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NONBANK THRIFT INSTITUTIONS
IN 1977 AND 1978

Unlike the pattern in previous periods of
rising interest rates, deposit flows at sav-
ings and loan associations and mutual
savings banks were. robust until the end
of 1977, weakened through the second
quarter of 1978, and since June have ac-
celerated again.

StTAFF ECONOMIC STUDIES

The study analyzes **The Relationship be-
tween Rescrve Ratios and the Monetary
Aggregates under Reserves and Federal
Funds Rate Operating Targets’ based on
a multi-asset portfolio model of the finan-
cial sector.

TREASURY AND FEDERAL RESERVE
OPERATIONS: INTERIM REPORT

This report describes the market’s pessi-
mism toward the dollar until November 1,
when authorities of the United States and
several other industrial countrics rein-
forced a major new eflort to correct the
falling dollar.

STATEMENT TO CONGRESS

Chairman G. William Miller states that the
measures undertaken to strengthen the
dollar abroad will also help to control the
persistently high domestic rate of infla-
tion, before the Joint Economic Commit-
tee, Dccember 15, 1978.

RECORD OF PoLICY ACTIONS OF THE
Feperal. OPEN MARKET COMMITTEE

At the meeting on October 17, 1978, the
Committee decided that the existing
ranges for M-2 and M-3 provided for rates
of monetary growth over the year ahead

that were consistent with a moderation of
inflation under the President’s program.
Thus, the Committee adopted ranges of
6% to 9 per cent for M-2 and 7% 1o 10
per cent for M-3 for the period from the
third quarter of 1978 to the third quarter
of 1979. The Committce also indicated
that it expected growth of M-1 to be within
a range of 2 to 6 per cent over that period.
That range was both lower and wider than
the range of 4 to 6% per cent that had
been adopted in July, in recognition of the
uncertainty concerning the size and speed
of the expected shift of deposits from
demand to savings accounts resulting from
the introduction of ATS. The associated
range for commercial bank credit was 8%
to 1% per cent. The Committec also
decided that growth of M-1+ within a
range of § to 7% per cent appeared to be
generally consistent with the ranges of
growth for the other monetary aggregates.

With respect to policy for the short run,
the Committee agreed to instruct the
Manager to seek a Federal funds rate of
around 9 per cent early in the period before
the next regular meeting and subsequently
to maintain the rate within a range of 8%
to 9% per cent. With regard to the specific
objective for the Federal funds rate within
that range, the Committee instructed the
Manager to be guided mainly by a range
of tolerance for the annual rate of growth
in M-2 over the October—November period
of 5% to 9% per cent, provided that the
rate of growth in M-1 over that period did
not excecd 6% per cent.

On November 1 the Treasury and the
Federal Reserve announced a broad pro-
gram to strengthen the dollar in foreign
exchange markets and thereby to counter
continuing domestic inflationary pressures.
As part of this program, the Committee
raised the range for the Federal
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funds rate to 9% to 9% per cent and
instructed the Manager, in deciding on the
specific objective for the rate within that
range, to be guided by developing condi-
tions in domestic and international finan-
cial markets.
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Amendments to Regulations D, E, and K
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Transmission to Congress of tentative
schedule of prices for Federal Reserve
check and automated clearinghouse serv-
ices.
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ment Act.
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regulatory agencies on forcign lending by
large U.S. banks as of June 30, 1978.
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to Regulation Z (Truth in Lending).
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Nonbank Thrift Enstitutipns in 1977 ang" 1978

Sherrv S. Atkinson, of the Cuapital Markets
Secrion of the Division of Research and Statis-
tics. prepared this article.

The pattern of deposit growth at savings and
loan associations and mutual savings banks
during the past 2 years has ditfered significantly
from the experience of previous periods of rising
interest rates. Yields on open market sccurities
have tncreased steadily since early 1977 and
now stand well above the maximum rates pay-
able on deposit accounts at thrift institutions.
Despite these incrcases in market rates, deposit
flows remained relatively robust until the end
of 1977, when they began 1 weaken: this
weakness persisted through the second quarter
of 1978, With the introduction of a variable-
ceiling certificate account on Junc i. [978.
however. deposit growth has accelerated 10 rei-
atively strong levels.

The atypical deposit flows of 1977 and 1978
may be ¢xplained in large part by changes in
account structure that have resulted from regu-
latory actions during the 19705, Following the
introduction of a number of time-account cate-
gories in the carly years of the decade. the
proportion of total outstanding deposiis in ac-
counts with longer mawritics has increased
considerably, This development has enhanced
the stability of deposit growth in periods when
market yields begin t¢ rise. in addition. the
ability of thrift institutions to compete for funds
during periods of high interest rates has been
bolstered by the most recent adjustment in
deposit-rate regulations. which ailows deposi-
tary institutions 1o issue 6-month certificates
whose ceiling rate varics weekly with Treasury
bill rates.

With grcater flexibilitv in acquiring both de-
posits and nendeposit funds, savingy and foan
associaiions and muiual savings banks have
reduced their mortgage iending activity only
moderately with the vecent rise in

nicrest

rates—in contrast 1o carlier periods of credit
stringency. Lending by these institutions had
reached a recard ievel in late 1977 in response
both to sizable deposit inflows and to strong
mortgage loan demand. From late 1977 through
the third quarter of 1978, mortgage lending
contracted somewnat, largely in lagged response
10 slower deposit flows: nevertheless. the thrifi
institutions maintained a high level of mortgage
lending by relving more heavily on nondeposit
liabilities and by limiting their acquisition of
fiquid assets. Moreover. the increased flow of
funds since the introduction of the 6-month
moncy market certificates has allowed the thrift
institutions 10 repienish liquid assets and 1o
increase mortgage lending commitments,

The money market certificates have been g
relatively expensive source of funds. in large
measure because they have attracted deposits
that otherwise would have been held in lower-
vielding accounts. However, the profitability of
the thrift industry had grown appreciably over
the 3 years prior to the introduction of the new
certificates. reaching historically high levels
during the first haif of 1978. Given the record
favorable spread between the average cost of
funds and the return on funds in mid-1978,
most thrift institutions apparently have thus far
absorbed the additional cost of the money mar-
ket certificates with little difliculty. Morcover.
the 6-month certificate  has  attracted new
funds—or maintained existing funds-—that oth-
erwise might have been diverted 10 alternative
investments. Thus. the new instrument allows
the institutions 10 extend more mortgage loans
at current high rates of mnterest, and conse-
quently profitability over the longer run may
well be enhanced.

Credit unions only recently have been au-
thorized 1o issuc moncy market certificaies. in
an effort o aveid a repetition of the net outflow
of deposits 1n October. Prior to that time, the
percentage growth in shares at credit unions had
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outpaced deposit growth at other thrift institu-
tions, continuing the trend of recent ycars. The
authorization 1o issue moncy market certificates
is onc in a serics of regulatory actions that have
broadened the asset and liability powers of
credit unions in 1977 and 1978.

A3
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Portfolio expansion of savings and loan associ-
ations and muwal savings banks remained
strong in the first three quarters of 1977 in spite
of increases in open market interest rates (Table
1). The strength in deposit growth underlying
this expansion was concentrated primarily in

Sources

Billions of dollars at seasonally adjusted annual rates

i. Growth of deposits
Sevings and loans and mutual savings banks combined

Seasonally adjusted annual rates, per cent

o oo

eSS S

20

1974 1976 1978

1977 .
Funds 1976 - - e
Ql | Q2 l Q3. l Q4 -7
SOURCES Savings and loan .associations”
Deposits ..o 50.2 51.5 50.4 59.7 42,3 1 357 .
Borrowed funds?..... -1.7 6.1 8.7 2.6 178|187 -
Other sources. net? ................. 3.5 3,9 1.9 S 44 5.0
Total ...ooiiiiii i . 52.0 “61.4 63.9 67.4 . 64.5 " 1565
Usks P B
" Cash and investments®.............. 6.1 10.5 8.8 6.0 -.3. B
Mortgages* 43.2 46.8 54.9 58.2 60.7 - 50.2
Other? .. .. e 2.6 4.1 3 3.2 4.2 55 .
Total .o 52.0 61.4 63.9 67.4 . 64.5. | 565"
SOURCES Mutual savings banks.
Deposits ... 13.0 11.6 10.7 12.8 " 9.4 - 827 .9 11
Other sources, net® . ... -7 2.7 7 1.0 9 1 4s 19 -]
Total ... s 13.7 14,3 11.4 13.8 : 12,7 88 3
Usks S - R
Cash and investments®.............. 5.8 8.1 2.8 3.9 5 4.5 | -5 4.0 .
MOTIGHEES . eeaeanieieeianann. | aa 2.5 7.2 8.0 8.1 . 68 -] 69 . .4 19"
Other® .. i 3.7 37 9 1.5 1.5 Ly 4 2
Total ... 13.7 143 1.4 13.8 103 ] 12,7 ‘8.8 {130
SOURCES Credit unions - e
Shares 6.0 7.1 7.0 ‘89 |83 9.2 783, 6.0
Current surplus ... 4 4 4 4. L5 .8 - n-}
Toll o ] 6.4 7.5 7.4 9.4 8.8 9.7 (8.7 . 6,5
UsEs . - . T
Cash.and liquid assets® ... . ........ .9 4 -4 3.7 1.7 1.5. .. ~1.5 | =4
Consumer ¢redit..........cooieien.n. 4.9 6.6 7.3 5.2 6.7 7.7 9,8 £ 6.4
Mortgages ... 3 4 4 -4 4 4 <4 R o
Total ... 6.4 7.5 7.4 9.4 8.8 9.7 8.7 65

! Includes net changes in Federal home loan hank advances.
security repurchase agreements. bank loans, and corporate
bond liabilities.

2 Includes net changes in miscelluneous liabilities. proh:
taxes payable. and current surplus less net change in assers
not set out separately under “ruses.”’

3 Includes net changes o deposits and  currency . LS.
Treasury and agency securines, State and focal government
securiries. open market paper, Federa) funds, and repurchus:
agreements.

* Includes net change in mortguges less net change in Joans
in process.

5 Includes net changes in consumer credit and miscellaneous
assets,

% Includes net changes in miscellaneous liabilities and gen-
eral reserve accounts less net change in other assets not sct
out separately under “‘uses.’”

" Includes net changes in cash and deposits, U.S. Treasury
and apency securities, State and local government securities,
commercial paper. and security repurchuse agreements.

¥ Includes net changes in corporate bonds and stock, con-
sumer credit, and miscelluneous asscts.

¥ includes net changes in demund deposits and currency,
savings and loan shares. and U.S. Government securities.
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time accounts (Chart 1). The relatively rapid
growth in time deposits compared with pass-
book accounts continued a trend that has been
evident in the 1970°s (Table 2). This restruc-
turing of deposits has helped moderate deposit
outflows when interest rates begin to rise. owing
10 the higher yiclds available on time deposits
and the substantial penalties exacted for with-
drawal prior 10 maturity.

In the third quarter of 1977, deposit inflows
at both savings and loan associations and mutual
savings banks were exceptionally strong. even
though short-term interest rates by this time
exceeded ceiling rates on passbook and shorter-
term time accounts (Chart 2). Although the
reasons for this strength in deposit growth re-
main uncertain, the number of thrift institutions
offering longer-term certificates at ceiling rates
did increase noticeably during this period. Alsc.
the relative growth of deposits at commercial
banks and at thrift institutions suggests that the
latter attracted a disproportionately large share
of the funds from 4-vear certificates that were
maturing during the period. These deposits had
been acquired between July I and November
1, 1973, when 4-year certificates with minimum
denominations of $1.000 had no ceiling rate of
interest and became known as “wild cards.”
They may have been especially intercst scnsi-
tive, and therefore. those funds remaining in
deposit form upon maturing may have flowed
predominantly into thrift institutions hecause of
the interinstitutional differential in rate ceilings
of %4 of a percentage point.

Net acquisitions of mortgages by savings and
loan associations and mutual savings banks ac-
celerated throughout the first three quarters of
1977 10 record levels. The demand for mortgage
funds, which was quite strong throughout this

Per cent of otal deposits in time accounts

FSLIC-insurcd Mutual savings

Yeur-end savings and loans banks
49.4 25.1
53.3 32.0
559 33.4
57.3 36.1
59.7 3R.6
62.1 40.8

s
N

Per cent per annum

w R Ceilings at S&L 10
Sune i, wig : .
’ /.W i J 8
; ]
o DL L 1977w

g Ceilings at commercial banks
1 2 3 4 5 6 1 8 9
Years to maturity

Ceilings are effective yields afier compounding.

period, was associated not only with the expan-
sion of residential construction. but also with
household borrowing against inflated equity in
the stock of existing homes. (See "*Houschold
Borrowing in the Recovery,” FEDERAL RE-
SERVE BULLETIN, March 1978.) Even with the
rapid growth in mortgages, the strength in de-
posit flows enabled thrift institutions to continue
accumulating liguid assets. As a result, the
liquidity ratio at savings and loan associations
insured by the Federal Savings and Loan Insur-
ance Corporation (FSI.IC)—defined as the ratio
of cash and eligible liquid assets relative to
deposits and short-term borrowings—remained
in the range of 9% to 9% per cent on a scason-
ally adjusted basis, well above the legal re-
quirement of 7 per cent (Chart 3). By the end
of the third quarter, however, the rate of acqui-
sition of cash and liquid assets by savings and
loan associations had begun to slow perceptibly.

Although ihe thrift institutions in generai did
not rely heavily upon borrowed money during
these three quarters. a number of savings and
loan associations did increase their use of such
alternative sources of {unds as security repur-
chase agreements (Rp's) and mortgage-backed
bonds. Funds raised with Rp's increased an
estimated $1.0 billion between December 1976
and September 1977. In addition, issuance of
mortgage-backed bonds in the first three quarters
of 1977 amounted to $600 million, about five
times the 1otal amount issued previously by
savings and loan associations. These relatively
new instruments. which generally have had ma-
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3. Liquidity of FSLIC-insured savings and loans

Per cent

- Average liquicity ratio-.

" Minimum reguired liqui:d'itgy

S : i a
1970 1974 1978
Average liquidity ratio is cash and liquid assets cligible ta
satisfy FHLBB regulatory requirements as a per cent of de-
posits plus borrowings payable within | year; seasonally ad-
justed.

turities of 5 to 10 vears. are collateralized by
morigages in the portfolios of the savings and
loan associations issuing the obligations.

DEPOSIT FLOVW SLOWDGOWN:
1977 Q4 to 197¢ QL

From the later months of 1977 through the
spring of 1978, deposit flows into thrift institu-
tions weakened markedly as open market inter-
cst rates moved well above regulatory ceilings
on most deposit accounts. On a seasonally ad-
justed basis, deposit flows at savings and loan
associations and mutual savings banks com-
bined fell from an average annual rate of $65.6
billion during the first threc quarrers of 1977
to $47.6 billion over the next three quarters
{Table 1). Short-term viclds, which had sur-
passed the ceiling rate on passbook accounts in
the third quarter of 1977. rose to a level ap-
proximately 1% percentage points above tha
ceiling by mid-1978. In responsc. net inflows
10 passbook accounts had virtually ceased by
the first quarter of 1978. Moreover, interme-
diate-term market interest rates moved above
maximum rates payable on time deposits of all
maturities over this period, depressing the
growth of these accounts (Chart 2). Total de-
posit growth at savings and loan associations

and mutual savings banks declined to the
slowest rates since 1974 (Chart 4).

Mortgage lending activity reacted with a
characteristic lag 1o the decline in deposit
growth. For the first time in about 3 years, net
deposit fiows and mortgage repayments-—the
two major sources of funds to savings and loan
associations—failed to keep pace with mortgage
loan commitments. Consequently, the ratio of
outstanding commitments to fuwre 3-month
cash flow from thesc sources began to rise
significantly in the fourth quarter of 1977, and
the associations started to reduce their commit-
ment activity by early 1978 (Chart 5). Thus,
outstanding commitments at these institutions,
including loans in process, peaked at a record
$33.7 billion, seasonally adjusted. in December
1977. Net mortgage acquisitions by both sav-
ings and loan associations and mutual savings
banks, which reached an unprecedented annual-
ized flow of $68.8 billion in the fourth quarter
of 1977, declined in the first quarter of 1978
by neariy 20 per ceni—owing in part to
weather—and remained approximately at that
lower level in the second quarter. Even so, net
mortgage acquisition was still quite high and
was stronger than might have been anticipated
on the basis of past relationships between lend-
ing and deposit flows.

Thrift institutions were able 10 limit the de-
cline in mortgage lending during this three-
quarter period in large part by borrowing exten-

4, Rates of deposit growth
Savings and {oans and mutual savings banks combined

Per cent

1974 1976 1978

Seasonally adpsied annual rutes based on month-end duta.
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Commitments outstanding

Commitments to cash flow

1974 1976 1978

Commitments are as of the end of the month and include loans
in process. Cash flow includes mortgage repayments and net
changes in deposits in subsequent 3 months. Data are season-
ally adjusted.

sively from the Federal home {oan banks. From
September 1977 through mid-1978, outstanding
advances rose nearly $10 billion on a seasonally
adjusted basis to a record $26.2 billion. During
this period, the home loan banks made it known
to member institutions that advances would
likely remain available to help ofiset the pres-
sures of the slowdown in deposit flows. Mean-
while, borrowings by savings and loan associa-
tions from other sources increased. especially
through Rp’s.

Savings and loan associations also were able
10 sustain their morigage originations over this
period by selling more mortgages than they
purchased. Associations in California and cer-
tain other western States primarily accounted for
most of the increased volume of mortgage sales
in secondary markets; however. savings and
loan associations in other areas also increased
their mortgage sales relative to purchases. Net
sales of mortgages by the savings and loan
industry as a whole amounted 1o $0.5 billion
in the fourth quarter of 1977, $0.2 billion in

the first quarter of 1978, and a record $1.0
billion in the second quarter of 1978.

Liquidity positions at savings and loan asso-
ciations and mutual savings banks deteriorated
throughout this period. Despite increases in the |
dollar holdings of cash and investment securities
in the first halfl of 1978, the aggregate liquidity
ratio at FSLIC-insured savings and loan associ-
ations declined steadily on a seasonally adjusted
basis from 9.6 per cent in August 1977 to 8.3
per cent in May 1978 (Chart 3). The average
spread between actual and required liquidity
ratios for these institutions narrowed to an his-
torical low in April 1978 prior to a reduction
in the required ratio to 6.5 per cent eflective
May 1. Liquidity at mutval savings banks fol-
lowed a similar trend.

The profitability of savings and loan associations
and mutual savings banks—as measured by the
ratio of net income to average assets—began
a steady improvement in 1975, rcaching an
historic high during the first half of 1978 (Chan
6). Despite the heavier reliance of thrift institu-
tions on borrowed funds. which in gencral are
more expensive than deposits in periods of rela-
tively high interest rates, the spread between
average morigage returns and the average cost
of funds has risen steadily since the end of 1974.

Net income as per cent of average assets

8
- FSL]C-insured
savings and loans
\ !{z
%\ 4 /. . 6
% "‘ *,
W f V/
4
A
1972 1974 1976 1978
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At FSLIC-insured savings and loan associations
this spread reached a record high of 185 basis
points in the first hall of 1978 (Table 3).

The profit margins of mutual savings banks
have remained significantly below those of sav-
ings and loan associations, a longstanding rela-
tionship that can be attributed to several {actors.
Mutual savings banks are located primarily in
the large financial centers of the Northeast.
where there is intense competition for savings

Earnings IC-insured savings
and o
Per cent
— -
Interest
Cost of return on . | Col. 2 less
! Py v,
Period funds mortgages | . col. !
. (1) 2) 3)
1967
Hi ..... 4.76 6.00 1.24
H2 ..... 4.66 6.02 1.36
1968
HI ..... 4.71 6.08 1.37
H2 ..... 4.76 6.17 - 1.4l
1969
HI ...... 4.82 6.29 1.47
H2 ... 4.94 6.40 o146
1970 '
HI ..... 5.24 6.50 1.26
H2 ... 5.36 6.62 1.26
1971 :
HI ..... 5.38 6.75 1.37
H2 ..... 5.37 6.86 1.49
1972
HT ..... 5.39 6 1.54
H2 ..... 5.37 7.02 1.60
1973
HI ..... 5.46 7.10 1.64
H2 ..... 5.72 7.23 1.51
1974
Hi ..... 6.00 7.35 1.3%
H2 ..... 6.2 7.51 1.23
1975
HI ..... 6.31 7.59 1.28
H2 ....- 6.34 7.74 1.40
1976
Rl ..... 6.35 7.87 1.52
H2 ..... 6.40 .03 1,63
1977
RHi ..... 6.39 8.14 1.75
H2 ..... 6.48 8.28 1.80
1978
HI ..... 6.54 8.3 1.85

Uinterest and dividends paid on savings, FHLB advances.
and other horrowed money as @ per cent of average savings
and horrowings.

among the thrift institutions and where deposi-
tors are apparently sensitive to fluctuations in
yields on alternative investments. As a result,
during periods of high interest rates, these insti-
tutions experience relatively large deposit out-
flows and thus are limited in acquiring new
higher-yielding assets.

In addition, more than half of the assets of
the savings bank industry are in institutions in
New York State, where an 8'2 per cent usury
ceiling has made it more difficult to earn a
market rate of return during periods of credit
stringency.! The greater concentration of sav-
ings and loan associations in the western and
southern States, where housing demand and
deposit growth have been relatively strong, has
enabled these institutions to earn higher profits
by maintaining a larger proportion of their port-
folios in new, higher-yielding assets.

Despite increases in the level of earnings, the
capital position of thrift institutions—measured
as the ratio of net worth at savings and loan
associations, or general reserve accounts at mu-
tual savings banks, to assets—has declined sec-
ularly (Chart 7). In early 1977, net worth rela-
tive 10 assets at savings and loan associations
leveled off at roughly 5.5 per cent, down a full
percentage point from early 1972, The decline
in the capital position of mutual savings banks
has been less pronounced. perhaps because of
their relatively weaker growth in deposits. Since
the beginning of 1977, the ratio of general
reserve accounts to assets of savings banks has
ranged between 6.7 and 6.8 per cent, only
slightly less than the 1972 ratio and down less
than % of a percentage point from the highs
expericnced in 1974, However. the capital po-
sition of mutual savings banks has weakened
markedly from the ratio of 8.5 per cent recorded

! Mutual savings banks in New York State may hold
out-of -State—defined as nonadjoining-State—conven-
tional mortgages in amounts up 1o 20 per cent of assets.
Furthermore, there is no limit on the dollar volume of
Government-underwritten mortgages. adjoining-State
mortgages. and mortgage-backed securities in portfolios
of New York State savings banks; and savings banks
may acquire limited amounts of corporate obligations,
municipal securities, U.S. Government securities, and
Federal agency securities.
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i

7. Capital positions ¢

e

Per cent

— T~

Mutual savings banks

Savings and loans

; | . ’
1972 1974 1976 1978

Capital positions arc net worth as & per cent of assets for
savings and Joan associations and general reserve accounts as
a per cent of assets for mutual savings bunks. Data are for
end of period.

in the early 1960's and those of 9.0 10 9.5 per
cent in the 1950,

IN MID-1978

In the face of markedly weakened deposit

growth and sharply increased reliance on
nondeposit {unds, the Federal regulatory agen-
cies authorized the issuance of two new certifi-
cates at commercial banks and thrift institutions
beginning June 1, 1978. These certificaies were
designed to aid depositary institutions in at-
tracting and retaining funds—especially during
periods of high interest rates—and to reduce the
potential for a serious disruption of morntgage
credit flows. The longer of the two certifi-
cates—the 8-vear account—has & minimum de-
nomination of $1.000 and currics a ceiling rate
of § per cent at thrift institutions and 7% per
cent at commercial banks. Even so. open market
rales on securities with comparable maturity
climbed above the ceiling rates on this instru-
ment shortly after its introduction (Chart 2). As
a result, sales of this long-term certificate prob-
ably have been relatively sluggish. attracting
littie additional money 1o the institutions.

in contrast, the other new {ime accouni—-the
6-month money market ceriticate—was  de-
signed 1o vield a competitive reiurn regardless

of open market rates. The maximum rates pay-
able on newly issued money markert certificates
vary weekly with the average discount vield on
newly issued 6-month Treasury bills. Thrift
institutions may pay a nominal yield of up to
25 basis points above the average discount rate
set in the weekly auction of 6-month Treasury
bills while commercial banks may pay interest
at the discount rate on such instrumems. De-
positary institutions may compound interest on
the money market certificate as on any other
deposit account. The minimum denomination of
the 6-month time deposit is $10.000. the same
as that for 6-month Treasury biils.

Surveys indicate that many depositary insti-
tutions have adopted this new instrument. At
the end of October. an estimated 75 per cent
of commercial banks, including almost all of
the large institutions, were offering the vari-
able-ceiling certificate. Participation by thrift
institutions was also widespread. with roughly
90 per cent of savings and [oan associations and
almost 70 per cont of mutual savings banke
issuing the money marker certificate. Morcover.
the majority of institutions offering the 6-month
instrument were paying the maximum allowabic
yields. These yields have increased sharply
since introauction of the new certificate (Charz
8). so that maximum etlective yields at thrift in-
stitutions. which were about 7% per cent in June,
have since risen over 2% percentage points,

Per cent

10

Maximum effective yield

D

Sept. 6 Oci 6 Nov. ! Dec
Week ending

Jun.F o uk S

Ang. 2

Yields correspond 1o regulatory ceilings assummg continuous
compounging of mnicrest on the basis of a 360-dav year.
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DEPCSIT FLOWS REBGUND

The money market certificate has attracted 2
sizable volume of deposits in its first 5 months
(Table 4). Through October 1978, sales at thrift
institutions are estimated to have totaled about
$34 billion, accounting for about 6 per cent of
total deposits outstanding at these institutions.

To a large extent, the growth of money mar-
ket certificates at thrift institutions represents a
shifting of deposits from other accounts. Such
a shift is suggested by the recenmt patiern of
growth in time and passbook account deposits:
in the first 2 months of certificate issuance,
passbook deposits declined by an average an-
nual raie of more than 15 per cent, while time
deposits grew at an average rate of more than
30 per cent (Chart 1). The institutions them-
selves have estimated that the proportion of
certificate sales representing new money—that
is, money new to the individual institu-
tions-—ranges from about 25 10 35 per cent for
mutual savings banks to about 40 to 50 per cent
for savings and loan associations. These per-
centages may not be a reliable gauge of the
aggregate impact on deposit flows, however, for
they include transfers of funds between like
institutions, and more important, they make nc
aliowance for the retention of shifted passbook
or maturing certificate dollars that might other-
wise have been diverted 10 high-vielding open
market instruments.

An cxamination of aggregaie data on thrift
nstitutions suggests that the money market cer-
tificate has had a significant positive impact on
the deposit growth of thrift institutions. The
combined growth of savings and loan associa-
tions and mutual savings banks has avcraged
around [23% per cent (seasonally adjusted annual

rate} since June, compared with about 6 per cent
earlier in 1978. In light of the sharp increases
in open market interest rates since mid-1978,
markedly weaker deposit growth would have
been expected in the absence of the new instru-
ment; during previous periods of comparable
open market yields, deposit growth at thrift
institutions was in the range of roughly 3 to
5 per cent.

In the third quarter of 1978, thrift institutions
apparently used most of the proceeds of the
certificate sales to rebuild liquid assets and to
moderate their borrowing. In part this may re-
flect a normal lag in adjusting mortgage ioan
originations following an unanticipated surge in
deposits; it likely also reflects a desire to repair
some of the damage done earlier in the year
to their balance sheets. Sizable increases were
recorded in cash and liquid assets at both mutual
savings banks and savings and loan associa-
tions. As a result, the liquidity ratio at FSLIC-
insured savings and loan associations, season-
ally adjusted, increased for the first time this
year (Chart 3). At mutual savings banks, cash
and short-term investment securities rose rela-
tive to outstanding deposits.

With the enlarged flow of deposits to the
institutions, borrowing from Federal home loan
banks and others has declined significantly.
Following a seasonally adjusted increase in
home loan bank advances of about $6.0 billion
in the first 5 months of 1978, advances have
risen by less than $4.0 billion in the second 5
months. Over the same period, borrowing from
ather sources has also dropped off markedly.

Guistanding mortgage commitments at sav-
ings and loan associations, which had been
declining since the end of 1977, bottomed out

<. Zstimated inflows Inte moency merhes certificaie accounts

Billions of dollars except as noted

ot -:'(‘fp'fr'i_'ﬁc:atqs_-.bulsianding.
Inflows ! | ¢ end of QOctober
Institution June ! July August September October ) .'2:'=An'wl'1.n'l_:."~' .Per cem?
Commercial banks ...... 3.4 2.3 1.9 4.2 130 T as
Savings and loans. .. ... ] 6.0 3.1 4.0 6.9 249 . 859
Mutual savings banks. .. 1.9 1.5 1.1 2.8 - 89 .. 6.4
Al oo 11.3 6.9 7.0 13.9 S 47T - 5.0

Poinflows into certificates at commercial banks and mutual savings banks through the tust Wednesday of the month. Estimates
of the saies of certificates at savings and loan ussociations based on sample data tor 247 large associations,
* Per cent of total outstanding small-denomination tuine and savings deposits for commercial banks.
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with the initial pick-up in deposit flows in June
and since then have risen appreciably on a
scasonally adjusted basis (Chart 5). Net mort-
gage acquisitions, on the other hand, have fol-
lowed the normal lagged pattern, showing little
change in the third quarter of 1978.

However, to the extent that the money market
certificates stimulate the flow of funds to the
thrift institutions during periods of high intercst
ratcs, the availability of residential mortgage
credit should be greater than in past periods of
comparable credit stringency. With the new
certificates, thrift institutions may book high-
yiclding mortgages at a time when they other-
wise would have been forced to contract their
portfolios.

EFFECT OF MONEY MARKET
CERTIFICATES ON EARNINGS

The money market certificates, which have in-
creased the cost of funds to the thrift institu-
tions, probably have cut into carnings. The
greatest cost impact is associated with the shift-
ing of funds that otherwise would have remained
in passbook accounts or rolled over into time
accounts at the same institutions. For example,
funds that previously carned an effective yicld
after compounding of no more than about 5%
per cent in passbook deposits, would have
earncd ctfective yields averaging more than 8%
per cent if they had been transferred into money
market certificates between June and December
of this year. The cost burden of such shifting
has likely been heaviest for mutual savings
banks——especially those located in market arcas
where there is intense competitive pressure to
olfer the new certificates at ceiling rates. Com-
pared with savings and loan associations, mu-
tual savings banks have a greater proportion of
total deposits in large passbook accounts and
thercfore are more vulnerable to costly deposit
shifting. With profit margins lower at savings
banks than at savings and loans, incrcases in
the cost of funds have a larger relative impact
on savings bank earnings. Moreover, the
spread between maximum eficctive rates paid
on newly issucd moncy market certificates and
mortgage yields has narrowed fairly steadily

since June and in somc parts of the country may
not now cover the cost of intermediation. Even
in the short run, however, the negative impact
on thrift institution earnings from the declining
rate of return on assets is mitigated by increased
accumulation of assets.

As a result of these earnings pressures, some
thrift institutions have become less aggressive
in advertising and promoting the certificates.
Scattered reports suggest that, in addition, a
number of thrift institutions have offered less
than maximum allowable rates, set purchasc
maximums, or totally suspended certificate is-
suance. Competitive pressures in many market
arcas have restricted this development. And
with the beginning of rollovers in carly De-
cember, a number of institutions have again
stcpped up promotion of the money market
certificate.

From a longer-run perspective, the new cer-
tificates could increase earnings over time, as
short-term interest rates decline, because they
have allowed the institutions to book more
high-yiclding mortgages with an average life of
8 to 12 years. For this reason, many thrift
institutions intentionally may accept a negative
rate spread tcmporarily (when the cost of money
market certificates exceeds the mortgage yield)
in order to promote long-run profitability. The
relatively strong carnings position of thrift in-
stitutions, at least in the aggregate, permits such
a strategy. In contrast, during other periods in
which short-term interest rates exceeded long-
term rates, the institutions experienced deposit
outflows and contractions in mortgage lending.

CONTINUED GROWTH AT
CREDIT UNIONS

In linc with the trend of recent years, the per-
centage growth in shares of credit unions con-
tinued to outpace deposit growth at the other
thrift institutions. Share account balances at
credit unions increased $7.7 billion during
1977, representing a gain of 19.6 per cent.
Although share growth moderated to an annual
ratc of 16.7 per cent in the face of high and
rising market interest rates during the first 9
months of 1978, it has remained well in excess
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of the growth rate at savings and loan associa-
tions and mutual savings banks (Chart 9).
However, credit unions experienced net deposit
outflows in Qctober, and consequently the Na-
tional Credit Union Administration authorized
Federally chartered credit unions to offer the
6-month money market certificate beginning
November 20. Credit unions may issue certifi-
cates at the thrift-institution ceiling rate in min-
imum denominations of $10,000.

Consumer lending, the primary investment
outlet for credit unions, surged dramatically in
response to the exceptionally strong demand for
instalment credit that has marked the present
economic expansion. Credit unions increased
their outstanding consumer loans by a record
annual total of $6.5 billion during 1977, and
net lending accelerated to a seasonally adjusted
annual ratc of $8.7 billion during the first half
of 1978 before moderating to $6.4 billion during
the third quarter. Loan-to-share ratios at credit
unions have climbed markedly during the past
2 years in the face of this heightened lending
activity, while the ratios of liquid assets to total
assets have declined to historic lows.

Since late 1977 the National Credit Union
Administration has authorized Federally char-
tered credit unions to offer a wider variety of
fixed-ceiling share accounts and has relaxed the
constraints on mortgage lending. In addition to
the traditional share account, which is similar
to a passbook savings account at other institu-
tions, Federal credit unions now are permitted
to offer share certificates with maturities of 90
days or longer. The interest rate ceiling on these

9. Deposit growth at thrift institutions

Per cent

20

1976 1o

Secasonally adjusted annual rates.

certificates is 7% per cent—8 per cent for indi-
vidual retirement and Keogh accounts—in con-
trast to the 7 per cent ceiling on regular share
accounts. In addition, some credit unions now
may offer ‘‘share draft’’ accounts, which permit
the depositor to withdraw funds via third-party
payments. Also, Federal credit unions have
been given authority to make 30-year residential
mortgage loans, an activity already permitted
for certain State-chartered credit unions. Pre-
viously, Federal credit unions had been limited
to 10-year maturities on such loans.

Finally, the Congress has recently enacted
legislation that would create a central liquidity
facility to meet the temporary and emergency
liquidity needs of credit unions. The facility
will provide these thrift institutions with a lender
of last resort designed to improve the financial
stability of its members. [
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Staff Economic Studies

The research staffs of the Board of Governors
of the Federal Reserve System and of the
Federal Reserve Banks undertake studies that
cover a wide range of economic and financial
subjects, and other staff members prepare
papers related to such subjects. In some in-
stances the Federal Reserve System finances
similar studies by members of the academic
praofession.

From time to time the results of studies that
are of general interest to the economics pro-
fession and to others are summarized—or they
may be printed in full—in this section of the
FEDERAL. RESERVE BULLETIN.

STUDY SUMMARY

In all cases the analyses and conclusions set
forth are those of the authors and do not
necessarily indicate concurrence by the Board
of Governors, by the Federal Reserve Banks,
or by the members of their staffs.

Single copies of the full text of each of the
studies or papers summarized in the BULLE-
TIN are available in mimeographed form. The
list of Federal Reserve Board publications at
the back of each BULLETIN includes a sepa-
rate section entitled *‘Staff Economic Studies”
that enumerates the papers prepared on these
studies for which copies are currently available
in mimeographed form.

THE RELATIONSHIP BETWEEN RESERVE RATIOS
AND THE MONETARY AGGREGATES UNDER RESERVES AND
FEDERAL FUNDS RATE OPERATING TARGETS

KENNETH J. KoPECcKY—Staff, Board of Governors

Prepared as a staff paper in the summer of 1978

This paper examines the theoretical relationship
between the required reserve ratios of banks
against demand and time deposits and both the
average level and the short-run variability (un-
expected movements around the average level)
of a monetary aggregate such as demand depos-
its. The analysis is developed under two alter-
native Federal Reserve operating targets—re-
serves and Federal funds rate—and is based on
a multi-asset portfolio model of the financial
sector.

For the reserves operating target, the analysis
shows that both the level and the variability of
demand deposits are invetsely related to the

demand deposit reserve ratio. Under this
operating target if one aim of policy were to
minimize demand deposit variability, the de-
mand deposit reserve ratio should be set at its
upper limit—a result consistent with findings
that have been reported in the literature.

The analysis presented in this paper finds a
striking difference for the demand deposit re-
serve ratio in the case of a Federal funds rate
operating target. Under this operating target,
both the level and the variability of demand
deposits are either unaffected by or positively
related to the demand deposit reserve ratio.
Thus, a lowered reserve ratio against demand
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deposits may lead to a reduction in demand
deposit variability.

Essentially, under a reserves operating target
causality runs from a policy-determined level
of bank reserves to an induced quantity of
deposits. The size of the resulting quantity of
deposits depends on the size of the reserve ratio,
with a higher reserve ratio inducing a smaller
quantity of deposits. For a funds rate operating

target, causality basically runs in the opposite
direction: deposits to reserves. Given the quan-
tity of deposits demanded by the public at the
policy-determined level of the funds rate, suffi-
cient reserves are created to enable banks to
satisfy their reserve requirements. Under a funds
rate operating target, the size of the reserve ratio
determines principally the size of the induced
quantity of reserves. O
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Treasury and Federal Reserve
Foreign Exchange Operations: Interim Report

This interim report, covering the period August
through October 1978, is the twelfth of a series
providing information on Treasury and System
foreign exchange operations to supplement the
regular series of semiannual reports that are
issued usually in March and September. It was
prepared by Alan R. Holmes, Manager, System
Open Market Account, and Executive Vice
President in charge of the Foreign Function of
the Federal Reserve Bank of New York, and
Scott E. Puardee, Deputy Manager for Foreign
Operations of the System Open Market Account
and Vice President in the Foreign Function of
the Federal Reserve Bank of New York.

During the 3-month period under review, mar-
ket pessimism toward the dollar deepened. As
selling pressure intensified, dollar rates plunged
to record lows against several currencics, ¢x-
ceeding any levels justified by underlying eco-
nomic conditions. On November |, the U.S.
authorities reinforced a major new eflort, in
coordination with the authorities of several other
industrial countrics, to correct what President
Carter termed “‘the excessive decline of the
dollar.”” The November 1 package was broadly
well received, and good two-way trading was
soon restored with the dollar at levels signifi-
cantly above the lows at the end of October.
The market’s pessimism  during the Au-
gust—October period reflected the persistence of
serious economic imbalances among major in-
dustrial nations. For some time, market partici-
pants and government officials alike had cx-
pressed concern over the difterential rates of
cconomic growth between the United States,
which had posted a solid expansion since 1975,
and most other industrial countries, where
growth had been disappointingly slow. This

I. Federal Reserve
reciprocal currency arrangements

Millions of dollars

Amount Amount
of facility, Increases, of facility,
Institution Oct 31, 1978 Nov. 1, 1978 Nov. [, 1978
Austrian National Rank ... . 250 250
National Bank of Belgium 1,000 1,000
Bank of Canada ... 2,000 . 2,000
National Bank of [ 250 250
Bank of England 3,000 .. 3,000
Bank of France .................. . 2,000 2,000
German Federal Bank . .. 4,000 2,000 6,000
Bank of Ttaly ........... . 3,000 .. 3,000
Bank of Japan .. . 2,000 3,000 5.000
Bank of Mexico................. . 360 360
Netherlands Bank.......... .. .. . 500 500
Bank of Norway 250 250
Bank of Sweden.. 300 300
Swiss Nitional Ban! 1400 2,600 4,000
Bank for [nternational Settlements:
Swiss francs/dollars........... . 600 600
Other authorized European
currencies/dollars ... .. . . 1,250 1,250
Total . ..o . 22,160 7.600 29.760)

difference in growth performance, coupled with
special factors such as the carlier jump in the
U.S. oil import bill, had contributed to a mas-
sive imbalance in trade and current accounts
among the industrial countries, with the United
States in substantial deficit and others—such as
Japan, Germany, and Switzerland—in substan-
tial surplus.

The dollar exchange rates against the curren-
cies of these countrics had already declined
substantially over the previous year, but the
effects of these changes on trade balances had
not yet fully materialized. Moreover, the dol-
lar’s decline was contributing to the quickening
of inflation in this country. By contrast, in other
countries price performance was improving,
particularly where the appreciations of curren-
cics lowered import costs.

Many market participants had become skep-
tical that these disparities in price trends would
be reversed in the ncar term and perceived a
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considerable downslide risk for the dollar. Pro-
fessional dealers, therefore, became reluctant to
buy and hold dollars whenever the dollar came
on offer. Trading in dollars became increasingly
one way. Some market participants found that
they could profit by selling dollars short, while
others sought to protect themselves against fur-
ther erosion of the value of their assets by
shifting into foreign currencies and other com-
maodities such as gold. Beginning in September,
the tensions in the dollar market were com-
pounded by a rencwed burst of speculation over
a possible realignment of currencies within the
Europecan Community (EC) ‘‘snake’” as a pre-
lude to the broader European Monetary System
under ncgotiation by EC members. The German
mark was revalued against the other snake cur-
rencies on October 15, but the reversal of the
earlier positions had barely begun by the end
of the month.

By late summer, however, underlying condi-
tions were beginning to improve, and there was
reason to expect that the improvement would
continue. Economic expansion in Germany and
Japan was more solidly based and the govern-
ments were introducing additional stimulative
measures. For Japan export and import volumes
were beginning to respond to the exchange-rate
change. At the same time, the growth of the
U.S. cconomy was moderating. Following the
bulge in the U.S. trade deficit carly this year,
import demand was beginning to slacken while
cxports were expanding rapidly. Moreover, fur-
ther stabilization measures were being taken by
the U.S. authorities. Monetary and fiscal poli-
cies were progressively tightened. The Congress
passed the long-awaited energy bill. On October
24, President Carter announced a comprehensive
anti-inflation program, including additional
budgetary restraints and the introduction of vol-
untary wage and price guidelines.

Throughout the 3-month period, the Treas-
ury and the Federal Reserve continued to in-
tervene to counter disorderly conditions in the
New York market in operations conducted by
the Foreign Exchange Trading Desk of the Fed-
eral Reserve Bank of New York. These opera-
tions were mainly in German marks, on behalf
of both the Fedcral Reserve and the Treasury,

using balances acquired from correspondents or
drawing on the respective swap arrangements
with the German Federal Bank. The Desk also
intervened in New York in Swiss francs both
for the Federal Reserve, drawing on the swap
line with the Swiss National Bank, and for the
Swiss National Bank. In all, the Desk operated
on 31 of the 64 business days during the period,
selling on behalf of the U.S. authorities a total
of $2,204 .4 million equivalent of German marks
and $294.2 million equivalent of Swiss francs.

By the end of October, however, the decline
of the dollar had clearly been excessive against
a number of major currencies. From the early-
August levels, the dollar had fallen by a net
18 per cent against the German mark, 17 per
cent against the Swiss franc, and 7 per cent
against the Japanese yen. Moreover, the dollar
had declined generally vis-a-vis other major
European currencies: against the French franc
by 10 per cent, the pound sterling by 8 per cent,
and the Italian lira by 6 per cent. And, in view
of the prevailing mood and trading conditions
in the exchange markets, few expected the dol-
lar’s slide to stop on its own or be reversed
over the short run,

For the United States, the dollar’s decline
threatened to undermine the cffort to curb infla-
tion, including the newly announced voluntary
wage and price control program. It also threat-
encd to undercut the efforts of the Japancse,
German, Swiss, and other governments to stim-
ulate domestic growth. Conscquently, by late
October the U.S. authorities were in close con-
sultation with their counterparts in other coun-
tries, and the essential elements of a coordinated

approach to correct the situation were in place

by the end of the month.

On the morning of November 1, President
Carter, the U.S. Treasury, and the Fedcral Re-
serve announced various actions to be taken.
The President emphasized the link between this
program and the broader anti-inflation policies
of the U.S. Government as well as the fact that
the program had been developed and would be
implemented in close cooperation with major
governments and central banks abroad. The
program featured a further tightening of mone-
tary policy, including a 1-percentage-point in-
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2. Foreign exchange operations:
Summary, July 31-October 31, 1978

Millions of dollars equivalent; data are on a transaction-date basis.

Transactions with

Type of transaction German Federal Bank

Reciprocal currency arrungements
Commitments outstanding,

July 31, 1978 ... 650.5
Drawings or repayments (. )

Aug. 1--Oct. 3L, 1978 ... (1,157.5
Commitments outstanding, -551.9

Oct. 31, 1978 ... 1,256.1

U.S. Treasury swap arrangement

Commitments outstanding,

July 31, 1978 197.0
Drawings or repayments (),

Aug 1-Oct 31, 1978 .o {_ 1969
Commitments outstanding, —343.5

Oct. 31, 1978

........................... 650.4

Transactions with
Swiss National Bank

Reciprocal currency arrangements
Commitments outstanding,

July 31, 1978 ... 22.9
Drawings or repayments (),

Aug. 1-Oct. 31, 1978 ... . ........ 294.2
Commitments outstanding,

Oct. 31, 1978 ... ... Ll 317.0

Special swap arrangement
Commitinents outstanding,

July 31, 1978 ... 278.8
Repayments, Aug. 1-Oct, 31, 1978 ... -91.9
Commitments outstanding,

Oct. 31, 1978 ... 186.9

U.S. Treasury securities (foreign
currency series)
Commitments outstanding,
July 31, 1978 ...... e §50.4
Issues or redemptions (-)

Aug. | -Oct. 31, 1978 -137.5
Comniiments outstanding,
Oct. 31, 1978 ... 712.9

crease in the Federal Reserve discount rate to
an historic high of 9%z per cent and a $30 billion
package of foreign currency resources to finance
U.S. participation in coordinated intervention in
the exchange markets. For the Federal Reserve,
this comprised a $7.6 billion increase in the
swap network through increases in the swap
arrangements with the German Federal Bank by
$2 billion to $6 billion, with the Bank of Japan
by $3 billion 1o $5 billion, and with the Swiss
National Bank by $2.6 billion to $4 billion. The
Federal Reserve also announced the activation
of the swap arrangement with the Bank of
Japan. For its part, the Treasury announced that
it would draw $3 billion from the U.S. reserve
position with the International Monetary Fund
and sell 82 billion equivalent of special drawing
rights to mobilize balances of German marks,
Japancse yen, and Swiss [rancs. The Treasury
also announced that it would issue foreign cur-
rency-denominated sccurities up to $10 billion.

The Desk followed up the announcements
with active intervention in the New York market
in German marks, Swiss francs, and Japanese
yen. These operations were fully coordinated
with intervention by other central banks in their
own markets and in New York for their own
account. The dollar rcbounded sharply, and
there were similar favorable responses in U.S.
financial markets generally. Over the next days
the central banks occasionally found it necessary
1o respond forcefully. Gradually, however, the
market came into better balance, with good
two-way trading at levels well above the late-
October lows. The technical conditions alone
favored a firm dollar, as the covering of previous
short positions and unwinding of commercial
leads and lags began to bolster the demand for
dollars. But the central banks remained prepared
to intervene quickly and in size whenever re-
newed selling pressure on the dollar threatened
to crupt. By November 30, the dollar had ad-
vanced 11% per cent against the German mark,
15% per cent against the Swiss franc, and 11%
per cent against the Japanese yen.

As indicated, in intervention operations dur-
ing the August—October period, the Desk of the
Federal Reserve Bank of New York sold Ger-
man marks and Swiss francs on behalf of the
.S, authoritics. Of the $2,204.4 million
equivalent sales of German marks, $1,318.4
million was for the account of the Federal Re-
serve and $886.0 million for the Treasury. Of
the Federal Reserve’s sales, $1,157.5 million
cquivalent was financed by drawings under the
swap linc with the German Federal Bank. The
rest was financed by balances acquired from
correspondents. However, the Federal Reserve
was able to liquidate a total of $551.9 million
of swap debt in marks from other acquisitions
of marks from correspondents during the 3-
month period. Conscquently, net drawings by
the System in marks for the period amounted
to $605.6 cquivalent, raising the total to $1,-
256.1 million equivalent by October 31.

Similarly, the Treasury financed $796.9 mil-
lion of its intervention in marks by drawings
on its swap arrangement with the German Fed-
eral Bank, with the rest coming from balances.
The Treasury's repayment of previous swap
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debt amounted to $343.5 million cquivalent
during the 3-month period. Total debt under the
Treasury's swap linc rose by a net of $453.4
million equivalent to $650.4 million equivalent
at the end of October.

In Swiss francs, the Federal Reserve sales of
$294.2 million equivalent were financed by fur-
ther drawings on the swap arrangement with the
Swiss National Bank. The System’s swap debt
for current operations in Swiss francs rose from
$22.9 million of francs in carly August to
$317.0 million equivalent on October 31.

In addition, the Federal Reserve and the U.S.
Treasury continued with the program agreed to
in October 1976 for an orderly repayment of
pre-August 1971 Swiss franc-denominated lia-
bilitics still outstanding with the Swiss National
Bank. The Federal Reserve liquidated $91.9
million equivalent of special swap debt with the
Swiss central bank, leaving $186.9 million
cquivalent of indebtedness still outstanding as
of October 31. These repayments were financed
with francs purchased directly from the Swiss
National Bank mainly against dollars but also
against marks. The Treasury used Swiss francs
purchased dircctly from the Swiss central bank
1o repay $137.5 million cquivalent of franc-

3. Net profits and losses (=) on U.S. Treasury
and Federal Reserve forcign exchange
operations, August 1 through October 31,
1978

Millions of dollars

Liguidations of
foreign currency
debts outstanding

as of Aug. 15, 1978

Current

Ingtitution aperations

Federal Reserve ... ... -15.3 -92.8
Exchange Stabilization
Fund ................. 3.2 -129.7

denominated securities, leaving $712.9 million
equivalent of these obligations still outstanding
as of October 31.

In view of the dollar’s depreciation, repay-
ments of earlier obligations in German marks
and Swiss francs led to realized net losses for
the Federal Reserve and the U.S. Treasury in
operations during the Augusi—October period.
For the Federal Reserve, these losses amounted
to $15.3 million on current operations and $92.8
million on liquidations of the longer-term Swiss
franc indebtedness. For the Treasury, the real-
ized net losses amounted to $3.2 million on
current operations and $129.7 million on liqui-
dation of the longer-term Swiss franc indebt-
edness. O
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Statement to Congress

Statement by G. William Miller, Chairman,
Board of Governors of the Federal Reserve
System, before the Joint Economic Committee
of the U.S. Congress, December 15, 1978.

Mr. Chairman, members of this commiitee,
thank you for the opportunity to participate in
this important dialogue. At present, the econ-
omy is at a critical juncture. Economic growth
has continued at a moderate pace, but the rate
of inflation is unacceptably high and poses an
ever-growing threat to our social and economic
structure. While the challenge for public policy
is clearly formidable, these problems are not
insurmountable. The Federal Reserve, for its
part, is continuing to pursue a monetary policy
that aims at a reduction of inflationary pressures
while encouraging continued cconomic growth
and high levels of employment.

The rise in economic activity has been both
vigorous and generally well balanced since the
present cxpansion began in carly 1975. The
sharp swings in inventories and production that
have ended previous cyclical upswings have
been avoided. Growth in the latter part of this
year—well into the fourth year of expansion—
has moderated, but this represents a desirable
adjustment in the pace of activity, given the
intensification of inflationary pressures, the rise
in capacity use, and the decline in unemploy-
ment that has occurred over the expansion pe-
riod.

The persistence and recent intensification of
high inflation has been the most serious problem
in the present expansion. Consumer price in-
creases generally remained in the 6% per cent
range over the 1975-77 period, but these prices
have risen at a 9% per cent pace thus far this
year. Some of this acceleration can be attributed
to weather-related disturbances and to unex-
pected developments in the farm scctor. Labor
cost pressures also have played an important

rolc as wage gains have moved up to about 8%
per cent during a period when growth in pro-
ductivity has slowed to a virtual standstill. At
the same time, Government-mandated increases
in the minimum wage and in payments for social
security and uncmployment insurance have
added a further premium to labor compensation.
Finally, the cumulative depreciation of the dol-
lar’s foreign exchange valuce has had an adverse
impact on domestic prices that has yet to run
its course.

Looking ahcad, there is a threat that wage
demands could be further escalated, especially
with a hcavy collective: bargaining calendar for
1979 in an environment where inflationary ex-
pectations are intense. Cost pressures are also
likely to be further exacerbated by another round
of legislated increases in payroll taxes and the
minimum wage. However, the Government's
over-all anti-inflation program holds out the real
hope that inflationary pressures can be contained
and that the groundwork can be laid for gradual
attainment of price stability. The success of the
program requires cooperation, perseverance,
and patience from all groups of our society. An
important new ingredient of the program is the
quantitative standards. If adhered to, these
standards could very well help unwind the in-
tractable spiral of wages and prices. But it is
particularly important that the program recog-
nize that Government actions can, in them-
selves, be important sources of inflation; conse-
quently, fiscal restraint and regulatory reform
arc ¢ssential components of this comprehensive
set of proposals.

Inflation in the United States not only has
eroded the value of the dollar domestically but
has also been associated with a decline in its
international value. The drop in the cxchange
value of the dollar, in turn, adversely aftected
the domestic price level. It raised the cost of
imported goods and also resulted in a further
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ratcheting up of domestic prices for those goods
competing with imports. While the dramatic
drop of latc October underscored the problem
of deteriorating international confidence in the
value of the dollar, the period of decline in this
current episode dates back to late September
1977.

From that date to its low in late October of
this year, the dollar’s exchange value declined
21 per cent on a weighted-average basis against
the currencices of the Group of Ten countries and
Switzerland. Against some individual curren-
cies, of course, the decline was even greater,
amounting to 26 per cent against the German
mark, 34 per ccnt against the Japanese yen, and
38 per cent against the Swiss franc. Since im-
portant external imbalances between the United
States and major foreign countries have cxisted
for several years—most notably differential
growth and, more rccently, disparate inflation-
ary trends—some depreciation of the dollar
could be viewed as a necessary correction.
However, by midsummer it was clear that the
dollar’s decline was continuing in trading that
was increasingly disorderly. Consequently, in
August the Federal Reserve announced a half-
point increase in the discount rate and an elimi-
nation of reserve requirements on Euro-dollar
borrowings. At the same time, the Trcasury
indicated that it would increase and extend its
regular monthly gold auctions.

These measures, which produced a brief rally
and then a few weeks of stability for the dollar,
were followed by another rise in the discount
ratc, of % of a percentage point, between mid-
September and mid-October. But the dollar’s
slide soon resumed, and it dropped alarmingly
to a level well below that warranted by basic
economic considerations. As a result, the sc-
verity of this latest decline threatened to under-
cut the anti-inflation program at home and lead
to an ¢ven greater erosion of confidence abroad.

Under these circumstances, more forceful ac-
tion was clearly necessary. Accordingly, on
November | the Federal Reserve increased the
discount rate | percentage point and imposed
a supplementary reserve requircment of 2 per
cent on large time deposits. In addition, the

Federal Open Market Committee voted to take
further actions to tighten conditions in the
money market and thereby to resist excessive
expansion of money and credit. Furthermore,
in order to provide a substantial increase in
foreign exchange available to finance exchange
market intervention, swap lines were increased
with the central banks of Germany, Japan, and
Switzerland by a total of $7.6 billion. The U.S.
Treasury simultaneously announced its intention
to draw a portion of the U.S. reserve position
in the International Monetary Fund, to sell spe-
cial drawing rights, and to issue foreign cur-
rency-denominated securities. Over all, $30
billion in key foreign currencies was mobilized
by the United States for forcelul, coordinated
intervention to support the dollar in foreign
exchange markets. In addition, the Treasury
announced a further step-up in its rate of gold
sales.

The objective of this coordinated set of
measures was to correct the excessive deprecia-
tion of the dollar as part of the governmental
effort to reduce upward pressurcs on domestic
prices and to restore confidence at home and
abroad. When viewed in its cntirety, the policy
initiatives of the administration and the Federal
Reserve provide a clear message that U.S. eco-
nomic policy is onc that recognizes fully the
nced for an integrated approach in dealing with
foreign and domestic economic problems.

The measures taken on November 1 produced
a dramatic jump in the dollar’s exchange value.
On that day alone the dollar advanced by S per
cent on a weighted-average basis and by about
the same amount against the mark, yen, and
Swiss franc. Substantial cooperative central
bank intervention over the following few weeks
provided support for the dollar as market parti-
cipants tested the authorities’ resolve. The
strength of the dollar gencrally has been sus-
tained as the market appears to have adjusted
10 a more favorable outlook generated by the
recent policy measures.

To date, the observable repercussions in do-

mestic capital markets also have been generally

favorable. In the stock market, most composite
share-price measures are up from the November
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| announcement date following relatively sharp
declines in the preceding 2 weceks. Short-term
interest rates have moved as much as | percent-
age point higher since the announcement; how-
ever, over this same period interest rates for
longer-term  maturities have been essentially
unchanged. The comparative stability of most
long-term bond rates, as well as the improve-
ment in the dollar’s exchange value, is most
encouraging and suggests that we may be be-
ginning to reduce inflationary expectations.

A downward adjustment of price expectations
is an essential condition to slow the treadmill
of inflation, and monetary policy has an impor-
tant role to play in this regard. However, at the
same time, the Federal Reserve will continue
to encourage a moderate expansion of over-all
activity, thus also facilitating the achievement
of the Nation’s longer-run goals of growth and
full employment. Moreover, as | have ecmpha-
stzed before, monctary policy should not be
expected to shoulder the burden alone, and to
be elfective, it must also be accompanied by
prudent restraint of fiscal policy.

Since April, credit conditions have become
progressively tauter as Federal Reserve policies
have allowed market rates to rise appreciably
in order to help restrain expansion in money
and credit. Yields on most short-term market
instruments, such as Federal funds and com-
mercial paper, have risen more than 3 percent-
age points during this period, while interest rates
at the longer end of the maturity spectrum
generally have risen by less than a percentage
point.

Expericnce over recent ycars has taught us,
however, that in an inflationary cnvironment,
expectational considerations tend to buffer the
impact of high interest rates on spending. Ex-
pectations of rising prices of real assets may
induce borrowers to incur high interest costs,
as is illustrated by the sustained pace of activity
in the housing market thus far this year. Indeed,
real interest ratcs—or observed rates adjusted
to take account of inflation—appear to be gen-
crally lower than in prior periods, especially if
taxes arc taken into consideration.

Not only have expectations of borrowers and

lenders changed in the course of the current
expansion but also monctary institutions have
been given additional flexibility to compete for
funds. This has helped smooth adjustments of
credit markets to developing tightness and, as
a result, has helped avoid the repetition of
“credit crunch’ episodes such as in 1969 and
1973-74. The new 6-month money market cer-
tificates, introduced half a ycar ago, have but-
tressed deposit growth at mortgage lending in-
stitutions when prevailing market intcrest rates
might otherwise have produced disintermedia-
tion. Conscquently, total housing starts have
remained at a very high rate—2 million units—
during the first three quarters of this year.
Building activity may soon begin to decline, but
the drop-ofl next year should be relatively mod-
erate, making it unlikely that the economy will
be thrown into a recession by a sharp housing
cycle.

Furthermore, signs generally remain on the
positive side for consumer spending, as real
consumption outlays currently are rising at
about the pace of over-all demands. Nonethe-
less, this represents a marked slowdown from
the rate of expansion carlier in the current
upswing. Near-term growth in consumer spend-
ing probably will be somewhat restrained by
high debt repayment burdens as well as by
efforts to boost personal savings rates back to
more nhormal levels.

In the business sector, capital spending activ-
ity continues to be characterized by substantial
momentum as equipment orders have moved up
briskly in recent months and construction con-
tracts have been maintained at a high level.
However, the early surveys of 1979 investment
plans suggest that busincssmen maintain a lin-
gering caution about cmbarking on major cx-
pansion programs. These surveys—Ilargely
taken before the November | measures—un-
doubtedly reflected the uncertainty associated
with an cconomy plagued by high inflation.

On balance, private demands appear healthy
at present, but a further moderation of growth
is likely over the year ahcad. In this environ-
ment the Federal Reserve will continue to strive
for a gradual deceleration of monetary and credit
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cxpansion in an cffort to facilitate an easing of
inflationary pressures. We believe that the ac-
tions taken in late October and early November
will prove to be instrumental in the restoration
of both domestic price stability and orderly

conditions in foreign exchange markets. At the
same time, you can be assured that recent
measures in the international arca were designed
to reinforce and not to sacrifice the achievement
of longer-term domestic aims. O



947

Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON OCTOBER 17, 1978

. Domestic Policy Directive

The information reviewed at this meeting suggested that output
of goods and services had expanded moderately in the third quarter,
but that the rate of growth appeared to be somewhat below the
average annual ratc of about 4% per cent estimated by the Com-
merce Department for the first two quarters of the year. The rise
in average prices—as measured by the fixed-weight price index
for gross domestic business product—was rapid in the third quarter,
although it was well below the annual rate of about 12 per cent
in the second quarter,

Stall projections for the year ending in the third quarter of 1979
were little changed from those of a month earlier. They continued
to suggest that output of goods and services would grow somewhat
more slowly than over the first three quarters of 1978. The rate
of inflation was e¢xpected to remain rapid, although also moderating
a bit from its pace thus far in 1978. The unemployment rate was
projected to change little from its September level.

In September the index of industrial production increased an
estimated 0.5 per cent, close to the average rate of expansion in
the preceding 4 months. Nonfarm payroll employment changed
little in September following relatively small increases in July and
August. In manufacturing, employment was essentially unchanged
in September and the average workweek held steady at an advanced
level. The unemployment rate edged up from 5.9 to 6.0 per cent,
the rate prevailing on the average since the first quarter of the
year.

Total private housing starts declined slightly in August, but they
remained above an annual rate of 2 million units. Sales of new
houses fell for the third consecutive month; however, a surge in
sales of existing dwellings raised total sales of single-family homes
to a new high.

The dollar value of total retail sales was estimated to have
increased considerably in September following the large rise now



948

Federal Reserve Bulletin O December 1978

indicated for August. For the third quarter as a whole, however,
the advance in retail sales was substantially below the exceptional
gain in the sccond quarter. Unit sales of new automobiles fell in
September to an annual rate well below the average pace since
early spring.

Newly revised data suggested that the index of average hourly
earnings of private nonfarm production workers had risen at an
annual rate of 7.9 per cent through September 1978 compared with
an increase of 7.4 per cent for 1977 as a whole. In August, as
in July, the consumer price index rose more moderately than in
most carlier months of the year, as prices of some foods declined
substantially. In September, however, producer prices of food
products turned up sharply and contributed to a marked rise in
prices of producer finished goods. Announcement of a new Gov-
ernment program aimed at moderating increases in prices and wages
was expected to be made shortly after this meeting.

The trade-weighted value of the dollar against major foreign
currencies fell substantially from mid-September to mid-October
in frequently volatile exchange markets. The U.S. trade deficit
declined sharply in August, reversing the pronounced increase in
July; for the 2 months the deficit was close to the rate for the
second quarter and well below the high rate for the first quarter.

The expansion in total credit at U.S. commercial banks, which
had slowed in August, accelerated in September nearly to the pace
experienced on the average in earlier months of the year. Bank
investments and security loans rose in September after having
declined in August, while growth in real estate and business loans
moderated only slightly from the rapid rates recorded in other recent
months. Outstanding commercial paper of nonfinancial businesses
rose somewhat in September tollowing a small decline in August.

Growth in the narrowly defined money supply (M-1) accelerated
further in September to an annual rate of about 14 per cent from
8.5 per cent in August. However, data for early October suggested
a sharply reduced growth rate in the current month. Inflows of
the interest-bearing deposits included in M-2 and M-3 remained
strong in September, and growth in the broader monetary aggre-
gates also accelerated somewhat.

At its mecting on September 19 the Committee had decided on
ranges of tolerance for the annual rates of growth in M-1 and M-2
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during the September—October period of 5 to 9 per cent and 6%
to 10% per cent, respectively. The Committee had agreed that early
in the coming inter-meeting period operations should be directed
toward a Federal funds rate of around 8% per cent, slightly above
the prevailing level of about 8% per cent. Subsequently, if the
2-month growth ratcs of M-1 and M-2 appeared 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 8% to 8% per cent.

Following the September 19 meeting the Manager of the System
Open Market Account began to seek bank reserve conditions
consistent with an increase in the weekly-average Federal funds
rate to around 8% per cent. As September progressed, incoming
data suggested that growth in M-1 would be around the upper limit
of the range specified by the Committee and that growth in M-2
would be in thc upper portion of its range. Accordingly, the
Manager sought reserve conditions consistent with further increases
in the Federal funds rate, and by late September the rate was around
8% per cent, the upper limit of the inter-mecting range specified
by the Committee. During the first half of October the objective
for the funds rate remained 8% per cent, although on many days
the ratc was above or below that level for technical reasons.

A considerable rise in interest rates on most short-term market
instruments was associated with the increase in the Federal funds
rate during the inter-meeting period. Yields on Treasury and cor-
poratec bonds also moved somewhat higher, but they remained
below their July peaks. Yields on State and local government bonds
changed little, reflecting in part a markedly reduced volume of
new issues. In latc September commercial banks increased the rate
on loans to prime business borrowers from 9% to 9% per cent;
in mid-October this rate was raised further to 10 per cent.

The Board of Governors announced an increase in Federal
Reserve Bank discount rates from 7% to 8 per cent on September
22 and a further increase to 8% per cent on October 13. Both
actions were taken primarily to bring the discount rate into closer
alignment with other short-term interest rates, but also in recogni-
tion of conditions affecting the dollar in foreign exchange markets.
The Board indicated in addition that the increase of Y2 percentage
point in mid-October was approved in light of the continued high
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rate of inflation and the recent rapid expansion of the monetary
aggregates.

In the Committee’s discussion of the economic situation and
outlook, the members generally agreed that real output of goods
and services was likely to grow moderately over the year ending
in the third quarter of 1979, at a rate about or a little below that
projected by the staff. Given their expectations for output, the
members anticipated that over the period the unemployment rate
would change little from its recent level or would increase some-
what. All members expected that average prices of goods and
services would continue to rise rapidly.

Despite the general agreement that real output was likely to grow
moderately over the next four quarters, some members cited ele-
ments in the current situation that could contribute to a downturn
in activity before the end of the period. It was pointed out, for
example, that the current business expansion—now well into its
fourth year—had lasted for a long time by historical standards and
that the dynamics of business fluctuations suggested that a downturn
might well develop sometime within the coming year. Also, busi-
ness-cycle history provided little encouragement for the expectation
that growth in output could gradually be slowed to a pace more
or less consistent with its long-run potential and with relative
stability in the unemployment rate. Moreover, rapid inflation was
viewed as a serious threat to the sustainability of the expansion
in output, although buying of goods might be buoyed for a time
by anticipation of further price increases.

At the same time, attention was drawn to favorable elements
in the economic situation. Specifically, housing starts and residen-
tial construction had been maintained at higher levels than had
been expected earlier, and the outlook for business fixed investment
seemed to have strengthened lately. Altogether, final sales ap-
parently had picked up in recent months while growth in output
had moderated, tending to improve prospects for activity in the
months immediately ahead. Finally, there were grounds for believ-
ing that improvement in the net export position would lend strength
to domestic output.

At this meeting the Committee reviewed its 12-month ranges
for growth in the monetary aggregates. At its meeting in July 1978
the Committee had specified the following ranges for the period
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from the second quarter of 1978 to the second quarter of 1979:
M-1, 4 to 6% per cent; M-2, 6% to 9 per cent; and M-3, 7%
to 10 per cent. The associated range for growth in commercial
bank credit was 8% to 11% per cent. The ranges being considered
at this meeting were for the period from the third quarter of 1978
to the third quarter of 1979,

In contemplating ranges for growth of the monetary aggregates
over the year ahead, the Committee faced unusual uncertainties.
First, commercial banks were authorized to introduce an automatic
transfer service (ATS) on November |, although there was a chance
that introduction would be stayed by court action; and in the closing
days of the session of the Congress just ended, Federally chartered
depositary institutions in New York State were authorized to offer
NOW accounts. ATS would provide for automatic shifts of funds
from interest-carning savings accounts to demand accounts, and
thus would enable customers to hold much lower balances in
demand accounts. This service, therefore, seemed likely to alter
substantially the relationship between growth of M-1 and growth
of nominal GNP.

Second, no authoritative information was yet available on the
President’s new program to moderate increases in wages and prices,
which was expected to be announced shortly after this meeting.
In the Committee’s discussion of longer-run ranges, the point was
stressed that the program would have its greatest potential for
moderating inflationary cxpectations if it were perceived by the
public as an additional measure in the campaign against inflation
and not as a substitute for fiscal and monetary restraint,

With respect to ATS, a staff analysis had suggested that during
a transition period a significant shift in funds from demand deposits
to savings deposits at commercial banks was almost sure to occur,
but its size was uncertain. Therefore, the rate of growth of M-I
over the year ahead was likely to be lower than otherwise, but
the amount of the reduction could be within a fairly wide range.
Growth of M-2, on the other hand, might be raised marginally,
reflecting minor shifts of deposits from nonbank thrift institutions
to savings accounts at commercial banks. It appeared unlikely that
growth of M-3 would be noticeably aifected.

A new measure of money, designated M-1+, had been developed
by the staft to provide background information with regard to the



952

Federal Reserve Bulletin O December 1978

behavior of money, particularly the transactions demand for money,
during the transition period. Growth of this aggregate—defined as
M-1 plus savings deposits at commercial banks, NOW accounts
at nonbank thrift institutions, and demand deposits at mutual
savings banks—would not be aflected by shifts from demand
deposits to savings deposits at commercial banks.

Members of the Committee suggested different approaches to
take account of the uncertainties noted above in setting the longer-
run ranges for the aggregates. One proposal was to adopt ranges
for M-1, M-2, and M-3 as before, in the expectation that introduc-
tion of ATS would have little effect on growth of the aggregates
in the few months before the Committee would again consider its
longer-run ranges. Under this approach, a supplementary range for
growth in M-1 adjusted for estimated effects of ATS and a range
for growth in M-1+ might be indicated as ‘‘memorandum items’’
for monitoring purposes.

Another proposal was to drop M-1 from the list of aggregates,
adopting longer-run ranges only for M-2 and M-3 at this time.
It was suggested, along with this proposal, that additional work
on the concepts and mcasurement of money be undertaken with
a view to adopting new measures when the Committee next con-
sidered its longer-run ranges.

Additional proposals involved retaining M-1 and adopting ranges
for M-1, M-2, and M-3 as before, with specific adjustments to
take account of the special uncertainties. One proposal was to adjust
downward both the upper and the lower limits of the range for
M-1 by an estimate of the probable effects of ATS. Another was
to widen the range for M-1, chiefly by reducing the lower limit.
A third was to couple such a widening of the range for M-l with
notation of a supplementary range for M-1+ to aid in evaluating
the behavior of both M-1 and M-2.

At the conclusion of the discussion, the Committee decided that
the existing ranges for M-2 and M-3 provided for rates of monetary
growth over the year ahead that were consistent with a moderation
of inflation under the President’s program. Thus, the Committee
adopted ranges of 6%z to 9 per cent for M-2 and 7% to 10 per
cent for M-3 for the period from the third quarter of 1978 to the
third quarter of 1979. The Committee also indicated that it expected
growth of M-1 to be within a range of 2 to 6 per cent over that
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period. That range was both lower and wider than the range of
4 to 6% per cent that had been adopted in July, in recognition
of the uncertainty concerning the size and speed of the expected
shift of deposits from demand to savings accounts resulting from
the introduction of ATS. The associated range for commercial bank
credit was 8% to 11% per cent. The Committee also decided that
growth of M-I+ within a range of 5 to 7' per cent appeared
to be gencrally consistent with the ranges of growth for the other
monetary aggregates.
The Commitice adopted the following ranges for rates of growth
in monetary aggregates for the period from the third quarter of 1978
to the third quarter of 1979: M-2, 6% to 9 per cent; M-3, 7%
to 10 per cent. M-1 was cxpected to grow within a range of 2
to 6 per cent over the period, depending in part on the speed and
extent of transters from demand to savings deposits resulting from
the introduction of ATS. The associated range for bank credit is
8% to 11% per cent. Growth of M-1+ (M-1 plus savings deposits
at commercial banks and NOW accounts) in a range of 5 to 7%
per cent was thought to be generally consistent with the ranges
for the foregoing aggregates.
Votes for this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Lastburn, Jackson, Partee,
and Mrs. Teeters. Votes against this action: Messrs.
Wallich, Willes, and Winn. Absent and not voting:
Mr. Gardner.

Messrs. Wallich, Willes, and Winn dissented from this action
because, with the Commitiee’s longstanding objective of slowing
the rate of inflation in mind, they preferred to specify an upper
timit of less than 6 per cent for the rate of growth of M-1, adjusted
for the estimated cftects of ATS. In their view, the upper limit
of 6 per cent, adjusted for ATS, represented an unwarranted
increasc from the 6% per cent upper limit of the existing (pre-ATS)
range.

In the discussion of policy for the period immediately ahead,
members of the Committee noted that the uncertainties associated
with introduction of ATS would affect growth of the monetary
aggregates in the October-November period—the 2-month period
for which growth ranges were being considered—in much the same
way as they would growth over the year ahead. Specifically, growth
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of M-1 over the 2-month period might well be less than otherwise
by a significant but undetermined amount, and growth of M-2 might
be marginally greater.

As in the case of the longer-run ranges, various proposals were
advanced for taking account of the unusual uncertainties. In gen-
eral, these proposals involved placing less emphasis on the behavior
of M-1 as a guide to operations in the inter-meeting period and
more on the behavior of M-2, rather than the approximately cqual
weight that typically had been given to the two aggregates. One
proposal was to drop M-1 altogether as an operating guide. Another
was to give primary emphasis to M-2 and to specify only an upper
limit for M-1 rather than a range, reflecting a judgment that rapid
growth in M-1 would have significance for policy while slow
growth might represent chiefly transfers from demand to savings
accounts because of the introduction of ATS. A third proposal was
to widen the range for M-I, while indicating a range for M-1+
as an aid in evaluating the behavior of the other monetary aggre-
gates. At the same time, most members of the Committee favored
giving greater weight than usual to money market conditions in
the conduct of operations in the period until the next meeting of
the Committee.

In the discussion, concern was expressed about recent rates of
monetary growth, and most members believed that some additional
firming in money market conditions in the period immediately ahead
was needed to help assure a slowing in growth over the months
ahead. They favored directing open market operations toward an
increase in the Federal funds rate to about 9 per cent shortly after
this meeting, with an inter-meeting range of 8% per cent to either
9% or 9% per cent.

Other members believed that for the time being operations should
be directed toward maintaining the money market conditions cur-
rently prevailing, as represented by a Federal funds rate of about
8% per cent, because they felt that such a pause was needed to
evaluate the lagged impact of the substantial increases in interest
rates over recent months. These members suggested an inter-meet-
ing range of 83 to 9 per cent.

With respect to the monetary aggregates, a number of members
proposed a range ot '2 to 6% per cent for the annual rate of growth
in M-1 over the October—-November period. Those members who
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preferred to specify only an upper limit, rather than a range, for
growth in M-1 over the 2-month period suggested limits of 5, 6,
and 7 per cent. For M-2, arange of 5% to 9% per cent was proposed
by the largest number of members; one slightly higher and one
slightly lower were also suggested.

At the conclusion of the discussion the Committee agreed to
instruct the Manager to seek a Federal funds rate of around 9 per
cent carly in the period beforc the next regular meeting and
subsequently to maintain the rate within a range of 8% to 9% per
cent. With regard to the specific objective for the Federal funds
rate within that range, the Committee instructed the Manager to
be guided mainly by a range of tolerance for the annual rate of
growth in M-2 over the October—-November period of 5% to 9%
per cent, provided that the rate of growth in M-1 over that period
did not exceed 6% per cent.

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 grew moderately in the third quarter, although
the pace was somewhat below the average for the first two quarters
of the year. In September, as in August, the dollar value of total
retail sales rose considerably. Industrial production continued to
expand while nonfarm payroll employment changed little. The
unemployment rate edged up from 5.9 to 6.0 per cent. Average
producer prices of finished goods rose substantially in September,
as prices of foods increased sharply after having declined for 2
months. The advance in the index of average hourly earnings has
been somcwhat faster so far in [978 than it was on the average
during 1977.

The trade-weighted value of the dollar against major foreign
currencies has declined further since mid-September in frequently
volatile exchange markets. The U.S. trade deficit fell sharply in
August, reversing the jump recorded in July; for the 2 months the
deficit was close to the rate for the second quarter.

Growth in M-1, which had been rapid in August, accelerated
in September. Inflows of the interest-bearing deposits included in
M-2 and M-3 rcmained strong, and expansion in the broader
aggregates also accelerated somewhat. Short-term market interest
rates have risen further in recent weeks; long-term rates also have
increased, but they remain below their July peaks. An increase in
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Federal Reserve discount rates from 7% to 8 per cent was announced
on September 22; another increase to 8% per cent was announced
on October 13.

In light of the foregoing developments, it is the policy of the
Federal Open Market Committee to foster monetary and financial
conditions that will resist inflationary pressures while encouraging
continued moderate economic expansion and contributing to a sus-
tainable pattern of international transactions. In setting ranges for
the monetary aggregates, the Committee recognized the uncertainties
concerning the eflects that the November 1 introduction of the
automatic transfer service (ATS) would have on measures of the
money supply, especially M-1. Against that background, the Com-
mittee agreed that appropriate monetary and financial conditions
would be furthered by growth of M-2 and M-3 from the third quarter
of 1978 to the third quarter of 1979 within ranges of 6% to 9 per
cent and 7% to 10 per cent, respectively. The narrowly defined
money supply (M-1) was expected to grow within a range of 2
to 6 per cent over the period, depending in part on the speed and
extent of transfers from demand to savings deposits resulting from
the introduction of ATS. The associated range for bank credit is
8'2 to 11 per cent. Growth of M-1+ (M-I plus savings deposits
at commercial banks and NOW accounts) in a range of 5 to 7%
per cent was thought to be gencrally consistent with the ranges
of growth for the foregoing aggregates. These ranges are subject
to reconsideration at any time as conditions warrant.

In the short run, the Committee seeks to achieve bank reserve
and money market conditions that are broadly consistent with the
longer-run ranges for monetary aggregates cited above, while giving
due regard to developing conditions in domestic and international
financial markets more gencrally and to uncertainties associated with
the introduction of ATS. Early in the period before the next regular
meeting, System open market operations shall be directed at attain-
ing a weekly-average Federal funds rate slightly above the current
level. Subsequently, operations shall be directed at maintaining the
weekly-average Federal funds rate within the range of 8% to 9%
per cent. In deciding on the specific objective for the Federal funds
rate the Manager shall be guided mainly by a range of tolerance
for growth in M-2 over the October-November period of 5% to
9% per cent, provided that growth of M-1 over that period does
not exceed an annual rate of 6% per cent.

Votes ftor this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Jackson, Partee,
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Wallich, and Winn. Votes against this action: Mrs.
Teeters and Mr. Willes. Absent and not voting:
Mr. Gardner.

Mrs. Teeters dissented from this action because she believed
that for the time being operations should be directed toward
maintaining the money market conditions currently prevailing. In
her view, the Committee should wait to evaluate the effects of
the substantial increases in interest rates over recent months before
contemplating additional firming in money market conditions.

Mr. Willes dissented from this action because he believed that
it allowed for unacceptably rapid monetary growth. He preferred
an upper limit of 5 per cent for growth of M-1 over ttiz Octo-
ber-November period; with respect to the Federal funds rate, he
tavored raising the objective to 9% per cent during the inter-meeting
period, barring unforeseen weakness in monetary growth, and
providing leeway to raise the objective to 9'%5 per cent if the
monetary aggregates appeared to be growing more rapidly than
expected.

Subsequent to the meeting, on October 31, the Committce voted
to approve a delegation of authority to Chairman Miller to take
certain actions in implementation of a broad Government program
to strengthen the dollar in foreign exchange markets and thereby
to counter continuing domestic inflationary pressures, if he deter-
mined that the arrangements with the U.S. Treasury and with
certain foreign monetary authorities were substantially as contem-
plated in a consultation among the members of the Committce on
the preceding day.

Early on the morning of November 1 the Treasury and the Federal
Reserve announced measures being taken to implement such a
program. Spccifically, the Board of Governors approved (1) an
increase of 1 percentage point, from 8% to 9% per cent, in the
discount rate at the Federal Reserve Bank of New York, effective
immediately, and (2) establishment of a supplementary reserve
requirement, in addition to the existing reserve requirements on
deposits at member banks, cqual to 2 per cent of time deposits
in denominations of $100,000 or more. At the same time the System
announced increases in its reciprocal currency (swap) arrangements
with the central banks of Germany, Japan, and Switzerland by
a total of $7.6 billion, to $15 billion, and activation of the swap
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arrangement with the Bank of Japan. It further stated that the
foreign currencies available under the expanded arrangements
would be used along with foreign currencies available to the
Treasury in a program of forceful intervention in the exchange
markets in coordination with foreign central banks to correct recent
cxcessive movements in exchange rates.

In a joint Treasury-Federal Reserve statement, other measures
to mobilize key foreign currencies were announced. They included
drawings on the U.S. reserve tranche in the International Monetary
Fund, for part of which activation of the General Arrangements
to Borrow was contemplated; sales of special drawing rights; and
issuance of U.S. Treasury securities denominated in foreign cur-
rencies. It was also announced that the Treasury would increase
its sales of gold to at least 1% million ounces monthly beginning
in December.

As part of this program, on October 31 the Federal Open Market
Committee voted to approve a delegation of authority to Chairman
Miller to modify the domestic policy directive by raising the range
for the Federal funds rate to 9% to 9% per cent and by instructing
the Manager, in deciding on the specific objective for the rate within
that range, to be guided by developing conditions in domestic and
international financial markets. The Chairman approved the modi-
fication of the directive on November 1, effective on that date.

Votes for this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Partee, Mrs.
Teeters, Messrs. Wallich, Willes, and Winn. Votes
against this action: None. Absent and not voting:
Messrs. Gardner and Jackson.

2. Authorization for Foreign Currency Operations

On October 31 the Committee also voted to approve a delegation
of authority to Chairman Miller to negotiate increases in the
System’s swap arrangements with the German Federal Bank, the
Bank of Japan, and the Swiss National Bank. In addition, the
Committee voted to approve a concurrent amendment to paragraph
2 of the authorization for foreign currency operations to raise
correspondingly the amounts specified there for the swap arrange-
ments with those central banks.
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On November | the Chairman approved increases of $2 billion,
$3 billion, and $2.6 billion in the System’s swap arrangements with
the German Federal Bank, the Bank of Japan, and the Swiss
National Bank, respectively. Accordingly paragraph 2 of the au-
thorization was amended, effective on that date, to read as follows:

The Federal Open Market Committee directs the Federal Reserve
Bank of New York to maintain reciprocal currency arrangements
(**swap’’ arrangements) for the System Open Market Account for
periods up to a maximum of 12 months with the following foreign
banks, which are among those designated by the Board of Governors
of the Federal Reserve System under Section 214.5 of Regulation
N, Relations with Foreign Banks and Bankers, and with the approval
of the Committee to renew such arrangements on maturity:

Forcign bank Amount of arrangement
(millions of dollars equivalent)
Austrian National Bank 250
National Bank of Belgium 1,000
Bank of Canada 2,000
National Bank of Denmark 250
Bank of England 3,000
Bank of France 2,000
German Federal Bank 6,000
Bank of ltaly 3,000
Bank of Japan 5,000
Bank of Mexico 360
Nectherlands Bank 500
Bank of Norway 250
Bank of Sweden 300
Swiss National Bank 4,000
Bank for International Settlements:
Dollars against Swiss francs 600
Dollars against authorized European
currcncies other than Swiss francs 1,250

Votes for this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Partec, Mrs.
Teeters, Messrs, Wallich, Willes, and Winn. Votes
against this action: None. Absent and not voting:
Messrs. Gardner and Jackson.

Paragraph 1D of the Committee’s authorization for foreign cur-
rency operations authorizes the Federal Reserve Bank of New York,
for the System Open Market Account, to maintain an over-all open
position in all foreign currencies not to exceed $1.0 billion, unless
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a larger position is expressly authorized by the Committee. On
June 20, 1978, the Committee had authorized an over-all open
position of $1.5 billion.

On October 27, 1978, the Committee authorized an increase in
this limit to $2 billion in view of the scale of recent and potential
Federal Reserve operations in the foreign exchange markets under-
taken pursuant to the Committee’s foreign currency directive.

Votes for this action: Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Partee, Mrs.
Teeters, Messrs. Wallich, Willes, and Winn. Votes
against this action: None. Absent and not voting:
Messrs. Gardner and Jackson.

On October 31 the Committec voted to approve a delegation
of authority to Chairman Miller to authorize an open position of
$5 billion. On November 1 the Chairman authorized an open
position of that amount.

Votes for this action; Messrs. Miller, Volcker,
Baughman, Coldwell, Eastburn, Partee, Mrs.
Teeters, Messrs. Wallich, Willes, and Winn. Votes
against this action: None. Absent and not voting:
Messrs, Gardner and Jackson.

3. Authorization for Domestic Open Market Operations

On November 3, 1978, Committee members voted to increase from
$3 billion to $5 billion the limit on changes between Committee
meetings in System Account holdings of U.S. Government and
Federal agency securities specified in paragraph 1(a) of the authori-
zation for domestic open market operations, effective immediately,
for the period ending with the close of business on November 21,
1978.
Votes for this action: Messrs. Miller, Volcker,

Baughman, Coldwell, Eastburn, Partec, Mrs.

Teeters, Messrs. Wallich, Willes, and Winn. Votes

against this action: None. Absent and not voting:

Messrs. Gardner and Jackson.

This action was taken on recommendation of the System Account
Manager. The Manager had advised that large-scale sales of Treas-
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ury securities since the October meeting—required mainly to
counter the cffect on member bank reserves of a steep decline in
Treasury balances at the Federal Reserve Banks and to accommo-
date substantial purchases of Treasury bills by foreign central
banks—had reduced the leeway for further sales to $365 million.
It now appeared likely that additional sales would be required as
current projections indicated a need for further reserve-absorbing
operations over thc coming weeks.

* * * * *

Records of policy actions taken by the Federal Open Market Committee at each
meeting, in the form in which they will appear in the Board’s Annual Report,
are released about a month after the meeting and are subsequently published in
the BULLETIN.
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Statutes, regulations, interpretations, and decisions

RESERVES OF MEMBER BANKS

The Board of Governors has amended its Regu-
lation D to modify the reserve balances that mem-
ber banks are required to maintain against their
deposits.

Eftective as to the reserves required to be held
during the weck commencing November 16, 1978,
against deposits outstanding in the weck beginning
November 2, 1978, § 204.5 of Regulation D is
amended to read as follows:

SECTION 204.5—RESERVE REQUIREMENTS

(a) RESERVE PERCENTAGE. Pursuant to the
provisions of Section 19 of the Federal Reserve
Act and § 204.2(a) and subject to paragraph (c)
of this section, the Board of Governors of the
Federal Reserve System hereby prescribes the fol-
lowing reserve balances that each member bank
of the Federal Reserve System is required to
maintain on deposit with the Federal Reserve Bank
of its district.

(1) If not in a reserve city—

(i) 1 per cent of its time deposits outstanding
on or issued after October 16, 1975, that have
an initial maturity of 4 years or more; 2% per
cent of its time deposits outstanding on or issued
after December 25, 1975, that have an initial
maturity of 180 days or more but less than 4 years;
3 per cent of its time deposits up to $5 million,
outstanding on or issued after October 16, 1975,
that have an initial maturity of less than 180 days,
plus 6 per cent of such deposits in excess of $5
million: Provided, however, That in no event shall
the reserves required on its aggregate amount of
time and savings deposits be less than 3 per cent.
In addition, a member bank shall maintain a re-
serve balance equal to 2 per cent of its time
deposits of the following types:

(a) Time deposits of $100,000 or more; and

(b) Time deposits of $100,000 or more repre-
sented by promissory notes, acknowledgements of
advance, due bills, or similar obligations as pro-
vided in § 204.1(f); and

(¢) Time deposits represented by ineligible
bankers’ acceptances or obligations issued by a
member bank’s affiliate, as provided in § 204.1(f).
However, the supplementary 2 per cent reserve
requirement shall not apply to a savings deposit,
or a time deposit, open account that constitutes
deposits of individuals, such as Christmas club
accounts and vacation club accounts, that are made
under written contracts providing that no with-
drawal shall be made until a certain number of
periodic deposits have been made during a period
of not less than 3 months.

(2) If in a reserve city {(except as to any bank
locaied in such a city that is permitted by the Board
of Governors of the Federal Reserve System, pur-
suant to § 204.2(a)(2), to maintain the reserves
specified 1n paragraph (a)(1) of this section)—

(ii) 1 per cent of its time deposits outstanding
on or issued after October 16, 1975, that have
an initial maturity of 4 years or more; 2% per
cent of its time deposits outstanding on or issued
after December 25, 1975, that have an initial
maturity of 180 days or more but less than 4 years;
3 per cent of its time deposits up to $5 million,
outstanding on or issued after October 16, 1975,
that have an initial maturity of less than 180 days,
plus 6 per cent of such deposits in excess of $5
million: Provided, however, That in no event shall
the reserves required on its aggregate amount of
time and savings deposits be less than 3 per cent.
In addition, a member bank shall maintain a re-
serve balance equal to 2 per cent of its time
deposits of the following types:
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(a) Time deposits of $100,000 or more; and

(b) Time deposits of $100,000 or more repre-
sented by promissory notes, acknowledgements of
advance, due bills, or similar obligations as pro-
vided in § 204.1(f); and

(¢) Time deposits represented by ineligible
bankers’ acceptances or obligations issued by a
member bank s afliliate, as provided in § 204. 1(f).
However, the supplementary 2 per cent reserve
requirement shall not apply to a savings deposit,
or a time deposit, open account that constitutes
deposits of individuals, such as Christmas club
accounts and vacation club accounts, that are made
under written contracts providing that no with-
drawal shall be made until a certain number of
periodic deposits have been made during a period
of not less than 3 months.

PURCHASE OF WARRANTS

Effective November 9, 1978, the Board of Gov-
ernors has rescinded its Regulation E, Purchasc
of Warrants, which governs the purchase by Fed-
eral Reserve Banks of certain short-term obliga-
tions of State or local governments.

BANK HOLDING COMPANY AND

In this connection, the language *‘compliance
with the requirecments of Regulation E is not nec-
essary; but’’ in 12 C.F.R. § 201.108(d) has been
deleted.

CORPORATIONS ENGAGED IN
FOREIGN BANKING AND FINANCING
UNDER THE FEDERAL RESERVE ACT

The Board of Governors has amended its Regu-
lation K to remove the 10 per cent minimum
reserve requirement in the Board’s regulation to
conform to the international Banking Act.

Effective November 16, 1978, the last sentence
of Section 211.7(c) of Regulation K is amended
to read as follows:

SECTION 211.7—
LiMITED OPERATIONS IN THE UNITED STATES

* % * * B

(¢) . . . Such deposits shall be subject to Parts
204 (Regulation D) and 217 (Regulation Q) of this
chapter and shall be reported in the same manner
as if the Corporation werc a member bank of the
Federal Reserve System.

BANK MERGER ORDERS ISSUED BY THE BOARD OF GOVERNORS

ORDERS UNDER SECTION 3
oF BANK HoLpbING COMPANY ACT

Alabama Bancorporation,
Birmingham, Alabama

Order Approving Acquisition of Bank

Alabama Bancorporation, Birmingham, Ala-
bama, a bank holding company within the meaning
of the Bank Holding Company Act, has applied
for the Board's approval under section 3(a)(3) of
the Act (12 U.S.C. § 1842(a)(3)) to acquire all
of the voting shares (less directors’ qualifying
shares) of Lee County Bank, which will purchase
substantially all the assets and assume substantially
all the liabilities of The Bank of East Alabama
(**Bank’"), Opelika, Alabama. The purchasing
bank will operate under the name of Bank and

has no significance except as a means to facilitate
the transaction. Accordingly, the proposed acqui-
sition of shares of the. purchasing bank is treated
in this Order as a proposed acquisition of the
shares of Bank.

Notice of the application, aftording opportunity
for interested persons to submit comments and
vicws, 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(c¢) of the Act
(12 U.S.C. § 1842(¢)).

Applicant, the largest banking organization in
Alabama, controls 15 banks with aggregate de-
posits of $1.7 billion.! Its acquisition of Bank,

! All banking data are as of December 31, 1977.



964 Federal Reserve Bulletin O December 1978

which holds deposits of $34.3 million, would
increase Applicant’s share of commercial bank
deposits in the State by only 0.3 per cent, and
would have no appreciable effect upon the con-
centration of banking resources in Alabama.

Bank is the largest of cight banking organi-
zations located in the relevant banking market?
and holds approximately 21.6 per cent of total
deposits in commercial banks in the market. Ap-
plicant’s closest subsidiary bank is located 62
miles southwest of Bank, in a separatc banking
market. It appears that no meaningful competition
exists between Bank and any subsidiary bank of
Applicant, and it appears unlikely that any signifi-
cant competition would develop between them in
the future.® Although Applicant is acquiring the
largest bank in the market, three other large bank
holding companics are already represented in the
market and, after acquisition, there will remain
in the market four independent banks that consti-
tute potential cntry vehicles. Based on these and
other facts of record, it is the Board’s opinion that
consummation of the proposed transaction would
have no significant adverse effect on competition
or on the concentration of banking resources in
any rclevant area. Thus, competitive consid-
erations are consistent with approval of the appli-
cation.

The financial and managerial resources of Ap-
plicant and its subsidiary banks are regarded as
satistactory and the future prospects of each appear
favorable. As a subsidiary of Applicant, the fi-
nancial condition of Bank is expected to improve,
especially in light of Applicant’s commitment to
inject additional capital into Bank. The managerial
resources and future prospects of Bank will simi-
larly be strengthened to an important degrec as
a result of the transaction. Banking factors, there-
fore, lend weight toward approval.

Applicant proposes to expand lending services
at Bank, to offer VA-guaranteed and FHA-insured
real estate loans, and to make available trust serv-
ices to Bank’s customers. Therefore, consid-
erations relating to the convenience and needs of
the community to be served lend some weight
toward approval, sufficient to outweigh any ad-

? The relevant banking market is approximated by l.ce
County, Alabama.

3 Although Applicant’s mortgage subsidiary, Engle Mort-
gage Company, Montgomery, Alabama, derives some business
from the relevant market, it is primarily engaged there in
servicing mortgage loans, and it appears that consummation
of this proposal would climinate no significant competition
between that subsidiary and Bank.

verse competitive effects that might be associated
with the proposal. Accordingly, it is the Board’s
judgment that the proposed acquisition is consist-
ent 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 before the thirtieth
calendar day following the effective date of this
Order or later than three months after the eflective
date of this Order unless such period is cxtended
for good cause by the Board or by the Federal
Reserve Bank of Atlanta pursuant to delegated
authority.

By order of the Board of Governors, eftective
November 3, 1978.

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

(Signed) GRIFFITH L.. GARWOOD,

[SEAL] Deputy Secretary of the Board.

First Arkansas Bankstock Corporation,
Little Rock, Arkansas

Order Approving Retention of Bank

First Arkansas Bankstock Corporation, Little
Rock, Arkansas, a bank holding company within
the meaning of the Bank Holding Company Act,
has applied for the Board’s approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to
retain indirectly approximately 91 per cent of the
voting shares of First National Bank in Mena
(**Bank’’), Mena, Arkansas. These shares are held
by United Banks of Arkansas, Inc. (‘‘United’")
Little Rock, Arkansas, a duly registered one-bank
holding company, which is in turn controlled by
directors and officers of Applicant.!

Notice of the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with section
! Upon approval of this application, the outstanding shares
of United would be held in trust for the benefit of Applicant
and its sharcholders, and the acquisition debt and accumulated
interest of $2.4 million would be assumed by United. This
structure reflects an opinion of the Arkansas Statc Bank
Department that under Statec law Applicant may not hold the
shares of Bank directly, but they may lawfully be held in trust
for Applicant’s benefit. This proposal involves a restructuring
of the existing trust relationship, but the proposed transaction
would not appear to alter materially the nature of the legal

relationship between Applicant and Bank upon which the State
legal opinion is based.
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3 of the Act (43 Fed. Reg. 19,079 (1978)). The
time for filing comments and views has expired.
and the Board has considered the application and
all comments received, including those of the
Comptroller of the Currency and protestants,? in
light of the factors specified in section 3(¢) of the
Act (12 U.S.C. § 1842(c)).

Applicant secks the Board’s pecrmission to retain
indirectly, through United, shares of Bank con-
trolled by directors and officers of Applicant, pur-
suant to arrangements made in late 1970 and early
1971. Under thesc arrangements, Bank's shares
were acquired on Applicant’s behalf and held by
United. To explore the circumstances surrounding
this transaction, the Board held formal evidentiary
hearings in October, 1976. Those hearings estab-
lished that the transactions involving the indircct
acquisition of more than 25 per cent of Bank’s
shares by Applicant’s officers and directors, with-
out prior Board approval, constituted a violation
of section 3 of the Act.?

On March 13, 1978, the Board issued an Order
adopting the findings and conclusions in the Rec-
ommended Decision of the Administrative Law
Judge, who presided at the hearings, and stating
that *‘it would be appropriate to process |Appli-
cant’s] application to retain its interest in Bank
and, in the context of that application, to review
the circumstances surrounding |Applicant’s) ac-
quisition of control of Bank as they relate to the

? The protestants to this application include 42 Arkansas
banking institutions joining in a single protest, and represented
by Mr. Ray Smith (“*the Smith protest’™), and 4 Arkansas
banking institutions that have cach fled protests scparately.
Since the Smith protest includes all the issues the individual
protestants raise and some that they do not, including the need
tor a hearing, this Order addresses the protested issues by
referring to the Smith protest.

# These are the material facts: Applicant began negotiations
to acquire Bank in the fall of 1970, and decided that United,
a shell corporation controlled by officers and directors of
Applicant, should acquire Bank’s shares and hold them for
subsequent sale to Applicant after Applicant had filed an
application with the Board and received the Board’s approval,
pursuant to section 3(a)(3) of the Act, to acquire Bank. United
had originally been cstablished for the purpose of reserving
the name of “*United Banks of Arkansas’ for Applicant’s use.
The officers and directors of Applicant who held Bank’s shares
through United regarded themselves as acting at all times on
behalf of Applicant and not for their personal account, and
it was informally expected that Applicant would stand behind
their acquisition debt to an unaffiliated bank if necessary.
Applicant, since the acquisition of Bank by United, has treated
Bank as an affiliate and has had a major role in the operations
of Bank, providing management and investment services and
reviewing Bank's examination reports and loan portfolio, as
well as providing data processing services. The original plan
to transfer the shares to Applicant was prevented by enactment
of a State law prohibiting the acquisition of additional banks
by existing holding companics.

financial and managerial resources factors in § 3(c¢)
of the Act.”” The Board has done this. In accord-
ance with its policy on violations of the Act and
upon its examination of all the facts of record,
the Board is of the view that the specific facts
involved in the original indirect acquisition, even
viewed in isolation and absent other adverse con-
siderations, might require denial of the application
but for Applicant’s thorough and definite under-
takings to guard against violations in the future.?

Applicant, the largest bank holding company in
Arkansas, controls four banks (including Bank),
holding total deposits of $540.5 million, or ap-
proximately 7.8 per cent of the total deposits in
commercial banks in the State.® Bank’s deposits
of $27.0 million comprise only 0.4 per cent of
total deposits in commercial banks in Arkansas,
and retention of Bank would have no appreciable
effect upon the concentration of banking resources
in the State. Bank is the slightly larger of two
banks in the relevant market,* with 50.3 per cent
of the deposits in commercial banks in that market.
None of Applicant’s subsidiary banks competes in
the relevant banking market, and the nearest sub-
sidiary bank of Applicant is located approximatcly
77 miles cast of Bank. Viewing the competitive
situation both as it existed when Applicant ob-
tained control of Bank and at this time, it appears
that the acquisition did not eliminate and, vicwed
as a present acquisition, would not eliminate, any
existing banking competition in the relevant mar-
ket.

While Applicant could have established a de
novo bank in the rclevant market at the time of
affiliation of Applicant and Bank, the market did
not appear attractive for de novo entry at that time,
and the situation does not appear to have changed
in the intervening ycars. Morcover, a 1971 change
in Arkansas law prohibiting the additional acqui-
sition of banks by a bank holding company would

* 'The record reflects that before initiating this transaction
Applicant had reason to belicve it to be lawful, and that
Applicant openly disclosed the principal aspects of its relation-
ship with Bank to the Board and other regulatory authorities
and has cooperated fully with ¢fforts by the Board’s stafl to
resolve the violation question. Applicant’s cooperation, the
nature of the violation, and the fact that the transaction origi-
nated before the Board publicized its policy on such transac-
tions, coupled with Applicant’s undertaking a definite program
regarding its future conduct, together persuade the Board that
the violation does not reflect so adversely on Applicant’s
management as to require denial of this application, though
no one of those considerations standing alone might be persua-
sive.

5 All banking data are as of December 31, 1977,

¢ The relevant market is approximated by Polk County.
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prevent Applicant from entering the relevant mar-
ket by any means if disaffiliation were now re-
quired. Accordingly, retention of Bank would not
have a significant effect upon competition, nor
would it increase the concentration of resources
in any relevant area. 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 consistent with approval, and their fu-
ture prospects appear favorable.

In this connection, the Smith protest raises sev-
eral questions regarding the managerial resources
of Applicant. Specifically, it urges the Board to
deny this application because of Applicant’s vio-
lation of the Act in acquiring control of Bank and
certain other actions evidencing Applicant’s
*‘continuous corporate misbehavior.’”” The Smith
protest has requested that a formal hearing be held
in connection with these issues. The Board has
determined that the matters raised do not justify
further hearings or denial of this application.

Section 3(b) of the Act requires the Board to
hold a formal hearing when the primary supervisor
of the bank to be acquired, in this case the Comp-
troller of the Currency, recommends disapproval
of the application (12 U.S.C. § 1842(b)). Since
the Comptroller of the Currency has not recom-
mended disapproval of the application,” there is
no statutory requirement that the Board hold a
formal hearing in this matter.®

While there is no statutory requirement that a
hearing be held on this application, the Board has
nevertheless carefully reviewed the Smith protest.
With respect to the issue that Applicant should
not be allowed to retain a bank that it acquired
in violation of law, the Smith protest states that
the record on this issue ‘‘does not appear to be
complete nor sufficient for the Board to make a
determination and additional evidence needs to be
developed to make an adequate record.’’

In October 1976, the protestants, represented by
Mr. Smith, participated as parties in four days of
evidentiary hearings held to decide the basic fac-
tual issues of whether, at what point in time, and

7 The Comptroller of the Currency indicated, however, that
if the Board determined that Applicant had willfully violated
the Act, that Office would regard such a determination as a
sufficient basis for the Board to deny the application.

% See, Farmers and Merchants Bank of Los Cruces v. Board
of Governors of the Federal Reserve System, 567 F.2d 1082,
1087 (D.C. Cir. 1977).

by what means Applicant gained control or exer-
cised a controlling influence over Bank.? The
hearings not only fully exposed the substance of
the transaction, but also the motives and reasons
for Applicant’s actions. A voluminous record was
developed on these issues, and there seem to be
no unexplored material factual questions relating
to that matter remaining. Certainly, the Smith
protest has identified none. In fact, rather than
identifying sections of the record that need to be
supplemented, it instead quotes extensively from
the record, including the transcript of the hearings,
the hearing exhibits, the proposed finding of facts
by Board Counsel and the Recommended Decision
of the Administrative Law Judge, in arguing that
the application should be denied.' Under the
circumstances, the Board is satisfied that the record
regarding Applicant’s vioiation of the Act is suffi-
cient for a proper evaluation of that violation, and
supports the determination made earlier in this
Order that the violation does not reflect so "ad-
versely on Applicant’s managerial resources as to
require denial of this application.

In addition to its opposition based on Appli-
cant’s violation, the Smith protest requests a hear-
ing to submit proof of Applicant’s ‘‘continuous
corporate misbehavior over the last ten years."’
The charges regarding which the Smith protest
requests an opportunity to present evidence relate
principally to actions taken by Applicant’s lead
bank, and accordingly are matters subject to the
primary supervisory authority of the Comptroller
of the Currency. In his comments to the Board
on this application, the Deputy Comptroller of the
Currency did not criticize any of these matters
raised by the Smith protest or the lead bank’s
general conduct. To the contrary, he expressed the
opinion that, apart from consideration of Appli-
cant’s violation of the Act, which is addressed in
this Order, Applicant’s managerial resources were
generally satisfactory. In the Board’s view the
central relevant question bearing on Applicant’s
managerial integrity in this case is its violation
of the Act. The Board believes that the remaining

¥ These hearings, along with the bricfs, exhibits, tindings,
and Recommended Decision of the Administrative Law Judge,
constitute part of the record considered by the Board in con-
nection with this application.

10 It should be further noted that the protestants’ counsel,
in response to a question from Board Counsel near the conclu-
sion of the hearings, agreed that the protestants were satisfied
with Applicant’s voluntary cooperation in that proceeding in
producing needed witnesses and documents regarding the ac-
quisition of Bank. Transcript of hearing on October 28, 1976,
at 680.
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charges, even if proved, would by their number
and nature show at most isolated instances of
noncompliance rather than any coherent pattern of
disregard for or ncglect of the lead bank’s respon-
sibilities as a regulated institution. Taking into
account the judgment of the bank’s primary
supervisor, the Board believes that such proof
would not alter its judgment on Applicant’s mana-
gerial resources in a way material to the outcome
-of this case. Even accepting cach of these charges
as true, the Board finds that the substantial public
benefits associated with this application are more
than sufficient to outweigh any adverse finding on
these matters.

In summary, the Board has reviewed the record
of this application, including the views expressed
in the written submissions of the Smith protest and
Applicant’s response to those submissions, and
concludes that the record is sufficiently complete
to render a decision on the application and that
no useful purpose would be served by holding
further formal hearings on any issue raised. Ac-
cordingly, the Smith protest’s request for a hearing
is denied.

Considerations relating to convenience and
needs of the community being served favor ap-
proval of the application. As a result of its affilia-
tion with Appticant, Bank has otfered a number
of services that it would not have been able to
offer absent that afliliation. Specifically, as a sub-
sidiary of Applicant, Bank has introduced FHA,
VA, home improvement and student loans, Visa
and Master Charge services, additional types of
checking account services, and 24-hour banking
services through Bank’s participation in Appli-
cant’s debit card program. Furthermore, affiliation
with Applicant has allowed Bank, through overline
loan participations, to increasc substantially its
ability to serve the borrowing needs of its com-
mercial customers. Also, such affiliation has re-
sulted in increased benefits for its own employees.
It appears that disafliliation would result in a
reduction in the level of services by Bank as an
independent organization. The Board finds that
approval of the proposed application would be in
the public intercst and that the application should
be approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
proposed restructuring of Applicant’s interest in
Bank shall not be made before the thirtieth calen-
dar day following the effective date of this Order
or later than three months after the effective date

of this Order, unless such period is extended for
good cause by the Board, or by the Federal Re-
serve Bank of St. Louis pursuant to delegated
authority.

By order of the Board of Governors, effective
November 3, 1978.

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

(Signed) THEODORE E. ALLISON,

[sEaL] Secretary of the Board.

First Bancorp of N.H., Inc.,
Manchester, New Hampshire

Order Approving Acquisition of Bank

First Bancorp of N.H., Inc., Manchester, New
Hampshire, a bank holding company within the
meaning of the Bank Holding Company Act
(“*Act’’), has applied for the Board's approval
under section 3(a)(3) of the Act (12 U.S.C.
§ 1842(a)(3)) to acquire 45.8 per cent or more of
the voting shares of Londonderry Bank and ‘T'rust
Company, londonderry, New Hampshire
(**Bank’’). Since Applicant currently owns 4.9 per
cent of the voting shares of Bank, upon consum-
mation of the proposal Applicant would own 50.1
per cent or more of the voting shares.

Notice of the application, altording 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 cxpired, and the application and all
comments received, including those submitted by
Bank’s management (*‘Protestants’’), have been
considered in light of the factors set forth in section
3(¢) of the Act.

Applicant, the sccond largest banking organi-
zation in New Hampshire, controls four banks with
aggregate deposits of approximately $214 million,
representing 10.9 per cent of the total deposits in
commercial banks in New Hampshire.! Acquisi-
tion of Bank, the fifty-third largest banking orga-
nization in the State with deposits of $7.5 million,
would increase Applicant’s share of commercial
' All banking data relating to the State of New Hampshire
are as of December 31, 1977, All banking data relating to
the Manchester banking market are as of June 30, 1977, The
figures do not reflect the Board’s approval by Order of Sep-
tember 15, 1978, of Applicant’s application to acquire Wolfe-

boro National Bank, Wolfeboro, New Hampshire, since that
acquisition has not been consummated.
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bank deposits in New Hampshire by less than
one-half of 1 per cent, and would not alter Appli-
cant’s State-wide ranking.

Protestants contend and the Board concurs that
Bank and Applicant’s subsidiary bank in Man-
chester, New Hampshire, The Merchants National
Bank of Manchester (**Merchants Bank''), as well
as its subsidiary Exeter Banking Company, Exeter,
New Hampshire, compete in the Manchester
banking market.? In the Manchester banking
market, Bank is the seventh largest of 11 com-
mercial banking organizations, and controls 1.6
per cent of deposits in commercial banks in the
market. Applicant, with its two subsidiaries in the
market, controls deposits of $72.5 million, repre-
senting 19.1 per cent of market deposits, and ranks
as the second largest commercial banking organi-
zation in the relevant banking market. In addition
to its principal banking office, Merchants Bank has
three branches located in the Manchester banking
market.

Protestants alicge that the proposed transaction
would have “serious adverse™ effects on compe-
tition in the Manchester banking market and
southern New Hampshire. Protestants base their
conclusion concerning  the competitive cllects
upon the assertion that Bank competes effectively
and vigorously with Merchants Bank, as evidenced
by dircct competition for commercial loans, for
municipal deposits and for the purchase of tax
anticipation notes between Bank and Applicant’s
subsidiary. In addition, Protestants belicve that
Bunk should be regarded as a *‘full service bank™”
and theretfore an cffective competitor for so-called
“‘retail banking™’ (i.e., loans and deposit accounts
by individuals and small businesscs.) The Board
has examined the submissions of Protestants, and
based on all the facts of record, concludes that
while consummation of this proposal would climi-
nate some existing competition inasmuch as Ap-
plicant and Bank operate in the Manchester bank-
ing market, in view of the nature of the market,
as well as Bank’s small size and its limited finan-
cial and managerial resources, the Board regards
the citects of the proposal on competition as being

2 The Manchester banking market, the relevant banking
market for the purposes of evaluating the proposed transaction,
is approximated by the Manchester, New Hampshire Ranally
Metro Arvea, and six contiguous towns. The Board notes that
the Manchester banking market is located adjacent to the
Nashua, New Hampshire, and Boston, Massachusetts, banking
markets, and there is evidence that a significant number of
the residents of Londonderry also commute to work and shop
in those adjacent markets.

only slightly adverse. Moreover, while the Man-
chester banking market is somewhat concentrated,
in view of the facts presented in the record of this
application, the Board does not regard the slight
increase in concentration of market deposits asso-
ciated with this proposal as being significant.?
Accordingly, the Board concludes that the pro-
posed acquisition of Bank by Applicant would
have only slightly adverse eftfects on competition.
Moreover, when viewed in light of the other
considerations reflected in the record discussed
below, the Board does not view the eftects on
competition as being so serious as to require denial
of this proposal.

The tinancial and managerial resources of Ap-
plicant and its subsidiarics are regarded as satis-
factory, and their futurc prospects appear favor-
able. While Applicant intends to finance the ac-
quisition with proceeds from a private placement
of notes, it appears from the record that Applicant
has suflicient financial resources to enable it to
service the debt while maintaining suflicient flexi-
bility to meet any unaaticipated difficulties.” As
a result of consummation of this proposal, Bank’s
financial and managerial resources and future
prospects will be strengthened, particularly in light
of Applicant’s commitment to inject nceded capital
into Bank. Protestants state that if the application
is approved, a significant number of Bank’s direc-
tors and officers, including its President, have
expressed their intention to resign their positions

#In this connection the Board notes that three of New
Hampshire's four largest savings banks operate in the Man-
chester banking market, that together they hold almost twice
the amount of market deposits held by all 11 commercial banks
in the market, and that cach one holds more deposits than
any one of the commercial banking organizations in the market.
While the Board continues to view commercial banking as a
distinct line of commerce, the Board recognizes that the pres-
ence of thrift institutions in the relevant banking market,
particularly in New England where thrift institutions have
certain expanded lending and deposit-taking powers, is one
of the factors that may be taken into account in analyzing the
competitive effects of a particular acquisition. See, ¢.g.,
Board's Order approving the merger of Northeast Bancorp,
New Haven, Connecticut, with First Conncecticut Bancorp,
Hartford, Connecticut, 60 FiDERAL RESERVE BuilLerin 375
(1974). In the instant case, the presence of thrift tnstitutions
holding significant amounts of deposits in the Manchester
banking market, in the Board’s view, lessens the severity of
the ctlects of the proposed transaction on competition in that
market.,

* Protestants contend that Applicant’s financial projections
are erroncous, and consequently, that the acquisition debt to
be incurred by Applicant in connection with the proposed
icquisition would be unduly burdensome to Applicant. Protes-
tants do not submit evidence in support of this contention,
and based upon its review of all the facts of record, the Board
concludes that Protestants® contention in this regard is without
merit,
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with Bank, and thereby to cause a depletion of
Bank’s deposits. While Applicant has indicated its
intention to ask all of Bank’s present directors and
officers to remain, Applicant is prepared, and in
the Board’s view, able to provide satisfactory
successor management if the need arises. Further-
more, the Board notes that the overall operations
of Bank have declined somewhat in recent years
under Bank’s present management, and theretore
the Board regards the availability to Bank of
Applicant’s managerial resources as a positive
factor. With respect to the anticipated depletion
of Bank’s deposits as a result of resignations,
Applicant is prepared to minimize the effects of
such depletion by transferring certain deposits
from its subsidiary banks to Bank. Bascd on the
foregoing and other facts of record, the Board
concludes that considerations relating to banking
factors lend weight toward approval of the appli-
cation.

Upon consummation of the proposed transac-
tion, Applicant intends to assist Bank in expanding
the range of services provided to its individual
customers. In particular, Applicant will cause
Bank to increase its hours of operation and to
introduce personal trust services, personal credit
cards, and automated customer services, In addi-
tion, Applicant will causec Bank to increase the
rates paid on [ndividual Retirement Accounts and
reduce the rate of interest charged on overdraft
loans. With regard to Bank’s commercial custom-
ers, Applicant intends to assist Bank in offering
additional services, including corporate trust sery-
ices, lock box, accounts receivable lending, and
import and export services.

Protestants believe that Bank is adequately
serving the needs of its customers and its commu-
nity and that the proposed additional services are
already available in the market and in some cases
are offercd by Bank through its correspondent
banks. In addition, Protestants contend that Bank
would be better able to meet the convenience and
needs of its customers in the future as an inde-
pendent entity. While Bank may bc adequately
serving its community, viewed in light of other
considerations reflected in the record and discussed
above, the Board belicves that afliliation with
Applicant will improve Bank’s ability to continue
o serve its customers and the community in the
future. Furthermore, while the proposed additional
services are not new to the market, in the Board’s
vicw, their availability to the public at an addi-
tional location serves the convenience and nceds

of the community. Thus, considerations relating
to the convenience and needs of the community
to be served lend weight toward approval of the
application, and together with considerations re-
lating to banking factors, are sufficient to outweigh
the slightly adverse effects on competition that
would result from consummation of the proposal.
Accordingly, it is the Board’s judgment that the
proposed acquisition would be in the public inter-
est, and that the application should be approved.

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

By order of the Board of Governors, cffective
November 2, 1978.

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

(Signed) GriFrtry L. GARWOOD,
[SEAL| Deputy Secretary of the Board.
First City Bancorporation of Texas, Inc.,
Houston, Texas

Order Approving Acquisition of Bank

First City Bancorporation of ‘Texas, Inc., Hous-
ton, Texas, a bank holding company within the
meaning of the Bank Holding Company Act, has
applied for the Board’s approval under scction
3(a)(3) of the Act (12 U.8.C. § 1842(a)(3)) to
acquirc all of the voting shares (less directors’
qualifying shares) of the successor by merger to
The Lufkin  National Bank, Lufkin, Texas
(**Bank’’). The bank into which Bank is to be
merged has no significance except as a means to
facilitate the acquisition of the voting sharcs of
Bank. Accordingly, the proposed acquisition of
shares of the successor organization is treated
hercin as the proposed acquisition of the shares
of Bank.

Notice of the application, aflording 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 cxpired, and the Board has considered the
application and all comments received, including
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those of the Department of Justice, in light of the
factors set forth in § 3(c) of the Act (12 U.S.C.
§ 1842(c)).

Applicant, the third largest banking organization
in Texas, controls 29 banks with aggregate depos-
its of approximately $4.7 billion, representing 7.8
per cent of total commercial bank deposits in
Texas.! Acquisition of Bank, with deposits of
$83.1 million, would increase Applicant’s share
of Statcwide commercial bank deposits by less
than two tenths of one per cent and would not
have an appreciable effect upon the concentration
of banking resources in the State.

Bank is the second largest of five banking orga-
nizations in the relevant banking market,? and
controls approximately 41.2 per cent of the total
deposits in commercial banks in the market. None
of Applicant’s subsidiary banks compete in the
relevant banking market and Applicant’s ncarest
subsidiary banking office is located approximately
100 miles from Bank in a separate banking market.
From the record it appears that no significant
existing competition would be eliminated between
Bank and any of Applicant’s subsidiary banks
upon consummation of this proposal.

With respect to potential competition, the
Department of Justice is of the view that approval
would remove Applicant as a means for decon-
centrating the Angelina banking market.* While
it appears that consummation of the proposal
would have some adverse effects upon potential
competition, for the reasons indicated below, the
Board concludes that the proposal would have only
slightly adverse competitive effects.

Bank’s position in the market has declined from
49.0 per cent, at the time of the Board's denial
action, to 41.2 per cent, and approval would not
appear to have the same adverse effects as was
previously expressed by the Board. With respect
to the attractiveness of the market to de novo entry,
as the Board has already indicated, the Angelina
market is not as attractive as it appearcd at the

' All banking data are as of December 31, 1977, and reflect
bank holding company acquisitions and formations approved
as of August 15, 1978.

2 The relevant banking market is approximated by Angelina
County, Texas.

? By action of May 1, 1974, the Board denied Applicant’s
proposal to acquire Bank in light of the elfect such an acquisi-
tion would have upon potential competition at that time. Since
that action, the Board has had occasjon to review the banking
structure of Texas (63 FepERAL RESERVE BurLETIN 500
(1977)) and to consider the attractiveness of the Angelina
banking market for de novo entry (62 Frperat. RESERVE
BuLLETIN 379 (1976)).

time of the Board’s referenced denial action.®
Moreover, upon consummation of this proposal
there will remain entry points for bank holding
companies not represented in the market. In view
of the foregoing and other facts ot record, the
Board concludes that the proposed acquisition
would not have any adverse ellect on existing
competition and only a slightly adverse effect on
potential competition.

The financial and managerial resources and fu-
ture prospects of Applicant, its subsidiaries and
Bank are regarded as generally satisfactory, par-
ticularly in view of Applicant’s commitment to
provide additional equity capital to Bank. Accord-
ingly, considerations rclating to banking factors
arc consistent with approval of the application.
Following consummation of the proposal, Appli-
cant intends to assist Bank in providing trust
services to its customers, as well as specialized
lending programs. Affiliation with Applicant will
also enable Bank to offer credit life and disability
insurance to its customers at rates less than the
rates currently charged by Bank. Considerations
relating to the convenience and needs of the com-
munity to be served lend some weight toward
approval of the application and outweigh the
slightly adverse competitive cfiects that will result
from consummation of this proposal. Accordingly,
it is the Board’s judgment that the proposcd ac-
quisition would be in the public intercst 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 before the thirtieth
calendar day following the eftfective date of this
Order or later than threc months after the cffective
date of this Order, unless such period is extended
tor good cause by the Board or by the Federal
Reserve Bank of Dallas acting pursuant to dele-
gated authority.

By order of the Board of Governors, effective
November 1, 1978.

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

(Signed) Joun M. WaLLACE,

[SEAL] Assistant Secretary of the Board.

* Board Order of March 23, 1976, approving the application
of Republic of Texas Corporation, Dallas, Texas, to acquire
First Bank & Trust, Lufkin, 'Texas (62 FrpeERal. RESERVE
BurLLeTIN 378 (1976)).
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Dissenting Stutement of Governor Wallich

I would deny the application of First City Ban-
corporation to acquire The Lufkin National Bank
for those reasons set forth in the Board’s original
denial of this case as well as the reasons in my
Dissenting Statements in the past Texas Commerce
Bancshares, Inc., First City Bancorporation of
Texas, Inc., DETROITBANK, and Northwest
Bancorporation decisions.! The evidence does not
secem to me to support the view that the situation
at hand has changed substantially from the time
when the Board originally considered this pro-
posal. I continue to view the consummation of this
proposal as having adverse etfects upon potential
competition which are not outweighed by conven-
ience and needs considerations.

The acquisition of the Lufkin National Bank,
the second largest bank in the relevant market,
by First City Bancorporation, the third largest
banking organization in the State of Texas, would
perpetuate a pattern of acquisition whereby the five
largest banking organizations in Texas acquire the
leading banks in the State’s secondary metro-
politan areas., Continuation of this trend increascs
the size disparity between the largest banking
organizations in Texas and all other banking orga-
nizations in the State. In addition, this pattern
encourages bank holding companies to eschew de
novo or foothold entry into attractive and highly
concentrated markets in favor of eatry by a less
procompctitive means. While the majority has
already indicated 2 that it does not consider the
Angelina market as attractive tor de novo entry
as it appeared at the time it first denied this case,
I disagreed with that determination * and continue
to do so, particularly in light of the continucd

' See the Dissenting Statements accompanying the Board
Orders approving the applications of Texas Commerce Banc-
shares, Inc., Houston, Texas, to merge with The Bancapital
Financial Corporation, Austin, Texas (63 FEDEFRAI RESERVE
Borierin 500 (1977)); First City Bancorporation of Texas,
Inc., Houston, Texas, to acquire City National Bank of Austin,
Austin, Texas (63 FEpkrral RESERVE BULLETIN 674 (1977));
DETROITBANK Corporation, Detroit, Michigan, 10 acquire
[.ake Shore Financial Corporation, Muskegon, Michigan (63
FEDERAT. RESERVE BUILLEIIN 920 (1977)); and Northwest
Bancorporation, Minneapolis, Minnesota, to acquire First Na-
tional Bank, Fort Dodge. lowa, in Fort Dodge, lowa (63
FEDERAL RESERVE BULLELIN 1096 (1977)).

2 Board Order of March 23, 1976, approving the application
of Republic of Texas Corporation, Dallas, Texas, to acquire
First Bank & Trust, Lufkin, Texas.

3 Dijssenting Statement of Governotrs Holland and Wallich
accompanying Board Order of March 23, 1976, approving the
application of Republic of ‘Texas Corporation, Dallas, Texas,
to acquire First Bank & Trust, Lufkin, Texas.

population growth of Angelina County at a rate
faster than that for the State of Texas (15.5 per
cent as compared with 14.6 per cent for the period
1970-1978); also, the ratio of population to bank-
ing offices for Angelina County remains higher
than that for the Statc of Texas (11,400 as against
9,294). Morcover, foothold entry is possible by
acquisition of one of the smaller banks in the
market. Finally, as in the acquisition by Republic
of Texas Corporation of First Bank & Trust, which
is also located in the Lufkin market, this acquisi-
tion could further solidify the position of Lutkin
National Bank in the market and thereby contribute
to the continuation of an already high degree of
market concentration, without any countervailing
public benefits. Accordingly, consummation of
this proposal would, in my view, climinate a
potential entrant into the market without some
offsetting procompetitive benefits.

In light of the above, [ would deny this applica-
tion.

First National Holding Corp.,
Atlanta, Georgia

Order Denying Acquisition of Bank

First National Holding Corp., Atlanta, Georgia,
a bank holding company within the meaning of
the Bank Holding Company Act, has applied for
the Board’s approval under section 3(a)(3) of the
Act (12 U.S.C. § 1842(a)(3)) to acquire 100 per
cent of the voting shares of Gwinnett Bank and
Trust Company, Norcross, Georgia.

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(c)).

On the basis of the record, the application is
denied for the reasons sct forth in the Board’s
Statement, which will be released at a later date.

By order of the Board of Governors, effective
November 3, 1978.

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

(Signed) JoHN M. WALLACE,

[SEAL] Assistant Secretary of the Board.
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Statement by

Board of Governors of the

Federal Reserve System

Regarding Application of

First National Holding Corp. to Acquire
Gwinnett Bank and Trust Company

First National Holding Corp., Atlanta, Georgia,
a bank holding company within the meaning of
the Bank Holding Company Act, applied for the
Board's approval under section 3(a)(3) of the Act
(12 U.S.C. § 1842(a)3)) to acquire all of the
voting shares of Gwinnett Bank and Trust Com-
pany (‘‘Bank™’), Norcross, Georgia. Notice of the
application was given in accordance with section
3(b) of the Act, and the time for filing comments
and vicws had expired. The Board 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(c)), and by Order dated November
3, 1978, the Board denied this application for the
recasons sct forth below.

Applicant, the third largest bank holding com-
pany in Georgia, controls four subsidiary banks !
with aggregate deposits of $1.58 billion, repre-
senting 11.0 per cent of the total deposits in
commercial banks in the Statc.? Acquisition of
Bank, with deposits of $24.4 million, would in-
crease Applicant’s share of deposits in commercial
banks in Georgia by less than two-tenths of one
per cent and would not have an appreciable eflect
upon the concentration of banking resources in the
State.

Bank is the 27th largest bank in the Atlanta
banking market,® with 0.38 per cent of the deposits
in commercial banks in that market. Applicant’s
lead bank is the sccond largest banking organi-
zation in the relevant market, with deposits of $1.4
billion, representing 22.3 per cent of deposits in
commercial banks in that market. While Appli-
cant’s lead bank operates 59 branches in the mar-
ket, none of these branches is located in the county
of Bank, and State law precludes intercounty
branching and de novo entry by bank holding
companies. Accordingly, while consummation of

! One of Applicant’s subsidiary banks, The Bank of Dalton,
Dalton, Georgia (deposits of $22.7 million), must be divested
in accordance with a previous Board Order. 63 FEDERAL
RESERVE BULLETIN 929 (1977).

2 Al banking data are as of December 31, 1977.

3 The Atanta banking market is approximated by the coun-
ties of Fulton, De Kalb, Cobb, Gwinnett, Douglas, Henry,
Clayton, and Rockdale.

this proposal would climinate some existing com-
petition between Applicant’s banking subsidiaries
and Bank, the Board concludes that Applicant’s
acquisition of Bank would not have significantly
adverse competitive effects in any relevant area.

The financial and managerial resources of Bank
are generally satisfactory, and its future prospects
appear favorable. As the Board has stated on a
number of occasions, however, a bank holding
company should be a source of financial and man-
agerial strength for its subsidiaries. With respect
to Applicant, the Board stated in its September
28, 1977, Order approving the acquisition by Ap-
plicant of First Bank of Savannah, Savannah, and
The First National Bank of Dalton, Dalton, that
**Applicant should continuc to strengthen [its]
financial resources before it attempts to cxpand
through proposals involving a diversion of its
existing resources.”” While the Board finds that
Applicant’s financial condition has improved since
that Order was issued, the Board believes that
more substantial improvement should occur and
that Applicant is thus premature in submitting to
the Board a proposal for this acquisition. {t is the
Board's view that at the present time Applicant
should continue to direct its resources toward
strengthening the financial position of its existing
structure. Accordingly, the Board concludes that
the banking factors of Applicant’s proposal weigh
against approval of this application.

There is no evidence to indicate that the banking
needs of the community served by Bank are not
being met currently. Applicant proposes to expand
both the consumer and commercial services of-
fered through Bank, principally by introducing the
expanded services and automation Applicant has
already made available through its other banking
subsidiaries. Consequently, convenience and
needs considerations lend some weight toward
approval of the application. However, they are not
sufficient, in the Board’s judgment, to outweigh
the adverse banking factors reflected in the record.
Accordingly, it is the Board’s judgment that con-
summation of the proposal at this time would not
be in the public interest and that the application
should be denied.

Board of Governors of the Federal Reserve
System, effective November 8, 1978.

(Signed) JoHN M. WALLACE,

|SEAL] Assistant Secretary of the Board.
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First Railroad & Banking Company of Georgia,
Augusta, Georgia

Order Approving Acquisition of Bank

First Railroad & Banking Company of Georgia,
Augusta, Georgia, has applied for the Board's
approval under section 3(a}(3) of the Bank Holding
Company Act (12 U.S.C. § 1842(a)(3)) to acquire
80 per cent of the voting shares of First Georgia
Bank (‘*Bank’’), Atlanta, Georgia, through a con-
version of preferred shares ot Bank that Applicant
acquired in 1975 with Board consent.!

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

Applicant, the sixth largest banking organi-
zation in Georgia, controls one bank with aggre-
gate deposits of approximately $279 million, rep-
resenting 2 per cent of the total commercial bank
deposits in the State.? Acquisition of Bank ($92
million in deposits) would increase Applicant’s
share of deposits Statewide by 0.6 per cent and
would not result in a significant increase in the
concentration of banking resources in Georgia,

Bank is the cighth largest of 32 banking organi-
zations operating in the Atlanta banking market,
controlling 1.4 per cent of market deposits.® Ap-
plicant’s banking subsidiary is located approxi-
mately 140 miles from Bank in a separate banking
market, and no significant existing competition
would be eliminated between Bank and Appli-
cant’s subsidiary bank by consummation of this
proposal. Although Applicant’s finance company
subsidiary maintains onc¢ office in the Atlanta
banking market, the amount of existing competi-
tion between this subsidiary and Bank that would
be eliminated is slight since the finance company
office has total receivables of only $700,000. Ap-
plicant proposes to enter the market through the
acquisition of a bank having a small market share
! Absent the Board's prior consent, such an acquisition of
convertible shares in some circumstances could represent an
acquisition of voting shares within the meaning of section 3(a)
of the Act without prior approval. Fulton National Corporation,
64 FrprraL RESERVE BurLiemin 121 (1978).

2 All banking data are as of December 31, 1977.

3 The Atlanta banking market is approximated by the coun-
ties of Fulton, DeKalb, Cobb, Douglas, Gwinnctt, Henry,
Clayton, and Rockdale, Georgia.

of deposits. Moreover, it does not appear likely
that Bank would, at any time in the near future,
develop the potential to become the lcad bank of
a regional banking organization. Accordingly, on
the basis of the size of Bank and Applicant and
other facts of record, the Board concludes that
consummation of the proposal would not have any
significant adverse effects upon competition.

The financial and managerial resources and fu-
ture prospects of Applicant and its subsidiaries are
generally satisfactory, and those of Bank are con-
sistent with approval in view of recent improve-
ment in Bank’s financial resources and the likeli-
hood that affiliation with Applicant will further
strengthen Bank’s financial and managerial re-
sources and cnhance its future prospects. Thus,
banking factors are consistent with approval of this
application.

Applicant plans to introduce some new services
to customers of Bank, including expanded time
and savings deposit programs, as well as lcasing
and on-site trust services. In addition, afliliation
with Applicant will give Bank access to the spe-
cialized lending skills of the officers of Applicant’s
largest banking subsidiary. These considerations
relating to the convenience and needs of the com-
munity to be served lend some weight toward
approval of the application and outweigh any ad-
verse competitive effects that might result from
consummation of this proposal. Based upon the
foregoing and other considerations reflected in the
record, it is the Board’s judgment that the pro-
posed 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 summarized above. The
transaction shall not be consummated before the
thirtieth calendar day following the effective date
of this Order, or later than three months after the
ctfective datc of this Order unless such period is
extended for good cause by the Board, or by the
Federal Reserve Bank of Atlanta pursuant to dele-
gated authority.

By order of the Board of Governors, effective
November 2, 1978.

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

(Signed) JoHN M. WALLACE,

[SEAL] Assistant Secretary of the Board.
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Georgia Bancshares, Inc.,
Macon, Georgia

Order Approving
Formation of Bank Holding Company

Georgia Bancshares, Inc., Macon, Georgia, has
applied for the Board’s approval under section
3(a)(l) of the Bank Holding Company Act (12
U.S.C. § 1842(a)(1)) of formation of a bank
holding company by acquiring 100 per cent of the
voting shares of the successor by merger to The
Georgia Bank and Trust Company, Macon, Geor-
gia (*'‘Bank’’). The company 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 trecated
hercin as the proposed acquisition of the shares
of 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 U.S.C. § 1842 (c)).

Applicant is & nonoperating corporation formed
for the purpose of acquiring Bank, the fifteenth
largest bank in the State of Georgia.! Bank holds
approximately $84.5 million in deposits, repre-
senting 0.58 per cent of deposits in commercial
banks in the State; it is the second largest of twelve
banks located in the relevant banking market,?
with approximately 23.2 per cent of total deposits
in commercial banks in that market. The proposal
is essentially a reorganization ot existing owner-
ship intcrests, and Applicant neither engages in
any activity directly nor holds shares of any other
bank or nonbank firm. Furthermore, none of Ap-
plicant’s principals, officers or directors hold any
interest in, or serve in a similar capacity, with
any other bank located in the relevant market. It
appears that consummation of the proposal would
not climinate competition or increase the concen-
tration of banking resources in any relevant area.?
Thus, the Board concludes that the cifects of the

' All banking data are as of March 31, 1978.

2 ‘The relevant market is approximated by Bibb, Houston,
Jones, and Twiggs Counties, all in the State of Georgia.

# Originally, Applicant proposed that its board of directors
would include eight directors who serve as directors or honor-
ary directors of five savings and loan associations in Macon,
Georgia. In response to Congress™ passage ot the Financial

proposal on competition are consistent with ap-
proval of the application.

The financial and managerial resources of Ap-
plicant, which are dependent upon those of Bank,
arc regarded as satisfactory, and their future pros-
pects appear favorable. Accordingly, banking fac-
tors are consistent with approval of the application.

Although Applicant docs not propose to institute
any new services in connection with its acquisition
of Bank, considerations relating to the conven-
ience and needs of the community to be served
are consistent with approval of the application. It
is the Board’s judgment that the proposed transac-
tion would be consistent with the public intcrest
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 before the thirtieth
calendar day following the effective date of this
Order or later than three months after the effective
date of this Order, unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Atlanta pursuant to delegated
authority.

By order of the Board of Governors, eifective
November |, 1978,

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

(Signed) Joun M. WalLlLACE,
[SEAL] Assistant Secretary of the Board.
Hawkeye Bancorporation,
Des Moines, lowa
Order Granting

Request for Reconsideration
and Approving Acquisition of Bank

Hawkeye Bancorporation, Des Moines, lowa,
(‘‘Hawkeye'"}, a bank holding company within the

Institutions Regulatory Act of 1978 (“"FIRA™"), which is cur-
rently awaiting the President’s signature, Applicant has com-
mitted that it will not have any interlocking directors or oflicers
with any savings and loan association in the relevant market.

The FIRA includes a prohibition against, inter alia, director
interlocks between depository institutions, including commer-
cial banks and savings and loan associations, and bank holding
companies. While the FIRA *‘grandfathers’” interlocks that
existed on the date of its enactment, it appears that the
interlocks proposed by Applicant in this case would not qualify
for the grandfather exemption. (See Board Order dated October
27, 1978, approving the application by Commercial Bank-
shares, Inc., Griflin, Georgia, to become a bank holding
company.)
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meaning of the Bank Holding Company Act; has
applicd for the Board's approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)y3)) to
acquire all of the voting shares (less directors’
qualifying shares) of Sccond National Bank, El-
dora, lowa ('*Bank'’), through the acquisition of
all of the voting shares of Second Bancorporation,
Eldora, lowa (*‘Bancorporation’).

Notice of the application, aflording 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 cxpired, and the Board has considered
the application and all comments received, in-
cluding those submitted by the lowa Department
of Banking, in light of the factors sct forth in
section 3(c) of the Act (12 U.S.C. § 1842(¢)).

By Order dated March 7, 1978, the Board
denied Hawkeye’s application to acquire Bank.
Hawkeye has requested reconsideration of that
Order. The request for reconsideration is filed
pursuant to section 262.3(g)5) of the Board’s
Rules of Procedure, 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 pre-
sented to the Board, or unless it otherwise appears
to the Board that reconsideration would be appro-
priate.”’ Hawkeye bases its request upon certdin
information relating to the Board’s definition of
the relevant banking market. The Board has ex-
amined the entire record in this application, and
finds that the request for reconsideration raises
relevant factual issues that appear appropriate in
the public interest for the Board to consider. Ac-
cordingly, the request for reconsideration is
granted and the Board's Order of March 7, 1978,
relating to Hawkeye is hereby vacated.

Applicant, the third largest banking organization
in lowa, controls 17 banks with aggregate deposits
of approximately $559.9 million, representing 4.2
per cent of total deposits in commercial banks in
lowa.! Acquisition of Bank, with deposits of $12.8
million, would increase Applicant’s share of com-
mercial bank deposits in lowa by one-tenth of 1
per cent and would not have an appreciable effect
upon the concentration of banking resources in the
State.

Bank is the fifth largest of nine commercial
banking organizations in the relevant banking

' Unless otherwise indicated, banking data are as of Junc
30, 1977.

market,? and controls 9.2 per cent of deposits in
commercial banks in the market. None of Hawk-
eye's subsidiary banks compete in the relevant
banking market, and Hawkeye’s nearest subsidiary
bank is located in an adjacent, but separate, bank-
ing market.® From the entire record in this appli-
cation, it appears that no significant competition
presently exists between Hawkeye's banking sub-
sidiary and Bank, and it appcars unlikely that any
significant competition will develop in the future.
Accordingly, consummation of this proposal
would not have any adverse effect upon competi-
tion. Therefore, the Board concludes that compet-
itive considerations are consistent with approval
of the application.

The financial and managerial resources of Ap-
plicant and its subsidiaries are regarded as satis-
factory, and their future prospects appear favor-
able. The financial and managerial resources and
future prospects of Bank arc regarded as generally
satisfactory. Accordingly, considerations relating
to banking factors arc consistent with approval of
the application. Upon consummation of the pro-
posal, Applicant intends to assist Bank in provid-
ing its customers with additional services, such
as farm management, investment advice and data
processing. Therefore, considerations relating to
the convenience and needs of the community to
be served ure consistent with approval. Accord-
ingly, it is the Board’s judgment that, upon con-
sideration of all the facts of record, approval of
the application would be consistent with the public
interest and 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 eflective date of
this Order or (b) later than thrce months after the
cffective date of this Order, unless such period

2 The relevant banking market ts approximated by Hardin
County, lowa.

3 In its Order of March 7, 1978, the Board defined the
relevant banking market to include a portion of Hardin County
and adjacent Grundy County in which one of Hawkeye’s
banking subsidiaries is located. On that basis the Bourd con-
cluded that the elimination of existing competition in that
market that would result from the proposed transaction was
an adverse factor that warranted denial of the application. In
light of Hawkeye's request for reconsideration, the Board has
reexamined its carlier findings with regard to the relevant
banking market, and based on the entire record in this applica-
tion, particularly the distance between Bunk and Applicant’s
subsidiary bank and the lack of commercial intercourse be-
tween the cities in which these banks are located, the Board
has concluded that the relevant banking market in which to
analyze the competitive cflects of this proposal should be
limited to Hardin County, lowa.
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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, effective
November 3, 1978.

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

(Signed) GRIFFITH L. GARWOOD,
[seatL] Deputy Secretary of the Board.
Hunter Holding Co.,
Hunter, North Dakota

Order Denying
Formation of a Bank Holding Company

Hunter Holding Co., Hunter, North Dakota, has
applied for the Board’s approval under section
3(a)(1) of the Bank Holding Company Act of 1956
(12 U.S.C. § 1842(a)(1)) of formation of a bank
holding company by acquiring 100 per cent of the
voting shares (less directors’ qualifying shares) of
Security State Bank of Hunter (‘‘Bank’’), Hunter,
North Dakota.

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(c) of the Act
(12 U.S.C. § 1842(c)).

Applicant is a nonoperating corporation with no
subsidiaries, organized for the purpose ot becom-
ing a bank holding company through the acquisi-
tion of Bank, which has deposits of $7.8 million.!
Upon acquisition of Bank, Applicant would con-
trol the 102nd largest bank in North Dakota,
controlling 0.2 per cent of the total deposits in
commercial banks in the State.

Bank is the 17th largest of 23 banking organi-
zations in the Fargo-Moorhead banking market,?
controlling 1.2 per cent of the market’s commer-
cial bank deposits. This proposal involives a re-
structuring of Bank’s ownership from individuals
to a corporation controlled by the same individ-
uals. One of Applicant’s principals has a control-
ling interest in a second bank holding company.

' All banking data are as of March 31, 1978,
2 The Fargo-Moorhead banking market is approximated by
Cass County, North Dakota, and Clay County, Minnesota.

However, the banking subsidiary of that holding
company is located outside Bank’s market. It
appears from the facts of record that consumma-
tion of the proposal would not result in any in-
crease in the concentration of banking resources
or any adverse effects upon competition in any
relevant area. Thus, the Board concludes that
competitive considerations arc consistent with ap-
proval.

The Board has indicated on previous occasions
that a holding company should serve as a source
of financial and managerial strength to its subsidi-
ary banks, and the Board examines closely the
managerial resources, financial condition, and fu-
ture prospects of each applicant with this consid-
eration in mind.? In this case, the Board concludes
that the record presents adverse considerations that
warrant denial of the proposal to form a bank
holding company.

With respect to financial considerations, the
Board notes that Applicant would incur debt in
connection with its proposed acquisition of Bank’s
shares. Applicant proposes to service this debt
over a 12-year period with dividends to be declared
by Bank. In the Board’s view, Applicant’s pro-
jected income would not provide Applicant suffi-
cient financial flexibility to service its acquisition
debt without adversely affecting the capital posi-
tion of Bank, or to meet any unexpected problems
that might arise at Bank, even using projections
based on the figures provided by Applicant. Nei-
ther does it appear that the planned sale of Bank’s
capital notes or other steps proposed by Applicant
will sufficiently improve the financial resources
and future prospects of Applicant or Bank or
cnable Applicant to serve as a source of strength
to Bank. Therefore, the Board concludes that
considerations relating to financial resources and
future prospects weigh against approval of this
application.

Applicant’s principals acquired control of Bank
in December, 1974. Material in the record reflects
that Bank’s earnings and capital position have

3 The Bank Holding Company Act requires that the Board,
in acting upon an application to acquirc a bank, inquire into
the financial and managerial resources of an applicant. While
this proposal involves the transfer of the ownership of Bank
from individuals to a corporation owned by the same individ-
uals, the Act requires that before an organization is permitted
to become a bank holding company and thus obtain the benefits
associated with the holding company structure. it must secure
the Board's approval. Section 3(¢) of the Act provides that
in every case the Board must consider, among other things,
the financial and managerial resources of both the applicant
company and the bank to be acquired.
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generally been lower than those of similarly situ-
ated banks in the State. Such results appear to be
attributable at least in part (o the policies and
practices of Applicant's principals; and the Board
is unable to conclude that managerial consid-
crations lend any weight toward approval of this
application.

No significant changes in Bank's operations or
in the services offered to Bank’s customers are
anticipated to follow from consummation of the
proposed acquisition.  Conscquently,  consid-
erations relating to the convenience and needs of
the community to be served arce consistent with
but do not lend weight toward approval of this
application.

On the basis of the circumstances concerning
this application, the Board concludes that the
banking considerations involved in this proposal
present adverse factors bearing upon the financial
resources and future prospects of Applicant and
Bank. Such adverse factors are not outweighed by
any procompetitive effects or by benefits to the
convenience and neceds of the community. Ac-
cordingly, it is the Board's judgment that approval
of the application would not be in the public
interest and that the application should be denied.

On the basis of the facts of record, the applica-
tion is denied for the rcasons summarized above.

By order of the Board of Governors, cllective
November 29, 1978,

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

(Signed) GrirriTn L. GARWOOD,

[sEAL] Deputy Secretary of the Board.

John-Wade Co.,
Santa Ana, California

Order Approving
Formation of Bank Holding Company

John-Wade Co., Santa Ana, California, has
applied for the Board's approval under section
3(a)(!) of the Bank Holding Company Act (12
U.S.C. § 1842(a)l)) of formation of a bank
holding company by rctaining approximatcly 60
per cent of the voting shares of Coast Bancorp,
Long Beach, California, a bank holding company
that controls Coast Bank (‘*Bank’’), Long Beach,
Calitornia.

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(c) of the Act
(12 U.S.C. § 1842(c)).

This application concerns the acquisition of an
indirect interest in Bank in violation of the Act.
Upon the cflective date of the 1970 Amendments
to the Act, which brought one-bank holding com-
panies within the Act’s coverage, Applicant’s
principals owned all the shares of Applicant and
of two other companies, Sierra Rock Products
Company (**Sierra’™’) and Orange County Rock
Products Company (*‘Orange County'), which
respectively held 24 per cent and 35 per cent of
the voting shares of Coast Bancorp. These com-
panics had acquired their interests in Bank before
June 30, 1968. By virtue of its indirect ownership
of more than 25 per cent of Bank, Orange County
was required to register as a bank holding com-
pany, but failed to do so, in violation of section
5(a) of the Act. In 1973 the two companics merged
into Applicant without the Board's prior approval,
a transaction that caused Applicant, which had no
prior interest in Bank, to become a bank holding
company indirectly controlling 2 majority of
Bank’s shares, in violation of the Act.!

The record reflects that this merger was under-
taken on advice of counsel as an cstate planning
measurc and to simplify the business attairs of
Applicant’s principals. In addition, it appears that,
while  Applicant and its predecessor, Orange
County. were late in learning ot their respon-
sibilities under the Act, as soon as Applicant
lcarned of them it acted responsibly and in good
faith, contacting its Reserve Bank promptly and
cooperating fully with the Federal Reserve System
in sceking to resolve this matter. Applicant has
also furnished the Board definite and satisfactory
undertakings regarding its future conduct, and by
voluntarily relinquishing certain exemption privi-
leges to which it might otherwise be entitled,

' In addition, in 1976 Applicant acquired an additional 154
shares of Coast Bancorp, increasing its ownership of  that
company from 59.49 0 59.98 per cent, in reliance on section
3(a}B) of the Act, which permits a bank holding company
controlling a majority of a bank’s shares to acquire additional
shares without prior Board approval. The privilege of section
3(a)(B) is available only to bank holding companies that law-
tully control a majority of a bank’s shares. Since Applicant
did not, its 1976 purchase was in violation of the Act, though
based on a reasonable misunderstanding of section 3(a)(B).
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Applicant has provided sufticient cvidence to per-
suade the Board that Applicant’s future conduct
will be subject to adequate supervision and con-
form to the requirements of the Act. In accordance
with its policy regarding violations of the Act and
upon examination of all the facts of record, the
Board has concluded that Applicant’s violations
do not reflect so adversely on Applicant’s mana-
gerial resources as to require denial of its applica-
tion to retain shares of Coast Bancorp.

By retaining its indirect interest in Bank, which
holds deposits of $41 million, Applicant would
control the 89th largest banking organization in
California and approximately 0.04 per cent of the
total deposits in commercial banks in the State.?
Bank is the 61st largest commercial bank compet-
ing in the relevant banking market, holding ap-
proximately 0.1 per cent of the total deposits in
commercial banks in that market.® Since Applicant
has no other bank subsidiarics and is not under
common control with any other bank or bank
holding company, and since the merger by which
Applicant acquired Coast Bancorp's shares was in
the nature of a reorganization and consolidation
of existing interests in Bank by Applicant’s
principals, it appears that retention of Applicant’s
indirect interest in Bank would not have any ad-
verse effect on competition or concentration of
banking resources in any relevant arca, and that
its original acquisition of that interest did not have
any adverse effect. Thus, the Board concludes that
the cffects of this proposed retention on competi-
tion are consistent with approval of the applica-
tion.

In light of undertakings by Applicant that would
govern its future conduct and restrict its future
nonbank expansion, the financial and managerial
resources of Applicant are considered gencrally
satisfactory, as arc the managerial and financial
resources of Bank and Coast Bancorp, and their
future prospects appear favorable. Thus, banking
factors are consistent with approval of the appli-
cation.

Central to the Board’s conclusion regarding
Applicant’s managerial and financial resources,
however, is Applicant’s agreement to curtail future
unsupervised expansion. Applicant now owns and
manages some real property in California and

2 Banking data are as of December 31, 1977, except as
otherwise noted.

3 The relevant banking market is approximated by the Los
Angeles RMA. Market data are as of June 30, 1977.

Hawaii, which it acquired between 1958 and 1973,
It appears that this ownership is permissible under
section 4(¢)(ii) of the Act,* and the Board believes
that continued ownership will not jeopardize or
impair the financial resources of any organization
involved in this application.

However, Applicant has waived all rights under
the Act's exemption with respect to its future
acquisitions and activities. In the future it will not
acquire new propertics or engage in ncw nonbank
activities except on the same terms applicable to
bank holding companies having no exemption or
grandfather rights, and then only with Board ap-
proval required for such other bank holding com-
panics. This agreement is part of a series of
undertakings by Applicant designed to cncourage
closer consultation between Applicant and the
Federal Reserve System, and to ensure that Appli-
cant’s future conduct will be in compliance with
the Act and subject to adequate supervision, to
the end that Applicant’s financial resources will
be protected and the violations of the Act by
Applicant and its predecessor, Orange County,
will not recur. The agreement also recognizes the
fuct that, while Applicant is thc successor to
Orange County, a company covered in 1970 and
having exemption rights under section 4(c)(ii) of
the Act, it is also the successor to Sierra, a
company having no exemption or grandfather
rights under the Act. The rctention by Applicant
of Sierra’s indirect interest in Bank represents a
material expansion in a single organization of the
banking interest that gave rise to Orange County’s

+ Orange County was a bank holding company covered in
1970 that, because of its ownership by a single family, was
entitled to the benefits of the family exemption of section
4(e)ii) of the Act. Under that section Orange County could
have retained its nonbank assets and activitics, whether or not
retention would have been permissible for other bank holding
companies under section 4(¢)(8) of the Act, and it could have
expanded those activities and commenced new activities with-
out Board approval. For example, under the family cxemption,
Orange County could have acquired Applicant’s real property
even though the Board has determined real estate development
and management to be impermissible for bank holding compa-
nies, Because all three companies that were merged in 1973
have at all times been wholly owned by the same [amily,
Applicant’s acquisition of OQrange County’s indirect interest
in Bank cffected no substantial change in the control of Bank
or the beneficial ownership of Bank's shares. Accordingly,
under section 2(e) of the Act, Applicant should be viewed as
a successor 10 Orange County and entitled to its rights under
the family exemption of the Act with respect to the retention
of its nonbank asscts and activities. These assets and activities
will cease to be protected by the tamily exemption it at any
time 15 per cent or more of Applicant’s shares become owned
by persons other than members of the family that now owns
those shares, and divestiture would then be required.
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excmption, and the Board regards the retention of
that interest acquired from Sietra as warranting
termination of Applicant’s future exemption privi-
leges as an appropriate condition to approval of
this application.

Although this application involves the retention
of an indirect interest in Bank, and its approval
would effect no changes in the banking services
offered by Bank, considerations relating to the
convenience and needs of the community to be
served are consistent with approval of the applica-
tion. It has been determined that Applicant’s re-
tention of its shares of Coast Bancorp, subject to
the commitments of record, would be in the public
interest and that its application should be ap-
proved.

On the basis of the record, the application is
approved for the reasons and subject to the condi-
tions summarized above.

By order of the Board of Governors, effective
November [, 1978.

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

(Signed) Joun M. WALLACE,

[SEAL] Assistant Secretary of the Board.

Keystone Bancshares, Inc.,
Monona, lowa

Order Approving Formation of
a Bank Holding Company

Keystone Bancshares, Inc., Monona, [owa, has
applied tor the Board’s approval under section
3(a)(1) of the Bank Holding Company Act (12
U.S.C. § 1842(a)(1)) to become a bank holding
company through the acquisition of 80 per cent
or more of the voting shares of Peoples State Bank,
Elkader, lowa (‘*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 cxpired, 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(c)).

Applicant is a nonoperating lowa corporation
organized for the purpose of becoming a bank
holding company by acquiring Bank ($4.9 million

in deposits).! Upon acquisition of Bank, Applicant
would control the 604th largest banking organi-
zation in lowa and approximately 0.03 per cent
of total deposits in commercial banks in the State.

Bank is the eighth largest of nine banks located
in the Elkader banking market? and holds approx-
imately 5.4 per cent of the market’s commercial
bank deposits. This proposal involves a restruc-
turing of Bank's ownership from individuals to a
corporation controlled by the same individuals.
Applicant’s two principals, who also scrve as
officers and directors of Applicant, arc principals
of a one-bank holding company and its subsidiary
bank, Union State Bank, Monona, Iowa (*‘Union
Bank'"), located in Bank's market. Union Bank
($10.2 million in deposits) is the fifth largest bank
in the market, controlling 11.2 per cent of market
deposits. At the time Applicant’s principals ac-
quired control of Bank, in January 1970, they
indirectly held the controlling interest in Union
Bank and served as its president and vice presi-
dent. Bank and Union Bank together controlled
12.5 per cent of the deposits in the Elkader market,
or 2.7 per cent and 9.8 per cent, respectively.®
Although the acquisition of Bank by Applicant’s
principals eliminated some competition existing at
that time betwcen Bank and Union Bank, in the
Board’s judgment, the acquisition had only
slightly adverse effects upon competition. Upon
consummation of the subject proposal, the two
banks controlled by Applicant’s principals would
hold aggregate deposits representing 16.6 per cent
of market deposits or slightly more than the de-
posits held by the market’s second largest banking
organization. While approval of the subject pro-
posal would turther solidify the rclationship be-
tween the two afliliated banks and reduce the
likelihood that the banks would become inde-
pendent competitors in the future, based upon all
of the facts of record, including the small size of
the two banks, their rank in the market, and the
presence of banking alternatives in the Elkader
banking market, it appears that consummation of
the proposal would have only slightly adverse
clfects upon competition.

Where principals of an applicant arc cngaged
in operating a chain of one-bank holding compa-
nics, the Board has indicated that it is appropriate

'OALNL deposit data are as of December 31, (977, unless
otherwise noted.

2 ‘The Elkader banking market is approximated by Clayton
County. lowa.

4 Deposit data are as of December 31, 1969,
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to apply multi-bank holding company standards in
assessing the financial prospects both of an appli-
cant seeking to become a bank holding company
and of its proposed subsidiary bank.* Based upon
such analysis in this case, the financial and mana-
gerial resources and future prospects of Applicant,
Bank, and the affiliated bank and bank holding
company appear to be generally satisfactory, par-
ticularly in light of certain commitments made by
Applicant in connection with this application. The
future prospects of Applicant are entirely depend-
ent upon the resources of Bank. Applicant pro-
poses to service the debt to be incurred over a
twelve-year period through dividends to be de-
clarcd by Bank and the tax benefit to be derived
from filing consolidated tax returns. In light of the
past carnings of Bank and Applicant’s commit-
ments, the anticipated growth in Bank carnings
appcars to provide Applicant with sufficient finan-
cial flexibility to meet its annual debt servicing
requirements, while maintaining an adequate cap-
ital position for Bank. Therefore, considerations
relating to banking factors arc consistent with
approval of the application.

Since Applicant’s principals acquired control of
Bank in 1970, Bank has improved its banking
services to its customers, and recently has estab-
lished a new oflice in Elkader, lowa, to better serve
the convenicnce of Bank's customers. Following
consummation of the transaction, Applicant in-
tends to assist Bank in continuing to provide these
banking services and to aid Bank in the con-
struction of a new physical tacility tor its Elkader
office. These considerations relating to conven-
ience and needs of the community to be served,
while not substantial, lend some¢ weight toward
approval of this application. 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 of the record, the application is
approved for the reasons summarized above. The
transaction shall not be consummated before the
thirtieth calendar day following the effective date
of this Order or later than three months after the
citective date of this Order, unless such period
is extended for good cause by the Board, or by
the Federal Rescrve Bank of Chicago pursuant to
delegated authority.

4 See, e.g., the Board’s Order dated June (4, 1976, denying
the application of Nebraska Banco, Inc., Ord, Nebraska, to
become a bank holding company (62 Fepkrar. Riustrve Bui.-
LETIN 638 (1976)).

By order of the Board of Governors, cffective
November |, 1978.

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

(Signed) Joun M. WALLACE,

[SEAL] Assistant Secretary of the Board.

Otto Bremer Company,
St. Paul, Minncsota

Order Approving Acquisition of Bank

Otto Bremer Company, St. Paul, Minnesota, 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 68.2 per cent of
the voting shares of First National Bank of Crook-
ston, Crookston, Minnesota (‘*Bank’’).

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 considcred the
application and all comments received in light of
the factors set torth in § 3(c) of the Act (12 U.S.C.
§ 1842(c)).

Applicant, a wholly-owned subsidiary of Otto
Bremer Foundation, St. Paul, Minnesota (**Foun-
dation’’), is a multi-bank holding company that
proposes to acquire shares of Bank from Founda-
tion as part of a reorganization of Applicant and
Foundation. Applicant has 20 subsidiary banks in
Minnesota and North Dakota. In addition Appli-
cant and Foundation together hold a majority in-
terest in four other banks. The Otto Bremer orga-
nization is the third largest banking organization
in Minnesota, with 16 subsidiary banks (including
Bank) holding total deposits of $474.8 million,
which represents 2.9 per cent of total deposits in
commercial banks in the State.!

Bank (deposits ot $31.5 million) is the largest
bank in the relevant banking market,? controlling
33.6 per cent of the total deposits in commercial
banks in the market. Two of Applicant’s subsidi-
ary banks are located in the same market and hold
total deposits of $34.4 million representing 36.7

! Banking data are as of June 30, 1977,

2 'The relevant market is approximated by the southwestern
one-third of Polk County and the northern edge of Norman
County, both in Minnesota,
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per cent of total deposits in commercial banks in
the market. Upon consummation of the proposal
Applicant would control 70.2 per cent of market
deposits. Threc independent competitors would
remain in the market.

Although the relevant market will remain highly
concentrated upon consummation of this proposal,
it does not appear that Applicant’s proposed ac-
quisition of Bank as part of a corporate reorgani-
zation will contribute to the concentration of
banking resources in the market. Bank and Appli-
cant’s two bank subsidiarics in the market were
acquired more than 40 years ago by the individual
who established Applicant and Foundation, and
they have remained under common control since
that time. The banks were financially troubled at
the time of acquisition and it docs not appear that
their acquisition was anticompetitive at that time.
Because of the long-standing relationship between
Applicant, Foundation and their subsidiary banks
it appears that no meaningful competition exists
between Bank and Applicant’s two bank subsidi-
aries in the relevant market, and the proposed
acquisition of Bank therefore would not eliminate
any existing competition. Accordingly, in view of
the above and other facts of record, competitive
considerations appear consistent with approval of
the application.

The financial and managerial resources of Ap-
plicant, its subsidiaries and Bank are regarded as
generally satisfactory and the future prospects of
each appear favorable. Accordingly, banking fac-
tors are consistent with approval of the application.
Applicant does not propose to introduce any ncw
services at Bank in connection with the proposed
acquisition, However, considerations relating to
the convenience and needs of the community to
be served are consistent with approval of the
application. Accordingly, the Board concludes that
approval of the application 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 beforc the thirtieth
calendar day following the effective date of this
Order or later than thrce months after the effective
date of this Order, unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Minneapolis pursuant to dcle-
gated authority.

By order of the Board of Governors, effective
November 3, 1978.

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

(Signed) JOHN M. WALLACE,
[SEAL] Assistant 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 section 3(a)(3) of the
Act (12 U.S.C. § 1842(a)(3)) to acquire all of the
voting shares (less directors’ qualifying shares) of
the successor by merger to Texas State Bank,
Austin, Texas (‘‘Bank’’). The bank into which
Bank is to be merged has no significance cxcept
as a means to facilitate the acquisition of the voting
shares of Bank. Accordingly, the proposed acqui-
sition of shares of the successor organization is
trcated herein as the proposed acquisition of the
shares of Bank.

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

Applicant, the fourth largest banking organi-
zation in Texas, controls 16 banks with aggregate
deposits of approximately $4.08 billion, repre-
senting approximately 6.77 per cent of total de-
posits in commercial banks in the State.! Acquisi-
tion of Bank, the 60th largest banking organization
in the State with deposits of $86.5 million, would
increase Applicant’s share of commercial bank
deposits in Texas by .14 per cent and would not
alter Applicant’s ranking in the State.

Bank is the fifth largest of 21 banking organi-
zations in the relevant banking market,? holding
4.6 per cent of the total commercial bank deposits

' All banking data are as of December 31, 1977, and reflect
bank holding company formations and acquisitions approved
as of September 30, 1978.

? The relevant banking market is approximated by the Austin
RMA as defined by Rand McNally & Company's 1978 Com-
mercial Atlas & Marketing Guide. 1t includes most of Travis
and a small part of Williamson Countics.



982 Federal Reserve Bulletin O December 1978

in the market. Bank is the largest bank in the
market not affiliated with a bank holding company.
The four largest banking organizations in the mar-
ket control, respectively, 26.1, 22.0, 18.1, and
12.7 per cent of market deposits, and three of the
four are affiliated with the State’s largest banking
organizations. Applicant does not currently
operate in the market. Bank is located approxi-
mately 77 miles from Applicant’s nearest subsidi-
ary. Therefore, approval of this application would
have no adverse effect upon existing competition.
Affiliation of Bank with Applicant might decrease
market concentration by the introduction of a new
competitor into the market to compete with the
larger banking organizations in the market. While
consummation of the proposal would reduce the
number of independent banking organizations in
the Austin market, this does not appear to be
significant since a number of independent banks
would remain available as entry vehicles into the
market after consummation of the proposal. In
light of the above and other facts of record, it
is concluded that the proposed acquisition would
have no significantly adverse effects on competi-
tion. Thus, it is concluded that competitive con-
siderations are consistent with approval of the
application.

The financial and managerial resources and fu-
ture prospects of Applicant, its subsidiaries, and
Bank are regarded as generally satisfactory and
consistent with approval of the application, partic-
ularly in light of Applicant’s commitment to inject
additional capital into Bank upon consummation
of the proposal. Thus, considerations relating to
banking factors are consistent with approval of the
application. Following consummation of the
transaction, Applicant plans to encourage Bank to
expand its commercial and industrial lending ac-
tivities as well as continue aggressive consumer
banking programs. In addition, Bank will be able
to ofter credit life and credit accident and health
insurance to its customers through Applicant’s
insurance subsidiary at rates lower than the State’s
maximum rates currently being charged by Bank’s
carrier. Thus, considerations relating to conven-
ience and needs of the community to be served
lend weight toward approval of the application.
Accordingly, it has been determined that the pro-
posed acquisition 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 before the thirtieth

calendar day following the effective date of this
Order, or later than three months after the effective
date of this Order unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Dallas pursuant to delegated
authority.

By Order of the Secretary of the Board, acting
pursuant to delegated authority from the Board of
Governors, effective November 2, 1978.

(Signed) JOHN M. WALLACE,

[SEAL] Assistant Secretary of the Board.

Texas American Bancshares, Inc.,
Fort Worth, Texas

Order Approving Acquisition of Bank Shares

Texas American Bancshares, Inc., Fort Worth,
Texas, a bank holding company within the mean-
ing of the Bank Holding Company Act, has ap-
plied for the Board's approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)3)) to
acquire 75 per cent of the voting shares of Bank
of Fort Worth (‘*Bank’’), Fort Worth, Texas.

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-
cluding those filed after the expiration of the com-
ment period on behalf of Ella Jackson and Willie
Wingfield (‘‘Protestants’’), in light of the factors
set forth in section 3(c) of the Act (12 U.S.C.
§ 1842(c)).

Applicant is the seventh largest banking organi-
zation in Texas, with ten subsidiary banks holding
total deposits of $1.76 billion, representing 2.9
per cent of total deposits in commercial banks in
the State.! Bank, which is not among the larger
banking organizations in Texas, holds total depos-
its of $91.9 million representing 0.15 per cent of
total deposits in commercial banks in the State.
Bank is presently regarded as a subsidiary of
Applicant because of Applicant’s direct ownership
of 24.99 per cent of Bank’s outstanding voting
shares and control of an additional 3.5 per cent
of Bank’s outstanding voting shares held by Ap-
plicant in a fiduciary capacity through the trust
department of Applicant’s lead bank, Fort Worth

! Banking data arc¢ as of December 31, 1977,
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National Bank (‘‘FWNB™"), Fort Worth, Texas.2
Because Bank is already a subsidiary of Applicant,
the effect of the acquisition of the remainder of
Bank’s outstanding voting shares will be to con-
solidate Applicant’s control of Bank, and approval
of the application would not result in any increase
in the percentage of bank deposits in the State
deemed to be controlled by Applicant.

Applicant is the largest banking organization in
the Fort Worth banking market with approximately
28.4 per cent of total deposits in commercial banks
in the market.? Of this market share 2.5 per cent
is held through Bank, and approval of the subject
application would result in consolidation of Ap-
plicant’s control over Bank’s market sharc. While
it appears that approval of the application would
climinate some cxisting competition between Ap-
plicant and Bank, thc amount of competition
climinated would be slight in view of the long-
standing relationship between Bank and Appli-
cant’s lead bank, FWNB. Bank was organized in
1946 by officers, directors, and shareholders of
FWNB; a majority of Bank’s shares was controlled
by FWNB for cight ycars, and the two institutions
have remained closely associated. Furthermore, 40
additional banking organizations will remain as
competitors in the Fort Worth banking market, and
the market will remain attractive for de novo entry.
Accordingly, the Board concludes that the pro-
poscd acquisition would have only slightly adverse
effects on existing compelition.

The financial and managerial resources of Ap-
plicant and Bank are regarded as generally satis-
factory and the future prospects of each appear
tavorable. Accordingly, banking factors are con-
sistent with approval of the application.

In connection with this application Protestants
have claimed that approval of the proposed acqui-
sition would not serve the convenience and needs
of the Fort Worth community because, as they
allege, FWNB engages in illegal discriminatory
employment practices. This protest arises out of
complaints filed by Protestants with the Equal
Opportunity Employment Commission (‘‘EEOC")
and subsequent suits filed by them against FWNB
and now pending before the United States District

the shares of Bank held by it in a fiduciary capacity beyond
a period of two years. Of these shares 1,184 (0.4 per cent)
will remain in the trust department of FWNB, and the re-
mainder will be held directly by Applicant.

3 The Fort Worth banking murket is approximated by the
Fort Worth RMA, consisting of Tarrant County and portions
of Denton, Johnson, Parker, and Wisce Counties.

Court for the Northern District of Texas. In sup-
port of their allegations, Protestants state that
between 1971 and 1976, FWNB employed blacks
in less than 14 per cent of its work force, although
1970 census figures estimate that blacks consti-
tuted 14 per cent of the work force in the Fort
Worth SMSA, and Protestants claim that other
minorities have been similarly underrepresented.
Protestants believe that Applicant may extend dis-
criminatory employment practices to Bank should
this application be approved.

Discrimination in employment on the basis of
race or sex is unlawful, and evidence of unlawful
conduct by a bank holding company may be rele-
vant to the Board’s consideration of applications
under the Act and may clearly bear on the mana-
gerial integrity of an applicant.* However, with
regard to Protestants’ allegations of employment
discrimination, the Board concludes that the evi-
dence submitted by Protestants does not support
any adverse finding regarding Applicant or the
likely effect of its acquisition of Bank.

This conclusion is supported by the actions of
those Federal agencies that are directly responsible
for the enforcement and implementation of equal
cmployment opportunity laws and regulations as
they affect Applicant. The EEOC has formally
considered Protestants’ complaints regarding
FWNB’s employment practices and in both cases
has dismissed those complaints as being without
merit. Furthermore, the Treasury Department has
reviewed FWNB’s equal employment opportunity
program and has certified that FWNB is in com-
pliance with relevant standards pertaining to em-
ployment discrimination, and all employment data
submitted by Protestants predate this certification.
Under the circumstances, the Board believes that
Protestants’ claims do not support an adverse
finding relevant to this application, and do not
warrant further postponement of Board consid-
cration of this application. Neither does it appear
that Board action on this application will impair
any remedy available to Protestants by law.

In connection with this proposal Applicant pro-
poses to cxpand Bank’s services, including trust
services, payroll processing, and international
banking In addition, Bank will be able to offer

4 The Board notes, however, that there may be limits (o
its ability to take into consideration, under the convenience
and needs standard of the Bank Holding Company Act, matters
of significant public interest that nevertheless are not directly
within the scope of the Board's regulatory responsibilities
under the Act. Sec Western Bancshares, Inc. v. Board of
Governors, 480 F.2d 749 (10th Cir. 1973).
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lower rates on credit-related insurance through
Applicant’s insurance subsidiary and will benefit
from Applicant’s lending expertisc and provision
of data processing facilities. Accordingly, the
Board finds that consideration of the convenience
and needs of the community to be served lends
weight toward approval sufficient to outweigh the
slightly adverse competitive effects associated with
the proposal. It is the Board's judgment that the
proposed transaction is consistent with 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 made before the thirtieth
calendar day following the effective date of this
Order, or later than three months after the effective
date of this Order unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Dallas pursuant to delegated
authority.

By order of the Board of Governors, cffective
November 1, 1978.

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

(Signed) JOHN M. WALILACE,

[SEAL] Assistant Secretary of the Board.

ORDER UNDER SECTION 4
ofF BANK HoLDING COMPANY ACT

National Detroit Corporation,
Detroit, Michigan

Order Approving Acquisition of
Pioneer Mortgage Corporation

National Detroit Corporation, Detroit, Michi-
gan, a bank holding company within the meaning
of the Bank Holding Company Act, has applied
for the Board’s approval, under scction 4(c)(8) of
the Act (12 U.S.C. § 1843(c)(8)) and section
225.4(b)(2) of the Board’s Regulation Y (12
C.F.R. § 225.4(b)(2)), to acquire, through its
wholly owned subsidiary, NBD Mortgage Com-
pany (‘‘NBD’’), Detroit, Michigan, certain assets
of Pioneer Mortgage Corporation (‘‘Pioneer’),
Upland, California, and to engage in mortgage
banking activities from Pioneer’s existing offices.
The proposed activities of originating, marketing,
and servicing mortgage loans have been deter-

mined by the Board to be closely rclated to bank-
ing (12 C.F.R. § 225.4(a)(1) and (3)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (43 Federal Register 47788 (1978)).
The time for filing comments and views has ex-
pired, and the Board has considered the application
and all comments received in light of the public
interest factors set forth in section 4(c)(8) of the
Act.

Applicant, the largest bank holding company in
Michigan, controls six banking subsidiaries and
has consolidated assets of $8.6 billion.! NBD ($47
million in assets as of September 30, 1978) en-
gages in a general mortgage banking business
through offices in Michigan, Virginia, and Cali-
fornia. As of December 1977, NBD had a mort-
gage servicing portfolio of $844 million and
ranked as the S1st largest mortgage banking firm
in the United States. Currently NBD has a mort-
gage portfolio of $973 million. Pioneer ($7.!
million in assets) currently services a mortgage
portfolio of approximately $78 million from its
main office in Upland, California, and from its
branch office in Roseville, California. Pioneer
makes and acquires mortgage loans for its own
account and for the account of others. Pioneer also
has a wholly owned subsidiary that offers casualty
insurance. However, Applicant does not intend to
acquire this subsidiary or engage in this activity.

From the record it does not appear that any
competition would be eliminatecd by consumma-
tion of this proposal. NBD’s California office is
located in San Diego and opened for business in
1978. This office serves a market spearate and
distinct from that served by Pioneer, and Applicant
and Pioneer do not derive business from one
another’s market. Moreover, without consumma-
tion of this proposal, it is doubtful that Pioneer
could remain a viable competitor in its market.
The Board finds that Applicant’s acquisition of
Pioneer would have no adverse effect upon com-
petition.

The acquisition of Pioneer will ensure the con-
tinued provision of mortgage banking services
from Pioneer’s present locations and should in-
crease the amount of mortgage funds available and
provide improved stability in the flow of mortgage
funds into the communities served. The Board

U Unless otherwise indicated, all data are as of June 30,
1978.
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finds that cvidence in the record indicates that
consummation of this proposal would not result
in any undue concentration of resources, conflicts
of interest, unsound banking practices, or any
other adversc cifects upon the public interest.

Based upon the foregoing and other consid-
erations reflected in the record, the Board has
determined that the balance of the public interest
factors the Board is required to consider under
section 4(¢)(8) is favorable. Accordingly, the ap-
plication is hereby approved. This determination
is subject to the conditions set forth in section
225.4(c) of Regulation Y and to the Board’s
authority to require reports by and make examina-
tions of bank holding companies and their subsid-
iaries, and to require such modification or termi-
nation of the activities of a holding company or
any of its subsidiaries as the Board finds necessary
to assure compliance with the provisions and pur-
poscs of the Act and the Board’s regulations and
orders issued thercunder, or to prevent evasion
thereof.

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

By order of the Board of Governors, cffective
November 22, 1978.

Voting for this action: Chairman Miller and Gover-
nors Wallich, Coldwell, Partee, and Teeters.

(Signed) GRIFFITH L. GARWOOD,

[sEAL] Deputy Secretary of the Board.

PRIOR CERTIFICATION PURSUANI TO THE
BanK HoLDING CompaNy Tax Act or 1976

Investment Corporation of America,
Minncapolis, Minnesota

[Docket No. TCR 76-150]

Investment  Corporation  of  America, Min-
ncapolis, Minnesota (“*Invesco’), has requested
a prior certification pursuant to section 1101(a) of
the Internal Revenue Code (*‘Code’’), as amended
by scction 2(a) of the Bank Holding Company Tax
Actof 1976 (**Tax Act’"), that Invesco’s proposed
pro rata distribution to its shareholders of all its
shares of S&M Company, Minneapolis, Minne-
sota (‘“*S&M?’), is necessary or appropriatc to

eftectuage section 4 of the Bank Holding Company
Act (12 U.S.C. § 1843) (**‘BHC Act"").

In connection with this request, the following
information is deemed relevant for purposes of
issuing the requested certification: !

1. Invesco is a corporation organized on Oc-
tober 22, 1958, under the laws of the Statc of
Minnesota.

2. On August 26, 1966, Invesco acquired own-
crship and control of 31,696 sharcs, representing
approximately 79 per cent of the outstanding vot-
ing shares of River Forest State Bank, River
Forest, Illinois (‘‘Bank’’).

3. Invesco became a bank holding company on
December 31, 1970, as a result of the 1970
Amendments to the BHC Act, by virtue of. its
ownership and control at that time of more than
25 per cent of the outstanding voting shares of
Bank, and it registercd as such with the Board
on June 28, 1971, Invesco would have been a bank
holding company on July 7, 1970, if the BHC
Act Amendments of 1970 had been in effect on
that datc, by virtue of its ownership and control
on that date of more than 25 per cent of the voting
shares of Bank. Invesco presently owns and con-
trols approximately 98 per cent of the outstanding
voting shares of Bank.

4. S&M is a wholesale distributor of automo-
tive accessories and operates a retail hardware
store. lnvesco acquired 100 per cent, or 40,000
of S&M’s voting shares, on December 31, 1969,
To date, there have been no changes in the number
of percentage of S&M shares owned by Invesco.
However. prior to the proposed distribution, the
number of S&M’s voting shares will be increased
to a number cqual to the number of Invesco shares
then outstanding.? Under section 4 of the Bank

U This information derives from Invesco’s correspondence
with the Board concerning its request for this certification,
Invesco’s Registration Statement filed with the Board pursuant
to the BHC Act, and other records of the Board.

2 Under subscction (¢) of section 1101 of the Code, property
acquired after July 7, 1970, generally does not qualily for the
tax benefits of section 1101(a) when distributed by an otherwise
qualified bank holding company. However, where such prop-
erty is acquired by a qualificd bank holding company in a
transaction in which gain is not recognized under section 305(a)
of the Code, then section 1101(a) is applicable. Invesco has
indicated that these shares of S&M will be acquired in a
transaction in which gain would not be recognized under
section 305(a) of the Code. Accordingly, c¢ven though such
shares would be acquired alter July 7, 1970, those shares would
nevertheless qualify as property cligible for the tax benefits
provided in section 1101(a) of the Act, by virtue of section
1101(¢), if the shares of S&M arc in fact received in a
transaction in which gain is not recognized under scction 305(a)
of the Act.
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Holding Company Act, Invesco may not retain its
shares of S&M if Invesco were to continue to be
a bank holding company beyond December 31,
1980.

5. Invesco has committed to the Board that it
will terminate all interlocking relationships be-
tween Invesco and S&M by December 31, 1978.

On the basis of the foregoing information it is
hereby certified that:

(A) Invesco is a qualified bank holding cor-
poration, within the meaning of subsection (b) of
section 1103 of the Code, and satisfies the re-
quirements of that subsection;

(B) the shares of S&M arc ‘‘prohibited prop-
erty’’ within the meaning of section 1103(c) of
the Code; and

(C) the distribution by Invesco of all of its
shares of S&M is necessary or appropriate to
effectuate section 4 of the BHC Act.

This certification is based upon the repre-
sentations made to the Board by Invesco and upon
the facts set forth above. In the event the Board

should hereafter determine that facts material to
this certification are otherwise than as represented
by Invesco, or that Invesco has failed to disclose
to the Board other material facts, it may revoke
this certification. This certification is also granted
on the condition that after December 31, 1978,
no person holding an office or position (including
an advisory or honorary position) with Invesco or
any of its subsidiaries as an officer, director, pol-
icy-making employee or consultant, or who per-
forms (directly, or through an agent, representative
or nominee) functions comparable to those nor-
mally associated with such office or position, will
hold any such office or position or perform any
such function with S&M or any of its subsidiaries.

By order of the Board of Governors, acting
through its General Counsel, pursuant to delegated
authority (12 C.F.R. § 265.2(b)(3)), effective
November 15, 1978.

(Signed) GrirFITH L. GARWOOD,

[SEAL] Deputy Secretary of the Board.

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By THE BOARD OF GOVERNORS

During November 1978, the Board of Governors approved the applications listed betow. Copies
are available upon request to Publications Services, Division of Administrative Services, Board of
Governors of the Federal Reserve System, Washington, D.C. 20551.

Section 3

Applicant

Bank(s)

Board action
(effective
date)

Gordon Financial Corporation,
Gordon, Texas

Quail Creek Bancshares, Inc.,
Oklahoma City, Oklahoma

The First National Bank
of Gordon, Gordon, Texas
Quail Creck Bank, N.A.,
Oklahoma City, Oklahoma

November 1, 1978

November 2, 1978
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Sections 3 and 4

Nonbanking
company Effective
Applicant Bank(s) (or activity), date
Oklahoma National Oklahoma National To engage de novo in November 27, 1978
Bancshares, Inc., Bank and Trust credit-related in-
Oklahoma City, Co., Oklahoma surance agency activi-
Oklahoma City, Oklahoma ties through an indirect

ownership interest in
Myriad Insurance
Agency, Inc.

By FEDERAL RESERVE BANKS

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

Section 3

Reserve Effective
Applicant Bank(s) Bank date
Ruth Jones Nelson Finance Corn Belt State Bank, Chicago November 30, 1978
Corp., Correctionville, Correctionville, lowa
fowa Petersen State Bank,
Petersen, lowa
New Virginia Bancorporation, First City Bank of Newport Richmond November 29, 1978
Springfield, Virginia News, Newport News, Virginia
Section 4
Nonbanking
Company Reserve Effective
Applicant (or activity) Bank date
First Texas Bancorp, Inc.  Underwriting credit life and credit Dallas November 28, 1978
accident and health insurance
directly related to extensions of
credit by Applicant’s subsidi-
aries
ORDER APPROVED UNDER BANK MERGER ACT
Effective
Applicant Bank(s) date
The Connecticut Bank and Liberty National Bank, November 1, 1978

Trust Co., Hartford, Stamtord, Connecticut
Connccticut
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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.

Ella Jackson, et al. v. Board of Governors, filed
November 1978, U.S.C.A. for the Fifth Circuit.

United Bank Corporation, New York v. Board
of Governors, tiled November 1978, U.S.C.A.
for the Second Circuit.

Metro-North State Bank, Kansas City v. Board
of Governors, filed October 1978, U.S.C.A. for
the Eighth Circuit.

Manchester-Tower Grove Community Organi-
zation/ACORN v. Board of Governors, filed
September 1978, U.S.C.A. for the District of
Columbia.

Cradelv. The United States and the Reserve Bank
of Philadelphia, filed July 1978, U.S.D.C. for
the Eastern District of Pennsylvania.

Beckley v. Board of Governors, filed July 1978,
U.S.D.C. for the Northern District of Illinois.

Independent Bankers Association of Texas v. First
National Bank in Dallas, et al., filed July 1978,
U.S.C.A. for the Northern District of Texas.

Mid-Nebraska Bancshares, Inc. v. Board of Gov-
ernors, filed July 1978, 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 Corporationv. Board of Governors,
filed May 1978, U.S.C.A. for the Fifth Circuit.
United States League of Savings Associations v,
Board of Governors, filed 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.

Citicorp v. Board of Governors, tiled March 1978,
U.S.C.A. for the Second Circuit.

Security Bancorp and Security National Bank v.
Board of Governors, filed March 1978,
U.S.C.A. for the Ninth Circuit.

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

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

Vickars-Henry Corp. v. Board of Governors, filed
December 1977, U.S.C.A. for the Ninth Circuit.

Emch v. The United States of America, et al.,
filed November 1977, U.S.D.C. for 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. Board of Governors, filed Oc-
tober 1977, U.S.C.A. for the District of Co-
lumbia.

Investment Company Institute v. Board of Gover-
nors, filed 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 Northern
District of California.

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

National Automobile Dealers Association, Inc. v.
Board of Governors, filed November 1976,
U.S.C.A. for the Distrcit of Columbia.

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

First Lincolnwood Corporation v. Board of Gov-
ernors, filed February 1976, U.S.C.A. for the
Seventh Circuit.

Roberts Farms, Inc. v. Comptroller of the Cur-
rency, et al., filed November 1976, 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, filed May 1973, U.S.C.A. for the
Second Circuit.,
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Announcements

PRICING FOR CERTAIN
FEDERAL RESERVE SERVICES

The Board of Governors on November 17, 1978,
approved for transmission to the Congress a pre-
liminary schedule of prices for Federal Reserve
check and automated clearinghouse services.

The tentative schedule was developed by the
Board and the 12 Federal Reserve Banks as part
of a comprehensive plan to provide greater com-
petitive equality among financial institutions. The
prices will not be implemented until effective steps
have been taken to alleviate the burden of mem-
bership in the Federal Reserve System.

Pricing schedules for other Federal Reserve
services, such as the shipment of coin and cur-
rency, wire transfers of funds, and the safckeeping
of securities, are under consideration.

The pricing of Federal Reserve services is part
of an over-all effort to modernize the role of the
Federal Reserve in the Nation’s financial system
and the relationship of financial institutions, in
general, 1o the Federal Reserve.

This program has been under active consid-
cration by the Congress since July 1978 when the
Board submitted its legislative proposals. These
proposals included a statement of the guidelines
that underlie the development by the Federal Re-
serve of a system of prices for its services.

The pricing of check collection services sug-
gested in the schedule is based on the volume of
check clearings by the Federal Reserve in the first
half of 1978. The prices are meant to recoup direct
and indirect costs of providing such scrvices. In
addition, adjustments totaling 11 per cent of these
costs have been added 1o reflect additional costs
that would be borne in the private sector. These
adjustments include capital costs, taxes, an allow-
ance for dividends, and provision for reserve.

Prices for automated clearing and settlement
services have been calculated to be competitive
with check prices. Establishment of prices for
automated clearinghouse services at this level is
intended to encourage banks and their customers
to take advantage of the potentially lower cost of
clectronic funds transfers as compared with the
cost of payments by check, while still affording

opportunity to develop competing automated
clearing and settlement services in the privale
sector.

Before a final decision is made on pricing, the
Federal Reserve will consider the advisability of
establishing different prices for cach zone in some
Federal Reserve districts.

COMMUNITY REINVESTMENT ACT:
Examination Procedures

Federal regulators of banks and thrift institutions
have made public the procedures developed by an
intcragency task force for examination of finan-
cial institutions covered under the new Community
Reinvestment Act (CRA) and regulations.

The CRA became eftective November 6. It is
intended to encourage Federally insured commer-
cial banks, mutual savings banks, and savings and
loan associations to help meet the credit needs of
their entirc communities, including low- and
moderate-income neighborhoods, while preserving
the flexibility nceded to operate safely and
soundly.

The Federal Home L.oan Bank Board supervises
savings and loan associations, the Federal Deposit
Insurance Corporation supervises mutual savings
banks and State-chartered commercial banks that
are not members of the Federal Reserve System,
the Federal Reserve supervises State-chartered
member banks, and the Comptroller of the Cur-
rency supervises national banks. The examination
procedures developed by the staffs of the four
agencies, working together, will be closely moni-
tored and altered if necessary in the light of expe-
rience with the procedures.

REGULATION K: Revisions

The Board of Governors has announced revisions
of its Regulation K (Corporations Engaged in
Foreign Banking and Financing under the Federal
Reserve Act) to conform to certain provisions of
the new International Banking Act,

The International Banking Act (IBA), signed
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into law Scptember 17, 1978, for the first time
makes the operations of foreign banks in the
United States, through their branches, agencies,
and lending companies, subject to Federal law in
a manner similar to domestic banks.

The act assigns new responsibilities for the
activities of forcign banks in the United States to
the Comptroller of the Currency, the Federal De-
posit Insurance Corporation, and the Federal Re-
serve Board. The three agencics have formed an
interagency task force to implement these respon-
sibilities,

The Board announced that:

. Itis revising its Regulation K to remove the
10 per cent minimum reserve requirement that has
applied to domestic deposits of Edge Act corpora-
tions (U.S. corporations that banks may establish,
under a provision of the Federal Reserve Act—
Sec. 25(a), to cngage in foreign banking and
finance). Edge corporations will, instead, under
the International Banking Act and Regulation K,
be subject to the same reserve requirements on
their domestic deposits as apply to member banks.

This amendment will be eftective with the re-
serve computation period beginning November 16,
1978. The new level of required reserves must be
maintained beginning with the week ending De-
cember 6, 1978.

2. The Board is advising the Rescrve Banks to
accept applications by forcign banks for the for-
mation of Edge corporations and is revising the
relevant application form (FR 151) to conform to
provisions of the IBA by authorizing forcign
banks, with the approval of the Board, to own
a majority of the shares of an Edge corporation
and by removing the requirement that only U.S.
citizens may be directors of Edge corporations.

The act also authorizes the Board, after consul-
tation with State bank supervisors, to impose re-
serve requircments and interest rate limitations on
branches and agencies of large forcign banks. The
Board expects to commence such consultations in
the near future. Following these consultations, and
prior to the imposition of any reserve requirements
and interest rate limitations, proposed regulations
will be published for comment.

STATEMENT: Intcrnational
Banking Act of 1978

The following statement by the Comptroller of the
Currency, the Federal Deposit Insurance Corpora-
tion, and the Board of Governors indicates actions

taken and planned by the three agencies to imiple-
ment the International Banking Act of 1978.

STATEMENT

This statement has been prepared in consultation
with and on behalf of the Comptroller of the
Currency, the Federal Deposit Insurance Corpora-
tion, and the Federal Reserve Board.

On Scptember 17, 1978, the President signed
into law the International Banking Act of 1978,
Public Law 95-369. Under this act foreign banks
operating in the United States through branches,
agencies, or commercial lending companies are to
be subject to Federal supervision and regulation
in a manner similar to domestic banks. The act
is a significant step toward applying the principle
of national treatment, or nondiscrimination, to
forcign banks operating in the United States.

Although certain aspects of the act are self-
implementing, others require administrative action
by cither the Board of Governors of the Federal
Reserve System, the Secretary of the Treasury,
the Comptroller of the Currency, or the Federal
Deposit Insurance Corporation. The Board, the
Comptroller, and tHe FDIC have primary respon-
sibility for implementing the act and have cstab-
lished a group to coordinate their efforts. Such a
coordinated effort is aimed at establishing a uni-
form system of Federal examination and supervi-
sion for U.S. offices of forcign banks. The fol-
lowing information is provided to address certain
questions that have been raised by organizations
subject to the act concerning their responsibilities
between the time of the act becoming law and the
issuance of implementing regulations by the agen-
cies.

1. Reserve requirements on Edge corporations.
The act amends section 25(a) of the Federal Re-
serve Act, 12 U.S.C. 611 (the "*Edge Act’’), by
removing the 10 per cent minimum reserve re-
quirement on the domestic deposits of an Edge
corporation. The Board has amended its Regula-
tion K, 12 C.F.R. 211, to conform to the removal
of the statutory minimum reserve requirement.
Domestic deposits of an Edge corporation will
continue to be subject to the same reserve require-
ments as a member bank.

The act also requires that the Board undertake
a general revision of Regulation K within a statu-
torily prescribed time frame. The Board is pro-
ceeding with that revision in light of the act’s
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amendment of the Edge Act with respect to the
purposes and powers of Edge corporations.

2. Reserve requirements for branches and
agencies of foreign banks. The act subjects Federal
branches and agencies of forcign banks with total
worldwide consolidated bank asscts in excess of
31 billion to Federal Rescrve reserve requirements
and interest rate limitations. In addition, the act
authorizes the Board to imposc reserve require-
ments and interest ratc limitations on State
branches and agencies of foreign banks after con-
sultation and cooperation with State bank supervi-
sory authoritics. The Board expects to commence
the consultative process with appropriate State
bank supervisory authorities in the near future.
After consultation, any proposed regulations to
subject State branches and agencies to reserve and
interest rate requirements will be published for
comment.

3. Ownership of Edge corporations by foreign
banks. The act amends the Edge Act to permit
foreign banks with the approval of the Board 1o
acquire a majority of the shares of an Edge cor-
poration. The act also permits non-U.S. citizens
to serve as directors of an Edge corporation.
Foreign banks that seck to organize an Edge cor-
poration or to acquire a majority of the shares of
an Edge corporation may file an application in
letter form with the Federal Reserve Bank of the
district in which the foreign bank’s U.S. banking
activities arc principally conducted or, if not cur-
rently conducting banking operations in the United
States, with the Federal Rescrve Bank of the
district in which the Edge corporation is, or is to
be, located. Application procedures and informa-
tion requirements will, to the extent possible, be
the same as for applications by domestic institu-
tions to organize Edge corporations. In this con-
nection, the Board has revised its form F.R. 151
(Articles of Association of an Edge Corporation)
to conform to the changes in the Edge Act. Copies
of the revised form will be available at the Reserve
Banks.

4. Licensing of Federal branches and Federal
agencies. The act authorizes the Comptroller of
the Currency to license and supervise Federal
branches or agencies in any State in which the
parent foreign bank is not operating a State branch
or agency and in which the establishment of a
foreign branch or agency is not prohibited by State
Jlaw. The Comptroller also may license an inter-

state Federal branch of a foreign bank where the
cstablishment of branches is permitted by State law
and the foreign bank enters into an agreement with
the Board to receive only deposits permissible for
an Edge corporation. The Comptroller’s office is
currently formulating appropriate regulations and
procedures to implement the act. Those regulations
should be published for comment prior to De-
cecmber 31, 1978. Applications for Federal
branches and agencics received prior to the adop-
tion of final regulations will be acknowledged and
will be held for consideration subject to the final
regulations.

5. Deposit insurance for branches of foreign
banks. Under the act, no foreign bank may estab-
lish or operate a Federal branch that receives
deposits of less than $100,000 without obtaining
Federal deposit insurance. State branches, in
States that require deposit insurance for State-
chartered banks, that receive deposits of less than
$100,000 must be insured. An exemption from
mandatory deposit insurance may be granted by
the FDIC in the case of a State-licensed branch,
or by the Comptroller of the Currency in the case
of a Federal branch, if the branch is not engaging
in domestic retail deposit activity. Foreign bank
branches that are not subject to mandatory insur-
ance may voluntarily apply for FDIC insurance
coverage.

A branch established prior to the date of enact-
ment must obtain deposit insurance by September
17, 1979, if the branch is subject to the mandatory
insurance provisions. A branch established after
the date of enactment is immediately subject to
the act’s provisions. Procedures and forms to be
used in applying for deposit insurance are being
developed and are expected to be available at an
early date. In the interim, applications may be filed
in letter form. Applications for Federal deposit
insurance received prior to the adoption of final
regulations will be acknowledged and will be held
for consideration subject to the final regulations.

6. Registration with the Federal Reserve. The
act subjects any forcign bank that operates a
branch, agency, or commercial lending company
in the United States to provisions of the Bank
Holding Company Act in the same manner and
to the same extent as bank holding companies.
Applying section 5 of the Bank Holding Company
Act to foreign banks subject to the act requires
that those banks register with the Board. The
Board is in the process of drafting a registration
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form suitable for this purpose. When completed,
these forms will be available at the Federal Re-
serve Banks.

7. Registration of representative offices. The
act also requires forcign banks that maintain of-
fices, other than branches or agencics, in the
United States to register with the Secretary of the
Treasury by March 16, 1979, or, after that date,
upon establishment of such an office. Procedures
and forms for registration are being developed and
should be available before year-end. Foreign banks
are not expected to register with the Secretary of
the Treasury until such forms are available.

COUNTRY EXPOSURE
LENDING SURVEY

The results of a survey of foreign lending by large
U.S. banks during the first half of 1978 were made
public by the Comptroller of the Currency, the
Board of Governors, and the Federal Deposit In-
surance Corporation on December 7, 1978.

The survey, conducted semiannually, covers
credits to (claims on) foreign residents held at all
domestic and foreign offices of 124 U.S. banking
organizations. In addition to information on types
of loans, loan maturities, types of borrowers, and
loan guarantecs, the survey provides information
on commitments to provide funds to foreigners.
The survey data are given on a country-by-country
basis.

The results are discussed below.

GENERAL

The data indicate that in the first hall of 1978 there
was very little growth in U.S. bank credits ex-
tended to foreigners. Cross-border and non-local
currency claims increased only $6 billion from
$194 to $200 billion, an annual ratc of growth
of only 6 per cent. In addition, local currency
lending by foreign offices of U.S. banks increased
$2 billion to a total of $51 billion.

TYPES OF LOANS

The information gathered in the survey concen-
trated on lending data from a bank’s offices in one
country to residents of another country or lending
in a currency other than that of the borrower’s—
known as cross-border or cross-currency loans.

Cross-border and cross-currency loans are those
most closely associated with country risk; they
totaled $200 billion on the reporting date. About
42 per cent of such forcign lending was accounted
for by claims on residents of Switzerland and the
Group of Ten (G-10)' developed countries. An-
other 33 per cent represented loans to residents
of *‘other developed countries,”” “*oil ¢xporting
countries,”” and ‘‘oftshore banking centers.””?
Cross-border and cross-currency credits to resi-
dents of less developed countries that are not
oil exporters amounted to approximately $49 bil-
lion, or some 25 per cent of the total.

In addition, the banks reported $51 billion in
local currency credits that were held by their
oftices in foreign countries to residents of the
country in which the office was located. An cx-
ample would be dcutsche mark credits to German
residents held by the German branch of the re-
porting U.S. banks. To a large extent, these local
currency claims were matched by $44 billion in
local currency liabilities due to local residents.
Approximately 75 per cent of these claims were
on residents of Switzerland and the G-10 coun-
tries.

MATURITIES

About two-thirds of the reported cross-border and
cross-currency credits had a maturity of under one
year. Only $14 billion in credits had a maturity
in excess of 5 years. Short-term credits were
especially prominent in the G-10 countries and the
offshore banking ccnters where $86 billion out of
$108 billion total credits matured in less than one
year. This heavy concentration of short-term cred-
its reflects the large volume of interbank lending
in these countrics. Most such placements of de-
posits are for very short periods.

For most other groups of countrics, short-term
credits accounted for about half of total credits,
although the proportion varied significantly among
individual countrics.

TyPE OF BORROWER

With respect to the type of customer, business with
other banks accounted for the largest amount,
equaling $100 billion. This was followed by pri-
' The G-10 countries are: Belgium, Canada, France, Federal
Republic of Germany, Ttaly, Japan, Netherlands, Sweden,
United Kingdom, and the United States.

2 Off-shore banking centers are located in countries where
multinational banks conduct a Jarge international money market
busincss.
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vale nonbank sector lending totaling $62 billion
and loans to the public sector amounting to $37
billion. This last category includes foreign central
governments, their political subdivisions and
agencies, foreign central banks, and commercial
nonbank cnterprises owned by government. This
distribution varicd significantly from country to
country. Here also, most of the credits to banks
were 1o those located in the G-10 countrics and
the offshore banking centers.

GUARANTEES

Information is provided on the cross-border and
cross-currency credits that are guaranteed by resi-
dents of another country. Credits are reallocated
from the country of residence of the borrower to
another country by two methods.

First, credits to a bank branch located in one
country when the head office is located in another
country are allocated to the country of the head
office. Since a branch is legally a part of the parent,
credits to a branch are treated as being guaranteed
by the head oflice.

Second, credits to a borrower in onc country
that are formally guaranteed by a resident of an-
other country are allocated to the [fatter country.
These reallocations are thought to provide a better
approximation of country exposure in the banks’
portfolios than the unadjusted figures.

Most of the reallocations are accounted for by
the transfer of credits to branches (and, where
guaranteed, subsidiaries) of banks to their head
oflices ($40 billion out of $51 billion). In general,
the reallocations primarily affected the offshore
banking centers and some of the developed coun-
trics. For example, credits to the offshore banking
centers decreased from $25 billion 10 $6 billion
and claims on the United Kingdom decreased from
$34 billion to $19 billion. For most less developed
countries, a relatively small portion of credits is
externally guaranteed. The total shown for credits
to foreigners by country of guarantor is about $175
billion, or $25 billion less than the total for credits
by country of borrower. This results from U.S.
residents guaranteeing about $28 billion in claims
on foreign residents and forcigners guarantecing
about $3 billion in claims on U.S. residents.

COMMITMENTS TO PROVIDE
FUNDS FOR FOREIGNERS

The survey also provided information on contin-
gent claims on foreigners. The banks were asked

to report such contingent claims only when the
bank had a lcgal obligation to provide funds. The
amounts reported total $55 billion; 75 per cent
of that total is in the private sector, including banks.

USE oF THE DATA: Comparison with
Earlier Surveys

The June 1978 survey is fully comparable to the
December 1977 survey, for which data were re-
leased on June 8, 1978. However, it is not fully
comparable to the June 1977 survey because ad-
justments were made to the form and its instruc-
tions subscquent to that date, and certain devia-
tions from the instructions that were permitted in
the June 1977 version were not permitted this time
or in December 1977.

REGULATION Z: Deferred Action

The Board on November 17, 1978, determined to
make no further amendments of its Regulation Z
(Truth in Lending) except when action is unavoid-
able, pending completion of a comprehensive re-
view by the Board of the regulation.

The Board’s decision indefinitely deferred fur-
ther action on the following:

1. Four proposed simplifying amendments to
Regulation Z published for comment in May 1977
to simplify disclosures in credit transactions of
itemization of the finance charge, of downpay-
ments, and of the exclusion of certain fees from
the finance charge, as well as of the method of
computing uncarned finance charges in cases of
prepayment.

2. A request by Union Planters National Bank
of Mcmphis to amend the regulation with respect
10 an overdraft checking program the bank wishes
to sponsor.

3. Consideration of the Truth in Lending re-
sponsibilitics of a purchaser of retail instalment
contracts.

4. Any fturther requests to the Board for
amendments to the regulation that the Board does
not regard as requiring immediate action.

TWO NEW BOARD PUBLICATIONS

Improving the Monetary Aggregates: Staff Papers
contains certain of the rescarch papers that had
been prepared by the stalt of the Board of Gover-
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nors for use of the Advisory Committeec on Mone-
tary Statistics. The Advisory Committee had been
appointed in early 1974 to provide a technical
cvaluation of, and a report on, the quality of the
monctary aggregates used by the Federal Reserve
in the formulation and implementation of monetary
policy. The Committec agreed that the staff papers
when published could be revised provided the final
versions contain essentially the same information
that had been made available to the Committee
during the course of its deliberations. The Com-
mittee also requested further investigation of its
tentative proposal for an alternative method of
calculating M-1, and a paper presenting this fur-
ther work is included in the volume.

Copies of the Staff Papers may be obtained from
Publications Services, Division of Administrative
Services, Board of Governors of the Federal Re-
serve System, Washington, D.C. 20551. The price
is $4.00 per copy; in quantities of 10 or more
sent to one address, $3.75 each.

The Annual Statistical Digest, 1973-1977 is
designed as a compact source ol cconomic—and
especially financial—data. The object is to lighten
the burden of assembling time series by providing
a single source of historical continuations of the
statistics carried regularly in the FEDERAL RE-
SERVE BULLETIN. The Digest also offers, at least
once a year, a continuation of series that formerly
appeared regularly in the BULLETIN, as well as
certain special, irregular tables, which the BULLE-
TIN also once carried. The domestic nontinancial
series included are those for which the Board of
Governors is the primary source.

This issuc of the Digest covers, in general, the
years 1973 through 1977. It serves to maintain
the historical series first published in Banking and
Monetary Statistics, 1941-70, and continued with
the first two issues of the Digest—for 1971-75
and 1972-76.

Copies of the Digest arc available from Publi-
cations Services, Division of Administrative Serv-
ices, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551. The price is
$12.00 per copy.

CHANGES IN BOARD STAFF

The Board of Governors has announced the fol-
lowing appointment effective November 27, 1978.
Anne Geary, Chief Stafl Attorney, as Assistant

Director in the Division of Consumer Aftairs. Ms.
Geary, who joined the Board’s stafl in 1973, holds
a B.A. from Fordham University and a J.D. from
Boston University Law School.

The Board has also announced the promotion
of Edward C. Ettin, Associate Director in the
Division of Rescarch and Statistics, to Deputy
Staft Director in the Office of Stafl Director for
Monetary and Financial Policy, eflfective De-
cember 4, 1978.

MEETING OF
CONSUMER ADVISORY COUNCIL

The Consumer Advisory Council met on De-
cember 6 and 7, 1978.

The Council considered legislative recom-
mendations in the consumer credit field and a draft
recport on a Federal Reserve System consumer
education program to improve awareness of credit
costs, terms, and the use of credit. Other topics
included discussion of issues involved in clectronic
funds transfer regulations, cost eftectiveness state-
ments for consumer credit regulations, and a pro-
posal for the resolution of conflicting interpreta-
tions of Federal consumer credit laws,

REVISED REPORTS
FOR SMALL BANKS

The Board of Governors has announced adoption
of a simplified version of the reports of condition
and income that can be used by the great majority
of State member banks and that can markedly
reduce their reporting burden.

Banks cligible to report on the simplified forms
are those that have less than $100 million in total
assets and no foreign offices.

The revised reports for small banks can be used
in reporting for December 31, 1978.

The Board’s simplified reports call for 40 per
cent fewer reporting items for eligible banks over
a year's time, compared with the corresponding
standard forms. The simplified reports can be used
by about 85 per cent of State member banks. If
they choose, cligible banks may continue to use
the standard form.

The simplified reporting requirements were
adopted substantially unchanged from proposals
made in October. Comment on the proposals was
favorablc in necarly all instances.

The only substantive change from the October
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proposals was the restoration to the face of the
report of condition, in response to comment re-
ceived, of detail on deposits by type of depositor.
In addition, procedures for choosing among op-
tional forms of reporting were made more flexible.

The reports of income and condition are the
basic financial reports required to be made, in
some cases semiannually, in others quarterly, by
all Federally insured banks to their Federal bank
supervisors.

The reduction in the reporting burden in the
simplified basic financial reports of banks with no
foreign branches and with $100 million assets or
less results from:

1. Elimination of numerous specific items from
scparate reporting, particularly in details as to
loans and deposits.

2. Reduction in the frequency (from semian-
nually to annually) in reporting whole sections and
certain items in the report of income.

3. Broadening of tests of significance to exempt
certain items from explicit listing,.

Items have been added to both the standard and
the simplified reports for reporting on negotiable
orders of withdrawal (NOW) accounts and auto-
matic transfer service (ATS) accounts, and for
moncy market certificates of deposit.

The revised basic reports for small banks
adopted by the Board are the same as those of
the Comptroller of the Currency and the Federal
Deposit Insurance Corporation, except that those
two agencies have adopted an additional reporting
schedule not required of Statc member banks.

REGULATION Q:
Amecndment and Interpretation

The Board of Governors lightened the penalty
required for carly withdrawal of certain types of
time deposits at member banks, effective De-
cember 11, 1978.

The Board said that its action is expected to
benefit particularly time deposits in long-term in-
dividual retirement accounts (IRA’s) and Keogh
plan retirement accounts, thus furthering the con-
gressional aim of promoting retirement savings.

At the same time the Board adopted, also cifcc-
tive December 11, an interpretation of Regulation
Q permitting withdrawal without penalty of inter-
cst earned on time deposits at member banks.

The change in the carly-withdrawal penalty rule

under Regulation Q (Interest on Deposits) was
adopted as proposed for comment in July. It would
affect two types of time deposits:

1. Time deposit open account (TDOA), which
is a type of deposit that may provide for subse-
quent deposits to the account that may be viewed
either as resctting the maturity of the entire amount
on deposit, or as having a separate and distinct
maturity (equal to the same maturity as the original
deposit).

2. Notice accounts, accounts that do not have
a specified maturity but require the depositor to
give notice (for instance, 90 days) of intent to
withdraw all or part of the account.

The Board is aware that many member banks
have cstablished IRA and Keogh plan retirement
savings accounts as TDOA or notice accounts.
These are special time accounts in which inde-
pendently employed individuals (Keogh plan) or
persons working for companies without retirement
plans (IRA) can save for their retirement under
special tax deferral provisions.

The penalty for carly withdrawal of all or part
of a time account is reduction of the interest paid
on the amount withdrawn to the passbook savings
rate (5 per cent at commercial banks) and forfeiture
of 90 days’ interest at that rate. Generally, the
interest forfeiture penalty on the amount with-
drawn from a time account applies back to the
original date of deposit of funds in the account.

The revised penalty rule requires, in the casc
of early withdrawal at a member bank from: (1)
a notice account, that the minimum penalty apply
on the amount withdrawn for a period of time no
greater than the required notice period; and (2)
a TDOA, that the penalty on the amount with-
drawn apply only to the length of the maturity
period specified for the original deposit. The orig-
inal maturity period for IRA and Keogh accounts
must be at least 3 years if minimum interest is
to be paid on such accounts.

The interpretation of Regulation Q adopted by
the Board provides that a member bank may permit
a depositor to withdraw interest carned on a time
certificate of deposit at any time before maturity
without penalty, irrespective of the basis upon
which the member bank compounds or credits the
interest to the depositor’s account. Previously,
member banks had been advised that interest be-
came part of the underlying principal deposit and,
thus, was subject to early-withdrawal penalty re-
quirements of Regulation Q when that interest was
credited or posted to the depositor’s account.
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SYSTEM MEMBERSHIP:
Admission of State Banks
The following banks were admitted to membership

in the Federal Reserve System during the period
November 16, 1978, through December 15, 1978:

Colorado

Aurora ....... Southeast State Bank of Aurora
Virginia

Keysville ............. State Bank of Keysville

NEW CONSUMER PAMPHLET

“If You Use A Credit Card,”” the latest in a series
of consumer education pamphlets, is now available
for distribution.

The pamphlet explains credit-card protections
under Federal law, including how to limit risk if
a card is lost or stolen and what to do if goods
or services purchased with a credit card are not
satisfactory. It also explains how to compare
credit-card costs.

Other pamphlets in the scries explain consumer
protections under Equal Credit Opportunity, Truth
in Lending, Truth in Leasing, and Fair Credit
Billing, as well as how to file a consumer credit
complaint with the Federal Reserve System.

Copies of *‘If You Use A Credit Card™ and
other consumer pamphlets may be obtained singly
or in bulk free of charge from the Board of
Governors in Washington or from any of the 12
Federal Reserve Banks.

CHART BOOK

Beginning 1979 the Federal Reserve Chart Book
will be issued four times a year in February, May,
August, and November. The subscription price,
including one issue of the historical supplement,
will be $7.00 a year or $2.00 a copy in the United
States, its possessions, Canada, and Mexico.
Elsewhere the price will be $10.00 a ycar or $3.00
a copy. Copies may be obtained from Publications
Services, Division of Administrative Services,
Board of Governors of the Federal Reserve Sys-
tem, Washington, D. C. 20551.
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Industrial Production

Released for publication December 15

Industrial production increased an cstimated 0.7
per cent in November to 149.5 per cent of the
1967 average. Gains were widespread, but output
of consumer durable goods other than automotive
products declined. The advance in total industrial
production in November was somewhat stronger
than in the two preceding months but close to the
average monthly increase over the first 10 months
of the year. The November index is 7.3 per cent
above the level a year earlier.

Output of consumer goods rose 0.5 per cent,
due 10 a further sizable increase in the output of
automotive products and a fairly strong gain in
the production of consumer nondurable goods.
Production of home goods, which is nearly onc-
fifth of the consumer goods component of the
index, declined in November for the second con-
secutive month because of cuts in the output of
appliances and furniture. Production of business
equipment is estimated to have increased 0.7 per
cent in November—somewhat more than in the
two preceding months, reflecting continued gains
in commercial, transit, and farm equipment. Out-
put of construction and business supplics also
advanced sharply last month.

Production of materials advanced strongly again
in November. Production of durable goods mate-

rials increased by 0.8 per cent because of contin-
ved strength in output of basic metals and of
cquipment and durable consumer parts, while pro-
duction of nondurable goods materials rose only
slightly further. Output of cnergy materials ad-
vanced 0.9 per cent.
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Industrial production 1978 1978 11/77
10

Oct.? Nov.” June l July l Aug. T Sept. T Oct. l Nov. 11/78
Total ... ................ .. 148.5 149.5 T 8 7 4 .5 g 7.3
Products, total .............. .. 147.3 148.2 .6 7 8 3 5 .6 6.2
Final products. 144.5 145.3 . 8 ] 3 5 6 6.1
Consumer goods. ... ..... 149 8 150.6 0 5 5 3 .6 3 3.7
Durable 162.6 163.3 2 2 4 - .8 1.5 4 5.2
Nondurable 144.7 145.6 .1 .6 .5 8 3 .6 3.1
Business equipment ... .. 166.9 168.1 1.0 1.2 1.0 4 5 N 9.5
Intermediate products .. 1537.4 158.6 1.4 .0 .5 3 4 8 6.9
Construction suppllu ..... 156.7 157.9 .1 9 8 .6 .6 R} 7.8
Materials ........... 150.5 151.6 9 1.0 5 .6 7 N 9.1

“Preliminary . “Iistimated. No1E.- ~Indexes are seasonally adjusted.
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Domestic Financial Statistics A3
1.10 MONETARY AGGREGATES AND INTEREST RATES
1977 1978 1978
Item T .
Q4r Qlr Q2r Qar Juner Julyr Aug.” | Sept.r } Oct.
Monetary and credit aggregates
(annual rates of change, seasonally adjusted in per cent)!12
! |
Member bank reserves |
L ' 7 1 .3 8.8 6.6 8.2 14.9 14.0 ~8.2 ‘ .1 7.6
2 Required......cooiiiiiiiiieiiinnniiianinirannranas 6.4 9.3 7.2 8.2 16.2 13.4 -7.4 7.4 8.3
3 Nonborrowed.........ooiiiiiiiiiiiiniiariirinaann 3.8 14.4 1.1 6.2 19.0 7.6 -~3.2 10.7 1.3
Concepts of money!
4 L Y 7.5 6.2 9.9 7.6 7.5 4.8 8.5 14,1 3.7
S M-l i e e e 6.8 4.9 6.9 5.3 4.0 1.5 8.7 12.2 1.8
T N 8.1 6.9 1.9 8.9 7.8 8.0 10.4 12.5 7.0
I X N 10.6 7.7 7.8 10.1 8.4 9.4 11,7 14.0 9.9
Time and savings deposits
Commercial banks:
13.0 12.8 10.1 9.5 6.1 10.2 7.5 13.8 7.9
5.4 2.6 1.6 1.3 —1.6 —4.3 8.1 9.7 ~1.6
11.6 11.4 10.5 17.3 16.0 22.5 14.2 13.6 17.7
14.4 8.9 7.6 11.6 9.2 11.2 13.9 16.0 14,2
9.9 9.6 12,9 11.0 6.0 16.7 5.2 9.9 9.5
1977 1978 1978
Q4 Ql { Q2 ‘ Q3 July Aug, Sept. Oct. Nov
Interest rates (levels, per cent per annum)
Short-term rates
13  Federalfunds4............. 6.51 6.76 7.28 8.09 7.81 8.0 8.45 8.96 9.76
14  Federal Reserve discounts e 5.93 6.46 6.78 7.50 7.23 7.43 7.83 8.26 9.50
15 Treasury bills (3-month market yicld)s . 6.11 6.39 6.48 7.31 7.01 7.08 7.85 7.99 8.64
16 Commercial paper (90- to 119-day)6:7................ 6.56 6.76 7.16 8.03 7.85 7.83 8.39 8.98 10.14
Long-term rates
Bonds:
17 U.S. Governments8, .. .......oooiiiiiiiii i 7.78 8.19 8.43 8.53 8.69 8.45 8.47 8.69 8.75
18 State and local government9. ........... ... .. ... 5.57 5.65 6.02 6.16 6.28 6.12 6.09 6.13 6.19
19 Aaa utility (new issue)10, . ... o oL e 8.27 8.70 8.98 8.94 9.14 8.82 8.86 9.17 9.27
20 Conventional mortgagesIl, . .............0iieneennn 9.05 9.23 9.58 9.80 9.80 9.80 9.80 9.95 10.10

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

M-1+ equals M-1 plus savings deposits at commercial banks, NOW
accounts at banks and thrift institutions, credit union share draft ac-
counts, and demand deposits at mutual savings banks,

M-2 equals M-1 plus bank time and savings deposits other than large
negotiable certificates of deposit (CD’s).

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

2 Savings 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 cffective 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.

¢ Quoted on a bank-discount basis.

7 Beginning Nov. 1977, unweighted aycrage of offering rates quoted by
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 series for 20 issucs of mixed quality.

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

11 Average rates on new commitments for 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 from average
amounts outstanding in preceding month or quarter,
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1.11 FACTORS AFFECTING MEMBER BANK RESERVES

Millions of dollars

Monthly averages of daily

Weekly averages of daily figures for weeks ending—

figures
Factors
1978 1978
Sept. Oct. Nov.? Oct. 18 | Oct, 25 Nov. 1 Nov. 8 | Nov. 15 | Nov. 227 | Nov. 297
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit outstanding....| 127,811 | 133,273 | 129,108 | 134,274 | 134,088 | 133,496 | 129,011 | 126,996 | 130,439 | 130,701
2 U.S. Government securitiest ......| 110,604 | 115,008 | 111,243 | 114,207 | 115,865 | 115,694 | 112,622 | 109,186 | 110,556 | 111,842
3 Bought outright.......c0v....| 109,862 | 113,977 | 110,728 | 113,848 | 114,737 | 114,112 | 112,170 | 109,186 | 109,689 | 111,336
4 Held under repurchase agree-
MENt, e ovvivvenstosecosnen 742 1,031 515 359 1,128 1,582 452 (.. ... 867 506
5 Federal agency securltles........ 8,323 8,353 8,109 8,354 8,388 8,391 8,009 7,932 8,343 8,060
6 Bought outright.......oiveves 7,958 7,940 7,928 7,941 7,938 ,937 7,932 7,932 7,932 7,918
7 Held under repurchase agree-
MENt, oeesrersenrosnsosons 365 413 181 413 450 454 L P 411 142
ACCEpPtancesS. s osierrscscansans 257 249 180 170 282 257 119 | ........ 455 141
9 Loans...oeevuueses 1,068 1,261 722 1,250 1,313 1,305 696 633 604 791
10 Float,....cooo0vane 5,220 5,742 6,152 7,623 5,534 4,910 4,303 6,176 8,291 7,602
1n Other Federal Reserve assets. . . . 2,339 2,660 2,702 2,671 2,707 2,938 3,261 3,068 2 190 2,265
12 Gold stock...vuuvenes 11,670 | 11,660 11,645 11,656 11,655 | 11,655 11,652 11,642 11,642 | 11,642
13 Special Drawing nghts ccmﬁcate
BCCOUNt. 4 vusrernarsons 1,300 1,300 1,300 1,3 1,300 1,300 1,300 1,300 1,300 1,300
14 Treasury currency outs(andmg veoo| 11,681 11,725 11,7719 | 11,729 11,738 | 11,747 11,758 11,768 | 11,787 11,803
ABSORBING RESERVE FUNDS
15 Currency in circulation............| 108,022 | 108,872 | 110,927 | 109,259 | 108,912 | 108,927 | 109,828 | 110,775 | 111,242 | 111,882
16 Treasury casb holdings............ 302 303 280 317 296 289 282 278 279 305
Deposits, other than member bank
reserves with F.R, Banks:
17 Treasury., . covveeeorassensesss| 11,080 14,948 8,186 15,131 15,377 15,108 11,091 8,092 6,443 6,468
18 Foreign, ..ovovuievenes e 279 300 289 283 275 285 294 273 86 298
19 Other2..... .. o L i 692 590 540 585 619 350 546 521 529 556
20 Other F.R. liabilities and capital.... 4,077 4,244 4,193 4,208 4,416 4,572 3,901 4,008 4,284 4,475
21 Member bank reserves with F.R.
BanKS. . .vcecevseasnssnsiassns| 28,010 28,701 29,417 29,177 28,887 28,467 27,717 27,759 32,107 31,463
End-of-month figures Wednesday figures
1978 1978
Sept. Oct. Nov.? Oct. 18 | Oct. 25 | Nov. 1 Nov. 8 | Nov. 15 | Nov. 227 | Nov. 29?7
SUPPLYING RESERVE FUNDS
22 Reserve Bank credit outstanding. ...| 132,114 | 132,022 | 130,263 | 133,340 | 136,766 | 135,222 | 123,511 | 127,622 | 130,030 | 132,791
23 U.S. Government securitlest. W 115,279 | 115,322 | 113,305 | 112,522 | 117,535 | 114,544 | 107,253 | 108,114 | 111,203 | 114,110
24 Bought outright............. 113,027 | 114,659 | 113,305 | 112,522 | 114,489 | 111,868 | 107,253 | 108,114 | 110,878 | 112,110
25 Held under repurchase agree-
ment. . . 2,252 663 {........ ] e 3,046 2,676 |...oviiifiiiinoaan 325 2,000
26 Federal agency securitle. 8,597 8,065 7,899 8,354 9,123 8,957 7,932 7,932 8,092 8,524
Bought outright........... . 7,950 7,938 7,938 ,932 7,932 7,932 7,932 7,899
28 Held under repurchase agree-
117 | PN 647 127 1,185 1,019 ... oot 160 625
29 Acceptances......... 715 236 724 405 |...oeiiinfeiiiiat 383 370
30 Loans....cevevvnee 1,365 1,207 1,796 1,789 783 1,258 931 1,260
3t Float....oocienivierenaren . 3,719 4,436 4,850 6,317 3,421 8,042 7,223 6,122
32 Other Federal Reserve assets....| 2,439 2,756 2,738 3,216 4,122 2,276 2,198 2,405
33 Goldstock.......cvivveirenenans 11,668 11,655 11,655 11,655 11,649 11,642 11,642 11,642
34 Special Drawing Rights certificate
ACCOUNE. v vvvverieerasnaaruns 1,300 1,300 1,3 1,300 1,300 1,300 1,300 1,300
35 Treasury currency outstanding.....[ 11,683 11,731 11,749 11,755 11,761 11,778 11,799 11,804
ABSORBING RESERVE FUNDS
36 Currency in circulation. 107,663 | 109,307 | 112,045 | 109,271 | 109,063 | 109,503 | 110,656 | 111,277 | 111,820 | 112,291
37 Treasury cash holdings. . 299 276 310 98 294 289 277 277 275 310
Deposits, other than member bank
reserves with F.R. Banks:
a8 Treasury. .. 16,647 15,467 6,587 15,348 11,748 14,322 7,989 7,557 6,153 7,236
39 Foreign. . 325 305 3719 252 257 244 249 313 285 275
40 Other2..,,......coviveenns 628 531 567 554 624 573 652 448 565 479
41 Other F.R. liabilities and capital., .. 4,372 4,560 4,545 4,253 4,653 4,575 3,913 4,144 4,279 4,584
42 Member bank reserves with F.R.
Banks....ooooonnn cieeeeeneead] 26,830 | 26,260 | 30,577 | 27,954 | 34,831 30,425 | 24,484 | 28,327 | 31,395 32,363

1 Includes securities loaned—fully guaranteed by U.S. Govt. securities
pledged with F.R. Banks—and excludes (if any) securities sold and sched-
uled to be bought back under matched sale-purchase transactions,

2 Includes certain deposits of foreign-owned banking institutions

voluntarily held with member banks and redeposited in full with Federal
Reserve Banks.

Ni
112,

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



Member Banks  AS
1.12 RESERVES AND BORROWINGS Member Banks
Millions of dollars
Monthly averages of daily figures
Reserve classification 1977 1978
Dec. Mar. Apr. May June July Aug. Sept. Oct. Nov.r
All member banks
Reserves:
1 At F.R. Banks........ veevod| 27,057 27,1551 27,776 | 27,890 | 27,840 | 28,570 | 28,079 | 28,010 | 28,701 29,417
2 Currency and ¢ . 9,351 8,992 9,028 9,151 9,345 9,542 9,512 ,605 9,654 9,818
3 Total held!..... 36,471 36,231 36,880 37,119 37,262 38,189 37,666 37,689 38,434 39,313
4 Required 36,297 | 35,925 36,816 | 36,867 | 37,125 | 38,049 | 37,404 | 37,614 | 38,222 ,516
5 Excess!. 6 252 13 14 262 75 21 —-203
Borrowings at
6 Total................ . 558 344 539 1,227 1,111 1,286 1,147 1,068 1,261 722
7 Seasonal . v e 54 47 43 93 120 143 188 191 221 185
Large banks in New York City
8  Reserves held . 6,244 6,276 6,247 6,315 6,341 6,606 6,334 6,182 6,428 6,529
9 Required . 6,279 6,193 6,320 6,236 6,376 6,581 6,290 6,251 6,349 6,658
10 Excess. .- -35 83 —-73 79 —35 25 44 —69 79 —-129
11  Borrowings?2... 48 21 61 113 54 129 58 78 157 48
Large banks in Chicago
12 Reserves held 1,593 1,629 1,670 1,697 1,668 1,708 1,648 1,655 1,672 1,740
13 Required 1,613 1,620 1,686 1,669 1,670 1,707 1,646 1,650 1,649 1,764
14 Excess. . -20 9 —16 28 -2 1 2 5 23 —24
i5 Borrowings2. 26 11 11 19 20 20 3s 14 3
Other large banks
16  Reserves held 13,729 | 14,135 | 14,106 | 14,250 | 14,553 | 14,502 14,564 | 14,862 | 15,392
17 Required 13,662 14,077 14,079 14,225 14,569 14,423 14,541 14,867 15,435
18 Excess 67 58 27 25 —16 79 23 -5 —43
19  Borrowings2... 92 249 500 536 499 417 363 408 195
Al other banks
20 Reserves held. . | 14,641 14,597 14,828 15,001 15,003 15,322 15,182 15,288 15,472 15,636
21 Required. . .| 14,474 14,450 14,733 14,883 14,854 15,192 15,045 15,172 15,357 15,659
22 Excess. . 167 147 95 118 149 130 137 116 115 —23
23  Borrowings2.. 241 220 21 | 595 501 638 669 592 682 476
Weekly averages of daily figures for weeks ending—
1978
Sept, 27 Oct. 4 Qct. 11 Oct. 18 | Oct. 25 Nov. 1 Nov. 8 | Nov. 15 | Nov. 227 | Nov, 297
All member banks
Reserves:
24 At F.R. Banks.. 28,525 28,890 27,890 29,177 28,887 28,467 27,717 27,759 32,107 31,463
25 Currency and ¢ N 9,904 10,031 9,500 9,101 9,861 10,071 10,132 9,178 9,855
26 Total held! . .. 38,441 38,869 37,997 38,756 38,068 38,408 37,927 37,974 41,362 41,392
27 Required 38,218 38,746 37,647 38,875 37,749 38,295 37,586 37,729 41,307 41,352
28 Excess!.,. 350 —119 319 113 341 245 55 40
Borrowings at
29 Total....... . 1,560 1,286 1,239 1,250 1,313 1,305 696 633 604 791
30 Scasonal . 205 219 235 233 191 188 183 180
Large banks in New York City
31 " Reservesheld........... 6,249 ( 6,586 | 6,225 6,650| 6,000 6,286 6,240 6,222 7,152 | 6,762
32 Required,. 6,307 6,551 6,209 6,730 6,026 6,313 6,199 6,257 7,162 6,980
33 Excess. . —58 35 16 —80 74 —27 41 —~35 —10 —218
34 Borrowings?, 113 174 263 226 15 99 |l 102 4 31
Large banks in Chicago
35 Reserves held. 1,693 1,681 1,613 1,741 1,569 | 1,659 1,621 1,605 1,972 1,950
36 Required. . 1,618 1,677 1,612 1,742 1,569 1,660 1,603 1,587 1,998 1,862
37 Excess. . 75 1 El B -1 18 18 —26 88
38  BorrowingsZ2.... 4 6 3 36 12 10 2N ISR 2 6
Other large banks
39  Reserves held 14,892 15,045 | 14,850 | 14,901 14,868 | 14,888 14,740 | 14,812 15,804 | 16,206
40 Required 14,799 | 15,091 | 14,652 | 15,038 | 14,738 | 14,877 | 14,621 | 14,758 | 16,084 | 16,263
41 Excess, 93 -46 198 —137 130 11 119 54 —280 —57
42  Borrowings2... 727 424 435 397 428 349 191 137 172 237
All other banks
43 Reserves held s o] 15,607 15,557 15,309 15,464 15,531 15,575 15,326 15,335 15,876 16,053
44 Required.,, .| 15,494 | 15,427 | 15.174 | 15,365 | 15,416 | 15,445 | 15,163 | 15,127 | 16,063 | 16,247
45 Excess. . . 113 130 135 99 115 130 163 208 —~187 —194
46  Borrowings 716 682 538 591 798 847 496 394 426 517

1 Adjusted to include waivers of penalties for reserve deficiencies in
accordance with Board policy, effective Nov. 19, 1975, of permitting
transitional relief on a graduated basis over a 24-month period when a
nonmember bank merges into an existing member bank, or when a

nonmember bank joins the Federal Reserve System. For weeks for which
figures are preliminary, figures by class of bank do not add to total
because adjusted data by class are not available.

2 Based on closing figures.
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1.13 FEDERAL FUNDS TRANSACTIONS Money Market Banks

Millions of dollars, except as noted

1978, week ending—

Type
Oct. 4 Oct. 11 l Oct. 18 Oct. 25 Nov, 1 Nov. 8 ‘ Nov. 15 l Nov, 22 ‘ Nov, 29
‘Total, 46 banks
Basic reserve position
1  Excessreserves!...........covvon (13 182 —103 r84 16 n 141 -31 5
Lrss:
2 Borrowings at F.R. Banks...... 261 344 404 227 205 59 106 38 168
3 Net interbank Federal funds
transactions..........ov.nn 15,375 18,536 17,470 13,747 14,187 17,146 17,945 16,936 15,861
FEquaLs: Net surplus, or
deficit (—):
4 AMOUNt .« v nvve v renreinnins —15,571 | —18,698 | —17,977 |7—13,890 | —14,376 | —17,094 | —17,910 | —17,004 | —15,954
5 Per cent of average
FESOIVOS. . ouuv e nnaaans 94.7 118.6 108.0 89.0 89.5 108.6 113.0 94.7 920.0
Interbank Federal funds transactions
Gross transactions:
6 Purchases..... 23,623 25,677 24,696 22,043 22,604 24,484 24,690 24,077 23,743
7 Sales,....ooovuinn 8,248 7,141 ,226 8,296 417 7,339 6,744 7,141 ,881
8 Two-way transactions2...... 5,601 5,930 5,973 6,446 5,521 5,676 5,506 5,336 5,580
Net transactions: .
9 Purchases of net buying banks.. . 18,022 19,747 18,722 15,598 17,083 18,808 19,184 18,742 18,162
10 Sales of net selling banks. ...... 2,647 1,211 1,253 1,850 1896 1,663 1,23 1,806 ’301
Related transactions with U.S.
Government securitics dealers
1t Toamstodealersd., ....ooviinenn 3,222 1,397 3,159 2,704 2,486 4,207 3,654 4,123 3,298
12 Borrowing from deale: 2,186 1,505 1,661 2,133 2,241 1,646 1,270 2,005 1,714
13 Netloans........c-vvevens . 1,037 1,892 1,498 572 745 2,561 2,384 2,118 1,584
8 banks in New York City
Basic reserve position
14 lF:xc:ess reservesl . . ..o 34 76 —45 28 | 45 5 4 -7
ESS: !
15 Borrowings at F.R. Banks...... 174 196 226 45 69 |.......... 02 |.......... 27
16 Net interbank Federal funds
Lransactions. co v vovvecerno 5,032 6,172 4,647 3,122 3,774 4,267 4,666 2,523 2,336
EqQuaLs: Net surplus, or
deficit (—):
17 Amount....coovererrearainens —5,173 —6,292 —4,918 -3,139 —3,843 —4,221 —~4,763 -2,519 -2,370
18 Per cent of average
FESCIVES, .oy uvvvevarneisons 87.0 112 .4 80.7 57.7 67.5 75.3 84.6 39.0 37.6
Interbank Federal funds transactions
Gross transactions:
19 Purchases................ 5,953 7,238 5,813 4,964 5,404 5,595 5,593 4,785 4,687
20 Sales......... 92( 1,067 1,166 1,842 1,630 1,328 927 2,262 | 2,351
21 Two-way transact 921 1,067 1,024 1,606 1,090 1,303 927 1,246 , 1,441
Net transactions: X |
22 Purchases of net buying banks.. . 5,032 6,172 4,789 3,358 4,314 4,292 4,666 3,538 3,246
23 Sales of net selling banks. oo voviinv v v, 142 236 540 25 J.ooenlt, 1,016 911
Related transactions with U.S.
Government securities dealers
24 Loans to deatersd..........c.oon 1,963 2,148 1,717 1,610 1,773 2,718 2,249 2,524 1,864
25 Borrowing from dealers 491 547 564 556 510 454 496 633 9
26 Netloans......ooervervovrs 1,477 1,602 1,152 1,054 1,263 2,264 1,753 1,891 1,106
38 banks outside New York City
Basic reserve position
27 Excess reservest, ... i ieiaa 31 106 —59 r56 16 65 136 —34 81
ESS:
28 Borrowings at F.R. Banks...... 86 148 177 182 137 59 4 38 141
29 Net interbank Federal funds
transactions. .. .. .oieeans 10,343 12,364 12,823 10,625 10,413 12,879 13,2719 14,413 13,525
EqQuaLs: Net surplus, or
deficit (—):
30 Amount........coaeieireine —10,398 | —12,406 | —13,059 (r—10,751 | —10,534 | —12,873 | —13,147 ;| —14,485 | —13,585
31 Per cent of average required
FOSCPVES. . useenioanscnnonn 99.1 121.9 123.9 105.8 101.5 126.9 128.5 125.,9 118.8
Interbank Federal funds transactions
Gross transactions:
32 Purchases. e 17,670 18,439 18,883 17,080 17,200 18,889 19,097 19,293 19,056
33 7,327 6,075 ,060 6,454 ,786 6,010 5,818 ,879 y
34 Two-way transactions2....... 4,680 4,864 4,950 4,840 4,431 4,373 4,579 4,089 4,140
Net transactions: .
35 Purchases of net buying banks.. . 12,990 13,575 13,933 12,240 12,769 14,517 14,518 15,203 14,916
36 Sales of net selling banks....... 2,647 1,211 1,110 1,614 2,356 1,639 1,239 790 1,391
Related transactions with U.S.
Gavernment securities dealers
37 Loans to dealers3....... 1,255 1,249 1,442 1,095 1,212 1,489 1,405 1,598 1,434
38 Borrowing from dealers4 1,695 958 1,096 1,577 1,731 1,192 174 1,372 956
39 Netloans......o. ovovvenn —440 291 346 —482 —518 297 631 226 478

For notes see end of table,
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Oct. 18 ‘ Oct. 25 ‘ Nov., 1 | Nov. 8 ‘ Nov, 15

1978, week ending—

Nov, 22 Nov. 29

5 banks in City of Chicago

Type
Oct. 4 Oct, 11
Basic reserve position
40  EXCesSTeserves!......cvevvnorens 31 15
LEess:
41 Borrowings at F.R, Banks. .....| ccvevvnns]oenannin, 33
42 Net interbank Federal funds
LrANSACHONS. s e aranernsns 4,992 5,163 5,297
EquaLs: Net surplus, or
deficit (—):
43 AMOUNt, . ovevvavreniasiresaes| —4,960 —5,148 —5,323
44 Per cent of average required
FESETVES. v v vioniannarrons 316.5 342.2 325.7
Interbank Federal funds transactions
Gross transactions:
45 PUrchases...ocvoveenearsnsanss 6,147 6,395 6,749
46 Sales,........ 1,156 1,232 1,452
47 Two-way transactions2.,.... 1,156 1,232 1,452
Net transactions:
48 Purchases of net buying banks. .. 4,992 5,163 5,297
49 Sales of net selling banks.......| oo
Related transactions with U,S.
Government securities dealers
50 Loanstodealersd. . .o.vvreannenn 344 208 334
51 Borrowing from dealers4. . 325 189 241
52 Netloans......oievveenne 19 19 93
Basic reserve position
53  EXCess 1eServesl, . ...uvieriisuieanfrooareces 91 —65
Less:
54 Borrowings at F.R. Banks...... 86 148 145
55 Net interbank Federal funds
transactions.....o.oeeveess 5,351 7,201 7,527
EQU.:Hi: Net surplus, or
eficit (—):
56 Amount.(...)................. —5,438 | -7,258 | ~7,736
57 Per cent of average required
e seTeauled | e0w|  sn7|  s6s
lntGerbnnk Federal funds transactions
ross transactions:
58 Purchases. .. 11,522 12,044 12,135
59 Sales. . . 6,171 4,843 4,608
60 Two-way transa 3,524 3,631 3,498
Net transactions:
61 Purchases of net buying banks. .. 7,998 8,412 8,637
62 Sales of net selling banks....... 2,647 1,211 1,110
Related transactions with U.S.
- Government securities dealers
63 Loans to dealersd.......ueeiaeans 911 1,041 1,108
64  Borrowing from dealers4. ... ..... 1,370 769 855
65 Netloans......oeeveevssereesses —459 272 253

13 13 1 8 20 41
3,911 4,965 5,685 5,713 6,194 6,059
~3,898 | —4,951 | ~5,684| —5705| —6,174 | —6,017
266.1 318.5 375.4 380.9 331.3 344.4
5,242 6,348 6,703 7,065 7,363 7,134
1,331 1,384 1,018 1,352 1,169 1,075
1,331 1,384 1,018 1,352 1,169 1,075
3,911 4,964 5,685 5,713 6,194 6,059
77 79 191 124 214 236
396 201 224 56 173 229
-319 —122 -33 68 41 7
33 other banks
43 3 64 129 —54 40
182 137 59 4| 38 141
6,714 5,449 7,194 7,566 | 8,220 7,467
r—6,853 ° —5,583 | -7,189 | -7,441 | —8,311 | ~-7,568
178.8 63.2|  #3.3 85.0 46.2 78.1
I
11,838 | 10,852 | 12,186 | 12,032 | 11,930 | 11,922
5,124 5,403 4,992 4,466 3,710 4,455
3,509 3,047 3,355 3,227 2,920 3,064
8,329 7,805 8,832 8,805 9,009 8,857
1,614 2,356 1,638 1,239 790 1,391
1,018 1,134 1,299 1,282 1 1,384 1,198
1,181 1,530 968 7181 1,199 727
163 ~396 330 564 | 186 471
|

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 agreements (purchases from dealers subject to resale),
or other lending arrangements,

4 Federal funds borrowed, net funds acquired from each 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 securities.

NoTE.—Weekly averages of daily figures. For description of series,
se¢ August 1964 BULLETIN, pp. 944-53, Back data for 46 banks appear
in the Board’s Annual Statistical Digest, 1971-1975, Table 3,
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Per cent per annum

Domestic Financial Statistics 0 December 1978

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 Secs, 13 and 13al
Bank
Regular rate Special rate?
Rate on | Effective | Previous | Rate on | Effective | Previous | Rate on | Effective | Previous | Rate on | Effective | Previous
11/30/78 date rate 11/30/78 date rate 11/30/78 date rate 11/30/78 date rate
Boston. .. 9l 11/2/78 814 10 11/2/78 9 1014 11/2/78 914 1214 11/2/78 1114
New York 9i4 11/1/78 814 10 11/1/78 9 1054 | 117178 914 1214 | 14178 1115
Philadelphi 914 11/2/78 814 10 11/2/78 9 1014 11/2/78 914 1215 11/2{78 1115
Cleveland. 915 11/2/78 815 10 11/2/78 9 1014 11/2/78 91p 1215 11/2/78 1114
Richmond 914 1172178 8i4 10 11/2/78 9 105 | 11/2/78 9i4 124 | 11/2/78 115
94 11/3/78 814 10 11/3/78 9 104 | 11/3/78 94 1215 | 11/3/78 1144
915 11/2/78 814 10 11/2{78 9 1034 11/2/78 9145 1214 11/2/78 1115
914 11/2/78 815 10 11/2/78 9 1015 11/2/78 9l 1214 11/2/78 1115
914 1141478 814 10 178 9 1014 1118 914, 1214 1y 4
914 11/2/78 814 10 11/2/78 9 1015 11/2/78 915 1215 11/2/18 1114
915 11/2/78 815 10 11/2/78 9 1014 11/2/78 914 121 11/2/78 1114
San Francisco....| 914 11/2/78 84 10 1172/78 9 100 | 11/2/78 914 1214 | 11/2/718 1115
Range of rates in recent years$
Range F.R. Range F.R. X Range F.R.
Effective date (or level)—| Bank Effective date (or level)—| Bank Effective date (or level)—| Bank
All F.R. of All F.R. of R. of
Banks N.Y. Banks N.Y. Banks N.Y.
In effect Dec. 31, 1970..... 51 53 1973—May 534 534 1976—Jan. 19.. 51%-6 5¢
" % 5%-6 6 23 51 51
1971—Jan, 514514 5V 6 Nov. 5144-514 54y
54 1A June 6-614 614 S5y 514
5-514 Sl4 6lh 6la
5-514 5 July 7 7 1977—Aug. 514-53 5Y4
5 5 Aug. 7-71% 7 3 5V4-5% 5%
Feb. 43%-5 5 % 74 Sept. 534 534
4y 434 Oct. 6
July 4%-5 5 1974—Apr. 7%4-8 8
5 5 8 8 1978—Jan. 6-614 614
Nov 43%-5 5 Dec. 7%-8 7?.- 614 61h
4% 4% 1% 1% May 6447 7
Dec. 4h4% | 4% 7 7
414-43%, 414 1975—1Jan. TY%~1% 73/ July 7-T% TV%
414 414 7'/4—73/4 7 /4 V4 Y%
T TV Aug. 734 1%
1973—Jan, 5 5 Feb. 634-1% 6% Sept. 8 8
Feb. 5-514 515 634 634 Oct, 8-814 814
Mar. 51 514 Mar. 61463 614 8% 814
Apr. 23 51453 514 6V 614 Nov. 814-514 914
May 2—61/4 2 915 915
In effect Nov. 30, 1978. .. 91, 914

1 Discounts of eligible paper and advances secured by such paper or b
U.S.hGovt. obligations or any other obligations eligible for F.R. Ban
purchase.

2 Advances secured to the satisfaction of the F.R. Bank. Advances
secured by mortgages on 1- to 4-family residential property are made at
the Section 13 rate.

3 Applicable to special advances described in Section 201.2(e)(2) of
Regulation A,

4 Advances to individuals, partnerships, or corporations other than
member banks secured by direct obligations of, or obligations fully
gﬁmra:}teed 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, see the following publications of the Board of Governors:
Banking and Monetary Statistics, 1914-1941, Banking and Monetary
Statistics, 1941-1970, Annual Statlstical Digest, 1971-75, and Annual
Statistical Digest, 1972-76.



1.15 MEMBER BANK RESERVE REQUIREMENTS!

Per cent of deposits

Policy Instruments A9

Requirements in effect Previous requirements
November 30, 1978
Type of deposit, and deposit interval o S
in millions of dollars
Per cent Effective date Per cent Effective date
Net demand:2
2,400 000 7 12/30/76 7% 2/13/75
2-10. . 0veinnnnn ; 914 12/30/76 10 2/13/75
10-100, ,....v s 1134 12/30/76 12 2/13/75
100-400. , 1234 12/30/76 13 2/13/75
Over400, ..ovvvvviiiiinenne, PSP 16Y4 12/30/76 1614 2/13/75
Time:2:3
SaVINES e uvieiiiireiraine et i 3 3/16/67 k1% 3/2/67
Other time: 4
0-5, maturing in—
30-179days. ....oveunn P e 3 3/16/67 Yy 3/2/67
180 daystod years.............. e P 5215 1/8/76 3 3/16/67
4 YEArS OF TNOTC . e 4ot v vt e tenaassonatnenaanoinins 51 10/30/75 3 3/16/67
Qver S, maturing in—
30-179days. .o v v vttt 6 12/12/74 5 10/1/70
180 daysto 4 years...ooovvevnna P 5214 1/8/76 3 12/12/74
4 years Or MOT€. o oo vvevvnnsns et e 51 10/30/75 3 12/12/74
Legal limits
Minimum Maximum
Net demand:
Reserve city banks, ......... 10 22
Other banks. 7 14
Time,..ovoiiiererinnnaes 3 10
Borrowings from foreign ba 0 22

1 For changes in reserve requirements beginning 1963, see Board’s
Annual Statistical Digest, 1971-1975 and for prior changes, see Board’s
Annual Report for 1976, Table 13,

2(a) Requirement schedules are graduated, and cach deposit interval
applies to that part of the deposits of each bank. Demand deposits
subject to reserve requirements are gross demand deposits minus cash
items in process of collection and demand balances due from domestic

banks,

(b) The Federal Reserve Act specifies different ranges of requirements
for reserve city banks and for other banks. Reserve cities are designated
under a criterion adopted effective Nov, 9, 1972, by which a bank having
net demand deposits of more than $400 million is considered to have the
character of business of a reserve city bank, The presence of the head
office ol such a bank constitutes designation of that place as a reserve
city. Cities in which there are Federal Reserve Banks or branches are also
reserve cities. Any banks having net demand deposits of $400 million or
less are considered to have the character of business of banks outside of
reserve cities and are permitted to maintain reserves at ratios set for banks
not in reserve cities, For details, see the Board’s Regulation D,

(c) Effective August 24, 1978, the Regulation M reserve requirements
on net balances due from domestic banks to their foreign branches and
on deposits that foreign branches lend to U.S. residents were reduced to
zero from 4 per cent and I per cent, respectively, The Regulation D
reserve requirement on borrowings from unrelated banks abroad was
also reduced to zero from 4 per cent.

3 Negotiable orders of withdrawal (NOW) accounts and time deposits
such as Christmas and vacation club accounts are subject to the same
requirements as savings deposits.

4 Effective November 2, 1978, a supplementary reserve requircment of
2 per cent was imposed on time deposits of $100,000 or more, obligations
ol affiliates, and ineligible acceptances.

5 The average of reserves on savings and other time deposits must be
at least 3 per cent, the minimum specified by law.

Nott.—Required reserves must be held in the form of deposits with
F.R. Banks or vault 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 In effect Nov, 30, 1978 Previous maximum In eﬂ'ec-t Nov. 30, 1978 Previous maximum
Per cent Effective Per cent Effective Per cent Effective Per cent Effective
date date date date
1 SaVINGS. s veuiversirneeariraseainenss 5 | 711473 4% 1721470 54 ) 5 )
2 Negotiable orders of withdrawal
accountsl. ,...,.ven.ns 5 1/1{74 (10) erreraraas 5 171174 (10) Cerrareeees
3 Money market time deposit of less than ® © © ® ® ® ® ®
Other time (multiple- and single-
303t;n&rity unless otherwise indicated)3
4 Multi;’l,:-'mnturity e - } 5 /73 { Y% 1/21/70 } 10 19
5 Single-maturity.......... 5 9/26/66 Tt
6 Nimte st 7/20(66
ultiple-maturity.......... Cevees
T Sheemamnyennnl) w4 mm | os ) R |b ow M % 12170
3
TS A R B mm 3% | G|} o o [P | AR
10 2% tod years4....ov..n... 614 7/1)73 5% 1/21/70 6% (@] 6 1/21/70
1l 4tobyearsd.ivivenenrinnrnnnsns TV 111473 11) 14 14173 (D))
12 6 to 8 yearsS,, . 7% 12/23/74 Y4 11/1/73 7% 1223174 7% 11/1/73
13 8 ycarsor moreS......... 734 6/1{78 (19 8 6/1/78 (10)
14 Issued to governmental units (all
. Ind m:turities) .................. i 8 6/1/78 7% 12/23/74 8 6/1/78 7% 12/23/74
5 ndividual retirement accounts an
Keogh (H.R. 10) plans$, ........ 8 6/1/78 T% 716/77 8 6/1/78 7% 716/17

1 For authorized States only. Federally insured commercial banks,
savings and loan associations, cooperative banks, and mutual savings
banks in Massachusetts and New Hampshire were first permitted to offer
negotiable orders of withdrawal (NOW) accounts on Jan. 1, 1974.
Authorization to issue NOW accounts was extended to similar institutions
throughout New England on Feb, 27, 1976, and in New York State on
Nov. 10, 1978,

2 Must have a maturity of exactly 26 weeks and a minimum denomina-
tion of $10,000, and must be nonnegotiable.

3 For exceptions with respect to certain foreign time deposits see the
Federal Reserve BULLETIN 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 areas where mutual savings banks permit lower minimum de-
nominations. This restriction was removed for deposits maturing in less
than 1 year, effective Nov, 1, 1973,

5 $1,000 minimum except for deposits representing funds contributed
to an Individual Retirement Account (IRA) or a Keogh (H.R. 10) Plan es-
tablished pursuant to the Internal Revenue Code, The $1,000 minimum
requirement was removed for such accounts in December 1975 and No-
vember 1976, respectively.

6 3-year minimum maturity,

7 July 1, 1973, for mutual savings banks; July 6, 1973, for savings and
foan associations.

8 Oct. 1, 1966, for mutual savings banks; Jan. 21, 1970, for savings and
loan associations.

9 Commercial banks, savings and loan associations, and mutual savings
banks were authorized to offer money market time deposits effective
June 1, 1978. The ceiling rate for commercial banks is the discount rate
on most recently issued 6-month U.S, Treasury bills, The ceiling rate for
savings and loan associations and mutual savings banks is 14 per cent

higher than the rate for commercial banks, The most recent rates and
effective dates are as follows:

Nov, 2 Nov. 9 Nov, 16 Nov. 23 ‘ Nov, 30
Banks...... 8.982 9.419 9,291 8.996 9.330
Thrifts..... 9.232 9.669 9.541 9.246 9.580

10 No separate account category.

11 Between July 1, 1973, and Oct, 31, 1973, there was no ceiling for
certificates maturing in 4 years or more with minimum denominations
of $1,000; however, the amount of such certificates that an institution
could issue was limited to 5 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 614 per cent ceiling on time deposits maturing in 214
years or more,

Effective Nov, 1, 1973, ceilings were reimposed 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 are
established by the Board of Governors of the Federal Reserve System,
the Board of 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 more were suspended in mid-
1973, For information regarding previous interest rate ceilings on all
types of accounts, see earlier issues of the Federal Reserve BULLETIN,
the Federal Home Loan Bank Board Journal, and the Annual Report
of the Federal Deposit Insurance Corporation.

1.161 MARGIN REQUIREMENTS
Per cent of market value; effective dates shown.
Type of security on sale Mar. 11, 1968 | June 8, 1968 May 6, 1970 Dec. 6, 1971 | Nov. 24, 1972 | Jan. 3, 1974
1 Margin stocks..... 70 80 65 55 65 50
2 Convertible bonds. . 50 60 50 50 50 50
3 Short sales..,......... Crenees feteieiacans 70 80 65 55 65 50

Nore.—Regulations G, T, and U of the Federal Reserve Board of
Governors, prescribed in accordance with the Securities Exchange Act of
1934, limit the amount 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 specified percentage of the market value of the
collateral 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 requi for bonds convertible
ilratgsstocks were adopted by the Board of Governors effective Mar. 11,




Policy Instruments  All
1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS
Millions of dollars
1978
Type of transaction 1975 1976 1977 B
Apr. May June July Aug. Sept. Oct.
U.S. GOVERNMENT SiECURITIES
Outright transactions (excluding matched sale-
purchase transactions)
Treasury bills:
1 Gross purchases. . ..oovvviiie v 11,562 | 14,343
2 Grosssales.......vvuiiiiiiniiiiiienian 5,599 8,462 | 7,241 |........
3 Redemptions. .....voviiiiiiiiniiinnnn 26,431 |25, 017 | 2136 |... i,
Others within 1 year:?
4 Gross purchases.
5 Grosssales....oooiieiviinian
6 Lixchange, or maturity shift,. .. 4,499
7 Redemptions. .o vvviieiiininnnenaenss 2001 R IS IS P I
1 to 5 years:
8 Gross purchases. . . ..oovoviiiveninirane 23,284 | 23,202 2,833 235 290 631 |........ 424 350 507
9 Gross SaleS. . v et e | v & B P I S Sl o Y I P PO
10 Exchange, or maturity shift.............. 3,854 [—2,588 |—6,649 —136 —79 467 241 —490 —563 385
5 to 10 years:
11 Gross purchases. . . oo viviiineceanneaen 1,510 1,048 758 191 101 176 |........ 238 110 87
12 LT L T T: 1 1 T S e [ T U D Y TP N
13 Exchange, or maturity shlft rea e —4,697 1,572 584 |........ 1,526 ~87 [....... 1,434 | ... o eeeiies
Over 10 years:
14 Gross purchases
15 Gross SaleS. vt i .
16 Exchange, or maturity SDIfta e e srn e 848 225 1,565 |........ 895 ... 600 |........0..oouins
All maturities:!
17 Gross purchases e eeriaa e, 221,313 (219,707 | 20,898 935 2,785
18 Gross sales. . 5,599 , 7,241 737 2,148
19 Rcdcmpxions ..................... 29,980 | 25,017 4,636 K1 P O S I EE A
Matched sale-purchase transactions
20 Grosssales......viviiiiiiiiin i 151,205 |196,078 |425,214 | 42,262 | 40,634 | 52,544 | 44,657 | 29,162 | 33,346 | 35,112
21  Gross purchases..........oovvvvnnnes oool| 152,132 (196,579 423,841 | 42,799 | 40,362 | 52,557 | 44,712 | 29,641 | 33,130 | 36,106
Repurchase agreements .
22 Gross purchases. . oo iiiieiiiiiiinienn. 140,311 1232,891 [178,683 | 8,044 | 11,517 | 14,956 | 15,822 | 16,286 | 10,724 | 18,976
23 Gross SaleS...veveiireiiiiiiiiiieiiaena, 139,538 (230,355 |180,535 8,999 | 11,819 | 13,100 | 17,374 | 15,140 | 10,353 | 20,565
24 Net change in U.S. Government securities. . . . . 7,434 | 9,087 5,798 1,923 —674 | 7,320 |—1,261 2,854 | 3,540 43
FEDERAL AGENCY OBLIGATIONS
Qutright transactions:
25 Grosspurchases......ov.vviueninvnerianan 1,433 ..ot 1 Y I I
26 Grosssales.......covvuneiniencisiinsnonafionnsaeosfiieniead]iiiiiiiianinieann oo | e 2 P
27  Redemptions. .....ovvviuuiisirrarennens, 223 | 34 28 4 13 28 12
Repurchase agreements:
28 Grosspurchases.............oveviiinina. 15,175 | 10,520 | 13,811 1,282 | 3,927 3,421 5,170 | 3,080 3,877 | 6,675
29  Gross SBlES. ... .. vvveviuniiienreaneennan 15,567 | 10,360 | 13,638 1,410 ) 4,037 3,088 5,457 | 3,032 3,348 7,196
30  Net change in Federal agency obligations. ... 978 882 1,383 —128 —144 606 —291 —138 501 —521
BANKERS ACCEPTANCES
31 Outright transactions, net....... 163 —545 =196 ... o e e
32 Repurchase agreements, net —35 410 159 1 —480 —17 747 —753 28 419 —479
33 Nect change in bankers icceptances. .. ... . 127 —135 -37 —480 —17 747 —1753 28 419 —479
34 Total net change in System Open Market
ACCOUNt. .o vt vn vt iei e rnainans 8,539 i 9,833 | 7,143 1,315 | —834 8,783 |—2,305 | 2,744 | 4,460 —969

1 Both gross purchases and redemptions include special certificates
created when the Treasury borrows directly from the Federal Reserve,
as follows (millions of dollars): 1975, 3,549; 1976, none; Scpt. 1977,

"2 1975, the System obtained $421 million of 2-year Treasury notes
in exchange for maturing bills. In 1976 therc was a similar transaction

amounting to $189 million. Acquisition of thesec notes is treated as a
purchase; the run-off of bills, as a redemption.

NotEe.—Sales, redemptions, and negative figures reduce holdings of
the System Open Market Account; all other figures increase such holdings,
Details may not add to totals bccause of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and F.R. Note Statements

Millions of dollars

Wednesday End of month

Account 1978 1978

Nov. 1 Nov. 8 | Nov. 15

Nov. 227 | Nov. 29# Sept. Oct. Nov.?

Consolidated condition statement

ASSETS

Gold certificate accOUnt. .o vivev i, . 11,655 11,649 11,642 11,642 11,642 11,668 11,655 11,642
Special Drawing Rights ceruﬁcate account.... .. 1,300 1,300 1,300 1,300 1,300 1,300 1,300 1,300

[0 1 TN Cireserer e cees 298 298 296 289 274 292 300 275

-

©a

- Loan
Member bank borrowings. ... ooaian P 1,789 783 1,258 931
Other.............

Acceptances:
Bought outright... ... veveeeiieaias P,
Held under repurchase agreements.......... .
Federal agency obligations:
Bought outright........... Chbeeeiaare -
Held under repurchase agreements.,.........| 1,019 |[..........|[.cooennn.

Vo N b

U.S. Government securities
Bought outright:

10 Bills.......ooovivninn e v N
g Ceruﬁcates—Spec .....
13 Notes 54,855
14 Bonds 12,465
15 Totall,.,....coovvnien 108 114 110,878
16 Held under repurchase agreements....e-vveee| 2,676 |..vvvn]ieeenennn. 32§

17 Total U.S. Government securities.......... 114,544 | 107,253 | 108,114 | 131,203 114,110 { 115,279 | 115,322 | 113,305
18 Total loans and securities. ...-.v.vvvvvvvneie.| 125,689 | 115,968 | 117,304/ 120,609 124,264 | 125,956 | 124,830 | 122,016
13,265 10,071 18,419 14,581 12,709 9,492 13,366 11,824

o 395 396 396 397 396 394 395 396

19 Cash items in process of collection

20 Bank premises.....oc.evvesrenane N
Other assets: ,
21 Denominated in foreign currencies..... ... 27 27 25 29 47 20 27 53
22 All other........ooouuns 2,794 3,699 1,855 1,772 1,962 2,025 2,334 1,901
23 Total assets.......... LR TR ceseenes| 155,423 | 143,408 | 151,237 | 150,619 | 152,594 | 151,147 | 154,207 | 149,407
LIABILITIES
24 FBdcral Feservc NOMES. .\ v v eneicnenee 98,336 99,471 100,071 100,584 101,070 96,572 98,154 100,825
eposits:
25 Member bank reserves......oconiiiienae - 30,425 24,484 28,327 31,395 32,363 26,830 26,260 30,577
26 US. Treasury—General account..... . 14,322 7,989 7,557 6,153 7,236 16,647 15,467 6,587
27  Foreign.. 244 249 313 285 275 325 305 379
28 Other2, . 573 652 2,325 565 479 628 531 567
29 Total deposits.....ocvvviveraranerieiiiisanes 45,564 33,374 38,522 38,398 40,353 44,430 42,563 38,110
30 Deferred availability cash items............... 6,948 6,650 8,500 7,358 6.587 5,773 8,930 5,927
31 Other liabilities and accrued dividends......... 1,683 1,597 1,678 1,647 1,784 1,700 1,686 1,725
32 Total liabilities........... R R 152,531 141,092 | 148,771 | 147,987 | 149,794 | 148,475 | 151,333 | 146,587
CAPITAL ACCOUNTS

33 Capital paid in.cveenennnnn . 1,068 1,069 1,070 1,073 1,073 1,061 1,069 1,073
34 Surplus. peraeeans 1,029 1,029 1,029 1,029 1,029 1,029 1,029 1,029
35 Other capital accounts 795 218 367 530 698 582 776 718
36 Total liabilities and capital accounts............ 155,423 143,408 151,237 150,619 152,594 151,147 154,207 149,407
37 MzeMo: Marketable U.S, Govt. securities held in

custody for foreign and intl, account...... 91,803 92,756 94,738 92,934 91,855 86,450 83,606 92,412

Federal Reserve note statement
38 F.R. notes outstanding (issued to Bank).,......[ 110,796 | 111,296 | 111,759 | 112,272 | 112,423 | 109,590 | 110,741 112,445
Collateral held against notes outstanding:

39 Gold certificate account, . . cv..veinuns s 11,655 11,649 11,642 11,642 11,642 11,668 11,655 11,642
40 Special Drawing Rights certificate account 1,300 1,300 1,300 1,300 1,300 1,300 1,300 1,300
41 Eligible paper . ....ovvvervvinnnns. . 1,581 587 682 756 1,170 1,137 1,094 9

692
96,260 97,760 98,135 98,574 98,311 95,485 96,692 98,811
110,796 | 111,296 | 111,759 | 112,272 | 112,423 | 109,590 | 110,741 112,445

42 U.S. Government securmes.

43 Total collateral...............

1 Includes securities loaned—fully guaranteed by U.S. Govt. securities 2 Includes certain deposits of domestic nonmember banks and foreign-
pledged with F.R. Banks—and excludes (if any) securities sold and  owned banking institutions voluntarily held with member banks and
scheduled to be bought back under matched sale-purchase transactions.  redeposited in full with F.R. Banks.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and maturity 1978 1978
Nov. 1 Nov. 8 Nov. 15 Nov. 22 Nov. 29 Sept. 30 Oct. 31 Nov. 30

1 Loans. .oo.cvvienieniorncnancranes Chreasaaes 1,796 783 1,257 931 1,260 1,363 1,206 812

2 Within 15 days... 1,701 673 1,197 876 1,222 1,288 1,108 767

3 16 days to 90 days. 9 110 60 55 38 75 98 45
4 9ldaystolyear.,............ F S e P [ T ) DO,

5 Acceptances. . ...

6  Within 15 days. .

7 16 days to 90 days.

8 91 daysto | year..

9 U.S. Government securities........ e 114,544 107,253 108,114 111,203 114,110 115,279 115,322 113,305
10 Within I5days!....ccooienvaenn, Cebraeenas 8,666 5,958 3,059 5,386 7.352 5,150 7,195 4,467
11 16 days to 90 days. . v vvveive e iiiivaienn. 20,349 17,863 18,073 18,860 19,775 25,203 22,072 20,315
12 91 daysto | year...... .. 30,204 28,107 30,655 29,732 29,758 30,157 30,730 31,523
13 Over 1 ycarto 5years...... 31,638 31,638 31,205 31,833 31,833 31,309 31,638 31,608
14  Over 5 years to 10 years. .. 13,719 13,719 14,554 14,717 14,717 13,632 13,719 14,717
15 OVver 10 YEears. . oo vusvervecanrransrsaannass 9,968 9,968 10,568 10,675 10,675 9,828 9,968 10,675
16 Federal agency obligations..................... 8,951 7,932 7,932 8,092 8,524 8,597 8,065 7,899
17 Within 1§days!.........ooiiiiiiiiin 1,019 {......... . 94 316 761 701 164 135
18 f(6daysto90days.....cvvveeviunninaa. 369 386 292 230 437 340 369 438
19 9ldaystolyear......coonvieun. e 1,520 1,503 1,503 1,503 1,292 1,467 1,488 1,292
20 OverlyeartoSyearS.......ccvouuunn.. 3,663 3,663 3,663 3,663 3,686 3,619 3,664 3,686
21 OverSyearsto 10years. . .ocovuvuunn e 1,520 1,520 1,520 1,520 1,488 1,609 1,520 1,488
22 Over LOYears.....ovoverveeinneciinnearns .. 860 860 860 860 860 861 860 860

! Holdings 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, turnover as ratio of debits to deposit. Monthly data are at annual rates.
1978
Bank group, or type 1975 1976 1977 _ . I
of customer
June July Aug. Sept. Oct.
Debits to demand deposits 2 (seasonally adjusted)

1 All commercial banks.,...... 25,028.5 29,180.4 34,322.8 41,538.5 40,575.1 42,722.1 41,811.6 42,855.9

2 Major New York City banks. . 9,670.7 11,467.2 13,860.6 15,976.0 15,355.3 16,432.9 15,495.9 15,437.3

3 Other banks,................ 15,357.8 17,713.2 20,462.2 25,562.5 25,219.7 26,289.2 26,315.7 27,418.6

Debits to savings deposits 3 (not seasonally adjusted)

4 All customers 174.0 444.0 432, 1 433.0 420.4 461.4

5 Business 1. . 21.7 61.5 55.6 57.6 60.9 67.2

6 Others. .. 152.3 382.6 376.5 375.4 359.5 394.2

Demand deposit turnover 2 (seasonally adjusted)

7 All commercial banks......... 105.3 116.8 129,2 144.4 139.0 146.2 141.6 144.1

8 Major New York City banks. . 356.9 411.6 503.0 596.0 553.0 577.5 549.6 530.1

9 Otherbanks................. 72.9 79.8 85.9 98.0 95.5 99.7 98.6 102.2

Savings deposit turnover 3 (not seasonally adjusted)

10 Allcustomers........covvevenfennnns P 1.6 2.0 2.0 2.0 1.9 2.1
11 Business 1,.... 4.1 5.5 5.1 5.2 5.3 5.8
12 Others. . o.oovviiiiiiivannnn 1.5 1.8 1.8 1.8 1.7 1.9

1 Represents corporations and other profit-secking organizations (ex-
cluding commercial banks but including savings and loan associations,
mutual savings banks, credit unions, the Export-Import Bank, and

Federally sponsored lending agencies).

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,

NoTE.—Historical data—estimated for the period 1970 thmugh 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

for savings deposits are not available prior to July 1977,

Reserve System, Washington, D.C. 20551. Debits and turnover data
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1.21 MONEY STOCK MEASURES AND COMPONENTS
Billions of dollars, averages of daily figures
! |
. 1978
1974 1975 1976 1977
Dec. Dec. Dec. Dec.
Item May June July Aug, Scpt. Oct.
Seasonally adjusted
MEASURES!
1 313.5 338.5 350.6 352.8 354.2 356.7 360.9 362.0
2 516.8 560.2 575.2 577.1 577.8 582.0 587.9 588.8
3 740.5 | 809.5 835.2 840.6 846.2 853.5 862.4 867.4
4 1,236.5 - 1,376.1 | 1,419.9 | 1,429.8 (71,441.0 | 1,455.1 |r1,472,1 | 1,484.2
5 803.2 883.5 922.2 . 933.6 939.8 950.5 955.6
6 1,299.2 | 1,450.1 | 1,506.9 | 1,516.5 (71,528.4 1,541.4 |r1,560.2 | 1,572.4
COMPONENTS
T CUITCNCY .y o e e e vt et aanansaas 67.8 73.7 80.7 8.6 92.1 92.8 93.3 94.0 95.2 96.0
Commercial bank deposits:
8 Demand.......covviiiinineaan 215.1 221.5 232.8 249.9 258.5 259.9 260.9 262.8 265.7 266.1
9 Time and savings. 418.3 . 450.9 489.7 545.0 571.6 574.5 579.4 583.0 589.7 593.6
10 SAVINES .\ v 135.8 160.5 201.9 219.6 222.0 221.7 220.9 222.4 224.2 223.9
11 Negotiable CD™2. .., . ..uv.0 89.0 81.3 62.7 74.0 87.1 | 86.7 87.4 86.3 88.1 88.2
1 Other time., ........covvevuen., 193.5 209.1 225.1 251.5 262.6 266.1 271.1 274.3 277.4 281.5
13 Nonbank thrift institutions3........ 369.1 427.8 496.0 566.6 584.7 589.2 594.7 601.6 609.6 616.8
Not seasonally adjusted
MEASURES!
303.9 322.6 348.2 345.3 351.7 356.0 354.2 358.8 361.3
463.6 524.2 568.1 571.7 578.1 581.9 579.3 583.2 586.2
670.0 745.8 814.9 833.6 842.0 848.7 850.8 858.4 864.5
1,095.0 | 1,238.4 | 1,377.5 | 1,420.3 | 1,435.2 | 1,447.9 |r1,453.0 . 1,466.4 | 1,478.8
753.5 810.0 890.9 918.2 928,13 936.0 938.8 948.7 955.3
1,178.4 | 1,320,7 | 1,453.4 | 1,405.0 | 1,521.5 {r1,535.3 | 1,541.0 | 1,556.7 | 1,569.6
COMPONENTS
20 CUITENCY, 0y v veerrer v rnnnnanens 69.0 75.1 82.1 90.1 91.9 92.9 94.1 94.3 95.0 95.8
Commercial bank deposits:
21 Demand, .o.oo.oovvi il 222.2 228.8 240.5 258.1 253.3 258.8 262.0 259.9 263.8 265.6
22 Member............ooivvnnn 159.7 162.8 169.4 177.5 172.6 175.7 177.7 176.1 178.2 179.2
23 Domestic nonmember. . ....... 58.5 62.6 67.5 76.2 76.9 79.1 80.3 79.9 781.8 82.6
24  Time and savings................ 416.7 449.6 487.4 542.6 372.9 576.6 579.9 584.6 589.9 594.0
25 Savings... ..ot 134.5 159.1 200.2 217.7 223.8 223.8 223.1 2222 1 2221 222.0
26 Negotiable CD’s2, 90.5 83.5 64.3 75.9 84.6 86.3 87.3 ! 88.0 ! 90.3 90.8
27 Other time..............o00.. 191.7 207.1 222.9 249.0 264.5 266.5 269.5 1+ 274.4 271.5 281.2
28 Other checkable deposits4.......... 0.4 0.7 1.4 2.1 2.6 2.6 2.7 2.8 2.9 2.9
29 Nonbank thrift institutions3........ 366.3 424.9 492.7 562.5 586.7 593.2: r599.3 602.1 r608. 1 614.3
30 U.S. Government deposits (all com-
merical banks). .. ... ol 4.9 4.1 4.4 5.1 4.0 6.2 4.5 3.6 ) 6.2 4.3

1 Composition of the money stock measures is as follows:

M-1: Averages of daily figures for (1) demand deposits at 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-14: M-1 plus savings deposits at commercial banks, NOW accounts
at banks and thrift institutions, credit union share draft accounts, and
demand deposits at mutual savings 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 lurge weekly reporting banks.

M-3: M-2 plus the average of the beginning- and end-of-month deposits

NOTES TO TABLE 1.23:

1 Adjusted to exclude domestic commercial interbank loans.

2 Loans sold are those sold outright to a bank’s own forcign 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-
merical and industrial loans> were reduced by about $100 million.

3 Data beginning June 30, 1974, include one large mutual savings
bank that merged with a 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 31.5 billion in connection with the liquidation

of mutual savings banks, savings and loan shares, and credit union shares
(nonbank thrift). ’

M-4: M-2 plus large negotiable CD’s.

M-5: M-3 plus large negotiable CD’s.

Latest monthly and weckly figures arc 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,

4 Includes NOW accounts at thrift institutions, credit union share
draft accounts, and demand deposits at mutual savings banks.

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 resuit 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,

S Reclassification of loans at one large bank reduced these loans by
about $200 million as of Dec. 31, 1977.

Notr.—Data are for last Wednesday of month except for Juhe 30
and Dec. 31; data are partly or wholly estimated except when June 30
and Dec. 31 are call dates.
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1.22 AGGREGATE RESERVES AND DEPOSITS Member Banks
Billions of dollars, averages of daily figures
1977 1978
Item 1974 1975 1976 - e e e e i .
Dec. Dec. Dec.
Dec. Mar. Apr. May June July I Aug. | Sept. Oct.
Seasonally adjusted
1 Reserves!. ... .c.ovuvivvneriniiannnanas 36.57 | 34.68 | 34.93 | 36.14 | 36.67 | 36.95 | 37.26 | 37.73 | 38,19 | 37.91 | 38.17 | 38.44
2 Nonborrowed.,.......ccoveniiiiiianns 35.84 | 34.55 | 34,89 | 35.57 | 36.34 | 36.39 | 36.05 | 36.63 | 36.88 | 36.77 | 37.11 | 37.16
3 Required...........covvvviiiieenrsas 36.31 ) 34.42 ) 34,29 | 35.95 | 36.47 | 36.80 | 37.04 ) 37.55 | 38.00 | 37.74 | 37.97 | 38.26
4 Deposits subject to reserve requirements2. .| 486.1 | 504.6 | 528.9 | 569.1 | 582.1 | 586.0 | 592.0 | 595.6 | 600.3 (r601.1 |r606.4 | 608.1
5 Time ar&d SAVINES . 0o v cuvurerraianaies 322.1 | 337.1 | 354.3 | 387.0 | 399.2 | 400.7 | 406.0 | 407.1 | 410.5 | 411.4 | 416.0 | 417.5
Demand:
6 Private 164.5 [ 171.4 5 178.5 | 179.6 | 182.0 | 183.5 | 184.6 | 186.1 | 186.5 | 186.3 | 187.2
7 U.S. Government. . 2.9 3.2 3.6 3. 3.3 2.6 3.9 3.7 3.3 4.1 3.
Not seasonally adjusted
8 Deposits subject to reserve requirements2.., 491.8 | 510.9 | 534.8 | §75.3 | 579.4 | 588.6 | 588.3 | 596.8 | 600.6 | 599.2 | 605.9 | 608.4
9 Time a‘lild SAVINES. .. cvviieiienorenrss 321.7 | 337.2 | 353.6 | 386.4 | 399.3 | 401.2 | 406.1 | 408.6 | 411.1 | 412,8 |r416.6 | 418.5
Demand:
10 Private. ,........ R AP 166.6 | 170.7 | 177.9 | 185.1 | 176.6 | 183.8 | 179,3 | 183.7 | 186.4 | 183.9 | 184.7 | 186.9
11 U.S. Government.. . co.cooveevranas 3.4 3.1 3.3 3.8 3.5 3.6 2.9 4.5 3.2 2.5 4.6 3.0

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 Dec, 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 nct 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 banks,

Note.—Back 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 Commcrcial Banks

Billions of dollars; last Wednesday of month except for June 30 and Dec. 31

! 1978
1974 1975 1976 1977
Category Dec. 313 | Dec. 31 | Dec. 31 | Dec. 31 .
. | June 30 | July 267 | Aug. 302 | Sept. 277 | Oct. 257 | Nov. 297
Seasonally adjusted
1 Loans and investments!............ 691.1 c721.8 <785.1 870.6 932.2 940.7 944.6 952.4 960.9 966.3
2 Including loans sold outright?2, ... 695.9 €726.2 “788.9 875.5 936.7 945.3 949.3 957.0 964.8 970.0
Loans:
3 Total...........oocoviiiiiii €500.2 ©496.9 €538.9 617.0 667.8 675.1 680.2 687.3 696.8 706.7
4 Including loans sold outright2...| ¢505.0 <501.3 €542.7 621.9 672.3 679.7 684.9 691.9 700.7 710.4
5 Commercial and industrial, ...... c183.5 c176.2 | <4179.7 5201.4 219.0 220.8 222.8 224.6 227.0 228.9
6 Including loans sold outright2. .. c[86.2 c178.7 | c4182.1 5204.2 221.2 223.1 ¢ 225.2 226.9 228.9 230.8
Investments;
7 e51.1 80.1 *98.0 95.6 100.2 100.6 97.9 97.2 95.2 90.3
8 c139.8 c144.8 c148.2 158.0 164.2 165.0 166.5 167.9 168.9 169,3
Not scasonally adjusted
9 Loans and investments!............ 705.6 737.0 801.6 888.9 938.7 936.6 942.0 951.4 958.4 969.1
10 Including loans sold outright2..... 710.4 741.4 805.4 893.8 943.2 941.2 946.7 956.1 962.3 972.8
Loans:
It Totall................ PP 510.7 507.4 550.2 629.9 675.8 675.6 681.0 688.6 696.6 717.1
12 Including loans sold outright2., . 515.5 511.8 354.0 634.8 680.3 680.2 685.7 693.3 700.5 700.8
13 Commercial and industrial....... 186.8 179.3 4182.9 5205.0 221.6 220.9 221.7 223.9 226.5 228.9
14 Including loans sold outright2. .. 189.5 181.8 4185.3 5207.8 223.8 232.2 224.1 226.2 228.4 230.8
Investments: i
15 U.S. Treasury......ooveeeunnnns 54.5 84.1 102.5 100.2 97.9 96.1 94.8 95.0 93.5 92.6
16 Other...........c..covvvviinnnn 140.5 145.5 148.9 158.8 165.1 164.9 166.2 167.7 168.3 169.5

For notes see 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 ‘ 1977 19783
Account 1
Dec. I Dec. Mar. Apr, May June Julyr Aug.? Sept.? | Oct.? Nov.»
All commercial
1 Loans and investments. ... .......... 846.4 | 939.1 | 939.7 | 953.0 ' 974.4 | 985.0 | 980.6 | 985.5 ! 995.6 (1,003,0 [1,016.0
2 LoAns, gross....... 594.9 | 680.1 | 680.4 | 688.7 | 7T12.4 | 722.1 719.6 | 724.5 | 733.4 | 741.2 | 754.0
Investments:
3 U.S. Treasury securities 102.5 100.2 99.0 100.2 97.3 97.9 96.1 94.8 94.9 93.5 92.6
4 Other...coooivennnn 148.9 158.8 160.3 164.1 164.6 | 165.1 164.9 166.2 167.3 168.3 169.5
5 Cash assets...... 136.1 1 168.7 | 130.5| 133.1 | 161.0 ) 166.8 | 130.2 | 137.4 | 141.8 | 146.5 | 149.3
6 Currency and co 12,1 13.9 14,4 14.3 14.5 12.0 14.8 15.2 15.2 15.1 16.7
7 Reserves with F.R. Ba 26.1 29.3 30.2 27.6 30.3 29.6 23.6 29.7 32.6 34.6 32.6
8 Balances with banks....... 49.6 59.0 42.6 43.6 51.9 56.0 44.4 43.0 44.4 45.0 46.5
9 Cash items in process of collecti n.. 48.4 66.4 43.3 47.6 64.3 69.3 47.3 49.5 49.6 51.7 53.5
10 Total assets/total liabilities and
capitall, . vieesse.|1,030,7 |1,166.0 |1,140.5 |1,156.9 [1,206.5 (1,215.0 (1,179.2 |1,192.9 (1,208.7 (1,220.4 |1,240.5
11 Da]gosita B R R ARAAELALE 838.2 | 939.4 ) 899.8 ) 915.5 | 952.9 | 965.7 | 932.3( 937.7 ] 949.9 | 952.3 | 959.4
emand:
12 Interbank...... 45.4 51.7 7.6 39.0 51.2 49.3 40.5 40.4 41.9 43.3 42.9
13 U.S. Government 3.0 7. 4.9 6.2 3.3 8.0 4.3 2.8 11.0 7.6 2.1
14 T.Other .......... 288.4 | 3239 | 281.2| 293.8 | 312.9( 317.5| 296.3 | 298.6 | 297.1 | 299.2 | 305.0
ime:
15 Interbank 9.2 9.8 9.0 9.0 9.4 10.2 10.3 10.7 11.6 11.1 11.8
16 Other. . 492.2 | 546.6 | 567.1 567.5 | 576.1 580.8 | 580.9 585.2 | 588.3 | 591.2 | 597.6
17 Borrowings. . 80.2 96.2 105.6 | 104.9 112.2 106.8 103.2 109.1 112.8 118.3 125.3
18 Total capital ncc:ounts2 . 78.1 85.8 83.4 83.7 84.6 89.9 85.8 86.2 87.1 87.1 87.8
19 Memo: Number of banks,,.........| 14,671 | 14,707 | 14,689 | 14,697 | 14,702 | 14,698 | 14,713 | 14,721 | 14,715 | 14,713 | 14,713
Member
20 Loans and investments . 620.5 | 675.5 | 668.6 | 676.8 | 693.8 | 699.7 | 695.8  698.9 | 706.9 | 713.4 | 724.2
21 Loans, gross...... . 442.9 | 494, 490.5 | 495.3 | 514.3 | 519.6 | 517.6 | 520.3 | 527.0; 533.9 | 544.5
Investments:
22 U.S. Treasury securities 74.6 70.4 68,2 68.8 66.9 67.4 65.7 65.3 65.4 64.1 63.5
23 Other.......co0vuns 103.1 110.1 109.9 112.7 112.7 112.7 112.5 113.3 114.5 115.3 116.1
24 Cash assets, total. . . 108.9 [ 134.4 | 104,8 | 106.5 | 130.7 | 133.8 ( 104.2 | 111.2 | 115.4 | 118.6 | 121.3
25 Currency and coin 9.1 10.4 10.6 10.5 10.6 8.7 10.8 11.1 11.1 1.1 12.3
26 Reserves with F.R. Banks 26.0 29.3 30.2 27.6 30.3 29.6 23.6 29.7 32.6 34.6 32.6
27 Balances with banks...... 27.4 30.8 22.9 22.7 28.1 29.1 24.3 22.9 24.0 23.2 25.1
28 Cash items in process ofco]le 46.5 63.9 41.2 45.7 61.7 66.5 45.4 47.6 47.7 49.7 51.4
29 Total nssets/total liabilities
capitall., . 772.9 | 861.8 | 833.2 | 843.3 | 884.7 | 888.7 | 857.3 | 868.5 | §82.2 | 891.2 | 908.4
30 Delgosits d ............... 618.7 683.5 645.1 655.1 686.7 694.3 666.1 670.6 679.6 682.5 688.7
emand:
31 Interbank....... 42.4 48.0 34.7 36.0 47.5 45.5 37.3 37.2 38.6 39.9 39.5
32 U.S. Government 2.1 5.4 3.7 4.5 2.2 5.6 3.1 1.9 8.1 5.7 1.5
33 _Other ......... 215.5 239.4 205.1 213.4 229.1 231.6 214.6 217.0 215.6 217.0 221.4
ime:
34 Interbank 7.2 7.8 7.0 6.9 7.3 8.1 8.2 8.6 9.4 9.0 9.7
35 Other. .. 351.5 | 382.9 | 394.7 | 394.3 | 400.5 | 403.4 | 402.9 | 405.9 | 407.8 [ 411.0 | 416.7
36 Borrowings......... 71.7 84.9 91.8 91.1 96.9 92.1 88.0 93.9 97.2 101.4 108.0
37 Total capital accounts2. 58.6 63.7 62.4 62.7 63.3 66.1 64.2 64.5 65.1 65.2 65.7
38 Memo: Number of banks.......... 5,759 5,669 5,654 5,645 5,638 5,622 5,613 5,610 5,593 5,585 5,585

1 Includes items not shown separately.

Effective Mar. 31, 1976, some of the item “reserve for loan losses”
and all 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 contlnue to include the deferred income tax portion of

“reserve for loan losses.”

2 Effective Mar. 31, 1976, includes “‘reserves for securities” and the
contingency portion (which is small) of *“reserve for loan losses,”

3 Figures partly estimated except on call dates.

Notr.—Figures include all bank-premises subsidiaries and other sig-
nificant majority-owned domestic subsidiaries.

Commerrlal anks: All such banks in the United States, including

b ber banks, stock savings banks. nondeposit trust
compames, and U.S. branches of foreign banks.

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: 1976—December, 11; 1978—January, 12.




1.25 COMMERCIAL BANK ASSETS AND LIABILITIES Call-Date Series

Commercial Banks

Al17

Millions of dollars, except for number of banks
1976 1977 1978 1976 1977 1978
Account _ . .. PR S .
Dec. 31 June 30 Decc. 31 June 30 Dec. 31 June 30 Dec. 31 June 30
Total insured National (all insured)
1 Loans and investments, BroSS....e«.cooeeeeers. 827,696| 854,733 914,779 956,431 476,610 488,240 523,000 542,218
Loans: !
2 [ €] T 578,734 601,122 r657,509| 695,443 340,691 351,311 384,722 403,812
3 T r560,077; 581,143| 636,318 672,207 329,971 339,955 372,702 390,630
Investments:

4 U.S. Treasury securities. . ..ooveereeneenn. 101,461 100, 568 99,333 97,001 55,727 53,345 52,244 50,519

5 Other........ 147,500 r153,042: r157,936 163,986 80,191 83,583 86,033 87,886

6 Cash assetS..vvvvoiviininnnerarnonnoaosoons 129,562 130,726 159,264 157,393 76,072 74,641 92,050; 90,728

7 ‘Total assets/total liabilities!,.................. r1,003,970| 1,040,945|r1,129,712| 1,172,772 583,304 599,743 651,360 671,166

8 Dcposits.&. i cens 825,003 847,372 r922,657: 945,874| 469,377 476,381 520,167 526,932

Demand: !

9 U.S. Government.......cooovviianocnnn, 3,022 2,817 7,310 7,956 1,676 1,632 4,172 4.483
10 Interbank, oo veiiiiiiiiinrerironrvons 44,064 44,965 r49,843 47,203 23,149 22,876 25,646. 22,416
11 Other,vooveass Ceereen P 285,200 284,544 319,873 312,707 163,346 161,358!  181,821. 176,025

Time: ! i
12 Interbank.............oc0ss e iieeeen. 8,248 7,721 8,731 8,987 4,907 4,599 5,730! 5,791
13 [T T S 484,467 507,324 536,899 569,020/ 276,296| 285,915 302,795: 318,215
J4 BOrrowings. .. evevereiiiteeiiiiieirnnnnnnns 75.291 81,137 89,339 98,351 54,421 57,283: 63,218] 68,948
15 Total capital accounts. ..........c.ocvvvvneann. 72,061 r75,502 779,082 83,074 41,319 43,142! 44,994 47,019
16 Memo: Numberofbanks..............v0vnt 14,397 14,425 14,397 14,381 4,735 4,701] 4,654 4,616
]
State member (all insured) Insured nonmember
! _ — . i -
17 Loans and investments, 8ross...........co.cu.. 144,000 144,597 r152,514| 157,464| 207,085 221,806' 239,265 256,749
Loans: !
18 GrOSS. s st cr e rreeneoanonanansssntsonnss 102,277 102,117;  r110,243 115,736 135,766 147,694 162,543 175,894
19 Netoereroranrennn P 99,474 99,173!  r107,205 112,470 130,630 142,015 156,411 169, 106
Investments: ) ;
20 U.S. Treasury SeCUrities. .....o.oviveseaans 18,849 19,296 18,179 16,886 26,884 27,926 28,909 29,595
21 10 70 1T 22,874 23,183 24,091 24,841 44,434 46,275: 47,812 51,259
22 Cash AsSelS..cvevivn it ivineiinnnnnanenaenns 32,859 35,918 42,305 43,057 20,631 20,166! 24,908 23,606
!
23 Total assets/total liabilities!, ,............c0n r189,579 195,452| r210,442| 217,384 231,086| r245,748° 267,910 284,221
l
24 Deposits.(.l ................................. 149,491 152,472 163,436 167,403 206,134 218,519; 239,053 251,539
Demand:
25 US. Government, ... ..cveecsenrenronens 429 371 1,241 1,158 917 813 1,896 2,315
26 Interbank. o ov vttt i 19,295 20,568 22,346 23,117 1,619 1,520 1,849 1,669
27 [0 11 1 L 52,204 52,570 57,605 55,550 69,648 70,615 80,445 81,131
Time:
28 Interbank....ooviviiiiiiiinneionnnanes 2,384 2,134 2,026 2,275 956 988 973 920
29 1073 1 75,178 76,827 80,216 85,301 132,993 144,581 153,887 165,502
30 BOTFOWINES. cvvivtvnniviiteeinecasnneronnns 17,310 19,697 r21,736) 23,167 3,559 4,155 4,384 6,235
31 Total capital accounts, .. 13,199 13,441 r14,182 14,670 17,542 18,919 19,905 21,384
32 Memo: Numberofbanks.......ooovvveeinnns 1,023 1,01‘): 1,014 1,005 8,639 8,705 8,729 8,760
Noninsured nonmember Total nonmember
33 Loans and investments, gross..............s1.. 18,819 22,940 24,415 28,699 225,904 244,837 263,681 285,448
Loans:
34 GIOSS. et r v et iiacseiaervrnsasnansn 16,336 20,865 22,686 26,747 152,103 168,559 185,230 202,641
35 LT 16,209 20,679 22,484 26,548 146,840 162,694 178,896 195,655
Investments:
36 U.S. Treasury securities......coooveirene. 1,054 993 879 869 27,938 28,919 29,788 30,465
37 1103 1T . 1,428 1,081 849! 1,082 45,863 47,357 48,662 52,341
38 Cash asselS..vvevivuiiiiiureennreeaanesianns 6,496 8,330 9,458 9,360 27,127 28,497 34,367 32,967
39 Total assets/total liabilities?................... 26,790 33,390 36,433 42,279 257,877 279,139 304,343 326,501
40 Demmits.(.i ................................. 13,325, 14,658, 16,844 19,924 219,460 233,177| 255,898/ 271,463
Demand:
41 U.S. Government ,.......ovveruanonnns .. 4 8 10 8 921 822 1,907: 2,323
42 Interbank...... i eedsaeeae e, 1,277 1,504 1,868 2,067 2,896 3,025 3,718 3,736
43 [0 1 T . 3,236 3,588 4,073 4,814 72,884 74,203 84,518 85,946
Time:
44 Interbank.ovv v e 1,041 1,164 1,089 1,203 1,997 2,152 2,063 2,123
45 Other, oot ianinnas 7,766 8,392 9,802 11,831 140,760 152,974 163,690 177,334
46 BOITOWINES. .o ovretiariieiniennnsrnraoeones 4,842 7,056 6,908 8,413 8,401 11,212 11,293 14,649
47 Total capital accounts. ..........cooivevinans 818 893 917 962 18,360 19,812 20,823 22,346
48 MEMO: Number of banks,.....cvvvreennnaies 275 293 310 317 8,914 8,998 9,039 9,077

1 Includes items not shown separately.

For Note see Table 1.24.
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1.26 COMMERCIAL BANK ASSETS AND LIABILITIES

Millions of dollars, except for number of banks.

Domestic Financial Statistics 0 December 1978

Detailed Balance Sheet, June 30, 1978

Member banks!
All Insured Non-
Asset account commercial|commercial Large banks member
banks banks banks!
Total All other
New York | City of Other
City Chicago large2
1 Cash bank balances, items in process ........... 166,754 157,393 133,786 40,354 5,594 48,783 39,054 32,967
2 Currency and coin,...... p ....... 11,950 11,883 ,691 795 190 ,87 4,828 3,259
3 Reserves with Federal Reserve Banks......... 29,574 29,566 29,566 4,104 1,537 12,499 11,426
4 Demand balances with banks in United States.| 43,092 38,158 23,166 10,382 248 3,539 8,996 19,926
5 Other balances with banks in United States, . .. 6,779 5,007 2,775 520 S 782 1,468 4,004
6  Balances with banks in foreign countries...... 6,093 3,588 3,110 439 384 1,484 803 2,982
7 Cash items in process of collection. . . 69,266 69,192 66,478 24,113 3,231 27,602 11,533 2,788
8 Total sccurities held—Book value. . ... 261,272 | 259,360 | 178,753 20,609 7,979 57,297 92,868 82,519
9 S, Treasury..o.ooovn.on. . y 97,002 67,406 9.623 2,955 22,215 32,613 30,466
10  Other U.S. Govertment 4gcnc 39,847 39.486 25,193 1,800 1,353 7,362 14,678 14,654
1l States and political subdivisions 117,257 117,018 82,541 8,881 3,480 26,626 43,554 34,716
12 All other sccurities. 6,204 5,767 3,549 305 191 1,071 1,981 ,655
13 Unclassified total.. .. 92 88 [ 2 Serareaas 23 41 27
14 Trading-account securitles 7,160 7,156 7,010 3,026 978 2,756 251 150
15 U.S, Treasury.......coveuuns 4,062 4,062 4,044 1,907 713 1,352 72 17
16 Other U.S. Government agen 986 : 986 976 428 80 423 45 11
17 States and political subdivisions 1,676 1,676 1,657 610 133 824 90 19
18 All other trading acct. securities 345 345 270 82 52 133 3 75
19 Unclassified . . ....... 92 88 L R 23 41 27
20 Bank investment portfolios . 254,112 252,204 171,743 17,583 7,002 54,541 92,617 82,369
21 U.S. Treasury............. 93,810 92,940 63,362 1,716 2,242 20,863 32,541 30,448
22 Other U.S, Government agen 38,861 38,499 24,217 1,373 1,273 6,939 14,633 14,644
23 States and political subdivisions 115,582 115,343 80,884 8,271 3,347 25,802 43,464 34,697
24 All other portfolio securities. .. 5,859 , 42! 3,279 223 139 938 1,979 2,580
25 Federal Reserve stock and corporate stock....,.. 1,669 1,628 1,380 309 105 491 475 288
26 Federal funds sold and securities resale agreement. . 48,576 43,768 34,495 4,309 1,616 17,935 10,636 14,081
27 Commercial banks. .. .....c.ecreerserinaers 41,068 | 36,621 | 27,517 2,321 1,300 | 13,996 , 13,552
28  Brokers and dealers., . . . 4,962 ,958 4,847 1,514 235 2,528 569 115
29 Othess...... P N . 2,546 2,193 2,131 474 80 1,411 167 415
30 Other loans, Bross. ............ovvevineniiaaas 673,615 | 651,675 | 485,054 76,423 25,479 | 184,099 | 199,053 | 188,560
31  Lsss: Unearned income on loans, 16,142 16,086 10,768 620 104 3,521 6,524 5,374
32 Reserves for loan loss. .. .. 7,293 7,150 5,680 1,297 328 2,155 1,902 1,613
33 Other loans, net....... RPN [ERERETRR 650,180 | 628,439 | 468,606 74,506 25 049 178,424 | 190,628 181,574
Other loans, gross, by category
34 Realestatelogns.............ccoviiiiieen.. 192,877 | 192,609 | 131,891 9,629 2,678 49,324 70,260 60,986
35 Construction and land development.... 23,658 23,639 17,684 2,391 630 8,586 6,076 5,974
36 Secured by farmland........ ceseranne 8,208 8,189 3,565 23 8 405 3,129 4.643
37 Sccured by residential properties....... 110,293 110,113 76,832 4,891 1,426 28,984 41,531 33,460
38 1- to 4-family residences.......... 104,952 | 104,793 72,964 4,209 1,331 27,608 39,816 31,988
39 FHA-insured or VA-guaranteed, 7,496 ,423 6,430 519 42 3,395 ,474 1,065
40 Conventional........ 97,457 97,370 66,534 3,690 1,289 24,213 37,342 30,923
41 Multifamily residence. 5,341 ,320 3,869 683 95 1,376 1,714 1,472
42 FHA-insured . 399 395 327 120 25 87 96 72
43 Conventional. 4,941 4,926 3,541 563 70 1,289 1,619 1,400
44 Secured by other prope 50,719 50,667 33,810 2,324 614 11,349 19,523 16,909
45  Loans to financial institutlons. . . 44,426 35,472 33,355 11,483 4,015 14,985 2,873 11,071
46 REIT’s and mortgage compa 8,348 8,341 7,949 2,114 812 4,369 654 399
47 Domestic commercial banks, . 5,263 3,116 2,398 702 123 1,307 265 2,865
48 Banks in foreign countries. . . 12,864 6,610 6,447 2,931 272 2,648 596 6,417
49 Other depository institutions. 1,480 1,458 1,312 240 53 715 245 168
50 Other financial institutions. . 16.471 15,948 15,249 5,496 2,755 5,886 1,113 1,222
51  Loans to security brokers and d 11,716 11,340 11,043 6,567 1,457 2,706 313 673
52 Other loans to purchase or carry secu 4,425 4,337 3,604 403 294 1,896 1,011 821
53 Loans to farmers—except real estate, 27,018 26,993 14,813 161 178 3,630 10,844 12,205
54 Commercial and industrial loans. . .. 221,591 210,907 170,678 38,588 13,149 67,555 51,387 50, 913
55 Loans to individuals................. 153,582 ¢ 153,458 105,611 6,686 2,334 37,998 58,592 47,971
56 Instalment loans. .................. 124,139 | 124,066 51 5,041 1,505 31,323 47,646 38,624
57 Passenger automobiles. ,........... 55,757 55,740 35,523 994 179 10,746 23,605 20,233
58 Residential repair and modernization 7,956 7,955 5,203 305 77 1,912 2,909 s
59 Credit cards and related plans. . .. 20,136 20,125 17,766 2,214 1,068 9,069 5,414 2,370
60 Charge-account credit cards. . .. 16,185 16,184 14,516 1,424 1,027 7,617 4,449 1,668
61 Check and revolving credit plans 3,951 3,941 3,249 791 41 1,453 965 702
62 Other retail consumer goods. ... .. 18,752 18,747 12,722 395 54 4,843 7,430 6,030
63 Mobile homes. . ..... 9,387 9,387 6,553 171 19 2,471 3,892 2,834
64 Other,......... 9,365 9,360 .169 225 35 2,372 3,537 3,196
65 _Other instalment lo 21,539 21,498 14,301 1,132 128 4,752 8,288 7,238
66 Single-payment loans to i 29,443 29,392 20,096 1,646 829 6,675 10,946 9,347
67 Allotherloans.................. . 17,979 16,559 14,059 2,906 1,373 6,005 3,774 3,920
68 Total loans and securitics, net. ,......... 961,697 | 933,196 | 683,234 99,732 34,749 | 254,146 | 294,607 | 278,463
69 Djreﬂ lease financing........ P 6,303 6,302 5,918 1,106 98 3,669 1,045 384
70 Fixed assets—Buildings, furniture, real estat 22,318 22,191 16,454 2,390 793 6,215 7,056 5,863
71 Investment in unconsolidated subsidiaries 3,146 3,109 3,069 1,546 182 1,240 101 77
72 Customer acceptances outstanding 16,489 15,293 14,788 7,399 1,089 5,908 392 1,701
73 Other assets...... .. 38,347 35,288 31,300 12,779 1, 241 12,456 4,824 7,046
74 Total ABSet8. ..o ovvvrieineerinseiiarriennnans 1,215,052 (1,172,773 | 888,551 | 165,307 43,748 | 332,417 | 347,080 | 326,501

For notes see opposite page,
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1.26 Continued
Member banks!
All Insured Non-
Liability or capital account commercial|commercial Large banks member
banks banks banks!
Total All other
New York | City of Other
City Chicago large2
75 Demand deposits., ... ..oooeiininn e 374,758 | 367,867 | 282,751 65,198 10,932 | 100,994 | 105,627 92,006
76  Mutual savings banks. ... covii i ,626 1,425 ,217 588 1 291 37 409
77  Other mdmduals, panncrshlps and corpora-
tions.... 279,829 | 278,459 | 206,399 33,292 7,802 78,702 86,603 73,430
78 U.S. Govt.. 7,964 .95 5.641 584 187 2,043 2,828 2,323
79  States and pol 18,210 18,138 12,421 830 184 3,564 7,842 5,789
80 Foreign governments, central banks, etce. .. .. . 1,840 1,351 1,317 1,084 25 170 37 524
81 Commercial banks in United States........ Ve 38,924 37,963 36.639 18,730 2,147 11,503 4,260 2,285
82 Banks in foreign countries. .............. . . 8,721 7,815 7,679 6,007 225 1,249 198 1,042
83  Certified and officers’ checks, etc....o...vvu. 17,643 14,760 11,440 4,083 361 3,473 3,522 6,204
84 Time deposits. . . ...coovvrvininnineiaeeanenn 365,015 | 353,57L | 257,007 37,850 15,695 93,735 109,727 108,008
85  Accumulated for personal loan payments. . 90 90 L7 P P 1 71 18
86 Mutual savings banks. .. ... coievereeniann. 292 275 263 115 37 90 20 29
87  Other individuals, partnerships, and corpora-
HONS. e v v v vt i e .| 287,380 280,154 202,808 29,149 12,118 72,205 89,336 84,572
88  U.S, Government....... 989 989 793 82 39 421 251 195
89  States and political subdivisions............. 56,273 55,928 38,077 1,672 1,261 16,031 19,113 18,195
90  Foreign governments, central banks, etc. . ... . 10,171 7,429 7,193 4,184 1,201 1,684 123 2,979
91  Commercial banks in United States........ . 7,968 7,352 6,645 1,917 911 3,113 705 1,323
92  Banks in foreign countrics. . ...ovaveeeeee o 1,853 1,354 1,156 730 128 190 108 697
93 Savings deposits. .. ......o it i, 226,026 224,436 154,577 10,945 2,758 55,474 85,401 71,449
94  Individuals and nonprofit organizations. ... 210,453 209,067 144,198 10,150 2,612 51,865 79,572 66,255
95  Corporations and other profit organmmons 10,807 10,787 7,431 504 137 3,091 3,699 3,376
96 U.S. Government. 62 62 53 | I I 16 36 9
97  States and political 4,501 4,486 2,863 273 9 494 2,087 1,638
98 Allother........ciiiiiiiiiiii i iinnnns 204 35 31 16 . 9 7 172
99 Total deposits. ... ... .ot iinieeeaianas 965,799 945,875 694,335 113,992 29,385 250,204 300,755 271,464
100 Federal funds purchasced and securities sold under
agreements to repurchase. . ............... 93,179 88,903 83,003 20,103 8,989 40,575 13,336 10,176
101  Commercial banks..........ovveiiiviniana, 46,947 43,727 41,154 7,773 5,904 21,697 5,780 5,793
102 Brokersand dealers. ............ovvinnen 13,356 13,289 12,325 3,199 1,897 5,686 1,543 1,030
103 Others. .. ovvoiiiiin ittt isiie ey 32,876 31,887 29.524 9,132 1,188 13,192 6,013 3,352
104 Other liabilities for borrowed money3.......... 13,586 9,448 9,112 3,398 179 4,243 1,292 4,473
105 Mortgage indebtedness3, ........oovviuiunn.e. 1,738 1,733 1,425 233 28 698 465 313
106 Bank acceptances outstanding................. 17,125 15,925 15,419 8,014 1,095 5,916 394 1,705
107 Other liabilities. .. ........ oot 33,773 22,062 19,126 5,911 1,106 8,051 4,057 14,647
108 Total liabilities. . . ..........oov v, 1,125,200 (1,083,946 | 822,421 151,651 40,782 | 309,688 | 320,299 | 302,779
109 Subordinated notes and debentures............ 5,816 5,753 4,440 1,004 80 2,061 1,296 1,376
110 Equity capital.........ooiiiiiiiiiiiniiinnnn, 84,037 83,074 61,690 12,652 2,885 20,668 25,485 22,347
111 Preferred stock,.........oovvuin. e 88 88 33 [ 2 31 55
112 Common stock 17,790 17,691 12,743 2,645 570 3,997 5,531 5,047
113 Surplus........ 32,386 31,874 22,906 4,451 1,404 8,063 8,898 9,480
114 Undivided profits. . 31,949 31,684 24,803 5,334 859 8,238 10,372 7,146
115  Other capital reserve: 1,824 1.744 1,205 132 52 368 652 619
116 Total liabilities and equity capital. ............. 1,215,052 1,172,773 | 888,551 165,307 * 43,748 | 332,417 | 347,080 | 326,501
I
MEMO ITEMS:
117 Demand deposits adjustedd. ..., 258,603 252,756 173,993 21,771 5,368 59,847 87,007 84,610
Average for last 15 or 30 days:
118 Cashand duefrombank.........covnuvennn 151,066 142,173 121,518 35,452 5,619 44,611 35,836 29,548
119 Federal funds sold and securities pun.hased
under agreements toresell.............. 53,196 47,463 36,121 5,530 1,901 16,558 12,132 17,075
120 TotalloAnS. ...\ . cviviveiieanononnonrsnns 647,386 628,167 468,342 74,085 24,972 178,557 190,728 179,043
121 Time deposits of $100,000 or more.......... 181,510 174,479 143,050 31,979 12,833 61,496 36,742 38,459
122 Total deposits..ovv v i iina i ieiinnins 941,481 923,749 675,725 106,594 28,441 243,663 297,026 265,756
123  Federal funds purchased and securities sold
under agreements to repurchase......... 95,273 90.853 85,358 21,859 9,825 40,469 | 13,205 9,915
124  Other liabilities for borrowed money......... 13,002 8,533 8,027 3.433 171 3,43 I 986 4,975
125 Standby letters of credit outstanding........ e 18,948 17,750 16,686 9,406 1,269 4,796 : 1,215 2,262
126 Time deposits of §100,000 or more............ 183,339 177,602 145,695 32,476 13,253 62,711 i 37,245 37,653
127 Certificates of deposit............coivun.. 155,925 151,931 123,685 28,200 11,450 52,439 1,595 32,240
128 Other time depositS.. .« v vveriininieeeeeies 27,414 25,671 22,001 4,277 1,803 10,271 | 5,650 5,413
129 Number of banks.......... F N 14,698 14,381 5,621 12 9 153 | 5,447 9,077

1 Member banks exclude and nonmember banks include 13 noninsured

trust companies that are members of the Federal Reserve System,
2 Demand deposits adjusted are demand deposits other than domestic
commercial interbank and U.S. Government, less cash items reported

as in process of collection.

previous BULLETINS.

Nore.—Data include consolidated reports, including figures for all
bank-premises subsidiaries and other significant majority-owned do-
mestic subsidiaries. Securities are reported on a gross basis before deduc-
tions of valuation reserves. Back data in lesser detail were shown in
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1,27 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS Assets and Liabilities

Millions of dollars, Wednesday figures

1978
Account A e — . -
QOct. 4 Oct. I1 | Oct. 18 | Oct. 25 ‘ Nov, 17 | Nov. 87 { Nov. 157 | Nov, 22» | Nov, 297
1 Total loans and investments. ..oovvevereviuaen 481,817 | 481,185 | 480,249 | 481,573 | 486,354 | 494,685 | 492,405 l 490,818 | 490,433
Loans: :
2 Federal funds sold\............. RPN 25,582 | 24,891 | 23,974 | 25,119 | 24,647 | 31,524 | 26,884 | 26,524 | 25,939
3 To commercial banks. ........ccov0ivan.s 19,075 20,111 18,100 19,714 18,200 24,306 20,013 19,912 21,031
To brokers and dealers involving—
4 U.S. Treasury securities.. .......... Lol 3,844 2,238 3,214 2,433 2,894 4,219 3,824 3,609 3,159
5 Other secufitieS....ooovveuvvianenanen 582 629 560 512 748 722 778 851 790
6 To others 2,081 1,913 2,100 2,460 2,805 2,277 2,269 2,152 1,959
7 Other, gross 354,804 | 354,917 1 355,595 | 356,015 | 361,524 | 362,924 | 363,934 | 363,449 | 363,216
8 Commercial and industrial .| 137,791 | 138,434 | 138,295 | 138,776 | 139,878 | 140,317 | 140,728 | 140,536 | 140,490
9 Agricultural,....veeenniaianin ] 5,360 5,398 5,421 5,420 5,402 5,370 5,399 5,352 5,340
For purchasing or carrying securi : :
To brokers and dealers:
10 U.S. Treasury securities, ..ovovue.vy .. 1,436 715 1,317 863 1,133 1,641 1,716 1,292 850
11 Other securities. ... vvieneerieennns 9,211 8,718 8,664 8,464 9,233 8,429 8,172 1 7,595 7,448
To others: i
12 U.S. Treasury Securities, ,............ 109 108 109 110 109 11 109 | 1 110
13 Other SCCUTIES, o v v e vvvrcveeraerane 2,577 2,574 2,571 2,575 2,573 2,592 2,598 © 2,582 2,565
To nonbank financial institutions: i
14 Personal and sales finance cos., ctc,.....] 8,209 8,421 8,545 8,254 8,872 8,752 8,780 | 8,447 8,493
15 Other. oovvvevnerereanarnrnns e 15,960 | 16,002 | 15,914 | 15,609 | 15,820 | 15,888 | 15,748 ! 15,601 | 15,596
16 REAl €S1AC. 44 v v ve v erennsneanenrnanns 86,243 | 86,617 | 87,063 | 87,302 | 87,588 | 87,801 | 88,367 - 88,724 | 88,899
To commercial banks: :
17 DOMESHC.  « v v veenerrnrerenasnnennes 2,723 2,047 2,323 2,477 2,674 3,115 2,796 2,908 3,150
18 [ T P 6,019 6,650 6,611 6,797 7,860 8,554 8,352 8,498 8,399
19 Consumer instalment, .ve e v, eerenenes ens 54,207 | 54,341 | 54,526 | 54,696 | 54,991 | 55,092 | 55,549 | 55,781 | 56,079
20 Foreign govts., ollicial institutions, etc.....| _1,768 1,800 1,826 2,016 1,964 2,054 2,117 2,118 2,184
gé L All (ither 10ans........ FrIaTey PSS 22,591 | 22,492 | 22,410 | 22,656 | 23,427 | 23,208 | 23,503 | 23.904 | 23.613
Ess: Loan loss reserve and unearned income
onloans......... veevneeneen.s| 10,746 10,860 | 10,896 ! 10,956 | 10,993 | 11,066 | 11,134 | 11,207 | 11,220
23 Other loans, ROE. .« v veeeneeisernesnesnennn 344,058 | 344,057 | 344,699 | 345,059 | 350,531 | 351,858 | 352,800 | 352.242 | 351,996
Investments:
24 U.S. Treasury securlties...........cooiueuns 43,046 | 42,369 | 41,916 | 41,724 | 41,484 | 41,330 | 42,421 | 41,637 | 41,352
25 T 4,331 3,543 3,641 3,446 3,328 3,252 3,072 3,215 3,136
Notes and hunds by maturity:
26 Within I year. ... ooviuivennaiian., 6,936 7,047 7,129 7,212 7,175 7,345 7,314 7,472 7,640
27 TtoSyears..ooveeevann.. ... 26,020 25,881 25,408 25,35t 25,502 25,272 25,859 24,979 24,685
28 After § years., .. e 5,759 5,898 5,738 5,715 5,479 5,461 6,176 5,971 5,891
29 Other SecUTIHIES, o ..o vvv v viieeriesraiennas 69,131 ) 69,868 | 69,660 ) 69,671 | 69,692 | 69,973 70,300 | 70,415 70,146
Obligations of States and political
subdivisions:
30 Tax warrants, short-term notes, and
o311 6,625 6,729 6,704 6,562 6,523 6,480 6,599 6,411 6,279
31 Al OtREr. s v e vt e e enonnnnnaeses vee..| 45,673 45,880 45,754 45,797 45,686 40,030 46,245 46,350 46,337
Other bonds, corporate stocks, and
securities:
32 Certificates of puarticipation2........... 2,920 2,938 2,940 3,012 2,897 2,882 2,925 2,876 2,942
3 All other, including corporate stocks....| 13,913 14,321 14,262 14,300 14,586 14,581 14,531 14,778 14,588
34 Cash items in process of collection, ........... 48,432 | 47,996 | 45,848 | 45,104 | 50,659 | 49,019 | 51,483 | 49,433 | 46,892
35 Reserves with Federal Reserve Banks.......... 23,644 25,097 19,998 26,853 22,670 20,505 21,370 23,604 24,754
36 Currency and coin........vvve... 6,043 6,740 6,807 6,956 6,552 6,483 6,814 6,549 7,123
37 Balances with domestic banks 15,349 15,406 15,493 14,035 16,081 18,047 15,588 16,063 15,519
38 Investments in subsidiaries not cnnsol 3,278 3,346 3,445 3,509 3,490 3,482 3,453 3,515 3,499
39 Other assets, 64,400 65,178 65,436 64,670 66,225 68,840 69,566 69 ,610 68,493
40 Total assets/total labilities. . ................ . 642,963 | 644,948 | 637,276 | 642,700 | 652,031 | 661,061 | 660,679 | 659,592 | 657,313
Deposits: )
41 Demand depositS. . ......coveieiiireinearnns 198,648 | 199,048 | 195,278 | 192,444 | 201,238 | 204,664 | 203,106 | 193,776 | 191,843
42 Individuals, partnerships, and corporations.| 139,241 | 144,463 | 140,863 | 135,804 | 142,471 | 141,833 | 146,071 | 140,360 | 138,758
43 States and political subdivisions. . .. ....... 5,695 5,558 5,745 5,597 6,709 5,559 6,674 5,879 5,666
44 U.S. Government..........ouveevnieann. 3,760 1,309 2,327 4,857 1,303 1,037 1,559 978 970
Domestic interbank :
45 Commercial. ... veereneiiienerarnen.s 31,243 | 31,242 | 29,982 | 30,108 | 31,091 | 38,541 . 31,054 | 30,196 | 29,769
46 F Mutual savings..........o oo 1,071 973 872 824 955 953 873 773 71t
oreign:
47 Governments, official institutions, etc.... 1,723 1,143 1,255 1,342 1,606 1,314 1,402 1,297 1,354
48 Commerial banks,.....coivevviinnnnn. 6,565 7,131 6,829 6,323 6,838 7,421 6,934 6,740 0,463
49 Certificd and officers’ checks............. 9,350 7,229 7,405 7,589 10,265 §,006 8,539 7,553 8,152
50  Time and savings deposits3 ., .......ocoo0u.s 272,501 | 271,331 | 272,376 | 274,903 | 276 532 | 277,972 | 279,234 | 281,054 | 280,968
51 SAVINES A ettt e eer i ean e rinaanans 92,001 | 91,838 | 91,668 | 91,415 | 90,808 | 90,942 | 90,495 | 90,276 | 90,079
52 Time: 180,410 | 179,493 | 180,708 | 183,488 | 185,724 | 187,030 | 188,739 | 190,778 | 190,889
53 Individuals, partnerships, and corps. . ... 139,479 | 138,909 | 139,857 | 141,814 | 143,870 | 144,793 | 146,354 | 147,863 ; 148,280
54 States and polmual subdivisions......... ' 26,158 26,161 26,444 26,728 26,516 26,794 26,626 27,048 26,782
55 Domestic interbank, ........... . 6,736 6,354 6,340 6,704 7,134 7,191 7,437 7,525 7,646
56 Foreign govts., official institutions, 6,366 6,404 6,408 6,586 6,503 6,589 6,623 6,646 6,484
57 Federal funds purchased, etc.5............... 82,175 86,103 79,643 84,438 81,815 83,824 81,344 84,770 84,881
Borrowings from:
58 Federal Reserve Banks, ... ... vvn 1,090 282 1,193 1,062 1,123 470 945 594 795
59 Others...........coeeuee | 6,737 6,859 7,248 7,476 8,136 | 10,059 | 10,736 | 14,194 | 12,726
60 Other liabilities, ctc.6. . 34,698 34,133 34 436 35,086 35,666 36,478 37,801 37,663 38,466
61 Total equity Capltdl and subordmated
notes/debentures?. . ovviveivasiinnaiiaa| 47,114 47,192 47,102 47,291 47,521 47,594 47,513 47,541 47,634
1 Includes securities purchased under agreements to reseil. 5 Includes securities sold under agreements to repurchase,
2 Federal agencics only. ¢ Includes minority interest in consolidated subsidiarics and deferred
3 Includes time deposits of U.S. Govt. and of foreign banks, which are tax portion of reserves for loans.
not shown separately, 7 Includes reserves for securities and contingency portion of reserve

4 For amounts of these deposits by ownership categories, see Table 1.30, for loans.



Weekly Reporting Banks A2l

1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figures

1978
Account P PP - o
Oct. 4 Oct. 11 Oct. 18 Oct, 25 | Nov, 1?7 | Nov. 87 | Nov. 152 | Nov. 227 | Nov. 29»
1 Total loans and investments.............ocoven 98,005 96,646 96,714 97,288 99,672 | 101,323 | 100,781 | 100,092 99,600
Loans:
2 Federalfundssoldl..............coounnnnn 4,439 3,886 4,024 4,839 4,843 6,131 5,101 5,946 | 6,351
3 To commercial banks. ............ PP 2,364 2,404 2,354 2,725 2,265 3,949 2,736 3,835 4,511
To brokers and dealers involving—
4 U.S, Trcasury securities. ... ... PRI 1,542 965 1,078 1,089 1,374 1,479 1,788 1,647 1,464
5 Other securities. . . 4 4 4 4 6 10 14 9 2
6 To others,...... 529 513 588 1,021 1,198 693 563 455 374
T Othergross.......cooveures 75,380 74,606 74,859 74,927 77,294 77,765 77,557 76,466 75,966
8 Commercial and industrial, 37,282 37,503 37,333 37,856 38,234 38,390 38,547 38,269 38,114
9 Agricultural 155 157 164 170 181 185 189 189 189
For purchasing or carrying sccurities:
To brokers and dealers:
10 U.S. Treasury securities. o vovvvveess. 1,297 590 1,203 766 1,025 1,407 1,543 1,180 759
11 Other SeCUritics. v o vvvievenenraesen 4,846 4,516 4,575 4,446 | 4,683 4,025 4,133 3,756 3,739
To others:
12 U.S. Treasury secCuriticsS .« v oo v.vvevs 26 27 28 28 27 27 27 27 27
13 Other SECUrities. oo v vevervnneaeenns 358 356 354 361 354 340 340 338 333
To nonbank financial institutions:
14 Personal and sales finance cos., etc.,....| 2,857 2,993 3,103 2,919 3,301 '+ 3,170 3,123 2,868 2,966
15 L0 4,804 4,861 4,810 4,714 4,778 4,757 4,530 4,441 4,506
16 Real e8tate.ee.vuneenneinernirnn e 9,708 9,767 9,808 9,851 9,856 9,875 9,921 9,982 9,964
To commercial banks:
17 DOmMEStiC, s vvverrennnrirrrrerarsnorens 1,024 882 691 720 851 1,212 941 877 1,077
18 Foreign...........ooaauun .. 3,168 3,149 3,110 3,148 3,803 4,226 3,829 3,931 3,783
19 Consumer instalment. . PN 4,954 4,989 5,005 5,026 5,042 5,059 5,250 5,285 5,293
20 Foreign govts. official i . 441 430 429 592 529 527 550 582 644
21 Allotherloans............ovvuunes . 4,400 4,380 4,249 4,330 4,630 4,565 4,634 4,741 4,572
22 Lrss: Loan loss reserve and ur
. 1,843 1,858 1,864 1,880 1,910 1,911 1,932 1,943 1,953
23 Otherloans, net........cooiviiiiiiiennnas 73,537 72,748 72,995 73,047 75,384 75,854 75,625 74,523 74,013
Investments:
24 U.S, Treasury securities....... PO 9,146 8,738 8,584 8,315 8,276 8,261 8,934 8,436 8,283
25 Bills. oo iiiiiiiiieariarenerreareans ‘ 1,429 982 1,141 848 781 751 777 875
Notes and bonds, by maturity:
26 Within I year..........o0v0. eeraanae 534 507 627 636 741 835 844 849 933
27 TtO S years...vvvvinveeiv i 5,937 5,915 5,597 5,695 5,749 5,721 5,819 5,315 5,176
28 After 5 years. . 1,246 1,334 1,219 1,136 1,005 954 1,494 1,397 1,377
29 Other Securifies.  cvovuiiesiiessiiaenisenns 10,883 | 11,274 | 1,111 | 11,087 | 11,169 | 11,077 | 11,021 | 11,187 | 10,953
Obligations of States and political '
subdivisions:
30 Tax warrants, short-term notes, and bills. 1,807 1,992 1,963 1,845 1,829 1,677 1,783 1,722 1,630
3( AllOther. . oovevvinenreraninssessones 6,887 7,000 6,866 6,933 6,937 6,994 6,992 7,004 6,998
Other bonds, corporate stocks, and
securities:
32 Certificates of participation2,,,........ 527 529 527 521 520 521 521 520 518
33 All other, including corporate stocks. ... 1,662 1,753 1,755 1,788 1,883 1,885 1,825 1,941 1,807
34 Cash items in process of collection. ... ........ 15,158 14,254 14,568 15,781 16,825 17,060 16,251 15,545 15,911
35 Reserves with Federal Reserve Ban . 6,921 8,156 3,715 6,586 4,()98 s 5,890 5,052 5,533
36 Currency and coin. I 1,010 1,014 1,050 1,014 1,029 1,068 981 1,137
37 Balances with domes .. 8,220 7,371 8,353 7,677 8,990 10,621 8,051 8,753 8,105
38 Investments in subsidiaries not co . 1,740 1,760 1,771 1,783 1,819 1,843 1,852 1,853 1,852
39 Other asSetS. ... ivrueiierrvsencruisearsas 25,015 25 962 26 4l2 25, 1486 25,933 27,322 27,414 28,768 27,524
40 Total assets/total liabilities. ................. .| 155,980 | 155,159 | 152,547 | 155,651 | 158,951 | 167,572 | 161,307 | 161,044 | 159,662
Deposits: ! )
41 Demand deposits. ...o.oviiiiiiiiiiiiiaians 55,113 | 53,862 | 54,377 | 54,205 . 56,927 | 63,258 | 35,780 | 54,016 | 53,398
42 Individuals, partnerships, and wrporduons 27,652 28,713 28,439 27,172+ 28,727 29,381 29,758 28,570 27,828
43 States and polmcal subdivisions. ., ........ 501 524 484 536 | 747 438 628 474 424
44 U.S. Government. ... cooveeenrenanrasas 1,127 128 368 699 82 114 158 15 77
Domestic interbank: I
45 Commercial. ... ... e o] 14,197 | 14,716 1 15,145 | 16,157 | 15,110 | 22,733 | 14,634 | 15,319 | 15,209
46 N Mutual savings.......... e 599 524 458 444 469 515 448 375 345
‘oreign:
47 Governments, official institutions, etc.. .. 1,502 928 1,020 1,030 1,346 1,052 1,173 1,068 1,088
48 Commercial banks........co0viiiene 4,754 5,384 5,127 4,588 4,899 5,393 5,170 5,005 4,607
49 Certified and officers’ checks. ... Ll 4,78) 2,945 3,336 3,579 5,547 3,632 3,811 3,130 3,820
50  Time and savings dt_poslt.vJ . 46,097 | 45,919 | 46,466 | 46,808 | 48,108 | 48,518 | 49,828 | 50,290 | 50,161
51 Savings4 9,585 9,563 9,566 9,485 ;. 9,392 9,390 9,343 9,323 9,296
52 Time. .., ...oivvennnnserenn 36,512 36,356 36,900 37,323 | 38,716 39,128 40,485 40,967 40,865
53 Ind , partnerships and or, 27,915 27,580 27,926 28,101 29,372 29,586 30,478 30,853 30,864
54 States and political subdivisions 1,909 1,964 2,000 2,035 i 2,061 2,099 2,122 W1 2,102
55 Domestic interbank..........00000. 2,227 2,275 2,340 2,474 ¢ 2,642 2,788 3,094 3,133 3,149
56 Foreign govts., official institutions, etc.. . 3,632 3,713 3,807 3,887 . 3,822 3,848 3,942 4,022 3,925
57 Federal funds purchased, ete.5..........0vet 22,433 23,629 19,110 22,072 20,149 22,093 20,180 21,391 21,381
Borrowings from:
58  Federal Reserve Banks 471 . 425 360 480 0 716 0 189
59 Others..........ci00eves PN 3,507 3,563 ; 3,776 3,905 4,329 4,771 5,039 5,694 5,112
60 Other liabilitics, €tC.0..ovvinr e ivieisianeenns 15,059 {4,860 15, 1097 14,978 15,537 15,507 16,332 16,215 15 973
61 Total equity gapual and subordmated notesl )
debentures?, ......... Cennaen cieeenenans| 13,300 I 13,326 13,296 13,323 13,421 13,425 13,432 13,438 13,448
1 Includes securities purchased under agreements to resell, 5 Includes securities sold under agreements to repurchase.

2 Federal agencies only. 6 Includes minority interest in consolidated subsidiaries and deferred

3 Includes time deposits of U.S. Govt. and of foreign banks, which tax portion of reserves for loans.
are not shown separately. 7 Includes reserves for sccurities and contingency portion of reserves

4 For amounts of these deposits by ownership categories, see Table 1.30.  for loans.
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1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS OUTSIDE NEW YORK CITY
Assets and Liabilities

Millions of dollars, Wednesday figures

1978
Account -
Oct. 4 Oct. 11 | Oct. 18 | Oct. 25 | Nov. I | Nov. 87 | Nov. 157 | Noy. 227 | Nov. 297
1 Total loans and investments.....c.c.oouvenne.s. 383,812 | 384,539 | 383,535 | 384,285 | 386,682 | 393,362 | 391,624 | 390,726 | 390,833
Loans:
2 Federal funds soldl........ enaas [P 21,143 21,005 19,950 20,280 19,804 25,393 21,783 20,578 20,588
3 To commercial banks.,.......... [ 16,711 17,707 15,746 16,989 15,935 20,357 17,277 16,077 16,520
To brokers and dealers mvolvmg——
4 U.S. Treasury securities.. ... [ 2,302 1,273 2,136 1,344 1,520 2,740 2,036 1,962 1,695
5 Other securities,....ovovnuenaeenas P 578 625 556 508 742 712 764 842 788
6 To Others.......vveuunnnns cevneeeeien| 1,552 1,400 1,512 1,439 1,607 1,584 1,706 1,697 1,585
T Other, BroSS.. i eeiisinssennes eesseanaen 279,424 | 280,311 | 280,736 | 281,088 | 284,230 | 285,159 , 286,377 | 286,983 | 287,250
8 Commercial and industrial. . 100,509 | 100,931 } 100,962 | 100,920 | 101,644 | 101,927 | 102,181 | 102,267 | 102,376
9 Agricultural. ..o v ciie e 5,205 5,241 5,257 5,250 5,221 5,185 5,210 5,163 5,151
For purchasing or carrying sccurmes :
To brokers and dealers:
10 U.S. Treasury securities......... e 139 125 114 97 108 234 173 12 91
11 Other securities.,v.oovvveiivineeens. 4,365 4,202 4,089 4,018 4,550 4,404 4,039 3,839 3,709
To others:
12 U.S. Treasury secufities..ooevueeenn 83 81 81 82 82 84 82 84 83
13 Other securities. .o oo vineeerevviennn. 2,219 2,218 2,220 2,214 2,219 2,252 2,258 2,244 2,232
To nonbank financial institutions:
14 Personal and sales finance cos., etc 5,352 5,428 5,442 5,335 5,571 5,582 5,657 5,579 5,527
15 Other. . 11,096 11,141 11,104 10,895 11,042 11,131 11,218 11,160 11,090

16 Real estate, 76,535 | 76,850 | 77,255 | 77,451 77,732 | 77,926 | 78,446 | 78,742 i 78,935
To commercial banks:

17 DomestiC.uvuvavininens Ceeerreeennnn . 1,699 1,765 1,632 1,757 1,823 1,903 1,855 2,031 2,073

18 Foreign, .vo..ouuu. 3,501 3,501 3,649 4,057 4,328 4,523 4,567 4,616
19 Consumer instalment 49,352 49,521 49,670 49,949 50,033 50,299 . 50,496 50,786
20 Foreign govts., official institutions, etc..... 1,327 1,370 1,397 1,424 1,435 1,527 1,567 1,536 1,540
21 Allotherloans.........eovveiiiannnnas .| 18,191 18,106 18,161 18,326 18,797 18 643 18 869 19,163 19 04l
22  Less: Loan reserve and unearned income on
Joans . o een v 8,903 9,002 9,032 9,076 9,083 9,155 9,202 9,264 9,267
23 Otherloans, net..........ocoiviiiiiiiinnn, 270,521 | 271,309 | 271,704 | 272,012 | 275,147 | 276,004 | 277,175 | 277,719 | 277,983
Investments:
24 U.S. Treasury securitleS...vooveeriiinnnnnns 33,900 33,631 33,332 33,409 33,208 33,069 33,487 33,201 33,069
25 1| e 2,902 2,561 2,500 2,598 2,547 2,501 2,295 2,340 2,339
Notes nnd bonds, by matunty
26 Within 1 year........ooeevvreviaraens| 6,402 6,540 | 6,502 6,576 6,434 6,510 6,470 6,623 6,707
27 1to 5 years. .. .. 20,083 | 19,966 | 19,811 | 19,656 | 19,753 | 19,551 | 20,040 | 19,664 | 19,509
28 After 5 years. . 4,513 4,564 4,519 4,579 4,474 4,507 4,682 4,574 4,514
29 Other SECUTIlIES. .o v v viur s vensnenensnions 58,248 | 58,594 | 58,549 | 38,584 | 58,523 | 58,896 | 59,179 | 59,228 | 59,193
Obligations of States and political sub-
divisions: )
30 Tax warrants, short-term notes, and bills.| 4,818 4,737 4,741 4,717 4,694 4,803 4,816 4,689 4,649
31 Allother. . uvviiiiiiinierisiinieas 38,786 | 38,880 | 38,888 | 38,864 | 38,749 | 39,036 | 39,253 39,346 39,339
Other  bonds, corporatc stocks, and
securities:
32 Certificates of participation2, ..., .. 2,393 2,409 2,413 2,491 2,377 2,361 2,404 2,356 2,424
33 All other, including corporate stocks ... . 12,251 12,568 | 12,507 12,512 | 12,703 12,696 | 12,706 | 12,837 12,781
34 Cash items in process of collection............ 33,274 | 33,742 31,280 | 29,323 33,834 | 31,959 35,232 33,888 30,981
35 Reserves with Federal Reserve Banks 16,723 16,941 16,283 20,267 17,972 12,131 | 15,480 18,552 19,221
36 Currency and coin. ........0. Cerae PPN 5,122 5,730 5,793 5,906 5,538 5,454 = 5,746 5,568 6,586
37 Balances with domestic BARKS + v ereeneen 7,129 8,035 7,140 6,358 7 ,091 7,426 ¢+ 7,537 7,310 7,414
38 Investments in subsidiaries not consolidated. . . . 1,538 1,586 1,674 1,726 1,671 1,639 ° 1,601 1,662 1,647
39 Otherassets..oo..vvnviine.en e 39,385 39,216 | 39,024 | 39,184 40 292 | 41,518 ;. 42,152 | 40,842 40 969
40 Total assets/total liabilities. ........... e 486,983 | 489,789 | 484,729 | 487,049 | 493,080 | 493,489 | 499,372 | 498,548 | 497,651
Deposits:
41  Demand deposits...........coiiviiiniianns 143,535 | 145,186 | 140,901 | 138,239 | 144,311 | 141,406 | 147,326 | 139,760 | 138,445
42 Individuals, partnerships, and corporations.| 111,589 | 115,750 | 112,424 | 108,632 | 113,744 | 112,452 | 116,313 | 111,790 ! 110,930
43 States and political subdivisions, ..,...... 5,194 5,034 5,261 5,061 5,962 5,121 6,046 5,405 5,242
44 US. Government.....vevveeiinnneinnesn 2,633 1,181 1,959 4,158 1,221 923 1,401 903 893
Domestic interbank:
45 Commercial. .. 17,046 16,526 14,837 13,951 15,981 15,808 16,420 14,877 14,560
46 Mutual savings, 472 449 414 380 486 438 425 398 366
Forecign:
47 Governments, official institutions, etc.,.. 221 215 235 312 260 262 229 229 266
48 Commercial banks. .......oovevueenn.. 1,811 1,747 1,702 1,735 1,939 2,028 1,764 1,735 1,856
49 Certificd and officers’ checks . ovvveervn.n. 4,569 4,284 4,069 4,010 4,718 4,374 4,728 4,423 4,332
50  Time and savings deposits3. .. ... cevead| 226,404 | 225,412 | 225,910 | 228,095 | 228,424 | 229,454 : 229,406 | 230,764 | 230,807
51 S AVINES ettt vt eeetrsvnnnnenerosscnneans 82,506 82,275 82,102 81,930 81,416 81,552 81,152 80,953 80,783
52 TiMIC. e et ettt iinnesreneoncennnsnans | 143,898 | 143,137 | 143,808 | 146,165 | 147,008 | 147,902 | 148,254 | 149,811 | 150,024
53 Individuals, partnerships, and corps.....| 111,564 [ 111,329 | 111,931 | 113,713 | 114,498 | 115, 1207 115,876 | 117,010 | 117,416
54 States and political subQivisions. . ......| 24,249 | 24,197 | 24,444 | 24,693 | 24,455 | 24,695 | 24,504 | 24,910 | 24,680
55 Domestic interbank. ....o.vvrvvenee... 4,509 4,079 4,000 4,230 4,492 4,403 4,343 4,392 4,497
56 Foreign govts., official institutions, etc...| 2,734 2,691 2,601 2,699 2,681 2,741 2,681 2,624 2,559
§7 Federal funds purchased, etc.5. ... vvvvun..ns. 59,742 | 62,474 | 60,533 | 62,366 | 61,666 | 61,731 | 61,164 | 63,379 i 63,500
Borrowings from:
58 Federal Reserve Banks.................0.. 619 282 768 702 643 470 229 594 606
59 Others...cvvivunin. 3,230 3,296 3,472 3,571 3,807 5,288 5,697 8,500 7,614
60 Other liabilities, €1C.64... 0. nruens.,. IR, 19,639 | 19,273 | 19,339 [ 20,108 | 20,129 | 20,971 | 21,469 | 21,448 | 22,493
61 Total equit; capnnl and subordinated
notes/debentures7,,......... Cereerieeenn 33,814 | 33,866 33,806 33,968 34,100 | 34,169 34,081 34,103 34,186
1 Includes securities purchased under ag to resell. 3 Includes securities sold undcr agreements to repurchase.
2 Federal agencies only. . 6 Includes minority interest in consolidated subsidiaries and deferred
3 Includes time deposits of U.S. Govt. and of foreign banks, which tax portion of reserves for loans.
are not shown separately, 7 Includes reserves for securities and contingency portion of reserves

4 For amounts of these deposits by ownership categories, see Table 1.30, for loans,
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1.30 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memoranda
Millions of dollars, Wednesday figures
1978
Account . R PR .
Oct. 4 Qct. 11 Oct. 18 Oct. 25 | Nov. 1» \ Nov. 8» | Nov. 157 | Nov. 221’I Nov, 29»
. Toznl loans (Ig(ross) and investments adjusted ! 270765 | 469.287 | 470 722 ) 338 ;
QIRE BARKS .« .o i e , B ,7. 470, 476,473 | 478,330 | 480,730 | 479,205 | 477,
2 New York City banks. . ...ovveeriieen.n. 96,460 | 95,218 | 95,533 | 95,723 | 98,466 073 | 99,036 | 97323 | 95 3@
3 Banks outside New York City............ 374,305 | 374,069 | 375,189 | 374,615 | 378,007 380 257 | 381,694 | 381,882 | 381 :507
Total loans (gross), adjusted
4 Large banks.......e..eeieeneiienieinionis 358,588 | 357,050 | 359,146 | 358,943 | 365,297 | 367,027 | 368,009 367,153 | 365,974
5 New York City banks, . .....ovvvivananns 76,431 75,206 75,838 76,321 . 79,021 78,735 - 78,981 77,700 76,729
6 Bunks outside New York City............ 282,157 | 281,844 | 283,308 | 282,622 ; 286,276 - 288,292 289,028 289,453 | 289,245
Demand deposits, adjusted2 ; ;
7 Large Banks........... 115,213 | 118,501 | 117,121 | 112,375 | 118,185 | 116,067 | 119,010 , 113,169 | 114,212
8 New York City banks..... 24,631 24,764 24,296 21,568 24,910 23,351 24,737 + 23,077 22,201
9 Banks outside New York City............ 90,582 93,737 1 92,825 90,807 93,275 92,716 94,273 90,092 92,011
Large negotiable time CD’s included in time and
savings deposits?
Total:
10 Large banks. . ov oo i iiiiiiin e 90,230 | 89,320 | 89,987 | 92,248 | 94,306 [ 95,430 | 96,673 , 97,580 [ 97,703
11 New York City..o ..o iiieeiieineniine, 24,818 24,738 25,149 25,605 26,956 27,382 28,6006 29,003 28,916
12 Banks outside New York City............ 65,412 64,591 64,838 66,643 67,350 68,048 68,067 68,586 68,787
Issued to 1PC’s:
13 Large banks..........covveieenorenavinnn 63,916 63,293 63,876 65,443 67,286 68,117 69,148 69,987 70,235
14 New York City Banks,...coovvieiieunnnn 17,706 17,491 17,730 17,936 19,137 19,389 20,190 20,486 : 20,479
15 Banks outside New York City......... e 46 210 45,802 46,146 47,507 48,149 48,728 48,958 49,501 . 49,756
Issued to others: .
16 Largebanks.......c....covieiveineaiienien 26,314 26,036 26,111 26,805 27,020 27,313 27,525 27,602 27,468
17 New York City banks. . ........0.. . 7,012 7,247 7,419 7,669 7,819 7,993 8,416 8,517 | 8,437
18 Banks outside New York City............ 19,202 18,789 18,692 19,136 19,201 19,320 19,109 19,085 19,031
All other large time deposits4
Total:
19 Large banks, ... ...ooovviiirieanenns 34,786 | 34,653 | 35,084 | 35.411 | 35,748 | 36,073 | 36,132 | 36,884 | 36,732
20 New York City banks. ... 6,672 6,597 6,703 6,720 6,948 7,025 6,963 7,030 7,037
21 Banks outside New York City............ 28,114 | 28,056 | 28,381 | 28,691 | 28,800 | 29,048 | 29,169 | 29854 | 29.695
Issuecd to 1PC's:
22 Large baAnKS. .. .o et 21,057 | 21,059 | 21,258 | 24,391 | 21,830 | 21,940 | 22,045 | 22,399 | 22,465
23 New York City banks. v..c.vevinineennes 5,350 5,266 5,329 5,342 5,602 5,584 5,460 5,512 5,551
24 Banks outside New York City............ 15,707 | 15,793 | 15,929 | 16,049 | 16,228 | 16,356 | 16,585 | 16.887 | 16.914
Issued to others:
25 Large banks....oooveooeienn. e, | 13,729 | 13,594 | 13,826 | 14,0201 13,918 | 14,133 | 14,087 | 14,485 | 14,267
26 New York City banks..... 1,322 1,331 1,374 1,378 - 1,346 1,441 1,503 1,518 1,486
27 Banks outside New York City............ 12,407 12,263 12,452 12,642 12,572 12, 1692 12,584 12,967 12, ,781
Savings deposits, by ownership category ! i
Individuats and nonprofit organizations:
28 Large DankS.......e..ieiiiii e 85,750 | 85,470 | 85,319 | 84,937 | 84,581 = 84,683 | 84,301 | 84,140 | 83,925
29 New York City banks. . ... .1or n.s 8,894 8,863 8,853 8,807 8,741 8,737 8,719 s 8,669
30 Banks outside New York City 76,856 76,607 76,466 | 76,130 | 75,840 i 75, 1946 | 75,582 | 175 ,436 | 75,256
Partnerships and corporations for profit:s
31 Largebanks......o...oiiriiiieiaocinniinns 5,424 5,124 5,102 5,163 5,117 5,135 5,105 5,055 5,064
32 New York City banks. . ..coeiverinneenss 481 477 473 470 462 457 449 440 448
33 Banks outside New York City............ 4,640 4,647 4,629 . 4,693 4,649 4,678 4,656 4,615 4,616
Domestic governmental units:
34 Largebanks........... 1,197 1,225 1,223 1,297 1,095 1,096 1,065 1,058 1,066
35 New York City bank: 194 212 . 223 197 180 180 166 168 167
36 Banks outside New York City. 1,003 1,013 1,000 1,100 915 916 899 890 899
All other:6
37 Large banks...........cioiiiieniieinaaiias 23 19 24 18 2] 28 24 23 24
38 New York City banks............... o 16 11 17 11 9 16 9 11 12
39 Banks outside New York City,...... . 7 8 7 7 12 12 15 12 12
Gross liabilitics of banks to their foreign branches )
40 Large banks.........iviiieiiiiiiiiiiiiaas 6,437 6,470 6,323 7,674 8,561 8,037 9,428 7,732 ¢ 8,973
41 New York City banks........ P 3,613 3,312 2,997 4,027 5,253 4,762 6,220 3,984 4,440
42 Banks outside New York City,o.o.uvnnn.. 2,824 3,158 3,326 3,647 3,308 3,275 3,208 3748 | 4533
Loans sold outright to selected institutions by all
large banks7
43  Commercial and industrial®................ 1,961 1,972 2,086 1,886 1,911 1,898 1,846 1,796 1,859
44 Realestated, ... viiieirennininecenss 287 288 283 288 291 295 296 305 297
45 Allother8.............. TR e 1,748 1,736 1,648 1,678 1,592 1,563 1,540 1,569 1,564

1 Exclusive of loans and Federal funds transactions with domestic
commercial banks.

2 All demand deposits cxcept U.S. Govt.
banks, less cash items in process of collection.

3 Certificates of deposit (CD’s) issued in denominations of $100,000 or
more.

4 All other time deposits issued in denominations of $100,000 or more
not included in large negotiable CD’s.

and domestic commercial

3 Other than commercial banks,

¢ Domestic and foreign commercial banks, and official international
organizations,

7To bank’s own foreign branches, nonconsolidated nonbank af-
fitiates of the bank, the bank's ho]dm;, company (if not a bank), and
nonconsolidated nonbank subsidiaries of the holding company.

8 Data revised beginning July 7, 1977, due to reclassifications at one
large bank.
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1.31 LARGE WEEKLY REPORTING COMMERCIAL BANKS Commercial and Industria! Loans

Millions of dollars

OQOutstanding Net change during—
Industry classification 1978 1978 1978
Nov. 1| Nov. 8 | Nov. 15 | Nov. 22 | Nov. 297 Q2 Q3 Sept. Oct. Nov.r
Total loans classified 2
. |
T Total....ooovviii i i 114,145 " 114,564 | 114,760 | 114,709 | 114,542 5,384 1,346 1,791 1,813 1,229
Durable goods mnnufacturmg' i
2 Primary metals e 2,688 2,685 2,692 2,677 2,597 43 —66 11 —68 ~67
3  Machinery . 5,452 5,438 5,476 5,432 1 5,464 177 —16 64 61 15
4 Transportation equipmen 2,646 2,659 2,650 2,586 2,626 66 —52 51 —159 38
5  Other fabricated metal products. .. 2,431 2,431 2,434 2,425 2,409 181 69 129 - —18 -135
6  Other durable goods.,........... 3,953 3,994 3,986 3,966 3,985 382 136 102 —79 19
Nondurable goods manufacturing:
7  Food, liquor, and tobacco. - 4,373 4,394 4,412 4,468 4,531 409 —-101 2 186 191
8 Texnleﬂ apparel, and lea.th 4,224 4,252 4,171 4,080 3,985 565 240 —-56 —110 —288
9 Petmleum n.ﬁnlng . 2,483 2,546 2,612 2,602 2,569 159 —116 —45 —47 95
10 Chemicals and rubber.. 3,290 3,306 3.295 3,264 3,224 154 —101 69 —173 -71
11 Other nondurable p,ood 2,475 2,444 2,448 2,470 2,446 61 213 81 —47 13
12 Mining, including crude petroleum
and natural gas............... 10,446 10,518 10,648 10,663 10,628 883 172 124 17 34
Trade:
13 Commodity dealers,............. 1,866 1,899 1,835 1,807 1,789 —187 —323 ~22 61 —16
14  Other wholesale................. 9,574 | 9,579 9,584 9,540 9,521 458 232 199 279 70
15 Retail. s o uereneenniinenenneanns 8,865 1 8,924 8,979 9,020 8,959 639 —80 132 636 129
16 Transportation. 5,531, 5,493 5,454 5,527 5,513 —147 53 157 34 —15
17 Communication 1,786 i 1,737 1,782 1,747 1,766 249 68 55 —20 53
18 Other public utilities............... i 5,463 ¢ 5,549 5,531 5,600 5,541 18 89 —15 245 197
19 ConsStruction........cevvvuiinnnasns 5,144 ' 5,116 5,127 5,121 5,116 483 110 17 T—66 -39
20 SEIVICES. .t v v v einrrnnnreaneansas 14,193 . 14,268 14,331 14,383 14 423 1,134 520 i 413 219 245
21 All other domestic loans. . ......... 8,387+ 8,520 8,460 8,429 8,445 296 282 6 257 152
22 Bankers acceptances. ... .......0..nt 3,711 . 3,519 3,478 3,459 3,573 —429 —149 233 210 251
23 Foreign commercial and industrial
10ANS . v veer e it iaiiaaes 5,164 5,233 5,375 5,443 5,432 —230 166 84 455 258
MeMO ITEMS: | ;
24 Commercial paper included in total ' : |
classified loans!. . .....ccvvinve]irenenenn P I 62 —60 -8 18 -1 .
25 Total commercial and industrial : |
loans of all large weekly re- . l
porting banks...... e 139,878 ~ 140,317 | 140,728 | 140,536 | 140,490 6,601 1,333 | 1,742 r2,066 1 1,714
1
1978 1978 1978
July 26 | Aug. 30 | Sept.27 | Oct. 257 | Nov. 297 Q2r Q3 Sept. Oct. Nov.»
“Term” loans classified 3
26 Total. .. vveiivi i 51,905 { 52,618 | 53,019 | 53,762 | 54,705 1,820 1,726 401 743 943
Durable goods manufacturing:
27 I’rimarg' metals........... g 1,695 1,710 1,672 1,641 1,631 128 -34 —38 —-31 -10
28 Machinery............... 2,712 2,669 2,650 2,768 2,751 17 74 —19 118 -17
29  Transportation equipment........ 1,439 1,586 1,565 1,506 1,492 —69 145 -21 —-59 —14
30 Other fabricated metal products. .. 1,000 990 1,007 1,004 1,035 87 13 17 -3 31
31  Other durable goods............. 1,718 1,699 1,713 1,717 1,796 106 35 14 4 79
Nondurable goods manufacturing:
32  Food, quugr, and tobacco. .. g .. 1,691 1,740 1,727 1,862 1,977 150 56 —13 135 115
33  Textiles, apparcl, and leather. . ... 1,138 1,133 1,126 1,096 1,046 72 4 -7 -30 -50
34 Petroleum refining.......ccouv. 1,882 1,882 1,846 1,789 1,837 74 —101 -36 —57 48
35 Chemicals and rubber......... . 2,418 2,322 2,301 2,109 2,037 287 —111 —21 —192 -T2
36  Other nondurable goods. ........ 1,103 1,156 1,177 1,192 1,205 —86 86 21 15 13
37 Mini includi rude petroleum
lm:g::l :lr:!turnllnga:.‘.l. .. p ......... 7,660 7,757 7,862 7,852 7.917 661 102 105 —10 65
Trade:
38 Commodity dealers........... e 233 248 250 268 305 —24 22 2 18 37
39 O(t,her who{esale. b .............. 2,233 2,276 2,360 2,329 2,372 187 185 84 -31 43
40 Retail...........cciiiiiiiienan 2,782 2,827 2,791 3,065 3,224 261 —43 —36 274 159
41 Transportation,.........oiivaernns 3,678 3,732 3,753 3,718 3,732 —136 15 21 —-135 14
42 Communication. ., v.vvvivieeeinn 1,061 1,057 1,076 1,065 1,102 85 67 19 —11 37
43 Other public utilities, ... ....ocovvte 3,714 3,860 3,847 3,960 4,053 —293 318 —13 113 93
44 Construction. . .....covvevinceenas 2,177 2,245 2,224 2,264 2,288 47 107 —-21 40 24
45 Services... ... .iiiniiiiann . 6,592 6,606 6,797 6,936 7,104 600 307 191 139 168
46 All other domestic loans 2,436 2,616 2,713 2,798 2,860 —149 393 97 85 62
| and industrial
47 Forel:g:n;?rr.u:n.e.r.cfa. . nn . m us fl.ﬂ. i 2,543 2,507 2,562 2,823 2,941 —185 86 55 261 118
1 Reported for the last Wednesday of each month, all outstanding loans granted under a formal agreement—revolving credit
2 Includes “‘term" loans, shown below, or standby—on which the original maturity of the commitment was in

3 Qutstanding loans with an original maturity of more than 1 year and excess of 1 year,
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1.32 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations

Billions of dollars, estimated daily-average balances

At commercial banks

Type of holder 1977 1978
1974 1975 1976
Dec. Dec. Dee.

Mar. June Sept. Dec. Mar. : June Sept.

1 All holders, individuals, partnerships, and

»
~1
—
»

COrporRtions ... ...vvvvvrneiiiinaiiies 225.0 | 236.9 250.1 242.3 253.8 | 252.7 | 274.4| 262.5 278.8
2 TFinancial business................ IR R R 19.0 20.1 22.3 21.6 25.9 23.7 25.0 24.5 25.7 25.9
3 Nonfinancial business. 118.8 125.1 130.2 125.1 129.2 128.5 142.9 131.5 137.7 142.5
4 Consumer 73.3 78.0 82.6 81.6 ° 84,1 86.2 91.0 91.8 92.9 95.0
5 Foreign. . . 2.3 2.4 2.7 2.4 . 2.5 2.5 2.5 2.4 2.4 2.5
6 Other..uvvnivvveiinnnn, 11.7 1.3 12.4 1.6 12.2 11.8 2.9 12,3 - 12,4 13.1

At weekly reporting banks

1978
1975 1976 1977 i i o ) L
Dec. Decc. ' Dec. i | 1
’ Apr. | May June -~ July Aug.  Sept. | Oct.

7 ANl holders, individuals, partnerships, and | i |

Corporations.. . ...t 124.4 | 128.5;: 139.1 135.6 . 134.3 | 136.9 139.9 ] 137.7 . 139.7, 141.3
8 Financial business.........coovvvenunn e 15.6 17.5 8.5 17.91 18,1 19.0!1 19.4 19.4 18.9 l 9.1
9 Nonfinancial business.......cooouvvveniiin, .. 69.9 . 76.3 : 70.9 | 70.7 71.9 73.7 72.0 74.1 75.0
10 CONSUMEr. ..ot tiienviineienineeanss e 29.9 31.7 34.6 1 37,6 36.0 . 36.6 37.1 36.8 37.1 37.5
11 FOreign. . oo vvcvvvineniinneinnnieinns P 2.3 2.6 2.4 2.2 2.4 2.3 2.3 2.4 2.4 2.5
12 Other, oo v v v cieieie i e ieianaas Cevenns 6.6 7.1 7.4 7.0 | 7.1 7.1 7.3 7.1 7.3 7.2

Norte.—Figures include cash items in process of collection. Estimates of  banks, Types of depositors in each category are described in the June 1971
gross deposits are based on reports supplied by a sample of commercial BULLETIN, p. 466.

1.33 COMMERCIAL PAPER AND BANKERS ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1978
1975 1976 1977
Instrument Dec. Dec, Dec.
Apr. May June July Aug. Sept. Oct.
Commercial paper (seasonally adjusted)
1 AILGSSUCKS. .. oo v veriiisieiinnnnas Cevenen 48,459 | 53,025 | 65,209 | 70,289 | 71,213 | 74,536 | 74,900 | 73,960 (776,988 | 77,152
Financial companies:!
Dealer-placed paper:?
2 Total........... .| 6,202 | 17,250 | 8,871 9,670 | 10,314 | 10,327 | 10,617 | 10,868 |r11,470 | 10,921
3 Bank-related 1,762 1,900 2,132 2,078 2,217 2,442 2,633 2,935 2.622 2,868
Directly-placed paper:
4 Total. ..ottt ii i i i e 31,374 | 32,500 | 40,496 | 44,326 | 44,664 | 47,315 | 46,594 | 45,510 | 47,791 | 48,030
5 Bank-related.............cvuunnn Cereaes 6,892 5,959 7,102 7,995 9,258 9,585 | 10,030 9,634 | 10,383 | 10,925
6 Nonfinancial companies4,............. Ceveaen 10,883 | 13,275 | 15,842 | 16,293 | 16,235 | 16,894 | 17,689 | 17,582 |717,727 | 18,201
Dollar acceptances (not seasonally adjusted)
A T TS e 18,727 | 22,523 | 25,654 | 26,256 | 26,714 | 28,289 | 27,579 | 28,319 | 27,952 | 30,579
Held by:
8  Accepting banks........... Ceerareseraaaeed| 7,333 1 10,442 | 10,434 7,091 7,286 7,502 7,244 7,048 7.647 8,379
9 Ownbills,.....ooooveiiiiaaa Cereean 5,899 8,769 8,915 6,117 . 6,365 6,520 6,345 6,131 6,461 7,012
10 Bills bought.........oviviiiiiiii s 1,435 1,673 1,519 974 921 983 899 917 1,186 1,366
F.R. Banks:
11 OWN ACCOUNt. . .. cvvieirnnineas 1,126 991 954 [........0....o.. | I PP IR | I I
12 Foreign correspondents ... ........ . 293 375 362 550 679 625 568 633 556 557
13 Others. ..o it it 9,975 | 10,715 | 13,904 | 18,614 | 18,749 | 20,160 | 19,766 | 20,638 | 19,748 | 21,644
Based on: !
14  Imports into United States. .......covvvuune 3,726 4,992 6,532 7,108 7,027 1 17,578 7,415 7,885 7,957 8,575
15  Exports from United States..oovveveeiev.nn 4,001 4,818 5,895 | 6,216 6,494 | 6,906 | 6,565 | 6,558 6,350 | 6,665
16 Allother.....oovviiiiiiiieirniinnnn,. vovo| 11,000 | 12,713 | 13,227 | 12,932 . 13,193 | 13,805 | 13,599 | 13,876 | 13,644 | 15,339
+
1 Institutions engaged primarily in activities such as, but not limited to, 3 As reported by financial companies that place their paper directly
commercial, savings, and mortgage banking; sales, personal, and mortgage  with investors. . o
financing; factoring, finance leasing, and other business lending; insurance 4 Includes public utilities and firms cngaged primarily in activities such
underwriting; and other investment activities, as communications, construction, manufacturing, mining, wholesale and

2]I‘ncludes all financial company paper sold by dealers in the open retail trade, transportation, and services.
market.,
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1.34 PRIME RATE CHARGED BY BANKS on Short-term Business Loans

Per cent per annum

Month Average Month Average

Effective date Rate Effective date Rate rate rate
1978—Jan. 10....... 8 1978—Sept. 15,...... 915 1977—Jan. . v eveneneens 6.25 (978—Jan............. 7.93
28..00.0 9% Feb..oovivuiie 6,25 Feb..ooovvvnnin, 8.00
May S5....... 814 Mar....ovvinnes 6,25 Mar.,..... . 8.00
....... 814 Oct. 13....... 10 6.25 Apr...... 8.00
27 e 10%4 6.41 8.27
June 16....... 8% 6.75 8.63
....... 9 1014 6.75 9.00
1034 6.83 9.01
Aug.31....... oY 11 7.13 9.41
1115 7.52 ot 9.94
7.15 NOVeeeverveennn, 10.94

7.75

1.35 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 7-12, 1978

Size of loan (in thousands of dollars)

All
Ttem sizes
1,000
1-24 25-49 50-99 100-499 500-999 and over
Short-term commercial and industrial loans
1 Amount of loans (thousands of dollars). , ... veesreo) 7,198,593 1,049,321 559,214 638,138 1,899,754 532,767 2,519,400
2 Numberofloans........covveivuiniiinna.n. .. 7,673 7,855 16, 858 10,683 10,445 863 970
3 Weighted-average maturity (months)............,.. 3.0 2.8 2.4 3.0 3.3 3.1
4 Weighted-average intercst rate (per cent per annum) 9.97 10.45 10 l 10.30 10.19 9.93 9.47
5 Interquartilerange 1............oiiiiiiann 9.31-10.47 9.25-11.65 9.34-10.50 9.73-10.75 9.38-10.64 9.31-10.43 9,00-9.88
Percentage of amount of loans:
6 Withfloatingrate............coiviiiiiiiiiansns 48.3 32.0 36.6 46,5 43.2 57.4 60.1
7 Made under commitment.............. 38.1 15,2 21.0 27.5 31.2 58.5 54.9
Long-term commercial and industrial loans
b4
8 Amount of loans (thousands of dollars)............ .| 1,417,990 293,717 355,547 99,274 669,452
9 Numberofloans.........ioonnnvunnnn ,251 19,735 ,218 150 148
10 Weighted-average maturity (months). e 45.2 33.7 47.2 57.7 47.4
11 Weighted-average interest rate (per cent per ﬂnnum). . 10.20 10.66 10.35 9.83 9.96
12 Interquartilerange 1.................. e 9.38-11.00 9.89-11.57 9.38-11.02 9.25-10.50 9,00-10.48
Percentage of amount of loans:
13 Withfloatingrate.......cocvviiiininiiinnnnes 65.5 30.1 62.3 55.1 84.3
14  Made under commitment. .......o.vuu.. PN 51.3 25.0 35.7 50.6 71.2
Construction and land development loans
15 Amount of loans (thousands of dolfars).,........ el 1,177,413 228,314 144,262 155,635 381,591 267,611
16 Number of loans. .. ooovviiiiiineniiiieinne. ,901 22,364 4,546 2,278 ,490 223
17 Weighted-average maturity (months) 8.4 10.7 9.6 3. 7.2 9.6
18 Weighted-average mterest rate (per cent per annum). . 10.43 10.27 10.66 11.05 10.33 10.23
19  Interquartilerange 1.............. i 9.95-11.02 9,27-10.87 10.00-11.00 10.00-12.73 10,03-10.70 9.27-11,30
Percentage of amount of foans:
20  With Hoating rate........... Ceeean e, 49.3 12.3 13.0 18.3 80.2 74.3
21 Secured by realestate, ... ...uuv0n veeeen 92.9 85.4 97.1 94.5 97.1 90.3
22 Made under commitment. ............... 55.2 49.7 32.7 68.2 43.5 81.3
23 Type of construction: I- to 4-family...... 42,1 77.2 71.3 64.9 20.2 14.5
24 Multifamily........ 8.5 1.2 10.0 1.7 7.8 18.8
25 Nonresidential , . , 49.4 21.6 18.8 33.4 7t.9 66.8
All 250
sizes 1-9 10-24 25-49 50-99 100-249 and over
Loans to farmers
26 Amount of loans (thousands of dollars),............ 824,790 159,057 150,908 157,111 82,007 92,298 183,409
27 Number of loans., . ........v.ouenes 63,389 45,994 10,109 4,942 1,338 689 317
28 Weighted-average m.nuruy (monlhs) . 6.6 1.5 6.6 10.2 6.1 5.8 3.9
29 Weighted-average interest rate (per cent per annum). . 9.62 9.33 9.33 9.46 9.51 9.92 10.15
30 Interquartilerange !'.............0iiiiiiiie.a 9.13-10.21 8.77-9.73 8.77-9.73 9.00-10.00 9.20-9.84 9.25-10.38 9.54-10.97
By purpose of loan:
31 Feceder livestock . 9.49 9.13 9.11 9.37 9.48 9.60 9.91
32 Other livestock . ... c.vvvveennnn 9.47 9.36 9.44 10.03 8.86 10.19 9.76
33 Other current operating expenses 9.66 9,27 9.44 .26 9,81 9.96 10,41
34 Farm machinery and equipment. 9,63 9,52 9.53 9.86 9.41 (2 (2)
as L0 13T 9.87 9,61 9.22 9.67 9.77 10.39 10.28

1 Interest rate range that covers the middle 50 per cent of the total

dollar amount of loans made.
2 Fewer than three sample loans.

Note.—For more detail, see the Board’s 416 (G.14) statistical release.



1.36 INTEREST RATES Money and Capital Markets

Averages, per cent per annum
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1978 1978, week ending—

Instrument 1975 | 1976 1977 |_ . __ S R e
!
Aug, Sept. Oct. Nov. | Nov. 4 |Nov. 11|Nov. 18|Nov. 25| Dec. 2
Money market rates
- - .- .o - . e m——
1 Federal funds!t.........ooovviien . [ 5.82 5.05 5.54 I 8.04 [ 8.45( 8.96( 9.76 | 9.29( 92.77( 9.68 ! 9.68 , 9.85
Prime commercial paper2. 3

2 90-to119-day.......iiiiiiiiiieee 6.26 5.24 5.54 | 7.83 | 8.39 8.98 { 10.14 | 9.62 | 10.16 | 10.28 | 10.13 | 10.20
3 4-to6month. .. o.ooiiiiiiiiiienny, 6.33 5.35 5.60 | 7.90 | 8.44 | 9.03 [ 10.23 | 9.68 | 10,27 | 10.38 | 10.22 | 10.28

4 Finance company paper, dircctly placed, - .
3-toG-monthd 4. ... ... L 6.16 5.22; 5.49 | 7.65 8.18 8.78 - 9.82 | 9.26 | 9.87 | 9.92| 990, 9.89
5 Prime bankers acceptances, 90-day35... .. 6.30 | 5.19 5.59 1 7.98 8.54 ' 9.32 | 10.53 10.46 | 10.63 | 10.47 | 10.40 | 10.52

Large negotiable certificates of deposit
6 3-month, seccondary marketé. . ... ... .. 6.43 5.26 5.58 8
7  3-month, primary market?. . ... .00 5.15 5.52 7

8 Luro-dollar deposits, 3-month3.......... 6.97 5.57 6.05 8.

U.S. Gavernment securities
Bills:3.9

Market yields:

.05 8.61 9.14 | 10.72 | 10.10 | 10,77 | 10.84 | 10.59 | 10.66
.86 8.42 | 9.17 | 10.12 ] 9.83 | 10.00 | 10.25 | 10.25 | 10.25

48 | 9.12 | 10.12 § 11.51 | 11,08 | 11.44 | 11.70 | 11.28 | 11,66

14

9 J-month.......coioiien ; 5.80 | 4.98 | 527 | 7.08| 7.85 7.99| 8.64 | 8.73 8.79 | 8 , 8.63 8.98

10 6-month..................L 6.11 5.26 | 5.53| 7.37 | 7.99 8.55| 9.24| 9.26 | 9.42 | 9.08 | 9.07 | 9.27

11 l-year 6.30 [ 5.52 | 5.71 7.73 | 8.01 8.45 | 9.20; 9.17 | 9.32 | 9.08 | 9.12  9.29
Rates on new issuei10.. ... ..., .

12 J-month. ...l 5.838 | 4.989 | 5.265 | 7.036 | 7.836 | 8.132 | 8,787 | 8.454 | 9.028 | 8.593 | 8.696 | 9.166

13 Gmonth...........o e 6.122 | 5.266 | 5.510 | 7.363 | 7.948 | 8.493 | 9,204 | 8.982 | 9.419 | 9.291 | 8.996 | 9.330

Capital market rates

Government notes and bonds :
U.S. Treasury
Constant maturities; 11 ! \
14 Y 6.76 | 5.88 . 6.09 8.31 8.64 | 9.14 | 10.01 9.95 - 10.16 | 9.89 9.92 10,11
15 B Y P Y PR 6.45 | 8.37 | 8.57 8.85: 9,42 9.44 9.48 | 9.31 9.35 9.56
16 R T 7.49 | 6.77 . 6.69 | 8.33 8.41, 8.62  9.04 | 9.12| 9.10| 8.95 8.96 | 9.16
17 SeYCAF. ot 7.77 7.18 6.99 8.33 8.43 8.61 8.84 8.89 8.86 | 8.78 8.81 8.92
18 T-YeAT . o vt 7.90 | 7.42 | 7.23 8.38 8.42 8.64 8.80 ! 8.82 | 8.84 | 8.76 | 8.78 8.88
19 T0-YCAr . ov vt e v iieieenanenes 7.99 7.61 7.42 . 8.41 8.42 8.64 8.81 8.82 | 8.86 8.77 8.78 8.85
20 20-year. ..o i i 8.19 7.86 7.67 8.45 8.47 8.69 8.75 8.80 8.80 8.72 8.72 . 8.78
21 J0-year. ... i i rrer e iercenea] i 8.47 8.47 8.67 8.75 8.77 8.81 8.72 8.73 8.78
Notes and bonds maturing in —12 :
22 JtoSyears. ... 7.55 6.94 : 6.85 8.31 8.38 8.61 | 8.97 9.05 9.04 8.93 8.87 9.01
23 Over 10 years (long-term)......... 6.98 6.78 7.06 | 7.87 | 7.82 8.07 8.16 | 8.19 8.21 8.12 8.13 8.21
State and local:
Moody’s series: 13
24 Adit. .. 6.42 : 5.66 5.20 | 5.5 ' 5.53 | 5.53. 5.59 5.70 5.65 5.50 | 5.55 5.55
2 aa. ... 7.62 | 7.49| 6.12| 6.54 6.63  6.18 6.65| 6.50| 6.70 | 6.60 | 6.65 6.80
26 Bond Buyer series14 7.05 6.64 5.68 0,12 6.09 6.13 . 6.19 6.22 6.17 6.11 6,16 6.29
i .
Corporate bonds ! i
Seasoned issues!s : ’
27 Allindustries.................. ..., i 9.57  9.01 8.43 | 9.08( 9.08| 9.20| 9.40 | 9.39 9.42 | 9,40 | 9.38 | 9.39
By rating groups: . |
28 AR st 8.83 8.43 8.02 | 8.69 | 8.78 8.8 ' 9.03| 9.04 | 9.06 | 9.02| 9.00 | 9.04
29 T 9171 8,75 8.24 | 8.96 | 8.96 9.07 9.24 | 9.24 | 9.27 | 9.26 | 9.22 | 9.22
30 S 9.65 | 9.09 8.49 | 9.8 1 9.11 . 9.26 9,48 | 9.46| 9.50 | 9.49 | 9.46 | 9.45
31 Baa...ooooiiiiiiiiiiiiii., 10.61 9.75 §.97 | 9,481 9.47 ) 9.59, 9.83 | 9.79 | 9.82| 9.83| 9.82| 9.85
Aaa utility bonds: 16 ' !
32 NEW ISSUC. .« ov evv et areannn., 9.40 8.4 8.19 8.82  8.86| 9.17 9.27 1 9.25 | 9.30" 9.25 |....... . 9.30
33 Recently offered issues, . ..o......... 9.41 8.49 8.19 8.91 8.86 9.13 1 9,27, 9.28 9.30 9.24 9.25 © 9,29
Dividend/price ratio : '
34 Preferred stocks, . .......oiin e, 8.38 797 | 7.60 | 8.26 | 8.24 8.29 8.43 8.39 8.42 8.57 8.38 ° 8.41
35 Common stocks. .. ...ovivinennn, - 4.31 3.7 4.56 | 4.93 | 4.97 5.1 5.45 . 5.38 5.44 5.54 5.42 5.49
. | .

! Weekly figures are 7-day averages of daily cffective rates for the week
ending Wednesday; the daily effective rate is an average of the rates on
a given day weighted by the volume of transactions at thesce rates.

2 Beginning Nov. 1977, unweighted average of offering rates quoted
by five dealers. Previously, most representative rate quoted by those
dealers.

3 Yields are quoted on a bank-discount basis.

4 Averages of the most representative daily offering rates published by
finance companies for varying maturities in this range.

5 Average of the midpoint of the range of daily dealer closing rates
offered for domestic issues.,

o Weekly figures (week ending Wednesday) are 7-day averages of the
daily midpoints as determined from the range of offering rates; monthly
figurcs are averages of total days in the month. Beginning Apr, 5, 1978,
weckly figures are simple averages of offering rates.

7 Posted rates, which are the annual interest rates most often quoted
on new offerings of 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.

8 Averages of daily quotations for the weck ending Wednesday.

9 Except for new bill issues, yields are computed from daily closing
bid prices.

10 Rates are recorded in the week in which bills are issued.

11 Yiekls on the more actively traded issues adjusted to constant
maturities by the U.S. Treasury, based on daily closing bid prices.

12 Unweighted averages for all 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 yiclding “flower’’ bonds.

13 General obligations only, based on figures for Thursday, from
Moaody’s Investors Service.

14 Twenty issues of mixed quality.

15 Averages of daily figures from Moody's Investors Service.

16 Compilation of the Board ol 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 offering; those on recently oftered
issues (included only for first 4 weeks after termination of underwriter
price restrictions), on Friday close-of-business quotations.
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1.37 STOCK MARKET Selected Statistics
1978
Indicator 1975 1976 1977
May June July Aug. Sept. | Oct | Nov.
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange (Dec.31,1965 = 50).; 45.73 | 54.45 | 53.67 | 54.49 | 54.83 | 54.61 | 58.53 | 58.58 | 56.40 [ 52.74
2 Industrial.......o00iennn 60.44 | 57.84 | 59.14 ] 59.63 | 59.35| 64.07 | 64.23 61,60 | 57.50
3 Transportation......... 39.57 | 41.07 | 44.21 | 44,1 44,74 | 49.45| 50.19 | 46.70 | 41.80
4  Utitity........ PRI 36.97 | 40.91 39.47 | 39.41 39.28 | 40.20 | 39,82 39.44 | 37.88
5 Finance.s..e.ververrennssonren 52.94 | 55,23 | 57.95( 58.31 57.97 | 63.28 | 63.22 | 60.42 | 54.95
6 Standard & Poor’s Corporation (194143 = 10)1., 85.17 | 102.01 | 93.18 | 97.41 | 97.66 | 97.19 | 103,92 | 103.86 | 100.58 | 94.71
7 American Stock Exchange (Aug. 31,1973 = 100),; 83.15 | 101.63 | 116.18 | 142.26 | 147.64 | 149.87 | 162.52 | 170,95 | 160.14 | 144.17
Volume of trading (thousands of shares)?
8 New York Stock Exchange.................| 18,568 | 21,189 | 20,936 | 35,261 | 30,514 | 27,074 | 37,603 | 33,612 | 31,020 | 24,505
9  American Stock Exchange....oocveennnens.| 2,150 2,565 2,514 4,869 4,220 3,496 5,526 5,740 4,544 ,304
Customer financing (end-of-period balances, in millions of dollars)
10 Regulated margin credit at brokers/dealers3. .. .. 5,540 8,166 | 9,993 | 10,910 ( 11,332 | 11,438 | 11,984 | 12,626 | 12,307 |........
11 Marginstock4. ............ e e 5,390 7,9 9,740 | 10,660 | 11,090 11,190 | 11,740 | 12,400 | 12,090 |........
12 Convertiblebonds............ccoiiiiiiin., 147 204 250 245 242 247 243 225 216 |ovovunns
13 Subscription iSSUES. ....vvvvrviar e 3 2 2 I N 1 1 1 ) I [
MEemao: Free credit balances at brokers6
14  Margin-acCount. ... ..coovvevenrecnoaeeros 475 585 640 755 700 710 795 825 | 2,464 |........
15 Cash-account.........ccoviesivrennnnnnnes 1,525 1,855 2,060 2,395 2,300 2,295 2,555 2,655 885 |........
Margin-account debt at brokers (percentage distribution, end of period)
16 Total......... PN PN v 100.0 | 100.0| 100.0 ( 100.0 | 100.0 | t00.0 | 100.0 100.0 | 100.0 |........
24.0 12,0 18.0 15.0 16.0 13.0 12.0 15.0 47.0 [........
28.8 23.0 36.0 33.0 34.0 34.0 34.0 36.0 20,0 [...unen
22.3 35.0 23.0 26.0 26.0 25.0 23.0 23.0 15,0 |........
11.6 15.0 11.0 13.0 12.0 14.0 16.0 13.0 8O |o.vun
6.9 8.7 6.0 7.0 7.0 8.0 9.0 7.0 5.0 (........
5.3 6.0 5.0 6.0 5.0 6.0 6.0 6.0 50)........
Special 11 -account bal at brokers (end of period)
23 Total balances (millions of dollars)®.,..........| 7,290 8,776 | 9,910 | 10,516 [ ... lieiiiiidlinnaa i bee e
Distribution by equity status (per cent)
24 Netcreditstatus............ 43.8 41.3 43.4 L I I Y T T I I IR
Debit status, equity of—
25 60 Per CENt OF MOTE, s uvvvrrerrovorvnsans 40.8 47.8 44.9 46,0 |.voviiiifeveinn S P e E N EER R .
26 Lessthan 60 percent.......ccvvencenenns 15.4 10.9 11.7 | R N R D PP | ........................

Td. £

1 Effective July 1976, i new ial group, banks and in-
surance companies. With this change the index includes 400 industrial
stocks ?‘ormerly 425), 20 transportation (formerly 15 rail), 40 public
utility (formerly 60), and 40 financial.

2 Based on trading for a 515-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 is end-of-month data for member firms of the New York
Stock Exchange. )

In addition to assigning a current loan value to margin stock generally,
Regulations T and U permit special Joan valugs 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,

5 Nonmargin stocks are those not listed on a national securities ex-
change and not included on the Federal Reserve System’s list of over-the-
counter margin stocks. At brokers, such stocks have no loan value.

¢ 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
lesls 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 transfers based
on loan values of other collateral in the customer’s margin account or
deposits of cash (usually sales proceeds) occur.

Nott.—For table on “Margin Requirements’’ see p. A-10, Table 1.161.
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1.38 SAVINGS INSTITUTIONS Sclected Assets and Liabilities
Millions of dollars, end of period
: 1978
1975 1976 | 1977 | - ———————— _
Account | Feb. \ Mar, ! Apr. May \ June July \ Aug, \ Sept. ‘ Oct.?
Savings and loan associations®
- —— o JE . _
1 AssetS..ooovivrininnnnnnns 338,233 391 907 ‘459 241 |469 685 475,281 480,947 487,052 (491,576 (498,301 |504,298 |S08,977 i515,216
2 MOFtGABES e v vvvvensvvnerns 278,590 323,005 381,163 387,591 (392,428 397,284 1402,305 (407,965 |411,956 (416,677 420,971 425,093
3 Cash and investment . :
securities ! 30,853 | 35,724 | 39,150 ' 41,599 | 41,823 41,853 : 42,444 | 41,505 | 43,627 | 44,188 | 43,987 | 45,621
4 Other........ 28,790 | 33,178 | 38,928 - 40,495 | 41,030 41,810 : 42,303 | 42,106 | 42,718 | 43,433 | 44,019 | 44,502
5 Liabilities and net worth... .. 338,233 (391,907 (459,241 469,685 475,281 480,947 487,052 |491,576 |498,301 (504,298 (508,977 (515,216
6 Savings capital,............ 285,743 (335,912 (386,800 |391,840 398,992 399,550 |401 ,930 408,586 (411,660 (413,972 |420,405 (422,858
7 Borrowed money........... 20,634 | 19,083 | 27,840 | 28,714 | 29,323 31,904 l 32,759 | 34,270 | 35,730 | 37,219 | 38,595 | 39,920
8 FHLBB.............. .| 17,524 | 15,708 | 19,945 | 20,602 | 21,030 . 22,692 | 23,323 | 24,875 | 26,151 : 27,363 | 28,632 | 29,506
9 Other.......cocovvvinenn. 3,110 3,375 7,895 8,11 8,293 ; 9,212 ; 9,416 9,395 9,579 9,856 9,963 | 10,414
10 Loans in process........... 5,128 | 6,840 9,911 9,902 | 10,414 . 10,937 . 11,386 | 11,632 ( 11,540 | 11,422 | 11,222 | 11,183
11 Otherees oo ivneevennnns 6,949 8,074 © 9,506 | 13,462 | 10,518 | 12,186 : 14,239 10,046 | 11,972 | 13,906 10,676 ; 12,834
| H |
12 Net worth2,............... 19,779 | 21,998 . 25,184 | 25,767 | 26,034 . 26,370 ' 26,738 | 27,042 | 27,399 | 27,779 | 28,079 | 28,421
13 MEemo: Mortgage loan com- , ; ! '
mitments outstanding3, .| 10,673 l 14,826 | 19,875 | 20,614 | 22,308 . 23,398 | 23,939 | 22,927 , 22,393 | 22,047 | 21,648 | 21,337
Mutual savings bdnks“’
14 Assets. ......coovvuneniaans 121,056 |134,812 {147,287 149,528 (150,962 151,383 (152,202 153,175 (154,315 [155,210 {156,110 |........
Loans:
15  Mortgage 77,221 81,630 88,195 | 89,247 | 89,800 | 90,346 | 90,915 | 91,555 | 92,230 | 92,866 | 93,403
16  Other.. , 5,183 6,210 | 7,398 | 7,782 | 7,422 7,907 | 7,771 8,207 | 8,379 | 8,418
Securities:
17 U.S. Government........ 4,740 | 5,840 | 5,895 5,737 | 5,677 | 5,670 | 5,491 5,304 | 5,269 52101 s,172{........
18  Stateand local government.| 1,545 ) 2,417 | 2,828 | 2,808 | 2,850 | 2,915 ) 2,994 ; 3,008 | 3,025 | 3,008 J80 ). ...
19  Corporate and otherd..... 27,992 | 33,793 | 37,918 | 38,605 | 38,964 | 39,146 | 39,225 | 39,427 | 39,639 | 39,592 | 39,639 [........
20 Cash.....oovvvivnnnnnnnns ,330 | 2,355 | 2,401 1,838 1,990 1,940 1,798 | 2,163 | 2,029 | 2,080 | 2,293 {........
21 Other asscts........ e 3,205 { 3,593 3,839 3,895 | 3,899 3,945 3,873 3,946 | 3,915 3,985 | 4,006 [........
22 Liabilities............... .. 121,056 {134,812 (147,287 (149,528 (150,962 (151,383 (152,202 |153,175 (154,315 |155,210 (156,110 |........
23 Deposits. ..o viiveninnnnns 109,873 {122,877 134,017 |135,200 (136,997 |136.931 (137,307 |138,709 (139,128 |139,308 (140,816 |........
24  Regular:d,.......00vu0n 109,291 [121,961 |132,744 |133,846 |135,558 (135,349 [135,785 137,089 137,430 137,690 |139,068 |........
25 Ordinary savings..,....| 69,653 | 74,535 | 78,005 | 77,837 | 78,783 | 78,170 | 78,273 | 77,321 | 76,116 | 75,578 | 75,423 |........
26 Time and other........ 39,639 | 47,426 | 54,739 | 56,009 | 56,775 | 57,179 | 57,512 59,768 | 61,313 | 62,112 | 63,645 |........
27  Other. 58 916 1,272 1,354 1,439 1,582 1,52t 1,620 1.698 1,619 0,747 [ooooos
28 Other liabilities............] 2,755 | 2,884 | 3,292 | 4,155 3,735 | 4,152 | 4,481 3.969 | 4,636 | 5,246 1 4,570 |........
29 General reserve accounts....| 8,428 | 9,052 [ 9,978 | 10,174 | 10,230 | 10,301 | 10,414 | 10,497 | 10,551 | 10,654 | 10,725 |........
30 MiMmo: Mortgage loan com-
mitments outstanding$. .
1,803 | 2,439 | 4,066 | 4,027 | 4,185 4,342 | 4,606 | 4,958 | 4,872 | 4,789 | 4,561 |........
|
Life insurance companies!1
31 ASSEtB. e e vareniinnannaas 289,304 |321,552 (351,722 |356,266 (359,110 (363,269 (366,938 369,879 (374,415 (378,124 |381,050 |........
Securities:
32 Government,............| 13,758 | 17,942 | 19,553 | 19,692 . 19,573 | 19,330 | 19,489 | 19,401 19,447 | 19,563 | 19,638 |........
33 United States?’ . 4,736 | 5,368 | 5,31 5,373 ° 5,229 | 5,08 5,206 98, 5,006 | 5,155 5,156 |........
34 State and local.... ..... 4,508 5,594 6,051 6,071 6,041 5,923 5,915 5,943 5,925 5,884 6,001 .........
35 Foreign8,............. 4,514 | 6,980 | 8,187 3,248 i 8,303 | 8,320 | 8,368 8,474 | 8,516 | 8,524 | 8481 i........
36  BusinesS.......... ceenso|135,317 (157,246 175,654 |179,547 ‘181,441 (184,917 |187,126 {188,500 (192,112 {194,620 |196,152 |........
37 Bonds......... Chevas 107,256 (122,984 141,891 (147,509 148,849 (150,419 |152,267 |153.812 |156.207 [157.888 159,972 [........
38 StockS. i vavieiriaeenan 28,061 | 34,262 | 33, 1763 32,038 | 32,592 | 34,498 | 34,859 | 34,688 | 35,905 | 36,732 | 36,180 |..... ..
39 MOItBABES s ¢ evvrerrnnnaeas 89,167 | 91,552 | 96,848 | 97,475 | 98,022 | 98,585 | 99,190 |100,040 (100,596 (101,602 (102,365 [........
40 Realestate....o.oivenanens 9,621 | 10,476 | 11,060 | 11,218 | 11,213 1 11,269 | 11,537 | 11,540 | 11,562 | 11,538 | 11,583 |........
41 Policy loans. ...oovevvauien 24,467 | 25,834 | 27,556 | 27,839 | 28,024 | 28,246 | 28,431 | 28,649 | 28,843 | 29,067 | 29,290 |........
42 Otherussets......oooouune: 16,971 | 18,502 | 21,051 | 20,495 | 20,837 | 20,922 | 21,165 | 21,749 | 21,855 | 21,734 | 22,022 |........
i
Credit unions
43 Total assets/liabilities and
capital 38,037 | 45,225 | 54,084 | 54,989 | 56,703 | 56,827 | 58,018 | 59,381 ( 59,152 | 60,141 | 61,277 | 60,909
44  Federal. 20,209 | 24,396 | 29,574 | 30,236 | 31,274 | 31,255 | 31,925 | 32,793 | 32,679 | 33,315 | 34,058 | 33,718
45  State. .. 17,828 | 20,829 | 24,510 | 24,753 | 25,429 | 25,572 | 26,093 | 26,588 | 26,473 | 26,826 | 27,219 | 27,191
46 Loans outstanding 28,169 | 34,384 | 42,055 | 42,331 | 43,379 | 44,133 | 45,506 | 47,118 | 47,620 | 49,103 | 50,121 | 50,549
47  Federal.... 14,869 | 18,311 | 22,717 | 22,865 | 23,555 | 23,919 | 24,732 | 25,762 | 25,970 | 26,840 | 27,510 | 27,697
48  State............. 13,300 | 16,073 | 19,338 | 10,466 | 19,824 | 20,214 | 20,774 | 21,356 | 21.650 | 22,263 | 22.611 22,852
49 Savings......ooiieiiiianns 33,013 | 39,173 | 46,832 | 43,093 | 49,706 | 49,931 | 50,789 | 52,076 | 51,551 | 51,772 | 52,867 | 52,468
50  Federal (shares).......... 17,530 | 21,130 | 25.849 | 26,569 | 27,514 | 27,592 | 28,128 | 28,903 | 28,627 | 28,779 | 29,429 | 29,086
51  State (shares and deposns) 15,483 | 18,043 | 20,983 | 21,524 22 192 | 22,339 | 22,661 | 23,173 | 22,924 | 22,993 | 23,438 | 23,382

For notes see bottom of page A30.
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1.39 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Transition
quarter Fiscal Fiscal
Type of account or operation (July- year year 1977 1978 1978
Sept. 1977 1978 _ . _
1976)
H1 H2 H1 Aug. Sept. Oct,
U.S. Budget
1 Receiptsl. .o viiiiiin i 81,772 357,762 401,997 190,278 175,820 210,650 35,040 42,591 28,745
2 Outlayst.. . oooviiiiiiiiiinn 94,742 | 402,803 | 450,758 | 200,350 | 216,781 222,518 39,572 38,935 42,691
3 Surplus, or deficit  (—). —12,970 | —45,041 | —48,761 | —10,072 | —40,961 | —11,870 —4,532 3,655 | —13,946
4 Trust funds.......... —1,952 7.833 12,693 ' 4,293 4,334 3,890 5,922 1,626
5 Federal funds 2,.,........0000s ~11,018 | —52,874 | —61,454 | —17,405 | —45,254 | —16,204 —8,422 —2,267 | —15,572
Off-budget entities surplus, or
deficit (—)
6  Federal Financing Bank outlays...| —2,575 —8,415 | —10,660 -2,075 —6,663 —5,105 —1,056 —1753 ~975
T Otherd.. . iiiiiiiiiirienianenanse 793 —269 354 -—2,086 428 —790 —525 -~29 171
U.S. Budget plus off-budget, in-
cluding Federal Financing Bank
8 Surplu.\',dorl;(lejicit [ T —14,752 | —53,725 | —59,067 | —14,233 | —47,196 | —17,765 —6,113 —2,873 | —14,750
Financed by: )
9 Borrowing from the public...... 18,027 53,516 59,106 16,480 40,284 23,374 9,039 2,821 6,484
10 Cash and monetary assets (de-
crease, or increase {(—))..... -2,899 —2,238 —3,023 —4,666 4,317 —5,098 —956 -9,731 7,082
11 Other 4,00t iiiiiineinas —3713 2,440 2,984 2,420 2,597 —=511 —1,970 9,783 1,184
MEMO ITEMS:
12 Treasury operating balance (level, end
of period)............... .. ... 17.418 19,104 22,444 16,255 12,274 17,526 13,078 22,444 15,545
13 Federal Reserve Banks. ... 13,299 15,740 16,647 15,183 7,114 11,614 12,068 16,647 15,467
14 Tax and loan accounts. .......... 4,119 3,364 5,797 1,072 5,160 5,912 1,010 5,797 78

1 Effective June 1978, earncd income credit payments in excess of
an individual's tax liability, formerly treated as income tax refunds, are
classitied as outlays retroactive to January 1976,

2 Half years calculated as a residual of total surplus/deficit and trust
fund surplus/deficit.

3 Includes Pension Benefit Guaranty Corp. ; Postal Service Fund; Rural
Electrification and Telephone Revolving Fund, Rural Telephone Bank;
and Housing for the Elderly or Handicapped Fund until October 1977,

NOTES TO TABLE 1,38

1 Holdings of stock of the Federal home loan banks are included in
“ather 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 public debt accrucd interest payable to the public; deposit
funds; miscellancous liability (including checks outstanding) and asset
accounts; seignorage; increment on gold; net gain/loss for U.S. currency
valuation adjustment; net gainfloss for IMF valuation adjustment.

Source.—*Monthly Treasury Statement of Receipts and Qutlays of
%07 8U.S. Government,” Treasury Bulletin, and U.S. Budget, Fiscal Year

NOTE.—Savings and loan assoclations: 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.
Even when revised, data for current and preceding year are subject to
t'urt}"ner rc'vision.

4 Includes securities of foreign governments and international org;
tions and nonguaranteed issues of U.S. Government agencies.

S Excludes checking, club, and school accounts. i

6 Commitments outstanding (including loans in process) of banks in
New York State as reported to the Savings Banks Association 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 toreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

9 Data reflect benchmark revisions back to 1977.

10 Data for June, July, and August 1978 have been revised.

11 Data for 1977 and the first 6 months of 1978 have been revised by
the American Council of Life Insurance.

ings banks: Esti 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 companles: Estimates of the American Council of Life
Insurance for all life insurance companies in the United States. Annual
figures are annual-statement asset values, with bonds carried on an
amortized basis and stocks at year-end market value. Adjustments for
interest due and accrued and for differences between market and book
values are not made on each item separately but are included, in total, in
‘‘other assets.” -

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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1.40 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of dollars
Calendar year
Transition
quarter Fiscal Fiscal
Source or type July~ year year 1977 1978 1978
Sept. 1977 1978
1976)
HI1 H2 HI Aug. Sept. Oct.
Receipts
1 Allsourcesl. ovuiviiiiiiinnennnnns 81,772 | 357,762 | 401,997 | 190,278 | 175,820 | 210,650 35,040 42,591 28,745
2 Individual income taxes, net 38,800 | 157,626 180,988 78,816 82,911 90,336 14,784 20,883 15,922
3 ithheld............... 32,949 144,820 165,215 73,303 75,480 82,784 14,370 14,843 15,032
4 Presidential Election Campaign
Fund.......ooiimneennns .. 1 37 39 37 ] KT [ B
5 Nonwithheld, . 6,809 42,062 47,804 32,959 9.397 37,584 868 6,354 1,104
6 Refunds!...............coooiu 958 29,293 32,070 27,482 1,967 30,068 454 314 214
7 Corporation income taxes:
8 Gross receipts. . .o..ou.n 9,808 60,057 65,380 37,133 25,121 38,496 1,509 10,153 2,436
9 Refunds.......ooviiiinnennes e 1,348 5,164 s 2,324 2,819 2,782 388 401 752
10 Social insurance taxes and contribu-
tons, net.......cocovvueinnns 25,760 | 108,683 123,410 58,099 52,347 66,191 15,587 8,515 7,805
11 Payroll employment taxes and
contributions 2, . .,.. ... 21,534 88,196 99,626 45,242 44,384 51,668 12,191 7,485 6,595
12 Self-employment taxes and
contributions 3..,.,...... 269 4,014 4,267 3,687 36 3,892 |.......... 369 [..........
13 Unemployment insurance. . 2,698 11,312 13,850 6,575 4,936 7,800 2,912 162 722
14 Other net receipts 4....... P 1,259 5,162 5,668 2,595 2,711 2,831 484 499 488
15 EXCiSe taXeS.essuuurarionrrrias 4,473 17,548 18,376 8,432 9,284 8,835 1,591 1,637 1,635
16 Customs deposits. 1,212 , 150 6,573 2,519 2,848 3,320 681 610 621
17 FEstate and gift taxes 1,455 7,327 5,285 4,332 2,837 2,587 515 445 477
I8 Miscellaneous receipts 1,612 6,536 7,413 3,269 3,292 3,667 760 747 602
Outlays8
19 Albtypes! ..ovviiiiiii i 94,742 | 402,803 | 450,758 | 200,350 | 216,781 222,518 39,572 38,935 42,691
20 National defense, . ............... 22,307 97,501 105,192 48,721 50,873 52,979 9,742 9,006 9,197
21 International affairs............... 2,180 4,831 ,083 2,522 2,896 2,904 987 387 324
22 General science, space, and
technology......oovvvvvnunns 1,161 4,677 4,721 2,108 2,318 2,395 405 403 367
23 ENCIBY . vvvrvrinnnnierinionnnans 794 4,172 I T P 2,487 620 913 821
24 Natural resources and environment. 2,532 10,000 11,022 [.oooiverion]onannnninn 4,959 982 1,391 878
25 Agriculture. . .......oiiiiiiaiien 584 .52 7,618 2,628 5,477 2,353 386 283 949
26 Commerce and housing credit...... 1,391 -3 3,340 |oiiii i —946 —110 467 2,124
27 Transportation.........oovvevvnes 3,306 14,636 15,460 [ovuviinnifiinenaann, 7,123 1,288 1,572 1,695
28 Community and regional
development.,..........00venn 1,340 6,283 11,255 3,149 4,924 5,928 1,218 1,439 929
29 Education, training, cmployment,
and social services............ 5,162 20,985 25,889 9,775 10,800 12,792 2,716 2,263 2,144
30 Health.....ooviiveieiiivananneas 8,720 38,785 44,529 18,654 19,422 21,391 4,039 3,595 4,037
31 Income security!. .. ... 32,795 137,905 145,640 70,785 71,081 75,201 12,266 12,756 11,815
32 Veterans benefits and services,..... 3,962 18,038 18,987 9,382 9,864 9,603 1,529 1,442 1,647
33 Administration of justice 859 3.600 3,786 1,783 1,723 1,946 317 324 328
34 General government.......... 878 3,357 3,544 1,587 1,749 1,803 340 335 785
35 General-purpose fiscal assistance. ... 2,092 49! 9,377 4,333 4,926 4,665 36 127 2,019
36 Interest 6., ...c..coviiiiiiinnnns 7,246 38,092 44,040 18,927 19,962 22,280 3,539 3,306 3.030
37 Undistributed offsetting receipts 6.7.| —2,567 | —15,053 | —15,772 —6,803 —8,506 ~7,945 —-729 —1,089 —397

1 Effective June 1978, earned income credit payments in excess of an
individual's tax liability, formerly treated as income tax refunds, are
classified as outlays retroactive to January 1976,

2 Old-age, disability and hospital insurance, and Railroad 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 Federal Reserve Banks and other miscel-
laneous receipts.

6 Effective September 1976, “Interest” and “Undistributed Offsetting
Receipts” reflect the accounting conversion for the interest on special
issues for U.S. Government accounts from an accrual basis to a cash basis.

7 Consists of interest received by

trust funds, rents and royalties on

the Outer Continental Shelf, and U.S. Government contributions for
employee retirement.

8 For some types of outlays the categories are new or represent re-
groupings; data for these categories are from the Budget of the United
States Government, Fiscal Year 1979; data are not available for half years
or for months prior to February 1978,

Two categories have been renamed; “Law 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
published earlier.
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1.41 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION
Billions of dollars
1976 1977 1978
Item
June 30 Sept. 30 | Dec. 31 June 30 Sept. 30 Dec. 31 Mar, 31 June 20 Sept. 30
1 Federal debt outstanding............ 631.9 2646.4 665.5 685.2 709.1 729.2 747.8 758.8 780.4
2 Public debt securities. ........coun.s 620.4 634.7 653.5 674.4 698.8 718.9 738.0 749.0 771.5
3  Held by public. .. 470.8 488.6 506.4 523.2 543.4 564.1 585.2 587.9 603.6
4  Held by agencies. . 149.6 146. 1 147.1 151.2 155.5 154.8 152.7 161.1 168.0
5 Agency securities,.o....... .. . . 11.5 11.6 12.0 10.8 10,3 10.2 9.9 9.8 8.9
6 Heldbypublic............. 9.5 29.7 10.0 9.0 8.5 8.4 8.1 8.0 7.4
7 Heldbyagencies,............ut. 2.0 1.9 1.9 1.8 1.8 1.8 1.8 1.8 1.5
8 Debt subject to statutory limit....... 621.6 635.8 654.7 675.6 700.0 720.1 739.1 750.2 772.7
9 Public debt securities.............. . 619.8 634.1 652.9 673.8 698.2 718.3 737.3 748.4 770.9
10 Otherdebt!,,......ccovvieinnnnnn, 1.7 1.7 1.7 1.7 1.7 1.7 1.8 1.8 1.8
11 Mcmo: Statutory debt limit....... . 636.0 636.0 682.0 700.0 700.0 752.0 752.0 752.0 798.0

1 Includes guaranteed debt of Govt. agencies, specified participation
certificates, notes to international lending organizations, and District of
Columbia stadium bonds.

2 Gross Federal debt and agency debt held by the public increased

£0.5 billion due to a retroactive reclassification of the Export-Import Bank
certificates of beneficial interest from loan asset sales to debt, effective
July 1, 1975,

Note.—Data from Treasury Bulletin (U.S. Treasury Dept.),

1.42 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period

1978
Type and holder 1974 1975 1976 1977 _ e
July Aug. Sept Oct. Nov.
1 Total gross public debt. . .................... 492.7 §76.6 653.5 718.9 750.5 764.4 711.5 776.4 |.........
By type:

2 Interest-bearing debt. . 491.6 575.7 652.5 715.2 749.5 763.4 767.0

3 Marketable 282.9 363.2 421.3 459.9 481.0 485.6 485,2

4 Bills. 119.7 157.5 164.0 161.1 160. 1 160.6 160.9

5 Notes. . 129.8 167.1 216.7 251.8 266.6 268.5 267.9

6 Bonds....... 33.4 38.6 40.6 47.0 54.4 56.4 , 56.4

7 Nonmarketablet........ . N P 208.7 212.5 231.2 255.3 268.4 227.8 ¢ 281.8

8 Convertible bonds2, .........o.00iunn s 2.3 2.3 2.3 2.2 2.2 2.2 - 2.2

9 State and local government series......... .6 1.2 4.5 13.9 20.8 24.2 - 24.2

10 Foreignissues3. . .....ooiiviiiiiinnaenen 22.8 21.6 22.3 22.2 20.8 22.2 . 21.7

11 Savingsbonds and notes ... . o vvevveenannn 63.8 67.9 72.3 77.0 79.7 79.9 80.2
12 Government account series4, . ... ... .00 119,1 119.4 129.7 139.8 144.7 149.0 153.3
13 Non-interest-bearing debt......oovnvenven.nn 1.1 1.0 1.1 3.7 1.0 1.0 4.6 9.

By holder:5

14 'U.S. Government agencies and trust funds. .. 138.2 139.1 147.1 154.8 159.3 163.7

15 Federal Reserve Banks, ... ..oovouvivnnnen 80.5 89.8 97.0 102.5 108.9 111.7

16  Private investors. ... ......... i 271.0 349.4 409.5 461.3 482.3 489.0

17 Commercial banks............. 55.6 85.1 103.8 101.4 97.7 95.8
18 Mutual savings banks.......... 2.5 4.5 5. 5.9 5.6 5.5
19 TNSUrance COMPANIEs. . ..o cviveereraanrens 6.2 9.5 12.7 15.1 15.0 15.1
20 Other corporations. . oo vvveriaeeeeaas 11.0 20.2 27.7 22.7 20.0 22.4
21 State and local governments. .., ..o o. .. 29.2 34.2 41.6 55.2 61.7 69.2

Individuals:

22 Savings bonds. 63.4 67.3 72.0 76.7 79.4 79.7 79.8
23 Other securities.........ocvviviennnns 21.5 24.0 28.8 28.6 29.0 29.2 29.4
24 Foreign and international,.............. 58.8 66.5 78.1 109.6 120.5 121.2 1210 oo o]t
25 Other miscellaneous investors7. . ......... 22.8 38.¢0 38.9 46.1 53.4 50.9 S2.9 |iviiuiii i

I Includes (not shown separately): Securities issued to the Rural
Electrification Administration and to State and local governments, de-
positary bonds, retirement plan bonds, and individual retirement bonds.

2 These nonmarketable bonds, also known as Investment Series B
Bonds, may be exchanged (or converted) at the owner's option for 114
per cent, S-year marketable Treasury notes. Convertible bonds that have
been so exchanged are removed from this category and recorded in the
notes category above,

3 Nonmarketable foreign government dollar-denominated and foreign
currency denominated series,

4 Held almost entirely by U.S. Govt, agencies and trust funds,

5 Data for F.R, Banks and U.S. Govt. agencies and trust funds are
actual holdings; data for other groups are Treasury estimates.

6 Consists of the investments of forcign balances and international
accounts in the United States. Beginning with July 1974, the figures exclude
non-interest-bearing notes issued to the Intcrnational Monetary Fund.

7 Includes savings and loan associations, nonprofit institutions, cor-
porate pension trust funds, dealers and brokers, certain Govt. deposit
accounts, and Govt.-sponsored agencies.

Note.—Gross public debt excludes guaranteed agency securities and,
beginning in July 1974, includes Federal Financing Bank security issues.
Data by type of security from Monthly Statement of the Public Debt of
Z"'uu','""“ States (U.S. Treasury Dept.); data by holder from ZTreasury
ulietin,
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1.43 U.S. GOVERNMENT MARKETABLE SECURITIES Ownership, by maturity

Par value; millions of dollars, end of period

A33

1978 1978
Type of holder 1976 1977 . 1976 1977 e .
Aug. Sept. Aug. Sept.
All maturities 1 to § years
T ADholders. .. ...oiiii it aeeaiieenae, 421,276 | 459,927 | 485,557 | 485,155 | 141,132 | 151,264 | 171,890 | 168,474
2 U.S. Government agencies and trust funds............... 16,485 | 14,420 | 13,898 | 13,886 6,141 4,788 ° 3,705 3,705
3 Federal Reserve Banks. ........c.couievrvnernneennnnnns 96,971 | 101,191 | 111,739 | 114,769 | 31,249 } 27,012 . 31,722 | 31,775
4 Private inveStOrS. ... ooy yievasronrsnsnrssssossnsens, 307,820 | 344,315 | 359,919 | 356,501 | 103,742 | 119,464 . 136,462 | 132,993
5 Commercial banks.........coevvenevienn. 78,262 75,36 70,817 70,706 40,005 38,691 41,594 40,733
6  Mutual savings banks 4,072 4,379 3,789 3,740 2,010 2,112 LIS 2,062
7 Insurance companies,.... 10,284 12,378 11,852 11,805 3.885 4,729 5,119 4,991
8 Nonfinancial corporations..,.. 14,193 9,474 9,776 9,092 2,618 3,183 4,819 4,793
9  Savings and loan associations. . 4,576 4,817 4,369 4,369 2,360 2,368 2,470 2,441
10  State and local governments...........cciuvunsn .| 12,252 15,495 =~ 19,394 18,075 2,543 3,875 5,150 4,494
11 AHOthers. ..o i e i et 184,182 | 222,409 : 239,922 | 238,714 50,321 64,505 75,195 73,479
Totat, within 1 year 5 ta 10 years
12 Allholders. .......coiiviiiiiiiiiiininnas Ceeveeenead.| 211,035 | 230,691 | 222,329 | 225,396 | 43,045 | 45,328 | 49,274 | 49,273
13 U.S. Government agencies and trust funds............... 2,012 1,906 2,293 2,281 2,879 2,129 1,987 1,987
14 Federal Reserve Banks........c.ccvvivevinnianincieenn, 51,569 | 56,702 | 56,524 | 59,296 9,148 10,404 | 13,684 | 13,786
15 Private investors.... ... Cereraieessaaareee veeraen veeed| 157,454 | 172,084 | 163,512 | 163,819 31,018 32,795 33,603 33,500
16 Commercial banks. . .o.oveeviiininn i iiiiniiieioes 31,213 | 29,477 19,334 20,007 6,278 6,162 ,630 ,423
17 Mutual savings banks.......ooooiiiieiniiiiiean 1,214 1,400 860 880 . 567 584 551 539
18 Insurance COMPANIEs....... ceevcereesvannunnonssss 2,191 2,398 1,624 1,685 2,546 3,204 2,869 2,931
19 Nonfinancial corporations, .............. 11,009 5,770 4,212 3,655 370 307 376 3it
20  Savings and loan associations. . 1,984 2,236 1,713 1,726 155 143 113 129
21  State and local governments 6,622 7,917 8,392 7,699 1,465 1,283 1,521 1,519
22 Allothers. .. iii i i i e e 103,220 | 122,885 | 127,377 | 128,167 19,637 l 21,112 20,543 20,648
Bills, within | year 10 to 20 years
23 ANNRolders. .. oo oottt it iear it senaecaanian 163,992 | 161,081 | 160,615 | 160,936 ' 11,865 | 12,906 | 16,608 | 16,573
24 U.S. Government agencies and trust funds............... 449 32 2 1 3,102 3,102 3,273 3,273
25 Federal Reserve Banks. ... .ovvveiiniieriniruneenanen 41,279 42,004 45,895 48,160 1,363 1,510 1,928 1.917
26 Private investorS. ... vveeeeussisseesssianaeren veed| 122,264 | 119,035 | 114,719 | 112,775 7,400 8,295 11,407 11,383
27  Commercial banks............ e e 17,303 | 11,996 5,906 5,862 339 456 950 1,060
28  Mutual savings banks.. 454 484 206 199 139 137 135 132
29  Insufance COmMpanies...,....... 1,463 1,187 742 750 1,114 1,245 1,317 1,304
30 Nonfinancial corporations. ......ooevviiiiiiiiiiian.. 9,939 4,329 2,265 1,657 142 133 159 162
31 Savings and loan associations, . ........oiv i 1,266 806 374 373 64 54 57 56
32 State and local governments 5,556 6,092 6,166 5,280 718 890 1,133 £,080
33 Allothers.....iiiiiiie ittt et eiieiania 86,282 94,152 99,060 98,654 4,884 5,380 7,655 7,590
Other, within 1 year Over 20 years
34 Allholders. . ..........oouvuuues PR 47,043 | 69,610 | 61,714 | 64,460 | 14,200 | 19,738 | 25,457 | 25,439
35 U.S. Government agencies and trust funds............... 1,563 1,874 2,291 2,280 2,350 2,495 2,640 2,640
36 Federal Reserve Banks........covvviniveineeiienionien 10,290 14,698 10,630 ° 11,136 3,642 5,564 7,881 7,994
37 Private investors, .......coovuiusse 35,190 53,039 48,793 - 51,044 8,208 11,679 14,936 14,805
38 Commercialbanks.........ccovvveeeinn 13,910 15,482 13,428 . 14,145 427 578 1,309 1,483
39  Mutual savings banks.. 760 916 654 681 143 146 128 128
40 Insurance COMPANICS. ... .. covvruvreererninnnananass 728 1,211 882 934 548 802 923 894
41 Nonfinancial corporations.....covvvviiiiiiiiien i, 1,070 1,441 1,947 {,998 55 81 210 171
42  Savings and loan associations....... e e e, 718 1,430 1,339 1,353 13 16 16 18
43 State and local governments, ....oovee e eniiiriianna.. 1,066 r1,825 2,225 2.419 904 1,530 3,199 3,282
44  Allothers...........ccoiviievvrann. e Cerees 16,938 28,733 28,318 29,513 6,120 8,526 9,152 8.830

sh

Nore.—Direct public issues only. Based on Treasury Survey of Owner-

ip from Treasury Bulletin (U.S. Treasury Dept.),

Data complete for U.S. Govt. agencies and trust funds and F.R. Banks,
but data for other groups include only holdings of those institutions
that report. The following figures show, for each category, the number
and proportion reporting as of Sept. 30, 1978: (1) 5,466 commercial

banks, 464 mutual savings banks, and 727 insurance companics, each
about 90 per cent; (2) 435 nonfinancial corporations and 485 savings and
loan associations, cach about 50 per cent; and (3) 493 Statc and local
governments, about 40 per cent. X

“All others,” a residual, includes holdings of all those not reporting
in the Trcusury 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 — N —
Aug. Sept. Oct. | Sept. 13 ] Sept. 20 | Sept. 27| Oct. 4 | Oct. 11 | Oct. 18
1 U.S. Government securities. .| 6,027 | 10,449 | 10,838 | 11,526 | 9,526 | 9,814 | 8,886 | 9,116 | 10,324 | 9,923 | 9,347 | 10,244
By maturity: )
2 BillSeiiihiiiiiiiiiiinn. 3,889 | 6,676 | 6,746 | 6,074 | 5,552 | 6,286 | 5,263 5,613 1 5,612 | 6,048 [ 6,271 7,182
3 Other within 1 year...... 223 10 237 386 315 420 265 243 437 467 336 292
4 1-Syears........eioiins 1,414 | 2,317 | 2,318 | 2,251 1,863 1,520 1,745 1,610 | 2,425 1,278 1,233 1,234
5 S5-10years........ . 363 1,019 1,148 1,619 802 691 796 732 931 691 640 690
6 Over 10 years..... 138 2! 388 1,196 994 897 818 917 919 1,439 866 846
By type of customer:
7 U.S.Governmentsecurities
dealers............. 885 1,360 1,267 942 921 983 912 801 1,051 976 1,132 965
8 U.S.Governmentsecurities
brokers............. 1,750 3,407 3,709 4,988 3,868 4,052 3,741 3,529 4,238 3,939 3,513 4,523
9 Commercial banks....... 1,451 2,426 2,295 1,908 1,473 1,404 1,420 1,498 1,530 1,504 1,255 1,432
10 Allothers!,............. 1,941 3,257 3,567 3,688 3,263 3,374 2,814 3,228 3,504 3,503 3,446 3,325
11 Federal agency sccurities....| 1,043 | 1,548 693 | 2,077 | 2,172 | 2,024 2,654 | 1,830 | 2,356 | 1,710 | 1,715 | 2,532

! Includes, among others, all other dealers and brokers in commodities
and securities, foreign banking agencies, and the F.R. System.

NoTeE.—Averages for transactions are based on number of trading days
in the period.

Transactions are market purchases and sales of U.S. Govt, securities
dealers reporting to the F.R. Bank of New York, The figures exclude
allotments of, and exchanges for, new U.S. Govt, securities, redemptions
of called or matured securities, or purchases or sales of securities under
repurchase, reverse repurchase (resale), or similar contracts.

1.45 U.S. GOVERNMENT SECURITIES DEALERS Positions and Sources of Financing

Par value; averages of daily figures, in millions of dollars

|. 1978 1978, week ending Wednesday—
Item 1975 1976 1977 -
Aug. Sept. Oct. Aug. 23 |Aug. 30| Sept. 6 | Sept. 13 ] Sept. 20 | Sept. 27
Positions2

1 U.S. Government securities. .| 5,884 7,592 | 5,¥72 | 2,753 | 2,948 | 1,428 | r1,915| 2,831 | 2,931 3,792 | 3,906 | 1,490

2 Bills.eiiooeveeiiiiina, 4,297 6,290 4,772 2,330 2,824 1,743 | r2,220 2,362 2,579 3,338 3,853 1,789

3 Other within I year...... 265 188 99 348 405 462 258 291 236 JoR 430 445

4 1-Syears....... 886 515 60 —64 —320 —593 —555 58 —-23 —67 —456 —480

5 5-10 years, 300 402 92 218 11 -207 89 169 140 177 22 —194

6 Over 10 years..... 136 198 149 —78 28 23 -98 —48 1 —25 58 -70

7 Federal agency securities, . .. 943 729 693 656 977 234 r567 996 994 1,093 i,161 800

|
Sources of financing3
8 Al SOUECEB. oo evvrreannss, 6,666 | 8,715 | 9,877 ( 11,041 | 11,558 | 10,430 | 11,006 | 11,176 | 11,600 | 12,616 | 12,814 | 10,122
Commercial banks:

9 New York City.......... 1,621 1,896 1,313 608 997 385 733 611 929 1,293 1,213 626
10  Outside New York City...| 1,466 1,660 1,987 2,370 2,344 2,105 2,593 2,288 2,184 2,478 2,904 2,069
11 Corporations?...... P 842 1,479 | 2,358 | 2,501 | 2,287 2,396 | 2,505 | 2,590 | 2,499 2,506 | 2,295 | 2,096
12 Allothers.......covevnn.. 2,738 3,681 4,170 5,563 5,930 5,543 5,175 5,687 5.988 6,338 6,402 5,331

U All business corporations except commercial banks and insurance
companies.

2 New amounts (in terms of par values) of securities owned by nonbank
dealer firms and dealer departments of commercial banks on a commit-
ment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase. The maturities of some re-
purchase agreements are sufficiently long, however, to suggest that the
securities involved are not available for trading purposes, Securities
owned, and hence dealer positions, do not include securities purchased
under agreements to resetl,

3 Total amounts outstanding of funds borrowed by nonbank dealer

firms and dealer departments of commercial banks against U.S. Govt.
and Federal agency securities (through both collateral loans and sales
under agreements to repurchase), plus internal funds used by bank dealer
departments to finance positions in such securities, Borrowings against
securities held under agreement to resell are excluded where the borrowing
contract and the agreement to resell are equal in amount and maturity,
that is, a matched agreement.

Note.—Averages for positions are based on number of trading days
in t.h%period; those for financing, on the number of calendar days in the
period,
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1.46 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dollars, end of period
!
1978
Agency 1975 1976 i 1977 I e .
Apr, May June July Aug. Sept.
1 Federal and Federally sponsored agencies. ... .. 97,680 | 103,325 | 110,409 | 115,903 | 119,728 | 121,239 | 123,497 | 124,478 | 126,579
2 Federal agencies. ......vevvevnnnn. vevveneed| 19,0460 20,896 | 23,245 | 23,766 | 23,864 | 23,983 | 24,145 | 23,686 | 24,321
3  Defense Department!. .....oooiiiiiiian, 1,220 1,113 983 949 935 926 916 906 897
4  Export-Import Bank2:3,,...........c...en, 7,188 7,801 9,156 9,416 9,416 9,455 9,455 9,455 9,891
5  Federal Housing Administration4........... 564 575 581 607 608 606 603 603 601
6 Government National Mortgage Association
participation certificates$, ... . 4,200 4,120 3,743 3,701 3,701 3,701 3,666 3,166 3,166
7  Postal Serviceb............. 1,750 2,998 2,431 2,431 2,364 2,364 2,364 2,364 2,364
8 Tennessee Valley Authority....... 3,915 5,185 6,015 6,310 6,485 6,575 6,785 6,835 7,045
9  United States Railway Associationé,........ 209 104 336 352 355 356 356 357 357
10 Federally sponsored agencies.. ... ... [, 78,634 81,429 87,164 92,137 95,864 97,256 99,352 ' 100,792 | 102,258
11 Federal home loan banks, . ............ 18,900 16.811 18,345 20,163 22,217 ' 22,306 23,430 24,360 25,025
12 Federal Home Loan Mortgage Corporauon 1,550 1,690 1,686 1,639 1,637 1,937 1,937 1,937 2,063
13 Federal National Mortgage Association ..... 29.963 30,565 31,890 34,024 35,297 36,404 36,900 37,518 38,353
14 Federalland banks..............0o0vuan, 15,000 17,127 19,118 19,686 19,686 19,686 | 20,198 | 20,198 | 20,198
[5 Federal intermediate credit banks, . 9,254 10,494 11,174 10,977 11,081 11,257 11,392 11,482 11,555
16 Banks for cooperatives,........ccooveriea, 3,655 4,330 4,434 5,046 5,264 4,974 4,788 4,570 4,317
17  Student Loan Marketing Association?....... 310 410 515 600 680 690 705 725 745
18 Other............ Ceveeaesraterarrean 2 2 2 2 2 2 2 2
MEMO ITEMS:
19 Federal Financing Bank debt6:8............... 17,154 28,711 38,580 42,964 43,871 44,504 45,550 46,668 48,078
Lending to Federal and Federally sponsored
agencies:
20 Lxport-Import Bank3.............c.o0uts 4,595 5,208 5,834 6,094 6,094 6,132 6,132 6,132 6,568
21 Postul Serviceb...............oiu 1,500 2,748 2,181 2,181 2,114 2,114 2,114 2,114 2,114
22 Student Loan Marketing Assoc 310 410 515 600 680 690 705 725 745
23 Tennessee Valley Authority........ 1,840 3,110 4,190 4,485 4,660 4,750 4,960 5,010 5,220
24  United States Railway Associations. ... . 209 104 336 352 355 356 356 357 357
Other lending:9
25  Farmers Home Administration,............ 7,000 10,750 16,095 19,120 20,090 20,910 21,580 22,275 22.275
26  Rural Electrification Administration........ 566 1,415 2,647 3,323 7 3,498 3,602 3,684 3,919 4,192
27 Other.......... s eseeaa e 1,134 4,966 6,782 6,809 " 6,380 5,950 6,019 6,136 6,607

| Consists of mortgages assumed by the Defense Department between
1957 and 1963 under family housing and homcowners assistance programs.
o 2 Incllugd7c6s participation certificates reclassified as debt beginning

ct. 1

3'Off-budget Aug, 17, 1974, through Sept, 30, 1976; on-budget thereafter.

4 Consists of debentures issued in paymcnt of Federal Housing Ad-
ministration insurance claims. Once issued, these securities may be sold
privately on the sccurities market.

3 Certificates of participation issued prior to fiscal 1969 by the Govern-
ment National Mortgage Association acting as trustee for the Farmers
Home Administration; Department of Health, Education, and Welfare;
Department of Housmg and Urban Developmcnt Small’ Business Ad-
ministration; and the Veterans Administration.

6 Oﬁ‘-budget.

7 Unlike other Federally sponsored agencics, the Student Loan
Markcum, Association may borrow from the Federal Financing Bank
(FFB) since its obligations are guaranteed by the Department of Health,
Education, and Welfare.

8 The FFB which began operations in 1974, is authorized to purchase
or sell obligmions issued, sold, or guaranteed by other Federal agencies,
Since FFB incurs debt solely for the purpose of lending to other agencies,
its debt is not included in the main portion of the table in order to avoid
double counting.

9 Includes FEB purchases of agency assets and guaranteed loans;
the latter contain loans guaranteed by numerous agencies with the
guarantees of any particular agency being generally small, The Farmers
Home Administration item consists exclusively of agency assets, while the
Rural Electrification Administration entry contains both agency assets
and guaranteed loans,
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1.47 NEW SECURITY ISSUES of State and Local Governments

Muillions of dollars

1978
Type of issue or issuer, 1975 1976 1977
May June” July Aug.r | Sept.” Oct.
1 All issues, new and refunding 1....... e teriieere s 30,607 | 35,313 | 46,769 | 75,515 4,363 3,909 6,392 2,280 3,100
By type of issue:
2 General obligation. 16,020 | 18,040 | 18,042 2,222 1,986 1,064 2,157 699 1,136
3 Revenue.............. 14,511 | 17,140 | 28,655 | 3,273 | 2,369 | 2,842 | 4,226 1,574 1,951
4 Housing Assistance Administration 2.........coveeenn|iovvinni]erinicioi]orviniiadiiniiafiiiier e e e
5 U.S. Government loans.,........ 76 133 72 20 8 3 9 7 13
By type of issuer:
6 SHAe. ... ... ciieiiia i 7,438 7,054 6,354 884 912 650 919 84 546
7 Specml district and statutory authorny. . 12,441 | 15,304 | 21,717 2,220 1,461 2,168 3,106 1,561 1,565
8 Municipalities, counties, townships, school d 10,660 | 12,845 | 18,623 | 72,391 1, ’981 1,088 2,359 627 975
9 Issues for new capital, total, .. ... covvei e, 29,495 | 32,108 | 36,189 | r3,152 | 3,869 | 3,484 | 3,345 | 2,216 | 3,014
By use of proceeds:
10  Education. 4,689 4,900 5,076 664 406 499 277 399 308
11 Trunsportatlon ...... 2,208 | 2,586 2,951 130 359 291 632 298 420
12 Utilities and conserva on 7,209 9,594 8,119 557 819 942 686 688 826
13 Social welfare. 4,392 6,566 8,274 966 698 1,235 955 501 1,137
14 Industrial aid.. 445 483 4,676 k)l 421 238 338 88 152
15 Other purposes. .. ... cocvvvievurraoes 10,552 7,979 7,093 464 1,166 279 457 242 171
1 Par amounts of long-term issues based on date of sale. Source.—Public Securities Association,
2 Only bonds sold pursuant to the 1949 Housing Act, which are secured
by contract requiring the Housing Assistance Admmlstmtlon to make
annual contributions to the local authority.
1.48 NEW SECURITY ISSUES of Corporations
Millions of dollars
1978
Type of issue or issuer, 1975 1976 1977
or use
Mar. April May June July Aug.
1 All issues 1 53,619 | 53,488 | 54,205 | 4,442 | 3,285 4,035 | 5,215 | 4,226 | 3,311
2 BOMAS. .o eeee et e, e 42,756 | 42,380 | 42,193 | 3,620 | 2,811 | 2,996 | 3,810 | 3,718 | 2,529
By type of offering:
3 Public.......... 32,583 | 26,453 | 24,186 1,902 1,958 1,719 1,744 ; 2,177 1,497
4  Private placement.. e 10,172 | 15,927 | 18,007 1,718 853 1,277 2,066 1,541 1,032
By industry group:
5  Manufacturing 16,980 | 13,264 | 12,510 1,155 534 837 1,105 675 485
6 Commercial and 2,750 | 4,372 | 5,887 428 421 314 562 417 414
7  Transportation 3,439 4,387 2,033 217 291 244 225 235 115
8  Public utitity. . 9,658 | 8,29 8,261 631 505 885 815 768 521
9 Commumcauon . 3,464 2,787 3,059 291 35 ... 344 326 546
10 Real estate and financ 6,469 | 9,274 | 10,438 898 1,027 714 761 1,296 448
11 StOCKS . . v v vt vrervieeienrarnnarensoessintnannreenns 10,863 | 11,108 | 12,013 822 474 | 1,039 | 1,405 508 782
By type:
12 Preferred 3,458 | 2,803 | 3,878 148 235 390 586 57 157
13 Common.. 7,405 8,305 8,135 674 239 649 819 451 625
By industry group:
14 Manufacturing. . coveenvvrnassoeraanaans e 1,670 2,237 1,265 74 15 41 366 167 236
15 Commercial and mlscellaneou 1,470 1,183 1,838 94 183 90 245 167 110
16 Transportation 1 24 418 |........ 28 20 38 40 [........
17  Public utility. . 6,235 | 6,121 6,058 627 238 800 429 31 354
18 Communication. . 1,002 77 1,379 Lo oiieveanfonnnanan 5 27 6
19 Real estate and fiNAnCial. ... ....eneeonnnerernreoonns 488 71 1,054 28 10 88 320 76 75

1 Figures, which represent gross proceeds of issues maturing in more
than 1 year, sold for cash in the United States, are principal amount or
number of units muitiplied by offering price. Excludes offerings of less
than $100,000, secondary offerings, undefined or exempted issues as
defined in the Securities Act of 1933, employee stock plans, investment

companies other than closed-end, intracorporate transactions, and sales to
foreigners.

Q

SOURCE. ities and E Commission.
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1.49 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position
Millions of dollars
1978
Item 1976 1977
Apr. May June July Aug. Sept. Oct.
INVESTMENT COMPANIES
excluding money market funds
1 Salesofownsharesl................. e 4,226 6,401 625 558 487 474 638 519 463
2 Redemptions of own shares , 80! 6,027 580 831 757 645 882 673 607
3 —2,496 357 45 ~273 —-270 - 181 —244 —154 —144
4 47,537 45,049 | 46,594 | 46,969 | 46,106 | 47,975 | 49,299 | 48,151 | 43,462
5 2,747 3,274 4,592 4,642 4,493 4,285 3,948 , 3,869
6 4,790 41,775 ,002 | 42,327 | 41,613 | 43,690 | 45,351 | 44,448 | 39,593
1Includes reinvestment of investment income dividends, Excludes 4 Also includes all U.S. Government securities and other short-term

reinvestment of capital gains distributions and share issue of conversions

from one fund to another in the same group.

2 Excludes share redemption resulting from conversions from one fund

to another in the same group.

3 Market value at end of period, less current liabilities.

debt securities,

Note.—Investment Company Institute data based on reports of mem-
bers, which comprise substantially all open-end investment companies
registered with the Securities and Exchange Commission, Data reflect

newly formed companies after their initial offering of securities.

1.50 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annual rates,

1977 1978
Account 1975 1976 1977

Ql Q2 Q3 Q4 Ql Q2 Q3»
1 Profits before tax.....coovvveineienieiiaass 120.4 | 155.9 | 173.9 | 164.8) 175.1 ( 177.5 ( 178.3 | 172.1} 205.5 | 208.6
2 Profits tax liability g 49.8 64.3 71.8 68.3 72.3 72.8 73.9 70.0 85.0 86.
3 Profits after tax... . 70.6 91.6 102.1 96.5 102.8 104.7 104.4 102.1 120.5 122.0
4 Dividends,....... . 31.9 37.9 43.7 41.5 42.7 44.1 46.3 47.0 48.1 50.1
5 Undistributed profits . 38.7 53.7 58.4 55.0 60.1 60.6 . 55.1 72.4 71.9
6 Capital consumption allowances.,.............. 89.2 97.1 106.0 102.0 | 105.0 107.6 109.3 111.3 113.3 115.4
7 Netcashflow..o.ovviivnivninninn, Jq 127.9 | 150.8 | 164.4 | 157.0 | 165.1 168.2 | 167.4 | 166.4 | 185.7 | 187.3

Sourct.—Survey of Current Business (U.S. Dept. of Commerce).
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1.51 NONFINANCIAL CORPORATIONS Current Assets and Liabilities
Billions of dollars, except for ratio
1976 1977 1978
Account 1974 1975 o
Q3 Q4 Ql Q2 Q3 Q4 Qir Q2
1 Current assets.........c.covuneeiiasranneses 734.6 | 756.3 | 817.4 ‘ 823.1 | 842.0 | 856.4 | 880.3 | 900.1 | 924.2 | 953.6
2 Cash......c.oiiiiiiiiiiiiiiiiiieiieiias 73.0 80.0 79.5 86.8 80.8 83.1 83.4 94.2 88.5 90.9
3 U.S. Government SCCUFiti€S. .y veirerrnen 1.3 19.6 24,1 26.0 26.8 22,1 21.5 20.9 20.9 19.7
4  Notes and accounts receivable. 265.5 272.1 297.9 292.4 304.1 312.8 326.9 325.7 338.3 i 356.8
5 Inventories............... 318.9 | 314.7 | 342.2 | 341.4 | 352.1 358.8 | 367.5| 375.0| 389.7 399.1
6 Other....... 65.9 69.9 73.6 76.4 78. 79.6 81.0 84.3 86.8 87.0
7 Current liabilities................coovoiiiiin 451.8 | 446.9 | 484.0 | 487.5 | 502.6 | 509.5 | 528,9 | 543.2 | 570.4 ! 590.6
8 Notes and accounts payable................ 272.3 261.2 | 271.2 273.2 280.2 286.8 297.8 306.8 317.2 331.4
L T 6 T + T 179.5 185.7 212.8 214,2 222.4 222.7 231.1 236.3 253.2 259.2
10 Net working capital..............coooiiinnn 282.8 | 309.5 | 333.4 | 335.6 | 339.5| 346.9 | 351.4 | 357.0 | 353.8| 363.0
11 Memo: Current ratiol 1.626 1.693 1.689 1.688 1.675 1,681 1.664 1.657 1.620 1.615
1 (Total current assets)/(Total current liabilities). Source.—Federal Trade Commission,
Note.—For a description of this series see *Working Capital of Non-
financial Corporations® in the July 1978 BULLETIN, pp. 533-37.
1.52 BUSINESS EXPENDITURES on New Plant and Equipment
Billions of dollars; quarterly data are at seasonally adjusted annual rates.
1977 1978
Industry 1977 19782 h N T
Q1 Q2 Q3 Q4 Qt Q2 Q3 Q42
1 Allindustries.................. P 135.72 | 152.28 | 130.16 | 134.24 | 140,38 | 138.11 | 144.25 | 150.76 | 155.13 | 158.98
Manufacturing
2 Durable goods industries. . .... .| 27.75 | 31,53 26.30 | 27.26 | 29.23 | 28,19 | 28.72 | 31.40 | 32,11 33,89
3 Nondurable goods industries. o 32,33 36.23 | 30.13 | 32.19 | 33.79 | 33.22 | 32.8 | 35.80 | 36.54 | 39.72
Nonmanufacturing
4 Mining............. Ceeseenanas 4.49 4.78 4.24 4.49 4.74 4.50 4.45 4.81 4.80 5.07
Transportation:
5 Railroad........... g0 2.82 3.28 2,71 2.57 3.20 2.80 3.35 3.09 3.64 3.05
6 Aifiiriiareaan B 1.63 2.45 1.62 1.43 1.69 1.76 2.67 2.08 2.97 2.08
7 Other..ovounnn.. . . 2.55 2,27 2.96 2.96 1.96 2.32 2,44 2,23 2,37 2,05
Public utilities:
8 Electric,..o..vun. veeeseae] 21,57 24,49 21,19 | 21.14 ) 21,90 | 22,05 23.15] 23.83 | 25.04 | 25.94
9 Gas and other,, ., 4.21 4.48 4.16 4.16 4.32 4.18 4.78 4,62 4,22 4.28
10 Communication......,. Lo 1543 ..., 14,19 15.32 16.40 15,82 17.07 18.18 44| 42.9
11 Commercial and otheri, .. ] o229 [l 22,67 | 22.73 | 23.14 | 23127 | 24.76 | 2471 } 4. -90

1 Includes trade, service, construction, finance, and insurance.

2 Anticipated by business.

Note.—Estimates for corporate and noncorporate business, excluding

agriculture; real estate operators; medical, legal, educational, and cultural

service; and nonprofit organizations,

SOURCE.—Survey of Current Business (U.S. Dept. of Commerce).
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1.521 DOMESTIC FINANCE COMPANIES Assets and Liabilities
Billions of dollars, end of period
1977 1978
Account 1972 1973 1974 1975 1976 -
Q3 Q4 Q! Q Q3
ASSETS '
Accounts receivable, gross
1  Consumer.,....... e e, 31.9 35.4 36.1 36.0 38.6 42.3 44.0 : 44.5 47.1 49.7
2 Business 27.4 32.3 37.2 39.3 4.7 50.6 55,2 ' 57.6 59.5 58.3
3 Total....... Cereeereens o 59.3 67.7 73.3 75.3 83.4 92,9 99.2 | 102.1 106.6 108.0
4 Less: Reserves for unearned income and losses 7.4 8.4 9.0 9.4 10,5 11,7 12.7 ; 12.8 14.1 14,3
5 Accounts receivable, net. . .......ooiiiiiine, 51.9 59.3 64.2 65.9 72.9 81.2 86.5 ~ 89.3 92.6 93.7
6 Cash and bank deposits. ... . 2.8 2.6 3.0 2.9 2.6 2.5 2.6 2.2 2.9 2.7
7 Securities. . vveiirreias 9 .8 .4 1,0 1.1 1.8 .9 1.2 1.3 [.8
8 Allother............ Ceerasaeaees 10.0 10.6 12,0 11.8 12.6 14.2 14.3 15.0 16.2 17.1
9 Total asgets.covuveveiireieenss cereas [ 65.6 73.2 79.6 81.6 89.2 99.6 104.3 107.7 112.9 115.3
LIABILITIES
10 Bank loans........oeviuuns Cereaaaes P 5.6 7.2 9.7 8.0 6.3 5.4 5.9 5.8 5.4 5.4
1 CDommercial PAPEr. vevereerennes ereearseees 17.3 19.7 20.7 22,2 23.7 25.7 29.6 29.9 3t.3 29.3
ebt:
12 Short-term, nec.. . .ooiune e reisernaeeias 4.3 4.6 4.9 4.5 5.4 5.4 6.2 5.3 6.6 6.8
13 Long-term, Ne.Covuvrueannnss [N 22,7 24.6 26.5 27.6 2.3 34.8 36.0 38.0 40.1 41.3
14 Other......ooovvve Ceriieaes et 4.8 5.6 5.5 6.8 8.1 13.7 11.5 12.9 13.6 15.2
15 Capital, surplus, and undivided profits.,.......| 10.9 11,5 12.4 12,5 13.4 14.6 15.1 15.7 16.0 17.3
16 Total liabilities and capital. ................... 65.6 73.2 79.6 81.6 89.2 99.6 104.3 | 107.7 112.9 115.3
Norte.~——Components may not add to totals due to rounding.
1.522 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
Accounts receivable during-——
receivable —
Type outstand-
ing Sept. 30, 1978 1978 1978
19781 i JRUSN [Rpu - —
July Aug. Scpt. July Aug. Sept. July Aug. Sept.
1 Total....... PSP e 58,324 284 716 —234 | 14,688 | 15,417 | 15,530 | 14,404 | 14,70t | 15,764
2 Retail automotive (commercial vehicles)..... 13,732 111 247 209 1,073 1,222 1,202 962 975 993
3 Wholesale automotive. . ...vovvevnenrnines 10,150 103 -77 —506 6,148 6,314 6,119 6,045 6,391 6,625
4 Retail paper on busine strial, and
farm equipment.... Ceves e 15,647 210 295 —154 1,324 1,225 1,198 1,114 930 1,352
5 Loans on commercial accounts receivable 4,316 —140 -~19 150 2,748 3,269 3,454 2,888 3,288 3,304
6 Factored commercial accounts receivable 2,472 —11 55 83 1,716 1,481 1,584 1,727 1,426 1,501
7 All other business credit, .o ovviveeene.. 12,007 11 215 —16 1,679 1,906 1,973 1,668 1,691 1,989

1 Not seasonally adjusted.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted,
1978
Item 1975 1976 1977
May June July Aug. Sept. Oct.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
Conventional mortgages on new homes
Terms:!
1 Purchase price (thous. dollars)............ 44.6 48.4 54,3 59.8 62.6 61.9 63.6 r64.6 66.8
2 Amount of loan (thous. dollars).......... 33.3 35.9 40.5 44.2 45.9 45.3 46.4 46.7 48.6
3 Loan/price ratio (per cent)s «eoevsveereonn 74.7 74.2 76.3 15.5 75.6 75.3 75.3 r74.1 74.4
4 MaAturity (YEars).. ... ovveveeeenncenaass 26.8 27.2 27.9 27.7 28.3 28.2 28.0 27.8 28.0
5 Fees and charges (per cent of loan amount)2. 1.54 1.44 1.33 1.34 1.40 1.40 1.43 1.36 1.37
6 Contract rate (per cent per annum)....... 8.75 8.76 8.80 9.14 9.23 9.34 9.45 9.50 9.6l
Yield (per cent per annum):
7 FHLBB series3............. e reenaiiaas 9.01 8.99 9.01 9.37 9.46 9.57 9.70 9.73 9.83
8 HUD series4,............ erererienes .. 9,10 8.99 8.95 9.60 9.75 9.80 9.80 9.80 4.95
SECONDARY MARKETS
Yields (per cent per annum):
9 FHA mortgages (HUD series)S,.......... 9.19 8,82 7.96 9.67 |oveeunees 9.92 9.78 9.78 9.93
10 GNMA securities6.......covvvivviiienas 8.52 8.17 8.04 8.71 9.05 9.16 8.96 8.95 9.16
FNMA auctions:?
11 Government-underwritten loans. ....... 9,26 8.99 8.73 9.66 9.91 10.01 9.81 9.78 10.03
12 Conventional loans. ... oooovvenienn 9.37 9,11 8.98 9.90 10.10 10.19 10.11 10.02 10.19
Activity in secondary markets
FEDERAL NATIONAL
MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
13 ofal. ...l e . 31,824 | 32,904 | 34,370 | 37,937 | 38,753 | 39,409 | 40,325 | 41,189 | 41,957
14 FHA-insured, . 19,732 18,916 18,457 19,382 19,608 19,763 20,034 20,325 20,625
15 VA-guaranteed 9,573 ,212 315 10,255 10,398 10,457 10,535 10,575 10,565
16 Conventional..........ccviveiiieiinaes 2,519 4,776 6,597 8,300 8,747 9,189 9,752 10,289 10,767
Mortgage transactions (during period)
17  Purchases................ e, 4,263 3,606 497 1,551 1,148 945 1,230 1,132 1,053
1B Sales.....oovvvirinriiininercnnes P 86 |.........[.... PP D P P P T e
Mortgage commitments:8
19 Contracted (during period).e.vecevervinins 6,106 6,247 1,333 3,439 1,517 927 527 882 1,900
20 Outstanding (end of period).o.vvcvivin.nen. 4,126 3,398 4,698 10,271 10,395 10,171 9.419 9,068 9,547
Auct