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Financial Developments
in the Fourth Quarter of 1975

This report, which was sent to the Joint Eco-
nomic Committee of the U.S. Congress on Feb-
ruary 23, 1976, highlights the important devel-
opments in finuncial markets during the fall and
early winter.

The U.S. economy continued to strengthen dur-
ing the fourth quarter of 1975, registering fur-
ther increases in production, employment, and
expenditures. Nevertheless, credit markets ex-
hibited few of the pressures that frequently have
developed at a similar stage in past cyclical
recoveries. Private credit demands remained
moderate, and most interest rates declined sig-
nificantly during the final months of the year.

Growth in the major money stock measures
slowed during the fourth quartcr, while the rate

fnterest rates

of turnover of money balances rose sharply. The
narrowly defined money stock (M;) grew at a
seasonally adjusted annual rate of only 2.5 per
cent, reflecting an essentially flat demand de-
posit component. The sustained weakness of M,
relative to income and interest rates, which has
been apparent for a considerable period of time,
suggests that there has been a fundamental
change in the public’s cash management prac-
tices—a change likely stimulated in part by the
unprecedentedly high level of interest rates in
1974 and facilitated by numerous innovations
that have greatly increased the liquidity of many
interest-earning assets. The sluggish behavior of
M, contributed importantly to the slower growth
of the broader monetary aggregates—M, and
M;—during the fourth quarter, but the modera-
tion of time and savings deposit inflows at banks
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and thrift institutions from the exceptional pace
of earlier quarters also played a significant role.

The Federal Reserve acted during the fourth
quarter to ensure continued growth of the mon-
etary aggregates sufficient to support further
solid gains in economic activity. System open
market operations became more accommodative
over the period. In addition, the Board enacted
two reductions in reserve requirements that,
besides encouraging a lengthening in the matu-
rity of deposit liabilities, increased the lendable
funds of member banks. The first of these regu-
latory actions, effective November 5, reduced
from 3 to 1 per cent the reserve requirement
on time deposits with original maturitics of 4
years or more and lowered the total required
reserves of member banks by about $360 mil-
lion. The second action, announced in De-
cember and becoming effective in early January,
cut from 3 to 2% per cent the requirement on

TABLE |

Changes in selected monctary aggregates

In per cent, seasonally adjusted annual rates

time deposits with original maturities between
180 days and 4 years and reduced required
reserves by $320 million. In January, following
the general decline in short-term market interest
rates, the Board approved a reduction from 6
to 5% per cent in the rate charged member banks
on loans from the Federal Reserve.

Yields on most money market instruments
declined | to 1% percentage points between the
end of September and the end of December and
continued downward in January. By early Jan-
uary the Federal funds rate—the rate commer-
cial banks pay to borrow immediately available
funds overnight—had fallen to 4% per cent. The
decline in market interest rates and the contin-
ued relative weakness of business loan demands
led banks to reduce their prime lending rate in
several steps—from 7% per cent in late October
to 6% per cent in January.

Yields on long-term instruments also moved

1975
Item 1974 | 1975 NOYTIEG
Q2 Q3 04 NOTES:
"Total reserves less required re-
Member bank reserves: serves for U.S. Govt. and interbank
Total .....ooiiiiiiiiiiii i 8.‘57 - Z —gg }% --2 2 gg deposits.
Required reserves 8. -~ -7. 2 - . 2 is currenc . private de-
Nonborrowed ... 1007 1.4 13 -2 116 M is currency plus private de
N : mand deposits adjusted.
Available to support private M. is M. plus be ime and sz
nonbank deposits® ................. 89 - —-4.7 5 26 32 . 2 18 My plus "‘“k time and sav-
ings deposits adjusted other than
Concepts of money calculated from:* large CD's.
Quarterly-average— My is M, plus deposits at mutual
5.0 4.4 .6 7.4 7.1 2.5 savings banks and savings and loan
7.7 8.2 56 102 10.1 6.1 T . }
71 116 75 126 133 92 associations and credit union shares.
106 64 74 56 57 6.5 . I\:L, is M, plus large negotiable
90 9.6 85 94 101 92 D .
My is M, plus large negotiable
CD’s. ’
:t’% g% é; 13; gg ég Savings and Joan associations,
. : . . ' ‘ mutual savings banks, and credit
6.8 11.2 90 145 10.7 8.9 unions, '
10.6 6.3 6.0 7.7 3.0 7.8 Total member bank deposits plus
90 96 83 113 8.1 9.6 X ¢ ¢ CPOSILS plus
funds provided by Euro-dollar bor-
Time and saving deposits r(l)wings and bank. related commer-
(quarterly average basis) al‘; cial paper.
Commercial banks (other than
large CD's) ............ e 10.1 11.5 99 125 127 9.1 NOTE.—Changes  are calculated
Nonbank thrift institutions® .......... 6.1 158 107 16,5 184 142 from the average amounts outstand-
Bank credit proxy, adjusted® ........... 102 4.1 3.1 75 —-16 173 ;’)‘(l:":;l“wv::ﬂrm()nltht (2: cucguqll:il::f;,
o ere noted. arterly-
R average calculations are based on
MEMg ﬁ:ha.nge n b‘llll“’nil.of‘ a4 changes in the average amounts out-
Lal'ge aéB.:eason.a“y-a l“se) ........ 26.3 —6.9 57 —5.0 3.8 standing for a quarter. Annual rates
U.S. Govt. demand d.e:;.)o.sits at all of growth in reserve measures have
member banks ..................L -2.0 8 —1.6 34 -—-10 been adjusted for changes in reserve
requirements.




down moderately during the final quarter of
1975 and into early 1976. The volume of new
corporate offerings marketed in the fourth quar-
ter was large by historical standards, but it was
considerably below the exceptional level of the
first half. Much of the long-term borrowing by
businesses late in the year, as in earlier quarters,
apparently was for the purpose of rebuilding
liquidity and funding short-term debt. Although
the volume of new issues by State and local
governments was much smaller in the fourth
quarter than in the third, municipal yields fell
less than corporate rates because of continucd
uncertainties associated with the financial diffi-
culties of New York City and New York State.

Savings and loan associations further ex-
panded their commitments to make mortgage
loans on residential properties in the fourth
quarter, and the pace of mortgage debt forma-
tion rose further. Both primary and secondary
mortgage yields declined gradually from Oc-
tober through ycar-end, lagging the downward
movement of other market rates.

MONETARY AGGREGATES
Although fluctuating considerably from month
to month, M, grew at only a modest pace on
average during the fourth quarter. The two
components of this aggregate grew at sharply
different rates during the quarter: currency ex-
panded at an 8.4 per cent annual rate, and
demand deposits at a 0.4 per cent rate. The
pattern of greater strength in the currency com-
ponent prevailed throughout 1975, as M, in-
creased 4.2 per cent over the year, with currency
rising 8.7 per cent and demand deposits 2.7 pet
cent.

The income velocity of M,—the ratio of gross
national product (GNP) to M,—advanced at
about a 9 per cent annual rate during the fourth
quarter, after recording a somewhat larger in-
crease in the third quarter. Sizable increases in
the rate of turnover of money balances normally
occur as an economic recovery begins; how-
ever, the rise in velocity during the second half
of 1975, which was much larger than the in-
creases observed in earlier postwar cycles, is
difficult to reconcile with historical relations
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among M, and other economic variables. Thus,
this extraordinary increase in velocity adds to
a growing body of evidence suggesting that
there has bcen a decline in the public’s desired
holdings of money at given levels of GNP and
interest rates.

Contributing to this apparent downward shift
in the demand for M, have been improved
techniques of cash management, introduced
after interest rates reached unprecedented levels
in the summer of 1974, and recent innovations
and regulatory changes that facilitate the use of
intcrest-bearing assets for payments purposes.
These include the spread of overdraft privileges
for personal checking accounts; the growth of
negotiable order of withdrawal (NOW) ac-
counts; the telephonic transfer of funds from
savings accounts to checking accounts at com-
mercial banks, first authorized in April 1975;
and the payment of bills, without regard to type,
through preauthorized nonnegotiable transfers
from commercial bank savings accounts, first
permitted in September 1975. Morcover, in

Changes in the income velocity of Myand M,

Percentage rate of change
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November commercial banks were authorized
to accept savings deposits in amounts of up to
$150,000 from businesses operated for profit,
a service previously offered only by savings and
loan associations and mutual savings banks. By
carly January, these business savings deposits
at commercial banks were cstimated to have
been built up to a total of nearly $2 billion;
much of this is believed to have represented
transfers from business demand deposit ac-
counts, thereby accounting for some of the
weakness in the demand deposit component of
M,.

As noted earlier, the slackened pace of ex-
pansion in M, accounted for a large part of the
moderation of growth in M, and Mj; during the
fourth quarter. But rcduced inflows of con-
sumer-type time and savings deposits at banks
and thrift institutions also contributed signifi-
cantly to the slowdown. At commercial banks,
passbook savings deposits paced the growth of
time and savings deposits other than large cer-
tificates of deposit (CD’s), partly because of
the rapid growth of business savings accounts.
If estimated values of business savings—which
reached $2 billion in carly January—were re-
moved from the November and December
levels, the growth rate in the fourth quarter of
time and savings deposits other than large CD’s
would be roughly 8% per cent rather than the
9 per cent actually measured. In either case,
growth in the fourth quarter was significantly
slower than the 12% per cent pace of the second
and third quarters. At nonbank thrift institu-
tions, time deposits accounted for a larger
proportion of the inflows than did passbook
savings, but the growth rate of total deposits
in the final quarter of the year also was down
from the pace of the preceding two quarters.

The decline in net inflows of time and savings
deposits other than large CD’s represented a
return to more normal rates of growth for these
deposits. The abnormally high rate of growth
during the spring and summer was substantially
bolstered, in all probability, by the large volume
of tax refunds, tax rebates, and social security
payments issucd in the spring; some of the large
third-quarter inflow can be attributed also to an
extraordinary surge in personal income. In the

fourth quarter the growth in personal income
moderated, and there were no special payments
to stimulate time and savings inflows.

The $4 billion increase in outstanding CD’s
during the fourth quarter, following run-offs
throughout the first three quarters, appears to
have been related mainly to two independent
events involving sales by a small number of
large banks. In late September and early Oc-
tober several large New York banks sold CD’s
with maturities extending beyond year-end in
a move to provide for ample liquidity in the
event of financial dislocations associated with
the developing New York City crisis. After
these sales were completed, outstanding CD’s
remained unchanged until early December when
another sharp rise occurred, probably reflecting
efforts by a few large banks to increase deposits
for quarterly financial statement purposes. Sub-
sequent developments support this conjecture,
as large banks allowed nearly $3 billion in CD’s
to run off in early January.

BANK CREDIT
AND COMMERCIAL. PAPER

Demands for short-term business credit re-
mained weak during the fourth quarter even as
the economic recovery progressed. Business in-
vestment in fixed capital continued to lag the
expansion in other sectors, and little progress
was made in rebuilding inventories from de-
pressed levels. In these circumstances rising
cash flows and the proceeds of capital market
issues provided ample funds with which to meet
the current financing requircments of busi-
nesses.

After what appeared to be a firming in de-
mand for business loans in October and No-
vember, the level of these loans dropped sharply
during December. Part of this decline might be
explained by the surge in retail sales in De-
cember that reduced retail inventories and
created substantial inflows of funds to non-
financial businesses. For the entire fourth quar-
ter, business loans expanded moderately, after
having remained unchanged in the third quarter.
Most of this increase, however, represented



TABLLE 2

Rate spreads and changes in
business foans and commercial paper!

Change
Rate R
spread In biltions of dollars? Annual '
Period (basis [T T R ) “_'“[!"
points)? 6 rate ) l""
Busi- | Commer- tota
ness cial Total (per
foans* |  paper® cent)
1974—
Q4 155 1.6 .5 2.1 4.3
1975—
Qt 237 —-1.6 8 -.8 -1.6
Q2 170 —-4.5 —1.5 —6.0 -12.1
Q3 121 -3 -3 ~.6
Q4 192 1.1 —1.6 -.5 -1.0
Qct, 191 1.6 1.3 3 1.9
Nov. 210 .9 —-.8 A .6
Dec, 175 ~1.4 .5 -.9 -5.6

! LAcarporates, revisions based on June 30, 1975, reports of
condition:

2Prime rate less 30- to 59-day commercial paper rate.

3Scasonally adjusted.

AAU all commercial banks based on last- Wednesday-of-
month data; adjusted for outstanding amounts of [oans sold
to afliliates.

5 Nonfinancial company paper measured from end-of-month
to end-of-month.

acquisition of bankers acceptances by a few
large banks; these increased holdings were
largely liquidated in January.

Outstanding nonfinancial commercial paper
declined during the quarter, despite a wider
spread between the bank prime ratc and the
commercial paper rate. Because companies with
high quality ratings have accounted for most of
the borrowing in the commercial paper market
since early 1974, the drop in volume suggests
that such companics are gencrating substantial
amounts of internal funds to meect current
operating needs.

Total loans increased by $3.5 billion in the
fourth quarter, the largest increase.in more than
a yecar. However, the growth of bank credit—
total loans plus investments—moderated during
the fourth quarter as commercial banks reduced
their purchases of securities. The reduction in
such purchases may have reflected declining
yields on Treasury issucs as well as the sub-
stantial additions made to portfolios earlier in
1975. The accumulation of Treasury securitics
during the yecar raiscd bank holdings of these
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securities relative to other asscts, and by De-
cember the ratio of Treasury sccurities to total
assets had reached 11.5 per cent, up from 7.8
per cent a year earlier. This rise, particularly
when viewed in conjunction with the decline
in the outstanding volume of CD’s and related
money market liabilities, is indicative of the
significant improvement that occurred during
1975 in the liquidity positions of commercial
banks.

Components ol
bank credit

Major categorios ol
bank loans

C hange, billions of dollars
LS. GOVT. SECURITIES BUSINESS

4
3
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g ] z
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Scasonally adjusted. Total loans and business loans adjusted
for transfers between banks and their holding  companies,
affiliates, subsidiaries, or foreign branches.

Incorporates revisions based on June 30, 1975, reports of

zeondition.

NONBANK

INTERMEDIARIES AND

THE MORTGAGLE, MARKIST

Deposit growth at nonbank thrift institutions
slowed moderately in the fourth quarter, fol-
lowing very rapid growth in the preceding two
quarters. For 1975 as a whole, the combined
deposits of savings and loan associations and
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mutual savings banks expanded by approxi-
mately 16 per cent, the largest percentage gain
for any year since 1972. As in other recent
years, deposit growth at savings and loan asso-
ciations was substantially more rapid than that
at savings banks—17.7 per cent versus 1.2 per
cent.,

After declining for three consecutive quarters
(on a seasonally adjusted basis), advances by
Federal home loan banks to savings and loan
associations incrcased slightly in the final quar-
ter of 1975. Most of this borrowing occurred
late in December when deposit growth was
slowing and probably was associated with an
increase in mortgage activity as home buyers
completed purchase transactions before the end
of the year in order to take advantage of the
housing tax credit. Repayments of advances in
January more than oftset the December risc.

The expansion in net mortgage Iending that
had begun carlier in the year continued in the
fourth quarter. Sales of existing homes again
accounted for most of the increase in mortgage
debt outstanding, although sales of new homes
apparently picked up further late in the ycar.
The concentration of lending in home mortgages

TABLE 3

Net change in mortgage debt outstanding

In billions of dollars, seasonally adjusted annual rates

1974 1975
Change A e B
Q4 | Q1 Qzl Q3 |04
By type of debt:

Total ....ooovviiiiiiiiiiin 39 34 52 56 6l
Residential ............... 23 21 37 41 47
Other! .............ooveeis 16 13 15 5 14

At selected institutions:

Commercial banks .......... 7 2 2 2 6

Savings and loans .......... 11 17 30 35 36

Mutual savings banks *) 2 2 3 3

Insurance companies . 5 4 2 2

FNMA-GNMA ............. 7 5 3 5 5

MEMO
FHLB advances to S&L.'s 4 -6 -9 -3 2

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

2[.ess than $500 million.

“Estimated.

throughout 1975 reflected hesitancy on the part
of lending institutions and developers to under-
take multiunit construction projects under pre-
vailing conditions. But cven though housing
market participants remained cautious, in the
fourth quarter therc were indications that mul-
tiunit loans were beginning to cxpand some-
what. As earlier, savings and loan associations
continued to provide the bulk of new mortgage
funds, and by the end of 1975 their outstanding
commitments to provide credit had risen to the
highest level since mid-1973.

Deposits ol savings and loans
and of mutual savings banks

Annual rate ol change, per cent

16

1
Q4 01 QY Q3
1974 1975

Scasonally adjusted. Changes based on month-end figures.

With demands for mortgage credit remaining
high, effective interest rates on home mortgages
in the primary market declined only slightly
over the fourth quarter, in carly January the
average intercst rate on new commitments for
conventional mortgages at savings and loan as-
sociations stood at 9.07 per cent, 15 basis points
below the fourth quarter high registered in late
October. In the secondary market, yield declines
were larger. Rates on mortgage-backed securi-
ties guaranteed by the Government National
Mortgage Association fell 70 basis points, from
9.10 per cent at the end of September to 8.40
at year-end. Adjusting to the decline in market
yields, the ceiling rate on home loans insured
by the Federal Housing Administration or
guaranteed by the Veterans Administration was
reduced by ' of a percentage point in early
January to a level of 8% per cent.



SECURTHIES MARKLETTS

Following a record volume of new issues in the
first half of 1975, total corporate demands on
long-term sccurities markets fell off substan-
tially in the third and fourth quarters, though
remaining high by historical standards. Most of
the decline in the volume of long-term financing
in the second half resulted from a drop in
publicly offcred bond issucs of prime-rated in-
dustrial corporations, which had been the major
issuers of long-term debt earlier in the year.
With improved internal cash flows and
strengthened liquidity positions, many of these
firms withdrew from the market as the year
progressed. Debt financing by lower-rated cor-
porations, including public utilities, moderated
to a lesser extent and these firms accounted for
an increasing share of debt issues in the third
and fourth quarters.

TABLL -1
Offerings ol new security issues

In billions of dollars. scasonally adjusted annual rates

[
1974 1975
Type of issue - - X’_ -
Q4 Ol Q2 Q3 "7“()4
e
Corporate securities: total 43 61 60 '44 43
Bonds ....... .. 37 52 47 35 31
Stocks 6 9 13 9 12
Foreign securities ............. 2 5 4 5 8
State and local govt, bonds ..|] 26 27 33 36 26

CListimated.

"Revised.

In addition to bond offerings by domestic
corporations, unusually large volumes of pub-
licly offcred foreign bonds were sold in No-
vember and December—including a $750 mil-
lion offering by the International Bank for Re-
construction and Development and several large
issues by Canadian provinces. Canadian bor-
rowers were attracted to the United States not
only because of lower interest rates but also
because U.S. markets are better able to absorb
the large size of the financings undertaken.

Yields on corporate bonds began to decline
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early in the fourth quarter, primarily in response
to the decline in money market rates. In mid-
November, however, an unexpected build-up in
the prospective calendar of new bond issues,
and concern that credit market conditions might
tighten. temporarily reversed the downtrend in
rales. Subsequently, intcrest rates continued
their downward course, and by mid-January the
index of average yields on newly issued Aaa
utility bonds stood at 8'2 per cent, the lowest
level since early 1974. Expectations of further
slackening in the volume of future long-term
debt issuance and the continued casing in money
market conditions contributed to improved mar-
kets and still lower bond yields in January.

New stock offerings rose moderately in the
fourth quarter, buoyed by a large offering of
a major utility in October. For the year 1975,
new cquity issucs totaled nearly $11 billion,
compared with $6 billion in 1974, as share
prices rosc almost 50 per cent above their 1974
lows. Stock prices moved up only moderately
during the fourth quarter, but in January a strong
rally in the market lifted the Dow Jones indus-
{rial average to its highest level in more than
2 years.

In municipal markets, total offerings of State
and local government bonds declined to a sea-
sonally adjusted annual rate of $26 billion in
the fourth quarter from a record $36 biltion in
the third. Bonds sold by the Municipal Assist-
ance Corporation to provide financial aid to New
York City accounted for approximately 13 and
16 per cent of the third- and fourth-quarter
totals, respectively. Reflecting the easing in
bond markets generally and the sharply reduced
volume of new tax-exempt issues, the major
indexes of municipal yields fell approximately
40 basis points from QOctober through the end
of December.

Although the immediate financing problems
of New York City were alleviated by the Federal
and State aid measurcs passed in December,
investors continued to be concerned with the
cmerging problems of New York State and its
agencies. Furthermore, the moratorium on pay-
ments of principal for New York City notes and
the pending legislative revisions in the Federal
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TABLIS &

Federal Government
borrowing and cash balance

Quarterly totals, in billions of dollars, not scasonally adjusted

1975

Item 1974 | 1975
Qi Q2

Q3JQ4

Treasury
financing:
Budget  surplus,
or deficit (-)|—-109 -~75.2 —18.0 —12.0 "—18.5 ~26.6
Net cash bor-
rowings, or
repayments
=) 11.7 854 195 166 1235 259
Other means of
financing' ..... -53 -78 -8
Change in cash
balance ....... ~-4.4 2.5 2 1.0 729 -21

~36 20 -14

Federally  spon-
sored credit
agencies, net
cash  borrow-
ings? .......... 16.6 2.6 1 -2 r9 1.8

MEMO (net cash
borrowings,
seasonally
adwusted an-
nual rate):

By Treasury ..| 11.7 854 67 97 94 85
By Federally
sponsored
credit agen-
cies ......... 16.6 2.6 7 -3 -1 8

'Checks issued less checks paid, outlays of otf-budget Fed-
cral agencies, accrued items, and other transactions.

?Includes debt of the Federal Home I.oan Mortgage Cor-
poration, Federal home loan banks, Federal land banks, Federal
intermediate credit banks, banks for cooperatives, Federal
National Mortgage Association (including discount notes and
securities guaranteed by the Government National Mortgage
Association), and Farm Credit Banks.

¢Estimated.

"Revised.

bankruptcy laws raised questions about the se-
curity of debt issues of State and municipal
governments generally. As a result, most of the
decline in municipal rates that occurred in the
fourth quarter was concentrated in highest rated
issues, and the spread between high- and low-
rated obligations remained at record levels.

The Federal Government sold more than $25
billion of debt in the fourth quarter, raising to
$85 billion the total (net) borrowing by the
Government in calendar year 1975. Despite the
exceptionally heavy volume of debt issuance in
the fourth quarter, the market for Treasury
issues strengthened, and yields on short-term
issues dropped more than 1'% percentage points
between October and January; long-term yields
fell %2 of a point.

Demands for Government issues were en-
hanced during the fourth quarter by the apparent
desire of many private investors to shift into
assets free of default risk because of disturb-
ances in municipal markets and the continued
concerns about the quality of private credit. The
Federal Reserve System also was a substantial
buyer of Government securities during the pe-
riod, acquiring more than $2.6 billion of Treas-
ury and Federal agency obligations in the course
of its open market operations. In the year 1975
the System increased its outright holdings of
Treasury securities by more than $5.7 billion,
as it purchased $6.2 billion (net) of notes and
bonds and sold $0.5 billion (net) of bills; in
addition, outright holdings of Federal agency
issues increased by $1.6 billion. O
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Survey of Finance Companies, 1975

The Federal Reserve System at 5-year intervals
surveys finance companies that supply special-
ized short- and intermediate-term financing to
businesses and consumers. This article summa-
rizes the results of the most recent survey, which
covered about 3,400 companies.!

The purpose of the 1975 survey was to estab-
lish benchmark data for regularly published
series on consumer and business credit and to
generate information on the composition of loan
portfolios of finance companies and their major
sources of financing.? Whereas the survey
allows some perspective regarding the develop-
ment over time of the finance company industry,
data are as of a single day—June 30—and,
therefore, the results are subject to the large
amount of variation typical of single-date
samples.

The survey results are strongly influenced by
general economic conditions just before the
survey. For instance, the 1975 survey was taken
toward the beginning of an economic recovery
following a lengthy and severe economic reces-

NoTE.-—~This report was written by Evelyn M. Hurley
of the Board’s Division of Research and Statistics. In
particular, Erling Thoresen, Jean Davis, Edith Collis,
and other members of the Divisions of Research and
Statistics and, Data Processing helped Mrs. Hurley to
conduct the survey and prepare the report. The survey
also was conducted with the cooperation and assistance
of the Federal Reserve Banks and of industry trade
associations.

' Previous Federal Reserve surveys of finance compa-
njes were made on June 30 of 1955, 1960, 1965, and
1970} articles describing these surveys were published
in the Federal Reserve BULLETIN for April 1957, Oc-
tober 1961, April 1967, and November 1972, respec-
tively. A

2The monthly consumer and business credit statistics
for finance companies regularly appearing in the Board
statistical releases G.19 and G.20 will be revised back
through July 1970 as soon as possible. Partial data from
these revisions cannot be made available prior to release
of complete historical series. An announcement will
appear in both releases at the time the revised historical
data become available.

sion that had depressed greatly the demands for
both business and consumer credit. The mid-
1970 survey fell in the middle of a much shorter
and less severe economic downturn.

The effects of the recent recession may ac-
count for the slower rate of growth in receiv-
ables held by finance companies over the
1970-75 interval relative to the 1965-70 period.
At the end of June 1975, total gross receivables
outstanding at finance companies were 51 per
cent larger than at mid-year 1970, whereas these
receivables in the previous 5-year span had
increased by 61 per cent.

The recent recession also may have contrib-
uted to the slower rate at which companies
extended their activities into the newer con-
sumer and business credit areas where finance
companies had shown their most significant
growth in the previous S-year interval. In addi-
tion, general credit market conditions were
probably a major factor in explaining the appre-
ciably lower proportion of short-term debt in
finance company balance sheets in mid- 1975,
relative to mid-1970. Since late 1974, finance
companies had been issuing record amounts of
long-term debt, rebuilding liquidity, and fund-
ing short-term borrowing incurred during the
tight money period of 1973-74. In contrast, the
1970 survey—conducted at an earlier stage of
the financing cycle—showed the industry with
historically large amounts of short-term debt,
which companies had used as a source of fi-
nancing so as to avoid locking themselves into
long-term debt at then prevailing high interest
rates (see chart on following page).

DIVERSIFICATION OF
FINANCE COMPANY ACTIVITIES

The 1975 survey indicated a slower but contin-
uing trend of finance companies to move into
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paper rate is monthly average of daily rates. Moody’s corporate
bonds are monthly averages of weckly figures.
areas such as financing of revolving credit,
second mortgages, mobile homes, and leasing,
and out of the financing of passenger cars. These
diversification moves, on balance, have in-
creased the relative importance of business
credit at the expense of consumer credit.

Lending to business accounted for 46 per cent
of gross finance company receivables in mid-
1975, up from 40 per cent in 1970 (Table la).
Of total business receivables, paper—both
wholesale and retail—secured by durable goods
remained the dominant type.® But wholesale
paper, particularly that associated with automo-
bile financing, declined considerably. Leasing,
on the other hand, grew significantly in impor-

3Includes: transactions between manufacturers and
dealers sccured by passenger cars and commercial ve-
hicles, mobile homes, passenger car trailers, motor
homes, boats, airplanes, helicopters, business, indus-
trial, and farm equipment; other wholesale operations
not elsewhere classified; and retail credit arising from
the sale (or purchase) of business, industrial, and farm
equipment, and commercial vehicles (including fleet
sales).

tance, as it had in the previous period. This
continued growth may be the result of an effort
by businesses to reduce their capital spending,
to limit the expansion of balance sheet debt,
and to gain special tax advantages.

As business credit increased in importance,
there was a corresponding decrease in the share
of consumer credit—from 56 per cent of total
finance company receivables in 1970 to about
50 per cent in 1975 (Table la). This decline
paralleled the over-all erosion of the position
of finance companies in the consumer credit
market. The finance company share of that
market dropped from 33 per cent in 1970 to
approximately 28 per cent in 1975, reflecting
a continued increase in competition from other
financial intermediaries—largely credit unions
and commercial banks. In addition, this smaller
market share may have resulted from finance
company efforts to diversify out of consumer
financing during a period when unemployment
rose sharply and real personal income declined,
in order to satisfy increased demands for types
of business financing such as leasing that are
particularly favored by firms during periods of
rapidly rising inflation, high long-term interest
rates, and declining profits.

Within the consumer finance area, personal
loans remained the most important type of con-
sumer receivable outstanding at finance compa-
nies, accounting for 39 per cent of the total
consumer credit portfolio of these companies
(Table 1b). Nonautomotive retail credit—
including revolving credit, which has shown
very rapid growth—was the second most im-
portant consumer receivable, displacing retail
passenger car paper. The drop in automotive
credit to third in relative importance was asso-
ciated with a secular decline in the position of
finance companies as lenders in the passenger
car field as well as cyclically weak auto sales
in 1974 and 1975. Mobile home financing in-
creased slightly as a share of consumer receiv-
ables despite a recession in the housing market.
Monthly statistics for consumer credit had
shown rapid growth in such financing from
mid-1970 through 1973, but little change in
mobile home credit outstanding was evidenced
from the end of 1973 to mid-1975.
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TABLE 1
Gross receivables at finance companies
Amount Percentage change Share of total
(in billions of dollars) | between surveys (in per cent)
[tem .
Mid-1970 |Mid-1975 |1965 -70J 1970--75| Mid-1970| Mid-1975
a. Gross receivables
Consumer ... 31.8 42.8 42 35 56 50
Business 23.0 39.3 78 71 40 46
Other .................. 2.3 3.9 1,107 o9 4 4
Total ............ 57.1 86.0 61 51 100 100
b. Consumer receivables
Passenger cars ........ | ...... 9.9 5 8 29 23
Mobile homes ........ [ ... 3.5 108 49 7 8
Other consumer goods' | ... 12.6 101 62 25 30
Revolving credit ... | ... 5.8 n.a. n.a. n.a. n.a.
Other' .............. | ... 6.9 n.a. n.a. n.a. n.a.
Personal cash loans ... | ... 16.7 42 35 39 39
Secured by second
mortgages ........ I ... 1.9 n.a. n.a. 1n.a n.a.
Other ............... | ... 14.8 n.a. n.a. n.a n.a.
Total ............ [ ... 42.8 42 35 10 100
c. Business receivables
Wholesale .......... .. | ... 10.9 76 47 33 28
Retail (] 63 69 29 28
1.easing | 8.1 352 112 17 21
Other .................. | ... 9.2 34 78 22 23
Commercial accounts
receivable ........ | ... 3.4 41 134 0 8
Factored accounts .. | ... 1.4 82 -5 6 4
Advances to factored
clients ............ | ... 2 n.a. n.a. n.a. 1
MisceHancous ...... | ... 4.2 14 88 10 10
Total ............ | ... 39.3 78 71 100 100

'ncludes home improvement loans not shown separately.
n.a. Not available

SOURCES OF
FINANCING AT MID-1975

Finance companies traditionally operate on a
relatively narrow capital base, relying primarily
on borrowing as a source of funds. As in pre-
vious surveys, stockholders’ equity represented
about one-sixth of total finance company liabili-
ties and capital in mid-1975 (Appendix Table
5).

The bulk of finance company debt is usually
short term, matching the relatively short ma-
turities on the asset side of the balance sheet.
In mid-1975 short-tcrm debt accounted for
slightly more than half of total debt, about in
line with the mix of short-term and long-term

NoTI.- -Figures may not add to totals due to rounding.

debt a decade carlier (Table 2 and Appendix
Table 5). At mid-1970, though, short-term ob-
ligations constituted almost two-thirds of total
debt, as finance companies were reluctant to
borrow long term at the relatively high rates that
prevailed during the 1969-70 credit *“‘crunch.”

Accordingly, the rate of growth in short-term
debt of finance companics over the 5 years to
mid-1975—almost three-fourths of which was
in the form of commercial paper—was notably
slower than in the previous 5-year period (Table
2).

Commercial paper—unsecured  short-term
promissory notes—has been the dominant
short-term liability of finance companies since
the 1960’s. The greatest growth in commercial
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paper as a source of funds for finance companies
came after the tight money period of 1966, when
many companics entered the market for the first
time as a means of hedging against the possi-
bility of a curtailment in bank credit lines. By
mid-1975, with heightened investor concern
over the quality of paper, the number of com-
panies reporting outstanding commercial paper
had dropped to 128 from 138 at the time of
the 1970 survey.

Because commercial paper is unsecured, only
large, well-known firms can secll these notes
readily in the open market. As a result, 67 firms,
each reporting receivables of $100 million and
over, accounted for 97 per cent of the finance
company paper outstanding at the end of June
1975 (Table 3). The bulk of this paper—91 per
cent in mid-1975—is sold directly by the issuing
company to the lender, usually at a lower cost
than that for bank credit. Sclling directly, how-
ever, requires a company to set up and maintain
a well-trained marketing department. Selling
indirectly through dealers usually is the method
used by issuers with only seasonal needs for
funds or with a name not well enough known
to sell without dealer contacts. In general, such
paper carrics a somewhat higher interest yield
than paper placed directly, and in addition, the
issuer always pays ' of a percentage point to
the dealer for his services.

TABLE 2

Finance company debt, mid-1975 survey

Percentage Share of

change total debt
Debt between (in
surveys per cent)

outstanding

Type of debt S bl
ype of de (in billions

of dollars)

70 1970 | 1975

Long-term ........ 29.7 27 81 36 45
Short-term' .. ..., 36.6 101 24 64 55
Bank ........... 7.9 24 20 14 12
Commercial
paper ...... 25.9 147 17 48 39
Dircctly placed 23.7 151 23 42 36
Dealer placed 2.2 125 22 6 3
Total ........ 66.4 67 44 100 100

'Includes short-term debt not elsewhere classified and not
shown separately.
NoTE. - -Figures may not add to totals due to rounding.

1965- 1977()— Mid- | Mid-
5

TABLE 3

Finance company survey respondents
reporting commercial paper liabilities,
midyears 1970 and 1975

Number of companics
Size of company T /T
(consumer and business
loans outstanding, in
thousands of dollars)

In size
category

[ssuing com-
mercial paper

1970 1975 L 1970 1975

100,000 and over ....... 54 67 58 88

25,000-99,999 .. ... 44 34 77 102
5,000-24.999 ........ 26 19 112 204
2,500-4,999 ... ...... 14 7 128 162
1,000-2,499 .......... 1 271 338

500-999 ,........... 424 415
250-499 ............ . 511 563
100249 ............ . o 554 641
Under 100 .............. 826 863
Total number .......... 138 128 2,961 3,376

CONCENTRATION OF
RECEIVABLES,
DEBT, AND EQUITY

Although the number of finance companies in
1975 increased in all size classes over the num-
ber reported in 1970, the concentration of ac-
tivity in the larger firms was not significantly
altered (Appendix Table 6). In the latest survey,
businesses with $25 million and over in receiv-
ables constituted only 6 per cent of the number
of all finance companies; yet these firms held
94 per cent of the value of all consumer receiv-
ables and 97 per cent of the value of business
receivables. In contrast, firms with less than $5
million in receivables made up 88 per cent of
the number of all domestic finance companies,
but these smaller companies held only 3 per cent
of the value of all consumer receivables and 1
per cent of the value of business receivables.
In the most recent 5-year period, the larger
companies—with receivables of $25 million and
more—continued to move toward diversifica-
tion of receivables portfolios. The smaller com-
panies—with receivables of less than $5 mil-
lion—remained highly concentrated in the con-
sumer credit area, particularly in personal cash
loans. What little business credit was held by
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the smaller firms tended to be in the older types
of business credit such as factoring, rather than
in fast-growing areas like leasing.

As for sources of funds, the larger companies
sharply reduced short-term debt relative to total
debt (Appendix Table 7). The smaller firms
reported no change in the maturity distribution
of their debt, possibly indicating that less well-
known borrowers do not have ready accessi-

bility to long-term capital markets. With a
smaller degree of diversification and greater
reliance on short-term financing, the smaller
firms also remained less highly leveraged than
their larger counterparts. The ecquity of the
smaller companies stayed at almost onc-third of
their total liabilities and capital, whercas the
equity of the larger companics remained below
one-sixth.

TECHNICAL NOTE

The 1975 Survey of Finance Companies was de-
signed to collect data on the major assets and
liabilities of finance companies engaged in making
short- and intermediate-term instalment loans to
consumers and/or businesses. In the survey a fi-
nance company was defined as a company (ex-
cluding commercial banks, credit unions, mort-
gage banking firms, mutual savings banks, and
savings and loan associations) in which the largest
portion of its assets were in one or more of the
following kinds of recceivables:

1. Sales receivables—instalment paper arising
from retail sales of passenger cars and mobile
homes; from other consumer goods, such as gen-
eral merchandise. apparel, furniture and housechold
appliances, boats and planes, trailers not usable
as homes, motorcycles, and motor scooters; and/or
from outlays for home improvements not secured
by real estate.

2. Personal cash loans to individuals and fami-
lies—unsccured cash loans or cash loans secured
by life insurance policics, automobiles alrcady
paid for, and other collateral.

3. Short- and intermediate-term business re-
ceivables—Iloans on commercial accounts receiv-
able, inventory loans, factoring of commercial
accounts receivable, leasing, retail instalment sales
(or purchases) of commercial, industrial, and farm
cquipment and commercial vehicles, and whole-
sale financing of consumer and business goods.'

Finance companics were requested to report the

'For a derailed description of these various types of
short- and intermediate-term business receivables see
‘‘Business Financing by Business Finance Companies™
in the Federal Reserve BULLETIN, October 1968.

consolidated recorded operations of their affiliated
U.S. finance companies including the parent fi-
nance company and its domestic subsidiaries
(whether wholly or partly owned) engaged in do-
mestic consumer and/or business financing activi-
tics. Excluded from the consolidation were the
operations of all domestic nonfinance company
affiliates and subsidiaries and all foreign compa-
nies.? Finance company branches and subsidiary
finance companies were asked only to give the
parent [inance company’s name.

The mailing list for the 1975 survey was derived
from various sources: the 1970 survey mailing list,
trade association rosters, trade journals, newspa-
pers, and information on new businesses from the
Department of Health, Education and Welfare.

Pre-survey questionnaires were mailed to 8,425
names appearing on the mailing list. Companics
that responded to the questionnaire with informa-
tion that showed that they were out of business,
not a finance company, or were a subsidiary of
a finance company were removed from the list.
Survey forms were mailed to the remaining 5,458
names, and a follow-up request was sent to com-
panics whose response had not been received 2
months after the first mailing. Special efforts were
made to obtain the reports of large companics,
including virtually all companies with total re-
ceivables of $100 million or more.

The number of survey forms originally mailed
and the major categories into which the responses
fell are shown in the following table:

A domestic company was defined in the survey as
one claiming domicile in one of the 50 States or the
District of Columbia.
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Percentage
Forms Number |distribution
; of of forms
companies|  mailed
Total mailed: ....................... 5,458 100.0
Returned 2,818 51.6
Usable and in survey 1.846 33.8
Not usable ......... ... .. 972 17.8
Not a finance company (173) (3.2)
Finance company subsidiary or|
branch of reporting  com-
PANY. (106) (L9
Out of business .............. (293) (5.4)
Postal return .. (3206) 6.0y
Other ..o (74) (1.4)
Not returned oo 2,640 48.4

In order to obtain estimates of assets and liabil-
itics for the approximately 2.600 companies that
did not return survey forms, a 20 per cent sample
of nonrespondents was chosen. Of this sample 193
had returned pre-survey questionnaires with usable
information about the size and nature of their
business. A subsample of the remaining companics
in the nonrespondent sample was sent (o the 12
Federal Reserve Banks for a special follow-up
using the pre-survey questionnaire. These proce-

dures gave a distribution of nonrespondents as
follows:

Per cent
Within the scope of the survey ........... .. ....58.0
Not a finance company ........................... 6.4
Finance company subsidiary or branch of
TEPOrting COMPany  .............ooovoveeneiaa... 6.1
Out of business ... 6.4
Could not be located ... 19.7
Refusal to answer ... .. 1.9
Nonresponse to all requests ... ... ... 1.5

Information about the approximate size of total
receivables and the types of receivables held by
the 58 per cent of nonresponding companies that
were within the scope of the survey was used to
weight the survey reports from responding com-
panics to obtain the detailed asscts and liabilities
for all finance companies as shown in this report.

The heavy concentration of receivables in a few
large companics makes the dollar aggregates rea-
sonably accurate estimates of the amount and type
of financing underwritten by the finance company
industry. As is apparent, less confidence can be
placed in the estimates of the number of companies
in the smaller size classes and, in particular, in
changes in these numbers from survey to survey.
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APPENDIX TABLES

1. Assets and liabilities outstanding at finance companies by size of reccivables, June 30, 1975

In millions of dollars

Size of company (in thousands of dollars of short- and

intermediate-term loans outstanding)
Balance sheet item Total . - B
I | .
: 100,000] 25,000 5,000-- [ 2,500- | 1,000- 500 250-- 100 | Under
l:md over| 99,999 | 24,999 | 4,999 2,499 | 999 499 249 1 100
]
Assets
Caonsumer receivables. ..o 42,760 37,178 2.712 1,253 419 416 268 181 93 40
Retail passenger car paper................ 9.938 9.351 290 91 53 70 49 19 9 5
Mobile homes. . .............. 3,461 3.247 170 30 2 8 2 1 | N
Revolving consumer instalment credit. ... .. 5,752 5.304 395 36 ........ 14 ........ i | I
Personal cash loans.............. ... . ... 16,715  13.122 1.661 89S 312 279 188 147 78 33
Loans secured by second mortgages ) 1,004 449 264 62 58 25 18 5 1
OWHEr. . et e e 12.058 1,213 631 250 221 164 129 72 31
All other consumer instalment loans...... 6,895 6.354 196 200 52 45 28 13 5 2
Business receivables. ... oo i 39,286 35.930 2,148 4
Wholesale paper. .. ‘ 10,945 10,297 532 1
Automobiles.. ... ..l 7,713 7,632 58
Other consumer goods . .......... 1,273 1,031 193
Allother.......... ... ... ..., 1.960 1,634 280
Retwail paper................ ..., oo 11,067 10,558 340
Commercial vehicles. ... 5,012 4,966 5
Business, industrial, and farm equipment.| 6,055 5.592 135
Lease paper. . ..o i I 8,005 7,575 293
AULO PAPCT. ..ottt ¢2,343 2,297 23
Business, industrial, and farm cquipment.| 3,950 3.562 243
All other 1,772 1,716 26
Other business credit 9,208 7.500 983
Loans on commercial accounts I‘LLLI\ ablg 3,388 2.701 309
Faclored accounts receivable, ... 1,400 1.012 326
Advances to factored clients. ..o 203 138 47
All other receivables. .. ... oo 4,218 3,649 30l
Other receivables. . ... oo o o 3,948 3,748 127 37 9 15 4 4 3 1
Total receivables gross................. 85.994 77,056 4,986 2,195 575 530 298 205 105 45
1o s for unearned income 7,684 6,831 448 230 60 53 31 21 8 2
Le reserves for losses. ..., .. ... 1,623 1,411 100 58 18 17 8 7 3 1
Total receivables—mnet. ... .o 76,687 68,814 4 438 1,906 4496 460 259 177 94 42
Cash and non-interest-bearing deposits. . ... .. 2,667 2,224 267 PL 25 23 12 Y 5 5
Time deposits. ... ..o o S 202 111 37 11 6 18 10 4 2 2
Other loans and iny \lmenls. N 6,745 6,220 296 81 20 78 14 13 ] 7
U.S. government s . Lo 63 36 21 2 2
Other marketable securities. .. ..ot G683 6l 36 4 4 18 4 2 3 1
All other loans and investments, . ... ... ... 5,998 5,573 239 75 22 58 9 11 [ 6
Allother assets. oo i 2,416 1,929 272 97 20 41 22 15 12 8
Total assets—net. ... ... P88,716 79,299 5,310 2,193 573 620 7 219 122 64
Liabilities and capital
Loans and notes payable to banks, ..., ... §.617 5.829 1.485
Short-term P7,900 5.518 1,351
Long-term,.......... 3 312 134
Commercial paper . .o 25,905 25,167 632
Directly placed....... 23,686 23,360 247
Dealer placed. . ... .. 2,218 1,807 385
Other short-term debt 2,815 1,842 440
Deposit liabilities and thrift LLI’[IlIL(HL 1,480 834 413
Other current liabilities. ... ........ o 3113 2.497 463
Other long-term senjor debt. .. ... 23,404 22,614 530
Long-term subordinated debt. . 5,600 4,875 410
All other Labilities . ... ............ 3,823 3,600 60 k 3
Capiltal, surplus, and undivided profits 12,039 872 423 11 182 119 100 67 39
Total lmbllltles ulpl(nl rlll(l surplus. ... 88,716 79,299 5,310 2,193 573 620 317 219 122 64
Mcmnr.mdd.
Short-termdebt. .. ... 36,620 32,527 2,428 1,090 238 176 81 47 2} 8]
Longtermdebt, ... ... o oo 29,730 27,801 1,074 422 131 165 64 47 I8 8
Total debt. . ... 66,35() 60,328 3,503 1,512 369 340 146 94 41 19
Number ()f«.()mpanu.s ..................... 3 "47() 88 102 204 162 318 415 5613 641 863

For notes to Appendix ‘Tables 7, see p. 207,
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2. Direct loans made and paper purchased by finance companies during June 1975

In millions of dollars

Type of loin

Consumer receivables. .. ... ool .
Retail passenger car paper
Mobile homes, . ...
Revolving consumer instalment credit. . .. .
Personal cash loans.......... . ... ..

Loans secured by second mortgages
Other. ... ..o
All other consumer instalment loans

Total

Automobiles. . ..... ,327
Other consumer goods . 326
All other. . 375
Retail paper. . 820
Commercial vehicles. .. ... . 341
Business, industrial, and farm equipment. .| 479
Lease paper. . ... coviii i . 507
Auto paper. .. 270
Business, industrial, and farm equipnent . ! 137
Allother.. ... oo oo, 101
Other business credit. . 13,343

kN
loans on commercial accounts receivablel 1,849
. 983

Factored accounts receivable, .

Advances to factored clients, . .. ! 150

All other receivables. . ... ... ... L 362
Other receivables, ..o ooin oo 655
‘Total receivables gross.............. 13,248

3,368
776
66

218
642
11,660

100,000 25,000- 5,000 !2.500-I 1.000 - 500-
and over 99,999

Size of company (in thousands of dollars of short- and
intermediate-term loans outstanding)

!
250 100-

24,')‘)‘)i 4,999 I 2,499 999 499 | 249

130
10

3.

Consumer receivables outstanding at finance companies—midyears 1965, 1970, and 1975

[

Type of consumer receivables i

Passenger Cars ... ..o vn i 8,822
Mobile homes. .. ...... 1,120
Other consumer goods!. 3,720
Persanal cash loans............oooovi, 8,695

Total consumer eredit.............. 22,357

‘ 1965 ‘ 1970

in millions of dollars

Amount outstanding

Percentage change

1975 1965-70 1970-75 1970

9,250 9,938 5 8 29

2,327 3,461 108 49 7

7,816 12,647 101 62 25

12,380 16,715 42 35 39
31,77 42,760 42 35 100

Percentage of total
consumer receivables

1975

23

8
30
39

100

!Consists of revolving consumer instalment credit and all othes retail consumer goods paper.

For notes to Appendix Tables 1-7, see p. 207.
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4. Business receivables outstanding at finance companies—midyears 1965, 1970, and 1975

T
‘ Amount outstanding

- .. . ’ Percentage of total
: ! | business receivables

Type of business receivable In millions of dollars Percentage change
| - .. — .
1965 \ 1970 1975 1965 70 1970 -75 ' 1970 197§
' 1 !

Wholesale paper 4.239 7.408 10,945 76 47 KR) 28
Automobiles o 2,897 5.053 7,713 74 53 22 20
Other consumer goods. . . e 318 676 1.273 113 88 3 3
AlLother. .. e 1,024 1,739 1.960 70 13 8 5

Retail paper 4,033 6.563 11,067 63 oY 29 28
Commercial vehicl 614 3.090 5.012 92 62 13 13
Business, industrial, and farm equipment, ... 2.419 3.473 6,055 44 74 15 ts
LLase PapeT. oo 841 3802 8.065 352 112 17 21

Auto paper. .. | 816 1,403 2,343 154 67 6 6
Business, industrial, and farm equipment ) 2.299 3,950 | o 72 10 10
Allother. ..o 25 oY 1,772 296 1,690 * 5
Other business credit. ..o o o i 3.817 5.10606 9,208 34 78 22 23
Loans on commercial accounts receivable . .. r.03l | .449 3,388 41 134 6 L
Factored accounts receivable, ..o e 607 1,400 7 4
Advances o factored clients, . ....... . 200 ! 1,472 203 ! 82 Y 6 »
All other... .. oo oo 1.978 2,245 4,218 14 88 10 11
Total business receivables. . ... .................... 12,931 22,999 39,286 78 71 100 100

5. Liabilities and capital outstanding at finance companies—midycars 1965, 1970, and 1975

H Amount outstanding .
Percentage of total liabilities
and capital

Type of liability [ willions ol dotluaes Percentage change
1965 1970 1975 1965- 70 | 1970 75 | 1965 | 1970 | 1975
| | | 1
Bank loans. ... oo o i l 5.559 7,551 8,617 6 14 15 13 10
Short-term 5.290 6,581 7.900 24 20 15 I 9
Long-term 269 969 718 260 <26 1 2 |
Commercial paper. ... o ! 8.933 22,073 25,908 147 17 25 36 29
Dicectly placed. .. | 7.677 19,247 23.686 151 23 21 22 27
Dealer placed. ..o 1.256 2,826 2,218 125 =22 3 5 3
Other short-term notes .. ..o, 547 975 2815 78 189 2 2 3
Deposit liabilities. e : 707 639 1,480 - 10 132 2 ! 2
Other current liabilities P 2,209 3.4068 3.3 57 =10 ] [ 4
Other long-term seniordebt. .. oo 9,159 11,154 23,404 22 110 25 18 26
Subordinated debentures. .o oo oo i i 3.497 4,347 5,609 24 29 10 7 8
All other fiabilivtes, . ... L o 220 424 3,823 93 802 1 1 4
Capital and surplus. ... ... oo . 5,443 9,947 13,951 83 40 15 16 16
I
Total liabilities and capital.............. 36,275 60,577 88,716 67 47 100 100 100
Miao: h o ) .
Short-term debt T 14,741 29,0629 36,620 101 24 41 49 41
lLong-term debt 12,954 16,470 29,730 27 81 36 27 34
Total debt. ............... ... ... ‘ 27,695 46,100 66,350 67 44 76 76 75

For notes to Appendix Tables 1--7, see p. 207,
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6. Receivables outstanding at finance companies—midyears 1970 and 1975

Type of receivable

Size of company (gross receivables outstanding, in millions of dollars)

All companies

‘ 25 and over 51025 '

Under §

1970 l 1975 ‘ 1970 1975 1970 1975 r 1970 { 1975
i
Amount outsmndlm,, in millions ol‘ dollars

Consumer recejvables. ..o oL i 31,773 42.760 29,726 40,090 856 1.253 1,191 1,417
Retail passenger car paper. . . 9,250 9,938 8,892 ‘),()41 124 91 234 205
Mobile homes................. 2.327 3.461 2,302 3.417 7 30 18 14
Qther retail consumer goods paper.......... 7.816 |2 647 7,482 12,249 162 230 172 161
Revolving credit.......ooo ool .. 5,752 n.i. 5,699 n.a. 36 n.a. 16
OLher . o e n.a., 6 89§ n.a. 6,550 n.d. 200 n.it. 145
Personal cash loans. ... ., 12,380 16,7I5 11,051 14,783 564 895 765 1,037
Secured by second mortgages n.a. 1,946 n.a. 1,513 n.a. 264 n.i. 169
Other n.a. 14,709 n.a. 13,271 n.a. 631 n.a 867
Business rece 22.999 39,286 22.429 38,078 305 904 265 304
Wholesale paper.............. oo 7.408 10.945 7.391 10,829 45 60 32 57
Automobiles. .. ... oo 5.053 7.713 5.030 7.690 S 13 12 10
Other consumer goods. ... oo.v ., 676 1.273 650 1,224 19 20 7 22
All other 1.739 [,960 1,708 1,914 21 21 13 25
Retail paper e .. . 6,563 11,067 6,423 10,898 55 {22 85 47
Commercial vehicles. ... ... ... ... 3.090 5,012 3,048 4,971 12 22 30 18
Business, industrial, and farm cqulpmum. . 3.473 6.055 3,373 5,927 43 100 57 28
1.case paper, . 3,802 8,065 3,706 7,868 73 151 23 46
Auto p.lpu 1.403 2.343 1,393 2,320 5 13 5 4
Business, indus ial, and fa rm uipment. . 2,299 3,950 2,240 3,805 43 106 16 38
All other . 99 1,772 72 1,742 25 28 2 3
Other busine g .. 5.166 9,208 4,911 8.483 131 572 124 155
[.oans on commercial accounts ruuvamu. . 1,449 li 288 \ 1,358 J,(3)l() 45 303 46 75
Factored accounts receivable 00 1,338 30 1 32
Advances 1o factored clients . . 1.472 203 ! 1,427 185 } 2 . 17 18
Allother. .. ... o 2,245 4,218 2,125 3,950 58 239 62 29
Other receivables. oo oo ! 2.342 3,948 2,275 3.875 19 37 48 a6
Total rec Ihlcs - Lross e 57 113 85,994 54,430 82 042 1,180 2, 195 1 ,504 1,758
Numht.r of mmp‘ml«,s .......... _ .. ......... 2 ‘)() 1 "476 135 1‘)0 112 204 2 7l4 2,982

7. Liabilities and capital outstanding at finance companies —midyears 1970 and 1975

Size of company {(gross receivables mustandmg in millions of dollars)
- R L T ——. — . . —
Type of liability All companies l 25 and over 51025 Under 5
R b -
1970 ‘ 1975 r 1970 1975 ’ 1970 1975 1970 1975
Amount outsldmhng, in miltions of dollars
Bank loans., ... o i i 7,551 8,617 6,538 7,314 542 783 471 519
Short-term, | 6.581 7,900 5,752 6,869 483 654 345 317
Long-term. . 969 718 786 446 59 130 124 [41
Commercial paper. ........oocoiiiooan 22.473 25, ‘J(lS 22,014 25,799 40 85 35 20
Directly placed. ... 19,247 23,686 19,205 23,607 27 59 29 20
Dealer placed ... 2,826 2,214 2,809 2,192 14 26 5 *
Other short-term not 975 2,815 300 2,288 45 35t 114 176
Deposit liabilities. . . 639 1,480 500 1,247 59 119 80 13
QOther current liabilities. . . .. 3,468 3.113 318 2,960 96 67 57 85
Other long-term senior debt. 11,154 23.404 10,904 23,144 32 (9 (8 {4Q
Subordinated debentures 4,347 5,609 4,098 5,285 122 173 130 151
All other liabilities 424 3,823 328 3,660 31 71 65 93
Capital and surplus. . ... oo 9,947 13,951 9,151 12,911 278 423 518 618
T'ota ll liabilities .md »urplus ............. 60,577 88, 716 57 644 84, 609 1,346 2,193 1,587 l 915
Memo: . . .

Short-termdebt. ... .. Lol 29,629 36,620 28, 566 34,955 568 1,090 495 576
Long-term debt. .. 16,470 29,730 15,785 28,875 313 422 373 433
Total deht 46,099 66,350 44,351 63,831 481 1,512 868 1,009

For notes 10 Appendix Tables 1-7, see p. 207.
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NOTES TO APPENDIX TABLES

1. Receivables include direct loans and paper purchased from
manufacturers, wholesalers, and retailers before deduction of
reserves for uncarned income and losses. ‘They include bulk
purchases of paper from veadors.

2. Rerail passenger car paper consists of credit arising from
retail sales of passenger cars to consumers. [t excludes lease
paper. fleet sales, personal cash loans secured by automobiles
already paid for, and loans to finance the purchase of commer-
cial vehicles and farm equipment.

3. Mobile homes credit consists of paper arising {rom the
retail sale of complete dwelling units built on a chassis and
capable at time of initial purchase of being towed over the
highway by truck but not by car. It ¢excludes paper ured
by real estate, Tease paper. and paper arising from retail sale
of travel trailers.

4. Revolving consumer instalment credit consists of credit
extended on a credit-line basis. A single contract governs
multiple use of the account. Generally, credit extensions can
be made at consumer discretion, provided that they do not
cause the outstanding balunce of the account to exceed a
prearranged **eredit fimit. "’

5. Personal cash loans to individuals and families consist
of secured and unsccured loans made for houschold, family,
or other personal expenses. They include loans secured by
insurance policies. automobiles already paid for, and other
collateral. They exclude loans for business purposes and redis-
counted loans.

6. All other retail consumer goods loans consist of credit
arising from nonrevolving credit retail sales of consumer goods
other than passenger cars and mobile homes. Such goods
include general merchandise, apparel, furniture, houschold
appliances, ctc, Also included in this category are boats,
airplanes, and helicopters for personal use as well as motor
homes and reereational camping and travel trailers not designed
as permanent housiag. In addition, credit to linance alterations
or improvemerts in existing single-family properties occupied
by the borrower and not secured by real estate mortgages is
included along with auto repair loans. Lease paper is excluded.

7. Wholesale automotive paper consists of credit arising
from transactions between manufacturers and dealers secured
by passenger cars and commercial vehicles. Paper secured by
mobile homes. passenger car trailers, boats, airplanes, heli-
copte and motor homes is excluded.

8. Other wholesale consumer goods paper consists of credit
arising from wholesale loans on consumer goods other than
automobifes. ICincludes wholesale paper onnobite homes and
passenger car trailers, as well as on motor homes, boats,
airplanes, and helicopters manufactured primarily for the con
sumer market. It excludes paper on business, industrial, and
farm cquipment.

9. All other wholesale credir includes wholesale financing
of business, industrial, and farm cquipment as well as credit
arising from any wholesale operation not tisted elsewhere.

10, Retail commercial vehicle paper consists of credit arising
from retatl sales of commercial land vehicles o business. It
includes trucks. buses, taxicabs, truck-trailers, tractor-trailers,
and other “*on the road™ vehicles for which motor vehicle
licensing is required. It also includes fleet sales of passenger
cars. It excludes paper on business, industrial, and farm
cquipment and lease paper.

11, Retail paper on business, industrial, and farm equipment
consists of credit arising from the retail sale to business of
(or trom the purchase of) business, industrial, and farm cquip-
ment. It includes all *roff-the-road™ equipment for which motor
vehicle licensing is not required. Loans may be secured by
chattel mortgages or conditional sales contracts  (purchase

money security agreements) on the machinery or equipment.
It excludes lease paper, loans on commercial vehicles, and
foans secured by real estate imortgages.

12, Lease paper on automobiles includes paper arising from
“Hinance' leases as well Cpure’ or operating’’ leases or
“rentals’’ on passenger cars and commercial land vehicles.

13. Lease paper on business, industrial, and farm equipment
inctudes paper arising from **finance’” leases as well as ““pure™
or “operating’” feases or rentals”” on income: producing busi-
ness, industrial, and farm cquipment.

14. All other lease paper consists of paper arising from
the sing of mobile homes and passenger car trailers, motor
homes, boats, airplanes, and helicopters as well as from the
leasing of furniture, appliances, television sets, ete. It includes
any lease paper not elsewhere classitied. It includes paper
arising from “*finance™ leases as well as “*pure”™ or “*operat-
ing”’ leases or “'rentals. ™’

L5, Loans on commercial accounts receivable counsist of
loans secured by commercial accounts receivable. This cate-
gory excludes the balances withheld from customers pending
collection of receivables.,

16. Factored commercial accounts receivable include com-
mercial accounts receivable purchased from factored clients
less any amount due and payable to factored clients.

17. Advances 1o factored clients consist of secured and
unsecured advances to factored clients, not included elsewhere,
in ¢xeess of receivables purchased. All factored client balances
thar result in a debit position are included.

18. All other business credit includes import-export loans,
dealer capital loans, small loans used primarily for business
or farm purposes, multi-collateral loans, inventory loans, re-
discounted receivables of other finance companies less batances
withheld, and all other business loans not elsewhere classitied.
It excludes loans sceured by real estate unless included as part
of a multi-collateral loan.

19. All other loans and investments include the consotidated
companies” investment in foreign subsidiaries and afliliates and
in nonconsolidated domestic companics. Nonconsolidated sub-
sidiary and affiliate company claims on the consolidated comn-
panics are netted against the consolidated companies® invest-
ment here. Also included are real estate first mortgage invest-
ments and any other loans and investments not elsewhere
classified.

20. All other asyets are shown at book value.

21. Directly placed commercial paper consists of negotiable
profissory notes of large denominations sold directly to the
investor and issued tor not longer than 270 days. It includes
short-term “*master’” notes.

22. Dealer pluced commercial paper consists of negotiable
promissory notes sold to or through commercial paper dealers
and issued for not longer than 270 days, and for which interest
rates are determined in the commercial paper market. It in-
cludes documented discount notes, i.¢. commercial paper ac-
companicd by an irrevocable letter of credit issued by a bank.

23. Long-term senior debt not elsewhere classified consists
of unsubhordinated long term loans, notes, certificates, negotia-
ble paper. or other indebtedness not classified clsewhere,
including that portion maturing in less than 1 year.

24. Long-term subordinated debt consists of debt subordi-
nated to other debt by terms of indenture. 1t includes subordi-
nated debt maturing in less than 1 year.

.

n.a. Not available.

#Less than 0.5 per cent or less than $500, (0.

NoOTE. - Components may not add to totals because of
rounding.
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Treasury and Federal Reserve
Foreign Exchange Operations

This 28th joint interim report reflects the
Treasury—Federal Reserve policy of making
available additional information on foreign ex-
change operations from time to time. The Fed-
eral Reserve Bank of New York acts as agent
for both the Treasury and the Federal Open
Market Committee of the Federal Reserve Sys-
tem in the conduct of foreign exchange opera-
tions.

This report was prepared by Alan R. Holmes,
Manager, System Open Market Account, and
Vice President in charge of the Foreign Func-
tion of the Federal Reserve Bank of New York,
and by Scott E. Pardee, Deputy Manager for
Foreign Operations of the System Open Market
Account and a Vice President in the Foreign
Function of the Federal Reserve Bank of New
York. It covers the period Bdigiss=855=through-
January 1976. Previous reports have been pub-
lished in the March and September BULLETINS
of each year beginning with September 1962.

Following the dollar’s sharp recovery against
the major European currencies early last sum-
mer, during which the Federal Reserve was able
to repay in full its swap drawings arising out
of operations in late 1974—early 1975, the ex-
change markets settled into better balance in
August and carly September. The dollar then
came into rencwed hecavy demand in response
to further favorable news on the U.S. economic
recovery and to expectations that interest rates
here would continue to firm ahead of interest
rates in most other industrial countrics, where
recovery was lagging. By September 22-23,
dollar rates against major European currencies
had been bid up by some 4 to 5 per cent above
end-of-July highs. In order to moderatc the
day-to-day rise, foreign central banks sold siz-
able amounts of dollars in their respective mar-
kets. The Federal Reserve took the opportunity
to purchase moderate amounts of German

marks, adding $59.3 million equivalent to bal-
ances in August-September, and to buy $6
million of Belgian francs to hold against the
remaining swap indebtedness outstanding since
1971.

By then, however, the long-brewing contro-
versy on how to resolve New York City’s fiscal
difficulties was beginning to weigh on market
psychology toward the dollar. Moreover, in
early October, U.S. interest rates turned down
once again amidst scattered indications that the
pace of the recovery might have slowed, while
more favorable signs of a near-term pick-up of
some European economies raised the prospect
of a hardening of interest rates abroad. In this
uncertain atmosphere, the dollar lost buoyancy
and dollar rates dropped off sharply in sporadic

TABLE 1

Federal Reserve reciprocal currency
arrangements

In millions of dollars

Amount of
facility,
Jan. 31, 1976

[nstitution

... - R

Austrian National Bank ....................... ! 250
National Bank of Belgium .................... 1,000
Bank of Canada ...............oiiveiiiiinn., 2,000

National Bank of Denmark ................... 250

Bank of England .............................. 3,000
Bank of France ................................ 2,000
German Federal Bank ......................... 2,000
Bank of Italy .............. 3,000
Bank of Japan 2,000
Bank of Mexico 1360
Netherlands Banks ... 500
Bank of Norway .......................L 250
Bank of Sweden ...l 300
Swiss National Bank ........................ .. 1,400

Bank for International Scttlements:
Swiss francs/dollars ............ ... L 600
Other authorized European currencies/dollars 1,250

Total 120,160

Increased by $180 million effective August 29, 1975.
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TABLE 2
Federal Reserve System activity under its reciprocal swap lines
In mullions ot dollars equivalent
: 1
’ | Drawings, or repayments () |
System } a - h System
commit- 1975 ‘ 1976 | commit -
Transactions with ments, ) . ments,
Jun. 1. | e T T o | . : i .lun. l],
1975 ol Q2 Q3 04 | January | 1976
o . P . [ | - [
. [ 16.7 3. (254.0
National Bank of Belgium ... o000 . 261.8 ) __21().; 8.1 _44_7[L 252.9
’ . 45.6
Bank of Irance ... -5 405
. 644.1 3.4
German Federal Bank ... 218.7 250 —48)7.7 4135
49.0 47.3
Netherlands Bank .o | 3.2 —060.6 88
’ 52.1 . 2196.0
Swiss National Bank ... ... o 378.5 152 159.4 567.2
Bank for International Scttlements I
(Swiss francs) .. .. L 600.0 60,0
. ; [ 861.9 169.4 250.0 }
Potal ... i 1,462.2 1 250 - 7727 —462.8 181 —44.7 1,420.1

I

'Amount by which the dollar countervalue of the Federal Reserve’s pre-August 1971 Belgian franc commitments, adjusted
for the Belgian frane revaluation of 1971, was increased to reflect the two U.S. dollar devaluations of 1971 and 1973,

z Amount by which the dollar countervalue of the ederal Reserve’s pre-August 1971 Swiss franc commitments was increased
10 take account of the two U.S. dollar devaluations of 1971 and 1973, This increase is retlected entirely in the System’s position
with the Swiss National Bank because of a transter of Swiss franc commitments from the BIS to the Swiss National Bank
sufticient to keep Federal Reserve commiunents to the BIS within the $600 million swap facility.

Note.  Discrepancies in totals are due to rounding.

bouts of selling pressure. In an effort to maintain
order and resist the decline, several foreign
central banks entered the market as buyers of
dollars—on some days in sizable amounts. The
New York market also turned unsettled on oc-
casion in carly October, and the Federal Re-
serve, operating on 4 days between October 1
through October 15, sold a total of $50. 1 million
equivalent of marks from balances. Thereafter,
the dollar leveled off around 4 to 5 per cent
below late-September highs against the major
European currencies.

Over subsequent weeks, dollar exchange rates
still fluctuated widely on a day-to-day basis.
Although European central banks continued to
buy dollars on balance when the dollar came
under pressure in their markets, the New York
market was generally quiet and there was no
further need for the Federal Reserve to sell
foreign currencies. In fact, as the clements of
a compromise solution on New York City’s
finances gradually emerged, the dollar regained
some of its carlier buoyancy and firmed by 1
to 2 per cent into carly December. Thereafter,

through the year-end the dollar traded fairly
narrowly. The Federal Reserve intervened on
two occasions to steady the market, sclling $9.1
million of marks out of balances. Otherwise,
the System took a number of opportunitics to
acquire mark balances, buying some $60.6 mil-
lion equivalent in the market and from corre-
spondents from October through the year-end.

Meanwhile, the heads of state of the six major
industrial countries mecting at Rambouillet,
France, on November 15-17, 1975, affirmed
their intention “‘to work for greater stability in
underlying economic and financial conditions in
the world economy. At the same time, our
monetary authorities will act to counter disor-
derly market conditions or erratic fluctuations
in exchange rates.”” Reports of this agreement
were well received in the exchanges.

Coming into 1976, the markets were fairly
optimistic toward prospects for the dollar. The
United States continued to make progress
toward reducing inflation. Our competitive po-
sition remained strong with the trade balance
still in sizable surplus. The latest economic
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TABLE 3

Drawings and repayments on Federal Reserve System by its swap partners

In millions of dollars

Drawings, or repayments ()
Drawings Drawings
on = on
Banks drawing on System System, 1975 1976 System,
Jan. 1, _ . ) Jan. 31,
1975 1976
ﬁ Ql Q2 Q3 Q4 January |
Bank of Italy ... ' . 250.0 250.0
. ic . 180.0  180.0
Bank of Mexico ................ ... " 36000
Bank for International Settlements 45.0 1.0 125.0 19.0
(against German marks) .......... ... —45.0 -0 --125.0 -19.0
I
. 45.0 1.0 305.0 199.0 250.0 250.0
Total ... {_45'0 1.0 1250 —379.0 }

indicators suggested that the slowing of the U.S.
recovery in late 1975 had been only temporary
and that, if anything, our recovery was more
solidly based than the incipient upturns in other
industrial countries. Thus, altholigh U.S. inter-
est rates continued to drift downward, the de-
cline was expected to be temporary. In this
atmosphere, consequently, the dollar was
shielded from the variety of tensions that devel-
oped in markets for other currencies in early
1976.

By that time, divergent price and productivity
performances among European countries had
led many market participants to expect that
exchange rate adjustments might again be nec-
essary, both by those within the Economic
Community (EC) ‘‘snake’’ arrangement and by
other European countries whose trade is closely
linked to that group. Early in January, the Swiss
franc came into strong demand and rose further
to new highs against the German mark before
heavy intervention by the Swiss National Bank
helped to steady the market. Then, in the con-
text of a prolonged cabinet reorganization in
Italy, the lira came under heavy selling pressure
and, after cxtensive support operations, the
Bank of Italy withdrew from the market on
January 21 to conserve its cash reserves. Over
subsequent days the lira dropped away by 6%
per cent against the German mark, and, as
rumors spread that further exchange rate moves
were imminent, other currencies also came

under selling pressure, including particularly the
French franc and the Belgian franc. These es-
sentially speculative selling pressures were
strongly resisted by the authorities of the re-
spective countries.

Since the dollar figured heavily in these
flows—both as a vehicle currency for many
market participants and as an intervention cur-
rency for central banks—the dollar also occa-
sionally came on offer, particularly late in the
month when a broader speculative demand built
up for German marks, Dutch guilders, and
Swiss francs. By the month-end, the dollar had
slipped some 2 to 3 per cent against these
currencies from early-December levels. During
January, to avoid a disorderly decline of dollar
rates, the Federal Reserve offered marks in New
York on four different days, selling a total of
$47.3 million equivalent. These sales were out
of balances and were partly offset by $29.8
million of purchases from correspondents during
the month.

The strains on European currencies continued
into February. But, after further strong official
statements that underlying economic conditions
did not justify any realignment of EC curren-
cies, as well as sustained central bank interven-
tion complemented by domestic monetary ac-
tions, the markets began to settle down once
again by midmonth. The more effectively coor-
dinated intervention through late 1975—early
1976 and the expanded consultations among the
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TABLE 4
U.S. Treasury securities, foreign currency series
In miltions of dollars equivalent
Issues, or redemptions ()
Out- Out-
standing, T D ' 7L standing,
Issued to-- Jan. [, 1975 1976 Jan. 31,
1975 1976
e [
Q1 ] Q2. ] Q3 ’ 04 i January |
Swiss National Bank ............... ... 1,599.3 1.599.3
Total ... 1,599.3 1,599.3

central banks were facilitated by various inter-
national agreements over the past year, includ-
ing those among the Federal Reserve, the Ger-
man Federal Bank, and the Swiss National Bank
in London in February 1975; between the U.S.
Treasury and the French Finance Ministry in
Rambouillet; and by the Interim Committee of
the International Monctary Fund (IMF) in Ja-
maica in January 1976.

In December the dollar countervalues of the
Federal Reserve’s Swiss franc and Belgian franc
swap commitments incurred prior to August
1971 were adjusted upward to take into account
the dollar devaluations of December 1971 and
February 1973. At the same time, Belgian franc
commitments were lowered to reflect the franc’s
December 1971 revaluation. As a result, the
dollar equivalent of outstanding indebtedness in
these currencies was increased, respectively, by
$196 million to $1,167.2 million and by $54
million to $315.8 million. Following these for-
mal adjustments, the Federal Reserve began to
acquire modest amounts of these currencies in
the market or through correspondents to make
progress toward liquidating that debt. Specifi-
cally, in addition to the $6 million of Belgian
francs acquired in September, the System
bought a further $68.4 million equivalent in the
market and from a correspondent during De-
cember 1975-January 1976, of which $62.9
million equivalent was used to repay swap
drawings in that currency. As a result, Belgian
commitments were reduced to $252.9 million
of francs by the end of January. In Decem-
ber-January the System acquired $16.3 million

of Swiss francs in transactions with corre-
spondents, which was held in balances against
the outstanding debt in that currency.

In sum, during the August 1975-January
1976 period, the Federal Reserve purchased a
total of $240.4 million equivalent of forcign
currencies and sold $106.5 million equivalent.
Operations in German marks accounted for
$149.7 million cquivalent of total purchases and
all of the sales. The remaining purchases were
$74.4 million of Belgian francs and $16.3 mil-
lion of Swiss francs.

In other operations, the swap linc with the
Bank of Mexico was increased from $180 mil-
lion to $360 million in August. The full amount
was subsequently drawn by the Bank of Mexico
in September and October to meet temporary
needs and was fully liquidated prior to maturity
in December. In addition, on January 20 the
Bank of [taly drew $250 million under its swap
arrangement with the Federal Reserve.

GERMAN MARK

Unlike the United States, Germany remained in
recession at midyear, with the economy not yet
responding to the expansionary fiscal and mon-
etary policies pursued since late 1974. Export
demand was stil] weak as a result of the decper-
than-anticipated recession in Europe; in re-
sponse to the deteriorating economic climate at
home, a sharp jump in the savings rate kept
domestic demand in check. During the summer,
therefore, the German authorities took further
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steps to stimulate the economy. In July—August
the federal government revealed plans for an
expanded public works program to begin in the
fall, coordinated with similar programs in
France. In mid-August the German Federal
Bank announced its fifth cut in the discount and
Lombard rates for the year to 4 per cent and
5 per cent, respectively. It followed up earlier
moves to releasc reserves by reducing require-
ments on nonresident deposits to the level ap-
plicable to domestic liabilities. In addition, to
ease the strains on German capital markets that
resulted, at least in part, from the swollen bor-
rowing requirements of the German Govern-
ment, the German Federal Bank embarked upon
large open market purchases of federal bonds,
thereby injecting further liquidity into the mar-
ket.

As a result, German short-term interest rates
fell cven further below those in the Euro-dollar
market and banks placed large amounts of funds
abroad. These outflows, reinforced by large-
scale unwinding of nonresident investment in
German portfolio securities and an unfavorable
shift of leads and lags, more than offset a
continuing but much reduced surplus on current
account. Thus, market psychology shifted de-
cidedly against the mark, and, with some
dealers moving to take up short positions, the
German mark was pushed down by almost 10
per cent from June to trade around $0.3900 early
in August. As the mark declined, the Federal
Reserve acquired sufficient marks to repay by
late July all remaining swap drawings on the
German Federal Bank incurred in market
operations since October 1974 and, in carly
August, began building up a small balance.

Meanwhile, German capital markets re-
mained strained and long-term interest rates
showed no tendency to ease in response to the
steady drop in short-term rates. Consequently,
the German authorities moved further to provide
assistance to these markets, while also offsetting
some of the capital outflows, by announcing a
relaxation of controls on forcign purchases of
German securitics. In this connection, prohibi-
tions on interest payments for nonresident de-
posits were climinated and the authorities ex-
tended through September their recent 1-month

ban against the f{lotation of new foreign bond
issues in Germany.

Following thesc actions, the German mark
steadied, trading with little day-to-day fluctua-
tion until mid-September. At that point, the
German Federal Bank eased monetary policy
further by reducing its discount and Lombard
rates another %2 of a percentage point and in-
creasing banks’ rediscount quotas. At the same
time, however, U.S. interest rates firmed again,
and these divergent trends triggered a rencwed
risc of the dollar across the board. The mark
came hcavily on offer, extending its slide a
further 4% per cent to a 19-month low of
$0.3728 by September 23. The German Federal
Bank sold a large amount of dollars to moderate
the decline. The Federal Reserve also purchased
marks to add to its balances, having acquired
$59.3 million equivalent since early August.

As reports of concerted European intervention
to assure orderly markets circulated, market
expectations of further sharp declines in the
mark rate subsided. Dealers then started to cover
the short positions that they had built up while
the mark was weakening. Moreover, by this
time the earlier capital outflows from Germany
began to taper off. German banks reduced their
placements abroad to meet growing demand for
credit at home from both the private and public
sectors. At the same time, public authorities,
taking advantage of thc leeway provided by the
casing of controls on capital inflows, began to
import funds from abroad. Thus, within days
the mark rcbounded almost to the levels of early
September, and this rapid turnaround inserted
a note of caution in the market.

Meanwhile, the dollar was coming on offer,
as dealers focused increasingly on the wide-
spread press coverage of New York City’s tiscal
difficultics and as U.S. money market ratcs
turned down. At the same time, Germany was
recording a pick-up of consumer demand and
a modest revival of foreign orders. Thesc carly
signs of recovery, plus expectations that the
German Federal Bank would soon suspend its
support for the bond market, led many market
participants to anticipate an early firming of
German interest rates.

Consequently, demand for marks was build-
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ing up when a sizable shift of funds out of
sterling into marks as well as French francs on
October | sparked heavy bidding for marks. As
trading grew progressively more nervous, the
mark began to swing more widely and the
German Federal Bank and the Federal Reserve
both resumed intervention to maintain orderly
trading conditions. Operating on 4 days between
October | and October 15, the Federal Reserve
sold a total of $50.1 million equivalent of marks
from balances. Thereafter, although the rate
remained volatile and the German Federal Bank
continued to intervene in Frankfurt, trading ac-
tivity in New York was subdued and there was
no further need for sales of marks by the Federal
Reserve. During periods of dollar buoyancy in
October, however, the System was able to pur-
chase $36 million equivalent of marks {or future
contingencies. By late October the mark had
leveled off at around $0.3900, up 4% per cent
from its mid-September lows.

By November, market fears of a cumulative
decline in dollar rates had quicted. The actual
suspension of the German Federal Bank’s sup-
port program for the domestic bond market was
taken in stride by the German capital markets,
with little impact on bond yiclds. Progress
toward a compromise resolution of New York
City’s fiscal problems, culminating in President
Ford’s announcement of temporary Federal aid
to the city on November 26, rcassured the
markets. Moreover, the finance ministers at-
tending the Rambouillet summit meeting
pledged to work for greater stability in economic
and financial conditions and to act to counter
disorderly market conditions or erratic fluctua-
tions in cxchange rates. Reports of this agree-
ment were generally well received in the ex-
changes. As a result, speculative demand for
marks subsided, and the mark moved down
toward levels of carly September.

A leveling-off of U.S. interest rates, as well
as news of an cighth consccutive large U.S.
trade surplus in October and of a smaller-than-
expected German surplus for that month, helped
sustain the decline. Thus, by mid-December the
mark had dropped back 3 per cent from its
late-October highs to $0.3792. As the mark
cased, the German Federal Bank sold most of

the dollars it had taken in during October while
the Federal Reserve took the opportunity to
purchase $24.6 million equivalent of marks to
add to balances.

During the rest of December, trading in marks
was genetally orderly and the Federal Reserve
intervened on only two occasions. On December
19, European currencies were gencerally bid up
against the dollar following crroncous reports
from the Group of Ten meeting in Paris that
the Bank for International Settlements (BIS)
would be willing to auction IMF gold to central
banks. The Federal Reserve entered the market
with modest offerings of marks, selling $6 mil-
lion cquivalent from balances. Late in the
month, when some large commercial purchases
of marks provoked sharp increascs in the mark
rate in otherwise thin holiday markets, the Ger-
man Fecderal Bank and the Federal Reserve
again intervened, with the System selling $3. 1
million equivalent from balances.

By the turn of the year, prospects for the
German economy brightened considerably. Ev-
idence of recovery continued to mount, with a
reported gain in gross national product (GNP)
and increascs in export orders. In addition,
Germany’s trade balance had widened again.
Thus, when the exchanges reopened for the first
full day of trading on January 5, the mark was
easily pulled up in the wake of a rencwed sharp
rise in the Swiss franc. Following up on coordi-
nated central bank intervention in Europe, the
Federal Reserve sold that day $23.1 million of
marks from balances. Thereafter, in the after-
math of the Jamaica agrecement on monetary
reform, trading quieted. The spot mark gradu-
ally settled back against the dollar through mid-
January, with the Federal Rescrve selling only
a further $3.8 million equivalent from balances
to resist a sudden rise in the mark on January
14. Otherwise, the System added $29.8 million
equivalent to balances through purchases from
correspondents.

Late in January, however, divergent pressures
among the European currencies, enveloping first
the Italian lira, then the French franc and the
Belgian franc, began to spill over into the mar-
ket for German marks. At first, in the nervous
trading following the suspension of official sup-



214 Federal Reserve Bulletin O March 1976

port for the lira, the mark slipped back to
$0.3823. But, as some of the funds coming out
of the weakening European currencies were
shifted into marks, the mark ratc moved up
stcadily against those currencics and then
against the dollar as well. On 2 days when
trading threatencd to become disorderly, the
Federal Reserve sold a total of $20.4 million
equivalent of marks to steady the market, fi-
nancing these sales from balances. By January
30 the mark reached a rate of $0.3868, some
3% per cent above its September low.

STERLING

In the first quarter of 1975, sterling remained
steady in terms of its ‘‘effective’” trade-
weighted change since December 1971 at a
depreciation of 21.5 per cent. As the dollar
weakened against all main currencics at this
time, sterling showed a modest gain in dollar
terms. Nevertheless, markets had become in-
creasingly discouraged over the prospects for
sterling. As clsewhere, the British economy had
slipped into serious recession. But, in contrast
to other industrial countries, inflation in the
United Kingdom was approaching runaway
proportions, fueled by wage incrcases of as
much as 30 per cent per annum.

Aside from the potential strains on the do-
mestic social fabric, the inflation threatened to
erode the clear progress Britain had made in
narrowing its previously massive current-ac-
count payments deficit. That deficit nevertheless
remained uncomfortably large, and traders had
become doubtful that it could be fully financed,
since U.K. public sector borrowings abroad had
slowed and new OPEC (Organization of Petro-
leum Exporting Countries) investments in ster-
ling assets began to taper off as OPEC surpluses
declined. Consequently, sterling had become
vulnerable to selling pressure, and in the 3
months to the end of June it had dropped some
10 per cent against the dollar—to an *‘effec-
tive’” depreciation since December 1971 of 28.9
per cent.

By that time, however, the U.K. Government
had begun to negotiate with labor and manage-

ment a voluntary arrangement to limit wage
increases to 6 pounds per week over the next
year. This arrangement, backed up by a program
of price restraint, was designed to bring the
inflation rate down to 10 per cent by the end
of 1976, comparable to levels then prevailing
in most of the leading European countries. In
addition, short-term British interest rates were
increased, thereby restoring the differential in
favor of the pound, which had been partially
eroded by firmer U.S. interest rates. Thesc
measures took some of the immediate pressure
off sterling. It therefore continued to trade
around $2.15% even as the dollar strengthened
sharply against the main continental currencies,
thereby narrowing its trade-weighted deprecia-
tion to 26.2 per cent at the end of July.

Until the voluntary restraint could be tested,
the market ncvertheless remained skeptical that
this new approach would slow Britain’s inflation
significantly. Thus, when end-of-July demand
for oil royalty payments passed, traders cau-
tiously rebuilt some of their short sterling posi-
tions and, as the dollar continued to strengthen,
the spot rate dropped off to a low of $2.0975
on August 11. Sterling then steadied, as an
increasing number of British trade unions voted
to accept the pay limits under the ncw anti-
inflation plan. Moreover, early in September
Chancellor Healcy’s denial at the IMF annual
meetings of any government intention to seek
a new depreciation of the pound helped to
reassure the market.

Britain’s trade deficit had begun to widen
once again, however, as imports for develop-
ments of the North Sea oil fields increased
sharply. The announcement in mid-September
that the government would propose plans to
alleviate unemployment triggered exaggerated
fears of a general reflationary package, and the
pound began a sharp decline. Details of the
government’s proposals showed a more modest
package of selective employment measures than
had been expected. Nevertheless, sterling con-
tinued to fall off under heavy selling until early
October, when it reached $2.0262 for an effec-
tive depreciation of 29.7 per cent. The Bank
of England intervened flexibly to smooth the
decline.
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By carly October the problems of New York
City were beginning to weigh on the dollar, and
when U.S. interest rates suddenly declined, the
pound joined other European currencies in a
generalized rise against the dollar. Moreover,
on October 6 the Bank of England raised its
minimum lending rate by | percentage point to
12 per cent in a move widely interpreted in the
market as reflecting the authorities’ intention to
maintain favorable short-term interest differen-
tials in order to discourage outflows of funds.
Consequently, a steady demand for pounds de-
veloped, including a trimming of some of the
numerous short positions that had been built up
previously. The pound thus recovered gradually
to $2.0820 by carly November, with the Bank
of England taking the opportunity to recoup
some of its previous reserve losses. Then, to
supplement its resources further, the British
Government announced on November 7 that it
would apply for a total of 82 billion in drawings
on the IMF, including $1.2 billion from the IMF
oil facility.

This recovery was short lived, however, as
the easing of exchange market concerns over
New York City’s finances soon buoyed the
dollar at a time when the market was reacting
to a spate of pessimistic forecasts for the United
Kingdom for 1976. Sterling dropped oft in dol-
lar terms through most of November, reaching
anew low of $2.0132 on Novcember 28, before
leveling off once again in carly December; in
ctfective terms it eased gently to a 30.1 per cent
depreciation.

Beginning in December, some of the extreme
exchange-market pessimism toward  sterling
started to lift. The voluntary wage restraint
program was cifectively dampening wage in-
creases with clear evidence that inflation was
receding. There were also carly indications that
the British recession was reaching bottom. Re-
covery was cxpected to be slow in coming, but
the government, having announced a shift in
priorities toward stimulating certain key indus-
tries and away from broad social welfare pro-
grams, had reassured the market that it would
strive to maintain Britain’s competitiveness over
the near term. This firmer undertone for sterling
continuced through the year-end and into carly

1976, with the pound buoyed by further cover-
ing of previous short positions, a pick-up of
commercial demand, and the large interest rate
differential in favor of the United Kingodm.

With inflation slowing, the British authorities
allowed domestic interest rates to follow the
casing of interest rates in the United States and
clsewhere. The improved market atmospherc
helped shield sterling from being drawn into the
heavy speculation that erupted in markets for
continental European currencies in late January.
Having traded in the $2.02-$2.04 range sincc
carly December, sterling held at around $2.0275
at the end of January, for a net decline of nearly
6 per cent against the dollar and 5 per cent on
a trade-weighted basis since last July. In January
the Bank of England cash reserves were bol-
stered by the $1.2 million drawing on the IMF
oil facility.

SWISS FRANC

During early 1975, the Swiss economy was also
dragged into recession by the sharp downturns
in its major markets abroad. At the same time,
recurrent financial, speculative, and hedging
demand pushed up the Swiss franc in the ex-
changes. thereby threatening to weaken further
the competitive position of Switzerland’s al-
recady strained export industries. In order to
counter recessionary tendencies in the domestic
cconomy without reversing progress alrcady
achieved in lowering inflation, the Swiss au-
thoritics took sclective fiscal measures. In addi-
tion, the National Bank cut its discount rate 1
percentage point in two steps to 4% per cent
by May 19 and reduced reserve requirements.

The authorities also took a varicety of actions
to contain a further strengthening of the Swiss
franc and discussed with members of the EC
currency arrangement the possibility of estab-
lishing a link with the snake as a means of
stabilizing the franc against the other European
currencies. By midsummer prospects of an early
association with the EC snake dimmed and the
Swiss franc was again gaining ground against
the EC currencics cven as it eased back against
the dollar to $0.3720 by early August.
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By this time, the market was focusing in-
creasingly on the relationship between the Swiss
franc and the German mark, the currency of
Switzerland’s major trading partner. The reces-
sion in Germany was already deeper and more
prolonged than expected, while the economic
slowdown in Switzerland was viewed as corre-
spondingly less severe.

As the market expected a further easing of
liquidity in Germany throughout the late sum-
mer and fall, therefore, the Swiss franc contin-
ued to rise against the mark. To moderate the
franc’s advance, the Swiss National Bank made
frequent purchases of dollars on the exchanges.
Since these purchases were offsct by continuing
dollar sales to foreign borrowers under the cap-
ital export conversion program, they resulted in
little net change in reserves. Against the dollar,
the franc drifted somewhat lower, slipping 2 per
cent to $0.3643 by Scptember 23, as the dollar
gained generally in the exchanges.

Later in September, however, when uncer-
taintics surrounding the New York City finan-
cial crisis and the trend of U.S. interest rates
generally weighed on the dollar, the franc led
the rebound of European currencies against the
dollar. Under these circumstances, the National
Bank stepped up its intervention. Also, to re-
duce Swiss interest rates further, it lowered the
official discount and Lombard rates three times,
to S5-year lows of 3 per cent and 4 per cent,
respectively, by October 29.

Moreover, to dampen speculative activity, the
central bank further tightened existing limita-
tions on forward Swiss franc transactions with
forcigners. Nevertheless, the franc continued to
advance to a pcak of $0.3817 by late October,
while gaining another 2 per cent against the
German mark from August levels. By carly
November, the National Bank’s intervention
had helped to reassure the market, and once a
resolution to New York’s financial crisis ap-
peared to be in sight, the franc joined in the
general retreat of European currencics. The
franc cased back more gradually than other
currencies, however, slipping 2 per cent to
$0.3733 and rising another 2 of a percentage
point against the German currency.

By December, market sentiment toward the
franc became even more bullish than before. By

then, Swiss consumer price inflation was down
to a rate of 3.4 per cent per annum—well below
the rates elsewhere. The Swiss trade account
had swung into a surplus. Moreover, an early
link with the EC snake was formally ruled out,
and, with the franc already having moved
through parity with the Dutch guilder, the mar-
ket soon came to expect it would close in on
the German mark as well.

A number of market participants with recent
and long-standing debts in Swiss francs there-
fore began to cover their exposure. In addition,
commercial banks and private corporations
moved actively to unwind short franc positions
against marks. Then, with the onset of demand
for Swiss francs for year-end window dressing,
bidding soon cscalated. As a result, the franc
rose strongly against both the European curren-
cies and the dollar.

In order to counter the upward pressure on
the franc, the Swiss National Bank provided
substantial temporary liquidity to the Swiss
banks through a total of $1.8 billion of dollar
swaps over the year-end. It also intervencd
heavily in the spot market, purchasing dollars
to moderate the rise in the spot ratc. Although
trading conditions were kept gencrally orderly,
the franc rate continued to firm and reached
$0.3823, its highest level in 5 months. In addi-
tion, the Swiss franc strengthened to above
parity with the German mark, while increasingly
pulling up other currencies along with it against
the dollar.

When the Swiss foreign exchange market
reopened on January S after the New Year
holiday, however, a bunching of orders to buy
Swiss francs triggered a further sharp rise in
the Swiss franc rate. Professional traders, con-
cerned about the liquidity-tightening effects of
the substantial repayment of yecar-end swaps,
were rcluctant to provide much resistance to this
increase. Thus, the advance picked up momen-
tum, as more corporations rushed to hedge their
long-term Swiss franc borrowings and as funds
flowed into Switzerland from lItaly, where the
lira had come under heavy sclling pressure. On
that day alone, the Swiss franc rate jumped 1%
per cent to $0.3863. Then, and over subscquent
days, the Swiss National Bank provided forceful
resistance to a further rise by large-scale dollar
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purchases, both in Zurich and through the Fed-
eral Reserve in the New York market. In the
first week of trading in January, the Swiss
central bank took in more than $400 million,
and, as the market became aware of the magni-
tude of its intervention, trading conditions
gradually settled down,

Thereafter, the franc cased back, and the
market was further rcassured by the an-
nouncement of another cut in the official dis-
count rate to 2% per cent on January 12. More-
over, the monetary authoritics issued new regu-
lations to monitor more closely the Swiss banks’
open foreign currency positions. Therefore, late
in the month, the franc lagged behind the rise
of the mark as pressure within the EC snake
built up. Nevertheless, by the end of January,
the Swiss franc at $0.3844 was 3% per cent
higher than 6 months before.

In December the Federal Reserve, the Swiss
National Bank, and the BIS agreed to adjust
the System’s pre-August 15, 1971, remaining
swap commitments to take account of the De-
cember 1971 and February 1973 dollar deval-
uations. As a result, the total dollar countervalue
of the commitments was incrcased by $196
million. Since the swap line with the BIS was
already fully drawn, a portion of Swiss franc
commitments with the BIS was transferred to
the Swiss National Bank so that the entire in-
crease was reflected in the System’s outstanding
commitments to that Bank.

Total System indebtedness to the Swiss Na-
tional Bank was, therefore, raised to $567.2
million. In December—January, the Federal Re-
serve bought $13.2 million equivalent of Swiss
francs from the Swiss National Bank against
sales of various foreign currencies that the Sys-
tem had acquired cither in the market or from
correspondents, and an additional $3.1 million
equivalent from other correspondents. The total
$16.3 million equivalent of Swiss francs was
held in balances against outstanding swap debt
in that currency.

FRENCH FRANC

During the first hall of 1975 a massive turn-
around in France’s external position had pro-

gressively bolstered market sentiment toward
the French franc. Trade prospects had been
brightened by announcement of substantial ex-
port contracts from OPEC, while heavy liqui-
dation of inventories, reduced energy require-
ments, and a severe recession at home hag cut
into imports. Thus, the trade balance swung
from a $3.9 billion deficit in 1974 to a $1.6
billion surplus by midyear, sufficient to elimi-
nate France’s oil-inflated deficit on current ac-
count.

Meanwhile, monetary policy was kept rela-
tively restrictive in order to combat France’s still
high rate of inflation. Interest rates, therefore,
moved still further above those in most other
countries, stimulating sizable inflows of funds
from abroad, and French companics were c¢n-
couraged to borrow some $1.3 billion abroad.

As a result, the franc gained strongly in the
exchanges not only against the dollar but also
against other European currencies. By midyear,
the spot rate had appreciated almost 20 per cent
from its low of August 1974 to be again in reach
of its central rate against the German mark and
other EC currencies.

Meanwhile, the Bank of France had inter-
vened to moderate the franc’s rise, partially
reflected in the $2 billion increase in foreign
cxchange reserves over the same period. On
July 10 the franc rejoined the EC snake at its
existing central rate and, thereafter, the Bank
of France resumed purchasing moderate
amounts of dollars. From $0.2288 on August
1, the franc moved up with the other European
currencics before casing back in late August,
even as the Bank of France intervened to
dampen upward pressure on the franc and keep
it in the middle of the EC snake.

In the meantime, the domestic economy con-
tinued to weaken and unemployment was still
rising rapidly. In carly September, President
Giscard d’Estaing announced a major fiscal
package, which would provide substantial stim-
ulus through an investment tax credit and
through large-scale expenditures on social in-
frastructure investments and transfer payments.

At the same time, the Bank of France’s dis-
count rate was reduced by 1% percentage points
to 8 per cent. In addition, reserve requirements
on demand deposits were lowered from 11 per
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cent to 2 per cent to inject additional liquidity
into the banking system, and credit regulations
were eased to stimulate construction and con-
sumer spending. This expansionary package
first gave pause to the market, but, after a
temporary decline in the franc rate, strong com-
mercial demand reappeared and the franc cased
back less than other EC currencics when the
dollar advanced across the board after mid-Sep-
tember.

Thus, by late September, the French franc
had emerged near the top of the EC band, a
position it was to hold through the year-end.
It continued to benefit from relatively high in-
terest rates, conversions of foreign borrowings,
and inflows of funds following renewed tensions
in the Middle East. In addition, by comparison
with other countries in the EC, France appeared
more likely to enjoy a modest economic recov-
ery than those more dependent on a revival of
demand in export markets. Consequently, the
franc joined in the rebound of European curren-
cies in late September and October, as the dollar
generally weakened in response to concern over
New York City and an easing of U.S. interest
rates. Bidding for francs was frequently heavy,
and, despite large dollar purchases by the Bank
of France to avoid pressurcs within the snake,
the spot rate strengthened to a high of $0.2306
by the end of October.

Thereafter, as the dollar regained buoyancy
generally, the spot franc scttled back some 3
per cent against the dollar during November and
December. Although the Bank of France’s dol-
lar intervention tapered off, it began to purchase
small amounts of German marks to keep the
franc off the top of the snake. The central bank
intervention was partly reflected in French offi-
cial exchange reserves, which had swelled by
more than $2 billion in the 6 months through
the end of December.

Shortly after the new ycar, however, market
sentiment toward the French franc suddenly
turned bearish. With the French economy pick-
ing up some momentum, the trade balance was
moving into deficit, prompting dealers to
reassess the outlook for the franc. As French
credit conditions improved, French companies
repaid some of their previous foreign borrow-
ings. At the same time, the French Government

reaflirmed that new foreign borrowings would
be strictly limited, and, with fewer approved
issues still in the pipeline, demand from con-
versions tapered off.

Against this background the franc came
heavily on offer in mid-January, after a leading
French commercial bank predicted a large 1976
trade deficit and called for a slight downward
exchange ratc adjustment. Substantial commer-
cial selling of francs, including bidding for
dollars by French oil companies to meet mid-
month payments, sustained the decline. By Jan-
uary 20, the franc rate had slipped to $0.2230
and had also weakened against other EC cur-
rencies, despite moderate resistance by the Bank
of France.

Thus, the franc was already vulnerable in the
exchanges when news ol the suspension of
official intervention in Italy on January 21
quickly unsettled the market. In response,
dealers scrambled to unload long French franc
positions, and leads and lags shifted against the
franc, pushing the spot rate down %2 of a per-
centage point against the dollar and %4 of a
percentage point against the German mark. The
Bank of France sold large amounts of dollars
and smaller amounts of German marks to keep
the franc from falling to the bottom of the EC
snake.

Selling pressure nevertheless remained in-
tense, as rumors began (o circulate of a possible
downward adjustment of the franc. These
rumors were forcefully denied by French Fi-
nance Minister Fourcade and Foreign Trade
Minister Barre. On the last days of January, the
balance of speculative forces in the market
began to tip in favor of the mark. Thus, the
French franc, while still generally on offer,
bottomed out at $0.2219 and traded around
$0.2236 at the month-end, some 2% per cent
below carly-August levels.

ITALIAN LIRA

Through carly summer 1975 following a period
of scvere monetary restraint, Italy cut back
domestic inflation significantly. It also achieved
a drastic turnaround in its current-account pay-
ments position, from a $7.5 billion deficit in
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1974 to near balance in the first half of last year.
ltaly’s previous payments difficulties had led to
about a 25 per cent weighted-average deprecia-
tion of the lira since carly 1973 and to a large
accumulation of foreign debt by private and
statc-owned cnterprises. The halian authoritics
still sought greater wage and price stability,
which could strengthen the current account fur-
ther and bring the over-all payments account
into equilibrium. Nevertheless, the progress
thus far in 1975 had been at the cost of a severe
drop in output and risc in unemployment. At
the same time although many ltalian exports
were clearly competitive in world markets and
Italy’s recession was deeper than elsewhere, the
protracted weakness in forcign demand had
frustrated prospects for the kind of export-led
recovery considered essential for the lira’s
longer-term stability in the exchange markets.

Through most of carly 1975, the lira had
moved more narrowly than other EC currencics
against the dollar, rising by 4 per cent through
the end of May and falling by 6 per cent in
Junec and July to $0.001505. While the lira eased
against the dollar in the carly summer, its im-
provement against other EC currencies had ena-
bled Italian public authoritics and Italian banks
to repay substantial foreign debts.

Late in July, in order to deal with the
deepening recession, the Italian Government
announced a $5% billion equivalent reflationary
package. The lira came under some selling
pressure  in  early August, dipping below
$0.001500, and the Bank of Htaly intervened to
moderate the decline. The immediate ner-
vousness soon passed, however, and the cumu-
lation of seasonal demands, largely receipts
from tourism, buoyed the lira through carly
September. The Bank of Htaly was thus able to
recoup part of its earlier sales, while also taking
into reserves the proceeds of ltaly’s $930 mil-
lion drawing on the IMF on September 4.

In September, while following the gencral
decline against the dollar through late-month.
the lira began to case against other European
currencies as well. In a further step ro stimulate
the economy, the Bank of Italy cut its discount
ratc on September 15, for the second time in
1975, from 7 to 6 per cent, and adjusted its
other lending rates by a similar margin.

With interest rates generally steady else-
where, ltalian importers repaid commercial
credits granted in 1974 and Italian banks moved
to liquidate more of their foreign currency lia-
bilities. Consequently, outflows of short-term
funds began to weigh on the spot rate and the
lira followed only part way in the general rise
of European currencies against the dollar in late
September and carly October, even as the Bank
of Italy resumed support of the spot rate through
dollar sales.

By late fall, Ttalian industrial activity was
showing only lentative signs of recovery as
sectoral bottlenecks blunted the impact of the
fiscal and monetary stimulus that had been pro-
vided. Meanwhile, the financing of an increased
budget deficit—estimated at nearly 10 per cent
of GNP—and the continuing release of funds
held under the import deposit scheme contrib-
uted to a rapid expansion of the monctary basc.

Against this background. imports began to
pick up sharply as some firms restocked depleted
inventories. Thus, the trade balance deteriorated
sufficiently to crode the surplus that had
emerged by midycar. With rencwed capital out-
flows developing, selling pressurc on the lira
began to build up in the exchanges, and the
Bank of ltaly had to provide heavy support to
keep the lira in line with other European cur-
rencies. By the year-end, these losses had re-
duced oflicial exchange reserves to $1.3 billion.

Shortly after the new year, a cabinet crisis
precipitated by the withdrawal of Socialist Party
support for the minority coalition culminated in
the resignation of the government. As cfforts
went forward to strike a new political compro-
misc on which a viable cabincet could be formed,
selling pressure on the lira grew heavy. At first,
the outflows were readily met with forceful
intervention by the Bank of ltaly, and the market
was in better balance by January 9. Never-
theless, the substantial reserve losses by the
Italian authoritics had become a matter of dis-
cussion in the press and of concern in the
market.

Moreover, uncertainties over the lira’s pros-
pects were compounded when loans to Italian
institutions were mentioned in the spate of alle-
gations appearing in the U.S. press over the
condition of U.S. banks, and rencwed heavy
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selling pressure soon erupted. By January 20,
the Bank of [taly had sold over $500 million
more since the beginning of the year and, to
add to its cash balances, on that day drew $250
million under the swap line with the Federal
Reserve.

But by this time, in the absence of the for-
mation of a new government, the Italian au-
thoritics were facing some hard choices. These
were well described by Bank of ltaly Governor
Professor Paolo Baffi in an address to the Insti-
tute for Advanced Military Studies in Rome on
January 15, 1976:

1 would say that the task of defending the
lira at present may be likened to that of
defending a fortress with insufficient sup-
plies of food and ammunition and with the
cordon of the besieging army closing further
and further in every day. In this analogy the
territorial inroads represent the progressive
loss of purchasing power of the lira; the
gradual exhaustion of supplies of food and
ammunition corresponds to the crosion of
the foreign exchange reserves and of Italy’s
credit standing abroad. In the conduct of
cconomic policy, however, we find no
counterpart for two fundamental imperatives
in a state of siege, viz. food rationing and
unity of command.

The counterpart of rationing might be
found in a genuine incomes policy for which
there have been vain demands for more than
a decade. The counterpart of unity of com-
mand would be a broad coordination of
cconomic policy on the basis of a consistent
set of objectives, one of which must be
monctary stability.

On January 21 the I[talian authoritics an-
nounced that, to conserve reserves, the Bank
of Italy would suspend official dealings in the
exchange markets. This decision left the lira
effectively floating freely in the exchanges and,
as selling continued over the next few days, the
spot rate plummcted by some 6% per cent in
occasionally disorderly trading. The lira contin-
ued to fluctuate widely over the rest of the
month, closing on January 30 at $0.001321,
some 10 per cent below levels prevailing before
the cabinet resignation. The proceeds of the
$250 million swap drawing on the Federal Re-
serve remained unused but available for inter-
vention by the Bank of Italy to maintain an
orderly exchange market following resumption
of official dealings, ultimately set for March 1.
Treasury Minister Emilio Colombo reported to

Parliament late in January that official interven-
tion policy would be aimed at ‘‘assuring a
normal development of international transac-
tions, eliminating accidental oscillations in the
lira rate due to purely speculative transactions,
and orienting the lira toward a level indicated
by medium-term underlying balance-of-pay-
ments trends.”’

NETHERLANDS GUILDER

In order to stimulate a still sluggish domestic
economy, fiscal and monetary policy in the
Netherlands continued to be relaxed throughout
carly 1975. As a result, monetary growth accel-
crated, and, although the Netherlands Bank
temporarily absorbed some of the excess liquid-
ity from time to time, Dutch short-term interest
rates declined steadily to levels well below those
in the United States, Germany, and Belgium.
Thus, Dutch commercial banks placed increas-
ing amounts of funds abroad, both in the Euro-
dollar market and in continental financial cen-
ters. Moreover, long-term capital outflows, in-
cluding several new Euro-guilder bond issues,
remained substantial. Together, these flows
more than oflset the Netherlands large current-
account surplus.

The guilder, therefore, had declined more
steeply against the dollar than other EC curren-
cies during early summer, contributing to a
narrowing of the EC snake. In August Dutch
interest rates eased further, and the Netherlands
Bank cut its discount rate by 4 of a percentage
point to 5% per cent. Partly in response, the
guilder drifted back to about $0.3775. Then,
after having held fairly steady through mid-
September, it dropped back another 4 per cent
to a 19-month low of $0.3629 as the dollar
advanced across the board. But, toward the end
of September, the guilder rebounded with other
European currencies, as New York’s fiscal crisis
and declining U.S. interest rates weakened the
dollar generally.

Meanwhile, the Netherlands current account
had been further bolstered by growing foreign
sales of Dutch natural gas. In addition, Dutch
short-term interest ratcs bottomed out in re-
sponse to seasonal factors. Although the Neth-
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erlands Bank took in dollars on a swap basis,
providing guilders to prevent a tightening of
liquidity from exerting strong upward pressure
on the exchange rate, the guilder remained
buoyant both against the dollar and against the
other EC currencies throughout the late fall. On
those occastons when new developments in New
York City’s ongoing fiscal crisis unscttled the
markets, the guilder was bid up strongly with
other currencies and the Netherlands Bank
bought small amounts of dollars to maintain
orderly markets. Even so, by carly November,
the guilder had advanced 5% per cent from its
September lows to $0.3818.

Once clements of a compromise to New
York's financial problems began to emerge late
in November, the guilder cased back to trade
through the year-end at around $0.3728.
Against other European currencies, however, it
remained lirm. Dutch current-account surpluses
continued to cumulate, and prospects improved
for further gains in manufactured cxports as
signs of a recovery of demand abroad, espe-
cially in Germany, started to appear. In addi-
tion, it was announced that the previous ban
on interest payments to nonresidents would be
lifted, effcctive January 1, 1976. By late De-
cember the guilder was pushing against its upper
limit within the Benelux currency arrangement
although, at first, only modest intervention by
the Dutch and Belgian central banks was needed
to maintain the 1% per cent margin between
the two currencics.

By late January, however, demand for
guilders was exerting greater upward pressure
not only against its partner in the Benelux band
but against all EC currencies. Substantial pay-
ments for gas and refined oil exports, interest
charges on outstanding Euro-guilder loans, and
other month-end commercial demands com-
bined to swell bidding for the Dutch currency.
Then, on January 28, a press report that the
Benelux band might be abandoned triggered
large-scale speculative demand for guilders
against sales of Belgian francs. Although this
report was officially denied both in Amsterdam
and in Brussels, the pressures intensificd on the
last 2 days of thc month, as rumors of a re-
alignment of parities among EC snake curren-
cies—including a possible revaluation of the

guilder—circulated in the market. 1n order to
maintain the Benelux limits, the Netherlands
Bank, intervening in coordination with the Na-
tional Bank of Belgium, bought substantial
amounts of Belgian francs as well as dollars.
In a further cfiort to relax pressure on the
guilder, the Netherlands Bank also announced
on January 30 a 2 of a percentage point cut in
its bank ratc to 4 per cent and a 1 per cent
cut in its other interest rates. Nevertheless, by
the cnd of January the guilder had firmed to
$0.3752, for a net rise of 3% per cent since
its mid-September low.

BELGIAN FRANC

By midsummer 1975 the deepening recession
in neighboring countries had cxerted a serious
drag on the Belgian cconomy, pulling industrial
production down by over 10 per cent and push-
ing the unemployment rate up to 6%2 per cent,
But the rate of inflation remained persistently
high and above the rates of some of Belgium’s
major trading partners. Faced with this di-
lemma, starting in May 1975 the government
had imposed a sclective price freeze to break
inflationary expectations while gradually easing
monetary conditions to stimulate the economy.
By August 21, the National Bank of Belgium
had cut its discount rate in two steps to 6 per
cent, generally in line with the casing of interest
rates elsewhere on the continent, and had re-
leased commercial bank reserves. Thus, the
Belgian franc joined in the gencral downtrend
of currencies against the dollar, easing to
$0.026040 by early August, while remaining in
the upper half of the EC band.

During September the market became con-
cerned that Belgium’s inflation, fueled by a
continued rise in price-indexed wages, was not
slowing as rapidly as hoped in response to the
price freeze. With the trade balance worsening
in the face of depressed demand abroad and the
application of a rather low interest rate policy,
the commercial franc became vulnerable to
selling pressures.

Against this background, as the dollar ad-
vanced strongly in the exchanges just after mid-
September, the franc fell away more rapidly
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than other European currencics. By September
23, the commercial franc had dropped 5 per cent
to $0.024730 and, to cushion the decline, the
National Bank of Belgium sold modecrate
amounts of dollars. For its part the Federal
Reserve took this opportunity to resume pur-
chases of Belgian francs against outstanding
swap debt incurred before August 1971, acquir-
ing $6 million equivalent over Scptember
23-24. Pressures on the Belgian franc then
subsided, and the commercial rate rcbounded
with other European currencies in late Sep-
tember and October. On a few occasions during
this time, the National Bank made small pur-
chases of dollars to maintain orderly market
conditions in Brussels.

During November and early December the
Belgian franc again drifted down against the
dollar along with other EC currencies. Concern
over Belgium’s price performance continued—
especially after proposed government anti-infla-
tionary measurcs ran into opposition from the
labor unions and within Parliament. Conse-
quently, the franc cased to near the bottom of
both the EC snake and the separatc Benelux
band. The authorities were able, however, to
stabilize the franc’s position within those limits
with only occasional modest dollar sales.

Meanwhile, on December 2 the Federal Re-
serve and the National Bank of Belgium imple-
mented an earlier agreement to adjust commit-
ments under outstanding Federal Reserve swap
drawings initiated prior to August 15, 1971. As
a result of these adjustments, the System’s debt
in Belgian francs was decreased to take into
account the 1971 Belgian franc revaluation, and
the corresponding assets of the National Bank
of Belgium were increased by $54 million to
$315.8 million to take into account the dollar
devaluations of 1971 and 1973. Subsequently,
the Federal Rescrve resumed a program of reg-
ular market purchases of small amounts of Bel-
gian francs and used these acquisitions to repay
$18.1 million cquivalent of outstanding debt
before the year-end.

In December and carly January, trading in
commercial Belgian francs was fairly balanced,
but, with the Dutch guilder on a rising trend,

the Benelux band was extended to its 1% per
cent limit. Intervention was modest, though,
until generalized speculation over European
currency relationships emerged in late January.

In particular, on Wednesday, January 28, the
pressures on the Benelux band sharply intensi-
fied in response to newspaper reports that the
Benelux currency arrangement might be dis-
banded. The reports were strongly denied by
both governments, but the National Bank of
Belgium and the Netherlands Bank were obliged
to absorb large amounts of francs through sales
of guilders in order to maintain the limits of
the band. The National Bank supplemented this
intervention with sales of dollars as well.
Moreover, since much of the speculation was
in the form of adverse shifts in leads and lags,
the National Bank responded by raising interest
rates on a variety of trade-related paper. The
pressure against the franc then subsided, at least
temporarily, with the Belgian franc trading on
January 30 at $0.025470, 2% per cent below
levels of 6 months before. Meanwhile, the Fed-
eral Reserve continued to make modest pur-
chases of Belgian francs and repaid a further
$44.7 million of swap debt. The remaining 1971
commitments in Belgian francs were thereby
reduced to $252.9 million by the end of January.

JAPANESE YEN

Japan had begun to pull out of recession ahead
of most other industrial countrics, but by mid-
summer the recovery was losing its initial mo-
mentum. Thus, the market expected the author-
ities would follow up their increasingly stimu-
lative policies of the spring with additional
reflationary measures and a further gradual eas-
ing of monetary policy. Mcanwhile, the deep
and long-lasting recession abroad had seriously
clouded prospects for Japanese exports. Al-
though Japan’s trade-account surplus had wid-
ened substantially earlier in thc ycar, by the
summer the market was increasingly concerned
that export demand would prove insufficient to
cover any growth in imports pulled in by the
incipient recovery.
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As a result, the yen lost buoyancy in the
exchanges and, as demand for dollars built up
in Tokyo, the spot rate slipped back 4% per
cent from carly-March levels to 298 yen
(30.003356) by early August. As cxpected, the
Bank of Japan on August 12 cut its discount
rate by %2 of a percentage point to 7% per cent
and indicated it would regulate various limits
on bank credit expansion more flexibly. In ad-
dition, on September 17, the government an-
nounced another package of measurcs to aid the
recovery, including increased public works ex-
penditures and financial aid to medium- and
small-sized firms, while further relaxation of
monetary policy was suggested as well.

Meanwhilc, many exchange dealers had some
concern over the eventual deterioration of
Japan’s current balance, and news of the col-
lapse of a major Japanese industrial corporation
had caused concern over the financial position
of Japanese companies. Thus, the yen remained
on offer in sporadically heavy trading through-
out August and September. The Bank of Japan
intervened forcefully first at 298 yen and then,
as the dollar gained strongly elsewhere in the
exchanges, it moved the intervention level in
two steps to 303 yen ($0.003300). The heavy
intervention was reflected in a 2-month decline
of $1.4 billion in Japanese official foreign cx-
change reserves.

By late September a bunching-up of export
bill conversions and the decline of dollar rates
against thc major European currencies helped
to relieve the pressure on the yen. Thus, pre-
viously adverse leads and lags were reversed,
providing support for the spot rate even as the
current-account deficit widened. Moreover, net
capital outflows through nonresident sales of
Japanese sccurities slowed as U.S. interest rates
began to decling and OPEC interests made oc-
casionally sizable investments in yen. In this
improved atmosphere, therc was little market
reaction to announcement of a long-anticipated
discount rate cut to 6%2 per cent on October 23.
In fact, the yen traded below the 303-yen level
from mid-October to mid-November.

Selling pressurc on the yen soon re-emerged,
however, in reaction to a variety of events.

Following the November 15-17 Rambouillet
summit meeting, the Japanese press carried re-
ports suggesting that the yen might be allowed
to weaken further before the January 1976 Ja-
maica conference of the IME. A public workers’
strike also had an adverse effect, as did news
of an increased Japanesc current-account deficit
in October and scaled-down cstimates of the
strength of the Japancse recovery.

The Bank of Japan, while lowering its inter-
vention level, again offered firm resistance to
the yen’s decline, and by mid-December the
spot rate bottomed out at 306% yen
($0.003260), some 2% per cent below early-
August levels. Thercafter, bearish sentiment
began to lift on a combination of positive fac-
tors, including an expected increase in January
of the swap quotas for forcign banks in Japan
and heavier-than-anticipated export bill conver-
sions. Conscquently, the exchange market came
into better balance in quicter trading through the
year-end.

By early 1976 the pendulum had swung back
in favor of the yen. The outlook for the trade
balance brightened, as economic recoveries
elsewhere bolstered cxport prospects while the
slowing of Japan’s rccovery dampened import
growth. Moreover, in response to a renewed
declinc in U.S. moncy market rates, foreign
purchases of Japanese securities picked up.
Thus, traders began to cut back long dollar
positions. By the month-end, the yen was bid
back up to 303% yen ($0.003293), some 1 per
cent above December’s low. Meanwhile, the
Bank of Japan purchased dollars to moderate
the yen’s advance, contributing to a reserve gain
of $338 million in January.

CANADIAN DOLLAR

In the spring and carly summer of 1975, the
markets had taken a bearish view of the outlook
for Canada’s payments position. Canada’s cur-
rent account had already swung into deep defi-
cit. And, with Canada’s economic downturn
both milder and shorter than those abroad, im-
ports were rising more rapidly than exports.
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Moreover, Canada’s rate of inflation remained
high, particularly compared with that of the
United States, while new labor settlements sug-
gested that wage rates would continue to rise
sharply, threatening further erosion of Canada’s
competitive position. To contain inflationary
pressures, monetary policies had been tightened
somewhat in the spring, and modest favorable
interest rate differentials had emerged by May.
But uncertainties over the economic outlook
blunted any significant inflows of short-term
funds, thereby leaving a potentially large pay-
ments gap to be filled by long-term Canadian
borrowings abroad.

Consequently, the market for Canadian dol-
lars was left vulnerable to shifting expectations
over the extent to which Canadian borrowers
could tap these markets. During the first half
of the year, a heavy schedule of foreign public
and private issues in other markets, particularly
in the United States, had at times seemed to
preclude additional large Canadian offerings.
Thus, the Canadian dollar had been under re-
current selling pressure, declining by some 4
per cent from $1.0100 in January to $0.9696
by the end of July. The pressure reappeared in
early August, and the rate slipped to as low as
$0.9616—its lowest level in 5 years—by Au-
gust 18.

Over the following weeks, the atmosphere
began to improve in response to signs of an
improved outlook for Canadian placements
abroad as well as reports of Soviet demand to
finance large new grain purchases in Canada.
By September new foreign borrowings by mu-
nicipal and provincial agencies had been placed,
and a large number of Canadian corporate issues
in the Euro-bond market were announced, as
firms began to take advantage of the planned
removal of withholding taxes on foreigners’
holdings of long-term Canadian corporate se-
curities. As procecds of these various new issues
were converted into Canadian dollars, the spot
rate began to move up in the exchanges, reach-
ing $0.9788 by September 23. Meanwhile, on
September 3, the Bank of Canada had raised
its discount rate by % of a percentage point to
9 per cent.

Late in September, the market for Canadian
dollars took on a more hesitant tone especially
when, and in the backwash of the New York
City fiscal crisis, a large issue by a Canadian
municipal borrower received a mixed reception
in the New York market. Then, since figures
had just been released showing a widening of
the trade deficit and a more rapid rise in wages
and prices, the market was receptive to rumors
that began to circulate in the exchanges on
October 10 that the floating Canadian dollar
would be devalued as part of an upcoming
government package of new economic meas-
ures. An ensuing bout of selling pushed the rate
back down to $0.9699, with the Bank of Canada
intervening to steady the market.

On October 14 the government announced a
major new initiative to curb accelerating do-
mestic inflation. A 3-year wage and price pro-
gram was introduced, limiting annual wage in-
creases covered by the plan to 10 per cent in
the first year. In addition, price increases were
restricted to reflect cost increases only. Profit
margins were frozen, and corporate dividends
were fixed at current levels.

Later on, Bank of Canada Governor Bouey
stressed the Bank’s commitment to moderating
the growth of monetary aggregates through
higher interest rates if necessary. Meanwhile,
major new foreign issues were undertaken by
Canadian public and private borrowers both in
the United States and in the Euro-currency mar-
kets, and prospects of large-scale conversions
prompted further demand for the Canadian dol-
lar. As a result, the Canadian dollar rallied in
late October and continued to advance through
most of November, reaching $0.9912 by No-
vember 28 or a rise of 2 per cent in 6 weeks’
time. In December the rate eased back largely
on seasonal factors, as short-term outflows to
the United States increased ahead of the De-
cember 15 corporate tax date and as conversions
of foreign borrowings tapered ofl temporarily.

In January 1976, the Canadian dollar came
into renewed heavy demand. Canadian provin-
cial authorities announced several substantial
new foreign borrowings, which, taken together,
would more than offset the expected current-ac-
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count deficit in the early months of the year.
Moreover, U.S. interest rates were drifting
downward while Canadian rates held firm,
opening record interest rate differentials of as
much as 4 percentage points in favor of Canada.
By late January, the Canadian dollar had bcen
bid above the $1.00 level, for a net rise of 3
per cent over the 6-month period. Largely re-
flecting the Bank of Canada’s day-to-day inter-
vention to moderate exchange-rate movements,
Canadian reserves rose by a net of $375 million
from July 1975 through January 1976.

EURO-CURRENCY MARKETS

The Euro-currency markets grew increasingly
active during the latter half of 1975, after a
marked slowdown of activity earlier in the year.
The great bulk of new bank lending, however,
continued to be concentrated in the nonindustrial
countrics. Nearly half of new syndicated me-
dium-term credits went to the non-oil-producing
less-developed countries, which suffered from
mounting payments imbalances in the wake of
the severe contraction of world demand. In
addition, several of the oil-producing countries
that had launched ambitious economic develop-
ment programs began to appear as substantial
borrowers, as demand for oil declined and their
imports escalated. Sizable amounts were also
raised by Eastern European countries, although
their share of total loans tended to decline
somewhat.

[n contrast, demand for loans by borrowers
from the major industrial countries, while pick-
ing up here and there toward the year-end,
remained slack. In the early stages of the eco-
nomic recovery, private and semipublic cor-
porations in these countries were still trying to
rebuild liquidity and otherwise to strengthen
their balance sheets. In order to reduce their
dependence on sources of finance available only
at variable ratcs of interest, many of these firms
took advantage of favorable conditions in do-
mestic and international bond markets to raisc
long-term capital at fixed interest rates. Thus,
their reliance on bank lending in the Euro-cur-

rency markets correspondingly declined. More-
over, with the balance of payments of most
industrial countries improving significantly dur-
ing 1975, governments and other public author-
ities drastically scaled down their takings from
the market. Substantial sums were raised, how-
ever, to finance exploration and development of
new energy sources, particularly in the North
Sea.

The growth of Euro-dollar lending was casily
{acilitated by a strong expansion of new supplies
to the market. Unlike 1974, however, when
OPEC countries were the principal source of
additional deposits, the persistent casing of do-
mestic monetary conditions in most industrial
countries led to large-scale shifts of funds from
their domestic money markets into the Euro-
currency markets. Thus, the industrial countrics
became the major net source of funds, while
the scale of new OPEC placements tapered off
significantly as the combined external surplus
of thesc countries deteriorated sharply.

By January 1975 market conditions were still
clearly improving for prime borrowers. Loan
spreads tended to narrow, amounts that could
be syndicated increased, and maturities were
lengthened. Over time, however, the major
banks operating in the market had tended to
view more cautiously the ability of some bor-
rowers from developing countries to mect inter-
est payments and redemption schedules on out-
standing debt. In addition, outstanding loans to
certain industries, especially for financing
tankers, remained a continuing concern. As
credit standards were tightened, there were in-
creasing indications of a greater selectivity on
the part of lenders with regard to participating
in proposed new loans to various borrowers.
Thus, in January 1976 syndicated medium-term
bank credits slowed down, as the market at-
tempted to digest the previois heavy volume
of lending.

In the Euro-bond market, however, the rapid
expansion of activity that accelerated during late
1975 carried over into the new year. With bond
yields becoming increasingly attractive as
short-term interest rates eased back much more
sharply than long-term rates, institutional inter-
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est in new offerings of prime borrowers contin-
ued to be exceptionally high. Thus, public and
private entities in many countries took advan-
tage of favorable market conditions to place
unprecedented amounts of new bond issues in
international markets.

Moreover, foreign issues in the New York
capital market, which had swelled to a record
$7'2 billion in 1975, remained heavy at $500
million in January 1976. Most of the borrowers
were from the industrial countries, although
some issues of developing countries with rela-
tively favorable balance of payments positions
were also well received. In addition, interna-
tional and regional organizations borrowed sub-
stantial amounts to finance their increased lend-

ing to many of the countries that found it im-
possible to raise funds in the market.
Short-term interest rates in the interbank
Euro-dollar market tended to follow closely
movements of domestic rates in the United
States. The 3-month Euro-dollar rate leveled off
at around 7 per cent per annum in August, but
then moved upward again in September to a
peak of 8% per cent in early October. There-
after, the rate began to declinc sharply as U.S.
monetary conditions turned easier, and after
steadying at around 6% per cent during No-
vember and December, the rate eased again to
a 3-year low of 5% per cent by the end of
January, for a net decline of 1% percentage
points over the 6-month period. d
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Statement by Richard A. Debs, First Vice
President and Chief Administrative Officer,
Federal Reserve Bank of New York, before the
Committee on Banking, Housing, and Urban
Affairs, U.S. Senate, February 16, 1976.

The subject of these hcarings—the Microdot
case and the issues raised by it—presents many
provocative and complex questions, none of
which have simple answers. They touch upon
a wide spectrum of public policy issues—rang-
ing from policy governing business mergers and
acquisitions to principles of fiduciary respon-
sibility and safeguards against conflicts of inter-
est. They range from broad policy consid-
crations to the narrow application of rules of
conduct and to specific findings of fact. They
also involve the securities laws, the banking
laws, and the general civil law itself, as well
as codes of conduct and business ethics.

As a Federal Reserve official I intend, of
course, to focus on the issues of this case
relating to banks and banking. Before doing so,
however, it would be useful to put these issues
into better perspective by reviewing briefly some
of the other—separate, but closely related—
considerations involved.

To begin with, therc is the issue of public
policy toward mergers and acquisitions in gen-
eral. In brief, I think it is fair to say that public
policy does, and should, recognize the impor-
tance of mergers and acquisitions in contributing
to the effective functioning of our economic
system. Such acquisitions are, of course, subject
to certain limitations—primarily in the antitrust
laws that are designed to encourage competi-
tion, and in the securities laws that are designed
to protect investors. Apart from such limita-
tions, however, it seems clear that it is not
public policy to discourage mergers and acqui-
sitions in general.

The next question relates to public policy

vis-a-vis unfriendly takeovers. This is a some-
what more complex question, but the basic
economic issues are essentially the same as in
any acquisition. The complexities arise because
the acquisition is “‘unfriendly,”” which normally
means that the management of the target com-
pany docs not wish to have the company ac-
quired. But public policy is not primarily con-
cerned with the interests of manage-
ment—whether of the bidders or of the target
company. Public policy is concerned primarily
with the interests of the public at large. Not
the least of these broader public interests is a
basic concern with the effective functioning of
our competitive economic system. That system
will not function effectively if incumbent man-
agements of all firms—no matter how well or
how poorly managed—are protected from
tender offers that they do not accept, but which
otherwise would be beneficial to the owners of
the company or to the general public. Other
things being equal, such acquisitions should be
beneficial to the cconomy.

Of course, other things are not always cqual,
and because of that there is indeed a public
policy issue herc. That issue is whether share-
holder interests are adequately protected under
present laws and practices, and whether, in fact,
the Nation’s experience with unfriendly take-
overs over the past several years indicates that
they have been beneficial to the shareholders
involved and to the economy in general. In
addressing this issue, onc of the central ques-
tions is whether shareholders are able to make
rational and informed judgments in takcover
situations.

This is an important question and is the sub-
ject of current study within the Congress. I don’t
know what the answer is, or will be, and there
is no need to seck an answer within the context
of these hearings today. However, it is impor-
tant to agree on the basic policy issue involved:
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that issuc is not whether unfriendly takeovers
are contrary to the public interest per sc. The
issue is, given the potential economic benefits
of business mergers or acquisitions, what kinds
of safcguards are necessary to prevent abuses,
thereby protecting the interests of sharcholders
and the public in general?

I think it is important to state the issue in
these terms in order to scparate the public policy
question on unfriendly takeovers from some of
the other questions raised in the Microdot case,
particularly as they relate to banking. If public
policy on takcovers is to be neutral, banks
should be able to finance them just as they would
any other business transaction. If public policy
is to discourage them, or to subject them to
limitations, all partics involved—banks as well
as others—should be subject to the same limita-
tions.

To return to the present case, and the specific
question of banking laws and practices, the
issues here relate to conflicts of interest and the
responsibilities of banks to their customers. The
issucs arise because we have a casc where a
bank grants a loan to one of its customers for
the purpose of an unfriendly takeover of another
customer. (By *‘customer,’’ I mecan a party with
whom the bank has a credit relationship and who
has given the bank confidential financial infor-
mation in connection with that relationship.)
The case also involves a situation in which three
directors of the acquiring company are on the
board of the bank or of its parent corporation,
and a former officer of the bank is on the
acquiring company’s board. 1 would like to
address cach of these questions separately.

To begin with, when a bank deals with two
of its customers in an unfriendly takeover situa-
tion, there is clearly a potential conflict of inter-
est. It exists because there is the possibility that
the bank may use confidential information given
to it by one of its customers—the target com-
pany—to the detriment of that customer. As a
general principle, it secems clear that a bank has
an obligation to safeguard any confidential in-
formation given to it by a customer and not to
use that information—without the customer’s
consent—for the benefit of any other party.

The fact that a bank f{inances an unfriendly
takeover involving two customers docs not, of

course, mean that the bank has failed to meet
its obligations. A bank can undertake such a
transaction and not breach its obligations to the
target customer so long as it maintains the
confidentiality of the information given to it by
that customer. The question of whether or not
it has indecd maintained the confidentiality of
the information is a question of fact.

The problem, of course, is that inherent in
this situation is the potential for a conflict of
interest. One of the legislative remedies that
might be proposed to prevent such conflicts
would be a law prohibiting bank participation
in any unfricndly tender offer where two cus-
tomers of that bank arc involved. [ do not
believe that such legislation would be desirable
or necessary. For one thing, it would scverely
limit the possibility of bank financing of a tender
offer for the sharcs of a major firm. Large firms
often have customer relationships with many of
the major banks in the country. Such legislation
would thus put large corporations in a specially
protected position with regard to tender offers,
since both the target company and the acquiring
company would probably be customers of the
same banks. Although very substantial sums of
money would be required for such acquisitions,
most major banks would be precluded from
supplying such funds because of the customer
relationships involved, and the supply of funds
from smaller banks would be restricted by loan
limits. Smaller corporations, with fewer major
bank relationships, would not enjoy comparable
protection.

Beyond such a discriminatory cfiect, [ would
be very concerned that such legislation could
impede arrangements for the acquisition of
major firms in scrious financial difficulties. It
is not hard to imagine situations in which the
public interest would be better served by the
acquisition of a major firm—even if the acqui-
sition terms are unfriendly to the management
of that firm—than by a continuation of a deteri-
orating situation. However, such firms are likely
to be indebted to many banks, and a blanket
prohibition on financing the acquisition of a
customer could prevent the working out of a
salvage operation that would be in the public
interest.

As I'said, I do not believe that such legislation
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would be desirable; and [ also don’tbelieve that
it would be nccessary because there are other
remedies available. Before turning to them,
however, 1 would likc to review bricfly the
question of interlocking directorates, which is
somewhat complicated in this case and some-
times confusing.

In its narrow sense, the issue of interlocking
dircctorates in this case prescents cssentially the
same problems of potential conflict of interest
that exist in any case in which a bank finances
an unfriendly takeover involving two customers.
Regardless of whether the borrowing company
is represented on the bank’s board, the basic
issue is the same: whether the bank—including
its directors—uscs confidential information en-
trusted to it by a customer for the benefit of
the bank or any third party. The presence of
the borrowing company’s representatives on the
bank board—-and their influence on bank deci-
sions—would be taken into account in deter-
mining the findings of fact as to whether the
bank misused confidential information. But the
basic issue is still whether, as a matter of fact,
the bank did misuse such information and did
thereby breach its obligation to a customer who
had entrusted it with the information. Thus, the
presence of interlocking directorates in a case
such as this should not change the nature of
the basic question.

I would like to turn now to the safeguards
and remedics that arc available in cases such
as this. [ would also like to note again the basic
problem that these safeguards and remedics are
meant to address. The problem, which is com-
mon to all of these situations we have discussed,
is the potential for abuse that is inherent in any
case where a bank may use confidential infor-
mation entrusted to it by a customer for the
benefit of other partics. To do so, it seems to
me, would be a breach of that bank’s obligation
to that customer.

At the present time, there are threc possible
ways in which such abuses might be checked:
the judicial process; the processes of the market
place; and, to a limited degree, the bank super-
VISOry process.

The judicial process is available to any party
harmed by the action of a bank in improperly
dealing with or otherwisc misusing confidential

information cntrusted to it by the aggrieved
party. There are no provisions in the banking
laws that apply directly to abuses of this kind.
But there are principles of common law that
could provide remedies for partics harmed by
such abuscs. The courts arc particularly well
equipped to deal with such cases, since they
would presumably involve critical findings of
fact as to whether confidential information was
indeed misused.

Another safeguard works through the private
market place. A bank, like any other business
enterprise, must have and maintain the confi-
dence of its customers to survive. In the case
of banks, however, the need for confidence is
particularly esscntial and particularly delicate.
There is a special relationship between banks
and their customers that is based on confidence
and trust in the bank itself and in the bank’s
commitment to safeguard the confidential affairs
of its customers. If a bank does not maintain
the highest standards of integrity in its dealings.
that confidence and trust will be eroded, and
the bank will sufler the consequences. A bank
realizes this as it enters into arcas of potential
conflicts of interest, and wise bank management
will make sure that the bank acts with the utmost
probity in undertaking transactions that may be
questioned because of possible appearances of
abusing its trust. And it will do so not only
because of its obligation to do so but also in
recognition of the future impact upon the bank
if it should lose the confidence of its customers.
This is, of course, not a legal safeguard. nor
does it offer a remedy to an aggrieved party
in cases in which there has been a breach of
that trust, but it should be recognized as an
important constraint on the actions of banks in
these circumstances.

Another possible avenug available is the bank
supervisory process, although there are limita-
tions on its usc as a safeguard or remedy in
a case such as this. The primary purpose of a
bank examination, of course, is to ensurc the
safety and soundness of the bank. The examiner
reviews the bank’s transactions with this in
mind. However, the examiner is also concerned
with the quality of the bank’s management. If,
during the course of his review of the bank’s
loans, he discovers a situation in which the
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management has clearly misused contidential
information or is otherwise involved in self-
dealing, he can criticize the management in his
report. Bank management is sensitive to such
criticism, and the fact that management knows
that its actions are subject to review in the
examination process is in itself a constraint on
its actions. However, there are limits to what
the examiners can do—or should do—in such
situations. Since the Federal banking laws do
not deal with such cases, the bank probably
cannot be cited in a violation of law.! This is
not unlike other situations where banks may
have breached their civil obligations—under the
law of contracts, for example—but where they
have not violated any provisions of the banking
laws that impose specific penalties or sanctions
upon them. Nor can an examiner—because of
the nature of the bank examination process—
causc a bank to reverse its action or to compen-
sate a party harmed by its action. Thus, in this
respect, the proper legal remedy for the ag-
grieved party lies in the judicial process.

All of these safeguards and remedies are
available today to deal with the conflict of
interest issues posed by this case. In the com-
mittee’s considerations of any proposals for
additional mcasures as a result of these hearings,
[ would hope, as indicated ecarlier, that a dis-
tinction will be maintained between the public
policy issues relating to unfriendly takeovers
and the specific questions that are posed by this
casc, which relate to potential conflicts of inter-
est in situations involving bank financing of

'With the limited exception of such matters as loans
by banks to their own exccutive officers (Section 22
(g) of the Federal Reserve Act) and cases involving such
clear financial risk to the bank as to constitute *‘unsafe

or unsound”’ banking practices (Section 8(b) of the
Federal Deposit Insurance Act).

unfriendly takeovers where two bank customers
are involved.

In this latter connection, it should be noted
that under present law there is no Federal re-
quirement that the name of the bank involved
in such a financing nced be disclosed to anyone,
including the bank’s customer that is the target
company. When the basic law governing tender
offers (Public Law 80-439) was being discussed
in the Congress in 1967, the bill under study
provided for the disclosure of all sources of
financing for tender offers but with a specific
exemption for banks. A question was raised as
to whether such an exemption was necessary.
It was finally decided that it would not be
advisable to require that the names of the fi-
nancing banks be disclosed in all tender offers.
However, the committee adopted an alternative
provision, which required that the name of the
bank involved be filed with the Sccuritics and
Exchange Commission (SEC), but that ‘‘if the
person filing such statement so requests, the
name of the bank shall not bc made public.”
That provision was incorporated into the law
as it cxists today.

Thus, this matter has been considered by the
Congress before, and it was decided then that
in general it would not be advisable to require
the public disclosure of the names of the banks
involved in tender offers. That judgment may
well continue to be valid today. However, in
view of the questions raised in the present case,
it might be timely to reconsider this question
as it applies to situations such as this, where
the potential for a conflict of interest exists.
Perhaps such a requirement might be imple-
mented through the SEC’s rules and regulations.

If there is any way in which we might assist
the committee in exploring any of these issues
further, we would be pleased to do so. [

Additional statements follow.
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Statement by Arthur F. Burns, Chairman,
Board of Governors of the Federal Reserve
System, before the Joint iconomic Committee,
February 19, 1976.

1 am plcased to meet once again with the Joint
Economic Committee to present the views of
the Board of Governors on the condition of the
national cconomy.

A year ago, when I appeared at your hearings
on the Economic Report of the President, our
economy was already in the final stages of the
most severe recession of the postwar period.
Corrective forces- -some internal to the econ-
omy, others emanating from governmental pol-
icies—were at work, and an upturn in business
activity soon got under way.

Since last spring we have experienced a sub-
stantial  economic  recovery.  According 10
present indications. the physical volume of our
Nation’s total production rose at an annual rate
of 9 per cent during the second half of 1975,

The rebound of the industrial scctor of our
economy has been cven stronger. Since last
April the combined output of factorics, mines,
and power plants has increased at an annual rate
of 1'1.5 per cent. The advance was initially most
prominent in the textile, leather, paper, and
chemical industrics; but the scope of the recov-
ery broadened in the fall and winter months and
now includes a wide range of durable as well
as nondurable goods.

As production rose, the demand for labor
strengthened. With last month's sizable gain,
total employment across the Nation has risen
more than 2 million from its low point last
March. This gain has been accompanied by a
significant lengthening of the average work-
week, particularly in manufacturing and mining.
Mecanwhile, the unemployment rate has come
down from about 9 per cent to 7% per cent.
The number of individuals out of work sill
remains deplorably high: but the new cntrants
or re-entrants into the labor foree now account
for a larger part of the unemployed total than
6 or 9 months ago, while job losers account
for a substantially smaller part.

The rate of utilization of our industrial plant
has also risen. In the major materials industries
only 70 per cent of available plant capacity was

elfectively used during the first quarter of 1975,
By the final quarter, utilization of capacity in
these industries had climbed to &1 per cent, and
it is now well above that average figure in
industries such as textiles, where the recovery
of production has been especially rapid.

As we look back, it is clear that the consumer
led the way out of recession and into recovery.,
Early in 1975 when price concessions became
fairly common, consumer purchases began to
pick up. Consumer buying was further but-
tressed during the spring and summer months
by tax rebates and supplementary social security
checks.

Sustained demand for our exports also helped
to pave the way for ecconornic recovery. Of late,
our foreign trade has increased substantially,
and export markefs nowadays absorb about an
eighth of our total output of goods. The strong
competitive position achicved by the United
States in world markets during the past 2 or
3 years played an important role in cushioning
the recent decline of our economy.

Thus, with sales to both foreigners and
American consumers well maintained, business
firms were able to make good progress last year
in clearing their shelves of ¢xcess inventories.
By carly summer, stocks had come into rcason-
able balance with sales in most consumer lines,
and many firms engaged in retail and wholesale
trade therefore began to rebuild inventories. At
the same time, the pace of inventory liguidation
slowed considerably in the manufacturing sec-
tor. For all nonfarm businesses liquidation of
inventories receded from an annual rate of about
$30 billion in the second quarter to a rate of
$6 billion in the third and fourth quarters of
last year. This readjustment in business inven-
tories has been a major factor in the recovery
of our Nation’s production of goods and ser-
vices.

Last fall the rate of advance in economic
activity slowed for a very brief period. But the
pace quickened toward the year-end, and the
cconomy entered 1976 on a strong upward
trend. In December industrial output rose almost
1 per cent and another increase of 0.7 per cent
occurred last month---with gains widely distrib-
uted among consumer goods, business equip-
ment, and other major sectors, The market for
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jobs also continued its improvement. In fact the
number of manhours worked in private nonfarm
industries incrcased at an annual ratec of more
than 8 per cent in December and January.

With employment and incomes rising swiftly,
consumers began buying more liberally, as is
evident from the recent surge in retail sales. In
December retail sales rose almost 3 per cent on
a seasonally adjusted basis, and they have con-
tinued at a high level since then. Sales of
domestic automobiles last month reached the
highest level since August 1974,

This upsurge of consumer spending has re-
sulted in further reduction of business invento-
rics, so that the ratio of inventories to sales is
now unusually low at most retail outlets and
also at manufacturing establishments producing
nondurable goods. Businessmen are still reluc-
tant to reorder in volume until they are more
confident that recovery is taking hold. But with
sales continuing to increase, they will soon need
to rebuild inventories to levels consistent with
the improved pace of consumer buying. It
should not be surprising if orders and production
advance rather briskly in the months just ahead.
Indeed. accumulation of necded inventorics may
act as a significant stimulus to recovery
throughout most of this year.

Prospects for residential construction also
have improved. Prices of new homes remain
exceedingly high, and this is bound to limit the
recovery in homebuilding. Of late, however,
builders have begun to place more emphasis on
smaller—or scmifinished—homes, and thereby
have broadened their markets. The inventory of
unsold units—especially in the single-family
sector—has declined, and the vacancy rate for
rental units fell sharply during the final quarter
of last year. Furthermore, lenders arc amply
supplied with funds, and mortgage credit is now
readily available. Over the course of 1976,
housing starts are thercfore likely to extend
significantly the gains alrcady made during
1975.

Exports, too, will probably register further
improvement this year. Economic recovery is
finally under way in Japan and other industrial
countries, and as it gathers momentum, the
demand for our exports should intensify. How-
ever, the foreign trade balance is likely to nar-

row this year, becausc our own cconomic ex-
pansion will lead to an enlarged demand for
imports—including products, such as petroleum
and industrial supplics. that fell oft sharply
during the recession.

Business capital spending can also be ex-
pected to contribute to cconomic expansion in
the year ahead. Recent developments in this
sector have been mixed. Production of business
equipment has risen in cach of the past 3
months—as sales of farm implements, mining
and oil ficld equipment, and some other kinds
of industrial machinery have advanced. Invest-
ment in new structures by public utilitics has
also risen. Nevertheless, some indicators of
business capital spending remain rather weak.
New orders for nondefense capital goods have
risen only modestly since last spring, and con-
tract awards for commercial and industrial
buildings have yet to show any improvement.

Business fixed investment, however, often
lags behind other major categories of demand
during the carly stages of a recovery. With rates
of capacity utilization incrcasing, corporate
profits moving up strongly, the stock and bond
markets improving, and business confidence
gaining, we can reasonably expect considerable
strengthening this year of business plans for
buying new equipment and building new facili-
ties—as normally happens in the course of a
business cycle expansion.

The precise magnitude of the recovery in
business investment outlays will depend to a
large degree on the vigor of consumer markets.
Businessmen across our land are still making
plans for the future with great caution. While
the recent improvement in consumer buying has
been encouraging, the present more optimistic
mood of consumers could be destroyed by a new
burst of inflation. Any resurgence in the pace
of inflation this year would pose a threat to
consumer and business confidence and thus to
the further recovery of economic activity that
1s so urgently needed.

Our Nation made notable progress last year
in reducing the ratc of inflation. The rise in
consumer prices came down to 7 per cent, about
half the rate recorded in 1974, The rise in
wholesale prices slowed down even more. Some
of this improvement stemmed {rom the absence
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of powerful special factors—such as the quad-
rupling in prices of imported oil, short supplics
of agricultural commodities, and the termination
of wage and price controls, all of which drove
up prices in 1974. However, the slowdown in
the rate of price advance last year—particularly
during the first half--also reflected slack de-
mand in product markets and increased compet-
ifive pressures.

The progress made in 1975 on the price front
still left us a long way from our national goal
of general price stability. Moreover, some wor-
sening seems 10 have taken place in recent
months in the rate of inflation. Since the middle
of 1975, wholesale prices of industrial com-
modities have increased on the average at an
annual rate of more than § per cent, compared
with 3.5 per cent in the first half of last year,
The advance of consumer prices has quickencd
only a little—from an annual rate of 6.6 per
cent in the first hall of 1975 to 7.5 per cent
in the final 6 months. Even so, the apparent
reversal of the trend toward lower price in-
creases is a troublesome sign.

The trend of wage increascs, while under-
standable, is also disturbing. Last year wage
rates rose on the average by 8 per cent—far
above the long-term rate of growth in produc-
tivity. This ycar major cotlective bargaining
agreements covering almost Iwice as many
workers as in 1975 will need to be negotiated.
If wage settlements in major industries exceed
those of 1975 —when wage and benefit increases
for the first year already averaged around 11
per cent—a new explosion of wages, costs, and
prices may be touched off.

Some step-up in the rate of inflation was
perhaps unavoidable in view of the vigor of
cconomic recovery. As the recovery procecds,
however, it is clearly the responsibility of Gov-
ernment to manage economic policies so that
a new wave of inflation is avoided.

Our country is now confronted with a serious
dilemma. OQver 7 million people are still unem-
ployed. Many of them have been seeking work
for an extended period; the average duration of
unemployment is ncarly 17 weeks. The hardship
created by unemployment has increased for
those whose unemployment benefits have been
exhausted. Morc jobs are clearly needed—not

only for workers who are now unemployed but
also for those who will soon be entering the
labor force.

In the current inflationary environment, the
conventional tools of stabilization policy cannot
be counted on to restore full employment. Re-
cent experience both in our own and other
industrial countrics suggests that once inflation
has become ingrained in the thinking of a na-
tion’s businessmen and consumers, highly ex-
pansionist monetary and fiscal policies do not
have their intended effect. In particular, instead
of fostering larger consumer spending, they may
lcad to larger precautionary savings and sluggish
consumer buying. The only sound fiscal and
monetary policy today is a policy of prudence
and moderation.

One of the urgent tasks facing our Nation is
to end the persistent Federal deficits that have
been a major source of our inflationary problem.
Since 1960 the Federal budget has been in
deficit in every year but one. The cumulative
deficit in the unified budget over the past 10
years, including the official estimate for the
current fiscal year, comes to $217 billion. If the
spending of off-budget agencies and Govern-
ment-sponsored enterprises is taken into ac-
count, the aggregate deficit for the 10 years
amounts to almost $300 billion.

This sorry record of deficit financing means,
of course, that we as a people have been un-
willing to tax ourselves sufficiently to finance
the recent sharp increases of governmental
spending. In this bicentennial anniversary of our
Nation’s independence, we would do well to
reflect on the fact that it took all of 186 years
for the annual total of Federal expenditures to
reach the $100 billion mark. This occurred in
fiscal ycar 1962. Only 9 years later, in fiscal
1971, expenditures already cxceeded $200 bil-
lion. Four years from that date, in fiscal 1975,
the $300 billion mark was passed. And unless
expenditures are held under a very tight rein,
Federal spending will easily exceed the $400
billion level in fiscal 1977.

The President’s budgetary program for the
coming fiscal year, taken on an over-all basis,
would go far toward breaking the spiral of
Federal spending, which has been so largely
responsible for the |0-year stretch of inflation
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that culminated in the deep recession from
which we arc now emerging. The proposed
budget would limit the rise of spending in fiscal
1977 to 5.5 per cent, compared with an average
yearly increase of 12 per cent over the previous
5 years. The Federal deficit is projected to
decline from $76 billion in the current fiscal
year to $43 billion in the next, with a balanced
budget finally in view by fiscal 1979.

Some well-meaning citizens are now urging
the Congress to provide added fiscal stimulus
in the interest of speeding the return to full
employment. [ would warn this committee that
still larger Federal expenditures and a bigger
deficit may fail of their purpose. A decper deficit
would require the Treasury to rely more heavily
on credit markets, thus drawing on funds badly
needed for homebuilding and business capital
formation. Worse still, a significantly larger
deficit would revive fears of accelerating infla-
tion and would weaken the confidence of busi-
nessmen and consumers that is essential to the
restoration of general prosperity.

Moderation in monetary policy is also needed
to bolster confidence in the cconomic future.
That is why the Federal Reserve has been so
diligently sceking to foster a financial climate
conducive to a satisfactory recovery, but at the
same time to minimize the chances of rekindling
inflationary fires.

Since last spring, growth rates of the major
monctary aggregates—while varying  widely
from month to month—have generally been
within the ranges specified by the Federal Re-
serve in its periodic reports to the Banking
Comnmittees of the Congress. On a seasonally
adjusted basis, the quarterly average level of
M,—that is, currency plus demand deposits
held by the public—rose over the last three
quarters of 1975 at an annual rate of 5.7 per
cent. M,, which also includes time and savings
deposits at commercial banks other than large
certificates of deposit, rose at a rate of 9 per
cent. A still broader monetary composite, M,
which also includes deposits at thrift institu-
tions, rose at a rate of 12 per cent.

These increases in the monctary aggregates
were accompanied, as we expected, by a sharp
rise in the turnover of money balances. The
rising velocity of money has not, however, been

associated with higher rates of interest or devel-
oping shortages of credit—as some critics of
Federal Reserve policy had predicted. On the
contrary, conditions in financial markets have
continued to ease and are more comfortable now
than at any time in the past 2 years.

There is a striking contrast between the
movement of interest rates during the current
recovery and their behavior in past cyclical
upswings. Short-term intcrest rates normally
begin t0 move up at about the same time as
the upturn in general business activity, although
the rise varies from onc cycle to another. In
the current cconomic upswing, a vigorous re-
bound of activity, a continuing high rate of
inflation, and a record volume of Treasury bor-
rowing might well have been cxpected to exert
strong upward pressures on short-term interest
rates. However, after some run-up in the sum-
mer months of last year, short-term rates turned
down again last fall and since then have declined
to the lowest level since late 1972. Long-term
rates have also moved down; yiclds on high-
grade new issues of corporations are now at their
lowest level since early 1974,

Conditions in financial markets thus remain
favorable for cconomic expansion. Interest rates
are generally lower than at the trough of the
recession. Savings flows to thrift institutions are
still very ample, and commitments of funds to
the mortgage market arc continuing to increase.
Mortgage interest rates arc therctore edging
down.

Moreover, the stock market has been staging
a dramatic recovery. The average price of a
share on th¢ New York Stock Exchange at
present is about 60 per cent above its 1974 low.
A large measure of financial wealth has thus
been restored to the millions of individuals
across our land who have invested in common
stocks. Besides this, the advance in stock prices
has made it considerably easicr for many firms
to raisc equity funds for new investment pro-
grams or for restoring their capital cushions.

In general, the liquidity position of our Na-
tion’s financial institutions and business enter-
prises is now much improved. Corporations
issued a rccord volume of long-term bonds last
year and used the proceeds to repay short-term
debts and to acquire liquid assets. Commercial
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banks reduced their reliance on volatile funds
and added a large quantity of Federal sccurities
to their asset portfolios. The liquidity position
of savings banks and savings and loan associa-
tions has likewise been strengthened.

The market for State and local government
securitics was, of course, adversely affected by
the New York City financial crisis. Even in this
market, however. interest rates arc now well
below their 1975 highs, and the volume of
securities issucd has remained relatively large.
The difficultics of New York City, moreover,
have had a constructive influence on the finan-
cial practices of State and local govern-
ments—as well as on other cconomic units—
throughout the country. The emphasis on sound
finance that is now under way cnhances the
chances of achieving a lasting prosperity in our
country.

These notable accomplishments in financial
markets indicate, | belicve, that the course of
moderation in monetary policy pursued by the
Federal Reserve last year has contributed to
cconomic recovery. The Board was pleasced 1o
learn that the Scnate Banking Committee in its
recent “‘Report on the Conduct of Monetary
Policy'” agrees with this view.

Last spring when the Federal Rescerve first
announced its projected growth ranges for the
monetary aggregates, concern was expressed by
some cconomists, as well as by some members
of the Congress, that the rates of monctary
growth we were secking would prove inade-
quate to finance a good cconomic expansion.
Interest rates would rise sharply, it was argued,
as the demand for money rose with increased
aggregate spending, and shortages of money and
credit might soon choke oft the recovery.

Woe at the Federal Reserve did not share this
pessimistic view, and our judgment has been
borne out by experience. We knew that the
turnover of money is apt to increase rapidly with
a return of confidence. We knew also that fi-
nancial technology has been changing, that the
innovative process has accelerated of late, and
that significant cconomies in the handling of
cash balances were therefore being cffected.

The developments that have recently fostered
cconomizing on the sums held as currency or
demand deposits include the spread of overdraft

facilities at banks, increased use of credit cards,
the growth of negotiable order of withdrawal
(NOW) accounts in New Hampshire and Mas-
sachusetts, the emergence of money market
mutual funds, the development of telephonic
transfers of funds from savings to checking
accounts, and the growing use of savings de-
posits to pay utility bills, mortgage payments,
and other obligations. One very recent develop-
ment that has had a considerable downward
influence on the level of demand deposits was
the regulation issued by the banking agencies
last November, which cnabled partnerships and
corporations to open savings accounts at com-
mercial banks in amounts of up to $150,000.

The relatively slow rate of growth in demand
deposits during recent months has been watched
carefully by the Federal Reserve. In view of
the rather rapid pace of economic expansion,
the relative ease of financial markets, and the
absence of any evidence of a developing short-
age of money and credit, we have been inclined
to view the recent sluggish rate of cxpansion
in M, as reflecting the influence of various
factors that arc reducing the amount of narrowly
defined money needed to finance economic ex-
pansion. However, since it is impossible to
project the scale on which further economies
may be rcalized. we have taken steps to ensure
that the rate of monetary cxpansion docs not
slow too much or for too long.

During the past 3 months or so, open market
policies have therefore been somecwhat more
accommodative in the provision of reserves to
the banking system. This has been reflected in
a decline of the Federal funds rate to around
4% per cent. Last month the discount rate was
lowered from 6 to 5% per cent. And on two
occasions—in mid-October and again in late
December—the Board reduced reserve require-
ments. These reductions were aimed principally
at encouraging a further lengthening of the ma-
turities of time deposits at member banks, but
they also released nearly $700 million of re-
serves and thus cnabled banks to support a
higher level of money balances.

In taking these steps, our objective has been
to stay on a course of monetary policy that will
continue to support a good rate of growth in
output and employment, while avoiding ex-
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cesses that would aggravate inflation and create
trouble for the future. As I indicated in testi-
mony before the House Banking Committee
earlier this month, the Federal Open Market
Committee has projected growth ranges of the
monetary aggregates for the year ending in the
fourth quarter of 1976 that differ only a little
from those announced previously.

We believe that the monetary growth ranges
we have projected will prove adequate to fi-
nance a good expansion of cconomic activity
in 1976. But the uncertaintics that at present
surround monctary developments, particularly
the behavior of M;, will require a posture of
exceptional vigilance and flexibility by the Fed-
cral Reserve in the months ahead.

Before closing I would remind this committee
that fiscal and monetary policics alone cannot
be expected to achieve our economic goals in
the current cconomic and financial environment.
Structural policies can make a significant con-
tribution to the restoration of full employment
and also to correcting the long-run inflationary
bias in our cconomy. In the time remaining,
let me briefly sketch several lines of attack that
scem promising.

First, governmental cfforts are long overdue
to encourage improvements in productivity
through larger investment in modern plant and
equipment. This objective would be promoted
by overhauling the structure of Federal taxation
$0 as to increase incentives for business capital
spending and for equity investments in Ameri-
can enterprises.

Second, we should face up to the fact that
environmental and safety regulations have in
recent years run up costs and prices and have
held up industrial construction across our land.
Progress toward full employment and price sta-
bility would be hastened by stretching out the
timetables for achieving our environmental and
safety goals.

Third, a vigorous search should be made for
ways to enhance price competition among our
business enterprises. The Congress is to be
commended for putting an end to the so-called
fair trade laws. [t would be desirable to go
further and reassess the cntire body of laws

directed against restraint of trade by business
firms and to improve the enforcement of such
laws. We also need to reassess the highly com-
plex governmental regulations affecting trans-
portation and the many other laws and practices
that impede the competitive process.

Fourth, governmental policics that affect
labor markets have to be reviewed. There are
grounds for thinking that the Federal minimum
wagc law is pricing many teenagers out of the
job market, that the Davis-Bacon Act is serving
to escalate construction costs. and that programs
for income maintenance now provide benefits
on such a gencrous scale that thcy may be
blunting incentives to work. High unemploy-
ment and numerous job vacancics still exist side
by side—perhaps because job scckers are un-
aware of the opportunities, or because the skills
of the unemployed are not suitable, or for other
reasons. Better results could be achieved with
more effective job banks, more realistic training
programs, and other labor market policies.

Finally, we need to think through the appro-
priate role of a limited incomes policy in the
present environment. Recent experience has
cmphatically demonstrated that lasting benefits
cannot be cxpected from comprehensive or
mandatory wage and price controls. However,
a policy that would permit modest delay in key
wage or price increases, thus creating opportu-
nity for quiet governmental intcrvention or for
public hearings and the mobilization of public
opinion, may yet be of significant benefit in
reducing abuses of private economic power and
moving our Nation toward the goal of full
employment and a stable price level.

Under current conditions, the return to full
employment will have to depend rather heavily
on policies that serve to reinvigorate competi-
tion and release the great encrgies of our pecople.
That is why structural aspects of our economy
deserve more attention from members of the
Congress and other students of public policy
than they are as yet receiving. In the Board’s
judgment, wise structural policies in conjunc-
tion with moderate fiscai and monctary policies
offer the best hope for the attainment of a lasting
prosperity. ]
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Statement by Philip C. Jackson, Jr., Member,
Board of Governors of the Federal Reserve
System, before the Committee on Banking,
Housing, and Urban Affairs, U.S. Senate,
March 11, 1976.

Mr. Chairman, I am pleased to present this
statement on behalf of the Board of Governors
concerning its activitics pursuant to Sections
805 and 808(c) of Title VIII of the 1968 Civil
Rights Act.

The Board has responded by letter at some
length to a number of guestions that the com-
mittee has asked. Should the committee have
further questions, we would be pleased to re-
spond to them.,

The Board has viewed affirmatively its re-
sponsibilities to foster nondiscriminatory lend-
ing practices in the financing of housing by State
member banks under its supervision. The Board
has worked with the Sccretary of Housing and
Urban Development and other agencies in the
Secretary’s role as the principal agent for en-
forcement of this title of the act. We have also
worked in a positive way toward securing rec-
ognition by member banks of nondiscriminatory
lending policies in the financing of housing as
a proper role for all institutions.

Very few complaints have been received by
the Federal Reserve System to date regarding
possible violations by State member banks of
the statute. In those instances where complaints
have been received, the Board has investigated
the nature of the complaint. It has worked in
the spirit of this title of the civil rights statute
toward conciliating any diflerences that may
have arisen and has not found it necessary to
initiate any formal proccedings against any
lender that was the subject of a complaint.

The Board has worked toward a better factual
understanding of the degree of possible dis-
criminatory lending practices that may exist in
residential lending. Unfortunately, our partici-
pation in a large study of residential lending
practices did not produce conclusive findings as
to whether or not discrimination in mortgage

lending had been present during the second half
of 1974.

The requirements of the Civil Rights Act of
1968 are included in the System’s training for
its examiners. Each bank examined is checked
for compliance with the act as part of our normal
cxamination routine. This is done in connection
with our responsibility for enforcement of a
wide range of other statutes applicable to State
member banks.

The Board of Governors actively works to
prevent discriminatory lending practices in a
much broader context than that provided by
Title VI of the 1968 Civil Rights Act. As the
committee knows, the Board is the agency
responsible for regulations under the Home
Mortgage Disclosure Act and the Equal Credit
Opportunity Act of 1975, This latter act pres-
ently provides that no applicant shall be dis-
criminated against in any aspect of any credit
transaction due to the applicant’s sex or marital
status. The Board’s responsibilitics under the
Equal Credit Opportunity Act would be ex-
panded to cover additional bases of discrim-
ination under bilis presently being considered
by the Congress. These bases include race,
color, religion, or national origin, all of which
were part of the original prohibitions of the Civil
Rights Act. The provisions of the Equal Credit
Opportunity Act would also be amplified to
include the beneficiaries of public assistance and
those persons who utilize the benefits of the
consumer credit protection statutes.

In its implementation of the Equal Credit
Opportunity Act, the Board will pursue the goal
of nondiscrimination not only in housing credit
but in all of the credit transactions covered under
that act. If, as we expect, the Equal Credit
Opportunity Act amendments come to fruition,
we foresee a need to revise the implementation
of Title VIII of the 1968 Civil Rights Act in
order to broaden the scope of our enforcement
cfforts. To do so may call for fresh approaches
toward enforcement that can be better under-
stood after the new requirements are legislated
and regulations are adopted covering them.
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Record of Policy Actions
of the Federal Open Market Committee

MEETING HELD ON JANUARY 20, 1976

Domestic Policy Directive

The information reviewed at this meeting suggested that output
of goods and services (real gross national product) had expanded
at an annual rate of about 5.5 per cent in the fourth quarter of
1975~-compared with a rate of about 12 per cent in the third
quarter——and that the rise in prices had been somewhat less rapid
than the average rate over the first three quarters of the year. Stall
projections suggested that growth in output would moderate some-
what further in the first half of 1976 and that the rate of increase
in prices would change little.

In December retail sales had risen sharply, according to the
advance report, reflecting a strong increase in sales of automobiles
and widespread gains in sales among other categories of goods;
however, the increase in the fourth quarter as a whole was less
than that in the third quarter. The rise in industrial production and
in nonfarm payroll employment, which had slowed over the pre-
ceding 2 months, accelerated in December, and the average work-
week in manufacturing lengthened considerably. However, the
unemployment rate remained at 8.3 per cent, as growth in the
civilian labor force about matched that in total employment.

The index of average hourly earnings for private nonfarm pro-
duction workers was unchanged in December, following 2 months
of large increases, and the rise during the fourth quarter was slightly
less than that during the third quarter. Increases in wholesale prices
of industrial commodities were pervasive in December, as in
November, and the over-all risc remained relatively large. How-
ever, average wholesale prices of farm products and foods declined
sharply further. In November the rise in the consumer price index
had continued at the accelerated pace of October, in large part
because of substantial increases in prices of services.

Staft projections of real output in the first half of 1976 were
similar to those of 5 weeks earlier. They suggested that consump-
tion cxpenditures would expand at a moderate pace, that residential
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construction and business fixed investment would continue to re-
cover, and that business inventory accumulation would be at a
moderate rate. However, exports were projected to rise less than
imports.

The exchange value of the dollar against leading foreign curren-
cies held steady in December, but in early January it eased some-
what, mainly in response to declines in U.S. interest rates. In
November both merchandise exports and imports changed little,
and the foreign trade surplus was again sizable.

Total loans and investments at U.S. commercial banks—which
had expanded considerably in November—declined appreciably in
December. Banks again added to their holdings of Treasury securi-
ties, but holdings of other securities and outstanding loans to
businesses declined. The outstanding volume of commercial paper
issued by nonfinancial corporations increased only a little, and total
short-term business borrowing declined. During the period from
mid-December to mid-January most banks reduced the prime rate
applicable to large business borrowers from 7% to 7 per cent, and
one major bank reduced it to 6% per cent.

M; declined in December, and growth in M, and M, slowed
considerably.! At commercial banks, inflows of time and savings
deposits other than large-denomination CD’s slackened, while
inflows of deposits to nonbank thrift institutions were relatively
well maintained. Some portion of the inflows of such deposits to
banks in December, as in November, was attributable to expansion
in business accounts resulting from amendments to Federal Reserve
regulations, effective November 10, that permitted corporations,
partnerships, and other profitmaking organizations to maintain
savings accounts of up to $150,000 at member banks. To a
considerable cxtent the funds placed in these business savings
accounts appeared to have been shifted out of demand deposits.

On the basis of quarterly average data, M, grew at an annual
rate of about 2% per cent in the fourth quarter, compared with
a rate of about 7 per cent in the third quarter. M, and M,,
respectively, grew at annual rates of about 6%2 and 8% per cent

'M, is composed of private demand deposits and currency in circulation: M,
includes M, and commercial bank time and savings deposits other than large-de-

nomination CD's; and M, includes M, and deposits at nonbank thrift institutions
(savings and loan associations, mutual savings banks, and credit unions).
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in the fourth quarter, comparcd with rates slightly above 10 and
13 per cent in the preceding quarter.?

On December 24 the Board of Governors announced a reduction
from 3 per cent to 2'2 per cent in reserve requirements on time
deposits maturing in 180 days to 4 years. The action—which
released about $320 million in reserves to the banking system in
the week beginning January 8—was in line with previous Board
decisions designed to encourage member banks to lengthen the
structure of their deposit liabilities.

System open market operations in the inter-meeting period had
been guided by the Committee’s decision to maintain the bank
reserve and money matket conditions prevailing at the time of the
Dccember meeting, provided that monetary aggregates appeared
to be growing at about the rates then expected. Data that became
available week by week after the December meeting suggested that
in the December—January period M, and M, would grow at rates
below the lower limits of the ranges of tolerance that had been
specified by the Committec. Accordingly, near the end of De-
cember, the System began to direct operations toward some easing
in bank reserve and money market conditions. By January 12 the
Federal funds rate had declined from the neighborhood of 5% per
cent—the level prevailing at the time of the December meeting—to
an area of 4% to 4% per cent. The range that had been specified
by the Committcc was 4% to 5% per cent.

Subsequently, a majority of Committee members concurred in
Chairman Burns’ recommendation of January 12 that the Manager
be instructed to hold the weekly-average Fedceral funds rate at the
approximate level of 4% per cent until the time of this meeting.
In the remaining days, the rate was close to 4% per cent.

Both short- and long-term market interest rates declined appre-
ciably over the inter-meeting period, in response to System policy
actions and to a growing view among participants in financial
markets that credit demands in the months ahead would not be

2Revised measures of the monetary aggregates, reflecting new benchmark data
for deposits at nonmember banks and revised seasonal factors, were published
on Jan. 22, 1976. On the basis of the revised figures, fourth-quarter growth in
M, and M, was at annual ratcs of about 6 and 9 per cent, respectively;
fourth-quarter growth in M, remained at about 2% per cent.
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so large as to place strong upward pressures on interest rates. On
the day before this mceting the market rate on 3-month Treasury
bills was 4.87 per cent, down from 5.51 per cent on the day before
the December mecting. Effective January 19, Federal Reserve
discount rates were reduced from 6 to 5% per cent at 11 Reserve
Banks; shortly afterward, the rate was reduced at the remaining
Bank.

At this mecting the Committee reviewed the 12-month ranges—
covering the period from the third quarter of 1975 to the third
quarter of 1976—that had been agrced upon at the October meeting
and considered the ranges that would be appropriate for the period
from the fourth quarter of 1975 to the fourth quarter of 1976.

In the discussion, it was noted that from the third to the fourth
quarter of 1975 rates of growth in the monetary aggregates, partic-
ularly M, had fallen short of the 12-month ranges adopted at the
October meeting. It was also noted, however, that from March
to June and from the scecond-quarter average to the third-quarter
average monctary growth had been somewhat high relative to the
ranges that had been specified by the Committee in April and July,
respectively. From both March and the sccond-quarter average to
the fourth-quarter average, growth in M, M,, and M, was, respec-
tively, around the lower end, near the middle, and around the upper
end of the ranges that had been specified earlier. Moreover, a part
of the fourth-quarter shortfall in growth of M,; appeared to be
attributable to a declinc in the demand for checking deposits,
especially because of the shift in business deposits from demand
accounts to savings accounts. Businesses were expected to continue
to substitute savings accounts for demand deposits over the ycar
ahcad, although at a slower pace than in recent weeks. For that
reason, and also because of other indications that demand deposits
were being used more cfficiently, the Committee decided to reduce
the lower limit of the longer-run range specified for M; from 5
per cent to 4% per cent. Thus, the range specified for M, was
4% to 7% per cent. The ranges specified for M, and My—namely,
7% to 10% per cent and 9 to 12 per cent, respectively—were
unchanged from those adopted in October. The associated range
for growth in the bank credit proxy was 6 to 9 per cent.

It was understood that the longer-term ranges, as well as the
particular list of aggregates for which such ranges were specified,
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would be subject to review and modification at subscquent mect-
ings. It was also understood that, as a result of short-run factors,
growth rates from month to month might well fall outside the ranges
contemplated for annual periods.

In the discussion of current policy at this mecting, the Committee
took note of a stafl analysis suggesting that for the period immedi-
ately ahead uncertainty about the behavior of the demand for money
was greater than usual. The extraordinary rise in the turnover
(income velocity) of M, that had occurred so far in this economic
recovery seemed unlikely to continue; thus, the projected increase
in nominal GNP could lead to a strengthening of the demand for
demand deposits and currency, even though business savings ac-
counts were expected to grow lurther.

The stafl analysis suggested that basic factors accounting for
the sharp reduction in the demand for money relative to income
in the latter half of 1975 were not fully understood; thus, there
was considerable uncertainty as to the timing, strength, and duration
of any rebound in moncy demand. In particular, it was difficult
to assess how rapidly the public would take advantage of the
continuing improvements in f(inancial technology—such as the
availability of savings accounts to businesses and of telephonic
transfer between savings and demand accounts—that were facili-
lating cconomization of cash balances. Finally, an internal staft
review of scasonal adjustment procedures indicated that alternative,
reasonable methods of adjustment produced significantly different
scasonal factors for individual months and for 2-month periods.
Because the money stock was subject to a variety of transitory
influences, scasonal factors were uncertain and the significance of
short-run variations in growth rates within a fairly wide range was
limited.

In view of the current uncertaintics regarding the behavior of
the monetary aggregates, many members advocated that the Com-
mittee continue to give greater weight than usual to money market
conditions in conducting open market operations in the period until
the next meeting and that it specify 2-month ranges of tolerance
for growth in the monctary aggregates that were wider than usual.
Some members preferred to give greater emphasis to variations
in the behavior of the monetary aggregates relative to expectations,
and the suggestion was also made that more weight be given to
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the behavior of M, relative to that of M, than had been the case
in the past.

The Committee decided that operations in the period immediately
ahead should be directed toward maintaining the bank reserve and
money market conditions now prevailing, provided that monetary
aggregates appcarcd to be growing at rates not far from those
currently expected. The members concluded that growth in M, and
M, over the January—February period at annual rates within ranges
of tolerance of 4 to 9 per cent and 7 to 11% per cent, respectively,
would be acceptable.® Mainly because the outstanding volume of
large-denomination CD’s was projected to decline substantially
over the 2-month period, it was expected that these growth rates
for the monetary aggregates would be associated with an annual
rate of decline in rescrves available to support private nonbank
deposits (RPD’s) between 2 and 7 per cent. The ranges of tolerance
were wider than those customarily specified.

It was contemplated that System opcrations until the next meeting
would be directed toward maintaining the weekly-average Federal
funds rate at about its current level of 4% per cent, unless rates
of growth in the monetary aggregates appeared to be approaching
the limits of their specified ranges. The members agreed that, should
the aggregates appear to be deviating significantly from expecta-
tions, the weekly-average funds rate might be expected to vary
in an orderly fashion within a range of 4% to 5 per cent.

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

The information revicwed at this mceting suggests that output
of goods and services—which had increased very sharply in the
third quarter of 1975—expanded morc moderately in the fourth
quarter. In December retail sales rose sharply, but the increase in
the fourth quarter as a whole was less than that in the third quarter.
After having slowed over the preceding 2 months, the rise in
industrial production and in nonfarm payroll employment acceler-
ated in December. However, the uncmployment rate remained at
8.3 per cent. as the civilian labor force grew about as much as
total employment. The increase in average wholesale prices of

3The ranges of tolerance were based on the new scasonal adjustment factors
published on Jan. 22, 1976.
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industrial commaoditics was again relatively large, but average prices
of farm products and foods declined sharply further. The index of
average wage rates was unchanged in December, following 2 months
of large increases.

The exchange value of the dollar against leading foreign curren-
cies held steady in December but cased somewhat in carly January,
Another sizable foreign trade surplus was registered in November.

M, declined in December, and growth in M, and M, slowed
considerably. At commercial banks, inflows of time and savings
deposits other than large-denomination CD’s slowed, despite a
continuing build-up of business savings accounts, while inflows of
deposits to nonbank thrift institutions were relatively well main-
tained. In terms of quarterly averages, growth in M, from the third
to the fourth quarter was modest, while growth in M, and M; was
more substantial. In recent weeks interest rates on both short- and
long-term sccuritics have declined appreciably. In mid-January
Federal Reserve discount rates were reduced from 6 to 5% per cent.

In light of the foregoing developments, it is the policy of the
Federal Open Market Commiittee to foster financial conditions that
will encourage continued economic recovery, while resisting infla-
tionary pressures and contributing to a sustainable pattern of inter-
national transactions.

To implement this policy, while taking account of developments
in domestic and international linancial markets, the Committee sceks
to maintain prevailing bank reserve and money market conditions
over the period immediately ahead, provided that monetary aggre-
gates appear to be growing at about the rates currently expected.

Votes for this action: Messrs. Burns, Volcker,
Baughman, Coldwell. Eastburn, Holland, Jackson,
Macl.aury, Mayo, Mitchell, Partec, and Wallich.
Votes against this action: None.

Records of policy actions taken by the Federal Open Market Committee at each
mieeting, in the form in which they will appear in the Board's Annual Report,
are released about 45 days after the meeting and are subsequently published in
the BULLETIN.
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Statutes, regulations, interpretations, and decisions

State Taxation of Depositories Act

An Act of Congress approved February 27,
1976, extended the State Taxation of Depositorics
Act and amended the Truth in Lending Act.

AN AcCT

To Extend the State Taxation of Depositories
Act.

Be it enacted by the Senate and House of
Representatives of the United States of America
in Congress assembled. That subsection (¢) of the
State Taxation of Depositorics Act (section 7(¢)
of Public Law 93-100) is amended by striking out
““January 1, 1976’ and inscrting in lieu thercof
“‘September 12, 19767,

SEc. 2. Section 2(a) of Public Law 93-100 (12
U.S.C. 1832(a)) is amended by inserting after
‘*Massachusctts™ a comma and the following:
“*Connecticut, Rhode Istand, Maine, Vermont,’’,

Stc. 3. (a) Section 103 of the Truth in Lending
Act (15 U.S.C. 1602) is amended by redesignating
subsections {p), ((), and (r) as subsections (). (s),
and (t), respectively, and by adding after subsec-
tion (0) the following:

**(p) The term “discount’ as used in section 167
means a reduction made from the regular price.
The term ‘discount’ as used in section 167 shall
not mean a surcharge.

““(q) The term ‘surcharge’ as used in scction
103 and section 167 means any means of incrcas-
ing the regular price to a cardholder which is
imposed upon customers paying by cash, check,
or similar means.’’.

(b) Scction 130(f) of the Truth in Lending Act
(15 U.S.C. 1640(f)) is amended to rcad as follows:

“(f) No provision of this section or section 112
imposing any liability shall apply to any act done
or omitted in good faith in conformity with any
rule, regulation. or interpretation thereof by the
Board or in conformity with any interpretation or
approval by an official or employee of the Federal
Reserve System duly authorized by the Board to
issue such interpretations or approvals under such

procedures as the Board may prescribe therefor,
notwithstanding that after such act or omission has
oceurred, such rule, regulation, interpretation, or
approval is amended, rescinded, or determined by
judicial or other authority to be invalid for any
reason.’’.

(©)(1) Section 167(a) of the Truth in Lending
Act (15 U.S.C. 1666f) is amended by inserting
(1Y’ immediately after ““(a)”” and by adding at
the end thereof the following new paragraph:

**(2) No seller in any sales transaction may
impose a surcharge on a cardholder who clects
to use a credit card in lieu of payment by cash,
check, or similar means.”’.

(2) The amendment made by paragraph (1) shall
cease to be effective upon the expiration of three
years after the date of enactment of this Act.

(d) Section 171 of the Truth in Lending Act
(15 U.S.C. 1666j) is amended by adding at the
end thereof the following new subsection:

**(¢) Notwithstanding any other provisions of
this title, any discount offered under section 167(b)
of this title shall not be considered a finance charge
or other charge for credit under the usury laws
of any State or under the laws of any State relating
to disclosure of information in conncction with
credit transactions, or relating to the types,
amounts or rates of charges, or to any element
or elements of charges permissible under such laws
in connection with the extension or use of credit.™”

Membership of State Banking
Institutions in the Federal Reserve System

The Board of Governors has amended its Regu-
lation H to implement a grace period concerning
real cstate loans made by State member banks in
identificd lood hazard arcas of communities that
are not participating in the National Flood Insur-
ance Program.

Effective February 26, 1976,
208.8(c)(5) is amended as follows:

section

Section 208.8—Banking Practices

* * ® * £
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(¢) Loans by State member banks in identi-
fied flood hazard areas.

(5) * * *Provided, that the prohibition contained
in this section shall not apply to any loan made
prior to March 1, 1976, if the loan is made to
{inance the acquisition of a previously occupied
residential dwelling.

ok ok * £ *
Foreign Activities of National Banks

The Board of Governors has amended its Regu-
lation M to prevent duplication of Euro-dollar
reserve requirements when a foreign branch lends
to a corporation operating under section 25 or
25(a) of the Federal Reserve Act that is maintain-
ing reserves on such credit under § 211.7(¢) of
Reguiation K, and when a forcign branch lends
to a foreign-owned U.S. banking institution that
is voluntarily maintaining member bank reserves
on such credit pursuant to the Board’s rcquests
of June 1, 1973 and April 9, 1975.

Effective February 6, 1976, scction 213.7(b) is
amended to read as follows:

Section 213.7—Reserves
Against Foreign Branch Deposits

* * * * *

(b) Credit extended to United States resi-
dents. During each week of the four-weck period
beginning May 22, 1975, and during each week
of each successive four-week maintenance period,
a member bank having one or more forcign
branches shall maintain with the Reserve Bank of
its district, as a reserve against its foreign branch
deposits, a daily average balance equal to 4 per
cent of the daily average credit outstanding from
such branches to United States residents? (other
than asscts acquired and net balances due from
its domestic offices) during the four-week compu-
tation period ending on the Wednesday fifteen days
before the beginning of the maintenance period:
Provided, That this paragraph does not apply to
credit extended (1) in the aggregate amount of
$100,000 or less to any United States resident,
(2) by a foreign branch which at no time during
the computation period had credit outstanding to

RS

United States residents exceeding $1 million, (3)
10 enable the borrower to comply with the re-
quirements of the Office of Forcign Direct Invest-
ments, Department of Commerce,? (4) under
binding commitments entered into before May 17,
1973, or (5) to an institution that will be main-
taining reserves on such credit under § 204.5(¢)
of Regulation D or § 211.7(¢) of Regulation K
or to a foreign-owned banking institution that will
voluntarily be maintaining member bank reserves
on such credit.

8 Kok ok

Interest on Deposits

The Board of Governors has amended its Regu-
lation Q in light of recent legislation authorizing
negotiable orders of withdrawal (NOW) accounts
in the States of Maine, Connecticut, Rhode Island,
and Vermont.

Effective March 1, 1976, scctions 217.1(c¢),
217.5(¢) and 217.6(i) arc amended to read as
follows:

Section 217.1—Definitions

* * * * *

(c) Savings deposits
* * * * *

(3) In those States where banks are permitted
to offer deposits subject to negotiable orders of
withdrawal, such deposits may be maintained if
such deposits consist of funds deposited to the
credit of or in which the entire beneficial interest
is held by one or more individuals, or a corpora-
tion, association, or other organization operated
primarily for religious, philanthropic, charitable,
educational, fraternal, or other similar purposcs,
and not operated for profit. Deposits in which any
beneticial interest is held by a corporation, part-
nership, association or other organization operated
for profit or not operated primarily for religious,
philanthropic, charitable, educational, fraternal, or
other similar purposes may not be classified as
deposits subject to negotiable orders of with-
drawal.

* * * * *

Section 217.5—
Withdrawal of Savings Deposits

* #* * * *
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(¢) Manner of payment of savings deposits

* * * * *

(3) The provisions of this paragraph do not
apply to deposits subject to negotiable orders of
withdrawal that arc authorized by Federal law.

* * * ES Es

Section 217.6—
Advertising of Interest on Deposits

* * * * *

(i) Negotiable orders of withdrawal. In addi-
tion to compliance with the other paragraphs of
this section, member banks offering accounts sub-
ject to negotiable orders of withdrawal, to the
extent practicable, shall limit every advertisement,
announcement or solicitation made in any news-
paper. magazine, radio, television or other media
to such facilitics directed toward residents of the
States in which Federal law authorizes the issuance
of such accounts. All other advertisement, an-
nouncements and solicitations of such accounts.
including dircct mailing, circulars, and notices.
whether written or oral, to the extent practicable,
shall be directed only to persons residing or em-
ployed in the States in which Federal law author-
izes the issuance of accounts subject to negotiable
orders of withdrawal and to persons who are
customers of member banks in those States on the
effective date of this amendment.

L.oan Guarantees for Defense Production

The Board of Governors has amended its Regu-
lation V to change the name of a guaranteeing
agency in section 1.

[ffective February 4,
amended to read as follows:

1976. scction 1 1s

Scction 1—Authority

This regulation is based upon and issued pursu-
ant to the Defense Production Act of 1950 (re-
ferred to in this regulation as the “*Act™), and
Executive Order No. 10480, dated August 14,
1953 as amended (3 CFR 1949-1953 Comp., p.
962) referred to in this regulation as the **Order™).
and after consultation with the heads of the
guarantecing agencies designated in the Act and
the Order, namely the Department of the Army,
the Department of the Navy. the Department of
the Air Force. the Department of Commerce., the
Department of the Interior, the Department of

Agriculture, the General Services Administration,
the Nuclear Regulatory Commission, Energy Re-
search and Development Administration, the De-
fense Supply Agency, and the National Acronau-
tics and Space Administration.

Interpretation
of Regulations K, M, and Y

Statement of Policy on State Interests in Foreign
Joint Ventures. In general, when a member bank
or a corporation organized under § 25(a) of the
Federal Reserve Act (an “*Ldge’” corporation), or
operating pursuant to an agreement with the Board
under § 25 thereof (an “"Agreement’” corporation),
or a bank holding company requests the Board's
specific consent to acquire the stock or other cer-
tificates of ownership of a foreign corporation that
will be jointly-owned by the U.S. banking organi-
zation and other foreign or domestic participants
(hereinafter referred to as a ““foreign joint ven-
ture”’ "y, the Board considers, among other factors,
the degree of legal and practical business respon-
sibility the U.S. banking organization will bear
for the financial condition and operations of the
forcign joint venture in foreign and international
financial markets. In the Board’s judgment, this
factor, among others, is relevant in assessing what
effects the proposed investment may have on the
financial and managerial resources of the applying
U.S. banking organization.

Based on the recent experience of  certain
foreign joint ventures in foreign and international
financial markets, the Board has found that a U.S.
banking organization may, in certain circum-
stances, feel impelled for business reasons to pro-
vide financial support? to a loreign joint venture
in which it has an cquity interest in the event the
venture has liquidity or other financial needs. This
support may be subtantially in excess ol the U.S.
banking organization’s original equity investment

"The term foreign joint venture™ s used 1o describe a
situation in which a U.S. banking organization with a minority
share interest participates, directly or indirectly, in the overall
management of the corporation and thus has an active operating
interest. A purely passive minority investment in a foreign
corporation will not be deemed a *"joint venture’” investment
for purposes of this statement of policy. ‘This *"joint venture™”
determination will be made on the basis of the facts and
circumstances of cach case.

2As used herein, the term “‘support’” includes, without
limitation, contributions o capital, purchase (or causing the
purchase) from the foreign corporation of loans or securitics,
making (or causing the making) of loans to the toreign cor
poration, and the makmg, (or causing the making) of deposits
in the foreign corporation.
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and may, in some situations, be well in excess
of its pro rata share. This has scemed most likely
to occur in situations where (1) the foreign joint
venture has included in its name a reference to
the U.S. banking organization, (2) the U.S. bank-
ing organization or its affiliates have consistently
provided financial support to the foreign corpora-
tion in amounts significantly beyond usual com-
mercial limits or significantly disproportionate to
its pro rata stock interest, or (3) as the result of
substantial managerial support furnished by the
U.S. banking organization under a contract or
other arrangement, the foreign corporation has
been publicly identified as or considered to be,
sometimes with the active encouragement of the
U.S. banking organization, an integral part of the
U.S. banking organization’s international opera-
tions.

Accordingly, the Board, in considering applica-
tions by U.S. banking organizations to invest in
forcign joint ventures, will, as a matter of policy,
take into account the possibility that the applicant
may feel impelled for business reasons to provide
financial support for such foreign joint venture in
the event the venture has liquidity or other finan-
cial needs, and that such support could be signifi-
cantly greater than the amount of its proposed
equity investment. The Board will, therefore,
consider such application in light of the relative
ability of the applicant to meet the demands that
such potential support could place on its financial
and managerial resources. In doing so, the Board
will take into consideration the risks associated
with the total assets and liabilities of the foreign
joint venture and its projected expansion, and not
merely the size of the proposed cquity investment
by the applicant. In particular, the Board will give
great weight to these potential risks and their
implications for the applicant in cases where the
applicant proposes (1) to include a reference to
its name in that of the forcign joint venture, (2)
to provide general funding support to the forcign
joint venture in amounts disproportionate to its pro
rata stock interest, or (3) to provide virtually all
of the management for such foreign joint venture.

If, however, in the case of any such proposed
joint venture investment, the U.S. banking orga-
nization can establish in the record of its applica-
tion that it has rcached an agreement or arrange-
ment whereby its support of the proposed joint
venture in the cvent of liquidity or other financial
needs will be limited to its initial equity investiment
or to some fixed amount, or will be shared pro

rata or otherwise with the other sharcholders, or
will otherwise be limited, the Board will consider
the application and the risks associated therewith
on the basis of this additional information. In this
regard, the Board will also consider the identity
and financial strength of other partners and inves-
tors in the venture and their respective ability to
provide support to the venture. if needed.

This statement of policy is not intended to
prohibit or discourage investments by U.S. bank-
ing organizations in foreign joint ventures, which
can be a useful form of corporate organization in
appropriate circumstances; rather, due to the diffi-
culty of ascertaining the precise risks undertaken

. joint venture investments, its primary purpose
is to clarify for all partiecs concerned the probable
dimensions of risks assumed in any particular
investment. Thus, even if an applicant propeses
to assume a disproportionate share of the risks in
any joint venture, e.g., agrees to stand behind
more than its pro rata share of the joint venture’s
obligations, the Board might be willing to approve
the investment if the applicant’s financial and
managerial resources could bear this additional
risk and if other factors indicated that approval
would be consistent with the public interest.

The Board further notes that any action that it
might take on an application should not be viewed
or relied upon by the applying U.S. banking orga-
nization, other participants in the venture, or any
third party as constituting approval or disapproval,
or ratification or rejection of any agreement or
arrangement that may have been entered into by
the sharcholders of a foreign joint venture; speci-
fically, any Board action should not be viewed as
constituting any expression of judgment as to the
validity or enforceability of any such agreement
or arrangement. Any agreement or arrangement
will, rather, be mercly one among many factors
considered by the Board in deciding on an appli-
cation.

This statement is intended to apply primarily
to proposed investments by U.S. banking organi-
zations in the stock of foreign corporations in
which they do not already have an equity invest-
ment. Applications involving an additional invest-
ment in an ongoing foreign joint venture will
continue to be considered by the Board on the basis
of outstanding facts and circumstances. In the case
of any ongoing forcign joint venturc the Board
will, of course, continue to consider carefully the
amount of support, il any. that is being provided
by the applicant to the venture and any agreement
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or arrangement among the joint venturers for the
provision of any future support.

Interpretation of Regulation Y

Escrow arrangements involving bank stock re-
sulting in a violation of the Bank Holding Com-
pany Act. In connection with a recent application
to become a bank holding company, the Board
considered a situation in which shares of a bank
were acquired and then placed in escrow by the
applicant prior to the Board's approval of the
application. The facts indicated that the applicant
company had incurred debt for the purpose of
acquiring bank shares and immediately after the
purchase the shares were transferred to an unaflil-
iated escrow agent with instructions to retain
possession of the shares pending Board action on
the company’s application to become a bank hold-
ing company. The escrow agreement provided
that, if the application were approved by the
Board, the escrow agent was o return the shares
to the applicant company; and, if the application
were denied, the escrow agent was to deliver the
shares to the applicant company’s sharcholders
upon their assumption of debt originally incurred
by the applicant in the acquisition of the bank
shares. In addition, the escrow agreement provided
that, while the shares were held in escrow, the
applicant could not exercise voting or any other
ownership rights with respect to those shares.

On the basis of the above facts, the Board
concluded that the company had violated the prior
approval provisions of section 3 of the Bank
Holding Company Act (**Act’’) at the time that
it made the initial acquisition of bank shares and
that, for purposcs of the Act, the company contin-
ued to control those shares in violation of the Act.
In view of these findings, individuals and bank
holding companics should not enter into escrow
arrangements of the type described herein, or any
similar arrangement, without sccuring the prior
approval of the Board, since such action could
constitute a violation of the Act.

While the above represents the Board's conclu-
ston with respect to the particular escrow arrange-
ment involved in the proposal presented, the Board
does not belicve that the use of an escrow ar-
rangement would always result in a violation of
the Act. For example, it appears that a transaction
whereby bank shares are placed in escrow pending
Board action on an application would not involve
a violation of the Act so long as title to such shares

remains with the seller during the pendency of the
application; there are no other indicia that the
applicant controls the shares held in escrow; and,
in the event of a Board denial of the application,
the escrow agreement provides that the shares
would be returned to the seller.

Interpretations of Regulation Z

Timing and modification of semiannual state-
ments. Scctions 226.7(d)(1) through 226.7(d)(4)
set out the method by which the statement required
by § 226.7(a)9) is to be provided to customers
on a semiannual basis. Section 226.7(d)(5) pro-
vides for a shorter statement which, as an alterna-
tive to the provisions of §§ 226.7(d)(1) through
226.7(d)(4). may, under certain conditions, be
provided with cach periodic statement.

The question has arisen of when the first state-
ment, either the longer statement required by §
226.7(a)(9) or the alternate shorter statement under
§ 226.7(d)(5), must be provided under § 226.7(d).
Creditors must mail or deliver one or the other
of these statements, pursuant to § 226.7(d), not
later than seven months after October 28, 1975.
In determining when to send the first statement
pursuant to § 226.7(d), the initial statements pre-
scribed by § 226.7(aX9) which arc sent to cus-
tomers with accounts in existence on Qctober 28,
1975, pursuant to § 226.7(i), may not be consid-
cred a statement sent for purposes of § 226.7(d).

A second question has arisen regarding the
timing of disclosures should a creditor change
practices and provide the statement under §
226.7(d)5) instcad of the longer statement pre-
scribed in § 226.7(a)9). The same question has
arisen with respect to the opposite case, i.e., when
a creditor first makes disclosure under §
226.7(dX5) and subsequently decides to make
disclosure of the statement prescribed by §
226.7(a)(9) semiannually. If a creditor first dis-
closes the § 226.7(2)(9) statement semiannually
and subscquently decides to use the § 226.7(d)X(5)
alternative, the first statement which must be pro-
vided pursuant to § 226.7(d)(5) must be mailed
or delivered not later than the time that the next
§ 226.7(a)9) statement would have been required
had no change in the creditor’s practice occurred.
I a creditor first chooses 1o make disclosure pur-
suant to § 226.7(d)5) and subscquently decides
to provide the longer statement prescribed in §
226.7(a)9) semiannually, the creditor must mail
or deliver such longer statement to those customers
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receiving periodic statements (not later than the
mailing or delivery of such periodic statements)
pursuant to § 226.7(b) for the billing cycle imme-
diately subsequent to the billing cycle for which
the last statements were mailed or delivered pur-
suant to § 226.7(d)(5). The timing of mailing or
delivery of § 226.7(a)(9) statements on a semian-
nual basis subscquent thereto is to be determined
in accordance with §§ 226.7(d)(1), (2), (3), and
4.

A further question has arisen whether a creditor
may delete portions of the statement prescribed
in § 226.7(d}5) which arc inapplicable to its
particular credit plan as in the case of the statement
prescribed by § 226.7(a)(9). In linc with the gen-
eral policy of the Truth in Lending Act and Regu-
lation 7. which attempt to avoid disclosures which
might be confusing to consumers, any portions of
the § 226.7(d)(5) statement which are inapplicable
to a credit plan may be deleted from the §
226.7(d)(5) statcment by the creditor of that plan.

The question has also arisen whether references
to the ‘‘creditor’ in the statement prescribed by
§ 226.7(d)5) may be altered or modified as is
permitted with regard to the statement prescribed
by § 226.7(a)(9). Such alteration or modification
is permissible; wherever the word *‘creditor’” ap-
pears or is referred to in the statement prescribed
by § 226.7(d)(5), the creditor may substitute ap-
propriate references, such as ‘“‘company,”’
“*bank,”” “*we’’ or a specific name.

Modification of semiannual statements pursuant
1o State law. Sections 226.7(a)(9) and 226.7(d)(5)

prescribe statements regarding customers’ rights
and creditors’ responsibilities under certain sec-
tions of the Regulation. These statements contain
specific references to the **Federal Truth in Lend-
ing Act,”” Federal Fair Credit Billing Act,”” and
the *‘Act.”’

Certain States have adopted, or intend to adopt,
regulations or statutes identical to the amendments
to Regulation Z adopted by the Board on Sep-
tember 15, 1975, for the purpose of implementing
the Fair Credit Billing Act. The question has arisen
whether the statements prescribed by §§
226.7(a)(9) and 226.7(d)}5) may be modified
under these circumstances to include a reference
to the State law immediatcly following the relevant
reference to the Federal law, or whether separatc
statements arc required under both the State law
and Federal laws.

In the circumstances described above, it is per-
missible for a creditor to modify the statements
prescribed by §§ 226.7(a)(9) and 226.7(d)(5) in
the form of a reference 1o the relevant State law
by name. Such a disclosure, if made immediately
following the relevant reference to the titled Fed-
cral law in substantially the following manner:
“‘and the [insert the name of the Statec and the
State law involved],”” is permissible under Regu-
lation Z and any Statc law requiring such a disclo-
sure is not inconsistent with the Act or Regulation
within the meaning of § 226.6(b). It is similarly
permissible to substitute “‘these Acts’ for the
words “‘the Act’” where it appears in the statement
required by § 226.7(a)(9).

BanNk HOLDING CoMPANY AND BANK M ERGER ORDERS ISSUED BY THE BOARD OF GOVERNORS

Orders Under Section 3
of Bank Holding Company Act

Capital First Corporation,
Philadelphia, Pennsylvania

Order Denying
Formation of Bank Holding Company

Capital First Corporation (formerly Capital
Equipment Leasing Corporation). Philadelphia,
Pennsylvania, has applied for the Board’s approval
under § 3(a)(1) of the Bank Holding Company Act
(12 U.S.C. 1842(a)(1)) to remain a bank holding
company through the indirect retention of 64 per
cent of the voting shares of State National Bank
of Maryland, Rockville, Maryland (‘‘Bank’’),

through the retention of approximately 67 per cent
of the voting shares of Eastern Bancorporation,
Philadelphia, Pennsylvania (*‘Eastern’), a rcgis-
tered bank holding company presently owning 64
per cent of the voting shares of Bank.

Applicant has also applied, pursuant to § 4(c)(&)
of the Act (12 U.S.C. 1843(c)(8)) and 225.4(b)(2)
of the Board’s Regulation Y, for permission to
continue to engage in the activities of general
equipment leasing on a full pay-out basis. Such
activities have been determined by the Board to
be closely related to banking (12 CFR 2254
(a)(6)(a)), subject to the Board’s approval of indi-
vidual applications.

Notice of receipt of the applications, affording
opportunity for interested persons to submit com-
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ments and views, has been given in accordance
with §§ 3 und 4 of the Act. The time for filing
comments and views has expired, and the Board
has considered the applications and all comments
received in the light of the factors set forth in §
3(¢) of the Act (12 U.S.C. 1842(¢)) and the
considerations specified in § 4(¢)(8) of the Act (12
U.S.C. 1843(c)(8)).

Applicant, along with another afliliated cor-
poration (Aircraft Acceptance). is located on the
middle tier of a five-tiered network of afliliated
corporations in which all the corporations with the
exception of Applicant and Bank (which is located
at the bottom of the structure) are registered bank
holding companies. As part of an internal reor-
ganization among the affiliated corporations, Ap-
plicant became a bank holding company without
the prior approval of the Board, as required by
section 3 of the Act, when Applicant received S0
per cent of the outstanding shares of Eastern {rom
State Bancshares, its parent, in exchange for a
cancellation of an indebtedness.  Subsequently,
Eastern issucd additional shares to Applicant in
return for cash and the forgiveness of indebt-
cdness. The present application is for the Board's
permission to remain as a bank holding company.
While Applicant became a bank holding company
without the Board’s prior approval, the Board has
nonctheless considered the present  application
and, cven absent the fact that the transaction was
in violation of the Act, is of the view that other
facts of record indicate that the application to
remain a bank holding company should be denied.

As noted above. Applicant is a bank holding
company by virtue of its indirect interest in Bank !
Bank, with deposits of about $44.9 million.* con-
trols less than one per cent of the total deposits
in commercial banks in the relevant banking mar-
ket,? and is one of the smaller banks in the market.
Since Applicant has no other banking interest and
the transaction whereby Applicant became a bank
holding company did not alter the position of Bank
in the market, it appears that Applicant’s retention

n addition to its indirect interest in Bank, Applicant has
heen engaged in general equipment lease financing domest-
cally since 1967 and through a Brazilian subsidiary since 1972,
An application for the retention of this Brazilian subsidiary
has been denied by the Board, ellective February 11, 1976,

2All banking data are as of June 30, 1975,

*The relevant banking market is approximated by the Wash-
ington, D.C. SMSA (Standard Metropolitan Statistical Arca).

of its indirect interest would have no adverse effect
on competition and, thercfore, competitive con-
siderations are consistent with approval of the
application to remain a bank holding company.

Under the Bank Holding Company Act, the
Board is required to consider the financial and
managerial resources and {uture prospects of the
applicant and the bank to be acquired, and in the
exercise of that responsibility the Board has indi-
cated on several occasions that an applicant should
be a source of financial strength for its subsidiary
bank(s). On the basis of the facts of record on
this application, the Board is unable to conclude
that Applicant possesses the necessary financial
and managerial resources to warrant approval of
the application to remain a bank holding company.

Even though Applicant became a bank holding
company as a result of a transfer from an afliliated
corporation, the Board believes that Applicant
must satisfy the standards normally applied in
one-bank holding company formations. In the
Board’s view, Applicant is unable to satisfy such
standards. Although Bank reported profits for 1974
and 1975, Applicant incurred significant losses
from its total operations during 1974 and indica-
tions are that there will be no significant change
in 1975. Although Bank is in generally satisfactory
condition. it is clear that, in view of its present
financial condition, Applicant is not in a position
to render any meaningful assistance to Bank if the
need should arise. Accordingly. on the basis of
the foregoing and other facts of record, the Board
is of the view that considerations relating 1o the
financial and managerial resources are sufficient to
warrant denial of the subject proposal.

With respect to other considerations reflected
in the record, there is no indication that the transfer
of the indirect interest in Bank to Applicant re-
sulted in any significant changes in Bank opera-
tions or services. Accordingly, considerations re-
lating to the convenience and needs of the com-
munity to be served do not outweigh the adverse
factors specified hercinabove.

On the basis of all the circumstances concerning
this application, the Board concludes that the fi-
nancial considerations involved in the proposal
present adverse factors bearing on the tinancial
condition and prospects of Applicant. Such ad-
verse factors are not outweighed by any procom-
petitive eflects or by benefits which would result
in serving the convenience and needs of the com-
munity. Accordingly, it is the Board’s judgment
that approval of the application would not be in
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the public interest and that application for approval
to remain a bank holding company should be, and
hereby is, denied.*

Applicant is directed to take appropriate meas-
ures to effect a prompt divestiture of its indirect
control of Bank and is hereby granted thirty days
from the date of this Order to effect said divesti-
ture, unless such period is extended for good cause
by the Board or by the Federal Reserve Bank of
Richmond pursuant to authority hereby delegated.

By order of the Board of Governors, eflective
February 11, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Bucher, Holland, Wallich, Coldwell, and
Jackson. Absent and not voting: Chairman Burns.

Board action was taken while Governor Bucher was
a Board member.

Board action was taken before Governor Partee be-
came a Board member.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

41In view of the Board’s action with respect to the application
to remain a bank holding company, consideration of the §
4(cK8) application to retain the leasing activities becomes
moot.

Mountain Financial Services, Inc.,
Denver, Colorado

Order Approving
Formation of Bank Holding Company
and Engaging in Insurance Agency Activities

Mountain Financial Services, Inc., Denver,
Colorado, has applied for the Board’s approval
under § 3(a)(1) of the Bank Holding Company Act
(12 U.S.C. § 1842(a)(1)) to become a bank hold-
ing company through acquisition of 100 per cent
of the voting shares (less directors’ qualifying
shares) of Northwest State Bank, Arvada, Colo-
rado (**Bank’’). The factors that are considered
in acting on this application are set forth in § 3(c)
of the Act (12 U.S.C. 1842(c)). At the same time,
Applicant has applied, pursuant to § 4(c)(8) of the
Bank Holding Company Act (12 U.S.C. §
1843(c)(8)) and § 225.4(b)(2) of the Board’s Reg-
ulation Y, for permission to act as agent or broker
with respect to the sale of credit life, and credit
accident and health insurance directly related to
extensions of credit by Bank. Such activities have
been determined by the Board in §
225.4(a)(9)(ii)(a) of Regulation Y as permissible

for bank holding companies, subject to Board
approval of individual proposals in accordance
with the procedures of § 225.4(b).

Notice of the applications, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with §§ 3
and 4 of the Act (40 Federal Register 18047). The
time for filing comments and vicws has expired,
and the Board has considered the applications and
all comments reccived in light of the factors sct
forth in § 3(c) of the Act (12 U.S.C. § 1842(c)),
and the considerations specified in § 4(c)(8) of the
Act (12 U.S.C. § 1843(c)(8)).

Applicant is a nonoperating corporation formed
for the cxpress purposes of becoming a bank
holding company through the acquisition of Bank,
and engaging in the sale of credit life and credit
accident and health insurance. The proposed
transaction involves the transfer of control of Bank
from individuals to a corporation owned by the
same individuals. Upon acquisition of Bank, Ap-
plicant would control 0.05 per cent of the total
deposits in commercial banks in Colorado.

Bank holds deposits of $3.4 million,’ repre-
senting 0.08 per cent of the total deposits in the
Denver banking market,? and ranks as the 68th
largest of 70 commercial banks operating therein.
Certain principal shareholders of Applicant are
also principal shareholders of three other banks,
one of which is presently located within the
Denver market and one of which will be located
within the Denver market when it opens for busi-
ness. However, since the subject proposal is
essentially a reorganization of Bank’s present
ownership with no immediate change in Bank’s
operations, and in view of the relative size of Bank
and number of banking alternatives available, it
appears that consummation of the proposal would
not climinate any significant existing or potential
competition, increase the concentration of banking
resources, or have any adverse eftects on any other
banks in any relevant area. Therefore, the com-
petitive considerations are consistent with approval
of the application.

On August 19, 1974, a previous application by
Applicant to acquire Bank was denied because the
Board was unable to conclude that the projected

'All banking data are as of December 31, 1974,

2The Denver banking market, the relevant geographic mar-
ket for purposes of analyzing the competitive effects of the
proposed transaction, is approximated by all of Denver,
Adams, Arapahoe, and Jefferson Countics and a small portion
of Boulder County, all in Colorado.
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carnings of Bank, which had only recently opened
for business and had not yet achieved a record
of profitability, were reasonable and, even if real-
ized, the projected carnings did not, in the Board’s
view, provide Applicant with the necessary finan-
cial flexibility to meet its debt servicing require-
ments as well as any unexpected problems that
might arisc at Bank. The future prospects for
Applicant are still primarily dependent upon the
profitable operations of Bank. However, in the
subject proposal, Applicant has reduced  the
amount of debt it will assume as part of the
transaction and increased its equity to debt ratio
from what it had previously proposed. Applicant
also proposes to augment its carnings by commis-
sions from the sale of credit-related insurance to
customers of Bank. In addition, after more than
20 months of operation, Bank has established a
record of profitability. In view of these facts, the
Board concludes that the projected camings for
Bank appear rcasonable and should provide Ap-
plicant with the nccessary financial (lexibility o
meet its annual debt servicing requirements as well
as any unexpected problems that may arise at
Bank. Morcover, Applicant has committed to
maintain - Bank’s capital at  adequate  levels
throughout the debt retirement period, and not to
pay dividends, on cither preferred or common
stock, unless and until the projected debt servicing
requirements have first been satistied.  Further-
more, the managerial resources of Applicant and
Bank are considered satisfactory and the future
prospects for cach appear l[avorable. Thus, the
considerations relating to the banking factors are
consistent with approval of the application.

Although consummation of the proposal to ac-
quire Bank would eflect no changes in the services
offered by Bank, the considerations relating to the
convenience and needs of the community to be
served are consistent with approval of the applica-
tion. Therefore, the Board concludes that the pro-
posed acquisition of Bank would be in the public
interest and that the application should be ap-
proved.

Also incident to the reorganization of Bank’s
ownership, Applicant proposes to act as an agent
or broker with respect to the sale of credit life
and credit accident and health insurance directly
related to extensions of credit by Bank. At present,
Bank engages in this activity. Thus, it docs not
appear that engaging in this activity by Applicant
would have any significant effeet on existing or
future competition. On the other hand, approval

of the application would assure customers of Bank
of a convenient source of such insurance services.
FFurthermore, there is no evidence in the record
indicating that consummation of the proposal
would result in any undue concentration of re-
sources, unfair competition, conflicts of interests,
unsound banking practices or other adverse cliects
on the public interest.

Based on the foregoing and other considerations
retlected in the record. the Board has determined
that the considerations affecting the competitive
factors under § 3(c¢) of the Act and the balance
of the public interest factors the Board must con-
sider under § 4(¢)(8) of the Act both favor approval
of Applicant’s proposals.

Accordingly, the applications are approved for
the reasons summarized above. The acquisition of
Bank shall not be made before the thirtieth calen-
dar day following the effective date of this Order;
and neither the acquisition of Bank nor com-
mencement of insurance agency activitics shall be
made later than three months after the effective
date of this Order, unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Kansas City pursuant to delegated
authority. The determination as to Applicant’s
insurance activitics is subject to the conditions set
forth in section 225.4(¢) of Regulation Y and to
the Board's authority to require reports by, and
make c¢xaminations of, holding companics and
their subsidiaries and to require such modification
or termination of the activitics of a bank holding
company or any of its subsidiaries as the Board
finds nceessary 1o assure compliance with the
provisions and purposcs 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
February 5, 1976.

Voting for this action: Chairman Burns and Gover-
nors Mitchell, Holland, Wallich, Jackson, and Partee.
Absent and not voting: Governor Coldwell.

(Signed) THroDORE F. ALLISON,

[sEAL | Secretary of the Board.

American Security Corporation,
/ashington, D.C.

Order Approving Acquisition of Bank

American Sccurity Corporation, Washington,
D.C. (*"ASC’’), a bank holding company within
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the meaning of the Bank Holding Company Act,
has applied for approval of the Board of Governors
of the Federal Reserve System under scction
3(a)(3) of the Act (12 U.S.C. 1842(a)(3)), to
acquire 100 per cent of the voting shares (less
directors’ qualifying shares) of the successor by
merger to American Sccurity and Trust Company,
Washington, D.C. ("*AS&T’’). The bank into
which AS&T is to be merged has no significance
except as a means to facilitate the acquisition by
ASC of the voting shares of AS&T, and the
proposed acquisition of shares of the successor
organization is treated hercin as the proposed ac-
quisition of the shares of AS&T. ASC and AS&T,
however, have identical sharcholders, and the
charter of ASC provides that ASC shares may only
be transferred with an equal number of shares of
AS&T.! In light of this *‘stapled stock” arrange-
ment, this application represents, in effect, a reor-
ganization of an existing corporate relationship
rather than an acquisition of an unaffiliated entity.

Notice of this application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Bank Holding Company Act. The time for
filing comments and views with respect to this
application has expired. The Board has considered
all timely reports and comments, including those
filed September 22 and November 19, 1975, by
the Public Interest Research Group and the District
of Columbia Public Interest Research Group
(hereafter referred to collectively as *‘PIRG’), in
light of the factors set forth in the Act.?

ASC, in addition to its stapled stock affiliation
with AS&T, presently owns 96.5 per cent of the
voting stock of one bank, Fairfax County National
Bank, Falls Church, Virginia ("'FCNB’’"). Pursu-
ant to a Board order of November 12, 1974 (1974
Federal Reserve BuLLeTIN 875), ASC has agreed
to reduce its ownership of the voting stock of
FCNB to less than 25 per cent by November 1976,
and ASC’s present control of FCNB is not a factor
relevant to this application.

ASC was organized by AS&T in 1957 to take
over ownership of AS&T’s premiscs and to hold

'This *‘stapled stock™ arrangement is discussed more fully
in the Board’s order involving American Security of November
12, 1974 (1974 Federal Reserve Butl kTIN 875).

ZThe untimely comments of the Adams Morgan Organi-
zation, a nonprofit neighborhood association in the District of
Columbia, were considered as well.

certain of AS&T’s nonbanking assets, and it con-
tinues to engage dircctly or through a subsidiary
in certain nonbanking activitics. ASC has an in-
terest in real estate development companics, owns
real cstaic under long-term lease to AS&T,
operates a travel agency, acts as agent for the sale
of various types of insurance and originates, pro-
cesses and services real cstatec mortgages and con-
struction loans. Certain of these activities have not
been determined by the Board to be closely related
to banking, and therefore are not permissible ac-
tivities for bank holding companies under § 4(¢)(8)
of the Act. However, ASC claims the right to
continue to engage in all of its nonbanking activi-
ties permanently pursuant to the ‘‘grandfather’”
provisions of § 4(a)(2) of the Act. This claim is
presently under consideration by the Board.
AS&T, with deposits of $879.8 million,? ranks
as the second largest bank in the District of Co-
lumbia and the third largest banking organization
in the relevant market* and holds approximately
25 per cent of total commercial bank deposits in
the District and 11 per cent of such deposits in
the market. AS&T operates its 31 offices in the
District of Columbia but serves depositors and
borrowers from throughout the Washington, D.C.
SMSA. Inasmuch as Applicant is committed to
reduce its ownership of the voting stock of FCNB
below 25 per cent and inasmuch as ASC is secking
merely to restructure an existing control relation-
ship, the technical acquisition of AS&T will have
no adverse effect upon existing or potential com-
petition in the relevant market. Accordingly, the
Board concludes that competitive considerations
are consistent with approval of the application.
The financial condition, managerial resources
and future prospects of AS&T are regarded as
satisfactory. In fact, this reorganization of ASC
and AS&T into a more traditional parent-subsidi-
ary holding company system will be likely to
increase the cflicicncy of the system’s organi-
zational structure and will permit greater flexibility
in adding equity capital to ASC and AS&T. Con-
siderations of managerial cfficicncy as well as
AS&T’s strong financial condition and future

*All banking data are as of June 30, 1975, unless otherwise
indicated.

*The market is approximated by the Washington, D.C.
SMSA including Charles, Montgomery and Prince Georges
County, Maryland and Arlington, Fairfax, Loudoun and Prince
William Counties, Virginia as well as the District of Columbia.
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prospects lend weight toward approval of this
application.

The Board has received comments in opposition
to the proposal that relate to the managerial re-
sources of the organization and the convenience
and needs of the community to be served. PIRG
has urged the Board to deny the application be-
cause it contends AS&T has engaged in discrim-
inatory lending and cmployment practices and has
failed to serve certain portions of the community.
The Adams Morgan Organization (“*"AMO™), a
neighborhood association in the District of Co-
lumbia, has urged approval of the application
conditioned upon AS&T undertaking an affirma-
tive lending program for minority District neigh-
borhoods. AMO relies upon the data submitted by
PIRG to support its recommendation.

PIRG makes two basic allegations to demon-
stratc that AS&T is failing to serve the needs of
segments of the D.C. community, particularly the
black community. First, PIRG alleges that
AS&T’s employment practices are deficient be-
cause AS&T has failed to place a suflicient number
of minority persons in managerial or professional
positions. Second, PIRG alleges that AS&T has
failed to serve the credit needs of certain segments
of the community becausc it engages in discrim-
inatory residential mortgage lending practices and
because it fails to make FHA/VA insured mort-
gage loans and small business loans guaranteed
by the Small Business Administration.

With respect to its charges ol employment dis-
crimination on the part of AS&T, PIRG states that:
(1) AS&T is & major employer in the District of
Columbia, employing 1278 persons; (2) although
61 per cent of AS&T’s clerical employees are
black, only 14,1 per cent of its officials and man-
agers and 14.7 per cent of its professionals are
black; (3) the population of District of Columbia
is 70 per cent black; (4) from 1972 to 1975 AS&T
created 174 positions for officers and managers,
but the number of black officers increased by only
45 persons—slightly more than 25 per cent of
those added, (5) only 14 of the 80 professionals
added to AS&T’s stall during this same period
were black—about 17 per cent,

In response ASC has submitted a letter from
the Department of the Treasury indicating that it
has reviewed AS&T’s Affirmative Action Program
and has found that its program complied with
Executive Order 11246 and the rules issued by
the Secretary of Labor. ASC also urges that the

cntire question of its employment practices is
irrclevant to this application.

Discrimination in employment on the basis of
race is clearly unlawful. However, the Board has
a scrious (uestion about the relevance of charges
of employment discrimination in application pro-
ceedings arising under the Bank Holding Company
Act. While there is unquestionably a strong public
interest in this issue, at least one court has indi-
cated that there are limits to the Board’s ability
to take into account, under the managerial and
convenience and needs standards of the Bank
Holding Company Act, public interest consid-
crations that go beyond the direct regulatory con-
cerns of the Board under the Act. See Western
Bancshares, Inc. v. Board of Governors, 480 F.
2d 749 (10th Cir. 1973). As to the question of
cmployment discrimination raised by PIRG, scv-
cral governmental agencics including the Depart-
ment of the Treasury, AS&T’s own primary
supervisory agency—the Comptroller of the Cur-
rency---and the District of Columbia Office of
Human Rights have primary enforcement respon-
sibility. Particularly under these circumstances,
the Board questions whether Congress intended to
include such considerations within the scope of
the Bank Holding Company Act.

Even if the issue of employment discrimination
were deemed relevant, however, the Board does
not believe that PIRG has presented evidence of
discriminatory employment practices that would
merit an adverse finding by the Board on the
managerial and convenience and needs factors in
the present application. Over 40 per cent of
AS&T’s employees are black while only 25 per
cent of the population of the Washington, D.C.
SMSA is black. AS&T, by PIRG's own figures,
has increased the proportion of its black officers
and managers from less than one per cent to more
than fourteen per cent in the past three years. The
percentage of black professional employees has
also increased 2.5 per cent to almost 15 per cent
in the same time period. Moreover, the Depart-
ment of the Treasury has determined that AS&T’s
ongoing Aflirmative Action Program meets all
relevant standards. Thus, cven if the Board con-
sidered PIRG’s charge to be germane in this case,
the figures submitted by PIRG do not support an
adverse finding on the convenience and needs or
managerial factors as they relate to ASC’s appli-
cation.

In support of its sccond allegation, that AS&T
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has failed to mect the needs of certain segments
of the community due to discriminatory lending
practices, PIRG states:

(1) From 1973 through 1975 AS&T originated
the majority (69.5 per cent, $4.2 million in 1973,
94 per cent, $1.7 million from June to December,
1974 and 91.4 per cent, $2.4 million in the first
9 months of 1975) of its first mortgage residential
property purchase money loans in threc predomi-
nantly white neighborhoods of the District with
approximately 17 per cent of the District’s popu-
lation. During the same period, AS&T originated
a small portion of such loans (30.5 per cent, $1.86
million in 1973, 6 per cent, $.12 million from
June to December 1, 1974, and 9 per cent, $.23
million in the first nine months of 1975) in 16
mixed or predominantly black ncighborhoods of
the District that contain approximately 83 per cent
of the District’s population. At lcast 7 of these
neighborhoads received no residential property
purchase money loans each year.

(2) In 1973 and in 1975 AS&T made no resi-
dential mortgage loans under th¢ FHA or VA
programs of insurance and guarantee although the
majority of FHA insured residential mortgage
loans made in the District arc made to black
persons (85 per cent of such loans in 1974).

(3) In fiscal year 1974 AS&T originated loans
of only $25,000 under the loan guarantee program
of the Small Business Administration, while 28
of the 34 participating banks in the relevant market
originated more. Approximately 70 per cent of the
black-owned businesses in the District and ap-
proximatcly 30 per cent of the whitc-owned busi-
nesses arc small businesses.

PIRG contends that such factors must be con-
sidered relevant to the application since the Board
must consider the convenience and needs of the
community in acting upon any application.

In response, ASC states that the proposal before
the Board is merely an internal reorganization of
an existing bank holding company structure that
will not result in any change of ownership or
management or any cxpansion of offices or activi-
ties. ASC argues that this proposal will have no
effect upon the employment or lending policies of
the bank and no impact upon the convenicnce and
needs of the community. For these reasons, ASC
claims that PIRG’s assertions are irrelevant to the
application.

With respect to PIRG’s substantive allegations,
ASC claims that PIRG has failed to establish
discrimination because there is no cvidence that

AS&T’s lending practices have been motivated by
consideration of race. ASC cites a 1974 study by
the Federal Home Loan Bank Board as demon-
strating that it made a substantial number of loans
to black persons, and it dismisscs PIRG’s claim
that it does not participate in the FHA/VA and
SBA programs as not showing discrimination.

The underlying issucs raised by PIRG’s conten-
tions are: (1) whether AS&T’s failure to provide
mortgage loans for purchase of residential property
in certain geographic areas of the District of Co-
lumbia, and its failurc to make loans under the
Federal FHA, VA and SBA programs, if proven,
establish that AS&T has not been meeting the
convenience and needs of the community, and if
50, (2) whether such facts are entitled 1o significant
weight in the Board’s consideration of the con-
venience and nceds factors related to this applica-
tion. The Board is, of course, required by § 3(c)
of the Act to take into consideration the conven-
ience and needs of the community to be served
in acting upon applications by companies to ac-
quire banks, but there are other factors that must
be considered as well, and, depending upon the
naturc of the application, certain of these factors
may be accorded greater weight than others.

In evaluating PIRG’s charges relating to the
convenience and needs, the Board believes it is
important to view them in the broad perspective
of the range of services offered by a large com-
mercial bank such as AS&T. PIRG’s charges
relate to the areas of 1-4 family residential mort-
gage loans and small business loans, two of more
than fifteen types of loans listed in the Annual
Reports of Condition of AS&T. The Board em-
phasizes again the point made in its order on the
application of Marine Midland Banks® that ‘‘bank
managements should and do have a range of dis-
cretion as to the types of loans they will make
and the degree of risk they will assume.’” AS&T
may reasonably choose to minimize or to empha-
size a particular type of lending, and it would not
be appropriate to assess AS&T’s performance in
satisfying the convenience and needs of the com-
munity by focusing on only two of the many
services it offers.

Moreover, commercial banks have not tradi-
tionally been primary lenders in the residential
mortgage market. In the District as of June 1974,

71975 Federal Reserve BuLienin 890,
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savings and loan institutions had residential mort-
gage loan portfolios nearly six times greater in
dollar value than the residential mortgage loan
portfolios of commercial banks. AS&T’s sharc of
the residential mortgage originations in the District
of Columbia in 1973, at a time when mortgage
lending was at an all time high nationally.,® was
approximately 5.8 per cent, with 93 originations
totaling $6.08 miillion. Thus, cven in a year when
AS&T’s involvement in the residential mortgage
market would be expected to be most significant,
the rolc of AS&T was not major.

AS&T’s actual originations declined substan-
tially to 86 loans, totaling $4.5 million, in the
15-month period from June 1974 to September
1975. In the first 9 months of 1975, a period of
easing credit when mortgage lending nationally
rose more steeply than ever before, AS&T origi-
nated only 53 residential mortgage loans with a
volume of $2.7 million. Since AS&T has about
$880 million in deposits and over a billion dollars
in total assets these figures on residential mortgage
lending reveal that such lending is a very small
part of AS&T’s banking scrvices.

Al year-end 1974 AS&T held 5.8 per cent of
its total assets in uninsured loans secured by -4
family residential properties. Since such loans arc
long-term, each yecar’s originations are a fraction
of a per cent of total assets. For example, it was
approximately 0.6 of one per cent in 1973, In
contrast, 11.4 per cent of AS&T's total assets are
in short-term loans to individuals for personal
needs. The dollar volume of such originations each
year would be seven or cight times greater than
for residential mortgage loans.

Unless it were to be argued that AS&T has an
obligation to increase its total residential mortgage
lending, PIRG’s protest may be viewed as a claim
that of its toal of 93 residential mortgage loans
in 1973 AS&T should have made an average of
5 loans in each of the 19 ncighborhoods of the
District, and 4.5 loans (of its total of 86) in those
neighborhoods between June 1974 and September
1975, and that some of those loans should have
been FHA/VA loans. This strict allocation of
credit would ignore such relevanr factors as the
reality that many such residential mortgage loans,
particularly in times of tight credit, would not be

SNet mortgage lending from private lenders reached almost
$55 biltion in 1973, but declined rapidly to less than $20 billion
by year-end 1974,

made by a commercial bank at all except as an
accommodation to good customers or 1o assist
large corporate depositors with a need for mort-
gage credit to assure a transfer of personnel.” The
Board cannot base a conclusion that AS&T is
guilty of a significant failure to serve the banking
needs of the community merely on the fact that
AS&T may not have allocated its minimal number
of residential mortgage loans pro rata throughout
the neighborhoods of the District of Columbia.

Nor is the Board persuaded that AS&T should
be compelled to allocate additional funds to this
type of lending. AS&T is a large commercial bank
that has chosen to serve the community by em-
phasizing certain of its banking functions over
residential mortgage lending. It provides other
services that primary mortgage lenders, such as
savings and loan associations and mortgage bank-
ing companies, and cven smaller commercial
banks, may not have the capability to provide. For
cxample, AS&T is an important sourcc of mort-
gage lending for purchase or construction of such
projects as apartments, offices, hotels, and factor-
ies. AS&T is the largest non-residential and unin-
surcd multifamily real estate lender in the District,
both in dollar volume and as a percentage of total
assets. As of year-end 1974, AS&T had $142.8
million in loans outstanding in thesc two cate-
gorics—approximately 26 per cent of its total loan
portfolio. No other commercial bank in the District
had more than $81 million, or 18 per cent of its
total loans, in these two arcas. Nothing in the Bank
Holding Company Act or any other applicable law
or regulation compels a conclusion that AS&T
must, in order to abtain approval of its proposed
internal reorganization, divert resources from arcas
in which it is one of the few important alternative
sources of credit 1o areas in which it has not been
a significant factor and in which there are many
alternative sources.

In addition, not all of AS&T’s efforts to meet
the residential mortgage needs of the community
arc in the form of direct lending. As of year-end
1974, AS&T had ncarly $88 million in loans
outstanding to other financial institutions, includ-

TSome indication of this tactor ¢an be found in the size of
AS&T s loans. In 1974-75, AS&I's average residential mort-
gage loan was $52,000 and in 1973 the average was $65,000.
When the normal 20-25 per cent down payment is considered,
AS&T was tinancing the purchase of homes with an average
selling price of between $70.000 and $85,000.
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ing savings and loan associations, finance compa-
nies, and mortgage banking companies. As one
of the largest financial institutions in the Washing-
ton, D.C. SMSA, many of AS&T’s respon-
sibilitics are as a financial center for smaller insti-
tutions. AS&T assists the primary consumer and
residential mortgage lenders, and in this way en-
ables them to provide additional mortgage funds.

Finally, in view of the small number of loans
involved, a decision, for whatever reason, to make
one or two loans in a neighborhood greatly alters
the statistics. It is difficult to attach any signifi-
cance to a figure relating to a particular neighbor-
hood when the statistics must divide 33 loans made
in six months of 1974, or 53 loans made in the
first nine months of 1975, into 19 neighborhoods.

PIRG additionally relies upon statistics to dem-
onstrate that AS&T’s lending practices are inten-
tionally discriminatory on racial grounds. How-
cver, the Board finds that these statistics are
inconclusive and tend to support a number of
contradictory inferences. For example, PIRG’s
statistics are consistent with a finding that AS&T
receives a disproportionate number of its loan ap-
plications from neighborhoods where the predomi-
nant number of residents are whitc. Such a finding
would not be unreasonable in view of the fact that
over 60 per cent of AS&T's offices are in white
neighborhoods or in downtown areas of the Dis-
trict where the customers are likely to include large
numbers of commuters.

Alternatively, PIRG’s data would support the
infercnce that AS&T emphasizes other types of
lending and makes residential mortgage loans only
to accommodate cstablished customers and em-
ployces. Indeed, as our discussion above indicates,
the Board believes that this inference is more
compelling than the inference that AS&T has
intentionally discriminated in making residential
mortgage loans on the basis of race.

Furthermore, there are certain data presented
that are inconsistent with a theory of lending
discrimination. A study by the Federal Home Loan
Bank Board indicates that from June | to De-
cember [, 1974, AS&T approved a greater per-
centage (89.8) and a greater number (115) of
applications for mortgage and home improvement
loans from blacks than from whites (89.2 per cent,
100 loans). These loans were made in all areas
of the city, and more than 75 per cent were made
in neighborhoods that arc not predominantly
white. PIRGs own figures reveal that AS&T made
loans in all but three neighborhoods at some time

in the 27 months for which statistics have been
presented. In fact, AS&T made a greater percent-
age of the dollar volume of its originations in
certain neighborhoods where a majority of the
inhabitants were black than the neighborhood re-
ceived from all lenders.

PIRG’s data do not establish racial discrim-
ination and whatever the basis of AS&T’s limited
residential mortgage lending activity, the impact
is not sufficiently significant to reflect adversely
upon AS&T’s overall service to the community.
Accordingly, the Board cannot find that the factors
relating to the convenience and needs lend weight
to denial, but rather finds that they are consistent
with approval.

Even were the Board to have drawn some ad-
verse inferences, considerations relating to the
convenience and needs of the community are nec-
essarily of greater import in an application for
expansion of the activities of the holding company
where the Board must assess the service likely to
be offered to the new community. In this case ASC
and AS&T may continue to operate as they have
in the past even if the Board denies the application.
What is involved is a mere reorganization of the
structure of two companies that will not alter in
any way the present service to the existing market,
Therefore, the convenience and nceds factors carry
minimal weight.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be made (a) before the thir-
tieth calendar day following the effective date of
this Order or (b) later than three months after that
date, 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
February 19, 1976.

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

(Signed) THEODORE E. ALLISON,

|SEAL] Secretary of the Board.

*The motions of AMO and two other neighborhood associa-
tions, the Naylor Dupont Community Coalition and Southeast
Neighbors, that the Board approve this application only upon
imposition of certain conditions are hereby denied for the
reasons set forth in this Order.
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CleveTrust Corporation,
Cleveland, Ohio

Order Approving Acquisition of Bunks

CleveTrust Corporation, Cleveland, Ohio, a
bank holding company within the meaning of the
Bank Holding Company Act (**Act’”) has applied
for the Board’s approval under § 3(a)(3) of the
Act (12 U.S.C. § 1842(¢)) to acquire: (1) 99.8
per cent of the voting shares of The Pecoples-
Merchants Trust Company, Canton, Ohio
(**Pcoples Bank’"); (2) 98.7 per cent of the voling
shares of The Union Savings Bank and Trust
Company, Steubenville, Ohio (**Union Bank™);
and (3) 96.2 per cent of the voting shares of The
Scio Bank Company, Scio, Ohio (**Scio Bank™).

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

Applicant, the largest banking organization in
Ohio, controls five banks with aggregate deposits
of approximately $3.1 billion, representing 10.3
-per cent of the total deposits in commercial banks
in the State.' The three banks that Applicant pro-
poses to acquire are presently controlled by
Peoples BancShares, Inc., Canton, Ohio (**Banc-
Shares’’), the 26th largest banking organization in
the State, and are BancShares’ only subsidiaries.
Applicant proposes 1o acquire to above-stated per-
centages of the shares of the three banks from
BancShares. Applicant’s acquisition of these three
banks would increase its share of total State de-
posits by 0.6 per cent and would not significantly
increase the concentration of banking resources in
Ohio.

The three subject banks operate in three distinct
markets.? Peoples Bank holds deposits of $128.6
million, representing 13.9 per cent of total deposits
in commercial banks in the Canton banking mar-
ket, and ranks as the third largest of 13 banking
organizations operating therein. Union Bank holds

'All banking data are as of June 30, 1975, and reflect holding
company formations and acquisitions approved through Jan-
uary 31, 1976,

2Sce opposite column for footnote.

deposits of approximately $42.8 million, repre-
senting 10.2 per cent of total commercial bank
deposits in the Steubenville-Weirton banking mar-
ket, and ranks as the fourth largest of 16 banks
operating in that market. Scio Bank holds deposits
of approximately $10.2 million and is the only
bank operating in the Scio banking market. None
of Applicant’s banks are located in the markets
where the three banks are located. From the facts
of record, there is no indication that any meaning-
ful compeltition presently exists between any of
Applicant’s subsidiary banks and the three subject
banks; nor does it appear likely that any significant
competition would develop in the foresecable fu-
ture due to the distances involved and Ohio’s
branching laws.

Although consummation of the proposed acqui-
sitions would foreclose the possibility that cither
Applicant or BancShares would enter banking
markets served by the other, it appears that there
is little likelihood of significant competition de-
veloping between the two banking organizations
in the absence of the subject proposal. Moreover,
it does not appear from the facts of record that
BancShares has the necessary financial or mana-
gerial resources to expand geographically in the
foreseeable futurc. Although Applicant may
possess the capabilitics to enter the relevant mar-
kets de novo, these markets are not particularly
attractive for such entry. The Canton and Steu-
benville-Weirton markets have deposits per bank-
ing office ratios that are below the State average;
and the Scio market has population and deposits
per banking office ratios that are far below the
respective Stale averages.

In view of the foregoing, it is concluded that
consummation of the proposals would not have

“The relevant geographic markets for purposes of analyzing
the competitive cflects of the proposed acquisitions are de-
scribed by the following:

~The Canton banking market is approximated by all of Stark
County, cxcepting therefrom Lawrence Township and the
western half of Lake Township: Smith Township and the
western half of Lake Township; Smith Township in Mahoning
County; Lawrence and Sandy Townships in Tuscarawas
County; and Augusta, Brown, Hast and Rose Townships in
Carroll County, all in Ohio,

~The Steubenvilie-Weirton market is approximated by Jefler-
son County, Ohio, excepting therefrom Brush Creek, Ross,
Springficld, and Wayne Townships; and Clay and Butler
Townships in Hancock County, and Cross Creck Township
in Brooke County, all in West Virginia.

--=The Scio market is approximated by the village of Scio,
Ohio and surrounding untincorporated environs.
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significantly adverse eflects on existing or potential
compctition in any relevant arca and that competi-
tive considerations are consistent with approval of
the applications.

The financial and managerial resources of Ap-
plicant and its subsidiaries are considered satis-
factory, and the future prospects for cach appear
favorable. As subsidiaries of Applicant, these
same conclusions generally apply to Pcoples Bank,
Union Bank and Scio Bank. Thus, the banking
factors are consistent with approval of the appli-
cations. Affiliation with Applicant would provide
the three banks with access to Applicant’s financial
and managerial resources, and should permit the
banks to offer new and expanded scrvices to their
customers. Thus, the considerations relating to the
convenience and needs of the communities to be
served lend some weight toward approval of the
applications. It has been determined that the pro-
posed acquisitions would be in the public interest
and that the applications should be approved.

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

By order of the Secretary of the Board, acting
pursuant to delegated authority for the Board of
Governors, effective February 13, 1976.

(Signed) THEODORE E. ALLISON,

[sEAL] Secretary of the Board.

Federated Capital Corporation,
Houston, Texas

Order Denying Acquisition of Bank

Federated Capital Corporation, Houston, Texas,
a bank holding company within the meaning of
the Bank Holding Company Act, has applied for
the Board’s approval under § 3(a)(3) of the Act
(12U.S.C. 1842(a)(3)) to acquirc all of the voting
shares (less directors’ qualifying shares) of South
Park National Bank, San Antonio, Texas
(‘'Bank’"), a proposed new bank.

Notice of the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views

has expired, and the Board has considered the
application and all comments received in light of
the factors set forth in § 3(¢) of the Act (12 U.S.C.
1842(c)).

Applicant, the seventh largest bank holding
company in Texas, controls six banks with aggre-
gate deposits of $943 million, representing ap-
proximately 2.2 per cent of total deposits in com-
mercial banks in the State.! Since Bank is a
proposed new bank, its acquisition by Applicant
would neither immediately increase Applicant’s
share of deposits nor alter its rank in the State.

Bank would be located in the southern portion
of the city of San Antonio and would be compcting
in thc San Antonio banking market.?2 Applicant
presently has two banking subsidiaries in the rele-
vant market and ranks as the third largest banking
organization with 10.8 per cent of total commer-
cial bank deposits in the market. There are 41
banking organizations in the relevant market and
the two largest (each of which is a multibank
holding company) control approximately 26 and
16 per cent, respectively, of the total commercial
bank deposits in the market. Since Bank is a
proposed new bank, its acquisition by Applicant
would not eliminate any existing or potential
competition, nor would the concentration of bank-
ing resources be increased in any relevant area.
Accordingly, the Board concludes that competitive
considerations are consistent with approval of the
application.

With regard to convenience and needs consid-
erations, the establishment and acquisition of Bank
by Applicant could result in the increased avail-
ability of services for the residents of the area.
To this extent, considerations relating to the con-
venience and needs of the community to be served
are consistent with, and lend some weight toward,
approval of the application.

However, in acting on an application by a bank
holding company to expand its banking interests,
the Board is required by the Bank Holding Com-
pany Act to consider the financial and managerial
resources of the applicant holding company and
of its subsidiaries. In the exercise of that respon-

'All banking data are as of June 30, 1975, and reflect bank
holding company formations and acquisitions approved by the
Board through December 31, 1975,

*The San Antonio banking market is approximated by the
San Antonio SMSA, which includes Bexar, Comal, and
Guadalupe Counties.
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sibility with respect to the present proposal, the
Board finds that such considerations warrant denial
of the application.

In regard to financial and managerial consid-
crations, the Board notes that Applicant has expe-
ricnced some difficulties that have placed a strain
on its overall financial condition. Moreover, a
number of recent management changes have oc-
curred at Applicant and certain of its subsidiaries.
In view of such circumstances, the Board belicves
that it would be inappropriatc for Applicant to
expand its banking interests at this time through
the establishment of a new bank, since such action
would divert the resources of Applicant from its
existing operations at a time when thosc operations
are requiring Applicant’s full attention. Accord-
ingly, the Board is of the view that considerations
relating to financial and managerial resources lend
weight toward denial of the application, and as
adverse factors are not outweighed by any pro-
competitive effects or by benefits that would result
in serving the convenience and needs of the com-
munity, it is the Board’s judgment that approval
of the application would not be in the public
interest and that the application to acquire Bank
should be denied.

By order of the Board of Governors, cffective
February 3, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Holland, Wallich, Coldwell, Jackson, and
Partec. Absent and not voting: Chairman Burns.

(Signed) Grirkrra L. GARWOOD,

[SEAL] Assistant Secretary of the Board.

First Tennessee National Corporation,
Memphis, Tennessee

Order Approving Acquisition of Bank

First Tennessee National Corporation, Mem-
phis, Tennessee, a bank holding company within
the meaning of the Bank Holding Company Act,
has applied for the Board’s approval under §
3(a)(3) of the Act, 12 U.S.C. § 1842(a)?3), to
acquire the shares of First Tennessee National
Bank, Chattanooga, Tennessee (‘‘Bank’’), a de
novo bank which will acquire assets and assume
substantially all of the liabilities of Hamilton Na-
tional Bank, Chattanooga, Tennessee (‘‘Hamilton
Bank’’), total deposits of $461 million,! and

'Deposit data are as of June 30, 1975,

operate the present oftices of Hamilton Bank as
branches.

Notice has been given to the Comptroller of the
Currency in accordance with § 3(b) of the Act.
The Compitroller has recommended approval of the
application. In addition, the Board has solicited
and considered herein the views of the United
States Department of Justice. Public notice of the
application is not required by the Act, and in view
of the emergency situation set forth below, the
Board has not followed its normal practice of
affording interested partics the opportunity to sub-
mit comments and views. The Board has consid-
cred the application and all comments received in
light of the factors set forth in § 3(¢) of the Act
(12 U.S.C. § 1842(c)).

Applicant is the largest holding company in the
State with 12 subsidiary banks and total deposits
of $1,237.6 million. Bank has been formed to
acquire certain assets and liabilities of the Hamil-
ton National Bank, Chattanooga, Tenncssee,
which has been declared insolvent and placed in
receivership by the Comptroller of the Currency
on this date. In view of the insolvency of Hamilton
Bank, the Board finds that any adverse effects on
competition in any relevant banking market that
would result from consummation of the acquisition
are outweighed by the public interest consid-
erations relating to the acquisition. Considerations
relating to convenience and needs of the commu-
nities to be served lend very strong weight toward
approval as the proposal will protect all depositors
of Hamilton Bank and will insure the continued
provision of banking services and the preservation
of a competitor in that market.

The financial and managerial resources and fu-
ture prospects of Applicant and its subsidiaries arc
regarded as generally satifactory. In light of the
insolvency of Hamilton Bank and the financial
assistance being provided by the Federal Deposit
Insurance Corporation for Bank, financial and
managerial factors lend support to approval of
Bank’s acquisition. It is the Board’s judgment that
the proposed transaction would be in the public
interest and that the application should be ap-
proved.

Applicant received the Board’s approval to ac-
quire Pioneer Bank, Chattanooga, Tennessee. As
part of this transaction, however, Applicant has
negotiated a termination of that contract. Accord-
ingly, the Board’s Order of March 12, 1975,
approving Applicant’s acquisition of Pioneer is
hereby vacated.
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On the basis of the record, the application is
approved for the rcasons summarized above. The
transaction shall not be made (a) before the thir-
ticth calendar day following the cficctive date of
this Order or (b) later than three months after the
effective date of this Order, unless such period
is extended for good cause by the Board, or by
the Federal Reserve Bank of St. Louis pursuant
to delegated authority.

By order of the Board of Governors, eflective
February 16, 1976.

Voting tor this action: Chairman Burns and Gover-
nors Holland, Wallich, Coldwell, Jackson, and Partec.
Absent and not voting: Governor Gardner.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

Great Lakes Financial Corporation,
Grand Rapids, Michigan

Order Approving Acquisition of Bank

Great l.akes Financial Corporation, Grand
Rapids, Michigan, a bank holding company within
the meaning of the Bank Holding Company Act,
has applicd for the Board's approval under §
3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to
acquire all of the voting shares of First National
Bank and Trust Company, Pctoskey, Michigan
(**Bank’’).

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

Applicant, the twelfth largest banking organi-
zation in Michigan, controls two banks with ag-
gregate deposits of $422.8 million, representing
1.5 per cent of the total deposits in commercial
banks in the State.! Acquisition of Bank (deposits
of $51.1 million) would increasc Applicant’s shate
of commercial bank deposits in Michigan by .18
per cent and would have no appreciable effect upon
the concentration of banking resources in Michi-
gan.

!Banking data arc as Junce 30, 1975,

Bank, the largest of seven banking organizations
in the relevant market,? holds approximately 32
per cent of total market deposits. Applicant has
no banking office in the relevant market of Bank,
and the nearest office of any of Applicant’s sub-
sidiary banks to any office of Bank is approxi-
mately 175 miles away. No meaningful competi-
tion exists between any of Applicant’s subsidiary
banks and Bank, and it appears unlikely that such
competition would develop in the future in view
of the distances involved and Michigan’s restric-
tive branching law. Although Applicant could
cnter the market de novo or through the acquisition
of a smaller bank, it does not appecar that Appli-
cant’s acquisition of Bank would have adverse
effects on potential competition inasmuch as the
proposal would not foreclose the entry of other
holding companies into this market. Accordingly,
on the basis of the facts of record, the Board
concludes that competitive considerations arc con-
sistent with approval of the application.

Although Applicant will incur debt as a result
of this acquisition, it does not appear that the debt
servicing requirements over the 12-year amortiza-
tion period will strain the capital positions of
Applicant’s present and proposed subsidiary
banks. Moreover, Applicant’s board of directors
has adopted a resolution committing Applicant to
maintaining adequate capital levels in its subsidi-
ary banks, through retention of earnings or in the
alternative through equity offerings or through
dividend reductions if necessary. In view of the
projected earnings of Applicant and the aforemen-
tioned commitment, it is the Board’s view that
considerations relating to financial and managerial
resources are satisfactory and consistent with ap-
proval. It appears that the proposed affiliation of
Bank with Applicant is likely to result in an
expansion of the services presently offered by
Bank. Considerations relating to the convenience
and needs of the community to be served, there-
fore, lend some weight toward approval of the
application. It is the Board’s judgment that the
proposed acquisition would be in the public inter-
est and that the application should be approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be consummated (a) before
the thirtieth calendar day following the effective

*The relevant banking market is approximated by Emmet
and Charlevoix Counties.
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date of this Order or (b) later than three months
after the cffective date of this Order, unless such
period is extended for good cause by the Board,
or by the Federal Reserve Bank of Chicago pursu-
ant to delegated authority.

By order of the Board of Governors, cffective
February 27, 1976.

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

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

Metro Insurance Agency, Inc.,
Kansas City, Missouri

Order Approving Acquisition of Bank

Metro Insurance Agency, Inc.. Kansas City,
Missouri, a registercd bank holding company,' has
applied for the Board’s approval under § 3(a)(3)
of the Bank Holding Company Act (12 U.S.C.
§ 1842(a)3)) to acquire 25 per cent of the voting
shares of The Pleasant Hill Bank, Plcasant Hill,
Missouri (‘*‘Bank’’).

Notice of the application, aflording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired, and none has been timely received.
The Board has considered the application in light
of the factors set forth in § 3(¢) of the Act (12
U.S.C. § 1842(c)).

Applicant currently has an interest in one bank?
with total deposits of approximately $15.6 million,
representing approximately . 10 per cent of the total
deposits in commercial banks in the State of Mis-
souri and approximately .33 per cent of the total

'Applicant registered as a bank holding company in 1971
at the request of the Federal Reserve Bank of Kansas City,
apparently on the premise that the Company controlled Metro-
politan Bank, Kansas City, Missouri, by virtue of the fact that
it owned 24.9 per cent of Metropolitan’s stock and officers
and employees of Company owned additional shares. Although
a rebuttable presumption that Company controls Metropolitan
Bank exists under § 225.2(b) of the Board’s Regulation Y
(12 CFR 225), the Board has made no formal determination
that Applicant controls that bank.

2Applicant also engages in the following nonbanking activi-
ties: acting as an insurance agent with respect to insurance
for the holding company and with respect to credit life insur-
ance and credit accident insurance that is directly related to
an extension of credit. Applicant has agreed to file a § 4(¢)(8)
application to continue to engage in its nonbanking activities.

deposits in commercial banks in the relevant mar-
ket.® (All banking data are as of June 30, 1975.)
Acquisition of Bank (approximately $13.9 million
in deposits) would increase Applicant’s share of
deposits in Missouri only slightly and would not
lead to an undue concentration of banking re-
sources in the relevant market,

Bank, the 69th largest banking organization in
the relevant market, controls .30 per cent of the
total deposits in commercial banks in that market
and .09 per cent of the total deposits in commercial
banks in the State. A distance of some 25 miles
scparates Applicant’s subsidiary bank from Bank
and it appears that there is little significant compe-
tition between Bank and Applicant’s subsidiary
bank. In addition, the principal sharcholder of
Applicant is also the principal sharcholder and
chairman of the board of directors of Bank.
Therefore, on the basis of the record, the Board
concludes that consummation of the proposal
would not have significant adverse effects upon
existing or future competition in any relevant area;
accordingly, competitive considerations are con-
sistent with approval of the application.

The financial condition and managerial re-
sources of Applicant and Bank are considered
satisfactory and future prospects for both appear
favorable. Earnings prospects of Bank appear to
provide Applicant the necessary financial flexi-
bility to service the debt it will incur to acquire
shares of Bank and to maintain an adequate capital
position for Bank. Banking factors arc consistent
with approval of the application. Although there
will be no change in management, management
policies, or Bank’s services or facilities, it docs
not appear that the banking needs of the Plcasant
Hill community are going unserved. Consid-
erations relating to the convenience and nceds of
the community to be served are consistent with
approval of the application. Therefore, it is the
Board’s judgment that the proposed transaction
would be in the public interest and that the appli-
cation should be approved.

On the basis of the record, the application? is
approved for the reasons summarized above. The

FThe relevant market is the Kansas City Standard Metro-
politan Statistical Arca excluding all of Ray County and the
southern portion of Cass County.

TThe Board today has also approved a related application
by Peoples Credit Co., Kansas City, Missouri, to acquire
shares of Bank.
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transaction shall not be made (a) before the thir-
ticth calendar day following the effective date of
this Order or (b) later than thrce months after the
effective date of this Order, unless such period
is extended for good causc by the Board, or by
the Federal Reserve Bank of Kansas City pursuant
to delegated authority.

By order of the Board of Governors, cffective
February 19, 1976.

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

Board action was taken while Governor Mitchell was
a Board Member and before Governor Gardner became
a Board Member.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

Old Kent Financial Corporation,
Grand Rapids, Michigan

Order Approving Acquisition of Bank

01d Kent Financial Corporation, Grand Rapids,
Michigan (‘“Applicant’’), a bank holding company
within the meaning of the Bank Holding Company
Act, has applied for the Board’s approval under
§ 3(a)(3) of the Act (12 U.S.C. § 1842(a)3))
to acquire 100 per cent of the voting shares of
0ld Kent Bank of Kentwood, Kentwood, Michi-
gan (‘‘Bank’’), a proposed new bank. Bank is
being organized for the primary purpose of taking
over the business presently being carried on by
The Woodland Mall Branch of Old Kent Bank and
Trust Company (**Old Kent Bank’’), Grand
Rapids, Michigan. an existing subsidiary bank of
Applicant. Accordingly, the present proposal is
part of a plan whereby an existing branch of one
of Applicant’s subsidiaries would bc converted
into a full service bank.

Notice of the application, atfording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired, and the Board has considered the
application and all comments received, including
those submitted by Kentwood National Bank,
Kentwood, Michigan (*‘Protestant’”), and by the
Commissioner of the Financial Institutions Burcau
of the State of Michigan, in light of the factors
set forth in § 3(¢) of the Act (12 U.S.C. §
1842(c)).

Applicant, the sixth largest banking corporation
in Michigan, controls four banks' with aggregate
deposits of $901.9 million, representing approxi-
mately 3.1 per cent of total deposits held by
commercial banks in the State.? Inasmuch as Bank
will be assuming the business of an existing branch
of one of Applicant’s subsidiaries, the cstablish-
ment of Bank as a de novo banking subsidiary
of Applicant would neither immediately increase
Applicant’s share of deposits nor alter its rank in
Michigan.

The Woodland Mall Branch of Old Kent Bank
(deposits of $3.4 million) is presently located in
Kentwood, Michigan, a suburb of Grand Rapids
and, upon assuming the business of the branch,
Bank will be competing in the Grand Rapids
banking market.® Through thc¢ Old Kent Bank,
Applicant controls $807.3 million in deposits,
representing approximately 49 per cent of total
deposits held by commercial banks in that market,
and thereby ranks as the largest banking organi-
zation in the relevant banking market. The second
largest banking organization in the relevant bank-
ing market controls approximatcly 22.8 per cent
(as of June 30, 1974) of total market deposits and
is also the eleventh largest banking organization
in the State. In addition, the market’s third largest
banking organization controls approximately 20.3
per cent (as of Junc 30, 1974) of total market
deposits and is the second largest banking organi-
zation in the State. Thirteen other banking organi-
zations including the State’s first, fifth, and tenth
largest banking organizations, are also represented
in the relevant banking market.

Although Applicant has banking offices located
within the relevant banking market, its only pres-
cnce within the city of Kentwood proper is The
Woodland Mall Branch of Old Kent Bank. Several
other banking organizations also operate banking
offices within the city proper. Inasmuch as Appli-
cant is seeking to convert a branch of Old Kent

‘In addition, by Order dated October 2, 1975, the Board
approved the applications by Applicant, filed pursuant to §
3(a)(3) of the Act, to acquire 100 per cent of the voting shares
of Old Kent Bank of Grandville, Graadville, Michigan, aad
Old Kent Bank of Wyoming, Wyoming, Michigan, both pro-
posed new banks. {1975 Federal Reserve BurLcerin 813; 40
Federal Register 468360 (1975)].

ZAll banking clata are as of June 30, 1975, unless otherwise
indicated.

¥The relevant banking market is the Grand Rapids banking
market, which is approximated by the Grand Rapids RMA.
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Bank into a de novo subsidiary bank of Applicant
and the transaction is mercly a part of an internal
corporate reorganization, it appecars that consum-
mation of Applicant’s proposal would not have any
significant adverse effects upon existing or poten-
tial competition in the relevant market. Morcover,
on the basis of the facts of record, it appears that
consummation of this proposal would not signifi-
‘antly alter the structure of banking in the market
nor materially alter Applicant’s competitive posi-
tion therein.

In its analysis of this application, the Board has
also considered the objection received from a
protesting party.* Protestant, Kentwood National
Bank (deposits of $4.1 million) is the only unit
bank that is located within the corporate limits of
the city of Kentwood and, under Michigan law,
is the only bank with branching privileges that is
presently located in that city. Protestant is a small,
recently chartered independent bank that has been
operating for approximately two years and, al-
though it has recently received approval to estab-
lish a branch within Kentwood, that branch has
not yet been opened. Generally speaking, Protes-
tant claims that consummation of the transaction
would have adverse competitive effects in that it
would likely: (1) increase concentration in the
market; (2) adversely affect the possibility of
eventual deconcentration of the market; and (3)
adversely affect the competitive position of a
smaller recently opened bank.

With respect to the first and second contentions
of Protestant, the Board is unable to conclude from
the facts of record that consummation of this
proposal in and of itself would result in an increase
in the concentration of banking resources within
the Grand Rapids banking market or lessen the
likelihood that the market would become less
concentrated in the future. As noted above, the
subject proposal is essentially a corporate reor-

1The State of Michigan’s Department of Commerce, FFinan-
cial Institutions Burcau, issued approval on July 22, 1974,
for the organizatian of Bank as a de novo subsidiary of
Applicant. In a letter to the Bureaun dated July 29, 1974,
Protestant requested a reconsideration of that decision. Ac-
cordingly, a public hearing was held on October 16, 1974,
before the Burcau. in which hearing a transcript was made,
formal testimony was heard and exhibits were  presented.
Thercafter, on May 14, 1975, the Burcau issued an order
aflirming the approval of the previous de novo application.
In a letter to the Federal Reserve Bank of Chicago, dated
September 4, 1975, the Bureau, in response to that Bank’s
request for comments on the pending application, stated  that
it supported the subject application.

ganization in which an existing branch of Old Kent
Bank will be *‘spun off’” into a de novo subsidiary
of Applicant. Consummation of the proposal
would not have any cffect on the amount of de-
posits under the control of Applicant and, there-
fore, it would not alter the concentration level
within the market. Morcover, Bank will take over
the present office of (ld Kent Bank in Kentwood
and continue banking operations from that site.
Thus, this proposal would not result in the
preemption of a banking site. Furthcrmore, given
the prospects {or continued growth in and around
Kentwood, as well as the entire Grand Rapids
market, it does not appear that consummation of
Applicant’s proposal would raise significant bar-
riers to centry from organizations not presently
represented in Kentwood or in the Grand Rapids
market.

Turning to Protestant’s final contention, namely,
that consummation of the proposal would ad-
versely affect its competitive position, the record
indicates that the projected growth of the Kent-
wood area should be able to sustain the growth
and profitability of both Protestant and Bank. The
city of Kentwood, which is adjacent to the city
of Grand Rapids, has a population in excess of
27,000. The city is primarily residential but has
shown significant growth as a result of the expan-
sion of metropolitan Grand Rapids. In addition,
ample employment opportunities are being offered
by business and industry, both of which are as-
suming greater importance in the area. In view
of the economic prospects for the arca, as well
as Protestant’s overall sound financial condition,
it does not appear that Protestant would be placed
at a serious competitive disadvantage vis a vis
Bank as a result of this proposal.®

On the basis of the foregoing and the facts of
record, including the submissions of both Protes-
tant and the Commissioner of the Michigan Fi-
nancial Institutions Bureau, the Board concludes
that consummation of the proposed acquisition
would not have significantly adverse effects upon
existing competition nor would it foreclose the
development of future ‘competition and that com-
petitive considerations are consistent with approval
of the application.

SAs part of this proposal, Bank would become a State
member bank of the Federal Reserve System and any additional
branches that it may wish to open in the future could be
established only with prior Board approval.
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The financial and managerial resources and fu-
ture prospects of Applicant and its subsidiaries are
regarded as satisfactory. Bank’s future prospects
as a subsidiary of Applicant appear favorable.
Accordingly, considerations relating to the bank-
ing factors are consistent with approval of the
application. Although Bank will be serving its
customers as a relatively small banking subsidiary
of Applicant, rather than as a branch of Old Kent
Bank, it appears that considerations relating to the
convenience and needs of the community to be
served are also consistent with approval of the
application. It is the Board’s judgment that con-
summation of the proposed acquisition would be
consistent with the public interest and that the
application should be approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be made (a) before the thir-
tieth calendar day following the effective date of
this Order nor (b) later than three months after
that date, and (c) Old Kent Bank of Kentwood,
Kentwood, Michigan, shall be opened for business
not later than six months after the ctfective date
of this Order. Each of the periods described above
in (b) and (c) may be extended for good cause
by the Board, or by the Federal Reserve Bank of
Chicago pursuant to delegated authority.

By order of thc Board of Governors, effective
February 9, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Coldwell, Jackson, and Partee. Absent and
not voting: Chairman Burns and Governors Holland and
Wallich.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

Old Kent Bank of Kentwood,
Kentwood, Michigan

Order Approving

Application for Acquisition of
Assets of and Assumption of
Liability to Pay Deposits in Branch

Old Kent Bank of Kentwood, Kentwood,
Michigan (*‘Bank’’) a de novo State member bank
of the Federal Reserve System, has applied for
the Board’s approval, pursuant to the Bank Merger
Act (12 U.S.C. § 1828(c)), of the acquisition of
the assets of and the assumption of the liability
to pay deposits in The Woodland Mall Branch

(“*Branch’’) of Old Kent Bank and Trust Com-
pany, Grand Rapids, Michigan, a banking subsid-
iary of Old Kent Financial Corporation (‘‘Cor-
poration’’), also located in Grand Rapids, Michi-
gan. Upon consummation of the transaction,
Branch will become a subsidiary bank of Cor-
poration and acquire the name of Bank.

As required by the Act, notice of the proposed
merger, in form approved by the Board, has been
duly published, and the Board has requested re-
ports on the competitive factors from the Attorney
General, the Comptroller of the Currency, and the
Federal Deposit Insurance Corporation. The Board
also has considered the application in light of the
factors set forth in the Act.

On the basis of the facts in the record, the
application is approved for the reasons sum-
marized in the Board’s Order of this date relating
to the application of Corporation to acquire Bank,
provided that Bank’s acquisition of the asscts of
and assumption of the liability to pay deposits
made in Branch shall be made neither (a) before
the thirtieth calendar day following the date of this
Order, nor (b) later than thrce months after the
date of this Order, unless such period is extended
for good cause by the Board, or by the Federal
Reserve Bank of Chicago pursuant to delegated
authority.

By order of the Board of Governors, effective
February 9, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Coldwell, Jackson, and Partee. Absent and
not voting: Chairman Burns and Governors Holland and
Wallich.

(Signed) THEODORE E. ALLISON,

|SEAL] Secretary of the Board.

Peoples Credit Co.,
Kansas City, Missouri

Order Approving
Acquisition of Additional Shares of Bank

Peoples Credit Co., Kansas City, Missouri, a
registered bank holding company,' has applied for
the Board’s approval under § 3(a)(3) of the Bank
Holding Company Act (12 U.S.C. § 1842(a)(3))
to acquire an additional 19.7 per cent of the voting
shares of The Pleasant Hill Bank, Plcasant Hill,
Missouri (‘‘Bank’’).

'See opposite page for footnote.
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Notice of the application, affording opportunity
for interested persons to submit comments and
views, has been given in accordance with § 3(b)
of the Act. The time for filing comments and views
has expired. and none has been timely received.
The Board has considered the application in light
of factors sct forth in § 3(¢) of the Act (12 U.S.C.
§ 1842(c)).

Applicant currently has interests in six Missouri
banks.% These six banks together held, as of Sep-
tember 30, 1975, total deposits of approximately
$78.8 million representing approximately .5 per
cent of total deposits in commercial banks in the
State of Missourj. (Banking data arc as of June
30, 1975. unless otherwise specified.) Bank holds
total deposits of approximately $13.9 million,
representing .09 per cent of the total deposits in
commercial banks in the Statc and .30 per cent
of the total deposits in the relevant market,? and
is the 69th largest banking organization in the
relevant market.

Applicant currently owns 24.9 per cent of the
outstanding shares of Bank. Applicant proposes
to acquire an additional 19.7 per cent of Bank’s
shares for cash as part of a plan to reorganize the
holdings of the family of Applicant’s principal
sharcholder. Since the principal shareholder of
Applicant is also, as an individual, the principal
shareholder of Bank, and the proposed acquisition
by Applicant is part of a rcorganization of {amily
interests in a bank that Applicant alrcady controls,
consummation of the proposal would not have an
adverse effect on existing or potential competition,
would not increase concentration of banking re-

'Applicant registered as a bank holding company in 1971
at the request of the Federal Reserve Bank of Kansas City,
apparently on the premise that the Company controlled Metro-
politan Bank, Kansas City, Missouri, by virtue of the fact that
it owned 24.9 per cent of Metropolitan’s stock and officers
and employees of Company owned additional shares. Although
a rebuttable presumption that Company controls Metropolitan
Bank exists under § 225.2(b) of the Board’s Regulation Y
(12 CFER 225), the Board has made no formal determination
that Applicant controls that bank.

2Applicant also engages in the following nonbanking activi-
ties: making or acquiring for its own account or for the account
of others, loans and other extensions of credit and providing
bookkeeping or data  processing services for international
operations of the company and storing and processing other
banking, financial, or related cconomic data, including per-
forming payroll, accounts receivable, and billing services.
Applicant has agreed to file a § 4(¢)(8) application to continue
1o engage in its nonbanking activities.

¥The relevant market is the Kansas City SMSA excluding
all of Ray County and the southern portion of Cass County,

sources and would not have an adverse effect on
other banks in the arca. Thus, competitive consid-
crations are consistent with approval of the appli-
cation,

The financial condition and managerial re-
sources of Applicant and Bank are considered
satisfactory and future prospects for both appear
favorable. Banking factors are consistent with ap-
proval of the application. Although there will be
no change in management, management policies,
or Bank’s services and lacilities, it does not appear
that the needs of the Pleasant Hill community are
going unserved. Considerations relating to  the
convenience and needs of the community to be
served are consistent with approval of the applica-
tion. Therefore, it is the Board’s judgment that
the proposed transaction would be in the public
interest and that the application should be ap-
proved.

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

By order of the Board of Governors, eflective
February 19, 1976.

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

Board action was taken while Governor Mitchell was
a Board Member and before Governor Gardner became
a Board Member.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

"The Board today has also approved a related application
by Metro Insurance Agency, Inc., Kansas City, Missouri, o
acquire shares of Bank.

Republic of Texas Corporation,
Dallas, Texas

Order Approving Acquisition of Banks

Republic of Texas Corporation, Dallas, Texas,
a bank holding company within the meaning of
the Bank Holding Company Act, has applied for
the Board’s approval under § 3(a)(3) of the Act
(12 U.S.C. 1842(a)(3)) to acquire all of the voting



270  Federal Reserve Bulletin O March 1976

shares, less directors’ qualifying shares, of the
successors by merger to First National Bank of
Henderson, Henderson, Texas (‘‘Henderson
Bank’’), and First Bank in Groveton, Groveton,
Texas (‘*Groveton Bank’’). (Henderson Bank and
Groveton Bank are together referred to herein as
“‘Banks’’.) The banks into which Banks arc to be
merged have no significance except as a means
to facilitate the acquisition of the voting shares
of Banks. Accordingly the proposed acquisition
of shares of the successor organizations is treated
herein as the proposed acquisition of the shares
of Banks.

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

Applicant, the fourth largest banking organi-
zation in Texas, controls three subsidiary banks
with aggregate deposits of approximately $2.8
billion, representing approximatcly 6.5 per cent
of total deposits in commercial banks in the State.!
Applicant’s acquisition of Banks (combined de-
posits of $34.8 million) would increase Appli-
cant’s share of commercial bank deposits in Texas
by less than O.! per cent, and would not have
any appreciable effect upon the concentration of
banking resources in Texas.

Henderson Bank holds deposits of approxi-
mately $24.9 million, representing approximately
5.5 per cent of the total deposits in commercial
banks in the relevant market, and is ranked 10th
among 21 banking organizations operating
therein.? Applicant’s banking subsidiary closest to
Henderson Bank is located in a separate banking
market in Dallas, approximately 134 miles away,
and no meaningful competition presently exists
between any of Applicant’s subsidiary banks and
Henderson Bank. Moreover, there appears to be
little likelihood for the development in the future
of any significant amount of competition between
these institutions in view of the distances involved

'All banking data are as of June 30, 1975, and reflect holding
company formations and acquisitions approved through Jan-
uary 31, 1976.

¥The Longview banking market is the relevant banking
market and is approximated by Gregg, Harrison, and Rusk
Counties.

and Texas’ restrictive branching law. In addition,
the market appears relatively unattractive for de
novo entry since the relevant area is a sparsely
populated, rural area, which has been experiencing
a relatively low rate of growth. Accordingly, the
Board concludes that competitive considerations
are consistent with approval of the acquisition of
Henderson Bank.

Groveton Bank holds deposits of approximately
$9.9 million, representing approximately 54.7 per
cent of the total deposits in commercial banks in
the relevant market, and is the larger of the two
banking organizations operating therein.? Appli-
cant’s banking subsidiary closest to Groveton
Bank is located in a separate. banking market in
Houston, approximately 95 miles away, and no
meaningful competition presently exists between
any of Applicant’s subsidiary banks and Groveton
Bank. Nor docs it appear likely that gny significant
competition between thesc institutions would de-
velop in the future in view of the distances in-
volved and Texas’ restrictive branching law. In
addition, the market appears relatively unattractive
for de novo entry since the relevant area is a
sparsely populated, rural area, which has been
experiencing a relatively low rate of growth and
which has a population-to-banking office ratio
which is substantially below the State average.
Accordingly, the Board concludes that competitive
considerations are consistent with approval of the
acquisition of Groveton Bank.

The financial and managerial resources and fu-
turc prospects of Applicant, its subsidiary banks,
and Banks are regarded as generally satisfactory
and consistent with approval of the applications.
Affiliation with Applicant would enable Banks to
expand and improve the range of banking services
presently offered to their respective customers, and
to increase the availability of credit in both of the
respective  communities.  Accordingly, consid-
crations relating to the convenience and needs of
the communities to be served are consistent with
approval of the applications. It is the Board’s
judgment that the proposed acquisitions would be
in the public interest and that the applications
should be approved.

On the basis of the record, the applications are
approved for the reasons summarized above. The
transactions shall not be made (a) before the thir-

¥The relevant banking market is approximated by Trinity
County.
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ticth calendar day following the effective date of
this Order or (b) later than three months after the
cffective date of this Order, unless such period
is extended for good cause by the Board, or by
the Federal Reserve Bank of Dallas pursuant to
delegated authority.

By order of the Board of Governors, effective
February 20, 1976.

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

(Signed) THEODORE K. ALLISON,

[sEAL] Secretary of the Board.

Trans Texas Bancorporation, Inc.,
El Paso, Texas

Order Approving Acquisition of Bank

Trans Texas Bancorporation, Inc., El Paso,
Texas, a bank holding company within the mean-
ing of the Bank Holding Company Act, has ap-
plied for the Board’s approval under § 3(a)(3) of
the Act (12 U.S.C. 1842(a)(3)) to acquire 1(X) per
cent of the voting shares (less directors® qualifying
shares) of Chamizal National Bank, El Paso,
Texas, (‘‘Bank™), a proposed ncw bank.

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

Applicant, the fourteenth largest banking orga-
nization in the State, controls four banks with
aggregate deposits of $384 million, representing
less than 1 per cent of the total deposits of com-
mercial banks in the State.! Since the application
involves the acquisition of a proposed new bank,
consummation of the proposal would not immedi-
ately increase Applicant’s share of commercial
bank deposits in the Statc.

Bank is to be located in the city of El Paso
in the El Paso banking market.? Each of the four

ANl banking data are as of June 30, 1975, and reflect bank
holding company formations and acquisitions approved by the
Board through January 1, 1976.

2The El Paso banking market is approximated by the El Paso
SMSA.

subsidiary banks that Applicant presently controls
is located in the El Paso banking market. Two
of the subsidiarics closest 1o Bank are located
approximately three and five miles, respectively,
from the proposed site of Bank. Since the proposal
involves the establishment of a new bank, con-
summation of the subject acquisition would elimi-
nate no cxisting competition, and no immediate
increase in the concentration of banking resources
would result therefrom. Although Applicant is the
largest banking organization in the El Paso market
in terms of total deposits, it competes with three
other bank holding companies, including two of
the State’s largest banking organizations. More-
over, the El Paso arca has shown substantial
growth in recent years, ay cvidenced by the fact
that six of the market’s 19 banks opened during
the last three years. In view of the prospects for
the continued growth of the area, it appears that
Applicant’s proposed de novo expansion in this
market would not deter new entries by other orga-
nizations not presently in the market. Accordingly,
on the basis of the facts of record, the Board
concludes that consummation of the proposal
would not have any adverse effect on existing or
potential competition in any relevant area.

The financial and managerial resources and
prospects of Applicant and its subsidiary banks are
regarded as generally satisfactory. Bank, as a
proposed new bank, has no financial or operating
history; however, its prospects as a subsidiary of
Applicant appear favorable. Considerations relat-
ing to the banking factors are thus consistent with
approval of the application. Considerations relat-
ing to the convenience and needs of the community
to be served lend some weight toward approval
of the application. The addition of a new bank
in the rapidly growing Ll Paso area would provide
a convenient alternative source of banking to the
arca residents, It is the Board’s judgment that
consummation of the proposal would be in the
public interest and that the application should be
approved.

On the basis of the record, the application is
approved for the reasons summarized above. The
transaction shall not be made (a) before the thir-
tieth calendar day following the cffective date of
this Order, or (h) later than three months after the
effective date of this Order, and (¢) Chamizal
National Bank, El Paso, Texas, shall be opened
for business not later than six months after the
effective date of this Order. Each of the periods
described in (b) and (¢) may be extended for good
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cause by the Board, or by the Federal Reserve
Bank of Dallas pursuant to delegated authority.

By order of the Board of Governors, effective
February 2, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Holland, Wallich, and Partee. Absent and
not voting: Chairman Burns and Governors Coldwell
and Jackson.

(Signed) THEODORE E. ALLISON,

[SEAL] Secretary of the Board.

Orders Under Section 4
Of Bank Holding Company Act

Federated Capital Corporation,
Houston, Texas

Order Approving
Acquisition of Financial
Protection Insurance Company of Texas

Federated Capital Corporation, Houston, Texas,
a bank holding company within the meaning of
the Bank Holding Company Act, has applied for
the Board’s approval, under section 4(c)(8) of the
Act and section 225.4(b)(2) of the Board’s Regu-
lation Y, to engage de novo, through its currently
inactive wholly-owned subsidiary, Financial Pro-
tection Insurance Company of Texas, Houston,
Texas (‘‘Company’’), in the activity of underwrit-
ing credit life and credit accident and health insur-
ance directly related to extensions of credit by
Applicant’s lending subsidiaries. Such activity has
been determined by the Board to be closely related
to banking (12 CFR § 225.4(a)(10)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (40 Federal Register 32795 (1975)). The
time for filing comments and views has expired,
and the Board has considered all comments re-
ceived in the light of the public interest factors
set forth in section 4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)).

Applicant, the seventh largest bank holding
company in Texas, controls six banks with aggre-
gate deposits of $943 million, representing ap-
proximately 2.2 per cent of the total deposits in
commercial banks in the State.’

' All banking data are as of June 30, 1975, and reflect bank
hoiding company formations and acquisitions approved through
December 31, 1975.

Company will engage de novo in the activity
of underwriting, as a direct underwriter, of credit
life and credit accident and health insurance di-
rectly related to extensions of credit by Applicant’s
lending subsidiaries. Company will also engage
de novo in the reinsurance of insurance previously
underwritten by an unaffiliated insurance company
in connection with Applicant’s ecxtensions of
credit. However, all new insurance will be directly
underwritten by Company. Since this proposal
involves a de novo activity, consummation of the
transaction would not have any significant adverse
effects on existing or potential competition in any
relevant market.

Credit life and credit accident and health insur-
ance is generally made available by banks and
other lenders and is designed to assure repayment
of a loan in the event of death or disability of
the borrower. In connection with its addition of
credit life underwriting to the list of permissible
activities for bank holding companies, the Board
stated:

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

Applicant has stated that, in the event of ap-
proval of its proposal, Company will offer reduced
premiums for several types of credit insurance
policies that it will underwrite. Company will offer
decreasing term single and joint credit life insur-
ance at a premium rate 3.4 per cent below the
Texas statutory maximum and level term single
and joint credit life insurance (on single payment
loans) at a premium rate 3.7 per cent below the
statutory maximum. Furthermore, Applicant pro-
poses to lower by 5.0 per cent the premium rate
for credit accident and health insurance currently
charged by its direct underwriter. In addition,
Applicant proposes to offer decreasing term joint
credit life and credit accident and health insurance
at two of its banking subsidiaries where such
coverage is not presently available. The Board
finds that Applicant’s proposed premium rate re-
ductions and increase in policy coverage are pro-
competitive and in the public interest.

Based upon the forcgoing and other consid-
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erations reflected in the record, the Board has
determined, in accordance with the provisions of
section 4(c)(8), that consummation of this proposal
can reasonably be expected to produce benefits to
the public that outweigh possible adverse effects.
Accordingly, the application is hereby approved.
This determination is subject to the conditions set
forth in section 225.4(c) of Regulation Y and to
the Board’s authority to require such modification
or termination of the activities of a holding com-
pany 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 regula-
tions and orders issued thereunder, or to prevent
evasion thereof.

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

By order of the Board of Governors, etfective
February 11, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Holland, Wallich, and Partee. Voting against
this action: Governors Coldwell and Jackson. Absent
and not voting: Chairman Burns.

(Signed) THEODORE E. ALLISON,

[sEAL]) Secretary of the Board.

Dissenting Statement of Governor Coldwell

1 would deny the application of Federated Capi-
1al Corporation to acquire Financial Protection
Insurance Company of Texas.

As the Board noted in its recent denial of
Applicant’s proposal to acquirc South Park Na-
tional Bank, Applicant has experienced some dif-
ficulties that have placed a strain on its overall
financial condition. In that decision, the Board
concluded that it would be inappropriate for Ap-
plicant to expand its banking interests, since such
action would divert Applicant’s resources from its
existing operations at a time when those operations
are requiring Applicant’s full attention. 1 totally
agree with that reasoning but believe further that
it applies with no less force to an application to
expand in the nonbanking arca.

Therefore, [ would deny this application until
significant improvements in Applicant’s financial
and managerial condition have been accomplished.

Southern Bancorporation, Inc.,
Greenville, South Carolina

Order Approving Acquisition of
Imperial Finance Company, Inc.

Southern Bancorporation, Inc., Greenville,
South Carolina (*‘Applicant’’), a bank holding
company within the meaning of the Bank Holding
Company Act, has applied for thc Board’s ap-
proval, under § 4(cX8) of the Act and §
225.4(b)(2) of the Board’s Regulation Y, to ac-
quire indirectly all of the assets of Imperial Fi-
nance Company, Inc., Sumter, South Carolina
(**Company’"), through its wholly-owned subsidi-
ary, World Acceptance Corporation, Greenville,
South Carolina (‘‘World Acceptance’’). Company
engages in the activities of making installment
loans to individuals and acting as agent in the sale
of credit-related life, accident and disability insur-
ance. Such activities have been determined by the
Board to be closely related to banking (12 C.F.R.
225.4(a)(1) and (9)).

Notice of the application, affording opportunity
for interested persons to submit comments and
views on the public interest factors, has been duly
published (41 Federal Register 2114). The time
for filing comments and views has expired, and
the Board has considered all comments received
in the light of the public interest factors set forth
in § 4(c)(8) of the Act (12 U.S.C. 1843(c)(8)).

Applicant, the fifth largest banking organization
in South Carolina, controls two banks with depos-
its of approximately $270 million, representing
approximately 7 per cent of the total deposits in
commercial banks in the State.! Applicant’s non-
banking subsidiaries are engaged in consumer fi-
nance and related credit insurance activities.

World Acceptance, with total assets of $6.1
million, is engaged in making personal installment
loans to individuals through 52 branch offices
located in South Carolina, Georgia, and Texas.
In addition, it sells credit-related life, accident and
health, and property and casualty insurance
through offices located in South Carolina and
Georgia. The Board approved Applicant’s acqui-
sition of World Acceptance at the time it granted
approval of formation of Applicant in September
1973.

'All banking data are as of June 30, 1975, unless otherwise
indicated.
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Company, with total assets of $110,494 (as of
July 31, 1975), has operated one office, in Sumter,
South Carolina, since December 31, 1971, It en-
gages in making direct loans on an installment
basis, primarily to individuals residing within a
10-mile radius of Sumter. Company also provides
life and accident and health insurance relating to
the extension of credit. Applicant proposes that
upon consummation of this proposal Company will
also engage in the sale of credit-related property
and casualty insurance.

The relevant geographic market is approximated
by Sumter County, South Carolina. The record
indicates that consummation of this proposal
would eliminate some slight degree of existing
competition between Company and Applicant’s
subsidiary, World Finance Company of Sumter,
South Carolina (‘*World Finance’’), a subsidiary
of World Acceptance, in the rclevant market
wherein the market share held by cach approxi-
mates [.1 per cent and 1.2 per cent, respectively.
However, the climination of e¢xisting competition
appears negligible in view of the fact that, upon
consummation of this proposal, Applicant would
control only 2.3 per ccnt of the personal loan
market, and 18 competing consumer finance com-
panics (including scveral national and regional
companics), as well as four commercial banks and
a number of credit unions would remain in the
market. In view of the large number of competitors
in the market and the relatively small size of the
operations of Company and World Finance in this
area, it appears that no significant adverse effects
on future competition would result from the pro-
posal. On this basis, the Board concludes that
Applicant’s acquisition of Company would not
have significant adverse effects on either existing
or future competition nor raisc barriers to cntry
by other organizations.

In considering this application, the Board has
cxamined a covenant not to compete contained in
an agreement of sale executed between World
Finance and Company. The Board finds that the
provisions of this covenant are reasonable in dura-
tion, scope, and geographic area and are consistent
with the public interest.

[t appears that consummation of this proposed
transaction would not result in any undue concen-
tration of resources, conflicts of interests, unsound
banking practices, or any other adverse effects on
the public intercst. Applicant anticipates that the
proposed affiliation will enable Company to offer
higher risk loans and, as hereinbefore stated, pro-

poses to expand the insurance activities of Com-
pany by introducing credit-rclated property and
casualty insurance. These new services provide
benefits to the public, which in the Board’s opin-
ion, outweigh any slightly adverse effects the
proposal might have on existing competition in the
relevant area.

Based upon the foregoing and other consid-
erations reflected in the record, the Board has
determined, in accordance with the provisions of
§ 4(c)(8) of the Act, that Applicant’s acquisition
of Company can reasonably be expected to pro-
duce benefits to the public that outweigh possible
adverse effects. Accordingly, the application is
hereby approved. This determination is subject to
the conditions set forth in § 225.4(c) of Regulation
Y and to the Board’s authority to require such
modification or termination of the activitics 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 issucd there-
under, or to prevent evasion thercof.

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

By order of the Board of Governors, effective
February 9, 1976.

Voting for this action: Vice Chairman Mitchell and
Governors Coldwell, Jackson, and Partec. Absent and
not voting: Chairman Burns and Governors Holland and
Wallich.

(Signed) THEODORE E. ALLISON,

[sEAL] Secretary of the Board.

Order for Hearing

Citizens and Southern Holding Company,
Atlanta, Georgia

On January 24, 1972, Citizens and Southern
Holding Company, Atlanta, Georgia (C&S Hold-
ing), submitted to the Federal Reserve Bank of
Atlanta an application for permission to engage
de novo, in eleven Georgia communitics, in the
activities of a mortgage company through a newly
formed subsidiary, Citizens and Southern Mort-
gage Company, Inc., Atlanta, Georgia (C&S
Mortgage). The application was submitted pursu-
ant to section 4(c)(8) of the Bank Holding Com-
pany Act of 1956, as amended, 12 U.S.C. §
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1843(c)(8). in the manner and form specified by
Part 225.4(b)(1) of the Board’s Regulation Y, 12
C.F.R. § 225.4(b)(1). The application proposcd
that C&S Mortgage would engage in the activities
of:

(1) Making or acquiring, for its own account or for
the account of others, loans and other cxtensions of
credit (including issuing letters of credit and accepting
drafts), such as would be made, for example, by a
mortgage company;

(2) Servicing loans and other extensions of credit for
any person;

(3) Acting as investment or tinancial adviser, including
(1) serving as the advisory company for a mortgage or
a real estate investment trust and (ii) furnishing cco-
nomic or financial information.

On Junc 1, 1972, the Federal Reserve Bank of
Atlanta, acting pursuant to authority delegated by
the Board of Governors, 12 C.F.R. § 265.2(N20),
approved the subject application. The Reserve
Bank’s action was then appealed to the Board, by
a participant in the proceedings before the Reserve
Bank, pursuant to Part 265.3 of the Board’s Rules
Regarding Delegation of Authority, 12 C.F.R. §
265.3. After reviewing the matter de novo, the
Board issued an Order approving the subject ap-
plication on August 31, 1973 (38 Federal Register
24932).

Upon judicial review of the Board’s Order, the
United States Court of Appeals for the District of
Columbia Circuit has remanded the case to the
Board with instructions to conduct a hearing on
the application pursuant to the Board’s Rules of
Practice for Formal Hearings, 12 C.F.R. § 263.
Independent Bankers Association of Georgia v.
Board of Governors of the Federal Reserve Sys-
tem, 516 F.2d 1206 (D.C. Cir. 1975).

In remanding this case o the Board for a hear-
ing, the Court of Appeals cxpressly directed the
Board to consider whether C&S Mortgage’s of-
fices would constitute branch banks in violation
of Federal and Georgia law: and the Court also
concluded that “‘the Board erred in not honoring
|Petitioner’s] request for a hearing in which to
develop its charges of ‘undue concentration’ and
‘decreased competition.””” However, the Court
held that the Board nced not hold a hearing on
two other issucs raised by Petitioner that are legal
issues on which the Board, in the Court of Ap-
peals’ view, reached correct conclusions of law.
These latter two issues, which are not covered by
the instant Order for Hearing, involve (1) the

legality of the corporate structure of Citizens and
Southern National Bank under 12 U.S.C. § 21 et
seq., and (2) whether Citizens and Southern Na-
tional Bank violated 12 U.S.C. § 24 when, in
1965, it merged under its sole ownership both the
legal and beneficial interest in shares of stock of
C&S Holding that had previously been held in trust
for the benefit of the bank’s own sharcholders.

Accordingly, it is hereby ordered that a public
hearing be held with respect to this application
at the Federal Reserve Bank of Atlanta, Atlanta,
Georgia 30303. Such hearing shall commence on
a date to be designated by the Administrative Law
Judge and shall be conducted in accordance with
the Board’s Rules of Practice for Formal Hearings
(12 C.F.R. Part 263).

It is further ordered that the Board hereby
designates the Honorable James W. Mast, a duly
qualiticd Administrative Law Judge, to preside at
the aforesaid hearing. The Administrative Law
Judge may, in his discretion, convene a prehearing
conflerence or conferences at any convenient time
or place.

It is further ordered that the Board hereby
designates Stephen L. Siciliano and Allan Schott,
Board stall attorneys, to serve as Board counsel
at the aforesaid hearing.

It is further ordered that the issue to be consid-
cred at the hearing is whether the acquisition of
C&S Mortgage by C&S Holding can rcasonably
be expected to produce benefits to the public, such
as greater convenience, increased competition, or
gains in cfficicncy that outweigh possible adverse
effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of inter-
est, or unsound banking practices. In balancing
the public benefits and possible adverse cffects,
the question of whether C&S Mortgage’s offices
would constitute branch banks in violation of Fed-
cral and Georgia law, and the charges of undue
concentration and decreased competition referred
1o by the Court of Appeals, will also be consid-
cred. This designation of specific questions to be
considered is not intended to be excelusive and does
not preclude consideration of additional related
matters and questions at the discretion of the
Administrative Law Judge.

It is further ordered, that any person desiring
to give testimony. present evidence, or otherwise
participate in these proceedings shall file with the
Secretary, Board of Governors of the Federal
Reserve System, Washington, D.C. 20551, on or
before March 8, 1976, a written request containing
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a detailed statement of the nature of the requestor’s
interest in the proceedings, the extent of the par-
ticipation desired, a summary of the matters con-
cerning which the requestor desires to give testi-
mony or submit evidence, and a statement of the
rcasons why cffective presentation of those matters
recquires participation in the manner and to the
extent requested. Any requestor seceking partici-
pation more cxtensive than the submission of
written comments shall, in his statement to the
Secrctary, address the questions of whether he is
likely to suffer injury in fact as a result of Board
action on the application and whether his asserted
interest is within the zone of interests protected
by the Bank Holding Company Act, 12 U.S.C.
§ 1841 ct seq. Any person desiring to submit
substantive written comments on the application
must file said comments with the Secretary, Board
of Governors of the Federal Reserve System,
Washington, D.C. 20551, on or before March §,
1976. All such requests and comments will be
submitted to the Administrative Law Judge for his
determination—as to intervention, participation
and admissibility—and persons submitting same

will be notified of his decision. Failure to comply
with any of the above requircments regarding
submission of comments and requests for partici-
pation shall constitute sufficient ground for rejec-
tion by the Administrative Law Judge of such
comments or requests. Petitioners in the Court of
Appeals, the Independent Bankers Association of
Georgia, will, in light of the Court’s decision, be
granted intervention as a matter of right upon
submission of their request in conformity with
these requirements. Submission of the names and
identities of possible witnesses can be made to the
Administrative Law Judge at such time as the date
for the hearing has been determined, or at such
other time as the Administrative Law Judge shall
direct.

By order of the Board of Governors, cffective
February 13, 1976.

Voting for this action: Vice Chairman Mitchell,
Governors Wallich, Coldwell, Jackson, and Partee.
Absent and not voting: Chairman Burns, and Governor
Holland.

(Signed) THEODORE E. AILLISON,

[SEAL} Secretary of the Board.

ORDERS APPROVED UNDER BANK HoOLDING COMPANY ACT—

By the Board of Governors

During February 1976, the Board of Governors approved the applications listed below. The orders
have been published in the Federal Register, and copies are available upon request to Publications
Services, Division of Administrative Services, Board of Governors of the Federal Reserve System,

Washington, D.C. 20551.

Section 3

Board action Federal
(effective Register
Applicant Bank(s) date) citation
Abilene Company, The Abilene National 2/10/76 41 F.R. 7178
Abilene, Kansas Bank, Abilene, Kansas 2/17/76
First Bancorp, Inc., Hillsboro Statec Bank, 2/5/76 41 F.R. 6333
Corsicana, Texas Hillsboro, Texas 2/12/76
Great Lakes Financial First National Bank 2/27/76 41 F.R. 9935
Corporation, Grand and Trust Company, 3/8/76
Rapids, Michigan Petosky, Michigan
Woodfield Investment Woodficld Bank, 2/18/76 41 F.R. 8831
Corporation, Schaumburg, Schaumburg, Illinois 3/1/76

[linois
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Section 4

Board action Federal
Nonbanking company (effective Register
Applicant (or activity) date) citation
West Point First National First National of 2/13/76 41 F.R. 8232
Co., Lincoln, Nebraska West Point Agency, Inc., 2/25/76
West Point, Nebraska
Sections 3 and 4
Board action Federal
Nonbanking company (effective Register
Applicant Bank(s) (or activity) date) citation
Central Missouri Exchange Bank of General insurance 2/6/76 41 F.R. 6804
Bancshares, Inc., New Franklin, agency activities 2/13/76

Smithton, Missouri Missouri, New
Franklin, Missouri,
and The Smithton
Bank, Smithton,
Missouri

By Federal Reserve Banks

During February 1976, applications were approved by the Federal Reserve Banks as listed below.
The orders have been published in the Federal Register, and copies are available upon request to the

Reserve Bank.

Section 3
Federal
Reserve Effective Register
Applicant Bank(s) Bank date citation
Chester Insurance State Bank of Chester, Kansas City 2/3/76 41 F.R. 6334
Agency, Inc., Chester, Nebraska 2/12/76
Chester, Nebraska
United Missouri The Park Bank of Kansas City 2/3/76 41 F.R. 6335
Bancshares, Inc., St. Joseph, 2/12/76
Kansas City, Missouri
Missouri
ORDERS APPROVED UNDER BANK MERGER ACT—
Federal
Reserve Effective Register
Applicant Bank(s) Bank date citation
Massachusetts Bay Yankee Bancorpora- Boston 2/18/76 41 F.R. 8832
Bancorp, Inc., tion, Gloucester, 3/1/76
l.awrence, Mass- Massachusetts
achusetts
United Countics Springfield New York 2/10/76 41 F.R. 843]
Trust Company, State Bank, 2/26/76
Elizabeth, New Springfield,

Jersey New Jersey
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PuNDING CasES INVOLVING THE BOARD OF GOVERNORS*

Association of Bank Travel Bureaus, Inc. v.
Board of Governors, tiled February 1976,
U.S.C.A. for the Seventh Circuit.

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

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

Helen C. Hatten, ¢t. al. v. Board of Governors,
filed January 1976, U.S.D.C. for the District
of Connecticut.

International Bank v. Board of Governors,
filed Dccember 1975, U.S.C.A. for the Sixth
Circuit.

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

National Computer Analysts, Inc. v. Decimus
Corporation, et. al., filed November 1975,
U.S.D.C. for the District of New Jersey.

Peter E. Blum v. First National Holding Cor-
poration, filed November 1975, U.S.D.C. for
the Northern District of Georgia.

Harlan National Co. v. Board of Governors,
filed November 1975, U.S.C.A. for the
Lighth Circuit.

Peter E. Blum v. Morgan Guaranty Trust Co.,
et. al., filed October 1975, U.S.D.C. for the
Northern District of Georgia.

T A.R. Martin-Trigona v. Board of Governors,
et. al., filed Scptember 1975, U.S.D.C. for
the Northern District of linois.

T A.R. Martin-Trigona v. Board of Governors,
et. al., filed September 1975, U.S.D.C. for
the Northern District of Illinois, (motion for
reconsideration).

Logan v. Secretary of State, et. dl., filed Sep-
tember 1975, U.S.D.C. for the District of
Columbia.

Hlorida Association of Insurance Agents, Inc.,
v. Board of Governors, and National Asso-
ciation of Insurance Agents, Inc. v. Board
of Governors, filed August 1975, actions

*This list of pending cases does not include suits against
the Federal Reserve Banks in which the Board of Governors
is not named as a party.

T Decisions have been handed down in these cases, subject
to appeals noted.

consolidated in U.S.C.A. for the Fifth Cir-
cuit.

Henry M. Smith v. Narional Bank of Boulder,
et. al., filed Junc 1975, U.S.D.C. for the
Northern District of Tcxas.

Bank of Boulder v. Board of Governors, et.
al., filed June 1975, U.S.C.A. for the Tenth
Circuit.

tDavid R. Merrill, et. al., v. Federal Open
Market Committee of the Federal Reserve
System, filed May 1975, U.S.D.C. for the
District of Columbia (motion for recon-
sideration).

Curvin J. Trone v. United States, filed April
1975, U.S. Court of Claims.

Richard S. Kaye v. Arthur F. Burns, et. al.,
filed April 1975, U.S.D.C. for the Southern
District of New York.

Louis J. Roussel v. Board of Governors, ftiled
April 1975, U.S.D.C. for the Eastern District
of Louisiana.

Georgia Association of Insurance Agents, et.
al., v. Board of Governors, filed October
1974, U.S.C.A. for the Fifth Circuit.

Alabama Association of Insurance Agents, et.
al., v. Board of Governors, filed July 1974,
U.S.C.A. for the Fifth Circuit.

T Investment Company Institute, v. Board of
Governors, dismissed July 1975, U.S.D.C.
for the District of Columbia. appeal pending,
U.S.C.A. for the District of Columbia Cir-
cuit.

1 George Brice, Jr., et. al., v. Board of Gover-
nors, filed April 1974, U.S.C.A. for the
Ninth Circuit. .

East Lansing State Bank v. Board of Gover-
nors, filed December 1973, U.S.C.A. for the
Sixth Circuit.

Tt Consumers Union of the United States, Inc.,
et. al., v. Board of Governors, filed Scp-
tember 1973, U.S.D.C. for the District of
Columbia.

Bankers Trust New York Corporationv. Board
of Governors, filed May 1973, U.S.C.A. for
the Second Circuit.

FThe Board of Governors is not named as a party in this
action.
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Announcements

SUPPLEMENTAL
FINANCIAL REPORT

The Board of Governors on March 10, 1976,
announced details of a four-part report that must
be filed by large Statc member banks to supple-
ment the basic quarterly financial reports required
of all Federally regulated banks.

The four *‘large bank supplements’ constitute
an extension of the current overhaul of financial
reporting 10 Federal regulators by banks, cffective
with reports for March 31, 1976. One principal
objective of the revision is to provide the public
with improved information as to the financial con-
dition of banks. All parts of the revised reports,
including the large-bank supplements, will be
available to the public on request.

On December 17, 1975, the Board, together
with other Federal bank regulatory agencics, an-
nounced changes to be required this year in the
two basic financial reports the banks make to
Federal regulators: the Report of Income and the
Report of Condition.

The supplements to these two reports, effective
with reports for March 31, 1976, apply to all State
member banks with domestic and foreign assets
at the end of 1975 of $300 million or more. The
Comptroller of the Currency, which supervises
national banks, and the Federal Deposit Insurance
Corporation, which supervises Federally insured
State nonmember banks, are requiring identical
supplementary reports from banks with domestic
and foreign assets of $300 million or more that
report to them.

Examples of the forms that will be used in filing
the supplements are being sent to the chief execu-
tive officer of cach Statc member bank affected.

The large-bank supplements cover the following
arcas of information on banks’ financial condition
and opcrations:

I. Remaining maturities of specified types
of loans. Information on the length of time
five types of loans have yet to run before
the loans are due to be paid off. This in-
cludes four types of loans at domestic

offices—construction and land development
loans; other loans sccured primarily by real
estate cxeept 1- to 4-family residential prop-
erty; commercial and industrial loans; and
other loans except loans to individuals and
on 1- to 4-family residences—and loans at
the bank’s foreign offices and at its LEdge
Act and Agrecment subsidiaries.! Informa-
tion is also required on the amount of loans
whose interest rates arc linked to the prime
or other money market rates and the amounts
not so linked.

2. Maturity distribution of* deposits. This
supplement requires information on time
certificates of deposit of $100,000 or more
issucd by domestic offices and on total in-
terest-bearing  deposits in foreign offices,
showing separately for each the amounts of
such deposits that will mature in 3 months
or less; over 3 months through 6 months;
over 6 months through 1 year; and over |
year.

3. Securities held in trading accounts in
domestic offices. This report requires infor-
mation on the current amount as of the date
of the report, and also on the daily average
for the period reported on, of the large
banks’ holdings in their trading accounts of
four groups of sccuritics: U.S. Treasury
securities; other U.S. obligations of other
U.S. Government agencies and corpora-
tions; obligations of States and political
subdivisions; and other bonds, notes, and
debentures.

4. Summary loan loss experience and
reserve for possible loan losses. Information
is required on loan loss reserves at the be-
ginning and end of the reporting period:
changes during the period incident to merg-
ers and absorptions; provisions for loan
losses; and charge-offs and recoveries during
the period for specified classes of loans at
domestic offices and for loans at foreign
offices.

FEdge Act Corporations are Federally chartered cor-
porations authorized to engage in international or
foreign banking or other international or foreign finan-
cial operations. Agreement Corporations are State-char-
tered companies organized to conduct an international
banking business in which a national bank is permitted
1o invest pursuant to an agreement with the Federal
Reserve Board of Governors concerning the company’s
activities.
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The large-bank supplements were developed
following a proposal for supplementary large-bank
reporting published for comment on October 1,
1975. Some additions to the large-bank supple-
ments may be announced at a later time following
further discussion with the Securities and Ex-
change Commission. As announced earlier, the
Federal bank regulatory agencies will also intro-
duce later this year a fully consolidated (foreign
and domestic office) condition statement and also
subsidiary condition and income reports to provide
breakdowns between domestic and foreign opera-
tons.

REGULATION Q: Amendment

The Board of Governors on March 1, 1976,
amended its Regulation Q to permit member com-
mercial banks throughout New England to offer
NOW accounts to their customers.

The action was taken in light of legislation
effective February 27, 1976, authorizing NOW
accounts in four additional New England States.
Congress had previously authorized NOW ac-
counts in Massachusetts and New Hampshire on
an experimental basis.

A customer holding a NOW account may write
negotiable orders of withdrawal (NOW’s) against
the account and at the same time receive interest
on the funds retained in the account.

APPOINTMENT OF TWO
FEDERAL RESERVE BANK
PRESIDENTS

Roger Guffey, Senior Vice President, General
Counsel, and Secretary of the Federal Reserve
Bank of Kansas City, has been appointed President
of the Bank, following the February 29 retirement
of George H. Clay. Mr. Guffey, who joined the
Bank in 1968, received B.S. and J.D. degrees
from the University of Missouri at Columbia and
has completed the Advanced Management Pro-
gram at the Harvard University Graduate School
of Business.

Lawrence K. Roos, Exccutive Vice President
of the First National Bank in St. Louis, has been
appointed President of the Federal Reserve Bank
of St. Louis, cffective March 22, 1976. A graduate
of Yale University, Mr. Roos succeeds Darryl R.
Francis, who retired at the end of February.

AGGREGATE RESERVES
AND MEMBER BANK DEPOSITS:
Revision of Data

Data on aggregate reserves and member bank
deposits, Table A13 in the BULLETIN, have been
revised to reflect new scasonal factors. In addition,
the aggregate reserve series reflect a new scasonal
adjustment procedure. A brief description of this
new procedure and a summary of the impact of
scasonal factor changes on aggregate reserves and
on member bank deposits will appear in a forth-
coming BULLETIN article. Historical data are
available on request from the Board’s Banking
Section, Division of Research and Statistics.

OTC MARGIN STOCKS:
Change in List

The Board of Governors announced on March 12,
1976, several changes in its List of OTC Margin
Stocks that was issued in revised form on Sep-
tember 29, 1975. The changes are available on
request from Publications Services, Division of
Administrative Services, Board of Governors of
the Federal Reserve System, Washington, D.C.
20551.

SYSTEM MEMBERSHIP:
Admission of State Bank
The following bank was admitted to membership

in the Federal Reserve System during the period
February 16, 1976, through March 15, 1976:

Maryland
Thurmont ................ The Thurmont Bank
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Industrial Production

Released for publication March 16

Industrial production increased an estimated 0.6
per cent in February following revised increases

increased at more moderate rates,
continued in February.

Seasonally adjusted. ratio scale. 19672100

which have

. 40 MATERIALS |
of 0.5 and 0.9 per cent in January and December, TOTAL : P i
H . NN
respectively. At 119.9 per cent of the 1967 f 120 o rmopucks, 7
average, the index has risen about 9 per cent since | o ”"|/ TOTAL
the April 1975 low. Increases in February were - | S e
. . . 1o - - L
concentrated in automotive products and materials NONDURABLE CONSUMER -\
. - GOODS 1 T Y 1
production. e A\ 0. \/ ]
Output of consumer durable goods increased as o GuRaLE; rM Spusiess ro
the result of a rise in auto production. Auto as- ) T S I
. . 1971 973 1975 9 1971 1973
semblics increased ncarly 7 per cent to an annual 1969 c0NsmLcT|oN oo i
. Cree . . 3 CONSUMER INOURABLE
rate of 8.1 million units. Reflecting recent strong ';“"/D”f: 1o
sales, assemblics are scheduled at rates of 8.3 and L \ 120
8.6 million units for March and April. Nondurable eV \\/"
consumer goods production, which had alrcady 100
exceeded prerecession highs, advanced somewhat 19672100 196 ite
further in February. Business equipment is esti- 160 ] QiR LS o ¢
mated to have been unchanged in February, fol- 140 ) e 100 10
lowing moderate increases since July. so 8
. . . 120 H .
Durable goods materials increased further in 80 Lo
February—reflecting, in part, a rise in steel output. ool | ] R I B it e s
. . Lo . N , . 1 1974 1976 1870 F y’4 197b
F()llowmg Sh‘"p gams In the second ‘l.nd third IR, indexes. scasonally adjusted. Latest figures: February.
quarters of 1975, nondurable goods materials have * Auto sales and stocks include imports.
Scasonally adjusted, 1967 -+ 100
Per cent changes from
Inclustrial production 1975 1976
, v T e Month Year Qi to
. Nov. { Dee. Jan.* Feb, ago J ago ‘l; 04
Total ... 117.5 118.6 119.2 119.9 .6 7.8 3.0
Products, total .......... ... 117.9 119.5 120.6 120.9 2 6.3 1.8
Final products ... ... 117.9 1193 120.5 120.7 2 6.4 1.6
Consumer goods ... 128.5 129.7 131.6 132.6 .8 11.5 1.9
Durable goods ....... 118.8 119.8 121.8 123.2 1.1 22.0 1.8
Nondurable goods 132.7 133.9 135.3 135.9 4 8.2 2.2
Business cquipment 116.7 118.4 118.8 118.8 4 1.8
Intermediate products 118.5 119.6 122.6 122.5 - 6.4 2.6
Construction products ... oo 112.5 1.6 115.4 116.0 .5 3.5 2.2
Materials ... 116.7 117.0 7.6 {18.5 K8 10.3 5.0

“Preliminary. “Lstimated.
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BANK RESERVES AND RELATED ITEMS o MARCH 1976

MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS

(In millions of dollars)

Factors supplying reserve funds
Reserve Bank credit outstanding ||
T T T T T - ' ‘I reas-
Period or date U.S. Govt. securities! Special ury
. I Drawing cur-
| Gold Rights rency
Held Other stock certificate out-
Boupht under Loans Float3 R, Towls | account stand-
Total out- repur- assetsd ’ ing
right2 chase
| aeree-
. ment
p— _ - —_— I—___ —_ — - Jp— _— - - —_—— - —_————— e —_—
Averages of daily figures |
1939 —Dec 2,510 2,510 [...o.ousis 8 83 ...l 2,612 17,518 2,956
1941—Dec 2,219 2,219 |..oeas e, 5 170 {.....00.0. 2,404 22,759 3,239
1945—Dec 23,708 23,708 |l 381 652 [..... ... 24,744 20,047 4,322
1950—1ec 20,345 20,336 9 142 300 F b A R 21,600 22,879 4,629
1960—Dec 27,248 27,170 78 94 1,665 |.......... 29,060 17,954 5,396
1969—I)CCr vaevinienannns 57,500 57,295 205 1,086 3,235 2,204 64,100 10,367 |......... 6,841
1970—DeCe i vviiiivin e 61,688 61,310 378 321 3,570 1,032 66,708 1,105 400 I' 7,145
1971 —1)eCe v vvnrneiiinsnns 69,158 68,868 290 107 3,905 982 74,255 10,132 400 7,611
1972—Decisserersvenvioess| 71,094 70,790 304 1,049 3,479 1,138 76,851 10,410 400 8,293
78,833 868 1,298 3,414 1,079 85,642 11,567 400 8,668
85,202 1,477 703 2,734 3,129 93,967 11,630 400 9,179
83,843 901 147 2,079 3,419 91,168 11,626 400 9,284
84,398 449 106 1,994 3,142 90,819 11,620 400 9,362
86,117 963 110 2,061 3,237 93,214 11,620 400 9,410
89,355 2,563 60 1,877 3,039 97,845 11,620 429 9,464
87,618 1,294 271 2,046 3,098 95,119 11,620 500 9,536
87,882 284 261 1,911 3,100 94,144 | 11,620 500 9,616
86,348 481 201 1,691 2,953 92,395 11,604 500 9,721
87,531 1,660 396 1,823 3,060 95,277 11,599 500 9,797
89,547 929 191 1,945 3,521 96,931 11,599 500 9,877
89,560 1,374 61 2,480 3,481 97,817 11,599 500 10,010
91 225 883 127 3,029 3,534 99,651 11,599 500 10,094
91,524 1,474 79 2,684 3,505 100,172 11,599 500 10,177
92,812 1,798 76 2,395 3,384 101,389 11,599 500 10,271
90,887 1,074 66 2,661 3,279 98,850 11,599 500 10,102
89,009 522 28 2,347 3,486 96,170 11,599 500 10,081
90,625 |.......... 44 2,626 3,557 97,585 11.599 500 10,087
92,580 1,554 219 3,144 3,35 101,720 11,599 500 10,099
92,978 1,490 253 4,634 3,466 103,807 11,599 500 10,118
1976-—Jan. 92,462 1,689 67 3,450 3,501 102,215 ' 11,599 500 10,119
90,940 [.......... 45 2,846 3,414 97,987 ! 11 ,599 500 10,139
91,070 635 153 2,380 3,373 98,361 11,599 500 10,157
! 91,480 2,560 58 2,401 3,622 10t 088 11,599 500 10,246
Feb. 4............. { 95,470 91,928 3,542 57 2,170 3,671 102,509 11,599 500 10,263
oot 91,827 91,827 [vev.eniinn 51 2,359 3,683 98,652 11,599 500 ' 10,256
187, .., .. o.vn! 94,396 92,718 1,678 56 2,196 3,535 101,003 11,599 500 i 10,257
257, e 96,610 93,573 3,037 148 2,942 2,959 103,694 11,599 500 10,269
End of month
1975—D€C. s cvvvvvniieenin 94,124 92,749 1,335 211 3,688 312 102,461 11,599 500 10,218
1976—Jan......oovevvinnnn, 96,588 91,850 4,738 66 1,620 3,676 103,180 11,599 500 10,275
Feb.®...oviiiiinnnn 95,667 94,354 1,313 51 1,620 3,062 101,451 11,599 500 10,367
Wednesday
1975—Dec. 89,597 634 66 2,811 3,370 97,416 11,599 500 10,077
10 88,758 [ ... 31 3,273 4,302 97,088 11,599 500 10,087
89,885 [.......... 66 3,635 3,631 97,943 11,599 500 10,087
92.777 1,682 1,263 4,856 3,366 104,914 11,599 500 10,099
92,789 1,335 211 3,688 3,312 102,461 11,599 500 10,218
1976—Jan. 90,810 1,062 41 3,586 3,443 99,896 11,599 500 10,138
91,507 ... .. 48 3,448 3,362 99,100 11,599 500 10,142
92,068 [.......... 843 2,387 3,395 99,429 11,599 500 10,243
91,833 6,511 138 2,594 3,668 105,900 11,599 500 10,250
Feb. 91,899 3,019 44 2,715 | 3,688 102,406 11,599 500 10,256
92,610 1, ... ... 62 2,311 31,672 99,375 11,599 500 10,256
92,870 2,487 58 2,875 3,036 102,329 11,599 500 10,261
93,549 6,005 688 2,721 3,021 107,180 11,599 500 10,272

1 Includes l'edcml agency issues held under repurchase agreements
beginning Dec. 1966, and Federal agency issues bought outright be-
ginning Sept. 29 l9 1.

2 [ncludes, bcgmning 1969, securities loaned—fully guaranteed by .S,
Govt. securities pledged with F.R, Banks, and excludes (if any), securities
sold and scheduled to be bought back under matched sale—purchase
transactions.

3 Beginning 1960 reflects a minor change in concept; see Feb. 1961
BULLETIN, p, 164,

4 Beginning Apr, 1969,

16, “Other F.R, assets” and “QOther F.R.

liabilities and capital” are shown separately; formuly, they were netted
together and reported as “Other F.R, accounts.’

3 Includes industrial loans and acceptances until Aug. 2l, 1959, when
industrial loan program was discontinued, For holdings of acceptances
on Wed. and end-of-month dates, see p, A-10. See also note 3.

6 Includes certain deposits of domestic nonmember banks and foreign
owned banking institutions held with member banks and redeposited in

Notes continued on opposite page.



MARCH 1976 = BANK RESERVES AND RELATED ITEMS A3
MEMBER BANK RESERVES, FEDERAL RESERVE BANK CREDIT, AND RELATED ITEMS—Continued

(In millions of dollars)

I'actors absorbing reserve funds

Deposits, other
than member bank Member bank
Cur- Treas- TEServes Other reserves
rency ury with 1-,R, Banks Other I.R. Period or date
in cush oo . ) L I.R. lizi- _ _
cir- hold- | ac- i bilities
cula- ings ' catntsd and With Cur-
ton Treis- for- Otherd, 6 capitald F.R. rency Totul s
ury eign Banks and
l cain?
i i
! Averages of daily ligures
7,609 2,402 616 730 248 11,473 11,473 .. 1939—Dee,
10,985 2,189 592 1,531 292 12,812 12,812 .. 1941—Dec,
25,452 2,269 625 i 1,247 493 16,027 16,027 . 1945—Dee,
27,806 1,290 615 | 920 353 739 17.391 17,391 .. 1950 —Dec,
33,019 408 522 250 495 1,029 . 16,688 19,283 foiviiiiinn, 1960—Dvc.
51,591 656 1,194 ! 146 2,192 23,071 4,960 28,031 1969—-Dec,
57,013 427 239 | 145 2,265 . 23 928 5,340 29,265 1970-—Dee,
61,060 431 1,026 290 2,287 25,653 5,676 U329 1971 —Dec,
66,060 350 1,449 272 2,362 ¢ 24,830 6,095 31,353 . 1972.~Dec,
71,646 23 1 1,892 406 2,942 . 28,352 i 6,K35 35,0068 L1973 Dec.
78,951 2200 7 1.741 357 3,266 29,767 1 T.174 16,941 1974—Dec.
76,979 236 - 2,374 37 3,358 28,503 i 7,002 35,565 ...l , 1975—1'ch.
77,692 - 277 0 1,887 363 3,076 27,948 1 6,831 34,779 e e Mar.
78,377 309 . 3,532 307 3,137 28,264 6,870 3504 oo Lo ApT
79,102 . 326 | 8,115 262 3.2n 27,576 6,916 34,492 . May
80.607 as5 1 3.353 272 3,191 28,007 6.969 34,976 . June
81,758 : 38 | 2,207 269 3,135 27,442 7.213 34,655
81,822 368 ! 818 274 3,096 27,183 7.299 34,482
81,907 r362 3.415 308 3,169 27.215 7.431 34,646
82,215 387 4.940 271 3,208 27.254 7.313 34,567
83,740 415 4,333 297 3,276 27,215 7,356 34,571
85,810 452 3,955 259 3,247 27.215 7,773 934 ‘)8‘)
84.625 496 5,903 287 3.225 26,995 8,445 935,875 ...l 1976 Jan.
84.007 525 8.811 280 3.231 26,188 7.652 933,979 L e ebr
84,742 460 4,124 305 877 3,297 27.245 7.572 34,817
85,222 462 1,865 243 921 3,044 26,594 7,828 34,419
85,686 449 1,943 244 979 1,158 27,312 7,827 35,139
86,120 | 445 5,533 254 B6O 3,358 27,345 7,491 34,836
86,569 448 6,777 293 891 3,477 27 569 8,036 935,611
86,011 478 5,939 278 1,185 3.059 27,483 7.937 935,551
85,140 496 3.414 338 903 3. 167 26,766 8.903 935,802
84,288 519 4,040 304 922 3.219 27,324 8.733 936,193
ﬂ!,SRl 521 8,385 230 772 3,359 26,585 8.349 935.072
83,406 537 9,805 268 730 [0 3,312 26,815 8.116 935.069
83,951 529 6,966 247 688 [.......... 3.038 25,590 §.050 933,779
84,369 533 7.354 279 673 | .. 3.225 26,926 7.539 934,604
84,061 521 10,783 278 692 ... 3.347 26,380 7,145 233,664
End of month
86,547 483 7,288 153 £,000 ... 2,908 26,052 8,036 934,094 ... ... 1975 Dec.
83,231 541 10,075 294 l 651 ... ... ' 3.459 27,306 8.116 935.560 |...... ... 1976 Jan.
83.878 500 10.366 412 i 809 |.......... 3,396 24,555 7,573 932,268 | ... Feb.p
Wednesday
85,146 478 2,289 229 796 3,011 27,643 7,572 35,215 | 1975 Dec. 3
85,773 460 1,032 238 I,846 3,093 26,832 - 7‘825 34,657 .. . Lo
86,033 438 4,007 226 897 3,214 25,314 7 827 33,141
86,608 434 6,491 253 925 3,471 28,930 4‘)] 36,421
86,547 483 7,285 sy | 1,000 2,968 26,052 8,03() 934,094
85.712 487 2,246 244 10 I D 3.068 29,466 7.937 937,534
84,950 502 4.217 235 99 | 3. 166 27.301 8.903 936.337
84,130 S18 4,682 248 943 ... 3.254 27.996 8,733 936,865
83.609 513 10,360 209 627 | 3.427 29.503 8,349 937.990
83,750 531 7,800 225 717 2,986 28,751 8,116 937,005
84.463 517 6.705 257 594 3,096 26.097 8,050 934,286
84,584 523 9.603 252 S01 3,224 26.003 7.534 933,681
84,135 523 10,836 261 975 3.435 29,385 7.145 936, 669
|
full with F,R, Banks in connection with voluntary participation by non- 8 Beginning week t,ndu.l Nov, 15, 1972, includes $450 million of reserve
member institutions in the F.R. System’s program of credit restraint. deficiencies on whic] Banks drc aI]me(I to waive penalties for tran-
As ol Dec. 12, 1974, the amount of voluntary nonmember and foreign- sition period assou.m,d wnh bank adaptation to Regulation J as amended
agency and branch dcpnsi(s at FF.R. Banks associated with marginal re- effective Nov. 9, 1972, For 1973, allowable deficiencies included are (be-

serves are no longer reported, Deposits voluntarily held by agencies and ginning with first statement week of quitrter): Ql, $279 miillion; Q2, $172
branches of foreign banks operating in the United States as reserves and million; 3, $112 million; Q4. $84 million. For 1974, Q1, $67 million,
Euro-dollar liabilities are reported. Q2, $58 million. Transition period ended after 1974, Q2.

7 Part allowed as reserves Dec. 1, 1959—Nov, 23, 1960; all allowed 9 Beginning with week ending Nov. 19, 1975, adjusted to include
thereafter. Beginning Jan, 1963, figures are estimated except weekly  waivers of penalties for reserve deficiencies in accordance with Regula-
averages. Beginning Sept, 12, 1968, amount is based on closc-of-business tion ID change effective Nov. 19, 1975
figures for reserve period 2 wecks previous to report date, For other notes see opposite page,
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BANK RESERVES AND RELATED ITEMS c MARCH 1976

RESERVES AND BORROWINGS OF MEMBER BANKS

(In millions of dollars)

T
i All member hanks l.arge banks?
R - - —m e e All other banks
Period Reserves Borrowings New York City City ol Chicago Other
[ _ - - - R — | e— N
Total Re- I:xcess | “Total Sca- Lxcess | Borrow-| Excess | Borrow-| Excess | Borrow- | Excess Borrow-
held ! quired sonal ings ings ings ings
1939—Dec.. 6,462 5,011 l 3 2,611 |,....... 1,188 [........ 671 3
1941—Ie. . 9,422 3,390 5 989 | ... 1,303 1 804 4
1945—Dcc.. ... 14,536 I, 1491 134 48 192 418 96 1,011 46
1950~ Dec. ... 16,364 1, 1027 142 125 58 232 50 663 29
1960—Dec.. .. .ut. 19,283 | 18,527 756 87 |.eviinn 29 19 100 20 623 40
1965—Dec.. v ues 22,719 | 22,267 | 452 454 1., 41 1t 67 228 330 92
1967—Dcc Ceen.. 25,260 1 24,915 345 238 ..., 18 40 50 105 267 80
1968—Dcc . 26,766 455 " 100 230 90 270 250 180
1969—Dec . L0 27,774 257 56 259 6 479 177 21
1970—Dec ceves| 29,265 | 28,993 272 34 25 42 264 189 28
1971—Dec . 31,329 § 31,164 165 23 35 —35 22 174 42
1972—Dec 31,353 | 31,134 219 —20° 301 —42 429 —160 264
1973~ Dec 35,008 | 34,800 262 --23 74 28 761 133 435
1974—1ec 36,941 | 36.602 339 132 80 39 323 163 282
1975— Feboooooooooa, | 35,565 ] 35,333 232 147 10 31 37 41 29 143 "
Mar. . 34,779 | 34,513 266 106 7 51 22 56 28 137 46
Apr. 35,134 1 35,014 120 10 7 32 25 —4 34 L15 33
May 34,492 | 34,493 -1 o) - 9 --28 24 =89 13 137 23
June.. 34,976 | 34,428 548 271 11 142 90 217 114 142 65
July. . - 34,6585 | 34 687 - 32 261 \7 —-22 sS4 -118 62 132 122
Aug. . 34,482 1 34,205 217 | 211 38 -8 14 98 51 132 145
Sepl.. 34.646 | 34,447 199 306 6l 17 68 23 141 132 185
Oct.. . 34,567 | 34,411 156 - 191 65 | 42 31 3 32 134 128
Noy, 34,571 | 34,281 290 61 28 S0 7 42 5 164 49
Deco. ..ol 34,989 | 34,727 262 127 13 64 63 89 26 127 38
1976 Jan............ 35.575 | 35.366 209 79 9 52 9 3 13 17 40
Feborooooooo o 33.979 | 33,933 46 76 10 -223 20 —141 16 [66 39
Week ending --
1975~ Feb. 36.974 ] 36.579 395 98 11 84 12 145 86
36,029 | 35,970 59 90 10 -5 15 121 69
35.118 | 34,960 158 2 11 18 20 198 69
34,606 | 34,447 159 180 10 35 71 110 70
Aug. 6,...... 34,553 1 34,354 199 1RO 29 3 14 145 166
340003 | 34l147 16 179 35 45 18 129 108
L03,629 | 34,418 211 204 37 73 77 127 127
© 34,470 | 34,174 296 272 40 48 87 128 170
Sept. 34,529 | 34,228 301 222 50 81 58 168 164
34,008 ] 34,104 6 385 53 —06 34 136 136
34,552 1 34,285 267 327 60 17 174 152 142
34,617 | 34,584 33 395 64 28 115 73 201
Oct. Lo 35.444 | 34 982 462 581 73 147 304 164 277
34,260 | 34,284 --24 239 74 - 52 51 127 188
34,654 ) 34 358 296 172 65 4 12 178 121
34,576 | 34,577 -1 232 63 -35 22 60 113
34,715 | 34,437 278 94 60 33 7 128 87
34,886 | 34,082 804 67 41 240 |........ 191 67
33,754 | 33,791 -3 39 26 -7 4 159 35
34,741 | 34,567 174 58 26 ! 7 1 134 47
34,684 | 34,500 184 73 26 55 3 106 54
34,817 | 34,504 313 66 21 61 6 151 44
34,419 1 34,276 143 28 14 37 . ! 136 27
35,139 | 34,900 233 44 13 6 i t 128 33
.| 34,836 | 34,025 211 219 12 75 42 134 37
335,011 | 35,197 414 253 13 129 57 208 56
1976- Jan.  7....... 335,551 | 35,227 324 67 10 59 ... 12 o 102 11 175 56
..1335,802 | 35,639 163 45 8 £ B =2 | —94 2 188 43
. 336,193 ) 35,996 197 153 10 —-62 28 -2 77 91 18 170 30
335,072 ) 34,907 165 58 8 49 10 28 oo 23 15 111 33
Feb. 4....... 335,069 | 34,652 417 57 12 —14 ... 139 16 198 41
oo 0 (433,779 | 33,729 50 51 12 200 ... —31 14 144 37
I8#......1334.604 | 34,034 570 56 10 —~23 4 —154 10 222 42
25r......1333 664 | 33,770 - 106 148 10 —48 | —251 24 71 42
I
I Beginning with week ending Nov. 15, 1972, includes $450 million of  for July 1972, p. 626. Categories shown here as “‘Large” and “All other”

reserve deficiencics on which IR, Banks arc allowed to waive penalties
for a transition perjod in conneclion with bank adaptation 1o Regulation J
as amended effective Nov. 9, 1972, Beginning 1973, allowable deficiencics
included are (beginning with first statement week of quarter): Qf, $279
million; Q2, $172 million; Q3, $112 million; Q4, $84 million. Beginning
1974, QI1, $67 million; Q2, $58 million. Transition period ended after
second quarter, 1974, For weeks for which figures are preliminary, figures
by class of bank do not add to the total because adjusted data by class are
not available,

2 Beginning Nov. 9, 1972, designation of banks as reserve city banks
for reserve- quunrum.nt purposcs has been based on size of bank (net
demand deposits of more than $400 niillion), as described in the BULLETIN

parallel the previous “Reserve city” and “*Country” categories, respectively
(hence the series are continuous over time).

3 Beginning with week ending Nov, 19, 1975, adjusted to include waivers
of penalties for reserve deficiencies in accordance with Regulation D
change ctfective Nov, 19, 1975,

Notr.-—Monthly and weckly data are averages of daily figures within
the month or week, respectively.

RBorrowings at . R, Banks: Based on closing figures.

Effective Apr. 19, 1973, the Board’s Regulauon A, which governs lend-
ing by I'.R. Bank: was revised 10 assist smaller member banks to meet
the seasonal borrowlm, needs of their communities,
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BASIC RESERVE POSITION, AND FEDERAL FUNDS AND RELATED TRANSACTIONS

(In millions of dollars, except as neted)

Basic reserve position
B Less N l\';l surplus, or
Reporting banks ! oo _(Ii!_K” =)
and
week ending fxcess Net Per cent
re- Bor- inter- ot
servest | rowings | bank P Amount avg,
at LR, | Federal required
Banks funds reserves
trans.
Total---46 banks !
1976 Jan. 120 6 11,696] 11,583 70,3
[ DI 1o, 144 16,130 97.4
[ 105] 14034 -14,145 84.7
83 1ol 12,112/ —12038 76.5
teb. 2000 ... 11598 11,3858 72.4
56 2l 16,6050 16.551 108. 6
2020 14,526' 14,315 92,1
-35 86| 13,149 13.270 87.8
&in New '
1976— Jan. 3.1 3(", 45.,9;
5,574 79.8
3382 196
2,632 41.3
l
Feb., 4....... J XY IR 2,479 36.5
X TR 5.645 90.8
176). ... .. J.84Y; - 3,673 56.9:
- 47 82 3,591, - 3,720 .3
38 outside
New York City
1976—Jan. 7., .. 94 6 8,560 - 8,478 39.5
4.0 . 36 ... 10,571 --10,607 0.0
... i 22 77| 10,657 -10,712 109.6
28, 67 L. 9,480| -~ 9,413 100.5
Feb, 4....... 9. 9,118 9.018 97.7
| I, 72 2 10,960 10.889 120.9
36)........ 10,678 10,642 117.0
12 4 < 558 49.550 106. 8
5in City of Chicago i
1
1976 -Jan,  7....... B LU 4,428 4,431 267.6
14,...... -8l S.43% .8 441 210
2. -6 77 5,065 - 5,149 297.5
280 29 .00 4,455 - 4,428 276.4
bFeb, 4....... 4,459 4,447 278.3
..., 5.096] - 5,069 321.8
18....... 4.754 4,738 292.7
25, 4,022 - 4,023 256.1
332 others
1976 - Jan. 7....... 98 6 4,138 - 4,046 51.8
14,...... 5,137 - 5,165 65.0
21 0 . 5,592 -5,504 UM
AL, S 400........ 5,026 - 4,985 04.2
Feb, 4....... 85). ... 4,650 4,571 59.9
... 46 2 5.804 5,820 78.2
R....... 200, ..o 5,924] ~5.904 9.0
25,00, 14 4l 5.536 5,527 75.0
i

|
I Related transactions with
U.S. Govt. securities dealers

Interbank Federal tunds transactions

Gross transiacions : Net transactions
T Total Bor-
(wo-way Pur- Loans row- Net
Pur- trans- chises Sales Lo ings loans
chases Sales ] actions?] ol net of net ' dealers?] from
buying | selling | dealers4
banks banks '
- — P
|

< | ,
7,478| 5,623 13,552] 1,850 3,203 s74) 2,720
6,200 4,877 17,473 1,329 3,009 176 2,723
$1617]  4,943) 14,714 675 2,989 322 2,067
6,250 5.2900 1},072 960 2,298 4767 1,822
18,090 6.496 5,544 12.547 082 2.432 436 1,996
23.009 6.405 5.584  17.426 521 2,562 285 2,277
21,194 0,008 6,240, 14,948 422 2.074 297 1,777
18,675 5,527 5.006] 13,669 520 2,133 414 1,718
4,718 1,645 1,141 3,634 504 1,536 180 1,356
6,277 704 583 5,094 121 1,655 103 1,582
4,261 879 695 1,560 184 1,384 78 1,307
3,914 1,282 997 2,917 285 1,072 7 RS
3,735 1.256 I, 108 1.301 104 1. 197
6,341 696 06 1,418 e 1317
5,152 1,304 1.304 1.061 16 946
1,263 672 672 1.295] 97, 1.199

1
1
14,399) 5,833 44810 9.918) 1,352} 1,757 941,363
16,072 5,502 4,294 11,778 1,208 1,444 274 1,170
15,396 4,739 4,246 11,148 491 1,608 245 1,360
14,449 4,969, 4,294| 10,155 675 1,226 RIY 837
14,3506 5.240 4,435 9.920 805 1.131 332 799
16,669 5.709 4,888 11.781 821 1.145 204 Y41
16.042 5,364 4,9421 11,100 422 1.013 182 832
14,413 4.854" 4,334 10,079 520 8§37 318 520
1

5,273 B4s 828 4,448 17 566
6,320 893 8613 5.464- A1) S8y
6,109 1,044 1,025 5,084 19 ST
5,692 1,238 1,213 4,479 25 449
5.707|  1.248] 1,223 4,484 25 3y
6.230 1,140 1109 S5.128 32 425
6,117, 1.363  1,324] 4.79% 39 400
5.451| 1.429 1,393 4,057 35 320
‘),I:(»g 4,988 5,473 1,335 1,191 94 M7
(),74()| 4,609 6,315 1,177 838 274 S82
9.287) 3,698 6.0064 4721 1,033 245 789
8,757 3,73 5,676 651 777 384 88
8,048 3,992 3,212 5.437 781 744 332 412
10,432, 4,569 3,779 6,653 790 720 204 slo
9.925 4,001 3,618 G6.307 383 613 182 432
8.962] 3,426 2,941 6,021 485 s17 MR 200

1 Based upon reserve balances, including all adjustments applicable to
the reporting period, Prior to Sept. 25, 1968, carryover reserve deficiencices,
ilany, were deducted. Excess reserves tor later periods are net of all carry-
over reserves. Beginning with week ending Jan. 7, 1976, adusted to
include waivers of penalties for reserve deficiencies in accordance with
Regulation D change etfective Nov. 19, 1975,

2 Derived from averages for individual banks for entire week. Figure
for each bank indicates extent to which the bank's weekly average pur-
chases and sales are offsetting,

3 Federal funds loaned, net funds supplied to cach dealer by clearing
banks, repurchase agreements (purchases ol securities from  dealers
subiect to resale), or other lending arrangements.

4 Vederal funds borrowed, net funds acquired from cach dealer by
clearing banks, reverse repurchase agreements (sales of” securities to
dealers subject to repurchase), resale agreements, and borrowings secured
by Govt, or other issucs.

NoT Weekly averages of daily figures, For description ot series
and back data, see Aup. 1964 BULLETIN, pp. 944-74,




Ab F.R. BANK INTEREST RATES o MARCH 1976
CURRENT RATES

{Per cent per annum)

Loans to member banks—

Under Sec. 10(b)2 L.oans to all others under
Under Secs. 13 and 13a! i last par, Sec. 134
Federal Reserve .
Ban Regular rate Special rate3
Rate on | Effective | Previous | Rate on | Effective | Previous | Rate on | Effective | Previous | Rate on | Effective { Previous
2/29/76 . date rate 2/29/76 date rate 2/29/76 date? rite 2{29/76 date rate
Boston.......coon 5ih 1/19{76 6 6 1/19/76 614 614 1/19/76 7 814 1/19/76 9
New York. . 515 1/19/76 6 6 1/19/76 614 614 1/19/76 7 814 1/19/76 9
Philadelphia 514 1/19/76 6 6 1/19/76 615 614 1/19/76 7 814 1/19/76 9
Cleveland . . . 515 1/19/76 6 6 1/19/76 614 6145 1/19/76 7 814 1/19/76 9
Richmond........ 5lh 1/19/76 6 6 1/19/76 614 6145 1/19/76 7 814 1/19/76 9
Atlanta.......... 514 1/19/76 6 6 1/19/76 614 614 1/19/76 7 814 1/19/76 9
Chicago. . 515 1/19/76 6 6 1/19/76 614 615 1/19/76 7 814 1/19/76 9
St. Louis 514 1723776 6 6 1/23/76 615 614 1/23/76 7 81 1/23/76 9
Minneapolis...... 515 1/19/76 6 6 1/19/76 614 614 1/19/76 7 814 1/19/76 9
Kansas City...... 5la 1/19/76 6 6 1/19/76 64 - 614 1719476 7 814 1/19/76 9
Dallas........... 514 1/19/76 6 6 1/19/76 614 614 1/19/76 7 815 1/19/76 9
San Francisco... .. 5lp i 1/19/76 6 6 1/19/76 614 614 1/19/76 7 815 1/19/76 9
1 Discounts of eligible paper and advances secured by such paper or by 3 Applicable to special advances described in Section 201,2(e)(2) of
U.S. Govt. obligations or any other obligations eligible for F.R. Bank Regulation A,
purchase. 4 Advances to individuals, partnerships, or corporations other than

2 Advances secured to the satisfaction of the F.R. Bank. Advances member banks sccured by direct obligations of, or obligations fully
secured by mortgages on 1+ to 4-family residential property are made at guaranteed as to principal and interest by, the U.S. Govt. or any
the Section 13 rate. agency thereof,

SUMMARY OF EARLIER CHANGES

(Per cent per annum)

Range F.R. Range F.R. Range F.R.
Effective (or level)—| Bank Effective (or level)—| Bank Cffective (or level)—| Bank
date All F.R. of date All F.R, of date All F.R. of
Banks N.Y. Banks N.Y. Banks N.Y.
In effect Dec. 31, [955..... 24 215 11964—Nov. 24, ......vv0 /-4 4 1971—Nov. -5 5
4 9, 434 4y,
1956 —Apr. 215-3 23 Dec. 415-43 434
234-3 234 [1965—Dec. 414 17. | 4h-434 41
Aug. 2 2343 % 414 1 414
3 ) 1967—Apr. 4 : 1973—Jan. 5
1957--Aug. 3 -3 3 Feb. —5‘ 51
¢ wme| Nov. 20....0.cvenn o 4n Mar, 2.0 At | 3
Nov. 3 131 3 27 e % 4% Apr. 23eiiuiiiinns 1/,_5!/4 5i4
Dec, 3 3 1968—Mar, 5. .. 0eeveee. 414-5 414 May 4..,........ 5% 54
19581 3 220 e 5 Moo 5’/;’-6 6
58—Jan. 3 19, o ereennns ~51 sy, | . BBaooe..e b
23 Apr. 2(), ........... s 51 /i " 512 June ... 6 -6 614
Mar, 244 Aug. 160, .00iuin. 51/4 514 sij 15000 iiiii 614 6lh
214 30, 514 5ij July 200000000 7 7
2% Dec. 18,1100 Sess | 3k Aug. 14000000 7 | s
Apr. 1% 20 ... A 515 P2 P % 4
May 13, :
Aug. 1% J1969—Apr. 4..... Cerees 5146 6 1974—Apr. 25...0.00000.| 714-8 8
Sept. 2 [ T [ 6 K1 J 8 8
2 Dec. Y.iiiennnnns 73%-8 7%
Qct, 2 1970—Nov. 11, .......... 5% 6 7% 7%
Nov, 214 1 1/4 () 5%
1 53 N975—Jan, TY-T% 7%
1959—Mar. 3 Dec. 51/, 53/. 534 %—7’/4 714
3 51453, 514 71
May 315 51, 51 Feb. 6%—71/4 634
June 1, 3 G634
Sept. 4 1971—Jan. SY-51 SV, Mar. 6Y4-6% 644
4 51 54 N 614
1960---June 4 g "55:'/4 g% May 6 6_6 Vi g
7 S
o ll .
I 434-5 5 1976—Jan. 19........... 514-6 51
Lue. H e ¢ 4 23100000 4 H
ept. : Tuly 16.mnneeinei| 4%-=5 5
1963—July 31 A P 5 5 In effect, Feb. 29, 1976. ... 51 5%
3

Notr.—Rates under Secs, 13 and 3a (as described in table and notes
above). For data before 1956, see Banking (mrl ’Wonelary Statistics, 1943,
pp. 439-42, and Supplement to Section 12, p.
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RESERVE REQUIREMENTS ON DEPOSITS OF MEMBER BANKS

(Deposit intervals are in millions of dollars.

Requirements are in per cent of deposits.)

Net demand 2

Fffective
date !
i

In effect
Jan. 1, 1963, .......

1966—Juiy 14,21,
S 8,15,

1968—Jan. 11,
1969--Apr, 17..
1970—0ct. L......

Time 3
(all classes of banks)

Other time
Savings

QOver 5

Beginning Nov. 9, 1972

Net demand2,4 Time?
| Other time
Iffective . -0 . 07 T ___ -
date ! 0-5, maturing in - Over 5%, maturing in-- -
0.2 2-10 10--100 10Q- Qver Savings I R R
400 400 !
180 180
! 30-179 | days to | 4 years | 30-179 | days to | 4 years
! days 4 years | or more| days 4 years | or more
M 1
— e = = e e S S Y
1972—Nov. 9...... oo ' g 110 12 o161, 1 1T 73 73 15
Nov. 16000 vve cvinnn ool ) O P DR e e
1973—July 19, ..o 102 1214 131, 8 | N e . Ve
1974—Dec. 12,..... P N P . 127 2% PRI PRI e s 6 3
1975—Feb. 13, ,......... 7% 10 12 13 1< S P P I [ e
[0 T SR 1 I 3 L5 S I 3 81
1976—Jan. 8.0 oveeenn|onnnn. N T . 3ovosay oo b . 8215 | ool
In effect Feb. 29, 1976, . ... 7Y 10 12 | 13 ' 165 ’ 3 ( 3 ’ 8214 | 81 ( 6 8214 ‘ 8]
Present legal Timits: , Minimum Maximum
Netdemand deposits, reserve city banks. ... .. 10 22
Net demand deposits, other banks. . ........ 7 14
Time deposits v oo vv i iie i 3 10

I When two dates are shown, the first applies to the change at reserve
city banks and the second to the change at country banks. For changes
prior to 1963 see Board's dnnual Reports.

2 (a) Demand denosits subject to reserve requircments are grass de-
mand deposits minus cash jtems in process ol collection and demand
balances due from domestic banks,

(b) Requirement schedules are graduated, and each deposit interval
applies to that part of the deposits of each bank.

(¢) Since Oct. 16, 1969, member banks have been required under
Regulation M to maintain reserves against foreign branch deposits
computed on the basis of net balances due from domestic offices to their
foreign branches and against foreign branch loans to U.S. residents.
Since June 21, 1973, loans aggregating $100,000 or less to any U.S. resident
have been excluded from computations, as have total loans of a bank to
U.S. residents if not exceeding $1 million. Regulation D imposes a similar
reserve requirement on borrowings from foreign banks by domestic oflices
of a member bank. The reserve percentage applicable to each of these
classifications is 4 per cent. The requirement was 10 per cent originally,
was increased to 20 per cent on Jan. 7, 1971, was reduced to 8 per cent
effective June 21, 1973, and was reduced to the current 4 per cent effective
May 22, 1975, Initially certain base amounts were excnipted in the com-
putation of the requirements, but effective Mar. 14, 1974, the last of these
reserve-free bases were eliminated. For details, see Regulations 1D and M.

3 Effective Jan, 5, 1967, time deposits such as Christmas and vacation
club accounts became subject to same requirements as savings deposits.
Beginning Nov. 10, 1975, profitmaking businesses may maintain savings
deposits of $150,000 or less at member banks. For details of 1975 action,
sec gcgulations D and Q, and also BurLeTINS for Oct,, p. 708, aund Nov.,

. 769.
P Notes 2(b) and 2(c) above are also relevant to time deposits.

4 Fffective Nov. 9, 1972, a new criterion was adopted to designate re-
serve cities, and on the same date requirements for reserves against nct
demand deposits of member banks were restructured to provide that each

member bank will maintain reserves refated to the size of its net demand
deposits. The new reserve city designations are as follows: A bank having
net demand deposits of more than $400 million is considered to have the
character of business of a reserve city bank, and the presence of the head
oflice of such a bank constitutes designation of’ that place as a reserve
city. Cities in which there are F.R., Banks or branches are also
reserve cities, Any banks having net demand deposits of $400 million or
less are considered to have the character of business of banks outside of
reserve cities and are permitted to maintain reserves at ratios set for banks
not in reserve cities. For details, see Regulation D and appropriate sup-
plements and amendments.

5 A marginal reserve requirement was in effect between June 21, 1973,
and Dec, 11, 1974, against increases in the aggregate ot the following types
of obligations: (a) outstanding time deposits of $100,000 or more, (b)
outstanding funds obtained by the bank through issuance by a bank’s
affiliate of obligations subject to existing reserve requirements on time
deposits, and (¢) beginning July 12, 1973, funds from sales of finance bills.
The requirement applied to balances above a specified base, but was not
applicable to banks having obligations of these types aggregating less
than $10 million. For details, including percentages and maturity classifi-
cations, see “'Announcements” in BULLETINS for May, July, Sept., and
I3ec. 1873 and Sept. and Nov, 1974,

6 The 165 per cent requirement applied for one week, only to former
reserve city banks, For other banks, the 13 per cent requirement was
continued in this deposit interval.

7 See columns above for earliest effective date of this rate.

8 The average of reserves on savings and other time deposits must be
ilt least 3 per cent, the minimum specified by law. For details, sce Regu-
ation D.

NoTE.—Regquired reserves must be held in the form of deposits with
F.R. Banks or vault cash.
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MAXIMUM INTEREST RATES; MARGIN REQUIREMENTS u MARCH 1976

MAXIMUM INTEREST RATES PAYABLE ON TIME AND SAVINGS DEPOSITS

(Per cent per annum)

Rates _luly 20, 1966—June 30, 1973

Lflective date

Type and sivze July 20, Sept. 26, Apr. 19, Jan. 21,
ol deposit 1966 : 1966 | 1968 1970
Savings \lcposits..............! 4 4 | 4 41
Other time deposits: 1 . |
Multiple maturity:2 i |

30-89 days. . e 4 ! 4 | 4 414
‘)()dmsml \'L ) S [ 5

=2 ¥ PP > 5 5 P05 o S5l

2 years or nmrc - 5%

Single-maturity
Less than %1()() 000: .

J0 days to L year....... | S

[-2 years. ..ot © 51 3 5 514

2 years or More. ., ... .. J ! 5%

5100,000 or more: .

30-59 days. e eenni A | Sa (3

60-89 day i i R (3

90-179 (ld)\ LSy ! S [ (€3]

180 days to 1 \mlr . | o6y Y

I year or more, ...... 1 , 64 (©)]

Rates beginning July 1, 1973
I o
: Lifective date
i
- - e
Type and size S July 1, Nov. I,  Nov, 27, | Dec. 23,
ol deposit 19 1973 1974 1974
|S.1vmgs deposits, oo 5 5 5 S
Ouher time deposits (mullmlc
and single-maturity): !, 2
Less than $100,000:
30-89 days. ..ol . 5 5 5
90 days to 1 year 514 515 '/z '/z
1-214 years. .. 0 [ i
214 years or more. 614 (4% ()1/; (;'/;
Minimum denomination
4 of $1,000:4
—O YeArS. ..o -1 ;7Y
6 yc;};rs OF MOTS . w. .. } ) 7% 7% { 712
Governmental uri R () (6) %) 7Y
$100,000 or more......... Y (&)} (@] [©)

L For exceptions with respect 1o certain foreign time deposits, see
BoLrrerin for Feb, 1968, p. 167,

2 Multiple-marurity time deposits include deposits that are automati-
cally renewable ar maturity without action by the cepositor and deposity
that are payable atter written notice of withdrawal.

3 Maximum rates on all single-maturity time deposits in denominations
of $100,000 or more have been suspended. Rates that were cltective

Jan. 21, 1970, and the dates when they were suspended are-
30 59 davy 614 per cent] -
; o2 i > 24, 1970
60 39 days 61, per cent/ June 24, 197
90-179 days 634 per cent’
180 days to | year 7 percent» Mayv 16, 1973

7
1 year or more 714 per cent]

Rates on multiple-matunity time deposits in denominations of $100,000
or more were suspended July 16, 1973, when the distinction between
single- and multiple-maturing deposits was eliminated.

4 Effective Dec. 4, 1975, the $1,000 minimum denomination does not
apply to time deposits representing tunds contributed to an Individual
Retirement Account established pursuant to 26 U.S.C, (ILR.CL 1954) §408.

5 Between July 1 and Oct. 31, 1973, there was no ceiling for certificates
maturing in 4 years or more with munimum denominations of 31,000,
The amount of such certificates that a bank could issue was limited to

3 per cent of its total time and savings deposits. Sales in excess of that
amount were SllhjLLl to the 6% per cent ceiling that applies to time de-
posits maturing in 2 ,z yeurs or more,

& tive Nov, 1973, a ceiling rate of 7V4 per cent was imposed on
certificates nmmrmL, in 4 years or more with minimum denominations
of $1,000. There is no limiation on the amount of these certificates that
hdnks may issue,

6 Prior to Nov. 27, 1974, no distinction was made between the time
deposits of governmental units and of other bolders, insofar as Regula-
tion Q ceilings on rates payable were concerned. Liffective Nov. 27, 1974,
;.owlnmt.nml units were permitted to hold suvings deposits dnd muld
receive interest rates on time deposits with denominations under $100,000
irrespective of maturity, as high as the maximum rate permitted on sut.h
deposits at any Federally insured depositary institution.

NOTE, - Maximum rates that may be paid by member banks are estab-
tished by the Board of Governors under provisions of Regulation Q;
however, a member bank may not pay a rate in excess of the maximum
rute payable by State banks or trust companies on like deposits under
the |d\\\ of the State in which the member bank is located. Beginning
Feb, 1, 1936, maximum rates that may be paid by nonmember insured
cmmncrciul hunks, as established by the FDIC, have been the same as
those in eflect for member banks.

For previous changes, see carlier issues of the BULLETIN,

MARGIN REQUIREMENTS

(Per cent of market value)

Period For credit extended under Regulations T (brokers and dealers),
U (banks), and G (others than brokers, dealers, or banks)
On margin stocks On convertible bonds
Beginning Landing _ R _ On short sales
date date \ (1)
T ‘ ¥ ‘ G T ‘ u G
. o e - . e bl o -
1937—Nov. 1 1945--Feb, 4., . . 40 50
1945—-1-¢cb. 5 July 50 50
July 5 {946—Jan. 75 75
1946—Jan, 21 1947-—)an. 100 100
[947—*Veh. i 1949-—Mar, 5 75
1949—Mar, 30 1951-—Jan. 50 50
1951—J)an, 17 1953-—Feb. 75 75
1953-—Feb. 20 1955—Jan. 50 50
1955—Jan. 4 Apr. 60 60
Apr. 23 1958—Jan, 70 70
1958—J)an. 16 Aug. 50 50
Aug. 5 Oct. 70 70
Qct. 16 1960—July 90 90
1960-—July 28 1962—July ¢ 70 70
1962—July 10 1963—Nov, 5... 50 50
1963—Nov. 6 1968—Mar, 10.......... 70 70
1968—Mar. 11 June T7........ 70 50 70
June 8 1970—-May - 80 60 80
1970—May 6 1971 —Dec, 65 50 65
1971—Deec. 6 1972—Nov. S8 50 55
1972—Nov., 24 1974—Jan. 65 50 65
Effective Jan. 3, 1974, .. ...l . 50 50 50

Revufations G, 1

Land U, preseribed in accordance with the Securities Exchange Act of 1934, limit the amount of credit
se and carry martin stocks that may be extended on securities as collateral by prescribing a maximum loan value, which is
a specified percentage of the market value of the collateral at the time the credit is extended;

margin requirements are the dilference

between the market value (100 per cent) and the maximum loan value, Fhe term margin stocks is defined in the corresponding regulation.
Regulation G and spectal margin requirements for bonds convertible into stocks were adopted by the Board of Governors eftective

Mar. 11, 1968.
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TRANSACTIONS OF THE SYSTEM OPEN MARKET ACCOUNT

(In miltiens of dollars)

AS

Treasury bills!
Period e N
Gross | Gross |Redemp-
pur- sales tions
chases
1970 5,214 2,160
1971 3,642 1,064
1972... 6,467 2,545
1973.. 4,880 3,405
1974 5.830 4,550
1975....... .. 11,502) 5.599 6,431
Jan., 34) 045
F 57 460
{ 760 156
Apr 2,119 318
May 903 354
June 421 161
July.. ..ol | 1.505
Aug 32, 282
2,118 ...... 200
1,263: 766 400
Y83 652 919
[.984 ... .. 200
1976—Jan.. ... 243 1.239, 600
|
|
Total outright! J
Period I o _~
Gross !
pur- Gross  Redemp-
chases sales tions
12,362 5.214 2,160
12,515 3,642 2,019
10,142 6.467 2,662
18,121 4,880 4,592
13,537, 3,830 4,082
20,892! 5,599 9,559]
1975—Jan... 746 945 00"
Feb., . 673 460 9200
Mar, | 3,362 156 1,788
Apr. 3,189 318 506
May. 953 354 407,
June 1,217 161 450
July. .| ... 1,505 800
Aug 2,574 282 2,389
Sept 2,940, . ....... 200
Oct. 1,263 766 400
Nov 1,693 652 919
Dec 2,281|........ 200
1976—Jan.. . 563 1,239 600

2_002;'.

Matched
sale—purchase
transactions
(U.S. Govt.
securities)

Gross
Gross pur-
sales chases

12.177) 12,177

16,205) 16,205

23,319 23,319

5,780 45,780

61,229 627801

151,205 152,132
t

9,237 10,367

7,167 6,634

15,933 16,763

12,375 12,216

2.996 3,044

12.914) 13,026

K 15,139

13,730

19,835

16.113

15,207,

10,058.

11.407) 1l .5()3|5

278 562
48] ...
-265 267[..
28 118
..... 1o e
Repurchase \
agreements Net
(U.S. Govt. change
securitics) ' in LS.
e — Govt,
securi- ‘
Gross tics
pur- Gross
chases sales  *
33.859 33,85‘-)\ 4,988
44,741 43,519 8,076
A,103 32,228 --312.
74,755 74,795 8,610
71.333 70,947 [ILE)
140,311 I,‘&‘).SJXl 7.434
9,260 8,748 844
11,267 10,305 -258,
s,000 0,928 M|
12,774 §.5510  6.428
19,489  21.952, —2,224
15.219 16,810 --87)
5.977 6,146: --2,860,
8,146 6,881 0663
16,664 14,857 4,451
13,699 13,838 186
14,342 17,275 —2.047
8,464 7.247,  2.797
18,135 14,919]  2.037
|

Federal agency obligations

Qurright I Repur-

chase

: .oagree-
Gross 8¢

les or ments.
pur-  redemp-i net
chases tions I
........ ISR R
485 ..., 101
1,197 370 —88
&65: 239 29
3087 1228 409
1,616 24«{ 392
........ |4| B\
376 §1 240
210 2 --347
........ 2 883
........ 97 - 567,
........ 6 --255
........ 2 -Gl
353 40 90
394 ] 203
284 0. — 124
........ | 169
................ 118
239, 187

Outright transactions in U.S. Govt, securitics, by maturity (excluding matehed sale purchase transactions)

Others within 1 year? : 1--5 years 5 -10 years Over 10 years
I e e i....___ [ e — - ——e
Jixch.,
Gross | Gross maturity| Gross | Gross | Lxeh, or| Gross | Gross | Lxeh. or[ Gross § Gross | Exch. or
pur- sules  shifts, or|  »ur- | sales [ maturity|  pur- sales | materity|  pur- | sales | maturity
chases redemp- | chases shitts chases shitts chases shifts
tions :
99 —3,483 848 5,430 249,...... --1,R45 93
1,036 —6,4020 1,338 4,672 RN . 685 K1
12 2,933 789 —1,405 RED] —2,094 167...
~- 140 579 --2,028 5000, ..... 895 1291..
—1.314 797 av7 A434(. ... .. 1.675 196, .
. 4,275 L5100 ... | 4,69 1,070
........ ol .. 26|..
T4].
A
......... 164|.

........ i 71|
Bankers
aceeplances,
net
Net
. _. — change
Repur-
chase
Out- agree-
right ments
=6l 4 UR2
22 181 8,866
) —145 272
--2 —36 9,227
SH 420 6,144
163 —35 8,539
103 136 87
S 12 39 04
N 323 136
24 w6 7,829
S5 3750 -3,207
- 62 121) - 1,317
oo 2.926
1 156 1,222
14 94 5,155
49 50 445
=21 =300 2,537
15 385 3,315
5 98 2.567

1 Before Nov. 1973 BurLLETIN, included matched sale-purchase trans-

actions, which are now shown separately.
2 Inctudes special certificates acquired when the Treasury borrows

directly from the I'ederal Reserve, us (ollows: June 1971,
38; Aug. 1973, 351; Sept. 1973, 836; Nov. 1974, 131; Mar.

Aug. 1975, 1,989,

95!

; Sept. 1972,
1975, 1,560;

bankers aceeptances,

Note.

totals because of rounding,

3 Net change in U.S. Govl, sceurities, Tederal agency obligations, and

-Sales, redemptions, and negative figures reduce System hold-
ings; all other figares increase such holdings. Details may not add to



Al0 FEDERAL RESERVE BANKS

o MARCH 1976

CONSOLIDATED STATEMENT OF CONDITION OF ALL FEDERAL RESERVE BANKS .

(In millions of dollars)
:I
Wednesday [ Fnd of month
tem 1976 l 1976 1975
Yeb. 25 Feb, 18 Feb. 11 Feb. 4 Jan, 28 Teb. 29 Jan. 31 Feb. 28
Assets
GO Certilvate QCCOUN Lo i e 11,599 11,599 11,599 11,599 11,599 11,599 11,599 11,621
Special Drawing Rights cervficate account. ., ..., 500 500 500 500 500 500 500 400
SN et e e e 405 404 404 401 394 409 405 360
Loans:
Member bank borrowings 688 58 62 44 138 51 66 77
[T Y S T T T e O S B P T T T iy JA Y
Autpmnu
Bought mm ihto oo oo oo 685 700 720 740 741 677 747 669
Fleld under repurchase agreements Sit Wy 308 415 374 483 324
Federal agency obligations: . .
Bought outright. . 6,310 6,311 6,311 6,311 6,312 6,607 6,312 4,983
Held under repurchase agreements 234 A 2 393 7 305 347
V.8, Govt, seeurities: H
Bought outright: )
Bills e e e o et e i, 36,880 36,539 36,279 35,568 35,690 37,388 35,707 35,139
Certificates—3Special F T P [ e I [
L0 1§ T o 1P O P (O I
LS S 44,505 44,225 44,425 44,425 44,236 44,505 44,236 40,495
Bonds..oooveiiiii i 5,854 5,798 5,595 5,595 ,595 5,854 5,595 3,535
Fotal BOUgh OULEENE. « o v eeeeeeeneanneenn 87,230 | 186,559 | 186,299 | 185,588 | :85,521 | 187,747 | !85, 538 T 79 169
Held under repurchase agrecments, oo sevaeJon s S,774 L2 T, 2,815 6,118 | 1,243 4, 4'43 ,917
Total U.S. GOVE SCCURILItS .1 e+ eeverriereeaensns T 93,000 | 88,830 | 86,299 © 88,403 | 91,639 ; 88,990 | 89,971 | él,osts
' ;
Total loans and securities 101,438 96,418 | 93,392 96,007 99,638 | » 96,769 97.884 87,486
Cash items i process of »7,728 » 0,991 7,249 8,049 ,543 6,074 5,868 5,638
Bank premises. ... 128 325 325 324 325 329 325 271
Operating equipment. 16 15 13 13 13 16 13 Lo,
Other assets:
Denominated in foreign currencies. . 289 294 301 296 33 2
Allother. oo iii i 2,388 3,040 3,046 2,421 3,00+ 2,732
TOUU ASSCLS e e e et P 124,688 ’ mfxm " 120,240 I» 118,413 _-1—19'52 lmlO& sio
Liabilities ' ) N T ' T 1T
LR NOLeS e 74,792 75,250 75,129 74,427 74,267 74,421 73,899 68,078
Deposits:
NMember bank reserves. oo e #29,385 | 26,003 26,007 28,751 29,503 ) »24 555 27,306 28,644
ULS, Treasury—QGeneral account oo 10,836 9,603 6,705 7,800 10,360 10,366 10,075 2,884
FOreisn . oo on i i e s 201 2582 257 5 209 412 294 409
Other:

AlLOIRCIZ. . e e s 975 501 594 717 627 809 651 90t
TOUS QEPOSHS v v et oneeae et aairnearai e 141,457 | 736,359 | 33,653 | 37,493 | 40,609 | 236,142 | 38,326 | 32,838
Deferred availability cash items. oo 5,004 7,118 4,938 5,334 4,949 4,454 4,248 4,268
Other liabilities and acerued dividends, coooonnnon 1,165 1 ()7‘_ 1,051 1,052 1,121 1,067 1,098 1,098
LU TABTIECS +« v e eev s e e eete e anae e 122,418 | 7 119,796 114~771 118,306 | 121,036 |» 116,084 | 117,571 | 106,282

Capital acconunts

Capital paid 0. o e e 939 937 936 934 934 940 938 808
Surplus. oo oion 929 929 929 929 928 929 928 897
Other capital accounts . oo eivi e 402 286 180 71 444 460 498 433
Total liabilities and capital accounts. v evvovionn » 124 688 17121 ‘)43 ll() 816 120,240 123, 142 » l 18 411 ll9 ‘)12 108 ‘10
Contingent lability on acceptances purchased for T _—!--_ T . - ) T T T T T

fOreinn COTTESPONUCILS . ot vttt ve e ie i cn] e cineanneasfecenresres|ooriinnnan]ienmiinn]iiiin i, 130
Marketable U.S, Govt. securities held in custody for . _

foreign and international acCOUNTS, v v avvevuv et 44,739 . 44,203 43,990 43,672 44,145 43,650 43,124 38,849

Federal Reserve Notes=—I‘ederal Reserve Agents® Accounts
. e i . —_——.

I.R. rotes outstanding (issued to Bank). oo s 80,847 ’ 80,963 80,975 | 81,138 81,328 80,820 81,228 74,245
Collateral held against notes outstanding:

Gold certificate account., 11,596 11,596 11,596 11,596 11,596 11,597 11,596 3,457

Special Drawing Rights ¢ e account 302 302 302 302 302 302 302 93

Acceptances, ... .. B T T T L L T U L T o T PR RN 425

U.S. CHOVL. SCCUTICS « 1 v et 70,7007 9107107 97107 91,7107 T 91,7007) 94107 0,710 72,162
Total coNAteral. .o v vt e e 83,608 | 83,608 | 83,608 | 83,608 | 83,608 | 83,600 | 83,608 76,137

I Sec note 2 on p. A-2,
2 See note 6 on p. A2,
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MATURITY DISTRIBUTION OF LOANS AND U.S. GOVERNMENT SECURITIES
HELD BY FEDERAL RESERVE BANKS
(In millions of dollars)
Wednesday . LIind of month
Item 1976 r 1976 1975
i Feb. 25 Feb. 18 Feb. 11 Feb. 4 . Jan. 28 Feb. 29 . Jan. 31 | Febh, 28
Loans- Total. ..o i 688 58 62 43 138 1 51 64 ! 77
Within 15 days 688 57 57 26 133 51 48 . 74
1600 AAYS. ot v et e it s I 5 17 5 oo 16 3
9ldays to Lyear. .o oviviineininneianna o v e
Acceptances—Total ..o e 1,196 1,003 720 1,045 1,156 1,051 1,230 993
Within 15 days. ..o vviiiiirnrennner i, 620 414 94 F | 493 505 470
1690 4ays. . oo e e 419 413 438 459 ! 463 399 467 425
9l days to L year. .. vveiniann it 157 176 188 208 200 147 205 98
U.S. Govt. securities--Total, ..o 93,010 88,889 86,299 88,403 91,639 88,990 89,971 81,086
Within 15 days! 10,176 5,592 8,243 11,069 8,761 4,675 7,552 4,649
[6-00 days. ..o e 17,155 17,887 15,590 15,727 20,655 18,489 20,302 22,196
91 days to 1 v 22.853 22,884 21.213 20,354 : 21,159 23,000 21,053 ' 21,059
1.-5 years. ... 30,85 30,677 30.572 30,572 30,383 30,855 30,383 20.733
B0 VOIS . v vt ettt e e 7,557 7,494 6,526 6,526 | 6.526 7,557 6,526 10,035
Over TO YOUIS . o v vt it iie e 4,414 4,355 4,155 4,155 ' 4,155 = 4,414 4,155 2,414
Federal agency obllt,ntmns -Toml ................. 6,544 6,468 6,311 6,515 1 6,705 ! 6.677 6.617 5.330
Within 15 days! . 326 221 35 204 412 ! 162 324 514
16-90 days, ..... 135 ! 160 189 224 | 183 146 183 122
91 days to | year, . 873 845 845 845 870 938 870 608
I-5years,.......ooovvnii.n . . 3,270 3,302 3,302 3.302 ! 3,302 3.419 3,302 2,541
S lO YOOI s 4 v vttt 1,302 1,302 1,302 1,302 1,300 [ 1 ,364 1,300 1,025
Over 10 YearsS. e it s 38 638 638 638 638 l 648 (38 | 520
L Holdings under repurchase agreements are classified as maturing
within 15 days in accordance with maximum maturity of the agreements.
BANK DEBITS AND DEPOSIT TURNOVER
(Seasonally adjusted annual rates)
Debits to demand deposit accounts! Turnover of demand deposits
(billions of dollars)
Period - T T T
Leading SMSA’s Total 232 Leading SMSA's Total 232
Total |___ . _.__ __| SMSA’s 226 Total |_ | SMSA’s 226
33 ' {excl, other 233 (excl. other
SMSA's N.Y. 6 others? N.Y.) SMSA’s | SMSA’s N.Y. 6 others? N.Y.) SMSA’s
21,853.9 | 10.157.8 4,868.4 | 11,696,0 ! 6,827.7 127.1 321.8 125.4 83.3 67.3
22,950.1 | 10,918.0 4,992.8 | 12,032.1 7,039.3 133.1 343.2 126.2 85.5 69.6
1] 10,2411 4.899.9 | 11,939,0 7.039.0 124.8 320.4 117.0 81.9 67.8
.11 10,810.3 4,770.6 | 11,895.4 7,124.9 122,5 330.3 114.3 81.8 6R.8
\’I‘ly .6 | 10,826.1 4,852.6 | 11,912.5 7,059.9 128.9 333.9 120.1 82.8 68,2
June, .5 ] 10,612,2 4,755.2 | 11,891.3 7,134.6 124.4 328.6 115.7 81.6 66.7
July..... .91 10,7095 4,841.1 | 12,118.3 7,277.2 126.2 331.0 115,7 81.6 68.2
Aug.....ooviiniia .4 110,628 .8 5,125.1 1 12,640.5 7.515.4 130.4 335.0 124 .4 86.2 1.2
Septovve i, .91 10,585.0 5.153.0 [ 12,596.9 7.443.8 128.8 330,7 123.8 85.1 70.0
[ .1] 11,801.5 4,921,311 12,335.6 : 7.414.3 134.0 364.0 118.7 83.5 69.8
h 7] 11,529.9 4,937.3 | 12,537.8 7,600.5 134.0 360.8 | 119.5 84.9 71.5
Dec.......c.oooiit 23 565.1{ 10,970.9 4,932.5 | 12,594.2 7.661.8 131.0 351.8 118.4 84.7 n.6
1976—Jan...........oool L 23,853.5 | 11,5177 4,797.5 | 12,335.7 7.538.2 132,58 366.0 L1s5.6 83.0 70.4

1 Excludes interbank and U.S. Govt, demand deposit accounts.

2 Boston, Philadelphia, Chicago, Detroit, San Francisco—Oakland, and

Los Angelcs—Long Beach.

Nortt. --Total SMSA’s include some cities and counties not designated

as SMSA's,
For back data see pp. 634-35 of the July 1972 BULLFTIN.
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MEASURES OF THE MONEY STOCK

(In billions of dollars)

|
Seasonalty adjusted Not seasonally adjusted
Period I e T T Ty T T o | '__
; My ‘ A M ‘ My Al Al M A { My | Ms
Composition of measures is described in the Noti: below.

1973- 270, 8 | 7.4 9195 6349 982.,9 278.3 576.5 921 .8 640, 5 ‘ 985.8

1974 28301 I 612.4 981 .6 702.2 1,071 .4 291.3 617.5 981.8 T08.0 1,074.3

1973 26819 710.2 1,086.1 278.5 615.2 990, 3 04.4 1,079.6

2841 712.8 1,093,8 281.4 622.7 1,005.0 710.8 1,093.1

284.9 7151 1,101t 286.5 631 .1 1,020.0 16,9 1,105.8

287.6 | 718.8 | 1,110.4 282.9 63,0 | 1,057 716.0 11,1008

291,0 | 64204 726.5 1,124.3 290.3 643.5 1,044.5 725 .8 1,126.8

2919 | 6475 729,06 1,133.7 2021 647.8 1,055.0 729.1 1,136.3

012 0 650,06 729.3 1,139.3 290.0 647.2 ' 1,087.1 728.4 [,138.3

293.6 652.9 739 "1,147.2 291,7 649.5 | 1,062.8 732.2 1,145.5

293 .4 6557 L07s 736.6 L1868 202.4 653.0 | 1,070.3 136.8 1,154.0

2957 661 .6 1,086.0 743.4 1, 167.7 297.6 659.7 1,080, 1 742.5 1,162.9

2950 663.3 [11,091.8 740,2 1,174.7 303.4 668.4 - 1,093.6 151.8 ['1,177.0

1976 Jan...... ... RO ( 669.0 1,102,3 T48.2 1.181.5 301.2 674.1 1,105.8 752.6 1 1.184.3
NOTE.- - Composition of the money stock measures is as [ollows: Ma: Vo plus the average of the beginning and end-of-month deposits
ol mutual savings banks, savings and loan shares, and credit union shares

Mz Averages ol daily figures for (1) Lh.nmp(l deposits of anerthl (nonhank thrif).

Govt,, less cash items in
;,n demand balinces at F.R,
1. R. Banks, and vaults of

banks other than domestic interbank and U
process of collection and LR, float: (1) forei
Banks; P (3) curreney outside the Treasury,
sial banks.

s Averises of daily figures lor Ay plus savings deposits, time de-
posits open account, and (nue certificates of deposic vther than negoti-
able CD's of $100,000 of large weekly reporting bunks.

Ma: Mo plus large negotiable CIY's.
A ALy plus large negotiable CD's,
‘ot a deseription of the latest revisions in M,
ision of Money Stock Measures'™ on pp.
TIN,
monthly and weekly figures are available fram the Boaed’s, HL.6
1se. Back data are available from the Banking Scction, Division of
Research and Statistics.

Az, M3, Ay and M, see
82-87 of the leb. 1976

COMPONENTS OF MONEY STOCK MEASURES AND RELATED ITEMS
(In billions of dollars)

Seasonally adjusted

—— | - RS,

; Commercial banks i
Time anmd savings Non-
Period deposits T bank
Cur- e- . .. thrilt
ren- mand insti-
cy de- (-
Pos- tions2

s CD'sV ! Other | total

1973 Dec 61 .5 | 200.0 63.5  300.9 | 304.4 ‘ 348.0
1974—Dec 67.8 | 218, 89.8 3293 419.1 . 369.2
1978 921 ' 336.2 | 428.3 | 375.9
80.8 3390 | 428.7 | 380.7
88.4  341.8 ] 430.1 | 386.0
85,1 346.1 | 431.2 | 1.6
84,1 . 351.4 [ 435.5 | 397.8
82.1 | 355.5 | 437.6 | 4041
78.8 | 357.4 | 436.2 | 410.0
79.1 | 35921 438.3 | 415.2
80,9 ) 362.3 ] 443,21 420.0
1.8 1 365,09 ) 447,6 § 424 4
82.9 , 368.3 | 451.2 1428.5

|
1976 .lun..........l 74,2, 221.2 79.2 ‘ 373.7 ] 452.9 4333

1

Not seasonally adjusted

| Commercial banks

o — e el

| emand deposits ‘Time and savings Non- U.S.

| deposits bank | Govt.
Cur- o | e b thrift de-
ren- ! insti- pos-
Cy ' Do- tu- itsd

mes- tions2
Total | Mem- tic CI>'s? | Other | Total
ber non-
nem-
ber

62,7 | 215.7 | 156.5 56.3 64.0 | 298.2 | 362.2 | 345.3 [§}
69.0 | 222.2 | 159,7 - 58.5 90.5 | 326.3 [ 416.7 | 366.3 4.9
67.8 | 210.6 | 151.8 55.8 83.2 336,71 425.9 ) 375.2 3.3
68,8 | 212.6 | 153.4 | 56.0 88.1  341.4 | 429.4 | 383.3 3.8
69.1 217.4 | 156.9 57.4 85.8 © 344,06 | 430.4 ! 388.9 4.0
70.0 | 212,9 | 153.4 56.6 84.1 3491 | 433.2 , 393.8 4.1
7.2 02191 | 157.2 58.9 82.3 | 353.2 ] 435.5 | 401.,0 4.2
71.9 1 220.3 | 157.9 59.4 81.3 | 355.7 | 436.9 | 407.2 3.4
72.1 1 217.8 | 155.8 59.0 81.1 | 357.11 438.4 | 409.9 2.7
71.9 1 219.9 [ 157,0 59.7 82,7 | 357.7 ] 440.5 | 411.3 3.9
72.5 1 219.9 ) 156.6 60.3 . 83.7 ] J60.7 ] 444.4  417.2 3.4
73.9 | 223.6 ) 158.9 61.5 : 82.9 | 362.1 ] 444.9 | 426.4 3.5
75.0 | 228.4 | 162.1 62.9 83.5 | 365.0 | 448.4 | 425.2 4.2
73.7 | 277.6 | 161.9 62,5 78.5 | 372.8 | 451.3 | 431.7 3.8

I Negatinble tinwe certificates ot &!c{m.\il issucd in denominations of
‘5100 (10() m more by large weekly reporting commercial banks,
ing md end-of-month figures for dqmsus ol
mutual savings banks, lur savings capital atsavings and toan associations,
and tor credit union shares.

3 At all commercial banks.

See also Note above.
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AGGREGATE RESERVES AND MEMBER BANK DEPOSITS

(In billions of dollars)

Member bank reserves, S.AL)
5.
Period Non- . i
Total bor- Re- Avail-
rowed | quired [ able2 Time
Totai and

! savings
1973-- Dec.. ... 34.98 33.69 | 34.08 3278 442.8 279.7
1974 - Dec b 36,63 35.90 | 36.37 34.42 486.9 322.9
1975--Jan.....| 36.37 35.97 1 36.22 34.2) 490. 1 328.2
Teb. L] 35.49 35.34 | 35.30 33.50 . 490.9 329.1
Mar....] 34.99 34.88 * 34.79 32.94 493.4 329.2
Apr....| 35.08 34.97  34.92 33.00 | 494.1 329.7
Mayl..| 3}4.74 34.67 @ 34.58 32.77 493.7 328.6

June. .. [ 35.07 34.685 1 34.87 32,90 | 499.5 330.5 ,

July....| 34.98 34.068 | 34.79 32.89 408.3 330.8 ©
Aug....| 34.88 34.67  34.6Y 32.77 496.3 328.4
Sept....| 34.99 34.59 , 34.80 32.77 498 .4 320.8
Oct.l...] 34.79 34.60 ;34,58 32.061 500. 1 33310
Nov....| 34.73 34.67 | 34.44 32.43 505.9 336.1
Dec....| 34.75 34.62 | 34.49 32.44 506.0 338.7
1976 Jan.l...| 34.32 34.24 | 34,08 32,17 506.2 338.9

Deposits subject 1o reserve requirements$

Total member
bark deposits

; plus nondeposit
N.S.A. items 4
Demand Demand
- Time

' Total and ' S5.A NS AL

Private * U.S. savings b Private U.S.

Ciove. ' Gaovt.
155.1 ¢ 5.0 | 447.5 278.5 164.0 5.0 449 .4 454.0
160.6 3.4 491.8 321.7 166.6 3.5 495.3 500. 1
159.3 2.6 4951 327.2 165.0 2.9 497.7 502.6
159.9 1.9 487.0 326.5 158.0 2.4 497.4 493.§
161.7 2.5 491.6 328.9 1598 2.8 499.9 4081
161.7 2.7 495.4 329.1 163.2 kN 500.8 502.2
162.6 2.5 491.8 329.8 159.0 3.0 501.2 499.2
165.8 3.2 497.5 330.2 164.2 3.1 506.5 504. 8
164.9 2.6 497.2 330.2 164.5 2.5 505.1 504.0
165.1 2.8 494 . K 3310.5 162.3 2.0 503.3 501.8
165.6 3.0 4991 332.2 164.0 2.9 505.5 506. 1
164.0 3.0 500.4 334.7 163.3 2.5 S08.0 508.3
165.9 3.9 503.0 334.3 166.7 2.6 5t4.1 51149
164.4 3.0 510.9 317.2 170.7 31 514.4 519.3
164.7 2.6 Sttt 3137.9 170.3 2.9 i 514.1 519.0

1 Averages of daily figures, Member bank reserve series reflect actual
reserve requirement percentages with no adjustment to eliminate the
eftect of changes in Regulations D and M. There are breaks in series
because of changes in reserve requirements eflective Dec. 12, 1974, Feb.
13, May 22, and Oct. 30, 1975, and Jan. 8, 1976, [n addition, eftective
Jan. 1, 1976, statewide branching in New York was instituted. The sub-
sequent merger of @ number of banks raised required reserves because ol
higher reserve requirements on aggregate deposits at these banks.

2 Reserves available to support private nonbank deposits are defined
as (1) required reserves for (a) private demand deposits, (b) total time
and savings deposits, and (¢) nondeposit sources subject 1o reserve re-
quirements, and (2) excess reserves, This series excludes required reserves
or net interbank and U.S. Govt. demand deposits,

3 Averages of daily figures. Deposits subject to reserve requirements
include total time and savings Jdeposits and net demand deposits as defined
by Regulation D). Private demand deposits include all demand deposits
except those due to the U,S, Govt,, less cash items in process of collection
and demand balances due from domestic commercial banks.

4 “Total member bank deposits” subject to reserve requirements, plus
Euro-doellar borrowings, loans sold to bank-related institutions, and
certain other nondeposit itens. This series (or deposits is relerred to as
“the adjusted hank credit proxy.”

Notr.  Back data and estimates ol the impact of required reserve
changes may be obtained from the Banking Section, Division of Research
and Statistics, Board of Governors of the Federal Reserve System, Wiush.
ington, D.C. 20551,

LOANS AND INVESTMENTS AT ALL COMMERCIAL BANKS

{1n billions of dollars)

Scasonally adjusted Not seasonally adjusted
i 1 oans Securitics Loans Seeurities
Total - - Tetal .
Date l"l‘:)‘:ls Commercial l‘:i:"“" Commercial
: and industeial , and and industrial 3
invest. Plus and mdu;stfl L Us. Invest Plus .ll_lfl__lilhlrl 1l
ments! | Totall | loans Plus | Treas- [ Other4| mentst | Total! | loans Plus Other+
sold2 [ Total I«)i\lis ury 501d 2 Total loans
sold2 sold2
1971—Dec. 3l... 484.8 320.3 | 323.1 | 115.9 | 117.5 60,1 | 104.4 497.9 328,3 ] 331,01 [ 118.5 | 120.2 64.9 1 1047
1972—Dec. 31... 556.4 377.8 | 380.4 | 129,7 | 131.4 61,9 [ 116.7 571.4 387.3 | 389.9 | 132.7 | 134.4 67.0 ' 117.1
1973—Dec. 31... 630.3 447.3 | 451.6 1 155.8 | 153.4 52,8 | 130.2 647.3 458.5 | 462.8 | 159.4 | 162.0 58.3  130.6
1974—Dec, 3156, 687.1 498.2 | 503,0 { 182,6 | 185.3 48.8 | 140.1 705.6 5107 1 515,51 186.8 | 189.6 54.5 | 140.5
1975— Mar. 26 697.0 498.3 | 503.0 | [8BO.9 | 183.7 58.5 | 140.2 692, 5 492.3 | 496.9 | 180.5 | 183.3 59.3 | 140.9
Apr. 30. 699, 1 495.0 ] 499.6 | 180.5 | 183.2 64.0 | 140.1 6981 4931 | 497.7 | I81.1 | I183.8 63.3 | 141.7
May 28. 702.0 492.8 | 497.5 | 179.1 | 181.9 68,2 | 141.0 6Y8.3 4016 | 496.3 | 178.7 | 181.5 65.0 | 141.7
June 30. 705.0 489.9 | 494.6 | 176.3 | 179.2 72,4 | 142.7 709.3 497.2 | 501.9 ¢ 179.0 | 181.9 63.2 { 143.9
July 3 706.4 489.6 | 494.1 177.6 | 180.4 73.4 | 143.4 704.9 491.7 | 496.2  177.5 | 180.3 ov.6 | 143.6
Aug. 710.4 490.7 | 495.2 | 177.5 § 180.3 - 75.6 - 1441 705.6 489.7 | 494.2 | 176.0 | 178.8 72.1 143.8
Sept. el THLG 400.4 | 494.9 | 176.4 { 179.2 77.1 % 1441 71,5 401.7 | 496.2 | 176.8 | 179.6 75.4  144.3
Oct. .. 715.0 4941 | 498.8 | 177.9 | 180.8 75.1 | 145.8 713.3 492.4 | 497.1 1 176.6 | 179.5 76. 1 144 .8
Nov. 262, 7213 498.0 | 502.7 | 178.9 | 181.7 , 76.3 | 147.0 720.9 496.0 | 500.7 | 177.8 | 180.6 79.6 - 145.3
Dec. 31r...7  717.2 494.7 | 499.1 177.7 | 180.3 77.9 | 144,06 734.4 505.1 | 509.5 | 181.1 | 183.7 84.2 ' 145.1
1976—Jan. 28%.,.. 720.5 495.4 | 499.7 | 178.1 | 1R0.6 : 80.2 | 144.9 719.5 490.6 | 494.9 * 176.0 | 178.5 84.9 | 144.0
Feb. 252... 725.2 496.2 | 500.7 1 177.1 ] 179.8 4.4 | 144,06 719.3 490.2 | 494.7 - 175.3 | 178.0 85.6 | 143.5

1 Adjusted to exclude domestic commercial interbank loans.

2 Loans sold are those sold outright for banks’ own toreign branches,
nonconsolidated nonbank affiliates of the bunk, the banks' holding
company (if not a bank), and nonconsolidated nonbank subsidiaries of
the holding company. Prior to Aug. 28, 1974, the institutions included
had been defined somewhat differently, and the reporting panel of banks
was also different. On the new basis, both “Total loans” and “Com-
mercial and industrial 1oans’ were reduced by about $100 million,

3 Reclassification of loans at one large bank reduced these loans by
about $400 million as of June 30, 1972,

4 Farmers Home Administration insured notes included in “Other
securities’ rather than in loans beginning June 30, 1971, when such notes
totaled about $700 million. .

5 Data beginning June 30, 1974, include one large mutual savings
bank that merged with a nonmember commercial bank, As of that date
there were increases of ubout $500 million in loans, $100 million in “Other
securities,” and $600 million in *“Total loans and investments.”

banks were reduced by $1.5 billion in connection with the ligui
of one large bank. Reductions in other items were: “Total loans,” $1.0
billion (of which $0.6 billion was in “Commercial and industrial loans™),
and *‘Other sccurities,”” $0.5 billion, In latc November “*Commercial and
industrial loans” were increased by $0.1 billion as a result of Joan re-
classifications at another large bank.

Notk.—Total loans and investments: For monthly data, Jan. 1959..
June 1973, see Nov. 1973 BULLETIN, pp. A-96-A-97, and for 1948-58,
Aug. 1968 BurLiEnN, pp. A-94-A-97. Lor a description ol the current
scasonrally adjusted series see the Nov, 1973 BuLLETIN, pp. 831-32, and
the Dcec. 1971 BuLLktin, pp. 970173, Commercial and industrial foans:
For monthly data, Jan. 1959-June 1973, se¢ Nov. 1973 BULLETIN, Dp.
A-96-A-98; tor description see July 1972 BuLLLTIN, p. 683, Data are for
last Wednesday of month except for June 30 and Dee, 31; ¢ partly
or wholly estimated except when June 30 and Dec. 31 are call dates.
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COMMERCIAL BANKS o MARCH 1976

PRINCIPAL ASSETS AND LIABILITIES AND NUMBER, BY CLASS OF BANK

(Amounts in millions of dollars)

Deposits |

| Loans and investments Total
. e— | assels—| ——— - — R .o -
Total i
Classification by ‘ | Securities [ T Interbank3 Other i Total | Num-
FRS membership L Cash | bilities — T R L ( Bor- Teapital 't ber
and FDIC l \‘.msclsJ and B l | Tow- | ac- of
insurance Total Loans I capital T'owal? ‘ Demand ings | counts | banks
I U.S. | Other ac- De- R |
| Treas- 2 counts4 manid l Time l Time3s
,ooury Other
i | I Govt. |
| | __|__ s L |
Tast- \\Ldnt\dd} of-month series ®
!
All commercial banks: ;
194!~ Dec. 31.. SO,746)  21,714] 21,808 7,235) 26,551 79,104 71,283 10,982 44,349 15,952 23 7,173 14,278
1947-—Dec. 317 [16,284] 38,057] 69.221] 9.006{ 37,502 155,177| 144,103] 12,792 240, 1,343 94,367 35,360 65 10,059 14,181
1960—Dec, 31...[ 199,509} 117,642 61,003( 20,864 52,150 257,552 229,843 17,079 1,799 5,945 133,379 71,641 163} 20,986 13,472
1970 —Dec. 318..1 461,194] 313,334 61,742 86,118] 93,643! 576,242| 480,940( 30,608 1,975 7,938| 209,335 231,084| 19,375[ 42,958 13,0686
1971-—Dec, 3...] 516,564] 346,930 64,‘)30104 704| 99,832, ()40 25 5 537,946] 32,205| 2,908| 10,169, “20 375 ”72 2891 25,912) 47,214 13,783
1972--Dec. 3. 598,808| 414,690 67,028|117,084(113,128 739,033 ()I() 037] 33,854, 4,194 10,875 252,271 314,801 38,083 52,658 13,927
1973—Dec. 31. 683,799| 494,947 58, 277”0.574 118,276 835‘224 ()8|,847 36,839| 6,773 9,865] 263,367 3()5.002 58,904 58,128 14,171
1974—Dec, 31. 744,107] 549,183| 54,451|140,473 |28,042 919,552 747,903] 43,483(L1,496; 4,807 267,506, 420,611 58,3691 63,650 14,465
1975—Feb, ..| 725,480) 531,390 54,550,139,540(103,880, 879,080 702,500f 29,930/10,440: 2,()30,I 234,610/ 424, 890 64,79q 64,340 14,499
Mar. .. 731,690f 531 440 59,3301140,920{(05, 850! 889,370 712,520) 30,41011,680, 3,950, 236,900) 429,580, 63,370, 65,220; 14,525
Apr. . 731,100 526 1201 63,280,141 ,700(114,140 899,110 723,060{ 33,140,11 480} 7,910, 242,580 427 SSO\ 61,340 65, H)()- 14,537
May .| 733,690] 527, 1030 65,000:1 41 ,660(114,400 901,280 725,590| 32,510|11,200| 2,950; 246, 410 432,520] 61 ,70()I ()5,08() l4,558
June 747,551 535,493 68,191(143,868/128, 716| 930,719 754,324} 42,582[11,209| 3,117| 264, 1027 433,389 62,420, 66,557 14,573
July .| 738,8501 525,640 69,620!43,59010(),780 900,210 724,350 33,160:10,830| 2,230, 243, 470 414 660 61,800 66,150 14,583
Aug. ..| 740,590) 524,700} 72,060i143,830{(04,030 898,940, 723,090 Jl Sl()l() 5708 2,850; 242,2 | 435,870 59,770, 66,580| 14,595
Sept. .| 742,300} 522,580] 75,440144,280(105,160 903,440 724,490 28010 ‘)9() 3,220| 240, ()HO 438,920 60,790, 66,900( 14,612
Ocr. .| 745,150 524, 2()0 76,050/144,840(109,140 911,930 733,730 3l ,SJOII 210| 2,700 247 ()10. 440 ‘)(»0 60,3100 67,440/ 14,629
Nov, .| 754,780] 529, 1890 79,5501145,340]1 21 ,37( ‘)34,450 749,140] 34,470/11,160" 3,600] 256, 1970 442.‘)40 60,3601 67,8500 14,625
Dec, ! A T7,380) 542, 0‘)0 84,2200145,0701128,270 958 410, 781,770] 41,660111,830 3,170 278,280 446,830| 58,100 (v8,5|0| 14,630
1976- Jan. 280.. 753,420 524,510 84.420143 990(1 11, ()S() 421,760( 738,930] 32,000(11,160, 3,880 245\23(]) 446,660! 66.780) 68,600, 14,612
Feb, 28v.. 754,4600 525,38C| 85.580(143,500(109 420l 922, ‘)10 736,760} 31 ‘45()1()‘9‘)0\ 4,110 242.250 447“)61)] 68,000 68,880 14.612
M St ! |
.R. System: : i
1941—Dee. 31 43,521 18,0211 19,539 5,961[ 23,113 68,121, 61,717] 10,345 40| 1,700 37,136, 12,347 4 5,886 6,619
1947—Dwec, 31, 97,840 12,(:28 $7,914) 7,304] 32,845 132,060| 122,528] 12,353 50| 1,176 80,609 23,340 54| 8.464] 6,923
1960—1dec. 31, 165,619 99,933| 49,100 16,579| 45,756, 216,577| 193,029 16,437 1,639! 5,287| 112,393 §7,273 1301 17,398 6,174
1970~ Dec, 318,.] 365,940] 253,936 45,399( 66,004 81, 1500| 465 ,644| 384,596] 29,142| 1,733 6,460, 168,032 179,229| 18,578 34,100 5,767
1971—Dec, 31...| 405,087] 277,717 47,633| 79,738| 86, "89] 511 353 425,380] 30,612( 2,549| 8,427 174,385 ’0*) 406 25,046] 37,2790 5,727
1972—Dec. 31...] 465,788] 329,548| 48,715| 87,524| 96, 566, 585 125| 482,124] 31,958 3,561] 9,024 197,817 239,763 36,357 41,228 5,704
1973—-Dec. 3[...| 528,124] 391, 1032] 41.494] 95598 l()(),O‘)H ()55,898 526,837| 34,782 5.843° 8,273| 202,564 275.374| §5.611] 44,741 5 735
1974 .Dyec. 31...; 568,532 429,537] 38,921{100,073[106,995 715,615 575,563] 41,062({10,052 J,IRJ 204,203, 317,064| 52,850) 48,240] 5, 780
1975—Feb, 26..." 549,144] 412,076 38,628 98,440] 88,4301 678,970| §35,250| 28,157 8,991 ‘)8‘) 178,596 317,517| 58,868 48,741 5,785
Mar. 26...| 552,957] 411,4406| 42,544] 98,967 89,685 685,906| 542,076] 28,564,10,231 2,7‘)4 180,214 320,273| 58,030 49,219, 5,785
Apr, 550,756] 406.676 45,142 98,938 !)6,6‘)4| 692,147 549,824] 31,10210,433! 6,212 184,093 317,384 55,738] 49,267 5,789
May 551,264 405.803( 46 918 08 ,543( 06,455 691.485] 549,996} 10,191} 9 751) 2,178] 187,439 320,437 56,140 49,188 5,790
June 30...| 562,667| 412,939 49,610100,118{107,152 7l6,364 573,382) 39,847 9,576 2,166] 201,197 320,596 56,334 50,257 5,794
July 30...! 553,545] 403, 742 50,0500 99,753| 89,898 688,756 547,222 30,980| 9,198 |,541| 184,595 320,908| 56,094| 40,951| 5,796
Aug. 27...| 554,007 402, "281( 51,899 99,827 87,208 686,266 545,021] 29,335| 8,932 2,099 183,283 321,372| 54,175 50,281] 5,792
Sept. 24...!1 555.096{ 400,695) 54,355100,046] 88,004] 689,717} 546,360) 29,150) 9,360} 2,343 181,3401 324 167] 54,929 50.543" 5,792
Qct, 29... 556,383] 401 4‘)2 54,54(»!()(),345 91, '397 6‘)5,3I2' 552,649] 29,568 9,578, 1,952| 186 851| 324,700. 54,250 50,963 5,796
Nov, 26...] 564,055) 405 825 57,477)100,753{102, 1106 714,149] 564,856] 32,064 ‘),527 2,708 194, 1502 320, '0s5 60,1621 51,199 5,792
Dec. 317, 577,678] 416 03‘) 61,23800,401|107, '211] 733,267 591,358 38,595(10,197| 2,226 211 4I8‘ '!28 922 52,756 51,748 5,789
1976— Jan. 28. 563,471 402,067) 61,710 99,694} 93,794 705,136) §56,298] 29,7121 9,529 2.908) 185,783 328 366) 61,022] 52,067 5,767
Feb. 280, 563, 183| 401,937| 61,875 99,371} 91 710| 704 ,398| 552,940] 29,145 ‘),357i 2,977 183,463| 327,9981 62,052| 52,2361 5,767
! | \
Call date series
' - ’ 1 1 T
Inslurod' banks: | ( ,
otal: . '
1941 —Dec. 31... 49,290 21,259 21,046- 6,984| 25,788 76,820 69,411 10,654 1,762, 41,298 15,699 10 6,844 13,426
1947—Dec. 31... 114,274] 37,583 67,941 8,750 36,926| 152,733 141,851 12,615 54 l.325| 92,975 34,882 61, 9,734 13,398
1960—Decc. 31... 198,011 ll7,092‘ 60,468 20,451: 51,836| 255,669 228,401] 16,921 1,667| 5,932 132,533 71,348’ 149 20,628 13,119
1970—Dec, 318,, 458,919| 312,006 61,438: 85,475 92,708 572,682 479,174] 30,233( 1,874] 7,898 208,037} 231,132 19,149 42,427 13,502
1972—Dec. 31... 594,502 411,525 66,679(116,298(111,333 732,519| 612,822 33,366| 4,113( 10,820 250.693| 313,830 37, 556 52,166( 13,721
1973—Dec. 31, 678,113 490,527, 57,961(129,625 l16,266| 827,081| 677,358 36,248 6,429 9,856 261,530 363,294| 57, 5'4|| 57,603 13,964
1974-- Dee, . 734,516 541,111 54,!32!3‘),272!25,375! 906,325{ 741,665 42,587:(0,693 4,7‘)9I 265,444 414 ,142) 55,988 03,039] 14,216
1975—June 30... 736,164] 526,272 67,833142,060(125,181, 914,781| 746,348| 41,24410,252 3,106 261,903 416,962’ 59, 310 65,986| 14,320
Sept. 30... 740,882 521,673 73,382140,627,117,774] 911,981| 741,758| 37,652( 9,876 3,606( 252,945 425,382] 58, ’32¢! 67,579; 14,357
National member: : :
1941—Dec, 31... 27,571 11,725 12,039 3,806| 14,977 43,433| 39,458 6,786 1,088 23,262 8,322 4l 3,640, 5,117
1947—Dec. 31... 65,280 21,428| 38,674 5,178 22,024| 88,182 82,023] 8,375 35 7951 53,541 19,278 45 5,409 5,005
1960—Dec, 31... 107,546] 63,694 32,712 11,140) 28,675 139,261) 124,911] 9,829 611 3,265 71,660 39,546 111 11,098 4,530
1970 —Dec, 318.. 271,760] 187,554| 34,203 50,004| 56,028| 340,764; 283,663] 18,051 982 4,740, 122,298 137,592 13,100| 24,868 4,620
1972—Dec. 31... 350, 743 247,041 37,185 66,516| 67,390| 434,810 359,319| 19,096 2,155 6,646 146,800] 184,622| 26,706 30,342 4,612
1973—Dec. 31... 1398,236) 293,555 30,962 73,718! 70, 71 489, 1470 395,767 20,357] 3,876 5,955 152,705 212, '874| 39 6‘)6\ 33,125 4,659
1974—Decc, 31... 428,433] 321,466( 29,075 77,892 76,523| 534,207 431,039} 23,497| 6,750 2,437 154,397 243,959| 39,603 35,815 4,706
1975—June 30... 428,167} 312,229| 37,606: 78,331 75,686 536,836 431,646 21,096 6,804 1,723‘ 152,576 242,492 41 954I 37,483, 4,730
Sept, 30... 428,507} 307,230 40 872] 76,929 72 216| 534,415 427 42[ 20 250 6, ,795 1,963I 146,382 245, ,783| 42, 071 38 346| 4,738

Tor notes see opposite page.
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Deposits |

Loans and investments |
e o . Total - _ e
assets - I ;
Classification by Securities Total Interbank 4 Other \ Total  Num-
I'RS membership e . ._. Cash lin- . f_____ —— Bor- | capital . ber
and FDIC sassets D bilities , row- ac- of
insurance Total | Loans 5.S. and ‘ Total? ! Demand ‘ ings | counts [ banks
1 Treas- | Other capital 1e- o rime :
ury 2 ae- mand | Time 51 |
counts?; U.S, | Other : \
| . Govt. | l
1
Call date series
. | | :
Insured banks (cont.): | [
State member: |
1941-. Dec. 2 15,0500 6,295 7,500/ 2,155 8,145 24 638] 22,259 31,739 621 13,874| 4,025 Ll 2,246 1,502
1947—1Dec. 32,566] 11,200 19,240 2,125 10,822 43,879 40,505 3,978| 15 380 27,068] 9,062 9 3.055] 1,918
1960—Dec. 58.,073] 36,240 16,304 5,430| 17,081 77.316 68, 118] 6.6081 11,0281 2,022, 40,733 l7 727, 20| 6,299 1,644
1970-~ec. : 94,7601 66,963 11,196 16,600 25,472]125,460/101,512) 11,091 750) 1,720] 45,734| 42,218| 5,478] 9,2321 1,147
1972—Dec. . 115,426 82.889( 11,530 21,008 29,176/150,697,123,186] 12,862 1,406 2,378( 51,017 55,521 9,651] 10,886( I, ()‘IZ
1973—Dee. 31, 1130.2400 97.826] 10,532 21 8RO} 29387166, 73011314218 [4.425]  1,968] 2.318] 49 859| 62.851115,914| 11,617] 1,076
1974— Dec, 31,...[140,373[108,346] 9, 846] 22,181 304730181 ,683[144,796] 17,505 3,301 746| 49,807| 73,380(13,247! 12,425 1,074
1975—June 30...{134 .759[100,9681 12,004 21,787 31.466{179 787 141 .995] 18.75] 2,771 443 48 621] 65.654 14,380 12,773 1,064
1975 Sept. 30...1135,003] 99,854 12,234| 21,240; 28.842|176,267|139,270] 16,125] 2,427 490 46, (416[ 67,958.13,211 13,009 1,057
Nonmember: . } |
1041- -Dec. 3,0 5,776] 3,241 1,509 1,025 2,668! 8 7081 7,702 129 53| 4,162 3,360 6 9591 6,810
1947 -Dec, 31, 16,444] 4,958 10,039 1, 448] 4,083 20,691 19,342 262 4 149" 12,366 6,558 71 1,271 6,478
1960  Dec. 3 32 411 17,169] 11,368 3,874) 6,082 30 {id] 35,391 434, 27 645 20.140] 14,095 191 3,232] 6,948
1970 - Dec. 310 92 399| 57,4891 16,039 18,871 11,208|106,457| 93,998] 1.091 141 1,438| 40,005 51,322 571: 8,326 7,735
1972— Dec. 31....1128 333] 81,594] 17,964 28,774| 14,767 147,013(130,316] 1,408 552 1,796| 52.876 73.()85 1,199 10,938 8,017
1973—Dee. 31....[149 638 99,143 16,467 34,027 16,167 170,831[150.176{ 1,467 5800 1,582] 58.966) 87,569] 1,920] 12,862 8,229
1974—Dec. 3., J165 7090011 ,300] 15,211] 39,199 18,380[190,435|165,827] | ,525 642 1,616 61,240,100,804" 3 138 14,799 8,436
1975 -June 30...]173,238}113.074] 18,223( 41,942 [8,029[198 .157(172.707] 1.397 676 9401 60,706/108.816] 2,976 15.730| 8,526
1975—Sept. 30...]177,37 4,589 20,275} 42,457 16,717;201,299|175,060] 1,277 058 1, 153) 60,147|111,641| 3,041 16,224] 8,562
Noninsured -
nonmember: . ;
1941—Dee, 31.. 1,457 455 761 241: 763 2,283 1,872 329 . 1,291 253 13 329 852
1947—Dec. 317 2,009 474| 1,280 255 576 2,643| 2,251 177 185. 18 1,392 478 4 325 783
1960—Dec. 31.. 1,498 550 535 413 314 1 .hﬂ} 1,443 159 132 13} 846 203 14 as8 352
1970—Dec, 318 3,079 2,132 304 642 934: 4,365 2,57 375 1014 407 1,298 756 226 532 184
1971—Dec, 31, 3,147 2,224, 239 684 1,551 5,130 2,923 380 116 19 1,273} 1,134 283 480 181
1972—Dec, 31, 4:8651 3,731 349 785, 1,794) 7,073 3,77S 488 81 55| 11,5300 [.620 527 491 206
1973—Dec, 31.. 6,192 4,027 316 949 2.010] §,650[ 4.990 591 344 9 1,836] 2,215 1,463 524 207
1974—Dyee. 31, 9,981 8,40] 3190 1,200 2,667) 13,616) 6,627 897 803 8l 2,062 2,857| 2,382 ol 249
1975 . June 30.. 11,725} 9,559 358 1,808 3,534 16,277| 8,314 1,338 vs7 Ill 2,124 3,320| 3.110 570 253
1
Total nonmember: " .
941—Trec. 2., 7,233] 3,696| 2,270 1,266f 3,431 10,992 9,573 57 5,504 3,613 18 1,288] 7,662
1947—Wee, 3....( 18 4541 5,432/ 11,318 1,703] 4,659/ 23,334 21,591 439 190, 167) 13,758 7,036 12) 1,596{ 7.261
1960—Dec. 2....] 33,910] 17,719] 11,9041 4,287 6,396| 40,997] 36,834 643 160 5 20,9861 14,388 33| 3,590 7,300
1970—Dec, 318...] 95,478] 59,621 16,342; 19,514 12,143({110,822| 96,568] 1,460 2431 1,478, 41,303 52,078 796, 8,858 7,919
1971—Dec, 2. (111 6741 69,411 17,297] 24,966 13,6431129 1001112,764] 1,592 3591 1,742) 45,990; 63,081 866] 9,932| 8,056
1972—Dec. 31....|133,198] 85,325 18,313| 29,559 16,562,154,085/134,091} 1,895 6331 1,850( 54,406( 75,305] 1,726: 11, 429 8,223
1973—Dec. 31....|155,830]104,070| 16.743| 34,976 18,177[179 '480. 155.165) 2,057 930 1.592) 60,802) 89,784] 3,383 13.386) 8,436
1974—Dec, 31....[175,690[119,761. 15,530 40,400| 21,047|204,051(172,454] 2,422 1,445| 1,624| 63,302{103,661" 5,520( 15,410| 8,685
1975—June 30 .i184.‘)63 122,633) (8,581) 43,750 21,563(214 ,434/181,021 2,735i 1,633 ‘)SIJ 62,830 112,13(1} 6,086 16,300] 8,779

1 ].oans to farmers directly guarantied by CCC were recld
securitics and Export-lmport Bank portfolio fund participations
reclagsified from loans to sccurities effective .lum 30, 1966. This reduced
“Total loans” and increased “Other securitics’” hv about S0 billion.

“Total loans” include Federal funds sold, and beginning with June 1967
securities purchased under resale agreements, figures for which are in-
cluded in “‘Federal funds sold, ete,,”” on p. A-16,

Effective June 30, 1971, barmers Home Administration notes were
classified as “Other securities” rather than “Loans.”” As a result of this
change, approximately $300 million was transferred to *'Other seeurities”
for the period ending June 30, 1971, for all commercial banks.

See also table (and nqtes) a1 the bottom of p. A-24

2 See first 2 paragraphs of note 1.

3 Reciprocal balances excluded beginning with 1942,

4 Includes items not shown separately. See also note 1.

5 Sec third paragraph of note | above.

6 For the last-Wednesday-of-the-month series, figures for call dates
are shown for June and December as soon as they became available.

7 Beginning with [ec. 31, 1947, the serics was revised ; for description,
sec note 4, p. 587, May 1964 BuLLrLIN.

8 Iigure takes m(o account the following changes, which became
effective June 30, 1969 (l) inclusion of consolidated reports (mdudmg.
figures for all bnnk -premises subsidiaries and other significant majority-
owned domestic subsidiaries) and (2} reporting of figurcs for total loans
and for individual categories of securities on a gross basis—that is, before
deduction of valuation reserves— -rather than net as previously reported.

) 9 Member bank data for Oct. exclude assets of $3.6 billion of one large
bank.

Notr. Data are for all commercial banks in the United States (including
Alaska and Hawaii, beginning with 1959). Commercial banks represent
all commercial banks, both member and nonmember; stock savings
banks; nondeposit teust companies: and U.S, branches r)t foreign banks.

ll;.uru for member banks before 1970 include mutual savings banks
as follows: 3 before Jan. 1960 and 2 through Dec. 1960. Those bunks
are not included in insured commercial banks.

Effective June 30, 1969, commercial banks and member banks exclude
a small national bank in the Virgin Islands; also, member banks exclude,
and noninsured commercial banks include, through June 30, 1970, a small
member bank engaged exclusively in trust business; beginning 1973,
exclude | national bank in Puerto Rico.

Beginning Dec. 3{, 1973, June 30, 1974, and Dec, 31, 1974, June 30,
1975, respectively, member banks exclude and noninsured nonmember
banks include 1, 2, 3, and 4 noninsured trust companies that are member
of the Federal Reserve System,

Comparability of figures for classes of banks in affected somewhat by
changes in F.R., membership, deposit insurance status, and by mergers
ete.

Figures are partly estimated except on call dates.

For revisions in series before June 30, 1947, sce July 1947 BuLLrTIN,
pp. 870-71.



Ale COMMERCIAL BANKS o MARCH 1976
ASSETS BY CLASS OF BANK, JUNE 30, 1975

(Assets and liabilities are shown in millions of dollars.)

Account

Cash bank balances, items in process, «... oo ova..
Currency and coin. ..o,
Reserves with F.R. Banks. ... ...
Demand balances with banks in United Stat
Other balances with banks in United State
Balinces with banks in foreign countries. .. .
Cash items in process of collection........ ... ...,

Total securities held—-Book value
US.Treasury..oooovvieaaaons
Other U.S. Govt. agencies
States and political subdivis
All other securities. ... vvvvvi i

Trad COUNE SECULILIES . o oo ira e anniuns
U.S. T'reasury .
Other U.S. Govt. agencie
States and politicul subdivisions. ..
N Y

Bank investment portfolios.. ... 0
L.S. Treasury.
Other ULS. (Jmt .u..xu S
States and political suhdmsmns ..... ..
AlLOther. e e i i i i e

Federal funds sold and securities resale agreements, . .
Commercial banks...........
Brokers and dealers. . ...
L 13

Other Joans . oo oo e it i i ia e
Real estate loans. , .
Secured by farmland. .
Secured by residential . . .
I- 1o 4-family residences. oo v
FHA Insured. ..o oo
VA guaranteed, . .

[ 111

Multifamily
FHA insured.
Oxhu ................

I.oans to domestic and forcign banks
Loans to other financial institutions., .. ..
Loans on securities to brokers and dealers., .,
Other loans for purch.jcarry securities.,.....
Loans to farmers. oo vun ..
Commercial and industrial loans, .......... o000

Loans to individuals,.....o.oo oo
Instalment loans. . ... N
Passenger automobilies. .. ...
Residential-repair/modernize ..
Credit cards and related plans
Charge-account credit cards. ... .
Check and revolving credit plans.

Other retail consumer goods. ... .
Mobile homes............

Other

Other instalment TOMNS v ree i
Single-payment loans to individuals. .
Allother [oans. oo iiiin i

Total loans and securities. .. .. .ooviuev i

Fixed assc(s—l!ulldmgs, furniture, real estate.
Investments in subsidiaries not consolidated.
Customer acceptances outstanding, . ... ..
ODEE BSSELS .« v v ctii et ieiiinneo e,

Total assets

Number of banks. ... oo i

Member banks* ‘
All Insured Large banks

commercial|commercial . Non-
banks banks member

Total New City of Other All other | banks!

York Chicago large
: City

128,716 125,181 107,152 29,694 4,419 38.925 34,114 21,564
10,102 . 10,079 7,546 569 121 1 2,520 4,335 2,556
26,890 26,890 26,890 5,656 1,800 10.084 9,350 |..........
34,278 v 31,788 19,722 6,940 165 3,710 8,906 14,556
5,727 ° 5,276 1,647 94 1s 1,183 2,284 2.080
2,296 ! 1,833 1,738 438 78 938 285 558
49,422 ; 49,315 47,610 15,997 2,139 20,518 8,955 1,813
209,893 149,728 16,808 5.879 49,992 77,049 62,330

67,833 49,610 7,368 2,189 17,061 22,992 18,581

33,490 20,213 1,754 570 6,348 12,540 12,669

101,091 73,762 7,030 2,828 25,087 38,817 27,711

8,513 7,479 5,144 657 291 1,496 2,699 3,370
6.198 6,188 6,136 2,468 556 2,896 217 62
2,945 2,934 2,909 1,399 344 1,078 | 88 35
941 941 934 239 27 633 35 7
1,907 1,907 1,893 736 17 952 8y 14
406 406 400 95 68 233 5 6
205,860 203,705 143,592 14,340 5,323 47.096 76.832 62,208
65,246 64,899 46,701 5.969 1,845 15,983 22,904 18,545
32,9410 32,549 20.279 1.515 544 5.715 12.505 12.662
99,566 ' 99,184 71,869 6,294 2,711 24,135 38.729 27,697
g, 108 ! 7,073 4,743 562 224 1.264 2,694 3,364
38,841 37.383 28,951 1,747 1,263 14,807 11,133 9,891
34 083 32,625 24,296 852 1,041 11,800 10.604 9,787
3,054 3,054 2,977 108 203 2,195 471 77
1,704 1.704 1,677 787 1v 812 59 27
496,990 | 488,888 384.247 75,339 22,512 142,424 143,973 112,742
131,445 131,246 94,442 7,951 £,332 35,526 49,633 37,003
6,105 6,090 2,676 5 2 327 2,342 3,428
81,360 81,233 59,898 4,265 894 23,532 31,207 21,462
74,612 74,489 54,377 3,150 839 20,932 29,456 20,235
5,626 5.610 4,875 233 55 2,632 1,955 752
3.167 3,147 2,713 181 20 1,418 1,094 454
65.818 65,732 46,790 2,736 764 | 16,882 26,407 19,029
6,748 6,744 5,521 1,115 55 2,600 1,751 1,227
762 761 706 "136 25 331 214 56
5,986 5,983 4.815 978 30 2,269 1,537 1,171
43,981 43,923 31,868 3,681 436 11,667 16,084 12 13
11,155 8,644 8,075 3,543 504 3,252 776 3,080
32,413 32,164 30,964 11,756 4,720 12,175 2, 3!4 1,449
5,534 5,447 5,373 3,931 659 649 34 161
3,836 3,818 3,177 si6 277 {,497 BH7 658
19 07! 19,054 10,768 88 190 2,554 7,935 8,304
178,993 i 174,436 147,242 39,616 12,517 55,802 3‘),3()7 31,751
101,816 101,512 72,8006 4,942 1,540 25,865 40,458 29,010
79,246 79,033 56,275 3.062 804 20,229 32,180 22,971
32,128 32,026 21,423 421 151 6,621 14,230 10,706
5,627 5.61] 4,077 202 49 1,717 2,109 1,550
10,835 10,835 9,551 1,015 399 5,320 2,818 1,284
8,240 8,240 7,389 742 369 4,181 2,096 851
2.595 2,594 2,162 273 29 1,139 7 433
15,273 15,242 10,661 160 104 3,765 6,632 4,611
8.807 8,801 6,340 100 48 2,276 3,916 2,467
6.466 6,441 4,321 60 56 1,489 2,716 2,144
15,383 . 15,318 10,563 1,265 101 2,807 6,390 4,820
22,570 ! 22,479 16,531 1,880 736 5,636 8,278 6,039
12726 | 12568 11,400 2,995 773 5,103 2,529 1,326
747,889 736,164 562,926 93,894 29,654 | 207,223 232,155 184,963
16,254 16,175 12,183 1,263 500 4,894 5,526 4,071
1,820 1,798 1,777 797 146 754 31 42
9,462 9,223 8,993 4,795 427 3.438 332 469
26,917 26,239 23, '592 8,889 1,122 9,756 3,825 3,325
931,057 914,781 716 623 139,333 36,268 264,990 276 032 | 214,434
14,573 14,320 5 7‘)4 12 9 155 5,618 8,779

I Member banks exclude and nonmember banks include 4 noninsured
trust companies that are members of the Federal Reserve System, and
member banks exclude 2 national banks outside the continental United

States,

2 See table (and notes), Deposits Accumuldated for Payment of Personal

Loans, p. 24,

3 Demand deposits adjusted are demand deposits other than domestic
commercial interbank and U.S. Govt., less cash items reported as in

process ol coflection,

Note,—Data include consolidated reports, including figures for all
bank-premises subsidiaries and other significant majority-owned domestic
subsidiaries. Figures for total loans and for individual categories of
securitics are reported on a gross basis—that is, before deduction of
valuation reserves.

Back data in lesser detail were shown in previous BULLETINS. Beginning
with the fall Call Report, data for future spring and fall Call Reports will
be available from the Data Production Section of the Division of Data
Processing.

Details may not add to totals because of rounding,




MARCH 1976 - COMMERCIAL BANKS

LIABILITIES AND CAPITAL BY CLASS OF BANK, JUNE 30, 1975

(Assels and liabilitics are shown in millions of dollars.)

Al7

Account

Demand deposits . ..o
Mutual savings banks.
Other individuals, pdrlmrshlps, and c(up()nm S..
US, Government. . oot
States and political subdivisions........
Foreign governments, central banks, ete
Conunercial banks in United States. ..
Banks in foreign countries. ......
Certitied and oflicers’ checks, etevs oo inn.

Time and savings deposits, .ooo oo i
Savings deposits .
Accumulated for ;\Lrs()nul Joan payments?
Mutual savings banks. . ..., o000 ..
Other individuals, partnerships, and corporations. .
U.S. Government
States and political subdivisions. ..
Foreign governments, central banks, cte
Commercial banks in United States
Banks in foreign countries. . ... o

|
Federal funds purchased and securities sold under

agreements to repurchase. ...
Other liabilities for borrowed money .
Mortgage indebtedness. oo ool
Bank acceptances outstanding. . .. e
Other liabilities. .. covo v
Total labilities. ..o v
Minority interest in consolidated subsidiuries. .. .....
Total reserves on loans/securitics .

Reserves for bad debts (IRS).
Other reserves on loans, . ... .
Reserves on securities ., ool

Total capital acconntS. .o viiiiiinirineraaas
Capital notes and debentures.
Lquity capital

Preferred stock. ..
Common stock
Surplus........
Lndlvldul pmms

Total liabilities, reserves, minority interest, capital
LT T 1 1§ 4

Demand deposits ;ld.justcd 3
Average total deposits (past 15 days)
Average total loans (past 15 days).........

Selected ratios:
Percentage of tolal assets

Cash and balances with other banks.....c...... ..

Total securities held. . ...l
Trading account sccuritics.
U.S. Treasury.........

States and political subdivisior
All other trading account seeurities, ... oov.es
Ihnk investment portfolios
U.S. Treasury .
Stites and pohu«..\l subdw\ m\:.

Other loans and Federal fundssold. ... .ooott
All other assets. . ... ..

Total loans and securities. . .

Reserves for loans and SeCurities. . ..o oovvviinn
Fquity capital—Total
Total capital ace nunts

I\umbu OFBANKS . oo v vt ii i i e |

All

cornmiereiat

banks

309.726

6.957
12,176

444 936 .

151,744

754.662

56.529
5,891
763
10,060
27.627

855,533

5
8,963

931,057

222,842
734,017

506.945

B —
[y

—towm X%

=
rac-

14,573 "

Insured
comuerciil
tanks

?(){r 251
151
2?1 121

440.096
151.463
338
627

48, 05"
12,882

746, 348

54,835
4.475
761
9.814
23.645

65,986
4,287
61,699
42
15,077
25,816
19,859
905

914,781

219.813
720, 164
497.466

o —
K
=]

Ll STV

=
00—t

[PV

NO

14,320

216,619
492

839 879

Member banhs!

Large bauks
Total All other
New Clity of Other
York Chicago large
Clity
243,210 57.475 9,911 85,372 90,45}
1,057 483 | 210 362
177.344 29,0687 7,668 65.847 74,142
2,166 118 42 725 1,280
13.074 758 186 3,883 8,247
1,280 1.088 18 167 6
i?_,xﬂ 16,986 1,593 10,482 3,702
5,907 4,662 152 1,058 95
01499 3.691 250 2,999 2,558
330,431 46,693 16.362 119,708 147,669
109,037 0,995 2,385 38,455 61,202
259 | 74 186
[ 287 17 265 42
163,751 25,801 10,371 59, 106 68,473
60 10 | 184 165
34,739 1,421 1,324 15 ()(» 16,932
12,710 7,956 1,374 3.337 4}
7,716 3,205 842 3,048 . 621
1,248 1,018 43 178 5
573.641 104,167 26,272 205,080 238,122
52,184 13.367 5,845 25,865 7,100
4,150 1,362 26 2,370 392
550 64 313 169
9,583 5,378 430 3.447 332
18,960 3,535 920 7,789 | 6,706
659,069 127,870 33,507 244,864 252,827
.............................. !
7.297 1,685 525 2,761 2,325
7,110 1,685 525 2,682 2,218
[N 1 1 50
|2 P (AN 6l 57
50,257 9.777 2,236 17,365 20,878
3,467 782 81 1,656 9.
40,790 8,095 2,155 15,710 19,930
24 |- 10 13
11,187 2,163 568 3,614 4,842
19,500 3.667 1,143 6,976 7,713
15,441 3,160 399 4,845 7,031
(o1 I 44 264 330
!
716,623 139,333 36,268 : 264,990 276,032
160,611 24 373 6,136 53.646 76,456
555,800 96,313 25,508 199,612 234,427
385,936 74,863 22,484 143,273 145,316
15, 21.3 12.2 14,7 12,4
20.9 12,1 16.2 18.9 27.9
9 1.8 1.§
.4 1.0 Y
.3 .5 .3
.2 .2 .3
20.0 10.3 14.7
6.5 4.3 5.1
1.0 4.5 7.5
3.5 1.5 2.1
57.7 55.3 65.6
6.5 1.3 6.1
78.6 67.4 81,
1.0 1.2 4
6.5 6.5 5.9
7.0 7.0 6.2
5,794 12 9

Non-
menber
banks!

66,516
223

54,735
951
5.143
275
1.522
990
2,677

114,505
42,708

8,667
196,464

4
1,666
1,54y
53
64

16,300
880
15,421

27
3.989
6.468
4,613

324

214,434

62,231
178,157
121,009

10,1
29.1

For notes see opposite page.
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WEEKLY REPORTING BANKS o MARCH 1976

ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKSA

(In millions of dollars)

Wednesday

Total
loans
and
invest-
ments

Large banks -
Total

1975

Jan.

New York City
1975
Feb.

Jan,

Feb.

Outside
New York City

1975

Jan. 7...........

Feb. 4...........

308,338

402,786

.|401,058
.1394,724
1393187

394,770
394,924
395,889
91,503

93,753
93,876
96,432
93,593

92,527
91,908
90,501
89,993

90,426
89,618
91,587
89,672

304,585
301,848
302,268
299,209

310,259

304,223
303,194

304,344
305,306
304,302
301,831

Loans
Iederal funds sold, etc,! Other
To brokers For purchasing
and dealers or carrying securities To nonbank
involving— . financial
institutions
To brokers To
To Com- and dealers others
com- To wmer- | Agri- S .
Total mer- | US. | Other |others | Total cial cul- Real
cial | Treas-| se- and tural Pers. estate
banks | ury | curi- indus- U.S. U.S and
se- ties trial Treas-| Other | Treas-| Other | sales | Other
curi- ury | secs. | ury | secs. |finance
ties secs. secs. cos.,
etc.
21,144] 17,055 1,929} 1,248 912(292,9011127,306] 3,508| 1,467( 3,307 82| 2,440 9,972 20,922| 60,331
20.682] 16,802( 1,802| 1,000( 1,078(290,250]126,890| 3,456 585| 2,787 83( 2,438| 9.644| 20,784 60,141
20,444| 16,542 1.729| 1,076 1.097/292,141]126,890| 3,449} 1,287{ 3,461 82| 2.463| 10,091| 20,716 60,216
17,498 13,987 1.547| 1,065 899(289,737]126,747| 3,442 0] 2,804 81( 2,425 9,590 20.460( 60,197
20.265] 16.284| 2,687 677 617(281.563]119,281| 3,688| 1,649 4,311 73] 2,328 8,262 18.342) 59.862
20,597| 17.445| 1,700 781 6711279, 1471118,415| 3,631 977( 4,243 78| 2,259 8,294| 18,082| 59,842
18,035] 14,878 1,650 567 940(277,3090117,826] 3,631 813[ 3,885 790 2,272| 8,209| 17,995 59,836
18,341) 15.558] 1.616] 493 6741275,077]117,000| 3,640 551 3,309 75| 2,265| 8,135 17.860| 59,749
18,435) 15,655| 1.62) 550  607|276.283|117,222] 3,639 877 3,857 78 2,292| 8,372| 17,828| 59,667
19,596| 16,826( 1.521 588 661(275.4131116,930( 3,625 834( 4,084 72| 2,304] 8,261 17,850 59,643
18,816 16.448| 1,233 561 574(276,612|116,738| 3,631| 1,137] 4,215 84| 2,301) 8,548 17,767| 59,748
17,366] 15.017) 1,182 450] 717{274,898]116,201| 3,627 876| 4,134 77| 2,302| 8,249 17,780 59,722
1,125 914 126(...... 85 77,714] 40,511 144|  946| 2,143 18 487] 3,530 8,429 8,883
1,700f 1,405 130 26 1391 76,647) 40,347 133 s17] 1,899 17)  488] 3,363 8,383} 8,499
2,514 2,131 125)...... 258( 78,172] 40,429 141 1,130| 2,405 20 492| 3,530| 8,332 8,885
1,361 1,126 17 5 113| 76,6231 40,353 139 725 1,878 18 476] 3,270 8,238 8,873
838 617 881...... 133] 73,326{ 37,538 1070 1,439 2,599 161 453} 2,790 6,987) 9,533
1,637] 1,405 125 15 92| 71,745} 36,867 103 898| 2,519 18 394 2,861 6,961 9,507
1,839} 1,368 74)...... 400| 71,023 36,573 101 7551 2,489 19 389 2,734| 6,996] 9,498
2,108 1,777 157]...... 174 69,773] 36,223 100 490 2,026 19 390 2,702 6,946 9,456
1.355] 1,082 140f...... 133| 70,806] 36.250 93 783| 2,601 19 393 2,854 6,966] 9,441
1,285] 1.117 40[...... 128! 70,290 35,948 91 731] 2,787 18 98] 2,735 6,943 9,461
1,762 1,532 9. ... 131 71,333] 35,791 921 1,044| 3,016 21 396 2,989 6,929] 9,493
1,172 848 65(...... 259] 70.421] 35,486 90; 831/ 2,908 19 396 2,917 6,965| 9,480
20,019] 16,141] 1,803( 1,248 827|215,187] 86,795( 3,364 5211 1,164 64| 1,953 6,442( 12,493| 51,448
18,982| 15,397 1,672 974] 939(213,603| 86,543| 3,323 68 888 66 1,950 6,281| 12,401| 51,242
17,930| 14,411] 1.604| 1,076] 839(213,969| 86,461 3,308 157| 1,056 62| 1,971 6,561| 12,384] 51,331
16,137] 12,861| 1,430| 1,060 786:213,114] 86,394| 3,303 75 926 631 1,949| 6,320] 12,222| 51,324
19,427] 15.667| 2,599 677 484.208,237| 81,743 3,581 210| 1,712 57| 1,875 5,472 (1,355 50,329
18,960| 16,040] 1,575 766 579,207.402| 81,548| 3,528 791 1,724 60| 1,865 5,433] 11,121 50,335
16,196] 13,513) 1,576 567 540-206,286] 81,253 3,530 58| 1,396 60 1,883 5,475 10,999 50,338
16,233] 13.781) 1,459 493 500-205,304] 80,777) 3,540 61] 1,283 56] 1,875] 5,433 10,914] 50,293
17,080| 14,573( 1,483 5501  474/205,477| 80,972| 3,546 94] 1,256 59| 1,899 5,518| 10,862 50,226
18.311] 15,709 1.481 588 533(205,123] 80,982| 3,534 103] 1,297 54| 1,906] 5.526| 10,907| 50,182
17,0541 14,916f 1,134 561 4431205,279{ 80,947/ 3,539 93} 1,199 63| 1,905 5,559| 10,838 50,255
16,194 14,169( 1,117 450 458|204,477| 80,715/ 3,537 45| 1,226 58] 1,906 5,332/ 10,815 50,242

A Effective with changes in New York State branch banking laws,
beginning Jan. 1, 1976, three lurge New York City banks are now reporting

combined totals for previously afliliated banks that have been converted

to branches.

The principal effects of these changes were to increase the reported data

for New York City (total assets, by about $5.5 billion) and to decrease the

{c'ﬂpmjd data for “Outside New York City" (total assets, by about $4.0
DIION).

Historical data (from Jan. 1972) on a basis comparable with 1976 data
are available from the Public Information Department of the Federal

Rescrve Bank of Mew York on request.

For other notes see p. A-22.
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A—Continued

(In milfions ot doflars)

Loans (cont.) Investments
Other (cont.) U.S. Treasury securities Other securities
To commer- Notes and bonds
cial banks maturing—
- — Obligations Other bonds,
of States corp. stocks, Wednesday
and and
Con- For- political securities
sumer | ¢ign All subdivisions
instal- | govts,2| other | Total | Bills Total
Do- For- | ment S
mes- eign Within: 1 to After
tic Tyr. | Syrs. | 5yrs. Tax Certif,
war- All of

rants3 | other |partici-] All
pation4| others

I .arge banks—

Total

1975
2,871 5,455 34,875 1,405| 18,960| 22,864] 3,395 3,787| 12,383 3,299 61,429f 6,336| 40,096 2,480} 12,517|.......... Feb. 5
3,103 5,478 34,788( 1,4306| 18,637| 23,365| 4,147| 3,736| 12,223 3,259, 61.427] 6,302| 40,155 2,479| 12,491, ... ........... 12
2,829 5,498] 34,686) 1,471) 19,002 24,539 4,067 3,458| 13,311| 3,703| 61.576] 6,300 40.221| 2,513} 12,542 . .. ... ....... 19
2,856| 5,509] 34,596] 1,41R8] 18,812 24,2071 4,101| 3,437 13,097 3,572 61,360] 6,200[ 40,268] 2,562[ 12,330|............... 26

2,168/ 5,625{ 35,483 1,650| 18,841) 40,618} 13,426/ 6,755] 17,678] 2,759] 60.340] 6,550 39.709| 2

2,207 5,487| 35,4831 1,616| 18,533] 41,362 14,159 6,903| 17,524| 2,776| 59,952 6,364 39,621 2

2,064 5,404| 35,405 1,741| 18,149| 39,963| 13,249| 6,748| 17.314| 2,652 59,417 6,194] 39,407 2

2,051 5,219| 35,406] 1,707| 18,110 40,456 13,029 6,737| 17,509 3,181| 59,313] 6,103} 39,418 2

2,155 5,113] 35,364 1,663 18,156( 40,682 12,629 6,826] 18,138/ 3,089 59,3701 6,211 39,230] 2.222{ 11.687.......... Feb, 4

1,925[ 5,124} 35,261| 1,717| 17,783| 40,534| 12,677| 6,756/ 18,035| 3.066( 59,381 6,214] 39,323 2.168] 11.6%6|...............

1,921 5,244| 35,191 1,770\ 18,317| 41,107f 13,062| 6,013| 19,119 2,913| §9,354] 6,053 39,387 2,184| 11,730]............... 18

2,005 5,127| 35,234 1,768 17,796 40,083 12,440| 6,006| 18,826 2,811 59,156] 5,955 39,502| 2,168 (t,531|............... 25
New York City

1975

1,5011 2,654 3,652 692] 4,124 4,659 707 434 2,478 1,040| 10,255 1,864| 5,809 225 2,357
1,504| 2,706 3,637 702 4,082| 5,191 1,277 449 2,461 1,004 [0,338] 1,894| 5,837 215 2,392
1,480] 2,684 3,641 708 4,295 5,530] [.089 488 2,764| 1,189 10,216] 1,850 5.776 196| 2.394
1,438 2,762| 3,619 691 4,143] 5,443 1,069 483 2,725| 1,166| 10,166] 1,736| 5,808 199) 2,423

786| 2,405 3,800 635 4,232] 8,784 2,701 1.073; 4,222 788 9,8791 1,371 6.191 204] 1,813
745 2,402| 3,828 589 4,053 9,054] 2,984 1,1197 4 164 787 9,472] 1,306| 6,173 209 1,784
692| 2,426 3,805 637\ 3,909 8,304] 2.425| 1,011| 4,109 759 9,335 1,229 6,118 206| 1,782
691 2,250 3,798 628( 4,054 &.830] 2,586/ 1,029 4,135 1,080] 9,282 1,179 6,157 205! 1,741
664 2,228| 3,808 606] 4,100] 9.016] 2.635| 1,070 4,401 910| 9,249] 1.310] 6.029 2001 1,710
605| 2,233 3,780 644 3.916f 8,799] 2,372| 1,075| 4,478 874 9,244] 1.272] 6.038 195 1,739].
6111 2,372) 3,758 623] 4,198] 9.294] 2,885 975 4,714 7200 9,198] 1,178] 6,124 194 1,702]|.
652| 2,285| 3,759 612 4,021] 8.871] 2,865 [,006] 4,438 562 9,208f 1,163] 6,192 1931 1,660
Outside
New York City
1975
1,370| 2,801{ 31,223 73| 14,836] 18,205] 2,688 3,353 9,905 2,2591 51.174] 4,472} 34,287 2,255 10,160].......... Feb. §
1,599 2,772} 31,151 734) 14,585) 18.174) 2.870) 3,287 9,762} 2,255) 51,089) 4,408} 34, 318) 2.264| 10,099]. .. ............ 12
1,349 2,814( 31,045 763 14,707) 19,0091 2,978] 2,970) 10,547] 2,514] 51,36¢] 4,450) 34,445] 2,317) 10,148)............... 19
1,418] 2,747| 30,977 727| 14,669| 18,764] 3,032| 2,954 10,372| 2,406| 51,194] 4,464] 34,460 2,363 9,907|............... 26
1976
1,382 3,220] 31,677 1,015 14,609] 31,834] 10,725 5,682] 13,456 11,9717 50,761 5,179 33,5181 2,113 9,950 .......... Jan. 7
1,462 3,085| 31,655 1,027 14,480( 32,308] 11,175 5,784| 13,360 1,989 50,480] 5,058| 33,448) 2,069 9,905 ............... 14
1,372| 2.978| 31,600 1.t04| 14,240 31.659] 10,824 5.737| 13,205 1,893| 50,082 4.965| 33,289 2,045| 9 7830 LIl Il 21
1,360 2,969( 31,608 1.079| (4,056 31,626] 10,443| 5.708| 13,374 2,101| 50,031] 4,924 33,261| 2,036] 9.810'............... 28
1,491{ 2,885( 31,556] 1,057 14,056[ 31,666F 9,994 5,756| 13,737, 2,179[ 50.121] 4,921} 33.201| 2,022 ‘).‘)771 .......... Feb. 4
1,320 2,891| 31,481 1,073 13,867] 31,735 10,305 5.681| 13,557, 2.192] 50.137] 4,942} 33,285 1,973 9,937}............... 11
1,310( 2,872| 31,433 1,147 14,119 31,813] 10,177 5,038| 14,405 2,193]| 50.156] 4,875| 33,263{ 1,990 10,028|............... 18
1,353 2,842 31,475| |,156] 13,775 31,212} 9,575 S5.000| 14,388, 2,2491 49,948] 4,792 33,310| 1,975] 9,871|............... 25

[or notes see pp. A-18 and A-22,



A20 WEEKLY REPORTING BANKS = MARCH 1976
ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A —Continued
(In millions of dollars)
Deposits
Demand
Cash Bal- | Invest- _ s e
items Re- Cur- ances | nments Total
in serves | oreney o owith | in sub- [ Other | assets] Domestic
Wednesday process | with and do- sidiar- | assets total States interbank
of IR coin mestic | ies not liabil- and R L
collee- | Banks hanks | consol- tites polit- For-
tion idated Total ical L.S. eign
0 PC sub- Govt. | Com- [Mutuall govts.,
divi- mer- Sav- ete.2
sions cial ings
Targe banks
Toral
1975
Ieb., S oo 32,373| 25,684| 4,263, 11,252| 1,681| 33,6151507,206 160,076|113,550| 6,458 2,783| 22,886 760| 1,270
12, 31,784 25,502| 4,687, 11,551 1,684| 33,3701504,302 154,431|112,952| 6,005| 1,464| 21,157 678 1,291
19, o 36,530 21,458| 4,816! 11,561 1,705| 33,720|508,490 160,855|115,612| 6,561 1,582 23,299 641 1,116
20, 129,951( 24,044] 4,832( 10,265 1,696 33,941{497,531 153,412{112,837 6,105| 1,456| 20,333 625; 1,222
1976 i
Jan, T 35,694 23,077] 5,539| 14,301 1,940| 39,625|522,962|173,6911124,436] 6,494| 2,867| 26,592 863! 1,410
N 35.063] 21,175 5,553 13,188 1,922] 40,433|518,392|168,445)124,486] 6,087| 1,433 23,575 770" 1,053
L N 34,1741 22,202" 5,363 12,446 1,966| 38,931]509,806(164,975[119,615| 6,137| 2,879| 23,040 742} 1,128
28 31,546| 22.884: 5,325 13,235 1,919] 39,0683|507,779(159,545]116,670] 6,061 1,995| 22,262 686 986
Feh. 34,943| 22,411 4,633| 12,678 1,963| 40,956]|512,354|165,266]118,047 6,366| 3,464| 23,821 816'_ 979
32,910| 19,940| 4,945] 12,3651 1,935 41,650[508,669(160,269]117,290] 6,056 1,777| 22,523 708" 1,032
43,914 20,000| 5,299| 13,586 1,935| 41,159|521,782({174,892[122,931{ 6,531 3,418 27,013 728 935
32,1917 22,513 5,262( 11,009 1,929| 41,124]505,531{157,115|115,133| 6,220 1,898| 21,251 644 991
1
1978 , :
Feb, 5.0, i, 11,774 9,133 640| 4,687 766| 12,152]132,905( 47,687| 27,068 655 654, 10,802 454 998
20 11,808] 7,990 074 5,301 768) 11,885]132 308] 45,153 26,572 540 139] 9,873 386| 1,055
19 o 12,335 6,014 693, 5,042 773 12,324{134,213| 47,399] 27,244 537 1521 10,820 337 897
20 i 11,437] 6,691 077 4,513 773 12,195]129,879| 46,486] 27,899 ol7 295| 9,826 363 1,022
1976
Jan, T i 12,007 8,367 867 5,838 849| 13,070]133,525| 50,246] 28,531 510 553 13,109 507| 1,149
| 12,388 7.028 858 5,087 846| 13,0624|132,3397 48,951| 29,432 562 1S3] 11,423 444 838
20 12,516 6,271 829 5,272 846 12,277]128,512| 48,519] 28,104 619 545( 11,323 410 905
28 e 12,191 6,583 811 5,867 844, 12,6201128,918| 47,731| 28,244 584 335| 11,383 370 773
Feb, 4., .. .o o0 11,782 6,217 745 §,391 843 13,301]128,705| 47,875 27,898 640 680| 10,605 452 785
N 11,815 5,553 766 5,403 847| 14,253)128,255| 46,118] 27,0061 632 311 10,812 367 825
X 15,992| 5,599 833, 5,146 847| 13,893]133,897| 52,636] 28,639 645 647 13,123 383 737
25 11,410 7,077 808 4,467 847 13,801]128,082| 45,720| 27,241 618 325 9,826 331 799
Oittsiide
New York City H
1975 i
Feb, 5. ol 20,599 16,551 3.623! 6,565 915( 21,4631374,301 (112,389 86,4821 5,803 2,129| 12,084 306 272
12, o 19,976( 17,5061 4,013, 6,250 916| 21,485[371,994|109,278| 86,380 5,465| 1,325| 11,284 292 236
1O, 24,1951 14,844: 4,123 6,519 932| 21,396[374,277(113,456] 88,308| 6,024 1,430| 12,479 304 219
20 18,514] 17,353 4,155 5,752 923| 21,746]367,652|106,926] 84,938 5,488| 1,161| 10,507 262 200
1970
Jan, T ©23,687( 14,710 4,672 8,463 1,091 26,555|389,437(123,445] 95,905 5,984" 2,314| 13,483 356 261
| ©22.675| 14,147 4,695 7,501 1,076] 26,809]386,053|119,494] 95,054 5,525' 1,280| 12,152 326 215
2 21,658( 15,931 4,534 7,174] 1,120] 26,654§381,294({116,456] 91,511 5,518, 2,334| 11,717 332 22}
2B e 19,3550 16,301 4,514 7,368 1,075 27,054]378,861|111,8(4] 88,426| 5,477 1,660 10,879 316 213
Feb, 4., oo 23,161 16,194 3,888 7,287| 1,120} 27,655|383,649|117,391] 90,149| 5,726 2,784| 13,216 364 194
I 21,095 14,387 4,179 6,962| [,088] 27,397|380,414|114,151| 90,229| 5,424| 1,466| 11,711 341 207
I8, . 27,922| 14,4017 4,406 8,440: 1,088( 27,266|387,885|122,256] 94,292| 5,886 2,771| 13,890 345 198
2 20,781 15,43()| 4,454 6,542 1,082] 27,323|377,449|111,395| 87,892| 5,602; [,573] 11,425 313 192

For notes see pp. A-18 and A-22,



MARCH 1976 o WEEKLY REPORTING BANKS A2l
ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A —Continued
(In millions of dollars)
1
Deposits (cont.) .
— . e Borrowings Reserves
from.- - for-—
Demand (cont.) Time and savings
_— ———— —— e e — Fed- == —1— —_— e —
eral Other Total
1PC funds liabili- Secur- 1 capital
For- | Certi- . States . pur- ties, Loans | ities ac- Wednesday
eign fied and . Do- chased, cic.8 counts
com- and polit- = mes- lor- ete.? I'R.
mer- ofti- @ Total® ical tic cign Banks | Other
cial cers' Say- | Other | sub- | inter- | govts.?
banks | checks ings divi- | bank
sions |
[ JE N e — - P —— .
i Large bunks
|| Total
! 1975
4,927 7,442(226,426} 59.355 12(),457: 25,115 7,819 11,597 52,983 8| 3.798| 23.795| 5,574 61| 34,485
5,119:  5,7651226,771| 59.595'120,715' 25,460 7.245| 11,706| 55,541 34 3,766| 23,589 5.575 60[ 34,535
5,018 7,026]|225.149| 59,852 119,233: 25,342 7,038| 11,716| 54.030[ 1.053| 3.627| 23.683| 5,567 60f 34,466
5,010] 5,8241225,2851 60,0731119.134' 25,441 7,143/ 11,568] 50,901 759 3,663 23,372] 5,581 60 34,498
4,812 6,217]226.854{ 69.919(113,896( 22,542" 8,071{ 11.044] 52,410{....... 3.955( 23,693 5.482 71 36,806
4,794 6,247)226,521{ 70.627(113.,220( 22,668 7.918| 10.539| 53.813 6 3.718( 23,592 5,445 711 36,781
5,026| 6,408[225.389] 71.670(111.619 22.484! 7,826 10,315] 49,716 7991 3,413 23,1060 5,430 T 36,907
4,776 6,1091225.352] 72,459(111,153] 22,341 7.807| 10,121| 53,753 771 3,541 23,070] 5.414 74| 36,953
5,130 6,643|224,233] 73.638(109 ,485] 22,156 7.625| 9,725 52.554 5| 3.529| 24,161 5,196 285| 37.125(...
4,775| 6,108[224,145] 74,570{108 .79 21.94Y| 7,593| 9,657, 54,240 12| 3,491( 23,863 5.445 74| 37.130(....
5,446| 7,890(222,682] 74.7871107.6511 21,804 7.460| 9.389| 54,054/, ..., .. 3,371] 24,095 5,495 75| 37.118
5,178 5,800§223,215] 75.2691107,629| 22,108 7,527 9,079| 54,662 629 2,975 24 348 5,497 76| 37,011
1975
3,653 3,403] 50.440] 6.628!1 29,336 1,9100 3,910 7,127 14.003(....... 1,302 8,437 1.641]....... i 9,305
3,781 2,807 50.332] 6.678] 29,501 1,974 3.514) 7.143| 16.18S|....... 1,320] 8.273| 1,650....... 9,395
3,725 3,687 50,002] 6,693] 29,140 1,985 3.549! 7,218 15,121 981 1,229 8381 1,653|....... ,387
3,685) 2,779} 50.149] 6,731| 29,143 2,030 3,615\ 7,168 12,742|....... 1,210 8,250| 1,651)........ 9,391
3,3400 2,547| 46.104] 7,988 25,518| 1.447| 3,036 7.159| 14.297|....... 2.054 8.806| 1,693 1l 10,324
3,364 2,735 45.811] &.0791 25,277 1.390| 3,043} 7,022| 14.710|....... 1,904| 8,943| 1,691 1] 10,328
3,504 3,109 45.041] &.191] 24,612 1,369 3,059 6,869 12,165 195 1,682 8,924 1,628 Il 10,357
3,370] 2,672] 44.719] &.320| 24,378 1.329] 3,094] 6,660 13,732 70| 1.838] 8,818 1,630 Il 10,379
3,798] 3,017 44.190] &,536] 23.685| 1,389 3,032| 6.483| 13,529|....... 1,759 9.297| 1.659 11 10,395
3,491 2.619| 44.213] &,6451 23,529 1.392| 3,140| 6.466| 14,623|....... 1,778| 9,421 1,705 10,3961, ..
4,030] 4,432] 43.810] &.621f 23,291 1,414] 3.114] 6,325 14,211(..... .. 1,697 9.430{ t,704 1; 10,408].
3,839 2,741| 43.847| §,671| 23.404( 1,484 3,150 6,085 15,001 574| 1.283] 9.562] 1,714 11 10,380].
Qutside
New York City
1975
1,274 4,039)175,986) 52,727) 91,121] 23,205] 3.909) 4,470) 38,980 8) 2.496]) 15.358] 3,933 611 25.090].......... Feb, 5
1,338 2,958[176,439) 52,917 91,214} 23,486/ 3,731 4,563 39,356 34 2,446) 15,316f 3,925 600 25,140!. . ... ... 12
1,293 3,339(175,087] 53,159| 90,093| 23,357 3,489 4,498| 38,909 72| 2,398] 15,3021 3,914 60| 25,079}, ........ ..l 19
1,325 3,045/175,136] 53,342| 89,991 23,411} 3,528] 4,400/ 38,159 759 2,453] 15,122] 3,930 60 25,107). . ...l 26
. 1976
1,472 3,670/180,750| 61,931 88,378| 21,095| 5,035 3.885 38,113|....... 1.9011 14 887| 3,789 70( 26,482(..........Jan. 7
1,430 3,512]180,710| 62,548 87,943| 21,278 4,875 3,517 39,103 6 1,814 14,6491 3,754 TO| 26,453(....... ..., .. 14
[,522 3,299|180,348] 63,479| 87,007| 21,115 4,767| 3.446' 37,551 604 1,731 14,182] 3,802 70| 26,550 . ... .. ... 21
1,406' 3,437/180,633) 64,139 86,775 21,012 4,713] 3,461| 40.021 70 1,703; 14,252 3,784 73 2(i.574|! ............... 28
1,332 3,6261180,043) 65,102 85,800( 20,7671 4,593] 3.242 39.02§ St .7705 l4,8()4; 3,537 284} 26,73¢ .......... Feb. 4
1,284 3.489(179,932] 65,925 85,261| 20,557 4,4531 3,191} 39,617 121 1,713 14,442: 3,740 73 26,734 .. I
1,416] 3.458(178,872) 66,166| 84.360( 20,390 4,346 3.064| 39,843(...., .. 1,674 14,665 3,791 740 26,710|. .. ... 18
1,339 3,059|179,368] 66,598( 84.225) 20,6241 4,377 2,‘)‘)4i 39,662 55| 1.692 14,7867 3,783 75 26,633| ............... 25

For notes see pp. A-18 and A-22.
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ASSETS AND LIABILITIES OF LARGE COMMERCIAL BANKS A—Continued

{In millicns of dollars)

] Memoranda
‘_ - ..]_ - — — I — e - - . e
| | JLarge negotiable Savings ownershm categorics
time CD’s All other large - - e
Total ! included in time time dcposits12 Gross
Wednesday Total loans De- and savings deposits 1! ln(livid- Part- tabili-
loans and mand | _ o ] uals ner- Do- ties of
(gross) | invest- |deposits | and ships | mestic banks
ad- ments ad- non- and (govern-|  All to
justed 9 | (gross) |justed 10 Issued | Issued Issued | Issued | profit | cor- | mental | other'4| their
ad- Total 10 to Total 10 to . orga- . pora- | units foreign
justed 9 1PC's | others IPC’s | others | niza- |tions for branches
| tions |profit!3
Large banks—
Total
1975
Yeb, S, 294,119(378,412,102,034| 89,890 61,842| 28,048| 37,795] 20,967| 16,828; 59,355". ... ...".......|....... 2,230
291,027(375,819{100,026| 89,776} 62,127| 27,649| 37.764] 20,745| 17,0191 59595 (11110 [T 1,937
293,214(379,329| 99,444| 88,055| 60,698( 27,357| 37,410] 20,469| 16,941 59,852 .....,. RPN 1,867
290,392|375,959(101,672| 87,961] 60,572| 27,389 37,526] 20,515 17,011 60 073\ ..... . \ .............. 1,869
Jan. 283,376|384,334]108,538] 80,075] 53,764| 26,311| 33,774] 18,181| 15,593| 68,533 osol 336 61| 3,401
280,092(381,406(108,374! 78,753 53,012| 25,741| 33,982| 17,995( 15,987| 69 005 1,141 417 64 3,350
278,4021377,7821104,8821 76 ,867] S51,439] 25,428 33,932] 18,291] 15,641 69 L7179 1,347 484 60' 3,449
275,809(375,578|103,742| 76,290| 50,984| 25,306 32,540| 17,136| 15,404 70 306 1,528 563! 62, 3,118
Feb. ...|276,908(376,960(103,038| 74,215] 49,243: 24,972| 3t,924] 16 882' 15,042| 70,843 1,805/ 761 229 3,258
L1276,258|376,173[103,059( 73,643) 48,6171 25,026| 31,216] 16,599 14,617| 71 ,835| 1,861 743 129) 2,987
277,059 377,520'100.547 72,113) 47,460 24,653] 30,782] 16,333y 14,449 71 969] 1,966 759 93! 3,253
275,242(374,4811101,775( 71,949] 47,235 24,714 30,690 16, 1246 14, 1444 72,255 2,141 790 83. 3,312
1975 .
I
Feb. S................. 76,424| 91,338] 24,457| 30,719| 20,516 10,203| 9,771] 5,824 3,947 6,628 ....... [ P 1,251
.................. 75,438| 90,967! 23,333 30,613| 20,708 9,905| 9,653] 5,706; 3,947\ 6,678 .......|.......|[.......| 1,236
.................. 77,075 92,821} 24,092! 30,466} 20,452: 10,014) 9 546} 5 674 3,872 6,693 ... ... .0 ... .0 ... 1,236
26 0 75,420| 91,029! 24,928| 30,573 20,462; 10,111] 9,432 5,586/ 3,846 6,731 .......L.......|....... 1,088
1976
Jan, 72,761 91,124| 24,577] 27,175} 17,414 9,761| 7,557] 4,910 2,647 7,832 50 63 43| 2,507
71,232| 89,758! 24,987| 26,729} 17,118] 9,611| 7,586] 4,783| 2,803| 7,851 62 120 46| 2,672
70,805| 88,4441 24,135} 26,073]| 16,588: 9,485| 7,985 5,285 2,700 7,940 83 126 42| 2,598
69,413| 87,525| 23,822| 25,864| 16,458 9,406| 6,971 4,394 2,577 8,036 99 144 41| 2,309
Feb. 70,415| 88,680{ 24,808| 25,205] 15,784 9,421, 6,8401 4, 340| 2,500 8,134 114 184 104 2,433
69,853] 87,896( 23,180| 25,247| 15,614 9,633 6,683] 4,320| 2,363 8,191 134 214 106| 2,224
70,952! 89,444| 22,874| 24,905| 15,433| 9,472; 6,590] 4,226| 2,364| 8,192 147 212 700 2,447
70,093 88,172 24,159 24,946| 15,529 9,417- 6,533] 4,222| 2,311 8,235 162 218 56, 2,380
Outside
New York City |
1975
Feb. e 217,695|287,074) 77,577| 59,171] 41,326{ 17,845 28,024] 15,143 979
12,00 00000, 215,589|284,852( 76,693| 59,163| 41,419| 17,744| 28,111] 15 019 701
19, .., 216,139|286,508] 75,352| 57,589} 40,246| 17,343| 27,864 14 795 631
26 e 214,972|284,930; 76,744| 57,388| 40,110 17,278 28, 1094 14,929 781
1976
Jan. 7oL 210,615(293,210| 83,961{ 52,900 36,350 16,550( 26,217] 13,271| 12,946( 60,701 939 273: 18 894
P 208,860(291 ,648| 83,387] 52,024] 35,894| 16,130( 26,396] 13,212( 13,184| 61,154} 1,079 297. (8 678
2l 207 597|289,338| 80,747] 50,794| 34,851 15,943 25,947] 13,006( 12,941| 61,839| 1,264 358 18 851
28 . 206,396.288,053} 79,920{ 50,426 34,526| 15,900| 25,569 12’742. 12,827| 62,270| 1,429 419 21 809
Feb. e 206,4933288,280 78,230 49,010} 33,459| 15,551| 25,084 12 542| 12,542 62,709 1,691 577 125 825
.................. 206,405(288,277] 79,879| 48,396) 33,003] 15,393; 24 5331 12,279: 12,254] 63,644] 1,727 531 23 763
S 206,107(288,076| 77,673| 47,208} 32,027| 15,181 24,192 12 107 12,085 63,777! 1,819 547 23 806
P 205,149]286,309) 77,616] 47,003) 31,706) 15,297) 24,157 12 ()24 12,133] 64,020 1,979 572. 27 932
A Secp. A-18, 10 All demand deposits except U.8. Govt. and domestic commercial
I Includes securities purchased under agreements to resell. hanks, less cash items in process of collection,
2 Includes official institutions and so torth, 1 (Lruhcmes ol deposit s d in denominations of $100,000 or more,
3 Includes short-term notes and bills, 12 Al other time deposits issucd in denominations of' $100,000 or more
4 bederal agencies only. (not included in large negotiable CD’s).

5 Includes corporate stocks.
6 Includes U.S. Govt. and foreign bank deposits. not shown separately.

7 Includes securities sold undu agreements to repurchase
8 Includes minority interest in consolidated subsidiarics

9 Exclusive of loans and Federal funds transactions with domestic com-
mercial banks.

13 Other than commercial banks.

14

Domestic and forcign commercial banks, and official international

organizations.,



MARCH 1976  BUSINESS LOANS OF BANKS A23
COMMERCIAL AND INDUSTRIAL LOANS OF LARGE COMMERCIAL BANKS

(In millions of dollars)

Qutstanding Net change during—-
‘ 1976 1976 | 1975 1975 | 1975
Industry e i l_ ! .
\ | H
Feh, ' th Eeb. | Feb. ! Jan. . ) 2nd st
25 18 11 4 28 ¢ Feb ‘ Jan Dec v I | 10 half half
R S I e e
) | | | | I
Durable goods manufacturing: | : .
Primary metals.................. 2,056 2,055 2,076: 2,048. 2,039 17 —34 18 62 —12 —26 50 18
Machinery...................... 5,469 5,516 5,555 5,52‘) 5,555 —86] —204 - -86: =78l - 887 -—643'—1,668 —1,314
Transportation equipment.,... i3 0‘)5| 3,147 3,170 3,163 3,173 -78 128/ 227 --267| —198| --296] —465' —302
Other tabricated metal product ©2,025° 2,049) 2,003 2, 003 2,010 15! 7l - 132 =473 277 211 —750 —188
Other durable goods. .. .......... 3,579 3,5610 3,585 3, 602| 3,601 —22l 148 --151[ —514 --174 —324 —688 718
Nondurable goods manufacturing: !
Food, liquor, and tobacco........ 3 521 3,523 3,507| 3, 529 3,529 —8! —251 241 455 13 -519 4()8| —~1,609
Textiles, apparel, and leather. ... .. 9()2I 2,853 2,841 2,763 2,689] 213, -2 --185! —477 - 55| —148] -532° -287
Petroleum refining., ... ..o 2, 414’ 2,398, 2379 2,387 2,361! 53 —1| ~1470 =234 118; 283 —116 228
Chemicals and rubber ... oo0o.L 2. va(v 2,684 2.64(1' 2.593 2.59% ‘H-: -94 40, — 178 -253 —321 ~431 -260
Other nondurable goods.......... [ ,S‘)XI 1,923 1,898 1,905" 1,894 4 86 570 —2068 --147! 9 —415 -283
Mining, including crude petroleum
and natural gas. ... 6,175 6,140] 6,097 6,095 5,990 185 37 691 789 27()( 108 1 ,065! —149
Trade: Commodity dealers, . ........ i 1,584 1,586 1,592 1,588 1,608 —24 26 38 340 1370 —328 477 --972
Other wholesale. ............ ©5,444) 5,48} 5,518 5,479 5,431 13 -8 -=15) —103 --78. —5341 -181 —1,108
Retail.,.....ooviiiinennn, 57171 5,682 5,758 5,834 5743 -26 ~49| 5931 -208 —309 -—214] —517 -—398
Transportation. . ........coveunnn, 5,961 5,946 5,910 5,926 5,943 18] —125 149 127 --124 —145 3. =321
Communication. ............o0ven 1,818 1,855 1,879 1,894 1,853 —-35/ -13 -1 -49  —109 17 —158 —357
Other public utilities. ., .......... 6,494 6,547 6,597 6,698 6,693 --199| --304 66 33 —231  —404] —198' 1,423
Construction 4,970 4.‘)82| 5,003 5,002] 5,0171 -47| --108] ~—127| --381 —55 —83 —436| —622
SCLVICES . v s 10,695 10,748, 10,715 10,728: 10,727 -32 —92 270 285 —~300 -—362 --151—1,120
All other domestic loans. ... ........ 8,984 9.,051° 9,225 9,557 9,672 —688 --718 869 615 15 —64 630 —372
Bankers acceptances, .. ... 3,514 3,679 3,671, 3,689 3,679 —165 -1,266 928 2,855 ~—170 28 2,685 599
Foreign commercial and ind i .
loans,............ 5,276 5,338 5,409 -89 121 154: 222 535 213] 757 294
Total classified loans. . 96,896 97,350 97,211  —890,-2,806 1,683 1,850 -2, 285' —3,944'  —435. 10,604
Comm. paper included ; : i i | |
sified loans . : 433I ....... I ....... RS 392 41! —45‘ 254 153! 44 -9 197] 240
'lotalcommercnl .md mdustrml loans | ' | | H
of large commercial banks. ... .. 116,201 II() 738 116, ‘)30 117,222(117,0000 —799 --3,998 1,844 1,992;~2,590 —4,143| —598 —10,370
H I

For notes sec table below.

“TERM’’ COMMERCIAL AND INDUSTRIAL LOANS OF LARGE COMMERCIAL BANKS

(In millions of dollars)

Quistanding \ Net change during —
Industry 1976 1975 1975
i._.... S .______. . _ .___.._..i R ! . . [,
i Feb. Jan. - Dec. . Nov. Oct. Sept. Aug. ' July June 2nd
' 25 28 I 26 29 24 27 30 , 25 v | It I I half
! i
e e - et e T e e e
Durable goods manufactur- \ i . !
ing: \
Primary metals,..ooovone. 1,3350 1,341 1,372) 1,381 1,320 1,338 1,286 1,269 1,288 34 50 4 74 85
Muchinery, .ooooveeeni. 3,0720 3,117 3,3130 3,451 3,838 3,737 3,825, 3,864 3,977 —424 --240 --94 —-74 —664
Transportation equipment. 1.643: | (:8() I,615  1,727) 1,624] 1,693 1,722 1,725 1,740 -78 --47 68 —1 —117
Other fabricated metal i ' ) !
products, ........ veree 1,035 1,041 1,024, 1,087 1,175 1,268 1,228 1,196 1,222 -244 46| 90 115 —187
Other durable goods. . 1.838 1 &;74I 1,823 1,905 1,950 2,012- 2,042 2,058 2,090 —189 —781 —161 —140 =272

Nondurable goods manuh
turing: ‘
¥ood, liquor, and 1obacco. 1,536 11,5470 1,578 1,544 1,451] 1,47

1,461 1,440 1,514 107 —43 470 =202, 58

Textiles, apparel, and l . l
leathef. . vvevnnennn .. 1,055 1,032, 9951 1,072t 1,074 1 ,103 1,077, 1, 16, 1,095 —108 8l —-63 13] —103
Petroleum refining........ 1.886| 1,859 1,831. [,860 1,914 96 1,889 1,828 1,709 —136 258: 226 —35 123
Chemicals and rubber.,...; 1.603| 1,888  1,622° 1,549 1,605 1 ()63 1,645 1,678 1,762 —43 -97 --84 --32" 140
Other nondurable goods. . 942 925 888 955 995 | ,056 1,023 1,085 1,143] --168 --87: 13| —105 --255
Mining, including crude pe- . :
troleum and natural gas,! 4,731| 4,528| 4,484| 3,867 3,896 3,847 3,754 3,80l' 3,734 637 113 197 --164 703
Trade: Commodity dealers. .’ 182 196 172 168 162 150 148 152 148 22 2 —-2i -5 24
Other wholesale, .. .. 12790 1,2900 12760 1,308 11,4030 1,3190 1,371: 1, 344; 1,329 -43° --10{ --12L —42 =62
Retailvovevnenene.. 1,987 2,007 1,996 2,115 2,150! 2,153 2,139] 2,111 Z,(36f --157 17] —147 —3H| ~150
Transportation 4,329 4,201 4,390 4,324 4,420 4,391 4,405 4,399 4,425 ~1- —34' --99 --26: 10
Communication.....oveu... 1,095 1,101 1,081 011,122 11,1320 1,149 1,136 1,133 —51 —1 -2 53 ~56
Other public utilitics e 3,940 3,995] 3,979 3,942. 4,027 ‘)6() 3,902 4,018 4,045 13 —79 i1 | 71 | —60
Construetion, oo vveerersas 2,141 2,258, 2,181 2,207'| 2,267 2 359 2,367 2,360 2,314 -178 45 "7 =97 —149
Services, .. ... 5,147| 5,038 5,135 5,082! 5,097 5,122 5,010 5,155| 5,140 13 —18 =290 102 =31
All other domestic loa 3,093| 3,396, 3 2‘)‘) 3,116 3,054 13,2441 3,257 3,232 3,258 55, —14 176 —l42‘ 49
Loreign commercial and | i ) _— ’ J i I
dustrial loans.......... 3,001 2,999 2,‘)21 2,851 ,.814 2,763 2,695 2,(17(”I 2,594 158 169( I 304
Total loanS.yvveeeveeresns 46 87() 47, IO‘) 46,975 46 ()21 47 078| 47, 75()' 47 1‘)* 47 ﬁ41| 47 7‘)() —781 —40 —322| -1 081 —ﬂ‘)O
NoTL.— Abaut 160 weekly reporting banks are included in this series; Commercial and industrial *“term’ loans are all outstanding loans with
these banks classify by industry, commercial and industrial loans amount- an original maturity of more than | year and all outstanding loans granted
ing to about 90 per cent of such loans held by all weekly reporting banks under a formal agrecment- revolving credit or standby—-on which the
and about 70 per cent of those held by all commercial banks. original maturity of the commitment was in excess of 1 year.

For description of series see article “Revised Series on Commercial and
Industrial Loans by Indusiry,” Yeb, 1967 BULLETIN, p. 209.



A24
GROSS DEMAND DEPOSITS OF INDIVIDUA

DEMAND DEPOSIT OWNERSHIP o MARCH 1976

LS, PARTNERSHIPS, AND CORPORATIONS!

(In billions of dollars)

Class of bank, and quarter or month o
Financial
business
All insured commercial banks:
1970—DecCiieasnnnnans. ey 17.3
1971—Dec..... Ceeeevenn e e 18.5
)y T P 20.2
June....... 17.9
B 1] ceaan 18.0
Decovvvnnvainnns 18.9
18.6
18.6
18.8
19.1
1974—Mar 18.9
June 18.2
Sept.. . 17.9
19.0
1R.6
19.4
19.0
20.1
Weekly reporting banks:
FOTI—I)eC.neiirnnnnersreaaannns FS 4.4
1972—Dec.. 14.7
1973—Decc.. 14.9
1974—Dec 14,8
1975—Feb.. 14,4
Mar, 14.1
Apr. 15.0
May 14.2
June 15.1
July (5.0
Aug, 14.4
Sept. 14.7
Octovoviinn 15.1
Nov 15.4
Dec 5.6
1976 —JaN.. .« oo e 15.2

Type of holder
e - - e — = Total
. X dcposi‘zs.
N(lw;:l(:?:er;:nal Consumer Foreign ();\lxlzl:r IPC
92.7 53.6 1.3 10.3 175.1
98.4 58.6 1.3 10.7 187.5
92.6 54.7 1.4 12.3 181.2
97.6 60.5 1.4 11.0 188.4
101.5 63.1 1.4 11.4 195.4
109.9 65.4 1.5 12.3 208.0
102.8 65.1 1.7 11.8 200.0
106.6 67.3 2.0 11.8 206.3
108.3 69.1 2.1 11.9 210.3
116.2 70.1 2.4 12.4 220.1
108.4 70.6 2.3 1.0 211.2
1121 71.4 2.2 1.1 215.0
113.9 72.0 2.1 10.9 216.8
118.8 73.3 2.3 1.7 225.0
1.3 73.2 2.3 10.9 216.3
115.1 74.8 2.3 10.6 222.2
118.7 76.5 2.2 10.6 227.0
125.1 78.0 2.4 1.3 236.9
58.6 24.6 1.2 5.9 104.8
64.4 27.1 1.4 6.6 114.3
66.2 28.0 2.2 6.8 118.1
66.9 29,0 2.2 6.8 119.7
63.1 27.9 2.3 6.2 H3.9
63.2 28.2 2.2 6.4 4.1
61.3 Jo. 1 2.2 6.5 117.0
63.1 20.2 2.3 6.2 115.0
65.1 29.5 2,2 6.2 118.1
65.3 29.8 2.2 6.5 118.7
64.6 29.1 2.0 5.9 116.1
65.5 29.6 2.1 6.2 118.1
66.7 29.0 2.2 6.3 119.3
68.1 29.4 2.2 6.4 121.6
69.9 29.9 2.3 6.6 124.4
68.0 30.3 2.2 6.7 122.4

I Inctuding cash items in process of collection.

NoTe.— Daily-average balances maintained during month as estimated

DEPOSITS ACCUMULATED FOR

from reports supplicd by a sample of commercial banks. For a detailed
description of the type of depositor in cach category, see June 1971
BULLETIN, p. 466.

PAYMENT OF PERSONAL LOANS

(In millions of doliars)

1

Class of Dcc 3l Dee. 31, | June 30, | Sept. 30,
bank 1974 1975 1975

{ - - —_ p—

All commercial,.,...........| 507 } 389 338 |,
Insured. ......ooiiiinennns 503 387 335 323
National member.,,.v.v .. 288 236 223 222
State member,.......000e.. 64 39 36 35
AlLMEMBEr s avvrrernrreins 352 - 275 [ 260 257

Class of Dec. 31, | Dec. 'H June 30, | Sept. 30,
bank 1973 197 1975 1975
All member—Cont.
Other large banks 1,...... 58 69 14 74
All other member 1....... 294 206 186 183
All nonmember............ 155 115 79 66
Insured.....coivvvineans 152 112 76 66
Noninstured........co0hen 3 . 3 K I AN

1 Beginning Nov. 9, 1972, designation of banks as reserve city banks for
reserve-requirement purposes has been based on size of bank (net demand
deposits of more than $400 million), as described in the BuLLeniN for
July 1972, p. 626. Categorices shown here as “Other large” and Al other
member”’ parallel the previous “Reserve City” (other than in New York
City and the City of Chicago) and “‘Country’ categorics, respectively
(hence the series are continuous over time).

Norte.—Hypothecated deposit:, as shown in this table, are treated one
way in monthly and weekly series for commercial banks and in another
way in call-date series. That is, they arc excluded from “Time deposits”
and “Loans” in the monthly (and ycar-end) series as shown on p. A-14;
from the figures for weekly reporting banks as shown on pp. A-18-A-22
(consumer instalment loans); and from the figures in the table at the
bottom of p. A-13. But they are included in the figures for “Time de-
posits™ and “Loans” for call dates as shown on pp, A-14-A-17.



MARCH 1976 o LOAN SALES BY BANKS; OPEN MARKET PAPER

A25

LOANS SOLD OUTRIGHT BY LARGE COMMERCIAL BANKS

{Anounts outstanding; in millions of dollars)

To selected related institutions?
By type of loan
Dae I .
'l.!)lill !
Conunercial Real All
and estate i other
industrial i
. {
1975 Now. 4,771 2,893 197 | 1,681
4,716 2860 208 1,642
4,740 2,877 208 l 1,653
p 4701 g | 205 1650
Dec. 4,677 2,800 201 ] 1.676
2,5‘)7 i 207 1 1,637
2,575 !} 207 1 1,634
2,650 | 204 1,632
2,530 206 | 1,639
1976 Jan. 2008 | 205 | 1,601

1 To bank’s own forcign branches, nonconsolidated non- 2,617 ] 208 1,547
bank altiliates ol the bank, the bank’s holdinge company (it 2,598 . 208 . {552
not a bank) and nununnolld-uul nonbank subsidiaries or 2,522 .I 208 1,562
the holding company. H ,

Notr.  Series changed on Aug. 2R, 1974, For a cnn:p;lrisnn Feb. 40313 2.560 [ 208 ' 1.5458
of the old and new data for that date, sce p. 741 o1 the Oct. 4,435 2.710 208 1.53
1974 BurLitis, Revised figures received sinee Oct, 1974 d.o44d 2. 719 s 1.517
that attect that comparison are shown in note 2 1 1his table 4.478 2,728 20 1,583
in the Dec. 974 BuaLiois p. A-27. l

COMMERCIAL PAPER AND BANKERS ACCEPTANCES OUTSTANDING
(In mitlions of doltars®
I
Commercial paper Dollar acceptances
| inancial ’ Bank-related § Held by- - Based on-—
Fad companiest ! - R . J—
of el \nn- 4 - ! : ! i
period All Aceepting banks 1 R. Banks
| issuers : Fotal .. o Tm- Px-
Dealer-|  Di- D Dealer- - Others | ports ports All
placed 2 rectly- alaced sty lot- into front ather
placed s : Total Owit Bills Own |eign ! Upited { United
! bills Cbought | acer. corr. ¢ States © States
1966, ., . ... 13,645 {198 983 215 93 Il 2,022 w7 K201 778
1967, ..., 17, T08s Lu06] 1,447 459 164 156/ 2,000 1,086 ag9| 2,241
1968, . ....] 21,173 I_544 1,344 1 200 <8 1wyl 2,717) 1,422 us2| 2,033
1969.,..... :2 ,600 1,567 1,318 249 64 146 3,0740 1 889l T 1S3
1970... 33,071 Tavd| 1,960 735 57 2560 400570 2em] 1050)
1971, 32,1261 5,2971 20,5821 6,247 824 1ddof 7,889 3,480] 2,689 791 261 254 3,804| 2,834 1,546: 3,509
1972. . 34,721 5,655 220980 6,968 1,226] 1 d411] 6,808] 2,706] 2,006 700 106 179] 3.907| 2831| 12600 2745y
1973,...... 1,073 5,487 27, L2004 8,382 1,938 2,943 8,892 2,837 2,318 519 68 581 5,406[ 2,273 3,499 3,120
1974-Dec. .| 49,144 4,601 31839 12,694 L .814] 6.518| I8 484] 4.226] 4. 085 542 BOD) LTo9f 12,150 4,023 4.067] 10.394
1975 Jan. .. 'ﬁl O85] 5.029[732.008; t4.645- 1 822] '6.784) 18.602] 4.357] 3.903 454 V60 S66 0 P2UFINT 401200 4.314) 0168
Feb... 5.167|+32.35 14,732 1176 7,308 18.579) 4804 4.370 494 993 251 12,398 1974 4.2101 10,396
Nar. . 5,342 731,220 14.264| 1. 0R2| "T.272 1§ 730] 4,77} 4,.0%5 1 0665 263 13,0290 2 RAST 4.206] 10,589
Apr. . 5.461032 14.018] “l.old] "7.002] Ix, 727 1,453 1,000 RhA] L. I83 235 13,034 1.ov0p 4,206 10,831
May.. S,889, v 821 12.607) 1oS43 T, 0060 18 o) 4 .45C) 3 K92 2SN 805 234) 12,5591 1,665 4,480 10,257
June.. 5,604 3L 1150 12,045 71 S0l 772300 17,7401 4,774 g 250 082 JIol 11,965 3.406] 4.050| 10,193
July.. GLOIB| 731 2630 12,072 1 649 ¥7. 16,930 4.778] 4.375 503 08§ 129 11138 3,47 1865 9,591
Aug. (749 . 810)  5.6458[732, 172 11.993 -"] Sil) 07, 16.456] 4.546] 3. 08% S58 , ¥40 34| 110,766 1,305 3.806[ 9,144
Sept. . 1748.274F  5.5741 7305130 12.487] sU 464l 7T 3330 Lo 90) 5,0021 4,190 vl a4% 302) 10.836 2330 3,783 v.6ud
Oct...| 50,437] 6,360 322380 11726, 1.59¢° 7. 17.304] 5.013] 4.28% v24 1047 284 10,760 1.467) 3,947] v.890
Nov,.| 49.557] 6,380 32,048 11,120 1,671 7.()|‘l| [7.575] 6.497] 5.084 RIR 727 279 10,3721 3.545] 3.888| 10.441
Dec. .| 47,739 6,230 31,325 10,175 1. 712) 6,941 18,727) 7.332] s.80¢ 11,435 '1.120 293 9978 3.7206]  4.001] 11.000
' ! ' . H 1 i

wed primarily in activities
ingd mortgage banking;
ne, finance leasing, and
2 oand other investment

1 Pinancial companies are 1n~l|uu|nn\ ct
such as, but not limited to, commer
sales, puwnul and mortgace financing; l'a
other business lending; insurance underwrii
activities.,

2 As reported by dealers; includes all inancial company paper sold in
the open market.

3 As reperted by financial companies that place their paper direaly
with investors.

activities \uLh an LU”"nlll\lknlll\)n\‘ L\Vl]\llllull()n m uac-
mnnn\_v‘ wholesale md retatl trade, transporition, .m\l Services,
> lm‘lmlcd in deiler- und directls- p.d\.ul iinancial conyg \mv columns,

srage of banh-reiated companies was expanded in Au" 1974 Most
citse resulting from this expanded coverage oceurred in directly=
placesd paper.

o Bepinning November 1974, the Board ol Governors terminated the
Systeni guarantee on acceptances purchased for foreign oflicial accounts.

prin
turing,
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INTEREST RATES o MARCH 1976

PRIME RATE CHARGED BY BANKS

(Per cent per annum)

Effective date Rate Fiffective date
1974—Apr. .. oo, 10 1975—Jan.
19 10
1014
May 103%
I keb.
1114
1114
June 26........... 113
Mar. 5.,
July 5 e 12 10.,....
18......
Oct. Toiivoin, 1% P2 R
21 i 115
P2 J 14 May 20...........
Nov, 4,.......... 11 June 9. ...,
4, ......... 1034
25,0 i 1014

Rate

10%
10

9%
915

9%
9

8y
81

84
8

7%
7

Y%
7

Effective date

1975~ July

Aug.

Sept. 15...........
Qct.
Nov.
Dec. 2

1976—1Jan.

Rate Monthly average rate
T4 1974-~.Oct.  11.68
TV Nov. 10.83

Dee, 10.50

7%
1975—Jan, 10.05
8 eb,  8.96
Mar. 793
7% Apr.  7.50
May  7.40
T4 June  7.07
July 7.15
TY% Aug.  7.66
Sept.  7.88
7 QOct, 7.96
6% Nov. 7.53
Dec,  7.26
1976—Jan. 7.00
Feb. 6.75

Note. - Effective Apr. 16, 1973, with the adoption of a two-tier or
“'dual prime rate,’”’ this table shows only the “large-business prime rate,”
which is the range of rates charged by commercial banks on short-term
foans to large businesses with the highest credit standing,

RATES ON BUSINESS LOANS OF BANKS

Size of loan (in thousands of dollars)

All sizes 1-9 ! 10-99 100499 500-999 1,000 and over
Center S - S N P . S I —

Nov. Aug. Nov. Aug. Nov. Aug. Nov. ‘ Aug. Nov. Aug. Nov. Avug.

1975 1975 1975 1975 1975 1975 1975 I 1975 1975 1975 1975 1975

! |
; Short-term
| —_

35centers. . oo it 8.29 8.22 9.56 l 9.42 9.15 9.02 8.62 8.48 8.38 8.29 8.04 8.00
New York City. .o vvvvennen 7.99 8.00 9.34 9,28 8.98 8.89 8.52 8.44 8.17 7.93 7.87 7.93
7 Other Northeast........... 8.53 8.43 10,01 9,83 9.36 9.33 8.83 8.71 8.61 8.67 8.15 8.01
8 North Central............. 8.15 8.12 9.13 9.01 8.97 8.79 8.51 8.39 8.27 8.25 7.91 7.94
7 Southeast................. 8.70 8.41 9.68 9.58 9.39 9.21 8.74 8.57 8.62 8.32 8.36 7.94
8 Southwest.,.....oovvnnenn 8.37 8,28 9,38 9.21 8.94 8.76 8.44 8.27 8.18 8.32 8.15 8.06
4 West Coast, . ooovovvin.enn 8.67 8.45 9.73 9.67 9.29 9.21 8.77 8.51 8.76 8.28 8.56 8.37

Revolving credit

35CenterS. v unni i 8.26 8.17 9.93 9.73 9.15 9.06 8.59 8.45 8.41 8.68 8.20 l 8.07
New York City. .. 8.08 8.37 9.01 8.91 8.90 8.94 8.54 8.41 8.44 8.30 8.03 ! 8.37
7 Other Northeast 8.63 8.09 10.38 10.11 8.91 9.01 8.09 8.01 8.19 8.78 8.72 . 7.98
8 North Central. . 8.62 8.27 10.11 9.70 9.57 9,58 9.34 8.81 8.65 8.56 8.49 - §.12
7 Southeast. ..... 9.50 7.82 10,12 10,07+ 9.53 9.47 8.74 8.35 8.30 7.50 10,12 1 7.50
8 Southwest. , 8,51 8.41 9.18 9.36 9.15 8.88 8.62 8.46 | 8.49 8.11 8.42 ' 8.49
4 West Coast, . ovnvninnnen 8.15 8.02 9.71 9,27 8.99 8.84 8.34 8.39 :+ 8,32 9.10 8.09 | 7.83

_ |
Long-term

35 COMLEIS . 0o snveranrsrnnnanas 8.88 - 8.89 9.76 9.45 9.18 9.47 9.11 9.01 1 9,16 8.54 8.79 8.89
New York City., oo vuvinvnnnn 8.44 - 8.77 7.37 8,80 9.09 8.53 9.13 8.86 9.46 8.01 8.32 8.80
7 Other Northeast........... 9.10 . 8.96 9.84 9.35 9.39 10.09 9.02 9.56 | 8.02 9,28 9.33 8.60
8 North Central............. 9.03 . 9.45 9,71 9.71 8.55 9.24 8.94 8.50 ;  9.90 8.23 8.97 9,81
7 8oUtheast. .. ovvvrevanenens 8.87 . #.91 7.82 8.87 8.84 9.66 9,06 9.54 | 9.36 8.04 8. 54 8.30
8 Southwest. ... covvvnnnnn. 4.88 8.41 11.60 9,69 9.44 9.38 1 9.39 8.67 8.97 8.62 8.65 8.18
4 West Coast,vvvinenninnnn, 9.27 8.57 9.90 9.60 9.90 9.24 9.32 II 9.28 9.49 8.47 9.21 8.47
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MONEY MARKET RATES
(Per cent per annum)
U.S. Government securities s
Prime Finance e e [ e -
commercial co., " Prime | Ped-
Period papert paper bankers’ eral 3-month billsé G6-month bilis6 9- to [2-month issues

i _.| placed aceept- funds . R R _ 3-10 §-

directly, ances, rate4 | year

90-119 41006 Jtwo 90 days3 Raute Markct Rate Market [-year | issues 7

days months | months2 on new yield on new yietd biil (mar- | Other?
issue issue ket yield)e
1967.. 5.10 4.89 | 4.75 4,22 4,321 4.29 4,630 4.61 4.74 4.84 5.07
1968, . 5.90 5.69 ° 5.75 5.66 5.339 5.34 5.470 5.47 5.46 5.62 5.59
1969... 7.83 7.16 ] 7.614 8,21 6.677 6.67 6.853 1 6.86 6.79 7.06 6.85
|

| 7.72 7.23 . 7.31 7.17 6.458 6.39 6,562 6.51 6.49 6,90 7.37
5.11 4.91 4.85 4.66 4,348 4.33 4.511 4.52 4.67 4.75 5.77

4.69 4.52 4.47 4.44 4.071 4.07 4.466 4.49 4.77 ' 4.86 5.85

8.15 7.40 8,08 8.74 7.041 7.03 7.178 7.20 7.01 7.30 6.92

9.87 8.62 9.92 10,51 7.886 7.34 7.926 7.95 7.71 8.25 7.81

6.33 6.16 6.30 5.82 5.838 5.80 6.122 6.11 6.30 6.70 7.55

i

6.33 6.24 6.35 6.24 5.583 5.50 5.674 5.62 5.56 5.97 6.85

6.06 6.00 6.22 5.54 5.544 5.49 5.635 5.62 5.70 6.10 7.00

6.15 5.97 6.15 5.49 5.694 5.61 6.012 6.00 6.40 6.8 7.76

5.82 5.74 5.76 5.22 5.315 5.23 5.649 5.59 .91, 6.3 7.49

5.79 5.53 5.70 5.55 5.193 5.34 5.463 5.61 5.80 6.26 7.26

6.44 6.02 6.40 6.10 6,164 6.13 6.492 6.50 ¢ 6.64 7.07 7.72

6,70 6.39 6.74 6.14 | 6.463 6.44 6,940 6.94 - 7.16 7.55 8.12

6.86 6.53 6.83 6.24 6.383 6.42 6.870 6.92 7.20 7.54 8.22

6.48 6.43 1 6.28 5.82 6.081 5.96 6.385 6.25 6.48 6.89 7.80

5.91 5.79 5.79 5.22 5.468 5.48 5.751 5.80 6.07 6.40 7.51

5.97 | 5.86 5.72 5.20 5.504 5.44 5.933 5.85 6. 16 6.51 7.50

|
5.27 5.16 5.08 4.87 4.961 4.87 5.238 5.14 5.44 5.71 7.18
5.23 5.00 4.99 4.77 | 4.852 4.88 5.144 5.20 5.53 5.78 7.18
Wecek ending—

1975--Nov. 1..... 5.88 6.00 6.00 5.83 5.65 5.685 5.58 5.974 5.82 6.02 6.42 7.50
8 5.88 6.03 6.00 5.79 5.17 5,602 I 5.50 5.792 5.71 5.89 6.30 7.41

5.75 5.88 5.63 5.77 5.24 5.279 @ 5.37 5.483 5.65 5.96 6.27 7.38

5.75 5.88 5.78 5.79 5.24 5.471 5.49 5.796 5.85 6.17 6.47 7.60

5.75 5.88 5.78 5.80 5.28 5.520 5.54 5.933 5.98 6.24 6.54 7.62

5.85 5.98 5.88 5.80 5.25 5.550 5.57 5,995 6.04 6.30 6.65 7.59

5.98 6.03 5.95 5.81 5.26 5.633 5.60 6.144 6.06 6.43 1 6.79 7.67

5.08 6.03 5.95 5.72 5.17 5.491 5.44 5.914 5.85 6.20 6.54 7.50

5.84 5.94 5.75 5.65 5.18 5.340 5.28 5.678 5.60 5.91 6.25 7.37

1976. -Jan. 5.69 5.81 5.69 - 5.52 5.18 5.208 5.19 5.507 5.49 5.77 6.11 7.28
5.33 5.40 5.33 5.25 5.12 5.226 5.07 5.521 5.32 5.58 5.91 7.20

5.10 5.23 5.3 5.04 4.76 4.826 4.84 5.066 5.11 5.41 5.68 7.14

5.10 5.23 510 5.0t 4.81 4.783 4.78 5,046 5.06 5.37 5.65 7.18

5.00 5.13 5.00 4.94 4.80 4.763 4.72 5.052 5.00 5.32 5.53 7.16

5.05 5.15 5.00 4.95 4.82 4.811 4.90 5.066 5.15 5.45 5.71 7.16

5.13 5.25 5.13 4.97 4.73 4.872 4.85 5.133 | 5.13 5.47 5.74 7.17

5.22 5.28 5.13 5.02 4.70 | 4.854 4.87 517110 5.22 5.58 5.79 7.20

5.13 5.25 5.13 : 5.04 4.80 | 4.870 4.90 5.204 - 5.28 5.62 5.86 7.18

: |

1 Averages of the most representative daily offering rate quoted by
dealers.

2 Averages of the most representative daily oflering rate published by
finance companies, for varying maturities in the Y0-179 day range. R

3 Beginning Aug. 15, 1974, the rate is the average of the midpoint of
the range of daily dealer closing rates offered for domestic issues; prior
data are averages of the most representative daily offering rate quoted by
dealers.

4 Seven-day averages of daily effective rates for week ending Wednesday,

Since July 19, 1973, the daily effective Federal funds rate is an average of

the rates on a given day weighted by the volume of transactions at these

rates. Prior to this date, the daily effective rate was the rate considered
most representative of the day’s transactions, usually the one at which
most transactions occurred.

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

6 Bills quoted on bank-discount-rate basis,

7 Sclected note and bond issues,

NoTtE.—igures for Treasury hills are the revised series described on p.
A-35 of the Oct. 1972 BULLFTIN.



A28 INTEREST RATES o MARCH 1976

BOND AND STOCK YIELDS

(Per cent per annum)

|
Government bonds Corporate bonds | Stocks
State and local Aaa utility By sclected ’ By Dividend/ Earnings/
——— . rating | group price ratio price ratio
Period United . Total! e e —— == ad
States . .
(long- Re- © Aaa Baa I?g}:;- 5;'“3" {,;l'll)'lllc
term) | Total! | Aaa Baa New , cently ! @ i Y | pre- | Com- Com-
issue | offered ferred | mon mon
Seasoned issues
6.59 6.42 | 6.12 ] 6.75 8.68 8.71 8.51 8.04 | 9.11 . 8.26 8.77\ 8.68 | 7.22 3.83 6.46
5.74 5.62 5.2 5.89 7.62 7.66 7.94 7.39 8.56 1 7.57 8.38 . 8.13 ¢ 6.75 3.14 5.41
5.63 5.30 5.04 5.60 7.31 7.34 | 7.63 7.21 8.16 7.35 7.99 + 7,74 7.27 | 2.84 5.50
6.30 5.22 | 4.99 5.49 1 7.74 7.75 7.80 | 7.44 8.24  7.60 8,12 7.83 7.23 3.06 7.12
6.99 6.19 5.89 6.583 9.33 9.34 8.98 8.57 9,50 8.78 8.98 v.27 8.23 4.47 11.60
6.98 7.05 6.42 7.62 9.40 9.41 9.46 ¢ 8.83 1 10,3y 9.25 9.39 9.88 8.38 4.3 f..o
1975 6.40 5.96 7.03 8.97 9.09 9.33 8.62 | 10.43 ; 9.01 9.32 9.83 8.07 4.
6.70 6.28 7.25 9.35 9.38 9,28 8.67 | 10.29 * 9,05 | 9.25 9.67 8.04 | 4.
6.98 6.46 7.43 9.67 .65 9.49 8.95 | 10.34 9.30 9,39 9.88 8.27 4.3
6,95 6.42 7.48 9.63 Y.65 9,55 8.90 1 10.46 9.37 9.49 9,03 8.5t 4.
i 6.96 6.28 7.48 9.25 1 9,32 9.45 8.77 . 10.40 | 9.29 9.40 | 9.81 8.34 | 4.
7.07 7 6.39 7.60 9.41 9.42 9.43 8.84 | 10.33 9.26 9,37 9.81 8,24 4,
7.12 6.40 1 7,71 9.46 . 9.49 9.51 8.95 | 10.35 9.29 9.41 9.93 8.4l 4.7
7.40 6.70 j 7.96 9.68 9.57 9.55 8.95 | 10.38 9.135 9.42 9.98 8.56 4.
7.40 1 6,67 8,01 9.45 9.43 | 9,51 §.80 [ 10.37 | 9,32 [ 9.40 | 9.94 8.58 4.
7.41 ° 6.64 , 8.08 9.20 9.26 9,44 8.78 | 10.33 9.27 9.36 9.83 8.50 4.
7.29 0 6.50 0 7.96 | 9.36 | 9.21 9.45 8.79 {1 10.35 | 9.26 | 9.37 9.87 8.57 | 4.
1976  Jan... 0.94 7.08 6.22 7.81 8.70 8.79 9.33 §.60 | 10.24 9.16 9,32 9.68 8.16 3.80 |..........
Feb.o.. ... 6.92 6.94 ) 6.04 | 7.76 8.63 8.63 ] 9.23 §.55 1 10,10 | 9,12} 9,25 9.50 | 8.00 367 |
Week ending— : !
1976 - Jan.  3..  7.08 7.26 6. 45 7.92 |....... 9.10 9.40 8.66 | 10.33 9.21 9.36 9.79 8.48 4.08
10,. . 6.96 7.12 6.25 7.84 8.88 8.94 9.37 8.63 | 10.31 9.18 9.34 9.75 8.42 3.91
17..7 6.90 7.10 | 6.25 7.83 8.64 | 8.68 | 9.34 §.60 | 10,26 | 9.17 9.3} 9.71 8.22 3.78
24..| 6.93 7.02 6.15 7.7 8.62 8.69 9,31 8.58 | 10.20 9.1§ 9,32 9.064 7.97 3.74
31..; 6.94 6,90 6,00 7.68 8.66 8.68 9.28 8.57 | 10.16 9.13 9.30 9.59 8.04 3.75
Feb, 7.0 6.93 6.90 6.00 7.70 8.68 8.62 9.26 8.56 1 10.14 9.14 9.28 9.52 7.91 363 ...,
14.. 6.96 6.95 6.05 777 oo 8.68 | 9.25 8.57 110,12 9.13 9.27 9.52 7.95 367 o
21, 6.94 6.96 6.06 7.78 8.64 8.67 | 9.23 §.56 10,09 9,12 9.23| 9.50 | 7.99 K0 T
28... 6.88 6.96 6.06 7.78 8.58 8.56 | Y.19 8.5! [ 10,04 . 9,10 9.20| 9.44 | 8.14 3.65 ...,
1
Number or ' i ;
issues2,, ..., i 15 20 5 T 121, 20 30 ; 41 30 40 14 500 500
l i |
I Includes bonds mlul Aa and A, data tor which are not shown sep- rovt., general obligations only, based on Fhurs. ﬁgmu from Moody’s
arately.  Hecause of a limited number of suitable issues, the number lnvcswr\ Service, (3) Corporate, rates for “New issue” and **Recently

of corporate bonds in some groups has varied somewhat. As of Dec.
23, 1967, there is no longer an Aaa-rated railroad bond series.

2 Number of issues varies over time; figures shown rellect most recent
count.

offered” Aaa utility bonds, weekly averages compiled by the Board of
Governors of the Federal RL:(.rvu System; and rates for seasoned issues,
averages of daily figures from Momlv s Investors Service.

Stocks: Standard and Poor's corporate series. Dividend/price ratios
are based on Wed. figures. Earnings!price ratios as of end of period.

NoTE. Annual yields are averages of weekly, monthly, or quarterly Preferred stock ratio based on 8 median yields for a sample of non-
data, callable issues- 12 industrial and 2 public utility. Common stock ratios
Bonds: Monthly and weekly vields are computed as follows: (1) U.8. on the 500 stocks in the price index. Quartecly earnings are seasonally

Govt., averages ol daily figures for bonds maturing or callable in 10 years
or more; from Dederal Reserve Bank of New York. (2) State and local

NOTES TO TABLES ON OPPOSITE PAGE:
Security Prices:

NoOTE.—-Annual data are averages of daily or weckly figures. Monthly
and weekly data are averages of daily figures unless otherwise noted and are
computed as follows: U.S. Govt, bonds, derived from average market
yields in table on p. A-28 on basis of an assumed 3 per cent, 20-year
bond. Municipal and corporate bonds, derived from average yields as
computed by Standard and Poor’s Corp., on basis of a 4 per cent, 20-
year bond; Wed, closing prices. Common stocks, derived from com-
ponent common stock prices. Average daily volume of trading, presently
conducted § days per week for 6 hours per day.

adjusted at annual rates.

Stock Market Customer Financing:

I Margin credit includes all credit extended to purchase or carry stocks
or related equity instruments and secured at least in part by stock (Dec.
1970 BULLETIN, p. 920). Credit extended by brokers is end-of-month data
for member firms of the New York Stock Exchange. June data for banks
are universe totals; all other data tor banks represent estimates for all
commercial banks based on reports by a reporting sample, which ac-
?ounled for 60 per cent of security credit outstanding at banks on June 30,

971

2 In addition to dssu,mm, a current loan value to margin stock generally,
Regulations T and U permit special loan values for convertible bonds and
stock acquired through exercise of subscription rights.

3 Nonmargin stocks are those not listed on a national securities exchange
and not included on the Federal Reserve System’s list of over the counter
margin stocks. At banks, loans to purchase or carry nonmargin stocks are
unregulated ; at brokers, such stocks have no loan value.

4 Free credit balances are in accounts with no unfulfilled commitments
to the brokers and are subject to withdrawal by customers on demand,
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