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Developments in the U.S. Financial System

since the Mid-1970s

Thomas D. Simpson, Associate Director, Divi-
sion of Research and Statistics, prepared this
article. An earlier version of this article was
presented at a conference on The New Financial
System in Madrid, Spain, on October 8 and 9,
1987. The conference was organized by the Fun-
dacién fondo para la Investigaciéon Econémica y
Social and the Fondation Internationale des Sci-
ences Humaines.

Since the mid-1970s, the United States has seen
some of the most profound financial change in its
history. New kinds of investment and credit
arrangements have proliferated at a bewildering
pace, accompanied by derivative instruments
such as financial futures, options, and swaps.
Underlying many of these developments has
been an economy buffeted by inflation and disin-
flation and by large fiscal and external deficits. At
the same time, competition in the financial mar-
ketplace has become more intense, the U.S.
financial system has become more integrated
with those abroad, and some parts of the finan-
cial system have been deregulated.

A perspective on this change can be gained by
examining the expansion of debt owed by domes-
tic nonfinancial sectors, shown in table 1. Be-
tween 1976 and mid-1987, aggregate debt (line 6)
more than tripled, while the gross national prod-
uct, a very rough index of the capacity to service
this debt, rose much less. As a consequence, the
ratio of debt to GNP, which had been relatively
stable for most of the postwar period before the
early 1980s, has climbed markedly in recent
years. Pacing the expansion in total debt has
been the indebtedness of the U.S. government
(line 1), which grew nearly $1% trillion over the
10%-year period, with the bulk of the expansion
occurring during the 1980s. The share of out-
standing federal debt held by commercial banks
(line 1a) fell from about a fifth to only a tittle more

1. Debt owed by domestic nonfinancial sectors

Billions of dollars

: Amount outstanding -
- -Sector - ™ T
tnolt 1976:4" | 1 1987:2
1. U S. govemmem (Treasury) ..o b 0 °5158 18739
a,: Held by commercial banks: ... 105.7 .- - 194.4
: .b. Held by others,.....:;.. creeers ] 00 409,17 01,679.5
'Z ‘State and local governments........[ -7 233.8 78351
~a. 'Held by commercial banks ..... L9980 127,08,
Lo b, Held by others' ./ v i 145.6 7 - =408.1 .
3. Nonfinancial corporatnons ¥ S 3862007678
e Banks Lo CAT3 00526,
b. Commercial paper B D | s 7 S
iC Corporate bon S 2072 466
Other ..... 272 4588 "
MEM ; ol e e
B Equity (market value) ............. i 87.60 2,834.7
4. Farms and unincorporated . = "ol e 0
ST businesses ooy i Goaieagaes] 322,58 1,094.4
a. Bank loans ... . : 32.8° - 67,0
o b Mortgages and other 289,70 982.4
5. Households /..o iivv 851750 12,7046
a. Consumer debt ., 2439 0 71930
“ Qwed to commercml banks ;o0 | 118,00 317.6.
. " Qwed to others.....,.. i waei o 1259 o AORT
: b Home mortgages TR v 529,40 12427
c. Otherdebt.... ...l .o o TB4 e
6. Total domestic nonﬁnancnal debt ] 22,5097 .7,930.8
MEmoO ) S
SONP i i e e 1,843.7 4,457.1
Debt asa percentage of GNP ........ 136.1 1779

1. Includes mortgages and industrial development bonds.
e Estimated.

than a tenth—implying a massive absorption by
the nonbank public, including foreign purchas-
ers. The rise in state and local debt over this
period (line 2) was less dramatic, again with most
of it accumulated by nonbank holders.

The private sectors—households and nonfi-
nancial businesses—also have been heavy bor-
rowers, especially in recent years. Businesses
(line 3) have tapped commercial banks and the
bond market in volume; also of note is the sharp
rise in commercial paper, a nonbank source of
short-term funds used by a growing number of
firms.

Growth of household indebtedness (line 3),
including mortgages and consumer credit, also
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has been substantial. A surge in revolving con-
sumer credit—mostly at commercial banks—as-
sociated with a proliferation and growing use of
credit cards captured much attention around the
mid-1980s. The trillion-dollar-plus advance in
home mortgages (line Sb) has provided the raw
material for a growing array of mortgage securi-
ties; in addition, a portion of the buildup of
mortgage debt has reflected borrowing against
accumulated home equity, a type of credit that
has become popular of late while other forms of
household debt have been losing their tax de-
ductibility,

Because this period of rapid debt expansion
also has been one of unrealized expectations and
severe hardship for many, certain parts of the
financial system, especially in the commercial
bank and thrift (or savings) sectors have experi-
enced severe strains. These strains have been
evident in the earnings performance of the bank
and thrift industries, including massive losses by
many thrift institutions and impairment of the
industry’s insurance fund. The financial system
has been responding to financial losses by devel-
oping new ways of shifting risk. A better under-
standing of trends in the U.S. financial system
over the past ten years can be gained by review-
ing the overall economic and financial back-
ground.

ECONOMIC AND FINANCIAL BACKGROUND
A major feature of the economic setting over the

past decade or so has been the inflation-disin-
flation process. As chart 1 shows, inflation—as

1. Consumer price index

Percent

10

75 . ioR0 10851987

1. Growth from fourth quarter to fourth quarter, except for 1987,
when data shown are through the third quarter.

measured by the consumer price index—picked
up in the late 1970s from already advanced
levels; reached a peak of about 13 percent in 1979
and 1980; and then fell off sharply. This infla-
tionary experience profoundly affected the pub-
lic’s expectations of inflation, which were a pri-
mary factor in boosting interest rates in this
period and in influencing wage negotiations in the
labor markets. Many consumers borrowed large
sums, which they expected to repay in greatly
inflated dollars: real estate investments, which
had been performing well in the inflationary
setting, were especially favored. In the event,
after 1981, earnings and prices, including real
estate prices, grew much less rapidly than ex-
pected, placing debt-servicing strains on many
borrowers.

Fiscal deficits widened sharply in the early
1980s, reaching the $200 billion area (5 percent of
GNP) in the expansion years 1985 and 1986
(chart 2). The resulting pressures on financial
markets are widely thought to have contributed
to the dollar’s strength over much of the first half
of the 1980s, and to a worsening current account
position (chart 2). The growing availability of
savings from abroad likely acted to limit upward

2. Current account deficit, federal deficit, and
exchange value of the U.S. dollar

Pergent of GNP

. Federal deficit . |

b o i : (;urrém, ﬂéq()l{lll: : :
S S| ] N S A | B T R R B
. T R et L Index, March 19735100

Cxuhange )\'{aluc of the U.S. doltar !
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1. Index of weighted average exchange value of the U.S. dollar

against currencies of other Group of Ten countries plus Switzerland.
Weights are global trade from 1972 through 1976 for each of the G-10.
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movements in domestic interest rates. Foreign
sources of funds thus reduced the extent to
which interest-sensitive sectors of the economy,
such as housing and investment, were con-
strained by resource transfers necessitated by
large fiscal deficits. Conversely, export indus-
tries and those competing with imports bore
more of the burden of the adjustment, and
weaker earnings in these industries added to
debt-servicing strains.

The agricultural sector was particularly hard
hit. Prices paid to U.S. farmers over the first half
of the 1980s were depressed by the strong dollar
and enlarged supplies of non-U.S. producers.
Weak output prices contributed to the sharp
decline in farm income. Weaker income, together
with historically high interest rates over much of
this period, placed heavy debt-servicing strains
on farm borrowers and stress on many of their
creditors. A plunge in the value of farmland used
as collateral exacerbated the situation.

Energy producers, especially around the mid-
1980s, also were adversely affected by external
developments, in particular the decline in oil
prices. Although lower energy prices enabled the
incomes of many borrowers to stretch further,
energy producers experienced a sharp drop in
their earnings and in their ability to service their
debts. Owing to the geographic concentration of
the energy industry, this development contrib-
uted to a generalized weakness in the so-called
oil patch, most notably Texas.

Bank loans to several heavily indebted devel-
oping countries also have soured. These coun-
tries have had difficulties servicing their external
debt because of weak markets for their exports,
high interest costs on these loans over much of
this period, and their macroeconomic and struc-
tural policies. While much progress has been
made by these countries as a group, interest
payments on some loans have been disrupted,
and banks in the United States and elsewhere
have made large provisions for losses on devel-
oping-country debt.

Meanwhile, debt growth in the household and
business sectors has greatly outpaced income in
recent years (chart 3), adding to concerns about
credit quality. The degree to which the surge in
household debt has strained the household sector
is somewhat uncertain because, in the aggregate,

3. Debt ratios
s Percent

VHouSeholc‘l ert/disposable perscnél income’; -

7 Corpotits debt/gross 7 ,
7 5 domestic business.product f0

A L e b
1970 =i 1978 1980 . 19851987 .

it has for most of this period been accompanied
by a massive buildup of financial assets. Those
household units that have accumulated large
amounts of assets along with debt have built a
cushion in the event that debt-servicing strains
become excessive. The large buildup of debt in
the corporate sector has been associated with a
wave of mergers, acquisitions, and corporate
restructurings, in which equity has been retired
with the proceeds of debt issuance. Corporations
that have increased their leverage in this way are
viewed as more vulnerable to an earnings disrup-
tion, although many analysts believe that such
higher levels of corporate leveraging impose
more discipline on management to maximize
earnings from the corporation’s assets and
thereby to enlarge the cash flow available for
debt service.

In reflection of the various debt strains, delin-
quency rates on bank loans have been very high
in recent years (table 2). In particular, farm loan
delinquencies have been on the order of 10
percent or higher. Delinquencies on commercial
and industrial loans, real estate loans, and con-
sumer loans, while distinctly lower than on farm
loans, have been at historically high levels. Loan
charge-offs, which generally follow delinquen-
cies, have risen considerably in recent years,
with increases evident in all major categories.

Downgradings of corporate debt in relation to
upgradings (chart 4) are another indicator of
credit quality in the business sector. Over the
1980s, the number of downgradings has been
very high. Indeed, in the economic expansion
since the 1981-82 recession, an unusually high
number of bonds have been downgraded in that
the number of downgradings typically falls as an
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-

. Delinquency rates at large insured commercial banks, by type of loan'

Delinquent loans as a percent of average amount outstanding, annual rate

§ . : 1986 1987% .
- Type of loan 19832 19842 19852
: ¥ ‘ ' Qi Q2 Q3 Q4 Q1 Q2
Real estate loéns ..... 6.61 5.79 5.25 5.46 5.30 5.02 5.19 5.44 : 5.08
Commercial and - : i .
industrial loans ., 7.39. 6.18 5.59 5.55 572 5.79 5.52 6.45 6,33
Consumer loans ..., 2.65 2,59 3.01 3.38 3.20 317 3.33 344 3.29
vFarm loans ©......v.5 [ ©-10.85 11.14 2939 12.60 12,52 10.58 - -10.36 13.87 12.66
Other loans in : . : B
domestic offices®.| .7 3.78 2.64 2.47 222 2.10 2.04 2.03 7.14 6,77
Loans in foreign - . . ’
“oofficeSy i 4.95 5.76 5.50 4.62 4,55 4.39 4.52 na. - n.a.;
Total, vl 5,74 5.1t 4,73 4.59 4.55 4.44 4.46 5.82° 5.57..0
MEMo ‘ . o
Total for all banks.... 5.54 5.01 478 4.84 4.79 4.62 4.61 5.72 5.45

1. Delinquent loans include nonaccrual loans, as well as those past
due 30 days or more and still accruing. These data are for banks with
at least $300 million in assets, except the last row, which is calculated
for all insured U.S.-chartered commercial banks.

2. Figures for 1983, 1984, and 1985 are averages of quarterly data.

3. Series break: Beginning in March 1987, banks report delinquent
loans in domestic offices and foreign offices on a consolidated basis.

expansion matures. In part, downgradings in
recent years have reflected the sharp rise in
corporate leveraging.

Overall, the period since the mid-1970s has
been one of greater interest rate risk. Interest
rate volatility increased greatly at the end of the
1970s—at a time of higher interest rates (chart
5)—an event widely associated with the Federal
Reserve's shift to a reserves-based operating
procedure in October 1979. The objective of the
operating procedure was to obtain tighter control
over the money stock in order to curb infla-
tionary pressures more effectively. A by-product
of this change was more scope for movements in

4, Changes in Moody’s corporate bond ratings

. Downgrades 150

- 100

A 50
: o e ’ U'pgrad__csi :
e s B

|
1975 -1980 1985

1987:

Nﬁﬁer

Thus, loans previously reported for foreign offices are now included in
loans by type. Also, in contrast to earlier data, which are averages of
quarter ends, first-quarter data for 1987 are calculated on an end-of-
quarter basis.
4. Beginning in 1987, includes other loans booked in foreign offices.
n.a. Not available.

short-term interest rates. As shown in table 3,
both short-term and long-term rates became
much more volatile beginning in late 1979 and
continuing through the early 1980s. Volatility
diminished subsequently, but it remains above that
of the 1970s. These events heightened the sensi-
tivity of financial market participants to interest
rate risk, leading to many behavioral adaptations
and new financial products—including financial
futures and options. In particular, savings insti-
tutions that traditionally had raised short-term
funds to hold long-term assets sought various
ways to control and limit exposure to interest
rate risk; some did so through changes in portfo-

5. Treasury rates!

5 Percent

)  30-year Treasury bond? by-"j~l‘5

S

3emionth Treasuly bill‘i B 5 :

Lol Wi
- 1980 - 19877

S N O
1975

e
1985

Data for 1987 plotted through the second quarter.
Source. Moody's Investors Service.

1. Monthly data.
2. Before February 1977, data shown are for 20-year Treasury bonds.
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3. Interest rate volatility measured as the standard
deviation of daily changes

Basis points

' : . Certificates of s

et ‘| Treasury bills : Treasury bonds
(Period |V Gamonth) | PO | GOyear)
1975-79 ) 6.0 27
1979-822...;| = 289 32.4 14.4
1982-87%.... = 8.1 -89 8.0

1. September 1975 through August 1979 for 3-month bills and CDs.
For the 30-year bond, the period is September 1977 through August
1979.

2. October 1979 through September 1982,

3. October 1982 through September 1987.

lio management, including the use of interest rate
futures and other hedging instruments.

Other developments have had a significant
impact on the financial system since the mid-
1970s. The deregulation of deposit rates began in
mid-1978, when a new retail deposit instrument,
the six-month money market certificate, was
introduced with a regulatory rate ceiling that
adjusted with rates in the open market. In early
1980, the Congress enacted the Depository Insti-
tutions Deregulation and Monetary Control Act,
landmark legislation that mandated the removal
of all interest rate ceilings in an orderly fashion
by April 1986. In practice, rate ceilings were
taken off in stages, with the final measures oc-
curring in early 1986, At present, banks are
prohibited from paying interest only on demand

. deposits.

Asset quality problems of U.S. banks have
taken their toll on bank earnings, especially for
some institutions (chart 6). Earnings as a per-
centage of assets weakened over much of the
1980s, with the erosion being highly pronounced
at the poorer-performing institutions (the lowest

6. Dispersion of commercial bank earnings

‘ Return on assets, percent
- 9Sth percentile b T e

40+ '

SR Sl 51h"perécp§ile S
B N R T i (S
1975 1980 e 1988 198T

Annual data. For 1987, data are for the first half (annual rate).

S percent in earnings). In the thrift industry
(chart 7), earnings were depressed in the early
1980s by the adverse movement in interest mar-
gins accompanying the sharp rise in rate levels.
Subsequently, the top half of the industry has
recovered, while the poorer earners have slipped
dramatically. The bottom segment of the indus-
try has created extraordinary difficulties for the
Federal Savings and Loan Insurance Corpora-
tion, which has recently required legislative ac-
tion to provide more financial resources to deal
with insolvent institutions.

The earnings problems faced by U.S. banking
and thrift organizations added to their costs of
raising funds in the wholesale markets. More-
over, regulatory policy has shifted toward in-
creased capital requirements for banks and thrift
institutions. As capital requirements have be-
come more binding, banks and thrift institutions
have sought new ways of conducting business
without adding to their assets that are subject to
such requirements and have turned to so-called
off-balance-sheet activities and loan sales.

The increasing sophistication of borrowers and
lenders in the financial marketplace is another
important factor contributing to change in the
financial system. Against the backdrop of the
computer revolution and vast improvements in
telecommunications, investors have become
more aware of alternatives and more sensitized
to differentials in yields and risk, while borrow-
ers have become more aware of alternative bor-
rowing opportunities. Closely related to the
growing awareness of investment and borrowing
alternatives has been a rising level of competition

7. Dispersion of thrift institution earnings

7 Return on assets, percent ;

: ’951Ah percentile‘ g

~*"SO0th percentile - -

. e %
S Industryiaverage o T

o e ; St percentile\, L
T : o ~=4

Sl e G R e LN o G e 1
1980, . ° ' 1985 1987
Annual data for FSLIC-insured institutions. For 1987, data are for
the first quarter (annual rate).
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in the financial marketplace. In the banking sec-
tor, foreign banks have gained a presence in U.S.
credit markets by establishing a large number of
banking offices, mainly in major money centers,
and have aggressively pursued U.S. customers
by emphasizing credit services and offering at-
tractive terms. The number of branches and
agencies of foreign banks has more than tripled
over the past decade, while their share of the
loan market—especially business loans—has
climbed.

Access by businesses to the open markets has
improved over this period, most visibly in the
commercial paper market, which has expanded
several-fold from only about $10 billion outstand-
ing in the mid-1970s. Many borrowers have en-
tered this market, aided by bank credit lines
supporting their paper issuance or by bank stand-
by letters of credit. Also, a growing number of
firms has been able to tap the bond market for
long-term credit as the high-yield or ‘‘junk bond”’
market mushroomed in the mid-1980s.

RESPONSES OF THE
U.S. FINANCIAL SYSTEM

Against the background of heightened interest
rate and credit risk and growing competition,
financial institutions and markets have re-
sponded in many ways, only some of which can
be highlighted in this article. Among the more
important have been the increasing reliance on
futures markets as a means of shifting risk,
generally more prompt adjustment of deposit and
loan rates to changes in open market rates,
off-balance-sheet activities and asset sales by
depositories, and securitization of credit.

Financial Futures

Activity in financial futures and options has
soared since the introduction of these instru-
ments in the 1970s. The number of contracts and
types of users of these so-called derivative in-
struments have expanded greatly, contributing to
the sharp rise in trading volume. A great deal of
attention has focused on the markets for financial
futures and options in the wake of the stock
market crash in October 1987. Public scrutiny

has centered on the possible contribution of
these instruments to market volatility—including
the collapse on October 19—while users of these
instruments have been reassessing the degree to
which they satisfy hedging needs, especially in
the event of extreme market turbulence.

Interest rate futures were introduced in 1976
and have figured prominently in efforts to shift
interest rate risk in the more volatile rate envi-
ronment of the late 1970s and early 1980s, Inter-
est rate futures are one means available to com-
mercial banks and savings institutions to limit
their exposure to interest rate risk associated
with maturity mismatches, traditionally a more
serious problem for thrift institutions, which
have depended on short-term deposits to fund
long-term mortgages. Interest rate futures also
have been used by underwriters of credit market
instruments to limit their exposure to interest
rate risk while they are originating and distribut-
ing new issues. Perhaps the major users of inter-
est rate futures, however, have been securities
dealers with large trading-account positions.

While many types of interest rate futures are
available, those on Treasury bills, Eurodollar
deposits, and Treasury bonds have come to
dominate the market. Because the correlation
between prices for these instruments and those
on other securities is less than perfect, market
participants using such futures contracts to cover
positions in other securities are left with some
risk, so-called basis risk. On occasion, hedgers
using contracts in these instruments, especially
futures on Treasury bonds, to cover positions in
other securities, such as mortgage securities,
have incurred appreciable losses owing to differ-
ential movements in prices.

Futures and options on stock indexes were
introduced around the time of the advance in
prices of equities in 1982. These instruments
enable market participants to shift the risk asso-
ciated with generalized market price develop-
ments. To many investors, the availability of
futures and options has been viewed as a means
of protecting the value of a portfolio of securities,
so-called portfolio insurance, by selling a futures
contract or acquiring a put option on a stock
price index matching the securities actually heid
by the investor. Thus, losses arising from a
market decline can be limited. Others have come
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to view the futures and options markets as a
low-cost means of participating in general ad-
vances or declines in markets; transactions costs
associated with positions in options and futures
typically have been lower than those for cash
positions. As a consequence, price movements
frequently occur in futures and options contracts
before they appear in the cash market; indeed,
many sophisticated arbitrage strategies have
been developed to profit from this disparity.
Particularly controversial have been computer-
driven ‘‘program trading’’ strategies involving
the purchase or sale of a diversified basket of
stocks. Some believe that program trading, in-
cluding arbitrage strategies, has contributed to
stock market volatility in recent years, especially
to the collapse in mid-October 1987. Studies have
been undertaken to examine the causes of that
collapse, with particular emphasis on the role of
portfolio insurance and arbitrage strategies. In
addition, difficulties in getting prompt execution
of orders in the cash market and the apparent
tendency for index futures to trade below com-
parable prices in the cash market at that time
have led to a reexamination of the use of index
futures and options for hedging or arbitrage by
many in the market.

In principle, financial futures and options have
enabled market participants to shift interest rate
and market risk toward economic units that may
be better positioned and more willing to absorb
it. As previously noted, the availability of finan-
cial futures and options probably has encouraged
more underwriting and trading, tending to en-
hance liquidity and affording borrowers greater
access to the markets. On the other hand, hedg-
ers using these instruments still are left with the
risk that the price of the hedging instrument and
the underlying position being hedged can di-
verge, especially under turbulent market condi-
tions. In addition, futures and options contracts
enable those who are ill-equipped to handle the
risk to engage more easily in speculation, with
adverse consequences for other participants as
well as for the functioning of the financial mar-
kets.

Pricing of Loans and Deposits

At commercial banks, the process of deregula-

tion of retail deposit rates, together with compet-
itive forces, has led to prompter adjustment of
deposit rates to movements in open market rates.
The resulting pressures on costs also have con-
tributed to the faster adjustment of loan rates to
open market rates, This development has been
especially significant for small and medium-sized
banks. Larger banks traditionally have relied
more on wholesale funds and have long been
under more pressure to keep loan rates in align-
ment with those in the open market: their whole-
sale borrowing costs, primarily the rates on CDs
and federal funds, tend to move closely with
other open market rates, and their customers
tend to have better access to competing sources
of credit. Before the late 1970s, when the dereg-
ulation process began, deposit and loan rates at
small and medium-sized banks moved very little,
even when open market rates swung quite
sharply. Since deregulation began, such rates at
small- and medium-sized banks have become
more responsive to market developments.

The pricing of business loans also became
more directly tied to open market rates over this
period, especially at larger banks. Contributing
to the shift from the prime rate, an administered
rate, to an open market reference rate were
foreign banks that were seeking a market share in
the United States through their branches and
agencies. Today, business loan customers com-
monly have loan commitments with both prime
and open market base-rate options. In practice,
customers of the money center banks elect loans
with a money market reference rate more often
than they choose prime rate loans, as table 4
shows. In May 1987, only a fifth of business loans
extended by the very large money center banks

4. Pricing of business loan extensions at U.S, banks,
May 1987

Percent of loan extensions
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were linked to the prime rate, while nearly two-
fifths were linked to the federal funds rate and
another one-fourth were tied to other domestic
money market rates, such as the CD or Treasury
bill rate. Loans linked to interest rates outside
the United States (including the LIBOR) and
priced in other ways represented only a small
fraction of the total. At other large banks, the
prime-based share is a little larger, and the open-
market-based share, smaller but still well above
that of a decade earlier. Most business loans
made by the smaller banks continue to be tied to
the prime, although market-based lending by
these institutions has become significant.

Meanwhile, some larger banks have sought to
use deregulated retail deposits as a means of
reducing their dependence on wholesale funds.
Retail deposits generally have been viewed as a
more stable source of funds than are wholesale or
managed liabilities, especially at a time when the
availability of funds in the wholesale market
appears to be sensitive to shifts in sentiment
about the strength of banking organizations.
Moreover, some institutions evidently have
viewed the substitution of core deposits for
wholesale funds as a means of lowering interest
costs over the long run; at times, banks have
used their freedom to set retail deposit rates to
bid aggressively for such balances, apparently
expecting to reduce their rates after an introduc-
tory period or roll them over at lower rates. For
example, the share of assets funded by retail core
deposits rose appreciably from a very low level
at large money center banks in late 1982, after a
major deregulatory measure that introduced the
money market deposit account, and it has subse-
quently edged higher.

Viewed somewhat differently, the concern
about the quality of large bank loan portfolios,
heightened since 1982 by events involving devel-
oping-country debt, has added to the premium
over open market rates that banks, some highly
vulnerable banks in particular, have had to pay
on wholesale deposits, while also adding to the
attractiveness of federally insured retail deposits.
The added premium that many banks now pay
has put upward pressure on bank costs, and
therefore more high-grade corporate borrowers
have gone directly to the open market for credit.
In essence, the attractiveness of credit offered by

banking organizations has fallen for many pre-
mium customers, as open market credit has
become relatively less costly to them.

Capital Requirements, Standby Letters of
Credit, and Loan Sules

In the midst of the profound changes taking place
in the financial system, the capital requirements
on the large banks have been stiffened, in recog-
nition of the increased risk exposure of these
banks and a desire to limit exposure of the
federal deposit insurance fund, Capital require-
ments for the large banks were tightened both
formally, by specifying a minimum primary cap-
ital ratio, and informally, through the examina-
tion and applications process. Because off-bal-
ance-sheet activities were initially excluded from
formal capital requirements, banks had an incen-
tive to expand such activities in lieu of placing
loans on their books. In particular, standby let-
ters of credit soared from about $40 billion in
1980 to almost $170 billion in 1985 (chart 8) .
Through a standby letter of credit (SLC), a bank
could support the commercial paper, notes, or
bonds of a customer without maintaining the
level of capital that would be required if the
customer’s obligation had been booked as a loan.
The market regards the customer’s obligation
backed by the SL.C much as it regards the bank’s
obligation, thereby securing the customer access
to markets on terms comparable with those for
the bank. This development has encouraged the
separation of the credit support function of com-
mercial banks from the funding function. Since
1985, however, the volume of SLCs has leveled
off as regulators have increasingly taken SLCs

8. Standby letters of credit at all
insured commercial banks

Billions of dollars:

1976 . 1980

Quarterly data.
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into account informally in the examination and
applications review processes, as the credit rat-
ings of some banks deteriorated relative to their
top customers, and as support grew for a pro-
posed risk-based capital standard that would
include such off-balance-sheet activities in the
formal computation of capital requirements. That
proposal took on an international dimension
when authorities of the United States and the
United Kingdom proposed common treatment of
capital standards and, subsequently, when other
nations became involved.

Larger banks also have increasingly originated
loans with a view to selling them or offering
participations. In this way, they can collect orig-
ination and servicing fees by advancing credit to
an established customer yet need not hold capital
against it, provided the buyer of the loan does not
have recourse to the bank in the event of default
(through a standby letter of credit or other guar-
antee). To date, banks—including foreign
banks—presumably with less binding capital re-
quirements have bought a good portion of such
loans sold by large banks. This development
further unbundles the traditional banking rela-
tionship by separating the lending function, in
this case into origination and funding compo-
nents. Although most of these asset sales have
taken the form of business loans, a few banks,
with the aid of investment bankers, have struc-
tured sales of automobile loans and other receiv-
ables, most notably credit card receivables, in
the form of pass-through participations in a pool
of such claims or bonds backed by receivables.

Adaptations by Savings Institutions

Savings institutions better appreciated the extent
of their vulnerability to interest rate risk in the
carly 1980s after the rise in the level of interest
rates across the maturity spectrum. This increase
in interest rates quickly added to the cost of
funds at thrift institutions, predominantly for
shorter-term deposits, while returns on holdings
of fixed-rate mortgages did not register a com-
pensating increase. Indeed, under these circum-
stances mortgage borrowers with relatively low
fixed rates became less inclined to prepay, lead-
ing to an even more sluggish upward adjustment

of asset returns to the new higher level of market
rates. As a consequence, savings institutions
incurred record losses in the early 1980s and
failures soared.

Many of the surviving institutions have de-
voted greater effort to managing interest rate
risk. These institutions and their supervisors now
follow more closely their exposure to interest
rate risk by monitoring gaps between the matu-
rities of assets and liabilities. Several methods
have been used to shorten the repricing interval
on assets and to lengthen the repricing interval
on liabilities. One is the adjustable-rate mortgage
(ARM). Such mortgages typically have the same
maturity as the standard fixed-rate mortgage but
carry interest rates that adjust at regular intervals
to a benchmark rate, Commonly used benchmark
rates are the yield on one-year Treasury securi-
ties and a published measure of the cost of funds
to savings institutions. The share of conventional
mortgages with adjustable-rate features was one-
half or more of the total originated from mid-1983
to late 1985, a time when initial rates on these
mortgages were low compared with those on
fixed-rate mortgages. Borrowers nonetheless
continue to show a preference for fixed-rate
mortgages. Strong borrower interest in ARMs
has been evident only when rather large rate
differentials between ARMs and fixed-rate mort-
gages have prevailed, with such differentials en-
larged at times by concessionary terms granted
by the lender in the first year of the mortgage.
Moreover, data on refinancings in 1986 and early
1987 indicate that many ARM borrowers are
quick to refinance with fixed-rate mortgage credit
when such rates fall markedly.

Another method used by savings institutions to
shorten the effective maturity of their assets is
the collateralized mortgage obligation (CMO).
The CMO is a multiclass pay-through bond se-
cured by mortgages or mortgage securities. Re-
payments (including prepayments) are applied to
different classes of bondholders at different rates.
The CMO enables the cash flow from a pool of
mortgages, which is inherently uncertain because
of the prepayment option to be structured into
various broad maturity classes. Savings institu-
tions have found the short maturity classes of
CMOs an attractive form in which to hold mort-
gage assets because such CMOs have effective
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maturities more in line with maturities on deposit

liabilities and because they have yields that ex--

ceed those on highly liquid money market instru-
ments. Recently, CMOs have been offered with
an adjustable-rate feature, further enhancing the
appeal to many thrift institutions. As noted be-
low, CMO issuance has soared in recent years,
with savings institutions thought to be important
holders of the short maturity classes. In some
cases, thrift institutions retain the shorter matu-
rity classes of CMOs that they themselves issue
while in others they acquire these classes from
other issuers.

Savings institutions also have attempted to
lengthen effective maturities of liabilities. A tech-
nique used by many savings institutions is the
interest rate swap, in which the thrift in effect
trades an adjustable-rate obligation—that is, a
regularly repriced obligation—for a fixed-rate
obligation. The overall swap market has grown
dramatically from virtually nothing in the early
1980s to several hundred billion dollars recently,
with savings institutions holding a significant
share of the fixed-rate component,

Savings institutions also compete aggressively
for longer-term retail deposits. In relation to
commercial banks they typically offer a larger
premium for time deposit balances than for more
liquid accounts and generally have been more
successful than commercial banks in attracting
time deposits, despite adverse publicity about
the financial condition of the thrift
industry. '

Another device recently developed by savings
institutions to reduce risk is the mortgage strip,
in which the interest flow from a pool of mort-
gages and the principal are divided and sold as
separate interest-only and principal-only securi-
ties. For the interest-only security, the average
length of the interest flow depends on the level of
interest rates. As interest rates fall and principal
prepayments pick up, cash flow on the interest-
only security declines. Conversely, if interest
rates rise and prepayment activity slows, cash
flow on the interest-only security improves. As a
consequence, the interest-only security is
thought to be a hedge against a rise in market
rates for an institution with a maturity mismatch
in the form of more long-term assets than liabil-
ities. Some thrift institutions reportedly have

acquired interest-only portions of mortgage pools
as a hedge.

Meanwhile, the savings industry has re-
sponded to maturity imbalances, higher capital
requirements, and borrower preferences for
fixed-rate mortgages by originating fixed-rate
mortgages for sale. In this way, thrift institutions
can meet customer demands for mortgages and
earn an origination and servicing fee while not
aggravating maturity mismatches or adding to
capital requirements. Fixed-rate mortgages are
sold to other depository institutions but most
often to the Federal National Mortgage Associa-
tion (FNMA) or the Federal Home Loan Mort-
gage Corporation (FHLMC), two federally re-
lated agencies that play a central role in the
secondary mortgage market. These institutions
pool such mortgages and issue pass-throughs, by
which holders receive an undivided interest in
the pool. Savings institutions also swap mort-
gages for mortgage pass-through securities that
contain the mortgages sold. Pass-through securi-
ties are more liquid than the underlying mort-
gages and can be used as collateral for certain
kinds of borrowing. Another federal institution,
the Government National Mortgage Association
(GNMA), guarantees payments on pass-through
securities issued against pools of federally in-
sured mortgage loans.

Securitization

The securitization of loans, another major recent
development in financial markets, has been most
evident for mortgages. The most prominent in-
strument is the mortgage pass-through security.
As chart 9 illustrates, mortgage pass-throughs
have grown from miniscule proportions of all
residential mortgage debt in the early 1970s to
about one-third, or $600 billion, in mid-1987. The
strong growth in mortgages in 1985 and 1986 and
borrower preference for fixed-rate mortgages
helped to boost pass-through volume substan-
tially, Federally related mortgage pass-
throughs—those guaranteed or issued by
GNMA, FNMA, and FHLMC—account for all
but a small portion of mortgage pass-throughs.
The standardization requirements for underlying
mortgages, the liquidity generated by the size of
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9. Home mortgage debt outstanding
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the market, and the federal support of the pools
have led to their dominance in the market. Nev-
ertheless, even though such securities are not
viewed as entailing much, if any, credit risk to
investors, they do embody a significant amount
of prepayment risk. As already noted, mortgage
prepayments tend to rise as mortgage rates fall—
reflecting refinancing of existing mortgages and
more turnover of homes—and to decline as mort-
gage rates increase; this relationship is a rela-
tively loose one, however, and thus the slippages
add to prepayment uncertainty and risk. Conse-
quently, mortgage pass-through yields contain a
premium over federal government securities,
with comparable expected maturities, that re-
flects such prepayment uncertainty. This pre-
mium tends to vary directly with interest rate
volatility. :

Mortgage pass-through securities have become
the raw material for various derivative products.
These include the CMOs and interest-only and
principal-only obligations issued by private enti-
ties. Such instruments represent an alternative
for dealing with prepayments and prepayment
uncertainty. In view of the complexity of admin-
istering mortgage securities—such as assembling
and maintaining records on the underlying mort-
gages, principal and interest payments, and pre-
payments—the introduction of these instruments
and development of these markets have been
highly dependent on advances in computer and
information technology.

The concept of the pass-through subsequently
has been extended to other Kinds of loans, mainly
automobile loans and credit card receivables.
The latter represent unsecured loans while the
former, like mortgages, are collateralized by the
automobiles being financed; letters of credit have

been used to enhance both types of pass-
throughs. Banks selling off such loans are able to
relieve some pressure on capital positions while
collecting origination and servicing fees. For
such consumer receivables, prepayment uncer-
tainty is minimal, in part because the incentive to
prepay when interest rates change is relatively
small. At present, the amount of securitized
automobile and credit card receivables is rather
small, on the order of $15 billion, mostly in the
form of automobile securities. While banks have
been the only issuers of credit card pass-through
securities, automobile finance subsidiaries are
thought to have a larger share in the securitiza-
tion of automobile paper.

The term ‘‘securitization’’ has been applied to
much more than pools of mortgages and con-
sumer loans and their derivative instruments,
Some have viewed as securitization the sale of
business loans and the growing reliance on the
commercial paper market by firms that had been
heavily dependent on commercial banks; such
loans and paper may be enhanced by bank
standby letters of credit or loan commitments. In
addition, the growing ability of many lower-rated
firms to tap the bond market as an alternative to
long-term bank financing has been regarded as
securitization. Clearly, the wider availability of
information on such credits and in the case of
low-rated bonds, the recognition of the benefits
of diversification (including through mutual
funds), have reinforced the securitization trend.
Issuance of high-yield (or below-investment-
grade) bonds roughly doubled from mid-1985 to
mid-1987, at a time when investors also absorbed
a larger volume of bonds offered by investment-
grade issuers (see chart 10). The market for

10. Gross issuance of nonfinancial corporate bonds
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low-grade bonds, however, received a setback
following the mid-October stock market crash—
as investors evidently reassessed the prospects
for debt service in the event of an economic
slowdown or, a less favorable climate for asset
sales—and the volume of offerings has fallen
markedly. Whether the market can
regain its earlier momentum remains an open
question.

As securitized assets work their way into in-
vestor portfolios and compete with traditional
securities, the linkage between interest rates on
loans that can be securitized and those on open
market instruments becomes tighter. Not only
does investor behavior directed toward maximiz-
ing yield—adjusted for credit, interest rate, and
prepayment risk—act to bring rates on loans that
can be securitized into line, but the originators of
loans and the underwriters of securitized assets
must keep a close eye on yields on competing
assets in investor portfolios when they make
loans or acquire them for securitization. Table 5
illustrates the tightening linkages between the
commitment rate on fixed-rate home loans and
the 10-year Treasury bond yield, a maturity that
is roughly comparable with the expected life of
30-year mortgages. The change in the mortgage
rate measured in basis points in the week follow-
ing a change in the Treasury yield (standardized
to be a 10-basis-point change) has quadrupled
from the 1975-79 period to the 1986-87 period.
In the late 1970s, the short-run responsiveness of
mortgage rates was minimal: a change of only 2
basis points on average per each change of 10
basis points in Treasury yields. Responsiveness
picked up a little over the first half of the 1980s,
and in the past couple of years, with the surge in
the volume of mortgage pass-throughs, the
change in the mortgage rate climbed to more than
8 basis points on average per change of 10 basis

5. Change in mortgage rate in week after change in
10-year Treasury yield'
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1. The mortgage rate is the commitment rate on fixed-rate home
loans. Both rates arc weekly averages; 1987 observations are through
mid-November.

points in the Treasury rate. In the spring of 1987,
at a time when bond prices plunged in close
association with a plunge in the dollar, stories
abounded of mortgage lenders adjusting their
rates daily, or even more frequently, in conjunc-
tion with developments in foreign exchange mar-
kets and domestic credit markets.

CONCLUSION

The financial system in the United States has
been affected greatly over the past decade or so
by drastic alterations in the economic setting.
Interest rates have swung widely over this pe-
riod, in large part reflecting changing inflation
experience and expectations; in addition, interest
rates have come to be viewed as inherently more
volatile than was thought in the mid-1970s. While
the U.S. economy has been expanding steadily
since late 1982 and overall slack in resource
utilization has diminished, debt-servicing strains
on many borrowers have been substantial. These
strains have reflected not only a much-dimin-
ished rate of inflation, including that on real
estate acquired as an inflation hedge, but also a
depressed agricultural sector, weakness in the
energy sector, and other imbalances associated
with large fiscal deficits and a massive erosion in
the U.S. net export position. Bank lenders also
have been affected by the debt problems of some
developing countries,

The confluence of these events—resulting to
an important degree from disinflation, global
economic slack, and a strong dollar—clearly was
not envisioned by financial institutions and mar-
kets. Nevertheless, it has had a pronounced
effect on attitudes and behavior. Participants in
financial markets generally have become more
aware and sensitive to interest rate and credit
risk. Against this background, a growing array of
financial products have been developed to enable
financial institutions and others to adjust and
shift risk exposure to better suit their preferences
and absorption capacities. The degree to which
risk can be limited through derivative products,
however, has been called into question by events
surrounding the stock market crash in October
1987.
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Commercial banks and savings institutions
have experienced large loan losses, owing to the
concentration of debt-servicing strains on their
customers. Measures taken by these institutions
in recent years to limit risk exposure are ex-
pected to reduce their vulnerability to economic
shocks in the future. The growing use of hedging
instruments is one such development. However,
many of these instruments, especially those in-
volving mortgages and their uncertain prepayments,
contain elements of risk that are not fully known
and may not be fully understood by all users.

The securitization of loans is another method
developed by depository institutions to manage
risk. Commercial banks and savings institutions
have been able to continue to originate and
service credit by selling loans, while avoiding
losses associated with changes in credit or inter-
est rate risk, provided that these loans are not
sold with recourse to the originator. When re-
course is provided, however, the capital posi-
tions of these institutions and their federal de-
posit insurance funds are exposed. Also of some
concern are the consequences for bank and thrift
portfolios of selling loans if they represent high-
er-quality credits. In these circumstances, the
average quality of loans remaining in the loan
portfolios could decline.

Federal exposure continues to be important in
the market for mortgage pass-through securities,
the largest area of securitization thus far. Indeed,
in this period of heightened concern about credit
quality and financial stability, investors seem to
have sought the protection of a direct or indirect
federal credit enhancement. Nevertheless, many
investors are adding riskier securities to their
portfolios, such as below-investment-grade
bonds. The associated risks of borrower defauit
are thus passed directly to investor portfolios
rather than to the capital positions of banks and
thrift institutions.

These developments, by affecting the inci-
dence of economic losses and the exposure of the
financial system, may influence spending behav-
ior and the way the economy functions. Spending
behavior may change if economic losses are
absorbed directly into the public’s portfolios
rather than being absorbed by the capital posi-
tions of banks and thrift institutions. More im-
portant, the securitization process has hastened
the effect of interest rate and credit market
developments on loan markets. Moreover, in this
era of tighter integration of U.S. financial markets
with those abroad, international influences on
domestic credit markets, including loan markets,
are growing. O
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Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report, covering the period August
through October 1987, provides information on
Treasury and System foreign exchange opera-
tions. It was prepared by Sam Y. Cross, Man-
ager of Foreign Operations of the System Open
Market Account and Executive Vice President in
charge of the Foreign Group of the Federal
Reserve Bank of New York.!

The dollar came under heavy downward pressure
in mid-August and again in October to close the
three-month period under review down 7 to 8
percent on balance against major foreign curren-
cies. There were three episodes of U.S. interven-
tion in the exchange markets during this period.
The U.S. authorities intervened first to restrain
the dollar’s rise in early August and then to
support the dollar in late August-early Septem-
ber and again in late October.

As the period opened, the dollar was extending
an advance that had begun in late spring. Market
participants had been impressed by official ef-
forts to stabilize dollar rates earlier in the year,
both through heavy intervention and through
coordination of economic policies among the
major nations. The dollar had shown increasing
resilience to potentially adverse developments.
The U.S. external performance finally appeared
to be improving, with U.S. net exports in real
terms rising for three consecutive quarters. The
U.S. economy was relatively bouyant, with out-
put and employment up significantly, especially
in the manufacturing sector. Thus market partic-
ipants bid for dollar-denominated assets, believ-
ing that they offered attractive investment oppor-
tunities with limited exchange rate risk.

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.

Meanwhile, the dollar benefited from develop-
ments abroad. Doubts persisted that the German
economy had shaken off the weakness so appar-
ent early in the year. Disappointing figures for
German industrial production and employment
stood in sharp contrast with indicators from the
United States and Japan that pointed to a
brighter outlook. Against this background, there
were substantial long-term capital outflows from
Germany during the summer. Also, increasing
hostilities in the Persian Gulf raised the possibil-
ity of a disruption of oil shipments, which would
have greater adverse effects on Europe where oil
inventories stood at relative low levels. When, in
addition, reports of a violent riot in Mecca on
August 1 revived interest in the dollar as a safe
haven, the dollar rose abruptly. As it passed its
highs of March against the mark, market partic-
ipants began to sense that the dollar might ad-
vance much further. The demand for dollars
became intense, and commercial and other inter-
ests began defensively to bid for dollars.

On August 4, with the dollar’s rise against the
mark accelerating, the Trading Desk at the Fed-
eral Reserve Bank of New York intervened on
behalf of the U.S. authorities to resist the upward
pressure. In keeping with the Louvre accord, the
U.S. authorities continued to intervene to foster
greater exchange rate stability on subsequent
days, selling a total of $631 million against marks
by August 10. The intervention by the U.S.
authorities was undertaken in cooperation with
the authorities in Germany and other countries.
On August 11, the dollar touched a seven-month
high of DM1.9030 against the mark, up 2V4 per-
cent from the end of July.

On August 14, the report of a U.S. trade deficit
of $15.7 billion for June brought into question the
view that the U.S. trade performance was on an
improving trend. Not only was the deficit larger
than in any previous month in 1987, but also
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deterioration was pervasive, appearing in every
regional and commodity group. The exchange
market response to this disappointing news was
limited initially, Many market participants tem-
porarily postponed selling dollars in the expecta-
tion that the resilience the dollar had shown to
negative news earlier in the summer would reap-
pear, and that they could avoid taking any signif-
icant exchange rate loss. But a few days later,
when the dollar failed to show signs of renewed
buoyancy, heavy selling emerged as many mar-
ket participants perceived that further postpone-
ment of dollar sales could expose them to sub-
stantial exchange rate risk. A decline in dollar
rates began, By early September the dollar had
declined to lows of ¥140.35 against the yen and
DM1.7880 against the mark, levels not seen since
late spring.

The dollar’s decline was accompanied by a rise
in inflation expectations. Although there was
little evidence of a generalized increase in infla-
tion, the U.S. economy was operating at rela-
tively high levels of employment and capacity
utilization, and there were some signs of upward
pressure on materials prices. Against this back-
ground, some market participants worried that a
further dollar depreciation would quickly be re-
flected in price increases for a wide range of
imports and import-competing products. In these
circumstances, U.S. market interest rates, par-
ticularly at the long end of the market, moved
sharply upward. Some also argued that U.S.
interest rates would have to be higher to com-
pensate investors for the risk that the dollar
might decline further.

In late August and early September, when
dollar rates moved toward levels that had not
been tested since the period of dollar weakness
of the late spring, the U.S. authorities intervened
on several occasions. The Desk purchased a total
of $389.5 million against Japanese yen on five
occasions between August 24 and September 2.
After the dollar moved through DM1.80 against
the mark on September 2, trading conditions
deteriorated briefly not only in the foreign ex-
change market but also in the domestic securities
markets, and the Desk purchased $50 million
against marks along with its continuing opera-
tions in yen. The Desk’s operations in late Au-
gust and early September were undertaken in

coordination with the Bank of Japan, the German
Bundesbank, and several other central banks.

The announcement of an increase of Y2 per-
centage point in the Federal Reserve’s discount
rate to 6 percent on September 4 helped to
interrupt the dollar’s decline. This action, which
was undertaken to signal the intent of the Federal
Reserve ‘‘to deal effectively and in a timely way
with potential inflationary pressures,”” helped
reassure market participants. As the month pro-
gressed, the dollar benefited in addition from
further increases in U.S. market interest rates.
The dollar also firmed in anticipation of, and then
following, meetings in Washington late in Sep-
tember at which the Finance Ministers and Cen-
tral Bank Governors of the Group of Seven (G-7)
reaffirmed their commitment to cooperate closely
to foster the-stability of exchange rates around
current  levels. News that  President
Reagan would sign legislation mandating further
reductions in the U.S. fiscal deficit also encour-
aged the market’s sense of progress in the G-7’s
efforts to coordinate economic policies to pro-
mote the adjustment of external imbalances.

Against this background, demand for dollars
increased, particularly on the part of some for-
eign investors who reportedly bought dollars to
remove hedges on their U.S. investments, given
the renewed expectation that the dollar would
remain reasonably stable. Even the report on
September 11 of a U.S. trade deficit for July of
$16.5 billion had only a limited effect on ex-
change rates. By the beginning of October, the
dollar recovered to DM1.8500 against the mark
and ¥147.60 against the yen.

At the same time, however, market partici-
pants began to feel that, in view of the diminished
pressures on exchange rates, foreign monetary
authorities would place more emphasis on other
policy objectives. Officials. of both the German
and Japanese central banks had for some time
been publicly emphasizing the importance of
responding promptly to a possible renewal of
inflationary pressures. In both countries, money
supply growth was well above official targets or
projections. In Japan, price rises in equity and
real estate markets were interpreted as indicating
excess liquidity and potential inflationary pres-
sures. Moreover, in both countries the beneficial
effects of declining oil prices and currency appre-
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ciation on domestic prices were wearing off, so
that price indexes were beginning to tilt upward.
Notwithstanding the continued disappointment
about economic growth in Germany, market par-
ticipants expected the monetary authorities of
both countries to take advantage of any oppor-
tunity to absorb liquidity. As operators moved to
secure their funding needs, long-term interest
rates remained under upward pressure and short-
term interest rates started to rise as well. Then,
Japanese officials announced new curbs on com-
mercial bank lending for the October~December
quarter; rumors began to circulate that the Bank
of Japan would soon raise its discount rate; and
Japan’s long-term credit banks raised their prime
lending rate by more than had been expected. In
Germany, the key interest rate on the Bundes-
bank’s repurchase agreements moved progres-
sively to moderately higher levels, from 3.60
percent in mid-September to 3.85 percent by
mid-October, following sharp increases in short-
term money market rates.

As interest rates moved higher abroad, market
participants took the view that, given the com-
mitment to exchange rate stability, interest rates
in the United States must move up at least as
much to maintain sufficient interest rate differen-
tials. In this context, the announcement on Oc-
tober 14 of another large U.S. trade deficit for
August at first had a much more pronounced
impact on securities and equities markets than on
the exchange markets.

But over the following days, the exchange
markets grew more concerned about the lack of
adjustment in the U.S. trade performance and
perceived greater scope for a further downward
movement of the dollar. Then, comments by
Secretary of the Treasury Baker—to the effect
that surplus countries should not raise interest
rates in the expectation that U.S. interest rates
would surely follow, and that the Louvre frame-
work could accomodate further currency adjust-
ments—imparted new uncertainties to the mar-
kets. A press article asserting that Secretary
Baker wanted to see the dollar decline was
widely assumed to be true, despite his express
denial of its accuracy. In these circumstances,
some market participants questioned the depth of
international cooperation, and others speculated
that, in the context of the Louvre accord, the

1. Federal Reserve reciprocal currency arrangements
Millions of dollars

Amount of
Institution facility,
October 31, 1987
Austrian National Bank...............oco00vinine. 250
National Bank of Belgium ................co0e00e 1,000
Bank of Canada........... 2,000
National Bank of Denmar 250
Bank of England .......... .. 3,000
Bank of France ...........ccooiveiivnivinnnneinnnns 2,000
German Federal Bank ................oovnen 6,000
Bank of Italy............cocoiviiiiiiiiiienenenen, 3,000
Bankof Japan ............coivivviiiiiinineiiennns 5,000
Bank of MEXIiCO.....covivivniiiiiiniinienneniienas 700
Netherlands Bank................ccooiiiiiiiinnnn, 500
Bank of Norway ..........ccociinineiiiiiiieanennns 250
Bank of Sweden ...........ooooviviiiiiiiiiiieen 300
Swiss National BanKk.........ccoeiviiiiinninioinn, 4,000
Bank for International Settlements
Dollars against Swiss francs ...................... 600
Dollars against other authorized European |
CUITENCIES .ot vvvvevieriiesroennseenrerenrosnas 1,250
T N 30,100

authorities had decided to let the dollar depreci-
ate to a lower level. Consequently, the dollar,
which had moved down to around the DM1.80
level in the days immediately following the re-
lease of the trade figures, moved decisively be-
low this level during the weekend of October 17.
In the turmoil immediately surrounding the sharp
decline in world equity markets on October 19,
dollar rates moved without clear direction as
market participants positioned themselves defen-
sively. The dollar then gained temporary support
from news that Secretary Baker and German
officials had met in Frankfurt and had agreed to
continue economic cooperation under the
Louvre agreement.

But soon strong downward pressure on the
dollar resumed. Press commentary about the
U.S.~German discussions in Frankfurt suggested
that an agreement had been reached on a lower
range for the dollar. In addition, all interest rates
in the United States fell sharply after the stock
market decline, as investors shifted back into
securities with fixed interest rates, particularly
Treasury bills and bonds. While interest rates
abroad also declined, they declined less than
U.S. interest rates so that interest rate differen-
tials favoring the dollar contracted sharply. Later
on, pessimism about efforts to reduce the U.S.
fiscal deficit weighed on the dollar. Also, there
was widespread commentary in the press ques-
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2. Net profits or losses (—) on U.S. Treasury and
Federal Reserve current foreign exchange
operations'

Millions of dollars

Federal U.g. ’l;feasury
. edera xchange
Period Reserve Stabilization
Fund

August 1, 1987-

October 31, 1987 ................ 92.6 117.2
Valuation profits and losses

on outstanding assets

and liabilities as of

October 31, 1987 .......ccvvvvens 2,099.9 1,790.7

1. Data are on a value-date basis.

tioning the priority for the United States of
stabilizing exchange rates in view of concerns
that the stock market decline might seriously
weaken U.S. economic activity.

Selling pressure on the dollar became intense
on October 27 when the dollar declined below its
lows of last May against the mark, In order to
resist a further decline in the dollar-mark rate,
the Desk entered the market on behalf of the
U.S. authorities. While these operations for a
time stabilized the rate, the dollar again moved
sharply lower following commentary that the
U.S. authorities were prepared to allow the dol-
lar to decline considerably further. Although the
U.S. Treasury denied that the remarks reflected
U.S. government policies, strong selling pressure
persisted, and the Desk continued to intervene,
operating in yen as well as in marks. Over the
three days, the U.S. authorities bought a total of
$395 million against marks and $65 million
against yen. These operations were conducted in
cooperation with the Bank of Japan, the German
Bundesbank, and other central banks. On Octo-
ber 29, the dollar traded as low as DM1.7220
against the mark, close to its previous all-time
low of eight years earlier, and ¥137.15 against
the yen, its lowest level in 40 years. The dollar
closed the period only slightly higher at
DM1.7275 and ¥138.30, down 7 percent and 7%
percent respectively, from levels at the end of
July.

In summary, over the three months U.S. mon-
etary authorities intervened both to sell and to

buy foreign currencies. They sold a total of
$899.5 million equivalent of German marks and
Japanese yen. The Treasury and Federal Reserve
intervened in equal amounts. The Treasury sold
$284.75 million equivalent of yen and $165.0
million equivalent of marks. The Federal Re-
serve sold $169.75 million equivalent of yen and
$280.0 million equivalent of German marks. In
the intervention activity early in the period, the
Federal Reserve and Treasury each bought
$315.5 million equivalent of German marks. The
Federal Reserve also bought from customers
$85.3 million equivalent of Japanese yen during
the period.

From August 1 through October 31, the Fed-
eral Reserve and the Treasury’s Exchange Sta-
bilization Fund (ESF) realized profits of $92.6
million and $117.2 million respectively. Valued at
exchange rates at the end of October, the valua-
tion gains on outstanding foreign currency bal-
ances were $2,099.9 million for the Federal Re-
serve and $1,790.7 million for the Treasury’s
ESF. These valuation gains represent the in-
crease in the dollar value of outstanding currency
assets valued at end-of-period exchange rates
compared with the rates prevailing at the time the
foreign currencies were acquired.

The Federal Reserve and the ESF invest for-
eign currencies acquired in the market as a result
of their foreign operations in a variety of instru-
ments that yield market-related rates of return
and that have a high degree of quality and
liquidity. Under the Monetary Control Act of
1980, the Federal Reserve is authorized to invest
in securities issued by foreign governments, and
as of October 31, 1987, $980.1 million equivalent
of its foreign currency holdings were invested in
such securities. In addition, the Treasury held
the equivalent of $2,473.5 million of its foreign
currency holdings in such securities as of the end
of October.

On October 30, the Treasury Department
through the ESF joined with several central
banks to provide a multilateral near-term credit
facility totaling $500 million for the Central Bank
of the Argentine Republic. The ESF’s portion of
the facility was $200 million. No drawing was
made during the period under review.
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Industrial Production

Released for publication November 16

Industrial production increased 0.6 percent in
October, with more than half of the gain related
to an increase in production of motor vehicles.
Revised data now indicate that industrial produc-
tion was unchanged in September; the total index
for August and July was not revised. At 131.7
percent of the 1977 average, total industrial pro-

120

40

duction in October was about 5 percent higher
than it was a year earlier.

In market groups, output of consumer goods
picked up again in October after little change in
September. Auto assemblies, which had been
noticeably depressed in August and September
to annual rates of about 6.0 million units, rose to
a rate of 7.3 million units in October. In additon,
assemblies of both light and heavyweight trucks

Ratio scale, 1977 =100

All series are seasonally adjusted. Latest figures: October.
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1977 = 100 Percentage change from preceding month
Percentage
change,
Group 1987 1987 Oct. 1986
to Oct.
Sept. Oct. June July Aug. Sept. Oct. 1987
Major market groups
Total industrial production ........... 130.9 131.7 N 1.2 .3 0 .6 5.1
Products, total...............cooveinis 139.7 141.0 J 1.2 2 0 9 5.1
Final products...................... 138.4 139.9 S5 1.2 3 1 1.1 53
Consumer goods................. 128.4 129.9 -.1 1.3 2 -.6 1.2 4.1
Durable..............oovvenn 118.1 122.1 -2.3 2.5 .5 -2.3 33 4.5
Nondurable.................... 132.3 132.8 i 9 2 0 4 4.0
Business equipment.............. 146.6 148.4 1.8 1.0 —-.1 i 1.3 6.5
Defense and space............... 191.3 192.1 -3 .0 v ) 4 3.5
Intermediate products.............. 144.2 144.6 1.1 1.2 -2 -4 3 4.6
Construction supplies............ 132.4 132.4 1.8 1.2 -7 2 .0 4.0
Materials ........ccocevviiiiiiinen 118.8 119.0 8 1.1 4 -1 A 5.1
Major industry groups
Manufacturing.............co00eeen 135.7 136.8 6 1.2 .1 0 9 5.5
Durable .......oovvviiiieniiiienins 133.6 135.3 4 1.2 .1 0 1.3 5.2
Nondurable ..................00 138.6 139.0 .9 1.1 .1 .0 3 5.9
MIDING....ooiveiinnnereeeieiannes 101.0 101.5 .0 .0 1.1 N .5 5.5
Utilities ...oovvevneriiniiiiiiiinnnn, 111.0 110.8 -2 1.6 1.2 -1.4 -.1 2.0

NortEe. Indexes are seasonally adjusted.

increased sharply in October. However, produc-
tion of home goods—especially furniture and
appliances—fell slightly after having dropped
sharply in the preceding month. The index for
home goods, which had risen rapidly in the last
part of 1986, has declined at an annual rate of
about 1%2 percent during the first 10 months of

Total industrial production—Revisions

Estimates as shown last month and current estimates

the year. Outside the consumer goods sector,
production of business equipment increased 1.3
percent further in October; so far this year,
production of business equipment has been rising
about 7% percent at an annual rate. In October,
gains were widespread, with an especially large
increase in transit equipment, which includes
autos and trucks for business use. Among inter-
mediate products, construction supplies were
unchanged during the month, but output of sup-
plies for business rose 0.6 percent. Materials
output was little changed in October as a gain in

Percentage change durables—mainly meta}s and parts for consumer
Index (1977=100) ff°"n‘1 previous durable goods and equipment—was about offset
Month by declines in nondurable and energy materials.
Previous | Current | Previous | Current In industry groups, manufacturing output rose
0.9 percent in October with a gain of 1.3 percent

July.....ooo., 130.6 130.6 11 12 ) . )
August......... 131.0 131.0 3 3 in durables and a rise of 0.3 percent in nondur-
September.....| 1312 1305 2 2 ables. Mining output increased 0.5 percent, but

production by utilities edged down.
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Statements to Congress

Statement by Alan Greenspan, Chairman, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Financial Institu-
tions Supervision, Regulation and Insurance of
the Committee on Banking, Finance and Urban
Affairs, U.S. House of Representatives, Novem-
ber 18, 1987.

It is my pleasure today to present the Federal
Reserve Board’s views on modernizing our fi-
nancial system to adapt it to the important
changes in technology and competition that have
already transformed financial markets here and
abroad. You have set an agenda for a searching
inquiry into the proper organization and func-
tions of depository institutions, and it is impor-
tant that this work be completed promptly so that
the process of evolutionary development of our
financial system may go forward in an orderly
way. The foundation now being laid in this
committee and in the Senate Banking Committee
provides an historic opportunity to take a crucial
first step that can set our course for the future.

The Board has for some years taken the posi-
tion that our laws regarding financial structure
need substantial revision. Developments have
significantly eroded the ability of the present
structure to sustain competition and safe and
sound financial institutions in a fair and equitable
way. It is essential that the Congress put in place
a new, more flexible framework.

Recently a great deal of attention has been
focused, properly we think, on revising the laws
that govern our financial structure. The aim of
these proposals is to permit the affiliation of a
broader variety of financial and commercial or-
ganizations with banks, while attempting to as-
sure that affiliated banks are not adversely af-
fected by this relationship. Much of this thinking
has now centered on a specific proposal by
Senate Banking Committee Chairman Proxmire
to permit the affiliation of banking organizations

with securities firms that is now prohibited by the
Glass-Steagall Act.

Our own analysis of the broader proposals
leads us to the conclusion that they have many
positive elements that deserve continuing atten-
tion, but that it would be appropriate at this time
to concentrate attention on the specific sugges-
tion to repeal the Glass-Steagall Act. It is our
view that this action would respond effectively to
the marked changes that have taken place in the
financial marketplace here and abroad, and
would permit banks to operate in areas in which
they already have considerable experience and
expertise. Moreover, repeal of Glass—Steagall
would provide significant public benefits consis-
tent with a manageable increase in risk. Accord-
ingly, we would suggest that the attention of the
committee should focus on the Glass-Steagall
Act, and we recommend that this law should be
repealed insofar as it prevents bank holding
companies from being affiliated with firms en-
gaged in securities underwriting and dealing ac-
tivities. We prefer this comprehensive approach
to the piecemeal removal of restrictions on un-
derwriting and dealing in specific types of secu-
rities such as revenue bonds or commercial pa-
per. This limited approach would artificially
distort capital markets and prevent financial in-
stitutions from assuring benefits to customers by
maximizing their competitive advantage in par-
ticular markets.

A very persuasive case has been made for
adoption of the repeal proposal. It would allow
lower costs and expanded services for consum-
ers of financial services through enhanced com-
petition in an area in which additional competi-
tion would be highly desirable. It would
strengthen banking institutions, permitting them
to compete more effectively at home and abroad
in their natural markets for credit that have been
transformed by revolutionary developments in
computer and communications technology. It
could be expected to result in attracting more
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equity capital to the banking industry when more
capital is needed. In sum, the securities activities
of banking organizations can provide important
public benefits without impairing the safety and
soundness of banks if they are conducted by
experienced managers, in adequately capitalized
companies, and in a framework that insulates the
bank from its securities affiliates.

In reaching these conclusions, we are guided
by the principles set down in the Bank Holding
Company Actjof 1970, which requires the Board
to consider, in determining the appropriateness
of new activities for bank holding companies,
whether they will produce benefits to the public
such as greater convenience, increased competi-
tion, or gains in efficiency. It also asks us to
evaluate whether these gains may be outweighed
by possible adverse effects, such as undue con-
centration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking
practices.

These are the principles that the Congress has
set down to guide the evolution of the banking
system. They made good sense then and they
make good sense today. Over the years we have
interpreted these principles to be consistent with
our efforts to promote competitive and efficient
capital markets and to protect impartiality in the
granting of credit, to avoid the risk of systemic
failure of the insured depository system, and to
prevent the extension of the federal safety net to
nonbanking activities. In our view, achieving
these goals is fully consistent with permitting
bank holding companies to engage in securities
activities. In short, in my testimony today I will
explain why we believe that changes in the
Glass-Steagall Act will have major public bene-
fits. I will also explain why we believe that with
the right structure and careful implementation,
the changes in the law that we support can be
accomplished without adverse effects.

The major public benefit of Glass—Steagall
modification would be lower customer costs and
increased availability of investment banking
services, both resulting from increased competi-
tion and the realization of possible economies of
scale and scope from coordinated provision of
commercial and investment banking services.
We believe that the entry of bank holding com-
panies into securities underwriting would, in

fact, reduce underwriting spreads and, in the
process, lower financing costs to businesses large
and small, as well as to state and local govern-
ments. In addition, participation by bank holding
company subsidiaries in dealing in currently in-
eligible securities is likely to enhance secondary
market liquidity to the benefit of both issuers and
investors. These, we believe, are important pub-
lic benefits that will assist in making our econ-
omy more efficient and competitive.

Studies of the market structure of investment
banking suggest that at least portions of this
industry are concentrated. The most recent evi-
dence in this regard is provided in the September
report of the House Committee on Government
Operations, which presented data supporting its
conclusion that corporate securities underwriting
is highly concentrated. The five largest under-
writers of commercial paper account for more
than 90 percent of the market; the five largest
underwriters of all domestic corporate debt ac-
count for almost 70 percent of the market; and
the five largest underwriters of public stock is-
sues account for almost half of the market,

I would emphasize that concentration per se
need not lead to higher consumer costs because
the possibility that new firms will enter a market
may be sufficient to achieve competitive prices.
However, it is just in this regard that the Glass—
Steagall Act is particularly constraining because
bank holding companies with their existing ex-
pertise in many securities activities and their
broad financial skills and industry network more
generally would be the most likely potential
competitors of investment banks if not con-
strained by law.

It is also important to emphasize that the
changes in the Glass—Steagall Act that we sup-
port would be likely to yield cost savings in local
and regional corporate underwriting and dealing
markets. At a minimum, local and regional firms
would acquire access to capital markets that is
similar not only to the access now available to
large corporations, but also to that currently
available to municipalities whose general obliga-
tion bonds are underwritten by local banks.

Another area of substantial expected public
benefit is the encouragement of the free flow of
investment capital. Both we at the Board and the
Congress have stressed the importance of im-
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proving the capital ratios of banking organiza-
tions, and it can reasonably be assumed that
expansion of banking organizations into securi-
ties markets would make them more attractive
investments. Equally important, banks and secu-
rities firms would be free to deploy their capital
over a wider range of activities designed to serve
the public better.

There is another important reason why the
Glass-Steagall Act should be changed. Develop-
ments in computer and communications technol-
ogy have reduced the economic role of commer-
cial banks and enhanced the function of
investment banking. These permanent and fun-
damental changes in the environment for con-
ducting financial business cannot be halted by
statutory prohibitions, and the longer the law
refuses to recognize that fundamental and per-
manent changes have occurred the less relevant
it will be as a force for stability and competitive
fairness in our financial markets. Attempts to
hold the present structure in place will be de-
feated through the inevitable loopholes that in-
novation forced by competitive necessity will
develop, although there will be heavy costs in
terms of competitive fairness and respect for law
that are so critical to a safe and sound financial
system.

The significance of the technological develop-
ments to which I have referred is that the key
role of banks as financial intermediaries has been
undermined. The heart of financial intermedia-
tion is the ability to obtain and use information.
The high cost of gathering and using facts in the
past meant that banks and other intermediaries
could profit from their cumulative store of knowl-
edge about borrowers by making significantly
more informed credit decisions than most other
market participants. These other market partici-
pants were thus obliged to permit depository
intermediaries to make credit decisions in finan-
cial markets and therefore allow bank credit to
substitute for what would otherwise be their own
direct acquisition of credit market instruments.

Computer and telecommunications technology
have altered this process dramatically. The real
cost of recording, transmitting, and processing
information has fallen sharply in recent years,
lowering the cost of information processing and
communication for banks. But it has also made it

possible for borrowers and lenders to deal with
each other more directly in an informed way.
On-line data bases, coupled with powerful com-
puters and wide-ranging telecommunication fa-
cilities, can now provide potential investors with
virtually the same timely credit and market infor-
mation that was once available only to the inter-
mediaries.

These developments mean that investors are
increasingly able to make their own evaluations
of credit risk, to deal directly with borrowers,
and, especially with the increasing institutional-
ization of individuals’ savings, creditors are in a
position to develop their own portfolios and
strategies to balance and hedge risk. Thus, the
franchise of bank intermediation, the core ele-
ment of a bank’s comparative advantage, and its
main contribution to the economic process—
credit evaluation and the diversification of risk—
have been made less valuable by this information
revolution. Examples of new financial products
that have resulted from this technological inno-
vation and that challenge traditional bank loans
abound—the explosion in the use of commercial
paper, the rapid growth of mortgage-backed se-
curities, and the recent development of consum-
er-loan-backed securities or consumer-receiv-
able-related (CRR) securities. There are many
others. Our concern is that these real changes in
the way that providers of credit utilize financial
intermediaries have reduced the basic competi-
tiveness of banks and that the trend toward direct
investor-borrower linkages will continue.

Banks, of course, have not stood still while
these vast changes were taking place around
them. Indeed, they have responded to the tech-
nological revolution by participating in it. Loan
guarantees and other off-balance-sheet arrange-
ments, private placement of corporate debt,
commercial paper placement, loan participations
and sales, and interest rate and currency swaps
are examples. Similarly, the foreign offices of
U.S. banks and their foreign subsidiaries and
affiliates have been actively engaging abroad in a
wide variety of securities activities. These activ-
ities include securities that are ineligible in the
United States for banks to underwrite and deal,
such as corporate debt and equity. In the corpo-
rate debt market, for example, U.S. banks’ for-
eign subsidiaries served lead roles in underwrit-
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ings approaching $17 billion in 1986, or about 10
percent of the volume of such debt managed by
the 50 firms most active in the Eurosecurities
market last year. These and other essentially
investment banking activities have permitted
banks to continue to service those customers
seeking to rely increasingly on securities mar-
kets. Nevertheless, in their home market, banks
are sharply limited by the Glass-Steagall Act in
competing for the business of acting as interme-
diaries in the process of providing credit, in the
new financial environment a process that has
been transformed by technological change and
one that is a natural extension of the banking
business.

In short, the Congress should modify the finan-
cial structure to conform to these changes. If the
Congress does not act, but rather maintains the
existing barriers of the Glass—Steagall Act, bank-
ing organizations will continue to seek ways to
service customers who have increasingly direct
access to capital markets. But banking organiza-
tions are nearing the limits of their ability to act
within existing law; and spending real resources
to interpret outmoded law creatively is hardly
wise. Without the repeal of Glass-Steagall,
banks’ share of credit markets is likely to de-
cline—as it already has in our measures of short-
and intermediate-term business credit. A soundly
structured change in the law will allow financial
markets to serve us better by lowering costs to
users while strengthening financial institutions
within a framework that will protect the financial
integrity of banks.

The basic principles that I outlined at the
outset require us to take into account not only
public benefits but also possible adverse effects,
including unsound banking practices, which
clearly include the concept of excessive risk,
conflicts of interest, impairment of competition,
and undue concentration of resources. These
concerns have been heightened by the unprece-
dented stock market decline that occurred on
October 19, 1987, and the subsequent market
volatility.

We had reached our decision to endorse repeal
of the Glass-Steagall Act before these events
occurred. When we made our decision, we had
very much in mind that there are risks involved
in underwriting and dealing in securities and we

decided that we would recommend the necessary
changes only because we believe that a frame-
work can be put in place that can assure that the
potential risks from securities activities can be
effectively managed. The events since October
19 have not altered our view that it is both
necessary to proceed to modernize our financial
system and that it is possible to do so in a way
that will maintain the safety and soundness of
depository institutions.

The Congress adopted the Glass—Steagall Act
more than 50 years earlier because it believed
that banks had suffered serious losses as a result
of their participation in investment banking. The
Congress also thought that bank involvement in
the promotional aspects of the investment bank-
ing business would produce a variety of ‘‘subtle
hazards’’ to the banking system, such as conflicts
of interest and loss of public confidence. In
answer to these concerns we believe that expe-
rience has shown that the risks of investment
banking to depository institutions are contain-
able, that the regulatory framework established
in the securities laws minimizes the impact of
conflicts of interest, that the federal safety net
implemented through deposit insurance and ac-
cess to Federal Reserve credit will avoid the
potential for panic withdrawals from banks if
affiliated securities firms experience losses, and
that banks can be effectively insulated from their
securities affiliates through an appropriate struc-
tural framework.

Bank holding company examinations indicate
that U.S. banking organizations have generally
shown an ability to manage the inherent risks of
both their domestic and foreign securities activ-
ities in a prudent and responsible manner. Of all
the domestic bank failures in the 1980s, to our
knowledge none has been attributed to under-
writing losses. Indeed, we are unaware of any
significant losses in recent years owing to under-
writing of domestically eligible securities. For
that matter, research over the past 50 years
concludes, contrary to the Congress’ view at the
time, that the securities activities of banks were
not a cause of the Great Depression and that
banks with securities affiliates did not fail in
proportionately greater numbers than banks
more generally.

The investment banking experience of U.S.
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banking organizations in foreign markets has
been favorable, and their operations have been
generally profitable in the last decade or so. This
is not to say that there have been no problems. In
the mid-1970s some large U.S. banks encoun-
tered problems with their London merchant bank
subsidiaries in connection with venture capital
investments and the development of the Euro-
bond market. More recently, in the post-Big
Bang era, U.S. banks’ securities affiliates and
subsidiaries have shared in the transitional diffi-
culties that arose in the London securities mar-
ket. All of these problems appear to have been in
the nature of ‘‘start-up’ difficulties rather than
long-term safety and soundness concerns. In
these situations, and even in the perspective of
the unprecedented stock market decline, risks
have been contained and losses have been small
relative to the capital of the bank or the holding
company parent.

Finally, I would note that empirical studies
invariably find that underwriting and dealing are
riskier than the total portfolio of other banking
functions in the sense that the variability of
returns to securities activities exceeds that of the
returns to the combination of other banking
functions. It is also important to note, however,
that the average return to securities activities is
also usually found to exceed the average return
to the combination of other banking functions. In
addition, there is evidence of some potential for
limited diversification gains, or overall bank risk
reduction, for banks being allowed increased
securities powers.

The preliminary evidence on the limited effects
of recent stock market events on securities firms
reinforces several conclusions drawn previously.
First, while securities activities are clearly risky,
the risks can be managed prudently. Second,
securities activities of bank holding companies
should be monitored and supervised in such a
way as to control the risk to an affiliated bank.
Third, the events of recent weeks highlight
‘the need to have capital adequate to absorb
unexpected shocks and to maintain an institu-
tional and legal structure that minimizes the
degree to which securities underwriting and
dealing risk could be passed to affiliated banks.
As I have stressed, such a system can be estab-
lished. I would now like to turn to what we

see as the major elements of such a system.

Fundamental to our recommendation on
Glass-Steagall is the view that the safe and sound
operation of banks requires that securities activ-
ities involving significant risk be conducted be-
hind walls designed to separate, insofar as pos-
sible, the bank from the risks associated with the
securities activities. Let me note at this point,
that some have argued that insulating walls can-
not completely protect a bank from the risks of
its affiliates. Management has a natural incentive
in periods of stress to assist endangered compo-
nents of what it sees as one entity, and depositors
are free to withdraw their funds from the bank if
they perceive—correctly or incorrectly—a threat
to the bank’s safety from losses at affiliates. The
task before you is to reduce the risk, taking into
account public benefits relative to the risk, to
acceptable levels. This effort will require clear
rules and a firm expression of public policy that
corporate conduct that passes on the risks of
securities activities to insured depository institu-
tions is unacceptable.

We see two major elements to an approach to
developing a practical insulating structure:

1. The holding company structure should be
used to institutionalize separation between a
bank and a securities affiliate.

2. The resulting institutional fire walls should
be strengthened by limiting transactions, partic-
ularly credit transactions, between the bank and
a securities affiliate.

First, we would take maximum advantage of
the legal doctrine of corporate separateness. Un-
der this rule, a separately incorporated company
normally is not held liable for the actions of other
companies even if they are commonly owned or
there is a parent-subsidiary relationship. If effec-
tive separation can be achieved, a bank would
not be liable for the actions of its securities
affiliate and the benefits of the federal safety net
would not be conferred on the securities affiliate.

We believe that this goal is most effectively
achieved if securities activities take place in a
direct subsidiary of a holding company rather
than in a bank or a subsidiary of a bank. The
Board has long supported the holding company
framework as the most effective method of ac-
complishing separation, and it was with these
goals in mind that, in 1984, the Board joined the
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Department of the Treasury in supporting legis-
lation to use the holding company framework to
broaden the securities and other powers of affil-
iates of banks. The Board believes that the
holding company approach, reinforced by the
measures I will outline below, has several impor-
tant advantages over other methods of expanding
the powers of banking organizations. First, any
losses that may be incurred by the securities
affiliate would not be reflected in the balance
sheets or income statements of the bank, as they
would under normal accounting rules if the bank
conducted the securities activities directly or
through a subsidiary of the bank. A bank affil-
iated with a securities firm through a holding
company structure thereby obtains the advan-
tages of the holding company’s diversification
into securities activities without the disadvan-
tages that necessarily flow from the bank con-
ducting the securities activities directly or
through a subsidiary of the bank.

Second, it is difficult, if not impossible from a
practical standpoint, for a bank to avoid assum-
ing responsibility and liability for the obligations
of its direct subsidiaries. Experience has shown
that the direct ownership link between a bank
and its subsidiaries creates a powerful public
perception that the condition of the bank is tied
to the condition and financial success of its
subsidiaries.

Third, because of the direct ownership link
between the bank and its subsidiary, any breach
of insulating walls that may be constructed be-
tween the bank and its subsidiary would be more
likely to result in the loss of protection from the
legal doctrine of corporate separateness than
would the same breach in the wall between a
bank holding company and a securities affiliate.
This is simply a function of the fact that there is
no direct ownership link between the bank and
the securities affiliate.

Fourth, separation of a bank and an affiliated
securities firm through a holding company helps
promote competitive equity. Securities activities
that are conducted directly within a depository
institution or in a subsidiary of a depository
institution are much more likely to benefit from
association with the federal safety net through
increased public confidence in securities offer-
ings made by the insured banks and their subsid-

iaries than would be the case if these activities
were conducted in a holding company affiliate.
Similarly, the holding company technique
would be more effective in minimizing any com-
petitive advantage banks would have in raising
funds because of their association with the federal
safety net and their ability to collect deposits.
The second major element of the separateness
structure is to assure that corporate separateness
fire walls are not impaired and that the risks of
securities activities are not passed on to an
affiliated bank. We suggest several measures to
accomplish this goal:
® Bank lending to, and purchase of assets
from, a securities affiliate should be prohibited.
® Banks should not be able to enhance the
creditworthiness of securities underwritten by a

-securities affiliate through guarantees or other

techniques.

® Banks should not lend to issuers of securities
underwritten by a securities affiliate for the pur-
pose of paying interest or principal on such
securities.

® Banks should not be able to lend to custom-

_ers for the purpose of purchasing securities un-

derwritten by a securities affiliate.

® Appropriate rules should limit interlocks be-
tween the officers and directors of banks and
those of affiliated securities firms.

® A sccurities affiliate should be required to
prominently disclose that its obligations or the
securities that it underwrites are not the obliga-
tions of any bank and are not insured by a federal
agency.

® A securities affiliate should be adequately
capitalized.

Under this approach, rules should be put in
place that will prevent use of the credit facilities
of the bank for the benefit of the securities
affiliate, and to this end, in constructing these
walls, a premium should be placed on arrange-
ments that are simple, clear, and easy to apply,
and that will not be subject to erosion by inter-
pretation.

It is with these principles in mind that we
approach one of the most important issues in
separating banks from their securities affiliates—
the question of whether a bank should be able to
lend to or purchase assets from its securities
affiliates. We considered that lending may be
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appropriate as a way of taking maximum advan-
tage of the synergies that can be achieved be-
tween a bank and securities affiliates to the
benefit of customers and that, as we have de-
scribed here today, securities activities are the
natural extension of the credit facilities provided
by banks. We also considered that rules now
exist limiting the amount of credit that a bank can
provide to an affiliate and requiring that this
lending be at arms-length and adequately collat-
eralized.

Nevertheless, our experience indicates that
these limitations, embodied in sections 23A and
23B of the Federal Reserve Act, do not work as
effectively as we would like and, because of their
complexity, are subject to avoidance by creative
interpretation, particularly in times of stress. On
the other hand, a prohibition on an affiliated
bank’s loans to and purchases of assets from its
securities affiliate would sharply limit the transfer
of the risk of securities activities to the federal
safety net and would eliminate one of the key
factors viewed by the courts as justifying
‘‘piercing the corporate veil’’ between the bank
and its nonbank affiliates— that operations of the
securities affiliate are financed and supported by
the resources of the affiliated bank. For these
reasons, and because of the desirability of having
a clear rule that is not subject to avoidance, we
decided to recommend to you that we have a
simple rule that banks should not be permitted to
lend to, or purchase assets from, their securities
affiliates. A securities affiliate would, however,
be free under our proposal, to borrow from its
holding company parent—an entity that is not
protected by the safety net.

A similar limitation was proposed in the recent
study by the House Government Operations
Committee. We would support only one very
limited exception to this rule. We propose allow-
ing fully collateralized intraday borrowing by a
securities underwriter and dealer from an affil-
iated bank to support U.S. government and
agency securities clearing operations.

For similar reasons and as I have already
outlined, we would recommend that a bank
should not be able to guarantee or extend its
letter of credit, or otherwise support securities
issued by a securities affiliate. Allowing such
practices would not only raise the question of

competitive fairness, but also would permit a
transferring of the risks of securities activities to
the federal safety net. For the same reasons,
loans to customers for the purpose of buying
securities underwritten by a securities affiliate or
to a company whose securities have been under-
written by a securities affiliate for the purpose of
repaying interest or principal due on such secu-
rities should not be permitted. Prohibiting these
transactions will establish a sound fire wall.

Another major purpose of fire walls is to
prevent conflicts of interest that are competi-
tively unfair and that can impair confidence in
banking institutions. As I mentioned, this prob-
lem is effectively dealt with by the disclosure
requirements and other provisions of the securi-
ties laws. The already built-in protection of these
laws should be strengthened by other provisions.
We would recommend that a securities affiliate
must disclose its relationship to an affiliated bank
and plainly state that the securities it sells are not
deposits and are not insured by a federal agency.
In addition, we should reinforce the require-
ments of existing law by providing that a securi-
ties affiliate cannot sell securities to an affiliated
bank or its trust accounts during an underwriting
period or 30 days thereafter or otherwise sell
securities to the bank or its trust accounts unless
the sale is at established market prices.

We would also recommend that neither banks
nor their securities affiliates be able to share
confidential customer information without the
customer’s consent and that a bank cannot ex-
press an opinion on securities being sold by its
securities affiliate without disclosing that its af-
filiate is selling that security. As another step to
prevent conflicts of interest, we would suggest
that a securities affiliate could not sell securities
backed by loans originated by its affiliate bank
unless the securities are rated by an independent
rating organization.

We believe that the fire walls that are proposed
will substantially augment the existing insulation
of banks from affiliates that is now provided by
the Bank Holding Company Act. Besides these
measures, perhaps the best insulator is adequate
capital for both banks and securities affiliates.
Adequate authority should be provided to assure
that holding companies involving banks and se-
curities activities should be adequately capital-
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ized. In particular, investments by bank holding
companies in securities firms should not be per-
mitted if the investment would cause the holding
company to fall below minimum capital require-
ments,

With these safeguards in place, we do not
believe it is necessary to prevent a bank and a
securities affiliate from jointly marketing banking
and securities products or from using a similar
corporate name. Here we believe that an analysis
of the trade-off between corporate separateness
on the one hand, and taking advantage of the
efficiency and convenience to customers that can
be achieved through coordinated marketing on
the other, indicates that the gains to separateness
would be small and the losses to efficiency would
be high. The requirement of separate names
would be artificial, particularly because securi-
ties law disclosure would, in any event, require
an affiliate to inform the users of its services of its
association with a banking enterprise. Similarly,
as I pointed out at the outset, the market for
securities is only an extension of the market for
other banking products and to deny a banking
organization the ability to sell both products
would lose much of the gains for the economy
that we seek to achieve through the association
between the two. Moreover, there would be no
competitive unfairness in this arrangement since
the broad relaxation of the Glass-Steagall re-
quirements that we propose would enable secu-
rities firms to own banks as well as bank holding
companies to own securities affiliates.

The important point is whether these measures
would cause the risks of securities activities to be
passed on to banking institutions and to the
federal safety net. As I indicated, the Board
believes that the corporate separateness mea-

sures that we recommend should be put in place
to effectively deal with these problems.

The guidelines that the Congress has estab-
lished for expansion of banking activities require
a concern for whether expansion of securities
powers will lead to a concentration of resources
in the securities or banking industries. We be-
lieve that repeal of Glass-Steagall should have
the opposite effect. As I have stressed today it
will increase the number of viable competitors in
both the banking and securities industries, en-
hancing competition in both. As a result, we
doubt that the Congress need go beyond the
requirements of the antitrust laws to anticipate a
problem with concentration of resources in the
emerging financial services industry. However,
because we see as one of the major advantages to
repeal to be an expected increase in competition,
and because we could understand anxieties that
this goal might be impaired by a combination of
the largest banking and securities firms, the
Board would not oppose a limited provision
aimed at preventing the largest banking and
securities organizations from consolidating.

We commend this committee for its active role
in considering one of the most important issues
that now faces our financial markets. We
strongly recommend that you adopt legislation to
repeal the Glass-Steagall Act and to put in its
place a new framework allowing the affiliation of
banking organizations and securities firms. We
urge you to allow the moratorium on banking
activities contained in Title II of the Competitive
Equality Banking Act (CEBA) to expire on
March 1, 1988, as the law now provides. We
believe that these measures will ensure a more
responsive, competitive, and safe financial
system. d

Statement by Martha R. Seger, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Consumer Affairs of
the Committee on Banking, Housing, and Urban
Affairs, U.S. Senate, November 18, 1987.

I appreciate the opportunity to appear before this
subcommittee to discuss home equity lines of
credit, a subject that has received increased

attention lately. There has been a substantial
growth in this type of credit since 1984, with
outstanding balances totaling approximately $40
billion at the end of 1986. We believe that the
total may now be as high as $70 billion and could
reach $80 billion by year-end.

This rapid expansion in home equity lines is
probably attributable to several factors. For ex-
ample, the plans have provided consumers con-
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venient access to credit at interest rates that are
relatively low compared with other means of
financing consumer spending. Tax laws phasing
out the deductibility of interest for nonmortgage
consumer debt have made home equity loans
more desirable to tax-conscious borrowers. In
addition, competition among financial institu-
tions to offer diverse financial services to their
customers has resulted in vigorous marketing of
home equity lines, often at low introductory
interest rates and discounted fees.

Recently, the Board and other bank regulatory
agencies changed the reporting requirements for
credit secured by real estate to provide more
complete and accurate information on household
borrowing through home equity lines of credit.
This change should provide more accurate infor-
mation for an important segment of the market,
and enable us to better gauge the growth of this
type of credit and the effect it is having on other
consumer borrowing.

In addition, the Board has conducted con-
sumer surveys this year to gather information
that will allow us to better understand consumer
usage of home equity lines of credit. These
surveys, which were conducted in March and
April of this year, included 1,300 families, 930 of
whom . were homeowners. As of April 1987, 6
percent of the homeowners surveyed had estab-
lished home equity lines of credit, and an addi-
tional 1 percent had applied for these credit lines.
The surveys indicated that consumer awareness
of home equity lines of credit is high. Eighty
percent of all the homeowners surveyed stated
that they were aware of the existence of such
credit plans, although a majority of the respon-
dents who had not yet opened such credit ac-
counts indicated no interest in establishing a
home equity credit line in the future.

The surveys also revealed that those home-
owners who had established home equity lines
tended to have higher family incomes, more
equity in their homes, and were younger and
better educated than the average homeowner.
Besides these findings, the surveys showed that,
relative to other types of credit lines, home
equity accounts tended to be for larger amounts,
with the median size of an account approxi-
mately $25,000. The most common reasons given
for using home equity accounts were to pay off

other debts and to finance home improvements.
Forty-five percent of account holders had no
balances outstanding on their home equity lines,
while the median amount outstanding for account
holders with unpaid balances was $14,800,
During the past year, the Board has received
inquiries from financial institutions, trade associ-
ations, consumer groups, and the Congress con-
cerning home equity lines of credit. Much of the
discussion has focused on the current disclosure
requirements for these loans, and whether these
requirements are adequate. In response to these
inquiries, the Board has been reviewing its cur-
rent regulatory requirements, with the goal of
ensuring that consumers receive sufficient infor-
mation before contracting for this type of credit.

POSSIBLE REGULATORY ACTIONS

Since home equity programs are more complex
than other types of open-end credit plans and
pose a greater risk to consumers if they fail to
understand the terms and conditions of the plan,
the Board, like the Congress, is concerned about
whether the existing disclosure requirements un-
der the Truth in Lending Act and Regulation Z
ensure that consumers receive adequate informa-
tion about these types of loans when they con-
tract for a particular plan.

During the past year, Board staff has been
considering the issue of home equity lending
within the context of Truth in Lending disclosure
requirements. The staff’s analysis indicates that
the current regulatory requirements for open-end
credit may not adequately reflect the complexi-
ties that are present in most home equity pro-
grams. Specifically, the staff has focused on the
content, timing, and format of the disclosures
required under Regulation Z as possible candi-
dates for regulatory change. At this time, our
staff is preparing a proposal that would amend
Regulation Z to address these issues and expects
to present their recommendations to the Board
within a few weeks. Although the review is still
in process, and neither the staff nor the Board
has made any firm decisions about what can and
should be done, I would like to share with you
some of the particular issues we have been
considering.
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Under current requirements, when a home
equity plan is opened, a creditor need only give
general disclosures about how the finance charge
will be determined, what other charges will be
imposed, the security interest being taken, and
the consumer’s billing rights. Creditors are not
required to disclose certain items, such as their
right to unilaterally change the terms and condi-
tions of the plan, or the possibility that a balloon
payment may be required as part of the plan. It is
conceivable that Regulation Z could be amended
to require disclosure of these features. There also
may be a need to require more disclosures in
home equity line advertisements. A question
raised in this regard is whether disclosing a
payment term in an advertisement should require
disclosure of other material terms, such as the
annual percentage rate or fees to be charged
under the plan. In considering any additional
disclosure requirements, however, the Board is
guided by the principle that disclosures should
provide consumers with essential information,
without overloading them with less important
information or unnecessarily raising creditors’
compliance costs.

Another area that we have identified as one to
look into concerns the timing of disclosures.
Regulation Z currently permits open-end credit
disclosures to be given anytime before the first
transaction. In the case of home equity lines of
credit, therefore, consumers may not receive
disclosures about the terms and conditions of the
plan until closing. Since many home equity credit
plans involve large application fees and tend to
be more complex than other types of open-end
credit, an argument can be made for requiring
disclosure of the fees, terms, and conditions of
such plans at an earlier time in the credit process.

Finally, concern has been expressed that con-
sumers may not fully understand the terms and
conditions of the programs. This concern may be
due, in part, to the complexity of these plans and
the fact that the underlying contracts could run
several pages in length. Currently, Regulation Z
does not require any special format for open-end
disclosures. As a result, in most cases, the dis-
closures given for these plans are not segregated
from the contractual provisions or highlighted in
any standard manner. We believe that consumers
should be alerted to the most important terms

and conditions of the plans for which they con-
tract. To the extent that the current regulatory
requirements fail to meet this goal, it might be
necessary to require that disclosures about these
plans be segregated from other information.

At this point,  would like to mention that at its
meeting in October 1987 the Board’s Consumer
Advisory Council generally endorsed the idea of
requiring additional disclosures for home equity
lines in advertisements and in initial account
disclosure statements. The Council also sup-
ported the idea of requiring creditors to provide
disclosures for these loans at an earlier stage of
the credit-granting process than is currently re-
quired. In addition, Council members saw the
need to have these disclosures highlighted in a
manner that would alert consumers to material
information about the terms and conditions of
these programs.

LEGISLATIVE PROPOSALS

The subcommittee has asked that we comment
on legislation concerning home equity lines that
was introduced in the House. H.R. 3011, which
was introduced by Congressman Price, would
amend the Truth in Lending Act to establish
additional disclosure and advertising require-
ments for open-end credit plans secured by the
consumer’s dwelling. The bill would change the
requirements concerning the content, timing, and
format of the Truth in Lending disclosures that
are now required for home equity lines of credit.
Currently, the Truth in Lending Act and Regula-
tion Z treat home equity lines of credit like other
types of open-end credit plans. As a result,
creditors only are required to give the disclosures
that I previously outlined. H.R. 3011 would
require creditors to give more extensive detailed
disclosures about home equity loans. For exam-
ple, it would require more disclosures concerning
the annual percentage rate, including disclosure
of the maximum amount that the rate could
change in a one-year period, and if no limit exists
on annual rate increases, a statement to that
effect. The bill would also add an example, based
on an amount outstanding of $10,000 showing the
payment terms under the plan and would require
creditors to disclose their ability to unilaterally
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change the terms and conditions of the plan.
These disclosures, among others, would gener-
ally have to be given at the time of application,
which is earlier than current requirements, and
would have to be segregated from other disclo-
sures, which is also a departure from current
requirements. H.R. 3011 would also add a new
advertising section to the Truth in Lending Act
for home equity lines.

The Board generally supports the approach
taken in H.R. 3011 to require additional disclo-
sures for home equity plans at an earlier stage of
the credit-granting process. The Board also be-
lieves that material information about these plans
should be presented in a manner that will alert
consumers to the most important information
about the cost of their credit transaction. To the
extent that H.R. 3011 addresses these concerns
about the content, timing, and format of disclo-
sures given to consumers, the Board generally
favors the bill’s intent.

H.R. 3468, which was introduced by Congress-
man Schumer, would also amend the Truth in
Lending Act to require additional disclosure and
advertising requirements for home equity loans.
The bill would require certain disclosures to be
given with each home equity application. For
example, creditors would have to disclose more
information about the annual percentage rate and
fees charged under a particular plan, as well as
provide more information about a plan’s pay-
ment terms. Creditors would also have to give an
example of the periodic payments that would
have been required under the plan over a 15-year
period. The bill would also impose additional
disclosure requirements for advertisements of
home equity loans. Perhaps the most significant
feature of H.R. 3468, however, is the fact that it
would impose additional substantive require-
ments on home equity loans, such as prohibiting
the establishment of rate floors and payment
schedules that would permit interest-only pay-
ments, and prohibiting credit extensions in ex-
cess of 75 percent of a dwelling’s fair market
value,

As I indicated in my comments on H.R. 3011,
the Board generally supports the idea of in-
creased disclosures for home equity loans. To
the extent that H.R. 3468 would require creditors
to provide consumers with more information

about the cost of a credit transaction, the Board
would generally support this goal. The Board,
however, generally opposes the imposition of
substantive restrictions on a particular loan prod-
uct absent sufficient evidence that such restric-
tions are necessary to prevent misleading or
abusive practices. At this time, we are unaware
of any evidence that such practices exist. More-
over, to the extent that imposing substantive
restrictions could affect a creditor’s ability to
offer this type of loan product, consumers who
might otherwise enjoy the advantages that such a
product offers could be adversely affected. For
example, H.R. 3468 would prohibit plans that
allow interest-only payments, a feature that
might be attractive to consumers who prefer the
lower monthly payments offered by these plans
and who fully understand that a balloon payment
may result. In addition, the bill would prohibit
rate floors for home equity loans with a variable
rate feature. Such a restriction could adversely
affect a creditor’s ability to offer a home equity
product, since creditors have fixed operating
costs that may necessitate their placing limits on
the minimum rate that can be offered to consum-
ers. Moreover, prohibiting creditors from setting
rate floors may be ineffective since creditors may
be obliged to seek alternative sources of revenue
through increased fees and transaction charges,
or through the imposition of higher maximum
interest rates or greater interest rate margins.
The Board, therefore, urges the Congress not to
adopt legislation that might unnecessarily restrict
the offering of products that, in many cases,
benefit consumers, particularly absent sufficient
evidence that such restrictions are necessary to
prevent misleading or abusive practices.

CONCLUSION

I can assure you that the Federal Reserve Board
shares the goal that consumers receive adequate
information at a relevant stage of the credit-
granting process when they contract for home
equity loans. We believe that it is particularly
important that consumers understand these pro-
grams since they may pose a greater risk because
of their complexity, the large credit lines gener-
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ally involved, and the possibility of losing one’s
home. On the other hand, I want to urge the
Congress not to restrict the terms and conditions
of home equity programs without sufficient evi-

dence of a clear and unequivocal need for such
action.

We look forward to working with you on this
important subject. O

Statement by H. Robert Heller, Member, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Commerce, Con-
sumer, and Monetary Affairs of the Committee
on Government Operations, U.S. House of Rep-
resentatives, November 19, 1987.

I welcome the opportunity to appear before you
on behalf of the Federal Reserve System to
discuss criminal misconduct and insider abuse in
our nation'’s financial institutions. Let me assure
you at the outset that the Federal Reserve shares
this committee’s continuing interest in seeing
that necessary arrangements are in place to facil-
itate the effective detection, referral, and prose-
cution of white-collar crime involving financial
institutions, arrangements that we hope and ex-
pect will also help to prevent such crimes.

In my judgment, many positive steps have
already been taken by federal regulatory and law
enforcement agencies, in large measure in re-
sponse to the recommendations of this commit-
tee, and I want to begin by reviewing them with
you. Thereafter, I intend to discuss what we have
learned from the data on criminal referral and
enforcement actions that we have been collecting
in the past couple of years and then to address
other questions that the committee raised in its
letter inviting me to appear here today.

ACTIONS TAKEN TO DATE

Actions that have been taken to deal with crim-
inal offenses that involve financial institutions in
large part have been set in motion through the
efforts of the Interagency Bank Fraud Enforce-
ment Working Group, which is comprised of
representatives from each of the federal financial
institution regulatory agencies, the Department
of Justice, the Federal Bureau of Investigation,
and the Farm Credit Administration. The princi-
pal accomplishments of this Working Group,

which, of course, required substantial follow-up
efforts by the individual agencies, include the
following:

o The Working Group developed, and then
each of the banking agencies implemented, a
uniform criminal referral form for use by all
financial institutions subject to the regulatory
jurisdiction of the agencies. Based on our initial
experience in using this criminal referral form,
the Working Group recently reviewed and mod-
ified it to enhance its effectiveness.

¢ Each agency has developed, or is in the final
stages of developing, an automated system to
monitor and track criminal referral information
submitted to the agency by its examiners and the
financial institutions that it regulates. The statis-
tical information that will be detailed later was
made possible by the use of the Federal Re-
serve’s new computer system.

e The Department of Justice developed and
implemented the ‘‘significant’’ referral tracking
system. This system keeps track of all referrals
from the regulatory agencies that involve
amounts in excess of $200,000 or in which the
following occur: (1) a senior officer or director of
a financial institution is suspected or (2) there is
concern that an activity might undermine the
integrity of the supervisory process or have
systemic implications.

o Lists of contact persons with responsibilities
for criminal referral, investigation, and prosecu-
tion at each of the banking and criminal justice
agencies have been prepared and disseminated
throughout the regulatory agencies’ staffs and
those of the FBI and the U.S. Attorneys’ Offices.

e Examiner training has been greatly enhanced
through the expansion of the Examination Coun-
cil’s White Collar Crime course and joint FBI
and banking agency training courses that are held
throughout the country. I will discuss these ini-
tiatives in greater detail later in my testimony.

e The members of the Working Group are now
developing a series of uniform instructions for all
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agency examiners who are assigned to assist in
criminal investigations to better prepare them for
their duties.

o Guidelines for the Uniform Bank Bribery Act
were developed by the members of the Working
Group in compliance with recent legislation.

o With the encouragement of the Working
Group, the Department of Justice has made
white-collar crime involving financial institutions
a top priority for investigation and prosecution
by the FBI and the various Offices of the U.S.
Attorneys.

I believe this record demonstrates that the
Federal Reserve and the other regulatory and law
enforcement agencies have worked diligently
over the past few years to improve their abilities
to address the problems of criminal misconduct
and insider abuse. These efforts have led to a
dramatic increase in the number of cases—into
the thousands—that have been identified and
referred to the FBI for investigation, and, when
the evidence warrants, to the Offices of U.S.
Attorneys for prosecution. One important result
of the improvements in this process is that a
substantially larger number of criminal cases has
been investigated by the FBI. Despite the con-
certed efforts of the law enforcement agencies,
however, the very substantial increase in the
numbers of suspected criminal offenses that have
been detected and referred has led to the creation
of a tremendous backlog of cases to be processed
by the FBI and the Department of Justice. Thus,
much remains to be done before it can be said
that the problem of white-collar crime in our
financial institutions has been brought under
effective control, and that will no doubt require
the allocation of additional resources to the task,
particularly at the law enforcement agencies.

SCOPE AND NATURE OF PROBLEMS AT
STATE MEMBER BANKS AND BANK
HOLDING COMPANIES

As I have indicated, the Federal Reserve has put
in place an automated system to track referrals
from state member banks and bank holding com-
panies. I believe the committee will find of inter-
est a review of this information. While its focus is
on information pertaining to state member banks

and bank holding companies, it will shed light on
the nature of the problems of criminal miscon-
duct or insider abuse that are being encountered
by all regulatory and law enforcement agencies.

As is true for other agencies, our data for state
member banks and bank holding companies
show large increases in the volume of criminal
referrals. During the last few months of 1985
(when the new criminal referral form was intro-
duced and in use for the first time), the Federal
Reserve received only 111 such referrals. But in
1986 the total number of referrals jumped to
1,154; and in the first half of 1987 alone, the
Federal Reserve received 1,044 such referrals. It
is also noteworthy that the number of ‘‘signif-
icant’’ referrals that were submitted by the Fed-
eral Reserve to the Fraud Section of the Criminal
Division of the Department of Justice has risen
from 18 in the latter part of 1985 to 49 in 1986 and
to 74 so far this year. About one-half of the
significant referrals involve insiders, such as of-
ficers and directors; and the other half, outsiders,
such as bank customers.

Cases of insider abuse that do not involve a
criminal offense but instead involve violations of
banking laws, rules, and regulations or unsafe or
unsound practices and are addressed by formal
enforcement actions on our part have also gone
up over this period. Moreover, in keeping with
our objective of focusing a greater part of our
efforts on ridding the system of individuals who
cause harm, an increasing percentage of our total
enforcement actions has been taken against peo-
ple in their individual capacities rather than
against their banks and holding companies. For
example, the Federal Reserve staff between 1984
and the present date issued 38 suspension, re-
moval, and prohibition orders, compared with
only three such actions in the period from 1980 to
1983.

While the statistics emphasize the growth that
has occurred in the number of problems of crim-
inal misconduct and insider abuse, it is important
to put them in the proper perspective by provid-
ing a breakdown of their nature and the extent to
which they have affected banking organizations.
Our data show the following:

1. Out of the total of 2,300 referrals, 80 percent
related to alleged criminal misconduct involving
losses or potential losses of less than $10,000.
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The vast majority of these small crime-related
referrals involved teller defalcations, credit card
fraud, and mysterious disappearances. An addi-
tional 16 percent pertained to losses in the
$10,000 to $200,000 range. Thus, ‘‘significant’’
referrals, which either involve crimes in excess
of $200,000 or involve senior financial institution
insiders, accounted for about 5 percent of the
total.

2, The 2,300 referrals involving individuals
received by the Federal Reserve since the new
uniform criminal referral form was put into use in
August 1985 were submitted by 255 state member
banks and 29 bank holding companies. Or, put
differently, approximately 23 percent of all state
member banks and about one-half of 1 percent of
all bank holding companies filed criminal refer-
rals during this period. I might note that the
relatively low incidence of referrals involving
bank holding companies reflects the fact that
banks, rather than bank holding companies, hold
the majority of liquid assets—particularly cash—
the object of many smaller criminal offenses.

3. Of the 37 state member banks that have
failed since 1984, a review of our records re-
vealed that criminal misconduct was principally
responsible in 5 cases.

Assuming our statistics are generally repre-
sentative of the experience of all agencies, their
implications are that the great majority of the
cases of criminal misconduct that have been
detected and referred to the FBI and Justice
Department have involved relatively small sums
of money that did not, in any material manner,
affect the safety or soundness of financial insti-
tutions. In addition, the great majority of state
member banks and bank holding companies have
not suffered from any instances of criminal mis-
conduct. But, while the cases involving signifi-
cant offenses constitute a relatively small propor-
tion of all offenses detected, it is important to
remember that their absolute number appears to
have been growing rapidly and that criminal
misconduct and insider abuse have played a
significant role in the failure of some state mem-
ber banks. Thus, there is obvious need to deci-
sively address the problems.

We would emphasize to the committee that
such actions will require a heavy commitment of
resources. All referrals, large and small, must be

processed by the FBI and Offices of U.S. Attor-
neys, and such processing and the investigative
follow-up, we know from our own experience in
carrying out enforcement actions, place a large
burden on limited staff resources. As just one
example, in a very recent removal action under-
taken by the Board, several staff lawyers worked
for a month preparing a suspension case, litigat-
ing the action in federal court (with the assistance
of a U.S. Attorney’s Office) and finally negotiat-
ing a settlement of the matter. While the Board
successfully removed the individual from the
bank where he had caused great harm, the effort
placed a relatively extensive claim on our limited
resources. | am certain that the level of resources
needed to investigate and then prosecute an
individual under the criminal laws in just one
case must be at least as large—a matter that I am
sure representatives from the Department of
Justice can confirm.

Thus, it is clear that the FBI and the Justice
Department are facing a very difficult challenge.
We in the Federal Reserve are prepared to pro-
vide our assistance in helping to meet this chal-
lenge, and indeed have been providing such
assistance recently. For example, in one case
involving two bank holding companies, two in-
sured banks, an insured federal savings bank,
and 10 insiders, the legal and examination staffs
of the Board and a Reserve Bank uncovered
extensive fraudulent schemes being directed by
the individuals through the bank holding compa-
nies. As a first step, our staff convened a meeting
with representatives from the state banking de-
partment, the Federal Home Loan Bank Board
(FHLBB), the Office of the Comptroller of the
Currency (OCC), and the Federal Deposit Insur-
ance Corporation (FDIC) to coordinate civil en-
forcement actions, and then they worked with
the FBI and the U.S. Attorney to explain the
complex schemes, which have already lead to the
failure of the savings bank and substantial losses
to the several financial institutions, including a
Federal Land Bank. We expect indictments in
this case very shortly.

In another case, one of our most senior Re-
serve Bank examiners has been assigned, for the
past 18 months, to assist federal and state pros-
ecutors in connection with the failures of several
state insured thrift associations. To date, the
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state has won eight convictions of some of the
customers and officers and directors of the finan-
cial institutions, and extremely long prison sen-
tences have been set as punishments in recogni-
tion of the serious nature of the crimes.

AREAS OF CONCERN

The committee has asked me to comment on a
number of areas of concern. I will address sev-
eral of these, but time and space limitations
prevent me from giving in-depth answers to each
of the questions you raised in your letter. We will
provide written responses to all questions not
fully covered in my formal remarks.

THE RIGHT TO FINANCIAL PRIVACY ACT
AND RULE 6(e)

The first area involves the Right to Financial
Privacy Act and Rule 6(e) of the Federal Rules of
Criminal Procedure. As Board staff reported to
the committee in response to your October 15
inquiries, we have not found the Right to Finan-
cial Privacy Act to be an impediment to the
criminal referral process from the point of view
of individual banks. Out of the 2,300 referrals
received at the Federal Reserve between August
1985 and June 1987, in only one case did a
referring bank fail to identify the name of a
suspect and in only five others did banks limit the
amount of information provided in their forms
because of perceived problems with the Right to
Financial Privacy Act.

The Right to Financial Privacy Act, however,
does place limitations and restrictions on the
banking agencies in their ability to transfer cer-
tain information to the FBI and the Department
of Justice. When Federal Reserve examiners find
information in the account records of a bank
customer that relate to criminal misconduct, the
examiners cannot freely provide the information
to the criminal justice agencies. We can, by law,
tell the OCC and the FDIC, but we cannot tell the
FBI without following the cumbersome notifica-
tion procedures of the Right to Financial Privacy
Act.

A recent case demonstrates this problem. Fed-
eral Reserve examiners found extensive evi-
dence of reciprocal loans between a state mem-
ber bank and the officers and directors of several
other financial institutions in its area. Several
million dollars of poorly documented and appar-
ently fraudulent loans were made by the bank’s
president to the officers and directors of the other
banks and thrift associations in return for a like
amount of loans to the president and perhaps
other bank officers and directors. Our examiners
immediately contacted the FBI and the U.S.
Attorney in order to alert them to the problem;
but, we could not relay any account information
without the notification of the bank’s insiders or
the issuance of a Grand Jury subpoena. Since
there was no sitting Grand Jury, the FBI could
not act quickly because the notification proce-
dures would have alerted the wrongdoers and
had a negative impact on the investigation of the
fraudulent loans.

Interestingly, in connection with this matter,
the FBI could not provide information about an
important ongoing investigation of the bank’s
president to us because of the limitations and
restrictions of Rule 6(e) of the Federal Rules of
Criminal Procedure. Because of these Grand
Jury secrecy rules, we had not been advised
about an extensive investigation of this individ-
ual’s activities.

The committee should consider whether the
relevant laws need to be amended. With respect
to the Right to Financial Privacy Act, the staffs of
the banking agencies recently completed an in-
teragency package of proposed amendments.
This legislative proposal was approved by the
Board of Governors a few weeks earlier and,
once it has been approved by the other agencies,
it will be submitted to the Congress by all of us.
Simply, the Right to Financial Privacy Act
amendments would permit the free transfer of
information that is lawfully in the hands of bank
examiners, such as through a bank examination,
to the criminal justice agencies.

AVAILABILITY OF REPORTS OF
EXAMINATION

The committee is also interested in the recent
proposed amendment to the Board’s Rules Re-
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garding Availability of Information that deals
with the release of reports of examination and
inspection of state member banks and bank hold-
ing companies to the bank’s agents, such as
accountants or counsel. The proposed revision to
the Board’s regulations in this area would permit
the routine release of such reports to a bank’s or
holding company’s agents, if certain procedures
are followed by the financial institutions and the
agents—procedures that are principally designed
to maintain the confidential nature of the reports
of examination and inspection prepared by the
Federal Reserve.

A final version of the regulation has not been
prepared by Board staff because they are still
examining public comments, It seems to me that
the final regulation should enable the accountants
of a financial institution to review the findings of
an examination during the course of an audit and
should make the release of the report as simple as
possible.

I am aware of the letter of October 9, 1987, you
sent to us on this matter that recommended that
the regulatory agencies be required to make their
examination reports directly available to the au-
ditors of a banking organization. I will make sure
that your position is given careful consideration
by the Board when it reviews this matter. I might
note in this connection that it is our experience
that almost all independent public accountants
request access to an institution’s examination
reports and are routinely granted such access.

AUDITS

The Federal Reserve is well aware of the impor-
tant role that auditors play in promoting the safe
and sound operation of banks. Their reports
provide needed information to managers and
directors of banking institutions and also to their
creditors and stockholders, thus facilitating the
influence that market discipline can exert on the
operation of institutions, Our examiners also
review the reports of auditors when they begin an
examination.

Most, if not all, banking organizations of me-
dium and larger size, as well as a great many
smaller organizations, employ the service of out-
side auditors. Most of the very smallest organi-

zations, on the other hand, rely on internal
auditors to provide needed reports to manage-
ment and to the directors. While the Board
encourages the use of outside auditors, we are
reluctant to endorse a requirement that all orga-
nizations must have an outside audit, because of
the added costs that would impose on smaller
organizations and because, in general, we believe
internal audits can serve adequately the needs of
these smaller organizations. In cases in which
our examiners find internal audit systems to be
deficient, we instruct banks to improve them
and, under appropriate circumstances, to seek
outside audit assistance as well.

EXAMINER TRAINING AND MANPOWER
LEVELS

Since the committee first started its examination
of the problems associated with criminal miscon-
duct and insider abuse, the Federal Reserve, in
cooperation with the other banking agencies, the
FBI, and the Department of Justice, has greatly
expanded its training of examiners to enhance
their abilities to detect, refer, and, when neces-
sary, assist criminal investigations and prosecu-
tions. Between 1985 and this date, more than 25
training sessions of the joint FBI-banking agency
bank fraud course and the Examination Coun-
cil’s White Collar Crime course have been held.
The Federal Reserve has sent more than 100 of
its most senior examiners through these courses
and has provided very experienced examiners
and attorneys to teach them.

With regard to the level of the Federal Re-
serve’s examiner manpower, 1 am pleased to
report that since the implementation of the Fed-
eral Reserve’s enhanced supervision program
over the last two years, examiner levels have
increased substantially. We require the annual
examination of all state member banks and the
semiannual examination of all ‘‘problem’ state
member banks. These additional resources, to
gether with cooperative alternative examination
arrangements we have with state banking agen-
cies, have enabled us to meet our major exami-
nation goals.
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INTERAGENCY SHARING OF INFORMATION
AND COORDINATION WITH LAW
ENFORCEMENT AGENCIES

The Federal Reserve recognizes the great impor-
tance of sharing information with other regula-
tory agencies and in cooperating with and assist-
ing law enforcement agencies to carry out their
duties. Since the Federal Reserve often takes
enforcement actions against bank holding com-
panies with national and state nonmember bank
subsidiaries, it is particularly important that the
OCC and the FDIC be advised of these actions.
Likewise, information concerning all removal
and prohibition actions taken by the Board is
sent to each of the other federal financial institu-
tion supervisory agencies to ensure that the
individual subject to the Board's order does not
reenter the banking industry at another non-
Federal Reserve supervised institution.

Information concerning criminal referrals is
shared with the other agencies on a periodic
basis. Our current system for the sharing of
information about all referrals received by the
Federal Reserve is not meant to be a long-term
solution to the problem of disseminating such
information among all of the banking and crimi-
nal justice agencies. We are awaiting the imple-
mentation of the FBI's Field Office Information
Management System, which is expected to keep
track of all criminal referrals submitted to each of
the banking agencies, correlate the information,
and highlight those repeat offenders who move
from one institution to another after having com-
mitted relatively small crimes.

Obviously, in making and following up on
criminal referrals, communication and cooper-
ation among the agencies are vital. Our examina-
tion and supervisory staffs have worked closely
with the FBI and the Justice Department and are
not aware of any situations in which these agen-
cies have been dissatisfied with the timeliness
and adequacy of information provided by the
Federal Reserve or our response to requests for
assistance. Within the Federal Reserve System,
it is our policy that all examiners make all
necessary referrals as soon as suspected criminal
activities are uncovered, rather than wait until
the conclusion of an examination. Moreover, the
work papers of our examiners are always main-

tained at their Reserve Banks and are available to
the criminal justice agencies upon request.

ROLE OF DIRECTORS

The board of directors plays a critical role in
assuring that a banking organization is operated
in a safe and sound manner and is in full compli-
ance with laws and regulations. For this reason,
it has long been a fundamental tenant of the law
and Federal Reserve policy that directors are
accountabte for carrying out their legal and fidu-
ciary responsibilities. We have also taken a num-
ber of steps to make sure that directors are
properly informed of the condition of their insti-
tutions. For example, in accordance with proce-
dures that were implemented under the Board’s
recently enhanced supervision program, a senior
official of a Reserve Bank meets with the board
of directors of all problem financial institutions
immediately following the conclusion of the Re-
serve Bank’s examination. In addition, when
informal or formal enforcement action is neces-
sary, the Federal Reserve requires each director
of the institution to sign the supervisory enforce-
ment action,

Finally, upon completion of an examination or
inspection in which significant problems are un-
covered, the Federal Reserve sends a summary
report to each director of the institution setting
forth in clear and precise language the nature and
severity of the bank’s and bank holding com-
pany’s weaknesses and the responsibilities of the
directors to take action to correct them.

We have also supported the FDIC in its efforts
to develop guidelines on the responsibility of
directors for overseeing the activities of their
institutions, and the Board recently approved
having the Federal Reserve join with the FDIC
and the OCC in issuing such guidelines. This
action underscores the Federal Reserve’s view of
the critical importance of informed and respon-
sible directors for the health of financial institu-
tions.

CONCLUSION

To sum up, we recognize that insider abuse and
criminal misconduct are serious problems that
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require a timely and effective response by regu-
lators of depository institutions and criminal jus-
tice agencies. And, of course, it is also important
to stress the critical role of the directors of such
institutions in assuring that their institutions are
operated in a safe and sound manner and in full
compliance with laws and regulations. I believe
that it is fair to say that we have made significant
progress in dealing with these problems. The
steps I have outlined today have improved our
ability to identify and refer questionable activi-
ties in a timely fashion, and we have also
strengthened our ability to assist law enforce-
ment agencies in investigating criminal activities.
The support and encouragement of this commit-
tee, it should be pointed out, have been impor-
tant in our efforts to make these improvements.

Moreover, while we recognize that much has
been done, we also know that we have a consid-
erable way to go before we can be fully satisfied
with our accomplishments.

Besides improving our ability to identify and
refer questionable practices, the actions we have
taken should have another benefit. Over time, we
believe that these actions as they are improved
and strengthened, together with our more fre-
quent on-site examination schedule, will increase
the likelihood that perpetrators of questionable
acts will be caught. In the long run, it is our hope
that this deterrent effect will serve to discourage
or prevent the kinds of illegal or questionable
activities that this committee and the regulatory
agencies are working so hard to address. O
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Announcements

FEE SCHEDULES ANNOUNCED FOR
SERVICES OF FEDERAL RESERVE BANKS

The Federal Reserve Board announced on No-
vember 9, 1987, the 1988 fee schedules for ser-
vices provided by the Reserve Banks. The ma-
jority of the 1988 fees are the same as those
currently imposed, and they become effective
Januvary 1, 1988,

The fee schedules apply to check collection,
automated clearinghouse, wire transfer of funds
and net settlement, definitive safekeeping, non-
cash collection, and book-entry services for non-
Treasury securities. Fee schedules for the check
collection service will be distributed by the Re-
serve Banks; fee schedules for the remaining
services are available from Publications Ser-
vices, Board of Governors of the Federal Re-
serve System, Washington, D.C. 20551.

In 1988, total costs for priced services, includ-
ing the Private Sector Adjustment Factor
(PSAF), are projected to be $647.1 million. Total
revenue is estimated at $658.8 million, resulting
in a recovery rate of 101.8 percent. However, the
recovery rate for wire transfers of funds and net
settlement services may be lower due to addi-
tional expenses associated with improving ser-
vices and implementing new contingency backup
arrangements.

As aresult of the Expedited Funds Availability
provision in the Competitive Equality Banking
Act, Reserve Banks will offer beginning Septem-
ber 1, 1988, new services to speed the return of
unpaid checks. The costs and revenues associ-
ated with these services are not included in the
1988 check collection fees.

At the same time, the Board approved the 1988
PSAF for Reserve Bank priced services of $76.2
million—an increase of 7.5 percent over the 1986
level. The PSAF is an allowance for the taxes
that would have been paid and the return on
capital that would have been provided had the

Federal Reserve’s priced services been furnished
by a private business firm.

REGULATION Z: AMENDMENT

The Federal Reserve Board approved on No-
vember 6, 1987, a final rule that amends Regula-
tion Z (Truth in Lending) to implement a provi-
sion of the Competitive Equality Banking Act of
1987 regarding adjustable-rate mortgage caps.

The amendment requires creditors that offer
adjustable-rate mortgages, for both open- and
closed-end credit, to set a limit on the maximum
interest rate that may be charged. Determination
of the maximum rate is within the creditor’s
discretion,

The amendment applies only to closed-end
transactions (such as a traditional second mort-
gage) or open-end plans (such as home equity
lines of credit) entered into on or after December
9, 1987, the effective date of the law. Under the
amendment, creditors are required to specify in
their credit contracts the maximum interest rate
that may be imposed during the term of the
obligation.

PROPOSED ACTIONS

The Federal Reserve Board requested comment
on proposals affecting real estate investment and
development activities in a holding company
framework. Comment was requested by Decem-
ber 4, 1987, on whether the Board, in evaluating
bank holding company proposals, should pro-
hibit banks and savings banks in a holding com-
pany from engaging in real estate and develop-
ment activities and whether these activities
should be confined to nonbank subsidiaries of
bank holding companies.

The Board also requests comment on (1)
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whether member banks, not in a holding com-
pany system, should be subject to interaffiliate
lending restrictions and (2) whether the Board
should impose special capital requirements on
real estate subsidiaries of holding company
banks.

CONTRACT AWARDED FOR AUTOMATED
CURRENCY-PROCESSING EQUIPMENT

The Federal Reserve announced on November
30, 1987, the award of a contract for the manu-
facture of new automated currency-processing
equipment that is expected to meet the nation’s
needs through the rest of this century.

Acting on behalf of the 12 Federal Reserve
Banks, the Federal Reserve Bank of Cleveland
awarded the contract to Recognition Equipment,
Inc. of Irving, Texas, to provide a second-gener-

ation system that will replace current equipment.
The first unit is to be delivered in two years.

The $39.5 million contract was approved by
the Board of Governors. The equipment counts
and sorts currency, detects counterfeit, and de-
stroys unfit currency by shredding. The in-
creased speed of the second-generation equip-
ment and the automation of functions previously
done by hand will contribute substantially to a
reduction in the cost of processing currency and
will increase the productivity of the cash opera-
tions areas in the Reserve Banks.

Among the expected advantages of the second-
generation equipment are a reduction of 40 per-
cent in labor costs; an increase of 20 percent in
output; improved accuracy, fitness, authentica-
tion detectors, and security; and reduction in the
size of shredded material to facilitate disposal.

The purchase is a major step in a continuing
effort by the Federal Reserve Banks to reduce
the cost of providing the public with fit currency.
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON SEPTEMBER 22, 1987
Domestic Policy Directive

The information reviewed at this meeting sug-
gested that economic activity was expanding in
the current quarter at a pace similar to that in the
first half of the year. Output and employment
appeared to have registered solid gains in the
third quarter, with particular strength in the
industrial sector of the economy. On the spend-
ing side, outlays for consumption and business
equipment have risen noticeably this quarter, but
construction has been weak. Price advances
have eased in recent months after a sharp rise
earlier in the year, and wage increases have
remained subdued.

Industrial production rose further in August
after large gains in other recent months; the
August level was more than 7 percent (annual
rate) above the second-quarter average. Business
equipment and materials have been the strongest
components of industrial output in recent
months, but advances have been widespread
among major market groupings.

Nonfarm payroll employment increased again
in August; although the gain was half the size of
the July increase, the average change in the two
months was close to the pace of the first half of
the year. The average workweek also rose in
August and, coupled with the employment gains,
pushed up aggregate hours of production and
nonsupervisory workers significantly. Hiring re-
mained strong in services, but employment lev-
eled off in manufacturing after a large gain in
July. The unemployment rate was unchanged at
6.0 percent in August, about three-quarters of a
percentage point lower than at the beginning of
the year.

Retail sales have increased considerably in
recent months. Auto sales have been boosted by

end-of-model-year discounts and financing incen-
tives. However, a considerable decrease in do-
mestic car sales in the first ten days of September
suggested that the effectiveness of the incentive
programs might be waning. Retail spending on
consumer goods excluding autos and gasoline
continued to advance at a moderate pace in July
and August to a level slightly above the second-
quarter average. Housing starts edged down to
an annual rate of 1.58 million units, as a decline
in single-family starts more than offset some
increase in multifamily construction. The run-up
in mortgage interest rates during April and May
has damped housing demand, as reflected in the
reduced pace of housing starts and sales in recent
months. Multifamily starts have remained close
to the average rate in the second quarter but
substantially below that recorded during the first
three months of the year. Business fixed invest-
ment appeared to be strengthening, particularly
for equipment. In July, shipments of nondefense
capital goods were 22 percent above the second-
quarter average, and orders for these goods rose
substantially in recent months. Spending for non-
residential structures has continued to trend
lower, albeit at a slower rate than over the past
couple of years, partly because of renewed
strength in petroleum drilling. Inventories in mid-
summer appeared to be moderate in most seg-
ments of the nonfarm business sector. At auto
dealers, the quickened selling pace in August,
combined with scaled-back production, reduced
inventories to more comfortable levels. For re-
tailers other than auto dealers, stocks increased
at a relatively slow rate, and the inventory-sales
ratio edged down in August. As a result of the
apparently conservative inventory stance in man-
ufacturing, factory stocks have remained gener-
ally lean, with the July inventory-shipments ratio
near its lowest point in the current cycle.
Preliminary data suggested that the nominal
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U.S. merchandise trade deficit was essentially
unchanged in July from its June level despite
substantial increases in the quantity and prices of
oil imports. However, the July deficit was larger
than the second-quarter average. In real terms,

the second-quarter deficit on goods in the GNP

accounts narrowed only slightly further because
a rebound in the quantity of oil and non-oil
imports largely offset a substantial rise in the
quantity of exports. The surplus on services in
the GNP accounts narrowed in real terms. The
average pace of economic growth in the major
foreign industrial economies increased in the
second quarter after a very weak first quarter. A
rebound in German GNP in the second quarter
reversed a first-quarter decline but left GNP no
higher than its third-quarter 1986 level. Real
GNP also resumed growing in the second quarter
in France and Italy, while real GNP in Canada
and the United Kingdom showed continued
strength. In Japan, real GNP did not grow in the
second quarter on average as a more rapid rise in
domestic demand was offset by the negative
contribution of the external sector; however,
industrial production picked up in June and July.
While cumulative surpluses in the trade and
current accounts of Japan and Germany for the
year to date remained at or near a record rate,
data for recent months indicate some adjustment,
especially for Japan.

Price increases have eased in recent months;
the CPI and PPI for finished goods both rose 0.2
percent in July, and the August PPI was un-
changed. The deceleration in these price mea-
sures from the pace in the first half of the year
largely reflected a downturn in food prices and
smaller energy price increases. Producer prices
for finished foods fell sharply in August, and
although the effect of rising oil prices continued
to be evident, declines in both spot and contract
prices were likely to damp retail energy prices by
early autumn. Excluding food and energy, the
CPI rose in July at around the reduced pace of
the second quarter and the comparable PPI in-
creased moderately over the first two months of
the current quarter.

At its meeting on August 18, the Committee
adopted a directive that called for maintaining
the existing degree of pressure on reserve posi-
tions. The members decided that somewhat

greater reserve restraint would, or slightly lesser
reserve restraint might, be acceptable depending
on indications of inflationary pressures, the
strength of the business expansion, develop-
ments in foreign exchange markets, as well as the
behavior of the monetary aggregates. M2 and M3
were expected to grow at annual rates of around
5 percent from June through September, while
growth in M1 was expected to pick up from the
much reduced pace of recent months. The inter-
meeting range for federal funds was left un-
changed at 4 to 8 percent.

Total and nonborrowed reserves resumed ex-
pansion in August, primarily because of higher
levels of excess reserves. In the maintenance
period after the August meeting, federal funds
generally traded in a 6% to 6% percent range,
though the rate moved a bit higher around the
end of August when markets began to expect that
the System would tighten policy. In light of the
potential for greater inflation, associated in part
with weakness in the dollar, a decision was made
in early September to reduce marginally the
availability of reserves through open market op-
erations. On September 4 the discount rate was
raised from 5%2 percent to 6 percent. After the
discount rate increase, federal funds traded
mainly in the 7 to 7V4 percent area. In the two
maintenance periods completed since the August
meeting, adjustment plus seasonal borrowing
averaged about $530 million.

Other interest rates rose substantially over the
intermeeting period. Market interest rates moved
up early in the period amid pressures on the
dollar, concerns about inflation, and expecta-
tions of policy-firming actions by the Federal
Reserve. Rates rose further after the increase in
the discount rate, particularly short-term rates;
also, commercial banks raised the prime rate by
14 percentage point. On balance, market rates
were up 2 to ¥ percentage point over the
intermeeting period. Most stock price indexes
reached new highs in late August but subse-
quently retreated to levels 214 to 6 percent below
those at the time of the August meeting.

The weighted-average foreign exchange value
of the dollar in terms of the other G-10 currencies
declined about 2% percent in the weeks immedi-
ately following the August meeting. The main
factor in the dollar’s depreciation appeared to be



42 Federal Reserve Bulletin [J January 1988

greater pessimism about the pace of adjustment
of external imbalances, following the release of
U.S. merchandise trade data that were worse
than market participants had expected. More-
over, prospects for growth abroad relative to that
in the United States suggested only a limited
contribution from this source to external adjust-
ment. The dollar rose somewhat later in the
period after the increase in the discount rate,
reducing its net decline over the intermeeting
period to about 1% percent.

Growth in the monetary aggregates increased
in August from the sluggish pace of previous
months. The acceleration of M2 in August partly
reflected faster growth in its M1 component as
the runoff in demand deposits ended and the
growth of other checkable deposits accelerated
slightly. The strongest growth among nontrans-
actions components of M2 occurred in RP liabil-
ities at banks, which rose sharply in association
with a surge in acquisitions of Treasury securities
for trading accounts, and in money market mu-
tual funds. Bolstered by the expansion in M2 and
by faster growth in managed liabilities, M3 ex-
panded at a 7%2 percent annual rate in August.
Over July and August the broader monetary
aggregates increased at annual rates of 4 to 5
percent, and for the year through August their
cumulative growth remained below the low ends
of their target ranges for 1987, with M2 substan-
tially below its range.

The staff economic projections had changed
only marginally since the August FOMC meet-
ing. Somewhat stronger growth was anticipated
over the near term, but real GNP still was
expected to expand at a moderate rate through
the end of 1988. Improvement in the external
sector was projected to provide substantial im-
petus for real growth as changes in the foreign
exchange value of the dollar boosted U.S. ex-
ports and damped import growth. In contrast,
growth in domestic spending would probably be
relatively subdued. Rising import prices associ-
ated with the fall in the value of the dollar were
likely to limit increases in real income and con-
sumer spending; budgetary pressures probably
would constrain government purchases; and ris-
ing mortgage rates and high vacancy rates were
expected to damp construction activity. As in
previous forecasts, inflation was projected to

moderate in the second half of 1987, but to move
back up in 1988, reflecting pressures from rising
import prices. Moreover, with the civilian unem-
ployment rate projected to edge lower, the
pickup in prices was expected to push up labor
costs and compensation gains next year.

In the Committee’s discussion of the economic
situation and outlook, members commented that
current indicators of business activity were gen-
erally favorable and pointed on balance to con-
tinuing expansion at a moderate pace. A number
of members believed that any deviation from
current expectations was likely to be in the
direction of faster growth. However, some saw
factors in the outlook that would be likely to
restrain any potential for a substantially stronger
expansion, and one view stressed the vulnerabil-
ity of the expansion to a slowdown. With regard
to the outlook for inflation, members noted that
developments in financial markets suggested
some buildup in inflationary expectations, but
they also stressed that there was no current
evidence of an upturn in broad measures of
inflation. Nonetheless, several expressed con-
cern about the risks of some intensification in
price and wage pressures. Others saw greater
prospects that the rate of inflation might hold
around current levels or possibly decline.

In their discussion of specific developments
bearing on the outlook for domestic business
activity, members observed that key economic
indicators provided evidence of appreciable mo-
mentum in the business expansion. Individual
members also reported that local business condi-
tions appeared to be strengthening in many parts
of the country, although recovery in some previ-
ously depressed areas or sectors of the economy
was still quite modest or tentative, with current
activity still well below earlier peaks. It was
suggested that the expansion could be character-
ized currently as better balanced than earlier,
with favorable implications for its sustainability.
At the same time, some members believed that
the risks of appreciably more rapid expansion
were relatively limited in the context of consid-
erable progress in reducing the federal budget
deficit, restrained monetary expansion, and an
increased level of interest rates. Some members
also noted that increasing domestic demands and
the prospects for improvement in the foreign
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trade balance had greatly reduced the odds of a
shortfall in the expansion from current expecta-
tions.

The members continued to view the very large
deficits in the federal budget and in the foreign
trade balance as issues of fundamental concern.
Although a great deal of progess had been made
in reducing the federal deficit in the current fiscal
year, the outlook for needed further progress was
uncertain. The trade deficit also had improved in
real terms, though not in nominal terms, over the
course of recent quarters. The members gener-
ally expected at least some progress to be made
on the latter basis as foreign trade patterns and
prices were adjusted over time to the reduced
value of the dollar in foreign exchange markets.
However, the timing and extent of such improve-
ment remained subject to considerable uncer-
tainty, and differing views were expressed re-
garding the most likely prospects for net exports
and the underlying pressures on the dollar. The
members agreed that the vigor of the domestic
expansion would depend to a substantial extent
on foreign trade developments. Some members
noted that with shrinking margins of excess ca-
pacity in labor markets, overall domestic de-
mands would need to remain relatively moderate
to provide room for growth in export production;
in that regard continuing progress in reducing the
federal budget deficit was essential.

Turning to the outlook for inflation, members
commented that the sharp decline in unemploy-
ment this year together with anecdotal evidence
of labor shortages in many areas of the country
had not triggered any general increases in wage
rates thus far. Additionally, the members did not
see in recent indicators any evidence of an up-
turn in the general level of prices. However,
several expressed concern that the economy
might have reached the point where employment
and production levels would tend to be associ-
ated with stronger pressures on wages and
prices, particularly if the business expansion
proved to be more vigorous than was generally
anticipated. Of particular concern was the pros-
pect that rising prices of internationally traded
goods could foster a more general increase in
domestic prices and lead to higher wages. Be-
cause such developments would reflect broader
and more permanent cost factors, the inflation

problem would become much more difficult for
policymakers. A number of other members saw a
lesser risk that inflation would intensify over the
period ahead. Highly competitive conditions
continued to characterize many markets, both
domestic and international, and businessmen
were persisting in their efforts to curb their costs
of production. It also was noted that a portion of
the gains in output and employment was occur-
ring in previously depressed industries where the
availability of labor and other production re-
sources was concentrated. In this view monetary
policy had been sufficiently tight, with relatively
low monetary growth, and in the context of a less
expansionary fiscal policy, the economy was not
seen as likely to generate excessive demand
pressures over the next several quarters.

At its meeting in July the Committee reviewed
the basic policy objectives that it had set in
February for growth of the monetary and debt
aggregates in 1987 and established tentative ob-
jectives for expansion of those aggregates in
1988. For the period from the fourth quarter of
1986 to the fourth quarter of 1987, the Committee
reaffirmed the ranges established in February
involving growth of 52 to 8%2 percent for both
M2 and M3. Given developments through mid-
year, the Committee agreed that growth in these
aggregates around the lower ends of their ranges
might be appropriate, depending on the circum-
stances. The monitoring range for expansion in
total domestic nonfinancial debt also was left
unchanged at 8 to 11 percent for 1987. For 1988
the Committee agreed on tentative reductions of
14 percentage point to growth ranges of 5 to 8
percent for both M2 and M3. The Committee also
reduced the associated range for growth in total
domestic nonfinancial debt by 2 percentage
point to 72 to 10%2 percent for 1988. With
respect to M1, the Committee decided at the July
meeting not to set a specific target for the remain-
der of 1987 or to establish a tentative range for
1988. It was understood that all the ranges for
1988 were provisional and that they would be
reviewed early next year in the light of interven-
ing developments. The issues involved with es-
tablishing a target for M1 would be carefully
reappraised at the beginning of 1988.

In the Committee’s discussion of policy imple-
mentation for the weeks immediately ahead,



44 Federal Reserve Bulletin O January 1988

most of the members indicated that they were in
favor of directing open market operations, at
least initially, toward achieving the increased
degree of reserve pressure that had been sought
in recent weeks. No change in policy would be
involved, given the decision in early September
to reduce the availability of reserves; however,
because implementation of that decision had not
yet been reflected in actual pressures on reserves
or in money markets, an unchanged policy at this
meeting would imply some slight firming from the
actual reserve conditions that had prevailed re-
cently. A few members expressed a preference
for maintaining the existing degree of reserve
pressure. The members agreed that the differ-
ences in question were slight and that, against the
background of earlier policy-firming actions, sig-
nificant further changes in policy were not desir-
able at this time. In the latter connection, some
members urged that particular caution be exer-
cised in implementing policy following today’s
meeting in order not to convey a misleading
impression of the System’s policy intentions.

In reaching their decisions the members took
account of a staff analysis that suggested that
even without any increase in reserve pressures
money growth was likely to remain fairly sub-
dued over the months ahead. This outlook re-
flected in large measure the expected effects on
money demand of the increase in market interest
rates associated in part with the decisions in
early September to achieve slightly firmer re-
serve conditions and to raise the discount rate. In
the circumstances, growth of M2 might continue
at about its average pace of recent months and on
a cumulative basis remain appreciably below the
Committee’s range for the year. Growth in M3
might pick up marginally from its recent pace,
ending the year around the lower limit of its
range for 1987. Given its particular sensitivity to
interest rates, growth in M1 for the balance of the
year was expected to slow further from its con-
siderably reduced pace thus far in 1987. The
members recognized that projections of mone-
tary growth necessarily involved a wide range of
uncertainty. In particular, developments in the
months ahead would depend importantly on the
unknown extent to which holders of money as-
sets would respond to the higher market interest
rates that had emerged and also on the extent to

which depository institutions would adjust their
offering rates on interest-bearing deposits. In
light of the uncertainties that were involved,
judgments about appropriate rates of monetary
growth would need to rely on accompanying
economic and financial developments.

With regard to possible adjustments in policy
implementation during the intermeeting period,
the members generally felt that there should be
no presumptions about the likely direction of
such adjustments, if any. A number of members
commented that, taking account of earlier policy
firming decisions, monetary policy was now ap-
propriately positioned under the circumstances
that were most likely to prevail. While a few
members felt that the Committee should remain
especially alert to developments that might call
for somewhat firmer reserve conditions, others
did not want the directive to lean in the direction
of still further firming, given the slight initial
firming that was already contemplated. The
members generally agreed that in addition to
developments relating to the outlook for infia-
tion, any reserve adjustments during the inter-
meeting period should give weight to ongoing
business developments and the performance of
the dollar in foreign exchange markets. In keep-
ing with the Committee’s usual approach, it also
was understood that any decision to alter reserve
objectives during the intermeeting period would
take account of the behavior of monetary aggre-
gates.

The members generally supported a proposal
to raise the existing intermeeting range for the
federal funds rate by 1 percentage point to Sto 9
percent. One member expressed concern that the
higher range might be misinterpreted as signaling
future firming action. Others pointed out, how-
ever, that the increase was a technical adjust-
ment intended to take account of the rise in the
federal funds rate over the course of recent
weeks and to provide a more symmetrical range
around the current rate. By itself the increase
would have no significance for policy. The fed-
eral funds range provides a mechanism for initi-
ating consultation of the Committee when its
boundaries are persistently exceeded.

At the conclusion of the Committee’s discus-
sion, all of the members indicated that they
preferred or could accept a directive that called
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for maintaining the slightly firmer degree of re-
serve pressure that had been sought in recent
weeks. With regard to possible adjustments dur-
ing the intermeeting period, the members indi-
cated that somewhat greater reserve restraint or
somewhat lesser reserve restraint would be ac-
ceptable depending on developments relating to
inflation, the strength of the business expansion,
the performance of the dollar in foreign exchange
markets, while also taking account of the behav-
ior of the monetary aggregates. The contem-
plated provision of reserves was expected to be
consistent with growth in M2 and M3 at annual
rates of around 4 percent and around 6 percent
respectively, for the four-month period from
August to December. Growth in M1 was ex-
pected to remain relatively slow over the same
period. Because of the unusual uncertainty relat-
ing to the behavior of M1 and in keeping with the
decision not to set a longer-run target for this
aggregate, the Committee decided to continue
the practice of not specifying a numerical expec-
tation for its short-run growth. The members
agreed that the intermeeting range for the federal
funds rate should be raised from 4 to 8 percent to
5 to 9 percent.

At the conclusion of the meeting the following
domestic policy directive was issued to the Fed-
eral Reserve Bank of New York:

The information reviewed at this meeting suggests
on balance that economic activity is expanding in the
current quarter at a pace similar to that in the first half
of the year. Total nonfarm payroll employment rose
further in August after a large increase in July. The
civilian unemployment rate remained at 6.0 percent,
well below its level at the start of the year. Industrial
production increased further in August following large
gains in other recent months, Consumer spending,
bolstered by a rise in auto sales, posted a large
increase in August. Recent indicators of business
capital spending point to some strength, particularly in
equipment outlays. Housing starts fell in August to a
level a little below their average in other recent
months. Preliminary data suggest that the nominal
U.S. merchandise trade deficit was unchanged in July
from its June level but larger than the second-quarter
average. The rise in consumer and producer prices has
slowed in recent months, reflecting favorable price
developments in food and energy.

Growth of the monetary aggregates strengthened in
August, but for 1987 through August, expansion of

both M2 and M3 remained below the lower ends of the
ranges established by the Committee for the year;
growth in M1 has been at a much reduced pace in 1987,
Expansion in total domestic nonfinancial debt has
moderated this year. Interest rates have risen consid-
erably since the meeting on August 18. On September
4, the Federal Reserve Board approved an increase in
the discount rate from 5% to 6 percent. In foreign
exchange markets, the trade-weighted value of the
dollar in terms of the other G-10 currencies has depre-
ciated on balance since the latest meeting; some of the
decline in the dollar early in the intermeeting period
was later reversed.

The Federal Open Market Committee seeks mone-
tary and financial conditions that will foster reasonable
price stability over time, promote growth in output on
a sustainable basis, and contribute to an improved
pattern of international transactions. In furtherance of
these objectives the Committee agreed at its meeting
in July to reaffirm the ranges established in February
for growth of 55 to 8% percent for both M2 and M3
measured from the fourth quarter of 1986 to the fourth
quarter of 1987. The Committee agreed that growth in
these aggregates around the lower ends of their ranges
may be appropriate in light of developments with
respect to velocity and signs of the potential for some
strengthening in underlying inflationary pressures,
provided that economic activity is expanding at an
acceptable pace, The monitoring range for growth in
total domestic nonfinancial debt set in February for the
the year was left unchanged at 8 to 11 percent.

For 1988, the Committee agreed on tentative ranges
of monetary growth, measured from the fourth quarter
of 1987 to the fourth quarter of 1988, of 5 to 8 percent
for both M2 and M3. The Committee provisionally set
the associated range for growth in total domestic
nonfinancial debt at 72 to 10%2 percent.

With respect to M1, the Committee recognized that,
based on experience, the behavior of that aggregate
must be judged in the light of other evidence relating to
economic activity and prices; fluctuations in M1 have
become much more sensitive in recent years to
changes in interest rates, among other factors. Be-
cause of this sensitivity, which has been reflected in a
sharp slowing of the decline in M1 velocity over the
first half of the year, the Committee again decided at
the July meeting not to establish a specific target for
growth in M1 over the remainder of 1987 and no
tentative range was set for 1988. The appropriateness
of changes in M1 this year will continue to be evalu-
ated in the light of the behavior of its velocity, devel-
opments in the economy and financial markets, and
the nature of emerging price pressures. The Commit-
tee welcomes substantially slower growth of M1 in
1987 than in 1986 in the context of continuing eco-
nomic expansion and some evidence of greater infla-
tionary pressures. The Committee in reaching opera-
tional decisions over the balance of the year will take
account of growth in M1 in the light of circumstances
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then prevailing. The issues involved with establishing
a target for M1 will be carefully appraised at the
beginning of 1988.

In the implementation of policy for the immediate
future, the Committee seeks to maintain the degree of
pressure on reserve positions sought in recent weeks.
Somewhat greater reserve restraint or somewhat
lesser reserve restraint would be acceptable depending
on indications of inflationary pressures, the strength of
the business expansion, developments in foreign ex-
change markets, as well as the behavior of the aggre-
gates. This approach is expected to be consistent with
growth in M2 and M3 over the period from August
through December at annual rates of around 4 percent
and around 6 percent, respectively. M1 is expected to
continue to grow relatively slowly. The Chairman may
call for Committee consultation if it appears to the
Manager for Domestic Operations that reserve condi-
tions during the period before the next meeting are
likely to be associated with a federal funds rate per-
sistently outside a range of § to 9 percent.

Votes for this action: Messrs. Greenspan, Corri-
gan, Angell, Boehne, Boykin, Heller, Kelley,
Keehn, Johnson, Ms. Seger, and Mr. Stern. Votes
against this action: None.

On every business day from October 19 to 30,
1987, the Committee conferred by telephone and
reviewed the extremely volatile conditions that
had developed in financial markets. The mem-
bers agreed on the need for special flexibility in
open market operations during this period for
meeting the liquidity requirements of the eco-
nomic and financial system. Such an approach to
policy implementation was deemed to be consis-
tent with the directive adopted at the meeting on
September 22, but it was understood that policy
would have to be kept under particularly close
review.
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Legal Developments

AMENDMENT TO REGULATION Z

The Board of Governors is amending 12 C.F.R, Part
226, its Regulation Z, by issuing a final rule to imple-
ment section 1204 of the Competitive Equality Bank-
ing Act of 1987 (Pub. L. No. 100-86, 101 State. 552).
Section 1204 provides that, effective December 9,
1987, any adjustable rate mortgage loan originated by
a creditor must include a limitation on the maximum
interest rate that may apply during the term of the
loan. The final rule, incorporating the new law into
Regulation Z, limits the scope of section 1204 to
dwelling-secured consumer credit, that is subject to
the Truth in Lending Act and Regulation Z, in which a
creditor may make interest rate changes during the
term of the credit obligation—whether those changes
are tied to an index or formula or are within the
creditor’s discretion. The rule applies the statutory
requirement to both closed-end and open-end credit.
As a result, effective December 9, 1987, creditors are
required to set a lifetime maximum interest rate on all
credit obligations secured by a dwelling that require
variable-rate disclosures under Regulation Z, where
the interest rate may increase, In addition, creditors
offering open-end lines of credit secured by a dwelling
in which the creditor has the contractual right to
change the interest rate—the periodic rate and corre-
sponding annual percentage rate—on an account are
also required to set a lifetime maximum interest rate
applicable during the plan. The rule applies only to
credit obligations entered into on or after December 9,
1987.

Creditors must specify the lifetime maximum rate of
interest that may be imposed on obligations subject to
section 1204 in their credit contracts (the instrument
signed by the consumer that imposes personal liabil-
ity). Determination of the maximum rate is within the
creditor’s discretion. Until October 1, 1988, compli-
ance with section 1204—specifying the maximum
interest rate in credit contracts—meets the require-
ment in Regulation A that creditors disclose limita-
tions on rate increases as part of the variable rate
disclosures for open-end credit plans and closed-end
credit transactions.

Effective December 9, 1987, the Board amends 12
C.F.R. Part 226 as follows:

Part 226—Truth in Lending

1. The authority citation for 12 C.F.R. Part 226 is
revised to read as follows:

Authority: Section 105, Truth in Lending Act, as
amended by section 605, Pub. L. 96-221, 94 Stat. 170
(15 U.S.C. 1604 et seq.); section 1204(c), Competitive
Equality Banking Act, Pub. L. 100-86, 101 Stat. 552.

2. Part 226 is amended by revising paragraphs 226.1(a),
(d)(4) and (e) to read as follows:

Subpart A—General

Section 226.1—Authority, purpose, coverage,
organization, enforcement and liability,

(a) Authority: This regulation, known as Regulation Z,
is issued by the Board of Governors of the Federal
Reserve System to implement the federal Truth in
Lending and Fair Credit Billing Acts, which are con-
tained in title I of the Consumer Credit Protection Act,
as amended (15 U.S.C. 1601 et seq.). This regulation
also implements title XII, section 1204 of the Compet-
itive Equality Banking Act of 1987 (Pub. L. 100-86,
101 Stat. 552). Information-collection requirements
contained in this regulation have been approved by the
Office of Management and Budget under the provi-
sions of 44 U.S.C. 3501 ef seq. and have been assigned
OMB No. 7100-0199.

* &%k ok ok

(4) Subpart D contains rules on oral disclosures.
Spanish language disclosure in Puerto Rico, record
retention, effect on state laws, state exemptions,
and rate limitations.

* ok ok %k

(e) Enforcement and liability. Section 108 of the act
contains the administrative enforcement provisions.
Sections 112, 113, 130, 131, and 134 contain provisions
relating to liability for failure to comply with the
requirements of the act and the regulation. Section
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1204(c) of Title XII of the Competitive Equality Bank-
ing Act of 1987, Pub. L. No. 100-86, 101 Stat. 552,
incorporates by reference administrative enforcement
and civil liability provisions of sections 108 and 130 of
the act.

* % * k%

3. A new section 226.30 is added to Subpart D to read
as follows:

Subpart D—Miscellaneous
Section 226.30—Limitation on rates

A creditor shall include in any consumer credit con-
tract secured by a dwelling and subject to the act and
this regulation the maximum interest rate that may be
imposed during the term of the obligation ° when;
(a) In the case of closed-end credit, the annual per-
centage rate may increase after consummation, or
(b) In the case of open-end credit, the annual percent-
age rate may increase during the plan.

AMENDMENT TO RULES REGARDING
DELEGATION OF AUTHORITY

The Secretary of the Board of Governors has ap-
proved technical amendments to 12 C.F.R. Part 265,
its Rules Regarding Delegation of Authority, to reflect
changes in titles of Board officials exercising delegated
authority,

Effective June 17, 1987, the Secretary of the Board
amends 12 C.F.R. Part 265 as follows:

Part 265—Rules Regarding Delegation of
Authority

1. The authority citation for Part 265 continues to read
as follows:

Authority: Sec. 11(k), 38 Stat. 261 and 80 Stat. 1314
(12 U.S.C. 248(k).

2. The following sections are amended by removing
the words indicated below and inserting in their place
the words ‘‘Staff Director of the Division of Banking
Supervision and Regulation’”:

(a) Section 265.1a(a)(2): ‘‘Director of the Division of
Banking Supervision and Regulation’’;

50. Compliance with this section will constitute compliance with
the disclosure requirements on limitations on increases in footnote 12
to sections 226.6(a)(2) and 226.18(f)(2) until October 4, 1988.

(b) Sections 265.2(b)(10) and 265.2(f)(48): *‘Director of
Banking Supervision and Regulation’’;

(c) Section 265.2(f)(26): *‘Director of the Board’s Di-
vision of Banking Supervision and Regulation™.

3. The following sections are amended by removing
the words indicated below and inserting in their place
the words ‘‘directors and staff directors’’:

(a) Section 265.2(b)(11): ‘‘directors’’;

(b) Section 265.2(c)(29): ‘‘Directors”.

4, The introductory text of section 265.2(¢c) is revised
to read as follows:

(c) The Staff Director of the Division of Banking
Supervision and Regulation (or, in the Staff Director’s
absence, the Acting Staff Director) is authorized:

% %k k ok

5. Sections 265.2(c)(26), 265.2(c)(29), and 265.2(c)(34)
are amended by removing the word *‘Director’’, which
appears once in section (¢)(26), once in section (c)(34),
and twice in section (c)(29), and inserting in its place
the words ‘‘Staff Director’.

6. Section 265.2(g) is revised to read as follows:

(g) The Staff Director of the Division of International
Finance (or, in the Staff Director’s absence, the Acting
Staff Director) is authorized, under the provisions of
the sixth paragraph of section 14 of the Federal Re-
serve Act (12 U.S.C. 358), to approve the establish-
ment of foreign accounts with the Federal Reserve
Bank of New York.

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT AND BANK MERGER ACT

Orders issued Under Section 3 of the Bank
Holding Act

CBTC Holding Company, Inc.
Paris, Tennessee

Order Approving Formation of a Bank Holding
Company

CBTC Holding Company, Inc., Paris, Tennessee
(‘*Applicant’’), has applied for the Board’s approval
under section 3(a)(1) of the Bank Holding Company
Act, as amended (12 U.S.C. § 1842(a)(1)) (‘“‘BHC
Act’’), to become a bank holding company by acquir-
ing 100 percent of the voting shares of Commercial
Holding Company, Inc., Paris, Tennessee (‘‘Com-
pany’’), and thereby indirectly acquire control of
Commercial Bank and Trust Company, Paris, Tennes-
see (‘‘Bank”’).



Legal Developments 49

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

Applicant, a non-operating corporation with no sub-
sidiaries, was organized for the purpose of becoming a
bank holding company by acquiring Company and
thereby indirectly acquiring Bank, which holds depos-
its of $110.3 million."” Upon acquisition of Bank,
Applicant would control the 45th largest bank in
Tennessee, representing .034 percent of total deposits
in commercial banks in the state.

Bank is the largest of three banking organizations in
the relevant market and holds 70 percent of the total
deposits in commercial banks in that market.? Princi-
pals of Applicant and Bank are not affiliated with any
other depository organizations in the market. Based
on the facts of record, consummation of the proposed
transaction would not result in any adverse effects
upon competition or increase concentration of banking
resources in any relevant area. Accordingly, the Board
concludes that competitive considerations under the
BHC Act are consistent with approval of the applica-
tion.

Applicant will become a bank holding company by
acquiring control of Company. By the instant pro-
posal, Applicant’s principals propose to place acquisi-
tion debt in Applicant. The Board has previously
indicated that a bank holding company should serve as
a source of financial and managerial strength for its
subsidiary banks.* Although Applicant will incur debt
in connection with this proposal, it appears that Ap-
plicant will be able to service its debt, particularly in
view of Bank’s favorable earnings record and sound
financial condition. In light of the above, the Board
views the financial and managerial resources of Appli-
cant, Company, and Bank as consistent with approval.
Considerations relating to the convenience and needs
of the communities to be served are also consistent
with approval.

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. The transaction shall not be
consummated before the thirtieth calendar day follow-
ing the effective date of this Order, or later than three

1. All banking data are as of December 31, 1986.

2. The relevant banking market is approximated by Henry County,
Tennessee.

3. See, CNB Bancorp, Danville, Illinois (73 FEDERAL RESERVE
BULLETIN 598 (1987)).

months after the effective date of this Order, unless
such period is extended for good cause by the Board or
the Federal Reserve Bank of St. Louis, acting pursu-
ant to delegated authority.

By order of the Board of Governors, effective No-
vember 23, 1987,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, and Heller. Absent and not voting: Gover-
nors Angell and Kelley.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Eastern Michigan Financial Corporation
Croswell, Michigan

Order Approving Acquisition of a Bank

Eastern Michigan Financial Corporation (‘‘Eastern
Michigan’’), Croswell, Michigan, a bank holding com-
pany within the meaning of the Bank Holding Com-
pany Act (“‘Act”), 12 U.S.C. § 1842 et seq., has
applied pursuant to section 3(a)(3) of the Act, 12
U.S.C. § 1843(a)(3), to acquire Sanilac County Bank,
Deckerville, Michigan (‘‘Bank”’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
given in accordance with section 3(b) of the Act, 52
Federal Register 30,251 (1987). The time for filing
comments has expired, and the Board has considered
the application and all comments received in light of
the factors set forth in section 3(c) of the Act.

Eastern Michigan is the 78th largest commercial
banking organization in Michigan, controlling deposits
of $56.6 million, representing 0.1 percent of total
deposits in commercial banking organizations in the
state.! Bank is the 118th largest commercial banking
organization in Michigan, controliing deposits of $35.4
million, representing less than one percent of total
deposits in commercial banking organizations in the
state. Upon consummation of this proposal, Eastern
Michigan would become the 47th largest commercial
banking organization in the state, controlling $92 mil-
lion in deposits, representing less than one percent of
total deposits in commercial banking organizations in
the state. Consummation of the proposal would not
increase significantly the concentration of banking
resources in Michigan.

Eastern Michigan’s subsidiary bank competes di-
rectly with Bank in the Sanilac County banking

1. All banking data are as of June 30, 1986.
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market.? Eastern Michigan is the second largest com-
mercial banking organization in the market, with de-
posits of $44.2 million, representing 17.2 percent of
total deposits in commercial banks in the market.
Bank is the fourth largest commercial banking organi-
zation in the market, with $35.4 million in deposits,
representing 13.8 percent of total deposits in commer-
cial banks in the market. Upon consummation of this
proposal, Eastern Michigan would remain the second
largest commercial banking organization in the mar-
ket, with $79.6 million in deposits, representing 31.0
percent of the total commercial banking deposits in the
market. The market is considered highly concentrated,
with a four-firm concentration ratio of 82.3 percent.
The Herfindahl-Hirschman Index (‘““HHI'’) of the
market is 2142 and would increase by 475 points to
2617 upon consummation of this proposal.?

Although consummation of this proposal would
eliminate existing competition between Eastern Mich-
igan and Bank in the Sanilac County banking market,
numerous other commercial banks would continue to
operate in the market after consummation of this
proposal. In addition, the Board has considered the
presence of thrift institutions in the banking market in
its analysis of this proposal. The Board previously has
indicated that thrift institutions have become, or have
the potential to become, major competitors of com-
mercial banks.* Thrift institutions already exert a
considerable competitive influence in the market as
providers of NOW accounts and consumer loans, and
many are engaged in the business of making commer-
cial loans. Based upon the number, size, market share
and commercial lending activities of thrift institutions
in the market, the Board has concluded that thrift
institutions exert a significant competitive influence

2. The Sanilac County banking market is approximated by Sanilac
County, Michigan.

3. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is over 1800 is considered highly concentrated, and
the Department is likely to challenge a merger that increases the HHI
by more than 50 points unless other factors indicate that the merger
will not substantially lessen competition. The Department of Justice
has informed the Board that a bank merger or acquisition is not likely
to be challenged (in the absence of other factors indicating an
anticompetitive effect) unless the post-merger HHI is at least 1800 and
the merger increases the HHI by at least 200 points. The Justice
Department has stated that the higher than normal HHI thresholds for
screening bank acquisitions for anti-competitive effects implicitly
recognizes the competitive effects of limited purpose lenders and
other non-depository financial entities.

4. The Board has previously indicated that thrift institutions have
become, or have the potential to become, major competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BULLETIN 743 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); and First Tennessee National Corpo-
ration, 69 FEDERAL RESERVE BULLETIN 298 (1983).

that mitigates the anticompetitive effects of this pro-
posal in the Sanilac County banking market.’

In addition, Bank has faced severe financial and
managerial problems in recent years that have resulted
in a decline in Bank’s ability to perform as a strong
competitor in the market.® Moreover, the Sanilac
County banking market is not an attractive market for
entry by an outside firm, having lagged behind similar
Michigan counties in terms of deposit and population
growth. Accordingly, in view of all of the facts of
record, the Board has determined that consummation
of this proposal would not have a significant adverse
effect on existing competition in the Sanilac County
banking market.

The financial and managerial resources of Eastern
Michigan and its subsidiary bank are consistent with
approval. The Board has considered the fact that Bank
has experienced some managerial and financial diffi-
culties, and consummation of this proposal will im-
prove the prospects of Bank by providing Bank with
the financial and managerial resources to continue to
serve the convenience and needs of the community.
Considerations relating to the convenience and needs
of the community to be served are also consistent with
approval.

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. The acquisition 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 Chicago, acting
pursuant to delegated authority.

By order of the Board of Governors, effective No-
vember 23, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, and Heller. Absent and not voting: Gover-
nors Angell and Kelley,

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

5. If 50 percent of the deposits controlled by thrift institutions were
included in the calculation of market concentrations, Eastern Michi-
gan and Bank would control 15.7 percent and 12.5 percent of total
market deposits, respectively. The HHI would increase by 393 points
to 2204 upon consummation of the proposal.

6. In this regard, the Michigan Department of Commerce has
opined that the ‘‘advantages offered by the proposed transaction far
outweigh the disadvantages created by the elimination of competi-
tion” in the market.
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Meridian Bancorp, Inc.
Reading, Pennsylvania

Order Approving Acquisition of a Bank

Meridian Bancorp, Inc., Reading, Pennsylvania (‘‘Me-
ridian’’), a bank holding company within the meaning
of the Bank Holding Company Act (the ‘‘Act’)
(12 U.S.C. § 1841 et seq.), has applied for the Board’s
approval pursuant to section 3(a)(3) of the Act, to
acquire all of the voting shares of Delaware Trust
Company, Wilmington, Delaware (‘‘Delaware
Trust’’).

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (52 Federal Register 27,460 (1987)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the factors set forth in section 3(c) of
the Act.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire control of any bank located outside of the bank
holding company’s home state unless the acquisition is
‘‘specifically authorized by the statute laws of the state
in which such bank is located, by language to that
effect and not merely by implication.’’!

Meridian’s home state is Pennsylvania and Dela-
ware Trust’s home state is Delaware. Effective Janu-
ary 1, 1988, the interstate banking statutes of Delaware
will authorize bank holding companies located in “‘el-
igible states’’ to acquire a Delaware bank with the
approval of the Delaware State Commissioner, pro-
vided the bank holding company’s aggregate deposits
in all eligible states exceeds its aggregate deposits in
states not designated as eligible states. An ‘‘eligible
state”’ is defined as a state that authorizes the acqui-
sition of banks in that state by a Delaware bank
holding company on substantially the same terms and
conditions, and is limited to Maryland, New Jersey,
Ohio, Pennsylvania, the District of Columbia, and
Virginia.?

Effective August 24, 1986, Pennsylvania interstate
banking statutes authorize bank holding companies in
a region including Delaware, to acquire banks and
bank holding companies in Pennsylvania on terms and

I. A bank holding company’s home state is the state in which the
operations of the bank holding company’s subsidiary banks were
principally located on July 1, 1966, or on the date on which the
company became a bank holding company, whichever is later.

2. Del, Code Ann, tit. 5, § 841 er seq as added by The Delaware
Interstate Banking Act of 1987, 66 Del. Laws Ch. 32 (1987).

conditions substantially similar to those imposed by
Delaware law.? In addition, Meridian’s aggregate de-
posits in all eligible states exceeds its aggregate depos-
its in states not designated as eligible states. Based on
the foregoing, the Board has determined that, as of
January 1, 1988, the proposed acquisition is specifi-
cally authorized by the statute laws of Delaware and
thus Board approval is not prohibited by the Douglas
Amendment, subject to Applicant’s obtaining the ap-
proval required pursuant to section 843(a) of the
Delaware Statutes.*

Meridian is the fifth largest commercial banking
organization in Pennsylvania, controlling deposits of
$5.4 billion, representing 5.3 percent of the deposits in
commercial banking organizations in the state.’ Dela-
ware Trust is the third largest commercial banking
organization in Delaware, controlling deposits of
$951.8 million, representing 16 percent of the deposits
in the state. Consummation of this proposal would not
have any significant adverse effect upon the concen-
tration of banking resources in either Pennsylvania or
Delaware.

Meridian and Delaware Trust do not compete di-
rectly in any banking market. Accordingly, consum-
mation of this proposal would not result in any adverse
effect upon existing competition in any relevant bank-
ing market. The Board has also considered the effects
of the proposed acquisition on probable future compe-
tition in the markets in which Meridian or Delaware
Trust, but not both, compete. In light of the existence
of numerous potential entrants into the relevant bank-
ing markets, the Board has concluded that consumma-
tion of this proposal would not have any significant
adverse effect on probable future competition in any
relevant market.

The financial and managerial resources of Meridian,
its subsidiary banks, and Delaware Trust are consid-
ered satisfactory and consistent with approval. In
considering the convenience and needs of the commu-
nities to be served, the Board has taken into account
the records of Meridian and Delaware Trust under the
Community Reinvestment Act, 12 U.S.C. § 2901
et seq. (“‘CRA”). The CRA requires the Board, in its
evaluation of a bank holding company application, to
assess the record of an applicant in meeting the credit
needs of the entire community, including low- and
moderate-income neighborhoods, consistent with safe

3. Pa. Stat. Ann. tit. 7, § 116 (Purdon Supp. 1987).

4. In addition to obtaining approval from the Delaware State
Commissioner, Meridian must obtain approval from the Pennsylvania
Department of Banking. Pa. Stat. Ann, 7 § 116(h).

5. State deposit data are as of December 31, 1986.
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and sound operation. The Board has received com-
ments from the COLT Coalition, the Community
Development Coalition, Inc., and the Delaware Com-
munity Reinvestment Action Council (collectively
‘‘Protestants’’), organizations that represent low- and
moderate-income and minority individuals and groups
in Philadelphia and Delaware, regarding Meridian’s
and Delaware Trust’s CRA performances. Protestants
contend that Meridian’s subsidiary, Meridian Bank,
Reading, Pennsylvania, and Delaware Trust have
failed to adequately assess the credit needs of low- and
moderate-income persons in their communities, and
that both Meridian Bank and Delaware Trust engage in
discriminatory credit practices.

In accordance with the Board’s practice and proce-
dures for handling protested applications,® the Board
reviewed the allegations made by the Protestants and
Meridian’s response to the allegations. In an attempt
to resolve the concerns raised by the protests, Merid-
ian has met privately with the Protestants on several
occasions to discuss the issues raised by the Protes-
tants. Moreover, Meridian, the Community Develop-
ment Coalition, Inc., and the Delaware Community
Reinvestment Action Council have announced that
they have reached an agreement in principle that
will resolve many of the issues raised by these protes-
tants. Meridian anticipates that the preliminary agree-
ment will be formalized, in writing, as soon as practi-
cable.

Initially, the Board notes that Meridian Bank and
Delaware Trust have received satisfactory CRA as-
sessments from their primary supervisory agencies.
Both Delaware Trust and Meridian Bank have a com-
pliance officer and a specialist who monitor the banks’
compliance with CRA and other consumer laws. With
regard to Meridian Bank, the Board notes that al-
though there is some disparity between real estate
credit extensions that the bank has made to low- to
moderate-income areas and other areas in Philadel-
phia, Meridian Bank has, overall, a favorable record in
meeting the credit needs of the communities it serves.
Meridian Bank actively ascertains the credit needs of
its communities by officer call programs and partici-
pating in a wide variety of community groups, and
offers a wide range of credit services. In particular,
Meridian Bank is especially active in providing credit
for 1-4 family residential housing, agricultural, and
small business lending throughout Pennsylvania.

With regard to Delaware Trust, the Board notes that
the bank is active in determining the needs of its
community by participating in a variety of community
groups and trade fairs. A review of Delaware Trust’s

6. See 12 C.F.R. § 262.25(c).

lending programs indicates that the bank does not
engage in discriminatory practices and is active in
lending to the low- to moderate-income segments of its
service areas in terms of real estate, student, and
commercial loans, In addition, Meridian has indicated
that Delaware Trust will enhance its service to its
community by advertising in a free local newspaper, as
part of its regular advertising activities, as well as by
advertising in Spanish.

Furthermore, Meridian has informed the Board of
its intentions to improve its CRA record by undertak-
ing a number of specific measures, including the
following:

1. Develop a plan that addresses ways to meet credit

needs in low- and moderate-income areas of the

Philadelphia community and the prospective Wil-

mington community;

2. Increase awareness and marketing of special

credit programs that can be utilized by residents

who fall outside the bank’s traditional lending crite-
ria;

3. Relocate CRA statements in branch locations to

make them more accessible to the public;

4. Develop a mechanism for more effective monitor-

ing of CRA-related efforts and needs across regions

in the bank’s service area;

5. Expand participation in local reinvestment pro-

grams relative to residential real estate loans;

6. Expand the CRA statement to include special

credit programs currently being offered which en-

hance the affordability of credit products;

7. Enhance training of branch personnel with re-

spect to the disclosure requirements of the Home

Mortgage Disclosure Act; and

8. Adopt a Spanish CRA notice for use in Hispanic

communities in Reading and Philadelphia.

The Board expects that all these measures will be
implemented in a timely fashion.

In addition, the agreement in principle that has been
reached between the Community Development Coali-
tion, Inc., the Delaware Community Reinvestment
Action Council and Meridian provides the following:

1. $700,000 is to be earmarked by Meridian and
Delaware Trust over a five-year period in Wilming-
ton and Philadelphia for economic and community
development, and mortgage programs including
credit counseling;
2. Establishment of local advisory committees in
both cities to make recommendations to the banks
on specific economic development projects in their
respective communities. Those requests might in-
clude monies to be used in matching funds pro-
grams, specific projects, or projects tied to city and
state economic development programs;
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3. $10 million in loans to be made annually, on a
noncumulative basis, over a five-year period in low-
and moderate-income areas in Delaware. The credit
will be in the form of residential mortgages, home
improvement and residential and community devel-
opment loans, state and regional authority debt
issues, and loans to small businesses;

4. $2 million in loans to be made annually, on a
noncumulative basis, will be made available in Phil-
adelphia over the same five-year period for similar
types of lending programs; and

S. The banks have agreed to place deposits up to
$750,000 into interest-bearing accounts of qualifying
community-based neighborhood credit unions in
Wilmington and Philadelphia to be used for small
loans to residents in those communities.

Based on the overall satisfactory CRA record of
Meridian Bank and Delaware Trust, and all the facts of
record, the Board concludes that convenience and
needs considerations in this case are consistent with
approval of the application.”

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved. The acquisition of Delaware
Trust 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 Philadelphia acting pursuant to delegated
authority.

By order of the Board of Governors, effective No-
vember 30, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

7. The Community Development Coalition, Inc., and the Delaware
Community Reinvestment Action Council requested that the Board
order a public meeting and public hearing. Under the Board’s rules,
the Board may hold a public meeting or hearing on an application to
clarify factual issues related to the application and to provide an
opportunity for testimony, if appropriate. 12 C.F.R. §§ 262.3(d) and
262.25(d). In this case the Federal Reserve Bank of Philadelphia has
arranged private meetings for this purpose and the parties have
reached an agreement in principle regarding the CRA issues. Based on
this and other facts of record, the Board has determined that a public
meeting or hearing would serve no useful purpose. Accordingly, the
request for a public meeting or hearing is denied.

NBD Bancorp, Inc.
Detroit, Michigan

NBD Northern Corporation
Detroit, Michigan

Order Approving Acquisition of a Bank Holding
Company and Formation of a Bank Holding
Company

NBD Bancorp, Inc., Detroit, Michigan (‘‘NBD”’), a
bank holding company within the meaning of the Bank
Holding Company Act of 1956, as amended (‘‘BHC
Act’”) (12 U.S.C. § 1841 et seq.), and its wholly owned
nonoperating subsidiary, NBD Northern Corporation,
Detroit, Michigan (‘' NBD Northern”’) (together, ‘“ Ap-
plicants’’), have applied for the Board’s approval
under section 3 of the BHC Act (12 U.S.C. § 1842) to
merge NBD Northern with State National Corpora-
tion, Evanston, Illinois (‘‘State National’’), and
thereby acquire State National’s two subsidiary
banks: State National Bank, Evanston, Illinois
(‘‘Evanston Bank’’), and The Bank and Trust Com-
pany of Arlington Heights, Arlington Heights, Illinois
(‘‘Arlington Bank’’).

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

Section 3(d) of the BHC Act (12 U.S.C. § 1842(d)),
the Douglas Amendment, prohibits the Board from
approving an application by a bank holding company
to acquire a bank located outside of the bank holding
company’s home state, unless the acquisition is spe-
cifically authorized by the statute laws of the state in
which such bank is located, by language to that effect
and not merely by implication.! NBD’s home state is
Michigan. The Board has previously determined that
the statute laws of Illinois specifically authorize Mich-
igan bank holding companies, such as NBD, to acquire
an Illinois bank or bank holding company.? Accord-
ingly, approval of NBD’s proposal is not barred by the
Douglas Amendment.

1. A bank holding company’s home state for the purposes of the
Douglas Amendment is that state in which the total deposits of its
banking subsidiaries were largest on July 1, 1966, or on the date it
became a bank holding company, whichever date is later. 12 U.S.C. §
1842(d).

2. First America Bank Corporation, 73 FEDERAL RESERVE BULLE-
TIN 175 (1987); NBD Bancorp, Inc., 73 FEDERAL RESERVE BULLETIN
316 (1987).
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NBD, with 33 subsidiary banks in Michigan, Illinois,
and Indiana, holds total domestic deposits of $14.2
billion.> NBD is the seventh largest commercial bank-
ing organization in Illinois with deposits of $1.6 billion,
representing 1.5 percent of the total deposits in com-
mercial banks in that state. NBD Northern is a non-
operating subsidiary formed for the purpose of acquir-
ing State National. State National, with 2 subsidiary
banks holding total domestic deposits of $563 million,
is the 27th largest commercial banking organization in
Illinois holding 0.5 percent of the total deposits in
commercial banks in that state. Upon consummation
of this proposal, NBD would become the fifth largest
commercial banking organization in Illinois holding 2.0
percent of the total deposits in commercial banks in
that state. Consummation of this proposal would not
have any significant adverse effects on the concentra-
tion of banking resources in Illinois.

NBD operates in the Chicago banking market,*
where it is the fifth largest of 256 commercial banking
organizations, controlling 2.3 percent of total deposits
in commercial banks. State National also operates in
the Chicago market where it is the 18th largest com-
mercial banking organization, controlling 0.9 percent
of total deposits in commercial banks. Upon consum-
mation of this proposal, NBD would remain the fifth
largest commercial banking organization in the mar-
ket, controlling 3.2 percent of total deposits in com-
mercial banks.

The Chicago banking market is, and would continue
to be after consummation of the proposed acquisi-
tions, an unconcentrated market.’ In view of the
market shares and small increase in concentration
resulting from the proposal, the Board concludes that
consummation of these acquisitions would not have a
significant adverse effect on existing competition in the
Chicago banking market.

The financial and managerial resources of NBD, its
subsidiary banks, NBD Northern, Evanston Bank and
Arlington Bank are considered generally satisfactory
and consistent with approval of these applications.

In considering the convenience and needs of the
communities to be served, the Board has taken into
account the records of the subsidiary banks of NBD
and State National under the Community Reinvest-

3. All banking data are as of June 30, 1986.

4. The Chicago banking market is approximated by Cook, Lake,
and DuPage Counties, Illinois.

S. Consummation of the proposed transaction would increase the
market's Herfindahl-Hirschman Index (‘‘HHI'") by 4 points, from 777
to 781. The market is considered unconcentrated under the Depart-
ment of Justice Merger Guidelines, 49 Federal Register 26,823 (1984),
and the increase in the HHI resulting from the transaction is not within
the parameters the Department of Justice has stated are likely to result
in its challenging the transaction,

ment Act (“CRA’") (12 U.S.C. § 2901 et seq.).® The
Board has received comments regarding the CRA
record of Evanston Bank from the Evanston Neigh-
borhood Conference, a coalition of Evanston neigh-
borhood and public interest groups (collectively,
“protestants’’).” Protestants allege, inter alia, that
Evanston Bank has not met the credit needs of Evan-
ston’s low- and moderate-income and minority com-
munities and has not taken adequate measures to
ascertain the credit needs of the community it serves.

In accordance with the Board’s practice and proce-
dure for handling protested applications,® the Board
has reviewed the protestants’ allegations and the re-
sponses of Applicants and Evanston Bank. In an
attempt to resolve the concerns addressed in the
protest, the parties met on two occasions to discuss
the issues raised by protestants. The parties, however,
were unable to come to a resolution of their differ-
ences.

Initially, the Board notes that NBD’s and State
National’s subsidiary banks have received satisfactory
CRA assessments from their primary supervisory
agencies. Further, the Board has reviewed Evanston
Bank’s lending record in Evanston’s low- and moder-
ate-income and minority neighborhoods and concludes
that Evanston Bank does not discriminate in its lend-
ing to such neighborhoods.’

Evanston Bank has represented to protestants the
steps it will take to adequately ascertain and meet the
convenience and needs of the communities it serves,
In particular, Evanston Bank has stated its intent to
work with NBD’s mortgage lending subsidiary to
provide FHA and VA financing which it does not
currently provide. Applicants have represented to the
Board that they will support and monitor Evanston
Bank’s efforts to ascertain and meet the credit needs of
the Evanston community. Based on Applicants’ and
Evanston Bank’s representations, the overall satisfac-

6. The CRA requires the Board, in its evaluation of a bank holding
company application, to take into account the record of an applicant
in meeting the credit needs of the entire community, including low-
and moderate-income neighborhoods, consistent with safe and sound
operation. 12 U.S.C. § 2903.

7. The comments submitted by the Evanston Neighborhood Con-
ference were joined by several Aldermen of the City of Evanston and
several neighborhood associations.

8. See 12 C.F.R. § 262.25(c).

9. Only one of 19 census tracts in Evanston is considered low- and
moderate-income. Evanston Bank in 1984-86 made 5.4 percent of its
total home purchase loans in Evanston and 8.9 percent of its total
home improvement loans in Evanston in that census tract. Three
census tracts in Evanston are considered 1o be predominately minor-
ity. In those census tracts, Evanston Bank in 1984-86 made 23.6
percent of its total home purchase loans in Evanston and 30.4 percent
of its total home improvement loans. Accordingly, Evanston Bank’s
lending in Evanston low- and moderate-income and predominately
minority census tracts has been proportionate with its lending in other
Evanston census tracts.
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tory CRA record of NBD’s and State National's
subsidiary banks, and other facts of record, the Board
has determined that convenience and needs consider-
ations are consistent with approval of these
applications.'°

Based on the foregoing and other facts of record, the
Board has determined that these applications should
be, and hereby are, approved. The transactions 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 the Federal Reserve Bank of Chicago, acting
pursuant to delegated authority.

By order of the Board of Governors, effective No-
vember 13, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller and Kelley.

JAMES MCAFEE
[SEAL] Associate Secretary of the Board
Riley County Bancshares, Inc.
Riley, Kansas

Order Approving Formation of a Bank Holding
Company

Riley County Bancshares, Inc., Riley, Kansas, has
applied for the Board’s approval under section 3(a)(1)
of the Bank Holding Company Act of 1956, as
amended (the “*Act’”) (12 U.S.C. § 1842(a)(1)), to
become a bank holding company by acquiring 97
percent of the outstanding voting shares of Riley State
Bank, Riley, Kansas (‘“‘Bank™’).

Notice of the application, affording opportunity for
interested persons to submit comments, 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 comments received
in light of the factors set forth in section 3(c) of the Act
(12 U.S.C. § 1842(c)).

10. Protestants have requested that the Board conduct a public
hearing to receive testimony on the issues presented by these appli-
cations. Under the Board’s rules, the Board may hold a public hearing
on an application to clarify factual issues related to the application and
to provide an opportunity for testimony, if appropriate. 12 C.F.R.
§ 262.25(d). In the Board’s view, the parties have had ample oppor-
tunity to present their arguments in writing and to respond to one
another’s submissions. Based on Applicants’ and Evanston Bank’s
representations concerning Evanston Bank’s future efforts to ascer-
tain and meet the convenience and needs of Evanston, and other facts
of record, the Board has determined that a hearing will serve no useful
purpose. Accordingly, protestants' request for a public hearing is
denied.

Applicant is a nonoperating corporation formed to
acquire Bank. Bank is the 373rd largest commercial
banking organization in Kansas, with total deposits of
$13.3 million, representing 0.6 percent of the total
deposits in commercial banks in the state.! Consum-
mation of the transaction would not result in an
increase in the concentration of banking resources in
Kansas,

Bank operates in the Riley County banking market,?
where it is the fifth largest of seven commercial banks,
controlling 3.9 percent of total deposits in commercial
banks in the market. Principais of Applicant are not
affiliated with any other commercial banking organiza-
tion in the market. Consummation of this proposal
would not result in any adverse effects upon competi-
tion or increase the concentration of banking re-
sources in any relevant area. Accordingly, the Board
concludes that competitive considerations under the
Act are consistent with approval.

Applicant proposes to acquire Bank with existing
funds and borrow additional funds to make a capital
injection into Bank. The capital injection will improve
the condition of Bank and enhance its future pros-
pects. Based upon the facts of record, including com-
mitments made by Applicant and its principals in
connection with this application, the financial and
managerial resources and future prospects of Appli-
cant and Bank are consistent with approval. Consid-
erations relating to convenience and needs of the
community to be served also are consistent with
approval of the application.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the trans-
action would be in the public interest and that the
application should be, and hereby is, approved. The
transaction shall not be consummated before the thir-
tieth calendar day following the effective date of this
Order, or later than three months following the effec-
tive date of this Order, unless such period is extended
for good cause by the Board or by the Federal Reserve
Bank of Kansas City, acting pursuant to delegated
authority.

By order of the Board of Governors, effective No-
vember 16, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, and Kelley. Absent and not voting:
Governor Heller.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

1. All banking data are as of December 31, 1985.
2. The Riley County banking market is defined as Riley County,
Kansas.
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SouthTrust Corporation
Birmingham, Alabama

Order Approving Acquisition of Bank Holding
Companies

SouthTrust Corporation, Birmingham, Alabama, has
applied for the Board’s approval under section 3(a)(3)
of the Bank Holding Company Act of 1956, as
amended (““BHC Act”’) (12 U.S.C. § 1841 et seq.), t0
acquire the shares of Vista Banks, Inc. (‘‘Vista),
Ormond Beach, Florida, and its subsidiary banks,
Vista Bank of Volusia County, De Leon Springs,
Florida, and Vista Bank of Marion County, Belleview,
Florida; and to acquire Bank of Florida Corporation
(““BFC”), St. Petersburg, Florida, and its bank sub-
sidiary, Bank of Florida, St. Petersburg, Florida.!

Notice of these applications, affording interested
persons an opportunity to submit comments, has been
published. The time for filing comments has expired,
and the Board has considered the applications and all
comments received, including comments submitted by
Neighborhood Services Inc., and the Greater Birming-
ham Ministries (‘‘Protestants’’), in light of the factors
set forth in section 3(c) of the BHC Act.

The Douglas Amendment to the BHC Act prohibits
the Board from approving an application by any bank
holding company to acquire a bank located outside of
the bank holding company’s home state unless the
state law in which the target bank is located specifi-
cally authorizes such an acquisition. 12 U.S.C. §
1842(d). The Florida state law permits a bank holding
company located in the Southeastern region, which
includes Alabama, to acquire a Florida bank or bank
holding company provided that Florida bank holding
companies are permitted to acquire banks in the home
state of the acquiring bank holding company on a
reciprocal basis. 19 FLA. STAT. ANN. § 658.295(3)
(West 1984). Florida law also requires that the banking
organization to be acquired must have been in exist-
ence and continuously operating for more than two
years prior to the acquisition.

Effective July 1, 1987, Alabama state law permits a
bank holding company located in the Southern region,
including Florida, to acquire an Alabama bank or bank
holding company upon approval of an application by
the Alabama Superintendent of Banks. 4 ALA. CODE
§ 5-13A-3 (1986). Like Florida, Alabama state law
requires that the home state of the acquiring bank
holding company permit acquisitions of banks in that

1. BFC also owns Bank of Florida, N.A., Chiefland, Florida.
Applicant has committed to divest this bank prior to consummation of
this proposal.

state by Alabama bank holding companies on a recip-
rocal basis.

Based on its review of the relevant Florida and
Alabama statutes, the Board has determined that the
Alabama statute satisfies the conditions of the Florida
regional interstate banking statute and that Florida has
by statute expressly authorized an Alabama bank
holding company, such as Applicant, to acquire a
Florida bank or bank holding company, such as Vista
and BFC. In this regard, each of the banks to be
acquired in this case satisfies the longevity require-
ment in the Florida statute. The Office of the Florida
State Comptroller agrees that the Alabama statute
satisfies the reciprocity requirements of the Florida
interstate banking provisions. Accordingly, the Board
concludes that approval of Applicant’s proposal to
acquire banks in Florida is authorized under Florida
law and is not barred by the Douglas Amendment.

Applicant, a multi-bank holding company control-
ling 27 banks throughout Alabama with total assets of
approximately $5.8 billion, is the second largest bank-
ing organization in Alabama.? Applicant currently
owns two bank subsidiaries, with total assets of ap-
proximately $111 million, in Florida.

Vista, with total assets of approximately $112.3
million, and BFC, with total assets of approximately
$120 million, are among the smaller commercial bank-
ing organizations in Florida, each controlling less than
one percent of total deposits in commercial banking
organizations in Florida. Upon consummation of the
proposal, Applicant would control less than one per-
cent of the total deposits in commercial banking orga-
nizations in Florida. Based on the facts of this case,
the Board believes that consummation of the proposal
would have no significantly adverse effect on the
concentration of banking resources in Florida.

Vista Bank of Volusia County operates in the West
Volusia County banking market;*> Vista Bank of Ma-
rion County operates in the Marion County banking
market;* and Bank of Florida operates in the Pinellas
County banking market.> Bach of these banks is
among the smaller banking organizations in their re-
spective markets, and neither of Applicant’s Florida
bank subsidiaries operates in any of these three bank-
ing markets. Based on the facts of record in this case,
consummation of this proposal would not result in any
adverse effect upon existing or future competition, or

2. Banking data are as of June 30, 1987.

3. The West Volusia County banking market is comprised of the
cities of De Bary, De Land, Deltona, Orange City, Lake Helen and De
Leon Springs, Florida.

4. The Marion County banking market is approximated by Marion
County, Florida.

5. The Pinellas County banking market is approximated by Pinellas
County, Florida.
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increase the concentration of banking resources, in
any relevant market. Accordingly, the Board con-
cludes that competitive factors are consistent with
approval.,

The financial and managerial resources of Applicant
and Bank are considered satisfactory and consistent
with approval. In considering the convenience and
needs of the communities to be served, the Board has
taken into account Applicant’s record under the Com-
munity Reinvestment Act (12 U.S.C. § 2901 et seq.)
(‘“CRA”). The CRA requires the Board, in its evalu-
ation of a bank holding company application, to assess
the record of an applicant in meeting the credit needs
of the entire community, including low- to moderate-
income neighborhoods, consistent with safe and sound
operation. The Board has received comments from the
Protestants, which represent low-income and minority
groups and individuals in Birmingham, Alabama, re-
garding the CRA record of Applicant and one of its
subsidiary banks, SouthTrust Bank of Alabama, N.A.
(‘‘Bank’’), Birmingham, Alabama. Protestants con-
tend that Applicant and Bank have failed to serve the
convenience and needs of low-income and minority
persons in the Birmingham area.®

The Board has carefully reviewed the record of
Applicant and Bank in meeting the convenience and
needs of all segments of its community and the com-
ments submitted by Protestants. The Board notes that
Applicant has received satisfactory CRA ratings at its
most recent examination in May, 1987. Bank and its
mortgage company subsidiary are active in making
home improvement loans in low- to moderate-income
areas of Birmingham, with 26 percent of their home
improvement loans originating in low- to moderate-
income neighborhoods in 1986. Home improvement
loans by Bank accounted for nearly 50 percent of all
home improvement loans extended in predominantly
minority neighborhoods in Birmingham by commercial
banking organizations operating in this metropolitan
area in 1984 and 1985. Bank and its mortgage company
subsidiary have also participated in several commu-
nity development projects to construct and renovate
housing in low- to moderate-income neighborhoods in
Birmingham. The Board also notes that Bank has
sought approval to open an additional branch office
that would serve primarily low-income neighborhoods
in Birmingham.

6. Protestants contend that Applicant has not done enough to help
meet the credit needs of low income and minority individuals in
Birmingham, particularly in the area of housing finance; that Appli-
cant may be impeding the flow of credit to low-income and primarily
minority neighborhoods; that Applicant’s participation in local devel-
opment and redevelopment projects has not been adequate; and that
Applicant’s CRA statement indicates that Applicant does not ade-
quately assess the credit needs of the community.

Based on these and all of the other facts of record in
this case, the Board concludes that convenience and
needs considerations are consistent with approval of
these applications.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be,
and hereby are, approved. The transaction 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 Atlanta, acting pur-
suant to delegated authority.

By order of the Board of Governors, effective No-
vember 13, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Valley National Corporation
Phoenix, Arizona

Order Approving the Acquisition of a Bank

Valley National Corporation, Phoenix, Arizona
(““Valley National’’}, a bank holding company within
the meaning of the Bank Holding Company Act (i2
U.S.C. § 1841 et seq.) (““BHC Act’’), has applied for
the Board’s approval under section 3(a)(3) of the BHC
Act (12 U.S.C. § 1842(a)(3)) to acquire California
Valley Bank, Fresno, California (‘‘Bank’’).

Notice of the application, affording an opportunity
for interested persons to submit comments, has been
given in accordance with section 3(b) of the BHC Act
(52 Federal Register 26,083 (1987)). The time for filing
comments has expired, and the Board has considered
the application and all comments received, including
comments in opposition to the application from the
PPEP Housing Development Corporation (‘‘PPEP”’),
Tucson, Arizona, and the Salt Lake Citizens Con-
gress, Salt Lake City, Utah (collectively, the “‘Protes-
tants’’), in light of the factors set forth in section 3(c)
of the BHC Act (12 U.S8.C. § 1842(c)).

Section 3(d) of the BHC Act, 12 U.S.C. § 1842(d),
the Douglas Amendment, prohibits the Board from
approving an application by a bank holding company
to acquire a bank located outside the holding com-
pany’s home state, unless such acquisition is ‘‘specif-
ically authorized by the statute laws of the state in
which such bank is located, by language to that effect
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and not merely by implication.”’' The statute laws of
California authorize an out-of-state bank holding com-
pany, with the approval of the California Superinten-
dent of Banks, to acquire a California bank or bank
holding company provided that the state laws of the
acquiring institution has substantial reciprocity with
California law and that the transaction will not have an
adverse effect on the public’s convenience in
California.?

The California Superintendent of Banks has found
that Arizona has an interstate banking statute that has
substantial reciprocity with California.> Based on its
own review of the record, the Board has determined,
as required by the Douglas Amendment, that the
proposed acquisition is specifically authorized by the
statute laws of California, subject to Valley National’s
obtaining the approval of the California Superinten-
dent of Banks pursuant to section 3776 of California
Financial Code.

Valley National is the largest banking organization
in Arizona, operating one subsidiary bank with total
deposits of $9.2 billion, representing approximately
38.8 percent of the total deposits in commercial banks
in Arizona.* Valley National also operates commercial
banks in Utah. Bank is the 170th largest of 432
commercial banking organizations in California, con-
trolling total deposits of $73.0 million, representing
less than 1 percent of total deposits in commercial
banks in California. Consummation of the proposal
would not have any significant adverse effect upon the
concentration of banking resources in Arizona or
California.

Valley National and Bank do not compete directly in
any banking market. Accordingly, consummation of
the proposal would not eliminate any significant exist-
ing competition in any relevant banking market. The
Board has also considered the effects of the proposed
acquisition on probable future competition in the mar-
kets in which Valley National or Bank, but not both,
compete. In light of the existence of numerous poten-
tial entrants into the relevant markets, the Board
concludes that consummation of the proposed trans-
action would not have any significant adverse effect on
probable future competition in any relevant banking
market.

1. A bank holding company’s home state is the state in which the
operations of the bank holding company’s subsidiary banks were
principally conducted on July 1, 1966, or the date on which the
company became a bank holding company, whichever is later. 12
U.S.C. § 1842(d). Valley National’s home state is Arizona.

2. Cal. Financial Code § 3770 et seq. (West 1968 and Supp. 1987).

3. See December 23, 1986, letter to Valley National Corporation
from the California Superintendent of Banks.

4. All state banking data are as of December 31, 1986.

The financial and managerial resources of Valley
National, its subsidiaries, and Bank are considered
satisfactory and consistent with approval.

In considering the convenience and needs of the
communities to be served, the Board has also taken
into account the record of Valley National under the
Community Reinvestment Act (12 U.S.C. § 2901 et
seq.) (““CRA"). The CRA requires the Board, in its
evaluation of a bank holding company application, to
assess the record of an applicant in meeting the credit
needs of the entire community, including low- and
moderate-income neighborhoods, consistent with safe
and sound operation.

With regard to Valley National’s CRA record, the
Board has considered the extensive comments from
both Salt Lake Citizens Congress and PPEP. Salt Lake
Citizens Congress requests that the Board not approve
the application until Valley National’s Utah subsid-
iary, Valley Bank & Trust (‘*“VB&T’"), provides loans
to low- and moderate-income areas and cashes gov-
ernment checks for persons with valid identification.
PPEP requests that the Board not approve the appli-
cation until Valley National’s Arizona subsidiary, Val-
ley National Bank (*‘VNB’’), demonstrates that it is
meeting the credit needs of low- and moderate-income
residents in rural service areas and that Valley Na-
tional has a satisfactory CRA performance in rural
service areas.

In accordance with the Board’s practice and proce-
dures for handling protested applications,’ the Board
reviewed the CRA record of VB&T and VNB, the
allegations made by Protestants, and Valley National’s
response. Valley National has met with Protestants in
an attempt to address their concerns. The parties,
however, were unable to come to a resolution of their
differences.

With regard to VB&T’s performance, the Board
notes that the bank has a number of programs in place
that are monitored by an executive vice president who
reports directly to the President of VB&T. VB&T is
active in providing home purchase and home improve-
ment loans to most of the low- and moderate-income
census tracts served by VB&T. In addition, the record
indicates that VB&T participates in several commu-
nity development activities, including serving as an
SBA preferred lender, participating in a home im-
provement loan program initiated by a local develop-
ment agency, investing in municipal bonds, supporting
Utah’s guaranteed student loan program, and collabo-
rating with many neighborhood groups.

The Board has also considered the CRA record of
VNB. A full-time CRA compliance officer monitors

5. See 12 C.F.R. § 265.25(c).
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the CRA activities of VNB and reports directly to an
officer of VNB who is a member of the executive
committee of VNB and the executive committee of
Valley National. VNB has an existing program to
ascertain community credit needs which involves us-
ing marketing and other surveys to determine the
credit needs of the communities it serves, as well as
having its officers and directors participate in a variety
of community organizations. VNB advertises its ser-
vices through radio, television, print, and billboard
media; is active in providing mortgage and home
improvement loans; participates in FHA Title I lend-
ing programs; and has a CRA loan program designed
to offer extended-term loans to residents of federally
designated low- to-moderate-income level census
tracts.

With respect to the Protestants’ assertions, a review
of VNB’s loan portfolio indicates that there is a
reasonable distribution of loans between urban and
rural areas, given the fact that over 75 percent of the
state’s population resides in Phoenix and Tucson. In
order to strengthen its CRA performance in certain
low- and moderate-income census tracts within the
Phoenix and Tuscon MSAs, VNB has agreed to
strengthen its marketing and consumer education ef-
forts in all segments of its service area, VNB will
expand throughout the state its special lending pro-
grams geared to low- and moderate-income persons,
especially in rural areas. Based on all the facts of
record, the Board concludes that the convenience and
needs of the communities to be served are consistent
with approval.®

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved, subject to the express con-
dition that Valley National obtain the approval of the
California Superintendent of Banks pursuant to sec-
tion 3776 of the California Financial Code. This trans-
action shall not be consummated before the thirtieth

6. PPEP has also requested the Board to order a public meeting or
hearing to receive public testimony on the issues presented by this
application. Although section 3(b) of the BHC Act does not require a
public meeting or formal hearing in this instance, the Board may, in
any case, order a public meeting or formal hearing. See 12 C.F.R. §
262.3(e). The Board’s Rules of Procedure also provide that a public
meeting may be held to clarify factual issues related to an application
or to provide an opportunity for interested persons to testify. 12
C.F.R. § 262.25(d). However, in its request for a hearing or a meeting,
PPEP does not present any material questions of fact that are in
dispute. In accordance with the Board’s guidelines, Valley National
and PPEP have met privately to discuss this application and have
exchanged extensive correspondence. In the Board’s view, the parties
have had ample opportunity to present their arguments in writing and
to respond to one another’s submissions. In light of these facts and
other facts of record, the Board has determined that a public hearing
or public meeting is not necessary to clarify the factual record in this

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
San Francisco, acting pursuant to delegated authority.

By order of the Board of Governors, effective No-
vember 30, 1987,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

Orders Issued Under Sections 3 and 4 of the
Bank Holding Company Act

Comerica Incorporated
Detroit, Michigan

Order Approving the Acquisition of a Bank

Comerica Incorporated, Detroit, Michigan (‘‘Come-
rica’’), a bank holding company within the meaning of
the Bank Holding Company Act of 1956, as amended
(the **Act’’) (12 U.S.C. § 1841 et seq.), has applied for
the Board’s approval under section 3(a)(3) of the Act
(12 U.S.C. § 1842(a)(3)) to convert Comerica-Mid-
west, N.A., Toledo, Ohio, to a full service bank
(“‘Bank”).! Bank currently operates as a credit card
bank, pursuant to section 4(c)8) of the Act (12 U.S.C.
§ 1843(c)(8)).?

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
published (52 Federal Register 29,727 (1987)). 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(c)
of the Act (12 U.S.C. § 1842(c)).

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire control of any bank located outside of the bank
holding company’s home state uniess the acquisition is
‘“‘specifically authorized by the statute laws of the

1. Comerica Bank-Detroit, a state member bank of the Federal
Reserve System, also has applied to establish an off-site electronic
facility at 445 State Street, Detroit, Michigan, pursuant to section 9 of
the Federal Reserve Act, 12 U.S.C. § 321.

2. 69 FEDERAL RESERVE BULLETIN 923 (1983).
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State in which such bank is located, by language to
that effect and not merely by implication.”’* Appli-
cant’s home state is Michigan. The statute laws of
Ohio authorize the acquisition of a bank or bank
holding company in Ohio by a bank holding company
located in a contiguous state, if the contiguous state
has a reciprocal agreement.* The Board has previously
determined that the Michigan and Ohio banking laws
are reciprocal and has allowed Ohio bank holding
companies to acquire Michigan banks.> Accordingly,
consummation of the proposal is not barred by section
3(d) of the Act.

Comerica is the second largest commercial banking
organization in Michigan, with deposits of $8.2 billion,
representing 13.2 percent of the total deposits in
commercial banks in the state.® Because Comerica
does not operate a full service bank in Ohio, consum-
mation of this proposal would have no substantial
effect on the concentration of banking resources in
that state.

Bank will operate in the Toledo banking market.”
Because Comerica currently does not operate in this
market, consummation of this proposal would have no
significant adverse effect on competition in this mar-
ket.

The financial and managerial resources of Comerica
and its subsidiary banks are consistent with approval
of this application,

In considering the convenience and needs of the
communities to be served, the Board has taken into
account Comerica’s record under the Community Re-
investment Act (12 U.S.C. § 2901 et seq.) (‘“CRA™),®
and two individual comments (‘‘Protestants’) re-
ceived from residents of Detroit, Michigan. The Prot-
estants have requested that the Board not approve the
application until Comerica provides adequate assur-

3. A bank holding company’s home state for purposes of the
Douglas Amendment is that state in which the total deposits of its
banking subsidiaries were the largest on July 1, 1966, or on the date it
became a bank holding company, whichever date is later. 12 U.S.C.
§ 1842(d).

4, Ohio Rev. Code Ann. § 1101.05 (Anderson 1986).

5. See Order approving the application by Ameritrust, Cleveland,
Ohio, and First Indiana Bancorp, Elkhart, Indiana, to acquire First
National Bank & Trust Company, Sturgis, Michigan. (Order by the
Federal Reserve Bank of Cleveland dated July 25, 1986).

6. Deposit data are as of December 31, 1986.

7. The Toledo banking market is defined as Lucas and Wood
Counties, except for the city of Fostoria, Fulton County, Ottawa
County, and Sandusky County, all in Ohio; and Whiteford, Bedford,
and Erie townships in Monroe County, Michigan,

8. The CRA requires the Board, in its evaluation of bank holding
company applications and applications for dpmestic branches of state
member banks, to assess the record of an applicant in meeting the
credit needs of the entire community, including low- and moderate-
income neighborhoods consistent with safe and sound operation of the
bank.

ances that it will meet the convenience and needs of
the low- and moderate-income individuals within the
city limits of Detroit, an area that Comerica currently
services. Protestants allege that Comerica engages in a
pattern of racial discrimination in granting credit in
Detroit. The Protestants also request that the Board
order a public hearing, and use of discovery.

In accordance with the Board’s practice and proce-
dure for handling protested applications,” the Federal
Reserve Bank of Chicago encouraged the parties to
meet to clarify the issues under the CRA. The parties
met and were unable to come to a resolution of their
differences.

In response to the Protestants’ comments, the
Board notes that Comerica’s subsidiary banks, specif-
ically its lead bank, Comerica Bank-Detroit, has re-
ceived a satisfactory CRA assessment from the Board
during its most recent CRA examination. Comerica
has also informed the Board that Bank has instituted a
CRA Committee, which is composed of senior officers
from each business division of Bank, that will meet
regularly to monitor Bank’s CRA compliance. The
CRA Committee will report directly to the Public
Responsibility Committee of Comerica’s Board of
Directors.

Bank has a program in place to ascertain community
credit needs through the involvement of its officers in
several community and professional organizations.
Comerica also advertises its services through newspa-
pers of general circulation, as well as through minori-
ty-owned publications, television, and local radio an-
nouncements. Bank is active in providing mortgage
and home improvement loans, in state and federal
housing programs. Moreover, there is no evidence in
the record to indicate that borrowers in low- to mod-
erate-income neighborhoods were unjustifiably denied
credit.

Accordingly, based upon all the evidence, including
the programs and measures Comerica has undertaken
to serve the convenience and needs of the community,
including low- and moderate-income segments of that
community, the Board concludes that convenience
and needs considerations are consistent with approval
of these applications.'® The Federal Reserve Bank of
Chicago will monitor Comerica’s CRA program to

9. See 12 C.F.R. § 262.25(c).

10. Although section 3(b) of the Act does not require a formal
hearing in this instance, the Board may, in any case, order a formal or
informal hearing. In the Board’s view, the parties have had ample
opportunity to present their arguments in writing and to respond to
one another’s submissions. In light of these facts, the Board has
determined that a hearing would serve no useful purpose. Accord-
ingly, Protestants’ request for a public hearing is hereby denied.
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ensure compliance with the Community Reinvestment
Act,

Based on the foregoing and other facts of record, the
Board has determined that the applications shouid be,
and hereby are, approved. The conversion shall not
take place before the thirtieth calendar day following
the effective date of this Order, or later than three
months after the effective date of this Order, and the
proposed off-site automated teller machine should not
be established later than three months after the effec-
tive date of the Order, unless such period is extended
for good cause by the Board or by the Federal Reserve
Bank of Chicago, acting pursuant to delegated author-
ity.

By order of the Board of Governors, effective No-
vember 17, 1987,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, and Kelley. Absent and not voting:
Governor Heller.

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

Equimark Corporation
Pittsburgh, Pennsylvania

Order Approving the Acquisition of a Bank Holding
Company

Equimark Corporation, Pittsburgh, Pennsylvania
(““Equimark’’), a bank holding company within
the meaning of the Bank Holding Company Act
(12 U.S.C. § 1841 et seq.) (the ““BHC Act’’), has
applied for the Board’s approval under section 3(a)(3)
of the BHC Act (12 U.S.C. § 1842(a)(3)) to acquire
Liberty Financial Group, Inc., Horsham, Pennsylva-
nia (‘“‘Liberty’’), and thereby indirectly to acquire
Liberty Savings Bank, Horsham, Pennsylvania
(‘‘Liberty Bank”’), an FDIC-insured savings bank.!
Applicant has also applied under section 4(c)(8) of
the BHC Act (12 U.S.C. § 1843(c)(8)) to acquire
Liberty Service Corporation, Horsham, Pennsylvania
(““LSC”), and thereby engage in the activities of
making, acquiring and servicing loans or other exten-
sions of credit. These activities are authorized for

1. As an FDIC-insured institution, Bank would qualify as a ‘‘bank™’
under section 2(c) of the BHC Act, as amended by section 101(a) of
the Competitive Equality Banking Act of 1987 (““CEBA™), Pub. L.
No. 100-86, 100 Stat. 552, 554 (1987) (to be codified at 12 U.S.C. §
1841(c)).

bank holding companies pursuant to the Board’s Reg-
ulation Y (12 C.F.R. § 225.25(b)(1)).

Notice of the applications, affording interested per-
sons an opportunity to submit comments, has been
published (52 Federal Register 37,013 (1987)). 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 sections 3(c)
and 4(c)(8) of the BHC Act.

Equimark is the eleventh largest commercial bank-
ing organization in Pennsylvania, with approximately
$2.1 billion in deposits, representing 2.0 percent of the
total deposits in commercial banking organizations in
the state.? Liberty is the 33rd largest commercial
banking organization in Pennsylvania, with deposits of
approximately $357.8 million, representing less than 1
percent of the total deposits in commercial banks in
the state. Upon consummation of the proposal, Equi-
mark will become the tenth largest commercial bank-
ing organization in Pennsylvania, controlling deposits
of approximately $2.5 billion, representing 2.3 percent
of the total deposits in commercial banks in the state.

Equimark and Liberty compete in the Philadelphia/
Trenton banking market.* Equimark is the 29th largest
of 52 commercial banking organizations in the
market,* controlling less than 1 percent of the total
deposits in commercial banks in the market. Liberty is
the sixteenth largest commercial banking organization
in the market, controlling less than 1 percent of the
total deposits in commercial banks in the market.
Upon consummation of the proposal, Equimark would
become the thirteenth largest commercial banking
organization in the market, controlling 1.2 percent of
the total deposits in commercial banks in the market.
The Philadelphia/Trenton banking market is consid-
ered unconcentrated, with a Herfindahl~-Hirschman
Index (*“HHI’) of 965. Upon consummation, the HHI
would increase by 1 point to 966.° Accordingly, the
Board concludes that consummation of the proposal
would not have a substantial adverse competitive
effect in the Philadelphia/Trenton banking market.

2. State banking data are as of March 31, 1987,

3. The Philadelphia/Trenton banking market is approximated by the
Pennsylvania Counties of Bucks, Chester, Delaware, Montgomery
and Philadelphia; and the New Jersey Counties of Burlington, Cam-
den, Gloucester and Mercer.

4. Market banking data are as of June 30, 1986,

5. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (June 29, 1984)), any market in which the
post-merger HHI is less than 1000 is considered unconcentrated and
the Department will not challenge a merger or acquisition resulting in
an HHI of less than 1000, except in extraordinary circumstances. The
Department has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other factors
indicating anticompetitive effects) unless the post-merger HHI is at
least 1800 and the merger increases the HHI by at least 200 points.
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Based upon a review of all the facts of record, the
Board has determined that the financial and manage-
rial resources of Equimark and Liberty are consistent
with approval. Considerations relating to the conve-
nience and needs of the communities to be served also
are consistent with approval of this application.

Equimark has also applied, pursuant to section
4(c)(8) of the BHC Act, to acquire Liberty Bank’s
nonbanking subsidiary, I.SC, and engage in the activ-
ities of commercial and consumer finance. The mar-
kets for these activities have numerous competitors
and are regional or national in scope. Accordingly, the
Board concludes that this proposal would not have any
significant adverse effect upon competition in any
relevant market.

Liberty Bank engages, through LSC and its subsid-
iary, Wynnewood Plaza, Inc., in real estate invest-
ment and development activities authorized by state
law. Equimark has committed that, upon consumma-
tion, Liberty Bank will not engage directly or indi-
rectly in real estate investment or development activ-
ities impermissible under the BHC Act, except to
complete its existing projects. Equimark has commit-
ted to complete these projects and divest of them
within two years of consummation of the proposal,
unless during such period Equimark receives approval
pursuant to an application under section 4(c)(8) of the
BHC Act to retain such activities, or the Board
otherwise determines that these activities are permis-
sible under the BHC Act.

Liberty Bank’s nonbanking subsidiary, Liberty Ser-
vice Insurance Agency, Inc., although currently inac-
tive, is authorized to engage in general insurance
activities that generally are impermissible for bank
holding companies. Equimark has committed that Lib-
erty Service Insurance Agency, Inc. will remain inac-
tive and will be dissolved as soon as practicable,
following consummation of the proposal.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be,
and hereby are, approved. The acquisition of Liberty
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
Cleveland acting pursuant to delegated authority.

By order of the Board of Governors, effective No-
vember 30, 1987,

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCcAFEE

[SEAL] Associate Secretary of the Board

Fleet Financial Group, Inc.
Providence, Rhode Island

Order Approving the Merger of Bank Holding
Companies and the Acquisition of Banking and
Nonbanking Subsidiaries

Fleet Financial Group, Inc., Providence, Rhode Island
(‘“‘Fleet’’), a bank holding company within the mean-
ing of the Bank Holding Company Act of 1956, as
amended (the “Act”’) (12 U.S.C. § 1841 et seq.), has
applied for the Board’s approval under section 3 of the
Act (12 U.S.C. § 1842) to merge with Norstar Ban-
corp, Inc., Albany, New York (‘‘Norstar’’), and
thereby to acquire its subsidiary banks: Norstar Bank
of Upstate New York, Albany, New York; Norstar
Bank, N.A., Buffalo, New York; LI Holding Com-
pany, and its subsidiary, Norstar Bank of Long Island,
Hempstead, New York; Norstar Bank of the Hudson
Valley, N.A., Newburgh, New York; Norstar Bank of
Commerce, New York, New York; Norstar Bank of
Maine, Portland, Maine; Norstar Bank of Central New
York, Syracuse, New York; and United National
Bank, Callicoon, New York.'

Fleet also seeks approval to acquire the successor to
the merger of its bank holding company subsidiary,
Merrill Bankshares Company, Bangor, Maine, with
Norstar Bankshare Association of Maine, Lewiston,
Maine. In conjunction with this application, The Mer-
rill Trust Company, a state member bank, has applied
for the Board’s approval under section 18(c) of the
Federal Deposit Insurance Act and section 9 of the
Federal Reserve Act (12 U.S.C. § 321) to merge with
Norstar Bank of Maine, Portland, Maine.

Fleet has also applied under section 4(c)(8) of the
Act (12 U.S.C. § 1843(c)(8)) to acquire the nonbank-
ing subsidiaries of Norstar listed in Appendix A to this
Order.

Notice of the applications, affording interested per-
sons an opportunity to submit comments, has been
published (52 Federal Register 29,435 (1987) and 52
Federal Register 31,814 (1987)). The time for filing
comments has expired, and the Board has considered

1. As a result of the merger, the resulting institution will operate
under the charter of Fleet and with the title Fleet/Norstar Financial
Group, Inc.

In connection with the transaction, Fleet and Norstar have granted
to each other an option to purchase up to 24.99 percent of the
outstanding common stock of their respective organizations. Appli-
cant has also applied for approval to exercise its option if any of
several preconditions occur.

Fleet and Norstar individually own 4.9 percent of the voting capital
stock of Indian Head Banks, Inc., Nashua, New Hampshire. Fleet
and Norstar have committed to reduce the aggregate investment in
this company to below 5 percent prior to consummation of the
proposal.
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the applications and all comments received in light of
the factors set forth in sections 3(c) and 4(c)(8) of the
Act and the Bank Merger Act.?

Fleet controls five banking subsidiaries located in
Rhode Island, Maine, Connecticut, and Massachu-
setts. Fleet is the largest commercial banking organi-
zation in Rhode Island, controlling deposits of $3.6
billion, representing 43.5 percent of the total deposits
in commercial banks in Rhode Island.? Fleet also is the
fifth largest commercial banking organization in
Maine, controlling deposits of $658.8 million, which
represents 13.0 percent of the total deposits in com-
mercial banks in the state. Norstar operates seven
banking subsidiaries in New York and Maine. Norstar
is the tenth largest commercial banking organization in
New York, controlling deposits of $8.9 billion, repre-
senting 3.3 percent of the total deposits in commercial
banks in New York. Norstar is the fourth largest
commercial banking organization in Maine, controlling
deposits of $680.5 million, representing 13.4 percent of
the total deposits in commercial banks in Maine. Upon
consummation of the proposed acquisition and all
planned divestitures, Fleet would become the largest
commercial banking organization in Maine, and its
share of total deposits in commercial banks would
increase to $1.2 billion, representing approximately
24.0 percent of the deposits in that state. Consumma-
tion of this proposal would have no significant adverse
effect upon the concentration of commercial banking
resources in Maine.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire control of any bank located outside of the
holding company’s home state, unless such acquisition
is ‘“‘specifically authorized by the statute laws of the
State in which [the] bank is located, by language to
that effect and not merely by implication.”’ Fleet’s
home state is Rhode Island.* The statute laws of New
York expressly authorize the acquisition of a banking
institution in New York by a bank holding company
that controls a bank located in another state, if that
state authorizes the acquisition of a financial institu-
tion in that state on a reciprocal basis by a New York

2. The Board received one comment in opposition to this proposal
based on a customer’s problem with a checking account in Fleet's
bank in Rhode Island. The Comptroller of the Currency currently is
investigating this complaint. In light of the facts in the record in this
case, the Board has determined that this comment does not warrant
denial of this application.

3. State deposit data are as of March 31, 1987, and market deposit
data are as of June 30, 1986.

4. A bank holding company’s home state is that state in which the
operations of the bank holding company’s banking subsidiaries were
principally conducted on July 1, 1966, or the date on which the
company became a bank holding company, whichever is fater.

bank holding company.®> Under recently enacted leg-
islation, Rhode Island will allow New York bank
holding companies to acquire Rhode Island banks after
January 1, 1988, on a reciprocal basis. The Office of
the New York Superintendent of Banks has informed
the Board that it has no objection to this proposal.
Moreover, the Board has previously determined that
Fleet’s and Norstar’s acquisitions in Maine were au-
thorized by the Douglas Amendment.® Accordingly,
Fleet’s proposal to acquire Norstar’s New York and
Maine subsidiaries is not barred by the Douglas
Amendment.

Fleet currently owns two banks in Connecticut.
Under Connecticut law, Fleet, a New England bank
holding company authorized to make acquisitions in
Connecticut, ceases to be a New England bank hold-
ing company if it acquires subsidiary banks with their
principal places of business outside the New England
region.” Once a bank holding company ceases to be a
New England bank holding company, the Connecticut
Banking Commissioner is required to order the imme-
diate divestiture of all Connecticut banking institu-
tions.®* The Connecticut Banking Commissioner has
informed the Board that Connecticut law would not
bar consummation of the proposal but that he would
thereafter be required by statute to order Fleet to
divest its Connecticut subsidiaries. Fleet has provided
to the Banking Commissioner a draft that addresses
the divestiture requirements to the satisfaction of the
Connecticut Banking Commissioner.,®

Unlike Connecticut law, Massachusetts law con-
tains no express divestiture requirement. Accordingly,
the Board’s authorization for Fleet’s acquisition of its
Massachusetts banking subsidiaries continues unaf-
fected by Fleet’s proposed merger and acquisition of
banking subsidiaries located outside of the New En-
gland region.

Based on the foregoing and other facts of record, the
Board has determined that the proposed acquisition is
specifically authorized by the statute laws of New
York and Maine and is not inconsistent with the laws
of Connecticut and Massachusetts. Thus, Board ap-
proval of the proposal is not prohibited by the Douglas
Amendment,

5. N.Y. Banking Law § 142-b (McKinney 1987).

6. Fleet Financial Group, Inc., 70 FEDERAL RESERVE BULLETIN
834 (1984) (Maine and Connecticut statutes); Norstar Bancorp Inc., 69
FEDERAL RESERVE BULLETIN 306 (1983). The Rhode Island Depart-
ment of Business Regulation, Banking Division, has informed the
Board that the application raises no issues under Rhode Island law.

7. Conn. Gen. Stat. Ann. § 36-552(j) (West 1987). For purposes of
this provision, the New England region includes Connecticut, Maine,
Massachusetts, New Hampshire, Rhode Island, and Vermont,

8. Conn, Gen. Stat. Ann. § 36-553 (West 1987).

9. Fleet is required, of course, to comply with any divestiture
ordered by the Connecticut Banking Commissioner.
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Fleet and Norstar compete directly in the following
nine Maine banking markets: Bangor, Augusta, Far-
mington, Machias, Guilford, Calais, Lincoln, Milli-
nocket, and Portland.

In the Bangor banking market,'® Fleet is the largest
of six commercial banking organizations, controlling
$273.8 million in deposits, which represents 55.1 per-
cent of the total deposits in that area. Norstar is the
second largest commercial banking organization in the
Bangor market, controlling $77.1 million in deposits,
which represents 15.5 percent of total deposits in
commercial banks in the market. The Bangor market is
highly concentrated, with the four largest commercial
banking organizations controlling 91.1 percent of the
deposits in commercial banks in this market. Upon
consummation of this proposal, Fleet would remain
the largest commercial banking organization, control-
ling $350.9 million in deposits, representing 70.6 per-
cent of market share. The four-firm concentration ratio
in Bangor would increase 6 points to 97.1 percent and
the Herfindahl-Hirschman Index (‘‘HHI’’) would in-
crease by 1708 points to 5272.1!

In order to mitigate the adverse competitive effects
that would otherwise result from consummation of this
proposal, Fleet has committed to divest, on or before
consummation of the merger, three offices in the
Bangor market to a competitor that currently com-
petes in this market.'? In addition to Fleet’s proposed
divestiture, the Board has considered the unusually
strong competition from the three state-chartered sav-
ings banks in the Bangor market. These factors and
other market characteristics substantially mitigate the
anticompetitive effects of the combination of Fleet and
Norstar in this market.

10. The Bangor banking market includes the Bangor Metropolitan
Statistical Area (‘‘MSA”’) plus Alton, Amherst, Argyle, Bradford,
Bradley, Carmel, Charlestown, Clifton, Corinth/East Corinth, Dix-
mont, Etna, Greenbush, Greenfield, Hudson, LaGrange, Levant,
Milford, Newburgh and Stetson in Penobscot County; Bucksport,
Castine, Dedham, Orland, Otis and Verona in Hancock County; and
Frankfort, Prospect and Stockton Springs in Waldo County.

11. Under the revised Department of Justice Merger Guidelines, 49
Federal Register 26,823 (June 29, 1984), a market in which the
post-merger HHI is above 1800 is considered highly concentrated. In
such markets, the Department is likely to challenge a merger that
increases the HHI by more than 50 points. The Department has
informed the Board that a bank merger or acquisition generally will
not be challenged (in the absence of other factors indicating anticom-
petitive effects) unless the post-merger HHI is at least 1800 and the
merger increases the HHI by at least 200 points. The Justice Depart-
ment has stated that the higher than normal HHI thresholds for
screening bank mergers for anticompetitive effects implicitly recog-
nizes the competitive effect of limited-purpose lenders and other
non-depository financial entities.

t2. The Board’s Policy with regard to divestitures intended to
remedy the anticompetitive effects resulting from a merger or acqui-
sition proposal requires that divestitures must occur on or before
consummation. Barnett Banks of Florida, Inc., 68 FEDERAL RESERVE
BULLETIN 190 (1982); InterFirst Corporation, 68 FEDERAL RESERVE
BULLETIN 243 (1982).

The Board previously has indicated that thrift insti-
tutions have become, or have the potential to become,
major competitors of commercial banks.'? Thrift insti-
tutions already exert a considerable competitive influ-
ence in the market as providers of a wide array of
deposit and lending services to consumer and commer-
cial customers. The three state-chartered savings
banks operating in the Bangor banking market are
sizable and provide substantial competition to the six
commercial banks in the market for a full range of
financial services. These thrifts control 45.8 percent of
the market's deposits and rank as the second, third,
and fourth largest depository institutions in the mar-
ket.

Moreover, all three savings banks in the Bangor
market conduct a commercial banking business as
authorized under Maine law and offer a full range of
financial services. In particular, thrifts provide a full
array of commercial banking services in addition to
offering traditional thrift products. For example, the
ratio of commercial and industrial loans (other than
those secured by real estate) to total assets for thrifts
in the market is approximately 6.1 percent, well above
the 2.2 percent average for thrifts on a nationwide
basis. Moreover, the number of commercial demand
deposit accounts in the savings banks is significant.

Thrifts in the Bangor market have commercial lend-
ing officers and active commercial lending depart-
ments. A significant portion of small businesses in the
Bangor market recently secured financing from a sav-
ings bank located in the Bangor market. On the basis
of these factors, particularly the competition offered
by savings banks in the commercial market, the Board
finds that consummation of this proposal will not have
a signifcant effect on competition in this banking
market.'4

In the Augusta banking market,'* Fleet is the second

13, National City Corporation, 70 FEDERAL RESERVE BULLETIN
743 (1984); The Chase Manhattan Corporation, 70 FEDERAL RESERVE
BULLETIN 529 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessee Corporation, 69
FEDERAL RESERVE BULLETIN 298 (1983).

14. The Board previously has indicated the appropriateness of
considering market factors in a specific market, including thrift
deposits at a level greater than 50 percent, when analyzing the
anticompetitive effects of a proposal. Hartford National Corporation,
73 FEDERAL RESERVE BULLETIN 720 (1987).

If 75 percent of the deposits controlled by thrift institutions in the
Bangor market were included with the proposed divestiture, Fleet
would rank first among banks and thrifts in the market, controlling a
combined 36.5 percent of the market’s deposits. The HHI would
increase 200 points to 2128,

15. The Augusta banking market consists of Kennebec County plus
the Somerset County townships of Canaan, Fairfield and Smithfield;
the Waldo County townships of Freedom, Palermo, Thorndike, Troy
and Unity; the Lincoln County townships of Jefferson, Somerville,
and Whitefield; the Kennebec County townships of Hibbets Gore; and
the Knox County township of Washington.
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largest of six commercial banking organizations, con-
trolling $106.0 million in deposits, which represents
24.3 percent of total deposits in commercial banks in
the market. Norstar is the third largest commercial
banking organization in Augusta, controlling $88.6
million in deposits, which represents 20.3 percent of
total deposits in commercial banks in that market. The
Augusta banking market is highly concentrated with
the four largest commercial banks controlling 92.0
percent of deposits in that area. Following acquisition
of Norstar, Fleet would be the largest commercial
banking organization in the market, controlling 44.6
percent of the deposits in commercial banks in the
market. The four-firm concentration ratio would in-
crease by 7.3 points to 99.3 percent and the HHI for
the market would increase by 983 points to 3600. As in
the Bangor market, however, thrift institutions are
significant competitors in the market. Accordingly, on
the basis of thrift competition in the Augusta market,
the Board concludes that consummation of the pro-
posal would not have a substantial adverse competi-
tive effect in this banking market.!®

In the Farmington!” and Machias'® banking mar-
kets, Fleet would become the largest commercial
banking organization in the market upon consumma-
tion of the proposal. Each market is highly concen-
trated, with the four largest banks controlling 95.4 and
100 percent respectively of the deposits in commercial
banks in the market. In Guilford,!® Fleet would be the
only commercial banking organization in the market.
In order to alleviate the anticompetitive effects that
would otherwise result from consummation of this
proposal, Fleet has committed to divest some of its or
Norstar’s offices in these markets on or prior to the
proposed merger. These divestitures and the signifi-
cant influence of thrift institutions in these markets
mitigate the anticompetitive effect of this proposal.®

16. If thrift institutions are included in the analysis at 50 percent,
Fleet and Norstar would control 28.5 percent of the total market
deposits. The HHI would increase by 418 points to 1773.

17. The Farmington banking market consists of Livermore and
Livermore Falls in Androscoggin County; Avon, Carrabasset Valley,
Chesterville, Crackertown, Farmington, Freeman, Industry, Jay, Je-
rusalem, Kingfield, Madrid, Mount Abraham, New Sharon, New
Vineyard, Perkins, Phillips, Salem, Strong, Temple, Washington,
Weld and Wilton in Franklin County; and the township of New
Portland in Somerset County.

18. The Machias banking market is comprised of the southern
portion of Washington County.

19. The Guilford banking market consists of the southern portion of
Piscataquis County.

20. The following data indicates the market share and the change in
the HHI if 50 percent of the deposits controlled by thrift institutions
and the described divestitures were included in the calculation of
market concentration in these banking markets:

In the Farmington market, Fleet and Norstar would control 22.4
percent of the total market deposits. The HHI would increase by 207
points to 1941. However, Fleet proposes to divest to the most
commercially active thrift institution in Maine.

The adverse competitive effects of this proposal in
the Calais, Lincoln, and Millinocket markets are mit-
igated by Fleet’'s commitment to divest either its
offices or Norstar’s offices in these markets prior to or
concurrent with consummation of the proposal. On the
basis of these divestiture commitments, the Board
concludes that consummation of the proposal would
have no significant adverse effect in any of these
banking markets.

In the Portland market, consummation of the pro-
posal would result in an increase of less than 50 points
in the HHI and Fleet/Norstar would control less than
10 percent of the deposits in commercial banks in the
market.?! Accordingly, the Board concludes that con-
summation of the proposal would have no significant
adverse effect in this market.

On the basis of the above facts and other facts of
record, the Board finds that consummation of Fleet’s
proposal would not have a significant adverse effect on
existing competition in any relevant market. The
Board also has considered the effects of Fleet’s pro-
posal on probable future competition in markets in
which Fleet and Norstar do not both compete. In light
of the market concentration and the number of prob-
able future entrants into the markets, the Board con-
cludes that consummation of this proposal would not
have a significant adverse effect on probable future
competition in any relevant market.

The financial and managerial resources of Fleet and
Norstar are consistent with approval. No additional
debt will be incurred in connection with the proposal.
In addition, Fleet’s existing and pro forma consoli-
dated capital levels are above the Board’s minimum
guidelines and exceed peer group averages.?? Consid-
erations relating to the convenience and needs of the
communities to be served by Fleet’s and Norstar’s
subsidiary banks also are consistent with approval of
this application.

Fleet also has applied, pursuant to section 4(c)(8), to
acquire certain nonbanking subsidiaries of Norstar.
Fleet operates leasing, mortgage banking, discount

In the Machias market, Fleet and Norstar would control 19.0
percent of the total market deposits. The HHI would increase by 42
points to 2651.

In the Guilford market, Fleet and Norstar would control 46.9
percent of the total market deposits. The HHI would increase by 97
points to 3618. Fleet proposes to divest to a company that does not
currently operate in the market.

21. The Portland banking market consists of the Portland Ranally
Metropolitan Area (‘‘RMA™") plus Baldwin, Casco, Naples, Pownal,
and Sebago in Cumberland County; and Dayton, Hollis, Kennebunk,
Kennebunkport, Limington, Lyman, and North Kennebunkport in
York County.

22. Capital Adequacy Guidelines for Bank Holding Companies and
State Member Banks, 12 C.F.R. Part 225, Appendix A.
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brokerage services, and consumer and commercial
lending subsidiaries that directly compete with Nor-
star and its subsidiaries in these activities. Consum-
mation of the proposal, however, would have a de
minimis effect on existing competition in each of
these markets and there are numerous competitors for
these services. Accordingly, the Board concludes
that the proposal would not have any significant ad-
verse effect on existing or probable future competition
in any relevant market. Furthermore, there is no
evidence in the record to indicate that approval of this
proposal would result in undue concentration of re-
sources, decreased or unfair competition, conflicts of
interest, unsound banking practices, or other adverse
effects on the public interest. Accordingly, the Board
has determined that the balance of public interest
factors it must consider under section 4(c)(8) of the
Act is favorable and consistent with approval of the
applications to acquire the nonbanking subsidiaries of
Norstar.

Based on the foregoing and other facts of record, the
Board has determined that the applications under
sections 3 and 4 of the Act and the Bank Merger Act
should be and hereby are approved, subject to Fleet’s
commitments and divestiture proposals. This approval
is also subject to the condition that Fleet obtain all
required state approvals and comply with any required
divestitures under state law. The acquisition of Nor-
star 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
Boston, acting pursuant to delegated authority. The
determinations as to Fleet’s nonbanking activities are
subject to all of the conditions contained in Regulation
Y, including those in sections 225.4(d) and 225.23(b)(3)
(12 C.F.R. 8§ 225.4(d) and 225.23(b)(3)), 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.

By order of the Board of Governors, effective
November 9, 1987.

Voting for this action: Vice Chairman Johnson and Gover-
nors Seger and Heller. Voting against this action: Governor
Angell. Absent and not voting: Chairman Greenspan and
Governor Kelley.

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

APPENDIX A
Nonbanking Subsidiaries To Be Acquired

Norstar Leasing Services, Inc., and thereby engage in
equipment leasing and certain commercial lending
activities; Norstar Auto Lease, Inc., and thereby
engage in automobile leasing; Norstar Investment Ad-
visory Services, Inc., and thereby engage in activities
providing portfolio management, investment advice,
and consumer financial counseling; Norstar Trust
Company, and thereby engage in trust and financial
management services; Norstar Mortgage Corporation,
and thereby engage in residential mortgage loan orig-
ination and servicing and the provision of related
advisory services; Chapdelaine & Company Govern-
ment Securities, Inc., and thereby engage in acting as
a broker of government securities on behalf of other
brokers who are principal dealers in such securities;
Norlife Reinsurance Company, and thereby engage in
acting as a reinsurer of credit life, credit accident and
health insurance and mortgage life and mortgage acci-
dent and health insurance sold in connection with
extensions of credit to consumers; Adams, McEntee
& Company, Inc., and thereby engage in the sale and
underwriting of state and municipal securities and
brokerage of certain mutual fund shares; Altman,
Brown & Everett, Inc., and thereby engage in actuar-
ial and employee benefits consulting services; Norstar
Brokerage Corporation and its wholly owned subsid-
iary, NB Clearing Corporation, and thereby engage in
retail discount brokerage services; Norstar Data Ser-
vices, Inc., and thereby provide data processing ser-
vices to affiliates of parent company and, in the past,
to third persons; and Norstar Trust Company of Flor-
ida, N.A., and thereby engage in general trust serv-
ices. The Board has determined that these activities
are closely related to banking and permissible for bank
holding companies. 12 C.F.R. §§ 225.23(b)(1), (3),
@), (5), (D, (8), (15), (16), (20) and the Board’s Orders
dated June 19, 1985 and August 19, 1986. '

Dissenting Statement of Governor Angell

I believe this application raises serious questions con-
cerning the sufficiency of the research data used in
analyzing the anticompetitive effects of mergers and
acquisitions especially in those markets with a small
number of financial competitors. Without adequate
empirical research, I am concerned that the Board will
approve transactions with substantial anticompetitive
effects especially in the areas of small business and
agricultural lending. I believe it is important for the
Board to determine the extent and nature of the
services that actually are provided by the competitors
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of banks in these markets, and I would encourage
applicants to provide this information in the future.

November 10, 1987
Orders Issued Under the Bank Merger Act

Valley Bank of Nevada
Las Vegas, Nevada

Order Approving the Merger of Banks

Valley Bank of Nevada, Las Vegas, Nevada
(‘*Valley’"), the sole subsidiary of Valley Capital Cor-
poration, Las Vegas, Nevada, a bank holding com-
pany within the meaning of the Bank Holding Com-
pany Act, has applied for the Board’s approval under
the Bank Merger Act (12 U.S.C. § 1828(c)) to merge
with Security Bank of Nevada, Reno, Nevada (‘‘Se-
curity’’), under the charter and title of Valley.

Notice of this application, affording interested per-
sons an opportunity to submit comments and views,
has been given in accordance with the Bank Merger
Act and the Board’s Rules of Procedure (12 C.F.R.
§ 262.3(b)). As required by the Bank Merger Act,
reports of the competitive effects of the merger were
requested from the United States Attorney General,
the Comptroller of the Currency, and the Federal
Deposit Insurance Corporation. The time for filing
comments has expired and the Board has considered
the application and all comments received in light of
the factors and considerations set forth in the Bank
Merger Act.

Valley is the second largest of fifteen banking orga-
nizations in Nevada, controlling $1.3 billion in depos-
its, which represents 21.3 percent of the total deposits
in commercial banks in the state.! Security is the fifth
largest commercial banking organization in Nevada,
controlling $429.0 million in deposits, which repre-
sents 7.3 percent of the total deposits in commercial
banks in the state. Upon consummation of the pro-
posed merger, Valley will remain the second largest
commercial banking organization in Nevada, control-
ling $1.7 billion in deposits, representing 28.6 percent
of total deposits in commercial banks in the state.
Consummation of this proposal would not have any
significant adverse effect on the concentration of bank-
ing resources in Nevada.

Valley and Security compete directly in the
Las Vegas, Douglas County, Reno and Carson City
banking markets.> In the Las Vegas banking

1. State deposit data are as of December 31, 1986.
2. Market data are as of June 30, 1986.

market,? Valley is the second largest of eleven com-
mercial banking organizations, controlling $743.0 mil-
lion in deposits, which represents 31.8 percent of total
deposits in commercial banks in the market. Security
is the seventh largest commercial banking organization
in the Las Vegas market, controlling $60 million in
deposits, which represents 2.6 percent of total depos-
its in commercial banks in the market. The Las Vegas
banking market is highly concentrated, with the four
largest commercial banks controlling 90.9 percent of
the total deposits in commercial banks in the market.
Following the proposed merger, Valley would remain
the second largest commercial banking organization in
the market, controlling 34.4 percent of total deposits in
commercial banks. The Las Vegas market would
remain highly concentrated and the Herfindahl-
Hirschman Index (““HHI”’)* would increase by 163
points to 3175.

In the Douglas County banking market,” Valley is
the smallest of five commercial banking organizations,
controlling $8.0 million in deposits, which represents
5.2 percent of total deposits in commercial banks in
the market. Security is the fourth largest commercial
banking organization in the market, controlling $17.0
million in deposits, which represents 11.0 percent of
total deposits in commercial banks in the market. The
Douglas County banking market is highly concen-
trated, with the four largest commercial banks control-
ling 94.9 percent of total deposits in commercial banks
in the market. Following the proposed merger, Valley
would become the second largest commercial banking
organization in the market, controlling 16.2 percent of
total deposits in commercial banks. The Douglas
County market would remain highly concentrated, and
the HHI would increase by 114 points to 3745.

In the Reno banking market,® Valley is the third
largest of five commercial banking organizations, con-
trolling $148 million in deposits, which represents 9.9
percent of total deposits in commercial banks in the
market. Security is the second largest commercial

3. The Las Vegas, Nevada banking market is approximated by the
Las Vegas Rand McNally Metropolitan Area (‘“‘RMA").

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (1984)) a market in which the post-merger
HHI is over 1800 is considered concentrated. In such markets, the
Department is likely to challenge a merger that increases the HHI by
more than 50 points. The Department has informed the Board that a
bank merger or acquisition generally will not be challenged (in the
absence of other factors indicating anti-competitive effects) unless the
post-merger HHI is at least 1800 and the merger increases the HHI by
at least 200 points. The Justice Department has stated that the higher
than normal HHI thresholds for screening bank mergers for anti-
competitive effects implicitly recognize the competitive effect of
limited purpose lenders and other non-depository financial entities.

5. The Douglas County banking market is approximated by Dou-
glas County, Nevada.

6. The Reno, Nevada banking market is approximated by the Reno
RMA.
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banking organization in the Reno market, controlling
$237 million in deposits, which represents 15.8 percent
of total deposits in commercial banks in the market.
The Reno banking market is highly concentrated, with
the four largest commercial banks controlling 95.5
percent of total deposits in commercial banks in the
market. Following the proposed merger, Valley would
become the second largest commercial banking orga-
nization in the market, controlling 25.7 percent of total
deposits in commercial banks. The Reno market
would remain highly concentrated and the HHI would
increase by 313 points to 3871.

In the Carson City banking market,” Valley is the
second largest of six commercial banking organiza-
tions, controlling $71.0 million in deposits, which
represents 25.1 percent of the deposits in commercial
banks. Security is the third largest commercial bank-
ing organization in the market, controlling $39.0 mil-
lion in deposits, which represents 13.9 percent of total
deposits in commercial banks in the market. The
Carson City market is highly concentrated, with the
four largest commercial banks controlling 87.6 percent
of total deposits there. Upon consummation of this
proposal, Valley would become the largest commer-
cial banking organization in the market, controlling
$110.0 million in deposits, representing 39.0 percent of
the market share. The market would remain highly
concentrated, and the HHI would increase by 698
points to 3029.

Consummation of the proposed merger would elim-
inate some existing competition between Valley and
Security in all four markets in which these banks
compete. The Board notes, however, that several
other commercial banking organizations would con-
tinue to operate in each market after consummation of
Valley’s proposal. In addition, the Board has consid-
ered the presence of thrift institutions in these markets
in its analysis of the proposal. Thrift institutions ac-
count for a significant percentage of the total deposits
in each of these banking markets. The Board previ-
ously has indicated that thrift institutions have be-
come, or have the potential to become, major compet-
itors of commercial banks.® Thrift institutions already
exert a considerable competitive influence in the mar-
ket as providers of NOW accounts and consumer
loans, and many are engaged in the business of making
commercial loans. Based upon the number, size, mar-

7. The Carson City, Nevada banking market is approximated by the
Carson City RMA.

8. National City Corporation, 70 FEDERAL RESERVE BULLETIN 743
(1984); The Chase Manhattan Corporation, 70 FEDERAL RESERVE
BULLETIN 529 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BULLETIN 225 (1984); General Bancshares Corporation, 69 FEDERAL
RESERVE BULLETIN 802 (1983); First Tennessee Corporation, 69
FEDERAL RESERVE BULLETIN 298 (1983).

ket shares and commercial lending activities of thrift
institutions in their markets, the Board has concluded
that thrift institutions exert a significant competitive
influence that mitigates the anti-competitive effects of
this proposal in all four banking markets.®

On the basis of the above facts and other facts of
record, the Board concludes that consummation of
Valley’s proposal would not have a significantly ad-
verse effect on existing competition in any relevant
market.

The Board also has considered the effects of Val-
ley’s proposal on probable future competition in the
markets in which Valley and Security do not
compete.!® In light of the attractiveness of a given
market for entry on a de novo basis, the Board
concludes that consummation of this proposal would
not have a significant adverse effect on probable future
competition in any relevant market.

The Board also has considered Valley’s managerial
resources, particularly with regard to previous viola-
tions of the Currency and Foreign Transactions Re-
porting Act (31 U.S.C. § 5311 et seq.) (‘“CFTRA™)
uncovered at Valley’s report of examination in June
1985. When reporting violations were discovered, Val-
ley initiated a comprehensive internal audit of CFTRA
compliance at each of its branch offices.!! Valley also
undertook comprehensive remedial and preventative

9. The following data indicate the market share and the change in
the HHI if 50 percent of the deposits controlled by thrift institutions
were included in the calculation of market concentration after con-
summation of this proposal:

In the Las Vegas market, Valley and Security would control 19.7
percent and 1.6 percent of total market deposits, respectively, and the
HHI would increase by 63 points to 1639,

In the Douglas County market, Valley and Security would control
4.1 percent and 8.4 percent of total deposits, respectively, and the
HHI would increase by 34 points to 2415.

In the Reno County market, Valley and Security would control 7.6
percent and 12.1 percent of total market deposits, respectively, and
the HHI would increase by 182 points to 2530.

In addition to the market share that thrift institutions have in the
Carson City market, the Board notes that 70 percent of Valley's
deposits is represented by state government deposits. Valley’s market
share in that market (25.1 percent) drops significantly if only individ-
val, partnership and corporation (‘‘IPC’") deposits are included in the
analysis. The Board has previously determined that IPC deposits may
be the proper focus of the competitive analysis in mergers and
acquisitions in markets, such as those including state capitals, in
which government deposits constitute a relatively large share of total
deposits. See, for example, United Bank Corporation of New York, 66
FEDERAL RESERVE BULLETIN 61 (1980). Based on IPC deposits only,
and with the inclusion of the deposits of the market’s four thrift
institutions included at 50 percent, Valley and Security would control
6.7 percent and 12.7 percent of total deposits, respectively, and the
HHI would increase by 168 points to 1711.

10. “‘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),

11. Based on a report of this audit, the Department of Treasury has
assessed $192,000 in civil money penalties against Valley.



Legal Developments 69

actions. It installed an updated computer software
package which aggregates cash transactions among all
of Valley’s branches and also provides a mechanism
for centralized verification of currency transaction
reports. Valley also established CFTRA training for all
bank employees and included CFTRA compliance as a
topic in all officer continuing education programs. In
addition, Valley appointed a CFTRA compliance of-
ficer for each branch and charged its Audit Depart-
ment with the ongoing assessment of the bank’s ex-
empt lists and currency transaction reports. The Board
has considered these measures as well as Valley’s
improved CFTRA performance and its ongoing coop-
eration with all law enforcement and regulatory au-
thorities. Based on these considerations, Valley’s as-
surances, and all other facts of record, the Board
concludes that Valley’s overall compliance with
CFTRA is satisfactory and that Valley’s managerial
resources therefore are consistent with approval of
this proposal.

The financial resources of Valley and Security are
consistent with approval of this merger proposal. In

addition, considerations relating to the convenience
and needs of the communities to be served by Valley
and Security also are consistent with approval.

Based on the foregoing and all other facts of record,
and subject to Valley’s assurances and commitments,
the Board has determined that this application under
the Bank Merger Act should be and hereby is ap-
proved. The merger of Security with Valley 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 San Franci-
sco, pursuant to delegated authority.

By order of the Board of Governors, effective No-
vember 30, 1987.

Voting for this action: Chairman Greenspan and Governors
Johnson, Seger, Angell, Heller, and Kelley.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

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

request to the Reserve Banks.

Section 3
. Reserve Effective
Applicant Bank(s) Bank date

A & P Holding Co., Community National Bank, Minneapolis November 25, 1987
North Branch, Minnesota North Branch, Minnesota

A T Acquisition Corporation, Midwest National Bank, Cleveland November 6, 1987
Cleveland, Ohio Indianapolis, Indiana

Ameritrust Corporation, Midwest National Bank, Cleveland November 5, 1987
Cleveland, Ohio Indianapolis, Indiana

Ameritrust Indiana Corporation, A T Acquisition Corporation, Cleveland November 6, 1987

Cleveland, Ohio

Cleveland, Ohio
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date

Atlantic Bancorporation, Glendale Bank of Pennsylvania, Philadelphia  November 16, 1987
Voorhees, New Jersey Philadelphia, Pennsylvania

Bank of Montreal, Commercial State Bank, Chicago November 4, 1987
Montreal, Quebec, Canada Phoenix, Arizona

Bankmont Financial Corp.,
New York, New York

Harris Bankcorp, Inc.,
Chicago, Illinois

BankFirst Corp., Bank First, N.A., Richmond November 10, 1987
McLean, Virginia McLean, Virginia

BCB Financial Services Berks County Bank (In Philadelphia  October 30, 1987
Corporation, Organization),
Reading, Pennsylvania Reading, Pennsylvania

BMR Bancorp, Inc., Citizens Bank of Americus, Atlanta October 27, 1987
Atlanta, Georgia Americus, Georgia

Bankworcester Corporation, Worcester County Institution for Boston November 12, 1987

Worcester, Massachusetts

Berthoud Bancorp Employee
Stock Ownership Plan,
Berthoud, Colorado

C & L Banking Corporation,
Bristol, Florida

CNB Bancorp, Inc.,
Danville, Tllinois

Cardinal Bancshares, Inc.,
Lexington, Kentucky

Chillicothe Bancshares, Inc.,
Chillicothe, Missouri

Citizens Financial Corporation
Employee Stock Ownership
Plan and Trust,

Fort Atkinson, Wisconsin

Dublin Bancshares, Inc.,
Dublin, Texas

Eldorado Bancorp,

Tustin, California

Elkcorp., Inc.,

Clyde, Kansas

Embry Bankshares, Inc.,
Atlanta, Georgia

ENB Holding Company,
Escondido, California

F & M Financial Services
Corporation,

Menomonee Falls, Wisconsin

Fifth Third Bancorp,
Cincinnati, Ohio

1st American Bancorp, Inc.,
Boston, Massachusetts

Savings,

Worcester, Massachusetts
Berthoud Bancorp, Inc.,

Berthoud, Colorado

C & L Bank of Bristol,
Bristol, Florida

Lake Shore National Bank,
Danville, Illinois

Union Bank and Trust Company,
Irvine, Kentucky

Bosworth Bancshares, Inc.,
Chillicothe, Missouri

Citizens Financial Corporation,
Fort Atkinson, Wisconsin

First National Bank of Dublin,
Dublin, Texas

American Merchant Bank,
Newport Beach, California

The Elk State Bank,
Clyde, Kansas

Embry National Bank,
Atlanta, Georgia

San Marcos National Bank,
San Marcos, California

Citizens Community Bankshares,
Inc.,
Wittenberg, Wisconsin

Firstbancorporation of Batesville,

Batesville, Indiana
1st American Bank for Savings,
Boston, Massachusetts

Kansas City

Atlanta
Chicago
Cleveland
Kansas City

Chicago

Dallas

San Francisco
Kansas City
Atlanta

San Francisco

Chicago

Cleveland

Boston

October 23, 1987

November 13, 1987
October 26, 1987

November 19, 1987
November 25, 1987

November 25, 1987

November 20, 1987
November 24, 1987
October 21, 1987
October 29, 1987
October 26, 1987

October 28, 1987

November 6, 1987

November 19, 1987
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Section 3—Continued

Applicant

Bank(s)

Reserve
Bank

Effective
date

First Business Bancshares of
Kansas City, Inc.,
Kansas City, Missouri
First City, Inc.,
Memphis, Tennessee
First Empire State Corporation,
Buffalo, New York
First Financial Corporation,
Terre Haute, Indiana
First Mid-Illinois Bancshares,
Inc.,
Mattoon, Illinois
First National Cincinnati
Corporation,
Cincinnati, Ohio
First National Hayes Center
Corp.,
Hayes Center, Nebraska
First of America Bank
Corporation,
Kalamazoo, Michigan
First Peoples Financial
Corporation,

Haddon Township, New Jersey

First Security Corporation of
Kentucky,
Lexington, Kentucky

First Security Affiliates, Inc.,
Lexington, Kentucky

First Southern Bancorp, Inc.,
Stanford, Kentucky

First Sun Capital Corporation,
Columbia, South Carolina

First Union Corporation,
Charlotte, North Carolina

FMB Financial Holdings, Inc.,
Fayetteville, Georgia

FNB Financial Corp.,
Scottsville, Kentucky

FNB Financial Corporation,
McConnellsburg, Pennsylvania

Golden Bancshares, Inc.,
Golden, Illinois

First Business Bank of Kansas City,

National Association,
Kansas City, Missouri

First City, A Federal Savings Bank,

Memphis, Tennessee

The East New York Savings Bank,

New York, New York
FSB Corporation,
Sullivan, Indiana
Eagle Bank of Charleston,
Charleston, Illinois

First Sidney Banc Corp.,
Sidney, Ohio

American State Bank,
McCook, Nebraska

Erie Financial Corp.,
Monroe, Michigan

First Bank of Philadelphia,
Philadelphia, Pennsylvania

State Financial Bancshares, Inc.,
Richmond, Kentucky

Nabanco, Inc.,
Lancaster, Kentucky
Lincoln County National Bank,
Stanford, Kentucky

First State Bank of Wayne County,

Monticello, Kentucky
Columbia Bancorp, Inc.,

Columbia, South Carolina
Bank of Bellevue,

Nashville, Tennessee
Farmers and Merchants Bank,

Fayetteville, Georgia
Farmers National Bank,

Scottsville, Kentucky
The First National Bank of

McConnellsburg,

McConnellsburg, Pennsylvania
Golden State Bank,

Golden, Illinois

Kansas City

St. Louis
New York
Chicago

Chicago

Cleveland

Kansas City

Chicago

Philadelphia

Cleveland

Cleveland

Richmond
Richmond
Atlanta
St. Louis

Philadelphia

St. Louis

November 25, 1987

November 2, 1987
October 30, 1987
November 13, 1987

November 20, 1987

October 28, 1987

November 19, 1987

November 23, 1987

November 6, 1987

November 25, 1987

November 19, 1987

November 6, 1987
November 20, 1987
November 6, 1987
November 18, 1987

October 26, 1987

November 4, 1987
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Section 3—Continued

Applicant

Bank(s)

Reserve
Bank

Effective
date

Gower Bancshares, Inc.,
Gower, Missouri
Heritage Enterprises II,
Fayetteville, Georgia
Intrex Financial Services, Inc.,
Lawrence, Massachusetts
Kanbanc, Inc.,
Shawnee Mission, Kansas
Laddonia State Bancshares, Inc.,
Laddonia, Missouri
Langdon Bank Holding Company,
Walhalla, North Dakota
Lincoln Financial Corporation,
Fort Wayne, Indiana

Linton Bancshares, Inc.,
Bismarck, North Dakota

Litchfield Bancshares Company,
Litchfield, Illinois

Magna Group, Inc.,
Belleville, Illinois

Magna Group, Inc.,
Belleville, Illinois

MCB Acquisition Company,
Belleville, Illinois

Marine Corporation,
Springfield, Illinois

Marion Bancshares Inc.,
Marion, Alabama

Maryville Bancshares, Inc.,
Chillicothe, Missouri

Merchants Bancshares, Inc.,
Bay St. Louis, Mississippi

Mid-Mo Bancshares, Inc.,
Auxvasse, Missouri

Minonk Bancshares, Inc.,
Minonk, Illinois

National Bancorp, Inc.,
Melrose Park, Illinois

New Bank of Mora,
Mora, Minnesota
North Arkansas Bancshares, Inc.,
Jonesboro, Arkansas
Northern Financial, Inc.,
Rogers City, Michigan
Northland Insurance Agency,
Inc., Chicago, Illinois

Farmers Bank of Gower,
Gower, Missouri
FMB Financial Holdings, Inc.,
Fayetteville, Georgia
Lawrence Savings Bank,
Lawrence, Massachusetts
Farmers State Bank of Walnut,
Walnut, Kansas
Laddonia State Bank,
Laddonia, Missouri
First Bank of Langdon,
Langdon, North Dakota
Harbor Country Banking
Corporation,
Three Oaks, Michigan
The First National Bank of Linton,
Linton, North Dakota
Litchfield National Bank,
Litchfield, Illinois
The First National Bank of Wood
River,
Wood River, Illinois
McLean County Bancshares, Inc.,
Bloomington, Illinois

Commercial Bancshares, Inc.,
Champaign, Illinois

Marion Bank & Trust Company,
Marion, Alabama

Savannah Bancshares, Inc.,
Chillicothe, Missouri

Merchants Bank & Trust Company,
Bay St. Louis, Mississippi

Security Bank of Auxvasse,
Auxvasse, Missouri

Washburn Bancshares, Inc.,
Washburn, Illinois

The American National Bank of
DeKalb,
DeKalb, Illinois

Kanabec State Bank,
Mora, Minnesota

First State Bank of Newport,
Newport, Arkansas

Presque Isle Bank,
Rogers City, Michigan

Selin Corporation,
Chicago, Illinois

Kansas City
Atlanta
Boston
Kansas City
St. Louis
Minneapolis

Chicago

Minneapolis
St. Louis

St. Louis

St. Louis

Chicago
Atlanta
Kansas City
Atlanta

St. Louis
Chicago

Chicago

Minneapolis
St. Louis
Chicago

Chicago

November 19, 1987
November 6, 1987
November 12, 1987
November 25, 1987
November 2, 1987
October 26, 1987

November 17, 1987

November 24, 1987
November 20, 1987

November 3, 1987

November 3, 1987

October 22, 1987
October 30, 1987
November 25, 1987
October 23, 1987
October 23, 1987
November 5, 1987

November 20, 1987

November 24, 1987
November 16, 1987
November 12, 1987

November 10, 1987
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date

Old National Bancorp, Farmers Bank & Trust Co., St. Louis November 20, 1987
Evansville, Indiana Madisonville, Kentucky

Pikeville National Corporation, Commercial Bank of West Liberty, Cleveland November 6, 1987
Pikeville, Kentucky West Liberty, Kentucky

Riggs National Corporation, The Riggs National Bank of Richmond October 26, 1987
Washington, D.C. Maryland,

Rockville, Maryland

Roseville Bankshares, Inc., Roseville State Bank, Chicago November 20, 1987
Roseville, Illinois Roseville, Illinois

Royal Bancshares, Inc., Centre National Bank-Farmers Dallas November 20, 1987

Farmers Branch, Texas

St. Croix Banco, Inc.,
New Richmond, Wisconsin
Polk County Banco, Inc.,
Balsam Lake, Wisconsin
Salem Bancorp, Inc.,
Salem, Kentucky
Sandy Spring Bancorp, Inc.,
Olney, Maryland

Security Bancshares of Marion
County, Inc.,
Springfield, Kentucky
Security Chicago Corp.,
Chicago, Illinois
Selin Corporation,
Chicago, Illinois

Shelby Bancshares, Inc.,
Bartlett, Tennessee

South Banking Company,
Alma, Georgia

SouthTrust Corporation,
Birmingham, Alabama

SouthTrust Corporation,
Birmingham, Alabama

The Summit Bancorporation,
Summit, New Jersey

Branch,

Farmers Branch, Texas
Stanley Bancorporation, Inc.,

Stanley, Wisconsin

Salem Bank, Inc.,
Salem, Kentucky
Sandy Spring National Bank of
Maryland,
Olney, Maryland
Peoples Bank,
Gravel Switch, Kentucky

OSWEGO BANCSHARES, INC.,
Oswego, Illinois

American National Bank,
South Chicago Heights, Illinois

American National Bank and Trust
Company of Waukegan,
Waukegan, Illinois

First National Bank of Crystal Lake,
Crystal Lake, Illinois

Gurnee National Bank,
Gurnee, Illinois

Wauconda National Bank and Trust *

Company,
Wauconda, Illinois
Shelby Bank,
Bartlett, Tennessee
Georgia Peoples Bankshares,
Baxley, Georgia
First Bancshares, Inc.,
Marianna, Florida
Gulf/Bay Financial Corporation,
Tampa, Florida
Yardville National Bancorp,
Yardville, New Jersey

Minneapolis

St. Louis

Richmond

St. Louis

Chicago

Chicago

St. Louis
Atlanta
Atlanta
Atlanta

New York

November 19, 1987

November 10, 1987

November 3, 1987
October 30, 1987

November 19, 1987

November 10, 1987

November 24, 1987
November 20, 1987
November 13, 1987
November 19, 1987

October 30, 1987
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
TIM Financial Corporation, First Farmers Bank and Trust Co., St. Louis November 10, 1987
Lexington, Kentucky Owenton, Kentucky
Trustcorp, Inc., Ypsilanti Savings Bank, Cleveland November 16, 1987

Toledo, Ohio

Trustcorp of Michigan, Inc.,
Adrian, Michigan

United Community Corporation,
Oklahoma City, Oklahoma

Ypsilanti, Michigan

Kiamichi Bancshares, Inc.,
Hugo, Oklahoma

First Madill Bancorporation,
Madill, Oklahoma

First Prague Bancorporation, Inc.,
Prague, Oklahoma

Arbuckle Corporation, Inc.,
Sulphur, Oklahoma

Kansas City

October 27, 1987

Walhalla Bank Holding Company, Langdon BHC, Minneapolis  October 26, 1987
Walhalla, North Dakota Langdon, North Dakota

Washburn Bancshares, Inc., The Washburn Bank, Chicago November 5, 1987
Washburn, Illinois Washburn, Illinois

Whitley City Bancshares, Inc., McCreary Bancshares, Inc., Cleveland November 5, 1987
Whitley City, Kentucky Whitley City, Kentucky

Section 4

, . .. Reserve Effective
Applicant Nonbanking Company/Activity Bank date
Centerre Bancorporation, engage in the purchase, issuance St. Louis November 2, 1987

St. Louis, Missouri

Cook Investment, Inc.,
Beatrice, Nebraska

Dakota Bankshares, Inc.,
Fargo, North Dakota

First Bancorp of Tonkawa, Inc.,
Tonkawa, Oklahoma

First Bank System, Inc.,
Minneapolis, Minnesota

First Union Corporation,
Charlotte, North Carolina

and servicing of consumer loans
through the issuance of credit
cards

establish Centerre Bank of Delaware,

New Castle, Delaware
Gage, Inc.,
Beatrice, Nebraska
provide data processing and data

transmission services, data bases,
and facilities that are for financial,

banking, and economic purposes
retain indirect control of Burton
Insurance Trust,
Tonkawa, Oklahoma
Erickson Agency, Inc.,
Minot, North Dakota
acquire certain assets of Ashley
Securities Corporation,
Naples, Florida

Kansas City

Minneapolis

Kansas City

Minneapolis

Richmond

October 30, 1987

October 23, 1987

October 28, 1987

October 23, 1987

November 10, 1987
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Section 4—Continued

Applicant

Nonbanking Company/Activity

Reserve
Bank

Effective
date

First Western Bancorporation,
La Jara, Colorado

Independent Bankshares, Inc.,
Abilene, Texas

Midwest Financial Group, Inc.,
Peoria, Illinois
Republic Bancorp, Inc.,
Ann Arbor, Michigan
Security Pacific Corporation,
Los Angeles, California
SPC/RAB Acquisition
Corporation,
Los Angeles, California

continue to engage in general
insurance activities

First Independent Computers, Inc.,

Abilene, Texas
provide data processing and data
transmission services through a

joint venture with CCS Processing

Services, Inc.,
Maitland, Florida

Central Computing Company,
Decatur, Illinois

Mayflower Mortgage Corporation,
Plymouth, Michigan

retain certain insurance agency
activities of Rainier Mortgage
Company,
Seattle, Washington

Kansas City

Dallas

Chicago
Chicago

San Francisco

November 13, 1987

November 12, 1987

October 29, 1987
October 27, 1987

November 9, 1987

Selin Corporation, data processing and data Chicago November 10, 1987
Chicago, Illinois transmission services
Signal Bancshares, Inc., certain assets of Hampton Agency, Minneapolis = November 20, 1987
West St. Paul, Minnesota Inc.,
Hampton, Minnesota
Sovran Financial Corporation, Dresser Leasing Corporation, Richmond October 26, 1987
Norfolk, Virginia Pittsburgh, Pennsylvania
Sections 3 and 4
Applicant Banks/Nonbanking Reserve Effective
Company/Activity Bank date
Cumberland Valley Bancshares, Garrett Financial Services, Inc., Atlanta November 16, 1987
Inc., Goodlettsville, Tennessee
Goodlettsville, Tennessee
First Cumberland Bank,
Madison, Tennessee
First National Agency, Inc., of First BancShares, Inc., of Cold Minneapolis November 17, 1987
Cold Spring, Spring,
Cold Spring, Minnesota Cold Spring, Minnesota
retain its general insurance agency
activities
First National Bank of Cold Spring,
Cold Spring, Minnesota
Old Kent Financial Corporation, Illinois Regional Bancorp, Inc., Chicago October 29, 1987

Grand Rapids, Michigan

Elmhurst, Illinois
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ORDERS ISSUED UNDER BANK MERGER ACT

. Reserve Effective
Applicant Bank(s) Bank date
Bank One, Mansfield, acquire certain assets and assume Cleveland November 4, 1987
Mansfield, Ohio certain liabilities of the Galion,
Ohio branch of Chase Bank of
Ohio,
Mentor, Ohio
Central Bank of the South, Central Bank, Atlanta October 23, 1987
Birmingham, Alabama Cahaba Heights, Alabama
Chemical Bank Bay Area, Chemical Bank Cass City, Chicago November 17, 1987
Bay City, Michigan Cass City, Michigan
Citizens Trust and Savings Bank, CB Bank, Chicago November 9, 1987
South Haven, Michigan South Haven, Michigan
Comerica Bank—Detroit, Comerica Bank—Livonia, Chicago November 25, 1987
Detroit, Michigan Livonia, Michigan
Comerica Bank—Metro East,
National Association,
Sterling Heights, Michigan
Comerica Bank—Metro West,
National Association,
Novi, Michigan
Comerica Bank—Southfield,
Southfield, Michigan
Comerica Bank—Troy,
Troy, Michigan
Comerica Bank—Warren, N.A.,
Warren, Michigan
The Commercial Bank, acquire three branches of Maryland Richmond October 23, 1987
Bel Air, Maryland National Bank,
Baltimore, Maryland
First Community Bank—Adrian  First Community Bank, Inc., Richmond November 13, 1987
Buckhannon, Inc., Princeton, West Virginia
Buckhannon, West Virginia
Johnstown Bank and Trust The First National Bank of Philadelphia ~ November 6, 1987
Company, Avonmore,
Johnstown, Pennsylvania Avonmore, Pennsylvania
Newco Bank, Ypsilanti Savings Bank, Cleveland November 16, 1987
Ypsilanti, Michigan Ypsilanti, Michigan
0Old Kent Bank and Trust Old Kent Bank of Greenville, Chicago October 30, 1987
Company, Greenville, Michigan
Grand Rapids, Michigan Old Kent Bank of Fremont,
Fremont, Michigan
Old Kent Bank and Trust Old Kent Bank of Kentwood, Chicago November 12, 1987
Company, Kentwood, Michigan
Grand Rapids, Michigan
Peoples Bank of Bloomington, The First National Bank of Normal, Chicago October 27, 1987
Bloomington, Illinois Normal, Illinois
State Bank of Freeport, Rock City Bank, Chicago November 19, 1987

Freeport, Illinois

Rock City, Illinois



Legal Developments 77

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.

National Association of Casualty and Surety Agents,
et al., v. Board of Governors, No. 87-1644 (D.C.
Cir., filed Nov. 4, 1987).

Teichgraeber v. Board of Governors, No. 87-2505-0
(D. Kan,, filed Oct. 16, 1987).

Securities Industry Association v. Board of Gover-
nors, No. 87-4135 (2d Cir., filed Oct. 8, 1987).

Independent Insurance Agents of America, Inc. v.
Board of Governors, No. 87-4118 (2d Cir,, filed
Sept. 17, 1987).

Citicorp v. Board of Governors, No. 87-1475 (D.C.
Cir., filed Sept. 9, 1987).

Securities Industry Association v. Board of Gover-
nors, No. 87-4115 (2d Cir., filed Sept. 9, 1987)

Board of Trade of the City of Chicago, et al. v. Board
of Governors, No. 87-2389 (7th Cir., filed Sept. 1,
1987).

Barrett v. Volcker, No. 87-2280 (D.D.C., filed August
17, 1987).

Northeast Bancorp v. Board of Governors, No.
87-1365 (D.C. Cir., filed July 31, 1987).

National Association of Casualty & Insurance Agents
v. Board of Governors, Nos. 87-1354, 87-1355(D.C.
Cir., filed July 29, 1987).

The Chase Manhattan Corporation v. Board of Gov-
ernors, No. 87-1333 (D.C. Cir., filed July 20, 1987).

Securities Industry Association v. Board of Gover-
nors, Nos. 87-4091, 87-4093, 87-4095 (2d Cir., filed
July 1 and July 15, 1987).

Lewis v. Board of Governors, Nos. 87-3455, 87-3545
(11th Cir., filed June 25, August 3, 1987).

Securities Industry Association v. Board of Gover-
nors, et al. No. 874041 and consolidated cases (2d
Cir., filed May 1, 1987).

Securities Industry Association v. Board of Gover-
nors, et al., No. 87-1169 (D.C. Cir., filed April 17,
1987).

Bankers Trust New York Corp. v. Board of Governors,
No. 87-1035 (D.C. Cir., filed Jan. 23, 1987).

Grimm v. Board of Governors, No. 87-4006 (2d Cir.,
filed Jan. 16, 1987).

Independent Insurance Agents of America, et al. v.
Board of Governors, Nos. 86-1572, 1573, 1576 (D.C.
Cir., filed Oct. 24, 1986).

Independent Community Bankers Association of
South Dakota v. Board of Governors, No, 86-5373
(8th Cir., filed Oct. 3, 1986).

Jenkins v. Board of Governors, No. 86-1419 (D.C.
Cir., filed July 18, 1986).

Securities Industry Association v. Board of Gover-
nors, No. 86—-1412 (D.C. Cir., filed July 14, 1986).
CBC, Inc. v. Board of Governors, No. 86-1001 (10th

Cir., filed Jan. 2, 1986).

Mpyers, et al. v. Federal Reserve Board, No. 85-1427
(D. Idaho, filed Nov. 18, 1985).

Souser, et al. v. Volcker, et al., No. 85-C-2370, et al.
(D. Colo., filed Nov. 1, 1985).

Podolak v. Volcker, No. C85-0456, et al. (D. Wyo.,
filed Oct. 28, 1985).

Kolb v. Wilkinson, et al., No. C85-4184 (N.D. Iowa,
filed Oct. 22, 1985).

Farmer v. Wilkinson, et al., No. 4-85-CIVIL-1448 (D,
Minn., filed Oct. 21, 1985).

Kurkowski v. Wilkinson, et al., No, CV-85~0-916 (D.
Neb., filed Oct. 16, 1985).

Alfson v. Wilkinson, et al., No. A1-85-267 (D. N.D.,
filed Oct. 8, 1985).

Independent Community Bankers Association of
South Dakota v. Board of Governors, No. 84-1496
(D.C. Cir., filed Aug. 7, 1985).

Urwyler, et al. v. Internal Revenue Service, et al., No.
85-2877 (9th Cir., filed July 18, 1985).

Wight, et al. v. Internal Revenue Service, et al., No.
85-2826 (9th Cir., filed July 12, 1985).

Brown v. United States Congress, et al., No.
84-2887-6(IG) (S.D. Cal., filed Dec. 7, 1984).

Melcher v. Federal Open Market Committee, No.
86-5692 (D.C. Cir., filed Apr. 30, 1984).
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1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Monetary and credit aggregates
{annual rates of change, seasonally adjusted in percent)!

Ttem 1986 1987 1987
Q4 Q2 Q3" June July” Aug.” Sept.” Oct.
Reserves of depository institutions*
B N 24.3 16.4 8.0 -1.6 -13.3 -2.2 5.7 -1.0 13.7
2 Required ..... 22.8 16.5 8.4 —-.5 -159 6.9 1 4.0 7.1
3 Nonborrowed ... o 25.3 18.5 5.4 -.4 -8.1 * 6.3 -7.2 13.9
4 MODIEtAry BASE ...\ vvvrv e teeiree ettt 11.0 3 6.8 4.7 .5 4.7 6.5 5.0 11.9
Concepts of money, liquid assets, and debt*
S MlL.. . 17.0 1 6.4 0 -10.4 1.6 5.6 3 15.0
6 M2. 9.3 4 2.3 i1 5 2.7 6.5 5.7 6.8
7 M3. 8.3 .5 4.3 52 5.8 2.7 7.7 6.0 7.9
8§L..... 8.4 3 3.3 4.2 4.1 -16 7.9 8.7 n.a.
B 0 T 2 12.7 4" 8.3 7.7 7.9 6.0 8.1 9.4 n.a.
Nontrgnsaction components
10 In M2° ., R R R R L PR TR PR PR 6.7 1 9 4.2 4.4 31 6.9 7.5 4.0
I InM3only®. . e 4.3 .9 124 13.4 26.7 2.6 12.4 72 11.8
Time and savings deposits
Commercial banks
12 Savings'............000s 36.9 373 24.1 7.8 6.9 7.5 9.5 .0 ~3.4
13 Small-denomination time® 0" el —107 -4.9 -4.6 8.0 10.1 11.0 6.6 6.2 18.6
14  Large-denomination time®™® .................c.oiiiiiionen 1 9.7 18.3 4.1 16.2 —4.6 0 -4 13.4
Thrift inst;tutions
15 SaVINgS . i e e 23.2 27.3 259 7.1 12.6 2.0 8.5 -2.5 -9.9
16 Small-denomination time . —6.4 -4.2 1.0 10.1 9.6 12.5 12.1 10.1 12.8
17  Large-denomination time ~-7.0 -9.5 ~8.4 10.7 8.9 9.6 13.5 17.2 29.4
Debt components* ,
18 Federal......vvvv i i 11.7 122 8.8 5.9 7.5 19 8.8 6.5 n.a.
19 Nonfederal,......ovvvieiniiiiiinni e,y i 13.0 9.8" 8.1 8.2 8.0 7.3 7.9 10.3 n.a.
20 Total loans and securities at commercial banks'!. . 8.8 10.1 7.0 5.6 3.6" 13 10.8 9.7 10.4

1. Unless otherwise noted, rates of change are calculated from average
amounts outstanding in preceding month or quarter. . .
2. Figures mcorﬂorate adjustments for discontinuities associated with the

commercial banks, money market funds (general purpose and broker/dealer),
foreign governments and commercial banks, and the U.S. government. Also
subtracted is a consolidation adjustment that represents the estimated amount of

implementation of the Monetary Control Act and other regulatory changes to

d d deposits and vault cash held by thrift institutions to service their time and

reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discon-
tinuities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

3. The monetary base not adjusted for discontinuities consists of total
reserves plus required clearing balances and adjustments to compensate for float
at Federal Reserve Banks plus the currency component of the money stock less
the amount of vault cash holdings of thrift institutions that is included in the
currency component of the money stock plus, for institutions not having required
reserve balances, the excess of current vault cash over the amount applied to
satisfy current reserve requirements. After the introduction of contemporaneous
reserve requirements (CRR), currency and vault cash figures are measured over
the weekly computation period ending Monday.

Before CRR, all components of the monetary base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series consists of seasonally adjusted total reserves, which includs

savings deposits.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of EIO0.000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is a consolidation adjustment that represents the estimated amount of overnight
RPs and Burodollars held by institution-only money market mutual funds.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
accerptancps, and other debt instruments. The source of data on domestic
nonl I debt is the Federal Reserve Board’s flow of funds accounts, Debt

excess reserves on a not seasonally adjusted basis, plus the seasonally adj
currency component of the money stock plus the remaining items seasonally
adjusted as a whole.

4. Composition of the money stock measures and debt is as follows:

M1: (1) currency 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.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and {4) other checkable deposits
{OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft

data are based on monthly averages. Growth rates for debt reflect adjustments for
discontinuities over time in the levels of debt presented in other tables.

5. Sum of overnight RPs and Eurodollars, money market fund balances
(general purpose and broker/dealer), MMDAs, and savings and small time
deposits less the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposit liabilities.

6. Sum of large time deposits, term RPs, and Eurodollars of U.S. residents,
money market fund balances (institution-only), less a consolidation adjustment
that represents the estimated amount of overnight RPs and Eurodolars held by
institution-only mon%'Amarket mutual funds.

Tud S,

accounts, and demand deposits at thrift institutions. The currency and d

d

8. Small-d ion time dep luding retail RPs—are those issued

deposit components exclude the estimated amount of vault cash and d
deposits resi)ective]y held by thrift institutions to service their OCD liabilities.
2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, Money Market Deposit Accounts
(MMDAS), savings and small-denomination time deposits (time deposits—includ-
ing retail RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exempt general purpose and broker/dealer money market mutual funds.
Excludes individual retirement accounts (IRA) and Keoigh balances at depository
institutions and money market funds. Also excludes all balances held by U.S.

in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.

9, Large-denomination time deposits are those issued in amounts of $100,000
or more, ¢xcluding those booked at international banking facilities.

Large-d ination time deposits at commercial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.

11. Changes calculated from figures shown in table 1.23.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT
Millions of dollars

Momhlﬁlaverages of Weekly averages of daily figures for week ending

daily figures
Factors 1987 1987
Aug. Sept. Oct. Sept. 16 | Sept. 23 | Sept. 30 Oct. 7 Oct. 14 Oct. 21 Oct, 28

SupPLYING RESERVE FUNDS

1 Reserve Bank credit .................c000e 231,606 | 240,591 | 241,841 | 236,459 | 251,912 | 241,835 | 237,908 | 236,547 | 242,444 | 248,500
2 U.S. government securities’, ............ 206,708 | 214,298 | 214,787 | 211,026 | 223,407 | 214,861 | 211,909 { 210,880 | 215,059 | 220,197
3 Bou‘fht outright .. ....oviviiiinarennns 206,187 | 211,468 | 210,822 | 211,026 | 214,425 | 211,713 | 211,909 | 210,880 | 210,168 | 210,726
4 Held under repurchase agreements. ... . 521 2,830 3,965 0 8,982 3,148 0 ] 4,891 9,471
5  Federal agency obligations.............. 7,764 8,399 8,747 7,623 10,013 8,558 7,623 7,623 8,860 10,165
6 Bought outright.........oovuuiiraeen, 7,623 7,623 7,601 7,623 7,623 7,623 7,623 7,623 7,607 7,567
7 Held under repurchase agreements. ... . 141 776 1,146 0 2,390 935 0 0 1,253 2,598
8  ACCEPIENCES.........covivvriiiunoirens 0 0 0 0 [i] 0 0 0 0 0
9 Loans ................... e 630 956 959 1,026 976 1,197 1,193 902 1,111 751
10 Float..........cooovvvvnnnns .. 702 774 751 770 822 877 877 707 879 494
11 Other Fegderal Reserve assets . 15,802 16,164 16,597 16,014 16,694 16,717 16,305 16,435 16,535 16,893
12 GOld SIOCK? .o eevereeieianaaii s 11,068 11,068 11,084 11,068 11,068 11,068 11,079 11,086 11,086 11,086
13 Special drawing rights certificate account. .. 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018
14 Treasury currency outstanding ............ 17,930 17,981 18,028 17,977 17,987 17,997 18,004 18,018 18,032 18,046

ABSORBING RESERVE FUNDs

15 Currency in circulation . .................. 216,805 | 217,718 | 218,734 | 218,742 | 217,459 | 216,549 | 217,420 | 218,958 | 219,087 | 218,978
16 Treasury cash holdings® .................. 47 459 470 458 460 459 464 475 472 469

Reserve Banks
17 Treasury..........oovvviviiiiieivnenns 3,409 10,585 8,828 4,207 21,647 14,355 5,341 3,281 12,191 13,822
248 259 255 198 263 287 208 251 298

18 Foreign.........cooovvuins, - 237
19  Service-related balances and

ad_]nstments 1,937 1,930 2,029 1,908 1,965 1,999 2,070 1,943 1,926 1,960
20 331 390 402 3N 376 484 447 350 385 391
21 Other Federal Reserve lial :

capital ... 6,667 7,213 7,236 7,053 7,668 7,094 6,971 7,034 7,342 7,365
22 Reserve balances w ]xth Federat

Reserve Banks®. ........ooiiivennnnn 35,765 36,115 38,014 37,527 36,214 34,716 39,010 38,421 34,924 39,365

End-of-month figures Wednesday figures
1987 1987
Aug. Sept. Oct. Sept. 16 | Sept. 23 | Sept. 30 Oct. 7 Oct. 14 Oct. 21 Oct. 28
SUPPLYING RESERVE FUNDs

23 Reserve Bank credit ...................... 231,689 | 238,823 | 246,806 | 241,092 | 261,278 | 238,823 | 237,931 239,536 | 243,453 | 251,276
24 U.S. government securities............. 207,238 | 211,941 217,614 | 215,220 | 231,599 | 211,941 | 210,942 | 212,094 | 213,804 | 219,707
25 Bought outright. .............covevvin 207,238 | 211,941 209,319 | 215,220 | 214,370 | 211,941 210,942 | 212,094 | 210,208 | 211,453

26 Held under repurchase agreements. ... Q Q 8,295 0 17,229 Q Q 0 3,596 8,254
27  Federal agency obligations .. 7.623 7,623 10,483 7,623 11,073 7,623 7,623 7,623 8,706 11,646
28 Bought outright. ...... 7,62(3) 7,62(3) 7,567 7,62(3) 7,624 7,62(3) 7,62(3) 7,628 7,567 7,568

29 Held under repurchase 2,916 3,449 1, X

30 Acceptances............ 0 0 0 0 0 0 0 0 0

i1 Loans ................. 566 1,941 587 672 935 1,941 1,382 929 3,160 753
32 Float........covovvvnnnnnsn . 510 248 609 877 522 248 1,300 2,138 1,134 2,031
33 Othcr Federal Reserve assets ........... 15,752 17,070 17,603 16,700 17,149 17,070 16,684 16,752 16,649 17,139
34 Gold Stock? ..\ iui i 11,068 11,075 11,085 11,068 11,068 11,075 11,085 11,086 11,085 11,085
35 Special drawing rights certificate account. .. 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018 s

36 Treasury currency outstanding ............ 17,956 18,006 18,058 17,986 17,996 18,006 18,016 18,030 18,044 18,058

ABSORBING RESERVE FuNDS

37 Currency in circulation . ................0 216,471 216,776 219,842 218,365 217,010 216,776 218,176 219,523 219,053 219,427

38 Treasury cash holdings? .................. 463 460 467 460 459 460 473 472 472 468

Deposits, other than reserve balances, with
Federal Reserve Banks

39 Treasury........ccieiirvirniaiianesnnan 3,763 2,120 8,808 9,479 25,657 9,120 2,816 3,745 14,323 14,324
40 FOTeigh......ocvvvvirveriniiiiiinnnns 295 456 236 282 218 456 220 200 221 301
41  Service-related balances and
adjustments ...........oiiiie e 1,709 1,706 1,733 1,718 1,719 1,706 1,705 1,714 1,713 1,732
42 Other.........oooviiiesniiiiinininins 284 419 477 503 324 419 372 348 309 371
43 Other cheral Reserve liabilities and
capital . ool i 6,964 6,663 7,950 7,180 7,996 6,663 6,948 6,884 7,076 7,167
44 Reserve balances wj 3nh Federal
Reserve Banks’. ...........o0cvevens 35,782 37,321 41,454 37177 41,976 37,321 41,338 40,783 34,436 41,647
1. Includes securities loaned—fully guaranteed by U.S. government securities stock. Revised data not included in this table are available from the Division of
pledged with Federa! Reserve Banks—and excludes any seccurities sold and Research and Statistics, Banking Section.
scheduled to be bought back under matched sale-purchase transactions. 3. Excludes requnrcd clearing balances and adjustments to compensate for
2. Revised for periods between October 1986 and April 1987. At times during float.

this interval, outstanding gold certificates were inadvertently in excess of the gold Note. For amounts of currency and coin held as reserves, see table 1,12,



Money Stock and Bank Credit AS
1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of dollars
Monthly averages'l
Reserve classification 1984 1985 1986 1987
Dec Dec Dec. Mar. Apr. May June July Aug. Sept

1 Reserve balanceis with Reserve Banks! 21,738 27,620 37,360 35,318 37,807 36,466 36,309 36,110 35,616 36,685
2 Total v?ult cash® . ...........o.0e 22,313 22,953 24,071 23,759 23,353 23,693 24,380 24,631 24,649 24,860
3 Vault’.......... 18,958 20,522 22,199 21,743 21,587 21,873 22,475 22,728 22,745 23,128
4  Surplus®........ 3,355 2,431 1,872 2,016 1,767 1,820 1,905 1,903 1,904 1,732

S Total reserves’. .. . | 40,696 48,142 59,560 57,061 59,393 58,339 58,784 58,838 58,361 59,813
6 Required reserves ................v.ouns g 39,843 47,085 58,191 56,146 58,566 57,260 57,594 58,078 57,329 59,020

7 Excess reserve balances at Reserve Banks® ... .. 853 1,058 1,369 916 827 1,079 1,190 761 1,032 793

8 Total borrowings at Reserve Banks ............ 3,186 1,318 827 527 993 1,035 776 672 647 940

9  Seasonal borrowings at Reserve Banks ....... 113 56 38 91 120 196 259 283 279 231
10  Extended credit at Reserve Banks’........... 2,604 499 303 264 270 288 273 194 132 409

Biweekly averages of daily figures for weeks ending
1987
July 15 July 29 | Aug. 12 | Aug. 26 | Sept.9 | Sept. 23 Oct. 7 Oct. 21 Nov. 4 | Nov. 18°

11 Reserve balancezs with Reserve Banks! ......... 37,083 35,221 35,850 35,173 36,294 36,866 36,826 36,672 38,324 37,558
12 Total V§ult cash®. ... ... ... 24,238 25,029 24,306 25,074 24,288 25,146 25,026 26,183 25,174 25,188
13 Vault’...... 22,470 23,002 22,439 23,115 22,446 23,475 23,313 24,410 23,464 23,623
14 Surplus®.. T 1,769 2,027 1,867 1,959 1,842 1,672 1,713 1,773 1,710 1,565
15 Total reserves”. . 59,553 58,223 58,289 58,288 58,740 60,340 60,139 61,082 61,788 61,181
16 Required reserve: 59,081 57,240 57,488 57,116 57,546 59,825 59,306 60,115 60,256 ,665
17 Excess reserve balance 472 983 801 1,173 1,194 515 833 967 1,532 516
18 Total borrowings at Reserve Banks ............ 696 652 564 719 647 1,001 1,195 1,007 677 561
19  Seasonal borrowings at Reserve Banks ... 271 294 289 286 241 226 230 183 169 125
20  Extended credit at Reserve Banks'........... 261 133 120 128 173 531 465 482 390 334

a 1. Excludes required clearing balances and adjustments to compensate for
oat.

2. Dates refer to the maintenance periods in which the vault cash can be used
to satisfy reserve requirements. Under contemporaneous reserve requirements,
maintenance periods end 30 days after the lagged computation periods in which
the balances are held. .

3. Equal to all vault cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vault cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

4. Total vault cash at institutions having no required reserve balances less the
amgu(;n of vault cash equal to their required reserves during the maintenance
period,

5. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lagged

computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

6. Reserve balances with Federal Reserve Banks plus vault cash used to satisfy
reserve requirements less required reserves.

7. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.

8. Before February 1984, data are prorated monthly averages of weekly
averages; beginning February 1984, data are prorated monthly averages of
biweekly averages.

Note. These data also appear in the Board's H.3 (502) release. For address, see
inside front cover.
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1.13 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS Large Member Banks!
Averages of daily figures, in millions of dollars

1987 week ending Monday

Maturity and source
June 8 June 15 June 22 June 29 July 6 July 13 July 20 July 27 Aug. 3

Federal funds purchased, repurchase agreements, and
other selected borrowing in immediately available
Sunds
From commercial banks in the United States
1 For one day or under continuing contract ............ 74,810 72,633 68,755 66,856 73,997 74,109 69,704 68,682 68,983
2 Forall other maturities .............ooviiiiniiniea 9,362 9,325 8,719 8,430 11,099 8,691 8,626 8,829 9,624
From other depository institutions, foreign banks and
foreign oﬂix)cial institutions, and United States gov-
ernment agencies
3 For one day or under continuing contract............. 35,114 34,380 31,698 33,067 26,568 33,873 31,478 31,316 32,783
4 For all other maturities ...........ooooiviiniian . 8,503 8,508 8,378 8,502 11,895 8,167 7,384 7,122 )
Repurchase agreements on U.S. government and federal
agency securities in immediately available funds
Brokers and nonbank dealers in securities

5 For one day or under continuing contract. ,........... 10,497 10,459 9,664 9,958 8,076 10,541 11,515 13,115 13,711

6  For all other maturities .. ......ooovvvviaiiienain.. 14,421 14,413 13,794 12,793 12,327 11,214 10,797 11,725 12,209
All other customers

7  For one day or under continuing contract. ............ 24,985 25,470 24,139 25,518 22,802 25,558 26,375 26,482 27,082

8 Forall other maturiti€s .. .......c.oovvieeenennrerinen. 8,561 8,289 8,882 9,029 11,456" 8,278" 8,373 8,363 8,123

Memo: Federal funds loans and resale agreements in im-
mediately available funds in maturities of one day or
under continuing contract

9 To commercial banks in the Uni}ed States. ..

28,156 25,759 26,713" 27,376¢" 35,382 33,375 31,101 28,293 29,247
10 To all other specified customers

13,824 14,086" 14,6727 12,656 13,0317 13,702" 13,109 13,347 13,690

1. Banks with assets of $1 billion or more as of Dec. 31, 1977. 2. Brokers and nonbank dealers in securitlies; other depository institutions;
foreign banks and official institutions; and United States government agencies.



1.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A7

Current and previous levels

12
Adjustment Credit Extended Credit
an
il
Federal R;serve Seasonal Credit First 30 days of Borrowing After 30 days of Borrowing?
Ban
On Effective Previous On Effective Previous On Effective Previous .
11727/87 Date Rate 1127187 Date Rate 1127787 Date Rate Effective Date

Boston.......... 6 9/9/87 5l 6 9/9/87 5k 7.45 11/19/87 7.55 11/5/87
New York ...... 9/4/87 9/4/87 11/19/87 11/5/87
Philadelphia .. ... 9/4/87 9/4/87 11/19/87 11/5/87
Cleveland....... 9/4/87 9/4/87 11/19/87 11/5/87
Richmond. ...... 9/5/87 9/5/87 11/19/87 11/5/87
Atlanta ......... 9/4/87 9/4/87 11/19/87 11/5/87
Chicago......... 9/4/87 9/4/87 11/19/87 11/5/87
St. Louis........ 9/9/87 9/9/87 11/19/87 11/5/87
Minneapolis ... ... 9/8187 9/8/87 11/19/87 11/5/87
Kansas City..... 9/4/87 9/4/87 11/19/87 11/5/87
Dallas .......... 9/11/87 9/11/87 11/19/87 11/5/87
San Francisco . .. 6 9/9/87 5V 6 9/9/87 52 1.45 11/19/87 7.55 11/5/87

Range of rates for adjustment credit in recent years

4

Range (or F.R. Range (or F.R. Range (or F.R.
Effective date kl‘llelp.i B:?k Effective date }fl‘]le;?),R. Bg?k Effective date fl‘lle}]‘“).;. Bg?k
Banks N.Y Banks N.Y. Banks N.Y.
In effect Dec. 31,1977 ....... 6 6 1980—July 28 .............. 10-11 10 1984—Apr. 9 .............. 8%2-9 9
1978—Jan. 9 62 ... 10 10 1. 9 9
[27] Sept. 26.......... 11 11 Nov.2l ...ooiinnenn 814-9 8le
May 7 Nov. 17 .......... - 12 12 26 ... 1373 814
7 Dec. S.............. 12-13 13 Dec. 24 .............. 8 8
July V4
7Va 1981—May S .............. 13--14 14 1985—May 20 .............. 7V4-8 7%
Aug. TV 8 . 14 14 2 Ve 7%
Sept. 8 Nov, 2....covvnvnne 13-14 13
Oct. 814 6 . 13 13 1986—Mar. 7-1%4 7
8% Dec. 4.............. 12 12 7 7
Nov. 91h Apr. 6¥2-7 6%2
9 1982—July 20 11%-12 1132 July 6 6
11% 11%4 Aug. 56 514
1979—July 10 Aug. 2 11-11% 11 b7} h1%]
Aug. 1 10)% 11 11
10} 16 12 10 1987—Sept. 4.............. 514-6 6
Sept. 11 27 10-10%2 10 L 6 6
11 30. 10 10
Oct. 12 Oct. 12 914-10 9%, In effect November 27, 1987 .. 6 6
12 13 9 9Ve
Nov. 22 9-912 9
1980—Feb. 13 26 . 9 9
13 Dec. 14 8lA-9 9
May 13 15 8149 8%
12 17 117 8l
June 11
1

1. Adjustment credit is available on a short-term basis to help depository
institutions meet temporary needs for funds that cannot be met through reason-
able alternative sources, After May 19, 1986, the highest rate established for loans
to depository institutions may be charged on adjustment credit loans of unusual
size that result from a major operating problem at the borrower’s facility.

Seasonal credit is available to help smaller depository institutions meet regular,
seasonal needs for funds that cannot be met through special industry lenders and
that arise from a combination of expected patterns of movement in their deposits
and loans. A temporary simplified seasonal program was established on Mar. 8,
1985, and the interest rate was a fixed rate 2 percent above the rate on adjustment
credit. The program was re-established on Feb. 18, 1986 and again on Jan, 28,
1987; the rate may be either the same as that for adjustment credit or a fixed rate
Y percent higher.

2. Extended credit is available to depository institutions, where similar assis-
tance is not reasonably available from other sources, when exceptional circum-
stances or practices involve only a particular institution or when an institution is
experiencing difficulties adjusting to changing market conditions over a longer
period of time.

3. For extended-credit loans outstanding more than 30 days, a flexible rate

somewhat above rates on market sources of funds ordinarily will be charged, but
in no case will the rate charged be less than the basic discount rate plus 30 basis
points. The flexible rate is re-established on the first business day of each
two-week reserve maintenance period. At the discretion of the Federal Reserve
Bank, the time period for which the basic discount rate is applied may be
shortened.

4, For earlier data, see the following publications of the Board of Governors:
Banking and Monetary Statistics, 1914-1941, and 1941-1970; Annual Statistical
Digest, 1970-1979.

In 1980 and 1981, the Federal Reserve apﬁlied a_surcharge to short-term
adjustment credit borrowings by institutions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in 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 S, 1981. The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12, 1981. As of Oct. 1, 1981 the
formuia for apﬁlying 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

Depository institution requirements
after implementation of the
Tyj&e of deposit, %nd Monetary Control Act
eposit interval
Percent of .
deposits Effective date
Net transaction accounts®*
$0 million=840.5 MIION. . . ...ttt e e e e e e 3 12/30/86
More than $40.5 MILlION .. ... ov e e e e e e 12 12/30/86
Nonpersonal time depo:il:s
By original maturity
Less than 1M YEars .....vvuvsieniiriiieiiiieniari it iiiaiienases O 3 10/6/86
BT IR L 11147 N 0 10/6/83
Eurocurrency liabilities
Al Y PES . vttt it e e e e e e e e 3 11/13/80

1. Reserve requirements in effect on Dec. 31, 1987. Required reserves must be
held in the form of deposits with Federal Reserve Banks or vault cash.
No bers may maintain reserve bal with a Federal Reserve Bank
indirectly on a pass-through basis with certain approved institutions, For previous
reserve requirements, see earlier editions of the Annual Report and of the
FEDERAL RESERVE BULLETIN, Under provisions of the Monetary Control Act,
depository institutions include commercial banks, mutual savings banks, savings
and loan associations, credit unions, agencies and branches of foreign banks, and
Edge corporations.

2. The Garn-St Germain Depository Institutions Act of 1982 (Public Law
97-320) requires that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the succeeding calendar year by 80 percent of the percentage
increase in the total reservable liabilities of all depository institutions, measured
on an annual basis as of June 30. No corresponding adjustment is to be made in
the event of a decrease. On Dec. 29, 1987, the exemption was raised from $2.9
million to $3.2 million. In determining the reserve requirements of depository
institutions, the exemption shall apply in the following order: (1) net NOW
accounts (NOW accounts less allowable deductions); (2) net other transaction
accounts; and (3) nonpersonal time deposits or Eurocurrency liabilities starting

with those with the highest reserve ratio. With respect to NOW accounts and
other transaction accounts, the exemption applies only to such accounts that
would be subject to a 3 percent reserve requirement.

3. Transaction accounts include all deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transfers in excess of
three per month for the purpose of making payments to third persons or others.
However, MMDAs and similar accounts subject to the rules that permit no more
than six preauthorized, automatic, or other transfers per month, of which no more
than three can be checks, are not transaction accounts (such accounts are savings
deposits subject to time deposit reserve requirements).

4. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions, determined as of June 30 each year. Effective Dec. 29,
1987, the amount was increased from $36.7 million to $40.5 million.

5. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation D.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS!
Millions of dollars
1987
Type of transaction 1984 1985 1986
Mar, Apr. May June July Aug. Sept.
U.S. TREASURY SECURITIES
Qutright transactions (excluding matched
transactions)
Treasury bills
1 Grosspurchases...............ooooviiiinnn 20,036 22,214 22,602 1,062 4,226 1,697 575 575 499 4,528
2 Grosssales............... 8,557 4,118 2,502 0 653 0 2 912 0 0
3 Exchange.................. 0 0 0 0 0 0 0 0 0 0
4 Redemptions 7,700 3,500 1,000 0 0 0 0 4,512 0 3,657
Others within 1 year
S Gross purchases ..........cooieviiiiiein, 1,126 1,349 190 0 1,232 0 535 0 0 443
6 Grosssales............... 0 0 0 0 0 0 0 0 0 300
7 Maturity shift 16,354 19,763 18,673 1,762 1,375 4,063 1,715 1,437 2,723 1,500
8 Exchange................ -20,840 | 17,717 | -20,179 [ ~1,799 -522 | -1,336{ -1812 -613 | —1,787 -917
9  Redemptions 0 0 0 0 0 0 0 0 *
1to 5 years
10 Gross purchases 1,638 2,185 893 0 3,642 0 1,394 0 5 2,551
11 Gross sales.,............. 0 0 0 0 0 0 0 200 (] 0
12 Maturity shift............. -13,709 | —17,459 { -17,058 | —1,762 -1,373 -1,804 | -1,715 -1,397 -2,122 ~1,500
13 Exchange.............cooiiiviiiiiiiinns 16,039 13,853 16,984 1,799 522 L 1,812 613 1,612 917
5 to 10 years
14 Grosspurchases ... 536 458 236 0 914 0 312 0 0 619
15 Gross sales, 300 100 0 0 0 0 0 0 0 0
16 Maturity shift. -2,371| -1,857| -1,620 0 -3 -2259 0 —-40 —-601 0
17 Exchange............ccooiviiiiiiiinniinns 2,750 2,184 2,050 0 0 150 0 0 100 0
Over 10 years
18 Grosspurchases ...............coiiieiins 441 293 158 0 669 0 251 0 0 493
19 Grosssales,................ 0 0 1] 0 0 0 0 0 0 0
20 Maturity shift........... Ve —275 —447 0 0 0 0 0 0 0 0
21 Exchange .............o.oiiiiiiiiii 2,052 1,679 1,150 0 0 75 0 0 75 0
All maturities
22 Gross purchases ..o 23,776 | 26,499 | 24,078 1,062 | 10,683 1,697 3,066 575 504 8,633
23 Grosssales .............oo.nne 8,857 4,218 2,502 0 653 22 1,112 0 300
24 Redemptions 7,700 3,5 1,000 0 0 0 0 4,572 0 3,657
Maiched transactions
25 Gross $ales .....vviiiiii i 808,986 | 866,175 | 927,997 72,306 83,822 91,642 87,228 80,304 60,731 61,321
26 Gross purchases ... 810,432 | 865,968 | 927,247 73,476 82,494 92,137 87,128 80,037 62,594 61,347
Repurchase agreemenuz
27 Gross purchases .............oociiiii. 127,933 134,253 170,431 5,657 37,653 59,340 24,167 3,298 9,013 34,080
28 Grosssales ..o 127,690 | 132,351 | 160,268 5,657 23,881 73,111 | 22,108 2,058 12,311 34,080
29 Net change in U.S. government securities ....... 8,908 | 20,477 | 29,989 2,231 | 22,474 | -11,580 5,002 | —4,136 -931 4,702
FEDERAL AGENCY OBLIGATIONS
Outright transactions .
30 Gross purchases 0 ] 1] 0 0 0 0 0 0
31 Grosssales ...............oooen 1] 0 0 0 0 \] 0 0 0 0
32 Redemptions ........ovuvviniiininiiienninn, 256 162 398 [\] 37 * 59 [\] 0
Repurchase agreements®
33 Gross purchases ... 11,509 22,183 31,142 897 9,265 16,071 3,907 929 2,369 7,174
34 Gross Sales ........iiiiiriiiiir e 11,328 20,877 30,522 897 5,908 19,428 2,910 996 3,208 7,174
35 Net change in federal agency obligations ........ ~76 1,144 222 0 3,320 —-3,357 997 -126 -929 0
BANKERS ACCEPTANCES
36 Repurchase agreements, net.................... —418 0 0 0 0 0 0 0 [\] 0
37 Total net change in System Open Market
Account. ... 8,414 21,621 30,211 2,231 25,794 | —14,936 5,999 —4,262 -1,861 4,702

1. Sales, redemptions, and negative figures reduce holdings of the System Open
Market Account; all other figures increase such holdings. Details may not add to

totals because of rounding.

acceptances in repurchase agreements,

2. In July 1984 the Open Market Trading Desk discontinued accepting bankers



Al10 Domestic Financial Statistics [J January 1988

1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements®
Millions of dollars

Wednesday End of month
Account 1987 1987
Sept. 30 Qct. 7 Oct. 14 Oct. 21 Oct. 28 Aug. Sept. Oct.
Consolidated condition statement
ASSETS
1 Gold certificate acCOUNt + .. ..vvvvviveiiiiieererniiies 11,075 11,085 11,086 11,085 11,085 11,068 11,075 11,085
2 Special drawing rights certificate account.............. 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018
3 GO st erete i ie e e 449 454 456 465 455 446 449 461
Loans
4 To depository institutions. ........coovieiiiii 1,941 1,382 929 3,160 753 566 1,941 587
L 6 1117 0 0 0 0 [} Q Q Q
6 Acceptances held under repurchase agreements ... .... 0 0 0 0 0 0 0 0
Federal agency obligations
7  Boughtoutright.......oooviuiiorriiiirarierarinnne 7,623 7,623 7,623 7,567 7,568 7,623 7,623 7,567
8 Helc? under repurchase agreements.................. 0 0 0 1,139 4,078 0 0 2,916
U.S. Treasury securities
Bought outright
9 Bﬁls ........................................... 105,785 104,786 105,938 103,752 104,998 104,888 105,785 102,863
10 NOTES. o v etseeec e ee s s rn i eanss 78,544 78,544 78,544 78,844 78,844 75,252 78,544 78,844
11 Bonds ............. D L EETTPEPERT PP 27,612 27,612 27,612 27,612 27,611 27,098 27,612 27,612
12 Total bought outright® ...l 211,941 210,942 212,094 210,208 211,453 207,238 211,941 209,319
13 Held under repurchase agreements.................. 0 1] 3,596 8,254 0 8,295
14 Total U.S. Treasury SECUMLIES. .. v vvvvrnvnirennireins 211,941 210,942 212,094 213,804 219,707 207,238 211,941 217,614
15 Total loans and securities.....................cooiuns 221,505 219,947 220,646 225,670 232,106 215,427 221,508 228,684
16 Items in process of collection ..............covnes . 6,287 7,758 11,716 7,777 7.870 5,025 7,532 7,197
17 Bank premises................ . 688 693 696 696 694 686 688 698
Other assets
18 Denominsued in foreign currencies® ................. 8,038 8,044 8,059 8,065 8,071 8,244 8,038 8,268
19 Allother® . ... i 8,344 7,947 7,997 7,888 8,374 6,822 8,344 8,637
20 Total @SSELS. . ...\ ovuerevin it 261,404 260,946 265,674 266,664 273,673 252,736 262,649 270,048
L1ABILITIES
21 Federal ReSEIvVe NOES. . ... vvveiinvenreiniernsiis 199,680 201,089 202,422 201,943 202,292 199,424 199,680 202,712
Deposits
22 To depository institutions............coovevninn.., 39,027 43,043 42,497 36,149 43,379 37,491 39,027 43,187
23 U.S, Treasury—General account ................... 9,120 2,816 3,745 14,323 14,324 3,763 9,120 8,898
24  Foreign—Official accounts................ovenennt, 456 220 200 221 301 295 456 236
B S T T 419 372 348 309 37 284 419 477
26 Total deposits. ........covveriiiiiiiiiiiiiiiiiiii, 49,022 46,451 46,790 51,002 58,375 41,833 49,022 52,798
27 Deferred credit items.......... RPN oo 6,039 6,458 9,578 6,643 5,839 4,515 7,284 6,588
28 Other liabilities and accrued dividends................ 2,386 2,626 2,540 2,725 2,807 2,280 2,386 3,134
29 Total llabilitles. ............ccoviviviiiiiiiiinnin, 257,127 256,624 261,330 262,313 269,313 248,052 258,372 265,232
CAPITAL ACCOUNTS
30 Capital paid in e e s 2,009 2,009 2,012 2,015 2,017 1,984 2,009 2,019
31 Surplus . ...l . 1,873 1,873 1,873 1,873 1,873 1,874 1,873 1,873
32 Other capital account FE 395 440 459 463 470 826 395 924
33 Total liabilities and capital accounts ................... 261,404 260,946 265,674 266,664 273,673 252,736 262,649 270,048
34 MEMoO: Marketable U.S. Treasury securities held in
custody for foreign and international account ......... 182,078 187,437 189,376 188,315 188,156 183,931 182,078 188,247
Federal Reserve note statement
35 Federal Reserve notes outstanding issued to bank ...... 252,932 253,305 253,419 253,470 253,666 250,354 252,932 253,538
36 Less: Heldby bank .............oooiiiiiiiinnt, 53,252 52,216 50,995 51,527 51,374 50,930 53,252 50,826
37 Federal Reserve notes, net. .. 199,680 201,089 202,422 201,943 202,292 199,424 199,680 202,712
Collateral held against notes net:
38 Gold certificate 8CCOUNt ... .. .vuvviiiiaierineeis 11,075 11,085 11,086 11,085 11,085 11,068 11,075 11,085
39  Special drawing rights certificate account............ 5,018 5,018 5,018 5,018 5,018 5,018 5,018 5,018
40  Other eligible assets........... e 0 0 0 0 0 0 0 0
41  U.S. Treasury and agency Securities ................ 183,587 184,986 186,318 185,840 186,189 183,338 183,587 186,609
42 Total collateral. .........covvvivrrneiisiieierneriinin, 199,680 201,089 202,422 201,943 202,292 199,424 199,680 202,712
1. Some of these data also appear in the Board's H.4.1 (503) release. For 4. Includes special investment account at the Federal Reserve Bank of Chicago
address, see inside front cover. - in Treasury bills maturing within 90 days.
2. Includes securities loaned—fully guaranteed by U.S. Treasury securities 5. Includes exchange-translation account reflecting the monthly revaluation at
pledged with Federal Reserve Banks—and excludes securities sold and scheduled market exchange rates of foreign-exchange commitments.

to be bought back under matched sale-purchase transactions.
3. Valued monthly at market exchange rates.
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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 1987 1987

Sept. 30 Oct. 7 Oct. 14 Oct. 21 Oct. 28 Aug. 31 Sept. 30 Oct. 30
1 Loans—Total. ... 1,941 1,382 929 3,160 753 566 1,941 587
2 Within15days ........... 1,878 1,282 836 3,122 718 466 1,878 525
3 16 days to 90 days 61 98 93 38 38 100 61 62
4 9ldaystolyear ..........veininiiiiiiiins 2 2 i} [ 0 [ 2 0
S Acceptances—Total ...l 0 0 0 0 [ 0 0 0
6 Within1Sdays ........... 0 0 0 0 0 0 0 0
7 16 days to 90 days 0 0 0 0 0 0 0 0
8 9ldaystolyear ..........cviviiriiiiiiiiiiins 0 0 0 0 0 0 0 0
9 U.S. Treasury sei:umles—Total .................... 211,941 210,942 212,094 213,804 219,707 207,238 211,941 217,614
10  Within15days............... 12,767 ,861 10,594 13,269 19,528 8,671 12,767 13,609
11 16daysto80days............ 49,795 52,544 50,961 49,702 51,179 53,685 49,795 51,679
12 9ldaystolyear ............. 67,296 68,454 68,456 68,727 66,894 65,878 67,296 70,220
13 Over1lyearto 5 years......... 42,435 42,435 42,435 42,513 42,513 40,467 42,435 42,513
14 Over 5 years to 10 years....... 14,819 14,819 14,819 14,764 14,764 14,201 14,819 14,764
15 OverlOyears ........ooiviviiiiiinnniieniniinas 24,829 24,829 24,829 24,829 24,829 24,336 24,829 24,829
16 Federal agency oPhgallons—Total .................. 7,623 7,623 7,623 8,706 11,646 7,623 7,623 10,483
17 Within15days'............oooiiiin 359 145 101 1,324 4,218 315 359 3,056
18 16 days to 90 days . 602 751 746 606 757 726 602 757
19 91 daystolyear ... 1,446 1,511 1,476 1,546 1,474 1,353 1,446 1,474
20 Over 1 year to 5 years. . 3,615 3,615 3,673 3,603 3,574 3,663 3,615 3,574
21 Over 5 years to 10 years ....... . 1,321 1,371 1,396 1,411 1,407 1,286 1,321 1,407
22 Overl0years .........c.veviiiiniininiaiiiiainns 280 230 231 216 216 280 280 215

1. Holdings under repurchase agreements are classified as maturing within 15 days in accordance with maximum maturity of the agreements.
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1.20 AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE

Billions of dollars, averages of daily figures

983 1984 1986 1987
1
Item Dec. | Dec. Dec.
Mar, | Apr. May | June July Aug. | Sept. | Oct.
Seasonally adjusted
ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS®
1 Total Peserves? . ... ....oouerennieeneneecererainnins 3611 3991 | 46.06 | 56.17 | 56.85 | 57.95| S8.35| 57.71 | 57.60 | 57.88 ( 57.83 | 58.49
2 Nonborrowed reserves ..........oovveeuryenns 3533 3672 | 4.74 | 5534 | 5632 | 5696 | 5732 5693 5693 | 57.23 | 56.89 | 57.54
3 Nonborrowed reserves plus extended credit”. ... ...| 3533] 3933 | 4524 ) S5.64 | $6.59 | 57.23 | 57.60| S57.20f 57.12 | 57.36 | 57.29"| 57.99
4 Required FeSeryes........ovvvvinrvrrecronnroensones 35.55| 39.06| 4500 54.80 ) 5594 | S7.13 | 57,27 | 56.52| 56.84 | 56.84 | 57.03 | 57.37
S Monetary base®. ... i 185.23 | 199.60 1 217.32 ] 239,51 | 244.56 | 246.59 | 248.37 | 248.48 | 249.46 | 250.80 | 251.85" | 254.34
Not seasonally adjusted
6 Total FeServes? . .. ... ... .uverereeeeenieiniennnnenne 3681 | 40.94| 47.24 | 57.64 | 56.07 | 5837 | 57.30| 5763 | 57.74 | 57.39( 57.50 | 58.03
7 Nonborrowed reserves ..........c.oouons e 36.04 | 37.75 56.81 | 55.54 | 57.38 | 56.26 | 56.85| 57.07 | 56.74 | 56.56 | S57.08
8 Nonborrowed reserves plus extended credit 36,04 | 40.35| 46.42| 57.11 | 5580 ] 57.65| 56.55| 57.12| 57.27 | 56.88 | $56.96'( 57.53
9 Required reSeryes. ........cvovivvenorvrvansenrvennas 36251 40.08 | 46.18  56.27 | S55.15] 57.54 | 5622 | 56.43 | 56.98 | 56.36 | $6.70 [ 56.91
10 Monetary base*...........c.cooiiiiiiiiiiiiin i .| 188.50 | 202,70 | 220.82 | 243.63 | 241.92 | 246.07 | 246.83 | 249.29 | 251.42 | 251.42 | 251.60" | 253.28
NOT ADJUSTED FOR . . .
CHANGES IN RESERVE REQUIREMENTS?®
11 Total FeBerVeBZ. . ..\ .\ ettt eireeee e 38.89 | 40.70 | 48.14 | 59.56 | 87.06 | 59.39( 58,34 | 58.78 | 58.84 | 58.36 [ 59.81" 61.10
12 Nonborrowed reserves .......oo.vveveiesgereiionenss 3812 37.51| 46.82 | 58.73 | 56.53 | 5840 | 57.30 | 58.01 | 58.17 | 57.71 | 58.87"| 60.15
13 Nonborrowed reserves plus exten 38.12 | 40.09 K 59.04 | 56.82 | 58,19 | 58.03 | 5B.34 | 5837 | S57.76 | S8.85 | 6l.21
14 Required reseryes 38.33 | 3984 | 47.08) 58.19| S56.15| 58.57 | 57.26 | 57.59 | 58.08 | 57.33 [ 59.02 | 59.98
15 Monetary base®. .............oiiiiie e 192.26 | 204.18 247.71 | 244.98 | 249.24 | 249.94 | 252.54 | 254.67 | 254.36 | 255.69 | 258.07

. 1, Figures incorpgra&e adjustments for discontinuities associatedkwith the

of vault cash holdings of thrift institutions that is included in the currency

p ation of the y Contro! Act and other regulatory ges to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for
di inuities in the y base, required clearing balances and adjustments
to compensate for float also are subtracted from the actual series.

p of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applied to satisfy
current reserve requirements. After the introduction of contemporaneous reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

Before C R, all components of the monetary base other than excess reserves

2. Total reserves not adjusted for di inuities consist of reserve bal;

d as a whole, rather than by component, and excess

with Federal Reserve Banks, which exclude required clearing balances and
adjustments to comgensate for float, plus vault cash held during the lagged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal 10 required reserves during the
maintenance period at institutions having no required reserve balances.

3. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal! with sustained liquidity pressures, Because there is
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves. .

4. The y base not adjusted for discontinuities consists of total reserves
lus required clearing balances and adjustments to compensate for float at Federal
eserve Banks and the currency component of the money stock less the amount

are y

reserves are added on a not seasonn]ly adjusted basis. After CRR, the seasonally
dj d series ists of fly adjusted total reserves, which include

excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted

currency component of the money stock and the r ining items Ity

adjusted as a whole,

5. Reflects actual reserve requirements, including those on nondeposit liabili-
ties, with no adjustments to eliminate the effects of discontinuities associated with
impl ion of the y Control Act or other regulatory changes to
reserve requirements.

NotE. Latest monthly and biweekly figures are available from the Board’s
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of 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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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures

1983 1984 1985 986 7
1 1
Item Dec. Dec. Dec. Dec.
June July” Aug.” Sept.”
Seasonally adjusted
526.9 557.5 627.0 730.5 747.6 751.1 751.3 760.7
2,184.6 2,369.1 2,569.5 2,801.2 2,848.0 2,863.4 2,876.9 2,893.3
2,692.8 2,985.4 3,205.2 3,492,2" 3,585.5 3,608.5 3,626.5 3,650.3
3,154.6 3,528.1 3,837.6 4,139.9 4,223,7 4,251.6 4,282.3 n.a.
5,195.5 5,932.9 6,746.9 7,601.6" 7,956.6 010.6 8,073.2 n.a.
M1 componzents
6 Currency*...... T TR RSP R PT PR 148.3 158.5 170.6 183.5 192.1 193.2 194.5 196.2
7 Travclers checks’ . Ceas 4.9 5.2 5.9 6.4 6.8 6.9 7.0 7.0
8 Demand deposns“ 2423 248.3 2722 308.3 296.2 296.4 294.1 300.4
9 Other checkable deposits’® 1314 145.5 1783 232.2 252.6 254.6 255.6 257.2
Nontrangactlous components
10 InM2° .. 1,657.7 1,811.5 1,942.5 2,070.7 2,100.4 2,112.4 2,125.6 2,132.6
11 In M3 only ...................................... 508.2 616.3 635.7 691.0" 737.5 745.1 749.6 757.0
Savings depositsE
12 Commercial Banks 133.2 122.2 124.6 154.5 176.6 178.0 178.0 177.5
13 Thrift institutions 173.0 166.6 179.0 211.8 240.1 241.8 241.3 239.3
Small denomination time deposits®
14  Commercial Banks ., . 350.9 386.6 383.9 364.7 363.4 365.4 367.3 373.0
15 Thrift institutions . .................. 4329 498.6 500.3 488.7 495.1 500.1 504.3 509.7
Money market mutual funds
16  General purpose and broker/dealer.................. 138.2 167.5 176.5 207.6 209.8 212.8 216.5 219.3
17 Institution-only .....oooviiiiiiiii i 43.2 62.7 65.1 84.1 83.4 83.4 80.7 81.6
Large denomination ¢, Hne deposits'®
18 Commercial Banks™ ... 230.0 269.6 284.1 291.8 313.7 313.7 313.6 317.1
19 Thrift institutions ............oociii 96.2 147.3 152.1 155.3 151.4 153.1 155.3 159.1
Debt components
20 Federaldebt.............ocooviivniiiiiiiiiiiinin, 1,170.8 1,365.3 1,584.3 1,803.9 1,888.6 1,902.5 1,912.9 n.a.
21  Nonfederaldebt ..............cocoviiiiiiiiii 4,024.6 4,567.6 5,162.6 5,797.8" 6,068.0 6,108.1 6,160.3 n.a.
Not seasonally adjusted
538.3 570.3 641.0 746.5 751.5 749.4 749.4 757.7
2,191.6 2,378.3 2,580.5 2,814.7 2,855.1 2,861.5 2,869.7 2,889.3
2,702.4 2,997.2 3,218.4 3,507.5 3,585.3 3,604.0 3,621.3 3,646.0
3,163.1 3,538.8 3,849.4 4,153.3" 4,223.9 4,248.2 4,277.1 n.a
5,189.7 5,927.1 6,740.7 7,594.9 7,933.1 7,98%.0 8,057.1 n.a

M1 componzents

27 CUITeNCY .. i ittt it iai e 150.6 160.8 173.1 186.2 193.8 194.1 194.3 195.9

28  Travelers checks . 4.6 4.9 5.5 6.0 7.7 7.9 7.6 7.0

29  Demand deposits®, . . 251.0 257.2 282.0 319.5 298.6 294.8 293.3 299.8

30  Other checkable depo ......................... 1322 147.4 180.4 235.0 251.4 252.6 254.3 255.0
Nontrsansacuons components

31 M2 1,653.3 1,808.0 1,939.5 2,068.2 2,103.6 2,112.1 2,120.2 2,131.6

32 M3 only7 ......................................... 510.8 618.9 637.9 692.8 730.2 742.5 751.6 756.7
Money market deposit accounts

33 Commercial Banks.............cooviii i 230.4 267.4 332.5 379.0 365.3 364.1 362.5 359.1

34 Thrift institutions . ... 148.5 150.0 180.7 192.4 182.9 179.6 176.8 173.6
Savings deposits®

35 Commercial Banks . .........coviiiiiiiiiiiiiin, 1322 121.4 123.9 153.8 178.4 178.2 171.9 178.3

36  Thrift institutions ............ooiiin i 1724 166.2 178.8 211.8 241.8 240.0 239.2 239.4
Small denomination time deposits’

37 Commercial Banks.........covviiviiiiiainiiiana, 3511 386.7 383.8 364.4 363.9 366.8 369.0 374.0

38  Thrift institutions ,........oooiiiiiiiiiii i 433.5 499.6 501.5 489.8 494.7 499.3 503.6 511.0
Money market mutual funds

39  General purpose and broker/dealer.................. 138.2 167.5 176.5 207.6 209.8 212.8 216.5 219.3

40 Institution-only ., ... ...t e 43.2 62.7 65.1 84.1 83.4 83.4 80.7 81.6
Large denomination tHne deposnts

41  Commercial Banks 231.6 271.2 285.6 293.2 310.4 313.1 314.9 318.3

42 Thrift institutions ............... 96.3 147.3 151.9 1549 150,7 153.2 155.7 159.5
Debt components

43 Federaldebt................cciiiiiiiiiiiiia 1,170.2 1,364.7 1,583.7 1,803.3 1,8724 1,887.4 1,899.9 n.a.

44 Nonfederaldebt ............coovvviiiiiiiiininin 4,019.5 4,562.4 5,156.9 5,791.6 6,060.7 6,101.6 6,157.2 n.a.

For notes see following page.
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NOTES TO TABLE 1.21

1. Composition of the money stock measures and debt is as follows:

M1: (1) currency 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.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and (4) other checkable deposits
(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD liabilities.

M2 M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by aﬁ commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S banks worldwide, MMDAs, savings and small-
denomination time deposits (time deposits—including retail RPs—in amouats of
less than $100,000), and balances in both taxable and tax-exempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keo%h balances at depository institutions and money market
funds. Also excludes all balances held by U.S. commercial banks, money market
funds (general purpose and broker/dealer), foreign governments and commercial
banks, and the U.S. government. Also subtracted s a consolidation adjustment
that represents the esti d t of d d deposits and vauit cash held by
thrift institutions to service their time and savings deposits.

M3: M2 plus large-denomination time deposits and term RP liabilities (in
amounts of $100,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S, banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted
is a consolidation adjustment tﬁat represents the estimated amount of overnight
RPs and Eurodollars held by institution-only money market mutual funds.

L: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
Treasury securities, commercial paper and bankers acceptances, net of money
market mutual fund holdings of these assets.

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages.

2. Currency outside the U.S, Treasury, Federal Reserve Banks, and, vaults of
commercial banks. Excludes the estimated amount of vauit cash held by thrift
institutions to service their OCD liabilities.

3. Outstanding amount of U.S. dollar-denominated travelers checks of
nonbank issuers, Travelers checks issued by depository institutions are included
in demand deposits.

4, Demand deposits at commercial banks and foreign-related institutions other
than those due to domestic banks, the U.S. government, and foreign banks and
official institutions less cash items in the process of collection and Federal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial banks by thrift institutions to service their OCD liabilities.

5. Consists of NOW and ATS balances at all depository institutions, credit
union share draft balances, and demand deposits at thrift institutions. Other
checkable deposits seasonally adjusted equals the difference between the season-
ally adjusted sum of demand deposits ptus OCD and seasonally adjusted demand
deposits. Included are all ceiling free “Super NOWs,"” authorized by the
]1)9e8%osilory Institutions Deregulation committee to be offered beginning Jan. 5,

6. Sum of overnight RPs and overnight Eurodollars, money market fund
balances (general purpose and broker/dealer), MMDAs, and savings and small
time deposits, less the consolidation adjustment that represents the estimated
amount of demand deposits and vault cash held by thrift institutions to service
their time and savings deposits liabilities.

.7. Sum of large time deposits, term RPs, and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less a consolidation
adjustment that represents the estimated amount of overnight RPs and Eurodol-
lars held by institution-only money market funds.

8. Savin%s deposits exclude MMDAs.

9. Smnall-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
fi(cogl_\ accounts at commercial banks and thrifis are subtracted from small time

eposits.

10. Large-denomination time deposits are those issued in amounts of $100,000
or more, excluding those booked at internationa} banking facilities.

rge-d ination time deposits at cial banks less those held by
money market mutual funds, depository institutions, and foreign banks and
official institutions.

NoTe: Latest monthly and weekly figures are available from the Board's H.6
(508) release. Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551,




1.22 BANK DEBITS AND DEPOSIT TURNOVER'

Monetary and Credit Aggregates AlS

Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.

1987
Bank group, or type of customer 198427 19852 1986%"
Mar.” Apr.” May” June' July Aug.
DEBITS TO Seasonally adjusted

Demand deposits®
1 Allinsured banks...........c..ovvvnns 131,463.1 156,091.6 188,345.9 { 217,241.7 ( 217,788.4 | 217,393.9 | 212,421.0 | 219,492.2 | 221,7259
2 Major New York City banks............ 57,327.3 70,585.8 91,397.6 | 106,103.9 105,174.7 107,719.8 103,031.9 106,415.1 109,060.6
3 Other banks...... FERTEEITRRTTSERISIR 74,135.9 85,505.9 96,948.3 111,137.8 112,613.7 109,674.0 | 109,389.1 113,077.1 112,665.3
4 ATS-NOW accosums .................... 1,549.1 1,823.5 2,182.5 2,297.8 2,384.3 2,310.5 2,417.4 2,498.7 2,333.3
5 Savings deposits”......,.. e 414.7 384.9 498.4 508.1 488.5 565.7 5482 518.9

DEPOSIT TURNOVER

Demand deposits®
6 Allinsuredbanks...................... 441.0 500.3 615.5 607.0 598.4 601.6 628.6 623.3
7  Major New York City banks............ 1,837.2 2,196.9 2,497.8 2,766.0 2,670.0 2,627.8 2,673.2 2,836.0 2,718.8
8  Other banks...... G 277.8 305.7 . 3533 352.6 340.3 347.8 362.8 357.0
9 ATS-NOW accopnts’. ... 15.3 15.8 13.5 13.8 13.3 13.9 14.3 13.2
10 Savings deposits’ . .. ......oviiiiiiini.ts 33 32 3.0 3.0 L 2.8 33 31 3.0

DesITs TQ Not seasonally adjusted

Demand deposits®
11 All insured banks. . 131,450.6 | 156,052.3 188 222,225.4 | 228,142.6 | 208,310.0 | 221,038.4 | 228,764.2 | 214,145.9
12 Major New York C 57,282.4 70,559.3 91 108,971.4 111,399.6 | 101,203.2 106,171.3 111,157.7 103,822.8
13 Other banks,..... FERRRTRETE 74,164.2 85,493.1 97 113,254.1 116,743.5 107,106.7 114,867.0 | 117,606.5 110,323.1
14 ATS-NOW accounts®........... 1,552.2 1,826.4 2 2,269.8 2,564. 2,262.9 ,466. 2,466.0 2,226.4
15 MMDA®, ....,. g 862.3 1,223.9 1 ,800.1 2,175.9 1,851.2 1,987.9 2,002.7 1,752.7
16 Savings deposits”.. ... TN 415.2 385.3 479.1 563.3 483.7 565. 576.5 524.2

DEPOSIT TURNOVER

Demand deposits®
17 Allinsured banks.................. ... 441.1 499.9 X 643.2 634.8 584.0 625.0 651,7 612.5
18  Major New York City banks............ 1,838.6 2,196.3 2,499.1 2,813.0 2,825.8 2,556.8 2,801.5 2,928.4 2,721.9
19  Other banks...... FEER R TR R PR PP 2719 305.6 . 369.2 364.9 1378 363.8 375.7 354.2
20 ATS—N?W ACCOUMES . . vvnt i inirinann, 15.4 15.8 1 133 14.4 13.2 14.3 14.3 12.8
20 MMDA®. ... 35 4.0 4.8 58 5.1 5.4 5.5 4.8
22 Savings deposits® .. ... . L 13 3.2 2.9 33 2.8 33 13 3.0

1. These series have been revised to reflect new benchmark adjustments and
revised seasonal factors as well as some revisions of reported data. Historical
tables containing revised data for earlier periods may be obtained from the
Banking Section, Division of Monetary Affairs, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.

These data also appear on the Board's G.6 (406) release. For address, see inside
front cover,

2. Annual averages of monthly figures.

3. Represents accounts of individuals, partnerships, and cotporations and of
states and political subdivisions.

4. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data are
available beginning December 1978.

5. Exciudes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs.

6. Money market deposit accounts.
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1.23 LOANS AND SECURITIES All Commercial Banks!

Billions of dollars; averages of Wednesday figures

1986 1987
Category
Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug. Sept. Oct.
Seasonally adjusted
1 Total loans and securities®...... .. 2,063.5 | 2,089.8 | 2,118.3 | 2,119.7 | 2,126.2 | 2,147.3 | 2,160.6 | 2,167.1 2,169.5 { 2,189.0 | 2,206.7 2,225.8
2 U.S. government securities ...... 304.1 309.9 316.3 315.2 314.3 315.8 320.1 316.9 319.8 328.6 3317 332.3
3 Other securities. . ......vovvnn.. 197.9 196.9 190.2 193.3 195.5 197.2 197.6 198.5 196.9 194.9 194.6" 194.2
4 Total loans and leases’ .......... 1,561.5 | 1,583.0 | 1,611.8 | 1,610.7 | 1,616.4 | 1,634.3 | 1,6429 | 1,651.7 | 1,652.8 | 1,665.5 | 1,680.4 | 1,699.3
5  Commercial and industrial . g 525.7 541.4 554.1 553.8 551.7 553.9 5559 558.0 555.5 555.6 560.5" 565.7
6 Bankers acceptances held’ ... 6.4 6.4 6.8 6.8 6.2 6.5 6.8 6.8 6.7 7.5 7.5" 7.7
7 Other commercial and
industrial . ... ........... 519.2 535.0 547.2 546.9 545.5 547.4 549.0 551.2 548.9 548.1 553.1 558.0
8 U.S. addressees”. ... 510.7 525.7 537.8 5319 536.9 539.0 540.9 542.8 540.6 540.0 545.07 550.0
9 Non-U.S. addressees? ... | 8.5 9.3 9.4 9.0 8.6 8.4 8.1 8.4 8.3 8.1 8.1 7.9
10 Realestate................... 479.6 489.0 499.2 504.0 511.0 517.9 526.3 5372 544.1 551.3 556.2 564.3
11 Individual.. 312.6 314.2 314.9 3152 315.7 316.6 316.7 314.5 314.6 316.9 318.9 320.4
120 Security .....ovevirieiieiins 40.1 38.7 37.7 38.5 38.3 43.6 4.0 422 41,7 44.0 45.0 45.4
13 Nonbank financial
institutions ............... 349 352 35.7 34.7 35.0 35.4 35.4 339 31.9 30.9 30.8" 31.5
14 Agricultural ...l 32.2 31.8 314 30.8 30.0 29.8 29.9 299 30.0 30.2 30.2 30.4
15  State and political
subdivisions .. ...... ... 58.7 57.9 57.8 57.2 57.0 56.0 55.2 54,4 53.2 52.6 52.5 52.6
16 Foreignbanks............ 10.0 10.4 10.6 10.3 9.7 9.9 9.9 10.3 9.4 9.5 9.8 1.1
17 Foreign official institutions. 5.9 5.8 5.9 6.1 6.7 6.7 5.8 53 5.2 5.1 5.1 5.5
18  Lease financing receivables 22.0 222 2.1 222 2.3 226 229 231 23.2 23.3 23.8 238
19  Allotherloans................ 39.9 36.4 42.4 38.0 8.9 41.9 431 29 44.0 46.1 47.6 48.7
Not seasonally adjusted
20 Total loans and securitles®. . ... ... 2,064.2 | 2,105.2 | 2,123.7 | 2,121.6 | 2,127.8 | 2,148.4 | 2,157.9 | 2,166.8 | 2,164.5 | 2,180.5 | 2,204.2" | 2,216.1
21 U.S. government securities ...... 303.2 308.3 314.6 318.9 317.2 3177 319.7 317.4 210 7.5 304 328.4
22 Other securities. ............ . 198.3 198.1 193.7 194.1 194.4 195.2 196.8 197.1 194.8 195.3 195.5 194.8
23 Total loans and leases? .......... 1,562.6 | 1,598.7 | 1,6154 | 1,608.6 | 1,616.2 | 1,635.4 | 1,641.4 | 1,652.4 | 1,648.7 | 1,657.7 { 1,678.2" | 1,692.9
24 Commercial and industrial .,... | 525.2 544.3 552.4 551.7 554.5 556.5 557.5 559.1 554.6 552.7 559.3 563.0
25 Bankers acceptances held”. .. 6.6 6.7 6.7 6.7 6.2 6.4 6.7 6.9 6.8 7.4 7.6" 7.5
26 Other commercial and
industrial . .......... ... 518.5 537.6 545.8 545.0 548.3 550.0 550.8 552.3 547.8 545.3 §51.7" 555.5
27 U.S. addressces®. . . e 509.5 528.8 537.1 536.3 539.9 541.6 542.5 543.7 539.0 536.8 5433 547.2
28 Non-U.S. addressees® ....... 9.1 8.8 8.7 8.7 8.4 8.4 8.3 8.6 8.8 8.5 8.4 8.3
29 Realestate................... 480.7 489.9 499.3 503.1 509.8 516.7 525.4 536.8 544.3 551.5 5573 565.3
30 Individual.................... 313.7 317.8 317.9 314.7 313.3 314.4 314.8 313.2 313.5 316.7 319.8 321.4
31 Security ....iiiiiiiiiiii, 40.4 41.0 39.4 37.5 38.6 45.1 42,0 43.0 40.9 41.5 43.4 43.8
32 Nonbank financial
institutions ............... 35.4 36.3 35.7 33.8 3.8 34.8 34.9 33.9 319 311 31.5" 317
33 Agricultural ...l 32.3 k)] 30.7 29.9 9.1 29.1 29.7 30.3 30.7 31.0 311 31.1
34  State and political
subdivisions 58.7 51.9 57.8 571.2 7.0 56.0 55.2 54.4 53.2 52.6 52.5" 52.6
35 Forelgn banks ... o 10.1 10.9 10.7 10.5 9.7 9.5 9.6 10.0 9.4 9.3 10.0 11.1
36  Foreign official institutions. 5.9 5.8 5.9 6.1 6.7 6.7 5.8 5.3 5.2 5.1 5.1 5.5
37  Lease financing receivables ... . 218 22 224 0.4 2.5 22,7 229 232 23.1 23.2 23.6 23.5
38 Allotherloans................ 38.5 41.2 43.1 41.5 41.2 43.9 43.6 43.2 42.0 42.9 44.6" 43,9
1. These data also appear in the Board’s G.7 (407) release. Includes nonfi ial cc cial paper held.

2. Excludes loans to commercial banks in the United States.

4. United Statés includes the 50 statcs and the District of Columbia.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS?!
Monthly averages, billions of dollars
1986 1987
Source
Nov Dec. Jan, Feb. Mar, Apr. May June July” Aug. Sept. Oct,
Total nondeposit fund§
1 Seasonally adjusted” ..... 145.3 146.5 15527 | 159.6 164.1 160.9" | 169.6" | 165.8" 158.8 165.6" 1 176.9" 175.8
2 Not seasonally adjusted 146.9 146.6 15477 | 162.3 166.5 161.0" [ 170.4" | 163.07 155.6 165.6" | 176.3" 174.8
Federal funds, RPs, and other
borrowings from nonbanks®
3 Seasonally adjusted ................o00n 167.2 165.5" 1 171.0 171.6 170.4 17137 [ 169.6 167.7 166.5 166.9° | 166.0" 165.4
4 Not seasonally adjusted ................... 168.77 | 165.7 170.5 1743 172.7 171.4 170.4 165.0 163.3 167.0" | 165.3" 164.5
5 Net balances due to foreign-related
institutions, not seasonally
adjusted ... -21.9 [ -19.0 | ~157 { —12.0 | -63 | —10.4 Oy -1y -78{ -13 10.9 10.4
MEMo
6 Domestically chartered banks’ net
Eositions with own foreign
ranches, not seasonaily
adjusted4 ............................... -28.7 [ -306 [ -26.1 | —-23.8 | -21.1 | -23.0 | —15.5 | —15.5 ~227-17.7 | -11.8 | —-14.7
7 Gross due from balances................... 70.8 73.3 7.5 68,3 66.0 70.5 68.5 67.1 66.4 64.5 64.3 68.1
8 Gross due to balances............. Ve 2.1 2.7 45.4 4.5 44.9 47.5 53.0 51.5 44.2 46.8 52.5 53.5
9 Foreign-related institutions’ net
positions with directly related
mstitutiosns. not seasonally
adjusted”. ... 6.9 11.5 10.4 11.8 14.8 12.6 15.5" 13.6" 14.5 16.4 2.7 25.0
10  Gross due from balances. N 68.8 70.9 75.1 eR 4 7.1 2.7 75.5" 77,2 77.2 7.5 77.1 79.6
11 Gross due to balances..................00s 75.6 82.5 85.5 84.7 85.9" 85.3 91.0 90.8 9.7 93.8 9.8 104.6
Security RP borrowings
12 Seasonally adjusted® .... 98.1 98.5 101.1 971.7 95.1 98.6 99.2 101.4" 102.5 105.27 | 108.6" 108.6
13 Not seasonalhy adjusted ...... 9.7 98.6 100.6 100.4 97.4 98.7 100.0 98.7 9.4 105.3" | 107.9" 107.7
U.S. Treasury demand balances’ .
14  Seasonally adjusted .............coo0ivninns 23.2 212 21.3 23.2 177 20.7 26.1 279 24.7 29.1 23.3 35.6
15  Not seasonally adjusted ..... groceene 153 19.2 27.5 28.6 17.1 21.6 30.8 25.5 26.6 21.6 25.5 30.7
Time deposits, $100,000 or more'
16  Seasonally adjusted .................o0o0he 3432 345.6 350.1 351.1 354.1 359.8 366.2 3729 371.8 370.9" | 370.5"{ 377.8
17 Not seasonally adjusted ................... 3439 347.0 351.3 353.2 356.4 357.2 364.8 369.8 368.6 370.2 37177 ) 379.0

1. Commercial banks are those in 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.

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
participations in pooled loans.
4, Averages of daily figures for member and nonmember banks.
5. Averages of daily data,

6. Based on daily average data reported by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at

commercial banks. Averages of daily data.

8. Averages of Wednesday figures.
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1.25

Billions of dollars

ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series’

1986 1987
Account
Dec. Jan Feb. Mar. Apr. May June July Aug. Sept.” Oct.
ArL COMMERCIAL BANKING
INSTITUTIONS?
1 Loans and securities .................. 2,314.3 | 2,284.8 | 2,279.4 | 2,279.2 | 2,306.2 | 2,318.9 | 2,313.4 | 2,324.3 | 2,342.2 | 2,368.8 | 2,215.2
2 Investment securities................ 479.6 482.2 484.7 486.2 492.5 495.4 493.2 497.7 501.7 502.6 480.4
3 U.S. government securities . ... 292.6 296.1 298.8 299.5 305.1 307.0 3034 308.2 312.7 3127 304.8
4 Other.........cooevnvennn, 187.0 186.1 185.9 186.7 187.5 188.4 189.8 189.4 189.0 189.9 175.6
S Trading account assets ........ 27.8 26.4 29.0 25.2 23.3 214 20.2 20.4 20.0 19.5 19.7
6 Totalloans................... 1,807.0 | 1,776.3 | 1,765.6 | 1,767.8 | 1,790.3 | 1,802.1 | 1,800.0 | 1,806.2 | 1,820.5 | 1,846.7 | 1,715.1
7 Interbank loans........... 168.9 160.1 156.7 154.3 151.8 160.4 150.9 157.5 162.5 158.3 133.1
8 Loans excluding interbank . 1,638.1 | 1,616.2 | 1,608.9 | 1,613.5 | 1,638.5 | 1,641.7 | 1,649.1 | 1,648.7 | 1,658.0 | 1,688.3 | 1,582.0
9 Commercial and industrial 568.2 551.1 551.5 555.3 555.5 558.2 558.0 551.8 551.6 564.6 4719
10 Real estate ... 497.5 499.9 503.5 510.7 519.0 527.4 539.1 547.3 552.7 559.1 566.7
11 Individual . . 320.4 317.0 314.7 313.1 315.2 314.8 312.6 314.5 317.2 321.0 322.5
12 Allother................... 252.0 248.3 239.2 2344 248.9 2413 239.5 2352 236.6 243.6 220.8
13 Total cash assets,..........o..ou vures 273.7 214.4 206.3 203.8 209.7 230.8 213.1 207.1 209.3 221.6 205.1
14  Reserves with Federal Reserve Banks. 41.2 334 284 31.1 29.8 379 33.8 328 37.6 333 36.5
15 Cashinvault..........c.oooovivinns 25.7 23.7 23.5 2.9 24.0 231 24.2 24.4 24.6 244 24.9
16  Cash items in process of collection ... 111.3 74.5 71.4 68.1 74.5 81.3 74.4 68.6 65.6 81.3 78.2
17  Demand balances at U.S. depository
INSHIULIONS ... vuv v e 43.3 34.0 33.0 32.7 339 7.2 3L1 31.6 314 2.6 31.1
18 Othercashassets ................... 52.3 48.8 50.1 49.0 47.5 49.3 49.7 49.6 50.0 50.0 34.4
19 Other assets. . oovveinenivervenonrens 224.8 2013 201.1 202.1 204.0 208.7 203.8 189.0 190.7 200.6 131.1
20 Total assets/total liabilities and capltal. ... [ 2,812.8 | 2,700.5 | 2,686.8 | 2,685.2 | 2,719.9 | 2,758.3 | 2,730.4 | 2,720.4 | 2,742.2 | 2,791.0 | 2,551.3
21 DEPOSIts « ..o everiiiiii i 1,898.3 | 1,895.5 | 1,899.6 | 1,919.5 | 1,939.1 | 1,923.4 | 1,924.6 | 1,926.4 | 1,968.4 | 1,905.3
22 Transaction deposits .......... .. 577.8 569.2 568.8 N 596.9 578.2 573.7 5726 610.7 587.8
23 Savings deposits.............. 532.3 535.9 539.7 535.1 538.6 535.0 536.0 535.2 5327 527.0
24 Time deposits ................ 788.2 790.3 791.2 793.6 803.6 810.1 814.9 818.6 825.0 790.5
25 BOrrowings. ......c..ooovviennuy 432.7 425.6 414.9 422.7 435.6 428.3 424.0 435.1 424.6 346.7
26 Other liabilities ................c... . 188.0 184.6 188.7 195.2 200.3 201.3 201.1 209.2 225.0 129.1
27 Residual (assets less liabilities) ......... 181.5 181.2 181.9 182.5 183.3 177.4 170.7 171.4 172.9 170.2
MEemo
28 U.S. government securities (including
trading account) .................. 308.4 314,5 320.1 316.7 318.9 320.6 315.8 3226 326.3 326.6 318.8
29 Other securities (including trading ac-
COUM) Lttt i iinennees 198.9 194.1 193.7 194.7 196.9 196.1 197.6 195.5 195.4 195.5 181.3
DomEesTICALLY CHARTERED
COMMERCIAL Banks?
30 Loans and securities .................. 2,154.4 | 2,136.7 | 2,130.3 | 2,121.7 | 2,146.9 | 2,156.2 | 2,151.9 | 2,157.7 | 2,174.9 | 2,191.8 | 2,215.2
31 Investment securities............ 459.3 461.5 463.3 463.6 470. 471.5 469.8 473.8 478.1 478.2 480.4
2 U.S. Treasury securities.., .. 283.0 286.8 289.2 289.4 295.2 296.7 294.0 298.4 302.7 302.1 304.8
33 Other....o.ooviiiiiii, 176.3 174.8 1741 174.2 174.8 174.3 175.9 175.4 175.3 176.1 175.6
34 ‘Trading account assets ........ 27.8 26.4 29.0 25.2 23. 214 20.2 20.4 20.0 19.5 19.7
35 Totalloans..........cooovvn.. 1,667.3 | 1,648.8 | 1,638.0 | 1,632.9 | 1,653.6 | 1,663.3 | 1,661.8 | 1.663.5 | 1,676.9 | 1,694,1 | 1,715.1
36 Interbank loans............. 137.9 134.3 130.5 1241 124, 128.6 121.5 122.9 129.5 124.8 133.1
37 Loans excluding interbank .. ... 1,529.5 | 1,514.5 | 1,507.5 | 1,508.8 | 1,529.3 [ 1,534.7 | 1,540.4 | 1,540.6 | 1,547.4 | 1,569.3 | 1,582.0
ki Commercial and industrial . 488.2 475.5 474.1 474.6 473.5 475.3 471.7 466.0 464.7 471.1 4719
39 Realestate ............... 490.3 493.2 497.0 504.1 512.0 520.3 532.1 539.9 544.9 551.1 558.9
40 Individual .............. . 320.1 316.7 314.4 312.7 3149 314.5 312.3 314.2 316.8 320.6 322.2
41 Allother...........ooviiinenns 230.9 229.2 221.9 217.4 229.0 224.7 224.3 220.6 221.0 226.4 229.0
42 Total cash assets.............o.. vvnes 253.5 196.6 188.9 186.5 192.5 213.2 195.3 189.1 190.1 201.4 205.1
43 Reserves with Federal Reserve Banks. 39.7 31.2 27.1 29.7 27.2 35.9 2.1 314 36.2 31.0 36.5
44  Cashinwvault...............oovuuns 28.7 23.6 23.5 2.8 24.0 25.0 241 24.4 24.6 24.4 24.9
45  Cash items in process of collection ... 110.9 74.0 71.0 67.7 74.0 80.9 73.9 68.1 65.1 80.7 78.2
46 Demand balances at U.S. depository
institutions ... i e 40.8 322 311 311 31.9 35.1 29.3 29.8 29.8 30.6 311
47  Other cash assets . 364 35.6 36.4 35.2 354 36.2 359 35.4 34.4 34,7 34.4
48 Other assets.........c.ovvenenn.ns 165.0 1418 144.0 1434 144.4 143.1 134.4 121.8 121.5 135.9 1311
49 Total assets/liabilities and capital .. ...... 2,572.8 | 2,474.8 | 2,463.2 | 2,451.5 | 2,483.8 | 2,512.5 | 2,481.5 | 2,468.7 | 2,486.5 | 2,529.1 | 2,551.3
SO DEPOSIS .. .vvvvsieiii i 1,957.0 | 1,840.8 | 1,838.2 | 1,840.7 | 1,857.1 | 1,876.5 | 1,861.5 | 1,863.9 | 1,864.7 | 1,906.3 | 1,905.3
51  Transaction deposits .......... 682.2 569.4 561.3 560.5 582.2 588.4 569.7 565.6 564.3 602.0 587.8
52 Savings deposits .............. 533.0 530.3 5339 5377 $33.1 536.6 533.0 533.9 533.0 530.6 527.0
53  Time deposits ................ 741.8 741.1 743.0 742.5 741.8 751.4 758.8 764.4 767.3 773.7 790.5
54 Borrowings....... 322.9 341.7 336.1 319.1 3282 337.1 328.6 321.1 335.8 326.5 346.7
55 Other liabilities 115.5 114.0 110.8 113.0 119.1 118.8 117.1 116.1 117.6 126.5 129.1
56 Residual (assets less liabilities) 177.5 178.3 178.1 178.8 179.4 180.2 174.3 167.6 168.3 169.8 170.2

1. Data have been revised because of benchmarking to new Call Reports and
new seasonal factors beginning July 1985. Back data are available from the
Banking Section, Board of Governors of the Federal Reserve System, Washing-
ton, D.C., 20551.

Figures are partly estimated. They include all bank-premises subsidiaries and
other significant majority-owned domestic subsidiaries. Loan and securities data
for domestically chartered commercial banks are estimates for the last Wednes-
day of the month based on a sample of weekly reporting banks and quarter-end

condition report data. Data for other banking institutions are estimates made for
the last Wednesday of the month based on a weekly reporting sample of
foreign-related institutions and quarter-end condition reposts.

2. Commercial banking institutions include insured domestically chartered
commercial banks, branches and agencies of foreign banks, Edge Act and
Agreement corporations, and New York State foreign investment corporations.

3. Insured domestically chartered commercial banks include all member banks
and insured nonmember banks.
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on

December 31, 1982, Assets and Liabilities
Millions of dollars, Wednesday figures

1987
Account
Sept. 2” | Sept. 9" | Sept. 16" | Sept. 23" | Sept. 30" | Oct. 7 Oct. 14 Oct, 21 Oct. 28

1 Cash and balances due from depository institutions ....... 97,724 110,655 106,601 104,115 104,707 100,228 117,582 98,119 110,800

2 Total loans, leases and securities, net .................... 1,004,227 | 1,006,962 | 1,009,732 | 1,012,246 { 1,015,438 | 1,009,371 | 1,011,601 | 1,030,019 | 1,025,503

3 U.S. Treasury and government agency .................. 116,822 { 119,128 ¢ 117,293 { 117,401 { 115,655( 114,569 113,784 115461 116,726

4 Tradingacount ......... .. i 13,257 14,088 13,307 14,236 13,860 13,222 12,405 14,775 13,977

5 Investment account, by maturity ..................... 103,564 105,040 103,986 103,165 101,796 101,347 101,378 100,686 102,748

6 One year or less .......vvveveniiiniineecniininanss 17,103 17,101 17, 16,948 16,980 16,936 17,019 16,740 16,028

7 Over one through five years ........................ 46,993 47,951 47,795 47,322 45,412 44,922 44,795 44,151 45,184

8 OVer fiVe Years .......ovvviviiineininerariinennns 39,468 39,987 39,128 38,895 39,403 39,490 39,564 39,794 41,536

9 Other securities .................. 67,924 67,384 67,264 67,256 68,199 67,189 67,098 67,015 67,564
10  Trading account ... 3,050 2,720 960 3,083 2,930 2,361 2,39 2,470 ,645
11 Investment account . 64,875 64,664 64,304 64,173 65,269 64,828 64,708 64,546 64,919
12 States and political sub 49,550 49,422 49,087 48,976 48,807 48,345 48,294 48,178 48,212
13 One year or less . 5,492 5,436 5,155 5,129 5,163 5,184 5,189 ,109 5,120
14 Over one year 44,058 43,986 43,932 43,846 43,644 43,161 43,105 43,068 43,092
15 Other bonds, corporate stocks, 15,324 15,243 15,217 15,197 16,462 16,483 16,414 16,368 16,707
16 Other trading account assets .....................ovens 3,330 3,250 2,856 2,927 2,694 3,177 3,137 2,804 3,024
17 Federal funds sold' .............. 65,531 64,744 66,609 69,426 65,828 64,936 66,166 74,333 69,364
18  To commercial banks 36,142 39,639 39,414 41,139 40,156 40,267 40,702 46,976 41,389
19  To nonbank brokers and dealers in securities .......... 21,310 18,246 19,212 20,748 17,585 17,098 18,094 19,449 19,416
20 TOOhErS ...v'iiieritirariie e iriane e, 8,079 6,858 7,983 7,539 8,086 7,572 7,369 7,907 8,560
21 Other loans and leases, gross ...... .| 789,894 791,776 | 795,026 794,536 802,053 | 798,384 800,329 809,252 807,762
22 Other loans, gross ........ 770,375 | 772,236 | 775,533 | 774,999 | 782,846 | 779,155 | 781,124 | 790,000 | 788,472
23 Commercial and industrial 269,578 | 269,688 | 271,293 | 272,221 | 275,452 | 274,473 | 274,095 273,657 275,123
24 Bankers acceptances and commer .. 2,3 2, 2,346 2,179 2,168 2,203 2,348 2,234 2,404
25 A Other ... e 267,218 | 267,315 | 268,948 | 270,042 | 273,284 | 272,270 271,746 | 271,423 | 272,720
26 U.S. addressees ......... 264,114 | 264,249 [ 265,861 | 267,032 | 270,354 | 269,148 | 268,776 | 268,428 | 269,690
27 Non-U.S. addressees 3,1 3, 3,087 3,010 2,930 3,122 2,970 2,994 3,030
28 Realestate 10ans ...........covvuiiiiniviniinneies 234,302 | 234,890 236,317 | 236,629 | 237,063 | 239,253 | 240,040 | 240,590 | 240,583
29 To individuals for personal expenditures ............. 143,007 | 143,083 | 143,200 | 143,550 143,209} 142,857 | 142,928 | 143,179 | 143,669
30 To depository and financial institutions .............. 49,592 51,075 50,086 48,180 48,925 47,728 50,160 50,491 51,581
31 Commercial banks in the United States 21,897 22,508 21,176 21,033 20,560 20,236 21,446 22,322 22,751
32 Banks in foreign countries 5,019 5,510 5,606 4,586 4,757 4,515 5,696 296 ,566
33 Nonbank depository and other fin 22,676 23,057 23,304 22,560 23,608 22,977 23,019 22,873 23,264
34 Forfpurchasing and carrying securities 15,678 14,626 16,406 16,111 17,089 16,130 14,994 22,089 18,088
35 To finance agricul!ural production | 5,604 5,634 5,620 5,625 5,712 5,744 5,728 5,681 ,645
36 To states and political subdivisions ............. 31,496 31,455 31,517 31,486 31,686 31,738 31,622 31,449 31,322
37 To foreign governments and official institutions .. 2,912 2,781 2,977 2,843 2,841 2,830 2,938 2,881 ,997
38 Allother .............. 18,206 19,004 18,226 18,353 20,868 18,402 18,622 19,982 19,462
39 Lease financing receivables . 19,519 19,540 19,493 19,537 19,206 19,229 19,206 19,252 19,291
40 Less: Unearned income .............. 4,726 4,739 4,726 4,755 4,716 4,691 4,713 4,714 4,737
41 Loan and lease reserve 34,548 34,581 34,590 34,545 34,276 34,194 ,200 34,132 34,200
42 Other loans and leases, net ......... 750,619 | 752,456 | 755,710 | 755,236 | 763,061 { 759,499 | 761,416 | 770,406 | 768,825
43 All other assets ............coovn 118,602 | 119,930 ( 116,917 | 115991 | 126,716 [ 123,766 | 122,693 | 123,987 | 126,758
44 Total BSSELS . ... vou vttt s 1,220,553 | 1,237,546 | 1,233,250 | 1,232,351 | 1,246,862 | 1,233,366 | 1,251,876 | 1,252,125 | 1,263,061
45 Demand deposits ... .ot s 225,016 1 226,271 | 227,180 | 214,715 ( 240,176 | 216,205 | 237,498 | 225,552 | 230,413
46  Individuals, partnerships, and corporations ............ 175,618 | 175,704 | 174,713 | 166,684 | 185,413 168,924 | 185413 | 176,610 | 178,260
47  States and political subdivisions ...................... 6,022 5,098 5,761 5,73 6,165 4,862 ) 5,490 5,335
48 U.S.BOVEIMMENt ...\ovvninoiiniininneiinnicnnannes 1,530 2,476 4,771 2,873 3,113 2,748 1,918 1,410 2,077
49 Depositorfy institutions in United States ............... 24,642 26,808 24,588 21,277 27,326 23,745 27,651 25,272 24,378
S0  Banks in foreign countries ....... ... 00l 6,536 6,833 7,162 6,103 6,872 6,118 7,291 6,654 7,174
51 Foreign governments and official institutions 1,189 984 935 1,026 973 840 976 966 922
52 Certified and officers’ checks ............... 9,479 8,367 9,250 11,021 10,313 8,968 9,250 9,150 12,267
53 Transaction balances other than demand deposits . 62,351 62,916 62,428 59,809 60,364 62,050 61,455 60,995 60,103
54 Nontransaction balances .........ovoiiiiiiine, 525,982 | 525,084 | 524,854 | 524,514 526,443 | 531,057 ] 530,669 | 532,822 | 533,817
55  Individuals, partnerships and corporations ... 489,182 | 488,297 | 488,185 | 487,580 | 488,792 | 493,347 | 493,074 | 495,671 | 496,316
56  States and political subdivisions ...................... 25,678 25,652 25,478 25,729 25,824 25,527 25,693 25,662 25,569
57 U.S.ZOVEINMEDL . 1vvvvieitrienineinineneriieeens 777 83 813 63 81 802 811 620 795
58  Depository institutions in the United States ............ 9,536 9,496 9,587 9,758 10,226 10,562 10,289 10,082 10,347
59  Foreign governments, official institutions and banks .... 809 806 750 81 78 819 80! 786 790
60 Liabilities for borrowed money ..............coiiiiinl, 243,481 | 258,354 | 255,511 | 259,749 | 247,201 | 254,729 | 253,656 | 262,588 | 263,678
61 Borrowings from Federal Reserve Banks . . 0 787 161 330 1,148 980 58 2,720 27
62  Treasury tax-and-loan notes .......... 9,252 8,634 23,448 22,009 21,129 19,312 18,870 22,928 22,857
63 All other liabilities for borrowed money?....... ... ... 234,229 | 248,932 | 231,902 | 237,409 | 224,924 | 234,437 | 234,206 | 236,940 | 240,546
64  Other liabilities and subordinated note and 86,432 87,228 85,842 96,107 94,698 90,701 89,317 91,014 95,943
65 Total liabilitles ..................coiiiiiiiiii s 1,143,262 | 1,159,853 | 1,155,814 | 1,154,894 | 1,168,883 | 1,154,742 | 1,172,595 | 1,172,971 | 1,183,954
66 Residual (total assets minus total liabilities)® ............. 77,290 77,693 77,435 77,457 77,979 78,624 79,281 79,154 79,107

MEeMoO

67 Total loans and leases (gross) and inve‘stments adjusted‘ .. 985,463 984,134 988,459 989,373 993,713 987,753 988,366 999,567 | 1,000,300
68 Total loans and leases (gross) adjusted® ................. 797,386 | 794,372 1 801,045 1,790 | 807,164 | 802,817 | 804,348 | 814,287 | 812,987
69 Time deposits in amounts of $100,000 or more Lo 1639171 162,8 163,376 | 164,695 | 165,016 | 168,973 | 168,518 170,013 | 171,715
70 Loans sold outright to affiliates—total® .. ... 1,739 1,692 1,661 1,720 1,731 1,760 1,835 1,843 1,780
71  Commercial and industrial ........ 1,201 1,159 1,150 1,224 1,243 1,249 1,333 1,333 1,271
T2 Other «...ovivviviineiriiciirinaiin, 537 533 511 495 488 511 50 510 510
73 Nontransaction savings deposits (including M. 228,807 | 228,941 | 227,946 | 226,343 227,123 227,240 227,168 226,879 224,998

1. Includes securities purchased under agreements to resell.

2. Includes federal funds purchased and securities sold under agreements to
repurchase; for information on these liabilities at banks with assets of $1 billion or

more on Dec. 31, 1977, see table 1.13,

3. This is not a measure of equity capital for use in capital-adequacy analysis or

for other analytic uses.

4, Exclusive of loans and federal funds transactions with domestic commercial

banks.

5. 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 subsidiaries of the holding company.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities

Millions of dollars, Wednesday figures except as noted

1987
Account
Sept. 2 | Sept. 9 | Sept. 16 | Sept, 23 | Sept. 30 [ Oct, 7 | Oct. 14 | Oct. 21 | Oct. 28
1 Cash balances due from depository institutions .................. 21,515 29,498 25,771 29,470 | 24,899 | 25,586 32,338 23,613 31,405
2 Total loans, leases and securities, net' ........................... 215,139 | 215,157 | 215,393 | 219,799 | 218,796" | 213,240 | 215,854 | 226,060 | 221,491
Securities
3 U.S. Treasury and gOVErnment AgNCY> « .o vver.vnvvrrerereerenes 0 0 0 [} 0 0 0 0 0
4 Trading 86COUNE™ . ... iuuiiiieviarreiiiiianeninenns 0 0 0 0 0 0 ] 0 0
5 Investment account, by maturity 13,871 14,465 14,206 13,991 14,003 13,863 13,975 13,874 14,486
6 One yearorless ............ 1,962 1,981 2,112 1,921 1,950 1,912 982 1,922 1,427
7 Over one through five years 5,128 5,125 4,718 4,683 4 666 4,573 4,570 4,377 4,442
8 Over five ysars ............................... 6,781 7.359 7,376 7,386 7.387 7,378 7,424 7,574 8,618
9 Other securities’ TR 0 0 0 1] 0 0 0 0
10 Trading account” ..... 0 0 0 0 0
11  Investment account ..... 16,644 | 16,548 | 16,532 | 16,477 | 16,491 16,520 | 16,480 | 16,444 | 16,518
12 States and political subdi 13,707 13,661 13,646 13,607 13,528 13,567 13,558 13,526 13,510
13 One year or less .. 1,017 971 9 933 9 921 929 874 863
14 Over one year ..... 12,689 12,690 12,703 12,674 | 12,584 12,646 12,629 12,652 12,647
15 Other bonds, corporate § . 2,938 886 , 2,870 ,963 2,953 2,922 2,918 ,008
16 Other trading account assets® ... .. .covveniiiiiiiiiinieinaes 0 0 0 0 0 0
Loans and leases
17 Federal funds sold® ... ....oiiiiiioiiierenniiiiineiiaenens 30,411 | 28,349 | 27,471 | 32,844 | 29,068 | 26,783 | 27,532 | 32,036 | 28,582
18 Tocommercial banks ............ocovivininins Lo 11,240 13,428 11,360 15,008 | 12,688 11,713 11,369 14,353 11,572
19  To nonbank brokers and dealers in securities ....... 13,105 10,194 10,496 | 12,477 | 10,674 9,736 | 11,359 12,364 11,472
20 TOOthers .....oovveiuviinvineranninnieiinaenn, ,06. 4,727 5,616 5,360 5,706 5,335 4,804 5,319 5,538
21 Other loans and leases, gross 170,080 | 171,725 | 173,098 { 172,392 | 175,0717 { 171,781 173,630 179,406 | 177,641
22 Other loans, gross .......... 165,209 | 166,841 | 168,188 | 167,457 | 170,585" | 167,287 | 169,170 | 174,951 | 173,148
23 Commercial and industrial . 57,121 57,390 58,221 58,705 | 59,370 | 58,976 59,111 58,055 59,197
24 Bankers acceptances and commercial paper .. 473 503 463 475" 496 550 456 441
25 Allother ..., 56,648 56,887 57,727 58,242 | 58,894" | 58,480 58,561 57,599 58,756
26 U.S. addressees .... 56,144 56,433 57.241 57,808 58,4747 | 57,882 58,084 57,138 58,249
27 Non-U.S. addressees . 503 454 486 435 421 598 477 462 507
28 Real estate loans ...........coiervieenviniin, 44,176 | 44,330 44,794 | 44,675 44,752 | 44,680 | 44,677 | 44,457
29 To individuals for personal expenditures ......... 21,696 21,749 21,832 21,939 | 21,931" s 22,075 22,155 22,214
30 To deposnory and ﬁnancnal institutions ........ 19,808 21,371 20,685 19,740 | 20,409 | 19,568 21,499 21,863 22,955
31 Commercial banks in the United States .. 10,901 11,818 | 10,839 | 10,879 | 11,184" | 10,876 11,697 12,267 12,609
32 Banks in foreign countries .......cc.oooininen. 2,731 .309 3,485 2,493 2,710" 2,516 3,480 ,286 3,498
33 Nonbank depository and other financial institutions . 6,176 6,244 6,361 6,367 6,515 6,176 6,321 6,310 6,849
34 For purchasing and carrying securities ..... 494 6 610 7,993 7,432 7,897 6,986 6,585 12,041 8,839
35 To finance agricultural production ... 284 300 302 304 328 320 323 324 337
36 To states and political subdivisions 7,727 7,714 7,741 7,731 7,839 7,847 7,821 7,781 7,737
37 To foreign governments and official . 768 647 724 745 734 797 747 855
38 Allother ... ... .c.coiiiiiiiiiiiiiiiiinane 6,134 6,742 6,098 6,087 7,390 6,139 6,278 7,306 6,556
39 Lease financing receivables . 4,871 4,883 4, 4,935 4,486 4,494 ,460 4,456 4,493
40 Less: Unearned income ... .. 1,511 1,526 1,527 1,546 1,528 1,532 1,547 1,552 1,560
41 Loan and lease reserve 14,356 404 14,386 14,359 4,309" | 14,176 14,217 14,149 14,176
42 Other loans and leases, net .. .| 154,213 | 155,795 | 157,184 | 156,487 | 159,234" | 156,074 | 157,865 | 163,705 | 161,905
43 All other assets® ... ... . i i e 56,629 55,895 53,305 52,752 | 57,077 | 57,030 56,632 59 526 60,634
44 Total @8SELS. . ..o vttt e 293,283 | 300,550 | 294,470 | 302,021 | 300,772" | 295,856 | 304,824 | 309,199 | 313,530
Deposits
45 Demand deposits ... ... .vveiiiuiit s 58,230 59,013 58,501 59,535 | 65,6107 | 55,632 62,241 61,314 66,510
46 Individuals, partnerships, and corporations ......... 40,388 | 40,667 | 40,374 | 40,715 | 44,795 | 37,682 | 43,303 | 42,725 | 44,896
47  States and political subdivisions .................. 956 776 842 788 890 831 766 861 991
48  U.S.government ......... ... ..iceiieeiiiiniins 179 407 616 512 547 476 269 196 314
49  Depository institutions in the United States 6,192 7,169 5,683 5,275 8,159 6,845 6,588 7,187 7,040
50 Banks in toreign countries ... ... .o, 5,420 5,647 6,027 4,984 5,642" 4,991 6,170 5,532 5,773
51  Foreign governments and official institutions .. 1,035 783 882 837" 699 844 843 788
52 Certified and officers’ checks .........c.oiiiiviiiiiiiiiins 4,060 3,518 4,177 6,378 4,740 4,108 4,300 3,971 6,709
53 Transaction balances other than demand deposits
(ATS, NOW, Super NOW, telephone transfers) ............. 8,146 8,196 8,183 f 8,012 8,159 8,034 8,025 7,888
S4 NONUANSACHON DAIANCES .+ ... vovsrenenrnenennns ..} 100,360 | 99,921 | 100,493 99,342 | 99,769 | 102,090 | 101,897 | 101,635 | 102,270
55  Individuals, partnerships and corporations ....... 1,566 91,162 91,774 90,623 91,017 93,120 92,734 92,362 3,095
56  States and political subdivisions ................ 6,69% 6,695 6, 6,664 6,686 6,736 6,956 ,990 6,895
57 U.S.government ............iiiisiiiiiiiin. 47 59 48 49 53 47 54 68 70
58  Depository institutions in the United States ........ 1,658 1,603 1,619 1,609 1,629 1,780 1,759 1,832 1,832
59  Foreign governments, official institutions and banks 392 401 398 383 407 394 382 378
60 Liabilities for borrowed money ........... .. 67,833 | 75446 | 68,936 | 71,111 | 64,145 70,906 | 74,108 78,348 75,705
61  Borrowings from Federal Reserve Banks .. g 0 ] 410 450 0 2,400 0
62 Treasury tax-and-loan notes .................... 2,185 2,124 5,566 5,720 4,736" 4,811 4,830 5,840 5,792
63 All other liabilities for borrowed money® ........... ... ] 65,648 73,321 63,370 65,391 | 58,999 | 65,644 69,278 70,108 69,913
64 Other liabilities and subordinated note and debentures ........... 36,371 35,544 36,085 41,810 | 40,614 36 335 35,350 36,691 38,192
65 Total liabilitles ............. ... .. it 270,940 | 278,119 | 272,198 | 279,707 | 278,151" | 273,123 | 281,630 | 286,013 | 290,565
66 Residual (total assets minus total liabilities)® .................... 22,344 22,430 22,271 22,315 | 22,6200 | 22,733 23,194 23,186 22,966
MEM
67 Total loans and leases (gross) and mve,?!ments ad‘)uslez:ll T 208,865 | 205,840 { 209,108 | 209,817 | 210,760 | 206,359 | 208,552 | 215,141 | 213,046
68 Total loans and leases (gross) adjusted’ ................ .. 178,350 | 174,828 | 178,370 | 179,349 | 180,266" { 175,976 | 178,096 | 184,823 | 182,042
69 Time deposits in amounts of $100,000 or more . .............cenns ,178 36,767 37,312 36,701 36,891 38,952 38,628 38,832 38,751

1, Excludes trading account securities.
2. Not available due to confidentiality.
3. Includes securities purchased under agreements to resell.
4, Includes trading account securities.

5. Includes federal funds purchased and securities sold under agreements to

repurchase.

6. Not a measure of equity capital for use in capital adequacy analysis or for

other analytic uses.

7. Exclusive of loans and federal funds transactions with domestic commercial

banks.

NoTtE. These data also appear in the Board's H.4.2 (504) release. For address,
see inside front cover,
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS! Assets and
Liabilities
Millions of dollars, Wednesday figures
1987
Account
Sept. 2 Sept. 9 Sept. 16 Sept. 23 Sept. 30" Oct. 7 Oct, 14 Oct. 21 Oct. 28
1 Cash and due from depository institutions . 9,187 10,762 10,253 10,248 11,738 9,864 9,451 9,800 9,695
2 Total loans and securities 93,941 96,792 98,290 99,592 99,614 97,165 98,710 101,124 101,145
3 US. Trcasury and govt. agency securities . 7,425 ,204 7,391 7,970 7,318 7,389 7,330 ,441 ,946
4 Other SECUTitIeS. . ... vvveneraneinrenenn 7,913 7,915 7,914 7,860 8,029 8,019 7,958 7,853 7,753
S Federal funds sold? 7,472 8,891 8,078 9,224 7,196 7,298 9,041 10,787 12,234
6 To commercial banks in the United States . 6,090 7,271 6,206 7,296 5,691 5,858 7,744 ,900 10,399
T TOOthers ...ocvveniviiinireeianeinn, 1,382 1,620 1,872 1,927 1,505 1,440 1,297 1,887 1,835
8 Other loans, gross 71,131 72,782 74,907 74,539 77,070 74,459 74,382 75,043 74,212
9 Ccmmercml and industriaf . 46,454 47,598 49,447 49,183 50,165 49,018 48,871 49, 487 49, 415
10 Bankers acceptances and commercxal
paper.. 3,834 3,986 4,116 3,951 3,827 3,876 3,996 3,912 3,916
11 All other......... 42,620 43,612 45,331 45,232 46,338 45,142 44,875 45,575 45,499
12 U.S. addressees ........ 40,248 41,114 42,913 42,825 43,912 42,756 42,468 43,150 43,120
13 Non-U.S. addressees. . . 2,37 2,498 2,418 2,407 2,426 2,386 2,407 2,425 2,379
14 To financial institutions. . ................ 15,222 15,204 15,748 16,047 16,769 16,485 16,336 15,798 15,360
15 Commercnal banks in the United S!a!es . 11,340 11,280 11, 850 11,986 12,521 12,230 11,994 11,292 11,304
16 Banks in foreign countries 986 1,042 1,079 1,138 1,340 1,196 1,299 1,465 1,117
17 Nonbank financial institutions . . 2,896 2,881 2,818 2,923 2,908 3,059 3,042 3,041 2,938
18 To foreign govts. and official institutions . 355 424 356 342 385 395 409 387 385
19 For purchasing and carrying securities . 2,379 2,805 2,765 2,184 2,876 1,685 1,750 2,505 2,287
20 ANOther.........oovviiiiiiiieniinean, 6,721 6,750 6,592 6,783 6,875 6,876 7,016 6,866 6,766
21 Other assets (claims on nonrelated parties) .. 27,887 27,771 27,718 28,140 28,787 28,690 28,487 28,872 28,513
22 Net due from related institutions ........... 17,145 15,632 16,690 16,138 14,893 15,746 15,414 15,940 14,019
23 Total @SSEtS oo ovvvvivinvnirnn e iiiieninnn. 148,160 150 958 152,950 154,120 155, 032 151,466 152,063 155,736 153 372
24  Deposits or credit balances due to other
than directly related institutions . .. g 43,044 43,744 43,601 44,098 43,652 42,133 42,504 42,285 42,811
25 Transaction accounts and credit balances” . 3,360 3,658 3,394 3,536 3,644 3,193 3,433 3,337 3,531
26 Individuals, partnerships, and
corporations 2,129 2,302 2,163 2,114 2,029 2,217 2,045 2,215 1,984
27 Other.....oovvvvivnyennns .. 1,231 1,356 1,230 1,422 1,616 976 1,388 1,121 1,547
28  Nontransaction accounts®. .. ............. 39,684 40,086 40,207 40,562 40,007 38,941 39, o 38,949 39,280
29 Individuals, partnerships, and
corporations 32,244 32,569 32,788 33,323 32,399 31,663 31,840 31,880 32,118
30 Other.............oovvennn 7,440 7,517 7,419 p 608 7,278 7,231 7,069 7,163
31 Borrowings from other than d
related msutunon% e 53,897 53,023 56,222 54,777 55,302 56,947 55,804 58,085 53,854
32 Federal funds purchased 25,347 24,419 26,872 25,092 25,328 27,613 26,372 28,002 25,454
33 From commercial banks in the
United States. .. ......c.ocovovnen. 12,817 13,103 14,356 12,190 13,630 14,839 15,082 16,902 16,093
34 From others 12,530 11,315 12,516 12,902 11,698 12,774 11,289 11,101 9,361
35  Other liabilities for borrowed money 28,549 K 29,349 29,684 29,974 29,334 29,432 ,082 28,4
36 To commercial banks in the
United States. .. .............c000 22,368 22,452 22,283 22,975 23,674 23,001 22,971 23,297 22,054
Toothers ...............0uves 6,181 6,152 ,066 6,710 6,300 6,332 6,461 6,785 6,345
38 Other liablities to nonrelated parties 31,132 31,489 31,264 32,646 32,498 32,674 32,563 32,929 33,127
39 Net due to related institutions. ... .. . 20,088 22,702 21,863 22,599 23,580 19,711 21,191 22,437 23,580
40 Total liabilities................covvinon, 148,160 150,958 152,950 154,120 155,032 151,466 152,063 155 736 153,372
Memo
41 Total loans (gross) and secu) Jmes adjusted® . 76,511 78,241 80,234 80,310 81,402 79,077 78,972 80,932 79,442
42 Total loans (gross) ajdusted® ............... 61,172 63,121 64,929 64,481 66,054 63,669 63,685 65,638 64,742

1. Effective Jan. 1, 1986, the reporting panel includes 65 U.S. branches and
agencies of foreign banks that include those branches and agencies with assets of
$750 million or more on June 30, 1980, plus those branches and agencies that had
reached the $750 million asset level an Dec. 31, 1984.

2. Includes securities purchased under agreements to resell.
3. Includes credit bal P and other checkable deposits.

4. Includes savings deposits, money market deposit accounts, and time depos-
its.
5. Includes securities sold under agreements to repurchase.
6. Exclusive of loans to and federal funds sold to commercial banks in the
United States.
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1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!

Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
Type of holder 1986 1987
1982 1983 1984 198;

Dec. Dec. Dec. Dec.}#

June Sept. Dec. Mar. June Sept.
1 All holders—Individuals, partnerships, and
corporations. . ........... ... il 291.8 293.5 302.7 1.0 324 333.6 363.6 3359 340.2 n.a.
2 Financial business ............ovvvviiiiiinni, 354 32.8 317 323 32.3 35.9 41.4 359 36.6 n.a.
3 Nonfinancial business .| 1505 161.1 166.3 178.5 180.0 185.9 202.0 183.0 187.2 n.a.
4 CONSUMEr ...0.vvvrrvnirenevninrnnnis .. 85.9 78.5 8L.5 85.5 86.4 86.3 91.1 88.9 90.1 n.a.
5 Foreign .. 30 33 3.6 3.5 3.0 33 33 2.9 3.2 n.a.
6 Other ... ..covvviniiiriii i, 17.0 17.8 19.7 21.2 20.7 2.2 25.8 25.2 23.1 n.a.
Weekly reporting banks
1986 1987
1982 1983 1984 198§

Dec. Dec. Dec.? | Dec.™*

June Sept. Dec Mar, June Sept.
7 All holders—Individuals, partnerships, and

corporations. . ............iiiiini 144.2 146.2 157.1 168.6 168.5 174.7 195.1 178.1 179.3 179.1
8 Financial business ..............covviiiiiiins 26.7 24.2 25.3 25.9 25.7 28.9 2.5 28.7 29.3 29.3
9 Nonfinancial business . . 743 79.8 87.1 94.5 93.1 94.8 106.4 94.4 94.8 96.0
10 Consumer ...... 319 29.7 30.5 332 349 35.0 37.5 36.8 37.5 37.2
11 Foreign. 2.9 31 3.4 3.1 29 3.2 33 28 3.1 3.1
120ther ..ot 8.4 93 10.9 12.0 119 128 154 15.5 14.6 135

1. Figures include cash items in process of collection. Estimates of gross
deposits are based on reports lied bt; a le of cc cial banks. Types
of depositors in each category are described in the June 1971 BULLETIN, p. 466.
Figures may not add to totals because of rounding.

2. Beginning in March 1984, these data reflect a change in the panel of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dotlars for December 1983 based on the new weekly reporting panel are: financial
g i 24.4; nonfi ial business, 80.9; consumer, 30.1; foreign, 3.1; other

.5,

3. Beginning March 1985, financial business deposits and, by implication, total

gross demand deposits have been redefined to exclude demand deposits due to

thrift institutions. Historical data have not been revised. The estimated volume of
such deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weekly reporting banks.

4. Historical data back to March 1985 have been revised to account for
corrections of bank reporting errors. Historical data before March 1985 have not
been revised, and may contain reﬂoning errors. Data for all commercial banks for
March 1985 were revised as follows (in billions of doliars): all holders, —.3;
financial business, —.8; nonfinancial business, —.4; consumer, .9; foreign, .1;
other, ~.1. Data for week]r reporting banks for March 1985 were revised as
follows (i.n| Il‘villi‘ons of dollars): all holders, —.1; financial business, —.7;

nonf —.5; o

, 1.1; foreign, .1; other, —.2.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1987
1982 1983 1984 1985 1986
Instrument Dec. Dec. Dec. Dec. Dec.
Apr. May June July Aug. Sept.
Commercial paper (seasonally adjusted unless noted otherwise)

1 ANSSuers. ........coviin i, 166,436 | 187,658 | 237,586 | 300,899 | 331,016 | 346,769 | 354,249 | 348,741 | 348,247 | 352,737 | 358,828

Financial companies®

Dealer-placed paper*
2 Total ..o 34,605 44,455 56,485 78,443 | 100,207 | 103,957 | 105,397 | 108,691 | 107,709 | 110,714 | 115,570
3 Bank-related (not seasonally
adjusted).......ooiiiiiiinn 2,516 2,441 2,035 1,602 2,265 2,307 2,429 2,430 2,31 2,404 2,590
Directly placed paper3
4 Total ....iiiiiiiiiii i 84,393 97,042 | 110,543 | 135,504 | 152,385 | 163,421 | 169,225 | 161,921 | 162,185 | 163,620 | 166,169
5  Bank-related (not seasonally
adjusted)....... ... 32,034 35,566 42,105 44,778 40,860 48,604 48,401 47,862 46,354 45,487 46,815
6 Nonfinancial companies®............... 47,437 46,161 70,558 86,952 78,424 79,391 79,627 78,129 78,353 78,403 77,089
Bankers dollar acceptances (not seasonally adjusted)’

A T R 79,543 78,309 78,364 68,413 64,974 66,752 67,790 69,622 68,495 68,645" 68,771

Holder
8 Accepting banks 10,910 9,355 9,811 11,197 13,423 11,180 11,201 11,234 10,664 10,8707 | 10,521
9 Ownbills................ 94m 8,125 8,621 9,471 11,707 9,783 9,569 9,661 9,630 9.,905" 9,400
10 Billsbought ..................o00l 1,439 1,230 1,191 1,726 1,716 1,396 1,631 1,573 1,035 965 1,121

Federal Reserve Banks
11 Ownaccount..............coouennn. 1,480 418 1] 0 0 0 0 0 0 0 0
12 Foreign correspondents 949 729 671 937 1,317 1,519 1,547 1,717 1,463 1,397 1,467
130thers.....ooovvveninnnn, 66,204 67,807 67,881 56,279 50,234 54,052 55,032 56,671 56,367 | 56,379" | 56,784

Basis
14 Imports into United States............. 17,683 15,649 17,845 15,147 14,670 15,116 15,361 16,179 17,431 17,087 | 17,198
15 Exports from United States 16,328 16,880 16,305 13,204 12,960 13,836 14,028 14,161 14,659 | 14,9677 | 15,046
16 Allother............oooviviivnninn 45,531 45,781 44,214 40,062 37,344 37,838 38,401 39,281 36,405 | 36,590° | 36,526

1. Effective Dec. 1, 1982, there was a break in the commercial paper series.
The key changes in 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 of
bank-related paper from dealer-placed to directly placed.

2. Correction of a previous misclassification of paper by a reporter has created
a break in the series beginning December 1983, The correction adds some paper
to nonfinancial and to dealer-placed financial paper.

3. Institutions engaged primarily in activities such as, but not limited to,
commercial savings, and mortgage banking; sales, personal, and mortgage financ-
ing; factoring, finance leasing, and other business lending; insurance underwrit-
ing; 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 their paper directly with
investors,

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

7. Beginning October 1984, the number of respondents in the bankers accep-
tance survey were reduced from 340 to 160 institutions—those with $50 million or
more in total acceptances. The new reporting group accounts for over 95 percent
of total acceptances activity,

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

. . Average Average
Effective date Rate Effective Date Rate Month rate Month o eg
1985—Jan. 15 ........... 10.50 7.75 1985—Jan. .............. 8.16
@y 20 ........... 10.00 8.00 Feb. 7.90
June 18 ........... 9.50 8.25 Mar. . 7.50
8.75 Apr. . 7.50
1986—Mar. 7 ........... 9.00 9.25 May . 7.50
Apr. 21 ........... 8.50 9.00 June . 7.50

July 11 ........... 8.00 8.75 July .
Aug. 20 ........... 7.50 Aug, . 7.50
Sept. 7.50
Oct, ... 7.50
Nov. 7.75
Dec. 8.14
8.25
1986—Jan. 8.25
Feb, 8.25
Mar. 8.70
Apr. 9.07
May 8.49

June

NoTE. These data also appear in the Board's H.15 (519) release. For address,
see inside front cover.
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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.

1987 1987, week ending
Instrument 1984 1985 1986
July Aug. Sept. Oct. Oct. 2 | Oct. 9 | Oct. 16 | Oct. 23 | Oct. 30
MONEY MARKET RATES
1 Federal funds'? .......... . 10.22 8.10 6.80 6.58 6.73 7.22 7.29 7.56 7.43 7.59 7.37 7.03
2 Discount widow bggowingm : 8.80 7.69 6.33 5.50 5.50 5.95 6.00 6.00 6.00 6.00 6.00 6.00
Commercial paper®
3 1-month 10.05 7.94 6.62 6.57 6.62 7.26 7.38 7.45 7.52 7.86 7.26 6.95
4 3-month . | 1010 7.95 6.49 6.65 6.71 7.37 7.89 7.64 8.02 8.55 7.82 7.33
$  6-month PORDRR 10.16 8.01 6.39 6.72 6.81 7.55 7.96 7.82 8.13 8.64 7.90 7.35
Fi , directly placed®
6 Lo haper, directly paced™ 997 | 791 | es8 | 653 ] 656 | 720 | 728 | 741 | 748 | 78 | 705 | 683
7 3month .oooonoin! 9.73 7.77 6.38 6.48 6.49 7.08 7.40 7.30 7.45 8.04 7.25 7.03
8§ 6month ........ OOSOROPIPPOR 9,65 7.75 6.31 6.35 6.34 6.90 7.17 712 7.25 7.63 7.14 6.80
Bank 1 /
P oo 1014 | 792 | 639 | 659 | 664 | 731 | 785 | 763 | 804 | 859 | 773 | 725
10 6month o..oewonnn S| 1019 7.96 6.29 6.65 6.75 7.48 7.92 7.81 8.17 8.66 7.79 7.24
Certificates of deposit, secondary market
1 L onenies of depasit, secondary 1017 | 797 | 661 | 660 | 663 | 725 | 739 | 746 | 753 | 78 | 732 | 69
12 3-month 10.37 8.05 6.52 6.70 6.75 7.37 8.02 7.80 8.19 8.73 7.90 7.42
13 6-month 10.68 8.25 6.51 6.87 7.02 174 8.19 8.11 8.41 8.95 8,05 7.50
14 Eurodollar deposits, 3-month® 10.73 8.28 6.71 6.87 6.91 7.51 8.29 7.79 8.24 8.69 8.81 7.73
U.SS. Tre:sury billl(s
t
15 Temonth ) marke 952 | 748 | so8 | 569 | 604 | 640 | 613 | 662 | 665 | 698 | 570 | sz
16 6&month ... 9.76 7.65 6.03 5.76 6.15 6.64 6.69 6.86 7.08 7.52 6.33 5.93
17 LYERAE wrtins 9.92 7.81 6.08 6.24 6.54 7.11 7.05 7.30 7.50 7.70 6.72 6.30
Aucti
1B S erage 957 | 749 | 597 | 578 | 600 | 632 | 640 | 659 | 649 | 696 | 684 | 512
19  6&-month 9.80 7.66 6.02 5.86 6.14 6.57 6.86 6.83 6.96 7.34 7.21 5.98
20 1YEAT .t 9.94 7.81 6.07 6.22 6.52 6.74 6.89 7.32 n.a. n.a. n.a. 6.45
CAPITAL MARKET RATES
U.g. Treasury notes ‘Y}d bonds!!
tant turiti
Tovear Torartties 1089 | 843 | 646 | 668 | 703 | 767 | 750 | 788 | 810 | 833 | 722 | 67
11.65 9.27 6.87 7.44 7.75 8.34 8.40 8.58 8.83 9.13 8.09 7.60
11.89 9.64 7.06 7.74 8.03 8.67 8.75 8.89 9.10 9.43 8.54 8.01
1224 | 10.13 7.31 8.01 8.32 8.94 9.08 9.17 9.39 9.73 8.90 8.38
12.40 | 10.51 7.55 8.27 8.59 9.26 9.37 9.48 9,65 9.97 9.23 8.71
12.44 | 10.62 7.68 8.45 8.76 9.42 9.52 9.61 9.78 | 10.11 9.36 8.90
12.48 10.97 7.85 n.a, n.a, n.a, n.a. n.a. n.a, n.a, n.a. n.a.
1239 | 10.79 7.80 8.64 8.97 9.59 9.61 9.75 9.84 | 10.13 9.49 9.05
1.9 | 1075 8.14 8.70 8.97 9.58 9.61 9.72 9.82 | 10.10 9.49 9.07
9.61 8.60 6.95 7.18 7.24 7.66 7.90 7.85 7.95 8.45 7.65 7.60
10.38 9.58 7.76 8.37 8.31 8.67 8.85 8.70 8.85 9.40 8.70 8.60
10.10 9.11 7.32 .12 7.81 8.26 8.70 8.53 8.66 9.17 8.72 n.a.
Corporate bonds
Seasoned issues
33 AL IOAUSIELS « o eeeee oo 13.49 | 12.05 9.71 9.92 | 1024 | 1064 | 1097 | 1079 | 1091 | 11.13 | 1113 | 1075
4 Aaa ... o | o137 9.02 9.42 9.67 | 1018 | 10.52 | 10.34 | 1048 | 10.73 | 10.68 | 10.25
35 Aa 1331 | 11.82 9.47 9.64 9.8 | 1035 | 1074 | 1048 | 1063 | 1091 | 1095 | 10.5
36 A ... 13.74 | 12.28 995 | 1000 | 1020 | 10.72 | 1098 | 10.85 | 1091 | 1111 | 11.13 | 1084
17 Baa 1419 | 1272 | 1039 | 1061 | 1080 | 1131 | 1162 | 11.49 | 11.61 | 11.78 | 1177 | 1135
38 A-rated, tly-offered
e eiecentyotiered Uity 13.81 | 1206 | 961 | 1017 | 1037 | 1084 | 107 | 11.08 | 1124 | 11.50 | 1075 | 10.60
MEeMmo: Dividend/price ratio'®
19 Preferred SIOCKS . ..o .vveoresnnenn, 11.59 | 10.49 8.76 8.25 8.32 8.64 8.99 8.70 8.76 8.91 9,09 9.18
40 Common StOCKS. ... vvovrein 4.64 4.25 3.48 2.83 2.69 2.78 3.25 2.76 2.78 2,92 3.46 3.84

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted by
the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. 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.

5. Yields are quoted on a bank-discount basis, rather than in an investment
yield basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
{which may be, but need not be, the average of the rates quotecf lva the dealers).

" 7d Unweighted average of offered rates quoted by at least five dealers early in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates cluoted by at least five dealers.

10. Rates are recorded in the week in 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.

11. Yields are based on closing bid prices quoted by at least five dealers.

12. 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 securities.

13, Averages (1o maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, including one very low yielding ‘*flower’* bond.

14. General obligations based on Thursday figures; 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 maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and S years of
call protection. Weekly data are based on Friday quotations.

18. Standard and Poor’s corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoOTE. These data also appear in the Board's H.15 (519) and G.13 (415) releases.
For address, see inside front cover.
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1.36 STOCK MARKET Selected Statistics
1987
Indicator 1984 1985 1986
Feb. Mar. Apr. May June July Aug. Sept. Oct.
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange
(Dec, 31,1965 = 50} ................ 92.46 108.09 | 136.00 | 160.23 | 166.43 | 163.88 | 163.00 | 169.58 | 174.28 | 184.18 | 178.39 | 157.13
2 Industrial ............ 108.01 | 123,79 | 155.85 | 189.17 | 198.95| 199.03 | 198.78 | 206.61 | 214.12 | 226.49 | 219.52 | 189.86
3 Transportation 85.63 104,11 ) 11987 ) 13549 138.55| 137.91 ] 141.30 | 150.39 | 157.49 | 164.02 | 158.58 | 140.95
4  Utility ........ 46.44 56.75 71.36 78.19 77.15 72.74 71.64 74.25 74.18 78.20 76.13 73.27
S Finance .........ocovviiiiiiiiiiiiins 89.28 | 114.21 | 147.19 | 158.41 | 162.41 | 150.52 | 14597 | 152,73 | 152.27 | 160.94 | 154.08 [ 137.35
6 Standard {L Poor’s Corporation (1941-43
............................ 160.50 186.84 | 236.34 | 280.93 | 292.47 | 289.32 | 289.12 | 301.36 | 310.09 | 329.36 | 318.66 | 280.16
7 American Stock Exchange?
(Aug. 31,1973 = 50) ......ooiei, 207.96 229.10 | 264.38 | 31560 | 332.55{ 330.65{ 328.77 | 334491 348,68 | 361.52 | 353.72 ] 306.34
Volume of trading (thousands of shares)
8 New York Stock Exchange .............. 91,084 | 109,191 | 141,385 | 183,478 | 180,251 | 187,135 | 170,898 | 163,380 | 180,356 | 193,477 | 177,319 | 277,026
9 American Stock Exchange .............. 6,107 N 11,846 A 15,678 | 14,420} 11,6557 12,813 ; 12,857} 13,604 | 12,381 | 18,173
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker-deaters® .......... 22,470 | 28,390 | 36,840 | 35,740 | 38,080 | 39,820 | 38,890 | 38,420 | 40,250 | 41,640 | 44,170 | 38,250
Free credit bala}m‘es at brokers*
11 Margin-account® .............coeiinen 1,755 2,715 4,880 4,470 4,730 4,660 4,355 3,680 4,095 4,240 4,270 8,415
12 Cash-account..........cooviueninvnnn 10,215 | 12,840 | 19,000 | 17,325 | 17,370 | 17,285 | 16,985 | 15,405 | 15,930 | 16,195 | 15,895 | 18,455
Margin requirements (percent of market value and effective date)®
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov, 24, 1972 Jan. 3, 1974
13 Margin stocks . ..oovivien it 70 80 65 55 65 50
14 Convertible bonds 50 0 50 50 50 50
15 Shortsales..........cooveiniiiininne, 70 80 65 55 65 50

1. Effective July 1976, includes a new fnancnal group, banks and insurance

ith this change the index 00 industrial stocks (formerly

?_25), 20‘transportatlon (formerly 15 rail), 40 public utility (formerly 60), and 40
inancial

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutting previous readings in half.

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dgea]ers inchides credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscri F!lon rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984,

4. Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand.

3. New series beginning June 1984,

6. These regulations, ado gked by the Board of Governors pursuant to the
Securities Exchange Act of 1934, limit the amount of credit to purchase and carry

“‘margin securities™ (as defined in the regulations) when such credit is
collateralized by securities. Margin requirements on securities other than options
are the difference between the market value (100 percent) and the maximum loan
value of collateral as'prescribed by the Board. Regulation T was adopted effective
Oct. 15, 1934; Regulation U, effective May 1, 1936; Regulation G, effective Mar.
11, 1968; and Regulatlon X, effective Nov. 1 1971,

©On Jan. 7, the Board of Governors for the first time established in
Regulation T the initial margin required for writing options on securities, setting
it at 30 percent of the current market-value of the stock underlying the option. On
Sept. 30, 1985, the Board changed the required initial margin, allowing it to be the
same as (he option maintenance margin required by the appropriate exchange or
self-regulatory organization; such maintenance margin rules must be approved bé
the Securities and Exchange Commission. Effective Jan. 31, 1986, the SE
approved new maintenance margin rules, permitting margins to be the price of the
option plus 15 percent of the market value of the stock underlying the option.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities

Millions of dollars, end of period

1986 1987
Account 1984 1985
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July Aug.
Savings and loan associations
1 ASSEES ...t 903,488 | 948,781 { 961,894 | 964,096 | 963,316 | 935,516 | 936,877 | 939,722 | 944,291 | 952,729 | 949,058” | 949,239" | 955,254
2 Mortgage-backed securities ... | ...... 97,303 | 121,606 | 122,682 | 123,257 1 129,340 | 128,856 | 129,279" | 134,743" | 141,030" | 140,448’ | 140,711 | 143,881
3 Cash and investment securities’ | 124,801 | 126,712 | 138,213 | 141,510 | 142,700 | 132,733 | 135,884 | 138,727" | 136,370" | 138,293 | 138,040" | 138,447" | 137,280
GOther .. ..vvveeernnivaannens 223,396 | 238,833 | 250,781 | 250,297 | 251,769 | 261,869 { 263,782 | 266,407" | 274,834 | 283,680" | 285,395 | 287,465 | 292,682
5 Liabilitles and net worth ....... 903,488 | 948,781 | 961,894 | 964,096 | 963,316 | 935,516 | 936,877 | 939,722" | 944,291" | 952,729" | 949,058" | 949,239" | 955,254
6 Savings capital ............... 725,045 | 750,071 | 742,747 | 740,066 | 741,081 | 721,759 | 722,276 | 722,601 | 716,830 | 718,662 | 715,659 | 761,391 { 717,298
7 Borrowed money . X 138,798 | 152,567 | 156,920 | 159,742 | 153,373 { 152,173 | 158,175 | 165,881 | 171,277 | 175,073 | 174,153 | 178,553
8 FHLBB..... 64,207 | 73,888 | 75,295 | 75,626 | 80,194 | 75,552 | 75,671 | 76,469 | 77,857 | 78,583 | 79,188"| 80,111'}| 79,546
9  Other ... 61,459 | 64910 | 77,272 | 81,294 | 79,548 | 77,821 | 76,502 | 81,706 | 88,024 | 92,694 | 95,990 | 95,2951 98,966
10 Other ....vvvvirreernneises 17,944 | 19,045 | 23,255 24,078 | 20,071 ( 19,773 | 21,823 | 18,958"| 20,870"| 22,631"| 19,5821 20,680"| 21,848
11 Net worth? ....0ouivivnnnnnns 34,833 | 41,064 | 43,326 | 43,034 | 42,423 40,606 | 40,601 | 40,0407 | 40,7417 | 40,1907 | 38,635 37,9857 37,534
FSLIC-insured federal savings banks
12 AsSels .....viveieianns 98,559 | 131,868 | 202,106 | 204,918 | 210,562 | 235,428 | 235,763 | 241,418" | 246,277 | 253,007 | 264,099" | 268,808" | 272,081
13 MOTRARES .. vvvvvrrereennns 72,355 | 110,826 | 112,117 | 113,638 | 136,770 | 136,489 | 138,882" | 140,854" | 144,581" | 150,420" | 152,880 | 154,053
14 Mortgage-backed securities 15,676 | 27,516 | 28,3 29,766 | 33,570 | 34,634 | 36,088"| 37,5007 | 39,3717| 40,9921 42,712"| 43,531
15 Other ...vvvvernnneernneenns 11,723 | 18,697 | 19,266 | 19,034 | 15769 | 16,060 [ 16,605"} 17,034"} 17,200 | 17,93¢"] 17,557"| 17,790
16 Liabilities and net worth . ...... 98,559 | 131,868 | 202,106 | 204,918 | 210,562 | 235,428 | 235,763 | 241,418" | 246,277 | 253,007 | 264,099 | 268,808" | 272,081
17 Savings capital ............... 79,572 | 103,462 | 152,834 | 154,447 | 157,872 | 176,741 | 178,676 | 178,672" | 180,637 | 182,802 | 189,998 | 193,890 | 194,853
18 Borrowed money . 12,798 | 19,323 | 33,430 | 33,937 | 37,329 | 40,614 | 39,777 | 43,915 | 46,125 | 49,896 | 53,214 | 53,700 | 55,641
19 FHLBB ..... 7,515 { 10,510 | 17,382 | 17,863 ] 19,897 | 20,730 | 20,226 | 21,104 | 21,718 | 22,788 | 24,486 | 24,981 | 25,546
20 Other . 5,283 8813 | 16,048 | 16,074 | 17,432 | 19,884 | 19,551 | 22,815"| 24,407 | 27,108 | 28,753 | 28,654"| 30,095
21 Other ... 1,903 2,732 | 5,330] 5652 | 4,263| S304| 5480 5,265 | 5,547 | 6,044 | 5983 | 6,143 | 6,455
22 Networth ....oovvvvvennnenne 4,286 6,351 10,511 | 10,883 | 11,098 12,774 | 13,151 13,564 | 13,978 | 14,272 | 14,884 | 15,146"| 15,135
Savings banks
23 ASSEHS ....iiiiieiii s 203,898 | 216,776 | 230,919 | 232,577 | 236,866 | 238,603 | 238,074 | 240,739 | 243,454 | 245,906 | 244,760 | 246,833 | 249,888
Loans
24 Mortgage .................. 102,895 | 110,448 | 116,648 | 117,612 | 118,323 | 119,199 | 119,737 | 121,178 | 122,769 | 124,936 | 128,217 | 129,624 | 130,721
25 Se(c)‘ilrn,et,r --------------------- 24,954 | 30,876 | 36,130 [ 36,149 | 35,167 | 36,122 | 37,207 | 38,012 | 37,136 | 37,313 | 135200 ( 35,591 ( 36,793
itics

26 U.S. government ..... TR 14,643 | 13,111 | 12,585 13,037 | 14,209 13,332 | 13,525 | 13,6311 13,743 13,650 | 13,549 | 13,498 | 13,720
27  Mortgage-backed securities .. | 19,215 | 19,481 | 23,437 | 24,051 | 25,836 | 26,220 | 26,803 | 27,463 [ 28,700 | 28,739 | 27,785 | 28,252 [ 28,913
28  State and local government .. 077 | 2,323 | 2,347 290 | 2,185] 2,180 | 2,168 | 2,041 063 | 2,053 2,059 | 2,050 ,038
29 Corporate and other ........ 23,747 [ 21,199 | 21,156 20,749 | 20,459 | 19,795 [ 19,770} 19,598 | 19,768 | 19,956 | 18,803 | 18,821 | 18,573
30 Cash 4954 | 6,225 5195) 5052 6,894 s 5143 | 5703 | 5308 5176 4,939 | 4,806 | 4,823
31 Other assets 11,413 | 13,113 | 13,421 | 13,637 13,793 [ 13,516 | 13,631 | 13,713 ] 13,967 [ 14,083 | 14,208 | 14,191 | 14,307
32 Liabilitles .................00 203,898 | 216,776 | 230,919 | 232,577 | 236,866 | 235,603 | 238,074 | 240,739 | 243,454 | 245,906 | 244,760 | 246,833 | 249,888
33 Deposits . ....vviviiiiiiiaais 180,616 | 185,972 | 190,334 | 190,858 | 192,194 | 191,441 | 192,559 | 193,693 | 193,347 | 194,742 | 193,274 | 194,549 | 195,895
34 °8““-" ...... - 177,418 | 181,921 | 185,254 | 185,958 | 186,345 | 186,385 | 187,507 | 188,432 [ 187,791 | 189,048 | 187,669 | 188,783 | 190,335
35 rdinary savings 33,739 | 33,018 X 36,739 | 37,717 | 38,467 | 39,370 | 40,558 | 41,326 | 41,967 | 42,178 | 41,928 | 41,767
36 Time ......... 104,732 | 103,311 | 101,125 | 101,240 | 100,809 | 100,604 | 100,922 | 100,896 | 100,308 | 100,607 | 100,604 | 102,603 | 105,133
37 Other ..., 3,1981 4,051 | 5,080 \ 58491 5056 | d4962| 5261 555 | 5,694 5,605 7 5,560
38 Other liabilities ..... o] 12,504 | 17,414 | 23,319 | 24,254 | 25,274 | 24,710 | 25,663 | 27,003 | 29,105 [ 30,436 | 30,515} 31,655 32,467
39 General reserve accounts ...... 10,510 | 12,823} 16,896 ] 17,146 | 18,105 | 18,236 | 18,486 | 18,830 | 19,423 | 19,603 | 19,549 | 19,718 | 20,471
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1986 1987
Account 1984 1985
Oct. Nov. Dec Jan. Feb. Mar. Apr. May June July Aug.
Credit unions*
40 Total assets/liabilities and capital. | 93,036 | 118,010 | 143,662 | 145,653 | 147,726 | 149,383 | 149,751 | 153,253 | 154,549 | 156,086 | 160,644
41  Federal.,................. 63,205 77,861 | 93,2571 94,638 1 95483 | 96,801 | 96,753 | 98,799 | 99,751 | 100,153 | 104,150
42 State............co00ee 29,831 40,149 | 50,405 | 51,015 | 52,243 52,586 | 52,998 | 54,454 | 54,798 | 55,933 | 56,494
43 Loans outstanding 62,561 | 73,513 | 83,388 | 84,635 | 86,137 | 85984 | 85,651 | 86,101 | 87,089 { 87,765 | 90,912 n.a n.a
44  Federal 42,337 47,933 | 53,434 | 53,877 ) S5,304 | 55,313 | 54912 | 55,118 { 55,740 | 55,952 | 58,4327
45  State..... 20,224 | 25,580 1 29,954 | 30,758 | 30,833 { 30,671 | 30,739 [ 30,983 § 31,349 | 31,813 | 32,480
46 Savings..... 84,348 | 105,963 ( 130,483 | 131,778 { 134,327 | 135,907 | 136,441 | 138,810 | 140,014 | 141,635 { 148,283
47 Federal 57,539 70,926 | 86,158 | 87,009 | 87,954 | 89,717 | 89,485 1,042 | 92,012 | 97,189} 96,137
48 State.............oiiiiinn 26,809 | 35,037 | 44,325 44,769 | 46,373 | 46,130 [ 46,956 | 47,768 | 48,0021 49,248 | 52,146
Life insurance companies
49 Assets ...l 722,979 | 825,901 | 914,223"| 925,475" ) 937,551 | 948,665 | 961,937 | 978,455 | 978,455 | 985,942 | 995,576 | 1,005,592 3
Securities

50 Government ......... 63,899 | 75,230 | 81,344"( 83,736"| 84,640 | 84,923 | 88,003 | 90,337 | 89,711 | 89,554 | 87,279 88,199
51 United States®. . .| 42,204 [ 51,700 | 55,4027 57,5337 59,033 | 59,596 | 62,724 | 65,661 | 64,621 | 64,201 | 61,405 62,461
52 State anﬁd local .......... 8,713 9,708 | 11,776"3 11,988"| 11,659 | 11,245 | 11,315 | 10,860 | 11,068 [ 11,208 | 11,485 11,277
53 Foreign®................ 12,982 | 13,822 | 14,1667 | 14,215"( 13,948 | 14,082 | 13,964 | 13,816 | 14,022 | 14,145 [ 14,389 14,461 n.a
54 Business.................. 359,333 | 423,712 | 482,040" | 490,091” [ 492,807 | 504,582 | 514,328 | 519,766 | 522,097 | 528,789 | 537,507 555,423
35 Bonds.................. 295,998 | 346,216 | 393,286" | 399,986" | 401,943 | 408,788 | 415,004 | 417,933 | 420,474 | 425,7 432,095 ,146
56 Stocks, . ooveiiinienns 63,335 | 77,496 | 88,754" ,105 ,864 | 95,794 1 99,324 ( 101,833 | 101,623 | 103,001 | 105,412 107,277
57 Mortgages ............0.0n 156,699 | 171,797 | 187,775" | 190,243 1 193,842 | 194,213 | 194,935 | 195,743 | 197,315 | 198,760 | 200,382 201,297
58 Realestate..............covvt 25,767 | 28,822 | 31,464"} 31,759| 31,615 | 31,718 2,003 | 31,834 | 32,011 32,149 | 32,357 32,699
59 Policy loans. .......o.oevvene 4,505 | 54,369 | 54,249 54,222"| 54,055 | 53,832 53,806 | 53,652 | 53,572 | 53,468 | 53,378 53,338
60 Other assets ................ 63,776 | 71,971 | 77,3517 75,424"| 80,592 | 79,397 | 78,842 | 82,105 | 83,749 | 83,222 | 84,390 85,420

1. Holdings of stock of the Federal Home Loan Banks are in ‘‘other assets.”

2. Includes net undistributed income accrued by most associations.

3. Excludes checking, club, and school accounts.

4. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons. .

5. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under “Bu:giqess" securities.

6. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.

NOTE; Savings and loan associations: Estimates by the FHLBB for all
associations in the United States based on annual benchmarks for non-FSLIC-
insured associations and the experience of FSLIC-insured associations.

FSLIC-insured federal savings banks: Estimates by the FHLBB for federal
savings banks insured by the FSLIC and based on monthly reports of federally
insured institutions.

Savings banks: Estimates by the National Council of Savings Institutions for all
savings banks in the United States and for FDIC-insured savings banks that have
converted to federal savings banks.

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

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



A28 Domestic Financial Statistics (1 January 1988

1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
Fiscal Fiscal Fiscal
Type of account or operation year year year 1987
1985 1986 1987
May June July Aug. Sept. Oct.
U.S. budget!
1 Receipts, total........ e 734,057 769,091 854,143 47,691 82,945 64,223 60,213 92,410 62,354
2 On-budget.... 547,886 568,862 640,741 30,205 64,222 47,880 43,511 73,755 45,992
3 Off-budget. ... 186,171 200,228 213,402 17,486 18,723 16,343 16,703 18,656 16,362
4 Qutlays, total ... 946,316 990,231" | 1,002,147 83,435 83,366 86,491 81,940 77,140 93,095
5 On-budget.... 769,509 806,733 808,315 66,389 66,221 70,806 65,071 60,497 76,918
6 Off-budget..........ocoovvviiiiniennn 176,807 183,498 193,832 17,046 17,145 15,685 16,869 16,643 16,185
7 Surplus, or deficit (~), total .............. ~212,260 | —221,140" | —148, -35,744 —-420 —22,268 -21,727 15,270 -30,741
8 On-budget.............coovviiiininnn —221,623 | 237,871 | -167,575 -36,184 ~1,998 ~22,926 ~21,561 13,257 —30,918
9 Off-budget.........cooovveviieiniinins 9,363 16,731 19,570 440 1,578 658 -1 2,013 176
Source of financing (total)
10  Borrowing from the public.............. 197,269 236,187 150,070 13,005 9,655 ~3,103 33,060 —8,060 27,282
11  Operating cash (decrease, or increase
e T SN 13,367 —14,324 -5,052 22,638 —6,966 20,655 —-3,219 -13,800 -1,879
12 Other... .. .o 1,630 =723 2,986 -1,478 -2,801 4,716 -8,115 6,590 5,338
MEeMo
13 Treasury operating balance (level, end of
FI0d) oo 17,060 31,384 36,436 33,106 40,072 19,417 22,635 36,436 38,315
14  Federal Reserve Banks. 4,174 7,514 9,120 6,383 13,774 5,365 3,764 9,120 8,898
15 Tax and loan accounts «........vavnenas 12,886 23,870 27,316 26,723 26,298 14,052 18,872 27,316 29,416

1. Inaccordance with the Balanced Budget and Emergency Deficit Control Act
of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are now shown as separate accounts under the
agencies that use the FFB to finance their programs. The act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal

disability insurance trust funds) off-budget.

2. Includes SDRs; reserve position on the U.S. quota in the IMF; loans to
international monetary fund; other cash and monetary assets; accrued interest
payable to the public; allocations of special drawing rights; deposit funds;

flaneous liabitity (i

ndi

checks outstanding) and asset accounts;

seigniorage; increment on gold; net gain/loss for U.S. currency valuation adjust-
ment; net gainfloss for IMF valuation adjustment; and profit on the sale of gold.
Reflecting the change in Monthly Treasury Statement classification, Table 2,
monthly data as well as fiscal year data now include monetary assets other than
operating cash with **other”, sources of financing, (line 12).
SOURCE. ‘‘Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government™ and the Budget of the U.S. Government,
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1.39 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of doilars

Calendar year
Fiscal Fiscal
Source or 1ype year year 1985 1986 1987 1987
1986 1987
H2 H1 H2 H1 Aug. Sept. Oct.
RecE(PTS
1 AILSOURCES .. ..o 769,091 854,143 364,790 394,345 387,524 447,282 60,213 92,410 62,354
2 Individual income taxes, net.............. 348,959 392,557 169,987 169,444 183,156 205,157 26,884 39,797 32,429
3 Withheld ... i 314,803 322,463 155,725 153,919 164,071 156,760 25,008 24,569 30,122
4  Presidential Election Campaign Fund . ... 36 33 6 31 4 30 1 0 1
S Nonwithheld...............cooviian 105,994 142,957 22,295 78,981 27,733 112,421 3,108 17,127 3,563
6 Refunds................coocie 71,873 72,896 8,038 63,488 8,652 64,052 1,233 1,899 1,256
Corporation income taxes
7 Gross receipts..........cooviiiiiniiiinn 80,442 102,859 36,528 41,946 42,108 52,396 2,549 21,636 3,633
8 Refunds...........c. .o 17,298 18,933 7,751 9,557 8,230 10,881 983 1,129 1,778
9 Social insurance taxes and contributions,
1T RN 283,901 303,318 128,007 156,714 134,006 163,519 25,712 25,403 217
10 Employment taxes and
contributions® ........ ... oo 255,062 273,185 116,276 139,706 122,246 146,696 21,447 23,788 20,797
11  Self-employment Baxes and
contributions® . ........ ... ... 11,840 13,987 985 10,581 1,338 12,020 0 1,590 0
12 Unemployment ingurance............... 24,098 25,418 9,281 14,674 9,328 14,514 3,912 1,246 950
13 Other net receipts’. ... .vvevnenins 4,742 4,15 2,458 2,333 2,429 2,310 354 368 430
14 EXCISE tAXeS .o vvvvvinniin e vninairns 32,919 32,510 18,470 15,944 15,947 15,845 2,698 2,808 2,574
15 Customs deposits. . ....o.ovvniieaiiiin, 13,327 15,032 6,354 6,369 7,282 7,129 1,370 1,278 1,317
16 Estate and gift taxes . . 6,958 7,493 3,323 3,487 3,649 3,818 587 587 608
17 Miscellaneous receipts® .................. 19,884 19,307 9,861 10,002 9,605 10,299 1,396 2,032 1,392
OutLAys
18 Alltypes.........ovvviiiiiiniiiinaiin. 990,231 1,002,147 487,201 486,058 505,448" 502,983 81,940 77,140 93,095
19 National defense ..................c000e 273,375 282,016 134,675 135,367 138,544 142,886" 24,387 22,132 25,928
20 International affairs. . 14,152 11,761 8,367 5,384 8,876 4,374" 146 1,712 1,004
21 General science, space, and technology .. .. 8,976 9,188 4,77 12,519 4,594 4,324 823 860 1,118
22 ENEIBY . .vcvveinivniiiani i 4,735 4,176 3,305 2,484 2,735 2,335 341 —-197 499
23 Natural resources and environment.....,.. 13,639 13,225 7,553 6,245 7,141 6,175 1,075 1,157 1,336
24 Agriculture ... 31,449 26,493 15,412 14,482 16,160 11,824 1,336 1,383 5,177
25 Commerce and housing credit............. 4,823 5,235 644 860 3,647 4,893 355 —547 1,625
26 Transportation .......ovviviviineivessons 28,117 26,228 15,360 12,658 14,745 12,113 2,405 2,505 2,306
27 Community and regional development .. ... 7,233 5,334 3,901 3,169 3,494 3,108 464 - 602 742
28 Education, training, employment, social
SEIVICES + v iercriniiiinniianns 30,585 28,721 14,481 14,712 15,287 14,182 2,757 2,178 2,455
29 Health........ooooiiiiiiiiiiii e 35,935 39,968 17,237 17,872 18,7957 20,318 3,419 3,332 3,613
30 Social security and medicare.............. 268,921 282,473 129,037 135,214 138,299 142,864 22,929 23,425" 26,320
31 INCOME SECUTTLY . vvvvervi v inns 119,796 123,499 59,457 60,786 60,628" 62,248 8,788 9,880 10,241
32 Veterans benefits and services ............ 26,356 26,801 14,527 12,193 14,447 12,264 1,121 2,168 3,645
33 Administration of justice .......... e 6,603 7,507 3,212 3,352 3,360 3,626 634 766 674
34 General government ... . 6,104 6,005 3,634 3,566 2,786 3,344" 598 379 -231
35 General-pur?ose fisca . 6,431 1,621 3,391 2,179 2,886" 37 62 428 241
36 Netinmterest” ................ I . 136,008 138,519 67,448 68,054 65,816 70,110 13,064 10,284 11,431
37 Undistributed offsetting receipts®. ......... -33,007 -36,622 | -17,953 -17,193 -17,376¢" | —18,104" -2,764 —4,106 —2,688
1. Old-age, disability, and hospital insurance, and railroad retirement accounts. 5. Net interest function includes interest received by trust funds,
2. Old-age. disability, and hospital insurance. 6. Consists of rents and royalties on the outer continental shelf and U.S.
3. Federal employee retirement contributions and civil service retirement and government contributions for employee retirement,
disability fund. Sources. U.S. Department of the Treasury, *‘Monthly Treasury Statement of
4. Deposits of earnings by Federal Reserve Banks and other miscellaneous Receipts and Outlays of the U.S. Government,"” and the U.S. Office of Manage-

receipts. ment and Budget, Budget of the U.S. Government, Fiscal Year 1988,
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1985 1986 1987
Item

June 30 | Sept. 30 | Dec. 31 Mar. 31 June 30 Sept. 30 | Dec. 31 Mar. 31 June 30

1 Federal debt outstanding .............cooviiivvnnns 1,779.0 1,827.8 1,950.3 1,991.1 2,063.6 2,129.5 2,2189 2,250.7 2,313.1
2 Public debt securities 1,774.6 1,823.1 1,945.9 1,986.8 2,059.3 2,125.3 2,214.8 2,246.7 2,309.3
3 Held by public.... 1,460.5 1,506.6 1,597.1 1,634.3 684.9 1,742.4 1,811.7 1,839.3 1,871.1
4 Heldbyagencies ...........c.oovviviiuiiinnn, 314.2 316.5 348.9 352.6 3744 382.9 403.1 407.5 438.1
5 ABencCy SecUrities .........ovvvvveveinins e 4.4 44 4.4 4.3 4.3 4.2 4.0 4.0 38
6 Held by public. ... 33 3.3 33 32 3.2 32 3.0 2.9 2.8
7 Held by agencies .................. v ereeen 1.1 1.1 1.1 1.1 1.1 1.1 11 11 1.0
8 Debt subject to statutory lmit. ..................... 1,775.3 1,823.8 1,932.4 1,973.3 2,060.0 2,110 2,200.5 2,224 2,295.0
9 Public debt securities. ..........c.o v iieciiiiiiiin 1,774.0 1,822.5 1,931.1 1,972.0 2,058.7 2,19.7 2,199.3 2,231.1 2,293.7
10 Other debt 13 1. 1.3 13 1.3 1.3 13 13 13
11 MEMO: Statutory debt himit .. .............0iel 1,823.8 1,823.8 2,078.7 2,078.7 2,078.7 2,111.0 2,300.0 2,300.0 2,320.0

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

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY
Billions of dollars, end of period

SOURCES. Treasury Bulletin and Monthly Statement of the Public Debt of the
United States.

Types and Ownership

1986 1987
Type and holder 1983 1984 1985 1986

Q3 Q4 Q1 Q2

1 Total gross publicdebt. ............ ...ttt 1,410.7 1,663.0 1,945.9 2,214.3 2,125.3 2,214.8 2,246.7 2,309.3
By type
2 Interest-bearingdebt ................ciiiiiiiiiii i 1,400.9 1,660.6 1,943.4 2,212.0 2,122.7 2,212.0 2,244.0 2,306.7
3 Marketable........... 1,050.9 1,247.4 14377 1,619.0 1,564.3 1,619.0 1,635.7 1,659.0
4 Bills............. 343.8 374.4 399.9 426.7 410.7 426.7 406.2 391.0
5 Notes.............. 573.4 705.1 812.5 27.5 896.9 927.5 955.3 984.4
6 Bonds............. 133.7 167.9 211.1 249.8 241.7 249.8 259.3 268.6
7 Nonmarketable! 350.0 413.2 505.7 593.1 558.4 593.1 608.3 647.7
8§  State and locaL government series 36.7 4.4 87.5 110.5 102.4 110.5 118.5 125.4
9 Foreignissues’ (... ....oiiiiiiiiiiiiiiiiiine 104 9.1 7.5 4.7 4.1 4.7 4.9 5.1
10 Government...... 10.4 9.1 7.5 4.7 4.1 4.7 4.9 5.1
11 Public ............. 0 .0 .0 0 0 0 0 .0
12 Savings bonds and notes. 70.7 73.1 78.1 90.6 85.6 9.6 93.0 95.2
13 Government account SEries’ ........civiiiiiiiiiiiiiiiiaiin, 2319 286.2 3322 386.9 365.9 386.9 391.4 421.6
14 Non-interest-bearingdebt..............oooii i, 9.8 23 25 28 2.6 2.8 2.7 2.6
By holder*

15 U.S. government agencies and trust funds ....................... 236.3 289.6 348.9 403.1 382.9 403.1 407.5 438.1
16 Federal Reserve Banks ............ooovveiniiiiiinnenns 151.9 160.9 181.3 2113 190.8 2113 n.a. 212.3
17 Private investorS. . ....oouvvt it iiaiiiiianinan, 1,022.6 1,212.5 1,417.2 1,602.0 1,553.3 1,602.0 1,641.4 1,657.7
Commercial banks .............oooiiiiiiiiiiin 188.8 183.4 192.2 232.1 212.5 232.1 232.0 237.1
19 Money market funds 228 259 25.1 28.6 24.9 28.6 18.8 20.6

20  Insurance companies 56.7 76.4 95.8 106.9 100.9 106.9 n.a. n.a.

21  Other companies........ 39.7 50.1 59.0 68.8 65.7 68.8 721 n.a

22 State and local Treasurys.........oovvevuvanen 155.1 179.4 n.a. n.a. n.a. n.a. n.a. na

Individuals

23 Savingsbonds ... 1.5 74.5 79.% 923 87.1 9.3 94.7 96.8
24 Other securities......... .. 61.9 69.3 75.0 65.6 68.7 65.6 63.3 63.4
25  Foreign and international® . 166.3 192.9 212.5 251.5 253.2 251.5 260.4 269.9

26 Other miscellaneous investors 259.8 360.6 n.a. n.a. n.a. n.a. n.a. n.a.

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds.

2. Nonmarketable dollar-d
ries held by foreigners.

3. Held almost entirely by U.S. Treasury agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. Treasury agencies and trust funds
are actual holdings; data for other groups are Treasury estimates,

d and foreign currency-denominated se-

5. Consists of investments of foreign and international accounts, Excludes
non-interest-bearing notes issued to the International Monetary Fund.

6, Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. Treasury deposit accoums and federallsy sponsored agencies.

Sources. Data by type of security, U Treasury Department, Monthly
graI;erglenl of the Pubhc Debt of the United States; data by holder. Treasury

ulletin,
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transaction®
Par value; averages of daily figures, in millions of dollars
1987 1987
Item 1984 1985 1986
Aug. Sept.” Oct. Sept. 23 | Sept. 30" | Oct. 7 | Oct. 14 | Oct. 21 | Oct. 28
Immediate delivery?
U.S. Treasury securities . ........ 52,7718 75,331 95,447 | 104,958" | 108,185 | 138,937 | 88,093 | 109,455 | 113,184 | 114,587 | 172,975 | 155,441
By maturity
2 s oo 26,035 32,900 34,249 35,761 35,683 41,000 | 25,521 38,150 33,760 33,508 51,411 45,443
3 Other within 1 year. . 1,305 1,811 2,115 2,937 2,992 4,405 2,809 3,660 3,439 3,219 4,680 5,378
4 1-Syears........... 11,733 18,361 24,667 28,363 27,377 41,107 | 20,543 31,013 31,329 33,932 50,106 48,013
5 5-10years............ .. 7,606 12,703 20,455 20,4007 | 25,973 34,061 | 23,663 22,720 29,536 29,127 42,385 36,646
6 Overl0years................ 6,099 9,556 13,961 17,497 16,160 18,365 | 15,559 13,912 15,120 14,802 24,393 19,961
By type of customer
7 U.S. government securities
dealers.................... 2,919 3,336 3,646 3,074 2,478 2,688 1,905 3,233 2,784 2,502 2,765 2,581
8 U.S. government securities
brokers ................... 25,580 36,222 49,368 57,4307 | 63,814 81,144 | 53,427 62,887 67,820 69,745 | 101,567 90,832
All others®. . ............ 24,278 35,773 42,218 43,778 41,240 54,085 | 32,761" 43,334 42,579 42,339 68,642 62,029
10 Federal agency securities 7,846 11,640 16,746 16,079 15,797 18,586 | 15,3127 13,229 15,839 15,095 21,460 20,205
11 Certificates of deposit .. ... 4,947 4,016 4,355 3,475 3,234 4,927 2,833 3,163 4,841 4,879 4,922 5,142
12 Bankers acceptances .. .. . 3,243 3,242 3272 2,765 2,799 3,362 2,426 2,773 3,565 3,066 3,466 3,320
13 Commercial paper.............. 10,018 12,717 16,660 15,606 16,155 19,394 | 15,711 16,725 20,359 17,441 20,631 18,752
Futures contracts’
14 Treasury bills.................. 6,947 5,561 3,31 2,786 2,748 4,056 1,889 2,926 1,756 2,575 7,183 4,072
15 Treasury coupons . 4,533 6,085 7,175 8,953 | 11,981 11,462 | 11,651 9,647 9,413 11,834 13,892 11,876
16  Federal agency secyrilies ....... 264 252 16 10 1 8 0 0 1] 0 2 30
Forward transactions
17 U.S. Treasury securities 1,364 1,283 1,876 1,697 788 2,653 503" 1,369 2,502 1,229 4,475 2,084
18  Federal agency securities 2,843 3,857 7,830 8,448" 8,292 7,676 8,437 6,146 5.877 8,602 9,783 7,054

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. Treasury
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
contracts.

2. Data for immediate transactions do not include forward transactions.

3. Includes, among others, all other dealers and brokers in commodities and

securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell secunties for delivery at a
future date.

5. Forward transactions are agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after § business days
from the date of the transaction for Treasury securities {Treasury bills, notes, and
bonds) or after 30 days for mortgage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing?

Averages of daily figures, in millions of dollars

1987 1987
Item 1984 1985 1986
Aug. Sept.” Oct. Sept. 30 | Oct. 7 Oct. 14 | Oct. 21 | Oct. 28
Positions
Net immediate?
1 U.S. Treasury securities.............. 5,429 7,391 13,055 | —10,684"| —23,337 | —15,435 | —28,447"( —20,140 | —19,751| —18,222 -7,332
2 Bills...o.ooiniiiiiiiiiiiienn 5,500 10,075 12,723 5,586 2,404 7,257 —423 3,915 4,107 7,151 12,428
3 Other within 1 year ... e 63 1,050 3,699 461 - 760 —620 —-825 =796 —819 -679 —349
4 1-5years ............ 2,159 5,154 9,297 | -6,009 | —10,137 —4,931 | —10,856"| —8,748 —8,695 -6,776 965
5 5-10years ........... ol ~-1,119 -6,202 -9,504 | -5,718"| -8,100 -8,724 -9,043| -7,571 -7,293 8,887 —10,335
6 OverlOyears .........ooevuuures -1,174 —2,686 -3,161 | ~5,004 —-6,745 -8,418] ~7,300 —6,941 -7,050 -9,030 | —10,041
7  Federal agency securities .. .......... 15,294 22,860 33,066 33,311 33,679 34,002 33,326 32,164 34,849 36,157 34,242
8  Certificates of deposit . .. 7,369 9,192 10,533 7,862 7,968 7,537 7,859 7,618 7,466 7,223 7,714
9  Bankers acceptances . ... v 3,874 4,586 5,535 3,444 3,016 2,87 s 3,243 2,760 2,282 2,950
10 Commercial paper .................. 3,788 5,570 8,087 5,800 6,388 7,426 5,821 6,170 6,154 7,317 9,299
Futures positions
11 Treasury bills........co..ovvvuiennn —4,525 -7,322 | —18,062 | -2,013 -~ 200 2,489 222 1,527 2,319 3,825 2,320
12 Treasury coupons o 1,794 4,465 3,489 6,275 7,295 8,812 6,085" 7,481 8,896 10,051 8,815
13 _ Federal agency securities . ........... 233 ~-722 ~153 -95 -9 -100 -96 -9 -96 -104 —105
Forward positions
14 U.S. Treasury securities............. -911 -2,304 | -1,873 —191 228 240" 933 -220| -1,580 1,079
15 Federal agency securities . ... -9,420 | —11,909 | —22,436 | -21,797 | —22,774 | —21,092 | —-22,471| -23,343 | -23,511| -22,871
Financing®
Reverse repurchase agreements*
16  Overnight and continuing ......... Lo 44,078 68,035 98,954 | 128,059 | 139,783 | 131,194 | 144,143 | 135,485 | 131,605 | 133,620 | 126,850
17 Term....ooooviiiinigiiiiininnnnenes 68,357 80,509 | 108,693 | 160,684 | 164,707 | 164,441 154,291 161,075 160,506 | 163,829 | 171,642
Repurchase agreementss
18 vernight and continuing ............ 75,717 101,410 | 141,735 | 174,219 | 182,494 | 177,013 | 179,279 | 178,623 | 175,346 | 181,217 { 175,048
19 Term....ovviiiiiiiiiiiinennnanns 57,047 70,076 02,640 | 127,429 | 125,741 | 123,372 | 120,288 | 121,016 | 117,922 | 122,567 | 131,033

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. Treasury
securities dealers on its published list of primary dealers.

Data for positions are averaﬁes of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis. Data for financing are in terms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on
a commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-
ties involved are not available for trading purposes. I diate paositions includ

reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities, Data for immediate positions do not include forward positions.

3. Figures cover financing involving U.S, Treasury and federal agency securi-
ties, negotiable CDs, bankers acceptances, and commercial ﬁaper.

4. Includes all reverse repurchase agreements, including those that have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.

5. Includes both repurchase agreements undertaken to finance positions and
“matched book’' repurchase agreements.

Nom.d Data on positions for the period May 1 to Sept. 30, 1986, are partially
estimated.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dollars, end of period
1987
Agency 1984 1985 1986
Apr. May June July Aug. Sept.
1 Federal and federally sponsored agencies .................... 271,220 | 293,905 | 307,361 | 306,909 | 308,547 | 310,854 | 313,859 | 316,940
2 Federal agencies ... .. [ EERE LR PR RPREPRRRRIRY: 35,145 36,390 36,958 36,531 36,587 36,968 36,963 37,845
3 Defense Department; 142 71 33 23 21 20 18 16
4  Export-Import Bank?®®. . 15,882 15,678 14,211 13,813 13,813 13,416 13,416 13,416
5  Federal Housing Admin on'..... 133 115 138 165 168 169 175 174 n.a
6 Government ?lational Mortgage Associ
certificates 2,165 2,165 2,165 1,965 1,965 1,965 1,965 1,965
7  Postal Service® 1,337 1,940 3,104 3,104 3,104 3,718 3,718 4,603
8 Tennessee Valley Authority ...... g .. 15,435 16,347 17,222 17,376 17,431 17,595 17,586 17,586
9  United States Railway Association® ...................... 51 K 85 85 85 85 85 85
10 Federally slgonsored ABENCIEST ...\ttt 237,012 | 257,515 | 270,553 | 270,378 | 271,960 | 273,886 | 276,896 | 279,095
11 Federal Home Loan Banks................c.couen 65,085 74,447 88,752 94,606 95,931 ,680 | 100,976 | 102,422 | 104,380
12 Federal Home Loan Mortgage Corporation 10,270 11,926 13,589 14,850 14,637 12,097 12,309 14,150 n.a.
13 Federal National Mortgage Association........... 83,720 93,896 93,563 89,741 90,514 91,039 91,637 91,568 92,618
14 Farm Credit Banks..........c.coovuiienvinenenn | 72,192 68,851 62,478 57,251 56,648 56,648 55,715 55,408 55,276
15  Student Loan Marketing Association® .................... 5,745 8,395 12,171 13,930 14,230 14,422 16,259 15,547 16,389
MEMO
16 Federal Financing Bank debt® . ... 145,217 | 153,373 | 157,510 | 157,177 | 157,331 | 157,506 | 157,302 | 158,117 n.a.
Lending to federal and federally sponsored
agencies
17 Export-Import Bank® .o 15,852 15,670 14,205 13,807 13,807 13,410 13,410 13,410
18 Postal Service®. ... ... ..o i 1,087 1,690 2,854 2,854 2,854 3,468 3,468 4,353
19 Student Loan Marketing Association . . 5,000 5,000 4,970 4,970 4,970 4,970 4,970 4,970
20 Tennessee Valley Authority ...... ¢ 13,71¢ 14,622 15,797 15,996 16,051 16,215 16,206 16,206 n.a
21 United States Railway Association® .. 51 74 85 85 85 85 85 85
Other Lending'®
22 Farmers Home Administration.................cooivnions 58,971 64,234 65,374 65,254 65,304 65,199 65,049 65,069
23 Rural Electrification Administration L 20,693 20,654 21,680 21,487 21,525 21,539 21,529 21,503
b B 01T PN 29,853 31,429 32,545 32,724 32,735 32,620 32,585 32,521

1. Consists of mortgages assumed by the Defense Department between 1957
and 1963 under family housing and homeowners assistance programs.

2. Includes participation certificates reclassified as debt beginning Oct. 1, 1976,

3, Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4, Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securities may be sold privately on the
securities market.

S. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Admin-
istration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Administration; and the Veterans
Administration.

6. Off-budget.

7. Includes outstanding noncontingent liabilities: notes, bonds, and deben-
tures. Some data are estimated.

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank (FFB).

9. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations issued, sold, or guaranteed by other federal agencies. Since FFB
incurs debt solely for the purpose of lending to other agencies, its debt is not
included in the main portion of the table in order to avoid double counting.

10. Includes FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being generally small, The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.
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1.45 NEW SECURITY ISSUES Tax-Exempt State and Local Governments
Millions of dollars

) ) 1987
Type of issue or issuer, 198¢ | 1985 | 1986
Mar. Apr. May June July Aug. Sept.” Oct.
1 All issues, new and l‘eflmt‘llngl ..................... 106,641 | 214,189 | 147,011 | 14,591 6,708 6,037 10,718 6,967 6,500 5,510 5,905
Type of issue
2 General obligation 26,485 | 52,622 | 46,346 3,853 3,363 2,872 3,329 2,238 1,975 1,755 1,213
3 Revenue ..... T 80,156 | 161,567 | 100,664 | 10,738 | 3,345 3,165 7,389 | 4,729 4,525 3,755 4,691
Type of issuer
4.8tate ... 9,129 | 13,004 | 14,474 1,217 419 1,002 1,138 834 398 535 385
5 Special district and statutory authority .| 63,550 134,363 | 89,997 | 10,004 | 4,665 | 3,019 6,453 1 3,951 | 4,508 3,712 | 4,502
6 }\f:nicipalities, counties, townships ................ 33,962 | 78,754 | 42,541 | 3,370 | 1,624 | 2,017 3,127 | 2,182 1,594 1,263 1,017
7 Issues for new capital, total ....................... 94,050 | 156,050 | 83,490 4,480 3,117 3,848 7,552 | 4,478 5,084 4,340 3,981
Use of proceeds
8 EAUCAtON .\.vivririiiee ittt iniaeinns 7,553 | 16,658 | 16,948 659 774 789 1,554 773 869 653 454
9 Transportation «........esveieuiiiienssienasions 7,552 12,070 | 11,666 111 98 194 705 647 226 311 137
10 Utilities and conservation .................c.u0.0s 17,844 | 26,852 | 35,383 444 571 561 1,410 835 462 603 662
11 Social Welfare ..........ooviiviriiiiiaiinnania.. 29,928 | 63,181 | 17,332 91 468 454 1,082 465 903 647 945
12 Industrial &id .. ..ovvrriiii i e e 15,415 | 12,892 5,594 368 33 161 401 457 1,591 300 532
13 Other purposes «........ccvevvvreeern,s e 15,758 | 24,398 | 47,433 | 1,907 | 1,295 1,689 2,399 | 1,301 1,033 1,826 1,251
1. Par amounts of long-term issues based on date of sale. Sources. Securities Data Company beginning 1986. Public Securities Associ-
2. Includes school districts beginning April 1986. ation for earlier data. This new data source began with the November BULLETIN,

1.46 NEW SECURITY ISSUES U.S. Corporations
Millions of dollars

¢ 1987
Type of issue or issuer,
or use 1984 1985 1986

. Feb. Mar. Apr. May June July Aug.” Sept.
1 Allissues’. . ....cccooveieiiiinnnnnn... 155,7417 | 239,015 | 423,726 | 27,048 37,953 23,735 19,969 28,445 27,394 | 21,869 29,069
2Bonds? ... 133,113 | 203,500 | 355,293 23,281 28,143 19,518 13,431 22,093 22,054 | 17,666 23,449

Tyﬂe of offering

3 Public, domestic ........ e nereees 74,175 | 119,559 | 231,936 | 20,274 23,388 17,634 11,394 20,564 19,028" | 14,833 21,800
4 Private placement, domestic® ........... 36,324 46,195 80,761 n.a. n.a, na, n.a. n.a. n.a. n.a. n.a.
5. Soldabroad ................oil 22,613 37,781 42,596 3,007 4,755 1,884 2,037 1,530 3,026 2,833 1,649

Industry group

g ganufacturing 32,804 63,973 91,548 4,253 7,180 2,734 5,035 4,104 5,552 3,337 3,506

cial and 14,792 17,066 40,124 1,884 4,261 1,683 754 2,061 1,037 1,281 1,479
8 Transportation 4,784 6,020 9,971 176 521 168 21 0 343 296 25
9 Public utility ... 10,996 13,649 31,426 2,715 794 1,370 572 2,091 1,654 1,533 1,652
10 Communication 3,400 10,832 16,659 410 710 175 138 205 119 856 930
11 Real estate and financial 66,336" 91,958 | 165,564 13,844 14,678 13,389 6,912 13,632 13,350 10,358 15,857
12 Stoeks® ..o e 22,628 35,515 68,433 3,767 9,810 4,217 6,538 6,352 5,340 4,203 5,620
Type
13 Preferred ..., 4,118 6,505 11,514 905 2,257 526 1,170 1,202 1,157 906 1,078
14 Common ....... e 18,510 29,010 50,316 2,862 7,553 3,691 5,368 5,150 4,183 3,297 4,542
15 Private placement”.............oooovvn | cenienn | i 6,603 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group

16 Manufacturing .. 4,054 5,700 15,027 814 2,016 653 1,066 1,438 1,046 370 948
17 Commercial and 6,277 9,149 10,617 437 2,366 2,203 1,516 1,353 879 996 681
18 Transportation . . 589 1,544 2,427 191 299 230 3 492 379 0 11
19 Public utility ... 1,624 1,966 4,020 509 907 297 374 329 472 85 522
20 Communication ........cvvviriiniuiins 419 978 1,825 9 57 18 200 199 294 277 75
21 Real estate and financial................ 9,665 16,178 34,517 1,807 4,165 816 3,379 2,541 2,270 2,475 3,383

1. Figures which represent gross proceeds of issues maturing in more than one 2. Monthly data include only public offerings.

car, are principal amount or number of units muitiplied by offering price. 3. Data are not available on a monthly basis.

xcludes secondary offerings, employee stock plans, investment companies other Sources. IDD Information Services, Inc., U.S. Securities and Exchange
than closed-end, intracorporate transactions, equities sold abroad, and Yankee Commission and the Board of Governors of the Federal Reserve System.

bonds. Stock data include ownership securities 1ssued by limited partnerships.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1987
Item 1985 1986
Feb. Mar. Apr. May June July Aug.” Sept.
INVESTMENT COMPANIES'
1 Sales of own shares® ............cocoeiiniriinninieas 222,670 | 411,751" | 36,307 40,378 42,857 28,295 28,637 27,970 26,455 24,834
2 Redemptions of own sharess. ......... s 132,440 | 239,394 21,576 24,730 37,448 23,453 23,693 22,807 22,561 28,323
3 Nt SAIES . v vt e it vttt e e e 90,230 | 172,357" | 14,731 15,648 5,409 4,842 4,944 5,763 3,894 | —3,489
4 OASSRSt L 251,695 | 424,156 | 490,643 | 506,752 | 502,487 | 500,634 | 516,866 | 531,022 | 539,171 | 521,007
5 Cash position® . ........oiiiii s 20,607 [ 30,716 | 35,279 | 37,090 | 43,009 | 39,158 | 41,467 | 41,587 | 40,802 | 42,371
L0 T T S 231,088 | 393,440 | 455,364 | 469,662 | 459,478 | 461,476 | 475,099 | 489,435 | 498,369 | 478,636

1. Excluding money market funds.

2. Includes reinvestment of investment income dividends. Excludes reinvest-
ment of capital gains distributions and share issue of conversions from one fund

to another in the same group.

3, Excludes share redemption resulting from conversions from one fund to

another in the same group. i
4. Market value at end of period, iess current liabilities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION
Billions of dollars; quarterly data are at seasonally adjusted annual rates.

5. Also includes all U.S. government securities and other short-term debt
securities.

NOTE. Investment ComPany Institute data based on reports of members, which
comprise substantially all open-end investment companies registered with the
Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1985 1986 1987
Account 1984 1985 1986

Q4 Q1 Q Q3 Q4 Q1 Q2 Q3

1 Corporate profits with inventory valuation and
capital consumption adjustment................. 266.9 277.6 284.4 277.8 288.0 282.3 286.4 281.1 294.0 296.8 313.7

2 Profits before tax.............cooiieiii 239.9 | 2248 | 2319 | 2335 | 2189 | 2244 | 2363 | 2479 | 257.0 | 2687 | 282.1
3 Profits tax liability. . ... 93.9 9.7 | 105.0 1 98.1 | 102.1 | 1061 | 1139 128.0 | 1342 | 1406
4 Profitsaftertax .............ooc i 1461 | 128.1 | 1268 | 1344 | 1209 | 1223 | 1302 | 1340 } 129.0 | 1345 ] 1415
5 DIvIdends ...t 79.0 81.3 86.8 81.7 84.3 86.6 7.7 88.6 90.3 92.4 95.2
6 Undistributed profits ...................oiies 67.0 46.8 40.0 52.7 36.6 35,7 42.5 45.4 38.7 4.1 46.3
7 Inventory valuation, ... -5.8 —.8 6.5 [ -938 17.8 113 60 | -89 | -11.3 | -200 | -16.1
8 Capital consumption adjustment .................... 32.8 3.5 46.0 54.2 51.3 46.7 44.0 42.1 48.2 48.0 47.7

SOURCE, Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities®

Billions of dollars, except for ratio

1985 1986

Account 1980 1981 1982 1983 1984
Q Q Q3 Q4 Q1

1 Current assets 1,328.3 1,419.6 1,437.1 1,565.9 1,703.0 1,722.7 1,734.6 1,763.0 1,784.6 1,798.7

2Cash.......ooovvvviiiines 127.0 135.6 1478 171.8 173.6 167.5 167.1 176.3 189.2 195.3
3 U.S. government securities .. .. 18.7 17.7 23.0 31.0 36.2 35.7 35.4 32,6 33.0 31.0
4 Notes and accounts receivable ..... . 507.5 532.5 517.4 583.0 633.1 650.3 654.1 661.0 671.5 663.4
5 Inventories ...........oiiiiniiiiis . 543.0 584.0 579.0 603.4 656.9 665.7 666.7 675.0 666.0 679.6
6 Other ...unvvriininin i eiiriaranns 1321 149.7 169.8 186.7 203.2 203.5 211.2 218.0 2249 226.3
7 Current liabilitles .. ........................ 890.6 971.3 986.0 1,059.6 1,163.6 1,174.1 1,182.9 1,211..9 1,233.6 1,222.3
8 Notes and accounts payable ................ 514.4 547.1 550.7 595.7 647.8 636.9 651.7 670.4 682.7 668.4
GOther .....ovviriiii i 376.2 424.1 435.3 463.9 515.8 5371 531.2 541.5 550.9 5539
10 Net working capital ...................... 437.8 448.3 4511 5163 539.5 548.6 551.7 551.1 §51.0 573.4
11 Memo: Current ratio? ., ...ovveerrninennns 1.492 1.462 1.459 1.487 1.464 1.467 1.466 1.455 1.447 1.469
1. For a description of this series, see ‘‘Warking Capital of Nonfinancial 2. Ratio of total current assets 1o 1otal current liabilities.
Corporations’” in the July 1978 BULLETIN, pp. 533-37. Data are not currently SouRck. Federal Trade Commission and Bureau of the Census.

available after 1986:1,

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1986 1987
Industry 1985 1986 1987
Q1 Q2 Q3 Q4 Q Q2 Q3! Q4!

1 Total nonfarm business................. 387.13 379.47 389.07 350.04 376.21 375.50 386.09 374.23 377.65 398.04 406.37

Manufacturing
2 Durable goods industries............... 73.27 69.14 71.23 68.71 68.56 69.42 69.87 70.47 68.76 73.24 72.44
3 Nondurable goods industries ........... 80.21 73.56 75.17 76.39 73.62 70.01 74.20 70.18 72.03 7.3 81.22

Nonmanufacturing
4 ¥ining I T L R T TR RO 15.88 11.22 10.75 13.13 11.29 10.14 10.31 10.31 11.02 11.06 10.60

rans|

5 Railroa 7.08 6.66 6.29 6.50 6.70 7.02 6.41 5.55 5.77 6.79 7.05
6 Air.... 4.79 6.26 6.70 6.53 5.87 5.78 6.84 7.46 572 6.62 7.02
7  Other 6.15 5.89 6.52 5.47 5.83 6.01 6.25 5.97 6.19 7.05 6.88

Public utilities
8§ EBlectric ........ooiiiiiiiie 36.11 3391 31.96 34.25 33.77 33.81 33,78 30.85 3113 32.93 32.95
9  Gas and other.....,. 1271 12.47 12.56 12.92 12.66 12.00 12,34 12.75 12.35 12.66 12.49
10 Commercial and other? 150.93 160.38 167.89 156.14 157.91 161.31 166.08 160.70 164.69 170.46 175.70

ATrade and services are no longer being reported separately. They are included . 2, “Other™ consists of construction; wholesale and retail trade: finance and
in Commercial and other, line 10. insurance; personal and business services; and communication,
1. Anticipated by business, SOURCE. Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities
Billions of dollars, end of period
1986 1987
Account 1983 1984 1985
Q1 Q2 Q3 Q4 Q1 Q2 Q
ASSETS
Accounts receivable, gross
1 CONSUMET. .. v it it i 83.3 89.9 113.4 117.2 125.1 137.1 136.5 133.9 138.07 144 .4
2 Business.....c.o..oviiiinns 113.4 137.8 158.3 165.9 167.7 161.0 174.8 182.8 189.0 188.7
3 Real estate . .. 20.5 23.8 28.9 29.9 30.8 2.1 33.7 35.1 369 38.3
4 Total...... . 217.3 251.5 300.6 312.9 323.6 330.2 345.0 351.8 363.9 371.5
Less:
5 Reserves for unearned income., . 30.3 33.8 39.2 40.0 40.7 42.4 41.4 40.4 41.2 4238
6 Reserves for losses.............. 37 4.2 4.9 5.0 5.1 5.4 5.8 5.9 6.2 6.6
7 Accounts receivable, net...........cooiiae 183.2 213.5 256.5 268.0 2778 282.4 297.8 305.5 316.5" 322.1
B Alother. ... ..ot 34.4 35.7 45.3 48.8 48.8 59.9 57.9 59.0 5.7 65.0
O Total ASSRLS . . ...\ vvvevervis e 217.6 249.2 301.9 316.8 326.6 3423 355.6 364.5 374,27 387.1
LIABILITIES
10 Bankfoans........c..oovviiiiiineniiiiiinon 18.3 20.0 20.6 19.0 19.2 20.2 22.2 17.3 17.2 16.2
11 Cogmercial [11:0.7-) N 60.5 73.1 99.2 104.3 108.4 112.8 117.8 119.1 120.4" 123.5
Debt
12 Other short-term. . .......voviirvuvneiininias 11.1 12.9 12,5 13.4 154 16.0 17.2 21.6 24.4 26.9
13 Long-term ......... P 67.7 77.2 93.1 101.0 105.2 109.8 115.6 118.4 121.5" 128.0
14 All other liabilities ...........c.ccoviviviiiiin, 31.2 34.5 40.9 42.3 40.1 44.1 43.4 46.3 48,3 48.7
15 Capital, surplus, and undivided profits ............ 28.9 3Ls 35.7 36.7 384 39.4 39.4 41.8 2.3 43.8
16 Total Habilitles and capital. . ...................... 217.6 249.2 301.9 316.8 326.6 3423 355.6 364.5 374.27 387.1
NoTE. Components may not add to totals because of rounding.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts re- Extensions Repayment
Accounts ceivable pay s
receivable
Type Otgstanding 1987 1987 1987
1987
July Aug. Sept. July Aug. Sept. July Aug. Sept.
LT Total L. e 188,711 3,403 1,400 1,754 | 29,883 | 29,862 | 30,294 | 26,480 | 28,282 | 28,540
Retail financing of instaliment sales
2 Automotive {commercial vehicles) .................... ... 32,181 879 1,206 —16 1,318 1,351 1,365 438 145 1,382
3 Business, industrial, and farm equipment .................. 24,070 502 65 529 | 1,865 1,644 1,688 1,363 1,579 1,158
Wholesale financing
4 AUtOMOLIVE ..\ ettt i s 21,901 -173 | ~1,572 | —1,029 | 10,704 | 11,335 { 10,810 | 10,877 | 12,907 | 11,839
5 Equipment . 5,517 94 73 -1 624 601 710 530 528 711
6 Allother..... ..o e 8,782 127 152 223 | 3,186 3,251 3,251 3,059 3,100 3,028
Leasing
T AUIOMONVE ..ttt ittt i 21,556 410 560 5§61 1,357 1,086 1,340 947 526 779
8 Equipment.............iiiiiiiii i s 40,682 332 280 422 | 1,128 1,403 952 796 1,123 530
9 Loans on commercial accounts receivable and factored com-
mercial accounts receivable .......... ... i ie e 18,110 853 331 248 | 8,344 7,712 8,488 7,490 7,382 8,240
10 All other business credit. . ...........ooiiiiiiiiiii 15,912 379 306 817 | 1,358 1,298 1,690 979 992 873

These data also appear in the Board’s G.20 (422) release. For address, see

inside front cover.

1. Not seasonally adjusted.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted.

1987
Item 1984 1985 1986
Apr. May June - July Aug, Sept. Oct.
Terms and vields in primary and secondary markets
PRIMARY MARKETS
Convesnlnnal mortgages on new homes
Terms
1 Purchase price (thousands of dollars).............. 96.8 104.1 118.1 136.9 1329 131.8 134.6 141.2 140.2 143.9
2 Amount of loan (thousands of dollars)............. 73.7 77.4 86.2 100.9 99.0 97.5 99.4 102.6 100.8 105.3
3 Loan/price ratio (percent).......oovvievieiinnn.. 78.7 77.1 752 75.2 76.1 75.9 75.4 75.0 74.6 75.1
4 Maturity (years) ...........ooiieuvennns IRTRRS 27.8 26.9 26.6 27.1 28.0 28.0 27.9 27.8 27.3 28.4
5 Fees and charges (percent of loan amount}. ....... 2.64 2.53 2,48 2.23 2.26 2.40 2.42 2.19 2.08 2.36
6 Contract rate (percent per annum) ................ 11.87 11.12 9.82 8.84 8.99 9.05 9.01 9.01 9.03 8.87
Yield (percent per year)
7 FHLBB series”..........cocovviiiiiniiieinnns 12.37 11.58 10.25 9.21 9.37 9.45 9.41 9.38 9.37 9.26
8 HUD series® .....ouevnrnineiiieieeneniinnennnn. 13.80 12.28 10.07 10.11 10.44 10.29 10.22 10.37 10.86" n.a.
SECONDARY MARKETS
Yield (percent per year)
9 FHA mortgages (lb-lUD SEMES)® vttt 13.81 12.24 9.91 10.02 10.61 10.33 10.38 10.55 10.71" n.a.
10 GNMA securities® ..o 13.13 11.61 9.30 8.85 9.40 9.50 9.59 9.77 10.40 10.53
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
B 0 1 - 83,339 94,574 98,048 | 94,404 94,064 94,064 94,154 94,600 94,884 95,097
12 FHA/V A-insured 35,148 34,244 29,683 | 21,765 21,999 21,892 21,730 | 21,555 21,620 21,481
13 Conventional ...........ccovviiiiiiiiininionnn. 48,191 60,331 68,365 | 72,639 72,065 72,173 72,424 | 73,045 73,264 73,617
Mortgage transactions (during period)
14 Purchases.........cocvniiiinnnenionianeannns 16,721 21,510 30,826 2,118 1,718 1,690 1,569 1,613 1,743 1,278
Morigage commitments’
15 Contracted (during period) .............coovine 21,007 20,155 32,987 3,208 1,726 1,745 2,373 2,276 1,842 1,566
16 Outstanding (end of period) ...................... 6,384 3,402 3,386 4,421 4,410 4,448 5,071 5,690 5,627 5,046
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
Total 9,283 12, 399 13,517 | 12,492 12,442 12,598 12,834 12,924
910 841 746 708 688 382 684 679"
8,373 11,559 12,771 | 11,784 11,754 11,903 12,150 12,245"
Morigage transactions (during permd)
20 Purchases, 21,886 44,012 | 103,474 9,777 7,995 7,864 7,252 5,031" n.a. n.a.
21 Sales ..... 18,506 38,905 | 100,236 9,848 7,767 7,447 6,831 4,723"
Mortgage commitments®
22 Contracted (during period) ..............coiiin 32,603 48,989 | 110,855 8,408 7,182 7,330 5,611 4,506

1. Weighted averages based on sample surveys of mortgages originated bK
major institutional lender groups; compiled by the Federal Home Loan Ban
Board in cooperation with the Federa] Deposit lnsurance Corporatlon

2. Includes all fees, commissions, discounts, and *'points’ paid (by the
borrower or the seller) to obtain 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-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable 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 averages of Friday figures from the
Wall Street Journal.

7. Includes some multifamily and nonprofit hospital loan commitments in
addition to 1- to 4-family loan commitments accepted in FNMA’s free market
auction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans.

9. Includes conventional and government-underwritten loans. FHLMC’s mort-
gage commitments and mortgage transactions include activity under mortgage/
securlltles swap programs, while the corresponding data for FNMA exclude swap
activity



1.54 MORTGAGE DEBT OUTSTANDING!
Millions of dollars, end of period

Real Estate  A39

1986 1987
Type of holder, and type of property 1984 1985 1986
Q3 Q4 Q1 QY Q¥
|

T AIROIENS. .. ..ottt 2,035,238 | 2,269,173 | 2,566,73 2,471,574 | 2,566,734" | 2,662,331" | 2,754,471 | 2,827,622

2 1-todfamily ... 1,318,545 | 1,467,409 | 1,666,421 | 1,607,799 | 1,666,421 | 1,712,109" | 1,778,306 | 1,830,432

3 Multifamily . 85,604 214,045 246,984" 237,661 246,984" 57,286" 266,383 72,757

4 Commercial . 419,444 482,029 556,569 526,535 556,569" |  599,384" 617,627 633,167

S FAMIN Lottt e e 111,645 105,690 96,76(" 99,579 96,760" 93,552 92,155 91,266

6 Selected financial institutions .. .............c. ool 1,269,702 | 1,390,394 | 1,507,289 [ 1,464,213 | 1,507,289" | 1,560,403 { 1,607,771 | 1,646,764

7  Commercial banks e 379,498 429,196 502,534 474,658 502,534 519,474" 544,381 563,553

8 1- to 4-family ..... e 196,163 213,434 235,814 228,593 235,814 243,518" 255,672 264,983

9 Multifamily ....... AR 20,264 23,373 31,173 28,623 31,173 29,5157 30,496 30,995
10 Commercial ...... . 152,894 181,032 222,799 204,996 222,799 233,234" 244,385 253,261
11 Farm .o e 10,177 11,357 12,748 12,446 12,748 13,207 13,828 14,314
12 Savings instIWtions’ . ... .ot iiei e 709,718 760,499 777,312 772,175 777,312 810,099" 826,110 840,251
13 I-todfamily .....ooi v . 528,791 554,301 558,412 557,938 558,412 557,234" 569,594 580,605
14 Multifamily . ............cooi i . 75,567 89,739 97,059 94,227 97,059 103,791" 105,871 107,629
15 Commercial .......ooovviiiiiii . 104,896 115,771 121,236 119,406 121,236 148,274" 149,842 151,213
16 Farm ..............e. . . 464 688 605 604 605 800 803 804
17 Life insurance companies 156,699 171,797 1938427 185,269 193,842" | 195,743 200,382 204,632
18 1- to 4-family 14,120 12,381 12,827 12,927 12,827 12,903 12,745 12,745
19 Multifamily . 18,938 19,894 20,952" 20,709 20,952" 20,934" 21,663 21,863
20 Commercial . 111,175 127,670 149,111" 140,213 1491117 151,4207 155,611 159,811
21 Farm ..o s . 12,466 11,852 10,952 11,420 10,952 10,486" 10,363 10,213
22 Finance compames ................................... 23,787 28,902 33,601 32,111 33,601 35,087 36,898 38,328
23 Federal and related agencies...........ovvviiiiaiuinionenns 158,993 166,928 203,800 159,505 203,800 199,509 196,514 191,561
24  Government National Mortgage Association . ,301 473 889 887 889 687 667 654
25 l-todfamily ........ .. i 585 39 47 48 47 46 45 44
26 Muitifamily .., .......... 1,716 934 842 839 842 641 622 610
27  Farmers Home Administration 1,276 733 48,421 457 48,421 48,203 48,085 42,978
28 1- to 4-family . 213 183 21,625 132 21,625 21,390 21,157 18,111
29 Multifamily . ........ . 119 113 7,608 57 7,608 7,710 7,808 7,903
30 Commercial ........ .. 497 159 8,446 115 8,446 8,463 8,553 6,592
31 2T 12 447 278 10,742 153 10,742 10,640 10,567 10,372
32 Federal Housing and Veterans Administration............. 4,816 4,920 5,047 4,966 5,047 5,177 5,268 5,175
33 L-tod-family ....ovvei . 2,048 2,254 2,386 2,331 2,386 2,447 2,531 2,435
34 Multifamily . ..o 2,768 2,666 2,661 2,635 2,661 2,730 2,737 2,740
35  Federal National Mortgage Association............. 87,940 98,282 97,895 97,7117 97,895 95,140 94,064 94,884
36 1-tod-family ... v . 82,175 91,966 50,718 90,508 90,718 88,106 87,013 87,901
37 Multifamily . .......... 5,765 6,316 7,177 7,209 7,177 7,034 7,051 6,983
38  Federal Land Banks . 52,261 47,498 39,984 42,119 39,984 37,362 35,833 34,930
39 1- to 4-family ......... . 3,074 2,798 2,353 2,478 2,353 2,198 2,108 2,055
40 4235 1+ U . 49,187 44,700 37,631 39,641 37,631 35,164 33,725 32,875
41  Federal Home Loan Mortgage Corporation ... .. 10,399 14,022 11,564 13,359 11,564 12,940 12,597 12,940
42 1- to 4-family 9,654 11,881 10,010 11,127 10,010 11,774 11,172 11,570
43 Multifamily . ...... - 745 2,141 1,554 2,232 1,554 1,166 1,425 1,370
44 Mortgage pools or trusts® 332,057 415,042 529,763 522,721 529,763 571,705 612,340 641,239
45  Government National Mortgage Association. . . 179,981 212,145 260,869 241,230 260,869 277,386 290,444 302,016
46 I-todfamily ... .. 175,589 207,198 255,132 235,664 255,132 271,065 283,357 294,647
47 Multifamily .. ..o s .. 4,392 4,947 5,737 5,566 5,137 321 7,087 7,369
48  Federal Home Loan Mortgage Corporation .. 70,822 100,387 171,372 146,871 171,372 186,295 200,284 208,350
49 1- 10 4-family ..o ovovini e . 70,253 99,515 166,667 143,734 166,667 180,602 194,238 201,786
50 Multifamily ..o .. 569 872 4,705 3,137 4,705 5,693 6,046 6,564
51  Federal National Mortgage Association............... .. 36,215 54,987 97,174 86,359 97,174 107,673 121,270 130,540
52 1-to 4family ..ot e 35,965 54,036 95,791 85,171 95,791 106,068 119,617 128,770
53 Multifamily ... ... coov e 250 951 1,383 1,188 1,383 1,605 1,653 1,770
54  Farmers Home Administration”...................... ... 45,039 47,523 348 48,261 348 351 342 333
55 1- to 4-family ............. .. 21,813 22,186 142 21,782 142 154 149 144
56 Multifamily . ............ .. 5,841 6,675 0 7,353 0 0 0 \]
57 Commercial ............ RPN 7,559 8,190 132 8,409 132 127 126 124
58 22 Y 9,826 10,472 74 10,717 74 70 67 65
59 Individuals and others’ 274,486 296,809 325,882 325,135 325,882 330,714 337,846 348,058
60 l-tod-family ............... 154,315 165,835 180,896 183,255 180,896 179,517 182,010 186,308
61 Multifamily................. 48,670 55,424 66,133 63,886 66,133 70,146 73,924 76,961
62 Commercial .................. 42,423 49,207 54,845 53,396 54,845 57,866 59,110 62,166
63 FAIM ...t e 29,078 26,343 24,008 24,598 24,008 23,185 22,802 22,623

1. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve. Multifamily debt refers
to loans on structures of five or more units.

2. Includes loans held by nondeposit trust companies but not bank trust
departments.

3. Includes savings banks and savings and loan associations. Beginning 1987:1,
data reported by FSLIC-insured institutions include foans in process and other
contra assets,

4. Assumed to be entirely 1- to 4-family loans.

5. FmHA-guaranteed securities sold to the Federal Financing Bank were
reallocated from FmHA mortgage pools to FmHA mortgage holdings in 1986: 4,

because of accounting changes by the Farmers Home Administration.

6. Outstanding principal balances of mortgage pools backing securities insured
or guaranteed by the agency indicated.
7. Other holders include mortgage companies, real estate investment trusts,
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.
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1,55 CONSUMER INSTALLMENT CREDIT'# Total Outstanding, and Net Change, seasonally adjusted

Millions of dollars

1987
Holder, and type of credit 1985 1986
Jan. Feb. Mar. Apr. May June July Aug.” Sept.
Amounts outstanding (end of period)
TTotal ... oviiiiii e 522,805 | 577,784 | 578,578 | 579,591 | 579,913 | 583,595 | 583,276 | 587,821 | 591,175 | 596,182 | 602,243
By major holder
2 Commercial banks ,................... 242,084 | 261,604 | 261,694 | 262,105 | 261,933 | 263,433 | 263,463 | 264,396 | 265,085 | 265,893 | 269,132
3 Finance companies 136,494 | 135,802 | 136,009 | 136,050 | 137,091 | 136,398 | 138,038 | 138,745 | 140,689 | 142,648
4 Creditunions........... 77,857 78,284 | 78,492 78,569 79,255 79,476 80,585 81,492 82,486 83,084
5 Retailers” ............ 40,586 40,617 ,64- 40,469 40,467 40,318 40,287 40,364 40,391 40,482
6 Savings institutions ... 58,037 58,906 59,031 59,488 59,826 60,045 60,983 61,910 63,080 63,193
7 Gasoline companies ................... ,235 3,205 3,276 3,31 3,405 3,522 3.576 3,532 3,580 3,643 3,703
By major type of credit
8 Automobile ...l 208,057 | 245,055 | 245,472 | 246,064 | 246,290 | 247,663 | 247,578 | 250,130 | 250,980 | 254,013 | 257,255
9  Commercial banks 93,003 | 100,709 | 101,389 | 101,688 | 101,528 | 101,781 | 102,189 | 102,810 | 102,829 | 103,382 | 104,593
10  Credit unions. .. 35,635 39,029 39,243 9,34 39,386 39,730 39,841 40,396 40,851 41,349 41,649
11  Finance compani 70,091 93,274 92,617 92,780 93,032 93,738 93,089 94,270 94,455 96,193 97,900
12 Savings institutions ................. 9,328 12,043 12,223 12,249 12,344 12,414 12,459 12,654 12,846 13,089 13,113
13 ReVOIVINE. . cvvvivviunienienininanin, 122,021 § 134,938 | 134,916 ; 135,663 | 135,166 | 136,706 | 136,869 | 137401 | 138,741 i 139,837 { 141,861
14  Commercial banks .. .. e 75,866 85,652 85,395 86,053 85,567 86,929 87,133 87,590 88,685 89 535 91,401
15  Retailers............. 34,695 36,240 36,277 36,308 36,141 36,139 36,009 35,971 36,021 36,022 36,087
16  Gasoline companies ., . 4,235 3,208 3,276 3,311 3,405 3,522 3,576 3,532 3,580 ,643 3,703
17 Savings institutions ... 5,705 7,713 7,829 7,845 7,906 7,951 7.980 8,105 8,228 8,383 8,398
18 Creditunions....................00e 1,520 2,128 2,139 2,145 2,147 2,166 2,172 2,202 2,227 2,254 2,271
19 Mobilehome ...............ooviiiinn 25,488 25,710 25,852 25,789 25,614 25,626 25,542 25,685 25,860 25,695 25,600
20 Commercial banks . ... 9,5 y 8,787 8,739 8,725 8,69 8,615 8,609 8,626 8,518 8,450
21  Finance companies. ... 9,391 9,028 9,077 9,045 8,823 8,816 8,785 8,807 8,839 8,623 8,580
22  Savings institutions 6,559 7,870 7,988 8,005 8,067 8,112 8,142 8,269 8,395 8,55 ,569
23 0ther......ooo i 167,239 | 172,081 | 172,338 | 172,076 | 172,844 | 173,600 | 273,287 | 174,605 | 175,594 | 176,637 | 177,527
24  Commercial banks .. 63,677 66,431 66,122 65,625 66,113 66,026 65,527 65,387 64,945 64,458 64,687
25  Finance companies. . 33,588 34,192 34,108 34,183 34,196 34,537 34,524 34,962 35,452 35,874 36,168
26  Credit unions......... 34, 36,700 36,901 36,999 37,036 37,359 37,463 37,986 38,413 38,882 39,164
27 Retailers............. 4,169 4,346 4,340 4,336 4,327 4,328 4,310 4,315 4,343 4,369 4,395
28  Savings institutions 30,841 30, 1412 30,867 30,932 31,172 31,349 31,463 31,955 32,441 kX] 054 33,113
Net change (during period)
0 Total ....ov e 76,622 54,979 794 1,013 322 3,682 -39 4,545 3,354 5,007 6,061
By magjor holder
30 Commercial banks2 32,926 19,520 90 411 -172 1,500 30 933 689 808 3,239
31 Finance companies 23,566 23,424 —692 207 41 1,041 —693 1,640 707 1,944 1,959
32 Creditunjons........... 6,493 5,738 427 208 77 686 221 ,109 907 994 598
33 Retailers® .............. 1,660 1 Ny 31 27 -175 -2 —-149 -31 77 27 91
34 Savmgs institutions 12,103 5,604 869 125 457 338 219 938 927 1,170 113
35 Gasoline companies -126 ~1,030 ! 35 94 117 54 —44 48 63 60
By major type of credit
36 Automobile ...l 35,705 36,998 417 592 226 1,373 —85 2,552 850 3,033 3,242
37 Commercial banks .. .. ,706 680 299 - 160 253 408 621 19 553 1,211
38 Credit unions......... ,394 214 104 39 344 111 558 455 498 300
39  Finance companies. ... 23,183 —657 163 252 706 — 649 1,181 185 1,738 1,707
40  Savings institutions 2,715 180 26 95 70 45 195 192 243 24
41 Revolving........ooviiviiniiininnnn, 12,917 -22 747 —497 1,540 163 532 1,340 1,096 2,024
42 Commercial banks . ... 9,786 —-257 658 — 486 1,362 204 457 1,095 850 1,866
43 Retailers............. 1,545 37 31 -167 -2 -130 -38 50 1 65
44  Gasoline companies . .. -1,030 71 35 94 117 54 —44 48 63 60
45  Savings institutions ... 2,008 116 16 61 45 29 125 123 155 15
46 Creditunions...........ovvvevienons 608 1 6 2 19 6 30 25 27 17
47 Mobilehome ... 778 222 142 -63 -175 12 -84 143 175 ~165 -95
48  Commercial banks -85 —726 -25 —48 ~14 ~27 -83 ~6 17 —108 —68
49  Finance companies. . — 405 -1363 49 -32 -2 -7 =31 22 32 —-216 —43
50  Savings institutions ................. 1,268 1,311 118 17 62 45 30 127 126 159 15
S1Other.......oooviiiiiiiiini i 17,738 4,842 257 -262 768 756 -313 1,318 989 1,043 890
52 Commercial banks . ... 6,187 2,754 -309 —497 488 -87 - 499 -140 ~442 - 487 229
53 Finance companies. ... 6,131 604 - 75 13 341 -13 438 490 422 294
54  Creditunions......... 616 1,736 201 98 37 323 104 523 427 469 282
55 Retailers............. 172 177 -6 -4 -9 1 —-18 5 28 26 26
56  Savings institutions 4,632 —429 458 65 249 177 114 492 486 613 59

1. The Board’s series cover most short— and intermediate—term credit ex-
tended to individuals that is scheduled to be repaid (or has the option of

repayment) in two or more installments.

2. More detail for finance companies is available in the G.20 statistical release.
3 Excludes 30—day charge credit held by travel and entertainment companies.

. All data have been revised.



Consumer Installment Credit A4l

1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent unless noted otherwise

1987
Item 1984 1985 1986
Mar. Apr. May June July Aug. Sept.
INTEREST RATES
Commercial banks!
1 48-monthnew car’...........ccoevvriniirennns 1371 12,91 11.33 n.a. n.a. 10.23 n.a, n.a. 10.37 n.a.
2 24-month personal . ... .| 16,47 15.94 14,82 n.a. n.a. 14.00 n.a. n.a. 14.22 na.
3 120-month mobile home*. .1 1558 14.96 13,99 n.a. n.a, 13,23 n.a, n.a. 13.24 n.a.
4 Creditcard.........oooviiniiiiiniaiiiaien 18.77 18.69 18,26 n.a. n.a, 17.92 n.a, na. 17.85 n.a.
Auto finance companies
S NeweCar .....covviviii i e 14.62 11.98 9.44 10.59 10.81 10.69 10.64 10.52 9.63 8.71
6 Usedcar.......ovvviiiiniiiiiriiiiiiiniiien, 17.85 17.59 15.95 14.40 14.49 14.45 14.47 14,53 14.53 14,58
OTHER TERMS®
Maturity (months)
I [ N 48.3 51.5 50.0 53.7 54.3 53.5 53.6 53.4 521 50.7
L O Y 39.7 414 42.6 4.9 45.0 45.2 45.4 45.5 454 452
Loan-to-value ratio
9 Newcar.......... e e 88 91 91 94 9% 93 93 93 93 93
10 Usedcar. oo vviiviiiiniiiiriiiiniien, 92 94 97 99 98 98 98 98 98 98
Amount financed (dollars)
13 NEW CHF oo ivesissrsneneieansieiiniensns 9,333 9,915 10,665 10,641 10,946 11,176 11,214 11,267 11,374 11,455
12 Usedcar...oo.vvniniiniiiniineniniiiininenns 5,691 6,089 6,555 7,145 7,234 7,373 7.479 7,527 7,763 7,476
1. Data for midmonth of quarter only. . 3. At auto finance companies.
2. Before 1983 the maturity for new car loans was 36 months, and for mobile Notk, These data also appear in the Board's G.19 (421) release. For address,

home loans was 84 months. see inside front cover,
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS
Billions of dollars; half-yearly data are at seasonally adjusted annual rates.

Domestic Financial Statistics O January 1988

1984 1985 1986 1987
Transaction category, sector 1982 1983 1984 1985 1986
H1 H2 H1 H2 H1 H2 H1
Nonfinancial sectors
1 Total net borrowing by domestic nonflnancial sectors .. ... 388.9 | 550.2 | 753.9 | 854.8| 8334| 717.3 | 790.4 | 7227 | 986.8| 676.9 | 989.9( 568.3
By sector and instrument
2 U.S. government ... 161.3 | 186.6 | 198.8 22361 21431 1904 § 2072 | 2048 242.5] 207.2 221.5] 1514
3 Treasury securities. . 162.1 | 186.7 | 195.0 | 223.7| 214.7f 190.7 [ 207.3 | 204.9 | 242,5| 207.4 | 222.0] 151.7
4  Agency issues and mi -9 -1 -2 -.1 -3 -2 -1 -1 - -.1 -5 -4
5 Private domestic nonfinancial sectors . 227.6 | 363.6 | 555.1 631.1 619.0 526.9 | 583.3 | 518.0 74431 469.6 768.4| 417.0
6 Debt capital instruments, 148.3 | 2534 | 313.6 | 447.8| 445.0( 284.7 ( 3425 | 350.4 | 545.2| 363.4 | 546,7] 407.1
7 Tax-exempt obligations 4.2 53.7 50.4 1364 35.4| 338 67.0 67.0 205.8( ~16.9 87.7] 20.0
8 Corporate bonds . 18.7 16.0 46.1 73.81 12170 2.5 98| 62 8531 13531 108.1) 890
9 Mortgages. . .. 85.4 | 183.6 | 217.1 | 237.7| 298.0| 228.5{ 205.7 | 221.2 { 254.2 245.0 [ 350.9] 298.1
10 Home mortg: . 50.5 | 117.5 | 129.7 15191 199.4] 139.5 | 1199 | 139.2 164.7] 163.8 234.91 217.5
11 Multifamily reside 5.4 14.2 25.1 29.2 33.0f 27.8 24 25.0 334 312 348 277
12 Commercial 25.2 49.3 63.2 62.5 73.9| 62.6 63.8 59.5 65.5| 58.9 88.9| 62.5
13 Farm.... 4.2 2.6 -9 -6.0] -83] -14 ~41] =25 -9.5] -89 =77 -9.6
14 Other debt instruments 79.3 | 110.2 | 241.5 | 183.3| 164.0{ 2422 { 2408 | 167.5{ 199.1] 1062 | 2218 9.9
15 Consumer credit . 19.3 56.6 90.4 94.6 65.8] 94.7 86.2 95.3 93.91 71.0 60.6] 157
16 50.4 23.2 67.1 38.6 66.5 712 63.0 21.0 56.2] 122 120.8( —40.2
17 -6.1 -.8 21.7 14.6 -9.3] 26.6 16.8 14.4 14.8] ~13.1 -5.5 4.5
I8 Other.......viiiiii i e, 15.8 313 62.2 355 41.0] 49.7 74.7 36.8 3421 36.2 4591 29.9
19 By bOrrowing S€CtOr .....o.oiiiiierereriniinariians 227.6 | 363.6 | 555.1 631.1] 619.0| 526.9 | 583.3 | 518.0 744.3| 469.6 768.41 417.0
20 State and local governments . 215 34.0 27.4 91.8 46,41 162 38.6 563 127.2 11 8.7, 286
21 Households ............. 90.0 | 188.2 | 2346 293.4| 279.9] 2350 | 2342 | 259.8 327.11 232.8 326.9( 224.0
22 Farm............... 6.8 4.1 -1 -13.9] -15.1 -.5 A =70 -20.8] ~16.8 | ~-13.3] -19.5
23 Nonfarm noncorporate . 40.2 77.0 97.0 93.11 115.9( 101.8 92.2 85.7 100.5 96.2 135.5 92.8
24 COTPOTRLE . .+ v eve et teeeatseenteieenainenanns 69.0 | 60.3 | 1960 | 1667 192.0f 1743 | 217.8 | 123.2 | 2103 1543 | 229.7| 91.2
25 Foreign net borrowing in United States................. 16.0 17.3 8.3 1.2 9.0 361 —194{ -58 8.2 21.5 =35} ~12.6
26 Bonds........c.iiieiniiiinans 6.6 31 38 38 2.6 13 6.3 5.5 2.1 6.2 =110 -11
27 Bank loans n.e.c. -5.5 36 -6.6 -28] -10|] -13]| -119| -58 1 1.5 -3.5] =35
28  Open market paper. .. 1.9 6.5 6.2 6.2 11.5| 166 | -4.3 2.8 96| 19.1 391 5.3
29 U.S.governmentloans ..........oiiiiiiiiiiiia 13.0 4.1 5.0 ~6.0] -4.0] 195 -96 | -8.2 -3.7] -53 -2.7] -2.8
30 Total domestic plus forelgn .....................co000 0 404.8 | 567.5 | 762.2 856.0| 842.4| 7534 | 771.0 | 7169 995.0| 698.3 986.4] 555.7
Pinancial sectors
31 Total net borrowing by financial sectors................ f 903 9.3 | 1519 199.6) 291.1| 153.0 | 150.7 | 175.1 222.8| 238.8 343.4| 3175
By instrument
32 U.S.government related, ..........ooooiiviiiiin 64.9 67.8 74.9 10151 1743 2.5 773 96.8 106.3| 133.8 214.8{ 180.2
33 Sponsored credit agency securities. . 14.9 1.4 304 2061 132{ 294 315| 266 14.6 6.4 20.0 7.8
34 Mortgage pool securities........ 49.5 66.4 4.4 79.9] 161.4( 43.1 45.8 70.3 89.5] 126.6 | 196.3| 171.8
35 Loans from U.S. government N T 11 B TR BT e 2.2 8 -1.5 5
36 Private financial sectors . ... 254 315 710 97.4( 116.8{ 80.5 73.5 78.3 [ 116.5] 105.0 | 128.6] 137.4
37 Corporate bonds. .. 12.7 174 36.2 48.6 68,7t 30.8 41,8 48.9 4831 709 66.5] 92.5
38 Mortgages...... 1 * 4 1 1 4 4 * 1 K -5 2
39 Bank loans n.e.c. . 19 —.1 7 2.6 4.0 6 7 23 2.9 4.0 4.0 -7.4
40  Openmarket paper...........oeiiian 9.9 213 4.1 32.0 242) 321 16.0 14.6 49,4} 151 33.4] B3
41  Loans from Federal Home Loan Banks .............. .8 -1.0 15.7 14.2 19.8] 16.5 14.9 12.5 159 14.4 25.2] 136
By sector
42 Sponsored credit agencies ... ... .o, 15.3 14 30.4 217 1291 294 31.5 26.6 16.8 72 18.5 8.3
43 Mortgage pools .......... 49.5 66.4 4.4 79.9] 1614| 431 45.8 70.3 89.5} 126.6 196,31 171.8
44 Private financial sectors . . 254 315 71.0 97.4] 116.8] 80.5 73.5 78.3 116.5| 105.0 | 128.6] 137.4
45 Commercial banks ............. 11.7 5.0 7.3 -49 -36] 198 | -53| -47 -50f =27 -4.6 4.4
46 Bank affiliates........ SETITRNIN 6.8 12.1 15.6 145 4.6 204 10.8 10.2 189) -1.7 109} 21.6
47  Savings and loan associations ... . . 25 ] =21 2.7 22.3 29.3] 22.0 23.3 14.2 30.4] 255 331 307
48  Finance companies................ P 45 12.9 18.9 53.9 50.2 8.2 29.6 49.7 5811 531 472 272
49 -2 -1 .1 -7 -3 2 1 -.6 -8 .6 -13 ~.2
50 2 3.7 12.4 12.2 36.7 9.8 15.0 9.5 14.9 30.2 43.3 53.7
Al sectors
51 Total net Borrowing ...........vvevviiiiiiennns 495.1 | 666.8 | 9141 [1,054.9|1,133.5| 906.4 | 921.8 | 892.1 | 1,217.8] 937.1 | 1,329.8| 873.2
52 U.S. government securities . 2259 | 2544 1 27138 324.21 389.0] 263.1} 284.5} 301.7 346.6| 340.2 437.8{ 331.0
53 State and local obligations . ... 44.2 53.7 50.4 136.4 354 338 67.0 67.0 205.8( ~16.9 87.7( 20.0
54  Corporate and foreign bonds 38.0 36.5 86.1 | 126.1) 192.9| S54.6| 1176 | 116.6 | 1357] 212.4 | 173.5| 180.5
55 Mortgages.........c.ovvens 854 1 1836 1 2174 237.7] 298.0] 228.8 1 206.0 1 2212 254.2] 245.6 350.4] 298.3
56  Consumer credit . 19.3 56.6 90.4 94, 65.8f 94.7 86.2 953 93.9{ 710 60.6] 157
57 Bankloansme.C.........oiiiiiiiiieniiiiinn 46.7 26.7 61.1 38.3 69.5( 704 51.8 17.5 5821 177 121.3] -51.0
58  Open market PAPEr. ... ovviivuiiierinvaiiiiiiinins 5.7 26.9 52.0 52.8 264 754 28.6 31.8 7371 2.0 317 375
59 Otherloans .........vvivviierneiiinrnieinieiinenens 30.0 28.4 82.9 4.8 56.5| 85.7 80.0 41.1 48.61 46.1 66.9| 41.1
External corporate equity funds raised in United States
60 Total new sharedssues ..............cooivivevienniiuns 258 61.8 | ~36.4 19.9 91.6f —47.9 | —24.9 3.0 36.7| 100.8 82,3| 618
61 Mutualfunds.........ovviiiiiiiiiii 8.8 27.2 293 8571 163.3] 26.5 32.2 64.2 107.1| 155.5 171.1] 123.3
62 Allother.............. R PN 17.0 346 | —657 | —658]| -71.7| -74.4 | -57.1 | —=61.2 | —70.4] —54.7 | -88.7| —6L.5
63 Nonfinancial corporations. .........ovoovvverirnnns, 11.4 283 | -74.5 | —-8L.5{ -80.8| -79.5| -69.4{ -755{ -87.5] -68.7 1 -92.7} -70.0
64 Financial corporations. ........cveeveverreeneni.en 4.2 2.6 7.8 12.0 8.3 6. 8.8 11.2 12.8 1.5 9.1 6.7
65 Foreign shares purchased in United States.......... 1.4 3.7 9 3.7 7] -6 3.5 31 4.3 6.6 -5.1 1.9




Flow of Funds A43
1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; half-yearly data are at seasonally adjusted annual rates.
1984 1985 1986 1987
Transaction category, or sector 1982 1983 1984 1985 1986
H1 H2 H1 H2 Hl H2 H1
1 Total funds advanced in credit markets to domestic
nonfinancial sectors .. ......... ... 388.9 | 550.2 [ 753.9 | 854.8 | 833.4 | 717.3 | 790.4 | 722.7 | 986.8 | 6769 | 989.9 | 568.3
By public agencies and foreign
2 Total net advances e 114.9 1 114.0 1 157.6  202.3 ) 317.3 ) 132.7 ] 182.5 ) 1958} 208.7 | 264.1 | 370.6 | 241.3
3 U.S. government securities. . 22.3 26.3 39.3 471 84.8 27.6 51.0 50.3 43.9 74.0 95.6 46.3
4 Residential mortgages..................... 61.0 76.1 56.5 94.6 | 158.5 55.5 57.4 88.6 | 100.7 | 123.8 ] 193.2 | 164.9
S FHLB advances to savings and loans....... 81 -0 15.7 14.2 19.8 16.5 14.9 12.5 15.9 14.4 25.2 13.6
6  Other loans and securities. . ..........ooovveiniinnns 30.8 18.6 46.2 46.3 54.2 33.2 59.2 44.4 48.2 52.0 56.5 16.5
Total advanced, by sector
U.S. government...... e e 15.9 9.7 17.1 16.8 9.5 7.5 26.6 25,1 8.4 10.8 8.2 -4.1
8  Sponsored credit agencies................. 65.5 69.8 743 | 101.5 | 175.5 733 75.2 96.4 | 1067 | 1282 | 222.8 | 167.7
9 Monetary authorities ..............ooueuus 9.8 10.9 8.4 21.6 30.2 12.0 4.8 21.5 158 13.2 47.2 10.8
DL )3 237 237 57.9 62.3 | 102.1 39.8 75.9 46.8 77.8 | 1119 92.3 66.9
Agency and foreign borrowing not in line 1
11  Sponsored credit agencies and mortgage pools........ 64.9 67.8 74.9 | 101.5 | 174.3 72.5 77.3 96.8 | 1063 | 133.8 ] 2148 | 180.2
120 FOreigm ...oooivi i i i 16.¢ 17.3 8.3 1.2 2.0 36.1 { ~19.4 -5.8 82 21.5 ~3.5{ -12.6
Private domestic funds advanced
13 Total net advances ..........oiviiriiiieaiiaiinians 354.8 | 521.3 | 679.5 | 755.2 | 699.3 | 693.2 | 665.7 | 618.0 | 892.5 | 568.0 | 830.6 | 494.6
14 U.S. government securities 203.6 | 228.1 | 23451 277.G0 | 304.2 ( 2355 | 233.5( 2513 302,7 ) 2663 | 3422 | 284.7
15  State and local obligations. ................... .00 44.2 53.7 50.4 | 136.4 354 33.8 67.0 67.0 | 2058 { —16.9 87.7 20.0
16  Corporate and foreign bond 14.7 14.5 35.1 40.8 84.3 17.3 53.0 39.7 42.0 | 100.8 67.8 61.6
17 Residential mortgages. ... =53 55.0 98.2 86.4 73.8 | 111.7 84.8 75.5 97.4 71.3 76.4 80.3
18  Other mortgages and loans ............ 98.3 | 1624 | 2769 | 228.8 | 2214 | 311.5 | 2423 | 197.0 1 260.6 | 161.0 | 281.8 61.6
19  Less: Federal Home Loan Bank advances 81 =70 15.7 14.2 19.8 16.5 14.9 12.5 159 14.4 25.2 13.6
Private financial intermediation
20 Credit market funds advanced by private financial
INSHUONS ... 274.2 | 3958 | S5S9.8 | 579.5 | 726.1 | S587.5 | S532.1 | 483.8 1 675.2 | 6389 | 8132 | 485.1
21  Commercial banking. 1102 { 1443 { 168.9 | 1863 | 1947 | 19221 1455 14331 2294 | 1172} 272.3 49.9
22 Savingsinstitutions. ... ... ... i 29| 1356 | 150.2 83.0 1 1058 | 167.0 | 133.5 545 1114 94.5 | 117.2 85.7
23 Insurance and pension funds ........ ... 0 96.6 | 100.1 121.8 | 156.0 ] 1759 | 148.3 953 ] 1394 | 1725 170.6 | 1812 | 2133
24 Other finance...........covuviiiiiiaiiiiiiniianes 4.5 158 | 1189 | 154.2 | 2496 80.0 | 157.8 | 146.5 | 161.9 | 256.7 | 242.4 | 136.2
25 Sources of funds .. ...vovviii i 274.2 | 3958 | 559.8 1 579.5 [ 726.1 | 587.5 | 532.1 | 483.8 | 675.2 | 638.9 | 813.2 | 485.1
26  Private domestic deposits and RPs 196.2 | 2154 | 316.9 | 213.2 | 272.8 | 280.2 | 353.5 | 1914 | 2350 | 252.2 | 2934 15.1
27  Credit market borrowing ...........covevuiininnins 254 315 7.0 97.4 | 1168 80.5 73.5 7831 1165 ] 105.0 | 128.6 | 1374
28  Other SOUTCES........covvivenirineaitseranernenns . 1489 | 1659 | 268.9 ] 336.4 | 226.8 ) 105.1 | 2i4.1 | 323.6 | 281.7 { 391.1 [ 332.6
29 Foreign funds..... . 16.3 5.4 17.7 12.4 109 —.1 213 142 12.3 12.5 41.8
30 Treasury balances . -5.3 4.0 10.3 1.7 -2.8 10.8 13.9 6.6 —4.2 7.6 —4.4
31 Insurance and pension reserves K 109.7 | 118.6 | 141.0 | 152,5 | 162.5 746 | 118.6 | 1634 | 138.6 | 166.4 | 2344
32 Other, net ... ...ov i i -28.1 28.2 379 99.9 | 169.8 56.1 19.7 60.3 1 139.4 | 1349} 204.6 60.8
Private domestic nonfinancial investors
33 Direct lending in credit markets....................... 106.0 | 157.0 | 196.7 | 273.2 90.1| 186.2 1 207.1 | 212.5 | 3339 341 | 146.1 | 146.9
34 U.S. government securities. ............ooiiiieos 68.5 99.3 | 1236 | 1453 43.4 | 162.8 84.3 1 156.2 | 1345 374 49.4 69.9
35  State and local obligations....................o00ee 25.0 40.3 304 47.6 —.8 10.4 50.4 14.8 80.4 | —68.7 67.2 21.7
36 Corporate and foreign bonds * ~11.6 52 11.8 344 | -264 36.9 15.4 8.2 68.1 8 39.0
37  Open market paper.... -5.7 12,0 9.3 43.9 ~4.8 15.6 3.0 35 842 | —16.3 6.7 7.7
38 L1 1T 18.2 17.0 28.1 24.6 17.9 23.8 32.5 22.6 26.6 13.6 2.1 8.5
39 chosi(s and CUITENCY . .. vv e v e icrnees 205.5 ) 232,8 | 3204 223.5 | 293.2 | 286.8 | 354.0 | 198.3 | 2487 | 262.0 | 324.4 10.2
40 UITENCY . v v vvvnn s 9.7 143 8.6 124 14.4 13.7 3.6 15.9 8.8 10.7 18.2 10.0
41  Checkable deposits 18.0 28.6 27.9 41.4 97.7 26.0 29.8 14.6 68.2 79.9 | 115.5 | —28.5
42 Small time and savings accounts.................0n. 136.0 | 2157 | 150.1 | 139.1 | 122.5 | 129.0 { 171.2 | 161.5 i 116.7 | 1154 | 129.5 339
43  Money market fund shares ..............cooiinee 33.5 | ~39.0 49.0 8.9 438 24.5 73.4 10.6 7.1 46.9 40.6 | —-4.6
44  Large time deposits -2.4 —8.4 84.9 7.2 -9.3 92.0 77.9 ~7.6 21.9 * -18.7 1.5
45  Security RPs 1.1 18.5 5.0 16.6 18.3 8.7 1.2 12.2 211 10.0 26.5 12.7
46  Deposits in foreign countries .............ooiiin -4 31 -51| -21 59 -71 | =31 -%0 4.9 -.9 128 | -149
47 Total of credit market instruments, deposits and
CUITEICY. . . o v vt v it nv it rancirsssrsnaanss 311.5 | 3899 | 517.1 | 496.7 | 383.3 | 473.0 | 561.1 | 410.7 | 582.6 [ 296.0 | 470.5 [ 157.1
48  Public holdings as percent of total................... 28.4 20.1 20.7 23.6 37.7 17.6 23.7 27.3 21.0 37.8 37.6 43.4
49  Private financial intermediation (in percent) 77.3 75.9 82.4 76.7 | 1038 84.7 79.9 783 75.6 | 112.5 91.9 98.1
50 Total foreignfunds .............coovvniiiiiiiiiins ~7.7 40.0 63.3 80.1 ] 1145 50.7 75.8 68.1 92.0 | 1242 | 1049 ( 108.7
Mewmo: Corporate equities not included above
51 Total netissues. .. ... ... oniiin i 25.8 61.8 | —~36.4 19.9 21.6 | —47.9 | —24.9 3.0 36.7 ) 100.8 82.3 61.8
52 Mutual fund shares. . 8.8 272 29.3 85.7 | 163.5 26.5 32.2 64.2 | 1071 | 1555 | 1711} 1233
53 Other €qUItIEs. .. ..o vvvurrire iy 17.0 346 | —657 | —-658 1 —-71.7 | -744 | -57.1 ) —-61.2 1 —70.4 | ~-54.7 | —-88.7 | —61.5
54 Acquisitions by financial institutions .................. 25.9 511 19.7 4.8 48.2 -2 39.7 58.8 26.8 56.6 39.7 65.5
55 Other net purchases ........o.oovviniiiinie iy -1 10.7 | —-56.1 | —229 434 | -47.7 | -64.6 | —558 10.0 44.2 42,6 -3.6

NOTES BY LINE NUMBER
1. Line 1 of table 1.57.
2. Sum of lines 3-6 or 7-10.
6. Includes farm and commercial mortgages.
11. Credit market funds raised by federally sponsored credit agencies, and net
issues of federally related mortgage pool securities.
13, Line 1 less line 2 plus line 11 and 12. Also line 20 less line 27 plus line 33.
Also sum of lines 28 and 47 less lines 40 and 46.
18. Includes farm and commercial mortgages.
26, Line 39 less lines 40 and 46.
27, Excludes equity issues and investment company shares, Includes line 19.
29, Foreign deposits at commercial banks, bank borrowings from foreign
branches, and liabilities of foreign banking agencies to foreign affiliates, less
claims on forfeign affiliates and dedposits by banking in foreign banks.
30. Demand deposits and note balances at commercial banks.

31. Excludes net invesiment of these reserves in corporate equities.

32. Mainly retained earnings and net miscellaneous liabilities.

33. Line 13 less line 20 plus line 27.

34-38. Lines 14-18 less amounts acquired by private finance plus amounts

borrowed by private finance. Line 38 includes mortgages.

40. Mainly an offset to line 9,

47. Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.

48. Line 2/line 1,

49. Line 20/line 13.

50. Sum of lines 10 and 29,

51, 53. Includes issues by financial institutions. .

Note. Full statements for sectors and transaction types in flows and in amounts
outstanding may be obtained from Flow of Funds Section, Division of Research
?)n%SE%tsi?llcs, Board of Governors of the Federal Reserve System, Washington,
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures!
1977 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1987
Measure 1984 1985 1986
Mar. Apr May June July Aug” Sept.” Oct.
1 Industrial production .................... 121.4 123.8 125.1 127.1 1274 1274 1282 | 129.1 130.6 131.0 130.9 1317
Market groupings
2 Products, total. . .....oiii i 126.7 130.8 133.2 136.0 136.4 135.8 136.9 137.8 139.5" 139.7 139.7 141.0
3 Final, total..... 112723 1311 1323 134.8 135.1 134.5 135.5 136.2 137.9" 138.3 138.4 139.9
4 Consumer goods 118.0 120.2 124.5 126.4 126.7 125.5 127.3 127.2 128.9" 129.2 1284 129.9
5 Equipment . 139.6 145.4 142.7 146.0 146.2 146.4 146.3 148.1 149.7 150.3 151.7 153.2
6 Intermediate. . 1 249 130.0 136.4 139.9 140.9 140.3 141.8 143.3 145.0° 144.8 144.2 144.6
7 Materials. ......ooeiiii i 114.2 114.2 113.9 114.9 115.2 1159 116.3 117.2 118.5" 119.0 118.8 119.0

Industry groupings
8 Manufacturing..........cooovuieniinnnnn 123.4 126.4 129.1

Capacity utilization (percent)2

Manufactorning. . .....coeiniiiiiiiiee 80.5 80.1 79.8
10  Industrial materials industries .......... 82.0 80.2 78.5
11 Construction contracts (1982 = 100)°...... 1350 | 1480 | 1550
12 Nonagricultural employment, total* ... ..., 114.6 | 118.3 | 1208

13 Goods-producing, total
14 Manufacturing, total, K .
15 Manufacturing, production-worker . . .. 9.1 92,9 91.2
16 Service-producing............... .

17 Personal income, total...........
18  Wages and salary disbursements. .

19 anufacturing. ... .. .. g 1646 | 1728 | 176.4

20 Di ble gcrsonal N 193.5 206.0 219.1 227.5

21 Retail sales®.................. 179.0 190.6 199.9 206.3
Prices’

22  Consumer (1967 = 100)........
23 Producer finished goods (1967 =

3359 1377 338.7 | 340.1 340.8 342.7 344.4 345.3
292.6 | 294.9 2058 [ 296.2" | 297.8 297.2 296.7 298.2

1. A major revision of the industrial production index and the capacity
utilization rates was released in July 1985. See ‘A Revision of the Index of
Industrial Production” and accompanying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULLETIN,

2. Ratios of indexes of production to ind of ity. 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 engineering, from McGraw-Hill Information Systems
Company, F. W, Dodge Division.

4, Based on data in Employment and Earnings (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 published in Survey of Current Business.
T Data without scasonal adgustment as published in Monthly Labor Review.
data for in the price indexes may be obtained from
the Bureau o?'Labor Statistics, U.S. Department of Labor.

NoTte. Basic data (not index numbers) for series mentioned in notes 4, 5,and 6,
and indexes for series mentioned in notes 3 and 7 may also be found in the Survey
af Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.



2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

Selected Measures A4S

1987
Category 1984 1985 1986
Mar. Apr. May June July Aug. Sept. Oct.
HouseHOLD SURVEY DATA
1 Noninstitutional populmionl ................ 178,602 | 180,440 | 182,822 | 184,436 | 184,597 | 184,777 | 184,941 | 185,127 | 185,264 | 185,428 | 185,575
2 Labor force (including Armed Forces)!. .. ... 115,763 | 117,695 | 120,078 | 121,479 | 121,588 | 122,237 | 121,755 | 122,194 | 122,564 | 122,128 | 122,625
3 ClVlll&l; labor force..........ooviiiiinn 113,544 | 115,461 | 117,834 | 119,222 | 119,335 | 119,993 | 119,517 [ 119,952 [ 120,302 | 119,861 | 120,361
Employment
4 Nonagricultural industries®, ............ 101,685 | 103,971 | 106,434 | 108,084 | 108,545 | 109,112 | 109,079 | 109,508 | 109,989 | 109,602 | 109,903
5 ABHCHMUTE . . oottt 3,321 3,179 3,163 1284 , 335 3,178 3,219 3,092 3,170 3,283
Unemployment
6 Number.......o.oveeiniiienviinienss 8, 539 8, 312 8, 237 7, 854 7,500 7,546 7,260 7, 224 7,221 7,089 7, 174
7 Rate (percent of civilian labor force) .. 7.0 6.3 6.3 6.1 6.0 5.9
8 Notinlaborforce.............cooovvveinns 62, 839 62 745 62,744 | 62, 957 63, 009 62,540 | 63,186 | 62, 933 62,700 | 63, 300 62, 950
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payroll employment® ... ..... 94,496 | 97,519 | 99,610 | 101,329 | 101,598 | 101,708 | 101,818 | 102,126 | 102,275" | 102,396" | 102,945
10 Manufacturing.......cocovviieiiniiiinins 19,378 | 19,260 | 18,994 | 18,995 19,011 19,018 | 19,015 19,104 | 19,129 | 19,174" [ 19,237
11 Mining........... 927 783 722 729 735 738 744 75V 758" 762
12 Contract construction . 4,383 4,673 4,904 5,032 5,019 4,999 5,008 5,002 5,006 4,978" 5,019
13 Transportation and publlc utilities 5,159 5,238 5,244 5,333 5,348 5,344 5,350 5,363 5377 5,406 5,422
14 Trade.....ooovvvivvnenininnns 22,100 | 23,073 | 23,580 | 23,902 | 23,969 | 23,980 | 24,007 [ 24,071 | 24,063 | 24,132 [ 24,212
15 Finance. . 5,689 5,955 6,297 6,526 6,558 ,576 6,586 6,608 6,624" 6,626 6,633
16 Service ..., 20,797 | 22,000 | 23,099 | 23,842 [ 23,926 | 24,025 | 24,083 ( 24,214 | 24,279 | 24,274" | 24,424
17 GOVErnment., .....oovveivenireeinniencnns R 16,023 16,394 | 16,710 | 16,977 | 17,038 | 17,031 17,031 17,020 { 17,046" | 17,048" [ 17,236
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted

1986 1987 1986 1987 1986 1987
Series
Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q2 Q3
QOutput (1977 = 100) Capacity (percent of 1977 output) Utilization rate {percent)
1 Total industry ................ ... 1259 126.9 128.2 130.9 158.7 159.5 160.4 161.3 79.4 79.5 79.9 81.2

2 Mining. . 96.9 98.8 99.0 100.0 130.8 130.4 129.7 129.0 74.1 75.8 76.3 71.5
3 Utilities. .. 109.1 108.1 108.3 110.1 137.3 137.7 138.3 138.8 79.4 78.5 78.3 79.3

4 Manmfacturing. ... 130.4 131.6 133.2 135.9 163.4 164.5 165.6 166.7 79.8 80.0 80.5 81.5

5 Primary processing. ... 113.4 114.3 116.1 119.1 137.5 138.2 139.0 139.8 82.5 82.7 83.5 85.2
6 Advanced processing 140.6 142.0 143.5 146.1 179.1 180.3 181.6 182.9 78.5 78.7 79.0 79.9

7 Materials. . ..., 114.3 115.0 116.5 118.7 145.8 146.1 146.7 147.2 78.5 787 79.4 80.7

8 Durable goods..........ooooiiiiii 120.7 121.4 122.9 125.8 162.2 162.3 163.1 163.9 74.7 74.8 75.4 76.8
9  Metal materials RPN . 75.4 74.7 77.0 83.1 113.4 110.6 110.0 109.4 67.7 67.5 70.0 76.0
10 Nondurable goods 120.3 121.2 124.0 126.8 140.4 142.9 143.8 144.7 84,7 84.8 86.2 87.7
11 Textile, paper, and chemical ... 120.9 122.3 125.1 128.7 1396 142.4 1434 144.4 85.4 85.9 87.2 89,2

12 Paper...............on | 1370 136.4 137.7 | ... 139.7 142.8 1439 | ...... 96.7 95.5 957 | ......
13 Chemical...............coovviiinn, 120.3 122.9 1253 | ...... 145.0 148.8 1498 | ...... 81.4 82.6 836 | ......
14 Energy materials. ................o.uu.. 97.8 98.3 98.7 99.2 121.6 120.3 120.2 120.1 81.2 81.7 82.1 82.7
Previous cycle! Latest cycle? 1986 1987
High Low High Low Oct. Feb. Mar. Apr. May June July” Aug.” Sept.” Oct.

Capacity utilization rate (percent)

15 Total industry ........ 88.6 72.1 86.9 69.5 79.1 79.7 79.7 79.6 7.9 80.3 81.1 81.2 81.0 81.3
16 Mining. .............. 92.8 87.8 95.2 76.9 73.4 75.8 75.5 75.9 76.5 76.6 76.8 77.7 78.4 78.9
17 Utilities. . ............ 95.6 829 88.5 78.0 79.2 78.8 782 76.8 792 79.0 80.2 81.0 79.8 79.6
18 Manufacturing. ....... 87.7 69.9 86.5 68.0 79.5 80.0 80.3 80.2 80.4 80.8 81.5 81.4 81.2 81.7
19 Primary processing.... | 91.9 68.3 89.1 65.1 81.6 824 83.1 83.5 83.2 84.0 85.4 85.4 84.9 85.3
20 Advanced processing.. | 86.0 n.i1 85.1 69.5 80.1 79.0 79.1 78.7 79.2 79.2 79.8 79.7 79.5 80.2
21 Materials............. 92.0 70.5 §9.1 68.5 71.9 78.7 78.7 79.1 79.3 79.8 80.6 80.8 80.6 80.6
22 Durable goods........ 91.8 64.4 89.8 60.9 74.2 74.7 75.2 75.0 75.1 759 76.5 76.5 76.1 76.5
23 Metal materials ... ... 99.2 67.1 93.6 45.7 76.9 67.8 68.7 68.8 69.7 715 73.9 77.3 77.1 78.0
24 Nondurable goods . ... 91.1 66.7 88.1 70.7 84.1 84.6 84.8 86.5 86.2 86.1 88.4 88.5 88.7 88.2

25 Textilg, paper, and

chemical ....... 92.8 64.8 89.4 68.8 84.7 85.4 85.8 87.5 87.1 87.1 90.0 90.4 90.5
26 Paper-. .. . 98.4 70.6 97.3 79.9 94.9 95.6 94.6 95.1 95.7 96.3 100.5 99.9 99.1
27 Chemica 92.5 64.4 87.9 63.5 81.2 823 82.2 83.9 83.9 83.1 85.1 86.1 86.6
28 Energy materials. .. ... 9.6 | 869 94.0 82.3 80.4 819 80.8 813 82,1 82.8 82.4 83.2 83.0 82.7
1. Monthly high 1973; monthly low 1975, NoTE. These data also appear in the Board's G.3 (402) release. For address, see

2. Monthly highs 1978 through 1980; monthly lows 1982. inside front cover.



2.13 INDUSTRIAL PRODUCTION

Monthly data are seasonally adjusted

Indexes and Gross Value A

Selected Measures A47

1977 " 1986 1987
pro- | 1986
Groups por- | ave.
tion Oct. | Nov. | Dec Jan. | Feb. | Mar. | Apr. | May | June | July” | Aug. | Sept.”| Oct.®
{ndex (1977 = 100)
MaioR MARKET
1 Totalindex..............ovvivieaninnnn 100.00| 125.0 | 125.3 | 126.0 | 126.7 | 126.5 | 127.2 | 127.3 | 127.4 | 128.4 | 129.1 | 130.6 | 131.0 | 130.9 | 131.7
2 Products, .. .v v 57.721 133.2 | 134.0 | 134.5 } 135.0 1 1349 ] 136.1 | 1362 | 137.2 | 137.2 | 137.8 | 139.5 | 139.7 | 139.7 | 141.0
3 Final products.............. 44.77| 132.3 | 132,7 | 133.1 | 133.7 | 133.6 | 135.0 | 135.0 | 134.5 | 1358 | 136.2 | 137.9 | 138.3 | 138.4 | 139.9
4 Consumer goods. . ............ L1 25,520 124.5 1 1247 1 125.6 | 127.2 | 126.8 | 127.5 | 127.5  126.6 { 128,2 ) 127.2 ) 128.9 | 129.2 | 128.4 | 129.9
b Equipment.....................0 19.25} 142.7 | 143.3 1 143.1 | 142.2 | 142.8 | 144.9 | 145.0 | 1449 | 1458 | 148.1 | 149.7 | 150.3 | 151.7 | 153.2
6 Intermediate products................ 12.94( 136.4 | 138.7 | 139.2 | 139.7 | 139.1 | 139.7 | 140.4 | 139.9 | 142.1 | 143.3 | 145.0 | 144.8 | 144.2 [ 144.6
7 Materials .. ... 42,287 113.9 § 113.3 | 114.3 [ 115.2 | 115.2 | 115.1 | 115.2 | 116.2 | 1163 | 117.2 | 118.5 | 119.0 | 118.8 | 119.0
Consumer goods
8 Durable consumer goods ............... 6.89( 116.2 | 116.3 | 118.4 [ 121.5 | 120.0 | 122.4 | 121.2 | 118.1 | 120.2 | 117.4 | 120.4 | 120.9 | 118.1 | 122.1
9 Automotive products............ 298] 115.1 | 112.7 | 114.6 | 117.7 | 117.6 | 123.5 | 121.2 | 1157 | 118,0 | 114.9 | 117.5 [ 118.0 | 114.0 | 123.4
10 Autos and trucks ,............ 1.791 112.9 | 107.7 | 107.6 | 115.6 | 117.9 | 125.2 | 121.6 | 111.5 | 113.1 {1 107.9 } 112.3 | 112.4 | 107.2 | 122.2
11 Autos, consumer ........... L16f 97.3( 919 923 99.5( 943 (1053 [ 100.9( 91.8{ 910 874 8.4 768 79.1 ( 94.7
12 Trucks, consumer .......... 63| 141.8 1 137.1 | 136.0 | 145.6 | 161.9 | 162.1 | 159.9 | 148.1 | 154.2 | 146.0 | 160.4 | 178.4 e AP
13 Auto parts and allied goods......... [ 1.19{ 118.4 [ 120.1 [ 125.2 [ 120.8 [ 117.1 | 121.0 { 120.5 | 121.9 ] 1253 | 125.4 | 125.3 ) 126.4 | 124.1 | 125.3
14 Homegoods ..........cooveieninin 3911 117.1 | 119.0 | 121.2 | 124.4 | 121.9 | 121.6 | 121.2 { 119.9 | 121.8 | 119.3 | 122.5 | 123.2 | 121.3 | 121.0
15 Appliances, A/ICand TV ........... 1.24| 139.5 1 142.6 | 148.1 | 153.2 | 146.9 | 145.2 | 142.9 | 137.7 | 142.2 | 133.4 | 141.7 | 147.1 | 141.7 | 141.6
16 Appliances and TV .............. 1.19( 141.6 { 144.3 | 150.0 | 155.1 { 148.9 | 1467 | 143.8 | 139.2 | 1423 | 1334 | 142.6 ) 145.5 | 140.5 | ....
17 Carpeting and furniture............. 96| 125.8 | 128.8 | 131.1 | 132.0 | 129.1 | 130.8 | 131.3 | 133.5 | 133.3 | 132.3 | 134.1 | 130.8 | 130.8
18 Miscellaneous home goods ......... 171 96.0 | 96.5| 963 | 994 | 998 93| 99.8 | 99.4 | 100.7 | 101.8 | 102.2 | 101.6 | 101.2
19 Nondurable consumer goods............ 18.63| 127.5 | 127.8 | 128.3 [ 129.4 | 129.2 | 129.4 | 129.8 | 129.8 | 131.1 | 1309 { 132.1 | 132.3 [ 132.3 [ 132.8
20 Consumer staples. ..............o.u 15291 97.0 | 134.4 | 135.0 | 136.0 | 135.9 | 1359 | 136.5 | 136.4 | 137.7 | 137.6 | 138.9 | 139.2 | 139.3 | 139.9
21 Consumer foods and tabacco i 7.800 1341 11316 ) 1326 ) 133.9 | 132.9 | 134.0 | 134.8 | 1344 | 1356 | 136.0 | 137.2 | 1373 [ 138.0 | ....
22 Nonfood staples.............. 7.491 1319 1 1372 | 137.4 | 138.2 | 139.0 | 137.9 | 138.2 | 138.5 | 139.9 | 139.2 | 140.6 | 141.2 | 140.7 | 141.2
23 Consumer chemical products 2,751 136.5 | 161.7 | 161.0 | 163.1 | 165.9 | 164.7 | 165.7 | 164.7 | 1659 | 164.4 | 165.7 | 167.1 | 166.3 | ....
24 Consumer paper products . .. 1.88] 161.2 { 150.3 | 151.5 | 150.1 | 149.4 | 147.8 | 147.5 | 148.9 | 1529 | 153.1 | 153.8 | 153.7 | 153.9
25 Consumer energy........... 2.86| 147.4 | 1052 | 105.5 | 106.4 | 106.3 | 105.7 [ 105.8 | 106.5 | 106.4 | 105.9 [ 108.0 | 108.2 | 107.4
26 Consumer fuel ........... L] 1.44] 1057 | 9.8 | 917 92.2| 950} 925 941 94.5) 921 91.9| 927 91.4| 915
27 Residential wilities ............ 1.42] 92.8 ) 119.8 ) 119.6 | 120.8 | 117.8 | 119.2 } 117.7 | 118.7 | 121.0 } 120.2 } 123.6 | 1253 | ....
Equipment
28 Business and defense equipment ........ 18,01| 147.1 | 148.4 | 148.1 | 147.0 | 147.7 | 150.1 | 150.1 | 150.0 | 150.8 | 153.2 | 154.4 | 154.6 | 155.7 | 157.3
29  Business equipment,.............. oo | 1434 138.6 | 139.1 | 138.6 | 137.1 { 138.1 | 140.8 | 140.8 | 140.8 } 141.7 | 144.2 | 145.6 } 145.5 | 146.6 | 148.4
30 Construction, mining, and farm ..... 2.08] 598 S58.0| 566 | 582 S72| S68 ) 5811 SB6&| 612} 63.0| 650 660 662} 66.4
31 Manufacturing. ...l 3.27| 112.0 § 112,7 | 109.6 | 108.8 | 110.1 | 111.5 | 110,9 | 111.1 | 1115 | 117.2 | 120.4 | 120.9 | 120.9 | 121.7
32 POWET . v eeviiiii s 127( 816 805 79.51 802 79.6 1 81.2 | 817 | 824 ) 840] 840 ] 818 | 833 | 828 | 83.3
33 Commercial 5.22| 214.6 | 2154 { 217.3 | 213.7 | 215.9 | 218.4 | 219.7 | 220.9 | 222.0 | 226.7 | 227.9 | 227.4 | 230.0 | 230.9
34 TTANSHL « v eevev s cenee i 2.49( 109.2 | 111.8 ( 110.7 | 108.9 | 109.5 | 117.4 | 114.0 | 110.4 | 110.1 | 105.4 | 106.1 | 104.5 | 105.2 | 112.7
35  Defense and space equipment......... 3.67| 180.3 | 184.6 | 184.9 | 185.8 | 185.2 | 186.5 | 186.6 | 186.1 | 186.5 | 188.6 | 188.7 | 190.1 | 191.3 | 192.1
Intermediate products
36 Construction supplies .................. 5.95] 124.7 1 126.3 | 126.8 | 127.9 | 128.3 | 128.4 j 128.5 | 127.3 | 128.3 j 131.5 | 133.1 | 132.2 | 1324 | 1324
37 Business supplies.............o..ooii. 6.99] 146.4 [ 149.3 | 149.7 | 149.8 [ 148.3 | 149.4 | 150.5 | 150.5 | 153.8 [ 153.4 | 155.2 { 155.5 { 154.2 | ....
38  General business supplies ............ 5.67| 150.6 | 154.1 | 153.7 | 154.3 | 153.3 | 154.1 | 155.2 | 155.5 { 158.2 | 158.5 | 160.5 | 160.3 | 159.3 .
39  Commercial energy products. ,........ 1.31) 128.3 | 128.8 | 132.4 | 130.3 | 126.8 | 128.8 | 130.3 | 129.0 | 135.0 | 131.1 | 132.3 | 135.0 | 132.0
Materials
40 Durable goods materials................ 20.50] 119.7 | 119.2 | 120.4 | 120.7 | 120.5 | 121.5 | 121.8 | 122.2 | 121.6 | 124.0 | 125.2 | 125.3 | 125.0 | 125.8
41 Durable consumer parts . 4921 98.5 97.0 98.0 [ 98.8 99.0 [ 100.0 98.9 96.2 95.2 99.2 98.5 99.3 98.8 99.3
42 Equipment parts. ... 5.94| 153.9 1 153.5 | 154.5 | 154.2 | 154.0 [ 155.6 | 155.8 | 157.1 | 156.0 { 158.3 | 159.3 | 159.4 | 159.3 | 160.4
43 Durable materials n.e.c. . . 9.64| 109.4 | 109.4 | 110.7 | 111.2 | 110.8 ] 111.5 | 112.6 | 114.1 | 113.9 | 115.5 | 117.7 | 117.7 | 117.2 | 118.0
44 Basic metal materials .............. 4.64 806.0 78.8 82.1 80.3 79.2 80.3 80.8 81.8 81.9 83.6 86.6 90.2 89.8 B
45 Nondurable goods materials ............ 10.09] 118.3 | 120.3 | 120.2 | 123.2 | 123.2 | 122.5 | 122.8 | 125.4 | 125.3 | 124.1 | 127.6 | 128.1 | 128.7 | 128.1
46  Textile, paper, and chemical
materials ... . e 7.531 118.9 { 121.3 | 121.0 | 124.7 | 125.0 | 123.6 | 124.0 | 126.9 | 126,5 | 125.1 | 129.6 | 130.4 | 131.0 | 130.4
47 Textile materials. .................. 1.52| 110.6 | 114.3 | 115.6 | 116.1 | 116.5 | 115.8 | 118.5 | 125.0 L. 1119 117.8 | 117.0 | 117.8 AP
48 Pulp and paper materials .. co 1,550 132.1 | 133.5 | 134.2 | 140.2 | 137.9 | 136.7 | 134.7 | 137.4 | 137.4 | 139.0 | 1454 | 1450 | 1442 | ..
49 Chemical materials ................ 4461 117.1 | 119.5 [ 118.5 [ 122.3 | 123.4 | 121.8 | 122.1 | 125.0 | 125.0 [ 124.9 | 128.1 | 130.0 { 130.9
50  Miscellaneous nondurable materials ... | 2.57| 1165 | 117.5 | 117.6 | 118.5 | 118.0 | 119.0 | 119.2 | 121.1 | 122,0 | 1209 | 122.0 | 121.1 | ...,
S1 Energy materials ...............oo0o00 11.69( 95.9 96.9 98.7 98.8 98.9 97.6 97.0 97.5 9.3 99.4 99.0 99.9 99.6 99.3
52 Primary energy........oviiiiiiiiinn 7.570 105.5 | 1027 | 1048 | 105.1 1 104.1 { 102.6 { 101.5 [ 102.3 1 103.6 | 1040 | 102.5 | 103.8 | 103.7 ( ....
53 Converted fuel materials ............. 4.12( 896 86.2 87.6 | 873 89.4 | 88.5 88.9 | 88.7 91.4 91.0 92.5 922.8 92,2
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued

sic 1977 1986 1986 1987
. pro-
Groups code | por- | avg.
tion Oct. | Nov. | Dec. | Jan. | Feb, | Mar. | Apr. | May | June | July” | Aug. |Sept.”| Oct.®
Index (1977 = 100)
Masor INDUSTRY
1 Mining and utilities..............| ..... 15.79 | 103.4| 100.9( 102.0] 101.6] 102.6! 102.4{ 101.9] 1014} 103.1} 103.0] 103.7] 104.9] 104.8] 105.0
2 Mimng......o.oell f N 9.83 99.6] 96.2] 97.5| 97.1] 99.4| 98.8] 98.3] 98.6] 99.2| 99.21 99.2] 100.3 101.0{ 101.5
3 Utilities............ | 5.96 | 109.6) 108.6] 109.6| 109.0] 108.0{ 108.5] 107.9] 106.0] 109.6( 109.4] 111.2| 112.5| 111.0| 110.8
4 Manufacturing gJooe 84.21 | 129.1 129.7) 130.1] 130.3| 130.7} 131.6] 132.4| 1324} 133.2 134.0] 135.6] 135.7] 1357 136.8
5 Nondurable B 3511 | 1309 131.2 131.7] 133.4) 132.7( 132.9{ 133.7] 134.6] 1357 136.9| 138.5] 138.6 138.6] 139.0
6 Durable................... P T 49.10 [ 127.9] 128.6] 129.0( 129.7} 129.31 130.80 131.5{ 13090 1314l 13201 13351 13373 133.6] 1353
Mining
TMetal.oo.oooviiiiie 10 SOl 70.9{ 71.1] 76.2[ 74.1] 736] 71.2{ 6571 7L7| 7071 71.4] 792;......]......
8Coal.............oovvns 11.12| 1.60 | 124.2{ 123.6] 129.8| 125.4( 136.4] 1317 122.3| 121.9 127.2] 128.8] 127.9| 130.5 133.3] 136.0
9 Oil and gas extraction ... 7.07 71 8921 89.6] 898 90.9] 92.4] 9311 9211 918 9181 922 95| 925
10 Stone and earth minerals 14 66 | 113.9] 123.9] 123.2] 122.5] 116.1] 1221 123.8] 125.4] 127.6) 128.5| 130.7{ 130.0] 129.6)......
Nondurable manufactures
11 Foods ..........oovveviiiines 201 7.96 | 133.6] 133.7| 1353} 136.7 134.6] 136.4{ 137.3] 136.0
12 Tobacco products. ... . . 21 .62 96.6] 9B.2] 96.4{ 93.4] 899 99.9| 101.1] 99.6
13 Textile mill products .. R 221 229§ 113.2] 1102} 112.2) 113.4) 109.2] 110.8] 112.6] 116.6
14 Apparel products . .. 23 279 | 103.6] 103.9] 103.8| 104.9( 106.1] 106.5} 105.4| 1053
15 Paper and products ... 26| 3.15 | 136.4| 138.8] 139.6{ 141.1| 139.7| 139.9] 139.9/ 140.5
16 Printing and publishing . . 27| 4.54 | 163.4 164.4] 164.8| 166.4| 166.3| 164.4| 167.6] 169.2
17 Chemicals and products . 281 8.05 (| 133.01 13331 132.3] 135.7] 136.4] 135.7] 1353] 137.3
18 Petroleum products ....... 29[ 2.40 92,11 924 9.5 93.5] 956/ 91.6] 92.1] 94.0
19 Rubber and plastic products. .. ... 30| 2.80 | 153.3| 154.2f 155.2f 157.1 155.3] 156.2{ 158.6] 160.5
20 Leather and products............ 31 .53 6131 59.4] 61.0] 6027 5897 59.8] 59.4] 60.2
Durable manyfactures
21 Lumber and products ........... 24| 230 [ 123.4] 124.6] 130.3] 133.5] 128.5| 129.6| 128.9( 127.8| 130.3| 131.1f 132.8{ 131.1} 130.9]......
22 Furniture and fixtures .. ... . 250 1.27 | 146.7) 145.4| 145.6| 148.8| 143.5| 1450 149.9| 148.2| 150.5( 153.9| 156.2| 153.1 153.3[......
23 Clay, glass, stone products 21 272} 1202 117.3] 118.7] 119.41 121.9] 118.8} 119.8] 120.6{ 117.2{ 117.9] 118.8| 116.7] 116.6]......
24 Primary metals ................. 33) 533 7581 7311 7550 734] 7281 75 77.0 76.1) 7701 788 814 8| 84.5| 851
25 lron and steel ........ . 331.2] 349 63.4] 61.0f 63.5) 61.3] 59.5 623] 654 65.0] 657 3 709 75.51......]......
26 Fabricated metal products . 34| 6.46 | 107.4 1089 108.3| 109.6( 108.41 108.3| 110.5! 109.9{ 108.51 1111} 1111} 109.9] 1101} 1111
27 Nonelectrical machinery . cee 35| 9.54 | 1419 145.0] 144.5| 144.8| 143.4| 145.5| 148.5| 150.4} 149.7| 151.8f 155.3] 154.1f 156.4 157.3
28 Electrical machinery ............ 36) 7.15 | 166.5) 167.3| 167.9| 170.4| 170.4] 171.0] 168.5{ 168.4| 171.1] 170.5| 172.5| 174.0| 173.5 173.6
29 Transportation equipment. ....... 37| 9.13 | 125.8] 127.6] 1269 126.8 129.0| 132.7] 132.2| 127.8] 129.4| 126.5] 127.6] 128.0] 125.8] 132.0
Motor vehicles and parts ...... 3711 5.25 1 1109} 110.3] 109.1) 109.7) 112.0) 117.7] 116.5f 109.8] 112.0] 107.4] 109.4| 109.1| 105.8| 115.7
31 Aerospace and miscellaneous
transportation equipment . .[372-6.9 3.87 1 146.11 151.2( 1511 150.1 151.9] 153.0f 153.4| 152.3] 153.1} 152.4] 152.3] 153.7] 153.0} 154.1
32 Instruments 38 2.66 | 141.3| 139.1] 139.3] 140.2| 139.5 142.0{ 140.3| 142.81 142,11 144.5} 143.8] 146,1) 144.8) 146.2
33 Miscelt 391 146 99.31 100.0| 100.9] 103.8] 101.6( 101.6] 103.9{ 101.4| 101.9{ 101.2| 100.5( 100.4| 100.5!......
Utilities
34 Electric.....c.covvvviviivnni] venn 4.17 | 122.2| 124.0] 124.4| 122.6] 121.6| 122.3| 123.6| 122.3| 128.8] 128.8] 131.0| 132.6| 130.1]......
Gross value (billions of 1982 dollars, annual rates)
MAJOR MARKET
35 Products, total ..................[ ..... 517.5 |1,702.2(1,687.3(1,686.7(1,700.7|1,701.6|1,718,7|1,725.21,710.0] 1,723.0| 1,720.4}1,732.5]1,739.2{1,737.2(1,767.4
36 Final ....ooovvvuueieninnnnd] i 405.7 (1,314.5[1,296.9(1,296.6/1,307.3{1,310.9[1,329.2(1,330.3]1,316.5|1,324.7]1,320.1]1,326.6/1,333.9| 1,334.4[1,360.7
37 Consumer goods. ... o 272.7 | 853.8] 843.5 846.5| 857.1| 860.0| 865.3| 868.1] 857.1| 862.8 855.1| 863.2| 865.6[ 860.1 876.1
38 Equipment......... d o 133.0 | 458.2] 453.4] 450.0] 450.21 450.9] 463.9] 462.21 459.4] 461.9] 465.0| 463.5| 468.3| 474.3| 484.7
39 Intermediate....................| ... 1119 | 387.6] 390.3] 390.2) 393.4| 390.7| 389.5| 394.9] 393.6] 398.4| 400.3| 405.9 405.3| 402.8] 406.6
A A major revision of the industrial 5procluction index and the capacity (July 1985), pp. 487-501. The revised indexes for January through June 1985 were
utilization rates was released in july 1985. See “‘A Revision of the Index of shown in the September BULLETIN,
Industrial Production™ and accompanying tables that contain revised indexes NoTE. These data also appear in the Board's G.12.3 (414) release. For address,

(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71 see inside front cover.



Selected Measures A49
2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
1986 1987
Item 1984 1985 1986
Dec. Jan. Feb. Mar. Apr. May June July” Aug.” Sept.
Private residential real estate activity (thousands of units)
New UNITS
1 Permits authorized ................ 1,682 1,733 1,750 | 1,862 { 1,652 | 1,676 | 1,719 | 1598 1,493 1,517 | 1,487 1,502 | 1,502
Tfamily. .. ..oovieiiiiiinii 922 957 1,071 1,184 | 1,085 | 1,204 1,150 | 1,058 1,009 | 1,039 993 1,023 992
3 2-or-more-family................ 759 777 679 678 567 472 569 540 484 478 494 479 510
4 Started ... 1,742 1,805 1,813 1,816 1,838 1,730 1,643 1,606 1,586 1,598 1,585 1,648
S 1-family. 1,072 | 1,179 | 1,233 | 1,253 1,303 1,211 1,208 | 1,130 | 1,088 1,143 1,111 1,186
6  2-or-mor 669 626 580 563 535 519 435 476 498 455 474 462
7 Under construction, end of period® . { 1,051 1,063 1,074 1,104 1,089 1,096 1,085 1,070 1,061 1,059 1,053 1,050 1,057
8 1family.............cooiiiin 556 539 583 610 609 621 618 623 621 620 623 626 635
9  2-or-more-family................ 494 524 490 494 480 476 467 446 441 439 430 424 422
10 Completed ...........coviiivinnes 1,652 1,703 1,756 1,894 1,956 1,726 1,689 1,830 1,621 1,601 1,698 1,665 1,540
11 lfamily.......oooiiivieiin 1,025 1,072 1,120 1,184 1,217 1,107 1,141 1,148 1,158 1,101 1,120 1,064 1,073
12 2-or-more-family................ 627 631 637 710 739 619 548 682 463 500 578 601 467
13 Mobile homes shipped............. 296 284 244 251 242 231 228 227 222 231 245 233 244
Merchant builder activity in
1-family units
14 Number sold ..........oovoviinnes 639 688 748 768 712 740 720 733 649 641 675 692 656
15 Number for sale, end of period! .. .. 358 350 361 357 358 358 358 359 355 359 358 360 359
Price (thousands of dollars)
Median
16 A Unitssold..........oovveniinnns 80.0 84.3 92.2 95.0 98.5 95.2 98.4 96.5 104.9 109.0 | 104.0 | 106.5 115.6
verage
17 Unitssold..............c.ooeees 97.5 101.0 | 1122 | 1189 | 1221 1213 119.5 118.1 126.6 135.8 128.7 129.6 | 139.8
ExisTinGg UNiTs (1-family)
18 Numbersold ..............o0vees 2,868 | 3,217 | 3,566 | 4,060 | 3,480 | 3,690 | 3,680 | 3,560 | 3,770 | 3,500 | 3,430 | 3,410 | 3,450
Price of units sold (thou-
sands of dollars)
19 Median ......ocovvvieiieiiiicninns 72.3 75.4 80.3 80.8 82.1 85.0 85.6 85.0 85.2 85.2 86.2 85.1 85.1
20 AVETABE .. \vvvniinrenenirininsenn 85.9 90.6 98.3 100.6 | 100.1 ) 1043 | 1049 | 105.0 | 106.3 106.0 | 107.6 | 105.3 106.2
Value of new construction® (millions of dollars)
CONSTRUCTION
21 Totalputinplace ................. 328,643 | 355,995 | 388,815 | 380,175 | 384,716 | 401,644 | 388,303 | 396,222 | 396,680 | 397,191"] 399,674 | 400,067 | 406,337
22 Private. .. ...oiiiii i 270,978 | 291,665 | 316,589 | 306,826 | 310,170 | 326,453 | 312,203 | 320,483 | 321,414 | 324,256"( 324,954 | 328,180 | 329,711
23 Residential ...............000hee 153,849 1 158,475 | 187,147 | 181,682 | 187,813 | 203,115 | 190,812 | 199,523 | 195,871 | 200,864 | 198,063 | 199,440 | 200,733
24 N(E1r.cl§i~demial, total ............ 117,129 1 133,190 | 129,442 | 125,144 | 122,357 | 123,338 | 121,391 | 120,960 | 125,543 | 123,392} 126,891 | 128,740 | 128,978
uildings. ..o
25 [ndusglrial .................. 13,746 | 15,769 | 13,747 | 13,207 | 12,094 | 12,112 11,354 | 11,492 13,376 | 13,023'| 12,953 | 13,568 | 13,790
26 3 51,315 | 48,5923 54,809 | 50,881 | 53,071 | 52,285 | 50,924 | 53,224 | 51,8317 52,768 | 53,404 [ 53,493
27 12,619 § 13,216 | 14,231 ) 14,755| 14,776 | 15,143 ] 14,950 § 14,926 | 14,769"| 15,338 | 14,875 15,586
28 53,487 § 53,887 | 42,807 | 44,627 | 43,379 | 42,609 | 43,594 | 44,017 | 43,7697 45,832 | 46,893 | 46,109
29 Public 64,326 ) 72,225} 73,348 | 74,546 | 75,191 ) 76,100 75,739 | 75,266 | 72,917| 74,720 | 71,887 | 76,626
3,283 3,919 4,313 ,100 ,806 3,893 3,403 4,397 ,352 ,316 3,961 4,036
31 21,756 3,360 | 21,935 | 23,5081 23,260 | 23,575 ( 22,673 | 22,607 | 21,704 | 23,167 | 21,132 | 23,800
32 4,746 4,668 4,954 5,155 4,883 192 5,551 4,839 5,498 5,295 5,096 4,866
33 34,541 | 40,278 | 42,146 | 41,783 | 44,242 | 43,840 | 44,112 | 43,423 | 41,3637 41,942 | 41,698 | 43,930

1. Not at annual rates.

2. Not seasonally adjusted.

3. Value of new construction data in recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census in its estimating techniques. For a description of these changes see
Construction Reports (C-30-76-3), issued by the Bureau in July 1976.

NoTte. Census Bureau estimates for all series except (1) mobile homes, which
are private, domestic shipments as reported by tﬁe Manufactured Housing
Institute and seasonally adjusted by the Sensus Bureau, and (2) sales and prices
of existing units, which are published by the National Association of Realtors. Al
back and current figures are available from the ori%inating agency. Permit
authorizations are those reported to the Census Bureau from 16,000 jurisdictions
beginning with 1978.
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

Change from 12 Change from 3 months earlier .
months earlier (at annual rate) Change from 1 month earlier Index
lavel
Ct.
Ttem 1986 1987 1987 1987
1986 1987 (1967
Oct. Oct. =100
Dec Mar. June” Sept.” | June’ July” Aug. Sept. Oct
CoNsUMER Prices?
TAllftems . ..., 1.5 4.5 2.5 6.2 4.6 3.6 4 2 .5 2 4 345.3
2F00d .. i 4.5 3.6 4.1 2.5 6.5 1.4 N -2 .0 .5 4 3353
3 Energy items............... ..o —18.4 8.1 -9.9 26.1 7.9 5.0 1.5 1 1.7 -.5 ~.9 376.7
4 All items less food and energy. . 4.0 4.4 37 52 4.0 3.7 2 3 4 2 5 346.1
5 Commodities ............. 1.3 3.8 1.4 5.1 38 3.0 0 3 1 3 5 275.6
6 Services ...... R 5.5 4.7 5.1 53 3.8 4.2 2 4 .5 1 5 422.6
PRODUCER PRICES
7 Finished goods ............c.oovcvvennes 2.6 1.8 4.3 39 2.7 2 4 0 3 -2 298.2
8 Consumer foods ........ 2 1.0 ~6.7 12.7 -1.7 1 -2 -13 1.1 —.1 284.1
9  Consumer energy ....... 13.8 -12.5 59.8 5.5 2.0 1.5 2.7 1.5 ~3.7 -1.0 514.5
10 Other consumer goods. . . 2.5 4.4 4.2 -2 4.9 1 3 3 6 0 269.1
11 Capital equipment. .................... 1.5 34 4 1.2 4.4 -.1 2 2 N -.4 3147
12 Intermediate materials®.................. 5.0 -1.2 7.8 5.7 4.6 .6 7 .5 .0 5 325.9
13 Excludingenergy ..................... 43 1.2 33 4.6 5.0 5 5 3 5 9 317.8
Crude materials
14 Foods ............... 4.6 1.1 -27 | -103 34.8 -6.2 -14 -2.2 1 .5 1.3 237.7
1S Energy o] —281 132 -5 50.0 114 6.1 1.5 3.8 5 -2.7 -17 604.9
16 Other.........ccviviviiviiiniiinnnnns -1.7 23.9 8.5 15.9 319 37.1 3.9 3.2 1.0 3.8 4.1 300.1
1. Not seasonally adjusted. 3. Excludes intermediate materials for food uring and factured

2. Figures for consumer prices are those for all urban consumers and reflect a
rentat equivalence measure of homeownership after 1982.

animal feeds.
Source. Bureau of 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.

1986 1987
Account 1984 1985 1986
Q3 Q4 Q1 Q2 Q¥
GRoss NATIONAL ProbpuCT
B 1 P 3,7172.2 4,010.3 4,235.0 4,265.9 4,288.1 4,371.7 4,445.1 4,520.5
By source .
2 Personal consumption expenditures ..o, 2,430.5 2,629.4 2,799.8 2,837.1 2,858.6 2,893.8 2,943.7 3,006.7
3 Durablegoods ... 335.5 368.7 402.4 427.6 419.8 396.1 409.0 434.8
4  Nondurable goods 867.3 913.1 939.4 940.0 946.3 969.9 982.1 987.2
5 SeIVICES . e e 1,227.6 1,347.5 1,458.0 1,469.5 1,492.4 1,527.7 1,552.6 1,584.7
6 Gross private domestic investment 664.8 641.6 671.0 660.8 660.2 699.9 702.6 707.4
7  Fixed investment .............. o 597.1 631.6 655.2 657.3 666.6 648.2 662.3 684.9
8 Nonresidential ., . . 416.0 442.6 436.9 433.5 439.7 422.8 434.6 456.8
9 Structures ... 141.1 152.5 137.4 131.1 132.9 128.7 129.7 136.6
10 Producers’ dur: q 274.9 290.1 299.5 3024 306.7 294.1 304.9 320.2
11 Residential structures 181.1 189.0 218.3 223.8 2269 225.4 227.7 228.1
12 Change in business inventories 67.7 10.0 15.7 35 -6.4 51.6 40.3 22.5
13 NOMFAM L oo i e e 60.5 13.6 16.8 -9 5.1 48,7 273 8.6
14 Net exports of goods and services . ........covviieininiinenns -58.9 -79.2 —105.5 -110.5 -116.9 -112.2 —118.4 -119.8
1S Exports 3835 369.9 376.2 376.6 383.3 397.3 416.5 434.6
16  Imports 442.4 449.2 481.7 487.1 500.2 509.5 534.8 554.4
17 Government purchases of goods and services .................. 735.9 818.6 869.7 878.5 886.3 896.2 7.1 926.1
18 Pederal .....ocoiiiiiiiiiiiiii 310.5 353.9 366.2 371.2 368.6 366.9 379.6 378.8
19  State and local 425.3 464.7 503.5 507.3 517.7 529.3 537.6 547.3
By major type of product
20 Final sales, total 3,704.5 4,000.3 4,219.3 4,262.4 4,294.6 4,326.0 4,404.8 4,497.9
21 gods ... 1,637.9 1,693.8 1,703.6 1,698.9 1,738.7 1,763.5 1,794.9
2 Durable ...... 704.3 726.8 735.8 737.3 747.0 756.7 780.6
23 Nondurable .. 5 933.6 967.0 967.8 961.6 991.7 1,006.8 1,014.3
24 Services ....... - . 1,969.2 2,116.2 2,136.6 2,160.0 2,212.0 2,252.2 2,289.7
25  Structures ...... . 403.1 425.0 425.7 429.3 429.4 435.8
26 Change in business inventories 67.7 10.0 15.7 35 —6.4 51.6 40.3 22.5
27  Durable goods ...... . 40.2 7.3 4.8 -121 -4.5 35.2 22.1 -3.0
28 Nondurable goods .............cociiiiiiiii 275 2.7 10.9 15.6 -1.9 16.5 18.2 25.6
29 Memo
Total GNP in 1982 dollars ..., 3,501.4 3,607.5 3,713.3 3,718.0 3,731.5 3,772.2 3,795.3 3,833.4
NATIONAL INCOME
1 A 1 3,028.6 3,229.9 3,422.0 3,438.7 3,471.0 3,548.3 3,593.3 3,654.2
31 Compensation of employees ...........ocvveiiireacniiiiani., 2,213.9 2,370.8 2,504.9 2,515.1 2,552.0 2,589.9 2,623.4 2,663.8
32 Wagesand salaries .. ......ooviiiiiiiii i 1,838.8 1,974.7 2,089.1 2,097.9 2,128.5 2,163.3 2,191.4 2,226.8
33 overnment and government enterprises ,........... .00l 346.1 372.3 394.8 397.7 403.8 412.2 418.1 424.2
34 (0707 N 1,492.5 1,602.6 1,694.3 1,700.2 1,724.7 1,751.1 1,773.3 1,802.6
35  Supplement to wages and salaries .. ... 3751 396.1 415.8 417.2 423.5 426.6 432.0 437.0
36 mployer contributions for social insurance ............... 192.2 203.8 214.7 214.9 219.1 220.0 222.5 2259
37 Other {abor inComMeE .......coviiiei i 182.9 192.3 201.1 202.3 204.4 206.7 209.5 211.1
38 Proprietors’ iNCOME: ... . oiiviiireeerirnsiriininineenes 234.5 257.3 289.8 292.5 297.8 3209 323.1 3214
39 Busir\ess and professional! 204.0 276 252.6 256.2 261.2 269.7 275.8 282.1
40  Farm® ..o 30.5 29.7 37.2 36.3 36.6 51.3 413 39.3
41 Rental income of PErSONS® ... .o vvuuirneeerreersinrennereens 8.5 9.0 16.7 17.2 18.4 20.0 18.9 17.3
42 Corporate profits® | g e 266.9 277.6 284.4 286.4 281.1 294.0 296.8 313.7
43 Profits before tax” ...............o000 240.0 224.8 2319 236.3 247.9 257.0 268.7 282.1
44  Inventory valuation adjustment .. .. ~58 -7 6.5 6.0 -89 -11.3 -20.0 -16.1
45  Capital consumption adjustment ... 327 53.5 46.0 44.0 42.1 48.2 48.0 4.7
46 Net interest. ... c.v.uvieriinirireeiiieireniiinnns 304.8 315.3 326.1 327.5 321.7 323.6 3311 338.0
1. With inventory valuation and capital consumption adjustments, 3. For after—tax profits, dividends, and the like, sce table 1,48,

2. With capital consumption adjustment. 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.

1986 1987
Account 1984 1985 1986
Q3 QU Q Q Q¥
PERSONAL INCOME AND SAVING
1 Total personal income ..............ccoiiviiiiiiiiiiiiienen, 3,108.7 3,327.0 3,534.3 3,553.6 3,593.6 3,662.¢ 3,708.6 3,756.7
2 Wage and salary disbursements .........cooceiiiiiiiiaiiinn, 1,838.6 1,974.9 2,089.1 2,097.9 2,128.5 2,163.3 2,191.4 2,226.6
ommodity-producing industries . 577.6 609.2 623, 622.8 628.4 632.9 635.0 641.5
4 Manufacturing ........... 439.1 460.9 470.5 470.0 474.5 477.2 479.0 484.9
5  Distributive industries 442.8 473.0 497.1 498.6 504.7 511.5 518.9 526.6
6 Service industries .............. 472.1 5204 573.9 578.8 591.6 606.7 619.3 634.3
7 Government and government enterprises ........oooviiien.ay 346.1 3723 394.8 397.7 403.8 412,2 418.1 424.2
8 Other labor inCOME ... vvovvier i aieeannas 1829 1923 201.1 202.3 204.4 206.7 209.5 211.1
9 Proprietors' income’ ...... (- 234.5 257.3 289.8 292.5 297.8 320.9 323.1 214
10  Business and professional 204.0 227.6 252.6 256.2 261.2 269.7 275.8 282.1
11 Farm' .....oooieiiinien. 30.5 2.7 37.2 36.3 36.6 51.3 47.3 39.3
12 Rental income of persons? 8.5 9.0 16.7 17.2 18.4 20.0 18.9 17.3
13 Dividends ............... 75.5 76.3 81.2 82.1 82.9 84.5 86.3 88,7
14 Personal interest income 444.7 476.5 497.6 498.1 496.8 499.8 506.3 516.6
15 Transfer payments .. 456.6 489.7 518.3 523.6 526.6 533.7 541.5 545.7
Old-age survivors, disability, and health insurance benefits ... 235.7 2534 269.2 272.4 273.5 278.0 282.3 284.4
17 Less: Personal contributions for social insurance ............ 132.7 148.9 159.6 160.1 161.8 166.7 168.4 170.7
18 EQUALS: Personal income ...........ovveviiniinoreiiiiaian, 3,108.7 3,327.0 3,534.3 3,553.6 3,593.6 3,662.0 3,708.6 3,756.7
19  Less: Personal tax and nontax payments ..............oeuen. 440.2 485.9 512.2 515.3 532.0 536.1 578.0 565.6
20 EqQuaLs: Disposable personal income ...........c.coovoiiiinn 2,668.6 2,841.1 30221 3,038.2 3,061.6 3,1259 3,130.6 3,191.1
21 Less: Personal outlays ............occoiiiiiiiiiinnn 2,504.5 2,714.1 2,891.5 2,929.4 2,952.6 2,987.5 3,037.4 3,102.1
22 EQUALS: Personal 5aving .......coviuieeroiieiiiniiiieiieia, 164.1 127.1 130.6 108.9 109.0 138.4 93.2 89.0
MEemo
Per capita (1982 dollars)
23 Gross national product ..........ceiiiiiiii i 14,770.6 | 15,073.7 | 15,368.3 | 15,369.9 { 15,387.6 | 15,523.4 | 15,5864 | 15,704.2
24  Personal consumption expenditures . ,488.6 9,830. 10,141.9 | 10,241.8 | 10,228.8 10,1889 | 10,215.6 | 10,312.1
25  Disposable personal income ..... 10,419.0 | 10,622.0 | 10,947.0 10,968.0 10,956.0 11,008.0 | 10,865.0 10,945.0
26 Saving rate (PETCENE) .........vveriiriesinnoneniirerienariienes 6.1 4 4.3 3.6 3.6 4.4 3.0 2.8
GROSS SAVING
27 GrossSaving .............ioiiiiniann e IR T 568.5 531.3 532.0 516.2 515.3 554.3 551.3 558.6
28 Gross private SAVINE L ..ottt iiiainernans ey 673.5 664.2 679.8 660.4 633.4 683.8 639.9 650.1
29 Personal saving ............ . 164.1 1271 130.6 108.9 109.0 138.4 93.2 89.0
30 Undistributed corporate profus ....... 94.0 99.6 92.6 92.6 78.5 75.6 70.1 77.9
31 Corporate inventory valuation ad_]ustment -58 -7 6.5 6.0 -89 -11.3 ~20.0 —-16.1
Capital consumption allowances

32 COTPOIALE ..\ \ievusineenerunesirarnsraaenreraraninneeienins 254.5 269.1 282.8 2843 289.3 291.8 294.5 297.8
33 NOMCOMPOTALE .. v vvvrvuvrncnieereriarnrreciraaererarnanaenes 160.9 168.5 173.8 174.6 176.6 178.0 182.1 185.3

34  Government surplus, or deficit (—), national income and
product accounts -105.0 -132.9 -147.8 ~144.1 -138.1 ~129.5 —88.6 ~91.5
35 Federal ......... -169.6 -196.0 -204.7 -203.7 —-188.7 ~170.5 -139.2 -137.2
36  State and local 64, 63.1 56.8 59.6 50.6 41.0 50.6 457
37 Gross {nvestiment .........oiiuiiniiiii i 573.9 528.7 527.1 510.1 503.7 552.1 548.1 547.6
38 Gross private dOMEStic . .......ovviieriiereiiiiii i 664.8 641.6 671.0 660.8 660.2 699.9 702.6 707.4
39 Netforeign .....ocoviiriiiiiiiniiirianiiiiiaiiiieiaianenes -90.9 -115.9 —143.9 ~150.7 -156.5 -147.7 —154.5 —159.8
40 Statistical discripancy .. .........cooiieiiiiiiiii s 54 -5.6 -4.9 -6.1 -11.6 =22 -31 -11.1

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

Source. Survey of Current Business (Depariment of Commerce).
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3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Miltions of dollars; quarterly data are seasonally adjusted except as noted.!

1986 1987
Item credits or debits 1984 1985 1986
Q2 Q3 Q4 Q Q2
1 Balance on CUrrent acCoUNt ......ovvnvetiiaiinironavenine, -107,013 | ~116,394 | —141,352 | 33,755 —36,583 -37,977 —36,784 —41,097
2 Notseasonally adjusted .............oooooinn o b el —34,634 —40,230 —36,398 -33,435 —41,956
3 Merchandise trade baldnce ............................ -112,522 | —122,148 | —144,339 [ -33,651 -37,115 —38,595 —38,757 ~139,525
4 Merchandise EXPOTES .« ottt 219,900 215,935 224,361 56,928 56,534 57,021 56,992 59,975
5 Merchandise imports . ..........oovvii —332,422 | —338,083 | —368,700 [ —90,579 ~93,649 —95,616 —95,749 -99,500
6  Military transactions, n t .. . -1,942 —3,338 -3,662 ~1,054 ~815 -49 -37 111
7 Investment income, net’..... 18,490 25,398 20,844 4,587 5,339 4,492 5,500 1,608
8  Other service transactions, 11 S .. 1,138 —1,005 1,463 530 342 759 —387 —387
9  Remittances, pensions, and other transfers ............... -3,637 —-4,079 —-3,885 —918 ~875 -1,151 ~1,017 -913
10 U.S. government grants (excluding military) .............. ~8,541 —11,222 -11,772 —3,249 —3,459 —2,987 ~2,086 -1,991
11 Change in U.S. government assets, other than official
reserve assets, net (iNCrease, —).........cveviivenenn, ~5,476 -2,831 -1,920 -242 —-1,454 15 225 -182
12 Change in U.S. official reserve assets (increase, ~).......... -3,130 —3,858 312 16 280 132 1,956 3,419
13 Gold, ..o e 0 0 0 0 0 0 0 0
14  Special drawmg nghts (SDRS) ... -979 —-897 —246 -104 163 -31 76 -171
15 Reserve position in International Monetary Fund.......... —995 908 1,500 366 508 283 606 335
16 FOreign CUITeNCIes ... vvvevveeennnn i, —-1,156 ~3,869 -942 —246 -391 -120 1,274 3,255
17 Change in U.S. private assets abroad (increase, ) L —13,685 -24,711 —94,374 —25,303 —23,304 -32,351 13,352 —24,747
18  Bank-reported claims.........c.ooiiiiiiii i -11,127 ~1,323 —59,039 | -14,734 —18,878 —-31,800 25,686 -20,195
19  Nonbank-reported claims 5,019 1,361 —3,986 1,894 685 170 ~1,163 | .........
20 U.S. purchase of foreign securities, pet .................. -~4,756 ~7,481 -3,302 -1,149 620 3,113 —1,345 93
21 U.S. direct investments abroad, net’..................... -2,821 —17,268 —28,047 -7.526 -5,731 3,834 -9,826 —4,645
22 Change in foreign official assets in the United Stafes
(NCTEASE, F} .t vt e 2,987 ~-1,140 34,698 15,568 15,551 1,003 13,953 9,389
23 U.S. Treasury securities. 4,690 —838 34,515 14,538 12,167 4,572 12,145 11,082
24 Other U.S. government 0 1 .. 13 -301 -1,214 —644 ~-276 -117 —62 256
25  Other U.S. government liabilities® ................... . 586 823 1,723 925 999 —607 -1,381 -1,501
26 Other U.S. liabilities reponfd by U.S. banks ......... .. 555 645 554 1,280 2,963 —2,435 3,611 —135
27  Other foreign official assets” ............coivviviiiiin, ~2,857 —-1,469 —880 =531 ~302 —410 —~360 -313
28 Change in foreign private assets in the United States
(NCTEASE, ) L. .ttt 99,481 131,012 178,689 33,475 54,040 57,428 12,802 35,661
29  U.S. bank-reported liabilities. . ... e P 33,849 41,045 77,350 3,899 30,360 34,604 —13,614 15,150
30 U.S. nonbank-reported liabilities 4,704 —450 -2,791 -1,553 —80 1,035 1,761 | ...
31  Foreign private purchases of U.S. Treasury securities, net . 23,001 20,433 8,275 3,705 609 -3,074 -1,570 -2,562
32 Foreign purchases of other U.S. securities, net............ 12,568 50,962 70,802 22,888 17,074 12,269 18,499 15,858
33 Foreign direct investments in the United States net® ...... 25,359 19,022 25,053 4,536 6,077 12,594 7,726 7,215
34 Allocation of SDRS . ......oviiiii i 0 0 0 0 0 0 0 0
35 Discrepancy..........oovvviienn 26,837 17,920 23,947 10,241 ~-8,530 11,750 5,504 17,557
36  Owing to seasonal adjustments ............oovvvvcieinnn | b P —-2,044 —4,153 3,904 2,652 —1,987
37  Statistical discrepancy in recorded data before seasonal
adjustment ..., ...t i e 26,837 17,920 23,947 12,285 —-4,377 7,846 —8,156 19,544
Memo
Changes in official assets
38 U.S. official reserve assets (increase, —Jj .............ov0. -~3,130 —3,858 312 16 280 132 1,956 3,419
39  Foreign official assets in the United States (increase, +)
excludingline 25..........coovi i i 2,401 —1,963 32,975 14,643 14,552 1,610 15,334 10,890
40 Change in Organization of Petroleum Exporting Countries
officia} assets in the United States (part of line 22
ADOVE) . ot e ~4,504 -6,709 —8,508 -2,166 -3,023 -5,195 -2,901 —2,626
41 Transfers under military grant programs (excluded from
lines 4, 6, and 10 above)............ P 153 46 101 11 19 53 8 26
1. Seasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and 4. Primarily associated with military sales contracts and other transactions
8—41. arranged with or through foreign official agencies.
2. Data are on an international accounts (1A} basis. Differs from the Census 5. Consists of investments in U.S. corporate stocks and in debt securities of
basis data, shown in table 3.11, for reasons of coverafe and timing. Military private corporations and state and local governments,
exports are excluded from merchandise data and are included in line 6. NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business

3. Includes reinvested earnings. (Department of Commerce).
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3.11 U.S. FOREIGN TRADE!

Millions of dollars; monthly data are not seasonally adjusted.

1987
Item 1984 1985 1986
Mar. Apr. May June July Aug. Sept.

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments, f.a.s. value............, 223,976 218,815 226,808 21,776 20,496 20,784 21,126 21,008 20,222 20,986
2 GENERAL IMPORTS including

merchandise for i di

consumption plus entries into

bonded warehouses, c.i.f. value .. .. 346,364 352,463 382,964 34,694 33,459 34,822 36,838 37,483 35,905 35,062
3 Tradebalance ........cvoviiveninnnn. -122,389 | —133,648 | —156,156 | —12,918 | -12,963 | -14,039 | -15711 | -16,475 | —15,683 | —14,076

1. The Census basis data differ from merchandise trade data shown in table
3.10, U.S. International Transactions Summary, for reasons of coverage and
timing. On the export side, the largest adjustment is the exclusion of military sales
(which are combined with other military transactions and reported separately in
the **service account’” in table 3.10, line 6). On the import side, additions are made
for gold, ship purchases, imports of electricity from Canada, and other transac-

3.12 U.S. RESERVE ASSETS

Millions of dollars, end of period

tions; military payments are excluded and shown separately as indicated above.
As of Jan. 1, 1987 census data are released 45 days after the end of the month.
Total exports and the trade balance reflect adjustments for undocumented exports
to Canada.

Sourck. FT900 ‘‘Summary of U.S. Export and Import Merchandise Trade"
(Department of Commerce, Burcau of the Census).

1987
Type 1984 1985 1986

Apr. May June July Aug. Sept. Oct.?

1 Total......... Cherereehveneneraanes | 34,934 43,186 48,517 46,591 45,913 45,140 44,318 45,944 45,070 46,200
2 Gold stock, incll{ding Exchange Stabili-

zation Fund' ..................... 11,096 11,090 11,064 11,076 11,070 11,069 11,069 11,068 11,075 11,085

3 Special drawing rights® ............... 5,641 7,293 8,395 8,879 8,904 8,856 8,813 9,174 9,078 9,373
4 Reserve positi?n in International Mone-

tary Fund® ... ... 11,541 11,947 11,730 11,745 11,517 11,313 10,964 11,116 10,918 11,157

5 Foreign currencies® ................... 6,656 12,856 17,328 14,891 14,422 13,902 13,472 14,586 13,999 14,585

1. Gold heid under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exch rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used. The U.S. SDR holdings and reserve 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 million 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. 1, 1981; plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

1987
Assets 1984 1985 1986
Apr. May June July Aug. Sept. Oct.?
1Deposits ...t 267 430 287 342 319 318 261 294 456 236
Assets held in custody
2 U.S. Treasury sgcurities’ ............... 118,000 121,004 155,835 172,929 175,849 176,657 171,269 179,484 179,097 182,072
3 Earmarkedgold“....................... 14,242 14,245 14,048 14,031 14,031 14,034 14,010 14,022 14,015 13,998

1. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies.
2. Earmarked gold 1s valued at $42.22 per fine troy ounce.

NoTE. Excludes deposits and U.S. Treasury securities held for international
and regional organizations, Earmarked gold is gold held for foreign and interna-
tional accounts and is not included in the goid 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

1987
Asset account 1984 1985 1986
Mar. Apr. May June July Aug. Sept.?
All foreign countries

1 Total, alf currencies ................... 453,656 458,012 | 456,628 | d457,180" | 485,343 | 487,598" | 475,1887 | 470,391" | 473,540 | 489,838
2 Claims on United States ............... 113,393 119,706 114,563 | 112,163 | 128,722" | 127,009" | 123,400" | 123,687 | 124,759" | 137,048
3 Parentbank ................... . 78,109 87,201 83,492 81,677 94,444 92,217 89,395 89,816 89,981 101,618
4 Other banks in United States . . 13,664 13,057 13,685 13,113 15,366" 17,084 16,021 14,2%" 14,6827 15,890
5 Nonbanks .................. . 21,620 19,448 17,386 17,373 18,912 17,708 17,984 19,581 20,096 19,540
6 Claims on foreigners ........... . 320,162 315,676 312,955 310,927° | 321,344" | 328,280 319,546" 314,078" | 314,747 318,766
7  Other branches of parent bank . 95,184 91,399 96,281 89,200 93,669 101,309 101,232 96,582 97,988 103,553
8 Banks ............iie .o] 100,397 102,960 105,237 | 109,626" | 114,997" | 114,107 | 107,747" | 110,124" | 108,088" | 108,418
9  Public borrowers .......... . 23,343 23,478 23,706 22,666 22,892 23,295 22,684 21,412 21,537 21,205
10 Nonbank foreigners ................. 101,238 97,839 87,731 89,435" 89,786" 89,575 87,883" 85,960 87,134" 85,590
11 Other assets ............ovviveevnnin, 20,101 22,630 29,110 34,090 35,277 32,309 32,247 32,626 34,034" 34,024

12 Total payable in U.S. dollars 350,636 336,520 317,487 | 306,297° | 329,457" | 336,415" | 329,499 | 322,300" | 322,286" | 340,684

13 Claims on United States ............... 111,426 116,638 110,620 | 107,314" { 122,932" | 121,552" | 118,411" | 118,563" | 118,964" | 131,514
14 Parentbank ................. . 77,229 85,971 82,082 79,817 92,490 90,182 87,559 87,802 87,867 99,759
15 Other banks in United States . 13,500 12,454 12,830 11,976 13,557" 15,448" 14,709 12,781” 12,7937 13,883
16 Nonbanks .................. 20,697 18,213 15,708 15,521 16,885 15,922 16,143 17,980 18,304 17,872

228,600 210,129 195,063 | 185,649" § 192,360" | 201,451" | 198,465" | 190,590" | 189,958" | 194,484
78,746 72,727 72,197 63,983 66,916 75,014 75,771 72,515 73,327 77,699

17 Claims on foreigners .............
18  Other branches of pareat bank ..

19 Banks ... 76,940 71,868 66,421 66,0437 69,244" 69,525" 67,287 65,673 64,106 64,438
20  Public borrowers ............ .. 17,626 17,260 16,708 16,347 16,639 16,812 16,271 15,062 15,115 14,940
21  Nonbank foreigners ................. 55,288 48,274 39,737 39,276" 39,561 40,100 39,136" 37,3407 37,4100 37,407
22 Other assels ........c.coevierenoninnn, 10,610 9.753 11,804 13,334 14,165 13.412" 12,623 13,147 13,364 14,686

United Kingdom

23 Total, all currencies ................... 144,385 148,599 140,917 145,486 149,998 154,371 146,678 149,760 148,039 149,836

24 Claims on United States ........ 27.675 33,157 24,599 28,503 31,001 34,427 30,859 32,694 31,377 32,581
25 Parentbank ............... 21,862 26,970 19,085 23,303 25,315 28,935 25,944 27,288 25,627 27,128
26 Other banks in United States . 1,429 1,106 1,612 1,288 1,564 1,507 1,194 1,537 1,585 1,349
27 Nonbanks .................. .. 4,384 5,081 3,902 3,912 4,122 3,985 3,721 3,869 4,165 4,104
28 Claims on foreigners ........... .} 111,828 110,217 109,508 109,297 111,113 112,997 | 107.407" | 108,732 108,293 108,562
29  Other branches of parent bank .. 37,953 31,576 33,422 28,782 29,936 33,412 32,641 31,241 30,794 33,610
30 Banks ......... ...l . 37,443 39,250 39,468 42,537 42,961 41,241 37,7457 41,219 40,082 38,390
31  Public borrowers ........ .. 5334 5,644 4,990 4,897 4,964 5,234 4,684 4,617 4,761 4,725
32  Nonbank foreigners ................. 31,098 33,7147 31,628 33,081 33,252 33,110 32,337 31,655 32,656 31,837
33 Otherassets .........ccovvuinneinnn,. 4,882 5.225 6,810 7.686 7,884 6,947 8,412" 8,334 8,369 8,693
34 Total payable in U.S. dollars ........... 112,809 108,626 95,028 95,007 99,398 104,622 97,672 99,170 96,510 99,736
35 Claims on United States ............... 26,868 32,092 23,193 26,665 29,066 32,542 29,252 31,076 29,519 30,791
36 Parentbank ............... .. 21,495 26,568 18,526 22,662 24,689 28,228 25,286 26,661 24,853 26,423
37  Other banks in United States . . 1,363 1,005 1,475 980 1,192 1,157 950 1,294 1.309 1,105
38 Nonbanks .................. .. 4,010 4,519 3,192 3,023 3,185 3,157 3,016 3121 3,357 3,263
39 Claims on foreigners ......... 82,945 73,475 68,138 64,466 66,257 68,469 64,676 64,024 63,265 64,561
40  Other branches of parent bank 33,607 26,011 26,361 21,785 22,339 25,921 25,409 23,827 23,155 25,600
41 Banks ..............el. 26,805 26,139 23,251 24,225 24,962 23,263 21,355 22,975 22,646 21,522
42 Public borrowers .. 4,030 3,999 3,677 3,660 3,712 3,785 3,470 3,400 3,473 3,377
43 Nonbank foreigners 18,503 17,326 14,849 14,796 15,244 15,500 14,442 13,822 13,991 14,062
44 Otherassets .............ocovvviinnn. 2,996 3,059 3,697 3,876 4,075 3611 3.744 4,070 3,726 4,384

Bahamas and Caymans

45 Total, all currencies ................... 146,811 142,055 142,592 134,367 146,954" | 141,831" 142,170" 140,512" 139,986" 151,909
46 Claims on United States ............... 77,296 74,864 78,048 67,655" 78.902" 73,445 72,541 7,772 72,558 81,526
47 Parentbank ................. N 49,449 50,553 54,575 44,502 52,778 46,486 45,910 46,279 45,720 53,668
48  Other banks in United States . 11,544 11,204 11,156 10,924 12,738" 14,588" 13,7247 11,811" 12,074 13,479
49 Nonbanks .................. .. 16,303 13,107 12,317 12,229 13,386 12,371 12,907 14,682 14,764 14,379
50 Claims on foreigners ........... . 65,598 63,882 60,005 60,874" 62,2937 63,089" 65.280" 63,027 62,336" 65,030
51  Other branches of parent bank . 17,661 19,042 17,296 16,529 16,562 15,775 18,873 17,493 18,228 18,698
52 Banks ........ovieiieinn .. 30,246 28,192 27.476 28,673 30,3107 31,417 30,987 30,372 29,160" 31,622
53 Public borrowers .......... .. 6,089 6,458 7,051 7,038 7,247 7,304 7,025 7,046 6,873 6,985
54 Nonbank foreigners ................. 11,602 10,190 8,182 8,634" 8,174 8,593" 8,395 8,116" 8,075 7,725
55 Otherassets ..........ccoocieniinan.. 3,917 3,309 4,539 5,838" 5,759 5,297 4,349 4Ny 5,092 5,353
56 Tota) payable in U.S. dollars ......... .. 141,562 136,794 136,813 127,338" 138,962" | 133,483 135,323 131,636" 130,985" 142,385
1. Beginning with June 1984 data, reporied claims held by foreign branches from $50 million to $150 million equivalent in total assets, the threshold now

have been reduced by an increase in the reporting threshold for *“shell” branches applicable to all reporting branches.
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3.14 Continued

1987
Liability account 1984 1985 1986
Mar. Apr. May June July Aug. Sept.?
All foreign countries
57 Total, all currencies .................. 453,656 458,012 456,628 457,180" 485,343 | 487,598" 475,188" 470,391" 473,540" 489,838
58 Negotiable CDs 37,725 34,607 31,629 34,873 33,155 34,360 31,776 2,993 3,648 35,724
59 To United States .. 147,583 155,538 151,632 141,891" 152,875" 149,970 150,115" 143,434" 141,067" 152,895
60 Parentbank ........... .0l 78,739 83,914 82,561 71,183" 75,164" 74,644 78,444" 1,609 73,677 79,688
61  Other banks in United States ....... 18,409 16,894 15,646 13,695 16,913 16,898 16,575" 14,982 15,249 17,263
62 Nonbanks .............ccocviiin 50,435 54,730 53,425 57,013" 60,798" 58,428" 55,096" 56,843" 52,1417 55,944
63 To foreigners .......oovvvnvveinenienn 247,907 245,939 253,775 260,635 278,022 284,307 274,061" | 274,407" | 278,888" 280,643
64  Other branches of parent bank ...... 93,909 89,529 95,146 88,276 ,590 101,774 100,826 95,376 7,908 103,921
65 Banks .......coiciiiiiiiiiiiiins 78,203 76,814 77,809 84,543 92,704 90,333 81,229 87,734 87,449 85,512
66  Official institutions .. 20,281 19,520 17,835 20,591 21,293 23,058 22,264" 21,528 21,016 20,116
67 Nonbank foreigners .. 55,514 60,076 62,985 67,225 69,435 69,142 69,742 69,769 72,515" 71,094
68 Other liabilities ...................... 20,441 21,928 19,592 19,781 21,291 18,961 19,236" 19,557 |+ 19,937 20,576
69 Total payable in U.S. dollars .......... 367,145 353,712 336,406 321,883" | 340,584" | 347,3117 | 340,985" | 334,218" | 333,673" 352,082
70 Negotiable CDs . 35,227 31,063 28,466 31,148 29,505 30,763 27,929 28,781 29,634 31,120
71 To United States 143,571 150,162 143,650 132,943 141,6417 141,151" 141,667" 134,731" 132,061 142,844
72 Parentbank .................. Lo 76,254 80,888 78,472 66,052" 68,486 70,159 74,301 ,940 68,897" 74,411
73 Other banks in United States ....... 17,935 16,264 14,609 12,593 15,455 15,732 15,363 13,8727 14,046" 15,846
74 Nombanks ...........c.ciiviinians 49,382 53,010 50,569 54,298" 57,7007 55,260’ 52,0037 53,919" 49,118" 52,587
75 To fOreigners . .o...ovvvevnviiovnenes 178,260 163,583 156,806 | 149,949 161,216 167,761 163,505" | 162,766" | 163,728" | 169,284
76  Other branches of parent bank ...... 77,770 71,078 71,181 62,172 67,278 74,769 74,202 70,911 72,620 77,985
77 Banks ......coviiiiiiiiiiiiiiias 45,123 37,365 33,850 35,116 39,111 36,226 31,812 35,250 35,104 35,202
78  Official institutions .. 15,773 14,359 12,371 13,392 14,318 16,068 15,985" 15,806 15,527 14,209
79  Nonbank foreigners .. 39,594 40,781 39,404 39,269 40,509 40,698 41,506 40,799 40,477" 41,888
80 Other liabilities ...................000 10,087 , 7,484 7,843 8,222 7,636 7,884 7,940 8,250 s
United Kingdom
81 Total all currencies ................... 144,385 148,599 140,917 145,486 149,998 154,37 146,678 149,760 148,039 149,836
82 Negotiable CDs 34,413 31,260 27,781 30,968 29,311 30,226 27,511 28,590 29,363 31,451
83 To United States .... 25,250 29,422 24,657 21,457 23,936 26,204 24,512 24,347 22,197 22,469
84 Parentbank .............. .00 14,651 19,330 14,469 12,356 13,170 15,145 14,745 14,010 13,234 13,357
85  Other banks in United States ....... 3,125 2,974 2,649 1,816 2,205 2,273 , 2,021 1,875 2,073
8 Nonabnks ...............cooovuiiie 7,474 7,118 7,539 7,285 8,561 8,786 7,658 8,316 7,088 7,039
87 To foreigners ........ovvvvueiniiins 77,424 78,525 79,498 83,699 87,381 89,760 86,041 87,942 87,750 86,806
88  Other branches of parent bank . 21,631 23,389 25,036 21,780 22,421 26,367 25,350 23,572 23,379 26,094
89 Banks ............... 30,436 28,581 30,877 35,538 37,562 35,282 32,036" 35,647 34,414 31,681
90  Official institutions 10,154 9,676 6,836 7,827 8,871 10,004 9,748" 9,241 9,670 10,387
91 Nonbank foreigners . 15,203 16,879 16,749 18,554 18,527 18,107 18,907 19,482 20,287 18,644
92 Other liabilities ..............c...o. 7,298 9,392 8,981 ,362 9,370 8,181 8,614 8,881 8,729 9,110
93 Total payable in U.S, dollars .......... 117,497 112,697 99,707 98,967 101,793 106,093 100,031 101,593 99,459 102,325
94 Negotiable CDs ............ooiiiin 33,070 29,337 26,169 28,868 27,189 28,345 25,695 26,397 27,264 28,776
95 To United States .. 24,105 21,756 22,075 18,940 21,144 23,474 21,850 21,689 19,573 19,535
96 Parentbank ...............coiiieln 14,339 18,956 14,021 ,606 12,352 14,528 14,252 13,399 12,608 12,609
97  Other banks in United States ....... 2,980 2,826 2,325 1,602 2,021 2,027 899 1,776 1,694 1,883
98 Nonbanks ...........coocviiiiinnn 6,786 5,974 5,729 5,732 6,771 6,919 5,699 6,514 5271 5,043
99 To foreigners ,.........coovvuvnvirens 56,923 51,980 48,138 47,531 49,708 51,116 49,089 50,294 49,484 50,379
100  Other branches of parent bank ...... 18,294 18,493 17,951 14,471 14,367 18,430 17,654 16,171 15,565 17,994
101 Banks ......oovviiiniiniiiiiiies 18,356 14,344 15,203 18,027 19,498 15,555 13,566 16,330 15,767 14,359
102 Official institutions .. 8,871 7,661 4,934 4,924 5,786 7,214 7,283 7,203 7,872 8,060
103 Nonbank foreigners .. 11,402 11,482 10,050 10,109 10,057 9,917 10,586 10,590 10,280 9,966
104 Other liabilities ...................... ,399 3,624 3,325 3,628 3,752 3,158 3,397 3,213 3,138 3,635
Bahamas and Caymans
105 Total, all currencies .................. 146,811 142,055 | 142,592 134,367 146,954 141,831 142,170 140,5127 139,986" 151,909
106 Negotiable CDs .................es 615 610 847 813 883 1,092 1,067 1,119 975 886
107 To United States .| 102,955 103,813 105,248 99,090 107,545" 101,695" 103,007" 99,240" 97,244" 107,246
108 Parent bank ..... 47,162 44,811 48,648 39,9227 43,400 40,146" 43,580" 39,908" 41,046" 5,890
109  Other banks in Un e 13,938 12,778 11,715 10,568 13,345 13,175 13,143 11,966 12,236 13,613
110 Nonbanks ..............cooiinenn 41,855 46,224 44,885 X 50,800" 48,374" 46,284" 47,366" 43,962" 47,743
111 To fOreigners ..........ovvevervenasn. 40,320 35,053 34,400 32,501 36,491 36,835 36,004 37,988" 39,437 41,276
112 Other branches of parent bank ...... 16,782 14,075 12,631 11,673 13,891 13,359 14,023 14,803 16,465 16,925
113 Banks ....... e 12,405 10,669 8,617 8,140 9,452 9,895 7,943 9,395 9,514 10,395
114  Official institutions .. 2,054 1,776 2,719 2,836 2,937 3,072 3,185 3,263 , ,786
115  Nonbank foreigners .. 9,079 8,533 10,433 9,852 10,211 10,509 10,853 10,527 10,523 12,170
116 Other liabilities ...................... 2,921 2,579 ,097 1,963 2,035 2,209 2,092 2,165 2,330 2,501
117 Total payable in U.S, dollars .......... 143,582 138,322 138,774 129,578 140,974" 136,842" 137,763 135,376" 134,354" 145,354




3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

Summary Statistics A57

1987
Item 1985 1986
Mar. Apr. May June July Aug. Sept.”
1 Total .. 178,380 | 211,782 | 226,840 | 236,137 | 236,439 | 238,418 | 232,193 | 237,501" { 239,020
By type
2 Lmblhtlcs reported by banks in the United States ............ 26,734 27,868 31,207 33,034 31,896 31,754 31,3917 | 29,465 31,070
3 U.S. Treasury bills and certificates’ .......................0.. 53,252 75,650 79,629 84,640 81,553 80,663 73,435 78,210 75,701
U.S. Treasury bonds and notes
4 Marketable ... .c.cvviiii i e e 77,154 91,368 99,530 | 102,019 | 106,465 | 110,184 | 112,435 | 115,047 116,747
5 Nonmarketable 3,550 1,300 1,300 1,300 1,300 700 500 300 300
6 U.S. securities other than U.S. Treasury securities> .. ......... 17,690 15,596 15,174 15,144 15,225 15,117 14,432 14,479 15,202
By area
7 Western Europe 74,447 88,623 99,822 | 106,171 | 108,677 | 111,405 { 107,695" | 106,735" | 107,901
8Canada..........oovveeniiiiiiiiins 1,315 2 5,110 3,922 3,482 3,502 3,559 4,189 4,529
9 Latin America and Caribbean 11,148 8,372 8,246 9,295 7,923 7,519 7,918" 8,710 8,558
10 ASiBo .ot e 86,448 | 105,868 | 108,450 [ 109,842 | 109,464 | 108,654 | 105,495 | 109,484" | 109,369
11 Africa........ 1,824 1,503 1,192 1,284 1,628 1,405 1,590 1,837 1,619
12 Other countries 3,199 5,412 4,020 5,621 5,265 5,933 5,937 6,547 7,044

1. Includes the Bank for International Settlements.

Pri dd time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of deposnt and borrowings under repur-
chase agreements.

3. Includes nonmarketable certificates of indebtedness (including those pay-
able in foreign currencies through 1974) and Treasury bills issued to official
institutions of foreign countries,

4. Excludes notes issued to foreign official nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

5. Debt securities of U.S. government cor('{porauons and federally sponsored
agencies, and U.S. corporate stocks and bon

6. Includes countries in Oceania and Eastern Europe.

Note. Based on Treasur% Department data and on data reported to the
Treasury Department by banks (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

1986 1987
Item 1983 1984 1985

Sept. Dec. Mar. June’
1 Banks’ own liabilities .......... ..ol 5,219 8,586 15,368 29,528 29,556 36,905 36,083
2 Banks’ own Claims. .. oo oo i s 7,231 11,984 16,294 24,134 25,920 32,613 32,884
3 DPOSIES. vt it it e ey 2,731 4,998 8,437 13,241 13,923 14,077 10,935
4 OtherClaims ... .ovvveuiiii i 4,501 6,986 7.857 10,893 11,997 18,536 21,949
§ Claims of banks’ domestic customers’ ............c..ccvivinieninenns 1,059 569 580 1,589 2,507 2,012 889

1. Data on claims exclude foreign currencies held by U.S. monetary author-
ities.

2. 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 the domestic customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States

Payable in U.S. dollars
Millions of dollars, end of period

1987
Holder and type of liability 1984 1985 1986
Mar. Apr. May June July Aug. Sept.”
1 All forefgners. ...........oovvevniiernnreciiinens 407,306 | 435,726 | 539,238 | 531,086 | 553,980 | 557,735 | 541,039 | 542,849" | 553,209 | 583,185
2 Banks’ own liabilities ..............ocoiiei 306,898 | 341,070 | 406,075 | 395,976 | 413,735 | 417,889 | 401,903 | 409,547" | 415,686 | 445,257
3 Demand dcpoiits .............................. 19,571 21,107 | 23,788 | 22,282 | 22,350 | 23,223 | 23,219 | 20,598 | 22,127 21,426
4 Time deposits’ .. ..ot 110,413 | 117,278 | 131,691 | 125,109 | 131,794 | 132,973 | 133,186 | 134,209 { 138,574 | 148,180
5 Other*. . ... i e .| 26,268 29,305 | 41,462 | 44,424 | 47,986 7,718 | 41,512 | 43,294" | 40,343 47,449
6  Own foreign offices . ...oviiiiiiiiiiiie e 150,646 | 173,381 | 209,134 | 204,162 | 211,605 | 213,975 | 203,986 | 211,446" | 214,642 | 228,202
7 Banks' custody liabilities* . ......... gt 100,408 94,656 | 133,163 | 135,110 | 140,245 | 139,846 | 139,135 | 133,302 | 137,523 | 137,928
8 U.S. Treasury bills and certificates” ............. 76,368 | 69,133 | 90,392 | 93,153.| 97,928 | 95,959 | 93,688 | 88,193 92,705 89,747
9  Other negotinkle and readily transferable
INSIIUMENTS® ... .o 18,747 17,964 | 15,417 14,695 14,590 15,790 | 16,371 | 15,632 15,259 16,042
10 Other ...o.vvviivnieniiiiiiii i ereniiiaes 5,293 7,558 | 27,354 | 27,262 | 27,727 28,098 29,076 | 29,477 29,559 32,140
11 N 'y inteynational and regional
orgmlulhms" ............................... 4,454 5,821 5,272 5,281 8,230 5,199 3,979 5,660" 4,945 7,509
12 Banks' own liabilities . ...l 2,014 2,621 3,423 3,901 6,636 3,535 2,489 2,081" 2,111 4,338
13  Demand depoiits .............................. 254 85 199 246 334 106 72 76" 46 99
14 Time deposits” ........iiiiriinincaareiianins 1,267 2,067 2,066 1,227 3,094 944 967 584 816 1,430
15 Other®........covviiiiiininn S 493 469 1,158 2,428 3,207 2,486 1,451 1,420 1,249 2,609
16 Banks’ custody liabilities* ......co0veeriieieiiiins 2,440 3,200 1,849 1,379 1,594 1,664 1,490 3,579 2,834 3,171
17 U.S. Treasury bills and certificates .............. 916 1,736 259 154 428 440 266 2,339 1,635 1,793
18  Other negotiaklc and readily transferable
instruments® .......... ... e e 1,524 1,464 1,5%0 1,225 1,152 1,224 1,224 1,240 1,193 1,378
19 Other ..oovveieiiiiiisiiiieiiattaennianaaes 0 0 0 0 14 0 0 0 6 0
20 Officlal institutions® .. ................ocooveninen. 86,065 79,985 | 103,518 | 110,836 | 117,675 | 113,449 | 112,416 | 104,826" | 107,675 [ 106,771
21 Banks' own liabilities ..............coovviiii 19,039 | 20,835 | 25,376 { 28,060 | 30,060 | 29,034 | 28,364 | 28,221" | 26,169 27,371
22 Demand depoiim .............................. 1,823 2,077 2,267 1,923 1,829 2,089 1,745 1,7117 1,907 1,798
23 Time deposits’ ... .....cooiiiiiiiierie e 9,374 10,949 11,009 10,806 12,277 11,277 13,042 13,5407 13,799 13,341
24 Other’......oviiiiiiii i 7.842 7,809 | 12,100 15,331 15,954 15,668 13,577 | 12,9707 | 10,464 12,231
25 Banks' custody Habiities* .......... g 67,026 59,150 78,142 82,776 87,614 84,415 84,052 76,605 81,505 79,401
26 U.S. Treasury bills and certificates” ............. 59,976 | 53,252 | 75,650 | 79,629 | 84,640 | 81,553 80,663 | 73,435 78,210 75,701
27 Other negotiaele and readily transferable
INStIUMENtS® ... .. .covviviiininnnrnnnannen 6,966 5.824 2,347 3,015 2,819 2,715 3,141 2,950 3,151 3,540
28 Other ............. P 84 75 145 132 154 147 248 220 144 160
29 BANKS® oiviiiiiiiiiiiiirree e e reaninnareaseeso | 248,893 | 275589 | 350,637 | 338,946 | 350,635 | 359,093 | 346,818 | 355,782" | 361,405 | 389,154
30 Banks’ own liabilities ..............coo0ciiiiiiin 225,368 | 252,723 | 310,400 | 299,990 | 311,654 | 319,495 | 305,679 | 313,948" | 320,244 | 345415
31  Unaffiliated foreign banks ....... ool 74,722 79,341 { 101,266 95,828 | 100,049 | 105,520 | 101,693 | 102,501 | 105,602 | 117,213
32 Demand depo§ns ............................ 10,556 | 10,271 10,303 9,503 9,782 10,808 10,298 8,588" 9,911 9,781
33 Timeriieposns .............................. ,09 49,510 64,516 62,138 64,296 67,725 67,097 67,280" 69,916 78,384
34 Other. .. i 17,011 19,561 26,447 24,187 25,970 26,986 24,299 26,6347 25,775 29,049
35 Own foreign offices’ . .......cocvvivvriiiiin.ns 150,646 | 173,381 | 209,134 | 204,162 | 211,605 | 213,975 | 203,986 | 211,446" | 214,642 | 228,202
36 Banks’ custody liabilities* . ..., vvvrererennaies 23,525 22,866 40,237 38,956 38,981 39,598 41,139 41,834 41,161 43,739
37 U.S. Treasury bills and certificates .............. 11,448 9,832 9,984 9,759 9,545 9,774 9,066 9,142 9,100 9,206
38 Other ncgotia?le and readily transferable
INStruments® ... ... i e 7,236 6,040 5,165 4,171 4,090 4,213 5,611 5,850 5,320 5,221
39 Other ...ooviveiiiiii i s 4,841 6,994 25,089 25,026 25,346 25,611 26,462 26,841 26,742 29,312
40 Other forelgners ..............c.covviivenaninnien 67,804 | 74,331 | 79,810 | 76,023 | 77,441 79,994 | 77,825 | 76,582" | 79,184 79,751
41 Banks’ own liabilities .................ociiiiin 60,477 64,892 66,876 64,025 65,385 65,825 65,371 65,298" 67,162 68,133
42 Demand deposits .........oovviiiiiiiiiiiiii 6,938 8,673 11,019 10,609 | 10,404 10,220 | 11,104 | 10,223’ | 10,263 9,548
43 Time deposits .......vivrinriiinirerriaeariians 52,678 54,752 | 54,099 | 50,938 | 52,126 53,027 52,081 | 52,805" | 54,044 55,025
44 Other'.......coiiiiiiiiiiiiiiiireiiiiiiniaans 861 1,467 1,757 2,479 2,854 2,578 2,185 2,270 2,855 3,560
45 Banks' custody liabilities® .........c.cooviieiiinn.n. 7,417 9,439 | 12,935 11,998 12,056 14,169 12,454 | 11,284 12,022 11,617
46  U.S. Treasury bills and certificates .............. 4,029 4,314 4,500 3,610 3,315 4,192 3,694 3,276 3,761 3,046
47  Other ncgotiagle and readily transferable
instruments® . ... o 3,021 4,636 6,315 6,285 6,529 7,638 6,395 5,592 5,594 5,904
48 Other ......ivivnieiiii i 367 489 2,120 2,103 2,212 2,340 2,366 2,415 2,667 2,668
49 MEMo: Negotiable time certificates of deposit in
custody for foreigners............ocoveiiiiins 10,476 9,845 7,496 7,854 8,134 8,694 7,356 6,313 6,458 6,501

1. Excludes negotiable time certificates of deposit, which are included in
*Other negotiable and readily transferable instruments.”

2. Includes borrowing under repurchase agreements, .

3. U.S. banks: includes amounts due to own foreign branches and foreign
subsidiaries consolidated in *'C lidated Report of Condition” filed with bank
regulatory ag A H ranches, and majority-owned subsidiaries of
foreign banks: principally amounts due to head office or parent foreign bank, and
foreign branches, agencies or wholly owned subsidiaries of head office or parent
foreign bank, .

4. Financial claims on residents of the United States, other than long-term

securities, held by or through reporting banks.

5, Includes nonmarketable certificates of indebtedness and Treasury bills
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 Reconstruction and Development, and
the Inter-American and Asian Development Banks.

8. Foreign central banks and foreign central governments, and the Bank for
International Settlements.

9. Excludes central banks, which are included in ‘‘Official institutions,”



3.17 Continued

Bank-Reported Data AS59

1987
Area and country 1984 1985 1986

Mar. Apr. May June July Aug. Sept.?
B 1 407,306 | 435,726 | 539,238 | 531,086 | 553,980 | 557,735 | 541,039 | 542,849" | 553,209 | 583,185
2 Foreigncountries .................cocviiiiins 402,852 | 429,905 | 533,965 | 525,806 | 545,750 | 552,536 | 537,059 ‘| 537,190" | 548,264 | 575,676
B EUIOPE . vt ve et e s 153,145 | 164,114 | 180,491 | 186,086 | 192,008 | 207,149 | 204,713 | 204,810" | 208,225 | 213,978
4 AUStHA ... oeh i . 615 693 ,181 799 1,058 921 974 795 ,066 1,276
5 Belgium-Luxembourg . 4,114 5,243 6,729 7,232 7,906 9,335 9,558 9,154" 9,755 10,495
6 Denmark......... 438 513 482 623 425 459 425 486 576 597
7 Finland....... 418 496 580 947 942 616 497" 545 512
8 France ....... 12,701 15,541 22,862 23,853 27,457 27,870 27,955 | 25,481 | 26,995 27,864
9 Germany ..... 3,358 4,835 5,752 7, 477 6,779 10,619 8,024 7,108" 7,666 6,267
10 Greece....... 699 666 700 603 643 691 667 636 690
11 Italy ........... 10,762 9,667 10,875 10, 094 11,338 11,726 11,943 10,032" 7,671 8,411
12 Netherlands.. ... 4,731 4,212 ,600 4,970 5,880 5,442 5,367 5,104 5,457 6,106
13 Norway ........ 1,548 948 735 490 567 571 502 562" 593 661
14 Portugal........ 597 652 699 686 660 607 704 586 700 684
15 Spain........... 2,082 2,114 2,407 2,237 2,244 2,194 2,322 2,103" 2,267 2,542
16 Sweden......... 1,676 1,422 884 1,065 1,251 1,496 1,296 1,235 1,411 1,627
17 Switzerland . 31,740 29,020 30,533 27,545 26,533 26,869 27,852 | 24,735 | 28,351 27,323
18  Turkey....... 584 429 454 412 833 378 455 365 514 405
19 United Kingdo 68,671 76,728 85,284 91,903 91,742 } 102,261 99,682 | 107,978" | 106,946 | 109,776
20 Yugoslavia........ 602 673 630 564 526 429 433 459 491 519
21 Other Western Europ 7,192 9,635 3,322 3,902 4,572 3,849 5,208 6,282" 5,888 7,563
2 USSR............ T 79 105 80 30 2 37 36 550 45 51
23 Other Eastern Europe®.......c.ooovvivivrennes 537 523 702 616 659 532 671 632" 650 610
24 Canada.....ooovviniiiiii s s 16,059 17,427 26,343 26,595 25,306 24,522 21,914 | 21,232° | 22,556 26,250
25 Latin America and Caribbean...... i 153,381 | 167,856 | 209,184 | 196,521 | 207,228 | 204,694 | 195,058 | 199,107" 200 389 214,681
26 Argentina...................... Ve . ,394 ,032 4,757 4,730 412 4,786 4,795 5,123 4,675
27 Bahamas ....... 56,897 57,657 73,619 62,978 72,102 69,428 66,325 | 62,518" 62 392 71,556
28 Bermuda 2,370 2,765 2,922 2,294 2,181 2,594 2,172 2,317 2.285 2,298
29 Brazil............ 5,275 5,373 4,325 3,702 3,619 3,960 3,673 3,783 3,965 4,383
30 British West Indies 36,773 42,674 70,919 70,438 69,426 70,354 65,297 | 72,229 | 71,645 78,157
31 hile............. ,001 049 2,054 ,061 2,255 2,034 1,972 2,035 2,560 2,248
32 Colombia..... 2,514 3,104 4,285 4,275 4,353 4,289 4,363 4,431 4,449 4,187
33 uba, . ..eiey 10 11 7 6 6 6 8 8 7 7
34  Ecuador...... 1,092 1,239 1,236 1,015 1,045 1,093 1,121 1,090 1,101 1,098
35  Guatemala.... 896 1,071 1,123 1,083 1,165 1,167 1,123 1,110 1,086 1,073
36 Jamaica ...... 183 122 136 230 149 189 158 146 171 156
37 Mexico....vunn. s 12,303 14,060 13,745 13,256 15,104 13,955 13,857 | 14,160" | 14,547 14,264
38  Netherlands Antitles 4,220 4,875 4,916 5,650 5,797 5,171 5,183 5,291 5,338 5,218
39  Panama........... 6,951 7,514 6,886 6,695 7,111 7,341 7,131 6,988" 7,323 7,196
40 Peru........... 1,266 1,167 1,163 1,063 1,086 1,095 1,13 1,145 1,200 1,203
41  Uruguay........ 1,394 1,552 1,537 1,642 1,533 1,507 1,504 1,536 1,607 1,492
42 Venezuela.... .| 10,545 11,922 10,439 10,368 10,592 10,292 10,164 10,082" | 10,285 10,003
43 ©  Other Latin America and Caribbean ............. 4,297 4,668 5,114 5,035 5,289 5,432 5,078 5,105 5,181 5,467
71,187 72,280 | 108,806 | 109,138 | 112,296 | 107,774 | 106,737 { 102,971" | 106,969 | 110,139
1,153 1,607 1,476 1,947 1,889 1,842 1,737 1,744 2,011 1,755
4,990 7,786 18,902 20,107 19,461 17,333 16,346 | 16,436 15,377 15,197
6,581 8,067 s 9,1 9,367 9,365 9,122 8,595 9,012 8,342
507 712 674 512 527 569 714 572 902 771
1,033 1,466 1,547 1,415 1,460 1,243 1,774 1,404 1,541 1,435
1,268 1,601 1,892 1,670 1,305 1,084 1,229 928 1,036 1,115
21,640 23,077 47,410 49,166 53,381 50,434 49,494 | 46,7227 | 49,871 51,936
1,730 665 1,141 1,119 1,178 1,343 1,397 1,410 1,388 1,622
Phiti plnes . 1,383 1,140 1,866 1,740 1,427 1,312 1,222 1,148 1,208 1,111
54 Thailand................. .00 PRERTRRRE: 1,257 1,358 1,119 1,248 1,118 1,180 1,144 1,096" 1,186 1,118
Mlddlc East oil-exporting countries®. ... .. 16,804 14,523 12,352 11,572 11,363 10,860 11,448 11,676" 12,676 14,039
Other Asia 12.841 9,276 11,036 9,459 ,821 11,209 11,111 11,241" | 10,761 11 697
3,39 4,883 4,021 3,486 3,732 4,003 3,759 4,018 4,197 4,012
647 1,363 706 715 871 1,052 1,011 1,113 1,162 1,118
118 163 92 99 101 86 106 75 74 81
South Africa . .....coooovvveineneniinns 328 388 270 184 288 198 188 229 227 199
6l ZAIre... ..ot s 153 163 74 40 39 74 58 64 69 81
62  Oil-exporting countries® .. ................... ... 1,189 1,494 1,519 1,106 1,212 1,267 1,111 1,275 1,331 1,178
63 Other Africa .......covvvvevevrneriiniieciins 961 1,312 1,360 1,281 1,221 1,326 1,286 1,262 1,335 1,356
64 Other COUNITES. . ..o vvveyreiss i iannsrcianes 5,684 3,347 5,118 3,980 5,181 4,394 4,878 5,052 5,928 6,616
65 Australia ..., 5,300 2,779 4,196 3,023 4,293 3,589 4,113 4,333 4,998 5,641
66  Allother..........ovvivivrivnieneiannns 384 568 922 957 888 805 765 718 929 975

67 Nonmonetary international and regmnal orgamza-
tions ,..o..i 4,454 5,821 5,272 5,281 8,230 5,199 3,979 5,660" 4,945 7,509
68  International 3,747 4,806 4,086 4,294 6,966 3,717 2,577 4,200 3,432 5,792
69 Latin Amenca;x regional. . 587 894 1,033 783 845 994 1,047 1,075 1,070 1,126
70 Otherregional”............oovviiiniiiiinien, 120 121 154 204 420 488 356 384 443 591

1. Includes the Bank for International Settlements. Beginning April 1978, also

includes Eastern European countries not listed in line 23.

2. Beginning April 1978 comprises Bulgaria, Czechoslovakla. the German

Democratic Republic, Hungary, Poland, and Romania.

3. Comprises Bahrain, Iran, Iraq, Kuwalt Oman, Qatar, Saudi Arabia, and

Umted Arab Emirates (Trucial States).

4. Comprises Algeria,
s Asian, African, Middle Eastern and European regional organizations,
except the Bank for International Settlements, which is included in ‘*Other

Western Europe.”

Gabon, Libya, and Nigeria.
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3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, end of period

1987
Area and country 1984 1985 1986
Mar, Apr, May June July” Aug, Sept.?
T Total.....oooivi e 400,162 | 401,608 | 444,265 | 417,290 | 439,509 | 438,135 | 432,208 | 423,424 | 426,159 | 445,492
2 Forelgncountries ...............cocvvuviniirennes 399,363 | 400,577 | 441,244 | 415,349 | 434,240 | 437,304 | 430,076 | 421,396 | 424,127 | 441,421
FEUMOPE «\vviiiniinriieinsiinienrernainnoranes 99,014 | 106,413 | 107,446 99,409 | 108,052 | 116,501 | 114,132 | 108,093 | 104,201 | 105,541
4 AUSITHA ...t e 433 598 728 656 746 669 758 698 185 679
5 Belgium-Luxembourg ................ccoieeenes 4,794 5772 7,498 8,081 8,542 9,920 9,792 10,239 9,550 9,470
6 DPenmark .........oiiiiiiiiiiii e 648 706 688 623 546 541 71 614 87 742
7 Finland .......... PN 898 823 947 993 1,116 1,036 1,035 1,037 1,031 1,320
8 France ...........ciieiiiiiiiiiiiiiiiiiiaiiies 9,157 9,124 11,356 9,864 10,817 12,075 12,036 11,673 12,530 12,719
9 GEIrMAany .........vvvveiivniiiniiisiinnanansnes 1,306 1,267 1,820 1,648 1,379 1,508 1,548 ,009 1,325 1,434
10 Greece .......oveiviiiiiiiiiaieninineinarene 817 91 648 535 460 457 456 433 375 406
D D (7§ PN 9,119 8,848 9,038 6,987 7,536 8,329 8,404 6,784 6,413 6,582
12 Netherlands ...... NP 1,356 1,258 299 2,326 3,030 2,946 5,744 4,429 3,071 3,127
13 orway .......... P N 675 706 654 667 3 776 774 830 803 722
14 Portugal .......c.ovvviirniiiineniieiiiiniiinnes 1,243 1,058 739 742 615 641 659 645 667 638
15 Spail o ovvniiiieeii it e 2,884 1,908 1,492 1,807 1,977 2,107 1,848 1,830 1,945 2,204
16 Sweden .....oviiiiiiiiiiiii e 2,230 2,219 1,945 2,461 2,414 2,614 2,330 2,287 2,473 2,739
17 Switzerland ........ciiiiiiii e 2,123 3,171 3,049 2,338 2,905 3,593 2,611 2,464 2,664 2,600
18 Turkey ...ovvvniniiiniiniieiniinicniinnns 1,130 ,200 1,543 1,579 1,559 1,623 1,785 1,753 1,796 1,689
19  United Kingdom ... Lo} 56,185 62,566 | 58,337 54,105 59,876 | 64,001 59,748 56,565 54,117 54,588
20 Yugoslavia .......ociiiiiiiiiiiiiiiiiiares 1,886 , 1, 1,840 ' 1,803 ,155 ,764 1,742 1,740
21  Other Western Europe! .............cc.oveenne. 596 998 759 8 493 559 647 548 619
22 USSR............ gre e 142 130 345 367 375 357 582 420 521 549
23 Other Eastern Europe” .................cc0000e. 1,389 1,107 944 1,029 1,065 1,012 993 974 966 973
24 Canada ........iiiiiii i 16,109 16,482 | 20,958 19,807 20,177 19,294 18,450 18,596 18,441 21,384
25 Latin America and Caribbean .................... 207,862 | 202,674 | 208,832 | 199,245 | 209,524 | 204,272 | 201,887 | 200,885 | 202,550 | 214,594
26 Argentina ........... i i 11,050 11,462 12,104 12,181 12,129 12,335 12,256 12,158 12,227 11,948
27 Bahamas ...........ccoiciiciiiiiii e ,009 | 58,258 | 59,342 | 53,474 | 62,634 | 58,314 56,463 53,034 54,784 65,175
28 Bermuda ..........cvieiiiiieiiiiiiiiieeen 592 499 532 592 300 38 359 334
29 TAZIl L e 26,315 25,283 25,703 26,059 26,006 25,690 25,493 25,992 26,586 25,879
30 British West Indies ...............c.oeviiniinn. 38,205 38,881 | 46,306 | 43,226 | 43,592 | 44,355 | 43,782 | 44,755 43,428 47,595
31 Hle o e 6,839 6,603 6,562 6,425 X 6,321 6,328 6,500 6,510 6,469
32 Colombia ......ovovviiiiiiiiiiiii i 3,499 3,249 2,826 2,698 2,686 2,650 2,649 2,743 2,784 2,732
33 Cuba ..o s ] 4] & 9 Q ] 0 0
34 ECUBAOT .....vvviuriinniineiiniinieraierarans 2,420 2,390 2,449 2,338 2,381 2,372 2,354 2,39 2,384 2,362
35 Guatcmgla3 ................................... 158 194 140 135 115 109 107 105 124
36 Jamaica’ ... s 252 224 198 192 189 184 182 268 202 198
37 MexXico ....cviiiiiii e 34,885 31,799 30,660 29,846 30,125 30,055 30,293 31,141 31,851 30,599
38 Netherlands Antilles ..............ccoviiinn 1,350 1,340 1,039 965 1,175 1,045 344 1,083 992 1,058
30 PANAMA o.vvvervireiereie i 7,707 6,645 5,436 5,460 5171 4,730 4,977 4,633 4,616 4,548
40 PerU .....vivt it 2,384 1,947 ,66 1,600 ,60 1,599 1,565 1,567 1,549 1,474
A1 Uruguay ...eieiiiiiiniiiiii i 1,088 960 940 959 957 962 950 949 966 946
42 Venezueld .............viiiiiiieiiiiiiiiiinnes 11,017 10,871 11,112 11,304 11,086 11,044 10,956 11,306 11,366 11,312
43 Other Latin America and Caribbean ............ 2,091 ,067 1,938 1,844 1,910 ,900 ,884 R 1,839 ,840
4“4 As(i?h' ........................................... 66,316 66,212 96,070 89,133 88,738 89,534 87,903 86,515 91,429 92,412
1 N

45 Mainland ..........oc i 710 639 787 1,373 1,360 1,175 993 929 919 894
46 TaIWan ..o e 1,849 1,535 2,678 2,914 3,278 3,592 3,301 2,487 2,772 2,980
47 HongKong .........ccoviiiiiiiiiiniinaninens 7,293 6,797 8,307 8,261 7,779 7,727 7,658 7,495 6,556 6,886
48 India ...l 425 450 321 486 34 379 429 416 565 539
49 Indonesia ..........ciiiiiiiiiiiiiiiiiiiiees 724 698 723 662 627 657 677 639 624 621
S50 Israel ...t e e 2,088 1,991 1,635 1,543 1,509 1,459 1,450 1,413 1,450 1,548
S1 0 JAPAD ... i e ,066 31,249 59,620 53,579 54,300 55,167 097 54,596 61,072 59,384
A ) 9,285 9,226 7,182 6,031 5,352 6,076 5,314 4,954 4,589 ,564
53  Philippines .......coiiiiiiiiii e 2,555 2,224 2,217 2,282 2,121 2,064 2,109 2,211 2,148 2,122
54 Thailand ...............00l FRRERRTREPRTIY 1,125 845 578 490 1 540 552 565 545 451
55 Middle East oil-exporting countries® ............ 5,044 4,298 4,122 5,152 4,496 3,697 3,808 3,914 4,315 4,819
56 Other Asia ........covviiiviiiiiiininieneiines 6,152 6,260 ,901 6,361 7,142 7,001 6,514 6,897 5,875 7,606
57T Africa .. .o.oiiiiii i e 6,615 5,407 4,650 4,871 4,800 4,876 4,707 4,705 4,739 4,687
58 Egypt...... . 728 721 567 618 574 585 599 572 586 541
59 MOTOCCO ...vvvvrenri e iiiiieanninanrnannns 583 515 598 584 565 566 563 568 603 582
60  South Africa .... 2,795 1,942 1,550 1,558 1,578 1,598 1,506 1,479 1,497 1,503
6l ZAIrE ... .. 18 20 28 42 41 43 39 38 35 40
62  Oil-exporting countries 842 630 861 801 840 818 866 862 875
63 Other ... ..coviiiiii i 1,649 1,520 1,213 1,209 1,241 1,246 1,184 1,182 1,156 1,147
64 Other countries .........ovvvviinvrrnrinirinnnns 3,447 3,390 3,289 2,884 2,949 2,828 2,996 2,601 2,766 2,803
65  Australia ... it 2,769 2,413 1,944 1,992 2,065 1,897 1,980 1,693 1,686 1,846
66 Al OthEr .......vvvviieienininninnerneraraenns 678 978 1,345 892 884 931 1,016 908 1,080 957

67 Nonmonetary intcgnational and regional
organizations® ....... .. i i 800 1,030 3,021 1,941 5,268 830 2,132 2,029 2,032 4,071

1. Includes the Bank for International Settlements. Beginning April 1978, also
includes Eastern European countries not listed in line 23.
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German

Democratic Republic, Hungary, Poland, and Romania.
3. Included in **Other Latin America and Caribbean’" through March 1978,

4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
5. Comprises Algeria, Gabon, Libya, and Nigeria.
6. Excludes the Bank for International Settlements, which is included in

“‘Other Western Europe.™
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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

1987
Type of claim 1984 1985 1986
Mar. Apr. May June July” Aug. Sept.”
TTotal. ..o 433,078 430,489 478,187 448,730 439,509 438,135 465,267 423,44 426,159 445,492
2 Banks’ own claims on foreigners........ 400,162 401,608 444,265 417,290 439,509 438,135 432,208 423,424 426,159 445,492
3 Forei%n public borrowers ......... e 62,237 60,507 64,112 64,029 66,942 62,788 63,512 64,778 64,782 66,149
4 Own foreign offices’ . .................. 156,216 174,261 211,615 191,620 207,042 203,682 199,273 189,797 196,581 210,247
5 Unaffiliated foreign banks.............. 124,932 116,654 122,715 117,503 120,926 127,155 125,148 123,888 121,735 126,151
6 Deposits ..ol e 49,226 48,372 57,484 54,121 57,450 61,659 60,447 59,655 56,831 60,220
7  Other 75,706 68,282 65,232 63,382 63,476 65,495 64,701 64,233 64,904 65,931
8 All other foreigners. ................... 56,777 50,185 45,823 44,138 44,599 44,511 44,275 44,961 43,061 42,945
9 Claims of banks’ domestic customers? . .. 32,916 28,881 33,922 31,439 33,059
10 Deposits .......... 3,380 3,335 4,413 , 3,474
11 Negotiable and fea ansferable
instruments™................. R 23,805 19,332 24,044 20,551 21384 | .o e ] e
12 Outstanding collections and other
claims. ..o PN 5,732 6,214 5,465 7,488 | o) o 8202 ) ... ) o) o
13 Memo: Customer liability on
ACCEPIANCES .« \vevviviuinrnsss 37,103 28,487 25,631 25449 | .o o0 o, 23,731 | oo e
Dollar deposits in banks abroad,
reported by nonbanking busines
enterprises in the United States” . ... 40,714 38,102 42,129 43,575 45,521 44,860 38,046" 40,203 40,627 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. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or
parent foreign bank.

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

3. Principally negotiable time certificates of deposit and bankers acceptances.
4. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
description of changes in data reported by nonbanks, see July 1979 BULLETIN, p.

N:OTE‘ Beginning April 1978, data for banks’ own claims are given on a monthly
basis, 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

1986 1987
Maturity; by borrower and area 1983 1984 1985
Sept. Dec. Mar. June”
TTotal ..o e 243,715 243,952 227,903 225,119 231,433 226,760 235,320
By borrower
2 Maturity of 1 yearorless! ...........ooooiieiinenn.s 176,158 167,858 160,824 155,610 159,790 155,239 166,260
3 Foreign public borrowers ........... ..o 24,039 23,912 26,302 22,528 24,723 23,496 23,290
4  All other foreignerf ........................ 152,120 143,947 134,522 133,083 135,068 131,743 142,970
5 Maturity over Lyear ... 67,557 6,094 67,078 69,509 71,643 71,521 69,060
6  Foreign public borrowers . ... 32,521 38,695 34,512 38,350 39,898 40,718 39,465
7 All other foreigners .........coooovi il 35,036 37,399 32,567 31,159 31,745 30,803 29,594
By area
Maturity of 1 year or less!
8 56,117 58,498 56,585 59,664 61,346 58,001 68,141
6,211 6,028 6,401 6,204 5,845 5,559 5,552
73,660 62,791 63,328 58,363 56,174 54,321 55,326
34,403 33,504 27,966 26,444 29,291 30,969 30,875
4,199 4,442 3,753 3,090 2,882 3,148 2,980
1,569 2,593 2,791 1,845 4,252 3,240 3,385
13,576 9,605 7,634 7,237 6,851 6,764 6,422
1,857 1,882 1,805 1,930 1,930 1,873 1,631
43,888 56,144 50,674 54,149 56,415 56,540 55,524
4,850 5,323 4,502 3,978 4,120 4,151 3,340
2,286 2,033 1,538 1,479 1,539 1,630 1,522
1,101 1,107 926 736 787 564 621

1. Remaining time to maturity.

2. Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!?

Billions of dollars, end of period

1985 1986 1987
Area or country 1984 1985
June | Sept. Dec. Mar. June Sept. Dec Mar June
D 1 433.9 | 405.7 | 396.8 | 394.9 | 3919 [ 393.7 | 390.3 | 389.8 { 390.0 | 398.9" | 388.07
2 G-10 countries and Switzerland. ........... .o 167.8 | 148.1 | 146.7 | 152.0 | 148.5 | 1569 | 160.1 | 1589 { 157.6 | 165.1" | 158.8"
Belgium-Luxembourg 12.4 8.7 8.9 9.5 9.3 8.4 9.0 8.5 8.4 9.1 8.
4 France 16.2 14.1 13.5 148 na 138 151 147 1.8 134 12.6
5 Germany 11.3 9.0 9.6 9.8 10.5 11.3 11.5 12.5 1.7 12.8 | 1.3
6 Italy.............cooevviinn 11.4 10.1 8.6 8.4 9.8 8.5 9.3 8.1 9.0 8.6 7.5
7  Netherlands 3.5 39 37 34 3.7 3.5 34 3.9 4.6 4.4 73
8 Sweden...,..........ooonn. 5.1 32 29 31 2.8 2.9 2.9 2.7 24 3.0 24
9 Switzerland ...l 4.3 39 4.0 4.1 4.4 5.4 5.6 4.8 5.5 5.8 5.7
10 United Kingdom............ 65.3 603 | 65.7 67.1 64.6 68.8 69.2 70.3 71.9 74.3 T2.4
11 Canada...............o..o., 83 79 8.1 7.6 7.0 6.4 6.9 6.1 5.4 52 4.6
120 JAPAM. .ottt e e 299 271 | 217 24.3 24.2 28.0 27.2 27.4 25.0 28.5 26.4
13 Other developed COUNIHES . v..vvnvineineriniiiniiiaiennee 36.0 336 | 23 320 30.4 31.6 30.7 29.5 26.1 26.0 25.7
14 AUSIHA . ..iviei it e 1.9 1.6 1.6 1.7 1.6 1.6 17 1.7 17 19 1.8
15 DENMArK. ... ieeive s i 34 2.2 19 2.1 24 2.5 24 2.3 1.7 17 1.6
16 Finland ... ....ooiviiiiiiiiiiiii i 2.4 19 1.8 1.8 1.6 1.9 1.6 1.7 1.4 14 1.5
LA € T 2.8 29 2.9. 28 2.6 2.5 2.6 23 2.3 21 2.0
18 NOPWAY. .\ it ve e iier it triaern it eiranenneans 3.3 3.0 2.9 34 2.9 2.7 30 2.7 2.4 2.2 22
19 POFUBAL L. .vvtn i es i s 1.5 14 1.3 14 1.3 11 11 1.0 .8 9 8
20 SPAIN. .t e 7.1 6.5 5.9 6.1 5.8 6.5 6.4 6.7 5.8 6.3 6.0
21  Turkey . 1.7 19 2.0 2.1 1.9 23 2.5 2.1 2.0 1.9 21
22 18 17 18 1.7 2.0 2.4 21 1.6 1.4 14 1.5
23 South Africa 4.7 4.5 3.9 33 32 3.2 3.1 31 3.1 3.1 31
24 Australia. .. 5.4 6.0 6.2 5.6 5.0 4.9 4.2 41 3.5 32 31
25 OPEC COUNITIES . ..« ot e tnnnennieieineeeneenieaneriiens 28.4 249 | 228 22.7 21.6 20.7 20.6 20.0 19.6 204 19.2
26 EBcuador .............ooeeei 2.2 22 2.2 2.2 2.1 2.2 2.1 2.2 2.2 21 2.1
27  Venezuela 9.9 9.3 9.3. 9.0 8.9 8.7 8.8 8.7 8.6 8.7 8.7
28  Indonesia 34 33 31 31 3.0 13 3.0 2.8 2.5 2.4 2.2
29  Middle East countries 9.8 7.9 6.1 6.2 5.5 4.7 5.0 4.6 4.5 55 4.5
30 AFTICAN COUNLIIES .\ vvvvr it vne i irn e ciiiaianann 3.0 23 22 23 2.0 18 1.7 17 1.7 1.7 1.7
31 Non-OPEC developing cOUNtries .........covvevvieririrenes 110.8 | 1118 { 110.0 | 107.8 | 1051 | 1039 | 102.0 | 100.0 99.7 | 100.2" | 100.1"
Latin America
32 Argentina 9.5 8.7 8.6 8.9 8.9 8.9 9.2 9.3 9.5 9.6 9.5
33 Brazil............c..0 23.1 263 | 26.6 25.5 25.6 258 25.5 254 25.3 25.6 24.5
34  Chile.. 6.4 7.0 6.9 6.6 7.0 7.0 7.1 7.2 7.1 73 7.2
35 Colombia 3.2 2.9 2.7 2.6 2.7 2.3 2.2 2.0 2.1 2.0 2.0
36 Mexico .. 25.8 257 | 25.3 24.4 24.2 241 24.0 4.0 239 29 253
37 PerU..c.oicivnrurerinenes 2.4 2.2 2.1 1.9 1.8 1.7 1.6 1.5 1.5 14 14
38  Other Latin America 4.2 39 37 35 3.4 33 33 33 3.1 3.0 2.9
Asia
China
39 Mainland. . ... ovvner i s 3 7 3 1.1 5 .6 6 6 4 .9 6
40 Taiwan 5.2 5.1 5.5 5.1 4.5 4.3 3.7 4.3 49 5.5 6.6
41 India . 9 9 9 11 1.2 1.2 13 1.3 1.2 1.7 1.7
42 lsrael. 1.9 1.8 2.3 1S 1.6 13 1.6 1.4 15 1.4 13
43  Korea 1.2 10.6 | 10.0 10.4 9.4 9.5 8.7 7.3 6.7 6.3 5.6
44 Malaysia....... 2.8 2.7 2.8 2.7 2.4 2.2 2.0 2.1 21 1.9 17
45  Philippines ......... 6.1 6.0 6.0 6.0 5.7 5.6 5.7 5.4 54 5.4 54
46 Thailand................... PN 2.2 1.8 16 1.7 14 1.3 11 1.0 9 9 .8
47 Other ASia . ...oveoieeniin it 1.0 11 9 9 1.0 9 B 7 7 K .8
Africa
48 BgYPL......iveiiiriiiii s PP 1.5 1.2 1.0 1.0 1.0 9 9 N N 6 6
49  Morocco. .8 8 8 9 .9 9 9 9 9 9 9
50 Zaire...... [RETITTRPTRS: A 1 .1 1 1 B A A 1 B By
ST Other Afmica’ .. covv i i i it i e 23 2.1 2.0 2.0 1.9 19 1.7 1.6 1.6 14 13
52 Eastern Burope.......coovvivinieiii i iiianiiniinininns 53 44 4.3 4.6 4.2 4.0 4.0 34 3.2 31 34
53 USSR............... 2 Bt 3 2 B 3 3 1 1 1 3
54  Yugoslavia 24 23 2.2 24 2.2 2.0 2.0 1.9 1.7 1.6 1.7
K T ¢ 1 Y- 2.8 2.0 1.8 19 18 1.7 1.7 1.4 14 1.3 14
56 Offshore banking CENErs ...\ vvuevviavirsneriniinairoees 68.9 65.6 | 63.9 8.8 65.4 60.1 56.2 60.9 64.0 65.6 62.7
57 Bahamas 21.7 215 | 211 16.6 214 214 17.1 19.9 2.3 23.6 19.57
58  Bermuda 9 9 9 .8 7 7 5 4 7 8 .6
59  Cayman Islands and other British West Indies ............. 12.2 11.8 12,1 123 134 114 13.0 132 14.5 13.6 15.0
60 Nclherla}nds Antilles 4.2 34 3.2 2.3 23 23 2.3 19 1.8 17 1.3
61  Panama’................. 5.8 6.7 5.4 6.1 6.0 4.4 4.2 5.1 4.1 5.4 5.3
62 Lebanon..... 1 1 .1 K] 1 1 1 3 1 At 1
63  Hong Kong 13.8 11.4 114 114 11.8 11.5 9.5 10.5 1.2 11.5 12.5
64  Singapore .. 10.3 9.8 9.7 9.4 9.9 8.5 9.3 9.7 9.4 8.8 8.4
65 Others®......... 0 .0 .0 .0 .0 .0 .0 .0 .0 .0 .0
66 Miscellaneous and unallocated’ 168 173 169 173 16.9 16.4 16.8 17.2 19.8 18.6" | 18.1"

1, The banking offices covered by these data are 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 subsidiaries of U.S. banks. To minitize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or
another foreign branch of the same banl in% institution. The data in 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).

from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.

1, This group comprises the Organization of Petroleum Exporting Countries
shown individually, other members of OPEC (Algeria, Gabon, Iran, Iraq, Kuwait,
Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates), and Bahrain and
Oman (not formally members of OPEC),

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979,

2. Beginning with June 1984 data, reported claims held by fm'eifn br:
have been reduced by an increase in the reporting threshold for '‘shell’” branches

6. Foreign branch claims only.
7. Incl New Zealand, Liberia, and international and regional organiza-
tions.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States!
Millions of dollars, end of period
1986 1987
Type, and area or country 1583 1984 1985
June Sept. Dec. Mar. June
D 1 25,346 29,357 27,685 25,126 26,117 25,478 27,020 28,646
2 Payableindollars............covveviiiiiiiiiiiinii. 22,233 26,389 24,296 21,440 22,278 21,759 21,611 23,717
3 Payable in foreign currencies .......... ... 3,113 ,968 3,389 3,686 3,839 3,719 ,408 4,929
By type
4 Finangcial liabilities 10,572 14,509 13,460 11,808 13,219 12,140 12,997 13,970
S Payable in dollars ,700 12,553 11,257 9,717 10,947 9,782 10,397 10,625
6 Payable in foreign currencies ... 1,872 1,955 2,203 2,091 2,272 2,358 X 3,345
7 Commercial liabilities .............. ... 14,774 14,849 14,225 13,318 12,899 13,338 14,023 14,676
8  Trade payables ............... 7,765 7,005 6,685 5,670 5,723 6,357 6,813 7,147
9 Advance receipts and other liabilities ........ 7,009 7,843 7,540 7,648 7,175 6,981 7,210 7,530
10 Payableindollars .......... 13,533 13,836 13,039 11,723 11,331 11,977 11,215 13,092
11  Payable in foreign currencies .................000 ,241 1,013 1,186 1,595 1,567 1,361 2,808 1,585
By area or country
Financial liabilities
120 BUIOPE oottt i 5,742 6,728 7,560 7,126 8,625 7,917 8,258 9,202
13 Belgium-Luxembourg ... 302 471 329 3% 424 245 205 257
14 France ................ 843 995 857 686 501 644 742 812
15 Germany ................ 502 489 434 280 319 270 368 305
16 Netherlands ............. 621 590 745 635 708 704 693 669
17 Switzerland .............. 486 569 620 505 537 615 678 703
18 United Kingdom ..., 2,839 3,297 4,254 4,333 5,705 5,148 5312 6,194
19 Canada ..........ooviiiiiiiii 764 863 839 367 362 399 431 907
20 Latin America and Caribbean .....................0. 2,596 5,086 3,184 2,463 2,283 1,964 2,369 1,747
21 Bahamas ............. ..ot 751 1,926 1,123 854 842 614 669 398
2 Bermuda ........coiiiiiiiiiiiiiii i 13 13 4 14 4 4 0 0
23 Brazil .. ..ooniiiii i 32 35 29 27 28 32 26 2
24 British West Indies .................. oo 1,041 2,103 1,843 1,426 1,291 1,163 1,545 1,223
25 Mexico ...... P 213 367 15 30 18 22 30 29
26 Venezuela .......o.oviiviii i 124 137 3 3 5 3 3 5
27 Asia .. 1,424 1,777 1,815 1,735 1,881 1,792 1,869 2,046
28 Japan 991 1,209 1,198 1,264 1,446 1,377 1,459 1,666
29 Middle East oil-exporting cou 170 155 82 43 3 8 7 7
30 AFHCA v vt e e 19 14 12 12 4 1 3 1
3 Oil-exporting countries® ............ocvvvriiinnee.. 0 0 0 0 2 1 1 0
32 Allother* ... o i 27 41 50 104 63 67 67 66
Commercial liabilities
33 BUIOPE o evve i s 3,245 4,001 4,074 3,817 4,367 4,457 4,383 4,956
34 Belgium-Luxembourg 62 48 62 58 75 100 85 m
35 France .................. 437 438 453 358 370 340 278 419
36 Germany ................ 427 622 607 561 637 722 589 591
37 Netherlands ............. 268 245 364 586 613 493 372 339
38 Switzerland . ............. 241 257 379 284 361 385 484 554
39 United Kingdom ...............c..oooiiiiiiiiis, 732 1,095 976 864 1,138 1,301 1,287 1,367
40 Canada .........ciii i e 1,841 1,975 1,449 1,367 1,312 1,389 1,350 1,250
41  Latin America and Caribbean 1,473 1,871 1,088 1,242 846 873 1,075 1,025
42 Bahamas .................. 1 7 12 37 32 28 13
43 Bermuda .................. 67 114 77 294 172 129 296 244
44 Brazil ............. 44 124 58 45 43 59 81 87
45 British West Indies . 6 32 44 35 45 48 88 64
46 Mexico . 585 586 430 235 197 211 182 154
47 Venezuela . 432 636 212 488 207 215 223 202
48 Asia ... 6,741 5,285 6,046 5,273 4,807 5,020 5,681 5,839
49 Japan ... 1,247 1,256 1,799 2,100 2,136 2,047 2,437 2,517
50 dedle East oil-exporting cou. 4,178 2,372 2,829 1,985 1,492 1,668 1,931 1,842
51 Africa ... 553 588 587 567 585 622 520 523
52 Oll-exportmg countries 167 233 238 215 176 196 170 166
S3 0 AllOther® ... o i e 921 1,128 982 1,053 982 977 1,014 1,083

1. For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550.

2. Comprises Bahram fran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucnal States).

3. Comprises Algeria, Gabon, Libya, and Nigeria,

4. Includes nonmonetary international and regional organizations.
5. Revisions include a reclassification of transactions, which also affects the

totals for Asia and the grand totals.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States’
Millions of dollars, end of period

1986 1987
Type, and area or country 1983 1984 1985
June Sept. Dec Mar. June
<
TTotal .oovviii i e 34,911 29,901 28,760 33,851 34,007 33,292 33,778 30,994
2 Payableindollars..........ovvviiviiiiienereeiiins . 31,815 27,304 26,457 31,669 31,302 30,771 30,716 27,897
3 Payable in foreign currencies ......... ... 00 3,096 2,597 2,302 2,182 ,706 2,521 3,062 K
y fype
4 Fmancna] Claims ..o e 23,780 19,254 18,774 24,709 24,795 23,461 24,192 21,487
5 Deposits .........v.n 18,496 14,621 15,526 21,401 18,986 18,018 18,142 15,398
6 ayable in dollars ...... 17,993 14,202 14,911 20,846 18,422 17,461 17,315 13214
7 Payable in foreign currencies 503 420 615 555 565 556 827 1,183
8  Other financial claims ....... 5,284 4,633 3,248 3,308 5,808 5,444 6,050 X
9 Payable in dollars......... 3,328 3,190 2,213 2,287 4,435 4,089 4,700 4,815
10 Payable in foreign currencies 956 1,442 1,035 1,021 1,374 1,354 1,350 1,275
11 Commercial claims 11,131 10,646 9,986 9,142 9,213 9,831 9,586 9,507
12 Trade receivables, 9,721 9,177 ,696 7,802 8,030 8,680 8,579 8,507
13 Advance payments and other ¢l 1,410 1,470 1,290 1,341 1,183 1,151 1,007 1,000
14  Payableindollars ........ 10,494 9,912 9,333 8,537 8,445 9,220 8,701 8,868
15 Payable in foreign currencies ..............cooviieni 637 735 652 606 767 611 886 639
By area or country
Financial claims
16 EUIOPE .ovvvive i viiiian st ininnsnirareienen 6,488 5,762 6,812 10,144 10,501 8,759 9,342 9,814
17 Belgium-Luxembourg . 37 15 10 11 67 41 15 6
18 France .......o.oovve 150 126 184 257 418 138 172 154
19 Germany ......ooai.e 163 24 223 148 129 111 163 92
20 Netherlands ......... 71 66 61 17 44 86 69 75
21 Switzerland .......... 38 74 167 138 182 74 95
22 United Kingdom ...... ..o iviiiiiiiiroriienies 5,817 4,864 6,007 9,328 9,478 7,957 8,496 9,192
23 Canada .......iiiii s 5,989 3,988 3,260 4,422 3,970 4,063 3,873 3,329
24  Latin America and Caribbean 10,234 8,216 7,846 9,258 9,438 9,208 9,548 7,486
25 Bahamas 4,771 3,306 2,698 3,315 2,807 2,624 3,945 2,572
26 Bermuda 102 6 6 17 19 6 3 6
27 Brazil ............... 53 100 78 75 105 73 71 103
28 British West Indies ... 4,206 4,043 4,571 5,402 6,060 6,078 5,128 4,296
29 Mexico ........oouues 293 215 180 176 173 174 164 167
30 Venezuela 134 125 48 42 40 24 23 22
31 ASI ceahi e 764 961 731 776 715 1,323 1,205 785
32 Japan .. 297 353 475 499 365 1,001 941 445
33 Middle East 4 13 4 2 2 11 11 10
34 AMMCA ... .. 147 210 103 89 84 85 84 58
35 Oil-exporting countries® ............ccvievieinens 55 85 29 25 18 28 19 9
36 Allother......... e e 159 117 21 20 86 22 140 16
Commercial claims
37 BUIOPE .. evviteetin e re st 3,670 3,801 3,533 3,304 3,385 3,665 3,612 3,715
38 Belgium-Luxembourg ... 135 165 175 131 126 133 143 135
39 France ................ 459 440 426 91 415 395 4 431
40 Germany ............ 349 374 346 418 405 441 444 524
41 Netherlands ......... 334 335 284 230 184 200 163 174
42 Switzerland .......... 317 m 284 228 233 215 193 186
43 United Kingdom ..........ooovvieiiiiiiniinianns 809 1,063 898 674 853 926 1,012 984
44 Canada .........coviiiiiiiiii i 829 1,021 1,023 965 950 919 %09 897
45  Latin America and Caribbean ..................00ve 2,695 2,052 1,753 1,611 1,687 1,880 1,797 1,741
46 Bahamas ......covviiiiiiiiiiii i 8 8 13 24 29 28 11 14
47 Bermuda .....vviiiiiiiiiiii i 190 115 93 148 132 158 130 126
43 Brazil ....oooviuniiiniii i i 493 214 206 193 207 236 21 198
49 British West Indies ............oooiiiiiioieniin, 7 7 6 29 23 48 22 14
50 MEXICO .ot viiin i e 884 583 510 323 316 391 415 316
5t Venezuela ......ovviiiiiiiiniiiiiiii s 272 206 157 181 192 224 157 183
52 Asia .... 3,063 3,073 2,982 2,574 2,487 2,653 2,604 2,520
53 Japan ..... 1,114 1,191 1,016 845 792 862 914 934
54 Middle East 737 668 638 622 600 509 467 391
S5 AFHCA L. 588 470 437 450 469 494 431 377
56 Oil-exporting countries® ...........oocvvevieeennns 139 134 130 170 168 135 141 122
57 Allother* ... e 286 229 257 237 234 220 233 256

1. For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550

2. Comprises Bahrain, Ir;m, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.
4. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1987 1987
Transactions, and area or country 1985 1986
JSZ‘;t_. Mar. Apr. May June July Aug. Sept.”
U.S. corporate securities
STOCKS

1 Foreign purchases ...........c.oiuiiiiiieninnn, 81,995 148,101 | 191,343 23,064 20,735 19,632 18,682 23,645 24,774 22,468
2 Foreignsales ..........cooovvien e 77,054 129,382 | 167,835 18,001 17,390 15,956 17,054 21,883 24,554 19,435
3 Net purchases, orsales (=) ...................... 4,941 18,719 23,508 5,063 3,45 3,676 1,628 1,763 220 3,033
4 Foreigncountries ..................oeiieinitn 4,857 18,927 23,463 5,026 3,282 3,711 1,673 1,749 17 2,944
5 BUTOPE oot viiie i 2,057 9,559 10,004 1,841 1,060 1,474 669 ni 81 1,305
6 France ~-438 459 1,787 656 332 123 107 66 —69 —-15
7 Germany 730 341 -121 19 -101 118 —-155 -96 28 -12
8 Netherlands ............... -123 936 1,068 69 124 120 232 153 135 79
9 Switzerland ... =75 1,560 860 177 306 351 -206 —80 -325 —435
10 United Kingdom ........... 1,665 4,826 5,503 783 211 670 671 635 125 763
11 Canada ........ocvevieevinnns 356 817 577 343 252 48 -238 255 -21 —46
12 Latin Amerifa and Caribbean .. 1,718 3,030 2,432 3n 36 363 290 387 188 157
13 Middle East' ,................ 238 976 | —1,398 ~230 21 ~9%0 —26 -913 —255 135
14 Other Asia .. 296 3,876 11,069 2,638 1,79 1,686 1,009 1,290 171 1,242
15 Africa .. . 24 297 111 1 59 45 -30 ~14 16 20
16 Other countries . 168 373 668 61 65 185 -1 27 —63 132

17 Nonmonetary international and
regional orgamizations ....................... 84 —-208 —45 37 62 ~36 —45 14 102 9%

Bonps?

18 Foreign purchases ..........cooooviiiiiiiiieninns 86,587 123,149 83,992 12,127 9,857 8,963 10,364 9,407 7,015 8,647
19 Foreign sales ........ooovviiniiriiiiiiiiaiins 42,455 72,499 | 59,967 8,274 6,559 6,823 8,305 6,509 5,592 4,839
20 Net purchases, or sales (=) ...................... 44,132 50,650 | 24,025 3,853 3,297 2,140 2,060 2,898" 1,423 3,809
21 Foreign countries ...... e 44,227 49,803 | 23,979 4,000 3,107 2,270 1,968 2,889 1,582 3,769
22 BUIOPE .ot iieri i 39,323 | 20,233 3,607 2,833 1,682 2,204 2,346 1,647 3,140
23 France ... 389 187 81 -22 7 43 &5 26 -37
24 Germany —251 98 198 —-121 -29 80 116 -22 -56
25 Netherlands ................. 387 249 69 47 38 37 —65 4 116
26 Switzerland .. ... 4,529 1,764 558 50 182 105 247 312 166
27  United Kingdom ... 33,902 17,731 2,941 2,809 1,544 1,795 1,913 1,343 2,819
28 Canada ............., ST 1 161 23 49 -8 47
29 Latin Amerifa and Caribbean .. .. 1,468 1,614 65 123 254 -4 305 46 624
30 Middle East’ .........c......... ~2,961 —482 =12 62 59 ~128 -166 -14 -87
31 Other Asia . 11,270 1,824 169 -~73 252 -169 300 -93 52
32 Africa -1 3 1 7 8 1 -17 -6
33 Other COBNERIBS . ..vvvrenvieeneneneairiarerannns 139 -19 =22 0 -6 8 15 20 -1

34 Nonmonetary international and
regional organizations ....................... -95 847 45 -147 190 ~130 92 9 -159 40

Foreign securities

35 Stocks, net purchases, or sales (=) ............... —3,941 -1,912 | -2,279 -785 ~1,174 636 -257 -11 —375 451
36 Foreign purchases 20,861 48,787 68,922 7,015 7,124 8,016 8,778 8,583 8,672 8,655
37 Foreignsales ...........ciiiiiiiiiiiiiin 50,699 71,201 7,799 8,297 7,379 9,035 8,593 9,047 8,204
38 Bonds, net purchases, or sales (=) ............... -3,999 -~3,356 [ ~1,320 -632 -581 | -L,117 2,281 —586" —263 —666
39  Foreign purchases .............. 81,216 166,786 | 150,277 16,650 19,020 20,049 25,799 16,314" 12,306 12,891
40 Foreignsales ......o.iiiiiiiiiiieiiiiiiin, 85,214 170,142 | 151,598 17,281 19,601 21,166 23,518 16,900 12,569 13,558
41 Net purchases, or sales (), of stocks and bonds ..., | —7,940 ~5,268 | ~3,599 | ~1,416 | -1,75§ —~481 2,024 -597" —637 -215
42 Forefgncountrles ......o.oovevncninniiacieniia, -9,003 -6,352 | —~4,892 | —1,683 ~1,889 ~499 1,980 -323" ~1,231 -504
43 Europe -17,893 | ~8,879 —-748 -2,704 -1,990 =31 —568 -918 —471
44 Canada . —875 { ~3,439 -226 -3 ~418 ~489 —596" —484 —263
45 Latin America and Caribbean 3,484 646 —-416 259 204 | 106 —62 81 -20
46 Asla .....oiiiiiii e 659 10,858 7,613 290 637 1,692 2,513 1,079 224 85
47 Africa...... 32 61 —1 8 20 6 S 5 14
48 Other countries ~1,977 -893 —583 ~86 -8 ~124 -182 —140 151

49 Nanmonetary international and
regional organizations ....................... 1,063 1,084 1,293 267 135 18 44 -274 594 288

1. Comprises oil -exporting countries as follows: Bahrain, Iran, Iraq, Kuwait, ties sold abroad by U.S. corporations organized to finance direct investments
Oman, (%atar, Saudi Arabia, and United Arab Emirates (Trucial States). abroad.
2. Includes state and local government securities, and securities of U.S.

government agencies and corporations, Also incfudes issues of new debt securi-
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions
Millions of dollars

1987 1987
Country or area 1985 1986

‘;‘;‘l"{ Mar. Apr. May June Tuly Aug. | Sept.”

Transactions, net purchases or sales (—) during period!
1 Estimated total? ... ... ...\iiiieieeeeiie i iiaes 29,208 | 20,117 | 18,535 7,040 | —2,985 -281 ; 12,279 878 1,110 808
2 Foreign COUNries® .., ... ..oveirionerninienenirienninine 28,768 | 21,220 | 24,982 4,149 | ~1,405 3,731 | 8,646 3,680 2,787 989
3 BUIOPE? .« ottt e e 4,303 | 17,056 | 17,268 5,837 378 1,695 3,640 4,519 | —1,007 -91%
4  Belgium—Luxembourg .. 476 349 659 =35 ~35 4 58 54 366 ~25
S  Germany? ......... .. 1,917 7,670 | 10,337 2,141 1,106 1,417 1,534 1,516 780 145
6 Netherlands . Cee 269 1,283 -194 =212 =22 352 111 204 —254 -49
7 Sweden ..,.. 976 132 =S 334 32 -166 -183 76 —153 -156
8 Switzu’land‘2 Lo 773 329 3,354 1,641 652 413 585 512 —688 -9
9 United Kingdom ... ~1,810 | 4,681 230 328 | -1,089 —-524 617 1,115 —431 [ —999
10  Other Western Europe 1,701 2,613 2,909 1,640 ~230 198 913 1,042 —631 258
11  Eastern Europe . ... . 0 0 =22 Q -40 1 S 1\ 4 S
12 Canada . .ov i e —188 881 3,525 709 703 37 413 654 378 203
13 Latin America and Caribbean .............cociviiiiaiinnns 4,315 926 | —2,366 -62 -30 -381 780 ~673 ~675 -29
14 Venezuela ......................00 . 248 ~95 177 102 14 1 -17 -4 30 S5
15  Other Latin America and Caribbean 2,336 1,129 | -1,409 ~156 -176 -302 | -514 15 -49 { —155
Netherlands Antilles ............ .. 1,731 ~108 | 1,133 —~8 133 -90 1,311 —684 ~656 72
i Lol 19919 1,345 6,139 | -2,379 | 2,880 | 2,136 | 3,531 ~671 4,318 | 1,797
17,909 ~22 2371 { —2,457 | ~2,561 —541 4,199 —597 1,839 799
112 ~54 -38 12 -15 11 -18 20 —24 3
308 1,067 453 32 442 233 300 —168 ~204 ~-67

21 Nc tary internatjonal

442 | -1,102 | —6,449 2,890 | ~1,580{ -4,013 | 3,633 | —2,802: -1,677| —181
—436 | -1,430 —-5,39; 2,8?{ -—1.34(2) —3.143 3,51; ——2.87(5) —1,77.% 111

22 International

23 Latin American regional 18 157 -10
Memo

24 Foreign cqumries?' ........................................ 28,768 | 21,220 | 24,982 4,149 1 ~1,405 3,73 8,646 3,680 2,787 989

25  Official msliu!uons . ..] 8,135 | 14214 25,379 5,852 2,489 4,447 | 3,719 2,251 2,612 | 1,700

26 Other foreign® .......c.oviviierviiiieiriiiii i 20,631 7,010 -398 | ~1,702 [ —3,894 -715 4,927 1,428 175 =711
m\—exYoning countries

27 Middle EBast i —1,547 | —-1,529 | -1,858 225 -120 636 | —857 112 329 | —-479

28 Africa® ... 7 5 19 17 ¢ [ 1 0 0 0
1. Estimated official and private transactions in marketable U.S. Treasury 3, Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

securities with an original maturity of more than 1 year. Data are based on United Arab Emirates (Trucial States).

monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and 4. Comprises Algeria, Gabon, Libya, and Nigeria.

notes held by official institutions of foreign countries. . .
2. Includes U.S, Treasury notes publicly issued to private foreign residents
denominated in foreign currencies.
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on Oct. 31, 1987 Rate on Oct, 31, 1987 Rate on Oct. 31, 1987
Country Month Country Month Country Month
ont! ont ont
Percent | .frective Percent | .ffective Percent effective
Austria.... 35 Jan. 1987 7.5 July 1987 Norway,....ooovvvnnn. June 1983
Belgium 7.25 July 1987 3.0 Jan. 1987 Switzerland ... . Jan, 1987
Brazil . 49.0 Mar, 1981 12.0 Aug. 1987 | United Kingdom? TR
Canada. . 8.26 Oct, 1987 2.5 Feb. 1987 | Venezuela...............
Denmark ....oovvviiennn 7.0 Oct. 1983 4.5 Mar, 1986
1. As of the end of February 1981, the rate is that at which the Bank of France or makes advances against eligible commercial paper and/or government com-
discounts Treasury bills for 7 1o 10 days. mercial banks or brokers. For countries with more than one rate a(fpl'\cable to
2. Mini lending rate ded as of Aug, 20, 1991. such discounts or advances, the rate shown is the one at which it is understood the
NoTk. Rates shown are mainfy those at which the central bank either discounts central bank transacts the largest proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES

Percent per annum, averages of daily figures

1987
Country, or type 1984 1985 1986

Apr May June Tuly Aug Sept. Oct

1 Burodollars .....oovoovvvieneiiiiiian, 10.75 8.27 6.70 6.73 7.25 7.11 6.87 6,91 7.5 8.29
2 United Kingdom................ . 9.91 12.16 10.87 9.72 8.79 8.85 9.17 9.95 10.12 9.92
3Canada.......oovvviiininnins . 11.29 9.64 9.18 7.62 8.22 8.40 8.61 9.11 9.32 9.12
4 Germany. . . 5,96 5.40 4.58 3.85 3.73 3.67 383 3.93 3,98 4,70
5 Switzerland ...l TN 4.35 4.92 4.19 3.65 3.63 3.77 3.60 3.55 3.51 4.03
6 Netherlands 6.08 6.29 5.56 531 5.11 5.15 5.21 5.27 5.31 5.63
7 France. ... 11.66 991 7.68 7.87 8.09 8.18 7.83 7.88 7.85 8.15
8 Italy. 17.08 14,86 12.60 10.03 10.15 10.67 10.92 11.96 12.36 11.85
9 Belgium 1141 9.60 8.04 7.21 7.13 6.78 6.54 6.55 6.56 6.84
10 Japan. ....coveiiien i 6.32 6.47 4.96 3.92 3.77 7N 3.74 37 3.77 3.89

NoTe. Rates are for 3-month interbank loans except for Canada, fi p paper; Belgi 3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1987
Country/currency 1984 1985 1986
May June July Aug. Sept. Oct.
1 Australia/dollart ........c.oovevienin... 87.937 70.026 67.093 71.42 71.79 70.79 70.72 72.68 71.12
2 Austria/schilling ................ ... 20.005 20.676 15.260 12.574 12.793 12.996 13.041 12.765 12.674
3 Belgium/franc .........ocooeiiiieii, 57.749 59.336 44.662 37.091 37.712 38.329 38.528 37.657 37.494
4 Canada/dollar....................... ..., 1.2953 1.3658 1.3896 1.3411 1.338 1.3262 1.3256 1.3154 1.3097
5 China, P.R./yuan .......cooviviiiinnnns 2.3308 2.9434 3.4615 3.7314 3.7314 37314 3.7314 3.7314 3.7314
6 Denmark/krone ...............cocvieins 10.354 10.598 8.0954 6.7333 6.8555 7.0179 7.1279 6.9893 6.9262
7 Finland/markka.................c0o000 6.0007 6.1971 5.0721 4.3604 4.4281 4.4882 4.5017 4,3954 4.3570
8 Franceffranc. ...............cooveuia. 8.7355 8.9799 6.9256 5.9748 6.0739 6.1530 6.1934 6.0555 6.0160
9 Germany/dentsche mark ................. 2.8454 2.9419 2.1704 1.7881 1.818% 1.8482 1.8553 1.8134 1.8006
10 Greece/drachma ................... e 112,73 138.40 139.93 133,35 136 139.313 140.63 138.40 138.61
11 Hong Kong/dollar.............. e 7.8188 .1.7911 7.8037 7.8049 808 7.8091 7.8035 7.8077
12 India/rupee..,....ooinn e 11,348 12.332 12.597 12.666 12.837 13.01 13.085 12,993 12.995
13 Ireland/pound”........ ...t 108.64 106.62 134.14 149.59 147.25 144,99 144,18 147.54 148.72
14 Italyflira ........ooiiiiiiiii 1756.10 1908.90 1491.16 1290.80 1316.50 1337.96 1344.18 1310.86 1302.58
15 Japaniyen..... . 237.45 238.47 168.35 140.48 44.55 150.29 147.33 143.29 143.32
16 Malaysia/ringgit e 2.3448 2.4806 2.5830 2.4759 2.5078 2.5414 2.5361 2.5189 2.5308
17 Netherlands/guilder .....oooovniiniin 31.2083 33184 1. 2.0154 2.0490 2.0814 2.0903 2.0413 2.0267
18 New Zealand/dollar’ .................... 57.837 49,752 52.456 57.639 58.686 59.644 58.923 63.352 64.031
19 Norway/Krone ..........ocoinennuenn.. 8.1596 8.5933 7.3984 6.6632 6.7147 6.7632 6.7911 6.6505 6.6311
20 Portugallescudo. .........ooooviiniiint 147.70 172,07 149.80 139.18 142.12 44.51 145.57 142.94 142.82
21 Singapore/dollar .........ooiiiiiiin., 2.1325 2.2008 2.1782 2.1202 2.1176 2.1183 2.1082 2.0924 2.0891
22 South Africa/rand’ ... ...........ouilLl, 69.534 45.57 43.952 49.87 49.41 48.52 48.16 48.86 48.79
23 South Korea/won ..............oovveues, 807.91 861.89 884.61 832.53 818.39 811.81 811.87 810.07 808.47
24 Spain/peseta..........ooiiiiiiiiiiiaen, 160.78 169.98 140.04 125.28 126.33 126.97 125.57 121.34 118.60
25 Sri Lanka/rupee ..........oovviiiinniis 25.428 27.187 27.933 28.988 29.171 29.405 29.643 29.902 30.347
26 Sweden/krona ......... ..., e 8.2706 8.6031 7.1272 6.2606 6.3482 6.4466 6.4898 6.3844 6.3560
27 Switzerland/franc 2.3500 2.4551 1.7979 1.4705 1.5085 1.5365 1.5364 1.5029 1.4940
28 Taiwan/dollar. . 39.633 39.889 37.837 32.354 31.226 31.114 30.290 30.151 30.036
29 Thailand/baht. ... 23,582 27.193 26.314 25.629 25.779 04 25.926 25.765 25.783
30 United Kingdom/poi 133.66 129.74 146.77 1 162.88 160.90 159.96 164.46 166.20
MEMO ... iiiei i
31 United States/dollar? .................... 138.19 143.01 112,22 96.05 97.78 99.36 99.43 97.23 96.65
1. Value in U.S, cents. . 3. Currency reform. .
2. Index of ghted-average exch value of U.S. dollar against the NoTE. Averages of certified noon buying rates in New York for cable transfers.

currencies of 10 industrial countries. The wei’g_ht for each of the 10 countries is the
i

1972-76 average world trade of that country

all 10 countries combined. Series revised as of August 197!

RESERVE BULLETIN, vol. 64, August 1978, p. 700).

vided by the average world trade of
(see FEDERAL

. Datain this table also appear in the Board's G.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

¢ Corrected

¢  Estimated

p  Preliminary

r  Revised (Notation appears on column heading when

about half of the figures in that column are changed.)

Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000
when the smallest unit given is millions)

*

General Information

Minus signs are used to indicate (1) a decrease, (2} a negative
figure, or (3) an outflow.

“U.S. government securities”’ may include guaranteed
issues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

0 Calculated to be zero
n.a. Not available
n.e.c. Not elsewhere classified
IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts
RPs Repurchase agreements
Standard metropolitan statistical areas

SMSAs
e Cell not applicable

obligations of the Treasury. ‘‘State and local government’’
also includes municipalities, special 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
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4,23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 3-7, 1987

A. Commercial and Industrial Loans?

Weighted Loan rate (percent) Loans Most
Anlmunt of | Average average made Partici- common
ceet oans size maturity’ i under pation
Characteristic (thousands | (thousands ¥ | Weighted Standard Inter- commit- loans E\Zsu?\
of dollars) | of dollars) average error® quartile ment (percent) P t 7g
Days effective? range® (percent) rate
ALL BANKs
1 Ovemight8 ......................... 15,529,996 8,127 * 7.53 04 7.25-1.19 8.5 5.6 Fed funds
2 One month and under ............... 6,707,864 622 16 7.87 .16 7.25-8.12 81.9 7.0 Domestic
3  Fixedrate.,..... 5,502,495 811 14 7.68 .16 7.19-7.93 81.7 6.7 Domestic
4  Floating rate 1,205,369 302 21 8.71 A5 7.76-9.66 82.7 8.4 ime
S Over one month and under a year .... | 10,387,888 138 te 8.81 .18 7.84-9.65 76.2 13.8 Prime
6 Fixedrate.............oovevinins 5,400,259 151 74 8.54 .23 7.59-9.38 4.7 19.6 Foreign
7  Floatingrate .........oovvvvninn 4,987,630 127 167 9.09 .19 8.48-9.65 779 7.6 Prime
§Demand®...........oociiiiiian, 11,085,901 234 * 8.79 A2 7.76-9.65 80.1 5.9 Prime
9  Fixed rate. . . 1,099,847 442 * 7.55 17 6.94-7.65 91.6 2.1 Fed funds
10 Floating rate . 9,986,053 222 * 8.93 A2 8.51-9.65 8.9 6.3 Prime
11 Total short term .................... 43,711,649 323 42 8.20 15 7.36-8.75 78.9 1.8 Fed funds
27,515,318 586 19 7.76 12 7.26-7.97 78.9 8.4 Fed funds
,738 7 107 11,22 17 10.25-12.19 19.0 2 Prime
124,988 3 114 10.55 22 9.84-11.57 304 .1 Prime
134,771 62 2 10,20 19 9.57-10.94 24.6 8 " Prime
488,361 177 70 9.49 18 8.42-10.47 46.9 34 Prime
305,991 646 56 8.20 .58-8.64 719 42 Domestic
26,234,470 8,765 16 7.66 06 7.25-7.89 80.5 8.7 Fed funds
16,196,331 184 138 8.96 12 8.31-9.65 8.9 6.8 Prime
413,423 10 144 10.32 .10 9,58-10.86 68.5 9 Prime
496,363 34 134 10.19 A1 9.38-10.75 70.7 4.8 Prime
770,480 65 143 9.94 .07 9.14-10.65 81.0 4.1 Prime
2,936,644 198 175 9.53 02 8.75-10.20 822 5.6 Prime
1,385,636 666 164 9.22 .05 8.57-9.69 83.3 74 Prime
10,193,785 4,253 120 8.57 At 7.65-9.31 78.0 17 Prime
Months
26 Totallong term ..................... 4,107,851 226 52 8.78 ) 7.56-9.65 72.3 8.7 Prime
1,631,886 209 57 8.68 31 7.56-9.31 74.8 5.6 Fed funds
124,599 18 50 12.11 34 10.25~-12.75 14.7 L5 Other
68,226 206 54 10.41 18 9.17-11.30 4.7 4.7 Prime
133,674 598 45 9.49 .62 8.99-10.20 37.9 537 Other
1,305,388 7,515 59 8.18 .38 7.43-8.69 85.9 1.1 Fed funds
32 Floating rate (thousands of dollars) ... | 2,475,965 239 48 8.84 19 7.72-9.65 70.6 58 Prime
33 199 . e 191,560 24 41 10.54 .18 9.65-11.63 38.2 1.5 Prime
34 100-499.......... i 358,589 193 51 10.14 17 9.38-10.75 49.7 31 Prime
35 S00-999.....iiiiiiiici 120,155 661 47 9.24 13 8.57-9.65 64.4 33 Prime
36 1000andover............co.onunn 1,805,660 5,039 48 8.38 15 7.51-9.01 78.6 69 Domestic
Loan rate (percent)
Days Prime rate!!
Effective® | Nominal'?
Loans MADE BELOW PRIME'?
37 Overnight® ..., 14,789,118 9,862 * 7.47 7.20 8.25 80.1 6.5
38 One month and under ............... 5,581,887 3,995 14 7.53 7.26 8.26 84.2 6.3
39 Over ong month and under a yea ] 4,314,622 974 102 7.70 7.45 8.36 79.2 10.8
40 Demand’.......... . 3,416,337 1,796 * 7.47 7.25 8.30 58.9 3.8
41 Total short term 28,101,964 3,045 22 7.51 7.26 8.27 78.2 6.8
42 Fixedrate. .......o.oovvveivniinns 23;810,304 3,880 14 7.49 7.24 8.26 80.9 6.8
43 Floatingrate .............coovvvuiss 4,291,661 1,389 120 7.62 7.37 8.33 63.0 6.9
Months
44 Totallongterm ..................... 1,942,217 1,752 46 7.65 7.46 8.3t 90.1 54
45 Fixedrate.........ocooiiviinviianns 960,376 1,578 51 7.68 7.52 8.35 84.1 7.3
46 Floating rate ........ovvvenvnvnnnns 981,842 1,963 42 7.62 7.40 8.28 96.0 34

For notes see end of table.
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4.23 Continued
A. Commercial and Industrial Loans — Continued

Weighted Loan rate (percent) Loans Most
Anl\oum of | Average average made Partici- common
- oans size maturity? . under pation
Characteristic (thousands | (thousands v Weighted Standard Inter- commit- loans 2‘:%
of dollars) | of dollars) average erTo quartile ment (percent) P t 08
Days effective? range® (percent) rate
LARGE BANKS
1 Ovex’night8 ......................... 13,559,929 10,061 * 7.50 07 725-7.72 76.0 3.6 Fed funds
2 One monthand under ............... 5,221,946 2,491 15 7.70 10 7.19-7.93 83.1 6.0 Domestic
3 Fixedrate............co0un0s .| 4,516,988 4,488 14 7.57 .09 7.17-7.87 82.9 6.4 Domestic
4 Floating rate 04,958 647 19 8.52 20 7.62-9.49 84.8 34 Domestic
5 Over one month and under a year .... | 6,520,728 783 98 8.42 A1 7.59-9.11 82.7 17.2 Foreign
6  Fixed rate .. 4,210,278 2,724 66 8.32 17 7.59-8.94 82.1 22.1 Foreign
7 Floatingrate ........cocovevinvens 2,310,450 341 157 8.58 21 7.89-9.17 83.7 8.4 Prime
8 Demand®.......iiiriiii e 6,782,199 531 * 8.7 21 7.63-9.65 75.9 4.0 Prime
9  Fixed rate. . 462,720 1,734 * 7.61 32 7.37-1.57 90.3 44 Domestic
10  Floating rate . 6,319,479 505 * 8.79 22 7.83-9.65 74.9 3.9 Prime
11 Total shortterm .................... 32,084,802 1,307 29 7.98 A1 7.32-8.57 78.5 6.8 Fed funds
22,740,014 5,468 16 7.67 .09 7.25-7.89 78.8 7.6 Fed funds
7,126 10 104 10,18 .16 9.38-11.02 32.0 5.1 Prime
8,051 33 91 9.92 43 9.58-10.67 21.4 1.2 Prime
15,679 66 88 9.44 .22 9.04-10.11 39.6 2.0 Prime
124,586 222 62 8.80 A1 8.21-9.58 63.1 2.6 Prime
160,198 673 50 8.34 12 7.65-8.65 83.7 3.0 Domestic
22,424,374 10,361 16 7.66 .09 7.25-7.86 78.9 7.7 Fed funds
9,344,787 458 124 8.72 18 7.81-9.58 77.9 5.0 Prime
,032 11 143 10.08 12 9.20-10.75 83.0 3 Prime
98,881 34 139 9.97 13 9.11-10.75 82.0 N Prime
195,510 65 138 9.73 07 9.11-10.20 83.2 1.1 Prime
1,020,245 209 145 9.45 02 8.60-9.96 86.7 29 Prime
5,438 678 138 9.16 08 8.57-9.66 84.8 6.7 Prime
7,292,681 5,424 119 8.52 20 7.57-9.14 75.7 53 Prime
Months
26 Totallong term ..................... 2,752,198 1,450 52 8.28 22 7.43-8.84 81.5 2.2 Domestic
27 Fixed rate (thousands of dollars) 1,113,028 2,241 58 8.06 .29 7.43-8.57 87.9 .0 Foreign
28 1-99.. 7, 27 49 11.54 3R 10,35-12.40 413 1.0 Other
13,900 255 52 10.65 24 10.20-11.30 46.5 .0 Domestic
25,119 715 48 9.95 1.17 8.02-10.52 713 0 Fed funds
1,066,343 8,876 59 7.96 .23 7.43-8.53 89.1 .0 Foreign
1,639,170 1,169 47 8.42 21 7.53-9.31 77.2 3.6 Domestic
24,517 34 40 10.19 28 9.14-10.75 58.4 2 Prime
77,910 226 47 9.59 12 9.11-9.92 65.5 4.8 Prime
58,101 643 52 9.19 22 8.57-9.73 77.7 0 Prime
1,478,642 6,201 47 8.30 .23 7.44-8.84 78.1 3.8 Domestic
Loan rate (percent}
Days Prime rate!!
Effective* | Nominal'®
LoaNs MADE BELow PriME!?
37 Ovc.‘.rnight8 ......................... 12,854,344 11,398 * 7.44 717 8.25 71.8 3.8
38 Onemonth and uader ............... 4,635,102 5,903 14 7.50 7.24 8.25 83.9 5.9
39 Over ong month and under a year .... | 3,376,213 5,819 92 7.58 7.34 8.25 82.1 9.5
40 Demand”. ...t 2,280,917 4,426 * 7.50 727 8.25 40.0 1.5
41 Total short term 23,146,576 7,694 19 7.47 122 8.25 75.9 4.8
42 Fixedrate..........ocovvveneerines 19,910,195 8,559 12 7.46 7.20 8.25 79.4 4.9
43 Floatingrate .............ccovvvnnee 3,236,381 4,745 115 7.56 7.32 8.25 54.2 4.6
Months
44 Totallongterm ..................... 1,664,677 7,236 46 7.58 1.40 8.25 93.7 0.3
45 Fixed rate.......oovvvvvvnnnvaaanas 784,716 9,026 54 7.56 7.43 8.25 90.1 0.6
46 Floatingrate ............ccovovvvenns 879,961 6,149 40 7.60 7.38 825 96.8 0.0

For notes see end of table,
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4,23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 3-7, 1987'—Continued

A. Commercial and Industrial Loans — Continued?

Weighted Loan rate (percent) Loans
Amount of | Average asleg:;;e made Partici- ¢ ob::)n::m
L loans size maturit . under pation
Characteristic (thousands | (thousands UYL Weighted Standard Inter- commit- loans Eﬁﬁ
of dollars) | of dollars) aversge | VRS | quartile ment | (percent) | PTEEE
Days effective? range® {percent) rate
OTHER BANKS
1 Overnight® ... 1,970,067 3,498 * 7.69 06 7.45-7.90 95.5 19.1 Fed funds
2 One month and under ............... 1,485,918 171 18 8.45 .18 7.57-8.81 7.1 10.7 Prime
3 Fixedrate....... . 985,508 170 14 8.18 .23 7.50-8.24 76.6 8.3 Fed funds
4  Floating rate 500,410 172 24 8.97 21 8.04-9.66 9.7 15.5 Prime
5 Over one month and under a year .... | 3,867,161 58 153 9.46 Bt 8.53-10.20 65.3 8.1 Prime
6  Fixed rate .o 1,189,981 35 104 9.31 .14 7.97-10.47 48.6 10.9 Prime
7 Floatingrate ............cocovnens 2,677,180 83 175 9.53 15 8.57-10.20 72.8 6.9 Prime
8 Demand®........ooveiiiiiiiiiiiians 4,303,702 124 * 8.92 A2 8.30-9.65 86.7 8.9 Prime
9  Fixed rate. . 37,128 286 * 7.50 14 6.90-7.80 92.5 4 Fed funds
10 Floatingrate ...........coovve soen | 3,666,574 113 * 9.16 .09 8.57-9.65 85.7 10.4 Prime
11 Total shortterm .................... 11,626,848 105 85 8.83 10 7.72-9.65 79.9 10.6 Prime
4,775,304 112 34 8.17 14 7.39-8.19 79.5 12.4 Fed funds
219,611 6 107 11.26 .09 10.25-12.19 18.6 1 Prime
116,937 kI 116 10.60 17 9.84-11.57 31.0 A Prime
119,092 62 90 10.30 18 9.58-11.20 227 6 Prime
363,775 165 73 9.73 11 8.51-10.97 41.4 3.6 Prime
145,793 618 63 8.04 1 7.56-8.60 71.6 5.6 Other
3,810,096 4,597 20 7.70 07 7.33-7.96 90.2 14.9 Fed funds
6,851,544 101 151 9.29 09 8.57-9.92 80.2 9.4 Prime
331,391 144 10.38 14 9.65-10.97 65.0 1.1 Prime
397,482 34 133 10.25 .18 9.58-10.75 67.9 59 Prime
74,970 65 145 10.01 A1 9.38-10.75 80.3 5.2 Prime
1,916,399 192 187 9.57 .03 8.84-10.20 79.8 7.0 Prime
30,198 655 180 9.27 04 8.57-9.92 81.9 8.0 Prime
2,901,104 2,758 122 8.72 .13 8.10-9.58 83.5 13.6 Prime
Months
26 Totallong term ..................... 1,355,652 83 52 9.80 14 8.87-10.53 53.5 12.9 Prime
518,858 7 55 10.00 29 8.99-10.53 46.7 17.7 Other
116,932 17 50 12.14 .62 10.25-12.75 12.9 1.5 Other
54,326 197 55 10.34 27 9.07-11.07 44.2 5.9 Prime
108,555 577 44 9.39 .20 8.99-9.87 28.7 66.1 Other
239,045 4,462 63 9.16 52 7.56-9.92 72.0 6.2 Fed funds
836,795 93 50 9.68 .10 8.77-10.52 57.8 10.0 Prime
167,043 23 42 10.59 .16 9.65-11.85 352 1.6 Prime
280,679 185 52 10.30 28 9.65-10.75 45.3 2.6 Prime
62,054 679 43 9.29 .09 8.57-9.65 51.9 6.5 Prime
36 1000 and over ........ PR 327,018 2,727 53 8.75 19 7.81-9.38 81.2 2t.2 Prime
Loan rate (percent)
Days Prime rate'!
Effective® | Nominal'
LoaNs MADE BELow PriME!'?
37 Overnight® . ...........coeein.. e 1,934,775 5,203 * 7.67 7.39 8.25 95.4 24.5
38 One month and under ........ . 946,784 1,546 15 7.67 7.40 8.29 85.7 8.2
39 Over ong month and under a year . ... 938,409 244 136 8.13 7.85 8.75 68.7 15.3
40 Demand”............cooviiiiiiiin 1,135,420 819 * 7.40 7.23 8.40 9.8 8.3
41 Total shortterm .................... 4,955,388 797 38 7.70 7.4 8.39 88.8 15.9
42 Fixedrate......ooovvviinnnnnniainns 3,900,108 1,023 23 7.67 7.42 8.34 88.6 16.5
43 Floatingrate .....ooovvvvvvvirennin, 1,055,280 438 133 7.80 7.54 8.57 89.8 14.0
Months
44 Totallong term ..................... 277,541 316 46 8.03 7.78 8.70 68.9 36.0
45 Fixedrate...........ooovviinnnnnes 175,660 337 39 8.21 7.95 8.81 57.1 37.6
46 Floating rate .........ccovvviiiinnnnn 101,881 285 58 172 7.49 8.51 89.0 33.2

For notes see end of table.
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B. Construction and Land Development Loans
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Loan rate (percent)
Amount of Average Weighted Loans made Partici-
Lo loans size average ma- . under com- pation
Characteristic (thousands | (thousands turity Weighted Standard Inter- mitment loans
of dollars) of dollars) (months)’ average error quartile (percent) (percent)
effective! range®
ALL BANkS
DI 7 3,679,913 236 s 9.30 1 8.75-9.65 88.4 16.0
2 Fixed rate (thousands of dollars)...... 1,944,077 327 k] 9.23 31 8.75-9.28 92.0 6.8
3124 40,789 12 6 11.04 25 10.47-12.13 41.6 36.8
4 25-49.. . ... 40,700 34 18 11.12 36 10.47-12.03 31.6 14.2
S 5099 ...t e 63,707 71 9 10.56 50 10.47-10.97 12.7 1.3
6 100-499............ciiiiiiinnan, 36,819 175 9 10.13 71 10.47-10.78 81.7 5.2
7 S00andover...........civinniins 1,762,062 11,236 2 9.08 26 8.75-9.28 97.6 58
8 Floating rate (thousands of dollars) 1,735,836 180 8 9.38 13 8.57-9.92 84.4 26.3
9 =24, e 50, 10 8 10.35 12 9.66-10.75 84.3 1.6
10 25-49....coiiiiiiiniiii 52,673 36 7 9.85 09 9.42-10.24 89.5 1.9
11 50-99....ccocvviiiiiiiiiinn, 68,682 72 10 10.01 10 9.65-10.75 78.9 3.6
120 100-499......00iviiiiiiiiinn, 306,440 200 13 9.55 15 9.11-10.20 62.6 19.7
13 S00andover ..............coo.il 1,257,185 3,256 7 9.25 15 8.57-9.92 89.8 31.2
By type of construction
14 Single family .............cooovenul, 621,561 63 9 9.75 5 9.17-10.47 67.1 19.1
15 Multifamily. ..........oovovineinna, 218,765 177 5 9.65 12 9.21-10.34 89.8 6.0
16 Nonresidential...................... 2,839,587 626 4 9.18 11 8.73-9.32 93.0 16.1
LARGE Banks®
TTotal coovneiiiiiiieniiniinienanns 2,814,435 1,512 3 9.14 14 8.73-9.32 95.0 16.6
1,753,481 5,094 2 9.07 36 8.75-9.28 97.5 59
1,510 11 9 10.20 18 9.92-10.75 67.1 4.7
1,054 37 1t 9.99 51 9.92-10.75 54.8 0
* * * * - * L] *
3,829 215 i8 7.23 1.06 1.13-10.75 71.8 50.4
1,746,234 11,832 2 9.08 34 8.75-9.28 97.6 5.8
1,060,953 699 5 9.25 .18 8.57-9.79 91.0 34.4
,701 (1 16 9.80 15 9.52-10.20 93.1 5.2
7,393 34 9 9.60 .09 9.11-9.92 88.1 59
14,718 73 8 9,71 A2 9,38-9.92 90.7 8.6
85,785 232 9 9.63 13 9.31-9.92 76.8 7.5
947,357 4,438 4 9.20 .23 8.51-9.69 923 37.6
By type of construction
14 Single family ..., 189,325 355 6 9.24 .20 8.12-9.65 97.1 14.7
15 Multifamily. . .. . 148,590 642 4 9.67 A5 9.21-10.34 96.4 4.2
16 Nonresidential 2,476,519 2,257 3 9.10 .16 8.73-9.28 94.8 17.5
OTHER Banks'
865,478 63 12 9.83 .09 9.11-10.47 66.9 13.8
190,596 34 10 10.66 21 10.47-10.97 41.4 14.6
39,280 12 6 11.07 40 10.47-12.13 40.6 38.0
39,646 34 18 1115 18 10.47-12.03 30.9 14.6
62,853 71 9 10.58 30 10.47-10.97 12.0 11.2
, 171 8 10.47 22 10.47-10.78 82.9 0
* * * L
674,883 83 13 9.60 .20 9.11-10.20 13.6
45,155 9 8 10.42 A1 9.92-10.75 83.1 1.1
45,279 36 7 9.89 13 9.42-10.61 89.8 1.3
53,965 71 10 10.09 .14 9.65-10.75 75.6 2.2
220,656 190 14 9.51 29 8.84-10.20 57.1 24.5
309,828 1,795 13 9.41 .20 8.87-10.20 82.2 11.5
type of construction
14 lSilyn e family ...... 432,236 47 11 9.97 .16 9.58-10.65 53.9 21.1
15 Multifamily. . .. . 70,175 70 8 9.60 21 8.59-10.20 75.8 10.0
16 Nonresidential...................... 363,068 106 14 9.71 .08 9.11-10.20 80.6 6.0
Note: 41.2 percent of construction and land development loans were priced For notes see end of table.

relative o the prime rate. *Fewer than 10 sample loans.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 3-7, 1987'—Continued

C. Loans to Farmers"

Size class of loans (thousands)

Characteristic $25
All sizes $1-9 $10-24 $25-49 $50~99 $100-249 and over
ALL BANKS
1 Amount of loans (thousands of dollars).............. $972,091 $113,363 $107,665 $96,060 $140,093 $162,069 $352 841
2 Numberofloans........coocovivnenn . ,944 550 7,292 2,797 ,981 989 336
3 Weighted average maturity (months)* 8.0 7.0 6.9 73 15.3 8.6 5.4
4 Weighted averagls interest rate (percent)? 10.41 11.54 11.19 11.09 10.98 10.59 9.32
5 Standarderror’..,......c..oiiiin .57 39 .26 48 41 .53 79
6 Interquartile rante 9.50-11.33 | 10.77-12.31 | 10.34-12.13 | 10.36-12.13 | 10.52-11.83 } 10.11-11.07 | 8.60-10.38
By purpose of loan
7 Feederlivestock.........oovvviriiiiiiniainiinee 9.92 11.88 11.42 11.19 11.19 10.56 8.93
8  Other livestock .................. . 11.05 12.25 12.04 10.27 11.95 * *
9 Other current operating expenses 10.82 11.40 11.19 11.23 10.63 10.83 10.08
{6 Farm machinery and equipment . 10.77 11.39 10.22 * * * *
11 Farmrealestate .............. 10.88 11.59 11.76 * * * *
120 Other...c.iiiiiviinsniairsiseiiisiinaianiies 9.71 12.04 10,24 11.57 10.79 9.93 9.00
Percentage of amount of loans
13 With floating rates ........covvvviviniirieriniinnes 55.9 522 559 65.7 55.2 454 59.6
14 Made under commitment .........ccocovireneiiinens 59.9 46.9 50.6 51.8 47.2 523 717
By purpose of loan
15 Feederlivestock.......c.oiiviiiiiiiiiin, 29.6 14.7 10.9 20.8 36.8 17.7 452
16 Other livestock ,.....coovvviinviiiiiernnnenes 3.8 4.3 6.4 2.4 7.0 * *
17 Other current operating expenses. . 46.8 68.4 69.2 57.5 30.7 54.4 329
18  Farm machinery and equipment ... 2.8 6.4 21 » * * *
19 Farmrealestate ................. 2.6 1.2 3.2 * * * *
20 Other......oovueiuiiiieririiiiii i 14.4 5.1 8.1 8.6 11.8 19.3 19.8
LARGE BANKs"
1 Amount of loans (thousands of dollars).............. $374,132 $8,197 $12,060 $16,781 $24,929 $43,127 $269,038
2 Numberof loans........ocovvnvninnes . 4,194 2,050 818 483 387 296 161
3 Weighted average maturity (months)® ............... 5.1 53 6.2 6.4 6.5 7.8 4.7
4 Weighted averaglj interest rate (percent)* ............ 9.30 10.53 10.15 10.02 9.94 9.92 9.02
5  Standard erro .55 .38 .16 42 35 37 .74
6 Interquartile rante 10.00~10.83 9.58-10.74 9.50-10.52 9.24-16.47 9.14~10.52 8.60-9.84
purpose of loan
7 gZeder Bvestock .. .ovve vt 8.98 10.35 9.94 9.99 10.13 10.03 8.79
8 Otherlivestock .............. 9.40 10.54 * 10.46 * * *
9  Other current operating expense: 9.84 10.46 10.16 9.98 9.81 9.81 9.75
10 Farm machinery and equipment . 10.28 11.09 * * * * *
11  Farmrealestate ............. . 10.19 11.86 * * * * *
120 Other. . viviieiiiin it caneens 9.05 10.47 10.18 10.08 9.97 9.87 8.73
Percentage of amount of loans
13 With floating rates ........... 59.6 9.5 91.8 92.2 95.3 90.0 47.0
14 Made under commitment 93.2 82.4 85.3 84.7 91.8 917 94.7
By purpose of loan
15  Feeder livestock . 42.5 9.7 152 19.3 222 27.2 50.5
16 Other livestock .............00. 3.0 1.4 " 7.5 * * *
17 Other current operating expenses 32.5 68.0 60.6 $3.7 46.7- 44.2 25.6
18  Farm machinery and equipment .6 52 * * * * *
19  Farm real estate . 9 32 * * * * *
20 Other.......covivvvieniinieniienns 20.5 12.6 16.3 14.8 22.6 19.7 21.2
OTuEeR Banks!?
1 Amount of loans (thousands of dollars) $597.959 $105,166 $95,604 $79,279 $115,165 $118,942 *
2 Numberofloans.,............. 42,750 31,500 6,474 313 1,594 693 *
3 Weighted average maturity (month! 9.4 7.1 7.0 7.4 16.6 8.8 *
4 Weighted averaglg interest rate (percent)* 11.11 11.62 11.32 11.32 1120 10.84 *
5 Standard error’ . .,. A2 .10 .20 22 .19 37 >
6 Interquartile rante®......... 10.47-11.91 | 10.79-12.31 | 10.50-12.19 | 10.52-12.17 | 10.79-11.83 | 10.21-11.80 *
By purpose of loan
7  Feeder livestock 11.09 11.96 11.69 11.42 11.32 * *
8  Other livestock ... . 11.77 12.29 * * * * *
9 11.18 11.47 11,31 11.44 10.93 * *
10 10.82 11.41 * * * * *
] ] 1099 »* * * * * £
12 10.64 12.38 > * * * *

For notes see end of table.

*Fewer than 10 sample loans.
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Size class of loans (thousands)

Characteristic 525
; . ¥ 250
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
Percentage of amount of loans
13 With floating rates ...........ccoovvieiiiiiiniinnns 53.6 49.2 51.3 60.0 46.5 29.2 *
14 Made under commitment .............ociiiiiiiinis 39.1 . 46.3 44.8 3.6 38.0 *
By purpose of loan

15  Feeder livestock ......oo.oveviiiniinicinin, 21.6 15.1 10.3 211 399 N *
16  Other livestock ............vuue. .. 4.3 4.5 * * * % *
17 Other current operating expenses 55.7 68.4 70.3 58.3 27.2 * *
{8  Farm machinery and equipment . 4.1 6.5 * * * * *
i9 Farmrealestate .............. . 3.6 * * * * * *
20 Other.........ooiiiiiiiiiiiiiii i 106 4.5 * * x * *

*Fewer than 10 sample loans.

1. The survey of terms of bank lending to business collects data on gross loan
extensions made during the first full business week in the mid-month of each
quarter by a sample of 340 commercial banks of all sizes, A subsample of 250
banks also report loans to farmers. The sample data are blown up to estimate the
lending terms at all insured commercial banks during that week. The estimated
terms of bank lending are not intended for use in collecting the terms of loans
extended over the entire quarter or residing in the portfolios of those basks.
Construction and land dev loans include both ed loans and loans
secured by real estate. Thus, some of the construction and land development
loans wourd be reported on the statement of condition as real estate loans and the
remainder as business loans. Mortgage loans, purchased loans, foreign loans, and
loans of less than $1,000 are excluded from the survey.

As of Dec. 31, 1985, assets of most of the large banks were at least $5.5 billion.
For all insured banks total assets averaged $165 million.

2. Beginning with the August 1986 survey respondent banks provide informa-
tion on the type of base rate used to price each commercial and industrial loan
made during the survey week. This reporting change is reflected in the new
ccg;lml;\ on the most common base pricing rate in table A and footnote 13 from
table B.

3. Average maturities are weighted by loan size and exclude demand loans.

4. Effective (compounded) annual interest rates are calculated from the stated
rate and other terms of the loan and weighted by loan size.

5. The chances are about two out of tﬁrce that the average rate shown would

differ by less than this amount from the average rate that would be found by a
complete survey of lending at all banks.

6. The interquartile range shows the interest rate range that encompasses the
middle 50 percent of the total dollar amount of loans made,

7. The most common base rate is that rate used to price the largest dollar
volume of loans. Base pricing rates include the prime rate (sometimes referred to
as a bank’s ‘*basic’ or ‘‘reference’ rate); the federal funds rate; domestic money
market rates other than the federal funds rate; foreign money market rates; and
other base rates not included in the foregoing classifications.

8. Overnight loans are loans that mature on the following business day.

9. Demand loans have no stated date of maturity,

10. Nominal (not compounded) annual interest rates are calculated from survey
data on the stated rate and other terms of the loan and weighted by loan size.

11. The prime rate reported by each bank is weighted by the volume of loans
extended and then averaged.

12. The proportion of loans made at rates below prime may vary substantially
from the proportion of such loans outstanding in banks’ portfolios.

13. Among banks regorlin loans to farmers (Table (? , most ‘‘large banks'
(survey strata | to 3) ha over§600 million in total assets, and most ‘'other banks’*
{survey strata 4 to 6) had total assets below $600 million.

The survey of terms of bank lending to farmers now includes loans secured by
farm real estate. In addition, the categories describing the purpose of farm loans
have now been expanded to include ‘‘purchase or improve farm real estate.” In
previous surveys, the purpose of such loans was reported as ‘‘other.”*
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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, payment should accompany request and be made to the
Board of Governors of the Federal Reserve System. Payment
Jrom foreign residents should be drawn on a U.S. bank.
Stamps and coupons are not accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984. 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1986-87.

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 I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1974-78. 1980. 305 pp. $10.00 per copy.

1981. 1982. 239 pp. $ 6.50 per copy.
1982, 1983. 266 pp. $ 7.50 per copy.
1983, 1984. 264 pp. $11.50 per copy.
1984, 1985. 254 pp. $12.50 per copy.
1985. 1986. 231 pp. $15.00 per copy.
1986, 1987. 288 pp. $15.00 per copy.

HisToRICAL CHART Book. Issued annually in Sept. $1.25
each in the United States, its possessions, Canada, and
Mexico; 10 or more to one address, $1.00 each. Else-
where, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $21.00 per year or $.50 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $19.50 per year
or $.45 each. Elsewhere, $26.00 per year or $.60 each.

THE FEDERAL RESERVE AcT, and other statutory provisions
affecting the Federal Reserve System, as amended
through April 20, 1983, with Supplements covering
amendments through August 1986. 576 pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM,

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 $2.25; 10 or more of same volume to one
address, $2.00 cach.

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.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PuBLIC PoLicy AND CaPiTAL FORMATION. 1981. 326 pp.
$13.50 each.
FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)
Consumer and Community Affairs Handbook. $75.00 per
year,
Monetary Policy and Reserve Requirements Handbook.
$75.00 per year.
Securities Credit Transactions Handbook. $75.00 per year.
Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$200.00 per year.
Rates for subscribers outside the United States are as
follows and include additional air mail costs:
Federal Reserve Regulatory Service, $250.00 per year.
Each Handbook, $90.00 per year.
THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MODEL, May 1984, 590 pp. $14.50 each.
WELCOME TO THE FEDERAL RESERVE.
PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.
INDUSTRIAL PRODUCTION—1986 EDITION. December 1986.
440 pp. $9.00 each.
FINANCIAL FUTURES AND OPTIONS IN THE U.S. EcoNnoMy.
December 1986. 264 pp. $10.00 each.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
are available without charge.

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

Fair Credit Billing

Federal Reserve Glossary

A Guide to Business Credit and the Equal Credit Opportunity
Act

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

Limit of 50 copies
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The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent Loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act

Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

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.

Staff Studies 115-125 are out of print.

114. MurTiBaNK HoLpinG CompaNIES: RECENT Evi-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARKETS, by Timothy J. Curry and John T.
Rose. Jan. 1982. 9 pp.

- 126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983, 5 pp. Out of print.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret L.
Greene. August 1984, 16 pp. Out of print.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984. 40 pp. Out of print.

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980—-OCTOBER 1981, by Margaret
L. Greene. August 1984, 36 pp.

130. EFFECTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-
BLES: A REVIEW OF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T. Ashby McCown.
January 1984. Out of print.

131. CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR~
DEUTSCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983. 8 pp.

132. TIME-SERIES STUDIES OF THE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A
REVIEW OF THE TECHNIQUES AND LITERATURE, by
Kenneth Rogoff. October 1983, 15 pp.

133. RELATIONSHIPS AMONG EXCHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983. Out of print.

134, SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. Tryon. October 1983. 14 pp. Out of print.

135,

136.

137.

138.

139,

140.

141.

142.

143.

144,

145.

146.

147,

148,

149,

150.

151.

152.

153.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JAPAN, by Deborah J. Danker, Richard A.
Haas, Dale W. Henderson, Steven A. Symansky, and
Ralph W. Tryon. April 1985. 27 pp. Out of print.
THE EFFECTS OF FiscaL PoLicy oN THE U.S. EcoNo-
My, by Darrell Cohen and Peter B. Clark. January
1984. 16 pp. Out of print.

THE IMPLICATIONS FOR BANK MERGER PoLicy OF
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL SUPERMARKETS, by Stephen A.
Rhoades. February 1984. Out of print.

ANTITRUST LAws, JUSTICE DEPARTMENT GUIDE-
LINES, AND THE LiMITs OF CONCENTRATION IN Lo-
CAL BANKING MARKETS, by James Burke. June 1984,
14 pp. Out of print.

SOME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas D. Simpson and
Patrick M. Parkinson. August 1984. 20 pp.
GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
1984. 38 pp. Out of print.

A COMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT Costs, by William Dudley. November 1984.
15 pp. Out of print.

MERGERS AND ACQUISITIONS BY COMMERCIAL
BANKS, 1960-83, by Stephen A. Rhoades. December
1984. 30 pp. Out of print.

CoMPLIANCE Co0STs AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
Survey EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp. Out of print.

ScaLE EconoMiEs IN COMPLIANCE CosTs FOR CON-
SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EQuAL CReDIT OPPORTUNITY LAws, by
Gregory E. Elliehausen and Robert D. Kurtz. May
1985. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMPACT ON CoONsSUMERS, by Glenn B.
Canner and Robert D, Kurtz. August 1985. 31 pp. Out
of print.

THE ROLE OF THE PRIME RATE IN THE PRICING OF
BusiNEss Loans BY COMMERCIAL BaNks, 1977-84,
by Thomas F. Brady. November 1985. 25 pp.
REVISIONS IN THE MONETARY SERVICES (DIVISIA)
INDEXES OF THE MONETARY AGGREGATES, by Helen
T. Farr and Deborah Johnson. December 1985. 42 pp.
THE MACROECONOMIC AND SECTORAL EFFECTS OF
THE EcoNoMic RECOVERY TAX AcT: SOME SiMULA-
TION RESULTS, by Flint Brayton and Peter B. Clark.
December 1985. 17 pp.

THE OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Stephen A, Rhoades. April 1986. 32 pp.

STATISTICAL COST ACCOUNTING MODELS IN BaNK-
ING: A REEXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken. May 1986. 13 pp.
RESPONSES TO DEREGULATION: RETAIL DEPOSIT
PRICING FROM 1983 THROUGH 1985, by Patrick I.
Mahoney, Alice P. White, Paul F. O’Brien, and Mary
M. McLaughlin. January 1987. 30 pp.
DETERMINANTS OF CORPORATE MERGER ACTIVITY: A
REVIEW OF THE LITERATURE, by Mark J. War-
shawsky. April 1987. 18 pp.

Stock MARKET VOLATILITY, by Carolyn D. Davis
and Alice P. White, September 1987. 14 pp.
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154. THE EFFECTS ON CONSUMERS AND CREDITORS OF
PrOPOSED CEILINGS ON CREDIT CARD INTEREST
RATES, by Glenn B. Canner and James T. Fergus.
October 1987. 783 pp.

155. THE FUNDING OF PRIVATE PENSION PLANS, by Mark
J. Warshawsky. November 1987. 25 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Limit of 10 copies

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,

Survey of Consumer Finances, 1983. 9/84,

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market,
1/86.

The Use of Cash and Transaction Accounts by American
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

Prices, Profit Margins, and Exchange Rates. 6/86.

Agricultural Banks under Stress. 7/86.

Foreign Lending by Banks: A Guide to International and
U.S. Statistics. 10/86.

Recent Developments in Corporate Finance. 11/86.

U.S. International Transactions in 1986. 5/87.

Measuring the Foreign-Exchange Value of the Dollar. 6/87,

Changes in Consumer Installment Debt: Evidence from the
1983 and 1986 Surveys of Consumer Finances. 10/87.
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Index to Statistical Tables

References are to pages A3-A75 although the prefix ““A’’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20, 74
Assets and liabilities (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial institutions, 26
Foreign banks, U.S. branches and agencies, 21
Nonfinancial corporations, 36
Automobiles
Consumer installment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts

Banks, by classes, 18

Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans

Commercial banks, 16, 19, 70-72

Weekly reporting banks, 19-21
Commercial banks

Assets and liabilities, 18-20

Commercial and industrial loans, 16, 18, 19, 20, 21, 70-72

Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 39
Terms of Lending, 70-75
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49, 73
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40. (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued

Ownership by individuals, partnerships, and

corporations, 22

Turnover, 15
Depository institutions

Reserve requirements, 8

Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)

Banks, by classes, 3, 18-20, 21

Federal Reserve Banks, 4, 10

Turnover, 15
Discount rates at Reserve Banks and at foreign central

banks and foreign countries (See Interest rates)

Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 6, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33 .
Federal Home Loan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal Land Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
agencies, 21
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, 57, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 58, 63, 65, 66
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GOLD

Certificate account, 10

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 51

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
Installment loans, 40, 41
Insurance companies, 26, 30, 39
Interest rates
Bonds, 24
Commercial banks, 70-75
Consumer installment credit, 41
Federal Reserve Banks, 7
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
International capital transactions of United States, 53-67
International organizations, 57, 58, 60, 63, 64
Inventories, 51 .
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 39
Federal Reserve Banks, 10, 11
Financial institutions, 26, 39

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18-20, 70-75

Federal Reserve Banks, 4, §, 7, 10, 11

Financial institutions, 26, 39

Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 48

Mobile homes shipped, 49

Monetary and credit aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks, (See Thrift institutions)

NATIONAL defense outlays, 29
National income, 51

OPEN market transactions, 9

PERSONAL income, 52

Prices
Consumer and producer, 44, 50
Stock market, 25

Prime rate, 23

Producer prices, 44, 50

Production, 44, 47

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 39

Real estate loans—Continued
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property mortgaged, 39
Repurchase agreements, 6, 17, 19, 20, 21
Reserve requirements, 8
Reserves
Commercial banks, 18
Depository institutions, 3, 4, §, 12
Federal Reserve Banks, 10
U.S. reserve assets, 54
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, 26, 39, 40, 42. (See also
Thrift institutions)
Savings banks, 26, 39, 40
Savings deposits (See Time and savings deposits)
Securities (See specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 65
New issues, 34
Prices, 25
Special drawing rights, 4, 10, 53, 54
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3. (See also Credit unions and Savings
and loan associations)

Time and savings deposits, 3, 13, 17, 18, 19, 20, 2t

Trade, foreign, 54

Treasury cash, Treasury currency, 4

Treasury deposits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30,
Fore:i;%n ggd international holdings and transactions, 10,
Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

branch, or facility Zip

Deputy Chairman

President
First Vice President

Vice President
in charge of branch

BOSTON*.......cccceennd 02106
NEW YORK*............. 10045
Buffalo.................... 14240

PHILADELPHIA......... 19105

CLEVELAND*........... 44101
Cincinnati................ 45201
Pittsburgh................ 15230

RICHMOND*............. 23219
Baltimore ................ 21203
Charlotte ................. 28230

Culpeper Communications
and Records Center 22701

ATLANTA................. 30303
Birmingham ............. 35283
Jacksonville ............. 32231
Miami........ccovvvnennen. 33152
Nashville................. 37203
New Orleans............ 70161

CHICAGO*................ 60690
Detroit.....ccovevninnnnns 48231

ST. LOUIS.........ceveeeen 63166
Little Rock .............. 72203
Louisville ................ 40232
Memphis..........coeeeen 38101

MINNEAPOLIS.......... 55480

Los Angeles.............
Portland ..................
Salt Lake City .. .
Seattle .....ovuvnvrenrinnes

George N. Hatsopoulos
Richard N. Cooper

John R. Opel
Virginia A, Dwyer
Mary Ann Lambertsen

Nevius M. Curtis
Peter A. Benoliel

Charles W. Parry
John R. Miller

Owen B. Butler

James E. Haas

Robert A. Georgine
Hanne Merriman

Gloria L. Johnson

Wallace J. Jorgenson

Bradley Currey, Jr.
Larry L. Prince

Roy D. Terry

E. William Nash, Jr.

Sue McCourt Cobb

Condon S. Bush

Sharon A. Perlis

Robert J. Day
Marcus Alexis
Richard T. Lindgren

Robert L. Virgil, Jr.

H. Edwin Trusheim
James R. Rodgers
Raymond M. Burse
Katherine H. Smythe

Michael W. Wright
John A. Rollwagen
Marcia S. Andersen

Irvine O. Hockaday, Jr.
Fred W. Lyons, Jr.
James C. Wilson
Patience S, Latting
Kenneth L. Morrison

Bobby R. Inman

Hugh G. Robinson
Mary Carmen Saucedo
Walter M. Mischer, Jr.
Robert F. McDermott

Robert F. Erburu
Carolyn S. Chambers

Richard C. Seaver

Paul E. Bragdon

Don M. Wheeler

Carol Nygren

Frank E. Morris
Robert W. Eisenmenger

E. Gerald Corrigan
Thomas M. Timlen

Edward G. Boehne
William H. Stone, Jr.

W. Lee Hoskins
William H. Hendricks

Robert P. Black
Jimmie R. Monhollon

Robert P. Forrestal
Jack Guynn

Silas Keehn
Daniel M. Doyle

Thomas C. Melzer
James R. Bowen
Gary H. Stern
Thomas E. Gainor
Roger Guffey

Henry R. Czerwinski

Robert H. Boykin
William H.Wallace

Robert T. Parry
Carl E. Powell

John T. Keane

Charles A.Cerino’
Harold J. Swart!

Robert D, McTeer, Jr.!
Albert D. Tinkelenberg!
John G. Stoides!

Delmar Harrison!
Fred R. Herr!
James D. Hawkins!
Patrick K. Barron!
Donald E. Nelson
Henry H. Bourgaux

Roby L. Sloan!

John F. Breen
James E. Conrad
Paul 1. Black, Jr.

Robert F. McNellis

Enis Alldredge, Jr.
William G. Evans
Robert D, Hamilton

Tony J. Salvaggio!
Sammie C. Clay
Robert Smith, I
Thomas H. Robertson

John F. Hoover!
Thomas C. Warren2
Angelo S. Carella!
E. Ronald Liggett!
Gerald R. Kelly!

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202,

1. Senior Vice President.
2. Executive Vice President.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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