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Recent Developments
in Automobile Finance

Charles A. Luckett of the Board's Division of
Research and Statistics prepared this article.
Janice Schuler Westfall provided research as-
sistance.

Automobile purchases constitute the largest sin-
gle category of expenditure financed by consum-
er instaliment credit. Auto loans currently ac-
count for about two-fifths of the household
sector's $560 billion in nonmortgage installment
debt, and thus they loom large in any analysis of
the financial condition of American households.
In addition, recent experience has demonstrated
that changes in the terms or availability of auto
credit can exert a strong influence on short-run
movements in auto sales and aggregate consumer
spending.

This article describes the patterns of growth in
auto credit during the 1980s, identifies the major
forces underlying those patterns, and discusses
some recent developments in the auto credit
market.

PATTERNS OF GROW T IN ALTo: SALES
AND CREDIT

Growth in automobile credit has gone through a
pronounced cycle of weakening and resurgence
in recent years. After four years of robust growth
through 1979, auto financing contracted along
with car sales in the recession of 1980 and
expanded only sluggishly over the next two
years. As new-car sales improved in 1983, auto
credit snapped back to a growth rate of 16
percent, about the pace of 1979. With sales of
both new and used cars continuing to advance,
the rate of expansion of auto debt climbed to
nearly 20 percent in both 1984 and 1985; in all,
consumers added $59 billion to their stock of
auto debt during those two years, raising aggre-
gate auto debt to $206 billion at year-end 1985.

Forces Alfecting
Auto-Relared Markets

A brief overview of some fundamental determi-
nants of automobile sales helps clarify the link-
ages between economic conditions and activity
in the auto credit market. The demand for auto-
mobile credit can be viewed as primarily a “*de-
rived”’ demand stemming from the decision o
purchase a car, although the volume of borrow-
ing relative to total expenditures on autos can
vary with conditions in the credit markets. At the
same time, the terms and availability of credit
can in turn affect the type of car bought or
whether a purchase is completed at all. The
causal linkages between auto sales and credit run
in both directions. Not surprisingly, the net
volume of auto credit has closely tracked the
path of car sales in recent years (chart ).

Underlying the decision to purchase a car is
the more fundamental demand for the fiow of
services provided by automobiles. Current and
expected income, the costs of purchasing, fi-
nancing. and operating a car, and the price and
availability of alternative means of transporta-
tion all help determine the amount of automobile
services demanded. Obviously, the greater the
demand for such services, the stronger the po-
tential demand to purchase cars. However, the
desired services of autos can be supplied in part
by cars already owned, so the existing stock of
cars also affects the ultimate demand to buy cars.
When the stock of cars owned is already ade-
quate to satisfy the bulk of the transportation
needs of households, the overall demand to
purchase cars tends to be relatively low.

The relationships outlined above are not easily
quantified, in part because the ideal concepts of
“‘transportation services’’ and ‘‘stock of cars”
cannot be translated readily into accurate mea-
sures. The aggregate number of miles driven



356 Federal Reserve Bulletin ] June 1986

during a period might approximate the amount of
services consumed, but the quality and conve-
nience of miles traveled ought to figure into the
measurement of services as well. For instance.
miles traveled in a comfortable, well-equipped
car would be considered of “*better quality’™ than
those logged under less agreeable conditions,
and ought to carry more weight in measuring the
services provided by cars. Similarly, the stock of
cars can be crudely estimated by the number of
units on the road, but the stock, too, would be
more meaningfully measured if it could be “*qual-
ity adjusted” for its age, condition, and composi-
tion by type of car.

Despite these problems of measurement, a
suitable framework for understanding the auto-
mobile sales and credit markets is provided by
the general notion of auto credit demand as
derived mainly from the demand for cars. The
demand for cars arises from the transportation
needs of potential buyers, the prices and financ-
ing costs for cars on the market, and the gap
between the *‘desired stock™ of cars——that which
will yield the requisite amount of services—and
the actual stock owned by the public.
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For four years before 1980, sales of new domes-
tic and imported cars had totaled between 10
million and 11 million units cach year, and auto
credit had expanded at annual rates approaching
and occasionally exceeding 20 percent. After
remaining fairly strong in the first quarter of
1980, car sales and credit volume plummeted in
the following quarter and recovered only moder-
ately in the sccond half of the year. New-car
sales eroded progressively in 1981 and 1982, with
domestic cars absorbing virtually the entire de-
cline. Sales of used cars, the supply of which
depends in part on trade-ins from new-car trans-
actions. slumped as well. Correspondingly,
growth in auto credit slowed to well below the
1976-79 pace.

The years 1980 through 1982 encompassed
back-to-back recessions, one in the first half of
1980 and the other from mid-1981 through No-
vember 1982. The curtailed income and uncer-
tain employment outlook that characterizes re-
cessions no doubt depressed demand for the
services provided by automobiles. Moreover,
the strength of awto sales during the preceding
four years had probably gone a long way toward
closing any gap between the actual and desired
stocks of cars.

Other factors contributed to the steepness of
the sales decline. The plunge in car sales in the
spring of 1980 coincided with the adoption of the
Carter administration’s program of selective
credit controls. Ironically, automobile credit was
specifically exempted from the control measures
(in the consumer credit area, attention focused
on credit card debt), but the initial shock of the
program seemed to dissuade consumers from
taking on additional debt in any form. In any
case, the program’s impact was short-lived:
credit controls were phased out within three
months. Even if they had not been, their effect
on auto credit probably would have abated as
consumers came 10 realize the limited scope of
the program.

The effect of the credit controls program on
auto markets was certainly less enduring than the
impact of a decline in profitability that stemmed
from a shift in interest rate relationships. Finan-
cial institutions faced unusually high funding
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b Statutory shite ceilings on interest rales
on newecar loans!

" o}

Rate ceiling : Number of states

(annual percentage rate?) 1979 1983
0to 13 16 0
13.1t015 .. 17 2
15.1t0 18 ., 13 19
18.1 and above ... s b s
Varisble formula ................... 0 2
No statutory Himit .................. [i] 13

1. In many states. limits on rates on used-car loans are scaled up
from the new-car ceilings.

2. In many states, rate ceilings are expressed as “add on™ or
cdiscount’ rates; these are converted here to true annual percentage
rates, as defined in Regulation Z (Truth in Lending).

3. Includes the District of Columbia.

costs at the same time that movements in the
rates they charged on auto loans were restrained
by state-mandated ceilings in much of the coun-
try. Therefore, they curtailed substantially the
amount of auto credit they were willing to ex-
tend. Even though many states raised or elimi-
nated their ceilings during the early 1980s (table
1}, the average spread between auto loan rates
and the cost of funds did not widen appreciably
until very late in 1981 (chart 2}.

Commercial banks, in particular, cut back on
lending to consumers in the 1980-82 period.
Banks account for the largest share of automo-
bile credit (as they do for most other forms of
consumer credit), but they also have more alter-
native outlets for funds than many of the other
participants in consumer credit markets. Thus,
as interest rates on business loans, mortgages.
and other investments soared in contrast to the
stuggish consumer rates, banks shifted away
from consumer lending. Between 1980 and 1982,
banks reduced their portfolio of auto loans by

20 Sclevied aierest rages

Percent
New-car rate at banks
15
10
Six-month O rae
i i H H i i
1980 1982 1984 1986

Quarterly data.

$8%: billion, or 12 percent. Their share of
outstanding auto credit dropped from 58 percent
to 45 percent.

The constriction of auto credit supplied by
banks and (10 a lesser extent) credit unions was
partially offset by the reactions of the auto manu-
facturers. As the banks retreated from the mar-
ket, the auto makers pursued their principal
objective of selling cars by stepping in to support
the credit market through their ‘‘captive” fi-
nance company subsidiaries (chart 3). They did
5o at first simply by standing ready to serve those
suddenly unable to obtain credit elsewhere. Then
in 1981, they began to offer loans at below-
market rates on certain slow-selling models. By
the end of 1982, finance companies (mainly the
captives) had expanded their auto credit holdings
by $22 billion, an increase of more than 80
percent in three years.

3. Net change noando credit outstanding

Bilhons of dollars

Finance

companies
Bank 'ai

i i ) ' ; i 10
1979 1981 1983 1988

Annual data.

Despite the surge in lending by finance compa-
nies, total auto credit outstanding at all types of
lenders increased only 12 percent over the three-
year period ending in 1982, compared with a 68
percent expansion over the preceding three
years,

Resureence: 198385

The economy began to expand again in 1983,
initiating three years of increasingly vigorous
auto sales and credit activity. Sales of new cars
including imports rebounded to 9% million units
in 1983 from the 20-vear low of 8 million units the
year before, and auto credit outstanding in-
creased 16 percent. Sales reached 10% million
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units in 1984 and I! million units in 1985—
roughly the levels achieved in the late 19705
and growth in auto credit again approached 20
percent,

Slack new-car sales and a reduced rate of
scrappage during the three preceding years of
recession had raised the average age of the
existing car stock and no doubt diminished its
capability of providing transportation services.
As the recovering economy in 1983 stimulated a
pickup in demand for the services of automo-
biles, a gap between desired and actual stocks
rapidly opened. Morcover, three years of re-
trenchment in consumer borrowing had helped to
strengthen household balance sheets, putting
consumers in a better position to purchase and
finance cars. Installment debt owed by house-
holds relative to their income had dropped more
than 3 percentage points by the end of 1982 to a
seven-year low of 14 percent, and delinquency
rates on consumer loans were dropping toward
unusually low levels,

Other factors combined to create a more favor-
able car-buying atmosphere in 1983. Gasoline
prices had stabilized. albeit at high levels: sub-
stantial declines in market interest rates were
pulling auto loan rates down from their 1980
highs; and. in part because of the strengthening
of the dollar on foreign exchange markets, heavy
competition from imported cars was generating
some downward pressure on automobile prices,
despite the introduction of voluntary export re-
straints on Japanese cars. The influence of cach
of these factors intensified over the 1984-85
period. In addition, developments on the supply
side of the credit market, discussed below, pro-
vided firmer support to the demand for cars.

The Retrn of Banks as Major Supplicrs

The year 1983 marked the return of commercial
banks as aggressive competitors in the auto
credit market. Especially with the advent of the
money market deposit account, banks were ex-
periencing heavy deposit inflows. Consumer
Joan rates had dropped more gradually from their
earlier peaks than had most other market interest
rates, so that relative yields obtainable by banks

Automobile credit and other forms of consumer
lending were once more attractive outlets for
investable funds.

When it became clear by the fall of 1983 that
banks had returned wholeheartedly to the auto
credit market, the auto finance companies took
the opporttunity to reduce their participation to-
ward more comfortable levels. Their support of
the market in 1980-82 had necessitated sizable
increases in liabilities, which subjected the bal-
ance sheets of the companies to some strain.
They still supported the market with reduced-
rate financing programs in the first half of 1983,
but these were substantially phased back by the
summer and finally eliminated late in the year,

The margin between auto loan rates and costs
of funds narrowed briefly in the first half of 1984
but remained basically attractive throughout the
1983-85 period. As a result, banks continued to
be eager suppliers of credit to car buyers during
1984 and 1985. Finance companics. with their
balance sheets in better adjustment, became
more aggressive again, particularly in 1985, when
they reestablished their reduced-rate financing
plans,

the Eniry of Savings und Loans
into the Market

In the early 1980s, a new credit supplier——sav-
ings and loan associations—entered the auto loan
market, aided by the relaxing of restrictions on
their investment outlets under the Depository
Institutions Deregulation and Monetary Control
Act in 1980, and the Garn-St Germain Act in
1982,

Historically, by tradition and by regulation,
the financial assets of savings and loans have
consisted primarily of long-term fixed-rate home
mortgages. In contrast to the typically long matu-
rities of such assets, the deposit liabilities that
finance those mortgages have had much shorter
maturities. As short-term interest rates climbed
in the late 1970s and early 1980s (and ceilings on
deposit rates were being dismantled), the cost to
savings and loans of obtaining loanable funds
increased sharply. At the same time, because of
the slow turnover of mortgage portfolios, gross
yields on their assets rose sluggishly so that
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Part of the motivation for enhancing the lend-
ing powers of savings and loans via the 1980
deregulation act and subsequent legislation was
10 enable them to match maturities on assets and
liabilities more closely, thereby reducing expo-
sure to interest rate risk and stabilizing profits.
Federally chartered associations currently are
authorized to place up to 30 percent of total
assets in nonmortgage loans.

Savings and loans responded with some vigor,
more than doubling their aggregate holdings of
consumer installment loans between the end of
1982 and the end of 1985, Last fall they moved
ahead of retail stores as the fourth largest source
of consumer credit (behind commercial banks,
finance companies. and credit unions).

Part of the expansion in consumer receivables
at savings and loan associations has gone into
auto loans. Holdings of auwto paper by these
institutions have grown from $1 billion in 1981 to
$8Y, billion at the end of 1985. This amount still
represents only a small share—about 4 percent—
of the overall auto credit market, and no doubt
part of it constitutes a shift among sources of
financing rather than a net addition to supply.
Nevertheless, the additional competition intro-
duced into the market by savings and loans
probably has resuited in somewhat greater bor-
rowing on somewhat more favorable terms than
would otherwise have prevailed.

FHGHIIGHTS OF THE RECENT FXPANSION
INTHE SUPELY OF CREDIT

Further increases in the supply of auto credit
since the beginning of 1985 are evident in the
terms and rates at which it is offered. Supply has
been enhanced recently by such developments as
the pooling together of auto loans for sale in the
secondary market in the form of a pass-through
security.

Liberalized Terms

One outcome of the greater willingness of credi-
tors to make auto loans is a substantial liberaliza-
tion of nonrate lending terms and loan features.
Lengthening of maturities has been the most
evident change in terms, and loan-to-value ratios

40 Average maturity of auto loans
at fidnce companies

Months

43

: t t § §
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Quarterly data,

also have edged higher. At the auto finance
companies, the average maturity of new-car
loans rose from 46 months to 52 months during
the 198485 period (chart 4), and banks are also
offering longer terms. Although the most com-
mon loan maturity is 48 months, five-year loans
are now much more frequent, and some auto
loans are made at even longer maturities, partic-
ularly those for higher-priced models.

A longer maturity, of course, reduces the
current monthly payment on a loan of given size,
making the automobile more affordable. Histori-
cally, major shifts toward longer maturities ap-
pear to have boosted new-car sales. The 195§
sales boom coincided with a shift toward 36-
month financing in place of the previously typical
24-month contract. and the movement toward
48-month loans in the mid-1970s was widely
regarded as having supported the new-car mar-
ket by blunting the deterrent effect of sharply
rising car prices (table 2).

In addition, loans with special features attrac-
tive to some types of borrowers have become
more common. For instance, some loans are
being made with “balloon payments’'——a large
final payment—to reduce the size of the down-
payment, or the monthly installments, or both.
The balloon is either refinanced or paid for by
sale of the car. as in lease financing.

Leasing, in fact, also is becoming more com-
monly available to individuals for nonbusiness
purposes. Each of the automobile finance com-
panies offers lease plans, as do a number of
banks that are heavily involved in automobile
finance. In many cases, the principal objective of
the lessor is to provide as wide a variety of
financing options as possible to potential custom-
ers. One attractive aspect of leasing i1s that, by
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20 Meonthly payment on $10.000 auto foan,
selected maturives and interest rutes

Dollars
Interest rate Maturity (months)
(percent) " l a8 ] P
352 283 243
332 263 222
313 244 203

maintaining ownership of the car, the supplier
can make use of several tax benefits. As a result,
the implicit rate of interest incorporated in a
lease is often a bit lower than the interest rate on
a loan.

To the customer, one of the principal attrac-
tions of a lease is the ability to obtain use of a car
with a relatively small initial outlay of cash. In
addition, monthly payments may be smaller with
a lease since they need offset only the estimated
depreciation on the car, not the entire purchase
price. Of course, the lessee. unlike a buyer,
ordinarily builds up no equity in the car.

Reduced-Rate Financing Progprams

Interest rates on auto loans generally have fallen
about § percentage points from their 1982 peaks,
and the periodic offering of cut-rate financing by
the auto finance companies has given an addi-
tional lift to auto sales and credit, Such programs
were heavily used in 1983, were largely aban-
doncd the following year, and then became prev-
alent again last year.

The large domestic automakers first offered a
broad program of low-rate financing during the
summer of 1982. The manufacturers had relied
mainly on price rebates in 198081, although
they had experimented with rate-reduction pro-
grams of limited scope in the summer of 1981 and
again in the spring of 1982, Generally, these
carlier programs entailed relatively moderate
rate discounts or were applicable to a rather
narrow selection of slow-selling models.

Below-market financing was reintroduced in
November 1982 (table 3); deeper discounts were
offered (about § percentage points) and coverage
was broadened to encompass about half the
normal sales mix. Coverage was cxpanded fur-
ther in the first quarter of 1983, when virtually all

cars were made eligible for reduced-rate financ-
ing (although at somewhat smaller discounts).
The lowest rates of the year (ust under 9 percent
per year) were offered during June but were
restricted to small cars. Coverage was broadened
again in the summer and fall, but this time rates
were only marginally below those available from
other lenders,

Separating precisely the effect of the various
positive influences on auto sales and credit dur-
ing 1983 is difficult. Certainly the highly publi-
cized low-rate loan programs prodded some indi-
viduals into making a purchase and influenced
others o take out a larger loan than they would
have at higher rates. But the major effect of the
special financing programs may have been on the
distribution of credit by source, For the full year,
growth at finance companies (13 percent) about
matched that at banks (16 percent), but patterns
during the year differed markedly. Auto receiv-
ables at finance companies grew at an annual rate
of 23 percent in the first quarter, but the growth
tailed off to 5 percent in the final quarter, after
the incentive-financing programs were phased
out. In contrast, auto credit at banks actually
contracted during the first quarter of 1983 and
then advanced at a 30 percent rate in the fourth
quarter.

In the strong auto sales year of 1984, banks
expanded their holdings of auto loans by 24
percent. The auto finance companies seemed
content to continue strengthening their balance
sheets during the first half by adding slowly (o
auto loan receivables and reducing reliance on
short-term liabilities; for the year as a whole,
auto loan receivables for all finance companies
increased at the moderate rate of 9 percent,
Overall, auto credit grew that year by about 19
percent, despite the absence of any special fi-
nancing programs. However, rates offered by
banks remained near the lower levels reached
during the spring and summer of 1983, and
finance company rates. though no longer heavily
discounted from market levels, stayed well be-
low their 1982 peaks.

Some of the auto makers reintroduced low-
rate loans in February 1983 (table 4). The move
was somewhat surprising in that new-car sales
were continuing at a robust pace—sales in Janu-
ary, after seasonal adjustment, had exceeded



Recent Developments in Automobite Finance 361

T Supsunary of terest rute reduction programs of awto manutacturers, November 19R2-October 1983

Interest rate Coverage Avcrage interest rate®
Period! " Fina .
General | Forg | Chrysler | General Ford Chrysler | Month | Banks | TC008
{982
Nov. 1-Dec. 31 ....| 109 10.73 109 Selective: Selective: Selective: Nov. 15.97 12.82
1982 models certain large 1982 and 1583 Dec. 12.57
only vars FWD cars,
excluding vans
1983
Jan. (-Mar. 1 ..... 1.9 1.s 1.9  Broad Broad Broad Jan. 12.25
Feb. 14.81 12.0%
Mar. 12.07
Apr‘ 1-May 31 ..., 9.9 9.9 98  Selective: Fairly broad: Selective: yr. 1190
1LY mainly small  small cars (9.9)  mainly small ay 13.90 11.94
cars large cars (119} cars
June 1-30 ... ..., 8.8 8.8 8.7  Selective: Selective: Selective;
: 139 mainly small small cars (8.8)  mainly smafl June 1157
cars large cars (13.9) carx
Juty 130 Lo 9.9 99 9.8 Selective: Selective: Selective:
13.9 mainly small  small cars (9.9)  mainly small July 11.84
cary large cars (13.9) cars
Aug. 1-Sept. 30 ...| 109 10.9 129  Selective: Selective: Broad
2.9 13.9 13.1 smali cars pick-ups Aug. 13.50 12,77
(10.9) only (10.9 Sept. 13.62
135 )., Fcars cars (13.9),
{12.9) but only for
36-month
loans
Oct. 1-31 ......... 2.9 12.9 12.9  Broad Broad Broad Oct. 13.34

t. Dates are approximate. Beginning and ending dales usually
varied somewhat among firms.

2. The interest rate for banks is a simple average of the most
common rate charged on 48-month foans at each of about 200 banks
sumpled. The rate shown for finance companies is a volume-weighted

those for any month in 1984—and inventory
levels were not unusually high. But other rates
were falling across the board in early 1985,
reducing the cost of funds to finance companies.
Further stimulating sales by vigorous promotion
of even lower auto loan rates may have seemed
especially opportune at a time when rates were
beginning to head down anyway.

As in earlier periods. the net impact of the
carly 1985 financing incentives are difficult to
assess. With the programs in effect, the annual
rate of sales of domestic cars fluctuated narrowly
around the 82 million unit mark during the first
five months of the year. In the next three
months. when the below-market rates were tem-
porarily abandoned, sales—disrupted as well by
an auto haulers’ strike—dropped to an annual
rate of 7% million. Inventories of 1985 modeis
escalated during that time, and shortly after the
strike was settled in mid-August, the companies

average of the rates charged by the financing subsidiaries of the auto
manufacturers on all new-car loans made during a month.

3. Customer given option of subsidized rate or a cash rebate on
purchase price.

reinstituted financing incentives. New-car sales
responded immediately and sharply. Unit sales
of domestic models jumped to a rate of {2V2
million in the final ten days of August and
recorded a rate of 11 million units for all of
September.

To some degree this enormous response re-
flected the expansion of the programs to cover
virtually all 1985 models as well as the depth of
the discounts (about 4 to § percentage points
below market rates). But perhaps the principal
factor was that, with production of 1985 models
completed, the stock of cars eligible for reduced-
rate financing clearly was going to shrink contin-
uously. Even though manufacturer inventories
were unusually large entering the close-out peri-
od, potential buyers realized that the most desir-
able cars would be taken first, and thus they had
an incentive to act quickly.

The financing programs expired in early Octo-
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Interest rate Coverage Average interest rate?
Period! ,
. N , Finance
Cﬁ&%‘;";‘ Ford | Chrysler (ﬁ‘;ﬂ;‘g Ford Chrysler Month Baoks | companies

1985 . )

Feb. 22-Apr. 22 , 8.8 8.8 8.8 Limited: Selective: Selective: Feb. 1338 13.78
certain light selected compacts, Mar, 12.68
trucks compacts, trucks Apr, nw

light trucks

Mur, 21-Apr. 30 . 8.8 8.8 8.8 Selective: (Program (Program
c.e;tam continued) continied)
sub-
compacts

May S-June 10 ... 8.8 8.8 8.8 Sclective Selective; some.  Selective May 13.16 11.87

subcompacts,
huxury cars June 12.06
Aug. 15-Oct. 2 ... 17 A 7.5 Broad Broad Broad Aug. 12.72 10.87
Sept. 8.84

Oct. 8-Nov, 20 . 8.8 3.8 8.8  Selective: Selective: . Selective; Qct. 9.97
mixture mainly small cars- mainly Nov, 12.39 N
small, - ymall
larger cars
cars

198586

Dec. 27-Feb. 22 . 7.9 7.9 8.6° Selective: Selective: Selective: Dec. 12.52
cars, trucks; cars, trucks; 25 - variety of Jan, 9.99
40 percent percent of cars Feb. 12,29 9.70
of product product line
line

1986

‘eb. 23-Apr. 12 . 9.9 9.9 7.5¢ Broad: Broad Selective: Mar. 10.51

7.7 most vehicles certain
{9.9) selected small
compacts (7.7) cars

Apt. 44 ......... 9.9 8.9 6.8%7  Broad Selective: Selective:

10 to to small ¢ars, certain
59 6.9 5.8 some trucks smail
cars

. Dates are approximate. Beginning and ending dates usuully
varied somewhat among firms.

2. The interest rate for banks is a simple average of the most
common rate charged on 48-month loans at each of about 200 banks
sampled. The rate shown for finance companies is a volume-weighted
average of the rates charged by the financing subsidiaries of the auto
manufacturers on all new-car foans made during & month.

ber, were immediately revived in limited fashion
for a few weeks, then allowed to lapse. Once
again, new-car sales plunged with the termina-
tion of the programs, a development that prompt-
ed a new round of financing incentives in late
December. Most programs were extended in
some fashion upon expiration near the end of
February and remained in force, with periodic
modifications, well into the second quarter of
this year.

With the incentive programs in place, auto
sales recovered in the first quarter of 1986, but
only moderately. Domestic new cars sold at a

3. Chrysler program includes some price rebates,

4, Ford program includes optional price rebates of up to $1.000,

5. Chrysler program includes optional rebates of up to $1,500.

6. Cash rebates available on broader range of cars.

7. Rates vary according to vehicle purchased and length of loan
contracts; structure and coverage were modified during program.

somewhat slower annual pace (7% million units)
than they had averaged in either 1984 or [985. In
contrast with the previous fall, consumers proba-
bly felt less urgency to respond to financing
incentives because the model year was still in its
early stages; moreover, a number of models were
not included in the programs. Potential buyers of
these excluded models may have been willing to
wait on the sidelines for a possible broadening of
coverage later. The subdued effect of the pro-
grams in 1986 also may reflect the likelihood that
many of the people most responsive to financing
incentives had already purchased cars during



earlier programs. On balance, the low-rate loan
programs appear to affect the timing of sales
more than they affect the total volume over a
period of time.

Although the statistics on auto credit include
financing of used cars and imported new cars,
credit trends in 1985 and early this year roughly
mirrored fluctuations in sales of domestic new
cars, which in turn reflected the alternate offer-
ing and retraction of the financing incentives,
Total auto credit grew at a 19 percent rate during
the first five months of the year. dropped off to
about 12 percent in the summer, and then surged
to 28 percent for September and October. Since
then, the growth has dropped sharply.

Secondary markets can attract funds to a loan
sector from investors who would not otherwise
provide financing to that sector. The broadening
of the market for mortgage debt through mort-
gage-backed securities provides a notable recent
example. Until last year, secondary marketing of
nonmortgage consumer debt through the issu-
ance of securities was virtually nonexistent.

To date, the General Motors Acceptance Cor-
poration has been the principal originator of
securities backed by auto loans. In December
1985, GMAC made its first public offering of
such securities—3$525 million through First Bos-
ton Corporation—and it has followed up with
two additional issues this year, the last of which
was for $1 billion in mid-April. Earlier in 1985,
the investment banking firm of Salomon Broth-
ers purchased a $23 million block of automobile
loans from the Marine Midland Bank, which it
repackaged into “‘Certificates for Automobile
Receivables (CARS)” and sold to other institu-
tions. Subsequently, a few other small private
placements of auto loan-backed securities were
made; but so far banks have been reluctant to
originate such securities because, if investors
have recourse, the banks are not permitted to
remove the underlying auto loans from their
books for purposes of computing capital require-
ments.

The basic structure of the GMAC-issued cer-
tificates is that of a ‘pass-through’™ security
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representing ownership in a pool of automobile
loans; the security typically has been priced to
vield from 60 to 80 basis points more than two-
year Treasury notes. Cash flow from repayment
and prepayment of loan principal passes to the
holder of the certificate: GMAC retains servicing
of the loans, for which it earns a fee, and
provides a guarantee covering payment of the
underlying loans. GMAC agrees 10 repurchase
defaulted loans amounting to as much as 5 per-
cent of the total dollar amount of the issue, a
proportion far exceeding the historical default
rate on auto loans at GMAC.

The development of auto-backed certificates is
desirable from the originator’s perspective be-
cause they eliminate the problem of mismatching
maturities on assets and liabilities, and because
they enable the institution to improve capital
ratios by taking the loans off its books (where
regulations permit) while deriving income from
fees for servicing the underlying auto loans.

Investors are attracted by the yield advantage
of these securities over Treasurys. which they
can obtain with limited default risk, and they also
like the comparatively short and predictable ma-
turity (about two years). With mortgage-backed
securities. a decline in market rates typically
stimulates early repayment of the underlying
loans, reducing the realized maturity of the secu-
rities. Refinancing in response to interest rate
declines 1s much less likely for auto loans: their
shorter maturities and smaller principal amounts
make the size of monthly payments much less
responsive to differentials between the contract
interest rate and going market rates. A | percent-
age point difference for a typical car loan makes a
$3 1o $4 ditference in the monthly payment; a |
point decline in mortgage rates, on the other
hand, can mean a $50 difference in the monthly
payment.

The risk on auto-backed securities appears
moderate in part because delinquency and de-
fault rates on auto loans have been fairly stable
historically {chart 5). At commercial banks, de-
linquency rates on auto loans acquired through
dealers have ranged between 1%2 and 2V percent
during the past 20 years, and actual chargeoffs
have been considerably lower. The guarantees
typically attached to the loan-backed securities
further reduce the risk to borrowers.
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Banks and thrift institutions reportedly have
been the largest purchasers of the auto-backed
certificates so far, but pension funds and insur-
ance companies, two types of institutions that
formerly had not participated in auto finance,
also have invested in them. The GMAC certifi-
cates were available in units as small as $1,000,
which could attract some funds from individual
investors. such as for IRA accounts.

The influence of this new secondary market
instrument on the supply of auto credit to this
point has been small, The aggregate amount of
securities issued is estimated to be no more than
$3 billion, and only some fraction of that would
represent funds that otherwise would have been
unavailable. Still, given the appeal of certain
features of the securities to institutions outside
the traditional auto credit market, the continued
development of such securities should bolster
the overall supply of credit in the months ahead,

CURRENT PROSFECTS FOR AUT0 SALES
AND CREDIT

Domestic car makers regarded sales through the
first four months of 1986 with some disappoint-
ment. To be sure, sales were hardly weak by
historical standards: at an average of 7% million
units per year, seasonally adjusted, volume was
only 400,000 units below the 1985 pace, which
was the highest in six years. But viewed in the
context of larger-than-normal inventories and the
apparently waning public responsiveness {0 fi-
nancing incentives, dissatisfaction with the pace
of sales was understandable.

The reasons for the diminishing allure of be-

er. The current low rates available from many
sources are probably minimizing the size of the
perceived benefit of the special programs and
diluting the urgency of a quick response. Also, as
the financing incentives become a more familiar
part of the landscape, potential borrowers may
be regarding them as just one alternative in a
rotating arsenal of promotional techniques rather
than a unique and additional pricing concession.
The offering, under some plans, of a choice
between a price rebate and a reduced finance
rate strengthens the impression that attractive
rates might be offset by less generous pricing in
other aspects of the transaction. And, of course,
previous programs may already have served to
narrow any divergence between desired and ac-
tual stocks.

On balance, of course, the generally lower
interest rates for auto loans apart from the spe-
cial incentives should give at least a marginal
push to car sales. and several other factors seem
likely contributors to a solid underpinning of
automobile demand. For instance, the recent
sharp declines in gasoline prices (chart 6) should
boost the demand for miles of travel and, as a
result, increase the desired auto stock. More-
over, statistics indicate that the median age of
the car stock reached 6.9 vyears in 1985, the
highest reading in the postwar period. despite an
increase in the scrappage rate 10 7% million units
during the 1985 model year (the record was 9%
million in 1979). Although the amount of services
embodied by scrapped units is difficult to com-
pare with that in new units, the prospect of a
large volume of scrappage for an aging stock
should normally yield a sizable replacement de-
mand for cars.

In the past, a three-year period of vigorous

6. Gasoline price snades
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sales—such as that from 1983 through 1985—
frequently has given way to a stretch of weaker
sales as desired and actual stocks have come into
closer alignment, but such periods of depressed
sales have generally been linked to a broader
economic downturn that adversely affects the
underlying demand for auto services. Currently,
however, the outlook for the economy as a
whole, with falling interest rates and minimal
inflationary pressures, secems reasonably bright
to most observers. Continued economic strength
would help to support or even increase the
desired auto stock. making a plunge in car sales
unlikely.

In the market for automobile credit, demand
will largely mirror the level of demand for cars.
Credit supplies should be ample to meet any
demand likely to arise under foreseeable eco-
nomic circumstances. Although rising delinquen-
¢y rates on auto loans could induce a more
cautious approach to lending, these measures are
only about midway between their past cyclical
high and low points and have not yet caused
lenders real concern. At the same time, the
margins between auto loan rates and rates re-
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flecting funding costs widened considerably last
year and appear to be widening further this year,
probably more than compensating for any in-
creases in debt-collection costs or write-offs. In
the latter half of the 1980s, with restrictions on
both auto finance rates and deposit accounts
removed or greatly relaxed, the costs and avail-
ability of credit in the auto loan market should
move more closely with those in other financial
murkets.

On balance, despite the rather lackiuster do-
mestic new-car sales so far in 1986, several
factors point toward the maintenance of sirong
basic demand for cars. including an expanding
economy, a high auto scrappage rate, and down-
ward pressure on automobile operating costs
from lower gasoline prices. Together these fac-
tors could work to offset the normal tendency of
three consecutive years of high sales volume to
shrink the gap between the actual and the desired
stock of cars. Supply conditions in the auto
credit market appear supportive of a high level of
sales, and the potential of an emerging secondary
market to attract new sources of funding lends
some further tilt toward expansion of supply.
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Prices, Profit Margins,

Catherine L. Mann of the Board's Division of
International Finance prepared this article.

The deeling in the exchange value of the dollar
over the past year or so has had important
implications for the outlook for the U.S. current
acvount balanee and domestic inflatton. The reta-
tionship between changes in eachange rates and
changes in import and export prices. known as
the *pass-through™ relationship, has been rela-
tively stable historically. But recent changes in
the pattern of U.S. trade, the unprecedented
appreciation of the dollar during the first half of
the 1980s. and the volatility of bilateral exchange
rates mayv affect at least the speed of the pass-
through of exchange rate changes to import and
export prices. and possibly the long-run relation-
ship as well. The top panel of chart 1 shows the
signiticant movements over the last nine years of
the foreen exchange value of the dollar mea-
sured i terms of a multilateral trade-weighted
index of the currencies of the other Group of 10
countrics.! The bottom panel shows the actual
unit value of non-oil imports and an ¢stimate of
that unit value based on a long-run historical
relationship between exchange rates and import
prices. The historical relationship suggests that
non-oil import prices should have risen faster
during 1985 than they did. This raises several
questions: Are the profit margins of foreign sup-
plicrs being squeezed in the short-pun? s the
long-run pass-through relationship changing?

I Ihisandex. which includes the curtencies of Belgium,
Cunada. France, Gennany, Haly, Japan. the Netherlands,
Sweden, Switzerfand. and the United Kingdoni, s a conve-
ment summary statstic tor the dollar's average performunce.
However, movements i bilateral exchunge rutes may he
more sigmficant i determining trade in particular products
because often onbv a tew countries account for the bulk of the
source of imports or the destination {or exports Moreover,
certin keyamporters. such as the Asian newly industriahized
countries and Brazil, more or less peg the value of their
currencies to the doflar. The movements in these bilerid
rutes often are guite dilferent from that of the G-10 rate.

and Exchange Rates

This article reviews both aggregate macroeco-
nomic evidence on how changes in the value of
the dollar affect overall U.S. export and import
prices. and disaggregated microcconomic evi-
dence, including the behavior of prices and profit
margins. for a number of individual industries.
Examining industry-specific behavior may help
illuminate some of the empirical vegularitics of
the  aggregate  pass-through  relationship.
Throughout the analysis. the period of deprecia-
tion in the dollar from 1977 through 1980 i
contrasted with the period of appreciation {from

1. Index of the exchanee rate and actual
and estimated impoit prices
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1981 through early 1985. Comparing these two
periods may reveal some consequences of the
current depreciation of the dollar.

Statistical analysis of macroeconomic data
suggests that the long-run relationship between
the exchange rate and import and export prices
was relatively stable over the two subperiods.
However. the profit margins of foreign suppliers
{in the aggregate) do appear to have expanded
somewhat more during the period of appreciation
after 1980 than earlier experience would have
predicted; and profit margins of U.S. exporters
appear 1o have risen somewhat less. Two factors
may have contributed to these deviations from
the historical relationship: the unusua! magni-
tude of the dollar’s rise during the early 1980s
and the month-to-month volatility of the dollar
over this period.

Analysis of microeconomic data from individ-
ual industries suggests that, in addition to the
appreciation of the dollar, the rebound in real
growth in the United States, inflation in the
source country, market structure, and trade bar-
riers influenced profit margins and the amount
and speed of pass-through during the first half of
the 1980s. Dollar prices on products imported
from the newly industrialized countries with high
inflation rates generally remained high and profit
margins rose, while dollar prices of products
from the countries with more moderate rates of
inflation fell and profit margins were more stable.
At the same tme, U.S. exporters in many indi-
vidual industries appear to have been relatively
insensitive to exchange rate changes. Indeed,
some exporters appear to have widened their
profit margins even as the dollar appreciated.

The presentation is organized as follows: The
next section reviews some analytical foundations
for the relationship among exchange rates,
prices, and profit margins. Next comes an exami-
nation of evidence on pass-through and profit
margins based on the macroeconomic data, then
a review of the industry-specific evidence on the
behavior of prices and profit margins. A final
section presents some concluding observations.

ANALYTICAL FOUNDATIONS

A fundamental starting point for an analysis of
the pass-through of exchange rate changes to

import and export prices is the law of one price:
under conditions of perfect competition in do-
mestic and international goods markets {zero
profits or no profits in excess of ‘‘normal eco-
nomic”" profits) the exchange rate equates the
domestic currency prices of similar traded goods
produced at home and abroad. This relationship,
given in equation I, says that the U.S. price (in
dollars) of a product equals the foreign price (in
foreign currency) times the exchange rate:

(H Py=Pr X E,
where

P, = price of the product in the United
States, in dollar terms

P, = price at which the foreign supplier sells
the product, in foreign currency terms

E = the exchange value of the dollar in
terms of dollars per unit of foreign cur-
rency.

Under these conditions, if the exchange rate
changes and foreign prices remain unchanged,
the domestic price changes one for one: pass-
through of the exchange rate change to domestic
prices is 100 percent.

Profit margins are a key link between the
exchange rate and prices of traded goods that
extends the analysis based on the law of one
price. Relaxing the assumptions of perfect com-
petition allows for short-run variability in profit
margins that may help explain the short-run
variations in the pass-through relationship ob-
served in the macroeconomic data. Equations 2
and 3 together show two important identities that
relate the dollar price of imports, the exchange
rate, and profit margins:

{3) Py=1{(Cr+ Mg < E,

where Cyis the cost, in foreign currency terms, of
producing the product in the foreign country and
M, is the margin over costs, in foreign currency
terms, chosen by the foreign producers. Equa-
tion 2 says that the foreign currency price of
products imported into the United States equals
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the foreign cost of producing the product plus
some profit margin. Equation 3 combines equa-
tions 1 and 2 and shows that the U.S. dollar price
equals the sum of the foreign costs of production
and profit margins. all times the exchange rate.
The concept of pass-through is presented in
equation 4:

4) APy = AC{ + AMf + AE:

that is. the change in the dollar price equals the
change in foreign costs plus the change in margin
plus the change in the exchange rate. If foreign
costs are constant, dollar import prices will
change little (and pass-through will be less than
100 percent) if foreign profit margins adjust to
offset some of the exchange rate changes. If
foreign costs change as well, profit margins can
change and bufler the ultimate effect on the
dollar price.

Introducing profit margins into the aggregate
equation allows more flexibility in the speed and
amount of pass-through of exchange rate
changes to import prices. But what factors can
lead to variable profit margins? Profit margins
vary in part because of the characteristics of
market structure in the individual industries and
in part because of overall changes in the macro-
economic environment,

A number of models of international trade
analyze how prices are affected by market struc-
tures that deviate from perfect competition. Fac-
tors leading to imperfect competition include
imperfect substitutability of products so thar
cach supplier has some market power; produc-
tion technology that exhibits nonconstant returns
to scale so that the supply curve is sloped; a
relatively small number of firms in the industry:
and wage and sales contracts that may limit the
speed of adjustment of prices to changes in costs
or demand.?

2, Peter Isard. “*How Far Can We Push the ‘Law of One
Price™?" American Economic Review, vol. 67 (December
1977}, pp. 942-48, examines the law of one price for disaggre-
gated industry groups. Eugene R. Flood, ““‘Global Competi-
tion and Exchange Rate Exposure,” Research Paper 837,
Stanford Business School, September 1985, discusses in very
general terms the way the slopes of the demand and supply
curves affect the pricing decision and profitability of an
international firm. Paul Krugman, *'Scale Economies, Prod-
uct Differentiation. and Patterns of Trade.”* American Eco-

2. A model of foreign suppliers’ profit marging
and pass-through

Price (in foreign currency)

®Us. producer supply 1

s (MR marginal
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In addition to these microeconomic factors,
macroeconomic forces such as the volatility of
exchange rates and booms and recessions in
demand may affect a firm’s pricing strategy. The
data suggest that the key factor in determining
industry pricing and profit margins over the last
cight years was not market structure alone, but
the way market structure interacted with macro-
economic uncertainty.

nomic Review, vol. 70 (December 1980). pp. 950-59, and
Elhanan Helpman, “‘International Trade in the Presence of
Product Differentiation, Economies of Scale and Monopolis-
tic Competition: A Chamberfinian-Heckscher-Ohlin - Ap-
proach,” lowrnal of International Economics, vol, 11 (Au-
gust 1981), pp. 305-40, provide « theoretical foundation for
the effect of product substitutability on pricing decisions.
Paul Krugman, " Increasing Returns, Monopolistic Competi-
tion, and International Trade,” Journal of Inernational
Economics, vol. 9 (November [979), pp. 469-79. and Rudiger
Dornbusch, “'Exchange Rates and Prices,”” October 1985,
focus on production technology; Dornbusch also reflects on
how the number of firms affects prices. The following papers
examine how contracts affect the timing of the pass-through
of exchange rate changes to prices: John E. Wilson and
Wendy E. Takacs, “Expectations and the Adjustment of
Trade Flows Under Floating Exchange Rates: Leads, Lags,
and J-Curve,” International Finance Discussion Papers 160
(Board of Governors of the Federal Reserve System, April
1980). Stephen P. Magee, “*Currency Contracts, Puss-
through. and Devaluation,” Brookings Papers on Economic
Activity, 1:1973, pp.303-23; and William H, Branson, "*The
Trade Effects of the 1971 Currency Realignments,” Brock-
ings Papers on Economic Activity. 1:1972, pp. 15-58.
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Chart 2 depicts one way of thinking about
import price determination.® A set of foreign
firms, which are assumed to act as one, export to
the United States. These firms face a market
demand curve (D) that represents the potential
market in the United States. This curve moves
out over time as U.S, gross national product
grows. but because of booms and recessions, it
does not move out at a constant rate. The slope
of the demand curve is determined by such
aspects of market structure as the number of
firms producing the good, strategic interfirm
behavior, and the degree of product substitut-
ability.

Part of the total U.S, demand is supplied by
domestic U.S. producers (5). How large u share
they capture depends in part on the value of the
dollar, which moves over time and which is also
volatile. The U.S. market price 1s expressed in
terms of foreign currency in the diagram so that 4
depreciation of the dollar will shift down the
U.S. supply curve. The slope and location of that
curve are also determined by such characteris-
tics of the market as trade barriers, product
substitutability, and the production technology
of the U.S. producers,

The marginal cost curve of the foreign firms
(MC) depends on their production technology.
Its slope and location depend on wages, the cost
of fixed capital, costs of imported intermediate
products, and other costs of production,

The foreign firms face much uncertainty as
they make their pricing decision. They must
guess the location of the total market demand.
the supply from the U.S. producers, and the cost
of their own output. To maximize profits, the
firms choose a price on the residual-demand
curve (D ~ S) at the point at which expected
marginal revenue equals expected marginal cost.
Thus the foreign firms price their product at P*,
They export * to the United States, and the
remainder of the output (to 7, which is the total

3. The model presented here is adapted from the limit-
pricing models in industrial organization theory. Daniel Gros,
“The Determinants of Competitiveness and Profitability,””
International  Monetary  Fund. Research  Department
DM/B6/21, March 20, 1986, presents a somewhat different
model, which examines competitiveness and profitability
when aggregate demand changes in a small open economy
that is not perfectly competitive.

output demanded) is supplied by the U.S. pro-
ducers. At price P* and output Q*, the cost of
production per unit to the foreign firm s C*.
Hence the profit margin enjoyed by the foreign
producers on each additional item sold in the
United States is the amount P* —~ C* shown in
the diagram,

Since the residual-demand curve is a function
of both domestic supply and U.S. demand, it
incorporates both exchange rate uncertainty and
aggregate demand uncertainty, The foreign firms
cannot perfectly forecast either the exchange
rate or GNP, so their profit margins are exposed
to both exchange rate and demand shocks. For
example, if the dollur depreciates. the U.S. sup-
ply curve will shift down, causing the residual-
demand curve to shift down as well (see chart 2).
The foreign firms reduce their price, and their
profit margins fall. Because the foreign currency
price falls somewhat, the decline in the value of
the dollar 1s not fully passed through to the U.S.
dollar price of the product. If, at the same time,
there are other macroeconomic shocks, such as a
demand boom in the United States, the foreign
supplicrs’ price and profit margins may not
change as much as they would in the face of a
depreciation in the dollar taken by itsclf: pass-
through would appear to be even lower.* There-
fore, while microcconomic market structure gen-
erates profit marging, macroeconomic uncertain-
ty alters profit margins and affects pass-through.

AGGREGATE MACROECONOMIC EVIDENCE
ON PROFIT MARGINS AND PASS-THROUGH

Aggregate regression equations for the price of
U.S. non-oil imports often take the form of a
logarithmic transformation of equation 1. Vari-
ous reseachers using similar regression equations

4. Consider a depreciation in the dollar and a simultancous
demand boom. The depreciation shifts down the U.S. supply
curve causing the residual-demand curve to shift down. A
boom shifts out the total market demand curve causing the
residual-demand curve to shift up. The decline in prices and
profit margins of foreign suppliers will pot be as large as if the
dollur depreciated by itselt. (In fact, prices and profit margins
could increase if the demand boom is large enough.) Since
pass-through is defined for changes in import prices resulting
from changes in exchange rates, pass-through would appear
to be smaller in the multiple-shock scenario.
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have eslimated pass-through of a change in the
exchange rate to import prices ranging from 50
percent to 80 percent, depending on the time
period of estimation, the particular measure of
the exchange rate used, the import price consid-
ered, and the other variables in the regression
equation.® Despite these dilferent estimates of
pass-through, statistical tests have shown the
relationship to be fairly stable over different time
periods of estimation, implying that the varia-
tions in the estimates derive more from differ-

5. These studies include a comprehensive analysis by
Peter B. Clark, ‘The Effects of Recent Exchange Rate
Changes on the U.S8, Trade Balance,” in P.B. Clark, D.E.
Logue, and R.J. Sweeney, eds., The Effects of Exchange
Rate Adjustments (U.S. Treasury, OASIA Research Depart-
ment, 1974), Peter Isard, “The Price Effects of Exchange
Rate Changes.”” in Clark and others, eds., Effects of Ex-
change Rate Adjustments, focuses on how different degrees
of industry aggregation in the import data affect pass-through.
Engene R. Flood, "*Ap Empirical Analysis of the Effect of
Exchange Rate Changes on Commodity Prices,” revised,
September 1984, compares pass-through for different com-
modity and manufacturing groups. Robert M. Dunn, Jr.,
“Flexible Exchange Rates and Oligopoly Pricing: A Study of
Canadian Markets,” Jowrnal of Political Economy, vol. 78
(January-February, 1970), pp. 140-51, examines data for
Canada. Lawrence Schwartz and Lorenzo Perez, ““Survey
Evidence on the Pass-Through of Smithsonian Revalua-
tions,”" in Clark and others, eds. Effects of Exchange Rate
Adjustments, focuses on different industries and countries, as
do Irving B, Kravis and Robert E. Lipsey, ' Price Behavior in

the Light of Balunce of Payments Theories,” Joyrnal of

International ticonomics, vol, 8 (May {978), pp. 193246, and
John E. Wilson and Wendy E. Takacs, Differential Re-
sponses 10 Price and Exchange Rate Influences in the Foreign
Trade of Selected Industrial Countries,”’ Review of Econom-
fes and Statistics, vol. 61 (May 1979), pp. 267-79. Charles
Schotta and Joseph Trojanowski, **The Impact of the Smith.
sonian Exchange Rate Realignments on LS. Retail and
import Prices of Japunese Photographic Equipment,” in
Clark and others, eds., Effects of Exchange Rute Adjust-
ments, examines both retatlers’ and wholesalers’ profit mar-
gins and pass-through for Japanese cameras and lenses. Eliot
R.}. Kabter, *The Effect of Exchange Rate Changes Upon
International Price Discrimination,” Internutional Finance
Discussion Papers 122 (Board of Governors of the Federul
Reserve Systemy, August 1978), examines pass-through for a
highly disaggregated group of industrial exports, assuming a
model of imperfect competition. Jacques R. Artus, “*The
Behavior of Export Prices for Manufactures,” in Clark and
others, eds., Effects of Exchange Rate Adjustments, ¢xam-
ines exporters’ price bebavior for several countries. Two
other papers examine exporters’ behavior in g macroeconom-
ic framework: Helen B. Junz and Rudolf R. Rhomberg,
“Price Competitiveness in Export Trade Among Industrial
Countries,” American Economic Review, vol, 63 (May 1972,
Papers and Proceedings), pp. 41218, and Irving B. Kravis
and Robert £, Lipsey, "'Export Prices and Transmission of
Inflation.”’ American Economic Review, vol, 67 (February
AT e IKK A2

ences in the variables used than from changing
characteristics of the macroeconomic environ-
ment.®

Some modelers have employed a distributed
lag on the exchange rate, making the regression
specification functionally equivalent to equation
3. Although a profit margin is not explicitly
specified in this form of the regression equation,
the lag on the exchange rate means that changes
in the exchange rate do not have their full effect
on import prices immediately. During the adjust-
ment period (until the exchange rate change
completes its effect on import prices), foreign
profit margins on products imported into the
United States must be changing. The long-run
pass-through effect from these equations. mea-
sured by the sum of the coefficients, is quite
similar to pass-through estimated without the
lag. But additional information about how profit
margins may be changing over the adjustment
period is revealed by examining the lag structure,

Finally, even though stability tests fail to un-
cover any statistically significant structural
breaks in the parameters of the relationship
between external prices and the dollar, an exami-
nation of the residuals over different time periods
of estimation may reveal some information about
whether the behavior of profit margins and pass-
through differs between periods of appreciation
and depreciation of the dollar.

Imports

The top panel of chart 3 is a rough empirical
representation of equation 1 without using a
regression equation, 1t shows the unit value of
non-oil imports in dollars and an estimate of
aggregate foreign costs in dollar terms (using
foreign consumer prices). If dollar import prices

6. in “The Strong Dollar and U.S. Inflation,”” Federal
Reserve Bank of New York, Quarierly Review (Spring 1984),
pp. 23-29, Charles Pigott and Vincent Reinhart report their
findings of a statistical break in 1982, However, it appears
that they may not. in fact, have tested for statistical stability
of the parameters. A Chow test of whether the two subperi-
ods examined here were statistically different from the period
1965:1 through 1984:2 confirmed parumeter stability, Howev-
er, because the variables are highly collinear, the power of
the test was likely quite low. In fact, there is some reason to

moaantiave tha suavismnéan anélandan
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3. Aggregate and model estimate of profit matgins
on ULS. imports
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. Multilateral trade-weighted foreign CPI of G-10 countries, dollar
terms.
depended on the exchange rate and foreign
prices alone, the dollar price of U.S. imports
probably would have fallen more in line with the
gray line during the 1980s. Therefore, the panel
suggests that profit margins of foreign suppliers
in the aggregate rose substantially in recent
years,

A more systematic analysis of the relationship
between exchange rates and import unit values is
given in the middle panel. The gray line shows
the prediction for non-oil import prices using a
regression equation based on equation 3 that
relates the import price to foreign consumer
prices, commodity prices, and the exchange
rate.” The equation suggests that on average a 10
percent change in the value of the dollar on a

7. The eguation specification used here is part of a larger
model of the U.S. balance of payments. For additional
information on the model specification, see William L. Hel-
kie, “*A Forecasting Model for the U.5. Merchandise Trade
Balance.”” paper presented at the Fifth International Sympo-
sium on Forecasting, Montreal, Canada. June 9-12, 1985,
The specification for the non-oil import price equation is

multifateral trade-weighted basis leads gradually
(over a period of about two years) to a 6 percent
change in the dollar price of non-oil imports.®
The presence of a two-year lag suggests that
foreign profit margins tend to fall below their
normal levels for a time as the dollar depreciates
and tend to rise above their normal levels as it
appreciates. When the model’s prediction devi-
ates from the actual non-oil import unit value,

Y

b 1
08(PM) = a + 2. b; x 10g(XR,.) + 2. ¢, x log(PC,.)
=0 ;

e}

+d x log (CPI*) + ¢,

where

PM = index of non-oil import unit value
XR = multilateral trade-weighted exchange rate, esti-
mated with an eight-quarter, second-degree, poly-
nomial distributed lag (with a tail constraint)
PC = commodity price index, estimated with a three-
quarter, second-degree, polynomial distributed lag
(with a tail constraint}, from International Finan-
cial Staristics
CPI* = foreign consumer price index weighted by the
muitilateral trade weights
¢ = random error.

The period of estimation is 1965:1-1982:4,

Consumer prices are a poor proxy {or the costs of produc-
tion in the import price equation because they include non-
traded goods. However, two other proxies, unit labor costs
and producer price indexes, are not available with either the
frequency or the reliability of the consumer price index.

§. The result that import prices. even in the long run.
change by significantly less than 100 percent of the exchange
rate change can be explained by several factors. One is that
the particular measure of the dollar’s exchange rate used in
this estimate is an average against 10 currencies weighted by
each country’s share in world trade. U.S. import prices are a
function of a much wider set of bilateral exchange rates.
More broadly based import-weighted indexes tend 10 move
less than the Federal Reserve Board's 10-currency index
because many of the excluded currencies are tied fairly
closely to the dollar. Hence the 10-currency index tends to
overstate the implications for U.S. import prices of any given
episode of exchange rate changes. Schemes with alternative
weighting. such as GNP weights or bilateral trade weights,
give somewhat different results. Experiments using a more
broadly based exchange rate measure and bilateral trade
weights including some of the trading partners that are among
the larger newly industrialized countries vielded a long-run
pass-through estimate close 10 90 percent. Moreover, just as
U.8. prices rise with a fall in the dollar, foreign costs and
prices tend to fall, for analogous reasons. The decline in
foreign prices, if passed through to prices of traded goods,
will offset part of the effect of the exchange rate change on
U.S. import prices.
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profit margins are changing more than the aver-
age as predicted by the equation. The panel
therefore implies that foreign profit margins in
the aggregate decreased slightly more during
1977 through 1981 and increased somewhat more
during 1982 through early 1985 than would have
been predicted on the basis of experience.

The bottom panel of chart 3 shows the quarter-
by-quarter structure of the relationship between
non-oil import prices and the exchange rate. The
gray curve shows. for each quarter, the cumula-
tive percentage of the total long-run pass-through
that had taken place through that quarter. About
50 percent of the effect on import prices of a
change in the exchange rate is felt within two
guarters, and almost 70 percent in a ycar.

The lag structure reveals some variability over
time in the dynamic relationship between ex-
change rates and prices. The panels in chart 4
show estimates of the lag structure and cumula-
tive percentage of pass-through as obtained for
the two subperiods during 1977 through early
1985. Although the short period of estimation
prevents them from being statistically signiti-
cant, these results suggest that exchange rate
changes were passed through to non-oil import
prices more fully, but more slowly (as calculated
in terms of the cumulative percentage effect),
when the dollar depreciated than when it appre-
ciated. This result is at least consistent with both
the evidence presented in equations 1 through 4
and anecdotal accounts of how, during the early

4, Pass-through lag structure

H 2 3 4 5
{Juarter

1. Estimation period: 1981119852,
2. Estimation period: 1977:1-1980:4.

19805, foreign suppliers absorbed the dollar ap-
preciation into wider profit margins instead of
passing it through to lower dollar import prices.
If the foreign suppliers widened their short-run
profit margins as much as these results suggest,
one implication is that they probably had ample
room to squeeze their margins as the dollar fell
after early 1985,

Exports

Chart 5 illustrates analogous pass-through and
profit-margin relationships for U.S. exports and
the price. competitiveness of U.S. exports in
international markets. The top panel presents an
estimated. foreign currency price of nonagricul-
tural exports and an estimated foreign curreancy
value of U.S. costs of production, as measured
by producer prices. This aggregate evidence sug-
gests that profit margins for U.S. exporters do
not change much with a change in the exchange
rate: pass-through for exports is close to 100
percent, As the dollar appreciated, the foreign
currency price of exports rose almost one for one
with the exchange rate, causing a significant

5. Aggregate and model estimate of profit margins
on U.5. exports
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decline in the price competitiveness of U.S.
exports in international markets.

The bottom panel shows the unit value of
nonagricultural exports and a prediction of the
price of nonagricultural exports derived from an
estimated equation that relates that unit value to
U.S. producer prices, foreign consumer price
indexes. and the multilateral trade-weighted ex-
change value of the dollar.® The equation pre-
dicts that on average a 10 percent change in the
value of the dollar should lead directly to a 0.75
percent change in export prices. Of course, a
change in the exchange rate will affect domestic
and export prices indirectly through its effect on
import prices and on the prices of internationally
traded commodities. The gap between the lines
suggests that, in the aggregate, U.S, producers
limited price increases on their exports some-
what more as the doflar appreciated than the
historical evidence suggested that they would.
Therefore, the sustained appreciation of the dol-
lar may have induced U.S. exporters to price
somewhat more compeltitively on international
markets than they had done in the past.

INDUSTRY EVIDENCE ON PROFIT MARGINS
AND PASS-THROUGH

Disaggregated industry data provide further evi-
dence on changes in profit margins and the
stability of the long-run pass-through relation-
ship. Industries examined in this study produce
the following imported products and the follow-

9. See Helkie. ‘A Forecasting Model” for further details.
The equation is

where

PX = unit value of nonagricultural exports
WPI = an index of U.S. export-weighted producer prices
(estimated with 4 three-quarter. second-degree,
polynomial lag with nose and tail constraint)
AR = multlateral trade-weighted exchange rate
CPI* = foreign consumer price index
¢ = random error,

The period of estimation is 1969:1-1982:4,

SI1C number Imports

51 3 DR Ment’s and hovs' suits and coats

621, Paper mill products

2.0 . Weaving mull, synthetics, and sdks

2033 Canned fruits and vegetables

k3 T TS Men's and women’s feather footwear (3143 + 3144)

X P Rolting mill and electrometalurgical steels
IR KT MIE R &3]

RAKS DU Construction machinery
Exparty
P11 ) SN Pulp mill products
Wi Meat pucking and preparation
3494 ... .. Valves and pipe fittings
9.0 Internal combustion engines
ER 7k P Farm machinery and equipment
383 Oilfieid and gusfield equipmuent
3sd6, ... Power-driven hdand tools
3885, ... Printing trades machinery
kI (7 N Semiconductor devices

ing exported products; all are disaggregated to
the four-digit SIC level.

The four-digit Standard Industrial Classifica-
tion (SIC) disaggregation was used because the
Bureau of Labor Statistics recenily began to
publish export and import price indexes on thiy
basis; heretofore, only unit value indexes were
available. ' When working with disaggregated
industry data, a careful match of the industry
categories for prices and costs is important;
many other data for the United States are avail-
able disaggregated on an SIC basis.

Only nine export price indexes and seven
mmport price indexes had an historical record
long enough for this project. The export catego-
ries accounted for 6 percent of total trade in 1980
and the import catagories for about 7 percent.
For such a small set of industries, there is
variety, and as a group these industries represent
the kinds of products that dominate U.S. nonag-
ricuitural exports and U.S. non-oil imports.

An index of profit margins on U.S. exports of
each category was calculated in dollar terms as
the ratio of each product’s export price index to

10. Only rarely is an external price series available. These
data are based on a survey (done once each quanter, in the
last month of the quarter) of actual transactions prices of
exporters and importers (as opposed 1o customs valuation).
Unit value indexes have often been the only available proxies
for external prices, Unit value indexes are prone to problems
of shifting composition of goods within the aggregate and
often are poor st capturing quality changes. See lrving B.
Kravis and Robert E. Lipsey. Price Competitiveness in
World Trade (National Bureau of Economic Research, 19711,
for a full discussion of the problems associated with using
unit value indexes as proxics for prices.



its producer price index.'t The U.S. producer
price index is a proxy for U.S. costs of produc-
tion. Nothing can be inferred from the level of
this index becausc the choice of base year is
arbitrary.

For imports, the study examines foreign cur-
rency profit margins on the assumption that a
foreign firm maximizes profits measured in its
own currency. Therefore, each product’s import
price index must be converted to foreign curren-
¢y units. An index of nominal exchange rates
weighted by import shares was created {or each
product.!? Multiplying this index by the index of
dollar import prices vields an index of foreign
currency import prices. Multiplying the import-
share weights by each country’s proxy for the
product’s production costs creates an index of
foreign currency costs of production for each
imported good. Since there is no comparable SIC
breakdown for foreign costs of production, the
analysis relied on the nearest equivalent produc-

11. Producer price indexes include a profit margin at the
wholesale level because they-are constructed {rom prices
observed in the first commercial transaction involving the
item. However, the index of export profit margins calculated
here captures at least the extent to which profit margins can
differ between exporting versus selling the same product in
the United States.

12, Inconcept, the import share weights are the share each
foreign country has in the total imports into the United States
of a particular four-digit SIC category of product. However,
trade data are available on a Schedule A disaggregated basis
only by individual country. Therefore, the import share
weights are based on Schedule A, and & concordance be-
tween Schedule A and the S1C was used 1o determine which
Schedule A categories to aggregate to get the four-digit SIC
category. The share weights were caiculated for the top three
to five supplying countries for 1980 and 1984, interpolating
for the intervening vears. This technique accounted for an
average of 80 percent of the imports of each four-digit SIC
category, ranging from a low of 66 percent for steel to a high
of 89 percent for footwear. The average values of the
exchange rate index and the cost of production indexes were
used for the fraction not allocated to any particular country.

While this method has many pitfalls, a very different import
weighting calculation revealed virtually the same pattern of
behavior of profit margins and exchange rates. In this alterna-
tive technique, the import share weights were calculated for
each year using selected aggregate Schedule A groupings
comtaining products similar to those in the four-digit SIC
categories. These data are available for the regions of the
world and a few countries. For each region, a representative
country’s costs of production and nominal exchange rate
were chosen, For example, Brazil “‘represented” Latin
American imports to the United States.

These twa different construction methods introduce very
different biases. That the results are similar is reassuring.

er price index from national sources.’” The ratio
of the indexes of foreign currency import prices
and of foreign currency costs of production
forms an index of foreign currency profit margins
for each import.

Imports

The relation of dollar import prices to domestic
U.S. prices in part determines the competitive-
ness of domestic import-competing products
and. moreover, influences domestic inflation.
The panels in chart 6 show dollar import prices
and the calculated estimates of foreign currency
values of foreign profit margins of selected U.S.
imports. Dollar prices increased fairly sharply
for ali of these imports during the depreciation of
1977-80. During the appreciation of 1981-85,
however, behavior was mixed: dollar prices for
some products, such as footwear, textiles, and
apparel, remained rather stable; for other prod-
ucts, such as certain steels and construction
machinery, dollar prices fell.

Foreign currency profit margins behaved rath-
er similarly over the eight years, showing a direct
association with movements in the dollar. Profit
margins generally declined slightly during the
period 1977-80, when the dollar depreciated, and
increased during the more recent period, when
the dollar appreciated. For some products, such
as footwear, textiles, paper products, and

13. The following sources were used: Canada. industry
seiling price indexes based on 1970 Standard Industrial
Classification, Statistics Canada, Canadiun Staristical Re-
view: Japan: wholesale price indexes (by products and
sectors), Bank of Japan, Statistical Budleting Brazil: Precos
por atacado (nova classificacao) offerta global, Conjuntura
Economica. Narional Economic Indexes; United Kingdom:
index numbers of wholesale (producer) prices, price indexes
of output of broad sectors of industry, Central Statistical
Office, Government Statistical Service, Monthly Digest of
Statistics; Germany: Preise und Preisindizes fur gewerbliche
Produkte {Erzeugerpreise), W. Kohlhammer GMBH, Sratis-
tisches Bundesamt Wiesbaden;, Ifaly: Numeri indici prezzi all
ingrosso, indici por settori ¢ branche. indici alcuri gruppi.
Insitutio Centrale de Statistica, Bollettino Mensile Da Statis-
tica; South Korea: wholesale price indexes (by commoadity by
subgroup), Bank of Korea, Monthly Statistical Bulieting
Taiwan: indexes of wholesale prices in Taiwan arca, Execu-
tive Yuan Republic of China, Directorate-Generale of Budget
Accounting and Statistics, Monrhly Statistics of the Republic
of China.
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6. Prices and profit margins for U.S. imports, selected industries
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canned fruits and vegetables, the change in trend
is quite distinct. For others, such as steels, it is
less so.

The top panel of table | shows how much these
estimates of foreign currency profit margins
changed during the two periods of dollar move-
ment. Thiy calculation emphasizes the general
trends of narrowing profit margins during a de-
preciation and widening profit margins during an
appreciation. It also shows. the diversity of re-
sponses of individual imported products.

Both industry-specific and general macroeco-
nomic factors contribute to the observed pricing
and profit margins, In the earlier period, high
rates of cost inflation abroad. which importers
did not completely pass on to their sales prices,
raised the dollar price of imports and narrowed
foreign currency profit margins from the cost
side. In addition, relatively slack aggregate de-
mand conditions in the United States meant that
producers could not exploit market power and
raise prices; thus margins were capped. In the

1. Percent change in profit margins, selected
industries

[ndustry 1977 to 198()' !%0 o 198520
Exchange value of the dollar®. ... »I‘i i "4 9

) lmpnm (iorcxgn currency)

1.cather toonwe,u ............... R T K
Certain textiles* .. ..., 9.1 28.0
Construction machinery ... ...... ~9.2 1.6
Paper products, ... ~2.3 17.6
Certainapparel* .. ... - 49 4.1
Canned fruits and vegetables ..., -~ 14,1 6.8
Certain steels® ..., ..o .. 14.6 4.1

Exports (doliars)

Semiconductors™ ... .. e -89 ~9.4
Power-driven hand tools® .. ..., -6.9
Pulp mill products . .. ... =174
faternul combustion engin 4.2
Valves and pipe fittings™ 8.7
Oilfield and gasfield eqummu\ 1.0
Printing trades m.mhmury“' 5.3
Farm machinery® ... 0. .. 4.5
Meat packing and preparation®, . 12.7

1. Percent chaage between the 1977 four-quarter average and the
1980 four-quarter average.

2. Percent change between the 1980 four-quarter average and the
IVX* two-quarnter average,
. Based on the G-10 multifateral trade-weighted exchange rate.
. Silk and other man-made fibers.
. Men's and boys’ suits and coats,
. Rolled and clectrometalurgical steels; 1978 four-quarter aver-

o ke

age.

1979 three-quarter uverage.
. 1977 three-guarter average,
1978 three-quarter average.

© %~

later period, as the dollar appreciated sharply,
the rapid expansion of domestic demand in the
United States probably was the key to keeping
doflar import prices up and foreign currency
profit margins wide, especially as foreign cost
inflation abated. It appears that dollar import
prices fell while margins remained stable on
products imported primarily from the other in-
dustrial countries, where domestic disinflation
was most significant. Dollar prices were main-
tained, as were margins, on products imported
from the newly industrialized countries, where
cost inflation remained high. The Multi-Fiber
Arrangement probably was also important in
maintaining the margins on textiles and apparel,

Exports

The behavior of prices and profit margins on
products exported from the United States is
shown in chart 7. Most U.S. exporters appear 10
have made relatively small adjustments to profit
margins. As a consequence, as the dollar rose,
U.S. exporters suffered a significant decline in
price competitiveness, as implied by the rise in
their prices in terms of foreign currency. Produc-
ers of semiconductors. power-driven hand tools,
and pulp mill products cut margins in an effort to
remain competitive on international markets,
and their prices in foreign currency did not rise
so much. Anccdotes support these statistical
results.

All the machinery products have similar be-
havioral characteristics. Perhaps these products
are so differentiated that foreign demand is quite
inelastic. The share of exports in total output
may be so small that they are a residual element
in domestic marketing and pricing strategy. Im-
port-competing products may be in such small
supply that they do not affect domestic prices.

The bottom panel of table 1 shows the change
in profit margins for U.S. exporters over the two
periods of change in the exchange rate. Confirm-
ing the graphical evidence, those industries that
responded to the appreciation in the dollar (semi-
conductors, power-driven hand tools, and pulp
mill products) did cut profit margins. However,
even these industries responded proportionately
less to the change than did foreign importers
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7. Prices and profit margins for LS. exports, selected industries
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2, Comparison of changes in profit margins.
selected periods!

Industry 1977 10 1980 | 1980 1o 19852

Imports

Leather footwear . .......... ...
Certaintextiles .................
Construction machinery .. .......

Certain apparel. ................
Fruits and vegetables ...........
Certain steels . ... .. ...

Semiconductors ... ...,

Power-driven hand tools ...... .. 3
Pulp mill products ..............0 = 3
fnternal combustion engines ... .. .
Valves and pipe fittings .. .......
Oilfield and gasficld equipment. .,
Printing trades machinery ..., ...
Farm machinery. ........... . ...
Meat packing ..................

1. These figures are the ratio of the percent change in the profit
margins to the percent change in the exchange rate {or the two
subperiods using the data in table 1. A positive number indicates that
the profit margin fell during the depreciation and rose during the
appreciation.

are U.S. exporters in the aggregate relatively
insensilive to the exchange rate, but also the
disaggregated evidence indicates that some U.S.
exporters in fact increased profit margins even as
the dollar appreciated. This evidence, combined
with the narrowing in margins in the earlier
period, suggests that aggregate demand in the
United States may dominate the exporter’s pric-
ing strategy.

Several inferences can be drawn from these
disaggregated industry data. Historically, foreign
producers seem to have responded to a dollar
depreciation by squeezing profit margins; pre-
serving market share in the United States may be
the key to their behavior. But other factors
besides exchange rate changes affect the pricing
decisions and profit margins for individual im-
ported products: inflation in the source country,
relative growth in demand, and factors specific
to individual industries such as market structure
and trade barriers. The profit margins and pricing
behavior of U.S. exporters seem even less affect-
ed by exchange rate changes.

CONCLUSIONS

A review of both aggregate data on U.S. import
prices and industry-specific evidence suggests

that over the past decade exchange rate changes
have been absorbed into the profit margins of
foreign suppliers to a considerable extent and for
relatively long periods—as much as two years or
more. This behavior is consistent with the pre-
diction of theoretical models in which imported
goods are produced and sold under conditions of
imperfect competition and macroeconomic un-
certainty. Apparently, this behavior is being re-
peated as dollar import prices are rising more
stowly in response to the dollar depreciation than
would have been expected in light of the histori-
cal record.

The empirical evidence also suggests, at least
weakly, that the long-run relationship between
the exchange rate and import prices may be
changing. A trend toward buying worldwide by
U.S. and foreign multinationals, newly estab-
lished distributor networks in the United States.
and a greater ability to hedge foreign currency
exposure in international credit markets could
imply a smaller long-run pass-through of ex-
change rate changes to import and export prices.
In addition, stiffened competition for the U.S.
market between established suppliers and newly
industrialized countries may lead to permanently
lower profit margins on some imports and a
prolonged delay in the pass-through of the ex-
change rate depreciation to some import prices,
U.S. producers are slowly becoming more aware
of the advantages of trade. Competition for mar-
kets overseas may induce them to use exchange
rate changes to price more strategically in the
foreign market,

In any event, the wide profit margins that had
been attained by the end of the dollar apprecia-
ton in carly 1985 gave foreign suppliers ample
room to squeeze profits. Improvements in the
domestic price competitiveness of import-com-
peting goods and increases in domestic inflation
may be slower in coming than experience sug-
gests. Moreover, other macroeconomic phenom-
ena, such as aggregate demand shocks and do-
mestic cost inflation, clearly affect pricing
strategy and therefore profit margins and pass-
through.

With respect to exports, in contrast, U.S.
producers appear to be relatively insensitive to
exchange rate changes. Both U.S. export prices
in dollar terms and the profit margins of U.S.
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exporting industries fluctuated much less over  facing foreign competition. Therefore, if U.S.
the past eight years than did the profit margins of  producers follow their historical behavior and do
foreign suppliers, suggesting that exchange rate  not broaden their profit margins on their exports
changes were largely passed through to changes  too much, improvements in export performance
in the foreign currency prices of U.S. exports  should be forthcoming. O
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Industrial Production

Released for publication April 15

Industrial production declined an estimated 0.5
percent in March following a 0.7 percent drop in
February. The decline in March was concentrat-
ed in oil and gas well drilling activity, auto and
truck assemblies, and steel production. The pre-
liminary average for industrial production for the
first quarter of 1986 was 1.4 percent higher at an

annual rate than it was for the fourth quarter of
1985. At 125.1 percent of the 1977 average, the
total index in March was 0.9 percent higher than
it was a year earlier.

In market groups, output of consumer goods
remained weak in March. Auto assemblies were
cut to an annual rate of 7.7 million units from the
rate of 8.7 million units in February in response
to weak sales and excessive inventories. In addi-
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1977 = 100 Percentage change from preceding month Percentage
\¢L IgC,
Group 1986 1985 1986 Mar. 1985
to Mar.
Feb. Mar. Nov. Dec. Jan. ] Feb. [ Mar. 1986
Major market groups
Total industrial production ......... 125.7 125.1 8 .8 2 -7 -.5 9
Products, total ........ 133.2 132.5 1.3 4 3 -9 -.6 1.7
Final products. .. 133.1 131.9 14 .5 1 -1.1 -.9 9
Consumer goods. 123.5 122.7 1.6 1.2 -3 -2 -1 2.5
Durable ...... 116.4 113.0 37 1.1 -1 -2 -2.9 -4
Nondurable ................. 126.2 126.3 9 12 -4 -2 .1 3.4
Business equipment............ 141.5 140.2 1.5 -2 1.3 -1.3 -9 .0
Defense and space............. 176.3 177.4 1.2 0 -7 -1.7 .6 4.9
Intermediate products............ 133.7 134.4 9 2 1.1 -.5 5 4.5
Construction supplies .......... 122.8 123.5 7 -2 2.7 -9 6 5.6
Materials .................ciiilnn 115.4 115.0 .1 1.4 .0 -4 -3 -4
Major industry groups
Manufacturing. 128.9 128.3 1.0 .5 6 -.8 -.5 1.6
rable. .... 129.0 127.8 1.1 .5 .6 -1.2 -1.0 -2
Nondurable . 128.7 128.9 7 .5 8 -2 2 4.1
Mining ....... 104.2 103.0 -1.5 5 0 -3.0 -1.1 -6.8
Utilities 115.3 115.1 -2 38 -2.7 1.7 -1 1.1

NoTk. Indexes are seasonally adjusted.

tion, home goods production, which surged in
the fourth quarter of 1985, fell for the third
successive month in March. Output of nondura-
ble consumer goods was again little changed.
Total equipment output dropped significantly
further in March, as drilling activity plunged 17
percent to a level about one-third below that of
December 1985. Moreover, business equipment
production fell 0.9 percent in March following a
decline of 1.3 percent in February. The recent
curtailments were most pronounced in transit
equipment, which includes business autos and
trucks, and in construction, mining, and farm
equipment. The other major components of busi-
ness equipment have, on balance, shown little
change over the past few months. Production of
both construction and business supplies posted

gains of about Y2 percent in March following
declines in February. For the first quarter, out-
put of construction supplies advanced at an
annual rate of almost 10 percent. Total materials
edged down 0.3 percent in March, reflecting
declines for durable goods materials and energy
materials. Nondurable goods materials, howev-
er, increased for the fourth successive month
bringing the gain over the past year to almost 6
percent.

In industry groups, manufacturing output de-
clined 0.5 percent in March following a drop of
0.8 percent in February. Mining activity, which
includes oil and gas well drilling, fell sharply
again in March. Production by utilities edged
down following a gain of 1.7 percent in February.
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Statement by Preston Martin, Vice Chairman,
Board of Governors of the Federal Reserve Sys-
tem, before the Subcommittee on Financial In-
stitutions Supervision, Regulation and Insurance
of the Committee on Banking, Finance and Ur-
ban Affairs, U.S. House of Representatives,
April 9, 1986.1

I appreciate the opportunity to discuss the diffi-
culties that some banks are facing as a result of
farm, energy, and developing country loans. As
requested, my remarks will center on the nature
and magnitude of risk exposure in each of these
sectors and on appropriate measures to deal with
them. I also plan to offer a few remarks on the
commercial real estate situation. The Federal
Reserve, in conjunction with the Federal Deposit
Insurance Corporation (FDIC) and the Office of
the Comptroller of the Currency (OCC), is sup-
plying the related information and statistics re-
quested.

The banking system today continues to deal
with a series of adjustments to changing eco-
nomic conditions and to contractions in specific
industries and geographic regions. Very substan-
tial volumes of loans have had to be written off,
loan-loss reserves have been augmented, and
capital resources have been built up, using a
variety of debt and equity instruments. In this
process, the banking system has exhibited an
ability to adapt to changes in loan-asset quality at
the same time that the liability side of the balance
sheet has changed under the twin forces of
market developments and deregulation. In recent
years, the banking system has survived numer-
ous periods of stress and uncertainty, including
the collapse of Drysdale Securities, the silver
crisis, the failure of Penn Square Bank, and the
near-failure of Continental Illinois Bank. During
a period of deregulation and intensified competi-

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

tion, the system could not have weathered these
events if it were not fundamentally sound,

The strength of the industry is also demon-
strated in various performance indicators. Last
year, net earnings in the industry increased about
17 percent. This increase was accompanied by a
boost in the ratio of primary capital to assets,
marking the fifth consecutive yearly rise in that
important ratio. I might add that last year’s
improved earnings were aided by a combination
of higher net interest income and noninterest
income, which indicates strength in the core
lending business as well as in other activities
such as trading, merchant banking, and other
fee-generating services.

In short, the banking industry shows some
robust signs. These positive factors should be
kept in mind as one looks at the more troubling
areas such as farm, energy, and developing coun-
try loans.

THE FARM SECTOR

The current problems affecting the agricultural
sector are more serious than any encountered
since the Great Depression. These problems
have been brought on by the worldwide increase
in agricultural production, which has driven
down crop prices and, with them, farm incomes
and asset values. While all farmers have been
adversely affected by these conditions, those
farmers who entered the decade with substantial
debt have naturally encountered the most diffi-
culty, Their problems have, of course, been
compounded by the relatively high interest rates
that have prevailed over the current decade.

Our estimates suggest that perhaps a third of
the full-time family farmers are experiencing
financial stress that is moderate to severe. This
group owes about one-half of the farm debt owed
by such farmers.

Several recent developments should aid the
farm economy, including the dramatic fall in
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energy costs and the substantial declines in inter-
est rates and in the exchange value of the dollar.
The recent farm bill also offers an additional
source of support for farm incomes.

However, supply conditions for farm products
suggest that a substantial rebound in crop prices,
and thus in farm incomes, is not likely to take
place over the foreseeable future. Consequently,
farmers with relatively heavy debt loads will
continue to face serious difficulties.

The majority of farm debt is not in fact owed to
commercial banks, but to the Farm Credit Sys-
tem, the Farmers Home Administration, and to
individuals. About one-fourth of total farm debt
is held by commercial agricultural banks, which
for purposes of this testimony are defined as
those banks having 25 percent or more of total
loans related to agriculture.?

The recent problems in the farm economy
have inevitably been transmitted to many of the
farm banks. Such problems are manifested in
data on nonperforming loans, problem banks,
and failed banks, among other measures.

At year-end 1985, nonperforming loans num-
bered about 5 percent of gross loans at agricul-
tural banks versus about 3 percent at nonagricul-
tural banks.

Likewise, agricuitural banks dominate the
ranks of problem banks—that is to say, banks
that are rated low—4 or 5 by examiners using a
scale of 1 to 5. As of February 1986, farm banks
represented more than 40 percent of all problem
banks.

Agricultural banks are also overrepresented in
terms of failures. In 1985, 62 of 120 failed banks
were classified as farm banks. In 1986, a similar
pace has continued: 9 of 21 failed banks as of
March 25 were farm banks. With no imminent
recovery in the farm economy in sight, it is
expected that farm banks will continue to ac-
count for a disproportionate number of failures.

Most of the failed farm banks have been very
small, and thus their failure has had less effect on
the overall banking system than on banks at the

2. In previous testimony the Federal Reserve Board has
defined ‘‘agricultural banks’’ as banks with a ratio of farm
loans to total loans that exceeds the average of such ratios at
all banks, currently about 16 percent. The 25 percent cutoff is
used in this testimony so that our definition is consistent with
that used by the Comptroller of the Currency and the Federal
Deposit Insurance Corporation.

local level. The effect on banks at the local level,
however, has been damaging. For example, of
the 62 farm banks that failed in 1985, 43 of these
were the only bank in the community. In most
cases, a merger with another banking company
was arranged. However, arranging takeovers of
failed institutions has become increasingly diffi-
cult. In 1985, no merger could be arranged for 11
failed farm banks: the depositors were paid off
and the institutions were liquidated.

Having reviewed the negative side of the farm
bank situation, I would like to touch on the
positive side to provide a balanced perspective.
More than 95 percent of the total loans at agricul-
tural banks are performing loans, and one-half of
these banks reported earnings equal to 10 per-
cent or more of equity. Also, agricultural banks
generally have a substantial capital cushion to
absorb loan losses. In fact, the ratio of capital to
assets for all agricultural banks averaged 9.8
percent in September last year, well above the
7.5 percent ratio for the entire banking system,

THE ENERGY SECTOR

Besides problems in the farm sector, conditions
in the energy industry resulting in part from
declining oil and gas prices have created serious
strains on banking organizations, particularly
those organizations located in the Southwest.
While this situation has intensified with the re-
cent sharp drop in oil prices, problems associat-
ed with energy lending have their roots in the oil
shocks and energy shortages experienced in the
decade of the 1970s. The intense concern over
the continued availability of energy supplies and
the inflation psychology of this earlier period led
many observers, including bankers, to conclude
that the price of oil and other forms of energy
would continue to move upward over time. Ener-
gy-based loans were seen as particularly safe and
profitable.

The rapid increase in energy lending during
this period is reflected in the statistics on shared
national credits (SNC), which capture energy
loans and commitments. A shared national credit
is any loan or group of loans, including unused
commitments, to one borrower that exceeds $20
million and is shared by two or more banks. The
aggregate of such energy-loan exposure included
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in SNC credits increased from $6.7 billion in 1977
to $56.9 billion in 1984. This growth, in turn, paid
handsome dividends for a time for energy lend-
ers. From 1979 to 1982 the asset growth and
profitability of large bank holding companies
(that is, those companies with assets in excess of
$1 billion) in the Southwest generally exceeded
the growth and profitability of comparable com-
panies in other regions.

But by 1982, the energy boom in the South-
west began to end. Successful conservation ef-
forts and the back-to-back recessions of the early
1980s tempered demand for energy while new
non-OPEC supply sources grew. The combined
result was a reversal in the upward pressures on
energy prices. Serious strains within the banking
system surfaced in 1982 with the failure of the
Penn Square Bank and the severe repercussions
of this failure on other large banking organiza-
tions. As everyone here no doubt recalls, loans
and participations purchased from Penn Square
inflicted substantial losses on a number of banks
and contributed to the huge loan losses and the
severe liquidity crisis at Continental Illinois Na-
tional Bank in the period from 1982 to 1984,
Energy problems also led to the closing of the
First National Bank of Midland, Texas, in 1983,
one of the largest actual failures of a commercial
bank in the United States.

Besides signifying the emergence of serious
problems within the energy sector, some of these
events, to be sure, also reflected the conse-
quences of questionable lending decisions and
practices and inadequate management controls.

By 1983, the return on assets of many large
banking organizations in the Southwest fell well
below the levels of similar banking organizations
nationwide, and the loan-loss experience of
heavy energy lenders significantly exceeded the
experience of similar sized nonenergy banking
organizations. While earnings of bank holding
companies in the Southwest improved in 1984,
last year the return on assets of these companies
once again fell well below their national peers.
Furthermore, the relative level of nonperforming
loans in energy-oriented organizations in that
region greatly exceeded national peer group av-
erages.

Between 1982 and 1985, the aggregate volume
of oil and gas credits classified under the SNC
program (that is, those larger credits of poor

quality) increased from $1.2 billion, representing
2.6 percent of the capital of the SNC energy
lenders, to $8.4 billion, or 9.8 percent of the
capital of these energy lenders. While shared
national credits do not include all energy loans in
the banking system and the effects of the most
recent drop in oil prices have yet to be reflected
in these figures, the increases nonetheless reveal
the pressures being experienced by some energy
lenders.

The difficulties experienced by energy lenders
since 1982 reflect the ongoing adjustment pro-
cess in the energy sector. As energy supplies
have continued to grow relative to demand and
as prices have fallen, the value of oil and gas
equipment and reserves has declined, and the
cash flows of many borrowers have been severe-
ly reduced. This situation has eroded the finan-
cial strength of a considerable number of energy
borrowers, forcing some borrowers into bank-
ruptcy and preventing others from servicing their
loans in accordance with the original terms and
conditions. The result, as has already been
noted, has been that many energy banks and
institutions in the Southwest have been forced to
cope with serious asset and earnings problems
over the past four years. In 1984, 11 banks failed
in Texas and Oklahoma, states with a consider-
able number of energy lenders. This number
amounted to about 14 percent of all bank failures
in that year. Last year, the number of bank
failures in these states doubled to 22, or approxi-
mately 19 percent of all bank closings.

Pressures on these lenders have increased
since year-end because of the further sharp de-
clines in oil and gas prices. These developments
have exacerbated the problems of many energy-
related firms and energy lenders, including some
sizable institutions. Many banks in energy-pro-
ducing areas or with heavy energy exposure are
also experiencing strains from loans to troubled
real estate and agricultural borrowers, and in
some cases have exposure to foreign countries
dependent on the production and export of oil.

A recent survey by the FDIC identified 563
federally insured banks with assets of more than
$100 million and oil and gas loans in excess of 25
percent of total capital. The survey found that
these institutions held more than $61 billion in
energy loans, with $57 billion (92 percent of the
total) held by 59 large regional and multinational
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banks with assets of more than $1 billion. Of the
smaller banks identified in the survey, more than
80 percent were located in Texas, Oklahoma,
and Louisiana.

Recognizing the problems in the energy sector,
banks in the Southwest began to make significant
additions to their loan-loss reserves in 1982 and
have continued to do so.

To improve our understanding of the financial
condition of large energy lenders, the Federal
Reserve, with the cooperation of the FDIC and
the OCC, is conducting a special energy inspec-
tion of bank holding companies with assets in
excess of $500 million and significant energy
exposure generally in excess of 25 percent of
capital. Through these special inspections we
will obtain more current information on the ag-
gregate oil and gas exposure of these organiza-
tions, the volume of nonperforming energy
loans, and the condition of their large oil and gas
credits.

The Federal Reserve, together with the other
federal banking agencies, recognizes that condi-
tions have shifted sharply and unexpectedly in
both the agricultural and energy sectors of our
economy. In view of the continued deterioration
in agriculture, the Federal Reserve in February
this year renewed in a slightly modified form the
simplified seasonal credit program for agricultur-
al banks. This program is designed to make funds
available at the discount window to agricultural
banks experiencing especially strong loan de-
mands. This change is designed to assure that
agricultural banks will not face liquidity con-
straints in accommodating the needs of farm
borrowers over the planning and production cy-
cle.

In addition, the banking agencies in March
issued a joint statement on policies to assist
basically sound, well-managed farm banks to
weather this period of economic adversity,
These policies, among other things, accomplish
the following.

1. Permit banks experiencing heavy losses
because of external factors to operate with re-
duced capital levels even if they are below the
minimum standards set down in our supervisory
guidelines, provided the banks are following pru-
dent lending and financial practices and have the
clear potential for replenishing their capital posi-
tions over a reasonable period of time.

2. Reaffirm the agencies’ long-standing poli-
cies of not discouraging banks from forbearing
on farm loans through appropriate debt restruc-
turings in cases in which there are reasonable
prospects that restructurings will work to the
advantage of the bank as well as to the borrower.

3. Refrain from requiring automatic charge-
offs of debt restructurings when their terms meet
the criteria of generally accepted accounting
principles.

4. Revise supervisory reporting procedures for
restructured loans that are performing under the
new terms to more accurately reflect the status
of such loans and to avoid the suggestion that
such loans are a component of nonperforming
assets.

While these policies were initially developed in
connection with our review and consideration of
problems in the farm sector, the dislocations and
uncertainties resulting from the recent sharp
decline in energy prices have created serious
pressures for some energy lenders as well.
Therefore, the Federal Reserve and other federal
banking agencies recognizing these pressures
have agreed to follow these policies in supervis-
ing energy banks as well. For its part, the Feder-
al Reserve Board has already instructed the
Reserve Banks to conform their practices and
procedures to the policies outlined in the joint
statement.

I hasten to point out that none of these steps,
of course, is intended to shield banks engaged in
unsafe and unsound or objectionable practices
from appropriate supervisory enforcement ac-
tion. Rather, the intent is to adopt supervisory
policies that will assist banks that are fundamen-
tally sound and well managed, and that have
taken reasonable steps to strengthen their posi-
tions and conserve their capital.

Despite the assistance provided by these poli-
cies, some banking organizations may continue
to experience severe and prolonged financial
stress. To augment flexibility in dealing with the
more serious cases, the Board would encourage
modification of the provisions of the Garn-St
Germain Act of 1982, which prohibit acquisitions
of failed banks across state lines before an actual
failure occurs and which also prohibit acquisi-
tions of failed banks with assets of less than $500
million. The Board believes that these two con-
straints should be eased by allowing the across-
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state acquisitions of failing banks and by reduc-
ing the size of such banks that can be so
acquired. In addition, the Board believes that the
acquirer of a failing bank should also be permit-
ted to purchase the holding company that owns
the bank and other affiliates of the bank. These
modifications would help minimize losses to the
deposit insurance fund and also help maintain
banking services in small communities.

One further means of promoting the mainte-
nance of banking services in small communities
is through the relaxation of state branching re-
strictions. Such an easing would enable out-of-
territory banking institutions to acquire small
banks when a separately organized and capital-
ized bank might not be viable.

COMMERCIAL REAL ESTATE

Besides the agricultural and energy sectors, an-
other area that bears close watching is commer-
cial real estate and, in particular, the market for
office buildings. In many areas of the country the
supply of newly constructed office buildings has
greatly exceeded the demand and this situation
has translated into extremely high vacancy rates.
In fact, the vacancy rate for office buildings in
metropolitan areas reached 20 percent at the end
of last year, the highest rate in the postwar
period. To put this in perspective, the previous
postwar high, which occurred in the mid-1970s,
was 11.5 percent.

A large part of the general overbuilding in the
office market has been a regional phenomenon,
most prevalent in the sunbelt states. What is
especially troublesome, however, is that difficul-
ties brought on by the decline in energy prices
have greatly reduced the demand for office space
in cities such as Houston and Dallas, where
vacancy rates are now among the highest in the
country. Thus banks that were heavily involved
in financing both the Texas energy boom and the
real estate boom have been dealt a particularly
severe blow. In other cities in the sunbelt, such
as Fort Lauderdale and Tampa, the vacancy
rates exceed 25 percent and are expected to
remain at high levels during 1986. Weakness in
the market for office buildings has prompted
owners to offer concessionary rental rates to
attract tenants. Nevertheless, many buildings

remain vacant, or nearly vacant, and this situa-
tion has greatly increased the exposure of banks
that are heavily involved in commercial real
estate lending. To some extent the decline in
interest rates should help alleviate the cash-flow
problems of those that have borrowed heavily to
finance commercial real estate.

INTERNATIONAL LENDING

I would now like to turn to the international
activities of the banks. Loans to foreign borrow-
ers have attracted considerable attention since
1982 when several countries were unable to
continue servicing their external debts as initially
contracted. Before 1982, U.S. and other banks
had rapidly expanded their lending to many
countries. For example, claims on Latin Ameri-
can borrowers by U.S. banks rose from $38
billion to $84 billion from 1977 to 1982. However,
by 1982 economic and financial conditions for
many of these countries were deteriorating.
Countries’ debt levels and market interest rates
were high; the United States and major Euro-
pean countries had not yet emerged from serious
recessions; and commodity prices were weak.
The international debt crisis began to seriously
threaten bank earnings and capital and became a
major concern to us all.

While problems in international lending re-
main, the environment has clearly changed, and
most U.S. banks appear better prepared now to
handle these problems than they have been in
many years. Since 1982 the banking industry has
substantially increased total capital funds, while
total claims of U.S. banks on Latin American
borrowers have tended to stabilize. Though still
large, exposure relative to capital has declined
significantly.

Among U.S. banks, the exposure to the heavi-
ly indebted countries is concentrated in the nine
largest international lenders, which account for
almost two-thirds of all loans by U.S. banks to
Latin America. The exposure of most other U.S.
banks is relatively small. It is especially encour-
aging, therefore, to note that by raising addition-
al capital these large banks have reduced their
relative exposure to Latin American countries
from almost 180 percent of total capital in 1982 to
about 130 percent today. It is also important to
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recognize that these lending relationships are
long term in nature and that U.S. and other
foreign banks must continue to play important
roles in financing the economic growth of these
countries.

A second encouraging factor is that both the
banks and the debtor nations have generally
addressed payment problems in a reasonable and
nonconfrontational way. Since 1982, foreign
countries throughout the world have negotiated
more than 50 separate restructuring agreements,
often by postponing principal payments while
remaining current on interest, Argentina, which
has received much attention in recent years
because of its external debt problems, has made
significant progress, and by the early part of this
year had eliminated all interest arrearages on its
public sector debt. Most other major debtor
countries are similarly current on their public
sector interest payments.

Comprehensive data on nonaccrual loans to
developing countries are not available, but the
amount is relatively small. One indication is the
fact that one of this country’s largest lenders
recently reported that only about 7 percent of its
loans to foreign countries that had refinanced
their debt were on a nonaccruing status. This
rate is significantly higher than its overall rate of
nonaccruing loans, but remains a relatively small
percent of its loans to countries with payment
difficulties. Moreover, most of the foreign nonac-
cruing loans are made to private sector borrow-
ers and are due largely to commercial credit
problems, rather than transfer risk problems.

The United States and other major countries
have recognized the serious and long-term nature
of the problems that many of the major debtor
countries face and have endorsed policies that,
when implemented, should help these countries
regain economic health. The Baker Initiative,
which combines additional private and World
Bank lending with structural reforms within the
debtor countries, represents a sound approach to
resolving many countries’ payment problems.
Many countries have already adopted elements
of the approach outlined by Secretary Baker.
Argentina and, most recently, Brazil have under-
taken major economic reforms designed to re-
duce their inflation, encourage local investment,
and promote a more rational pattern of economic
growth. Argentina’s brief experience under its

programs has given promise of what can ulti-
mately be achieved. But permanent success for
Argentina, Brazil, and other debtor countries
embarking on such programs will depend on the
willingness of the industrial countries to maintain
open markets for the exports of these countries
as well as on the countries’ ability to regain the
confidence of their citizens. By merely adopting
policies that stem the flight of capital and encour-
age the return of previous outflows, many coun-
tries could significantly reduce their external
debt problems.

The recent decision by the Executive Board of
the International Monetary Fund to work jointly
with the World Bank in providing at least $3
billion or more of new financing to the least-
developed countries should also help the econo-
mies of the poorest nations. The nominal interest
rates of ¥2 of 1 percent annually should be an
attractive incentive for many of these countries
to enter the program and work with these organi-
zations to implement needed reforms. Although
U.S. banks have relatively little exposure to
these countries, this lending facility and the
coordination by the IMF and the World Bank
that it represents are helpful and encouraging
developments.

Finally, declining oil prices have improved the
economic outlook for Brazil and other heavily
indebted countries and declining interest rates
are generally having a beneficial effect on the
debtor countries. With the recent decline in
interest rates it is estimated that the Latin Ameri-
can countries alone will save $10 billion annually
in interest costs on their short-term and floating-
rate debt.

Despite the progress that has been made,
significant difficulties remain in this sector of
bank lending. The continuing fall in oil prices has
severely disadvantaged Mexico and other oil-
exporting nations, and the full effects of this
trend have not yet been felt. In addition, many
uncertainties surround the adjustment programs
of developing countries and could threaten con-
tinued progress.

Nevertheless, recent economic reforms adopt-
ed by some countries, the lower interest rate
environment, and the significant additions to
bank capital provide hopeful indications that
progress is being made. Recent actions by some
Latin American countries to aliow more foreign
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direct investment are also movements in the right
direction and consistent with the principles em-
bodied in the Baker plan. A number of state-
owned firms have been designated for partial or
complete sale. There is some additional empha-
sis upon measures that would stimulate the pri-
vate sectors in the developing countries, thus
providing for the expected need for increased
employment in those areas. With continued
cooperation and free trade, the debtor countries
and their creditor banks should be able to avoid
major problems.

STRENGTHENED SUPERVISION

I think we can agree that the difficulties in
banking underscore the need for a strong super-
visory framework. Such a framework is even
more important if we are to proceed with deregu-
lation in the banking industry. At the Federal
Reserve, we have taken a number of initiatives to
improve our supervision of banks and bank hold-
ing companies. I would like to review with you a
few of those initiatives.

1. We recently announced intensified sched-
ules for the examination and inspection of banks
and bank holding companies. Under the new
schedule, banking organizations that are experi-
encing problems, as well as the largest organiza-
tions, will be examined: or inspected semiannu-
ally. We have also been increasing the size of
our examination staff to meet these new schedul-
ing requirements.

2. We recently formalized and strengthened
the process of communicating examination and
inspection findings to the directors of banking
organizations. Senior Federal Reserve officials,
including Federal Reserve Bank Presidents, will
communicate these findings directly to directors
of those banks and bank holding companies
subject to the intensified exam schedule. In
addition, a written summary of examination find-
ings—separate from the complete examination or
inspection report—will also be distributed to
these directors. It is encouraging that many bank
boards of directors and chief executive officers
are concerning themselves with the quality of
assets and with the review processes by which
that quality is maintained. In many cases, a more
senior officer has been given the responsibility

under the board and the CEO. More often,
committees made up of outside directors have
been set up to monitor the working out of prob-
lem loans and assets and the processes by which
the institution exercises control over their asset
portfolio.

3. In the area of capital adequacy, minimum
capital requirements were adopted in 1981 to
reverse the decline in bank and bank holding
company capital ratios. Since 1981 capital ratios
have shown a strong increase. The minimum
capital requirements were raised in April last
year for regional and multinational institutions,
and the disparity in minimum capital require-
ments between large and small institutions was
eliminated. In January this year we announced a
proposal to supplement the existing capital re-
quirements with an adjusted capital measure
that, among other things, would take into ac-
count the risk associated with off-balance-sheet
banking activities. In addition, we issued guide-
lines on dividend policies of banks and bank
holding companies to ensure that such policies
do not weaken an organization’s financial posi-
tion.

4. We have taken steps to expand and improve
the flow of information on banking institutions to
strengthen our capacity to monitor the financial
condition of banks and bank holding companies
and to detect problems at an early stage.

At this point, I would like to address a ques-
tion that has been raised frequently in connection
with the ongoing debate on the tax bill as to
whether the reserve method of computing the
allowable tax deduction for bad debts should be
repealed. The proposed repeal would of course
make it more costly for banks to maintain loan-
loss reserves. Moreover, 1 argue that it would
inhibit the growth of loan-loss reserves by dis-
couraging banks from maintaining reserves at
levels at which they might otherwise, thereby
creating some risk in terms of bank safety and
soundness. From my perspective as a bank regu-
lator, I believe measures should be taken to
encourage banks to increase their loan-loss re-
serves. Therefore, from that perspective, I
would favor the retention of the existing tax
treatment for loan-loss reserves, or its liberaliza-
tion. But I recognize, of course, that a decision
on this matter must be made against the need to
achieve reductions in the budget deficit.
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Another matter that has received considerable
attention recently is the whole issue of account-
ing flexibility. For example, there have been a
number of proposals that would allow banks to
defer over a number of years the charge-off of
uncollectible loans. While I strongly endorse the
ongoing efforts to improve accounting principles
and practices, I would caution against any
changes—such as the deferral of loan charge-
offs—that would impair the meaningfulness or
credibility of bank financial statements.

In summary, the banking industry as a whole
has demonstrated a remarkable ability to with-
stand the financial pressures and volatility of the
past several years. To be sure, a considerable
number of banking organizations are experienc-

ing severe strains resulting from heavy exposure
to the agricultural, energy, and in some cases,
the real estate sectors. However, it is important
to keep these problems in proper perspective and
to recognize that the great majority of banks
remain in healthy condition and that the system
is fundamentally sound.

Much progress has been made over the last
several years in encouraging banking organiza-
tions to increase their capital bases, and this
encouragement has contributed significantly to
the ability of banks to withstand periods of
uncertainty and adversity. The prospects of low-
er inflation and interest rates and improved eco-
nomic performance generally augur well for the
future health and stability of our banking system.

Statement by William Taylor, Director, Division
of Banking Supervision and Regulation, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Conservation,
Credit, and Rural Development of the Commit-
tee on Agriculture, U.S. House of Representa-
tives, April 9, 1986.

I am pleased to appear before this committee
today to review the problems that are being
experienced by banks in our agricultural commu-
nities and to discuss various proposals to ease
the strains resulting from these problems, includ-
ing H.R. 3868, the Farm Credit Partnership Act,
and H.R. 4267, the Emergency Farm Income and
Credit Act of 1986.

The agricultural sector of our economy is
experiencing greater problems today than at any
time since the Great Depression of the 1930s.
Farm incomes and farm asset values have de-
clined sharply over the current decade as crop
prices—responding to a major increase in the
global supply of farm products relative to de-
mand—have dropped substantially. Al our farm-
ers have been adversely affected by these devel-
opments but not all to the same degree. Farmers
who are relatively debt free generally have main-
tained strong financial positions, although signifi-
cantly less so than a few years ago. In contrast,
farmers who entered the 1980s substantially in
debt have experienced an erosion in their finan-

cial health that is generally commensurate with
their degree of leverage.

Our staff estimates suggest that about a third of
the full-time producers on commercial-sized fam-
ily farms are experiencing financial stress. This
group owes about one-half of the farm debt of all
such operators. The problems of these farmers
have been compounded by the relatively high
interest rates that have prevailed over the cur-
rent decade. In addition, their efforts to restruc-
ture debt, or to reduce it by selling some of their
assets, have been hampered greatly by the de-
cline in farm asset values.

The great proportion of farm debt is owed to
the Farm Credit System, the Farmers Home
Administration, and individuals. But about one-
quarter of the total is provided by commercial
banks, and the banks that have concentrations of
such loans have been experiencing increasing
stress in recent years. For example, past due and
nonaccrual loans at agricultural banks accounted
for 7% percent of total loans at the end of last
year, up from 6% percent a year earlier, and from
about 5 percent at the end of 1982 (the first date
for which such data are available).! This increase
has taken place even as these banks have made
substantial charge-offs of their loans. Charge-offs

1. For purposes of this testimony, agricultural banks have
been defined as those banks with a ratio of farm loans to total
loans that exceeds the average of such ratios for all banks,
which is now about 16 percent.
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have increased in each year of the decade, rising
from just less than one-third of 1 percent of total
loans in 1980 to more than 2 percent of total loans
last year.

- Given the high volume of loan losses and the
need to add to loan-loss reserves to cover poten-
tial losses inherent in the increasing volume of
poorly performing and nonperforming loans, the
earnings of farm banks have declined steadily
and substantially over the decade. The propor-
tion of farm banks posting negative earnings rose
to 18 percent last year, up from 1 percent at the
turn of the decade. And another 30 percent of all
farm banks reported earnings on equity of less
than 10 percent last year; by contrast, only about
10 percent of the farm banks had earnings this
low during the late 1970s and the early 1980s.
Altogether, agricultural banks recorded a net
return of 6 percent on equity in 1985, down from
16 percent in 1980.

One manifestation of these various negative
trends has been a rising number of agricultural
bank failures. Nearly 70 agricultural banks failed
last year, more than double the number recorded
in 1984 and up from a minimal number in the late
1970s and the early 1980s. Moreover, the number
of farm banks with serious problems has contin-
ued to increase. One indication of this increase is
that at the end of last year there were 330
agricultural banks that had poor-quality loans
that exceeded their total capital; just a few years
ago the number was less than 100. The further
increase in this number reflects not only a rise in
poor-quality loans but also an erosion of capital
that has occurred at many of these banks due to
loan write-offs.

Having reviewed the negative side of the farm
bank situation, I believe it important that I
briefly relate the positive side to provide a bal-
anced perspective, Nearly 93 percent of the total
loans at all agricultural banks are generally of
good quality. One-half of all farm banks reported
earnings last year equal to at least 10 percent of
their equity. Also, agricultural banks generally
have a substantial capital cushion to absorb loan
losses. The ratio of capital to assets at all agricul-
tural banks averaged 9% percent in September
last year, higher than it was at the start of the
decade and well above the ratio of 7%z percent for
the entire banking system,

A number of recent developments should work

to assist the farm economy, including the recent
dramatic fall in energy prices and the substantial
declines in interest rates and in the exchange
value of the dollar. The recently enacted farm bill
offers an additional source of support for farm
incomes. At the same time, however, prospec-
tive supply conditions for farm products, both at
home and internationally, suggest that a substan-
tial rebound in crop prices, and thus in farm
incomes, is not likely to take place in the near
term. Certainly it would appear unwise to base
public policy on the assumption that such a
rebound will take place. Accordingly, while
farmers that are now financially healthy should
be able to avoid serious problems and many
borderline farm operators may be able to work
out of their current difficulties, many other farm-
ers with relatively heavy debt loads face a con-
tinuation of serious difficulties. That situation
means, of course, that a sizable number of farm
banks will also continue to experience severe
strains.

It is altogether understandable that the Con-
gress is seeking to identify approaches by which
appropriate assistance can be provided to trou-
bled farm banks to aid them and their farmer
customers to get through this period. In your
letter requesting a Federal Reserve repre-
sentative to appear here today you asked for
comment on two such proposals, those proposals
set forth in H.R. 4267 and in H.R. 3868. In my
remaining time, I will summarize the Board’s
assessment of these proposals and then review
with you the actions that the Federal Reserve,
the Office of the Comptrolier of the Currency
(OCC), and the Federal Deposit Insurance Cor-
poration (FDIC) have recently taken to help
alleviate the problems being faced by farm banks
and their farmer customers.

REVIEW OF H.R. 4267 AND H.R. 3868

The provisions of Titles II and III of H.R. 4267
would basically augment, with certain modifica-
tions, existing Farmers Home Administration
(FmHA) loan programs. Lenders would be of-
fered the opportunity to receive an FmHA guar-
antee on principal and accrued interest on re-
structured farm loans, provided that the
following conditions are met: (1) principal and
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accrued interest on the original loan are reduced
at least 10 percent; (2) the restructured loan is
extended at an interest rate at or below the
lender’s cost of funds; and (3) the borrower is
able to demonstrate a positive pro forma cash
flow for at least five years after the restructuring.
In addition, lenders would receive an FmHA
interest subsidy of 1 percent for each 10 percent
of loan value written off.

H.R. 3868, the Farm Credit Partnership Act,
would offer a similar package of assistance. It,
too, would provide an interest rate subsidy that
is tied to the size of a principal write-down and
extend a government guarantee to the remaining
loan balance. The interest rate subsidy in this
proposal would appear to be a bit more generous,
however, ranging up to 5 percentage points. It
would be provided as follows: 2 percent by the
federal government; 2 percent by a state govern-
ment (if a state chooses to participate in the
program); and 1 percent by the lender.

It appears that the proposed bills are intended
to encourage a greater volume of farm loan
restructurings by going beyond existing FmHA
programs. Besides the encouragement that
would be provided by the more generous interest
subsidies offered by H.R. 3868, both proposals
would authorize lenders to write off loan losses
over a 10-year period rather than in the year in
which the losses occur, which is the present
practice.

The debt restructuring programs proposed un-
der the two bills would undoubtedly benefit
farmers. Farmers that participate in these pro-
grams would be forgiven part of their debt obliga-
tions and have their interest costs reduced while
retaining full title and use of their assets. Lenders
would also receive clear benefits even though
they would experience a loan write-down and
might stand to receive less interest than was
promised in the terms of the original loans. But
these are conditions that they would face in any
event in the case of these loans so that they are
made no worse off by these features of the
proposals. At the same time, they obtain a full
government guarantee on restructured debt and,
at least in certain cases, receive an interest
subsidy that will provide them greater interest
revenues than they would otherwise receive.

Unfortunately, these benefits to farmers and
banks would not come free, as the costs of a

large part of interest subsidy and of losses on
loans guaranteed would be borne by the taxpay-
er. Besides these budgetary considerations, such
an assistance program raises the question of
whether similar aid should be provided, now or
in the future, for other broad classes of borrow-
ers at U.S. banks and other lenders that are
encountering difficulties.

Besides the budgetary issues, we have serious
reservations regarding the provisions of the bills
that authorize banks to defer loan losses over a
10-year period. Such a deferral does not address
a bank’s fundamental financial problems. Conse-
quently, in the case of a bank whose capital has
been severely depleted or eliminated by loan
losses and whose earnings prospects are poor,
deferral of loss recognition, rather than providing
a solution to a problem, simply puts off the day
when such problems must be faced. And that
raises the clear danger that when the problems
are addressed they will be more difficult to sort
out and resolve and will prove more costly to the
deposit insurance fund. Thus, in such circum-
stances the Board believes that it would be far
better to seek a permanent solution to the bank’s
problem by having it obtain new capital or, if its
problems are too severe, by merging it with a
stronger institution.

There are, of course, less extreme situations in
which a bank has suffered substantial loan losses
but, even after recognition of these losses, re-
tains a sizable amount of capital—although per-
haps not up to minimum supervisory standards—
and has reasonably good prospects for recovery
over time. In these cases rather than allowing
banks to amortize losses over a number of years
and then report regulatory capital at an artificial
level, it would be more straightforward for super-
visors to permit them to operate with capital at
reduced levels, even if below supervisory stan-
dards. The Federal Reserve and other bank
supervisors have decided to employ this ap-
proach as part of their general program for
assisting farm and energy banks.

Another undesirable feature of stretching out
loan losses over a number of years is that this
practice is not consistent with Generally Accept-
ed Accounting Principles (GAAP). As a conse-
quence, regulatory accounting statements would
show levels of capital higher than that level
reported on financial statements prepared under
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GAAP. This disparity would tend to cause public
confusion and impair the usefulness and credibil-
ity of regulatory financial statements.

In this regard the Board would note that gener-
ally accepted accounting principles already pro-
vide a reasonably flexible approach for restruc-
turing troubled but viable loans. In particular,
Financial Accounting Standard No. 15 permits a
lender to restructure troubled loans provided
that under the modified terms the total of antici-
pated future cash receipts can reasonably be
expected to at least equal the original principal of
the loan. This restructuring, too, is an element of
the assistance program that the banking agencies
have agreed to implement to assist farmers.

BANKING AGENCY POLICIES TO ASSIST
FARM AND ENERGY BANKS AND THEIR
CUSTOMERS

Having offered the Board’s general views on
H.R. 3868 and H.R. 4267, I should now like to
review that assistance program with you. The
key elements of the program were first described
on March 11, when the Federal Reserve, the
FDIC, and the OCC issued a joint policy state-
ment in conjunction with their appearance before
the Senate Committee on Banking, Housing, and
Urban Affairs. How these policies might be
specifically implemented were discussed during
the hearings, and further discussions were held
with members of the Senate as well as other
members of the Congress subsequent to the
hearings. One important outcome of these dis-
cussions was that the program, which focused on
farm banks and their customers when the joint
statement was issued, was extended to energy
banks and their customers. At the end of March,
the three agencies decided to formally implement
the assistance program.

For its part, the Board had already instructed
the Reserve Banks—in a telephone conference
call held just after the Senate Banking Commit-
tee hearings—to generally conform their prac-
tices and procedures to the policies outlined in
the joint statement. Written instructions for im-
plementing the program were sent to the officers
in charge of supervision and regulation at Feder-
al Reserve Banks on March 28. Since I am
attaching a copy of this letter, which discusses

the policies of the program in some detail, I will
limit my remarks here to the following summary
of its key elements.?

Capital Flexibility. The Federal Reserve will
exercise -forbearance in applying its capital
guidelines to situations in which banks have
suffered an erosion of their capital base because
of losses on farm and energy loans but have the
clear potential for restoring their capital position
over a reasonable period of time. This approach
is basically consistent with the objective that was
sought in establishing these guidelines—namely
to ensure that banks maintain adequate capital
during reasonably good economic times so that
they are able to withstand and ultimately over-
come unanticipated loan losses or other adversi-
ties that can occur when times turn bad.

Bank Forbearance on Farm and Energy
Loans. The Federal Reserve has reaffirmed its
policy of not discouraging banks from forbearing
on farm loans in cases in which there is a
reasonable prospect that a loan restructuring will
work to the benefit of the bank as well as the
borrower. Recognizing the dislocations that may
result from the decline in energy prices, the
Federal Reserve believes that it is also appropri-
ate to follow this policy in the case of energy
related loans.

Utilization of FASB No. 15. Consistent with
the loan forbearance policy, the Federal Reserve
will not require an automatic charge-off of re-
structured loans when they meet the criteria set
down in Generally Accepted Accounting Princi-
ples—in particular, Financial Accounting Stan-
dard No. 15 (Accounting by Debtors and Credi-
tors for Troubled Debt Restructurings).

Change in Reporting of Restructured Loans.
To avoid possible public association of restruc-
tured loans that are performing in accordance
with modified terms with past due and nonac-
crual loans, such restructured loans will hence-
forth be reported in the regular loan schedule of
the Call Report.

2. The attachments to this statement are available on
request from Publications Services, Board of Governors of
the Federal Reserve System, Washington, D.C. 20551.
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Before concluding, I would point out that the
assistance program will not, by itself, address all
problem situations that appear likely to arise in
the farm and energy sectors. It seems unavoid-
able that we will continue to have banks with
problems so severe that they cannot continue to
operate without an infusion of additional capital
and fresh management. It is very important for
banking supervisors to be able to deal with these
situations as quickly and effectively as possible
to minimize their impact on local communities
and on the banking system generally.

To help achieve the disposition of serious
problem situations in that way, the Federal Re-

serve would encourage the Congress to modify
provisions of the Garn-St Germain Act of 1982
that prohibit acquisitions of failed banks across
state lines before an actual failure occurs and
that also prohibit acquisitions of failed banks
with assets of less than $500 million. The Board
believes that these two constraints should be
eased by allowing across-state acquisitions of
failing banks and by reducing the size of failed
and failing banks that can be so acquired. In
addition the Board also believes that the acquirer
of such banks should be permitted to purchase
the bank’s holding company and its affiliates. [

Statement by Frederick R. Dahl, Associate Di-
rector, Division of Banking Supervision and Reg-
ulation, Board of Governors of the Federal Re-
serve System, before the Subcommittee on
International Economic Policy and Trade of the
Committee on Foreign Affairs, U.S. House of
Representatives, April 22, 1986.

I appreciate the opportunity to appear before this
subcommittee on behalf of the Board of Gover-
nors to discuss the role of the Federal Reserve in
implementing the Bank Export Services Act.
The Board has asked me to emphasize that it
fully supports both the efforts to assure that the
United States has a strong and expanding export
sector encompassing a broad range of industries
and firms, as well as the specific role that bank-
ing organizations, through export trading compa-
nies, can play in this effort. A strong export
sector is a critical element of a healthy economy.
Recognizing this, the Board has sought to admin-
ister the Bank Export Services Act as the Con-
gress intended—to optimize the usefulness of
export trading companies in promoting the ex-
port of goods and services from the United
States.

As you are aware, the Bank Export Services
Act (or BESA), which is Title II of the Export
Trading Company Act of 1982, authorizes bank
holding companies to acquire equity interests in
export trading companies (ETCs), subject to
review by the Federal Reserve Board. This legis-
lation was designed to permit banking organiza-
tions to participate in promoting the export of

U.S. goods and services in a manner consistent
with maintaining bank safety and soundness and
with avoiding the risks, conflicts, and other
adverse effects that the Congress has sought to
prevent through limitations on the combination
of banking and commerce. To this end, the
Board is required to review each proposal for
unsafe or unsound banking practices, undue con-
centration of resources, decreased or unfair com-
petition, conflicts of interest, and for any materi-
al adverse effects on the safety and soundness of
affiliated banks.

Having established these safeguards, the Con-
gress permitted these ETCs to engage in a broad
range of activities and services that assist in
conducting international trade. These activities
include international market research, consult-
ing, insurance, transportation, product research
and design, product modification, taking title to
goods, and many others.

In October 1984, the Board submitted a report
to the Congress that described the Board’s im-
plementation of the BESA to that date. My
intention today is to provide the subcommittee
with an update of that report, including a descrip-
tion of the extent and nature of current opera-
tions of ETCs in which banking organizations
have invested, and an assessment of their per-
formance.

Ever since the passage of the BESA, the
Board’s approach has been to establish regula-
tions that further the chief purpose of the legisla-
tion—promotion of exports from the United
States—while maintaining the safety and sound-
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ness of the investing banking organizations. I
believe that the Board’s regulations have met
these objectives while keeping its procedures for
banking organizations to invest in ETCs to a
minimum,

INVESTMENTS BY BANKING
ORGANIZATIONS

At the time of the Board’s Report to the Con-
gress submitted in October 1984, two years after
passage of the Export Trading Company Act, the
System had acted upon 29 notifications to estab-
lish export trading companies. As of April 15,
1986, the Federal Reserve System had acted
upon 40 notifications to make initial investments
in export trading companies. Most of this activity
occurred between mid-1983 and early 1985. In
the past year, there has been a noticeable decline
in such investments. There is currently one noti-
fication pending in the Federal Reserve System.

In addition, the System has acted upon eight
notices to make additional investments in ETCs
or to expand the scope of their activities. The
Board has not objected to any notification to
establish ETCs or to expand the scope of their
activities.

These numbers, however, do not accurately
reflect current bank holding company involve-
ment in ETC activity. Eleven of those ETCs on
which the Board acted are not currently opera-
tional. Accordingly, as of April 15, 1986, there
were 29 operating ETCs owned by bank holding
companies. (Tables attached as an appendix to
this testimony show the status of each ETC
notification acted upon by the Federal Reserve
System.!)

The performance of operating ETCs has been
tracked in a number of ways including the annual
reports by, and regular inspections of, bank
holding companies, and frequent, informal con-
tacts that the Reserve Banks have with bank
holding companies in their Districts. Drawing on
these sources of information, it is clear that the
operations of these ETCs have not lived up to

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

expectations. In a number of instances ETCs
have scaled back their operations significantly
since they opened. All but a few of the active
companies have had operating losses.

Many of the difficulties that ETCs have experi-
enced have been those normally associated with
the startup of new lines of business. These
startup difficulties have, of course, not been
limited to the ETCs owned by banking organiza-
tions. Besides those difficulties, some of the
problems that we have seen are peculiar to the
activities of trading companies, regardless of
how long they have been operating. For exam-
ple, one ETC encountered substantial difficulties
because a major customer broke the terms of its
trade agreement; another had its capital wiped
out because of its inability to deliver on a major
contract; and a third was closed after encounter-
ing significant losses because of the holding
company’s inability to control the trading activi-
ties of its ETC. Besides these cases, at least four
bank holding companies have discontinued the
operations of their ETCs either temporarily or
permanently because the operating losses were
found to be unacceptable.

More fundamentally, the fact that ETC per-
formance has not met expectations is attributable
to the generally bad export climate that has
existed for several years as illustrated by the
U.S. trade deficit, which increased from $25
billion in 1980 to approximately $125 billion in
1985. As'is generally well known, the weakness
of U.S. exports reflects a number of macroeco-
nomic developments that took place in the early
to mid-1980s and that have continued until fairly
recently: the very substantial rise of the dollar
against foreign currencies; the relatively sluggish
growth of real activity in foreign industrial coun-
tries; and the drop in imports of countries experi-
encing debt-burden difficulties, especially Mexi-
co and other Latin American countries.

The appreciation of the dollar until early 1985
has had a particularly severe effect on the inter-
national price competitiveness of U.S. products.
Although a large part of the dollar’s appreciation
has been reversed over the past several months,
we cannot expect any immediate improvement in
U.S. export performance. Nevertheless, the im-
proved prospects for U.S. export performance
make it reasonable to expect the outlook for
bank-affiliated ETCs to get better,
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The factors just mentioned have been the
major force delaying development of ETCs affili-
ated with banking organizations. The Board’s
administration of the BESA has not been a
barrier to accomplishing the goals of the act. All
of the notifications have been acted upon within
the 60-day time period set forth in the statute,
and no notification by a bank to invest in an ETC
has been disapproved. Moreover, to expedite
review of notifications the Board has decentral-
ized the process and given the Reserve Banks
authority to act on most ETC notifications. Fif-
teen of the 24 notifications to establish ETCs
filed after adoption of the delegation procedures
were processed by the Reserve Banks with no
Board review. In addition, when the Board has
reviewed notifications, it has not placed specific
limitations or restrictions as a condition of per-
mitting an investment, although it has taken note
of, and commented upon, the scope of some of
the proposals.

THE BOARD’'S REGULATIONS
IMPLEMENTING THE BESA

I will now discuss four aspects of the Board’s
implementation of the BESA. These issues,
which were treated at length in the Board’s 1984
report to the Congress on implementation of the
BESA and were also the focus of discussion in
the recent GAO report on Implementation of the
Export Trading Company Act of 1982, are the
following: (1) the revenues test for ETCs; (2)
leveraging of ETCs; (3) exemption of transac-
tions by banks with affiliated ETCs from the
requirements of section 23A; and (4) the export
of services by ETCs and their affiliated compa-
nies.

1. Calculation of Export Revenues. At the
outset I must emphasize that the chief purpose of
the BESA was the promotion of U.S. exports.
The BESA was not designed to promote interna-
tional trade outside the United States or imports
into this country. The BESA defines an ETC as a
company that is ‘‘exclusively engaged in activi-
ties related to international trade’’ and that is
‘“‘organized and operated principally for pur-
poses of exporting [or facilitating the export of]

goods and services produced in the United
States. . . .”” This definition reflects the goal of
the Congress of using the facilities and expertise
of U.S. banking organizations to improve the
export performance of U.S. manufacturing and
servicing firms. In accordance with this purpose,
the Board’s regulations establish that an ETC in
which a banking organization may invest shall
derive more than one-half of its revenues over a
two-year period from U.S. exports or from facili-
tating U.S. exports.

This revenues test was designed to ensure that
the chief efforts of an ETC are directed to
exporting U.S. goods and services, as the Con-
gress intended, rather than to trading outside the
United States. This position is fully supported by
the legislative history of the BESA. The Confer-
ence Report states:

[Wilhile it is understood that ETCs will periodically
have to engage in importing, barter, third party trade,
and related activities, the managers intend that such
activity be conducted only to further the purposes of
the Act.

Some bank-affiliated ETCs have advocated
excluding from the revenues test those revenues
generated from trade outside the United States.
They claim that counting those revenues as non-
export revenues restricts the ability of ETCs to
compete with foreign-owned trading companies.

The reason that the Board has not taken this
approach is that it would permit an ETC to
engage almost exclusively in trade outside the
United States with little or no benefit to U.S.
export performance and yet would subject the
affiliated U.S. banking organization to all the
risks of the trading activity. Such a result is not
consistent with the intent of the Congress in
enacting the BESA—which, as I have stated,
permits banking organizations to invest only in
ETCs ‘*‘organized and operated principally for
the purpose of exporting . . . goods and services
produced in the United States’’ (emphasis add-
ed).

2. Leveraging. In reviewing notices by bank-
ing organizations to invest in ETCs, the Board
considers the assets-to-equity ratio of each pro-
posed ETC on a case-by-case basis. In this
review, the Board takes into account the riski-
ness of the proposed activities of the ETC. This
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is done to carry out the Board’s duty to preserve
the safe and sound operation of bank holding
companies and their affiliated banks.

In the International Lending Supervision Act
of 1983, the Congress required the bank reguia-
tory agencies to ‘‘cause banking institutions to
achieve and maintain adequate capital by estab-
lishing minimum levels of capital for such bank-
ing institutions.’’ These levels have been estab-
lished. For this purpose, capital requirements are
assessed on a consolidated basis, although the
capital adequacy of subsidiary organizations is
also taken into account. The latter is necessary
because the condition of affiliated organizations
can have an important effect on their related
banks.

Capital adequacy is a critical element in the
financial strength of an ETC and its ability to
withstand unexpected adverse developments. A
sufficient capital cushion is necessary to prevent
an ETC’s difficulties from affecting the financial
resources of the parent holding company or the
safety and soundness of affiliated banks.

In general, the Board is still in the process of
assessing the capital needs of ETCs and has not
established capital, or leveraging, requirements.
To the extent ETCs engage in nonbanking or
nonfinancial activities that pose greater risk, it is
not unreasonable to expect ETCs to maintain
higher capital ratios than banks. As a general
matter, capital levels should be commensurate
with the risk of the company’s activities.

To streamline ETC notifications, the Board
has delegated the authority to review a banking
organization’s notice of intent to invest in an
ETC to the appropriate Federal Reserve Bank.
If, however, the proposed leveraging ratio of the
ETC exceeds 10:1, then Board review is re-
quired. The proposed leveraging ratio, together
with the other facts pertaining to the proposal, is
then evaluated on a case-by-case basis.

In this regard, the Board recently acted on a
request from a bank holding company that had
established its ETC under the delegated proce-
dures. The bank holding company sought to
adopt a leveraging ratio for its ETC that was
higher than the 10:1 ratio it had proposed to the
Reserve Bank earlier. After having determined
that the nature and riskiness of the activities
proposed for the ETC were similar to those of
secured lending transactions, the Board ap-

proved a leveraging ratio of 17:1. This action is
illustrative of the flexible approach followed by
the Board with respect to the capitalization of
ETCs. More generally, the Board has not condi-
tioned approval of any ETC notice on a specific
leveraging ratio.

3. Exemption of Transactions by Banks with
Affiliated ETCs from the Requirements of Sec-
tion 23A. The BESA provides that transactions
between a bank and its affiliated ETC are cov-
ered by section 23A of the Federal Reserve Act.
Section 23A generally limits the amount of credit
that banks may extend to a nonbank affiliate and
subjects such credit extensions to certain collat-
eral requirements. The purpose of Section 23A is
to protect the safety and soundness of the bank
by identifying and restricting those classes of
affiliate transactions that could result in losses to
a bank because the affiliate relationship may
have colored the bank’s objectivity in evaluating
the creditworthiness of the borrower.

Experience over the years has demonstrated
that limitations on self-dealing between a bank
and its affiliates are essential to prevent abuses,
to maintain bank safety and soundness, and to
prevent excessive risk to the federal safety net.
Accordingly, the Board as a matter of policy has
generally not granted exemptions from section
23A. With respect to ETCs, however, the Board
has included in its regulations a waiver from the
strict collateralization standards of section 23A
for those transactions in which the ETC takes
title to goods against a firm order and the lending
bank maintains a security interest in those goods.
The Board has determined that in these circum-
stances a waiver would permit ETCs to obtain
financing for transactions in goods without creat-
ing undue risk to the affiliated bank. In addition,
the Board has stated that it would consider
granting. ETCs additional waivers from these
collateral requirements based on specific re-
quests.

The experience to date, though limited, rein-
forces the desirability of maintaining the protec-
tions afforded by section 23A. In at least one
instance that we are aware of, a bank lent to its
affiliated ETC in violation of section 23A. The
loan went bad because of misjudgments on the
trading side, and significantly affected the condi-
tion of the bank. Therefore, we question the
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wisdom of a total exemption from section 23A
for transactions with an ETC, as some bank-
affiliated ETCs have suggested. Especially in the
area of extensions of credit, it is important to
strike the proper balance between encouraging
the growth of ETCs and preventing imprudent
banking practices.

4. Exporting Services. The BESA requires that
a bank-affiliated ETC engage ‘‘exclusively” in
activities related to international trade and *‘prin-
cipally” in exporting or facilitating exports from
the United States. The Congress permitted an
exception to the traditional separation between
banking and commerce for investments by bank-
ing organizations in ETCs because it viewed
banks as ‘‘the best intermediary between the
potential U.S. exporter and the foreign buyer
because they already have offices (branches) at
both ends of the chain, and are already communi-
cating with business people on both ends.”” To
further this purpose, the Board’'s regulations
provide that an ETC in which a banking organi-
zation may invest must derive more than one-
half its revenues from exporting or facilitating
the export of goods and services produced in the
United States by persons other than the ETC or
its subsidiary.

Under the BESA and the Board’s regulations,
a banking organization may invest in a company
that offers any of a variety of services that in one
way or another facilitate trade. A banking organi-
zation, however, may not invest in any company
of its choice simply because that company has
foreign customers. Such an interpretation would
have the effect of substantially increasing the
scope of activities in which a bank holding com-
pany could engage both in the United States and
abroad. It not only would deviate from the
purpose of the BESA but would disrupt the
framework that the Congress has established in
the Bank Holding Company Act for investments
by bank holding companies in other nonbanking
companies. It would permit banking organiza-
tions to invest in an ETC engaged in an otherwise
prohibited nonbanking activity simply on the
grounds that the company had foreign custom-
ers.

The Board’s regulations do not limit the ability
of bank-affiliated ETCs to provide trade ser-
vices. On the contrary, the BESA and the

Board’s regulations permit bank-affiliated ETCs
to offer a broad range of trade-related services
both in the United States and abroad. For exam-
ple, the BESA and the regulations permit ETCs
to provide consulting, market research, market-
ing, insurance, product research and design, legal
assistance, transportation including freight for-
warding, warehousing, foreign exchange, financ-
ing and taking title to goods, when provided to
facilitate the trade in goods and services pro-
duced by others. According to the notifications
to the Federal Reserve, a number of ETCs are
providing many of the trade services listed in the
statute. Moreover, the Board has recognized that
this list of services is not exhaustive. As an
example, upon demonstrating that the activities
were related to international trade, one ETC has
acquired a company in England that engages in
customs bonding services and in certain types of
inventory control services related to cross-bor-
der trade.

A bank-affiliated ETC may provide these and
other trade services to any of its affiliates (other
than a subsidiary), including its parent bank
holding company and its bank and nonbank
affiliates, and to its customers to facilitate the
export from the United States of the services of
the affiliate or the customer. Revenues derived
from such services would be considered export
revenues under the Board’s regulations. A bank-
affiliated ETC could also form a joint venture
with a manufacturing or a service company to
export the goods or services of the joint venture
partner. Revenues derived from these activities
are also considered export related and count
toward meeting the revenues test in the Board’s
regulations.

SUMMARY

In sum, the Board believes that its regulations
appropriately implement the BESA by furthering
the purposes of the statute to promote the export
of U.S. goods and services while maintaining the
safety and soundness of the banking organiza-
tions that invest in ETCs. The Board has sought
to maintain flexibility in its approach to such
investments because of the difficult export envi-
ronment and because there is still little experi-
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ence with the industry generally. The Board
expects to continue to review its policies in light

of increased experience regulating investments
in ETCs and in response to individual requests.

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Telecommunica-
tions, Consumer Protection, and Finance of the
Committee on Energy and Commerce, U.S.
House of Representatives, April 23, 1986.

I appreciate this opportunity to discuss the rapid
growth of debt in the United States and its
possible implications for our financial markets
and economy. As you know, this is a subject
about which I have expressed some concern
from time to time over the past few years, and I
welcome an exploration of the many difficult and
complex issues it raises. Given those difficulties
and complexities, no single hearing can do more
than identify tendencies, raise questions, and
point to areas for further study. In that sense,
this testimony is more descriptive than prescrip-
tive, but I think it does suggest the importance of
the subject.

The increase in indebtedness since the early
1980s certainly has been extraordinary.! The
debt of domestic nonfinancial sectors—the mea-
sure of credit monitored by the Federal Open
Market Committee—has increased at rates rang-
ing from about 11 to 14 percent in each of the
three years of the current economic expansion.
This growth has been much faster than the
nominal increase in GNP and income, breaking a
pattern that had persisted through most of the
postwar period.

Until the early 1980s, debt and income expand-
ed at roughly comparable rates over time, and
the ratio of debt to income fluctuated at or just
below 140 percent. Since then, however, as debt
expansion far outpaced the growth of income,
this ratio has risen sharply to almost 170 percent
at the end of 1985. Historically, changes of that
magnitude, up or down, are unusual except in
highly disturbed economic circumstances—de-

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

pressions, wars, or major inflations—not just in
the United States but also, so far as comparable
statistics are readily available, in other major
countries. That fact itself raises questions as to
what is different now.

In that connection, I should emphasize that
there is nothing particularly significant or alarm-
ing, in itself, about one or another ratio of debt to
income. Even if the statistics were fully compa-
rable and accurate through time, there are a
number of reasons why the ratios might change
over time or between countries. One major influ-
ence, for instance, is the amount of financial
intermediation characteristic of an economy.
The data I just cited nets out debt of defined
financial intermediaries—banks, thrift institu-
tions, finance companies, and other ‘‘financial’’
firms. But ‘‘nonfinancial’’ firms and govern-
ments both lend and borrow, more today than
before, and, from one point of view, the related
debt is double counted in the data. Stated anoth-
er way, offsetting borrowings and loans on bal-
ance sheets of firms may not suggest the same
risks and ‘‘leveraging”’ as borrowings not
matched by comparable financial assets.

However, even after allowing for identified
areas of -double counting or greater intermedia-
tion—for instance, the spate of advance refund-
ings late last year by state and local govern-
ments—the overall data do strongly suggest
greater ‘‘leveraging’’ among borrowers; that is, a
larger burden of interest and principal payments
relative to net worth and income streams. In the
corporate sector, the same conclusion is implicit
in the massive net retirement of equity recently,
amounting to some $150 billion over the last two
years, even though retained earnings have been
rising.

The willingness to take on large volumes of
additional debt certainly has not impeded the
economic expansion. To some degree, the high
levels of borrowing have helped support the
spending needed to keep the economy growing.
However, at some point a rising debt load is not
sustainable. Debt cannot rise without limit rela-
tive to the income needed to service it, and
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increased leveraging implies smaller safety mar-
gins to deal with economic adversity. Conse-
quently, continuing rapid growth of debt has
disturbing implications for the fragility of the
financial system over time, and the question is
especially apropos at a time when certain impor-
tant groups of borrowers are already under se-
vere financial stress. The vulnerability of the
economy to unanticipated increases in interest
rates or a shortfall in income appears to be
increasing, rather than the reverse. Surely we
must be concerned about achieving a better
balance in the sources of our economic expan-
sion if we wish it to be sustained.

SOURCES OF CREDIT GROWTH

The very structure of the growth of debt in the
last few years reflects underlying imbalances in
our national economy. To a considerable extent,
the unusually rapid growth of debt in recent
years directly reflects the borrowing by the fed-
eral government to finance an unprecedented
string of budget deficits. Usually, budget deficits
and federal borrowing decline as the economy
recovers from recession, boosting tax receipts.
In the past three years, by contrast, the budget
deficit has remained extraordinarily high during
the expansion, and federal debt held by the
public has grown more than 15 percent each
year.

The federal government is our strongest bor-
rower, and an increase in the federal debt ordi-
narily would not connote greater weakness in our
credit structure. Even then, however, the need
to service that debt requires higher taxation than
would otherwise be necessary—with conse-
quences for economic efficiency—and pressures
of government debt service have historically
sometimes led to excess money creation and
inflation.

Viewed from an economy-wide perspective,
large borrowings by the federal government have
typically been accompanied by small increases in
private debt. In the current setting, however,
borrowing by nonfederal sectors also has been
unusually strong, with indebtedness by house-
holds, businesses, and state and local govern-
ments all rising relative to GNP.

In that sense, it’s hard to see direct evidence of

‘‘crowding out’’ of private borrowing. In sub-
stantial part, the simultaneous rapid expansion of
both federal and private debt has been a reflec-
tion of the relative ease with which this country
has attracted savings and capital from other
countries in recent years.

In effect, there has been a massive imbalance
between the generation of loanable funds at
home and the amount of borrowings. The result-
ing pressures on interest rates have been moder-
ated by the capital inflow from abroad. But that
inflow exacts a price. The net transfer of finan-
cial resources has been accompanied by a similar
transfer of real resources to the United States—
or to put it in more comprehensible language,
record trade deficits. And we have, in the space
of a few years, reversed our position as the
largest world creditor (net) and are in the process
of becoming the largest world debtor.

We do not want those developments to contin-
ue indefinitely—ultimately they are both politi-
cally and economically unsustainable. The will-
ingness of foreigners to advance credit to the
United States is not inexhaustible, and the capi-
tal inflow and related trade deficit has been
maintained at the expense of our own manufac-
turing industry.

Moreover, for a country as well as an individ-
ual or business, rising debt levels imply greater
obligations to make interest payments out of
future income. This situation would be of less
concern if the foreign savings could be seen as
being used to build up our domestic productive
capacity, improving our prospects for growth
and giving us a stronger base from which to make
interest or dividend payments abroad. But with
domestic investment spending relatively modest
in recent quarters, it seems evident that in large
measure the foreign lending is going, directly or
indirectly, to fill the deficiency in domestic sav-
ing created by federal deficits. In a real sense,
the rapid growth of federal debt and imbalance in
foreign transactions has placed a mortgage on
our future.

Perhaps the most striking evidence of greater
willingness to incur debt can be found in the
substitution of debt for equity associated with
the wave of mergers, leveraged buyouts, and
stock repurchase programs over the past few
years. These activities resulted in the gross re-
tirement of about $100 billion in outstanding



400 Federal Reserve Bulletin [0 June 1986

equity of nonfinancial corporations in 1984 and
again in 1985, funded in the initial stages primari-
ly by new debt issues, amounts not nearly offset
by new sales of equity.

The unusual volume of equity retirements may
have accounted for roughly 1 percentage point of
debt growth in each of the past two years. While
some of this debt may subsequently be paid
down through sales of assets, or with equity
obtained by sales of stock or internally generated
cash flow, it seems clear that at least for some
time a significant number of businesses will be
carrying more debt, and therefore greater finan-
cial exposure, than if these corporate restructur-
ings had not occurred.

These concerns are mitigated by the substan-
tial profits and cash flow of many businesses, so
that equity and -cash cushions have been better
maintained than debt data alone might suggest.
Moreover, the recent surge in stock prices has
greatly bolstered the market value of corporate
equity—ratios of market valuations of corporate
debt to equity have actually declined in the past
year. Declining interest rates also moderate the
debt burden. Nonetheless, the trend in debt
creation, if extended, would imply some increase
in financial risk for the economic system.

In the household sector, saving rates have
been unusually low, and both consumer and
mortgage indebtedness have risen much more
rapidly than disposable income. Some part of the
rise in the ratio of debt to income for house-
holds—which stands at a postwar high—un-
doubtedly reflects lengthening debt maturities,
shifting demographics, and greater convenience
use of credit, rather than an underlying increase
in debt burdens. Even so, it appears that house-
holds, like businesses, have become more willing
to take on debt, at the expense of more vulnera-
ble financial positions.

SHIFTING ATTITUDES TOWARD DEBT

The reasons for the apparent shift in attitudes are
not easily identified and quantifiable. It is evi-
dent that the tax system favors debt over equity
sources of funds for businesses through its differ-
ential treatment of interest and dividend pay-
ments. The tax system also encourages house-
hold borrowing by allowing unlimited deductions

for interest expenses. However, these provisions
and their incentives have not substantially
changed in the 1980s, and lower marginal tax
rates tend to reduce the incentives.

The inflation experience of the 1970s probably
had a profound effect on attitudes toward debt.
During much of that period, inflation rates out-
stripped interest rates, making leveraged buying
a seemingly attractive economic strategy. Some
borrowers may have expected inflation to pick
up again as the economy expanded after 1982,
inducing them to buy in advance of price in-
creases and in anticipation of repaying debts in
dollars of lower real value. Perhaps they looked
to some degree to the borrowing patterns of the
federal government as justification of a view that
debt creation is benign.

This tactic might have seemed quite risky and
unattractive if borrowing had to be done at the
high, long-term rates prevailing over this period.
But the greater availability of short- and floating-
rate instruments reduced the risk considerably
because if inflation did not rebound short-term
rates would be expected to move lower.

The shift to floating-rate instruments is but one
example of innovations in financial markets that
have played a role in supporting, if not encourag-
ing, the growth of debt. The proliferation of
techniques such as interest rate swaps, securiti-
zation of loan portfolios, and third-party guaran-
tees may have given borrowers access to sources
of funds that might otherwise have been closed to
them, and reduced perceptions of risk. Many
smaller or growing companies have long used
low or unrated bonds as an important financing
technique, and those securities clearly have a
legitimate role in finance. But recent innova-
tions, relying on the use of such bonds to finance
large takeovers of well-established companies,
seem to have opened new channels from lenders
to borrowers, increasing the flow of credit for
particular uses.

For intermediaries, the rapid development of
secondary markets at home and abroad for loans
of various types has enabled them to originate a
far larger volume of credit than would be consis-
tent with their own command over resources. In
addition, concerns over exposure to interest rate
fluctuations probably do not constrain asset
growth at banks or thrift institutions to the
degree that they once did, given the greater
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opportunities to structure both assets and liabil-
ities to manage the degree of interest rate risk.

At the same time, elimination of most deposit
rate ceilings allows depository institutions to
compete for funds for lending under a variety of
circumstances, even if interest rates were to rise
sharply. And the lifting of many usury ceilings
has meant that lenders would continue to be
willing to make credit available under such con-
ditions. Thus, deregulation has substantially di-
minished the threat of constraints on credit avail-
ability as credit markets tighten, though it may
also imply a wider swing in interest rates over the
cycle.

From one perspective, these developments
have increased the efficiency of our credit mar-
kets and improve the distribution of saving
among competing uses. The greater variety of
instruments available enables borrowers to tailor
the maturity and other characteristics of debt to
their specific needs or expectations. And with
deregulation, borrowers probably feel a greater
sense of assurance that funds will be available to
roll over existing debt, even if interest rates
should rise. On the supply side of the credit
market, the ability of intermediaries to reduce
interest rate risk, to compete for funds without
regulatory constraint, and to replenish lendable
funds through sales of assets probably has en-
couraged a more aggressive pursuit of lending
opportunities and an eager embrace of innova-
tive techniques to appeal to borrowers.

CONSEQUENCES AND CONCERNS

On balance, the net effect of shifting attitudes
and financial innovation appears to have been to
increase the expansion of private debt. Many of
the particular techniques developed are designed
to reduce risks for one or more of the parties
directly involved. The larger question remains as
to whether risks have, in fact, been reduced on
balance for the financial system and the economy
as a whole. The increase in total debt burdens,
the longer and larger chain of transactions be-
tween ultimate borrowers and lenders with a
diffusion and possible widening of credit judg-
ment, and the greater internationalization of the
system all raise questions.

One thing seems reasonably clear. More of the

risk of unexpected movements in interest rates
has been shifted onto borrowers. Most recently,
borrowers have benefited from this shift, as
declining interest rates have reduced their inter-
est costs and enabled them to extend debt matu-
rities at considerably lower rates than if they had
been using long-term credit all along. But the
strategy can, and does, carry considerable risk
that an unanticipated rise in interest rates could
sap the financial strength and creditworthiness of
a substantial number of borrowers.

My general concern relates primarily to the
degree to which the continuing buildup of debt
may, as a by-product of eroding financial posi-
tions, leave a substantial number of borrowers so
extended that they would have great difficulty
dealing with unanticipated financial setbacks. Of
course, borrowers ordinarily do not take on debt
that they expect, with any high degree of proba-
bility, will cause them problems ahead (although
even that assumption may not be valid with
respect to a relatively few depository institutions
in hard-pressed financial circumstances that
have been willing, in effect, to make high-stake
gambles with insured depositors’ money). None-
theless, the larger the share of income devoted to
debt servicing in relatively prosperous times or
the smaller the equity cushion—and that has
been the trend over rather a long period of time—
the more likely it is that an unexpected shortfall
in income or rise in interest rates will lead to
problems in meeting obligations.

For individual borrowers, income could weak-
en owing to factors beyond their control, reflect-
ing conditions in a particular region or industry
as well as a general downturn in the economy. A
substantial rise in interest rates could prove
especially troublesome, given the still heavy
reliance on short-term or floating-rate debt,
Many borrowers may minimize such possibili-
ties—and economic policy typically works to
limit the risk. But all of history suggests that it
would be shortsighted to behave as if such possi-
bilities did not exist.

The agricultural sector of our economy pro-
vides ample evidence of the effect of unexpected
developments on highly leveraged borrowers.
Those farmers who went deeply into debt in the
late 1970s in anticipation of maintenance of high-
er land and crop prices are experiencing the most
agonizing difficulties as these expectations are
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not fulfilled. Their problems in turn have severe-
ly weakened a number of agricultural lenders.

Potential vulnerabilities are suggested not only
by elevated debt-to-income ratios throughout the
economy, but also by the deterioration or disap-
pointing performance of certain more direct indi-
cators of financial distress at a time of rising
economic activity generally. Corporate bond
downgradings, for example, have trended sharp-
ly higher over the past two years, reflecting in
part concerns about the effects of additional
leveraging on the financial strength of certain
corporations. In addition, problems in the house-
hold sector are indicated by some upward ten-
dency in delinquency rates on consumer and
mortgage loans or other measures of financial
distress during the expansion period.

In another vein, I addressed earlier some of
the implications of our growing dependence on
capital and credit from abroad. That is hardly a
dependable source of financing for years to
come, and indeed will shrink as our trade balance
improves, as we hope.

I do not suggest that these developments point
to some inexorable accumulation of debilitating
financial difficulty. Indeed, there are a number of
developments currently working in the opposite
direction. Recent substantial declines in interest
rates and increases in stock prices have helped to
alleviate pressures on financial positions. The
fall in rates by itself will reduce debt-servicing
burdens, and both firms and households have
taken advantage of the considerable downward
movement in long-term rates to lengthen the
maturities of their liabilities, locking in lower
rates and reducing exposure to an unanticipated
rise in short-term rates. The higher stock prices
are currently strengthening the financial posi-
tions of many individuals and companies. New
stock issues have picked up. And recent regula-
tory and supervisory initiatives can help.

At the same time, enough has gone on, and
continues to go on, to raise clear warning signals,
to justify further analytic effort, and to support
action in areas in which such action is plainly
warranted.

ADDRESSING THE CONCERNS

We know enough to understand that dispropor-
tionate increases in debt extended over years do

not constitute a solid, sustainable base for satis-
factory economic growth and stability indefinite-
ly into the future. Ultimately, debt can only be
serviced from income. If that relationship is
strained, financial pressures will jeopardize fur-
ther growth in income itself, aggravating the
difficulties. The time to act is before the strains
become oppressive, not after.

The most direct step that can be taken by the
government itself to address concerns about the
growth of debt is to decrease, and eventually
eliminate, the federal budget deficit. Such a
course will reduce pressures on domestic credit
markets, freeing domestic savings to be chan-
nelled into domestic investment and encouraging
further restructuring of balance sheets through
greater reliance on long-term debt and equity. By
promoting better balance between spending and
income domestically, this course will also work
to reduce dependence on foreign capital.

Some of these effects already were discernible
as the Gramm-Rudman-Hollings legislation
moved toward passage late last year; the im-
proved outlook for budget balance appeared to
contribute materially to the decline in rates on
bonds and fixed-rate mortgages, in an environ-
ment in which the dollar was also depreciating
toward levels more consistent with restoring the
international competitive position of U.S. prod-
ucts. Concrete actions to implement the law will
provide a constructive background for financial
markets over coming years, partly by its direct
effects and partly by reducing the changes of a
resurgence in inflationary pressures.

Beyond that step, I believe that the time has
come for the Congress to also address those
elements of our tax code that so strongly favor
debt finance. While that ‘‘bias’’ has long existed,
other changes in the economic and financial
environment seem to have had the effect of
making it more important in decision-making.

The original Treasury tax reform proposal had
some limited elements that moved in the right
direction; they have subsequently been dropped
or sharply diluted. One lesson, I suppose, is that
no strong constituency has emerged for a reform
with such diffuse and seemingly indirect benefits.
But [ also believe that other efforts to reduce
excessive reliance on debt in the private sector
pale into relative insignificance so long as that
basic bias imbedded in the tax system exists.
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I noted that deregulation and innovation may
encourage growth of debt. Those changes re-
spond to basic technological and competitive
forces that cannot be denied. We can, however,
respond in constructive ways, strengthening
when necessary oversight of key markets and
intermediaries so that they do not become the
unwitting vehicles for the spread of problems
through the economy.

To this end, the Federal Reserve, working in
concert with other regulators of depository insti-
tutions, has stepped up its examination of banks
and bank holding companies, tightened capital
standards, and proposed keying those standards
to the risk profile of the banks. We and the other
bank regulators are also acting to deal with
present points of strain, particularly in the agri-
cultural and energy areas, through a variety of
techniques. We have also joined with the other
regulators in requesting that the Congress extend
and liberalize legislative authorization for inter-
state acquisition of troubled institutions.

These are essentially defensive measures, de-
signed to keep immediate problems from infect-
ing the financial system more generally by easing
adjustments by individual institutions and local
areas. They are not, and cannot be, a substitute
for forward-looking structural change.

In that connection, it seems to me imperative
to clarify and modernize the laws governing the
structure of our depository and financial sys-
tems. Too often in recent years, old legislation
has clashed with new market facts. Accommoda-
tion is achieved more by the exploitation of
perceived loopholes in existing law then by a
well-considered design of how we want the finan-
cial system to evolve. Distinctions among bank-
ing, other financial institutions, and commercial
firms are fast eroding with little considered de-
bate—and less action—to guide the process.

For a long time, as the result of the lessons of
past financial crises, the unique role of banking
and the payments system in our economy has, in
concept, been recognized through provision of a
federal ‘‘safety net,”” backed up by special over-
sight and supervision. Today, the distinctions
underlying that approach are rapidly eroding,

raising new questions about our ability to main-
tain the stability of the whole. The situation cries
out for review and for new laws, adapted to the
problems of today and tomorrow.

Nor can we evade a review of the basic
safeguards and trading practices in other key
sectors of financial markets, given the complex
interdependencies that exist. One specific exam-
ple came to your attention last year, and the
Committee responded by providing a legislative
framework for limited surveillance and regula-
tion of the government securities market. As you
know, action has not yet been completed on that
matter.

CONCLUSION

In one sense, the extraordinary volume of credit
flows in recent years is a tribute to the efficiency
and innovative instincts of financial intermediar-
ies, borrowers, and lenders alike. There has been
rapid and effective response to new technological
possibilities.

Those same developments also highlight the
complex interactions involved and the new inter-
dependencies created. And, in the end, credit
creation is constructive only to the extent the
obligations are manageable in relation to income.

It is in those areas that questions arise.

I must emphasize that the government can
take a number of basic steps to address concerns
about the rapid growth of debt. These include,
most importantly, a balanced approach to eco-
nomic policy, including cutting excessive budget
deficits and a fresh look at some important
provisions of the tax code. Government must
also provide a supervisory and regulatory struc-
ture to promote a sound financial system.

Ultimately, and quite properly in our free
market economy, the strength of our financial
system must also ultimately rest on the prudent
decisions of private parties. Borrowers and lend-
ers must recognize risks and act to manage them.
In such a context, the growth of debt would hold
no concerns for us, but rather would be seen as
an integral part of a healthy and active economy.
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Announcements

CHANGE IN THE DISCOUNT RATE

The Federal Reserve Board announced a reduc-
tion in the discount rate from 7 percent to 6%;
percent, effective on Monday, April 21, 1986.

The action taken is a technical change de-
signed to place the discount rate in more appro-
priate alignment with the prevailing level of
market rates. The change in the discount rate
also appears consistent with international inter-
est rate considerations.

In making the change, the Board voted on
requests submitted by the board of directors of
the Federal Reserve Banks of Boston, New
York, Cleveland, Richmond, Chicago, Minne-
apolis, Kansas City, Dallas, and San Francisco.
(Subsequently, the Board approved similar ac-
tions by the directors of the Federal Reserve
Banks of Atlanta and St. Louis, effective April
22, and Philadelphia, effective April 23.)

The discount rate is the interest rate that is
charged depository institutions when they bor-
row from their District Federal Reserve Banks.

PUBLICATION OF FINAL CHANGES TO
OFFICIAL STAFF COMMENTARIES ON
REGULATIONS E AND Z

The Federal Reserve Board has adopted final
changes to the official staff commentaries to
Regulations E (Electronic Fund Transfers) and Z
(Truth in Lending). Proposed changes to each
commentary were published by the Board in
December 1985.

The revisions to the official staff commentary
on Regulation E relate to preauthorized electron-
ic fund transfers for biweekly loan payments and
to written authorization for preauthorized debits.

The revisions to the official staff commentary
on Regulation Z address such matters as credit
transactions that have some lease characteris-
tics, prepayment penalty and security interest

disclosure, rules for identifying transactions, and
advertising for open-end credit.

REPORT ON PRICED SERVICE OPERATIONS
FOR 1985

The Federal Reserve Board issued on April 18,
1986, a report summarizing developments in the
priced service areas for 1985 and supplying de-
tailed financial results of providing those serv-
ices.

The Board issues a report on priced services
annually and a priced service balance sheet and
income statement quarterly. The financial state-
ments are designed to reflect standard account-
ing practices, taking into account the nature of
the Federal Reserve’s activities and its unique
position in this field.

PUBLICATION OF REVISED LIST OF
OTC STOCKS SUBJECT TO
MARGIN REGULATIONS

The Federal Reserve Board published a revised
list of over-the-counter (OTC) stocks that are
subject to its margin regulations, effective May
13, 1986.

The list includes all over-the-counter securities
designated by the Board pursuant to its estab-
lished criteria as well as all securities qualified
for trading in the national market system (NMS).
This list includes all securities qualified for trad-
ing in tier 1 of the NMS through May 13 and
those in tier 2 through April 15, 1986. Additional
OTC securities may be designated as NMS secu-
rities in the interim between the Board’s quarter-
ly publications and will be immediately margina-
ble. The next publication of the Board’s list is
scheduled for August 1986.

This- List of Marginable OTC Stocks super-
sedes the revised list that was effective on Febru-
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ary 11, 1986. Changes that have been made in the
list, which now includes 2,646 OTC stocks, are
as follows: 135 stocks have been included for the
first time, 105 under NMS designation; 41 stocks
previously on the list have been removed for
substantially failing to meet the requirements for
continued listing; 44 stocks have been removed
for reasons such as listing on a national securities
exchange or involvement in an acquisition.

In addition to NMS-designated securities, the
Board will continue to monitor the market activi-
ty of other OTC stocks to determine which
stocks meet the requirements for inclusion and
continued inclusion on the list.

PROPOSED ACTION

The Federal Reserve Board extended from April
25 to May 23 the period for comment on its
supplemental adjusted capital proposal that was
designed to include a risk factor in the Board’s
policies on capital for bank holding companies
and state member banks.

CHANGES IN BOARD STAFF

Joseph S. Zeisel, Deputy Director, Division of
Research and Statistics, retired, effective May
16, 1986.

The Board of Governors has also announced
the reorganization of the Office of the Executive
Director for Computing and Information Ser-
vices, the Division of Computing Services, and
the Division of Information Services. The reor-
ganization includes the following changes:

¢ Change in organization title from Office of the
Executive Director for Computing and Informa-
tion Services to Office of the Executive Director
for Information Resource Management.

e Reassignment of Stephen R. Malphrus from
Assistant Director, User Services and Applica-
tions, Division of Information Services, to As-

sistant Director of the newly created Applied
Technology Branch, reporting to the Office of
the Executive Director.

¢ Restructuring the previous Division of Com-
puting Services into the Hardware and Software
Systems Division with Bruce M. Beardsley as
Director.

¢ Restructuring the previous Division of Infor-
mation Services into the Division of Applications
Development and Statistical Services with Wil-
liam R. Jones as Director.

¢ Appointment of Day W. Radebaugh as As-
sistant Director for Administrative and Financial
Systems in the Division of Applications Develop-
ment and Statistical Services.

Mr. Radebaugh first joined the Board’s staff in
May 1975. He returned to the Board in Decem-
ber 1983 after having been with the Student Loan
Marketing Association. Mr. Radebaugh has a
Ph.D. from Johns Hopkins University.

SYSTEM MEMBERSHIP: ADMISSION OF
STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period April 1 through April 30, 1986:

Florida

Largo............ Indian Rocks State Bank
Georgia

Hiawassee ...... Mountain Bank of Georgia
New York

Great Neck ........... Bank of Great Neck
Texas

Dallas......... Park Central Bank of Dallas

Hutto................... Hutto State Bank

Irving.........oovevetn Bank of the West
Virginia

Richmond...... Commerce Bank of Henrico

West Virginia
New Martinsville. ... New Martinsville Bank
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON FEBRUARY 11-12, 1986
Domestic Policy Directive

The information reviewed at this meeting sug-
gested that economic activity was expanding at a
moderate pace. A number of major indicators of
production and spending had shown improve-
ment in late 1985 and early 1986. Underlying
inflationary pressures appeared to be generally
well contained. Prices in the latter part of the
year were boosted by developments in markets
for food and energy, but oil prices declined
substantially in early 1986.

The labor market, one of the few areas for
which data for early 1986 were available at the
time of this meeting, showed exceptional
strength in January. Total nonfarm payroll em-
ployment rose 566,000—about twice the average
monthly increase in the fourth quarter of 1985—
and the unemployment rate declined to 6.7 per-
cent, its lowest rate in six years. Hiring remained
brisk at trade establishments and in finance and
service industries, with those sectors accounting
for about two-thirds of the rise. Employment
gains in the construction industry were also
strong, apparently due in part to unusually good
weather throughout most of the country during
the month. In the manufacturing sector, employ-
ment increased for the fourth consecutive
month, and the average number of hours in the
factory workweek remained at a high level.

The index of industrial production rose an
estimated 0.7 percent further in December, after
no change on balance over the preceding two
months. Available information for January sug-
gested some additional rise in that month. The
index of capacity utilization for total industry
rose in December for the second consecutive
month, increasing 0.4 percentage point to 80.5
percent. Nevertheless, the year-end rate re-
mained below the most recent peak of 82.0

percent recorded in the summer of 1984,

Total retail sales rose 1.9 percent in Decem-
ber, after having declined on balance over the
previous two months. Sales increased for all
major categories, but most of the rise was attrib-
utable to sizable gains in outlays for durable
goods. Boosted by an expanded round of financ-
ing incentive programs, sales of domestic auto-
mobiles registered a strong rebound toward the
end of December and were at an annual rate of
7.9 million units for the month as a whole—about
12 million units above the rate in each of the
preceding two months. Sales advanced further in
January to a rate of 8.6 million units.

Total private housing starts rose sharply in
December, more than offsetting the appreciable
decline in the previous month, and newly issued
permits for residential building also increased
substantially. The strength in housing activity
during the month was apparent in both the single-
family and the multifamily sectors. For the
fourth quarter as a whole, both housing starts
and permits were at annual rates of nearly 1%
million units—close to the pace recorded in
earlier quarters and for the year 1985. Sales of
new homes improved a bit around year-end, and
sales of existing homes in the final quarter of
1985 registered their fifth consecutive quarterly
increase.

Business capital spending strengthened some-
what in the fourth quarter. Growth in expendi-
tures for producers’ durable equipment was es-
pecially rapid, possibly reflecting firms’ attempts
to realize tax benefits that might be eliminated
for equipment installed after 1985. New orders
for nondefense capital goods grew appreciably in
December but were essentially flat over the
fourth quarter as a whole. Shipments of such
goods, however, rose about 32 percent in the
quarter. Outlays for nonresidential construction
rose about 5 percent in December after having
changed little on balance since August.
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In the final months of 1985, the rates of in-
crease in consumer and producer prices were
somewhat higher than in the spring and summer,
reflecting mainly what appeared to be a tempo-
rary spurt in prices for food and energy-related
items. In the agricultural component, prices of
domestically produced crude foods had leveled
off in December and apparently fell in January.
In the energy sector, prices of crude oil and other
petroleum products tumbled dramatically in ear-
ly 1986, and the effects of these declines were
likely to show through at the consumer level in
coming months. Excluding the food and energy
sectors, consumer prices rose in November and
December at a pace close to that for the year as a
whole, and producer prices changed little on
balance over the two-month period. For the year
1985 consumer prices rose about 3% percent,
compared with 4 percent in 1984; producer prices
rose about 1% percent in both years. The index
of average hourly earnings of nonfarm produc-
tion workers increased 3 percent last year, about
the same as in 1984,

The trade-weighted value of the dollar against
major foreign currencies had declined about 4
percent further since the Committee’s meeting in
mid-December. Throughout the period, and par-
ticularly around the time of the January meeting
of the G-5 countries, exchange market move-
ments reflected varying assessments of official
attitudes toward the dollar and differing views
about the likely effects of sharply declining oil
prices on various industrial and developing coun-
tries. Preliminary data on merchandise trade for
the fourth quarter suggested that the deficit wid-
ened further from the already high third-quarter
level. Both oil and non-oil imports rose, and
exports were little changed. For the year 1985
the deficit was estimated at about $120 billion, up
from $107 billion in 1984,

At its meeting on December 16-17, 1985, the
Committee had adopted a directive that called
for some limited decrease in the degree of pres-
sure on reserve positions. The members expect-
ed such an approach to policy implementation to
be consistent with growth of M2 and M3 at
annual rates of about 6 to 8 percent over the
period from November to March. Although the
behavior of M1 continued to be subject to unusu-
al uncertainty, the members expected expansion
of that aggregate to slow to an annual rate of 7 to

9 percent over the four-month period. It was
agreed that somewhat greater restraint might,
and somewhat lesser restraint would, be accept-
able over the intermeeting period, depending on
the growth of the monetary aggregates, the
strength of the business expansion, the perform-
ance of the dollar on foreign exchange markets,
progress against inflation, and conditions in do-
mestic and international credit markets. The
intermeeting range for the federal funds rate was
retained at 6 to 10 percent.

With respect to the Committee’s longer-run
ranges for monetary growth during 1985, Ml
expanded at a rate well above the range of 3to 8
percent, at an annual rate, set for the second half
of the year; M2 grew at a rate somewhat below
the upper end of its range of 6 to 9 percent for the
year; and M3 expanded at a rate near the mid-
point of its range of 6 to 9%z percent for 1985,
Expansion in total domestic nonfinancial debt
was above the upper end of its monitoring range
of 9 to 12 percent for the year. In early 1986,
there was evidence of a marked overall slowing
in the monetary aggregates. M1, which had in-
creased at an annual rate of about 12Y%: percent in
December, grew only a little in January; on
average over the two months, expansion in M1
was running near the lower end of the short-run
range anticipated by the Committee at its previ-
ous meeting. M2, which had expanded moderate-
ly in December, decelerated markedly in Janu-
ary, reflecting both the slowdown in M1 and
quite low growth in its nontransaction compo-
nent. Expansion in M3 picked up somewhat in
January as banks issued a substantial volume of
large time deposits to support a further robust
increase in bank credit; its growth over the two-
month period was in line with the Committee’s
expectations.

Open market operations during the intermeet-
ing period were directed toward achieving a
slight decrease in pressures on reserve positions.
Seasonal plus adjustment borrowing from the
discount window, while rising sharply around
year-end when excess reserves were particularly
large, averaged only about $260 million during
the two full maintenance periods ending in Janu-
ary. Open market operations were undertaken in
an environment of large seasonal fluctuations in
reserve needs, unusually high Treasury bal-
ances, a weakening tendency for the dollar in
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foreign exchange markets, incoming economic
data that were somewhat stronger than had gen-
erally been anticipated and, as the period pro-
gressed, sharp further declines in oil prices.
Under these conditions the federal funds rate
generally hovered around the 8 percent level
during much of the intermeeting interval and was
considerably above that level for a few days
around year-end. More recently, the rate moved
down to a range of 7% to 7% percent. Other
short-term rates rose a little over the period,
and intermediate- and long-term rates were un-
changed to somewhat lower.

The staff projections presented at this meeting
suggested that economic activity and employ-
ment would be somewhat stronger over the near
term than had been anticipated at the time of the
previous meeting. For the year 1985, the third
successive year of economic expansion, real
GNP was estimated to have increased about 2'2
percent, and broad measures of inflation general-
ly had risen at rates of around 3!z to 3% per-
cent—close to, or somewhat below, those re-
corded in the preceding two years. Real GNP
was expected to grow a little more this year than
in 1985 and the average unemployment rate was
projected to decline somewhat from the rate
recorded last year. The rate of increase in prices
over the coming year was expected to be little
changed from that experienced in 1985. It was
noted, however, that the sharp further declines
in oil prices in the days before this meeting had
not been incorporated in the projections.

In the Committee’s discussion of the economic
situation and outlook the members differed
somewhat in their assessments of the prospects
for business activity, but they generally agreed
that further expansion at a somewhat faster pace
than in 1985 was a reasonable expectation for
1986. At the same time, several members com-
mented that the outlook remained subject to
substantial uncertainties. Changes in the interna-
tional prices of crude oil were so large and so
recent that they were particularly difficult to
evaluate. Members also referred to uncertainties
surrounding prospects for fiscal policy stemming
from the legal challenge to the Gramm-~Rudman-
Hollings legislation, the problems for business
investors associated with pending tax reform
legislation, and the difficulties of predicting and

assessing changes in the foreign exchange value
of the dollar.

While they recognized the limitations of any
forecasts under present circumstances, the mem-
bers of the Committee and the Federal Reserve
Bank presidents not currently serving as mem-
bers presented at this meeting specific projec-
tions of economic activity, average prices, and
the rate of unemployment. For the period from
the fourth quarter of 1985 to the fourth quarter of
1986, forecasts for growth of real GNP centered
on a range of 3 to 3%z percent, with a full range of
2% to 4Y4 percent. Forecasts of growth in nomi-
nal GNP had a central tendency of 6% to 7V4
percent and an overall range of 5 to 814 percent.
With regard to the rate of inflation, as indexed by
the GNP deflator, the projections centered on
rates of 3 to 4 percent and the range was 2 to
411 percent. Estimates of the rate of unemploy-
ment in the fourth quarter of 1986 varied from
about 6% to 6% percent, with several in the area
of 6%2 percent. These forecasts were based on the
Committee’s objectives for growth in money and
credit that were established at this meeting. It
was also assumed that federal budget deficits
would be on a declining trend and that the foreign
exchange value of the dollar would not change
enough after its substantial fall during 1985 to
exert a significant further impact on economic
activity and prices during 1986.

In the course of the Committee’s discussion,
members referred to the recent improvement in
several key indicators of business activity. In
themselves these indicators augured well for
continuing economic growth over the year
ahead. On the other hand some members com-
mented that the current and prospective per-
formance of several important sectors of the
economy—such as agriculture and business fixed
investment—did not suggest a strengthening ex-
pansion. However, the actual performance of
those sectors among others would be influenced
to an important extent by a number of broad,
overriding factors.

Among the positive factors cited by the mem-
bers were the recent decline in oil prices, lower
interest rates, and higher stock prices. These
developments generally had favorable implica-
tions for consumer spending, housing, and many
types of business investment. Some members
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also referred to the rapid growth in M1 and to the
ample availability of liquidity as factors that
would tend to support the expansion over the
year ahead. The decline in the foreign exchange
value of the dollar, while exerting upward pres-
sures on prices, was seen as another positive
development in terms of its impact on economic
activity, although views differed considerably
with regard to the timing and extent of that
impact.

On the negative side, members mentioned the
downside risks inherent in the debt problems
faced by many consumers and a number of
industries, including agriculture, and the associ-
ated financial strains on some of their institution-
al lenders. The recent decline in oil prices, while
a favorable development in terms of its overall
impact on the economy, nonetheless had nega-
tive consequences for energy producers and
therefore for important parts of the country.
Several members also stressed the adverse re-
percussions of lower oil prices on a number of
developing countries that were heavily depen-
dent on oil exports to service their large debts to
international lending institutions, including ma-
jor U.S. banks.

The fiscal policy outlook, despite current legal
complications, was seen as pointing to declining
budgetary deficits. Members commented that the
better prospects for action on the federal budget
had already helped to reduce inflationary expec-
tations and had exerted a quite favorable impact
on domestic financial markets. The actual imple-
mentation of deficit-reducing measures—in
terms of their direct effects on government
spending—would tend to restrain the growth of
income and economic activity. However, those
effects might well be offset, at least in part, by
increased private spending that would tend to be
stimulated by downward adjustments in interest
rates as markets anticipated or responded to
reduced federal credit demands.

In their discussion of the outlook for inflation,
the members expressed somewhat differing
views. These ranged from expectations of little
change, or perhaps some improvement, from the
recent trend to the anticipation of some deterio-
ration. In the context of the sizable decline in
unemployment and poor productivity perform-
ance, some members commented that the econo-

my’s growth potential might be more limited than
they had thought earlier and that relatively rapid
business expansion might at some point, though
not over the quarters immediately ahead, be
associated with increasing inflationary pres-
sures. Other members, while also troubled by
productivity trends, nonetheless felt that the rate
of unemployment was still sufficiently high and
capacity utilization rates sufficiently low to rule
out such a concern for the conduct of policy for
the time being. Views also differed in emphasis
with regard to the inflationary impact of the
decline in the foreign exchange value of the
dollar. The depreciation of the dollar, especially
if it were to continue substantially further, could
involve significant upward pressures on import
prices at some point. Some members emphasized
their view that the inflationary impact of the
dollar decline would be greatly dampened by
efforts of foreign business firms to retain market
shares. Others, while recognizing that the effects
of the dollar’s decline could be delayed and in the
short run offset by reduced oil prices, felt that the
inflationary potential would be significant over
time, depending in part on other economic policy
developments. The members generally agreed
that, in addition to oil price and federal budget-
ary developments, the strong price competition
in many markets and restrained labor settlements
were factors currently tending to curb inflation-
ary pressures.

At this meeting the Committee reviewed the
1986 growth ranges for the monetary and credit
aggregates that it had tentatively set in July 1985
within the framework of the Full Employment
and Balanced Growth Act of 1978 (the Hum-
phrey-Hawkins Act). Those tentative ranges in-
cluded growth, measured from the fourth quarter
of 1985 to the fourth quarter of 1986, of 4 to 7
percent for M1 and 6 to 9 percent for both M2
and M3. The associated range for total domestic
nonfinancial debt had been provisionally set at 8
to 11 percent for 1986.

Discussion of the tentative range for M1 fo-
cused on its appropriate width and level in light
of the economic and financial circumstances that
appeared to be in prospect for the year ahead and
on its unusual behavior in recent years. While
the members expressed some differing prefer-
ences regarding an appropriate range for M1, the
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differences were not very large. All of the mem-
bers contemplated a marked slowing in Ml
growth from that experienced in 1985 as a likely
development despite their expectations of some
pickup in the expansion of nominal GNP. None-
theless, the members gave considerable empha-
sis to the uncertainties that continued to sur-
round the outlook for the velocity of M1—the
relationship between M1 and GNP. The sharp
decline in M1 velocity during 1985 was unexpect-
ed although after the fact it could be explained to
a considerable extent, though not entirely, by
historical relationships of money to income and
interest rates. Still, the changing composition of
M1, involving a growing share of interest-bearing
components, had increased the proportion of M1
that served both a transaction and a savings
function and appeared to have made the behavior
of this aggregate less predictable in comparison
to earlier experience. Moreover, demand depos-
its had grown much more in 1985 than might have
been anticipated and it was not clear whether
that growth reflected more cautious cash man-
agement practices on the part of businesses or
other perhaps transitory factors.

In the view of most, but not all, of the mem-
bers it was desirable to widen the tentative M1
range in order to take account of the uncertainty
in the relationship between M1 and economic
activity and prices, but in general the suggested
ranges involved approximately the same mid-
points. The upper limits that were proposed
generally assumed there would not be as large a
drop in velocity this year as had occurred in
1985. But it was noted that in the absence of
some reversal in the sharp 1985 drop in M1
velocity, growth toward the upper end of the
range might well prove to be consistent with
satisfactory economic performance. It might
even be appropriate for M1 to run above the
upper bound of its range should recent velocity
trends persist. On the other hand, more moder-
ate growth in M1 could be indicated to the extent
that its velocity proved to be stronger than
expected. In general, there was agreement that
the behavior of M1 should be evaluated in light of
its consistency with M2 and M3 and also in the
context of broader economic and financial devel-
opments and the potential for inflationary pres-
sures.

With regard to the broader monetary aggre-

gates, the members indicated that the tentative
ranges established in July for 1986 were still
appropriate. Growth last year was generally in
line with expectations, and on balance over the
past few years, the behavior of M2 and M3
seemed to have been less affected than M1 by
institutional and interest rate changes. In part
that development reflected the fact that the
broader aggregates include an array of deposit
and money market instruments that often exhibit
offsetting movements,

In the course of the Committee’s discussion,
consideration was given to the appropriate de-
gree of emphasis to be given to M1 in policy
implementation, at least until there was more
evidence that the behavior of M1 velocity could
be anticipated with a greater degree of confi-
dence. Most of the members felt that the Com-
mittee’s current procedures remained appro-
priate, taking account of the considerations
underlying the range adopted and its interpreta-
tion. Some emphasized that M1 was likely to
prove again to be a more useful guide for policy
implementation in a variety of potential econom-
ic settings. One member commented that over
time M1 would probably serve as a better indica-
tor of future GNP than the broader measures of
money. Alternatively, it was suggested that
while M1 might have become a less reliable
guide, at least under recently prevailing circum-
stances, it continued to have significant value as
a policy indicator when considered in the context
of the behavior of the broader aggregates. Col-
lectively, the aggregates used by the Committee
appeared to have more significance than any one
of them viewed separately.

With respect to the monitoring range for total
domestic nonfinancial debt, a majority of the
members favored adopting the range of 8 to 11
percent for 1986 that had been tentatively estab-
lished in July. A number of other members
preferred somewhat higher ranges in the expec-
tation that debt expansion, while decreasing
from its actual pace in 1985, might still be
around—or perhaps a bit above—the upper limit
of the tentative range. In the course of the
discussion, it was suggested that the Committee
drop its monitoring range for debt, perhaps sub-
stituting another measure such as total liquid
assets. It was pointed out, among other things,
that the debt aggregate was subject to serious
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measurement problems, including a large amount
of double counting—related for example to finan-
cial activities such as advance refundings and
mortgage financing by state and local govern-
ments—and distortions arising from an extraor-
dinary pace of share retirements financed by
borrowing. It was also noted that the debt mea-
sure had been deviating substantially in recent
years from past historical relationships to GNP.
A majority of the members, while acknowledging
the difficulties with this aggregate and agreeing
that further study was needed, continued to feel
that it served as a useful benchmark for evaluat-
ing the growth of debt in the economy and that its
behavior should continue to be monitored, par-
ticularly in light of the Committee’s concern
about the increasing debt burden in the econo-
my.

At the conclusion of the Committee’s consid-
eration of the long-run ranges, all of the members
indicated that they favored or found acceptable
monetary growth ranges for 1986 of 3 to 8
percent for M1 and 6 to 9 percent for both M2
and M3. A monitoring range of 8 to 11 percent
was also accepted for total domestic nonfinancial
debt. In keeping with the Committee’s usual
procedures under the Humphrey-Hawkins Act,
the ranges would be reviewed at midyear, or
sooner if deemed necessary, in the light of their
behavior in relation to economic and financial
developments.

The following paragraph relating to the long-
run ranges was approved for the domestic policy
directive:

The Federal Open Market Committee seeks to fos-
ter monetary and financial conditions that will help to
reduce inflation further, promote growth in output on a
sustainable basis, and contribute to an improved pat-
tern of international transactions. In furtherance of
these objectives the Committee agreed to establish the
following ranges for monetary growth, measured from
the fourth quarter of 1985 to the fourth quarter of 1986.
With respect to M1, the Committee recognized that,
based on the experience of recent years, the behavior
of that aggregate was subject to substantial uncertain-
ties in relationship to economic activity and prices,
depending among other things on its responsiveness to
changes in interest rates. It agreed that an appropriate
target range under existing circumstances would be 3
to 8 percent, but it intends to evaluate movements in
M1 in the light of its consistency with the other
monetary aggregates, developments in the economy
and financial markets, and potential inflationary pres-

sures. It adopted a range of 6 to 9 percent for M2 and 6
to 9 percent for M3. The associated range for growth in
total domestic nonfinancial debt was set at 8 to 11
percent for the year 1986.

Votes for this action: Messrs. Volcker, Corrigan,
Angell, Black, Forrestal, Johnson, Keehn, Martin,
Parry, Rice, Ms. Seger, and Mr. Wallich. Votes
against this action: None.

In the Committee’s discussion of policy imple-
mentation for the weeks immediately ahead, a
number of members referred to the difficulty of
clearly appraising the significance of the most
recent economic and financial developments.
While monetary expansion had slowed in recent
weeks, the period of reduced growth was brief
and it followed a period of substantial expansion.
Strong employment growth did not appear to be
fully matched by other current economic indica-
tors. The needed correction of the value of the
dollar entailed risks of a more fundamental
change in market attitudes and a cumulating
decline in the exchange rate that might discour-
age willingness to hold dollars at declining inter-
est rates. In these circumstances, nearly all par-
ticipants agreed that little or no change in reserve
availability was warranted. In that connection,
members also noted that the recent slowing of
the monetary aggregates was reasonably in line
with the Committee’s expectations at the time of
the December meeting for the November-to-
March period.

In the course of the Committee’s discussion it
was noted that while monetary policy had been
relatively accommodative for some time, short-
term rates had shown little tendency to decline
and the federal funds rate remained significantly
above the discount rate even though borrowing
at the discount window had dropped to rather
low levels last month. Moreover, long-term rates
had declined substantially since early fall. In that
context, and against the already accommodative
mode of open market operations, the point was
made that the discount rate might need to be
reduced to permit or accommodate a market
tendency toward lower rates and that such a
move would be a desirable complement to open
market operations in the light of the risks of a
slower rate of business expansion. More general-
ly, in prevailing circumstances, the members
wished to conduct open market operations in a
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manner that would not in itself signal or encour-
age higher interest rates or impede the tendency
for some market rates to decline. At the same
time, there was concern that policy implementa-
tion be sensitive to a situation in which a decline
in the dollar might tend to feed upon itself,
leading to an exaggerated fall with disturbing
implications for inflation, financial markets, and
the economy over time. In that connection it was
noted that the desirability of a discount rate
action would depend on evolving economic and
financial circumstances; among other factors, in
the light of the risks for the dollar in foreign
exchange markets, such action would need to
take account of the willingness of major central
banks abroad to take broadly similar actions.

In the Committee’s discussion of possible in-
termeeting adjustments in policy implementa-
tion, the members agreed that the appropriate
degree of pressure on reserve positions should
continue to be determined in light of the growth
of the monetary aggregates judged in the context
of incoming information about the economy, the
outlook for prices, and conditions in domestic
and international financial markets, including the
value of the dollar in the foreign exchange mar-
kets. A majority of the members agreed with the
suggestion that there should be no presumptions
about the likely direction of any intermeeting
adjustments, given the many uncertainties about
prospective economic and financial develop-
ments and the behavior of the monetary aggre-
gates. However, some members believed that
policy implementation should remain especially
alert to developments that might call for some
easing of reserve conditions in light of the con-
siderable risks that they saw of some weakening
in the economic expansion.

At the conclusion of the Committee’s discus-
sion a majority of the members indicated their
acceptance of a directive that called for maintain-
ing unchanged conditions of reserve availability.
The members expected such an approach to
policy implementation to be consistent with
growth in M2 and M3 at annual rates of about 6
percent and 7 percent respectively for the period
from November to March. Over the same period
they expected M1 to expand at an annual rate of
around 7 percent, although the behavior of M1
was seen as still subject to unusual uncertainty.

The Committee indicated that it might find some-
what greater or somewhat lesser reserve re-
straint acceptable over the intermeeting period
depending on the growth of the monetary aggre-
gates, the strength of the business expansion, the
performance of the dollar on foreign exchange
markets, progress against inflation, and condi-
tions in domestic and international credit mar-
kets. The members agreed that the intermeeting
range for the federal funds rate, which provides a
mechanism for initiating consultation of the
Committee when its boundaries are persistently
exceeded, should be left unchanged at 6 to 10
percent.

At the conclusion of the meeting, the following
domestic policy directive, embodying the Com-
mittee’s long-run ranges and its short-run operat-
ing instructions, was issued to the Federal Re-
serve Bank of New York:

The information reviewed at this meeting suggests
that economic activity is currently expanding at a
moderate pace. Total nonfarm payroll employment
increased substantially further in January, and the
civilian unemployment rate declined to 6.7 percent. In
December industrial production rose further, and
available information suggests some additional rise in
January. Retail sales increased considerably in De-
cember after declining on balance over the previous
two months, and housing starts rebounded from their
October~-November pace, Business capital spending
strengthened somewhat in the fourth quarter. Mer-
chandise trade data for the fourth quarter suggest that
the deficit widened further from the very high third-
quarter level. In late 1985 consumer and producer
prices rose somewhat more than earlier, but for the
year as a whole broad measures of prices and wages
increased at rates close to those recorded in 1984,

With respect to the Committee’s ranges for longer-
term monetary growth, M1 expanded at a rate well
above the range set for the second half of 1985; M2
grew at a rate somewhat below the upper end of its
range for the year; and M3 expanded at a rate near the
midpoint of its range for 1985. Expansion in total
domestic nonfinancial debt was above the upper end of
its monitoring range for the year. In January growth in
M1 and M2 slowed markedly, while growth in M3
picked up as banks issued a substantial volume of large
time deposits to support further robust growth in bank
credit, Interest rates have fluctuated considerably
since the December meeting of the Committee; on
balance, short-term interest rates have risen a little
while longer-term rates are unchanged to somewhat
lower. The trade-weighted value of the dollar against
major foreign currencies has declined further.
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The Federal Open Market Committee seeks to fos-
ter monetary and financial conditions that will help to
reduce inflation further, promote growth in output on a
sustainable basis, and contribute to an improved pat-
tern of international transactions. In furtherance of
these objectives the Committee agreed to establish the
following ranges for monetary growth, measured from
the fourth quarter of 1985 to the fourth quarter of 1986.
With respect to M1, the Committee recognized that,
based on the experience of recent years, the behavior
of that aggregate was subject to substantial uncertain-
ties in relationship to economic activity and prices,
depending among other things on its responsiveness to
changes in interest rates. It agreed that an appropriate
target range under existing circumstances would be 3
to 8 percent, but it intends to evaluate movements in
M1 in the light of its consistency with the other
monetary aggregates, developments in the economy
and financial markets, and potential inflationary pres-
sures. It adopted a range of 6 to 9 percent for M2 and 6
to 9 percent for M3. The associated range for growth in
total domestic nonfinancial debt was set at 8 to 11
percent for the year 1986.

In the implementation of policy for the immediate
future, the Committee seeks to maintain the existing
degree of pressure on reserve positions. This action is
expected to be consistent with growth in M2 and M3
over the period from November to March at annual
rates of about 6 percent and 7 percent, respectively;
while the behavior of M1 continues to be subject to
unusual uncertainty, growth at an annual rate of about
7 percent over the period is anticipated. Somewhat

greater reserve restraint or somewhat lesser reserve
restraint might be acceptable depending on behavior of
the aggregates, the strength of the business expansion,
developments in foreign exchange markets, progress
against inflation, and conditions in domestic and inter-
national credit markets. The Chairman may call for
Committee consultation if it appears to the Manager
for Domestic Operations that reserve conditions dur-
ing the period before the next meeting are likely to be
associated with a federal funds rate persistently out-
side a range of 6 to 10 percent.

Votes for the short-run operational paragraph:
Messrs. Volcker, Corrigan, Angell, Black,
Forrestal, Johnson, Keehn, Parry, Rice, and
Wallich. Votes against this action: Mr. Martin and
Ms. Seger.

Mr. Martin and Ms. Seger dissented because
they preferred some easing of reserve conditions
given the risks they saw of unacceptably sluggish
economic expansion. Such risks would be re-
duced in their view by lower short-term interest
rates, which had not declined in line with recent
reductions in long-term interest rates and in
inflation expectations. They also believed some
modest easing could lead to market conditions
that would facilitate a reduction in the discount
rate.
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Legal Developments

ORDERS ISSUED UNDER BANK HOLDING
COMPANY ACT, BANK SERVICE CORPORATION
ACT, AND FEDERAL RESERVE ACT

Orders Issued Under Section 3 of the Bank
Holding Company Act

First Union Corporation
Charlotte, North Carolina

Order Approving Acquisition of a Bank Holding
Company

First Union Corporation, Charlotte, North Carolina, a
bank holding company within the meaning of the Bank
Holding Company Act (**Act™), 12 U.S.C. § 1841 er
seq., has applied for the Board's approval under
section 3(a)(3) of the Act, 12 U.S.C. § 1842(a)(3), to
acquire First Bankers Corporation of Florida (*‘First
Bankers’’}, Pompano Beach, Florida, a bank holding
company, and thereby indirectly to acquire its bank
subsidiaries.!

Notice of the application, affording an opportunity
for interested persons 10 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 re-
ceived in light of the factors set forth in section 3(c) of
the Act, 12 U.S.C. § 1842(c).

The Douglas Amendment prohibits Board approval
of an application by a bank holding company to
acquire a bank located outside the holding company’s
home state,? unless the state where the target bank is
located has specifically authorized the acquisition.?

1. First Bankers controls two nonbanking companies, First Bank-
ers Data Corp,, and The First Bankers Management Group, Inc., both
of Pompano Beach, Florida. Applicant has not applied under section
4(c)(8) of the Act to acquire these companies because they will be
liquidated prior to the acquisition of First Bankers.

2. 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 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).

3. 12 U.S.C. § 1842(d).

Applicant’s home state is North Carolina. The Board
has previously found that Florida has by statute ex-
pressly authorized a North Carolina bank holding
company, such as Applicant, to acquire a Florida bank
or bank holding company, such as First Bankers.*
Accordingly, approval of Applicant’s proposal to ac-
quire banks in Florida is not barred by the Douglas
Amendment.

Applicant is the third largest commercial banking
organization in North Carolina. It controls total depos-
its in North Carolina of $6.2 billion,* which represents
20 percent of the total deposits in commercial banking
organizations in the state. Applicant also controls
banks in South Carolina, Georgia and Florida. Con-
summation of the proposal would not increase the
concentration of banking resources in North Carolina,
South Carolina or Georgia because First Bankers does
not operate in those states.

Applicant is the sixth largest commercial banking
organization in Florida. It controls total deposits in
Florida of $3.4 billion, which represents 4.9 percent of
the total deposits in commercial banks in Florida. First
Bankers is the 11th largest commercial banking organi-
zation in Florida. It controls total deposits of $1.1
billion, which represents 1.5 percent of the total de-
posits in commercial banks in Florida. Upon consum-
mation of the transaction, Applicant would become
the fifth largest commercial banking organization in
Florida. It would control total deposits of $4.5 billion,
which represents 6.4 percent of the deposits in Flori-
da. Florida is unconcentrated, and would remain so
after consummation of the proposal. Accordingly, the
Board concludes that consummation of the proposal
would not have a significant adverse effect on the
concentration of banking resources in Florida.

The subsidiary banks of Applicant and First Bank-
ers compete in the Central Brevard County, East Palm
Beach, East Polk County, Miami-Ft. Lauderdale, Or-
lando, Pinellas County and South Brevard County

4. E.g., First Union Corporation, 71 FEDERAL RESERVE BULLETIN
971 (1985); see also Fla. Stat. Aan. § 658.295; N.C. Gen. Stat. §§ 53-
209 et seq.

5. Unless otherwise indicated, all state data are as of September 30,
1985, and all market data are as of June 30, 1984.
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banking markets.s The Board has considered the effect
of the proposal on existing competition in each of
these markets, In light of the changes in the Herfin-
dahl-Hirschman Index (‘‘“HHI’’)” and the four-firm
concentration ratios, the combined market shares of
Applicant and First Bankers upon consummation of
the proposal, and other facts of record, the Board
concludes that consummation of the proposal would
not have a significant adverse effect on existing com-
petition in any of the relevant banking markets except
East Polk County. In each of these other markets, the
increase in the HHI upon consummation of the pro-
posal would be less than 100,® and in all markets
except the Orlando banking market, the HHI would
remain below 1800.°

Applicant is the fifth largest of nine commercial
banking organizations in the East Polk County banking
market. It controls deposits of $50.2 million, which
represents 6.7 percent of the deposits in commercial
banks in the market. First Bankers is the fourth largest
commercial banking organization in the market. It
controls deposits of $122.1 million, which represents
16.3 percent of the deposits in commercial banks in the
market. Upon consummation of the proposal, Appli-
cant would become the second largest commercial
banking organization in the market, and control 23
percent of the deposits in commercial banks in the
market. The East Polk County commercial banking

6. The Central Brevard County banking market includes the towns
of Cape Canaveral, Cocoa, Merritt Island, Rockledge, and Cocoa
Cocoa Beach, all in Florida. The East Palm Beach banking market
includes Palm Beach County, east of Loxahatchee, Florida. The East
Polk County banking market includes the towns of Auburndale,
Davenport, Haines City, Lake Alfred, Lake Wales and Winter Haven,
all in Florida. The Miami-Ft. Lauderdale banking market includes
Broward County, plus Dade County, both in Florida. The @rlando
banking market includes Orange County, plus Seminole County,
minus the town of Sanford in Seminole County, plus Osceola County,
all in Florida. The Pinellas County banking market is defined as
Pinelias County, Florida. The South Brevard County banking market
includes the towns of Indialantic, Melbourne, Palm Bay, Satellite
Beach, and West Melbourne, all in Florida.

7. 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 below 1000 is unconcentrated. Except in extraordinary
circumstances, the Justice Department is unlikely to challenge merg-
ers in an unconcentrated market. Any market in which the post-
merger HHI is between 1000 and 1800 is considered moderately
concentrated. The Justice Department is unlikely to challenge a
merger that produces an increase in the HHI of less than 100 points.
Any market in which the post-merger HHI is above 1800 is highly
concentrated. 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.

8. The HHI in the Central Brevard County, East Palm Beach,
Miami-Ft. Lauderdale, Orlando, Pinellas County, and South Brevard
County banking markets would increase by 70, 25, §, 20, 7, and 97
points, respectively.

9. In the Orlando banking market, the HHI would be 2362 upon
consummation of the merger; however, the HHI would only increase
20 points in this market.

market is highly concentrated. The HHI is 1921, and
would increase by 219 points to 2140 upon consumma-
tion of the proposal. The percentage of deposits held
by the four largest banking organizations in the market
is 83.8 and would increase to 90.5.

While consummation of the proposal would elimi-
nate existing competition in the East Polk County
banking market, the Board believes that the anticom-
petitive effects of this proposal are mitigated by the
extent of competition afforded by thrift institutions.!©
Five thrift institutions control 37.2 percent of the
deposits in depository institutions in the market.
These thrifts are exercising their relatively new pow-
ers to offer consumer, and commercial and industrial
loans. In view of this fact, the Board has considered
the presence of thrift institutions as a significant factor
in assessing the competitive effects of this transaction
in the East Polk County banking market.!! According-
ly, the Board concludes that consummation of the
proposal would not have a significant adverse effect
upon existing competition in the East Polk County
banking market.

The Board also has considered the effect of this
proposal upon probable future competition. There are
13 markets in which Applicant competes but First
Bankers does not, and three markets in which First
Bankers competes but Applicant does not. Based upon
the number of potential entrants into these markets,
the Board concludes that consummation of the propos-
al would not have any significant adverse effects upon
probable future competition in any relevant market.

The financial and managerial resources and future
prospects of Applicant, First Bankers, and their sub-
sidiaries are generally satisfactory. Applicant has
raised a significant amount of capital in recent years to
finance its interstate acquisitions. Although Appli-
cant’s tangible primary capital ratio will decline upon
consummation of this proposal, that ratio will remain
above the minimum level required by the Board's
Capital Adequacy Guidelines.!? Moreover, Applicant
has indicated that it intends to maintain adequate
capital, and its performance indicates that it has the
ability to do so. Considerations relating to the conve-

10. The Board has previously determined that thrift institutions
have become, or at least have the potential to become, major
competitors of banks. Citizens and Southern Georgia Corporation, 72
FEDERAL RESERVE BULLETIN 260 (1986); Louisiana Bancshares,
Inc., 72 FEDERAL RESERVE BULLETIN 154 (1986); NCNB Corpora-
tion, 72 FEDERAL RESERVE BULLETIN 59 (1986).

11. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, consummation of
the proposal would increase the HHI by 131 points to 1526, and the
percentage of deposits controlled by the four largest firms in the
market would increase from 66.4 to 70.9. Applicant would control 17.8
percent of the deposits in depository institutions in the market.

12. Capital Adequacy Guidelines, 50 Federal Register 16,057 (April
24, 1985); 71 FEDERAL RESERVE BULLETIN 445 (1985).
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nience and needs of the communities to be served are
consistent with approval of the application.

Based upon the foregoing and all the facts of record,
the Board has determined that this application should
be, and hereby is, approved. The acquisition 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 Richmond,
pursuant to delegated authority.

By order of the Board of Governors, effective
April 17, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Seger, Angell, and Johnson. Absent and not
voting: Governor Martin.

JAMES MCAFEE

{sEAL] Associate Secretary of the Board

Fort Wayne National Corporation
Fort Wayne, Indiana

Order Approving Merger of Bank Holding
Companies

Fort Wayne National Corporation, Fort Wayne, Indi-
ana, a bank holding company within the meaning of
the Bank Holding Company Act (*‘Act”’) (12 U.S.C.
§ 1841 et seq.), has applied for the Board’s approval
under section 3(a)5) of the Act (12 U.S.C.
§ 1842(a)(5)) to acquire through merger 100 percent of
the voting shares of: Auburn Financial Corporation,
Auburn, Indiana (‘‘Auburn’’), and thereby indirectly
acquire Auburn’s subsidiary bank, The Auburn State
Bank, Auburn, Indiana; Dekalb Financial Corpora-
tion, Waterloo, Indiana (‘‘Dekalb’’), and thereby indi-
rectly acquire its subsidiary bank, Citizens State
Bank, Waterloo, Indiana; and Churubusco Bancorp,
Churubusco, Indiana (‘‘Churubusco’’), and thereby
indirectly acquire its subsidiary bank, Churubusco
State Bank, Churubusco, Indiana.

Notice of the applications, affording interested per-
sons an opportunity 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 applications and all comments
received in light of the factors set forth in section 3(¢)
of the Act (12 U.S.C. § 1842(c)).

Applicant is the ninth largest banking organization
in Indiana, with one subsidiary bank, controlling
$635.5 million in total deposits, which represents 1.8
percent of the deposits in commercial banks in the

state.! Auburn, Dekalb and Churubusco each have
one subsidiary bank. Their subsidiary banks are the
135th, 360th and 162nd largest, respectively, in the
state, with the total deposits controlled by these
institutions representing in each case less than 1
percent of the total deposits in commercial banks in
the state.2 Upon consummation of the proposal, Appli-
cant would remain the state's ninth largest banking
organization, controlling $761.3 million in total depos-
its, representing 2.16 percent of the state’s commercial
bank deposits. Accordingly, consummation of this
proposal would not have any significant effect on the
concentration of banking resources in Indiana.

Applicant, Auburn, Dekalb and Churubusco all op-
erate in the Fort Wayne, Indiana banking market.?
Applicant is the third largest of 18 commercial banking
organizations in the market, controlling deposits rep-
resenting 22.6 percent of the total deposits of commer-
cial banks in that market. The subsidiary banks of
Auburn, Dekalb and Churubusco are the 6th, 17th, and
8th largest commercial banking organizations, respec-
tively, in the Fort Wayne market, controlling deposits
of $64.3 million, $9.4 million and $52.1 million, repre-
senting respectively 2.3 percent, 0.3 percent and 1.9
percent of the total deposits of commercial banks in
the market. Upon consummation of this proposal,
Applicant would become the largest banking organiza-
tion in the market, and would control 27.1 percent of
the total deposits of commercial banks in the market.

The Fort Wayne banking market is highly concen-
trated, with the four largest commercial banking firms
controlling 81.8 percent of the total deposits of com-
mercial banks in the market. Upon consummation of
the proposal, the four largest banking organizations
would control 86.3 percent of the market. The Herfin-
dahl-Hirschman Index (““HHI’') is 1946 and would
increase by 214 points to 2160 upon consummation of
this proposal.*

1. All banking data are as of December 31, 1984,

2. The percentage of statewide bank deposits held by the subsidiary
banks of Auburn, Dekalb and Churubusco are 0.18 percent, 0.03
percent and 0.15 percent, respectively.

3. The Fort Wayne banking market is approximated by Allen,
DeKalb and Whitley counties in Indiana; Jefferson township in Wells
County, Indiana; Hicksville township in Defiance County, Ohio; and
Carryall township in Paulding County, Ohio.

4. 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 above 1800 is considered highly concentrated. In
such markets, the Department is likely to challenge any merger that
produces an increase in the HHI of more than 100 points unless other
factors indicate that the merger will not substantially lessen competi-
tion. 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 effect) unless the post-merger HHI
is at least 1800 and the merger increases the HHI by at least 200
points.

The Department has not objected to Board approval of this transac-
tion.
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Although consummation of the proposal would elim-
ina: * existing competition between Applicant and Au-
burn, Dekalb and Churubusco in the Fort Wayne
banking market, numerous other commercial banking
organizations would remain as competitors after con-
summation of the proposal. In addition, the Board has
concluded that the effect of this proposal on existing
competition is mitigated by the extent of competition
offered by thrift institutions in the market.*

Four thrift institutions in the Fort Wayne banking
market hold 17.1 percent of the total deposits of
depository institutions in the market. These institu-
tions compete with the commercial banks in the mar-
ket for transaction accounts, consumer loans and
commercial loans. In view of these facts, the Board
considers the presence of thrift institutions a signifi-
cant factor in assessing the competitive effects of this
proposal.¢ Accordingly, in view of the competition
provided by thrift institutions, the number of competi-
tors remaining in the market and other facts of record,
the Board concludes that consummation of the pro-
posed acquisition is not likely to have a significant
adverse effect on competition in the Fort Wayne
banking market.

The financial and managerial resources of Appli-
cant, Auburn, Dekalb and Churubusco, and their
respective subsidiary banks are generally satisfactory
and consistent with approval. As a result of this
acquisition, Applicant proposes to offer several new or
expanded services to the customers of the subsidiary
banks of Auburn, Dekalb and Churubusco, including
Master Card/VISA banking, securities brokerage ac-
tivities, expanded trust and corporate banking serv-
ices, and additional ATM services. Accordingly, con-
siderations relating to the convenience and needs of
the community are also consistent with approval.

Based on the foregoing and other facts of record, the
Board has determined that the proposed acquisition is
in the public interest and that the applications should
be, and hereby are, approved. The transaction shall
not be consummated before the thirtieth calendar day

5. The Board has previously determined that thrift institutions have
become, or at least have the potential to become, major competitors of
banks. NCNB Corporation, 70 FEDERAL RESERVE BULLETIN 225
(1984); Sun Banks, Inc., 69 FEDERAL RESERVE BULLETIN 934 (1983);
Merchants Bancorp, Inc., 69 FEDERAL RESERVE BULLETIN 865
(1983); First Tennessee National Corporation, 69 FEDERAL RESERVE
BULLETIN 298 (1983).

6. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, Applicant would
control 20.5 percent of total deposits in the market, and Auburn,
Dekalb and Churubusco would control 2.1, 0.3 and 1.7 percent,
respectively. Consummation of the proposed acquisition would in-
crease Applicant's share of deposits in the market to 24.6 percent, the
HHI by 181 points to 1816, and the four-firm concentration ratio from
74.2 percent to 78.3 percent.

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

By order of the Board of Governors, effective
April 23, 1986.

Voting for this action: Vice Chairman Martin and Gover-
nors Wallich, Rice, Seger, and Johnson. Absent and not
voting: Chairman Volcker and Governor Angell.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Gainer Corporation
Merrillville, Indiana

Order Approving Acquisition of a Bank Holding
Company and Bank

Gainer Corporation, Merrillville, Indiana, a bank hold-
ing company within the meaning of the Bank Holding
Company Act of 1956, as amended (‘‘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 acquire the successor by merger to
Northern Indiana Bancshares, Inc., Valparaiso, Indi-
ana, and thereby to acquire indirectly Northern Indi-
ana Bank & Trust Company, Valparaiso, Indiana
(‘*‘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 Act. 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 (12 U.S.C. § 1842(c)).

Applicant, which controls three banks, is the fourth
largest commercial banking organization in Indiana,
with total deposits of $792.7 million, representing 2.2
percent of the total deposits in commercial banks in
the state.! Bank is the 25th largest commercial bank in
Indiana, with total deposits of $234.6 million, repre-
senting 0.7 percent of the total deposits in commercial
banks in the state. Upon consummation of this propos-
al, Applicant would remain the fourth largest commer-
cial banking organization in Indiana, with total depos-
its of approximately $1.0 billion, representing

1. All banking data are as of December 31, 1984, adjusted to
account for mergers and acquisitions consummated as of April 3,
1986.
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approximately 2.9 percent of the total deposits in
commercial banks in the state. Consummation of this
proposal would not result in a significant increase in
the concentration of banking resources in Indiana.

Applicant is the largest of 13 commercial banking
organizations in the Gary-Hammond banking market,2
controlling 28.8 percent of the total deposits in com-
mercial banks in the market. Bank is the sixth largest
commercial banking organization in the market, con-
trolling 8.5 percent of the total deposits in commercial
banks therein. Upon consummation of this proposal,
Applicant would control 37.3 percent of the total
deposits in commercial banks in the market.

The Gary-Hammond banking market is considered
moderately concentrated, with a four-firm concentra-
tion ratio of 58.2 percent and a Herfindahl-Hirschman
Index (**‘HHI"") of 1373. Upon consummation of this
proposal, the four-firm concentration ratio in the mar-
ket would increase by 8.5 percent to 66.7 percent and
the HHI would increase by 490 points to 1863.3

Although consummation of this proposal would
eliminate existing competition between Applicant and
Bank in the Gary-Hammond banking market, 11 other
commercial banking organizations would remain as
competitors. In addition, the Board has concluded that
the effect of this proposal on existing competition is
mitigated by the extent of competition offered by thrift
institutions in the market.* Sixteen savings and loan
associations in the market hold total deposits of $1.7
billion, representing 38.1 percent of the total deposits
in the market.® These institutions compete with the
commercial banks in the market for transaction ac-

2. The Gary-Hammond banking market is approximated by Lake
and Porter Counties, Indiana.

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 is
not likely substantially to lessen competition. The Department of
Justice has informed the Board that a bank merger or acquisition
generally will not 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 Department of Justice has not advised the Board of any objection
to this transaction.

4. The Board has previously determined that thrift institutions have
become, or at least have the potential to become, major competitors of
banks. NCNB Corporation, 70 FEDERAL RESERVE BULLETIN 225
(1984); Sun Banks, Inc., 69 FEDERAL RESERVE BULLETIN 934 (1983);
Merchants Bancorp, Inc., 69 FEDERAL RESERVE BULLETIN 865
(1983); First Tennessee National Corporation, 69 FEDERAL RESERVE
BULLETIN 298 (1983).

5. If 50 percent of the deposits held by thrift institutions is included
in the calculation of market concentration, Applicant would control
22.0 percent and Bank would control 6.5 percent of the total deposits
in the market; the four-firm concentration ratio would be 44.5 percent;
and the HHI would be 886. Following consummation of the proposal,
Applicant would control 28.5 percent of the total deposits in the
market, the four-firm concentration ratio would be 51.0 percent, and
the HHI would be 1172.

counts, consumer loans and commercial loans. Ac-
cordingly, in view of the competition provided by
thrift institutions and the number of competitors re-
maining in the market, the Board concludes that
consummation of the proposed acquisition is not likely
to have a significant adverse effect on competition in
the Gary-Hammond banking market.

The financial and managerial resources and future
prospects of Applicant and Bank are considered gener-
ally satisfactory. Applicant has indicated that it pro-
poses to provide several new services to Bank’s
customers including access to an ATM network, dis-
count brokerage services, expanded lending services,
FHA and VA mortgage loans, an expanded student
loan program, and new trust services. Considerations
relating to the convenience and needs of the communi-
ty to be served are consistent with approval.

Based upon the foregoing and other facts of record,
the Board has determined that consummation of the
transaction would be in the public interest and that the
application should be, and hereby is, approved. The
transaction shall not be consummated before the thirti-
eth 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, pursuant to delegated authority.

By order of the Board of Governors, effective
April 30, 1986.

Voting for this action: Chairman Volcker and Governors
Martin, Rice, Seger, Angell, and Johnson. Absent and not
voting: Governor Wallich.

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

Marshall & Ilsley Corporation
Milwaukee, Wisconsin

Mé&I Marytown Corporation
Marytown, Wisconsin

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

Marshall & Ilsley Corporation, Milwaukee, Wiscon-
sin, a bank holding company within the meaning of the
Bank Holding Company Act (‘“‘Act”) (12 U.S.C.
§8 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 acquire Marytown Bancshares, Inc.,
New Holstein, Wisconsin (‘‘Company’’), a one-bank
holding company, and thereby indirectly acquire Com-
pany’s banking subsidiary, Farmers & Merchants
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Bank, Marytown, Wisconsin (‘‘Bank’’). This transac-
tion would be effected by merging Company with and
into M&I Marytown Corporation, Marytown, Wiscon-
sin.!

Notice of the applications, affording interested per-
sons an opportunity 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 applications and all comments
received in light of the factors set forth in section 3(c)
of the Act.

Applicant is the second largest commercial banking
organization in Wisconsin and controls deposits of
$3.5 billion, representing 11.9 percent of the total
deposits in commercial banks in the state.2 Company
is one of the smaller commercial banking organizations
in the state and controls deposits of $10.3 million,
representing less than one percent of the total deposits
in commercial banks in the state. Upon acquiring
Company, Applicant would remain the second largest
banking organization and control 12.0 percent of the
total deposits in commercial banks in the state. Con-
summation of this proposal would have no significant
effect on the concentration of banking resources in
Wisconsin.

An existing banking subsidiary of Applicant, M&I
New Holstein Bank, New Holstein, Wisconsin, com-
petes directly with Bank in the New Holstein banking
market.> Applicant is the third largest commercial
banking organization in the market, controlling depos-
its of $27.2 million, representing 18 percent of the total
deposits in commercial banks in the market. Company
is the sixth largest commercial banking organization in
the market, controlling deposits of $10.3 million, rep-
resenting 6.9 percent of the total deposits in commer-
cial banks therein.

Upon acquiring Company, Applicant would control
24.9 percent of the total deposits in commercial banks
in the market. The share of deposits held by the four
largest banking organizations in the market, currently
73 percent, would increase to 79.9 percent upon con-
summation of this proposal. The market’s Herfindahl-
Hirschman Index (‘‘HHI’’) would increase by 248
points to 1856 upon consummation of the proposal,
making this transaction one that would be subject to

1. M&I Marytown Corporation has applied for the Board’s approv-
al pursuant to section 3(a)(1) of the Act (12 U.S.C. § 1842(a)(1)) to
become a bank holding company by merging with Company.

2. Banking data are as of December 31, 1984, and reflect Appli-
cant's acquisition of Lancaster State Bank, Lancaster, Wisconsin, on
December 31, 1985,

3. The New Holstein banking market is approximated by southern
Calumet County (Stockbridge, Chilton, Charlestown, Brothertown,
and New Holstein townships); Eaton and Schleswig townships in
Manitowoc County; Russell and Rhine townships in Sheboygan
County; and Calumet township in Fond du Lac County.

challenge under the Department of Justice Merger
Guidelines.4

Although the proposed acquisition would eliminate
some existing competition in the market, the Board
has concluded that the effect of this proposal on
existing competition is mitigated by the extent of
competition offered by thrift institutions in the mar-
ket.> Three thrift institutions located in the market
hold deposits of $51.9 million, representing 25.6 per-
cent of the total deposits in the market. These institu-
tions compete with commercial banks in the provision
of consumer loans, transaction accounts and commer-
cial real estate loans, and are authorized to provide
commercial lending services. In view of these facts,
the Board considers the presence of thrift institutions a
significant factor in assessing the competitive effects
of this proposal.s The Board also notes that several
competitors — six commercial banks and three thrift
institutions — would remain in the market following
consummation of this proposal. On the basis of these
and other facts of record, the Board concludes that the
effects of consummation of the proposal on existing
competition in the New Holstein banking market
would not be significantly adverse.

The financial and managerial resources and future
prospects of Applicant and Company are considered
satisfactory and consistent with approval of the appli-
cation. Considerations related to the convenience and
needs of the communities to be served are also consis-
tent with approval.

Based on the foregoing and other facts of record, the
Board has determined that the proposed acquisition is
in the public interest and that the applications should

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (1984)), any matket in which the post-merger
HHI is above 1800 is considered highly concentrated. In such mar-
kets, the Department is likely to challenge a merger that increases the
HHI by more than 50 points unless other facts of record indicate that
the merger will not substantially lessen competition. The Department
has informed the Board that a bank merger or acquisition generally
will not 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 Department has not advised the Board of any objection to this
transaction.

5. The Board has previously determined that thrift institutions have
become, or at least have the potential to become, major competitors of
banks. E.g., NCNB Corporation, 70 FEDERAL RESERVE BULLETIN
225 (1984); Sun Banks, Inc., 69 FEDERAL RESERVE BULLETIN 934
(1983); Merchants Bancorp, Inc., 69 FEDERAL RESERVE BULLETIN
865 (1983); First Tennessee National Corporation, 69 FEDERAL RE-
SERVE BULLETIN 298 (1983).

6. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, the pre-acquisi-
tion four-firm concentration ratio would decrease to 62.3 percent and
the HHI would decrease to 1254, Upon consummation of this propos-
al, the four-firm concentration ratio would increase to 68.1 percent
and the HHI would increase by 179 points to 1433. The resulting
market share of Applicant would decrease to 21.2 percent.



Legal Developments 421

be approved. Accordingly, the applications are ap-
proved for the reasons stated above. 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 that period is extended for good cause
by the Board or the Federal Reserve Bank of Chicago,
pursuant to delegated authority.

By order of the Board of Governors, effective
April 8, 1986.

Voting for this action: Chairman Volcker and Governors
Martin, Wallich, Rice, Seger, Angell, and Johnson.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

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

Archer, Inc.
Palmer, Nebraska

Order Approving the Merger of Bank Holding
Companies

Archer, Inc., Palmer, Nebraska (‘*Archer’’), and its
subsidiary Osceola Insurance, Inc., Osceola, Nebras-
ka (‘‘Osceola’), bank holding companies within the
meaning of the Bank Holding Company Act of 1956, as
amended (‘‘Act’’) (12 U.S.C. § 1841 et seq.), have
applied for the Board’s approval under section 3 of the
Act (12 U.S.C. § 1842) to acquire The Gretna Compa-
ny (‘‘Gretna’’), and thereby to acquire indirectly its
subsidiary bank, Gretna State Bank (‘*Bank’"), both of
Gretna, Nebraska. Archer proposes t0 merge Gretna
and Osceola, with the latter being the surviving institu-
tion.

Gretna also engages directly in the sale of credit life
and credit accident and health insurance related to
extensions of credit by Bank, and Archer and Osceola
have applied under section 4(c)(8) of the Act
(12 U.S.C. § 1843(c)(8)) and section 225.23(a)(2) of
the Board’s Regulation Y (12 C.F.R. § 225.23(a)(2)),
to engage in these credit-related insurance agency
activities. The sale of insurance that is limited to
assuring repayment of the outstanding balance on a
specific extension of credit by a bank holding compa-
ny’s subsidiary bank in the event of the death, disabil-
ity or involuntary unemployment of the debtor has
been determined by the Board to be closely related to
banking and permissible for bank holding companies
pursuant to 12 U.S.C. § 1843(c)(8)(A).

Notice of the applications, affording opportunity for
interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act
(51 Federal Register 5101 (February 11, 1986)). 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), and the consider-
ations specified in section 4(c)(8) of the Act.

Archer is the 172nd largest commercial banking
organization in Nebraska, holding total deposits of
$18.5 million, representing less than one percent of
total deposits in the state.! Bank is the 251st largest
commercial bank in Nebraska, holding total deposits
of $12.6 million, representing less than one percent of
total deposits in the state. Consummation of this
proposed transaction would not have significant ad-
verse effects upon the concentration of banking re-
sources in the state.

Bank operates in the Omaha, Nebraska-Council
Bluffs, Iowa banking market,2 where it is the 28th
largest of 38 commercial banks, controlling 0.34 per-
cent of total deposits in commercial banks in the
market. Archer and Osceola do not compete in the
Omaha-Council Bluffs market.

Principals of Archer, however, control an additional
bank in the market, Bank of Papillion, Papillion,
Nebraska, which holds deposits of $35.7 million, rep-
resenting 0.97 percent of total deposits in commercial
banks in the market and making it the 24th largest bank
in the market. Principals of Archer also control Gret-
na, and this proposal represents the reorganization of
these organizations into a single multibank holding
company. Since Bank, like Bank of Papillion, is pres-
ently controlled by principals of Archer, the proposed
transaction will not result in any lessening of competi-
tion between Bank of Papillion and Bank. In addition,
Bank and Bank of Papillion are two of the smaller
banks in the market, together controlling deposits of
$48.3 million, representing 1.31 percent of total depos-
its in commercial banks in the Omaha-Council Bluffs
market. The Board concludes that consummation of
this transaction will not have any significant adverse
effects upon competition in any relevant market.

Where the principals of an applicant are engaged in
operating a chain of banking organizations, the Board,
in addition to analyzing the bank holding company

1. Deposit data are as of December 31, 1984.
2. The Omaha, Nebraska-Council Bluffs, Iowa banking market is
approximated by the Omaha, Nebraska-Council Bluffs, Jowa RMA.
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proposal before it, also considers the entire chain and
analyzes the financial and managerial resources and
future prospects of the chain within the context of the
Board’s multibank holding company standards. After
considering the facts of record, including recent oper-
ating changes within the chain banking organization,
the Board has concluded that the financial and mana-
gerial resources and future prospects of Archer, Osce-
ola and Bank are consistent with approval of this
application. Considerations relating to the conve-
nience and needs of the communities to be served also
are consistent with approval.

Archer and Osceola have also applied, pursuant to
section 4(c)(8) of the Act, to engage in the sale of credit
life and credit accident and health insurance through
acquisition of the insurance agency operated directly
by Gretna. No adverse competitive effect would result
from this acquisition because the insurance agency
activities of Gretna are limited to the sale of credit life
and credit accident and health insurance directly relat-
ed to extensions of credit made by Bank.

There is no evidence in the record to indicate that
approval of this proposal would result in undue con-
centration of resources, unfair competition, conflicts
of interests, unsound banking practices, or other ad-
verse effects on the public interest. The proposed
acquisition will allow Archer and Osceola to provide a
convenient source for credit life insurance for Bank’s
borrowers. Accordingly, the Board has determined
that the balance of the public interest factors it must
consider under section 4(c)(8) of the Act is favorable
and consistent with approval of the appllcatnon to
acquire Gretna’s insurance agency.

Based on the foregoing and other facts of record, the
Board has determined that the applications under
sections 3 and 4 of the Act should be, and hereby are,
approved. The merger with Gretna shall not be con-
summated before the thirtieth calendar day following
the effective date of this Order, and neither the bank-
ing acquisition nor the nonbanking acquisition shall
occur later than three months after the effective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Kansas City, pursuant to delegated authority. The
determination with respect to Archer’s acquisition of
Gretna’s insurance agency activities is subject to all of
the conditions set forth in Regulation Y, including
sections 225.4(d) and 225.23(b) (12 C.F.R. §§ 225.4(d)
and 225.23(b)), and to the Board’s authority to require
such modifications or termination of the activities of a
bank holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with, and
prevent evasions of, the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder.

By order of the Board of Governors, effective
April 14, 1986.

Voting for this action: Chairman Volcker and Governors
Wallich, Rice, Seger, Angell, and Johnson. Governor Wallich
abstained from the insurance portion of this action. Absent
and not voting: Governor Martin.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Banc One Corporation
Columbus, Ohio

Money Management Corporation
Merrillville, Indiana

Order Approving Acquisition of a Bank Holding
Company

Banc One Corporation, Columbus, Ohio, a bank hold-
ing company within the meaning of the Bank Holding
Company Act (12 U.S.C. § 1841 er seq.) (““Act’’), has
applied for the Board’s approval under section 3(a)(5)
of the Act (12 U.S.C. § 1842(a)(5)) to acquire Money
Management Corporation, Merrillville, Indiana
(‘‘Management’’). As a result of this acquisition, Ap-
plicant would acquire indirectly Management’s subsid-
iary bank, Bank of Indiana, N.A. (‘‘Bank’’), Gary,
Indiana.

Banc One Corporation has also applied for the
Board's approval under section 4(c)(13) of the Act
(12 U.S.C. § 1843(c)(13)) to acquire all of the shares
of British Swiss Trust Company, Charlottetown,
Prince Edward Island, Canada, a currently inactive
company.

Notice of the applications, affording an opportunity
for interested persons to submit comments and views,
has been given in accordance with section 3(b) of the
Act. The time for filing comments and views has
expired, and the Board has considered the application
and all comments received in light of the factors set
forth in section 3(c) of the Act.

Applicant is the second largest commercial banking
organization in Ohio. Its 22 subsidiary banks control
deposits of approximately $8.4 billion, representing
13.5 percent of the total deposits in commercial banks
in Ohio.! Management is the seventeenth largest com-
mercial banking organization in Indiana. Its sole bank
subsidiary controls deposits of approximately $278.8
million, representing less than 1 percent of the total
deposits in commercial banks in Indiana. Management

1. Statewide deposit data are as of September 30, 1985.
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also controls British Swiss Trust Company, an inac-
tive company chartered in Canada to engage in pen-
sion fund administration activities.

Section 3(d) of the Act (12 U.S.C. § 1843(d)) prohib-
its the Board from approving an application by a bank
holding company to acquire control of any bank locat-
ed outside of the holding company’s home state,?
unless such 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.”’

Effective January 1, 1986, the statute laws of the
State of Indiana authorized any bank holding company
having its principal place of business in Ohio, Ken-
tucky, Illinois and Michigan to acquire control of an
Indiana bank or bank holding company, if the state
where that bank holding company is located autho-
rized the acquisition of that acquiror bank holding
company ‘‘by the Indiana bank holding company or
Indiana bank, sought to be acquired.’’?

Effective October 17, 1985, the statute laws of Ohio
authorized a bank or bank holding company with its
principal place of business in another state to charter
or otherwise acquire an Ohio bank or bank holding
company, only if the Ohio Superintendent of Banks
determines that the laws of such other state permit an
Ohio bank or bank holding company to acquire a bank
or bank holding company in that state ‘‘on terms that
are, on the whole, substantially no more restrictive’’
that those established under Ohio law.4 Until October
1988, interstate acquisitions are authorized only from a
limited number of states, including Indiana. The Ohio
Superintendent of Banks has issued a ‘‘Determination
of Reciprocity,”’ in which she concludes that the
interstate banking statute of Indiana is reciprocal with
that of Ohio and authorizes banking acquisitions be-
tween the two states. The Director of the Indiana
Department of Financial Institutions has also deter-
mined that the two state statutes are reciprocal and
authorize such interstate acquisitions.

The Board concludes that the two statutes are
reciprocal and that Indiana has by statute expressly
authorized an Ohio bank holding company, such as
Applicant, to acquire an Indiana bank or bank holding
company, such as Management. Accordingly, the
Board concludes that approval of Applicant’s proposal
to acquire indirectly a bank in Indiana is not barred by
the Douglas Amendment.

2. 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 on the date on which the
company became a bank holding company, whichever is later.

3. Ind. Code § 28-2-15-18 (Supp. 1985).

4. Ohio Rev. Code Ann. §§ 1101.05 (Page Supp. 1985).

All of Bank’s 14 offices are located in the Gary-
Hammond banking market® where Bank is the third
largest banking organization, controlling 9.8 percent of
the deposits in commercial banks in the market. Appli-
cant’s subsidiary banks do not operate in the Gary-
Hammond market, and consummation of the proposed
acquisition would have no adverse effect on competi-
tion in any relevant market.

The Board also examined the effect of the proposal
on probable future competition in the relevant geo-
graphic markets. In light of the numerous other poten-
tial out-of-state entrants into the Ohio markets served
by Applicant, the Board has concluded that consum-
mation of this proposal would not have any significant
adverse effects on probable future competition in any
relevant market.

The financial and managerial resources and future
prospects of Applicant, Management, and their sub-
sidiaries are considered satisfactory. Considerations
relating to the convenience and needs of the communi-
ties to be served are also consistent with approval.

The Board has also considered the application to
acquire British Swiss Trust Company and has deter-
mined that the factors that the Board must consider
under section 4(c)(13) are consistent with approval.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the pro-
posed acquisition would be in the public interest and
that the application should be approved. Accordingly,
the application is approved for the reasons summa-
rized above. The transaction shall not be consummat-
ed 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 pursu-
ant to delegated authority.s

By order of the Board of Governors, effective
April 28, 1986.

Voting for this action: Chairman Volcker and Governors
Martin, Rice, Seger, Angell, and Johnson. Absent and not
voting: Governor Wallich.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

5. The Gary-Hammond banking market is approximated by Lake
and Porter Counties, Indiana.

6. The Board notes that Applicant may not consummate this
transaction unless and until it receives final approval by the Indiana
Department of Financial Institutions pursuant to section 28-2-15-17 of
the Indiana Code.
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Wells Fargo & Company
San Francisco, California

Order Approving the Acquisition of a Bank Holding
Company

Wells Fargo & Company, San Francisco, California, a
bank holding company within the meaning of the Bank
Holding Company Act (12 U.S.C. § 1841 er seq.)
(“*Act™), has applied for the Board’s approval under
section 3 of the Act (12 U.S.C. § 1842), to acquire
Crocker National Corporation, San Francisco, Cali-
fornia (‘‘Crocker”), and thereby indirectly acquire
Crocker National Bank, San Francisco, California.

Wells Fargo also has applied for the Board’s approv-
al under section 4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23(a)(2) of the Board's
Regulation Y (12 C.F.R. § 225.23(a)(2)), to acquire
the following subsidiaries of Crocker: Crocker Mort-
gage Company, Inc., San Diego, California, and there-
by engage in originating, purchasing, and servicing
mortgages, loans and other extensions of credit;
Crocker Trust Company of California, Hawthorne,
California, and thereby perform trust company ser-
vices; Crocker Financial Corporation, Limited, Hono-
lulu, Hawaii, and thereby operate an industrial loan
company and engage in the sale of credit life, accident,
and health insurance; Crocker Life Insurance Compa-
ny, San Francisco, California, and thereby underwrite
credit life and disability insurance for Crocker and its
subsidiaries; Crocker Investment Management Corp.,
San Francisco, California, and thereby provide portfo-
lio investment advice and general economic and finan-
cial information and advice; and CNC Insurance
Agency, San Francisco, California, and thereby act as
agent for the sale of credit life and disability insurance
directly related to extensions of credit by subsidiaries
of Crocker. The Board has determined that these
activities are closely related to banking and are per-
missible for bank holding companies (12 C.F.R.
§§ 225.25(b)(1), (2), (3), (4), (8), 9.

Wells Fargo also has applied for the Board’s approv-
al under section 25(a) of the Federal Reserve Act
(*‘Edge Act™) to acquire Crocker Bank International,
New York, New York, and Crocker International
Investment Corporation, San Francisco, California.
Wells Fargo has also provided notice under section
4(c)(14) of the Act (12 U.S.C. § 1843(c)(14)) of its
intention to acquire Crocker Pacific Trade Corpora-
tion, San Francisco, California, an export trading
company.

Notice of the applications, affording opportunity for
interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act
(51 Federal Register 10,446 (March 26, 1986)). The

time for filing comments has expired, and the Board
has considered the applications and all comments
received in light of the factors and considerations set
forth in section 3(c) and 4 of the Act (12 U.S.C.
§ 1842(c) and 1843), and the purposes of the Edge Act.

Wells Fargo is the third largest commercial banking
organization in California, with one subsidiary bank
that controls total domestic deposits of $18.3 billion,
representing 10.0 percent of the total deposits in
commercial banks in the state.! Crocker is the fifth
largest commercial banking organization in the state,
with one banking subsidiary that controls aggregate
domestic deposits of $12.6 billion, representing 6.8
percent of the total deposits in commercial banks in
the state. Upon consummation of the proposed acqui-
sition, Wells Fargo’s share of total deposits in com-
mercial banks in the state would increase to approxi-
mately 16.8 percent, and Wells Fargo would become
the second largest commercial banking organization in
the state.

Although the Board is concerned about the effect of
this combination of the third and fifth largest commer-
cial banking organizations in California on the concen-
tration of banking resources within the state, certain
conditions that would exist after the proposed merger
mitigate that concern. A number of other large bank
holding companies that are active competitors
throughout the state would remain upon consumma-
tion of this proposal. In addition, California would
remain moderately concentrated in terms of banking
resources, with the share of the commercial bank
deposits held by the four largest commercial banking
organizations in California increasing from 61.5 per-
cent to 68.3 percent. Furthermore, the Board notes
that 48.9 percent of the combined deposits of banks
and thrift institutions in the state is controlled by thrift
institutions, which compete actively with commercial
banks throughout the state. Thirty-three of the 49
depository institutions with deposits of $1.0 billion or
more are thrifts, while only 16 are commercial banks.
In view of the structure of banking in California, the
Board concludes that consummation of this acquisi-
tion would not have any significantly adverse effects
on the concentration of commercial banking resources
in California.

Wells Fargo and Crocker are also among the larger
commercial banking organizations in the United
States. Based on consolidated assets, Wells Fargo is
the thirteenth largest commercial banking organization
in the country, with total assets of $29.4 billion.?
Crocker is the twenty-fifth largest commercial banking

1. Data are as of June 30, 1985, unless otherwise noted, and do not
reflect the proposed divestitures.
2. Data are as of December 31, 1985,
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organization in the country, with total assets of $19.2
billion. Upon consummation of the proposal and a
planned reduction in assets, Wells Fargo would be-
come the tenth largest commercial banking organiza-
tion in the country, with $42.5 billion of consolidated
assets.

As the Board has previously noted, it views with
concern any proposal involving a major expenditure of
funds for expansion that could limit a bank holding
company’s ability to serve as a source of strength to its
subsidiary banks, particularly its ability to raise new
equity capital to deal with unforeseen difficulties.? The
Board is also concerned about large acquisitions that
reduce the amount of equity capital in the banking
system. Thus in its evaluation of the financial aspects
of this case, the Board has given special and careful
attention to Wells Fargo’s capital position and the fact
that it has raised substantial additional equity capital
to fund the acquisition.

After a review of the effect of the proposal on Wells
Fargo's financial resources, the Board concludes that
consummation of the proposal will not have a material
adverse effect on Wells Fargo’s capital and that Wells
Fargo's financial resources will remain satisfactory. In
reaching this conclusion, the Board has noted as a
matter of particular importance the fact that more than
70 percent of the purchase price of this transaction will
be financed with equity, including the issuance of
more than $400 million in common stock, which al-
ready has been issued. In addition, after consumma-
tion of the proposal Wells Fargo intends to reduce its
assets by $5.9 billion by September. After this reduc-
tion in assets, the tangible primary and total capital of
both Wells Fargo and its subsidiary bank will be well
in excess of the Board's minimum requirements for
multinational organizations. Accordingly, the Board
concludes that the financial resources of Wells Fargo
and its subsidiary are consistent with approval.

The Board has also reviewed the effect of this
proposal in light of Crocker’s financial performance.
In recent years, Crocker has suffered significant finan-
cial losses. As a result of these losses, Crocker’s
parent, Midland Bank pic, London, England, has
restructured Crocker’s management to improve its
financial condition. Announcement of the merger has
continued the uncertainty surrounding Crocker’s man-
agement, and has resulted in the prospect of an
adverse effect on Crocker’s financial and managerial
resources. The Board believes that Wells Fargo will
provide the stability to Crocker’s management that is
needed to strengthen Crocker and improve its per-

3. Manufacturers Hanover Corporation, 70 FEDERAL RESERVE
BULLETIN 452 (1984).

formance. Thus, considerations relating to banking
factors lend weight toward approval of this applica-
tion.

Wells Fargo’s subsidiary bank competes with
Crocker’s subsidiary bank in 36 banking markets in
California. Wells Fargo proposes to make certain
divestitures in seven of these markets in order to
alleviate the anticompetitive effects that would other-
wise result from consummation of the proposal. The
Board has reviewed the effect of the transaction in
these seven markets in light of the proposed divesti-
tures and in the other 29 relevant markets, and finds
that the effect on existing competition that would
result from this transaction in each of these markets is
not so adverse as to warrant denial of the application.
In this regard, The Department of Justice has informed
the Board of its view that consummation of the trans-
action would not be significantly adverse if the divesti-
tures proposed by Wells Fargo in the seven relevant
banking markets are completed under the conditions
described below.

Both Wells Fargo and Crocker are headquartered in
the San Francisco market. In the San Francisco
banking market, Wells Fargo is the second largest
commercial banking organization with total deposits of
$10.5 billion, representing 19.5 percent of the total
deposits in commercial banks in the market. Crocker
is the third largest commercial banking organization
with total deposits of $5.7 billion, representing 10.7
percent of total deposits in commercial banks in the
market. After consummation of the proposal, Appli-
cant would control approximately 30.2 percent of the
total deposits in commercial banks in the market.

The San Francisco banking market is considered to
be concentrated, with the four largest commercial
banks controlling 72.4 percent of the deposits in com-
mercial banks in the market. The Herfindahl-Hirsch-
man Index (‘*‘HHI"’) for the market is 1998 and would
increase by 418 points to 2416 upon consummation of
the proposal.’

Although consummation of this proposal would
eliminate existing competition between Wells Fargo
and Crocker in the San Francisco market, more than

4. The San Francisco banking market is approximated by the San
Francisco-Oakland-San Jose RMA plus the city of St. Helena.

5. Under the revised Department of Justice Merger Guidelines
(49 Federal Register 26,823 (June 29, 1984)) (**Guidelines’'), a market
in which the post-merger HHI is over 1800 is considered highly
concentrated. In such markets, the Department is likely to challenge a
merger that produces an increase in the HHI of more than 50 points.
The Department of Justice 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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100 commercial banking organizations would remain
in the market as competitors after consummation of
the proposal. These institutions include some of the
country’s larger commercial banks as well as a number
of large foreign financial institutions. In addition, the
competition provided by more than 60 thrift institu-
tions in the market also mitigates the competitive
effects of the transaction.® Thrift institutions hold
combined deposits of approximately $33.3 billion, or
approximately 38 percent of the total deposits in the
market. Thrift institutions already exert a considerable
competitive influence in the market as providers of
NOW accounts and consumer loans. In addition, some
of the thrift institutions are engaged in the business of
making commercial loans and are providing an alterna-
tive for such services in the San Francisco market.
Accordingly, based upon the foregoing and other facts
of record, the Board concludes that the effects of the
proposal on competition in the San Francisco market
would not be substantially adverse.”

There are 28 other markets in which both Wells
Fargo and Crocker compete and where no divestiture
is proposed. An analysis of these markets indicates
that in 21 markets, taking into account the competition
among commercial banks only, consummation of the
proposal would not have a significant adverse effect on
competition. Six of these markets would be only
moderately concentrated after consummation of the
proposal and in five of these six markets, the increase
in Wells Fargo’s market share is small.2 In the sixth
market, the increase in Wells Fargo’s market share is
mitigated by existence of numerous other competitors
and the fact that the market would remain only moder-
ately concentrated. The other 15 of the 21 markets are
already considered concentrated under the guidelines
and would remain so upon consummation.® However,

6. 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); First Tennessee National Corpora-
tion, 69 FEDERAL RESERVE BULLETIN 298 (1983).

7. If 50 percent of deposits held by thrift institutions in the San
Francisco banking market were included in the calculation of market
concentration, the share of total deposits held by the four largest
organizations in the market (one of which is a thrift institution) would
be 55.8 percent. Wells Fargo would control 14.9 percent of the
market’s deposits and Crocker would control 8.2 percent of the
market's deposits. The HHI would increase by 244 points to 1445
upon consummation of the proposal.

8. These markets are the Los Angeles, Modesto, San Joaquin
County, San Diego, Santa Barbara and Ventura-Oxford banking
markets, all in California.

9. These markets are as follows: Bakersfield, Central Riverside
County, Fairfield, Fresno, Hemet, Imperial County, San Bernardino,
San Luis Obispo County, Santa Cruz, Santa Maria, Santa Rosa,
Southern Butte County, Ukiah, Visalia, and Watsonville.

the increase in concentration resulting from the pro-
posal, as measured by the increase in the HHI in these
markets, is not so significant as to warrant denial of
the proposal. In addition, the presence of thrift institu-
tions in these markets further mitigates any anticom-
petitive effects in the markets.

In the seven remaining markets where no divesti-
tures are planned,'® consummation of the proposal
would result in a substantial increase in the market
share of the resulting organization and the market
would be highly concentrated in terms of commercial
bank deposits only. After a review of the record,
however, the Board believes that there are mitigating
circumstances that indicate that consummation of the
proposal would not have substantially adverse effects
on competition. First, in each of these markets, nu-
merous competitors, including the state’s largest com-
mercial banking organization, would remain after con-
summation of the proposal. Moreover, the
anticompetitive effects of this transaction are further
mitigated by the presence and competition afforded by
numerous thrift institutions which control at least one-
third of the combined deposits of banks and thrift
institutions in each market.

The record indicates that most of the thrift institu-
tions in these markets currently offer a full range of
consumer services, NOW accounts and other transac-
tion accounts, and some of them are currently in-
volved in commercial lending activities. If 50 percent
of the deposits of thrift institutions are included in the
calculation of market concentration, six of these mar-
kets would be considered only moderately concentrat-
ed and in the seventh market the increase in concen-
tration occasioned by this proposal, as measured by
the increase in the HHI in the market, would not be
significant,

In the seven markets where Wells Fargo proposes
divestitures, it will divest seven branches with a total
of approximately $225 million in deposits to a commer-
cial banking organization not currently represented in
the markets.!! In four of these markets, Wells Fargo’s
market share will remain unchanged because it will
divest all of Crocker’s position in the market. In a fifth
market, Wells Fargo will divest its pre-acquisition
position in the market. On the basis of these divesti-
tures and all of the facts of record, the Board con-
cludes that consummation of the transaction would not
tend substantially to lessen competition in these mar-
kets.

10. These markets are the Antioch-Pittsburg, Chico, Merced, Mon-
terey, Sacramento, Sonora and Woodland-Davis banking markets.

11. These markets are Colusa County, Placerville, Eureka, Redd-
ing, Salinas, Tehama County and Marysville banking markets.
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In the remaining two markets, the Board concludes
that consummation of the proposal would not substan-
tially lessen competition after taking into account the
competition afforded by thrift institutions in the mar-
kets and the proposed divestitures.!? Moreover, the
state’s largest commercial banking organization is the
largest bank in each market and controls a significant
share of the market’s deposits.

Where, as in this case, divestitures are proposed to
avoid the otherwise substantial anticompetitive effects
resulting from a proposed acquisition, the Board’s
policy requires that such divestitures take place on or
before the date of consummation of the acquisition.!?
In accordance with the Board’s policy, Wells Fargo is
required to make every effort to complete the divesti-
tures prior to consummation of its acquisition of
Crocker. In this regard, the Board notes that Wells
Fargo has entered into an agreement in principle with
another commercial banking organization not repre-
sented in the markets in question for the sale of the
seven branches to be divested, and the purchaser will
file for the necessary regulatory approvals before
consummation of Wells Fargo’s acquisition of Crock-
er. Wells Fargo’s action to reach an agreement for the
sale of these branches is fully consistent with the
Board’s competitive divestiture policy.

Although the Board anticipates that every effort will
be made to complete the divestitures before consum-
mation of the Crocker acquisition, in some circum-
stances divestiture may not be possible before the
expected consummation date because of the inability
of the purchaser for the branches to obtain regulatory
approval due to time constraints.!4

The Board also has considered the effects of this
proposal on probable future competition in the mar-
kets in which Wells Fargo and Crocker do not compete
with each other. In light of the number of probable
future entrants into each of these markets and other
facts of record, the Board concludes that consumma-
tion of this proposal would not have any significant
adverse effect on probable future competition in any
relevant market.

12. If 50 percent of the deposits held by thrift institutions in the
market were included in the calculation of market concentration, the
markets would be considered only moderately concentrated and the
increase in market concentration resulting from the proposal would
not be substantial.

13. Barnett Banks of Florida, Inc., 68 FEDERAL RESERVE BULLE-
TIN 190 (1982); Interfirst Corporation, 68 FEDERAL RESERVE BULLE-
TIN 243 (1982).

14. If the purchaser is unable to acquire the branches prior to Wells
Fargo’s acquisition of Crocker because of delay in securing regulatory
approval, an independent trustee must be appointed for the branches
prior to consummation with instructions to divest the branches
promptly. This is consistent with the need to consummate the Crocker
acquisition expeditiously in order to assure the expected improve-
ments in Crocker's performance and avoid managerial or other
problems that could result from delay.

In its evaluation of Wells Fargo’s managerial re-
sources, the Board has considered certain violations
by Wells Fargo of the Currency and Foreign Transac-
tions Reporting Act (‘“CFTRA™) and the regulations
thereunder.’”” In this regard, the Board notes that
Wells Fargo has cooperated fully with law enforce-
ment agencies. Wells Fargo and its subsidiaries have
also undertaken a comprehensive remedial program to
correct these violations and to prevent violations from
occurring in the future. Wells Fargo has advised the
Board that it has filed corrective currency transaction
reports (““CTRs”’) appointed a senior officer responsi-
ble for ensuring compliance with CFTRA reporting
requirements, and established a central control unit
which has day-to-day responsibility for monitoring all
reportable transactions, ensuring that reports are
properly filed and administering the exemption list.
Wells Fargo has also designated a currency transac-
tion specialist to monitor all aspects of CFTRA report-
ing and instituted intensive internal training for bank
personnel regarding compliance with the CFTRA. The
Board has also consulted with the Office of the Comp-
troller of the Currency and other appropriate enforce-
ment agencies with respect to this matter, and has
considered Wells Fargo’s past record of compliance
with the law.

Based on the facts discussed above and other facts
of record, the Board concludes that Wells Fargo’s
managerial resources are consistent with approval of
the application. The convenience and needs of the
communities to be served are also consistent with
approval of this application.!¢

Applicant also has applied, pursuant to section
4(c)(8) of the Act, to acquire Crocker Life Insurance
Company and Crocker Insurance Agency, Inc., both
of San Francisco, California, and thereby engage in
the underwriting and sale of credit-related insurance
associated with loans by Crocker’s subsidiary banks.
Although Wells Fargo currently engages in the reinsur-
ance of credit-related insurance, no adverse competi-
tive effect would result from this acquisition because
the activities of the firms would be limited to insurance
directly related to extensions of credit made by the
subsidiaries of Crocker. Wells Fargo also has applied
to acquire Crocker Mortgage Corporation, San Diego,
California (‘‘CMC”’), a company that engages in mort-
gage banking activities primarily in California and
Hawaii. Wells Fargo presently engages in mortgage

15. 31 U.S.C. § 5311, et. seq.; 31 C.F.R. § 103.

16. The Board has received comments from a number of communi-
ty groups concerning the acquisition, After a number of meetings with
Wells Fargo, Wells Fargo issued a policy statement setting forth its
commitment to help meet the needs of the community.
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banking activities through its subsidiary bank in mar-
kets where CMC operates. There are numerous other
competitors in these markets, however, and Wells
Fargo’s acquisition of CMC would not eliminate any
significant competition in any relevant market.

Wells Fargo also proposes to acquire Crocker Trust
Company of California, Hawthorne, California, a com-
pany that provides data processing and custodial activ-
ities, and Crocker Financial Corporation, Ltd., Hono-
lulu, Hawaii, an industrial loan company that engages
in consumer lending in Hawaii. Wells Fargo does not
engage in these activities and thus the acquisition of
Crocker’s subsidiary will not eliminate any existing
competition. Wells Fargo has also applied to acquire
Crocker Investment Management Corporation, San
Francisco, California (**CIMC"’), a company that pro-
vides portfolio and general economic information ad-
vice. Wells Fargo also engages in this activity. Be-
cause of the large number of firms that engage in this
activity, however, acquisition of CIMC will not have
an adverse effect on competition.

Accordingly, it appears that Wells Fargo’s acquisi-
tion of these nonbanking subsidiaries would not have a
significantly adverse effect upon 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 resources,
decreased or unfair competition, conflicts of interests,
unsound banking practices, or other adverse effects on
the public interest. Accordingly, the Board has deter-
mined that the balance of the public interest factors it
must consider under section 4(c)(8) of the Act is
favorable and consistent with approval of the applica-
tion to acquire Crocker’s nonbanking subsidiaries.

The Board has also considered the notice of Wells
Fargo’s proposed investment in Crocker Pacific Trade

Corporation under section 4(c)(14) of the Act and the
acquisition of Crocker Bank International and Crocker
International Investment Corporation under the Edge
Act. Based on the facts of record, the Board has
determined that disapproval of the proposed invest-
ments is not warranted.

Based on the foregoing and other facts of record, the
Board has determined that the applications under
sections 3 and 4 of the Act should be and hereby are
approved. The acquisition of Crocker 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 San Francisco, pursu-
ant to delegated authority. The determinations as to
Wells Fargo'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.
§§ 225.4(d) and 225.23(b)(3)), and to the Board’s au-
thority 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
April 29, 1986.

Voting for this action: Chairman Volcker and Governors
Rice, Seger, Angell, and Johnson. Abstaining from this
action: Governor Martin. Absent and not voting: Governor
Wallich.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board
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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 of the orders are
available upon request to the Reserve Banks.

Section 3
. Reserve Effective
Applicant Bank(s) Bank date
AmBank Financial Services, American Bank of Rock Island, Chicago April 2, 1986
Inc., Rock Island, Illinois
Rock Island, Illinois
Apollo Bancorp, Inc., Apollo Trust Company, Cleveland April 11, 1986
Apollo, Pennsylvania Apollo, Pennsylvania
Bankvest, Inc., First Peoples National Bank, Philadelphia April 28, 1986
Wilkes-Barre, Pennsylvania Edwardsville, Pennsylvania
Bryant-Irvin Bancshares, Inc., Citizens National Bank, Dallas April 7, 1986
Benbrook, Texas Benbrook, Texas
Central State Bancorp, Inc., Central State Bank, St. Louis March 19, 1986
Lexington, Tennessee Lexington, Tennessee
Central Wisconsin Bankshares, Valley View Bank, Chicago March 31, 1986
Inc., La Crosse, Wisconsin
Wausau, Wisconsin
Champlain Bank Corporation, Essex County-Champlain New York April 2, 1986
Willsboro, New York National Bank,
Willsboro, New York
Charter 17 Bancorp, Inc., PTC Financial Corporation, Chicago April 14, 1986
Richmond, Indiana Peru, Indiana
Citizens Community Iron Exchange Bank, Chicago April 18, 1986
Bankshares, Inc., Hurley, Wisconsin
Wittenberg, Wisconsin
CNB Corp, Inc., Citizens National Bank in Cleveland April 8, 1986
Windber, Pennsylvania Windber,
Windber, Pennsylvania
Comm. Bancorp, Inc., The First National Bank of Philadelphia March 27, 1986
Forest City, Pennsylvania Nicholson,
Nicholson, Pennsylvania
Commerce Financial Commercial Bank at Alma, St. Louis April 14, 1986
Corporation, Alma, Arkansas
Alma, Arkansas
Community Bankers’ Marion Center National Bank, Cleveland March 31, 1986
Corporation, Marion Center, Pennsylvania
Marion Center, Pennsylvania
Community Banks, Inc., Community Banks, Inc., Chicago April 17, 1986
Employee Stock Ownership Middleton, Wisconsin
Trust,
Middleton, Wisconsin
Community Banks, Inc., Peoples Bank of Shamokin, Philadelphia April 14, 1986
Millersburg, Pennsylvania Shamokin, Pennsylvania
Crown Bancshares, Inc., First United Bank of Bellevue, Kansas City March 31, 1986

Omaha, Nebraska

Bellevue, Nebraska
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
DBT Financial Corporation, DeWitt Bank & Trust Company, St. Louis April 18, 1986
DeWitt, Arkansas DeWitt, Arkansas
Depositors Bancorp, Depositors Trust Company, Boston March 25, 1986
Lexington, Massachusetts Lexington, Massachusetts
Dominion Bankshares State National Bank of Maryland, Richmond April 3, 1986
Corporation Rockville, Maryland
Roanoke, Virginia
First Alpine, Inc., First National Bank in Alpine, Dallas April 17, 1986

Alpine, Texas
First Bancshares of Muskogee,
Inc.,
Muskogee, Oklahoma
First Hanover Bancorp, Inc.,
Hanover, Illinois
First National Corporation of
Sparta,
Sparta, Tennessee
First Rainsville Bancshares,
Inc.,
Rainsville, Alabama
First Virginia Banks, Inc.,
Falls Church, Virginia
Gateway Bancorp, Inc.,
Phoenix, Arizona
Grenada Sunburst System
Corporation,
Grenada, Mississippi
Independent Community
Bancshares, Inc.,
Kiel, Wisconsin
Interchange Financial Services
Corporation,
Saddle Brook, New Jersey
Interchange Financial Services
Corporation,
Saddle Brook, New Jersey
Kanbangc, Inc.;
Overland Park, Kansas

Lafayette Bancshares, Inc.,
Lafayette, Minnesota

Lake Elmo Bancorp., Inc.,
Lake Elmo, Minnesota

Liberty Bancshares Inc.,
Montgomery, West Virginia

Medina Bancshares, Inc.,
Medina, Tennessee

Mercantile Bancshares, Inc.,
Jonesboro, Arkansas

Alpine, Texas
First City Bank, N.A.,
Tulsa, Oklahoma

Hanover State Bank,
Hanover, Illinois

First National Bank of Sparta,
Sparta, Tennessee

First National Bank of Rainsville,
Rainsville, Alabama

The Commercial Bank,
Bel Air, Maryland

Gateway National Bank,
Phoenix, Arizona

Grenada Bank,
Grenada, Mississippi

Newton State Bank,
Newton, Wisconsin

Interchange State Bank,
Saddie Brook, New Jersey

Interchange State Bank,
Saddle Brook, New Jersey

The Hepler State Bank,
Hepler, Kansas

Citizens State Bank of Pomona,
Pomona, Kansas

Citizens State Bank of Lafayette,
Lafayette, Minnesota

State Bank of Lake Elmo,
Lake Elmo, Minnesota

The Montgomery National Bank,
Montgomery, West Virginia

Medina Banking Company,
Medina, Tennessee

Mercantile Bank,
Jonesboro, Arkansas

Kansas City

Chicago

Atlanta

Atlanta

Richmond
San Francisco

St. Louis

Chicago

New York

New York

Kansas City

Minneapolis

Minneapolis

Richmond

St. Louis

St. Louis

April 4, 1986

April 18, 1986

April 17, 1986

March 31, 1986

April 21, 1986
April 4, 1986

April 11, 1986

April 17, 1986

April 9, 1986

April 9, 1986

April 18, 1986

March 25, 1986

April 15, 1986

April 18, 1986

April 15, 1986

March 25, 1986
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
National Bancshares Corpus Christi Bancshares, Inc., Dallas March 27, 1986
Corporation of Texas, Corpus Christi, Texas
San Antonio, Texas
National Industrial Bancorp, National Industrial Bank of Boston April 8, 1986
Inc., Connecticut,
East Hartford, Connecticut Meriden, Connecticut
National Penn Bancshares, Inc., Constitution Bank, Philadelphia March 25, 1986
Boyertown, Pennsylvania Philadelphia, Pennsylvania
NBC Company, Corpus Christi Bancshares, Inc., Dallas March 27, 1986
San Antonio, Texas Corpus Christi, Texas
Norstar Bank of Upstate NY, purchase certain assets and New York March 18, 1986
Albany, New York assume certain liabilities of six
branches of The Bank of New
York,
New York, New York
North Central Texas Memphis State Bank, Dallas March 27, 1986
Bancshares, Inc., Memphis, Texas
Iowa Park, Texas
Oaklawn Financial Corporation,  First Bank and Trust, Dallas April 15, 1986
Texarkana, Texas New Boston,
New Boston, Texas
Pandora Bancshares The First National Bank of Cleveland April 18, 1986
Incorporated, Pandora,
Pandora, Ohio Pandora, Ohio
Peninsula Financial The Peninsula Bank of Minneapolis April 15, 1986
Corporation, Ishpeming,
Ishpeming, Michigan Ishpeming, Michigan
Piedmont BankGroup The First National Bank of Richmond April 11, 1986
Incorporated, Stuart,
Martinsville, Virginia Stuart, Virginia
Premier Bancorporation, Inc., Zion State Bank and Trust Chicago April 17, 1986
Libertyville, Hlinois Company,
Zion, Illinois
Roscoe Financial Services, Inc., First State Bank of Roscoe, Minneapolis April 4, 1986
Roscoe, South Dakota Roscoe, South Dakota
Saver’s Bancorp, Inc., Dartmouth Savings Bank, Boston April 1, 1986
Littleton, New Hampshire Hanover, New Hampshire
SouthTrust Corporation, The Bank of Ozark, Atlanta April 15, 1986
Birmingham, Alabama Ozark, Alabama
State Bancorp, Inc., State Bank of Long Island, New York March 26, 1986
New Hyde Park, New York New Hyde Park, New York
T N Bancshares, Inc., Coronado Bancshares, Inc., Dallas April 11, 1986
El Paso, Texas El Paso, Texas
Coronado Bank,
El Paso, Texas
Union Bancshares of Campbell Union Bank, Atlanta March 31, 1986

County, Inc.,
Jellico, Tennessee

Jellico, Tennessee
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
Union National Corporation, Valley National Bank, Cleveland April 10, 1986
Mount Lebanon, Freeport, Pennsylvania
Pennsylvania
United Bankshares, Inc., Intermountain Bankshares Inc., Richmond April 3, 1986
Parkersburg, West Virginia Charleston, West Virginia
United Southeastern Athens-Limestone Bank, Atlanta April 14, 1986
Bancshares, Inc., Athens, Alabama
Athens, Alabama
Williamsburg Bancshares, Inc., Farmers National Bank of Cleveland April 9, 1986
Williamsburg, Kentucky Williamsburg,
Williamsburg, Kentucky
Wrightsville Bancshares, Inc., Bank of Wrightsville, Atlanta April 2, 1986
Wrightsville, Georgia Wrightsvilie, Georgia
Section 4
Applicant Bank(s)/Nonbanking Reserve Effective
Company Bank date
Banc One Corporation, HCL Leasing Corporation, Cleveland March 31, 1986
Columbus, Ohio Parsipanny, New Jersey
The Chase Manhattan Genola II, Inc., New York April 16, 1986
Corporation, Moberly, Missouri
New York, New York
The Chase Manhattan The New York Switch New York March 18, 1986
Corporation, Corporation,
New York, New York Fort Lee, New Jersey
Creditanstalt-Bankverein, Pacific Overseas Finance New York March 27, 1986
Vienna, Austria Corporation,
San Francisco, California
Liberty BanCorporation, F-P-H Agency, Inc., Chicago April 16, 1986
Durant, Iowa Durant, Iowa
McLaughlin Holding Company, = MBC FINANCIAL CORP., Chicago April 10, 1986
Moline, Illinois Moline, Illinois
Mid Town Bancorp, Inc., making real estate development Chicago April 14, 1986
Chicago, Illinois loans and real estate rehabilita-
tion loans
Southern National Corporation, = Southern International Richmond April 21, 1986
Lumberton, North Carolina Corporation,
Charlotte, North Carolina
Sovran Financial Corporation, Internet, Inc., Richmond March 28, 1986

Norfolk, Virginia

Reston, Virginia
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ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Applicant Bank(s) Rgiirl‘(’e E'ﬂ";‘;ve
The Bel Air Bank, The Commercial Bank, Richmond April 21, 1986
Bel Air, Maryland Bel Air, Maryland
City Bank and Trust Company,  Farmers and Merchants Bank of St. Louis March 31, 1986
Moberly, Missouri Huntsville,
Huntsville, Missouri
The New Waterford Interim The New Waterford Bank, Cleveland March 27, 1986
Bank, New Waterford, Ohio
New Waterford, Ohio
The Merrill Trust Company, Merrill Bank, N.A., Boston March 31, 1986
Bangor, Maine Farmington, Maine
The Toledo Trust Company, First Buckeye Bank, N.A., Cleveland March 25, 1986

Toledo, Ohio Mansfield, Ohio

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.

CBC, Inc. v. Board of Governors, No. 86-1001 (10th
Cir., filed Jan. 2, 1986).

Howe v. United States, et al., No. 85-4504-C (D.
Mass., filed Dec. 6, 1985).

Myers, et al. v. Federal Reserve Board, No. 85-1427
(D. 1daho, 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).

Jensen v. Wilkinson, et al., No. 85-4436-S, et al. (D.
Kan., filed Oct. 10, 1985).

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

First National Bank of Blue Island Employee Stock
Ownership Plan v. Board of Governors, No. 85—
2615 (7th Cir., filed Sept. 23, 1985).

First National Bancshares II v. Board of Governors,
No. 85-3702 (6th Cir., filed Sept. 4, 1985).

McHuin v. Volcker, et al., No. 85-2170 WARB (W.D.
OKl., filed Aug. 29, 1985).

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

Florida Bankers Association, et al. v. Board of Gover-
nors, No. 85-193 (U.S., filed Aug. 5, 1985).

Urwyler, et al. v. Internal Revenue Service, et al., No.
CV-F-85-402 REC (E.D. Cal,, filed July 18, 1985).

Johnson v. Federal Reserve System, et al., No. S85-
0958(R) and S85-1269(N) (S.D. Miss., filed July 16,
1985).

Wight, et al. v. Internal Revenue Service, et al., No.
CIV S-85-0012 MLS (E.D. Cal., filed July 12, 1985).

Cook v. Spillman, et al., No. CIV S-85-0953 EJG
(E.D. Cal., filed July 10, 1985).

Florida Bankers Association v. Board of Governors,
No. 84-3883 and No. 84-3884 (11th Cir., filed Feb.
15, 1985).

Florida Department of Banking v. Board of Gover-
nors, No. 84-3831 (11th Cir., filed Feb. 15, 1985),
and No. 84-3832 (11th Cir., filed Feb. 15, 1985),

Lewis v. Volcker, et al., No. C-1-85-0099 (S.D. Ohio,
filed Jan. 14, 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. 84~
1335 (D.D.C., filed Apr. 30, 1984).

Securities Industry Association v. Board of Gover-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24., 1980),
and No. 80-2730 (D.C. Cir., filed Oct. 24, 1980).
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Membership of the Board of Governors
of the Federal Reserve System, 1913-86

APPOINTIVE MEMBERS'

Federal Reserve  Date of initial

Name

Other dates and information relating

District oath of office to membership?
Charles S. Hamlin........... Boston................ Aug. 10, 1914 ReFap ognt(;.g3i(;\al9l6 and 1926. Served until
e .

Paul M. Warburg ............ New YorK ....oevennnnn. do.......... Term e cinred Aug. 9, 1918,

Frederic A. Delano ......... Chicago ......ocovvenrennnns do.......... Resigned July 21, 1918.

W.P.G. Harding ............. Atlanta .......coooniiinnn, do.......... Term expired Aug, 9, 1922,

Adolph C. Miller ............ San Francisco............. do.......... Reappointed in 1924. Reappointed in 1934
from the Richmond District. Served until
Feb. 3, 1936.3

Albert Strauss................ New York ... Oct. 26, 1918 Resigned Mar. 15, 1920,

Henry A. Moehlenpah .....Chicago....... Nov. 10, 1919 Term expired Aug. 9, 1920.

Edmund Platt................. New York June 8, 1920 Re&%%ointed in 1928. Resigned Sept. 14,

David C. Wills ............... Cleveland............ Sept. 29, 1920 Term expired Mar. 4, 1921.

John R. Mitchell............. Minneapolis.......... May 12, 1921 Resigned May 12, 1923.

Milo D. Campbell ........... Chicago............... Mar. 14, 1923 Died Mar. 22, 1923.

Daniel R. Crissinger........ Cleveland............ May 1, 1923 Resigned Sept. 15, 1927.

George R. James ............ St. Louis............. May 14, 1923 Relag%po:nted in 1931. Served until Feb. 3,

Edward H. Cunningham...Chicago .................... do.......... Died Nov. 28, 1930.

Roy A. Young................ Minneapolis ......... Oct. 4, 1927 Resigned Aug. 31, 1930.

Eugene Meyer................ New York ........... Sept. 16 1930 Resigned May 10, 1933.

Wayland W. Magee......... Kansas City......... May 18, 1931 Term expired Jan. 24, 1933.

Eugene R. Black............. Atlanta ............... May 19, 1933 Resigned Aug. 15, 1934,

M.S. Szymczak.............. Chicago............n.. June 14, 1933 Resalppfglgied in 1936 and 1948. Resigned May

J.J. Thomas................... Kansas City............... do.ecueunn. Served until Feb. 10, 1936.3

Matriner S. Eccles.......... San Francisco ...... Nov. 15, 1934 Reappointed in 1936, 1940, and 1944,
Resigned July 14, 1951.

Joseph A. Broderick........ New York ........... Feb. 3, 1936 Resigned Sept. 30, 1937.

John K. McKee.............. Cleveland.................. do.......... Served until Apr. 4, 1946.3

Ronald Ransom.............. Atlanta ........oooeciininnns do.......... Reappointed in 1942, Died Dec. 2, 1947.

Ralph W, Morrison ......... Dallas................. Feb. 10, 1936 Resigned July 9, 1936,

Chester C. Davis ............ Richmond............ June 25, 1936 Reappointed in 1940. Resigned Apr. 15, 1941.

Ernest G. Draper.... ..New York ........... Mar. 30, 1938 Served until Sept. 1, 1950.3

Rudolph M. Evans.......... Richmond.... ..Mar. 14, 1942 Served until Aug. 13 19543

James K. Vardaman, Jr. ..St. Louis.. ..Apr. 4, 1946

Lawrence Clayton........... Boston................ Feb. 14 1947

Thomas B. McCabe ........ Philadelphia.......... Apr. 15, 1948

Edward L. Norton........... Atlanta ............... Sept. 1, 1950

Oliver S. Powell ............. Minneapolis................ do..........

Wm. McC. Martin, Jr. ..... New York ........... April 2, 1951

AL Mills, Jroooooonenne. San Francisco ...... Feb. 18, 1952

J.L. Robertson................ Kansas City............... do..........

C. Canby Balderston........ Philadelphia ......... Aug. 12, 1954

Paul E. Miller ................ Minneapolis ......... Aug. 13, 1954

Chas. N. Shepardson....... Dallas................. Mar. l7, 1955

G.H. King, Jr. .....ccoe0.ul Atlanta ............... Mar. 25, 1959

Resigned Nov. 30, 1958.

Died Dec. 4, 1949,

Resigned Mar. 31, 1951.

Resigned Jan. 31, 1952.

Resigned June 30, 1952.

Re&%%ointed in 1956. Term expired Jan. 31,
Reappointed in 1958. Resigned Feb. 28, 1965.
Reappointed in 1964. Resigned Apr. 30, 1973.
Served through Feb. 28, 1966.

Died Oct. 21, 1954,

Retired Apr. 30, 1967.

Reappointed in 1960. Resigned Sept. 18, 1963.
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Name Federal Reserve

Date of initial

Other dates and information relating

District oath of office to membership?
George W. Mitchell......... Chicago........ccoeune Aug. 31, 1961 Relagp_,%o:inted in 1962. Served until Feb. 13,
J. Dewey Daane.............. Richmond............ Nov. 29, 1963 Served until Mar. 8, 1974.2
Sherman J. Maisel .......... San Francisco ...... Apr. 30, 1965 Served through May 31, 1972,
Andrew F, Brimmer........ Philadelphia......... Mar. 9, 1966 Resigned Aug. 31, 1974,
William W. Sherrill ......... Dallas................. May 1, 1967 Reappointed in 1968. Resigned Nov. 15, 1971.
Arthur F. Burns ............. New York ........... Jan. 31, 1970 Telrgn;sbegan Feb. 1, 1970. Resigned Mar. 31,
John E. Sheehan............. St. Louis............. Jan. 4, 1972 Resigned June 1, 1975.
Jeffrey M. Bucher........... San Francisco ...... June 5, 1972 Resigned Jan. 2, 1976.
Robert C. Holland .......... Kansas City ......... June 11, 1973 Resigned May 15, 1976.
Henry C. Wallich............ Boston.........c...... Mar. 8, 1974
Philip E. Coldwell........... Dallas..........c...... Oct. 29, 1974 Served through Feb. 29, 1980.
Philip C. Jackson, Jr. ...... Atlanta ............... July 14, 1975 Resigned Nov. 17, 1978,
J. Charles Partee ............ Richmond............ Jan, 5, 1976 Served until Feb. 7, 1986.3
Stephen S. Gardner......... Philadelphia ......... Feb. 13, 1976 Died Nov. 19, 1978,
David M. Lilly ............... Minneapolis ......... June 1, 1976 Resigned Feb. 24, 1978.
G. William Miller............ San Francisco ...... Mar. 8, 1978 Resigned Aug. 6, 1979,
Nancy H. Teeters............ Chicago............... Sept. 18, 1978 Served through June 27, 1984,
Emmett J. Rice .............. New York ........... June 20, 1979
Frederick H. Schultz....... Atlanta ............... July 27, 1979 Served through Feb. 11, 1982.
Paul A. Volcker.............. Philadelphia ......... Aug. 6, 1979
Lyle E. Gramley............. Kansas City.......... May 28, 1980 Resigned Sept. 1, 1985.
Preston Martin ............... San Francisco ...... Mar. 31, 1982 Resigned April 30, 1986.
Martha R. Seger............. Chicago............... July 2, 1984
Wayne D. Angell............ Kansas City......... Feb. 7, 1986
Manuel H. Johnson......... Richmond............ Feb. 7, 1986
Chairmen’ Vice Chairmen’

Charles S. Hamlin......... Aug. 10, 1914-Aug. 9, 1916

W.P.G. Harding ........... Aug. 10, 1916-Aug. 9, 1922
Daniel R. Crissinger...... May 1, 1923-Sept. 15, 1927
Roy A. Young.............. Oct. 4, 1927-Aug. 31, 1930

Eugene Meyer.............. Sept. 16, 1930-May 10, 1933
Eugene R. Black........... May 19, 1933-Aug. 15, 1934

Marriner S. Eccles........ Nov. 15, 1934-Jan. 31, 1948
Thomas B. McCabe ...... Apr. 15, 1948-Mar. 31, 1951
Wm. McC. Martin, Jr....Apr. 2, 1951-Jan. 31, 1970

Arthur F. Burns ........... Feb. 1, 1970-Jan. 31, 1978
G. William Miller.......... Mar. 8, 1978-Aug. 6, 1979
Paul A. Volcker............ Aug. 6, 1979-
EX-OFFICIO MEMBERS!

Secretaries of the Treasury

W.G. McAdoo.............. Dec. 23, 1913-Dec. 15, 1918
Carter Glass ................ Dec. 16, 1918-Feb. 1, 1920
David F. Houston......... Feb. 2, 1920-Mar. 3, 1921
Andrew W. Mellon ....... Mar. 4, 1921-Feb. 12, 1932
Ogden L. Mills.............. Feb. 12, 1932-Mar. 4, 1933

William H. Woodin ....... Mar. 4, 1933-Dec. 31, 1933
Henry Morgenthau, Jr. ..Jan. 1, 1934-Feb. 1, 1936

Frederic A. Delano ....... Aug. 10, 1914-Aug. 9, 1916

Paul M. Warburg.......... Aug. 10, 1916-Aug. 9, 1918
Albert Strauss.............. Oct. 26, 1918-Mar. 15, 1920
Edmund Platt............... July 23, 1920-Sept. 14, 1930
J.J. Thomas................. Aug. 21, 1934-Feb. 10, 1936
Ronald Ransom............ Aug. 6, 1936-Dec. 2, 1947

C. Canby Balderston ..... Mar. 11, 1955~Feb. 28, 1966
J.L. Robertson............. Mar. 1, 1966—-Apr. 30, 1973

George W. Mitchell....... May 1, 1973-Feb. 13, 1976
Stephen S. Gardner....... Feb. 13, 1976-Nov. 19, 1978
Frederick H. Schultz.....July 27, 1979-Feb. 11, 1982
Preston Martin ............. Mar. 31, 1982-Mar. 31, 1986

Comptrollers of the Currency
John Skelton Williams ...Feb. 2, 1914-Mar. 2, 1921
Daniel R. Crissinger...... Mar. 17, 1921-Apr. 30, 1923

Henry M. Dawes.......... May 1, 1923-Dec. 17, 1924
Joseph W. Mclntosh ..... Dec. 20, 1924-Nov, 20, 1928
JW.Pole....ocooovvnininnns Nov. 21, 1928-Sept. 20, 1932
J.F.T. O’Connor........... May 11, 1933-Feb. 1, 1936

1. Under the provisions of the original Federal Reserve Act, the
Federal Reserve Board was composed of seven members, including
five appointive members, the Secretary of the Treasu?r, who was ex-
officio chairman of the Board, and the Comptroller of the Currency.
The original term of office was ten years, and the five original
appointive members had terms of two, , six, eight, and ten years
respectively. In 1922 the number of appointive members was in-
creased to six, and in 1933 the term of office was increased to twelve
years. The Banking Act of 1935, approved Aug. 23, 1935, changed the
name of the Federal Reserve B to the Board of Governors of the
Federal Reserve System and provided that the Board should be

composed of seven appointive members; that the Secretary of the
Treasury and the Comptroller of the Currency should continue to
serve as members until Feb. 1, 1936, or until their successors were
agpointed and had qualified; and that thereafter the terms of members
should be fourteen years and that the designation of Chairman and
Vice Chairman of the Board should be for a term of four years.

2. Date after words ‘‘Resigned’” and *‘Retired’’ denotes final day of
service.

3. Successor took office on this date.

4. Chairman and Vice Chairman were designated Governor and
vice Governor before Aug. 23, 1935.
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Money Stock and Bank Credit A3

1.10 RESERVES, MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Monemry and credlt awegl

| rates of ch d in percent)!
Tiem 1985 1986 1985 1986
Q2 Q3 Q4 Qi Nov. Dec. Jan, Feb. Mar.
Reserves of depository institutions?
O 12.2 16.4 12.1 129 20.0 21.9 4.8 12.0¢ 13.4
2 Required....... 12.3 17.1 11.1 12.0 15.4 18.8 34 12.6 19.0
3 Nonborrowed 14.1 18.2 9.9 19.0 4.9 346 19.9 9.1 16.9
4 Monetary base’ 7.5 9.7 8.1 8.6 10.2 8.4 8.9 7.6" 8.3
Concepts of money, liguid assets, and debt*
M1 10.5 14.5 10.7 7.7 11.5 12.6 L1 7.3 14.1
6.3 9.5 6.0 4.2 59 7.4 1.57 3.57 6.4
5.5 1.7 6.5 7.4 57 7.4" 8.97 6.07 6.6
6.0 7.9 9.5 n.a. 11.87 12.17 7.2 5.8 n.a.
12.1 12.9 14.4 16.2 15.8 218 18,3 10.3 n.a.
10IMS............ e 5.0 8.0 4§ 3.1 4 5.3 1. ¥ 3.9
1L I M3 OnlYd ..ottt 26 20 8.2 20.0 54 8.¢ 38.9 15.7 7.2
Time and savings deposits
Commercial banks
120 8avinES” oottt e -1.0 7.6 3.2 1.9 39 -38 29 29 5.8
13 Small-denomination time® . ... . 2.4 -3.3 -1.6 5.2 6 6.0 7.5 4.7 2.8
14 _ Large-denomination time9 10| 6.9 -3¢ 4.1 18.5 12.3 10.4 45.6 1.0 ~17.7
Thrift institutions
15 SAVINES -t vr et e 38 129 7.5 3.4 7.4 Jg 1.3 4.7 8.0
16 Small-denommauou time . cane 1.0 -2.8 -29 6.7 .0 6.1 7.7 8.4 7.9
17 Large-denomination ume’ 55 -1.0 5.2 10.0 23 8.5 6.9 114 27.%
Debt components*
18 Federal .........c.iiiiiiii ittt iniiaierancannas 12,6 14.6 15.1 17.8 24.1 29.1 17.0 10.4 n.a.
19 Nonfederal ...............cooviiiiiiiiinn. N 12.0 12.3 4. 15.7 13,3 19.6 18.7 10.2 n.a.
20 Total loans and securities at commercial bank: 9.7 9.6 8.8 9.7 16.4 16.6 15.3 4.1 9.5

1. Unless ovherwuw noted, rates of change are calculated from average
ding month or quarte:

commercial banks, money market funds (general purpose and broker/dealer),
foreign governments and commercial bnnks. and the U.S. government,
subtractcd isa consohdntlon dj s the

2. Figures mcm‘-gomze adjustments for %Lwontmumcn associated with the
implementation of Monetary Control Act and other y to
reserve requirements. To edjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required

ts and vanlt cash held by thnﬂ institutions to service their time .md

savmgx d:eposlts
rlus large-d d its and term RP liabilities (in
100,000 or more) tssued Jy commercu\l banks and thrift institutions,

reserves is subtracted from the actual series. Similar a{ml di -
uvities in the monetary base, required clearing balances and adyustments to
compensate for float also are subtracted from the actual series.

3. The monetary base not i, d for di ities ists of total
reserves plus required cleanns and adju to for float
at Federal Reserve Banks glus the currencg component of the money slock less
the amount of vault cash of th that is included in the
currency component of the money stock plus, for institutions not having requu'ed
reserve balances, the excess of current vault cash over the amount applied to
satisfy current reserve After the i d of contemporaneous
reserve requirements (CRR), cuirency and vault cash figures are measured over
the weekly computation period ending Monday.

Before CRR, all of the y base other than excess reserves
are seasonally adjusted as a whole, rather than by component, and excess
reserves are add on a not seasonally adjusted basis. After CRR, the seasonally

d series of djusted total reserves, which include
eXcess reserves on a not seasonally ad;usled basis, plus the seasonally adjusted
currency component of the money stock plus the ng items
achus as a whole.

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

Ml: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults

of commercial banks; (2) travelers checks of nonbank issuers; (3) d

term Eurodollnrs held by U branches of U.S. btmks
worldwxde and at all bankmg omces in the Umted Kingdom and Canada, and

in both , institution-only money market mutual
funds. Exclud it y institutions, the U.S. government,
money mnrket funds, and fom,gn bnnfs md official i lnstmmons Also subtracted is

that of overnight RPs
and Eurodollars held b msuwuon-only money market mutual funds.

L: M3 plus the non 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 outstending 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

ancial debt is the Federal Reserve Board's flow of funds accounts. Debt

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 ot‘ ovel t RPs and Eurodollars, money market fund balances

(‘xeneral brokcrldealer). MMDA:. and savings and small time

38 the estimated and vauit cash held by

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
pracess of collection and Federal Reserve float; and (4) ather checkable depoagts

i,

thrift institutions to service their ume nnd “",‘:‘,ﬁ‘ deposn liabiities.
6. Sum of large time deposits, term RPs of U,
money market fund balances (ingtitution-only), less a conasolidation ad;ustmem

(OCD) consisting of negotiable order of withdrawal (NOW) and automatic
service (ATS) _accounts at depoutm institutions, credit union sharc draft
and institutions. The currency and demand
of vault cash and demand
de sns res tively held by thnﬁ institutions to service their OCD liabilities.
2: M1 plus overmght (and continuing contract) repurchase agreements (RPs)
issued by 1al banks and overnight Burodoliars issued to U.S. residents
by foreign brnnches 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 iess than $100,000), and balances in both taxabie and
tax-exempt enernl purpose and brokerldealer money market mutual funds.
:ﬁh balances at de; snory
institutions md mom.y market funds, Alm excludes balances held

that rep the of overnight RPs and Eurodollars held by
institution-only money market mutuai funds.
7. Excludes MMDAs.

8, Small-denomination time depouits——includina retail RPs—are those issued
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, excluding those booked at international banking facilities.

10. e-denomination 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

M°mmf'y“;u?::s of Weekly averages of daily figures for week ending
Factors 1986 1986
Jan. Feb. Mar. Feb. 12 | Feb. 19 | Feb. 26 Mar. § Mar. 12 | Mar. 19 | Mar. 26
SUPPLYING RESERVE FUNDS
1 Reserve Bank credit ..................... 206,784 199,811 199,988 198,077 200,179 198,841 199,657 200,138 199,346 198,876
2 US. government securities!.......... 00 181,208 174,309 174,710 172,271 174,534 173,935 175,429 175,010 173,891 173,841
3 Bought outright..................... 179,076 | 174,088 | 174,492 | 172,271 174,534 | 173,935 | 175,429 ( 174,421 173,891 173,
4 Held under repurchase agreements. ... 2,13 21 218 0 0 ] 0 589 0
5  Federal agency obligations ............. 8,754 8,248 8,246 8,213 8,195 8,193 8,187 8,299 8,187 8,335
6 Bought outright..............cc.ovu0 8,227 ,204 8,187 8,213 8,195 8,193 8,187 8,187 8,187 8,187
7 Held under repurchase agreements. . .. 527 4 59 0 0 0 0 112 0 148
8 Acceptances..............coviieiieen, 0 ] 0 0 0 0 0 0 0 0
9 Loan .......................... e 834 872 755 596 1,161 1,038 654 754 758 780
l0 Float .......cocovvviiiiiniirones 758 1,056 773 1,131 ,046 1,159 357 761 619 231
i1 Other Federal Reserve assets e 15,230 15,326 15,471 15,866 15,243 14,516 15,030 15,314 15,890 15,690
12 Gold stock ............................. 11, ,090 11,090 11,090 ,090 090 11,090 ,090 11,090 11,090
al drawing rights certificate account .. .. 4,718 4,718 4,718 4,718 4,718 4,718 4,718 4,718 4,718 4,718
14 l reasury cun-ency outstanding ........... 17,079 17,131 17,190 17,120 17,134 17,148 17,162 17,176 17,190 17,204
ABSORBING RESERVE FUNDS
15 Currency in circulation .................. 193,330 191,241 192,447 191,275 191,712 191,195 191,302 192,412 192,807 192,474
16 Treasury cash holdings .................. 555 575 609 578 576 580 602 603 605 614
Deposits, other than reserve batances, with
eral Reserve Banks
17 Treasury.. 10,569 7,282 3,39 6,854 6,167 6,922 4,477 3,496 3,044 3,610
18 Foreign.........cooovviiiiennnns 260 21 260 199 207 232 286 246 264 266
19 Service-related balances and adjustments 1,985 1,951 1,863 1,860 1,886 2,158 1,904 2,104 1,718 1,757
................................ 486 445 437 41 474 425 451 410 690 427
2l Other Federal Reserve liabilities and
............................. 6,287 6,326 6,391 6,391 6,117 6,243 6,645 6,600 6,184 6,278
22 Rcserve balances wnh Federal
Reserve Banks?.............co00nees 26,199 24,709 27,497 23,437 25,982 24,042 26,959 27,251 27,033 26,462
End-of-month figures Wednesday figures
1986 1986
Jan, Feb. Mar. Feb. 12 | Feb. 19 | Feb. 26 Mar. § Mar. 12 | Mar. 19 | Mar. 26
SuPPLYING RESERVE FUNDS
23 Reserve Bank credit ..................... 205,146 | 200,473 | 201,820 | 201,309 | 202,179 | 200,013 | 199,183 | 206,265 | 198,690 | 202,789
24 U.S. government securities! 178,992 | 176,536 | 176,620 | 175,087 | 175,011 | 175,870 | 174,562 | 178,585 | 173,965 | 176,712
25 t outright........ 175905 | 176,536 | 176,620 | 175,087 | 175,011 | 175870 | 174562 | 174.461 173,965 174,088
26 Held under repurchase 3087 0 0 0 0 0 0 4,124 0 2,624
27  Federal agency obligations 8,850 8,187 8,187 8,195 8,195 8,187 8,187 8,973 8,187 9,222
8 Bought outright........ 8,227 8, l87 8,187 ,195 8,195 8,187 8,187 8,187 8,187 8,187
29 Held under repurchase agreements 623 ] Q Q 0 0 786 0 1,035
30 ACCEPIanCES...........ioe0niiens 0 0 0 0 0 0 0 0 0 0
3t l.oan .......................... 827 661 818 639 606 682 552 1,704 702 895
2 T N ces 663 =212 360 1,617 3,721 618 639 1,254 402 —146
33 Other Federal Reserve assets........... 15,814 15,301 15,635 15971 ,646 14,656 15,243 15,749 15,434 16,106
34 Gold BOCK . ...t 11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090
35 drawing rights certificate account ... 4,718 4,718 4718 4,718 4,718 4,718 4,718 4,718 4718 4,718
36 reasury currency outstanding ........... 17,104 17,160 17,216 17,132 17,146 17,160 17,174 17,188 17,202 17,216
ABSORBING RESERVE FUNDS
37 Currency in circulation .................. 190,430 | 191,038 193,217 | 191,595 | 191,964 | 191,099 | 191,878 | 192,822 | 192,742 | 192,726
38 Treasury cash holdings .................. 565 604 617 575 580 583 606 604 613 617
Deposits, other than reserve balances with
Federal Reserve Banks
16,228 5,026 3,280 5,596 7,278 4,679 4,430 2,871 1,440 2,394
256 277 274 204 223 254 320 238 248 187
1,505 1,525 1,542 1,508 1,512 1,512 1,525 1,523 1,536 1,537
477 436 51 431 541 425 390 408 528 377
6,622 6,735 6,162 5,997 5,931 6,142 6,509 6,084 5,976 6,144
44 Reserve balances with Federa!
Reserve Banks?.............covivens 21,975 27,799 29,240 28,546 27,104 28,287 26,507 34,711 28,617 31,830
1. Includes securities loaned—fully guaranteed by U.S government securities 2 Excludes required clearing bal and adj to P for

ledged with Federal Reserve Banks—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions.

NOTE For amounts of currency and coin held as reserves, see table 1,12,



1.12 RESERVES AND BORROWINGS

Money Stock and Bank Credit AS

Depository Institutions

Millions of dollars
Monthly averages?
Reserve classification 1983 1984 1985 1985 1986
Dec. Dec. Dec. Aug. Sept. Oct. Nov Dec Jan. Feb.
1 Reserve balances with Reserve Banks! ........... 21,138 21,738 27,620 | 23,415 24,972 25,431 26,385 27,620 26,373 24,700
2 Total vaultgash?.....................ooovienes. 20,755 22316 | 22,956 | 22,839 2,465 2,724 22,457 22,956 24,245 24,962
3 Vault cash used to satisfy reserve requirements3 .| 17,908 18,958 20,522 19,548 19,475 20,038 9,997 20,522 1,687 21,952
4 Surplusvaultcash®........................... 2,347 3,358 2,434 3,291 2,990 2,686 2,460 2,434 2,559 3,010
S Total reservess..........oooiiniiiiiiiiniieiins 38,894 40,696 | 48,142 42,963 44,447 44,469 46,382 48,142 ,060 46,652
6 Required reserves.............ccoovvviniiniinn, 38,333 39,843 47,085 42,135 | 43,782 44,716 | 45454 | 47,085 46,949 45,555
7 Excess reserve balances at Reserve Banks6 ....... 561 853 1,058 827 666 753 928 1,058 L1 1,007
8 Total borrowings at Reserve Banks............... T4 3,186 1,318 1,073 1,289 1,187 1,741 1,318 770 884
9 nal borrowings at Reserve Banks ......... 96 113 56 21 203 172 107 56 36 56
10  Extended credit at Reserve Banks”............. 2 2,604 499 570 656 629 530 499 497 492
Biweekly averages of daily figures for weeks ending
1985 and 1986

Dec.4 | Dec. 18 | Jan. 1 Jan. 15 | Jan. 29 | Feb. 12 | Feb. 26 | Mar, 12" | Mar. 26 | Apr. 9

11 Reserve balances with Reserve Banks! ........... 27,029 27,503 27,928 28,282 24,710 23,924 24,989 27,102 26,704 28,291
12 Total vault cash?...............coovivniiinnus. 22,543 464 23,612 23,591 24,684 26,078 24,348 | 22,5717 22,986 22,121
13 Vault cash used to satisfy reserve requirements’ .| 20,028 20,199 21,022 21,288 21,961 22,891 21,424 20,016 20,409 19,809
14 Surplusvaultcash®....................c.....0. 2,515 2,265 2,590 2,304 2,723 3,187 2,924 2,561 2,577 2,312
15 Totalreservess. . .......covviiniinieniinvennnn.. 47,057 47,702 | 48,950 | 49,570 | 46,671 46,815 46,413 | 47,118 47,113 48,100
16 Required reserves............covvvivnienannnenes 46,005 46,875 7,644 48,294 | 45,753 45,629 | 45406 | 46,142 46,187 47,470
17 Excess reserve balances at Reserve BanksS ....... 1,052 828 1,307 1,276 918 1,187 1,008 976 N6 630
18 Total borrowings at Reserve Banks............... 2,928 841 1,338 614 903 662 1,100 704 769 874
19  Seasonal borrowings at Reserve Banks ......... 84 53 51 28 42 44 66 65 69 76
20 Extended credit at Reserve Banks?............. 503 524 472 471 529 480 506 475 535 576

1. Exclud
float.

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

3. Equal to all vault cash held during the lﬁged 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
amount of vault cash equal to their required reserves during the maintenance

quired clearing bal and adjustments to compensate for

q di

p period by i having d reserve bal 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 blished for the d 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

y avi

5. Total reserves not ad inuities consist of reserve bal
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

NoTE. These data also appear in the Board’s H.3 (502) release. For address, see
inside front cover.

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1986 week ending Monday
By maturity and source
Feb. 17 Feb. 24 Mar. 3 Mar, 10 | Mar. 17 | Mar. 24 | Mar. 31 Apr. 7 Apr. 14
One day and continuing contract
1 Commercial banks in United States .................. 64,533 65,474 67,344 74,710 70,119 67,991 66,593 77,452 75,488
2 Other depository institutions, foreign banks and foreign
official institutions, and U.S. government agencies . 32,073 33,709 35,606 40,201 41,839 39,070 38,368 39,712 40,106
3 Nonbank securities dealers. .. 9,956 11,690 10,825 9,486 9,918 9,022 9,113 10,027 10,498
4 Allother..........oviiiiii i e 27,319 28,583 29,808 28,2600 28,364 27,653 23,446 26,583 25,542
All other maturities
5 Commercial banks in United States .................. 11,537 11,228 11,141 11,206 10,666 10,509 12,443 9,664 9,301
6 Other depository institutions, foreign banks and foreign
official institutions, and U.S. government agencies . 6,296 6,336 7,420 7,534 7,635 7,747 8,080 7,287 7,590
7 Nonbank securities dealers.................c..o0iin 10,748 10,052 10,308 11,054 11,581 10,604 10,828 9,912 10,505
BAllother ... .o 11,185 10,874 10,844 10,676 10,093 10,625 14,646 9,434 10,013
MEeMo: Federal funds and resale agreement loans in
maturities of one day or continuing contract
9 Commercial banks in United States .................. 28,433 29,360 29,047 32,275 30,3477 26,605 25,894 33,684 31,752
10 Nonbank securitics dealers................ Ceerieeens 8,954 10,155 11,502 12,983 11,964 10,689 9,592 11,245 9,056

1. Banks with assets of $1 billion or more as of Dec. 31, 1977,
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1.14 FEDERAL RESERVE BANK INTEREST RATES
Percent per annum

Current and previous levels

Extended credit?
Shon—tgrm adju:ltmerht. clredil First 60 d Next 90 d
Federal Reserve and seasonal credit irst ays ext ays
Bank of borrowing of borrowing After 150 days Effective date
for current rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
4/25/86 date rate 4/25/86 4/25/86 rate 4/25/86 rate
Boston ......... [17} 4/21/86 7 373 k47) 8 8% 9 4/21/86
New York...... 4/21/86 Y 4/21/86
Philadelphia. .. .. 4/23/86 4/23/86
Cleveland....... 4/21/86 4/21/86
Richmond ...... 4/21/86 4/21/86
Atlanta......... 4/22/86 4/22/86
Chicago ........ 4/21/86 4/21/86
St. Louis ....... 4/22/86 4/22/86
Minneapolis. . ... 4/21/86 4/21/86
Kansas City .... 4/21/86 4/21/86
las.......... 4/21/86 4/21/86
San Francisco. .. 6% 4/21/86 7 [17] 7 T 8 :1%] 9 4/21/86
Range of rates in recent years?
Range (or F.R. Range (or F.R. Range (or F.R.
Effective date kﬁ'ell.)g B::f)k Effective date A"]‘{%); B:;-'k Effective date kﬁ'?ﬁ Bz'f‘k
Banks N.Y. Banks N.Y Banks N.Y.
In effect Dec. 31, 1973 7% T4 1978— July Va Va 1981— Deg. 12 12
1974— Apr. 25 . 74-8 8 Aug. 21 Va %
30 . 8 8 Sept. 8 1982— July 11%-12 1%
Dec. 9. 7%-8 % Oct. 8-81h 8l 114 114
16 . TV T 8%, 8l Aug. 11-11% 11
Nov. 8191 9% 1
1975— Jan. 6. TVa-1% T 9% 9 10 10%2
10 . N TVa 10-10%2 10
24 . TVa Va 1979— July 1] 10 10 10
Feb, 5. 6Y4-~7V4 6% Aug. 10-10%2 101, Oct 9l4-10 9lA
7. 6% 6% 1014 [L7) 94 9%
Mar. 10. 6Ya-6% 6% Sept. 10%-11 11 Nov. 9-9% 9
14. 6Ys 6V 11 9 9
May 16 . 6-6l4 6 Oct. 11-12 12 Dec 8159 9
23. 6 6 12 849 8%
8 8
1976— Jan. 19 . 5Ve-6 sk 1980— Feb. 12-13 13
23 . 5 sk 13 13 1984— Apr. 814-9 9
Nov. 22 .. she-Sln 5V May 12-13 13 9 9
26 . 7 5V 12 12 Nov. 811 -9 8l
June 1-12 1 8l 8l
1977— Aug. 30 . SVa=S5Ya 5l 11 11 Dec. 8 8
31 5Ye-5% 5% July 10-11 10
Sept. 2 5% 5% 10 10 1985— May 7Vo-8 7%
Oct. 26 . 6 Sept. 11 11 7 7%
Nov, 12 12
1978—Jan. 9. 662 6l4 Dec. 12-13 13 1986— Mar. -1 7
20 6la 62 13 13 7
May 11. 6¥2-7 7 13-14 14 Apr. 61A-7 62
12. 7 7 6l 62
Juy 3............ 7-7Vs 7Va 1981— May 14 14
Nov, 131—314 }g In effect Apr. 25, 1986 [17] 6%

1. A temporary simplified seasonal program was established on Mar, 8, 1985,
and the interest rate was a fixed rate !4 percent above the rate on adli)léstment
credit. The program was re-established on Feb. 18, 1986; the rate may be either
the same as that for adjustment credit or a fixed rate 2 percent higher.

2. Applicable to advances when exceptional circumstances or practices involve
°:IJ' a particular depository institution and to advances when an institution is
under sustained liquidity pressures. As an alternative, for loans outstanding for
more than 150 days, a Federal Reserve Bank may charge a flexible rate that takes
into account rates on market sources of funds, but in no case will the rate charged
be less than the basic rate plus one percentage point. Where credit provided to a
particular depository institution is anticipated to be outstanding for an unusuallx
prolonged period and in relatively large amounts, the time period in which eacl
rate under this structure is applied may be shortened. See section 201.3(b)(2) of
Regulation A.

3. Rates for short-term adjustment credit, For description and earlier data see
the followi ublications of the Board of Governors: Banking and Monetary
Statistics, 1914-1941, and 1941-1970; Annual Statistical Digest, 1970-1979, 1980,
1981, and 1982.

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. S, 1980, and
to 4 percent on May 5, 1981, The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12. As of Oct. 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-week
period. The surcharge was eliminated on Nov. 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

b"f be lank l;l" ents Depgaitor‘y inlslitu!ion. requtgr‘ellments
. efore implementation of the , er implementation of the
Type of deposit, and Type of deposit, and 6
eposit mrv A Monetary Control Act g:posit Levinl Monetary Control Act
Percent Effective date Percent Effective date
Net demand? Net transaction accounts™
$0 million-3$2 million 7 12/30/76 31.7 million. . 3 12/31/85
$2 million-$10 million [173 12/30/76 Over $31.7 million. . 12 12/31/85
$10 million-$100 milli 11% 12/30/76
$100 million-$400 millio 12% 12/30/76 Nonp | time deposits®
Over $400 million ..... 16Vs 12/30/76 By original maturity
Less than 1V years. 3 10/6/83
Time and savings23 114 years or more .. 0 10/6/83
SAVINES .. .vveevreviini i 3 3/16/67
. Eurocurrency liabilities
Time* . Altypes ..o 3 11/13/80
$0 million-$5 million, by maturity
30-179 days ...... 3 3/16/67
180 days to 4 years 2% 118176
4 years or more . .. 1 10/30/75
Over $5 million, by m:
30-179 days .... 6 12/12/74
180 days to 4 ye 2% 1/8/76
4 years or more .. ... 1 10/30/75

1. For changes in reserve requirements beginning 1963, see Board's Annual
Statistical Digest, 1971-1975, and for prior changes, se¢ Board’s Annual Report
for 1976, table 13. Under provi of the M y Control Act, depository
institutions include commercial banks, mutual savir}as banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge Act

corporations.

2. Requirement schedules are graduated, and each deposit interval applies to
that part of the deposits of each bank. Demand deposits subject to reserve
requirements were gross demand deposits minus cash items in process of

ion and di d bal ue from domestic banks.

The Federal Reserve Act as amended through 1978 specified different ranges of
requirements for reserve city banks and for other banks. Reserve cities were
designated under a criterion adopted effective Nov. 9, 1972, by which a bank
having net demand deposits of more than $400 million was considered to have the
character of business of a reserve city bank. The presence of the head office of
such a bank constituted designation of that place as a reserve city. Cities in which
there were Federal Reserve Banks or branches were also reserve cities. Any
banks having net demand deposits of $400 million or less were considered 10 have
the character of business of s outside of reserve cities and were permitted to
maintain reserves at ratios set for banks not in reserve cities.

Effective Aug. 24, 1978, the Regulation M reserve requi on net bal
due from domestic banks to their foreign branches and on deposits that foreign
branches lend to U.S. residents were reduced to zero from 4 percent and 1 percent
respectively. The Regulation D reserve requirement of borrowings from unrelated
banks abroad was also reduced to zero from 4 percent.

Effective with the reserve computation period beginning Nov. 16, 1978,
domestic deposits of Edge corg:nmons were subject to the same reserve
reguirements as deposits of member banks.

. Negotiable order of withdrawal (NOW)
ts were subjy

and time deposits such as
to the same requirements as

hristmas and tion club
savings deposits.

The average reserve requirement on savings and other time deposits before
implementation of the Monetary Control Act had to be at least 3 percent, the
minimum specified by law.

4. Effective Nov. 2, 1978, a supplementary reserve requirement of 2 percent
was imposed on large time deposits of $100,000 or more, obligations of affiliates,
and ineligible acceptances. This sufplcmcn%requiremem was eliminated with
the maintenance period beginning July 24, 1980.

Effective with the reserve maintenance period beginning Oct. 25, 1979, a

inal reserve of 8 percent was added to managed liabilities in

5. The Garn-St Germain Depository Institutions Act of 1982 (Public Law 97-
320) provides that $2 million of reservable libilities (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 lisbilitics subject to this zero percent reserve require-
ment each year for the next succeeding calendar year by 80 percent of the
percen 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. Effective Dec. 9, 1982, the amount of the
exe_rgsuon was established at $2.1 million. Effective with the reserve maintenance
Ec | beginning Jan. 1, 1985, the amount of the exemption is $2.4 million.

flective with reserve putation period beginning Dec. 31, 1985, the
amount of the exemption is $2.6 million. In determining the reserve requirements
of a depository institution, the exemption shall m;aly in the following order: (1)
nonpersonal money market deposit accounts (MMDAs) authorized under 12 CFR
section 1204.122; (2) net NOW accounts (NOW accounts less allowable deduc-
tions); (3) net other transaction accounts; and (4) nonpersonal time deposits or
Eurocurrency liabilities starting with those with the highest reserve ratio. With
respect to NOW accounts and other t i the ption appli
only to such accounts that would be subject to a 3 percent reserve requirement.

6. For nonmember banks and thrift institutions that were not members of the
Federal Reserve System on or after July t, 1979, a phase-in period ends Sept. 3,
1987. For banks that were members on or after July 1, 1979, but withdrew on or
before Mar. 31, 1980, the phase-in period established by Public Law 97-320 ends
on Oct. 24, 198S. For existing ber banks the phase-in period of about three
years was completed on Feb. 2, 1984. All new institutions will have a two-year

hase-in beginning with the date that they open for business, except for those
institutions that have total reservable liabilitics of $50 million or more.

. Tr . Tud posits on which the account holder is
permitted to make withdrawals b{enegounble or transferable instruments, pay-
ment orders of withdrawal, and telephone and preauthorized transfers (in excess
of three per month) for the purpose of mlk‘:gg r|::e{ments to third persons or others.
However, MMDAS and similar accounts offered by institutions not subject to the
rules of the sitory Institutions Deregulation Committee (DIDC) that permit
no more than six preauthorized, automatic, or other transfers per month of which
no more than three can be checks—are not t i {such
are savings dep ject to time deposit reserve requir )

8. The Monetary Control Act of 1980 requires that the of tri
accounts against which the 3 percent reserve requirement applies be modified
annually by 80 percent of the p 2g in tr ion accounts held by
alld ions determined as of June 30 each year. Effective Dec. 31,

ion

excess of a base amount. This marginal was to 10

beginning Apr. 3, 1980, was decreased to s percent beginning June 12, 1%0, and
was eliminated beginuinfm.!uly 24, 1980. Managed liabilities are defined as large
time deposits, Eurodollar borrowings, re ments against U.S.
government and federal agency securities, federal funds borrowings from non-
member institutions, and certain other obligations. In general, the base for the
marginal reserve requirement was oriui;mll.f' the grealer of (a) $100 million or (b)
the average amount of the liabilities held by a member bank, Edge
corporation, or family of U.S. brat ies of a foreign bank for the two
reserve computation periods ending Sept. 26, 1979. For the comg;t&liog period

r e

Yy

D y
1981, the amount was increased accordingly from $25 million to $26 million;
effective Dec. 30, 1982, to $26.3 million; effective Dec. 29, 1983, to $28.9 million,
eﬂjﬁqtiv: Jan. 1, 1985, to $29.8 million; and effective Dec. 31, 1985, to $31.7
million.

9. In general, nonpersonal time dep are time d its, including savil
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
10 deposnorz institution offices located outside the United States. For details, see
ion 204.2 of Regulation D.

beginning Mar. 20, 1988, the base was | d by (a) 7 p ol

in an institution’s U.S. office gross loans to foreigners and gross balances due
from foreign offices of other institutions between the base period (Sept. 13-26,
1979) and the week ending Mar. 12, 1980, whichever was greater. For the
computation period beginning hg:{ 29, 1980, the base was increased by 7%
percent above the base used to calculate the marginal reserve in the statement
week of May 14-21, 1980. In addition, beginning Mar. 19, 1980, the base was
reduced to the extent that foreign loans and balances declined.

Note. Required reserves must be held in the form of deposits with Federal
Reserve Banks or vault cash. Nonmembers may maintain reserve balances with a
Federal Reserve Bank indirectly on a pass-through basis with certain approved
institutions.
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1.16 MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions!

Percent per annum

Savings and loan associations and

Commercial banks mutual savings banks (thrift institutions)!

In effect Apr. 30, 1986 In effect Apr. 30, 1986

Type of deposit
Percent Effective date Percent Effective date
L OSAVINGS ...\ tte et et e v et et e & 4/1/86 @ 4/1/86
2 Negotiable order of withdrawal acCoumts ..........coovviieinvniniian.., (6] 1/1/86 ) 1/1/86
3 Money market deposit ACCOUNL . . ... \vvvverenrererearinronrereeninnnnn * 12/14/82 ) 12/14/82
Time accounts
L T I O] 1/1/86 ® 9/1/86
S More than 31days................. P 0183 | ... 10/1/83

1. Effective Oct. 1, 1983, restrictions on the maximum rates of interest payable
by commercial banks and thrift insti on various gories of dep were
removed. For information regarding previous interest rate ceilings on all catego-
ries of accounts see carlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bank Board Journal, and the Annual Report of the Federal
De{oslt Insurance Corporation. .

. Effective Apr. 1, 1986, the interest rate ceiling on savings deposits was
removed. Before Apr. 1, 1986, savings deposits were subject to an interest rate
ceiling of 52 percent. - .

3. Before Jan. 1, 1986, NOW accounts with minimum denomination require-
ments of less than $1,000 were subject to an interest rate ceiling of 5V4 percent.
NOW accounts with minimum required denominations of $1,000 or more and
IRA/Keough (HR10) Plan were not subject to i rate ceilings.
Effective Jan. 1, 1986, the minimum denomination requirement was removed.

4. Effective Dec. 14, 1982, depository institutions are authorized to offer a new
account with a required initial balance of $2,500 and an average maintenance
balance of $2,500 not subject to interest rate restrictions. Effective Jan, 1, 1985,
the minimum denomination and ave% balance maintenance requirements was
lowered to $1,000, Effective Jan. 1, 1986, the minimum denomination and average
balance maintenance requirements were removed. No minimum maturity period
is required for this unt, but depository institutions must reserve the right to
require seven days, notice before withdrawals. Depository institutions may not
guarantee a rate of interest for this account for a period longer than one month or
condition the payment of a rate on a requirement that the funds remain on deposit
for longer than one month. .

5. Before Jan. 1, 1986, deposits of less than $1,000 were subject to an interest
rate ceiling of 5} percent. Deposits of less than $1,000 issued to governmental
units were subject to an interest rate ceiling of 8 percent. Effective Jan. 1, 1986,
the minimum denomination requirement was removed.




1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Policy Instruments A9

Millions of dollars
1985 1986
Type of transaction 1983 1984 1985
Aug, Sept. Oct. Nov. Dec. Jan Feb.
U.S. GOVERNMENT SECURITIES
Outright transactions (exchudi bed
transactions)
Treasury bills
1 Gross purchases 18,888 20,036 22,214 3,056 11N 0 1,180 4,515 286 0
2 Gross sales X 8,557 4,118 1] [{] 265 1] 0 25 2,277
3  Exchange ... 0 (] 0 (1] 350 0 -350 0 [} 0
4 Redemptions ................covevreinnins 2,400 2,700 3,500 [} Q0 0 1] 0 (1] 1,000
Others within 1 year
S  Gross purchases 484 1,126 1,349 [} 0 0 0 143 1] 1]
6 Gross sales. . 0 0 0 ] 0 ] [ 0 0 0
7  Maturity shift 18,887 16,354 19,763 4,895 1,028 529 2,363 943 725 4,776
8 XC e —-16,553 | —20,840 -17,717 | -3,275| -1,807 -942 ~-615| -1,529 —-59% | -2,148
9 Redemptions 87 0 0 0 0 0 0 0 0 0
110 5 years
10  Gross purchases 1,8% 1,638 2,185 6 0 0 0 868 0 0
11 Gross sales 0 ] 0 0 0 0 0 [ 0 ]
12 Maturity shift................ —-15,533 | -13,709 -17,459 [ -3,760| -1,028 =520 -1,731 -943 =703 | -4,776
13 Exchange ................ ... ...l 11,641 16,039 13,853 1,825 1,457 942 650 1,529 596 1,548
S 10 10 years
14  Gross purchases 890 536 458 6 1] 0 0 M5 0
. [} 300 100 Li] 0 0 0 [} 0 0
-2,450 -2,371 -1,857 -1,136 0 -0 —600 0 -22 0
2,950 2,750 2,184 800 0 0 184 0 0 350
18 383 441 293 0 (1] 0 0 197 0 0
19 0 0 0 0 Q 0 0 0 0 0
20 -904 =275 —447 0 0 0 -32 0 0
i 1,962 2,052 1,679 650 V] o 131 4] 1] 250
All maturities
22 Gross purchase: 22,540 23,776 26,499 3,068 1,171 0 1,180 6,068 286 0
23 Gross sales 3,420 8,857 4,218 ] 0 265 0 0 225 2,277
24  Redemption: 2 ,700 3,500 0 0 4 1] [\] [} 1,000
Matched transactions
25  Gross sales 578,591 | 808,986 866,175 64,263 73,925 | 100,92% 85,486 76,399 63,109 90,459
26  Gross purchases 576, 810,432 865,968 64,209 72,347 100,197 84,769 78,962 61,156 94,368
Regurchne ments
27 ross p ses 105,971 | 127,933 134,253 1,928 14,029 0 3,6841 23,3381 24,257 0
28  Gross sales.. 108,291 | 127,690 132,351 1,928 14,029 0 3,684 19,809 | 24,699 3,087
29 Net change in U.S. government securities....... 12,631 8,908 20,477 3,014 -408 -997 463 12,159 -2,335 -2,456
FEDERAL AGENCY OBLIGATIONS
QOutright transactions
30 Gross purchases Q [\] Q [ 0 Q [ ]
31  Gross sales.. 0 ] 0 0 [ Q Q Q Q Q
32 Redemptions pi] 256 162 30 0 0 0 ] —40
Repurchase ements
33 ross 3 8,833 11,509 22,183 354 3,522 0 1,454 7,640 5,384 0
34 QGrosssales.................. 9,213 11,328 20,877 354 3,522 0 1,454 5,947 6,454 623
35 Net change in federal agency obligations........ —672 -76 1,144 -30 0 0 0 1,693 -1,070 —663
BANKERS ACCEPTANCES
36 Repurchase agreements, net.............. e —1,062 —-418 ¢ 0 ] 0 Q 1] 0 Q
37 Tetal net change in System Open Market
ACCOURE .. ...ttt iiiionrnnasnans 10,897 8,414 21,621 2,984 -408 -997 463 13,853| -3,405 -3,119

NoTE. Sales, redemptions, and negative figures reduce holdings of the System
mn Market Account; all other figures increase such holdings. Details may not

to totals because of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements
Millions of dollars

Wednesday End of month
Account 1986 1986
Feb. 26 Mar. 5 Mar. 12 Mar. 19 Mar. 26 Jan. Feb. Mar.

Consolidated condition statement

ASSETS
1 Gold certificate aCCOUNt. . ... vvvvivnnrarneneraniies 11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090
2 Special drawing rights certificate account ............. 4,718 4,718 4.7l8 4,718 4,718 4,718 4,718 4,718
3 Egm .............................................. 586 587 582 582 562 562 589 570
ans
4 To deposltory institutions ......... P 682 552 1,704 702 895 827 661 818
5 Other.......cooiviiiiiiiiiiiieeiniienieiiiiaies 0 0 0 [ 0 0 0 0
Accc mnces—Bought outright
6  Held under repurchase agreements ................. 0 0 0 ] 0 0 ] 0
Federal agency obligations
7 Boughtoutright.................. e 8,187 8,187 8,187 8,187 8,187 8,227 8,187 8,187
8 Held under repurchase agreements ................. 0 0 786 0 1,035 623 0 0

U.S. government securities
Bought outright

9 Bills,...... oo 83,497 82,189 82,088 81,592 81,715 83,532 84,163 84,247
10 Notes 67,397 67,397 67,397 67,397 67,397 67,647 67,397 67,397
11 Bonds 24,976 ,976 976 24,976 24,97 24,726 24,976 24,976
12 Total bought outright! ................c0vvieiae 175,870 174,562 174,461 173,965 174,088 175,905 176,536 176,620
13 Held under repurchase agreements................. 0 0 4,124 0 2,624 3,087 0 0
14 Total U.S. government securities .................... 175,870 174,562 178,585 173,965 176,712 178,992 176,536 176,620
15 Total loans and securities . ...........coovviiivinn.. 184,739 183,301 189,262 182,854 186,829 188,669 185,384 185,625
16 Items in process of collection................coonunt 6,588 7,802 7,285 6,924 5,678 6,519 6,295 5,495
17 Bank PremisSes. .. ovvvuvivreeianeirnroirronneiiaens 611 615 617 618 617 612 616 618

Other assets
18 Denominated in foreign currencies?. ................ 7,349 7,830 7,%43 7.845 7,855 7,336 7,829 7,673
19 Allotherd ..........oovviivinnns e e 6,696 6,798 89 6,971 7,634 7,866 6,856 7,344
20 Total A886L8 . ... ... c.veveereernivireireri iy 222,377 222,741 228,686 221,602 224,983 227,372 223,317 223,133
LIABILITIES

21 S:derql Reserve notes ......ooovvvvinviinninininnnes 175,108 175,897 176,820 176,735 176,690 174,453 175,072 177,189

sits
22 o depository institutions ................. 29,799 28,032 36,234 30,153 33,367 23,480 29,324 30,782
23 U.S. Treasury—General account 4,679 4,430 2,871 1,440 2,394 16,228 5,026 3,280
24  Foreign—Official accounts .............cocvvnvnn 254 320 238 248 187 256 2717 274
25 OtRer........ioviiiiiiiiiiiiiii i 425 39% 408 528 m 477 436 s11
26 Total deposits . ...........covvuvinviniiiiininnien.s, 35,187 3,112 39,751 32,369 36,328 M,“l 35,063 34,847
27 Deferred credititems ...........ccovus0is 5,970 7,163 6,031 6,522 5,824 5,856 6,507 4,935
28 Other liabilities and accrued dividends .. . 2,234 2,128 2,144 2,053 2,195 2,372 2,273 2,184
29 Total liabilitles . .................... e 218,469 218,387 224,746 217,679 221,034 223,122 218,918 219,158

CAPITAL ACCOUNTS

30 Capital paidin........ 1,799 1,800 1,801 1,816 1,820 1,789 1,800 1,821
31 Surplus ......0llse . 1,781 1,781 1,781 1,781 1,781 1,781 1,781 1,781
32 Other capital accounts . . 328 803 358 326 348 680 881 376
33 Total liabilitles and capital accounts. .................. 222,317 222,741 228,686 221,602 224,983 221,372 223,317 223,133
34 MeMO: Marketable U.S. government securmes held in

custody for foreign and international account...... 130,103 132,701 133,307 136,601 135,222 129,152 131,599 136,262

Federal Reserve note statement

35 Federal Reserve notes outstanding
36 Less: Held by bank ......
37 Federal Reserve notes, net ..

Collateral held against notes ne
38  Gold certificate account.

210,200 210,649 211,061 211,161 211,248 208,135 210,237 211,323
K 34,752 34,241 34,426 34,558 33,682 35,165 34,134
175,108 175,897 176,820 176,735 176,690 174,453 175,072 177,189

11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090

39  Special drawing rights ce 4, 718 4,718 4,718 4,718 4,718 4, 718 4,718 4,718

40  Other eligible assets ................ O 0 0 0 0 0

41 U.S. government and agency securities . 159,300 160,089 161,012 160,927 160,882 158.645 159,264 161,381

42 Totalcollateral.................civiviienninnreens, 175,108 175,897 176,820 176,735 176,690 174,453 175,072 177,189
1. Includes securities loaned—fully guaranteed by U.S. government securities 4. Includ h tati refl the monthly revaluation at

pledged with Federal Reserve Banks—and excludes (if any) securities sold and market exchange rates of fq h commitmen

scheduled to be bought back under matched sale-purchase transactions. NoTE: Some of these data afso appear in the Board’ s H 4.1 (503) release. For
2. Assets shown in this line are revalued monthly at market exchange rates. address, see inside front cover.

3. Includes special investment account at Chicago of Treasury bills maturing
within 90 days.



Federal Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and maturity groupings 1986 1986
Feb. 26 Mar. § Mar. 12 Mar. 19 Mar. 26 Jan. 31 Feb. 28 Mar. 31
T Loans—Total............ooviiiiiiiiiiiinieenns 682 552 1,704 702 895 827 661 818
2 Within 15 days. ... 668 546 1,695 678 889 820 647 806
3 16 days to 90 days 14 6 9 24 6 7 14 12
4 9ldaystolyear...........cocoiviiiinininiansns 0 0 0 0 [ 0 0 0
5 Acceptances—Total 0 0 0 0 (1] 0 [i] 0
6  Within 15 days.... 0 '] 0 0 0 0 0 0
7 16 days to %0 days 0 0 [ 0 0 0 0 0
8 91 days to 1 year Q 0 ¢ ] ] Y 0 0
9 U.S. government securities—Total . .................. 175,870 174,562 178,585 173,965 176,712 178,992 176,536 176,620
10 Within1Sdays!..............cc.coiiiiniin s ,2 8,670 12,218 8,730 ,800 5,197 4,893 W1
11 16daysto90days ............ocoiveviiiniennninns 42,348 40,556 1,081 41,799 42,426 46,616 45,663 45,337
12 9ldaysto l year..........oovvvneeeniinnnennniies 55,830 55,899 55,849 53,999 56,04 55,114 56,543 57,350
13 Overlyearto$ years P N 32,298 32,318 32,315 32,315 32,318 35,543 32,315 32,621
14 Over S years to 10 yeal‘s ................ 15,113 15,113 15,113 15,113 15,113 14,763 15,113 15,113
15 OVer 10 years...........coivviniiueriinnneninnins K i i 2,009 2,009 21,759 X !
l6 Federal agency obllgauonsr—Total .................... 8,187 8,187 8,973 8,187 9,222 8,850 8,187 8,187
Within 15 dgoy .................................. 331 190 848 269 1,281 740 33 246
18 16days to90days .......ocvviiiin i 704 885 863 656 617 976 704 617
19 Oldaystolyear.............oooiviiniiiiiininns 1,744 1,694 1,732 1,732 1,844 1,654 1,744 1,844
20 OVer 1 yeart0 5 years........ooovveuenrnnnines 3,821 3,831 3,853 3,853 3,793 4,250 3,821 3,793
21 Over$ years tol0years...........ooviiiiiiiinen 1,178 1,178 1,253 1,253 1,263 821 1,178 1,263
22 OVEr 10 YearS. ... ooiiirnininiiniirennneanans 409 409 424 424 424 49 409 424
1. Holdings under repurchase agr 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

Domestic Financial Statistics (O June 1986

1985 1986
Item 1982 | 1983 | 1984 | 1985
Dec. | Dec. | Dec. | Dec.
Aug. | Sept. | Oct. | Nov. | Dec. Jan., | Feb.r | Mar.
ADJUSTED FOR Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS!
1] Total PeRerves? ... ........ovvvneernrennnrnnrrinsnnen 34.28] 36.14] 29.08| 45.19; 43.19] 43.51] 43.65| 44.38] 45.19( 45.36) 45.82{ 46.33
2 NONBOTTOWEH FESEIVES. . . ot v v ereurrenerrrneeneens 33.65] 35.36] 3590 43.87] 42.12| 42.22; 4246} 42.64| 4387 44.59) 44.93| 45.57
3 Nonborrowed reserves plus extended credit’ .......... 33.831 35.37| 38.50] 44.37| 42.69| 42.87| 43.09| 43.17( 44.37| 45.09] 45.43{ 46.08
4 ReqUIred reSCeTVeS . .....vvuverireniennsnsersensonns 33.78( 35.58)1 38.23) 44.1 42.37| 42841 4290 43.45] 44.1 44,251 44.72] 4542
5 Monetary base. ... ..ot i 170.04| 185.39; 198.80) 216.44]| 210.85} 212.08| 213.12 214.93] 216.44| 218.04| 219.41| 220.90
Not seasonally adjusted
6 TORI Feserves? .. ....cocnvieneiiniianennrenans v 35.01 36.86| 40.13| 46.40] 42.60| 43.22; 43.75] 44.62| 46.40( d6.63| 45.18| 45.83
7 Nonborrowed Teserves. . .....oouvrenniriarirnrinnss 34371 36.09| 3694} 45.09| 41.52]| 41.93] 42.56] 42.88| 45.09] 45.86] 44.29| 45.07
8 Nonborrowed reserves plus extended credit .......... 34.56) 36.09] 39.55] 45.59] 42091 4259) 43,19| 43.41)] 45.59| 46.36] 44.78| 45.59
9 RequUired FeSerVEs . .. ..cvuverneiiareriennevnreneies 3451 3630 39.281 45.35| 4I. 42.56| 4299 4370 45.35) 45.52| 44.08( 44.92
10 Monetary base*..............oveiiunnn Cereereaas 173.07] 188.66) 201.94} 219,75 211.16| 211.65| 212.75| 215.42| 219.75| 218.16] 216.20| 218.36
NoT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS®
11 Total reserves? .........oooivvrnivenrieinnrenneinans 41.85| 38.89| 40.70| 48.14| 42.96| 44.45| 4547| 46.38| 48.14| 48,06 46.65] 47.27
12 Nonborrowed TESeIrvVes. . . ....vivyvrvreereeinniionss 41.22] 38.12] 37.51| 46.82| 41.89] 43.16] 44.28| 44.64| 46.82| 47.29] 45.77| 46.51
13 Nonborrowed reserves plus extended credit? .......... 41411 38.12| 40.09]1 4741} 42.50| 43.83| 44.90| 45071 47.41| 47.79| 46.22| 4717
14 Required reserves . .....o.oviievirenenrvaninennnnins 41.35] 38.3 39.84| 47.08) 42.1 43,781 44.72| 45.45( 47.08| 46.95| 45.55| 46.36
15 Monetary base® ... ... .ottt 180.42( 192.26 202.51| 221.49| 211.53| 212.88| 214.47{ 217.18) 221.49{ 219.59{ 217.67} 219.8}

1. Figures incorporate adjustments for discontinuities associated with the
impl ion of the M y Control Act and other latory ch 0
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 discontin-
uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

2. Total reserves not adj d for di inuitie ist of reserve

hal

of vault cash holdings of thrift institutions that is included in the currency
p of the money stock plus, for institutions not having rc?uired reserve
balances, the excess ofy current vault cash over the amount applied to satisfy
current reserve After the introduction of p reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly com’&l{uu‘on period endi? Monday.
Before CKRR, all p ts of the y base other than excess reserves
are lly adj d as a whole, rather than by component, and excess

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.

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 di inuiti of total reserves
Rlus required clearing balances and adjustments to compensate for float at Federal

eserve Banks and the currency component of the money stock less the amount

reserves are added on a not seasonally adjusted basis. After CRR, the seasonally

djusted series of nally adjusted total reserves, which include
€xcess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currenecs' component of the money stock and the remaining items seasonally
adjusted as a whole. .

5. Reflects actual reserve i i g those on nondep liabil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with implementation of the Monetary 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 Sectjon, 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

1985 1986
1982 1983 1984 1985
Iem!
Dec. Dec. Dec. Dec. Dec.r Jans Feb. Mar
Seasonally adjusted
............................................... 479.9 527.1 558.5 626.6/ 626.6 627.2 631.0 638.4
........................................ 1,952.6 2,186.0 2,3738 2,565.5 2,565.5 2,568.5 2,576.3 2,590.4
........................................ 2,443.5 2,697.3 2,986.5 3,200.5 3,200.5 3,224.2 3,240.6 3,258.9
........................................ 2,850.1 3,163.5 3,5323 3,837.3 3,837.3 3,860.1 3,879.1 n.a.
.............................................. 4,661.1 5.191.9 5,951.8 6,802.11 6,802.1 6,905.9 6,965.0 n.a.
M1 componenls
6 CUITENCYL . ..ttt ie et et ianies 134.3 148.3 158.5 170.6 170.6 171.9 172.9 173.9
7 Traveless cMcks’ 4.3 4.9 5.2 59 5.9 5.9 6.0 6.1
8 Dem tst 2319 2417 248.4 m.s S 268.9 269.1 273.1
9  Other checl able deposm’ 103.4 131.3 146.3 178.6/ 178.6 180.5 83.1 185.3
Noatr i p
10 InM26. ... . ittt e 1,472.7 1,658.9 1,815.4 1,938.9 1,938.9 1,941.3 1,945.3 1,952.1
o InM3only? ..o s 490.9 5113 6127 638.1 635.1 655.7 664.2 668.4
Savings deposits?
12 Commercial Baoks .........ooooiiviniiiiiinnn, 163.7 133.4 1223 124.4 124.4 124.7 125.0 125.6
13 Thriftinstitutions ............ooiovvivinvnennninss 194.2 173.2 167.3 179.1 179.1 179.3 179.9 181.0
Small denomination time deposits®
14 Commercial Banke ............o0vevniiiienninn.n 380.4 3511 387.2 384.1 384.1 386.5 388.0 388.8
15 Thrift institutions ...............cooiiiviennenenas 4724 434.1 500.3 496.2 496.2 499.6 503.2 506.7
Money market mutual funds
16  General purpose and brokerideales ................. 185.2 138.2 167.5 176.5 176.5 177.7 180.9 185.8
17 Institution-only ..........cooviiiiniiiiiniiiains 51.1 43.2 62.7 64.6 64.6 67.3 67.7 70.3
Large denomination umc deposits!®
l8 Commercial Banks!l.....................oooiiinl 262.1 2287 263.7 279.1 279.1 289.7 291.4 287.2
Thrift insttBtions ...........oooviienneiiiniie.s 65.8 101.1 150.2 157.3 157.3 158.2 159.7 163.3
Debt components
20 Federaldebt...............ccoiiviiiiiiiiiL, 979.2 1,173.0 1,367.3 1,586.0 1,586.0 1,608.5 1,622.5 n.a.
2}  Nonfederaldebt....................cooviiiiiinn 3,681.8 4,019.0 4,584.6 5,216.00 5,216.0 5,297.3 5,342.5 n.a.
Not seasonally adjusted
490.9 538.8 570.5 640.07 640.0 633.5 619.2 630.5
1,958.6 2,192.8 2,380.8 2,573.6 2,573.6 2,571.3 2,569.6 2,592.5
2,453.3 2,707.9 2,997.9 3,213.3 3,213.3 3,231.8 3,232.5 3,259.2
2,856.4 3,170.1 3,537.5 3,843, 3,843.5 3,865.3 3,871.5 n.a.
4,655.7 5,186.5 5,946.2 6,795.07 6,795.0 6,898.3 6,943.3 n.a.
Ml components
27 CUITEDCY? . oo e eenereraneanrareenrareneeenns 136.5 150.5 160.9 173.1 173.1 170.5 170.6 172.3
28 Travelerschecks’ .........................cll 4.1 4.6 4.9 5.5 5.5 5.5 5.6 58
29 Demanddepositst.......... ...l 246.2 251.3 257.3 281.3 281.3 275.1 262.0 267.1
30 Other checkable deposnts’ ......................... 104.1 132.4 147.5 180.1" 180.1 182.4 181.0 185.3
Nontransactions components
IOM e 1,467.7 1,654.0 1,810.3 1,933.7 1,933.7 1,943.7 1,950.4 1,962.0
32 M3only . i e 494.7 515.1 617.0 639.7 639.7 654.6 662.9 666.7
Money market depom accounts
33 Commercieibanks ...............coeviiiieniann., 26.3 230.5 267.2 N4 332.4 336.7 336.9 340.2
34  Thrift m:utuuons ................................ 16.9 148.7 149.7 179.6 179.6 179.0 179.4 180.2
Savings deposits?
35 Commercial Banks ............................... 162.1 132.2 121.4 123.5 123.5 123.9 123.6 124.9
36  Thrift institutions . 193.1 1723 166.5 178.3 178.3 178.8 179.0 181.4
Small d ination time deposits?
37 Commercial Banks . 380.1 3511 387.6 384.8 384.8 386.5 387.0 387.0
38  Thriftinstitutions ................coeiiiiiiiiia., 4.7 434.2 501.2 497.7 497.7 502.8 504.9 505.5
Money market mutuai funds
39  General purpose and broker/dealer ................. 185.2 138.2 167.5 176.5 176.5 1777 180.9 185.8
40 Institution-only ............ ... oieiiiiia, 51.1 43.2 62.7 64.6 64.6 67.3 67.7 70.3
Large denomination ume deposits!0
Commercial Banks!'.............................. 265.2 230.8 265.5 280.9 280.9 288.5 290.3 287.7
42 Thrift institutions ....................... e 65.8 101.4 150.6 157.8 157.8 159.0 160.6 163.1
Debt components
43 Federaldebt..............ccoiiiiiiiiinenainn, 976.4 1,170.2 1,364.7 1,583.7 1,583.7 1,606.7 1,621.0 n.a.
44 Nonfederaldebt...................c..ooiiiin, 3,679.3 4,016.3 4,58L.5 5.21L% 5,211.3 5,291.6 53223 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:

MI: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of k issuers; (3) d d deposi
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 fioat; and (4) other checkable deposits
(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) at depository instituti credit union share draft

and d d deposits at thritlt institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively heid by thrift institutions to service their OCD liabilities.
2; M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by aﬂ 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 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 Keogh balances at depository institutions and money market
funds. Also excludes all balances held by U.S. commercial banks, money mark_e!

2. Currency outside the U.S, Treasury, Federal Reserve Banks, and vaults of
commercial banks. Excludes the estimated amount of vault cash held by thrift
institutions to service their OCD liabilities.

. Outstanding U.S. dollar-denominated travelers checks of non-
bank issuers. Travelers checks issued by depository institutions are included in
den;an'd\ depos‘it_s.

. p at ial 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 d t of d d deposits held at
commercial banks l%y thrift institutions to service their OCD liabilities.

5. Consists of NOW and ATS balances at all depository institutions, credit
union share draft bal and d d d s at thrift institutions. Other
heckable dep lly adjusted equals the difference between the season-
ally adjusted sum of d d d plus OCD and lly adjusted d d
deposits. Included are all ccﬂing free ‘‘Super NOWSs,” authorized by the
ll)9e8|>3051tory Institutions Deregulation committee to be offered beginning Jan. S,

6. Sum of overnight RPs and ovemiiht Burodollars, money market fund
bal (general purpose and broker/dealer), MMDAS, and savings and small

funds (general purpose and broker/dealer), foreign gover and com
banks, and the U.S. government. Also subtracted 1s a consolidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposits. .

M3: M2 plus large-d ination time deposits and term RP liabilities (in
amounts of $100,000 or more) issued b‘y commercial banks and thrift institutions,
term Eurodolars 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
bal in both ble and tax- pt, 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 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.

time deposits, less the consolidation adjustment that represents the estimated
ount of d d 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 Burodollars of U.S.
residents, money market fund balances (institution-only), fess a consolidation
adjustment that represents the estimated amount of overnight RPs and Eurodol-
fars held by institution-only money market funds.

8. Savings deposits exclude MMDAs. .

9. Small-denomination time deposits—including retail RPs— are those issued
in amounts of Jess than $100,000. All individual retirement accounts (IRA) and
Keogh accounts at commercial banks and thrifts are subtracted from small time

deposits.

Yg. Large-d ination time deposits are those issued in amounts of $100,000
or more, excluding those booked at international banking facilities.

11, Large~d ination time deposits at commercial 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
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.

Monetary and Credit Aggregates AlS

1985 1986
Bank group, or type of customer 1983! 19841 1985!
Sept. Oct. Nov. Dec. Jan. Feb,
DEBITS TO Seasonally adjusted

Pemand deposits?
1 Allinsured banks .................... 109,642.3 128,440.8 154,556.0 159,593.3 | 162,205.4 163,038.1 189,203.0 169,894.2 | 179,139.6
2 Major New York City banks. .. .. 47,769.4 57,392.7 70,445.1 72,765.4 76,706.3 77,069.6 89,415.1 79,324.3 85,298.6
3 Other banks . 61,873.1 71,048.1 84,1109 86,827.9 85,499.2 85,968.5 99,787.9 90,569.9 93,841.0
4 ATS-NOW accounts? 1,405.5 1,588.7 1,920.8 2,465.3 2,212.7 2,227.8 2,452.5 2,027.5 2,193.5
5 Savings depositst. ... 7414 633.1 539.0 509.1 562.0 533.4 418.6 3624 364.6

DeposiT TURNOVER

Demand deposits?
6 Allinsuredbanks ................. ... 379.7 434.4 496.5 510.9 513.2 508.1 581.9 531.8 560.8
7  Major New York City banks........... 1,528.0 1,843.0 2,168.9 2,326.3 2,422.2 2,368.5 2,567.0 2,306.3 2,473.8
8  Other banks 240.9 268.6 301.8 308.9 300.6 298.1 343.7 317.7 329.3
9 ATS-NOW accounts? 15.6 15.8 16.7 20.6 18.4 8.2 19.8 16.1 17.2
10 Savings deposits* 5.4 5.0 4.5 4.2 4.6 43 34 2.9 3.0

DEBITS TO Not seasonally adjusted

Demand deposits?
11  Allinsured banks .................... 109,517.6 128,059.1 154,108.4 148,788.81 167,639.3 157,070.9 192,060.0 180,495.61 161,655.6
12 Major New York City banks........... 47,707.4 57,282.4 70,400.9 68,967.9 78,010.5 73,982.4 92,551.5 84,880.9 77,376.9
13 Otherbanks ...............coiiunt 64,310.2 70,776.9 83,707.8 79,820.9 89,628.8 83,088.6 99,508.5 95,614.7 84,278.6
14 ATS-NOW accounts?. . . 1,397.0 1,579.5 1,903.4 2,289.9 2,157.7 2,007.8 2,354.4 2,406.1 2,065.3
1S MMDAS ....... ... 567.4 848.8 1,179.0 1,192.2 1,293.0 1,221.5 1,493.2 1,543.8 1,334.9
16 Savings deposits* 742.0 632.9 538.7 490.1 579. 496.3 405.3 3924 331.1

DEPOSIT TURNOVER

Demand deposits?
17 Allinsuredbanks .................... 379.9 433.5 497.4 475.0 532.1 489.3 574.9 554.2 520.0
18  Major New York City banks........... 1,510.0 1,838.6 2,191.1 2,216.6 2,507.4 2,332.4 2,594.1 2,393.7 2,314.0
19  Other banks 240.5 2679 301.6 282.9 318.7 287.2 33134 3294 303.8
20 ATS-NOW accounts? 15.5 15.7 16.6 194 8.1 16.4 18.8 18.9 16.4
21 MMDAS ... ....... 2.8 35 18 .7 4.0 37 4.5 4.6 4.0
22 Savings deposits? 5.4 5.0 4.5 4.1 4.8 4.0 33 3.2 2.7

1. Annual averages of monghgf ﬁgures.
2. Represents accounts of indivi
states and political subdivisions.

uals, partnerships, and corporations and of

NoTe. Historical data for demand deposits are available back to 1970 estimated
art from the debits series for 233 SMSAs that were available through June
1977. Historical data for ATS-NOW and savings deposits are available back to

3. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for automatic transfer to demand deposits (ATS). ATS data
availability starts with December 1978,

4, Excludes ATS and NOW accounts, MMDA and special club accounts, such
as Christmas and vacation clubs.

5. Money market deposit accounts.

July 1977. Back data are available on request from the Banking Section, Division
of Research and Statistics, 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.
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1.23 LOANS AND SECURITIES All Commercial Banks!
Billions of dollars; averages of Wednesday figures

1985 1986
Category
Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar.
Seasonally adjusted
1 Total loans and securities? ... ... 1,768.8 |1,788.8 |1,802.7 |1,819.0 | 1,828.8 | 1,841.3 | 1,844.4 | 1,869.6 | 1,895.5 | 1,919.6 | 1,926.27 [ 1,941.5
2 U.S. government securities 261.4 266.3 267.1 271.6 271.4 273.1 270.0 275.0 270.7 264.6 270.8 268.0
3 Other securities .....,.. . 140.2 1422 144.5 145.4 148.2 151.3 154.8 160.7 174.5 189.6 184.9 180.5
4 Total loans and leases?......... 1,367.1 11,380.0 | 1,391.0 |1,402.1 1,409.2 | 14169 | 1,419.7 | 1,433.9 | 1,450.3 14654 | 1,470.5" | 1,493.0
$  Commercial and industrial 4819 484.3 484.3 484.1 485.7 487.2 487.0 490.6 493.9 494.2 495.3 502.1
6 Bankers acceptances held?. . 5.4 4.9 4.7 5.1 5.0 4.7 4.7 4.9 5.2 53 4.8 5.0
7 Other commercial and
industrial ........ 476.5 479.3 479.6 479.0 480.7 482.5 482.3 485.7 488.6 489.0 490.5 497.1
8 U.S. addressees? ... 465.8 469.2 470.1 469.6 471.1 4733 473.7 477.3 479.8 479.1 480.8 487.3
9 Non-U.S. addressees' 10,7 10.1 9.4 9.6 9.2 8.6 8.4 8.8 9 9.7 9.8
10 Realestate .......... 390.8 394.8 398.7 403.7 407.1 409.9 414.5 419.2 423.2 426.1 430.57 435.6
11 Individual ....... . 266.5 269.9 2727 276.3 278.5 280.3 281.3 283.8 286.5 289.4 292.3 294.8
120 Security......ooovviiiiiinns 35.1 375 40.0 40.3 36.7 8.2 379 378 38.7 43.1 41.8 48.3
13 Nonbank financial
institutions ............. 31.0 314 311 1.4 32.} 2.3 320 3.8 34.) 33.7 32.2 2.2
14 Agricultural,..... 394 394 394 39.6 39.6 40.1 40.3 40.5 40.8 40.9 41.0 41.0
15  State and political
subdivisions . 47.2 47.5 415 47.9 48.8 48.8 49.3 50.0 52.5 58.3 58.1 58.0
16  Foreign banks...... e 10.9 10.7 10.4 10.5 10.2 0.0 9.7 9.6 9.6 9.6 9.8 9.8
17 Foreign official institutions ... 6.9 6.9 6.7 6.6 6.4 6.6 6.8 6.9 7.0 7.0 7.0 6.8
18  Lease financing receivables. .. 16.4 16.7 17.0 17.3 17.5 12.6 177 17.9 18.2 18.7 8.9 19.0
19 Allotherloans.............. 40.9 40.9 433 44.4 46.5 46.0 43.2 4.9 46.1 4.4 43.5 45.5
Not seasonally adjusted
20 Total loans and securities? ...... 1,769.0 |1,784.6 |1,803.6 18125 | 1,822.1 | 1,839.8 | 1,846.1 | 1,870.8 | 1,908.5 | 1,929.0 | 1,924.2r | 1,937.2
21 U.S. government securities... .. 266.9 268.4 270.8 271.4 269.8 270.7 266.9 270.6 | 267.2 264.5 271.8 270.1
22 Other securities ... e . 139.9 142.8 144.2 144.0 147.7 150.7 154.2 160.8 176.5 190.8 185.2 180.7
23 Total loans and leases?........ » ] 1,362.3 11,3734 | 1,388.6 | 1,397.2 | 1,404.6 | 1,418.4 | 1,424.9 | 1,439.4 | 1,464.8 1,473.7 | 1,467.2r{ 1,486.4
Commercial and industrial . 5 482.1 482.8 482.8 483.2 483.5 487.2 488.0 491.0 4973 496.4 94, 501.8
28 Bankers acceptances held?. . 5.5 4.9 48 5.0 4.9 4.6 4.6 48 5.5 54 4.7 5.0
26 Other commercial and
industrial . ... FREREELER: 476.6 4779 1.9 478.2 478.6 482.6 483.4 486.2 491.8 491.0 490.1 496.8
27 U.S. addressees'........ | 4667 | 4683 | 4686 | 4687 469.0 | 4731 | 4743 | 477.1 | 4818 4810 | 481.1r| 4877
28 Non-U.S. addressees?. ... 9.9 9.6 9.3 9.5 9.6 9.4 9.1 9.1 10.0 10.0 9.1 9.1
29 Realestate ........ e, 389.5 | 3938 [ 3981 { 403.1 473 { 4112 | 4159 | 4203 | 4238 4268 | 43000 4343
30 Individual .........c...nle 2643 | 2677 | 2707 | 2745 2783 | 2815 | 283.4 | 2858 | 2900 2922 | 20200 2923
31 Security....... SCRRRRRRRREEN 35.0 36.0 19.9 38.3 35.8 36.7 31.7 39.7 3.4 4.5 40.6 47.4
32 Nonbank financial
institutions ............. 31.1 31.2 311 LS 323 324 32.0 32.7 34.2 33.7 3.9 32.1
3 Agricultural, ... 388 39.3 39.9 40.4 40.5 40.9 40.9 40.6 40.4 40.3 40.1 40.1
34  State and political
subdivisions ............ 412 41.5 41.5 479 4838 48.8 49.3 50.0 5.5 58.3 58.1 58.0
35 Foreignbanks............... 10.6 10.4 10.1 10.3 10.0 10.1 10.0 9.9 10.1 9.8 9.8 9.7
Foreign official institutions .. 6.9 6.9 6.7 6.6 6.4 6.6 6.8 6.9 7.0 7.0 7.0 6.8
37 Lease financing receivables. .. 16.4 16.7 16.9 17.2 17.4 17.5 17.6 117 18.1 18,9 19.¥7 19.2
38 Allotherloans.............. 40.4 41.1 49 42 4.4 455 3.4 4.7 48.0 458 9.6 47
1. Data are grorated averages of Wednesday estimates for domestically char- 2. Excludes loans to commercial banks in the United States.
tered insured banks, based on weekly sample reports and quarterly universe 3. Includes nonfinancial commercial paper held.
reports. For foreign-related institutions, data are averages of month-end estimates 4. United States includes the 50 states and the District of Columbia.
based on weekly reg)ons from large U.S. agencies and branches and quarterly . NOTE. These data also appear in the Board's G.7 (407) release. For address, see
reports from all U.S. agencies and branches, New York investment companies inside front cover.

jority owned by foreign banks, and Edge Act corporations owned by domesti-
;naﬂy chartered and forelsgn banks.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS'
Monthly averages, billions of dollars
19857 1986
Source
Apt, May June July Aug. Sept. Oct, Nov Dec. Jan.” Feb.r Mar.
Total nondeposit funds
1 Seasonally adjusted? ........ e 102.1 109.2 110.9 106.3 105.8 111.6 115.2 118.4 123.8 127.0 127.5 136.6
2 Not seasonally adjusted 105.4; 113.7] 1122 1054 111.4] 112.4] 1162} 121.9] 1259 129.5{ 1328 141.5
Federal funds, RPs, and other
borrowings from nonbanks3
3 Seasonally adjusted........... 134.0 137.7 143.5 143.4 139.8 140.5 141.0 145.9 150.4 147.6 148.5 156.1
4  Not seasonally adjusted 137.3] 142.1 1448 1424 141.5] 1414 1420] 1494 1524 150.1 153.5 161.0
5 Net balances due to foreign-related
institutions, not seasonally
adjusted . ......... ... i -31.9} -~28.4] -326| -37.1( -30.0{ -29.0{ -25.8] -27.6{ -266] -206| -210} -19.5
MEMoO
6 Domestically chartercd banks' net
gositlons with own foreign
ranches, not seasonally
adjusted? -324{ -29.5| -32.5| -183] -328] -307} -28.77 -303) -3i6] -280] -258] -26.5
7  Gross due from balances .. e 74.8 74.5 76.4 79.2 75.8 74.7 74.2 74.1 76.1 74.4 69.5 71.6
8 Grossduetobalances.................... 42.4 4.9 44.0 40.8 3.0 4.0 45.4 43.8 4.5 46.4 43.7 45.2
9 Foreign-related institutions' net
positions with directly related
institutions, not seasonally
adjusted® ... ... ... e .5 1.1 -2 1.3 2.8 1.7 2.9 2.7 3.1 7.4 4.7 6.9
10 Gross due from balances .. .. e s1.2 51.7 53.0 54.6 55.1 56.0 35.4 56.1 56.8 571.7 60.0 60.7
11 Grossduetobalances.................... 51.7 529 52.8 55.9 57.9 57.8 58.3 58.8 61.9 65.1 64.7 67.7
Security RP borrowings
12 Seasonally adjusted® ..................... 80.8 81.4 83.5 83.7 83.3 85.3 84.7 84.8 88.0 86.1 87.7 87.6
13 Not seasonally adjusted .................. 81.7 834 82.3 804 82.6 83.7 $3.4 85.9 7.7 86.1 90.3 90.1
U.S. Treasury demand balances’
14 Seasonally adjusted ........... 15.0 20.3 16.9 20.5 16.1 14.9 4.7 13.5 17.5 19.0 21.1 15.7
15 Not seasonally adjusted ....... 15.4 20.9 14.9 23.1 13.4 16.8 54 7.9 14.6 24.0 24.2 15.7
Time deposits, $100,000 or more?
16  Seasonally adjusted...................... 333.6( 330.4] 3289{ 324.2( 327.2| 330.8| 333.9| 3359| 337.6] 3494 351.8| 3477
17 Not seasonelly adjusted .................. 330.5 329.6 327.2 323.2 327.7 332.7 336.3 337.5 339.4 348.3 350.6 348.2

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. .

ta for lines 1-4 and 12-17 have been revised in light of benchmarking and
revised seasonal adjustment.

Includ fly adjusted federal funds, RPs, and other borrowings from
and not lly adj d net Eurodollars. Includes averages of
y data for d ically chartered banks and averages of current and
previous month-end data for foreign-related institutions.

Wed

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 led 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 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series

Billions of dollars

1985 1986
Account
May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar.
ALL COMMERCIAL BANKING
INSTITUTIONS!
1 Loans and secuntles 1,908.6 1,927.3 1,948.5 1,952.1 1,96%.9 1,979.1 2,027.7( 2,0593( 2,057.91 2,071.6 2,084.6
2 Investment securities . 390.3 392.1 392.3 393.7 397.0 396.3 404.6 413.6 427.2 4273 422.1
3 U.S. government secun s 254.4 255.3 256.1 254.2 254.4 249.3 251.8 249.9 249.0 252.1 250.9
4 Other............. 135.9 136.8 136.2 139.6 142.6 147.0 152.8 163.6 178.3 175.1 171.2
5 Tradin.g account assets 23.5 23.1 223 24, 5.0 320 31.1 30.1 339
6 Total loans .... 1,494.9| 1,512.1] 1,534.0( 1,534.1( 1,546.5( 1,557.8] 1,591.2( 1614.6( 1,600.6( 1,610.4 1,632.3
7 Interbank loan: 124.0 123.1 133.0 128.6 129.1 131.7 147.0 149.6 136.5 1 141.1
8 Loans excluding interbank 1,370.8} 1,388.9] 1,401.0| 14055 1,417.5] 1426.1| 1,444.1 14650 1,464.1( 1,471.2 1,491.3
9 Commercial and industrial 483.4 484.3 485.9 493.1 495.9 96, 1
10 Real estate 395.8 400.0 405.6 409.3 412.8 418.3 421.8 425.0 428.6 431.6 436.1
1 Individual 268.5 272.1 276.1 280.0 282.1 285.1 286.8 291.1 292.7 292.3 292.6
12 All other .. 223.0 232.6 233.4 231.5 2334 2339 242.5 253.0 245.8 245.1 253.4
13 Total cash assets ..................... 202.3 190.4 198.0 188.4 188.2 190.1 207.7 211.6 188.1 194.6 199.4
14 Reserves with Federal Reserve Banks 20.7 21.6 21.0 24.5 24.9 19.6 20.5 21.6 22.0 26.3
1S Cashinvault .................. 233 22 2.0 2.7 2.1 2.6 21.4 2.2 23.0 22.6 21.8
}g Cash items in procesiroé collection . .. 76.5 68.4 70.5 62.5 61.4 67.9 81.9 79.3 63.9 66.7 68.6
4 bal at r ;
institutions .. 35.2 31.3 33.5 30.6 30.8 31.6 35.8 36.1 31.4 31.9 314
18  Other cash assets 46.6 46.8 51.0 48.2 49.1 484 48.1 46.5 47.8 47.1 48.4
19 Other assets .......covvvvvnineevinenes 183.4 189.4 194.5 180.8 185.8 178.1 185.0 189.4 178.0 177.1 185.4
20 Total assets/total linbilities and capital ...| 2,294.2| 2,307.1] 2,31.1| 2,320.3| 2,344.0( 2,347.3| 2,420.5| 2,460.3| 2,424.0( 2,443.3 | 2,469.3
21 Deposits ... 1,661.5) 1, 659 8 1,6850| 1,676.9] 1.683.01 17056 1,743.9] 1,763.6} 1,729.5 1,736.9 1,754.2
22 ransactiol 480.3 "474.0 492.3 475.4 474.9 4914 521.9 536.4 488.2 491.37 502.1
23 Savings deposits 418.7 425.6 4343 436.4 438.3 438 448.4 450.0 451.9 455.1 459.8
24  Time deposits 762.5 760.1 758.4 765.0 769.8 7704 773.6 7771 789.4 790.4" 792.2
25 Borrowings . 305.4 315.8 321.6 308.9 323.2 309.0 350.8 361.5 359.7 370.2 369.2
26 Other liabilitie: 176.0 179.7 181.1 182.0 183.6 177.9 170.6 178.5 177.9 178.7 187.5
27 Residual (assets 1513 151.8 153.4 153.4 154.1 154.8 155.1 156.7 156.9 157.6 158.5
MEemo
28 U.S. government securities (including
trading account).................. 269.3 271.0 270.0 268.3 2715 265.1 271.7 265.7 266.9 275.4 270.9
29 Other securities (including trading
account). . .....ohiiii e 144.4 144.3 144.6 149.7 151.9 156.2 164.9 178.9 190.4 185.8 i81.3
DOMESTICALLY CHARTERED
COMMERCIAL BANKS’
30 Loans and securities.................. 1,812.7 1,829.2 1,847.9 1,850.8 1,863.6 1,872.3 1,917.7 1 944 2 1,943.6] 1,953.8 1,961.9
31 Investment securities ... 383. 385, 385. 386. 389.1 388. .6 17.3 1
32 U.S. government securities 250.7 251.4 252.4 250.4 250.5 245.0 248.0 246 0 244.9 247.6 246.5
33 Other................... 133.1 133.8 132.7 136.0 138.6 143.1 148.7 159.9 172.4 169.3 165.8
34 Trading ac 23. 23.1 223 24.2 26.4 25, 2.0 1.1 30.1 9 0.
35 Total loans . 1,405.5 1,420.9 1,440.5 1,440.1 1,448.1 1,459.2 1,489.1 1,507.2 1,496.3 1,502.9 1,519.5
36 Interbank foans .. 100. 100.6 110.0 104.7 103.8 106. 121.1 121.2 113.0 112.6 116.5
37 Loans excluding interbank. .. 1,304.9] 1,320.3( 1,330.5| 1,335.5| 1,344.2| 11,3524} 1,368.0}\ 1,386.0( 1,383.3] 1,390.3 1,402.9
38 Commercial and industrial. 436. 436.0 437.6 435.7 4379 437, 44 2.0 439.7 44
39 Real estate 390.4 394.4 399.9 403.7 407.0 412.7 416.3 419.4 423.1 426.1 430.5
40 Individual . . 268.3 271.8 275.9 279.8 281.8 284.8 286.5 290.9 292.5 292.0 292.3
41 Allother ...........oovviinss 209.6 218.1 217.2 16.3 217.5 217.5 5.2 233.7 228.0 228.8 234.5
42 Totalcash assets . .........coovvinn.n, 191.2 179.2 185.3 176.4 176.1 178.0 195.8 199.3 173.2 181.2 185.3
43 Reserves with Federal Reserve Banks 19.6 209 20.4 238 4.4 18.6 19.5 26.1 21.2 28.7
4 Cashinvault ...................... 23.2 22.2 2.0 22.6 22.0 22.6 21.4 2.2 23.0 2.6 21.7
:2, Cash items in proces% og collection . .. 76.2 68.2 70.3 62.2 61.1 62.7 81.6 79.0 63.5 66.3 68.1
D 2 hal at U.S. depository
institutions .......... ...l 33.8 29.8 2.2 29.0 29.4 30.2 34.0 34.4 29.6 30.3 29.8
47 Othercashassets .................. 38.3 38.1 40.4 38.8 39.2 38.9 39.2 37.7 35.9 36.2 36.9
48 Other assets ...........ovvvvvneinnnns 131.5 137.7 144.9 132.6 133.3 132.0 137.1 141.2 130.0 126.4 135.5
49 Total assets/total liabilities and capital . . . 2,1354| 2,146.27 2,178.1 2,159.8 2,17?.0 2,182.3| 2,250.6| 2,284.8| 2,246.8| 2,261.3 2,282.7
50 Deposits . ...o.veiieiniinaiiiiiiaas 1,618.4 1,617.2 1,642.3 1,631.9 1,636.6 1,659.5 1,697.5 1,716.7 1,681.2| 1,689.9" 1,705.8
51 ransaction deposits. . .............. 473.8 467.7 486.0 468.9 468.3 484.9 515.2 529.3 481.3 '484.3 494.8
52 Savings deposits ........... ..l 417.5 424.3 432.9 435.1 436.9 442.4 446.9 448.5 450.4 453.5 458.2
53  Time deposits...........covviininn. 727.1 725.2 723.3 721.9 731.4 732.2 735.4 738.9 749.5 752.1 752.7
54 BOrrOwings............coovevvieenns 246.1 253.8 258.4 249.6 259.0 248.0 280.5 290.0 292.2 299.7
35 Other liabilities . .... PPN 122.4 126.1 126.8 1274 125.9 122.7 120.2 124.0 119.1 117.2 121.4
56 Residual (assets less habllmes) ......... 148.6 149.1 150.7 150.8 151.5 152.2 152.5 154.0 154.3 154.9 155.8
1. Commercnal bankmg msmutlons includ msured d ically chartered Notk. Figures are partly estimated. They Tud all bank-premises subsidi
anks, br i banks, Edge Act and ies and other significant majority-own idiaries, Loan and securi-

Agreement corporations, and New York State forelgn mvestment corporations.
2. Insured domestically chartered cial banks i all

ber banks

and insured nonmember banks.

ties data for domestically ¢l artered commerclal banks are estimates for the last

Wednesday of the month based on a sample of weekly reporting banks and

quarter-end condition rewn data. Data for other banking institutions are esti-

mates made for the last ‘ednesday of the month based on a weekly reporting
ple of foreig and quarter-end condition reports.
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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

1986
Account

Jan. 29 | Feb. 5* | Feb. 127 | Feb. 19/ | Peb. 26" | Mar. 5 | Mar. 12 | Mar. 19 | Mar. 26
1 Cash and balances due from depository institutions ............ 87,188 96,175 92,807 | 107,382 93,408 100,133 99,573 96,650 97,287
2 Total loans, leases and securities, net. ......................... 913,201 | 918,757 916,097 | 926,836 | 920,866 935,777 932,784 | 926,093 | 922,615
3 U.S. Treasury and government Bge0CY . .....vvvvverinrnenenas 87,104 89,223 90,329 93,110 94,769 92,193 91,492 89,804 § 90,179
4 TradingRCCOUNE . ... ..oioii it 17,954 20,779 21,054 22,033 | 23,245 21,782 20,819 20 324 19,986
5 Investment account, by maturity. ..o 69,150 68,443 69,275 71,077 71,524 70,411 70,673 70,193
6 Oneyearorless ........ooveieiieinineineineneineaionen 18,378 18,347 18,328 18,424 . 18,533 18,871 19.321 18,930
7 Over one through five years..........coooiviviiiniaenn. 32,946 32,707 33,448 35,093 35,229 34,6131 34,593 33,522 34,566
8 Overfive vears ...... ..o vveereniraeriieinaanaanns, 17,825 17,389 17,5 7,560 986 17,264 . 16,636 16,697
9 Other SECUMteS. .\ uvnverren e e enrannnss 75,136 73,946 73,020 72,430 71,708 70,485 69,527 68,864 68,830
10 Trading BCCOUNE . ... ..oouvtiriiiniii it icnennennse 7, 7,339 6,616 ,460 5,767 5,547 5,017 4,825 4,870
11 Investment acCOoUNt ...........ovveivriienrnnrsnecennnnns 67,276 66,607 | 66,404 65,970 1940 64,9391 64,510 ,038 63,960
12 States and political subdivisions, by maturity.............. 61,528 61,078} 60,812| 60,401 59,963 58,695 8,208 | 57,762 | 57,485
13 ONe year or 1888 ..........cvvirniiireerenreneinernnens 11,430 11,623 11,654 11,585 11,502 10,840{ 10,493 10,353 10,388
14 OVET ONE YEAE ...t iviennireciniainiiiaiiernanas 50,098 49,455| 49,158 | 48816 461 478541 47,716 | 47,408 | 47,097
15 Other bonds, corporate stocks, and securities ............. 5,748 5528 5,592 5,569 5978 6,244 ,302 6,277 6,475
16 Other trading ACCOUNt ASSELS .. .......covunieernrerreeananrss 4,283 4,150 3,657 4,303 4,942 4,69 5,124 5,529 5,246
17 Federal funds sold!................cociiiiiiiii i 60,963 62,7881 62,085 58,839 70.522| 69935 59,773 | 60,729
18 Tocommercial banks.............o.ooiiviiiniiiniinenne 36,636 37,727 38,195 38,1104 33,337 40,0821 40917 32,410 | 34,492
19 To nonbank brokers and dealers in securities. ............... 16,150 16,168 14,778 6,137 15,881 19,923 19,574 19,138 18,617
20 TootherS ......cocoiiiniiiiniiiiiiiiriiniieeisinaiaeanns 9,112 9,322 9,621 10,517 9,443 8, 7,620
21 Other loans and leases, gross? 706,004 | 712,182 709,742 717,192 716,055 | 721,499 | 716,877
22 Other loans, gross?................. 690, X 693, 701,357 ,163 | 705,616 ,982
23 Commercial and industrial2 256,420 | 256,554 257,737 9,785 | 258,756 ,706 | 258,884
24 Bankers p and i 2,026 2,224 2,220 2,162 2,223 2,328 2,231
25 AlLOther........0viiii i caianees 254,394 329 | 255,517| 257,623| 256,533 | 258,378 | 256,653
26 U.S. addressees...........oveiiiiiiiiiiiiiiiii 247, 973 248, 249,698 | 249,642 | 250,852 253,023| 251,941 | 253,831 | 252,081
27 Non-U.S. addressees ...........oovvviinininninnne, 4,680 4,746 4,696 4, X 4,600 4,592 4,547 4,572
28 Realestate 10ans2 ... .........oovevinvniriniininieniennes 182,014 | 182,070 ] 182,741 | 183,102} 183,297 183,536} 184,188 | 185,203 | 185,260
29 To individuals for personal expenditures.................. 133,232 | 133,051 132,812 132,867f 133, 132, 132,824 | 132,817 | 132,772
30 To y and financial institutions ................... 41,041 41, 41,606 | 42,734 41,915 43,4291 42,471 42,610 | 42,324
3t Commerclal banks in the United States . 11,735 12,593 12,403 12,680 13,293 13,539 ,029 3,202 13,122
32 Banks in foreign countries ..............oiiiii % 5,475 4,942 5,959 5,028 845 5,152 5,105 5,141
33 Nonbank depository and other financial institutions ........ 24,019 23,918 | 24,261 ,095| 23,594 24,045 L2891 24,303 | 24,061
34 For urchasing and carryil securities 16,545 17,497 15,980 19,021 16,544 19,695 21,252 22,210 20,704
35 nance B:Fcultuml production. ..... 6,463 6,463 6,355 ,309 6,276 6,308 6,255 6, 6,236
36 To states political subdivisions. ...................... 37,015 7901 36,7481 36,8191 36,742] 36,807| 36,751 36,754 640
37 To ign gover and official institutions............ ,999 3,047 3,376 3,476 3,286 3,214 3,116 ,104 3,246
38 AllOther.. ... vttt i s 14,816 15,312 14,213 15,528 14,800 15,737] 14,551 15,949 14,915
39 Lease financing receivables ........................oll 15,681 15,603 5,763 15,776 16,096 15,835 ,892 15,883 15 895
40 LEss: Unearned income ..............ccoiviiiiniiniininnn, 5, 5,027 5,018 5,035 5,034 4,948 4,985 4,983 976
Loan and lease reserve?. .........c.vvveeniiniineenninn 13,667 13,978 13,990 14,024 14,100 14,364 14,365 14,391 14,270
42 Other loans and leases, Net2. .. .......ucvrnnreninennnrennenes 685,715 | 688,650 ) 687,005 | 693,123 | 690,6081 697,880 696,706 | 702,124 | 697,631

43 Allotherassets..............cooiiiiiiiiiiiaiai i 123,006 | 123,927} 122,004 | 123,098 | 120,374 126,894 122,385 | 127,153 | 127,
44 Total asBets. . ... .. .....covtiiiiiiiiiiiii i 11,123,396 |1,138,859 |1,130,908 {1,157,015 |1,134,648 | 1,162,804 {1,184,742 |1,149,897 (1,146,942
45 Demand deposits. . . . X 205,805| 194,253 | 215,876 195,162 211,916 202,585 | 205,087 | 200,672
46 Individuals, partnerships, and corporations.................. 147,168 | 153,627 | 149, 162,266 | 149,182 |57 1181 157,320 | 156,133 | 152,937
47  States and political subdivisions ...................0o000 4,807 5,730 4,564 4 5,193 486 4,137 4,829 5,012
48 U.S. government...............c..ieiniiiiiiiiiiiiiiiian, 2, 4,981 2,711 2,037 2,706 4,856 2,834 4,162 2,520
49 Dcpcsito?/ institutions in United States..................... 22,129 23,530 21,757 27,721 23,036 902 21,924 23,035 024
50 Banks in foreigncountries ..........cociiiiiiiiiiiin 5,322 5,398 y 7,014 ,483 6,606 5,951 497 5,827
51  Foreign governments and official institutions ................ 1,200 8 763 84 993 779 86 T 891
52 Certified and officers’ checks...............ooiiiiiiniiin, 9,914 11,652 9,495 10,522 8,568 12,808 9,558 10,661 10,461
53 Transaction balances other than demand deposnls .............. 41,086 43,327 42,346 42,579 42,008 A4, 804 43,746 | 43,559 | 43,330
54 Nontransaction balances ............co.cvvviviiiiiiiniiinnes 491,985 | 494,094 | 493,868 | 494,304 | 493,330 493, 2901 493920 | 493315 | 493,942
55  Individuals, partnerships and corporations .................. 453,920 | 454,908 | 454,384 | 435, 453,877 453,950 454,700 | 454,367 | 454,758
56 States and political subdivisions .................. ..ol 25,982 26,064 462 26,293 X ,14; 190 87 845
57  U.S. GOVEIMMENt. .. .......cuuneenneniniuienens 529 538 549 K 550 S 637
58  Depository institutions in the United States ,................ 9,619 10,683 | 10,613 10,414 10,732 10,718 10,874 10,854 11,086
59  Foreign governments, official institutions and banks.......... 1,934 1,900 1,81 1,71 W7 1,714 1,606 61 1,616
60 Liabilities for borrowed money ............coeiiviiiiiiiin.. 232325 | 232716 237,795 | 240,865 | 241.427| 248.425| 249.414 | 241991 | 240,885
61 Borrowings from Federal Reserve Banks ................... "200 150 14 i 140 I 1,182 145 1m
62 Treasury tax-and-l0an notes .. ........ovveviviniiiiniennes 17,000 12,331 14,529 14,577 16,504 8,553 6,122 11,844 9,405
63 All other liabilities for borrowed money3.................... 215,126 | 220,235 223,121 226,149 | 224,782 239,752| 242,110 002 | 231,307
64  Other liabilities and subordinated note and debentures........ 85,050 82,804 | 82, 83,34 82,756| 83,873| 84, 85,230 | 87,458
65 TotalMabilites . . ...... ... ... ... 11,043,672 |1,058,746 (1,050,629 |1,076,972 11,854,683 | 1,082,308 1,073,864 |1,069,222 [1,066,288
66 Residual (total assets minus total liabilities). . ................. 79,723 80,113| 80,279 | 80,043 79,965 80,496 80,878) 80,675 80,655

MeMo

67 Total loans and leases (gross) and mveumenm adjusted’ 883,574 | 887,442 . 894,805 | 893,370 901,468 898,187 | 899,856 | 894,247
68 Total loans and leases (gross) adjusted? 717,051 | 720,123| 717,501 ] 724,962 | 721,950 734,093 732,043 | 735,660 | 729,992
69 Time deposits in amounts of $100,000 or more V7 165,631 165,805 ] 164,685 | 164,5111 163,171 162,770 | 162,134 | 161,924
70 Loans sold outright to aﬁhate&—totnl“ 84 1,660 1,762 1,783 1,776 1,762 1,823 1,91 1,918
71 Commercial and industrial 1,073 911 1,019 1,038 1,083 1,041 1,100 1,193 1,214
72 Other 77 749 742 745 724 721 724 724 704
73 N ngs dep 194,111 195,175} 194,897 | 196,175 195,822 196,695 197,794 | 197,783 | 198,102

Includes securities purchased under a;reemcms to resell.

2 Levels of major loan items were affected by the Sept. 26, 1984, transaction
between Continental Illinois National Bank the Federal Deposlt Insurance
Corporation. For details see the H.4.2 statistical release dated Oct. 5, 1984,

3. Includes federal funds purchased and securities sold under ments to
repurchase; for information on these liabilities at banks with assets of $1 billion or
more on Dec. 31, 1977, sce table 1.13.

4. This is not a measure of equity capital for use in capitai adequacy analysis or
for other analytic uses.

ban

Exclusive of loans and federal funds

GManswlduethosew

oul
nonconsolidated nonbank affiliates of
not a bank), and

with d ic

bank

a bank's own foreign branches,

the

Aoy

bank’s hol

dxtig company (if

ies of the h

paily.



A20 Domestic Financial Statistics [J June 1986

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

1986

Account
Jan. 29 | Feb.5 | Feb. 12 | Feb. 19 | Feb, 26 | Mar. 5 | Mar. 12} Mar. 19] Mar. 26

1 Cash and balances due from depository institutions 21,534 | 26,060 { 24,645 28,565 22,952 26,055 27,675 | 25,493 | 27,075
2 Total loans, leases and securities, met!. .......................... 195,026 | 192,313 | 192,299 |198,235 |195,127 201,517 |203,712 | 199,994 | 198,136

Securities
3 U.S. Treasury and government agency? ......

4 Tradingaccount? .. ......ocvevveriireinerieiinenniineooiese] v | | oeeis p e il

5 Investment account, by maturi 10,897 10,574 11,311

6 One yearorless.......... 1,524 1,360 1,365

7 Over one through five year: 5,375 5,152 5,908

8 Over five years......... . 3,998 4,062 4,039

9 Other SECUNties?. ... ...vvvvevrrninenanvnnennereerssneroaiinee] voveen |ovneen | oenvene L ovvens Lo

10 Tradingaccount? ........cvvvevnrinneneennenecnrenereecenes] voveee | owneen | vviiee boveens bl

11 Investment account....... 15,756 15,413 15,618

12 States and political subdi 13,967 ,840 13,693

13 One yearorless...... 1,826 1,874 1,875

14 Overone year.......... A 12,141 966 11,818

15 Other bonds, corporate sto 1, , 1,573 1,926

16 Other trading account assets? ..o, e | b e

Loans and leases

17 Federal funds sold3 . .......oovviniiieiiiiiiiiiiin e, 27,639 28,936 27,791 30,107 33,921 28,733 29,414
18  To commercial banks 12,427 | 13,711 12,344 11,670 16,347 | 11,88 13,755
19  To nonbank brokers and dealers in securities ................. 8,807 8,448 8,078 8, 11,172 10,889 | 10,807 9,642
20 TO OthEIS......vvntiinns i er it 6,189 6,763 7,146 7,386 7,265 6,68 6, 6,018
21 Other loans and leases, §ross ... ovveiviiivrerennornnirenaos 143,456 | 144,447 | 142,904 146,005 | 150,430 | 149,182 {151,728 | 148,642
22 Other loans, GroSS ... ....overirieenirininaiieriiiiiieiies 140,466 | 141,446 | 139,852 142,643 |147,351 | 146,099 {148,644 | 145,551
23 Commercial and industrial ....... e 57,739 57,624 57,815 58,365 58,951 58,298 58,396 57,635
24 Bankers p and cial paper............... 550 541 547
25 Allother. . ....ov i i e 57,260 57,074 57,329 57,829 § 57,757 57,849 57,140
26 U.S. addressees ........oovvvreriniinniieiiiiiioniiis 56,649 | 56,463 | 56,720 57,262 | 57,833 | 57,180 | 57,271 | 56,551
27 Non-U.S. addressees. . ........ovuivrienieriereieiinns 611 611 609 567 578
28 Real eState IOANS ... oovvvve it iiiiteeririeienianasn 30,166 30,119 30,256 30,268 30,421 30,630 31,014 30,924

29 ;o individuals for personal expenditures

30 0 dep Y an e e 12,341 12,977 12,356 13,216 14,047 13, 13,322 13,380
3] Commercial banks in the United States................... 3,433 4,028 3,965 4,529 4,745 4,439 . 4,487
32 Banks in foreign countries I 2,249 ,441 1, 2,076 2,888 2,174 2,308 2,232
33 Nonbank depository and other financial institutions .......... 6,658 6,508 6,523 6,611 6,414 6,487 6, 6,661
34 For purchasing and carrying securities 8,069 8,637 7,307 8,214 11,122 11,898 12,794 11,163
35 To finance agricultural production . . 305 315 3 322

36 To states and political subdivisions ...

37 To foreign governments and official institutions.............. 619 667 1,017 912 7 8
38 All other 3,924 4,039 3,727 4,085 4,353 3,915 4,849 4,144
39 Lease financing receivables ... 2,991 3,000 3,052 3,362 3,079 3,083 X 3,091
40 LEss: Unearned NCOME ... .ovvrvtvntriinnennneraerniesneeenns 1,460 1,440 1,438 1,449 1,424 1,432 1,434 1,433
41 Loan and 1ease TEServVe .....vvuvuvtiirrnernenersrinenens 3,959 4,028 4,090 4,149 4,208 4,267 4,296 4,224
42 Other loans and eases, Nt .. ..o v iiiiiiiiiinr i ianiiaaais 138,038 {138,979 | 137,376 140,407 | 144,798 | 143,483 | 145998 | 142,984
43 All other assets?...... ... ..oiiiiiiiieiiiiiiiiii i 65,885 70,244 69,008 70,656 75,147 69,053 72,561 69,544
44 Tolal ASSELS ... .. ... ..ottty 282,446 | 288,617 | 288,951 288,736 | 302,719 {300,441 (298,048 | 294,754
Deposits

45 Demand deposits ... ... S R L L AT R TS 50,504 54,244 48,166 57,683 50,247 57,392 53,916 55,640 54,077
46 Individuals, partnerships, and corporations ................... 33,684 | 35442 | 32,977 38,950 34,661 36,220 37,511 37,881 36,317
47  States and political subdivisions ............ ... ...l 673 1,112 538 680 639 606 483 691 698
48  U.S. BOVEIMMENL ... 0vetivntittrnreraneneeiansinenrsnons 630 1,073 503 250 622 961 545 839 513
49 Deposito?' institutions in the United States................... 5,578 5,368 4,769 6,265 5,539 6,542 5,282 5,797 5,762
50 Banks in foreign countries .. ... . o i 4,032 4,165 3,999 5,642 4,255 5,313 4,661 4,263 4,467
51  Foreign governments and official institutions .................. 1,026 715 594 673 822 628 723 627 783
52  Certified and officers’ checks. ..............oiiiiiiiii 4,881 6,370 4,784 5223 3,708 7,120 4,71t 5,540 5,536
53 Transaction balances other than demand deposits

ATS, NOW, Super NOW, telephone transfers)............ 4,443 4,666 4,565 4,524 4,483 4,987 4,594 4,612 4,622
54 Nontransaction balances. ............. cooveiieiiiniiiienin, 91,455 | 92,006 | 91,684 92,987 92,519 | 92,349 91,788 | 92,166 | 91,649
55 Individuals, partnerships and corporations.................... 82,571 83,053 | 82,582 83,949 83,126 | 82,983 82,496 | 83,130 | 82,662
56  States and political subdivisions ..............c e, 5,741 5,739 5,886 5,925 6,053 5,954 5,937 5,794 5,645
57 US.government ............... e 51 35 52 46 45 41 40 43
58  Depository institutions in the United States................... 2,148 2,226 2,222 2,156 2,390 2,459 2,478 2,364 2,445
59  Foreign governments, official institutions and banks ........... 944 952 956 904 904 907 836 839 855
60 Liabilities for borrowed money...........ccooiiiiiiiiiee 79,253 83,186 85,972 83,548 89,794 92,141 85,371 83,257
61  Borrowings from Federal Reserve Banks .....................0 ... | oo | oo | s e et 800 § ..... | ......
62 Treasury tax-and-1oan NOLES. .. . .vvvevuivniriiieenirrarnaenss 4,964 3,281 4,337 4,237 4,729 2,274 1,413 3,208 2,535
63 All other liabilities for borrowed moneys ..................... 75,972 78,849 81,735 78,819 87,521 89,927 82,164 80,722
64 Other liabilities and subordinated note and debentures ........... 34,194 | 32,729 | 32,623 32,354 32,450 | 32,466 32,137 | 34,581 35,489

65 Total liabilities
66 Residual (total assets minus total liabilities)t

262,898 | 260,224 | 273,520 |263,247 (276,989 |274,5T8 | 272,370 | 269,095
25,498 | 25,719 | 25,727 | 25,562 | 25,488 | 25,730 | 25,863 | 25,678 | 25,659

MEMO
67 Total loans and leases (gross) and investments adjusted!7........... 181,672 | 181,326 | 180,150 | 185,663 |183,852 {190,734 {188,625 | 189,252 | 185,551
68 Total loans and leases (gross) adjusted” ........................ 155,019 | 155,631 | 154,164 | 159,248 |156,922 |164,122 {162,317 | 163,989 | 159,813
69 Time deposits in amounts of $100,000 or more .................. 36,664 | 36,886 | 37,038 | 37,105 | 36,975 | 36,778 | 35,645 | 35948 | 35,567
1. Excludes trading account securities. 6. Not a measure of equity capital for use in capital adequacy analysis or for
2. Not available due to confidentiality. other analytic uses.
3. Includes securities purchased under agreements to resell. 7. Exclusive of loans and federal funds transactions with domestic commercial
4. Includes trading account securities. . banks.
5. Includes federal funds purchased and securities sold under agreements to NoTE. These data also appear in the Board's H.4.2 (504) release. For address,

repurchase. see inside front cover.



Weekly Reporting Commercial Banks A2l

1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS WITH ASSETS OF
$750 MILLION OR MORE ON JUNE 30, 1980 Assets and Liabilities A

Millions of dollars, Wednesday figures

1986
Account!
Jan. 29 Feb. 5 Feb. 12 Feb. 19 Feb. 26 Mar. § Mar. 12 Mar. 19 Mar. 26
1 Cash and due from depository institutions . 9,794 8,704 9,309 8,920 8,732 8,939 8,894 8,435 9,204
2 Total loans and securities ............... 63,634 63,437 63,586 65,051 65,727 63,728 64,800 66,163 68,377
3 U.S. Treasury and govt. agency securities ,506 3,960 3,730 3,931 3,932 3,789 3,906 3,883 3,784
4 Other SECUrtIes . ... cvvurevrennrennnnen 4,450 4,436 4,281 4,287 4,387 4,391 4,078 4,080 4,014
S Federal fundssold?..................... 4,778 3,630 4,314 5,282 6,509 2,989 3,485 3,823 4,312
6 To commercial banks in the United States 3,862 2,685 3,221 4,120 5,603 2,225 2,788 2,919 3,394
7 To others 917 945 1,093 1,162 906 764 696 904 918
8 Other loans, 50,900 51,411 51,261 51,552 50,899 52,559 53,331 54,377 56,266
Commerci 30,002 30,497 30,735 31,002 30,712 31,478 31,649 32,188 33411
10 Bankers
paper 2,088 2,196 2,109 2,150 2,075 2,186 2,042 2,230 2,372
11 All other 27,914 28,300 28,625 28,852 28,637 29,292 29,606 29,957 31,038
12 U.S. addressees 26,054 26,461 26,775 ,889 26,698 26,947 27,313 27,867 28,888
13 Non-U.S. addressees ............. 860 1,840 1,850 1,963 1,940 2,345 2,293 2,090 2,150
14 To financial institutions ............... 14,078 13,864 13,645 13,810 14,027 14,282 14,726 14,902 15,262
15 Commercial banks in the United States . 11,070 10,762 10,759 10,972 11,187 11,316 11,650 11,773 12,288
16 Banks in foreign countries........... 1,056 1,124 1,020 1,031 1,133 1,124 1,091 1,069 1,012
17 Nonbank financial institutions. ....... 1,952 1,979 866 I, 1,736 1,842 1,985 2,060 1,962
18  To foreign govts. and institutions . . 702 650 641 657 613 598 607 606 654
19 For purchasing and carrying securities . . 2,619 2,790 2,676 2,422 1,926 2,562 2,708 3,084 3,397
20 Allother...........ocoveiiiiiiinanns 3,500 3,609 3,563 3,660 3,620 3,638 3,641 3,597 3,542
21 Other assets (claims on nonrelated parties) . . 21,920 22,258 22,516 22,961 23,024 2,594 22,901 22,758 22,783
22 Net due from related institutions ......... 10,723 12,996 11,714 11,875 11,192 14,048 13,625 12,317 11,206
23 Total ASSeLS . ......vvnienienernnenannes 106,070 107,395 107,125 § 108,676 109,309 110,220 109,674 111,570
24 Deposits or credit balances due to other
than directly related msmuuons 32,872 32,516 32,137 31,904 31,396 31,144 30,835 31,792 32,462
25 T and credit b 2,586 , 2,631 2,826 2,427 2,975 2,419 2,777 2,841
26 Individuals, partnerships, and
corporauons ................... 1,367 1,467 1,496 1,544 1,420 1,478 1,495 1,558 1,520
27 Other ... e 1,219 1,118 1,135 1,282 1,007 1,496 923 1,219 1,321
28 Nontransacuon accountst ............. ,286 29,931 29,506 25 078 28,969 28,169 28,417 29,014 29,620
29 Individuals, partnerships, and
COrporations . .................. 23,840 23,732 22,908 23,088 22,912 22,458 22,878 23,661 24,019
30 Other........coviiiiiiiiiiiannnnn 6,446 W1 R 5,990 6,058 5,711 5,539 5,353 5,601
31 Borrowings from other than directly
related institutions. ............... 38,594 41,357 39,660 42,024 40,155 44,366 44,065 40,906 39,320
32 Federal funds purchased ............. 17,187 20,612 18,588 20,959 18,043 22,187 21,920 18,439 16,772
3 From commercial banks in the
United States .................. 12,495 14,768 13,850 15,914 12,605 17,332 17,060 13,191 12,314
34 Fromothers....................... X 5,844 4,738 5,045 5,439 4,855 4,860 5,248 4,457
35  Other liabilities for borrowed money. ... R 20,745 1,071 21,065 22,112 22,179 22,145 22,467 2,548
36 To commercial banks in the
United States .................... 19,356 18,737 18,877 18,917 19,848 20,170 20,510 20,679 20,744
7 TOOthers.....oovvvreiieineiiisnnns 2,051 2,008 ,194 2,148 ,264 2,009 1,636 1,788 1,803
38 Other liabilities to nonrelated parties ..... 23,576 24,292 24,367 24,611 25,053 24,252 24,755 24,900 24,476
39 Net due to related institutions ........... 11,028 9,231 10,961 10,269 12,071 9,548 10,564 12,076 15,312
40 Total liabilities......................... 106,070 107,395 107,125 08,808 108,676 109,309 110,220 109,674 111,570
Memo
41 Total loans (gross) and securities adjusted® 48,702 49,990 49,607 49,959 48,966 50,187 50,362 51,471 52,696
42 Total loans (gross) adjusted®............. 40,747 41,594 41,595 41,742 40,648 42,006 42,378 43,508 44,897

A Levels of many asset and liability items were revised beginning Oct. 31,

1984, For details, see the H.4.2 (504) statistical relense dated Nov. 23, 1984,

1. Effective Jan. 1, 1986, The ?ane includes 65 U.S. branches and
agencies of forei banks mstead of the 50 banks previously reporting. Data
shown for week: ‘ﬂfore Jan. 1, 1986 are estimated to represent the new 65-bank
panel. Minor definitional chanses were made in a few items eﬁ‘ectwe wnh Jan. l

in transaction accounts. Before Jan. 1, 1986, they were included in savings
(nontransaction) accounts.
2. lncludes secunnes purchased undcr agreements to resell.
3.1 credit b and other ch

4. Includ ngs dep money “market deposit accounts, and time

kahle d

data due to a change in treatment of credit balances and other ch
Credit balances formerly were reported as a scparate uem and are now mcluded in
the transaction account breakdowns. Other ch are now incl

ludes securities sold under agreements to repurchase.
6. Exclusive of loans to and federal funds sold to commercial banks in the
United States.



A22 Domestic Financial Statistics [J June 1986

1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances, not seasonally adjusted
Commercial banks
T f hold 1984 1985
ype ol holder 1980 | 1981 | 1982 | 198
Dec. Dec. Dec. Dec.
Sept. Dec. Mar.3 June Sept. Dec.
{ All holders~Individuals, partnerships, and
corporations. .. .............. . i iiiiiee 315.5 288.9 291.8 293.8 288.8 302.7 286.6 298.6 299.6 321.6
2 Financial business 29.8 28.0 354 2.8 .4 31.7 28.1 28.9 28.9 32.9
3 Nonfinancial business 162.8 154.8 150.5 161.1 158.9 166.3 158.3 164.7 168.1 178.4
4 Consumer ................. 102.4 86.6 85.9 78.5 799 81.5 77.9 81.8 80.7 84.8
S Foreign ...........coovvnen. .. 33 2.9 3.0 33 33 1.6 3.5 3.7 35 3.5
6Other ... 17.2 16.7 17.0 17.8 16.3 19.7 18.8 19.5 18.5 22.1
Weekly reporting banks
1984 1985
1980 1981 1982 1983
Dec. Dec. Dec. Dec.?
Sept. Dec. Mar.} June Sept. Dec.
7 All holders—Individuals, partnerships, and
corporations. . .......... ... ... 147.4 137.8 144.2 146.2 1453 157.1 1478 151.4 153.7 168.8
8 Financial business .............. 21.8 21.0 26.7 24.2 23.7 25.3 22.6 229 233 26.6
9 Nonfinancial business 78.3 75.2 74.3 79.8 79.2 87.1 82.8 84.0 859 94.4
10 Consumer ..................... 35.6 30.4 319 29.7 29.8 30.5 29.1 299 30.6 324
11 Foreign .........ocooiiviieiint, 31 2.8 29 3.1 3.2 34 33 3.5 33 3.
T20ther ...t e 8.6 8.0 8.4 9.3 9.3 10.9 10.0 11.0 10.6 12.3

1. Figures include cash items in process of collection. Estimates of gross
deposits are based on reports supcrlied by a sample of commercial banks. Types of
d itors in each gory are described in the June 1971 BULLETIN, r 466.

2. In January 1984 the weekly reporting panel was revised; it now includes 168
banks. Beginning with March 1984, estimates are constructed on the basis of 92
sample banks and are not comparable with earlier data. Estimates in billions of
dollars for December 1983 based on the newly weekly reporting panel are:
fi jal busi 24.4; nonfi ial busi 80.9; , 30.1; foreign, 3.1;
other, 9.5.

P ol busi 4 . n

3. Beginning March 1985, P and, by implicat 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 biilion at all insured commercial banks
and $3.0 billion at weekly reporting banks.




Financial Markets A23

1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
1985 1986
1981 1982 1983 1984 1985
Instrument
Dec. Dec. Dec.! Dec. Dec.
< ¢ o ¢ Sept. Oct. Nov. Dec. Jan. Feb.
Commercial paper (seasonally adjusted unless noted otherwise)

1 Allfssuers ...l 165,829 | 166,436 | 187,658 | 237,586 | 300,899| 277,482 282,158! 287,981 300,899 | 302,160 | 297,862

Financial companies?

Dealer-placed paper*
2 Total ... 30,333 34,605 44,455 | 56,485 78,443 71,080 70,395 72,145 | 78,443 79,052 78,136
3 Bank-related (not scasonally
justed) ... i 6,045 2,516 2,441 2,035 1,602 2,333 2,01 1,969 1,602 1,414 1,475
Directly placed paper’
4 Total .......iiiiiiiii 81,660 [ 84,393 97,042 | 110,543 135,504 | 132,068} 131,504| 131,667 | 135,504 | 134,584 | 134,443
5 Bank-related (not seasonally
justed) ...........0 0l 26,914 32,034 35,566 | 42,105 44,778 43,224 42,5701 41,490 ] 44,778 35,660 36,948
6 Nonfinancial companies® ............. 53,836 47,437 46,161 | 70,558 86,952 74,334 80,256 | 84,169 86,952 88,528 85,283
Bankers dollar p (not lly adjusted)’

A T SN 69,226 | 79,543 78,309 | 77,1211 68,180 70,845 69,272| 67,890 | 68,180 68,208 67,188

Holder
8 Acceptingbanks .................... 10,857 10,910 9,355 | 10,255 11,233 10,014 9,719 11,027 11,233 11,084 12,352
9 Ownbills......................... 9,743 9,471 8,125 9,065 9,507 8,501 8,041 8,903 9,507 9,346 10,127
10 Billsbought ...................... 1,115 1,439 1,230 1L191 1,726 1,513 1,679 2,123 1,726 1,738 2,225

Federal Reserve Banks
11 Ownaccount ..................... 195 1,480 418 0 0 ] 0 0 0 0 0
12 Foreign correspondents ............ 1,442 949 729 671 937 793 850 874 937 898 874
130thers . ..o 56,731 66,204 68,225 | 67,309 56,946| 60,830] 59,552 56,863 56,946 57,120 54,835

Basis
14 Imports into United States ........... 14,765 17,683 15,649 16,975 15,225 17,146 16,503 15,845 15,225 14,820 14,806
15 Exports from United States .......... 15,400 16,328 16,880 | 15,859 13,189 13,242 13,116 13,030 13,189 12,951 13,115
16 Allother .......oooovvvioi oo, 39,060 45,531 45,781 | 43,702 36,688 38,776 38,362 37,516 ] 36,688 37,277 36,648

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
fi ing; factoring, fi leasing, and other busi lending; i
underwriting; and other investment activities.

4. Includes all financial company paper sold by dealers in the open market.

. 5. As reported by financial companies that place their paper directly with
investors.

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, T ing, mining, wholesale and retail trade,
transportation, and services.

7. Beginning October 1984, the aumber of respondents in the bankers accept-
ance 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

Effective date Rate Effective Date Rate Month Average Month Average
rate rate
1984—Mar. 19. 11.50 }1984—Nov. 9 10.50
Apr, S 12.00 28 10.50
ay 8. 12.50 Dec. 20. 10.31
June 25, 13.00 9.78
Sept.27. 12.75 |1985—Jan. 15. 9.50
Oct, 17. 12.50 May 20. 9.50
29 12.00 June 18. .. 9.50
9.50
9.50
9.50
9.50
9.50
9.00
8.50

NoTk. These data also appear in the Board's H.15 (519) release. For address,
see ingide 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.

1985 1986 1986, week ending
Instrument 1983 1984 1985
Dec Jan. Feb. Mar, |Feb. 28 | Mar. 7 |Mar. 14 | Mar. 21 [ Mar. 28
MONEY MARKET RATES
| Federal fundst:2...................... 9.09 10.22 8.10 8.27 8.14 7.86 7.48 7.82 7.89 7.52 7.47 7.25
2 Discount window borrowing!:23..,..... 8.50 8.80 7.69 7.50 7.50 7.50 7.10 7.50 7.50 7.07 7.00 7.00
Commercial paper®s
3  I-month.. . 8.87 10.05 7.94 7.87 7.78 7.70 7.30 7.66 7.52 7.20 7.22 7.25
4  3-month.. 8.88 10.10 7.95 7.75 7.7 7.63 7.20 7.59 7.40 7.13 7.13 7.13
5 6month...............0iiaiiin, 8.89 10.16 8.01 7.62 7.62 7.54 7.08 7.48 7.27 7.04 7.01 7.00
Finance paper, directly placed*’
6 -month 8.80 9.97 7.91 7.81 7.75 7.68 7.24 7.61 7.43 7.18 7.19 7.19
7 3-month 8,70 9.73 7.77 7.57 7.52 7.47 7.15 7.44 7.34 7.14 7.11 7.03
8 6-month 8.69 9.65 7.75 7.51 7.47 7.40 7.10 137 7.30 7.11 7.05 6.96
Bankers acceptances’®
9. 3-month 8.90 10.14 7.92 7.65 7.62 7.54 7.09 7.50 7.27 7.05 7.04 7.01
10 6-month 8.91 10.19 7.96 7.52 7.55 7.41 6.94 7.31 7.1 6.95 6.88 6.83
Certificates of deposit, secondary market?
1 tmonth...............coiiii 8.96 10.17 7.97 7.87 7.83 7.69 7.33 7.63 7.51 7.24 7.27 7.30
12 3-month.... 9.07 10.37 8.05 7.80 7.82 7.69 7.24 7.62 7.46 7.19 717 7.16
13 6month....................cc000 9.27 10.68 8.25 7.80 7.83 7.70 7.23 7.62 7.46 7.18 7.16 7.15
14 Eurodollar deposits, 3-month® ......... 9.56 10.73 8.28 799 8.02 7.89 7.42 7.86 7.70 7.41 7.39 7.43
U.S. Treasury bills”
Secondary market®
15 3-month 8.61 9.52 7.48 7.10 7.07 7.06 6.56 7.04 6.79 6.59 6.49 6.39
16 6-month 8.73 9.76 7.66 7.14 7.16 7.1 6.57 7.04 6.77 6.58 6.55 6.42
17 l-year. .......oviiiiiiiii 8.80 9.92 7.80 7.16 7.21 7.11 6.59 7.02 6.76 6.59 6.57 6.46
Auction average!®
18 3-month 8.63 9.58 7.48 7.07 7.04 7.03 6.59 6.96 6.92 6.55 6.52 6.36
19 6-month 8.75 9.80 7.66 7.09 7.13 7.08 6.60 7.00 6.87 6.54 6.55 6.43
20 f-year............ 8.86 9.91 7.80 7.06 7.31 7.19 6.61 n.a. n.a. 6.61 n.a. n.a.
CAPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities!?
21 beyear. ..., 9.57 10.89 8.43 7.67 7.73 7.61 7.03 7.52 7.22 7.03 7.01 6.89
2 2-¥ear ............ 10.21 11.65 9.27 8.15 8.14 7.97 7.21 7.81 143 7.17 7.20 7.10
23 2-layear. e e 11.82 9.54 8.30 8.33 8.10 n.a. 8.0 n.a. 7.40 n.a. 7.20
24 3-year............ 10.45 11.89 5.64 8.40 8.41 8.10 7.30 7.91 7.51 7.26 7.29 7.19
25 S-year............ 10.80 12.24 10.13 8.73 8.68 8.34 7.46 8.06 7.66 7.40 7.46 7.36
26 T-year............ 11.02 12.40 10.51 9.11 9.03 8.58 7.67 8.20 7.90 7.61 7.71 7.52
27 10-year........... 11.10 12.44 10.62 9.26 9.19 8.70 7.78 8.29 8.01 772 7.80 7.63
28 20-year........... 11.34 12.48 10.97 9.75 9.59 9.08 8.09 8.56 8.31 8.09 8.14 7.93
29 LY 11.18 12.39 10.79 9.54 9.40 8.93 7.96 8.47 8.17 7.95 7.98 7.81
Composite!4
30 Over 10 years (long-term) ......... 10.84 11.99 10.75 9.60 9.51 9.07 8.13 8.57 8.31 8.14 8.17 7.98
State and local notes and bonds
Moody's series!S
3 ABA. ... e 8.80 9.61 8.60 7.98 7.74 7.26 6.73 6.90 6.65 6.65 6.80 6.80
32 Baa.............. 10.17 10.38 9.58 9.05 8.79 8.30 7.58 7.80 7.50 7.50 7.70 7.60
33 Bond Buyer series!® 9.51 10.10 9.11 8.43 8.08 7.44 7.08 6.98 6.88 6.89 7.34 7.21
Corporate bonds
Seasoned issues!’
34 All industries ..............0a0 12.78 13.49 12.05 10.89 10.75 10.40 9.7% 10.08 9.89 9.78 9.80 9.71
35 Aaa........ 12.04 12.71 1137 10.16 10.05 9.67 9.00 9.29 9.08 8.98 9.03 8.94
36 Aa 12.42 13.31 11.82 10.63 10.46 10.13 9.49 9.81 9.59 9.48 9.52 9.43
37 A. 13.10 13.74 12.28 11.19 11.04 10.67 10.15 10.40 10.29 10.15 10.14 10.04
38 Baa................ 13.55 14.19 12.72 11.58 11.44 11.11 10.50 10.82 10.59 10.52 10.50 10.42
39  A-rated, recently-offere
nds? Lo 12.73 13.81 12.06 10.91 10.74 10.20 241 9.48 9.56 9.37 9.38 9.29
MEemo: Dividend/price ratio!?
40  Preferred stocks................ N 11.02 11.59 10.49 10.05 9.85 9.62 9.13 9.66 9.14 9.06 9.10 9.21
41 Common Stocks.............c.ovnve 4.40 4.64 4.25 3.88 3.9 372 3.50 3.62 3.63 3.50 345 .43

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 g&:rcr)
Before November 15)79, 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 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 quoted by 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. U ighted average of ing bid rates 1uoted 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. Each biweekly figure is the average of five business dazs ending on the
Monday following the date indicated. Until Mar. 31, 1983, the biweekly rate
determined the maximum interest rate spayable in the following two-week period
on 2-¥s-year small saver certificates. (See table 1.16.) .

14. Averages (to maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, including one very low yielding ‘‘flower’* bond.

15. General obligations based on Thursday figures; Moody's Investors Service.

16. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

17. Daily figures from Moody’s Investors Service. Based on yields to maturity
on selected long-term bonds.

18. 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.

19. 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.

NoTE. 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
1985 1986
Indicator 1983 1984 1985
July Aug. | Sept. | Oct. Nov. Dec. Jan Feb. Mar.
Prices and trading (averages of daily figures)
Common stock prices
1 New York Stock Exchange
(Dec. 31,1965 =50).........c.ovinvnintn 92. 9N. 108. 111.641 109.09} 106.62] 107.57] 113.93] 119.33 120.16| 126.43 [ 133.97
2 Industrial ............ 107.45] 108.01] 123.79| 126,94 124.92| 122.35] 123.65| 130.53} 136.77 137.13] 144.03 | 152.75
3 Transportation 89.36| 85.63] 104.11] 111.67| 109.92] 104.96| 103.72| 108.61| 113.52] 115.72] 124.18 | 128.66
4 Utility ............. 47.00F 46.44) 56.75] 59.681 56.99| 5593| 5584 59.07 61.69 62.46 65.18 68.06
S FINanCe...........c.oviiiineiiinaininrananes 95.341 89.28( 114.21f 119.85| 114.68( 110.21§ 112.36| 122.83 | 128.86 13236 142.13 ! 153.94
6 Standard & Poor’s Corporation (1941-43 = 10)! ... | 160.41| 160.50| 186.84| 192.54| 188.31| 184.06] 186.18| 197.45| 207.26f 208.19} 219.37 } 232.33
7 American Stock Exchange?
(Aug. 31,1973 =50)...........iiie 216.48] 207.96] 229.10] 235.21] 232.65) 226.27] 225.00) 236.53] 243.28) 24527 246.09| 264.91
Volume of trading (thousands of shares)
8 New York Stock Exchange. . 85,4181 91,084 (109,191 1111,952| 87,468 | 97,910110,569 | 122,263} 133,446 130,872| 152,590 | 160,755
9 American Stock Exchange ...................... 82151 6,107| 8,355) 7,284} 7,275 7,057| 7.648] 9,183 1,890 11,105} 14,057 | 15,902
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker—dealers® ................. 23,000 22,470| 28,390 25,220 25,780  25,330) 26,350 | 26,400 28,390 26,810| 27,450 | 29,090
Free credit balances at brokers®
11 Margin-accounts .. ..........oiiiiiiiiieiiiin.., n.a. 1,755 2,715| 1,950 1.810] 1,745 1,715| 2,080 2,715 2,645 2,550 2,710
12 Cash-account.........coooiiiiiiiiiin iy 8,4301 10,215| 12,840 9,700 9,440} 10,080] 9,630| 10,340] 12,840 11,695| 12,355 ] 13,920
Margin-account debt at brokers (percentage distribution, end of period)
BBTotal ... 100.0f 1000 100.0; 100.0] 1000| 100.0{ 100.0] 100.0 100.0 100.0 100.0 100.0
By equity class (in percent)t
14 Underd0...............coiiiiiiiiiainn 2.0 18.0 34.0 4.0 35.0 40.0 37.0 35.0 40 320 8.0 29.0
. 22,0 18.0 20.0 20.0 21.0 22.0 22.0 20.0 20.0 20.0 19.0 19.0
16.0 16.0 19.0 19.0 18.0 16.0 17.0 19.0 19.0 20.0 21.0 21.0
9.0 9.0 1.0 11.0 11.0 9.0 10.0 11.0 11.0 11.0 13.0 13.0
6.0 5.0 8.0 8.0 8.0 6.0 7.0 7.0 8.0 8.0 9.0 9.0
6.0 6.0 8.0 8.0 7.0 7.0 7.0 8.0 8.0 9.0 10.0 9.0
Special 1t t bal at brokers (end of period)
20 Tetal balances (millions of dollars)? ............... §8,329| 75,840 99,310 89,240 90,930 ( 91,400 | 92,250 | 95,240 99,310 99,290 104,228 | 103,450
Distribution by equity status (percent)
21 Netcredit status ...........oooviiniiivniinnnen. 63.0 59.0 58.0 59.0 59.0 59.0 58.0 57.0 58.0 59.0 60.0 61.0
Debt status, equity of
22 G0percent ormore .........coviveueevnninnss 28.0 29.0 31.0 320 30.0 31.0 310 32,0 31.0 330 320 31.0
23 Lessthan60percent ................ocvnunn.. 9.0 11.0 11.0 9.0 1.0 10.0 11.0 11.0 11.0 8. 8.0 8.0
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
24 Margin stocks ......... . i i 70 80 65 55 65 50
25 Convertible bonds 50 60 50 50 50 50
26 Shortsales .............coviiiiiiiiiniiian.s 70 80 65 55 65 50

1. Effective July 1976, includes a new financial group, banks and insurance
companies. With this change the index includes 400 industrial stocks (formerly
%25). 20\ transportation (formerly 15 rail), 40 public utility (formerly 60), and 40

nancial.

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cunir? ufrevious readings in half.

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscription rights, corporate bonds, and govern-
ment securities. Separate reporting of data for in stocks, convertible bonds,
and subscription issues was discontinued in Apnl 1984, and margin credit at
Froke,r;dgglers became the total that is distributed by equity class and shown on

ines —4i.

4. Free credit balances are in accounts with no unfulfilied commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984,

6. Each customer's equity in his collateral (market value of collateral less net
debit balance) is expressed as a percentage of current collateral values.

7. Balances that may be used by customers as the margin deposit required for
additional purchases. Balances may arise as transfers based on loan values of
other coll 1 in the 's margin or deposits of cash (usually sales
proceeds) occur.

8. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in accordance with the Securities Exchange Act of 1934, limit the
amount of credit to purchase and carry margin stocks that may be extended on
securities as collateral by prescribing a maximum loan value, which is a specified
R‘ercentage of the market value of the collateral at the time the credit is extended.

argin requirements are the difference between the market value (100 percent)
and the maximum loan value. The term ‘‘margin stocks’ is defined in the
corresponding regulation.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities
Millions of dollars, end of period

1985 1986
Account 1983 1984
Apr. May June July Aug. Sept. Oct. Nov Dec. Jan. Feb.
FSLIC insured institutions
1 Assets..........ovvvnien.., 819,168} 978,514 | 995,430(1,003,225|1,012,312| 1,022,410{1,034,979 | 1,040,968 ( 1,049,251 | 1,061,362|1,069,399 1,069,866 | 1,079,060
2 Mortgages 521,308 599,021 | 613,334 617,574] 623,275| 627,310 632,839| 638,158 644,598 647,885] 649,848 651,959 652,527
3 Mortgage-backed securities. 90,902 108,219 | 108,174| 106,433 102,892| 105,869] 108,685 113,086| 111,422| 110,400] 110,710 111,831 113,593
4 Cash and investment securities! . [ 109,923 | 135,640 | 127,225 129918 132,109 133.001] 135,136 130,791| 130,859| 139,609] 143.110| 139,660 144,618
SOther..........oovvvvnnviin] vevnnnn 91,516 B 98,034| 100,595| 101,281} 101,564 101,896| 102,679| 103,034 103,312 103,977 104,483
6 Liabilities and net worth. ..., .. 819,168 978,514 995,430{1,003,225(1,012,3121,022,410{1,034,979 | 1,040,968 { 1,049,251 | 1,061,362{1,069,399 | 2,069,866 | 1,079,060
7 Savings capital. . . ..| 671,059] 784,724 { 801,293| 809,083| 817,551 822,105! 826,841 831,274| 833,193| 837,496] 843,933 7,5 852,212
8 Borrowed money | 98,511 137,123 132,230( 129,082| 130,269| 134,019 139, 144,880 147,355| 152,7681 156,249{ 150,826 151,863
9 FHLBB 57,253 71,719 72,785 74,159] 75,897 77,756] 80,128 81,485] 82,569| 82,718 84,000 2,60 82,327
10 Other 41,258 65,4041 59,445{ 54,9231 54,372 56,263} 59,3781 63,395 64,786] 70,0501 72,249| 68,224] 69,536
11 Other.. 16,619| 18,746 K 24,215 22,055 3,252 A 21,864 24,284 26,035 , 24,186 26,793
12 Networth?........ooovvnn.., 32,980 37,921| 39.476] 40,845 42,436) 43,034] 43,432 43,950 44,419] 45,063 46,820 47,256 48,192
13 Memo: Mortgage loan
commitments outstanding? .| 56,785| 65.836| 68,671 69,683 69,585] 68,805 66,1201 65,7431 65,056] 65,447 61,9851 61,284 64,115
Savings banks*
14 Assets. . ............oooennul, 193,535| 203,898 | 210,469; 212,509| 212,163 213,824 215,298 215,560| 215,893| 216,793| 216,693| 216,673 y
Loans
15 Mortgage ... 97,356] 102,895 105,102 105,869 105,891] 106,441| 107,322 108,842 109,171 109,494| 110,371] 108,973
16 s Other. v 19,129 24,9541 28,000] 28,530 29,211 30,339 951 29,672  29,967| 31,247| 30,875 31,752
ecurities
17 U.S.government........... 15.360| 14,643 | 14,504] 14,8950 14,074] 13,960] 13,868 13,686 13,734| 13,434[ 13,113} 12,568
18  Mortgage-backed securities . . . 19,7501 19,527| 19,160] 19,779 20,101| 20,368| 20,012] 19,828) 19,482} 21,372
19  State and local government ,097 2,094 2,093 2,086 2,105 2,107 2,163 ,148 2,323 2,298
20 Corporate and other" .. 24,139 24,344 24,047| 23,738 23,7351 23,534 23,039| 22.,816( 21,212] 20,828 n.a
21 Cash ..... 6,26 4,679 5,004 4,935 4,544 4,821 4,916 4,893 4,771 6,219 5,645
22 Other assets ., 9.670] 11,413 ,288) 12,246  12,770] 12,9370 13,1501 12,345] 12,914 13,085 13,008] 13,287
23 Liabllitles ................... 193,535] 203,898 210,469| 212,509 212,163 213,824 215,298 215,560 215,893 216,793 216,693| 216,673
172,665} 180,616 184,478( 185,802| 186,091| 186,824] 187,207} 187,722} 187,239| 187,552| 185,930 186,321
170,1351 177,418 180,804( 182,113| 182,218| 182,881} 183,222| 183,560) 183,296| 183,716/ 181,881 182,399
38,554 N 2110 33,457 33,526] 33,495] 33,398( 33,2521 33,303 33,638 33,021 32,365
95,1291 104,732 | 104,527| 104,843 104,756] 104,737] 104,448 ,668| 104,024| 104,116] 103,269} 104,436
2,530 ,198 3,689 3,674 3,873 3,943 3,985 4,162 3,943 3,836 8 3,922
10,154 12,5041 14,959 15,546 14,348] 15,137} 15971 15,546| 15,996 16, 17,375] 17,086
10,368 10,5101 10,803 10,913 11,238] 11,453 11,704 11,882| 12,299 12,567 12,821} 12,925
Life insurance companies®
31 ABSeS. . ..., 654,948 722,979 | 748,865 757,523| 765,891| 772,452 778,293 783,828| 1791,483| 802,024| 816,203 A
Securities
32 Government............ 50,752] 63,899 66,402 67,880 68,636 68,983 69,975 71,008 72,334| 73,4511 77,230
31 United States® 28,6361 42,2041 442001 45,593] 46,2601 46,514] 47,343] 48,181] 49,300) 50,321] 53,559
34 State and local. 9 8,713 8,923 8,998 9,044 8,980 9,201 9,293 9,475 9,615 X
35 Foreign’ ... 12,130| 12,982 13,279] 13,289 13,332 13,489 13,431| 13,621 13,559 13,515 13,585
36 Business . 322,8541 359,333 379.247( 384,342] 388,448/ 393,386 397,202 399,4741 403,832 410,141 414,424 n.a. n.a.
37 Bonds . ,986] 295,998 | 311,123| 314,021] 317,029 321,752| 325,647| 329,133| 331,675 335,129 337,205
38 Stocks 868| 63335 “e8.124] "70:321| 71,419 71,634 71,585 70,341} 72,157| 75,0121 77,219
39 150,999| 156,699 | 159,393 160,470 161,485 162,690| 163,027 163,929} 165,687 167,306 170,460
40 22,234| 25,767 26,828] 27,215 27,831| 28, 28,45 28,476{ 28,637 X 28,662
41 Policy loans 4,063| 54,505 54,439 54,3841 54,320 54,3 54,238 54,225 54,142 54,121 4,200
42 Other asscts 54,046| 63,776 62,556] 63,232 65,171 64,853 65, 401 66,6291 57,313 68,161 71,227
Credit unions®
43 Total assets/iabilitles and capital . | 81,961| 93,036 101,268| 104,992| 106,783| 107,991 111,150( 113,016| 114,783| 117,029] 118,010| 118,933 122,623
44  Federal . 54,482| 63,205| 68,903] 71,342 72,021| 72,932 74,869 75,567 76,415| 77,829] 77,861 78,619 80,024
45  State . 27,479| 29,831| 32,365 X ,762]  35,059] 36,281 449 8,368| 39,200] 40,149 40,314 42,599
46 Loans omstanding ... .. 50,0831 62,5611 64,34} 65,298] 66,8171 67,662] 69,1711 70,765) 71,811 72,404] 73,513) 73,513} 74,207
47  Federal .. 32,930] 42,337 43,414] 44.042] 44,707| 44,963 46,036| 46,702| 47,065| 47,538] 47,933| 48,055 48,059
48 State .. 17,153 20,224 20,927} 21,256f 22,110{ 22,699{ 23,135] 24,063| 24,746] 24,866 25,580 25,458 26,148
49 Savings 74,739| 84,348 91,275 95,278 96,702 98,026] 99,8341 101,318| 103,677| 105,384} 105, 963 107,238 110,541
50  Fedcral (shares)..... 49,889| 57,539| 62,867| 66,680 66,2431 67,070| 68,087 5921 70,063| 71,1170 70,926( 72,1 3,227
51  State (shares and deposits) . | 24,850 26, 28,408 28,598 30,459 30,956] 31,747| 32,726] 33,614| 34,267| 35,037| 35,072 37,314
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NOTES TO TABLE 1.37

1. Holdings of stock of the Federal Home Loan Banks are in *‘other assets.™

2. Includes net undistributed income accrued by most associations.

3. As of July 1985, data include loans in process. .

4. The National Council reports data on member mutual savings banks and on
;l;vings banks that have converted to stock institutions, and to federal savings

nks.
S. Excludes checking, club, and school accounts. .
6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under ‘‘Business’ securities.
7. Tssues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development. .
8. Data for December 1984 through April 1985 have been revised.
9. As of June 1982, data include federally chartered or federally insured, state-
chartered credit unions serving natural persons. Before that date, data were
estimates of all credit unions.

NoTE. FSLIC-insured institutions: Estimates bl{l the FHLBB for all associa-
tions in the United States. Data arc based on monthly reports of federally insured
associations. Even when revised, data for current and preceding year are subject
to further revision.

Savinis banks: Estimates of National Council of Savings Institutions for all
savings banks in the United States.

L(/ﬁ'guu.rnnce companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annusl figures are annual-
statement asset values, with bonds 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 , in ‘‘other assets.”

Credit unions: Estimates by the National Credit Union Administration for a
goup of federal and federally insured state credit unions serving natural persons.

igures are preliminary and revised annually to incorporate recent data.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
I : Fiscal Fiscal Fiscal
ype of account or operation year year year
P 1983 1984 1985 1984 1985 1985 1986
H2 H1 H2 Dec. Jan. Feb.
U.S. budget
I Receipts .. 600,562 666,457 733,99 341,393 380,619 364,791 68,193 76,710 53,370
2 Outlays ....... 795,917 841,800 936,809 446, 463,735 488,740 84,079 82,849 78,290
3 Surplus, or defic -195,355| —175,343 -202,813 -105,557 —83,115 —-123,950 —15,886 -6,140 -24,920
4 rust funds. ... o 23,056 30,565 53,540 31,473 22,592 ,278 15,268 1,710 433
5 Federalfunds!'................. . —218,410| -205,908 —256,353 —137,032 -105,707 —154,229 —-31,155 -7,849 —25,354
Off-budget entities (surplus, or deficit (—))}
6 Federal Financing Bank outlays.......... —10,404 -1,277 -7,339 -1,913 ~6,274 -529 1,020 —-188 282
7O0therd .. ..o -1,953 -2,719 -1,779 =77 -1,567 —545 210 —-163 58
U.S. budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (~) .................. -207,711| -185,339 -211,931 -109,474 ~90,553 -125,022 —14,656 —6,492 —24,580
Source of financing
9  Borrowing from the public ............ 212,425 170,817 197,269 118,209 87,054 136,567 33,261 12,660 16,010
10  Cash and monetary assets (decrease, or
increase (=)%..... ... ...l -9,889 5,636 10,673 -16,683 -6,479 -10,428 -21,020 -9,503 12,969
11 Other’ ... ... i iiiiiiieeiinnns 5,176 8,885 ,989 7,948 9,978 1,117 2,415 3,334 —4,400
37,057 22,345 17,060 17,649 24,013 30,935 30,935 40,215 26,326
13 Federal Reserve Banks 16,557 3,791 4,174 5,316 3,288 9,35 9,351 16,228 5,026
14 Tax and loan accounts 20,500 18,553 12,886 12,333 20,725 21,584 21,584 23,987 21,300
1. Half-year figures are calculated as a residual (total surplus/deficit less trust 5. Includes accrued i payable to the public; allocations of special
fund surplus/deficit). drawing rights; deposit funds; 1l liability (including checks outstand-

2. The recently enacted Gramm-Rudman legisiation folds the unified and
F{rev:ously off-budget outlays into a total outlays and total deficit framework.

owever, the latest ‘‘Monthly Treasury Statement' continues to distinguish
between the old unified and off-budget spending categories,

3. Other off-budget includes Postal Service Fund; Rural electrification and
teleé)hone revolving fund; Rural Telephone Bank; Synthetic fuels corporation
fund; U.S. Railway Association; and petroleum acquisition and transportation
and strategic petroleum reserve effective November 1981.

4. Includes U.S. Treasury operating cash accounts; SDRs; reserve position on
the U.S. quota in the IMF; loans to International Monetary Fund; and other cash
and monetary assets.

ing) and asset accounts; seigniorage; increment on
currency valuation adjustment; net gainfloss for IM

profit on the sale of gold.

£

old; net gain/loss for U.S.
valuation adjustment; and

SOURCE. “Monthly Treasury Statement of Receipts and Outlays of the U.S.
Government,” *‘Daily Treasury Statement,” and the Budget of the U.S. Govern-
ment, Fiscql Year 1987.



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS

Millions of dollars

Federal Finance A29

Calendar year
So Fiscal Fiscal
urce or type year year
1984 {ogs 1984 1985 1986
Hi H2 H1 H2 Jan. Feb. Mar.
RECEIPTS
1 Allsources....................ccoivunn 666,457 733,996 341,808 341,392 380,618 364,790 76,710 53,370 49,557
2 Individual income taxes, net............. 295,960 330,918 144,691 157,229 166,783 169,987 40,150 25,370 12,572
3 Withheld...............ooiiiinan 279,350 298,941 140,657 145,210 149,288 155,725 26,146 27,295 25,141
4  Presidential Election Campaign Fund . .. 35 35 29 5 29 6 0 2 8
5 Nonwithheld.......................0. 81,346 97,685 61,463 19,403 76,155 22,295 14,484 1,253 3,482
6 Refunds.....................coiall 64,770 65,743 57,458 7,387 58,684 8,038 480 3,181 16,060
Corporation income taxes
7 Grossreceipts ..............o0iiann 74,179 77,413 40,328 35,190 42,193 36,528 3,588 1,941 10,714
8 Refunds.................oooiiiian 17,286 16,082 10,045 6,847 8,370 7,751 763 1,321 2,601
9 Social insurance taxes and contributions,
T N 241,902 268,805 131,372 118,690 144,598 128,017 26,983 22,046 22,785
10 Employment taxes and
contributions!. ................... 212,180 238,288 114,102 105,624 126,038 116,276 25,363 19,207 22,229
11 Self-employment taxes and
contributions?. .. ...l 8,709 10,468 7,667 1,086 9,482 985 737 641 643
12 Unemploymem msurance 25,138 25,758 14,942 10,706 16,213 9,281 1,211 2,467 190
13 Othernetreceipts® ................... . 4,759 2,329 2,360 2,350 2,458 408 372 366
14 EXCISE tAXeS .\ v \vvnviniii i 37,361 35,865 18,304 18,961 l7 259 18,470 3,167 2,265 2,531
15 Customs deposits . 11,370 12,079 5,576 6,329 5,807 6.354 1,097 948 1,036
16 Estate and gift taxes. .. N 6,010 6,422 3,102 3,029 3,204 3,323 587 487 533
17 Miscellaneous recclpts‘ ................. 16,965 18,576 8,481 8,812 9,144 9,861 1,901 1,638 1,989
OuTLAYS
18 Alltypes ...........covvniiniiiiiinat 851,781 946,323 420,700 446,943 463,842 488,739 82,849 78,290 79,700
19 Nationaldefense ....................... 227,413 252,748 114,639 118,286 124,186 134,675 20,945 21,268 24,002
20 International affairs..................... 15,876 16,176 5,426 8,550 6,675 8,367 550 -208 1,676
21 Genernl science, space, and technology . .. 8,317 8,627 3,981 4,473 4,230 4,727 689 840 549
22 ENCIBY. . .v it 7,086 5,685 1,080 1,423 680 3,305 248 179 967
23 Natuml resources and environment....... 12,593 13,357 5,463 7,370 5,892 7,553 1,216 838 838
24 Agriculture 13,613 25,565 7,129 8,524 11,705 15 4]2 3,270 2,103 1,207
25 Commerce and housing credit ........... 6,917 4,229 2,572 2,663 -260 644 280 =725 =319
26 Transportation . ............cvcvveovin.n 23,669 25,838 10,616 13,673 11,440 15,360 2,025 1,723 1,963
27 C y and r ] devel .. 7,673 7,680 3,154 4,836 3,408 3,901 603 519 615
28 Education, tmlmna, employmem socnal
SEIVICES . . v v irenin et 27,579 29,342 13,445 13,737 14,149 14,481 2,666 2,727 2,377
29Health...............cooviiiiin 30,417 33,542 15,551 15,692 16,945 17,237 3,174 2,885 2,385
30 Social security and medicare . 235,764 254,446 119,420 119,613 128,351 129,037 22,399 21,641 22,009
31 Income SeCurtty........ovvenvrninenn.n 112,668 128,200 58,684 61,558 65,246 59,457 10,778 10,683 10,409
32 Veterans benefits and services . .... 25,614 26,352 12,849 13,317 11,956 14,527 2,077 2,327 1,080
33 Administration of justice 5, 6,277 2,807 2,992 3,016 3,212 646 567 51t
34 QGeneral government ..... . 5,053 5,228 2,462 2,552 2,857 3,634 313 375 1,165
35 Gencral-pur?ose fiscal assistance. .. 6,7 6, 353 2,943 3,458 2,659 3,391 1,163 172 61
36 Netinterest’,........ocoovveviininenns 111,058 129,436 54,748 61,293 65,143 67,448 12,364 12,958 10,668
37 Undistributed offsetting receiptsS......... -31,957 -32,759 -16,270 -17,061 -14,436 -17,953 -2,557 —-2,583 —2,464
Old-age, disability, and hospital insurance, and railroad retirement accounts. 5. Net interest function includes interest received by trust funds,
2 Qld-age, disability, and hospital insurance. 6. Consists of rents and royalties on the outer continental shelf and U.S.
g 3. blll’edefr:l employee retirement contributions and civil service retirement and government contributions for employee retirement.
isability fund
4. Deposits of earnings by Federal Reserve Banks and other miscellaneous SOURCE. "Monthlx Treasury Statement of Receipts and Outlays of the U.S.
receipts. Government,’’ and the Budget of the U.S. Government, Fiscal Year 1987.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1983 1984 1985
Item
Dec. 31 Mar. 31 | June30 | Sept.30 | Dec. 31 Mar. 31 June 30 | Sept. 30 | Dec. 31
| Federal debt outstanding ........................ 1,418.3 1,468.3 1,517.2 1,876.7 1,667.4 1,715.1 1,779.0 1,827.8 1,950.3
2 Public debt securities . . . 1,410.7 1,463.7 1,512.7 1,572.3 1,663.0 1,710.7 1,774.6 1,823.1 1,945.9
3 Held by public. .. 1,174.4 1,223.9 1,255.1 ,309.2 1,373.4 1,415.2 1,460.5 +506. 1,597.1
4 Held by agencies. 236.3 239.8 257.6 263.1 289.6 295.5 314.2 316.5 348.9
S Agency Securities ...... ... iiiii 4.6 4.6 4.5 4.5 4.5 4.4 4.4 4.4 4.4
6 eld by public .. 3 3.5 34 34 34 33 33 33 3.3
7 Heldbyagencies.........covvevvnininvnvnnes 1.1 1.1 1.1 1.1 11 1.1 1.1 11 1.1
8 Debt subject to statutory limit.................... 1,411.4 1,464.8 1,513.4 1,573.0 1,663.7 1,711.4 1,775.3 1,823.8 1,932.4
9 Public debt securities .............c.co i 1,410.1 1,463.1 1,512.1 1,571.7 1,662.4 1,710.1 1,774.0 1,822.5 1,931.1
10 Otherdebt!. ..., 1.3 1.3 1.3 1.3 1. 1.3 13 1.3
11 MeMo: Statutory debt limit...................... 1,490.0 1,490.0 1,520.0 1,573.0 1,823.8 1,823.8 1,823.8 1,823.8 2,078.7

1. Includes guaranteed debt of government agencies, specified participation
c&rg'ﬂcat;z, rcllotes to international lending organizations, and District of Columbia
stadium bonds,

Nore. Data from Treasury Bulletin and Daily Treasury Statement (U.S.
Treasury Department).

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period

1985
Type and holder 1981 1982 1983 1984
Ql Q2 Q3 Q4
1 Total gross publicdebt.....................cocoiiiiiiiiiinn 1,028.7 1,197.1 1,410.7 1,663.0 1,710.7 1,774.6 1,823.1 1,945.9
By type |
2 Interest-bearing debt ............ociiii i 1,027.3 1,195.5 1,400.9 1,660.6 1,695.2 1,759.8 1,821.0 1,943.4
I Marketable ... ... 720.3 881.5 1,050.9 1,247.4 1,271.7 1,310.7 1,360.2 1,437.7
4 Bills...oi i e 245.0 318 343.8 374.4 379.5 381.9 384.2 399.9
5 NOES oov it e s 375.3 465.0 573.4 705.1 713.8 740.9 776.4 812.5
6 BONAS. . ... ottt e 99.9 104.6 133.7 167.9 178.4 187.9 199.5 211.1
7 Nonmarketable! ...............oiiiiiiiiiiiiiiiiiiiiiin 307.0 314.0 330.0 413.2 423.6 449.1 460.8 505.7
8  State and local government S€ries .........vvniriiiiiiienin 23.0 25.7 36.7 4.4 47.7 53.9 62,8 87.5
9  Foreignissues? . ........oivvuirvinrnenrnineririianinanins 19.0 14.7 104 9.1 9.1 8.3 6.6 7.5
10 GOVEIMMENt. . ..o vttt erissrirennns 14.9 13.0 104 9.1 9.1 8.3 6.6 75
11 Public.............. 4.1 1.7 0 0 .0 .0 .0 .0
12 Savings bonds and notes. . 68.1 68.0 70.7 73.1 74.1 75.4 77.0 78.1
13 Government account series’ . 196.7 2054 2319 286.2 29.2 3110 313.9 3322
14 Non-interest-bearingdebt............ccovviiviiiiiiniariviinn. 1.4 1.6 98 23 15.5 14.8 2.1 2.5
%' holdert
15 U.S. government agencies and trustfunds ..................... 203.3 2094 236.3 289.6 295.5 314.2 316.5 348.9
16 Pederal Reserve Banks.........cooovviiiiiiiiiiniiiiiiiinnn, 131.0 1393 131, 160. 161.0 169. 169.7 181.3
17 Private iNVESIOrS. .o .ovvviuiiervietreneieneirnenneiesioiaoens 694.5 848.4 1,022.6 1,212.5 1,254.1 1,292.0 1,338.2 1,431.3
18 Commercial banks............coovivviiniiinniiiiiiiins 111.4 131.4 188.8 183. 195. 196. 196.9 192.2
19 Money market funds ......oovvvvreiiiiiiiiiiiiiiiiiies 21.5 42.6 22.8 25.9 26.7 24.8 2.7 25.1
20  InSurance COMPAMIES. .........c.vviverrerionirniirseineies 29.0 39.1 $6.7 76.4 80.4 85.0 88.6 93.2
2] Other COMPANIES ..\ .v.vvvvinivnveneniinirneerorinenionies 17.9 24.5 39.7 30.1 50.8 50.7 54.9 62.0
22  State and local governments .............viiiiiniiieiiaaans 104.3 127.8 155.1 179.4 189.7 198.9 n.a. n.a.
Individuals
23 Savingsbonds..........coviiiiiiin i 68.1 68.3 71.5 74.5 75.4 76.7 78.2 79.8
24 Other securities ....... 4.7 48.2 61.9 69.3 69.7 72.0 73.2 74.9
25  Foreign and international® .. 136.6 149.5 166.3 192.9 186.4 200.7 209.8 214.6
26  Other miscellaneous investors! 163.0 2170 259.8 360.6 380.0 386.9 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-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. government agencies and trust funds.
4, Data for Federal Reserve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates.

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. government deposit accounts, and U.S. gover i d agenci

SoURCES. Data by type of security, U.S. Treasury Department, Monthly
gu;;er;um of the Public Debt of the United States; data by holder. Treasury

ulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions!
Par value; averages of daily figures, in millions of dollars
1986 1986 week ending Wednesday
Item 1983 1984 1985
Jan. Feb. Mar. | Feb. 19| Feb. 26| Mar. S | Mar. 12 | Mar, 19 | Mar. 26
Immediate delivery?
1 U.S. government securities............ 42,135 52,778| 75,331] 89,176 102,447] 103,928| 102,792] 103,477| 134,948 103,687 91,292{ 92,909
By matumy
2 Bills........ooiiiiiiiiiiiiieiiins 22,3931 26,035) 32,900 36,042 34,744} 36,264| 35,569 34,278| 42,941( 35,538] 35,539 32,613
3 Otber within t year................. 708 1,308 1,811 2,083 1,850 1,995 1,843 1,647 499 1,673 2,225 1,884
4 I-Syears..........cooviiiiiiiiiin 8,758 | 11,733| 18,3611 20,580| 25,662) 24,230 25,706{ 27,138] 30,153{ 22,688] 19,030 25615
S S=10 years......c.vinieniinieniinas 52791  7.6061 12,7031 17,327] 20,8831 23.604] 19,796 i 33,9761 23,958{ 19,563] 19,060
6 Over10years.........c.ocoeevnenns 4,997 6,099 ,556 13,1431 19,307 17,836] 19,879 \ 25,379 19,830] 14,936] 13,738
type of customer
7 UyS government securities
........................ 2,257 2,919 3,336 3,128 2,903 3,013 2,746 2,602 2,543 3,102f 2,565 2,166
8 U.S. government securities
brokers ..........coieiiiiiiane 21,045| 25,580 36,222} 46,057 51,385 52,450 48,991 51,348] 69,953| 52,991] 45,344] 46,715
9 Allothersd............cooveiiinints 18,833 24,2781 35,7731 139,991 48,159 48,465] 51,056] 49,528F 62,452| 47,5951 43,382] 44,028
10 Federal agency securities.............. 5,57 7.846| 11,640} 13,655 15,243 17,366 20,739 15,835 17,201 16,1931 19,534 17,228
11 Certificates of deposit................. 4,333 4,947 4,016 4,493 3,739] 4,478 3,733 ,251 4,799 \ 3,665 3,516
12 Bankers acceptances.................. 2,642 3,243 3,242 3,195 3,281 3,749 3,672 3,184 3,887 3.879 3,741 3,462
13 Commercial PAPET. ... ..ottty 8,036| 10,018] 12,717} 17,792 N 16,705} 18,350] 16,006f 17,173| 17,2311 17,314 15,029
Futures transactions*
14 Treasury bills........................ 6,655 6,947 5,561 4,497 5,423 3.607 3,815 6,540 5,703 4972f 2,881 2,249
1S Treasury coupons .................... 2,501 4,503 6,069| 8,136 9,140f 9,056 2660  9,586] 12,324] 11,109] 8,486 ,092
16 _ Federal agency securities.............. 265 262 240 41 2 7 2 1 3 11 1
Forward transactions’
17 U.S. government securities............ 1,493 1,364 1,283 1,318 2,592 1,743 1,639 1,374 1,405 1,684] 2,068 1,739
18  Federal agency securities.............. 1,646 2 843 3,857 6,122 6,655 7.172] 8,045 6,178 7.350 8,355] B8,043] 5,494
Transactions are market purchases and sales of securities as reported to the securities, nondealer departments of ial banks, foreign banking ag
Fedeml Reserve Bank of Newg{ork by the U.S. government securities dealers on and the Federal Reserve System.
its published list of primary de: 4. Futures contracts are standardized agreements arranged on an organized
Averages for transactions are bmd on the number of trading days in the period. exchange in which parties commit to purchase or sell securities for delivery at a
The figures exclude allotments of, and exchanges for, new U.S. government future

securities, redemptions of calied or matured securities, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
contracts.

2. Data for i diate t. do not include forward
3. Includes, among others, all other dealers and brokers in commodities and

S. Forward t arranged in the over-the-counter
market in which securities are purcl'med (sold) for delivery after 5 business days
from the date of the ¢ for :ecurmcs (Treasury bills, notes,
and bonds) or after 30 days for monme-backed agency issues.




A32

Domestic Financial Statistics O June 1986

1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing!

Averages of daily figures, in millions of dollars

1986 1986 week ending Wednesday
Item 1983 1984 1985
Jan. Feb. Mar. Feb. 26 | Mar. 5 | Mar. 12 | Mar. 19 | Mar. 26
Positions
Net immediate?
1 U.S, government securities.......... 14,082 5,429 7,391 8,657 11,716 10,804 12,677 14,637 11,301 7,468 10,897
2 s ..o 10,800 5,500 10,075 14,023 16,085 12,127 15,303 15,192 11,907 11,440 12,473
3 Other within 1 year £ 63 1,050 K 2,801 2,955 3,250 3,070 2,811 2,989 2,907
4 1-5 years 1,912 2,159 5,154 9,779 8,793 9,598 8,247 8,252 9,426 7,639 10,776
5 5-10 years..... -8 -1,119 -6,202| -12,337( -11,172] -10,339 -9,246 -7.620 -9,342| -11,239} -11,965
6 Over 10 years 528 -1,174| -2,686| —4,448| -4,793| -3,536| -4,878| -4,257| -3,501( -3,361f -3,295
7  Federal agency securities 7,313 15,294 22,860 34,498 33,044 37,210 33,284 35,785 36,442 38,375 37,821
8 Certificates of deposit........... . 5,838 7,369 9,192 10,868 9,436 10,605 9,827 10, 10,266 10,737 10,689
9 Bankers acceptances................ 3,332 3,874 4,586 4,673 5,608 5,773 5,935 5,517 5,178 5,707 6,306
10 _ Commercial paper.................. 3,159 3,788 5,570 5,919 6,832 8,678 1,217 8,456 7,932 8,679 9,055
Futures positions
11 Treasurybills...................... —4,125 —4,525 -7,322] -14,663( -—18,504] —27,524| -20,266] -25,948| -28,321| -27,179| —27,664
12 Treasury coupons ..............oeve -1,033 1,794 4,465 3,966 5,003 5279 5,406 5,553 5,200 5,198 5,300
13 Federal agency securities. ........... 1 233 -722 -612 =313 -233 -313 -320 ~334 -301 —87
Forward positions
14 U.S. government securities.......... -1,936 -1,643 -911 -1,978 ~928| ~2,981 -261 ~1,351 -3,106 —4,144 -2,762
15  Federal agency securities............ -3,561| -9,205| -9.420| -12,167 -10,039| —12,151| ~-9,499| -10,109| —11,862| -13,693| —12,211
Financing?
Reverse repurchase agreements4
16  Overnight and continuing. ........... 29,099 44,078 68,035 87,103 86,481 91,649 85,138 96,267 94,404 96,504 85,265
17 Termagreements................... 52,493 68,357 80,509 100,238{ 101,330 104,905| 102,277| 103,968 | 105,433] 106,946 105,460
Repurchase agreements’
18 (gvemight and continuing. ........... 57,946 75,717| 101,410F 131,0691 131,711} 138,072 131,372 137,799 137,992 137,548 139,413
19  Termagreements................... 44,410 57,047 77,748 84,681 86,748 94,667 88,378 91,034 95,636 96,389 95,024

. P

1. Data for dealer positions and of fi are d from reports
submitted to the Federal Reserve Bank of New York by the U.S. government
securities dealers on its published list of primary dealers.

Data for positions are averages 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, includingu;my 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. [ positi Tud
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. government and federal agency
securities, negotiable CDs, bankers acceptances, and commercial paper.

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. hldfm 'l:gth repurchase agreements undertaken to finance positions and

bl

agl
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1985 1986
Agency 1982 1983 1984
Sept. Oct. Nov Dec. Jan. Feb.
1 Federal and federally sponsored agencies . . . R 237,787 | 240,068 | 271,220 | 288,657 | 292,584 | 293,930 | 293,905 | 290,546 | 290,810
2 Federal agencies ................ccoiuiiiniiiiiiiiienninn,s 33,055 33,940 35,145 35,903 35,990 36,121 36,390 36,400 36,376
3 Defenset! .......... ce 354 243 142 82 7% 75 71 66 63
4  Export-Import Bank?3....... 14,218 14,853 15,882 15,419 15,417 15,417 15,678 15,677 15,677
5  Federal Housmg Administration 288 194 133 17 116 115 115 113 109
6 Government N ortgage A iati
pamcxpmon certificates’ . . ..., 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165
7 Postal ServiceS ............. 1,471 404 1,337 1,940 1,940 1,940 1,940 1, 1,940
8 Tennessee Valley Authority .. 14,365 14,970 15,435 16,106 16,199 16,335 16,347 16,365 16,348
9 United States Railway Association® 194 11 51 74 74 7 74 7 74
10 Federally sponsored agencies”................coovvvnnin, 204,732 | 206,128 | 236,075 | 252,754 | 256,594 | 257,809 | 257,515 | 254,146 | 254,434
11 Federal Igome LoanBanks.................. 55,967 48,930 ,085 72,384 73,260 840 74,447 73,201 73,201
12 Federal Home Loan Mortgage Corporation. . .. 4,524 6,793 10,270 12,720 13,239 11,016 11,926 044 13,695
13 Federal National Mortgage Association® ...... 70,052 74,594 83,720 91,693 92,578 94,576 ,896 92,658 93,179
14 FarmCreditBanks...................c...... e | 72,816 71,193 68,287 69,274 69,933 68,851 66,600 64,955
15 Student Loan Marketing Association ..................... 2,293 402 5,745 7,670 8,243 8,444 8,395 8,643 9,
Memo
16 Federal Financing Bank debt®. ......................couuuns 126,424 | 135,791 | 145,217 | 153,513 | 153,565 | 154,226 | 153,373 | 153,709 | 153,418
Lending to federal and federally sponsored
agencies
17 Export-Import Bank?...................ociiiiiii 14,177 14,789 15,852 15,409 15,409 15,409 15,670 15,670 15,670
18 Postal ServiceS ................. 1,221 1,154 1,087 1,690 1,690 1,690 K 1,690 1,6
19 Student Loan Marketing Association . 5,000 5,000 5,000 5,000 5,000 X 5,000 5,000 5,000
20 Tennessee Valley Authority......... 12,640 13,245 13,710 14,381 14,474 14,610 14,622 14,690 14,673
21 United States Railway Association6 194 it 51 74 74 74 74 74 74
Other Lending'®
22 Farmers Home Administration..............coovovveniiinii. 53,261 55,266 58,971 64,169 63,969 64,189 64,234 64,354 63,774
23 Rural Electrification Administration . v 17,157 19,766 20,693 21,676 21,792 21,826 20,654 20,678 20,739
24 OthEr. .o it e 22,774 26,460 29,853 31,114 31,157 31,428 31,429 31,553 31,798
Consists of mortgages assumed by the Defensc Department between 1957 7. Includ ding ingent liabilities: Notes, bonds, and deben-
and 1963 under family h and h tures. Some data are estimated.
2. Includes participation certificates recl \ﬁedasdebl begmmngOct 1, 1976. 8. Before late 1981, the Associati btained fi through the Federal
3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter. Financing Bank.
4. Consists of debentures issued in payment of Federal Housing Administration 9. The FFB, which began operations in 1974, is authorized to purchase or sell

insurance claims. Once issued, these securities may be sold privately on the
securities market.

S. Certificates of participation issued before fiscal 1969 by the Govcmmem
National Mortgage Association acting as trustee for the Farmers Home A

obligations lssued sold, or guaranteed b other federal agencics. Since FFB
incurs debt solely for the purpose of lending to other agencies, its debt is not
mcluded in lhe main portion of the table in order to avoid double counting.

X FB purchases of agency assets and nteed loans; the latter

tration; Dcpanment of Health Educauon, and Welfm‘e Department of Housms
and Urba P Small istration; and the Veterans
Adnumstnmon

6. Off-budget.

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 State and Local Governments

Millions of dollars

T f issue or issuer 1985 1986
of ,
[lahaletody 1983 | 1984 | 1985
July Aug. Sept. Oct. Nov. Dec. Jan. Feb.
1 All issues, new and refunding'. ................... 86,421 | 106,641 | 214,189 | 12,268 | 15,239 | 13,345 | 20,780 | 32,144 | 57,430 1,572 3,258
gepe of issue
2 General obligation. 26,485 | 52,622 5,257 3,160 | 3,953 5,852 6,695 8,754 751 1,021
3 U.S. governmen . 96 16 14 0 0 0 0 0 0 0
4 Revenue ........... . . 80,156 | 161,567 7,011 ] 12,079 9,392 14928 | 25,449 48,676 821 2,234
§  U.S. government loans?. . e 253 17 27 6 2 0 6 7 0 0
Type of Issuer
6 State ... et 7,140 { 9,129 | 13,004 786 800 1,501 1,337 1,648 2,146 296 255
7 Special district and statutory authority,........... 51,297 | 63,550 | 134,363 6,893 94841 7,580 | 12,374 21,563 39,147 762 1,715
8 Municipalities, counties, townships, school districts | 27,984 | 33,962 | 66,822 | 4,589 4,955 4,264 | 6,371] 21,563 16,137 697 1,285
9 Issues for new capital, total ...................... 72,441 | 94,080 | 156,050 | 7,660 | 10,709 9,878 | 13,984 | 21,362 | 46,788 1,350 1,887
Use of proceeds
10 BAucation . ......ccvvviiiiiiniiii e, 8,099 7,553 | 16,658 797 1,194 1,317 1,518 1,954 3,901 370 422
11 Teansportation . . .......ovvvvnienniieneeiniens, 4,387 7,552 | 12,070 651 252 471 1,264 3,734 3,480 246 347
12 Utilities and conservation . ............ocovuvunn, 13,588 | 17,844 | 26,852 720 1,987 1,358 2,924 3,266 7,070 31s 212
13 Social welfare ...........cciiiiiiiiiiiei, 26,910 | 29,928 | 63,181 3,155 4,283 3,989 4,305 8,672 | 22,589 6 110
14 Industrial aid ............cocviiiiiiiin i, 7.821 | 15,415 892 553 1,524 738 1,507 ,029 ,583 0 190
15 Other PUrPOSES . ....ovivievvniieniireneennenn, 11,637 | 15,758 | 24,398 1,784 1,469 2,009 | 2,466 1,707 6,165 413 606
1. Par amounts of long-term issues based on date of sale. SOURCE. Public Securities Association.
2. Consists of tax-exempt issues guaranteed by the Farmers Home Administra-
tion.
1.46 NEW SECURITY ISSUES Corporations
Millions of dollars
Type of issue or issuer, 1985 1986
or use ! 1983 1984 1985
July Aug, Sept. Oct. Nov, Dec. Jan. Feb. »
1 Allissues! .............c0iiiinns 120,149 | 132,531 | 201,751 12,042 14,861 11,304 11,598 13,568 19,429 17,479 23,869
2Bomds2 . iuiiiiiiiiiieiiiieiisainane 68,570 | 109,903 | 166,236 8,838 11,465 8,833 9,271 10,913 14,440 14,079 19,509
Type of offering
3 Puglic .............................. 47,444 73,579 | 120,039 8,83 11,465 8,83 9,271 10,913 14,440 14,079 19,509
4 Private placement ..............000n 21,126 | 36,326 | 46,195 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a
Industry group
5 Manufacturing ........c..oovneiinones 16,851 24,607 52,278 2,688 2,382 2,079 1,953 4,072 2,704 4,694 3,950
6 Commercial and miscellaneous. ....... 7,540 13,726 15,215 1,642 186 735 624 1,216
7 Transportation .............. .. 3,833 4,694 5,743 76 459 177 348 125 187 633 373
8 Public utility. ... . 9,125 10,679 12,957 434 857 1,042 3 1,114 1,090 820 2,540
9 Communication .. ... 3,642 2,997 10,456 110 1,295 367 690 2,318 1,200
10 Real estate and financ 27,577 53,199 | 69,587 3,885 5,581 4,982 4,519 4,569 7,407 7,308 10,230
11 Stocks®. . ...ovviiiii e 51,879 | 22,628 | 35,515 327 3,396 24N 2,324 2,658 4,989 3,400 4,360
Type
12 Preferred . .....oovviiinceniniennns 7,213 4,118 6,505 631 754 653 782 908 9
PBCommon........oooevviirviininians 44,366 18,510 29,010 2,576 2,642 1,818 1,918 1,873 4,081 2,830 3,385
Industry group
14 Manufacturing .........coovevvinennee 14,135 4,054 5,700 605 820 279 746 1,045 827 1,264
15 C cial and miscellaneous........ 13,112 6,277 9,149 568 1,293 507 403 596 1,220 683 434
16 Transportation ...................... 2,79 589 1,544 ] 107 113 21 200 78 302
17 Public utility. ... 5,001 1,624 , 87 3 47 408 12 201 176 153
18 Communication . 1,822 419 978 9 18 7 41 5 146 231 282
19 Real estate and financial ............. 14,780 9,665 16,178 1,848 1,650 983 1,080 1,275 2,117 1,405 1,925

1. Figures, which reﬁresen_t gross proceeds of issues maturing in more than one
year, sold for cash in the United States, are principal amount or number of units
multiplied by offering price. Excludes offerings of less than $100,000, secondary
offerings, undefined or exempted issues as defined in the Securities Act of 1933,
employee stock plans, investment companies other than closed-end, intracorpo-
rate transactions, and sales to foreigners.

2. Monthly data include only public offerings.

3. Beginning in August 1981, gross stock offerings include new equity volume

from swaps of debt for equity.

SOURCE. Securities and Exchange Commission and the Board of Governors of

the Federal Reserve System.
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1.47 OPEN—-END INVESTMENT COMPANIES Net Sales and Asset Position

Millions of dollars

1985 1986
Item 1984 1985
July Aug. Sept. Oct. Nov. Dec. Jan. Feb.
INVESTMENT COMPANIES!
1 Salesofownshares? ...................ieenn 107,480 | 222,673 20,284 18,049 16,936 22,099 20,585 23,560 32,466 27,433
2 Redemptions of own shares? 77,032 | 132,440 11,502 10,837 9,963 10,653 11,138 18,337 15,836 11,849
3 Net sa]p ...................................... X 90,233 8,782 7.212 6,973 11,446 9,447 5223 16,630 15,584
4 ASSEISY ... ... 137,126 | 251,695| 195,707 201,608 203,210| 218,720| 237,410 | 251,536| 265,487 289,552
5 Cash position’.. 12,181 20,607 16,943 17,959 18,700 21,987 21,894 20,590 22,425 23,732
6 {17 S 124,945 | 231,088 178,764 183,649 184,510] 196,733 215,516 | 230,946| 243,062| 265,820

1. Excludmg money market funds.
2. rein of i div

3

de  Exelud

ment of capital gains distributions and share issue of conversions from one f\md to
another j in lhe same group.
share ption g from conversions from one fund to

another in the same gr oudp
4, Market value at end of period, less 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.

NoTg. [ t C y Insti data based on reports of members  which
comprise substantially all 1 open —end in with the
Securities and Exchange Commission. Data reflect newly formecr companics after
their initial offering of securities.

1984 1985
Account 1983 1984 1985
Q1 Q Q3 Q4 Qt Q Qs Q4

1 Corporate profits with inventory valuation and

capital consumption adjustment.............. 2138 273.3 295.5 268.0 2778 271.2 276.2 281.7 288.1 309.1 303.1
2  Profitsbefore taX.. ..o 205.0 237.6 225.3 2474 247.4 2217 228.0 220.0 218.7 228.6 2338
3 Profits tax liability.................. 75.2 93.6 85.0 9.1 100.6 874 87.4 83.4 82.3 87.4 87.1
4 Profits aftertax .............ccoeiiiininnn 129.8 144.0 140.2 148.3 146.7 140, 140.6 136.6 136.4 141.1 146.7
5 Dividends ......c.oooviiiiiiiiiii 70.8 78.1 83.5 753 77.5 78.9 80.7 82.0 83.1 83.9 85.0
6 Undistributed profits. . ...................... 59.0 65.9 56.7 731 69.2 61.3 60.0 54.6 533 57.3 61.7
7 Inventory VAIGRUOR ..............covvivinivenans -9.9 -5.4 -6 1 -13.0 -5.6 -13 -1.6 7 2.2 4.7 ~10.1
8 Capital consumption adjustment ................. 18.8 41.0 70.9 335 36.0 4.8 49.8 61.1 67.2 5.9 79.4

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

1984 1985
Account 1979 1980 1981 1982 1983
Q Q4 Q1 Q2 Q3
1 Current @ssets. ............coooviiiinnniinninnes 1,214.8 | 1,328.3 1,419.6] 1,437.1 1,575.9 1,685.9¢F 1,703.0 1,715.9 1,725.2 1,750.5
2Cash. .. v e e 118.0 127.0 135.6 147.8 171.8 161.3 173.6 167.9 170.6 178.6
3 U.S. government securities. ..................... 16.7 18.7 17.7 23.0 31.0 33.0 36.2 34.7 34.1 311
4 Notes and accounts receivable................... 459.0 507.5 532.5 517.4 583.0 639.1 633.1 647.4 648.5 653.2
S INVENIOTIES .. ..o v et e 505.1 543.0 584.0 579.0 603.4 659.3 656.9 664.7 663.7 670.1
[ 30 T N 116.0 1321 149.7 169.8 186.7 193.2 203.2 201.1 208.3 2174
7 Current liabilities. . ................ e, 807.3 890.6 971.3 986.0{ 1,059.6) 11,1550 1,063.6/ 1,170.5] 1,176.0] 1,203.8
8 Notes and accounts payable..................... 460.8 514.4 547.1 550.7 595.7 642.2 647.8 635.3 647.3 664.2
GOther.....ovvi it i e 346.5 376.2 424.1 435.3 463.9 512.9 515.8 536.2 528.7 539.5
10 Net working capital . ..........................0 407.5 437.8 448.3 451.1 516.3 530.8 539.8 544.4 549.3 546.7
11 Memo; Current ratiol. . .......ovvvivniennerennss 1.505 1.492 1.462 1.458 1.487 1.460 1.464 1.465 1.467 1.454
1. Ratio of total current assets to total current liabilities. Statistics, Board of Governors of the Federal Reserve System, Washington, D.C.
Note. For a description of this series, see 'Worklng Capital of Nonfinancial 20551.
Corporations” in the July 1978 BULLB‘I‘IN, pp. 533-37 Source. Federal Trade Commission and Bureap of the Census.

data in this table reflect the most current benchmarks, Complete data are
available upon request from the Flow of Funds Section, Division of Research and

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1984 1985 1986
Industry 1984 1985 1986!
Q3 Q4 Qi Q2 Q3 Q4 Qi Q!
1 Total nonfarm business................ 354.44 386.41 395.13 361.48 368.29 37116 387.83 388.90 397.74 390.66 400.68
Manufacturing
2 Durable %oods industries .............. 66.24 73.14 70.99 68.26 71.43 69.87 73.96 72.85 75.87 71.11 7271
3 Nondurable goods industries........... 72.58 80.01 80.86 74.18 75.53 75.78 80.36 81.19 82.70 79.17 81.04
Nonmanufacturing
4 Mining.........ooiiiiiiiiiiiia 16.86 15.88 13.89 16.82 17.00 15.66 16.51 15.94 15.40 14.11 14.30
Transportation
5 Railroad..................0 il 6.79 7.06 6.90 7.31 6.44 6.02 7.48 8.13 6.61 6.35 7.41
6 Air......oiiiiiiiiiiiiii 3.56 4.78 6.14 3.72 3.65 4.20 1.66 5.20 6.06 6.70 5.67
7 Other.....ccoovviviieiinininniann. 6.17 6.13 5.98 6.47 6.18 6.01 6.37 5.77 6.39 5.84 5.86
Public unlmes
8 Electric.........oovvviiiiiiiia,, 37.03 36.12 35.45 36.63 35.40 36.65 36.04 35.34 36.45 35.53 34.81
9 Gasandother................... e 10.44 12.62 13.05 11.28 11.52 11.81 12.43 12.80 13.44 13.10 13.99
10 Commercial and other2............. e 134.75 150.67 161.88 136.80 141.13 145.16 151.02 151.69 154.81 158.74 164.88
ATrade and services are no longer being reported separately. They are included 2. “Other” ists 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).



Securities Markets and Corporate Finance A37

1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities

Billions of dollars, end of period

1984 1985
Account 1981 1982 1983
Q2 QA Q4 Q1 Q2 Q3 Q4
ASSETS
Accounts receivable, gross
T CONSUMEr.......ovv it iiiaiiineaenns 724 78.1 87.4 90.5 95.6 96.7 99.1 106.0 116.4 120.8
2 BUSIMESS ... s 100.3 101.4 i13.4 1244 124.5 135.2 142.1 144.6 141.4 152.8
JRealestate .......covvvvnniniiiiiiiiiia 17.9 20.2 2.5 23.0 252 26.3 27.2 28.4 29.0 30.4
4 Total ... e 190.5 199.7 223.4 238.0 2453 258.3 268.5 279.0 286.5 304.0
Less:
5 Reserves for unearned income . .................. 30.0 31.9 33.0 339 36.0 36.5 36.6 38.6 41.0 40.9
6 Reserves for losses.........coovvviiiiiinnennns 3.2 3.5 4.0 4.4 4.3 44 4.9 4.8 4.9 5.0
7 Accounts receivable, net..................0..... 157.3 164.3 186.4 199.6 205.0 217.3 227.0 235.6 240.6 258.1
B Allother.......cooiiiiii i 27.1 30.7 34.0 35.8 36.4 354 359 39.5 46.3 46.8
O Total @ssets . .............oviiiniiinieiiniarnninn 184.4 195.06 2204 2354 241.3 252.7 262.9 275.2 286.9 304.9
LIABILITIES
10 Bank 10808 .. ...oovvvnveiie i 16.1 18.3 18.7 18.3 19.7 21.3 19.8 18.5 18.2 21.0
11 gmmercial PADCL .« v, 57.2 511 59.7 68.5 66.8 72.5 79.1 82.6 93.6 96.9
12 Othershortterm...................coevenn.o. 11.3 12.7 13.9 15.5 16.1 16.2 16.8 16.6 16.6 17.2
13 Longterm......... 56.0 64.4 68.1 69.7 73.8 77.2 78.3 85.7 86.4 93.0
14 All other liabilities 18.5 21.2 30.1 32.1 2.6 33.1 354 36.9 36.6 39.6
15 Capital, surplus, and undivided profits............ 25.3 274 29.8 3t.4 323 323 33.5 34.8 35.7 37.1
16 Total liabilities and capitat .. ..................... 184.4 195.0 220.4 2354 2413 2527 262.9 275.2 286.9 304.9
Note. Components may not add to totals due to rounding.
These data also appear in the Board's G.20 (422) release. For address, see
inside front cover.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
receivable
Accounts
receivabie
Type outstanding | 198§ 1986 1985 1986 1985 1986
Feb. 28,
1986!
Dec. Jan. Feb. Dec. Jan. Feb. Dec. Jan. Feb.
I 7 186,337 2,129 2,704 1,303 | 29,677 | 28,862 | 28,644 27,548 | 26,158 27,341
Retail financing of installment sales
2 A ive ial vehicles) ....................... 14,721 =76 242 360 821 1,128 1,256 896 886 896
3 Business, industrial, and farm equipment ................. 20,257 527 -5 -237 1,365 686 692 838 691 929
Wholesale financing
4 AULOMOMIVE ... ..ottt i 24,586 2,277 285 1,029 { 11,813 | 10,681 10,7321 9,536 10,396 9,703
5 uipment . .. 4,431 -265 153 -15 536 689 540 801 536 555
6 LeM' other 7,421 156 305 38 1,799 1,779 1,563 1,643 1,474} 1,525
asin,
7 Au!o‘inotive ........................................... 15,821 —-109 272 178 719 949 787 828 677 609
8 EqQUIPMENt ... ... ..iitiiiii i i 40,267 -15 700 46 | 1,696 1,932 1,573 1,711 1,232 1,527
9 Loans on commercial accounts receivable and factored com-
mercial accounts receivable .. ... 16,665 -348 668 -28 | 9,502 9,560 | 10,094| 9,850 8,892 10,122
10 All other business credit .............coviiviiiniiiiiiant, 12,168 ~18 84 —68 1,427 1,458 A071 1,445 1,374} 1,475

1. Not seasonally adjusted.

Note. These data also appear in the Board's (.20 (422) release. For address,

see inside front

cover.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted.

1985 1986
Item 1983 1984 1985
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
Terms and yields in primary and secondary markets
PRIMARY MARKETS
(T:onvellltlonul mortgages on new homes
erms
1 Purchase price (thousands of dollars)............. 92.8 96.8 104.1 104.6 104.1 107.5 LS 108.4 15,1 108.2
2 Amount of loan (thousands of dollars) ..........., 69.5 73.7 77.4 76.7 77.1 78.8 80.3 77.6 84.3 81.0
3 Loan/price ratio (percent) .............c.ciieinns 771 78.7 77.1 76.0 76.0 75.5 75.0 74.4 75.6/ 76.1
4 Maturity (YEArs). ... ..ovevvervrononenroecronnnin 26.7 27.8 26.9 26.7 26.7 26.4 26.7 25.4 26,8 26.8
S Fees and charges (percent of loan amount)? ....... 2.40 2.64 2.53 2.62 2.49 2.57 2.59 2.55 2.647 2.74
6 Contract rate (percent per annum). ............... 12.20 11.87 11.12 10.69 10.64 10.55 10.47 10.40 10.21 10.01
Yield (percent ger annum)
7 FHLBB series® .......cooviiiiiiiniiniinininnens 12.66 12.37 11.58 11.17 11.09 11.01 10.94 10.89 10.68¢ 10.48
8 HUD seriest. .....ooviviiiiiiiiiiiie ey 13.43 13.80 12.28 2 11.86 11.56 11.03 10.82 10.49 10.60
SECONDARY MARKETS
Yield (percent per annum)
9 FHA mortgages (HUD series)................... 13.11 13.81 12.24 12.04 11.87 11.28 10.70 10.78 10.59 n.a
10 GNMA securitiesS. ..............ciiiviiiiinnn 12.25 13.13 11.61 11.29 11.16 10.81 10.39 10.25 9.79 9.44
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
1) N 74,847 83,339 94,574 96,769 97,228 97,807 98,282 98,671 98,820 98,795
12 FHA/VA-dnsured...........cooviiinivinennens 37,393| 35,148 34,244 34,084 33,885 33,828 33,684 33,583 33,466 33,368
13 Conventional ..........oooviuiiiiirariiiniins 37454 48,191 60,331 62,685 63,343 63,979 64,598 65,088 65,354 65,427
Morigage transactions (during period)
14 Purchases ........ovvveiieiniinnnrnnnennnonnens 17,554 16,721 21,510 1,739 1,767 1,624 1,663 1,188 1,159 1,410
15 SaleS .. vovnit i e 3,528 978 1,301 101 200 100 319 0 n.a. n.a.
Mortgage commitments’
16 Contracted (during period) ...........cooviivnenn 18,607 21,007 20,155 1,638 1,733 1,199 1,858 1,315 2,578 1,917
17 Outstanding (end of period) ...........c.ovvunii 5,461 6,384 K 3,974 3,840 3,330 3,402 3,211 4,480 4,851
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®
5,996 9,283 12,399 13,088 13,028 13,194 14,022 14,412 n.a. n.a.
974 910 841 829 823 816 825 800 n.a. n.a.
5,022 8,373 11,558 12,259 12,202 12,378 13,197 13,612 n.a. n.a.
Mortgage transactions (during period)
21 Purchases .......coovrvviieienerniranonanoninis 23,089 21,886 44,012 4,219 3,215 3,680 6,096 3,709 n.a. n.a.
22 Sales ... e e s 19,686 18,506 38,905 4,501 3,076 3,449 5,202 3,106 n.a. n.a.
Mortgage commitments®
23 Contracted (during period) .................c0os 32,852 32,603 48,989 2,919 3,995 4,854 5,651 5,305 n.a. n.a.
24 Outstanding (end of period) .................0.0n 16,964 13,318 16,613 n.a. n.a. n.a. 16,613 n.a. n.a. n.a.

1. Weighted averages based on sample surveys of mortgages originated bx
major institutional lender groups; comBEcd by the Feder: ome Loan Ban|
Board in cooperation with the Federal Deposit Insurance Corporation,

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.

_ 6. Average net yields to investors on Government National Mortgage Associa-
tion guaranteed, mortgage-backed, fully modified ﬂass-through securities, assum-
ing prepayment in 12 years on pools of 30-year FHA/VA mortgages carrying the
Wevmlmg ceiling rate. Monthly figures are averages of Friday figures from the

‘all 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.

g. !nc!uu}es participation as well as whole loans.

5. Average gross yields on 30-year, minimum-downpayment, Federal Hi g
Administration-insured first mortgages for immediate delivery in the private
secondary market. Any gaps in data are due to periods of adjustment to changes in
maximum permissible contract rates.

. | and governm derwritten loans. FHLMC's mort-
gage commitments and mortgage transactions include activity under mortgage/
securities 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

1984 1985
Type of hoider, and type of property 1983 1984 1985
Q4 Qi Q2 Q3 Q4
1 1,811,540 | 2,022,769] 2,280,370 ¥ 2,069,664| 12,127,281 2,187,756 2,250,370
2 1,189,811 1,319,413 1,469,075 | 1,319,413 | 1,347,567| 1,385,620| 1,426,569 1,469,075
3 158,718 178,795 203,556 178,795 184,591 189,818 ¥ 203,556
4 350,389 412,924 471,037 412,924 425,941 441,212 457,064 471,037
5 112,622 111,637 106,702 111,637 111,565 110,731 108,755 106,702
6 1,130,781 | 1,267,488 | 1,386,865 | 1,267,488 | 1,289,271 1,321,054 1,353,888 1,386,865
7 330,521 374,780 423,003 374,780 383,598 356,141 410,653 423,003
8 182,514 196,540 214,340 196,540 198,849 203,654 209,724 214,340
9 18,410 20,216 22,906 20,216 20,609 21,544 22,239 22,906
10 120,210 147,845 174,336 147,845 153,827 160,315 167,603 174,336
1 9,387 10,179 11,421 10 179 10,313 10,628 11,087 11,421
12 131,940 154,441 177,774 154,441 161,032 165,705 174,427 177,774
13 3,649 107,302 122,323 107,302 111,592 114,375 119,952 122,323
14 17,247 19,817 23,360 19,817 20,668 21,357 22,604 23,360
15 21,016 7,291 ,009 7,291 28,741 ,942 31,757 32,009
16 28 3 82 3 31 3t 114 82
17 494,789 555,277 587,799 555,277 559,263 569,291 575,864 587,799
18 87,924 421,489 432,564 421,489 421,024 425,021 426,432 432,564
19 44,333 55,750 67,006 55,750 57,660 60,231 62,499 67,006
20 62,403 77,605 87,617 605 80,070 83,447 86,255 87,617
21 129 433 612 433 508 592 678 612
22 150,999 156,699 167,887 156,699 158,162 161,485 163,929 167,887
23 15,319 14,120 13,499 14,120 3,840 13,562 13,382 13,499
24 19,107 18,938 19,453 8,938 18,964 18,983 18,972 19,453
25 103,831 111,175 122,925 111,175 113,187 116,812 119,543 122,925
26 12,742 X 12,010 X 12,17 12,128 12,032 12,010
27 Finance companies? . .............coiirinnieneininiiiins 22,532 26,291 30,402 26,291 27,216 28,432 29,015 30,402
28 Federal and relmed agenc:es .......... 148,328 158,993 166,183 158,993 163,531 165,912 166,248 166,183
29 Government National Mortgage A 395 ,301 1,473 ,301 1,964 1,825 1,640 1,473
30 1- to 4-family 630 585 539 585 576 564 552 539
31 Multifamily. . 2,765 1,716 934 1,716 1,388 1,261 1,088 934
32 Farmers Home Administration, 2,141 1,276 733 1,276 1,062 79 577 733
33 1- to 4-family 1,159 213 183 213 156 223 185 183
K Multifamily 173 119 13 119 82 136 139 113
35 Commercial . 409 497 159 497 421 163 72 159
36 5 400 47 278 447 403 268 181 278
37 Federal Housing and Veterans 4,894 4,816 4,903 4,816 4,878 4,888 4,918 4,903
Administration. . ...........oiiiiiieiiie e 1,893 2,048 2,246 2,048 2,181 ,199 2,251 2,246
38 I- to 4-family 3,001 2,768 2,657 2,768 2,697 | 2,667 2,657
39 Multifamily ..
78,256 87,940 98,282 87,940 91,978 94,777 96,769 98,282
40  Federal National Mortgage Association 73,045 82,175 91,966 82,178 86,129 88,788 5 91,966
41 I- to 4-family 5,211 5,765 6,316 ,765 5, 5,989 6,179 6,316
42 Multifamily. .
52,010 52,261 47,548 52,261 52,104 51,056 49,255 47,548
43  Federal Land Banks 3,081 3,074 2,798 074 3,064 , 2,895 2,798
:; :?- to 4-family 48,929 49,187 44,750 49,187 49,040 48,050 ) 44,750
arm ......
7,632 10,399 13,244 10,399 11,548 12,576 13,089 13,244
46 Federal Home Loan Mortgage Corporation 7,559 9,654 11,208 9,654 10,642 11,288 11,457 11,208
47 Ltodfamily ..............ooovil 73 745 2,036 745 1,288 1,632 2,036
48 Multifamily. .
285,073 332,057 413,913 332,057 347,793 365,748 388,948 413,913
49 Mortgage pools or trusts? . 159,850 179,981 212,145 179,981 185,954 192,925 201,026 212,145
50 Governmem National Mo 155,950 175,589 s 178,589 181,419 188,228 196,198 207,198
51 - to 4-family B 4,392 4, 392 535 4,697 4,828 947
52 Muluﬁamxly
57,895 70,822 99,088 70,822 76,759 83,327 91,915 99,088
53 Federal Home Loan Mortgage Corporation 57,273 70,253 98,182 70,253 75,781 2,369 A 98,182
54 1- to 4-family 622 569 569 97 958 918 906
55 Multifamily . .
25,121 36,215 54,987 36,215 39,370 42,755 48,769 54,987
56  Federal National Mortgage Association 25,121 35,965 54,036 5,965 172 41,985 47,857 54,036
57 -todfamily.................... n.a. 250 951 250 598 770 912 951
58 Multifamily .
42,207 45,039 47,693 45,039 45,710 46,741 47,238 47,693
59 Fsrmers Home Administration. ,404 21,813 22,186 21,813 21,928 21,962 22,090 22,186
60 to 4-fnm1]y 5,090 ,841 6,675 ,841 6,041 6,377 6,415 6,675
61 Mulufmmly 7,351 7,559 8,189 7,559 7,681 8,014 8,192 8,189
6§ gommercml 9,362 9,826 10,643 9,826 10,060 10,388 10,541 10,643
6. arm ...
247,158 264,231 283,409 264,231 E 274,667 278,672 283,409
64 Individual and others® . ..........c..coveriennrircniennin.s 141,758 152,302 165,405 152,302 154,398 159,964 162,992 165,405
65 l-todfamily ......o.ovieiiiiniii i, 38,786 41,909 45,296 909 43,619 43,538 44,276 45,296
66 Multifamily............o0oiiiiiiiiiiiii e 35,169 40,952 45,802 40,952 42,014 42,519 43,642 45,802
67 Commercial .........oovvierenriieariairieiiee, 31,645 X 26,906 ,068 29,038 8,646 27,762 )
68 Farm............... i
{. Includes loans held by deposit trust panies but not bank trust 4. Other holders include mortgage real estate investment trusts,
departments. state and local credit agencies, state and local retir funds, d

Assumed to be enurelx 1- to 4-family loans.

. O
or gumuteed by t.he agency indicated.

of mortgage pools backing securities insured

pension funds, credit unions, and other U.S. agencies.
Note. Based on data from various institutional and

some quarters estimated in part by the Federal Reserve Multifamily debt refers o

loans on structures of five or more units.

governmental sources, with
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1.55 CONSUMER INSTALLMENT CREDIT!* Total Outstanding, and Net Change, seasonally adjusted

Millions of dollars

1985 1986
Holder, and type of credit 1984 1985
June July Aug. Sept. Oct. Nov. Dec Jan. Feb.
Amounts outstanding (end of period)
0 453,880 | 535,098 | 493,253 | 500,039 | 506,090 | 516,420 | 522,978 | 528,621 | 535,098 542,753] 547,727
By mgjor holder
2 Commercial banks................... 209,158 | 240,796 | 226,825 | 229,088 | 230,644 | 233,545 | 235,364 | 238,620 240,796 243,256] 244,820
3 Finance companies? ................. 96,126 120,095 | 106,106 107,498 109,457 | 114,927 117,565 | 118,356 120,095 123,717] 126,001
4 Creditunions .........ooovviniinan, 66,544 75,127 70,689 71,446 71,938 72,433 73,474 74,117 75,127 75,8101 76,361
SRetailersd. ... 37,06} 39,187 38,327 38,423 38,751 38,723 38,890 39,039 39,187 39,4161 39,497
6 Savings institutions.................. ,330 55,555 47,235 49,474 51,115 52,656 53,509 54,307 55,555 56,290 56,934
7 Gasoline companies ................. 4,361 ,337 ,072 4,110 4,185 4,136 4,176 4,182 4,337 5 4,114
By major type of credit
8 Automobile............... ...l 173,122 206,482 | 189,459 191,201 192,923 | 198,656 | 201,994} 203,766 | 206,482} 210,661 213,196
9 Commercial banks................. 83, 92,764 89,799 90,350 90,234 5 91,402 92,127 92,764 93,489 93,730
10 Creditunions ...............c0uues 28,614 30,577 29,543 29,716 29,775 29,556 29,904 30,166 30,577 30,855 31,079
11 Finance companies ................ ,663 73,391 1,960 62,586 64,071 69,201 71,415 71,996 73,391 76,4101 78,310
12 Savings institutions .. .............. 5,945 9,750 8,157 8,549 ,843 9,115 9,273 9,477 9,750 ,907 10,077
I3 Revolving .........oooviviiiniinn, 98,514 | 118,296 | 109,260 | 110,904 | 112,373 | 113,850 | 115,218 117,050 | 118,296} 119,682 120,722
14 Commercial banks................. 58,145 73,893 66,891 68,172 69,079 70,453 71,507 73,076 73,893 74,991 75,963
1S Retailers ..............ooii 33,064 34,560 34,013 4,065 34,330 34,264 34,382 34,486 34,560 34,770 34,843
16  Gasoline companies ............... 4,361 4,337 4,012 4,110 4,185 4,136 4,176 4,182 4,337 4,264 4,114
17 Savings institutions ................ 2,944 5,506 ,284 4,557 4,779 4,997 5,153 \ , 5,657 5,802
18 Mobilehome ....................00s 24,184 25,461 24,768 25,015 25,173 25,341 25,320 25,315 25,461 25,371 25,564
19  Commercial banks 9,623 9,578 ,596 ,576 9,608 9,662 9,596 584 9,578 9,457 9,571
20 Finance companies . 9,161 9,116 9,107 9,141 9,114 ,092 9,089 9,057 9,116 9,125 9,161
21  Savings institutions 5,400 6,767 6,065 6,298 6,451 6,587 6,635 6,674 6,767 6,789 6,832
20ther..........oooiiiiiiiiiii, 157,760 | 184,859 | 169,766 | 172,919 | 175,621 [ 178,573 | 180,446} 182,490 184,859 187,039 188,245
Commercial banks 57,490 64,561 60,539 60,990 61,723 62,646 62,859 63,833 64,561 65,319 | 65,557
24  Finance companies . 32,302 37,588 35,039 35,771 36,272 36,634 37,061 37,303 37,588 38,182 38,530
25  Credit unions . 37,930 44,550 41,146 , 42,163 42,877 43,570 43,951 44,550 44,955 45,282
26 Retailers ..... 3,997 4,627 4,314 y 4,421 4,45 508 4,553 4,627 4,646 4,653
27  Savings institutions 26,041 33,533 28,728 30,070 31,042 31,957 32,448 32,850 33,533 33,937 34,223
Net change (during periody’
28 Total.........ovvviviiiiiiiiii 77,341 81,518 4,39 6,786 6,051 10,330 6,558 5,643 6,477 7,658 4,974
By mgjor holder
29 Commercial banks................... 39,819 31,638 1,432 2,263 1,556 2,901 1,819 3,256 2,176 2,460 1,564
30 Finance companies? ................. 9,961 23,969 1,323 1,392 1,959 5,470 2,638 91 1,739 3,622 2,284
31 Creditunions .................0inte 13,456 8,583 415 757 492 495 1,041 643 1,010 683 551
32 Retailers®. .......oocvvivniiiiniin, 2,900 2,126 14 328 ~28 167 149 148 229 81
33 Savings institutions . ................. 11,038 15,225 1,225 2,239 1,641 1,541 853 798 1,248 735 644
34 Gasoline companies ................. 167 -24 -18 38 75 -49 40 6 155 -73 -150
By major type of credit
35 Automobile...............ooi 27,214 33,360 1,926 1,742 1,722 5,733 3,338 1,772 2,716 4,179 2,535
Commercial banks................. 16,352 8,864 601 351 -116 550 618 725 637 725 241
37 Creditunions ...............000hn 3,223 1,963 32 173 59 =219 348 262 411 278 224
38 Finance companies ................ 4,576 18,728 893 626 1,485 5,130 2,214 581 1,395 3,019 1,900
39  Savings institutions................ 3,063 ,805 400 392 294 272 158 204 273 157 170
40 Revolving ..........oovvviniiiinen, 20,145 19,782 888 ,644 1,469 1,477 1,368 1,832 1,246 1,386 1,040
41  Commercial banks. 15,949 15,748 673 1,281 907 1,374 1,054 1,569 817 1,098 972
42 Retailers ......... S12 496 =21 52 265 —66 118 104 74 210 73
43 Gasoline companies . 167 —-24 -18 38 75 —49 40 6 155 -73 —-150
44 Savings institutions 1,517 2,562 254 273 222 218 156 153 200 151 145
45 Mobile home ....................... 1,990 1,277 98 247 158 168 -21 -5 146 -9 193
46 Commercial banks................. ~199 —45 -1 =20 32 54 —-66 -12 -6 -121 114
47 Finance companies ................ 544 —45 15 34 =27 -22 -3 -32 59 9 36
48  Savings institutions................ 1,645 1,367 84 233 153 136 48 39 93 22 43
49 0ther........oovviviniiiiiiiiiia., 27,992 27,099 1,479 3,153 2,702 2,952 1,873 2,044 2,369 2,180 1,206
50 Commercial banks. e 7,717 7,071 159 451 733 923 213 974 728 758 238
51  Finance companies 4,841 5,286 415 732 501 362 427 242 285 594 348
52 Credit unions ... 10,233 6,620 383 584 433 714 693 381 599 405 327
53 Retailers ....... . 388 630 35 4 63 38 49 45 74 19 7
54  Savings institutions................ 4,813 7,492 487 1,342 972 915 491 402 683 404 286

1. The Board's series cover most short. and intermediate-term credit extended
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.
4. All data have been revised.
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT
Percent unless noted otherwise

1985 1986
Item 1983 1984 1985
Aug. Sept. Oct. Nov. Dec. Jan. Feb.
INTEREST RATES
Commercial banks!
1 48-monthnewcar? ............ovivveniinnann,. 13.92 13.71 n.a. 12.72 n.a. n.a. 12.39 n.a. n.a. 12,29
2 24-monthpersonal.................... . 16.50 16.47 n.a. 15.84 n.a. n.a. 15.61 n.a. n.a. 15.52
3 120-month mobile home? . . 16.08 15.58 n.a. 14.72 n.a. n.a. 14.66 n.a. n.a. 14.57
4 Creditcard........... . 18.78 18.77 n.a. 18.62 n.a. n.a. 18.57 n.a. n.a. 18.48
Auto finance compa
5 Newcar. e e 12.58 14.62 n.a. 10.87 8.84 9.97 1.7t 12.52 9.99 9.70
6 Used CAr......oooviviiiiiiiiiiiiiiiie, 18.74 17.85 n.a. 17.57 17.31 17.21 17.28 17.22 16.60 16.74
OTHER TERMS?
Maturity (months)
T ONEW CBL o v vviitee ittt eran i enrenens 45.9 48.3 n.a. 51.1 51.2 51.5 52.0 52.1 §1.2 51.3
8 WUSEd CAI....o.oivriiiiiiiiiiiaiaieeneann, 379 39.7 n.a. 41.6 4.4 41.4 41.5 41.4 42.8 42.5
Loan-to-value ratio
9 NEW CAI Levrirriii ittt 86 88 n.a. 91 92 93 92 92 92 92
10 USed CRE. .o vvieiini e acninerananans R 92 n.a. 95 95 95 95 95 95 95
Amount financed (dollars)
11 NEW GBI «ouitietiinit it eenanns 8,787 9,333 n.a. 10,422 10,449 10,498 10,205 9,925 10,064 10,074
120 USed CAI . .vviniv vttt iiieninennenans 5,033 5,691 n.a. 6,139 6,097 6,091 6,167 6,255 6,165 6,194
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 NotE, These data also appear in the Board’s (.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.

1983 1984 1985
Transaction category, sector 1980 1981 1982 1983 1984 1985
Hi H2 HI H2 Hl H2
Nonfinancial sectors
1 Total net borrowing by domestic nonfinancial sectors .... | 341.8 | 372.7 | 3953 5429 | 7659 | 883.8| 5060 ) 579.7| 713.4| 818.4 | 7358 |1,032.0
By sector and instrument
2 U.S, government... .. 79.2 87.4 | 161.3 186.6 | 198.8 | 223.6| 221.9| 151.2 172.2| 225.4| 184.0} 263.2
3 Treasury securities ........... 798 87.8 | 162.1 186.7 | 199.0| 223.7| 222.0| 151.4| 172.4| 225.5| 184.1} 263.3
4  Agency issues and mortgages........ -.6 -.5 -9 -.1 -2 —-.1 -1 -1 -2 —.1 -1 -.1
5 Private domestic nonfinancial sectors. 262.6 | 2853 | 234.1 356.3| 567.1| 660.2| 284.11 428.5| S41.2| S593.1) 551.8| 768.7
6 Debt capital instruments ... ... 188.1 154.5 | 152.6 253.7| 325.3| 474.3{ 22731 280.1| 287.7| 362.8| 367.4| S81.2
7 Tax-exempt obligations .. . 30.3 23.4 48.6 57.3 658 173.4 57.3 57.4 38.9 92.6 88.4 | 258.4
8 Corporate bonds . .. 26.7 21.8 18.7 16.0 47.1 67.9 214 10.6 31.9 62.3 68.0 67.8
9 Mortgages....... 131.2 | 1093 85.4 180.3 | 2124 233.0| 148.6] 212.1| 2169 207.9] 21L1| 255.0
10 Home mortgages..... 94.2 7.2 50.5 1169 | 130.7{ 152.8 98,71 1352 1356 | 1257 133.8| 171.7
11 Multifamily residential 1.6 4.8 5.4 119 20.7 25.7 6.1 17.6 23.6 17.7 2.5 28.9
12 Commercial . 19.2 2.2 25.2 48.9 62.0 59.0 42.2 557 58.5 65.6 57.0 61.1
13 Farm .................000000 10.2 10.0 4.2 2.6 -1.0 -4.5 1.6 3.6 -8 -1.2 -23 -6.7
14 Other debt instruments 74.5 | 130.8 81.4 | 102.6 | 241.9| 185.9 56.8 | 1484 253.5( 230.2| 18431 187.5
15 Consumer credit . 4.7 22.6 17.7 56.7 94.8 1 103.6 38.0 75.4 98.0 91.6 | 113.0 94.2
16 Bank loans n.e.c. 37.0 54.7 54.2 26.8 79.5 30.7 13.7 398 89.9 69.0 24.0 37.4
17 Open market pape S5.7 19.2 -4.7 ~-1.6 24.2 1291 -10.0 6.9 335 15.0 13.3 12.4
18 Other............. 27,1 344 14.2 20.7 433 38.8 15.1 26.3 32.1 54.6 34.0 43.5
19 By borrowing sector.......... 262.6 | 2853 | 234.1 | 3563 | S567.1] 660.2 | 284.1| 428.5| 541.2| 593.1( 551.8| 768.7
20 State and local governments 17.2 6.8 259 376 4501 128.5 36.0 39.2 21.4 68.6 71.5 | 185.6
21 Households AN 1189 { 119.7 87.9 1874 239.2( 297.7 | 1523 222.6 236.0) 2423} 261.8( 3335
2 Farm .........oooiinn, 15.2 16.6 6.8 4.1 -1 -68 8 7.4 -7 St =76 -6.1
23 Nonfarm noncorporate.......... . 3.2 38.6 41.3 70.8 90.8 84.0 56.1 85.5 96.9 84.7 80.8 87.1
24 COTPOTALE ... ...iiviiniins e iieiiiiaiieeins 80.1 | 103.6 2.1 56.4 | 1923 156.9 39.0 73.8( 187.7| 196.9| 145.2| 168.6
25 Foreign net borrowing in United States 27.2 27.2 15.7 18.9 2.8 -4 15.4 2.4 230 -17.4 -2.4 1.5
26 Bonds........ 8 5.4 6.7 38 4.1 49 4.6 2.9 1.1 7.0 5.2 4.7
27 Bank loans n.e.c. 11.5 37| -6.2 49 -78( -69 14| -16| -45| ~11.1 -56| -8.1
28 Open market paper. .. 10,1 13.9 10.7 6.0 2.5 -1.0 -4.6 16.5 209 -16.0 -4.6 2.5
29 U.S. government loans . 4.7 4.2 4.5 43 4.0 25 39 4.6 5.5 2.6 2.6 24
30 Total domestic plus foreign .......................... 369.0 | 399.9 | 41L0D 561.7 | 768.7 | 8834 520.3| 602.1 7364 | 8010 733.4 1,033.5
Financial sectors
31 Total net borrowing by financial sectors ............... §7.6 89.0 80.2 89.2| 138.2| 1875 69.1| 109.3| 126.5| 149.9 | 167.0 | 208.1
f? instrument

32 U.S. government related ... ... 4.8 47.4 64.9 67.8 74.9 99.4 66.2 69.4 69.6 80.1 92.7 | 106.1
33 Sponsored credit agency secu 24.4 30.5 14.9 1.4 30.4 206 -4.1 6.9 29.9 30.9 26.0 15.1
34  Mortgage pool securities , . .. 19.2 15.0 49.5 66.4 4.4 78.8 70.3 62.5 39.7 49.2 66.7 91.0
35 Loans from U.S. government 1.2 1.9 K. 20 [ AN T P TR T PO (IR [P IR
36 Private financial sectors. .. 12.8 41.6 15.3 214 63.3 88.1 29 40.0 56.9 69.7 74.3 | 101.9
37 Corporate bonds ... 1.8 3.5 13.7 12.6 25.9 28.6 10.3 14.9 20.7 311 33.2 24.0
38 Mortgages. ... * * 1 * 4 -2 * * 4 4 -.1 -2
39 Bank loans n.e.c. -.9 9 1.9 -2 1.0 42 -13 3.0 -.5 24 1.1 7.2
Open market pape 4.8 209 | ~L1 16.0 2.4 41.3 7.9 24.1 204 20.4 28.4 54.3

41 B Loans from Federal Home Loan Banks. 7.1 16.2 8 -1.0 15.7 142} —-12.1 -2.0 15.9 15.5 11.7 16.7

ly sector
42 Sponsored credit agencies. 25.6 324 15.3 1.4 304 20.6 -4.1 6.9 29.9 30.9 26.0 15.1
43 Mortgage pools ...... . 19.2 15.0 49.5 66.4 4.4 78.8 70.3 62.5 39.7 49.2 66.7 91.0
44 Private financial sector: 12.8 41.6 15.3 21.4 63.3 88.1 29 40.0 56.9 69.7 7431 1019
45  Commercial banks . 5 4 1.2 .5 4.4 3.8 8 2 4.8 39 5.2 2.4
46  Bank affiliates ....... 6.9 8.3 5.9 12,6 16.9 9.2 10.1 15.1 26.0 7.8 9.2 9.2
47  Savings and loan associ 7.4 15.5 2.5 =21 2.7 21.7 -93 5.2 19.7 25.6 11.1 323
48  Finance companies..... ~1.1 18.2 6.3 11.3 19.3 54.4 2.1 20.5 6.3 324 49.8 59.1
49 REITS .. ...intiiiiii it ciniaanees -.5 -2 * -2 8 ~.1 -1 -3 8 .8 A -2
All sectors
50 Total net BOrrowing. .. .........coovvuvninvieniininns 426.6 | 488.9 | 491.2 651,0 | 9069 | 1070.9 ] 5904 | 711.5| 863.0 | 950.9 | 900.3 1,241.6
51  U.S. government securities 122.9 | 133.0 | 2259 254.4 | 273.8| 323.1( 288211 220.7| 241.9| 3056 | 276.8| 369.4
52 State and local obligations. . . 303 234 48.6 57.3 65.8| 1734 573 57.4 38.9 92.6 88.4 | 2584
53  Corporate and foreign bonds 29.3 30.7 39.0 32.4 77.11 101.4 36.3 28.4 53.8 | 100.5 | 106.3 96.5
54 Mortgages................. 1311 ] 109.2 854 | 1803 | 212.7 ] 232.8| 1486 212.0| 217.2 | 208.2 | 210.8 | 254.7
55  Consumer cre 4.7 22.6 17.7 56.7 94.81 103.6 38.0 75.4 98.0 91.6( 113.0 94.2
56  Bank loans n.e.c. 41.7 59.2 49.9 315 7.9 28.0 21.8 41.2 84.9 60.4 19.5 36.4
57  Open market pape: 20.6 54.0 4.9 204 47.1 53.2 -6.7 47.5 74.8 19.3 37.2 69.3
58  Other loans. .. 40.1 56.7 19.9 17.9 63.0) 555 6.9 29.0 53.4 72.7 48.4 62.6
External corporate equity funds raised in United States

59 Total new share fssues. ...............ococvinenininis 21.2 | -33 33.6 66.3 | -33.6 28.2 81.9 50.7 | -41.2 | -25.9 25.1 .2
60 Mutual funds 4.5 6.0 16.8 31.5 37.1 99.6 353 27.7 39.0 35.3 9201 107.1
61  All other... 16.8 | 9.3 16.8 3481 -70.7| -714 46.6 230| -80.2| —61.2 | —669 ] ~75.9
62 Nonfinanci 129 | -11.5 11.4 2831 -77.0| —-81.6 38.2 184 —84.5| —-69.4 | -75.7| —87.5
63 Financial corporations ........... .. 1.8 1.9 4.0 2.5 5.2 4.6 2.6 24 5.0 53 4.6 4.7
64 Foreign shares purchased in United States 2.1 3 1.5 4.0 1.1 5.6 5.7 2.2 -7 2.9 4.2 6.9




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.

Flow of Funds

A43

1983 1984 1985
Transaction category, or sector 1981 1982 1983 1984 1985
H1 H2 H1 H2 H2
1 Total funds advanced in credit markets to domestic
nonfinancinl sectors ................ .00l 3727 | 3953 | 5429 | 7659 | 883.8 | %06.0 | 5§79.7 { 7134 8184 1,032.0
By public agencies and foreign
2 Total net advances ........... 97.1 97.7 | n4.1 1174 | 14461 2209 | 120.5| 1144 124.2 ] 165.1 245.8
3 U.S. government secu 15.8 17.1 2.7 27.6 36.0 46.8 41.01 143 30.5 41.4 46.5
4  Residential mortgages 31.7 2.5 61.0 | 76.1 56.5 92.6 802 | 72.1 52.8 60.1 99.3
5 FHLB advances to savings an 7.1 16.2 8| =70 15.7 142 ) -12.1] -2.0 15.9 15.5 16.7
6  Other loans and securities ......... 42.5 40.9 295 20.8 36.6 67.3 1.4 30.2 25.0 48.1 83.3
Total advanced, by sector
7 U.S. government..... 2.7 24.0 15.9 9.7 17.1 2.5 911 103 7.8 26.4 253
8 gf)onsored credit agenc 45.6 48.2 65.5 69.8 733 103.9 68.6) 71.0 73.6 73.0 110.1
9 onetary authorities 4.5 9.2 9.8 10.9 8.4 21.6 15.7 6.1 12.1 4.7 16.6
10 Foreign ........cooovuiin 233 16.2 28 27.1 45.9 7.8 2721 270 30.7 61.0 93.8
Agency and forr::'fn borrowing not in line 1
11 Sponsored credit agencies and mortgage pools 4.8 47.4 64.9 67.8 74.9 99.4 66.2 | 69.4 69.6 80.1 106.1
12 FOreign ......covvviiiviniiiiiiniinennass 27.2 27.2 15.7 189 2.8 -4 154 224 230} -17.4 15
Private domestic funds advanced
13 Total net advances ..... 3167 ) 34961 3618 ) 5121 ) 699.0) 7620} 467.1) 5571 | 6818} 7161 893.8
14 U.S. government secul 107.1 1159 203.1 | 2269 | 237.8 | 27641 247.2 | 206.6 211.4 | 264.2 322.9
15 State and local obligations . 30.3 23.4 48.6 57.3 65.8 1 173.4 57.34f 574 389 2.6 258.4
16 Corporate and foreign bond 19.3 8.8 4.8 14.9 34.8 314 21.4 8.5 25.3 4.3 21.0
17 Residential mortgages..... 70.0 5351 -33 52.6 94.8 85.8 246] 80.6 | 1063 83.3 101.3
18  Other mortgages and loans . ... 97.1 154.2 | 1004 ] 1530} 28151 2092 | 104.6 | 202.0 315.8 | 247.1 206.9
19  Less: Feder:rilome Loan Bank 7.1 16.2 8 -1.0 15.7 142 -12.1| -2.0 15.9 15.5 16.7
Private financial intermediation
20 Credit market funds advanced by private financial
institutions. ... ... .. 283.8 | 321.7 | 288.4 | 384.6 | 555.6 | 531.5| 332.0 | 437.2 552.5| 5587 606.4
21  Commercial banking 100.6 | 102.3 | 107.2 ] 136.1 | 181.7 ] 170.8 | 121.0 | 151.3 195.2 | 168.1 194.4
22 Savings institutions ....... 54.5 27.8 3011 13987 14631 10451 13131 1483 | 1679 ) 1247 147.4
23 Insurance and pension funds. 94.5 97.6 | 107.4 94.2 1 119.0| 118.1 83.0 | 105.3 1120 126.0 134.5
24 Otherfinance ......................e. 342 94.0 43.7 145 | 108.6 | 138.1 -3.3 323 T4 1399 130.0
25 Sourcesof funds ... 2838 | 3217 | 2884 | 384.6 | S$55.2 | S31.5| 332.0) 437.2 | S552.5| 558.7 606.4
26  Private domestic deposits and RPs 169.6 | 2119 F 196.2 | 2093 { 2988 | 201.5| 203.81 214.8 292.2 | 305.5 217.5
27  Credit market borrowing .......... 12.8 41.6 15.3 21.4 63.3 88.1 29| 40.0 56.9 69.7 101.9
28  Other sources.. 101.3 68.2 770 153.9 ) 193.5 | 2419 1253 1824 203.4 | 183.5 287.0
29 Foreign funds . ... =217 | -87{ -26.7 2.4 19.0 17.3 | —14.2 | 58.5 27.2 10.9 24.0
30 Treasury balances ............ -2.6 -1.1 6.1 -53 4.0 5.8 9.91-20.6 1.2 6.8 -7
3t Insurance and pension reserves 83.7 90.7 | 103.2 95.1 | 1103{ 110.2 83.5 | 106.8 119.5 | 101.2 119.7
32 Other,net ............coiiiiiiiinins 418 | -12.7 -5.6 41.9 60.1 104.5 46.1 37.7 55.5 64.6 1440
Private d. i fi ial i s
33 Direct lending in credit markets . . 45.8 69.5 88.7 | 1489 ] 206.7 | 3i8.6 | 1379 1599 186.3 | 227.1 . 389.4
34 U.S. government securities . 4.6 293 321 88.3 | 1258 | 1553 99| 79.7 1263 | 125.3 . 188.9
35  State and local obligations . 7.0 11.1 29.2 43.5 43.2 99.4 4721 399 25.3 61.2 . 151.6
36 Corporate and foreign bo -11.0 -39 8.1 -5.5 15.3 69| —-10.8 -.3 7.5 230 39.71 -258
37 Open market paper....... -3.1 2.7 -.6 6.5 -1.4 309 ~6.6 19.7 3.2 -6.1 8.3 53.5
38 Other............. 28.4 303 19.9 16.1 3.8 26.0 13 208 24.0 23.7 30.9 211
39 De(?osits and currency 181.1 | 221.9 | 203.3 | 2284 | 303.4 | 211.8] 225.6 | 231.3 | 303.6] 303.2| 199.5| 223.7
40 UITENCY o .o veresns 10.3 9.5 9.7 14.3 8.6 12.4 14.8 13.8 15.9 1.3 18.4 6.5
41 Checkable deposit 5.4 18.1 176 26.7 24.1 45.2 530 -4 30.4 17.7 17.9 72.2
42  Small time and savi 82.9 47.0 | 138.1 | 2183 | 1498 | 1343} 2789 157.7 130.7 | 169.0] 161.4| 107.2
43  Money market fund shares ... 292 | 107.5 24.7 | -44.1 472 =22 -840 —4.2 30.2 64.2 42| -8.6
44  Large time deposits....... 45.6 36.8 119 -59 83.6 14.1 | -55.1 43.4 97.6 69.6 * 28.1
45  Security RPs..... .. 6.5 2.5 38 143 -58 10.1 11.0] 178 33| ~150 1.7 18.5
46  Deposits in foreign coun 1.1 5 -2.5 4.8 -4.0 -2.2 7.0 2.7 -4.5 -3.6 -4.1 -3
47 Total of credit market instruments, deposits and
CUPTEMCY . .« .t ov et teiarnneianrnaaanrnorosins 2269 | 2914 | 2920 377.3 | S10.1 | S30.3 | 3635 391.2 | 489.9 | 530.3| 447.2| 613.0
48  Public holdings as percent of total .. ... 26.3 4.4 27.8 20.9 18.8 25.0 23.1 19.0 16.9 20.6 26.7 238
49  Private fi | intermediation (in p 89.6 92.0 79.7 75.1 79.5 69.8 7LE| 785 81.0 78.0 n.s 67.8
50 Total foreignfunds ..................... 1.6 7.6 -39 49.2 64.9 90.2 13.0 855 57.9 71.9 626 117.7
Memo: Corporate equities not included above
S) Total et IS9BES . ... ov vt vvveiiiineieenanianreienns 21.2 | -33 36| 663 -336 28.2 81.9| 50.7 | —-41.2| ~259 28.1 31.
52 Mutual fund share: 4.5 6.0 16.8 31.5 37.1 9.6 35.3 27.7 39.0 353 92.0] 107.1
53 Other equities. ... 16.8 -9.3 16.8 348 | =707 | -71.4 466 23.0 | -8021 -61.2 66.91 —-75.9
54 Acquisitions by financial 249 20.9 369 56.7 10.3 47.4 76.4 | 36.9 2.1 18.5 60.7 34.1
55 Other net purchases .............. -3.6 | —24.3 -33 96| —43.9{ -19.2 5.5 13.7 | -43.4| —445 35.6 -2.9

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 mo es.
1

—_

issues of federally related mortgage pool securitie:

ties.
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 in shares. I
29. Foreign deposits at commercial banks, bank borrowings from foreign

branches, and liabilities of foreign banking agencies to foreign affiliates, less
in foreign banks.

claims on foreign affiliates and deposits by banki
30. Demand deposits and note balances at commerci

. Credit market funds raised by federally sponsored credit agencies, and net

line 19.

31. Excludes net investment of these rescrves in corporate equities.
retained earnings and net miscellaneous habilities.
iess line 20 plus line 27.

32, Mainl
33. Line

8

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 2line 1.

49. Line 20/line 13.
. Sum of lines 10 and 29.
51, 53. Includes issues by financial institutions.

E

NoTte. Full statements for sectors and transaction types in flows and in amounts

outstanding m
and Statistics,

D.C. 20551.

agbeo

btained from Flow of Funds Section, Division of Research
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.

1985 1986
Measure 1983 1984 1985
July Aug Sept Oct Nov Dec.” Jan." Feb.” Mar
1 Industrial production. ................... 109.2 121.8 124.5 125.2 125.1 1244 125.4 126.4 126.6 125.7 128.1
Market groupings

2 Products, total 113.9 127.1 131.7 133.0 133.1 131.8 133.5 134.1 134.5 133.2 132.5

3 Final, total . 114.7 127.8 132.0 133.3 133.3 1319 133.7 134.4 134.5 133.1 131.9

4 Consumer goods 109.3 118.2 120.7 121.5 121.8 120.8 122.7 124.2 123.8 123.5 122.7

5 Equipment . 121.7 140.5 147.1 149.0 148.6 146.6 148.3 147.9 148.7 145.7 144.2

6 Intermediate...... . 111.2 124.9 130.6 132.0 1323 131.5 132.7 1329 134.4 133.7 134.4

7 Materials...............0iiii i 102.8 114.6 114.7 114.5 114.2 114.2 1143 115.9 115.9 115.4 115.0

Industry groupings
8 Manufacturing .............ovvuennanins 110.2 123.9 127.1 128.2 127.7 127.2 128.4 129.1 129.9 128.9 128.3
Capacity utilization (percent)?

9  Manufacturing .................oaoln 74.0 80.8 80.3 80.7 80.1 79.6 80.2 80.4 80.7 79.9 79.3
10  Industrial materials industries.......... 75.3 82.3 80.2 79.9 79.5 79.3 79.2 80.1 80.0 79.6 79.2
11 Construction contracts (1977 = 100)* .. ... 138.0 150.0 161.0 164.0 167.0 168.0 162.0 162.0 146.0 162.0 149.0
12 Nonagricultural employment, total4. .. .... 137.1 143.6 148.5 148.9 149.3 149.8 150.1 150.6 151.2 151.4 151.7
13 Goods-producing, total. ............... 100.1 106.1 107.5 107.3 107.1 107.5 107.6 107.9 108.5 108.3 107.9
14 Manufacturing, total .. .............. 94.8 99.8 9.9 9.6 9.1 99.4 9.7 99.9 100.0 99.9 99.7
15 Manufacturing, production-worker ... 87.6 93.0 92.4 91.9 91.5 91.8 92.0 92.4 92.4 92.4 92.2
16 Service-producing . ...........ouieiis 157.3 164.1 170.9 171.7 1724 173.0 173.5 174.0 174.6 175.1 175.7
17 Personal income, total .................. 440.1 482.8 511.0 511.3 513.6 516.7 519.3 525.1 525.4 527.6 528.5
18  Wages and salary disbursements .. ..... 390.7 427.8 457.1 459.2 461.9 464.3 467.1 471.5 472.6 474.2 476.5
19 Manufacturing . ...l 295.9 326.8 340.7 340.7 341.3 344.9 344.8 348.4 347.7 346.0 347.4
20 Disposable personal income® ............ 175.8 193.6 203.1 202.8 203.5 204.9 205.9 208.2 209.0 210.0 210.5
21 Retailsales (1977 = 100)%................ 162.0 179.0 190.6 194.2 198.4 190.6 191.6 194.0 194.8 195.0 193.5

Prices’
22  Consumer o 298.4 31 322.2 323.5 324.5 325.5 326.6 327.4 328.4 327.5 326.0
23 Producer finished goods. . 285.2 291.1 293.7 293.5 290.0 294.7 296.7 297.2 296.2 292.3 288.1

1. A major revision of the industrial roducuon 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. 7!
(July 1985), pp. 487-50). The revised indexes for January through June 1985 were
shown in the September BULLETIN.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce and other sources.

. Index of dollar value of total construction contracts, including residential,
idential and heavy engi ing, 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.

s. B)ascd 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.
Data wuhout seasonal adjustment, as published in Monthly Labor Review.
d data for ges in the price indexes may be obtained from
the Bureau of’ Labor Statlstlcs U.S. Department of Labor.

N

T 5) for series din notes 4, S, and 6,
d in notes 3 and 7 may also be found in the Survey

NOTE Basic data (not index
and i for series
of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.




2.11

Selected Measures A45

LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

1985 1986
Category 1983 1984 1985
Aug. Sept. Qct. Nov. Dec. Jan.” Feb.r Mar.
HoOuSEHOLD SURVEY DATA
| Noninstitutional population! ............... 176,414 | 178,602 | 180,440 | 180,657 | 180,831 | 181,011 | 181,186 ] 181,349 | 181,898 | 182,055 | 182,223
2 Labor force (including Armed Forces)! ..... 113,749 | 115,763 | 117,695 | 117,595 | 118,049 | 118,355 | 118,376 | 118,466 | 119,014 | 119,322 | 119,445
3 C’édm)‘ labor force.................u0ts 111,550 | 113,544 [ 115461 | 115,343 | 115790 | 116,114 | 116,130 | 116,229 | 116,786 | 117,088 | 117,207
mployment
4 Nona?n’ylcultural industries?............ 97,450 | 101,685 ] 103,971 | 104,115 | 104,502 | 104,755 | 104,899 { 105,055 ! 105,655 | 105,465 { 105,503
5 Agriculture. . ...........cooiiiiiinn 3,383 3,321 3,179 3,095 3,007 3,058 3,070 3,151 3,299 3,096 b
Unemployment
6 Number ..........ooovvviiiiiniine, 10,717 8,539 8, 312 8,133 8, 27l 8, 301 8, 161 8, 023 7 831 8,527 8, 419
7 Rate (percent of civilian labor force) ... 9.6 7.5 7.1 7.1 7.0 7.3 7.2
8 Notinlaborforce.................iene 62,665 | 62,839| 62, 745 63,062 | 62, 782 62,656 | 62,810 62, 883 62, 884 62,733 | 62,778
ESTABLISHMENT SURVEY DATA

9 Nonagricultural payroll employment’. . ...... 90,196 | 94,461 | 97,698 | 97,977 98,217 | 98,559 | 98,801 99,086 99,496 | 99,649 99,841
10 Manufactunng ........................... 18,434 19412 19426 19,362 19,279 19,338] 19,381 19,433 19,447 19,434 19,392
11 Mining........... 952 974 969 965 962 960 954 952 947 928 899
12 Contract construction . 3,948 4,345 4,661 4,688 4,721 4,753 4,754 4,770 4,906 4,875 4,867
13 Transportation and pubhc utilities. ......... 4,954 5,171 5,300 5,282 5317 5,327 5,342 5,350 5,357 5,342 5,352
f4 Trade........ooociiiiiiiiniine, veon 20,881 22,134 23,195| 23,305 3,344 | 23,4401 23,473 | 23,550 | 23,697 23,792| 23,882
15 Finance........cooovveviiieieiininaiann, 5,468 5.682 5,924 5,959 5,987 6,011 6,048 6,068 6,098 6,130 6.151
16 SeIviCe ...ooviviinieiiii i 196041 20761 | 21,929) 22,0737 12,155] 22,2441 22,365| 22450) 22,540 22,600 | 22,749
17 GOVErnMENt. ..\ vvvvninerininnss 15,869 5,984 16,295 | 16,343 16,452 | 16,486 | 16,484 16,513 16,504 16,548 | 16,549

1. Persons 16 years of age and over Monthly ﬁgures. which are based on
sample data, relate to the calendar week that e 12th day; annual data
arc averages of monthly figures. By definition, seasonamy does not exist in
population figures. Based on data from Employment and Earnings (U.S. Depart-
ment of Labor).

2. Includes self-emy rloyed, unpaid family, and domestic service workers.

3, Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and

exclude proprietors, self-employed %ersons, domestic servants, unpaid family
workers an members of the orces. Data are adjusted to the March 1984

rk and only data are available at this time. Based on
data from Employment and Earmngs (U.S. Department of Labor).

4. In addition to the revisions noted here, data for Janunrildthrough June 1985
have been revised as follows: Jan., 21,382; Feb., 21,480; Apr.,
21,723; May, 21,813; and June, 21,856. These data were mponed mcorrectly in
the BULLETIN for November 1985 through March 1986
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION
Seasonally adjusted

1985 1986 1985 1986 1985 1986
Series
Q2 Q3 Q Q! Q Q3 Q4 Q! Q2 Q3 Q4 Q!
Output (1977 = 100) Capacity (percent of 1977 output) Utilization rate (percent)
1 Total industry.................ocvvnney 124.2 1248 | 12854 1258 154.0 158.1 156.2 157.2 80.7 80.5 80.3 80.0
2 Mining........ e . 110.0 108.5 107.6 104.8 133.6 133.9 134.1 134.3 82.3 81.0 80.2 78.1
3 Utilities .. 113.6 114§ 1137 H4.6 134.5 135.4 136.3 136.9 84.4 82.3 8.4 83.7
4 Manufactoring . ... 126.6 127.6 | 128.2 129.0 1577 158.9 160.2 161.3 80.3 80.3 80.07 80.0
5 Primary processing ... .. 108.1 109.5 | 1104 1120 132.0 1324 132.8 133.2 81.9 82.7 83.1 84.1
6 Advanced processing ... 137.9 138.6 139.0 139.2 1732 174.9 176.7 178.3 79.6 79.2 78.7 78.1
TMaterials . .............oiiiiiiiiiie, 114.5 1142 ] 148 1154 142.5 143.4 144.3 145.0 80.4 79.6 79.8 79.6
8 Durable goods ........... 121.4 1207 | 1214 1219 157.4 158.9 160.5 161.6 77.1 76.0 75.6 75.4
9  Metal materials ...... 80.2 79.4 824 81.8 117.3 117.3 7.3 116.7 68.4 61.7 70.3¢ 70.1
10 Nondurable goods........ .. 111.2 113.7 113.8 116.3 137.8 138.2 138.7 139.1 80.7 82.2 82.0 83.6
11 Textile, paper, and chemi 111.0 114.1 114.0 116.6 137.0 137.4 137.8 138.) 81.0 8.0 82.7 84.4
12 Paper ... 121.8 1238 | 124.5 n.a. 136.2 136.3 136.5 n.a. 89.4 90.8 91.27{ n.a.
13 112.6 114.6 114.2 n.a. 142.0 142.6 143.1 n.a. 79.3 80.4 79.8" n.a.
14 Energy materials ....o..oovviiuiiiieenens 105.2 103.2 104.2 103.5 1203 120.6 120.9 121.2 87.5 85.5 86.1 85.4
Previous cycle! Latest cycle? 1985 1985 1986
High Low High Low Feb. July Aug. Sept. Oct. Nov. Dec.” Jans Feb.r Mar,
Capacity utilization rate (percent)
15 Total industry ........ 88.6 72.1 86.9 69.5 80.9 80.2 80.7 80.5 79.8 80.3 80.7 80.7 80.0 794
16 Mining .............. 92.8 87.8 95.2 76.9 82.1 81.2 80.9 81.0 80.9 79.7 80.0 80.0 77.6 76.7
17 Utilities ............. 95.6 82.9 88.5 78.0 86.7 81.9 81.5 83.4 82.7 82.3 85.3 82.8 84.2 84.0
18 Manufacturing ....... 87.7 69.9 86.5 68.0 80.4 80.1 80.7 80.1 9.6 80.2 80.4 80.7 79.9 7.3
19 Primary processing ... 91.9 68.3 89.1 65.1 81.5 82.3 82.9 82.8 83.1 83.0 83.3 84.8 84.0 83.4
20 Advanced processing . 86.0 1.1 85.1 69.5 79.8 79.1 79.6 79.0 78.0 79.0 79.0 78.9 78.0 77.4
21 Materfals . ........... 92.0 70.5 89.1 68.4 81.5 79.8 79.9 9.5 93 79.2 80.1 80.0 79.6 79.2
22 Durable goods ....... 91.8 64.4 89.8 60.9 79.1 75.8 76.6 75.4 75.2 75.8 75.8 76.3 75.3 74.7
23 Metal materials. . ... 9.2 67.1 93.6 45.7 68.2 66.4 69.4 67.3 69.4 70.8 70.7 7.3 70.2 68.8
24 Nondurable goods .. .. 91.1 66.7 88.1 70.6 81.1 81.7 82.1 82.9 81.9 81.5 82.7 83.4 83.5 83.9
25  Textile, paper, and
chemical....... 92.8 64.8 89.4 68.6 82.0 82.7 82.8 83.7 82.4 82.1 83.5 84.1 84.3 84.8
26 Paper ........... 98.4 70.6 97.3 79.9 92.6 91.7 90.1 90.7 88.8 90.1 94.7 94.8 94.3 n.a.
27 Chemical ........ 92.5 64.4 87.9 63.3 80.2 80.1 79.8 81.2 80.5 78.8 80.1 81.0 81.5 n.a.
28 Energy materials ..... 94.6 86.9 94.0 82.2 87.4 85.8 85.1 85.6 86.2 84.7 87.4 85.2 85.7 85.2
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 Indexes and Gross Value A
Monthly data are seasonally adjusted

Selected Measures A47

1977
Groupi pro- | 1985 1985 1986
rouping Ror. avg.
tion Mar. | Apr. | May [June | July | Aug. [Sept. | Oct. |Nov. [Dec.” |Jan. |Feb.? |Mar.®
Index (1977 = 100)
MAIOR MARKET
1 Totalfndex .......................oe 100.00 [ 124.5 | 124.0 | 124.1 ; 124.1 ] 124.3 | 124.1 | 128.2 | 125.1 | 124.4 | 128.4 | 126.4 | 126.6 | 125.7 | 128.1
2 Products ........ 57.72 11317 | 130.31 130.8 ) 1314 131.6{ 131.6) 133.0| 133.1 | 131.8{133.5 | 134.1] 134.5| 133.2] 1325
3 Final products ... 44.77 {132.0 | 130.8 ) 131.3 | 1317 | 131.6 | 131.8 | 133.3 | 133.3 | 131.9 [ 133.7 | 134.4| 134.5| 133.1| 1319
4 Consumer goods 25.52 11207 | 1198 | 119.5] 120.0] 1204 } 120.1] 120.5| 121.8 | 120.8 { 122.7 | 124.2 ] 123.8 | 123.5 | 122.7
5 Equipment ...... 19.25 [ 147.1 | 1454 | 146.9 | 147.1 | 146.6 | 1473 | 149.0 | 148.6 | 146.6 | 148.3 | 147.9  148.7 | 145.7 | 144.2
6 Intermediate products. b 1294 11306 | 128617 12931 1303 13141 130.7 1 132,01} 13237 131.511932.7 | 1329 ) 1344 133.7 ) 1344
TMatenials............oeoiviiiiiiiinn 42.28 | 114.7 | 115.5) 115.0| 114.2 | 1143 | 113.8 | 114.5| 1142 | 1142 [ 114.3 | 115.9] 1159 | 1154 | 1150
Consumer goods
8 Durable consumer goods . 6.89 (1129 | 113.5 ) 111.5 ) 111.8 1 112.0| 111.3] 114.0] 1129 111.4 | 115.5 | 116.8 | 116.6
9 Automotive products . 298 1 115.1 { 118.1 ¢ 113.1 ] 113.6 | 113.4 ] 115.0| 120.0 | 117.8 ] 1129|1168 | 116.6 | 117.0
10 Autos and trucks . 179 [ 112.0 | 110.5] 109.0| 1096 | 109.4 | 113.7 | 120.2 | 116.6 | 108.7 { 113.7 | 112.0 | 116.2
11 Autos, consumer . 1.161 98.9 1 101.3] 1005} 98.1] 97.0| 101.1 | 1003 | 988| 92.3]| 949 99.9 | 103.6
12 Trucks, consumer ...... 6311363 | 127.5] 12471 130.9 | 1323 137.2 ] 1554 | 149.7 | 139.1 | 148.6 | 134.5 | 139.5
i3 Auto parts and allied goods 11911197 | 12201 119.4 ) 1196 1194} 1168 119.6 | 119.5] 1193 { 121.4 | 123.4 | 118.2
14 Homegoods............... 391 [ 1113 | 112,21 110.2] 110.4 | 110.9] 108.4 | 109.5| 1093 | 110.2 | 114.5 | 1169 | 116.4
15 A;rlmnces, A/C and TV 124 11295 | 131.8] 12691 120.3 ] 131.5] 121.6 | 124.51 123.7] 1263|1394 | 1454 | 1388
16 ppliances and TV ... 11911303 | 131,81 127.1 | 128.7 [ 1317 123.2] 1255] 125.6 | 128.6 | 141.9 | 148.4 | 141.5
17 Carpeting and furniture ... 96 11194 | 117.7 ] 11811 1169 | 119.6 | 122.2 1 119.5| 120.2] 120.1 [ 122.9 | 118.9 ] 122.3
18 Miscellaneous home goods 1.71 | 93.6 95.0 | 93.7¢ 93.1 | 9L2| 912 93.0}f 927 929( 919 95.2| 96.9
19 Nondurable consumer goods. . . 18.63 [ 123.6 | 122.1 | 122.5| 123.1 | 123.5 ] 123.4 | 124.2 | 125.11 1243 | 1254 | 127.0 | 126.4
20  Consumer su;ples ........ 15.29 | 129.4 | 127.9] 128.51 129.0 | 129.6 | 129.3 | 130.3 | 131.0( 130.1 | 131.0 | 133.0 | 132.1
21 C oods and 7.80 {129.7 | 128.0 [ 129.4 | 128.9}{ 130.5 [ 130.1 | 130.8 § 131.5| 129.5 [ 130.7 | 132.4 { 131.0
22 Nonfood staples.............. 7.49 1129.1 | 127.7 | 127.6 | 129.1 | 128.7 | 128.5 | 129.7 } 130.5 | 130.6 { 131.2 | 133.6 | 133.2
23 Consumer chemical products 2.75 | 147.5 | 145.1 [ 1451 ] 1473 | 145.4 | 1454 | 149.1 | 151.4 | 149.4 | 152.4 | 1529 | 153.8
24 Consumer paper products 1.88 11437 | 141.7{ 142.0| 14371 144.6 | 14491 1439 ] 1447 1455 1 1457 | 148.0 | 1437
25 Consumer energy...... 2.86 | 101.9 | 101.9| 101.5] 102.1] 102.2 ] 101.5| 101.8 | 101.0 | 102.9 { 101.4 | 105.6 | 106.6
26 Consumer fuel . 144 | 885 870 90.0{ 902 88.8] 89.2| 91.1 858 90.2{ 90.1 9231 94.9
27 Residential utiliti 1421..... 7.0 1132 ] 114.4 | 1159 | 114.0 ] 1127 1165 1158 | 1129 | 119.2 ] 118.5
Equipment
28 Busi and 18.01 [ 147.8 | 146.1 | 147.7 | 147.9 | 147.4 | 1479 | 149.7 | 149.4 { 147.5 | 149.7 | 149.4 | 150.6 | 148.6 [ 147.8
29  Business equipment 14.34 11413 | 140.2 1 142.0 | 141.9 1 140.7 | 141.3 | 143.0| 142.2 ] 139.6 | 141.7 | 141.4 | 143.3 | 141.5 | 140.2
30 Construction, mining, and farm 2.08 | 67.7 67.1 684 6741 67.7| 686] 672 67.0] 659| 68.2 68.3| 677 656].....
31 Manufacturing ............... 3.27 (1128 | 112.0 ] 112.4 1 113.1{ 1109 1135 1150 | 114.8 1 111.7 [ 112.8 | 112.8 ] 113.1 ]| 1124 § 112.0
k73 . 1271 836 | 796| 81.8] 828 84.1| 856] 845 851 85.5| 84.7 | 87.1] 867 ] 857| 856
33 5.22 12193 | 2189 | 221.8 | 2228 219.6 | 219.5 | 222.8 | 219.4 | 213.9{217.7 | 217.9 } 219.7 | 217.9 | 2183
34 2.49 11061 | 104.5| 1060 [ 102.9 | 163.4 | 103.3{ 106.0 | 108.3 | 109.7 | 111.2 | 102.7 | 114.9 | 111.5] 105.0
35 3.67 1173.6 | 169.01 170.1 | 171.2 | 173.4 | 173.9{ 175.5{ 177.5| 178.7 | 180.7 | 180.7 | 179.3 | 1763 | 177.4
Intermediate products
36 Construction supplies................. $951119.0 | 1169 117.4 ) 118.1 ) 119.2 ] 119.4 | 121.5) 1203 | 120.0 1 120.9 | 120.7
37 Business supplies .... BN 6.99 | 140.5 | 138.6 | 139.4 | 140.7 | 141.7 ] 140.3 | 140.9 ] 141.7 | 141.2 | 142.7 | 143.3
38 General business supplies . 567 [144.4 | 141.9 ] 143.4 | 1444 | 146.1 | 1444 | 145.1 | 1454 | 144.8 | 146.7 | 146.8
39 Commercial energy products. 131 [123.7 | 124.5§ 1224 ) 124.6 | 122.7 [ 122.7 | 122.5] 1257 125.7]125.3 | 128.1
Materials
40 Durable s materials............... 20.50 | 121.8 | 123.3 | 122.8 | 120.7 | 120.8 | 120.2 | 121.8 ] 120.2 ] 120.4 | 121.7 | 122.1 | 123.1 | 121.7 | 120.8
41 Durable consumer part: 4.92 11007 | 102.1] 101.8 | 100.1 [ 98.7| 98.3] 100.0] 99.01 100.2 | 101.6 | 101.5 | 103.9] 1022 | 99.9
42  Equipment parts ..... 594 1159.0 | 163,31 161.1 | 157.8 | 157.3 | 157.0 | 158.7 | 156.5 | 154.0 | 155.0 | 155.1 ] 154.8 | 154.0 | 153.7
43 Durable materials n.e.c.. 9.64 11097 | 1096 ) 1100 | 108.2 | 109.6 | 108.6 ) 110.2 | 108.7 | 1099 | 111.4 ] 1123 | 1134} 110.7 | 1112
44 Basic metal materials . 4641 848 | 851 866 820 850| 8.5 | 851 828| 858 87.6 | 885 87.5| 855{.....
45 Nondurable goods materials ........... 1009 [112.2 | 1103 ) 1104 | 1103 | 110.8 | 112.8 ] 113.5| 114.7| 113.4 [ 113.0 | 114.9 | 1159 | 116.1 | 116.8
46  Textile, paper, and chemical
materials . .. SR 7.53 P112.4 | 1103 [ 1105 11091 HILT7{ 113.5] 113.8 ] 115.1 | 113.5 1 113.2 | 115.2
47 Textile material 1.521 977 | 93.0) 94.1}) 950} 97.3| 100.2] 104.4} 104.1 | 101.2 | 104.4 | 102.1
48 Pulp and paper mal 1.55 [123.7 | 125.4) 121.3 ] 120.9 | 123.3 | 125.0 | 122.8 1 123.7 | 121.1 | 123.0 | 129.3
49 Chemical materials . . o] 44611136 1 11271 1123 11291 112.6 | 1140 113.8| 115.9] 1150 [ 112.8 | 1148
50 Miscellaneous nondurable materials .. | 2.57 {1113 ] 107.2 | 110.1 | 112.5] t12.0] 1108 § 1127 | 11384 113.3 [ 1125 | 1139
51 Energy materials 11.69 | 104.3 | 106.2 | 105.3 | 105.3 | 105.1 | 103.5 | 102.7 | 103.4{ 104.2 { 102.5 [ 105.8
Primary energ 7.571107.8 | 1102 10797 1078 ] 109.0 | 107.4 ] 106.4 1068 } 108.2  106.7 | 109.0
53  Converted fuel materials ............ 4.12 | 979 99.0| 100.6 | 100.6 | 98.1 [ 96.2] 959| 97.0| 96.8| 94.7 | 100.1
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued

sic :’377 985 1985 1986
. 0-
Grouping code jpor- |avg.
tion Mar. { Apr. { May | June | July | Aug. |Sept. [ Oct. [Nov. {Dec.” |Jan. |Feb.r |Mar.*
Index (1977 = 100)
MAJOR INDUSTRY
1 Mining and utilities. , 15.79 | 110.6] 111.8] 11011 1113} t11.61 109.4] 109.1| 110.3| 109.9} 108.9| 110.8] 109.6| 108.3] 107.6
2  Mining......... 9.83 ] 109.0( 110.5| 109.6| 109.8| 110.6| 108.7{ 108.3] 108.4| 108.4{ 106.9| 107.4| 107.4| 104.2( 103.0
3 Utilities.. .. 596 | 113.21 113.9] 113.61 113.7] 113.4] 110.7| 110.3| 113.2] 112.4| 112.2| 116.5] 113.3| 115.3| 115.1
4 Manufacturing . . 84.21 1 127.1] 126.3] 126.6| 126.6| 126.7| 1269 128.2| 127.7| 127.2| 128.4] 129.1| 129.9| 128.9| 128.3
5 Nondurable .. 35111 125.6] 123.9( 124.3) 124.7| 125.5) 125.6] 126.6} 126.9) 126.4] 127.3) 128.0) 129.0) 128.7] 128.9
6 Durable.......... 49.10 | 128.2] 128.0} 128.2| 127.9| 127.6] 127.9| 129.4| 128.3} 127.7] 129.2| 129.9| 130.6] 129.0| 127.8
Mining
7 Metal.. 10 501 75.1| 836 81.2| 783} 77.5( 60.9f 73.11 714} 742| 78.3| 743| 76.0| 73.5}.....
8 Coaf............. .. .12 1.60( 127.5( 131.9( 128.5( 128.7( 134.0] 128.0( 127.7) 126.3] 130.1} 125.5) 128.0] 130.6] 124.9] 122.5
9 Oil and gas extraction . 13] 7.07]106.3| 106.8| 106.5| 106.9| 106.9| 106.9] 105.5] 106.0| 10481 103.5| 104.4| 103.5| 100.,1| 98.9
10 Stone and earth minerals. 14 66 | 118.8] 118.7) 118.5] 118.7| 117.9] t16.6| 117.7| 119.3]| 1204 | 119.0| 114.0| 117.1] 120.7] .....
Nondurable manufactures
11 Foods ............... 20 7.96 [ 131.0| 128.5) 130.8| 131.4} 131.8( 132.2
12 Tobacco products. .. 21 62 1..... 103.41 98.4| 957 989| 96.0
13 Textile mill products 22 2.29]102.5] 994 99.0] 100.0| 103.3] 104.1
14 Apparel products ... 23 | 2.79| 1018 101.3( 100.2| 100.3]| 99.2| 100.6
15 Paper and products. . . . 26 ) 3.15]127.4} 1269 125.1} 124.1] 127.1] 129.0
16 Printing and publishing 27| 4.54 | 1553 152.6| 154.2 155.4 156,7| 154.3
17 Chemicals and product 28 1 8.05 ) 127.1| 126.5| 125.8] 126.7] 126.4| 126.4
18 Petroleum products . .. 297 240| 86.7| 84.7| 87.3| 87.4} 87.1] 883
19 Rubber and plastic prod 30 ) 2.80 ) 147.0] 144.1]| 144.9] 144.3] 145.5] 145.6
20 Leather and products........ 31 53| 709 69.4( 69.9] 7.0 7L5| 72.2
Durable manufactures
21 Lumber and products. . 24 230]..... 109.5] 110.9] 112.2{ 113.5] 113.0 .6
22 Furniture and fixtures . .. 251 1.27 1 142.0 139.2] 141.0| 142.0} 141.9] 145.3 1
23 Clay, glass, stone products. 321 272511487 11145 114.5] 116.3] 116.1} 1151 2
24 Primary metals . 33| 5.33( B0.6| 81.B| 814 76.4| 783| 79.0 5 . .6 ) .
25 Iron and steel .. 331.2 | 3.49| 707 73.2| 719f 654| 67.6{ 68.7 : X 75.3 . .
26 Fabricated metal p 34| 646 107.8)| 108.6( 109.11 108.3} 107.4] 107.3 . .41 107.9 . X . B
27 Nonelectrical machinery . 35| 9.54 1 146.6| 146.5| 148.9] 149.1] 145.6| 147.5 A 3 0] 145.6 . 5 X .
28 Electrical machinery .. 36 7.15] 1693 173.1]| 168.9| 169.3| 169.5| 165.7] 166.1| 165.1| 165.1| 168.9| 171.9 168.3| 165.0| 165.0
29 Transportation equipment. . 371 9.3 123.21 120.8( 120.7| 12091 121.8( 123.7| 126.8]1 126.2] 124.5] 126.5( 126.8( 128.9| 127.8} 122.9
30 Motor vehicles and parts. 37t S5.25( 112.8] 1113 110.9) 110.5] 110.5{ 112.8] 116.8] 1153 1117 1145] 1154]) 117.9] 117.9] 109.3
31  Aerospace and miscellane
transportation equipment 372-6.9 | 3.87| 137.5] 133.7} 134.1| 134.9( 137.1| 138.5| 140.4| 141.1] 141.9] 142.9| 142.3] 144.0] 141.3| 1413
32 Instruments ............ 38| 2.66 | 1399 139.0| 138.5| 139.9| 140.71 141.1| 141.8| 139.4| 139.8} 140.7| 140.6 | 142.0 141.8| 142.7
33 Miscellaneous manufactul 39| 146 964 96.0| 98.3| 983 96.8( 959] 97.2| 96.4| 959| 94.5| 96.3| 100.8| 97.0}.....
Utilities
34 Electric. .....oooevniniriiincnn e 417 | 119.5| 119.5 119.1| 119.5| 119.4] 117.5} 116.7| 120.6| 119.3| 118.7| 124.4| 120.2] 122.4].....
Gross value (billions of 1972 dollars, annual rates)
MaJOR MARKET
35 Products, total . ................... 778.7( 717791 772.2| 782.8| 783.3| 793.3| 787.2 781.1
36 Final ............ 618.6| 617.8| 613.0| 622.4 | 622.1| 629.7 [ 625.1| 618.1
37  Consumer goods 366.2| 365.6| 363.8] 370.5| 373.6| 375.1| 374.7| 371.4
38 Equipment..... 252.4| 252.2| 249.3| 251.9) 248.5] 254.6| 250.4| 246.7
39 Intermediate.......... 160.1 | 160.1{ 159.2 160.4{ 161.2 163.7| 162.1] 163.0

A A major revision of the industrial

roduction 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,

Norte, These data also appear in the Board's G.12.3 (414) release. For address,

see inside front cover.



2.14 HOUSING AND CONSTRUCTION

Selected Measures A49

Monthly figures are at seasonally adjusted annual rates except as noted.

1985 1986
Item 1983 1984 1985
May June July Aug. | Sept. Oct. | Nov.” | Dec.” | Jan.’ | Feb.
Private residential real estate activity {thousands of units)
New UNITS

I Permits authorized ..................... 1,605 1,682 1,726 1,778 1,712 1,694 1,784 l,80§ 1,688 1,661 1,873} 1,907 1,803
2 Mamily.....ooiiiii 902 2 953 933 961 967 990 949 965 918 978] 1,094] 1,022
3 2-or-morefamily..................... 703 759 773 845 75t 727 794 859 723 743 895 813 781
4 8tarted ... e 1,703 1,749 1,742 1,684 1,693 1,673 1,737 1,653 1,784 1,654 1,882f 2,034 1,997
5 ifamily.... 1,067| 1,084] 1,072| 1,041] 1,036] 1,068] 1,071 1,006] 1,118 1,006{ 1,098] 1335 1,204
6 2-or-more-family 63S 665 669 643 657 605 666 647 666 648 699 793
7 Under construction, end of period!....... 1,003| 1,051 1,063 1,082} 1,073 1,071 1,079 1,065] 1,089 1,087] 1,088] 1,097 1,116
8 Ifamily.......... ... oo 524 556 539 579 574 577 582 568 578 570 561 572 585
9 2-or-morefamily..................... 479 494 524 504 499 494 499 496 512 517 528 524 530
10 Completed ............ociviniiennn., 1,390 1,652 1,703 1,635 1,758 1,722 1,720 1,778 1,541 1,721 1,762} 1,774 1,725
11 ifamily.... 924 1,025 1072 1,028 1,078 1,042 1,032 1,100} 1,072 1,095 1,141 1071 1,029
12 2-or-more-family 466 627 631 607 680 680 688 678 469 626 621 703 696
13 Mobile homes shipped.................. 296 296 284 287 2mn 285 286 283 291 287 285 280 266

Merchant builder activity in 1-family units
14 Numbersold ............coovviivvinen. 622 639 688 684 710 745 708 681 637 22 2 m 685
15 Number for sale, end of period! ......... 304 358 352 355 354 351 348 350 353 353 351 355 356

Price (thousands of dollars)?
edian
16 AUnits sold. ..o 75.5 £0.0 84.3 80.1 86.3 82.1 83.3 84,6 85.4 87.2 88.6 86.0 87.3
verage
17 Unitssold.........ooovviviiiniininn 89.9 97.5 10£.1 98.1 9.6 99.4 99.2 102.6] 102.7 104.1 107.1} 1024 106.3
ExisTING UNiTs (I-family)

18 Numbersold ............c.cvvvevinvan, 2,719 2,868 3,217| 3,040] 3,070 3,170] 3,430} 3,480] 3,530 3,450} 3,520 3,300 3,270

Price of units sold (thousands of dollars)?
19 Median .........cooviieiiineniiinnnes 69.8 72.3 75.4 75.2 76.5 76.7 71.2 758 752 74.9 7550 7.1 77.4
20 AVETagE ...ivveniiiire i 82.5 85.9 90.6 90.3 91.9 92.7 93.2 91.4] 912 90.3 918} 930 93.1

Value of new construction’® (millions of dollars)
CONSTRUCTION

2] Totalputinplace ...................... 268,730 | 312,989 | 342,363 | 339,943 | 343,837 { 344,206 | 343,246 | 346,084 |344,5027 | 343,847} 351,669} 356,009 | 360,504
2Private ....oiiiiiiii s 218,016 257,802 | 280,023 | 276,420 | 278,939} 279,521 1 279,371 | 282,505 |282,1157 | 281,284 286,914| 287,992 | 293,560
23 121,309 | 145,058 | 148,250 | 142,254 1 147,158 | 148,699 | 146,858 | 148,915 {150,8737 | 149,670( 150,690} 152,556 | 155,758
24 96,707 | 112,744 | 131,773 | 134,166 | 131,781 { 130,822 | 132,513 { 133,590 |131,2427 | 131,614 136,224| 135,436 | 137,811
12,8631 13,7246 15,767 16,4431 15,1701 15,384 15,1181 15,567} 15,6307( 16,271} 17,357] 16,035} 17,696
35,7871 48,102| 60,050 60,064| 58,290 57,956| $9,910| 61,227 60,740r{ 61,101| 64,496 482 64,754
11,660f 12,298) 12,406 12,929) 12,786| 12,5781 12,957 12,769} 12,250r| 12,495] 12,048} 12,469] 12,908
36,397 | 38,5981 43,550 44,730| 45,535| 44,904 | 44,528| 44,027 42,6227| 41,747| 42,323| 42,450| 42,453
50,715] 55,186{ 62,342 63,523 64,897 64,686) 63,875] 63,580| 62,3871 62,563} 64,755| 68,106] 66,935
2,544| 2,839 3,152] 3,349| 3.426] 3,364| 2,966] 3,008| 3,086/| 3,0401 3,452} 3,659 3,971
14,143 ] 16,295| 19,9517 22,314 21,093| 19,589 20,224| 19,585 19,193"| 19,826] 20,827| 22,110| 22,259
4,822( 4,6561 4,959 50511 S410] S,075] 4,824 5,254 4,892 5,176) 4,978) 5,616] 4,448
29,2061 31,396| 34,280 32,809 34,968 36,658 35,861] 35,733| 35,216/| 34,521 35,498 721 36,257

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 sce
Construction Reports (C-30-76-3), issued by the Bureau in July 1976.

Norte. Census Bureau estimates for all series exce!gx (a) mobile homes, which
are private, domestic shipments as reported by the Manufactured Housi
Institute and seasonally adjusted by the Census Burcay, and (b) sales and prices of
existing units, which are published by the onal A iation of Realtors. All
back and current figures are available from origgmmb; agency. Permit authoriza-
n'qr;ls rgr;sthose reported to the Census Bureau from 16,000 jurisdictions beginning
wit .
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2.15 CONSUMER AND PRODUCER PRICES

Percentage changes based on seasonally adjusted data, except as noted

Change from 12
months earlier

Change from 3 months earlier

(at annual rate)

Change from 1 month earlier

Item

1985 1986 1985 1986
1985 1986
Mar. Mar.
June Sept. Mar. Nov. Dec. Jan. Feb.
CONSUMER PRICES?

1 AllRtems ...........ovviiiiiiienans 37 23 a3 24 53 -1.9 K3 4 3 -4

2 Food ....... 2.5 1.8 6 2.4 5.9 -1.4 N 6 2 =7

3 Energyitems .............. -4 -8.5 6.9 -3.2 33| -2 .6 4 B! -38

4 All items less food and energy 48 4.1 s 3.4 54 4.1 5 3 4 2

5 Commodities 3.8 1.0 -9 L1 36 3 2 2 3 -1

6 ServiCes........coieiiiiiiiiaiini.. . 53 6.0 6.2 4.8 6.5 6.5 7 4 K1 4

PRODUCER PRICES

7 Finished goods. .. 2 -1.4 2.2 -2.4 92| ~-12.4 T K4 -7 -1.6

8 Consumer foods. . -1.0 -.5 -5.7 =29 15.0 -6.6 1.1 8 -4 -1.6

9 Consumer energy .... -85 -20.5 24,71 -11.3 22} -68.0 2.y 2.6 -4.2 -94
10  Other consumer good 24 22 1.9 .0 4.5 2.7 2 2 .0 -1
I1  Capital equipment. ... 24 1.7 1.5 -9 53 9 2 .1 -.1 .1
12 Intermediate materials? . .. 1 -2.8 6 -1.3 271 ~11.8 3 3 -.5 -1.4 .
13 Excluding energy....... NP o 8 -3 B -7 -3 -9 0 0 .0 -2 .0

Crude materials

14 -10.0 ~78] ~167| =-20.6 470 -25.2 4.2 ~.5 -2.6 -3.6 1.0
15 -43{ -17.1 4.4 -59 ~-20| -5L1 -8 K4 N -8.2 8.9
16 -6.9 -3.8 -7.8 —4.4 1.0 -3.2 qr -2 -3 -3.0 2.6

1. Not seasonally adjusted.

2. Figures for consumer prices are those for all urban consumers and reflect a

rental equivalence measure of homeownership after 1982,

3. Excludes intermediate materials for food manufacturing and manufactured
animal feeds.
Sourck. Bureau of Labor Statistics.




Selected Measures ASl
2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
1985 1986
Account 1983 1984 1985
Q Q Q3 Q4 Qt
GRross NATIONAL PrODUCT
47 3,401.6 3,774.7 3,988.5 3,917.8 3,960.6 4,016.9 4,09.3 4,116.7
By source

2 Personal consumption expenditures 2,229.3 2,423.0 2,582.3 2,525.0 2,563.3 2,606.1 2,634.8 2,670.6
3 Durablegoods....................... 289.6 3L 361.5 3515 356.5 376.0 362.0 362.4
4 Nondurablegoods.................... 817.0 872.4 912.2 895.7 910.2 914.5 928.3 939.2
8 SEIVICES .\ ittt e 1,122.7 1,219.6 1,308.6 127178 1296.6 1,315.6 1,344.6 1,369.1
6 Gross private domestic investment ..........oviiiiiiiaiains 301.9 674.0 669.3 657.6 672.8 666.1 680.7 708.0
7 Fixedinvestment .................c.t v 508.3 607.0 661.8 639.1 657.3 665.9 685.0 678.3
8 Nonresidential .. ..............c.... 356.3 4219 476.2 459.6 474.2 478.5 492.5 479.6
9 Structures. ... ..coviiniieiens 126.1 147.6 170.2 166.1 169.7 170.4 174.5 174.2
10 Producers’ durable equipment e 230.2 280.2 306.0 293.5 304.5 308.1 318.0 305.4
" Residentiol SUUCIUNES. ... c.ovevreennernerniarenesens 152.0 179.1 185.6 179.4 i83.1 187.4 192.5 198.7
12 Change in business inventories ............coovvivieiiiann -6.4 67.1 7.5 18.5 15.5 2 -4.3 29.7
] OOFRTII . .. ..ot ie e ie ettt 8 58.0 11.8 14.2 10.8 3.1 19.0 30.4
-5.3 —-59.2 -78.5 -42.3 ~70.3 -87.8 -113.4 -95.1
354.1 384.6 369.9 379.6 369.2 363.2 367.8 378.4
3594 443.8 448.4 421.9 439.5 451.0 481.2 473.6

17 Government purchases of goods and services 675.7 736.8 815.4 777.2 794.8 832.5 857.2 833.1
18 Federal 284.8 312.9 355.4 3344 337.8 364.8 384.7 354.3
19  State and local 390.9 423.9 460.0 4428 457.1 467.7 472.5 478.8

By mgqjor type of product

20 Final sales, to et ae e e e e 3,408.0 3,707.6 3,981.1 3,899.0 3,945.0 4,016.7 4,063.6 4,086.9
1 Goods...... 1,394.7 1,585.9 1,639.3 1,628.3 1,636.1 1,650.7 1,642.2 1,667.8
2 Durable . .. e 572.3 679.5 709.2 706.2 705.9 714.8 710.0 712.8
23 Nondurable ..........cooveiiiiiiiiiiiiiiii i 822.4 906.3 930.1 922.1 930.2 935.9 932.2 955.0
EIVICES ..ttt 1,678.0 1,806.6 1,930.5 1,887.6 1,908.2 1,939.9 1,986.4 2,011.3
25 SIIUCHUFES. ... o\vuerirerre e iieeine e iiieaeiaains 328.9 382.2 418.6 401.5 416.3 426.2 430.6 431.5
—6.4 67.1 7.5 18.5 18.5 2 -4.3 29.7
-8 37.0 6.4 16.9 1.8 -6.4 134 20.9
-55 0.1 1.0 16 137 6.6 -11.7 88
3,217 3,492.0 3,570.0 3,547.8 3,557.4 3,584.1 3,590.8 3,619.2

2,718.3 3,039.3 3,211.3 3,158.3 3,192.2 3,228.0 3,269.9 n.a,
31 Compensation of employees. .. ...ocovneiininrreniinerennaes 2,025.9 2,221.3 2,372.5 2,320.4 2,356.9 2,385.2 2,427.5 2,462.4
32 Wagesand salaries.................. e 1,675.4 1,835.2 1,960.3 1,917.7 1,947.6 970.1 2,005.83 2,034.8
33 vernment and government enterprises. 324.2 346.1 370.8 362.6 367.4 372.6 3719.7 384.9
M Other.......ooovivieeiiinnens 1,351.6 1,488.9 1,589.7 1,555.1 1,580.2 1.597.5 1,626.1 1,649.9
35 Supplement to wages and salaries 350.5 386.2 412.2 402.7 409.4 415.1 421.7 427.6
6 mployer contributions for soci 171.0 192.8 205.8 201.8 204.6 206.7 210.2 213.3
37 Other fabor income........... 179.5 193.4 206.4 200.9 204.8 208.4 2118 214.3
38 Proprietors’ income! ....... 192.3 2337 242.2 2394 240.9 237.5 250.9 252.4
39  Business and professional! 178.0 201.6 221.0 2129 218.1 2253 276 236.4
40 Farm! 14.3 2.1 21.2 26.5 2.8 12.2 3.3 16.0
41 Rental income of Persons? ..........cocovviiiiiinieniniranes 12.8 10.8 13.8 11.0 13.8 14.5 15.9 17.8

42 Corporate profits! ., .......ooviiiiiiii i 2138 273.3 295.5 8L.7 288.1 309.1 303.1 n.a.

43 Profits before tax3,............. 205.0 2376 2253 220.0 218.7 228.6 233.8 n.a.
44  Inventory valuation adjustment . . -10.0 -5.4 -6 7 2.2 4.7 -10.1 14.2
45 Capital consumption adjustment ... 18.8 41.0 70.9 61.1 67.2 759 9.4 81.7
46 NELIDIETESt . ...\ oiiiti et is e titneiinieianeaanss 273.6 300.2 287.4 .9 292.4 281.8 2726 268.9

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after—tax profits, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Business (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1985 1986
Account 1983 1984 1985
Q Q Q3 Q Ql
PERSONAL INCOME AND SAVING
1 Total personal income. ..............cooiiiiiiiiiiiiiiiiann 2,836.4 3,111.9 3,293.8 3,240.9 3,280.1 3,298.5 3,354.3 3,397.9
2 Wage and salary disbursements.................ccoiiiiiiinen 1,675.8 1,834.9 1,960.5 1,917.6 1,948.6 1,970.1 2,005.8 2,034.8
3 Commodity —producing industries .. ...............coevis 523.0 517.9 607.3 600.1 7 607.6 616.9 620.6
4 ManufBCLURING . . v vv v e e 397.4 438.9 457.6 453.5 454.9 457.2 464.7 466.0
5 Distributive industries . 404.2 441.6 468.8 459.8 467.4 471.2 476.8 482.8
6 Service industries ...l 424.4 469.4 513.6 495.2 508.1 518.7 5324 546.6
7 Government and government enterprises 324.2 346.1 370.8 362.5 368.4 372.6 379.7 384.9
8 Other 1abor inCOME. .........ivuiiiii i 179.5 193.4 206.4 200.9 204.8 208.4 21L5 2143
9 Proprietors’ income! .......... ..o 192.3 233.7 242.2 2394 240.9 237.5 250.9 252.4
10  Business and professionall .................... 178.0 201.6 221.0 2129 218.1 225.3 227.6 236.4
11 Farml oo e 14.3 32.1 21.2 26.5 22.8 12.2 233 16.0
12 Rental income of persons? ............c.o.eiviiiinns 12.8 10.8 13.8 11.0 13.8 14.5 15.9 17.8
13 Dividends.............. e 68.0 74.6 78.9 779 78.7 79.1 79.8 82.1
14 Personal interest income ..........cooeiiiiniiiiniin 385.7 442.2 456.3 462.8 460.5 450.6 451.4 451.6
15 Transfer payments 442.2 454.7 484.5 477.6 481.0 488.1 491.2 502.2
16  Old—age survivors, disability, and health insurance benefits. .. 221.7 235.7 253.4 249.2 250.7 256.5 2571 264.4
17  Less: Personal contributions for social insurance ............ 119.8 132.4 149.1 146.3 148.3 149.7 152.0 1574
18 EQuALs: Personal income. .........oovueiiineiniaiiiiiin 2,836.4 3,111.9 3,293.5 3,240.9 3,280.1 3,298.5 3,354.3 3,397.9
19  Less: Personal tax and nontax payments. ................... 411.1 418 492.7 501.7 462.4 498.2 508.5 503.8
20 EquaLs: Disposable personal income......................000 2,425.4 2,670.2 2,800.8 2,739.2 2,817.7 2,800.2 2,845.9 2,894.1
21 LEess: Personal outlays............oviiuiinnnnnuaninennen 2,292.2 2,497.7 2,671.8 2,608.4 2,650.6 2,697.6 2,730.6 2,769.6
22 EQUALS: Personal SaVing. . ..........c.veiiiiiiiriiieieenns 133.2 172.5 129.0 130.9 167.2 102.6 115.2 124.4
MEemo
Per capita (1982 dollars)
23 Gross national product. .. ........einiiiiiai 13,959.51 14,727.9] 14918.5| 14,875.4| 14,884.5] 14,958.6] 14,949.2| 15,036.1
24 Personal consumption expenditures 9,139.2 9,447.0 9,665.7 9,595.8 9,638.0 ,722.8 9,701.9 9,783.1
25 Disposable personal income e 9,942.0| 10,412.0| 10,483.0| 10,411.0] 10,595.0| 10,447.0 10,479.0{ 10,601.0
26 Saving rate (Percent) .........coiiiiiierieiiiaaiieiiiiaies 5.5 6.5 4.6 4.8 5.9 3.7 4.0 4.3
GROSS SAVING
27 Grosssaving.............. 469.8 584.5 553.4 578.3 5717 537.3 526.1 n.a.
28 Gross private saving. . . 600.6 693.0 694.3 677.7 723.6 681.8 694.2 n.a.
29 Personal saving....... 133.2 172.5 129.0 130.9 167.2 102.6 115.2 124.4
30 Undistributed corporate pi 67.9 101.6 126.9 116.3 122.6 137.8 131.0 n.a.
31 Corporate inventory valuation adjustment -10.0 -5.4 -6 7 2.2 4.7 -10.1 14,2
Capital consumption allowances
32 Corporate 245.0 256.6 269.2 264.3 266.8 270.9 274.8 277.0
33 Noncorporate 154.6 162.3 169.2 166.3 167.0 170.5 173.2 173.6
34 Wage accruals less disbursemen .0 0 0 .0 .0 .0 .0 0
35 Government surplus, or deficit (—), national income and
-130.8 —-108.5 -141.0 -99.4 —151.9 —144.5 —-168.0 n.a.
36 -179.4 ~-172.9 —200.0 -162.6 -209.1 -201.3 ~226.9 n.a.
37 State and local. . 48.6 64.4 59.0 63.2 57.3 56.9 58.8 n.a.
38 Capital grants received by the United States, net .............. 0 .0 .0 K 0 0 .0 .0
30 Grossinvestmient .. ... ... ..ottt e 469.2 583.0 554.0 580.8 567.0 539.9 528.2 §78.5
40 Gross private domestic 501.9 674.0 669.3 657.6 672.8 666.1 680.7 708.0
41 Net foreign......... -32.7 -91.0 -115.3 -76.8 -105.8 ~126.2 -152.5 -129.5
42 Statistical discrepancy........ ..ot -6 -1.5 .6 25 -4.7 2.5 21 2.1
1. With inventory valuation and capital consumption adjustments, SOURCE. Survey of Current Business (Department of Commerce).

2. With capital consumption adjustment.



3.10 U.S. INTERNATIONAL TRANSACTIONS Summary

Millions of dollars; quarterly data are seasonally adjusted except as noted.!

Summary Statistics AS3

1984 1985
Item credits or debits 1983 1984 19857
Q4 Q1 Q Q3 Q4r
| Balance on current aCCOUNL ..........coviviininn i, —45,994 -107,358| —117,664 -31,805 —24,183 -27,6261 —29,300 | 36,559
2 Notseasonally adjusted. .............oooovevvenvnnn | e [ e —28,982 -23,491 -27,980F -33,101 | —33,093
3 Merchandise trade balance? .....................l -67,216 -114,1071 -124,289 —30,885 —23,365 -28,487{ —32,955 | —39,482
4 Merchandise eXports .............coveeveiiniearinnes 201,712 219,916 213,990 56,242 55,198 53,530 52,276 52,986
5 Merchandise imports ............cooooiiiiiiiiin, —268,928 —334,023| -338,279 -87,127 —78,563 -82,017| -85,231 | —92,468
6  Military transactions, DEt ............ciiiiiiiiiiiine -163 -1,765 -2,046 —575 =212 —586 —4 -818
7  Investment income, net3 . 25,401 19,109 24,683 4,003 2,530 5,378 8,651 8,124
8  Other service transactions, 4,837 819 -1,229 -253 3 -503 ~-571 -194
9 Remittances, pensions, and other transfers.............. —2,566 -2,891 -3,538 —-782 -934 —843 —- —896
10 U.S. government grants (excluding military)............. -6,287 -8,522 —11,246 -3,313 -2,238 -2,585 -3,130 -3,293
{1 Change in U.S. government assets, other than official
reserve assets, net (inCrease, —) .........o.o.vivinvuas -5,006 -5,516 -2,628 =734 -850 —853 -392 -532
12 Chanfc in U.S. official reserve assets (increase, —) ........ -1,196 -3,130 ~3,858 -1,109 —233 -356 —121 -3,147
13 Gold. ..o e 0 0 0 0 0 0 0 0
14  Special drawing rights (SDRS) .........ooooiviiiiiniis —66 -979 -897 -194 —264 —-180 -264 -189
15  Reserve position in International Monetary Fund ........ —4,434 —995 908 —-143 281 72 388 168
16 Foreigncurrencies ............ooovieiiiiiiiiiiin 3,304 -1,156 —3,869 -7 -250 —248 -245§ 3,126
17 Change in U.S‘dprivale assets abroad (increase, —=)3........ —48,842 -11,800 -31,698 —13,003 621 -1,342] -12,235 | -18,742
18 Bank-reported claims...............ccieiiiiiiiiiinnn —-29,928 —8,504 -5,926 -4,933 135 4,095{ ~1,521| -8,635
19  Nonbank-reported claims ..................ooo -6,513 6,266 n.a. 970 1,201 1,863 -1,873 n.a.
20 U.S. purchase of foreign securities, net................. -7,007 -5,059 -7.871 3,663 —2,494 -2,214] -1,708 | -1456
21 U.S. direct investments abroad, net> ................... ~5,394 —4,503 -19,092 -5,377 1,779 -5,086 -7,133 —8,651
22 Change in foreign official assets in the United States
(increase, +) ........... 5,795 3,424 —1,908 7,119 -11,204 8,465 2,435 -1,604
23 U.S. Treasury securities .. .. 6,972 4,690 -610 5,814 -7.219 8,722 -90 | -2,023
24  Other U.S. government obligation —476 167 -329 -67 -307 136 24 -182
25  Other U.S. government liabilities*. . 552 453 148 -197 -462 575 -95 130
26  Other U.S. habilities reported by U.S. . 545 663 372 2,052 -3,09% -134 2,974 631
27 Other foreign official assetsS. . ...........oeevivviinn -1,798 -2,549 —1,489 —483 -117 -834 -378 -160
28 Change in foreign private assets in the United States
(NCTEASE, +)3. .. et 78,527 93,895 125,017 26,191 24,915 17,849 32,113 50,140
29  U.S. bank-reported liabilities ................ 49,341 31,674 40,610 4,481 13,345 195 6,527 20,543
30 U.S. nonbank-reported liabilities .y -118 ,284 n.a. -1,863 -2,655 -1,324 509 n.a.
31 Foreign private purchases of U.S. Treasury securities, net 8,721 22,440 20,910 9,501 2,633 5,106 7,452 5,719
32 Foreign purchases of other U.S. securities, net.......... 8,636 12,983 50,712 9,380 9,510 7,135 11,674 22,393
33 Foreign direct investments in the United States, net?.. ... 11,947 22,514 16,255 4,692 2,082 6,737 5,951 1,485
34 Allocation of SDRs. . .......coovviiv i 0 0 1] 0 0 0 0 0
35 Discrepancy .................. 16,717 30,486 32,739 13,341 10,934 3,863 7,500 10,444
36 Owing to seasonal adjustments ...........oviiiiiiiiic v feveiiiiien baieiaa ,305 —425 ~597] -—3,650 4,674
37  Statistical discrepancy in recorded data before seasonal
adjustment . ... .. ...ty 16,717 30,486 32,739 9,036 11,359 4,460 11,150 5,770
Memo
Changes in official assets
38 U.S. official reserve assets (increase, =) ................ -1,196 -3,130 3,858 -1,109 -233 -356 —121 -3,147
39  Foreign official assets in the United States
(INCPEAse, +) ...vveerniriirnncnnnns e 5,243 2,971 -2,056 7,316 -10,742 7,890 2,530 | ~1,734
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
BBOVE) ..t v et e -8,283 —4,143 —-6,750 812 -2,021 -1,808] -1,961 ~960
41 Transfers under military grant programs (excluded fi
lines 4, 6, and 10 above) 194 190 58 61 10 12 15 22

381.4 ISc:asonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and

2. Data are on an international accounts (1A) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of covcraFc and timing; military
uded in line 6.

exports are excluded from merchandise data and are inc

. Includes reinvested earnings.

4. Primarily associated with military sales contracts and other transactions
arrnnEed with or through foreign official agencies.

5. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.
Data are from Bureau of Economic Analysis, Survey of Current Business
(Department of Commerce).

NoTE.
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3.11 U.S. FOREIGN TRADE

Millions of dollars; monthly data are not seasonally adjusted.

1985 1986
Item 1983 1984 1985
Aug. Sept, Oct. Nov. Dec. Jan. Feb.

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments .............covviinnen 200,486 217,865 213,146 16,584 17,034 17,618 17,721 16,994 17,006 17,735
2 GENERAL lhfdP(')RTS including mer-

or

tion plus entries into bonded

Warehouses. .......o.ovinrvnvnes 258,048 325,726 345,276 26,247 31,349 28,429 30,010 30,728 32,005 28,895
3 Tradebalamce.................c00vnen -57,562 107,861 | -132,129 -9,663] -—14,315| -10811| —-12,290( -13,7M| -—14,999] -11,160

Nortk. The data through 1981 in this table are reported by the Bureau of Census
data of a free-alongside-ship (f.a.s.) value basis—that is, value at the port of
export. Beginning in 1981, foreign trade of the U.S. Virgin Islands is included in
the Census basis trade data; this adjustment has been made for all data shown in

the export side, the largest adjustments are: (1) the addition of exports to Canada
not red in Census statistics, and (2) 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 Inttrpart side, additions are made for gold,

the table. Beginning with 1982 data, the value of imports are on a

valuation basis, )
The Census basis data differ from merchandise trade data shown in table 3.10,

U.S. International Tr ions S y, for of coverage and timing. On

3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period

ship pur imports of electricity from Canada, and other transactions;
military payments are excluded and shown separately as indicated above.

SouRrce. FT900 *‘Summary of U.S. Export and Import Merchandise Trade'
(Department of Commerce, Bureau of the Census).

1985 1986
Type 1982 1983 1984
Sept. Oct. Nov. Dec. Jan. Feb. Mar.

I oTotal ..o 33,958 33,747 34,934 38,295 41,687 42,852 43,191 43,673 48,505 44,919
2 Gold stock, including Exchange Stabili-

zation Fundl................. 11,148 11,121 11,096 11,090 11,090 11,090 11,090 11,090 11,090 11,090

3 Special drawing rights2? .............. 5,250 5,025 5,641 6,847 6,926 7,253 7,293 7,441 7,960 7,839
4 Reserve position in International Mone-

tary Fund?...............00e 7,348 11,312 11,541 11,686 11,843 11,955 11,952 11,824 12,172 12,028

5 Foreign currencies®............... . 10,212 6,289 6,656 8,672 11,798 12,554 12,856 13,318 14,283 13,965

1. Gold held under carmark at Federal Reserve Banks for foreign and interna- 3. Includes allocations by the International Monetary Fund of SDRs as follows:

tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is valued at $42.22 Jser fine th ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange 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 ho]diggs and reserve position in
the IMF also are valued on this basis beginning July 1974.

$867 million on Jan. 1, 1970; $717 million on Jan. 1, 1971; $710 million on Jen. 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

1985 1986
Assets 1982 1983 1984
Sept. Oct. Nov. Dec. Jan. Feb. Mar.
1 Deposits ..o..ovvvrivnviniienisnanins 328 190 253 535 267 340 480 256 276 273
Assets held in custody
2 U.S. Treasury securities!........... 112,544 117,670 118,267 120,978 118,000 117,814 121,004 121,995 124,905 127,611
3 Earmarked gold? ...................ve 14,716 14,414 14,265 14,245 14,242 14,240 14,245 14,193 14,172 14,167

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 is valued at $42.22 per fine troy ounce.

Norte. 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 gold stock of the United States.



3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data!

Millions of dolars, end of period

Summary Statistics ASS

1985 1986
Asset account 1982 1983 1984
Aug. Sept. Oct. Nov. Dec. Jan. Feb.p
All foreign countries

1 Total, all curvencles................... 469,712 | 477,000 | 453,656 | 487,7T77r| 456,676"| 484,492 | 455,938 | 458,076'| 446,714 447,827
2 Claims on United States 91,808 115,542 113,393 122,970- 119,526 121,806 115,587 119,716/} 116,775 113,841
3 Parentbank ............. 61,666 82,026 78,109 83,735 85,463 87,255 82,327 87,201 84,410 80,939
4  Other banks in United State: 30,139 33,516 13,664 14,160 13,258 12,808 12,096 13,076/ 11,746 11,751
5 Nonbanks? ........ ' ” 21,620 22,075 20,805 21,743 21,164 19,439 20,61 21,151
6 Claims on foreigners 358,493 342,689 320,162 33,4447 314,997 310,480 317,498 315,763 308,207 310,385
Other branches of parent bank 91,168 ,004 95,184 89,678 87,673 86,912 89,580 ,399 88,393 88,282

8 Banks........... 133,752 117,668 100,397 29671 102,334 98,578 102,907 103,014 100,460 99,798
9  Public borrowers. 24,131 24,517 23,343 2971 23, 23,478 23,613 23,395 3,366 23,682
10 Nonbank foreigners. 109,442 107 785 101,238 101,499 101,601 101,512 101,398 97,955 95,988 98,623
11 Otherassets ...........ocovvivenian., 19,414 18,859 20,101 21,3637 22,1537 22,206 22,850 22,597 21,732 23,601
12 Total payable in U.S. dollars . .......... 361,982 371,568 350,636 342,1247| 335,302'| 331,610 329,622 336,288 | 321,628 314,789
13 Claims on United States . 90,085 113,436 111,426 120,222r 116,630 118,630 112,419 116,648" 113,715 110,485
14 ntbank ............. 61,010 80,909 71,229 85,806 84,252 86,101 81,162 85,971 3,264 ,605
15 Other banks in United State: 29075 12.527 13,500 13,5537 12,697 12,258 11,463 12,4737 11,091 11,076
16 Nonbanks? ................ ! b 20,697 20,863 19,681 20,271 19,794 18,204 19,360 19,804
17 Claims on foreigners.......... 259,871 247,406 228,600 212,207 368 203,008 207,258 209,924 198,828 194,778
18  Other branches of parent bani 73,537 78,431 78,746 72,475 69,241 68,576 70,548 72,689 68,748 67,458
19 Banks........... 106,447 93,332 76,940 71,05¢ 71,013 67,344 ,646 71,738 790 63,714
20 Public borrowers . 18,413 17,890 17,626 17,1457 17,386 17,432 17,277 17,16% 16,958 17,127
21  Nonbank foreigners. 61,474 60,977 55,288 51,537 51,228 49,657 49,787 48,328 47,332 46,479
22 Other assets ..........ovevenvineinnn. 12,026 10,666 10,610 9.,695" 9,804" 9,971 9,945 9.71¢" 9,082 9,526

United Kingdom

23 Total, all currencles. . ................. 161,067 158,732 144,388 151,118 150,276 149,607 152,456 148,599 150,838 148,538
24 Claims on United States 27,354 34,433 27,731 35,256 32,620 33,816 33,774 33,150 .308 33,458
Parentbank ............... 23,017 29,111 21,918 28,156 25,829 ,956 26,718 26,970 26,837 27,281

26 Other banks in United States? 4337 5322 1,429 1,474 1,334 1,269 1,289 1,106 1,173 1,133
27 Nonbanks? ........ » v 4,384 5,626 5,457 5,591 5,767 5,074 5,298 5,044
28 Claims on foreigners 127,734 119,280 111,828 110,513 112,529 110,325 112,865 110,224 109,301 109,826
29 r branches of parent ban)| 37,000 36,565 37,953 32,654 32,418 32,110 ,600 576 ,394 30,218
30 Banks 50,767 43,352 37,443 37,796 , 37,858 40,482 ,250 39,257 39,393
31 Public borrowers . 6,240 5,898 5,334 5,054 5,112 5,482 5,735 5,644 5,949 6,065
32 Nonbank foreigners. 33,727 33,465 31,098 35,009 34,495 34,875 X 33,754 33,161 34,150
33 Otherassets ........oovvivnienennn, 5,979 5,019 4,882 5,349 5,127 5,466 5,817 5,225 5,226 5,254
34 Total paysble in U.S. dollars ........... 123,740 126,012 112,809 110,973 108,731 108,624 108,699 108,626 108,566 108,022
35 Claims on United States .. 26,761 33,756 26,868 34,207 31,505 32,569 32,553 32,085 35,292 32,360
36 Parentbank ............. 22,756 28,756 21,495 27,853 25,358 26,495 26,210 26,568 29 470 26,874
37  Other banks in United State: 4,005 5.000 1,363 1,355 1,247 194 1,208 1,005 1,089 1,047
38 Nonbanks?................ } " ’ 4,010 4,999 4,900 4,880 5,138 4,512 4,733 4,439
39 Claims on foreigners. ... 92,228 88,917 2,945 73,807 74,301 72,323 72,842 73,482 70, 13565 69,621
40  Other branches of parent ban| K 31,838 33,607 27,031 ,596 26,719 24,989 26,011 25,083 24,474
41 36,717 2,188 26,805 24,382 25,458 23,888 25,667 26,139 24,013 23,598
42  Public borrowers . 4,329 4,194 4,030 3.5 3,633 3,966 3,982 3,999 4,252 4,367
43 Nonbank foreigners. 19,534 20,697 18,503 18,795 18.614 17,750 18,204 17,333 17,008 17,182
44 Otherassets .........coovvnvncnnennns 4,751 3,339 2,996 2,959 2,928 3,132 3,304 3,059 2,918 3,041

Bahamas and Caymans
45 Total, alf currencles................... 145,156 152,083 146,811 138,780/ | 135,519 { 138,262 133,648 142,085 130,413 128,851
46 Claims on United States .............. 59,403 75,309 77,296 74,530 72,744 73,572 69,923 74,874 68,576 68,304
47 Parentbank ................... .. 34,653 48,720 49,449 47,815 47,299 47,918 45,811 50,553 44,586 43,866
48 Other banks in United States? . 24.750 26,589 11,544 11,827 11,138 10,812 10,082 11,22% 9,867 9,815
49 Nonbanks? ..................0. ' " 6,303 14,888 14, 307 14,842 14,030 13,098 14,123 14,623
50 Claims on foreigners.............. 81,450 72,868 65,598 61,1100 59,466 ,467 , 503 63,894 58,510 56,958
51 Other branches of parent bank 18,720 20,626 17,664 16,479 15, 428 15,856 17,050 19,042 16,468 15,872
52 BankS...........coeeiiiiiiinnen 42,699 36,842 30,246 27,678 27,087 25,861 ,768 28,182 25,476 25,268
53 Public borrowers . 6,413 6,093 6,089 6,5 6,598 6,417 6,440 6,458 6,320 6,186
54  Nonbank foreigners................. 13.618 12,592 11,602 10,413 10,353 10,333 10,245 10,212 10,246 9,632
55 Otherassets ..........oocovvevnnnn... 4,303 3,906 3,917 3,140 3,309 3,223 3,219 3,287 3327 3,589
56 Total payable in U.S. dollars ........... 139,605 145,641 141,562 133,7917| 136,138 129,767 127,997 136,794 124,981 122,980
1. Beginning with June 1984 data, reported claims held by foreign branches 2. Data for assets vis-2-vis other banks in the United States and vis-d-vis
have been reduced by an increase in the reporting threshold for **shell’” branches nonbanks are combined for dates before June 1984,

from $50 million to 5150 million equivalent in total assets, the threshold now

applicable to all reporting branches.
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3.14 Continued

1985 1986
Liability account 1982 1983 1984
Aug. Sept. Oct. Nov. Dec. Jan. Feb.»
All foreign countries

57 Total, all currencies.................. 469,712 477,090 453,656 457,777  456,6767| 454,492 455,935 458,076" | 446,714 447,827
58 Negotiable CDs? .................... n.a. n.a. 37,725 37,880 39,676 38,044 36,607 34,607 34,597 33,458
59 To United States . . 179,015 188,070 147,583 144,659 143,556 140,142 143,169 155,273 142,201 137,173
60 Parentbank ............... 75,621 81,261 78,739 77,682 78,631 75,479 81,171 83,649 76,799 72,273
61  Other banks in United States 33,405 29,453 18,409 16,086" 17,017 15,602 15,460 16,894 14,724 13,992
62 Nonbanks................... 69,989 77,356 50,435 50,891" 47,908 49,061 46,538 54,7300 50,678 50,908
63 To foreigners ................ 270,853 269,685 247,907 252,6977| 250,345 252,253 252,205 246,006" | 248,788 255,061
64  Other branches of parent ban 90,191 90,615 93,909 90,477 87,854 ; 88,438 89,529 86,351 K

65 Banks............... 96,860 92,889 78,203 80,931 2,421 82,470 81,871 76,878 ,106 83,850
66  Official institutions . .. 19,614 18,89 20,281 21,234 21,020 21,322 21,658 19,523 19,921 21,854
67  Nonbank foreigners. . . . 64,188 68,845 55,514 60,055 59,050 59,922 60,238 60,076 58,410 61,889
68 Other liabilities ..................... 19,844 19,335 20,441 22,5417 i 24,053 23,954 22,190 21,128 22,135
69 Total payable in U.S. dollars.......... 379,270 | 388,291 367,148 357,453 | 350,394 | 346,883 345,810 353,4707 | 337,029 329,110
70 Negotiable CDs? . n.a. n.a. 35,227 34,025 35,685 33,995 32,838 31,063 31,182 30,202
71 To United States............... 175,528 184,305 143,571 139,0377| 136,917 134,266 137,036 149,896" | 136,809 131,083
72 Parentbank ................. 73,295 79,035 76,254 74,374 778 71,996 77,892 80,623 73,897 68,937
73 Other banks in United States 33,040 28,936 17,935 15,465 16,092 15,128 14,896 16,264 14,011 13,294
74 Nonbanks ..................oevins 69,193 76,334 49,382 49,1987 46,047 47,142 ,248 , 48,901 48,852
75 Toforeigners ....................... 192,510 194,139 178,260 174,625" 167,785 168,378 165,393 163,3617 160,112 159,326
76  Other branches of parent bank...... 72,921 73,522 77,770 73,764 69,606 0,007 69,261 70,943 67,174 65,996
77 Banks..........oiciiiiiieiiiaio 57,463 57,022 45,123 42,850 41,180 41,559 39,682 37,323 38,469 36,716
78  Official institutions . 15,055 13,855 15,773 16,238 16,224 16,010 15,905 14,354 14,796 15,819
79 Nonbank foreigners . 47,071 51,260 39,594 41,7737 ,775 40,802 40,545 40,7417 39,673 40,795
80 Other liabilities ..................... 11,232 9,847 10,087 9,766 A 10,244 10,543 9,150" 8,926 8,499

United Kingdom
81 Total, all currencies.................. 161,067 158,732 144,385 151,118 150,276 149,607 152,456 148,599 150,835 148,538
82 Negotiable CDs? . n.a. n.a. 34,413 34,151 35,819 33,913 32,708 31,260 30,788 29,419
83 To%Jnited States 53,954 55,799 25,250 25,158 25,547 % 27,933 29,4227 29,901 26,705
84 Parentbank ............... 13,091 14,021 14,651 14,336 14,592 13,893 18,167 19,330 19,845 16,783
85  Other banks in United States 12,205 11,328 3,125 2,839 3,526 2,602 2,453 2,974 2,264 1,965
86 Nonbanks............... 8,658 30,450 7,474 7,983 7.429 8,463 7,313 7,118 7,792 7,957
87 To foreigners ................ 99,567 95,847 77,424 82,317 79,671 80,646 81,446 78,5257 80,724 82,666
88  Other branches of parent banl 18,361 19,038 21,631 22,348 20,233 20,175 21,932 23,389 21,858 21,954
89 Banks 44,020 41,624 30,436 31,518 2,041 33,102 32,200 28,581 32,326 ,088
90  Official institutions . 11,504 10,151 10,154 10,823 10,824 10,812 10,519 9,676 10,093 10,956
91  Nonbank foreigners 5,682 25,034 15,203 17,628 16,573 16,557 16,795 16,879 16,447 17,668
92 Other liabilities .......... 7,546 W0 ,29 4 ,239 X 10,369 9.39 9,422 9,748
93 Total payable in U.S. dollars .. ........ 130,261 131,167 117,497 115,068 112,816 111,263 112,681 112,697 112,073 108,152
94 Negotiable CDs3 .. n.a. n.a. 33,070 31,906 33,380 31,574 30,570 29,337 28,845 27,655
95 To United States . 53,029 54,691 24,105 23,119 23,329 22,854 25,581 27,756" 28,150 24,967
96  Parent bank . 12,814 13,839 14,339 13,773 13,995 13,350 17,651 18,956 19,461 16,513
97  Other banks in U 12,026 11,044 2,980 2,628 ,309 2,479 ,295 2,826 2,090 1,835
98 Nonbanks................. 28,189 29,808 6,786 6,718 6,025 7,025 5,635 5,974 6,599 6,619
99 To foreigners ................ 73,477 73,279 56,923 56,208 52,245 52,469 52,091 51,9807 50,762 51,686
100  Other branches of parent ban 14,300 15,403 18,294 18,241 15,999 15,480 16,687 18,493 16,614 16,829
101 Banks..................... 28,810 29,320 18,356 16,975 15,787 17,053 15,840 14,344 14,872 14,457
102 Official institutions 9,668 8,279 8,871 9,005 9,055 877 8,357 7,661 8,242 8,747
103 Nonbank foreigners. 20,699 20,277 11,402 11,987 404 11,059 11,207 11,482 11,034 11,653
104 Other liabilities ....... 3,755 3,197 s ,83 3,862 .3 4,439 3,624 4,316 ,844
Bahamas and Caymans

105 Total, all currencies. ................. 145,156 152,083 146,811 138,780 135,519 135,262 133,648 142,058 130,413 128,851
106 Negotiable CDs? . n.a. n.a. 615 356 686 745 747 610 1,076 1,237
107 TogUnited States 104,425 111,299 102,955 96,044 94,375 92,978 92,508 103,548 91,943 91,705
108  Parent bank . 47,081 50,980 47,162 43,5827 44,647 43,083 3,509 44,546 38,850 39,380
109 Other banks in United States 8,466 16,057 13,938 12,152 12,092 11,946 11,874 12,778 11,185 10,854
110 Nonbanks 38,878 44,262 41,855 40,3100 37,636 37,949 37,125 46,224 41,908 41,471
111 To foreigners ................ 38,274 38,445 40,320 39,659 37,668 38,787 37,307 35,053 35,271 33,773
112 Other branches of parent ban 15,796 14,936 16,782 17,632 16,023 17,201 15,593 14,075 14,755 13,072
113 Bapks..................... . 10,166 11.876 12,405 11,443 11,420 11,120 10,954 10,669 11,108 10,842
114 Official institutions ................ 1,967 1,919 2,054 1,687 1,763 1,872 2,278 1,776 ,50: 1,737
115 Nonbank foreigners................ 10,345 11,274 9,079 8,897 8,462 8,594 8,482 8,533 7,903 8,122
116 Other liabilities ..................... 2,457 2,339 2,921 2,721 2,790 2,752 3,083 2,844 2,123 2,136
117 Total payable in U.S. dollars . ......... 141,908 148,278 143,582 134,893 131,226 130,992 129,578 138,322 126,536 124,572

3. Before June 1984, liabilities on negotiable CDs were included in liabilities to
the United States or liabilities to foreigners, according to the address of the initial

purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period

1985 1986
Item 1983 1984
Aug. Sept. Oct. Nov. Dec. Jan.? Feb.r
FTotall ... o 177,950 | 180,852 | 181,131 [ 180,328 | 178,331 | 179,931 | 178,743 | 180,768 | 179,921

25,534 26,089 23,340 25,889 27,014 29,276 26,611 28,228 26,469
54,341 59,976 60,921 56,493 54,398 54,331 53,252 53,294 54,420

68,514 69,019 75,117 76,181 74,972 74,695 77,447 77,809 78,400
5,800 3,550

By type

2 Liabilities reported by banks in the United States?.
3 U.S. Treasury bills and certificates?
U.S. Treasury bonds and notes
451 Marketable. ...l
6

Nonmarketable ........................ 7,250 X 3,550 i 3,550 3,550 3,550 3,550 2,750
U.S. securities other than U.S. Treasury secu 22,311 19,668 18,382 18,215 18,397 18,079 17,883 17,887 17,882
By area
67,645 69,776 75,234 74,514 74,257 76,832 74,290 74,328 72,454
2,438 1,528 1,664 1,561 B 1,507 1,314 1,1t 1,762
6,248 8,561 9,531 10,539 10,100 10,871 11,121 11,506 10,218
92,572 93,954 89,606 88,326 87,288 85,836 A 89,083 ,24
958 ,264 1,110 . 1,410 1,629 1,824 k 1,779
8,089 5,468 4,166 3,991 3,690 3,256 3,199 2,836 3,465
1. Includes the Bank for International Settlements. 5. Debt securities of U.S. government comorations and federally sponsored
. Principally d d deposits, time deposits, bankers P - g and U.S. corporate stocks and bonds.
cial paper, negotiable time certificates of deposit, and borrowings under repur- 6. Includes countries in Oceania and Eastern Europe.
chase agreements. Note. Based on Treasury Department data and on data reported to the
3. Includes nonmarketable certificates of indebtedness (including those pay- Treasury Department by banks (including Federal Reserve Banks) and securities
able in forei%n currencies through 1974) and Treasury bills issued to official dealers in the United States.
institutions of foreign countries.

4. Excludes notes issued to foreign official nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

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

1985
Item 1982 1983 1984
Mar. June Sept. Dec.”

| Banks’ own liabilities.............cooiii i 4,844 5,219 8,586 7,992 10,238 12,168 15,168
2 Banks’ own ClaimS . ... ... i e i 7,707 7,231 11,984 12,565 14,179 15,125 16,088
I 0 T T2 4,251 2,731 4,998 5.941 7,362 8,498 8,329
4 Otherclaims .......o.vviviiiiiriiiiiieiii it 3,456 4,501 6,986 6,625 6,817 6,627 7,759
5 Claims of banks’ domestic customers!................ccoiiune 676 1,059 369 440 243 328 832

1. Assets owned by customers of the reéxming bank located in the United NoTe, Data on claims exclude foreign currencies held by U.S. monetary
States that represent claims on foreigners held by reporting banks for the accounts authorities.

of their 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

1985 1986

1984
Aug. Sept. Oct. Nov. Dec. Jan. Feb.?

Holder and type of liability 1982 1983
1L Allforeigners ............cocovvviiviininninanns 307,056 | 369,607
2 Banks' own liabilities.............. e 227,089 | 279,087
3 Demand deposits. ...t 15,889 17,470
4 Timedeposits!........oooiiiiviiiiinienrnnnns 68,797 90,632
S Other2. . ...i.iieiseiirunieneroroneeronsenns 23,184 25,874
6 Own foreignoffices’..........ccvvvviviainnnn. 119,219 | 145,111
7 Banks' custody liabilitiesé.......... PN 79,967 90,520
8 U.S. Treasury bills and certificates’ ............ 55,628 | 68,669
9  Other negotiable and readily transferable
instrumentsb............. ol 20,636 17,467
10 Other.....oooviiiivniiniiiiiiiieiiniaaeienns 3,702 4,385
11 N y international and regionsl
organizations”. ................ceiieens 4,922 5,957
12 Banks' own liabilities.................... ... .0 1,909 4,632
13 Demand deposits...........cooovviienviiiin 106 297
14 Timedeposits!.........ociviiviiaiinrnnrnanns 1,664 3,584
15 OtherZ ... . .oy 139 750
16 Banks’ custody liabilities*................... e 3,013 1,325
17 U.S. Treasury bills and certificates............. 1,621 463
18  Other negotiable and readily transferable
instrumentsS......... ... 1,392 862
19 Other.......covvvviviiiiiiiiinaes [N 0 0
20 Officlal institutions® . ..........................0 71,647 | 79,876
21 Banks’ own liabilities..............coo0eviiiinn 16,640 19,427
22 Demand deposits.............oooiiiiiiiiiiin 1,899 1,837
23 Timedeposits!...... ..ot 5,528 7,318
24 Other? ....ovveivenievnieinnnans e 9,212 10,272
25 Banks’ custody liabilities?........ PO 55,008 60,448
26 U.S. Treasury bills and certificates’ ............ 46,658 54,341
27  Other negotiable and readily transferable
instrumentss. ... .. . i iieieiieeans 8,321 6,082
28 Other.........coveviiiiiiiiieiinianiineninns 28 25
29 BANKS? .. ..ot 185,881 | 226,887
30 Banks' own liabilities........................... 169,449 | 205,347
31 Unaffiliated foreignbanks ..................... 50,230 60,236
32 Demand deposis. ............ooeeieiiniiins 8,675 8,759
33 Time deposits! . .......oiiiiiiiiiiiiie 28,386 37,439
34 [0 13,169 14,038
35  Own foreign offices? .......coiiiiieiiiiiniid 119,219 | 145,111
36 Banks' custody liabilities4....................... 16,432 21,540
37 U.S. Treasury bills and certificates............. 5,809 10,178
38  Other negotiable and readily transferable
instrumentsb. ... o 7,857 7,485
39 Other. ..ottt e 2,766 3,877
40 Other foreigners...............cooviiiiininians 44,606 56,887
4] Banks' own liabilities..................co00vien 39,092 49,680
42 Demand deposits. ... 5,209 6,577
43 Time deposits......coovvviiiviniriiininiaenes 33,219 42,290
44 Other? .......c.viiiieieiiiiaeiianenieeasns 664 813
45 Banks’ custody liabilities* .. ..................... 5514 7,207
46  U.S. Treasury bills and certificates............. 1,540 3,686
47  Other negotiable and readily transferable
instrumentsS. . ... i 3,065 3,038
48 T 908 483
49 MEMo: Negotiable time certificates of
deposit in custody for foreigners ............. 14,307 10,346

407,306 | 420,118 | 420,801 | 418,488 | 421,398 | 434,671" | 430,562 | 435,639

306,898 | 321,300 | 323,382 | 322,801 | 324,106 | 340,373" | 334,778 | 339,276

20,926 18,450 | 20,959 | 21,1077 | 19,647 19,656

110,413 | 119,024 | 115,221 | 114,438 | 114,302 | 116,716/ [ 114,334 | 116,622
26,268 25,711 29,754 | 28,932 29,856 | 29,468" [ 130,721 ,

150,646 | 158,830 | 157,481 | 160,981 | 158,989 | 173,0827 [ 170,076 | 171,618

100,408 98,818 | 97,419 | 95,684 | 97,292 94,298 95,784 96,362
76,368 75,699 ¢ 73,398 72,163 73,189 | 68,785 69,801 72,631

18,747 16,707 17,160 16,755 16,979 17,964 17,930 15,547
5,293 6,412 6,861 6,766 7,124 7,549 8,054 8,184
4,454 7,383 7,467 6,766 7,803 5,566 7,487 9,997
2,014 5,569 3,275 1,842 1,535 2,366 2,714 4,456

25 2 24 252 96

4 52 3 143 85 184
1,267 4,366 2,261 1,299 1,051 2,067 2,369 4,022
493 951 m 399 233 214 250 250
2,440 1,784 4,192 4,924 6,268 3,200 4,773 5,540
916 742 2,759 3,636 5,069 1,736 3,216 4,219

1,524 1,042 1,433 1,287 1,195 1,464 1,556 1,322
0 1 0 1 5 0 1 0

86,065 84,261 82,382 | 81,412 | 83,608 79,862 | 81,522 80,889

19,039 17,836 20,262 21,178 23,323 20,825" | 22,585 22,069
1,823 1,538 2,151 1,707 2,018 2,077 1,601
9,374 9,340 8,954 10,277 10,523 10,935" | 10,675 10,332
7,842 6,959 9,157 9,195 10,783 7,813 | 10,272 10,136

67,026 | 66,425 | 62,120 | 60,234 | 60,284 | 59,037 58,937 58,820
59,976 | 60,921 56,493 | 54,398 | 54,331 53,252 53,294 54,420

6,966 5,291 5,492 5,767 5,848 5,711 5,526 4,052
84 213 135 69 105 75 348

248,893 | 256,478 | 257,733 | 287,323 | 255,089 | 274,991 | 266,164 | 269,114

225,368 | 234,231 | 235,106 | 235,372 | 233,226 | 252,290" | 243,460 | 246,454
74,722 73,401 77,625 74,391 74,237 79,208 1 73,384 74,836
10,556 8,594 10,468 9,045 10,043 10,271 9,792 9,658
47,095 49,873 | 48,779 | 47,833 46,797 48,962 | 44,733 45,609
17,071 16,935 18,377 17,514 17,397 19,975 | 18,860 19,569

150,646 | 158,830 { 157,481 | 160,981 | 158,989 | 173,082r | 170,076 | 171,618

23,525 2,44 1 22,627 | 21,951 21,8327 | 22,701 22,704 22,661
11,448 9,966 9,952 9,897 9,429 9,554 9,223 9,501

7,236 6,569 6,462 5,906 5,853 6,153 5,990 5,876
4,841 5,710 6,213 6,148 6,551 6,994 7,491 7,283

67,894 | 72,029 | 73,219 | 72,984 | 74,928’ | 74,251'| 75,390 75,638
60,477 63,664 | 64,740 | 64,409 | 66,021 64,8927 | 66,020 66,297

6,938 7,351 8,064 8,646 8,673 8,122 8,212
52,678 55,446 | 55,227 35,029 55,932 54,752 | 56,558 56,659
861 867 1,449 1,825 1,444 1,467 1,340 1,425

7417 8,365 8,479 8,575 8,907 9,359 9,370 9,341

4,029 4,071 4,193 4,232 4,360 4,243 4,067 4,491

3,021 3,805 3,774 3,795 4,084 4,636 4,858 4,297
367 489 513 548 463 4 444

10,476 8,903 9,228 9,088 9,152 9,845 9,612 7,386

1. Excludes negotiable time certificates of deposit, which are included in
*‘Other iable and readily transferable instr s
2. Includes borrowing under repurchase agreements.
3. U.S. banks: includes amounts due to own foreign branches and foreign
bsidiaries consolidated in ‘“C lidated Report of Condition’’ filed with bank
reg y ag A ies, branches, and majority-owned subsidiaries of
foreign banks: principnlfy 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 S,

5. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

6. Principallg 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.”
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Bank-Reported Data AS9

1985 1986
Area and country 1982 1983 1984
Aug. Sept. Oct. Nov. Dec. Jan, Feb.r
307,056 | 369,607 | 407,306 | 420,118 | 420,801 | 418,485 | 421,398 | 434,6717| 430,862 | 435,639
302,134 | 363,649 | 402,852 | 412,765 | 413,334 | 411,719 | 413,598 | 429,1057| 423,075 | 425,642
117,756 | 138,072 | 153,145 | 160,095 | 157,265 | 158,893 | 163,483 | 163,4387| 161,204 | 156,783
519 585 615 711 767 613 655 693 692 769
2,517 2,709 4,114 5.416 5,725 5,262 5,55 5,214 5,137 4,732
509 466 438 617 778 558 624 513 536 533
748 531 418 n 350 594 497 491 73 506
8,17t 9,441 12,701 15,626 15,741 15,984 15,863 15,540 15,631 15,148
5,351 3,599 3,358 5,359 5224 4,366 7,265 4,835 5,622 5,309
537 520 699 593 S 574 664 551
5,626 8,462 10,762 9,537 9,088 9,717 9,069 9,642" 7,739 7.210
1362 4, 4,731 4,588 4,568 \ 4,359 42127 4, 4,024
1,567 1,673 1,548 1,156 1,043 1,132 1,008 781
388 373 597 1 619 652 9 685
1,405 1,603 2,082 2,034 2,140 2,094 2,122 2,113 1,899 1,792
1,390 ,799 1,676 K 1, 1,760 1,482 1,344 1,622 1,693
066 32,246 31,740 | 29,473 29290 | 28,495 992 28,742 26,119 K
296 467 584 516 417 288
48,172 60,683 68,671 73,530 | 70,540 | 73,913 74,643 76,5717 80,549 79,706
499 562 602 647 675 673 600
7, 7,403 7,192 6,884 7,432 7,403 8,619 9,635 7,643 6,472
50 65 79 45 37 51 36 105 43 64
576 596 537 503 477 429 533 523 369 427
12,232 16,026 16,059 16,739 17,358 16,288 16,428 17,426 18,037 21,464
25 Latin America and Caribbean 114,163 | 140,088 | 153,381 | 157,638 | 157,480 | 157,227 | 155,209 | 167,745/| 161,112 | 160,488
36 Argentina 578 4,038 4,394 5187 5.634 5,872 5.899 6,029 5,786 5,549
27 B as 44,744 55,818 56,897 55,497 53.694 54,518 53,398 57,621 53,532 54,288
28  Bermuda 1,572 ,266 2,370 2,741 2,124 2,238 2,415 2,765 2,596 2,383
29 Brazil...... 2,014 ,168 5,275 5,918 5,894 5,861 5,614 5,369 6,049 5,885
30  British West 26,381] 34,545 36,773 38,359 38,931 37,163 35,863 42,645 40,469 40,762
31 ile ... 1,626 1,842 2,001 1,966 1,907 1,940 2,867 2,042 2,019 1,
32 Colombia. 594 689 2,514 2,543 2,599 2,562 . 3,102 , 3,129
33 Cuba.... 9 8 10 3 64 3 6
34 Ecueador . 455 1,047 1,092 1,043 1,251 1,029 1,255 1,238 1,211 1,172
35 670 788 896 S K 957 1,087 1,071 N 1,132
36 126 109 183 152 122 150 122 2 126
37 8,377 10,392 12,303 13,381 13,809 13,610 13,948 14,045 13,702 13,253
38 3,597 879 4,220 4,364 4,973 4,617 4,875 X 3
39 4,805 5,924 ,951 4 7.168 8,251 , 506 7.4927 7.416 7,147
40 1,147 1,166 1,266 1,143 1,158 K 1,124 1,166 1,1 ,100
44 759 1,244 1,394 1,557 1, 1, 1,534 1,549 1,730 1,726
42 8,417 8,632 10,545 0, 11,121 11,404 11,345 11,919 11,467 11,739
43 3,291 3,535 297 4,414 X 4,381 ,661 4,683 4,571 ,533
A4 ASIR ...t 48,716 58,570 71,187 70,473 73,292 71,643 71,047 72,2667 74,874 78,821
na
45 i 203 249 1,153 1,117 1,937 1,809 1,380 1,594 1,003 1,624
46 Taiwan 2,761 4,051 4,990 6,065 , 6,455 1427 7.79 9, 9,661
47 Hong Ko 4,465 6,657 6,581 8,001 7, 7, 8,170 8,062" 8,215 8,193
48 India 433 464 507 484 473 S 71 606 629
49 Indones 857 997 1,033 1,337 1,363 1,570 1,381 1,466 1,524 1,738
Israel .. 606 1,722 1,268 885 1,189 2,118 1,595 1,598 1,458 1,358
51 Japan 16,078 18,079 | 21,640 22,537 23,597 22,059 | 21,689 23,0777{ 25,047 26,472
52 Korea . 1,692 648 730 1,580 1,657 1,751 1,685 1,6657 1,503 1,602
53 Philippi 770 1,234 1,383 1,694 1,607 1,325 1,189 1,140 928 1,086
54 i . 629 47 1,257 1,073 1,029 1,014 1,066 1,358 1,199 1,141
55 Middle-Eas 13,433 12,976 16,304 14,817 15,352 15,252 14,941 14,523 13,175 16,292
56 Other Asia ....... 789 ,748 12,841 10,885 10,713 9,852 9,961 9,276 9,122 9,025
57 Africa ... 3,124 2,827 3,396 3,501 3,635 3,723 3,989 4,883 4,643 4,347
58 Egypt.. 432 671 647 3 885 780 1,363 K
59 orocco . 81 84 118 162 157 140 145 163 98 92
60 292 449 328 420 370 404 462 388 567 421
61 23 87 153 103 115 136 140 163 73 (]
62 1,280 620 1,189 1,092 1,049 1,076 1,407 1,494 1,644 1,607
63 1,016 917 961 1,021 K 1,056 13127 1,182 1,150
64 Other countrie 6,143 8,067 5,684 4,319 4,303 3,945 3,440 3,347 3,205 3,739
65 904 7.857 5,300 3,850 3,762 3,451 2,906 2,779 2,707 3,024
66  All other .. 239 210 384 469 541 494 534 568 498 714
67 Nonmonetary international and regional
4,922 5,957 4,454 7,353 7,467 6,766 7,803 5,566 7,487 9,997
4,049 5273 3,747 6,458 6,542 5,770 6,952 4,551 6,109 8,801
517 419 587 739 796 646 380 894 909 863
357 265 120 156 129 350 271 121 470 333
L lncludes the Bank for International Settlements. Beginning April 1978, also 4. Comprises Algeris, Gabon, Libya, and Nigeria.
i rn Europ countries not listed in fine 23. 5. Asian, African, Middle Eastern, and European regional o izations,
2. Bcgmmng Apnl 1978 comprises Bltﬂsam Czechoslovakxa. the German except the Bank for International Sett!emenls, which is included in “‘Other
om:

Democratic Republic, Hunsary ania.

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

Western Europe.”
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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

1985 1986
Area and country 1982 1983 1984
Aug. Sept. Oct. Nov. Dec. Jan. Feb.?

i € 355,705 | 391,312 | 399,422 | 387,607 | 392,778 | 380,586 | 384,041 | 403,209 | 385,805 | 389,537
2 Foreigncountries...................cooiiiiie 385,636 | 391,148 | 398,623 | 387,168 | 392,395 | 379,787 | 383,429/| 402,178 | 384,513 | 388,922
3 Europe ... 85,584| 91,927 98,274 | 100,711 | 105,734 | 101,668 | 106,440 | 108,3607| 103,643 | 100,097
Austria .......... 229 401 433 703 763 673 614 598 485 561

5  Belgium-Luxembour 5,138 5,639 4,794 5,501 6,147 5,882 6,801 5,7417 5,831 5,257
Denmarl 554 1,275 648 492 615 636 558 706 864 940
1,044 898 738 90: 789 909 823 843 741

6
7 Finland . 990 5

8 7,251 8,766 9,157 10,287 11,029 10,190 9,785 9,134’ 9,107 7.980
9 948 999 1,036 1,355 1,257 1,208 1,307
452 476 817 959 1,016 966 854 91 933 884
7,560 9,018 9,119 6,532 7,436 7,597 7,765 8,833 7.477 6,929
1,425 1,267 1,356 1,200 1,297 Lilo 1,389 1,258 1,248 1,249
572 690 675 683 858 788 755 697 692 652
950 1,114 1,243 1,181 1,211 1,141 1,123 1,058 1,021 936
3,744 3,573 2,884 2,156 2,438 2,310 2,199 1,908 1,780 1,897
3,038 3,358 2,230 2,496 2474 2,643 2,546 2,203 2,174 2,278
1,639 1,863 2,123 2,629 3,091 2,604 3,162 3,161 2,836 2,381
560 812 1,130 1,234 1,303 1,355 1,269 1,200 1,512 1,517
45,781 47,364 55,445 58,952 60,108 57,579 61,180 64,5941 61,717 60,455
1,430 1,718 1,886 1,954 1,899 1,867 1,879 1,964 1,901 1,953
368 477 96 629 699 1,206 1,082 998 717 734
199 165 128 130 169 287
1,762 1,598 1,389 1,198 1,252 1,131 1,086 1,107 1,129 1,159

13,678 16,341 16,109°{ 17,005 16,940 15,941 16,209 16,466/ | 17,274 18,281
187,969 | 205,491 [ 207,862 | 196,966 | 196,388 | 190,759 | 191,663 | 202,401 189,048 | 190,701

25 Latin America and Caribbean, .
26 Argentina .

10,974| 11,749 11,050 11,293 11,855 11,236 11,486 11,4627 11,463 11,594
27 56,6491 59,633 58, 53,559 53,414 51,236 49,015 57,7567 | 49,864 49,784
28 603 566 592 502 480 1,017 498 499 542 380
29 23,271 24,667 26,315 26,441 26,017 25,397 25,376 25,2837 25,209 25,159
30 29,101 35,527 38,205 35,861 f 34,258 37,063 38,6400 | 34,236 36,367
31 5,513 6,072 6,839 6,476 6,524 6,145 6,198 6,6037 6,525 6,487
kY] 3,211 3,745 3,499 3,205 3,195 3,210 3222 3,259 3,185 3,040
33 3 0 0 0 0 4 0 0 0 0
34 2,062 2,307 2,420 2,430 2,486 2,411 2,419 2,390 2,439 2,369
35  Guatemala’ 124 129 1 149 168 168 197 194 174 167
Jamaical .. 181 215 252 228 228 22 222 224 228 213
i 29,552| 34,802 34,885 32,375 32,349 31,720 32,424 32,2557 31,826 32,072
1,1 1,350 1,138 1,170 1, 1,071 340 1,0 1,043
10,210 k ,707 6,923 7,108 ,326 6,519 6,650 6,532 5,881
2,357 2,536 2,384 2,221 2,206 2,016 1,990 1,947 1,874 1,891
1,088 1,018 1,035 954

10,643 11,287 11,017 11,028 11,052 10,838 10,876 10,8717 10,947 11,302

1,991 . X 2,122 A 2, 2,135 2,067 2,015 ,
60,9521 67,837 66,316 63,778 64,547 62,847 60,551 66,166" [ 65,903 71,185
214 292 710 560 1,148 997 748 639 750 820
2,288 1,908 1,849 1,527 1,525 1,329 1,258 1,535 1,297 1,286
6,787 8,489 7,293 7,999 7,718 6,917 6,472 6,796 6,923 7,607
222 330 425 388 439 450 284
Indonesia 724 718 653 3 692 793
50 Israel... 2,029 1,832 2, 1,955 1,875 1,901 1,958 1,9917 1,834 1,697
51 Japan. 28,379 30,354 29,066 27,785 27,002 28,558 26,741 31,2090 32,222 36,506
52 Korea \ ) 9,285 9,337 9,223 ) 8,908 9,241 X ,099
53 Philippines 2,625 \ 2,555 ,487 2 2,239 2,285 2,224 2,206 2,236

54  Thailand .. 3 1,219 1,125 745 781 756 788 7
55 Middle East oil-ex| 3,087 3 5,044 4,116 4,845 4,576 4,239 4,298 3,975 3,869
56 Other Asia ...................00e 4,943 5,603 6,152 6,185 6,805 5,436 6,106 6,245 6,021 6,220
5,346 6,654 6,615 5,718 5,700 5,463 5.421 5.407" 5,416 5.459
3 634 685 690
353 440 583 598 592 610 584 575 591 612
2,012 2,634 2,795 2,214 2,062 1,968 1,848 1,9427 1,965 1,948
57 33 18 25 2 21 21 20 18 19
801 1,073 842 722 859 674 677 630 582 568

1,802 1,727 1,649 1,574 1,531 1,521 1,606 1,520 1,584 1,621

2,107 2,898 3,447 2,91 3,087 3,111 3,144 3,379 3,230 3,199

64 Other countries R
1,713 2,256 2,769 2,227 2,304 2,293 2,341 2,401" 2,409 2,367
642 678 764

65 Australia....

66 Allother.............c.covvnvunens . 394 783 818 803 978 821 832
67 Nonmonetary international and regional
organizations ......... ... ... cieiieien 68 164 800 438 382 768 612 1,030 1,292 616
1. Includes the Bank for International Settl Beginning April 1978, also 4. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
includes Eastern European countries not listed in line 23. United Arab Emirates (Trucial States).
2. Beginning April 1978 comprises Bu]ﬂaria, Czechoslovakia, the German 5. Comprises Algeria, Gabon, Libya, and Nigeria.
Democratic Republic, Hungary, Poland, and Romania. 6. Excludes the Bank for International Settl s, which is included in

3. Included in “*Other Latin America and Caribbean"’ through March 1978, “‘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

1985 1986
Type of claim 1982 1983 1984
Aug. Sept. Oct. Nov Dec.” Jan. Feb.?
1 Total .......oooviieiiin i 396,018 426,215 432,338 { ....... 426246 ¢ ....... | ... 432090 | ....... | .......
2 Banks' own claims on foreigners. 355,705 391,312 399,422 387,607 392,778 380,556 384,041 403,209 385,805 389,537
3 Foreign public borrowers ... 45,422 57,569 62,237 60,961 62,196 60,1 59,920 60,331 60,385 60,454
4 Own foreign offices!......... 127,293 146,393 156,216 155,375 159,520 156,011 158,752 176,535 163,369 168,998
5 Unaffiliated foreign banks. ... 121,377 123,837 124,192 118,005 118,048 113,117 114,714 116,244 112,012 110,437
6 Deposits................. 44,223 47,126 48,486 50,216 49,406 46,707 47,136 47,416 45,683 44,092
T 77,153 76,711 75,706 67,789 68,642 66,410 67,578 68,829 66,329 66,345
8 All other foreigners ................. 61,614 63,514 56,777 53,266 53,013 51,296 50,654 50,098 50,039 49,648
9 Claims of banks’ domestic customers? .. 40,310 34,903 296 | ....... 334681 ... L.l 2881 F ...
10 Deposits .......ovoiiieiiieniine, 2,491 2,969 338 f ....... 33 Lo Ll 333 ... | ool
11 Negotiable and readily transferable
instruments®.................... 30,763 26,064 23,805 ....... 4827¢F ... ] ool 19332 | ....... | ...l
12 Quistanding collections and other
claims ... 7,056 5,870 5732 | ....... 5327 ) ..o o 6214 ) ... L.l
13 Memo: Customer liability on
acceptances ..........oiihenin., 38,153 37,715 8 (1 2 0517 ... 28,180 | ....... | .......
Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States¢ .. .. 42,499 46,337 40,714 38,796" 38,2057 37,6327 37.85¢/ 37,307 38,318 n.a

1. U.S. banks: includes amounts due from own foreign branches and foreign

bsidiaries lidated in **C lidated 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 gotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. For
desscsréption of changes in data reported by nonbanks, see July 1979 BULLETIN,
p. 550.

NoTtE. Beginning April 1978, data for banks' own claims are given on a monthiy
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

1985
Maturity; by borrower and area 1982 1983 1984
Mar. June Sept. Dec.
PThotad. ..o e s 228,150 243,715 243,982 240,325 231,74 231,768 227,238
ﬁ' borrower
2 Maturity of 1 yearorless! ... 173,917 176,158 167,858 165,951 158,622 161,675 160,162
3 Foreign public borrowers 21,256 24,039 23,912 X 23,784 X 26,312
4  All other foreigners ............... 152,661 152,120 143,947 142,263 134,838 135,210 133,850
§ Maturity of over 1 year!............. 54,233 67,557 76,094 74,374 73,102 ,093 67,076
6 Foreif) public borrowers 23,137 32,521 38,695 38,169 37,535 36,257 34,510
7 Aliotherforeigners................ ..ot 31,095 35,036 7,399 36,206 35,567 33,836 32,566
By area
Maturity of 1 year or less!
50,500 56,117 58,498 60,660 55,620 57.867 56,425
,642 6,211 6,028 7,576 6,155 6,060 6,386
73,281 73,660 62,791 60,342 63,510 62,963 63,040
37,578 34,403 33,504 30,903 27,569 29,049 27,779
,680 4,199 4,442 4,109 4,003 3,954 3,753
1,226 1,569 2,593 2,360 1,764 1,782 2,779
14 11,636 13,576 9,605 8,545 8,739 8,078 7,643
15 1,931 1,857 1,882 2,18t 2,116 1,932 1,804
16  Latin America and Caribbean 35,247 43,888 56,144 55,411 53,507 52,049 50,662
17 Asig cooviiiiiiiiiiii 3,185 4,850 5,323 5,221 5,123 5212 4,502
18 Africa.......... 1,494 2,286 2,033 1,963 1,996 1,665 1,538
19 All other? 740 1,101 1,107 1,053 1,622 1,157 926

1. Remaining time to maturity.

2. Includes nonmonetary international and regional organizations.



A62 International Statistics [J June 1986

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

1984 1985
Area or country 1981 1982 1983

Mar. | June’ | Sept. | Dec. | Mar. | June [ Sept. | Dec.r

T 415.2 | 438.7 | 4373 | 435.1 | 4324 [411.9 [409.2 |411.3 | 402.5 | 403.9 | 403.5
2 G-10 countries and Switzerland. .. .. 175.5| 179.7 | 168.0 | 166.0 | 157. 148.2 | 148.0 | 152.8 | 146.9 153.1 | 1557
3 Belgium-Luxembourg ....... 13.31 13.1 12.4 11.0 10.9 9.8 8.8 9.4 .0 9.6 9.2
4 FIANCE . ..vvvreinnennieirirrasentonsenssssiraneanse 1531 17.1 16.3 159 14.2 14.3 14.1 14.6 13.6 149 12.6
L € L 129 127 11.3 11.7 10.9 10.0 9.0 8.9 9.6 9.9 11.0
6 HMaly ......ccovvevviininnen 9.6 103 11.4 11.2 11.5 9.7 10.1 10.0 8.5 8.4 9.7
7 Netherlands................ 4.0 3.6 35 34 3.0 34 39 38 3.7 34 3.9
8 Sweden............ivnn e 3.7 5.0 5.t 5.2 4.3 3.5 32 kNY 2.8 kN | 27
9 Switzerland . ... .oh i e 5.5 5.0 4.3 4.3 4.2 3.9 3.9 4.2 4.0 4.1 4.4
10 United Kingdom. .......oovvviiiiiieiiiiiiiiiinininins 70.1 | 72.1 65.4 65.1 60.6 57.5 60.0 65.1 65.7 68.0 66.9
11 Canada.......c.ovniiniiniiiirii e iieianeanas 109 104 8.3 8.6 8.9 8.1 7.9 9.0 8.0 7.5 8.0
120 JBPAN vttt e e 302 302 2.9 29.7 29.3 27.9 21.2 4.8 2.0 4.3 273
13 Other developed countries ......... 2841 337 36.1 35.7 372 36.4 139 33.0 32.5 323 30.5
14 Austria......... e s 1.9 1.9 1.9 2.0 1.9 1.8 1.6 1.6 1.6 1.7 1.5
15 Denmark ................ 23 24 34 34 3.1 2.9 2.2 2.1 1.9 2.1 24
16 Finland.................... 1.7 2.2 24 2.1 23 1.9 1.9 1.8 1.8 1.8 1.6
17 Greece........coovevvnienns 2.8 3.0 28 3.0 33 32 2.9 2.9 2.9 2.8 2.6
18 Norway ........coovvvivinnens 31 33 33 32 3.2 32 3.0 29 29 34 2.9
19 Portugal ................... 1.1 1.5 1.5 14 1.7 1.6 1.4 1.4 1.3 1.4 13
20 Spain........oieiiiiians 6.6 7.5 7.1 71 7.3 6.9 6.5 6.4 5.9 6.2 58
21 TURKEY . ooe i e i 1.4 1.4 1.7 1.9 20 20 1.9 1.9 2.0 2.1 L9
22 Other Westem Burope ........coviveviviviniiinininoinnes 2.1 2.3 1.8 1.8 1.9 1.7 1.7 1.7 1.8 1.7 2.0
23 South AffiCa .. vvvnviin i 2.8 3.7 4.7 4.8 4.7 5.0 4.5 4.2 3.9 3.3 32
24 AUStralia .. ... e e i e 2.5 4.4 5.5 5.2 58 6.3 6.2 6.2 6.4 58 52
25 OPEC cOUMHES? .. .ovu\eet et et atnerenaeennnannnnse 48| 274 28.9 28.6 27.0 25.2 25.8 254 23.8 4.1 21.8
26 Ecuador................... 22 2.2 2.2 2.1 2.1 2.1 22 22 2.3 23 2.2
27 Venezuela ............oiiin 99| 10.5 99 9.7 9.5 9.2 9.3 9.3 9.3 9.2 8.9
28 Indonesia.................. 2.6 3.2 3.8 4.0 4.3 4.0 39 38 3.6 3.6 34
29 Middle East countries 715 8.7 10.0 9.8 8.4 74 8.2 7.8 6.6 6.7 5.7
30 Africancountries ............... 2.5 28 3.0 3.0 2.7 2.5 23 23 2.2 23 1.6
31 Non-OPEC developing countries ..........ooovvvnieiienen 96.3 | 107.1 | 111.6 | 112.2 | 1138 | 1127 [ 1129 | 1118 | 111.0 111.2 | 106.8

Latin America
32 9.4 8.9 9.5 9.5 9.2 9.1 8.7 8.6 8.6 9.3 8.9
33 19.1 229 23.1 25.1 254 26.3 26.3 26.4 26.6 26.1 25.6
34 5.8 6.3 6.4 6.5 6.7 7.1 7.0 7.0 6.9 6.9 6.9
35 2.6 3.1 3.2 31 3.0 2.9 2.9 2.8 2.7 2.6 2.7
36 2161 24.5 26.1 25.6 26.2 26.2 26.0 25.7 25.6 25.2 25.3
37 2.0 2.6 24 23 23 22 2.2 2.2 2.1 2.0 1.8
38 4.1 4.0 4.2 4.4 4.1 3.9 39 37 3.6 3.5 34
39 2 2 3 3 .6 5 N T 3 1.1 5
40 5.1 5.3 53 4.9 5.4 53 5.3 54 5.5 5.2 4.5
41 3 6 1.0 L0 1.0 1.1 1.0 1.0 1.0 1.2 1.4
42 2.1 2.3 1.9 1.6 1.9 1.7 1.8 1.7 2.3 1.5 1.6
43 94| 109 1.3 1.1 113 10.5 10.9 10.6 10.3 10.7 9.7
44 Malaysia. .. 1.7 2.1 29 28 29 31 30 2.9 3.0 29 2.5
45  Philippines. 6.0 6.3 6.2 6.7 6.3 5.9 6.0 6.1 6.0 6.1 5.8
46 Thailand. .. 1.5 1.6 22 2.1 19 1.8 1.8 1.7 1.6 1.6 1.4
47 OtherAsia.............ocovvvus 1.0 1.1 1.0 9 1.1 1.0 1.2 11 1.0 1.1 1.1
Africa

48 Egypt......... i 1.1 1.2 1.5 1.4 1.4 1.2 1.2 1.1 1.0 1.0 1.0
49 orocco. 7 7 8 8 8 8 .8 8 8 9 9
50 Zaire........ocveiiiiieiinins 2 .1 .1 1 1 1 A 1 1 .1 B
51 Other Africa%. .. .vei v iiieieniiiniirinereaes 23 2.4 23 2.2 1.9 1.9 2.1 2.2 2.0 2.0 1.9
52 Eastern EUrope. . .....coovviininniiiiiiiiiiii i 7.8 6.2 53 4.9 49 4.5 4.4 4.3 4.3 4.6 4.1
53 S.S.R, .. .6 3 2 2 2 2 . 2 3 2 .1
54  Yugoslavia. 2.5 2.2 24 2.3 23 2.3 2.3 2.2 2.2 2.5 2.2
55 Other............. 4.7 3.7 28 25 24 2.1 2.0 1.9 1.8 1.9 1.8
56 Offshore banking centers 6371 66.8 70.5 71.4 74.6 67.4 67.0 66.9 66.8 61.4 67.4
57 B as .. 190 190 218 24.6 27.5 23.8 21.5 219 2.0 16.9 21.6
58 Bermuda 7 9 9 g N 1.0 9 J 9 8 N
59 Cayman Islands and other B 124 129 12.2 12.0 12.2 111 11.7 124 12.4 12.5 13.4
60 Netherlands Antilles 3.2 33 4.2 33 33 3.1 34 33 3.2 23 23
61  Panama 7.7 7.6 6.0 6.3 6.6 5.7 6.8 5.7 5.5 6.2 6.2
62 Lebanon 2 .1 .1 Bl A 1 .1 1 1 .0 1
63 Hong Kong 1.8{ 13.9 15.0 14.4 13.9 13.1 12.8 12.9 13.1 13.2 13.3
64  Singapore. . 8.7 9.2 10.3 10.0 10.3 9.5 9.8 10.0 9.7 9.4 9.8
65 Others’.......... B 0 .0 0 0 0 0 0 0 .0 0
66 Miscel) and unallocatedS. ......................il 18.8 17.9 17.0 16.3 17.4 17.4 17.3 17.1 17.3 17.6 17.1

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 minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another

1

Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well
as Bahrain and Oman {(not formally members of OPEC).

3. Excludes Liberia.

4. Includes Canal Zone beginning December 1979,

s, Fore|§n branch claims only. .

6. Incl New Zealand, Liberia, and international and regional orgeniza-

foreign branch of the same banking institution. The data in this table

foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3.18 (excluding those held by agencies and branches of

foreign banks and those constituting claims on own foreign branches).

2. Besides the Organization of Petroleum Exporting Countries shown individ-
ually, this group includes other members of OPEC (Algeria, Gabon, Iran, Iraq,

tions.

7. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for *'shell”” branches
from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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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

1984 1985
Type, and area or country 1981 1982 1983
Sept. Dec. Mar. June Sept.
L T L N 28,618 21,512 28,346 31,438 29,387 26,243 24,591 25,012
2 Payableindollars ...l 24,909 24,280 22,233 28,538 26,389 23,466 21,945 22,3427
3 Payable in foreign currencies ..............ooooiinuts 3,709 3,232 3,13 2,900 2,968 2,777 2,646 2,670
Byope .
4 Financial liabilities ........................ Cerraas 12,157 11,066 10,572 16,488 14,509 11,722 11,489 11,743
5  Payebleindollars ....................... e 9,499 8,858 8,700 14,602 12,553 9,873 9,533 9,780-
6 Payable in foreign currencies ............. e 2,658 2,208 1,872 1,886 1,955 1,849 1,956 1,963
7 Commercial liabilities. ..................... PR 16,461 16,446 14,774 14,950 14,849 14,521 13,103 13,269
8 Trade payables ............ 10,818 9,438 7,765 7,015 7,005 7,052 35,854 5,576
9  Advance receipts and other liabilities 5,643 7,008 7,009 7,936 7,843 7,469 7,249 7,693
10 Payableindollars ................cociiiniiiiae 15,409 15,423 13,333 13,936 13,836 13,593 12,413 12,562
il Payable in foreign currencies ....................0 1,052 1,023 1,241 1,014 1,013 928 690 707
area or coun
gymxncml habllmrz
120 BUIOPE . vviiii i 6,825 6,501 5,742 6,697 6,728 6,138 5934 6,5347
13 Belgium-Luxembourg 471 505 302 428 471 298 35t 367
14 France.......c..ooiiiiiiiiieiiiiiieiii i 709 783 843 910 5 896 865 849
15 Germany . 491 467 502 521 489 506 474 493
16 Nelherlnnds 748 711 621 605 590 619 604 6247
17 Switzedand. ... 715 792 486 Sl4 569 541 366 593
18 3,565 3,102 2,839 3,470 3,297 3,039 2,825 3,318
19 963 746 764 825 863 840 850 826/
20 3,356 2,751 2,5% 7,253 5,086 3,147 3,106 2,619
21 1,279 904 751 3,052 1,926 1,341 1,107 1,1457
2 7 14 13 11 13 25 10 4
23 2 28 32 33 35 29 27 23
2% 1,241 1,027 1,041 3,271 2,103 t,521 1,734 1,234
25 102 121 213 260 367 25 32 28
26 98 114 124 130 137 3 3
27 976 1,039 1,424 1,662 1,777 1,555 1,555 1,728
28 92 715 991 1,174 1,209 1, 965 1,098
29 75 169 170 151 155 124 147 82
L 1 . 14 17 1% 16 14 12 14 14
31 Qil-exporting countriesd..............oooiiin 0 0 0 1 0 0 0 0
32 Allother' ... . ..o 24 12 27 kM 41 31 30 22
Commercial liabilities
I 3 3,770 3,831 3,245 4,052 4,001 3.519 3,485 3,894
kil Beﬁum-Luxembourg ........................... 71 52 62 34 48 37 53 36
35 France........oooiiiiiiiiiiniiieniniiinnes 573 598 437 430 438 401 425 432
36 GEIMANY . ..ot eiainiirevirarrsraesenenan 545 468 427 561 622 590 43} 601
37 Netherlands ...........covviiiiiiiiininnienns 220 346 268 238 245 272 284 386
38 itzerland, ... ..o e 424 367 241 405 257 233 353 293
39 United Kingdom ................oooiiviiiinnn 880 1,027 732 1,224 1,095 752 740 869
40 Canada .........eiiiiiiiii e 897 1,495 1,841 1,906 1,975 1,727 1,494 1,384
41 1,044 1,570 1,473 1,780 1,871 1,17 1,244 1,237
42 2 16 1 1 7 1 12 2
43 67 117 67 110 114 112 77 105
4 67 60 4 68 124 101 9% 120
45 2 32 6 8 k?] 21 1 15
46 340 436 585 641 586 654 492 415
47 276 642 432 628 636 395 309 283
48 9,384 8,144 6,741 5,547 5,285 5,721 5,259 5,197
49 1,094 1,226 1,247 1.4 1,256 1,241 1,232 1,429
50 7.008 5,503 4,178 2,364 2,372 2,786 2,396 2,09
51 AMHCA ..vvviiniii i i 703 753 553 597 588 765 633 570
52 Oil-exporting countries?..........ooveeeiiiiins 344 277 167 251 233 294 265 235
53 Allother* .........ooviiiiiniiniiiiiiiniieninnens 664 651 921 1,068 1,128 1,070 988 988
1. For a description of the changes in the Inter ! S tables, see 3. Comprises Algeria, Gabon, Libya, and Nigeria.

July 1979 BuLLETIN, p. 550.

4, Includes nonmonetary international and regional organizations.

2, Comprises Bahrain, Iran, Iraq, )Kuwm Oman, Qatar, Saudi Arabia, and 3. Revisions include a reclassification of t.ranuctlons, which also affects the

United Arab Emirates (Trucial States

totals for Asia and the grand totals.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS

United States!
Millions of dollars, end of period

Reported by Nonbanking Business Enterprises in the

1984 1985
Type, and area or country 1981 1982 1983
Sept. Dec. Mar. June Sept.
R I 36,185 28,728 M1 30,939 29,839 28,672 26,968 28,9677
2 Payableindollars .............coiiiiiiiiiiiieae 32,582 26,085 31,815 28,148 27,242 26,100 24,339 26,1017
3 Payable in foreign currencies .......... .00 ciiiiiinn ,603 2,640 ,096 792 2,597 2,57 2,629 2,866
By type
4 Financial claims ...........ooiiiiiiiiinineieonins 21,142 17,684 23,780 20,435 19,192 18,375 16,512 19,0247
5 SILS 2 15,081 13 058 18,496 15,626 14,559 14,368 12,657 15,1357
6 l?:yable indollars .....oovviiiiiiiiiii e 14,456 12 628 17,993 15,187 14,140 13,871 12,101 14,432"
7 Payable in foreign currencies .................... 625 503 439 420 497 556 704
8  Other financial claims. ..............cooeeiiiiinns 6,061 4,626 5,284 4,808 4,633 4,007 3,856 3,889
9 Payableindollars ............ ...l 3,599 2,979 3,328 3,116 3,190 2,442 2,375 2,3517
10 Payable in foreign currencies . ..................0 2,462 1,647 1,956 1,693 442 1,565 1,480 1,538
11 Commercial claims .. .......cooviiiiinvneniinnenens 15,043 11,041 11,131 10,508 10,646 10,297 10,456 9,943
12 Trade receivables ...........ooovviiviiiiiineenen. 14,007 9,994 721 ,012 9,177 8,784 9,089 8,406
13 Advance payments and other claims................ 1,036 1,047 1,410 1,493 1,470 1,513 1,367 1,537
14 Payableindoflars..................ooiiiiienn 14,527 10,478 10,494 9,845 9,912 9,787 5,863 2,319
15 Payable in foreign currencies ...................... 516 563 637 659 735 510 592 624
By area or country
Financial claims
16 Burope .. ..ottt 4,596 4,873 6,488 5,783 5,754 5,774 5,445 6,452r
17 Belgium-Luxembourg...................co00vhee 43 15 37 15 15 29 15 12
18 France....... ..ot 285 134 150 151 126 92 54 132r
19 GeIMANY . ...t erenans 224 178 163 192 224 196 175 158"
20 Netherlands . ........cooviiiiieiriiiiivinennes 50 97 n 62 66 81 46 127
21 Switzerland. . ... i e 117 107 38 64 66 46 16 531
22 United Kingdom .............cooiiiiiiniinnn 3,546 4,064 5,817 5,068 4,856 5,042 4,867 5,725¢
23 Canada ..., e et 6,755 4,377 5,989 4,492 3,979 3,934 3,747 4,022"
24 Latin America and Caribbean...................... 8,812 7,546 10,234 8,987 8,170 7,612 6,475 7,4507
25 Bahamas............ c.coiiiiiiiiiiiiiiiiien 3,650 3,279 4,771 3,435 3,282 3,018 2,153 2,2%
26 Bermuda 18 2 102 S 6 4 6 5
27 azil. .. ....... 30 62 53 84 100 98 96 92
28 Bntlsh West Indies . 3,971 3,258 4,206 4,580 4,021 3,924 3,657 4,5047
29 Mexico ........ 313 274 293 232 215 201 206 201
30 Venezuela 148 139 134 128 125 101 100 73
31 758 698 764 900 961 856 639 969"
32 366 153 297 n 353 509 281 725
33 37 15 4 7 13 6 6 (2
34 ARTHCA . oove it i i 173 158 147 160 210 101 11 1047
35 Oil-exporting countries®............oooviieinnnns 46 48 55 37 85 32 25 31
36 Alothert .. ... ..ot 48 31 159 113 n7 97 95 26
Commercial claims
7 BUIOPE .ottt e 5,405 3,826 3,670 3,618 3,801 3,360 3,689 3,294
38 Belgium-Luxembourg 234 151 135 128 165 149 212 158
39 France........... 776 474 459 411 440 375 408 385
40 Germany. ., 561 357 349 368 374 358 375 340
41 Netherlands 299 350 334 298 335 340 301 286
42 Switzetland. . ... 431 360 317 271 253 376 208
43 985 811 949 1,063 885 950 785
44 967 633 829 1,026 1,021 1,248 1,065 1,101
45 3,479 2,526 2,695 2,027 2,052 1,973 2,124 2,063
46 12 21 8 14 8 9 11 18
47 223 261 190 88 115 164 65 63
48 668 258 493 219 214 210 193 212
49 12 12 0 7 6 29 7
50 1,022 775 884 595 583 493 616 566
51 424 381 272 245 206 192 224 246
52 3,959 3,050 3,063 2,901 3,073 2,985 2,721 2,726
53 1,245 ,047 1,114 1,089 1,191 1,154 968 884
54 905 751 737 703 668 593 544
55 m 588 588 595 470 510 522 494
56 152 140 139 135 134 141 139 131
57 461 417 286 338 229 221 336 265

For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550.

2. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

Compnses Algeria, Gabon, Libya, and Nigeria.
. Includes nonmonetary international and regional organizations.



3.24 FOREIGN TRANSACTIONS IN SECURITIES

Securities Holdings and Transactions A65

Millions of dollars
1986 1985 1986
Transactions, and area or country 1984 1985
i‘;z""' Aug. Sept. Oct. Nov. Dec. Jan. Feb.?
U.8. corporate securities
STOCKS

1 Foreignpurchases................cooviiiinnnnn, 59,834 81,538 19,478 6,371 4,802 7,232 409 11,1727 8,723 10,755
2 Foreignsales ................oooiiiiiii 62,814 76,617 15,815 5,721 4,690 6,560 7,137 9,010 6,98 8,828
-2,980 4,921 3,663 650 112 673 1,273 2,161 1,736 1,927
-3,109 4,837 3,656 649 163 644 1,362 1,99¢" 1,748 1,908
-3,077 2,068 2,738 369 170 554 948 1,339 1,172 1,566
—405 —437 -130 -41 -120 ~-82 -85 -105 -63 —68
-50 730 368 76 29 235 270 283 134 234
-357 -122 230 18 25 33 47 125 109 121
-1,542 =75 881 -23 —-87 125 107 280 287 593
-677 1,674 1,248 295 293 210 579 700 614 634
1,691 355 60 68 34 =31 =70 93 121 -61
495 1,671 144 109 =35 78 243 3057 —69 213
13 Middle East! ........coooviiiiiiiiiiiiieein -1,992 238 189 35 54 8 -174 227 208 -19
14 Other Asia . ....ouvvveieiiiiiieiniiiiieenns -3718 313 418 58 -26 -16 384 -25 264 154
15 AFFCE . oieii et =22 24 56 9 0 —4 ~1 12 25 30
16 Other countries . ..........coovviviniinininene 175 168 51 1 -34 55 32 44 26 24

17 Nonmonetary international and
regional organizations .. ..................... 129 84 7 1 -51 8 -89 168 -12 2

Bonps?

18 Foreign purchases. ............oovviieiiinnnnss 39,296 87,109 15,315 5.547 7,482 7,401 12,466 9,758 6,029 9,286
19 Foreign sales .............cooiiiiiiiiiiiinains 499 | 43,055 ,869 3,741 3,632 2,786 4,284 4,558" 2,939 4,930
13,096 44,054 7,446 1,806 3,850 4,614 8,182 5,197 3,090 4,356
12,799 44,149 7,400 2,118 4,176 4,768 ,824 5,585 3,193 4,208
11,697 40,002 5,933 1,834 3,949 3,662 6,835 5,176 2,804 3,130
207 210 -6 169 42 8 -15 0 27 -33
1,724 2,001 44 103 159 308 897 408 -2 46
160 222 88 25 —4 0 158 13 85 3
26 Switzerland.........iiiiei e 643 3,987 747 243 154 149 804 1,013 235 512
27  United Kingdom . 8,429 12717 5,055 1,368 3,519 3,036 4,903 3,696 2,435 2,620
28 Canada . ... .ii e -62 189 -29 -24 =31 42 110 19 2 =31
29 Latin America and Caribbean 376 484 45 -81 —64 81 124 68" 18 27
30 Middle East! .........o.ioviiiiiiiiniininin -1,030 { -2,643 -174 -80 -187 11 -215 -435 -174 0
31 Other Asia . FE N 1,817 ,068 1,604 465 508 966 975 703 541 1,064
32 AfHCE .« ivtii it e e e 1 1 2 1 0 1 1} 4 1 i
33 Other COUNtREs . ......oovvnmeiiinaineenneenneas ] 38 18 3 1 6 -5 19 2 17

34 Nonmonetary international and
regional organizations . . ..................... 297 -95 46 -312 -326 -154 358 -358 -103 149

Foreign securities

35 Stocks, net purchases, or sales {(—)............... -1,101 { -3,909 —649 -213 =221 ~-72 309 —413 123 -2
36 Foreignpurchases............ccoovuiienennes 14,816 21,009 5,440 1,689 1,564 2,172 2,171 2,7407 2,508 2,933
37 Foreignsales ...........ccoiriiiviiieeinnins 15,917 24,919 6,089 1,902 1,788 22 ,480 3,153 2,384 3,705
38 Bonds, net purchases, or sales (=) ............... -3,930 | -—4,127 -958 305 —420 —689 162 -138 —-67 -89
39  Foreignpurchases.............oovvevveieinns 56,017 81,048 ,280 6,959 6,840 8,538 8,902 8,370 9,796 10,484
40 Foreignsales .............cooiiiiiiiiiiiiins 59,948 85,175 21,238 6,654 7,260 9,227 8,740 8,507 9,862 11,376
41 Net purchases, or sales (=), of stocks and bonds ....| —§,031 | -8,037 -1,607 [ /] -641 -761 ~147 -5517 87| -1,664
-4,642 | -9,100 -1,988 302 -876 -748 =370 ~886" -3t | -1,877
—8,655 —9,941 -2,300 —258 -764 -577 -1,062 424 -379 -1,921
542 | -1,784 -538 36 2 =27 14 -39 -219 =319
2,460 1, 858 522 178 191 48 32 85" 220 302
1,356 958 387 -2 -193 812 -382r 395 563
-108 75 18 9 -2 -5 37 42 10
-2318 42 -567 -5 19 6 -204 156 -56 =512
organizations ......... e -389 1,063 301 -210 238 -13 223 338 18 213

1. Comprises oil-exporting countries as follows: Bahrain, Iran, Iraq, Kuwait,

Omen, (%alar. Saudi Arabia, and United Arab Emirates (Trucial States).

2. Includes state and local government securities, and securities of U.S.
government and corp Also i des issues of new debt secuni-

ties sold abroad by U.S. corp

abroad

or

direct investments
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dollars

1986 1985 1986
Country or area 1984 1985
i’,:%‘f Aug. Sept. Oct. Nov. Dec. Jan. Feb.»
Transactions, net purchases or sales (~) during period’

1 Estimated total? . ............o0ovnivinnrennen. 21,501 | 29,767 | —1,067 | =3,348 6,833 —653 2,510 6,460 | —1,389 292
2 Forelsn COUNtIiEs? .. .vviviiiiiin i, 16,496 | 29,284 | 2,939 1,027 | 3,988 -122 | 2,286 | 3,066/f —884 | 3,823
3 BUroPel. ... it i, 4 1104 3,962 1,931 953 958 =701 —941 180 114 1,818
4 Bel mum-Luxembourg ......................... . 287 476 31 b 49 10 29 —44 33 -2
S Germanyl,.........oiiiiiiiniiiiir i, . 2,929 1,917 592 937 294 17 -101 302 132 460
6 Netherlands . . 449 269 -235 386 127 -126 155 -82 26 -261
7 weden ... .. 40 976 -7 -89 -33 -4] -42 —-41 -200 193
8  Switzerland? 6 K 183 72 25 116 -151 -116 68 115
9 United Kingdom 5,188 | -2,143 1327 -82 283 ~-738 -530 50 -60 1,388
10 Other Western Europe 1, 1,706 41 —363 214 58 -301 111 116 ]
Eastern Europe -1 0 0 0 0 0 0 -1

12 Canagda .. .vvvereeria et a et aaar s 1,586 -190 -591 -144 106 138 -394 ~71 -461 =131
13 Latin Americaand Caribbean .....................c..0000, 1,418 4,312 691 524 562 125 735 90 107 584
14 Venezuela.........orovvirencriiisenerss . 14 238 =117 33 2 91 72 -41 -53 —63
15 Other Latin America and Caribbean . 536 | 2,343 534 95 556 110 367 268 86 448
16 Netherlands Antilles..............ovvvnne . 869 1,731 274 397 4 =76 296 -133 74 200
17 Asia . 2,431 | 20,776 667 -416 2,225 244 2,935 2,8337| -—584 1,251
18 . 6,289 | 18,859 740 875 1,884 1,630 3,039 902 —861 1,601
19 Africa .. -67 ~20 -1 0 9 1 9 -8 -12
20 Al other 114 311 262 111 137 63 ~51 25 -52 314
2l N y international and regi R 482 | —4,006 | —4,372 2,545 -530 223 3,393 —474 | 3,532
22 International........... -394 | -3,960 | —4,400 1,883 -430 -15 3,001 —194 | 3,766
23 Latin American regional 18 65 0 -1 0 8 7 14 51

Memo
24 Poreign Countries? .....coovvvrnrennrnsnrssasnrernsanrnsnss 16,496 { 29,284 2,939 1,027 3,988 -122 2,286 3,066" —884 3,823
25 cial institutions . 505 | 8,389 954 104 1,064 | -1,209 =276 | 2,712" 362 591
26 Otherforeign? ........covvieniveirevrniriieneereroeies 15,992 1 20,89 1,986 923 2,924 1,087 2,562 355 | —1,246 3,232
Ou-expomng coum.nes

27 Middle Bastd .. ... ..ottt i —-6,270 | 1,640 =79 | -1,132 —838 -818 -457 740 222 -301
28 Afnca‘ ................................................ -101 7 1 0 0 4 0 2 1 0

1. Estimated official and private transactions in marketable U.S. Treasury
secumies with an original matumy of more than | year. Data are based on
reports. Excludes nonmarketable U.S. Treasury bonds and
notes held by official msmuuons of foreiﬁn countries,
2. Includes U.S. Treasury notes publicly issued 10 private foreign residents
denominated in foreign currencies.

3. Comprises Bahrain, Iran, lraq. Kuwait, Oman, Qatar, Saudi Arabia, and
Umted Arab Emirates (Trucial Statés).
4. Comprises Algeria, Gabon, leya, and Nigeria.
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS

Percent per annum

Rate on Mar. 31, 1986 Rate on Mar. 31, 1986 Rate on Mar. 31, 1986
Country Country Country
- on r- Month r- Mon!
Pe Month Pe: Pe th
cent effective cent effective cent effective
Aug. 1985 8.25 Mar. 1986 | Norway .... ] 80 June 1983
Dec. 1985 35 Mar. 1986 ] Switzerland.. ... Mar. 1983
Mar. 1981 14.0 Mar. 1986 ] United Kingdom? .
Mar. 1986 4.0 Mar. 1986 Venezuela.,............. 8.0 Oct.
ct. . ar.
Oct. 1983 4.5 Mar. 1986

1. As of the end of February 1981, the rate is that at which the Bank of France
discounts Treasury bills for 7 to 10 days.

2. Minimum lending rate suspended as of Aug. 20, 1981. .

NoTE. Rates shown are mainly those at which the central bank either discounts

3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures

Tiaihl

or makes ad es against eligible mercial %and/or government commer-
cial banks or brokers. For countries with more one rate applicadle to such
discounts or advances, the rate shown is the one at which it is understood the
central bank transacts the largest proportion of its credit operations.

1985 1986
Country, or type 1983 1984 1985

Sept Oct. Nov. Dec. Jan. Feb. Mar
1 Furodollars............coovvvnieinnes 9.57 10.75 8.27 8.14 8.08 8.02 7.99 8.02 7.89 7.42
2 United Kingdom ................. ... 10.06 9.91 12.16 11.49 11.49 11.50 11.66 12.78 12.60 11,70
3Canada ........iiiiiir i 9.48 11.29 9.64 9.10 8.73 8.85 9.25 10.23 11.81 10.94
4Germany...........ciiiiieinianinas 573 5.96 5.40 4.64 4.77 4.82 4.80 4.65 4.47 4.49
5 Switzerland...............coiine 4.11 4.35 4.92 4.59 4.53 4.07 4.13 4.08 3.85 3.84
6 Netherlands ......................... 5.58 6.08 6.29 572 5.89 5.90 579 5.7 5.74 5.44
France............ocviiviiiinnnne, 12.44 11.66 9.91 9.57 9.29 8.95 8.92 8.95 8.31 8.28
SHaly........coovviiiiiiin i 18.95 17.08 14.86 13.95 14.16 14.29 14.71 14.88 15.91 16.05
9 Belgium...........ihiii 10.51 11.41 9.60 9.33 8.97 8.66 9.14 9.75 9.75 9.75
6.49 6.32 6.47 6.31 6.47 729 7.36 6.54 6.04 5.47

NOTE. Rates are for 3-month interbank loans except for Canada, fi pany paper; 3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES
Currency units per dollar

1985 1986
Country/currency 1983 1984 1985
Oct. Nov. Dec. Jan. Feb. Mar.

1 Australia/dollar!........................ 90.14 87.937 70.026 70.25 67.74 68.11 70.00 69.93 70.79
2 Austria/schilling................ ... 17.968 0.005 20.676 18.569 18.236 17.658 17.151 16.389 15.976
3 'BelgiumAranc. . .............a.l AN 51.121 57.749 59.336 53.618 52.474 51.251 49.843 47.748 46.603
4 Brazilicruzeiro .. .........cooviiinn 573.27 1841.50 6205.10 8203.57 8913.95 9915.71 11345.26 13020.00 13.843
5 Canada/dollar. ..............ocovvuianne 1.2325 1.2953 1.3658 1.3667 1.3765 1.3954 1.4070 1.4043 1.4009
6 China, PR./yuan................... . 1.9809 2.3308 2.9434 3.0782 3.2086 3.2095 3.2095 3.2152 3.2202
7 Denmark/krone ..........oiiininnn e 9.1483 10.354 10.598 9.5880 9.3918 9.1221 8.9468 8.6048 8.4096
8 Finland/markka ...........c.coviinennn 5.5636 6.0007 6.1971 5.6836 5.5709 5.4824 5.4131 5.2465 5.1517
9 France/franc...........cooivivnnn, 7.620)3 8.7355 8.9799 8.0641 7.9095 7.6849 7.4821 7.1575 6.
10 Germany/deutsche mark ................ 2.5539 2.8454 2.9419 2.6446 2.5954 2.5122 2.4384 2.3317 2.2752
11 Greece/drachma.................... 87.895 112.73 138.40 145.74 153.037 150.186 148.69 143.48 141.43
12 Hong Kong/dollar ...................... 7.2569 7.8188 7.7911 1.7 7.8042 7. 7.808 7.8042 7.8125
13 India/rupee . ......oovivviiiininiines 10.1040 11.348 12.332 12.033 12.1010 12,1524 12,243 12.370 12.289
14 Treland/pound! . ... 124.81 108.64 106.62 117.00 119.19 122.48 124.75 129.79 132,87
15 Italy/lira. .o oovevnveeinini i 1519.30 1756.10 1908.90 1785.43 1753.72 1713.50 1663.14 1588.21 1548.43
16 Japan/yen . 237.55 237.45 238.47 214.68 204.07 202.79 199.89 184.85 178.69
17 Malaysia/ri 2.3204 2.3448 2.4806 2.4529 2.4341 2.4291 2.4489 2.4704 2.5367
18 Netherland &uilder ..................... 2.8543 3.2083 3.3184 2.9819 2.9230 2.8293 2.7489 2.6343 2.5678
19 New Zealand/dollar!................ 66.790 57.837 49.752 56.931 57.230 52.633 51.657 53.177 52.820
20 Norway/Krone ............ccoevvvnnenns 7.3012 8.1596 8.5933 7. 7.8076 7.6524 7.5541 7.2789 74711
21 Portugal/escudo............coviiiniainn 111.610 147.70 172.07 164.59 162,963 160.798 157.99 152.63 149.40
22 Singapore/dollar.............. ..ol 2.1136 2.1325 2.2 2.1387 2.1084 2.1213 2.1289 2.1401 2.1600
23 South Africa/rand! ................0000 89.85 69.534 45.57 38.38 37.57 37.05 42.40 47.94 49.04
24 South Korea/won ...........covvuvvnnes 776.04 807.91 861.89 894.49 893.35 893.13 892.75 888.57 886.66

143.500 160.78 169.98 161.712 159.658 156.052 152.91 147.31 143.06

23.510 25.428 27.187 27.421 27.449 27.420 26.342 27.596 27.623

7.6717 8.2706 8.6031 7.9557 7.8127 7.6817 7.5938 7.3997 7.2610
2.1006 2.3500 2.4551 2,1692 2.1306 2.1042 2.0660 1.9547 1.9150

n.a. 39.633 39.889 40.195 9.981 9.906 39.405 39.239 39.027

22.991 23.582 27.193 26.569 26.315 26.715 26.676 26.492 26.418

151.59 133.66 129.74 142.15 143.96 144.47 142,44 142.97 146.74

125.34 138.19 143.01 130.71 128.08 125.80 123.65 118.77 116.05

1. Value in U.S. cents.

2. Index of weighted-average exchan‘re value of U.S. dollar against currencies

of other G-10 countries plus Switzerlan

March 1973 = 100. Weights are 1972-76

global trade of each of the 10 countries. Series revised as of August 1978. For
description and back data, see ‘‘Index of the Weighted-Average Exchange Value
of the U.S. Dollar: Revision’” on p. 700 of the August 1978 BULLETIN.

3, Currency reform.
NOTE. Averages of certified noon buying rates in New York for cable transfers.
Data in 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

Preliminary

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)

oo

*

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

SMSAs Standard metropolitan statistical areas

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

Anticipated schedule of release dates for periodic releases......

SPECIAL TABLES

Issue Page
June 1986 A77

Published Irregulary, with Latest Bulletin Reference

Assets and liabilities of commercial banks, March 31, 1983.....
Assets and liabilities of commercial banks, June 30, 1983 .......
Assets and liabilities of commercial banks, September 30, 1983
Assets and liabilities of commercial banks, December 31, 1983
Assets and liabilities of U.S. branches and agencies of foreign banks, December 31, 1984..........
Assets and liabilities of U.S. branches and agencies of foreign banks, March 31, 1985...............
Assets and liabilities of U.S. branches and agencies of foreign banks, June 30, 1985 .................
Assets and liabilities of U.S. branches and agencies of foreign banks, September 30, 1985.........
Terms of lending at commercial banks, May 1985 .................
Terms of lending at commercial banks, August 1985..............

Terms of lending at commercial banks, November 1985

Terms of lending at commercial banks, February 1986...........

August 1983  A70
December 1983 A68
March 1984 A68
June 1984 A66
August 1985 A76
November 1985 A76
January 1986 A70
May 1986 A74
August 1985 A70
November 1985 A70
March 1986 A70
May 1986 A70
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Federal Reserve Board of Governors

PAuL A. VOLCKER, Chairman

HENRY C. WALLICH
EMMETT J. RICE

OFFICE OF BOARD MEMBERS

JosePH R. COYNE, Assistant to the Board
DoNALD J. WINN, Assistant to the Board
STEVEN M. ROBERTS, Assistant to the Chairman
Bos S. MOORE, Special Assistant to the Board
NaoMi1 P. SALUSs, Special Assistant to the Board

LEGAL DIVISION

MICHAEL BRADFIELD, General Counsel

J. VIRGIL MATTINGLY, JR., Deputy General Counsel
RICHARD M. ASHTON, Associate General Counsel
OLIVER IRELAND, Associate General Counsel

Ricki R. TIGERT, Assistant General Counsel

MARYELLEN A. BROWN, Assistant to the General Counsel

OFFICE OF THE SECRETARY

WILLIAM W. WILES, Secretary
BARBARA R. LOWREY, Associate Secretary
JAMES MCAFEE, Associate Secretary

Di1viSION oF CONSUMER
AND COMMUNITY AFFAIRS

GRIFFITH L. GARwWOOD, Director

JERAULD C. KLUCKMAN, Assoclate Director
GLENN E. LoNEY, Assistant Director
DOLORES S. SMITH, Assistant Director

DIVISION OF BANKING
SUPERVISION AND REGULATION

WIiLLIAM TAYLOR, Director

WELFORD S. FARMER, Deputy Director’

FReEDERICK R. DAHL, Associate Director

DoN E. KLINE, Associate Director

FREDERICK M. STRUBLE, Associate Director
WILLIAM A, RYBACK, Deputy Associate Director
STEPHEN C. SCHEMERING, Deputy Associate Director
RICHARD SPILLENKOTHEN, Deputy Associate Director
HERBERT A. BIERN, Assistant Director

Joe M. CLEAVER, Assistant Director

ANTHONY CORNYN, Assistant Director

JAMES 1. GARNER, Assistant Director

JAMES D. GOETZINGER, Assistant Director

MICHAEL G. MARTINSON, Assistant Director

ROBERT S. PLOTKIN, Assistant Director

SIDNEY M. SussaAN, Assistant Director

LAURA M. HOMER, Securities Credit Officer

1. On loan from the Federal Reserve Bank of Richmond.

OFFICE OF STAFF DIRECTOR FOR
MONETARY AND FINANCIAL POLICY

STEPHEN H. AXILROD, Staff Director
DonaLD L. Koun, Deputy Staff Director
STANLEY J. SIGEL, Assistant to the Board

NORMAND R.V, BERNARD, Special Assistant to the Board

DIVISION OF RESEARCH AND STATISTICS

JAMESs L. KICHLINE, Director

EpwaRrp C. ETTIN, Deputy Director

MICHAEL J. PRELL, Deputy Director

JARED J. ENZLER, Associate Director

Davip E. LINDSEY, Associate Director

ELEANOR J. STOCKWELL, Associate Director

THOMAS D. SiMPSON, Deputy Associate Director

LAWRENCE SLIFMAN, Deputy Associate Director

MARTHA BETHEA, Assistant Director

SusaN J. LEPPER, Assistant Director

RICHARD D. PORTER, Assistant Director

PETER A. TINSLEY, Assistant Director

LEvON H. GARABEDIAN, Assistant Director
(Administration)

DIVISION OF INTERNATIONAL FINANCE

EpwiN M. TRUMAN, Director

LARRY J. PROMISEL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
Davip H, HowARD, Deputy Associate Director
RoBERT F, GEMMILL, Staff Adviser

PETER HOOPER 111, Assistant Director

KAREN H. JOHNSON, Assistant Director

RALPH W. SMITH, JR., Assistant Director
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and Official Staff

MARTHA R. SEGER
WAYNE D. ANGELL

MANUEL H. JOHNSON

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

S. DavID Frosrt, Stwaff Director

EpwWARD T. MULRENIN, Assistant Staff Director

CHARLES L. HAMPTON, Senior Technical Adviser

PorTIA W. THOMPSON, Equal Employment Opportunity
Programs Officer

DIVISION OF PERSONNEL

Davip L. SHANNON, Director
JoHN R. WEIs, Assistant Director
CHARLES W. WoobD, Assistant Director

OFFICE OF THE CONTROLLER

GeoRrGE E. LIVINGsTON, Controller
BRENT L. BOWEN, Assistant Controller

DIVISION OF SUPPORT SERVICES

ROBERT E. FRAZIER, Director
WALTER W. KREIMANN, Associate Director
GEORGE M. Lorez, Assistant Director

OFFICE OF THE EXECUTIVE DIRECTOR FOR
INFORMATION RESOURCES MANAGEMENT

ALLEN E. BEUTEL, Executive Director
STEPHEN R. MALPHRUS, Assistant Director

DivISION OF HARDWARE AND SOFTWARE
SYSTEMS

BRUCE M. BEARDSLEY, Director
THoMAS C. Jupb, Assistant Director
ELizABETH B. RiGGs, Assistant Director
ROBERT J. ZEMEL, Assistant Director

DIVISION OF APPLICATIONS DEVELOPMENT AND

STATISTICAL SERVICES

WiLLIAM R. JoNEs, Director

DAY W. RADEBAUGH, Assistant Director
WiLLIAM C. SCHNEIDER, JR., Assistant Director
RICHARD C. STEVENS, Assistant Director

OFFICE OF STAFF DIRECTOR FOR
FEDERAL RESERVE BANK ACTIVITIES

THEODORE E. ALLISON, Staff Director

Dtvision oF FEDERAL RESERVE
BANK OPERATIONS

CLYDE H. FARNSWORTH, JR., Director
ELLioTT C. MCENTEE, Associate Director
Davib L. ROBINSON, Associate Director
C. WILLIAM SCHLEICHER, JR., Associate Director
CHARLES W. BENNETT, Assistant Director
ANNE M. DEBEER, Assistant Director
Jack DENNIs, JR., Assistant Director
EARL G. HAMILTON, Assistant Director
WiLLIAM E. Pascok 111, Assistant Director
JOHN H. PARRISH, Assistant Director
FLORENCE M. YOUNG, Adviser
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Federal Open Market Committee

FEDERAL OPEN MARKET COMMITTEE

PauL A. VOLCKER, Chairman E. GERALD CORRIGAN, Vice Chairman
WAYNE D. ANGELL MANUEL H. JOHNSON EMMETT J. RICE
RoOGER GUFFEY - THOMAS C. MELZER MARTHA R. SEGER
KAREN N. HORN FRANK E. MORRIS HeNRY C. WALLICH
STEPHEN H. AXILROD, Staff Director and Secretary Joun M. Davis, Associate Economist
NORMAND R.V. BERNARD, Assistant Secretary RICHARD G. Davis, Associate Economist
NANCY M. STEELE, Deputy Assistant Secretary THoMASs E. Davis, Associate Economist
MICHAEL BRADFIELD, General Counsel DoNALD L. KoHN, Associate Economist
JAMES H. OLTMAN, Deputy General Counsel Davip E. LINDSEY, Associate Economist
JaMEs L. KICHLINE, Economist ALicia H. MUNNELL, Associate Economist
EpwIN M. TRUMAN, Economist (International) MICHAEL J. PRELL, Associate Economist
ANATOL B. BALBACH, Associate Economist CHARLES J. SIEGMAN, Associate Economist

PETER D. STERNLIGHT, Manager for Domestic Operations, System Open Market Account
SaM Y. Cross, Manager for Foreign Operations, System Open Market Account

FEDERAL ADVISORY COUNCIL

ROBERT L. NEWELL, FIRST DISTRICT, President
WiLLiaM H. BoweN, EiGHTH DisTRICT, Vice President

RoBERT L. NEWELL, First District HaL C, KugHL, Seventh District

JoHN F. McGiLLIcUDDY, Second District WiLLiaM H. BoweN, Eighth District
GEORGE A. BUTLER, Third District DEWALT H. ANKENY, JR., Ninth District
JULIEN L. McCaLL, Fourth District F. PHILLIPS GILTNER, Tenth District
JoHN G. MEDLIN, JR., Fifth District NAT S. RoGERs, Eleventh District
BENNETT A. BROWN, Sixth District G. RoBERT TRUEX, JR., Twelfth District

HERBERT V. PROCHNOW, SECRETARY
WILLIAM J. KORSVIK, ASSOCIATE SECRETARY
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and Advisory Councils

CONSUMER ADVISORY COUNCIL

MARGARET M. MuRrPHY, Columbia, Maryland, Chairman
LAWRENCE S. OKINAGA, Honolulu, Hawaii, Vice Chairman

RAcHEL G. BRATT, Medford, Massachusetts
JoNATHAN BrowN, Washington, D.C.
MicHAEL S. Cassipy, New York, New York
THERESA FaiTH CUMMINGS, Springfield, Illinois
NEIL J. FoGARTY, Jersey City, New Jersey
STEVEN M. GEARY, Jefferson City, Missouri
KENNETH HALL, Jackson, Mississippi

STEVEN W. HamMm, Columbia, South Carolina
RoserT J. HoBgs, Boston, Massachusetts
RoBERT W. JOHNSON, West Lafayette, Indiana
JoHN M. KOLEsAR, Cleveland, Ohio

EpwaRD N. LANGE, Seattle, Washington
FReD S. McCHESNEY, Atlanta, Georgia

FREDERICK H. MILLER, Norman, Oklahoma
RoBERT F. MURPHY, Detroit, Michigan
HEeLEN NELsoN, Mill Valley, California
SANDRA PARKER, Richmond, Virginia

JosepH L. PERKOwsKI, Centerville, Minnesota
BRENDA SCHNEIDER, Detroit, Michigan

JANE SHuLL, Phildelphia, Pennsylvania

TED L. SpurRLOCK, New York, New York
MEL STILLER, Boston, Massachusetts
CHRISTOPHER J. SUMNER, Salt Lake City, Utah
EDpWARD J. WiLLIaMs, Chicago, Illinois
MEeRvVIN WINSTON, Minneapolis, Minnesota
MicHAEL ZOROYA, St. Louis, Missouri

THRIFT INSTITUTIONS ADVISORY COUNCIL

RicHARD H. DEIHL, Los Angeles, California, President
MicHAEL R. WisSE, Denver, Colorado, Vice President

ELL1IOTT G. CARR, Orleans, Massachusetts
M. Topb CookE, Philadelphia, Pennsylvania
Joun C. Dicus, Topeka, Kansas

HaroLD W. GREENWOOD, JR., Minneapolis, Minnesota

JoHN A. HARrDIN, Rock Hill, South Carolina

JAMIE J. JAcksoN, Houston, Texas
FraNcEs LESNIESKI, East Lansing, Michigan

DonaLDp F. McCorMICK, Livingston, New Jersey

HERSCHEL ROSENTHAL, Miami, Florida
GARY L. SirRMoN, Walla Walla, Washington
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, remittance should accompany request and be made
payable to the order of the Board of Governors of the Federal
Reserve System. Remittance fram foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FuUNC-
TIONS. 1984, 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REVIEW, 1985-86.

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.

FEDERAL RESERVE CHART Book. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HisToRICAL CHART BOOK. Issued annually in Sept. Subscrip-
tion to the Federal Reserve Chart Book includes one
issue. $1.25 each in the United States, its possessions,
Canada, and Mexico; 10 or more to one address, $1.00
each. Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

THE FEDERAL RESERVE AcCT, as amended through August 31,
1985, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 576
pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL 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 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BANK HOLDING CoMPANY MOVEMENT TO 1978: A
CoMPENDIUM, 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

INTRODUCTION TO FLOW OF FUNDS. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicy AND CAPiTAL FORMATION. 1981, 326 pp.
$13.50 each.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981. 55 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60.00 per
year. .

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year.

Securities Credit Transactions Handbook. $60.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year.

Rates for subscribers outside the United States are as
follows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Each Handbook, $75.00 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.

THE MONETARY AUTHORITY OF THE FEDERAL RESERVE,
May 1984. (High School Level.)

WRITING IN STYLE AT THE FEDERAL RESERVE. August 1984.
93 pp. $2.50 each.

REMARKS BY CHAIRMAN PAUL A, VOLCKER, AT XIII AMERI-
CAN-GERMAN BIENNIAL CONFERENCE, March 1985.
REMARKS BY CHAIRMAN PAUL A. VOLCKER, TO THE EMPIRE
CLUB OF CANADA AND THE CANADIAN CLuUB OF To-

RONTO, October 28, 1985.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook on Adjustable Rate Mortgages
Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and Business Credit
Fair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Instructional Materials of the Federal Reserve System
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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

U.S. Currency

What Truth in Lending Means to You

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

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. MULTIBANK HOLDING 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. S pp.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret L.
Greene. August 1984. 16 pp.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984. 40 pp.

129, U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980—-OCTOBER 1981, by Margaret
L. Greene. August 1984. 36 pp.

130.

131,

132.

133.

134,

135.

136.

137.

138.

139.

141.

142.

143,

144,

145,

146.

147.

148.

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.

CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
DEuTsCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983. 8 pp.

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.
RELATIONSHIPS AMONG EXCHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983. Out of print.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W, Tryon. October 1983. 14 pp.

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.

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.

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.

A CoMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT CosTs, by William Dudley. November 1984.
15 pp.

MERGERS AND ACQUISITIONS BY COMMERCIAL
BANKS, 1960-83, by Stephen A. Rhoades. December
1984. 30 pp.

COMPLIANCE CosTS AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
SurvEy EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp.

ScaLE ECONOMIES IN COMPLIANCE COSTS FOR CON-
SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EqQuaL CrEDIT OPPORTUNITY LAws, by
Gregory E. Ellichausen and Robert D. Kurtz. May
1985. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMpACT ON CONSUMERS, by Glenn B.
Canner and Robert D. Kurtz. August 1985. 31 pp.
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 EcoONoMIC RECOVERY TAX ACT: SOME SIMULA-
TION RESULTS, by Flint Brayton and Peter B. Clark.
December 1985. 17 pp.
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149. THE OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Swephen A, Rhodes. April 1986. 32 pp.

150. STATISTICAL COST ACCOUNTING MODELS IN BANK-
ING: A REEXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken. May 1986. 13 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

The Commercial Paper Market since the Mid-Seventies. 6/82.

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

U. S. International Transactions in 1985. 5/86.
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ANTICIPATED SCHEDULE OF RELEASE DATES FOR PERIODIC RELEASES—BOARD OF GOVERNORS

OF THE FEDERAL RESERVE SYSTEM!

Weekly Releases

Aggregate Reserves of Depository Institutions and the Monetary
Base. H.3 (502) [1.20]

Actions of the Board: Applications and Reports Received. H.2
(501)

Assets and Liabilities of Insured Domestically Chartered and
Foreign Related Banking Institutions. H.8 (510) [1.25]

Changes in State Member Banks. K.3 (615)

Factors Affecting Reserves of Depository Institutions and
Condition Statement of Federal Reserve Banks. H.4.1 (503)
[1.11]

Foreign Exchange Rates. H.10 (512) [3.28]
Money Stock, Liquid Assets, and Debt Measures. H.6 (508) [1.21]

Selected Borrowings in Immediately Available Funds of Large
Member Banks. H.5 (507) [1.13}

Selected Interest Rates. H.15 (519) [1.35]

Weekly Consolidated Condition Report of Large Commercial
Banks, and Domestic Subidiaries. H.4.2 (504) [1.26, 1.28,
1.29, 1.30]

Monthly Releases

Capacity Utilization: Manufacturing, Mining, Utilities and
Industrial Materials. G.3 (402) [2.12]

Changes in Status of Banks and Branches. G.4.5 (404)

Commercial and Industrial Loan Commitments at Selected Large
Commercial Banks. G.21 (423)

Consumer Installment Credit. G.19 (421) [1.55, 1.56]

Debits and Deposit Turnover at Commercial Banks. G.6 (406)
[1.22)

Finance Companies. G.20 (422) [1.51, 1.52]

Foreign Exchange Rates. G.5 (405) [3.28]

Industrial Production. G.12.3 (414) {2.13]

Loans and Securities at all Commercial Banks. G.7 (407) [1.23]
Major Nondeposit Funds of Commercial Banks. G 10 (411) [1.24]

Maturity Distribution of Outstanding Negotiable Time Certificates
of Deposit at Large Commercial Banks. G.9 (410)

Monthly Report of Assets and Liabilities of International Banking
Facilities. G.14 (416)

Research Library—Recent Acquisitions. G.15 (417)

Approximate
regase days

Thursday
Friday
Monday
Tuesday
Thursday
Monday
Thursday
Wednesday

Monday
Friday

Midmonth

Ist of month
2nd week of month

Midmonth
12th of month

5th working day of
month

Ist of month
Midmonth

3rd week of month
3rd week of month
3rd week of month

2nd week of month

1st of month

Date or period
to which data refer

Week ended previous
Wednesday

Week ended previous Saturday
Wednesday, 3 weeks earlier

Week ended previous Saturday

Week ended previous
Wednesday

Week ended previous Friday

Week ended Wednesday of
previous week

Week ended Thursday of
previous week

Week ended previous Saturday
Wednesday, 1| week earlier

Previous month

Previous month

2nd month previous

2nd month previous

Previous month
2nd month previous

Previous month
Previous month
Previous month
Previous month

Last Wednesday of previous
month

Wednesday, 2 weeks earlier

Previous month

1. Release dates are those anticipated or usually met. However, please note that for some releases there is normally a certain variability because
of reporting or processing procedures. Moreover, for all series unusual circumstances may, from time to time, result in a release date being later

than anticipated.
The BULLETIN table that reports these data is designated in brackets.
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Monthly Releases—Continued

Selected Interest Rates. G.13 (415) [1.35]

Quarterly Releases
Agricultural Finance Databook. E.15 (125)

Country Exposure Lending Survey. E.16 (126)

Domestic Offices, Commercial Bank Assets and Liabilities
Consolidated Report of Condition. E.3.4 (113) [1.26, 1.28]

Flow of Funds: Seasonally Adjusted and Unadjusted. Z.1 (780)
[1.58, 1.59]

Flow of Funds Summary Statistics Z.7. (788) [1.57, 1.58]

Geographical Distribution of Assets and Liabilities of Major
Foreign Branches of U.S. Banks. E.11 (121)

Survey of Terms of Bank Lending. E.2 (111) [1.34]

List of OTC Margin Stocks. E.7 (117)

Annual Releases

Aggregate Summaries of Annual Surveys of Securities Credit
Extension. C.2 (101)

Approximate
repfe?ase days

3rd working day of
month

End of March,
June, September,
and December

January, April,
July, and
October

March, June,
September, and
December

23rd of February,
May, August,
and November

15th of February,
May, August,
and November

15th of March,
June, September,
and December

Midmonth of
March, June,
September, and
December

January, April,
July, and
October

February

Date or period
to which Jgta refer

Previous month

January, April, July, and
October

Previous 3 months

Previous 6 months

Previous quarter

Previous quarter

Previous quarter

February, May, August, and
November

February, May, August, and
November

End of previous June
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Index to Statistical Tables

References are to pages A3-A68 although the prefix ““A’’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20
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 instaliment 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
anks, by classes, 18
Federal Reserve Banks 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20
Commercial and industrial loans, 16, 18, 19, 20, 21
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
Time and savings cposnts,
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49
Consumer mstallment credit, 40, 41
Consumer prices, 44, 50
Consumption expendnures 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, 7
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
Eurodoliars, 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, 5, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corgorauon, 33, 38, 39
Federal Housing Administration, 3
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 sponsomd 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 exch: e rates, 68
Foreign trade,
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
Consumer installment credit, 41
Federal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
Time and savings deposits, 8
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

Federal Reserve Banks, 4, 5, 6, 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, 5
Reserve requirements, 7

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, 8, 26, 39, 40 (See also 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
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property mortgaged, 39
Repurchase agreements, 5, 17, 19, 20, 21
Reserve requirements, 7
Reserves
Commercial banks, 18
Depository institutions, 3, 4, 5, 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, 8, 26, 39, 40, 42 (See also
Thrift institutions)
Savings banks, 26
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, Mutual
savings banks, and Savings and loan associations)

Time and savings deposits, 3, 8, 13, 17, 18, 19, 20, 21

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
Foreggn and international holdings and transactions, 10,
0, 66
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 President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*......ccovviennnnd 02106 Joseph A. Baute Frank E. Morris

George N. Hatsopoulos

Robert W. Eisenmenger

NEW YORK*............. 10045  John Brademas E. Gerald Corrigan
Clifton R. Wharton, Jr. Thomas M. Timlen
Buffalo.................... 14240 Mary Ann Lambertsen John T. Keane

Baltimore ................ 21203
Charlotte ................. 28230
Culpeper Communications
and Records Center 22701

ATLANTA......cccivvvene

Robert M. Landis
Nevius M. Curtis

William H. Knoell

E. Mandell de Windt
Robert E. Boni
James E. Haas

Leroy T. Canoles, Jr.
Robert A. Georgine

Robert L. Tate

Wallace J. Jorgenson

John H. Weitnauer, Jr.

Edward G. Boehne
Richard L. Smoot

Karen N. Horn
William H. Hendricks

Robert P. Black
Jimmie R. Monhollon

Robert P. Forrestal

Charles A. Cerino
Harold J. Swart

Robert D. McTeer, Jr.
Albert D. Tinkelenberg
John G. Stoides

Bradley Currey, Jr. Jack Guynn Delmar Harrison
Birmingham ............. A. G. Trammell Fred R. Herr
Jacksonville ............. E. William Nash, Jr. James D. Hawkins
Miami........ceeeeennennn Sue McCourt Cobb Patrick K, Barron
Nashville................. Patsy R. Williams Jeffrey J. Wells
New Orleans Sharon A. Perlis Henry H. Bourgaux
CHICAGO*..........c..... Robert J. Day Silas Keehn
Marcus Alexis Daniel M. Doyle
Detroit..........covveuenns Robert E. Brewer Roby L. Sloan
ST. LOUIS........ccoeeee W.L. Hadley Griffin Thomas C. Melzer
Mary P. Holt Joseph P. Garbarini
Little Rock .. Sheffield Nelson John F. Breen
Louisville .... . Wiltiam C. Ballard, Jr. James E. Conrad
Memphis ........c........ G. Rives Neblett Paul 1. Black, Jr.
MINNEAPOLIS John B. Davis, Jr. Gary H. Stern
Michael W. Wright Thomas E. Gainor
Helena..........coccuu... Marcia S. Anderson Robert F. McNellis
KANSAS CITY Irvine O. Hockaday, Jr. Roger Guffey
Robert G. Lueder Henry R. Czerwinski
Denver.........cccvvee James E. Nielson Wayne W, Martin
Oklahoma City ......... 73125 Patience S. Latting William G. Evans
Omaha..........cceunenns 68102 Kenneth L. Morrison Robert D, Hamilton
DALLAS ........ccceovenee 75222 Robert D. Rogers Robert H. Boykin
Bobby R. Inman William H. Wallace James L. Stull
ElPaso......c.ccoeeennen. 79999  Peyton Yates Joel L. Koonce, Jr.
Houston.................. 77252  Walter M. Mischer, Jr. J.Z. Rowe
San Antonio............. 78295 Lawrence L. Crum Thomas H. Robertson

SAN FRANCISCO....... 94120
Los Angeles.............

Alan C. Furth
Fred W. Andrew
Richard C. Seaver

Robert T. Parry
Richard T. Griffith

Robert M. McGill

Portland ...... Paul E. Bragdon Angelo S. Carella
Salt Lake City . Don M. Wheeler E. Ronald Liggett
Seattle ......ocveeeerenenn John W, Ellis 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 5§3202.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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