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Monetary Policy Report to the Congress

Report submitted to the Congress on February 7,
1984, pursuant to the Full Employment and
Balanced Growth Act of 1978.!

THE OUTLOOK FOR THE I:CONOMY IN 1984

Conditions in the national economy took a decid-
ed turn for the better in 1983. Real gross national
product rose 6 percent over the four quarters of
the year, close to the experience during the first
years of past cyclical recoveries but well above
earlier projections. Although unemployment re-
mained painfully high, rising production spurred
gains in employment large enough to cut the
unemployment rate by 2V2 percentage points
over the course of the year. At the same time,
most broad measures of prices and wages record-
ed further progress toward lower inflation. In
short, the performance of the economy in 1983
suggested that the immediate objective of permit-
ting sufficient growth in monctary and credit
aggregates to foster a solid economic recovery,
while not encouraging developments that would
rekindle inflationary pressures, was achieved.
But success cannot be measured by perform-
ance during any one year, and in some respects
the first year of recovery—beginning in the con-
text of excess capacity and high unemploy-
ment—provided the most favorable environment
for combining economic growth with progress
toward price stability.  The more stringent and
meaningful test will come as we seek to maintain
the momentum of expansion and the progress
toward stability while the margin of unemployed
resources diminishes. Moreover, developments
in 1983 were marred by certain structural imbal-
ances, particularly in the federal budget and in

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

foreign trade, that represent risks to orderly
progress.

At present, the prospects for extending the
economic gains of the past year into 1984 appear,
by and large, to be good. Economic growth
slowed in the final quarter of 1983, with real GNP
up 4V percent at an annual rate. A continuation
of growth in that general range would be consis-
tent with significant progress toward lower unem-
ployment this year and with sustained expansion
in a framework of greater price stability in the
years beyond.

As is typical, the composition of output is
likely to change as the cyclical expansion moves
through its second year. Business investment in
plant and equipment can be expected to provide
a greater share of the impetus to economic
growth, reflecting continuing gains in sales, ris-
ing capacity utilization, and improved profitabili-
ty. Conversely, 1984 probably will see smaller
contributions to growth from those sectors that
lent early strength to the recovery. Housing
activity surged early in 1983, largely in reaction
to the sizable declinec in mortgage rates that
started in mid-1982; absent an appreciable move-

Objectives for money and credit growth for 1984
Percent

Tentative Ranges
Monetary New ranges | ranges for for 1983
aggregate for 1984 1984 set in | established
July 1983 in July 1983
.5 A 6to 9 6!4 to 9% 7 to 102
M3............ 6109 6109 6% to 9%
| § RPN Ve 4t08 4t08 Sto9
Domestic -
nonfinancial .
sector debt. 8to 1l 8to 11 8hto 11

1. Ranges apply to periods from fourth quarter to tourth quarter,
except as specified.

2. Range applies to period from February-March 1983 to fourth
quarter of 1983,

3. Range applics to pertod from second quaiter of 1983 to fourth
quarter of 1983.
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ment in mortgage rates from current levels,
homebuilding can be expected to be more stable
this vear. Consumption spending. whose up-
swing strongly  boosted aggregate demand in
1983, is likely to decclerate in the coming year:
for the first time in several vears. spendable
income will not be enhanced by a major federal
tax cut, and any considerable further decline in
the saving rate appears improbable. Inventory
behavior is alwayvs uncertain: however. with the
liquidation and initial accumulation phases of the
cvele complete. inventory investment in 1984 is
likely 1o add less 1o cconomic growth than it did
in 1983, Stocks will probably remain low relative
to sales. since high financing costs and new
methods of inventory control are a restraining
influence.

The prospects for continued progress against
inflation have been improved by better produc-
tlivity performance. more realistic wage bargain-
ing, and a more compelitive environment tor
price decisions. The supply—demand situation in
the oil market suggests that another inflationary
shock from that source is unlikely, and indicators
of inflation expectations have remained at lower
levels thus tar in the recovery. These factors all
provide favorable portents for the future. but
they will be tested as economic eapansion con-
tinues. The firmer labor and product markets
that are normally associated with the second
vear of an cconomic recovery could cause some
cyelically sensitive prices 1o rises a social securi-
v tax incrcase for employvers will boost labor
costs: food prices are likely to be higher than
they otherwise might have been because of the
effects of last summer’s drought on meat prices.

While these latter forees need not in and of

themselves mean the underlying trend toward

lower rates of inflation has ended, they could, if

associated with other lactors, tend to increase
inflation ¢xpectations and generate broader pres-
sures on prices and wages. One ol the possibili-
ties is that the competitive forees associated with
the appreciation of the dollar and the ample
availability of goods from abroad—which have

been exerting downward pressures on the rate of

inflation—could recede. More fundamentally, as
margins ol excess capacity diminish—to the van-
ishing point in a few industriecs—and as the
availability of experienced labor declines. there
may be temptations to revert to the pricing and

. February 1984

wage bargaining patterns characteristic of earlier
vears of rapid inflation.

Furthermore, as time passes. the imbalances
associated with the current expansion will pose
increasing risks. The second year of an expan-
sion of ecconomic activity is likely to bring with it
growing business credit demands. At the same
time. unless decisive action is taken, the federal
government deficit will continue 1o drain oft an
extremely large portion of avaiiable net saving in
the cconomy. With no casing of the tensions in
credit markets, interest-sensitive sectors, such
as housing and long-term business investment, in
all probability will continue to operate well be-
low their underlying potential and below the
levels consistent with sustained. balanced eco-
nomic growth and a strong productivity perform-
ance,

The large federal government deficit has had
repercussions for the international ecconomy as
well. By adding 1o pressures on domestic credit
markets. it has helped induce an inflow of capital
from abroad. c¢xerting upward pressure on the
dollar, even as our trade and current account
balances have deteriorated. l'urther deteriora-
tion in the external balance is expected this year.
and that trend and level of imbalance cannot be
sustained indefinitely. Under these circum-
stances. it certainly is questionable whether we
can count on the continuing cagerness of foreign-
ers 1o invest in increasing amounts of dollar-
denominated assets. and this has significant im-
plications for potential developments in credit
and exchange markets. Lven if the recent trends

Federal Reserve objectives for money and credit in
1982 and actual growth

Percent
Ranges Actual growth
Monetary for 1983
aggregate established Revised 0Old
1n July 1983 data data
7 to 10 8.3 7.8
6% to 92 9.7 9.2
Sto 9 7.2 55
Domestic
nonfinancial
sector debt. 8 to 114 10.5 10.5

1. Range applies o penod from February Minceh 1983 1o fomth
quarier ol 1981,

2. Range apphies to period trom fointh qutarter of 1982 o fourth
guatter of [YR?

1. Range applies 1o period Trom secomd quaiter of 1983 1o foarth
quatier of 1982,



in the trade balance could be sustained. it is not
at all clear that the consequences for American
industry would be acceptable.

Morcover, the tederal deficit and associated
high U.S. interest rates will continue to aggra-
vate the debt servicing problems of major inter-

national dehtors. To he sure. the approval of

funding for the International Moncetary Fund. the
support of olticial creditors. and the widespread
cooperation ol the private banking community
have been constructive. But. while key develop-
ing countries have put in place economic adjust-
ment policies that have resulted in necessary
reductions in their imports, such progress has
been achieved at high cost o their domestic
cconomies. Thus countries with heavy  debt
burdens still confront the ask ol restoring
growth of real income as structural adjustments
proceed. An important contribution to this eflort.
as well as to our own tong-run cconomic health.,
is the continued access of these nations 1o the
financial and goods markets of industrial coun-
tries.

The Lcononmic Projections of the FOMC

While recognizing the risks imiplicit in the bud-
getary and international circumstances outlined
above, the members of the Federal Open Market
Committee frogether with other Reserve Bank

presidents) believe the most probable course of

developments during 1984 is turther grow th, sig-
nificant reduction in unemployment. and only
modest—and  essentially - ¢yvclical—inereases in
price pressures. The central tendency of fore-
casts shows real GNP growth in a range of 4 1o
¥y percent this vear, This growth rate is similar
1o the first view expressed by the members last
summier. but, of course. would follow significant-
Iy taster growth in 1983 than anticipated. The
uneniplovment rate is expected to continue 1o
decline in 1984, and given the progress in reduc-

ing joblessness last year. the expected level of

unemplovment in the fourth quarter ol this
vear—egencerully between 74 and 7ha percent—is
substantially lower than had been anticipated.
FOMC members expect the GNP implicit de-
flator to rise a bit more rapidly this vear than in
1983-—generally in the range of 42 10 5 percent.
While some members have expressed concern
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I conomie projections for 198

Percent
FOMC members and |
other FRB Presidents , dminis
Economic indicator | ~~-— == n - == A‘ mins-
i Central | Tation
Renge | (cndency I
mmm e e e = —— ot = = g e mmmed i ——— e o N -
Change, fourth quarter
to fourth quarter
Nominal GNP ...... 8 10 104 9to 10 9.8
Real GNP.......... Iito s 410 4% 4.5
GNP deflator,...... 4106 4 t0 5 5.0
Average unemployment |
rate in the fourth
quarter........... AGE] TA to a 13

that recent labor force trends and pressures on
capacity in i few industries could lead 10 a more
signilicant pickup in inflation. such a develop-
ment generally is perceived to be only a risk
rather than the most likely outcome.

T, FrprRal RESERVES OBIECTIVIS TOR
THE GROWTIE O MONEY AND CREDI

Al its meceting of January 30-31. the 1'OMC
modified only slightly the tentative ranges for the
moneclary and credit aggregates for 1984 estab-
lished tast July, ‘The ranges tor M2 and M3 were
set at 6 to 9 pereent. | opercent and ¥ pereent
respectively. below the ranges for 1983, The
tentative M1 growth range of 4 to 8 percent was
confirmed for the same period. A monitoring
range of 8 to L1 percent. as anticipated in July.
was established Tor growth in the outstanding
debt of domestic nonfinancial seclors,

The ranges for 1984 are intended to be consis-
tent with the basic policy objective of achieving
long-lasting cconomic expansion in a context of
continuing control of inflationary  pressures.
They assume that relationships between mone-
tary and credit growth and economic activity and
inlation will be broadly consistenmt with past
trends and cvelical developments. There is rea-
son o expect that the special considerations
affecting monetary growth rates last year—in-
cluding important institutional changes in the
financial system—will be fess significant in 1984,
Specifically. the large-scale shifts of funds asso-
ciated with the introduction of MMDASs (money
market deposit accounts) and Super NOW (nego-
tiable order of withdrawal) accounts appear. for
all practical purposes. to be completed. Some of
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the other influences that had special effects par-
ticularly on the demand for M1 last year—uncer-
tainties about the economic and financial outlook
early in the year and the lagged effect of the
sharp decline of interest rates in late 1982—are
behind us. No further regulatory or statutory
changes that would significantly affect growth
rates of the monetary aggregates appear immi-
nent. Some proposals—such as payment of inter-
est on demand deposits or on required reserve
balances—would have important impacts on the
aggregates and would require reconsideration of
the ranges, especially for M1, if they were en-
acted to be effective in 1984.

A further reduction of ¥2 percent in the growth
range for M2 for 1984 from that tentatively set in
last July was influenced by technical consider-
ations. Last year’s range—though it was based
on February-March to abstract from the bulk of
distortions connected with the introduction of
MMDAs—necessarily had allowed for some re-
sidual shifting into such accounts as the year
progressed, which in fact took place. In any
event, M2 in 1983 was maintained well within its
target range, and growth in 1984 should not be
influenced by that special factor.

The Committee anticipates that both M2 and
M3, which will continue to receive substantial
weight in policy implementation, may well fluc-
tuate in the upper part of their ranges in the
current year. The actual growth of M2 and M3
will depend in part on the strategies and aggres-
siveness with which depository institutions seek
deposits in an environment of deregulated depos-
it interest rates.

Growth of the broader aggregates will also be
influenced by the pattern of net capital inflows
from abroad. For example, nonresident holdings
of Eurodollars are not included in M2 or M3, and
should banks bid aggressively for funds through
that channel, as seems possible, growth in those
aggregates would tend to be restrained relative to
growth in bank credit and nominal GNP. Limited
allowance was made for that development in
setting the ranges.

As tentatively agreed in July, the range for M1
was reduced by 1 percentage point from the
range set for the last half of 1983. Growth around
the midpoint of the range would appear appropri-
ate on the assumption of relatively normal veloc-
ity growth; if velocity growth remains weak

compared with historical experience, M1 growth
might appropriately be higher in the range.

In recent quarters, the velocity of M1 has
shown a moderately rising tendency, in contrast
to sharp declines in 1982 and early 1983. Still, the
rise in M1 velocity in the first year of the current
economic recovery was decidedly less than in
earlier post-World War II cyclical expansions.
Velocity behavior over the past 18 months ap-
pears to have reflected responses to the declines
of interest rates in the latter part of 1982; the
subsequent leveling off of rates; changing pre-
cautionary attitudes; and to some degree per-
haps, more lasting changes in motives for holding
M1, as the composition of that aggregate has
shifted.

Since their introduction on a nationwide basis,
interest-bearing accounts with full checking priv-
ileges (NOW accounts) have become an increas-
ingly important element in M1. Most of these
accounts are subject to a ceiling rate, though a
growing proportion (Super NOWs) pay market
rates. All of the accounts contain funds placed
for long-term savings purposes as well as funds
used primarily for transactions. In light of these
structural changes, it is not yet clear how the
public’s demand for M1 might be affected, for
any given level of income, by variations in credit
market or other conditions that affected savings
preferences, or how it might be affected by
variations in the level of income itself; nor is it
clear how quickly or in what ways depository
institutions might themselves respond to such
variations by altering terms on deposit offerings.

While there is evidence of more ‘‘normal’’ and
predictable patterns reappearing, the Committee
felt that more time would be required for assess-
ing the impact of recent structural changes on
public and institutional behavior before full or
primary weight could be placed on M1 as a policy
guide. Thus the Committee decided in setting a
range for M1 that its behavior should be evaluat-
ed in the context of movements in the broader
monetary aggregates, which for the time being
would continue to be given substantial weight in
policy implementation.

The FOMC also considered whether the pro-
cedures of System open market operations
should be altered in light of the shift to the new
contemporaneous reserve requirement system
(CRR) on February 2, a system that potentially



Monetary Policy Report to the Congress 73

would permit somewhat closer short-run control
of M1. It was the Committee’s view that adapta-
tion of open market procedures does not depend
on the technical characteristics of the reserve
requirement system in place but rather on broad-
er policy judgments about the relative weight to
be given to M1 as a target and the desirability of
seeking close short-run control of that aggregate.
Taking account of policy judgments about the
role of M1 and other monetary aggregates under
current circumstances, as well as uncertainties in
the period of transition to CRR, the Committee
agreed to make no substantial change in current
operating procedures at this time.?

The Committee set a monitoring range of 8 to
It percent for growth in the debt of domestic
nonfinancial sectors during 1984. This range is 2
percentage point below the corresponding range
for 1983, reflecting the moderating trend that,
based on historical relationships, would be ex-
pected to accompany progress toward price sta-
bility and sustainable growth in production. The
range allows for growth of debt in 1984 that might
outpace expansion in nominal GNP, as often
occurs in the second year of a cyclical recovery.

Implications for Credit Markets

Developments in credit markets and interest
rates, as always, will be subject to a variety of
influences at home and abroad. The ranges speci-
fied for the monetary and credit aggregates,
which are felt to be broadly consistent with the
expectations of members of the FOMC about the
course of economic activity and prices, will not
in and of themselves determine the course of
interest rates and the degree of credit market
pressures. Whether interest rates fall or rise—or
remain stable—will depend importantly on the
strength and composition of demands on the
economy, actual and anticipated price pressures,
and credit demands.

Dominating the outlook for credit flows in the
year ahead is the prospect that—in the absence
of immediate action by the fiscal authorities—the

2. A statement issued on January 13, 1984, on the policy
implications of CRR appears as appendix A to this report.

federal deficit will approach the record level of
the past year. The federal deficit was nearly 6
percent of GNP in 1983, the high for the post-
World War 1l years, and is likely to be only
slightly lower in 1984, the second year of cyclical
expansion. In the comparable stage of earlier
cyclical recoveries, this percentage generally
dropped rapidly or was at much lower fevels—
providing room for additional borrowing to sup-
port expanding business capital outlays and
housing.

While debt formation by the private scctor
may proceed at a somewhat more rapid pace this
year than in 1983, the expected pickup is modest
by the standards of earlier recoveries. That ex-
pectation is partly a reflection of the fact that the
massive federal presence in the credit markets,
unlike the pattern in previous expansions, will
continue to absorb the bulk of the net saving
available to the domestic economy. The federal
deficit over the past two years absorbed an
unusually large proportion of the saving available
to the domestic economy, and this will continue
into 1984, The availability of domestic saving to
finance the growing federal deficit and expanding
private investment has remained limited, and
expansion of total saving in line with financing
needs last year was dependent on large increases
in net funds obtained from abroad. Further such
increases will again be required this year. And if
present trends continue, the government will
continue to drain off much more of the nation’s
domestic saving than at any time in the preceding
three decades, apart from the first year of recov-
ery from the 1973-75 recession.

The persistence of large deficits in the face of
strengthening private credit demands would tend
to exert pressures on domestic credit markets,
keeping interest rates higher than they otherwise
would be. Put another way, large deficits are an
offset to other forces working toward lower
interest rates. These pressures stemming from
the federal deficit work to restrain e¢xpansion in
areas of the economy that are more sensitive to
interest rates—such as housing, autos, and long-
term business capital spending. They also—to
the extent higher interest rates lead to a strong
dollar on exchange markets—retard our export
industries. And, finally, high interest rates con-
tribute to strains on the domestic and interna-
tional financial system from the lingering heavy
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indebtedness incurred during inflationary expan-
sion of earlier years.

Actions taken to reverse the upward trend in
the structural budgetary deficit clearly would
work to reduce potential credit market pres-
sures, to help assure a balanced and sustainable
economic expansion, and to promote a more
orderly readjustment of our balance of payments
position. The timing and magnitude of the favor-
able impact naturally would depend on the
scheduling, force, and prospective ‘‘carry
through® of any action to reduce the budgetary
deficit as well as on the surrounding economic
environment.

Ordinarily, the principal effect of a lower bud-
get deficit on credit markets and the economy
would be expected to occur as the programs—
whether on the spending or tax sides—actually
become effective. Gains could occur earlier,
however, in anticipation of reduced federal cred-
it demands. For example, actions taken this year
that would clearly reduce structural federal defi-
cits beginning in fiscal years 1985 and 1986 could
work in some degree in 1984 to lower interest
rates, particularly longer-term rates. This would
result from favorable effects on inflation expecta-
tions as well as the anticipated relief from the
weight of governmental pressure on credit mar-
kets.

A decline in the structural federal deficit would
in the first instance reduce one source of eco-
nomic stimulus. However, any such effects
should be associated with lower interest rates
than otherwise, encouraging offsetting increases
in spending by businesses and households for
capital goods, homes, and consumer durables.

The positive effects from small reductions in
the federal deficit would be difficult to isolate in
our large, active credit markets. However, as
structural deficits are reduced by substantial
amounts—say $50 billion to $100 billion—the
counterpart rise in private credit may be most
noticeable initially in mortgage markets at the
lower, long-term interest rates that are likely to
evolve. In addition, businesses would be in a
position to increase bond and stock offerings as
they take advantage of the more favorable capital
market atmosphere to improve their liquidity and
balance sheet positions. Prospects for business
spending for plant and equipment would be im-
proved—an important factor in maintaining

growth and productivity over the years ahead.
As time went on, the export sector of the econo-
my also should benefit as an aspect of the
readjustment in our present unbalanced external
position.

THE PERFORMANCE OF THE ECONOMY
IN 1983

Output and employment registered sharp gains in
1983, lifting the economy out of one of the most
severe recessions since World War II. These
gains brought a considerable reduction in the
unemployment rate, which fell 22 percentage
points over the year to 8.2 percent by year-end.
The first year of recovery was marked by broad-
ly based increases in spending by consumers and
businesses; these advances were stronger than
generally anticipated, given the low confidence
and historically high credit costs that prevailed
as the year began.

The impressive progress in reducing inflation
in 1982 extended into 1983. The consumer price
index rose 3% percent in 1983, the smallest
increase in more than a decade. The continued
slowing in inflation was aided by favorable price
developments in energy markets and by the
damping effect on food prices of abundant sup-
plies of livestock products. However, 1983 also
saw improvements in broader forces affecting
prices and wages. With important lags, business
and labor involved in key contract settlements
seemed to be adapting constructively to the less
inflationary environment, and overall wage and
compensation increases were considerably
smaller than those of the previous year. At the
same time, productivity improved, thereby help-
ing to limit increases in unit labor costs, and
average real incomes rose.

While the performance of the economy in 1983
marked a strong and encouraging advance to-
ward the goal of sustained, noninflationary
growth, several areas of concern remained. Al-
though labor market conditions improved mark-
edly, unemployment continued to be unaccepta-
bly high—especially for younger job seekers and
minorities. In addition, 1983 saw a sharp—and
worrisome—increase in the federal deficit. For
the fiscal year ending in September, the deficit
(not including off-budget programs) climbed to
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almost $200 billion. This deficit represented
about 6 percent of GNP; the highest deficit so
measured in the previous three decades had been
4 percent in 1976. The borrowing necessary to
finance the deficit, in combination with continu-
ing huge prospective government credit de-
mands, exerted pressures on market interest
rates—offsetting the effects of lower inflation and
other factors—thereby tending to temper expan-
sion of credit-sensitive private sectors of the
economy.

Firms tied closely to world markets also did
not share proportionately in the U.S. economic
recovery in 1983, Large federal deficits and
associated high domestic interest rates helped
induce sizable inflows of foreign capital to the
United States throughout the year and contribut-
ed to a further rise in the exchange value of the
dollar. The strong dollar, in turn, put pressures
on industries facing competition from foreign
imports and, in an environment of sluggish eco-
nomic growth in other countries, made it difficult
for U.S. industries to sell their products abroad.
Consequently, imports increased dramatically
relative to exports in 1983; this shift had a
significant moderating influence on the growth in
domestic output.

The international debt situation remained a
major concern in 1983. Some countries with
serious debt problems made considerable pro-
gress in formulating and implementing internal
adjustment policies, and they continued to re-
ceive a moderate flow of new financing. None-
theless, historically high interest rates in the
United States continued to place heavy burdens
on the many developing countries with outstand-
ing debt concentrated in dollars.

Financial Markets

Partly reflecting the ready availability of funds
from abroad, financial markets absorbed the
increase in demand for credit associated with
both the financing of the record federal deficit
and the upturn in the economy in 1983 without
undue stress. In fact, interest rates were lower
on average, and less variable, in 1983 than during
the preceding few years, although most rates
were somewhat higher at the end of the year than
at the start.

Short-term yields were relatively stable early
in 1983, following a marked decline during the
second half of 1982. In late spring, economic
growth accelerated sharply, and the monetary
aggregates, looked at as a whole, were continu-
ing to grow at a relatively rapid pace. In those
circumstances, the Federal Reserve began to
restrain somewhat its provision of reserves to
depository institutions, and short-term interest
rates rose moderately during the summer
months. For the remainder of the year, most
short-term rates fluctuated in a generally narrow
range, ending 1983 around [ percentage point
higher than a year earlier.

The decline in long-term interest rates that had
commenced in mid-1982 continued through the
early months of 1983. These rates also began
moving up in the spring, climbing fairly steadily
through August. Thereafter, long rates fluctuated
in a range somewhat above that of the first half of
the year. At the end of 1983, long rates generally
were | to 12 percentage points above their levels
of a year earlier. Exceptions to this pattern were
mortgage rates and yields on municipal bonds,
which were down on balance from their levels at
the close of 1982. Long-term interest rates re-
mained quite high relative to the current rate of
inflation throughout 1983; continuing uncertain-
ties regarding the speed of the economic expan-
sion and its possible implications for future infla-
tion, as well as concerns about the outlook for
federal deficits, were factors.

Household Sector

Most households experienced financial and eco-
nomic gains in 1983, With unemployment down
and gains in employment sizable, growth in per-
sonal income rebounded smartly during the past
year. Further deceleration of inflation, lower
interest rates, and the cumulative 25 percent
reduction in federal tax rates on personal income
during the past three years all helped raise the
purchasing power of household income. In addi-
tion, household net worth rose substantially in
1983, primarily reflecting the surge in stock mar-
ket prices that began in 1982 and carried into
1983.

These gains no doubt were instrumental in
boosting consumer confidence, which surveys
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indicated rose sharply in 1983 to its highest level
in a decade. This improved mood encouraged
households to finance major purchases by bor-
rowing and to devote a larger proportion of
current income to consumption rather than sav-
ing. As aresult, the personal saving rate fell from
5.8 percent of disposable income in 1982 to 4.8
percent in 1983.

The improved economic and financial status of
households fostered a substantial upswing in
consumer spending. Much of the strength came
in the automobile sector, as sales recovered from
several years of sluggish performance. Sales of
domestic models quickened in the first half of the
year, spurred by financing incentives from deal-
ers and lower rates on bank loans. Lower gaso-
line prices and the introduction of new and better
American products also appeared to help. The
recovery in domestic automobile sales continued
through the second half of the year, despite the
withdrawal of financing incentives. Sales of im-
ported models, still constrained by import re-
strictions on Japanese models, edged up a bit in
1983, regaining their pre-quota (1980) level. Con-
sumer spending for other goods and services also
strengthened, paced by large gains in housing-
related items such as furniture and appliances as
well as brisk advances in general merchandise
and apparel sales.

Demand for housing surged in 1983, as early in
the year long-term mortgage interest rates fell
below 13 percent for the first time since the
summer of 1980. The sharpness of the upturn
reflected the considerable volume of demand
postponed from the preceding few years of high
credit costs and uncertain economic conditions.
New housing construction rose considerably in
response to rising sales during the first three
quarters of the year. The rate of housing starts
leveled off in the final quarter, influenced by the
backup in mortgage interest rates during the
second half of the year. However, for the year as
a whole, total private housing starts rose 60
percent, the sharpest annual increase in almost
40 years. The construction activity generated by
the increase in starts was an important factor in
GNP growth, as is typical in the first year of an
economic recovery.

The expansion in housing construction in 1983
was supported by increased lending by thrift
institutions (wherc deposit growth was much

improved) and by continued growth of secondary
mortgage markets. The gains also reflected the
popularity of financing techniques that provided
homebuyers with initial interest rates lower than
those quoted for fixed-rate, conventional loans.
The record volume of tax-exempt, revenue
bonds issued by states and localities last year to
finance single-family mortgages provided many
homebuyers with reduced-cost mortgage financ-
ing. Further, as market rates rose during the
year, homebuyers increasingly switched to ad-
justable-rate mortgages. Many such instruments
offered an initial rate advantage of 2 percentage
points or more. By year-end, 55 percent of all
conventional mortgage loans closed had a vari-
able-rate feature of some kind. When mortgage
rates were at their recent low point in the spring
of 1983, only 30 percent of conventional loans
closed were adjustable. In addition, such inter-
est-reducing mechanisms as builder buydowns
and seller financing remained important features
of housing finance during the year.

Business Sector

Economic and financial conditions in the busi-
ness sector also improved markedly in 1983, as
firms started the process of rebuilding their bal-
ance sheets from the recession. Sales and pro-
duction rose sharply, bringing increased capacity
utilization and productivity. These gains helped
propel before-tax profits, which had been de-
pressed in the early 1980s, to an unusually rapid
increase for the first year of an economic expan-
sion. With effective corporate tax rates lower,
businesses were able to retain a larger proportion
of their profits than in previous recoveries.
Much-improved cash flows and lower interest
rates put firms in a much better position to
service their outstanding debt in 1983. Further,
the corporate sector improved its overall capital
position in 1983 by issuing new stock in vastly
improved equity markets. During the first half of
the year firms strengthened their balance sheets
by shifting borrowing toward longer maturities,
However, historically high interest rates limited
this adjustment, and rising credit costs later in
the year sharply reduced the volume of long-term
debt financing.

A marked shift in inventory investment from



liquidation to accumulation took place in 1983,
further boosting GNP. Firms had undertaken
massive reductions in stocks during 1982 and
early 1983, With final demands strengthening,
inventory reduction slowed markedly in the sec-
ond quarter of the year; and after midyear, firms
began to rebuild their inventories. With sales and
shipments quite strong during the second half of
the year, the actual stocks of inventories re-
mained quite lean, and inventory—sales ratios fell
to historically low levels.

Business spending on plant and equipment did
not reach its cyclical trough until the first quarter
of 1983, but such expenditures grew rapidly
throughout the rest of the year. Overall, business
fixed investment increased almost 11% percent
in real terms between the fourth quarter of 1982
and the fourth quarter of 1983. At year-end,
rising new orders and surveys showing that busi-
nesses planned higher investment spending sug-
gested that the recovery in investment had
developed momentum that would carry it into
1984.

The strength in investment spending was con-
centrated in the equipment sector early in 1983,
especially in motor vehicles, high-technology
office equipment, and computing machinery. The
recovery in equipment spending became more
broadly based as the year progressed, as it
spread to traditional heavy equipment. Expendi-
tures for new structures also turned up in the
second half of the year, led by investment in
stores and warehouses. Construction of new
office buildings declined sharply during the first
half of 1983 and held at that reduced pace during
the second half of the year, as vacancy rates
remained quite high.,

International Trade

The rising exchange value of the dollar was a
major influence on U.S. exports and imports in
1983. On a weighted-average basis, the dollar
rose an additional 10 percent during the course of
the year, bringing the cumulative appreciation
since 1980 to 50 percent. The sustained strength
of the dollar has reflected economic policies here
and abroad as well as the attractiveness of dollar
investments in a time of international political
and financial uncertainty.
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Despite a comparatively good inflation per-
formance, the competitive position of firms in the
United States eroded further in 1983. After de-
clining more than 15 percent in 1982, the volume
of U.S. exports remained weak last year. Ex-
ports to industrial countries, which account for
almost two-thirds of the U.S. total, recovered
somewhat in response to a moderate pickup in
aggregate demand abroad. However, economic
growth in many developing nations was limited
by their debt service problems, and demand by
those countries for imports from the United
States remained depressed. In contrast, the vig-
orous expansion in the U.S. cconomy and the
strength of the dollar pushed both the volume
and the value of imports significantly higher. As
a result, the U.S. trade deficit increased from an
annual ratc of about $45 billion in the fourth
quarter of 1982 to a rate of about $75 billion in the
fourth quarter of 1983. The U.S. current account
registered a corresponding shift, with the deficit
for the year reaching about $40 billion. Essential-
ly, rapid increases in demand in the United
States were partly satisfied by increasing im-
ports, limiting gains in U.S. output.

The Government Sector

Government purchascs of goods and services
were lower in real terms in 1983 than in 1982,
However, this decline stemmed largely from a
reduction in crop inventories held by the Com-
modity Credit Corporation (CCC) that was asso-
ciated in part with the Payment-in-Kind (PIK)
program. Excluding CCC, real federal purchases
in 1983 were up 4'4 percent, led by a 5% percent
increase in defense spending. Purchases by state
and local governments picked up a bit, after two
years of weakness induced by the recession and
cutbacks in federal support.

An especially important development in the
government sector in 1983 was the shifting fiscal
positions of governments. The federal deficit
ballooned to $195 billion in the fiscal year ending
in September 1983. This figure was nearly twice
as large as the previous year’s deficit, which
itself was of record proportions. In part, the
increase in the deficit in fiscal year 1983 reflected
the lagged effects of the recession on receipts and
transfer payments, but other factors also were
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important. Revenue growth was limited by the
cumulative effects of three years of sizable tax
reductions, and spending was buoyed by in-
creases in outlays for defense, social insurance
expenditures, and interest payments on national
debt.

At the state and local level, operating budgets
(excluding social insurance funds) moved dra-
matically from deficit into surplus. This shift
resulted largely from the combination of tax
increases and cost-cutting efforts adopted during
the recession as well as an unanticipated increase
in the tax base as the economy expanded at a
surprisingly rapid pace.

Labor Markets

The recovery of production in 1983 was translat-
ed into an impressive improvement in labor
markets. Three million workers were added to
nonagricultural payrolls in the 12 months ending
in December 1983. The most rapid gains were
registered in durable goods manufacturing and in
construction, the sectors hit hardest during the
recession. Service jobs also contributed impor-
tantly to overall employment growth during the
year.

Despite the rapid expansion in job opportuni-
ties, the rise in the labor force was relatively
moderate, damped by the long-term slowing in
the growth.of the young adult population and by
stability in labor force participation rates. As a
result, the first year of the recovery was marked
by an unusual concentration of hiring from the
pool of those who reported that they had perma-
nently lost their last job. Because such workers
typically are out of work for extended periods,
the number of long-term unemployed workers
also fell sharply last year.

Nominal wage increases continued to deceler-
ate in 1983. Hourly compensation rose at a rate
of 5 percent over the four quarters of 1983—the
slowest pace since 1965. The easing of wage
increases reflected slack in labor markets in
general as well as adjustments in several major
collective bargaining agreements. Nearly 40 per-
cent of workers who negotiated major union
settlements during 1983 accepted wage freezes or
outright pay cuts for the first year of their new

X3

contracts. As a result, the size of the ‘‘new

settlements’’ component of union wage increases
was reduced to less than 1 percent. At the same
time, cost-of-living adjustments slowed, reflect-
ing the continued moderation in prices.

On average, however, wage gains in 1983
exceeded price increases, so that most workers
experienced improved purchasing power. Rising
real wages mirrored improvements in labor pro-
ductivity. Although a good deal of the gain in
output per hour worked was attributable to the
pickup normal during the early stages of an
economic recovery, there is reason to believe
that longer-run improvements also were in train.
Revisions in work rules at many establishments
during the recession contributed to efficiency,
and in 1983 both business and labor appeared to
sustain their efforts to trim costs and improve
quality. Reflecting wage and productivity devel-
opments, unit labor costs rose only 1% percent in
1983. This was the best performance since the
mid-1960s.

Prices

The continued moderation in labor costs, a prin-
cipal determinant of price movements, helped to
unwind further the wage-price spiral that fueled
inflation throughout the 1970s. Household sur-
veys during 1983 revealed that, despite some
increase in the second half of the year, expecta-
tions about inflation throughout 1983 remained
lower than they had been in some time. Ample
productive capacity and a strong dollar also
contributed to further progress in reducing the
rate of inflation.

That progress was reflected in most key price
measures. Increases in the consumer price index
remained in a much reduced range in 1983. The
brighter inflation picture in part reflected transi-
tory factors. Slack demand and large worldwide
inventories caused a sharp decline in petroleum
prices early in the year, and prices of food at the
consumer level were relatively stable throughout
1983. However, the agricultural picture turned
less favorable in the wake of the summer
drought. The resulting depletion of grain stocks,
coming on top of the effects of the federal
government’s PIK program designed to reduce
agricultural production, put upward pressures on
the prices of many agricultural commodities in
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the latter part of the year that can be expected to
affect consumer food prices in 1984. In addition,
severe December weather promised to adversely
affect the supply of fresh fruits and vegetables
early in 1984,

The deceleration of prices in 1983 was not
limited to the food and energy sectors. The
consumer price index excluding those sectors
rose less than S percent—about half the pace of
just three years carlier. Producer prices in gener-
al were little changed in 1983, as price increases
of capital equipment as well as of consumer
goods slowed markedly.

THE GROWTH OF MONEY AND CREDIT
IN 1983

In its reports to the Congress in February and
July 1983, the Federal Reserve indicated that
monetary policy during that year would be con-
ducted with the aim of fostering a recovery in
economic activity and encouraging further pro-
gress toward price stability. Establishing specific
objectives for growth in the monetary aggregates
was fraught with difficulties, however. Beginning
in 1982, the behavior of M1 in relation to eco-
nomic activity had diverged sharply from histori-
cal trends, raising doubts about the usefulness of
that aggregate—at least over the near term—as a
policy target; the effects of newly introduced
Super NOWs and money market deposit ac-
counts (MMDASs) on the behavior of M1 also
were subject to considerable uncertainty. In ad-
dition, it was evident early in 1983 that M2 was
being swelled by massive shifts of funds from
outside that aggregate into MMDASs, but it was
impossible to predict the precise timing and
volume of such shifts.

Reflecting these special factors and uncertain-
ties, in early 1983 the Federal Open Market
Committee departed from past practice in estab-
lishing monetary objectives for 1983, The Com-
mittee agreed that the uncertainties regarding M |
continued to warrant the practice, begun in Octo-
ber 1982, of placing principal weight on the
broader monetary aggregates—M?2 and M3—in
the implementation of monetary policy. Al-
though the demands of the public for those
aggregates might be affected by shifts in asset
preferences that were rooted in regulatory

changes or other causes, it seemed that such
effects would be smaller and more predictable for
the broader aggregates than for M1.

In the case of M2, an annual target range of 7
to 10 percent was established. The FOMC be-
lieved that performance of the aggregate would
most appropriately be measured over a period
when it would be less influenced by the initial,
highly aggressive marketing of MMDAs. Thus
the Committee chose the average level of Febru-
ary and March as the base for measuring growth,
rather than the fourth quarter, the period that
generally had been used in the past. It was
anticipated that the range for M2, which was |
percentage point higher than the range for 1982,
would allow for some residual shifting of funds to
MMDA accounts over the remainder of the year.

The range for M3, to be measured as usual
from the fourth quarter to the fourth quarter, was
established at 6% to 92 percent. This range was
the same as that established in the previous year,
but encompassed growth below the actual out-
come in 1982. In adopting this range, the Com-
mittee assumed that any net shift of funds during
the year into the new types of deposit accounts
from market instruments would be largely offset
by reductions in managed liabilities (such as
large CDs) included in M3,

In light of difficulties in gauging the relation
between transaction balances and economic ac-
tivity, the range for M1 was set in February at 4
to 8 percent, a band 1 percentage point wider
than usual. As noted above, the Committee
agreed that, in implementing monetary policy,
less than customary weight would be assigned to
M1, instead, the Committee would rely primarily
on the broader aggregates, at least until M1 had
evidenced more regular and predictable behav-
ior. Moreover, the Committee emphasized that,
in implementing policy, the significance it at-
tached to movements in the various monetary
measures necessarily would depend on evidence
about the strength of economic recovery, the
outlook for prices and inflationary expectations,
and emerging conditions in domestic and interna-
tional financial markets.

The Committee also set forth for the first time
its expectations for growth of the total debt of
domestic nonfinancial sectors, indicating that a
range of 8% to 112 percent, measured from
December 1982 to December 1983, would be
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appropriate. This range was thought to be about
in line with expected growth in nominal GNP,
reflecting the historically similar growth trends
of each. It was recognized that, in the early
stages of other postwar recoveries, growth in
GNP had exceeded growth in debt by an appre-
ciable margin; but in the current circumstances—
inciuding the financial condition of the private
sector as the recession ended and the prospec-
tive huge volume of federal borrowing—expan-
sion in the debt aggregate might run in the upper
half of the stated range during 1983.

The behavior of M1 in early 1983 continued to
diverge from precedents. (The analysis here—as
elsewhere in this section—is based on recently
revised data for the monetary aggregates, but the
same finding holds for the data that were avail-
able during 1983.)° As apparently was the case
during the second half of the previous year,
precautionary motives stemming from highly un-
certain employment and income prospects evi-
dently continued to swell demands for liquid
balances relative to the rate of spending on goods
and services; in addition, the lagged effects of
earlier declines in interest rates contributed to
increased demands for money. M1 expanded
rapidly through late spring; growth was dominat-
ed by its highly liquid, interest-earning other
checkable deposit (OCD) component. Growth in
OCDs during the first half of the year accounted
for more than half of the expansion in MI, a
contribution well out of proportion to the impor-
tance of this component. In turn, inflows to
Super NOW accounts, which had been autho-
rized in early January, exceeded growth in OCDs
during the year as a whole. Even so, the intro-
duction of the new deposit accounts appears in
retrospect to have had little effect on the overall
growth rate of M1, as inflows from outside M1
into Super NOWSs probably were roughly offset
by outflows from M1 to MMDAs.

In light of the rapid expansion in M1 through
midyear, and referring back to its recognition
that appropriate growth rates for the aggregates
would depend on judgments about unfolding
economic and financial developments, the
FOMC in July established a new monitoring

3. Appendix B to this report provides detailed information
on the recent benchmark and seasonal adjustment revisions
of monetary data for 1983, as well as on the impact of a
redefinition of M3 to include term Eurodollars.

range for M1 for the second half of 1983. This
range of 5 to 9 percent was based on the average
for the second quarter, rather than that for the
fourth quarter of 1982. The decision to adopt a
new base for monitoring M1 growth reflected a
judgment that the recent rapid growth of M1
would appropriately be treated as a one-time
phenomenon, which was expected to be neither
reversed nor extended, It appeared, in retro-
spect, that the surge in M1 might largely have
reflected an adjustment by the public of its cash
balances in response to the pronounced drop in
the opportunity cost of holding low-yielding de-
mand deposits and regular NOW accounts, The
FOMC emphasized that it still regarded the be-
havior of M1 as subject to substantial uncertain-
ties, and it reaffirmed its decision to place princi-
pal weight on the broader aggregates in the
implementation of monetary policy.

After midyear, precautionary demands for lig-
uid balances apparently began to abate, reflect-
ing improved confidence arising from the recov-
ery; a moderate rise in interest rates, which
began in late spring, also curbed demands for
money. Demand deposits peaked in July and
edged down, on balance, during the second half;
the growth of OCDs fell to a fraction of the rapid
first-half pace. Thus M1 entered its newly estab-
lished monitoring range in late summer and fin-
ished the year in the middle of that range.

During the first quarter of 1983, the velocity of
M1 continued to decline at nearly the extraordi-
nary rate of 1982. These declines exceeded those
implied by models of past behavior, even taking
into account the effects of the large reduction in
the opportunity cost of holding money balances
brought about by sharp drops in market rates and
the introduction of ceiling-free Super NOW ac-
counts. As the year progressed, the velocity of
M1 began to increase, slowly at first but more
rapidly by the last quarter. Even with this accel-
eration, growth in M1 velocity in the full year
following the business cycle trough in the fourth
quarter of 1982 was well below the experience
typical in a recovery.

As was evident when the target ranges were
first established early in 1983, the dramatic re-
sponse to the authorization of MMDASs substan-
tially boosted M2. Competition for these funds
was intense: promotional activity was heavy
and, in some regions, introductory interest rates
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were far above yiclds on market investments.
Inflows 10 MMDAS in January alone totaled S147
billion. and by March outstandings had reached
$321 billion. Howeser. most of the inflow to
MMDAS appears to have come from other in-
struments  included in M20 Analvsis by the
Board's stall suggests that as much as four-fifths
of that inflow mayv have been translerred (rom
savings deposits, small time deposits. and money
market mutual funds. (Over the course of the
vear. assets of money market mutual funds
dropped 25 percent. Still. o sizable volume of
funds came from outside M2 and had an evident
impact on growth in that aggregate.

In the face of the heavy deposit inflows and
relative sluggishness of business loan demand at
commercial banks. istitutions dropped their ag-
gressive promotion of MMDAs, The aggregate
level of MMDAS barely increased after June.
reflecting o sharp drop in interest rates offered on
these accounts, At the same time. the less liquid
small time deposit component ol M2 increased
quite rapidiyv over the second hall of the vear. as
a result of the steepening vield curve and more
attractive rates on such deposits. However, the
removal on October | ot all remaining restric-

20 Ihe Base for meisonsg moswthoan M was the secord aaanter of
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tions on small time deposits with original maturi-
ties or notice periods longer than 31 davs had
little noticeable impact on deposit flows.

Retlecting MMDA inflows. M2 growth from
the fourth quarter ol 1982 through the fourth
quarter ol 1983 was 12 pereent. However, from
the February March period used by the FOMC
as the base Tor its target growth range. expansion
through the tourth gquarter was at an 8% pereent
annual rate. well within its range.

After declining at a record rate in the first
quarter. M2 velocity rose during the rest of the
yvear: over the vear as a whole. velocity el
slightly. As was the cuse tor M1 the velocity of
M2 failed by o wide margin to keep pace with the
average increase during the first year of a busi-
ness recovery. However, correction for the vol-
ume of funds thought to have been attracted to
MMDAS from outside M2 suggests that velocity
mozements were in reasonably close correspon-
dence with experience,

M3 growth picked up a bit in the first quarter
from its late 1982 pace. owing o the explosion in
M2, But until the closing months of the year.
expansion in this aggregate was restrained by
sharp runoflfs in managed labilitics—especially
large CDs—in response 1o the rapid buildup carly
in the vear of MMDA balances and limited loan
demand at commercial banks. On the other hand.
thrift institutions continued to issue large CDs at
a rapid pace in response 1o robust mortgage
demands and a cost incentive to pay down ad-
vanees from the Federal Home Loan Banks. On
balance. M3 moved on a track near the upper end
of ity target range during 1983: growth from
fourth quarter to tourth quanter was 9%y percent.

Just outside the target range.®

Domestic nonfinancial sector debt increased
10> percent in 1983, a bit above the pace of the
previous vear. The outstanding debt of the feder-
al government grew almost 20 percent. about
matching the pace of 1982: this ¢expansion ac-
counted for about 40 percent ol the increase in all
domestic nonfinancial debt last vear. State and
local government financing activity surged to a
new record: some ol the borrowing reflected
cfforts on the part of the issuers to market deld
betore the imposition of anticipated constraints,

4o M3 has been redetined 1o melude e Furodollars.,
previoshy meluded only i the aggregate 1.
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including requirements for bond registration and
proposed limits on revenue bond issuance. A
stepped-up pace of investment in housing and
consumer durables led to a near doubling of
borrowing by the household sector. But issuance
of nonfinancial business debt slowed to a quite
slow pace, as internal cash flows of corporations
exceeded capital expenditures for much of the
year, and relatively high stock prices encouraged
issuance of new equity shares.

The proportion of credit intermediated by de-
pository institutions grew substantially, rising
from about one-third in 1982 to about one-half in
1983. This increase reflected both the impact of
MMDA inflows and a surge in demands for
mortgages. Funds advanced by thrift institu-
tions, in particular, rose sharply from a de-
pressed 1982 pace. Commercial bank credit also
expanded more rapidly in 1983; purchases of
government securities accounted for more than
one-third of net credit extended by banks. At-
tracted by relatively high U.S. interest rates,
funds advanced by the foreign sector also in-
creased substantially during 1983.

Thus each of the monetary and credit aggre-
gates finished the year close to or within the
ranges set by the FOMC. (Indeed, for the data
before the recent benchmark, seasonal, and defi-
nition revisions, all of the money stock measures
were well within their ranges at the end of 1983.)
Achievement of these objectives and the broader
goals of the Federal Reserve was brought about
by relatively small changes in the reserve posi-
tion of the banking system and was accompanied
by generally stable conditions in financial mar-
kets. Interest rates fluctuated far less than in the
previous few years. Moreover, although most
interest rates rose moderately during the year as
the economic recovery progressed, on average
interest rates were substantially lower in 1983
than in 1982. For example, rates on level-pay-
ment home mortgages averaged nearly 3 percent-
age points below their 1982 levels; business
borrowing costs likewise declined significantly.

Other indicators attested to a greater degree of
stability and confidence in financial markets and

the economy. Broad measures of stock prices
increased about 20 percent. The balance of bond
downgradings and upgradings by the principal
rating agencies became much more favorable.
Spreads between interest rates on private and
federal government debt obligations narrowed
dramatically during 1983, as did spreads between
yields on lower- and higher-rated private securi-
ties. The strong stock market enabled many large
firms to strengthen their balance sheets and
many young companies to make initial public
offerings of their shares.

Commercial banks adapted to important
changes in their environment in 1983. The new
deposit accounts were successful in attracting
funds to both banks and thrift institutions. At the
same time, banks experienced relatively soft
demand for business loans—especially in the
first half of the year—and, hence, invested heavi-
ly in government securities, other market instru-
ments, and loans to consumers. However, credit
problems intensified in energy-related busi-
nesses, and the financial condition of a number
of foreign borrowers remained troubling. A wide-
spread increase, relative to historical experience,
occurred in loan-loss provisions. A sizable num-
ber of banks—mostly small—experienced credit-
quality problems so severe that they were closed
or merged into other institutions. Nonetheless,
earnings of commercial banks in general appear
to have been well maintained in 1983.

The condition of the thrift industry began to
improve last year as lower average interest rates
significantly reduced operating losses. As a re-
sult of the MMDA, these institutions have en-
joyed a substantial increase in core deposits, and
their improved profit position has enabled them
to expand large time deposits at reasonable cost.
In contrast to commercial banks, thrift institu-
tions saw a heavy demand for loans last year.
For the first time, in 1983 a large proportion of
mortgages that they made carried adjustable-rate
features, thus repairing some of the severe mis-
match in asset and liability durations. Neverthe-
less, profit positions remain marginal and highly
sensitive to changes in interest rates, l
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APPENDIX A: FEDERAL RESERVE PRESS
RELEASE OF JANUARY 13, 1984,
REGARDING CONTEMPORANEOUS RESERVE
REQUIREMENTS

Beginning Thursday, February 2, the new con-
temporaneous reserve requirement (CRR) sys-
tem will become effective. In that connection,
questions have been raised about the implica-
tions of this change for the Federal Reserve’s
open market operating procedures. This issue
has been considered by the Federal Open Market
Committee, Taking account of technical transi-
tional uncertainties as well as policy judgments
about the role of M1 and other monetary aggre-
gates under current circumstances, the Commit-
tee agreed to make no substantial change in
current operating procedures at this time.

Background

The new CRR system differs from the present
lagged reserve requirement structure in two prin-
cipal ways. First, required reserves against
transaction deposits will have to be held on an
essentially contemporaneous basis, instead of
being lagged by two weeks. Second, the reserve
holding period has been lengithened from one
week to two weeks (with the relevant period for
deposits also lengthened to roughly the same two
weeks—the two-week deposit period running
from Tuesday to the second Monday, and the
reserve period running from Thursday to the
second Wednesday).

This structural change in the reserve account-
ing system has tightened the linkage between
reserves and the current behavior of transaction
deposits—demand deposits and interest-bearing
accounts with full checking privileges (NOW and
similar accounts). These deposits, along with
currency held by the public, comprise M1, the
measure of money most nearly related to the
transaction needs of the economy. But because
of NOW and similar accounts, which have grown
substantially in volume over the past few years,
M1 is also affected by saving propensities and
patterns. The Committee has been placing less
weight than formerly on M1 because of the
institutional changes that have altered its compo-

sition, affected its behavior, and increased uncer-
tainties about its relationship to the economy.

Other, broader aggregates—M?2 and M3—en-
compass M1 plus other highly liquid assets and
forms of saving, such as money market fund
accounts and time and savings deposits held at
banks and thrift institutions. Some of these other
assets also, in one degree or another, serve
transaction purposes, though they are not by law
subject to transaction reserve requirements. In
general, the bulk of the assets in the broad
aggregates are not subject to reserve require-
ments, although nonpersonal time deposits bear
a relatively small lagged requirement.

Open Market Operations and CRR

Adaptations in open market operating proce-
dures to CRR must take account of certain
technical and transitional issues as well as the
policy issue about the weight to be given M1 and
other monetary aggregates in operations. The
more technical and transitional issues involve
how the depository system as a whole adjusts to
the new reserve requirement system—which
may influence demands for excess reserves, atti-
tudes toward the discount window, and the
speed of asset and liability adjustments general-
ly. It can be expected that some time will elapse
before banks and other depository institutions
have fully adjusted their reserve management, as
well as portfolio and liability management, to the
new system. Money managers have to become
accustomed to operating without certain knowl-
edge of their required reserves for a full reserve
averaging period during most of that period. In
addition, usual startup problems with new data
systems will probably add to uncertainties at
least for a while. Such data problems would also
affect the timing and reliability of figures avail-
able to the Federal Reserve.

These technical issues aside, the new reserve
requirement structure would potentially permit
somewhat closer short-term control of Ml in
particular. With CRR, if open market operations
were geared primarily to MI, an ‘‘automatic”’
tightening or easing of reserve positions that
worked to bring M1 under control would tend to
occur somewhat more promptly than with lagged
reserve accounting.
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Whether operating procedures should be
adapted for this purpose does not depend on the
technical characteristics of the reserve require-
ment system in place but rather on broader
policy judgments about the relative weight to be
given to M1 as a target and the desirability of
seeking close short-run control of that aggregate.
To the extent less weight continues to be placed
on M1, and relatively more on broader aggre-
gates less closely related to reserves, ‘‘automat-
ic’’ changes in reserve pressures in response to

short-run movements in M1 alone may not be
appropriate.

In light of these various considerations, the
Committee agreed that no substantial change
would be made in open market operating proce-
dures at this time. These operating procedures
will be reviewed after a transitional period in the
context of the role played by the monetary
aggregates, particularly M1, in policy implemen-
tation and the potential implicit in CRR for
achieving closer short-run control of M1,

APPENDIX B: MONEY STOCK REVISIONS

Measures of the money stock have been revised
to reflect annual seasonal factor and benchmark
revisions, as well as a definitional change affect-
ing M3. This appendix discusses these revisions
and presents tables comparing growth rates of
the old and new series.

Definitional Change

The definition of M3 has been changed to include
term Eurodollars held by U.S. residents in Cana-
da and the United Kingdom and at foreign
branches of U.S. banks elsewhere. A recent
reporting change provides data on term Eurodol-
lars at a panel of branches of large U.S. banks on
a schedule similar to other M3 elements. The
inclusion of term Eurodollars raised the level of
M3 about $90 billion but had a minimal effect on
M3 growth in 1983.

Benchmark Revisions

Deposits have been benchmarked to recent cail
reports; further revisions to deposits stem from

changes to System reporting procedures made in
1983, largely related to reduced reporting under
the Garn~St Germain Act of 1982. In addition,
the currency component was revised to reflect
revisions to figures on the amount of coin in
circulation., The net impact of these revisions
was to raise the levels and boost the growth rates
of each of the aggregates in 1983.

Seasonal Revisions

Seasonal factors have been updated using the
X-11 ARIMA procedure adopted in 1982. Non-
transaction M2 has been seasonally adjusted as a
whole—instead of being built up from seasonally
adjusted savings and small time deposits—in
order to reduce distortions caused by portfolio
shifts arising from financial change in recent
years, especially shifts to money market deposit
accounts in 1983. A similar procedure has been
used to seasonally adjust the non-M2 portion of
M3,



Monctary Policy Report to the Congresy 858

B, Comparison ol revised and old growth rates tor M1

Percentage changes at annual 1ides

. . Differences
. Revised Old Difference
Period Mi Mi -2 ~ :
Benchmark i Seasonals
(1) 2) (&)} (4) (5)

Monthly

1982—0ctoher ... c.ovvvvieeinins 17.3 14.2 3.1 .5 2.6
November...... e eereiaeas 15.8 13.6 2.2 8 1.4
December 10.3 10.6 -.3 -4 A

1983—January ......... 11.5 9.8 1.7 ~-24 4.1
February 14.8 22.4 ~7.6 2 -78
Mnr_v:h ......... 13.0 15.9 -2.9 Q -29
April.o.oannn 36 -2.7 6.3 1.7 4.6

BY vriee v 21.0 26.3 -53 5 -58
June ...ovoei i 10.2 10.2 Q 14 ~1.4
Y. . 9.4 8.9 .$ 9 -4
August . ........ [ 5.8 2.8 3.0 Q 3.0
September..........ooou s 335 9 2.6 K 2.0
October .......c..cvvvnne ' 6.2 1.9 4.3 1.6 2.7
November................ . 32 9 2.3 0 23
Docomber .......... e 5.3 6.5 -1.2 -1 -2

%uarferty .

82:4 154 13.1 2.3 2 2.1

1983:1 12.8 14.] ~1.3 -7 -6

2 11.6 12.2 -6 8 -1.4
3 9.5 8.9 K] 3 -2
4 4.4 21 2,7 6 2.1

‘Annugl 1983

1982410 198340 veen e, 10.0 9.6 4 4 0

Semiannyal - :

1982:4 (o' 98332 ...l L e 12.4 13.3 -.9 0 -9

1983:2t0 19884 ... vlilu i 72 55 1.7 g 1.0

B.2. Comparison of revised and old growth rates for M2
Percentage chimges at annual rales
. . . Differences
. Da . Reviged Old Difference
Period M2 M2 (1=-2)
Benchmark Seasonals
(1) 2) 3 “) (&)

Monthly -

198 ctober.i........ 9.3 7.9 1.4 -1 1.5
November............. 10.5 9.5 1.0 4 6
December . B, 12.1 8.9 3.2 5 2.7

1983~January .............. ' 31.9 309 1.0 -6 1.6
Februgry,....oco0venns 21.7 4.4 ~2.17 ~9 -1.8

BECR (v.vnveinennnn 7.8 1.2 ~34 K -3.4
April...cooviieiiain, 8.4 2.8 5.6 1.9 3.7

BY vireiranne Cevenes 11.8 12.4 -6 1 -7
June.......cveeiinan 8.4 10.4 ~2.0 -1 -1.9
JUly e 5.4 6.8 -1.4 0 -1.4
August..........o000e 4.9 6.0 -1.1 0 -1.1
September............. 7.1 4.8 23 .6 1.7

ctober..... Ceceeeienn 10.8 9.1 1.7 9 8
November............. 8.2 7.2 1.0 0 1.0
December . ............ 8.2 5.5 2.7 ] 2.4

%laarterly

2. e 10.6 9.3 1.3 3 1.0
1983:1, e 20.5 20.3 .2 -2 4
2. 10.6 10.1 .5 5 0
T 6.9 7.8 -9 A -1.0

. J 8.5 7.0 1.5 4 1.1

Annual

1982:4t0 1983:4..,........... 12.1 1.7 4 3

February~March 1983 to 1983:4 8.3 78 .5 6 -
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B.3. Comparison ol revised and old growth vates o M3
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Staff Studies

The 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.
From time to time the results of studies that are
of general interest to the professions and to
others are summarized in the FEDERAL RESERVE
BULLETIN.

The analyses and conclusions set forth are
those of the authors and do not necessarily

STUDY SUMMARY

indicate concurrence by the Board of Governors,
by the Federal Reserve Banks, or by the mem-
bers of their staffs.

Single copies of the full text of each of the
studies or papers summarized in the BULLETIN
are available without charge. The list of Federal
Reserve Board publications at the back of each
BULLETIN includes a separate section entitled
“Staff Studies’’ that lists the studies that are
currently available.

THE IMPLICATIONS FOR BANK MERGER POLICY OF FINANCIAL DEREGULATION,
INTERSTATE BANKING, AND FINANCIAL SUPERMARKETS

Stephen A. Rhoades—Staff, Board of Governors

Prepared as a staff study in spring 1983.

The increasing similarity of bank and nonbank
thrift institutions due to deregulation, along with
the emergence of financial supermarkets and the
prospect of interstate banking, has led some
observers to argue that a massive merger move-
ment in banking is required to avert widespread
bank failures. They believe that only large insti-
tutions that adopt the financial supermarket ap-
proach can survive. This paper has explored a
good deal of relevant evidence and found no
support for this view.

Evidence shows that small banks generally
operate about as efficiently as large banks, that
they can take advantage of new technology, and
that they perform profitably, with reasonable
risk, when they compete in markets with larger

banks. The now fashionable view that the finan-
cial supermarket approach is the only way to
survive is open to serious question, for many
reasons. Indeed, research evidence, experience
in retailing and banking, and the conglomerate
mergers in the industrial sector in the 1960s are
all grounds for skepticism about the notion of the
financial supermarket as an ‘‘operational impera-
tive.”’

The conclusion that must be drawn from the
evidence is that small banks, whether specialized
or diversified, seem likely to remain viable insti-
tutions. This conclusion suggests that a massive
merger movement in banking cannot be justified
on grounds of averting the failure of many small
institutions. a
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Industrial Production

Released for publication February 15

Industrial production increased an estimated 1.1
percent in January following revised increases of
0.6 and 0.3 percent in December and November
respectively. The increases for December and
November had previously been estimated at 0.5
and 0.7 percent. Output gains in January were
sizable and widespread in most market group-

ings. At 158.1 percent of the 1967 average,
industrial output in January 1984 was almost 3
percent above its last peak reached in July 1981.

In market groupings, production of durable
consumer goods rose 2.4 percent in January,
reflecting increases in the output of home goods,
autos, and consumer-use trucks. Autos were
assembled at an annual rate of 8.1 million units,
and an 8.3 million rate is currently scheduled for
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1967 = 100
Grouping 1983 1984
Dec. Jan.
Total industrial production .,......... 156.4 158.1
Products, total . .. ................. 157.1 158.8
Final products. ........ .......... 154.9 156.6
Consumer goods.......... . 158.0 159.6
Durable ..... . .............. 158.3 162.1
Nondurable ................... 157.8 158.5
Business equipment . . ........ 165.4 167.3
Defense and space....... PR 126.0 1279
Intermediate products........... .. 165.1 167.0
Construction supplies 150.5 152.7
Materials . ......... ... ... 155.5 157 0
Manufacturing. ......... ... ... .. 137.0 159.0
Durable................... ..... 144.3 146 9
Nondurable ...................... 175.5 176.6
Mining .......... . N 124 § 126.2
Utilities............ ..o ooa 183.2 178.9

Percentage change from preceding month Percentage
. change,
1983 1984 Jan. 1983
- to Jan
Sept. ‘ Oct. ‘ Nov. l Dec. Jan, 1984
Major industiy groupings
1.3 8 3 .6 1.1 15.1
11 .5 3 N 11 127
9 4 .5 1.0 Pt 11.8
.6 3 -3 10 10 111
2.1 -.5 -5 1.5 24 23.2
B -1 -3 Ni 4 6.9
1.3 16 1.7 8 1.1 141
13 9 9 16 1.5 9.9
2.0 T —-.5 -.4 12 16.2
1.6 .6 3 -9 15 20.2
1.7 1.2 5 .5 10 189
Major industry groupings

1.5 7 2 3 1.3 16.3
2.0 8 5 6 18 199
10 .6 -.2 N .6 122
.9 10 22 3.0 1.4 1.5
0 ~16 -4 39 -2.3 9.7

NoTti. Indexes are seasonally adjusted.

February. Output of nondurable consumer goods
increased only 0.4 percent, as the gains obscrved
in most components were partially offset by
reduced residential use of electricity, compared
with the exceptionally heavy use in December.
Production of business equipment increased 1.1
percent; gains occurred in most groups and were
especially large in transit equipment. Output of
construction supplies advanced 1.5 percent fol-
lowing declines in the final two months of 1983.
Output of materials increased 1.0 percent in
January. Sharp gains in metals and parts for
consumer goods boosted output of durable mate-

rials, which overall had increased only slightly in
December. Output of nondurable materials was
up 0.4 percent in January; production of cnergy
materials was about unchanged, as sharp gains in
coal production were largely offset by decreased
generation of electricity.

In industry groupings, manufacturing output
increased 1.3 percent in January, with durablcs
up 1.8 percent and nondurables up 0.6 percent.
Mining output, which early in this recovery had
lagged somewhat, rose sharply again in January.
Utility output was reduced 2.3 percent.
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Statements to Congress

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affairs, U.S. Senate, Salt Lake City,
Utah, January 16, 1984.

For a chairman of the Federal Reserve Board,
there is a special pleasure in the opportunity to
come to Salt Lake City to participate with the
Senate Banking Committee in a discussion of the
basic rules to guide the development of our
banking system. The senior senator from this
state has been leading the effort to achieve
constructive and timely responses to the need to
change our banking laws to meet today’s condi-
tions. In that respect, Mr, Chairman, you follow
in the tradition of another native son, Marriner
Eccles. As chairman of the Federal Reserve
Board for more than 13 years during the 1930s
and 1940s, he spearheaded the effort to rewrite
banking laws to meet the needs of his time—and
for many years thereafter. Your sponsorship,
Senator Garn, of legislation to rededicate our
office in Washington in his name is an appropri-
ate and welcome recognition of a man to whom
we owe a great deal.

Drawing on his experience as a businessman
and innovative banker in Utah, Marriner Eccles
greatly strengthened the Federal Reserve and did
much to repair the financial system after the
ravages of the banking crisis of the early 1930s
and the depression. He instinctively recognized
the crucial importance of a sound banking sys-
tem to the proper functioning of our economy,
and the necessary role of the federal government
in setting out an appropriate legislative frame-
work, supported by effective supervision and
regulation. He was, of course, particularly con-
scious of the responsibilities of the Federal Re-
serve, as the nation’s central bank, in protecting
the stability of the banking system. He built well,
and in reviewing the problems we face today, 1
am struck by many parallels between the basic

issues that were before the country then and
now.

But, as you well know, under the pressure of
technological and market change, there is also a
pressing need to adapt the legislative framework
to today’s conditions lest crucial continuing ob-
jectives of public policy be eroded or overturned.
In earlier testimony before you, I have reviewed
the dangers of permitting the situation to evolve
in haphazard and potentially dangerous ways,
influenced not just by natural responses to mar-
ket forces, but often by capricious effects of
existing and now outmoded provisions of law.
The result would be not just unfair competitive
distortions but also an unintended unraveling of
basic tenets of public policy that the legislative
structure has been designed to promote.

To summarize our basic approach toward
these matters, our point of departure is the basic
proposition that banks, and depository institu-
tions generally, continue to perform a unique and
critical role in the financial system and the econ-
omy—as operators of the payments system, as
custodians of the bulk of liquid savings, as key
and impartial suppliers of short-term credit, and
as the link between monetary policy and the
economy. This unique role implies continuing
governmental concerns about the stability and
impartiality of these institutions—concerns that
are reflected in the federal ‘‘safety net’ long
provided by the discount window and by deposit
insurance, by regulatory protection against un-
due risk, and by policies to discourage conflicts
of interest and undue concentration of banking
resources. We also believe that these concerns
must, to a degree, encompass business organiza-
tions of which banks are a part—bank holding
companies—for the basic reason that a bank or
depository institution cannot be wholly separat-
ed from the fortunes of its affiliates and from the
success or failure of their business objectives.

Those fundamental concerns are broadly re-
flected in the proposed legislation before the
committee.
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There are now two major proposals, S. 2181,
the Financial Services Competitive Equity Act,
which was introduced by the chairman, and
S. 2134, the Depository Institutions Holding
Company Act Amendments of 1983, introduced
by the ranking minority member, Senator Prox-
mire. Both of these bills have as a common base
S. 1069, the administration’s proposed Financial
Institutions Dercgulation Act (FIDA), which has
been endorsed by the Board. These bills differ in
the scope of new powers authorized bank hold-
ing companies and in some other important ar-
eas, and I also recognize that inclusion of certain
provisions of S. 2181 for discussion purposes
does not necessarily imply endorsement. But |
also believe it important to emphasize that these
bills have key provisions that are identical or
similar, suggesting and reflecting an emerging
broad consensus on the core of constructive
legislation. Thus, I believe the raw materials for
coherent action are now before you, providing a
strong base for legislative action in a matter of
months.

POINTS OF GROWING CONSENSUS

Analysis and discussion of these proposals sug-
gest that the framework for legislative action can
be built on three essential elements: (1) clarify-
ing, through new statutory definitions, what is a
bank, what is a thrift, and the proper scope of
powers for state-chartered banks; (2) streamlin-
ing the procedures of the Bank Holding Compa-
ny Act; and (3) expanding the powers of bank
holding companies.

Other issues, including new rules for interstate
banking and payment of interest on demand
deposits and reserves at the Federal Reserve
Banks, also need early resolution. As a practical
matter, these areas may not have achieved the
same degree of consensus. We would like to see
progress in those directions, and we welcome the
efforts of your chairman to advance the discus-
sion. However, we do not believe inability to
achieve full agreement in all those areas should
necessarily delay legislation dealing with the
core elements of the bills before you.

I do believe that there is a broad agreement
that new definitions of the terms ‘‘banks’ and
“‘thrifts’” are urgently necessary to assure an
orderly framework for the development of the

financial system, to promote competitive cquity,
and to establish clearly the competitive rules for
the various segments of the financial services
industry. One significant area of possible dis-
agreement—the appropriate role for so-called
consumer banks—I will comment upon at a later
point.

Similarly, with respect to the definition of
thrifts, there has been increasingly clear recogni-
tion of the anomalies that arise as thrifts achieve
and implement powers much more comparable
to commercial banks, but still operate under
more liberal provisions of law—such as the ab-
sence of restrictions on ownership, the ability to
obtain jong-term governmental lending, favor-
able tax treatment, and the freedom to branch
intrastate and interstate—denied commercial
banks. The growing similarity of powers, com-
bined with differences in regulatory approaches,
results in competitive inequalities and thus in
tensions that undermine legislative intentions.
All of that is reflected in the strong interest of a
variety of financial or nonfinancial businesses in
the acquisition of thrifts in order to benefit from
bank-like powers and to participate in the pay-
ments mechanism, but without the restrictions
applicable to banks or bank holding companies.

Looked at from another direction, there is
recognition of the fact that the public policy
rationale for the favorable regulatory, tax, and
credit treatment of thrift institutions is funda-
mentally rooted in their activity as home lenders.
Consequently, the essential idea that a thrift
should be defined by a test set forth in terms of
residential lending activity seems to be increas-
ingly accepted, as well as the corollary that such
institutions should not operate in tandem with
nondepository owners. Again, there are differ-
ences on the specifics of the test that need to be
resolved and that I will discuss later.

Recent developments strongly point to the
need for another provision defining the role of
depository institutions—provisions that offer a
framework for the discretion of states in autho-
rizing new powers for state-chartered banking
institutions. To the extent that the Congress, in
the national interest, finds it necessary to cir-
cumscribe the activities of depository institu-
tions and their holding companies, such limita-
tions could be rendered null and void over time
by unrestrained state action.
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There are various approaches toward dealing
with this anomaly in the dual banking system,
reconciling a desirable element of flexibility for
the states to experiment with new kinds of bank-
ing powers while avoiding developments that
undermine the overall policy intent of the Con-
gress with respect to bank and bank holding
company powers. What remains is to decide
among these approaches. Meanwhile, we at the
Board, in view of existing law and expressions of
congressional intent, have indicated that we
could not approve the acquisition of state-char-
tered banks by bank holding companies with the
apparent intent of undertaking, under relevant
state law, widespread insurance activities be-
yond the state in which the bank is chartered.
This is one illustration of the urgent need for
congressional direction in setting appropriate
guidelines.

The streamlining of the procedures for dealing
with bank holding company applications and
eliminating the burden on applicants to demon-
strate net public benefits is broadly supported by
affected institutions and also appears ready
for action. In recent amendments to our regula-
tion governing bank holding company activities,
the Board has gone as far as it felt it could,
consistent with present law, to speed up proce-
dures and lessen regulatory burdens. The ap-
proach encompassed in the bills before you
would permit further progress in these directions
by eliminating the ‘‘benefits and burdens’” test of
present law, limiting bank holding company ex-
aminations and reports, providing for expedited
notice procedures for approval of new activities,
and setting out new and simplified criteria for
determining the permissibility of new activities
generally.

The third area with which any bill must deal is
defining the degree of expanded bank holding
company powers. Again, 1 believe a nascent
consensus has developed for a broader test than
incorporated in present law. S. 2134 and S. 2181
approach the matter in a somewhat different
way; both would have the practical result of
permitting and directing the Federal Reserve to
permit holding companies to engage in a some-
what broader range of services, and the differ-
ences between the bills should be reconcilable.
Both bills follow the administration proposal on
expansion of securities powers of bank holding

companies, including revenue bond underwrit-
ing, and mutual investment fund powers. All of
this has long been supported by the Federal
Reserve Board. In addition, both S. 2181 and
S. 2134 would further provide for underwriting of
mortgage-backed securities. Finally, the latter
bill would promote competitive equity in this
area by applying the Glass—Steagall Act to non-
members as well as Federal Reserve member
banks.

Proposals to extend powers of bank holding
companies to insurance underwriting and broker-
age and to real estate brokerage appear, to
varying degrees, more controversial. S. 2181
provides one possible approach toward dealing
with the concerns about banks acquiring
“healthy’ thrifts by limiting such acquisitions
across state lines. Various limitations have been
suggested for the exercise of real estate develop-
ment powers. While I will touch upon most of
these areas more specifically, we hope and antic-
ipate that further agreement could be reached in
the weeks ahead on the basis for proceeding.

1 look forward to further opportunities to work
with the committee as it reconciles various
points of view. But I also want to emphasize as
strongly as I can that the basic core elements for
constructive Jegislation do seem to be falling into
place, and the opportunity for action is here.

MAJOR ISSUES THAT NEED RESOLUTION

Title I of S. 2181 draws on the base of the
administration FIDA proposals, but with certain
significant changes and additions, including
some consistent with my earlier testimony.
S. 2134 is also built on the administration propos-
als, but is more limited. The remaining titles of
S. 2181 deal with a variety of other banking
issues. These include authorization for regional
interstate banking compacts; interest on demand
deposits and on reserves; preemption of state
interest rate ceilings on business, agricultural,
and consumer credit; and federal rules on deposit
availability. Finally, the bill also adds provisions
on consumer leasing, credit card fraud, expand-
ed powers for credit unions, and an authorization
for bankers’ banks to invest in export trading
companies.

So far as holding company powers are con-
cerned, S. 2181 would make five important
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changes from the administration bill: limitations
on tying of banking and insurance products; the
scope of real estate development; provisions to
avoid excessive concentration of resources; the
definition of the term ‘‘bank;’’ and the proposed
definition of a thrift institution.

I believe there is agreement that tying of the
provision of bank credit or other banking ser-
vices to the sale of products or services by other
affiliates of a holding company could impair
impartiality in credit decisions and competitive
equity. The existing Bank Holding Company
Act, Federal Rescrve regulations, and antitrust
laws already contain safeguards and prohibitions
against conflicts of interest in this area. S. 2181
would add a number of additional limitations and
procedural requirements specifically directed to-
ward the linkage of insurance and banking prod-
ucts to reinforce the prohibition on tying. Similar
questions could arise in the real estate brokerage
area.

We recognize the concerns that motivate the
new provisions. At the same time, cumbersome
detailed requirements could impose burdens not
encountered by other businesses, including re-
tail, securities, and insurance firms, that might
provide insurance services in combination with
other services and products, including credit,
such as personal loans. We note, for instance,
that the proposed provision would not be applied
to thrift holding companies.

These potential competitive differences would
be ameliorated by cxtending any tougher anti-
tying provisions to thrift holding companies and
by curtailing the ability of other businesses to
acquire nonbanks or consumer banks to which
these provisions would not apply. Within that
framework, I belicve fair and reasonable proce-
dural safeguards could be maintained.

The provisions of S. 2181 limit the scope of
real estate development activities, while S. 2134
would not authorize such activities. We believe
there is a reasonable middle course.

The term ‘‘real estate development’’ is itself
an ambiguous and poorly defined activity, rang-
ing in some concepts to the inclusion of housing
and commercial construction; speculative pur-
chase of land; and owning, managing, and main-
taining office buildings and other commercial
properties. Taken as a whole, real estate devel-
opment is an activity that expericnce has taught

has large speculative elements; it is marked by
cyclical instability, and the risks and large com-
mitments potentially involved could bias lending
decisions. As I understand it, however, the main
concern of many banks interested in real cstate
development is taking more passive equity posi-
tions in projects managed by others, usually in
connection with lending commitments, or to help
facilitate the sale and cxchange of property.

The administration proposals provided some
basic and desirable limitations on risk by confin-
ing investment in real estate development subsid-
laries to 5 percent of holding company capital,
and S. 2181 would rule out construction activity
as well. We support those provisions, but also
belicve it might be desirable to adopt certain
other limitations on the scopc of real cstate
development activitics. After further consulta-
tions with intercsted groups, we will be prepared
to suggest more precise legislative language. In
any cvent, we believe the Board should have
clear authority to maintain minimum capital and
maximum leveraging provisions for real cstate
subsidiaries in the interest of the stability of the
institutions and the banking system.

Another provision of S. 2181 is responsive to
the concerns expressed by some, including the
Federal Reserve Board, about the possible po-
tential for an cxcessive concentration of re-
sources from a combination of banks and insur-
ance or other nonbanking companies within a
holding company. Specifically, the bill provides
that a holding company accounting for more than
0.3 percent of domestic deposits could not invest
more than 25 perceat of its capital in any one
class of permissible nonbanking activities. | ap-
preciate the ingenuity of the proposed approach.
But I am concerned about the arbitrary elements
inherent in a double-barreled statistical test, and
whether 1t would in fact effectively accomplish
the stated purpose.

Preliminary analysis suggests, tor instance, the
largest bank holding companies could acquire
controlling interests in the largest insurance com-
panics. We are studying this matter further to sec
if in fact a simpler and more direct test may
adequately achieve your purposc. The complica-
tion does not, of course, artse in the context of
S. 2134, which would provide for no expansion
of insurance powers.

One of the ways in which S. 2181 differs trom
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the administration proposal is in carving out a
major exception to the general definition of a
bank. The proposal raises technical and drafting
problems, but I would like to focus today on the
policy issues. S. 2181 would, in effect, legitimize
the idea of a so-called consumer bank operating
outside the framework of the Bank Holding
Company Act. In effect, a class of banks concen-
trating primarily on consumer business would be
established free from the general banking rules
against conflicts of interest, concentration of
resources, and assumption of undue risk. More-
over, while the proposal formally attempts to
limit interstate acquisition of consumer banks,
the provisions for exempting industrial banks
from the Bank Holding Company Act would
open an avenue for substantial undermining of
the restrictions on interstate banking.

Thus, under the proposal, a bank holding
company would be able to add interstate deposit-
taking and other consumer services to the range
of interstate business lending and other activities
already permitted under the rubric of Edge Act
affiliates, loan production offices, and finance
companies. While we favor review and liberal-
ization of restrictions on interstate banking, we
believe that question should be approached di-
rectly on its own merits, and outside the context
of the definition of the term ‘‘bank’’ that has
such important implications for the policy objec-
tives of the Bank Holding Company Act.

For nonbanking companies—insurance com-
panies, investment houses, retailers, and indus-
trial firms—the practical effect would be to pro-
vide direct access to the payments system and to
facilities for offering insured deposits to the
general public in conjunction with a range of
credit services. Moreover, those nonbanking
companies would appear to be able to engage in
the equivalent of interstate banking, at least
through industrial banks and probably through
the ability of their nationwide office networks to
act on behalf of consumer banks owned by these
companies.

The overall result would be to provide com-
mercial and investment firms major benefits of
being a bank, while not subjecting them to rules
applicable to banking institutions—that is, limita-
tions on the range of activities and ownership,
and protections against conflicts of interest, con-
centration of resources, and excessive risk.

It has been suggested that these nonbank
banks do not raise these public policy issues
because they could not engage in the range of
commercial lending that characterizes the activi-
ties of a typical commercial bank. I question
whether this is a valid conclusion. Virtually the
same issue was faced by the Congress in 1970
when it considered an exemption from bank
holding company restrictions for small banks. It
concluded then that ties between firms engaged
in commercial and industrial activities and
banks, even if those banks were to be engaged
predominantly in consumer lending, raised seri-
ous problems because of potential conflicts and
could encourage increasing cartelization of our
economy through the exercise of preferential
lending.

Even more immediately, the proposed ar-
rangement appears competitively unfair to estab-
lished banks, undercutting the public policy ob-
Jjectives sought by the Bank Holding Company
Act, by giving essential benefits of being a bank
to those that are not subject to the rules. Any
system based on this inequality of treatment will
inevitably come under strain.

I would strongly suggest adoption of the defini-
tion of bank contained in S. 1609 and S. 2134,
The definition contained in these bills seems to
have a wide measure of support as evidenced by
its inclusion not only in these two bills, but also
in legislation proposed by Chairman St Germain,
the Federal Deposit Insurance Corporation, and
the Federal Reserve as well.

Earlier in my testimony, I mentioned the im-
portance of an adequate definition of a thrift
institution eligible for the special benefits provid-
ed by law for these institutions. S. 2181 suggests
a dual test for thrift eligibility for treatment as a
unitary savings and loan holding company—60
percent of assets in residential mortgages and
mortgage-backed securities or no more than 25
percent of assets in certain qualifying commer-
cial loans. The second alternative and indepen-
dent test leaves open the possibility that institu-
tions not engaged very substantially in home
mortgage lending would retain liberal treatment
with respect to activities and banking. For exam-
ple, 75 percent of commercial banks could be
treated as thrifts because they have less than 25
percent of their assets in qualifying commercial
loans. (Only six commercial banks would qualify



Statements to Congress 95

under the first test alone.) If, however, the bill
were modified to provide a true dual test—that
is, both a minimum residential mortgage and a
maximum business credit test—I believe the real
intent of this provision would be met. The point
is that only firms truly committed to residential
mortgages should be provided the existing bene-
fits of unitary holding company treatment. A
single test of residential mortgage lending, as
provided in S. 2134, should be adequate, provid-
ing that the percentage is sufficient and current
federal limitations on commercial lending powers
of thrifts are taken into account.

Plainly, a problem would be posed by this
approach for many savings banks that tradition-
ally have had many securities in their portfolios
but wish to maintain a basic thrift orientation.
Moreover, institutions with mutual ownership
that fail the test would have difficulty in taking
advantage of the full range of holding company
powers available to stock institutions.

A large part of the answer could be found in
transitional arrangements extending over years;
those arrangements could set out benchmarks for
measuring progress toward the objective. In ad-
dition, the possibility of nonspecialized mutual
institutions exercising holding-company-type
powers through subsidiaries could be explored.

I also note that S. 2134 would limit tandem
operations of a qualifying savings and loan with
its nonbanking owner; that is, the joint offering of
products and discounting to common customers
would be discouraged. Those provisions seem to
me important to maintain the separation of bank-
ing and commerce. The general prohibitions on
bank holding companies underwriting corporate
securitics should be applicable to thrifts as well.
The further question also arises as to the extent
to which thrifts not eligible for unitary treatment
should be afforded access to Federal Home Loan
Bank Board credit.

REMAINING POINTS

I will not at this time burden you with detailed
comments on the remaining nine titles of S. 2181.
So far as two of those are concerned, I indicated
our broad support for payment of interest on
reserves and interest on demand deposits in my
testimony last September.

Title X would authorize regional interstate
banking compacts for a five-year period. I previ-
ously expressed my concern about the balkaniza-
tion of the banking system implicit in regional
compacts along what must inevitably be arbi-
trary lines. At the same time, some evolutionary
easing of present state restrictions appears ap-
propriate. While I believe there are more effica-
cious approaches than regional arrangements,
we would not oppose congressional authoriza-
tion of regional compacts if viewed as a tempo-
rary and transitional matter. That, as I under-
stand it, would be the purpose of the provisions
of S. 2181.

We will be happy to submit detailed comments
on the provisions about bankers’ banks, consum-
er leasing, delayed availability, usury ceilings,
and credit card fraud at an early date.

CONCLUSION

I am convinced that the efforts to improve the
legislative framework governing the financial
system, taking account of the vast changes in the
regulatory and technological environment for the
conduct of banking, are now ready to bear fruit.
The discussion and debate on new powers, new
definitions, and competitive equity have been
reflected in a core area of near consensus, and
the remaining issues are ripe for decision. Work-
able proposals and the necessary information are
at hand.

We still have an opportunity to shape the
direction of the financial system in a manner that
recognizes and accommodates market forces but
also recognizes enduring concerns of public poli-
cy.

But we do not have unlimited time. Far from
it. The present arrangements are in disarray, and
events, willy-nilly, are forcing change that may
or may not be consistent with considered judg-
ments about the public interest.

We want competition, and the benefits to the
consumer inherent in competition. We also want
a safe and sound banking system, stable in itself,
and contributing to a larger economic stability.

If we act—and act promptly—we can further
both those aims. We want to cooperate with you
actively in working toward that end. ]
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Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Finance and
Urban Affairs, U.S. House of Representatives,
February 7, 1984,

I am pleased to be meeting with this committee
once again to discuss the Federal Reserve’s
monetary policy objectives for the ycar ahead.
You have before you the official monetary policy
report that is required under the Humphrey-
Hawkins Act. That report, which was released
Monday, describes rather fully the current eco-
nomic situation and sets out our decisions with
respect to monetary policy in detail. (See pages
69-86 of this BULLETIN.) My prepared remarks
this morning will focus mainly on some broader
considerations that seem to me to bear crucially
on our approach to monetary policy, on the
interaction of monetary policy with other poli-
cies, and on our economic prospects.

MONETARY PoLICY *"TARGETS” FOR 1984
AND ECONOMIC PROJECTIONS

At its meeting last week, the Federal Open
Market Committee (FOMC) essentially reaf-
firmed the ranges for money and credit growth
tentatively established in July of last year. Those
new target ranges are set out in table 1, against
the background of last year’s targets.!

The target ranges for M3 and for nonfinancial
debt were lowered by ‘4 percent from the 1983
ranges to 6 t0 9 and 8 to 11 percent respectively
as tentatively set in July. The M2 range was
reduced | percent from the 1983 range to 6 to 9
percent. That is 2 percent lower than anticipated
in July, reflecting in part technical considerations
bearing on the appropriate relationships among
the broader aggregates. The M1 range was set at
4 to 8 percent, | percent lower than during the
second half of 1983, as had been anticipated.

These targeted ranges envisage that the rela-
tionships between the monetary aggregates and
the nominal gross national product—that is, **ve-
locity”’—will return to patterns much closer to

1. The tables and charts to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.

historical norms than was characteristic of 1982
and early 1983. Developments as 1983 pro-
gressed pointed in that direction. At year-end, all
the targeted aggregates appeared to be within the
1983 ranges; a tendency for velocity to rise—in
contrast to historically large declines in 1982 and
early 1983—was more in line with past cyclical
experience.? Further experience will be neces-
sary to confirm the validity of that judgment, and
the committee recognizes that recent regulatory
and institutional changes may be reflected in
some changes in the underlying trends of veloci-
ty, particularly for MI.

For that reason, substantial weight will contin-
ue to be placed on the broader aggregates for the
time being, and growth in M1 will be evaluated in
the light of the performance of the other aggre-
gates. All the aggregates will be interpreted
against the background of developments in the
economy, current and prospective price pres-
sures, and conditions in domestic credit and
international markets.

More detail about the new targets and 1983
performance is provided in the Humphrey—-Haw-
kins Report itself, and I will be glad to address
any questions you have about them.

In setting the new target ranges, the Commit-
tee members generally felt that economic activity
would continue rising through 1984 and into 1985
at a more moderate—and potentially more sus-
tainable—pace of 4 to 4% percent. That growth is
expected to be accompanied by some further
decline in the unemployment rate to the area of
7% to 7% percent. Cyclical factors and special
circumstances—including the effects of bad
weather—are expected to be reflected in a little
larger price increase on average, following the
remarkably good progress of 1982 and 1983.

Taken together, those projections resemble
those set out by the administration and many
others, and they suggest a generally satisfactory
economic performance is probable in 1984. But
those summary forecasts should not divert our
attention from certain serious problems that have
emerged. As I assess the outlook, there are clear
hazards and risks before us. Unless dealt with

2. Subsequent benchmark revisions increased growth of
all the monetary aggregates fractionally, bringing M3 slightly
above the targeted range during the fourth quarter. The
revised data are reflected in table 2 and in the charts.
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forcefully and effectively, they will jeopardize
the good prospects for 1984 and beyond.

THE OPPORTUNITY AND THE RISKS

A year ago, in appearing before you on this
occasion, | emphasized that, after too many
years of pain and instability, we had an enor-
mous opportunity to sustain growth for ycars
ahead in an environment of much greater price
stability. Today, after a year of strong recovery,
that sense of the opportunities before us has only
been reinforced.

The simple fact is that the economy moved
ahead faster, and unemployment dropped more
sharply, than we or most others thought at all
probable. At the same time, the inflation rate
dropped further, to the point that producer prices
were almost unchanged over the year as a whole
and consumer prices rose by less than at any
time over the past decade. The fact that we were
able to combine strong growth with good price
performance is what is so encouraging. It is the
key to lasting success.

With job opportunitics, real incomes, and prof-
its all rising, so has the sense of optimism among
both families and businesses. That widely shared
impression is confirmed statistically in the re-
sults of ‘‘attitudinal’’ indexes that attempt to
measure confidence, expectations, and buying
plans—they are mostly at the highcest, or near the
highest, levels in many years.

I realize that improvement must be measured
from where we started. There was a lot of room
to grow, and the early stages of recovery typical-
ly see rapid growth and less price pressures. Any
satisfaction with what has been happening has to
be tempered by the knowledge that there is still a
considerable way to go to reach satisfactory
levels of employment and before we can claim to
have restored reasonable price stability. In par-
ticular, should inflationary trends and fears again
take hold, prospects for the lower interest rates
and orderly credit markets we nced to support
investment and productivity growth would be
shattered.

I hardly need to remind you that inflation has
tended to worsen during periods of cyclical ex-
pansion. But that need not be inevitable. Out of
hard experience, I believe we can shape disci-

plined policies—indecd, we have already gone a
long way toward shaping policies and attitudes—
toward dealing with the threat.

What we have not done in this past year is face
up to other hazards to our prosperity and to our
stability—hazards that are ncw to our actual
experience but which have been long identified. 1
am referring, of course, to our twin deficits: the
structural deficit in our federal budget and the
deficit in our external accounts—both at unprec-
edented levels and getting worse.

Both of those deficits carry implications for
the prospects of reducing our still historically
high levels of interest rates.

So far, the strains have been masked by other
factors of strength and by the rapidity of growth
from the depths of recession. But with the pas-
sage of time and full recovery, the predictable
effects have become more obvious. They pose a
clear and present danger to the sustainability of
growth and the stability of markcts, domestic
and international. We still have time to act—but
in my judgment, not much time.

SOURCES OF STRENGTH

I can summarizc briefly why I think the develop-
ments of the past year are, in key respects, so
promising—why, potentially, what has been go-
ing on can be not “‘just another’’ cyclical recov-
ery, but the start of a long process of growth and
renewed stability.

Looking back, it is now apparent that the trend
of productivity growth had practically stopped in
the late 1970s. But productivity began to increase
again during the recession and rosc rapidly dur-
ing most of last year. Onc or two years do not
make a new trend, and relatively good productiv-
ity growth is typical of the early stages of recov-
ery. But the evidence—quantitative and qualita-
tive—suggests something more than cyclical
forces are at work in important areas of the
economy. Under the pressure of adversity—and
with the seemingly ‘‘easy pickings' of specula-
tive and inflationary gains diminishing—manage-
ment and labor alike have turned their efforts and
their imagination toward ways to increase effi-
ciency and to curtail overhead.

That, together with growing markets, account-
ed for the speed of the rebound in total profits
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and improvement in profit margins last year from
long-depressed levels, even as prices for many
goods and services tended to stabilize. The cash
flow of businesses has been further reinforced by
the liberal treatment of depreciation and other
tax changes enacted in recent years, and after-
tax economic profits, only a year after recession,
are approaching the highest levels of the 1970s
relative to GNP. Strong expansion in some types
of investment during 1983—particularly electron-
ic equipment where technological change has
been so rapid—carries promise for future pro-
ductivity.

We should not claim too much. Profits remain
well below rates typical of the prosperous 1960s.
Recent employment increases, while highly wel-
come in themselves, have been so large relative
to output growth that they raise some questions
about whether rapid productivity growth is being
maintained. Long-lived investment—new plant
for expansion of capacity—still lags. High inter-
est rates, the uncertainty bred by years of disap-
pointment, and strong competition from abroad
all have restrained heavy investment. Already, a
few industries are close to, or even at, sustain-
able capacity. But, on balance, the evidence and
the omens are more favorable than for several
years.

That is certainly true of the longer-term out-
look for costs and prices. I am well aware that
slack markets and excessive unemployment, the
appreciating dollar together with the ready avail-
ability of goods from abroad, and the decline in
world oil prices all helped account for the rapid-
ity of the drop in the general inflaticn rate and the
degree to which cost pressures have subsided.
To that extent, progress toward stability has had
a sizable ‘“‘one time,”’ or cyclical, component.
But we also now have a clear opportunity to
build in that improvement—the best opportunity
in many years.

As the increase in average wages and salaries,
which accounts for some two-thirds of all costs,
has declined in nominal terms, the real income of
the average worker has increased. That reverses
the pattern as inflation accelerated during much
of the 1970s when escalating wages often lagged
behind more rapidly rising prices. The more
favorable pattern should be assisted by greater
stability in energy prices, where the outlook
(barring political turmoil) appears favorable, and

by stronger productivity growth. With real wages
again rising on average, and with prices more
stable, the logic points toward much more mod-
erate new wage contracts than became the norm
in the inflationary 1970s. The competitive pres-
sures associated with the process of deregulation
in some important industries also have been a
factor working to contain costs and prices, and
happily we can begin to see some signs of more
restrained cost increases in areas, such as medi-
cal care and education, that have been slow to
reflect the disinflationary process.

To the extent we can build confidence in the
outlook for more stable prices, the process
could, potentially, feed on itself. Incentives for
speculation in commodities, and for speculative
excesses, would be greatly reduced and possibili-
ties of another burst in oil prices diminished. It
could provide the best possible environment for
declines in interest rates over time—nominal and
real—and interest rates are themselves an ele-
ment of costs. Lower interest rates could, in
turn, be a powerful factor supporting and encour-
aging housing and the business investment that
we need to maintain economic momentum and to
support productivity growth.

THE PROBLEMS

Nonetheless, as I suggested a few minutes ago,
the prospects for sustained growth and stability
must remain conditional. There is another, and
bleaker, reality. We are faced with two deficits—
in our budget and in our international accounts—
unprecedented in magnitude. Those twin deficits
have multiple causes, but they are not unrelated.
Left untended, each, rather than improving, will
tend to cumulate on itself until finally they will
undercut all that has been achieved with so much
effort and so much pain.

Looking back, the rising budget deficit provid-
ed a large and growing stimulus to purchasing
power as we emerged from recession. It helped
account for the vigor of consumption in the face
of historically high interest rates. The other side
of the coin is that financing the deficit last year
amounted to three quarters of our net new do-
mestic savings. That was tolerable—we obvious-
ly have tolerated it—for a limited period of time
when other demands on those savings were
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limited. Business inventories actually declined
on balance last year, and housing and business
investment were recovering from recession lows.

Even then, deficits were a factor keeping inter-
est rates higher than otherwise, and the implica-
tions become much more serious as the economy
grows closer to its potential. The hard fact is that
for many years we have succeeded in saving (net
of depreciation) only some 7 to 9 percent of our
GNP. Despite the efforts to raise it, the domestic
saving rate remains within that range now and
foreseeably. If the budgetary deficit absorbs
amounts equal to § percent or more of the GNP
as the economy grows—and that is the present
prospect for the ‘“‘current services’ or ‘‘base
line”” budget—not much of our domestic savings
will be left over for the investment we need.

Over the past year, our needs have been
increasingly met by savings from abroad in the
form of a net capital inflow. That money has
come easily; amid world economic and political
uncertainty, the United States has been a highly
attractive place to invest. But part of the attrac-
tion for investment in dollars has been relatively
high interest rates. In effect, the growing capital
inflow has, directly or indirectly, helped to fi-
nance the internal budget, by the same token
helping to moderate the pressures of the budget
deficit on the domestic financial markets. At the
same time, the flow of funds into our capital and
money markets pushed the dollar higher in the
exchange markets even in the face of a growing
trade and current account deficit—and the dollar
appreciation in turn undercut our worldwide
trading position further.

We simply can’t have it both ways—on the one
hand, look abroad for increasing help in financ-
ing the credits related to our budget deficit, our
housing, and our investment, and on the other
hand, expect to narrow the growing gap in our
trade accounts. At the end of the day, the
counterpart of a net capital inflow is a net deficit
on our current account—trade and services—
with other countries.

Most forecasts suggest that we, as a nation,
will have to borrow abroad (net) about 2 percent
or more of our GNP this year to meet projected
domestic needs. That pace does not appear sus-
tainable over a long period. Faced at some point
with a reduction in the net flow of capital from
abroad, the burden of financing the budget deficit

would then be thrown back more fully on domes-
tic sources of savings. If our federal financing
needs remain so high, housing and investment
will be squeezed harder.

I must also point out that, in the same way that
the interest costs of this year’s deficit add to next
year’s requirements—and compound over many
years thereafter—the interest and dividend pay-
ments related to the net capital inflow build up
future charges against the current account of the
balance of payments. Skepticism about our abili-
ty to account accurately and fully for all the
flows of funds into or out of the country is
justified; it is nonetheless ominous that the re-
corded net investment position of the United
States overseas, built up gradually over the en-
tire postwar period, will in the space of only
three years—1983, 1984, and 1985—be reversed.
If the data at all reflect reality, the largest and
richest economy in the world is on the verge of
becoming a net debtor internationally, and would
soon become the largest.

Looking at the same development from anoth-
er angle, it is the exporter, and those competing
directly with imports, that have not shared at all
proportionately in the recovery. Developments
in the fourth quarter illustrate the point. There
has been much comment about the slowing in the
rate of GNP growth to a rate of about 4
percent. But, judging from the preliminary fig-
ures, domestic demands were quite well main-
tained, increasing at a rate of almost 7 percent.
Much of that increased demand flowed abroad,
adding to income and production elsewhere. It
was domestic production, not demand, that grew
appreciably more slowly.

For a time, as with the budget deficit, that kind
of discrepancy is tolerable. Indeed, from one
point of view, it has provided a welcome impetus
toward stimulating the growth process in other
countries of the industrialized world, and the
strength of our markets assisted the external
adjustments necessary in the developing world.
We can also take pride in the fact that others find
the United States an attractive place to invest;
good performance and policies can help sustain
those flows.

But we simply cannot afford to become addict-
ed to drawing on increasing amounts of foreign
savings to help finance our internal economy.
Part of our domestic industry—that part depen-
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dent on exports or competing with imports—
would be sacrificed. The stability of the dollar
and our domestic financial markets would be-
come hostage to events abroad. If recovery is to
proceed elsewhere, as we want, other countries
will increasingly need their own savings. While
we do not know when, at some point the process
would break down.

THE IMPLICATIONS FOR MONETARY POLICY

In the abstract, the ultimate objective of mone-
tary policy is simple to state and widely agreed:
to provide just enough money to finance sustain-
able growth—and not so much as to feed infla-
tion. In the concrete, issues abound.

Some of them are more or less technical—how
we define and measure money and its relation-
ship to the nominal GNP. These questions arc
dealt with in our formal report describing our
decisions on the targets. I want here to concen-
trate on some broader implications of the current
situation for the conduct of monetary policy.

There is no instrument of monetary policy
that, in any direct or immediate sense, can
earmark money only for expansion and not for
inflation, or vice versa. The distribution of any
given nominal growth of the GNP between real
growth and inflation is a product of many fac-
tors—the flexibility and competitiveness of prod-
uct and labor markets, the exchange rate, and
internal or external shocks (such as the oil crises
of the 1970s). Expectations and attitudes devel-
oped out of past experience are critically impor-
tant.

In that respect we have not inherited a sense of
stability. Quite to the contrary, the legacy of the
1970s was deeply ingrained patterns of behav-
ior—in pricing, in wage bargaining, in interest
rates, and in financial practices generally—built
on the assumption of continuing, and accelerat-
ing, inflation, Starving an inflation of the money
needed to sustain it is a difficult process in the
best of circumstances; it was doubly so when the
continuing inflationary momentum was SO
strong.

Now, after a great deal of pain and dislocation,
attitudes have changed—there is a sense of great-
er restraint in pricing and wage behavior, a
greater recognition of the need to improve effi-

ciency, less alarm (at least for the short run) over
the outlook for prices, and relative confidence by
others in the outlook for the United States. In
this setting, we can assume that, within limits,
more of any given growth in the money supply
will finance real activity and less rising prices
than would have been the case when the infla-
tionary momentum was high.

But we also recognize that the battle against
inflation has not yet been won—that skepticism
about our ability, as a nation, to maintain prog-
ress toward stability is still evident. That is one
of the reasons why longer-term interest rates
have lingered so far above current inflation lev-
els. After so many false starts in the past, the
skepticism is likely to remain until we can dem-
onstrate that, in fact, the recent improvement is
not simply a temporary matter—that the Federal
Reserve is not prepared to accommodate a new
inflationary surge as the economy grows. The
doubts are reinforced by concerns that the pres-
sures of the huge budget deficit on financial
markets may, willy-nilly, push us in that direc-
tion, as has happened in so many countries.

The desire to see interest rates lower, or to
avoid increases, is natural. But attempts to ac-
complish that desirable end by excessive mone-
tary growth would soon be counterproductive.
By feeding concerns about inflation, the implica-
tions for interest rates would in the end be
perverse—and likely sooner rather than later. As
things stand, credit markets are already faced
with potential demands far in excess of our
capacity to save domestically; to add renewed
fears of inflation to the outlook would only be to
reduce the willingness to commit funds for long
periods of time and for productive investment.
Inflationary policies would also discourage the
continuing flow of funds from abroad, upon
which, for the time being, we are dependent. In
the last analysis, willingness to provide those
funds freely at current or lower interest rates is
dependent on confidence in our stability and in
our economic management. Depreciation of the
dollar externally as a result of inflationary poli-
cies will not, in the end, help our exporters, or
those competing with imports, because that de-
preciation would be accompanied by inflated
domestic costs.

In a real sense, the greatest contribution that
the Federal Reserve itself can make to our lasting
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prosperity is to foster the expectation—and the
reality—that we can sustain the hard-won gains
against inflation and build upon them.

In my judgment, against a background of more
stable prices, interest rates are indeed too high
for the long-term health of the United States or
the world economy. I have repcatedly expressed
the view that, as we maintain the progress
against inflation, interest rates should decline—
and they should stay lower.

Much is at stakc. We will necd more industrial
capacity, and relatively soon. Even after the
sharp declines in interest rates from earlier
peaks, many thrift institutions and businesses
remain in marginal profit positions and with
weakened financial structures; lower rates would
bring much faster progress in repairing the dam-
age. The cooperative efforts of borrowers,
banks, and the governments and central banks of
the industrialized world have managed to contain
the strains on the international financial system,
but the pressures are still strongly evident. Both
economic growth and lower interest rates are
needed as part of more fundamental solutions.

But wish and desire are not the same thing as
reality—we have to deal with the situation as it
is. In setting the targets for the various monetary
and credit aggregates for 1984 as a whole, the
FOMC had to remain alert to the danger of
renewed inflation as well as to the need for
growth. It also decided that, operationally, it
would for the time being be appropriate to main-
tain essentially the same degree of restraint on
the reserve positions of depository institutions
that has prevailed since last autumn.? That judg-
ment reflects the fact that growth in the various
measures of money and credit now appears
broadly consistent with objectives, that the mo-
mentum of economic expansion remains strong,
and that inflationary tendencics have been con-
tained. That operational judgment will, of
course, be revicwed constantly in the weeks and
months ahead.

Those decisions will reflect continuing ap-
praisals of the rate of growth of money and
credit, interpreted in the light of all the evidence
about cconomic activity, prices, domestic and

3. In the very short run, account will be taken of possible
increases in the level of excess reserves occasioned by the
transition to contemporaneous reserve accounting.

international financial markets, and other rele-
vant considerations. All those factors will, in
turn, be affected by other public and private
policies. In that context, it is the strength of
economic activity, the demand pressures on the
credit markets, and the willingness of others to
invest in the United States that will influence the
course of interest rates.

In approaching our own operational decisions,
the actual and prospective size of the budget
deficit inevitably complicates the environment
within which we work. By feeding consumer
purchasing power, by heightening skepticism
about our ability to control the money supply and
contain inflation, by claiming a disproportionate
share of available funds, and by increasing our
dependence on foreign capital, monetary policy
must carry more of the burden of maintaining
stability, and its flexibility, to some degree, is
constrained.

TOWARD A POSITIVE SOLUTION

Monetary policy is only onc part of an economic
program. It is an essential part, but success is
dependent on a coherent whole.

I have tried to demonstrate that we have come
a long way—that we have much upon which to
build sustained prosperity.

Many of the portents are favorable. Public
policy has encouraged greater competition, re-
moved harmful regulatory restraints, and provid-
ed greater incentives. There are hopeful signs
that productivity is again growing and that a
healthy concern has arisen about costs and effi-
ciency. Energy prices have stabilized. We have
had a strong recovery, and the progress toward
price stability has been gratifying.

Prospects for extending that success rest in
part on continuing discipline by business and
labor. We cannot afford to return to the syn-
drome of the 1970s, with prices and wages chas-
ing each other amid fears of inflation and erosion
of productivity and real incomes. The experi-
ments in the private sector with profit sharing,
with quality circles, and with other forms of
labor-management cooperation—efforts born in
adversity—can bear fruit in prosperity.

If such efforts are to do so—if a sense of
discipline is to be maintained—those of us re-
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sponsible for public policy must be able to dem-
onstrate that inflation will not again get the upper
hand—that productivity and restraint will be
rewarded, not penalized in favor of those seeking
inflationary or speculative gain.

The contribution that monetary and other poli-
cies make to that environment is critical, As the
expansion proceeds, and as some of the tempo-
rary factors restraining prices recede, we as a
nation simply cannot afford to permit inflation to
attain a new momentum. Our monetary policies
are, and in my judgment must continue to be,
geared to avoid that danger.

But for all that progress and promise, some-
thing is out of kilter.

Our common sense tells us that enormous and
potentially rising budget deficits, and the high
and rising deficits in our trade accounts, are
wrong——they cannot be indefinitely prolonged.

That common sense is confirmed by simple
observation. Some of our proudest industries—
potentially capable of competing strongly in
world markets—are in trouble, tempted to shift
more operations abroad for sheer survival or to
demand protectionist walls. Interest rates remain
historically high, threatening housing and invest-
ment.

And, in this instance, economic analysis bears
out, and amplifies, the judgments of common
sense and simple observation. Our two deficits
are related. The budget deficit, by outrunning
our ability to save, damages prospects for hous-
ing and for investment, and makes us dependent
on foreign capital. That capital from abroad, for
the present, alleviates the pressure on our money

markets, but it complicates our trade position.
And if and as our trade account improves, the
brunt of financing excessive budget deficits
would fall back more fully on domestic savings,
squeezing domestic capital spending harder.

We can, of course, sit back and wait awhile
longer, hoping for the best.

I certainly have some understanding of the
difficulties of achieving a consensus on difficult
budgetary choices when a sense of immediate
crisis is lacking—when for the moment things
seem to be going so well.

But I also know to wait too long would be to
take risks with the American economy.

It is already late. The stakes are large. Markets
have a mind of their own; they have never waited
on the convenience of kings or Congressmen—or
elections.

The time to take the initiative is now, when we
can influence markets constructively—when we
can demonstrate that we are in control of our
own financial destiny. Real progress toward re-
ducing the budget deficit is needed to clear away
the dangers.

I sense a fresh opportunity in the proposals of
the President for a joint effort to attack the
deficit—for a sizable ‘‘down payment’’ on what
is ultimately needed.

Certainly, that kind of demonstration that we
are beginning to face up to our budgetary prob-
lem would make it easier for monetary policy to
do its necessary work. And, in the larger scene,
it would be tangible evidence to our own people
that we can do what is necessary to seize the
bright opportunities before us. O

Chairman Volcker presented identical testimony before the Senate Committee on Banking,

Housing, and Urban Affairs on February 8, 1984.

Statement by Nancy H. Teeters, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Consumer Affairs,
Committee on Banking, Housing, and Urban
Affairs, U.S. Senate, February 7, 1984.

I am pleased to appear before you this morning
to present the views of the Board of Governors
on the issue of whether the Truth in Lending Act
should continue to prohibit merchants from

charging higher prices to credit card purchasers
than to cash purchasers through the use of a
*‘surcharge.”

As you know, the purpose of the Truth in
Lending law, which was passed in 1968, is to
provide for a uniform disclosure of the cost of
credit to consumers through the identified ‘‘fi-
nance charge’’ and ‘‘annual percentage rate.”” As
a result, the act originally required that any
differential between the price charged in a cash
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transaction and that charged in a credit transac-
tion be treated as a cost of credit and included in
the finance charge and annual percentage rate.

This requirement, as well as state disclosure
and usury laws, however, was viewed in subse-
quent years as an obstacle to merchants wishing
to implement two-tier pricing systems for cash
and credit card customers—that is, establishing
two prices for property or services, a lower price
for customers paying cash and a higher price for
customers paying with a credit card. Consumer
groups argued that the fee imposed on merchants
by credit card companies was being passed on in
higher prices to all customers.! As a result, it was
argued that cash customers were being forced to
subsidize credit customers when they were re-
quired to pay the same price for an item. Two-
tier pricing systems were thus viewed as poten-
tially beneficial to consumers as a means of
eliminating the subsidy.

The Congress responded to this concern and
sought to eliminate this subsidy by removing the
Truth in Lending and state law obstacles to
merchants offering lower prices to cash custom-
ers. It amended the federal act in 1974 to provide
that discounts for cash need not be considered
finance charges for purposes of Truth in Lend-
ing. There was, however, a great deal of uncer-
tainty following action by the Congress as to
whether it intended to permit additions to prices
for credit card customers (surcharges) as well as
reductions in prices for cash customers (dis-
counts). In response, the Congress in 1976 pro-
hibited the imposition of surcharges—that is,
adding an amount to the regular price of an item
when it was sold to credit card customers.2 At
the same time, the Congress responded to the
concern that state disclosure and usury laws
presented an obstacle to discount programs by

1. The charge assessed by a credit card company on a
merchant’s credit card transactions is often referred to as the
‘“‘merchant discount."” If a merchant accepts a credit card for
a $100 purchase, for example, the merchant might be as-
sessed a three percent fee, thus receiving only $97 when the
transaction is processed by the credit card company.

2. In amending the act, the Congress defined a *‘discount™
as a reduction in the regular price and a ‘‘surcharge’ as an
addition to the regular price. The “‘regular price’’ was not
defined, however. In order to allow merchants to determine
whether their programs involved discounts or surcharges, the
Board by regulation defined regular price. This definition was
made part of the act in 1981.

preempting them to the extent those laws treated
discounts as finance charges.

However, because of some uncertainty as to
the effect of the surcharge prohibition, it was
originally scheduled to expire on February 27,
1979. Subsequently, the expiration date was ad-
vanced, and the surcharge prohibition will now
expire on February 27, 1984. The chart in attach-
ment A summarizes the provisions of the current
law and indicates the provisions that would apply
after the expiration date, absent some action by
the Congress.?

The principal reason for the temporary nature
of the surcharge prohibition was to allow the
Congress to study the issue more thoroughly. It
wanted to determine whether there is, in fact, a
higher cost associated with the use of credit
cards; whether cash customers do, as a result,
subsidize credit customers; and whether it is
necessary to allow surcharges as well as dis-
counts in order to eliminate any subsidization.
When the prohibition was last extended in 1981,
the Board was directed to prepare a report on the
effects of credit cards so that the Congress would
have a basis for making a permanent decision
regarding surcharges. The report was to discuss
the impact of credit cards on the costs that
merchants incur, on the pricing of goods and
services, and on retail sales volume.

The Board submitted its report in July 1983.
Appendix B contains a more detailed summary
of the results, but these are the main findings:

eThe costs to retailers of credit card transac-
tions (including point-of-sale, security-related,
and financial costs) are higher than the costs for
other types of transactions, The extra cost is
about 2 to 3 percent of the transaction amount.

eThere is little evidence that credit card usage
increases overall retail sales volume. Since credit
cards are so widely accepted, retailers as a whole
do not recover the added cost of credit card
transactions through increased sales.

o¢The extra cost of credit card transactions (to
the extent it is not recovered directly from credit
card users) is reflected in retail prices. It appears

3. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551,
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that on average the price of a given item is
increased by something less than [ percent.
sAbout 25 percent of gasoline stations and 6
percent of other retailers offer discounts. Ap-
proximately 40 percent of all retailers surveyed
believed that discounts for cash are ‘‘a good
idea.”’

In finding that credit card transactions cost
most retailers more than cash or check transac-
tions, and that the additional cost is generally not
offset by higher sales volume but is reflected in
the price level, the report supports the conclu-
sion that cash buyers, at least to some extent,
subsidize credit card users when all customers
pay the same price. The report estimates the
typical size of the subsidy to be between 2
percent and 1% percent of the total price. Thus,
it appears that the theory underlying the attempt
by the Congress in 1974 to eliminate the subsidy
of credit card users by encouraging two-tier
pricing was correct. At the same time, the size of
the subsidy may be smaller than many people
had assumed, which may help to explain why
relatively few retailers have seen fit to adopt
two-tier pricing.

In summary, our studies confirm that cash
customers subsidize credit customers to some
extent. The report also indicates that discount
programs have become popular in at least one
industry, but probably are not as widespread in
the marketplace as a whole as proponents of the
legislation hoped. Finally, a sizable percentage
of the retailers surveyed look with favor on such
programs.

Although many options are now available to
the Congress, they fall into three categories.
Congress could remove the special Truth in
Lending rules for discounts and surcharges, thus
requiring them both to be treated as finance
charges; as a practical matter, this would proba-
bly eliminate the existing programs and ensure
that new ones would not develop. Congress
could make the surcharge prohibition perma-
nent, thereby permitting continuation of most
discount programs now in place, but without any
good reason to expect more to be offered in the
future. Finally, it could allow the surcharge
prohibition to expire, thereby possibly promot-
ing some additional two-tier pricing. The Board
favors this third alternative, provided the sur-

charge or discount does not exceed 5 percent. To
make such programs work, the exemption from
the Truth in Lending rules, both state and feder-
al, and from state usury ceilings should be avail-
able to both programs.

Our recommendation that both surcharges and
discounts be permitted is based on the proposi-
tion that the two are fundamentally equivalent,
as well as on a number of practical consider-
ations. First, while advocates of discounts have
claimed that discount programs result only in
price reductions for cash buyers, without penal-
izing credit card users, economic reality is such
that prices generally will be restructured so that
the “‘new’’ credit price is above—and the dis-
counted cash price only somewhat below-—the
“‘old’’ single price. The Board’s study indicates
that if discount programs are to be economically
feasible, most are likely to involve some increase
in the price, from which discounts to cash cus-
tomers are calculated. In fact, two-tier pricing
through discounts ordinarily would result in es-
sentially the same level of credit and cash prices
as would a surcharge program.

Second, allowing two alternative methods of
pricing may provide merchants the flexibility
they need to offer more of the two-tier pricing
that the Congress is trying to encourage. Al-
though 40 percent of the retailers surveyed by
the Board considered cash discounts a ‘‘good
idea,”” only 6 percent actually offered them. This
low figure may mean that merchants find dis-
count programs to be too much trouble to admin-
ister.

Another possible explanation is that the simi-
larity between discounts and surcharges causes
merchants to be confused about what is a permis-
sible discount and what is an illegal surcharge—
as evidenced by many inquiries the Board has
received about the distinction. This uncertainty
may discourage merchants from risking a viola-
tion of federal law. If the lack of two-tier pricing
is related to either or both of these factors, then
there is some hope that permitting both pricing
schemes might promote the result the Congress
originally hoped to achieve.

A third consideration concerns the claim made
by some opponents of surcharges that allowing
both types of two-tier pricing will lead to con-
sumer confusion in a marketplace where some
merchants offer discounts and others impose
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surcharges. While the possibility of some initial
confusion certainly exists (much like that which
accompanied the introduction of discount pro-
grams at service stations), we do not think the
problem would be major since merchants would
still be required to disclose their policies. In
addition, the Board believes that competition
and the merchants’ desire for customer goodwill
would lead them to make clear to their customers
what their pricing practices are. Furthermore,
there is at least one type of problem with dis-
count programs that would not exist with sur-
charges. There have been reports that cash-
paying customers have not always received the
discounts to which they were entitled; this has
occurred, for example, where customers be-
lieved that the posted price reflected the dis-
count, when it in fact did not.

In addition to allowing both types of pricing
systems, we urge the Congress to make two
other changes. First, we suggest that the amount
of the price differential in any two-tier pricing
system that is excluded from Truth in Lending
requirements and state disclosure and usury laws
be limited to 5 percent of the cash price of the
property or service. Any price differential be-
tween cash customers and credit customers is a
cost of credit and normally would be viewed as a
finance charge. In this case, however, the Con-
gress chose to sacrifice some accuracy in the
credit cost disclosures and the protection offered
by state usury laws in order to help eliminate
subsidization of credit card users. Since this
provision involves a trade-off with the goals of
the Truth in Lending Act and state laws, we
think some limits are appropriate. Furthermore,
we think the 5 percent limit would not keep

merchants from offering price differentials relat-
ed to the extra cost of credit card transactions.
The Board’s study indicates that the fee imposed
by credit card companies on merchants averages
3.1 percent (with an average of 4.1 percent for
small businesses), well within the 5 percent limit.
In addition, most cash discounts now being of-
fered are in the neighborhood of 3 to 5 percent.
Therefore, we believe that limiting the differen-
tial to 5 percent would avoid any major distor-
tions of credit costs as a result of the finance
charge exclusion without adversely affecting the
provision’s goal.

Second, we believe that the two-tier pricing
provision should be limited to credit cards. The
purpose of the original cxception, in fact the only
focus of the discussions over the years, was to
provide a means to remove from the price
charged to the cash customer the extra cost of
credit card transactions. However, in 1981 the
Congress changed the language of the act to
provide special treatment for discounts not only
in credit card transactions, but in all open-end
credit transactions. The Board believes that
since open-end credit transactions not involving
a credit card do not generally result in a “‘mer-
chant discount,’” this may have been an unwar-
ranted extension of the provision and could
further undercut the accuracy of the Truth in
Lending disclosures and the effectiveness of
state laws. We therefore recommend that the
special treatment offered two-tier price differen-
tials be limited to credit card transactions.

1 appreciate the opportunity to address the
subcommittee and hope that our testimony will
be of assistance in your efforts to deal with this
difficult question. O

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Joint Economic Committee, February
9, 1984.

I appreciate the opportunity to appear before this
committee today. As you know, the Federal
Reserve submitted its semiannual monetary poli-
cy report to the Congress earlier this week. That
report describes in detail our plans for monetary
policy, including the Federal Reserve’s objec-

tives for the growth of money and credit. 1 have
also testified before the House and Senate Bank-
ing Committees in the past two days and have
distributed copies of my formal statement to you.
My prepared remarks this morning, therefore,
will be brief and confined to more general consid-
erations of monetary policy within the context of
recent and prospective economic and financial
developments.

The basic policy objective of the Federal Re-
serve continues to be to contribute to sustained
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economic expansion in a context of greater price
stability. In setting the target ranges for the
various monetary and credit aggregates, the Fed-
eral Open Market Committee (FOMC) at its
meeting last week had to be alert both to the need
for economic growth and to the danger of re-
newed inflationary pressures. Consistent with
these objectives and the current economic situa-
tion, the FOMC essentially reaffirmed the tenta-
tive ranges for the monetary and credit aggre-
gates for 1984 established last July. The ranges
call for growth rates that are Y2 to | percentage
point below those set for 1983.!

The ranges for 1984 envisage that relationships
between monetary and credit growth and eco-
nomic activity and inflation—the *“‘velocity’ of
money—will broadly follow past trends and cy-
clical developments after the unusual behavior of
1982 and early 1983. Most of the special influ-
ences that depressed velocity in late 1982 and
early 1983 appear to be behind us, and the
evidence over the past half year has become
more (but not entirely) in line with longer-run
experience. This judgment about the fundamen-
tal relationship between money and economic
performance will, of course, be reviewed con-
stantly in the months ahead, and our evaluation
will reflect all of the available evidence about
production, employment, prices, and domestic
and international financial markets.

Consistent with the monetary ranges estab-
lished for this year, the members of the FOMC
generally felt that the economy would grow at a
more moderate—and potentially more sustain-
able—pace of 4 to 4% percent during 1984 and
into 1985. The gains in output are expected to
generate a further expansion of new job opportu-
nities, and the unemployment rate is expected to
decline to the area of 7%2 to 7% percent by year’s
end. After remarkably good progress in 1982 and
1983, price increases are expected to be a little
larger on average, essentially as a result of
cyclical factors and special circumstances—in-
cluding the effects of bad weather and the large
hike in payroll taxes earlier this year.

The prospect of further good economic gains in
1984 comes on the heels of a performance in 1983

1. The new target ranges are set out in table | against the
background of last year’s targets. The table is available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C, 20551.

that was far better than anticipated. Real gross
national product rose 6 percent over the four
quarters of the year, well above earlier projec-
tions, and the unemployment rate was cut 2\
percentage points. At the same time, most broad
measures of prices and wages recorded further
progress toward lower inflation. With employ-
ment expanding, productivity improving, and
inflation moderating, the real income of the aver-
age worker rose.

As we move into 1984, there are strong rea-
sons for believing the economic gains of the past
year can be extended. The latest reports on
employment, income, and production, showing
further gains around the turn of the year, are
consistent with that view, as are indexes of
consumer and business confidence at high levels.
Much more fundamentally, the progress against
inflation, the evidence of increased productivity,
the sense of greater discipline and restraint, and
a recovery in profits all, in my opinion, go a long
way toward setting the stage for a long period of
greater prosperity.

We all realize a year of strong recovery—hard
on the heels of a severe recession—has left
unemployment still far too high, with some 9
million still out of work. To some degree, the
rapid progress toward price stabilization has
reflected ‘‘one time’’ or cyclical influences.
More time must pass before we can claim suc-
cess or take satisfaction that we have restored
prosperity or assured stability. And, we need to
recognize and deal effectively with some obvious
hazards and risks that jeopardize the good pros-
pects for 1984 and beyond.

Those prospects rest in good part on whether
interest rates, and conditions in credit markets
more generally, can support the housing and
investment we need, whether we can restore
better balance in our international accounts, and
whether, in the meantime, we can count on the
inflows of capital from abroad upon which we
have become dependent.

Over time, success in those areas is dependent
on the expectation and the reality that we can
build on the progress toward price stability.
Monetary policy must contribute to that goal—
disciplined growth in the money supply is a
critical ingredient. But there are also factors
outside the control of monetary policy that bear
importantly on the question.
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As you know, we are faced with two deficits:
the structural deficit in our federal budget and
the deficit in our external accounts—both at
unprecedented levels and getting worse. Those
twin deficits have multiple causes, but they are
not unrelated. Left unattended, each, rather than
improving, will tend to cumulate on itself. Soon-
er or later, the financing of those deficits will
expose us to financial risks that could undercut
all that has been achieved in recent years with so
much effort and so much pain.

Large budget deficits, currently and prospec-
tively, are a burden on credit markets and absorb
historically unprecedented fractions of our do-
mestic savings. That is one reason interest rates
today are far higher than is healthy from the
standpoint of balanced growth domestically.
Those interest rates have been moderated as a
result of a growing capital flow from abroad,
stimulated by a variety of causes; in effect, net
capital inflows have been used, directly or indi-
rectly, to help meet the government’s financing
requirements. But those growing capital inflows,
which have tended to make the dollar appreciate
relative to other currencies, are also inextricably
related to a large and growing deficit in our trade
accounts. In both our financial and our trading
interests, we cannot afford to become addicted to
drawing on increasing amounts of foreign savings
to supplement our limited domestic savings sim-
ply because the federal government is drawing so
heavily on that savings pool. The longer they
last, the more difficult it is to cope with these

internal and external deficits because interest
costs compound on themselves.

I believe we now have a rare opportunity to set
in train a long period of growth and stability, A
decade that began with accelerating inflation and
prolonged recession can end with renewed confi-
dence and strength. But that happy vision will
not be achieved by resting on our oars—by
sitting back and drifting with the tide. It will
require a continuing sense of discipline by busi-
ness and labor, and emphasis on competition and
productivity. It will require the demonstration by
those of us responsible for public policy that our
twin deficits can be brought under control and
that inflation will not again get the upper hand.

We can and should be gratified by the progress
that has been made, and by the many positive
signs in the outlook. We have time—time to
influence markets constructively, time to demon-
strate that we are in control of our own financial
and economic destiny. But to wait would be to
multiply the risks, to increase the hazards to full
recovery, to jeopardize what has been achieved.

That is why 1 hope that you in the Congress,
together with the administration, can find the
consensus required to begin reducing the budget
deficit, and to restore confidence that, over time,
the structural deficit can be closed. Right now,
no other action appears so promising and so
important in terms of seizing, and capitalizing
upon, the immense opportunities before us. Cer-
tainly, that would make it easier for monetary
policy to play its own essential role. |
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Announcements

ENFORCEMENT OF COMMUNITY
REINVESTMENT ACT

The Federal Reserve Board today announced a
series of steps, based on recommendations from
its Consumer Advisory Council to strengthen
enforcement of the Community Reinvestment
Act (CRA).!

In sending its report to the Council’s chair-
man, the Board said:

The Federal Reserve has completed its review of the
Consumer Advisory Council’s study on the Federal
Reserve’s implementation of the Community Rein-
vestment Act and has taken actions to carry out most
of the Council’s 50 or so recommendations. A good
many of the Council’s recommendations suggested
improvements that could be instituted by the Federal
Reserve staff without official Board consideration, and
others suggested continuing existing Federal Reserve
programs. In both cases the Board’s staff has taken
appropriate action to ensure the implementation of
Council suggestions. The Board of Governors has
noted these staff responses.

Several Council suggestions, however, re-
quired Board review and were considered at the
Board’s January 25, 1984, meeting.

Principal actions by the Board (other than
those previously announced concerning proce-
dures for processing bank and bank holding
company applications) are reported below.?

1. The Consumer Advisory Council, established by the
Congress at the request of the Federal Reserve Board, is
comprised of 30 members, representing a broad range of
consumer and creditor interests. It meets several times yearly
with the Board to counsel the Board on its responsibilities
under the Consumer Credit Protection Act.

The Board announced on January 31 a number of amend-
ments to its procedures for bringing applications involving
banks and bank holding companies to public notice and for
handling protests. These amendments incorporated most of
the Council’s recommendations in these fields that were
included in the Council’s review of the Board’s implementa-
tion of CRA. The previously announced Board and staff
responses to the Council’'s recommendations with respect to
these application procedures are included in the overall

The Council suggested development by the
Federal Reserve System of improved means for
detecting lender practices that illegally discour-
age loan applications.

The Board took the following actions:

e In the interest of developing a unified system,
invited other financial supervisory agencies to join in a
review of systems used in gathering information on the
race, national origin, sex, marital status, and age of
applicants for credit.

e Left open for future consideration proposed adop-
tion of an automated or computerized system for
analyzing data derived from applications.

e Decided against the routine use of ‘‘testers’ in
examining for illegal credit discrimination by state
member banks.? However, when there is a strong
suspicion of possible discrimination at an institution,
the Reserve Bank will report the facts and consult with
Board staff to determine if using testers is appropriate.

The Board staff responded affirmatively to a
number of Council recommendations in the field
of bank examination procedures. These include
giving special guidance to examiners in how to
conduct examinations of both small rural institu-
tions and large wholesale banks, sharing of infor-
mation among examining agencies, broadening
the range of organizations examiners interview
(with increased emphasis on contacts with com-
munity-based and minority groups), encouraging
lenders to maintain written loan policies, and
development of materials that examiners can use
to discuss, with bank management, bank partici-
pation in programs affecting small and minority
businesses and local community development.

responses by the Board made public today, but are not
repeated in this release.

2. The Board also considered, but decided not to pursue,
Council recommendations regarding revision of the CRA
rating system and the CRA statement,

3. Testers might approach a lending institution by tele-
phone, or in person, for the apparent purpose of applying for
credit, but in fact to determine whether the institution dis-
criminates against some applicants, such as women or minor-
ities.
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The staff also noted that the System’s affirma-
tive action program meets recommendations of
the Council regarding a special recruitment effort
for hiring Federal Reserve consumer compliance
examiners; other System programs meet recom-
mendations concerning recruitment, carecr train-
ing, and development in the System. The Re-
serve Banks will continuc to emphasize
consumer compliance cxamination as an integral
part of their regulatory activity. The staff also
responded affirmatively to a number of other
recommendations by the Council regarding con-
sumer compliance examiners and examination.

Further, staft responses indicated agrecment
with Council recommendations concerning the
activities, responsibilities, training, and relation-
ship of Community Affairs Officer (CAOs) to
examiners in the area of community develop-
ment, and for giving priority to the community
affairs functions of the CAOs. It was noted that
the responsibilities of CAOs include the develop-
ment, as recommended by the Council, of com-
munity profiles and other credit-related data
analysis to assist examiners in cvaluating the
performance of banks under CRA.

The Council suggested that changes should be
made to define clearly the responsibilities of
CAQOs at the Reserve Banks so as to ensure morce
consistent CRA implementation nationwide, that
the Board should make greater cfforts to see to it
that CAOs are carrying out their duties, and that
the Board should devise a system for measuring
the effectiveness of CAO activities.

The Board accepted the first two of these recom-
mendations, but decided that the third is not compati-
ble, at this time, with the nature of the CAO’s role.
However, future development of such a system was
not ruled out.

The Board is developing, in consultation with the
Reserve Banks, a Systemwide statement of Communi-
ty Affairs Officer activities and responsibilities, and
beginning in 1985 will require annual operations re-
views of this activity,

INCOME OF FEDERAL RESERVE BANKS

Preliminary figures indicate that gross income of
the Federal Reserve Banks amounted to $16.07
billion during 1983, More than $14 billion of this
was paid to the U.S. Treasury.

Income of the Federal Reserve System is
derived primarily from intcrest accrued on U.S.
government sccuritics that the Federal Reserve
has acquired in the conduct of monetary policy
through open markct operations. Income from
Federal Reserve services amounted to $497 mil-
lion.

Operating expenses of the 12 Reserve Banks
and their branches totaled $1.022 billion, includ-
ing $68 million for earnings credits granted to
depository institutions. Assessments by the
Board of Governors amounted to $72 million for
Board expenditures and $152 million for the cost
of Federal Reserve currency. Other deductions
from current net income amounted to $400 mil-
lion. This was primarily the result of $456 million
of unrcalized loss on assets denominated in for-
eign currencies related to revaluation of the
assets at market cxchange rates, and a $21 mil-
lion gain on sales of U.S. government obliga-
tions.

Net income before dividends, additions to
surplus, and payments to the Treasury totaled
$14.424 billion, Statutory dividends to member
banks were $85 million; additions to Reserve
Bank surplus were $107 million; and payments to
the Treasury as intercst on Federal Reserve
notes amounted to $14.232 billion.

Under the policy established by the Board of
Governors at the end of 1964, all net income after
the statutory dividend to member banks and
additions to surplus to bring it to the level of
paid-in capital is paid to the U.S. Treasury as
interest on Federal Reserve notes.

RULES REGARDING [INTERNATIONAL
LENDING SUPERVISION ACT

The Federal Reserve Board on February 9, 1984,
announced adoption of rules to implement sever-
al sections of the International Lending Supervi-
sion Act of 1983,

Two of the rules require banking organizations
to maintain special reserves and authorize the
Board to require submission of quarterly reports
on the foreign lending of banking institutions,
including publication of material country expo-
sure. These rules will be effective upon publica-
tion.

In addition, the Board published for comment
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proposed rules respecting the accounting for fees
associated with international loans. (See ‘‘Pro-
posed Actions.”’)

The three federal banking regulators—Federal
Deposit Insurance Corporation, Federal Reserve
Board, and Office of the Comptroller of the
Currency—are issuing the rules and proposals
jointly, as one facet of a joint program to
strengthen, under the new law, the supervision
and regulation of foreign lending by U.S. banking
organizations. The Board’s rules apply to state
chartered banks that are members of the Federal
Reserve System and to bank holding companies
and Edge and Agreement corporations engaged
in banking. Nonmember banks and national
banks are covered by the rules of the other
agencics.

At the same time as it published its rules, the
Board announced that it is holding open the
period for comment on questions of whether the
U.S. branches or agencies or commercial lending
subsidiaries of foreign banks should be subject to
these provisions or other provisions of the act.
Therefore, the final rules being published do not
at this time apply to these entities.

The Board adopted its final rules under section
905(a) of the act after consideration of comment
received on proposals published in December.
Section 905(a) requires banking institutions to
maintain special reserves, out of current income,
against the risks present in certain international
loans or other international assets, when the
federal banking agencies determine that such
reserves are necessary.

The principal elements of the rules under this
section adopted by the Board are the following:

e A banking institution shall establish an Allocated
Transfer Risk Reserve (ATRR) for specified interna-
tional assets (principally loans) when required under
these rules.

e At least annually, the agencies shall jointly deter-
mine the following: (1) which international assets are
subject to risks warranting establishment of an ATRR;
(2) the size of the ATRR; (3) whether an already
established ATRR may be reduced.

The rules also set forth the criteria to be used
in determining whether an ATRR is required
under two headings: (1) whether the quality of
international assets has been impaired by pro-
tracted inability of borrowers to make payments

on their obligations; and (2) whether there are no
definite prospects for restoring orderly debt ser-
vice.

When required, the initial year’s ATRR nor-
mally will be 10 percent of the principal amount
of the asset on which reserves must be kept, or
more, or less, as determined by the federal
banking agencies, and, when required for subse-
quent years, normally will be 15 percent, or
more, or less, as the agencies determine. The
rules specify the factors according to which of
these amounts will be determined.

The Board will notify each banking institution
it supervises of the amount of any ATRR and if
an ATRR may be reduced. A banking institution
may write down an asset in lieu of establishing an
ATRR. If an institution does so, it must replenish
its allowance for possible loan losses to the
extent necessary to provide adequately for esti-
mated losses in its loan portfolio. An institution
may at any time reduce an ATRR to the extent of
any write-down on its books of the value of the
relevant asset.

The Board also adopted a rule setting forth the
framework for requiring country exposure re-
ports by banking insitutions (under Section 907
of the act). This rule provides that the Board will
prescribe jointly with the other federal banking
agencies the format, content, and reporting and
filing date of the reports. For this purpose, the
agencies have initiated modifications in the cur-
rent Country Exposure Report form (FFIEC-
009).

REVISIONS TO OFF-LINE SURCHARGES
FOR WIRE TRANSFERS OF FUNDS

Revisions to the off-line surcharges for the Re-
serve Bank’s wire transfer of funds and net
settlement services have been made, to become
effective March 1.!

The new fee schedule is the following:

Wire transfer

of funds (dollars) Net settlement (dollars)

Off-line settlement ...... 8.00
Telephone advice .......3.00

Off-line origination ...... 5.50
Telephone advice, ....... 3.00

1. Off-line institutions do not have an electronic connection
with the Federal Reserve and, therefore, must originate their
transactions and be advised of their settlement by phone.
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Pending Board action, the basic transfer fee,
currently $0.65 will remain in effect for all on-
and off-line transfers of funds.

EXEMPTIONS FROM REGULATION Y

The Federal Reserve Board acted upon a number
of requests submitted by companies under the
procedures provided in the Board’s revised Reg-
ulation Y for exemptions from the regulation.
The Board approved limited exemptions for cer-
tain state chartered savings and loan associations
and a six-month extension of time for companies
that acquired banks before December 10, 1982,
to comply with the regulation.

In today’s action, the Board decided, upon the
basis of requests received from affected institu-
tions, that it will not consider as bank holding
companies those companies that acquired state
chartered savings and loan associations before
December 10, 1982, the deposits of which are
privately insured under state law, provided that
these institutions [imit their lending and deposit
taking activities to those permissible for federally
insured thrift institutions under the Home Own-
ers’ Loan Act.

The Board also, upon request, will grant a six-
month period for compliance with the revised
regulation by companies that acquired banks
before December 10, 1982, and that will become
bank holding companies as a result of the Regula-
tion Y revisions.

Under the Bank Holding Company Act, such a
company must register with the Board as a bank
holding company within 180 days of February 6,
1984, the effective date of the revised regulation.
The Board’s decision provides that such a com-
pany may request that it not be regarded as a
bank holding company during this 180-day period
before registration, in order to allow sufficient
time for orderly compliance with the act.

At the expiration of the 180-day period, the
company will be required to either register as a
bank holding company or to terminate the status
of its subsidiary as a bank. If the company
registers, the company would be regarded as a
bank holding company and would be required,
within two years from February 6, 1984, to divest
its impermissible nonbanking activities and to
seek Federal Deposit Insurance Corporation in-

surance for its bank subsidiaries. Upon request
the Board may grant extensions of this two-year
period for three additional one-year periods.

AMENDMENTS TO PROCEDURES FOR
PROCESSING APPLICATIONS

The Federal Reserve Board has announced
adoption of amendments to its procedures for
processing applications, including revision of the
Board’s Statement of Policy on Handling Pro-
tested Applications of bank and bank holding
companies. These amendments are intended to
provide the public with clearer and easier to use
procedures for filing protests and for requesting
meetings or hearings.

The amendments are based in part on recom-
mendations of a Board staff task force, estab-
lished to review the Board's procedures for
handling protested applications. The Consumer
Advisory Council (CAC) was requested to study
the Board’s implementation of the Community
Reinvestment Act (CRA), and the Board’s
amendments to its procedures and policy state-
ment incorporate most of the CAC recommenda-
tions on procedures for bringing applications to
public notice and for dealing with protests.!

The amendments apply to applications for
which notice is published on or after January 31,
1984.

The amendments incorporate the following
recommendations by the Consumer Advisory
Council task force:

e Adopt a revised newspaper notice of applications,
published in plain English and including a statement
that one of the factors the Board considers in acting on
applications is the performance of banks concerned in
the application in helping to meet local credit needs.

¢ Explore ways in which Reserve Bank weekly bulle-
tins noting applications newly received can be made
more informative.

o Publish a comprehensive document consolidating
publications relating to CRA and additional informa-

1. At the same time the Board acted on the Council’s advice
concerning protested applications, it adopted most of the
Council's further recommendations deriving from its study of
Board implementation of the Community Reinvestment Act
in the fields of development of Federal Reserve compliance
personnel, examination procedures, and community affairs
officers. These actions are being announced separately.
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tion on factors the Board considers in evaluating
applications under CRA.

e Formalize procedures for notifying protestants of
the Board's decision on a protested application and
take steps to explain the decision.

o Make special efforts to provide protestants with an
explanation of analysis of data relating to a protest.

To implement Board action on these recom-
mendations of the Council’s task force, Federal
Reserve procedures will be revised as follows.

o A model ‘“‘plain English’® newspaper notice of an
application will be used and the Community Affairs
Officer of the Reserve Banks will be designated as a
source of further information. Newspaper notices will
include a statement that in acting on applications one
of the factors the Board considers is the performance
under CRA of banks involved in the application.

o An expanded uniform format has been developed
and will be used for the weekly bulletin published by
the Reserve Banks detailing applications received dur-
ing the preceding week. This notice will include refer-
ence to laws or regulations governing the processing of
applications, identify Reserve Bank personnel (Com-
munity Affairs Officers) who can provide further infor-
mation, and list available publications concerning
CRA.

¢ The Board will work with the Federal Financial
Institutions Examination Council to update the Coun-
cil’s publication, ‘A Citizen’s Guide to CRA"" and will
publish a summary reflecting current Board positions
on CRA factors.

e The Board will amend its Policy Statement to
formalize notification of protestants of decisions on
protested applications.

e Federal Reserve personnel will be prepared to
furnish protestants with an explanation of how data
have been analyzed in a variety of protests and pro-
vide a sampling of relevant Orders and other material.

Additionally, the Board approved the following
staff recommendations:

e Amend the Board’s Policy Statement on Handling
Protested Applications to specify that Reserve Banks
generally will arrange private meetings between an
applicant and protestant following the first exchange
of correspondence between the parties.

e Amend the policy statement and the Board’s rules
regarding delegation of authority to delegate to the
Board’s General Counsel authority to convene a pub-
lic meeting or other proceeding and to appoint a
presiding officer with respect to a protested applica-
tion.

e Amend the policy statement to designate the Com-
munity Affairs Officer of the Reserve Banks as the
contact person to answer questions concerning protest
procedures and CRA matters in general.

e Amend the Board’s Rules of Procedure, in the
interests of ensuring due consideration of comment on
an application, to clarify that comment must be re-
ceived by the Board’s Secretary on or before the date
specified as the end of the comment period. The
Secretary can give extensions on showing of good
cause,

STATEMENT ON REGULATION
OF FINANCIAL SERVICES

Paul A. Volcker, Chairman of the Federal Re-
serve Board, issued the following statement after
today’s meeting of the Task Group on Regulation
of Financial Services:

[ am pleased that the Task Group under Vice
President Bush was able to reach a consensus on a
wide range of issues.

The recommendations represent a careful balancing
of various concerns relevant to a system of banking
and bank holding company regulation and supervision.
I believe that, as agreed, the proposals adequately
reflect the concerns of the Federal Reserve in the
ongoing process, and the essential linkages with our
other related responsibilities. At the same time, with
effective cooperation among the Federal and State
agencies, simplification and effectiveness can be en-
hanced.

We also hope that debate on administrative arrange-
ments not divert attention from the need for substan-
tive legislation on banking definitions, regulatory
procedures, and bank holding company powers, as
reflected in Administration proposals for the Financial
Institutions Deregulation Act.

AMENDMENT TO REGULATION J

The Federal Reserve Board today announced an
amendment to its Regulation J (Collection of
Checks and Other Items and Wire Transfer of
Funds) to permit a Reserve Bank to charge for
checks that it delivers or makes available to an
institution that is closed regularly on a weekday
when its Reserve Bank is open. It is estimated
that this action will eliminate approximately $110
million daily average in Federal Reserve check
float.

The amendment becomes effective April 2,
1984,

The Board acted after consideration of com-
ment received on proposals published in Septem-
ber.
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The amendment affects institutions that
choose to close on a weekday. Such closings
may result in Federal Reserve float—the value of
checks for which the Federal Reserve has given
credit to the institution that sent the checks to it
for collection (the sending institution) but for
which the Federal Reserve has not yet collected
from the institution on which the checks are
drawn (the paying institution).

The Board gave paying institutions the alterna-
tive of being charged for the value of float
created in this way rather than being charged for
the value of the checks on that day.

The Board decided not to take similar action—
as earlier proposed—aftecting institutions closed
on a nonstandard holiday (a state or local holiday
on which its District Reserve Bank is open for
business). Instead, Reserve Banks will be per-
mitted to defer for a day giving credit to sending
institutions, for checks drawn on paying institu-
tions closed on nonstandard holidays. The value
of any remaining float arising from nonstandard
holidays will be added to the cost base for the
check collection service.

The Board took these actions pursuant to
provisions of the Monetary Control Act of 1980
requiring the Federal Reserve to climinate or
charge for Federal Reserve float.

PROPOSED ACTIONS

The Federal Reserve Board published, for public
comment, a proposal to amend Regulation T
(Credit by Brokers and Dealers). The Board
requested comment by February 15, 1984.

The Federal Reserve Board also published, for
public comment, a proposed revision to the fee
structure for the Federal Reserve’s wire transfer
of funds service. The proposal includes a reduc-
tion of the basic fee for originating or receiving a
wire transfer of funds from $0.65 to $0.60 per
transfer. At the same time, the Board proposed a
fixed monthly fee for all depository institutions
that have an clectronic connection with the Fed-
eral Reserve. Comment is requested by March
16, 1984.

The Federal Reserve Board also issued for
comment draft regulations establishing uniform
requirements for accounting for fees on interna-
tional loans (as required by section 906 of the

International Lending Supervision Act of 1983).
The comment period on these fee accounting
rules closes March 9. Final rules are to be
adopted no later than March 29, 1984,

SUPPLEMENT TO LIST OF OTC STOCKS

The Federal Reserve Board today published a
supplement to its list of over-the-counter (OTC)
stocks that are subject to its margin regulations,
effective February 21, 1984,

The supplement should be used in conjunction
with the June 20, 1983, list of OTC margin stocks
and the October 17, 1983, supplement to the list.
Changes that have been made in the list, which
now includes 1,917 OTC stocks, are as follows:
216 stocks have been included for the first time;
13 stocks previously on the list have been re-
moved for substantially failing to meet the re-
quirements for continued listing; 30 stocks have
been removed for reasons such as listing on a
national securities exchange or acquisition of the
companies by another firm.

The Board monitors the market activity of all
OTC stocks to determine which stocks meet the
requirements for inclusion and continued inclu-
sion on the list of OTC margin stocks and period-
ically revises the list.

CURRENCY GUIDELINES

The Federal Reserve Board has approved re-
vised guidelines for the provision of new or fit
coin and currency by Federal Rescrve Banks to
depository institutions,

The revised guidelines contain uniform pack-
aging standards for coin and currency for depos-
iting and ordering cash. They also clarify the
System’s policy with regard to access to Federal
Reserve cash services. Under the new guide-
lines, depository institutions, including branches,
will have access to cash services so long as
administrative procedures and packaging require-
ments are met.

These standards will ensure that all Federal
Reserve offices provide a uniform level of central
bank cash services to all depository institutions
on an equitable basis. These standards will be
phased in over the next three years to minimize
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their impact on depository institutions and Re-
serve Banks,

The Board also approved the elimination of
cash transportation price supports for shipments
of coin and currency to Alaska, Hawaii, and
Guam.

PREEMPTION AUTHORITY REGARDING
CERTAIN STATE LAWS

The Federal Reserve Board announced final de-
terminations that provisions of New Hampshire
and New Jersey State laws governing the offering
of cash discounts in the sale of motor fuel are not
inconsistent with the Truth in Lending Act and
Regulation Z implementing the act and are not
preempted. The Board’s determination is effec-
tive January 31, 1984,

In this regard, the Board made the more gener-
al determination that these laws are subject to
the Board’s preemption authority.

CHANGES IN BOARD STAFF

The Federal Reserve Board announced the pro-
motion of Robert E. Frazier on January 31, 1984,

to the position of Director of the Board’s Divi-
sion of Support Services. Mr. Frazier replaces
Donald E. Anderson, who retired.

Mr. Frazier came to the Board as Assistant
Director in the Division of Support Services in
June 1980, following a 25-year career with the
U.S. Army, and was promoted to Associate
Director in August 1981. He holds a B.S. from
the Hampton Institute and an M.A. in Business
Management from Central Michigan University.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period January 10, 1984, through February 10,
1984:

Colorado

Aurora ................... Bank of Aurora
Towa

Everly ................. Everly State Bank
Florida

Tampa ........... Regency Bank of Florida
South Dakota

Irene ................. Farmers State Bank
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON DECEMBER 19-20, 1983
1. Domestic Policy Directive

The information reviewed at this meeting sug-
gested that real GNP was growing at a relatively
rapid pace in the current quarter, although the
rate of expansion appeared to have moderated
from the third-quarter pace. Strength in personal
consumption expenditures and in business
spending—particularly for inventories and equip-
ment—is apparently contributing to the contin-
ued expansion in economic activity. Price and
wage increases generally have remained moder-
ate, though advances in some indexes have
been somewhat larger than in the spring and
summer.

The index of industrial production increased
0.8 percent in November, the same as in Octo-
ber. Output of business equipment continued to
rise briskly, registering average increases of
nearly 1%» percent in each of the two months.
Output of materials also continued to increase
rapidly, but production of consumer goods and
construction supplies rose only slightly. The rate
of capacity utilization in manufacturing in-
creased 0.5 percentage point further in Novem-
ber to 79.4 percent, well above its recession low
of 68.8 percent a year earlier.

Nonfarm payroll employment, adjusted for
strike activity, advanced about 345,000 further in
November; the rise was larger than in October
but about the same as the average monthly
increase in the second and third quarters. Em-
ployment gains were widespread, and were par-
ticularly marked in manufacturing and service
industries. The civilian unemployment rate fell
0.4 percentage point further to 8.4 percent, near-
ly 2 percentage points below its peak in De-
cember 1982.

The nominal value of retail sales rose 1.9

percent in November, after increases of 1.4
percent in each of the preceding two months.
Sales increased at most major categories of
stores in November, including a substantial rise
in purchases of discretionary items, as indicated
by strong outlays at general merchandise and
apparel stores. Sales at automotive outlets also
rosc markedly. While sales of new domestic
automobiles, at an annual rate of about 7 million
units in both October and November, were up
only slightly from the average selling pace in the
third quarter, the annual rate of imported car
sales averaged about 350,000 units higher in
those months than in the third quarter.

Private housing starts rose about 62 percent in
November, to an annual rate of about 1% million
units, and newly issued permits for residential
construction increased marginally. For both se-
ries, the levels in November were close to the
averages in the third quarter. In October, sales of
existing homes fell about 5% percent below their
average in the third quarter, while sales of new
homes rose for the second consecutive month.

Indicators of business capital spending have
moved somewhat erratically in recent months,
but generally suggest continued relatively strong
expansion in that sector. Shipments of nonde-
fense capital goods surged in September but fell
somewhat in October. New orders, however,
recorded strong gains in September and October,
and the backlog of unfilled orders rose sharply in
both months.

The producer price index for finished goods
had changed little on average over the previous
two months, rising 0.3 percent in October and
falling 0.2 percent in November. Thus far in 1983
the index had increased at an annual rate of less
than 2 percent. The consumer price index rose
0.4 percent in October, about the same as in the
preceding three months; over the first ten
months of the year, consumer prices had in-
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creased at an annual rate of about 4 percent. The
index of average hourly earnings was little
changed in November, after rising somewhat
faster in September and October than in previous
months. Thus far in 1983 the index had increased
at an annual rate of about 32 percent, compared
with a rise of 6 percent in 1982,

In foreign exchange markets the trade-weight-
ed value of the dollar had risen more than 3
percent since the FOMC meeting in mid-Novem-
ber, surpassing the peak recorded in August.
Increasing international tensions apparently con-
tributed to the dollar’s strength, as investors
viewed dollar assets as a ‘‘safe haven’ in the
face of concerns about the security of financial
assets in some other parts of the world. Evidence
of continued strong expansion in U.S. economic
activity also fueled the dollar’s rise. News of a
record trade deficit for October, at a rate mark-
edly higher than that in the third quarter, slowed
the appreciation of the dollar only temporarily.
The rise in the deficit reflected a sharp increase
in imports, as exports were about unchanged.

At its meeting on November 14-15, 1983, the
Committee had decided that in the short run,
open market operations should be directed to-
ward maintaining the existing degree of reserve
restraint. The members anticipated that such a
policy would continue to be associated with
growth of M2 and M3 at an annual rate of around
815 percent for the period from September to
December, consistent with the growth ranges
established for those aggregates for the year.
Those ranges were 7 to 10 percent at an annual
rate for M2 for the period from February—March
of 1983 to the fourth quarter of 1983; and 62 to
9% percent for M3 for the period from the fourth
quarter of 1982 to the fourth quarter of 1983, It
was agreed that over the coming intermeeting
period the need for greater or lesser restraint on
reserve conditions should be evaluated on the
basis of evidence about the continuing strength
of the economic recovery and other factors bear-
ing on the business and inflation outlook. De-
pending on such evidence, somewhat greater
restraint would be acceptable should the aggre-
gates expand more rapidly, while lesser restraint
might be acceptable in the context of a significant
shortfall in growth of the aggregates from current
expectations.

Growth in M2 and M3, after slowing substan-
tially over thc summer months, strengthened in
October and November. M2 was growing at a
pace close to the annual rate of 8% percent
specified by the Committee for the September-
to-December period; M3 grew at an annual rate
of 8% percent in October but increased at a faster
pace in November, as banks relied more on
managed liabilities, partly to offset a massive
runoff of U.S. Treasury balances associated with
the temporary delay in raising the federal debt
limit. M1 continued to expand at a sluggish pace
in November but increased substantially in early
December. Through November, M2 was in the
lower portion of the Committee’s longer-run
range for the year 1983, M3 was close to the
upper limit of its range, and M1 was near the
lower end of the Committee’s monitoring range
of § to 9 percent for the period from the second
quarter of 1983 to the fourth quarter of 1983.

The debt of domestic nonfinancial sectors was
estimated to have continued expanding at a mod-
erate pace in November, and its level remained
well within the Committee’s monitoring range of
8%2 percent to 112 percent for the year. Growth
in credit at U.S. commercial banks rose to an
estimated annual rate of about 14 percent in
November, reflecting an acceleration in growth
of total loans and continued heavy acquisitions
of Treasury securities. Real estate and consumer
lending, while moderating somewhat in Novem-
ber, remained strong. Borrowing by businesses
picked up, as issuance of commercial paper
slowed considerably from the brisk pace of pre-
vious months and financing in long-term debt
markets remained light.

Total reserves contracted in November, as
required reserves declined in association with a
drop in demand deposits. Nonborrowed reserves
fell by more, as the average level of adjustment
borrowing rose in that month. Demands for
borrowing eased off in the first half of December,
however. Over the intermeeting interval as a
whole, adjustment plus seasonal borrowing
ranged from about $440 million to $8635 million,
averaging about $685 million during the four
statement weeks ending December 14, only
slightly above the average during the previous
intermeeting period.

Federal funds continued to trade in a range of
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about 9% to 9% percent over the period, with
recent trading generally near the upper end of
that range. Other short-term interest ratcs rose
about Y4 to ¥ percentage point over the inter-
meeting period, while most long-term rates in-
creased about Y4 percentage point. Rates on
municipal bonds rose somewhat more, as issuers
marketed large volumes of such securities in
advance of deadlines on some types of issuance
or in anticipation of legislation in 1984 imposing
restrictions on the issuance of certain tax-exempt
bonds. Average rates on new commitments for
fixed-rate conventional home mortgage loans
changed little over the period and have fluctuat-
ed in a narrow range near 13.40 percent since late
October.

The staff projections presented at this meeting
continued to indicate that growth of real GNP
would slow from the rapid rate of recent quarters
to a more moderate pace in 1984. Consumption
expenditures and housing outlays were projected
to moderate after growing rapidly in 1983, and
the stimulus to economic growth from inventory
accumulation was likely to diminish. However,
business fixed investment was cxpected to show
continued strength, and the deterioration in net
exports of goods and services was expected to
slow over the course of 1984. A decline in the
unemployment rate was anticipated over the
projection period, and upward pressures on
prices were expected to remain generally moder-
ate.

In the Committee’s discussion of the economic
situation and outlook, the members commented
that further expansion in economic activity re-
mained a likely prospect for 1984 but that the rate
of growth would probably slow considerably
from the pace in recent quarters. At the same
time, members referred to the many uncertain-
ties that clouded the outlook, and several ex-
pressed concern that inflationary pressures
might worsen during the year. Reports from
around the country indicated widespread im-
provement in business conditions and the devel-
opment of considerable optimism in the business
community, although it was noted that some
industries were still operating well below capac-
ity.

In the view of some Committee members, the
expansion in economic activity during 1984

might well exceed the staff projection, given the
momentum of the recovery and a stimulative
fiscal policy. In particular, it was suggested that
the currently high level of confidence among
businessmen and large cash flows to business
firms favored relatively rapid expansion in busi-
ness fixed investment. Some members also re-
ferred to the possibility of a buildup in inven-
tories by firms that had been experiencing strong
sales and increasing delays in obtaining new
supplies of many products.

Other members were somewhat less sanguine
about the prospective strength of the ongoing
expansion. Some emphasized the vulnerability of
the economy to a substantial rise in interest
rates, should one occur, from levels that were
already high in real terms. In this connection,
members referred to the desirability of prompt
action to reduce the federal deficit, whose size,
both current and prospective, was a major factor
maintaining upward pressure on interest rates.
High interest rates, apart from their adverse
impact on interest-sensitive sectors of the do-
mestic economy such as housing, also would
tend to exert upward pressure on the value of the
dollar in foreign exchange markets, with further
unfavorable consequences for U.S. exports, and
would add to difficultics inherent in the current
international debt situation.

Other comments about the economic outlook
included the view of one member that, if very
sluggish growth in M1 over the course of recent
months were to continue, it could lead to a
downturn in economic activity by the second or
third quarter of 1984. Another member raised the
possibility that sales might prove to be disap-
pointing over the months ahead in relation to the
apparently exuberant expectations of many busi-
ness leaders, and such a development would tend
to restrain spending on both fixed investment
and inventories. One member also commented
that the backlog in demand for housing appeared
to have been used up, and further demand was
likely to be weak under foreseeable financial
conditions.

Partly because of these differences about the
outlook for economic activity, the members ex-
pressed somewhat divergent views with regard
to prospects for inflation over the year ahead. A
number of members, while acknowledging the
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possibility of some rise in the rate of inflation
during the second year of a recovery, believed
that any such rise was likely to be moderated by
sizable margins of unused capacity in many
industries, by continuing strong competition
from foreign suppliers, and by a still relatively
high, if declining, rate of unemployment. Some
of these members also observed that recent
statistics on commodity and other prices did not
suggest that the rate of inflation was acceler-
ating.

Other members were less optimistic about the
prospects for inflation. Several commented on
indications of a strengthening in inflationary ex-
pectations among participants in financial mar-
kets and among businessmen, many of whom
were reportedly looking for opportunities to raise
prices. Underlying wage pressures, which had
been held down by depressed conditions in many
industries, were also seen by many members as
likely to increase as profits continued to im-
prove. Reference was also made to the adverse
implications for costs and for inflationary pres-
sures of a projected decline in productivity
growth, One member expressed the view that
large increases in M1 during the latter part of
1982 and the first part of 1983 would probably be
reflected, after an expected lag, in accelerating
inflation by the latter part of 1984. It was also
noted that a significant decline in the foreign
exchange value of the dollar, if it should occur as
many observers expected, would contribute to
domestic inflation. In this connection concern
was expressed that, as the foreign exchange
value of the dollar rose to a relatively high level,
the dollar would be exposed increasingly to a
precipitate drop, and if such a drop came when
the economy was operating closer to full capaci-
ty, it would tend to have a much more substantial
inflationary impact than otherwise.

At its meeting in July, the Committee had
agreed on tentative growth ranges of 62 to 92
percent for M2 and 6 to 9 percent for M3 during
the period from the fourth quarter of 1983 to the
fourth quarter of 1984. The Committee believed
that growth of M1 in a range of 4 to 8 percent
from the fourth quarter of 1983 to the fourth
quarter of 1984 would be consistent with the
ranges for the broader aggregates. The associat-
ed range for total domestic nonfinancial debt was

provisionally set at 8 to 11 percent for 1984. At
this meeting the Committee began a review of the
ranges for 1984 in the expectation that at its next
meeting it would complete the review and estab-
lish ranges for the year within the framework of
the Full Employment and Balanced Growth Act
of 1978 (the Humphrey—Hawkins Act).!

In the Committee’s discussion of policy for the
near term, most of the members agreed that the
continued strength of the economic expansion
and the spreading optimism, with the attendant
risk that inflationary sentiment would intensify,
argued against any easing of reserve conditions
and in favor of maintaining at least the existing
degree of reserve restraint. Such a policy would
contemplate a slight move toward greater re-
straint if economic and monetary developments
appeared to warrant such a course. According to
an analysis presented at this meeting, the exist-
ing restraint on reserve conditions was likely to
be associated with growth in M2 and M3 during
the period from November to March at rates that
were well within the ranges that the Committee
had tentatively set previously for 1984. Such a
policy was also likely to result in a considerable
acceleration in the growth of M1 over the four-
month period, given the anticipation that de-
mands for transaction balances would be more in
line with spending than they had been in recent
months,

While nearly all the members could accept a
policy of maintaining at least the existing degree
of reserve restraint, some expressed a preference
for some slight firming immediately in light of
their assessment of the economic situation and
concerns about the potential for a reemergence
of inflationary pressures. Other members pre-
ferred to make no change in the existing degree
of restraint for now, pending a further evaluation
of economic developments and monetary
growth. In the view of some of these members,
even a slight firming of reserve conditions at this
time would incur the risk of a relatively pro-
nounced reaction in financial markets, with dam-
aging consequences for housing and other inter-

1. The Committee also discussed the implications for open
market operating procedures of the shift to contemporaneous
reserve requirements effective February 2, 1984. The Com-
mittee’s views were set forth in an announcement dated
January 13, 1984.
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est-sensitive sectors of the economy. Some
members also emphasized that higher domestic
interest rates could have a very undesirable
impact on the value of the dollar in foreign
exchange markets and on the international debt
situation. A number of members were also influ-
enced by the relatively sluggish growth of M1
over the course of recent months, although such
growth appeared to be accelerating in December.
Some urged that greater weight be placed on M1
in the formulation and implementation of policy;
and in the view of one member, reserve condi-
tions should be eased promptly if it became clear
that growth in M1 was remaining sluggish.

At the conclusion of the discussion, most of
the members indicated their acceptance of a
short-run policy that called for maintaining at
least the existing degree of restraint on reserve
positions, subject to the possibility of a slight
increase in such restraint depending on develop-
ments relating to the outlook for economic activi-
ty and price pressures a2nd on evidence that
monetary growth appeared to be exceeding the
Committee’s expectations. The members antici-
pated that such a policy would be associated with
growth of both M2 and M3 at an annual rate of
around 8 percent for the period from November
1983 to March 1984. The Committee believed
that an acceleration in the growth of M1 to an
annual rate of around 6 percent for the four-
month period was likely to be consistent with its
objectives for the broader aggregates and that
expansion in total domestic nonfinancial debt
over this period would be within the tentative
range of 8 to 11 percent established for the year
1984. It was agreed that the intermeeting range
for the federal funds rate, which provides a
mechanism for initiating consultation of the
Committee, would remain at 6 to 10 percent. It
was also understood that the Committee would
consult should the aggregates and the economy
turn out to be significantly weaker than expect-
ed.

At the conclusion of the meeting, the Commit-
tee issued the following domestic policy directive
to the Federal Reserve Bank of New York:

The information reviewed at this meeting suggests
that real GNP has grown at a relatively rapid pace in
the current quarter, although the rate of expansion
appears to have moderated since the spring and sum-

mer. In November, industrial production and nonfarm
payroll employment increased appreciably further and
the civilian unemployment rate declined 0.4 percent-
age point to 8.4 percent. Retail sales rose substantially
in November following sizable gains in September and
October. Housing starts increased in November to a
level close to their third-quarter average. Recent data
indicate continuing expansion in business capital
spending. Producer prices were little changed on aver-
age in October and November, and consumer prices
continued to increase in October at about the same
pace as in other recent months. The index of average
hourly earnings changed little in November after rising
somewhat faster in September and October than in
previous months; over the first eleven months of the
year the index has risen more slowly than in 1982.

The foreign exchange value of the dollar has risen
considerably further since mid-November against a
trade-weighted average of major foreign currencies. In
October the U.S. foreign trade deficit was markedly
higher than in the third quarter, reflecting a sharp rise
in imports.

After slowing substantially over the summer
months, growth in M2 and M3 strengthened in October
and November. M1 continued to grow at a sluggish
pace in November but increased substantially in early
December. Through November, M2 was at a level in
the lower portion of the Committee’s range for 1983,
M3 was close to the upper limit of its range, and M1
was near the lower end of the Committee’s monitoring
range for the second half of the year. Most interest
rates have risen somewhat since mid-November.

The Federal Open Market Committee seeks to fos-
ter monetary and financial conditions that will help to
reduce inflation further, promote growth in output on a
sustainable basis, and contribute to a sustainable pat-
tern of international transactions. At its meeting in
July the Committee reconsidered the growth ranges
for monetary and credit aggregates established earlier
for 1983 in furtherance of these objectives and set
tentative ranges for 1984. The Committee recognized
that the relationships between such ranges and ulti-
mate economic goals have become less predictable;
that the impact of new deposit accounts on growth of
monetary aggregates cannot be determined with a high
degree of confidence; and that the availability of
interest on large portions of transaction accounts may
be reflected in some changes in the historical trends in
velocity.

Against this background, the Committee at its July
meeting reaffirmed the following growth ranges for the
broader aggregates: for the period from February-
March of 1983 to the fourth quarter of 1983, 7 to 10
percent at an annual rate for M2; and for the period
from the fourth quarter of 1982 to the fourth quarter of
1983, 6% to 9%, percent for M3. The Committee also
agreed on tentative growth ranges for the period from
the fourth quarter of 1983 to the fourth quarter of 1984
of 6%z to 9% percent for M2 and 6 to 9 percent for M3.
The Committee considered that growth of Ml in a
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range of 5 to 9 percent from the second quarter of 1983
to the fourth quarter of 1983, and in a range of 4 to 8
percent from the fourth quarter of 1983 to the fourth
quarter of 1984, would be consistent with the ranges
for the broader aggregates. The associated range for
total domestic nonfinancial debt was reaffirmed at 81
to 112 percent for 1983 and tentatively set at 8 to 11
percent for 1984.

In implementing monetary policy, the Committee
agreed that substantial weight would continue to be
placed on the behavior of the broader monetary aggre-
gates. The behavior of M1 and total domestic nonfi-
nancial debt will be monitored, with the degree of
weight placed on M1 over time dependent on evidence
that velocity characteristics are resuming more pre-
dictable patterns. The Committee understood that
policy implementation would involve continuing ap-
praisal of the relationships between the various mea-
sures of money and credit and nominal GNP, including
evaluation of conditions in domestic credit and foreign
exchange markets.

The Committee seeks in the short run to maintain at
least the existing degree of reserve restraint. The
action is expected to be associated with growth of M2
and M3 at annual rates of around 8 percent from
November to March. The Committee anticipates that
MI growth at an annual rate of around 6 percent from
November to March will be consistent with its objec-
tives for the broader aggregates, and that expansion in
total domestic nonfinancial debt would continue at
around its recent pace. Depending on evidence about
the continuing strength of economic recovery and
other factors bearing on the business and inflation
outlook, somewhat greater restraint would be accept-
able should the aggregates expand more rapidly. The
Chairman may call for Committee consultation if it
appears to the Manager for Domestic Operations that
pursuit of the monetary objectives and related reserve
paths during the period before the next meeting is
likely to be associated with a federal funds rate persis-
tently outside a range of 6 to 10 percent.

Votes for this action: Messrs. Volcker, Solomon,
Gramley, Guffey, Keehn, Morris, Partee, Rice,
Roberts, Mrs. Teeters, and Mr. Wallich. Vote
against this action: Mr. Martin.

Mr. Martin dissented from this action because
of his concern that any tightening of reserve
conditions and the associated increase in interest
rates would present a threat to the sustainability
of the economic expansion: needed business
investment would be more expensive, interna-
tional debt servicing more burdensome, and in-
terest-sensitive housing more vulnerable.

2. Authorization for
Domestic Open Market Operations

At its previous meeting the Committee had voted
to increase from $4 billion to $5 billion the limit
on changes between Committee meetings in Sys-
tem Account holdings of U.S. government and
federal agency securities specified in paragraph
1(a) of the authorization for domestic open mar-
ket operations, for the intermeeting period end-
ing with the close of business on December 20,
1983. At this meeting the Committee voted to
retain the $5 billion limit for the upcoming inter-
meeting interval beginning on December 21,
1983.

Votes for this action: Messrs. Volcker, Solomon,
Gramley, Guffey, Keehn, Martin, Morris, Partee,
Rice, Roberts, Mrs. Teeters, and Mr. Wallich.
Votes against this action: None.

This action was taken on the recommendation
of the Manager for Domestic Operations. The
Manager had advised that substantial net sales of
securities were likely to be required during the
weeks ahead in order to absorb reserves that had
been provided recently to meet seasonal needs
for currency in circulation.
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Legal Developments

REVISION OF REGULATION Y

The Board of Governors has adopted the revision of
Regulation Y (12 CFR Part 225). The final regulation
reduces regulatory burden by eliminating various ap-
plication requirements, particularly in the nonbanking
area, and by accelerating the processing schedules for
all applications. In addition, the final regulation incor-
porates Board interpretations of significant provisions
of the Bank Holding Company Act and Change in
Bank Control Act to improve understanding of the
Board’s policies. The regulation has been comprehen-
sively reorganized and rewritten for clarity in order to
enhance the usefulness of the regulation to the reader.
Finally, the Board has amended the regulation to add
five nonbanking activitics to the list of those permissi-
ble for bank holding companies. The procedural provi-
sions of sections 225.14 and 225.23 are effective for all
applications and notices submitted to the Board on and
after January 1, 1984,

Effective February 5, 1984, the Board revises Regu-
lation Y by removing sections 225.1 through 225.7 and
section 225.51, except section 225.4(e), which is redes-
ignated section 225.22(d) as set forth below, and
sections 225.101 through 225.143, which remain in
effect; and by adding the following Subparts A through
E and the Appendices to Subparts A through E to
Part 225:

Part 225—Bank Holding Companies and
Change in Bank Control

Subpart A—General Provisions

Section 225.1
Section 225.2
Section 225.3
Section 225.4
Section 225.5
Section 225.6

Authority, purpose, and scope
Definitions

Administration

Corporate practices

Registration, reports, and inspections
Penalties for violations

Subpart B—Acquisition of Bank Securities or Assets
Section 225.11 Transactions requiring Board ap-
proval

Transactions not requiring Board
approval

Section 225,12

Section 225.13 Factors considered in acting on bank
applications
Procedures for applications, notices,

and hearings

Section 225.14

Subpart C—Nonbanking Activities and Acquisitions

by Bank Holding Companies

Section 225.21 Prohibited nonbanking activities and

acquisitions; exempt bank holding

companies

Exempt nonbanking activities and

acquisitions

Procedures for applications, notices,

and hearings

Factors considered in acting on non-

banking applications

Section 225.25 List of permissible
activities

Section 225.22
Section 225.23
Section 225.24

nonbanking

Subpart D—Control and Divestiture Proceedings

Section 225.31
Section 225.32

Control proceedings
Divestiture proceedings
Subpart E—Change in Bank Control

Section 225.41
Section 225.42

Transactions requiring prior notice
Transactions not requiring prior
notice

Procedures for filing, processing,
and acting on notices

Section 225.43

Appendices to Subparts A through E
Appendix A Capital Adequacy Guidelines

Appendix B Policy Statement for Formation of Small
One-Bank Holding Companies

INTERPRETATIONS

* kK ® &

Authority: 12 U.S.C. 1844(b), 3106, 3108, 1817()(13),
1818(b); and Pub. L. 98-181, Title IX.
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Subpart A—General Provisions

Section 225.1—Authority, Purpose, and Scope

(a) Authority. This Part (Regulation Y) is issued by the
Board of Governors of the Federal Reserve System
(‘‘Board’’) under section 5(b) of the Bank Holding
Company Act of 1956, as amended (12 U.S.C. 1844(b))
(“‘BHC Act’"); sections 8 and 13(a) of the International
Banking Act of 1978 (12 U.S.C. 3106 and 3108);
section 7(j)(13) of the Federal Deposit Insurance Act,

as amended by the Change in Bank Control Act of

1978 (12 U.S.C. 1817G)(13)) (‘‘Bank Control Act’’);
section 8(b) of the Féderal Deposit Insurance Act
(12 U.S.C. 1818(b)); and the International Lending
Supervision Act of 1983 (Pub. L. 98-181, Title IX).
The BHC Act is codified at 12 U.S.C. 1841, et seq.

(b) Purpose. The principal purposes of this Part are to
regulate the acquisition of control of banks by compa-
nies and individuals, to define and regulate the non-
banking activities in which bank holding companies
and foreign banking organizations with United States
operations may engage, and to set forth the procedures
for securing approval for such transactions and activi-
ties.

(c) Scope.

(1) Subpart A contains general provisions and defini-

tions of terms used in this regulation.

(2) Subpart B governs acquisitions of bank or bank
holding company securities and assets by bank
hoiding companies or by any company that will
become a bank holding company as a result of the
acquisition.

(3) Subpart C defines and regulates the nonbanking
activities in which bank holding companies and
foreign banking organizations may engage directly
or through a subsidiary. In addition, certain non-
banking activities conducted by foreign banking
organizations and certain foreign activities conduct-
ed by bank holding companies are governed by the
Board’s Regulation K (12 CFR Part 211, Interna-
tional Banking Operations).

(4) Subpart D specifies situations in which a compa-
ny is presumed to control voting securities or to
have the power to exercise a controlling influence
over the management or policies of a bank or other

company, sets forth the procedures for making a

control determination, and provides rules governing
the effectiveness of divestitures by bank holding
companies.

(5) Subpart E governs changes in bank control
resulting from the acquisition by individuals or

companies (other than bank holding companies) of

voting securities of a bank holding company or state
member bank of the Federal Reserve System.

(6) Appendix A to the regulation contains the
Board’s Capital Adequacy Guidelines for bank hold-
ing companies and for state member banks.

(7) Appendix B to the regulation contains the
Board’s Policy Statement for Formation of Small
One-Bank Holding Companies.

Section 225.2—Definitions

Except as modified in this section or unless the
context otherwise requires, the terms used in this
regulation have the same meanings as set forth in the
relevant statutes.
(a)(1) “‘Bank’’ means any institution organized under
the laws of the United States that:
(i) accepts deposits that the depositor has a legal
right to withdraw on demand and
(ii) engages in the business of making commercial
loans. For the purposes of this definition:
(A) “‘deposits that the depositor has a legal right
to withdraw on demand’’ (hereinafter ‘‘demand
deposits’’) means any deposit with transaction-
al capability that, as a matter of practice, is
payable on demand and that is withdrawable by
check, draft, negotiable order of withdrawal, or
other similar instrument; and
(B) ‘‘commercial loans’’ means any loan other
than a loan to an individual for personal, family,
household, or charitable purposes, and includes
the purchase of retail installment loans or com-
mercial paper, certificates of deposit, bankers’
acceptances, and similar money market instru-
ments, the extension of broker call loans, the
sale of federal funds, and the deposit of interest-
bearing funds.
(2) ‘“‘Bank’’ includes any state-chartered bank or
national banking association that
(i) is owned exclusively (except to the extent
directors’ qualifying shares are required by law)
by other depository institutions, or by a bank
holding company owned exclusively by other
depository institutions; and
(ii) is organized to engage exclusively in providing
services for other depository institutions and their
officers, directors, and employees.
(3) “‘Bank’’ does not include:
(i) any institution that does not do business in the
United States except as an incident to its activities
outside the United States;
(ii) any institution the accounts of which are
insured by the Federal Savings and Loan Insur-
ance Corporation or any institution chartered by
the Federal Home Loan Bank Board; or
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(iii) ‘*Agreement’’ or ‘‘Edge’’ corporations oper-
ating under sections 25 or 25(a) of the Federal
Reserve Act (12 U.S.C. 601-604(a), 611-631).

(b)(1) “*‘Bank holding company’’ means any company
(including a bank) that has direct or indirect control
of a bank, other than control that results from the
ownership or control of:

(i) voting securities held in good faith in a fiducia-
ry capacity (other than as provided in paragraphs
(d)(2)(ii) and (iii) of this section) without sole
discretionary voting authority, or as otherwise
exempted under section 2(a)(5)(A) of the BHC
Act;
(ii) voting securities acquired and held only for a
reasonable period of time in connection with the
underwriting of securities, as provided in section
2(a)(5)(B) of the BHC Act;
(iii) voting rights to voting securities acquired for
the sole purpose and in the course of participating
in a proxy solicitation, as provided in section
2(a)(SXC) of the BHC Act:
(iv) voting securities acquired in satisfaction of
debts previously contracted in good faith, as
provided in section 2(a)(5}(D) of the BHC Act, if
the securities are divested within two years of
acquisition (or such later period as the Board may
permit by order); or
(v) voting securities of certain institutions owned
by a thrift institution or a trust company, as
provided in sections 2(a)(5)(E) and (F) of the BHC
Act.
(2) Except for the purposes of section 225.4(b) of
this subpart and Subpart E of this regulation or as
otherwise provided in this regulation, the term
“bank holding company’’ includes a foreign banking
organization. For the purposes of Subpart B, the
term ‘‘bank holding company’’ includes a foreign
banking organization only if it owns or controls a
bank in the United States.

(c)(1) **Company’’ includes any bank, corporation,
general or limited partnership, association or similar
organization, business trust, or any other trust un-
less by its terms it must terminate either within 25
years, or within 21 years and 10 months after the
death of individuals living on the effective date of
the trust.

(2) ““Company’’ does not include any organization,
the majority of the voting securities of which are
owned by the United States or any state.

(d)(1) ““Control”’ of a bank or other company means
(except for the purposes of Subpart E):

(i) ownership, control, or power to vote 25 per

cent or more of the outstanding shares of any

class of voting securities of the bank or other
company, directly or indirectly or acting through
one or more other persons;
(ii) control in any manner over the election of a
majority of the directors, trustees, or general
partners (or individuals exercising similar func-
tions) of the bank or other company;
(iii) the power to exercise, directly or indirectly, a
controlling influence over the management or
policies of the bank or other company, as deter-
mined by the Board after notice and opportunity
for hearing in accordance with section 225.31 of
Subpart D of this regulation; or
(iv) conditioning in any manner the transfer of 25
per cent or more of the outstanding shares of any
class of voting securities of a bank or other
company upon the transfer of 25 per cent or more
of the outstanding shares of any class of voting
securities of another bank or other company.
(2) A bank or other company is deemed to control
voting securities or assets owned, controlled, or
held, directly or indirectly:
(i) by any subsidiary of the bank or other com-
pany;
(ii) in a fiduciary capacity (including by pension
and profit-sharing trusts) for the benefit of the
shareholders, members, or employees (or individ-
uals serving in similar capacities) of the bank or
other company or of any of its subsidiaries; or
(iii) in a fiduciary capacity for the benefit of the
bank or other company or any of its subsidiaries.

(e) “‘Foreign banking organization’’ and ‘‘qualifying
foreign banking organization” shall have the same
meanings as provided in section 211.23 of the Board’s
Regulation K (12 CFR 211.23).

(f) ‘*Management official’” means any officer, director
(including honorary or advisory directors), partner, or
trustee of a bank or other company, or any employee
of the bank or other company with policy-making
functions.

(g) “‘Outstanding shares’’ means any voting securities,
but does not include securitics owned by the United
States or by a company wholly-owned by the United
States.

(h) “‘Person’ includes an individual, bank, corpora-
tion, partnership, trust, association, joint venture,
pool, syndicate, sole proprietorship, unincorporated
organization, or any other form of entity.

(1) “‘Principal shareholder’” means a person that owns
or controls, directly or indirectly, 25 per cent or more
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of any class of voting securities of a bank or other
company.

(§) “*Subsidiary’’ means a bank or other company that
is controlled by another company, and refers to a
direct or indirect subsidiary of a bank holding compa-
ny. An indirect subsidiary is a bank or other company
that is controlled by a subsidiary of the bank holding
company.

(k) ““United States’’ means the United States and
includes any state of the United States, the District of
Columbia, any territory of the United States, Puerto
Rico, Guam, American Samoa, and the Virgin Islands.

(1) **Voting securities’’ means shares of common or
preferred stock, general or limited partnership
shares or interests, or similar interests if the shares
or interest, by statute, charter, or in any manner,
entitle the holder:
(i) to vote for or to select directors, trustees, or
partners (or persons exercising similar functions
of the issuing company); or
(ii) to vote on or to direct the conduct of the
operations or other significant policies of the
issuing company.

(2) Preferred shares, limited partnership shares or

interests, or similar interests are not ‘‘voting securi-

ties”’ if:
(1) any voting rights associated with the shares or
interest are limited solely to the type customarily
provided by statute with regard to matters that
would significantly and adversely affect the rights
or preference of the security or other interest,
such as the issuance of additional amounts or
classes of senior securities, the modification of
the terms of the security or interest, the dissolu-
tion of the issuing company, or the payment of
dividends by the issuing company when preferred
dividends are in arrears;
(ii) the shares or interest represent an essentially
passive investment or financing device and do not
otherwise provide the holder with control over the
issuing company; and
(iii) the shares or interest do not entitle the holder,
by statute, charter, or in any manner, to select or
to vote for the selection of directors, trustees, or
partners (or persons exercising similar functions)
of the issuing company.

Section 225.3—Administration

(a) Delegation of authority. Designated Board mem-
bers and officers and the Federal Reserve Banks are

authorized by the Board to exercise various functions
prescribed in this regulation and in the Board’s Rules
Regarding Delegation of Authority (12 CFR Part 265)
and the Board’s Rules of Procedure (12 CFR Part 262).

(b) Appropriate Federal Reserve Bank. In administer-

ing this regulation, the appropriate Federal Reserve

Bank is as follows:
(1) For a bank holding company (or a company
applying to become a bank holding company): the
Reserve Bank of the Federal Reserve district in
which the company’s banking operations are princi-
pally conducted, as measured by total domestic
deposits in its subsidiary banks on the date it
became (or will become) a bank holding company;
(2) For a foreign banking organization that has no
subsidiary bank and is not subject to paragraph
(b)(1) of this section: the Reserve Bank of the
Federal Reserve district in which the total assets of
the organization’s United States branches, agencies,
and commercial lending companies are the largest as
of the later of January 1, 1980, or the date it becomes
a foreign banking organization;
(3) For an individual or company submitting a notice
under Subpart E of this regulation: the Reserve
Bank of the Federal Reserve district in which the
banking operations of the bank holding company or
state member bank to be acquired are principally
conducted, as measured by total domestic deposits
on the date the notice is filed.

Section 225.4—Corporate Practices

(a) Bank holding company policy and operations.

(1) A bank holding company shall serve as a source
of financial and managerial strength to its subsidiary
banks and shall not conduct its operations in an
unsafe or unsound manner.

(2) Whenever the Board believes an activity of a
bank holding company or control of a nonbank
subsidiary (other than a nonbank subsidiary of a
bank) constitutes a serious risk to the financial
safety, soundness, or stability of a subsidiary bank
of the bank holding company and is inconsistent
with sound banking principles or the purposes of the
BHC Act or the Financial Institutions Supervisory
Act of 1966, as amended (12 U.S.C. 1818(b) et seq.),
the Board may require the bank holding company to
terminate the activity or to terminate control of the
subsidiary, as provided in section 5(e) of the BHC
Act,

(b) Purchase or redemption by a bank holding compa-
ny of its own securities.
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(1) Filing notice. A bank holding company shall give
the Board prior written notice before purchasing or
redeeming its equity securities, if the gross consider-
ation for the purchase or redemption, when aggre-
gated with the net consideration paid by the compa-
ny for all such purchases or redemptions during the
preceding 12 months, is equal to 10 per cent or more
of the company’s consolidated net worth. For the
purposes of this section, ‘‘net consideration’’ is the
gross consideration paid by the company for all of
its equity securitics purchased or redeemed during
the period minus the gross consideration received
for all of its equity sccurities sold during the period
other than as part of a new issue.

(2) Content of notice. Any notice under this section

shall be filed with the appropriate Reserve Bank and

shall contain the following information:
(i) the purpose of the transaction, a description of
the securities to be purchased or redeemed, the
total number of each class outstanding, the gross
consideration to be paid, and the terms of any
debt incurred in connection with the transaction;
(ii) a description of all equity securities redeemed
within the preceding 12 months, the net consider-
ation paid, and the terms of any debt incurred in
connection with those transactions; and
(iif) a current and pro forma consolidated balance
sheet if the bank holding company has total assets
of over $150 million, or a current and pro forma
parent company only balance sheet if the bank
holding company has total assets of $150 million
or less.

(3) Acting on notice. Within 30 calendar days of
receipt of a notice under this section, the appropri-
ate Reserve Bank shall either approve the transac-
tion proposed in the notice or refer the notice to the
Board for decision. If the notice is referred to the
Board for decision, the Board shall act on the notice
within 60 calendar days after the Reserve Bank
receives the notice.

(4) Factors considered in acting on notice. The
Board may disapprove a proposed purchase or
redemption if it finds that the proposal would consti-
tute an unsafe or unsound practice, or would violate
any law, regulation, Board order, directive, or any
condition imposed by, or written agreement with,
the Board. In determining whether a proposal con-
stitutes an unsafe or unsound practice, the Board
will consider whether the bank holding company’s
financial condition, after giving effect to the pro-
posed purchase or redemption, meets the financial
standards applied by the Board under section 3 of

the BHC Act, including the Board’s Capital Ade-
quacy Guidelines (Appendix A to Subparts A
through E) and the Board’s Policy Statement for
Formation of Small One-Bank Holding Companies
(Appendix B to Subparts A through E).

(5) Disapproval und hearing. The Board shall notify
the bank holding company in writing of the reasons
for a decision to disapprove any proposed purchase
or redemption. Within 10 calendar days of receipt of
a notice of disapproval by the Board, the bank
holding company may submit a written request for a
hearing. The Board will order a hearing within 10
calendar days of receipt of that request if it finds that
material facts are in dispute or if it otherwise ap-
pears appropriatc. Any hearing conducted under
this paragraph shall be held in accordance with the
Board's Rules of Practice for Formal Hearings
(12 CFR Part 263). At the conclusion of the hearing,
the Board shall by order approve or disapprove the
proposed purchase or redemption on the basis of the
record of the hearing.

(¢) Deposit insurance. Every bank that is a bank
holding company or a subsidiary of a bank holding
company shall obtain Federal Deposit Insurance and
shall remain an “‘insured bank’ as defined in section
3(h) of the Federal Deposit Insurance Act (12 U.S.C.
1813(h)).

(d) Tie-in arrangements. A bank holding company and
any nonbanking subsidiary conducting an activity au-
thorized under section 225.23 of this regulation may
not in any manner extend credit, lcase or sell property
of any kind, provide any service, or fix or vary the
consideration for any of these transactions subject to
any condition or requirement that, if imposed by a
bank, would constitute an unlawful tie-in arrangement
under section 106 of the Bank Holding Company Act
Amendments of 1970 (12 U.S.C. 1971, 1972(1)).

(e) Acting as transfer ugent, municipal securities
dealer, or clearing agent. A bank holding company or
any nonbanking subsidiary that is a ‘*bank,”” as de-
fined in section 3(a)(6) of the Securities Exchange Act
of 1934 (15 U.S.C. 78c(a)(6)), and that is a transfer
agent of securities, a municipal securities dealer, a
clearing agency, or a participant in a clearing agency
(as those terms are defined in section 3(a) of the
Securities Exchange Act, (12 U.S.C. 78c(a)), shall be
subject to sections 208.8()-(j) of the Board’s Regula-
tion H (12 CFR 208.8(f)-(j)) as if it were a state member
bank.
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Section 225.5—Registration, Reports, and
Inspections

(a) Registration of bank holding companies. Each
company shall register within 180 days after becoming
a bank holding company by furnishing information in
the manner and form prescribed by the Board. A
company that receives the Board’s prior approval
under Subpart B of this regulation to become a bank
holding company may complete this registration re-
quirement through submission of its first annual report
to the Board as required by paragraph (b) of this
section.

(b) Reports of bank holding companies. Each bank
holding company shall furnish, in the manner and form
prescribed by the Board, an annual report of the
company’s operations for the fiscal year in which it
becomes a bank holding company, and for each fiscal
year during which it remains a bank holding company.
Additional information and reports shall be furnished
as the Board may require.

(c) Examinations and inspections. The Board may
examine or inspect any bank holding company and
each of its subsidiaries and prepare a report of their
operations and activities. With respect to a foreign
banking organization, the Board may also examine any
branch or agency of a foreign bank in any state of the
United States and may examine or inspect each of the
organization’s subsidiaries in the United States and
prepare reports of their operations and activities. The
Board will rely as far as possible on the reports of
examination made by the primary federal or state
supervisor of the subsidiary bank of a bank holding
company or of the branch or agency of the foreign
bank.

Section 225.6—Penailties for Violations

(a) Criminal and civil penalties. Section 8 of the BHC
Act provides criminal penalties for willful violation,
and civil penalties for violation, by any company or
individual of the BHC Act or any regulation or order
issued under it, or for making a false entry in any
book, report, or statement of a bank holding company.
Civil money penalty assessments for violations of the
BHC Act shall be made in accordance with Subpart B
of the Board’s Rules of Practice for Hearings (12 CFR
263, Subpart B). For any willful violation of the Bank
Control Act or any regulation or order issued under it,
the Board may assess a civil penalty as provided in
12 U.S.C. 1817()(15).

(b) Cease and desist proceedings. For any violation of
the BHC Act, the Bank Control Act, this regulation, or

any order or notice issued thereunder, the Board may
institute a cease and desist proceeding in accordance
with the Financial Institutions Supervisory Act of
1966, as amended (12 U.S.C. 1818(b) ef seq.).

Subpart B—Acquisition of Bank Securities or
Assets

Section 225.11—Transactions Requiring Board
Approval

The following transactions require an application for
the Board’s prior approval under section 3 of the BHC
Act unless otherwise exempted under section 225.12
of this subpart:

(@) Formation of bank holding company. Any action
that causes a bank or other company to become a bank
holding company.

(b) Acquisition of subsidiary bank. Any action that
causes a bank to become a subsidiary of a bank
holding company.

(¢) Acquisition of control of bank or bank holding
company securities. The acquisition by a bank holding
company of direct or indirect ownership or control of
any voting securities of a bank or bank holding compa-
ny, if the acquisition results in the company’s control
of more than 5 per cent of the outstanding shares of
any class of voting securities of the bank or bank
holding company. An acquisition includes the pur-
chase of additional securities through the exercise of
preemptive rights, but does not include securities
received in a stock dividend or stock split that does not
alter the bank holding company’s proportional share of
any class of voting securities.

(d) Acquisition of bank assets. The acquisition by a
bank holding company or by a subsidiary thereof
(other than a bank) of all or substantially all of the
assets of a bank.

(e) Merger of bank holding companies. The merger or
consolidation of bank holding companies, including a
merger through the purchase of assets and assumption
of liabilities.

Section 225.12—Transactions not Requiring
Board Approval

The following transactions do not require the Board’s
approval under section 225.11 of this subpart:

(a) Acquisition of securities in fiduciary capacity. The
acquisition by a bank or other company (other than a
trust that is a company) of control of voting securities
of a bank or bank holding company in good faith in a
fiduciary capacity, unless:
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(1) the acquiring bank or other company has sole
discretionary authority to vote the securities and
retains the authority for more than two years; or
(2) the acquisition is for the benefit of the acquiring
bank or other company, or its shareholders, employ-
ees, or subsidiaries.

(b) Acquisition of securities in satisfaction of debts
previously contracted. The acquisition by a bank or
other company of control of voting securities of a bank
or bank holding company in the regular course of
securing or collecting a debt previously contracted in
good faith, if the acquiring bank or other company
divests the securities within two years of acquisition.
The Board or Reserve Bank may granpt requests for up
to three one-year extensions, ‘

(c) Acquisition of securities by a bank holding compa-
ny with majority control. The acquisition by a bank
holding company of additional voting securities of a
bank or bank holding company if more than 50 per cent
of the outstanding voting securities of the bank or bank
holding company is lawfully controlled by the acquir-
ing bank holding company prior to the acquisition.

(d) Transactions subject to Bank Merger Act. The
merger or consolidation of a subsidiary bank of a bank
holding company with another bank, or the purchase
of assets by such a subsidiary bank, or a similar
transaction involving subsidiary banks of a bank hold-
ing company, if the transaction requires the prior
approval of a Federal supervisory agency under the
Bank Merger Act (12 U.S.C. 1828(c)). This exception
does not include:
(1) the merger of a nonsubsidiary bank and a nonop-
erating subsidiary bank formed by a company for
the purpose of acquiring the nonsubsidiary bank;
and
(2) any transaction requiring the Board’s prior ap-
proval under section 225.11(e) of this subpart. The
Board may require an application under this subpart
if it determines that the merger or consolidation
would have a significant adverse impact on the
financial condition of the bank holding company or
otherwise requires approval under section 3 of the
BHC Act.

(e) Holding securities in escrow. The holding of any
voting securities of a bank or bank holding company in
an escrow arrangement for the benefit of an applicant
pending the Board’s action on an application for
approval of the proposed acquisition, if title to the
securities and the voting rights remain with the seller
and payment for the securities has not been made to
the seller.

Section 225.13—Factors Considered in Acting
on Bank Applications

(a) Prohibited anticompetitive transactions. As speci-
fied in sections 3(¢)(1) and (2) of the BHC Act, the
Board may not approve any application under this
subpart if:
(1) the transaction would result in a monopoly or
would further any combination or conspiracy to
monopolize, or to attempt to monopolize, the busi-
ness of banking in any part of the United States; or
(2) the effect of the transaction may be substantially
to lessen competition in any section of the country,
tend to create a monopoly, or in any other manner
be in restraint of trade, unless the Board finds that
the transaction’s anticompetitive effects are clearly
outweighed by its probable effect in meeting the
convenience and needs of the community.

(b) Other fuctors. In deciding applications under this
subpart, the Board also considers the following factors
with respect to the applicant, its subsidiaries, any
banks related to the applicant through common owner-
ship or management, and the bank or banks to be
acquired:
(1) Financial condition. Their financial condition
and future prospects, including whether current and
projected capital positions and levels of indebted-
ness conform to standards and policies established
by the Board.

(2) Management. The competence and character of
the principals of the applicant and banks or bank
holding companies concerned; their record of com-
pliance with laws and regulations; and applicant’s
record of fulfilling any commitments to, and any
conditions imposed by, the Board in connection
with prior applications.

(3) Convenience und needs of the community. The
convenience and needs of the communities to be
served, including the record of performance
under the Community Reinvestment Act of 1977
(12 U.S.C. 2901 et seq.) and regulations issued
thereunder, including the Board’s Regulation BB
(12 CFR Part 228.)

(c)(1) Interstate transactions. The Board may not
approve any application under this subpart that
would permit;

(i) the formation of a bank holding company that
controls more than 5 per cent of the outstanding
shares of any class of voting securities of two or
more banks located in different states; or

(ii) the acquisition by a bank holding company or
by any of its subsidiaries of any voting securities
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of, any interest in, or substantially all of the assets
of, an additional bank located in a state other than
the state in which the operations of the banking
subsidiaries of the bank holding company were
principally conducted (as measured by total de-
posits) on July 1, 1966, or on the date on which the
company became a bank holding company,
whichever date is later.

(2) Exceptions. The prohibitions of this paragraph

do not apply if:
(i) the bank is located in a state that by statute
expressly authorizes the acquisition of securities
of, an interest in, or substantially all of the assets
of, a bank within the state by an out-of-state bank
holding company; or
(if) the acquisition involves a closed or failing
bank with assets of at least $500,000,000, and has
been authorized under section 13(f) of the Federal
Deposit Insurance Act (12 U.S.C. 1823(f)).

Section 225.14—Procedures for Applications,
Notices, and Hearings

(a) Filing application. An application for the Board's
prior approval under this subpart shall be filed with the
appropriate Reserve Bank on the designated form and
shall comply with section 262.3 of the Rules of Proce-
dure (12 CFR 262.3), which requires the applicant to
publish newspaper notice of the application.

(b) Notice.

(1) Notice to primary banking supervisor. Upon
receipt of an application under this subpart, the
Reserve Bank shall promptly furnish notice and a
copy of the application to the primary banking
supervisor of the bank to be acquired. The primary
supervisor shall have 30 calendar days from the date
of the letter giving notice in which to submit its
views and recommendations to the Board.

(2) Federal Register notice, Upon receipt by the
Reserve Bank of an application under this section,
notice of the application shall be promptly sent to
the Federal Register for publication. The Federal
Register notice shall invite comment on the applica-
tion for a period of no more than 30 days.

(¢} Accepting application for processing. Within 10
business days after the Reserve Bank receives an
application under this section, the Reserve Bank shall
accept it for processing, request additional information
to complete the application, or return the application if
it is substantially incomplete. If additional information
is requested, the Reserve Bank shall, within 5 business

days of receipt of the requested information, either
accept the application for processing or return it to the
applicant if it is still incomplete, Upon accepting an
application, the Reserve Bank shall immediately send
copies to the Board.

(d) Action on applications.

(1) Action under delegated authority. The Reserve
Bank shall approve an application under this section
within 30 calendar days after it has accepted the
application, unless the Reserve Bank, upon notice
to the applicant, refers the application to the Board
for decision because action under delegated author-
ity is not appropriate. Upon written notice to the
applicant, the Reserve Bank may extend the 30-day
period for 15 days. If the extension of time is to
request necessary additional information, the 15-day
period does not commence until after the Reserve
Bank receives the requested information.

(2) Board action. The Board shall act on an applica-
tion under this subpart that is referred to it for
decision within 60 calendar days after the Reserve
Bank has accepted the application, unless the Board
notifies the applicant that the 60-day period is being
extended for a specified period and states the rea-
sons for the extension. In no event may the exten-
sion exceed the 91-day period provided in paragraph
(g) of this section. The Board may request additional
information that it believes is necessary for its
decision.

(e) Notice to Attorney General. The Board or Reserve
Bank shall immediately notify the Attorney General of
approval of any application under this section.

(D) Hearings. As provided in section 3(b) of the BHC
Act, the Board shall order a hearing if it receives from
the primary supervisor of the bank to be acquired,
within the 30-day period specified in paragraph (b)(1)
of this section, a written recommendation of disap-
proval of an application. The Board may order a
formal or informal hearing or other proceeding on the
application, as provided in section 262.3(i)(2) of the
Board’s Rules of Procedure (12 CFR 262.3(i)(2)). Any
request for a hearing (other than from the primary
supervisor) shall comply with section 262.3(e) of the
Rules of Procedure (12 CFR 262.3(e)).

(g) Approval through failure to act.
(1) Ninety-one day rule. An application under this

subpart shall be deemed approved if the Board fails
to act on the application within 91 calendar days
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after the date of submission to the Board of the
complete record on the application. For this pur-
pose, the Board acts when it issues an order stating
that the Board has approved or denied the applica-
tion, reflecting the votes of the members of the
Board, and indicating that a statement of the reasons
for the decision will follow promptly.

(2) Complete record. For the purpose of computing
the commencement of the 91-day period, the record
is complete on the latest of:
(i) the date of receipt by the Board of an applica-
tion that has been accepted by the Reserve Bank;
(ii) the last day provided in any notice for receipt
of comments and hearing requests on the applica-
tion;
(iii) the date of receipt by the Board of the last
relevant material regarding the application that is
needed for the Board’s decision, if the material is
received from a source outside of the Federal
Reserve System; or
(iv) the date of completion of any hearing or other
proceeding.

(h) Exceptions to notice and hearing requirements.

(1) Probable bank failure. If the Board finds it must
act immediately on an application in order to pre-
vent the probable failure of a bank or bank holding
company, the Board may modify or dispense with
the notice and hearing requirements provided in this
section.

(2) Emergency. If the Board finds that, although
immediate action on an application is not necessary,
an emergency exists requiring expeditious action,
the Board shall provide the primary supervisor ten
days to submit its recommendation. The Board may
act on such an application without a hearing and
may modify or dispense with the other notice and
hearing requirements provided in this section.

(i) Waiting period. A transaction approved under this
subpart shall not be consummated until thirty days
after the date of approval of the application, unless the
Board has determined under paragraph (h) of this
section that:
(1) the application involves a probable bank failure,
in which case the transaction may be consummated
immediately upon approval; or
(2) an emergency exists requiring expeditious ac-
tion, in which case the transaction may be consum-
mated on or after the fifth calendar day following
approval,

Subpart C—Nonbanking Activities and
Acquisitions by Bank Holding Companies

Section 225.21—Prohibited Nonbanking
Activities and Acquisitions; Exempt Bank
Holding Companies

(a) Prohibited nonbanking activities and acquisitions.
Except as provided in section 225.22 of this subpart, a
bank holding company or a subsidiary may not engage
in, or acquire or control, directly or indirectly, voting
securities or assets of a company engaged in, any
activity other than:

(1) banking or managing or controlling banks and

other subsidiaries authorized under the BHC Act;

and

(2) an activity that the Board determines to be so
closely related to banking or managing or controlling
banks as to be a proper incident thereto, including
any incidental activities that are necessary to carry
on such an activity, if the bank holding company has
obtained the prior approval of the Board for that
activity in accordance with and subject to the re-
quirements of this regulation.

(b) Exempt bank holding companies. The following

bank holding companies are exempt from the provi-

sions of this subpart:
(1) Family-owned companies. Any company that is
a ‘‘company covered in 1970, as defined in section
2(b) of the BHC Act, more than 85 per cent of the
voting securities of which was collectively owned on
June 30, 1968, and continuously thereafter, by mem-
bers of the same family (or their spouses) who are
lineal descendants of common ancestors.

(2) Labor, agricultural, and horticultural organiza-
tions. Any company that was on January 4, 1977,
both a bank holding company and a labor, agricul-
tural, or horticultural organization exempt from
taxation under section 501 of the Internal Revenue
Code (26 U.S.C. 501i(c)).

(3) Companies granted hardship exemption. Any
bank holding company that has controlled only one
bank since before July 1, 1968, and that has been
granted an exemption by the Board under section
4(d) of the BHC Act, subject to any conditions
imposed by the Board.

(4) Companies granted exemption on other grounds.
Any company that acquired control of a bank before
December 10, 1982, without the Board’s prior ap-
proval under section 3 of the BHC Act, on the basis
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of a narrow interpretation of the term ‘‘demand
deposit” or ‘‘commercial loan’’ if the Board has
determined that:
(i) coverage of the company as a bank holding
company under this subpart would be unfair or
represent an unreasonable hardship; and
(ii) exclusion of the company from coverage under
this regulation is consistent with the purposes of
the BHC Act and section 106 of the Bank Holding
Company Act Amendments of 1970 (12 U.S.C.
1971, 1972(1)). The provisions of section 225.4 of
Subpart A of this regulation are not applicable to a
company exempt under this paragraph.

Section 225.22—Exempt Nonbanking Activities
and Acquisitions

(a) Servicing activities. A bank holding company may,
without the Board’s prior approval under this subpart,
furnish services to or perform services for, or establish
or acquire a company that engages solely in furnishing
services to or performing services for:
(1) the bank holding company or its subsidiaries in
connection with their activities as authorized by
law, including services that are necessary to fulfill
commitments entered into by the subsidiaries with
third parties, if the bank holding company or servic-
ing company complies with the Board’s published
interpretations and does not act as principal in
dealing with third parties; and
(2) the internal operations of the bank holding com-
pany or its subsidiaries. Services for the internal
operations of the bank holding company or its
subsidiaries include, but are not limited to:
(i) accounting, auditing, and appraising;
(ii) advertising and public relations;
(iii) data processing and data transmission ser-
vices, data bases or facilities;
(iv) personnel services;
(v) courier services;
(vi) holding or operating property used wholly or
substantially by a subsidiary in its operations or
its future use;
(vii) liquidating property acquired from a subsid-
iary;
(viii) liquidating property acquired from any
sources either prior to May 9, 1956, or the date on
which the company became a bank holding com-
pany, whichever is later; and
(ix) selling, purchasing, or underwriting insurance
such as blanket bond insurance, group insurance
for employees, and property and casualty insur-
ance.

(b) Safe deposit business. A bank holding company or
nonbank subsidiary may, without the Board’s prior

approval, conduct a safe deposit business, or acquire
voting securities of a company that conducts such a
business.

(c) Nonbanking acquisitions not requiring prior Board

approval. The Board’s prior approval is not required

under this subpart for the following acquisitions:

(1) DPC acquisitions.

(i) Voting securities or assets, acquired by fore-
closure or otherwise, in the ordinary course of
collecting a debt previously contracted (‘‘DPC
property’’) in good faith, if the DPC property is
divested within two years of acquisition.
(ii) The Board may, upon request, extend this
two-year period for up to three additional one-
year periods. The Board may permit additional
extensions for up to 5 years (for a total of 10
years), for real estate or other assets that are
demonstrated by the bank holding company to
have value and marketability characteristics simi-
lar to real estate.
(iii) Transfers of DPC property within the bank
holding company system do not extend any period
for divestiture of the property.

(2) Securities or assets required to be divested by
subsidiary. Voting securities or assets required to be
divested by a subsidiary at the request of an examin-
ing federal or state authority (except by the Board
under the BHC Act or this regulation), if the bank
holding company divests the securities or assets
within two years from the date acquired from the
subsidiary.

Q) Fiduciary investments. Voting securities or as-
sets acquired by a bank or other company (other
than a trust that is a company) in good faith in a
fiduciary capacity, if the voting securities or assets
are:
(i) held in the ordinary course of business; and
(ii) not acquired for the benefit of the company or
its shareholders, employees, or subsidiaries.

(4) Securities eligible for investment by a national
bank. Voting securities of the kinds and amounts
explicitly eligible by federal statute (other than
section 4 of the Bank Service Corporation Act,
12 U.S.C. 1864) for investment by a national bank,
and voting securities acquired prior to June 30,
1971, in reliance on section 4(c)(5) of the BHC Act
and interpretations of the Comptroller of the Cur-
rency under section 5136 of the Revised Statutes
(12 U.S.C. 24(7)).

(5) Securities or property representing 5 per cent or
less of a company. Voting securities of a company
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or property that, in the aggregate, represent 5 per
cent or less of the outstanding shares of any class of
voting securities of a company or a 5 per cent
interest or less in the property, subject to the
provisions of 12 CFR 225.137.

(6) Securities of investiment company. Voting securi-
ties of an investment company that is solely engaged
in investing in securities and that does not own or
control more than 5 per cent of the outstanding
shares of any class of voting securities of any
company.

(7) Assets acquired in the ordinary course of busi-
ness. Assets of a company acquired in the ordinary
course of business, subject to the provisions of
12 CFR 225.132, if the assets relate to activitics in
which the acquiring company has previously re-
ceived Board approval under this regulation to en-
gage in the geographic areas to be served.

(8) Asset acquisitions by consumer finance or mort-
gage company or industrial bank. Assets of an
office(s) of a company, all or substantially all of
which relate to making, acquiring, or servicing loans
for personal, family, or household purposes, if:
(i) the acquiring company has previously received
Board approval under this regulation to engage in
consumer finance, residential mortgage banking,
or industrial banking activities in the geographic
areas to be served by the acquired office(s);
(ii) the assets acquired during any twelve-month
period do not represent more than 25 per cent of
the assets (on a consolidated basis) of the acquir-
ing consumer finance company, mortgage compa-
ny or industrial bank, or more than $25 million,
whichever amount is less;
(iii) the assets acquired do not represent more
than 50 per cent of the selling company’s consoli-
dated assets that are devoted to the consumer
finance, residential mortgage banking, or industri-
al banking business;
(iv) the acquiring company notifies the Reserve
Bank of the acquisition within 30 days after the
acquisition; and
(v) the acquiring company, after giving effect to
the transaction, meets the Board's Capital Ade-
quacy Guidelines (Appendix A to Subparts A
through E) and the Board has not previously
notified the acquiring company that it may not
acquire assets under the exemption in this para-
graph.

(d) Acquisition of securities by subsidiary banks.

(1) National bank. A national bank or its subsidiary
may, without the Board’s approval under this sub-

part, acquire or retain securitics on the basis of
section 4(c)(5) the BHC Act in accordance with the
regulations of the Comptroller of the Currency.

(2) State bank. A state-chartered bank or its subsid-
iary may, insofar as federal law is concerned and
without the Board’s prior approval under this sub-
part:
(i) acquire or retain securities, on the basis of
section 4(c)}(5) of the BHC Act, of the kinds and
amounts explicitly eligible by federal statute for
investment by a national bank; or
(i) acquire or retain all (but, except for directors’
qualifying shares, not less than all) of the securi-
ties of a company that engages solely in activities
in which the parent bank may engage, at locations
at which the bank may engage in the activity, and
subject to the same limitations as if the bank were
engaging in the activity directly.

(e) Activities and securities of new bank holding
companies. A company that becomes a bank holding
company may, for a period of two years, engage in
nonbanking activities and control voting securities or
assets of a nonbank subsidiary, if the bank holding
company engaged in such activities or controlled such
voting securities or assets on the date it became a bank
holding company. The Board may grant requests for
up to threc onc-year cxtensions of the two-year
period.

() Grandfathered activities and securities. Unless the
Board orders divestiture or termination under section
4(a)(2) of the BHC Act, a ‘‘company covered in 1970,"
as defined in section 2(b) of the BHC Act, may:
(1) retain voting securities or assets and engage in
activities that it has lawfully held or engaged in
continuously since June 30, 1968; and
(2) acquire voting securities of any newly-formed
company to engage in such activities.

(g) Securities or activities exempt under Regulation K.
A bank holding company may acquire voting securities
or assets and engage in activities as authorized in
Regulation K (12 CFR Part 211).

Section 225.23—Procedures for Applications,
Notices, and Hearings

(a) Application or notice required for nonbanking
activities. An application or notice for the Board’s
prior approval under section 225.21(a) of this subpart
for the following transactions shall be filed by a bank
holding company with the appropriate Reserve Bank
on the designated form in accordance with the Board’s
Rules of Procedure (12 CFR 262.2):



132 Federal Reserve Bulletin O February 1984

(1) Engaging de novo in listed nonbanking activities.
A notice is required to commence or to engage de
novo, either directly or through a subsidiary, in a
nonbanking activity listed in section 225.25 of this
subpart. The applicant may commence the activity
30 days after receipt by the Reserve Bank of the
notice unless the Reserve Bank within the 30-day
period:

(i) returns the notice because it is incomplete or

requires an application under paragraph (a)(2) or

(3) of this section;

(ii) notifies the company that it may consummate

the transaction at an earlier date;

(iii) extends the 30-day period for an additional 15

days; or

(iv) refers the notice to the Board for decision

because substantive adverse comment is received

or it otherwise appears appropriate.
If the 30-day period is extended by the Reserve
Bank to request necessary additional information,
the 15-day period does not commence until after the
Reserve Bank receives the requested information.
The Reserve Bank shall promptly send a copy of
any notice received under this paragraph to the
Board.

(2) Acquiring a company engaged in listed nonbank-
ing activities. An application is required to acquire
or control voting securities or assets of a company
engaged in a permissible nonbanking activity listed
in section 225.25 of this subpart.

(3) Engaging in or acquiring a company to engage in
unlisted nonbanking activities. An application is
required to commence or to engage de novo, or to
acquire or control voting securities or assets of a
company engaged in, any activity not listed in
section 225.25 of this subpart. The application shall
contain evidence that the proposed activity is so
closely related to banking or managing or controlling
banks as to be a proper incident thereto.

(b) Notice to expand or alter nonbanking activities.

(1) De novo expansion. A notice under paragraph
(a)(1) of this section is required to open a new office
or to form a subsidiary to engage in, or to relocate an
existing office engaged in, a nonbanking activity that
the Board has previously approved for the bank
holding company under this regulation, only if:

(i) the Board's prior approval was limited geo-

graphically;

(ii) the activity is to be conducted in a country

outside of the United States and the bank holding

company has not previously received prior Board

approval under this regulation to engage in the
activity in that country; or
(iii) the Board or appropriate Reserve Bank has
notified the company that a notice under para-
graph (a)(1) of this section is required.
The Board may require an application under para-
graph (a)(2) or (a)(3) of this section instead of a
notice.

(2) Activities outside United States. With respect to
activities to be engaged in outside the United States
that require approval under this subpart, the proce-
dures of this section apply only to activities to be
engaged in directly by a bank holding company that
is not a qualifying foreign banking organization or by
a nonbank subsidiary of a bank holding company
approved under this subpart. Regulation K (12 CFR
Part 211) governs other international operations of
bank holding companies.

(3) Alteration of nonbanking activity. A notice under
paragraph (a)(1) of this section is required to alter a
nonbanking activity in any material respect from
that considered by the Board in acting on the
application or notice to engage in the activity. The
Board may require an application under paragraph
(a)(2) or (3) of this section instead of a notice.

(c) Accepting application for processing. Within 10
business days after the Reserve Bank receives an
application under this section, the Reserve Bank shall
accept it for processing, request additional information
to complete the application, or return the application
to the applicant if it is substantially incomplete. If
additional information is requested, the Reserve Bank
shall, within 5 business days of receipt of the request-
ed information, either accept the application for pro-
cessing or return the application to the applicant if it is
still incomplete. Upon accepting an application, the
Reserve Bank shall immediately send copies to the
Board.

(d) Federal Register notice.

(1) Listed activities. Upon receipt by the Reserve
Bank of an application or notice involving an activi-
ty listed in section 225,25 of this subpart, notice of
the application or proposal shall be promptly sent to
the Federal Register for publication. The Federal
Register notice shall invite comment for a period of
not more than 30 days.

(2) Unlisted activities. In the case of an application
under this section involving an activity not listed in
section 225.25 of this subpart, the Board shall,
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within 10 business days of acceptance by the Re-
serve Bank, send notice of the application to the
Federal Register for publication, unless the Board
determines that the applicant has not demonstrated
that the activity is so closely related to banking or to
managing or controlling banks as to be a proper
incident thereto. The Board may extend the 10-day
period for an additional 30 calendar days upon
notice to the applicant. In the event notice of an
application is not published for comment, the Board
shall inform the applicant of the reasons for the
decision. The Federal Register notice shall invite
comment on the proposal for a reasonable period of
time, generally for 30 days.

(e) Action on applications.

(1) Action under delegated authority. The Reserve
Bank shall approve an application under paragraph
(a)(2) of this section within 30 calendar days after it
has accepted the application, unless the Reserve
Bank, upon notice to the applicant, refers the appli-
cation to the Board for decision because action
under delegated authority is not appropriate. Upon
written notice to the applicant, the Reserve Bank
may extend the 30-day period for 15 days. If the
extension of time is to request necessary additional
information, the 15-day period does not commence
until the Reserve Bank receives the requested infor-
mation.

(2) Board action. The Board shall act on an applica-
tion or notice under this section that is referred to it
for decision within 60 calendar days after the Re-
serve Bank has accepted the application or received
the notice, unless the Board notifies the applicant
that the 60-day period is being extended for a
specified period and explains the reasons for the
extension. In no event may the extension exceed the
91-day period specified in paragraph (h) of this
section. The Board may request additional informa-
tion that it believes is necessary for its decision.

() Expedited procedure for small acquisitions.

(1) Filing notice. As an alternative to the application
procedure of paragraph (a)(2) of this section, a bank
holding company may apply to acquire voting secu-
rities or assets of a company engaged in an activity
listed in section 225.25 of this subpart by:

(i) providing the appropriate Reserve Bank with a

description of the transaction; and either

(ii) submitting a copy of a newspaper notice in the

form prescribed by the Board; or

(iii) requesting the Board to publish notice of the

application in the Federal Register. The newspa-
per notice shall be published in a newspaper of
general circulation in the areas to be served as a
result of the acquisition and shall provide an
opportunity for interested persons to comment on
the application for a period of at least 10 calendar
days. If the applicant elects Federal Register
notice, the notice shall provide an opportunity for
interested persons to comment for a period of at
least 1S calendar days.

(2) Criteria for use of expedited procedure. The
procedure in this paragraph is available only if:
(i) neither the book value of the assets to be
acquired nor the gross consideration to be paid for
the securities or assets exceeds $15 million;
(ii) the bank holding company has previously
received Board approval to engage in the activity
involved in the acquisition; and
(iii) the bank holding company meets the Board’s
Capital Adequacy Guidelines (Appendix A to
Subparts A through E).

(3) Action on application. Within 5 business days
after the close of the comment period specified in
the Federal Register notice or within 15 calendar
days after receipt by the Reserve Bank of the
newspaper notice, the Reserve Bank shall either
approve the application or refer it to the Board for
decision if action under delegated authority is not
appropriate. The Board shall act on an application
under this paragraph that is referred to it for deci-
sion in accordance with paragraph (e)(2) of this
section. The Reserve Bank, upon written notice to
the applicant, may extend the time period for ap-
proval under this paragraph for a reasonable period
of time not to exceed 30 days. The Reserve Bank or
the Board may require an application under para-
graph (a)(2) of this section.

(g) Hearing. Any request for a hearing on an applica-
tion or notice under this section shall comply with the
provisions of section 262.3(e) of the Board’s Rules of
Procedure (12 CFR 262.3(¢)). The Board may order a
formal or informal hearing or other proceeding on an
application, as provided in section 262.3(i)(2) of the
Rules of Procedure (12 CFR 262.3(i)(2)). The Board
shall order a hearing only if there are disputed issues of
material fact that cannot be resolved in some other
manner,

(h) Approval through failure to act; 91-day rule. An
application or notice under this subpart shall be
deemed approved if the Board fails to act on the
application or notice within 91 calendar days after the
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date of submission to the Board of the complete record
on the application or notice. The procedures for com-
putation of the 91-day rule as set forth in section
225.14(g) of Subpart B of this regulation apply to
applications and notices under this subpart.

(i) Emergency thrift institution acquisitions. In the
case of an application to acquire a thrift institution, the
Board may modify or dispense with the notice and
hearing requirements of this section if the Board finds
that an emergency exists that requires the Board to act
immediately and the primary Federal regulator of the
institution concurs.

Section 225.24—Factors Considered in Acting
on Nonbanking Applications

In evaluating an application or notice under section
225.23 of this subpart, the Board shall consider wheth-
er the performance by the applicant of the activity can
reasonably be expected to produce benefits to the
public (such as greater convenience, increased compe-
tition, and gains in efficiency) that outweigh possible
adverse effects (such as undue concentration of re-
sources, decreased or unfair competition, conflicts of
interest, and unsound banking practices). This consid-
eration includes an evaluation of the financial and
managerial resources of the applicant, including its
subsidiaries, and any company to be acquired, and the
effect of the proposed transaction on those resources.
Unless the record demonstrates otherwise, the com-
mencement or expansion of a nonbanking activity
de novo is presumed to result in benefits to the public
through increased competition.

Section 225.25—List of Permissible
Nonbanking Activities

(a) Closely related nonbanking activities. The activi-
ties listed below are so closely related to banking or
managing or controlling banks as to be a proper
incident thereto and may be engaged in by a bank
holding company or a subsidiary thereof in accordance
with and subject to the requirements of this regulation.

(b)(1) Making and servicing loans. Making, acquiring,
or servicing loans or other extensions of credit
(including issuing letters of credit and accepting
drafts) for the company’s account or for the account
of others, such as would be made, for example, by
the following types of companies:

(i) consumer finance;

(ii) credit card;

(iii) mortgage;

(iv) commercial finance; and
(v) factoring.

(2) Industrial banking. Operating an industrial bank,
Morris Plan bank, or industrial loan company, as
authorized under state law, so long as the institution
is not a bank.

(3) Trust company functions. Performing functions
or activities that may be performed by a trust
company (including activities of a fiduciary, agency,
or custodial nature), in the manner authorized by
federal or state law, so long as the institution is not a
bank and does not make loans or investments or
accept deposits other than:
(i) deposits that are generated from trust funds not
currently invested and that are properly secured
to the extent required by law;
(ii) deposits representing funds received for a
special use in the capacity of managing agent or
custodian for an owner of, or investor in, real
property, securities, or other personal property;
or for such owner or investor as agent or custodi-
an of funds held for investment or as escrow
agent; or for an issuer of, or broker or dealer in
securities, in a capacity such as a paying agent,
dividend disbursing agent, or securities clearing
agent; provided such deposits are not employed
by or for the account of the customer in the
manner of a general purpose checking account or
interest-bearing account; or
(iii) making call loans to securities dealers or
purchasing money market instruments such as
certificates of deposit, commercial paper, govern-
ment or municipal securities, and bankers accep-
tances. (Such authorized loans and investments,
however, may not be used as a method of chan-
neling funds to nonbanking affiliates of the trust
company.)

(4) Investment or financial advice. Acting as invest-
ment or financial advisor to the extent of:
(i) serving as the advisory company for a mort-
gage or a real estate investment trust;
(ii) serving as investment adviser (as defined in
section 2(a)(20) of the Investment Company Act
of 1940, 15 U.S.C. 80a-2(a)(20)), to an investment
company registered under that act, including
sponsoring, organizing, and managing a closed-
end investment company;
(iii) providing portfolio investment advice! to any
other person;

1. The term ‘‘portfolio investment’’ is intended to refer generally to
the investment of funds in a “*security’’ as defined in section 2(1) of the
Securities Act of 1933 (15 U.S.C. 77b) or in real property mterests,
except where the real property is to be used in the trade or business of
the person being advised. In furnishing portfolio investment advice,
bank holding companies and their subsidiaries shall observe the
standards of care and conduct applicable to fiduciaries.
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(iv) furnishing general economic information and
advice, general economic statistical forecasting
services and industry studies;? and

(v) providing financial advice to state and local
governments, such as with respect to the issuance
of their securities.

(5) Leasing personal or real property. Leasing per-
sonal or real property or acting as agent, broker, or
adviser in leasing such property if:
(i) the lease is to serve as the functional equivalent
of an extension of credit to the lessee of the

property;

(ii) the property to be leased is acquired specifical-
ly for the leasing transaction under consideration
or was acquired specifically for an earlier leasing
transaction;

(iii) the lease 1s on a nonoperating basis;*

(iv) at the inception of the initial lease the effect of
the transaction (and, with respect to governmen-
tal entities only, reasonably anticipated future
transactions 4) will yield a return that will com-
pensate the lessor for not less than the lessor’s full

2. This 1s to be contrasted with ‘*management consulting,’” which
the Board views as including, but not hmited to, the provision of
analysis or advice as to a firm’s (A) purchasing operations, such as
inventory control, sources of supply, and cost mimimization subject to
constraints; (B) production operations, such as quality control, work
measurement, product methods, scheduling shifts, time and motion
studies, and safety standards; (C) marketing operations, such as
market testing, advertising programs, market development, packag-
ing, and brand development; (D) planning operations, such as demand
and cost projections, plant location, program planning, corporate
acquisitions and mergers, and determination of long-term and short-
term goals; (E) personnel operations, such as recruitment, traimng,
mcentive programs, employee compensation, and management-per-
sonnel relations; (F) internal operations, such as taxes, corporate
organization, budgeting systems, budget control, data processing
systems evaluation, and efficiency evaluation; or (G) research opera-
tions, such as product development, basic research, and product
design and innovation. The Board has determined that ‘*‘management
consulting’’ is not an activity that 1s so closely related to banking or
managing or controlling banks as to be a proper incident thereto.

3. For purposes of the leasing of automobiles, the requirement that
the lease be on a nonoperating basis means that the bank holding
company may not, directly or indirectly: (A) provide for the servicing,
repair, or maintenance of the leased vehicle during the lease term; (B)
purchase parts and accessories in bulk or for an individual vehicle
after the lessee has taken delivery of the vehicle, (C) provide for the
loan of an automobile during servicing of the leased vehicle; (D)
purchase insurance for the lessee; or (E) provide for the renewal of the
vehicle’s license merely as a service to the lessee where the lessee
could renew the license without authorization from the lessor.

4. The Board understands that some federal, state and local govern-
mental entities may not enter into a lease for a period m excess of one
year. Such an impediment does not prohibit a company authorized to
conduct leasing activities under this paragraph from entering nto a
lease with such governmental entities if the company reasonably
anticipates that the governmental entities will renew the lease annual-
ly until such time as the company is fully compensated for its
investment in the leased property plus its costs of financing the
property. Further, a company authorized to conduct personal proper-
ty leasing activities under this paragraph may also engage n so-called
‘‘bridge’’ lease financing of personal property, but not real property, if
the lease 1s short-term pending completion of long-term financing, by
the same or another lender.

investment in the property plus the estimated total
cost of financing the property over the term of the
lease,’ from:
(A) rentals;
(B) estimated tax benefits (investment tax cred-
it, net economic gain from tax deferral from
accelerated depreciation, and other tax benefits
with a substantially similar effect);
(C) the estimated residual value of the property
at the expiration of the initial term of the lease,
which in no case shall exceed 20 per cent of the
acquisition cost of the property to the lessor;
and
(D) in the case of a lease of personal property of
not more than seven years in duration, such
additional amount, which shall not exceed 60
per cent of the acquisition cost of the property,
as may be provided by an unconditional guaran-
tee by a lessee, independent third party, or
manufacturer, which has been determined by
the lessor to have the financial resources to
meet such obligation, that will assure the lessor
of recovery of its investment and cost of financ-
ing;
(v) the maximum lease term during which the
lessor must recover the lessor’s full investment in
the property, plus the estimated total cost of
financing the property, shall be 40 years; and
(vi) at the expiration of the lease (including any
renewals or extensions with the same lessee), all
interest in the property shall be either liquidated
or released on a nonoperating basis as soon as
practicable but in no event later than two years
from the expiration of the lease;® however, in no
case shall the lessor retain any interest in the
property beyond 50 years after its acquisition of
the property.

(6) Community development. Making equity and
debt investments in corporations or projects de-
signed primarily to promote community welfare,
such as the economic rehabilitation and develop-
ment of low-income areas by providing housing,
services, or jobs for residents.

5. The estimate by the lessor of the total cost of financing the
property over the term of the lease should reflect, among other
factors: the term of the lease, the modes of financing available to the
lessor, the credit rating of the lessor and/or the lessee, if a factor in the
financing, and prevailing rates in the money and capital markets.

6. In the event of a default on a lease agreement prior to the
expiration of the lease term, the lessor shall either release the
property, subject to all the conditions of this paragraph, or liquidate
the property as soon as practicable but i no event later than two years
from the date of default on a lease agreement or such additional time
as the Board may permit under section 225.22(c)(1) of this regulation,
as if the property were DPC property
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(7) Data processing. Providing to others data pro-
cessing and data transmission services, facilities
(including data processing and data transmission
hardware, software, documentation or operating
personnel), data bases, or access to such services,
facilities, or data bases by any technological means,
if:
(i) the data to be processed or furnished are
financial, banking, or economic, and the services
are provided pursuant to a written agreement so
describing and limiting the services;
(ii) the facilities are designed, marketed, and
operated for the processing and transmission of
financial, banking, or economic data; and
(iii) the hardware provided in connection there-
with is offered only in conjunction with software
designed and marketed for the processing and
transmission of financial, banking, or economic
data, and where the general purpose hardware
does not constitute more than 30 per cent of the
cost of any packaged offering.

(8) Insurance sales. Except as prohibited in Title VI
of the Garn-St Germain Depository Institutions Act
of 1982 (12 U.S.C. 1843(c)(8)), acting as insurance
agent or broker in offices at which the holding
company or its subsidiaries are otherwise engaged in
business (or in an office adjacent thereto) with
respect to the following types of insurance:
(i) any insurance that
(A) is directly related to an extension of credit
by a bank or bank-related firm of the kind
described in this regulation, or
(B) is directly related to the provision of other
financial services by a bank or such a bank-
related firm; and
(ii) any insurance sold by a bank holding company
or a nonbanking subsidiary in a community that
has a population not exceeding 5,000 (as shown by
the last preceding decennial census), if the princi-
pal place of banking business of the bank hoiding
company is located in a community having a
population not exceeding 5,000.

(9) Underwriting Credit Life, Accident and Health
Insurance. Acting as underwriter for credit life
insurance and credit accident and health insurance
that is directly related to an extension of credit by
the bank holding company system.”

7. To assure that engaging 1n the underwriting of credit hfe and
credit accident and health insurance can reasonably be expected to be
in the public interest, the Board will only approve applications in
which an applicant demonstrates that approval will benefit the con-
sumer or result 1n other public benefits. Normally such a showing
would be made by a projected reduction 1n rates or increase in policy
benefits due to bank holding company performance of this service.

(10) Courier services. Providing courier services for:
(i) checks, commercial papers, documents, and
written instruments (excluding currency or bear-
er-type negotiable instruments) that are ex-
changed among banks and financial institutions;
and
(ii) audit and accounting media of a banking or
financial nature and other business records and
documents used in processing such media.8

(11) Management consulting to depository institu-
tions. Providing management consulting advice ° to
nonaffiliated bank and nonbank depository institu-
tions, including commercial banks, savings and loan
associations, mutual savings banks, credit unions,
industrial banks, Morris Plan banks, cooperative
banks, and industrial loan companies, if:
(i) neither the bank holding company nor any of its
subsidiaries own or control, directly or indirectly,
any equity securities in the client institution;
(ii) no management official, as defined in 12 CFR
212.2(h), of the bank holding company or any of
its subsidiaries serves as a management official of
the client institution, except where such interlock-
ing relationships are permitted pursuant to an
exemption granted under 12 CFR 212.4(b);
(iii) the advice is rendered on an explicit fee basis
without regard to correspondent balances main-
tained by the client institution at any depository
institution subsidiary of the bank holding compa-
ny; and
(iv) disclosure is made to each potential client
institution of
(A) the names of all depository institutions that
are affiliates of the consulting company, and
(B) the names of all existing client institutions
located in the same county(ies), Metropolitan
Statistical Area, or Primary Metropolitan Sta-
tistical Area as the client institution.?

(12) Money orders, savings bonds, and travelers
checks. The issuance and sale at retail of money

8. See also the Board's interpretation on courier activities (12 CFR
225.129), which sets forth conditions for bank holding company entry
into the activity.

9. A bank holding company that has received the Board’s prior
approval to engage in offering management consulting advice to
nonaffilated commercial banks as of April 20, 1982, may offer such
advice on a de novo basis to nonbank depository institutions pursuant
to this paragraph without filing an application under section 225.23 of
this subpart.

10. In performing this activity, bank holding companies are not
authorized to perform tasks or operations or provide services to client
institutions either on a daily or continuing basis, except as necessary
to instruct the client institution on how to perform such services for
itself. See also the Board’s interpretation of bank management con-
sulting advice (12 CFR 225.131). This interpretation shall apply to the
performance of management consulting services for commercial
banks and any other type of depository institution.
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orders and similar consumer-type payment instru-
ments having a face value of not more than $1,000;
the sale of U.S. savings bonds; and the issuance and
sale of travelers checks.

(13) Real estate appraising. Performing appraisals
of real estate.

(14) Arranging commercial real estate equity financ-
ing. Acting as intermediary for the financing of
commercial or industrial income-producing real es-
tate by arranging for the transfer of the title, control
and risk of such a real estate project to one or more
investors, if:
(i) the financing arranged exceeds $1 million;
(ii) the bank holding company and its affiliates do
not provide financing to the investors to acquire a
real estate project for which the bank holding
company arranges equity financing;
(iii) the bank holding company and its affiliates do
not have an interest in or participate in managing,
developing or syndicating a real estate project for
which it arranges equity financing, and do not
promote or sponsor the development or syndica-
tion of such property; and
(iv) the fee received for arranging equity financing
for a real estate project is not based on profits to
be derived from the project and is not larger than
the fee that would be charged by an unaffiliated
intermediary.

(15) Securities Brokerage. Providing securities bro-
kerage services, related securities credit activities
pursuant to the Board’s Regulation T (12 CFR Part
220), and incidental activities such as offering custo-
dial services, individual retirement accounts, and
cash management services, if the securities broker-
age services are restricted to buying and selling
securities solely as agent for the account of custom-
ers and do not include securities underwriting or
dealing or investment advice or research services.

(16) Underwriting and dealing in government obli-
gations and money market instruments, Underwrit-
ing and dealing in obligations of the United States,
general obligations of states and their political subdi-
visions, and other obligations that state member
banks of the Federal Reserve System may be autho-
rized to underwrite and deal in under 12 U.S.C. 24
and 335, including bankers’ acceptances and certifi-
cates of deposit, under the same limitations as
would be applicable if the activity were performed
by the bank holding company’s subsidiary member
banks or its subsidiary nonmember banks as if they
were member banks.

(17) Foreign exchange advisory and transactional
services. Providing, by any means, general informa-
tion and statistical forecasting with respect to for-
eign exchange markets; advisory services designed
to assist customers in monitoring, evaluating and
managing their foreign exchange exposures; and
transactional services with respect to foreign ex-
change by arranging for *‘swaps’’ among customers
with complementary foreign exchange exposures
and for the execution of foreign exchange transac-
tions; provided the activity is conducted through a
separately incorporated subsidiary of the bank hold-
ing company that;
(i) does not take positions in foreign exchange for
its own account;
(ii) observes the standards of care and conduct
applicable to fiduciaries with respect to its foreign
exchange advisory and transactional services; and
(iii) does not itself execute foreign exchange trans-
actions.

(18) Futures commission merchant. Acting as a
futures commission merchant for nonaffiliated per-
sons in the execution and clearance on major com-
modity exchanges of futures contracts and options
on futures contracts for bullion, foreign exchange,
government securities, certificates of deposit and
other money market instruments that a bank may
buy or sell in the cash market for its own account, if
the activity is conducted through a separately incor-
porated subsidiary of the bank holding company
that:
(i) does not become a clearing member of any
exchange or clearing association that requires the
parent corporation of the clearing member to also
become a member of that exchange or clearing
association unless a waiver of the requirement is
obtained;
(i1) does not trade for its own account except for
the purpose of hedging a cash position in the
related government security, bullion, foreign cur-
rency, or money market instrument;
(iii) time stamps orders of all customers to the
nearest minute, executes all orders strictly in
chronological sequence to the extent consistent
with the customers’ specifications, and executes
all orders with reasonable promptness with due
regard to market conditions;
(iv) does not extend credit to customers for the
purpose of meeting initial or maintenance margins
required of customers except for posting margin
on behalf of customers in advance of prompt
reimbursement; and
(v) has and maintains capitalization fully adequate
to meet its own commitments and those of its
customers, including affiliates.
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Subpart D—Contro!l and Divestiture
Proceedings

Section 225.31—Control Proceedings

(a) Preliminary determination of control.
(1) The Board may issue a preliminary determina-
tion of control under the procedures set forth in this
section in any case in which:
(i) any of the presumptions of control set forth in
paragraph (d) of this section is present; or
(ii) it otherwise appears that a company has the
power to exercise a controlling influence over
the management or policies of a bank or other
company.
(2) If the Board makes a preliminary determination
of control under this section, the Board shall send
notice to the controlling company containing a state-
ment of the facts upon which the preliminary deter-
mination is based.

(b) Response to preliminary determination of control.
Within 30 calendar days of issuance by the Board of a
preliminary determination of control or such longer
period permitted by the Board, the company against
whom the determination has been made shall:
(1) submit for the Board’s approval a specific plan
for the prompt termination of the control
relationship;
(2) file an application under Subpart B or C of this
regulation to retain the control relationship; or
(3) contest the preliminary determination by filing a
response, setting forth the facts and circumstances
in support of its position that no control exists, and,
if desired, requesting a hearing or other proceeding.

(c) Hearing and final determination.

(1) The Board shall order a formal hearing or other
appropriate proceeding upon the request of a com-
pany that contests a preliminary determination that
the company has the power to exercise a controlling
influence over the management or policies of a bank
or other company, if the Board finds that material
facts are in dispute. The Board may also in its
discretion order a formal hearing or other proceed-
ing with respect to a preliminary determination that
the company controls voting securities of the bank
or other company under the presumptions in para-
graph (d)(1) of this section.

(2) At a hearing or other proceeding, any applicable
presumptions established by paragraph (d) of this
section shall be considered in accordance with the
Federal Rules of Evidence and the Board’s Rules of
Practice for Formal Hearings (12 CFR Part 263).
(3) After considering the submissions of the compa-
ny and other evidence, including the record of any

hearing or other proceeding, the Board shall issue a
final order determining whether the company con-
trols voting securities, or has the power to exercise a
controlling influence over the management or poli-
cies, of the bank or other company. If a control
relationship is found, the Board may direct the
company to terminate the control relationship or to
file an application for the Board’s approval to retain
the control relationship under Subpart B or C of this
regulation.

(d) Rebuttable presumptions of control. The following
rebuttable presumptions shall be used in any proceed-
ing under this section:
(1) Control of voting securities:
(1) Securities convertible into voting securities. A
company that owns, controls, or holds securities
that are immediately convertible, at the option of
the holder or owner, into voting securities of a
bank or other company, controls the voting secu-
rities.
(ii) Option or restriction on voting securities. A
company that enters into an agreement or under-
standing under which the rights of a holder of
voting securities of a bank or other company are
restricted in any manner controls the securities.
This presumption does not apply where the agree-
ment or understanding:
(A) is a mutual agreement among shareholders
granting to each other a right of first refusal with
respect to their shares;
(B) is incident to a bona fide loan transaction;
or
(C) relates to restrictions on transferability and
continues only for the time necessary to obtain
approval from the appropriate federal supervi-
sory authority with respect to acquisition by the
company of the securities.

(2) Control over company.

(i) Management agreement, A company that en-
ters into any agreement or understanding with a
bank or other company (other than an investment
advisory agreement), such as a management con-
tract, under which the first company or any of its
subsidiaries directs or exercises significant influ-
ence over the general management or overall
operations of the bank or other company controls
the bank or other company.

(ii) Shares controlled by company and associated
individuals. A company that, together with its
management officials or principal shareholders
(including members of the immediate families of
either as defined in 12 CFR 206.2(k)), owns,
controls, or holds with power to vote 25 per cent
or more of the outstanding shares of any class of
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voting securities of a bank or other company
controls the bank or other company, if the first
company owns, controls, or holds with power to
vote more than 5 per cent of the outstanding
shares of any class of voting securities of the bank
or other company.

(iii) Common management officials. A company
that has one or more management officials in
common with a bank or other company controls
the bank or other company, if the first company
owns, controls or holds with power to vote more
than 5 per cent of the outstanding shares of any
class of voting securities of the bank or other
company, and no other person controls as much
as S per cent of the outstanding shares of any class
of voting securities of the bank or other company.
(iv) Shares held as fiduciary. The presumptions in
paragraphs (d)(2)(ii) and (iii) of this section do not
apply if the securities are held by the company in
a fiduciary capacity without sole discretionary
authority to exercise the voting rights.

(e) Presumptions of non-control.

(1) In any proceeding under this section, there is a
presumption that any company that directly or indi-
rectly owns, controls, or has power to vote less than
5 per cent of the outstanding shares of any class of
voting securities of a bank or other company does
not have control over that bank or other company.
(2) In any proceeding under this section, or judicial
proceeding under the BHC Act, other than a pro-
ceeding in which the Board has made a preliminary
determination that a company has the power to
exercise a controlling influence over the manage-
ment or policies of the bank or other company, a
company may not be held to have had control over
the bank or other company at any given time, unless
that company, at the time in question, directly or
indirectly owned, controlled, or had power to vote §
per cent or more of the outstanding shares of any
class of voting securities of the bank or other
company, or had already been found to have control
on the basis of the existence of a controlling influ-
ence relationship.

Section 225.32—Divestiture Proceedings

(a) Ineffective divestitures.
(1) The divestiture of assets or voting securities by a
bank holding company (or a company that would be
a bank holding company but for the divestiture) is
ineffective, and the divesting company shall be
presumed to control the acquiring person or the
divested assets or securities, if
(i) the acquiring person is indebted in any manner
to the divesting company; or

(ii) the divesting company has any management
official in common with the acquiring person.

(2) For the purposes of this section:
(1) “‘indebtedness’’ does not include routine busi-
ness or personal credit that is unrelated to the
divestiture transaction and that is extended by the
divesting company in the ordinary course of its
lending business; and
(ii) “*divesting company’’ and ‘‘acquiring person’’
include their parent companies, subsidiaries, and,
if the acquiring person is an individual, companies
controlled by the individual.

(b) Request for divestiture determination. For any
divestiture that is deemed ineffective under paragraph
(a) of this section, the divesting company may request
the Board to determine that the divestiture is in fact
effective by submitting a letter that includes:
(1) a description of the divestiture transaction and
the existing and prospective relationship between
the divesting company and the acquiring person;
(2) evidence and argument demonstrating that the
divesting company is not capable of controlling the
acquiring person or the divested assets or securities;
and
(3) a request for a hearing, if desired.

(¢) Hearing. The Board shall order a formal hearing or
other appropriate proceeding upon the request of a
divesting company under paragraph (b) of this section,
if the Board finds that material facts are in dispute.
The Board may also order a formal hearing or other
proceeding if, in the Board’s judgment, such a pro-
ceeding would be appropriate.

(d) Standards for muaking divestiture determination. In
acting on the request of a divesting company under
paragraph (b) of this section, the Board shall consider
the following factors, among others, in determining
whether the divesting company is capable of control-
ling the acquiring person or the divested assets or
securities:
(1) Indebtedness of acquiring person to divesting
company.
(i) the terms of the indebtedness, including the
amount of the indebtedness in relation to the total
purchase price;
(ii) the ability of the acquiring person to repay the
indebtedness; and
(iii) the manner in which the divesting company
would dispose of the divested assets in the event it
reacquires the assets as a result of default on the
indebtedness.

(2) Management official interlocks. The extent of
the involvement of the interlocking management



140 Federal Reserve Bulletin {] February 1984

official in the operations of the divesting company
and the acquiring person, and the management
official's relationship to the assets or securities
being divested.

(e) Final determination. After considering the submis-
sion of the divesting company and other evidence,
including the record of any hearing or other proceed-
ing, the Board shall issue an order determining wheth-
er the company controls or is capable of controlling
the acquiring person or the divested assets or securi-
ties.

() Review of other divestitures. In any divestiture of
assets or securities by a company that is not covered
under paragraph (a) of this section, the Board may
review the divestiture to assure that the divesting
company is not capable of controlling the acquiring
person or the divested assets or securities.

Subpart E—Change in Bank Control

Section 225.41—Transactions Requiring Prior
Notice

(a) Prior notice requirement.

(1) Any person acting directly or indirectly, or
through or in concert with one or more persons,
shall give the Board 60 days’ written notice, as
specified in section 225.43 of this subpart, before
acquiring control of a state member bank or bank
holding company, unless the acquisition is exempt
under section 225.42 of this subpart.

(2) For the purposes of this subpart, ‘‘acquisition”
includes a purchase, assignment, transfer, or pledge
of voting securities, or an increase in percentage
ownership of a bank or other company resulting
from a redemption of voting securities.

(b) Acquisitions requiring prior notice. The following
transactions constitute, or are presumed to constitute,
the acquisition of control under the Bank Control Act,
requiring prior notice to the Board:
(1) the acquisition of any voting securities of a state
member bank or bank holding company if, after the
transaction, the acquiring person (or persons acting
in concert) owns, controls, or holds with power to
vote 25 per cent or more of any class of voting
securities of the institution; or
(2) the acquisition of any voting securities of a state
member bank or bank holding company if, after the
transaction, the acquiring person (or persons acting
in concert) owns, controls, or holds with power to
vote 10 per cent or more (but less than 25 per cent)

of any class of voting securities of the institution,
and if:
(A) the institution has registered securities under
section 12 of the Securities Exchange Act of 1934
(15 U.S.C. 781); or
(B) no other person will own a greater percentage
of that class of voting securities immediately after
the transaction.

(c) Rebuttal of presumption of control. Prior notice to
the Board is not required for any acquisition of voting
securities under the presumption set forth in paragraph
(b)(2) of this section, if the Board finds that the
acquisition will not result in control. The Board will
afford the person seeking to rebut the presumption an
opportunity to present views in writing or, if appropri-
ate, orally before its designated representatives at an
informal conference.

(d) Other transactions. Transactions other than those
set forth in paragraph (b)(2) resulting in a person’s
control of less than 25 per cent of a class of voting
securities of a state member bank or bank holding
company do not result in control for purposes of the
Bank Control Act.

Section 225.42—Transactions not Requiring
Prior Notice

The following transactions do not require prior notice
to the Board under this subpart:

(a) Increase of previously authorized acquisitions. The
acquisition of additional shares of a class of voting
securities of a state member bank or bank holding
company by any person who has lawfully acquired and
maintained control of 25 per cent or more of that class
of voting securities after filing the notice required
under section 225.41(b)(1) of this subpart.

(b) Acquisitions subject to approval under BHC Act or
Bank Merger Act. Any acquisition of voting securities
subject to approval under section 3 of the BHC Act
(section 225.11 of Subpart B), or section 18(c) of the
Federal Deposit Insurance Act (Bank Merger Act,
12 U.S.C. 1828(c)).

(c) Transactions exempt under BHC Act. Any acquisi-
tion described in sections 2(a)(5) or 3(a)(A) or (B) of
the BHC Act (12 U.S.C. 1841(a)(5), 1842(a)(A) and
(B)) by a person described in those provisions.

(d) Grandfathered control relationships.
(1) The acquisition of additional voting securities of
a state member bank or bank holding company by a
person who continuously since March 9, 1979 (or
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since that institution commenced business, if later)
held power to vote 25 per cent or more of any class
of voting securities of that institution; or

(2) the acquisition of additional voting securitics of a
state member bank or bank holding company by a
person who is presumed under section 225.41(b)(2)
of this subpart to have controlled the institution
continuously since March 9, 1979, if the aggregate
amount of voting securities held does not exceed 25
per cent of any class of voting securities of the
institution.

(e) Acquisitions in satisfuction of debts previously
contracted or through inheritance or gift. Any acquisi-
tion of voting securities, which would otherwise re-
quire a notice under this subpart, in satisfaction of a
debt previously contracted in good faith, or through
inheritance or a bona fide gift, if the acquiring person
notifies the appropriate Reserve Bank within 30 calen-
dar days after the acquisition and provides any rele-
vant information requested by the Reserve Bank,

(f) Proxy solicitation. The acquisition of the power to
vote securities of a state member bank or bank holding
company through receipt of a revocable proxy in
connection with a proxy solicitation for the purpose of
conducting business at a regular or special meeting of
the institution, if the proxy terminates within a reason-
able period after the meeting.

(g) Stock dividends. The receipt of voting securities of
a state member bank or bank holding company
through a stock dividend or stock split if the propor-
tional interest of the recipient in the institution remains
substantially the same.

(h) Acquisition of foreign banking organization. The
acquisition of voting securities of a qualifying foreign
banking organization. (This exemption does not ex-
tend to the reports and information required under
paragraphs 9, 10, and 12 of the Bank Control Act
(12 U.S.C. 1817(G)(9), (10), and (12)).

Section 225.43—Procedures for Filing,
Processing, and Acting on Notices

(a) Filing notice. A notice required under this subpart
shall be filed with the appropriate Reserve Bank and
shall contain the information required by paragraph 6
of the Bank Control Act (12 U.S.C. 1817(j}6)), or
prescribed in the designated Board form. With respect
to personal financial statements required by paragraph
5(B) of the Bank Control Act, an individual may
include a statement of assets and liabilities as of a date
within 90 days of filing the notice, a brief income

summary, and a description of any subsequent materi-
al changes, subject to the authority of the Reserve
Bank or the Board to require additional information.

(b) Advice to bank supervisory agencies.

(1) Upon accepting a notice relating to acquisition of
securities of a state member bank, the Reserve Bank
shall send a copy of the notice to the appropriate
state bank supervisor, which shall have 30 calendar
days from the date the notice is sent in which to
submit its views and recommendations to the Board.
The Reserve Bank shall also send a copy of any
notice it accepts to the Comptroller of the Currency
and the Federal Deposit Insurance Corporation.

(2) If the Board finds that it must act immediately in
order to prevent the probable failure of the bank or
bank holding company involved, the Board may
dispense with or modify the requirements for notice
to the state supervisor.

(¢) Time period for Board action.

(1) Consummation of acquistion.

(i) A proposed acquisition may be consummated
60 days after submission to the Reserve Bank of a
complete notice under paragraph (a) of this sec-
tion, unless within that period the Board disap-
proves the proposed acquisition or extends the 60-
day period as provided under paragraph (c)(2) of
this section.

(ii) A proposed acquisition for which notice has
been filed under paragraph (a) of this section may
be consummated before the expiration of the 60-
day period if the Board notifies the acquiring
person in writing of the Board’s intention not to
disapprove the acquisition.

(2) Extension of time period.

(i) The Board may extend the 60-day period in
paragraph (c)(1) of this section for an additional 30
days by notifying the acquiring person.

(ii) The Board may further extend the period for
disapproval or return the notice, if the Board finds
that the acquiring person has not furnished all the
information required under paragraph (a) of this
section or has submitted material information that
is substantially inaccurate. If the Board so ex-
tends the time period, it shall notify the acquiring
person of the information that is incomplete or
inaccurate.

(d) Investigation of notice. In investigating any notice
accepted under this subpart, the Board or Reserve
Bank may solicit information or views from any per-
son (including any bank or bank holding company
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involved in the notice, and any appropriate state,
federal or foreign governmental authority). No person
(other than the acquiring person), whose views are
solicited or who presents information, thereby be-
comes a party to the proceeding or acquires any
standing or right to participate in the Board’s consider-
ation of the notice.

(e) Factors considered in acting on notices. In review-
ing a notice filed under this subpart, the Board shall
consider the information in the record, the views and
recommendations of the appropriate bank supervisor,
and any other relevant information obtained during
any investigation of the notice. The Board may disap-
prove an acquisition if it finds adverse effects with
respect to any of the factors set forth in paragraph 7 of
the Bank Control Act (12 U.S.C. 1817(G)(7) (i.e.,
competitive, financial, managerial, banking or incom-
pleteness of information).

(f) Disapproval and hearing. Within three days after
its decision to issue a notice of intent to disapprove
any proposed acquisition, the Board shall notify the
acquiring person in writing of the reasons for the
action. Within 10 calendar days of receipt of the notice
of the Board’s intent to disapprove, the acquiring
person may submit a written request for a hearing.
Any hearing conducted under this paragraph shall be
in accordance with the Rules of Practice for Formal
Hearings (12 CFR Part 263). At the conclusion of the
hearing, the Board shall, by order, approve or disap-
prove the proposed acquisition on the basis of the
record of the hearing. If the acquiring person does not
request a hearing, the notice of intent to disapprove
becomes final and unappealable.

APPENDICES TO SUBPARTS A THROUGH E
Appendix A—Capital Adequacy Guidelines

Definition of Capital to be Used in Determining
Capital Adequacy of National and State
Member Banks and Bank Holding Companies

Primary Components of Capital

The primary components of capital are:

—common stock

—perpetual preferred stock

—surplus

~undivided profits

~contingency and other capital reserves

—-mandatory convertible instruments (capital instru-
ments with covenants mandating conversion into
common or perpetual preferred stock)

—allowance for possible loan and lease losses
—minority interest in equity accounts of consolidated
subsidiaries

Secondary Components of Capital

It is recognized that other financial instruments can,
with certain restrictions, be considered as part of
capital because they possess some, though not all, of
the features of capital. These instruments are:
~limited-life preferred stock
—bank subordinated notes and debentures and unse-
cured long-term debt of the parent company and its
nonbank subsidiaries

Restrictions Relating to Secondary Components

The secondary components will be considered as
capital under the conditions listed below:

—~The issue must have an original weighted average
maturity of at least seven years.

—If the issue has a serial or installment repayment
program, all scheduled repayments shall be made
at least annually, once contractual repayment of
principal begins, and the amount repaid in a given
year shall be no less than the amount repaid in the
previous year.

—For banks only, the aggregate amount of limited-
life preferred stock and subordinated debt qualify-
ing as capital may not exceed 50 per cent of the
amount of the bank’s primary capital. '

—As the secondary components approach maturity,
redemption or payment, the outstanding balance of
all such instruments—including those with serial
note payments, sinking fund provisions, or an
amortization schedule—will be amortized in ac-
cordance with the following schedule:

Percent of Issue

Years to Maturity Considered Capital

Greater than or cqual to § 100

Less than S but greater than or equal to 4 80
Less than 4 but greater than or equal to 3 60
Less than 3 but greater than or equal to 2 40
Less than 2 but greater than or equal to 1 20
Less than 1 0

NoTEe: No adjustment in the book amount of the 1ssue 1s required or
expected by this schedule. Adjustment will be made by a memoran-
dum account.

Minimum Capital Guidelines

The Federal Reserve and the Office of the Comptroller
of the Currency have developed minimum capital
guidelines to provide a framework for assessing the
capital of well-managed national banks, state member
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banks and bank holding companies.' The guidelines
are used in the examination and supervisory process
and will be reviewed from time to time for possible
adjustment commensurate with changes in the econo-
my, financial markets and banking practices.

Objectives of the minimum capital guidelines are to:

~Introduce greater uniformity, objectivity and con-
sistency into the supervisory approach for assess-
ing capital adequacy;

—Provide direction for capital and strategic planning
to banks and bank holding companies and for the
appraisal of this planning by the agencies; and

—-Permit some reduction of existing disparities in
capital ratios between banking organizations of
different size.

Two principal ratio measurements of capital are
used: (1) primary capital to total assets; and, (2) total
capital to total assets. Primary capital consists of
common stock, perpetual preferred stock, capital sur-
plus, undivided profits, reserves for contingencies and
other capital reserves, mandatory convertible instru-
ments, the allowance for possible loan and lease
losses, and any minority interest in the equity ac-
counts of consolidated subsidiaries. Total capital in-
cludes the primary capital components plus limited-life
preferred stock and qualifying notes and debentures.

The capital guidelines generally will be applied on a
consolidated basis. However, for those bank holding
companies with consolidated assets under $150 mil-
lion, the capital guidelines will apply only to the bank
if: (1) the company does not engage directly or indi-
rectly in any nonbanking activity involving significant
leverage; and, (2) no significant debt of the parent
company is held by the general pubtic.

Some bank holding companies are engaged in signif-
icant nonbanking activities that require capital ratios
higher than those for the bank alone. In these cases,
appropriate adjustments will be made in the applica-
tion of the consolidated capital guidelines.

Institutions affected by the guidelines are catego-
rized as either multinational organizations (as desig-
nated by their respective supervisory agency); region-
al organizations (all other institutions with assets in
excess of $1 billion)?; or community organizations
(less than $1 billion in total assets).

A minimum level of primary capital to total assets is
established at 5 per cent for multinational and regional
organizations and 6 per cent for community organiza-
tions. Generally banking organizations are expected

1. Institutions that are under special supervision and those that have
been in operation for less than two years are not ncluded in the
program.

2. May include some other institutions located in money centers.

to operate above the minimum primary capital levels.
Also, those banking organizations that have a higher
than average percentage of their assets exposed to
risk, or have a higher than average amount of off-
balance sheet risk, may be expected to hold additional
primary capital to compensate for this risk.

The agencies also have established capital guide-
lines for the total capital to total assets ratio. These
guidelines consist of three broad zones:

Multinational

Capital and Regional Community
Zone | Above 6.5% Above 7.0%
Zone 2 5.5% 10 6.5% 6.0% to 7.0%
Zone 3 Below 5.5% Below 6.0%

Generally, the nature and intensity of supervisory
action will be determined by the zone in which an
institution falls. While an institution’s position in the
quantitative capital zones will normally trigger the
below specified supervisory responses, qualitative
analysis will continue to be used in determining mini-
mum levels of capital for banking institutions.

For banking institutions operating in Zone 1, the
agencies will:

—Presume that capital is adequate if the primary
capital ratio is acceptable to the regulator and is
above the minimum level;

~Intensify analysis and action when unwarranted
declines in capital ratios occur.

For banking institutions operating in Zone 2, the

agencies will:

—Presume that the institution may be under-capital-
ized, particularly if the primary and total capital
ratios are at or near the minimum guidelines;

—Engage in extensive contact and discussion with
the management and require the submission of
comprehensive capital plans acceptable to the reg-
ulator;

—Closely monitor the capital position over time.

The agencies’ approach to institutions operating in
Zone 3 will include:

~-A very strong presumption that the institution is
under-capitalized;

—Frequent contact with management and a require-
ment that the institution submit a comprehensive
capital plan, including a capital augmentation pro-
gram that is acceptable to the regulator;

—Continuous analysis, monitoring and supervision.

The guidelines will be applied in a flexible manner
with exceptions as appropriate. The assessment of
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capital adequacy will continue to be made on a case-
by-case basis considering various qualitative factors
that affect an institution’s overall financial condition.
Thus, the agencies retain the flexibility to make appro-
priate adjustments in the application of the guidelines
to individual institutions.

Appendix B—Policy Statement for Formation of
Small One-Bank Holding Companies

Assessment of Financial Factors

In acting on applications filed under the Bank Holding
Company Act, the Board has adopted, and continues
to follow, the principle that bank holding companies
should serve as a source of strength for their subsid-
iary banks. When bank holding companies incur debt
and rely upon the earnings of their subsidiary banks as
the means of repaying such debt, a question arises as
to the probable effect upon the financial condition of
the company and its subsidiary bank or banks.

The Board believes that a high level of debt at the
parent holding company level impairs the ability of a
bank holding company to provide financial assistance
to its subsidiary bank and in some cases the servicing
requirements on such debt may be a significant drain
on the bank’s resources. For these reasons, the Board
has not favored the use of acquisition debt in the
formation of bank holding companies. Nevertheless,
the Board has recognized that the transfer of owner-
ship of small banks often requires the use of acquisi-
tion debt. The Board therefore has permitted the
formation of small one-bank holding companies with
debt levels higher than would be permitted for larger
or multibank holding companies. Approval of these
applications has been given on the condition that the
small one-bank holding companies demonstrate the
ability to service the acquisition debt without straining
the capital of their subsidiary bank and, further, that
such companies restore their ability to serve as a
source of strength for their subsidiary bank within a
relatively short period of time.

In the interest of furthering its policy of facilitating
the transfer of ownership in banks without diluting
bank safety and soundness, the Board has reexamined
the analytical framework and financial criteria it ap-
plies when considering the formation of small one-
bank holding companies and has adopted certain revi-
sions in its procedures and standards as described
below.

The revised criteria shift the focus from debt repay-
ment to the relationship between debt and equity at the
parent holding company. The holding company will

have the option of improving the relationship of debt
to equity by repaying the principal amount of its debt
or through the retention of earnings, or both, Under
these procedures, newly organized small one-bank
holding companies will be expected to reduce the
relationship of their debt to equity over a reasonable
period of time to a level comparable to that maintained
by many large and multibank holding companies.

In general, this policy is intended to apply only to
one-bank holding companies that would not have
significant leveraged nonbank activities and whose
subsidiary bank would have total assets of approxi-
mately $150 million or less at the time the application
is filed. Small one-bank holding companies formed
before the initial effective date of the Board’s policy
concerning formation of small one-bank holding com-
panies and assessment of financial factors (March 28,
1980) may switch to a plan that adheres to the intent of
this policy provided they comply with criteria 2, 3, and
4 set forth below.

The criteria are as follows:

General

In evaluating applications filed pursuant to Section
3(a)(1) of the Bank Holding Company Act, as amend-
ed, when the applicant intends to incur debt to finance
the acquisition of a small bank, the Board will take into
account a full range of financial and other information,
including the recent trend and stability of earnings of
the bank, the past and prospective growth of the bank,
the quality of the bank’s assets, the ability of the
applicant to meet debt servicing requirements without
placing an undue strain on the bank’s resources, and
the record and competency of management of the
applicant and the bank. In addition, the Board will
require applicants to meet the minimum requirements
set forth below. As a general rule, failure to meet any
of these requirements will result in denial of the
application; however, the Board reserves the right to
make exceptions if the circumstances warrant.

1. Minimum Down Payment. The amount of acquisi-
tion debt should not exceed 75 per cent of the
purchase price of the bank to be acquired. When the
owner(s) of the holding company incur debt to
finance the purchase of the bank, such debt will be
considered acquisition debt even though it does not
represent an obligation of the bank holding compa-
ny, unless the owner(s) can demonstrate that such
debt can be serviced without reliance on the re-
sources of the bank or bank holding company.

2. Maintenance of Adequate Capital. An applicant
proposing to use acquisition debt must demonstrate
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to the satisfaction of the Board that any debt servic-
ing requirements to which the bank holding compa-
ny may be subject would not cause the subsidiary
bank’s ratio of gross capital to assets to fall below 8
per cent during the 12-year period following con-
summation of the acquisition. Gross capital is de-
fined as the sum of total stockholders’ equity, the
allowance for possible loan losses, and subordinated
capital notes and debentures.

3. Reduction in Parent Company Leverage. The
applicant must demonstrate to the satisfaction of the
Board that the parent holding company’s ratio of
debt to equity will decline to 30 per cent within 12
years after consummation of the acquisition. The
holding company must also demonstrate that it will
be able to safely meet debt servicing and other
requirements imposed by its creditors.

The term “‘debt,”” as used in the ratio of debt to
equity, means any borrowed funds (exclusive of
short-term borrowings that arise out of current
transactions, the proceeds of which are used for
current transactions), and any securities issued by,
or obligations of, the holding company that are the
functional equivalent of borrowed funds.

The term ‘“‘equity,”’ as used in the ratio of debt to
equity, means the total stockholders’ equity of the
bank holding company adjusted to reflect the peri-
odic amortization of ‘‘goodwill’’ (defined as the
excess of cost of any acquired company over the
sum of the amounts assigned to identifiable assets
acquired, less liabilities assumed) in accordance
with generally accepted accounting principles. In
determining the total amount of stockholders’ equi-
ty, the bank holding company should account for its
investments in the common stock of subsidiaries by
the equity method of accounting.

Ordinarily the Board does not view redeemable
preferred stock as a substitute for common stock in
a one-bank holding company formation. Neverthe-
less, to a limited degree and under certain circum-
stances the Board will consider redeemable pre-
ferred stock as cquity in the capital accounts of the
holding company if the following conditions are met:
1) the preferred stock is redeemable only at the
option of the issuer and 2) the debt to equity ratio of
the holding company would be at or remain below 30
per cent following the redemption or retirement of
any preferred stock. Preferred stock that is convert-
ible into common stock of the holding company may
be treated as equity.

4. Dividend Restrictions. The bank holding compa-
ny is not expected to pay any corporate dividends
on common stock until such time as its debt to

equity ratio is below 30 per cent. However, some
dividends may be permitted provided all of the
following conditions are met: a) the applicant has
begun making scheduled repayments of principal on
the acquisition debt; b) such scheduled repayments
of principal are reasonable in amount, will be made
at least annually, and will allow for the retirement of
the acquisition debt over a period not to exceed 25
years; and ¢) the applicant can clearly demonstrate
at the time the application is filed that such divi-
dends will not jeopardize the ability of the holding
company to reduce its debt to equity ratio to 30 per
cent within 12 years of consummation of the propos-
al or cause the gross capital to assets of the subsid-
iary bank to fall below 8 per cent over the same
period. Also, it is expected that dividends will be
eliminated if the holding company is not mecting the
projections made at the time the application was
filed regarding the ability of the holding company to
reduce the debt to equity ratio to 30 per cent within
12 years of consummation of the proposal.

The requirements of this Policy Statement should be
read in the context of the Board’s Capital Adequacy
Guidelines (Appendix A), including the definitions of
capital and its components,

* & % k%

Effective date: This revision of Part 225 becomes
effective 30 days after publication in the Federal
Register, except for sections 225,14 and 225.23, which
become cffective for all applications and notices sub-
mitted to the Board on and after January 1, 1984.

AMENDMENT 10O RULES REGARDING
DELEGATION OF AUTHORITY

The Board of Governors is amending its Rules Regard-
ing Delegation of Authority to delegate to the Director
of its Division of Consumer and Community Affairs
the authority to make determinations under the Equal
Credit Opportunity Act (Regulation B) and the Home
Mortgage Disclosure Act (Regulation C) regarding the
effect of thosc acts on similar state laws. The Board is
also making editorial revisions and a correction to the
delegation rules.

Effective January 30, 1984, the Board amends Rules
Regarding Delegation of Authority by revising and
redesignating paragraphs (h)(2) and (h)(3) as (h)(3) and
(h)(4), respectively; by reinstating paragraph (h)(2) as
it existed prior to February 2, 1983; and by adding
paragraphs (h)(5) and (h)(6) to read as follows:
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Part 265—Rules Regarding Delegation of
Authority

Section 265.2—Specific Functions Delegated to
Board Employees and to Federal Reserve
Banks

(2) Pursuant to section 703(b) of the Consumer
Protection Act (15 U.S.C. 1691b(b)), to call meet-
ings of and consult with the Consumer Advisory
Council established under that section, to approve
the agenda for such meetings, and to accept any
resignation from Consumer Advisory Council mem-
bers.

(3) Pursuant to sections 111, 171(a) and 186(a) of the
Truth in Lending Act (15 U.S.C. 1610(a), 1666j(a)
and 1667¢(a)) and the Board’s Regulation Z (12 CFR
226.28) and Regulation M (12 CFR 213.7), to deter-
mine whether a state law is inconsistent with the
federal act and regulations.

(4) Pursuant to section 919 of the Electronic Fund
Transfer Act (15 U.S.C.1693q) and the Board’s
Regulation E (12 CFR 205.12), to determine whether
a state law is inconsistent with the federal act and
regulation.

(5) Pursuant to section 705(f) of the Equal Credit
Opportunity Act (15 U.S.C. 1691d(f)) and the
Board’s Regulation B (12 CFR 202.11), to determine
whether a state law is inconsistent with the federal
act and regulation.

(6) Pursuant to section 306(a) of the Home Mortgage
Disclosure Act (12 U.S.C. 2805(a)) and the Board’s
Regulation C (12 CFR Part 203), to determine
whether a state law is inconsistent with the federal
act and regulation.

* * ® Ok *

BANK HOLDING COMPANY, BANK MERGER, AND
BANK SERVICES CORPORATION ORDERS ISSUED
BY THE BOARD OF GOVERNORS

Orders Issued Under Section 3 of Bank Holding
Company Act

Firstar Corporation,
Appleton, Wisconsin

Order Approving Acquisition of Bank

Firstar Corporation, Appleton, Wisconsin, (‘‘Appli-
cant’"), a bank holding company within the meaning of
the Bank Holding Company Act of 1956, as amended
(12 U.S.C. § 1841 et seq.) (‘*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 percent of the
voting shares of State Bank of Green Valley, Green
Valley, Wisconsin (‘‘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
(12 U.S.C. § 1842(b)). 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, the ninth largest banking organization in
Wisconsin, controls eight subsidiary banks with aggre-
gate deposits of $403.2 million, representing approxi-
mately 1.7 percent of the total deposits in commercial
banks in the state.! Bank, the 239th largest banking
organization in Wisconsin, controls $21.9 million in
deposits, representing less than 0.1 percent of the total
deposits in commercial banks in the state. Upon
consummation of the proposed transaction, Applicant
would become the eighth largest banking organization
in Wisconsin, and its share of the total deposits in
commercial banks in the state would remain at approx-
imately 1.7 percent.

Bank’s main office is located in the Shawano bank-
ing market,? and it operates a branch in the Oconto
banking market.? Neither of these markets is located
in an Metropolitan Statistical Area and none of Appli-
pant’s subsidiary banks competes in either of the
relevant banking markets. Additionally, none of Appli-
cant’s principals is affiliated with any other banking
organization that is located in either of the markets.
Accordingly, consummation of the proposal would not
have an adverse effect upon existing or probable future
competition or the concentration of banking resources
in any relevant area.

The financial and managerial resources of Appli-
cant, its subsidiaries and Bank are regarded as general-
ly satisfactory and their future prospects are favor-
able. As a part of this transaction, Applicant proposes
to provide Bank with trust and investment advisory
services and a trained agricultural loan officer. In
addition, as a result of its affiliation with Applicant,
Bank will be able to increase its lending limits and
provide its customers with more cost-effective and
efficient services through the use of Applicant’s data
processing services. Accordingly, considerations re-
lating to the convenience and needs of the community
to be served lend weight toward approval of the
proposal.

1. All banking data are as of December 31, 1982.

2. The Shawano banking market is approximated by all of Shawano
County and the southern one-half of Menominee County, all in
Wisconsin.

3. The Oconto banking market is approximated by Oconto County,
Wisconsin.
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On the basis of the record, the application is ap-
proved for the reasons summarized above. The trans-
action shall not be consummated 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
Chicago, acting pursuant to delegated authority.

By order of the Board of Governors, effective
January 19, 1984.

Voting for this action: Governors Wallich, Partee, Teeters,
Rice, and Gramley. Absent and not voting: Chairman
Volcker and Governor Martin.

JAMES MCAFEE,

[SEAL] Associate Secretary of the Board

Florida National Banks of Florida, Inc.,
Jacksonville, Florida

Order Approving Acquisition of Bank Holding
Company and its Subsidiary Banks

Florida National Banks of Florida, Inc., Jacksonville,
Florida (‘* Applicant’’), a bank holding company within
the meaning of the Bank Holding Company Act of
1956, as amended (12 U.S.C. § 1841 et seq.) (“*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 percent of the voting shares of Royal Trust Bank
Corp., St. Petersburg, Florida (““RTBC’’), and thereby
indirectly to acquire RTBC’s five subsidiary banks:
Royal Trust Bank, Gulfport; Royal Trust Bank, N.A.,
Miami; Royal Trust Bank of Florida, N.A., St. Peters-
burg; Royal Trust Bank of Jacksonville, Jacksonville;
and Royal Trust Bank of Palm Beach, N.A., Palm
Beach, all located in Florida (‘‘Banks’’).

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 has expired, and the
Board has considered the application and all com-
ments received in light of the factors set forth in
section 3(c) of the Act.

Applicant, the fourth largest banking organization in
Florida, controls two banking subsidiaries with total
deposits of approximately $2.8 billion, representing
5.6 percent of the total deposits in commercial banks
in the state.! RTBC, with deposits of approximately
$737.3 million, is the thirteenth largest commercial
banking organization in Florida and controls 1.5 per-

1. All state banking data are as of December 31, 1982; all market
data arc as of June 30, 1982; both reflect mergers and acquisitions
through January 3, 1984,

cent of the total deposits in commercial banks in the
state. Upon consummation of this transaction, Appli-
cant would remain the fourth largest banking organiza-
tion in the state and would control 7.1 percent of the
total deposits in commercial banks in the state. The
Board has carefully considered the effects of the
proposal on the structure of banking in Florida and has
concluded that consummation of this transaction
would not significantly increase the concentration of
banking resources in the state.

Applicant’s subsidiary banks compete directly with
RTBC’s subsidiary banks in six banking markets.
Applicant is the third largest of 15 commercial banking
organizations in the Jacksonville banking market,?
with $470.3 million in deposits, representing 19.4 per-
cent of the total deposits in commercial banks in the
market.’ RTBC is the thirteenth largest banking orga-
nization in the Jacksonville banking market, with
deposits of $24.1 million, controlling approximately
1.0 percent of the total deposits in commercial banks
therein.4 Upon consummation of this proposal, Appli-
cant would remain the third largest commercial bank-
ing organization in the market, controlling approxi-
mately 20.4 percent of the total deposits in commercial
banks in the market.

While consummation of the proposal would elimi-
nate some existing competition in the Jacksonville
banking market, the Board believes that certain fac-
tors substantially mitigate the anticompetitive effects
of the proposal. Upon consummation, Applicant’s
share of the total deposits in commercial banks in the
market would increase by only 1.0 percentage point to
20.4 percent, the Herfindahl-Hirschman Index
(**"HHI"") would increase by only 38 points to 1767,
and the market would remain moderately concentrat-
ed, as measured by this Index.® Fourteen commercial
banking alternatives would remain in the market after
consummation of the transaction.

2. The Jacksonwville banking market is approximated by Duval,
Orange, Park, and Clay Counties, in Florida.

3. Applicant recently divested one of its bank subsidiaries which
operates 1n the Jacksonville banking market, Jacksonville National
Bank, Jacksonville, Florida, pursuant to a commitment made by
Applicant to the Board when the Board approved Apphcant’s merger
with Alliance Corporation, Jacksonville, Florida, on December 10,
1981. (Florida National Banks of Florida, Inc . 68 FLDFRAL RESLRVE
BurLriin 49 (1982)). Accordingly, the Board has evaluated the
competitive effects of this proposal in hght of this divestituie.

4 Although Applicant anticipates selling RTBC’s subsidrary bank
in the Jacksonville banking market, the Board has analyzed the
competitive effects of this proposal as if Applicant were not intending
to divest thts subsidiary bank of RTBC because this divestiture has
not yet occurred.

5 Under the United States Justice Department Merger Guidehnes
(June 14, 1982), a market 1n which the post-merger HHI is between
1000 and 1800 1s considered modetately concentrated. In such mai-
kets, the Department 1s not likely to challenge a merger that produces
an increase in the HHI of less than 100 points, as in this case.
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Finally, in its evaluation in previous cases of the
competitive effects of a proposal, the Board has indi-
cated that thrift institutions have become, or at least
have the potential to become, major competitors of
commercial banks.® On this basis, the Board has
accorded substantial weight to the influence of thrift
institutions in its evaluation of the competitive effects
of a proposal. In this case, the increase in concentra-
tion in the Jacksonville banking market is alleviated by
the presence of nine thrift institutions in the market,
controlling $1.2 billion in deposits, which represents
approximately 33 pergent of the total deposits in
commercial banks and thrift institutions in the market.
The thrift institutions in the market currently offer a
full range of consumer services and transaction ac-
counts, and state-chartered thrift institutions in Flori-
da have broad commercial lending and other powers.
Further, under provisions of the Garn-St Germain
Depository Institutions Act of 1982, the commercial
lending powers of federal thrift institutions have been
significantly expanded. Consequently, the Board has
determined that consummation of this proposal would
not have a significantly adverse effect on existing
competition in the Jacksonville banking market.”

Applicant is the twelfth largest commercial banking
organization in the Pinellas County banking market,
with $114.5 million in deposits, and controls 3.0 per-
cent of the total deposits in commercial banks in the
market.® RTBC is the fifth largest banking organiza-
tion in the Pinellas County banking market with depos-
its of $290.6 million, representing 7.7 percent of the
total deposits in commercial banks therein. Upon
consummation of this proposal, Applicant would be-
come the second largest banking organization in the
market, holding 10.7 percent of the total deposits in
commercial banking organizations in the market.

The Pinellas County banking market is unconcen-
trated, with a four-firm concentration ratio of 41.4
percent and an HHI of 669. Upon consummation of
this transaction, the market would remain unconcen-
trated, with the four-firm concentration ratio increas-
ing to 44.1 percent and the HHI increasing by 48 points
to 717 points. Accordingly, the Board has determined
that the effect of the proposal on competition in the
Pinellas County banking market would not be signifi-
cantly adverse.

6. Comerica Inc. (Bank of the Commonwealth), 69 FEDERAL
RESERVE BULLETIN 797 (1983); General Bancshares Corporation, 69
FEDERAL RESERVE BULLETIN 802 (1983); First Tennessee National
Corporation, 69 FEDERAL RESERVE BULLETIN 298 (1983).

7. If the deposits of the thrift institutions were taken mto account in
computing market shares, Applicant’s market share would be 12.7
percent, RTBC’s market share would be 0.7 percent, and the HHI
would be 1014. Upon consummation of this proposal, Applicant’s
market share would increase to 13.4 percent, and the HHI would
increase by only 16 points to 1030,

8. The Pinellas County banking market is approximated by Pinellas
County, Florida,

Applicant is the fifth largest of twenty banking
organizations in the Orlando banking market, with
$132.1 million in deposits, representing 4.7 percent of
the total deposits in commercial banks in the market.®
RTBC is the thirteenth largest banking organization in
the Orlando banking market, with deposits of $18.6
million, controlling 0.8 percent of the total deposits in
commercial banks in the market. Upon consummation
of this transaction, Applicant would remain the fifth
largest commercial banking organization in the rele-
vant market and its share of deposits in the market
would increase to 5.5 percent. With an HHI of 2018,
the Orlando banking market is considered highly con-
centrated, according to the Department of Justice
Merger Guidelines. Consummation of the transaction
would increase the HHI in the relevant market by only
7 points to 2025, making the transaction one that
would not be subject to challenge under the Justice
Department’s Merger Guidelines.'® In addition, Appli-
cant would not become one of the four largest banking
organizations in the market and 18 banking organiza-
tions would remain in the market upon consummation.
In light of these and other facts of record, the Board
has determined that the effect of the proposal on
competition in the Orlando banking market would not
be significantly adverse.

Applicant and RTBC compete directly in three
additional markets in Florida, the Miami-Fort Lauder-
dale banking market, the Eastern Palm Beach County
banking market, and the Tampa banking market.!!
Although consummation of this proposal would elimi-
nate some existing competition between Applicant and
RTBC in these markets, the Board does not consider
these effects to be serious. Upon consummation of the
acquisition, Applicant would control less than 5 per-
cent of the total deposits in commercial banks in each
of these markets. Both the Miami-Fort Lauderdale and
the Eastern Palm Beach County markets are uncon-
centrated, and the Miami-Fort Lauderdale banking
market would remain so after consummation of the
proposal. The Eastern Palm Beach County banking
market would become moderately concentrated upon
consummation of this transaction, with the HHI in-
creasing by 7 points, bringing the market’s HHI to

9. The Orlando banking market is approximated by all of Orange
County, Florida, and Seminole County, excluding the towns of
Oviedo and Saffron, Florida.

10. Under the Department of Justice’s Merger Guidelines, in a
market where the post-merger HHI is 1800 or more, the Department is
unlikely to challenge a merger that produces an increase in the HHI of
less than 50 points.

11. The Miami-Fort Lauderdale banking market is approximated by
Broward and Dade Counties, Florida. The eastern Palm Beach
County banking market is approximated by all of Palm Beach County,
Florida, excluding the towns of Belle Glade and Pahokee. The Tampa
banking market is approximated by all of Hillsborough County,
Florida, and the towns of Land 0’ Lakes and Elfers in Pasco County,
Florida.



Legal Developments 149

1000 points. The Tampa banking market is moderately
concentrated and would remain so after consumma-
tion of this proposal, with the HHI increasing by 3
points to 1368. However, Applicant would not become
one of the four largest banking organizations in any of
these markets upon consummation of the proposal,
and numerous banking organizations would remain in
each of these markets.

On the basis of thesc and other facts of record, the
Board concludes that the effects of consummation of
the proposal on existing competition in the Miami-Fort
Lauderdale, Eastern Palm Beach County, and Tampa
banking markets would not be substantially to lessen
competition in these markets.

The Board has considered the effects of this propos-
al on probable future competition in the 22 markets in
which Applicant and RTBC do not compete directly.
The Board has also examined the proposal in light of
its proposed guidelines for assessing the competitive
effects of market extension mergers and acquisitions.'?
In evaluating the effects of a proposed merger or
consolidation upon probable future competition, the
Board considers market concentration, the number of
probable future entrants into the market, the size of
the bank to be acquired and the attractiveness of the
market for entry on a de novo or foothold basis absent
approval of the acquisition. In none of these markets
would the proposed merger require intensive analysis
under the Board’s proposed guidelines. After consid-
eration of these factors in the context of the specific
facts of this case, the Board concludes that consum-
mation of this proposal would not have any significant
adverse effects on probable future competition in any
relevant market.

The financial and managerial resources of Appli-
cant, RTBC and their subsidiaries are regarded as
generally satisfactory, and their prospects appear fa-
vorable. The record of this application indicates that
RTBC'’s existing customers would gain access to Ap-
plicant’s statewide system of automated teller ma-
chines upon consummation of this proposal. In addi-
tion, RTBC’s customers would benefit from certain
services available through Applicant, including cen-
tralized securities portfolio management, the fiduciary
management and portfolio expertise of Applicant’s
trust services, retail discount brokerage services and
participation in Florida’s Interchange Group. Conse-
quently, considerations relating to the convenience
and needs of the community to be served lend slight

12. “Policy Statement of the Board of Governors of the Federal
Reserve System for Assessing Competitive Factors Under the Bank
Merger Act and the Bank Holding Company Act,” 47 Federal
Register 9017 (March 3, 1982). While the proposed policy statement
has not been approved by the Board, the Board is using the policy
guidelines as part of its analysis of the effect of a proposal on probable
future competition.

weight toward approval of the application and out-
weigh any anticompetitive effects that may result from
consummation of this proposal. Accordingly, the
Board has determined that consummation of the trans-
action would be consistent with the public interest and
that the application should be approved.

On the basis of the record, this application is ap-
proved for the reasons summarized above. The trans-
action 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, acting pursuant to delegated authority.

By order of the Board of Governors, effective
January 25, 1984,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Teeters, Rice, and Gramley.

JAMES MCAFEE,

[SEAL] Associate Secretary of the Board

Orders Issued Under Section 4 of Bank Holding
Company Act

Citicorp,
New York, New York

Order Approving Acquisition of Savings and Loan
Association

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-
ny Act (the “BHC Act”’), has applied for the Board’s
approval under section 4(c)(8) of that 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 all of
the voting shares of First Federal Savings and Loan
Association of Chicago, Chicago, Illinois (‘‘First Fed-
eral’’), and indirectly its wholly-owned service corpo-
rations and their subsidiaries.! First Federal is a
federally chartered savings and loan association result-
ing from an April 1982 merger of First Federal, First
Financial Savings and Loan of Downer’s Grove,
Downer’s Grove, Illinois, and Union Federal Savings
and Loan Association of Cook County, Matteson,
Illinois, a supervisory merger that was arranged by the
Federal Savings and Loan Insurance Corporation
(“‘FSLIC”).

1. First Federal 1s currently operated as a mutual association. In
order to effect consummation of the proposal, Applicant will form a
federal stock savings and loan association that will merge with First
Federal.
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As a result of section 333 of the Garn-St Germain
Depository Institutions Act of 1982 (Pub. L. No. 97—
320, 96 Stat. 1469), First Federal, an institution char-
tered by the Federal Home L.oan Bank Board (*‘Bank
Board’’) and the accounts of which are insured by the
FSLIC, is not a *‘bank’’ for purposes of the BHC Act.
Accordingly, this application is properly filed under
section 4 of the BHC Act to acquire a company
engaged in a nonbanking activity.

By letter dated December 15, 1983, the Bank Board
requested that the Board act immediately upon the
application in view of the emergency nature of the
situation at First Federal and its deteriorating financial
condition. In light of this request and considering the
situation at First Federal, the Board promptly pub-
lished notice of the application in the Federal Register,
providing 14 days for interested persons to comment
on the application. In addition, in order to provide the
fullest opportunity for public comment consistent with
the need to act expeditiously on the application, the
Board ordered an informal hearing to be held on
January 5, 1984, in Washington, D.C., to receive
comments and testimony from interested persons on
the application and to allow interested persons to
question Citicorp concerning its proposal. In response
to a number of requests from interested parties for
additional time in which to comment and to prepare for
the hearing, the Board extended the comment period
for five additional days and rescheduled the hearing
for January 11, 1984.

In response to its request for comment on the
application, the Board received approximately 60 writ-
ten comments opposing the acquisition (‘‘Protes-
tants>’) and 33 favoring the acquisition. Two general
comments were received that did not take a position
on the proposal. Two commenters requested the
Board to hold a formal hearing on the application. In
addition, the Board received sworn testimony from 13
persons or organizations who appeared at the hearing,
in addition to Citicorp, as well as statements and other
documents submitted by the participants at the
hearing.

The Board has carefully considered the issues raised
by the Protestants in light of the factors set forth in
section 4(c)(8) of the Act. Based upon the record
before the Board in this matter, the Board makes the
following findings.

Citicorp, with total consolidated assets of $130.5
billion (as of September 30, 1983) is the largest banking
organization in the United States. Citicorp operates
four subsidiary banks: Citibank, N.A., New York,
New York, the second largest commercial bank in
New York with $25.7 billion in domestic deposits (as
of December 31, 1982); Citibank (New York State),
N.A., Buffalo, New York; Citibank (South Dakota),
N.A., Sioux Falls, South Dakota; and Citibank (Dela-

ware), Wilmington, Delaware. Citicorp also controls
numerous nonbanking subsidiaries located throughout
the United States, including subsidiaries located in
Illinois that are engaged in first and second mortgage
lending activities and mortgage servicing activities,

First Federal, headquartered in Chicago, Illinois,
operates 62 offices and has assets of $4.0 billion (as of
October 31, 1983). First Federal is the second largest
savings and loan association in Illinois and the 14th
largest in the United States. It is primarily engaged in
taking savings deposits and making loans to individ-
uals secured by mortgages on real property. First
Federal also owns a number of service corporations
engaged in real estate development, data processing,
insurance underwriting and agency activities, ware-
housing GNMA securities, and monitoring properties
securing First Federal’s loan participation interests.
First Federal also has a one-third interest in a mort-
gage loan servicing corporation.

Two distinct product markets are involved in this
proposal: deposit taking and mortgage lending. First
Federal has no offices outside of Illinois engaged in
deposit taking or mortgage lending at any location at
which subsidiaries of Citicorp engage in the same
activities. First Federal’s home office and 44 of its
branches operate in the Chicago banking market,?
controlling less than 4 percent of the total deposits in
commercial banks and savings and loan associations in
the market. First Federal’s remaining branches are
located in 15 other markets in Hlinois. In 12 of these
markets it holds less than 5 percent of the total
deposits in commercial banks and savings and loan
associations in the market, and in the remaining three
the range is from eight to fifteen percent. In contrast,
Applicant does not accept federally insured deposits
from locations in Illinois.? Thus, in the deposit-taking
product market there is no significant existing compe-
tition between Citicorp and First Federal.

With regard to mortgage lending, First Federal in
1982 originated approximately 4.7 percent of the first
mortgage loans on 1-4 family dwellings made by
commercial banks and savings and loan associations in
the Chicago SMSA,* representing 5.4 percent of the
total dollar value of such first mortgages.> Applicant
engages in mortgage lending and servicing activities in
Illinois through a single office located near Chicago.

2. The Chicago banking market is approximated by Cook, DuPage,
and Lake Counties, Illinois.

3. Applicant’s Edge Act subsidiaries take deposits 1n 1llinois that
are not federally insured, but these subsidiaries operate in a different
product market from First Federal.

4. Mortgage lending data is not readily available for the Chicago
market. The Board finds, however, that the Chicago SMSA, for which
such data 1s available, provides a reasonable approximation of the
Chicago market for the purposes of this case.

5. These statistics include an estimated market share held by
mortgage banking companies in each SMSA.
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Applicant began originating residential mortgage loans
in 1983, and has only a small share of the first
mortgage loans on 1-4 family dwellings made by
commercial banks and savings and loan associations in
the Chicago SMSA. In addition, there are a large
number of competitors engaged in various mortgage
lending and servicing activities in the Chicago SMSA,
including banks, thrift institutions, credit unions, and
mortgage banking companies. Applicant and First
Federal also make commercial construction and sec-
ond mortgage loans. The markets for both of these
products are unconcentrated, Applicant’s and First
Federal's market shares are small, and there are
numerous other competitors and potential competitors
in the market.

In view of Citicorp’s limited presence in the relevant
Illinois markets served by First Federal, the number
and size of financial organizations that operate or that
are potential entrants in these markets, the legal
prohibitions against Citicorp’s expansion of its subsid-
iary banks into Hlinois, and the fact that First Federal
is a failing institution with limited competitive vigor,
the Board concludes that this proposal would not have
any significant adverse effect on existing or potential
competition in any relevant market. Indeed, the pro-
posed acquisition will have a substantial beneficial
impact on competition by ensuring the continued
operation of First Federal as a viable institution
through access to the financial and managerial re-
sources of Citicorp.

Section 4(c)(8) of the Act authorizes a bank holding
company to acquire a company engaged in nonbanking
activities that are determined by the Board to be ‘‘so
closely related to banking or managing or controlling
banks as to be a proper incident thereto.’” The Board
has determined previously that the operation of a thrift
institution satisfies the first, or closely related to
banking, standard of section 4(c)(8) of the Act. For the
reasons set out in those earlier Board decisions, the
Board reaffirms that determination in this case.s

Under the second, or ‘‘proper incident,”’ standard
of section 4(c)(8) of the Act, the Board is required to
consider whether the performance of the activity by a
bank holding company or a subsidiary of a bank
holding company ‘‘can reasonably be expected to
produce benefits to the public, such as greater conve-
nience, increased competition, or gains in efficiency
that outweigh possible adverse effects, such as undue

6. E.g., Old Stone Corporation, 69 FEDERAL RESLRVE BULLFTIN
812 (1983); Citicorp, 68 FEDERAL RESFRVF BULIETIN 656 (1982),
Interstate Financial Corporation, 68 FEDFRAL RESERVE BUILETIN
316 (1982); D.H. Baldwin & Co., 63 FEDERAL RESERVE BULLETIN 280
(1977); American Fletcher Corporation, 60 FeDrRAL RFSERVE BulL-
1ETIN 868 (1974). A Board staff study of thrift institutions supports the
view that operating a thrift institution is closely related to banking.
(*‘Bank Holding Company Acqusittons of Thrift Institutions,” Sep-
tember 1981.)

concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”

In 1977, the Board determined that, as a general
matter, the activity of operating a savings and loan is
not a ‘‘proper incident’’ to banking because the poten-
tial adverse effects of generally allowing affiliations of
banks and thrift institutions were then sufficiently
strong to outweigh the benefits that might result in
individual cases. (D.H. Baldwin & Co., 63 FEDERAL
RESERVE BULLETIN 280 (1977)). Subsequently, in
three cases involving the acquisition of a failing thrift
institution, the Board found that the adverse effects of
bank/thrift affiliations were overcome by the public
benefits of preserving the failing thrift institution.”

In the Garn-St Germain Act, Congress has con-
firmed the Board’s authority under the BHC Act to
allow the acquisition by a bank holding company of a
thrift institution under such circumstances and has
established the framework within which the Board is
to consider such acquisitions. That statute provides
for a division of responsibilities between the Board
under the BHC Act and the Bank Board under the
National Housing Act. Under that Congressionally
mandated division of responsibility, the Bank Board is
authorized to arrange for the acquisition or merger of
failing thrift institutions under specified conditions,
and after a consideration of a series of priorities that
favor intra-industry and intrastate transactions over
inter-industry and interstate transactions. The statute
also provides that the Bank Board’s calculations and
estimations of offers shall be determinative.

Section 123 of the Garn-St Germain Act specifically
provides that, after appropriate consideration of these
priorities and compliance with the other requirements
of the statute, the Bank Board may authorize the
acquisition of a failing thrift by a bank holding compa-
ny. If the Bank Board selects a bank holding company,
the acquired thrift becomes subject to the branching
restrictions applicable to national banks in the state in
which the thrift is located.

While the Garn-St Germain Act assigns to the Bank
Board the responsibility for selection of the appropri-
ate solution to a failing thrift institution situation, that
statute also requires the Board’s consideration of the
effects of a proposal involving a bank holding company
acquisition under the prudential standards of section
4(c)(8) of the BHC Act, which involve an evaluation of
the possible adverse effects and anticipated public
benefits of the proposal.® That evaluation does not,

7. Old Stone Corporation, supia; Citicorp, supra; Interstate Finan-
cial Corporation, supra.

8. Section 4(c)(8) of the BHC Act does not require a determination
that a given proposal is the most desirable that could be presented.
The fact that alternative purchasers may be available is not determina-
tive.
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however, include a review of the Bank Board’s selec-
tion of the appropriate bidder for the failing thrift.

Section 118 of the Garn-St Germain Act also autho-
rizes the Board to dispense with both the notice and
hearing requirements of section 4(c)(8) of the BHC Act
if it finds that an application to acquire a thrift institu-
tion presents an emergency situation requiring imme-
diate action, and the primary federal regulator of that
institution concurs in this finding.

In a letter dated December 15, 1983, the Bank Board
informed the Board that the Bank Board had selected
Citicorp as the winning bidder for First Federal and
urged the Board to act immediately on the Citicorp
application in view of the severe financial condition of
First Federal. The Bank Board stated that such action
was necessary to restore public confidence in First
Federal, to maintain confidence in the savings and
loan industry, and to stabilize the daily increasing
potential cost to the FSLIC.

Since its organization in 1982, First Federal’s condi-
tion has steadily deteriorated. During the first ten
months of 1983, for example, First Federal lost an
average of $4.4 million per month. (This figure is $8.3
million per month if certain ‘‘purchase accounting’
adjustments to income are ignored.) As of October 31,
1983, First Federal’s net worth had declined to a
negative $59.8 million, excluding capital assistance
from the FSLIC. Since January, 1983, its net worth
has declined by $36.7 million.

Further, deposit outflow at First Federal has been
significant. During the first ten months of 1983, First
Federal lost $336 million in deposits. In order to
stabilize First Federal’s condition, the FSLIC has
purchased Income Capital Certificates of First Federal
in the amount of $87 million, and the Federal Home
Loan Bank of Chicago has advanced an additional
$527 million to First Federal. Uncertainty regarding
First Federal’s future has made it difficult to attract
and retain management, and current management does
not have the resources to restore First Federal to
financial health.

In view of these and other facts of record, the
Board, under the authority provided in section 118(a)
of the Garn-St Germain Act, has concluded that an
emergency situation exists at First Federal that re-
quires the Board to act immediately on this applica-
tion, and the Bank Board has concurred in this finding.
Accordingly, and as discussed below, the Board here-
by denies the requests for a formal hearing on this
application, the requests to defer Board action on the
application, and the requests to allow for a further
period for public comment on the application.

The Board has considered the assertions of Protes-
tants that the Bank Board failed to give appropriate
weight to the intra-industry and intrastate priorities

contained in the Garn-St Germain Act, and instead
relied almost exclusively on the Bank Board’s deter-
mination that Citicorp had submitted a bid for First
Federal representing the most favorable terms for the
FSLIC. Protestants also state that the Bank Board was
required to consult the State of Illinois in order to
assess the impact of the proposal on Illinois banking
structure and failed to do so. Finally, Protestants state
that the FSLIC did not make sufficient efforts to find
an intra-industry or intrastate purchaser, and that the
Board should delay action on this application and
encourage the FSLIC to seek such a purchaser.

As indicated above these are not relevant matters
for Board consideration under section 4(c)(8) of the
BHC Act. The decision as to which bid to accept is
committed to the exclusive discretion of the FSLIC
under the Garn-St Germain Act. The Board does,
however, note the statements by the FSLIC that the
procedures it followed in accepting the Citicorp pro-
posal complied with the requirements of the Garn-St
Germain Act for acquisition of failing thrift institu-
tions, and that a broad range of bidders, including
savings and loan associations, commercial banks, and
other financial institutions were invited to bid for First
Federal.?

The Board has reexamined, in the context of this
application, the general adverse factors cited in the
Board’s 1977 D.H. Baldwin decision, including regula-
tory conflict, erosion of institutional rivalry, and the
potential for undermining interstate banking prohibi-
tions. The Board has also considered the adverse
factors that might be associated with this particular
application,'? including the potential for unfair compe-
tition, conflicts of interests, financial risks, diversion
of funds, and participation in impermissible activities.

In view of the determination by the Bank Board and
the Board’s findings with respect to First Federal's
financial condition, and the other considerations de-
tailed below, the Board has determined that the sub-
stantial benefits to the public associated with preserv-
ing First Federal as a competitor are sufficient to
outweigh the generalized adverse effects found by the

9. In response to questions raised by others with the Bank Board
regarding the cost to the FSLIC of Citicorp’s proposal under alterna-
tive interest rate calculations, the Bank Board has advised that, under
the interest rate assumptions of the Office of Management and Budget,
Citicorp’s bid was more favorable to the FSLIC than any other open
bid. In its letter of January 19, 1984, the Bank Board stated that ‘‘after
evaluating all considerations that the Bank Board deems relevant,
including cost to the FSLIC, the Citicorp application is by far superior
to all other proposals.”™

10. As stated above, the Board has examned the competitive
effects associated with this particular application and has concluded
that there are no substantial adverse effects associated therewith.
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Board in the D.H. Buldwin case.!'" In reaching this
decision, the Board has considered that this is not the
first acquisition of a savings and loan association by
Citicorp. While the Garn-St Germain Act provides for
the acquisition by a bank holding company of a savings
and loan association located in another state under
emergency circumstances, Congress has continued to
require that such proposals meet the proper incident to
banking standard of section 4(c}(8) of the BHC Act,
mandating an evaluation by the Board of the public
benefits and possible adverse effects in each case.

Under this standard, the Board has considered as
adverse effects the impact of this proposal, in the
context of the proposed acquisition of New Biscayne
Federal Savings & Loan Association, Miami, Florida
(‘“‘New Biscayne’’), and the acquisition of Fidelity
Federal Savings and Loan Association of San Francis-
co, on the interstate banking prohibition of the BHC
Act and the concentration of resources. The Board
notes that Applicant is the largest banking organiza-
tion in the country, and has acquired or proposes to
acquire, through a series of transactions, substantial
thrift institutions in three states controlling more than
$9 billion in assets. On this basis, Applicant would be
the fourth largest savings and loan organization in the
country.

After considering all facts of record, the Board has
concluded that consummation of the First Federal
proposal and Applicant’s proposal to acquire New
Biscayne would not have such a serious adverse effect
on the interstate banking prohibition of the Act or
result in such an undue concentration of resources as
to outweigh the public benefits associated with pre-
serving these major thrift competitors. If, however,
any further expansion into the savings and loan indus-
try were contemplated by Citicorp through the acquisi-
tion of additional savings and loan associations, the
Board would weigh these factors more heavily.

In its evaluation of this application, the Board
considered the contentions of the Protestants that, in
addition to the gencral effects cited by the Board in
Baldwin, the following principal adverse effects may
result from consummation of the Citicorp proposal: (1)
Citicorp does not intend to maintain First Federal as a
specialized institution committed to the provision of
housing credit; (2) acquisition of First Federal by

11. Consummation of this proposal will make Citicorp a muitiple
savings and loan holding company subject to various restrictions on its
activities under the National Housing Act, which do not apply to
unitary savings and loan holding companies. (12 U S.C. § 1730a(cX2)).
However, the Bank Board has used its authoirty under the emergency
provisions of section 408(m)(1)(A) of the National Housing Act,
12 U.S.C. § 1730a(m)(1)(A), to determune that the multple holding
company restrictions shall not apply to Citicorp.

Citicorp may result in a decrease in First Federal’s
lending in low- and moderate-income areas; (3) de-
creased or unfair competition would result because
Citicorp would operate First Federal in tandem with
its banking and other subsidiaries in order to engage in
effective interstate banking and would use its substan-
tial resources to dominate banking in Illinois; (4)
Citicorp may not have the financial resources to
operate and revitalize First Federal; (5) the transaction
would result in an undue concentration of resources;
and (6) the consummation of the proposal would have
a significant adverse effect on banking structure in
Illinois.

In approving Citicorp’s prior application to acquire
Fidelity Federal Savings and Loan Association of San
Francisco, the Board imposed a number of conditions
designed to address the potential adverse effects asso-
ciated with the affiliation of a thrift institution with a
banking organization. In the instant application, Citi-
corp requests the Board not to impose those condi-
tions on its proposed acquisition of First Federal. The
Protestants, however, urge the continuing need for the
conditions based on considerations of unfair competi-
tion, interstate banking, and the need to maintain
specialized depository institutions. The Board contin-
ues to believe that there are potential adverse effects
resulting from the affiliation of a thrift institution with
a banking organization and, accordingly, has decided
to impose in this case the conditions on the operation
of the acquired thrift found necessary in the Fidelity
case. The Board believes these conditions address in
substantial part the concerns raised by the Protes-
tants.!?

The Board has also carefully considered Protes-
tant’s assertion that consummation of this proposal
would severely undermine the banking structure in
Ilinois. Illinois is basically a unit banking state, since
it does not permit branch banking and limits bank
holding company acquisitions to specified geographic
regions of the state. In contrast, First Federal has 62
offices, located throughout the state. Protestants state
that consummation of this proposal would therefore
allow Citicorp to establish a branch network in Illinois

12. It has been suggested that the Board should prevent Citicoip
from changing First Federal’s name n any respect and prohibit any
subsequent mergers or acquisitions involving thrift institutions The
prohibitions on tandem operations and transactions with affiliates that
the Board is imposing provide for the separation of First Fedeial from
Citicorp’s other operations. Accordingly, the Board does not believe
that Citicorp should be prevented from identifying First Fedeial as a
Citicorp subsidiary. With respect to subsequent mergers or acquisi-
tions, any such transaction would 1equue Board approval under the
BHC Act as a condition of this order and would be limited by the
provisions of section 408(m)(5}A) of the National Housmg Act
(12 U.S.C. § 1730a(m)(5)(A)) restiicting further branching by First
Federal.
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that no Illinois bank could establish, According to the
Protestants, such a significant alteration in the struc-
ture of Illinois banking should not be accomplished
without more participation by the state, and may
represent illegal branch banking in view of the expand-
ed powers of savings and loan associations and Citi-
corp’s status as a bank holding company.

The Board does not believe that consummation of
the proposal would constitute unlawful branch bank-
ing.” First Federal is, of course, not a bank and the
conditions imposed by the Board on Citicorp’s opera-
tion of First Federal will prevent it from becoming
effectively a branch of any of Citicorp’s subsidiary
banks.

With regard to the effect of the acquisition on
Illinois’ banking structure generally, the Board notes
that Congress was aware that several unit banking
states might be affected by the emergency thrift provi-
sions of the Garn-St Germain Act, but it gave no
indication that emergency acquisitions in these states
should be prevented or treated differently. Rather, to
address the possible disparity between the branching
authority of banks and thrifts in such situations, Con-
gress required in section 123 of the Garn-St Germain
Act that a savings and loan association acquired by a
bank holding company under the emergency provi-
sions may only establish branches to the same extent
that a national bank may establish and operate
branches in the state in which the savings and loan
association is located. Moreover, the Board notes that
any adverse effect upon lllinois’ banking structure
posed by First Federal’s branch network exists cur-
rently under state and federal branching laws applica-
ble to savings and loan associations in Illinois.

Finally, the conditions the Board has imposed on
First Federal’s operation, and in particular the condi-
tion requiring that First Federal be operated as a
saving and loan association as well as the provisions of
the Garn-St Germain Act limiting First Federal’s fu-
ture branching capability, should address the concerns
expressed regarding any adverse effect on banking
structure in Illinois arising out of the ownership of
First Federal by a bank holding company.

In evaluating this application, the Board has careful-
ly considered the financial and managerial resources of
Citicorp and the effect on these resources of the
proposed acquisition of First Federal as well as the

13. The courts have held that the Bank Board has ‘‘complete
authority to permit intrastate branching by [federally chartered]
S&Ls,"” notwithstanding state laws that restrict the branching author-
ity of state chartered banks or S&Ls. Independent Bankers Ass'n v.
FHLBB, 557 F. Supp. 23, 26 (D.D.C. 1982). Accord, North Arlington
Nat. Bank v. Kearny Federal S&L Ass’n, 187 F. 2d 564 (3d Cir.), cert.
denied, 342 U.S. 816 (1951). The Board also notes that Illinois allows
statewide branching by savings and loan associations chartered under
the laws of Illinois.

proposed acquisition of New Biscayne. The Board has
reviewed relevant data from Citicorp’s inspection re-
ports and the examination reports of its subsidiaries as
well as official reports and filings with the Board,
including data on Citicorp’s domestic and foreign loan
portfolio. The Board also has reviewed the Assistance
Agreement among Citicorp, First Federal, and the
FSLIC. Based upon this review and taking into ac-
count the factors and commitments listed below, the
Board concludes that the reasonably expected public
benefits of the proposal are sufficient to outweigh any
adverse effect relating to the financial resources of
Citicorp as well as other possible adverse effects of the
proposal.

In reaching this conclusion, the Board placed con-
siderable emphasis on the following factors. First, the
Assistance Agreement provides substantial protection
to Citicorp in connection with losses that may arise
from First Federal’s existing assets and liabilities.
Second, Citicorp’s capital ratios and earnings have
improved over the past 18 months. Third, in connec-
tion with the two proposed savings and loan acquisi-
tions before the Board, Citicorp has committed to
raise $350 million of additional primary capital by
March 31, 1984. This additional capital would, after
adjusting for the temporary build-up in Citicorp’s
period-end assets and giving effect to this proposal and
the proposed acquisition of New Biscayne, place
Citicorp in compliance with the Board’s minimum
capital adequacy guidelines. Finally, in addition to the
specific commitment regarding capital, Citicorp has
stated that it will, subject to reasonable economic and
market conditions, increase its capital ratios materially
above the Board’s minimum capital adequacy guide-
lines by December 31, 1984. In its consideration of the
financial aspects of this application, the Board has
relied on these capital commitments and Citicorp’s
continuing efforts to improve its capital position. The
Board believes that capital adequacy is especially
important in the analysis of bank holding company
expansion proposals, particularly where the organiza-
tion has a significant loan exposure, such as loans in
foreign countries experiencing liquidity problems.

The Board concludes that Citicorp’s acquisition of
First Federal will provide a substantial and compelling
public benefit in that Citicorp will provide First Feder-
al with sufficient new capital funds and managerial
assistance to restore First Federal as a viable competi-
tor and to restore public confidence in First Federal.
Citicorp has committed to invest sufficient funds in
First Federal so that its resulting capital would be not
less than 6 percent of First Federal’s total liabilities,
compared to the present regulatory minimum of 3
percent, and to maintain that 6 percent ratio until
December 31, 1985. Citicorp also has extensive experi-
ence in both the consumer banking and consumer
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finance areas and appears fully capable of revitalizing
a consumer-oriented depository institution.

The record establishes that Citicorp has the financial
and managerial resources and the commitment to
serving the convenience and needs of the public to
achieve this result. The acquisition will restore an
active and effective competitor and will increase com-
petition in numerous Illinois communities, will ensure
the continuation of services by First Federal to its
thousands of customers and the public, and will pro-
tect the interests of First Federal's depositors, the
public, the savings and loan industry generally, and
the FSLIC.

The Board has also considered as a substantial
public benefit the savings to the FSLIC that will result
from the proposal. By letters dated December 15,
1983, and January 18 and 19, 1984, the Bank Board has
advised the Board that it has explored all alternatives
for solving First Federal’s problem and has deter-
mined that Citicorp’s bid would serve the public
interest and minimize the cost to the FSLIC to a
substantially greater extent than the terms offered by
any other bidder.

Citicorp’s commitment to the introduction of new
products and services and the expansion of current
services of First Federal also lend weight toward
approval. This expansion of First Federal’s services
and operations also may be expected to provide great-
er convenience to the public. Citicorp’s experience
and expertise also should result in gains in efficiency at
First Federal. In assessing the public benefits of this
proposal, the Board has noted the favorable perform-
ance of Fidelity Federal Savings and Loan Association
of San Francisco after its acquisition by Citicorp in
late 1982.

Finally, Citicorp has a satisfactory record of service
to its local communities, and has stated that it intends
to use its resources to promote and expand First
Federal’s service to its communities. In this regard,
the Board notes that the provisions of the Community
Reinvestment Act are applicable to First Federal as a
savings and loan association.'

At the hearing, representatives of Citicorp present-
ed sworn testimony regarding the services it provides
to local communities in New York and, through Citi-
corp Savings, in California. Such services include
programs for the rehabilitation and construction of
low- and moderate-income housing, small business
lending, economic development centers, and partici-
pation with community groups to further such pro-
grams. Citicorp’s representatives testified that it

14. Although the Board docs not believe the Community Reinvest-
ment Act is applicable in the case of section 4 applications, the Board
has considered Citicorp’s record under that statute in acting upon this
application.

would provide similar programs and services to the
communities served by First Federal. The Board notes
that Citicorp made commitments in the Fidelity appli-
cation regarding consultations with community groups
concerning the credit needs of the community, com-
mitments that it is meeting.

In addition, Citicorp has made the following com-
mitments to the Board in connection with its consider-
ation of this application:

1. First Federal will maintain at least the same

percentage of its assets invested in Illinois residen-

tial mortgages as are invested as of the date of this
order.

2. First Federal will use its commercial lending

powers under the Home Owners’ Loan Act for the

benefit of small business in Iilinois.

3. First Federal will develop community programs

specifically tailored to the needs of Illinois commu-

nities served by First Federal.

These commitments, upon which the Board has
relied in acting upon this application, should maintain
and enhance First Federal’s services to its local com-
munities and also address the concerns expressed
regarding diversion of funds from Illinois.

To guard against possible adverse effects of the
affiliation in this case between a banking organization
and a savings and loan association, including the
potential for unfair competition and diversion of funds,
the Board has imposed the following conditions:

1. Applicant shall operate First Federal as a savings
and loan association having as its primary purpose
the provision of residential housing credit. First
Federal shall limit its activities to those permitted to
federal savings and loan associations currently un-
der the Home Owners’ Loan Act, and shall not
engage in any activity prohibited to bank holding
companies and their subsidiaries under section
4(c)(8) of the Bank Holding Company Act. These
limitations shall apply to First Federal’s service
corporation subsidiaries, which shall have a reason-
able period consistent with the terms of the assist-
ance agreement among Citicorp, First Federal, and
the FSLIC to complete the divestiture of their real
estate development projects. Citicorp shall have two
years to divest First Federal’s insurance underwrit-
ing subsidiary or to terminate its impecrmissible
activities.

2. First Federal shall not establish or operate a

remote service unit at any location outside Illinois.

3. First Federal shall not establish or otherwise

acquire branches at locations not permissible {or

national or state banks located in Illinois.

4. First Federal shall be operated as a separate,

independent, profit-oriented corporate entity and

shall not be operated in tandem with any other
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subsidiary of Applicant. Applicant and First Federal
shall limit their operations to effect this condition,
and will observe the following conditions:

a. No banking or other subsidiary of Applicant
shall link its deposit-taking activities to accounts
at First Federal in a sweeping arrangement or
similar arrangement.

b. Neither Applicant nor any of its subsidiaries
shall solicit deposits or loans for First Federal,
nor shall First Federal solicit deposits or loans for
any other subsidiary of Applicant.

5. To the extent necessary to ensure independent
operation of First Federal and prevent the improper
diversion of funds, there shall be no transactions
between First Federal and Applicant or any of its
subsidiaries without the prior approval of the Feder-
al Reserve Bank of New York. This limitation
encompasses the transfer, purchase, sale or loan of
any assets or liabilities, but does not include infu-
sions of capital from Applicant, the payment of
dividends by First Federal to Applicant, or the sale
of residential real estate loans from First Federal to
any subsidiary of Applicant.'*

6. Applicant shall not change First Federal’s name

to include the word ‘‘bank’’ or any other term that

might confuse the public regarding First Federal's
status as a nonbank, thrift institution.

7. First Federal shall not convert its charter to that

of a state savings and loan association or other state-

chartered thrift institution or to a national or state
commercial bank without the Board’s prior
approval.

The Board concludes that consummation of the
proposal, subject to the commitments and conditions
set out above, may not reasonably be expected to
result in conflicts of interests, unsound banking prac-
tices, or other adverse effects.

Several of the Protestants have requested the Board
to hold a formal hearing regarding Citicorp’s proposal.
They raise as bases for a hearing the following: (1)
discovery is necessary so that all material facts associ-
ated with the applications may be provided to Protes-
tants; (2) the need to cross-examine Citicorp officers
regarding Citicorp’s proposal to merge First Federal
with Citicorp Savings, the first thrift institution ac-
quired by Citicorp, since this merger could affect the
amount of funds available in Illinois for residential
loans; (3) the need to assess the competitive effects of
the proposal in each local market; (4) the need for
information regarding management interlocks between
First Federal and Citicorp, which could affect the
amount of funds available for residential loans in

15. The Board does not consider any extension of credit by Citicorp
to First Federal that 1s necessary to maintain First Federal’s liquidity
or general financial integrity to be covered by this hmitation,

Illinois, or the legality of the proposal under branch
banking laws; (5) the appropriate priority assigned by
the Bank Board to Citicorp’s bid under the Garn-St
Germain Act; (6) the use First Federal will make of the
additional capital supplied by Citicorp; and (7) the
methods by which Citicorp will promote First Federal
and the effects such promotion may have on voluntary
tie-ins.

As indicated above, the Board, pursuant to section
118(a) of the Garn-St Germain Act, has dispensed with
the hearing requirement of section 4(c)(8) of the Act
based upon the emergency situation at First Federal.
In this regard, the Board believes that the procedures
employed by it in this case, including the opportunity
for written comment and the informal hearing, provid-
ed an adequate opportunity for public participation in
the Board’s consideration of the proposal consistent
with the emergency situation that the Board has found
at First Federal. The Board imposed no limitation on
the length or nature of the written comments. In
addition, numerous parties participated in the informal
hearing in Washington, D.C., and all persons that
wished to testify at these hearings were given an
opportunity to do so and to submit questions to
Citicorp regarding the application. A number of such
questions were received and responded to by Citicorp.

Finally, the requests for hearings, when viewed in
the context of the factors the Board is required to
consider under the BHC Act, the conditions that the
Board has imposed on the operation of First Federal
by Citicorp, and the severe financial condition of First
Federal about which there is no dispute, do not raise
issues of disputed fact that would warrant a formal
hearing. Based on the foregoing considerations, the
Board does not believe that a formal hearing is re-
quired or appropriate in this case and denies the
requests of the Protestants for a formal hearing.

The Illinois Bankers Association (“‘IBA’") has re-
quested the Board, in the event it approves the pro-
posed acquisition, to require Citicorp, pending judicial
review of the FSLIC’s selection of Citicorp as the
winning bidder, to maintain separately identifiable and
segregable accounts for each aspect of First Federal’s
operations and not to dispose of any of First Federal’s
assets until the completion of the FSLIC litigation.
While the Board has determined not to grant this
specific request, the conditions that the Board has
imposed address the concerns expressed by IBA since
they require the continued operation of First Federal
as a separate and independent savings and loan associ-
ation, prevent any tandem operations with Citicorp,
and limit transactions between Citicorp and First
Federal. Moreover, limited divestitures of assets that
could result from consummation of Citicorp’s proposal
prior to further consideration of the FSLIC decision
on First Federal by the Court of Appeals for the
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Seventh Circuit will not materially alter First Federal’s
operations or adversely affect the ability to carry out
any court orders.'s

Based upon the foregoing and other facts and cir-
cumstances reflected in the record, the Board has
determined that the reasonably expected public bene-
fits of the proposed acquisition are sufficient to out-
weigh any possible adverse effects of the proposal,
including any potential adverse effects of the affiliation
of a commercial banking organization with a thrift
institution. In reaching this conclusion, the Board has
relied on the rationale advanced in its Fidelity order
with regard to the balance of public benefits and
adverse effects. Accordingly, the application is ap-
proved subject to the conditions and commitments
described in this Order and the record of this applica-
tion.

The Board’s decision is further subject to the condi-
tions set forth in section 225.4(c) of Regulation Y and
to the Board's authority to require such modification
or termination of the activities of a holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof. The trans-
action shall be made not later than three months after
the effective date of this Order, unless that period is
extended for good cause by the Board or by the
Federal Reserve Bank of New York acting pursuant to
authority hereby delegated.

By order of the Board of Governors, effective
January 20, 1984,

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, and Gramley. Voting against this
action; Governors Teeters and Rice. Governor Wallich ab-
stained from the insurance portion of this application.

JAMES MCAFEE,
[SEAL] Associate Secretary of the Board
Note: For the Dissenting Stutements of Governors
Rice and Teeters see pages 163-164.

Citicorp,
New York, New York

Order Approving Acquisition of Savings and Loan
Association

Citicorp, New York, New York, a bank holding com-
pany within the meaning of the Bank Holding Compa-

16. The Court of Appeals has declined to stay the effectiveness of
the FSLIC decision. Hartigan v. FHLBB, Nos. 84-1023, 84-1042 and
84-1053 (7th Cir. January 17, 1984).

ny Act (the *““BHC Act’’), has applied for the Board’s
approval under section 4(c)}8) of that 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 all of
the voting shares of New Biscayne Federal Savings
and Loan Association, Miami, Florida (‘“New Bis-
cayne’’), and indirectly its wholly-owned service cor-
poration.! New Biscayne is a federally-chartered sav-
ings and loan association and is the successor by
supervisory conversion of Biscayne Federal Savings
and Loan Association, Miami, Florida, a stock savings
and loan association that was declared insolvent by the
Federal Home Loan Bank Board (*‘Bank Board’’) on
April 6, 1983, and placed under the receivership of the
Federal Savings and Loan Insurance Corporation
(“FSLIC™).

As a result of section 333 of the Garn-St Germain
Depository Institutions Act of 1982 (Pub.L. No. 97-
320, 96 Stat. 146Y), New Biscayne, an institution
chartered by the Bank Board and the accounts of
which are insured by the FSLIC, is not a “‘bank’’ for
purposes of the BHC Act. Accordingly, this applica-
tion is properly filed under section 4 of the BHC Act to
acquire a company engaged in a nonbanking activity.

By letter dated December 16, 1983, the Bank Board
requested that the Board act immediately upon this
application in view of the emergency nature of the
situation at New Biscayne and its deteriorating finan-
cial condition. In light of this request and considering
the situation at New Biscayne, the Board promptly
published notice of the application in the Federal
Register, providing 14 days for interested persons to
comment on the application. In addition, in order to
provide the fullest opportunity for public comment
consistent with the need to act expeditiously on the
application, the Board ordered an informal hearing to
be held on January 6, 1984, in Washington, D.C., to
receive comments and testimony from interested per-
sons on the application and to allow interested persons
to question Citicorp concerning its proposal. In re-
sponse to a number of requests from interested parties
for additional time in which to comment and to prepare
for the hearing, the Board extended the comment
period for five additional days and rescheduled the
hearing for January 9, 1984.

In response to its request for comment on the
application, the Board received approximately 20 writ-
ten comments opposing the acquisition (‘‘Protes-
tants’’) and 30 favoring the acquisition. Four general
comments were received that did not take a position
on the proposal. In addition, the Board received sworn

{. New Biscayne is curiently operated as a mutual association. In
order to cffect consummation of the proposal, Apphicant will form a
federal stock savings and loan association that will merge with New
Biscayne.
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testimony from four persons or organizations who
appeared at the hearing, in addition to Citicorp, as well
as statements and other documents submitted by the
participants at the hearing. The Board did not receive
a request for a formal hearing on the application.

The Board has carefully considered the issues raised
by the Protestants in light of the factors set forth in
section 4(c)(8) of the Act. Based upon the record
before the Board in this matter, the Board makes the
following findings.

Citicorp, with total consolidated assets of $130.5
billion (as of September 30, 1983) is the largest banking
organization in the United States. Citicorp operates
four subsidiary banks: Citibank, N.A., New York,
New York, the second largest commercial bank in
New York with $25.7 billion in domestic deposits, (as
of December 31, 1982); Citibank (New York State),
N.A., Buffalo, New York; Citibank (South Dakota),
N.A., Sioux Falls, South Dakota; and Citibank (Dela-
ware), Wilmington, Delaware. Citicorp also controls
numerous nonbanking subsidiaries located throughout
the United States, including subsidiaries located in
Florida that are engaged in first and second mortgage
lending activities and mortgage servicing activities.

New Biscayne, headquartered in Miami, Florida,
operates 35 offices and has assets of $1.9 billion (as of
October 31, 1983). New Biscayne is the fifth largest
savings and loan association in Florida and the 43rd
largest in the United States, It is primarily engaged in
taking savings deposits and making loans to individ-
uals secured by mortgages on real property. New
Biscayne also owns a service corporation that engages
in real estate development.

Two distinct product markets are involved in this
proposal: deposit taking and mortgage lending. New
Biscayne has no offices outside of Florida engaged
in deposit taking or mortgage lending at any location
at which subsidiaries of Citicorp engage in the
same activities. New Biscayne operates in five Florida
banking markets, where it controls from 1.1 percent to
5.3 percent of the total deposits in commercial banks
and savings and loan associations in those areas.? In
contrast, Applicant does not accept federally-insured
deposits from locations in Florida.? Thus, in the de-
posit-taking product market, there is no significant
existing competition between Citicorp and New Bis-
cayne.

With regard to mortgage lending, Citicorp and New
Biscayne together account for approximately 3.5 per-

2. These are the Miami-Ft. Lauderdale, cast Palm Beach County,
Martin County, Naples, and Pinellas County banking markets New
Biscayne’s laigest shaie of 5.3 percent 1s n the Martin County
banking market.

3. Applicant’s Edge Act subsidiaries take deposits that are not
federally msured, but these subsidiaries operate in a diffesent product
market fiom New Biscayne,

cent of the total volume of first mortgage originations
in Florida. Citicorp operates approximately ten offices
of its nonbank subsidiaries in seven Florida SMSAs;
New Biscayne operates in four of these SMSAs. In
each of these, the share of mortgages originated by
Citicorp and New Biscayne is small, and their com-
bined shares in the four common SMSAs are approxi-
mately 2 percent, 3 percent, 5.8 percent and 11.7
percent.* In addition, there are a large number of
competitors engaged in various mortgage lending and
servicing activities in Florida, including banks, thrift
institutions, credit unions and mortgage banking com-
panies.

In view of Citicorp’s limited presence in the relevant
Florida markets served by New Biscayne, the number
and size of financial organizations operating in these
Florida markets, the number of potential entrants into
these markets, the legal prohibitions against Citicorp’s
expansion of its subsidiary banks into Florida, and the
fact that New Biscayne is a failing institution with
limited competitive vigor, the Board concludes that
this proposal would not have any significant adverse
effect on existing or potential competition in any
relevant market. Indeed, the proposed acquisition will
have a substantial beneficial impact on competition by
ensuring the continued operation of New Biscayne as
a viable institution through access to the financial and
managerial resources of Citicorp.

Section 4(c)(8) of the Act authorizes a bank holding
company to acquire a company engaged in nonbanking
activities that are determined by the Board to be ‘‘so
closely related to banking or managing or controlling
banks as to be a proper incident thereto.”” The Board
has determined previously that the operation of a thrift
institution satisfies the first, or closely related to
banking, standard of section 4(c)(8) of the BHC Act.
For the reasons set out in those earlier Board deci-
sions, the Board reaffirms that determination in this
case.’

Under the second or ‘‘proper incident’’ standard of
section 4(c)(8) of the Act, the Board is required to
consider whether the performance of the activity by a
bank holding company or a subsidiary of a bank
holding company ‘‘can reasonably be expected to

4. These statistics include the estimated market share held by
mortgage banking companies 1n each SMSA. Mortgage lending data
are not readily available for the relevant markets, The Board finds,
however, that these SMSAs provide a reasonable approximation of
the relevant markets 1n this instance.

5. E.g., Old Stone Corporation, 69 FEDERAL RESERVE BULLETIN
812 (1983); Citicorp, 68 FEDERAL RESERVE BULLETIN 656 (1982);
Interstate Financial Corporation, 68 FFDERAL RESERVE BULLFTIN
812 (1982); D.H. Baldwin & Co., 63 FEDERAL RESERVE BULLETIN 280
(1977); American Fletcher Corporation, 60 FEDERAL RESERVE BUL-
LETIN 868 (1974). A Board staft study of thnft institutions supports the
view that operating a thrift institution 1s closely related to banking.
*Bank Holding Company Acquisitions of Thnft Institutions,” Sep-
tember 1981.
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produce benefits to the public, such as greater conve-
nience, increased competition, or gains in efficiency
that outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”’

In 1977, the Board determined that, as a general
matter, the activity of operating a savings and loan is
not a ‘‘proper incident”’ to banking because the poten-
tial adverse effects of generally allowing affiliations of
banks and thrift institutions were then sufficiently
strong to outweigh the benefits that might result in
individual cases. (D.H. Baldwin & Co., 63 FEDERAL
RESERVE BULLETIN 280 (1977)). Subsequently, in
three cases involving the acquisition of a failing thrift
institution, the Board found that the adverse effects of
bank/thrift affiliations were overcome by the public
benefits of preserving the failing thrift institution.®

In the Garn-St Germain Act, Congress has con-
firmed the Board’s authority under the BHC Act to
allow the acquisition by a bank holding company of a
thrift institution under such circumstances and has
established the framework within which the Board is
to consider such acquisitions. That statute provides
for a division of responsibilities between the Board
under the BHC Act and the Bank Board under the
National Housing Act. Under that Congressionally
mandated division of responsibility, the Bank Board is
authorized to arrange for the acquisition or merger of
failing thrift institutions under specified conditions,
and after a consideration of a series of priorities that
favor intra-industry and intrastate transactions over
inter-industry and interstate transactions. The statute
also provides that the Bank Board’s calculations and
estimations of offers shall be determinative.

Section 123 of the Garn-St Germain Act specifically
provides that, after appropriatg consideration of these
priorities and compliance with the other requirements
of the statute, the Bank Board may authorize the
acquisition of a failing thrift by a bank holding compa-
ny. If the Bank Board selects a bank holding company,
the acquired thrift becomes subject to the bank
branching restrictions applicable to national banks in
the state in which the thrift is located.

While the Garn-St Germain Act assigns to the Bank
Board the responsibility for selection of the appropri-
ate solution to a failing thrift institution situation, that
statute also requires the Board’s consideration of the
effects of a proposal involving a bank holding company
acquisition under the prudential standards of section
4(c)(8) of the BHC Act, which involve an evaluation of
the possible adverse effects and anticipated public

6. Old Stone Corporation, supra; Citicorp, supra; Interstate Finan-
cial Corporation, supra.

benefits of the proposal.” That evaluation does not,
however, include a review of the Bank Board’s selec-
tion of the appropriate bidder for the failing thrift.

Section 118 of the Garn-St Germain Act allows the
Board to dispense with both the notice and hearing
requirements of section 4(c)(8) of the BHC Act if it
finds that an application to acquire a thrift institution
presents an emergency situation requiring immediate
action, and the primary federal regulator of that insti-
tution concurs in this finding.

In a letter dated December 16, 1983, the Bank Board
advised the Board that the Bank Board had selected
Citicorp as the winning bidder for New Biscayne
under the emergency provisions of section 123 of the
Garn-St Germain Act. The Bank Board urged the
Board to act immediately on the Citicorp application in
view of the deteriorating and serious financial condi-
tion of New Biscayne. The Bank Board stated that
such action was necessary to restore public confidence
in New Biscayne, to maintain confidence in the sav-
ings and loan industry generally, and to stabilize the
daily increasing potential cost to the FSLIC.

New Biscayne’s predecessor was placed in receiver-
ship by the Bank Board on April 6, 1983, an action that
has been confirmed by the U.S. Court of Appeals for
the Eleventh Circuit. In April 1983, New Biscayne was
insolvent by more than $29 million, and its condition
has steadily deteriorated since that time. As of No-
vember 30, 1983, for example, New Biscayne’s net
worth had declined to a negative $49 million, if FSLIC
Income Capital Certificates are excluded from net
worth, and it is experiencing losses of about $2.5
million per month. In addition, between April 6 and
October 31, New Biscayne lost almost $374 million in
deposits, or approximately 20 percent of total depos-
its.

In order to stabilize New Biscayne’s condition, the
FSLIC has purchased Income Capital Certificates of
New Biscayne in the amount of $38.7 million, and the
Federal Home Loan Bank of Atlanta has advanced an
additional $449 million to New Biscayne. 146 New
Biscayne employees, including 34 members of its
management staff, have submitted their resignations,
and uncertainty regarding New Biscayne’s future has
made it difficult to replace these employees. The Bank
Board has advised the Board that there is no evidence
that New Biscayne’s continued deterioration can be
averted, or that the rising cost to the FSLIC can be
checked, unless New Biscayne is acquired by a pur-
chaser that is capable of restoring public confidence in
the institution. In view of these and other facts of

7. Section 4(c)(8) of the BHC Act does not require a determination
that a given proposal is the most desirable that could be presented.
The fact that alternative purchasers may be available is not determina-
tive.
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record, the Board has concluded that an emergency
situation exists at New Biscayne that requires the
Board to act immediately on this application, and the
Bank Board has concurred in this finding. According-
ly, the Board has, under the authority provided in
Section 118(a) of the Garn-St Germain Act, dispensed
with the hearing requirement of section 4(c)(8) and any
further period for public comment on the application.
The Board has reexamined, in the context of this
application, the general adverse factors cited in the
Board’s 1977 D.H. Baldwin decision, including regula-
tory conflict, erosion of institutional rivalry, and the
potential for undermining interstate banking prohibi-
tions. The Board has also considered the adverse
factors that might be associated with this particular
application,8 including the potential for unfair compe-
tition, conflicts of interests, financial risks, diversion
of funds, and participation in impermissible activities.
In view of the determination by the Bank Board and
the Board’s findings with respect to New Biscayne’s
financial condition, and the other considerations de-
tailed below, the Board has determined that the sub-
stantial benefits to the public associated with preserv-
ing New Biscayne as a competitor are sufficient to
outweigh the generalized adverse effects found by the
Board in the D.H. Baldwin case.® In reaching this
decision, the Board has considered that this is not the
first acquisition of a savings and loan association by
Citicorp. While the Garn-St Germain Act provides for
the acquisition by a bank holding company of a savings
and loan association located in another state under
emergency circumstances, Congress has continued to
require that such proposals meet the proper incident to
banking standard of section 4(¢)(8) of the BHC Act
mandating an evaluation by the Board of the public
benefit and possible adverse effects in each case.
Under this standard, the Board has considered as
adverse effects the impact of this proposal, in the
context of the proposed acquisition of First Federal
Savings & Loan Association of Chicago, Chicago,
Illinois (‘‘First Federal’’), and the acquisition of Fidel-
ity Federal Savings and Loan Association of San
Francisco, on the interstate banking prohibition of the
BHC Act and the concentration of resources. The

8. As stated above, the Board has examined the competitive effects
assoclated with this particular application and has concluded that
there are no substantial adverse effects associated therewith,

9. Consummatton of this proposal wil make Citicorp a muitiple
savings and loan holding company subject to various restrictions on its
activities which do not apply to unitary savings and loan holding
companies. 12 U.S.C § 1730a(c)(2). However, the Bank Board has
used its authority under the emergency provistons of section
408(m)(1X(A) of the National Housing Act, 12 U.S.C.
§ 1730a(m)(1)(A), to determine that the multiple holding company
restrictions shall not apply to Citicorp.

Board notes that Applicant is the largest banking
organization in the country, and has acquired or
proposes to acquire, through a series of transactions,
substantial thrift institutions in three states controlling
more than $9 billion in assets. On this basis, Applicant
would be the fourth largest savings and loan organiza-
tion in the country.

After considering all the facts of record, the Board
has concluded that consummation of the New Bis-
cayne proposal and Applicant’s proposal to acquire
First Federal, would not have such a serious adverse
effect on the interstate banking prohibition of the Act
or result in such an undue concentration of resources
as to outweigh the public benefits associated with
preserving these major thrift competitors. If, however,
any further expansion into the savings and loan indus-
try were contemplated by Citicorp through the acquisi-
tion of additional savings and loan associations, the
Board would weigh these factors more heavily.

In its evaluation of this application, the Board
considered the contentions of the Protestants that, in
addition to the general effects cited by the Board in
Baldwin, the following adverse effects may result from
consummation of the Citicorp proposal: (1) Citicorp
does not intend to maintain New Biscayne as a special-
ized institution committed to the provision of housing
credit; (2) Citicorp would use New Biscayne as a
vehicle to engage in activities impermissible for bank
holding companies; (3) decreased or unfair competi-
tion would result because Citicorp would operate New
Biscayne in tandem with its banking and other subsid-
iaries in order to engage in effective interstate banking
and to use its substantial resources to dominate bank-
ing in Florida; (4) Citicorp may not have the financial
ability and resources to operate and revitalize New
Biscayne; and (5) the transaction would result in an
undue concentration of resources.

In approving Citicorp’s prior application to acquire
Fidelity Federal Savings and Loan Association of San
Francisco, the Board imposed a number of conditions
designed to address the potential adverse effects asso-
ciated with the affiliation of a thrift institution with a
banking organization. In the instant application, Citi-
corp requests the Board not to impose those condi-
tions on its proposed acquisition of New Biscayne.
The Protestants, however, urge the continuing need
for the conditions based on considerations of unfair
competition, interstate banking, and the need to main-
tain specialized depository institutions. The Board
continues to believe that there are potential adverse
effects resulting from the affiliation of a thrift institu-
tion with a banking organization and, accordingly, has
decided to impose in this case the conditions on the
operation of the acquired thrift found necessary in the
Fidelity case. The Board believes these conditions
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address in substantial part the concerns raised by the
Protestants. 10

In evaluating this application, the Board has careful-
ly considered the financial and managerial resources of
Citicorp and the effect on these resources of the
proposed acquisition of New Biscayne as well as the
proposed acquisition of First Federal, Chicago, Illi-
nois. The Board has reviewed relevant data from
Citicorp’s inspection reports and the examination re-
ports of its subsidiaries as well as official reports and
filings with the Board, including data on Citicorp’s
domestic and foreign loan portfolio. Based upon this
review and taking into account the factors and com-
mitments listed below, the Board concludes that the
reasonably expected public benefits of the proposal
are sufficient to outweigh any adverse effect relating to
the financial resources of Citicorp as well as other
possible adverse effects of the proposal.

In reaching this conclusion, the Board placed con-
siderable emphasis on the following factors. First,
Citicorp’s capital ratios and earnings have improved
over the past 18 months. Second, in connection with
the two proposed savings and loan acquisitions before
the Board, Citicorp has committed to raise $350 mil-
lion of additional primary capital by March 31, 1984,
This additional capital would, after adjusting for the
temporary build-up in Citicorp’s period-end assets and
giving effect to this proposal and the proposed acquisi-
tion of First Federal, place Citicorp in compliance with
the Board’s minimum capital adequacy guidelines.
Finally, in addition to the specific commitment regard-
ing capital, Citicorp has stated that it will, subject to
reasonable economic and market conditions, increase
its capital ratios materially above the Board’s mini-
mum capital adequacy guidelines by December 31,
1984. In its consideration of the financial aspects of
this application, the Board has relied on these capital
commitments and Citicorp’s continuing efforts to im-
prove its capital position. The Board believes that
capital adequacy is especially important in the analysis
of bank holding company expansion proposals, partic-
ularly where the organization has a significant loan

10. It has been suggested that the Board should prevent Citicorp
from changing New Biscayne’s name tn any respect and prohibit any
subsequent mergers or acquisitions mvolving thrift institutions. The
prohibitions on tandem operations and transactions with affibates that
the Board is imposing provide for the scparation of New Biscayne
from Citicorp’s other opeiations. Accordingly, the Board does not
believe that Citicorp should be prevented from identifying New
Biscayne as a Citicorp subsidiary. With respect to subsequent mergers
or acquisitions, any such transaction would require Board approval
under the BHC Act as a condition of this order and would be limited
by the provisions of section 408(m)(5)}A) of the National Housing Act
(12 U.S.C. § 1730(m)(5)(A)) limiting turther branching by New Bis-
cayne,

exposure, such as loans in foreign countries experienc-
ing liquidity problems.

The Board concludes that Citicorp’s acquisition of
New Biscayne will provide a substantial and compel-
ling public benefit in that Citicorp will provide New
Biscayne with sufficient new capital funds and mana-
gerial assistance to restore New Biscayne as a viable
competitor and to restore public confidence in New
Biscayne. Citicorp has committed to invest sufficient
funds in New Biscayne so that its resulting capital
would be not less than 6 percent of New Biscayne’s
total liabilities, compared to the present regulatory
minimum of 3 percent, and to maintain that 6 percent
ratio until December 31, 1985. Citicorp also has exten-
sive experience in both the consumer banking and
consumer finance areas and appears fully capable of
revitalizing a consumer-oriented depository institu-
tion.

The record establishes that Citicorp has the financial
and managerial resources and the commitment to
serving the convenience and needs of the public to
achieve this result. The acquisition will restore an
active and effective competitor and will increase com-
petition in numerous Florida markets, will ensure the
continuation of services by New Biscayne to its thou-
sands of customers and the public, and will protect the
interests of New Biscayne’s depositors, the public, the
savings and loan industry generally, and the FSLIC.

The Board has also considered as a substantial
public benefit the savings to the FSLIC that will result
from the proposal. The Bank Board has advised the
Board that it has explored all alternatives for solving
New Biscayne’s problem and has determined that
Citicorp’s bid would serve the public interest and
minimize the cost to the FSLIC to a substantially
greater extent than the terms offered by any other
bidder.

Citicorp’s commitment to the introduction of new
products and services and the expansion of current
services of New Biscayne also lends weight toward
approval. This expansion of New Biscayne’s services
and operations also may be expected to provide great-
er convenience to the public. Citicorp’s experience
and expertise also should result in gains in efficiency at
New Biscayne. In assessing the public benefits of this
proposal, the Board has noted the favorable perform-
ance of Fidelity Federal Savings and Loan Association
of San Francisco after its acquisition by Citicorp in
late 1982,

Finally, Citicorp has a good record of service to its
local communities, and has stated that it intends to use
its resources to promote and expand New Biscayne’s
service to its communities. In this regard, the Board
notes that the provisions of the Community Reinvest-
ment Act are applicable to New Biscayne as a savings
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and loan association.!! At the hearing, representatives
of Citicorp presented sworn testimony regarding the
services it provides to local communities in New York
and, through Citicorp Savings, in California. Such
services include programs for the rehabilitation and
construction of low- and moderate-income, housing,
small business lending, economic development centers
and participation with community groups to further
such programs. Citicorp’s representatives testified
that it would provide similar programs and services to
the communities served by New Biscayne. The Board
notes that Citicorp made commitments in the Fidelity
application regarding consultations with community
groups concerning the credit needs of the community,
commitments that it is meeting.

In addition, Citicorp has made the following com-
mitments to the Board in connection with its consider-
ation of this application:

1. New Biscayne will maintain at least the same

percentage of its assets invested in Florida residen-

tial mortgages as are invested as of the date of this

Order.

2. New Biscayne will use its commercial lending

powers under the Home Owners’ Loan Act for the

benefit of small business in Florida.

3. New Biscayne will develop community programs

specifically tailored to the needs of Florida commu-

nities served by New Biscayne.

These commitments, upon which the Board has
relied in acting upon this application, should maintain
and enhance New Biscayne's services to its local
communities and also address the concerns expressed
regarding the diversion of funds from Florida.

To guard against possible adverse effects of the
affiliation in this case between a banking organization
and a savings and loan association, including the
potential for unfair competition and diversion of funds,
the Board has imposed the following conditions:

1. Applicant shall operate New Biscayne as a sav-

ings and loan association having as its primary

purpose the provision of residential housing credit.

New Biscayne shall limit its activities to those

permitted to federal savings and loan associations

currently under the Home Owners’ Loan Act, and
shall not engage in any activity prohibited to bank
holding companies and their subsidiaries under sec-
tion 4(c)(8) of the Bank Holding Company Act.

These limitations shall apply to New Biscayne’s

wholly-owned service corporation, which shall have

two years from the date of this Order to complete

11. Although the Board does not believe the Community Reinvest-

the divestiture of its real estate development pro-
jects.
2. New Biscayne shall not establish or operate a
remote service unit at any location outside Florida.
3. New Biscayne shall not establish or otherwise
acquire branches at locations not permissible for
national or state banks located in Florida.
4. New Biscayne shall be operated as a separate,
independent, profit-oriented corporate entity and
shall not be operated in tandem with any other
subsidiary of Applicant. Applicant and New Bis-
cayne shall limit their operations to effect this condi-
tion, and will observe the following conditions:
a. No banking or other subsidiary of Applicant
shall link its deposit-taking activities to accounts
at New Biscayne in a sweeping arrangement or
similar arrangement.
b. Neither Applicant nor any of its subsidiaries
shall solicit deposits or loans for New Biscayne,
nor shall New Biscayne solicit deposits or loans
for any other subsidiary of Applicant.
5. To the extent necessary to ensure independent
operation of New Biscayne and prevent the improp-
er diversion of funds, there shall be no transactions
between New Biscayne and Applicant or any of its
subsidiaries without the prior approval of the Feder-
al Reserve Bank of New York. This limitation
encompasses the transfer, purchase, sale or loan of
any assets or liabilities, but does not include infu-
sions of capital from Applicant, the payment of
dividends by New Biscayne to Applicant, or the sale
of residential real estate loans from New Biscayne
to any subsidiary of Applicant.'?
6. Applicant shall not change New Biscayne’s name
to include the word ‘‘bank’ or any other term that
might confuse the public regarding New Biscayne’s
status as a nonbank, thrift institution.
7. New Biscayne shall not convert its charter to that
of a state savings and loan association or other state
chartered thrift institution or to a national or state
commercial bank without the Board’s prior
approval.

The Board concludes that consummation of the
proposal, subject to the commitments and conditions
set out above, may not reasonably be expected to
result in conflicts of interests, unsound banking prac-
tices, or other adverse effects.

Based upon the foregoing and other facts and cir-
cumstances reflected in the record, the Board has
determined that the reasonably expected public bene-
fits of the proposed acquisition are sufficient to out-

12, The Board does not consider any extension of credit by Citicorp
to New Biscayne that is neceassary to maintain New Biscayne's
liquichty or general financial integrity to be covered by this limitation.

ment Act 1s applicable 1n the case of section 4 applications, the Board
has considered Citicorp’s record under that statute in acting upon this
application.
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weigh any possible adverse effects of the proposal,
including any potential adverse effects of the affiliation
of a commercial banking organization with a thrift
institution, In reaching this conclusion, the Board has
relied on the rationale advanced in its Fidelity Order
with regard to the balance of public benefits and
adverse effects. Accordingly, the application is ap-
proved subject to the conditions and commitments
described in this Order, and the record of this applica-
tion.

The Board’s decision is further subject to the condi-
tions set forth in section 225.4(c) of Regulation Y and
to the Board’s authority to require such modification
or termination of the activities of a holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof. The trans-
action shall be made not later than three months after
the effective date of this Order, unless that period is
extended for good cause by the Board or by the
Federal Reserve Bank of New York acting pursuant to
authority hereby delegated.

By order of the Board of Governors, effective
January 20, 1984.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partce, and Gramley. Voting agamst this
action: Governors Tecters and Rice.

JAMES MCAFEE,
[SEAL] Associate Secretary of the Board
Dissenting Statement of Governor Rice

I dissent from the Board’s approval today of the
acquisitions by Citicorp of First Federal Savings and
Loan Association of Chicago, Chicago, Illinois, and
New Biscayne Federal Savings and Loan Association,
Miami, Florida.

While the Garn-St Germain Depository Institutions
Act of 1982 authorizes the Board to approve the
acquisition of a failing thrift institution by a bank
holding company, Congress intended and indeed spec-
ified that the Board should evaluate any such proposal
under the net public benefits standard of section
4(c)(8) of the Bank Holding Company Act. Under that
standard, the Board is required to consider whether
the performance of the activity can reasonably be
expected to result in benefits to the public that out-
weigh possible adverse effects.

In 1977, the Board determined that the operation of
a savings and loan association by a bank holding
company entailed such significant potential adverse
effects as to outweigh the public benefits that might
result in any individual case. The Board has subse-

quently held that these adverse effects may be over-
come in the case of a failing thrift institution because
of the substantial public benefits associated with pre-
serving the institution as a competitor. In each such
instance, however, the Board has reaffirmed its find-
ings regarding the adverse effects of such affiliations,
which stem principally from the undermining of the
interstate banking prohibitions of the Bank Holding
Company Act and the erosion of the separation and
rivalry between the banking and thrift industries.

In this case, the Board has again affirmed the
presence of these adverse effects in the affiliation of a
banking organization with a thrift institution. Howev-
er, the Board has concluded that any possible adverse
effects in this case are outweighed by the public
benefit of restoring each of the ailing thrift institutions
to a viable condition. The Board also considered
concerns regarding concentration of resources and the
undermining of the interstate banking prohibition of
the Bank Holding Company Act and cautioned that it
would weigh these factors more heavily in any future
expansion by Citicorp into the savings and loan indus-
try through acquisition of additional institutions.

I recognize that the Board imposed a number of
conditions on its approval of the proposed acquisitions
designed to mitigate any potential adverse effects of
the applications, including requirements to assure
competitive equality and maintenance of the acquired
institutions as independent savings and loan associa-
tions devoted primarily to home mortgage lending.
While the conditions imposed by the Board are essen-
tial in mitigating potential adverse effects of the pro-
posals, in my judgment, the adverse factors present in
this case are so significant, even in light of the condi-
tions imposed by the Board, that they are not out-
weighed by the public benefits associated with revital-
izing these institutions. It is with respect to this
balancing of adverse effects and public benefits that [
disagree with the majority of the Board.

Although 1 joined the Board in its approval of
Citicorp’s acquisition of Fidelity Federal Savings and
Loan Association of San Francisco in recognition of
the substantial public benefits of that case, this pro-
posal would allow Citicorp to acquire two more major
savings and loan associations in two additional states,
institutions that have a substantial network of
branches throughout these states. In my view, the
adverse effects on the interstate banking prohibition of
the Act and the other factors specified in the Board’s
D.H. Baldwin decision are increasingly pronounced
where the same bank holding company engages in a
series of transactions involving the acquisition of
major thrift institutions across state lines. I share the
concerns expressed by many of the commenters that
approval of these applications would seriously under-
mine the Congressionally established structure of



164 Federal Reserve Bulletin [J February 1984

banking in this country as embodied in the Douglas
Amendment to the Bank Holding Company Act and
the McFadden Act.

In 1970, Congress amended the Bank Holding Com-
pany Act to authorize the Board to allow bank holding
companies to engage in a broader range of nonbanking
activities. In authorizing such an expansion, the Con-
gress expressly recognized the potential for the con-
centration of economic resources that might result
through the combination of major banking institutions
with nonbanking institutions in ‘‘power centers domi-
nating the American economy.’’! The specific inclu-
sion of the ‘‘undue concentration of resources’’ stan-
dard in section 4(c)(8) of the Act and the requirement
that Board approval of any nonbanking activity take
account of this factor reflects Congressional concern
over control of economic resources and, as the courts
have held, demands ‘“‘a more searching inquiry than
the usual antitrust considerations of ease of entry and
relative market shares.’’?

As the Board notes, Citicorp is the largest banking
organization in the United States and will, following
these acquisitions, control the fourth largest savings
and loan organization in the country as well as having
a substantial presence in the thrift institution structure
of three states. In my judgment, the concentration of
banking and economic resources resulting from these
acquisitions raises serious potential for an undue con-
centration of resources. Because of the size and mar-
ket share of the institutions involved in the present
applications and the impact of their acquisition by
Citicorp on the policies of the Act and on the structure
and federal regulation of banking in this country, I
believe that the adverse effects that the Board recog-
nized and cautioned against in its decisions are present
to such a significant extent that approval of the appli-
cations on the basis of public benefits is not warranted.

While I recognize the importance of the public
benefits of preserving the service of these thrift institu-
tions to their local communities, the Act requires the
Board to balance this benefit against possible adverse
effects. In requiring this balancing, Congress recog-
nized the importance of the public policy consider-
ations and prudential limitations embodied in the Act
and that they should not be automatically relaxed to
preserve a failing thrift institution, but only upon a
compelling showing of countervailing public benefits.
Accordingly, any bidder selected by the FHLBB as
the best solution to a failing thrift situation must, under

1. H Rep. No. 91-1744, 91st Cong., 2d Sess. 11 (1970). Sce also S.
Rep. No. 91-1084, 91st Cong., 2d Sess. 2-4 (1970).

2. Citicorp v. Board of Governors, 589 F.2d 1182 1190-1191 (2d
Cir. 1979), cert. dented, 442 U S. 929 (1979). Accord, Alabama Assn.
of Insurance Agents v. Board of Governors, 553 F.2d 224, 251 (5th
Cir. 1976), amended and rehearing denied, 558 F.2d 729 (1977), cert.
denied, 435 U.S. 904 (1978).

the express terms of the Garn-St Germain Act, meet
the net public benefits standard of the Bank Holding
Company Act. If the proposal by the successful bidder
does not meet this standard, another solution to re-
store the thrift institution to a viable condition would
have to be arranged by the FHLBB.

As the Board’s order makes clear, Congress has not
authorized the Board to review the FHLBB’s selec-
tion of the appropriate bidder. However, at the same
time, Congress did not authorize the FHLLBB to evalu-
ate, through the selection of the bidder, the effect of
the proposal on the public policies embodied in the
Bank Holding Company Act. This responsibility is
committed exclusively to the Board.

In view of the magnitude of the adverse effect of
these two acquisitions on the fundamental policies of
the Bank Holding Company Act, I cannot concur in
the majority’s finding that these proposals satisfy the
net public benefits standard of section 4(c)(8) of the
Act.

I would deny these applications.

January 20, 1984

Dissenting Statement of Governor Teeters

For the reasons stated in the dissent of Governor Rice,
I dissent from the Board’s approval of the applications
of Citicorp, New York, New York, to acquire First
Federal Savings and Loan Association of Chicago,
Chicago, Illinois, and New Biscayne Federal Savings
and Loan Association, Miami, Florida.

January 20, 1984

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

Norstar Bancorp, Inc.,
Albany, New York

Order Approving the Formation and Merger of Bank
Holding Companies and the Acquisition of
Companies Engaged in Insurance and Mortgage
Banking Activities

Norstar Bancorp, Inc., Albany, New York, a bank
holding company within the meaning of the Bank
Holding Company Act (‘‘Act’’), has applied for the
Board’s approval under section 3 of the Act (12 U.S.C.
§ 1842) to acquire Security New York State Corpora-
tion, Rochester, New York (‘‘Security’’) and thereby
indirectly acquire Security Trust Company of Roches-
ter, Rochester, New York; First Trust Union Bank,
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Wellsville, New York; The Mohawk National Bank,
Schenectady, New York; First Bank and Trust Com-
pany of Ithaca, Ithaca, New York; The Bank of
Auburn, Auburn, New York; Genesee Country Bank,
LeRoy, New York; First Bank and Trust Company of
Corning, Corning, New York; The State Bank of
Seneca Falls, Seneca Falls, New York, and Glen Bank
and Trust Company, Watkins Glen, New York. In
connection with this application, SNY Holding Corpo-
ration, Albany, New York, has applied for the Board’s
approval to become a bank holding company by merg-
er with Security.

Applicant also has applied for the Board’s approval
under section 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
Griffin Life Insurance Company, Phoenix, Arizona, a
company engaged in the reinsurance of credit-related
insurance directly related to extensions of credit by
subsidiaries of Security, and Griffley Corporation,
Rochester, New York, a company that will engage in
mortgage banking activities. These activities have
been determined by the Board to be closely related to
banking and permissible for bank holding companies
(12 C.F.R. §§ 225.4(a)(1), (3) and (10)), and this
determination has not been affected by the recent
amendments to section 4(c)(8) of the Act limiting the
permissible insurance activities of bank holding com-
panies.!

Notice of the applications, affording opportunity for
interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act
(48 Federal Register 52126 and 56850 (November 16,
1983 and December 23, 1983)). The time for filing
comments has expired, and the Board has considered
the applications and all comments received in light of
the factors set forth in section 3(¢) of the Act
(12 U.S.C. § 1842(c)) and the considerations specified
in section 4(c)(8) of the Act.

Applicant is the thirteenth largest commercial bank-
ing organization in New York with six subsidiary
banks that control aggregate deposits of $3.9 billion,?
representing 1.7 percent of total deposits in commer-
cial banks in the state.® Security is the nineteenth
largest banking organization in the state, with nine
banking subsidiaries that control aggregate deposits of
$1.4 billion, representing 0.7 percent of total deposits
in commercial banks in the state. Upon consummation
of the proposed acquisition and all planned divesti-
tures, Applicant’s share of total deposits in commer-

1. See Garn-St Germain Depository Institutions Act of 1982, Pub.
I.. No. 97-320 § 601, 96 Stat. 1469, 1536-38 (1982).

2. Unless otherwise indicated, deposit data are as of June 30, 1982,

3. Apphcant also controls Northeast Bankshares Association, Port-
land, Maine (deposits of $472.1 million as of September 30, 1983).

cial banks in the state would increase to approximately
2.4 percent, and Applicant would become the eleventh
largest commercial banking organization in the state.
In view of Applicant’s relatively small share of state-
wide deposits, it is the Board’s view that consumma-
tion of this acquisition would not have any significant
adverse effects on the concentration of commercial
banking resources in New York.

Applicant’s subsidiary banks compete directly with
Security’s subsidiary banks in four banking markets:
the Albany, Batavia, Rochester, and Syracuse banking
markets.

In the Albany banking market,* Applicant is the
market’s second largest commercial banking organiza-
tion with IPC deposits of $293.9 million,® representing
15.9 percent of 1PC deposits in commercial banks in
the market. Security is the market’s sixth largest
commercial banking organization with $108.4 million
in deposits, representing 5.9 percent of IPC deposits in
commercial banks in the market. After consummation
of the proposal, Applicant would control 21.8 percent
of IPC deposits in commercial banks in the market.

The Albany banking market is considered to be
moderately concentrated.® Although consummation of
this proposal would eliminate some existing competi-
tion between Applicant and Security in the Albany
market, the presence of 10 thrift institutions mitigates
the competitive effects of the transaction. These insti-
tutions hold combined deposits of $3.7 billion, or
approximately 68 percent of total deposits in the
market. Moreover, the three largest institutions in the
market are thrift institutions. The Board has previous-
ly indicated that thrift institutions have become, or at
least have the potential to become, major competitors
of commercial banks.” Thrift institutions already exert
a considerable competitive influence in the market as
providers of NOW accounts and consumer loans. In
addition, thrift institutions are engaged in the business
of making commercial loans and providing an alterna-
tive for such services in the Albany market. Based
upon the number, size and market shares of thrift
institutions in the Albany market, the Board has

4. The Albany banking market 1s approximated by Albany, Sche-
nectady, and Rensselaer Counties and the towns of Ballston, Charl-
ton, Chifton Park, Galway, Halfmoon, Malta, Mechanicsville, Milton,
Stillwater, and Waterford in Saratoga County.

5. Market deposit data refer only to depostts of individuals, part-
nerships and corporations (IPC deposits™).

6. The Herfindahl-Hirshman Index (*‘HHI"") in the market 1s 1318
and would increase by 146 points to 1464 upon consummation of the
proposal. Under the Department of Justice’s Merger Guidelines, a
market in which the post-merger HHI is between 1000 and (800 15
constdered moderately concentrated. In such markets, the Depart-
ment is likely to challenge a meiger that produces an increase n the
HHI of mote than 100 ponts.

7. Comerica, Inc., 69 FEDERAL RLSERVE BUILETIN 797 (1983);
General Bancshares Corporation, 69 FEDERAL RESERVE BULIEITIN
802 (1983); First Tennessee National Corporation, 69 FEDERAL RE-
SERVE BULIT 1IN 298 (1983).
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concluded that thrift institutions exert a significant
competitive influence that substantially mitigates the
anticompetitive effects of this proposal.?

In the Batavia banking market, Applicant is the
fourth largest of six commercial banking organiza-
tions, with total deposits of $48.8 million, representing
16.5 percent of the total deposits in commercial banks
in the market.® Security is the market’s third largest
commercial banking organization, with $58.5 million in
deposits, representing 19.8 percent of the total depos-
its in commercial banks in the market. The market is
highly concentrated, with an HHI of 2055 and the four
largest commercial banking organizations controlling
87.2 percent of deposits in commercial banks in the
market. A combination of Applicant and Security in
the market would result in a single banking organiza-
tion controlling 36.7 percent of the total deposits in
commercial banks in the market. Consummation of the
proposal would increase the market’s four-firm con-
centration ratio from 87.2 percent to 96.6 percent and
increase the HHI by 668 points to 2723.

In order to minimize the competitive effects of the
proposal in the Batavia market, Applicant proposes to
divest four branches to two unaffiliated banks that are
already represented in the market. These branches
have deposits of $48.2 million, representing 16.3 per-
cent of market deposits. After the proposed divesti-
ture, Applicant would control approximately 20 per-
cent of total deposits in commercial banks in the
market.

Although an acquisition of the size proposed nor-
mally would cause concern, the Board believes that
the proposed divestitures mitigate the anticompetitive
effects of the proposal in the Batavia banking market.
Applicant effectively would assume Security’s market
share and market concentration would not increase
significantly. Although Applicant would divest the
deposits of its branches to two commercial banking
organizations already in the market, the resulting
market shares of these institutions would be 16.2
percent and 13.1 percent. Thus, the proposal would
result in a market of more equally sized competitors.
Applicant has committed that the proposed divesti-
tures will take place on or before consummation of the
proposed merger.!?

8. If thrift institutions in the Albany banking market were included
in the calculation of market concentration, the share of total deposits
held by the four largest organizations in the market (three of which are
thrift institutions) would be 53.3 percent and Applicant’s share of
deposits would decrease to 7.3 percent. The HHI would increase by
only 21 points to 1003.

9. The Batavia banking market is defined as Genesee County,
excluding the town of Bergen, and the towns of Attica, Bennington,
Covington, and Middlebury in Wyoming County.

10. The Board’s policy with regard to competitive divestitures
requires that divestitures intended to cure the anticompetitive effects
resulting from a merger or acquisition occur on or before the date of
consummation of the merger to avoid the existence of anticompetitive

In addition to the five banks that would remain in
the market after consummation of the proposal, three
thrift institutions, controlling 22.4 percent of the mar-
ket's total deposits, operate in the market. The pres-
ence of these institutions further mitigates the anti-
competitive effects of the proposal in the Batavia
market.!" Accordingly, the Board finds that consum-
mation of this proposal would have no significant
adverse competitive effect in the Batavia market.

The Rochester banking market also is highly con-
centrated, with an HHI of 1983 and the four largest
commercial banking organizations controlling 77.1
percent of total deposits in commercial banks in the
market. 2 Security controls the fourth largest commer-
cial barnking organization in the market with 12.4
percent of market deposits. Applicant controls less
than one percent of market deposits. After consumma-
tion, Applicant would assume Security’s rank as the
fourth largest commercial banking organization in the
market, with a market share of approximately 13.4
percent. Thirteen commercial banks would continue to
operate in the market after consummation of the
proposal and the HHI would increase by only 22
points. Accordingly, the Board believes that consum-
mation of the proposal would have no significant
adverse effect on existing competition in the Rochester
market.

In the Syracuse banking market, the four largest
commercial banking organizations control 79.5 per-
cent of deposits in commercial banks in the market and
the market HHI is 1709.1* Applicant is the seventh
largest commercial banking organization in the market
and controls 2.1 percent of total deposits in commer-
cial banks in the market. Security is the fifteenth
largest commercial banking organization in the market
and controls 0.3 percent of market deposits. Upon
consummation, Applicant’s rank would remain un-
changed and its market share would increase to 2.4
percent. The HHI would increase by only one point to
1710 as a result of the proposal. Accordingly, the

effects. See Barnett Banks of Florida, Inc., 68 FEDERAL RESERVE
BULLETIN 190 (1982); InterFirst Corporation, 68 FEDERAL RESERVE
BULLETIN 243 (1982).

11. If thrift institutions in the Batavia banking market were includ-
ed in the calculation of market concentration, the share of total
deposits held by the four largest organizations in the market would be
70.6 percent. Applicant’s share of total market deposits would be 15.7
and the HHI would increase by 41 points to 1550.

12. The Rochester banking market is defined as Monroe and Wayne
Counties; Livingston County excluding the towns of Nunda, Ossian,
and Portage; Orleans County excluding the town of Shelby, and the
town of Bergen in Genesee County.

13. The Syracuse banking market is defined as Onondaga and
Oswego Counties, and the towns of Cazenovia, De Ruyter, Fenner,
Georgetown, Lenox, Nelson, and Sullivan in Madison County.
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Board concludes that consummation of this proposal
would not have an adverse effect on existing competi-
tion in the Syracuse banking market.

The Board has considered the effects of this propos-
al on probable future competition in the 27 markets in
which Applicant and Security do not compete directly.
The Board has also examined the proposal in light of
its proposed guidelines for assessing the competitive
effects of market extension mergers and acquisitions. 4
In evaluating the effects of a proposed merger or
consolidation upon probable future competition, the
Board considers market concentration, the number of
probable future entrants into the market, the size of
the bank to be acquired, and the attractiveness of the
market for entry on a de novo or foothold basis absent
approval of the acquisition. All of the markets in
question have more than six probable future entrants.
In addition, nine of these markets are small markets,
as defined by the guidelines, and of the remaining 18
markets, 10 are unconcentrated as measured by the
guidelines. In none of these markets would the pro-
posed merger require intensive analysis under the
Board’s proposed guidelines. After consideration of
these factors in the context of the specific facts of this
case, the Board concludes that consummation of this
proposal would not have any significant adverse ef-
fects on probable future competition in any relevant
market.

The financial and managerial resources of Appli-
cant, and its subsidiaries are regarded as satisfactory,
and their future prospects appear favorable. In addi-
tion, Applicant plans to inject additional capital into
Security’s lead bank. Accordingly, considerations re-
lating to banking factors are consistent with approval.
Considerations relating to the convenience and needs
of the communities to be served also are consistent
with approval of the application.

Applicant also has applied, pursuant to section
4(c)(8) of the Act, to acquire Griffin Life Insurance
Company, Phoenix, Arizona (“‘Griffin’’), a wholly-
owned subsidiary of Security, which engages in the
reinsurance of credit related insurance made by Secur-
ity’s subsidiary banks or its other subsidiaries. Al-
though Applicant currently engages in the reinsurance
of credit related insurance, no adverse competitive
effect would result from this acquisition because the
activities of Griffin would be limited to insurance

14. *‘Policy Statement of the Board of Governors of the Federal
Reserve System for Assessing Competitive Factors Under the Bank
Merger Act and the Bank Holding Company Act,”” 47 Federal
Register 9017 (March 3, 1982). While the proposed policy statement
has not been adopted by the Board, the Board is using the pohcy
guidelines as part of its analysis of the effect of a proposal on probable
future competition.

directly related to extensions of credit made by the
subsidiaries of Security and Norstar, Applicant also
has applied to acquire Griffley Corporation, Roches-
ter, New York (‘“‘Griffley’’), a company that will
engage in mortgage banking activities, serving the
State of New York. Applicant presently engages in
mortgage banking activities through its subsidiary,
Norstar Mortgage Services, Inc. Griffley has not been
active in mortgage banking activitics for a number a
years and thus its acquisition by Norstar will not
eliminate any significant competition in this area.

Accordingly, it does not appear that Applicant’s
acquisition of Griffin or Griffley would have any
significant adverse effect upon existing or potential
competition. Furthermore, there is no evidence in the
record to indicate that approval of this proposal would
result in undue concentration of resources, decreased
or unfair competition, conflicts of interests, unsound
banking practices or other adverse effects on the
public interest. Accordingly, the Board has deter-
mined that the balance of the public interest factors it
must consider under section 4(c)(8) of the Act is
favorable and consistent with approval of the applica-
tion to acquire Griffin and Griffley.

Based on the foregoing and the facts of record, the
Board has determined that the applications under
sections 3 and 4 of the Act should be and hereby are
approved. This determination is subject to the condi-
tion that completion of the planned divestitures take
place on or before the date of consummation of the
acquisition. The acquisition of Security shall not be
consummated before the thirtieth calendar day follow-
ing the effective date of this Order or later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Reserve Bank of New York pursuant to
delegated authority. The determinations as to Appli-
cant’s nonbanking activities are subject to the condi-
tions set forth in section 225.4(c) of Regulation Y
(12 CFR § 225.4(¢)) and to the Board’s authority to
require such modification or termination of the activi-
ties of a holding company or any of its subsidiaries as
the Board finds necessary to assure compliance with
the provisions and purposes of the Act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

By order of the Board of Governors, effective
January 23, 1984.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Partee, Rice, and Gramley. Voting against
this action: Governor Teeters. Governor Wallich abstained
from the insurance portions of these applications.

JAMES MCAFEE,

[SEAL] Associate Secretary of the Board
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FEDERAL RESERVE ACT ORDERS ISSUED BY THE
BOARD OF GOVERNORS

Orders Issued Under Section 25 of Federal
Reserve Act

Citibank Overseas Investment Corporation,
Wilmington, Delaware

Order Approving Additional Activity Abroad

Citibank Overseas Investment Corporation (“‘COIC"),
Wilmington, Delaware, has applied for the Board’s
consent under section 25(a) of the Federal Reserve Act
(12 U.S.C. § 615(c)) and section 211.5(d) of the
Board’s Regulation K (12 C.F.R. § 211.5(d)) to retain
the shares of its subsidiary, Citibank Assurance Com-
pany Limited (‘*Assurance’’), London, England, after
Assurance engages in the general activity of under-
writing life insurance in the United Kingdom.! Assur-
ance currently has authority to underwrite in the
United Kingdom any life insurance that is related to an
extension of credit made by the Citicorp organization
or by unaffiliated lenders.?

COIC is a corporation organized under section 25(a)
of the Federal Reserve Act (an ‘‘Edge Corporation’’)
and is wholly-owned by Citibank, N.A., New York,
New York. Citibank is a wholly-owned subsidiary of
Citicorp, New York, New York, which is the largest
commercial banking organization in the United States
with consolidated assets of $130.9 billion as of June 30,
1983,

In reviewing proposals by U. S. banking organiza-
tions to engage in activities overseas, the Board has
recognized that in other banking and financial sys-
tems, local institutions are often permitted to engage in
activities that would not be permissible for United
States banking organizations under applicable United
States laws and regulations. In the Edge Act and the
Bank Holding Company Act, the Board has been
granted authority to permit activities abroad that are
generally not authorized in the United States for bank
holding companies. In the exercise of that authority,
the Board has adhered to the policy that the foreign
activities that it authorizes should be of a banking or
financial, as opposed to commercial, nature, or that
such activities should be usual in connection with
banking or other financial operations abroad. The

Assurance will be transferred from COIC to Citicorp within three
months after Assurance engages in this activity.
2. Letter dated April 22, 1982, to Citibank.

Board may also consider whether conduct of the
activity will enable the U. S. banking organization to
compete effectively with foreign organizations. In ad-
dition, the Board takes into account whether the
performance of the activity by a United States banking
organization overseas is consistent with the prudent
conduct and management of the company’s banking
and nonbanking operations, and the effect of the
activity on the capital and managerial resources of the
U. S. banking organization.

The list of permissible activities in Regulation K
includes the underwriting of credit life insurance and
credit accident and health insurance that is related to
extensions of credit by the investor or its affiliates
(12 C.F.R. § 211.5(d)(5)). The general activity of
underwriting life insurance is not included in the list.

In support of its request for approval of this applica-
tion, COIC contends that engaging in underwriting life
insurance in the United Kingdom is financial in nature
because life insurance policies are an important sav-
ings vehicle in the United Kingdom, are often related
to lending activities, and are included in packages of
consumer financial services offered by banks and
other United Kingdom financial institutions. COIC has
also provided information demonstrating that there are
at least nine instances of affiliations in the United
Kingdom between banks, including two major clearing
banks, or licensed deposit takers, and life insurance
underwriters. In addition, underwriters holding ap-
proximately 20 percent of the life insurance funds in
the United Kingdom are affiliated with depository
institutions. In light of all the facts of record, including
the participation of U, K. banking organizations in this
activity, the Board concludes that the general activity
of underwriting life insurance in the United Kingdom
can be considered usual in connection with banking or
other financial operations in the United Kingdom.

In assessing the risks to U. S. banking organizations
from performance of this activity, the Board is of the
view that the application of prudent underwriting
practices can serve to reduce many of the risks in-
volved in insurance underwriting. Nevertheless, the
experience of U.S. banking organizations with such
activities is limited, and the Board believes that, at
least in the initial period, the magnitude of such
activities should remain within reasonable limits in
relation to the overall operations of U.S. banking
organizations. In this regard, the Board considered as
significant that Assurance is a relatively small compa-
ny that appears to be adequately capitalized; that
Citicorp indicated, and the record reflects, that Assur-
ance would require no additional capital over the next
three years; and that the projected growth of Assur-
ance will be moderate. In the future, the Board intends
to consider whether to place some limitations on the
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size of a U. S. banking organization’s aggregate over-
seas insurance underwriting activities.?

With respect to the investments that may be made
by Assurance, Regulation K itself restricts to a 20
percent, noncontrolling interest an investor’s share-
holding in any foreign company that engages in activi-
ties that are not otherwise authorized by Regulation
K.* Therefore, any investments made by Assurance in
the shares of companies in the course of investing
funds generated by its life underwriting business are
subject to this limit, affording through portfolio diver-
sification some measure of protection against risks
associated with the investment activities of life insur-
ance underwriters.

In acting on the application, the Board also relied on
the fact that COIC has indicated that the ownership of
Assurance will be transferred from COIC, a Citibank
subsidiary, to Citicorp itself. Holding company owner-
ship would have the effect of automatically applying
the quantitative limits and collateral requirements of
section 23A of the Federal Reserve Act (12 U.S.C.
§ 371c¢) to covered transactions between Citibank and
Assurance.’

3. In this connection, the Board noted that Congress has under
consideration whether and to what extent U. S. banking organizations
may be permitted to engage in insurance underwriting in the United
States.

4. 12 C.F.R. § 211.5(b)(inn). This section also limits the total amount
invested 1n all nonconforming portfolio investments to 100 percent of
the investor's capital and surplus.

5. The Board has determined, pursuant to its authority under
section 23A of the Federal Reserve Act (12 U.S8.C. § 371c(b)(1XE) and

The size of the proposed investment, as well as of
Assurance itself, the restrictions on affiliate transac-
tions, the fact that life insurance underwriting is a
regulated and supervised activity in the United King-
dom, and the ongoing supervision of Citicorp pursuant
to the Bank Holding Company Act, would appear to
be adequate to ensure that the conduct of this activity
would not result in undue risk to the Citicorp organiza-
tion.

Based on the foregoing and other considerations
contained in the record, and in reliance on all of the
factors specified above, the Board has concluded that
the proposed activity in the circumstances of this case
may be considered usual in connection with the trans-
action of banking or other financial operations in the
United Kingdom, and that its performance by a sub-
sidiary of Citicorp would not be inconsistent with the
supervisory purposes of the Bank Holding Company
Act. Accordingly, the application is approved.

By order of the Board of Governors, effective
January 10, 1984,

Voting for this action: Chairman Volcker and Governors
Wallich, Partee, Rice, and Gramley. Absent and not voting:
Governors Martin and Teeters.

WILLIAM W. WILES,

[SEAL] Secretary of the Board

(e)(1)), that untid the transfer of Assurance to Citicorp takes place, all
covered tiansactions between Citibank and Assurance will be subject
to the provisions of section 23A.

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Board of Governors

During January 1983 the Board of Governors approved the applications listed below. Copies are available upon
request to Publications Services, Division of Support Services, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551.

Section 3

Applicant

Baldwin Bancshares, Inc.,
Baldwin, Wisconsin

First Frederick Corporation,
Frederick, Oklahoma

Mercantile Texas Corporation,
Dallas, Texas

First National Bank of Baldwin,
Baldwin, Wisconsin

First National Bank in Hobart,
Hobart, Oklahoma

Capital Bank-Greens Parkway, N.A.

Houston, Texas

Board action
(effective
date)

Bank(s)

January 16, 1984

January 26, 1984
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By Federal Reserve Banks

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

Section 3

Applicant

ADM Bancorp, Inc.,
Kansas City, Kansas

ASB Corporation,
Tulsa, Oklahoma

BancHills BanCorp, Inc.,
Austin, Texas

Benton State Bankshares, Inc.,
Benton, Arkansas

BSP Bancorp,
San Pedro, California

Centennial Bancshares, Inc.,
Mission, Kansas

Central Bancorp, Inc.,
Danville, Indiana

Citizens Financial Group, Inc.,
New Haven, Missouri

Citizens Independent Bancorp,
Huntsville, Alabama

The Colonial BancGroup, Inc.,
Montgomery, Alabama

Commercial Bancshares, Inc.,
Houston, Texas

Community Holding Company,
Inez, Kentucky

Decatur Bancshares, Inc.,
Greensburg, Indiana

Farmers Bancshares, Inc.,
Center, Texas

Farmers Holding Company,
Jacksonville, Illinois

Farmers & Merchants Banc-
shares, Inc.,
Adel, Georgia

Financial Center Bancorp,
San Francisco, California

Financial Group Dawson, Inc.,
Dawson, Nebraska
Financial Group Elk Creek,
Inc.,
Elk Creek, Nebraska

Bank(s)

Arrowhead State Bank of Kansas
City,
Kansas City, Kansas

American State Bank,
Tulsa, Oklahoma

Bank of the Hills,
Austin, Texas

Benton State Bank,
Benton, Arkansas

Bank of San Pedro,
San Pedro, California

Mission Bancshares, Inc.,
Mission, Kansas

The First National Bank of Dan-
ville,
Danville, Indiana

Citizens Bank of New Haven,
New Haven, Missouri

Citizens Independent Bank,
Huntsville, Alabama

The Bank of Huntsville,
Huntsville, Alabama,

Citizens National Bank of Opp,
Opp, Alabama

Park Tower National Bank,
Houston, Texas

Inez Deposit Bank,
Inez, Kentucky

Decatur County Bank,
Greensburg, Indiana

Farmers State Bank,
Center, Texas

The Farmers State Bank and
Trust Company,
Jacksonville, Illinois

The Farmers & Merchants Bank,

Adel, Georgia

The Financial Center Bank,
N.A.,
San Francisco, California

The Dawson Bank,
Dawson, Nebraska

State Bank of Elk Creek,
Elk Creek, Nebraska

Reserve
Bank

Kansas City

Kansas City
Dallas

St. Louis

San Francisco
Kansas City

Chicago

St. Louis
Atlanta

Atlanta

Dallas
Cleveland
Chicago
Dallas

St. Louis

Atlanta

San Francisco

Kansas City

Kansas City

Effective
date

Deceﬁber 29, 1983

January 16, 1984
December 30, 1983
December 27, 1983
December 30, 1983
January 6, 1984

January 5, 1984

January 13, 1984
January 17, 1984

December 30, 1983

January 17, 1984
December 30, 1983
January 13, 1984
December 23, 1983

January 20, 1984
December 30, 1983
January 19, 1984

January 9, 1984

January 9, 1984
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Section 3

Applicant

Financial Group Humboldt,
Inc.,
Humboldt, Nebraska

First Charlestown Corporation,
Charlestown, Indiana

First Freeport Corporation,
Freeport, Illinois

First Geary Corporation,
Geary, Oklahoma

First Groesbeck Holding Com-
pany,
Groesbeck, Texas

First Harvey Bancorporation,
Inc.,
Harvey, North Dakota

First Illinois Bancorp, Inc.,
Galesburg, Illinois

First Illinois Bancorp, Inc.,
Manchester, Missouri

First Michigan Bank Corpora-
tion,
Zeeland, Michigan

First Paragould Bankshares,
Inc.,
Paragould, Arkansas

First Preston Bancshares of
West Virginia, Inc.,
Terra Alta, West Virginia

First Sharp County Bancshares,
Inc.,
Ash Flat, Arkansas

First Winters Holding
Company,
Winters, Texas

F & M Bancorporation, Inc.,
Kaukauna, Wisconsin

F&M Bank Holding Company,
Cooperstown, North Dakota

Home State Bank and Trust
Company,
Humboldt, Nebraska

The First National Bank of Clark
County,
Charlestown, Indiana

Mount Carroll National Bank,
Mount Carroll, Illinois

Stockton Bancorp, Inc.,
Stockton, Illinois

Warren Bancorp, Inc.,
Warren, Illinois

Geary Bancshares, Inc.,
Geary, Oklahoma

The First National Bank of
Geary,
Geary, Oklahoma

First National Bank,
Groesbeck, Texas

First State Bank of Harvey,
Harvey, North Dakota

First Galesburg National Bank
and Trust Company,
Galesburg, lllinois

Monroe National Bank of Colum-
bia,

Columbia, Illinois

FMB-First Michigan Bank-
Grand Rapids,

Grand Rapids, Michigan

First National Bank,
Paragould, Arkansas

First National Bank of Terra
Alta,
Terra Alta, West Virginia
First National Bank of Sharp
County,
Ash Flat, Arkansas
The Security State Bank,
Wingate, Texas

State Bank of Hilbert,
Hilbert, Wisconsin

Farmers and Merchants Bank in
Cooperstown,
Cooperstown, North Dakota

Kansas City

Reserve
Bank
St. Louis

Chicago

Kansas City

Dallas
Minneapolis
Chicago

St. Louis
Chicago

St. Louis
Richmond
St. Louis
Dallas

Chicago

Minneapolis

Effective
date

January 9, 1984
January 18, 1984

January 16, 1984

December 23, 1983

December 23, 1983
January 16, 1984
January 4, 1984
January 11, 1984
January §, 1984
January 16, 1984
January 17, 1984
December 29, 1983
December 20, 1983

January 10, 1984

January 6, 1983
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Section 3

Applicant
General Bancshares Corpora-
tion,
St. Louis, Missouri

Gulf National Bancorp, Inc.,
Lake Charles, Louisiana

Hazen Bancorporation, Inc.,
Hazen, North Dakota
Henderson Bancorporation,
Inc.,
Henderson, Minnesota
The Heritage Group, Inc.,
Woodridge, Illinois
Hoosier Hills Financial Corpo-
ration,
Osgood, Indiana
Kerens Financial, Inc.,
Kerens, Texas

Lingle Valley Banc-Shares,
Lingle, Wyoming

Marytown Bancshares, Inc.,
New Holstein, Wisconsin

Merchants Bancorp, Inc.,
Aurora, Illinois

Midwest Bancshares, Inc.,
Park Forest South, Iilinois

Mission-Valley Bancorp,
Fremont, California

NCB Inc.,
Englewood, Colorado

Nodaway Valley Bancshares,
Inc.,
Maryville, Missouri

North Missouri Bancorp, Inc.,
LaBelle, Missouri

Northern Highlands Bancorpor-
ation, Inc.,
Mercer, Wisconsin

Bank(s)

Effective

General Bancshares Corporation
of Illinois,
Belleville, lllinois

The Charleston National Bank,
Charleston, Illinois

Ashmore State Bank,
Ashmore, Illinois

Gulf National Bank at Lake
Charles,
Lake Charles, Louisiana

Union State Bank of Hazen,
Hazen, North Dakota

The Sibley County Bank,
Henderson, Minnesota

Heritage Bank of Woodridge,
Woodridge, Illinois

The Ripley County Bank,
Osgood, Indiana

Kerens Bancshares, Inc.,
Kerens, Texas

The First State Bank of Kerens,
Kerens, Texas

Lingle State Bank,
Lingle, Wyoming

Farmers & Merchants Bank,
Marytown, Wisconsin

First American Bank of Aurora,
Aurora, Illinois

Heritage Bank of Park Forest
South,
Park Forest South, Illinois

Bank of Pleasanton,
Pleasanton, California

Commercial Bank of Fremont,
Fremont, California

The National City Bank of
Denver,
Denver, Colorado

Nodaway Valley Bank,
Maryville, Missouri

The Citizens Bank of Edina,
Edina, Missouri

LaBelle Bancshares, Inc.,
LaBelle, Missouri

Northern Highlands State Bank,
Mercer, Wisconsin

Minneapolis

Minneapolis

Chicago

Chicago

Dallas

Kansas City

Chicago

Chicago

Chicago

San Francisco

Kansas City

Kansas City

St. Louis

Minneapolis

Reserve
Bank date
St. Louis Janua;y 10, 19é4‘1m
Atlanta January 16, 1984

January 6, 1984

January 20, 1984

December 30, 1983

January 12, 1984

December 30, 1983

January 4, 1984

January 12, 1984

January 3, 1984

December 28, 1984

January 16, 1984

January 16, 1984

December 27, 1983

January 13, 1984

January 12, 1984
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Section 3

Applicant

Northshore Bancshares, Inc.,
Houston, Texas

NW Services Corporation,
Ringgold, Georgia

0ld Stone Corporation,
Providence, Rhode Island

Peoples Bank Corporation,
Mountain Home, Arkansas

Peoples First National Banc-
shares, Inc.,
North Miami Beach, Florida

Poth Bancorporation, Inc.,
Poth, Texas

Potomac Bancorp, Inc.,
Springfield, Illinois

Rio Grande Bancshares, Inc.,
Las Cruces, New Mexico

Riverdale Bancorporation, Inc.,
Riverdale, Illinois

Robanco Financial Corp.,
Rochester, Indiana

South Central Illinois Bancorp.,
Effingham, Hlinois

Spurgeon Financial Corpora-
tion,
Spurgeon, Indiana
State National Bancorp of
Frankfort, Inc.,
Frankfort, Kentucky
Tallahatchie Holding Company,
Charleston, Mississippi
TC Bankshares, Inc.,
North Little Rock, Arkansas

Texana Bancshares, Inc.,
Hamilton, Texas

Twin City Bancshares, Inc.,
North Little Rock, Arkansas

Urban Bancshares, Inc.,
Kansas City, Missouri

Vermillion Bancshares, Inc.,
Vermillion, Minnesota

Zachary Bancshares, Inc.,
Zachary, Louisiana

Bank(s)

La Marque Bank,
La Marque, Texas

Northwest Georgia Bank,
Ringgold, Georgia

Old Stone Mortgage Corporation,
Seattle, Washington

Peoples Bank & Trust Company,
Mountain Home, Arkansas

Peoples First National Bank,
North Miami Beach, Florida

The First National Bank of Poth,
Poth, Texas

Goodwine State Bank,
Potomac, Illinois

First State Bank of Silver City,
Silver City, New Mexico

Heritage/Glenwood Bank,
Glenwood, Illinois

The First National Bank of
Rochester,
Rochester, Indiana

The First National Bank of
Effingham,
Effingham, Illinois

The Spurgeon State Bank,
Spurgeon, Illinois

The State National Bank of
Frankfort,
Frankfort, Kentucky
Tallahatchie County Bank,
Charleston, Mississippi
Citizens Bank and Trust
Company,
Flippin, Arkansas
Texana National Bank of Belton,
Belton, Texas
Twin City Bank,
North Little Rock, Arkansas
Missouri Bank and Trust
Company of Kansas City,
Kansas City, Missouri
Vermillion State Bank,
Vermillion, Minnesota
Bank of Zachary,
Zachary, Louisiana

Reserve
Bank

Dallas
Atlanta
Boston
St. Louis

Atlanta

Dallas
Chicago
Dallas
Chicago

Chicago

St. Louis
St. Louis
St. Louis

St. Louis

St. Louis

Dallas
St. Louis

Kansas City

Minneapolis

Atlanta

Effective
date

December 28, 1983

December 23, 1983
January 3, 1984
December 29, 1983

December 29, 1983

December 30, 1983
January 20, 1984
January 20, 1984
January 18, 1984

December 28, 1983

January 4, 1984

December 30, 1983

January 10, 1984

January 13, 1984

December 22, 1983

January 5, 1984
December 21, 1983

December 27, 1983

December 30, 1983

January 11, 1984
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Section 4

Applicant

Bank of Boston Corporation,
Boston, Massachusetts
Grant Bancshares, Inc.,

Grant, Nebraska

Manufacturers Hanover

Corporation,

New York, New York

South Carolina National

Corporation,

Columbia, South Carolina
Southern Bancorporation, Inc.,
Greenville, South Carolina

Sections 3 and 4

Reserve

Nonbanking Effective
company Bank date
Quissett Corporation, Boston January 13, 1984

Cambridge, Massachusetts

Service Insurance Agency, Inc.,
Imperial, Nebraska

Wells Fargo Bank, N.A.,
San Francisco, California
to engage in corporate trust and
agency operations

Union Finance Corporation-
Emporia, Virginia Branch,
Emporia, Virginia

Master Loan Service of Houston,
Inc.,
Houston, Texas

Applicant

Bank(s)/Nonbanking
company

Cornbelt Bancorporation,
Correctionville, Jowa

Eberly Investment Co.,
Stanton, Nebraska

First Hysham Holding

Company,

Hysham, Montana

Herman First National Agency,

Inc.,

Herman, Minnesota

Mid-Nebraska Bancshares, Inc.,

Ord, Nebraska

Titonka Bancshares, Inc.,

Titonka, lowa

Tipton Bancshares, Inc.,
Tipton, Oklahoma

Corn Belt State Bank,
Correctionville, Iowa
general insurance activities
The Stanton National Bank,
Stanton, Nebraska
Stanton National Insurance
Agency,
Stanton, Nebraska
The First National Bank In
Hysham,
Hysham, Montana
general insurance activities
The First National Bank of
Herman,
Herman, Minnesota
general insurance agency activi-
ties
Wolbach Insurance Agency, Inc.,
Wolbach, Nebraska
Broken Bow Enterprises, Inc.,
Broken Bow, Nebraska
Titonka Savings Bank,
Titonka, Iowa
Boyken Insurance Agency, Inc.,
Titonka, Iowa
Tipton Bancorporation, Inc.,
Tipton, Oklahoma
First Tipton Business Trust,
Tipton, Oklahoma

Kansas City

New York

Richmond

Richmond

Reserve
Bank

. Chicago

Kansas City

Minneapolis

Minneapolis

Kansas City

Chicago

Kansas City

December 30, 1984

January 9, 1984

December 29, 1984

January 23, 1984

Effective
date

January 11, 1984

January 9, 1984

January 6, 1984

January 18, 1984

December 20, 1983

December 27, 1983

January 6, 1984
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ORDERS APPROVED UNDER BANK MERGER ACT

By the Board of Governors

Applicant

Central Trust Company,
Rochester, New York

By Federal Reserve Banks

Applicant

Citizens Bank bt' New Haven,

New Haven, Missotri Haven,

Genesee Country Bank,
LeRoy, New York

Bank

Citizens Interim Bank of New

Effective

Bank date

January 26, 1984

Reserve Eftective
Bank date
St. Louis January 13, 1984

New Haven, Missouri

PENDING CASES INVOLVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the Federal Reserve Banks in which the Board of

Governors is not named a party.,

Independent Insurance Agents of America, Inc. and
Independent Insurance Agents of Missouri, Inc. v.
Board of Governors, filed June 1983, U.S.C.A. for
the Eighth Circuit (two cases).

The Committee for Monetary Reform, et al., v. Board
of Governors, filed June 1983, U.S.D.C. for the
District of Columbia.

Dakota Bankshares, Inc. v. Board of Governors, filed
May 1983, U.S.C.A. for the Eighth Circuit.

Jet Courier Services, Inc., et al. v. Federal Reserve
Bank of Atlanta, et al. filed February 1983,
U.S.C.A. for the Sixth Circuit.

Securities Industry Association v. Board of Gover-
nors, et al., filed February 1983, U.S.C.A. for the
Second Circuit.

Flagship Banks, Inc. v. Board of Governors, filed
January 1983, U.S.D.C. for the District of Colum-
bia.

Flagship Banks, Inc. v. Board of Governors, filed
October 1982, U.S.D.C. for the District of Colum-
bia.

Association of Data Processing Service Organiza-
tions, Inc., et al. v. Board of Governors, filed
August 1982, U.S.C.A. for the District of Columbia.

Richter v. Board of Governors, et al. filed May 1982,
U.S.D.C. for the Northern District of 1llinois.

Wyoming Bancorporation v. Board of Governors, filed
May 1982, U.S.C.A. for the Tenth Circuit.

First Bancorporation v. Board of Governors, filed
April 1982, U.S.C.A. for the Tenth Circuit.

Charles G. Vick v. Paul A. Volcker, et al., filed March
1982, U.S.D.C. for the District of Columbia.

Jolene Gustafson v. Board of Governors, filed March
1982, U.S.C.A. for the Fifth Circuit.

Edwin F. Gordon v. Board of Governors, et al., filed
October 1981, U.S.C.A. for the Eleventh Circuit
(two consolidated cases).

Allen Wolfson v. Board of Governors, filed September
1981, U.S.D.C. for the Middle District of Florida.
Bank Stationers Association, Inc., et al. v. Board of
Governors, filed July 1981, U.S.D.C. for the North-

ern District of Georgia.

Public Interest Bounty Hunters v. Board of Gover-
nors, et al., filed June 1981, U.S.D.C. for the
Northern District of Georgia.

First Bunk & Trust Company v. Board of Governors,
filed February 1981, U.S.D.C. for the Eastern Dis-
trict of Kentucky.
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9 to 5 Organization for Women Office Workers v. A. G. Becker, Inc. v. Board of Governors, et al., filed

Board of Governors, filed December 1980, October 1980, U.S.C.A. for the District of Colum-
U.S.D.C. for the District of Massachusetts. bia.

Securities Industry Association v. Board of Gover- A. G. Becker, Inc. v. Board of Governors, et al., filed
nors, et al., filed October 1980, U.S.C.A. for the August 1980, U.S.C.A. for the District of Columbia.
District of Columbia. Berkovitz, et al. v. Government of Iran, et al., filed

June 1980, U.S.D.C. for the Northern District of
California.
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1.10  MONETARY AGGREGATES AND INTEREST RATES

Domestic Financial Statistics A3

Monetary and credit aggregates
(annual rates of change, seasonally adjusted in peicent)!

Ttem 1983 1983
Q1 Q2 Q3 Q4 Aug Sept. QOct. Nov Dec.
Reserves of tlepomory mstiutions
P Total ...... . .. ... o 41 124 4.7 -2.1 -14 7 -3.0 -6.9 5.8
2 Required ..., 3.8 12.6 46 ~26 =15 =18 -32 -78 49
3 Nonborrowed. ... . ... ... ... .. ... 3.5 62 18 4.9 —6.6 42 167 91 103
4 Monetary base?.. ... .. ..., ... 95 111 76 74 64 91 76 61 64
Conc epl\ af money and Ilqmd assets?
% & N R 14.1 12.2 89 21 28 9 1.9 9r 65
6 M2 .. .. 203 10.1 78 70 6.0 4.8 9.1 7.2 5.5
7 M3 PN 10.2 8.1 8.4 9.0 8.6 7.60 8.6" 11.9r 6.6
§L ... 10.87 9.8 108 n.a "o 8.4" 66" na na
Time and savings deposits
Commercial banks
9 Total ... L e e 14.2 30 61 72 57 6.0 31 138 97
10 Savings* .. ... .. .. L. L -43 4 -148 —6.8 -95 -11.2 -87 - 105 -79 ~115
11 Smali-denomination times .. ..o . ceien aenin —48.5 24.1 149 20.1 224 173 231 217 93
12 Large-denonunation timeé ..., -53.9 —248 -85 -42 -29 -38 -216 12 145
13 Thnft institutions? 121 16.0 137 115 13§ 12.5 130 97 59
14 Total Joans and securities at commercial banks8 . .. 109 9.9 8.6 zs 1.2 4.9 9.9 13.7 12.9
Interest rates (levels, percent per annum)
1983 1983 1984
qt Q2 Q3 Q4 Sept. Oct. Nov. Dec. Jan
Short-term rates
15 Federal funds®, . e 8.65 8.80 9 46 943 9 45 9 48 9 34 9.47 9 56
16 Discount window borrowing!® ... ..l 8 50 8.50 8.50 8.50 8 50 8.50 8.50 8.50 8.50
17 Treasury bills (3-month, sc(,onddl‘y mdrket)“ 8.1t 8 40 914 8 80 9 00 8 64 876 900 8 90
18 Commercial paper (3-month)!1.12 8.34 8.62 3 9.21 924 899 910 9.53 9.20
Long-term rates
Bonds "
19 U.S. government'' ... 1087 1081 179 19| 103 1177 1.92 12 02 1182
20 State and local government™® ... L 943 923 9.61 9.77 9 S8 966 975 9 89 9.63
21 A-rated utility (fCCkag Uﬂefcd) ---------------- 1270 1212 12,96 13.14| 12,53 12.43 12.64 12.62 12.99
22 Conventional mo:(gages 326 13.16 13.83 13.47(  13.60 13.52 13.48 13.42 13.28

1 Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or guarter

2 Includes reserve balances at Federal Reserve Banks m the curient week
plus vault cash held two weeks earlier used to satisfy reserve requirements at all
depository nstitutions plus currency outside the U.S. Treasury, Federal Reserve
Banks, the vaults of depository institutions, and surplus vault cash at depository
nstitutions.

3. MI: Averages of daily figures for (1) curtency outside the Treasury, Federal
Reserve Banks, and the vaults of commercial banks; (2) travelers checks of
nonbank issuers, (3) demand deposits at all commercial banks other than those
due to domestic banks, the U S. goveinment, and foreign banks and official
institutions less cash items 1n the process of collection and Federal Reserve float;
and (4) negotiable order of withdrawal (NOW) and automatic transfer seivice
(ATS) accounts at banks and thrift institutions, credit unton share draft (CUSD)
accounts, and demand deposits at mutual savings banks.

M2: MI plus money market deposit accounts (MMDASs), savings and small-
denomination time deposits at all depository nstitutions, overmght repurchase
agreements at commercial banks, overnight Eurodollars held by U.S residents
other than banks at Caribbean branches of member banks, and balances of money
market mutual funds (general purpose and brokcr/dealer)

M3: M2 plus large-denomination time deposits at all depository institutions
and term RPs at commercial banks and savings and loan assocations and balances
of institution-only money market mutual funds.

L: M3 plus other liquid assets such as term Eutodollars held by U S. residents
other than banks, bankers acceptances, commercial paper, Treasury bills and
other liquid Treasury securities, and U.S. savings bonds.

4. Savings deposits exclude NOW and ATS accounts at commercial banks
and thrifts and CUSD accounts at credit unions,

5. Small-denomination time deposits—including 1etail RPs—ure those 1ssued
in amounts of less than $100,000

6 large-denomunation ime deposits are those 15sued 1 amounts of $100,000
or more.

7 Savings and loan assoctations, mutual savings banks, and credit untons.

8. Changes calculated from figures shown in table 1 23. Beginning December
1981, growth rates reflect shufts of foreign loans and securities from U.S banking
oftices to intetnational banking facilities

9. Averages of daily effective rates (average of the rates on a given date
weighted by the volume of ttansactions at those rates)

10. Rate for the Federal Reserve Bank of New York

11. Quoted on a bank-discount basis

12 Unweighted average of offering rates quoted by at least five dealers.

13 Market yields adjusted to a 20-year maturity by the U S. Treasury.

14, Bond Buyer series for 20 issues of mixed quahty.

15 Compilation of the Fedetal Reserve, This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and 5 years of
call protection. This table previously showed the rate on newly-issued Aaa utihty
bonds, but this series was discontinued in January {984 owing to the lack of Aaa
1s5ues,

16. Average rates on new commitments for conventional first mortgages on
new homes in pumary markets, from Department of Housing and Urban
Development

NoTL Rewvistons in reserves of depository mstitutions teflect the ttansitional
phase-in of reserve requirtements as specified in the Monetary Control Act of
1980,
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS, RESERVE BANK CREDIT

Millions of dollars

Monthly averages of
daily figures

Weekly averages of daily figures for week ending

Factors 1983 1984 1983 1984
Nov Dec Jan.p Dec. 14 Dec. 21 Dec. 28 Jan. 4 Jan, 11 Jan. 18 Jan, 257
SupPLYING RESERVE FUNDS
{ Reserve Bank credit outstanding .. ... 167,773 171,695 173,591 169,687 173,426 172,966 174,845 173,499 171,238 170,769
2 U.S. government securities! ,............ 148,005 151,679 152,481 150,671 153,770 151,498 153,555 153,696 151,822 151,266
3 Boughtoutright....... .. PN 147,775 151,517 151,482 150,671 153,770 151,498 151,120 153,162 151,822 150,586
4 Held under repurchase agreemems ..... 230 162 999 0 0 0 2,435 534 0 680
5 Federal agency secunties . .... . ...... 8,762 8,673 8,709 8,646 8,645 8,645 8,920 8,662 8,635 8,691
6 Boughtoutright...... . . ....... 8,714 8,646 8,630 8,646 8,645 8,645 8,645 8,642 8,635 8,626
7  Held under repurchase agreemcms ...... 48 27 79 0 (i} 0 275 20 0 65
8 ACCEPIANCES ... vviviih che e e 54 34 16 0 0 0 413 7 0 10
9 Loans . ............. e e 912 745" 726 629 1,054 753 1,251 563 781 505
10 Float......cooovv o ol 1,592 2,2947 2,843 1,583 1,655 3,592 2,119 1,946 1,298 1,439
11 Other Federal Reserve assets. . . 8,448 8,270 8,756 8,159 8,301 8,479 8,547 8,624 8,703 8,859
12 Gold stock . ..ot v 11,123 11,123 11,120 11,123 11,123 11,123 11,121 11,121 1,121 11,120
13 Special drawing nghts certificate account . . .. 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
14 Treasury currency outstanding ........... 13,786 13,786 13,786 13,786 13,786 13,786 12,786 13,786 13,786 13,786
ABSORBING RESERVE FunDs
15 Currency in circulation ... .. R 165,317 168,284 167,006 167,713 168,295 169,685 170,156 168,979 167,168 165,418
16 Treasury cash holdings ..... ........ 481 471 477 473 473 471 462 467 478 481
Deposits, other than reserves, with Federal
Reserve Banks
17 Treasury................ L e e 2,905 3,591 4,479 3,266 4,108 3,729 3,436 3,458 3,118 5,252
18 Foreign . ............ 238 220 216 197 237 224 210 216 225 216
19 Other..... . .. .... ..... 596 594 489 581 620 528 755 471 465 427
20 Service-related balances and adjustment . .. 1,237 1,477 1,941 1,484 1,501 1,348 1,531 2,422 2,105 1,973
21 Other Federal Reserve liabilities and
capital .. ... . Lo 5,584 5,598 5,617 5,617 5,682 5,654 5,514 5,566 5,735 5,573
22 Reserve accounts? 20,943 20,986” 22,889 19,883 22,036 20,854 22,305 21,443 21,467 20,951
End-of-month figures Wednesday figures
1983 1984 1983 1984
Nov Dec Jan.» Dec. 14 Dec. 21 Dec 28 Jan. 4 Jan. 11 Jan. 18 Jan. 257
SuPPLYING RESERVE FUNDS
23 Reserve Bank credit outstanding 168,481 172,460 169,225 171,971 174,928 174,318 179,211 178,565 176,275 174,267
24 U.S. government securities!. .. 149,439 151,942 150,254 150,055 152,379 152,570 157,519 153,740 153,538 151,914
25  Bought outright. . C e 149,439 150,558 150,254 150,055 152,379 152,570 153,147 153,740 153,538 149,699
26  Held under repurchase agreemem 0 1,384 0 0 0 0 4,372 0 0 2,215
27 Federal agency securities . ... 8,647 8,853 8,605 8,645 8,645 8,645 8,974 8,635 8,635 8,825
28 Bought outright.. ... 8,647 8,645 8,605 8,645 8,645 8 645 8,645 8,635 8,635 8,605
29  Held under repurchase agreemems . 0 208 0 0 0 329 0 0 220
30 Acceptances .........oiih e L 0 418 0 0 0 0 436 0 0 35
31 Loans .. ... Lo 1,057 918 418 2,431 1,132 1,311 1,217 2,215 3,362 646
R Float...... . ... e 898 1,563 846 2,522 4,232 3,055 2,296 5,252 1,880 3,795
33 Other Federal Reserve assets  ........... 8,438 8,766 9,102 8,318 8,540 8,737 8,769 8,723 8,860 9,052
34 Goldstock. . .. ..o 11,123 11,121 11,120 11,123 11,123 11,123 11,121 11,121 11,120 11,120
35 Special drawing nghts certificate account . 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
36 Treasury currency outstanding ........... 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786 13,786
ABSORBING RESERVE FUNDSs
37 Currency in circulation ... ... R, 166,682 170,005 164,514 168,146 169,033 170,616 170,229 168,291 166,619 164,786
38 Treasury cash holdings .. .  ...... 475 463 484 473 472 462 462 468 480 484
Deposits, other than reserves wnh Federal
Reserve Banks
39 Treasury. 2,896 3,661 7,153 2,839 4,621 3,636 3,104 3,258 3,921 7,331
40  Foregn 360 191 252 232 287 263 198 226 171 198
41 Other . 610 845 410 540 531 597 474 485 431 435
42 Service-related balances and adjustment . 983 1,013 1,047 1,018 1,023 1,018 1,014 1,020 1,034 1,049
43 Other Federal Reserve habilities and
capital ......... ... 5,432 5,394 5,625 5.432 5,499 5,496 5,552 5,554 5,446 5,445
44 Reserve accounts? ........ . 20,569 20,413 19,263 22,817 22,989 21,756 27,702 28,787 27,696 24,062

1. Includes secunties loaned—fully guaranteed by U.S government securities
pledged with Federal Reserve Banks-—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Excludes required clearing balances

NoTEe. For amounts of currency and coin held as reserves, see table 1.12.



1.12  RESERVES AND BORROWINGS Depository Institutions

Millions of dollars

Depository Institutions

A5

Monthly averages of daly figures
Reserve classification 1981 1982 1983 1984
Dec. Dec June July Aug. Sept Oct Nov Dec, Jan.»
1 Reserve balances with Reserve Banks! 26,163 24,804 21,808 22,139 21,965 20,585 21,059 20,943 20,986 22,889
2 Total vault cash (estimated) 19,538 20,392 20,098 20413 20,035 20,798 20,471 20,558 20,755 22,548
3 Vault cash at institutions with quulrcd
reserve balances? 13,577 14,292 13,593 13,647 13,656 13,927 13,866 14,014 14,597 14,784
4 Vault cash equal to required reserves at
other nstitutions 2,178 2,757 3,004 3,161 3,039 3,404 3,212 1,187 3,311 4,002
5 Surplus vault cash at other msmu!mns’ 3,783 3,343 3,491 3,608 3,340 3,467 3,393 3,357 2,847 3,762
6 Reserve balances t total vault cash? 45,701 45,196 41,906 42,552 | 41,383 41,530 41,501 41,741 45,437
7 Reserve balances t total vault cash used
to satisfy reserve requirements®$ 41,918 41,853 38,415 38,947 38,660 37,916 38,137 38,144 38,894 41,675
8 Required reserves (estimated) 41,606 41,353 37,935 38,440 38,214 37,418 37,632 17,615 38,333 39,508
9 Excess teserve balances at Resetve Bdnks“’ 312 500 480 507 446 498 505 529 561 2,167
10 Total borrowings at Reserve Banks .., 642 697 1,714 1,382 1,573 1,441 837 912 745 726
11 Seasonal borrowings at Reserve Banks . 53 33 121 172 198 191 142 119 96 86
12 Extended credit at Reserve Banks, 149 187 964 572 450 515 258 2 4
Weekly averages of daily figures for week ending
1983 1984
Nov 23 [ Nov 30 | Dec 7 Dec 14 | Dec 21 | Dec 28 Jan 4 Jan 11 | Jan 18 Jan, 25
13 Reserve balances with Reserve Banks! 21,935 21,127 20,605 19,883 22,036 20,854 22,305 21,443 21,467 20,951
14 Total vault cash (estimated) . ..... 19,190 21,036 20,929 20,348 20,383 21,292 20,912 21,508 24,027 23,137
15 Vault cash at mstitutions with rcqmrcd
reserve balances? . 13,650 14,409 14,355 14,715 14,422 14,879 14,637 14,841 15,253 15,637
16 Vault cash equal to requued reserves at
other institutions coes 2,672 3,298 3,216 3,843 2,963 3,270 1,198 1,378 4,364 3,664
17 Surplus vault cash at other mslmmons’ . 2,868 3,329 1,358 1,790 2,998 3,143 3,077 3,289 4,410 1,836
18 Reserve balances + total vault cash? . 41,125 42,163 41,534 40,231 42,419 42,146 43,217 42,951 45,494 44,088
19 Reserve balances + total vault cash used
to satisfy reserve 1equirements®S 38,2587 38,834 38,176 I8 441 39,421 39,003 40,140 19,662 41,084 40,252
20 Required reserves (estimated) . . 37,958 38,198 37,671 37,954 38,776 38,567 39,182 18,980 40,609 39,672
21 Excess reserve balances at Reseive Banks4 6 299 636 505 487 645 436 958 682 475 580
22 ‘lotal borrowings at Reserve Banks . 813 877 438 629 1,054 753 1,291 563 781 505
23 Seasonal borrowings at Reserve Banks . 123 123 89 89 100 115 73 69 79 96
24 Extended credit at Reserve Banks 4 13 2 1 1 3 S 2 4 6

1 As of Aug. 13, 1981, excludes required clearing balances of all depository
mstitutions.

2 Before Nov 13, 1980, the figures shown reflect only the vault cash held by
member banks

3. Total vault cash at institutions without required reserve balances less vauit
cash equal to therr required reserves

4. Adjusted to include waivers of penalties for teserve deficiencies in accord-
ance with Board palicy, effective Nov. 19, 1975, of permutting transitional rehef on
a graduated basis over a 24-month period when 4 nonmember bank merged into an

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS

Averages of daity figures, in millions of dollars

existing member bank, or when a nonmember bank joins the Federal Reserve
System. For weeks for which figures are prelummary, figures by class of bank do
not add to total because adjusted data by class are not available,

5. Reserve balances with Federal Reserve Banks, which exclude requued
clearing balances plus vault cash at mstitutions with required reserve balances
plus vault cash equal to requited reserves at other mstitutions

6 Reserve balances with Federal Reserve Banks, which exclude required
clearing balances plus vault cash used to satisfy reserve requirements less
required reserves (This measure of excess 1eserves 1s comparable to the old
excess reserve concept published historically )

Large Member Banks!

1983 and 1984 week ending Wednesday
By matunity and source
Nov 30 Dec 7 Dee 14 Dec 21 Dec 28 Jan. 4 Jan 11 Jun. 18 Jan. 25
One day and continuing contrac!
1 Commercial banks i United States 56,862 63,142r 60,397 57,272 55,442 57,318 61.404 58,059 52,911
2 Other deposnoly institutions, foreign hdnks and foxcmn
official institutions, and U S governinent agencies 24,7907 25,2607 24,658 23,800 21,419 19,723 21,574 22,974 24,970
3 Nonbank securities dealers Lo 4,792 s, 5,479 5,577 5,385 5,720 5,421 3,866 4,790
4 Allother .. ..... 23,464 26,838 26,580 26,514 23,751 25,887 27,1719 26,483 28,3138
All other maturuies
5 Commercial banks in United States 6,917 6,034 6,310 6,343 6,464 6,326 5836 6,440 6,112
6 Other depository mstitutions, foreign banks and torcu.,n
official mstitutions, and U S government agencies 10,040 9,889 14,242 9,846" 10,110 9,737 8,927 9,026 8,759
7 Nonbank secunities dealers e . 7,564 6,724 6,740 6,826 6,799 6,400 6,190 6,756 7,398
8 Allother. .. 13,546 10,359 10,073+ 8,805 12,862 9,756 8,316 9,786 9,666
Mi Mo: Federal funds and 1esale agreement loans m
maturities of one day o1 contimuing contiact
9 Commercial banks in United States . 23,504 25,143 23,381 22,443 22,858 23,316 25,068 24,528 23,566
10 Nonbank securties dealers o 4,286 4,514 4,715 4,634 4,246 4,367 4,862 4,291 4,068
1. Banks with assets of $1 tilhon or more as ot Dee 31, 1977
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1.14 FEDERAL RESERVE BANK INTEREST RATES
Percent per annum

Current and previous levels

Extended credit!
Shor!-l%rm adjusxlmen(t, credit Furst 60 d Next 90 d
and seasonal credit irst ays ext ays
Federglagfserve of borrowing of borrowing After 150 days Effective date
for current rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
1/31/84 date rate 1/31/84 1/31/84 rate 1/31/84 rate
Boston......... 8 12/14/82 9 8l 9A 10 10%4 11 12/14/82
New York.... 12/15/82 12/15/82
Philadelphia. . . 12/17/82 12/17/82
Cleveland. . ... 12/15/82 12/15/82
Richmond .... . 12/15/82 12/15/82
Atlanta . 12/14/82 12/14/82
Chicago 12/14/82 12/14/82
St, Lowts .. . 12/14/82 12/14/82
Minneapolis. . . .. 12/14/82 12/14/82
Kansas City . .. 12/15/82 12/15/82
Dallas. ... . 12/14/82 12/14/82
San Francisco. .. 8la 12/14/82 9 171 9 10 10% 1t 12/14/82
Range of rates in recent years?
Range (or F.R Range (or F.R Range (or F.R.
Effective date kﬁlc}!‘)'i B g?k Effective date kl‘llell‘}R_ Bz?k Effective date lfl‘l’eF');{ B?,?k
Banks NY Banks NY Banks NY.
In effect Dec 31, 1973 ..., 7 k7] 1978-— July 3 7-7Va TVa 1981— May 5 13-14 14
1974— Apr. 25 ....... 7V2-8 8 1} TVa TVa 8. .. 14 14
0 ... 0. 8 8 Aug. s T4 Nov. 2 ...... 13-14 13
Dec 9 .. . ..... 7¥4-8 s Sept. 22 .. 8 8 6. ...... 13 13
16 .. ... V4 TV Oct. 16 .... .. 8-8l2 8% Dec. 4.... . . 12 12
20 .. . 8lh 8
1975—Jan. 6.... . . TVa-7% V4 Nov. | ... ... 8l4-9% 9y 1982— July 20 ........ J 12 11,
10 ... ... ... TVa-T% V4 3o 9lh 9l 2.0 ... 13K73 114
TVa Aug. 2 . ..., 1-11% 11
6% 1979— July 20 ..... 10 10 3.0 L 11 11
6% Aug. 17 ... . 10-10%2 10%2 16...... . 10% 0%
64 20 . 10%2 10%2 27 ... Lo 10-10% 10
6Y4 Sept. 19 .. . 10%-11 11 30..... . 10 10
6 20 L §] 11 Oct. 12..... ... | 9%-10 9ln
6 Oct. 8.. 11-12 12 13.... .. 9V 9V
10.. 12 12 Nov.22 ..... ..... 9-9Y2 9
1976— Jan 5Ya-6 k173 26 .. o 9 9
5% 5% 1980— Feb. 15 .. 12-13 13 Dec. 14...... 8Y2-9 9
Nov. S-SV 5Ya | 3 13 15 845-9 8la
Vs SVs 12-13 l% 17 8l 8.
2 1
1977— Aug. 5Ya-5Ya 5Ys 11-12 11
3 5Va-5¥a 5% 1 11
Sept 5% 5% 10-11 10
Oct. 6 6 0 10
3] 11
1978— Jan. 6~6l4 62 2 12
6l 62 12-13 13
May 6Y2-7 7 13 13
7 7 In effect Jan. 31, 1984 8l 844

1. Applicable to advances when exceptional circumstances or practices involve
only a particular depository institution and to advances when an institution is
under sustained liquidity pressures. See section 201.3(b)(2) of Regulation A.

2. Rates for short-term adjustment credit. For description and earlier data see
the following publications of the Board of Governors. Banking and Monetary
Staustics, 1914-1941, and 1941-1970; Annual Statistical Digest, 1970-1979, 1980,
1981, and 1982.

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowings by institutions wnﬁ deposits of $500 million or more
that had borrowed in successive weeks or 1n more than 4 weeks in a calendar
quarter. A 3 percent surcharge was n effect from Mar. 17, 1980, through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted, the surcharge was subsequently raised to 3 percent on Dec. 5, 1980, and
to 4 percent on May 5, 1981. The surchar%e was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12, As of Oct. 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-week
period The surcharge was eliminated on Nov 17, 1981,
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Member bank requirements Depository imstitution requirements
. , before implementation ot the atter implementation of the
Type of deposit, and Monctary Control Act Type of deposit, and Monetary Control Act®
deposit nter val deposit interval®
—
Percent Eftective date Percent Effective date
Net demand? Net tramvaction accounty’ 8
$0 mullion-$2 milhon. ... .. R 7 12/30/76 $0-$28.9 milhon., . 3 12/29/83
$2 mullion-$10 mulhon . . 9 12/30/76 Ovet $28 9 million L 12 12129/83
$10 mithon-$100 million. 1Y 12/30/76
$100 million-$400 mulhon . 12Vs 12/30/76 Nonpersonal time deposus®
Over $400 million . . . . . . 16Vs 12/30/76 By original maturity
Less than 1Y2 years ... AN 3 10/6/83
Time and savingy23 12 years or more . . . .. 0 10/6/83
Savings .. ... .. N 3 3/16/67
FEurocurrency habthties
Time# All types 3 11/13/80
$0 million-$5 nullion, by malurlly
30-179 days . . . k) 3/16/67
180 days to 4 years . . 2V 1/8/76
4 years or moie . | 10/30/75
Over $5 million, by mdlunty
30-179 days ... e [} 12/12/74
180 days to 4 years .. .. - . 21 1/8/76
4 years or more . 1 10/30/75

1 For changes 1n 1eseive requirements beginming 1963, sce Board's Annual
Stanstical Digest, 1971-1975, and for prior changes, see Board's Annual Report
for 1976, table 13. Under provisions of the Monetaty Control Act, deposttory
institutions include commeraal banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of toreign banks, and Edge Act
corporations

2, Requirement schedules are graduated, and each deposit interval apples to
that part of the deposits of ecach bank Demand deposits subject to reserve
requirements were gross demand deposits minus cash atems in process of
collection and demand balances due fiom domestic banks.

The Federal Reserve Act as amended through 1978 specified different ranges ot
requirements for reserve city banks and for other banks Reserve cities were
designated under a cniterion adopted eftective Nov 9, 1972, by which a bank
having net demand deposits of more than $400 nulhion was considered to have the
character of business of a 1eserve ity bank The presence of the head office of
such a bank constituted designation ot that place as a reserve city Cities in which
there were Federal Reserve Banks or branches were also reserve cities. Any
banks having net demand choslls of $400 million or less were considered to have
the character of business of banks outside of reserve uities and were permitted to
maintain reserves at ratios set tor banks not in reserve cities.

Effective Aug. 24, 1978, the Regulation M reserve requitements on net balances
due from domestic banks to thenr foreign branches and on deposits that foreign
branches lend to U.S residents were reduced to zero from 4 percent and { percent
respectively. The Regulation D 1esetve requirement of borrowings from unrelated
banks abroad was also reduced to zero from 4 percent

Effective with the reserve computation pertod beginning Nov. 16, 1978,
domestic deposits of Edge corporations were subject to the same reserve
requirements as deposits of member banks

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

The avelage reserve requiement on savings and other time deposits before
implementation of the Monetary Control Act had to be at least 3 percent, the
minimum specified by law

4. Eftective Nov, 2, 1978, a supplementary reserve tequirement of 2 percent
was imposed on large time deposits of $100,000 o1 mote, obligations of affihates,
and incligble acceptances  Lhis supplementary requirement was ehmiated with
the maintenance penod beginning July 24, 1980

Effective with the reserve maintenance period beginning Oct. 25, 1979, a
marginal reserve requirement of 8 percent was added to managed habllmc.s n
excess of a base amount. This marginal requirement was increased to 10 percent
beginning Apr. 3, 1980, was decreased to § percent beginning June 12, 1980, and
was eliminated beginning July 24, 1980 Managed liabilities are defined as large
time deposits, Eurodollar bortowings, repurchase agreements aganst U.S
government and federal agency secunties, federal funds borrowings from non-
member institutions, and certain other obligations In general, the base for the
marginal reserve requirement was onginally the greater of (a) $100 mullion or (b)
the average amount of the managed lLabilities held by a member bank, Edge
corporation, or famuly of U § branches and agencies of a foreign bank for the two
reserve computation periods ending Sept. 26, 1979. For the computation period
beginning Mar 20, 1980, the base was lowered by (a) 7 percent or (b) the deciease
m an mstitution’s U S office gross loans to foreigners and gross balances due
from foreign offices of other mstitutions between the base period (Sept. 13-26,
1979) and the week ending Mar. 12, 1980, whichever was greater., For the
computation petiod beginmng May 29, 1980, the base was increased by 712
percent above the base used to calculate the margimal reserve n the statement
week of May 14-21, 1980. In addition, beginning Mar 19, 1980, the base was
reduced to the extent that foreign loans and balances declined

5. The Garn-St Germain Depository Institutions Act of 1982 (Pubhc T aw 97—
320) provides that $2 mulhon of reservable habihities (transaction accounts,
nonpersonal time deposits, and BEurocurrency liabiliies) of each depository
institution be subject to a zero percent reserve tequirement, The Board s to adjust
the amount of reservable habilities subject to this zero percent 1esetve require-
ment each year for the next succeeding calendar year by 80 percent of the
percentage increase in the total reservable habilites of all depository institutions,
measured on an annual basis as of June 30 No corresponding adjustiment 1s to be
made 0 the event of a dectease. Eftective Dec 9, 1982, the amount ot the
exemption was established at $2 1 million Effective with the reserve maintenance
period beginning Jan. 12, 1984, the amount of the exemption 1s $2 2 milhon In
determining the reserve requirements of a depository institution, the exemption
shall apply in the following order (1) nonpersonal money market dcpusn accounts
(MMDAS) authorized under 12 CFR section 1204 122, (2) net NOW accounts
(NOW accounts less allowable deductions), (3) net other transaction accounts,
and (4) nonpersonal time deposits or Ewocurtency habilities starting with tho%c
with the highest reserve 1atio With respect to NOW accounts and other
transaction accounts, the exemption applies only to such accounts that would be
subject to o 3 percent 1eserve requirement

6. For nonmember banks and thrift institutions that were not membets of the
Federal Reserve System on or after July 1, 1979, u phase-n period ends Sept. 3,
1987 Fot banks that were members on or after July 1, 1979, but withdrew on or
before Mar 31, 1980, the phasc-u1 perrod established by Public Law 97-320 ends
on Oct 24, 1985 For existing member banks the phase-tn period 15 about three
years, dcpcndmg on whether their new reserve tequurements are greater or less
than the old requirements  All new nstitutions will have a two-yeat phase-in
begianing with the date that they open tor business, except for those institutions
that have total reservable liabihties of $50 million o1 more.

7. Transaction accounts include all deposits on which the account holder ts
permutted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthonized transfers (in excess
of three per month) for the purpose of making payments to third persoas or others
However, MMDASs and similar accounts oftered by institutions not subject to the
rules of the Depository Institutions Deregulation Committee (DIDC) that permit
no more than six preauthorized, automatic, or other transfers per month of which
no more than three can be checks—are not trunsaction accounts (such accounts
are savings deposits subject to ime deposit 1eseive requirements. )

The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the peicentage increase in transaction accounts held by
all depository institutions determined as of June 30 each year. Effective Dec 31,
1981, the amount was increased accordingly from $25 million to $26 million; and
eﬂ']cuivc Dec 30, 1982, to $26 3 mulhion, and effecuve Dec. 29, 1983, to $28 9
milhon.

9. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and 1n which a beneficial iterest is
held by a depositor that 15 not a natural person. Also mcluded we certatn
transferable tine deposits held by natural persons, and certain obhigstions 1ssued
to depository institution offices located outside the United States For details, see
section 204.2 of Regulation D

No1e. Required reserves must be held i the form of deposits with Federal
Reserve Banks or vault cash Nonmembers may mantain reserve balances with a
Federal Reserve Bank induectly on a pass-through basis with certatn approved
mstitutions
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1.16 MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions!

Percent per annum

Type of deposit

Savings and loan associations and

Commercial banks mutual savings banks (thrift institutions)!

In effect Jan. 31, 1984 In effect Jan. 31, 1984

Percent Effective date Percent Effective date
| Savings. ......... .. e . Lo .o 5t 1/1/84 5lA 771179
2 Negotiable order of withdrawal accounts ............ oo, . Shs 12/31/80 7} 12/31/80
3 Negotiable order of withdrawal accounts of $2,500 or more? .. .. .. [........ .... 1/5/83 .. . 1/5/83
4 Money market deposit account? e e e L3 12/14/82 P 12/14/82
Time accounts by maturity
5 7-31 days of less than $2,5004 . ... .. e Sl 1/1/84 Sla 9/1/82
6 7-31 days of $2,500 or more? .. . . 1/5/83 e 1/5/83
7 More than 31 days . .. .. ... .. o0 oo e 10/1/83 | ... .o 10/1/83

1. Effective Oct, 1, 1983, restrictions on the maximum rates of interest payable
by commercial banks and thrift institutions on various categortes of deposits were
removed. For information regaiding previous interest rate cetlings on all catego-
nes of accounts see earlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bunk Board Journal, and the Annual Report of the Federal
Deposit Insurance Corporation before November 1983,

2. Effective Dec. 1, 1983, IRA/Keogh (HR10) Plan accounts are not subject to
minmum deposit requirements.

3. Effective Dec. 14, 1982, depository institutions are authorized to offer a new
account with a required initial balance of $2,500 and an average maintenance

balance of $2,500 not subject to interest rate restrictions. No minimum maturity
period 1s required for this account, but depository Institutions must reserve the
right to require seven days notice before withdrawals, When the average balance
1s less than $2,500, the account is subject to the maximum ceiling rate of interest
for NOW accounts; comphance with the average balance requirement may be
determined over a period of one month Depository institutions may not guarantee
a rate of mterest for this account for a period longer than one month or condition
the payment of a rate on a requirement that the funds remain on deposit for longer
than one month.

4. Deposits of less than $2,500 issued to governmental units continue to be
subject to an interest rate ceiling of 8 percent.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS
Millions of dollars
1983
Type of transaction 1980 1981 1982
June July Alg. Sept. Oct. Nov Dec
U S GOVERNMENT SFCURITIES
Qutright transactions (excluding matched
transactions)
Treasury bills
1 Gross purchases 7,668 13,899 17,067 1,721 666 1,768 3,184 309 1,435 3,695
2 Gross sales... . 7,331 6,746 8,369 0 0 289 214 0 i} 4}
3 Exchange ........ . 0 0 0 0 0 [(] 0 0 0 [4]
4  Redemptions 3,389 1.816 3,000 0 0 ] 500 0 700 0
Others within 1 year
5 Gross purchases .. . ... . 912 317 312 0 156 0 0 0 155 0
6 Grosssales......... o e 0 23 0 0 0 0 0 0 0 0
7  Matunty shift . ... 12,427 13,794 17,295 1,398 1,162 2,212 902 529 2,828 915
8 Exchange ......... . e —-18,251 —12,869 ~14,164 -916 0 -5,344 -753 -636 | -—2,930 i}
9 Redemptions . .. ... e 0 0 0 87 0 0 o 0 0 0
I to 5 years
10 Gross purchases ....... ..o on 2,138 1,702 1,797 0 48] 0 0 0 820 0
It Gross sales s e 0 0 0 0 0 0 0 0 0 0
12 Maturty shaft, . . . oo —8,909| —10,299 ~14,524 —1,398 =121 -2,212 -902 - 256 ~1,684 ~915
13 Exchange ..... ...l o 13,412 10,117 11,804 9l6 0 3,130 753 636 1,796
510 10 years
14 Gross purchases . .... ......... o 703 393 388 0 215 0 0 0 349 0
15 Grosssales... .. ...... ... . ... 0 0 0 0 0 0 0 0 0 0
16 Matunty shift...... —3,092 —3,495 -2,172 0 —41 516 0 -273 —250 0
17 Exchange 2,970 1,500 2,128 0 0 1,300 Q 0 700 0
Over 10 years
18  Gross purchases . ............ 811 379 307 0 124 0 0 0 151 0
19 Gross sales. . .. 0 0 0 0 0 0 0 0 0 0
20 Maturity shaft. .. ... .o . -426 0 —601 0 0 -516 0 0 —894 0
21 Exchange ....... . PPN 1,869 1,253 234 0 0 914 0 0 434 0
All maturities
22 Gross purchases ......... . 12,232 16,690 19,870 1,721 1,642 1,768 3,184 309 2,909 3,695
23 Gross sales... . . e 7,331 6,769 8,369 0 0 289 214 0 0 0
24 Redemptions .  ........ 3,389 1,816 3,000 87 0 (4] 500 0 700 0
Matched transactions
25 Gross sales e e 674,000 | 589,312 543,804 50,086 40,934 45,989 48,193 53,751 56,858 58,979
26 Gross purchases . ... ........ 675,496 | 589,647 543,173 47,783 43,037 44,480 47,667 53,367 57,991 56,404
Rc&urchase agreements
27 ross purchases ..... . . 113,902 79,920 130,774 7,891 7.816 2,263 37,211 19,247 3,257 3,644
28 Gross sales 113,040 78,733 130,286 6,730 8,978 0 30,223 28,499 3.257 2,260
29 Net change 1n U.S. government securities. 3.869 9,626 8,358 493 2,583 2,234 8,933 -9,326 3,342 2,504
FEDERAL AGENCY OBLIGATIONS
Outright transactions
30  Gross purchases ............ 668 494 0 0 0 0 0 0 0 V]
31 Grosssales.. .. . oo 0 0 0 0 0 0 0 0 0 0
32 Redemptions .... ..... . 145 108 189 17 10 138 s 6 84 2
Regurchase agreements
33 ross purchases ... e e 28,895 13,320 18,957 678 558 189 2,871 1,960 497 634
34  Grosssales....... o 28,863 13,576 18,638 463 773 0 2,510 2,510 497 426
35 Net change in federal agency obligations 555 130 130 198 ~225 51 356 -557 -84 206
BANKERS ACCEPTANCES
36 Repurchase agreements, net....... 3 - 582 1,285 203 ~203 209 913 ~ 1,122 0 418
37 Total net change in System Open Market
Account . ... ..o 4,497 9,175 9,773 893 2,155 2,493 10,203 | —11,008 3,258 3,128

NoOTE: Sales, redemptions, and negative figures reduce holdings of the System
Open Market Account, all other figures increase such holdings. Details may not

add 1o totals because of 1ounding.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements

Millions of dollars

Wednesday End of month
Account 1983 1984 1983 1984
Dec. 28 Jan, 4 Jan 11 Jan 18 Jan 25 Nov Dec. Jan.
Consolidated condition statement
ASSFTS
1 Gold certificate account . L. oo . 11,123 11,121 11,121 11,120 11,120 11,123 11,121 11,120
2 Special drawmg rights certiicate account 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
3 Coin ....... e 409 401 418 451 478 428 415 498
Loans
4 To depository mstitutions . .., .. 1311 1,217 2,215 3,362 646 1,059 918 418
5 ther o 0 0 0 0 0 0 0
Acceptances—Bought oulnghl
6  Held under repurchase dgreements B 0 436 0 0 s 0 418 0
Federal agency obligations
7  Bought outright .. . R 8,645 8,645 8,635 8,635 8,605 8,647 8,645 8,605
8  Held under repurchase agreements. .... 0 32 [ 0 220 0 208 0
U.S government securities
Bought outright
9 Bills o 67,822 68,399 68,992 68,790 64,951 64,691 65,810 65,806
10 Notes . .. «o..uus Lo 63,934 63,934 63,934 63,934 63,934 63,934 63,934 63,634
11 Bonds ... .. e 20,814 20,814 20,814 20,814 20,814 20,814 20,814 20,814
12 Total bought oumght' e e 152,570 153,147 153,740 153,538 149,699 149,439 150,558 150,254
13 Held under repurchase Ag,xccmcnls e e 0 4,372 0 0 215 0 1,384 0
14 Total U S. government securities 152,570 157,519 153,740 153,538 151,914 149,439 151,942 150,254
15 Total loans and securities.... .... . 162,526 168,146 164,590 165,535 161,420 159,145 162,131 159,277
16 Cash items 1n proucxs of collection . 11,877 12,901 12,553 9,840 11,293 8,947 9,708 10,383
17 Bank piremises G e 551 549 548 548 549 551 547 548
Other assets
{8  Denominated 1n furuw currencies? | .. 3,735 3,688 3,764 3,766 3,768 3.867 3,688 3,700
19 All other3 ... .. . 4,451 4,532 4,411 4,546 4,735 4,020 4,531 4,854
20 Total assets 199,290 205,956 202,023 200,424 197,981 192,699 196,759 194,998
LaaBames
21 Federal Reserve notes .. ... 157,702 157,307 155,392 153,765 151,963 153,800 157,097 151,711
Deposits
22 To depository institutions 22,813 28,763 29,856 28,763 25,146 21,581 21,446 20,361
23 U.S. Treasury—General account c 3,636 3,104 3,258 3,921 ,331 2,896 3,661 7,153
24 Forelgn—Oﬂ‘icml accounts ... ... 263 198 226 171 198 360 191 252
25 Other 558 427 436 198 400 581 825 359
26 Total deposits . e e 27,270 32,492 33,776 33,253 33,075 25,418 26,123 28,125
27 Deferred availability cash items . 8,822 10,605 7,301 7,960 7,498 8,049 8,145 9,537
28 Other liabilities and accrued dmdenda" 2,266 2,515 2,291 2,231 2,210 2,369 2,464 2,188
29 Total liabilities . . . e 196,060 202,919 198,760 197,209 194,746 189,636 193,829 191,561
CAPITAL ACCOUNTS
30 Caputal paid in . 1,465 1,465 1,465 1,465 1,467 1,458 1,465 1,468
31 Surplus .. .. 1,359 1,465 1,465 1,465 1,465 1,359 1,465 1,465
2 Other capital du,uunls 406 107 333 285 303 246 0 504
33 Total liabilities and capital accounts . 199,290 205,956 202,023 200,424 197,981 192,699 196,759 194,998
34 MEmo. Marketable U.S government securities held 1n
custody for foreign and 1nternational account 112,846 114,186 112,389 112,119 111,733 111,906 114,619 112,311
Federal Reserve note statement
35 Federal Reserve notes uulsldndmg ........... . 179,111 178,583 178,723 179,525 180,561 178,700 178,875 180,570
36 Less: Held by bank®. . FEN 21,497 21,276 23,331 25,760 28,598 24,900 21,778 28,859
37 Federal Reserve notes, net 157,614 157,307 155,392 153,765 151,963 153,800 157,097 151,711
Colluateral held agamst notes net
38 Gold certificate account. . 11,123 11,121 11,121 11,120 11,120 11,123 11,121 11,120
39 Special drawing nights certificate accounl B 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
40 Other eligible assets . .. oL . 0 0 ] 0 0 0 0 0
41 US government and agency securittes .. ... . 141,873 141,568 139,653 138,027 136,225 138,059 141,358 135,973
42 Total collateral 157,614 157,307 155,392 153,765 151,963 153,800 157,097 151,711

1 Includes secunties loaned—fully guaianteed by U S government securities
pledged with Federal Reserve Banks—and excludes (if any) secunties sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Assets shown 1n this Iine are revalued monthly at market exchange rates

3. Includes special investment account at Chicago of Treasury bills maturing

within 90 days.

4 Includes exchange-translation account reflecting the monthly revaluation at

market exchange rates of foreign-exchange commitments

5. Beginning September 1980, Federal Reserve notes held by the Reserve Bank

are exempt from the collateral requirement.
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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 groupings 1983 1984 1983 1984
Dec 28 Jan 4 Jan, {1 Jan 18 Jan 25 Nov 30 Dec. 30 Jan. 31

1 Loans—Total . .. e e e e e 13117 1,217 2,215 3,362 646 1,059 918 418
2 Within 15 days . ... 1,196 1,182 2,161 3,345 622 1,018 881 387
3 16 days to 90 days . PN 114 35 54 17 24 41 37 31
4 9ldaystolyear .. ..... . ........ 1 0 0 0 0 0 0 0
5 Acceptances—Total . 0 436 0 4] 15 0 418 0
6 Within15days........... .. .... 0 436 0 0 35 [1] 418 0
7 16 days to 90 days o 0 0 0 0 0 0 0 0
8 9ldaystolvyear......  ..... . ... 0 0 0 0 0 0 0 \]
9 U.S, government securities—Total  ....... 152,570 157,519 153,740 153,538 151,914 149,439 151,942 150,254
10 Within 15 days! e e e 7,216 9,599 6,354 6,289 6,723 7.873 2,700 6,295
11 16daysto90days . . . ..., 35,659 37,449 37,230 37,318 37,089 32,493 38,247 35,451
12 91 daystol year... ... 44,175 44,896 44,581 44,356 42,527 43,553 45,475 43,246
13 Over ! yeartoSyears ... .. ....... 34,021 34,076 34,076 34,162 34,162 34,021 34,021 34,149
14 Ovei Syearsto W years.... . ....... 13,485 13,488 13,485 13,399 13,399 13,485 13,485 13,099
15 Overt0years .... . ..... ... 18,014 18,014 18,014 18,014 18,014 18,014 18,014 18,014
16 Federal agency obhgdtlons—Tom] L e 8,645 8,974 8,635 8,635 8,825 8,647 8,853 8,605
17 Within 1Sdays'.... ..., . .. ... 178 379 145 240 315 120 186 212
18 16 days to 90 days ................. 598 749 641 546 683 671 598 685
19 91 days to | year e 1,937 1,914 1,927 1,927 1,815 1,799 1,937 1,696
20 OverlyeartoSyears......  ...... 4,196 4,196 4,186 4,186 4,290 4,331 4,196 4,290
21 OverSyearsto W0 years..  ..... ..., 1,313 1,333 1,333 1,333 1,319 1,323 1,333 1,319
22 Over 10 years. 403 403 403 403 403 403 403 403

. Holdings under 1epurchase agreements are classified as maturing within 15 days in accordance with maximum matunty of the agieements.
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1.20  AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE
Billions of dollars, averages of daily figures
1983
Item 1980 1981 1982 1983
Dec. Dec Dec. Dec.
May June July Aug Sept Oct, Nov Dec
Seasonally adjusted
ADIUSTED 1OR
CHANGES IN RFSERVF REQUIREMENTS!

! Total reservest .. .. ... 3246 33.75| 36.23| 37.59( 37.13| 37.61| 37.80( 37.69( 37.72) 37.62 | 37.41 37.59

2 Nonboriowed reserves 30.77] 33.11 35601 36.82| 36.18| 3598 3635| 36.15( 3628| 36.78 [ 36.50 36 82

3 Required reserves . .. ..., 3194 3343 3573 3703 36.68| 37.13| 3729 37.25| 37.221 3712 | 36.88 3703

4 Monetary base* . . . . 1511 158.8 171.1 186.5 178.8 180 3 1811 182.1 1834 | 184.6" | 1855 186.5

Not seasonally adjusted

S Total reserves. . . . ... e el 334 34,611 3696 38.37| 36.64| 36.79| 37.34( 37.06( 37.39| 37.68 | 37.69"| 3837
6 Nonborrowed reserves 3172 3398( 3633 3760 3569 3SiS| 3589 3552| 3595| 3784 { 3679 37 50
7 Reguired reserves 328 34291 3646| 37.81 36.19| 3631 3683 | 36.621 3689| 37.18 | 37.17 37.81

8 Monetary based ..ot v i e 154.4 161.9 174 4 190.0 177 8 1796 181.7 181 8 1829 (1844 186.7 190 0

NOT ADJUSTED FOR
CHANGES IN RESERVE RFQUIREMENTS?

9 Total reserves? 40.66 | 41.92| 41.85| 38.89( 38.28| 38.42| 3895| 38.66| 37.92| 38.14 | 38.14 38.89
10 Nonborrowed reserves.... . ... ... 3897 4129 4122 3812| 3733 3678| 37.50| 3712 3648( 3729 | 3724 38.12
11 Required 1eserves . oo 40,15 4160 41.35] 3833 37.83| 3793 3844| 38.21 37.42| 37.63 | 37.62 38 33
12 Monetary base? 162.5 1697 1793 190.6 179.8 181 6 183 7 183 8 183.5 | 184 9 187.27 190.6

1 Reserve aggiegates include required reserves of member banks and Ldge
Act corporations and other depository mstitutions [Discontinusties associated
with the implementation of the Monetary Control Act, the inclusion of Edge Act
corporation resetves, and other changes in Regulation ID have been removed

2 Reserve balances with Federal Reserve Banks plus vault cash at institutions
with required reserve balances plus vault cash equal to required reserves at other
nstitutions,

3. Consists of reserve balances and service-related balances and adjustments at
Federal Reserve Banks in the current week plus vault cash held two weeks earlier
used to satisfy reserve requirements at all depository institutions plus currency
outside the U S Treasury, Federal Reserve Banks, the vaults of depositary
institutions, and surplus vault cash at depository institutions,

4. Reserves of depository mstitutions senes reflect actual reserve requirement
percentages with no adjustments to ehiminate the effect of changes in Regulation D
including changes associated with the implementation of the Monetary Control
Act. Includes required reserves of member banks and Edge Act corporations and
beginning Nov 13, 1980, other depository wstitutions, Under the transitional
phase-in program of the Monetary Control Act of 1980, the net changes in
required reserves of depository institutions have been as follows' Effective
Nov. 13, 1980, a reduction of $2.9 billion; Feb. 12, 1981, an increase of $245
million; Mar. 12, 1981, an increase of $75 million, May 14, 1981, an increase of
$245 million, Sept 3, 1981, a reduction of $1.1 billion, Nov. 12, 1981, an increase

of $210 million, Jan 14, 1982, a reduction of $60 milhon, Feb 11, 1982 an increase
of $170 milhon; Mar. 4, 1982, an estimated reduction of $2.0 bilhon, May 13, 1982,
an estimated mcrease of $150 million, Aug. 12, 1982 an estimated increase of $140
million, and Sept 2, 1982, an estimated reduction of $1 2 billion, Oct. 28, 1982 an
estimated reduction of $100 mithion; Dec 23, 1982 an estimated reduction of $800
millon, Mar. 3, 1983 an esumated reduction of $1.9 billion, and Sept. [, 1983, an
estimated reduction of $1 2 billion beginning with the week ended Dec. 23, 1981,
reserve aggregates have been reduced by shifts of reservable Labilities to 1BFs
On the basis of reports of habilities transferred to IBFs by U.S. commercial banks
and U.S agencies and branches of foreign banks, it is estimated that required
reserves were lowered on average by $60 million to $90 mullion 1 December 1981
and $180 million to $230 million 1n January 1982, mostly reflecting a reduction in
reservable Eurocurrency transactions. Also, beginmng with the week ending
Afpr 20, 1983, required reserves were reduced an estimated $80 million as a result
of the elimmnation of reserve requirements on nonpersonal time deposits with
maturnities of 2¥2 years or more to less than 32 years,

NoTe. Latest monthly, and weekly figures are available from the Board’s
H 3(502) statistical release. Back data and estimates of the impact on required
reserves and changes in reserve requirements are available from the Banking
Section, Division of Research and Statistics, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551.
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1.2t MONEY STOCK MEASURES AND COMPONENTS
Billions of dollars, averages of daily figures
1983
1980 1981 1982 1983
Item
. dec. .
Dec Dec Dec Dec Sept Oct. Nov Dec
Seasonally adjusted
MFASURFS!
D 1 414.1 440.6 478 2 521.1 517 1 5179 S18 3 5211
2M2 1,630 3 1,794.9 1,959.5 2,184 6 2,145 4 2,161 & 2,174.6/ 2,184 6
IM3 L e 1,936 7 2,167.9 2,377 6 2,602 9 2,544.9" 2.563 2r 2,588.7" 2,602 9
4 12 2,343 6 2,622.0 2,896.7" na 3,137 9 3,158 2 na na
SrircTiD COMPONENIS
5 Cunency i e e e 116.2 123.2 1328 146 0 143.0 144 2 1453 146 ¢
6 Travelers checks® 41 45 4.2 4.8 47 4.8 4.8 48
7 Demand deposits. . ........ 266 8 236 4 2398 243.1 243.4 2429 241 6 243 |
8 Other checkable deposits? 269 76.6 101.3 127 1 126.0 126 0 126.5 127 1
9 Savings deposits’ ... ... S e e 400 7 344.4 3593 312.3 206 318.8 316 4 31213
10 Small-denomination time deposits® 7317 828 6 859.1 792 1 7577 7710 784.4" 7921
11 Large-denomimation time deposits”.. ... . ... ... 258.9 302 6 3338 329.0 77 319.9 324.8 329.0
Not seasonally adjusted
ME ASURFs!
12 M1 424 7 452 1 4910 5353 5141 5198 5238 535.3
13 M2, 1,635.0 1,799 6 1,964 5 2,191.4 2.13712 2,160.6" 2,174 4 2,191 4
14 M3 1,944 9 2,175 9 2,3853 2,611.4 2,53 7 2,561 7 2,588 37 2,611 4
15 1.2 2,350.8 2,629.7 2,904 7 na 3,12t ¥ 3,150 ¥ na na
SEIFCTED COMPONENIS
16 Currency. . e . 118.3 125.4 1352 148 7 142.6 1439 146.1 148 7
17 Travelers checks? . 39 43 40 46 50 48 4.6 46
18 Demand deposits 2752 244 0 2477 2514 242 1 244 4 244.7 251.4
19 Other checkable deposits? 27.2 78.4 104 0 130.7 1245 126 4 128 4 130.7
20 Overnight RPs and Eurodollars® 28 4 36.3 443 56 1 53.0 56 5 55.2 56 1
21 Savings deposits’ L 398.3 342.1 356 7 3101 318.2 318.0 3138 310 1
22 Money market deposit accounts n.a. na. 432 372.4 366 9 367.4 369 1 3724
23 Small-denomination time deposits6 728.3 824.1 8539 786 7 754.8 769 27 781 3r 786 7
Money market mutual funds

24 General purpose and broker/dealer .. . ... ..., 61.4 150 9 1822 138.0 137.6 137.8 1387 138 0
25 Institutiononly . ..o oo 149 36 0 47 6 40.2 391 39.9 40 6 40.2
26 Large-denomination time deposits? 262 4 3059 336 5 330.8 3167 319 47 324 67 3308

1 Composition of the money stock measures 15 as follows.

M1, Averages of daily figures for (1) currency outside the Treasury, bederal
Reserve Banks, and the vaults of commercial banks, (2) travelers checks of
nonbank issuers, (3) demand deposits at all commercial banks other than those
due to domestic banks, the U S, government, and foreign banks and official
institutions less cash 1items in the process of collection and Federal Reserve float;
and (4) negotiable order of withdrawal (NOW) and automatic transfer service
(ATS) accounts at banks and thuift institutions, credit umon share draft (CUSD)
accounts, and demand deposits at mutual savings banks

M2: M1 plus money market deposit accounts, savings and small-denomination
time deposits at all depository istitutions, overmght repurchase agreements at
commercial banks, overmght Eurodollars held by U.S. residents other than banks
at Caribbean branches of member banks and balances of money market mutual
funds (general purpose and broker/dealer)

M3: M2 plus large-denomination time deposits at all depository institutions,
term RPs at commercial banks and savings and loan associations, and balances of
nstitution-only money market mutual funds.

M3 plus other liquid assets such as term Eurodollars held by U.S.
residents other than banks, bankers acceptances, commercial paper, Treasury
bills and other hiquid Treasuty securities, and U.S. savings bonds.

3 Outstanding amount of U S dollar-denominated travelers checks of non-
bank 1ssuers.

4 [Includes ATS and NOW balances at all insututions, credit union share draft
balances, and demand deposits at muotual savings banks

5 Excludes NOW and ATS accounts at commercial banks and thrift institu-
tions and CUSDs at credit unions and all money market deposit accounts
(MMDAs),

6. lssued m amounts of less than $100,000 and mcludes retail RPs

7. Issued 1n amounts of $100,000 or more and are net of the holdings of
domestic banks, thrift institutions, the U.S government, money market mutual
funds, and foreign banks and official mstitutions

8. Overnight (and continuing contract) RPs are those (ssued by commercial
banks to other than depository instituttons and money market mutual funds
(general purpose and broker/dealer), and overmght Eurodollars aie those issued
by Caribbean branches of member banks to U.S. residents other than depository
institutions and money market mutual funds (general purpose and brokei/dealer).

Nortr: Latest monthly and weekly figures are available from the Board's H 6
(508) release Back data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551
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1.22 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.

1983
Bank group, or type of customer 19814 1982} 19831
July Aug. Sept. Oct Nov. Dec.
Seasonally adjusted
DEBI1S TO

Demand deposits?
I All insured banks ... C 80,858.7 90,914.4 | 109,642.5| 107,884.4} 111,538 | 110,700 7 118,407.2( 114,466.6| 127,335.8
2 Major New York City banks T 33,8919 37,9329 47,769 4 46,978.0 48,373.3 46,903.7 52,639 9 49.715.8 53,446.6
3 Otherbanks.......... 46,966.9 52,981.6 61,873.1 60,906.4 63,164.9 63,796 9 65,767.3 64,750.8 73,889.2
4 ATS-NOW account . . . 7434 1,036.2 1,405 5 1,390.1 1,679.5 1,495 9 1,392.8 1,447.4 1,626.1
S Savings deposits®. .. ... i 672.7 721.4 741.4 659.4 706.3 727 643 7 674.9 730.0

Depostr TURNOVER

Demand deposits?
6  Allinsured banks ... ... ... ... 285.8 3242 380.5 3715 3857 384.7 409.6 398.3 440 4
7 Major New York City banks........... 1,105 1 1,287.6 1,528.0 1,432.2 1,526.7 1,508 8 1,703 8 1,645.6 1,733.1
8  Other banks . R . . 186 2 2111 2409 236.5 245.3 248.6 254 7 2518 286 1
9 ATS-NOW accuunls1 14 0 145 156 150 179 15.9 14.9 15.5 173
10 Savings deposits.. . ... ... ... ... 4.1 4.5 5.4 4.8 5.2 53 49 5.1 5.5

Not seasonally adjusted
DEBITS TO

Demand deposits?
11 All insured banks . . . 81,1979 91,031.9 109,517.7 105,057.8 115,776.6 111,741 3 114,191 9 110,963.9 135,256.1
12 Major New York City banks ......... 34,032 0 38,001.0 47,707 4 45,601.0 49,788.2 48,276.1 49,9109 47 508.1 58,049.3
13 Other banks 47,1659 53,0309 61,8103 59.456 8 65,988 3 63,465.2 64,280.9 63,455 8 77,206 8
14 ATS-NOW accounts’ .. . . . .. 7376 1,027 1 1,397.8 1,3253 1,468.9 1,388.3 1,373.2 1,327.2 1,589 0
15 MMDAS . 0 0 5735 603.3 655 S 641.4 700.3 639.1 8190
16 Savings deposlts“ 672.9 7200 742.0 661 6 694 3 688 9 6729 635.3 714.4

Derosi1 TURNOVER

Demand deposits?
17 All insured banks ... 286.1 3250 3799 3576 406.7 3872 391.1 381.7 453.0
18  Major New York City banks s 1,114.2 1,295.7 1,526.6 1,383 5 1,621.6 1,574.5 1,595 5 1,553 4 1,813.9
19 Otherbanks ... .... .. .. ...ocoiee 186.2 2145 240 5 227.9 259.8 246.1 246.6 244.0 289 6
20 ATS—NOW accounts’ ’ . 140 143 155 145 16.0 150 14.6 14.0 16 4
2 MMDAS L. 0 0 2.8 2.8 3.0 2.9 32 2.8 1.6
22 Savings depoms“ e e 4.1 45 5.4 48 51 52 5.1 4.8 5.5
1. Annual averages of monthly figures No1e_ Historical data for demand deposits are available back to 1970 estimated
2. Represents accounts of individuals, partnerships, and corporations and of in part from the debits series for 233 SMSAs that were available through June
states and political subdivisions, . 1977. Historical data for ATS-NOW and savings deposits are available back to
3. Accounts authonized for negotiable orders of withdrawal (NOW) and ac- July 1977, Back data are available on request from the Banking Section, Division
counts authorized for automatic transfer to demand deposits (ATS). ATS data of Research and Statistics, Board of Governors of the Federal Reierve System,

availability starts with December 1978, Washington, D.C. 20551,

4 Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs,
5 Money market deposit accounts.



1.23 LOANS AND SECURITIES All Commercial Banks!

Billions of dollars; averages of Wednesday figures

Commercial Banks AlS

1981 1982 1983 1981 {982 1983
Category
Dec? Dec Sept. Oct Nov Dec Dec.? Dec Sept. Oct. Nov., Dec
Seasonally adjusted Not seasonally adjusted
| Total loans and securities’ ... ... 1,316.3| 1.412.1 1,520.3 | 1,532.97| 1,548.9"| 1,566.8] 1,326.1| 1,422.5| 1,521.6 | 1,538.2 | 1,555.8 1,578.1
2 U S. Treasury securittes .... . 111.0 130.9 176.9 182 3 186 2 188 1 1114 1315 176 3 180 8 185 ¢ 188.9
3 Other securities ........ ... 2314 2391 247.1 246 57 24717 247.0 232.8 240.6 247.1 246 9 247 4 248.5
4 Total loans and leases®. ......... 973.91 1,042.0 | 10963 | 110407 (115770 1,131 7 981.8( 1,004 | 1,098.2 | 1,1104 | 1,123 4 1,140.7
5  Commercial and industria)
loans .. . 358.0 3924 402 6 404.7 407.8 413.1 360, t 3947 402.2 405 4 409 6 415.5
6  Real estate loans , ..., 285.7 3032 326 2 329.2 332.1 335.2 286 8 304 1 326.9 330.5 333.4 336 2
7 Loans to individuals 185.1 191.8 207.7 212,07 215.4 219.5 186.4 193.1 209.1 213.6 216.7 221.0
8  Security loans. ... .. . 219 247 237 25.2 26.2 272 227 25.5 234 25.0 26.7 28.1
9 Loans to nonbank financial
NSULOLIONS ... vuenei 30.2 3.1 30.8 304 298 288 312 321 309 30.6 30.2 29.7
10 Agncultural loans PR 3.0 36.1 38 9r 39.1r 39.3 39.6 33.0 361 382 38.3 396 39.6
1l Lease financing receivables 12.7 13.1 12.9 130 13.0 13.1 127 13 1 129 13.0 13.0 13.1
12 Allotherloans. . ......... 47.2 49.5 53.5 50.6” 52,1 5.1 49.2 51,5 53.4 5.6 541 57.5
13 Total loans and securities plus
loans sold*4. PN 1,319.1| 1,415.0 | 1,522.8 | 1,535.5"| 1,551.4"] 1,569.2| 1,328.9| 1,4254 | 1,524.2 1,540.57 [ 1,558.6' 1,580.5
14 Total loans plus loans sold3* 976 7| 1,045.0 1,098.9 1,106.7 1,118.27] LiM 1 984.71 1,053.3 1,100.8 1LH2.971 1,126.00 1,143.1
15 Total loans sold to affilates’4.. . 28 2.9 2.6 2.6 2.5 2.4 2.8 2.9 2.6 26 25 2.4
16 Commercial and industrial loans
plus loans sold* . . . 360.2 394.6 404.6 406 7 409 7 4149 362.3 3969 404.2 407.4 411.6 417.3
17 Commercial and industrial
loans sold* 22 2.3 2.0 20 19 18 2.2 23 2.0 2.0 1.9 1.8
18  Acceptances held............. 89 8.5 8.3 8.9 8.6 8.2 9.8 9.5 8.3 8.8 8.9 9.0
19 Other commercial and ndus-
trial loans .......... . . 349 1 383.8 394.3 395.8 399.2 404.9 350.3 385.2 393.9 396.6 400.8" 406.5
20 To US addressees® 3349 373.5 381.8 383.2r 3869 3947 3343 7 816 383.9 388.0 3939
21 To non-U.S. addressees ... 14.2 10.3 12.5 127 12.3 10.2 16.1 12.4 12.3 128 12.7 2.5
22 Loans to foreign banks. 19.0 13.5 14.3 147 14.5 12.2 20.0 14.5 147 15.0 14.8 13.1

1. Includes domestically chartered banks; U S. branches and agencies of
foreign banks, New Yok investment companies majority owned by foreign
tl:anllzs, and Edge Act corporations owned by domestically chartered and foreign

anks.

2. Beginming December 1981, shifts of foreign loans and secunties from U S.
vanking offices to international banking facilities (IBFs) reduced the levels of
s:veral items. Seasonally adjusted data that include adjustments for the amounts
siifted from domestic offices to IBFs are available in the Board's G 7 (407)
st istical release (available from Publications Services, Board of Governois of
the Federal Reserve System, Washington, D.C. 20551).

3. Excludes loans to commercial banks in the United States

4. Loans sold are those sold outright to a bank's own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank's holding company (if
not a bank), and nonconsolidated nonbank subsidiaties of the holding company

S United States includes the 50 states and the District of Columbia.

Nor1r Data are prorated averages of Wednesday estimates for domestically
chartered banks, based on weekly reports of a sample of domestically chartered
banks and quarterly reports of all domestically chartered banks For foreign-
related institutions, data are averages of month-end estimates based on weeily
reports from large agencies and branches and quarterly reports from all agencies,
branches, mvestment companies, and Edge Act corporations engaged 1n banking.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

1981 1982

Source
Dec. Dec. Feb Mar.

Total nondeposit funds

{  Seasonally adjusted? e 96.3 83.0 767 76.0
2 Not seasonally adjusted . ...... 98.1 84.6 777 76.8
Federal funds, RPs, and other
borrowings from nonbanks?
3 Seasonally adjusted ., ... .. 111.8 128.0 135.3 135.4
4  Not seasonally adjusted ..... .. 113.5 1296 136.3 136.2
5 Net balances due to foreign-related
mstitutions, not seasonally
adjusted e s —18.1 ] —479| -61.5| -62.3
6 Loans sold to affihates, not
seasonally adjustedt .. . . 2.8 2.9 30 3.0
MEemo
7 Domestically chartered banks’ net
gosmons with own foreign
ranches, not seasonally
adjusted® . e —22.4 —39.5 -50.4 -52.7
8  Gross due from balances ...... . 54.9 722 78.9 797
9 Gross due to balances .. 324 326 284 268

10 Foreign-related institutions’ net
positions with directly related
institutions, not seasonally

adjusted® .. .. ..., 43 -8.2] -11.0 -94
11 Gross due from balances .. 48 1 54.9 55§ 561
12 Gross due to balances . .. 524 46.6 44 4 46.6
Security RP borrowings
13 Seasonally adjusted” ....... .. 590 710 74.3 74.7
14 Not seasonally adjusted . e 59.2 711 737 73.9
U.S Treasury demand balances?
15 Seasonally adjusted ........ .. 12.2 119 88 125
16  Not seasonally adjusted . 1 108 102 132
Time deposits, $100,000 or more?
17 Seasonally adjusted . 325.4 349.6 307.2 3000
18  Not seasonally adjusted 330.4 3539 310§ 300.7

1983

Apr. May June July Aug. Sept. Oct. Nov Dec.
80.3 909 88.3 763 81.6 83.2 802 97.2 99.3
790 90.5 90.0 78.5 85.9 86.0 827 99.5 101.3
1399 145.9 140 7 132.7 1309 1322 133.5 141 6 139.8
138 5 145.5 142 4 134.8 135.2 1350 136.0 143.9 141.8
—624) -57.7| -55.1| -58.9| -51.8{ -51.4] ~558| -469| -42.9
3.0 28 2.7 27 26 2.6 26 2.5 2.4
—52.6| —48.6| —491| -50.8] -45.2| -462| -48.5| —429| -399
803 76.3 758 77.4 73.6 747 76.6 76.4 75.3
27.6 276 26.6 26.5 283 283 281 33.5 354
-9.7 -90 -5.9 -79 —6.5 -51 ~7.3 ~4.0 -3.0
55.9 558 53.9 $5.2 3§ S3.5 55.2 S$3d 53.5
46 1 46.7 47.9 47.2 470 483 47.8 49.1 50.5
79.3 84.6 81.4 75.6 742 76.0 78.1 83.9 839
763 82.6 815 76.1 76.9 772 79.0 84.6 838
13.5 113 13.0 240 20.6 16 s 217 11.3 116
142 125 13.2 218 16 4 180 247 8.5 10.6
296.6 287 2 287.0 2849 284.2 283 2 2782 280.8 284 )
293.0 2850| 2835 281.3 2839 283.9 279 S 282.0 287.1

1. Commercial banks are those 1n the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks

2. Includes seasonally adjusted federal funds, RPs, and other borrowings from
nonbanks and not seasonally adjusted net Eurodollars and loans to a%hales‘
Includes averages of Wednesday data for domestically chartered banks and
uverag:s of current and previous month-end data for foreign-related institutions

3 Other borrowings are borrowings on any instrument, such as a promissory
note or due bill, given for the purpose of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and from foreign

banks, term federal funds, overdrawn due from bank balances, loan RPs, and
gar!impauons in pooled loans. Includes averages of daly figures for member
anks and averages of current and previous month-end data for foreign-related

institutions.

4 Loans imtially booked by the bank and later sold to affihates that are stll
held by affiliates. Averages of Wednesday data

5 Averages of daily figures for member and nonmember banks.

6. Averages of daly data.

7. Based on daily average data reported by 122 large banks.

8 Includes U.S. Treasury demancrdeposns and [reasury tax-and-loan notes at
commercial banks. Averages of daily data

9 Averages of Wednesday figures
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL. BANKING INSTITUTIONS Last-Wednesday-of-Month Series

Bilhions of dollars except for number of banks

1982 1983
Dec. Mar. Api. May June July Aug Sept. Oct Nov Dec
DOMESTICAT LY CHARTERED
COMMERCIAL BANKS!
1 loans and sccurtties, excluding
nterbank. ... .. P 1,370 3 1,392 2 1,403 8 14119 1,435 | 1,437 4 1,457 0| 14661 1,483 0 1,502 31 1,525.2r
2 lL.oans, excluding mlelb.mk . R 1,000 7 1,001 7 1,005 1 1007 S 1,025 6 1,029 1 1,043 4 1,049.7 1,060 3 1,075 5 1,095 1
3 Commercial and industrial . 356 7 3580 3579 356 7 360 1 3611 3630 364 0 367.0 3728 3R0 8
4 Other.. . 644 0 643 7 6472 650 8 665 6 668 0 680 4 685 7 693 3 702 7 714.4'
5 U S Treasury securities . . 129 0 150 6 155§ 1609 166 0 165 1 1675 1712 1768 180.4 181.4
6 Other securities Co 240 5 2399 2433 243 5 243 § 24313 246 1 245.2 2459 246.4 248 7
7 Cash assets, total 184.4 168 9 170 1 164.5 176 9 168 7 176.9 160 0 164 0 1790 190 §
8  Currency and com ... A 210 199 204 203 213 207 214 20.8 20.5 223 23 ¥
9 Reserves with Federal Reserve Banks 254 20,5 239 22,4 18.8 206 22.5 154 197 176 186
10 Balances with depository institutions 67 6 67 1 66 1 656 69 7 67 | 69 0 66 7 67 1 70,9 75.6
[l Cash items 1n process of collection, | 68.4 615 596 56 3 67 | 6013 64.4 56.9 56.6 690 730
12 Other assets? e R 2653 2579 2524 248 3 2532 254 5 2572 2523 253 0 2619 253 8¢
13 Total assets/total liabilities and capital . . . 1,820.0 | 1,818.9| 1,826.3] 1,8248] 1,865.2{ 1,860.6| 18900 1,878.4( ©1,900.0( 1,943.9| 1,969.5
14 Deposits . 1,361 8 1,374 2 1,368 0 1,370 8 1,402 7 1,396 5 1,420 1 1,408.1 1,419.5 1,4592] 1,482 6/
15 Demand . .. ... . . 3639 3334 3292 324.5 344.4 334.2 344.7 3281 33113 358 | 371.0
16  Savings 296 4 419 2 426 9 4402 445 3 447 5 449 0 448 8 4515 458.3 460 7
17 Time... . . ... . .. ... 7015 621 6 6119 606 | 613 1 614.8 626.4 631.2 636 8 642 8 650 8
18 Boriowings. . .. ... ... .o 2151 2113 224.0 2141 2212 2175 2172 217.8 226.8 2197 2163
19 Other habilities . oo 109 2 103 5 1023 104 7 104 3 105 5 107 6 107 { 106 5 1126 1179
20 Residual (assets less labtities) 1338 130 0 1320 135 1 1370 1410 146 1 145 4 147 2 152.4 1528
MEMoO
21 U.S Treasury note hdl(mncs meluded in
borrowing .... . . ... . 107 9.6 178 27 19.3 193 14.8 208 228 28 88
22 Number of banks. . G 14,787 14,819 14,823 14,817 14,826 14,785 14,795 14,804 14,800 14,799 14,796
ALL COMMERCIAL BANKING
INSTITUTIONS?
23 Loans and securittes, exuludmg
mterbank. . RN 1,429 7 1,451.3 1,460.8 1,467 6 1,491 5 1,494.1 1,515.4 1,525 4 1,541 8 1,563 2] 1,586 8"
24 Loans, excluding mlerbnnk 1,054 8 1,054 5 1,088 7 1,056 4 1,075 2 1.078 8 1,094 9 1,102 5 1,122 1,129 2] 1,149.37
25 Commercial and industiial . ..., . 395.3 3959 393.5 3917 395 3 397.7 400.6 402.7 405.3 412.0 420 |
26 Other. .. . . . 6595 658.6 662 2 664 7 679.9 681,2 694 3 699 8 706 8 7172 729 2r
27 U'S Treasury securmcs 1328 1553 160 2 166 1 1713 170 3 1727 176 1 182 0 1859 186.9
28 Other secunities . . . .. . . . 242.1 241.5 2449 245.2 245.1 245.0 2478 246.9 2477 248 1 250.6"
29 Cash assets, total 2007 185 S 186 3 180.3 193.5 185 2 1933 174 7 178 4 1950 2050
30 Currency and com 230 199 204 203 2113 207 211 20,9 20.5 223 23.4
31 Reserves with Federal Reserve Banks 268 220 254 2318 200 219 240 16.6 20.8 19.1 197
32 Balances with depository nstitutions 8i.4 810 79 8 89 84 0 812 82 8 79.3 79.5 836 88 (v
33 Cash items m process of collection, | 69 4 626 60 7 573 68 2 614 65 4 58.0 57.6 70.0 74.00
34 Other assets® ..., ..... e e 417 3254 3178 309 § 3181 387 324 6 320.9 318.8 329.7 321.37
35 Total assets/total liabilities and capital . 1,972.1 1,962.2 1,964.9 1957.4 2,003.2 1,998.0 2,033.3 2,021.6 2,039.1 2,088.0( 2,113.1"
36 Deposits 1,409 7 1,419 5 1,411 Q 1,413 | 1,448 1,438 | 1,461 4 1,448 9 1,459 0 1,499 4 1,524.8"
37 Demand.......... L A 376 2 345.7 341.1 336.4 356.4 346.4 356.6 3400 3432 3699 383.2
38 Savings . . .. . . . . 296 7 419 7 4273 4407 4457 448 0 449 § 449 3 452.0 458 8 461 37
39 Tme ...l e e 736.7 654 1 642 6 636 0 641 6 643 8 655 3 659 5 663 8 670.6 680.4"
40 Borrowings......... N 2783 269.9 281.3 269.5 278 2 2779 280 5 282.6 289.6 282.5 2751
41 Other habilities .. . . 148 4 141.1 138 6 137.9 142.3 139 1 141 4 14213 1415 1519 158 6
42 Restdual (assets less |ldhllltle§) R 135.7 1319 133.9 137 0 1389 142 9 148.0 147.3 149.1 154 2 154 7
MEMO
43 U 8 Treasury note balances included in
borrowing . . ... . 107 96 178 27 193 193 148 20 8 25 28 8.8
44 Number of banks 15,329 15,376 15,390 15,385 15,396 15,359 15,370 15,382 15,383 15,382 15,380

I Domestically chartered commercial banks mclude all commercial banks m
the United States except branches of foreign banks, mcluded are member and
nenmember banks, stock savings banks, and nondeposit trust compantes.

2. Other assets include loans to U.S commercial banks

3 Commercial banking institutions include domestically chartered commercial
banks, branches and agencies of toreign banks, ¥dge Act and Agreement
corporations, and New Yok State foreign investment cotporations.,

NoTr. Figures are paitly estimated They include all bank-premises subsidiar-
1es and other sigmificant majority-owned domestic subsidianies Data for domesti-
cally chartered commercial banks are for the last Wednesday of the month Data
for other banking institutions are estimates made on the last Wednesday of the
month based on a weekly 1epotting sample of foreign-related nstitutions and
quarter-end condition report data
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1.26

December 31, 1977, Assets and Liabilities

Millions of dollars, Wednesday figures

ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $750 Million or More on

1983
Account
Nov 2 Nov. 9 Nov. 16 | Nov, 23 | Nov. 30 Dec. 7 Dec. 14 Dec. 21 Dec. 28
! Cash items in process of collection.... . = ... .. 49 878 49,636 53,639 49,0967 53,442 47 811 52,076 53,484 57,643
2 Demand deposits due from banks in the United States. . 7.144 7.372 8,013 6,403 8,071 7,914 7,626 8,258 9,170
3 All other cash and due from depository institutions 33,431 29,220 31,786 34,728 32,089 32,122 35,366 34,678 35,642
4 Total loans and securities .  ...... .. .... 689,1977| 689,244" 688,605 | 685,393 | 693,383 694,972 694,913 695,166 697,514
Securiies
5 U.S. Treasury securities  ........  coceore . 56,304 57,065 58,501 57,373 58,500 60,023 59,209 58,181 56,665
6 Trading account, 9,114 9,383 9,701 8,178 045 9,855 8,603 8,342 7,686
7  Investment account, by maturity. . ....... 47,190 47,682 48,800 49,194 49,455 50,168 50,606 49,839 48,979
8 One year or less . ... ... 14,730 15,139 15,274 15,442 15,469 15,952 15,677 15,398 14,941
9 Over one through five years . 29,246 29,318 30,734 30,932 31,244 31,353 31,824 31,248 30,838
10 Over five years . ... e 3,213 3,225 2,192 2,820 2,743 2,862 3,105 3,192 2
11 Other securities 84,140 83.673 83,614 84,536 83,946 84,723 84,333 85,150 85,735
12 Trading account... . ...... 6,346 ,799 5.719 6,227 5,675 6,491 5,782 6,164 5,912
13 Investment account ......... .. . .. 77,794 77,874 77,894 78,309 78,271 78,231 78,551 78,986 79,823
14 U.S government agencies. ... .. 15,982 15,885 15,881 16,021 15,905 15,893 16,150 16,205 16,152
15 States and political subdivisions, by maturity . 58,146 58,356 58,348 58,618 58,676 58,641 58,702 59,108 60,010
16 One year or less e e e 7.833 7,942 7.863 7.992 7,984 8,133 7,996 964 7,953
17 Qverome year..... . . ..oo. e ol 50,312 50,415 50,485 50,626 50,692 50,507 50,706 51,140 52,057
18 Other bonds, corporate stocks and securittes , 3.667 3,633 3,665 3.670 6% 3,697 3,699 3,676 3,661
Loans
19 Federal funds sold! ... .. . ... . ... 45,751 44,083 42,523 40,574 44,815 43,761 44,777 39,568 40,220
20 To commercial banks ...... ... 33,202 32,288 | 30,276 27,998 33,587 30,628 31,122 26,686 27,565
21 To nonbank brokers and dealers in secunties ....... 9,394 8,391 9,181 9,406 8,369 9,612 10,065 9,202 9,210
22 To others ... 3,156 3,404 3,067 3,170 2,860 3,522 3,590 3,680 3,446
23 Other loans, gross. ... ... 51666071 S18,144r] 51770001 516,6517] S19.8667] 520,265| 520,386 526,046] 528,688
2 Commercial and mdustrial.  ....voui eeiann. 216,767 218,604 216,684" [ 216290r| 217,410| 218,307( 218,202 219,747] 221,684
25 Bankers acceptances and commercial paper 4,858 5,329 4,3587 3,904" 4,862" 4,842 4,684 4,343 4,619
2% AOther ... ..ove o v e e 20909 | 213274 | 212326 | 202387 | 202548 | 213.465| 213.518| 2150404 | 217,064
27 U.S. addressees e e 204,653 205,928 205,055 205,124 205,251 206,194 206,447 208,201 209,822
28 Non-U.S addressees. ....o..o v v coeennnnn 7,256 7,346 7.271 7,263 7.298 7,270 7,070 7,203 7,242
29 Realestale  ......... ..o e 139,441 [ 139,261 | 139,634 | (39,686 | 139,903 | 139911| 140.288| 140,303 [ 140,001
30 To individuals for personal expendllurei ..... 1,642 81,75 81,980 82,425 82,898 83,448 84,171 85,083 85,976
To financial institutions
3 Commercial banks m the United States ... . 7,891 8,202 7,997 8,1317 7,879 7814 7,647 9.110 9,095
2 Banks in foreign countries. ....... .. ... o 8,606 8,604 8,587 8,087r 8,411" 8,208 7,335 7,700 7,884
1 Sales finance, personal finance companlcs. et ..., 9,655 9,322 9,297 9,178 9.224 9,299 9,322 9,139 9,358
34 Other financial mStUGOnSs . ......... cees 15,581 15,888 15,438 15,023 15,246 15,508 15,653 15,365 16,124
35  To nonbank brokers and dealers in securmcs ........ 9,840 9,213 10,387 10,590 11,232 10,685 10,544 11,550 10,494
36 To others for purchasing and carrying securtties? | . 3,332 3,178 3,186 3,195 3,180 200 3,204 3,229 290
37 To finance agricultural pmducuon ....... 7.284 7,221 7,208 7,161 7.153 7,068 7,157 7.207 7,182
38 Aliother..... ... ... . e 16,620 16,696 17,300 16,883 17.329 16,817 16,862 17,613 17,629
39 Less: Unearned income... .. . ...... 4,979 5,018 4,997 4,979 4,973 4,973 4,976 4,965 4,970
40 Loan loss reserve .. ...  ..... 8,680 8,703 8,737 8,763 8,771 8,827 8,816 8,813 8,826
41 Other loans, net...... .....oovvivs veiiirnanns oo 503,0017{ 504,423} 503,9677| 502,909"( 506,122"| 506,465 506,594 512,268 514,893
42 Lease financing receivables . ...... ... oo 10,987 10,992 10,989 11,015 11,044 11,063 11,058 11,104 11,136
43 All other assets . ...... . ......... 143,736" 1 146,917 142,369/ 140,841 | 142,090 144,500 142,929 144,029 140,567
44 Total aSSets .......... . c.cie oee oeaeeiea. o 934,374 | 933,382 | 935,401 927,476’ | 940,119 938,383 | 943,969 | 946,720 | 951,672
Deposits
45 De,rlnand deposits. . ... e e 178,266 178,264 182,702 172,6487| 185,419 177,669 182,850 184,936 193,574
46  Mutual savings banks .. ........... . 707 713 734 563 677 623 674 587 633
47  Individuals, partnerships, and corporatmns 136,457 136,286 138,397 133,3777| 141,338 136,614 141,563 141,620 147,568
48  States and political subdivisions ..... 322 , 4,844 4,6917 5,120 796 4,863 266 754
49 U.S.gOVEINMEN! . ....oovvvr vrnnvennen 1,154 1,496 2,314 2,026 1938 1,820 2,237 1,188 /2,059
50 Commercial banks m the United States. . ...... 19,740 18,601 20,147 18,289 20,124 19,234 18,785 20,005 21,620
51 Banks 1n foreign CoOUNtMes. ......  «.oooveerns 6,316 5,978 6,921 ,000 6,498 6,058 5,995 5,929 6,46
52 Foreign governments and official institutions 711 751 899 936 1,276 821 760 954 897
53 Certified and officers’ checks .~ ........ 7,659 10,100 8,448 6,766 8.448 7,702 7,973 9,386 8,582
54 Time and savings deposits. .......  .c...oien . 422,723 424,026 423,360 425,988 426,856 427,672 427,187 428,095 429,545
55 SavINgS ... ... aeieiiicins o e 173,707 1741867 174,1957 173,928 174,763 176,017 175,169 174,814 174,788
56 Individuals and nonprofit orgamzauona ...... 153,1207 153,311 153,1387 152,788 153,3987 l54,440 153,673 153,483 153.254
§7 Partnerships and corporauions operated for profit 19,3447 19,6717 19,7807 19.9¢ 20,109 20,265 20,222 20,048 20,242
58 Domestic governmental unita .. ...l 1,200 1,164 1,232 1,171 1,216 1,255 1,222 1,202 1,208
59 All other ........ P 45 40 45" 437 40 57 52 80 84
60 Time ... 0. e 249,017 249,840/} 2491667 [ 252,0607) 252,093 251,655 252,018 253,281 254,757
61 Individuals, pdrlnershlps "and corporations. . 222,5307| 223,430r| 222,5217| 225,013r 225.t147 224,902 224,907 225,765 227,183
62 States and political subdlvmmﬁs ........ 16,572 16, 16,648 16,955 16,617 16,368 16,530 16,752 16,624
63 U.S. government.. . ....o.oh e 224 211 218 214 214 232 217 215 209
64 Commercial banks in the United States .. ....... 6,558 6,460 6,598 6,728 7,059 7,119 7,305 7,370 7,661
65 Foreign governments, official institutions, and
banks........ . . .o . 3,128 3,129 3,180 3,150 3,089 3,034 3,059 3,180 3,080
Liabilines for borrowed money
66  Borrowings from Federal Reserve Banks ........... 379 3,725 90 605 515 149 1,938 420 706
67 Treasury tax-and-loan notes . ........ ... «.o.ii.. 15,032 2,743 1,662 1,340 1,482 2,650 2,219 9,382 6,087
68  All other liabiliies for borrowed money? .. 168,664 171,901 172,658 170,290 171,267 173,748 169,103 163,414 162,051
69 Other liabilities and subordinated notes and debentures . 87,326 90,595 92,032 94,716 92,177 93,798 98,066 98,360 97,320
70 Total liabilities ....... . .. . ... ... 872,390 871,253 873,325 865,587 | 877,717 875,686 881,363 884,606 889,283
71 Residual (total assets mnus to!al liabilitiesy*  ....... 61,984 62,129 62,076 61,888 62,402 62,696 62,606 62,114 62,389

1. Includes securities Furchascd under agreements to resell.
2. Other than financial institutions and brokers and dealers.

4. This 15 not a measure of equity capital for use in capital adequacy analysis or

3. Includes federal funds purchased and securities sold under agreement to
repurchase; for information on these liabilities at banks with assets of $t billion or
more on Dec 31, 1977, see table 1.13.

for other analytic uses.

NoTEe: January data, which normally would appear in this issue of the
BULLETIN, will be pubhished on a revised basis in the March issue. Weekly data
01} the new basis are being published currently in the Board’s H 4.2 statistical
T¢lease.
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1.27 LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1 Billlion or More on
December 31, 1977, Assets and lL.iabilities

Millions of dollars, Wednesday figures

Al9

1983
Account
Nov 2 Nov 9 Nov 16 | Nov 23 Nov 30 Dec 7 Dec, 14 Dec 21 Dec 28
1 Cash items in process of collection 46,875 46,935 50,398 45,8947 50,369 45,117 49,034 50,347 54,359
2 Demand deposits due fiom banks in the United States 6,585 6,755 7.381 5,821 7,393 7,236 6,846 7,447 8,307
3 All other cash and due fiom depository institutions 30,516 26,405 28,915 31,783 29,203 29,381 32,321 31,567 32,476
4 Total loans and securities 638,763 | 638,8377| 638,598'| 635,667 643,166" 644,015 644,065 643,972 645,913
Secunnes
S U.S Ireasmy secunties 51,254 51,944 53,424 52,232 53,353 54,785 53,931 52,889 51,330
6  Trading account 9,020 9,288 9,576 8,095 8,953 9,743 8,490 8,240 7,560
7 Investment account, by matunty 42,2%4 42,656 43,848 44,136 44,400 45,041 45,442 44,649 43,770
8 One year ot less 13,025 13,376 13,601 13,674 13,759 14,204 13,940 13,677 13,220
9 QOver onc through five years 26,266 26,324 27,724 27,911 28.166 28,243 28,634 28,016 27,593
10 Over five years 2,943 2,955 2,522 2,550 2.475 2,594 2,867 2,956 2,957
11 Other securities 76,264 75,820 75,766 76,677 76,110 76,889 76,453 77,284 77,699
12 Trading account. 6,167 5,651 5,537 6,077 5.558 13 5,604 6,025 5,752
13 Investment account 70,097 70,169 70,229 70,600 70,552 70,555 70,849 71,259 71,947
14 U.S government agencies . 14,291 14,192 14,223 14,350 14,246 14,242 14 493 14,556 14,516
15 States and pohtical subdivisions, by matunty 52,501 52,705 52,702 52,945 52.976 52,969 53,005 $3,374 54,126
16 One year ot less . 7,164 7,306 7,228 7,360 7,345 7,500 7,357 7,328 7,300
17 Over one yeat 45,336 45,399 45,474 45,585 45,631 45,469 45,648 46,049 46,826
18 Other bonds, corporate stocks and securtties 3,305 3,272 3,304 3,305 3,329 3,343 3,351 3,329 3,308
Loans
19 Tederal funds sold’ 40,363 38,874 37,751 36,315 40,237 38,422 39,944 34,824 35,691
20 To commercial banks 28,536 27,808 26,112 24,271 29,452 25 888 27,011 22,800 23,938
21 To nonbank brokers and dealers in securities 8,727 7,684 8.584 8,917 7,978 9,046 9,380 8,382 8,346
22 To others 3,100 3,381 3,035 3,128 2,807 3,487 3,554 3,642 3,408
23 Other loans, gross 483,5207|  484,8907| 4843567 4831507 | 486.177" 486,717 486,526 491,745 493,974
24 C(nnmcmdl and mdusm.\l 204,6147 206,381 204,4867 [ 203,962" 205,0767 206,102 205,913 207,221 208,970
25 Bankers acceptances and commercial paper 4,654 5,134 4,1667 3,695" 4,667 4,652 4,473 4,12‘) 4,386
26 All other . 199,959 201,247 200,321 200,268 200,410 201,449 201,440 203,092 204,583
27 U S addressees . 192,817 194,024 193,163 193,120 193.256 194,317 194,517 196,041 197,452
28 Non-U S addressees 7,142 1,22 7,157 7,148 7.153 7,132 6,923 7,052 7.131
29 Real estate 130,566 130,411 130,724 130,737 130,93 130,931 131,269 131,269 130,927
30 lo individuals for personal expenditures 72,344 72,416 72,614 72,999 73.402 73,892 74,526 75,362 76,070
To financial institutions
3 Commercial banks m the United States 7,404 7.719r 7,5407 7,628" 7.407¢ 7.354 7,128 8,526 8,518
32 Banks n foreign countries 8,466' 8,480 8,473 7,976" 8,291 8,095 7,217 7,575 7,784
33 Sales finance, personal finance companies, ete 9,438 9,113 9,093 8,962 9,006 9,081 9,102 8,929 9,140
34 Other financial mstitutions 14,928 15,230 14,798 14,401 14,587 14,861 15,010 14,728 15,482
35 To nonbank brokers and dealers in secunities 9,768 9,122 10,287 10,506 1,151 10,592 10,450 11,441 10,385
36 To others for purchasing and cartying secunties? 3,073 3,118 A 2,926 2.909 2,933 2,937 2,962 3,019
17 1o finance agneultural production 7,082 7,022 7,012 6,967 6.958 6,872 6,961 7,014 6,955
38  All other . . 15,836 15,880 16,407 16,085 16,460 16,004 16,012 16,718 16,727
39 LrFss. Unearned mcome 4,394 4,43 4,410 4,189 4,390 4,390 4,391 3 4,381
40 Loan loss resetve 8,243 8,259 8,289 8,318 8,320 8,407 8,399 8,390 8,400
4} Other loans, net 470,88% 472,199 471,657 470,443 473.4667 473,920 473,736 478,976 481,193
42 Lease hnancing 1eceivables 10,554 10,558 10,554 10,580 10,606 10,626 10,620 10,663 10,690
43 All other assets .. 139,6067|  142,6517) 138,045/ 136,490 137.699" 140,116 138,463 139,520 135,943
44 Total nssets 872,900 872,141 873,892 866,236" 878,437 876,492 881,350 883,515 887,688
Deposity
45 Demand deposits 165,521 165,888 169,740 159,885 172,163 164,870 169,474 171,322 179, 612
46 Mutual savings banks . 675 674 702 534 649 595 648 <61
47 Individuals, partnerships, and cot potations 126,481 126,414 128,262 123,2357 H() 841 126,370 130,941 130,952 136, 7()2
48  States and p()|lll(,d| subdivisions 4,935 3,820 4,258 4,137 522 4,293 4,289 4,448 5,024
49 U S, government, 1,009 1,380 2,088 1,857 1 757 1,673 1,973 1,044 1,886
50 Commeicial banks i lhc Umlcd States 18,078 17,076 18,475 16,722 18,481 17,676 17,196 18,367 19,868
St Banks i toreign countries 6,269 S.918 6,880 $,952 6,453 6,002 5,949 5,881 6,408
52 Foreign governments and otheral institutions 710 750 898 935 1,275 809 760 954 845
53 Cermtified and officers’ checks . 7,362 9 856 8,178 6,512 8,184 7,452 7,719 9,114 8,296
54 Time and savings deposits 391,342 392,352 391,644 394,295 | 395,347 196,187 195,635 396,405 197,529
5 Savings 1603807 160,740 160,6807 160,5387 161,334" 162,455 161,667 161,310 161,209
56 Individuals and nonpmhl organmzations 141,5167 141.,620¢ 141,4167 41,2027 141,793 142,731 142,006 141,800 141,577
57 Partnerships and corpotations opetated tor profit 17,733 18,0267 18,0997 18,2327 18,406" 18,554 18,526 18,363 18,504
58 Domestic governmental units . 1,071 1,039 1,106 1,046 l, ()80 1,098 1,069 1,066 1,070
59 All othet 60 54 597 58" 71 67 80 57
60 lime 230,962/ 231,6127 230.964" 233,758 234, 013’ 233,732 233,968 235,095 236,320
61 tndrividuals, p(umuships dnd corpotations 206,447 207,214 206,332 208,763 209,042 208,937 208,836 209,567 210,765
62 States and pollllcal subdivisions .. 14,845 14,839 14,885 15,161 14,866 14,680 14,857 15,110 14,988
63 U 8§ government 202 190 198 194 195 212 198 196 190
64 Commercial banks i the Umlcd States 6,341 6,241 6,368 6,490 6,822 6,869 7,017 7,042 7,296
65 Foreign governments, ofticial stitutions, and
banks 3,128 3,129 3,180 3,150 3,089 3,034 3,059 3,180 3,080
Laabilities for bortowed money
66 Bortowings fiom Federal Reserve Banks 379 3,686 813 580 480 149 1,938 02 622
67 Teaswry tax-and-loan notes . . 14,220 2,580 1,494 1,232 1,389" 2,490 2,072 8.849 5,740
68  All other habilibes for botrowed moncy‘ 158,270 161,055 162,261 159,852 160,742 162,603 198,010 152,641 150,918
69 Other habihities and subordinated notes and debentures 85,198 88,453 89,830 92,480 89.932 91,547 95,655 95 875 94,832
70 Total habilities 814,929 814,014 815,781 808,3257| 820,053 817,846 822,784 825,393 829,273
71 Residual (total assets nunis total labilities)y 57,970 58,127 8,111 S7.911 58,384 58,646 58,5606 58,122 58,415

1 Includes secunties puichased under agreements to resell
2. Other than financial institutions and brokers and dealers

3 Includes federal tunds purchased and secunties sold under agieement to
repurchase: for information on these liabilities at banks with assets of $1 billion or

more on Dec 31, 1977, see table |

4 This s nota measure ot equity capital for use in capital .idcquacy analysis o1
for other analytic uses
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figuies

1983
Account

Nov 2 Nov 9 Nov. 16 | Nov. 23 | Nov. 30 Dec 7 Pec 14 Dec. 21 Dec 28
I Cash items in process of collection . 14,002 19,123 15,874 13,488 16,566 14,245 16,933 16,935 17,190
2 Demand deposits due from banks in the Unlled Stdtcs 978 1,302 1,383 814 1,335 1,408 1,290 1,265 1,233
3 All other cash and due from depository institutions . 6,069 3,579 5,099 5,434 5,264 5,805 6,822 5,596 5,007
4 ‘Total loans und securities! . . 148,231 146,850 147,867 147,994 150,616 148,742 150,019 149,697 | 151,043

Securitres

5 U.S. Treasuty secunuex?
6  Trading account? . Ce
7 lnvestment account, by matunity . .. 9,440 9,845 10,366 10,530 10,46} 10,041 9,904 9,506 9,069
8 One year or less e e e 2,455 2,899 3,083 3,123 2,972 2,667 2,430 2,421 2,416
9 Over one through five yc(us . 6,078 6,039 6,847 6,972 7,053 6,854 6,778 6,318 5,894

10 Over five years e e e 907 907 438 435 436 520 695 766 759
11 Other secunities? . i
12 Trading account?

13 Investment account , . . 14919 15,063 14,998 15,152 15,145 15,254 15,316 15,634 16,211
14 U.S. government agencics . 1,476 1,476 1,408 1,401 1,396 1,389 1,389 1,387 1,384
15 States and political subdivisions, by mdlunly 12,712 12,858 12,864 13,010 13,007 13,131 13,191 13,508 14,086
16 QOne year or less . 1,895 2,004 1,974 2,019 1,940 2,011 2,029 1,985 2,047
17 Over one year 10,817 10,851 10,890 10,990 11,067 11,120 11,162 11,520 12,039
18 Other bonds, corporate tocks and securities .. .. 73 732 726 744 742 734 736 744 741
Loany
19 Federal tunds sold? . e . 11,907 10,571 10,183 11,390 13,136 11,678 13,195 10,580 11,891
20  To commercial hank\ . . 5,361 4,615 3,968 4,912 7,629 5,229 6,458 4,057 5,644
21  To nonbank brokers and dealers m ﬁc(_url(lc\ 4,821 4,042 4,362 4,603 3,951 4,375 4,618 4,166 4,077
22 Toothas ... . 1,724 1,914 1,853 1,876 1,557 2,074 2,119 2,357 2,169
23 Other loans, gioss . . e 116,052 115,461 116,415 115,038 116,010 115,928 115,787 F18,135( 118,023
24 Commercial and industrial 57,958 58,687 58,314 57,500 57,644 58,252 58,113 57,968 58,793
25 Bankers' acceptances and commercial pdpu PN 1,727 1.815 1,452 1,181 1,563 1,478 1,417 1,171 1,307
26 All other . . 56,232 56,871 56,862 56,349 56,081 56,774 56,696 56,797 57,486
27 U.S. addressces. B . 54,422 55,081 55,090 54,554 54,288 54,973 54,883 54,939 55,622
28 Non-U § addressees 1,810 1,791 1,772 1,795 1,793 1,801 1,812 1,858 1,864
29  Real estate , . 20,646 20,580 20,622 20,630 20,580 20,496 20,522 20,613 20,412
30 To mdlvtduala for pen(md) expendituies .. . . . 12,693 12,217 12,718 12,791 12,829 12,937 13,040 13,168 13,286
To financial institutions
31 Commercial banks 1n the United States . .. . R 1,605 1.618 1,659 1,607 1,589 1,597 1,573 2,180 2,122
32 Banks 1n foreign countries.... ... 2,984 2,753 2,901 2,564 2,831 2,732 2,438 2,765 2,932
EX) Sales finance, personal finance companies, ete R 3,992 3,673 3,678 3,529 3,625 3,749 3,718 3,772 3,797
34 Other fln'mudl mstitutions ... ... 4,230 4,356 4,091 3,979 4,112 4,086 4,220 4,295 4,454
35  To nonbank brokers and dealers in sccuxmcs 6,089 5118 6,405 6,669 7,058 6,387 6,412 7,476 6,113
36  To others for puichasing and carrying securities? 668 681 648 624 590 607 628 662 665
37 To finance agricultural production 691 698 701 661 661 615 637 652 611
38 Allother...... 4,495 4,584 4,678 4,481 4,491 4,470 4,486 4,583 4,838
39 Less. Unearned i mcome BN e 1,459 1,460 1,454 1,456 1,457 1,458 1,460 1,464 1,474
40 Loan loss reserve Coee e e 2,627 2,629 2,642 2,661 2,679 2,702 2,722 2,693 2,678
41 Other loans, net L e 111,966 111,372 112,320 110,922 111,874 111,768 111,604 113,978 113,872
42 Lease financing 1ewwab]es e e e 2,027 2,029 2,046 2,047 2,048 2,035 2,038 2,077 2,067
43 All other assets’ . . RN Lo 64,354 65,971 63,505 62,775 62,678 64,108 62,396 61.279 60,530
44 Total assets . . e e e 235,661 238,855 235,775 232,553 238,507 236,343 239,498 236,850 | 237,071
Deposits
45 Demand deposns e e 45,951 51,064 47,842 44,301 50,404 46,674 49,388 49,528 51,529
46  Mutual savings banks, . . .. ... RN 312 341 358 232 281 263 152 265 278
47 Individuals, partnerships, and wrporauons P 31,986 33,197 31,796 30,532 34,014 31,860 34,109 33,372 35,433
48  States and puhucal subdivisions ... .. 734 592 626 606 556 612 598 626 608
49 U.S. government .. 169 549 5713 410 375 372 523 272 571
S0  Commercial banks in the Umted Ste\(es . 4,048 4,978 4,162 4,355 5,103 4,480 4,719 4,567 4,518
51 Banks in foreign countiies . . 5,043 4,678 5,628 4,626 5,135 4,800 4,647 4,579 5,201
52 Foreign governments and oﬂicml institutions . 522 571 686 725 1,055 632 574 770 661
53 Certified and officers’ checks . B 3,137 6,157 4,013 2,814 3,886 3,655 3,866 5,078 4,258
54 Time and savings deposits e e 73,938 73,844 73,805 74,919 75,133 74,994 74,944 75,071 75,251
55 Savings. . ... oo . . 27 456" 27,634r 27,7807 27,8447 27,973+ 28,115 28,050 28,237 28,234
56 Individuals and nonprofit organizations . 24,4347 24,4987 24,622r 24,6787 24,828 24,909 24,870 24,982 25,048
57 Partnerships and corporations operated for profit . 2,797 2,892" 2,906" 2,938 2,932 2,963 2,957 3,019 2,945
58 Domestic governmental umits .. 186 205 210 188 175 188 173 171 172
59 Allother ..... ............ L 39 38 42r 407 38 55 50 66 68
60 Time .. ... .o oo i . 46,482 46,2100 46,0257 47,075 47,1607 46,878 46,893 46,833 47,017
61 lnlelduals partnerships, and COl‘pOIdlIOnS ....... 40,8807 40,6897 40,2617 41,257 41,257 41,120 41,018 40,798 41,018
62 States and political subdivisions....... . ... . 2, 010 2, 047 2,101 2,101 2,037 1,968 2,009 2,115 2,101
63 U S.government . . ... oo iaiaans 19 18 18 18 15 15 14
64 Commercial banks in lhe United States ...... .... 2, 278 2, 209 2,362 2,439 2,626 2,59 2,689 2,620 2,724
65 Foreign governments, offictal imstitutions, and
banks .. G e e e 1,278 1,251 1,281 1,260 1,221 1,175 1,161 1,285 1,159
Liabilities for borrowed money
66  Borrowings from Federal Reserve Banks. . . 300 2,040 350 400 300 1,790 305
67  Treasury tax-and-loan notes . . ............ A 3,674 603 359 336 447 608 636 2,723 1,705
68  All other liabihities for borrowed money$. . 55,783 54,475 56,099 55,027 56,899 57,466 54,699 51,806 51,443
69 Other habilities and subordinated notes and debemures 36,087 36,737 37.218 37,579 35,218 36,301 37,786 37,816 36,597
70 Total Mabilitles ... ... ... L 215,732 218,764 215,674 212,562 118,398 216,043 219,243 216,944 216,830
71 Residual (total assets minus total habilities)”. .. .. . . 19,929 20,092 20,102 19,991 20,109 20,300 20,255 19,906 20,242
1. Excludes trading account securities. 6. Includes federal funds purchased and securities sold under agreements to
2. Not available due to confidentiahity repurchase
3 Includes secunities purchased under agieements to 1esell 7. Not a measure of equity capital for use in capital adequacy analysis or for
4. Other than financial mstitutions and brokers and dealers other analytic uses.
5. Includes trading account securities



Weekly Reporting Banks A2l

1.29 LARGE WEEKLY REPORTING COMMERCIAL BANKS Balance Sheet Memoranda

Millions of dollats, Wednesday figures
1983
Account
Nov. 2 Nov ¢ Nov 16 | Nov. 23 | Nov, 3¢ Dec. 7 Dec. 14 Dec. 21 Dec. 28
BANKS WITH Assr1s oF $750 Mit11oN or Mork
{ Total loans (gross) and securities adpusted! . 661,762r | 662,475 664,066/ 663,0057 665,662 670,330 669,936 673,148 674,649
2 Total loans (gross) dd|uslcd .. 521,318 21,7377 5219517 S521,0967 | 5232167 525,584 526,394 529,818 532,249
3 Demand deposits adjusted? 107,494 108,532 106,603 103,238" 109,914 108,804 109,752 110,258 112,252
4 Time deposits m accounts of $100,000 or more 140,5737 140,759 140,1077 142,777 142,516" 142,021 142,346 143,376 144 841
5 Negotiable CDs, 88,424 88,322 87,427 89,542 89.424 88,931 89,378 89,922 91,712
6  Other time deposits ....... . 52,1507 52,437 52,6807 53.235" 53,092 53,089 52,969 53,454 53,128
7 Loans sold outright to afliliates’ . ., 2,594 2,536 2,559 2,490 2,385 2,432 2,401 2,386 2,364
8 Commercial and industrial 2,001 1,945 1,963 1,904 1,839 1,850 1,831 1,837 1,810
9 Other 592 591 596 586 546 583 570 549 S55
BANKS WITH Asst1s ot $1 Bii110N OR MORE
10 Total loans (gross) and securities adjusted‘ 6154617 615,999 617,625 616,476’ 7 6190187 623,570 622,716 625,416 626,241
11 Total loans (gross) dd]u\led . 487,943r | 488,23% 488,4357 |  487,56771 489,554" 491,896 492,332 495,243 497,212
12 Demand deposits adjusted? 99,558 100,497 98,778 954117 101,555 100,404 101,272 101,564 103,518
13 Time deposits m accounts o $100,000 or more 131,729 131,815" 131,178 133,737 1337247 133,332 133,538 134,471 135,797
14 Negotiable CDs . .. . .. 83,424 83,279 82,416 84,523 84,634 84,202 84,473 84,896 86,544
15 Other time deposits 48,305 48,53¢/ 48,762 49,214 49.0897 49,130 49,065 49,575 49,252
16 Loans sold outright to affiliates? 2,544 2,486 2,510 2,434 2,331 2,369 2,338 2,323 2,302
17 Commetcial and mdus!rml AN 1,966 1,909 1,928 1,869 1,806 1,807 1,788 1,795 1,767
18 Other R 578 578 582 565 25 562 549 529 534
BANKS IN Nrw York CiTy

19 Total loans (gross) and securities ddjuslcd' A 145,350 144,707 146,336 145,592 145,534 146,076 146,170 147,617 147,429
20 Total loans (gross) adjusted! 120,992 119,799 120,971 119,910 119,928 120,780 120,951 122,478 122,148
21 Demand deposits adjusted?. . e e 27,732 26,414 27,233 26,047 28.360 27,577 27,214 27,754 29,249
22 Time depositts 1n accounts of $100,000 o1 more 30,978 30,574 30,573 31,608 31,546 31,157 31,297 31,083 31,357
23 Negotiable CDs. 18,528 18,143 18,015 19,118 18,990 18,709 18,873 18,522 19,001
24 Other time deposns 12,450 12,431 12,558 12,490 12,556 12,448 12,424 12,561 12,356

1. Exclusive of loans and federal funds transactions with domestic commercial

banks

2 All demand deposits except U.S. government and domestic banks less cash

items in process of collection.

3. Loans sold are those sold outnight to a bank's own foreign branches,
nonconsohdated nonbank affiliates of the bank, the bank's holding company (if
not a bank), and nonconsolidated nonbank subsidiaries of the holding company

4 Excludes trading account securities,
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1.30 LARGE WEEKLY REPORTING BRANCHES AND AGENCIES OF FOREIGN BANKS Assets and Liabilities
Millions of dollars, Wednesday figures

1983
Account
Nov 2 Nov 9 Nov 16 Nov 23 Nov. 30 Dec 7 Dec. 14 Dec 21 Dec 28
I Cash and due from depository institutions 5,998 6,066 6,230 6,552 6,605 6,180 6,370 7,213 6,068
2 Total loans and securities ..... ....... 42,029 43,487 43,173 43,878 43,668 43,048 44,947 45,090 45,609
3 U.S Treasury securities ... . ..... 4,711 4,664 4,755 4,675 4,594 4,648 4,628 4,604 4,614
4 Other secutities 972 957 958 951 9 966 1,049 1,066 t,066
5 Federal funds sold! 2,49 4,291 3,669 3,874 3,457 2,865 3,841 3,971 4,476
6  To commerctal banks m United States . 2,383 4,159 3,552 3,626 3,282 2,707 3,519 3,722 4,195
7 Toothers . .. Co 13 132 117 248 175 158 322 249 281
8 Other loans, gross . 33,849 33,573 33,791 34,377 34,651 34,539 35,428 35,449 35,454
9 Commexcml and mduslrml . 18,536 18,742 18,960 18,913 19,313 19,191 19,661 19,611 19,463
10 Bankers acceptances and commercml
paper .. 2,855 2.839 2,899 3,004 3,069 3,121 3,294 3,254 3,256
11 All other . 15,681 15,903 16,061 15,848 16,244 16,070 16,367 16,357 16,207
12 U S. addressees 13,792 14,047 14,216 13,926 14,417 14,243 14,533 14,546 14,377
13 Non-U.S. addressees  ......... . 1,889 1,857 1,846 1,923 1,827 1,828 1,834 1,811 1,830
14 To financial institutions . 11,053 10,672 10,607 11,232 10,596 10,707 11,010 11,412 11,075
15 Commeicial banks in United SIdles 8,628 8,474 8,473 8,974 8,255 8,394 8,662 9,199 8,820
16 Banks 1n foreign countries . . . ..., 1,800 1,620 1,542 1,600 1,660 1,642 1,648 1,572 1,584
17 Nonbank hnanciat institutions ... ... 626 578 591 657 681 671 700 642 671
18 For purchasing and carryimg securities . 683 590 626 480 948 964 1,132 822 1,106
19 All other 3,577 3,569 3,597 3,753 3,793 3,677 3,626 3,603 3,810
20 Other assets (claims on nonrelated
parties) 11,905 11,926 12,130 12,359 12,642 12,738 12,673 12,967 12,421
21 Net duc from reldled nstitutions , 12,552 12,558 12,042 12,449 11,769 12,654 11,542 9,769 9,944
22 Total assets . .. .. ... 72,484 74,037 73,576 75,238 74,684 74,621 75,532 75,038 74,043
23 Deposits o1 credit balances? 19,380 19,422 19, 257 20,387 20,662 20,625 21, 5?7 22,498 22,485
24 redit balances . . 202 154 151 143 145 165 174
25 Demand deposits 1,775 1,799 1, 768 1,874 1,792 1,673 1, 939 2,142 1,930
26 Individuals, pdrmcrshlps dnd
cotporations ... . . .. ..o 873 853 786 855 882 820 860 851 914
27 Other 901 946 982 1,019 910 853 1,079 1,292 1,016
28  lotal time and sdvuu,s 17,404 17,468 17,331 18,362 18,728 18,808 19,473 20,191 20,381
29 Individuals, pmmers\nps and
corpotations . . 14,776 14,786 14,584 15,655 15,999 15,935 16,461 17,046 17,217
30 Other . 2,627 2,682 2,747 2,707 2,729 2,873 3,012 3,145 W
31 Borrowings}. . 34,666 34,638 34,265 34,025 33,365 33,755 33,382 31,118 30,862
32 bederal funds purchased? 11,102 10,685 (1,190 10,063 10,157 10,880 10,453 7.919 7,887
33 From commerctal banks in United
States . 9,152 8,474 9,065 8,035 8,530 8,974 8,421 5,798 5.826
34 From others .. . 1,951 2,211 2,126 2,028 1,628 1,906 2,032 2,121 2,061
35  Other habilities f0| borrowcd money 23,564 23,953 23,074 23,962 23,208 22,875 22,929 23,196 22,976
36 To commetcial banks i United States 19,647 20,275 19,466 19,913 19,390 19,007 19,165 19,475 19,353
37 To others 3,917 3,678 3,608 4,049 3,817 3,868 3,764 3,721 3,622
38 Other habilities to nonrelated parties 12,79% 12,685 13,016 13,404 13,377 13,626 13,550 14,544 13,351
39 Net due to related institutions 5.639 7,292 7,039 7.422 7,280 6,615 7,063 6,881 7,345
40 Total abiliies.. ... o 72,484 74,037 73,576 75,238 74,684 74,621 75,532 75,038 74,043
MEMO
41 Total loans (5ross) and securities
adjusted G e 31,018 30,854 31,147 31,277 32,130 31,947 32,766 32,169 32,595
42 Total loans (g1oss) adjusted®............. 25,334 25,232 25,434 25,651 26,570 26,303 27,088 26,499 26,915

1 Includes securities purchased under agreements to resell

2 Balances due to other than directly related institutions

3 Borrowings from other than directly related institutions

4. Includes securities sold under agreements to repurchase
5 Excludes loans and federal funds transactions with commercial banks 1n

United States



IPC Demand Deposits  A23
1.31 GROSS DEMAND DEPOSITS of Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances
Commercial banks
T f hold 1982 1983
ype atholder 1978 | 1979t | 1980 1981
Dec. Dec. Dec Dec
Mar June Sept Dec Mar, June
1 All holders—Individuals, partnerships, and
corparations .o e e e e 294.6 302.2 318.5 288.9 268.9 271.5 276.7 295.4 283.5 289.5
2 Financial business . . Ce e 27.8 271 298 28.0 278 286 319 35.5 340 35.1
3 Nonfinancial business . . . 152.7 157.7 162 87 154.8 1387 141.4 1429 151.7 144 4 147.7
4 Consumer. ... . . 97.4 992 102 4 86 6 84 6 837 83.3 88 1 85§ 86.9
5 Foreign. ....... . . . P 2.7 3.1 33 29 31 29 2.9 3o 3.2 3.0
6 Other e e e e 141 151 17.2 16.7 146 15.0 157 171 16 4 16 8
Weekly reporting banks
1982 1983
1978 19794 1980 1981
Dec. Dec. Dec. Dec.
Mar June Sept Dec Mar. June
7 ANl holders—Individuals, partnerships, and
corporations  ...... AN 147.0 139.3 147.4 137.5 126.8 127.9 132.1 144.0 140.7 141.9
8 Financial business . 19.8 20.1 21.8 210 202 202 23.4 26.7 252 26.3
9 Nonfinancial busiess. .. . 79.0 74.1 78.3 752 67.1 677 68.7 742 72.7 73.1
10 Consumer ., G e e 82 343 35.6 30.4 292 29.7 296 31.9 32 30.4
11 Foreign . 2.5 30 31 2.8 29 28 2.7 29 3.0 29
12 Other........... N . SN 7.5 7.8 8.6 80 7.3 7.5 77 8.4 8.6 93

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

g Beginning with the March 1979 survey, the demand deposit ownership
survey sample was reduced to 232 banks from 349 banks, and the estimation
procedure was modified shghtly. To aid in companing estimates based on the old
and new reporting sample, the following estimates in bilhons of dollars for
December 1978 have been constructed using the new smaller sample: financial
business, 27.0; nonfinancial business, 146 9, consumer, 98 3, foreign, 2 8, and
other, 15.1.

3. Demand deposit ownership survey estimates for June 1981 are not available
due to unresolved reporting errors,

4 After the end of 1978 the large weekly reporting bank panel was changed to
170 large commercial banks, each of which had total assets in domestic offices
exceeding $750 million as of Dec 31, 1977. See ‘* Announcements,” p. 408 i the
May 1978 BurLeTIN Beginming in March 1979, demand deposit ownership
estimates for these large banks are constructed quarterly on the basis of 97 sample
banks and are not comparable with earlier data The following estimates in billions
of dollats for December 1978 have been constructed for the new large-bank panel,
ﬁnlimcml business, 18 2; nonfinancial business, 67.2, consumer, 32.8, foreign, 2 5,
other, 6.8,
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
1983
Instrument 1978 1979! 1980 1981 1982
N Dec Dec Pec. Dec, Dec.?
July Aug Sept Oct Nov Dec
Commercial paper {seasonally adjusted unless noted otherwise}
1 Allissuers ........ ..... 83,438 112,803 124,374 165,455 166,208 172,199 174,669 176,775 175,924 180,206 185,407
Financial companes?
Deualer-pluced papert
2 Total .. ... . 12,181 17,359 19,599 29,904 34,067 39,027 40,749 39,963 37,323 40,890 40,994
3 Bank-related (not seasonally
adjusted) . . 3,521 2,784 3,561 6,045 2,516 2,367 2,353 2,303 2,195 2,341 2,441
Directly placed paper’
4 Total ... . . . 51,647 64,757 67,854 81,715 84,183 89,585 90,628 91,600 92,819 93,820 96,692
5  Bank-related (not seasonally
adjusted) .. . . 12,314 17,598 22,382 26,914 32,034 33,613 35,085 34,856 34,622 35,001 35,566
6 Neonfinancial compantes 19,610 30,687 36,921 53,836 47,958 43,587 43,292 45,212 44,977 45,496 47,721
Bankers dollar acceptances (not seasonally adjusted)
7 Total. ... 33,700 45,321 54,744 69,226 79,543 72,710 73,977 73,569 72,902 77,919 78,309
Holder
8 Accepting banks . 8,579 9,865 10,564 10,857 10,910 9,008 8,498 9,205 9,501 10,894 9,355
9  Own bills 7,653 8,327 8,963 9,743 9,471 8,231 7,466 7,986 8.212 9,558 8,125
10 Bulls bought 927 1,538 1,601 1,115 1,439 777 1,033 1,219 1,289 1,337 1,230
Federal Reserve Banks
1T Ownaccount ., . 587 704 776 195 1,480 0 209 0 0 0 0
12 Foreign correspondents . 664 1,382 1,791 1,442 949 670 M7 622 483 573 729
13 Others AR 24,456 33,370 41,614 56,731 66,204 63,032 65,961 64,942 62,917 67,026 68,955
Basis
14 Imports into United States .. .. . . . 8,574 10,270 11,776 14,765 17,683 15,122 14,487 14,653 14,829 14,906 15,649
15 Exports from United States . .. 7,586 9,640 12,712 15,400 16,328 16,286 16,476 16,215 16,036 17,209 16,880
16 Allother.... ... ........... 17,541 25,411 30,257 39,060 45,531 41,301 43,514 43,201 65,015 45,805 45,781

1 A change n reporting instructions resuits m offsetting shifts 1n the dealer-
placed and directly placed financial company paper in October 1979,

2 Effective Dec 1, 1982, there was a break 1n the commercial paper series. The
key changes 1n the content of the data involved additions to the reporting panel,
the exclusion of broker or dealer placed borrowings under any master note
agreements from the reported data, and the reclassification of a large portion ot
bank-related paper from dealer—placed to directly placed

3 Institutions engaged primanly n activities such as. but not limited to,
commercial, savings, and mortgage banking; sales, personal, and mortgage

financing; factoring, finance leasing, and other business lending, insurance
underwriting; and other investment activities

4 Includes all financial company paper sold by dealers in the open market.

5 As reported by financial companies that place then paper directly with
mvestors

6 Includes public utilittes and fitms engaged primarily i such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

Effective date Rate Effective Date Rate Month Aveiage Month Average
rate rate
1981—Nov 24 16.00 1982—Aug 23 13 50 1982—Jan .. . 1575 1983—Jan, 11.16
Dec 1. 15.75 Oct 7 . 13 00 Feb. 16.56 Feb..... 10.98
14 12 00 Mar. . 16 50 Mar, . 10.50
Nov 22 . 11 50 Apr.. 16 50 Apl..... 10.50
May 16 50 May . . .. . ..., 10.50
1982—Feb, 18, ... . . 17 00 June, .. . 16.50 June 10 50
23 16 50 July 16.26 July oo oo Lo 10.50
July 20 16 00 Aug. 14 39 Aug. ..o 10.89
29 15 50 Sept. ... 13 50 11.00
Aug 2. 1500 1983—Jan 1 1100 Oct. 12 52 11.00
16 14 50 Feb 28 . 10 50 Nov, 1185 11.00
8.0, ) 1400 Aug 8 Lo 11 00 Dec, 11.50 Dec 11 00




1.34 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, November 7-11,

Business Lending A2S

1983

Size of loan (in thousands of dollars)

All
Item sizes
_ 4G w L 1,000
1-24 25-49 50-99 100-499 500--999 and over
SHORT-TE RM COMMFRCIAL AND INDUSTRIAL LOANS
1 Amount of loans (thousands of dollars) . ..., 26,906,178 679,407 460,408 554,091 2,042,372 726,993 22,442,908
2 Numbei of loans . e 130,514 91,718 13, 816 8,922 ,597 1,077 3.364
3 Weighted-average mdxunty (m(mlhs) R 13 36 37 40 49 3 8
4 With fixed rates. e e 7 12 36 39 38 15 4
5 With floating aes, e e . 2.5 45 38 41 5.6 48 1.7
6 Weighted-average interest 1ate (neru:nt per annum) 10.95 1391 1378 13.23 12.34 11 82 10 59
7 Interquartile range' . . Lo 10.27-11 18} 12 68-14.85 12 55-14.56 ] 1236-1380| 11 46-12,96 11 32-12.55 10 2410 75
8  With fixed rates. . P 10.80 14 26 1379 13 70 12.63 11.24 10 54
9  With floating 1ates . o (1.20 1328 1378 12,93 12.21 12 14 10.68
Percentuge of amount of loans
10 With floating rate Cee e 36.7 35.7 60 0 61.3 692 64 8 318
11 Made under commitment L 68.4 313 308 37.2 43 8 652 73 4
12 With no stated matunty. ... 125 157 271 267 227 385 10.0
13 With one-day matutity .. 17.4 2.1 2 9 33 20.7
LONG-TERM COMMERCIAI AND INDUSTRIAT LOANS 1-99
14 Amount of leans (thousands ot dollars) 2,834,473 367,008 426,052 168,157 1,873,256
{5 Number of loans . 19,150 16,303 83 246 750
16 Weighted-average mdtumy (m(mths) 50.8 39.0 40 7 48.7 555§
17 With fixed rates. 507 420 45.9 S50 57.1
18 With floating rdles . 50.8 363 366 47.6 58.2
19 Weighted-average mlmsl rate (pencn! per annum) 12.94 14 03 17.89 1203 11.68
20 Interquartile range'. . 11.38-12 68 12 68-14 65 12.40-28.42 11 46-12.68 10 92-12 40
21 With fixed rates ..., 1519 14 95 24,52 11 51 10 68
22 With floating rates. . 12.13 13.21 12 60 12,12 1193
Percentage of amount of loans
23 With floating rate 736 529 55.60 858 806
24 Made under commitment 591 4?27 453 66 6 64 8
CONSTRUCTION AND 1.AND DFVI 10PMENT 1OANS 1-24 25-49 50-99 300 and over
25 Amount of loans (thousands of dollars) . 990,925 150,071 10,531 83,576 178,568 468,178
26 Number of loans o 23,236 17,606 3,315 M RO6 206
27 Weighted-average matunty (momhs) e B85S 6.9 71 9.6 132 74
28 With fixed rates | .. 90 8.5 1.7 82 135 93
29 With floating rates, G e e 82 54 63 12.3 132 66
30 Weighted-average mtcrul mte (percent per dl]l]lll]\) 13 25 14 16 14 S8 14 19 13 02 12 87
31 Interquartile range! 12 13-13.88 | 13 43-14.93 13 421556 13 31-14 89| 12 40-13 30 12 12-13 24
32 With fixed rates. ..., 13 56 13 98 14 94 1473 12,90 12 43
33 With floatung rates. . 13 09 14 32 14.16 13.32 1304 12 63
Percentage of amount of loans
34 With floating rate ... . ..... e 65.1 52.7 46 5 38.0 85.7 70.5
35 Secured by real estate . - 92 4 853 98 O 95 8 95,9 91.4
36 Made under commutment. .. 64 4 75.1 59.7 326 747 639
37 With no stated maturity . 4.0 27 29 68 64 32
38 With one-day matunty ..... . 0 0 0 0 0 0
Type of construction
39 1 to 4-fanuly i 33.9 47.5 67.3 76.1 285 16 1
40 Multifamily. ... . C e 15.9 35 45 9.9 24 201
41 Nonresidential 50.3 49.0 28.3 140 49 1 62
LoANS 1o FARMERS All sizes -9 10-24 25-49 50-99 100-249 250 and over
42 Amount of loans (thousands of dollars) 1,467,055 137,726 177,981 171,295 193,955 250,340 535,758
43 Number of loans P . 58,634 36,687 11,551 , 774 1,738 845
44 Weighted-average m.mmty (mumhs) .......... 68 6.4 7.6 6.6 75 1.9 41
45 Weighted-average interest rate (ncrcem per (\nnum) 13 64 14.30 14.25 1392 13 94 13 82 12 98
46  Interquartile range'. . 12 68-14.50{ 13 88-14.74 13 42-14.71 13 19-14.49 13 42-14 51 13.80-14 45 11.59-14.23
By purpose of loan
47 Feeder hvestock 14 00 14.22 13.99 14 20 14 12 13 45 1392
48 Other livestock o o 13 87 14 30 1513 14 14 13.83 *) 1337
49 Other cutrent operating cxpemcs 13.37 14 26 14 11 14.06 13.78 nn {1.54
50 Farm machinery and eqmpment ..... 13.91 14 50 14.09 13 51 *) * *)
51 Other .. .. . . 1293 14.32 14.08 13.32 1378 13.13 12 54
I Interest 1ate range that covers the middle 50 percent of the total dollar NoTtr. For more detal, see the Board's k.2 (111) statistical 1¢elease

amount of loans made
2. Fewer than 10 sample loans
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1.35 INTEREST RATES Money and Capital Markets

Averages, percent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.

1983,
1983 1984 week 1984, week ending
ending
lasteument 1981 1982 1983
Oct. Nov Dec. Jan Dec. 30 | Jan. 6 | Jan. 13 ] Jan. 20 | Jan, 27
MoNEY MARKET RATES
1 Federal funds2.......  ......... 16.38 12.26 9.09 9.48 9.34 9.47 9.56 8.96| 10.06 9.53 954 9.53
Commercial paper®4
2 Imonth..............oioiinnln 15.69 11.83 8.87 9.03 9.10 9.56 9.23 9.66 9,36 9.22 9.18 9.20
3  3-month sl 1532 11.89 8.88 8.99 910 9.53 9.20 9.55 9.32 9.20 9.15 9.19
4 6-month, 14,76 11.89 8.89 8.98 9.09 9.50 9.18 9.47 9.28 9.20 9.12 9.17
Finance paper, directly placed3#
5 tmonth.., ......... . . ... 15.30 11.64 8.80 8. 9.06 9.51 9.20 9.49 9.33 9.17 9.17 9.20
6 3-month. ........ . ........... 14 08 11.23 870 8.8 8.87 9.16 9.08 9.20 9.19 9.09 9.02 9.03
7 6-month... . .......... 13.73 1120 8.69 8.7 8.84 911 9.02 9.15 9.15 9.07 8.95 8.96
Bankers acceptances*’
8 3month............. ... 15.32 11.89 8 90 9.01 9.16 9.52 9.23 9.46 931 9.24 9.19 9.23
9 6month........ . .ooviiiiiiiiin. 14.66 11.83 8.91 8.97 9.13 945 9,19 9.31 925 9.21 9.13 9.19
Certificates of deposit, secondary marketé
10 l-month...... . 15.91 12.04 8.96 9.11 9.22 9.67 9133 9.77 9.51 9.35 9.25 9.29
1Y 3emonth,.......o0 o0 L 15,91 12.27 9.07 5,18 9136 9.69 9.42 9.67 9.57 9.44 9.35 9.40
12 6momth.. . . . ......... R 15.77 12.57 9.27 9.31 951 9.85 9.56 9.72 9.70 9.63 9.45 953
13 Eurodollar deposits, 3-month? ..... . . 16.79 13.12 9.56 9.54 9.79| 1008 9.78 9.92 9.88 9.85 9.70 9.75
U.S. Treasury bills?
Secondary market®
14 3-momg ................. . 14.03 10.61 8.61 8.64 8.76 9.00 8.90 8.96 8.95 8.88 8.88 8.93
15 6-month....... . 13.80 11.07 8.73 8.83 8.93 9.17 902 9.14 912 9.03 8.95 9.00
16 f-year....... . . 13.14 1107 8.80 898 9.08 9.24 9.07 9.22 9.19 9.09 9.02 9.04
Auction average’®
17 3-month.... .. 14.029 10 686 8.63 8.71 8.7 8.96 8.93 8.94 9.04 8.92 8.82 8.92
18 6-month... . .... 13776 | 11.084 8.75 8.90 8.89 9.14 9.06 9.14 9.19 9.10 8.92 9.01
19 l-year... .. . 13.159 11.099 8.86 913 9.03 9.16 9.04 £ 3 R N TR 9.04
CAPITAL MARKET RATES
U.S Treasury notes and bonds!®
Constant matunties*!
20 [-Y€ar ..o v vreriiiniin o e s 14.78 12.27 9.57 9.81 9.941 10.11 9.90 10.09| 10.02 9.91 9.86 9.87
21 Z-Year .......... 14.56 1280{ 1021 10.57 10.66 | 10.84 10 64 10.85 10.77 10.66 10.56 10.63
2 2-lh-yeart? R BTN T U B ERTI ce 1095)....... 1080 | ....... 10.75
23 3-year....... C e e e 14.44 12.92 10.45 10.87 10.96 11.13 10.93 11.10 11.04 10.98 10 86 10.89
24 S-YEAL. .. evreiras A 14.24 13.001 | 10.80 11.28 11.41 11.54 11.37 11.541  11.50 11.42 11.29 11.31
25 7-year... .... . 14 06 13.06 1102 11 11.61 11.78 11 58 .74 11.71 11 63 11.50 11.52
26 10-year.... . 13.91 13.00 11.10 1L 11.69( 11.83 11.68 1791 1179 11.71 11.59 11,63
27 20-year....... . 13.72 1292 ] 11.34 11 1921 12.02 11.82 11.971 1197 11.86 11.74 11.76
28 I0-year. .. ...t i 13.44 12.76 11.18 11, 11.75 11.88 11.75 11.84 11.86 11.79 11.67 11,7t
Composite!?
29 Over 10 years (long-term) ...... .. 12.87 12,231 1084 .21 12 1.4 11.29 1141 11.42 11.32 1121 123
State and local notes and bonds
Moody's series!4
30 Aa. . ... oo 10.43 10.88 8.80 8.93 9.01 9.34 9.00 9.25 9.20 9.00 8.90 8.90
31 Baa..... . . 11.76 12.48 10 17 10 04 10.01 10.29 10.10 10.30 10.20 10.10 10.10 10.00
32 Bond Buyer senes'’ 11.33 11.66 951 9.66 9.75 9.89 9.63 9.76 9.66 9.67 9.60 9.59
Corporate bonds
Seasoned issues!6
33 All industnes .... ...  ........ 15.06 14.94 12.78 12.79 12.93 13.07 12.92 13.09 13 08 13.00 12.85 12.83
34 ABa. ... e 14.17 13.79 | 12.04 12.25 1241 1257 12.20 12.56| 12.53 12.43 12.01 11 98
35 Aa..o.ooon L 14.75 14 41 12.42 12.49 12.61 12.76 12.71 12.76 12.78 1.7 12.69 12.70
36 AL i 15.29 15.43 | 13.10 12.97 13.09( 13.21 13.13 13.25 13.24 13 16 13.09 13.07
37 Baa........ ...l 16.04 16 11 13.55 13.46 13.61 13.75 13 65 13.79 13.75 13.7 13.61 13.57
38 A-rated, recently-offered utility
bond7 . . ... ... 16.63 15491 12.73 12.89 13.14 1329 1299 ....... 13167 | 12,957 12.88| 12.85
MEMmo: Dividend/price ratio!®
39  Preferred stocks........ .......... 12.36 12.53 1120 10.97 11.12 11.49 11.35 11.66 11.55 11.47 11.26 11.10
40 Common stocks... ..............., 5.20 5.81 4.40 4.25 431 432 4.29 4.27 4.24 4.25 4.33

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday 15 taken to be the rate prevailing on the preceding
business day. The daly rate is the average of the rates on a given day weighted by
the volume of transactions at these rates,

2. Weekly figures are st week averag
week ending Wednesday

3. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies (in the case of finance paper).
Before November 1979, maturities for data shown are 30-59 days, 90-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and 150—
179 days for finance paper.

4. Yields are quoted on a bank-discount basis, rather than an investment yield
basts (which would give a higher figure).

5. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates quoted by the dealers).

N 6d Unweighted average of offered rates quoted by at least five dealers early in
the day.

7. Calendar week average. For indication purposes only.

8. Unweighted average of closing bid rates (]uoted by at least five dealers

9. Rates are recorded in the week 1n which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required to state the
percentage yield (on a bank discount basis) that they would accept to two decimal
places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

10. Yields are based on closing bid prices quoted by at least five dealers,

that is, averages for the

11. Yields adjusted to constant maturities by the U.S. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
actively traded secunties.

12. Each biweekly figure 15 the average of five business dal\;s ending on the
Monday following the date indicated. Until Mar. 31, 1983, the biweekly rate
determined the maximum interest rate payable in the following two-week period
on 2-Y4-year small saver certificates. (See table 1.16

13. Averages of yields (to matunity or call) for all outstanding bonds neither due
tb\ordcallable in less than 10 years, including several very low yielding *‘flower”’

onds.

14, General obligations only, based on figures for Thursday, from Moody's
Investors Service,

15. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody’s Investors Service. Based on yields to matunty
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series 1s an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and § years of
call protection. Weekly data are based on Friday quotations. The Federal Reserve
previously published interest rate series on both newly-issued and recently-
offered Aaa utility bonds, but discontinued these series in January 1984 owing to
the lack of Aaa issues.

18. Standard and Poor’s corporate series. Preferred stock ratio based on a
sample of ten 1ssues: four public utilities, four industrials, one financial, and one
transportation Common stock ratios on the 500 stocks in the price index.
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1.36 STOCK MARKET Selected Statistics
1983 1984
Indicator 1981 1982 1983
May June July Aug, Sept Oct Nov Dec Jan
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange
(Dec 31, 1965 = 50) 74 02| 6893 92.63| 9Y4.61 9643 96.74) 9396 96.70 96 78 95 36 94,92 96.16
2 Industmal . L 85.44 78 181 107.45] 10943 112 52| 11321} 109 50] 112.76 112.87 110,77 110 60 112 16
3 Transportation, .  ....... 72.61 60.41 89.361 89.07| 9222| 92.91 88.061 94 56 95.41 97.68 98 79 97.98
4 Utiley.. .. 38.90| 3975 47.00| 4762 4676] 46.61 46941 4816 4873 48.50 47 0 47 43
5 Finance .. . .. ..... ... . 73.52( 71991 95.34) 10245 10122 9960 95.76( 97.00 94.79 94.48 94 25 95 79
6 Standard & Poor’s Corporation (1941-43 = 10)! 12805| 11971 160.41| 164.10] 16639} 166 96| 162.42| 167 16 167 65 165 23 164 36 166 39
7 American Stock Exchange
(Aug 31, 1973 = 100).. 171.79) 14131} 216.48| 22397 237.51] 244 03| 230 10| 234.36| 223.76] 21842 | 22131 224 83
Volume of trading (thousands of shares)
8 New York Stock Exchange. . . ...... 46,967 | 64,6171 85,418]| 93,016} 89,729 79,508 | 74,191 | 82,866 RS,445 86,405 88,041 | 105,518
9 Amenrican Stock Exchange R . 5,346 | 5,283[ 8,215] 12,260} 10,874 8,199 6,329 6,629 7,751 6,160 6,939 7,167
Customer financing (end-of-penod balances, in milhons of dollars)
10 Regulated margin credit at brokers-dealers®. . .. 14,411 | 13,325 23,000 16,713| 18,292 19,218 19,437 | 20,124 21,030 22,075 | 23,000
Il Marginstock4 . . ... ... .. 14,150 12,980 22,720 16,370 17,930 18,870 19,090| 19,760 20,690| 21,790 | 22,720
12 Convertible bonds ..... . e e 259 344 279 342 361 347 346 363 339 285 279
13 Subscription 1ssues . . .. . 2 ! 1 ] 1 1 1 t 1 i na
Free credit balances at brokers’
14 Margin-account .., .. R L 3,515 5,735 6,620 6,090] 6,150] 6,275| 6,3501 6,550 6,630 7,599 6,620
15 Cash-account . , . . 7,150 8,390| 8,430 8,310{ 8,590} 8,145| 8,035] 7,930 7,695 6,512 8,430
Margin-account debt at brokers (percentage distribution, end ot period)
16 Total ........ .. . .. ... . ... 1060.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
By equity class (in percent)®
17 Under 40. ... 370 210 410 14.0 13,0 210 23.0 24.0 50 480 410
18 40-49 ........ . ... oo 240 24 0 22.0 19.0 210 28.0 28.0 270 240 22.0 220
19 50-59 17.0 240 16.0 300 29.0 210 20.0 21.0 170 17 0 16 0 na
20 60-69 ... .. 10.0 140 90 160 160 14.0 130 120 10.0 10.0 9.0
21 7079, L. 6.0 9.0 60 1.0 12,0 90 9.0 9.0 70 70 60
22 80 or more 6.0 80 60 9.0 9.0 70 7.0 7.0 7.0 60 60
Special miscellanecus-account batances at brokers (end of period}
23 Total halances (millions of dollars)”  ....... 25,870 | 35,598 | 58,329 45,465 47,100 50,580 | 50,267 51,211 54,029 57,490 | 58,329
Distribution by equity status (percent)
24 Net credit status .. ... o . 580 620 63.0 620 620 62.0 620 640 630 630 630 na
Debt status, equity of
25 60 percent or more R BN 310 29.0 28.0 320 33.0 310 310 290 28.0 290 280
26 Less than 60 percent . e 1o 9.0 90 6.0 5.0 6.0 1.0 7.0 9.0 80 90
Margin requirements (percent of market value and effective date)®
Mar. t1, 1968 June 8, 1968 May 6, 1970 Dec 6, 1971 Nov. 24, 1972 Jan 3, 1974
27 Margin stocks ..., e 70 65 55 65 50
28 Convertible bonds... .  ..... . ce 50 50 50 50 30
29 Short sales . ........ e 70 65 55 65 50

I Effective July 1976, includes a new financial group, banks and insurance
compames. With this change the index includes 400 industnal stocks (formerly
225), 20l tiansportation (formetly 15 rail), 40 public utility (formerly 60), and 40

nancial,

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutting previous readings i half.

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 1s
end-of-month data for member firms of the New York Stock Exhange.

Besides assigning a current loan value to margin stock generally, Regulations T
and U permit special loan values for convertible bonds and stock acquired through
exercise of subscription rights,

4 A distribution of this total by equity class 1s shown on fines 17-22.

5. Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand

6 Each customer's equity in his collateral (market value of collateral less net
debit balance) js expressed as a percentage of current collateral values

7. Balances that may be used by customers as the margin deposit required for
additional purchases Balances may arise as transfers based on loan values ot
other collateral in the customer’s margin account or deposits of cash (usually sales
proceeds) accur

8 Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed 1 accordance with the Securities Exchange Act of 1934, hmit the
amount of credit to purchase and carry margin stocks that may be extended on
securihies 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 1s extended.
Margin requiements are the difference between the market value (100 percent)
and the maximum loan value. The term “margin stocks™ 1 defined in the
corresponding regulation.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities
Millions of dollars, end of period

1983
Account 1981 {982
Feb. Mar Apr. May June July Aug Sept. Oct. Nov., Dec.?
Savings and loan associations
1OASSEtS ... oeiienes e 664,167| 706,045 | 722,352 723,616 | 728,487 | 728,156 | 731,275 | 739,575 745,040 | 746,514 | 754,932 | 761,307 | 769,316
2 Mortgages .......... ... S18,547( 482,234 1 481,090 | 475,688 | 476,248 | 472,124 | 473,134 | 477,919 ] 481,691 | 480,813 | 483,854 | 488,182 | 492,857
3 Cash and investment secunties! . . .. 63,123| 84,7671 94,080| 96,649 99.2261 103,468 ( 101,284 101,754} 98,996 99.419| 100,714 100,539 102,326
40ther ....... e 82,497| 139,044 | 147,182 151,279 153,013 | 152,564 | 156,857 | 159,902 164,353 | 166,282 170,364 [ 172,582 174,133
S Liabilities and net worth 664,167| 706,045 | 722,352 | 723,616 | 728,487 | 728,156 | 731,275 | 739,575 | 745,040 | 746,514 | 754,932 | 761,307 | 769,316
6 Savings capital e 525,061] 566,189 591,913 597,112 601,171 | 599,673 | 603,178 | 608,683 [ 613,087 | 615,691 | 620,233 | 622,645 | 632,285
7 Borrowed money . . e 88,7821 97,979| 86,544 | 84,884 83,640 82,722| 84,328 84,682| 84,345 B85926| 87,315| 89,148| 91,100
8 FHLBB.. ......... 62,794 63,861 58,841 | 56,859| 55,933 54,392 54,234 53,579| 52,303 S2,179| 52,678{ 51,735| 52,448
9 Other.. . . .ooovnnns 25,9881 34,118} 27,703} 28,025 27,707] 28,330) 30,004 31,103| 32,042 33,747 34,637 37,413} 38,652
10 Loans 1n process®........ . 6,385 9934 11,039( 12,245 13.462| 14,528| 15972| 17.063{ 17,931 18,773 19,168 19,684 21,152
11 Other .. . ....... .. o ovis 15,544 15,720 17,524 14,767 16,210 18,323 15,548 17,931 19,078 15,978 17,934 19,680 15,173
12 Net worth?, . 28,395| 26,157| 26,371| 26,853| 27.466| 27,438 28,221 28,279 28,530 28,919| 29,450 29,834 30,758
13 MEmo: Morlgage loan commitments
outstanding*  ...... 15,225 18,054 | 22,051 24.,885] 27,920( 30,089} 30,630 31,667 32,342| 32,410 32,723| 34,697 32,659
Mutual savings banks®
14 Assets . .......... oo 175,728} 174,197 | 176,378 | 178,814 | 178,826 | 180,071 | 181,975 | 182,822 | 183,612 | 186,041 | 188,021 | 189,146 A
Loans
1S Mortgage ........ ... 99.997| 94,091| 93,607 93.823| 93,311| 93,587| 94,000} 93,998 93,941 94,831| 95,181 | 95,600
16 Other .... . .  ..iviiien vn 14,753 16,9571 18,211 17,837| 18,353 17.893| 17,438 18,134 17,929 17,830 18,860 | 19,674
Securities
17 U S government6 . 9,810 9,743 1 11,081 12,187 12,364 13,110 13,5721 13,931 14,484 14,7941 14,774 15,090
18  State and local guvernmem ...... 2,288 2,470 2,440 2,403 311 2,260 2,25 2,248 2,247 2,244 2,189 2,194
19 Corporate and other”  ....... 37,7911 36,161( 36,505 | 37,827 38,342 39,142 40,206 40,667 41,045| 41,889 41907 42,625
20 Cash . .. e 5,442 6,919 6,104 6,548 6,039 5,960 6,224 5,322 5,168 5,560 4,940 990
21 Other assets ............ 5.6491 785§ 8,031 8,189 8,107( 8,118 82761 8,522 \ 8,893} 9,051 8,973
22 Liabilittes ....... ... 175,728 174,197} 176,378 | 178,814} 178,826 180,071 | 181,975} 182,822} 183,612 186,041 | 188,021 | 189,146 n.a
23 Deposits. ... .. 155,110] 155,196 159,162 | 161,489 161,262 | 162,287 | 163,990 | 164,848 | 165,087 | 165,887 | 166,260 [ 169,334
24 Regular®. . ... 153,003 152,777 | 156,915 159,088 | 158,760 | 159,840} 161,573 ] 162,271 162,600 | 162,998 | 163,782 | 166,984
25 Ordinary savings 46,862 41,165] 41,1831 40,379| 40,467 40,451 39,983 39,360| 39,768 38,129| 38,448
26 Time.......... . 96,369 | 87,377| 86,272| 84,593 83,506 84,705 85445| 86,446| 85603| 90,639| 93,051
27 Other . ......... L8] 2,4197 2247 2,401 2,502 2,4471 2,417 2,577) 2487] 2889 24787 2,350
28 Other |1ab11|(|e5 ,,,,,,,,, 10,632 8,336 | 7,542 7,395 7,631 3,114 7,754| 7,596 7,884 9,475 8,988 9,192
29 General reserve accounts. ..... .. 9,986 9,235 9,197 9,342 9,352 9,377 9,575 9,684 9,932 9.879| 12,245 10,314
30 MEMo: Mortgage loan commitments
outstanding®. .. ....... ... 1,293 1,285 1,295 1,639 1,882 1,860 1,884 1,969 2,046} 2,023 22100 2418
Life insurance companies
31 ASSeS ... i 525,803| 588,163 | 595,959 | 602,770 | 609,298 | 620,572 | 628,224 | 633,569 | 638,826 | 644,295 | 647,149 | 652,904 b
Securities
32 Government S 25,2091 36,4991 36,946 38,449| 39210 42,523 43,348 44,751 45,700| 46,109 47,767( 47,170
33 United States!®.. ..., 8,167 16,529 17,877{ 19,213| 19,746| 20,706 | 21,141| 22,228 22.817| 23,134 24,380 24,232
34 State and local .......... 7,151 f 8,333 8,368 8,5241 10,053} 10,355} 10,504 10,695% 10,7390 10,7911 10,686
35 Foreign!t ., . ....... 9,891 11,306 ] 10,736| 10,868 10,940 11,764 11,85 12,019 12,188 12,236] 12,596 12,252
36 Business... ............. . 255,769| 287,126 293,427 | 296,233 | 300,558 [ 309,254 | 313,510 316,934 | 318,584 | 321,568 | 320,964 | 325,787 n.a.
37 Bonds ........... 208,0991 231,406 235,376 236,430 | 238,689 | 245,833 | 248,248 | 252,397 | 253,977 | 256,131 | 256,332 | 260,432
38 Stocks. . vvviiiir v e 47,670 55,720 58,051 59.803| 61,869 63,421 65262| 64,537 64,607 65,437 64,632 65,355
39 Mortgages .. e 137,7471 141,989 142,683 143,031 143.011 143,758 | 144,725 | 145,086 | 146,400 | 147,356 | 148,256 | 148,947
40 Realestate . ...... . . ..... 40,094| 20,264 21,014| 21,175] 21,3521 21,344( 21,629 21,690{ 21,749| 21,903| 22,141| 22,278
4] Policy loans ....... . e 48,706| 52,961 53,383| 53,560| 53,715| 53,804 S53,914| 53,9721 54,063 54,165 54,255 54,362
42 Other assets e e 35,8150 48,5711 433551 50,322} 51,452] 48,889] S51,098) S51,136) 52,330 53,194 53,765] 54,360
Credit unions!?
43 Total assets/liabilities and capital 60,611 69,572 71,412| 73,876 74,896 76,851 78,467 | 79,084 79,595( 80,678 | 81,033 81,845) 82,854
44  Federal . ........ ..., 9,1811 45,483 | 46,673 48,350 48,986| S50,275| 51,430 51,844 52,224| 53,033| 53,222| 53,710| 54,372
45 State..... .. ocieeiiie oo 21,430] 24,089 24,739 22,526 25910| 26,576 | 27,037| 27,240 27,371| 27,645| 27,811 28,135| 28,482
46 Loans outstanding 42,333] 43,223 | 42,823 | 43,067 43,530 44,055 45,001} 45.616| 46,880 47,744 48,345 49,102 49,923
47  Federal, .. 27,0961 27,9411 27,6441 27,823} 28,1331 28,5121 29,1751 29,5771 30,3841 30,9121 31,2871 31,789} 32,304
48  State . . 15,237| 15,2821 15,479 15,244| 15,397 15,543 15,826 16,039 16,496| 16,832 17,058 17,313] 17,619
49 Savings..... . ...oe.ails . 54,152 62,977| 64,780 67.494 68,663 70,221 71,712 72,438| 72,550 73.697| 74,187 74,685| 75435
50 Federal (shares) . ... . 35,250 41,341 42,533| 44,336| 45,165| 46,192 47,145| 47,713 47,874 48,709 | 49,044 | 49,400| 49,839
51  State (shares and deposits). 18,902 21,636( 22,247| 23,158 23.498( 24.029{ 24,567[ 24,725( 24,676| 24,9881 25,1431 25285| 25,596
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1983
Account 1981 1982
Feb. Mar Apr May June July Aug Sept Oct Nov Dec #
FSLIC-insured federal savings banks
52 Assets e e 6,859 9,401 | 18,635 22,713} 33,667 139,660 41,763 46,191 57,496| 59,422 61,717
53 Mortgages . e e 3,353 5,015 11,556 14,345} 21,248 25,236| 26,494 | 28,086 34814 35637 137,166
54 Cash and investment securities! , ... L 2,453 3,683 4,310 5,901 6,675 6,890 7,514 9,245 9,587 9,653
55 Other . . . P N 1,833 3,396 4,058 6,518 7,749 8379 10,591 13,437 14,198| 14,898
56 Liabilities and net worth | ... .. 6,859 9,401 | 18,635 22,713| 33,667 39,660 41,763 46,191| 57,496 59,422| 61,717
57 Savings and capttal ..... . | ... .. 5.877 8,050 | 15,377 18,598 27,419 32,446 34,108 37,284 | 47,058] 48,544 | 50,384 n.a.
58 Borrowed money ... . . 717 2,160 2,719 4,1461 4,831 5,008 5,445 6,598 6,775 6,981
59 FHLBB P . . 396 1,550 1,979 2,755 3,094 3,131 3,572 4,192 4,323 4,381
60 Other . .............. - 321 610 740 1,391 1,737 1,877 1,873 2,406 2,452 2,600
61 Other e e e 203 305 453 759 755 919 1,142 1,089 1,293 1,428
62 Net worthd........ . R 431 793 943 1,343 1,628 1,728 2,320 2,751 2,810 2,924
Memo
63 Loans in process? . . 98 121 265 335 650 791 828 934 1,120 1,181 1,222
64 Mortgage loan committments
outstanding®. .. ... . A 431 592 2 1,113 1,438 1,743 1,774 2,130{ 2,064] 2230 »

1. Holdings of stock of the Federal Home Loan Bunks are in “other assets,”

2. Beginning in 1982, loans in process are classified as contra-assets and are
not included in total liabilities and net worth, Total assets are net of loans 1n
process

3. Includes net undistributed income accrued by most associations.

4. Excludes figures for loans in process, which are shown as a lability.

5. The National Council reports data on member mutual savings banks and on
iavxl?gs banks that have converted to stock institutions, and to federal savings

anks.

6. Begimning April 1979, includes obligations of U S government agencies
Before that date, this item was included in **Corporate and other.”

7. Includes securtties of foreign governments and international organizations
and, before April 1979, nonguaranteed 1ssues of U S government agencies

8. Excludes checking, club, and school accounts.

9 Commitments outstanding (1ncluding loans 1n process) of banks in New
York State as reported to the Savings Banks Association of the State of New
York.

10. Direct and guaranteed obhgations Excludes federal agency issues not
guaranteed, which are shown in the table under **Business™ securities

1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Mulions of dollars

11 Issues of foreign governments and thewr subdivisions and bonds of the
International Bank for Reconstruction and Development

12 As of June 1982, data include only federal or federally insured state credit
unions serving natural persons

NoTe Savings and loan associations FEstumates by the FHLBB for all
associations 1n 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 further revision.

Mutual savings banks Estimates of National Council of Savings Institutions for
all savings banks in the Umited States,

Life insurance companies. Estimates of the American Council of Life Insutance
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, 1n total, in “'other assets,”

Credu untons. Estimates by the National Credit Umon Admimstration for a
group of federal and federally insured state credit unions serving natural persons
Figures are prelminary and revised annually to incotporate recent data.

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year 1982 1983 1983
1981 1982 1983
H! H2 Hi Oct. Nov Dec.
U.S. budget
| Receiptst..... . 599,272 617,766 600,562 322,478 286,338 306,331 45,156 46,200 58,041
2 Qutlayst .. . .. ..o 0 657,204 728,375 795,917 348,678 390,846 396,477 70,225 67,792 74,702
3 Surplus, or deficit (=) ..., --57,932 —110,609 ~195,355 -26,200 —104,508 —90,146 —25,069 ~21,592 - 16,661
4 Trustfunds ........ ... oL 6,817 5,456 23,056 —17,690 —6,576 22,680 - 1,471 —3,408 3,921
S Federal funds?3 ... . . ..., —64,749| ~116,065 —218,410 —43,889 =97,934| —112,822 -23,598 —18,183 —20,579
Off-budget entities (surplus, or deficit (=)
6 Federal Financing Bank outlays ... ..., —20,769 —14,142 —10,404 —7,942 —4,923 ~-5,418 1,347 —526 =312
7 Other™4. . ... .. i -236 -3,190 —-1,953 227 -2,267 —-528 100 —-152 400
U.S. budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (=) ........ —78,936| ~—127,9401 —207,711 -33,914| 111,699 -96,094 —23,623 -22,270 -16,572
Source or financing
9  Borrowing from the public . . 79,329 134,993 212,425 41,728 119,609 102,538 11,732 8,946 15,501
10 Cash and monetary assets (decrease, or
increase (—), oo —1.878 —-11,911 9,889 —408 -9,057 ~9,664 9,525 21,277 —6,092
{1 Other’....... C 1,485 4,858 5,176 -7,405 1,146 3,222 2,367 -7,953 7,164
MEMO
12 Treasury operating balance (level, end of
period) ........ B 18,670 29,164 37,057 10,999 19,773 100,243 27,100 5,213 11,817
13 Federal Reserve Banks ..., 3,520 10,975 16,557 4,099 5,033 19,442 4,841 2,896 3,661
14  Tax and loan accounty .. . 15,150 18,189 20,500 6,900 14,740 72,037 22,259 2,316 8,157

1. Effective Feb 8, 1982, supplemental medical insurance premiums and
voluntary hospital insurance premiums, previously included in other insurance
receipts, have been reclassified as offsetting receipts in the health function

2. Half-year figures are calculated as a residual (total surplus/deficit less trust
fund surplus/deficit)

3. Other off-budget includes Postal Service Fund; Rural Electrification qnd
Telephone Revolving Fund; Rural Telephone Bank, and petroleum acquisition
and transportation and strategic petroleum reserve effective November 1981,

4, Includes U S. Treasury operating cash accounts; SDRs; gold tranche
drawing rights, loans to lnterpational Monetary Fund, and other cash and
monetary assets

5 Includes accrued Interest payable to the public, allocations of special
drawing rights, deposit funds, miscellaneous liability (including checks outstand-
ing) and asset accounts, seigniorage; increment on gold; net gain/loss for U.S.
currency valuation adjustment; net gam/loss for IMF valuation adjustment; and
profit on the sale of gold

Source ‘‘Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government *' Treasury Bulletin, and the Budget of the Umnited States Govern-
ment, Fiscal Year 1985.
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1.39 U.S. BUDGET RECEIPTS

Millions of dollars

AND OUTLAYS

Calendar year
Fiscal Fiscal Fiscal
Source or type year year year
1981 1982 1983 1982 1983 1983
H1 H2 H1 Oct Nov Dec
REecrirTs
| All sources! .... . . . ...... 599,272 617,766 600,563 322,478 286,338 306,331 48,102 46,200 58,041
2 Individual income taxes, net 285,917 297,744 288,938 150,565 145,676 144,550 23,227 22,700 25,577
3 Withheld R P 256,332 267,513 266,010 133,575 131,567 135,531 21,720 22,550 24,482
4 Presidential Election Campaign Fund 41 39 36 34 5 30 0 0 1]
5  Nonwithheld..... .. ........ ... 76,844 84,691 83,586 66,174 20,040 63,014 2,022 1,011 1,948
6 Refunds . .. . . . 47,299 54,498 60,692 49,217 5,938 54,024 515 861 854
Corporation income taxes
7 Gross receipts 73,733 65,991 61,780 17,836 25,661 33,522 2,824 1,827 11,558
8 Refunds . 12,596 16,784 24,758 8,028 11,467 13,809 2,356 1,360 636
9 Social insurance taxes and contributions,
net . . . . 182,720 201,498 209,001 108,079 94,278 110,521 15,707 16,780 16,120
10 Payroll employment taxes and
contributions? . 156,932 172,744 179,010 88,795 85,063 90,912 14,266 14,151 15,435
It Self-employment taxes and
contributions?. . ... ..o 6,041 7,941 6,756 7,357 177 6,427 0 103 0
12 Unemployment insurance 15,763 16,600 18,799 9,809 6,857 11,146 1,100 2,166 289
13 Other net receipts'4 3,984 4,212 4,436 2,119 2,181 2,196 341 360 396
14 Excise taxes 40,839 36,311 35,300 17,525 16,556 16,904 3,142 3.259 3,011
15 Customs deposits 8,083 8,854 8,655 4,310 4,299 4,010 766 904 855
16 Estate and gift taxes . . . . ... 6,787 7.991 6,053 4,208 3.445 2.883 488 453 484
17 Miscellaneous receipts’ 13,790 16,161 15,594 7,984 7,891 7,75t 1,357 1,637 1,072
OUTLAYS
18 All typesl ......................... 657,204 728,424 795,917 348,683 390,847 396,477 70,225 67,792 74,702
19 National defense 159,765 187,418 210,461 93,154 100,419 105,072 17,416 17,947 19,576
20 International affairs . . 11,130 ,98 927 5,183 ,406 L7058 1,083 318 2,647
2! General science, space, and technology 6,359 7.070 7777 3,370 3,903 3,486 880 777 480
22 Energy . .. . . e e 10,277 4,674 4,035 2,946 2,059 2,073 253 342 534
23 Natural resources and environment....... 13,525 12,934 12,676 5,636 6,940 5,892 1,251 974 1,221
24 Agriculture . ... Lo e 5,572 14,875 22,1713 7,087 13,260 10,154 1,718 766 1,452
25 Commerce and housing credit ... ....... 3,946 3,865 4,721 1,408 2,244 2,164 1,848 —288 565
26 Transportation . 23,381 20,560 21,231 9,915 10,686 9918 3,051 2,118 2,030
27 Community and regional development . 9,394 7,165 7,302 3,055 4,186 3,124 1,015 686 752
28 Education, training, employment, soctal
services . 31,402 26,300 25,726 12,607 12,187 12,801 2,165 2,205 2,214
29 Health! e e e 65,982 74,017 81,157 37,219 39,073 41,206 7,928 7,064 7,149
30 Income security. ... 225,101 248,343 280,244 112,782 133,779 143,001 20,922 22,810 24,040
31 Veterans benefits and services 22,988 23,955 24,845 10,865 13,241 11,334 1,940 2,051 3,336
32 Administiation of justice ... . ... ... 4,696 4,671 Kl 2,334 2,373 2,522 442 396 448
33 General government .. .. ... 4,614 4,726 4,991 2,400 2,322 2,434 143 535 364
34 General-purg)use fiscal assistance 6,856 6,393 6,287 3,325 3,152 3,124 1,644 337 64
35 Netnterestd,...... . . 68,726 84,697 89,7747 41,883 44,948 42,358 7,5367 9,464 8,712
36 Undistributed offsetting receipts’ —16,509 -13,270 —21,4247 —6,490 -8,333 -8,885¢ 1,010 ~710 —889

1. Effective Feb. 8, 1982, supplemental medical msurance premiums and
voluntary hospital msurance premiums, previously included in other insurance
receipts, have been reclassified as offsetting receipts in the health function

2 Old-age, disability, and hospital insurance, and railroad retirement accounts.

3. Old-age, disabihty, and hospital insurance

4 Federal employee retirement contributions and civil service retirement and
disability fund.

5. Deposits of earnings by Federal Reserve Banks and other miscellaneous
receipts

6. Net interest function includes interest received by trust funds

7 Consists of rents and royalties on the outer continental shelf and U.S
government contributions for employee retnement.

Source. ‘‘Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government' and the Budget of the U.S Government, Fiscal Yeur 1985,
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1981 1982 1983
Item
Dec. 31 Mar. 31 June 30 Sept 30 Dec. 31 Mar. 31 June 30 Sept 30 Dec 31

i Federal debt outstanding ..... . 1,034.7 1,066.4 1,084.7 1,147.0 1,201.9 1,249.3 1,324.3 1,381.9 na
2 Public debt securities  ...... 1,028.7 1,061 3 1,079.6 1,142.0 1,197 1 1,244 5 1,319 6 1,377 2 1,410.7
3 Heldbypublic. .. .......... . ... ... 825.5 858.9 867.9 925 6 9877 1,043 3 1,090.3 1,138 2
4 Held by agencies. . 203.2 202.4 2117 216.4 2094 201.2 229.3 2390

5 Agency securities ... .. . . . e e 6.0 51 5.0 50 48 48 47 4.7
6 Held by public..... N 46 3.9 39 3.7 37 37 36 16 na

7 Held by agencies ......... . N 14 1.2 1.2 1.2 1.2 1.1 11 11

8 Debt subject to statutory limit........... . L 1,029.7 1,062.2 1,080.5 1,142.9 1,197.9 1,245.3 1,320.4 1,378.0 1,411.4

9 Public debt secunities ... . ..o 1,028.1 1,060.7 1,079.0 1,141.4 1,196.5 1,243.9 1,319 0 1,376.6 1,410.1
10 Other debtt....... . . ... ... 1 15 15 1. 1. 14 14 13 1.3
i1 Mrso. Statutory debt mit..... . .. ..., 1,079.8 1,079.8 1,143 1 1,143.1 1,290.2 1,290.2 1,389 0 1,389 0 1,490.0

I Includes guaranteed debt of government agencies, specified participation NOTE Data from Zreasury Bulletin (U.S. Treasury Department)
certificates, notes to international lending organizations, and District of Columbia
stadium bonds.
1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1983 1984
Type and holder 1979 1980 1981 1982
Sept Oct. Nav. Dec. Jan.
i Total gross public debt 845.1 930.2 1,028.7 L1971 1,377.2 1,384.6 1,389.2 1,410.7 1,437.4
By type

2 Interest-bearng debt . ... L 844.0 928 9 1,027.3 1,195.5 1,375.8 1,383 3 1,387 9 1,400 9 1,435 6

3 Marketable .. ... . ... 5307 623.2 720. 881.5 1,024.0 1,035.3 1,044.3 1,050.9 1,081.9

4 Bills . o0 0 Ll 172 6 216 1 2450 311.8 340.7 339.0 335.3 3438 346.9

5 Notes 283 4 321.6 3753 465 0 557§ 566.2 5753 573.4 597 6

6 Bonds... ......... 74.7 854 999 104.6 125.7 129.2 133.8 633.7 137.4

7 Nonmarketable!. ... ... .. .. . 313.2 3057 3070 314.0 3518 3479 3435 350 0 537

8  Convertible bonds2 . .. .. . . 224 . ) . . . . .

9  State and local government series 24.6 238 23.0 25.7 351 353 57 361 367
10 Foreign issues’ . ...... N 288 24.0 190 14.7 11.5 1.5 10.5 10.4 10.8
11 Government . 23.6 17 6 149 13.0 115 s 105 104 10.8
12 Pubhc .. ...... .. 53 6.4 41 1.7 0 0 0 0
13 Savings bonds and notes . ......... 79.9 725 68.1 68.0 703 70 6 709 707 710
14 Government account seriest . .. .. ... 1775 185.1 196 7 205 4 234.7 230.3 2262 2319 2350
I5 Non-interest-bearing debt . ....... 1.2 1.3 1.4 16 15 t3 13 9.8 1.8

By holder’

16 U.S government agencies and trust funds, ... 187 1 192.5 2033 209.4 235 ¢ Y L
17 Federal Reserve Banks ......... ...... PPN 117.5 121.3 131.0 139.3 155.4
I8 Private mvestors... ..., 540.5 6164 694 5 848.4 982 7
19 Commercial banks .............. . . .. ... 96.4 116.0 109.4 131.4 176.3
20 Mutual savings banks. . . 4.7 54 5.2 na ’

21 Insurance companies 16.7 20 1 19.1 38.7
22 Other compantes . . ..... . 22.9 25.7 37.8 na na n.a na n.a n.a
23 State and local governments. ..., . .. 69.9 78.8 85.6 113.4 '
Individuals
24 Savings bonds .. ..., 799 72.5 68.0 68 3 70.6
25 Other securities. ... ... 36.2 567 75.6 48.2 57.9
26  Foreign and international® ., . . e 124 4 127.7 141 4 149.4 160 8
27 Other miscellaneous nvestors’. ... ... . o 90.1 106.9 152.3 2332 n.a Y Y

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration, depository 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 1% percent, 5-year
marketable Treasury notes Convertible bonds that have been so exchanged are
removed from this category and recorded in the notes category (line 5).

3 Nonmarketable dollar-denominated and foreign currency-denominated
series held by foreigners.

4. Held almost entirely by U S. government agencies and trust funds.

5, Data for Federal Reserve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates.

6 Consists of investments of foreign balances and international accounts in the
United States.

7. Includes savings and loan associations, nonprofit institutions, corporate
pension trust funds, dealers and brokers, certain government deposit accounts,
and government sponsored agencies.

NoTE. Gross public debt excludes guaranteed agency secunties

Data by type of secunity from Monthly Statement of the Public Debt of the
Un;rcd States (U.S. Treasury Department); data by holder from Treasury
Bullenn,
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions

Par value; averages of daily figures, in millions of dollars

1983 1983, week ending Wednesday
Item 1980 1981 1982
Oct ¥ Nov Dec Oct 26r | Nov 2 ] Nov 9 [Nov 16 |Nov. 23 |Nov 30
Immediate dehivery!
U.S government securities. . . 18,331 24,728 [ 32,271 46,071 48,749 | 42,471 44,657 42,823 49,391 58,643 | 44,221 45,481
By matunty
2 Bils .......... o 11,413 14,768 18,398 | 24,194 24,8801 23,658 | 21,481 24960 25,397 | 26,068 22,883 | 23,500
3 Other within | year . 421 621 810 757 1,014 930 715 949 888 1,141 821 1,086
4 1-5 years 3,330 4,360 6,272 10,170 10,419 7,909 12,082 7,747 11,458 12,392 11,142 8,388
5 5-10 years 1,464 2,451 3,557 5,832 6,446 5,129 5,842 5,021 5,317 9,766 4,223 8,033
6 Over 10 years. . 1,704 2,528 3,234 5,019 5,991 4,845 4,537 4,146 6,331 9,276 5,152 4,476
By type of customer
7 U S. government secunties
dealers ............ 1,484 1,640 1,769 2,470 2,532 2,423 2,637 2,607 3,037 2,940 2,145 2,111
8 U.S. government securities
brokers .. oo 7,610 11,7501 15,659| 23,394 23,022 19,117 21,409 21,039 24,305| 27,245| 20,266 21,181
9 All others?. .. . . 9,237 11,337 15,3441 20,2071 23,195 20,931 20,611 19,1781 22,0491 28,459 | 21,809| 22,190
10 Federal agency secunities. . ... 3,258 3,306 4,142 6,853 6,743 5,959 6,585 5,840 7,673 8,379 6,703 4,345
11 Certificates of deposit 2.472 4,477 5,001 4,206 4,334 4,405 4,123 4,115 31913 4,448 4,763 4,360
12 Bankers acceptances .. . ...o..o.ie..n 1,807 2,502 2,659 2,737 2,361 2,084 2,566 2,758 3,037 2,665 2,494
13 Commercial paper . ........... 6,128 7,595 8,626 8,307 7,963 8,391 8,337 8,391 8,671 8,565 7,454
Futures transactions?
14 Treasury bills . ... 3,523 5,031 7.976 7,189 6,451 6,165 5,896 8,556 8,220 7,843 4,406
1S Treasury coupons .  ....... .. «on n.a, 1,330 1,490 3.175 3,443 2,487 3,228 2,481 2,932 3,762 4,497 2,782
16 Federal agency securities. . . 234 259 208 293 194 211 169 389 235 305 217
Forward transactions4
17 US government securities 365 835 1,101 1,520 1,171 2,069 724 1,450 2,233 1,814 860
18  Federal agency securities. . 1,370 982 1,796 1,953 1,906 1,509 1,427 2,380 2,988 1,760 1,044

1. Before 1981, data for immediate transactions include forward transactions.

2 Includes, among others, all other dealers and brokers in commodities and
secunties, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System

3. Futures contracts are standardized agreements arranged on an orgamized
exchange 1n which paities commit to purchase or sell securtties for delivery at a

from the date of the transaction for government securities (Treasury bills, notes,
and bonds) or after 30 days for mortgage-backed agency issues.

NO("I'E. Averages for transactions are based on number of trading days m the
period,

Transactions are market purchases and sales of U.S. government securnities
dealers reporting to the Federal Reserve Bank of New York. The figures exclude

future date,

4. Forward transactions arc agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days

allotments of, and exchanges for, new U S government securities, redemptions
of called or matured securities, purchases or sales ot secunties under repurchase
agreement, reverse repurchase (resale), or similar contracts

1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing
Averages of daly figures, in millions of dollars

1983 1983, week ending Wednesday
Item 1980 1981 1982
Oct Nov. Dec. Oct § Oct 12 Oct. 19 | Oct 26 Nov 2
Positions
Net immediate!
1 S government securities . ..., 4,306 9,033 9,328 4,9977 1,672 2,369 9,1787 4,306 3,321 5,851 3,654
2 Bills . ..., . 4,103 6,485 4,837 2,1447 1,598 ~1,437 2,8477 671 2,830 2,657 2,493
3 Other within t year... ... —1,062 -1,526 -199 -464/ —142 47 —-397 - 307 ~642 -511 —472
4 =Syears . .o s 434 1,488 2,932 3,021 1,559 678 5,024 3,051 1,003 3,770 2,826
5 S—t0years . .. . ... 166 292 -341 132 -1,205 —~745 1,151 650 357 -220| 1,353
6 Over 10 years ...... 665 2,294 2,001 164 ~138 -912 552 241 -227 155 160
7 Federal agency secunties 797 2,277 3,712 10,152 9,364 11,518 9,216 9,961 11,052 10,201 9,864
8  Certficates of deposit. ... 3,115 3,435 5,531 6,803 7,528 7,438 6,303 6,586 6,610 6,980 7,494
9 Bankers acceptances 1,746 2,832 4,062 4,554 4,228 3,423 3,647 4,310 4,415 4,344
10 Commercial paper. 2,658 3,317 3,385 3,207 3,822 3,908 3,945 3,149 3,131 3,134
Futures positions
11 Treasury bills . 8,934 —2,508) -8,339r ~5,626 —~2.916} —10,936" —R,801 -7.567 —8,044 —6,787
12 Treasury coupons ......... n.a. -2,733 -2,361 -7107 -153 1,ol6f -1.,612 —808 -524 -542 -23
13 Federal agency securities 522 —224 308 569 386 144 207 309 387 448
Forward positions
14 U.S govelament securitics. . - 603 7881 -1,756 —13,246 -2.971 —1,452 —-1,613 —1,422 —1,951 -2,592
15 Federal agency securities —451 =1190 [ ~6,219 —5.968 =7,703| -5,373 —6,398 ~7,0587 -6,099 ~5,300
Financing?
Reverse repurchase agrecmcnls3 .....
16  Overnight and continuing ~ .... .. ? 14,568 26,754 33,623 34,944 36,710 31,848 35,141 33,832 33,665 33,652
17 Term agreements  ...... 32,048 48,2471 53,194 62,966 65,578 51,443 52,473 53,250 55,610 59,693
Re(gurchase agreements? na,
18 vermght and continming ..., # 35,919 49,695 63,269 60,962 65,095 61,406 64,385 65,385 61,899 63,148
19 Term agreements. .. ..... 29,449 43,410 47,319 55,306 53,560 | 47,263 45,856 46,396 49,760 51,264

For notes see opposite page
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1983
Agency 1981} 1981 1982
June July Aug Sept Oct Nov
| Federal and federally sponsored agencies 188,665 | 221,946 237,085 235,041 236,037 236,931 236,610 | 239,121 240,177
2 Fedeial agencies 28,606 31,806 33,055 33,353 33,436 33,420 33,744 33,735 33,813
3 Defense Department! 610 484 354 298 284 274 264 258 253
4 Lxport-lmport Bank®}, | 11,250 13,339 14 218 14,563 14,563 14,564 14,740 14,740 14,740
S Federal Housing Admustiation? 477 413 288 228 220 213 206 203 197
6 Government National Mortgage Assouation
pz\mcmduon ccmﬁcalcsi 2,817 2,715 2,165 2,165 2,165 2,165 2,165 2,165 2,165
7 Postal Service® 1,770 1,538 1 471 1,404 1,404 1,404 1,404 1,404 1,404
8  [I'ennessee Valley Authonty . 11,190 13,145 14,369 14,570 14,675 14,675 14,840 14,840 14,945
9 Umted States Raillway Asmualmn" 492 AR 194 125 125 125 125 125 109
10 Federally sponsoted agencies? 160,059 [ 190,140 204.030| 201,688 | 202,601 203,511} 202,866 205,386| 206,364
11 rederal Home f.oan Banks . 37,268 54,131 55 967 48,871 49,065 49,081 49,283 49,956 49,285
12 Federal Home Loan Mortgage (,oxpol .mun 4,686 5,480 4.524 6,500 6,146 5,875 6,134 6,950 7,024
13 Fedeial National Mortgage Assoclation 55,182 58,749 70,052 71,303 71,612 72,163 71,258 71,965 73,531
14 Farm Credit Banks 62,923 71,359 71.896 72,652 73,306 73,744 73,046 73,465 73,474
15 Student Loan Marketing Assuuduun (8) 421 1.591 2,362 2,472 2,648 3,145 3,050 3,050
My Mo
16 Federal Financing Bank debt’ 87,460} 110,698 126,424 131,987 | 133,367 134,505| 136,081 | 134,799 135,361
Lending to federal and federally sponsored
agencies
17 Export- lmp(m Bank? 10,654 12,741 14,177 14,493 14,493 14,493 14,676 14,676 14,676
18 Postal Seivice® 1,520 1,288 1,221 1,154 1,154 1,154 1,154 1,154 1,154
19 Student Loan Marketing Assuu‘\tmn 2,720 5,400 5.000 5,000 5,000 5,000 5,000 5,000 5,000
20 Tennessee Valley Authonty 9,465 11,390 12,640 12,845 12,950 12,950 13,115 13,175 13, 220
21 Umited States Ralway Association® 492 202 194 125 125 125 125 125
Other Lending'0
22 Faymers Home Adiministiation 39,431 48,821 53,261 54,946 55,776 56,386 55,691 55,916 55,916
23 Rural LElectutfication Adnunistration 9,196 13,516 17,157 18,378 18,497 18,638 18,936 19,093 19,216
24 Other 11,262 12,740 22,774 25,046 25,372 25,759 27,384 25,660 26,070
1 Consists of mottgages assumed by the Defense Department between 1957 7 Includes outstanding noncontingent habilties. Notes, bonds, and deben-
and 1963 under tamily housing and homeowners assistance progiams tures

2. Includes participation certificates reclassihied as debt begmning Oct. 1, 1976

3 Off-budget Aug 17, 1974, through Sept 30, 1976, on-budget xhuedtlu

4. Consists of debentures 1ssued in payment of Federal Housing Adnunistration
msurance claims  Once sssued, these secunties may be sold prvately on the
securities market.

5. Certfficates of parhcipation 1ssued before fiscal 1969 by the Government
National Mortgage Association acting as tiustee for the Fatmers Home Adimunts-
tration; Department ot Health, Education, and Weltare; Department of Housing
and Urban Development; Small Business Administration, and the Veterans
Administration,

6. Off-budget

8 Betore late 1981, the Assoctation obtained financing through the bederal

[Financing Bank
T'he FEB, which began operations in 1974, 1s authorized to purchase or sell

obligations 1ssued, sold, or guaanteed by other tederal agencies Since I'FB
inctits debt solely for the putpose of fending to other agencies, its debt 15 not
included 1n the mam portion of the table in order to avoid double counting

10 Includes FFB putchases of agency assets and guaranteed loans, the lattet
contan loans guaranteed by numerons agencies with the guarantees of any
patticular agency being generally small. The Farmers Home Administiation item
consists exclusively of agency assets, while the Rural Electnfication Admimistia-
tion entry contains both agency assets and guaranteed loans

NOTES TO TABLE | 43

1. Immediate positions are net amounts (in ferms of pat values) of secutities
owned by nonbank dealer firms and dealer departments of commeicial banks on a
commutment, that ss, tade-date basis, including any such secunties that have
been sold under agreements to repwichase (RPs) The matunities ot some
1epurchase agicements are sufficiently tong, however, to suggest that the secun-
ties involved are not available for trading purposes. Securties owned, and hence
dealer positions, do not include secunities to tescil (teverse RPs), Before 1981,
data for immediate positions include forward positions,

2 Figures cover finuncing involvimg U 8§ government and federal agency
secunties, negotiable CDs, bankers acceptances, and commercial paper

1 Includes all 1everse teputchase agreements, tncluding those that have been
ananged to make delivery on short sales and those for which the secuntics
obtatned have been used as collateral on borrowings, that is, matched agreements

4 Includes both repurchase agreements undettaken to finance positions and
“matched book' 1epurchase agreements

No1i Data for positions are averages ot daily figutes, n teims of par value,
based on the number ot trading days n the period. Positions are shown net and are
on a commitiment basis Data for financing are based on Wednesday figures, m
terms of actual money borrowed or lent
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1.45 NEW SECURITY ISSUES of State and Local Governments

Millions of dollars

T ¢ 1983
ype of 1ssue or 1ssuer,
oF Use 1980 1981 1982
Apr’ May” June” July” Aug.” Sept.” Oct.” Nov.
1 All issues, new and refunding' .... .... . . ... 48,367 | 47,732 | 78,950 | 11,024 9,583 7,546 4,359 6,174 6,094 6,502 5,645
pe of 1ssue
Gyeneral obligation . ....... ... 14,100 | 12,394 | 21,088 3,461 3,571 1,550 859 1,606 1,248 1,901 1,662
U.S. government loans? e 38 34 228 2 6 7 7 9 14 15 15
4 Revenue ............ PN 34,267 | 35,338 | 57,862 7.563 6,012 5,996 3,500 4,568 4,846 4,601 3,983
S U S. government loans? ... | o 57 55 461 9 14 16 26 29 35 39 39
Type of 1ssuer
6 State ....... ..o e 5,304 5,288 8,406 1,745 830 277 484 673 452 856 405
7 Special district and statutory authority . 26,972 | 27,499 | 45,000 5.812 4,478 4,253 3,009 3,351 4,151 4,334 3,228
8 Municipalities, counties, townships, school districts 16,090 | 14,945 | 25,544 3,467 4,275 3,016 B66 2,150 1,491 1,312 2,012
9 Issues for new capital, total . .. . e .. 46,736 | 46,530 | 74,613 9,076 6,989 6,040 3,873 4,598 §,464 5,069 5,196
Use of proceeds
10 Education... .. .. .. o e e 4,572 4,547 6,444 681 828 881 535 7t4 526 442 501
11 Transportation........ .... . . 2,621 3,447 6,256 560 419 233 274 261 194 250 327
12 Utihties and conservation ......  ...... 8,149 } 10,037 | 14,254 2,592 1,513 938 268 279 1,236 5§93 1,085
13 Social welfare . . ..... ... . 19,958 12,729 | 26,605 3,158 2,069 2,119 1,920 2,135 2,321 2,551 2,004
14 Industrial aid . .. .. NN , 3,974 7,651 8,256 485 708 666 383 248 468 288 472
15 Other purposes . ....... e 7,462 8,119 | 12,797 1,600 1,452 1,203 493 958 719 945 807

1. Par amounts of long-term issues based on date of sale
. 2. Consists of tax-exempt issues guaranteed by the Farmers Home Admimistra-
tion,

1.46 NEW SECURITY ISSUES of Corporations
Millions of dollars

SoURCE. Public Securities Association.

T b . 1983
ype of issue or issuer,
oF use 1980 1981 1982
Mar. Apr May June July Aug. Sept. Oct.r
1 Al fssuest2. ... .. . BN 73,694 70,441 84,198 11,728 10,468 11,489 8,165 6,474 5,941 6,568 6,592
2 Bonds s e 53,206 45,092 53,636 5,317 6,018 7,017 2,244 2,550 2,547 2,865 3,055
Type of offering
3 Public. .. ........... . 41,587 38,103 43,838 5,317 6,015 7,017 2,244 2,550 2,547 2,865 3,055
4 Private placement .. . 11,619 6,989 9,798 n.a n.a. n.a. na. na. na na na.
Industry group
5 Manufacturing ..... . . ..., 15,409 12,325 13,123 962 1,449 2,158 706 60 200 282 367
6 Commercial and miscellaneous .. ... .. 6,693 5,229 5,681 511 1,109 1,085 425 228 458 353 114
7 Transportation e 3,329 2,052 1,474 0 175 150 115 148 0 0 )
8 Pubbicutility.......... ........... 9,557 8,963 12,155 950 755 1115 363 k2] 355 590 510
9 Communication N 6,683 4,280 2,265 650 725 505 250 1,100 0 100 50
10 Real estate and financial ...... .. .... 11,534 12,243 18,938 2,244 1,802 2,034 385 692 1,534 1,540 2,014
I1 Stocks®....... L e 20,489 25,349 30,562 6,411 4,453 4,472 5,921 3,924 3,394 3,703 3,842
Type
12 Prefcrrcd e . e 3,631 1,797 5,113 893 440 492 665 290 247 644 300
13 Common..... .... e e 16,858 23,552 25,449 5,518 4,013 3,980 5,256 3,634 3.147 3,059 3,542
Industry group
14 Manufacturing L 4,839 5,074 5,649 1,654 1,424 1,545 2,449 1,015 1,309 962 744
15 Commercial and mlacellaneuus e . 5,245 7.557 7,770 1,225 1,494 922 1,358 1,415 743 997 868
16 Transportation ... .. PN 549 779 709 9 13 21 109 337 145 165 305
17 Pubhc utility ... ..., Coe 6,230 5.577 7,517 674 639 264 550 72 263 200 588
18 Commumcation ... .... NN 567 1,778 2,227 1,133 37 8 138 20 236 0 36
19 Real estate and financial ....... . 3,059 4,584 6,690 1,634 746 1,512 1,317 1,065 698 1,379 1,301

| Figures, which represent gross proceeds of issues maturing in more than one
year, sold for cash in the United States, are principal amount or number of umts

multiplied by offering price. Excludes offerings of less than $100,000, secondary

offerings, undefined or exempted 1ssues as.deﬁned n the Securities Act of 1933,
employee stock plans, investment companies other than closed-end, intracorpo-

rate transactrons, and sales to foreigners

the Federal Reserve System

2. Data for 1983 include only public offerings
3. Beginning in August 1981, gross stock of
from swaps of debt for equity.

t%enngs include new equity volume

SouRCE. Secunties and Exchange Commussion and the Board of Governors of



Corporate Finance A35

1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Multions of dollars

1983
Item 1982 1983
May June July Aug. Sept Oct Nav Dec
INVESTMENT COMPANILS!
I Sales of own shares? - o 45,675 84,813 7,51 8,107 6,944 6,032 5915 6,532 6,341 6,866
2 Redemptions of own shares? 30,078 57,119 4,486 5,416 4,500 4,885 4,412 4,264 3,920 5,945
3 Netsales . e e o . 15,597 27,694 3,091 2,691 2,444 1,147 1,503 2,268 2,421 921
4 Assetst..... . L o 76,841 113,404 101,423 106,449| 104,279| 104,494 109,455 107,314 | 113,052} 113,404
5 Cash pmmunS . R 6,040 8,353 . 9,110 8815 8,045 8,868 8.256 9,395 8,353
6 Other . . e o 70,801 105,051 92,652 97,339 95,464 93,449 100,587 99,058 103,657 105,051

1. bxcluding money market funds.

2 Includes remvestment of investment income dividends  Excludes remnvest-
ment of capital gains distributions and share issue of conversions from one fund to

another o the same group

3. Excludes share redemption resulting from conversions from one fund to

another in the same group
4 Market value at end of period, less current habilities,

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at scasonally adjusted annual rates

S Abso mdludes alt U S government secunmies and other short-term debt
securities,

Nott Investment Company Institute data based on teports of members, which
comprise substantially all open-end investment companies registered with the
Securities and Exchange Commission Data reflect newly formed companies after
their inttial offering of secunties

1981 1982 1983
Account 1980 1981 1982

Q4 Ql Q2 Q3 Q4 Qi Q2 Q1

I Corporate profits with inventory valuation and
capital C(msumpuon ddjuslmenl ,,,,,, 175 4 192.3 164 8 192.0 162 0 166 8 168 5 161.9 181.8 2182 248 4

2 Profits before tax, o e 234 6 227.0 174 2 217 2 173 2 178 8 17713 167.5 169.7 2033 229 1
3 Profits tax IIdblllly . . e 84 8 828 59 1 75.6 60 3 614 60 8 540 615 76 0 849
4 Profits after tax S . 149 8 144 | 1151 1417 112.9 174 116 S 13 s 108 2 1272 144.1
5 Dividends 58 6 647 68 7 67.3 67.7 67.8 R 8 70 4 714 720 73.7
6 Undistributed pmhtq . 912 79.4 46 4 74 4 452 495 477 431 36.7 552 70 4
7 Inventory valuation ... L -429 -23.6 83 - 157 5.5 g -90 -10.3 -7 106 -183
8 Capital consumption dd_|uslmcm AN --16.3 -110 =11 -95 56 3.5 1 47 139 25.6 37.6

Sourcr. Survey of Current Business (Department of Commerce)
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1.49 NONFINANCIAL CORPORATIONS Current Assets and Liabilities

Billions of dollars, except for ratio

1982 1983
Account 1977 1978 1979 1980 1981
Q3 Q4 Q1 Q2 Q3

} Current assets. o e 9127 1,043.7 1,214.8 1,327.0 1,419.3 1,441.8 1,425.4 1,436.5 1,464.2 1,522.4
2 Cash.... ... L 97.2 105§ 118.0 126 9 131.8 126.9 144.0 139.7 145.7 148.4
3 U S government securities. . . . .. 18.2 172 16 7 18.7 17.4 18.9 22.4 25.8 27.5 26.3
4 Notes and accounts recervable.. ............ ... 3303 388.0 459.0 506.8 5303 534.2 511.0 517.9 534.3 562.7
S Inventories.. . .. e e e 3769 431.8 505.1 542 8 585.1 596.5 5752 573.2 570.5 5911
6 Other......... e e 90t 101.1 116.0 131.8 154.6 165.3 1726 1799 186.2 193.8
7 Current ligbilitles.. ............. .. . .. . 557.1 669.5 807.3 889.3 976.3| 1,007.6 977.8 986.3 997.7| 1,038.6
8 Notes and accounts payable ............... . 317.6 383.0 460.8 513.6 558.8 562.7 552.8 5432 551.6 578.8
9 Other...... ......... PN 239.6 2865 346.5 3757 4178 4449 425.0 443.1 446 | 4599
10 Net working capital . ............. ..... .. . 355.5 374.3 407.5 437.8 42.9 434.2 47.6 450.2 466.5 483.7
11 MEMo: Current ratio!. ......... G 1.638 1.559 1 505 1.492 1.454 1.431 1.458 1.456 1.468 1.466
1 Ratio of total current assets to total current liabilities All data in this table reflect the most current benchmarks. Complete data are
available upon request from the Flow of Funds Section, Division of Research and
Note. For a description of this series, see **Working Capital of Nonfinancial Statistics, Board of Governors of the Federal Reserve System Washington, D.C.

Corporations’’ in the July 1978 Bur teTIN, pp 533-37. 20551

SouRCE. Federal Trade Commssion and Bureau of the Census.

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment
Bullions of dollars; quarterly data are at seasonally adjusted annual rates.

1982 1983 1984
Industry! 1982 1983 1984!
Q3 Q4 Q1 Q2 Q3 Q4! Qnu Q2!
1 Total nonfarm business e 316.43 303.20 332 315.79 303.18 293.03 293.46 304.70 321.60 323.07 325.42
Manufucturnng
2 Durable goods industries . 56 44 5145 59.87 5714 50.51 50 74 48.48 53 06 5382 57.18 58.09
3 Nondurable goods industries, .... ... 6323 59 74 66.11 6232 59.72 59.12 60 31 58.06 61.45 61 81 62 86
Nonmanufacturing
4 Mining...... e 15.45 12.00 13.48 14.63 13.41 1203 10.91 11.93 13.14 1225 13.68
Transportation
5 Railroad.............. . o 4.38 393 4,50 3.94 4.35 3.35 3.64 4,07 4,68 4.38 4,68
6 Arr e e . 393 3.78 259 4.11 476 4.09 4.10 357 314 2.44 2,70
7 Other . . e 364 3.54 3.86 324 3122 3.60 314 3.36 4,07 39 4.03
Public utilities
8 Electric........ .. e e 33 40 35.29 35.36 34,98 35.15 33.97 34.86 35.84 36.50 32 80 3276
9  Gas and other. . .... P . 8.55 733 8 81 8.40 785 7.64 6.62 638 867 9.02 9.54
10 Trade and services .. .... .......... 86.95 88.02 96.35 87.31 84.36 82.38 85.85 91.06 92,79 96.98 95.03
It Communication and other? .. .. . 40.46 38.11 42.38 39.73 39.84 36.11 35.54 37.38 43.42 4225 42 03
1 Anticipated by business. SoURCE. Survey of Current Business (Department of Commerce).

2 "Other” consists of construction; social services and membership organiza-
tions; and forestry, fisheries, and agricultural services.



1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities

Billions of dollars, end of period
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1982 1983
Account 1977 1978 1979 1980 1981
Q3 Q4 Q! Q2 Q3
ASSF1S
Accounts recetvable, gross
1 Consumer.........c..oveve 0 vt i e 44.0 526 65.7 73.6 85.5 88.3 89.5 899 913 92.3
2 Business . 552 633 703 3 806 82.2 810 822 84 9 86.8
3  Total . 99.2 116 0 136.0 145.9 166.1 170.5 170.4 1721 176 2 179.0
4 LEss: Reserves for uneatned income and losses ... 127 156 20.0 233 289 304 305 297 304 301
5 Accounts receivable, net . 86 S 100 4 116.0 122.6 137.2 140.1 139.8 142.4 145.8 148 9
6 Cash and bank depo%ltﬂ ......... . 2.6 3.5
7 Secunties ... . .. ... . 9 1.3 249 27.5 34.2 39.1 39.7 42.8 443 450
8 All other . C L e . 143 173
9 Total assets . .......... PR PPN 104.3 122.4 140.9 150.1 171.4 179.2 179.5 185.2 190.2 193.9
LIABILITIES
10 Bank Joans ., .... ........... ... . 5.9 6.5 85 13.2 154 16.8 18.6 16.6 16.3 17.0
11 Commercial paper AP 29.6 345 433 43 4 512 46 7 458 45.2 49.0 49.7
Debt
12 Shortterm, nec. .. . ..o Lo 6.2 8.1 8.2 7.5 9.6 99 8.7 9.8 9.6 87
13 Long-term, n.e.c. ... .. . . 36.0 43 6 46 7 524 54 8 609 635 64 7 64 5 66 2
14 Other. ... .... ........ 11.5 12,6 142 143 178 205 187 28 240 24 4
15 Capital, surplus, and undivided profits . 15.1 17.2 199 19 4 228 245 242 26.0 26.7 27.9
16 Total liabilities and capital .. .... ... . 104.3 122.4 140.9 150.1 171.4 179.2 179.5 185.2 190.2 193.9
1. Beginning Q1 1979, asset items on lines 6, 7, and 8 are combined
Note. Components may not add to totals due to rounding.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extenstons Repayments
recetvable
Accounts
recervable
Type outstanding 1983 1983 1983
Nov 30,
19831
Sept Oct. Nov. Sept. Oct. Nov. Sept. Oct. Nov
1 Total . . e e 91,487 2,909 986 1,793 | 27,209 | 25,841 | 29,988 24,300| 24,855| 28,195
2 Retail automotive (commercial vehicles) . 20,519 1,443 680 1,320 2,620 1,925 2,592 1,177 1,245 1,272
3 Wholesale automotive . ... 13,654 397 310 662 7,461 7.124 8,516 7.064 6,814 7,854
4 Retail paper on business, |nduslndl and farm eqmpmem ..... 28,282 256 —406 —198 1,149 1,049 1,504 893 1,455 1,702
5 Loans on commercial accounts recetvable and factored com-
mercial accounts recervable ... . 9,912 255 149 17 13,782} 13,8221 15,344 13,527| 13,673| 15,327
6 All other business credit . P 19,120 558 253 -8 2,197 1,921 2,032 1,639 1,668 2,040

1. Not seasonally adjusted.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted.

1983
Item 1981 1982 1983
June July Aug Sept, Oct, Nov Dec
Terms and yields in primary and secondary markets
PRIMARY MARKFTS
Conventional mortgages on new homes
Terms!
1 Purchase price (thousands of dollars) ............. 90.4 94,6 92.6 930 973 94 4 100.7 958 980 93.1
2 Amount of loan (thousands of dolars) . | 653 69.8 9.4 69.2 723 673 765 T2.5 767 "9
3 Loan/price ratio (percent) PN 74.8 76.6 71.0 76.9 76.5 733 78.5 78 4 805 78.8
4 Maturity (years) L e e e 277 27.6 267 273 28.1 25.7 21.2 26.9 26.5 27.3
S Fees and charges (percent of loan amount)? 267 295 2.40 2.43 2.54 196 2.45 2.33 254 2.62
6 Contract rate (percent per annum) ... ... .... 14.16 14,47 12 20 119% 1202 1201 12.08 11 80 11 82 11.95
Yield {percent g}er annum)
7 FHLBB series 14.74 15.12 12 66 1236 12 50 12.38 12.54 12258 12 34 12 45
8 HUD senes?, . 16 52 1579 13.43 13.37 14.00 13.90 13.60 13.52 13 48 13.41
SFCONDARY MARKE TS
Yield (petcent per annum}
9 FHA mortgages (HUD series)® 16 31 1531 13.11 12 96 14.23 13.78 13 55 1323 13.23 1325
10 GNMA securitiest. . . 1529 14,68 12.26 12.09 12.54 1301 12,73 12.42 12 st 12 49
Activity In secondary markets
FeDFRAL NATIONAL MORIGAGE ASSOCIATION
Mortgage holdings (end of penod)
11 Total o o 58,675 66,031 74,847 74,669 74,630 75,057 75,174 75,665 76,714 78,256
12 FHA/VA-insured 39,341 39,718 37,393 37,376 37,092 36,894 36,670 36,455 36,349 36,211
13 Conventional 19,334 26,312 37,454 37,293 37,583 38,163 38,505 39,210 40,365 42,045
Mortgage nansactions (dunng penod)
14 Purchases . e 6,112 15,116 17,554 1,333 1,358 1,213 1,203 1,244 1,348 2,204
15 Sales 2 2 3,528 83 786 1217 464 257 0 250
Mortgage commuments’
t6 Contracted (during penod) 9,331 22,108 18,607 2,506 1,198 1,282 2,739 1,882 997 1,471
17 Outstanding {end of peniod) 3.717 7.606 5,461 5,887 5.099 5,165 6,684 7,182 6,493 5,461
FEprrA! Hove LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period®
18 Total Con 5,245 5,153 6,235 6,182 6,149 6,857 6,963 7,093
19 FHA/NVA | s e e e 2,236 1,921 982 971 964 961 947 940
20 Conventional . e e . 3,010 3,224 5,283 5,21 5,185 5,896 6,016 6,153
Moritgage transactions (during pertod)
21 Puichases . 3,789 23,671 na 1,494 1,523 1,621 2,263 2,886 1,287 na.
22 Sales 3,531 24,164 1,244 1,491 1,588 1,556 2,750 1,143
Mortgage commuments®
23 Contracted (during period) .. ...... ... 6,974 28,187 2,358 4,671 6,367 3,283 2,598 2,093
24 Qutstanding (end of period) . ... . ..., 3,518 7.549 7,719 10,794 15,519 16,512 16,198 16,994

1 Weghted averages based on sample surveys of mortgages onginated by
major institutional lender groups; compiled by the Federal Home Loan Bank
Board i1n cooperation with the Federal Deposit Insurance Corporatien.

2 Includes all fees, commissions, discounts, and “‘pomts™ pad (by the
borrower or the seller) to obtam a loan.

3 Average effective interest rates on loans closed, assuming prepayment at the
end of 10 years

4. Average contract rates on new commitments for conventional first mort-
gages, from Department of Housing and Urban Development

5. Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-isured first mortgages for immediate delivery n the private
secondary market, Any gaps in data are due 1o periods of adjustment to changes in
maximum permissible contract rates,

6 Average net yields to investors on Government National Mortgage Associ-
ation guaranteed, mortgage-backed, fully modified pass-through securities, as-
suming prepayment in 12 years on pools of 30-year FHA/VA mortgages carrying
the prevailing ceiling rate Monthly figures are unweighted averages of Monday
quotations for the month.

7. Includes some multifamily and nonprofit hospital loan commitments m
addition to |- to 4-farmly loan commitments accepted m FNMA's fiee market
auction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans,

9. Includes conventional and government-underwntten loans, FHLMC's
mortgage commitments and mortgage transactions include activity under mort-
gage/securities swap programs, while the corresponding data for FNMA exclude
swap activity
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1.54 MORTGAGE DEBT OUTSTANDING

Millions of dollars, end of period
1982 1983
Type of holder, and type of property 1981 1982 1983
Q4 Q! Q2 Q3 Q4
P Allholders .. . . .. ..o L 1,583,264 1,653,633 1,820,445 | 1,653,633 | 1,678,899 | 1,721,507 | 1,773,389 | 1,820,445
2 1-to 4-famuly .. ... 1,065,294 1,104,634 1,211,809 | 1,104,634 | 1,120,241 | 1,145,735 | 1,181,076 | 1,211,809
3 Multifamily. ... e i e 136,354 140,431 151,397 140,431 141,376 144,606 146,943 151,397
4 Commercial ... Ll 279,889 301,862 147,821 301,862 310,379 323,172 336,397 347,821
SFarm.............. C e e s e 101,727 106,706 109 418 106,706 106,903 107,994 108,973 109,418
6 Major financial institutions 1,040,827 1,622,161 1,106,119 | 1,022,161 | 1,026,071 | 1,047,143 | 1,077,877 | 1,106,119
7 ommercial banks! . 284,536 300,203 129,745 300,203 301,974 310,048 320,063 329,745
8 1- to 4-famuly .. P PR 170,013 173,157 182,679 173,157 171,552 173,937 177,955 182,679
9 Multifamify. ... ... L 5,132 16,421 17,971 16,421 16,216 16,867 17,443 17,971
10 Commercial 91,026 102,219 119,862 102,219 105,721 110,346 115,575 119,862
1 Farm... . . .o s e 8,365 8,406 9,233 8,406 8,485 8,898 9,090 9,233
12 Mutual savings banks.. . .. oooioiiiioe 99,997 97,805 133,325 97,805 105,378 119,236 129,645 133,325
13 I-tod4-family .. ..o 68,187 66,777 95,249 66,777 73,240 84,349 92,467 95,249
14 Multifamily......... ... 15,960 15,305 17,964 15,308 15,587 16,667 17,588 17,964
IS Commercial ... . ..o . . 15,810 15,694 20,083 15,694 16,522 18,192 19,562 20,083
16 Farm ... ......... . 40 29 29 29 29 28 28 29
17 Savings and loan associations . . . ... . L. 518,547 482,234 492,857 482,234 475,688 473,134 480,813 492,857
18 f-to4-family . . . o0 Lo 433,142 392,201 389,357 392,201 383,642 376,851 380,563 389,357
19 Mualtifaerily. . ... 37,699 38,868 42,386 38,868 39,149 19,838 41,206 42,386
20 Commercial . ... .... 47,706 51,165 61,114 §1,165 52,897 56,445 59,044 61,114
21  Lafe insurance cumpdnles ....... 137,747 141,919 150,192 141,919 143,031 144,725 147,356 150,192
22 1- to 4-famuly . Ceeen e 17,204 16,743 15,503 16,743 16,388 15,860 15,534 15,503
23 Multifamily ... 19,283 18,847 19,20t 18,847 18,825 18,778 18,857 19,201
24 Commercial e 88,163 93,501 102,738 93,501 95,158 97,416 100,209 102,738
25 Farm 13,100 12,828 12,750 12,828 12,660 12,671 12,756 12,750
26 Federal and related agencies .. ... 126,094 138,185 144,580 138,185 140,028 142,094 142,224 144,980
27  Government National Mmlgdge Assoudlmn . N 4,765 4,227 3,825 4,227 3,753 1,643 3,475 3,825
28 1- to 4-family . . ... 693 676 703 676 665 651t 639 703
29 Multfamuly.... .. .. ..o . 4,072 3,551 3,122 3,551 3,088 2,992 2,836 3,122
30 Farmers Home Administiation ......... 2,235 1,786 600 1,786 2,077 1,605 600 600
31 1- to 4-family .. .. e e 914 783 211 783 07 3810 211 2101
32 Multifamily . ... B . 473 218 2 218 380 555 32 32
33 Commercial ........ . . S 506 377 113 377 337 248 113 113
34 Farm .................. . .o 342 408 244 408 653 421 244 244
35 Federal Housing and Veterans

Adminsstration RPN 5,999 5,228 4,700 5,228 5,138 5,084 5,050 4,700
36 I-tod4-farsly. . . . . L. 2,289 1,980 1,771 1,980 1,867 1,911 2,061 1,771
37 Multifamily . 3,710 3,248 2,929 3,248 3,271 3173 2,989 2,929
38 Federal National Morlgube Association 61,412 71,814 77,488 71,814 73,666 74,669 75,174 77,488
39 1- to 4-family 55,986 66,500 71,831 66,500 68,370 69,396 69,938 71,831
40 Multifamily......... ... 5,426 5314 5.657 5.314 5,296 5,273 5,236 5.657
41 Federal Land Banks ..... .. 46,446 50,350 51,154 50,350 50,544 50,858 51,069 51,154
42 i-to 4-family ... ... e e N 3,068 3,007 3,068 3,059 3,000 3,008 3,047
43 Farm ...... BN 43,658 47,282 48,147 47,282 47,485 47,828 48,061 48,147
44  Federal Home Loan Mottgage Corporation  ......... 5,237 4,780 7,213 4,780 4,850 6,235 6,856 7,213
45 todfamily. L e 5,181 4,71 7,162 4,733 4,798 6,119 6,799 7,162
46 Multifamily - e e 56 47 51 47 55 116 57 51
47 Mortgage pools or trusts? ... ... L . 163,000 216,654 285,666 216,654 234,59 252,665 272,611 285,666
48  Government National Mortgage Association .. ... 105,790 118,940 159,237 118,940 127,939 139,276 151,597 159,237
49 1- to 4+ famlly .............. 103,007 115,831 155,188 115,831 124,482 135,628 147,761 155,188
50 Multifamdy....... . . . . oo 2,783 3,109 4,049 3,109 3.457 3,648 3,836 4,049
51  Federal Home Loan Mortgage Corporation.. ............ 19,853 42,964 58,586 42,964 48,008 50,934 54,152 58,586
52 l-tod-famtly .. . oo Ll . 19,501 42,560 57,945 42,560 47,575 50,446 53,519 57,945
53 Multifamily.... . . . . .. . 352 404 641 404 433 488 613 641
54  Federal National Mongagc Association® NN 717 14,450 24,800 14,450 18,157 20,933 23,819 24,800
55 1- to 4-family .... e . 717 14,450 24,800 14,450 18,157 20,933 23,819 24,800
56  Farmers Home Administration 36,640 40,300 43,043 40,300 40,492 41,522 43,043 43,043
57 1- to 4-famaly ... .. . .. v 18,378 20,005 21,083 20,005 20,263 20,728 21,083 21,083
58 Multfamily.. ... .. . ... 3,426 4,344 5,042 4,344 4,344 4,343 5,042 5,042
59 Commercial ... . . . 6,161 7,011 7,542 7,011 7,115 7.303 7,542 7,542
60 Farm .. ... ... . oo 8,675 8,940 9,376 8,940 8,770 9,148 9,376 9,376
61 Individual and others? 253,343 276,633 283,680 276,633 278,204 279,605 280,677 283,680
62 l-todfamily’ .. 167,297 185,170 185,320 185,170 185,479 185,515 185,699 185,320
63  Mulifamily......... L e e 27,982 30,755 32,352 30,755 31,275 31,868 31,208 32,352
64 Commercial ..........c.oooinn o C e e 30,517 31,895 36,369 31,895 32,629 33,222 34,352 36,369
65 Farm ... .. . ... 27,547 28,813 29,639 28813 28,821 29,000 29,418 29,639

1. Inciudes loans held by nondepostt trust companies but not bank trust
departments.

2. Outstanding principal balances of mortgages backing secunties msuwed o
guaranteed by the agency indicated.

3. Outstanding balances on FNMA's issues of secunties backed by pools ot
conventional mortgages held 1n trust. The program was implemented by FNMA in
October 1981,

4. Other holders include mortgage companies, real estate investment trusts,
state and local credit agencies, state an local retirement funds, nominsured
pension funds, credit unions, and U.S. agencies for which amounts are small o
for which separate data are not readily available,

5 Includes a new estimate of residential mortgage credit provided by individ-
uals.

Noi1t. Based on data trom vanous mstitutional and governmental sources, with
some quarters estimated in part by the Federal Reserve in conjunction with the
Federal Home Loan Bank Board and the Department of Commerce Separation of
nonfarm morigage debt by type ot property, if not repoited directly, and
interpolations and extrapolations when requited, are estimated mainty by the
Federal Reserve Multifamily debt refers to loans on structures of five or more
units
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1.55 CONSUMER INSTALLMENT CREDIT! Total Outstanding, and Net ChangeA

Millions of dollars

1983
Holder, and type of credil 1980 1981 1982
May June July Aug Sept. Oct. Nov. Dec
Amounts outstanding (end of period)
! Total 313,472 331,697 | 344,798 | 347,189 353,012| 358,020 363,662( 367,604 371,561| 376,390 387,927
By maor holder
2 Commercial banks. 147,013 | 147,622 152,069 ] 153,471 156,603 | 159,666| 163,313 165,971 168,352 170,823 177,252
3 Finance compantes 76,756 89,818 94,322 5,364 96,349 97,319 97,708 97,274 97,370 97,522 97,688
4 Credit umons 44,041 45,954 47,253 47,838 48,652 49,139 50,12) 51,123 51,767 52,578 53,471
5 Retaiters? e 28,448 29,551 30,202 27,541 27,804 A 28,067 28,319 28,713 29,668 33,183
6 Savings and loans .. . 9,911 11,598 13,891 15,842 16,207 16,369 16,615 17,130 17,624 18,080 18,568
7 Gasoline companies 4,468 4,403 4,063 3,943 4,159 4,356 4,457 4,338 4,243 4,157 4,131
8 Mutual savings banks 2,835 2,751 2,998 3,150 3,238 3.271 3,381 3,449 3,492 3,562 3,634
By major type of credu
9 Automobile ... 116,838 | 1253311 130,2271 133,640 136,183 | 138,689 141,677 142,477| 143,621 144,663] 146,078
10 Commerctal banks 61,536 58,081 58,851 60,384 61,870 63,425 66,065 67,413 68,828 70,034 71,778
11 Indirect paper 35,233 34,375 35,178 (%) 1 [®) 3 6 i 1 &
12 Direct loans 26,303 23,706 23,673 () ) ) () ] [§) () 6]
13 Credit unions 21,060 21,975 22,59 22,880 23,269 23,502 23,972 24,451 24,759 25,147 25,574
14  Finance companies .. ... ....... 34,242 45,275 48,780 50,376 51,044 51,762 51,640 50,613 50,034 49,482 48,726
IS Revolving ... ... 58,352 62,819 67,184 63,459 64,899 65,856 66,913 67,904 68,921 70,742 77,467
16 Commercial banks 29,765 32,880 36,688 35,536 36,515 37,173 37,973 38,848 39,576 40,573 43,965
17 Retatlers e 24,119 25,536 26,433 23,980 24,225 24,327 24,483 24,718 25,102 26,012 29,371
18 Gasoline compantes o 4,468 4,403 4,063 3,943 4,159 4,356 4,457 4,338 4,243 4,157 4,131
19 Mohite home 17,322 18,373 18,988 19,448 19,647 19,750 19,882 20,087 20,256 20,366 20,471
20 Commercial banks 10,371 10,187 9,684 9,581 9,651 9,717 9,741 9,766 9,767 9,761 9,732
21 Finance companies 3,745 4,494 4,965 4,976 4,995 4,982 5,012 5,038 5,062 5,043 5,033
22 Savings and loans 2,737 3.203 3.836 4,384 4,485 4,530 4,598 4,741 4,878 5,004 5,139
23 Credit unions 469 489 503 507 516 521 531 542 549 558 567
24 Other.. .. .. 120,960 | 125,174 128,399 130,642 132,283 | 133,725| 135,190} 137,136 138,763| 140,619 143,911
25  Commercial banks 45,341 46,474 46,846 47,970 48,567 49,351 49,534 49,944 50,181 50,455 51,777
26 Finance companies 38,769 40,049 40,577 40,012 40,310 40,575 41,056 41,623 42,274 42,997 43,929
27 Credit umons 22,512 23,490 24,154 24,451 24,867 25,116 25,618 26,130 26,459 26,873 27,330
28 Retailers 4,329 4,015 3,769 3,561 3,579 3,573 3,584 3,601 3,611 3,656 3,812
29 Savings and loans 7.174 8,395 10,055 11,458 11,722 11,839 12,017 12,389 12,746 13,076 13,429
30 Mutual savings banks ..., 2,835 2,751 2,998 3,190 3,238 3,271 3,381 3,449 3,492 3,562 3,634
Net change (dunng period)*
31 Total 1,448 18,217 2,418 2,696 4,406 4,840 3,388 2,375 4,885 4,671 6,614
By major holder
32 Commercial banks -7,163 607 L 1,540 2,422 2,766 2,317 1,829 2,629 2,749 4,688
33 Finance companies 8,438 13,062 1,024 362 470 A9 239 =721 620 208 —24
34 Credit unmons —2,475 1,913 197 288 573 662 510 646 942 912 731
35 Retailers? . ..... 329 1,103 =91 169 368 272 5 245 150 251 659
36 Savings and loans 1,485 1,682 201 374 456 188 147 507 376 438 513
37 Gasoline companies . 739 —65 —51 =51 77 5 65 —167 131 58 —31
38 Mutual savings banks e 95 -85 27 14 40 38 10S 36 37 58 78
By major type of credit
39 Automobile . 477 8,495 1,491 1,313 1,973 2,421 2,521 285 1,772 1,238 2,019
40  Commercial banks - 5,830 —3,455 527 1,066 1,284 1,482 2,359 1,243 1,499 1,302 2,131
41 Indirect paper —3,104 —858 429 5} i) %) ® 16} 3 %) %)
42 Direct loans . .. ... ... =2,7261 -2,597 98 ) () ¢ G) %) ) ) )
43 Credit umons —1,184 914 89 137 275 328 232 309 451 436 349
44 Finance companies . 7.491 11,033 875 110 414 611 ~-70 —1,267 —-178 -500 —461
45 Revotving . PR 1,415 4,467 501 514 1,210 82| 313 479 1,145 1,300 1,723
46 Commercial banks -97 3,115 650 373 806 556 217 404 856 999 1,148
47 Retailers 773 1,417 —98 192 27 260 31 242 158 243 606
48 Gasolme companies 739 —65 -51 =51 77 5 65 ~167 131 58 -3
49 Mobile home . 483 1,049 -37 17 151 141 70 150 102 107 136
50  Commercial banks -276 —186 -74 86 28 68 -14 8 =10 0 18
51 Finance companmes 3s5 749 -15 1 -6 7 15 { —16 ~14 ~25
52 Savings and loans . 430 466 49 98 123 59 64 134 118 11 135
53 Credit umons . . RN -25 20 3 4 6 7 5 7 10 10 8
54 Other -927 4,206 463 852 1,072 1,457 484 1,461 1,866 2,026 2,736
55  Commercial banks —960 1,133 8 187 304 660 —-245 174 284 448 1,391
56  Finance companies 592 1,280 164 251 62 291 294 545 814 719 462
57 Credit unions —1,266 975 105 147 292 327 273 330 481 466 374
58  Retailers . —444 -314 7 =23 41 12 26 3 -8 8 53
59 Savings and loans 1,056 1,217 152 276 333 129 83 373 258 327 378
60  Mutual savings banks 95§ —85 27 14 40 38 105 36 37 58 78

A These data have been revised from December 1980 through I'ebruary 1983

1 The Board's series cover most short- and intermediate-term credit extended
to mndividuals thiough regular business channels, usually to finance the purchase
of consumer goods and services or to refinance debts incuired for such purposes,
and scheduled to be repard (o1 with the option of repayment) in two or more
nstallments

2 Includes auto dealers and excludes 30-day charge credit held by travel and
entertainment companies.

3. Not reported after December 1982,

4 For 1982 and earlier, net change equals extensions, seasonally adjusted less
hguidations, seasonally adjusted. Beginning 1983, net change equals outstandings,
seasonally adjusted less outstandings of the previous period, seasonally adjusted.

Noit. Total consumer nomnstaliment credit outstanding—credit scheduled to
be repaid 1n a lump sum, including single-payment loans, charge accounts, and
service credit—amounted to, not seasonally adjusted, $80 7 billion at the end of
1981, $85.9 billion at the end of 1982, and $96 9 hillion at the end of 1983,
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT
Percent unless noted otherwise
1983
Item 1980 1981 1982
June Tuly Aug Sept Oct Nov Dec
INITREST RATES
Commercial banks!
| 48-month new cai? . 14 30 16 54 16 83 13 50 13 46
2 24-month personal 15 47 18 09 18 65 16 2% 16 39
3 120-month mobile home? 14 99 17 45 18 05 15 58 15 47
4 Credit card 17 31 1778 18 51 1875 1879
Auto finance companics
S New car . . 14 82 1617 16 15 1157 11 R4 1277 13 62 13 54 13 50 1392
6 Used car 19 10 20 00 2075 18 58 18 28 I8 25 18 21 18 18 18 16 18.06
O1HER TERMS?
Matuiity (months)
New cai o 450 454 46 0 456 457 459 46 2 46 2 46 3 4613
8  Used car 34 R 35.8 340 38O R0 B0 380 WO RO 79
Loan-to-value 1atio
9  New ca 87 6 861 853 87 87 87 87 86 86 87
10 Used car .o 94 2 91 8 90 3 92 93 93 93 93 93 92
Amount financed (dollars)
11 New ca N 6,322 7,339 8,178 8,512 8,642 8,724 8,792 8,982 9,118 9,167
12 Usedcar... 3,810 4,343 4.746 509 5,052 5,403 5,144 5213 S316 5,401

1. Data tor nudmonth of guarter only

2 Before 1983 the matunty tor new car loans was 36 months, and for mobite

home loans was 84 months

. At auto finunce companies
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Bithons of dollars; half-yearly data are at seasonally adjusted annual rates.

1980 1981 1982 1983
Tiansaction category, seclor 1977 1978 1979 1980 1981 1982
H2 HI H2 H1 H2 HI
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors . ... { J19.4 | 3698 ! 3860 343.2( 37721 3953 3703 392.4] 362.0{ 3568 4348 4952
By sector and instrument
2 U.S. government 56.8 537 37.4 792 874 1613 92.5 87.8 869| 1069 2I5.5( 230.2
3 Treasury securtties . . 57.6 551t 38.8 798 87.8| 162.1 931 881 87.3| 108.3| 2159 2302
4 Agency issues and moru,ages ...... L e -9 -1.4 -14 -.6 -5 ~.9 -.6 -.5 -4 -14 -.4 -1
5 Private domestic nonfinancial sectors. .. ........ 262,61 3162| 348.6| 264.0| 289.8} 234.1| 2787 304.6{ 275.4| 249.9| 21937 265.0
6 Debt capital instruments . ... .., .. 17000 1997 211.2] 192.0| 1584 1524 18991 179.3| 13751 1397 l66.1| 223.7
7 Tax-exempt obhigations .. . . .......... 219 28 4 303 303 209 50.5 319 211 22.6 41.7 59.4 60.9
8 Corporate bonds ..., ..... e 229 2t 17.3 26.7 221 18.8 20.7 261 18.0 10.8 26.9 20.9
9 Mortgages PN 1263 1502 163.6| 1351 1i4.5 830| 1373 1320 96.9 873 7991 142.0
10 Home mortgages . R A 9404} 11227 1200 96,7 75.9 56.6 9.2 92.6 59.2 558 5861 106.7
11 Multifamily residential ..., . 71 9.2 7.8 4.8 4.3 13 9.6 4.9 37 4.2 ~-17 7.8
12 Commercial .. ..., 181 217 239 202 24.6 20.0 209 252 239 214 18.6 27.2
13 Farm. ... 7.1 72 11.8 9.3 97 52 7.6 9.3 101 59 4.4 2
14 Other debt instruments . ... .. . L 91.6| 1165| 1375 720 1315 81.6 88.81 1253} 1376( 110.1 53.2 41.3
15 Consumer credit ... e e . 40.2 48.8 45.4 4.9 4.1 18.3 13.0 28.9 19.3 19.3 17.4 38.8
16 Bank loans n.e.c. ... 271 37.4 512 36.7 54.7 54.4 59.7 45.5 63.9 701 38.8 3.8
17 Open market papcr e e .. 2.9 5.2 11.1 5.7 19.2 -33 ~9.2 12.0 26.3 6.5 —-13.0| —16.3
18 Other .. . . ... ... Lo e 21.3 251 29.7 248 334 122 25.3 38.9 280 14.3 10.2 15.0
19 By borrowmng sector.. ...... ..., 262.6 | 3162 3486 2640 289.87 2341 | 278.7| 304.6] 275.1| 2499 219.3| 265.0
20 State and local governments . 154 19.1 205 20.3 9.7 36.3 217 9.1 10.2 29.3 433 513
21 Households. .. .. . 1373 1694 1764 117.5{ 120.6 8631 121.3| 13981 1013 87.6 86.1]| 139.8
22 Farm . 12,3 14.6 214 14 4 16.3 9.0 12.8 20.1 12.5 9.0 9.1 -11
23 Nonfarm noncorpurale 280 124 34.4 337 39.6 29.8 40.6 398 39.5 34.6 249 40.0
24 Corporate ... .. 697 80.6 96.0 781 103.7 .7 823 958| 1115 89.3 56.0 349
25 Foreign net borrowmg n United States 13.5 38 20.2 27.2 272 157 26.7 319 225 12.8 18.6 18.7
26 Bonds . . 5.1 42 19 8 54 66 ~.4 33 76 24 10.8 44
27 Bankloansnec. ...... ... 31 19.1 2.3 1.5 37 -~6.2 18.5 3.1 421 =51 ~7.2 14.9
28  Open market paper. . ..., . 24 66 11.2 10.1 13.9 10.7 4.5 20.6 71 12.5 9.0 -4.6
29 U S. government loans . . ........ . 3.0 3.9 2.9 4.7 4.2 4.5 4.0 4.9 35 3.0 6.0 4.0
30 Total domestic plus foreign 3329 403.6| 4062 | 3704 4044 411.0] 397.9| 424.4| 384.5| 369.6| 4534 5139
Financial sectors
31 Total net borrowing by financial sectors . .. 45.8 74.6 82.5 63.3 854 69.3 64.0 87.4 83.4 89.8 48.7 70.8
By instrument
32 U.S. government related ... ...... . 20 37.1 479 448 47.4 4.9 40 4 452 49.6 613 68.4 679
33 Sponsored credit agency securities .. ..., ... L. . 70 231 24.3 24.4 30.5 14.9 20.8 28.9 21 236 6.3 —2.5
34 Mortga, fge pool securities ... ..., . SN 161 136 23.1 192 15.0 49.5 18.6 149 151 37.0 62.1 70.4
35 Loans from U.S. government. . . .... ....... =11 4 6 1.2 1.9 4 1.4 1.4 2.4 Bl o
36 Private financial sectors . ..., . 238 375§ 34.6 18.5 380 4.4 23.6 42.2 338 285 —-19.7 29
37  Corporate bonds .... .. ... 101 7.5 78 71 -8 2.3 34 -3 -4 -1.2 5.8 12.2
38 Mortgages.. . * { * -1 -5 1 -.2 -.8 -2 i .1 .
39 Bank loans n.e.c -3 28 —.4 -4 2.2 3.2 —.4 32 il 52 1.2 -5.1
40  Open market paper .. 96 146 18.0 4.8 209 -~2.0 10.8 235 18 4 14.0| -18.0 8.6
41 Loans from Federal Home Loan Hanks .. 43 25 9.2 7.1 16,2 8 10.3 16.7 15.8 04| ~88| ~129
By sector
42 Sponsored credit agencies ..., 59 23S 248 25.6 324 5.3 21.8 30.3 345 24 4 6.3 -2.5
43 Mortgage pools ........ .... s e e 16 1 13.6 231 19.2 15.0 49.5 18.6 149 15.1 37.0 62.1 70.4
44 Private financial sectors . ..., . 23.8 37.5 34.6 185 380 4.4 23.6 42.2 338 2851 -197 29
45 Commercial banks ... ... . . 11 13 1.6 5 4 1.2 3 2 5 N 1.7 8
46  Bank affihates ....... . e e 20 72 65 6.9 8.3 1.9 8.0 69 9.7 9.7 ~5.8 6.1
47  Savings and loan di\OcldllOﬂS ......... L 69 13.5 126 7.4 5.5 ~3.0 123 16.8 14.1 911 —-152] —-10.8
48  Fiance companmies... .. . ... e, 169 18.1 16.6 6.3 14.1 4.9 58 18.5 9.7 9.5 .2 7.5
49 REITs.......... ... . -25 ~1.4 -i3 -2.2 2 N =25 2 2 A 1 .1
All sectors
50 Total net horrowing . . e e e 378.7| 478.2) 488.7| 433.7( 489.8( 4803 d462.0) S11.8| 467.9| 459.4| 502.1 584.7
51 U.S government securities... . o e 799 90 5 84.81 1229 133.0| 2259 32.0} 1318 1343| 167.6| 284.0| 298.2
52 State and local obhigations.. ... .. . 219 284 03 30.3 21.9 505 319 211 22.6 41.7 59.4 60.9
53 Corpoiate and foreign bonds ...... , .. AN 38.0 32.8 29.0 34.6 26.7 277 23.5 29.1 24.2 12.0 43,5 37.5
54  Mortgages .. 1262 1502 1635| 13491 1139 3.01 137.0| 1311 96.6 87.3 79.8| 142.0
55  Consumer credit 402 48.8 45.4 4.9 24.1 i83 13.0 289 19.3 19.3 7.4 38.8
56  Bank loans n.e.c 299 593 53.0 47.8 60.6 St.4 77.8 St 8 69.3 70.2 32.8 13.6
57  Open market paper. RN . BN 150 264 40.3 20.6 54.0 54 61 561 51.9 33.0| -22.1| —-123
58 Otherloans ... .. ... ol L . Lo 275 41.9 424 37.8 55.8 7.9 407 618 497 28.4 7.4 6.1
External corporate equity funds raised in United States
59 Total new share issues... .. ... . . . 6.5 1.9 —3.8 22.2 -3.7 5.4 28.0 10.21 -17.7 23.7 47.0 87.1
60 Mutual funds ........ e e 9 - B 5.2 6.8 18.6 4.6 8.1 5.6 13.2 24.0 38.8
61  All other . e 56 191 -39 17.11 ~10.6 16.8 23.3 2.1 -23.2 106 23.0 48 3
62 Nonfinancial corporduuns ............ . . 27 —.1 -78 129§ —11.5 t 4 18.8 9| —-23.8 7.0 158 38.2
63 Financial corporations . .. ... ... 25 25 3.2 2.1 9 41 23 § 12 38 4.4 4.4
64 Foreign shaies purchased in United States ........ 4 -.5 .8 2.1 * 13 2.2 7 -7 —.2 2.9 57
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1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Bithions of dollars, except as noted: half-yearly data are at scasonally adjusted annual rates.

1980 1981 1982 1983
Transaction category, or sector 1977 1978 1979 1980 1981 1982
H2 HI H2 H1 H2 HI
| Total funds advanced in credit markets to domestic
nonfinancial secters o . 3194 369.8| 386.0| 3.2 377.2 395.3| 3703 392.4| 362.0| I56.8| 4348 d4v5.2
By public agencies and foregn
2 Total net advances 7930 1023 752 97 0 97 4 1091 7121 1138 81 0f 1079] 1108] 1275
3 U.S. government secutities B N 349 36 1 -63 157 172 179 - 8 312 3 177 182 529
4 Residential mortgages N 200 257 35 8 M7 23 4 611 282 219 250 48 1 740 8O 7
5 FHLB advances to savings dlld loans . 43 125 92 71 16 2 8 103 16 7 158 104 -88 129
6 Other loans and secunities . 202 280 365 42 4 40.6 29§ 39 4 44 1 371 37 27 4 68
Total advanced, by sector
U 'S government 10.0 171 190 237 241 167 222 279 203 1472 191 82
8  Sponsored credit agencies, | . . 225 40 3 530 45 6 482 653 44 47.2 49 2 625 68 1 69 2
9 Monetary authotitics . . 71 70 77 45 92 98 -103 24 160 I 195 127
10 Foregn M6 380 46 232 16 0 176 213 364 44 KJI! 41 379
Agency and foreign boirowing not in hine |
11 Sponsored credit agencies and mortgage pools 220 171 479 44 8 47 4 64 9 40 4 452 49.6 613 68 4 679
12 Foreign .. 139 338 202 272 272 157 267 9 228 128 I8 6 187
Private domestic fundy advanced
13 “lotal net advances 2756 3K 4 3790 38 2 3544 366 6 3612 3557 353 | 230 4110 454 3
14 U S goveinment secutities 451 S43 91t 107.2( 11591 2079 1327} 106 1311 1499 2658 24513
15 State and local obhigations 219 284 30.3 073 219 50.5 39 211 2206 41.7 59 4 60 9
16 Corpotate and foteign bonds i 241 234 18§ 193 194 154 Ity 209 179 -1 7 24 23 4
17 Residential mortgages . 810 95 6 919 717 567 -313 80 S 758 379 17 -t72 317
18  Other mortgages and loans 107 8] 1493 1563 94 8| 1569 96,81 114.5 1543 159 5§ 131.7 620 781
19 Lrss Federal Home loan Bank advances 43 128 92 71 16 2 8 103 167 158 10 4 88 -12Y
Prvate financial imteimediation
20 Credit market funds advanced by pnv‘ne finan-
aal msututions 258 8 3023 294 7 2623 305 2 2712 282 8 3173 293 1 2728 2689 381t
21 Commercial banking . . 87.8 129 0 123 1 1011 103 6 108 S 146 5 99 6 107 6 097 107 1 127 4
22 Savings institutions 85 728 567 549 272 30 6 79 415 128 25 310f (285
23 Inswtance and pension funds . 69 0 750 66 4 74 4 793 94 2 65 6 753 834 95 4 930| (074
24 Other finance 236 PATR 48 5 320 s 2 7Yy =22 1010 89 4 381 378 122
25 Sources of funds . oo 258 8 0231 2947 2623[ 3052( 27121 2828 3173 293 1{ 272R| 20689| 3511
26 Private domestie de«)snx and RPs 1390 1410 1420 leg a6l 2117 173 4 174 21 21381 2096 163 4 1827} 2102
27 Credit market horrowing 218 375 34 6 18 5 0 44 236 4272 138 29 197 29
28 Other sowmces 96 1 1238 1181 752 55§ 95 850 613 49 8 8O 8| 1059 1380
29 Foreign funds 14 65 276 217 87 277 -153 -87 8.7 1 254 17§
30 Treasury balances 43 68 4 26 [1 6 [0 65 87 =21 I4 1 74
31 Insurance and pension 1eserves . S1.4 622 49 1 654 732 859 613 627 8318 854 86 4 893
32 Other, net 390 48 4 41 0 340 79 292 80 8 167 27 6 7 SH 8
Private domestic nonfinancial investors
33 Duect lendimg in credit markets . 40 6 736] 1189 74 4 872 971 120 80 6 98 7871 1224 106
34 U S. government secunties 246 363 61.4 383 47.4 S8 1 58 6 372 S76 43 | 27 750
35 State and local oblhigations 8 16 99 70 96 309 92 95 97 284 334 471
36 Corporate and foreign bonds -32 18 57 6 89 94 -2 SSp 124 -261 74 127
37 Open market paper 96 156 121 -43 37 20 14 313 107 67 - 107 102
38 Other 104 199 298 329 354 221 329 427 282 268 19 6 64
39 Deposits and currency R 64 1522 15141 18001 22171 17941 185SF 2226 2207) 1e62( 1924 2319
40 Currency . 813 93 79 10.3 95 84 97 80 1o 45 12 142
41 Checkable deposits . 172 162 187 50 181 130 99 29 8 69 67 19t 556
42 Small time and savings uuuunls 936 659 592 811 472 137 0 90 2 307 63 6 95 1 178,61 2950
43 Money matket tund shares . . . . 2 69 344 292 1075 247 -34 1041 110 8 19 4 100 840
44 Large ume deposits 257 44 4 230 447 36 4 -52 69 K 41.6 312 212 316 675
45 Secunty RPs . . . o . 212 75 6.6 6.5 2.8 18 78 77 2.6 11 66 1140
46 Deposits m forcign u)unlncx . 13 20 1S 11 S 24 17 8 2 18 29 74
47 Total of credit market mslrumum, (hposns and
currency . 189.1 225.8 270.3 254.41 3089 279.1 287.5) 3033 3145 244.9| 3145 337.9
48  Pubhic holdings as percent of total 23 8 253 185 262 24 | 26 6 19 4 268 211 292 24 4 24 8
49 Private financial mtermediation (in percent) 939 893 777 824 861 740 783 89.2 83 0 84 4 65 4 773
50  Total toreign funds 410 44 6 230 1S 73 102 60 278 131 10 213 200
Mimo Corporate equities not included above
51 Total net issues 6.5 1.9 -3.8 22.2 -3.7 354 28.0 10.2| -17.7 23.7 47.0 87.1
52 Mutual fund shares. 9 ! 1 52 68 186 46 81 56 132 24 0 388
53 Other equities . . 56 tyl -39 171 06| 168 233 210 232 6| 20| 483
54 Acquisitions by fmancial institutions. 74 45 97 16 8 22.1 279 223 2513 189 191 36 4 62 4
35 Other net purchases 9 2.7 135 54 259 75 57 151 366 44 10 6 247

NOTES BY [ INI NUMBIR

| Line 1 of table 1 58

2 Sum of Iines 3-6 ot 7-10

6 Includes farm and commercial mortgages

1. Credit market funds raised by tederally sponsored credit agencies, and net
1ssues of federally related mortgage pool secutities

13 Line 1less ine 2 plus hne Hland 12 Also hine 20 tess line 27 plus hne 33 Also
sim of hines 28 and 47 less hines 40 and 46

18. Includes farm and commercial moitgages

26. Line 39 less hines 40 and 46

27 Excludes equuty (ssues and mvestment company shares  [acludes Ime 19

29 Poreign depostts at commercial banks, bank borrowmgs trom toreign
branches, and liabilities of foreign banking agenaies to foreign athhates

30 Demand deposits at commercial banks

31 Excludes net investment of these teserves 1 cotporate equities

32
33

34-

40
47
48
49
50

St

Mainly retined eatnings and net miscellancous habihities

Line 12 less hine 20 plus line 2

38 Lanes 14-18 ess amonnts acquned by ptivate finance tne 38 includes
mortgages

Mainly an oitset to ine 9

Lines 33 plus 39, o1 line {3 fess hine 28 plus 40 and 46

Iwe 2ime |

Lane 20/ine 13

Sum of lines 10 and 29

53 Includes issues by tinancial institutions

Notr Full statements tor sectors and transaction types m flows and in amounts

nulslﬁmdmg, may be obtained from Flow ot Funds Section, Division of Rescarch
and Statistics, Board ot Governors of the [ ederal Reserve System, Washington,
D C 20551
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures
1967 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1983 1984
Measute 1981 1982 1983
May June July Aug. Sept. Oct.r Nov.” Dec Jan
! Industrial preduction! ..., 151.0 138.6 147.6 144.4 146.4 149.7 151.8 153.8 155.0 155.5 156.4 158.1
Market groupings
2 Products, total . . L., 150 6 141.8 149.2 146.2 148.1 15091 153.2 154.9 155 6 156 0 157.1 158.8
3 Frnal, total 149 5 1415 147.1 144.5 146 4 149 0 1507 152 t 1527 1534 154.9 156.6
4 Consumer goods . 147.9 142 6 151.8 150.4 152.4 154.8 156.3 1573 156.9 156 5 158.0 159.6
N Equipment . 151§ 139 8 140.7 136.5 138 2 14101 1431 144 9 147.0 149 1 150.7 152.6
6 Intermediate........ 154.4 143 3 156.6 152.2 154.5 158.1 162.2 165.4 166.5 1657 165.1 167.0
7 Matertals. . ... 151.6 1337 1453 141.7 143.7 147.8 149.7 152.2 154.0 1547 1555 1570
Industry groupings
8 Manufacturing 150.4 1376 148 3 145 1 147 4 150.6 152.8 155 1 156.2 156 5 1570 159.0
Capacity utihzation (percent)!:2
9  Manufacturing ... .. ... 794 71.1 753 73.8 749 76.4 77.3 78.4 78.9 789 790 799
10 Industrial materials industries 80.7 701 752 73.5 744 76.5 77.4 78.6 79.5 98 800 80.8
11 Construction contracts (1977 = 100)* ..., 1o 1o 1380 1480 151.0 137.0] 146.0 143.0 139.0 1450 1340 n.a.
12 Nonagricultural employment, totalt 138.5 136.2 136.8 1359 136 5 137.0 136 4 138 | 138.4 138 8 1392 139.6
13 Goods-producing, total 109 4 1026 101.5 100.2 100.9 101.8 102.2 102.7 103.7 104 3 104.7 1056
14 Manufacturing, total ... ... . . 1037 96.9 96.0 951 95 6 963 96.6 970 98.0 98 6 91 99.6
15 Manufacturing, production-worker 98.0 89.4 88.7 87.6 882 892 895 89.9 91.2 919 92 4 93.2
16 Service-producing ... .. PR . 154 4 154.7 156.1 155.5 156 1 156 3 155 1 157.5 157.5 1578 158.1 158.3
17 Personal income, total 386.5 409 3 4533 4316 4337 436.1 437.5 441§ 446 5 449 7 453.5 n.a
18 Wages and salary disbursements . ..., .. 349.7 367 2 389 8 386.9 389.0 3919 393.6 396.2 400.6 401 6 403.9 n.a.
19 Manufacturing .. ..... o 287.3 286.2 3004 296 4 2992 3026 304.6 308 2 310.2 37 313.6 n.a.
20 Disposable Fersunal income’ 373.7 3973 426.3 4205 4220 4290 4301 434 | 4389 442 2 446.0 n.a.
21 Retail sales! PR 330.6 326.0 376.1 3789 3803 | 37137 .- 385.3 389 8 390.3 399.0
Prices?
22 Consumer ...... N 272.4 289.1 298 4 297 1 298 | 299.3 300.3 301.8 302.6 303 1 3035
23 Producer fimshed goods............ . 269 8 280.7 28521 2842 285.0 285.7| 286.17 285.1 287.9 286.8 287.1

1 The capactty utithzation series has been revised back to January {967,

2. Ratios of indexes of production to indexes of capacity Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce, and other sources

3 Index of dollar value of total construction contracts, including residential,
nonresidential and heavy engineenng, from McGraw-Hill Information Systems
Company, F. W Dodge Division.

4, Based on data in Employment and Earmings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

5. Based on data in Survey of Current Business {U.S. Department of Com-
merce)

6. Based on Bureau of Census data pubhished in Survey of Current Business

7. Data without seasonal adyustment, as published in Monthly Lubor Review
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.S. Department of Labor.

NoTF. Basic data (not index numbers) for series mentioned in notes 4, 5, and 6,
and indexes for series mentioned 1n notes 3 and 7 may also be found in the Survey
of Current Business.

Figures for industrial production for the last two months are prelimnary and
estimated, respectively.

2.11 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted
1983 1983 1983
Series
Q! Q2 Q3 Q1 Q2 Q3 Q4 Ql Q2 Q3 Q4
Output (1967 = 100) Capacity (percent of 1967 output) Utihzation rate (percent)

1 Total industry .. ....... 138.5 144.5 151.8 155.6 194.6 195.5 196.4 197.3 712 73.9 71.3 78.9
2 Mining. .o 116.7 112.3 116.1 121.2 165.2 165.3 165.4 165.5 70.6 67.9 70.2 733
3 Utilmes......... .o, 163.6 169 6 178.2 178.7 208.5 209.8 2111 212.4 78.5 80.8 84.4 84.1
4 Manufacturing ........... ... 138.4 145.2 152.8 156.6 195.7 196.6 197.5 198.4 70.7 73.8 71.4 78.9

S Primary processmg . ..., 1370 1452 152.8 156.9 194.3 194.8 195.3 195.8 70.5 74.6 78.3 801
6 Advanced processing. . . . ..., 139.7 145.1 152.8 156.0 196.5 197.6 198.6 199.7 71.1 73.5 76.9 78.1
7 Materials . ... 134.8 141.7 149.9 192.3 192,9 193.4 194.0 70.1 73.5 71.5 79.8
8 Durable goods ......... 125.2 1347 144.2 150 195.2 195.6 196.0 196.5 64.2 68.9 73.6 76.5
9  Metal materals . 78.6 849 89.3 93.9 140.2 139.9 139.8 139.6 56.1 60.7 63.9 673
10 Nondurable goods.. .. .. ..... 163.7 1717 179.1 185.3 217.8 218.8 219.6 220.6 75.2 78.5 81.5" 84.0
11 Textile, paper, and chemical ..., 169.3 179 6 188.0 195.5 229.4 230.7 231.6 232.7 73.8 77.9 81.2 84.0
12 Paper ., . e e 1499 153 4 162.8 168.5 165 3 166.,1 166 9 167.7 90.7 92.3 97.5 100.5
13 Chemucal . . 204 7 219.4 227.8 238.9 294.8 296.6 298 3 300.) 69.4 74.0 76.4 79.6
14 Energy materals .. ..., 122.2 121.5 127.4 127.7 153.9 154.3 154.7 155.3 79.5 78.7 82.3 82.2
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2.11 Continued
Previous cycle! Latest cycle? 1983 1983 1984
Series
High Low High Low Jan May June July Aug Sept Oct 7 Nov 7 Dec 7 Jan
Capacity utilization rate (percent)

15 Total industry 88.4 71.1 87.3 76.5 70.7 73.9 74.8 76.3 77.3 78.2 78.7 78.8 79.2 79.9
16 Mining. 91.8 86 0 88.S 84 0 738 68 2 68 | 695 70.2 70.8 718 73 1 752 76 2
17 Utilities 949 82.0 867 RIR R4 809 80 8 835 850 84.8 8313 830 86 0 839
|8 Manufacturing . 87.9 69.0 87.5 75.5 70.0 73.8 74.9 76.4 77.3 78.4 78.9 78.9 79.0 79.9
19 Primary processing . 93 7 68.2 91 4 726 68 6 74 6 757 771 781 797 80 4 80 | 798 80 8
20 Advanced processing 855 69 4 859 770 7009 734 74 4 76.0 769 778 779 781 RS 4
21 Materialy 9.6 69.3 88.9 74.2 68.7 73.5 74.4 76.5 77.4 78.6 79.5 79.8 80.0 §0.8
22 Durable goods . 91 4 63.5 88.4 68 4 62.3 68 9 70.0 721 736 75.2 76 1 76 6 76.8 780
23 Metal materials 97 8 68.0 95 4 59.4 533 610 612 623 64 0 65.5 68 0 67 0 06.8 68 §
24 Nondutable goods. ... 94.4 67 4 917 775 734 8.7 796 807 81.1 829 84 1 84 | 837 819

25 ‘Textile, paper, and
chemical 95,1 65.4 921 758 714 781 792 80 4 80 S 826 84 | 84 1 837 LER
26 Paper 99 4 72.4 97.9 89 8 90 9 929 93 | 967 96 9 99 ¢ 99 4 101 6 100 6 100 4
27 Chemwal . .. . . 95.5 642 913 70.7 66 4 740 753 759 755 778 797 795 795 798
28  Energy matenals . 94.5 84 4 887 84 4 801 785 788 826 2R 816 814 Ri 7 836 83§
. Monthly high 1973, monthly low 1975 2 Prehminary, monthly highs December 1978 through January 1980, monthly

lows July through October 1980

2.12 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

. 1983 1984
Category 1980 1981 1982
June July Aug Sept Oct Nov / Dec ’ Jan
HousEHOL b SURVEY DATA

1 Noninstitutional population! 169,847 | 172,272 | 174,451 | 176,320 | 176,498 | 176,648 | 176,811 176,990 | 177,151 | 177,325 | 177,733
2 Labor force (including Armed Forces)! 109,042 | 110,812 1 112,384 | 114,127 [ 114,017 | 114,325 | 114,438 | 114,077 114,235 | 114,340 | 114,415
3 Civilan labor force 106,940 | 108,670 | 110,204 | 111,905 FILLR2S 112,117 | 112,229 | 111,866 112,035 112,136 | 112,215

Employment
4 Nonagriculftiral industries? 95,938 97,030 96,125 97,264 97,726 98,035 9R, 568 98,730 99,349 99,585 99,918
5 Agriculture ... ..o 3,364 3,368 3.401 3.479 3,499 3,449 3,308 3,240 1,287 3,356 3271

Unemployment
6 Number A 7,637 8,273 10,678 11,162 10,600 10,633 10,353 9,896 9,429 9,198 9,026
7 Rate (percent of civilian labor torce) .. 71 76 97 100 95 9§ 913 88 R4 R2 8.0
8 Not in labor force 60,805 61,460 62,067 62,220 62,481 62,323 62,373 62,913 62,916 62,988 63,318

ESTABI ISHMENT SURVEY DATA
9 Nonagricultural payroll employment? 90,406 91,156 89,596 89,844 90,152 89,748 90,851 91,0847 91,355 91,583 91,870
10 Manufacturing.. . 20,285 20,170 18,853 18,582 18,733 18,793 18,871 19,064 19,172 19,275 19,375
Il Mining........ .. 1,027 1,132 1,122 1,003 1,017 1,023 1.026 044 , 1,046 1,043
12 Contract construction . . ... . .. 4,346 4,176 3,912 3,933 3,974 4,014 4,038 4,060 4,094 4,091 4,194
13 Transportation and public utihties 5,146 5,157 5,057 4,992 4,984 4,341 5,031 5,019 5,019 5,005 5,031
14 Trade . . 20,310 20,551 20,547 20,494 20,529 20,580 | 20,6121 20,666 20,718 20,773 20,837
IS Fipance. ... . . o Coe 5.160 5,301 5.350 5,451 5,465 5.488 5,499 5,503 5,515 5,524 5,540
16 Service . .. o civ i e e 17,890 20,547 20,401 19,668 19,770 19,835 19913 [ 19,956 20,016 20,101 20,143
17 Government, . 16,241 16,024 15,784 15,721 15,680 15,674 15,861 15,778 15,776 15,768 15,707

are aveirages of monthly figures

Persons 16 years of age and over Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day, annual data

By definition, seasonality does not exist in

population figures Based on data from Employment and Earnings (U S, Depart-
ment of Labor). ‘
2 Includes self-employed, unpaid family, and domestic service wotkers

3. Data include all tull-

and part-time employees who worked during, o1

received pay for, the pay peitod that includes the 12th day of the month, and
exclude proprietors, seli-empioyed persons, domestic servants, unpaid family
workers, and members of the Armed Forces Data are adjusted to the March 1983
benchmark and only seasonally adjusted data are available at this time Based on
data from Employment and Earmngs (U S. Department of Labor)
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value
Monthly data are seasonally adjusted

1967
o pro- 1983 1983 1984
rouping por- | avg.
tion Jan Feb Mar | Apr. | May | June | July | Aug. [ Sept Oct Nov |[Dec? |Jane
Index (1967 = 100)
MAJOR MARKET
1 Totalindex .. . ..... . .......... 100.00 | 147.6 | 137.4 | 138.1 | 140.0 | 142,6 | 144.4 | 146.4 | 149.7 | 151.8 | 153.8 | 155.0 | 155.5 | 156.4 | 158.1
2 Products .. e e e 6071 | 1492 | 1409 | 140.3 | 141.6 | 1445 | 1462 | 1481 ] 1509 1532 | 154.9 | 1556 | 156.0 | 157.1 | 1588
3  Finalproducts ... .. ........ . 4782 | 147 1| 140.1| 1389 | 1399 | 1428 | 1445 1464 1490 | 1507 | 1521 | 1527 | 1534 | 1549 | 1566
4 Consumer goods ... . . 27681 1518 143.61 143.4 | 1443 | 1477 1504 | 1524 | 1548 | 1563 | 1574} 1569 | 156 5| 158.0 | 159.6
s Equipment . ce 2004 1 140.7 | 1353 1327 133.8' 136.2 | 136.5| 1382 | 141.0 | 143.1 | 1449 | 147.0 { 149.1 | 150.7 | 152.6
6 Intermediate pruducts G .| 1289 1566 1437 1453 | 147.8 | 150.8 | 152.2 | 154.5 | [58.1 | 162.2 | 1653 | 166.5| 1657 | 165.1 | 167.0
7 Matenals ... . ..o el 39.29 | 1453 1320 1349 | 137.6| 1397 | 1417 1437 | 1478 | 149.7 [ 1523 | 154.0 | 1547 | 1555 1570
Consumer goods
8 Durable consumer goods . ... 7.89 ] 1475 1316 1344 | 136.3| 140.5 | 1455 149.2 | 152.9 ] 154.2 ) 157.4
9  Automotive products ........... 283] 1582 | 1362 | 1443 | 1426 1449 1522 | 1600 | 167.0) 1681 ] i729
10 Autos and utility vehicles 2031 1340 1070 1208 | 116.4 | 117.8 ] 124.9| 1354 | 1454 | 147.0 | 153.1
11 AUtOS... ... i 190 1174 97 1] 107.3 99.91 1027 | 1074 | 1183 ] 1298 1320 1350
12 Auto parts and allied goods. 80 2194 | 210.2 | 203.9| 2093 | 2136 221 5| 2226 221.9| 221 8 | 223.1
13 Home goods . 5061 1415 129 1| 1288 | 1328 1381 | 141.8( 143.2 | 1449 | 146.4 | 148.7
14 Appliances, A/C and TV . 140 | 1163 1095} 10581 105.0] 1061 ) 11281 11441 1162 ] 121.2| 1252
15 Appliances .md TV. .o (133 1201 1129 108.8] 108.5] 1097 116.1 | 11841 1197 | 1250 1297
16 Carpeting and furmture ......... 107 1780} 149.0 ] 156.7 | 168.3 [ 1805 | 1819 | 1B5.6 187.3 | 187 5| 1863
17 Miscellaneous home goods ... ... 259 | 1400} 1314 1297 | 1333 | 1379 1409 ] 141.3§ 1430 | 143.2 | 1459
18 Nondurable consumer goods 1979 | 1535 1483 | 1470 1475 | 150.5 | 152.3 | 153.6 | 155.6 | 157.1 | 1575
19 Clothing...... L N S B R T T S R U NP I,
20 Consumer staples . .. 15.50 | 163.8| 158.6 | 157.4 | 1581 | 161.1| 1628 | 1643 | 166.1 | 168.0 [ 168.0
21 Consumer foods and l()deCO 833 ..... 150.9 | 1495] 1484 | 1509 | 1532 | 1559 | 156.6 | 156.3 | 154.9
2 Nonfood staples. . 7171757 167.6 | 166.5| 1694 | 1729} 1740 174.1 | 1772 1816 183.2
23 Consumer chemical produc!s 263 2314 2226 2209 2256 | 2255 2278 | 2290 | 2338 2397 | 2415
24 Consumer paper products 1921 133.2 | 127.1 | 1279 | 1281 | 1292 | 128.6 | 130.1 | 132.6 | 137.4 138.2
25 Consumer energy products 2,62 | 1509 | 1422 | 1402 | 1433 | 152.2 | 153.4| ISL.2 | 153.2 | 155.7 ] 157.7
26 Residential utilities 145 1641 | 1629} 1661 | 1755 1743 | 1705} 173.2] 1799 182.8
Eqiapment
27 Business ..... e e e 1263 [ 153 1| 1466 | 1427} 143.7 | 1469 | 147.7 | 1502 | 153.3 | 156.6 | 158.8 | 161.3 | 164.1 | 1654 ] 1673
28  Industral . ., . 6.77 1204 | 1184 1137 (1317 113.5] 114.5] 1163 | 1199 | 1243 | 125.6 | 126.6 | 128.5 | 130.8 | 131.7
29 Butlding and mining ........ ..... 1.44 | 1593 17381 1536 1453 141.8 | 146.2 | 1487 | 154.4 | 159.2| 160.8 | 1669 | 1758 | 851 | 1841
30 Manufacturing ... . 385 1070 97.6 97.9 9971 1017 1025] 1050 1089 | 11331 1150 1146 | 1143 ) 1151 | 1166
3t Power . . 1471 117 0] 1183} 1160 | 116.2} 116.6 | 11501 114.1 | t14.6} 119.0| 1188 | 1185} 1194 | 1187 | 119.6
32 Commercial transit, farm. .... ..... 586{ 1910 1792} 176 1 | 179.2 | 1854 | 186.1 | 189.5| 191,91 1940 | 196.7 | 201.3 | 205.1 | 205.4 | 208.5
33 Commercial . 3261 2727 2549} 2512 | 2557 | 264.3 | 265.0| 270.9  276.0 | 277.4 | 281.2 | 288.1 | 292.5 | 292.1 | 295.3
34 Transit.. ..., 193 95 0 90.8 88.2 90 1 920 92 6 932 920 959 976 1000 ] 1032] 1043 | 1080
35 Farm . 671 696 66.0| 634 634, 702 71.3| 704| 708| 708 70| 709| 73.5| 74.8 .
36 Defense and space 7500 1199 1164 1161 1170 1182) 117.6 | 118.0] 1204 | 12021 121.8 | 122.9 ) 1240 126.0 | 127.9
Intermediate products
37 Construction supplies . 642 | 1424 1227.0 1297 133 1| 136.4 ] 1384 | 1421 | 1458 | 149.0 | IS1.1 | 1523 151.9 | 150.5 | 152.7
38 Business supplies Lo e 6.47 | 170.7 | 1603 | 1609 1623 | 1652 166.0 | 166.8 | 170.4 | 1753 ] 179.3 | 180.6 [ 1794 | 1796 ] .....
39  Commercial energy products ........ 114 | 18481 180.6 ] 178.6 | 180.3 | 183.3 | 183.1 | 181.4| 1852 | 186.9 | 190.2 | 187.0 [ 187.6 | 192.0 | ..
Materials
40 Durable goods matenals....... ....... 20,35 | 1386 121 5| 1253 128.7 | 132.4| 1347 | 137.0| 141.1 | 1442 | 1472 1494 | 150.5] 150.8 | 153.4
41  Durable consumer parts 458 | 1135) 962 101.6] 104.0| 106.5| 1085 | 109.5] 115.6 | 119.9 [ 123.1 ] 1249 | 125.1] 126.4 | 129.6
42 Equipment parts . . 544 | 176 4| 157.5] 1588 1625 | 1672 | 1706 | 1758 | 1808 | 1836 860 | 1883 | 1928 | 1935 | 196.8
43 Durable materials n.e.c . oo 1034 1299 | 11380 1182 1219 1254 127.5 | 12871 131.5| 1342 137.4 | 1398 | 139.5 | 139.2 1 141.2
44 Basic metal matenals .. 557 90.3 78 1 82.4 86.0 878 893 89.6 90.8 931 94 5 980 97 4 96.5
45 Nondurable goods materials . . ....| 10.47 | 175.0| 1597 1640 1675 | 168.7 | 172.1 | 174.3] 177.0| 178.0 | 183.4 | 1853
46  Texule, paper, and chemical
matenals v e 7621 1832 16371 17007 1743 | 1759 | 180.2 | 1828 | 1861 | 186.4 | 1920 ] 195.4
47 Textile materials . . . 1851 116.1 ] (04.7] 1064} 1106 | 1106 | 1146 | 116.0 | 119.0 1 121.5 | [23.1 | 124.0
48 Paper materials .. . . . R 1.62 ] 1586 15011 1501 | 1495 1508 | 1544 | 1550} 161.1 161.8| 165.4 | 16613
49 Chemical materials ............... 4151 2227 1954 | 2062 | 212.5| 2149} 219.6 | 223.6 | 2259 | 225.1 | 233.1 | 238.7
50  Containers, nondurable . o . 170 | 168.1 | 162.11 159.6 | 163.8 | 163.2| 1643 | 166.1 | 166 5{ 170.6 { 179.1 | 175.9
51 Nondurable materials n.e ¢ 114 ) 13051 129.6 | 1305} 1277 ) 1291 | 1297 | 1299} 1313 | 133.0f 1326 | 1319
52 Energy materials . .. . NN 848 (24.8 ) 123.0| 1218} 1219 | 121.6 [ 121 1 | 120.8 ) 127.7 | (28.0 | 126.4 | 1263 [ 126.9 | 130.0 | 130.1
53 Primary energy . 465 146 | 1165 | 1154 1144 1139 1138 1126} 1154 | 113.9 ) 1128 114t | 11S1] 1158 .
54  Converted fuel materials . RN 382 1371 130.8 | 129.6 | 131.1 | 1310 129.9 | 1329 | 142.7 | 145.2 | 1428 | 141.2 | 141.2 | 1474
Supplementary groups
55 Home goods and cluthmg ......... 9.35) 12997 1208 | 1199 | 1220 | 1263 | 1292 1302} 1323 | 1333} 1352 | 1355 | 1359 | 136.7 ] 1394
56 Energy, total . .. . L L1223 13590 1324 ) 13104 1319 1339 133.8 | 133.6| 138.5( 1394 | 139.0 | 137.7 | 1383 | 141.5| 140.7
57  Products . 376 | 161.2] 1538 1519} 1545 1617 1624 ] 1604 | 1629 1652 | 167.5]| 163.3 | 164.2 | 167.3 .
58 Materals . .. 848 | 12481 123.0 [ 121.8 | 1209 | 121.6 | 121.1 | 121.8 | 127.7 | 128,0 | 126.4 | 1263 | 126.9 | 130.0 | 130.1




Outpur  Ad7
2.13 Continued
SIiC ot 1983 1983 1984
I S pro- 3
Grouping code | por- |avg.
tion Jan |[Feb« | Mar | Apr. [ May |June | July | Aug [Sept [ Oct. {Nov [Dec.r |Jan<
Index (1967 — 100)
MAJOR INDUSTRY
| Mining and utiities .... . . ... o 12.05 1 1430 141 3| 1375} 1377 1389 1397] 1396 143.8| 146 0] 146 S| 145.8| 147 1| 1522 1511
2 Mining . ... oo oo 636 116.6] 1219 115.6] 112.6) 1116 1128 H2.6| [150] 116 1| 117.1} 11837 1209| 1245 1262
3 Utlities. ... s . 569 ( 17241 163.1| 162.0| 16581 1693 169.7| 169.8 176.0] 179.3 | 179.3| 176 5] 176 3| 1832} 1789
4 Electric ............. P 388 | 196.2f 184.4| 183.0| 188.2| 1927] 192.9| 192.0} 200.9{ 2054 | 204.5| 2007 2002 209.9| 203 6
5 Manufacturing . . N 87.95 | 148.31 136 7| 138.2| 140.4| 143 1] 145.1| 147.4| 1506 1528 I55.1] 1562| 1565 157.0| 1590
6 Nondurable ........... ........ 3597 | 168.3| 15741 159.0| 160.7( 163 3| 1654 167.8| 170.6] (72,9 174.6| 1756] 173.3| 175.5| 176.6
7 Durable . ........... e 5198 | 1345 122.5| 123.9) 126.3| 1291} 1310 133.2] 136 8| 1388 (41.64 1428) 1435 144.3| 1469
Mining
8§ Metal. ... 10 St 814| 8171 751 752 79.8 844 B29) 825 80.9 87 BRI 0] 8591 87.3 .
9 Coal.... ....... 10112 69 [ 1363 144.8| 136 5| 12731 1253 ] 125.6] 124 6| 1399 | 141.2] 1405 1427 144.8) 1452 IS1 &
10 Oil and gas extraction . 13 440 1166 1246 1170| 1144 1122 112.5] 112.6] 1139} 1147} 116 3| 1173 119.4} 124 0] 124.6
11 Stone and earth minetals .......... 14 7S 1228 1128 HIST) (140 117.7] 1225| 1207 121.2) 125.01 126.5| 127.4] 1322} 134.2
Nondurable manfuctines
12 Foods ...........0o00 o . 20| 875 . .| 1544 153.0 152.0] 1537 1556 157.7( 1599 159 34 158.2| 157 6] 1575 .
13 Tobacco products L e 21 67| .. 104.7) 108 5] 113 4] 114.8] 1129 1200 1129 117.0] 112,7] 109.1[ 109.5{ . .
14 Textile mill products 22| 268 | 1408 | 1258} 1307 1319 1366 1396 141.8| 146.7| 1474 148.7| 1487 | 1459 1444
15 Apparel products .. 23| 331 o . . N
16 Paper and products 26 3211643 IS88| 155.61 156.3] 1570 161 5| 163.0( 165 1] 168.6] 1704 171 5| 1724 171 9| 1727
17 Printing and publishing 27| 472 | 152.7¢ 1413 144.0| 1459 1457 | 1452 147.4| 1520 157 8| 161.7] 1627 1620 1637} 1654
18 Chemicals and products . ..... 284 774 (2158 1976 202,3( 2057} 208 5| 211 0| 214.7| 2183 2203 | 224.1| 228.4( 227.3 | 228.0
19 Petroleum products 29[ 1,79 120.8F 113.S| U107 | 1148 1206 123.81 1230 124 3| 123,21 125.1 | 1236 1254 1202 1210
20 Rubber and plastic products. , ... 30 224 |2915] 25621 264.0( 2720| 2830 2880} 293.8] 296.1| 306 9| 3109} 310.8| 309 1{ 308 2 .
21 Leather and products, ... .... .. 31 86 | 616 595 6171 594 587 596 601 623 644 642) 64.0f 632 63.0
Durable manufucture
22 Ordnance, private and government 19 91 364 | 9547 935 933 9197 932] 926 933 9521 968 98.0| 988 99.3| 100.0] 1005
23 Lumber and products............. 24 164 [ 137.17 1300 130.2] 128.7| 132.1] 1358 137.4| 141 3| 141.6( 142.3| 141 7| 140.6| 142.5
24 Furniture and fixtures . . . 25 | 1,37 11704 15001 1540} 161 0] 167.7} 169.6{ 173 1] 1752 (79.0) 180.7] 181 01 177.0f 177.0
25 Clay, glass, stone products....... . 32 2741432 1280 131.8] 1356 1383 | (392 141.7 1458 1479 1517} 150.9] 1527 152.1
26 Primary metals . . ., . .. ... 33| 657t BS5E 731 779 8121 83.1 849 848| B55] 87.5| 96| 953 923| 910} 939
27 Iron and steel 3312 421 7161 S9.0| 643 669 685 69.5| 6971 7181 75.1| 7821 843 79.2| 755 .
28 Fabricated metal products 34| 593 [ 1201 107.6) 1103 | 1139} 1153 1SS | 18 5| 12271 126.0| 1274 1269 1285 1280 (298
29 Nonelectrical machinery .. .. ... 35 915 [ 1504 | 1380 13621 138.6 143.1( 146 || 1495 154.2| 15731 1583 | 1592} 1616] 1620 164 4
30 Electrical machinery . ...... ... 36 805 1856 1695 16891 173.8| 177 2] 180 1| 182.4| 188.3| 1892 195.81 198.4] 1999 201 7| 206 4
31 Transportation equipment 37 927 | 117.7) 10631 1096 110 1| 111 4] 138 1166 11971 121 1| 12471 1255 1273 1303 | 1334
32 Motor vehicles and parts 37 4,50 1 137.0] 113.9] 123.0] 123 2] 1255 130.4 ] 1362 1423] 144 3| 150.9{ 150.9| 1529 158.3| 1626
33 Aerospace and miscellaneous
transportation equipment 37229 | 477 99.61 99.1 97.01 977 981 981 98,1 985 992 1000] 1016 103,11 1040( 1060
34 Instruments . ..., 38 211} 1585 1545 1534 154.0| 155.1| 156.0] 156,1| 159.3| 1616] 1636 163.0| 1628 1624 1646
35 Miscellaneous manufactures. 19 ISE[ 14631 1313 1339 1369} 145.04 1490 (510§ 153.7| 1S3 1] 151 7] 149.1 | 148.9] 1503 ] 151.0
Gross value (billions of 1972 doilars, annual rates)
MAJOR MARKLT
36 Products, total . . . 507.4 | 612.7| 578.1{ 578.4| 584.1{ 592.6 | 601.8 | 610.5 | 620.5] 626.6 | 637.0 | 637.8| 640.3 | 645.0 | 653.7
37 Final . b e 3909 14728 448 3] 447 3| 45131 457 7] 4656 471.8| 478.2) 4K1 8 4899 | 490.7| 4926 498 0 | S04 6
38 Consumer goods . 277513288 3109 312.0] 313.8 3188 3256 330.4{ 333.7] 336 7| 341.6 340.2| 339.4| 342.5| 3458
39  Equipment . . B 1134 | 1440 137.4| 1353 | 137.5]| 138.9| 1400} 141.4] 144.5| 145 || 148.4] 150.5] 1532 i55.5{ 158.7
40 Intermediate. ....... oo o 1166 | 1400 129.8} 131.1| 132.8] 1349 | 136.2| 138.7] 142.3| 144 8| [47.1| 147 | | 147 7] 147.0| 149 |

1972 dollar value.
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2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
1983
ltem 1981 1982 1983
Mar. Apr May June July Aug Sept Oct.r | Nov.” | Dec.
Private residential real estate activity {thousands of units)
New Units
| Permuts authorized . ...... 986 1,001 1,594 1,467 1,536 1,635 1,761 1,782 1,6527 1,506 1,630 1,642 1,605
2 I-family 564 546 882 859 841 940| 1,013 920 874 837 880 911 914
3 2-or-more-family ... .. 421 454 712 608 695 695 748 862 778 669 150 73t 619
4 Started . . ... . L 1,084 1,062 1,703 1,605 1,506 (807 1,736 | 1,804 1,904 1,664 1,654 1755 1,667
5 I-family.. 705 663 1,067 1,008 1,001 1,183 1,127 1,032 1,135 1,031 1,002 1,097 972
6  2-or-more-family 379 400 636 597 505 624 609 72 769 633 652 658 695
7 Under construction, end of perod! 682 7201 na 828 859 900 933 963 97 988" 991 1.011
8  lfamuly....... . 382 4001 na. 472 489 S18 532 537 542 5427 537 543
9 2-or-more-family ..., 301 320 na. 356 370 382 400 425 435 4467 453 469
10 Completed ...... ..., 1,266 1,006 n.a. 1,147 1,164 1,353 1,386 1,432 1,729 1,476 1,588 1.430 n.a
1w tfamly ... L 818 63t na 788 803 851 959 1,000 1,050 9667 1,041 991
12 2-or-more-| fdmlly 447 374 na 359 361 502 427 432 679 Sy 547 439
13 Mobile homes shipped 241 239 n.a 276 291 298 308 299 305 302 291 309
Merchant bilder activity in H-fanuly units
14 Number sol . 436 413 624 61t 635 665 658 594~ 544 5897 624 629 808
15 Number for sale, end of penod' 278 255 308 262 266 273 284 289" 296 298¢ 101 310 302
Price (thousands of dollurs)?
Median
16 Umtssold. .. . ... 68 8 693 754 72.5 747 745 758 752 768 810 752 758 759
Average
17 Units sold . 83.1 838 89.7 862 87 6 88 8 %09 892 9113 97.8" 88 6 911 91.1
ExisTING Units (I-famuly)
18 Number sold 2,418 1,991 2,717 2,710 2,730| 2,900 2940 [ 2,790 2,710 2,720 22,6101 2.6001 2,820
Price of umts sold (thousands of dollars)?
19 Median  ..... . ..., 66.1 67.7 699 68.9 68 8 69.2 714 71.8 18 699 69 8 70 4 703
20 Average . ... ... 780 80.4 825 811 813 817 847 84.2 847 828 830 83 4 83.2
Value of new construction® (milhons of dollars)
CONSTRUCTION
21 Total put inplace .  ........... 239,418 | 232,048 | 264,854 | 241,908 | 247,360 | 254,763 264,321 |274,205 | 281,997 |285,384 | 271,650 | 275,487 | 274,956
22 Private ... ... . i 186,069 | 180,979 | 214,527 | 194,865 | 199,462 | 206,029 |1214,729 |222,759 | 228,529 |232,561 | 222,968 | 225,389 | 224,890
23 Residental ... 86,567 | 74,809 112,786 ( 96,127 (101,961 107,494 (113,524 {122,297 | 127,136 (129,142 | 121,688 | 119,246 | 18,181
24 Nonresidential, totat  .......... 99,502 | 106,170 | 101,741 | 98,738 97,501] 98,535[101,205 | 100,462 | 101,393 {103,419 | 101,280 | 106,143 | 106,709
Buildings
25 Industral 17,0311 17,3461 13,136 14,263 | 13.223| 13,047 13,136 | 12,227 [ 14,227 13,166 | 10.532| 12,280] 12,842
26 Commercial e 34,243 37,281 36,204 | 35469 33,619 33,291 35,898 | 35,871 | 36,277 36,901 36,118 38,0811 38,175
27 Other....... .. ... 9,543 10,507{ 11,734| 11,598| 10,770| 11,237| 10,974 | 11,250 | 12,038 | 12,564 12,279 12,001] 12,476
28 Public unlmes and other....... 38,685 41,036 40,667 37.408| 39.889( 40.960| 41,197 | 41,114 | 38,851 | 40,788 | 42.351| 43,781 43,216
29 Pubhe ... L L 53,346 [ S1,068| S50,326| 47,043| 47,897 | 48,734| 49,592 | 51,446 | 53,469} 52,823 | 48,682 50,098 50,006
30 Mihtary......... . ... 1,966 2,205 2,470 2,541 2,784 2,255( 1,894 2,655 2,2581 2,705 2518 2,619 2,687
31 Highway . 13,599 | 13,521 14,208| 11,8661 12,900| 13,044 12,925 | 14,091 15,906 | 15,896 14,644 14,360 | 15,336
32 Conserva!lon and develupment ........ 5,300 5,029| 4,826| 4,894 5023| 4,548| 4,853 5,608 5.210] 5,048 4,258 3905 4911
33 Other .... .. . ... 32,481 30,313 28.822| 27,742 27,190| 28,887| 29,920 | 29,092 | 30,095] 29,174 | 27.,265| 29.214| 27,132

! Not at annual 1ates

2 Not seasonally adjusted

3. Value of new construction data n recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census m 1ts estimating techmques For a description of these changes see
Construction Reports (C-30-76-5), 1ssued by the Bureau n July 1976

Nortr. Census Bureau estimates for all series except (a) mobile homes, which
are private, domestic shipments as reported by the Manufactued Huusmg
Institute and seasonally adjusted by the Census Bureau, and (b) sales and prices of
existing units, which are published by the National Association of Realtors. All
back and current figures are avanlable from onginating agency. Permit authoriza-
nor;]s ]agrgxthme reported 1o the Census Bureaw from 16,000 junsdictions begimning
wil
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

Change from 12 Change from 3 months easlier - i

months eather (at annual 1ate) Change from 1 month earlier Index

level

Item Dec

1983 1983 1983

1982 1983 (1967
Dec. Dec — 100!

Mar. June Sept. Dec¢ Aug Sept Oct Nov Dec.
CONSUMLR Pricps?
1 All items 39 3.8 4 5.4 5.3 4.0 4 5 4 3 3 303.5
2 Food B 3.1 26 28 17 1.7 42 2 3 S 1 4 293.9
3 Enetgy ttems ... . .. . ..., 13 -5 =251 210 74 -10 7 7 4 0 1 418 0
4 All items less food and energy 45 4.9 44 39 6.2 49 S S 5 4 3 293.6
5 Commodities .... 58 5.0 5.7 29 71 45 5 6 6 3 2 249.0
6 Services 34 4.8 37 46 53 53 4 4 5 5 3 345.5
PRODUCER Pricts
7 Fiished goods. .. 17 6 -47 30 25 1S 4 2 3 -2 2 287 |
8 Consumer foods ...... P 21 2.2 41 0 1.5 34 4 NI 11 -10 N 264.0
9  Consumer energy =1 -90 ~355 114 37 -8.2 3 4r -1 10 -10 769 4
10 Other consumer goods 53 1.8 =2.0 31 2.9 32 kl K 0 5 3 242 4
1t Capital equipment 39 20 20 1.7 25 1.8 & -2 3 0 2 290 S
12 Intermediate matetials? 15 -4.7 32 53 23 i [ 4 2 0 3203
13 Excluding energy 6 28 8 29 40 33 20 3 2 3 3 298.0
Crude materals
14 Foods... ... ... 1.5 81 18.1 8 5.9 79 39 2 0 17 256 2
15 Energy . e 26 —-46 -92 =51 15 =23 -1 3 -10 2 2 783 6
16 Other . el e o e e =76 15.8 —16.2 619 20.2 85 11 10 -3 17 T 263.3
1. Not seasonally adjusted. 3 Fxcludes intermediate matenials for food manutacturing and manufactured
2. Figures for consumer prices are those for all urban consumers and reflect a animal teeds.

rental equivalence measure of homeownership after 1982
Sourcr Bureau ot Labor Statistics
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.

1982 1983
Account 1981 1982 1983
Q4 Q1 Q2 Q3 Q4
Gross NaTioNAL PRODUCT
1 Total 2,954.1 3,073.0 3,309.5 3,109.6 3,171.5 3,272.0 3,362.2 3,432.0
By somrce

2 Personal consumption expenditures .. . 1.857.2 1.991 % 2,158 6 2,046.9 2,073.0 2,147 0 2,181.1 2,233 1

3 Durable goods  .... .. ..., 236.1 244.5 278.6 2521 258.5 2777 282.8 2952

4 Nondurable goods e 733.9 761.0 804.3 773.0 777.1 799.6 814.8 825.9

5  Services e e e e 887.1 986.4 1,075.7 1,021.8 1,037 4 1,069.7 1,083 5 1,112.0

6 Gross private domestic investment . 474 9 414 5 471.3 3774 404 1 450 1 501.1 5298

7 Fixed investment e 456.5 439.1 478 2 433.8 443 5 464.6 4925 512.1
8 Nonresidential . ... .... o e 3522 3483 347.7 3370 332.1 336.3 351.0 371.2
9 Structures e e e 133.4 141.9 131.4 138.6 1329 127.4 130.9 134.5
10 Producers' durable equlpmenl .......... . 218.8 206.4 216 3 198.4 199 3 208.8 2202 236.8
11 Residential structures ... ... o 104 3 90.8 130 5 96.8 13 128.4 1415 140.8
12 Nonfarm . ......... P 98 86.0 125.5 912 106.7 123.3 136.3 1356
13 Change in busmess inventores . ... . . P 18.4 ~24.5 -6.9 —56 4 -39.4 —-145 8.5 17.7
14 Nonfarm . . .. .. . L 109 =231 -1.2 -537 -39.0 -103 18.4 260
15 Net expoits of goods and services . PR 26.3 17 4 - 10.6 56 17.0 —85 ~18.3 -326
16  Exports .. 368 8 347 6 3358 321.6 326.9 327 1 341.1 348 1
17 Imports 3425 3302 346 4 3161 3099 335.6 359.4 380 7
18 Government purchases of goods and services .. ...l 595.7 649 2 690.2 6797 677.4 683.4 698.3 7017
19 Federal e 229.2 258.7 2752 279.2 273.5 2137 278.1 275.6
20  State and local. . ... . e e 366 5 3905 4150 400.5 404.0 409.7 4202 426.1

By major type of product
21 Final sales, total .. .. 29356 3,097 5 3,316 4 3,1659 32109 3,286.6 3,353.7 3,4143
22 Goods 1,291.8 1,280 8 1,361.9 1,264 8 1,292 2 1,346 8 1,388 9 1,419.8
23 Durable . ....0 o0 o 528.0 500.8 544.8 474.0 482.7 5368 568.9 590 8
24 Nondwable . 763.9 780.1 817.1 790.8 809.5 8100 820.0 829 0
25 Services  L..... i e 0 e 1,374 2 1,511 2 1,637.8 1,560 5 1,588.4 1,623.4 1,651.0 1,688 §
26  Stiuctures 288.0 281.0 3097 284.3 290 9 301.9 3223 3236
27 Change n business inventories G e . 18.4 -245 -69 —-56.4 -394 ~14.5 85 17.7
28 Durablegoods. . oo 36 - 155 -42 —45.0 -382 -89 131 17.4
29 Nondurable goods . P 148 =91 -2.8 ~11.4 -12 ~57 4.5 3
30 Memo. Total GNP in 1972 dollars . . ................ . 1,513.8 1,485.4 1,534.8 1,480.7 1,490.1 1,525.1 1,553.4 1,570.5
NATIONAL INCOME

31 Total ...... ... ... 2,373.0 2,450.4 2,646.9 2,474.0 2,528.5 2,612.8 2,686.9 n.a.
32 Compensation of employees e e e 1,769 2 1,865 7 1,990.1 1,889.0 1,923.7 1,968.7 2,0118 2,056.0
33  Wages and salanes..... .. .... e e e 1,493.2 1,568 1 1,664.0 1,586.0 1,610.6 1,647.1 1,681.5 1,716 6
34 Government and government enterprises . . 284.4 306.0 326 1 3145 3192 3233 3284 3,311.8
35 Other e e e 1,208.8 1,262 1 1,338.3 1,271'5 1,291.5 1,323 8 1,353.1 1,384 9
36 Supplement to wages and salaries . . 276.0 297.6 326.1 302.9 313 1 3216 3303 3393
37 Employer contributions for soctal insurance 132.5 140.9 152.7 142°5 148.8 1515 153.9 156.6
38 Other labor income G e 143 5 156.6 173 4 160.4 164 3 170 t 176.4 182.7
39 Propnetors’ mcome’ P 120.2 109.0 1286 116.2 1206 127.2 126.7 139.7
40  Business and professional’ 89.7 87.4 107 6 90.2 98 4 106 2 1112 114.4
41 Farm! . 30.5 21.5 210 26.0 222 21.0 15.5 253
42 Rental income of persons? . Cn e 41 4 499 54.8 523 54.1 54.8 539 56.2
43 Corporate profits! ., ........ . 192.3 164 8 226.3 1619 181.8 218.2 248.4 na.
44 Profits before tax3. ... Lo . 2270 174.2 20513 167.5 169 7 203.3 229.1 na.
45  Inventory valuation adjustment . .. . ........ .. -236 -84 -9.8 -10.3 —-1.7 -10.6 —18.3 -8.5
46  Capital consumption adjustment -11.0 -1.1 30.8 4.7 139 256 37.6 463
47 Netinterest . ...... . .. P . 249.9 261 1 247.2 254 7 248.3 243.8 246.1 250.4

1. With mnventory valuation and capital consumption adyjustments.
2. With capital consumption adjustment.

3. For after-tax profits, dividends, and the like, see table 1.48.

SOURCE Survey of Current Business (Department of Commerce)
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2.17 PERSONAL INCOME AND SAVING
Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.
1982 1983
Account 1981 1982 1983
Q4 Ql Q2 Q3 Q4
PERSONAI INCOMF AND SAVING
1 Total personal income 2,435.0 2,578.6 2,741.9 2,632.0 2,657.7 2,713.6 2,761.9 2,834.2
2 Wage and salary disbursements 1,493 2 1,568 | 1,664.4 1,586 0 1,610 7 1,648 4 1,681.9 1,716 7
3 Commodity-producimg industuies 509 S 509.2 529.6 499.5 508.6 522.2 5378 549 8
4 Manufacturing Lo o 3853 383.8 402 7 377 4 3854 397.4 4009.2 418 6
5 Distributive industiies 3616 378.8 3972 3835 386.4 394.3 398.9 409 2
6 Service industries e e 3377 374 1 411.5 88 S 396.4 407 3 416.4 4259
7 Government and government enteiprises . 284.4 306 0 326 1 314 5 319.2 3246 3288 3318
8 Other labor income 143 5 156 6 173 4 160 4 164.3 170 | 176 4 1827
9 Proprietors’ income! 120 2 109.0 128 6 116 2 120.6 127.2 126 7 1397
10 Business and professional! 89 7 87.4 107 6 90 2 98.4 106.2 Ht2 114 4
11 Farm! 305 215 210 260 22.2 210 155 253
12 Rental income of persons? 41 4 499 5438 5213 541 548 S39 56 2
13 Dividends . L 628 66.4 705 679 68.8 69.3 709 729
14 Personal interest income 3413 366.2 366 3 363 1 3572 357 1 369 9 3810
15 Transter payments e o 3372 374 6 403 5 399.0 398.5 405 3 402 6 407 S
16 Old-age sutvivors, disability, and health insurance benefits 182 0 204 5 228 2165 217 4 2211 223.8 229.0
17 Liss Personal contnibutions for social insutance 104 6 1120 1195 1129 16 5 1186 120 5 122.5
18 Equars Personal income 2,4350 2,578 6 2,741 9 2,632.0 2,657 7 2,713 6 2,761 9 2,834.2
19 Liss' Pervonal tax and nontax payments. 387 4 402 1 4063 404.1 401 8 412 6 400 | 410 6
20 BqQuars Disposable petsonal income 2,047.6 2,176 5 23356 2,227.8 2,255 9 2,301 0 2,361 7 2,423.6
21 Lrss. Personal outlays 1,912 4 2,051.1 22228 2,107 0 2,134 2 2,208 § 2,245.9 2,300 1
22 kQuats Personal saving 1353 125 4 131 120 8 1217 91 S 1158 123 5
MmO
Per capita (1972 dollars)
23 Gross national product 6,584 1 6,399 1 6,550 6 6,3552 6,381 § 6,518 § 6,621 5 6,680 0
24 Personal consumpuon expenditures 4,161 5 4,179 8 4,316 7 4,204 5 4,225 7 4,318.8 4,330 8 4,389.8
25 Disposable personal income 4,587 0 4,567.0 6710 4,576 0 4,599.0 4,629 0 4,690.0 4,764.0
26 Saving 1ate (percent) ... 6.6 58 4.8 54 ) 40 4.9 51
GROSS SAVING
27 Gross saving 483.8 405.8 436.0 351.3 398.5 420.6 455.4 na.
28 Gross pnivate saving . 509 6 521 6 567.8 526 6 5415 5350 587.2 0.t
29 Personal saving . 1353 1254 3 120 8 121.7 91 S [15.8 123§
30 Undistributed corporate profits! | 44 8 370 774 375 489 70.1 897 na
31 Corporate inventory valuation adjustment 216 -84 98 - 103 -1.7 —10.6 183 -85
Caputal consumption allowances
32 Corporate . 202.9 2220 2316 22717 2813 2298 2331 235§
33 Noncoiporate . 126 6 1372 145 8 140 5 142 6 143.5 148.6 148 5
34 Wage accruals less disbursements 4} 4} 0 0 0 0 .0 .0
35 Government suiplus, or defict (=), national income and
product accounts L -269 - 158 1318 -17583 —1429 - 114 4 1318 na
36  Federal . —622 147 1 —1829 —208 2 -~183.3 = 166.1 —18713 na
37 State and local 353 313 516 329 40 4 517 55.5 na
38 Capital grants 1eceived by the United States, net 1 0 1] 0 .0 0 0 0
39 Gross investment 478.9 406.2 436.1 355.5 397.4 417.1 457.9 472.0
40 Gross private domestic ... o 4749 414 5 471.3 3774 404 1 450.1 5011 529.8
41 Net foreign . 40 -83 =352 -219 67 =330 -432 -57.8
42 Statistical discrepancy -4.9 .5 B 4.2 -12 -3.5 2.5 2.5
1 With inventory vaiuation and capital consumption adjustments Sourct Swrvey of Current Business (Department of Commeice),

2 With capital consumption adjustment.
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are seasonally adjusted except as noted.!

1982 1983
Item credits or debits 1980 1981 1982
Q3 Q4 Qt Q2 Q3
| Balance on current account . .......... ... R 421 4,592 —-11.21 -6,596 —6,621 -3,5871 -9,655| —11,976
2 Not seasonally adjusted. ....... ......... ... ... . - R P, ~8,143 —35,546 -3,395] -8,898 | —13,996
3 Merchandise trade balance? 25,544 —28,067 -36,389 -13,078 —11,354 —8,810| —14,661 | —18,169
4 Merchandise eXports ... oo o L e 224,237 237,019 211,217 52,241 48,344 49,506 48,913 50,585
5 Merchandise imports . —249,781 —265,086| —247,606 ~65,319 -59,698 —58, 3!6 ~63,574 | —68,754
6  Military transactions, net . —2,286 -1,355 179 54 -26 117 =21
7  Investment income, et . 29,570 33,484 27,304 6,821 6,008 S 089 5,700 6,928
8  Other service transactions, net 5,738 7,462 5,729 1,349 1,182 1,179 1,012 1,347
9  Remittances, pensions, and other transfers . -2,347 -2,382 ~2,621 —656 661 —608 —636 656
10 U.S. government graats (excluding mihtary) -4,709 —4,549 -5.413 —1,086 —1,770 -953 —1,187 — 1,408
11 Change in U.S. government assets, other than official
reserve assets, net (increase, ~) ....... ~5,140 -5,078 -~5,732 -2,502 —934 —1,053 —1,162 —1,188
2 ChanFe in U.S official reserve assets (increase, =) ........ —-8,155 =5,175 ~4,965 —794 —1,949 —787 16 529
13 0 0 0 0 0 4] 0 0
14 Specml drawmg rlgh!s (SDRa} .. ... ot i e -16 ~1,823 -1,371 —-434 -297 —98 -303 -209
15  Reserve position 1n lnternational Monetary Fund —1,667 -2,491 —2,552 —459 =732 -2,139 =212 —88
16 FOreign Currencies ........ «..ovvuvivenis e —6,472 86! —1,041 99 ~920 1,450 531 826
17 Change in U.S. private assets abroad (lnCl‘CdSC, —)‘ .... . -72,757 —100,348| —107,348 ~22,803 -16,670 -19,859 488 | —5,770
18 Bank-reported clams. . ........... Cee e —46,838 ~83,851 —109,346 -20,631 —17,511 -15,935 5,166 —498
19 Nonbank-reported claims .. .... -3,174 -1,181 6,976 998 2,337 -2,374 —440 n.a.
20 U.S purchase of foreign securities, nel e -3,524 —-5,636 -7,986 ~3,331 -3,527 -1,808 -3,222 -1,122
21 U.S. direct investments abroad, net> ... ... N ~19,221 —9,680 3,008 161 2,031 258 ~1,016 —4,150
22 Change n foreign official assets 1n the United States
(INCTEASE, 1) .. vt e i i 15,566 5,430 3,172 2,642 1,661 49 1,973 —-3,235
23 U S Treasury secunities . .. . ..o 9,708 4,983 5,759 4,834 4,346 3,008 1,955 —692
24 Other US government obllgallons 2,187 1,289 -670 ~7t —556 -371 -170 —363
25  Other U.S. government labilities , .. PP 685 -28 504 - 160 130 ~-270 403 148
26 Other U S. liabilities rcporled by U.S. banks. -159 -3,479 -2,054 -1,911 -1,717 -1,939 611 -1,870
27  Other foreign official assets® . e 3,145 2,665 -367 =50 —542 ~379 —826 —458
28 Change n foreign private assets in the United States
(ncrease, +)° .. L il i e 39,356 75,248 84,693 14,971 9,856 16,404 8,984 21,722
29  U.S. bank-reported Tliabilities . 10,743 42,154 64,263 10,977 2,823 10,588 919 16,344
30 U S nonbank-reported liabilities 6,845 942 -3,104 —425 20 -2,136 134 na
31  Foreign private purchases of U.S. Treasury securities, net 2,645 2,982 7,004 1,364 2,257 2,912 3,072 1,103
32 Foreign purchases of other U.S. secunties, net 5,457 7,171 6,141 420 1,975 2,986 2,628 1,867
33 Foregn direct investments n the United Slates netd..... 13,666 21,998 10,390 2,635 2,781 2,054 2,231 2,408
34 Allocation of SDRs . 1,152 1,093 0 0 0 1] 0 0
35 Discrepancy . 29,556 24,238 41,390 15,082 14,657 8,833 ~644 ~82
36 Owing to seasonal adjuslmems P . = 1,190 1,042 —212 792 —1,355
37  Statistical dmcrepancy n recorded dala before seasonal
adjustment . . 29,556 24,238 41,390 16,272 13,615 9,045 —1,436 1,273
MeMo
Changes 1n official assets
38 U.S official reserve assets (Increase, —)................ —8,155 -5,175 —4,965 —794 —-1,950 —787 16 529
39  Foreign official assets in the United States
(nerease, +) oo i e 14,881 5,458 2,668 2,802 1,531 319 1,570 —3,383
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
above)... ... . L. 12,769 13,581 7,420 368 —1,162 -1,397| -3,433 -2,151
41 Transfers under mllnary grant programs (excluded from
lines 4, 6, and 10 above) e 756 680 644 267 158 42 30 49

1 Seasonal factors are no longer calculated for lines 12 through 41

2. Data are on an international accounts (1A) basis, Differs from the Census
basis data, shown 1n table 3.11, for reasons of coverage and timing, mlitary
exports are excluded from merchandlse data and are included n line 6.

3 Includes reinvested earnings of incorporated affiliates.

4. Pnmanly associated with military sales contracts and other transactions
arranged with or through foreign official agencies.

5. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.

Notk. Data are from Bureau of Economic Analysis, Survey of Current Business
(Department of Commerce)
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3.11 U.S. FOREIGN TRADE

Millions of dollars; monthly data are scasonaily adjusted.

1983
tem 1980 1981 1982
June Juty Aug. Sept. Oct Nov Dec

I EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments ... ..... .. 220,626 233,677 212,193 17,008 16,629 16,630 17,387 16,951 16,848 17,180
2 GENERAL IMPOR1S including mer-

chandise for immediate consump-

tion plus entries into bonded

warehouses 244,871 261,305 243,952 21,024 21,950 22,782 22,175 24,763 23,179 22,448
3 Trade balance. ... ... —24,245 -27,628 —31,759 —4,016 —5,32t —6,152 —4,788 -7,812 -6,331 ~5,268

Note The data through 1981 1n this table are reported by the Bureau ot Census
data of a free-alongside-ship (F.a.s.) value basis—that 15, value at the port of
export, Beginning in 1981, foreign trade of the U.S. Virgn Islands is included in
the Census basis trade data; this adjustment has been made for all data shown in
the table. Beginning with 1982 data, the value of imports are on a customs
valuation basis.

The Census basis data differ fiom merchandise trade data shown 1n table 3,10,
U S International Transactions Summary, for reasons of coverage and timing On
the export side, the largest adjustments are (1) the addition of exports to Canada

3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period

not covered in Census statistics, and (2) the exclusion of military sales (which are
combined with othey military transactions and reported separately in the **service
account”’ 1n table 3 10, line 6) On the import side, additions are made for gold,
ship purchases, imports of electricity from Canada, and other transactions,
military payments are excluded and shown separately as indicated above

Sourcr FT900 “*Summary of U.S, Iixport and Import Merchandise Trade"
(Department of Commerce, Bureau of the Census),

1983 1984
Type 1980 1981 1982
July Aug Sept Oct. Nov. Dec. Jan.
1 Total. . ....... . 26,756 30,075 33,958 33,3713 32,624 33,066 33,2713 33,655 33,747 33,887
2 Gold stock, including Exchange Stabili-
zation Fund e 11,160 11,151 11,148 11,131 11,128 11,128 11,126 11,123 11,121 11,120
3 Special drawing nights2* . ..., . 2,610 4,095 5,250 5,496 5,543 5,628 5,641 5,735 5,025 5,050
4 Reserve positionn International Mone-
tary Fund?.. ... o 2,852 5,055 7,348 9,475 9,296 9,399 9,554 9,883 11,312 11,422
5 Foreign currencies®S, ., 10,134 9,774 10,212 7.271 6,657 6,911 6,952 6,914 6,289 5,050

1 Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts 1s not included 1n the gold stock of the United States, sce table
3 13 Gold stock 15 valued at $42 22 per fine troy ounce

2. Beginning July 1974, the IMF adopted a techmque for valuing the SDR based
on a werghted average of exchange rates for the cutiencies of member countries,
From July 1974 through December 1980, 16 currencies were used, from January
1981, S currencies have been used The U S. SDR holdings and reset ve position in
the IMF also are valued on this basis beginning July 1974

3 Includes allocations by the International Monetary Fund of SDRs as follows,
$867 milhon on Jan 1, 1970, $717 million on Jan 1, 1971, $710 million on Jan 1,
1972, $1,139 million on Jan 1, 1979, $1,152 million on Jan 1, 1980, and $1,093
million on Jan [, 1981; plus transactions in SDRs

4. Valued at current market exchange rates

S. Includes U S government secunties held under repurchase agreement
against receipt of foreign currencies in 1979 and 1980

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dotlars, end of pertod

1983 1984
Assets 1980 1981 1982
July Aug Sept Oct Nov Dec. Jan.
1 Deposits .. .. . ... ... . . 411 S0 328 369 248 297 339 360 190 251
Assets held i custody
2 U S Treasury securibies! . . 102,417 104,6801 112,544 | 118,105 113,476 113,498 116,327 116,398 117,670 117,076
3 Earmarked gold? . 14,965 14,804 14,716 14,727 14,693 14,621 14,550 14,475 14,414 14,347

| Marketable U.S, Treasury bills, notes, and bonds, and nonmarketable U.S.
Treasury securities payable in dollars and 1n foreign curtencies
2. Earmarked gold 1s valued at $42.22 per fine tioy ounce.

Noir Excludes deposits and U.S. ‘Treasumy secunities held for international
and regional orgamizations harmarked gold is gold held for foreign and inteina-
uonal accounts and 1s not mcluded m the gold stock of the United States
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data

Millions of dollars, end of period

1983
Asset account 1980 1981 1982
May June July Aug Sept Oct. Nov.?
All foreign countries
1 Teotal, all currencies .. ...... .. . 401,135 462,847 469,432 452,379 465,866" 455,850 452,596 460,261 458,894 463,468
2 Clasms on United States 28,460 63,743 91,768 92,034" 97,9047 96,963 99,4847 101,356 102,497 109,512
3 Parentbank ..., ... .. ... 20,202 43,267 61,629 62,722 65,9207 61,731 67,137 65,561 66,942 72,609
4  Other . e 8,258 20,476 30,139 29,312 31,984 29,232 32,347 35,795 35,555 36,903
5 Claims on foreigners ..., ..... 354,960 378,954 358,258 342,298 349,819 340,994 335,0367 340,413 337,849 335,710
6 Other branches of parenl bank . 77,019 87,821 91,143 86,436 88,352 84,869 84,562 89,279 87,533 89,469
7 Banks L0 L 146,448 150,763 133,640 124,055 130,285 123,539 119,298 120,202 117,641 114,494
8  Public borrowers 28,033 28,197 24,090 25,547 25,370 25,876 25,1477 24,982 24,979 24,324
9  Nonbank foreigners. .. ... . 103,460 112,173 109,385 106,260 105,812 106,710 106,029 105,950 107,696 107,423
10 Other assets . ... ... 17,715 20,150 19,406 18,047 18,143 17,893 18,076 18,492 18,548 18,246
11 Total payable in U.S, dollars . .... ..... 291,798 350,735 361,712 343,977 357,499 350,507 348,3307 354,595 351,510 358,205
12 Claims on Umted States . 27,191 62,142 90,048 89,6787 95,6277 94,5497 96,9957 98,510 99,938 107,015
13 Parent bank 19,896 42,721 60,973 61,9237 64,5917 66,3037 65,7117 63,716 65,413 71,086
14 Other ... 7,298 19,421 29,075 27,755 31,036 28,246 31,284 34,794 34,525 35,929
15 Claims on foreignens . 255,391 276,937 259,646 243,896 251,259 245,188 241,0637 245,541 241,248 240,768
16 Other branches of parent bank 58,541 69,398 73,512 67,787 69,496 67,160 66,599 71,248 69,314 71,452
17 Banks . .. 117,342 122,110 106,338 96,071 102,862 97,197 93.816" 95,138 92,059 90,142
18 Public borrowers . 23,491 22,877 18,374 19,001 18,681 19,108 18,804" 18,455 18,531 17,752
19  Nonbank foreigners.. ... 56,017 62,552 61,422 61,037 60,220 61,723 61,844 60,700 61,344 61,422
20 Other assets 9,216 11,656 12,018 10,403 10,613 10,770 10,2727 10,544 10,324 10,422
Umited Kingdom
21 Total, all currencies . . ... . 144,717 157,229 161,067 151,821 155,631 153,209 154,865 156,048 156,803 155,964
22 Claims on United States .. ........... 7,509 11,823 27,354 24,847 26,279 26,012 29,722 28,947 30,853 32,352
23 Parent bank . 5,275 7,885 23,017 20,456 21,384 20,849 22,169 20,816 22,794 23,959
24 Other . P 2,234 3,938 4,337 4,391 4,895 5.163 7,553 8,131 8,059 8,393
25 Claims on foreigneis. .. ... 131,142 138,888 127,734 121,187 123,835 121,757 119,672 121,518 120,660 118,468
26  Other branches of p‘\rcnt bank 34,760 41,367 37,000 33,361 35,787 35,632 35,555 36,382 36,556 35,642
27 Banks. ... 58,741 56,315 50,767 47,623 48,328 46,643 44,303 45,451 43,888 42,683
28  Pubhic borrowers . 6,688 7,490 6,240 6,599 6,570 6,440 6,342 6,274 6,280 6,397
29 Nonbank formgner\ 30,953 33,716 33,727 33,604 33,150 33,042 33,472 33,411 33,936 33,746
30 Other assets ... 6,066 6,518 5.979 5,787 5,517 5,440 5,471 5,583 5,290 5,144
31 Total payable in U.S. dollars 99,699 115,188 123,740 112,585 118,023 116,526 119,377 121,238 121,817 121,744
32 Claims on United States  ......... 7,116 11,246 26,761 24,044 25,536 25,180 28,905 27,837 30,095 31,671
33 Parent bank .. .. 5,229 7.721 22,756 20,092 21,017 20,434 21,720 20,036 22,371 23,624
34 Other .. ...... 1,887 3,528 4,005 3,952 4,519 4,746 7,185 7.801 7,724 8,047
35 Claims on foreigners. ....... 89,723 99,850 92,228 84,779 88,587 87.450 86,868 89,530 88,253 86,614
36  Other branches of parent bdnk. s 28,268 35,439 31,648 27,579 30,025 30,122 30,053 31,409 31,414 30,371
37  Banks.. G e 42,073 40,703 36,717 32,801 34,417 33,159 31,718 33,237 31,796 31,158
38  Public burrowers ........ 4911 5,595 4,329 4,497 4,547 4,420 4,410 4,329 4,346 4,377
39  Nonbank foreigners 14,471 18,113 19,534 19,902 19,598 19,749 20,687 20,555 20,697 20,708
40 Other assets ..., . 2,860 4,092 4,751 3,762 3,900 3,896 3,604 3,87 3,465 3,459
Bahamas and Caymans

41 Total, all currencies. 123,837 149,108 145,156 141,147 146,886" 142,432 139,699 143,148 141,311 147,258
42 Claims on United States . 17,751 46,546 59,403 62,672 66,5657 66,0327 63,9237 66,547 66,253 71,363
43 Parent bank G 12,631 31,643 34,653 39,1577 40,591" 42,9467 40,308 40,152 40,105 44,414
44  Other 5,120 14,903 24,750 23,515 25,974 23,086 23,615 26,395 26,148 26,949
45 Claims on foreigners ..... 101,926 98,057 81,450 74,817 76,719 72,683 72,021 72,826 71,268 71,995
46  Other bianches of parent bank 13,342 12,951 18,720 18,537 16,658 15,565 15,344 16,764 15,807 17,994
47  Banks ..., 54,861 55,151 42,699 37,589 41,707 37,384 37,360 36,634 35,974 35,352
48  Public borrowers ... .. 12,577 10,010 6,413 6,170 5,935 6,538 K 6,461 6,527 5.8
49  Nonbank foreigners . ...... 21,146 19,945 13,618 12,521 12,419 13,196 12,913 12,967 12,960 12,759
50 Other assets 4,160 4,505 4,303 3,658 3,602 3,717 3,755 3,775 3,79 3,900
51 Total payable in U.S. dollars . 117,654 143,743 139,605 135,318 140,796" 136,301" 133,23¥ 136,851 134,690 140,842




Overseas Branches ASS

3.14 Continued

1983
Liabthity account 1980 1981 1982
May June July Aug Sept Oct Nov.»
All toreign countries
52 Total, all currencies. 401,135 462,847 469,432 452,379 465,866'] 455,850 | d52,5967 1 460,261" 458,894 463,468
53 To United States 91,079 137,767 178,918 183,977 191,579 187,713 183,864" 182,675" 185,599 184,237
54  Parent bank . 19,286 56,344 75,561 80,970/ 84,576 81,752r 77,556 78,0387 85,057 79,591
55 Other banks m United States 14,473 19,197 33,368 31,815 33,672 31,490 29,880 30,9827 27,075 26,237
56  Nonbanks . 37,275 62,226 69,989 71,192 73,331 74,471 76,428 73,655 73,467 78,409
§7 To foregners 295,411 305,630 270,678 [ 250,813 256,102 249,823 250,563 259,438 254,634 260,301
58  Other branches ot pdn.m bank 75,773 86,396 90,148 84,903 86,546 83,911 82,871 88,0297 85,566 88,311
59 Banks. . L 132,116 124,906 96,739 84,637 87,153 84,649 85,433 86,565 84,533 88,258
60 Official institutions 32,473 5, 19,614 17,199 18,621 18,287 17,830 20,513 19,403 18,177
61  Nonbank foreigners .. . 55,049 68,331 64,177 64,074 63,782 62,97 64,429 64,331 65,132 65,555
62 Other habihities 14,690 19,450 19,836 17,589 18,185 18,314 18,169 18,1487 18,661 18,930
63 Total payable in U.S. dollars 303,281 364,447 379,003 [ 363,480 376,149  368,6507 ] 365,583 373,06 369,935 374,426
64 To United States 8K, 157 134,700 175,431 180,201 188,081 184,215 180,1737 178,900 181,692 180,261
65  Parent bank . 37,528 54,492 73,235 78,704 82,379 79,496 75,2447 75,7537 82,660 77,126
66  Other banks 1 Umited States 14,203 18,883 33,003 31,222 33,242 31,116 29,334 30,415 26,548 25,763
67  Nonbanks . . 36,426 61,328 69,193 70,275 72,460 73,603 75,595 72,732 72,484 77,372
68 To foreigners 206,883 217,602 192,348 174,176 178,877 174,836 175,616 184,3437 178,895 184,223
69 Other branches of p(ucnl bank 58,172 69,299 72,878 66,664 68,356 67,228 65,679 70,623 68,064 70,976
70 Banks . 87,497 79,594 57,355 47,424 49,916 48,062 49,522r 50,877 48,264 52,107
71 Official mstitutions 24,697 20,288 15,055 12,641 13,912 13,517 13,0297 15,400 14,630 13,453
72 Nonbank foregners 36,517 48,421 47,060 47,447 46,693 46,029 47,3867 47,443 47,937 47,687
73 Othet habilities | 8,241 12,145 11,224 9,103 9,191 9,599 9,794 9,817 9,348 9,942
United Kingdom
74 Total, all currencies 144,717 157,229 161,067 151,821 155,631 153,209 154,865 156,048 156,803 155,964
75 To United States 21,785 38,022 53,954 53,603 56,952 56,959 58,347 56,924 60,903 57,095
76 Paient bank . 4,225 s 13,091 13,907 14,461 15,001 16,145 16,852 21,385 17,312
77 Other banks m United States 5,716 7,502 12,208 12,773 13,503 12,993 12,462 12,174 10,751 10,176
78  Nonbanks . 11,844 25,076 28,658 26,923 28,988 28,955 29,740 27,898 28,767 29,607
79 To foreigners 117,438 112,255 99,567 91,071 91,545 89,198 89,458 92,122 88,727 91,714
80  Other branches ot pd[el\[ bank 15,384 16,545 18,361 20,235 18,376 17,544 17,595 19,365 18,288 18,841
8!  Banks,. 56,262 51,136 44,020 37,594 38,238 37,192 37.571 37,122 35,847 39,088
82  Official mstitunions 21,412 16,517 11,504 9,413 10,848 10,146 9,588 11,448 10,611 9,871
83 Nonbank foieigners 24,380 27,857 25,682 23,829 24,083 24,316 24,704 24,187 23,981 23,914
84 Other habilities 5,494 6,952 7,546 7,147 7,134 7,052 7,060 7,002 7473 7,155
85 Total payable in U.S. dollars 103,440 120,277 130,261 120,324 124,760 123,265 125,656 127,868 128,600 127,24
86 To Umted States 21,080 17,332 53,029 52,473 56,092 56,081 $7.359 55,931 59,824 55,907
87  Parent bank 4,078 5,350 12,814 13,696 14,308 14,812 15,829 16,673 21,145 17,094
88  Other banks 1n United States 5,626 7,249 12,026 12,439 13,313 12,833 12,223 11,886 10,523 9,880
89  Nonbanks 11,376 24,733 28,189 26,338 28,471 28,436 29,307 27,372 28,156 28,933
90 To foreigners . 79,616 79,034 73,477 64,621 65,428 63,818 64,801 68,252 65,347 68,011
91 Other branches off p.lrcnl bank. . 10,474 12,048 14,300 15,636 14,117 13,386 13,421 15,166 14,542 15,044
92 Banks ...... . 35,388 32,298 28,810 22,960 23,895 23,453 24,447 24,478 23,136 26,343
93 Official msutuuons . 17,024 13,612 9,668 7,306 8,786 8,065 7,630 9,381 8,742 8,029
94 Nonbank foreigners 16,750 21,076 20,699 18,719 18,630 18,914 19,303 19,227 18,927 18,595
95 Other labilities 2,724 3,911 3,755 3,230 3,240 3,366 3,496 3,685 3,429 3,316
Bahamas and Caymans

96 Totat, all currencies. . . 123,837 149,108 145,156 141,147 146,88¢6" 142,432 139,699 143,148 141,311 147,258
97 To United States 59,666 85,759 104,425 108,973 111,725 108,623 104,4707 104,666" 104,198 106,668
98  Parent bank . 28,181 19,451 47,081 51,2717 53,720 50,777 46,491 45,49¥ 48,264 46,693
99 Other banks m United States 7,379 10,474 18,466 16,143 16,921 15,495 14,560 16,191 14,303 14,090
100 Nonbanks 24,106 35,834 38,878 41,559 41,084 42,351 43,419 42,982 41,631 45,885
101 To foreigners . 61,218 60,012 18,274 29,998 33,088 31,560 32,875 36,163 34,734 38,130
102 Other branches of pt\rcnl bank .. 17,040 20,641 15,796 10,073 11,822 12,262 12,778 14,683 14,196 17,040
103 Banks.. . 29,895 23,202 10,166 7,618 9,024 8,012 8,737 9,521 9,059 9,653
104 Oflicial mﬂmuuuns 4,361 3,498 1,967 1.734 1,796 2,101 2,170y 2,237 1,976 1,624
105 Nonbank foreigners . 9,922 12,671 10,345 10,573 10,446 9,185 9,190 9,722 9,503 9.813
106 Other habihties 2,953 1,337 2,457 2,176 2,073 2,249 2,354 2,319 2,379 2,460
107 Total payable in U.S. dollars 119,657 145,284 141,908 138,051 143,596" 139,246" 136,227 139,854 137,513 143,604
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1983
ftem 1981 1982r
Juner July” Aug.” Sept * Oct.r Nov. Dec.?
| Totall .. ... . 169,735 | 172,718 | 174,338 | 175,576 | 172,799 | 171,550 | 173,272 | 173,921 | 178,533
By type
2 Liabihities reported by banks in the United States? 26,737 24,989 23,339 21,372 22,239 21,914 22,057 22,816 25,642
3 U.S Treasury bills and ceruficates®............ 52,389 46,658 49,118 53,484 50,965 50,374 51,618 52,558 54,341
U S Treasury bonds and notes
4  Marketable . . .. ... Lo L 53,186 67,733 71,093 70,180 69,295 69,300 69,769 69,001 68,997
5 Nonmarketablet .. L e .. 11,791 8,750 7,950 7,950 7,950 7,950 7,950 7,250 7,250
6 U.S. securities other than U § Tieasury securities’ .. 25,632 24,588 22,838 22,5%0 22,350 22,012 21,878 22,296 22,303
By area
7 Western Europe! .. .. 65,699 61,298 63,699 66,365 64,427 63,845 64,835 65,594 67,569
8 Canada e e e 2,403 2,070 2,826 2,879 2,155 2,712 2,816 2,670 2,443
9 Latin Amernica and Caribbean 6,953 6,057 6,513 5,421 5,676 5,501 5,629 6,468 6,485
10 Asia . 91,607 96,034 94,729 94,384 93,183 92,876 92,415 91,567 92,961
1 Africa .« . e 1,829 1,350 1,075 1,138 1,173 1,1 1,023 79 987
12 Other countriesd . .. 1,244 $,909 5,496 5,389 5,585 5,420 6,554 6,824 8,088

I Includes the Bank for International Settlements

2 Principally demand depasits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposit, and borrowings under repur-

chase agreements.
3 Includes nonmaiketable certificates of indebtedness (including those

ay-

able n foreign currencies through 1974) and Treasury bills 1ssued to official

mstitutions of foreign countries

4 Excludes notes 1ssued to foreign official nonreserve agencies. Includes

bonds and notes payable in foreign currencies.

5 Debt secunties of U S government corporations and federally sponsored
agencies, and U.S. corporate stocks and bonds
6. Includes countries in Oceania and Eastern Europe

Note Based on Tre.ﬂurﬁ Department data and on data reported to the
s

Treasury Department by ban

(including Federal Reserve Banks) and securities

dealers in the United States,

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies
Millions of dollars, end of period

1982 1983
ltem 1979 1980 1981

Dec. Mar. Juner Sept
{ Banks' own habilities 1,918 3,748 3,523 4,844 5,075 5,867 5,943
2 Banks' own claims 2,419 4,206 4,980 7.707 8,097 7,851 7,919
3 Deposits ... . 994 2,507 3,398 4,251 3,725 3,911 3,063
4 Other clams e e 1,425 1,699 1,582 3,456 4,372 3,940 4,856
S Claims of banks’ domestic customers!. 580 962 9 676 637 684 717

1. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the accounts
of their domestic customers.

Note. Data on claims exclude foreign currencies held by U S. monetary

authorities.



3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States

Payable in U.S. dollars
Millions of dollais, end of period

Bank-Reported Data  AS57

1983
Holder and type of hability 1980 19814 1982
Juner July” Aug’ Sept Oct 7 Nov Dec #
1 All foreigners . ... 205,297 | 243,889 | 307,056’ | 321,592 | 327,300 | 334,931 337,910 | 337,766 | 351,488 | 371,406
2 Banks' own labilitres . . 124,791 163,817 ) 227,089 | 237,478 | 239,444 | 248,250 | 251,421 248 888 | 262,332 [ 280,996
3 Demand deposits. . 23,462 19,631 15,8897 17,177 15,595 15,672 16,375 17,094 17,198 17,494
4  Time deposita‘ 15,076 29,039 68,0357 75,437 74,721 77,888 81,091 80,468 84,335 90,10
5 Other?..... 17,583 17,647 23,946 24,110 21,932 23,905 24,956 22,565 23,117 26,108
6 Own foreign uﬁ"lces‘ 68,670 97,500 | 119,2197 120,755 127,195 130,783 129,000 128,760 137,682 147,384
7 Banks' custody liabihties? . 80,506 80,072 79,967 84,114 87 856 86,682 86,488 88,878 89,156 90,410
8 U.S Treasury bills and certificates’ ... 57,595 SS,315 | 55,628 61,338 65,237 63,939 64,062 65,735 66,746 68,669
9 Other negonable and runhly transferable
instruments® o BS 20,079 18,788 20,636 18,613 17,986 17,977 17,292 17,182 17,721 17,490
10 Other ...... 2,832 5,970 3,702 4,163 4,634 4,765 5,135 5,961 4,690 254
11 Nonmonetary lnternntmnal and regmnal
organizations? .. 2,344 2,721 4,922 5,456 5,678 5,558 5,308 4,619 6,321 6,147
12 Banks' own liabilities 444 638 1,909 3,048 4,030 3.433 3,024 3,294 4,897 4,822
13 Demand deposits 146 262 106 165 307 325 252 452 437 297
14 Time deposits! 85 S8 1,664 2,483 3,010 2,507 2,168 2,487 4,079 4,078
15 Other?.... . .. 212 318 139 400 713 601 605 355 381 449
16 Banks' custody labilities® . 1,900 2,083 3,013 2,408 1,648 2,121 2,284 1.325 1,424 1,325
17 U.S. Treasury bills and ccmﬁcdlcs . 254 541 1,621 1,538 678 1,294 1,442 441 484 463
18  Other negotiable and readily nansfcrdhle
nstrumentst ., o 1,646 1,542 1,392 870 970 828 842 884 939 862
19 Other 0 G g ¢ 0 0 0 0 0 4]
20 Official institutions? 86,624 79,126 71,647 72,458 74,856 73,205 72,289 73,675 75,3714 79,983
21 Banks' own labilibes. . . 17,826 17,109 16,640 16,441 15,204 16,014 16,147 16,532 16,673 19,535
22 Demand dcpusns . 3,771 2,564 1,899 2,060 1,774 1,685 1,930 1,818 2,023 1,837
23 Time deposns . 3,612 4,230 5,528 6,061 6,196 5,990 6,185 6,657 6,709 7,519
24 Other? B 10,443 10,315 9,212 8,320 7,234 8,340 8,033 8,057 7,940 10,179
25 Banks’ custody habiliies* . 68,798 62,018 55,008 56,017 59,652 57,191 56,142 57,144 58,701 60,448
26 U S. Treasury bills and (_ertllu.(m-:sS 56,243 52,389 46,658 49,118 53,484 50,965 50,374 51,618 52,558 54,341
27  Other negotiable and reddl]y tiansterable
mstruments®, . ..., . . 12,501 9,581 8,321 6,881 6,139 6,186 5,735 5.489 6,115 6,082
28  Other .. 54 47 28 17 29 39 2 6 28 25
29 Banks® ...... 96,415 136,008 | 185,881" 192,487 195,302 | 203,153 205,879 203,637 214,164 228,500
30 Banks' own liabthties .. 901,456 124,312 | 169,449 173,026 175,174 182,700 184,811 181,696 192,725 | 206,973
31 Unaffihated foreign banks 21,786 26,812 50,230 52,270 47,978 51,914 55,811 52,936 55,043 59,590
32 Demand deposits. 14,188 11,614 8,675 9,134 8,074 8,302 8,618 9,102 8,770 8,740
33 Time dcposus‘ 1,703 8,720 28,3867 28,279 26,558 29,300 31,468 30,329 32,265 36,232
34 Other? . .., . 5,895 6,477 13,1697 14 857 13,346 14,312 15,725 13,505 14,008 14,617
35  Own forelgn oﬂlces‘ 68,670 97,500 | 119,219 120,758 127,195 130,785 129,000 128,760 137,682 147,384
36 Banks’ custody habilities? . 5.959 11,696 16,432 19,461 20,128 20,454 21,069 21,941 21,438 21,527
37  U.S. Theasury bills and cemﬁcates e 623 1,685 5.809 8,402 8,608 9,028 9,440 10,036 9,967 10,178
38  Other negotiable and readily transferable
mstruments® . .. 2,748 4,400 7,857 7.771 7.821 7.581 7,553 7,542 7,251 7,473
39 Other. ...... .... 2,588 5.611 2,766 3,289 3,699 3,845 4,075 4,363 4,221 3,876
40 Other foreigners 19,914 26,035 44,606 51,191 51,464 53,018 54,433 55,834 55,630 56,776
41 Banks' own habilities 16,065 21,759 39,092 44,961 45,037 46,103 47,439 47,366 48,037 49,667
42 Demand depostts. 5,356 5,191 5,209 5.817 5,439 5,360 5,575 5,723 5,968 6,619
43 Time deposns . 9,676 16,030 32,457 38,614 38,958 40,091 41,270 40,995 41,282 42,184
44 Other? 1,033 537 1,426 533 640 652 594 648 787 863
45 Banks' custody habilities?® . .. 3,849 4,276 5,514 6,228 6,428 6,916 6,995 8,468 7,593 7,109
46  U.S Treasury bills and certificates . 474 699 1,540 2,279 2,466 2,652 2,805 3,640 3,737 3,686
47  Other negotiable and reddlly transferable
instruments® .., 3,185 3,265 3,065 3,091 3,055 3,383 3,162 3,267 3,415 3,073
48  Other. 190 312 908 857 906 881 1,028 1,562 441 350
49 MEMo. Negotiable ime certificates of
deposit in custody for foreigners . . 10,745 10,747 14,307 11,470 10,941 10,720 10,336 9,995 10,385 10,369

which are mcluded m

1. Excludes negotiable hme certificates of deposit,
*Other negotiable and readily transferable instruments ™’
2. Includes borrowing under repurchase agreements

3 US banks includes amounts due to own foreign branches and foreign
subsidiaries consohdated 1n **Consolidated Report of Condition’" filed with bank
regulatory agencies Agencies, branches, and majority-owned subsaidiaries of
foreign banks principally amounts due to head office or parent foreign bank, and
foreign branches, agencies or wholly owned subsidianes of head office or parent
foreign bank

4 Fmancial claims on residents of the United States, other than long-term
securities, held by or through reporting banks

S. lncludes nonmarketable certificates of ndebtedness and Treasury hills
issued to official institutions of foreign countries

6 Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit

7 Principally the International Bank for Reconstiuction and Development, and
the Inter-American and Asian Development Banks

8 Foreign central bunks and foreign central governments, and the Bank for
International Settlements

9, Excludes central banks, which are included in " Official institutions ™’

A Liabihties and claims of banks in the United States were increased,
beginning in December 1981, by the shift from foreign branches to international
banking facihties in the United States of habilities to, and claims on, foreign
residents



AS8 International Statistics [J February 1984

3.17 Continued

1983
Atea and country 1980 19814 1982
June July Aug. Sept Oct Nov Dec »
I Total 205,297 | 243,889 | 307,056" | 321,592 | 327,300 334,931 | 337,910} 337,766’ | 351,488 371,406
2 Foreign countries 202,953 | 241,168 | 302,134" | 316,136 | 321,622 | 329,377/ | 332,601 | 333,147"| 345,168 | 365,259
3 Europe 90,897 91,275 | 117,756/ 18,6817 118,8817| 123,607 | 125850 126,694" 130,099 | 137,060
Austria ... e 523 596 519 640 610 556 659 570 641 585
5 Belgum-Li uxembotug ,,,,, 4,019 4, lI7 2,517 2,852 2,960" 3116 2,795 2,853 2,465 2,709
6 Denmark. 497 509 616 612 573 593 544 538 478
7  Finland 455 296 748 447 292 459 373 n 375 526
8  France . 12,125 8,486 8,174 6,774 8,850" 8,488 8,827 8,638 8,083 9,436
9  Germany. . 9,973 7,645 5,351 3,433 3,710 1,537 3438 4,307 4,337 3,587
10 Greece 670 463 537 567 S88 636 604 595 544 519
11 ltaly 7,572 7,267 5,626 6,634 7,790 7.277 6,931 7,703 7,819 8,492
12 thhel fands 2,444 2,823 3,362 3247 3,415 3,633 3,892 3,75 3,701 4,290
13 Norway 1,344 1,457 1,567 1,719 900 1.044 1,457 1.072 1,531 1,599
14 Portugal . 374 354 388 350 338 315 302 297 306 384
1S Spain .... 1,500 916 1,405 1,615 1,694 1,585 1,678 1,592 1,534 1,601
16 Sweden . 1,737 1,545 1,390 1,491 1,407 1,204 1,337 1,489 1,652 1,799
17 Swizerland 16,689 18,716 29,066 29,950 29,972 29,877 29,938 30,725 30,482 31,782
18  Turkey .. 242 518 296 198 224 315 333 217 319 466
19 United Kingdom 22,680 28, 286 48,172 50,46 1" 48,0807 $3,768" 55,602 54,746 S8, ()]6 60,288
20 Yugoslavia ... .. 681 499 504 427 462 506 464 s52 427
21 Other Western Furopc' 6,939 6. 54] 7,006 6,656 6,514 6,347 6,038 6,1027 6, 660 7,433
22 USSR ... AN 68 49 50 71 45 31 23 37 27 65
23 Other Eastern Burope?. 370 493 57 451 453 384 525 576 SIR 594
24 Canada 10,031 10,250 12,232 16,3697 16,8387 17,9187 16,470 16,325 16,349 16,016
25 Latin America and Canbbean. 53,170 85,2231 (14,1637 120,8427| 124,449 | 126,63171 127,077 | 127.2377| 135,038 | 142,906
26 Argentina 2,132 2,445 3,578 4.751" 5,017 4,249 4,148 4,018 4,377 4,016
27 Bahamas 16,381 34,856 | 44,7447 | 49,558 54,506 51,992¢ 49,859 S1, 1807 53,551 56,076
28 Bermuda 670 765 1,572 2,040 2.36¥ 2,849 2,833 2,632 2,582 2,357
29  Brazil . C 1,216 1,568 2,014 2,675 2,704 3,046 3,406 3,818 4,179 1,395
30  Bntish West lndlcx . 12,766 17,794 26,3817 24,7957 24,337 26,967 28,442 27,410 31,666 36,510
31 Chie . 460 664 1,626 1,355 1,385 1,472 1,613 1,697 1,783 1,896
32 Colombia 3,077 2,993 2,594 1719 1,618 1,674 1,611 1,617 1,645 1,697
33 Cuba . 6 9 9 i3 11 12 10 10 10 8
34 Ecuador .. A RN 171 434 455 581 532 a0l 670 825 1,003 1,047
35 Gumemala. G 367 479 670 705 697 718 758 750 766 788
36 Jamaica . 97 87 126 130 108 106 109 105 234 139
37 Mexico 4,547 7,235 8.377 9,034/ 9,142 9,445 9,697 9.,4497 9,459 10,162
38 Netherlands Antilles 413 3,182 1.597 3,514 3,434 3,486 3,581 3.858 3,941 3,861
39 Panama o 4,718 4.857 4.805 5,7027 5,608 5,934 6,079 5,902 5,914 6,098
40  Peru el 403 694 1.147 1,148 1,055 1,129 1,203 1,049 1,120 1,163
41 Uruguay 254 367 759 9577 967 1,033 1,116 1,202 1,159 1,221
42 Venezuela. .. 3,170 4,245 8,417 8,631 7,715 8,587 8,382 8,202 8,023 8,589
43 Other Latin Amenica and Canbbean ... . 2,123 2,548 3.291 3,533 3,287 3,33 3,561 3,513 3,626 3,883
44 Asia ... 0 L0 Lo 42,420 49,8221 48,716 51,994 S3,068 | 52,6497 54,583 | 53,370 54,120 58,403
China

45 Mainland. . . . . 49 158 20 208 192 176 190 216 184 249
46 Tawan. .. . PR 1,662 2,082 2,761 3,744 3,913 4,086 3,852 1,992 4,063 3,993
47 Hong Komg. ..... . ... 2,548 3,950 4,465 5,609 5,580 5,6147 6,582 6,507 6,970 6,613
48 India . o 416 389 433 669 606 528 712 830 725 464
49  Indonesta 730 640 857 554 1,245 839 622 871 661 997
50 Israel.... . .. 0 L 883 592 606 839r 6767 823r 848 812 ROB 1,886
51 lapan .. o 16,281 20,750 16,078 17,006 17,655 16,922 17,418 17,10% 17,137 17,936
52 Korea ... RN . RN 1,528 2,013 1,692 1,326 1,552 1,553 1,478 1,353 1,591 1,670
53 Phiippines . 919 874 770 818 770 933 1,181 747 1,012 1,239
54  Thaland .... ..., ... 464 534 629 702" 537 531 581 522 569 715
55 Middle-East oil- exporlmg gounmes‘ . 14,453 12,992 13,433 11,8337 11,875 11,764 12,661 12,410 12,492 12,965
56  Other Asia . . .o 2,487 4,853 6,789 8,685 8,467 8,877 8,458 8,007 7,907 9,676
57 Africa .. e e e 5,187 3,180 3,124 2,693 2,916 2,853 3,132 2,845 2,694 2,826
58  Egypt.. 485 360 432 467 554 465 488 576 589 642
59 Moriocco .. 33 32 81 54 57 48 84 73 96 84
60  South Africa. 288 420 292 355 403 452 520 394 389 449
61 Zaire . o . 57 26 23 59 55 29 34 43 32 87
62 Oil-exporting countrles“ 3,540 1,395 ,280 743 928 934 963 736 6719 620
63 Other Africa..... 783 946 1.016 1014 919 926 1,042 1,023 909 944
64 Other countries ... . 1,247 1,419 6,143 5,557 5,469 5,719 5,490 6,675 6,868 8,047
65 Austraha 950 1,223 5,904 5,404 5,250 5,512 5,284 6,461 6,666 7,850
66 All other 297 196 239 154 219 208 206 214 202 197

67 Nonmonetary international and reglonul
organizations 2,344 2,721 4,922 5,456 5,678 5,555 5,308 4,619 6,321 6,147
68  International ..... 1,157 1,661 4,049 4,750 4,987 4,861 4,674 3,944 5,556 5,463
69  Latin Amerncan Ieglundl 890 710 517 443 454 441 445 437 415 419
70 Other regional® . 296 350 357 263" 237 252 189 238 350 265

1. Includes the Bank for International Settlements Beginning Apnil 1978, abso
includes Eastern kuropean countries not hsted in line 23,

2. Beginming April 1978 compnises Bulgaria, Czechoslovakia,

Democratic Republic, Hungary, Poland, and Romania
3 Comprises Bahrain, lran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and

Umted Arab Enurates (Trucial States)

4, Comprises Algena, Gabon, Libya, and Nigenia.

the German

S Asian, African, Middle Eastern, and Luwiopean regional otganizations,
except the Bank for International Settlements, which 1s included in *‘Other
Western Furope ™

A Liabilities and claims of banks in the Umited States were creased, beginning
i December 1981, by the shift fiom foreign branches to international banking
facihties 1n the United States of frabilities 10, and claims on, foreign residents,



3.18 BANKS® OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, end of peisod

Bank-Reported Data  AS9

1983
Area and country 1980 1981 A 1982
June! July Aug Sept Oct Nov Nec »
1 Total .. ... ..., 172,592 251,5897| 355,705 | 373,887 | 367,281' | 372,387 375,536 | 372,790/ 376,937 | 384,394
2 Foreign countries .  ..... 172,514 | 251,53¥ | 355,636’ | 373,444 | 366,945 | 372,068 374,939 | ¥72,7307 | 376,867 | 384,230
3 Europe .. C 32,108 49,262 85,584/ 86,827 84, 882' 87,996 90,522¢ 88,718 89,570 89,525
Austria , ... N - 236 121 229 342 338 351 334 395 197
5 Belgium- Luxembour;, . 1,621 2,849 5,138 5,803 S 47]’ 5,898 5,650 5,503 5,548 5,460
6 Denmark 127 187 554 1,098 1,096/ 1,124 1,131 1,103 1,272 1,213
7  Finland ..... . 460 546 990 870 724 617 697 789 822 989
8 France. 2,958 4,127 7,251 7,942 7,953 8,589 7.869 7,390 7,885 8,564
9 Germany.... 948 940 1,876 1,404 L2 1,168 1,428 1,095 1,256 1,234
10 Greece. . 256 33 452 574 458 178 408 6Y 412 476
1 daly 3.364 5.240 7,560 7,338 7.406¢ 7,412 7,038 7.686 8,432 9,175
12 Netherlands . 575 682 1,425 1,165 967 1,048 1,189 1,071 1,390 1,231
13 Norway ... 227 184 S72 652 598 634 550 575 590 684
14 Portugal, . 331 529 950 849 844 848 861 893 891 932
15  Spam ... 993 2,095 3,744 3,207 3,345 3,373 3,389 3,128 3,634 3,527
16  Sweden.... 783 1,205 3,038 2,859 2,910 2,836 1,081 1,059 3,252 3,232
17 Switzerland. . 1,446 2,213 1,639 1.603 1.727 1,630 1,765 1,579 2,112 1,834
18  Turkey...... 145 424 560 570 629 594 616 660 693 798
19 Umnted Kingdom ...... e 14,917 23,849 45,78V 46,689 45.664! 47,86V 50,780 ( 49,841 47,198 45,774
20 Yugoslavia . . . . 893 1,225 1,430 1,464 1,381 1,351 1,369 1,468 1,582 1,692
21 Other Western Eumpel . . 179 211 368 334 358" 406 529 394 428 462
22 S.SR . 281 377 263 7 288 232 213 206 176 245
23 Other Eastern Furopc~ s 1,410 1,725 1,762 1,692 1.566 1,640¢ 1,606 1,575 1,601 1,604
24 Canada 4,810 9,193 13,678 16,694 16,517 17,501 16,525 15,885 16,390 16,223
25 Latin America and Caribbean. 92,992 138,347 187,969 199,102 195,289 [ 195,281" 194,391 | 195,1097| 200,423 204,687
26 Argemm,l $,689 7,527 10,974 11,243 11,112 11,334 11,444 11,618 11,899 11,823
27  Bahamas , 29,419 43,542 56,649 61,820 58,836/ 54,687 55,009 56,220 58,919 59,885
28 Bermuda .... .. 218 346 603 447 342 390 578 489 559 568
29  Brazil. . 10,496 16,926 23,271 21,359 23,742 24,231 24,282 24,202 24,573 24,442
30 Briush West [ndics . 15,663 21,9817 29,101 32,738 30,432 32,206 308771 30,79 32,139 35,180
31 Chile . 1,951 3,690 5,513 5,161 5,188 5,404’ 5,792 5,740 5,860 6,060
32 Colombia 1,752 2,018 3,211 3,601 3,656 3,592 3,665 3,648 3,734 3,826
33 Cuba ... 3 3 3 0 [{] i} 0 3 ¢ 0
34 Ecuador . 1,190 1,53 2,062 2,08 2,018 2,014 2,020 2,454 2,262 2.3%
35 Guatemalal.. . 137 124 124 90 96 100 112 115 122 133
36 Jamaicad ....... 36 62 181 207 209 204 214 23 210 209
37 Mexico 12,595 22,439 29,552 32,426 32,9627 33,689 13,740 33,821 33,728 34,514
38 Netherlands Antilles 821 1,076 839 522 943 838 897 988" 1,164 1,064
39  Panama. ...... 4,974 6,794 10,210 8,840 91077 10,09% 9,189 8,835 8,336 7,570
40 Peru 890 1,218 2,387 2,627 2,506 2,421 2,470 2,434 2,469 2,537
4] Uruguay 137 157 686 820 833 820 857 883 903 964
42 Venezuela . 5,438 7,069 10,643 11,036 11,121 11,045 11,037 10,881 11,088 11,193
43 Other Latin Amenu\ and Cdllbbmn 1,583 1.844 1,991 2,12 2,11 2,152 2,209 2379 2,457 2,383
44 As(llz;] ..... 39,078 49,851 60,952 62,812 62,0697 62,585 64,751 63,772 61,154 64,485
ina

45 Mainland. . ... . 195 107 214 166 124 179 227 294 249 292
46 Taiwan, . el .o . 2,469 2,461 2,288 1,760 1,715 1,644 1,829 1618 1,572 1,720
47 Hong Kong...... 2,247 4,132 6,787 7,917 8,0967 8,022 8,704 8,287 8,782 7.925
48 India C e 142 123 222 230 245 275 259 324 308 302
49 Indonesia 245 352 348 544 595 635 688 697 711 SOl
50 fsrael.... . ... 1,172 1,567 2,029 2,181 1,657 1,648" 1,726 1,780 1,817 1,780
51 Japan..... 21,361 26,797 28,3791 27,611 27,8761 27,438 28,563 | 28,239 25,773 29,062
52 Korea ... 5,697 7,340 9,387 9,129 9,639 9,696 9,634 9,314 9,624 9,516
53 Phihppines 989 1,819 2,625 2,820 2,63 2,540 2,777 2,369 2,427 2,056
54  Thadand . . ...... 876 565 643 788 689 735 R06 831 867 974
55 Middle East oi)- expomng, wunmes“ 1,432 1,581 3,087 4,461 4,003 4,654 4,142 4,6307 4,236 4,979
56  Other Asia . e 2,252 3,009 4,943 5,207 4,800 5,19 5,395 5.3887 4,791 5,379
57 Afrnca . e Chve e e 2,377 3,503 5,346 5,665 5,940 6,527 6,482 6,889 6,808 6,676
58 Egypt . ..., R o 151 238 322 450 486 529 596 623 670 683
59 Morocco . . pox] 284 353 463 484 444 444 462 461 446
60  South Africa..... - N 370 1,011 2,012 2,231 2,407 2,630 2,719 2,582 2,892 2,650
61  Zaire . .. . - e 94 112 57 46 45 40 kL IR 37 33
62 Oil- exporung Lountrles .. . . 805 657 801 830 850 1,052 964 1,481 1,039 1,10
63 Other. e e 734 1,201 1,802 1,645 1,668 1,832 1,722 1,703 1,709 1,764
64 Other countries ... ..  ..... 1,150 1,376 2,107 2,348 2,248 2,178 2,267 2,387 2,522 2,633
65  Australia .. 859 1,203 1713 1,724 1,635 1,637" 1,675 1,692 1,899 2,078
66  All other .... 290 172 194 620 613 542 593 664 624 555

67 Nonmonetary mnternational and regional
orgamizations® .. . . . 78 56 68 443 316 Iy 598 60 70 164

I. Includes the Bank foi International Settfements, Beginning Apnil 1978, also
ncludes Eastern European countiies not hsted in line 23

2. Begmmng April 1978 comprises Bulgana, Czechoslovakia,
Democratic Republlc Hungaty, Poland, and Romania.

3. Included 1n “‘Other Latin America and Caiibbean’ through March 1978

4 Comprises Bahrain, iran, Iraq, Kuwat, Oman, Qata1, Saudi Arabia, and
United Arab Emirates (Tiucial States).

the German

Noir

customers on tolelgncl S

S Compises Algena, Gabon, 1 1bya, and Nigena

. Lxcludes the Bank tor International Settiements,
*Other Western Eutope, ™

Data for peniod betore Aptsl 1978 include claims ot banks' domestic

which s mcluded in

A Liabiltties and claims of banks m the United States were increased,
beginning in December 1981, by the shett from toreign branches to international
banking facilities m the United States of habihties to, and claims on, foreign
residents
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars, end of period

1983
Type of claim 1980 1981 A7 19827
June’ July” Aug.” Sept. Oct.” Nov Dec.?

fTotal ... . ... L 198,698 | 287,557 396,015 409,592 1 ..o ) e L A T,
2 Banks' own claims on foreigners 172,592 | 251,589 355,705 373,887 367,281 372,387 375,536 372,790 | 376,937 384,394
3 Foreign public borrowers RN 20,882 31,260 45,422 49,964 50,337 52,009 53,699 54,770 56,007 57,617
4 Own foreign offices! 65,084 96,653 127,293 140,233 135,840 137,166 137,382 141,971 139,759 143,880
5 Unaffiliated foreign banks ... 50,168 74,704 121,377 121,091 117,955 120,732 121,900 114,390 118,180 120,895
6 Deposits ....... . .... . 8,254 23,381 44,223 47,167 46,368 47,345 48,179 44,613 44,533 46,465
7 Other  ...... . . . . 41,914 51,322 77,153 73.924 71,588 73,386 73,721 69,777 73,647 74,431
8 All other foreigners 36,459 48,972 61,614 62,599 63,148 62,480 62,556 61,658 62 99| 62,001
9 Clatms of banks’ domestic customers? 26,106 35,968 40,310 35,705 36,0021 ... oo |
10 Deposits  ..... . ..., o 885 1,378 2,491 2,631 ,654
11 Negotiable and readily transferable

mstruments*. ..., 15,574 26,352 30,763 26,937 27,550
12 Outstanding col]ectmm and other

clams ....., 9,648 §,238 7,056 61371 ..o 5,898
13 MEemo. Customer lldblllly on

acceptances 22,714 29,952 38,153 34,901 34,585

Dollar deposits 1n banks abroad, re-
ported by nonbanking business en-
terprises in the United States? 24,468 40,306" 41,702 41,162 41,443 41,899 41,652 44,189 46,5207 n.a.

1. U S. banks. includes amounts due from own foreign branches and foreign
subsidiaries consolidated in **Consolidated Report of Condition’” filed with bank
regulatory agencies. Agenctes, branches, and majority-owned subsidianes of
Sforewgn banks principally amounts due from head office o1 parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or
parent foreign bank.

2. Assels owned by customers of the reporting bank located n the United
States that represent claims on foreigners held by reporting banks for the account
of thetr domestic customers.

3. Principally negotiable time certificates of deposit and bankers acceptances.

4 Includes demand and time deposits and negotiable and nonnegotiable
ceruficates of deposit denominated m U.S dollars 1ssued by banks abroad, For
desscjr('n)ptmn of changes in data reported by nonbanks, see July 1979 BULLETIN,
p

A Liabilities and claims of banks in the Unmited Siates were increased,
beginming in December 1981, by the shift from foreign branches to international
banking facilities in the United States of habilities to, and claims on, foreign
residents.

NoTE. Beginning Apnil 1978, data for banks' own claims are given on a monthly
basts, but the data for claims of banks' own domestic customers are available on a
quarterly basis only.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, end of period

1982 1983
Matunty, by borrower and area 1980 19814
Sept.” Dec - Mar.” June’ Sept
1 Total . P PR 106,748 154,590 215,389 228,150 230,112 232,126 233,676
By borrower
2 Maturity of | yearorless!...  ........ 82,555 116,394" 163,653 173,917 174,152 174,570 174,629
3 Foreign public borrowers 9,974 15,142 20,118 21,256 21,768 23,030 25,519
4 Al other foreigners .......  ........ ... Lo 72,581 101,252r 143,534 152,661 151,384 151,541 149,111
5 Maturity of over 1 year'.. . ..., 24,193 38,197 51,737 54,233 55,960 57.556 59,04
6  Forewgn public borrowers 10,152 15,589 22,026 23,137 24,859 26,206 27,077
7  All other foreigners .. . ... . 14,041 22,608 29,710 31,095 31,100 31,349 31,970
By area
Maturity of 1 year or less!
8  Europe G e e e 18,715 28,130 45,936 50,500 54,109 52,039 52,665
9 Canada. 2,723 4,662 7,067 7,642 6,861 7,055 6,443
10 Latn America and Cunbbedn ....... 32,034 48,717 72,431 73,291 75,122 74,768 76,031
11 Asa .. .. e 26,686 31,485 33,434 37.578 32,753 35,327 33,442
12 Afica . ..., ... o 1,757 2,457 3,621 3,680 3872 3,854 4,657
13 Allother2, . ... ... . ... 640 943 1,163 1,226 1,435 1,527 1,391
Maturity of over | yedr'
Europe . 5,118 8,100 10,564 11,636 11,986 12,238 11,613
15 Canada.. .. ... ... L 1,448 1,808 2,003 1,931 1,924 1,861 1,756
16  Latin AmerlCd and Cdﬂbden 15,075 25,209 34,114 35,247 35,842 36,671 38,254
17 Asia . o 1,865 1,907 3,092 3,185 3,573 4,053 4,581
I8  Africa....... F T T I 507 900 1,328 1,494 1,485 1,667 1,734
19 All other? . .. 179 272 635 740 1,150 1,066 1,108

I Remaining time to maturity. .
2. Includes nonmonetary international and regional orgamizations

A Liabihties and claims of banks in the Umted States were increased,
begmning in December 1981, by the shift from foreign branches to international
banzmg facilines in the United States of habilities to, and claims on, foreign
residents
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!
Billons of dollars, end of period
1981 1982 1983
Area o1 country 1979 1980
Sept Dec Mar. June Sept Dec Mar June | Sept.
1 Total 303.9( 352.0| 400.0 | 415.2 [ 419.6 | 435.1 | 4379 | 438 440.1 435.2 421.0
2 G-10 countries and Switserland 138.4 162.1} 172.3 175.5 174.5 176.2 1753 179 § 181 8 175.8 164.9
3 Belgium- Luxembourp, ......... 1.1 13.0 141 13.3 132 14.1 13.6 13.1 137 133 124
4 France . ..... 117 141 16 0 153 16 0 16 5 15.8 17.1 17.1 17.1 16.0
5  Germany. ...... ... 12.2 121 12.7 12.9 12.5 12.7 122 127 134 12.5 1S
6 ltaly...... .. 6.4 82 8.6 96 90 9.0 9.7 10.3 10.2 105 97
7 Netherlands .. 48 44 37 40 40 41 3.8 36 4.3 4.1 36
8 Sweden... ...... 2.4 2.9 3.5 3.7 4.1 4.0 47 5.0 43 47 48
9  Switzerland ... 4.7 50 51 5.5 5.3 5.1 5.1 50 46 47 42
10 Umted Klngdom 56.4 67 4 68.8 701 70.3 693 70.2 720 72.7 69.7 65 1
11 Canada . 63 84 118 10.9 116 114 1o 10.4 12.4 107 8.8
12 Japan.. ..... .. .. ... ol 22.4 26.5 28.1 30.2 28.5 299 29.3 301 291 28§ 28 8
13 Other developed countries ... . 19.9 21.6 264 28 4 307 32.1 327 337 33.9 34.3 339
14 Awstma ... L0 oo e e e 2.0 1.9 22 1.9 2.1 21 290 19 21 21 1.9
15 Denmark. 22 2.3 2.5 2.3 2.5 2.6 25 24 33 33 33
16 Finland . .. 12 1.4 1.4 17 16 16 18 22 21 2.1 18
17 Greece..  .... ... ... 2.4 2.8 2.9 28 2.9 27 26 30 29 28 2.9
18 Norway, ..... ... . . o0 oo e 23 2.6 3.0 31 32 3.2 3.4 33 33 34 32
19 Portugal ... 7 6 10 11 {2 15 16 1S 1.4 1.4 1.3
20 Spamn. 3.5 4.4 5.8 6.6 72 7.3 1.7 75 70 72 71
21 Turkey . 14 15 15 14 16 15 15 1.4 1.5 1.4 1.5
22 Other Western ['mupe. s 1.4 1.7 19 21 21 2.2 2.1 23 22 2.1 21
23 South Afl'ICd 13 1.1 25 2.8 33 38 36 37 36 39 4.6
24 Australia. 13 1.3 19 25 30 40 40 44 4.6 4.5 4.3
25 OPEC countries?2. 229 227 235 248 254 26 4 27.3 274 28.5 28.0 27.0
26  Ecuador .... . 17 2.1 21 22 23 24 23 22 2.2 2.2 2.1
27  Venezuela. . .. ... 87 9.1 9.2 9.9 10.0 101 104 105 10.4 102 96
28 Indonesa .. ... 1.9 1.8 2.5 2.6 27 2.8 2.9 32 35 32 34
29  Middle East countries 8.0 6.9 7.1 7.5 8.2 87 90 87 93 95 9.0
30 African countries . 2.6 2.8 2.6 2.5 2.2 25 27 28 30 30 28
31 Non-OPEC developing countries 63.0 77.4 903 96 3 97.5 103.6 104.0 107 0 107 5 108 1 107 6
Lanin Amenica
32 Argentma..... ... L. o0 aieoe 50 7.9 9.3 94 10.0 96 92 89 90 9.4 94
33 Brazil... 152 16 2 177 191 197 214 224 229 231 22.5 226
34 Chle.... ...... 2.5 3.7 55 5.8 6.0 6.4 6.2 6.3 60 5.8 61
35 Colombia .... ... ... ... .. 22 2.6 2.5 2.6 23 26 2.8 31 29 32 32
36 Mexwco ..., 120 159 20.0 21.6 29 252 250 248 25.0 250 25 8
37 Peru. .... . ..., 15 1.8 1.8 2.0 1.9 25 26 2.6 24 2.6 2.3
38  Other Latin Amerlw . 37 39 4.2 4.1 41 40 43 40 42 43 42
Asid
China
39 Manland. . .. B i 2 2 2 2 3 2 2 2 2 2
40 Taiwan PR N 3.4 42 51 5.1 5 50 4.9 5.2 5.1 5.1 5.1
41 India... ..... 2 3 3 3 5 5 5 6 4 5 S
42 Israel. 1.3 1.5 1.5 2.1 1.7 22 19 23 20 23 17
43 Korea (Sou!h) 54 71 8.6 9.4 8.6 8.9 9.3 108 10.8 108 105
44  Malaysia .... ... oo oo e 10 11 14 17 17 19 {8 21 2.5 2.6 2.8
45  Philippmnes .. 4.2 5t 57 6.0 59 6.3 6.0 63 66 64 61
46 Thaland .. .. . ... .. 15 16 14 15 14 13 1.3 1.6 1.6 1.8 1.7
47 Other Asia... ... ... oon o e 5 .6 8 10 1.2 1.1 13 It 14 12 10
Africa
48 Egypt.... 6 8 10 11 1.3 13 13 12 11 12 1.4
49 Morocco ....... il i el e 6 7 7 7 7 7 8 7 8 .8 8
50 Zaire .... N 2 2 2 2 2 2 1 1 1 1 {
51 Other Africad... . ..... .o i i i 1.7 21 2.2 23 23 23 2.2 2.4 23 2.2 24
52 Eastern Europe .. ... ..., 73 74 77 78 72 67 63 6.2 5.8 58 53
53 USSRi.oo. coiin cl e e e 7 4 4 6 4 4 3 3 3 4 2
54 Yugoslavia .. 18 2.3 25 2.5 25 2.4 22 22 22 23 22
55 Other..... ..... ... ... 4.8 46 47 47 43 39 38 17 33 31 2.9
56 Oftshore banking centers... ... ... . ... . ... 40 4 47.0| 618 63.7 65.7 20 72.0 66 9 66 2 67 4 65.6
57  Bahamas 13.7 13.7 21.4 19.0 20.2 24.1 21.4 19.2 17.7 19.9 19.2
58 Bermuda.... . ... .00 ciiie aiie e oaeaaiae s 8 .6 8 7 7 N 8 9 1.0 8 9
59 Cayman lslandc and other Bnllsh West lndlcs e 9.4 106 121 12 4 121 123 13.6 2.9 1.9 1.9 10.1
60 Netherlands Antdlles...... ... . .. .. ... ... 1.2 21 2.2 32 3.2 3.0 33 33 31 26 42
61  Panama‘. 43 5.4 6.8 7.7 7.2 7.4 8.1 7.6 7.1 6.5 5.6
62 Lebanon.... ... ... .. L 2 2 2 2 2 2 1 1 1 1 1
63 Hong Kong ............. 6.0 8.1 1.3 11.8 12,9 14.3 14.9 13.8 15.0 14.5 150
64  Singapore .. . .. ... 45 59 80 87 93 99 98 91 10.3 11.0 10.4
65 Others’. ..... ... i s i 4 3 1 1 1 1 0 0 0 0 A
66 Miscellaneous and unailocated®. ... . ... L 17 14.0| 182 18.8 8.5 18.4 20.3 17.9 16.4 157 169

1. The banking offices coveied by these data arc the U.S offices and foreign
branches of U S.-owned banks and of U.S subsidiaries of foreign-owned banks
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsicharies of U.S banks To minimize duplication, the data are
adjusted to exclude the claims on foreign branches heldby a U S office o1 another
foreign branch of the same banking institution The data 1n this table combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U'S. offices in table 3 18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches)

2. Besides the Orgamization of Petioleum Expoiting Countries shown individ-
ually, this group includes other members of OPEC (Algeria, Gabon, Iran, lrag,
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emuates) as well
as Bahratn and Oman (not formally members of OPEC),

3 Excludes Liberia

4. Includes Canal Zone beginning December 1979,

5 Foreign branch claims only.

6. Includes New Zealand, Iiberia, and international and regional organiza-
tions
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LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!

Milhons of dollars, end of period

1982 1983
Type, and area or country 1979 1980 1981
Sept Dec. Mar June Sept #
1 Total . ....... ..o o 17,433 29,434 28,618 25,149 25,142 22,925 22,381 24,177
2 Payable 1n dollars . .. 14,323 25,689 24,909 22,051 22,042 20,032 19,489 21,355
3 Payable n foreign currencms 3,10 3,745 3,709 3,099 3,099 2,893 2,892 2,822
By type
4 Financial habilities .. . . ......... . ... 7,523 11,330 12,157 10,855 10,499 10,478 10,760 10,361
5 Payable mdollars ....... e 5,223 8,528 9,499 8,565 8,424 8,533 8,730 8,435
6  Payable n foreign currencles ... 2,300 2,802 2,658 2,291 2,075 1,945 2,031 1,926
7 Commercial habilities .. ... e 9,910 18,104 16,461 14,294 14,642 12,447 11,621 13,815
8  Trade payables ...... .. ...... 4,591 12,201 10,818 8,084 7.687 5,620 5,981 7,056,."
9 Advance receipts and other habilities . . .. 5,320 5,903 5,643 6,209 6,955 6,827 5,640 6,760
10 Payable indoltars. ..., 9,100 17,161 15,409 13,486 13,618 11,499 10,759 12,919
11 Payable in foreign currenctes . ..... ..., 811 943 1,052 808 1,024 948 862 896
By area or country
Financial habilities
12 Euwrope . ... . 4,665 6,481 6,825 6,389 6,172 6,090 6,126 5,676
13 Belgium-1 uxembomg 338 479 471 494 502 407 436 379
14 France. . 175 27 709 672 635 689 697 688
15 Germdny 497 582 491 446 470 487 460 447
16 Netherlands 829 681 748 759 N 687 728 730
17 Switzerland .. 17¢ 354 715 670 673 623 595 470
18 United Kingdom 2,477 3,923 3,565 3212 3,061 3.071 3,060 2,829
19  Canada . e e 532 964 963 753 735 723 854 783
20 Laun America and Caribbean 1,514 3,136 3,356 2,969 2,707 2,690 2,435 2,546
21 Bahamas . 404 964 1,279 938 890 817 695 738
22 Bermuda..... o A 81 1 7 9 14 18 10 13
23 Brazil......... e e 18 23 22 28 28 39 34 32
24 Britsh West Indies ... 516 1,452 1,241 981 1,002 1.001 932 899
25 Mexico . A . 121 99 102 8S 121 149 151 184
26 venezuela,. ... Lieeieer o il 72 81 98 104 114 121 124 W7
27 Asia. Coee R 804 723 976 714 857 943 1,319 1,322
28 Ia .m ......... 726 644 792 479 633 699 943 957
29 Middle East ol- -exporting countries? 31 38 75 67 69 68 208 201
30 Afnica ... . i i 4 1 14 17 17 20 17 9
31 Ou- cxportmg countries? e e { 1 0 0 0 0 0 0
32 Allother* .. ... . ... P 4 t5 24 13 12 13 9 15
Commerctial habilities
33 Europe e e e e 3,709 4,402 3,770 3,957 3,639 3,430 3,349 3,384
34 Belgium- Luxembourg 137 90 71 50 52 45 41 47
35 France .....0.. ... . ... 467 582 573 762 595 576 615 506
36 Germany 545 679 545 436 459 440 431 461
37 Netherlands . ... . .... ... ... 227 219 220 277 346 351 342 243
38 Switzerland e 316 499 424 358 363 354 357 448
39 United Kingdom ......  ...... 1,080 1,209 880 1,001 851 679 623 786
40 Canada .. T 924 888 897 1,197 1,496 1,454 1,465 1,407
41  Latin America and Caribbean.  ..... 1,325 1,300 1,044 1,235 991 1,050 999 1,067
42 Bahamas . ..... ... [ 69 8 2 6 16 4 ] 1
43 Bermuda e e C 32 75 67 48 89 17 76 76
44 Brazd ........ . e 203 1 67 128 60 51 49 48
45 British West Indies . B 21 35 2 3 32 4 22 14
46 Mexico ... 257 367 340 499 379 355 391 429
47 Venesuela 301 319 276 269 148 183 219 217
48 A, 2,991 10,242 9,384 6,641 7,160 5437 4,799 6,852
49 Japan e e 583 802 1,094 1,192 1,226 1,235 1,236 1,294
50 Middle East oil- expomng countries? 1,014 8,098 7,008 4,178 4,531 2,803 2,294 4,072
51 Aftica ... L oo Lo 728 817 703 669 704 497 492 506
52 Oil-exporting LOUII"‘ICS] .... 384 517 344 248 277 158 167 204
s3 Allothett . 233 436 664 595 651 S78 L S\SJ 600

For a description of the changes 1 the International Statistics tables, see
July 1979 BULLETIN, p. 550

2. Comprises Bdhram, Iran, Iraq, Kuwait, Oman, Qatar, Saud: Arabia, and
United Arab Emirates (Trucial States).

totals for Asia and the grand totals

3 Comprises Algenia, Gabon, Libya, and Nigeria,
4 Includes nonmonetary international and regional organizations
5. Revisions include a reclassification of transactions, which also affects the



Nonbank-Reported Data  A63
3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States!
Milhons of doltars, end of period
1982 1983
Type, and area or country 1979 1980 1981
Sept Dec Mt June Sept #
1 Total .. .. .. PN 31,299 34,482 36,185 30,232 27,988 30,726 31,757 32,090
2 Payable m dollars . 28,096 31,928 32,582 27,571 25,360 27,984 29,1147 29,242
3 Payable in foreign Lurruluu 3,203 2,955 3,603 2,661 2,628 2,741 2.64% 2,848
By type
4 qnanual claims ..., ., 18,398 19,763 21,142 18,356 17,033 19,743 21,148 21,272
5 Deposits 12,858 14,166 15,081 13,241 12,497 15,092 16 324 16,411
6 Payable in dollars 11,936 13,381 14,456 12,828 12,07t 14,614 15.897 15,995
7 Payable in toreign cuntencies L oL 923 785 625 413 426 478 426 416
8  Other finanaial claims 5,540 5,597 6,061 5,118 4,536 4,651 4.824 4,862
9 Payable n dollats 3,714 1914 1,599 31,419 2,895 3,006 1.226 3,0%6
10 Payable in foreign umcnucs 1,826 1,683 2.462 1,696 1,641 1,645 1 598 1,826
11 Commeraal claims 12,901 14,720 15,043 11,877 10,954 10,983 10,609 10,818
12 Trade receivables . ., 12,185 13,960 14,007 10,770 9,945 9,780 9,241 9,519
13 Advance payments and other claims 716 759 1,036 1,106 1,010 1,203 1.367 1,299
14 Payable n dollars . 12,447 14,233 14,527 11,324 10,394 10,364 9991 10,212
1S Payable n foreign currencies 454 487 L) 552 561 619 6187 606
B)’ wred or country
Financal claims
16  Lurope 6,179 6,069 4,596 967 4,772 6, (1()6 7.207 6,960
17 Belgium-1. uxcmbmug 32 145 43 16 10 12 25
18 France 177 298 285 326 134 ‘)() 137 125
19 Germany 409 230 224 215 178 127 216 151
iy Netherlands 53 S1 50 119 97 140 136 88
21 Switzerland 73 54 17 60 107 99 34 11
22 United Kingdom 5,099 4,987 3,546 3,859 3,981 5,301 6,437 6,335
23 Canada ....... ... 5,003 5.036 6,755 4,386 4,287 4,612 4,870 4,897
24 Latin Amenica and Canbbean 6,312 7.811 8,812 7,948 7,087 8,173 7,997 8,354
25 Bahamas . . 2,773 3,477 3,650 3,435 3,160 3,756 3,244 3,250
26 Bermuda . 30 135 18 16 8 10 72 62
27 Brazil., . 163 96 30 76 62 S0 48 51
28 British West Indies | 2,011 2,755 3971 1411 2,929 3,080 3.317 3,774
29 Mexico e 157 208 313 268 274 352 348 315
30 Venezuela 143 137 148 131 139 156 152 138
31 Asa . 601 607 758 B46 698 712 m 763
32 Japan 199 189 366 268 153 233 288 256
33 Middle East onl- expumn;, countries? 16 20 37 30 15 18 14 8
34 Afuca 258 208 173 165 158 153 154 151
35 Orl-exporting countries® 49 26 46 50 48 45 48 43
36 All other? .. 44 2 48 44 3t 25 149 148
Commercial claims
37 Bwope . ... L 4,922 5,544 5,405 4,231 3,758 3,592 3,410 3,349
38 Belgium-1 uxcmbnurb 202 233 234 178 150 140 144 13
39 France. 727 1,129 716 646 473 489 499 486
40 Germany 393 599 561 427 156 419 64 378
41 Netherlands 298 318 299 268 147 309 242 282
42 Switzerland . 272 354 431 291 339 227 303 270
43 United Kingdom 901 929 98S 1,035 791 754 739 734
44  Canada 859 914 967 666 639 674 716" 788
45  Latun Amenica and Canbbean oo 2,879 3,766 3,479 2,772 2,514 2,690 2,722 2,864
46 Bahamas.. .. ..., 21 21 12 19 21 30 30 15
47 Bermuda ... 197 108 23 154 259 172 108 242
48 Brazil . 645 861 668 481 258 401 512 611
49 British West lndles 16 34 12 7 12 21 21 12
50 Mexico . TO8 1,102 1,022 869 767 886 9567 897
b Venezuela . 343 410 424 RYR) 51 288 273 282
52 Asma.... .. 3,451 3,522 3,959 3,098 3,045 3,126 2,871 2,929
53 Japan .. 1,177 1,052 1,245 973 1.047 1,115 949 1,037
54 Middle East oil- upmlm;, counties?, 765 825 905 777 748 701 7000 719
55 Atnea L. L, Ss1 653 772 661 SE8 559 528 562
56 Orl-exporting countries? 130 153 152 148 140 134 130 131
57  All othert 240 21 461 448 415 142 3617 326

1. For a description of the changes 1n the International Statistics tables, see

July 1979 BULLE1IN, p 550

2 Comprises Bahram, Iran, Irag, Kuwait, Oman, Qatar, Saud: Arabia, and

United Arab Emurates (Irucial States)

3 Comprises Algena, Gabon, [abya, and Nigena
Includes nonmonetary mternational and regional organtzations

4
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1983 1983
Transactions, and area or country 1981 1982~
JS?{ June July Aug. Sept Oct. Nov Dec.”
U.S. corporate securities
Stocks

1 Foreign purchases........ . 40,686 41,881 69,883 6,864 5,758 5,181 5,516 5,5307 4,847 6,014
2 Foreign sales ........ 34,856 37,981 64,460 6,467" 5,203 5,168 5,116 5,392 4,783 5,736
3 Net purchases, or sales (~) . 5,830 3,901 5,423 397" 5557 13 400 1387 65 279
4 Foreign countries . . .. N 5,803 3,816 5,324 422 546" 147 392 134 64 286
5 Europe ...... . [N . 3,662 2.530 3,983 1887 437 THr 261 -99 -58 —274
6  France 960 —143 - 100 14 33 =77 - 10 -36 —66 —-64
7 Germany.. -22 333 1,054 —31 135 54 48 55 53 -52
8 Netherlands . . 42 —63 —110 -57 -13 —-49 —15 24 13
9  Switzerland. ..... 288 -579 1,315 186 187 56 123 -18 -97 —206
10 Umnited Kingdom 2,235 3.117 1,810 95 49 79 171 -136 21 53
11 Canada ....... 783 222 1,150 98 1 75 154 124 0 185
12 Latin America and Caribbean. .............. -30 317 530 28 35 -98 106 —41r 7 238
13 Middle Bast! ... . ... 1,140 366 —808 36 -59 —88 -178 49 44 13
14 Other Asia .......... e 287 247 403 68 146 75 51 103 63 123
15 Africa . .. . 7 2 42 1 0 7 4 ~1 1 2
16 Othercountries ......... . . .....oov0 oo —46 131 24 2 -12 -28 -6 -1 -3 1

17 Nonmonetary international and
regional organizations ..., .......... 27 85 98 —25 9 -1 8 4 0 -7

Bonps?

18 Foreign purchases . ....... 17,304 21,639 23,961 1,546 1,438 2,141 1,888 2,537 2,039 1,657
19 Foresgn sales 12,272 20,188 23,075 1,741 1,463 1,995 1,960 2,492 1,304 1,493
20 Net purchases, or sales (—) e e e . 5,033 1,45t 886 ~195 -25 146 =72 45" 735 164
21 Foreign countries . . .. 4,972 1,479 871 -197 ~49 44 -71 142 715 156
22 Europe ......... . PN 1,351 2,082 887 —122 ~74 115 14 303 458 -93
23 France.......... 11 305 =90 =7 -5 -6 0 2 -31 -5
24 Germany... . 848 2,110 286 =12 -8 25 41 66 53 -10
25  Netherlands 70 33 51 -4 5 -3 1 It S 3
26 Switzerland. . . . e 108 157 632 28 -8 ~1 -19 7 15 78
27  Umted Kingdom . .. . . Coece 196 —~589 429 120 -33 112 32 136 390 —126
28 Canada ........... e e -12 24 123 -10 53 -3 -10 2 46 =22
29 Latin Amenica and Caribbean 132 159 100 19 13 -21 4 24 —6 20
30 Middle East' . ... ......... 3,465 ~752| —1,133 —168 -119 =121 - 105 249" 116 43
31 Other Asia PR 44 =22 842 47 78 74 9 45 101 208
32 Africa Lo e e —1 ~19 0 2 0 0 2 0 0 0
33 Other countries -7 7 52 35 0 0 -2 -4 0 0

34 Nonmonetary international and
regional organizations . .. . ........... . 61 -28 15 2 24 102 6 -97 20 7

Foreign securities

35 Stocks, net purchases, or sales (=).... ...... —247 -1,341 —3.835 —647 —487 -214 - 106 —14 ~16 -177
36 Foreign purchases......... Ce e e 9,339 7,163 13,121 1,346 972 1,032 1,297 t,140 907 1,123
37  Foreign sales ...... e e 9,586 8,504 16,956 1,993 1,458 1,246 1,403 1,154 923 1,300
38 Bonds, net purchases, or sales (~) —5,460( —6,631 -3,336 127 -219 —463 —54 ~172 170 —345
39  Foreign purchases. e e 17,553 27,167 35,622 3,220 2,534 2,708 3,714 3,902 3,150 3,071
40 Foreignsales ...... ... .. ... 23,013 33,798 38,957 3,092 2,754 3,47 3,768 4,075 2,940 3,416
41 Net purchases, or sales (~), of stocks and honds .. -5,707 -7,972 -7,170 ~520 -706 -677 -160 -186 154 -522
42 Foreign countries .. .. ......... ... . -4,694 -6,806 —6,872 —546 =715 —684 -146 —235 49 ~561
43 Europe ..... L e . —728 —2,584 —~5,623 —583 —682 —301 124 —338 —417 —440
44 Canada .  .............. NS e e ~3,697 —-2,363 -1,584 5 55 -97 —355 6 36 —64
45 Latin America and Canbbean  ............. . 69 136 1,120 —80 47 62 23 5 135 17
46 Asia .. o . ol e e e —367 —-1,822 —BO% —~182 — 145 23 105 90 160 ~67
47 Africa ..o e T . —~55 -9 141 13 11 14 16 11 1 0
48 Other countries ...... .. ... (oo 84 —364 ~-28 280 a0 ~385 ~-59 -10 135 -7

45 Nonmonetary internationa} and
regional organizations ................ . -1,012 —1,165 —298 26 9 7 -14 49 108 39

1. Comprises oil-exporting countries as follows: Bahrain, Iran, Irag, Kuwait,

Oman, Qatar, Saud: Arabia, and United Arab Emirates (Trucial States).

2. Includes state and local government securities, and securities of U S,
government agencies and corporations Also includes issues of new debt securi-
ute’s sold abroad by U.S. corporations organized to finance direct investments
abroad.



Investment Transactions and Discount Rates

3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES

Millions of dollars

A6S

Foreign Holdings and Transactions

1983 1983
Country o1 area 1981 1982
{;‘2; June July Aug Sept Ot Nov Dec »
|
Holdings (end of perod)?
1 Estimated total? 70,249 85,220) ....... 91,114 | 88,833 | 87,483 | 88,6617 | 90,988 | 89,642 89,322
2 Foreign countries? 64,565 | 80,6377 84,9317 83,6157 B2,7907| 82,7637 | B4.358 | K3 R26| 84,227
3 Luwope? .. . 24,0127 29,284 33,638 33,0827 32,996 33,370 34,415 35,058 15.489
4 Bc)gmm 1 uxembumg . 543 447 -68 99 95 S8 18 2 16
S Germany? 11,861 | 14,841 16,877 16,3157 16,119 16,156" | 16,570 17,092 17.2%0
6 Netherlands 1,991 2,754 3.251 3,262 3,234 3,034 2,987 3,048 3.129
7 Sweden 643 677 665 684 644 666 714 758 842
8 Switzerland? 846 1,540 877 RS5 965 1,087 1,177 1,064 1118
9 United Kingdom . 6,709 6,549 8,233 8,235 8,270 8,289 8,629 8,626 8,524
10 Other Western Furope 1,419 2,476 3,803 3, 611 3,669 4,081 4,321 4,467 4,569
11 Eastern Europe 4] 0 0 0 0 0 0 0
12 Canada 514 602 983" 1, ()58’ 1,088" 1,063 1,265 1,225 1,301
13 Latin America and Canbbean 716 1,076 | .. 1,041 886 800 774 695 914 86n
14 Venczuela 286 188 . 72 62 62 65 66 64 64
15 Other Latin Amerca and Carbbean R 319 656 773 616 622 631 540 674 716
16 Netheilands Antilles | . .. 131 232 196 188 116 78 89 176 83
17 Asia. . . . 38,671} 49,543 49,1377 ) 48,4377 1 47733 47 43| 478497 | 46,507 46,455
18 ]dpdn 10,780} 11,578 12,592 | 12,763 { 13,007 | 13,210 [ 13,446 13,600 13,910
19 Aftica 631 77 79 79 79 79 79 79 79
20 All other .. 2 55 3 74 94 48 S6 43 40
21 Nonmonetary mternational and regional orgdm/dmms $,684 4,583 6,183 5,218" 4,693 5,898 6,63 5.816 5,095
22 International 5,638 4,186 §.372 4,500 4,086 5,421 6,094 5,030 4,404
23 Latin American regional { 6 6 6 6 6 6 0 6
Transactions (net purchases, or safes (—) during penod)
24 lotal?, 12,699 | 14,972 4,101 1,558 ~2,281 | —1,350 1,178 2,271 —-1,339 —-326
25 Foreign countites? 11,604 | 16,0727 3,590 537" 1,31% —826 26 1,595 532 401
26 Official institutions 11,730 14,550 1,252 4087 -914 88S 5 4687 - 768 3
27 Other foreign? - 126 1,518 2343 1297 --400 59 -3 1,126 236 406
28 Nonmonetary iternational and lcynndl mg,{\nu(\lmns 1,095 | —-1,097" S06 1,0207 966 -523 1,205 310 ROR -729
Mimo Oil- expmung countries
29 Middle East? . 11,156 7,575 —5,397 =277 172 -1,764 =305 3737 -968 60
30 Afnical -289 - 592 -1 0 0 &} 4 [{] 4] 0

I bsumated oftiwal and puvate holdings of marketable U S Treasuy securi-
ties with an oniginal maturity of moie than | year Data are based on a benchmark
survey of holdings as of Jan 31, 1971, and monthly transactions 1eports Excludes
nonmarketable U S Lieasiny bonds and notes held by ofhaal insttutions of
foreign countries

2 Beginming December 1978, mcludes U § lieasury notes publicly issued to
pivate forergn residents denomimated 1n foreign currencies

3. Comprises Bahtam, Iran, [rag, Kuwait, Oman, Qatar, Saudi Araba, and
United Arab Emarates (Trucial States)

4. Comprises Algeria, Gabon, [ibya, and Nigena

3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on Jan 31, 1984 Rate on Jan 31, 1984 Rate on Jan 31, 1984
Country Country Country

Per- Month Per- Month Per- Month

cent effective cent effective cent eftective
Austria 378 Mar 1983 France! .. 12.0 Dec. 1983 Norway . P 8.0 June 1979
Belgum o Nov (983 Germany, Fed RLp of 4.0 Mar 1983 Swutzerland . . 4.0 Mar 1983
Brazil . .. 490 Mar ]98] Italy . 170 Apr 1983 United Kingdom? .. R
Canada G 998 Jan 1984 Japan .. 5.0 Oct 1983 Venezuela 1no May 1983
Denmak ... . 70 Oct 1983 Netherlands 5.0 Sept. 1983

I Asof the end of February 1981, the 1ate s that at which the Bank of Fiance
discounts Treasury bills tor 7 to 10 days
2 Minimum lending tate suspended as of Aug 20, 1981

Not1r Rates shown are mainly those at which the central bank either discounts

oy makes advances aganst eligible commercial paper and/or government commer-
ctal banks or brokers For countries with more than one rate applicable to such
discounts or advances, the rate shown 15 the one at which 1t s understood the
central bank transacts the largest proportion of 1ts credit operations
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3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures

1983 1984
Country, o1 type 1981 1982 1983
July Aug Sept Oct Nov Dec Jan
1 Eurodollars 16,79 12 24 9.57 10 00 10 27 9.82 9.54 979 10 08 978
2 United Kingdom 13 86 12.21 10 06 9 84 9 83 963 934 9.26 9 34 9 40
3 Canada . 18 84 14.38 9.48 942 9.49 9135 931 9 40 9.83 9 84
4 Germany 1208 8 81 573 5 54 566 583 6.13 6.26 6.43 607
5 Switzeiland 915 504 41 477 461 4 40 407 411 429 365
6 Netherlands . 1152 8 26 558 558 603 6 1S 6.07 617 620 601
7 France 15.28 14 61 12.44 12 33 1233 12.42 12.42 12 31 12 16 1222
8 ltaly 19 98 19 99 18 95 17 50 17 50 17 42 17.51 17 71 1775 1775
9 Belgium 1528 14 10 10 51 9.08 9.25 928 9.44 9.89 10 50 10 68
W Japan . ... 758 6.84 6.49 647 6.52 6.68 652 635 6.45 6.35
No1t Rates are for 3-month interbank loans except for Canada, finance company paper, Belgium, 3-month Treasury bills, and Japan, Gensaki rate
3.28 FOREIGN EXCHANGE RATES
Currency units per dollar
1983 1984
Country/curtency 1981 1982 1983
Aug. Sept Oct Nov Dec Jan
1 Argentina/peso na 20985.00 8.59 894 1122 11.65 11 65 16 73 24 38
2 Australia/dollar! 114 95 101 65 90,14 8793 88 77 91.37 91 59 90 04 90 60
3 Austria/schitling 15 948 17 060 17 968 18 799 18 754 18 305 18 900 19 383 19.815
4 Belgium/franc ..., 37 194 45,780 5112t 53.609 53 841 53 034 54 538 55939 §7 354
S Branl/cruzeiro 92 374 179 22 57327 643,34 701 38 784 15 870.21 943 43 1022 .81
6 Canada/dollar 11990 1.2344 12325 12338 1 2326 12320 1 2367 1 2469 12484
7 Chilefpeso . . . . n.a. S1118 79.350 80 011 81.767 83710 85 600 86 557 88 355
8 Chmna, P R /yuan. .. 1.7031 1 8978 1.9809 1 9843 1.9867 ! 9664 1 9940 1 9920 2 0490
9 Colombia/peso nda 64 071 78 563 80.707 82 494 84 196 85.938 87.173 89 703
10 Denmark/krone 71350 8 3443 9.1483 9 6308 9 5926 9.4172 9 6791 9 9530 10 1793
11 Nnland/markka 43128 4.8086 55636 S 7063 5 7057 5.6390 5.7468 58515 59385
12 France/franc 5 4396 6 5793 7 6203 8 0442 8.0598 7.9526 8 1646 8 3839 8 5948
13 Germany/deutsche mark 22631 2428 25539 2 6736 2 6679 2 6032 2.6846 2.7500 28110
14 Gicece/drachma. na 66 872 87 895 89 217 92 837 92 968 96 229 98.815 102.601
15 Hong Kong/dollar 55678 6 0697 72569 7 4416 8 0079 8.0947 7.8120 7.8044 7.7968
16 India/tupee 8 6807 9 4846 10.1040 10 187 10 200 10.229 10.378 10 4895 10 7152
17 Indonesia/rupah na 660 43 911 31 984 09 986 24 984.12 988 84 994.62 996.43
18 lretand/pound! 161 32 142 05 124 81 117.9¢ 117.41 119 15 115 88 11294 110.20
19 Israel/shekel na 24.407 55 865 55 949 60 059 77 808 89 344 100 599 116.728
20 Italy/hia 1138.60 1354 00 1519.30 1589 74 1602 62 1582 81 1625 79 1666 88 1706 63
21 Japan/yen . P 220 63 249.06 237 55 244.46 242,35 23289 235.03 234.46 233.80
22 Malaysia/ringgit 2 3048 2,3395 2 3204 2.3523 2.3506 2 3451 2 3450 2.3407 2.3411
23 Mexico/peso 24,547 72 990 15501 151 59 152 20 157.18 162 36 164.84 166.33
24 Nethetlands/guilder 2 4998 26719 28543 2,9912 2 9844 2 9206 3.0078 3.0856 3 1602
25 New Zealand/dollar? 86 848 75 101 66,790 65,100 65 316 66 162 65.854 65.120 64 860
26 Norway/krone 5 7430 6 4567 73012 7 464 74271 7.3244 7 4696 77237 7 8763
27 Peru/sol na 694 59 1610.20 1853 18 1995.33 2074.82 2131 13 221373 2320.20
28 Philippines/peso 78113 8 5324 11 0940 11 050 11050 13 750 14 050 14 050 14.050
29 Portugal/escudo 61 739 80 101 111610 123.03 124 41 124 41 127 82 13191 136 29
30 Singapore/doltar 21053 2.1406 2 1136 2 1416 2 1417 2 1350 2 1334 2.1317 2 1309
31 South Africa/rand! 114,77 92 297 89 85 89 55 89.86 88.82 84.23 82.15 79.54
32 South Korea/won na 73193 776 04 787.19 790 83 791 37 796.32 799.23 800 33
33 Span/peseta .. ... 92,196 110 09 143.500 151 302 152 022 151 30 154.66 158.01 159 832
34 Sri Lanka/rupee 18 967 20 756 23510 24 257 24 397 24 410 24 572 24 767 25 181
35 Sweden/kiona 50659 6 2838 76717 7 858S 78773 7 7844 7 9201 8 0608 8.1782
36 Switzerland/tranc. ... 19674 20327 2 1006 21632 21623 21122 21701 21983 2.2380
37 Taiwan/Dollar .. na na na na na 19 420 38.780 39613 40.202
38 lhalland/baht... . . ... 21 731 23.014 22991 22 990 22.990 22.990 22 990 22 992 23.006
39 Umted Kingdom/pound! 202 43 174.80 15159 150 26 149.86 149 69 147 66 143 38 140 76
40 Venezuela/bolivar 4.2781 42981 10.6840 15.600 13.833 13 088 12 782 12 834 13 021
Mrmo
United States/dollar? 102 94 116 57 125.34 129 77 129 74 127 50 130 26 132 84 135.07

1. Value n U S cents

2 Index ot weighted-average exchange value of U 8 dollar against currencies
of other G-10 countries plus Switzerland Maich 1973 = {00 Weights are 1972-76
global trade ot each of the 10 countries Series revised as of August 1978, For

description and back data, see *'Index of the Weighted-Average Lxchange Value
of the U S. Dollar Revision™ on p 700 of the August 1978 Burii1in

Nortr Averages ot certified noon buying rates in New York for cable tranfers.
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Guide to Tabular Presentation,
Statistical Releases, and Special Tables

GUIDE TO TABULAR PRESENTATION

Symbols and Abbreviations

c Corrected 0
e Estimated n.a.
p Preliminary n.e.c
r Revised (Notation appears on column heading when IPCs
about half of the figures in that column are changed.) REITs
* Amounts insignificant in terms of the last decimal place RPs
shown n the table (for example, less than 500,000 when SMSAS

the smallest unit given is miliions)

General Information

Calculated to be zero

Not available

Not elsewhere classified

Individuals, partnerships, and corporations
Real estate investment trusts

Repurchase agreements

Standard metropolitan statistical areas
Cell not applicable

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow,

“U.S. government securitics’” may include guaranteed
1ssues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

obligations of the Treasury. **State and local government™
also includes municipalities, spectal districts, and other politi-
cal subdivisions.

In some of the tables details do not add to totals because of
rounding.

List Published Semiannually, with Latest Bulletin Reference

Anticipated schedule of relcase dates for periodic releases......

SPECIAL TABLES

Issue Page

............................................. December 1983 AB4

Published Irregularly, with Latest Bulletin Reference

Assets and liabilities of commercial banks, September 30, 1982 .............. . ..

Assets and liabilities of commercial banks, December 31, 1982

Assets and liabilities of commercial banks, March 31, 1983,..............ocnnel
Assets and labilities of commetrcial banks, June 30, 1983 ...
Assets and liabilities of U.S. branches and agencies of foreign banks, September 30, 1982 .........
Assets and liabilities of U.S. branches and agencies of foreign banks, December 31, 1982
Assets and liabilities of U.S. branches and agencies of foreign banks, March 31, 1983....... ..
Assets and liabilities of U.S. branches and agencies of foreign banks, June 30, 1983 .................

January 1983  A70
April 1983 A70
August 1983 A70
December 1983  A68
January 1983  A76
April 1983 A76
August 1983  A76
December 1983 A74
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Federal Reserve Board of Governors

PauL A. VOLCKER, Chairman
PRESTON MARTIN, Vice Chairman

HENRY C. WALLICH
J. CHARLES PARTEE

OFFICE OF BOARD MEMBERS

JosepH R. COYNE, Assistant to the Board

DoNALD J. WINN, Assistant to the Board

STEVEN M. ROBER1S, Assistant to the Chairman
FrRANK O’BRIEN, JR., Deputy Assistant to the Board
ANTHONY F. CoLE, Special Assistant to the Board
WILLIAM R. JONES, Special Assistant to the Board
NaoMi P. SALUS, Special Assistant to the Board

LEGAL DIVISION

MICHAEL BRADFIELD, General Counsel

J. VIRGIL MATTINGLY, JR., Associate General Counsel
GILBERT T. SCHWARTZ, Associate General Counsel
RICHARD M. ASHTON, Assistant General Counsel

NaNcyY P. JACKLIN, Assistant General Counsel
MARYELLEN A. BROWN, Assistant to the General Counsel

OFFICE OF THE SECRETARY

WiLLIAM W. WILES, Secretary
BARBARA R. LOWREY, Associate Secretary
JAMES MCAFEE, Associate Secretary

DivisION oF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARWOOD, Director

JerauLD C. KLUCKMAN, Associate Director
GLENN E. LONEY, Assistant Director
Do1.ORES S, SMITH, Assistant Director

DIviSION OF BANKING
SUPERVISION AND REGULATION

JounN E. RyaN, Director

WILLIAM TAYLOR, Deputy Director
FRrReDERICK R. DAHL, Associate Director
Don E. KLINE, Associate Director

Jack M. EGERTSON, Assistant Director
ROBERT A. JACOBSEN, Assistant Director
ROBERT S. PLOTKIN, Assistant Director
THOMAS A. SIDMAN, Assistant Director
SIDNEY M. SUsSAN, Assistant Director
SAMUEL H. TALLEY, Assistant Director
LAURA M. HOMER, Securities Credit Officer

OFFICE OF STAFF DIRECTOR FOR
MONETARY AND FINANCIAL PoLICY

STEPHEN H. AXILROD, Staff Director

DoNALD L. KoHN, Deputy Staff Director

STANLEY J. SIGEL, Assistant to the Board

NORMAND R.V. BERNARD, Special Assistant to the Board

DIVISION OF RESEARCH AND STATISTICS

JaMEes L. KicHLINE, Director

EpwarD C. ETTIN, Deputy Director

MicHAEL J. PRELL, Deputy Director

JosePH S. ZEISEL, Deputy Director

JARED J. ENZLER, Associate Director

ELEANOR J. STOCKWELL, Associate Director

DaviD E. LINDSEY, Deputy Associate Director

FREDERICK M. STRUBLE, Deputy Associate Director

HeLMuUT F. WENDEL, Deputy Associate Director

MARTHA BETHEA, Assistant Director

RoBERT M, FISHER, Assistant Director

SusaN J. LEPPER, Assistant Director

THoOMAS D. SiMPSON, Assistant Director

LAWRENCE SLIFMAN, Assistant Director

STEPHEN P. TAYLOR, Assistant Director

PETER A. TINSLEY, Assistant Director

LEvoN H. GARABEDIAN, Assistant Director
(Administration)

DIVISION OF INTERNATIONAL FINANCE

EpwIN M. TRUMAN, Director

ROBERT F. GEMMILL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
LARRY J. PROMISEL, Associate Director

DALE W. HENDERSON, Deputy Associate Director
SAMUEL PizER, Staff Adviser

RaLPH W. SMITH, JR., Assistant Director
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NaNcy H. TEETERS
EmMETT J. Rice

LyLr E. GRAMLEY

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

S. Davip Frost, Staff Director

EpwaRD T. MULRENIN, Assistant Staff Director

STEPHEN R. MALPHRUS, Assistant Staff Director
Sfor Office Automation and Technology

DIVISION OF DATA PROCESSING

CHARLES L. HAMPTON, Director

Bruce M. BEARDSLLY, Deputy Director

GLENN L. CUMMINS, Assistant Director

NEAL H. HILLERMAN, Assistant Director
RICHARD J. MANASSERI, Assistant Director
WiLLIAM C. SCHNEIDER, JR., Assistant Director
ROBERT J. ZEMEL, Assistant Director

DIVISION OF PERSONNEI,
Davip L. SHANNON, Director

JOHN R. WEIS, Assistant Director
CHARLES W. WooD, Assistant Director

OFFICE OF THE CONTROLLER

GEORGE E. LiviNGsTON, Controller
BReNT L. BOwEN, Assistant Controller

DivISION OF SUPPORT SERVICES

RoBerT E. FRAZIER, Director
WALTER W. KREIMANN, Associate Director

*On loan from the Federal Reserve Bank of New York.

OFFICE OF STAFF DIRECTOR FOR
FEDERAL RESERVE BANK ACTIVITIES

THEODORE E. ALLISON, Staff Director
Josepn W. DANIELS, SR., Adviser, Equal Employment
Opportunity Programs

DIVISION OF FEDERAL RESERVE
BANK OPERATIONS

C1Yypr H. FARNSWORTH, JR,, Director

ErLioTrt C. MCENTEF, Associate Director
DAvID L.. ROBINSON, Associate Director

C. WILI 1AM SCHLFICHER, JR., Associate Director
WALTER ALTHAUSEN, Assistant Director
CHARLES W. BENNFTT, Assistant Director

ANNE M. DrBEER, Assistant Director

JACK DENNIS, JR., Assistant Director

EArL G. HAMII TON, Assistant Director

* JouN F. Sonal A, Assistant Director
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Federal Open Market Committee

FEDERAL OPEN MARKET COMMITTEE

PAUL A. VOLCKER, Chairman ANTHONY M. SoLoMoN, Vice Chairman
LyLe E. GRAMLEY PRESTON MARTIN EMMETT J. RicE
RoGER GUFFEY FrRANK E MORRIS THEODORE H. ROBERTS
SiLAs KEEHN J. CHARLES PARTEE NaNcY H. TEETERS

HENRY C. WALLICH

STEPHEN H. AXILROD, Staff Director and Secretary RiIcHARD G. Davis, Associate Economist
NoORMAND R.V. BERNARD, Assistant Secretary THoMmAs E. Davis, Associate Economist
NANCY M. STEELE, Deputy Assistant Secretary RoOBERT EISENMENGER, Associate Economist
MICHAEL BRADFIELD, General Counsel EpwaRrD C. ETTIN, Associate Economist
JaMEs H. OLTMAN, Deputy General Counsel MICHAEL J. PRELL, Associate Economist
JAMES L. KICcHLINE, Economist KARI A. SCHELD, Associate Economist
EpwIN M. TRUMAN, Economist (International) CHARLES J. SIEGMAN, Associate Economist
ANATOL BALBACH, Associate Economist JosepH S. ZEISEL, Associate Economist

PETER D. STERNI IGHT, Manager for Domestic Operations, System Open Market Account
SaM Y. Cross, Manager for Foreign Operations, System Open Market Account

FEDERAL ADVISORY COUNCIL

JouN G. McCoy, President
JosepH J. PINOLA, Vice President
VINCENT C. BURKE, Jr., N. BERNE HART, AND LEWis T. PRESTON, Directors

ROBERT L. NEWELL, First District RoGER E. ANDERSON, Seventh District
Lewis T. PResTON, Second District WiLLiaM H. BoweN, Eighth District
RayMmonD J. DEMpsEY, Third District E. PETER GILLETTE, JR., Ninth District
JouN G. McCoy, Fourth District N. BERNE HaRT, Tenth District
VINCENT C. BURKE, JR., Fifth District Vacancy, Eleventh District

PHiLIP F. SEARLE, Sixth District JosepH J. PinoLA, Twelfth District

HERBERT V. PRocHNOW, Secretary
WitLLiaM J. KORSVIK, Associate Secretary
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and Advisory Counclils

CONSUMER ADVISORY COUNCII,

Wi 1 ARD P. QGBURN, Boston, Massachusetts, Chauman
TiMotny . MARRINAN, Minncapolis, Minnesota, Vice Chairman

RACHEL G. BrRart1, Medford, Massachusctts Fri DI RICK H. M1 1R, Norman, Oklahoma
JaMes G. BoyLr, Austin, Texas Marcari 1 M. MurehHy, Columbia, Maryland
GeraLD R. CHRISTENSIE N, Salt Lake City, Utah Ronert I, Mureny, Detroit, Michigan
TaoMAs L. CLARK, JR., New York, New Yoik LAWRINCT S, OkiNAGA, Honolulu, Hawau
JEAN A. CrockErT, Philadelphia, Pennsylvania 1 va QuuaNo, San Antonto, Texas
MEREDIMH FERNSTROM, Ncw York, New York Jant 1), Ratur, Portland, Oregon

ALLEN J. FisHBFIN, Washington, D.C. Jant 1 Scacciorin, Providence, Rhode Istand
E.C.A. FORSBERG, SR., Atlanta, Georgia GriNpa G. SLoaNe, Washington, D.C
STEVEN M. GEARy, Jefferson City, Missouri HrNRY |, Somwmt i, Philadelphia,Pennsylvania
RicuarD F. Har Lisurion, Kansas City, Missourt WINNIE F, TAY1 oR, Gainesville, Flonda
Louise McCarreN HerrING, Cincinnati, Ohio Micnarnr M Van Buskirk, Columbus, Ohio
CHARLES C. Hor1, Austin, Texas ClLINTON WaRrNY , Cleveland, Ohio

HARRY N. JACksoN, Minneapolis, Minnesota Fri DLRICK T WEIMER, Chicago, 1llmors
KENNETH V. LARKIN, San Francisco, California MERVIN WINSTON, Minneapolis, Minnesota

THRIFT INSTITUTIONS ADVISORY COUNCIL.

Tuomas R, Bomar, Miamu, Flotda, President
Riciiarp H. Drinn ., Los Angeles, Cahtorma, Vice President

JAMES A. AI11BER, Detroit, Michigan NORMAN M. JonNi 8, Fargo, Noith Dakota
GeNE R. ARTEMENKO, Chicago, Hlinois Rosi 1 R. MAs1t R1ON, Portland. Muine
J. MIicHAEL CORNWALL, Dallas, Texas Joun T, MorGanN, New York, New York
JoHN R. EPPINGER, Villanova, Pennsylvania FrI D A, PARKE R, Monioc, North Carolina

SARAH R, Wartace, Newark, Ohio
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, remittance should accompany request and be made
payable to the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FuNc-
TIONS. 1974, 125 pp.

ANNUAL REPORT.

FEDERAL RESERVE BULLETIN. Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 each.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part [ only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1971-75. 1976. 339 pp. $ 5.00 per copy.

1972-76. 1977. 377 pp. $10.00 per copy.
1973-77. 1978. 361 pp. $12.00 per copy.
1974-78. 1980. 305 pp. $10.00 per copy.
1970-79. 1981, 587 pp. $20.00 per copy.
1980. 1981. 241 pp. $10.00 per copy.
1981, 1982. 239 pp. $ 6.50 per copy.
1982. 1983. 266 pp. $ 7.50 per copy.

FEDERAL RESERVE CHART Book. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HistoricaL CHART Book. Issued annually in Sept. Subscrip-
tion to the Federal Reserve Chart Book includes one
issue. $1.25 each in the United States, its possessions,
Canada, and Mexico; 10 or more to one address, $1.00
each, Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

THE FEDERAL RESERVE ACT, as amended through April 20,
1983, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 576
pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVF SYSTEM.

REPORT OF THE JOINT TREASURY-FEDERAL RESERVE STUDY
ofF THE U.S. GOVERNMENT SECURITIES MARKET. 1969.
48 pp. $.25 each; 10 or more to one address, $.20 each.

JOINT TREASURY-FEDERAL RESERVE STUDY OF THE GoOv-
ERNMENT SECURITIES MARKET; STAFF STUDIES—PART
1, 1970. 86 pp. $.50 each; 10 or more to one address, $.40
each. PART 2, 1971. Out of print. PaRrT 3, 1973. 131 pp.
$1.00; 10 or more to one address, $.85 each.

OPEN MARKET PoLICIES AND OPERATING PROCEDURES—
STAFF STUDIES. 1971, 218 pp. $2.00 each; 10 or more to
one address, $1.75 each.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNT MECHA-
NisM. Vol. 1. 1971. 276 pp. Vol. 2. 1971. 173 pp. Vol. 3.
1972. 220 pp. Each volume, $3.00; 10 or more to one
address, $2.50 each.

THE ECONOMETRICS OF PRICE DETERMINATION CONFER-
ENCE, October 30-31, 1970, Washington, D.C. 1972. 397
pp. Cloth ed. $5.00 each; 10 or more to one address,
$4.50 each. Paper ed. $4.00 each; 10 or more to one
address, $3.60 each.

FEDERAL RESERVE STAFF STUDY: WAYS TO MODERATE
FLuCTUATIONS IN HOUSING CONSTRUCTION. 1972, 487
pp. $4.00 each; 10 or more to one address, $3.60 each,

LENDING FUNCTIONS OF THE FEDERAL RESERVE BANKS.
1973. 271 pp. $3.50 each; 10 or more to one address,
$3.00 each.

IMPROVING THE MONETARY AGGREGATES: REPORT OF THE
ADVISORY COMMITTEE ON MONETARY STATISTICS.
1976. 43 pp. $1.00 each; 10 or more to one address, $.85
each.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $1.00; 10 or more of same volume to one
address, $.85 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978, 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BANK HoLDING CoMPANY MOVEMENT TO 1978: A
COMPENDIUM, 1978. 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

IMPROVING THE MONETARY AGGREGATES: STAFF PAPERS.
1978. 170 pp. $4.00 each; 10 or more to one address,
$3.75 each.

1977 CoNsUMER CREDIT SURVEY. 1978. 119 pp. $2.00 each.

Frow oF FUNDS ACCOUNTS. 1949-1978. 1979. 171 pp. $1.75
each; 10 or more to one address, $1.50 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicy AND CAPITAL FORMATION, 1981. 326 pp.
$13.50 each.

NEw MONETARY CONTROL PROCEDURES: FEDERAL RE-
SERVE STAFF STUDY, 1981.



SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATLS:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981. 55 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60.00 per
year,

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year.

Securities Credit Transactions Handbook. $60.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year.

Rates for subscribers outside the United States are as
Jollows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Each Handbook, $75.00 per year.

WELCOME TO THE FEDERAL RESERVE. December 1982.

PrOCESSING BANK HOLDING COMPANY AND MERGER APPLI-
CATIONS

SUSTAINABLE RECOVERY: SETTING THE STAGE. November
1982.

REMARKS BY CHAIRMAN PAUL A. VOI CKER, AT ANNUAL
HuMAN RELATIONS AWARD DINNER, December 1982.

REMARKS BY CHAIRMAN PAUL A. VOLCKFR, AT DEDICATION
CEREMONIES: FEDERAL RESERVE BANK OF SAN FRAN-
cisco. March 1983,

RESTORING STABILITY. REMARKS BY CHAIRMAN PAUL A.
VOLCKER. April 1983,

CREDIT CARDS IN THE U.S. EcoNoMY: THEIR IMPACT ON
CosTs, PRICES, AND RETAIL SALES.

July 1983. 114 pp.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and . . . Age

The Equal Credit Opportunity Act and . . . Credit Rights n
Housing

The Equal Credit Opportunity Act and . . . Doctors, Law-
yers, Small Retailers, and Others Who May Provide Inci-
dental Credit

The Equal Credit Opportunity Act and . . . Women

Fair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Instructional Materials of the Federal Reserve System

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committec
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

A73

Truth in Leasing
U.S. Currency
What Truth in Lending Means to You

STAFF STUDIES- Summaries Only Printed in the
Bulletin

Studies and papers on economic and financial subjects that

are of general interest. Requests to obtain single copies of

the full text or to be added to the mailing list for the series

may be sent to Publications Services.

113. BErLow THE Borrom LINE: THE USk OF CONTINGEN-
cIES AND COMMITMENTS BY COMMERCIAL BANKS, by
Benjamin Wolkowitz and others. Jan. 1982, 186 pp.

114. MuLTIBANK HOLDING COMPANIES: RECENT EVIDENCE
ON COMPETITION AND PERFORMANCE IN BANKING
MARKEIS, by Timothy J. Curry and John T. Rose. Jan.
1982. 9 pp.

115. Costs, ScCALE EconoMIES, COMPETITION, AND PROD-
ucT Mix IN THE U.S. PAYMENTS MECHANISM, by
David B. Humiphrey. Apr. 1982. 18 pp.

116. DivisiA MONETARY AGGREGATES: COMPILAIION,
DATA, AND HISTORICAI BEHAVIOR, by William A.
Barnett and Paul A, Spindt. May 1982. 82 pp.

117. THE COMMUNITY REINVESTMENT ACT AND CREDI1
ALLOCATION, by Glenn Canner. June 1982. 8 pp.

118, INTEREST RATES AND TeERMS ON CONSTRUCTION
Loans A1 CoOMMERCIAL BANKS, by David F. Seiders.
July 1982, 14 pp.

119. STRUCTURE-PERFORMANCE STUDIES IN BANKING: AN
UPDATED SUMMARY AND EVALUATION, by Stephen A,
Rhoades. Aug. 1982. 15 pp.

120. FOREIGN SUBSIDIARIES OF U.S. BANKING ORGANIZA-
TIONS, by James V. Houpt and Michael G. Martinson,
Oct. 1982. 18 pp.

121. REDLINING: RESEARCH AND FEDERAL LEGISI ATIVE
RESPONSE, by Glenn B. Canner. Oct. 1982. 20 pp.

122. BANK CAPITAL TRENDS AND FINANCING, by Samuel H.
Talley. Feb. 1983. 19 pp. Qut of print.

123, FINANCIAL. TRANSACTIONS WITHIN BANK HOLDING
CoMPANIES, by John T. Rose and Samuel H. Talley.
May 1983. [1 pp.

124. INTERNATIONAL BANKING FACILITIES AND THE EURO-
DOLLAR MARKET, by Henry S. Terrell and Rodney H.
Mills. August 1983. 14 pp.

125. SEASONAL ADJUSTMENT OF THE WEEKLY MONETARY
AGGREGATES: A MODEL-BASED APPROACH, by David
A. Pierce, Michael R. Grupe, and William P. Cleveland.
August 1983. 23 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale W.
Henderson. August 1983. 5 pp.

*127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARcH 1975, by Margaret L.
Greene.

*128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPIEMBER 1977-OCTOBER 1981, by Marga-
ret L., Greene,

*129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980-OcTOBER 1981, by Margaret
L. Greene.



130. EFFFCTS OF EXCHANGE RATE VARIABILITY ON INTER-
NATIONAL TRADE AND OTHER ECONOMIC VARIABLES:
A REVIEW OF THE LITLRATURE, by Victoria S. Farrell
with Dean A. DeRosa and T. Ashby McCown. January
1984 21 pp.

131. CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
DeurscHt. Mark INTERVENTION, by Laurence R. Ja-
cobson. October 1983. 8 pp.

132, TIME-SERIES STUDIES OF THE RELATIONSHIP BETWEEN
EXCHANGE RATES AND INTERVENTION: A REVIEW OF
THE TECHNIQUES AND LITERATURE, by Kenneth Ro-
goff. October 1983. 15 pp.

133. RELATIONSHIPS AMONG EXCHANGE RATES, INTERVEN-
TION, AND INTEREST RATES: AN EMPIRICAL INVESTI-
GATION, by Bonnie E. Loopesko. November 1983. 20
pp.

134. SMmai1. EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. Tryon. October 1983. 14 pp.

*135. SMaLL Empirical MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMANY,
AND JAPAN, by Deborah J. Danker, Richard A. Haas,
Dale W. Henderson, Steven A. Symansky, and Ralph
W. Tryon.

136. THE EFFEcTS oF F1scaL PoLicy oN THE U.S. EcoNo-
MY, by Darrell Cohen and Peter B. Clark. January 1984,
16 pp.

*The availability of these studies will be announced in a
forthcoming BULLETIN,

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Survey of Finance Companies. 1980. 5/81.

Bank Lending in Developing Countries. 9/81.

The Commercial Paper Market since the Mid-Seventies. 6/82.

Applying the Theory of Probable Future Competition. 9/82.

International Banking Facilities. 10/82.

U.S. International Transactions i 1982. 4/83.

New Federal Reserve Measures of Capacity and Capacity
Utilization. 7/83.

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.



Index to Statistical Tables

References are to pages A3 through A66 although the prefix ‘A’ is omitted in this index

ACCEPTANCES, bankers, 9, 24, 26 Demand deposits—Continued
Agricultural loans, commercial banks, 18, 19, 20, 25 Ownership by individuals, partnerships, and
Assets and liabilities (See alyo Foreigners) corporations, 23
Banks, by classes, 17-20 Turnover, 14
Domestic finance companies, 37 Depository institutions
Federal Reserve Banks, 10 Reserve requirements, 7
Foreign banks, U.S. branches and agencies, 22 Reserves and related items, 3, 4, 5, 12
Nonfinancial corporations, 36 Deposits (See also specific types)
Savings institutions, 28 Banks, by classes, 3, 17-21, 28
Automobiles Federal Reserve Banks, 4, 10
Consumer installment credit, 40, 41 Turnover, 14
Production, 46, 47 Discount rates at Reserve Banks and at foreign central
banks (See Interest rates)
BANKERS acceptances, 9, 24, 26 Discounts and advances by Reserve Banks (See Loans)
Bankers balances, 17-20 (See also Foreigners) Dividends, corporate, 35

Bonds (See also U.S. government securtities)

New issues, 34

Rates, 3 EMPLOYMENT, 44, 45
Branch banks, 14, 21, 54 Eurodollars, 26
Business activity, nonfinancial, 44
Business expenditurcs on new plant and equipment, 36

Business loans (See Commercial and industrial loans) FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 32
CAPACITY utilization, 44 Federal credit agencies, 33
Capital accounts Federal finance
Banks, by classes, 17 Debt subject to statutory hmitation and types and
Federal Reserve Banks, 10 ownership of gross debt, 31
Central banks, discount rates, 65 Receipts and outlays, 29, 30
Certificates of deposit, 21, 26 Treasury financing of surplus, or deficit, 29
Commercial and industrial loans Treasury operating balance, 29
Commercial banks, 15, 21, 25 Federal Financing Bank, 29, 33
Weekly reporting banks, 18-22 Federal funds, 3, 5, 16, 18, 19, 20, 22, 26, 29
Commercial banks Federal Home Loan Banks, 33
Assets and liabilities, 17-20 Federal Home Loan Mortgage Corporation, 33, 38, 39
Business loans, 25 Federal Housing Administration, 33, 38, 39
Commercial and industrial loans, 15, 21, 22, 25 Federal Land Banks, 39
Consumer loans held, by type, and terms, 40, 41 Federal National Mortgage Association, 33, 38, 39
Loans sold outright, 20 Federal Reserve Banks
Nondeposit fund, 16 Condition statement, 10
Number, by classes, 17 Discount rates (See Interest 1ates)
Real estate mortgages held, by holder and property, 39 U.S. government securities held, 4, 10, 11, 31
Time and savings deposits, 3 Federal Reserve credit, 4, 5, 10, 11
Commercial paper, 3, 24, 26, 37 Federal Reserve notes, 10
Condition statements (See Assets and liabilites) Federally sponsored credit agencies, 33
Construction, 44, 48 Finance companies
Consumer installment credit, 40, 41 Assets and liabilities, 37
Consumer prices, 44, 49 Business credit, 37
Consumption expenditures, 50, 51 Loans, 18, 19, 40, 41
Corporations Paper. 24, 26
Profits and their distribution, 35 Financial institutions
Security issues, 34, 64 Loans to, 18, 19, 20, 22
Cost of living (See Consumer prices) Selected assets and liabilities, 28
Credit unions, 28, 40 Float, 4
(See also Thritt institutions) Flow of funds, 42, 43
Currency and coin, 17 Foreign banks, assets and liabilities of U.S. branches and
Currency in circulation, 4, 13 agencies, 22
Customer credit, stock market, 27 Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 18, 19, 20
DEBITS to deposit accounts, 14 Foreign exchange rates, 66
Debt (See specific types of debt or securities) Foreign trade, 53
Demand deposits Foreigners
Adjusted, commercial banks, 14 Claims on, 534, 56, 59, 60, 61, 63

Banks, by classes, 17-21 Liabilities to, 20, 53, 54-58, 62, 64, 65



GOLD

Certificate account, (0

Stock, 4, 53
Government National Mortgage Association, 33, 38, 39
Gross national product, 50, 51

HOUSING, new and existing units, 48

INCOME, personal and national, 44, 50, 51
Industrial production, 44, 46
Installment loans, 40, 41
Insurance companies, 28, 31, 39
Interbank loans and deposits, 17
Interest rates
Bonds, 3
Business loans of banks, 25
Federal Reserve Banks, 3, 6
Foreign central banks and foreign countries, 65, 66
Money and capital markets, 3, 26
Mortgages, 3, 38
Prime rate, commercial banks, 24
Time and savings deposits, 8
International capital transactions of United States, 52-65
International organizations, 56, 57-59, 62-65
Inventories, 50
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 17-20, 28
Commercial banks, 3, 15, 17-20, 21, 39
Federal Reserve Banks, 10, 11
Savings institutions, 28, 39

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)
Banks, by classes, 17-20
Commercial banks, 3, 15, 17-20, 21, 25
Federal Reserve Banks, 4, 5, 6, 10, 11
Insured or guaranteed by United States, 38, 39
Savings institutions, 28, 39

MANUFACTURING
Capacity utilization, 44
Production, 44, 47

Margin requirements, 27

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, §
Reserve requirements, 7

Mining production, 47

Mobile homes shipped, 48

Monetary and credit aggregates, 3, 12

Money and capital market rates (See Interest rates)

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds (See Investment companies)

Mutual savings banks, 8, 18-20, 28, 31, 39, 40 (See also

Thrift institutions)

NATIONAL defense outlays, 30
National income, 50

OPEN market transactions, 9

PERSONAL income, 51
Prices
Consumer and producer, 44, 49
Stock market, 27
Prime rate, commercial banks, 24
Producer prices, 44, 49
Production, 44, 46
Profits, corporate, 35

REAL estate loans
Banks, by classes, 15, 18-20, 39
Rates, terms, yields, and activity, 3, 38
Savings institutions, 28
Type of holder and property mortgaged, 39
Repurchase agreements and federal
funds, 5, 18-20
Reserve requirements, 7
Reserves
Commercial banks, 17
Depository institutions, 3, 4, 5, 12
Federal Reserve Banks, 10
U.S. reserve assets, 53
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51
Savings and loan associations, 8, 28, 39, 40, 42 (See also
Thrift institutions)
Savings deposits (See Time and savings deposits)
Securities (See specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 64
New issues, 34
Prices, 27
Special drawing rights, 4, 10, 52, 53
State and local governments
Deposits, 18-20
Holdings of U.S. government securities, 31
New security issues, 34
Ownership of securities issued by, 18, 19, 20, 28
Rates on securities, 3
Stock market, 27
Stocks (See also Securities)
New issues, 34
Prices, 27
Student Loan Marketing Association, 33

TAX receipts, federal, 30

Thrift institutions, 3 (See also Credit unions, Mutual
savings banks, and Savings and loan associations)

Time and savings deposits, 3, 8, 13, 16, 17-21

Trade, foreign, 53

Treasury currency, Treasury cash, 4

Treasury deposits, 4, 10, 29

Treasury operating balance, 29

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 17, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 29
U.S. government securities
Bank holdings, 16, 17-20, 22, 31
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, t1, 31
Foreign ag)d international holdings and transactions, 10,
31,6
Open market transactions, 9
Outstanding, by type and holder, 28, 31
Rates, 3, 26
U.S. international transactions, 52-65
Utilities, production, 47

VETERANS Administration, 38, 39

WEEKLY reporting banks, 18-22
Wholesale (producer) prices, 44, 49

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

P‘T])IR/\Tﬁgﬂ{\Tl lﬁkmﬂl{, 7ﬂ;n man

branch, ot factlity Zap
BOSTON* ... . ....... 02106
NEW YORK*.... .. ... 10045
Buffalo. 14240
PHILADELPHIA . 19105
CLEVELAND* 44101
Cincmnat . 45201
Pittsbuigh....... ... ..., 15230
RICHMOND*..... .. 23219
Baltimore . 21203
Charlotte . .. 28230

Culpeper Conmunications
and Records Center 22701

ATLANTA. 10301
Buomungham .. . 35283
Jacksonville . ..., 3231
Miamt . ..o 33152
Nashwville . 37203
New Orleans ... RRVNTY!

CHICAGO* .. 60690
Detrott . 48231

ST. LOUIS ... ... ... 63166
Little Rock 72203
Louisville L 40232
Memphis .. ... 38101

MINNEAPOLIS . 55480
Helena .. 59601

KANSAS CITY . 64198
Denver..... .. . 80217
Oklahoma Cuity . 73125
Omaha ...... ....... 68102

DALLAS 715222
El Paso. ... ...... 79999
Houston 77252
San Antomo 78293

SAN FRANCISCO 94120
Los Angeles... ... 90051
Portland .. . 97208
Salt Lake Cty...  ...84125

. 98124

Seattie .

Deputy Chaurman

Robert P. Henderson
Thomas 1. Atkins

John Brademas
Gertrude G Michelson
M Jane Dickman

Robert M Landis
Neviis M Cuitis

Wilham 1 Kooell

E Mandetl de Windt
Vacant
Milton G, Hulme, Ih

Willilam § Lee, 111
Leroy 1. Canoles, Jt

Robert 1. Fate

Henry Ponder

John B Weaitnauer, I
Bradicy Curtey, It

Martha A Mclnns

Jetome P Keuper

Sue McCourt Cobb

' Warren Neel

Sharon A Peths

Stanton R Cook
Edward F Brabec
Russell G Mawby

W L. Hadlkey Gnffin
Mary P. Holt
Sheftield Nelson
Sister ideen M. Egan
Patricia W. Shaw

Willlam (¢ Phullips
John B Davys, Jr.
Finest B Cornck

Dotis M, Diuty
Livine O Hockaday, =
James B Nielson
Patience Latting
Robert G. Lueder

Robert 1Y Rogers
John V. James
Mary Carmen Saucedo

Paul N Howell

[Lawience 1, Crum

Carohne 1. Ahmanson
Alan C'. Furth
Bruce M. Schwaegler
Paul £ Bradgon
Wendell J Ashton

John W Ells

President

First Vice President
Frank } Mornis
James A Mclintosh

Anthony M Solomon
Thomas M Tinlen

Edward G Bochne
Richard 1. Smoot

Karen N Horn
Witliam H. Hendnieks

Robert P Black
Junnie R. Monhollon

Robert P Forestal
Jack Guynn

Silas Keehn
Danel M. Doyle

Theodore H Roberts
Joseph P Garbanm
E Gerald Corrigan
Thomas E. Gainor
Roger Gufltey

Henry R Crerwinski

Robert ' Boykin
Wilham H Walliace

John J. Balles
Richard T. Guthth

Vice President
1 charge of branch

John U Keane

Robert 15 Showalter
Harold 1 Swart

Robert D Mc'Teer, Tt
Albert D Tiokelenberg
John G Stoides

Fred R Hert
Chatles D flast
Patrick K Batron
Jeftrey J. Wells
James D. Hawkins

Witham ¢ Comad

John F Bieen
James I+ Conrad
Randall C. Sumner

Robert 1Y McNelhs

Wayne W Marun
William G Evans
Robert . Hamilton

Joel 1. Koonce, Jt
J 7. Rowe
['homas H Robertson

Richard C. Dunn
Angelo S Carclla
A Grant Holman
Gerald R Kelly

*Additional ofhices of these Banks are located at 1 ewiston, Mamne 04240, Wiadsor T ocks, Connecticut 06096, Crantord, New Tersey 07016,
Jercho, New Yotk 14753, Ouca at Onskany, New York 13424, Columbus, Olo 43216, Columbia, South Carohna 29210, Chatleston, West
Virgima 25311, Des Momes, Towa 50306, Indianapolis, Indiana 46204, and Mibwaukee, Wisconsm $3202
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