that can be paid by Federally insured commer-
cial banks, mutual savings banks, and savings and loan associations ure
established by the Board of Governors of the Federal Reserve System,
the Board ot Directors of the Federal Deposit Insurance Corporation,
and the Federal Home Loan Bank Board under the provisions of 12
CFR 217, 329, and 526, respectively. The maximum rates on time de-
posits in denominations of $100,000 or niore were suspended in mid-
1973. For information regarding previous interest rate ceilings on all
types of accounts, see carlier issues of the Federal Reserve BULLETIN,
the Federal Home Loan Bank Board Jowrnal, and the Annual Report
of the Federal Deposit Insurance Corporation.

June 29 July 6 .lu]y 13 July 20 July 27
7.396  7.447 7.515 1 7.497 7.425
7.646 7.697 7.765 7.747 7.675
1.161 MARGIN REQUIREMENTS
Per cent of market value; effective dates shown,
Type of security on sale i Mar. (1 ‘)()8 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov, 24, 1972 | Jan. 3, 1974
I Margin stocks.............. 70 | 80 65 | 55 65 50
2 Convertible bonds . 50 ! 60 50 ) 50 50 50
3 Shortsales................ . 70 80 65 i 55 65 50

Nore.—Regulations G, T, and U of the Federal Reserve Board of
Governors, prescribed in accordance with the Securities ‘:M,hdm:.t. Act of
1934, limit the anount of credit to purchase and carry margin stocks
that may be extended on securities as collateral by prescribing a maximum
loan value, which is a sp‘.umd percentage of the market value of the
coflateral 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 defined in the corresponding
regulation.

Regulation G and special margin requirements for bonds convertible
illz)té)gstncks were adopted by the Board of Governors effective Mar. 11
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

l ‘ 1977 1978
Type of transaction . 1975 1976 1977 1 A o i ) o - I B
o Dee. Jan. I'eb. Mar. Apr. May June
SR _ U S
|
U.S. GOVT. SECURITIES
Qutright transactions (¢excl. matched sale-
purchase transiactions)
Treasury bills:
1 Gross purchases., . oo 11,562 | 14,343 | 13.738 3,100 696 379 748 1,670 416 4,395
2 Gross sales. . e 5,599 | 8,402 | 7.241 311 1,323 | 1,974 50 ... 737 |
3 Redemptions , 26,431 | 25,017 2036 | 1,100 3 300 ..o
Others within | year:1
4 Gross PUFCREseS . v v v e v ien i cn e 3.880 472 3.017 99 56 ...
5 Gross sales. .. ... D R o O P P T
6 Lixchange, or maturity shift..... e -4 792 . 4.499 623 . --511 -653
7 Redemptions, ..o ivin i, 3,549 1oL DO20500 | e
I to 5 years:
8 Gross purchases., ..o iin it
Gross sales............ .
10 Iixchange, or maturity shift. ...
5 to 10 years:
1t Gross purchases. .. ... oL 1,510 1,048 758 166 89 ... 370 191 101 176
12 Grosssales.......... ... T I I I D
13 Exchunge, or maturity shift.............. --4,097 1,572 S84 e =906 || 1,526 - 87
Over 10 years: : i
14 Gross purchases. . oo ove i 1,070 642 553 108 | 100 |........ 147 145 T4 (s
15 Grosssales. . ............ . T P O O I
16 Lixchange, or maturity shifto....o.oo0 0, 848 225 1.565 [ooii]enenny 450 | 895 |-
All maturities: t
17 Gross purchases, ... ovee i, 221,313 219,707 | 20.898 | 4,110 1,252 379 2,367 | 2,341 935 | 5,451
18 Gross sales. ... .. .. 5,599 8,639 7.241 31 1,323 1,974 S50 ... 737 |--veenn
19 Redemptions. ... .o, 29,980 | 25,017 4,636 | 1,100 30 300 oo
Matched sale-purchase transactions
20 Gross sales. 151,205 {196,078 (425,214 | 32,320 | 54,859 | 40,128 | 44,976 | 42,2062 | 40,634 | 52,544
21 Gross purchases. . ... oo 152,132 [196.579 [423.841 | 35,001 | 51,016 | 44,270 | 44,129 | 42,799 | 40,362 | 52,557
Repurchase agreements
22 Gross purchases 140,311 232,891 |178.683 | 18,071 | 10,229 | 16,057 | 13,155 8,044 | 11,517 | 14,9506
23 Gross sales.. ... 139,538 [230,355 [180,535 | 18,208 | 12,130 | 16,057 | 11,468 8,999 | 11,819 | 13,100
24 Net change in U.S. Govt, securities, ... ..... 7,434 9,087 5.798 6,342 | -5,815 1,447 3,127 1,923 —674 7,320
FEDERAL AGLNCY OBLIGATIONS
Outright transactions:
25 Grosspurchases. .. ........covvoena. ... 1,616 891 1,433 L P e o A 301
26 Gross sales.. ... .. T O P e R O PR S
27  Redemplions. ...........cceiieiiinean. .. 246 169 223 32 * 22 S3l..... 34 28
Repurchase agreements:
28 Gross purchas: 15,179 | 10,520 | 13,811 2.712 1,680 1,960 2,638 1,282 3,927 3,421
29 Gross sales. . . 15,566 | 10,360 | 13,038 2,392 2,131 1,966 2,374 1,410 4,037 3,088
BANKERS ACCLPTANCES
30 Outright transactions, NEt. .. .vveveenvanen... 163 ~ 545 196 oo e
31 Repurchase agreements, €. . o.vonveeenn. .. ; --35 410 159 705 S-954 |l 770 .- 480 -7 747
32 Net change in total System Account. .......... . 8,539 | 9,833 7,143 8,042 | —7,220 ‘ 1,425 ‘ 4,107 [ £,315 —834 8,673

T Both gross purchases and redemptions include special certificates amounting to $189 million. Acquisition of these notes is treated as a
created when the Treasury borrows directly from the Federal Reserve, purchase; the run-oft ol bills, as a redemption.
as_follows (millions of dollars): 1975, 3,549: 1976, none; Sept. 1977,

»300. NoTi.—Sales, redemptions, und negative figures reduce holdings of
. 21In 1975, the System obtained $421 million of 2-year Treasury notes the System Open Market Account; all other figures increase such holdings.
in exchange for maturing bills, In 1976 there was a similar transaction Details may not add to totals because of rounding.



Al2

Domestic Financial Statistics = August 1978

1.18 FEDLERAL RESERVE BANKS Condition and F.R. Note Statements

Millions ot dolars

38

39
40
41
42

43

Account

ASSETS

Loans:
Member bank borrowings. ... ... ool

Acceplances:
Bought outright
Held under repur

Federil agency obli
Bought outright. ..
Held under repurchase agreements...........

U.8. Government securities
Bought outright:

Bills. oo

Certificates -Special. oo L.
Other....ovvvnvnenn.

NOIES . e

Bonds
Totall,, .
Held under repurchase

agreements
Total loans and securities. . ... i

Cash items in process of collection. ..
CIITESCS 4« v v e een v

[)cmmunzl.led in foreign currencies. ... ...
Allother. ... o i
Total assets. ... oo
LIABILITIES
FLRODOWS . o i i i an s
Deposits:
Member bank reserves. ..o

U.S. Treasury—General account. .
Foreign. .
Other2...

Total deposits. ... ... oot iiiininniiienn,

Deferred availability cash items...............
Other liabilities and accrued dividends. ........;

Total liabilities. .. ........... ... s
CAPITAL ACCOUNTS
Capital paid in

Surplus. . . .
Other capital accounts ..o oo i oo

Total liabilities and capital accounts............

Memo: Marketable U.S. Govt. securities held in
custody for foreign and intl, account

F.R. notes outstanding (issued to Bank)
Collateral held against notes outstanding
Gold certificate account
Special Drawing Rights certificate account..,..
Eligible paper
U.S. Government securitie

‘Total collateral

June 28

11,706
1,250

7.867
1,076

43,139

52.997 |

10.782
106,918

3.590
110,508
122,819

r12,228

390 !

150,834

95,274
731,965
12,173
209

663
745,010

6,383
1,569

r148,236

1,056
1.029
513

r150,834

105 623

11,700
1,250
2,476

90,191

105,623

Wednesday Iind of month
1978 1978
- _
July 5§ July 12 July 19# July 267 May | June
Consolidated condition statement
11,706 11,695 1 11,693 1,693 1LT718 | 11706
1,250 1,250 1.250 1,250 1,250 1.250 .
203 259 | 263 263 291 284 ¢
|
648 1,097 5.274 1,325 I, 167 1,428 ‘
""" 284 | s Tees | T o ""i§<'1éi"
8. 168 8,168 8§.168 8.104 | 7.895 8168 |
594 Sel 1,306 232 20 358
|
36,231
TUs20007 1 520097 | 520007 | T s2lo07 | T s2l055 | 52,007
10,782 10.782 10,782 10.782 10,667 10,782
100,010 107,754 108,017 103.281 102,395 107.859
1.761 1.562 3.598 539 1 431 2.287
101,771 109,316 111,615 103,820 I 102,826 110,146 :
111,965 119,299 127,031 113,660 112,188 ° 121,121 :
10,869 14,093 12.354 10.947 11,854 9,319
389 387 390 389 388 | 389
67 65 8O 76 | 21 58
2,558 . 2,176 2.329 2,461 2.077 2.007
139,067 | 149,224 155,390 140,739 139,887 146,134 ©
1
96,497 96,914 ! 96.283 95.884 ¢ 94,570 95.345
22,575 30.424 | 37.198 23,738 30,135 27.920
9,591 10,562 10,201 : 9.964 2.398 [.614
298 226 263 | 251 454 288
815 710 645 ¢ 647 660 i 773
33,279 41,922 48,307 ' 34,599 33,647 40,595 |
5.590 6.458 6,650 6.04% 7.435 l 6.001
1,465 1.568 1.634 1.53G : 1.514 : 1,559
136,831 146,862 152,874 138,067 I 137,166 143,500
1.056 1.057 1.058 1,057 1.053 1.056
1.029 1.029 1,029 1,024 1.029 1,029
151} 276 429 586 639 549
139,067 149,224 | 155,390 | 140,739 | 139,887 = 146,134
86,788 : 86,994 86.804 86,954 : 84.854 | 85.088
Federal Reserve note statement
105,789 1 106,306 ‘ 106,845 | 107.462 105,008 105,651
i . h
11,706 11,695 11,693 11,693 11,718 11,700
1,250 1,250 1,250 1,250 1,250 1.250 |
613 1.073 3,249 1,249 1,107 | [.368
92.220 92 288 90,653 93,270 90,933 91,327
105,789 106,306 106,845 107,462 | 105,008 105,651

July?

11,693
1,250

276

52,997
10,782
108,149
730

108,885
118,520

9, 100
389

67
2,440

143,741

95.571
28, 100
10.331
347
771
39,549

4.374
[.406Y9

140,963

1.057
1.029
0692

143,74}

86,620

107,558

1,093
1,250
1,056

93.559

107,558

i Includes securities loaned—tully guaranteed by U.S. Govt. securitics
pledged with F.R. Banks—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions,

2 Includes certain deposits of domestic nonmember banks and (oreign-
owned banking institutions voluntarily held with member banks and
redeposited in full with F.R. Banks.
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1.19 FEDLERAL RLSERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
{ Wednesday I‘ End of month
Type and maturity 1978 1978
- - _ [ _ -
June 28 July § July 12 July 19 July 26 May 31 | June 30 July 31
T Loans. oo vt e i it c e 2,648 647 1,099 5,274 1,325 1,167 1,428 1,132
2 Within 15 days . 569 : 1.030 5.242 1,262 1,120 1,343 1,055
3 16 days to 90 da, 3 78 6Y 32 63 | 47 85 77
4 9l days to 1 year O P P B N
5 Acceptances . 784 157 668 iy 274 1,021 268
4 Within 15 days 784 157 668 119 274 | 1.021 268
7 16 days to 90 Ll.l ................................................. P
8 IOldaystolyear........oovivninn oo oo
9 U.S. Government securities. .......o..v.... 110,508 . 101,771 i 109,316 111,615 103,820 102,826 110,146 108,885
10 Within 1S days!...... 8.243 4.459 5.5827 7.749 3.962 2.956 4,958 6,004
11 16 days to 90 days. . .. 20.010 ‘ 14,076 ! 20,610 21,702 1 16.717 20,129 21,179 19,449
12 91 days to 1 year.... 31,009 31.610 31,552 30,537 31,514 29 4106 32,383} 31,475
13 Over | year to 5 yes 30.404 30,784 30,785 30,785 30.785 29,687 . 30,784 31,025
14 Over 5 years to 10y . 11.849 11.849 11.844 11,849 11.849 11.760 11,849 11.849
IS5 Over 10O years. ..o 8,993 8,993 ’ 8.993 8,993 8§.993 8.878 8,993 8.993
16 Federal agency obligations. .................... 8,943 8,762 8,729 9,474 8,396 7,921 8,526 8,235
17  Within 15 days! 1,107 622 589 1.373 ! 272 168 389 14
18 16 days to 90 days. .. 232 269 209 230 303 105 232 299
19 91 days to 1 yeur.. 1,437 1.448 ’ 1.483 1,483 1,494 1,347 1,482 1,495
20 Over | year to 5 years 3.794 | 3.921 3,880 3,886 3.825 3.817 3,921 3,825
21 Over 5 years to [0y . 1.526 1,631 1.631 1,631 1,631 1.637 1.631 1,631
22 Over 10 years......... \ 847 871 871 871 871 847 | 871 871
I .
1 [{oldings under repurchase agreements are classified as maturing
within 15 days in accordance with maximum maturity of the agreements.
1.20  BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, Monthly data are at annual rates,
| i
\ | 1978
Bank group, or type 1975 1976 1977
of customer i . | | l
‘ | : | Feb. : Mar. ’ Apr. I May June
. A R Lo RS LU _
Debits to demand deposits 2 (seasonally adjusted)
I All commercial banks. .. ... .. 25,028.5 | 29,180.4 34,322.8 36,477.2 37,129 .4 39,236.3 39,685.9 41,7031
2 Major New York City banks, . 9,670.7 11,467.2 13,860.06 13,4223 13,664.7 15,128.5 14.775.4 15.976.1
3 Otherbanks................. 15,357.8 17,713.2 20,462.2 23,054.9 23,464.6 24,107.8 | 24,910.5 25.727.0
Debits to savings deposits 3 (not seasonally adjusted)
4 Allcustomiers,,o.ooonoo .. 174.0 ! 317.6 380.8 424.5 395.6 442.8
5 Business ! 21.7 . 42.3 48,1 49,3 51.2 60.3
6 Others..... 152.3 I 275.3 332.7 375.2 344.4 82.5
Demand deposit turnover 2 {(seasonally adjusted)
—- ) — e — — - .- e e - -
7 All commercial banks......... ; 105.3 116.8 I 129.2 1311 | 1341 138.0 139.7 144.9
8 Muajor New York City banks. . 356.9 411.6 503.0 494.2 | 520.1 548.0 555.3 596.0
9 Otherbanks................. 72.9 79.8 ' 85.9 } 91.8 l 93.0 93.9 96.8 98.06
Savings deposit turnover 3 (not seasonally adjusted)
10 All customers................ 1.6 ’ 1.5 1.7 1.9 1.8 2.0
Il Business 1. 4.1 4.0 4.6 4.7 4.7 5.5
12 0thers. .. .oooiiiiiiean s 1.5 { 1.3 1.6 1.8 1.6 (¥

1 Represents corporitions and other profit- secking organizations (ex-
cluding commercial banks but ll‘lt,|l.ldlnt, savings and loan associations,
mutual savings banks, credit unions, the Lxport-Import Bank, and
Federally sponsored lending agencices).

2 Represents accounts of individuals, partnerships, and corporations,
and of States and political subdivisions.

3 Excludes negotiable orders of withdrawal (NOW) accounts and special
club accounts, such as Christmas and vacation clubs.

Notk.- -Historical data  estimated for the period 1970 through June
1977, partly on the basis of the debits series for 233 SMSA's, which were
available through June 1977—are available from Publications Services,
Division of Administrative Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551, Debits and turnover data for
savings deposits are not available prior to July 1977.
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121 MONEY STOCK MEASURES AND COMPONENTS
Billions of dollars, averages of daily figures
1978
1974 1975 1976 1977 o _ o
Dec. Dec. Dec. Dce. ;
Item Jan. Feb. Mar ‘ Apr | May June
Seasonally adjusted
MEASURES! |
1 282.9 294.5 312.6 337.2 340.1 339.9 340.9 346.3 348.6 350.3
2 612.2 664, 1 739.6 808.4 814.8 818.0 821.8 829.7 835.1 840.5
3 981.2 | 1,091.8 | 1,235.6 | 1,375.0 | 1,385.4 | 1,392.0 | 1,399.5 | 1,410.9 |71,419.8 | 1,429.7
4 701.2 745.4 802.3 ; 882.4 891.1 897.4 903.9 913.2 22.2 927.2
s 1,070.3 | 1,173.2 | 1,298.3 | 1,449.0 | 1,461.7 | 1,471.3 | 1,481.5 | 1,494.3 |"1,506.9 | 1,516.4
COMPONENTS l
6 CUITENCY eu vt v neneeeonisannnnnns 67.8 73.7 80.7 88.6 §9.4 90.1 90.7 91.3 92.2 92.9
Commercial bank deposits
7 Demand 215.1 220.8 231.9 248.6 250.7 249.8 250.2 255.1 256.4 257.4
8  Time and savings. .. 418.3 450.9 489.7 545.2 551.0 557.5 562.9 566.8 573.6 576.8
9 Negotiable CD’s2 89.0 8.3 62.7 1 74.0 76.3 79.4 82.0 83.4 87.1 86.7
10 Otheroo oo, 329.3 ;.  369.6 427.0 471.2 474.7 478.1 480.9 483.4 486.5 490.1
11 Nonbank thrift institutions3...... . 369.1 | 427.8 | 496.0 566.6 | 570.7 i 574.0 577.7 581.2 r584.7 589.2
Not seasonally adjusted
303.2 321.7 346.9 345.9 334.1 336.2 348.7 343.3 349.3
669.3 744.8 813.8 819.4 812.8 820.4 836.0 833.6 841.9
1,094.3 | 1,237.5 ; 1,376.3 | 1,387.8 | 1,384.9 | 1,399.5 | 1,420.7 |r1,420.3 | 1,435.0
752.8 809, 1 889.7 895.8 889.7 900.6 917.4 918.2 928.1
1,177.7 | 1,301.8 | 1,452.3 | 1,464.2 | 1,461.8 | 1,479.7 | 1,502.0 | 1,504.9 | 1,521.3
COMPONENTS
17 Curreney. o covevvnvenvennnnnas 69.0 75.1 82.1 90.1 88.7 89.0 90.0 9t.1 92.0 93.0
Commercial bank deposits:
18 Demand............ .. 222.2 228.1 239.5 256.8 257.2 245.0 246.2 257.6 251.3 256.3
19 Member 159.7 162.1 168.5 176.3 175.8 167.3 168.4 175.7 171.2 174.0
20 Domestic nonmember. ........ 58.5 62.6 67.5 r76.2 76.9 73.6 73.8 77.8 76.2 78.3
21 Time and savirgs...... sereanes . 416.7 449.6 487.4 542.8 549.9 555.7 564.4 568.7 574.9 578.9
22 Negotiable CD’s2 90.5 83.5 64.3 75.9 76.4 76.9 80.2 81.4 84.6 86.3
23 Other.......... 326.3 366.2 423.1 466.9 473.5 478.8 484.2 487.3 490.3 492.6
24 Nonbank thrift institutions3........ 366.3 424.9 492.7 562.5 568.4 572.1 579.1 584.6 586.7 593.2
25 U.S. Govt. deposits (all commercial
banks).. ... e 4.9 4.1 4.4 5.1 4.3 4.3 4.7 4.9 3.9 6.1

1 Composition of the money stock measures is as follows:

M-1: Averages of daily figures for (1) demand deposits ut commercial
banks other than domestic interbank and U.S. Govt., less cash items in
process of collection and F.R. float; (2) foreign demand balances at F.R.
Banks; and (3) currency outside the Treasury, F.R. Banks, and vaults
of commercial banks.

M-2: M-1 plus savings deposits, time deposits open account, and time
certificates of deposit (CD’s) other than negotiable CD’s of $100,000 or
more at large weekly reporting banks,

M-3: M-2 plus the average of the beginning- and end-of-month deposits
of mutual savings banks, savings and loan shares, and credit union shares
(nonbank thrift).

NOTLS TO TABLE 1,23:

1 Adjusted to exclude domestic commercial interbank loans,

2 Loaus sold are those sold outright to a bank’s own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank’s holding
company (if not a bank), and nonconsolidated nonbank subsidiaries of
the holding company. Prior to Aug. 28, 1974, the institutions included
had been defined somewhat differently, and the reporting panel of banks
was also different. On the new basis, both “Total loans’” and “Com-
mercial and industrial loans’’ were reduced by about $100 million.

3 Data beginning June 30, 1974, include one large mutual savings
bank that merged with 4 nonmember commercial bank. As of that date
there were increases of about $500 million in loans, $100 million in
“Other” securities, and $600 million in “Total loans and investments.”

As of Oct, 31, 1974, *“Total loans and investments” of all commercial
banks were reduced by $1.5 billion in connection with the liquidation

M-4: M-2 plus large negotiable CD’s.

M-5: M-3 plus large negotiable CD’s,

For a description of the latest revisions in the money stock measures
see “Money Stock Measures: Revision” in the April 1978 BuLLETIN, pp.
338 and 339.

Latest monthly and weekly figures are available from the Board’s 508
(H.6) release. Back data are available from the Banking Section, Division
of Research and Statistics.

2 Negotiable time CD’s issued in denominations of $100,000 or more
by large weekly reporting commercial banks.

3 Average of the beginning- and end-of-month figures for deposits of
mutual savings banks, for savings capital at savings and loan associations,
and for credit union shares.

of one large bank. Reductions in other items were: “Total loans,” $1.0
billion (of which $0.6 billion was in ‘“‘Commercial and industrial loans’),
and “‘Other securities,” $0.5 billion. In late November “Commercial and
industrial loans” were increased by $0.1 billion as a result of loan re-
classifications at another large bank,

4 Reclassification of loans reduced these loans by about $1.2 billion
as of Mar. 31, 1976.

5 Reclassification of loans at one large bank reduced these loans by
about $200 million as of Dec. 31, 1977.

Note.—Data are for last Wednesday of month except for June 30
and Dec. 31; data are partly or wholly estimated except when June 30
and Dec. 31 are call dates.
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122 AGGREGATE RESERVES AND DEPOSITS Member Banks
Billions of dollars, averages of daily figures
1977 1978
Item 1974 1975 1976 R e . o .
Dec. Dec. Dec. |
Oct Nov Dec. Jan. ‘ Feb. Mar. Apr. ‘ May June
Seasonally adjusted
- . o S o I T R
1 Reserves!.....ovovoiiiiiiiiiinnannnn. 36.57 | 34.68 | 34.93 | 35.81 ‘ 35.96 | 36.14 + 36.60 | 36.93 - 36.67 . 36.95 | 37.27 | 37.73
2 Nonborrowed 34,55 | 34.89 i 34.50 ' 35.10 | 35.57 | 36.12 | 36.53 : 36.34 ; 36.40 | 36.06 | 36.63
3 Required.......ovvvvniia 34.42 | 34.29 © 35.60 ; 35.71 | 35.95 ; 36.33 | 36.69Y ' 36.47 * 36.81 | 37.05 | 37.55
4 Deposits subject to reserve requirements?. .| 486.1 1 504.6 | 528.9 . 558.5 | 564.4 | S69.1 | 575.7 | 577.8 | S82.1 , 586.1 | 592.1 | 595.6
5 Time and savings. ... ....oouuenen... 322.1 0 337.1 | 354.3 | 377.1 | 383.5 | 387.0 | 390.5 | 395.4 | 399.2 : 400.7 = 406.0 | 407.1
Demand: i :
6 Private. ........... PN 160.6 : 164.5 | 171.4 [ 178.3 | 178.0 178.5 | 182, 179.5 | 179.6 | 182.0  183.5 | 184.6
7 U.S. Government 33, 29 3.2 3.1 3.0 | 6, 3 30 3.4 3.3 2.6 3.9
N N E s [ B S E
{‘ Not scasonally adjusted
8 Deposits subject to reserve requirements?. .| 491.8 | 510.9 | 534.8 | 558.2 | 562.1 | 575.3 | 581.3 | 572.5 | 579.4 | 588.6 | 588.3 | 596.8
Q9 Time ans SAVINES. «vv o v vvvevrnnneenen 320.7 | 337.2 | 353.6 | 377.5 | 380.7 | 386.4 | 390.3 | 393.2 | 399.3 | 401.2 | 406.1 | 408.6
Demand:
10 Private. . ......... 166.6 | 170.7 | 177.9 | 178.0 | 178.7 | 185.1 187.9 | 176.1 176.6 | 183.8 | 179.3 | 183.7
11 U.S. Government 3.4 3.1 3.3 2.7 ; 2.6 3.8 3.1 3.1 3.5 3.6 2.9 4.5
1

1 Series reflects actual reserve requirement percentages with no adjust-
ment to eliminate the effect of changes in Regulations D and M. There
are breaks in series because of changes in reserve requirements effective
Dec. 12, 1974; Feb. 13, May 22, and Oct. 30, 1975; Jan. 8, and Dcc. 30, 1976.
In addition, effective Jan. 1, 1976, statewide branching in New York
was instituted, The subsequent merger of a number of banks raised
required reserves because of higher reserve requirements on aggregate
deposits at these banks.

2 Includes total time and savings deposits and net demand deposits as
defined by Regulation D. Private demand deposits include all demand
deposits except those due to the U.S, Govt., less cash items in process of
collection and demand balances due from domestic commercial bunks.

NOTE.»—-chk data and estimates of the impact on required reserves
and changes in reserve requirements are shown in Table 14 of the Board’s
Annual Statistical Digest, 1971-1975.

1.23 LOANS AND INVESTMENTS All Commercial Banks
Billions of dollars; last Wednesday ot month except for June 30 and Dec. 31
| | 178
© 1974 1975 ° 1976 1977 | - -
Dece, 31 | Dec. 31 1 Dec. 31 | Dec. 31 | ! |
Category N | Feb. 22 | Mar. 29 | Apr. 26 © May 31 ; June 30 © July 20
| » P n : I I 1
SN S N DR S I I
Seasonally adjusted
1 Loans and investments!...................... 690.4 721.1 784.4 870.6 886.6 892.2 ' 906.0 ! 917.9 1 922.4 935.2
2 Including loans sold outright2, ............. 695.2 725.5 788.2 875.5 891.2 896.7 910.5 922.3 926.9 939.8
Loans:
3 Total...oureir i 500.2 496.9 538.9 617.0 628.2 636.5 046.3 657.9 661,2 072.0
4 Including loans sold outright2............ 505.0 501.3 542.7 621.9 632.8 641.0 650.8 662.3 665.7 676.0
5 Commercial and industrial 183.3 176.0 | 4179.5 | 5201.4 206. 1 210.3 213.3 219.2 220.4 222.3
6 Including loans sold outright2............ 186.0 178.5 | 4181.9 | 5204.2 208.4 212.5 215.6 221.5 222.6 224.6
Investments:
T US. TrCasury.ooee et evearananeeananns 50.4 79.4 97.3 95.6 99.0 95.6 97.6 97. 1 98.4 99.7
8 Other........ocviiiiiiniiiiiniinannannas 139.8 144.8 148.2 158.0 159.4 160. 1 162.1 162.9 ! 162.8 163.5
Not seasonally adjusted
- - — e — [
9 Loans and investments!......... 705.6 | 737.0 | B0L.6 | 888.9 | 878.4 | 889.7 | 904.9 | 917.0 | 928.9 9311
10 Including loans sold outright2. .. 710.4 741.4 805.4 893.8 883.0 894.2 409.4 921.4 933.3 9315.7
Loans:
11 Totall. ..o e 510.7 507.4 550.2 629.9 620.3 631.6 642.3 657. 1 669.2 672.0
12 Including loans sold vutright2. . 515.5 511.8 554.0 634.8 624.9 636. 1 646.8 661.5 673.7 677.1
13 Commercial and industrial ... ... .| 186.8 179.3 | 4182.9 | 5205.0 204.2 210.0 213.8 219.2 223.0 222.4
14 Including loans sold outright 2. ........... 189.5 181.8 | 4185.3 | 5207.8 206.5 212.2 216.1 221.5 225.2 224.7
Investments:
15 U.S. Treasury 54.5 84,1 102.5 100.2 99,6 98,6 99.6 V6.6 96. 1 95.2
16  Other.... 140.5 145.5 148.9 158.8 158.5 159.6 163.1 163.4 163.6 163.4

For notes sce bottom of opposite page.
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1.24 COMMERCIAL BANK ASSETS AND LIABILITIES Last-Wednesday-of-Month Series

Billions of dollars except for number of banks

1976 19773 19783
Account R - :
Dec.3 QOct. | Nov. | Dec Jan.» Feb.p ‘\ Mar.# | Apr.e | May.” | Juner Julye
All commercial
1 Loans and investments.............. 846.4 | 898.9 916.5 939.1 921.6 926.0 936.0 947.7 967.4 966.8 972.1
2 Loans, gross. ....c.oeiniiiinn., 594.9 643.4 659.3 680.1 664.9 668.0 677.8 685.0 707.4 707.8 713.5
Investments:
3 U.S. Treasury securities. ....... 102.5 98.2 98.5 100.2 97.9 99.6 98.6 99.6 96.6 95.9 95.2
4 Other......oovviiiiiiiinnn., 148.9 157.3 158.8 158.8 158.8 158.5 159.6 163.1 163.4 163.2 163.4
5 Cashassets....................... 136.1 129.3 138.6 168.7 126.9 145.2 131.5 134.1 162.7 142.6 131.8
6 Currency and coin......... 12.1 13.8 14.6 13.9 14.0 13.8 14.3 14.1 14.3 14.6 14.6
7 Reserves with F.R. Banks 26.1 28.3 26.3 29.3 26.6 31.0 30.2 27.6 30.3 30.8 23.6
8 Balances wuh banks.. . 49,6 44 .4 46.8 59.0 42.4 46.9 44.1 44.7 53.3 45.5 46.3
9 Cash items in process ofwllet.non . 48.4 42.8 50.9 66.4 43.9 53.5 43.0 47.6 64.7 S1.6 47.3
10 Total assets/total liabilities and
capital ., ... .. oo o i, 1,030.7 |1,085.2 1,119.3 {1,166.0 [L,113.7 |1,136.4 {1,136.7 [1,1501.2 [1,199.5 [1,177.3 [1,170.4
11 Denusits.d ........................ 838.2 | 861.5 88Tv2 | 939.4 883.6 899.7 896.2 { 910.3 | 946.1 926.2 924.0
Demand:
12 Interbank 45.4 37.4 41.7 51.7 37.1 42.6 37.4 38.8 50.7 40.5 40.2
13 U.S. Govt, 3.0 3.6 4.8 7.3 4.5 5.8 4.8 6.1 3.2 7.1 4.2
14 TIOther ........................ 288.4 280.0 294.0 323.9 284.2 288.6 280.2 292.0 310.6 294.9 293.2
ime:
15 Interbank............oo i 9.2 8.6 9.0 9.8 9.1 8.7 9.0 9.0 9.4 9.8 10.2
16 Other...........oiiiiii 492,2 531.9 537.8 546.6 548.8 554.0 564.8 564.4 572.2 573.9 576.2
17 BOrrowings...............ovveennn 80.2 95.6 99.4 96.2 99,9 103.7 105.7 104.5 1.4 109.0 102.3
18 Total capital accounts2............. 78.1 80.7 81.6 85.8 82.4 82.8 83.3 83.7 84.6 $4.7 85.4
19 MEeMOo: Number of banks........... 14,670 | 14,708 | 14,718 | 14,707 | 14,703 | 14,682 | 14.689 | 14,697 | 14,702 | 14,701 | 14,701
Member
20 Loans and investments.............. 620.5 645.2 658.6 675.5 659.5 661.8 668.6 676.8 693.8 691.5 695.8
21 LOans, GroSS. «..vvvevneivveanans 442.9 467.1 479.0 | 494.9 481.8 483.1 490.5 495.3 514.3 512.8 517.7
Investments:
22 U.S. Treasury securities. ....... 74.6 68.9 69.2 70.4 67.7 69.2 68.2 68.8 66.9 66.2 65.7
23 Other.........cooviiiiin, 103.1 109.3 110.3 110.1 110.0 1095 109.9 112.7 112.7 112.5 t2.s
24 Cash assets, total. . ..... 108.9 102.3 110.6 134.4 102.2 117.2 104.8 106.5 130.7 114.6 104.2
25 Curru\cy and coin. . 9.1 10.2 10.8 10.4 10.4 10.2 10.6 10.5 10.6 10.8 10.8
26 Reserves with I.R. Banks .. 26.0 28.3 26.3 29.3 26.6 31.0 30.2 27.6 30.3 30.8 23.6
27 Balances with banks............. 27.4 22.8 24.7 30.8 23.0 24.6 22.9 22.7 28.1 23.6 24.3
28 Cash items in process of collection. . 46.5 41.0 48.9 63.9 42.2 51.4 41.2 45.7 61.7 49 .4 45.4
29 Total assets/totnl liabilities and
capitall. ... ... ..o ool 772.9 796.5 823.9 861.8 818.0 | 835.3 833.2 | 843.3 884.7 864.5 857.3
30 Deposits.......oveveeiiiiiiiiiias 618.7 620.9 641.8 | 683.5 636.8 | 649.2 645.1 655.1 686.7 668.4 | 666.1
Demand:
31 Interbank. .. 42.4 34.6 38.7 48.0 34.4 39.5 34.7 36.0 47.5 37.7 37.3
32 U.S. Govt.. 2.1 2.6 3.6 5.4 3.4 4.4 3.7 4.5 2.2 5.1 3.1
33 Other............oooiiiinnt. 215.5 205.3 216.4 239.4 208.4 211.8 205.1 213.4- 229.1 216.2 214.6
Time:
34 Interbank..vove oo iiinnnenn., 7.2 6.5 6.8 7.8 7.1 6.7 7.0 6.9 7.3 7.7 8.2
35 Other............... ..ot 351.5 372.0 376.2 382.9 383.5 386.9 394.7 394.3 400.5 401.7 402.9
36 Borrowings................iocennn 7.7 83.8 87.8 84.9 88.0 90.8 91.8 91.1 96.9 94.2 88.0
37 Total capital accounts2............. 58.6 60.6 61.2 63.7 61.8 62.1 62.4 62.7 63.3 63.4 64.0
38 Memo: Number of banks.......... 5,759 686 5,680 5,669 5,659 5,659 5.654 5.645 5,638 5,61t 5.611

1 [ncludes items not shown separately.

Effective Mar. 31, 1976, some of the item *“reserve for loan losses”
and alf_of the item ¢ “unearned income on loans’" are no longer reported
as liabilities. As of that date the ‘‘valuation’ portion of *‘reserve for
loan losses” and the “unearned income on loans’” have been netted
against “other assets,” and against *““total assets’ as well.

Total liabilities continue to include the deferred income tax portion of
“reserve for loan losses.”

2 Effective Mar. 31, 1976, includes “reserves for sccurities” and the
contingency portion (whxch is small) of “‘reserve for loan losses.””

3 Figures partly estimated except on call dates.

NOTE. —h[.,ures include all bank-premises subsidiarics and other sig-
nificant majority-owned domestic subsidiaries.

Commercial banks: All such banks in the United States, including
member and nonmember banks, stock savings banks, noudcposit trust
companies, and U.S. branches of foreign banks, but excluding one na-
tional bank in Puerto Rico and one in the Virgin Islands. .

Member banks: The following numbers of noninsured trust companies
that are members of the Federal Reserve System are excluded from mem-
ber banks in Tables 1.24 and 1.25 and are included with noninsured banks
in Table 1.25: 1974—June, 2; December, 3; 1975—Junc and December,
4; 1976 (beginning month shown)—July, 5; December, 7; 1977-January, 8.
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1.25 COMMERCIAL BANK ASSETS AND LIABILITIES Call-Date Serics
Millions of dollars except tor number ot banks
1976 ‘ 1977 1976 ‘ 1977
Account o - — R
June 30 Dec. 31 l June 30 Dec. 31 June 30 Dec. 31 June 30 ; Dec. 31
Total insured National (all insured)
1 773,701 827,696! 854,734 914,783 443,959| 476,610 488,240 523,000
2 539,021 578.734' 601,122 657,513 315,(v28| 340,691 351,311 384,722
3 520,976 560.076 581,143 636,323 305,280, 329,971 339,955 372,702
[nvestments: !
4 U.S. Treasury sceurities 90,947, 101,461 100, 56%: 99,333 49,088: 55.727 53.345 52,244
5 Other 143.731: 147,500 153,053 157.937 78,642 80,191 83,583 86,033
6 Cash assets 124,()72| 129,502 130.726, 159.264 75,488 76.072 74,641 92,050
7 Total assets/total liabilitiest. . ............. 942,519| 1,003,969| 1,040,945 1,129,711 548,702 583,304 599,743 651,360
|
8 Deposits. ... .. ... 776,957, 825,003 847,372 922,664 444,251 469,377 476,381 520,167
Demand; : B
9 U.S. Govt 4,622 3.022 2,817 7.310 2,858 1,676 1,632 4,172
10 Interbank 37.502 44.064 44,965 49,849 20,329 23,149 22,876 25,646
11 Other.........o... 265.671 285,200 284,544 319,873 152,383 163,340 101,358 181,821
Time: ‘ !
12 Interbank 9,406 8.248 7.721 8,731 5.532 4,907 4.599, 5,730
13 Other. ..o 45",753i 484 .467. 5()7.324i 536,899 263.147 276,290, 285,915 302,795
i '
14 63.828 75.291 XI.IJ7| §9.332, 45,187 54,421 57.283 63,2138
15 68,988 72,061, 75,503 79,084 39,501 41,319 43,142 44,994
16 14.373 14.397 14,425 14,397 4,747 4,735 4.701 4.654
State member  (all insured) Insured nonmember
- . - - T e .
17 Loans and investments, gross. .. ............ 136,915, 144,000 144,597, 152,518 192,825: 207,0857 221,896 239,265
Loans: :
18 CITOSS. ot e e e e 98,889, 102,277, 102,117 110,247 124,501 135.766 147,694’ 162,543
96,037 99.474 99173 107,210 119,658 130,630 142,015 156.411
' ;
l(),323‘. 18,849 19,29¢! 18.179 24,934, 26,884, 27,926 28,909
21,702 22,874 23.I83[ 24,091 43,387 44 434 46,275 47,812
30.422 32,859 35,918 42,308 18,161 20,631 20, 166 24,908
l79‘649i 189,578 195,452 210,441 214,167 231,0865 245,749 267,910
142,061° 149,491 152,472 163.443 190,644: 2()6.!34i 218,519 239,053
|
864 429 371 1.241 894 917 8l 3i 1,896
15,833 19,295 20,568 22,353 1,339 1,619 1,520 1,849
49,659, 52,204 52,570 57,605 63.029 69,648 70,615. 80,445
Time: i '
28 Intecbank. ... ... o oL oL 3.074| 2,384 2,134 2,026 799 956 988 973
29 Other ..o 72.624! 75.178 76,827 80,216 123,980. I32.‘)‘)3‘ 144,581 153,887
30 BOPTOWINES. vttt et et 15,300 17,310 19,6971 21,729 3,‘_!3"? 3,55‘)i 4,155 4,384
31 Total capital accounts 12,791 13,199 13,441 14,184 16,696 17'542i 18,919 19,905
32 Memo: Number of banks .. ..o.ooeonon o 1,029 1.023 {.019 1,014 x.5‘)7j 8,(,3‘)i 8,705 8,729
Noninsured nonmember Total nonmember
- R - e o R
33 Loans and investments, gross. .. ....c.c.......... 15,905 18,819 22,940 24,415 208,730} 225,904 244,837! 263,081
[.oans: | :
34 LT 3 L 13.209 16,336 20,865 22,686, 137,712 152,103 168,559 185,230
35 Nelooooo 13,092 16.209 20,679 22.484; 132,751 146.840 102,694, 178,896
[nvestments: i
36 U.S. Treasury securities 472 1,054 993. 879 25,407 27,938 28,919 29,788
37 Other.......... ... .. . 2,223 1,428 1,081 849 45,610 45,863 47,357 48,662
38 Cashassets. ... 4.362 6.496 8,330 9,458 22,524[ 27.127 28,496 34,367
39 Total assets/total liabilities!. .. ................ 21,271 26,790 33,390, 36,433 235,439 257,877 279, 139, 304,343
40 Deposits. ... o 11,735 13,325 l4,()524l 16,844 202,380 219,460 233,177 255,898
Demand: '
41 US. Govt. ..o 4, 4 8, 10 899 92] 822 1,907
42 Interbunk 1,006 1,277 1,504 1,868 2,346 2,896 3,025 3,718
43 Other. ... 2,555 3,230 3,588 4,073 66, 134 72,884 74,203 84,518
Time: '
44 Interbank. ... .. .. ... ... .. 1,292 1,041 1,164 1,089 2,002 1,997 2,152 2,063
45 OWher, o s 6,876 7,766 8,392! 9,802 130,857- 140,760 152,974 163,690
!
46 BOMTOWINES, ..o oot ittt e it 3,372i 4.842 7.056, 6,908 6,711 8,401 11,212; 11,293
47 ‘Yotal capital accounts. .. ... ..o ..., 663’ 818 89 917 17,359 18,360 19,812 20,823
48 MeMO: Number of' banks, ... .oovoiiann. 270- 275 293 310 8,807 8,914 8,998 9,039

1 Includes items not showrn separately,

Yor Note sec Table 1.24,



Alg Domestic Financial Statistics 1° August 1978

1.26 COMMLRCIAL BANK ASSLTS AND LIABILITIES Detailed Balance Sheet, December 31, 1977
Asset and liability items are shown in millions of dollars.
' |
‘ Member banks! [
All i+ Insured | Non-
Asset account commercial commercial Large banks member
banks banks I o banhks!
) Total All other
! New York . City of | Other
’ | l City Chicago *  large?
I Cash bank balances, items in process . .......... 168,723 159,264 134,355 39,317 | 5,664 | 48,457 40,918 ‘ 34,368
2 Currency and coin ... 13.925 ! 13.916 - 10,379 1,004 | 231 3551 5.592 3.540
3 Reserves with IR, Banks L 29.338 29,338 29,338 5,073 . 1,476 11.549 11,240 : *
4 Demuand balances with banks ates, 44,654 39.075 22,984 8.925 387 3.530) 10,142 - 21,671
5 Other balances with banks in United States. . . . 7.050 5,722 3,264 407 14 1,075 1,768 3.786
6 Balances with banks in foreign countries ., ... .. 7.324 4.932 4.526 736 169 2,146 1.424 2.798
7 Cash items in process of collection. . ... ... 66.432 66.281 63,866 23,13 3,387 206,005 10,751 2,506
8 Total \vumms held Book value.,.............. t2587,353 255,660 | 179,183 21,786 8,487 57,684 ' 91,227 78,170
9 100213 99333 | 70.424 10,959 3,458 23.017 32.990 . 29.789
10 Other U, ‘ﬁ Govt. agenc 36,689 36.389 23.049 1,639 928 6,458 14,025 | 13,639
Il States and |mluu 1l suldnlsmns.,.. 113.834 E 113.587 81,380 §.829 3,811 20,912 41,835 | 32.447
12 All other securitics . 6,520 6.254 4.259 360 290 1,271 2.338 2,261
13 Unclassitied total 98 - 97 04 * 26 38, 34
14 Trading-account SCcuritios. ..ol 6,404 6,408 | 6,260 2,938 838 2,261 230" 138
15 S, ASUTY v v e 3.871 3.871 ¢ 3.859 - 2,204 487 1110 58 : 11
16 Other U.S. Govt, agenc | 629 629 ‘ 625 220 72 283 50 i 3
17 States and political subdi (.21 1,21 19t 392 1st 565 83 ! 19
18 All other trading acct. securiti 597 597 536 . 121 129 276 1 71
19 Unclassified ..o oo oo 9y 97 04 . ¥ 26 38 34
20 esTent por rf;;.’iu.v ................... V250,949 249,257 172,917 18,848 7,048 55,423 90,997 78,032
21 S, Treasury. . I 96,342 95.463 66,505 8.755 2.971 21,906 32.933 29.777
22 Other U.S. (m»l 36.060 35.700 ! 22,424 1,418 856 6,175 13.975 13.636
23 States and political Subdivisions 112,623 112,377 © 80.195 8.437 ° 3,660 [ 26.347 i 41,751 32,428
24 All ather portfolio secutities. ..o vovsonnes 5.923 1 5.657 3.733 238 162 995 ¢ 2,337 2,190
. |
25 F.R. stock and corporate stock oo 1.647 | 1.610 1.366 305 103 502 ! 456 281
26 Federal funds sold and sccurities resale agreement. . 53,854 49,690 38,889 3,359 (,354 20,136 14,040 (4,964
27 Commercial banks . 44.988 1 41,177 30,701 1,315 1,180 15.328 12,877 14,287
28 Brokers and deade 5.450 | '5.443 5.232 1,186 122 2.947 977 220
29 Others.......... 3.415 3.069 2,957 & 839 52 I.sol 186 458
|
30 Other foans, Bross. ......o0iiiii 626,347 . 607,824 | 456,080 = 78,064 23,869 © 169,778 © 184,308 | 170,266
31 Liss: Uncarned inconte on loans 14.619 14,564 9.801 602 97 3171 5.930 4,818
7"42 Reserves tor loan loss. ... .. cees 6.773 6,626 5.257 1,197 312 1977 | 1.772 1.517
33 Other [0ans, net. ..o 604.955 | 586,634 441,023 | 76,266 | 23,461 . 164.030 | 176.660 | 163,932
Other loans, gross, by category
34 Real estate louns .. ... ... 000 .. 177,172 176,916 122,044 9,482 2,360 44,851 65,351 ; 55,128
35 Construction and land development 20.724 | 20.709 15,640 2,200 492 ! 7.569 5.373 ! 5,084
36 Secured by tarmland.. ..o St 7.750 : 7,731} 3,330 19 8 335 2,968 | 4,420
37 Sccured by residential,o......... 100,996 100,847 | 70.852 4 .668 1,263 26.393 38.528 30,144
38 1~ to 4-family residen Cova 02| eseal 67,318 4,131 0,159 0 25,099 | 36,926 28785
39 I-H A-insured or VA-guaranteed. 7.657 7,601 1 6.612 564 SI 1.5|4 | 2.483 1.045
40 Conventional . ................ 88.445 88,361 60,705 3.569 1,108 21.585 | 34,443 | 27.740
41 Alultifamily u'wlmu CSieas 4,894 4,886 3,535 536 104 1,294 | 1,601 i 1,359
42 FHA-insured . 408 401 336 129 23 99 - 85! 72
43 Conventional , 4,486 4,485 3.199 407 81 1195 1.517 | 1.287
44 Secured by other prnpcrl ............... 47,701 47,630 32.221 2,588 596 10.555 ! 18,482 15,480
45 Loans o financial institutions, ... .o.oos i 43,663 36,703 34,585 12,292 4,242 15,035 3,016 9,079
46 To REIT’s and mortgage companies. ....... 9.050 - 9,036 8.684 2.547 923 4,52 694 366
47 To domestic comumercial banks 5.200 i 314y 2,500 838 111 228 | 2.700
48 To banks in foreign countrics. . e 11,408 7,244 6,995 3.234 348 610 i 4.414
49 To other depository institutions e 1,935 1,747 - 1,595 224 31 295 340
50 To other financial institutions. . . 16.069 15.527 14,811 5.428 2,829 1.189 ‘ 1,258
51 Loans to security brokers and dealers, ..., . ... 13.060 12,781 12.440 7.760 1,791 328 620
52 Other loans to purch./carry securit 4,350 4,329 3.596 440 349 992 754
53 Loans to farmers  except real estite 25,730 . 25,704 14,183 169 149 10.500 - 11,548
54  Commercial and industrial loans, ............ 205.014 195,455 158.823 38,763 11,613 46.985 1 46,191
55 Loans toindividuals, . oo e 140,392 140,273 + 97,074 6,479 | 2,159 53.714 43.317
56 Instalment loans. . . . . P 112,439 (12,370 77,717 i 4,804 1,380 43,203 | 34,722
57 Passenger automobiles. ... o e 49 .586 49 571 - 31,708 893 156 | 21.297 17,878
S8 Restdential-repairpmodernize, 7,283 7.283 4,846 ¢ 209G - 67 2,715 2.437
59 Credit cards and related plans. 18.375 18.367 16,187 2,119 975 4,253 2,188
60 Charge-account credit cards . .. 14,608 14,608 - 13,064 ° 1,419 935 3.391 1.544
6l Check and revolving credit plans. .. 3.767 3.758 3.123 700 40 861 ° 644
62 Other retail consumer goods, ..., ... 17.449 17,443 11.871 ¢ 367 55 7,067 5.578
03 Mobile homes. . ... ..., 9,125 9,125 6,401 ! 176 22 3,860 2.724
64 Othero ool . 8.324 8,319 i 5.471 191 33 3.207 2.853
65 Other instalment loans., . 19.745 19,706 | 13,105 1,129 127 7.872 | 6.641
60 Single-payment loans to in . 27.953 27.903 ’ 19,357 1.675 778 () 93 10,511 ] 8,590
67  Allotherlouans,. . . ... . ittt 16,965 15.601 13,335 2,678 1,207 5,967 3,482 ; 3,630
68 Total loans and securities, net.................. 917,808 893,594 i 660,461 101,716 33,405 242,951 282,389 257,347
69 Direct lease financing. ... . .oovivviiiiiiies 5,807 : 5.807 5,458 1.002 139 3.379 937 349
70 Fixed assets  -Buildings, turnitu . 21,359 2| 241 15,817 2,308 762 5,941 6,807 5.541
71 Investment in unconsolidated subsidiar N 2.972 2,958 2,918 1,397 245 1,185 91 | 54
72 Customer aceeptances ottstandin | 12,549 11,486 11,018 5.141 750 4,817 3i0 : 1,532
73 Other assets sl 36,928 35,362 31,775 13,166 1,021 13,103 4,485 | 5,153
T4 Total a8SetS. .. oottt e 1,129,712 | 861,802 164,045 41,986 | 319,834 335,937 I 304,344

I'or notes see opposite page.
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1.26  Continued
, i ; AMember banks!
I
o booAn Tusured : i : ' Non-
Liability or capital account ,commercial commercial Lirge bunks ! member
Y banks banks | . . | banks!
Total . ‘ | All other
| ,New York s City of ) Other
) . City Chicago ' large? ’ .
: \ * ! ' e
75 Demand deposits . oo oo Lo 382 087 . 377.034 292 842 68.192 " (1,825 104,90 (07,895 90145
;9 Mutual su)'i;l.us hanks 1046 ! 1.382 1.203 ‘ 564 276 361 443
: ! | ; !
28S. 167 213.875 34708 | 8,481 82.090 88.530 72.676
78 7.3 S.415 600 173 2,085 2.557 1.907
79 (v, ()’(i 18,948 | 12,922 702 247 3824 ?{ 149 6.104
80 sovernnwenty, central b Jan Cle. . 2,228 1.724 1684 | [.379 34 239 R 544
31 Commercial banks in United States. ... .. 41,394 v 400588 T 390097 \ 19,760 - 2,293 12,170} 4.873 2,298
82 Banks in forcign countries. . ... L. 8.678 7.932 7.700 ¢ 6,300 ’ 219 i 1,031 143 78
83 Certificd and officers” cheeks, ete oo 16141 14,034 10.940 4,112 376 3,200 | 1.249 S. 1S5
84 Time deposits. . ... . e } 337,137 326,837 238,124 35,766 13,922 || 85,562 102,874 99,013
85 Accumulated for personat loan pa N 100 100 T8 : ( 77 23
86 Mutual sivings banks. ... o oo ' RREY 319 310 120 B 84 21 24
87 Other individuals, partnerships, and corpora- . 1
Lons. ... 262918 256 880 I [85.703 26,922 10.417 64,902 ‘ 83.462 77. 155
88 U.S. Govt... 820 ‘ 820 | o8l 37 30 390 225 134
89 States and political subdivisions. . ... ... © 520390 S2,123 . 35,922 1679 | 1,038 ’ 15.307 17,808 16.474
90 Foreign governments, centeal banks, ete, ... .0 11,088 8,189 7.927 4,660 1,456 1.7560 49 36l
91 Commercial banks in United States. ... ..., R 7.419 6. 789 6.002 [, 580 8221 2,830 770 [.417
92 Banks in foreign countries. ... ... . ! 2.001 1617 1.442 762 76 : 232 371 ‘ 620
93 Savings GePOSItS. . ... ! 219,386 218,793 152,645 1,070 - 2,945 55,225 1 83,405 : 06,741
94 Individaals and nunpmhl organizations. .. 203.790 203,232 141,948 10.270 1 2.708 S22 1 77,463 ¢ 01.842
95 Corporations and other profit (nu.unmlmm . 10.723 10,705 7.540) 542 foy 3128 ] 3.703 3183
96 US. GOVEINMCI . v v ie e 38 58 48 A . 181 27 [0
97 States and political subdivisions. ..o | 4,786 4.770 3,083 234 9 629 1 22101 1.703
9B AN OWIET. oo I 29 9 20 ¢ 14 * 8 3 4
D9 Total depoSits. ... ..ot ! 939,509 922,665 . 083,011 115,027 . 28,692 245,718 294,174 | 255,898
100 Federal funds purchased and securities sold under | ' | 1 i
agreements to repurch #6071 | 82,772 1 78,691 21,219 8,385 38,034 11,054 | 7,489
101 Conunercial banks. ... .. 46.893 44.242 1 42 640 817 ! 6.137 22,504 ; 5,006 ) 4.253
102 Brokers and dealers 7.772 7.754 7.384 1.304 1.029 +4.035 PRI 188
103 Others 31.507 30.772 28.067 . 11.018 1.218 11,430 ! 5,002 2.839
104 Other liabilities for borrowed money 10.070 6.560 6,257 2.597 1 2,640 902 3.813
105 age ln(thluhlm\‘ 1.o21 - L.014 | 747 201 16 317 212 274
106 e . [3.140 i 12,078 1 .o10 5.716 754 4.828 312 1.537
107 Other li;l!)llilics ............................. 30.452 [ 19,827 17.231 5.019 I 148 6,481 3,684 13.220
108 Total linbilities. . ... ... oo oo 1,080,370 1,044,917 798,148 150,681 39,105 298,024 310,337 282,222
1 1}
109 Subordinated notes and debentures., ... .. 5.774 57101 4,475 | o b RNUIR \ 1.271 1,294
| : : i
110 Equity capital L8, mn 79,084 59, |7‘) 12,254 2,800 49,797 ¢ 24,328 20,823
111 Preferred s e 932 . 2 30 S
112 Commonstock,........... - I7 ’7(: 17.177 (2. ﬁ(ﬂ ‘ 2.045 570 3.895 5,394 1.773
113 Surplus. ..., . . 31,495 30,944 22.570 1 4.517 I .404 7.951 8.097 8.925
114 Undivided profits. . 1oaulag 9054 221840 4,059 773 70509 00530 1 6487
115 Other capital reserves. oo oo ! 1.820 1.750 1.234 132 53! 380 | 669 580
]
116 Total liabilities and equity capital. ... .......... !l L166,146 1,129,712 ‘ 865,802 | 164,045 ' 41,980 39834 1 135,937 304,344
Meso 1resms: ‘ i I |
117 Demand deposits adjusted C207.839 262.907 184,405 , 24,709 | 5.973 04,070 89,7121 83.374
verige for last 15 or 30 da i
18 Cash aod due from bank 146.725 139,805 11Y.239 ! 33,743 " 5.401 44 467 35,027 27 480
119 Federal funds sold and securitics purchitsed 1 ; t
under agreements (o resell. oo 55.860 50.507 1 49,035 4.308 ¢ 1.066 18.803 16.825
120 Totdloans. ... ..o oo oLl 620,399 1 601,938 438.957 75,204 ‘ 23.171 163,720 | . 181,442
121 Time deposits of $100,000 or more. . 161,461 153.976 126,065 | 30,220 11,333 52.845 ¢ R 34.790
122 Total deposits. ... O01.295 884,377 . 650,801 | 104.506 26934 234,120 | 286.242 1 239 4u4
123 Federal Tunds purchased , .
under cnients to repurchise. .. o 91,688 - 89925 - 85,687 | 23.974 Y,97¢ 39,004 11,7448 8.001
124 Other liabili for borrowed mnney. ........ 10,736 1 0,930 " 6.572 | 2.8%5 150 3889 648 4,105
125 Standby letters of credit outstanding. .. ... ... [6.8RY ‘ 16,008 15,100 8.759 1.130 4.1065 | 1.040 {.788
126 Time deposits of $100,000 or more. 165,793 ¢ 158,867 130,705 ;30,344 11,0006 55.555 1 33,200 35.088
127 Certificates of deposit. .. ..o 139,506 ' 134,850 110,418 . 25,951 9,885 406.0062 28.520 20,177
128 Otber time deposits. . 26198 24,016 00287 0 AW L7210 9,493 4680 | sl
129 Number of banss. oo oo 14,707 14,397 | S.668 j 12 9 153§ 5.494 Y,019
. i ! :

UMember banks exclude und nosmember banks include 11 noninsured

trust compa

s that are members ol the Federal Reserve System, and

member banks exclude 2 national banks outside the continental United

Stares.

2 Data for one large national bank have becn estimated.

3 Note for Dec. 31, 1977, upnrling only,
capitalized lease balinces undc
while State member

under *“Morigage indebledness.”

national banks reported
“Other liabilities for borrowed money”
and mnnm.n'.hcr itnks reported  these balances

¢ Demand deposits adjusted are demund deposits other than domestic

commiercial fterbunk and U.S. Govt,, less cash items reported oy in

process ol collection.

Norr.. Data include consolidated reports, including figures for all
bank-y s subsidiaries and  other significant magority-owned  do-
mestic subsidiaries. Securities are reported on a gross basis bulmu deduc-
tions of valuation resecves. Holdings by type ol security will be reported
as soon as they become avaifuble.

Back data in lesser detail were shown in previous Busps ring. Details
nuity not add to totals because of rounding.
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1.27 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS  Assets and Liabilities

Millions ot dollars, Wednesday figuees

1078
Account
!

| | .
May 30 . June 7 Junce 14 \ June 21 | June 28

July 5# ‘ July 12+ July 197 July 26#

|
473,375 465,227 ' 463,038 | 467.773

1 Total loans and investments. ... ..o 1 468,035 467,777 © 466,781 l 464,816 | 464,623 | )
; - ! w
l.ouans: . i ! |
2 Federal funds sold!t. .. Lo S0 28,456 28,786 25,140 25,790 A1.647 25,644 0 22 951 6. 864
3 To conmercial bank 24,79 20,465 § 19,915 19,519 20,435 0 22,972 (9,963 © {7.820 " 20.055
To brokers aad deale | .
4 U.S. Treasury secdrities. ... 30384 5,285 I 5.012 J.459 2,842 5,042 2 841 2,734 3.502
5 Other securitics .. L. 493 520 578 587 546 632 487 A80 538
[ TO e e 20534 20086 0 2,081 1,575 1.967 | 2,400 1 2,353 Lore 2,709
\
T OMRCr PO e C3SS.0) 330,600 7 335 334 JIN 06T 448,790 0 342 449 CAA0 047 30 04 341073
8 Comme i . 134,552 133,709 (33,702 135,013 [3S,508 ¢ 135,597 § 135,081 134.922  134.753
9 /\‘L'.rl\_llllul“l|.. 5,001 5.019 5.120 5.082 5,094 5,088 ‘ 5,121 L RR! 5.155
1 or purchasing ! | ‘
To brokers ' . ‘ .
10 LS. llL.lsln\ [.235 2,222 1.571 1,243 899 1.563 | 1,051 832 1.945
| Other 8.160 9,007 8.271 8,591 8.080 8,896 1 3,018 8.054 8. 162
To others: ; |
12 LS. Treasury securities 102 100 101 LO0 (00 (00 ‘. 100 100 100
13 Other securities. .. ... 2,695 1 2683 2602 2,653 2,656 2,003 0 2,052 2,643 . 2,028
To nonbank financial institutions: | I H !
14 Personal and sales finance cos, etea. ... 7.932 8,283 | 7,939 7,882 7.915 8,615 | §,200 8,042 | 7.909
15 Other (50022 15,0220 15107% 142992 15,078 . 15.253 | 150366 | 15,103 | 15298
16 Reul osta 79,142 749, 300 79,812 80,213 | 80,530 [ 80,922 | 81,322 1 81,780 82,220
To commerci : | | |
17 DXOIESC s+ ereene et 2372 2283 2319 | 2age 24780 20590 20320 2384 | 2,97
18 Foreign. ... oo 6. 109 5.890 | 6,120 0.125 \ 6. 348 6,173 . 6,333 5.976
{9 Consumer instalmery b49.401 49.705 | 50,041 50.448 1 50,028 s0,777 51,010 51.350
20 Forcipgn govis,, oflicial institutions, « e, b [.530 1,531, 1.530 1.565 | 1,550 1,555 1,593 1.530
21 AL OUICE TORNS v ee C220104 21,892 21,622 1 22018 21,716 22,634+ 21,999 22,143 1 21,938
22 Liss: [ oan loss reserve und uncarned income . !
on loun 10,030 10,140 1 L0192 | (0254 1 10,222 (0,187 | 10,204 10,342 i 10,387
23 Oher GO, HCE e $25.590 326,520 ‘ 325,142 | 327,813 i IS8T 332202 0 529,783 330,300 330,886
| R

Investments: | !
24 U.S. dreasury s : 434240 4479 4,577 44247 42742 | 42,550 425000 40 445 42.560
2 i 4,922 5.721 ) 0,037} 6,164 47317 4,132 4,130 4,059 - 4,321

Notes and boads, by matt ‘ . | : :
20 Within | ve. 7.021 7,595 . 7.547 7.542 7.379 | 7,406 1 7,440 7,472 7,501
27 L 105 yea 25,899 5 20,203 | 25,965 25,607 25,754 ¢ 2(),24| | 25.837 25,829 25.667

4,982 1 4,900 5.028 4.874
67.871 /7.\'.}_’_” 68,2760 1 67,616

28 Atter 5

4,878 4,717 - 5,094 . 5,085 5,071
29 Other securities,
O

07,520 66,910 (77,2«)1)‘ 67,336 1 67.463

wtes and political i

1
subdivisions: | ! .
30 Tux warrants, short-term notes, and , . P | !
DS, e 1 7.027 7,090 6,705 6,308 0.245 6,056 6,323 6,271 ‘ 6,202
31 Adother.. . U44.008 | 44,923 1 44,875 | 44.592 - 44,509 | 44.410 | adl051 440713 | 44800
Other bonds, unpnung \m\ks, and : i
securities: i X . i |
32 Certiticates ol participation=. | To2,893 . 2879 | 2,888 . 2.888 1 2,808 2,857 2,846 0 2852 2,880
33 ALl other, including corporate stocks . ... 13,343 13,430 1 13,748 : L3.828 © 11,889 13,587 13,479 : 13,500 13.575
34 Cush iteins in process of cotlection. .. ... ... Y55,797 42,304 1 45,793 45.549 l 43,789 1 54,024 44,515 | 40,558 41,123
35 Reserves with 1R Banhs. ... 22,551 18,928 18,202 1 23,305 | 24,252 17,422 22 412 | 29937 10,302
36 Currency and coin. . 6,525 6,183 0,518 6,503 I 6,051 5,923 6,677 6.653 | 6.048
37 Balances with domestic bur - 17,748 14,360 14,542 14,308 i 14,422 18.247 15,795 14,509 7 15,224
38 Iavestments in subsidiaries not consolidated. ..o 3,194 . 3.259 3,206 5 3091 5 3,188 3,195 3,238 IS 3,309
39 O UNSCTS . v e e et V64,742 63.948 63,033 62,723 03.291 04,874 04, 033 102,810 62,289
40 Total assets{total liabilities . ... ... oot 638,592 1 616,765 . 618,197 620,515 620,216 | 637,060 021,897 * 626,880 i 612,608
Deposits: ~ . - |
41 Demard deposis, oo o0 oo V206 915 1SS 02400 191 835 0 191728 IS8T, 700 | 212 329 (vl /602 (91,751 185,763
42 Tudividwls, partnerships, and corps,, .. ... ] (44,860 133,875 1 139,590 136,447 133,823 | 148,554 39769 130,709 - | ;4‘57|
43 States and political subdivisions, . | 0. IH 5.400 0 5.472 0.04Y 0182 6,546 1 5,932 5,905 5,884
44 LS GOV . 1. 1,150 1,575 4,241 2.909 1,849 1 1,763 , 2,908 2,111
Domestic interbank : j ' . ! . .
45 Connnercial l 35.972 27,817 ¢ 28,5760 28.258 27,540 } 30,392 I 28,331« 28,428 27,404
40 NMutual siy ing ! 893 810 I LRITE 800 702 | 1,234 1 957 921 838
Forcign: | ! . . :
47 Governuients, otlicial institutions, ctc..,.i 1.639 1,124 [,1s1 1.154 1.392 ‘. 1105 RRY [,495 1,180
48 Commerial banks o000 L7782 0 7,304 06,651t 6.720 0,959 i 7,470 0.924 1 6,020 6,675
49 Certified and ofticers” ¢ , 8,300 8,024 7,984 8,059 8,163 @ 9,179 7.197 - 9,299 7,100
265076 1 266,088 265 404 204,068 - 206 884 266,700 . 206,969 . 267 044 ; 267 .33

50 Lime and savings :lu/m\m §
i P

| 93404 193475 93000 | 92872 920878 1 931179 . 021695 | 921436 ¢+ 921147

52 171,772 11727138 172,398 © 171,196 174,006 173,527 « 174,274 ~ (74,608 175,195
53 Ind I\.l\llhl|\ partnerships, .ln\l mes ..... 3673 2 328100 132,050 134,287 134,194 4 135,103 1 135,441 135,838
54 States and political subdivis cee 25,084 24,982 1 24,757 ;24,795 1 24,440 | 74 537 24,852 25,243
55 Domestic interbank . 5,695 7 5,820 1 5.855 % 0,329 | 6,320 | 301 6,172 0,015
50 foreign vovis,, oflicid {nstitutions, cte.... 7. 1R 7.185 7,24 | 6.983 7,005 i 6,977 ! (w (:‘)4 . 6,504 6,510
\ : :
57 Federal Tunds purchased, ete.5. oo oo 82,451 81.802 76,134 1+ 78.530 78, 381 72,914 l 8,280 77,842 73,0628
Borrowings from: !
58 BoR.BKS .o ! n67 250 1,240 2,172 1,962 287 ‘ 601 4.612 697
59 Others, .. GGl led 6,036 | 6,687 6.374 70182 0,825 6,082 6108 . 0,154
60 Other liabili 323 30,953 J 30.840 31654 31912 ] 30,7105 | 310089 332240 320643
otal ¢ i i
6t Lol cuu ! 40,012 ! 46,057 | 45.989 40,135 | 46,284 | 40,454 | 40,304 | 40,451
S Includes securities sold under agreements to repurch
2 1-’edcr.|l wencies nnly o Includes minority interest in consolidated subsidiaries and deferred
3 [neiudes time deposits of U.S. Govt, and o toreipn banks, which are tax portion of reserves tor loans.
not shown separately. 7 Includes reserves {or securities and conlingency portion of reserves

4 Lor amounts ol these deposits by ownership categories, see Table 1,30, tor loans.
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1.28 LARGL WELKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Asscts and Liabilitics

Millions of dollirs, Wednesday figures

7y

Account _ - - o —

May 31 June 7 . June 140 June 217 June 28 July 540 July 120 July 19+, July 207

I Totul loans and investments. ..................; 96,108 = 95337 94,507 1 94,865 - 93,415 | ‘)0,62}' 93,627 92,993 i 94,499
i , . 1 :

Loans:

2 Federal funds soldt. ... ... . .. ... ... o 4.0 Soaed AN RSP [ Sl oo oy
3 To commuervial bank . R 2048 LR | i80N §oAn R IS A AR LNS
To brokers and dealers imvolving
4 U.S. treasury securities. . . . 1,606 | 1,774 1,457 1,820, [, 42 [.470 1,510 1,209 IR
5 Other securities. . 13 22 27 o 1o 3! ! 51 0}
6 Toothers. oo : RERES 515 630 . 4350 770 PRRE ull 522 429
| i ! '
7 Oher gross. oo oo iiiie . 70830 7722 69,545 ' ZU378 ) 74,065 0 7283, 70 314 73,590 ! T 842
8 Commercial and industrial, 35.705 35.210 35,000 0 35,418 ) 35,653 . 35,530 35.2760 0 35,374 1 35,207
e Agricultural 188 170 1706 161 156 159 ! 160 - 150 151
For purchasin : ! ‘ i
To brokers and dealer ! ! |
g U.S. ‘Freasur 1,141 " 2,067 1415 1.092 7740 i.421 8814 091! 1,810
1t Other securit 4.226 . 4,790 4,228 1 4,575 A0 - 47420 4S50 460130 41064
To others: . i X 1 , f
12 U.S. Tre: 25 25 25 25 261 25 25 25 25
13 Other securitics. . R 354! 346 357" 357 61, ass ! st 359" 357
To nonbank finuancial insticutions | ' ' ! | | ! | '
14 Personal and sales finance cos., ete. ... .. 2,691 2,916, 2,605 . 2,693 2,691 3. | 2,834 2,718 2. 6v4
15 Otlhier. TR 4,744 4,720 4,074 4,024 [ 4047 47 4,604 1 4,627 1 4,805
16 Real csm ,,,,,,,,,,,,,,,,,, 9,014 9,012 | 9.074 9,067 9,078 9 122} 9,137 9,202 9,255
Toc X i . | i T ) .
o comn ! ! \ i
17 Domesti ! 872 694 718 826 770 806 620 ) 736 736
18 Foreign L2848 2,796 2,558 2715, 2731 2852 2817 2,941 2,621
19 Consumer instulnient, S, 4485 4.508 4,551 1 4,505 4,608+ 4.626 4.600 v 4085 . 4,706
20 Foreign govts. oflicial institutions, c¢te., .. .. 249 1 2721 251 281 i 291 29¢ ! 305 351 354
21 All other {oans © 4,288 4.190 3,903 3.979 RS2 LT SRAY A YA o 3,957
22 Lass: Loan Joss res , | : | . . .
on loans 1,754 1,794 7 1,792 V792 1,754 1.747 1.761 1.772 1,784

23 Other loans, net. 69.076 69,928

i
i

67.744 68580 H8,.SIT T 0,436 08533 0 68,88 | 69,058
i

[nvestments: | i ) !

24 U.S. Treasury securiti 9856 10122 Ju.odd | Y652 8700 8usd v vl g oy 9.2
25 Bils . | 1,592 1,973 | 2,183 7 1,970 ! 1103 1,064 s 1.285 " 1.569
Notes dlld bonds, by maturity: i ! 1 ! i
26 Within 1 FEROL e ! 1,089 + 1,031 996 1,093 1,002 ! 972 929 912 935
27 110§ ye: 6,024 1 093 1§ 809 s.639 1 5i735 0 6.022 1 5,900 5.842 ' 5,797
28 Alter 5y COLISE 1,025 1 1,086 1 950 | 940 920 | 120" Tl008 | 1,023
29 Other scecuritie (0,936 . 10900 10829 10754 1 10,641 " (o612 10,772 10,656 10.574
Obligations ot States and political ! ' ! . : | | !

subdivisions: ! : ' : 0 ! i
30 Tax warrants, short-term notes, and bills. 1,508 1.543 . 1.500 ; 1,604 . o 1,568 1,744 1,717 . 1,660
31 Allother, oL oo TATY 723 T 06y 6.932 0. 86E 1 6,841 0 7,003 6,395 0.8384
O:her bonds, corporate stocks, and : : ! ! ! . ! ! !
seeurities: : | | . ' . ! !
32 Certificates of participation 2 ! 451 454 479 462 458 470 476 179 A4Y6
33 All other, including corporate stocks ... . 1,804 ° 1.680 | 1,781 | 1.756 1,691 [ 1.727 - 1,549 ¢ [.505 1,534
34 Cash items in process of collection. ... .. ... COI8.791 ) 14,007 1 18183 15,350 (5,598 17,087 1 13,775 16,527 12,97y
35 Reserves with FLR Banks, oo oo s 8,025 5,039 4,071 5.472 5.849 48960 6701 8.359 ° 3,957
36 Currency and coin. . 950 | 927’ 978 937 | w7, 881 9k 942 OREY
37 Balances with domus 9.008 7,454 7,528 ¢ 0.855 7.020 9.590 1 8754 0 7,827 8.593
38 Investments in subsidiaries nul umwluld(gd. . 1,641 ; 1,054 1,652 1,653 - F.083 1,088 1.700 1,714 1,715
39 Otherassets. oo '25.803 1 24,987 | 25,009 ¢ 24,760 25,521 25,087 © 25,322 1 23031 23,897
! ) . |
40 Total assetsjtotal liabilities. ... ... ..I 160,326 ' 149,405 § 149,095 ' 149,892 ! 149,774 i 156,702 150,802 I 151,743 ; 146,573
i . !
Deposits: | ! l ) . i
41 Demand depasits. . ... oo oo o Va3 048y 51,004 . 53,652 | S4,05201 53,3120 61 /27 0 535,339 0 S4.742 0 51,4938
42 ladividuals, partnerships, and corp L 3909 20,964 1 28518 28,369 . 27,78} 31,153 238.98) 28,294 27,512
43 States and political subdivisions, .. .. 533 - 506 481 ) 609 ! 559 490 ! 458 548 . 569
44 U.S. Govt.. 146 Hs . 180 783 429, 155 275 0 483 322
Domestic interbank : | i g
45 Commercial 19,130 5 12,928 | 14,299 ¢ 13,882 « 13794 5 1%, 481 . 14,248 7 14,349 13.078
46 MULL SAVINES, o e et neniens ' 483, 411 417 390 404 090 | 499 491 - 140
Foreign: : . ! ! ‘
47 Governments, oflicial institutions, ¢te. 1.407 ¢ 888 940 9314 1,177 B84 077 1,240 ! 882
48 Commercial banks. 5,903 . 5,444 1 5,009 ! 5,144 ! 5.20+4 5.67% - 5.237 I 4,349 5.005
49 Certified and oftic N 3,748 3,787 3,944 0 1962 ¢ 41906 2,964 4988 | 3085
50 Time and savings depo. 46 506 46,390 1 46 088 | 45,807 40,656 46,452 | 46 387 | 46,3606 RERRET)
51 Savings4, o 9,908 ; ‘),‘”\ ! 9.9i15 | 9.932 9,888 ! 9,881 9,805 9,746 9,703
52 Time. .1 36,658 36,455 36,173 35,875 36,708 | 36,571 36,782 1 36,620 36,533
53 lndnu It an | 28,083 ' 28,0121 27 737 1 17,558 28,270 28,169 28,385 | 28,269 28,202
54 States and political subdivisions . .. 1,871 1 1,840 | 1,791 1,730 1 {.752 1 1,595 ! 1,048 1,695 1,706
55 Domestic interbank. ... - 1,869 [,878 1,818 1,803 ; 1,902 0 2,066 2,109 ¢ 10112 2,034
56 Foreign govts,, oflicial institutions, cte.. : 4,125 4,028 4 1215 4,075 4,074 F 4,051 3873 3,824 0 3793
H . | 1
57 Fbederal funds purchased, ete.>. vesaaaeas Loo21,264 0 22,5720 19,705 0 19,691 1 18,839 1R,500 . 20,821 1 17,075 1 18,094
Borrowings from: i ' )
58 LR, Banks e e i 380 0 440 ! S0 S L2420 S
59 Others 2,823, 2,950 IAT3 0 3044 0 3386, 3030 2093000 2879 3,012
60 Other liabilitie . v 13,355 13,398 1 (2,998 | 13,663 [ 13,991 13,870 13,950 14,534 1 14,542
61 ‘total cquity ulm.nl and’ suhurdm.ltul notesy ; ! | . ! ! ! )
Jdebentures?, oL P seeer 13,075 13,090 1 13,099 | 13,095 7 12,080 1 13,014 | 13,143 13,127 [RIET
[ ' !
1 Includes securities purchuased under agreements to resell 5 Includes securities sold under agreements to repurchase.
2 pederal ‘lz,umn ounly. o Includes minority interest in consolidated subsidiaries and deferred
’ {ncludes time deposits of U.S, Govt. and of foreign banks, which tax portion of reserves tor loans.

are not shown separatcly. 7 Includes reserves for securitics and contingency portion ol reserves
4 For amounts of these deposits by ownership categories, see Table 1.30. tor loans.,
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Millions of dollars

Domestic Financial Statistics

r
.

August 1978

LARGE WEEKLY REPORTING COMMERCIAI. BANKS Commercial and Industrial Loans

Industry classification

{ ‘Total

Durable goods manufacturing:
Primary metals..........
Machinery .
Transportation u.lummv.nt .
Other fabricated metal pruduuls
Other durable goods

SUhWN

Nondurable goods manufacturing:
Food, liquor, and tobacco
Textiles, apparel, and leather
Petroleum refining. .
Chemicals and rubb
Other nondurable Ulod

and natoral gas. ... ... ...
Trade:

Other wholesale. ...

Retail
Transportation. .
Communication,
Other public utilities
Construction
Services

All other domestic loans. ... .. ..
Bankers aceeptances. .o .ovve e
Joans. . oo
MEMO [TEMS: .
Commercial paper included in total
classified loans?!
Total commercial and industrial
[oans of all large weekly re-
porling banks. ...l

2

[

Totad. ..o s

Durable goods manutacturing :
Primary metals. ... .. ..
Machinery
Transporfation equipment. ., .

Other durable goods, ... ... o

32 Food, liguor, and tobacco..
Textiles, apparel, and leathe
Petroleum refining.
Chemicals and rubbe
Other nondurable goods

Mining, including crude petroleum
and natural gas
Trade:
Commodity dealers.........o...
Other wholesale.,
Retail
Transpoctation. . ..
42 Communication.
43 QOther public utili
44 Counstruction, .
45 Services... ...
46 All other domest

38
39
40
41

47 boreign commercial and lndUbll'ldl !
JOUNS v oot ‘

Mining, including crude petroleum ¢

Commodity deaders, ... ..., .. .

Foreign commercial and industrial -

Other fabricated metal products. .

Nondurable goods manufacturing:

Outstanding | Net change during—
1978 l 1978 ! 1978
: - T o __'-_ ' : - - ! :
June 28 July 5 July 12 July 19 July 267 Qlr l Q2 May tune July®
Totul louns clussified 2
110,274 110,388 109,947 . : 109,622 l 109,586 I 2,804 5,470 ( 3,815 639 -688
| ! | :
2,798 2,799 2715 2,696 | 2,703 ! 0 4 99 - 9% —9s
5,404 i 5,28() 5.347 5,351, 5,406 | 667 170 163 | -32 2
2,799 . 2.787 2,787 2,708 1 2,730 | 426 76 | 88 77 -9
2.453 | 2.457 2.483 2,423 2.408 | 323 81 ° 25 25 --45
3,900 1 3,937 3.962 | 3,933 3,895 i 32 376 177 117 --14
] H
4,260 . 4,206 4,180 4,223 4,074 73 407 368 ‘ 27 -186
4.139 . 4,235 4,247 4,263 4.208 215 567 218 228 129
2,637 i 2,650 2,593 [ 2.574 1 2,562 - 470 159 22 48 —-75
3,569 3.582 | 3,632 ¢ 3,529 3,514 ( 571 154 - -3 99 --55
2.267 2,288 2,320 2,344 2.323 =36 ol [ 20 \ 56
: i | ;
10,405 ! 10,335 ;10,361 10,378 | 10.372 1 753 ' 883 ' 301 247 —33
| : h !
2,067 ¢ 2,018 | 1.989 2,021 1,981 428 . 187 . 357 -473 —86
8,938 ! 9.011 | 8.967 8.905 9,019 1,190 ¢ 449 ! 89 152 81
8.274 8,230 | 8,286 8,219 i 8.260 600 649 | 420 18 | —14
5,441 5,286 ! 5,241 5,227 5.263 0603 - 147 | 62 126 | —178
1.665 1,723 1.715 | 1,717 1,682 33 249 114 —14 17
5.010 5,091 5,087 | 5,139 5,176 —-158 38 124 - 150 166
5.110 5,125 5,150 5,196 5,196 162 475 222 1t 86
13,471 : 13,470 13,485 ' 13,518 13,536 ° 1,042 ’ 1,130 467 344 ¢ 65
7.844 1 8.013 | 8.041 ' 7.966 | 8,006 - 883 ! 386 | 61 —35 162
3,261 3.321 2,820 2,723 2,634 | —2,531 -429 1 399 —45 | --627
4,553 1 4.588 4.539 4,509 4.578 - 102 , —219 —20 ‘ —103 ' 25
| i | ' ) f
' | | |
T LI 64 27 —60 —27 ‘ -2 -7
i
. . i
135,508 | 135,597 l 135,081 I 134,922 | 134,753 2,966 | 6,699 Po4006 956 —1755
. ) i
R - J— - - .
1978 1978 1978
. e .-
Mar. 29 | Apr. 26 } May 31 | June 28 : July 26 ‘ Qlr Q2 May ’ June July#
“Term” loans classified 2
49,368 50,159 51,204 51,369 51,992 2,742 2,001 1,045 ! 165 623
1,579 1.671 1,736 1,706 1,695 33 127 65 l —30 —11
2,531 2,542 2,622 2,576 2,712 245 45 80 ! —46 130
1,489 1,462 1,460 1,420 1,439 172 —6Y 8 -40 19
902 960 968 994 1,000 68 92 8 26 [}
1,572 1,603 ¢ 1,625 1,678 1.718 - 126 106 22 53 40
1,522 1,649 1,676 1.671 1,691 24 149 27 -5 20
1,038 1,083 1,097 1,122 1,138 —20 84 14 25 {6
1,873 1,850 1,962 1,947 1,882 —395 74 112 —15 —065
2,116 2,147 2,229 2,412 2,418 389 296 82 183 6
1,169 1.093 1,093 1,091 1,103 22 T8 (... -2 12
7,084 7,443 7,604 7,760 7,660 583 676 16l 156 100
252 244 254 229 233 16 - 23 10 —25 4
1,992 2.084 2,141 2,176 2,233 327 184 57 35 57
2.559 2.703 2,855 2,835 2,782 138 276 152 --20 —53
3.871 3,627 3,702 3,738 3,678 387 —133 75 36 —60
924 965 980 1,009 1,059 84 85 15 29 50
3,822 3.723 3,770 3,529 3.714 556 -293 47 —241 185
2,060 2.085 2,101 2,117 2,177 76 51 10 16 60
5,881 6.039 6,300 6,505 6,592 515 624 261 205 87
2,465 2.576 2,525 2,378 2,525 —261 -87 -5l - 147 147
2,661 2,620 2,504 2,476 2,543 —04 —185 —116 -28 67

1 Repurtcd for thu last Wednesday of each month.

2 Includes “term’’ loans, shown below,

3 Qutstanding loans with an original maturity of more than 1 year and

all outstanding loans granted under a formal agreement—revolving credit
or standby—on which the original maturity of the commitment was in
excess of 1 year.



Deposits and Commercial Paper

1.32  GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations

Billions of doflars, estimated daily-average bulances

A25

Ty

Consumer
Foreipn. ...
Otheroooooon

[V ISRV 8]

7 All holders, IPC.

Financial business
Nontinaacial business. ..

pe of holder

8 Financial business......... oo

9 Nontinancial busin
Consumer.......

10
11 Foreign. .
12 Other...

1974
Dec.

119.7
14.8
66.9
29.0

6.8

1974
Dec.

75
Dec.

124.4
15.06
69.9
29.9

6.0

i
i

1975
Dec,

1976
Dec.

1970
Dec.

250.1

o
5]
PR R

1977
Dec.

139.1

18.5 .

76.3

.4
4

-~

At weekly

34.06

At commercid] banks

’ 1977
; !
‘ Mar, \ June | Sept. ‘ Dec.
oo -
P242.3 253.8 © 252.7 | 274.4
Lo 206 | 259 237

1251 129.2 128.5
| 81.6 84.1 86.2
| 2.4 | 2.5 2.5
| (.6 | 12.2 1.8

!

Jan. Leb.
137.1 132.5
8.3 8.1
73.8 70.7
35.2 34.4
2.4 2.4
1.4 6.9

reporting banks

1978

Mar. ’ Apr.
|

139 1 15,6
8.2 17.9
08.9 70.9
354l 3700
230 a2
7.0 7.0

1978

Mar. June
202.5 271.2
24,5 25.7
(3.5 ] 137.7
9.8 1 919
2.4 2.4
2.3 . 2.4

!
May June
134.3 ‘ 130.9
18.1 19.0
70.7 71.9
36.0 1 36,0
241 23
7.1 7.1

|

Nore.

‘frures include cush items in process ol collection, Eistimates of’
gross deposits are based on reports supplied by a sample of commercial

banks. Types of depositors in cuch category are described in the June (971
BuLLrtiN, p. 4606.

1.33 COMMERCIAL PAPER AND BANKERS ACCEPTANCES OUTSTANDING

Millions ot dollars, end of period

Instrument

1 All issuers. ......

Financial companies:!
Dealer-placed puaper:?

2 Total. ... o
3 Bank-related. ..o
Directly-placed paper:d
4 Towl. ...
5 Bank-related..........o oo oo
6 Nonfinancial companiess.. ... oL
TTotal. ..o
Held by:
8 Accepting banks.. ... ... e
9 Own bills......... .
10 Bills bought.. ... ..o oo o
F.R. Banks:
11 OWILACCOUNt oo v oot
12 Poreign correspondents.. oo
130 Others. ...
Based on:
14 pmports into United States. ..o
15 Exports from United States
16 Allother........ .. ... i,

1975
Dec.

48,459

6,202
i,7062

31,374
6.892

10,883

18,727

7,333
5,899
1,435

1,126
293

9,975
3,726

4,001
11,000

|
|

1970
Dec.

53,025

7.250

1,900 |

32,500

|
|

l

5.959 ;

13,275

22,523

10,442
8,769
1,673

991
375

10,715
4,992

4,818
12,713

1977

Nov,

62,753

8,497
1,980

38,954
6,567

15,302

L Dee.

i Jan,

feb.

978

Mar. ‘ Apr.

Commercial paper (scasonally adjusted)

40, 399
7,003

15,842
|

9.018 8,918
2,035 1.997
41,580 | 42,137
7,109 7.610

14,884 | 14,422

65,488 | 65,477 ( 67,354 ‘ 70,183

15,684 : 16.293
I

Dollar acceptances (not seasonally adjusted)

24,088

14,495

5,973
5,803
12,312

| 25,054

8.915

i 10,434
l 1.519

Y54
362

13.

[IEVIEN
%
b2

904

‘ May

8,889 9,670
12093 . 2,078
42,781 - 44,220
8.031 ; 7.889

71,

10,314

2
<

44,604

9,

16,235

213

217

258

June

74,536

10,327
2,442

47,315
Y. 585

16,894

’ 25,252 | 25,411 ! 20,181 ‘ 26,256 ‘ 26,714 | 28,289

7,785 | 7,508
6.772 6.583
1,013 931

TR ase”
17,006 ' 17.442
o.(m] 0,542
5,840 5,739
12,774 ‘ 13,026

7,373 ’ 7,091

6,375 0,117
1.000 74
522 550
[%.283 | 18.0614
6.97Y 7.108
6,034 6,216
13,108 | 12,932

7,286
0,

18,

305
921

679
749

7.502
6,520
983

1,021
‘ 625

20, [o0

1 Institutions engaged prinmarily in activities such as, but not limited to,
cpmmyrum!, savings, qud mortgage banking; sales, personal, and mortgage
financing; tuctoring, finance leasing, and other business lending; insurance

underwriting; and other investment activities.

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

market.

3 As reported by tinancial companies that place their paper directly
with investors. . . o L
4 Includes public utilities and firms engaged primarily in activitics such

!

as communications, construction, manulacturing, mining, wholcess

retail trade, transportation, and services.

e and
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Domestic Financial Statistics ©1 August 1978

PRIME RATE CHARGED BY BANKS on Short-term Business Loans

1.34
Per cent per annum
|
Effective date ! Rate Effective date
1976—Nov. lo.......i G 1977 -Oct. 7.
| Oct. 24...
Dec. 13........ 64
| 1978 --Jan. 1O... ..
1977—MNay 13........ (1%
3., 63 Muy S5.....
May 26.....
1977—Aug. 22........ 7 )
June 16..
Sept. 16,00, TV June 30.....

Month Average Month Average

Rate rate rate

7% 1977— Nov.,,.. .. 7.75

7% 1977—Jan... 6.2 Decoovoniiinnn, 7.75
beb., . 6.25

8 Mar.. 6.25 1978 —Jan............. 7.93

Apr.. 6.25 Feb. .. 8.00

84 May. . 6. 41 Mar... 8.00

8 June. . 6.75 Apr.. 8.00

July... 6.75 May. . 8.27

834 Aug... 6.83 June. . 8.63

9 Sept 7.13 July 9.00
Octoneninn 7.52

Survey of Loans Made, May 1-6, 1978

[tem
I Amount of loans (thousands of dollars).. .. ..
2 Number of loans.......
3 Weighted-average maturity (months)
4 Weighted-average interest rate (per cent per annum). .
5 Interquartilerange .o oo
Percentage of amount of loans
6  With Hoaling rate, . ... vevn i
7 Made under commitment. ... oL
8 Aniount of loans (thousands ot dollars).. .. .
9 Numberofloans................... .
10 Weighted-average maturity (months). ... ...
11 Weighted-average interest rate (per cent per annumy). .
12 Interquartilerange ... ... o oo
Percentage of umount ot loans:
13 Withfoating rate. . ...t
14  Made under commitment., .........ooviiia.,
15 Amount of loans (thousands ot dollars).............
16 Number of loans
17 Weighted-average
18 Weighted-average interest rate (per cent per annum). .
19 Interquartilerange '......... .. ... e
Percentage of amount of loans;
20 Withfloating rate. . ..ottt eii e
21 Sccured by real estate. ... ... ..
22 Made under commitment. .........
23 Type of construction: 1- to 4-family
24 Multifamily. .
25 Nonresidential . . .
26 Amount of loans (thousands of dollars).............
27 Numberofloans. ... ................
28 Weighted-average mnaturity (months).
29 Weighted-average interest rate (per cent per annum), .
30 Interquartile range L., oo oo
By purpose of loan:
31 Feeder livestock .o vn oo
32 Other livestock . ... oo,
33 Other current operating expenses. . .. ..
34 Farm machinery and equipment. .
35 Other. ..o e

9,522,014 1,180,739

217,426
2.7

901

8.25-9.46

54.7
39.9

1,897,435

39,810

47.6
9.67

8.75-10.47

38.7
42.9

905,900

26,806

10.2
9.83

9,24~10.21

34.6
94.3
60.0
41.5

6.4
52.1

995,247

70,014
9

6.71

.1
9.31
9.73

Size ot loan (in thousands of dollars)

1,000
1-24 25-49 50-99 100-499 500-999 and over
Short-term commercial and industrial loans
738,576 928,657 2,238,701 767.846 3,067,496
165.335 22,850 14,211 12,443 1.211 1,376
2.7 2.9 2.3 2.8 3.0 2.6
9.82 9.63 9.37 9.04 8.90 3.53
9.00-10.70 8.77-10.47 8.309.84 8.30 9.50 8.27-9.31 8.21-8.75
31.9 33.0 51.2 60. 1 52.0 64.6
12.9 21.6 23.0 3.3 63.6 51.9
Long-term commercial and industrial loans
B e T
474,261 421,282 92,982 908,911
37.035 2,420 139 216
37.8 40.5 41.0 56.7
10.23 10.29 9.11 9.15
9.00-10.47 8.75-10.47  8.50-9.92 8.50-10.000
14.8 51.5 66.1 42.5
24.3 39.4 66.7 51.8
Construction and land development loans
e [ - N
170,034 117,084 163.826 263,323 191,632
19,511 3,330 2,263 1,551 152
5.7 8.6 13.6 10.1 11.7
9.53 10.05 10.08 9.99 9.55
9.03-9.92 9.00-10.60 9.27-11.85 9.95-10.04 8.75-10.73
16.4 12.8 37.6 28.7 69.4
94.5 96.7 97.7 95.5 88.0
60.9 41.6 21.8 86.9 66.2
74.8 86. 1 40.9 17.8 17.9
2.8 1.2 3.2 5.3 16.7
22.4 12.7 55.9 76.8 65.5
250
1-9 10-24 25-49 50-99 100-249 and over
Loans to farmers
185,866 174,508 140,998 114,506 140,316 239,051
51,013 11,734 4.239 1,766 968 293
8.7 7.6 10,1 10.2 5.7 11.4
9.24 9,21 9.28 9.22 9.34 9.46
8.75-9.73 8.75-9.58 8.75-9.58 8.75-9.54 8.71-9.76 8.68-10.16
9.16 8.98 9.06 9.19 9.72 9.88
9.33 9.46 9.12 9.72 9.51 *
9.12 9.29 9.26 8.98 9.32 9.15
9.47 9.28 9.04 9.29 9.86 *
9.48 9.23 9.64 9.51 9.08 9.97

! Interest rate range that covers the middle 50 per cent of the total

dollar amount of loans made,
2 Fewer than three sumple loans.

Nott.—For more detail, sec the Board’s 416 ((.14) statistical release.
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1.36 INTEREST RATES Money and Capital Markets
Averages, per cent per annum
|
| A 1978 | 1978, week ending -
Instrument C1975 1976 1977 | ) )
Apr. May | June | July | July ( July 8 [ July 15 [July 22 | July 29
| ; , | _
Money market rates
" ! | : -
I Federal funds Voo o0 ool 5.82 5.05 . 5.54 | 6.89 1 7.36 ; 7.60 | 7.81 7.78 7.72 } 1.72 7.94 7.38
l '|
i ) \ ,
Prime commercial paper = : ; I ‘ | . . )
2 90-to H9-day....... oo 0.26 | 5.24 | 5.54 . 6.82 7.006 7.59 7.85 7.76 | B2 7.85 0 7.88 7.80
3 d-to6-month. ... o oo 6.33 5.35 5.60 | 6.86 l 7.1 | 7.63 1 7.91 7.80 7.88 7.91 ‘ 7.93 7.92
4 Finance company paper. directly placed, i | ‘ . i ) | . [ | :
3o o 6-month S oo 0.16 | 5,22 | 5.49 6.74 1 6,98 7.41 7.66 | 7.58 7.03 7.66 - 7.67 7.07
S Primce bankers acceeptinees, Y0-day 4. ... 6. 30 ‘I 5.19 5,59 | 0.92 | 7.32 | 7.75 8.02 7.94 ‘ 8.01 | 8.06 ‘ 8.05 7.97
i !
Large negotiable certificates of dcposil B . i | | : | »
6 d-month, secondary marhet 5. 0.43 ] 5.20 1 s.sgl o704 742 782 w000 804 807 | sl ‘ 8.6 | 8.17
7 Fmonth, primary markct 6. o 5.15 | 5.52 ‘ 6.85 | 7.24 ‘ 7.68 | 8.00 §.00 ‘ 3.00 .00 1 8.00 §.00
8 Furo-dollar deposits, S-month 7.0 ... 6.97 | 5.57 ° 6.05 ‘ 7.38 0 7.82 1 8.33 8.52 ‘ 8.05 « 8.6} R.46 8.58 ‘ £.50
i 1 |
U.S, Government securities | I | ‘ | ‘ ‘ '
Imh[ :ul\tl vields: | ! ‘ | i ) ‘
9 J-month. 5.80 ‘ 4.98 |I 5.27 .29 G.41 5 6,73 l 7.0L I 6,013 7.08 \ 7.16 } 7.05 0.83
10 (y-lnomh 6.11 5.26 ° 5.53 l 6.73 . 7.02 7.23 7.44 1 7.38 7.43 7.51 ° 7.47 7.38
" 0.30 1 5520 570, 6.9 | 7.28 ’ 7.53 ‘ 70790 70120 775 782 182 | 7.7
Rates on new isstie:? . : .

12 d-month 4,989 . 5.205 | 6.306  6.430 ; (r 707 - 7.074 | 6,967 | 7.058 l 7. 188 ‘ 7.3 0 6.935
13 G-month. 250266 | 3 6,700 | 7.019 ‘ 2200 ’ T.ATL | 7396 | 7.447 L 7.505 1 7.497 | 7.425
Constat nuturities: 10 \ | : I
14 Loy e 6.76 1 5881 6.09 " 7.45 | 7.82 | 8.09 | 8.32 | 8.34 842 ‘ 8.42 | 8.39

; Capital market rates
: o ' \ ! !
Government notes and honds | ) l :
Y : o ?lu:lymlunlu\ to ! ‘ ‘ ‘
Is S T 6.45 7.74 8.01 8.24 8.49 8.45 8.45 8.49 8.50 ; 8.
16 7.49 6.77 6.69 7.85 8.07 8.30 K.54 ‘ H‘Zl 8.S1 8.56 8.55 ‘ 8
17 7.7 7180 6.99 7.98 8.18 8.36 | ¥.54 8.49 8.50 8.56 8.56 8
18 7.50 ) 7.42 7.23 8.06 8.25 8.40 #.55 : 4.50 ¥.52 8.57 8.56 8.
& 7.99 1 7.61 7.42 8.15 8.35 8.46 8.04 8.59 8.02 1 B.68 8.65 ' 8.
20 8.19 | 7.86 7.67 8.32  8.44 8.5} 8.00 . S.gl §.08 8.72 8.69 8.
2 T 1 8.34 | 8.43 8.50 8.65 . 8.59 8.63 8.09 8.60 8.
Nates and bonds nuuring in " | i ; !
22 o Syears.. o 7.355 6.94 6.85 7.90 8.10 8.31 §.54 8.50 ¥.52 8.56 8.55  ¥.33
23 Over 10 years (oag-term). . 698 ) 6781 7.06 . 774 7.87 | 7.94 | .09 8.027 8.00{ K13 ] 8,10 .08
|
State and local:
'\|(mdy § Seri ~ ! ‘
24 A, . 6.42 | 5.66 | 5.20 s5.41 1 557, 573 5.80! 585 5.85¢ 585 5.75| 5.74
25 B, 7.62 7.49 6.12 5.88 0 6.14 ‘ 6.44 | 0.45 6.50 6.50 - 6.52 6.40 ' 0.38
20 trond Buyer serics 7.05 | 6.64° 5.68 | 5.80 | 6.03° 6.221 6.28  6.29 6.3 6.32] 6.26° 6.24
Corporate bonds l | I ‘ :
Seasoned issues 1 H ! ‘ !
27 Allindustries. ..o 9.57 ‘ 9.00 1 §.43 ‘ 8.88 9.02 9.13 .22 9. 16 9. 18 v.21 9.24 ‘ 9.23
By rating groups ! i : .
28 8.83 | 8.43 8.02 ¢ 8.56 ‘ 8.0 . 8.76 8.88 | .82 8.85 1 8.90 §.89 8.88
29 917 8.75 8.24 8.73 - 8.84 8.95 v.07 9.00 9.01 ' 9.006 9.08 9. 10
30 9.05 9,09 8.49 8.93 . 9.05 9.18 9.33 9.22 9.26 9.3 9.37 V.36
31 10. 61 .75 8.97 9.32 ‘ 9.49 9.60 .00 9,58 ‘ 9.60 9.5 1 9.39 9.61
32 9.40 1 B.48 8.19 &.90 l 8.95 ‘ 9.09 1 9. l4 ‘l g, Lo 9.8 ‘ 9.17 9. (20 9 08
33 : 9.4 8.49 . 8. 19 ‘ 885 3.98 1 9,07 9,18 9.18 9.20 9.22 9.19 | 9. 10
Dividend/price ratio } 1
34 Preferred stocks. .o . 8.38 7.97 7.60 8.06 - 8.1l 8.31 8.42 8.38 : 8.39 8.48 . 8.38 8.42
3s COMMON Stochs, oo 4.3t 3,77 4,56 5.42, 5.20 5.19 ' 5.25 S5.32 ‘ 5.38 5.28 | 5.18 5.14
| . :
1 Weekly figures are 7-day averages of d(llly eftective rates for the week 8 Except for new bill issucs, yiclds are computed from daily closing

ending Wednesday ; the daily effective rate is an average of the rates on
a piven day wughtud by the volume of transactions at these rates.

2 Beginning Nov. 1977, unweighted average of offering rates quoted
by five dealers. Previously, most representative rate quoted by those
dealers.

3 Averages of the most representative daily offering rates published by
finance companies {or varying maturi in this range.

4 Averuge ol the nmlpmn( of the range of daily dealer closing rates
offered for domestic issues; prior data are averages of the most repre-
sentative daily ofte te qunlxd by dealers.

5 Weekly figures (w cnding Wednesday) are 7-day averages of the
daily midpoints determined from the range of offering rates; monthly
tigures are averages of total days in the month, Beginning Apr. 5, 1978,
weekly figures are simple averages ol offering rates.,

6 Posted rates, which are the annual interest rates most ofien gquoted
on new offerings ol negotiable CD's in denominations of $100,000 or
more by large New York City banks, Rates prior to 1976 not available.
Weekly figures are for Wednesday dates.

7 Averages of daily quotations for the week ending Wednesday.

bid prices. Yiclds for all bills are quoted on a bank-discount basis.

9 Rates are recorded in the week in which bills are issued.

10 Yields on the mmc actively traded  issues adjusted to constant
maturitics by the U.S. asury, based on daily closing bid puu.s

11 Unweighted avn.rax. s for .m outstanding notes and bonds in maturity
ranges shown, based on daily closing bid prices. “Long-term’” includes
all bonds neither due nor callable in less than 10 years, including a num-
ber of very low yielding “tlower” bonds.

12 Gieneral obligations only, based on figures jor Thursday, from
Moody’s Investors Service.

13 Twenty issues of mixed quality.

14 Averages of daily figures from Moody’s Investors Service,

Is Compilation of the Board of Governors of the Federal Reserve
System.

Issues included are long-term (20 years or more). New-issue yiclds are
based on quotations on date of oftering; those on recently ottered issues
(included only for first 4 weceks after termination of underwriter price
restrictions), on Friday close-of-business quotations.,
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1.37 STOCK MARKET Selected Statistics

Domestic Financial Statistics i~ August 1978

|
X 1978
Indicator ‘ 1975 1976 1977 ' | ;
! i Jun. i Feb, Mar. Apr. May June July
; |
Prices and trading (averages ol daily figures)
: T . T \
Common stock prices .
1 New York Stock Exchange (Dec. 31, 1965 = 50).| 45.73 54.45 53.67 . 49.89 49.41 49.50 51.75 54.49 54.83 54.61
2 Industrial. ..o e 51.88 60.44 57.84 53.45 52.80 52.77 55.48 9. 14 59.63 59,35
3 Transportation 30.73 ‘ 34.57 41.07 39.15 18.90 38.95 41,19 44.21 44,19 © 44,74
4 Utility........ 31.45 1 36.97 40.91 39.09 39.02 1 39.26 39.69 39.47 ¢+ 39,41 19,28
5 Finance. ..o i e 46.62 + 52.94 55.23 50.91 . 50.60 51.44 55.04 ~ 57.9§ 58.31 57.97
6 Standard & Poor’s Corporation (1941-43 = 10)!..| 85.17 | 102.01 98.18 | 90.28 ‘ 88.98 88.82 92.71 97.41 97.66 ‘ 97.19
7 American Stock Exchange (Aug. 31,1973 = 100;.| 83.15 ‘ 101.63 | 116.18 121,73 : 123.35 ‘ 126.11 | 133.67 I 142.26 . 147.64 149.87
Volume of trading (thousands oi shares)?2 | ‘
8 New York Stock Exchange,................ 18,568 | 21,189 | 20,936 | 20,388 19,400 22,617 | 34,780 | 35.26f | 30,514 | 27,074
9  American Stock Exchange. ..o i 2,150 ‘ 2,565 2,514 2,254 | 2,300 | 2,940 4,151 1 4.86Y 4,220 ‘ 3.490
Customer f{inancing (end-of-period balances, in millions of dollars)
. [ - e e |__
10 Regulated margin credit at brokers/dealers :
and banks3. .. .. ... ol 6,500 9,011 | 10,866 ; 10,690 . 10,901 | 11,027 | 11,424 ... ..... ... ...1........
11 Brokers, total, . ......... 5,540 8,166 9,993 9,839 | 10,024 | 10,172+ 10,510 10910 ¢ (11,332 .. ...
12 Margin stoc 5,390 7,960 9,740 9,590 9,780 9,920 | 10.260 ¢ 10,660 | 11,090 !...
13 Convertible bon 147 204 250 246 242 250 248 245 242 ...
14 Subscription issue 3 2 3 3 2 2 1
15 Banks, total. . . .. . 960 845 873 851 877 8§55
16 Margin stocks. . . 909 800 827 80v 838 824
17 Convertible bonds.. 36 30 30 27 25 24
18 Subscription issues. .., 15 15 16 15 : 14 ' 7
19 Unregulated nonmargin stock credit at banks5...! 2,281 72,283 2.568 2,565 2,544 2,544
Memo: Free credit balances at brokers® ‘ : . ‘
20 Margin-acCount, e, vy eirevinneennneenanns 475 585 640 660 635 630 715 55 | .o .
21 Cash-8CCOUNt., . vt e s it e enaaneaenes 1,525 1,855 | 2,060 ‘ 1.925 1,875 | 1.795 2,170 ‘ 2,395 [ | ........
i |
Margin-account debt at brokers (percentage disteibution, end ot period)
- R R . .. |- - —-
22 Total..ooovve e 100.0 100.0 100.0 © 100.0 100.0 100.0  100.0 100.0 1000 |........
By cquity class (in per cent):7
23 Under 40 . 24.0 12.0 18.0 25.0 25.0 21,0 15.0 5.0
24 40-49.. 28.8 23.0 36.0 34.0 34.0 33.0 32.0 33.0
25 50-59.. 22.3 35.0 23.0 20.0 20.0 24.0 27.0 26.0
26 60-69., 11,6 15.0 11,0 10.0 10.0 11.0 13.0 13.0
27 T0-79.0vviin 6.9 8.7 6.0 6.0 6.0 6.0 7.0 7.0
28 BOOTMOTE. ..t iiirteiin e iineeannan 5.3 6.0 5.0 5.0 5.0 5.0 1 6.0 6.0
Special miscellaneous-account balances at brokers (end of period)
e o o - - . -, .- I
29 Total balances (millions of dollars)8........... 7,290 | 8,776 9,910 ‘ 9,880 | 10,150 | 10,190 | 10,212 " 10.516 [........|[........
Distribution by equity status (per cent)
30 Neteredit Status. oo v vt tiinennenneeennns 43.8 41.3 43.4 42.4 . 42.0 . 42.6 41.9 42,6 (..o oo
Debit status, equity of— i
31 60 PErCent OT MOTC. . vt vvnvvuneunnns 40.8 47.8 44.9 43.6 43.0 43.7 ¢ 46.2 46,0 [ oo
32 1.ess than 60 per cent 15.4 10.9 11.7 14.0 14.0 13.5 | 1.9 a4 |........ i ........
|

! Effective July 1976, includes a new financial group, banks and in-
surance companies. With this change the index includes 400 industrial
stocks (formerly 425), 20 transportation (formerly 15 rail), 40 public
utility (formerly 60), and 40 financial.

2 Based on trading for a 5%4-hour day.

3 Margin credit includes all credit extended to purchase or carry
stocks or related equity instruments and secured at least in part by stock.

Credit extended by brokers is end-of-month data for member firms of

the New York Stock Exchange; June data for banks are universe totals;
all other data for banks are estimates for all commercial bunks based on
data from a sample of reporting banks.

In addition to assigning a current loan value to margin stock generally,
Regulations T and U permit special loan values for convertible bonds
and stock acquired through exercise of subscription rights.

4 A distribution of this total by equity class is shown on lines 23-28.

3 Nonmargin stocks are those not listed on ua national securities ex-
change 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 brokers, such stocks have no loun value.

6 Free credit balances are in accounts with no unfulfilled commitments
to the brokers and are subject to withdrawal by customers on demand,

7 Each customer's equity in his collateral (market value of collateral
less net debit balance) is expressed as a percentage of current collateral
values.

8 Balances that may be used by customers as the margin deposit re-
quired for additional purchases. Balances may arise as transiers based
on loan values of other collateral in the customer’s margin account or
deposits of cash (usually sales proceeds) occur.

NOTE.- - For table on “Margin Requirenents’” sce p. A-10, Table {.161.



Thrift Institutions ~ A29
(.38 SAVINGS INSTITUTIONS  Sclected Assets and Liabilitics
Millions of dollars, end of period
I . i
| i : i 1977 1978
1974 1 1975 | 1976 i m o - - - —
Account | " Oct. [ Nov. Dec. Jan, Ith, l Mar. ! Apr. May June?
Savings and loan associations
- -/ i ) ! ’ T |
1 Assets. ..o 295,545 (338,233 {391,907 |450,563 455,644 (459,282 (464,279 (469,726 |475,320 1480,‘)86 487,091 (491,724
2 MORBALES . o vv e e en . 249,301 278,590 123,005 (371.714 370,468 381,216 ;384,235 387,644 ;392,479 397,335 1402,356 :407,943
3 Cash and investment !
seeurities! ...l 23,251 30,853 © 35,724 1 40,0642 | 40,522 | 39,197 § 40,356 | 41,646 | 41,870 | 41 901 | 42,493 | 41,650
4 Otherovunooonoiin, 22,993 | 28,790 . 33,178 [ 38,207 | 38.654 | 38,869 | 39,688 | 40,436 | 40,971 | 41,750 : 42,242 | 42,125
5 Liabilities and net worth. ., .. 295,545 1338,233 (391,907 (450,563 (455,644 (459,282 (464,279 |469,726 1475,320 (480,986 (487,091 1491 724
6 S 242,974 1285,743 [335.912 1379604 |381.333 [386,875 |389,620 391,917 |399.070 (399,625 |402,008 |408,659
7 290780 |T200654 19,083 724,199 (725,540 [727.796 (727,809 728,666 | 29,274 | 31.83% | 32,689 | 34,258
8 21,508 | 17,524 | 15,708 17,539 (718,275 {719,945 120,129 (720,602 | 21,030 | 22,692 | 23,323 | 24,962
9 3,272 0 3,110 3.378 6,660 1 7,268 7.851 7,770 1 8,064 8.244 9,146 9,366 9,296
10 3,244 5,128 6.840 9,856 9,924 9.932 9,849 1 9.924 | 10,435 | 10,959 | 11,408 | 11,659
1t ‘ 6,105 | 6,949 8,074 712,233 i3, ,846 | 19,498 [7(1,471 ”IS.45() 10,511 112,194 | 14,252 | 10,105
12 Networth2, ... o0 D 18,442 19,779 24.670 | 25,001 " 25,180 1 25,440 | 25.763 | 26,030 l 26,367 | 26,734 | 27,043
13 Mimo: Mortgage loan com- |
mitments outstanding3. .| 7,454 1 10,073 | 14.826 | 21.555 | 21,270 I 19,886 | 19,534 | 20,625 I' 22.320 J 23,409 | 23,951 | 22,834
Mutual savings binks
- - T - [ N ,,|..___ - . -
14 AsselS...oovviiiiiii., 109,550 ‘IZI,OSG 134,812 .145 651 (146,346 : l47 287 ll48 ,511 149,528 I150,‘)62 151,383 152,202
Loans: 3 \ i 1
15 Mortgage 74,891 ;77,221 1 81,630 | 86,769 ; L3331 88,195 | 88.905 | 89,247 | 89,800 | 90,346 | 90,915 |........
16 Other................... 3,812 4,023 5,183 7, IH 7 241 6,210 6,803 | 7.398 7,782 | 7,422 7,907 |........
Securities: . |
17 US. Government. . ..., 1,555 4,740 5,840 6,101 6.071 5,895 5.785 } 5,737 5,677 5, 07() 5,491 |........
18  Stateand local government. 930 1,545 2,417 2 808 2,809 2.828 2,880 2,808 2,850 2,4 s
19 Corporate and other4,.... 22,550 | 27,992 | 33,793 37,()73 .57,22I 37.918 | 38,360 | 38,605 | 38,964 | 39, I4()
20 Cash. ... 2,167 2,330 2,355 2,011 1.887 ‘ 2,401 1,889 ’ 1,838 1,990 1,940
21 Other aSSets. oo vvneerenn.. 2,645 | 3,205 | 3,593 | 3,773 l 3.783 1 30839 . 3,882 | 3.895 | 3,899 | 3.945
!
22 Liabilities .. .. ..ot 109,550 {121,056 |134,812 (145,651 |146,346 (147,287 |148,511 [149 528 1150,962 (151,383 [152,202 |.. ... ...
23 Deposits. o vv i 98,701 (109,878 [122,877 (132,250 (132,537 |134,017 |134,771 (135,200 [136,997 (136,931 (137,307
24  Regular: 98, ”'71 109,291 {121,961 130,913 |131.319 |132,744 [133,370 (133,846 135,558 |135,349 [135,785
25 ()ldlmlry gs. 64.286 | 69 653 | 74,535 77,503 | 77,460 | 78,005 | 77,754 | 77,837 | 78,783 | 78,170 | 78,273
26 Time and other. ... ... 33,935 | 39,639 | 47,426 ; 53,410 | 53,859 | 54,739 | 55,616 | 56,009 | 56,775 | 57,179 | 57,512
27  Other.. 480 582 916 1,337 1,208 1,272 1,401 1,354 1.439 I 582 1,521
28 Other liabilities 2,888 2,755 2,884 3,632 3.938 3,292 3,676 4,155 3,735 ,152 4,481
29 General reserve accounts....| 7,961 8.428 | 9,052 | 9,769 | v,882 | 9,978 | 10,064 | 10,174 | 10.230 I() 301 | 10,414
30 MeMo: Mortgage loan com-
mitments outstanding®. . f
2,040 ‘ 1,803 2,439 4,423 i 4,458 i 4,066 I 3,998 4,027 4,185 | 4,342 ‘ 4,606 |........
Life insurance companics
- \ — - e R |- PR, -
31 AsselS. oo v e 263,349 289,304 [321,552 (343,738 (247,182 1350,506 IBSZ,‘)N ‘355,(!68 357,925 (361,848 |........1..... ...
Securities: } - H l
32 Government........... 10,900 1 13,758 117,942 | 19,519 1 19,681 1 19,508 | 19,579 1 19,677 | 19,560 [ 19,391
33 United States7....... .. 3,372 ‘ 4,736 5,368 5,810 5,993 l 5,693 1 5,717 5,748 5,629 5,214
34 State and local,........ 3,667 4,508 5,594 5,979 5,967 6,016 6,009 6,073 6,015 5,868
35 Foreign8,............. 3,861 1 4,514 6,980 7,730 7.721 7,799 | 7,853 7,856 7,916 8,309
36 BuSiness................ 119,637 |H5‘Jl7 157,246 |172,005 174,109 \175,204 |I77,I_{4 178,718 (180,688 |183,922
37 Bonds................ 97,717 107,256 (122,984 139,909 141,354 142,095 (145,244 147,202 |148,754 |150,057
38 Stocks.. ..ol 21,920 ’ 28,061 | 34,262 | 32,096 1 32,755 | 33,109 \ 31,890 | 31,516 | 31,934 | 33,865
39 MOPIBUAZES s v v v vvnenneenen 86.234 | 89,167 | 91,552 | 94,684 | 95 110 | 96,765 | 97,171 | 97,475 | 97,963
40 Real estate §.331 9,621 | 10,476 | 11,024 | 10 (13 . 11,200 | 11,252 ) 11,318 | 11,310
41 Policy loan 22.862 \ 24,467 | 25,834 27,220 | 27,355 | 27,508 | 27,628 | 27,762 | 27,951
42 Other assets. ..o.vovo e onnn 15,385 ) 16,971 | 18,502 | 19,286 I 19,814 | 20,320 \ 20,150 | 20,118 | 20,453
i ] ! |
Credit unions
R e
43 Total assets/linbilitics and
....] 31,948 ¢ 38,037 45,225 | 52,412 | 53,|4l 54,084 53,982 | 54,989 | 56,703 | 56,827 | 58,018 | 59,381
44 16,715 | 20,209 | 24,396 | 28.463 | 28,954 | 29 574 29,579 | 30,236 | 3(,274 | 31.255 | 31,925 | 32,793
45 15,233 | 17,828 | 20,829 | 23,949 | 24,187 | 24.510 24,403 | 24,753 | 25.429 | 25,572 [ 26,093 | 26,588
46 Loans outstanding. ... ... ... 24,432 | 28,169 | 34,384 | 40,865 | 41,427 | 42,055 | 41,876 | 42,431 | 43,379 | 44,133 | 45,506 | 47,118
47  Federal........ 12,730 | 14,869 | 18,311 | 21,814 22,224 1 22,717 | 22,590 | 22,865 | 23,555 | 23,919 | 24,732 | 25,672
48 Stale. ..o 11,702 | 13,300 [ 16,073 | 19,051 | 19,203 | 19,338 \ 19,286 | 19,466 | 19,824 | 20,214 | 20,774 | 21,356
49 Savings .. v, 27,518 | 33,013 | 39,173 | 45,441 | 45,977 | 46,832 | 47,317 | 48,693 | 49,706 | 49,931 | 50,789 | 52,076
50  bederal (shares).... 14,370 | 17,530 | 21,130 | 24,945 | 25,303 | 25.849 | 26,076 | 26,569 | 27,514 | 27,592 | 28,128 | 28,903
51 State (shares and duposlts) 13,148 | 15,483 | 18,043 | 20,496 | 20,074 | 20,983 | 21,241 | 21,524 | 22,192 | 22,339 | 22,661 | 23,173

For notes see battom ot page A30.
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1.39 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Transition e _
Fiscal quarter Fiscal
Type of account or operation year (July- year 1977 1978 1978
976 Sept. 1977 _ o o
1976)
H1 H2 HI1 Apr., May June
U.S. Budget
1 Receiptsl,................... .. 300,005 81,772 357,762 190,278 175,820 | 210,650 42,546 35,091 47,657
2 OQutlays1,2)3, ., 366,451 94,742 | 402,803 | 200,350 | 216,781 | 222,518 35,927 36,800 38,602
3 Surplus, or deficit —66,446 | —12,970 | —45,041 | —10,072 | - 40,961 | —11,870 6,618 —1,709 9,055
4 Trust funds......... 2,409 —1,952 7,833 7,332 4,293 4,334 —990 5,970 1,597
S Federal funds 4., —68,855 | —11,018 | —52,874 | —17,405 , —45 254 | —16,204 7,608 —17,679 7,458
Off-budget entities surplus, or
deficit (—)
6 Federal Financing Bank outlays. .. —5,915 —~2,575 —8,415 —2,075 - 6.663 —5,105 —671 —795 -—499
7 Other 2,5, . ... i, —1,355 793 —269 —2,086 428 —790 102 —245 —155
U.S. Budget plus ofl-budget, in-
cluding Federal Financing Bank
8 Surplus, or deficit (=)..... ... —~73,716 | —14,752 | —53,725 | —14,233 | —47,196 | —17,765 6,049 -2,749 8,401
Financed by: :
9 Borrowing {rom the public 3. . .. 82,922 18,027 53,516 16,480 40,284 23,374 —2,263 —555 5,401
10 Cash and monctary assets (de-
crease, or increase (—)). . ... ~7,796 —2,899 —2,238 —4,666 4,317 —5,098 —3,345 6,403 | —14,091
11 Other o, . ... i, -1,396 -373 2,440 2,420 2,597 —511 —442 —3,099 289
MEMO ITEMS
12 Treasury operating balance (level, end
of period)..................... 14,836 17,418 19,104 16,255 12,274 17,526 9,281 3,726 17,526
13 F.R.Banks.............. 11,975 13,299 15,740 15,183 7.114 11,614 7,177 2,398 11,614
14  Tax and loan accounts. ... 2,834 4,119 3,364 1.072 5.160 5,912 2,104 1,328 5,912
15  Other demand accounts 7,,....... 2 P O S P Y [P A DU

1 Effective June 1978, carned income credit payments in excess of
an individual’s tax liability, formerly treated as income tax retunds, are
classified as outlays retroactive to January 1976.

2 Qutlay totals reflect the reclassification of the Export-Import Bank,
and the Housing for the Elderly and Handicapped Fund effective October
1977, from off-budget status to unified budget status. .

3 Export-Import Bank certificates of beneficial interest (effective July
1, 1975) and loans to the Private Export Funding Corp. (PEFCQ), a wholly
owned subsidiary of the Export-Import Bank, are treated as debt rather
than assct sales.

4 Half years calculated as a residual of total surplus/deficit and trust
fund surplus/deficit.

S Includes Pension Benefit Guaranty Corp. ; Postal Service Fund, Rural

NOTES TO TABLE 1.38

1 Holdings of stock of the Federal home loan banks are included in
“other assets.”

2 Includes net undistributed income, which is accrued by most, but not
all, associations.

3 Excludes figures for loans in process, which are shown as a liability.

4 Includes securities of foreign governments and international organiza-
tions and nonguaranteed issues of U.S. Govt, agencies,

3 Excludes checking, club, and school accounts.

6 Commitments outstanding (including loans in process) of banks in
New York State as reported to the Savings Banks Assn, of the State of
New York.

7 Direct and guaranteed obligations. Excludes Federal agency issues
not guaranteed, which are shown in this table under “business’ securities.

8 Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

NOTE.—Savings and loan associations: Estimates by the FHLBB for
all associations in the United States, Data are based on monthly reports
of Federally insured associations and annual reports of other associations.

Electrification; Telephone Revolving Fund, Rural Telephone Bank; and
Housing for the Elderly or Handicapped Fund until October 1977,

6 Includes public debt accrued interest payable to the public; deposit
funds; miscellaneous liability (including checks outstanding) and asset
accounts; seignorage; increment on gold; net gain/loss for U.S. currency
valuation adjustment; net gain/loss for IMF valuation adjustment.

7 Excludes the gold balance but includes deposits in certain commercial
depositories that have been converted from a time deposit to a demand
deposit basis to permit greater flexibility in Treasury cash management.

Source.—*“Monthly Treasury Statemcnt of Receipts and Qutlays of
tl;e 8U.S. Government,” Treasury Bulletin, and U.S. Budget, Fiscal Year
1978.

Even when revised, data for current and preceding year are subject to
further revision.

Mutual savings banks: Estimates of National Association of Mutual
Savings Banks for all savings banks in the United States, Data are re-
ported on a gross-of-valuation-reserves basis.

Life insurance companies: Estimates of the Institute ot Life Insurance
for all life insurance companies in the United States. Annual figures are
annual-statement asset values, with bonds carried on an amortized basis
and stocks at year-end market value. Adjustments for interest due and
accrued and for differences between market and book values are not
made on each item separately but are included, in total, in “other assets,”

Credit unions: Estimates by the National Credit Union Administration
for a group of Federal and State-chartered credit unions that account for
about 30 per cent of credit union assets. Figures are preliminary and
revised annually to incorporate recent benchmark data.
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Calendar year

‘ | Transition I - - - -
‘ Isc quarter Fiscal
Source or type | ‘¢l (July- year ) 1977 1974 1978
i Sept. 1977 i I .
| L 1976) i ,
| ' | i ‘ H2 i Apr ’ Muy June
- L . —_— - - —
‘ Receipts
I Al sources!. .......... ... ........ 300,008 81,772 5%7,','62 v 190,278 | 175,820 ! 210,650 ‘ 42,5460 | 35,091 47,657
i . !
2 Individual income taxes, net ., .. ... ... i3, 602 38,800 157,626 78,816 82,911 9,336 19,036 I 14,423 20,301
3 Withheld 123,408 32,949 | 144,820 73,303 75.480 82,784 1 13,095 | 14,808 14,490
4 Presidential Election Campaig { i
Fund..................... i 34 1 37 37 ! 30 | 1o 0 5
5 Nonwithheld. ... 35,528 6,809 42,062 32,959 9.397 37.584 13,601 6,750 - 6.627
6  Refundsl.......... 27,367 958 29,293 27,482 « 1,967 30,008 7.680 7,142 820
7 Corporation income tax I H
8 CITOSS TECEIPptS . oo vn e, 46,783 9,808 60,057 37,133 ¢ 25.121 38,490 | 9,342 1,624 15,054
9 Refunds, . ovvivn i iunns 5,374 1,348 5,164 2,324 ¢ 2.819 2,782 492 441 399
10 Social insurance taxes and contribu- ) . . ‘
FEONS, MCE. o v e i ennninnnt 92,714 25,760 | 108,083 58,099 52,347 66191 11,828 1 16,092 9.087
11 Payroll employnmient taxe i
contributions 2, , 76,391 21,534 . 88,196 45,242 44,384 51,668 7,495 10,796 8,383
12 Self-employment ta i
contributions 3 3,518 269 4,014 3,687 36 3,802 2,492 288 ° 205
13 Unemployment insurance 8,054 2,698 11,312 6,575 4,930 7,800 1,393 4,499 109
14 Other net receipts 4. ... .. ... 4,752 1,259 5,162 2,595 2.711 REERE 448 508 \ 470
15 EXCISe taXeS. o veen i inannnnn 16,903 4,473 17,548 8,432 9.284 8,835 [, 308 1,670 | 1,651
16 Customs,,.. 4,074 1,212 5,150 2,519 2,848 3,320 545 584 . 653
17  Estate and gift 5,210 1,455 7,327 ‘ 4,332 2.837 2.587 296 ¢ 512 430
18 Miscellaneous receipts 8,020 1,612 8 ”6 \ 3,209 3,292 i 3,667 622 l 629 ‘ 674
OQutlays?
, | I ' ! (
19 AN types!,0. oo oo 366,451 94,742 . 402,803 200,350 [ 216,781 | 222,518 I35,927 36,800 | 38,602
20 National defense. ... ... ... ... 89,430 22,307 97,501 48,721 ‘ 50.873 52,979 8,492 9,107 ; 9,120
21 International affairs ¢ ... ... .. .. .. 5.567 2,180 4,831 . 2,522 2,896 2,904 {,259 60 1,099
22 General science, space, and
technology 4,370 1,161 4,677 2,108 ‘ 2,318 2,395 379 428 ! 393
23 Energy.....coooviiiiiiiiiiii 3.127 794 4172 e 2,487 165 | 550 627
24  Natural resourc 84,124 2,532 10,000 [..ooviiaiiian o, 4,959 771 848 990
25 Agriculture. . .. 2,502 584 5,526 2,628 ’ 5,477 2,353 23 ‘ 82 | 165
26 Commerce and housi 3,745 1.391 st 1 R - 940 -2 ' 210 121
27 Transportation.............c.e... 13,438 3,306 14,636 |.......... P 7.723 11583 ¢ 1,114 ! 1,585
28  Community and regional ‘
devcl()pmun ................. 4.709 1,340 | 6,283 3,149 4,924 5,928 771 1,185 983
29  Education, training, unploynunt
and social services. . . . 18,737 5,162 20,985 9,775 ¢ 10,800 12,792 1.913 ) 2,389 2,222
30 Health............. 33,448 8,720 38,785 18.654 . 19,422 21,391 3,589 3,716 " 3,876
31 I[ncome security ! 127.406 32.795 137,905 70,785 | 71081 75.201 l 11.754 12,360 12,512
32 Veterans benetits and services. ... .. 18,432 3,962 18,038 9,382 9,864 9,603 ! 507 {,726 ‘ 2,443
33 Administration of justice. ... .. 3,320 859 3.600 1.783 1,723 1,946 340 371 312
34  (eneral government, 2,927 878 3,357 1,587 1,749 1,803 131 484 293
35 General-purpose lixcul 2 7,235 2,092 9,499 4,333 4.926 4,665 2,050 153 50
36 Interest7 ..., ... i 34,589 7.246 38,092 | 18,927 19,962 22,280 3,298 3,296 6,617
37 Undistributed offsetting receipts v -14.704 —2,567 15,053 1 —6.803 - 8,506 7,945 -703 —1,284 | 4,225
i
I Effective June 1978, carncd income credit payments in excess of an Rucmts reflect the accounting conversion {or the interest on special

individual’s tax liability, tormerly treated as income tax relunds, are
classified as outlays retroactive to January 1976,

2 Old-age, disability and hospital insurance, and Railroud Retirement
accounts.

3 Old-age, disability, and hospital insurance.

4 Supplementary medical insurance premiums, Federal employee re-
tirement contributions, and Civil Service retirement and disability fund,

5 Deposits of earnings by F.R. Banks and other miscelluneous receipts.

6 Outlay totals reflect the reclassification of the Export-Import Bank
from oft-budget status to unitied budget status. Export-Import Bank
certificates of beneficial interest (effective July 1, 1975) and loans to the
Private Export Funding Corp. (PEFCO), a wholly owned subsidi 3
the [xport-lmport Bank, are treated as debt rather than asset sales.

7 Effective September 1976, “Interest” and “Undistributed Offsetting

issues for U.N. Govt, accounts from an accrual basis to a cash ba

8 Counsists of interest received by trust funds, rents and royalties on
the Outer Continental Shelf, and U.S. Govl. contributions for em-
ployee retirement.

9 For some types ol outlays the categories are new or represent re-
groupings; data tor these categories are from the Budget of the United
Stares Government, Fiscal Year 1979; data are not available for halt years
or for months prior to February 1978,

Two categories have been renamed: “lLaw enforcement and justice”
has become “Administration of justice” and “Revenue sharing and
general purpose fiscal assistance” has become “General purpose fiscal
assistance.”

In addition, for some categories the table includes revisions in figures
pubtished earlier,
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1.41 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION
Billions of doltars
1975 1976 ’ 1977 1978
ftem R _— ‘
June 30 ‘ Dee. 31 ‘ June 20 ‘ Sept. 30 | Dec. 31 June 30 Sept. 30 Dece. 31 Mar. 31
- ~ - oL - [ - — - ‘ A . I =
I Eederal debt outstanding. ........... 544.1 587.6 ¢ 631.9 2646.4 665.5 685.2 709.1 729.2 747.8
2 Public debt securities. ..o oo 533.7 376.6 620.4 634.7 654.5 ! 674.4 6988 718.9 738.0
3 Held by public .. 387.9 437.3 | 470.8 : 4388.6 506.4 I' 523.2 543.4 564. 1 585.2
4 Held by agencies. oo 145.3 139.3 149.6 146. 1 ‘ 147.1 i 151.2 155.5 154.8 152.7
S ARONCY SCCUFIiOS.. .\ L e 10,9 | 10.9 in.s 1.6 | 2.0 0.8 0.3 . 10.2 9.9
6 Held by public 9.0, 8.9 9.5 1 29.7 10.0 9.0 8.5 4 8.1
7 Held by agencies I 2.0 2.0 1.9 1.9 1.8 1.8 1.8 1.8
8 Debt subject to statutory limit. ... ... 534.2 577.8 621.6 635.8 654.7 675.6 700.0 720.1 737.7
9 Public debt securities 532.6 . 576.0 | 619.8 634.1 652.9 673.8 698.2 718.3 736.0
10 Otherdebt!o. oo, 1.5 1.7 1.7 1.7 1.7 1.7 1.7 1.7 1.8
11 Memo: Statutory debt limit. . ..., 577.0 595.0 636.0 636.0 682.0 700.0 700.0 i 752.0 T52.0

t [ncludes guaranteed debt of Govt, agencies, specified participation
certificates, notes to international lending organizations, and District of
Columbia stadium bonds.

2 CGiross Pederal debt and agency debt held by the public increased

$0.5 billion due to a retroactive reclassification of the Export-lmport Bank
certificates of beneficial interest from loan asset sales to debt, effective
July 1, 1975,

Noti. - Data trom Treasury Bulletin (ULS, Treasury Dept.),

1.42 GROSS PUBLIC DEBT OI° U.S. TREASURY Types and Ownership
Billions of dollars, end of period
. l 1978
Type and holder i 1974 1975 1976 | 1977
‘ ' | Mar. Apr. i May June July
1 Total gross public debt. ... ... ... ... ... ! 492.7 576.6 , 653.5 { 718.9 738.0 736.6 741.6 749.0 750.5
By t ! ! I
y type: ;
2 S 491.6 575.7 652.5 715.2 2 736.9 | 7331 740.6 7438.0 749.5
3 282.9 J63.2 421.3 459.9 4785.3 472.2 473.7 477.7 481.0
4 19,7 157.5 164.0 161.1 | 165.7 159.6 159.4 159.8 160. 1
5 129.8 167.1 216.7 251.8 . 202.2 262.2 201.6 205.3 2006.6
6 33.4 | 38.6 40.06 47.0 50.4 ¢ 50.4 52.7 52.0 54.4
7 N(ummrkwt;z{)/(" Wi 2('}?:'.{ ’ 3/5.{ ! 235..; ;’5_:.£ 35(;1.; ' A’6r2i.f: i 200.9 270.3 _’(n:’.-z
Convertible t 5 2.3 K 3 2.2 2. 2 2.2 2.2 2.2
3 State and locul oo 6 1.2 ! 4.5 13.9 16.4 17.6 18.6 20.6 20.8
10 Forcign issues . 22.8 21.6 ! 22.3 2.2 231.6 23.4 22.4 21.5 20.8
11 Savings bonds o 63.8 67.9 72.3 77.0 78.2 7H.G ! 9.0 79.4 9.7
12 Government account series*. .o oL : 1y, 1 119.4 129.7 139.8 138.0 135.8 144.4 146.4 144.7
i
13 Noun-interest-bearing debt,, oo oo , 1.1 1.0 L.t 3.7 1.0 3.5 1.0 1.0 1.0
By holder:$ ! ‘
14 U.S. Government agencies and trust funds. . .1 138.2 | 145.3 1 1496 154.8 152.7 153.6 SO0 oo
15 FLROBanks. oo 80.5 1 84.7 94 .4 102.5 101.6 103.1 102.8 oo
16 Private investors. .......... ... .. ... .. .. ... 271.0 | 349.4 409.5 461.3 | 483.7 479.5 479.7
17 Commercial banks......... S5.6 | 35. 1 103.8 102.4 102.3 100.7 99.0 "
1 Mutual savings banks...... 2.5 4.5 5.7 6.0 5.8 5.7 5.6
(3 In:u;lulnc\cl::::ﬁ‘[)::l:i[t‘.' 6.2 Yy.s 125 15,.5 15.0 ¢ 14.9 H,(; .
20 Other corporation 11,0 | 20.2 26.5 22.2 20.4 19.4 19.2 i
21 State and local governments. ..o e i 29,2 i 34.2 41.6 55.1 60.3 60.3 5.3
Individuals: | : \
22 Savings bonds. ... i ; 63.4 | 67.3 72.0 76.7 78.0 78.4 T8 |
23 Other securities. ... .o I 21,5 | 24.0 28.% 28.6 28.9 28.7 B T O N
24 Foreign and internationale, ..o . | S§.8 66.5 78. 1 109.6 | 124.5 ‘ 120.4 ! w7
25 Other miscellancous investors7. ... ... ... I 22.8 38.0 40.5 4s.1 48.5 51,1 54.2
| i
Iincludes (not shown separately): Securities issued to the Rural 6 Consists of the investments of foreign balunces and international

Llectrification Administration and to State and local governments, de-
positary bonds, retirement plan bonds, and individual retirement bonds,

accounts in the United States. Beginning with July 1974, the fivures exclude
non-interest-bearing notes issued to the International Monetary Fund,

2 These nonmarketable bonds, also known as Investment Serics B
Bonds, may be exchanged (or converted) at the owner’s opuon for b
per cent, S-year marketable Treasury notes. Convertible bonds that have
been so exchanged are removed {rom this category and recorded in the
notes categary above.

3 Nonmarkcetable foreign government dollar-denominated and foreign
currency denonminated series.

+ Held almost entirely by U.S. Govt, agencies and trust runds,

5 Data for F.R. Banks uand U.S, Govt, agencies and trust funds ire
actual holdings; data tor other groups are Treasury estimates.

7 Includes savings and loan associations, nonprofit institutions, cor-
porate pension trust tunds, dealers and brokers, certain Govt. deposit
accounts, and Gove-sponsored agencies,

Note.—Gross public debt excludes guaranteed agency securities and,
beginning in July 1974, includes Federul Financing Bank security issues,

Data by type ol secucity from Monthly Statement of the Public Debt of
the United States (U.S. Treasury Dept.); data by holder from Treasury
Bulletin,



Federal Finance

A33

1.43 U.S. GOVERNMENT MARKLETABLE SECURITIES  Ownership, by maturity
Pur value; millions of dolars, end of period
| |
1978 ; ‘ 1978
T'ype of holder 1976 1977 _ 1 1976 1977 _
! May l June | May ‘i June
4 H |
All maturities I to 5 years
T AL ROIAErS . oo vt oot e e | 421,276 - 459,927 l 473,684 | 477,699 | 141,132 | 151,264 170,122 | 174,302
I
2 U.S. Govt. agencies and trust funds 16,485 © 14,420 = 13,907 13,904 6,141 4,788 4,772 4,850
3 E. R. Bauk: 96,971 100,191+ 101,329 | 110,134 1 31,249 27,012 28,329 31,903
A PRIVGIC IHVOSTONS. o ot e D307,820 344,315 358,388 | 353,600 0 103,742 1 119 464 137,020 | 137,543
5 Commercial banks. . ... 78,262 75,303 . 71,530 71,675 40,005 | lx,(v‘)l 42,214 42,198
& Mutual savings banks,. 4,072 . 4,379 4,004 3,730 2,610 = 2,112 2,257 2,077
7 Insurance companies. . 10,284 | 12,378 11,855 1,531 3,885 1 4,729 5,149 5,316
8 Nonfinancial corporutions. 14,193 1 9,474 7,028 6,390 2,618 | 3,183 3,359 3,280
9 Savings and loan association: 4,576 | 4,817 4,540 4,342 2,360 2,308 2,569 2,503
10 State and local governments. . 12.252 | 15,495 14,6460 15,446 2.543 3,875 4,453 4,792
11 AL OtherS . o 184,182 ‘ 222,409 ! 244,785 | 240,540 50,321 (v4 505 17,019 77,3717
Total, within 1 year 5 to 10 years
! i | ) B
12 AITROIders . oo e e s 211,035 | 230,691 | 219,559 ‘ 220,683 43,045 45,328 | 45,690 44,443
13 U.S. Govt. agencies and trust funds. ..o oooiia . 2,012 1 1,906 1,150 1,145 2,879 2,129 i 2,129 1,989
14 B R BANKS. - oottt e e e e 51,569 ; 56,702 . 52,314 57,008 9,148 10,404 11,802 11,995
L 2 S 157,454 172,084 166,094 ‘ 162,533 31,018 32,795 1 31,758 30,458
16 Commercial banks 31,213 1 29,477 . 20,831 20,988 6,278 0,162 : 6,567 6,538
17 Mutual savings banks. .. 1,214 1,400 934 903 567 584 | 537 527
18 Insurance companies. . .. 2,191 2,398 1,623 - 1,455 2,546 3,204 3,017 2,616
19 Nonfinancial corporatons., 11,009 5,770 3,147 | 2597 370 307 307 293
20 Savings and loan association: 1,984 2,236 1,765 1,656 155 143 133 112
21 State and local povernments . 0,622 7,917 5,053 7 6,235 1,465 1,283 1,305 1,257
22 Allothers. .o o o 103,220 | 122,885 | 131,842 ° 128,700 19,637 21,1142 19,892 19,114
Bills, within I year 10 to 20 years
! T
23 AN holders. . o oo et s 163,992 | 161,081 | 159,391 ‘ 159,757 11,865 ¢ 12,900 : 14,927 14,894
24 U.S. Govt. agencies and trust funds, oo ioi oo 449 32 2 ! 3,102 3,102 3,273 3,273
25 F. R. Bunks Po41,279 42,004 39.867 44,597 1,363 1,510 1,800 1,855
26 Private in : 122,264 | 119,035 1 119,522 1 115,158 | 7,900 | 8,295 | 9,847 v, 7606
27 Commercial h ks . ... 17,303 11,996 6.773 1 7,010 339 456 | 811 798
28 Mutual savings biaks, 454 484 | 256 233 139 137 130 123
29 Insurance companies 1,463 1,187 : 810 505 1,114 1,245 1,197 1,232
30 Noafinancial corpor: 9,939 4,329 1.797 t,309 142 133 153 130
31 Savings and loan association: 1,266 806 562 401 04 ' 54 57 56
32 State and local governments. . 5,550 6,092 3.898 4,123 718 ¢ 890 1,043 1,040
33 AILOLhErS . oo e 86,282 ' 94,152 | 105.420 | 101,516 4,884 5,380 | 6,456 6,387
' ' ,l — — —
Other, within | year Over 20 years
I I R
34 All holders. . ... 47,043 69,010 ‘ 60. 168 60,926 14,200 19,738 23,387 23,377
35 U.S. Govt. agencies and trust funds. ..o 1,563 1,874 ,149 i,144 2,350 ‘ 2,495 ‘ 2,642 2,041
F T T Y R 10,290 | 14,698 Ry 447 | 12,408 | 3,042 | S.564 . 7,077 | 7.376
37 Private investors. .. .....ooo it e 45,190 53,03y 46,572 47,475 8,208 ‘ 11,679 14,668 13,560
38 Commercial banks. . ... 13,910 15,482 14, 1058 13,978 427 578 1,107 1.153
39 Mutual savings banks............. 760 9106 | 678 670 143 146 146 106
40 Insurance companies 728 , 1,21l 813 890 548 802 ! 869 9Ll
41 Nonfinancial corporations 1,070 1,441 1,350 1,288 55 81 62 89
42 Suvings and loan associations. ... .. 718 1,430 1,203 L2355 13 16 16 ; 16
43 State and local governments. ... ... . 1,066 3,875 2,055 2,112 904 1,530 1,891 2,123
44 AN OUNEES e v v oo 16,938 | 28,733 | 26,416 | 270184 6,120 8,526 | 91577 8,962

Nore.—Direct public issues only. Based on Treasury Survey

ship from Treasury Bulletin (U.S. ]rulsury Dept.).

but data for other groups include only holdings of those m\mulmns
‘The following tigures show, lor cach category, the number
1978; (1) 5,473 commercial

that report.

an

Data complete for U.S. Govt. agencies and trust funds and F.

d proporton reporting as of June X()

ot Owner-

R. Banks,
govts,,

about Y0 per cent;
and loan assns

banks, 464 mutual savings banks, and 728 insurance companies, each
(2) 435 nonfinancial corporations and 485 savings
S., each about 50 per cent; and (3) 493 State and local
about 40 per cent. .

“All others,” a residual, includes holdings ol all those not reporting
in the Treasury Survey, including investor groups not listed separately.
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1.44 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Par value: averages of daily figures, in millions of dollars

1978 1978, week ending Wednesday—
Item 1975 1976 1977 . L - . - —
1 i
April May | June May 24 | May 31 | June 7 »June 14 | June 21 | June 28
e — | [N F RS e e Il e e
[ U.S. Govt. securities. . ...... 6,027 | 10,449 | 10,838 | 11,163 : 10,609 | 9,704 [ 9,008 | 10,458 | 10,389 8,107 | 9,273 | 10,072
By maturity: X
2 Billse.oi i 3,889 6,676 | 6,746 6.947 | 6,483 5,982 | 5,929 6,998 6,590 | 4,945 5,853 6,425
3 Other within | year...... 223 210 237 465 388 386 312 546 351 376 419 339
4 I-Syears........... .| 1.414 2,317 | 2,318 1,921 1,599 | 1,931 1.516 1,828 2,152 1,658 1,901 1,960
5  5-10 years . 363 1,009 1.148 1,107 1,156 675 722 592 669 598 599 734
6 Over l0years........... 138 229 388 724 984 i 730 529 494 627 530 501 614
By type of customer: !
U.S. Govt, securities ; i
dealers. .. ..ooooua 885 1,360 1.207 . 1.346 1,110 1,210 819 1,327 1,515 1,020 1,037 1,176
8  U.S. Govt. securities .
brokers,............ 1,750 3,407 | 3.709 ; 3,882 . 4,002 3,393 . 3,589 3,191 3.176 | 2,829 3,624 3,467
9 Commercial banks. .. 1,451 2,426 ' 2,295 | 2,157 1,867 1,687 | 1,585 1,924 1,868 1,398 1,602 1,783
10 Allotherst.............. 1,941 3,257 ; 3,567 | 3,777 . 3,631 3,414 3,015 4,017 3.830 2,860 3,010 3,645
11 Federal agency securities.. . .| 1,043 1,548 ‘ 693 ‘ 1,603 1,587 1,828 L, 665 2,045 2,307 1,498 1,401 2,003
1 Includes—among others—all other dealers and brokers in commodi- Transactions are market purchases and sales of U.S. Govt. securities
ties and securities, foreign banking agencies, and the F.R. System. dealers reporting to the F.R. Bank of New York. The figures exclude

X allotments of, and exchanges for, new U.S. Govt. securities, redemptions
Note.—Averages for transactions are based on number ot trading days of called or matured securities, or purchases or sales of securities under
in the period. repurchase, reverse repurchase (resale), or similar contracts.

1.45 U.S. GOVERNMENT SECURITIES DEALERS Positions and Sources of Financing

Par value; averages ol daily figures, in millions of dollars

| i !
J | ; 1978 . 1978, week ending Wednesday— -
Item 1975 ‘ 1976 1977 L . . . .
; . ; | \
; i ; April | May June May 3 | May 10| May 17 | May 24 | May 31 | June 7
- e s L o
Positions?2
1 U.S. Govt. securities........ 5,884 | 7,592 | 5,172 | 3,063 822 2,942 1,450 1,508 --351 103 | 2,049 4,641
2 Billsoooooooioiiioit 4,297 6,290 4,772 3,249 1,109 2,862 1,718 1,312 386 639 1,998 3,879
3 Other within [ year .. 265 188 Y9 239 312 477 378 320 174 365 409 554
4 I-Syears......... 886 515 60 —139 —622 38 — 151 —443 —937 —884 -369 369
5 5-10 years.. o 300 402 92 —166 68 --85 —95 262 38 —18 —4 18
6 OverlOyears........... | 136 198 149 —121 --46 —350 --399 57 --12 1 15 —178
7 Federal agency securities. . . 1 943 729 693 749 1,043 894 985 931 1,003 1,136 1,234 1,171
Sources of financing3
— T T = T T s
8 All sources...ooveeen ooy 6,666 8,715 9.877 9,099 8,397 | 11,120 8,194 8,725 8,321 7,914 8,494 | 11,832
Commercial banks: E
9 New York City.......... 1,621 1,896 1,313 698 249 995 205 52 142 365 434 1,499
10 Outside New York City.. .| 1,466 1,660 1.987 | 2,106 1,649 2,728 1,791 1,590 1,529 1.540 1,871 2,970
11 Corporations!,............ 842 1,479 2,358 2,190 1,823 2,276 1,751 1,771 1,819 1,867 1,910 2,284
12 All others. ... 2,738 3,681 4.170 | 4,105 | 4,677 5,121 4,447 5,312 | 4,831 4,142 | 4,279 5,080
i

1 All business corporations except commercial banks and insurance firms and dealer dcpartments of commercial banks against U.S. Govt.

companies. . and Federal agency securities (through both collateral loans and sales
2 Net umounts (in terms of par values) of securitics owned by nonbank under agreements to repurchase), plus internal funds used by bank dealer
dealer firms and dealer departments of commercial banks on a commit- departments to finance positions in such sccurities, Borrowings against

ment, that is, trade-date basis, including any such securities that have been  securities held under agreement to resell are excluded where the borrowing

sold under agreements to repurchase. The maturities of some repurchase contract and the agreement to resell are equal in umount and maturity,

agreements are sufliciently long, however, to suggest that the securities that is, a matched agreement.

involved are not available for trading purposes. Securities owned, and

hence dealer positions, do not include securitics purchased under agree- Note.—Averages for positions are based on number of trading days

ments to resell. in the period; those for financing, on the number of calendar days in the
3 Total amounts outstanding of funds borrowed by nonbank dealer period.
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1.46 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCILS  Debt Outstanding
Millions of dollars, end of period
i
1977 178
Agency 1474 1975 1976 | .
| |
Dec. Jun. b, Mar. ‘ Apr. ‘ My
1 Federal and Federally sponsored agencies. ... .. ‘ 89,381 i 97,680 | 103,325 | 110,409 111,520 112,945 | 114,371 o 115,903 | 119,728
| ;
2 Federal agencies. .. ... .. oo oo 12,719 | 19,046 20,896 23,245 23,293 24,284 24,095 1 23,766 1 23 864
3 Defense DL;mrm\un‘ . 3 1,220 1,03 983 974 963 954 9449 ' v1i5
4 Export-lmport Bank? . 2,893 7.188 7,801 9156 1 9,156 9,156 Y4106 9,416 . 9.4106
5 Federal Housing Admims.lmuunt 440 | 504 575 S8l 599 602 607 607 608
6 Government National Mortgage Assoc :
participation certificatesd.. ... ... 4,280 4,200 4,120 3.743 3,743 3,743 1,743 3,701 3.701
7 Postal Servivee ..o . 721 1,750 2,998 2.431 2,431 2,431 2,431 2,431 ¢ 2.364
8§ Tennessee Valley Authority . 3,070 3.915 5.185 6,015 | 6,045 6,045 6.195 5, 310 0,485
9 United States Railway A«.snu.ltmn“ ......... 3 209 104 ‘ 336 ¢ 345 344 3449 352 355
10 Federally sponsored agencies.. ... ... .. 76,662 765,634 1 81,426 0 87,004 1 88 227 §U,6061 01,6760 92,137 Strd
1 Federal home loan banks Lo 21,890 18.900 16,811 18,345 18,692 19,893 20,007 20,163 22.217
12 Federal Home Loan Mor orporation. . 1,551 1.550 1,690 1,080 1,708 1,768 1,768 1,639 1,637
13 Federal National Mor widtion ... 28,167 29,963 30,565 : 31.890 32.024 32,553 0 33.350 34,024 35.297
14 Federal Fand h.lnl\\ . 12,653 15,000 17,127 | 19,118 19,498 19,350 19,350 19,686 19,086
15 8,589 9,254 10,494 1,174 1,103 10.958 10,881 10,977 11,081
16  Banks for cooperatives, 3,589 1,655 4,330 4,434 4,625 4,622 4,728 5,040 5.204
17 Student Loan Markctin 220 310 410 ! 515 ) 515 51s 590 600 680
18 Othero.o 3 2 2 2 2 2 2 2 2
MEMO TEMS :
19 Federal Financing Bank debto,5.......... ... .. 4,474 | 17,154 | 28,711 ¢ 38,580 39,522 | 40,605 | 42,169 | 42,964 | 43,871
Lending to Federal und Federally sponsored I H
agencies: '
20 Export-Import Bank?. ... oo 4,595 5,208 5.834 5,834 S5.834 6,094 0,094 6.0v4
21 Postal Serviced . ..o ol L 500 1,500 2,748 2,181 2,181 2,181 . 2,184 2,181 2.114
22 Student Loan Marketing Association7,. ... .. 220 310 410 515 515 515 590 600 680
23 ‘Tennessee Valley Authority 395 [.840 3,110 4,190 4,220 4.220 4,370 4,485 4.660
24 United States Railway Associationo, ... ... 3 200 tod ' 336 345 REVEN 349 352 358
Other lending:9 '
25  Fuarmers Home Administration. ...... ... 2,500 7.000 10,750 | 16,095 16.760 17.545 18.050 19,120 20,09
26 Rural Electrification Administration., ... .. .. .. .. .. .. 566 l 415 2,047 2,809 2,947 - 3,124 3,323 3.498
2T OUREI.s e vee e e 356, 1,134 4,966 \ 6,782 6.858 7,019 7.411 6,809 | 6,380
1 Consists of mortgages assumed by the Detense Department between 7 Unlike other Federally sponsored  agencies, the Student Loan

1957 and 1963 under fumily housing and homeowners assistance programs.

2 [ncludes participation certificates  reclassified as  debt  beginning
Oct. 1, 1976.

3 Off-budget Aug. 17, 1974, through Scept. 30, 1970; on-budget thereadter.,

4 Consists of debentures issued in payment of Pederal Housing Ad-
ministration insurance claims, Once issued, these securities may be sold
privately on the securitics market.

s Certificates of participation issued prior to fiscal 1969 by the Govern-
ment National Mortgage Association acting as trustee for the Farmers
Home Administration; Department ol Health, Education, and Welfare;
Department of Housing and Urban Development; Small Business Ad-
ministration; and the Veterans Administration.

6 Off-budget.

Marketing Association may borrow from the Pederal Financing Bank
(FFB) since its obligations are guaranteed by the Department of Health,
Lducation, and Welfare.

The FFB, which began operations in 1974, is authorized to purchase
or sell ubllgdunns issued, sold, or guaranteed l)y other Federal agencies,
Since FFB incurs debt soldy for the purpose of lending to other agencics
its debt is not included in the main portion of the table in order to avoid
double counting,.

9 Inctudes FFB purchases ol agency assets and guaranteed loans;
the latter contain loans guaranteed by numerous agencies with the
ruarantees of any particular agency being generally small. The Farmers
Home Administration item consists exclusiveiy of ugency assets, while the
Rurat Electritication Administration cntry contains both agency assets
and guaranteed loans,
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1.47  NEW SECURTTY ISSULS of State and Focal Governments

Midions of dollars

| |
i | 1978
Type of issue or issuer, | 1w7s 1976 1977 —-
or use I ' ! | ! i
| o Jan, beb.? Mar. ‘ Apr.m - May June
I AlLissues, new and refunding Ui oo | 30,607 i 35,313 | 46,769 \ 3,300 1 2,748 14,748 3,810 5,401 . 4,192
N ]
By type ol issue: . ' : ;
2 General oblipation 16,020 1 18,040 | 18,042 1.877 1.024 1.425 [.362; 2.211 I 1.905
3 Ruevenue IEERTN | 17,140 | 28,055 Lyt 1,719 3,319 2.437 i 3169 2,221
4 Housing Assistiance \dmlnnu.umn ........ L T £ E IS DS | R,
SOUS Govermment Joins .. Lo 76 - 133 ; 72 'S ] 5 4 ) (R 21 ; O
By type ol issuer: ‘ ! ‘ i I
6 State 7.438 . 7.054 6,354 833 kIR 1409 | 237 873 912
7 Special district sl y i i . 12,441 2 15,304 | 21.717 P24 1,268 | 12 600 ‘ 1861 2,176 1,371
8 Municipalities, counties, townships, school districts . ... 10,060 ‘ 12,845 | 18.0623 | 1,339 [.163 1729 1.702 ‘ 2.331 1.903
| i
9 Issues for new capital, total L oo 29,495 1 32,108 | 36,189 72 914 2,003 3,068 2,595 1 3,118 3,766
By use ol procecds: ‘ i ' . ;
[0 Lducation. . ..., 4,689 1 4,900 5.076 501 415 ¢ 348 332 673 396
[ ummllalmn ‘ 2,208 i 2 L5806 2,951 ° 227 57 273 158 129 339
12 Utilities and L(IIl\(.I\.lIIUll 7,209 9,594 8.1 r4¥5 369 Y59 - 720 | 557 604
13 Social wellre . 4,392 (1,5(\(1 ¥.274 &S5 \ S16 O8R4 - 45 1 951 064
14 [ndustrial aid . 445 483 4.670 246 315 328 273 4y 405
15 OLIUT PUIPOSES . Lo e . 10,552 7,979 i 7,093 540 331 | 476 ‘ 267 460 | 1,358
| I .
I par ancounts of long-ternn issues based on date of sale, SOURCE, Public Securities Association.
2 Only bonds sold purstant (o the 1949 Housing Act, which are secured
by contract reguiring the Housing Assistance Administration to make
annual contributions to the local authority,
148 NEW SFCURITY ISSULS of Corporations
Millions of dollars,
. | 1977 ' 1978
Type o issue ar issuer, 1975 | 1976 1977
Or use : . . i
Nawv, Dec. Jan. Feb, Mar, ‘ April
‘ ; - . . . .
AN ESSUCS oo e 53,019 1 53,488 54,205 ; 5,331 6,531 : 3.013 2,657 14,442 0 3,285
. ] . !
D BOuUS . o 42,750 42,380 42,193 | 3 441 5,362 2,380 2,141 3,620 2,811
|
By type ol offering: i : | , X
3 Public...... 32.583 | 26,453 | 24,180 ¢+ 2.241 1,542 | 1,382 I.404 1,902 1,958
4 Privace place 10,172 115,927 | 18.007 . 1,200 3,820 ¢ 998 067 . 1,718 853
By industry group: ; ' ; .
ManUCIUFIIE . oo e e 16980 13.264 ) 12,510 726 2,375 268 716 1,155 1 534
6 Commercial and miscellaneous. . . . 2,750 4.372 5.887 546 753 280 87 428 421
7 Transportation. ..o v .. 3.439 4387 : 2.033 ; 178 145 123 101 217 291
8 Publicutility. ..o 9,658 8.297 | B,201 NSi 470 284 ¢ 205 631 505
9 Communication. . 3.404 2.787 3.05 ‘ 288 189 519 9 291 15
10 6,409 9.274 | 10.438 | 821 1,223 907 L,a12 898 1,027
! | H
: : |
LD ST0eks . oo I 10,863 | 11,108 | 12,013 i 1,920 1,169 633 526 | 822 474
By type: i |
(82 L S 3.4s8 L 2,808 3.878 ) o4 473 171 138 148 . 235
13 COMIMON e e e T 7.405 I 8.308 8.135 1 1.550 696 402 | 358 674 | 2
! i
By industry group: !
14 Manuta ing . L.o70 I 2,237 o 1,208 50 166 5 L 74 5
15 Commercial and miscellineons. ..o oo oo o .470 183 1.838 122 124 138 gl - 84 183
O TraaspOrGAON . o e e e e e e e 3 24 418 SO e e [P . 23
17 Public utility .. ... 6.2 H ! 6121 0 6,058 878 604 360 260 ‘ 627 238
I8 Communi 1.002 776 ¢ 1,379 725 o "o 25 Lo
19 Real estate and tnancial ... oo oo 488 770 1 1,054 , ! 10

88 165 130 150 ¢ 28
. | :

I Figures, which represent gross proceeds ol issues maturing in amoee companies other than ciosed-end, intracorporate transactions, and sales to

than | ycar, sold “or cush in the United States, are principal amount or foreigners,
number of units muitiplicd by offering price. Excludes otterings ol less
than $100,000, sccondary oflerings, undefined or exemipted issues as SourcCE.- -Securitics and Ixchange Conmmission.

defined in the Securities Act of 1933, cniployee stock plans, investiment
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1.49 OPEN-END INVESTMENT COMPANILES  Net Sales and Assct Position

Millions of dollars

1977 1978
Item 1976 | 1977 T ’
\ Dec. | Jan. Feb. Mar. Apr. May June
— o [ N |_ e R J
INVESTMENT COMPANIES |
excluding money market funds
1 Sales ofownshares!. . ... ... ... .. ... ..., 4,226 6,401 557 638 451 - 613 625 558 487
2 Redemptions of own shares . 6,802 6,027 562 465 348 459 580 831 757
3 NetsaleSere o v i e —2,4906 357 5 173 103 154 45 -273 270
4 Assetsd.......... 47,537 45,049 45,049 43,000 42,747 44,052 46,594 46,969 46,106
5 Cash position4 - 2,747 3.274 ) 3,274 3,608 4,258 4,331 4,592 74 642 4.493
6 10 1 1 44,790 41.775 41.775 39,392 38,489 1 139,721 42,002 | 742,327 | 41.613
tIncludes reinvestment of investment income dividends., Lixcludes 4 Also includes all U.S, Govt, sccurities and other short-term debt

reinvestiment of capital gains distributions and share issue of conversions seeurities.
from one fund to another in the same group.

2 Excludes share redemption resulting from conversions (rom one fund No