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Adjustable-Rate Financing in Mortgage and
Consumer Credit Markets

John L. Goodman, Jr., and Charles A. Luckett
of the Board’s Division of Research and Statis-
tics prepared this article.

The variability of interest rates in recent years
and the trend toward deregulation in financial
markets have spawned a number of innovations
in lending practices. Among the more prominent
of these changes is the use of adjustable-rate
loans in the home mortgage and consumer credit
markets, where the fixed-rate, fixed-term con-
tract had long been the dominant credit instru-
ment.

Lenders have embraced the adjustable-rate
loan as a means of shifting to borrowers part of
the sharply increased risk to which higher and
more widely fluctuating interest rates have ex-
posed them. That risk was particularly acute in
the mortgage market—mortgage loans were typi-
cally written with 25- to 30-year maturities, while
for most creditors the cost of obtaining loanable
funds was tied to liabilities with much shorter
terms. Borrowers, meanwhile, have found that
adjustable-rate loans possess several attractive
features that can compensate for sharing the risk
of higher interest costs. These features include
the opportunity to benefit from possibly lower
interest rates in the future, without resort to
costly refinancing, as well as access to initial
interest rates that are generally lower than pre-
vailing fixed rates.

Adjustable-rate loans currently account for
almost half of the home mortgages and perhaps
as much as 20 percent of the consumer loans
being made. This article describes the forces
underlying the development of adjustable-rate
lending in mortgage and consumer credit markets
and compares typical lending practices in the two
markets.

HOME MORTGAGE CREDIT

The emergence of the adjustable-rate mortgage
(ARM) as a major form of home financing is one
of the most significant developments in the resi-
dential mortgage market since the long-term,
self-amortizing, fixed-rate loan was introduced in
the 1930s. The share of ARMs in the market has
grown from a negligible portion as recently as
1980 to approximately half of all home loans
originated today. The sharply increased flow of
these loans pushed their share of all home mort-
gage debt outstanding to almost one-fifth by mid-
1985.

With ARMs, the U.S. housing credit market
has been moving in the same direction as the
market for commercial and industrial loans, in
which the trend over the years has been toward
variable rates (as discussed by Thomas Brady in
a new Federal Reserve staff study summarized in
this issue). And though ARMs are a fairly recent
arrival on the U.S. home mortgage scene, mort-
gages with adjustable interest charges have long
been the standard in some other industrialized
countries, including Australia, Canada, and the
United Kingdom.

Reasons for the Expansion
of ARM Lending

The high and volatile interest rates of the late
1970s and early 1980s sparked the development
of ARMs. Thrift institutions, the largest single
source of home mortgage credit, were especially
harmed by the unanticipated rise in interest rates
during that period. The higher rates raised costs
of relatively short-term deposits for those institu-
tions more quickly than it increased returns on
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their portfolios of long-term, fixed-rate mortgage
assets.

Before 1979, only state-chartered institutions
in a handful of states were permitted to make
adjustable-rate home loans; California accounted
for most of such lending. But, by 1981, federally
chartered savings and loan associations and sav-
ings banks, as well as national banks, were
allowed to make adjustable-rate home loans.
Unlike the earlier variable-rate loans, which
were subject to state regulation, the ARMs au-
thorized by the federal enabling laws and regula-
tory changes in 1981 carried few restrictions. In
particular, a wide range of index rates and
schemes for periodic rate adjustments were per-
mitted.

The easing of regulations was an essential
condition for ARM lending to grow, but did not
guarantee that consumers would accept such
loans. In principle, several kinds of homebuyers
are apt to find ARMs an attractive alternative to
fixed-rate mortgages. One group includes con-
sumers who expect interest charges (and thus
their loan payments) to be lower in the future
with an ARM than with a fixed-rate loan. To be
sure, ARMs have caught the attention of many
consumers because initial interest rates typically
have been below rates available on fixed-rate
mortgages. But the relevant cost measure for
borrowers is the average interest rate that they
expect to pay over the entire term of indebted-
ness—an expectation dependent on changes in
interest rates as well as on the duration of the
indebtedness. A borrower likely will require a
lower expected average rate on an ARM than on
a fixed-rate loan to compensate for the risk of
rate increases.

Others who may find ARMs attractive are
homebuyers who expect to reside in their new
home for only a short time. A low initial interest
rate on an ARM, especially if combined with
limits on periodic rate adjustments, can often
guarantee a relatively low average rate for some-
one planning to move again within, say, three
years. ARMs may also appeal to those who
expect their incomes, and therefore their ability
to make mortgage payments, to move closely in
step with any rise in interest rates. Borrowers
constrained by the income requirement for a
fixed-rate loan also may find the ARM attractive

because practices in loan underwriting have typi-
cally permitted homebuyers to qualify for a larg-
er loan with an ARM than with a fixed-rate
mortgage.

ARM Features and Pricing

The interest rate on an adjustable-rate home loan
is subject to changes that can result in higher or
lower monthly mortgage payments. Some other
types of mortgages, notably the graduated-pay-
ment mortgage, also have a variable monthly
payment; however, an ARM differs from the
graduated-payment mortgage in that increases or
decreases in future payments are not scheduled
or known in advance. The ARM is thus charac-
terized by the transfer, from lenders to borrow-
ers, of some of the risk of changes in market
interest rates.

Several features govern the interest rates on
ARMs:

o The index is the base rate from which the
ARM rate is calculated. Typically, indexes are
widely available measures not under the control
of any single lender, such as interest rates on
Treasury securities or the cost of funds at feder-
ally insured thrift institutions.

o The adjustment period is the length of time
that the interest rate or loan payment on an ARM
is scheduled to remain unchanged; at the end of
this interval, the rate is reset and usually the
monthly loan payment is recalculated according-
ly.

o The margin is the markup that, when added
to the index, establishes the scheduled rate,
called the ‘“‘program’’ rate, at each adjustment
interval.

o Initial discounts are the interest rate conces-
sions offered on the first year or more of the loan
that reduce the interest rate below the program
rate (that is, the index plus margin). Initial dis-
counts are often offered as marketing aids on
ARMs.

o Caps are limits on the extent to which either
the interest rate or the monthly payment can be
changed at the end of each adjustment period or
over the life of the loan.

The mix of ARM features has varied consider-
ably since 1981 as creditors have gained experi-
ence and consumer preferences have changed.
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Industry surveys indicate that immediately after
ARMs were authorized nationally, they often
featured either three- or five-year interest rate
adjustment periods. By early 1985, however, the
adjustment interval of the typical ARM had been
cut to one year. As the interval has been re-
duced. more market-sensitive measures have
been chosen as indexes. Formerly among the
most common indexes were the cost of funds at
federally insured thrift institutions nationwide or
in the home loan bank district covering Califor-
nia, Arizona, and Nevada (chart 1); now the
more variable one-year U.S. Treasury borrowing
rate is more widely used.

Two other important changes in the past few
years relate to the magnitude of the initial rate
discounts and the caps on adjustments to the
interest rate. During 1983 and early 1984, some
lenders were offering large promotional ‘‘teaser™
discounts—3 to 6 percentage points below the
scheduled ARM rate—in the initial period. In the
case of new homes, the cost of the discount often
was paid by the builder, who **bought down'" the
interest rate and added the cost back into the
purchase price of the house. Recently, lenders
and insurers have come to realize that large
discounts usually render the loans unprofitable;
also, lenders perceive the threat of regulation in
reaction to consumer complaints of misleading
lending practices. As a result, considerably few-
er offerings of loans with large discounts seem to
have been made during late 1984 and 1985. At the
same time and for some of the same reasons,
caps on annual and life-of-loan adjustments to

interest rates have become more common. In
early 1985, more than 95 percent of ARMs origi-
nated at thrift institutions featured annual or
lifetime caps or both.

ARM lenders have faced several marketing
questions in determining the combination of
ARM features and rates that will maximize the
profitability of their mortgage lending. Presum-
ably, a lender will set ARM rates and terms to
generate the same expected revenue as a fixed-
rate mortgage over the anticipated life of the loan
except for a concession in the ARM rate for
lessened interest rate risk. In practice, a given
expected yield can be generated from any one of
several sets of ARM features. For example, the
potential cost to a lender of setting caps on
periodic adjustments to the interest rate can be
offset by reducing the initial discounts, by raising
margins, or both.

The variety of design options consequently has
spurred a proliferation of ARM types. By one
count, more than 400 distinct kinds of ARMs
were being originated early in 1984. More recent-
ly, trade reports indicate some consolidation in
the variety of ARMs, partly because trading in
the secondary market requires a more standard-
ized product. The most common type has be-
come an ARM with annual interest rate adjust-
ments tied to the yield on one-year Treasury
securities; the adjustments are capped at 2 per-
centage points annually and at 5 to 7 percentage
points over the life of the loan.

Changes over time in the average initial inter-
est rate on ARM loans have been affected by the
evolving mix of ARM features. As shown in
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chart 2, the spread between ARMs and fixed-rate
mortgages has varied considerably during the
past four years. At first, when short-term interest
rates in general were unusually high relative to
longer-term rates, the average adjustable rate
actually exceeded the fixed rate; later the two
rates occasionally moved in opposite directions.
Generally, however, they have followed similar
patterns of change.

Much of the first-year rate advantage of ARMs
in 1984 apparently reflected special initial dis-
counts because neither the index values nor the
other features of ARMs being written at that time
imply the relatively low initial rates. In 1985, by
contrast, the initial interest rate advantage on
ARMs appears to have reflected mainly the fact
that rates on short-term securities in general
were low relative to long rates. Throughout the
first half of 1985, the spread between initial rates
on one-year ARMs and rates on fixed-rate loans
with an expected life of roughly 10 years has
approximated the spread between Treasury se-
curities of comparable maturities, as shown in
chart 3.

Determinants of ARM Market Share

The volume of adjustable-rate mortgages in the
marketplace demonstrates that many consumers
have found them preferable to fixed-rate mort-
gages. The market share of ARMs, however, has
varied substantially (see chart 4). Two factors
that explain statistically much of the change in
share are the general level of mortgage interest
rates and the initial rate advantage on ARMs.
Other things equal, the ARM share of ail home

loan originations—including conventional loans
as well as federally insured or guaranteed mort-
gages—has tended to be high during periods of
relatively high interest rates and lower at other
times. Of secondary importance is the initial rate
advantage on ARMs; that is, for any given gener-
al level of rates, the ARM share usually has been
higher when the initial rate advantage on ARMs
has been larger. This pattern is consistent with a
choice by consumers of a fixed-rate loan when
interest rates are low enough for them to have
both the security offered by the fixed-rate and
the house they want. But even at low fixed-rates,
some homebuyers can be won over to adjustable
rates by larger initial rate advantages.

The consumers who used ARMs to borrow
during the first half .of 1982 and those who
borrowed with ARMs in 1984 may have had
different reasons. Housing activity was low in
1982 because of the high interest rates, reduced
incomes, and lowered consumer confidence ac-
companying the business recession that contin-
ued through the end of the year. Mortgage bor-
rowers in 1982, many of whom presumably had
little fiexibility in the timing of their changes of
residence, were faced with an unattractive
choice: a fixed-rate loan at an unusually high
interest rate, or an ARM with an equally high
initial rate but at least the possibility of a subse-
quent downward adjustment. More than one-
third chose an ARM despite the lack of any initial
rate advantage.

By 1984, total home mortgage lending was
more than double the volume of 1982, and the
ARM share rose further in the first half of the
year. By that time, interest rates on fixed-rate
loans had declined more than 2 percentage points
from their 1982 peaks; but the initial rate on one-

4. ARM share of home loan originations

. Percent
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Quarterly data.
Sources. Federal Home Loan Bank Board, Federal Housing
Administration, Veterans Administration.



year ARMs had fallen twice as much, and these

loans were widely available at first-year rates of

11 percent or less, compared with 13 percent or
more for fixed-rate mortgages. Consumers were
apt to be attracted to ARMs if they expected the
ARM rate not to rise significantly—whether be-
cause of their expectations of market develop-
ments, caps on their rate adjustments, or inade-
quate understanding of the terms of their loans.
Also likely to choose an ARM during this period
were homebuyers with short expected durations
of residence or with a desire for a mortgage
larger than the amount for which they could
qualify with fixed-rate financing.

Impact of ARMs on Financial Institutions

A variety of institutions offer home mortgage
loans. Thrift institutions (savings and loan asso-
ciations and savings banks) originated more than
half of the total dollar volume in 1984, a fairly
typical year in this respect. Commercial banks
and mortgage companies accounted for most of
the rest (table 1). By last year, thrift institutions
had become specialists in ARM lending. Savings
and loans issued a disproportionately large share
of all ARMs; their incentive to make ARMs has
been greater than that for other lenders because
of the wider gap between the average maturity of
assets and liabilities at savings and loans. The
largest of these institutions have shown the
greatest tendency to make ARMs, and some of
these institutions report that they no longer even
offer fixed-rate home loans.

Although more than half of all conventional
home loans made by thrift institutions since late
1981 have been ARMs, most of the mortgage
holdings of these institutions carry the fixed
rates prevalent in earlier years. Furthermore,
some of the ARM holdings are not particularly
rate sensitive compared with deposits and bor-
rowings at thrift institutions. Sluggish indexes of
the cost of funds and caps on rate adjustments
keep returns on a portfolio of ARMs from adjust-
ing fully to market rates, even annually. To date,
therefore, the reduction in the exposure of sav-
ings and loans to interest rate risk has been
limited.

Commercial banks, too, have increased their
ARM lending. These institutions have had less
incentive than their thrift counterparts to en-
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1. Home mortgage origimations. by lender type.
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Federal Home Loan Bank Board, Federal Reserve Board.

hance the interest rate sensitivity of their assets
because they have held relatively more short-
term or variable-rate loans of other types.

Mortgage companies have continued to con-
centrate on fixed-rate lending. One reason is
that, more than other lenders, they specialize in
home loans that are insured by the Federal
Housing Administration (FHA) or guaranteed by
the Veterans Administration (VA). FHA and VA
loans accounted for approximately 15 percent of
the total dollar volume of home loans originated
in 1984, but such loans made up nearly half of the
volume originated by mortgage companies. Not
until late 1984 did the FHA begin to insure
adjustable-rate mortgages, and the volume of
ARMs it has underwritten to date has been
insignificant. The VA has no guaranty program
for ARMs.

The Secondary Market for ARMs

A second reason for the relatively few ARMs
originated by mortgage companies is that these
companies usually sell the mortgages that they
originate rather than hold them, and there have
been relatively few buyers of ARMs. Mortgage
companies have, however, sold some ARMs to
thrift institutions that want to increase the pro-
portion of ARMs in their portfolios.

The Federal National Mortgage Association
(FNMA) has been the other major purchaser of
ARMs from mortgage companies and other loan
originators. FNMA has carried out its functions
of enhancing the liquidity and stability of the
mortgage and housing markets largely by buying
mortgage loans from vriginators; it finances
these purchases by issuing debt. FNMA suffered
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from the runup of interest rates in the late 1970s
and early 1980s because, like the thrift institu-
tions, it had a portfolio of mortgage loans with an
average maturity longer than that of its liabilities.
In an attempt to reduce its maturity gap as well
as to generate fee income on its purchases,
FNMA bought more than $9 billion of ARMs in
198384, roughly 5 percent of all ARMs originat-
ed during that period.

Few secondary market outlets for ARMs have
emerged other than FNMA and thrift institu-
tions. A market for pass-through securities is-
sued against pools of adjustable-rate mortgages
has developed only slowly. This is one reason
that the Federal Home Loan Mortgage Corpora-
tion (FHLMC), a major issuer of fixed-rate mort-
gage pass-throughs, has not purchased a large
volume of ARMs so far. The lack of ARM-
backed securities stands in sharp contrast to the
situation in the fixed-rate mortgage market,
where ‘‘securitization’’ of mortgages mainly
through the issuance of pass-throughs by
FHLMC and FNMA or guarantees by the
Government National Mortgage Association
(GNMA) has been a prime source of capital for
mortgage lending.

The slow pace at which ARM-backed mort-
gage securities have developed is in part a conse-
quence of the diversity of the product. First, the
variations in ARMs make it difficult to create a
large pool of such loans with similar features, as-
traditionally required to back a marketable se-
curity issue. Second, potential investors in an
ARM pass-through security can turn to alterna-
tive outlets that have many of the desirable traits
of ARM pass-throughs but none of the uncertain-
ty regarding the duration of the investment or the
possibility that caps will limit interest rate in-
creases. In this connection, the weak secondary
market to date for the FHA-insured ARM in
particular is attributable to investor coolness
toward the comparatively restrictive annual cap
of 1 percent on interest rate adjustments on these
loans. Because most FHA-insured and VA-guar-
anteed loans are originated for sale in the second-
ary market via GNMA-guaranteed pass-through
securities, the lack of investor demand for
GNMA ARM securities has effectively blocked
origination of FHA-insured ARMs in the primary
market.

A final constraint on the growth of ARM-
backed mortgage securities has been the inclina-
tion of many thrift institutions to hold ARM
loans in their portfolios in order to narrow the
maturity gap between their assets and liabilities.
Because thrift institutions have been originating
roughly 60 percent of all ARMs since the begin-
ning of 1984, their retention of ARMs has signifi-
cantly limited the potential flow of these instru-
ments to the secondary market.

Underwriting and Insuring ARMs

The potential with adjustable-rate mortgages for
increases in interest rates, and therefore in
monthly payments, raises the chances that some
homeowners will be unable to meet the payments
on their ARM loans. Thus, while ARMs relieve
lenders of some interest rate risk, they may
expose lenders to greater credit risk—that is, the
risk that borrowers will default on the loans.

Although a homeowner’s cash-flow difficulties
can lead to delinquency on mortgage payments,
an owner’s equity in his or her house is the most
important determinant of default and eventual
foreclosure on a loan. As long as the market
value of a house exceeds the loan balance, an
owner has an incentive to sell the property or to
borrow additional funds needed to meet the
payments rather than default. The possibility
that ARMs will generate low or even negative
owner’s equity is, therefore, the prime reason for
concern about increased risk of default with
these loans. The average loan-to-value ratio on
ARMs has been comparatively high: on conven-
tional ARM home loans originated between Jan-
uary 1984 and July 1985, it was 78 percent; on
conventional fixed-rate mortgages, it was 74 per-
cent.

Another source of concern about owner’s eg-
vity with ARMs is the scheduled or potential
negative amortization on some of these loans.
Graduated-payment ARMs and ARMs with caps
on increases on loan payments but not on the
underlying interest rate can cause the loan bal-
ance to build up over time, further shrinking the
owner’s equity; this can occur if the scheduled
interest payment goes up more than the maxi-
mum allowable increase in payment. The result-



ing increase in loan principal may be repaid by
higher future monthly payments or by extending
the life of the loan. These forms of ARMs have
accounted for only a small percentage of ARMs
originated recently but were more common be-
fore this year.

Because ARMs are still new and because rates
on which the ARM indexes are based have been
falling during much of the period since 1981,
reliable evidence has yet to emerge about the
delinquencies and defaults on these loans. Expe-
rience with fixed-rate mortgages suggests that
home loans are most likely to go bad in the third
year after origination, and most ARMs are not
yet that old. Delinquency and default rates on
fixed-rate mortgages have reached postwar highs
in the past year as the average annual rate of
increase in property values slowed from 12 per-
cent in the last half of the 1970s to about 3
percent since 1981. (In some locales, house
prices have even been declining.) By restricting
the buildup of equity, slower appreciation in
prices may be expected to increase default rates
for ARMs as well.

Private mortgage insurance companies have a
heavy stake in the incidence of default on home
loans whether with fixed or adjustable rates.
These firms have insured roughly 30 percent of
all home loans originated in recent years and a
somewhat larger share of adjustable-rate loans.
Insurance, usually required by lenders for all
conventional mortgages with initial loan-to-value
ratios greater than 80 percent, typically covers
the top 20 to 25 percent of the mortgage amount.
Private mortgage insurers have already decided
that their risks of insuring ARMs exceed their
risks on traditional fixed-rate business, In mid-
1984, these companies raised their premiums on
ARMSs to a third or more above the premiums for
fixed-rate mortgages and raised the ratio of in-
come to initial loan payments required of new
ARM borrowers.

The private mortgage insurance companies are
not alone in their attempts to limit the potential
for default on ARMs. Recently the Federal
Home Loan Bank Board, its subsidiary, the
Federal Home Loan Mortgage Corporation, and
the Federal National Mortgage Association have
all taken steps to restrict the origination and
trading of those ARMs with the highest probabil-
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ity of default. These measures were taken in
response both to market forces and to the threat
of renewed regulation motivated by concerns for
consumer protection.

The multitude of ARM forms and their novelty
have made it difficult for consumers to assess the
advantages and the risks of all the alternative
kinds of loans available to them. Without ade-
quate information, consumers face greater
chances of entering credit agreements with more
interest rate risk than they are prepared to bear.
Since early 1984, a variety of private and public
actions have been taken to educate mortgage
borrowers about ARMs, including joint publica-
tion by the Federal Reserve Board and the
Federal Home Loan Bank Board of a congres-
sionally mandated booklet on ARMs, which is
widely distributed to prospective mortgage bor-
rowers. And, in cooperation with lender and
consumer groups, the Federal Reserve Board
continues to refine the information on rates re-
quired by law to be disclosed on certain mort-
gage contracts.

Eftects of ARMs on Housing Demand

In theory the availability of ARMs might have
stimulated aggregate housing demand during the
past two years. That is, if the many home mort-
gage borrowers who chose ARMs viewed them
as a less expensive alternative to fixed-rate fi-
nancing, the perceived savings in credit costs
might have been reflected in stronger housing
demand than would have existed otherwise, as
well as in the selection of ARMs over fixed-rate
mortgages.

Furthermore, during much of the past three
years, an individual or family could qualify for a
larger mortgage if the loan carried an adjustable
rate instead of a fixed rate. That was the case
because qualifications were set with reference to
the initial loan payment, which is typically lower
on an ARM than on the corresponding fixed-rate
foan.

Somewhat surprisingly, recent studies indicate
that ARMs have generated little, if any, added
housing demand (see, for example, the study by
Howard Esaki and Judy A. Wachtenheim in the
Winter 1984-85 issue of the Federal Reserve
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Bank of New York's Quarterly Review). This
research has suggested that the strong expansion
of single-family housing construction since the
recessionary low of late 1981 has coincided with
the emergence of ARMs but has not resulted
from it. Other factors—notably lower interest
rates on fixed-rate mortgage loans, the larger
number of potential homebuyers, and sustained
growth in income and consumer confidence—
explain most of the rise. Although conclusions
can be only tentative at this early date, the
anticipated savings with ARMs have apparently
been sufficient to persuade consumers to switch
forms of financing but not to alter substantially
their choices of housing.

From another perspective, there is little evi-
dence that ARMs have affected the degree to
which housing production is sensitive to interest
rates. Because of ARMs, the mode of home
financing may now vary with the general level of
interest rates, but the volume of mortgage bor-
rowing and housing demand appears to vary
inversely with interest rates about as much as it
has in the past.

CONSUMER CREDIT

The movement toward adjustable-rate lending is
less well documented in the consumer credit
market than it is in the mortgage market. Adjust-
able-rate instruments for consumer loans clearly
were developed later than the mortgage type and
have spread more slowly. As a result, the ratio of
adjustable-rate to fixed-rate loans made today is
much smaller for consumer lending than for
mortgage lending.

Among commercial banks with deposits of

more than $500 million, which account for 6(
percent of all consumer loans, fewer than hall
were making adjustable-rate consumer loans by
the end of last year, according to the American
Bankers Association, although as many as one-
third reportedly planned to offer adjustable rates
at some point (see table 2). Only about one-
fourth of the smaller banks made adjustable-rate
loans, and fewer than that expressed any inten-
tion to do so. At other financial institutions that
lend to consumers, principally credit unions and
thrift institutions, the incidence of adjustable-
rate lending apparently is lower than it is af
banks.

The Limited Appeal of Adjustable-Rate
Consumer Loans

Multiyear fixed-rate lending in the consumer
market, like that in the mortgage market, began
to entail greater risks to lenders during the 1970s
as market rates of interest rose to unprecedented
levels and became more volatile as well. With the
maturities of their liabilities typically shorter
than those of their consumer loan assets, lenders
faced an increasing risk that net yields on their
consumer loan portfolios would shrink. In addi-
tion, the looser regulation of interest rates paid
on consumer deposits and growing competition
for funds among bank and nonbank entities in-
tensified the risks to profitability associated with
fixed-rate consumer lending by depository insti-
tutions. On the other side of the transaction, the
availability of various adjustable-rate plans en-
abled credit seekers of widely differing expecta-
tions and risk tolerances to select loans tailored
to their own specific tastes.

2. Consumer lending programs with adjustable rates at commercial banks, by size of bank

Percent of respondents

adintibieass s

1982 | 1083 | 1984
178 31 - 120
400 113 152
43 179 15
%9 87 302
6.2 400 350

SOURCE. American Bankers Association, Retuil Bank Credit Report,

1982, 1983, 1984, and 1985 editions.
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Nevertheless, the movement toward adjust-
able-rate lending has been much less rapid for
consumer loans than for home mortgages. Al-
though the same basic stimulants to adjustable-
rate lending have operated in both markets, they
appear to be generally less critical in consumer
lending for both creditors and borrowers.

To Creditors. From the viewpoint of the credit
grantor, adjustable-rate consumer loans may be
less appealing than ARMs because the interest
rate risk is less acute on loans with two- to four-
year maturities—the typical term for the bulk of
consumer loans—than it is on mortgages with
terms of twenty-five to thirty years. With the
more rapid turnover of consumer loan portfolios
and the ability of lenders to match maturities on
at least some of their consumer loans with matu-
rities on longer-term certificates of deposit or
similar liabilities, net yields on consumer lending
are simply less vulnerable than on mortgages to
adverse movements in market interest rates.
Also, the cost of making an adjustment, such as
notifying the borrower of the change, is greater
relative to the amount outstanding for a consum-
er loan than for a mortgage loan.

In addition, the leading suppliers of consumer
credit (commercial banks) have been much less
exposed to the risks of fixed-rate lending than
have the leading suppliers of mortgage credit
(savings and loan associations). Historically,
long-term, fixed-rate mortgages have constituted
the bulk of credit extended by savings and loans,
whereas consumer loans typically have made up
less than 20 percent of commercial bank loan
portfolios. Moreover, a sizable portion of the
assets of commercial banks other than consumer
loans already carry adjustable rates (or were
written for very short terms), and the broader
asset powers of banks permit them to channel
funds away from consumer loans as an alterna-
tive to establishing variable rates for such loans.
Thus, commercial banks may have felt less in-
centive to adopt adjustable-rate financing than
did their counterparts in the mortgage market.

On the other hand, originators of consumer
loans do not enjoy the same access to a well-
developed secondary market that mortgage origi-
nators do. For instance, the ability to package
loans for sale through mortgage-backed securi-

ties allows mortgage originators to lighten their
exposure to interest rate movements. In con-
trast, development of a market for securities
backed by consumer loans is at a very early
stage, limited so far to a few private placements.
Although lenders sometimes sell portions of their
consumer portfolios directly to other institu-
tions, and some major consumer creditors have
sold ‘‘participations’’ in consumer credit ac-
counts on an ad hoc basis, regular channels for
secondary market transactions in consumer
loans are largely lacking—a situation that in itself
may reflect the lesser vulnerability of consumer
lenders to interest rate risk.

On balance, the forces motivating institutions
to make adjustable-rate loans appear less com-
pelling in the consumer market than in the mort-
gage market,

To Borrowers. From a credit seeker’s point of
view, the lower initial interest rates generally
available under adjustable-rate plans afford
smaller benefits on consumer loans than on mort-
gage loans. This situation reflects the smaller
principal amounts typically involved in a con-
sumer loan and the smaller proportion of the
total payment that interest constitutes because of
the much shorter amortization period. At current
interest rate levels, for instance, an initial dis-
count of 1 percentage point on a four-year,
$10,000 new-car loan would reduce the monthly
payment $5; a 1 point concession on a thirty-
year, $80,000 home mortgage would lower the
monthly payment $63 (table 3).

The potential impact of future rate adjustments
on monthly and lifetime payments is likewise
smaller for consumer loans than for mortgages.
Expectations of future rate movements thus
seem less crucial to borrowers contemplating an
adjustable-rate consumer loan than to potential
users of adjustable-rate mortgage credit. If bor-
rowers expected rates to rise, they would tend to
resist taking on adjustable-rate mortgages with-
out a sizable rate concession or the anticipation
of near-term liquidation. Accordingly, the much
higher proportion of adjustable-rate lending ob-
served in the mortgage market could, to some
extent, reflect borrower expectations in recent
years that rates will fall; or it could reflect
stronger efforts by mortgage lenders than by
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Yo Impact of mferest rates on monticy sueinents for
topreal loans

Dollars except as noted

H 360-month
48-month new-
Item cfr loan for h°"}:aﬂ°f2§‘“
b $80,000
At 14 percent!
Principal................ '10.000 80,000
Total interest............ a7 261,240
Total obligation ......... NERTY 341,240
Monthly payment........ . 2m 948
At 13 percent! : .
Principal................ 10,000 80,000
Total Interest............ : 1,877 238,584
Total obligation ......... 12,877 318,584
Monthly payment........ - 268 885
Difference in monthly
raymem betw:en
oanl at 13 and 14
............. -5 -63
Expressed in percent . -1.8 ~6.6

1. Annual percentage rate.

consumer lenders to promote adjustable-rate
loans through such inducements as annual or
lifetime caps on rate movements and limits on
payment increases.

Another consideration that pertains less criti-
cally to the consumer market than to the mort-
gage market is a borrower’s ability to qualify for
a loan. With a mortgage, the impact on the
monthly payment of the difference between the
prevailing fixed rate and the initially lower ad-
justable rate can be a crucial factor in determin-
ing whether a prospective homebuyer qualifies
for a mortgage of given size. In contrast, because
of the smaller impact of interest rate differentials
on the size of monthly payments for consumer
loans, the difference between fixed and adjust-
able rates is less likely to be a pivotal factor in a
borrower’s qualification for that type of loan.

Volume of Adjustable-Rare Lending

The proportion of banks making adjustable-rate
consumer loans, according to a 1984 survey by
the American Bankers Association, ranged from
25 percent for smaller banks to a bit more than 40
percent for the largest banks. A recent survey of
large banks and thrift institutions by the Trans
Data Corporation had similar results: 45 percent
of respondents offered adjustable-rate consumer
loans in mid-1985. This survey also found that,

on average, about one-fifth of the loans held by
institutions offering such plans actually carried
an adjustable rate.

Pricing of Adinustable-Ratc T oans

The terms that characterize consumer and mort-
gage loans differ in several ways. For instance,
rate caps of some kind, now almost universally
applicable to mortgage loans, are apparently a
feature of only a little more than half of the
adjustable-rate consumer loans originated re-
cently.

The Index and the Initial Rate. According to
the mid-1985 Trans Data survey, interest rates on
Treasury bills are the most common base to
which adjustable-rate consumer loans are in-
dexed (table 4). In this they resemble ARMs. But
the prime rate on business loans—hardly ever
used as a reference rate for ARMs—is frequently
employed in consumer lending. 1n fact, in con-
sumer surveys sponsored by the Federal Reserve
in 1983 and 1984, respondents having adjustable-
rate loans cited the prime rate far more often
than any other as their index. In some cases an

4. Peatures of adjustable-rate consumer loans at
commercial banks and trtt mstitutions
: Percent of
| Foature institutions
Indcx rate
Rate on Treiuury 311 39.7
Primorate h.......o.oocovviiiiiini 31.0
Own cost of fu S v 10.3
Federsl Resprve dlscount rate .. ..eoerinnn 1.7
Othor‘ ................ 26.7
ustment period
ﬁl‘ﬂnlhl P 45.8
32.5
10.0
Annyal ... 4.2
he 20.0
Adimmcnr hcrhad
aturity CIBBge . ...cvovviiii i 79.0
Payntent ¢ le ............................ 33.6
Balloon pa T 2.7
Interest vatd caps
Lifetime 1 ................................ 44,0
T 32.1
NONE. . oo hieviiviiiiiiii it inennes 36.7
MeMo: Lifefime floor...............cvnnee. 3.2

Sourck. Trans Data Corporation, 1985. Percentages do not add to
100 because some respondents provided more than one answer,
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institution will use a measure of its own cost of
funds as an index rate.

Initial rates on adjustable-rate consumer loans
appear to range between 2 and 1Yz percentage
points below the corresponding fixed rate of-
fered, with 1 point perhaps the most common
differential.

Adjustment Period. Nearly half the lenders
making adjustable-rate consumer loans specify
monthly adjustments. Quarterly adjustments are
also common. Fewer than 5 percent of the insti-
tutions making adjustable-rate consumer loans
reprice them annually—the most widely followed
practice in the mortgage market.

Adjustment Method. The most common meth-
od of accommodating a change in the interest
rate on an outstanding consumer loan is to main-
tain a fixed size of payment and extend the
maturity of the loan. When interest rates rise,
this method generates extra loan payments at the
end of the scheduled term; when interest rates
fall, it reduces the number of scheduled pay-
ments. But rarely will such a method result in
more than a couple of additional payments; for
instance, even in the unusually adverse event
that the rate on a three-year loan jumped immedi-
ately after it was made from 15 to 20 percent and
remained at that level, only about three and one-
half additional monthly payments would be re-
quired.

Maturities on mortgage loans seldom are ex-
tended in this manner. Given the high proportion
of interest to principal in the early stages of
repayment on a mortgage, upward rate adjust-
ments of as little as 1 percentage point can create
negative amortization when caps on annual in-
creases in mortgage payments are employed, as
is often the case. At some point the entire loan is
rescheduled, usually with the original maturity
date retained.

Rate Caps. Of the financial institutions making
adjustable-rate consumer loans, nearly 40 per-
cent provide no contractual limit on the extent to
which interest rates may rise if an increase is
warranted by the indexing formula. (In some
cases, however, state laws establish ceiling rates
for various types of consumer loans.) About 45

percent of the institutions specify caps on rate
increases over the life of the loan, and about one-
third place caps on the increase that can be made
in any one year. (Some among these provide
both types of caps.) Nearly one-third of the
lenders in the Trans Data survey establish a floor
for rate declines.

Economic Impact of Adjustab!o-Rarn
Consumer Loans

The innovation of adjustable-rate consumer lend-
ing could conceivably affect the overall supply of
consumer credit and the quality of loan portfolios
of lending institutions. Aggregate demand for
consumer credit could be augmented by the
availability of a wider choice of loan types.

Total Supply of Credit. The spread between
the gross yield on a consumer loan portfolio and
the cost of funds undoubtedly can be made more
stable if adjustable rates are used, and this pros-
pect may have expanded the aggregate supply of
consumer credit somewhat in recent years. Still,
as noted above, the mismatching of maturities on
assets and liabilities is much less severe in con-
sumer lending than in mortgage lending, so that
the potential boost to the supply of consumer
credit from adjustable-rate programs is probably
quite limited.

The willingness of lenders to extend consumer
credit has increased since the early 1980s, a trend
that seems attributable more reasonably to fac-
tors other than adjustable rates. The widespread
raising or removal of state ceilings on consumer
interest rates was likely an important stimulant
to supply. In 1979, when the sharp rise in market
interest rates began, as many as 35 states were
mandating ceilings of 13 percent or lower on
new-car loans. Commercial banks, the largest
suppliers of auto credit, retreated sharply from
the auto loan market during the following three
years. More recently, with the various rate ceil-
ings liberalized, average auto loan rates at banks
have fluctuated between 13 and 17 percent, and
banks have returned in full force to the auto loan
market.

Consumer credit supply, whether through ad-
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justable-rate or fixed-rate lending, has also been
augmented by the removal of barriers to the
participation of savings and loan associations in
consumer credit markets. These institutions
have been the fastest-growing segment of the
market since 1982. Savings and loan portfolios
have expanded at rates of 30 to 45 percent per
year, advancing from an industry total of $16
billion at the end of 1982 to $36 billion by mid-
1985. While some of this expansion undoubtedly
represents substitution for other sources of cred-
it, it seems likely that the presence of a new and
aggressive entrant into the market has added to
the overall supply of consumer credit.

Loan Quality. In the shifting of some portion
of interest rate risk from lender to borrower
through adjustable-rate lending, the lender may
take on increased credit risk: the risk that the
borrower may be unable or unwilling to make
loan payments should the interest rate on the
loan be adjusted upward.

Little information is available on delinquencies
or defaults on adjustable-rate consumer loans.
Collection experience on such loans has not been
tested by a prolonged period of sharply rising
interest rates. However, in view of the relatively
small effect that even large rate changes would
have on the size or the number of monthly
payments, a high incidence of delinquencies due
solely to adjustable rates does not seem likely.
At the margin, a few borrowers may be unable to
handle an increased loan payment, and slower
amortization of a loan collateralized by a depre-
ciating asset may lead a few borrowers with
negative equity to stop repaying a loan. But
defaults that hinge on the small changes in pay-
ments stemming from interest rate adjustments
should be rare.

Rates of delinquency on consumer loans
dropped during the current economic upswing to
their lowest levels in more than 10 years, though
they retraced part of their decline in the first half
of 1985. However, the overall downtrend in
delinquencies seems attributable mainly to the
generally buoyant economic conditions since
1982 and to an unusually low level of consumer
debt entering the recovery period rather than to
any favorable impact of interest rate adjustments
in a period of gradually declining rates.

Credit Demands. Adjustable-rate financing
probably has had a minimal effect on credit
demand as well. Some econometric studies have
identified consumer interest rates as a factor of
statistical significance in explaining observed
levels of consumer credit, but the average effect
of a change of 1 percentage point in rates—about
the amount of the initial rate concession on an
adjustable loan—generally is estimated to be
rather small. Presumably, the chance to benefit
from future rate reductions with an adjustable-
rate loan could make individuals less reluctant to
borrow at high rates; adjustable rates are, how-
ever, probably seldom the decisive factor behind
a consumer’s decision to borrow.

OUTLOOK

Largely in response to the higher levels and
greater volatility of interest rates in the late 1970s
and early 1980s, adjustable-rate credit is appear-
ing more often on the menu of financing choices
available to households. Having become estab-
lished, adjustable-rate credit arrangements now
seem likely to retain a significant position in both
home mortgage and consumer financing. There
always will be some borrowers and lenders
whose needs and preferences can be met best by
adjustable-rate financing. At the same time, com-
petitive pressures will continue to work toward
maintaining the availability of fixed-rate credit
because other borrowers will always be willing to
pay what lenders require to provide the security
of fixed-rate financing.

The shares of adjustable- and fixed-rate credit
in the marketplace are likely to continue to
change in response to the level and fluctuations
in short- and long-term interest rates, much as
the ARM share of home mortgages has varied
during the past three years. And as lenders
acquire more experience and sophistication with
adjustable-rate financing, they may modify their
pricing of these loans, even in the absence of any
change in market interest rates. Consumers, too,
can be expected to become more knowledgeable
about adjustable-rate lending and therefore more
fully informed in their choices. A greater number
of informed borrowers will benefit both house-
holds and lenders by helping them avoid ill-
advised financing decisions.
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So far, adjustable-rate credit appears to have
had more impact on the composition of house-
hold balance sheets than on aggregate demand
for housing and consumer goods. As pointed out
earlier, the favorable initial price of adjustable-
rate credit appears to have had only a small
impact on total demand. Rate adjustments as
well have probably had only a small aggregate
effect on demand, although the ability of a house-
hold sector with substantial adjustable-rate debts
to maintain expenditure levels or to avoid finan-
cial strains during periods of rising interest rates
has yet to be seriously tested. The household
sector lends more than it borrows, however, and
a sizable share of the sector’s assets are in
adjustable-rate instruments, such as money mar-

ket deposit accounts and money market mutual
funds. Any detrimental impact of rising interest
rates on the sector as a whole should, therefore,
be quite limited, although individual borrowers
with relatively few financial assets—such as
some first-time home buyers using ARMs—may
experience difficulty.

Plainly, adjustable-rate credit enhances the
ability of the financial system to accommodate
large changes in market conditions. And finally,
it should be noted that the growing prevalence of
adjustable-rate financing is producing a broader
constituency of consumers with a direct and
immediate concern about financial market devel-
opments that affect interest rates. a
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Profitability of Insured Commercial Banks

in 1984

Deborah J. Danker and Mary M. McLaughlin of
the Board’s Division of Research and Statistics
prepared this article. Chinhui Juhn and Rachel
Valcour provided research assistance.

The profitability of insured commercial banks
declined again in 1984. Another sharp rise in
loan-loss provisions cut the industry’s return on
average net assets to 0.64 percent and the return
on equity to 10.5 percent, down substantially
from the 1979 highs of 0.80 and 13.9 percent
respectively. Deteriorating asset quality—mani-
fested in higher delinquency rates, increased
provisions for loan losses, and larger net charge-
offs—was an important factor in the worsening
condition of many banks. These and other diffi-
culties in the banking system were underscored
by the failure of 78 insured commercial banks,
more than in any year since the founding of the
Federal Deposit Insurance Corporation half a
century earlier,

Toward the end of 1984, however, bank earn-

ings began to show signs of improvement as
some large banks reported higher profits and the
midyear downturn in market interest rates low-
ered the cost of liabilities more rapidly than the
return on assets for many banks. Nevertheless,
the slowdown in economic growth in the second
half of the year and continued financial distress
in certain sectors of the economy left the outlook
for asset quality clouded, raising questions about
when any sustained upturn in banking industry
profitability might occur.

Despite a decline late in the year, market
interest rates were approximately 1 percentage
point higher on average in 1984 than the year
before. This rise was reflected in offsetting in-
creases in commercial bank interest income and
expense, which left the industry’s interest mar-
gin only slightly changed on balance. The small
increase in the interest margin apparent in table 1
did little to outweigh a large expansion in loan-
loss provisions; but an improvement in the bal-
ance of other noninterest expenses and noninter-

1. Income and expense as percent of average net assets, all insured commercial banks, 1980-84!

Item 1980 1981 1982 1983 [ 1984

Gross interest MCOME . .....vvvrerirereearncisirrireanenses 9.87 11.81 11.19 9.50 10.12
Gross interest expense .................................... 6.78 8.75 8.02 6.36 6.96
Net interest margin . ves e v 3.09 3.07 3.17 3.15 3.16
Noninterest income .......... .89 99 1.05 1.12 1.27
Loan-loss provision .......... s v .25 26 40 47 56
Other noninterest €Xpense .......oovvvveeierneriiarnininns 2.63 2.76 291 2.95 3.05
Securities gains (—10SSeS) ... . covuiriiiiiiiiiiiiiiieniien, -.05 -.08 -.06 .00 -.01
Income before taxes. ... ....vviiriivnrnennonnessrssesersns 1.05 96 84 84 81
Taxes?........coovuns e 26 20 .14 18 19
Extraordinary items........ v ves 00 .00 00 01
NetinCome .. ..ovtunerrtiiriiineieeiocssocsossnrsansnnes 79 76 N 67 64
Cash dividends declared..........oovvieiiiriiiiniiennns 29 30 31 33 32
Net retained earnings. .......coovvienerinsiinrninensnees 50 46 39 34 32
MEMO: Net interest margin, taxable equivalent®.............. 345 3.4 3.54 3.50 3.53

1. Assets are fully consolidated and net of loan-loss reserves;
averages are based on amounts outstanding at the beginning and end
of each year.

2. Includes all taxes estimated to be due on income, extraordinary
gains, and security gains.

3. For each bank with profits before tax greater than zero, income
from state and local obligations was increased by [1/(1 — ¢)] times the
lesser of profits before tax or interest earned on state and local
obligations (¢ is the marginal federal income tax rate). This adjustment
approximates the equivalent pretax return on state and local obliga-
tions.
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est income helped bolster bank profits in 1984,
The rise in noninterest income indicated that
banks were moving more and more into fee-
producing financial services, both by expanding
into new product areas and by continuing the
trend toward explicit pricing of traditional bank-
ing products. Moreover, the more moderate in-
crease in noninterest expenses suggested that the
industry was managing to generate that addition-
al business in a generally profitable manner.
(Detailed income and expense data for all insured
commercial banks are displayed in appendix
table A.1.)

The drop in profitability last year was especial-
ly sharp at small banks in general and at small
agricultural banks in particular. Aggregate net
income as a share of assets at small banks (those
with consolidated assets of less than $100 mil-
lion) declined 14 basis points, compared with the
industry’s overall decline of just 3 basis points.
Profits at these banks eroded as their interest
margin narrowed significantly, a development
attributable in part to the large number of agricul-
tural banks included in the small bank category.
Deteriorating loan quality contributed to the
weaker performance by agricultural banks in
maintaining interest margins as more loans were
placed on nonaccrual status. In addition, these
banks charged off 1.4 percent of their loans,
almost double the industry average, and their
provisions for loan losses soared SO percent
above the 1983 figure. On balance, the return on
net assets at agricultural banks declined a full 30
basis points, pulling them out of the ranks of the
most profitable banks, a position they previously
had occupied.

INTEREST EXPENSE

During 1984, the higher average level of market
interest rates translated into higher average rates
paid on most bank liabilities (see table 2). In fact,
interest rates on banks’ money market liabilities
rose more than those on many other types of
obligations with, for example, the spread be-
tween rates on large certificates of deposit (CDs)
and on U.S. Treasury bills widening 35 to 40
basis points as compared with 1983 averages.
The higher relative rates on bank liabilities re-

2. Rates paid for fully consolidated liabilities,
all insured commercial banks, 1980-84’

Percent

Item 1980 [ 1981 l 1982 I 1983 ] 1984
Interest. ing deposits . | 10.66 13.42 12.10 9.32 10.04
Large certificates of
deposit? ............ 12.56 1642 14.13 890 10.69
Deposits in foreign
172, LN 1403 1737 14.87 1032 12.62
Other deposits ........ 8.10 1007 999 9.1 9.02
Gross federal funds pur-
chased and repur-
chase agreements ...| 14.69 17.53 12.84 9.69 11.27
Other liabilities for
borrowed money® ... 11.01 13.84 12.81 11.88 13.42
Total........ccovvvvnen. 11.10 13.89 1221 946 10.30

1. Calculated as described in the “‘Technical Note,”” FEDERAL
ReSERVE BULLETIN, vol. 65 (September 1979), p. 704.

2. Series break after 1983. Reporting instructions classified interna-
tional banking facilities as domestic offices through the end of 1983
and as foreign offices thereafter. Income data are not sufficiently
detailed to allow construction of consistent series on the new basis for
rates of return, as has been done with balance sheet data in other
tables in this article.

3. Including subordinated notes and debentures.

flected the market's heightened concern about
threats to the stability of financial institutions.
These threats were dramatized by the loan quali-
ty and funding difficulties of the Continental
Illinois Bank, which faced a liquidity crisis dur-
ing May 1984. In addition to that situation, which
was resolved later in the year with a permanent
assistance plan put together by the regulatory
authorities, the outlook for international debt
repayments and other aspects of credit quality
continued to concern many holders of bank
obligations.

Despite the large rise in CD rates, the indus-
try’s average interest expense on deposits and
borrowings increased only about half as much as
average market rates in 1984, or about 60 basis
points. Upward pressure on interest expense was
moderated by the substitution of less expensive
retail-type deposits for more costly money mar-
ket liabilities; large CDs, federal funds purchased
and, especially, the relatively expensive deposits
at foreign offices all became smaller components
of the aggregate balance sheet (see table 3). Also,
the fixed-rate nature of a portion of deposits—
owing both to the presence of long-term time
deposits and to binding interest rate ceilings on
demand deposits, passbook savings, and regular
NOW accounts—Ilimited the increase.

The change in bank liability structure in 1984
continued the pattern that had become evident in
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3. Selected liabilities as a percent of total assets, all insured commercial banks, 1980-84!

Domestic offices Fully consolidated offices
Item

1980 I 1981 | 1982 | 1983 | 1984 | 1980 l 1981 | 1982 | 1983 | 1984
Deposit liabilities. .. ...............o0et 76.93 76.09 74.95 74.99 75.60 79.56 78.61 77.61 77.68 78.06
n foreign offices ..................... ... ven cee e ver 16.05 15.93 15.79 14.71 13.65
In domestic offices ................... cin Lo " oo ves 63.50 62.68 61.82 6297 64.41
Demand deposits.............couven 29.11 25.20 21.03 19.68 19.43 24,03 20.76 17.35 16.53 16.55
Other checkable deposits ........... 1.16 2.95 4.16 4.80 5.12 .96 2.43 3.43 4.03 4,36
Large time deposits?................ 15.50 17.15 17.71 14.46 13.41 12.79 14.13 14.61 12.15 11.42
Other deposits® .............co.cvvte 31.17 30.79 32.05 36.04 37.64 25.73 25.37 26.43 30.26 32.07

Gross federal funds purchased and
repurchase agreements.............. 8.38 9.12 9.67 9.28 8.66 6.94 7.54 7.99 7.81 7.40
Other borrowings ..........coovvveenenn 2.27 2.18 2.24 2.47 2,41 2.63 2.62 2.64 2.84 2.80

MEemo

Money market liabilities*................ 26.14 28.45 29.62 26.22 24.48 38.42 40,21 41.04 37.51 35.28
Average assets (billions of dollars) ....... 1,459 1,598 1,733 1,897 2,043 1,767 1,939 2,101 2,259 2,398

1. Percentages are based on aggregate data and thus reflect the
heavier weighting of large banks. Data are based on averages for call
dates in December of the preceding year and in June and December of
the current year. The 1984 data are based on averages for call dates at
the beginning and end of the year only.

the preceding year when the upward trend in
money market liabilities was reversed and retail-
type accounts began to become substantially
more important. The spur for the 1983 changes
was largely regulatory: the introduction of Super
NOWs and money market deposit accounts
around the beginning of that year and the remov-
al of interest rate ceilings on most small time
deposits attracted funds into the retail-type ac-
counts. Although regulation of deposits changed
little during 1984, the pattern of liability shifts
seen in the previous year continued, with the
most growth occurring in other checkable depos-
its and the ‘‘other deposits’’ category of table 3,
which consists of MMDAs, savings, and small
time deposits.

As the middle panel of the chart demonstrates,
both the levels of and the changes in interest
expense varied according to bank size. The
group containing the nine largest banks, at which
money market liabilities account for the bulk of
liabilities, had the highest level of interest ex-
pense as well as the largest increase of any
group.! A favorable shift in the composition of
liabilities at these money center banks kept the
rise in overall interest expenses from being even

1. The group of banks classified as the money center banks
has been changed from previous years’ articles to be the nine
largest banks, ranked by total consolidated assets as of
December 31, 1984.

2. Deposits of $100,000 and over.

3. Including savings, small time deposits, and MMDAs.

4. Large time deposits issued by domestic offices, deposits issued
by foreign offices, subordinated notes and debentures, repurchase
agreements, gross federal funds purchased, and other borrowings.

larger. Specifically, money market liabilities de-
clined markedly, to the equivalent of 58.4 from
61.5 percent of total assets at these banks, while
retail-type accounts increased commensurately,
and even demand deposits rose somewhat as a
share of assets. At the small banks, by contrast,
the share of money market liabilities grew; al-
though most categories of retail-type deposits did
show some increases, these were more than
offset by the drop of almost 1 percentage point in
demand deposits as a share of assets. Even with
this unfavorable change in the structure of their
liabilities, however, the small banks scored the
smallest rise in interest expense, again demon-
strating their still substantial insulation from fluc-
tuations in market rates. Money market liabilities
accounted for just 11.6 percent of total assets at
these banks, and despite the increase in 1984, the
relative unimportance of these liabilities kept
interest expense from moving more promptly
with market rates. Although the interest expense
at medium-sized banks rose more rapidly than
that at the small banks, the medium-sized banks
continued to show the lowest average interest
expense of any group. This cost containment was
achieved through a combination of a liability mix
more favorable than that at larger banks, along
with average rates paid lower than those at
smaller banks. (Data on liability and asset com-
position, earnings, and rates paid and earned are
contained in appendix table A.2, disaggregated
by bank size.)
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Components of interest margin

Percent of average assets

GROSS INTEREST INCOME

12
9 money center
H{J
Below $300 mitlion
‘ 8
6
NOther
. . 1 $1 billion or more
H ] i ] i E 1 H i { i H H }
GROSS INTEREST EXPENSE
Y]
8
[
3
2
4
2
t 1 H H i i ' H 1 t ] i i t
1972 1876 1980 1084

Size categories are based on veur-end consolidated assets of cach
bank.

Gross mterest income is adjusied for taxable equivalence Net
interest margin is gross interest income adjusted for tavable equiva-
fence minus gross interest expense.

Dats are tor domestic operations untid 1976, when foregn office
operations of U.S. banks were consolidated into the totals

INTEREST INCOME

Interest income also rose in 1984, propelled by
the higher average level of market interest rates
and assisted by a shift in the composition of bank
portfolios toward loans, which generally yield
the highest gross rate of return of the major asset

types (see tables 4 and 5), Compared with securi-
ties, loans also have a shorter average maturity
or repricing intervel and thus allow higher mar-
ket rates to show through more quickly in inter-
est income. Moreover, the most rapid growth
occurred in consumer and mortgage lending,
where rates tend to be higher than on, say,
commercial and industrial loans. During the sec-
ond year of the economic expansion, consumers’
remained willing to incur debt at the same time
that low delinquency rates on that debt helped
make banks willing to lend. In addition, a series
of lurge corporate mergers and acquisitions was,
at times, a significant factor influencing the
growth of bank loans, especially during the first
half of the year.

As with interest expense, interest income in
1984 rose more rapidly at the larger banks than at
the smaller banks. This development stemmed
primarily from the shorter effective maturity of
the larger banks’ assets, To illustrate, the share
of loans in total assets was more than 62 percent
at the nine money center banks, but was just 52
percent at the small banks. And loans at the
money center banks were more concentrated in
the relatively short-term commercial and indus-
trial category, so that the average maturity of
their loans at year-end was 13 months, compared
with 19 months for loans at small banks. The
contrast in portfolio composition is even more
striking in holdings of securities. the average
maturity of which was more than twice that of
loans. In particular, the nine largest banks held
just under 7 percent of their assets in investment-
account securities, while for small banks as a
group the comparable figure was more than 30
percent.

4. Rates of return on fully consolidated portfolios,
all insured commercial banks, 1980-84!

Percent

liem 1980 ] 1901 | 1982 | 1983 I 1984
Securities, total, .. ... I87 928 996 9K 995
State and locsl govermment . | 602 674 720 104 751
Loans, gross ........... e 11T 1638 1520 1270 Yied
Net of loas-loss ?tovismn 1320 1583 1438 1176 52.53
Taxable equivalent
Total secunities ........... 10,18 11.65 12.4Y 12.06 1218
State and local government . 1101 1396 1281 1258 1348
Total securitios and gross
TORBS . .. ouvenninnana. 1287 1524 148 1255 13

. Calculated us described in the ““Technical Note,” Fepenrar
Reserve BULLETIN, vol, &5 tSeptember 1979, p. 704,
2. See table I, note 3,
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5. Selected portfolio items as a percent of total assets, all insured commercial banks, 1980--84!

Pomestic offices Fully consolidated offices
Hem
weo| woer| s | m | voma | om0 | o8 ] 82 | 1w | 1w
TIETEsI-CArning ASSE1S ... \\\vevrens . 040 8078 8206  BL.91  BLE} 8311 8363 .BS.10 8522 K494
LOBDS .o e e 5507 an 54.44 $3.46 4.8 55.34 5515 56.06 5573 56.80
Beourtties ... ... i i 20,09 20.09 19.58 20.31 017 17.06 17.00 16.56 17.47 17.64
V.S government. ... ... 10.12 10,45 10,40 11,63 1163 8.38 8.63 8.59 9,79 991
State and focal government 9.50 9.20 875 $.11 1.94 788 7.62 7.2% 684 6.80
(ther bonds and stocks., . 67 R .43 34 K] 81 75 n B3 .94
Gross Tederal funds sold and reve

repurchase sements, ... ... 4.43 481 530 5.13 4,08 1.68 39 4.4 434 4.18
Interast<bearing deposits .. ........... K6 .81 275 101 2.28 1.0% 7.89 8.06 7.6% 6.32

MEMO: Average assets (dillions of '
do!lv:rs? ........ ( ...... e 1,459 1,598 1,733 1.897 2,043 1,767 1,939 101 2,259 2,398

I. Percentages are based on aggregate data and thus reflect the
heavier weighting of large banks. Data are baved on averages for call
dates in December of the preceding year and in June and December of

Despite the relatively fow increase in interest
income at small banks, that group continued to
post the highest interest earnings of the four size
classes (sce the top panel of the chart). Their
high earnings were not, as noted carlier, a func-
tion of a particularly favorable portfolio compo-
sition, but instead resulted from the high rates of
return that small banks earned on both loans and
securitics—in each case outpacing the industry
average by at least 50 basis points.

NET INTEREST MARGIN

In the aggregate. the interest margin of commer-
cial banks increased slightlv during 1984, All of
the improvement, however, can be attributed to
the widening of 8 basis points in the margin of
those banks with consolidated assets of more
than $1 billion, excluding the nine money center
banks. This group of ‘‘other’ large banks re-
strained interest expense, in part by a sizable
shift in the structure of liabilities away from
money market liabilities and toward retail-type
deposits, while managing to record a significant
increase in income.

By contrast, the interest margin of small banks
deteriorated 10 basis points. Although the poor
performance of agricultural banks, which consti-
tute fully one-third of small banks, was an impor-
tant cause, a marked narrowing of interest mar-
gins was evident among other small banks as
well.? Nevcrthclcss, the interest margin of small

Agnmhuml banks include commercial bunks with at
least one-quarter of loans at their domestic offices allocated
to farm real estate morigages and loans made 10 finance

the cumn:t year. The 1984 dats are based on avervages for cadl dates at
the beginding and end of the year only.

banks as a whole remained the highest of the four
groups, and in fact was almost double that of the
nine money center banks. So while the differ-
ences among sizes of banks lessened, they re-
mained substantial (see the bottom panel of the
chart).

A reversal in rank did occur, however, be-
tween agricultural banks and mortgage-oriented
commercial banks, as a contraction in the inter-
est margin of the former combined with a small
increase in the margin at the latter.® Despite
growing concern over the quality of the collateral
backing real estate loans, the reversal in rank
also was apparent in net income figures; aftertax
profits edged higher at banks specializing in
mortgages, to 0.84 percent of net assets. while
profits of agricultural banks plunged to 0.71
percent,

LOAN LOSSES

For the third consecutive year, provisions for
loan losses overshadowed interest or noninterest
margins as factors determining the trend in over-
all profitability of insured commercial banks.
With business bankruptcy rates in the United
States still high and the outlook for growth in
developing countries uncertain, the banking in-

amcultural production; this group contamed 3,899 banks in

3 The mortgage group includes commercial banks with at
least one-quarter of their net assets in loans secured by real
estate; in 1984, this group contained 3,525 banks.
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6. Loan losses and recoveries, all insured commercial banks, 1980-84

Millions of dollars I
Net charge-offs
. 1 Losses . Loan-loss
Year and size of bank ¢ Recoveries N Percent of provision
Amou loans?
1983
ABbanks .........o.iiiiiiiiiiiiiii i 10,456 2,056 8,401 .66 10,614
Lessthan $100million.................oooiiiinen 2,001 387 1,615 84 1,895
$100 million to $1 billion............ooeviiiiiienee, 1,941 393 1,548 .64 1,927
$1 billion or more
Money center banks.............ciiieiiiiienan 2,059 450 1,609 45 2,057
OtherS . ..viviiiiernieiiraseririraneoneissansns 4,454 826 3,629 77 4,736
1984
A DBAAKS .. vivineriennniicniiiiiitonrneninisssnes 12,564 2,038 10,471 7 13,331
Less than $100 million..............cocovviiiiannns 2,2 401 1,879 94 2,344
$100 millionto St billion........ocvvviieiinaniainnn 2,059 420 1,709 .65 2,197
1 billion or more
Money center banks. ......c.ocviiiiianiiiiiiiannes 2,604 445 2,101 57 2,925
2 3 N 5,623 817 4,783 91 5,866

1. Size categories are based on' year-end fully consolidated assets.

dustry increased additions to loan-loss reserves 9
basis points, bringing loan-loss provisions to a
new high of 0.56 percent of net assets (see table
1). The rise paralleled that of loans charged off
(net of recoveries), which jumped 11 basis points
to 0.77 percent of average loans (see table 6).
Since loan-loss reserves are counted as primary
capital for regulatory purposes, improving capi-
tal-to-asset ratios may have been another motive
for additions to these reserves.

Both the rate of loan charge-offs and provi-
sions increased at all sizes of banks. Medium-
sized banks, however, did significantly better
than the others. The portion of their loan portfo-
lio made up of delinquent and nonaccruing loans,
as well as their charge-off rate, was well below
the industry average. These banks increased
their provisions and charge-offs just 1 or 2 basis

points at the same time that the nine largest

banks raised theirs on the order of 10 to 15 basis
points. In the aggregate, the other two groups of
banks incurred losses and added to reserves at
rates similar to those at the nine money center
banks. But the deterioration at the group of other
large banks can be attributed entirely to the
performance at Continental Illinois, and the dete-
rioration at small banks was due primarily to the
worsening situation at agricultural banks. As
noted earlier, banks with at least one-quarter of
their loan portfolios concentrated in loans to
farmers wrote off more than 1.4 percent of their
loans in 1984, In light of depressed commodity
prices and falling farm asset values, the agricul-

2. Average of beginning- and end-of-year loan balances.

tural banks increased their provisions by a rec-
ord 30 basis points to 0.89 percent of net assets.

International loans remained a source of asset
quality problems for commercial banks in 1984.
The proportion of foreign-office loan portfolios
reported as delinquent was 1.5 percentage points
higher than the 4.1 percent at domestic offices.4
And as was the case in 1983, at money center
banks the share of commercial and industrial
loans to non-U.S. addressees in total net charge-
offs was, at 29 percent, larger than the share of
such loans in total loans, 26 percent. Provisions
for losses on international loans (booked at either
domestic or foreign offices) increased very little
in 1984, At the nearly 200 banks with foreign
offices, international loan-loss provisions re-
mained at 0.13 percent of average assets, while
provisions for loan losses attributable to the
banks’ domestic business jumped 11 basis poinis
to 0.45 percent.

OTHER NONINTEREST EXPENSES AND
NONINTEREST INCOME

The margin between noninterest income and
expenses as a share of net assets improved

4. Delinquent loans include those that are more than 30
days past due but still accruing, those placed on nonaccrual
status, and renegotiated ‘‘troubled’ debt, as defined for the
Call Report.
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5 basis points in 1984, This improvement was
evident across the industry except at the large
banks other than money center banks, where the
margin was essentially unchanged. Although
both components rose, the ratio of noninterest
income to assets grew more sharply and out-
paced its growth of recent years, rising 15 basis
points to 1.27 percent. The growth in noninterest
expense relative to assets was only slightly faster
than the 1983 pace, increasing 10 basis points to
3.05 percent. The two groups of smaller banks
improved their noninterest margins by increasing
income and reducing expenses, while the larger
banks showed higher levels of both components.
The nine money center banks exhibited the most
striking growth in both income and expenses,
lifting noninterest income, for example, more
than 25 percent. ‘
In 1983 most of the differences among bank
groups in the changes in noninterest expense
were due to salaries and benefits. In 1984, how-
ever, wage expenses changed little, rising only
slightly at large banks and decreasing marginally
at other banks. Occupancy expense was also
about the same in the aggregate and among banks
of various sizes; only the money center banks
showed a noticeable advance, up 5 basis points
relative to net assets. Most of the growth in
noninterest expense occurred in the ‘‘all other”
category, and all of this rise was at banks with
assets of more than $1 billion. Although no direct
data are available, this increase may well have

7. Profit rates, all insured commercial banks, 1980-84

been due to heavier spending on marketing,
automation, and new product development.

The growth of noninterest income relative to
net assets rose markedly in 1984 over the pace in
the past couple of years, both for the banking
system as a whole and for banks in each size
class. Service charges on deposit accounts were
not an important factor in the increase, except at
small banks, where a modest rise in these
charges was the predominant contributor to the
growth in noninterest income. Gains in income
from trading account activity appeared only at
the money center banks where this component
contributed one-third of the total rise. By far the
largest factor for the industry as a whole was the
growth in other noninterest income. At the large
banks the increase likely was due importantly to
growth and development of off-balance-sheet
products, such as loan participations, interest
rate swaps and caps, and credit enhancement
(primarily through the issuance of standby letters
of credit).

PROFITABILITY, DIVIDENDS, AND CAPITAL

Insured commercial banks were less profitable in
1984 than at any time in the past 20 years., The
return on average net assets dipped 3 basis points
to 0.64 percent; similarly, the return on equity
fell 72 basis points to 10.52 percent (see table 7).
However, these trends were far from uniform
across sizes of banks. In fact, much of the

Percent

Type of return and size of bank! 1980 1981 1982 1983 1984

Return on assets?
AlLBanKS. ... .vvvreiiniiiinninieiiniiiniaenes .79 .76 M .67 .64
Less than $100 million . ..............coooviviinnen 1.18 1.14 1.06 .96 .82
$100 million to $1 billion ...........covvvniniiiiit 9 91 .83 34 .88

$1 billion or more
Money centerbanks..............c.coviiiinnn .56 33 .53 .53 .52
Others . ..o.vrininenn e rirnrnncisinienanns .65 .66 .66 53 S1

Return on equity’

ANKS . . v v ieieen i 13.67 13.11 12.09 11.24 10.52
Less than $100 million ................ooiivivnnne 14.19 13.45 12.50 11.18 9.65
$100 million to $1 billion ..........cvvvvivieiinians 13.63 12.85 11.75 11.86 12.30
$1 billion or more

Money center banks..........ccoiiiiiiiiiiinaas 14.57 13.58 13.22 12.53 11.42
(07111 12.63 12.75 11.38 10.12 9.37

1. Size categories are based on year-end fully consolidated assets.
2. Net income as a percent of the average of beginning- and end-of-
year fully consolidated assets net of loan-loss reserves.

3. Net income as a percent of the average of beginning- and end-of-
year equity capital.
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8. Sources of increases in total equity capital, all insured commercial banks, 1980-84

Millions of dollars, except as noted

: : Net increase in equity Percent of increase in equity
Retained income! capital capital from retained income
Year

All banks Large banks

All Large All Large . A

(column | + (column 2 +

banks banks? banks banks column 3) column 4)
m @ 3) (O] (&) 6)
1980 ..o 8,827 3,844 10,408 4,566 85 84
9B .ot 8,847 4,104 11,162 5,465 79 75
1982 . it 8,283 4,051 9,373 4,578 88 88
L 7,651 3,621 10,738 5,625 71 64
1984 ... 7,647 3,820 14,584 8,967 52 43

1. Net income less cash dividends declared on preferred and
common stock.

deterioration was concentrated at small banks,
which were affected in the aggregate by the poor
performance of agricultural banks. The return on
assets at agricultural banks fell 30 basis points to
0.71 percent, and their return on equity dropped
3.44 percentage points to 8.03 percent. The mon-
ey center banks showed little change in profits
relative to assets, but their return on equity fell
more than 1 percentage point as they added to
capital. In contrast to the national average, medi-
um-sized banks and other large banks (excluding
the money center banks and, in this case, Conti-
nental Illinois) showed some improvement in
profitability. Banks with foreign offices posted a
small drop in profitability, all of which they
attributed to their international business.5 Profits
from international operations fell to 33 percent of
total net profits at these banks, down from 37
percent in 1983.

The decline in overall banking profitability was
reflected primarily in lower retained income (see
table 8). Continuing the downward trend of re-
cent years, banks retained approximately one-
half of their aggregate net income in 1984, com-
pared with the 63 percent retained in 1980, for
example: The drop in retained earnings last year
was concentrated at the small banks, where a
decline of 14 basis points in the ratio of aftertax

5. The usual discussion of insured U.S. commercial banks
with foreign offices is not included in this article because
reporting changes effective with the 1984 Call Report made
comparisons with previous years not meaningful.

2. Banks with fully consolidated assets of $1 billion or more at year-
end.

income to net assets translated into a drop of 15
basis points in retained income and a rise of 1
basis point in dividends declared. For the indus-
try as a whole, dividends fell slightly as a ratio to
net assets, but continued to increase in dollar
terms (table A.1). The only group to cut their
cash dividends was the money center banks.

The industry’s primary capital-to-assets ratio
rose in 1984, ending the year at just over 7
percent; banks with $1 billion or more in assets
raised their ratio to about 6% percent. Large
banks made a concerted effort to bring their
capital-to-assets ratios in line with new regula-
tory guidelines both by reducing assets (such as
selling loan participations and emphasizing other
off-balance-sheet activity) and by issuing stock
(primarily mandatory convertible debt) and
building up loan-loss reserves.

The industry further increased its capital dur-
ing the first half of 1985, lifting the aggregate
primary capital-to-assets ratio to about 7% per-
cent. Some of this rise stemmed from expanded
flows of retained income as the industry posted
higher profits; its aftertax return on assets
reached 0.74 percent, up from 0.64 during the
first half of the preceding year. The improvement
in profitability was very narrowly distributed,
however, as three out of four size groups saw
their profitability decline. Only large banks (ex-
cluding money center banks) recorded an in-
crease, and much of that owed to Continental
Illinois’ return to profitability.
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A.1. Report of income, all insured commercial banks, 198084
Millions of dollars, except as noted

Ttem 1960 | 1981 | 0w | 108 | 19w
Operating income, total . ............ccciviiiiiiiiiiiiiiiri i, 190,020 247,568 257,283 239,258 271,376
Interest, total ... ...t i e i e 174,350 228,394 235,242 214,089 241,055
0 2 126,601 162,964 166,672 151,356 174,018
Balances with banks ... ... ooviiiriiiiiiiiiiiiii i it et e 16,037 23,904 23,866 16,738 16,493
Gross federal funds sold and reverse repurchase agreements ................ 8,726 12,182 11,308 9,198 10,403
Securities (excluding trading accounts).............oviiviiiiiiiiniiiiina. 22,986 29,345 33,396 36,796 40,141
ULS. BOVEIMMENL ..\ uvvieersensennrannsonresorsessinternossesossenis 13,394 18,019 21,028 24,204 e
State and 10cal GOVErNMIENt . .. ...vvviviriininiuiierereserioersiionnons 8,167 9,704 10,647 10,618
10,17 173 1,425 1,622 1,721 1,974
Service charges on deposits. ........coveviiiiiiiiiiiiiiii 3,162 3,891 4,583 5,399 6,486
Other Operating iNCOME .. .. ..ovvviririuiruieritieinireerineniansssirarans 12,508 15,283 17,458 19,767 23,835
Operating expense, total ............ooivriuiieiiiiiiiirirareriiiieieiraenss 171,474 229,079 239,548 220,259 251,980
INLEIEst, LOLAl ..o\ vverisseeerervn et ssirarereenensenenseossostrsssosoceians 119,746 169,074 168,646 143,210 165,860
T U N 98,115 138,826 141,180 119,840 138,465
ge certificates of deposits..........ooiiiiiiiiiiiiiiii i e 24,746 38,895 37,365 22,523 25,288
De‘llaosits inforeign offices ..........coiiiiiiiiiii 34,942 46,696 41,754 29,022 35,687
Other depPosits. . oouuentrnienein ittt iiieiiiieeiriiiiieiieens 38,427 53,235 62,061 68,295 77,490
Gross federal funds purchased and repurchase agreements .................. 16,718 23,752 20,628 16,438 18,957
Other borrowed MONEY2 .. ....viviieriiieiniroeniererenrronieseisssssssns 4,913 6,496 6,838 6,933 8,438
Salaries, wages, and employee benefits ... v 24,540 27,900 31,244 33,636 36,332
Occupancy eXpense’ ............ooevvenns e 7,318 8,558 9,975 11,100 12,029
Loan-loss provision. . e 4,474 5,079 8,429 10,614 13,331
Other operating expen 14,540 16,872 19,975 21,669 24,291
Securities gains or losses (<) .. —-857 ~1,595 -1,282 -30 -138
Income before taX .........ovuvureineineniineiii ittt i, 18,546 18,488 17,735 18,996 19,397
Applicable InCOME tAXES. . ... .oouvrreririeni it riiein e ieirinriaeenss 4,644 3,859 2,975 4,076 4,427
EXtraordinary items. ... ...ovuiierinieiniiiiiiiiiiniiiieniiieriinisiens 19 57 64 70 215
N IO ..o triit it errerenreraaneeossesvsnnssacsetanranenanans 13,921 14,687 14,824 14,989 15,184
Cash dividends declared. . .....c.ovtiviiiineiiiniiniiierenreniororonnraes 5,094 5,840 6,541 7,338 7,536
1. Includes interest income from other bonds, notes and deben- 3. Occupancy expense for bank premises net of any rental income
tures, and dividends from stocks. plus furniture and equipment expenses.

2. Includes interest paid on U.S. Treasury tax and loan account
balances and on subordinated notes and debentures.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks, 1980-84!

A. All banks
Ttem 1980 1981 ] 1982 1983 1984
Balance sheet items as a percent
of average consolidated assets
Interest-earning As8els .........cocvniuiiiiiiiiinioiriinioans 83.11 83.83 85.10 85.22 84.94
LOBNS . .vvverirnearnresnenrneencnensorssrossresncsonaes 55.34 55.15 56.06 55.73 56.80
Commercial and industrial ............cc0iiiiiiiiiinin 20.77 21.54 22.81 22.54 22.50
Realestate ..........cciiiiiiriiieieiinnneessincerones 14.57 14.37 14.24 14.13 14.82
Personal .........coiviiiiiii it 10.61 9.64 9.20 9.17 9.73
SeCUIItIOs . .coviviir i i it iaiiieiieieiiiaaas 17.06 17.00 16.56 17.47 17.64
U.S. BOVEIMMENt ...ccvvniviiniiinnneenstianacraensenns 8.38 8.63 8.59 9.79 9.91
State and local overnment ............................. 7.88 7.62 7.25 6.84 6.80
Other bonds BOCK oo vevevereiieraienenenenieiiienes .81 75 73 .83 .94
Gross federal funds sold and
reverse repurchase agreements ............c.o...eiinn 3.68 399 441 4.34 4.18
Interest-bearing deposits ............cooiiiiiiaiiiiiiieane, 7.03 7.69 8.06 7.69 6.32
Deposit liabilities ............ccocoviiiiiiiiiiiiiiiii, 79.56 78.61 77.61 77.68 78.06
foreign offices .... 16.05 15.93 15.79 14.71 13.65
In domestnc offices .. 63.50 62.68 61.82 62.97 64.41
degsits ceen 24.03 20.76 17.35 16.53 16.55
Other checkable depos 96 243 3.43 4.03 4.36
Large time deposnts 12.79 14.13 14.61 12.15 11.42
Other d 25.73 25.37 26.43 30.26 32.07
Gross fede
gg 6.94 7.54 7.99 7.81 7.04
rrowing 2.63 2.62 2.64 2.84 2.80
MEMO Money market liabilities 38.42 40.21 41.04 37.51 35.28
Effective interest rate (percent)
Rates earned
SOCUMIES .o vvvvvreirierrrrrecnriessuriersnnraresssseossons 7.87 9.28 9.96 9.83 9.95
State and local government ............... ..o, 6.02 6.74 7.20 7.04 7.51
Loans, L 13.71 16.38 15.20 12.70 13.64
Net of loan-loss provision ..............cociiiiiiiiii, 13.20 15.83 14.38 11.76 12.53
Taxable equivalent
F e 111 S 10.18 11.65 12.43 12.06 12.18
Securities and gross 1oa0S ....... . i iiiii i, 12.87 15.24 12.81 12.58 13.29
Rates paid
Interest-bearing deposits ............c.coiiiiiiiiiiiiiii, 10.66 13.42 12.10 9.32 10.04
cemﬂcates of deposn .............................. 12.56 16.42 14.13 8.90 10.69
ggms inforeign offices ... 14.03 17.37 14.87 10.32 12.62
AEPOSILS . .....civvunrsrrnriarieriinontsooniretnans 8.10 10.07 9.99 9.11 9.02
All mterest-beanng liabilities ...........c.coviiiiiiiiiiiiinn, 11.10 13.89 12.21 9.46 10.30
Income and expenses as rcent
of average net consoli assets
Gross interest iMCOME .. .ovvvieirninrninrrieiririenararasns 9.87 11.81 1L19 9.50 10.12
Gross interest 6Xpense .........ooiiiiiieeiiiiotiiiiiieiians 6.78 8.78 8.02 6.36 6.96
Net interest Margin .......c.ovvvviviiiiiiniiniiaiiionns 309 3.07 17 3.15 3.16
Taxable equivalent ..., 3.45 344 3154 3.50 31.53
Noninterest inCOMe ......oocvviiiiiiiniiiiiiiiiin, 89 99 1.05 1.12 1.27
Loan-loss provision .............cooiiiiiiinnin, 25 .26 47 56
Other nONINLErest EXPENSe ......ovvirneinirvinnrrirarsasanas 2.63 2.76 291 2.95 3.08
1.05 .96 84 84 81
26 .20 14 .18 19
.00 .00 00 .00 01
79 .76 71 .67 64
Cash dwldends declared 29 30 31 33 32
M:‘iet retained income ...... .50 46 39 34 32
MO
Average assets (billions of dollars) ..................... ves 1,767 1,939 2,101 2,259 2,398
Numberofbanks .........coiiiiiiniiiiiiniiiiiiinneeens, 14,219 14,207 14,122 14,074 13,953

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,
1980-84—Continued!

B. Banks with less than $100 million in assets

Item 1980 1981 | 1982 T 1983 l 1984

Balance sheet items as a percent
of average consolidated assets

INterest-earning ASSets .. .......c.uoiveerrreeroncrirnonenenss 90.39 90.76 91.02 90.92 90.64
LOBNS ..\ttt cietereierirceiaseneiannieerarannes 55.90 53. 52.47 51.39 52.14
Commercial and industrial ...............ccovieiiiiina 11.86 12 26 12.91 12.88 1291
Realestate .......cc.ovvvinirninnnsnsnansnreneninieness 20.83 19.60 12.91 17.98 18.88
Personal ........ocoeririniniriarnerareerniiiarnerinnn, 15.54 13.97 18.37 12.28 12.37
SECUMILIES ... .oviteeieiiiiiren i eieri it iaannes 27.83 29, 35 29.61 31.00 30.39
U.S. BOVEMMENL ...ocvvvirrenninerienernrransainenses 15.48 17. 18.26 20.53 20.85
State and local government ..............ccoeiinniiienn, 11.87 11. 50 10.94 10.01 9.01
Other bonds and stock ..........coviiiiiviniiiniiinan 49 46 41 46 .54
Gross federal funds sold and
reverse repurchase agreements .............c.cooiiiiinen, 5.49 5.87 6.35 5.96 5.53
Interest-bearing deposits ....... ... 1.18 1.90 2.60 2.57 2.58
Deposit liabilities ...........ccoviniiiiiiiiiiiiiiiiiiiienen 88.16 87.56 87.17 87.83 88.09
mand deposits ...t 26.68 22.52 19.03 17.01 16.11
Other checkable deposits .........cccivieinriiriienenens 85 4.01 6.14 7.55 8.14
Large time deposits . .......ooiiiiiiiiiiiiiiiiiiiiiii 9.43 10.03 10.67 9.80 10.21
Other deposits ...........covviiiieierieniiiieninninnens 51.20 51.00 51.32 53.46 53.62
Gross federal funds purchased and
gurchasc BARTEEMENS ..\ ivvvrvnenninennirenennonensnss 1.03 1. 41 1.68 1. 21 1.01
Other BOrTOWINgS ... ... vvriiinienenrcaerrenneienssess .61 48 .35
MEMO: Money market liabilities .........................00. 11.07 11, 96 12.83 11 42 11.58

Effective interest rate (percent)

Rates earned

BTy 147 7.88 9.69 10 82 10.58 10.66
State and local government . 5.80 6.45 7.47 7.84
Loans, gross ......c....coene. 12.43 14.91 15 34 13.70 14.16
Net of loan-loss provision .. 11.90 14.29 14.42 12.58 12.83
Taxable equivalent
Securities ..............000 9.96 11,70 12.95 12.53 12.24
Securities and gross loans ... 11.60 13.76 14.47 13.26 13.45
Rates paid
Interest-bearing deposits ..........cvveveivierreieniniennois 8.82 11.21 10.96 9.15 9.55
Large certificates of deposit ........ Vs e 11.69 15.14 13.74 9.20 10.83
Other deposits .. ... ovvinieriiienrereranersncesensarions 8.37 10.56 10.51 9.15 9.35
All interest-bearing liabilities .................cvciiiiiiina 8.89 11.31 11.01 9.11 9.55
Income and expenses as a percent
of average net consolidated assets
Gross interest iNCOME .....oovviiiinneriirennerasinronnanes 9.68 11.49 11.70 10.57 10.88
Gross interest €XPense ..........oevviiiereeiniiiiiiiiiiie.s 5.37 7.13 7.33 6.31 6.72
Net interest margin ..........cooiiiiiiieeiiiien e 4.31 4.36 4.37 4,26 4.16
Taxable equivalent .....................coinn 4.85 4.9 4.94 4.80 4.64
Noninterest inCOMe ..........o.ooviiiiieeriiieeeeinnneens .64 .69 .68 .70 75
Loan-loss provision ............ccooooiiiiiiiiiii i 27 29 42 51 .62
Other NONINErest EXPENSE ... ..uveuvvrvrerervressrerenenens .n 3.3 3.31 3.28 3.27
Income before tax ...........ooiiriieiiinoreriinriiiantians 1.52 1.44 1.31 1.18 1.01
3. T 34 .31 .24 23 .20
Extraordinary items ..........c.v.iiiieiieiariiriiaionians .00 .00 .00 .00 01
Netincome ......coviinininiiiininiiiieneiieeeieieniconens 1.18 1.14 1.06 .96 82
Cash dividends declared ...........c..coooviiiiiiniiinnas 32 35 39 .38 39
Net retained iNCOME .. ..vvvverrvnrerenrerrieacoronsarenes 86 .79 67 .58 43
Memo .
Average assets (billions of dollars) .......................... 337 352 365 73 383
Number of BanKs ........ovuieviiiieninrernensrienesinieses 12,528 12,352 12,080 11,810 11,558

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,

1980-84—Continued!
C. Banks with $100 million to $1 billion in assets
Item 1980 1981 L 1982 [ 1983 ] 1984
Balance sheet items as a percent
of average consolidated assets
Interest-earning assets ...... 87.35 87.99 89.01 89.37 89.27
Loans .......cocovvvuninenns 55.34 54.03 53.38 52.70 54.09
Commercml and industrial . 15.90 16.34 16.88 16.84 17.55
Real estate .. 20.54 20.02 19.38 18.89 19.64
Personal ... 15.43 14.00 13.16 12.86 13.04
Securities .................. 25.25 25.68 25.30 26.51 26.22
U.S. government ........... 12.29 13.15 13.48 15.34 15.49
State and local government .................. 12.34 11.88 11.16 10.29 9.78
Other bonds BLOCK ...iivuivneinerrinensesninenianes .61 .65 .66 87 95
Gross federal funds sold and
reverse repurchase agreements ...................0..n 5.35 5.46 591 5.59 5.40
Interest-bearing deposits ... 1.41 2.84 4.42 4.58 3.56
it liabilities .. ... .. ... i i i ittt 83.92 83.18 82.89 84.34 85.00
nforeignoffices ..........coooiiiiiiiiiiii i .18 24 .24 22 37
ln domesticoffices ..............coiiiiiiiiiiiiiiiiieene, 83.74 82.94 82.66 84.12 84.64
Demand d 31 28.75 24.97 21.31 19.51 18.73
Other checkable deposits ........................coel 1.44 31.62 5.21 6.10 6.45
Large time deposits ...........covviiieinnneniieinnnnans 14.37 14.98 15.35 12.94 12.84
Other deposits .............coviiveeiireenesnsacannnens 39.17 39.37 40.79 45.57 46.61
Gross federal funds purchased and
repurchase 8greements ...........c.ovveenvereronenenenns 5.43 6.08 6.47 5.21 4.60
Other bOITOWIRGS ...\ .ovinieen it iiicireneanernenansnias 1.37 1.28 1.15 1.21 97
MEeMo: Money market liabilities ......................c0000 21.34 22.58 23.20 19.57 18.77
Effective interest rate (percent)
Rates earned
B Ly 14T N 7.65 9.15 9.96 9.89 9.96
US.government ............covvvvencvnennns reereieanns 9.41 11.55 12.41 11.86 10.34
State and local government ..... e i 5.84 6.52 7.03 7.03 7.43
Other bonds andstock .............c..00ihunn eenraeeenes 9.11 10.15 10.52 11,31 10.34
LOoans, BTOSS ....ovvviuirernneneersneiisnensnconansiesares 12.79 15.23 14,70 12.78 13.60
Net loan-loss PrOVISION ....ovveiiirninenvenreenenonsnes 12.26 14.67 13.81 11.88 12.65
Taxable equivalent
Securities ... ...ttt P 9.97 11.37 12.27 12.08 12.14
Securities and grossloans ............c.iiiiiiieneiinenin 11.90 13.97 13.91 12.55 13.12
Rates paid
Interest-bearing deposits ...............oiiiiiiiiiin 9.06 11.47 10.67 8.83 9.37
Large cemﬁcates of deposit ........ciiiiiiiiiiiiiiiiiian, 12.13 16.05 13.91 8.90 10.90
%oslts in foreign offices .................ciil 12,99 15.84 14.48 9.23 15.39
er GEPOSIES ... ... iyiiiiiii et iaaeeaas 8.06 9.99 9.71 8.82 9.01
All interest-bearing Habilities ......................co0inee 9.50 11.98 12.85 8.80 9.43
Income and expenses as a percent
of average net consolidated assets
Gross iNterest iMCOME .........c.vvvverieniennenrasnsnresas 947 11.25 11.06 9.85 10.35
Gross interest eXpense ............ceevvverrraiiiianiieianen 5.62 7.39 7.14 6.00 6.50
Netinterest margin .............cooeiieniieiiiiniinnnnen, 3.85 3.86 3.92 3.85 3.85
Taxable equivalent ................. ...l 4.39 4.38 445 4.37 4.38
Noninterestincome ...........ooiivviviiiiiiiiiiieiaian, .81 87 90 .94 1.00
Loan-1088 Provision .........c....veenniiiiiiiniiiiiiinenia. .26 27 42 43 45
Other nORINIETESE EXPENSE .. ....o\evniriarenrnroenesnraennss 3.20 3.34 343 3.38 3.33
Income before taX ..........cccvviverinineniveeceenssienns 1.15 1.02 92 97 1.06
X . 13 09 4 19
Extraordinary items ............cciciiiiiiiiniiiiiieans 01 01 .00 01
NetinCoOmMe . .ivuuriniiieennninestiosscsnsneansoensnerass 96 91 83 84 88
Cash dividends declared ..............c.covvviinvinenans 37 39 40 42 43
Net retained income ..........ocvviiirirniiiniineniniinens 59 52 43 42 45
Memo
Average assets (billions of dollars) ....................c.... 347 382 413 453 487
Numberof banks ..........ccoiviiiiiineiiniirneerernneioess 1,501 1,651 1,813 2,012 2,130

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,

1980-84—Continued!
D. Nine money center banks
Item 1980 1981 1982 1983 1984
Balance sheet items as a percent
of average consolidated assets

Interest-€arning @SSELS ..........coiveneriiiiariiieniniannes 77.80 79.40 80.94 80.35 80.12

72 T 55.94 57.91 61.03 61.72 62.64
Commercial and industrial ...............ccoiiiiiiinin 29.09 30.21 32.34 32.31 31.78
Real eState .......cvviiviinininrernineieiaenenanannnns 7.89 8.62 9.16 9.22 9.82
Personal ....c.ovinviiivinreininrnsniieneresiesiinansns 4.63 4.50 4.61 4.72 5.28

SECUMLIES .. .oviveivin et eieniiiiaeiiiaeiieases 6.90 6.48 5.96 6.39 6.68
U.S. BOVEINMENt .. ..oiviirevveriariineneronronscennons 3.06 277 2.37 2.60 2.33
State and local government ..............coiiiiiiiiiinin 241 2.39 2.37 2.49 2.90
Other bonds and stock .......oovinieiiviniveisnerennnns 1.43 1.32 1.23 1.30 1.45

Gross federal funds sold and
reverse repurchase agreements ..............ocoveiennnn 1.53 2.11 2.50 2.52 2.51

Interest-bearing deposits ...........c.cooiiiiiiiiiiiiiiin, 13.44 - 12.90 11.45 9.72 8.29

Deposit liabilities ..........ocoviininiiiiiiiiiiiiiiiiinn, 76.42 75.37 73.69 72.18 72.08

nforeignoffices ...........coivviiiiiiiiiiiiii e 40.68 39,86 39.99 37.93 36.79

Indomesticoffices ............cciiiriiiiiiiiiiiiiiiieins 35.74 35.51 33.70 34.25 35.30
Demand deposifts .......covviiiniuieirierieranieiaenens 17.94 15.06 11,28 11.43 11.83
Other checkable deposits ...........c.oovviviiiiiienn, .55 .83 1.06 1.19 1.24
Large time deposits ..............coocviiieiiiiiiiiiinas 10.58 12.95 13.75 10.55 8.81
Other deposits .........covvriviiiniiieiininrncinensns 6.68 6.68 7.61 11.08 13.42

Gross federal funds purchased and

repurchase agreements ..........couvvievenrinsneranens 6.85 7.23 7.27 7.86 7.42

Other BOITOWINGS ..o\ vvvvvivvnenineiiiiiiiiii i iiiiisienens 4,52 4.54 4.75 5.12 5.34

MeMo: Money market liabilities .................... ... .00, 62.63 64.58 65.76 61.46 58.36
Effective interest rate (percent)

Rates earned

SIS o .ot ittt it it e 8.58 9.89 .73 9.56 9.72
U.S. BOVEIMMENE ... cvunrnenrvirarssonrenenesesasisneress 9.03 10.97 10.81 11.92 11.58
State and local government .............ciiiiiiiiiiiienen, 6.75 7.55 7.46 6.33 7.61
Other bonds and StOCK .......ovvviiveiiiiiniienriirinnens 10.76 11.99 11.93 11.46 11.10

LOANS, BIOSS . ..cvveriarrarneniniussassrsossvossasassnsnens 14.81 17.41 15.53 12.63 13.80
Net of loan-loss provision 14.43 17.00 14.96 11.99 12.90

Taxable equivalent
Securities ............... 10.70 12,46 12.36 11.86 12.58
Securities and gross loans 14,35 14,44 15.24 12.56 13.68

Rates paid .

Interest-bearing deposits ... 12.79 15.94 13.95 10.23 11.39
Large certificates of deposi 13.67 16.64 14.47 8.96 10.70
Deposits in foreign offices 13.74 17.12 14,89 10.77 12.90
Other deposits .............cooviiiiiiiiiiiiiiiiiiiii, 8.12 9.97 9.66 10.02 8.64

All interest-bearing liabilities 12.80 16.06 12,28 10.56 11.81

Income and expenses as a percent
of average net consolidated assets

Gross interest iNCOME ......o.viivivrentoneirrncirieensnsnes 10.27 12.45 11.40 9.23 10.06

Gross interest eXPensSe ..........cvveenrrorersrreresrsssnse 8.21 10.49 9.22 6.99 7.84
Netinterest margin ...........coooiiviereneiieneriscsnins 2.06 1.96 2.17 2.24 2.0

Taxable equivalent ............c.00viviiiiiniiiiinernins 219 2.11 2.32 2.37 2.39

Noninterest inCOME .........ooiiiriiriiireiairiiirenrones 98 1.14 1.19 1.27 1.59

Loan-10s8 provision ............cooiviiiiiiiiiiiiiiiiiian .19 21 30 36 .50

Other noninterest EXPenSsSe .........covenieererrrrrresesseasnss 1.88 2,00 2.23 2.33 2.54

Incomebeforetax ........covviiiveiiiiiiiiiiiiieiiiinniiaes 94 84 .76 84 .78

-3 o 37 31 24 30 .26

Extraordinary items ..........coeiiiiiiniiiiiiiiiiiiiiian, .00 .00 .01 .00

NetifCome ...oveuiiniiiiiiriniiiatiirenrieseirsansnsns .56 53 .53 53 .52
Cash dividends declared ..............cooiviiiiiiiininen 22 22 .23 27 24
Net retained inCOME .........covvirnriiinriresirieneines 37 31 30 26 29

MEeMo

Average assets (billions of dollars) ..............ccoivvininnn 498 538 564 582 594

Numberof banks .........coviiviniiiieniiriiniriienninnes 9 9 9

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,

1980-84—Continued!
E. Large banks other than money center banks
Item 1980 1981 1982 1983 1984
Balance sheet items as a percent
of average consolidated assets
lntemst-eamms BBSELS ..\...iuiaiiainiieaniiaareritenonsns 80.90 81.36 83.21 83.84 83.41
.................................................. 54.50 54.35 55.54 55.15 56.40
Commemal andindustrial ........o.oviiiiiiniiiiiniiaens 21.72 2.42 23.70 23.15 23.25
Real e8tBIE .......c.ouitiiiiiiniirnnancnrensnvacancnnns 13.12 13.02 13.25 13.25 13.81
PersORal .. ...covvniiiiiiii ittty 9.98 9.02 8.68 8.88 9.74
5 L S 14.64 14.00 13.43 14.28 14.91
U.S. OVEMMMeNt ........coivuirirneerircnsaseacsenses 6.48 6.14 591 7.04 7.34
State and local government .............ooiiiiiiiiiinen 7.58 7.3 6.97 6.58 6.81
Other bonds BOCK ..ttt .58 51 54 .66 .76
Gross federal funds sold and
reverse repurchase agreements ...............coiiiiean. 3.49 3.68 4.09 4.20 4.05
Interest-beﬂg:g deposits ..........c.iiiiiiiiiiiieiiaean 8.28 9.32 10.15 10.21 8.05
.......................................... 74.68 73.89 X 73.43 74.11
forelgn oﬁces ........................................ 13.78 14,01 13.88 13.03 11.47
Indomesticoffices ...............ccoiviiiiiiiiiiniiaee, 60.90 59.89 59.22 60.40 62.64
Demand de{oslts ...................................... 24.87 2.2 18.89 18.21 18.61
Other checkable deposm ............................... 1.07 2.21 292 3.33 37
Larse time e .................................... 15.67 16.78 16.75 13.84 12.83
........................................ 19.29 18.90 20.66 25.02 27.49
Gross federal funds purchased and
repurchase agreements ..........ooioiiiiiiiiiiiiiennn 11.33 11.84 12.39 12.05 11.48
Other L+ 2.94 2.94 2.9 3.3 3.16
MEemo: Money market Habilities ...............oco0iiieiinn 4.72 45.53 43.91 42.16 38.94
Effective interest rate (percent)
Rates earned
Securities 7.82 8.74 9.17 9.16 9.41
U.S. government .......... 9.42 10.64 11.12 11.18 11.13
State and local government . 6.20 6.96 7.24 6.95 7.36
Other bonds stock ... 1.84 12.11 12.66 10.84 11.49
Loans, gross .............. 4,09 16.90 15.13 12.31 13.35
Net of loan-loss provision 13.48 16.29 14.19 11.19 12.10
Taxable equivalent
F e N 10.45 11.60 12.09 11.66 12.06
Securities and gross loans 13.31 15.79 14.52 11.57 13.08
Rates paid
Interest-bearing deposits .............c.oviiiiiiiiiiiaiiin, 11.02 13.92 12.20 9.09 9.84
Large certificates of deposit .............c..coviivininnin, 12.57 16.88 14.47 8.83 10.54
ts in forelgn OffiCes .. .oviiiiiiiiiiiriciieaas 14.79 17.98 14.84 9.48 12.4
.......................................... 7.79 9.54 9.66 9.08 8.88
All mtcrest-bearm; liabilities .......covvvvviiiiiiininaianans 11.78 14.58 12.8 .U 10.14
Income and expenses as a percent
of average net consolidated assets
Gross interest iNCOME ............ocvvvnrniiiniorersisnnanns .88 11.80 10.87 9.03 9.73
Gross iNterest eXpense ...........ovvveieiieinisniiniiieienss .07 8.98 7.94 6.13 6.75
Netinterest MAIGIN .......ocoivvviriiiinrererersensnnns .81 2.82 2.9 2.90 2.98
Taxable equivalent ... 17 319 3.28 122 3.38
Noninterest income ......o.oovvvieiieiiniiiiiiiieieiiieiens .00 1.1 1.19 1.29 1.43
Loan-loss provision ............c.ooiiiiiiiiiiiiniin, 29 29 46 56 63
Other NONINLETESt EXPENSE .. ....cvvvuenerinciirirarerronrens .64 2.78 2.95 2.9 314
Incomebefore tax ............cocoivivirinniiiiiiriiinnnnens .81 .76 64 .63 62
Taxes ....... P TR T R RSO PP .16 .10 .08 .10 13
Extraordinary items ..........coiiiiiiiiiiiiiiiriiiienin. 00 .00 .00 .00 01
Netineome ...ooiuiiiniiiniriiiieeiisneeirairensnsennsnes .65 66 .60 53 51
Cash dividends declared ........................oiiil .28 .29 29 29 .28
Mglet retained INCOME ... ....cvviiininiinniiererennnnenss 37 36 31 25 .23
MO
Average assets (billions of dOMAIS) ..........c.vvenrieiiinines 586 668 759 850 934
Number of banks ........coooiieiineriiiieireirinrensesseses 181 195 220 243 256

1. See notes to tables in the text.
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Treasury and Federal Reserve
Foreign Exchange Operations

This 47th joint report reflects the Treasury-
Federal Reserve policy of making available addi-
tional information on foreign exchange opera-
tions from time to time. The Federal Reserve
Bank of New York acts as agent for both the
Treasury and the Federal Open Market Commit-
tee of the Federal Reserve System in the conduct
of foreign exchange operations.

This report was prepared by Sam Y. Cross,
Manager of Foreign Operations for the System
Open Market Account and Executive Vice Presi-
dent in charge of the Foreign Group of the
Federal Reserve Bank of New York. Officers of
the Foreign Exchange Function, together with
Richard F. Alford, Elizabeth A. Goldstein, Thad-
deus D. Russell, and Elisabeth S. Klebanoff,
contributed to its preparation. It covers the
period February 1985 through July 1985. Previ-
ous reports have been published in the March
and September (October 1982) BULLETINS of
each year beginning with September 1962 and in
the May and November BULLETINS beginning
with May 1985.

During the period under review, many observers
of the foreign exchange markets were uncertain
about the sustainability of the global economic
expansion, now into its third year. The vigorous
upswing in the United States had faltered in the
third quarter of 1984, and market participants
were anxious for evidence of whether domestic
demand would remain strong enough to support
renewed increases in production and employ-
ment in 1985. Doubts developed about other
countries’ ability to continue to expand should
U.S. growth remain subdued, since exports to
the United States had been the major source of
stimulus abroad. Meanwhile, inflation had decel-
erated in almost all of the industrial countries,
but the scope for making further progress in the
fight against inflation was seen as more limited at

this stage of the business cycle. At the same
time, market attention was focused on concerns
about the imbalances in the structure of the
current recovery—imbalances reflected in a
large U.S. fiscal deficit, unprecedented dispari-
ties in the current account positions of the largest
industrialized countries, interest rates at levels
that appeared high relative to current inflation
rates, and persistent unemployment problems
abroad.,

With the major money and capital markets of
the world increasingly integrated through pro-
gressive liberalization of exchange controls and
other regulations, shifts in sentiment about these
uncertainties were associated with sizable move-
ments in dollar rates. During the six months from
February through July, the dollar briefly contin-
ued its climb of four and one-half years, advanc-
ing strongly to hit record levels in the floating-
rate period. Thereafter it depreciated, at times
quickly, to close the period much lower.

THE DOLLAR’S CONTINUED RISE:
FEBRUARY TO EARLY MARCH

The dollar was buoyed early in the period by an
improving outlook for the U.S. economy and the

.implications for U.S. monetary policy. Data be-

ing published at the time pointed to a significant
rebound in the fourth quarter that had been
unanticipated just months before, and economic
forecasters were beginning to present reassuring
projections of moderate growth for 1985. An
accelerating expansion of monetary aggregates
was seen as limiting the scope for any further
easing of U.S. monetary policy and might even
suggest some tightening. As a result, there was a
perception in the market that the decline of U.S.
interest rates, which had brought short-term de-
posit rates down more than 3 percentage points



851

in about six months and was marked by two cuts
of ¥ percentage point each in Federal Reserve
discount rates, was not likely to continue. As this
shift in expectations occurred, market rates for
long-term as well as short-term instruments
backed up somewhat during February and into
early March.

The economic outlook abroad was more
guarded. The performance of many of the Euro-
pean economies had not been sufficient to dispel
concerns about their longer-term growth poten-
tial. Industrial production statistics for the first
quarter, while hard to interpret because of tem-
porary disruptions associated either with labor
disputes or an unusually severe winter, pointed
to declines in output in many large countries.
Also, business opinions and press commentary
appeared to reflect a lack of confidence in most
countries that domestic demand could revive
sufficiently to ensure a continued expansion
should U.S. growth be subdued. Fiscal policies
abroad were regarded as being almost universal-
ly restrictive, as the authorities sought further
progress in achieving their medium-term goal of
reducing fiscal deficits as a proportion of national
income. Monetary policies were also generally
restrained.

Thus, few market observers thought that for-
eign central banks would welcome pressures
emanating from either a renewed firming of inter-
est rates in the United States or a continuing
decline in their currencies to tighten monetary
policy any more. Yet the impact on domestic
prices of the progressive decline of these coun-
tries’ currencies against the dollar was showing
through, at least in Germany where import prices
were rising more quickly. Market participants
therefore became wary of the possibility that the
authorities there, as well as in other countries,
might use intervention in an effort to stop the
currency depreciations.

The full range of these international issues had
already been discussed at a G-5 meeting late in
January. Moreover, the May 1983 Williamsburg
agreement to undertake coordinated intervention
as necessary was reaffirmed at that meeting, and
visible foreign exchange market operations had
subsequently been undertaken by the authorities
of several countries, Market participants per-
ceived the central banks to be more willing to

intervene than before. But they were uncertain
about the circumstances in which the central
banks would judge intervention to be appropri-
ate.

At the same time dealers remained impressed
by the strength of demand for dollars in the
exchange market. Enthusiasm spread about the
degree of interest coming from abroad in the
Treasury’s February refunding operations. Com-
mercial entities were frequently seen as buyers
of dollars, presumably to hedge future commit-
ments in light of the improving outlook for the
dollar. As sentiment toward the dollar became
increasingly bullish, the dollar rose through lev-
els at which, in earlier months, some central
banks had intervened and previously provided
resistance. The dollar’s rise then gained momen-
tum, markets became one-sided, and dollar rates
moved quickly to successive highs against sever-
al European currencies. By February 26, the
dollar had risen nearly 10 percent against major
European currencies while rising 3 percent
against the Japanese yen. At this point the dollar
was at its highest level of the six-month period
under review, trading around DM3.48 and $1.03
against the German mark and British pound
respectively.

On three occasions during the first three weeks
of Febryary, the U.S. authorities intervened,
selling a total of $242.6 million against marks,
$48.8 million against yen, and $16.4 million
against sterling, to counter disorderly market
conditions in operations coordinated with foreign
central banks. Between February 27 and March
1, the U.S. authorities sold another $257.4 mil-
lion against marks in the New York market in a
concerted intervention. These operations
brought the total of U.S intervention sales of
dollars, between the January 21 G-5 meeting and
March 1, to $659 million.

As for the central banks of most other G-10
countries, they intervened much more heavily
between February 27 and March 1 than before,
selling dollars, buying German marks and other
currencies, or doing both. For all G-10 countries
as a group, the total of dollars sold during the five
weeks between January 21 and March 1 was
about $10 billion. This series of operations con-
stituted one of the biggest dollar interventions
during the floating-rate period. The sales of dol-
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lars by G-10 countries other than the United
States was large enough to cause a sizable drop
in their official foreign currency reserves.

THE DECLINE: MID-MARCH
TO THE END OF JULY

Even after the large interventions of late Febru-
ary to early March, the dollar traded close to its
late-February highs for about two weeks. But the
intervention had resulted in an accumulation of
dollar-denominated assets in private hands. Talk
had begun to spread earlier that portfolio manag-
ers were gearing up to provide more currency
diversification to customers’ portfolios, taking
advantage of assets that appeared undervalued at
current exchange rates and capitalizing on the
possibility of future currency appreciation. Then,
around mid-March, a more pessimistic reassess-
ment of the outlook for the U.S. economy and a
shift of view about interest rates began to weigh
on the currency.

By mid-March, a variety of statistics were
indicating that economic activity in the United
States was proceeding only at a relatively slow
pace. While final demand remained buoyant, the
demand for labor and growth of production in the
manufacturing sector were much weaker than
had been assumed in most forecasts earlier in the
year. Market participants came to realize the
extent that demand was being diverted away

1. Federal Reserve reciprocal currency arrangements
Millions of dollars

Amount of
Institution facility
July 31, 1985
Austrian National Bank ....................... 250
National Bank of Belgium ..................... 1,000
Bankof Canada ...............oo00vvviinnnnnns 2,000
National Bank of Denmark .................... 250
Bankof England................ccocveninenen, 3,000
Bank of France........ccoovvviniivininnnenins 2,000
German Federal Bank.................co000 6,000
Bankof Italy . ... ....ooovvvniniiiin i 3,000
Bankof Japan............c.ooviiiiiiiiiiniin 5,000
Bank of MeXico .........covviiiiiiniiiininn 700
Netherlands Bank. .. 500
Bank of Norway............ 250
Bank of Sweden ............ e 300
Swiss National Bank ...............cocvenninn 4,000
Bank for International Settlements
Swiss francs/dollars ..o 600
Other authorized European currency/dollars . . . 1,250
Total coovevrironrncnnnrnonsssasssossasassnses 30,100

from U.S.-produced goods, thereby jeopardizing
the sustainability of economic expansion here.

At the same time, signs of strain in U.S.
financial markets became more prominent, rais-
ing the risk that financial as well as economic
dislocations would intensify. The failure of three
secondary government securities dealers, though
constituting a very small part of the market,
imposed losses for a number of customers, in-
cluding several local governments and thrift in-
stitutions. The repercussions of these incidents
revealed weaknesses in private deposit insurance
systems and led to large deposit outflows from
state-insured thrift institutions, particularly in
Ohio, before the governor of that state temporar-
ily closed the affected institutions. Pictures dis-
played prominently by the media of queues of
depositors unable to withdraw their funds height-
ened concern about the authorities’ ability to
deal adequately with problem situations. Since
difficulties had already been identified in energy,
real estate, and agricultural portfolios, this weak-
ness was perceived as having potentially far-
reaching implications.

Against this background, market participants
adjusted their assessments of the outlook for
U.S. monetary policy and interest rates. Dealers
were sensitive to the implications of the imbal-
ances in the economy for the industrial sector
and the prospects for sustained growth. Money,
as measured by M1, though remaining well
above target, was growing somewhat more slow-
ly on a month-to-month basis. Inflation rates
were still low, a renewed weakness in oil prices
helped keep inflationary expectations at bay, and
signs of congressional action to reduce the fiscal
deficit lent some relief to the bond market.

Thus most observers came to expect the Fed-
eral Reserve to give priority to supporting the
economy and providing assistance to the domes-
tic financial system. Market interest rates of all
maturities started to decline in a trend that was to
last about three months, while expectations de-
veloped that the Federal Reserve would an-
nounce a series of cuts in its discount rates. By
mid-June,. short-term interest rates had fallen 2
percentage points or more, with the Federal
Reserve lowering its official rates just once—by
12 percentage point, effective May 20. Long-term
rates also declined, but more slowly. As a result
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2. Drawings and repayments by the Argentine Central Bank under special swap arrangements with the U.S.

Treasury
Millions of dollars, drawings or repayments (—)
QOutstanding Outstanding
Drawings on the U.S. Treasury September 1984:4 1985:1 1985:2 July 31,
31, 1984 1985
S00million. ... ..ol e e 500 =230 0 0
=270
I0million........oooii i e s 75 143
68

Data are on a value-data basis.

of these declines, most U.S. interest rates were
below levels prevailing at the depth of the 1982
recession.

As these developments began to unfold, the
doliar fell substantially in the exchange markets,
Many market participants were concerned for a
time about the magnitude of any drop in the
dollar if foreign investors tried to liquidate doliar
assets accumulated during previous years. In-
deed, investors acted to protect the value of their
portfolios, mostly by selling doliars in the for-
ward market but also by shifting into assets
denominated in other currencies. Commercial
customers postponed dollar purchases in the
expectation of being able to buy later at more
attractive rates. Bank dealers and speculators on
organized exchanges also sought to sell the dollar
and to establish short positions. Under these
circumstances the dollar moved lower. As it fell
through levels at which resistance had previously
been expected, the pace of the decline quick-
ened. From its peak in late February to the
middle of April, the dollar dropped 20 percent
against sterling, 15 percent against the continen-
tal currencies, as well as 62 and 4 percent
against the Japanese yen and Canadian dollar
respectively.

Late in April, however, the dollar firmed and
then traded relatively steadily through the end of
June. Market participants perceived that foreign
investors had not liquidated their dollar holdings
in large scale so that fears of an early and
precipitous fall in the dollar faded. Instead, in-
flows of new funds were continuing, especially
from Japan at the beginning of that country’s
new fiscal year in April, as well as from countries
suffering from serious inflation problems. Also,
persistent strains in the U.S. financial sector
were being well contained. Interest yields on

dollar investments were still relatively attractive.
The scope for hedging the currency risk, should
the dollar decline, had been demonstrated. And
profits realized from earlier hedging operations
increased the overall rate of return on dollar
portfolios sufficiently to protect against even
significant future declines in the dollar. In effect,
the dollar retained its stature as the principal
medium for investment.

Meanwhile, the currencies that traditionally
benefit from a shift of investor preference out of
dollars, the German mark and Japanese yen, had
appreciated relatively modestly as the dollar had
declined. The U.S. economy had still outper-
formed those of most other industrialized coun-
tries, and talk continued of a renewed accelera-
tion of U.S. growth in the second half of 1985.
The only currency to challenge the dollar as an
investment alternative was pound sterling. With
the outlook for economic growth in the United
Kingdom brighter than for most other countries
and interest rate levels there comparatively high,
sterling-denominated assets provided an attrac-
tive outlet for investors reluctant to accept de-
clines in yields elsewhere. Thus by the end of
June, the dollar was trading above its mid-April
lows against all currencies except sterling.

Many market observers had supposed that the
authorities abroad would have taken advantage
of the decline in U.S interest rates that occurred
during the spring to ease their own monetary
policies. But in Germany and Japan the authori-
ties appeared reluctant to cut short-term interest
rates until they were more confident about the
exchange market situation. In the other coun-
tries, the authorities were cautious about letting
interest rates at home get too far out of line with
those of their closest trading partners. To vary-
ing degrees, foreign central banks took advan-
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tage of the decline in the dollar instead to rebuild
their foreign currency reserves. The authorities
in several countries acquired sizable amounts of
both dollars and German marks, currencies that
could be used in future intervention operations to
support their own currencies. By the end of June
the G-10 countries as a group had largely recov-
ered the reserves lost in the early months of the
year.

In July the dollar resumed its decline. During
the spring, the gap had continued between strong
growth of U.S. domestic demand and weak ex-
pansion of domestic production. As a result, the
regular flow of economic statistics had presented
conflicting signals. By early July, however, it
again became clear that U.S. economic activity
had not increased as much as most observers had
expected. An acceleration of real growth of gross
national product in the second quarter was more
moderate than anticipated, and anecdotal infor-
mation for July suggested that the third quarter
was getting off to no better a start. The mounting
U.S. trade and current account deficits were
increasingly perceived by market participants as
a drag on the domestic economy. Noting an
increase in protectionist pressures, they consid-
ered the possibility that the administration might
welcome a further decline in the dollar to help
restore external balance. At the same time, dis-
appointment developed over the prospects for
meaningful reduction of the fiscal deficit, as
efforts in the Congress to adopt a compromise
budget resolution appeared to falter.

During the month, interest rate developments
tended to move in the dollar’s favor. In the
United States, interest rates started to firm.
Market participants here came to expect that the
Federal Reserve would not be more accommoda-
tive until it could assess more fully the implica-
tions of the drop in interest rates that had already
occurred and of a renewed acceleration in M1
growth. In Europe, interest rates began to ease
more rapidly. The central bank in Germany
began to provide liquidity at progressively lower
interest rates and, at least for a time, central
banks in other continental countries moved in a
similar direction. Thus, interest differentials ac-
tually moved in favor of the dollar during the
month.

Nonetheless, sentiment toward the dollar had

become cautious. Market professionals had al-
ready begun to set up positions in anticipation
that the dollar might resume its decline. Thus,
when others came into the market to sell, dollar
rates moved down through the end of the month,
dropping well below the lows of mid-April. Ster-
ling continued to lead the rise of foreign curren-
cies against the dollar. After mid-July, however,
when a realignment within the European Mone-
tary System (EMS) drew attention to the mark’s
potential for revaluation in that arrangement, the
German currency also began to strengthen more
rapidly than before. During the entire February—
July period under review, the dollar had fallen on
balance 20 percent against sterling to $1.4135, 12
percent against the mark to DM2.7850, by ap-
proximately similar magnitudes relative to most
other continental currencies, and 8 percent
against the Japanese yen to ¥236.

Meanwhile, during late June and July, prog-
ress was being made in some of the largest Latin
American countries to deal with the serious
imbalances in their economies. In Argentina, the
government came to an agreement with the Inter-
national Monetary Fund (IMF) on a stabilization
program that entailed currency and wage-price
reform designed to brake the country’s rapidly
accelerating inflation. Upon completion of an
agreement by the IMF to provide a standby, the
U.S. Treasury and 11 other monetary authorities
acted to facilitate the provision of a bridge fi-
nancing facility of $483 million for Argentina, of
which the U.S. portion was $150 million. Argen-
tina made two drawings of roughly equal size on
this facility, on June 19 and on June 24, for a total
of $460 million. The Treasury’s portion of these
drawings was $143 million. Argentina is sched-
uled to repay the drawings in two installments
after the period. In Mexico, the government
tightened fiscal policy, liberalized trade policy,
and made major changes in the structure of its
exchange market. These actions were undertak-
en in order to align Mexico's cost and price
structure more closely with world markets and
aid in bringing inflation down to targeted levels.

In the period from February through July, the
Federal Reserve and the Exchange Stabilization
Fund (ESF) realized no profits or losses from
exchange transactions. As of July 31, cumulative
bookkeeping or valuation losses on outstanding
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3. Net profits or losses (—) on U.S. Treasury and
Federal Reserve current foreign exchange

operations
Millions of dollars
Foderal U.g. Treasury
: ral xchange
Period Reserve Stabilization
Fund

February 1-July 31, 1985... 0 0
Valuation profits and losses

on outstanding assets

and liabilities as

of July 31, 1985 ....... -871.1 -578.3

Data are on a value-date basis.

foreign currency balances were $871 million for
the Federal Reserve and $578 million for the
Treasury’s Exchange Stabilization Fund. These
valuation losses represent the decrease in the
dollar value of outstanding currency assets val-
ued at end-of-period exchange rates, compared
with the rates prevailing at the time the foreign
currencies were acquired.

The Federal Reserve and the ESF invest for-
eign currency balances acquired in the market as
a result of their foreign operations in a variety of
instruments that yield market-related rates of
return and that have a high degree of quality and
liguidity. Under the authority provided by the
Monetary Control Act of 1980, the Federal Re-
serve had invested $1,009.2 million equivalent of
its foreign currency holdings in securities issued
by foreign governments as of July 31. In addi-
tion, the Treasury held the equivalent of $1,756.0
million in such securities as of the end of July.

EUROPEAN CURRENCIES

Coming into the six-month period, progress ap-
peared to stall in resolving the economic prob-
lems facing European countries. During the
months of severe winter weather, growth in
several countries slowed, unemployment in
some continued to drift upward, and a decelera-
tion in inflation petered out. At the same time the
trend toward greater convergence of economic
performances started to dissipate, notwithstand-
ing the fact that governments in aimost all of
these countries continued to be committed to
common goals for economic policy: reducing
government deficits and containing inflation. Un-
der these circumstances, there were some adjust-

ments among the relationships of all European
currencies as they declined and then rose against
the dollar.

Early in the period, with the dollar strengthen-
ing across the board, the continental currencies
as a group fell about 10 percent. The Swiss franc
dropped to SF2.9405, the lowest level in more
than 10 years, and the German mark posted a low
for the floating-rate period at DM3.4780. The
Dutch guilder, the French and Belgian francs,
and the Italian lira dropped to record lows of
NG3.9430, FF10.6300, BF69.90, and LIT2167
respectively. Sterling, which had been the target
of especially heavy selling pressure just before
the period, declined somewhat more slowly
against the dollar during February. Neverthe-
less, by February 26 it had declined nearly 9
percent and also recorded a record low of
$1.0370.

Meanwhile, authorities in Germany and the
United Kingdom were concerned that inflation
was picking up as a result, at least in part, of the
impact on import prices of the continuing
strength of the dollar. In the United Kingdom,
inflationary expectations were also stimulated by
concerns over the priorities of the government’s
economic policy and above-target growth of
money. But the British authorities had acted to
address these concerns before the period by
permitting an abrupt and sharp increase in short-
term interest rates. In Germany, where the pres-
sures were far less acute, market rates also
tended to firm. But market participants per-
ceived the German authorities to be resisting the
rise out of concern that significant increases in
interest rates were not appropriate to the domes-
tic economic situation. These developments had
disappointing implications for other countries
that had been maintaining favorable interest rate
differentials relative to Germany. The central
banks in France, Italy, and Belgium, for exam-
ple, saw the opportunity for them to lower inter-
est rates in response to earlier improvements in
their price performance as quickly slipping away.

Following the G-5 meeting in January, most
European central banks participated in the coor-
dinated interventions that took place through
early March. All of those participating sold dol-
lars, at times in sizable p,n;qunts. Some supple-
mented their dollar sales with purchases of
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marks and a couple of other currencies, either
against dollars or their own currencies.

From mid-March, when the dollar began to
decline, to the end of June, sterling was the
currency that rebounded most strongly to lead
the rise of European currencies against the dol-
lar. The Swiss franc also benefited more than
many others, while the German mark was not
particularly buoyant.

This pattern of exchange rate changes sur-
prised market observers who had anticipated
that, once the dollar started to fall, the mark
would reassert itself as the principal alternative
for investment. But as it turned out, the curren-
cies to benefit most from the dollar’s initial
decline were, for the most part, those with assets
yielding relatively high interest rates. Foreign
capital was drawn into sterling, enticed by high
yields on gilts and other fixed-income securities
as well as the breadth and liquidity of London’s
financial markets. Residents in countries with
high interest rates borrowed abroad where the
cost of funds was lower to finance trade and
domestic expenditures. The Swiss franc firmed
against many other currencies, even though
Swiss interest rates remained relatively low be-
cause the impression spread in the markets that
monetary policy in Switzerland was not likely to
be eased. In Germany, interest rates were also
lower than in most other countries, and econom-
ic indicators for the first quarter were being
interpreted in the market as disappointing. Ex-
pectations developed that the Bundesbank would
cut interest rates as soon as exchange market
conditions permitted and U.S. interest rates de-
clined.

Although the upward pressure on European
interest rates subsided as the dollar declined
during the spring, the European monetary au-
thorities were slower to lower interest rates than
many market observers had expected.

In the United Kingdom, the authorities were
intent on reassuring markets of their commit-
ment to strict financial policies. A cautious bud-
get, presented in March, called for both a drop in
the public sector borrowing requirement and
reductions of growth targets for Britain’s two
monetary target variables, MO and M3. As inter-
est rates in the United States declined and capital
inflows into sterling exerted upward pressure on

the pound, the Bank of England allowed interest
rates to ease somewhat, But the authorities were
perceived as acting to slow the decline—an ap-
proach that appeared reasonable as long as the
economic outlook for the United Kingdom was
more optimistic than for most other countries.
By late June, short-term interest rates were still
above 12 percent and differentials vis-a-vis dollar
interest rates were even wider than they had
been in early February.

In Germany, also, the Bundesbank did not
judge the domestic situation as warranting a
change in the course of monetary policy. The
central bank saw the underlying trend of eco-
nomic activity still pointing upward. Central
bank money stock was growing close to the top
of its target path, buoyed by an acceleration of
domestic credit growth early in the year. The
public sector in particular was temporarily hav-
ing an expansionary impact on monetary growth.
And by late spring a public debate had emerged
over accelerating proposed tax cuts. The
Bundesbank did not wish to suggest that an
easing of policy was appropriate by announcing
reductions of its official rates. But it was willing
to provide sufficient liquidity to the banking
system mainly through repurchase agreements.
These operations reduced banks’ use of Lom-
bard credit and guided day-to-day money rates
cautiously lower. By the end of June, three-
month money rates had eased 75 basis points
from levels at the end of February, less than half
the decline for comparable rates in the United
States.

The relative stability of interest rates in Ger-
many was a factor limiting the scope for interest
rate declines in other European countries. The
authorities there had accepted that domestic
interest rates would remain considerably higher
than those in Germany because inflation rates
were higher and current account positions were
not as strong. Yet their currencies were being
buoyed relative to the mark by the inflow of
interest-sensitive capital. Under the circum-
stances, these central banks also looked to rela-
tively subtle techniques to ease money market
rates gradually, so as not to suggest that a change
in policy was under way. The Bank of France,
for example, lowered its money market interven-
tion rate, acting cautiously by moving in several
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small steps. In this way, short-term interest rates
in France declined somewhat more than in Ger-
many. A more substantial change in technique
occurred in Belgium where the National Bank
decided to adopt a more flexible and market-
related practice for fixing the discount rate.
Henceforth the discount rate was to be linked to
the rate on three-month Treasury certificates. As
a result, a decline that had already occurred in
market rates was acknowledged, and rates
continued to ease modestly through the end
of June.

Against this background, the authorities in
many European countries also chose to respond
to the favorable exchange market environment
for their currencies by acquiring foreign currency
reserves. During the second quarter, a number of
central banks were active buyers of dollars either
in the market or from customers. They also
purchased substantial amounts of other curren-
cies, especially the German mark, because it is a
currency frequently used for intervention within
the EMS and is of increasing importance in the
reserve holdings of other European countries. As
a resuit of these operations, many countries
restored the reserves lost during their interven-
tion operations in late January through early
March. France and Italy had among the largest
increases in reserves. Germany's increase was
the greatest, even though it refrained from inter-
vening for much of the period.

Meanwhile, the Italian lira had broken stride
with the other European currencies. During Feb-
ruary it had risen against the dollar more slowly
than the others. As a result, it had moved from
the top to the bottom of the narrow EMS band
between early February and mid-March; it then
traded consistently about 1% percent below the
bottom-most currency in the narrow band during
the second quarter. Fiscal policy in Italy had
been expansionary, with the government deficit
expected to grow to 17 percent of gross domestic
product in 1985. Moreover, Italy’s inflation re-
mained high relative to that of other countries,
and successive increases in wage settlements
eroded the country’s competitiveness all the
more. Accordingly, the current account had de-
teriorated, with imports of capital goods quick-
ening. Under these circumstances, market par-
ticipants came to anticipate that the Italian

authorities might welcome a decline in their
currency.

Sentiment toward the lira was briefly buoyed
in May and June when the government’s position
strengthened with a defeat of a referendum rein-
stating wage indexation and a smooth transition
to a new presidency. But by July the lira had
resumed its slide toward its lower EMS limit.
This depreciation helped to offset the competi-
tive disadvantage resulting from accumulated
inflation differentials but removed room for
movement of the exchange rate within the wide
band available to the lira in the EMS arrange-
ment. The Italian authorities therefore decided to
seek a realignment of the lira’s central rates.
Thus, after the lira dropped to its existing lower
limit in hectic trading on Friday, July 19, the
authorities closed the foreign exchange markets
in Italy after the fixing. That weekend the EMS
countries agreed to a realignment that took the
form of a devaluation of 7.8 percent of the lira’s
bilateral central rates against all other active
EMS members. As a result, the lira’s European
currency unit central rate fell 7.7 percent while
the others rose 0.15 percent.

The July realignment of the EMS served to
focus market attention on the risks of further
adjustments in the exchange rate relationships
among European currencies. Market operators
began to hedge their borrowings in currencies of
countries with low interest rates and their invest-
ments in currencies of countries with high inter-
est rates. The monetary authorities in countries
like France and Belgium found the scope for
letting interest rates ease or for adding to official
reserves more circumscribed than before. At the
same time the Bundesbank found that the ex-
change rate environment, together with a reaffir-
mation of the government’s policy of fiscal con-
solidation, afforded an opportunity to let short-
term interest rates decline more quickly. A
similar development occurred in the Nether-
lands.

At about the same time in July, sentiment
toward sterling began to soften as well. The
pound had risen progressively against the mark
to levels that brought into question Britain’s
competitive position vis-a-vis its European trad-
ing partners. Moreover, the earlier optimistic
assessment of the country’s economic prospects
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gave way to a more guarfled outlook in the face
of a weakening flow of new orders and a flatten-
ing of output growth. Market participants came
therefore to expect the Bank of England to
permit a more rapid decline in interest rates,
even if the pound were to weaken as a conse-
quence. Indeed, during the month, money mar-
ket rates in London declined toward the 11
percent level, and favorable interest rate differ-
entials relative to the dollar narrowed about 12
percentage points. In response, sterling gave up
some of its gains vis-a-vis the mark late in the
month,

Thus, the decline of the dollar in July came to
be reflected in a somewhat more rapid rise in the
German mark than had occurred previously.
Even so, at the end of the six-month period
under review, the poung z“iﬁd still risen from the
February lows against the dollar more than the
other European currencies. It closed the period
at $1.4350, up 38 percent from lows at the end of
February. The mark rose 25 percent during the
same period to DM2.7800, with the Swiss franc
and most EMS currencies moving roughly in line
with the mark. The lira rose 18 percent to
LIT1872.

JAPANESE YEN

The yen generally moved in line with European
currencies against the dollar during the six-
month period, but its fluctuations were narrow-
er. As the period opened, market sentiment
toward the yen was relatively positive. An an-
nualized rise of 9 percent in GNP in the fourth
quarter of 1984 and optimistic projections for
calendar year 1985 compared favorably with the
experience and outlook of other countries. Infla-
tion remained low, with the effect of the yen's
depreciation against the dollar offset by its rise
against other currencies and by the weakness of
world commodity prices, particularly petroleum.
Japan’s current account surplus had grown to a
record $35 billion in 1984. Thus the yen did not
fall as rapidly against the dollar as the European
currencies during February.

Japanese fiscal policy continued to be one of
gradually reducing the government’s fiscal defi-
cit as a proportion of GNP. The Bank of Japan
maintained its accommodative monetary stance,

but the central bank refrained from reducing its
official lending rates, citing as its main reason the
need to support the yen in the exchange markets.

After March the yen did not rise as rapidly as
other currencies against the dollar. Attention
was often focused on Japan’s huge long-term
capital outflows—which had reached $50 billion
in 1984-—as a major potential source of unpre-
dictable pressure against the yen. At times dur-
ing the period, the yen’'s performance in the
exchange market—as well as credit market de-
velopments in both Japan and the United
States—was influenced temporarily by reports
and rumors about possible changes in rules or
preferences governing Japanese investment
abroad. In any case, the yen did not benefit, as
did the European currencies, from a favorable
shift of capital flows late in the period under
review. Long-term capital outflows, as measured
in Japanese net purchases of foreign bonds,
actually grew larger to set new records in June
and July. But since a greater proportion of the
outward investment by Japanese residents was
thought to be hedged through forward foreign
exchange transactions and short-term dollar bor-
rowings, the resulting pressures against the yen
were substantially mitigated.

Rising foreign protectionist threats against Ja-
pan and demands that the Japanese government
step up its actions to reduce the trade imbalance
also attracted attention in exchange markets at
times as a potentially negative background factor
for the yen. Generally, however, such pressures
did not have immediate exchange rate influ-
ences. Announcements in April and June of new
Japanese government programs to open domes-
tic markets by reduced tariffs, liberalized invest-
ment rules, and administrative reforms had little
apparent impact on the yen rate at the time.

By the end of the period, Japanese foreign
currency reserves had risen almost $1.2 billion to
$2.38 billion, largely reflecting interest earnings.

CANADIAN DOLLAR

The Canadian dollar, like other currencies,
weakened considerably against the U.S. dollar
early in the period. The rise in U.S. interest rates
during January and February fanned renewed
debate over priorities for monetary and fiscal
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policies in Canada. Inflation in Canada had stabi-
lized at less than 4 percent on a year-on-year
basis, but the unemployment rate had recently
moved up to more than 11 percent. Market
participants, noting that Canada’s traditional in-
terest rate advantage had dwindled to about 1
percentage point by early February, questioned
the willingness of Canadian authorities to permit
increases in interest rates comparable with those
in the United States. Moreover, uncertainty de-
veloped as to whether Canada’s newly elected
government would deal decisively with its plan
to reduce the budget deficit and improve the
investment climate. At the same time, unease
developed surrounding potential capital outflows
related to the acquisition by Canadians of for-
eign-owned assets in the petroleum sector.

Against this background, sentiment toward the
Canadian dollar deteriorated sharply. Specula-
tive selling and an adverse shift in commercial
leads and lags put pressure on the exchange rate,
which fell to an all-time low of Can.$1.4070
(80.7107) early in March, a decline of 6 percent
from the end of January. The authorities inter-
vened heavily to moderate the decline, financing
their doliar sales by drawing on the government’s
credit lines with commercial banks and borrow-
ing in the Eurodollar market. Moreover, the
Bank of Canada allowed interest rates to rise
more sharply than U.S. rates, and the currency’s
interest rate advantage widened to 2Y2 percent-
age points,

These developments helped to convince mar-
ket participants that the authorities’ approach to
the exchange rate had not been changed. In
addition, the Canadian government announced
plans for tax increases and expenditure cuts to
reduce the fiscal deficit together with legislation
to remove impediments to foreign investment in
Canada, thereby reducing uncertainty further.
Moreover, a strong external performance, signs
of a pickup in the domestic economy, and low
wage settlements provided a more encouraging
outlook for the currency.

Thus, after mid-March the Canadian dollar
recovered most of the ground it had lost earlier in
the period to close at Can.$1.3539 ($0.7386),
down only 2 percent on balance over the six
months. Under these circumstances, interest dif-
ferentials eased back to fluctuate around 1%;

percentage points over the remainder of the
period. The Bank of Canada made net dollar
purchases as its currency rose, which it used to
repay debt on its commercial bank credit lines
and to bolster reserves. Also, a further U.S.
dollar borrowing in the U.S. market also served
to boost the level of foreign exchange reserves.
By the end of July, foreign exchange reserves
had risen $498 million over the period to $2.1
billion.

SELECTED LATIN AMERICAN CURRENCIES

During the six months under review, two major
Latin American countries, Mexico and Argenti-
na, introduced new economic packages that in-
cluded, among other measures, reforms to their
respective foreign exchange systems. In the case
of Mexico, this package was designed to get its
stabilization efforts of the past three years back
on track. In the case of Argentina, the task was
to embark on major reforms to reverse long-
festering economic imbalances that were being
reflected in spiraling inflation rates.

Mexico

Mexico had posted a significant improvement in
its trade account, which had swung from a deep
deficit into surplus in 1983 and 1984. However,
the surplus had subsequently narrowed. During
the first four months of this year, the weakening
of Mexico’s external position was being accentu-
ated by a fall of nearly 10 percent in total
exports. Qil shipments dropped in the face of
weakening prices elsewhere, the competitive-
ness of non-oil exports declined with a real
appreciation of the ‘‘controlled’’ exchange rate,
and the pressures of increasing internal demand
deflected production to the home market. Under
these circumstances, Mexico’s current account
surplus for all of 1985 was also expected to
diminish, notwithstanding the reduction of inter-
est payments stemming from declining interest
rates.

Meanwhile, Mexico’s fiscal deficit through
June rose to well above target levels. The budget
overrun reflected oil revenues that were lower
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than anticipated and increased government
spending resulting partly from inflation that was
higher than expected and greater internal interest
payments.

In response to these pressures, beginning in
late May the discounts widened between Mexi-
co’s ‘‘controlled’’ exchange rate for licensed
transactions and the two free market rates—the
internal ‘‘free’’ rate and the ‘‘super-free’’ rate
across the Mexican border. Thus, the improve-
ment in the foreign exchange position of the
Mexican peso, which had occurred in late March
and in April after announcement of new under-
standings with the IMF on 1985 economic poli-
cies and the signing of the first phase of Mexico’s
multi-year rescheduling, quickly dissipated. By
late spring the external market was subject to
recurring rumors of an impending peso devalua-
tion, an increase in the daily rate by which the
authorities adjusted the crawling ‘‘controlled”’
rate, and cuts in oil export prices. By mid-July,
the gaps between exchange rates for the peso
were increasingly large. Exporters had the incen-
tive to delay or divert revenues required to be
converted in the ‘‘controlled’’ market to either
the domestic ‘‘free’’ market or the external ‘‘su-
per-free’’ market. Also, the volume of trading in
the internal ‘‘free market’’ diminished substan-
tially. Thus, the widening gap of peso rates was a
source of growing concern to the authorities.

To deal with this situation, the Mexican au-
thorities adopted a series of measures, starting in
mid-June. Under Mexico’s procedures for licens-
ing imports, exporters were granted certificates
of importation rights (called *DIMEX’), permit-
ting them to import without license a range of
raw materials and inputs to make their opera-
tions more efficient. Effective June 28, Mexican
banks were allowed to operate in the foreign
exchange market at the ‘‘super-free’’ rate by
establishing trading houses designed for this pur-
pose. After the Mexican banks were able to
participate in the ‘‘super-free’’ market via their
trading houses, they became major intermediar-
ies in that market. Then, on July 11, the Mexican
banks, supported by the monetary authorities,
decided to stop trading at the internal ‘‘free’’
rate. As a result, transactions were switched
from the ‘‘free’” market, where the peso was

trading at 247.3 pesos per dollar the day before,

' to the ‘‘super-free” market, where the peso was

at 312.0 pesos per dollar before the announce-
ment of this change. This switch constituted a
devaluation of 26 percent for transactions not
eligible for the ‘‘controlled’ rate. Then on July
25, the Mexican government announced addi-
tional economic reforms including the following:

e A devaluation of the ‘‘controlled”’ exchange
rate of 17 percent, from 232 to 279 pesos per
dollar.

o The introduction of a ‘‘regulated float” to
replace the earlier crawling system involving a
fixed, daily slide of the peso against the dollar for
the ‘‘controlled’’ market.

o Elimination of import permits on goods ac-
counting for about 37 percent of its imports,
thereby making a total of more than 60 percent of
Mexican imports subject to tariffs rather than
nontariff barriers, and a further enlargement of
the ““DIMEX"’ arrangements.

e A cut in current government expenditures,
amounting to 150 billion Mexican pesos during
1985, that entailed a 20 percent cut in budgeted
expenditures on goods, the elimination of several
highly visible government positions, and major
cutbacks in expenditures by public enterprises.

The purpose of these reforms was twofold.
First, they were expected to relieve demand
pressures in the economy coming from the public
sector. Second, they were intended to improve
competitiveness by adjusting the exchange rate
and by opening the domestic market to lower-
priced imports for raw materials, intermediate
products, and capital goods.

During the period between the announcement
of the abolition of the internal ‘‘free’’ market and
the rest of the economic reforms, the peso weak-
ened sharply as Mexican residents rushed to buy
dollars in anticipation of a further devaluation.
By July 24, the market rate in Mexico and abroad
had fallen a further 20 percent to 374 pesos per
dollar, and the discount relative to the ‘‘con-
trolled”’ rate widened to more than 60 percent.
But by the end of July, the peso recovered to
354.50 pesos per dollar, and the discount from
the ‘‘controlled’’ rate narrowed to about 27 per-
cent.
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Argentina

In Argentina a newly constituted democratic
government had been attempting to grapple with
a debilitating wage-price spiral without jeopar-
dizing promised increases in real incomes. But
the domestic economy was in severe disequilibri-
um. The central bank had monetized years of
oversized fiscal deficits. It found that, with pub-
lic sector wage increases and fiscal policy stimu-
lating demand, efforts to restrict excessive bank
lending through interest rate ceilings and credit
allocation schemes led to a diversion of financing
to an informal inter-company market.

Argentine officials had repeatedly spoken of
the need for programs to stabilize the economy
over time by tightening monetary and fiscal
policies. As recently as December 1984, Argenti-
na had announced a 15-month standby arrange-
ment with the IMF. But from the start the
country was not in compliance with the standby
provisions, and the rise in Argentina’s inflation
rate continued to accelerate. In the process, the
strategy of gradual adjustment had lost credibil-
ity. By early 1985 the internal chaos wrought by
an economy reeling toward hyperinflation pro-
voked political demands for a new approach that
promised quicker results, even if the approach
involved immediate sacrifice.

Thus, in March President Alfonsin, with a new
economic team, began to adopt a series of new
measures to achieve rapid adjustment and a
radical restructuring of the economy. First, regu-
lated deposit rates were raised to levels compara-
ble with the monthly inflation rate. Interest rates
were deregulated on some bank liabilities to
attract funds back into the banking system where
the authorities could exert more control on credit
creation. Public utilities also raised prices signifi-
cantly to increase revenue.

On June 11, the government announced a
devaluation of 18 percent for the Argentine peso
in the official market. Previously, the govern-
ment had implemented ‘‘mini-devaluations”
rarely exceeding 4 percent, and averaging about

1 percent per day to adjust for the inflation
differentials between Argentina and other coun-
tries. Following this action, and amid rumors of
dramatic economic measures, the premium that
Argentine residents had to pay for dollars in the
parallel market widened to 35 percent.

Then on June 14, President Alfonsin an-
nounced a package of bold economic reforms,
centering on a further, substantial cut in the
fiscal deficit and a pledge to stop monetizing the
deficit. The deficit, which had fluctuated in the
range of 10 to 12 percent of GDP since the end of
1983, was to be slashed to only 2.5 percent for
the second half of this year. In support of this
plan, price and wage ceilings were frozen—
actions described as interim steps toward elim-
inating the country’s price and wage indexation
system that was perpetuating Argentina’s infla-
tion problem.

In addition, currency reform was instituted to
replace the Argentine peso with a new currency,
the austral, at a rate of 1,000 pesos to 1 austral.
Effective June 16, the austral was given a fixed
parity of 80 austral cents to the U.S. dollar.

On the basis of these measures the government
was able to shore up Argentina’s external financ-
ing position and reduce cash flow problems. It
completed negotiations for reactivating the IMF
program, which was approved on August 9. It
also took steps to reduce interest arrears on
public sector debt, using funds from official
reserves and drawing upon a multilateral bridge
financing facility backed by the monetary au-
thorities of the United States and 11 other partic-
ipating countries. The government’s actions also
set the stage for completion of a rescheduling
agreement and a new lending program with com-
mercial banks,

The announcement of the government’s ad-
justment program was generally well received in
Argentina. In the exchange market, too, the
Argentine currency appeared to have gained a
steadier footing by late July. Capital inflows
began to materialize, taking the form, at least in
part, of a reversal of commercial leads and lags.



862

Staff Studies

The staffs of the Board of Governors of the
Federal Reserve System and of the Federal
Reserve Banks undertake studies that cover a
wide range of economic and financial subjects.
From time to time the results of studies that are
of general interest to the professions and to
others are summarized in the FEDERAL RESERVE
BULLETIN.

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

STUDY SUMMARY

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

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

THE ROLE OF THE PRIME RATE IN THE PRICING OF BUSINESS LOANS

BY COMMERCIAL BANKS, 1977-84

Thomas F. Brady—Staff, Board of Governors

Prepared as a staff study in the spring of 1985

This study investigates the shift in the pricing of
large business loans that began in the late 1970s.
The shift has been away from the prime rate—
traditionally considered the rate offered by banks
to their most creditworthy business customers—
toward market rates measuring the cost of fund-
ing large loans. Typically, large loans with prices
based on funding costs have rates below the
prime. The study also examines changes in the
cost of these loans compared to other business
loans and the implications of the pricing shift for
the behavior of the prime rate.

Using information on business loan pricing
from the Board’s quarterly Survey of Terms of
Bank Lending (STBL) for the 1977-84 period,
the study compares the main characteristics of
loans extended at rates of prime or above with
those of loans made at rates below prime for four
maturities: three short-term (overnight; one
month or less, excluding overnight; and more
than one month and less than one year) and one
year or more. Below-prime lending first emerged

in the market for large business loans of very
short maturity (and today dominates this mar-
ket), but by the second half of 1982 this practice
had become commonplace at longer maturities,
including one year or more. By that time, about
90 percent of the dollar volume of gross short-
term loan extensions and an estimated 70 percent
or so of outstanding short-term loans at 48 large
banks had rates below prime.

In examining pricing patterns by size of loan,
the study compares rates on small and medium-
sized loans with rates on large loans (those made
in amounts of $1 million or more). Smaller loans
are priced mainly at rates of prime or above, and
large loans generally have market-related rates.
The spread between the average rates of these
two classes of loans rose on balance over the
1977-84 period. This increase in the relative cost
of smaller loans is due to a narrowing of markups
of rates for large loans over their market-related
base rates and to a widening on balance of the
spread of the prime rate over market rates.
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The study models the prime rate and compares
estimates of its behavior based on data for recent
years to its behavior in the period preceding
substantial volumes of below-prime lending. This
comparison suggests that the widespread use of
market rates in place of the prime rate to price
large business loans has contributed to the ten-
dency for the prime to lag declines in market
rates and has increased its sensitivity to per-
ceived risk. These findings are consistent with
the comparatively high level of the prime in
recent years.

Using the thirty-two quarterly observations of

gross business loan extensions and average loan
rates available from the STBL over the 1977-84
period, the study estimates demand functions for
eight categories of loans, disaggregated by fixed
and floating rate and by maturity. The economet-
ric evidence suggests that the price elasticity of
loan demand increases with loan size and that
rate-based substitution occurs between several
categories of large loans and between large loans
and bonds. Little evidence was found, however,
for rate-based substitution between business
loans and commercial paper issued by nonfinan-
cial firms. a
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Industrial Production

Released for publication September 13

Industrial production increased an estimated 0.3
percent in August. The level of output was
revised downward for the three previous
months, and the index now shows no change in
industrial output in May, an increase of 0.3
percent in June, and no change in July. August

gains in output were largest in durable consumer
goods and in defense and space equipment. At
124.8 percent of the 1977 average, the index of
industrial production in August was 1.0 percent
higher than that of a year earlier.

In market groups, production of consumer
goods increased 0.7 percent, reflecting mainly a
sharp gain in automotive products. Autos were
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1977 = 100 Percentage change from preceding month Percentage
change,
Group 1985 1985 Aug. 1984
to Aug.
July [ Aug. Apr. { May l June [ July l Aug. 1985
Major market groups
Total industrial production ......... 124.4 124.8 .1 0 3 0 3 1.0
Products, total .................... 131.7 132.3 4 4 3 0 4 2.6
Final products................... 131.7 132.4 4 3 N .0 .5 2.1
Consumer goods............... 120.4 121.3 -2 4 5 -2 7 24
Durable ... 112.1 115.1 -1.8 .3 1.0 -7 2.7 1.6
Nondurable ..... 123.5 123.5 3 .5 4 .0 .0 2.8
Business equipment .. 140.4 140.7 1.3 -.1 -9 -.1 .2 1.1
Defense and space............. 173.5 175.0 6 .6 9 4 9 8.9
Intermediate products............ 131.9 132.2 5 8 1.2 .1 2 4.2
Construction supplies .......... 120.1 120.2 4 7 1.3 4 .1 4.2
Materials ................cooinllt 1143 114.5 -4 -7 3 -1 .1 -1.4
Major industry groups
Manufacturing. .............oeu..e 126.8 127.5 2 .0 .1 0 S 1.3
Durable..............coevvvntns 127.5 128.4 2 -2 -2 -2 7 .6
Nondurable ..................... 125.8 126.1 3 3 .5 3 .2 2.4
Mining .......ooiiiiiiiiiie e 109.6 108.9 -8 2 5 -7 -.6 -3.6
Utilities. . ......ooovvenniininannt 113.3 112.9 -2 1 1 -4 -3 2.7

Note. Indexes are seasonally adjusted.

assembled at the same annual rate as in July—8.3
million units—but output of light trucks, in large
part produced for the consumer market, surged
during August. Output of home goods also in-
creased in August; this rise follows a sharp
decline in July, which largely reflected cutbacks
in the production of appliances. Output of home
goods remains more than 3 percent below year-
earlier levels. In nondurable consumer goods,
production was unchanged again. Output of busi-
ness equipment edged upward in August follow-

ing declines in the preceding three months. Pro-
duction of construction and business supplies
increased further. Total materials output was
almost unchanged again, with the output of dura-
ble and nondurable materials up, but with pro-
duction of energy materials reduced further.

In industry groups, manufacturing output in-
creased 0.5 percent in August, with gains of 0.7
percent in durables and 0.2 percent in nondura-
bles. However, mining activity declined 0.6 per-
cent, and output at utilities was off 0.3 percent.
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Statements to Congress

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affairs U.S. Senate, September 11, 1985.

I appreciate the opportunity to be here today to
comment on proposals for reforming the federal
deposit insurance system and to review some
other elements of the appropriate federal ap-
proach toward depository institutions.

In the light of recent and current problems in
banking and thrift institutions, such a review is
natural. At the same time, as proposals for
changing deposit insurance and supervisory ar-
rangements for depository institutions are re-
viewed, we should not lose sight of their success-
es, both in the past and in coping with the present
strains.

For many years, the number of failed deposi-
tory institutions was minuscule relative to the
number of such businesses. Recently, there has
been a significant increase in actual, or near,
failures, and the financial system as a whole has
been under greater strain. But the points of
particular pressure have been dealt with in a
manner that has avoided contagious chain reac-
tions, and the health of other financial institu-
tions and of the economy has not been under-
mined. As intended by the Congress, no small
depositor of any federally insured institution has
lost money because of a bank failure, and losses
to larger depositors and to other creditors of
banking organizations have been very limited,
without calling upon support of the general tax-
payer.

As we review this experience, it is also natural
and appropriate that you consider whether im-
provements need to be made in the functioning of
our deposit insurance and supervisory systems.
We have indeed seen a number of organizations,
including some larger ones, fail or be forced into
merger or reorganization in the past few years.
And, while that number has remained compara-
tively small, the reports of our federal and state

examiners reveal that a sizable number of addi-
tional institutions have serious problems. Con-
siderations of how to deal with these problems
and, indeed, how to turn around the recent
trends, are thus in order.

In part these problems are traceable to the
heightened degree of competition to which insti-
tutions are now subject, a development fostered
in large part by technological and financial inno-
vations both at home and abroad. Those innova-
tions, in turn, have been accompanied by and, in
good part, forced by greatly relaxed regulation of
interest rates paid on deposits. Some institutions
have importantly expanded asset powers.

The economic environment has also changed
in a way that has increased the risks in highly
aggressive banking practices. That change was
punctuated by a major recession in the early
1980s, which itself strained the finances of many
businesses and individuals, But we also had a
vigorous recovery and expansion, and ordinarily
credit quality would be expected to show marked
improvement after the first year or so of recov-
ery. That has not happened so far during the
current expansion.

In significant part, that is because the nation
has also been going through the more fundamen-
tal process of moving from a condition of accel-
erating and anticipated inflation to one of much
more moderate price pressures generally. In fact,
downward price pressures in some previously
inflated sectors of the economy have been evi-
dent, and real interest rates have been unusually
high. Many ventures thought likely to be profit-
able by financial institutions and their customers
during an inflationary period have turned out not
to be so, The energy, shipping, agricultural, and
real estate areas are replete with examples.

Moreover, patterns of thinking shaped during
inflationary times are hard to dispel. Thus, some
projects undertaken by entrepreneurs and fi-
nanced by depository institutions—and some-
times those roles are combined—still seem to
depend importantly for their success on in-
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creased prices, particularly with respect to some
kinds of real estate development.

The strength of the dollar in international
currency markets has also been a factor adding
to pressures on the manufacturing, mining, and
agricultural sectors, even as the economy as a
whole has grown substantially. A number of
important foreign borrowers in Latin America
and elsewhere, who were favored lending outlets
during the highly inflationary period, have found
themselves in an overextended position in the
current economic climate.

I believe that a third major source of our
current problems can be traced to certain
changes in banking and public attitudes that
emerged gradually as memories of earlier diffi-
culties faded from consciousness and the post-
war economy and financial markets displayed
remarkable—indeed virtually unprecedented—
growth and stability. Banks ended World War 11
with unusually high liquidity and strong capital
positions. It was natural and healthy that these
funds would be more actively employed over
time and that the extreme caution bred by de-
pression would be dissipated. In the absence of
signs of real difficulty for several decades, a new
generation of managers, directors, and regula-
tors, basing their judgments on postwar experi-
ence, shifted the focus of bank policies away
from concerns with safety and toward greater
risk-taking in a quest for larger profits in a highly
competitive environment. In time, and further
induced by the inflationary expectations bred in
the 1970s, these tendencies were carried beyond
prudent limits in a few institutions.

These risks have been aggravated more recent-
ly by the reactions of some managers, particular-
ly in the thrift industry, to a prolonged period of
extreme earnings pressures in their traditional
lines of business. Implicitly or explicitly, they
decided, in effect, to ‘‘roll the dice’’ by undertak-
ing particularly risky activities generating imme-
diate profits or the hope for large gains over time.
From the standpoint of managers or owners, the
chance of failure of the institution was already
large, and should sizable losses rather than gains
materialize, depositors would, in any event, be
protected, in whole or in part, by deposit insur-
ance.

One general question before you is the extent
to which these changes in attitude and behavior

have been inadvertently encouraged by the fed-
eral ‘‘safety net’’—indeed the extent to which
the very success of those arrangements in pro-
tecting individual depositors and the financial
and economic stability generally has also encour-
aged some depository organizations to assume
inordinate risks for both the institutions and the
insurance system.

One aspect of the dilemma for the authorities
is that institutions may, consciously or uncon-
sciously, build into their decisionmaking the
view that deposit insurance and the availability
of discount window credit will give added time
and leeway to deal with unforeseen problem
situations that may arise, thus making institu-
tions less self-reliant and less concerned about
risk despite the vulnerability of equity owners.

‘Depositors and creditors of banking organiza-

tions themselves, because of the safety net, may
anticipate that the ‘‘government,” in the last
analysis, will take actions to protect them against
loss, so that they can be relatively indifferent to
the risk exposure of depository institutions. That
is obviously the case for insured depositors who,
by design, rely on the federal insurance backing
their deposits rather than on the financial heaith
of their banking institution for the return of their
money.

The other side of the dilemma is that the
‘“‘safety net’’ provides an essential public ser-
vice, not only in protecting small depositors but
also in avoiding the spread of fear among deposi-
tors generally, thus undermining the stability of
the system as a whole. Instilling discipline at the
expense of a financial debacle would be a Pyrrhic
victory.

Clearly, part of the challenge is to maintain a
strong and effective safety net while minimizing
adverse side effects on excessive risk-taking.
One important means of maintaining such bal-
ance is that management and owners of failed
and distressed institutions are not, and should
not be, immunized from the consequences of bad
decisionmaking and excessive risk-taking.
Stockholders lose when a bank has failed or
gotten into trouble; management has lost jobs
and reputations. Moreover, recent events con-
firm that uninsured depositors and creditors do
not feel entirely free of potential risk, and some
recent events have alerted managements to the
importance of maintaining confidence.
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There is one aberrant situation that has been of
strong and understandable concern to the insur-
ing agencies. I touched earlier on the apparent
temptation of some thrift institutions, finding
themselves with negative earnings and impaired
capital and concerned about their ability to re-
store profitability through adherence to normal
business practices, to channel funds into risky
financial ventures. In some cases, these prac-
tices are directly aided and abetted by the fact
that the institution is able to obtain more sizable
funds than would otherwise be possible by issu-
ing insured deposits at relatively high rates, quite
often through the auspices of a broker. Such
insured deposits have been highly attractive be-
cause they have provided interest returns above
the general market level, and because they are
fully insured and free of risk regardless of the
condition and the activities of the issuing institu-
tion. Given this potential for abuse, we have
supported the concept of strict limitations on
certain insured-deposit brokerage activities.

In sum, the burden of my remarks is that the
insurance system, the safety net, and the pro-
cesses of banking supervision, faced with the
strongest challenge in decades, have functioned
with remarkable effectiveness to protect the sta-
bility of the banking system. We must not impair
that effectiveness. At the same time, we want to
learn all that we can from recent experience to
encourage a still stronger, self-reliant system, to
deal with the sources of strain, and to speed a
return to a situation in which active use of the
safety net is reduced. In that process, we want to
build on the existing strengths of the system, and
to encourage the efforts already strongly under
way among many depository institutions to im-
prove their own positions. Perhaps it is also
worth emphasizing that this is no time for overre-
action—for encouraging the pendulum of atti-
tudes and policies by either managements or
officials to swing to the point that reasonable
innovation, risk-taking, and growth is stifled by
unwarranted fear and uncertainty.

MARKET DISCIPLINE
One approach toward maintaining a balance be-

tween stability and risk-taking would involve
reinforcing, or duplicating by other means, disci-

‘plines inherent in the market process, ldeas

along this line run from more frequent disclosure
of information about the condition of banking
and thrift institutions to increasing the frequency
and the certainty of loss that large depositors and
other creditors would suffer in the event of failed
institutions. The concept is that, by intensifying
the consequences of bad decisionmaking, depos-
itory institutions—their managements, directors,
shareholders, and depositors and creditors—will
be more sensitive to risk, promoting safer and
sounder practices.

Obviously, the sensitivity of depository insti-
tutions and their customers to the consequences
of risk-taking is fundamental to prudent banking.
Any manager blinded to that fact by years of
tranquility has been forcibly reminded by recent
events. But our financial history demonstrates
unambiguously the dangers of relying on market
discipline alone. Before the 1930s, market disci-
pline did not prevent bank failures or systemati-
cally discourage excessive risk-taking—until af-
ter periodic crises had occurred, at great expense
to the economy generally. Indeed, the entire
rationale for the establishment of the Federal
Reserve System and for the Federal Deposit
Insurance Corporation (FDIC) lay in the realiza-
tion that institutions at the core of our payments
and financial systems have a unique importance
for the stability of the economy generally.

Recent years have seen considerably more
public disclosure of loan concentrations and oth-
er matters. Normally, the presumption should be
in favor of wide disclosure in the interest of full
market information to investors, within limits
imposed by customer or competitive confidenti-
ality. But such disclosure provides limited pro-
tection at best against imprudent lending or other
risks that are usually not apparent in simple
listings of concentrations and that, indeed, often
are exposed after the fact.

The question remains. of striking an appropri-
ate balance. Experience suggests strongly that
creditors and-investors find it difficult or impossi-
ble in practice to make reliable incremental ap-
praisals of the degree to which institutions are
taking excessive risks before the time the conse-
quences of such activities become readily appar-
ent. To take one example, the Continental Illi-
nois Bank was an investment favorite, praised
for aggressive expansion, virtually until the eve
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of the exposure of massive problems in its loan
portfolio. Those problems were initially centered
in the energy area. But aggressive energy lend-
ing, in the environment of the 1970s and the early
1980s, was considered appropriate and desirable
in the marketplace for many banks, and those
banks were generally characterized by high earn-
ings, stock prices, and growth. Investors and
depositors detected and reacted to the problems
only after it was clear that a highly aggressive
lending posture in the energy area had yielded
bitter fruit. Then, left untempered, the reactions
would have been so strong as to undermine a
number of banks’ prospects for viability, with

widespread secondary repercussions. A similar -

pattern of years of complacency, even when the
general nature and the size of the lending is well
known, could be cited in the growing loan expo-
sures of multinational banks to developing coun-
tries. Similarly, the exposure of thousands of
small, agriculturally oriented banks is today
viewed very differently than it was only a few
years ago.

In other words, in an inherently uncertain
world, subject to changes in objective circum-
stances and fashion, the prescience of market
forces is necessarily limited and sentiment quick-
ly reversible. Once it becomes reasonably clear
that an institution has difficulties, sharp swings in
attitude can undercut orderly solutions, posing
risks to other banks and to the financial system in
general,

There is no doubt that market forces ultimately
are capable of imposing, and do impose, a severe
discipline. We want to take advantage of that.
But we would also like those disciplines, to the
extent feasible, to work consistently with con-
structive solutions to problems, which takes
time, rather than to exact its lesson at the ex-
pense of economic stability generally.

In striking that balance, the Federal Reserve
has not favored proposals that would have the
federal agencies themselves, as a general rule,
disclose detailed cease and desist orders or other
disciplinary action that they have issued against
banking organizations. Such routine disclosure
may at times exacerbate an already delicate
situation and make more difficult the task of
federal regulators seeking an orderly and appro-
priate resolution of problems that are, in fact,
“curable.”” Larger banking organizations with

widespread public ownership are already re-
quired to disclose material changes in circum-
stances, including the official enforcement orders
bearing on their outlook. There are situations in
which detailed disclosure by a banking agency
itself might serve a useful or a necessary pur-
pose, particularly when the management is not
actively and wholeheartedly moving to deal with
its problems. But that is not ordinarily the case.
Rather, the entire procedure will often become
more, and unnecessarily, adversarial, making it
more difficult for examiners to obtain informa-
tion or engage in a frank exchange of views, and
tying up limited supervisory and enforcement
manpower in legal proceedings.

RISK-BASED INSURANCE

One proposal that has been set forth, as a kind of
substitute for direct market discipline, to achieve
greater control over risk-taking by depository
institutions—and also to make the depository
insurance system more equitable—is to shift
from the present flat-rate premium system of
deposit insurance to a risk-based system. In
concept, institutions taking a significantly riskier
position would be required to pay higher premi-
ums than conservatively managed organizations.

In principle, the proposal appears logical and
attractive. It seems undeniably fair to require
those institutions exposing the insurance fund to

.greater risk to pay higher premiums to compen-

sate for that risk, an approach long followed by
private companies in all areas of insurance.

But there is reason to question the practical
benefits of such an approach. If differential insur-
ance premiums are to effectively deter exces-
sive risk-taking, the range between premiums
charged institutions exposed to relatively great
risk and those operating more conservatively
would have to be fairly wide. But such a wide
range for premiums implies more precision in
gauging the risk exposure of different institutions
or different types of lending than may be objec-
tively possible, or that is widely perceived as
fair. We do not, for instance, want to indiscrimi-
nately place a drag on commercial lending, or
agricultural lending, or energy lending. The size
of the insurance premiums might be interpreted
as a kind of credit rating, but it would be too
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crude to bear that burden. And I do not see, in
practice, how the premiums could be ‘‘fine-
tuned’’ before problems in fact emerge.

It may be possible, for instance, to get general
agreement as to the relative riskiness of broad
categories of balance sheet positions. All would
agree, for example, that private loans are more
risky than Treasury securities; that a low liquid
asset ratio, particularly if accompanied by heavy
reliance on purchased money, is more risky than
a high ratio; that a marked imbalance between -
asset and liability maturities is more risky than a
close balance. But once past those relatively
broad concepts, consensus becomes much more
difficult to achieve.

There are many less tangible factors—such as
the quality of an institution’s management, its
internal controls, and its credit standards, what-
ever the lending area—that affect the riskiness of
an operation and should be taken into account.
The principal differences in the quality and the
relative riskiness of loan portfolios lies within
broad loan categories, as much or more than
between them.

Bank examiners, of course, make such judg-
ments. But there would be great drawbacks to
basing premiums on the already difficult, and
inherently qualitative, judgments contained in
bank examinations. Such judgments are fallible
and our forecasting ability is limited. To reflect
those judgments routinely in large changes in
insurance premiums, involving both public no-
tice and higher costs, could well diminish pros-
pects for effective remedial -action.

Some have suggested that the problems inher-
ent in ex ante identification of risk could be dealt
with by levying premiums on an ex post basis—
that is, to charge higher premiums to institutions
experiencing losses. But does it really make
sense to levy punitive premiums under such
conditions, placing an added drain on the earn-
ings of an institution with substantial problems,
and, in effect, announcing that added burden to
the world? Rather, would it not often work at
cross purposes with the efforts that federal regu-
lators would be making at such times to restore
the institution to health?

Irecognize that, even if the possibility of using
sharply differentiated insurance premiums as an
effective deterrent to excessive risk is limited,
some distinctions based upon the general charac-

teristics of a bank or a thrift institution may
appear more equitable in terms of relative contri-
butions to the insurance funds, Moreover, there
may be certain types of loan and investment
situations that are clearly so risky relative to the
“norm’’ that a sharply higher insurance premium
could be clearly justified. That might be the case,
for example, with real estate development activi-
ties of the kind that some institutions are actively
developing, as permitted by some states. But I
would have to question, if the risks are so
evident, whether such activities are appropriate
for depository institutions at all.

As I have emphasized to this committee before
in this connection, I am deeply concerned about
the increasing tendency of states to provide
powers for state-chartered institutions operating
under the protection of the federal safety net that
may be inconsistent with prudent banking or
thrift operations. That, indeed, seems to me an
area in which action is urgently needed.

OTHER REFORMS IN DEPOSIT INSURANCE

I should like to comment briefly on several other
proposals for reforming the deposit insurance
system that have been advanced in recent years.
One such proposal is to move the deposit insur-
ance limit back down to a significantly lower
level. It is reasoned that this will result in a larger
proportion of deposits being subject to loss
should an institution fail, and, by increasing risk
exposure, encourage depositors to be more se-
lective in placing their funds with institutions,

The precise level for assured insurance protec-
tion is, of course, arbitrary, and I have myself
resisted the large increases enacted in the past.
But we are not dealing with a blank sheet of
paper. Depositors and financial markets general-
ly are accustomed to, and presume maintenance
of, the present $100,000 level.

It seems likely that, if insurance coverage were
reduced somewhat, the main effect would be that
most smaller depositors with amounts to place
that exceed the cutoff would simply channel
them into two or more deposit accounts with
different institutions. Accordingly, costs to de-
positors and to the banking system would be
raised. If the insurance level were to be sharply
lowered, the proportion of ‘‘runable’’ deposits at
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all institutions would increase, thus increasing
the potential instabilities of the system at a time
of strain.

In concept, looking further into the future,
there may be some merit to increasing, in a
careful and limited way, the effective risk expo-
sure of larger depositors, inducing them to make
a more careful assessment of the conditions of
organizations in which they are placing funds and
working in a marginal way to encourage more
prudent banking practices. But those depositors
are not entirely without risk today, and I do not
believe this is the time to inject more uncertainty
into the system. Any changes in this respect
should be made, in my judgment, only in more
settled circumstances, and with long lead times.

I believe that a fair description of the present
approach in operating the ‘‘safety net’’ is to
provide full protection for depositors within the
insurance limits but also to protect all depositors
when that is practically feasible at reasonable
cost through mergers or otherwise, taking ac-
count of the costs of alternatives, including the
effects on the community and on banking stabil-
ity more generally. The number of cases in which
that protection has not been possible and feasible
in practice has been very small, for banks large
or small. That approach seems to me to remain
broadly appropriate. It does not commit the
FDIC or the Federal Savings and Loan Insur-
ance Corporation (FSLIC) to full protection in
every circumstance—such as when some combi-
nation of huge potential losses, unknown contin-
gent liabilities, and possibilities of fraud could
clearly impose excessive costs relative to practi-
cal alternatives. In a few cases, a full payout to
insured depositors alone has been necessary.

As the committee knows, there has been some
testing by the FDIC of a modified payoff tech-
nique. This technique involves deriving an esti-
mate of the proportionate amounts of the unin-
sured depositor claims that are likely to be
recovered from the liquidation of a closed institu-
tion’s assets and then paying that amount to the
depositor immediately rather than waiting until
the liquidation is completed. Any recovery
above that minimum is to be passed through after
it is realized. That approach, I believe, could be
an improvement over the delayed payoff ap-
proach that is routine in general bankruptcy
proceedings, since it helps reduce the side effects

of uncertainty and reduced liquidity to which
depositors are otherwise exposed. But I do not
envisage such an approach as a satisfactory
substitute for the so-called purchase and assump-
tion technique or other forms of assistance when
those alternatives are feasible and costs reason-
able.

In considering that or other new approaches,
careful consideration must be given to the uncer-
tainties that are inherent in change at a particu-
larly sensitive time. In that spirit, proposals that
might partially insure larger depositors, but at
the same time increase the risk of loss or illiquid-
ity of an uninsured fraction, could be debated.
But any change in that respect should be an-
nounced far in advance and be implemented with
great care.

Proposals to require institutions to pay the
same premiums on their deposit liabilities at
overseas branches and at International Banking
Facilities as they do on all other deposits booked
in the United States, deserve careful review.
These depositors benefit from the greater stabil-
ity of financial conditions that results from the
deposit insurance system as much as do other
large depositors. Thus, it seems fair that banking
organizations choosing to fund part of their oper-
ations overseas—and that proportion can be
‘‘managed’’—should be subject to the same in-
surance costs as those that rely on domestic
sources of funds.

At the same time, extending insurance costs to
foreign branch deposits changes the relative cost
burdens among our depository institutions, af-
fects incentives to branch abroad, and raises
some competitive questions vis-a-vis banks
abroad. A fuller assessment of the pros and cons
appears to me in order before proceeding defini-
tively, and if a decision is made to implement the
proposal, it should probably be phased in over a
period of years.

Proposals also have been advanced for merg-
ing the FDIC and the FSLIC insurance funds. In
principle, this would appear appropriate if, and
as, these depository institutions are required to
adhere to equivalent regulatory and supervisory
standards, and particularly if their powers broad-
ly coincide. There has been some movement in
those directions, but there also remains a long
way to go.

Whether one would want to proceed more
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immediately to merge the funds would appear to
depend on how the advantages are weighed, in
current circumstances, of bringing the larger
resources of the FDIC fund to the support of the
savings and loan industry. Against that advan-
tage there is a legitimate question as to whether
monies contributed by commercial banks and
mutual savings banks should now be made avail-
able to protect the depositors of savings and loan
associations. At the least, the importance of
bringing the regulatory and supervisory stan-
dards of the two industries into alignment
promptly would be greatly reinforced. But, in
addition, I believe that the Congress, in address-
ing such a proposal, should consider possible
means for bolstering the size of the FSLIC fund
or the relative contribution of the savings and
loan industry should it decide to authorize such a
merger.

OTHER INITIATIVES

Apart from the initiatives in the deposit insur-
ance area that I have just reviewed, I believe that
there are other actions—indeed more important
actions—that are being taken and that can be
taken to strengthen further our depository sys-
tem and achieve greater assurance that it will
continue to function safely and efficiently.

Federal insurance and other elements of the
federal ‘‘safety net’’ necessarily imply a clear
federal interest in how the protected funds are
employed and managed, To some degree, strong
supervision can minimize the need for, and de-
mands upon, the ‘‘safety net.”” And no insurer
can afford to be indifferent to the behavior of the
insured.

All the federal agencies, individually and in
cooperation, have taken steps to strengthen the
supervisory and, where necessary, the regula-
tory process. I can speak directly here only of
the Federal Reserve, where a number of steps
are under way to implement a comprehensive
program for further strengthening our superviso-
ry and regulatory activities.

As you may recall, in conjunction with the
other bank regulatory agencies, we have, over
the past few years, tightened significantly our
capital standards applicable to banks and bank
holding companies. These standards were first

put in place on a formal basis in the early 1980s
and have helped to reverse the earlier downtrend
in capital asset ratios.

We now have under active review, as do the
other federal bank supervisors, proposals for
supplementing the existing standards. One objec-
tive is to take account of the rapid growth in ‘‘off-
balance-sheet’’ risk exposures and declines in
liquidity, particularly at larger banking organiza-
tions. To some degree, the simple capital-asset
ratios that are at the center of our current guide-
lines contribute to those developments; institu-
tions work to improve those ratios by holding
down asset growth partly by limiting liquid asset
holdings and by assuming off-balance-sheet com-
mitments in lieu of direct lending.

We can approach, and are approaching, the
problem in part through strengthening the crucial
process of examination, emphasizing that exist-
ing standards are minimums that can, and
should, be exceeded depending upon the risk
profile of an institution. We are also carefully
considering several variants of proposals for
quantifying a risk-related capital measure to sup-
plement the present approach. I anticipate that
one or more approaches will be set out for public
comment before the end of the year.

In adopting such an approach, we face some of
the same difficulties that I outlined in connection
with risk-based deposit insurance, particularly
the difficulty of assigning appropriate weights to
different broad asset categories. But these stan-
dards potentially can be applied, and bank per-
formance monitored, in the context of a detailed
examination process, and the approach has the
further potential advantage of contributing to
international comparability.

The chairman of the FDIC has proposed phas-
ing in an increase in the minimum capital require-
ment for banks to 9 percent, permitting the
increase to be in the form of subordinated debt.
That is another initiative that I find attractive in
concept and worthy of study. The idea is that
market discipline would be reinforced at the
margin without further jeopardizing depositors—
indeed, consistent with stronger depositor pro-
tections—by requiring banks to find a larger
market for debt (or equity) that would have no
insurance protection. At least as important in my
view, the added capital would provide an extra
cushion of protection against the possibility of
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loss to depositors and to the deposit insurance
fund.

The Federal Reserve also has under active
review other proposals for modifying the struc-
ture of regulations and guidelines in place to see
that banking organizations meet appropriate
standards in conducting their business activities.
Specifically, we are preparing standards to guide
a bank holding company with respect to appro-
priate policies toward cutting or eliminating the
payment of dividends when, and if, the organiza-
tion is experiencing significant problems. We are
also actively considering, within our present
authority, appropriate limitations on bank hold-
ing companies undertaking particularly risky ac-
tivities that may be sanctioned by state law but
that appear to extend beyond the intent and
framework of federal legislation.

Meanwhile, we have under way a number of
significant steps to enhance our ability to identi-
fy, and seek correction of, problem situations at
individual banking organizations. The frequency
and the intensity of examinations and inspections
of larger banking organizations is being in-
creased, while at the same time we seek to
increase cooperation and coordination in the
examination of smaller organizations with other
federal agencies and state banking authorities.
Indeed, if states are willing and have the required
resources, we would plan to increase our reli-
ance on their examinations of smaller banking
organizations.

Communications with the boards of directors
of large organizations with problems are being
upgraded in content and official participation.
Where warranted, we will make full use of our
statutory powers to see that banking organiza-
tions cease activities that are causing them harm
and adopt policies that will restore their financial
health.

CONCLUSION
At a time in which the domestic and the world

economies are subject to many imbalances and
distortions, banking systems here and abroad

have been burdened more heavily than in many
years, and we have seen some unaccustomed
failures and reliance on the ‘‘safety net.”” That
alone justifies a review of steps to ensure that our
banking institutions, and their supervisory agen-
cies, are following policies and practices consis-
tent with the earliest possible return to robust
health and full self-reliance.

But, in making that review, let us not overlook
the many continuing elements of strength in the
banking system that enable it to deal with points
of pressure. The vast majority of our depository
institutions have absorbed and adjusted to a less
favorable financial and economic environment in
a way that retains, and even reinforces, their
resiliency. Capital ratios are improving, profit-
ability has generally been maintained, well-run
thrift institutions, at present interest rates, have
the potential for rebuilding capital, and I sense
that managements of most institutions have act-
ed to review lending standards and control sys-
tems. It is these factors that support confidence
and prospects for the future. At the same time,
the ‘‘safety net’’ has operated with great effec-
tiveness; it has done what it is supposed to do
and what the American public has expected. It
will continue to do so.

The issues you are reviewing are as complex
as they are important. There is a need to pro-
ceed—but to proceed with all due caution—so
that any changes will in fact contribute to rein-
forcing solutions to our current difficulties and to
a stronger banking system, not the reverse. I
have indicated that the Federal Reserve has been
moving to improve its regulatory standards and
to strengthen its supervisory capabilities. As you
know, the other federal agencies responsible for
supervising depository institutions are taking
steps.

Our problems have been manageable. They
should remain so. We welcome the cooperation
of the Congress in that effort, not simply with
respect to the questions under review today, but
more importantly and fundamentally in dealing
with the underlying sources of the imbalances
and distortions in our economy and financial
system. O



874 Federal Reserve Bulletin [0 November 1985

Statement by J. Charles Partee, Member, Board

of Governors of the Federal Reserve System,
before the Subcommittee on Financial Institu-

tions Supervision, Regulation and Insurance, of

the Committee on Banking, Finance and Urban

Affairs, U.S. House of Representatives, Septem-

ber 11, 1985.

I am pleased to appear before the subcommittee
today to present the Board’s views on the so-
called South Dakota loophole. This loophole,
which is based on a recent South Dakota law
authorizing out-of-state bank holding companies
to acquire state-chartered banks in South Dakota
and to engage through these banks in all facets of
the insurance business, primarily outside the
state, conflicts with prevailing federal law and
regulation. Indeed, there has been a proliferation
in recent years of state laws authorizing federally
insured banks and thrift institutions to engage in
a broad range of nonbanking activities not previ-
ously deemed appropriate for depository institu-
tions, including securities and real estate invest-
ment and development activities as well as
insurance sales and underwriting.

This trend is of special concern because cer-
tain of these state laws do not appear to be
motivated in any substantial measure by consid-
erations relating to improving the banking or
thrift structure or by any local need for the
services authorized, but rather by a desire to
attract new business and tax revenues to the
states through the liberal use of a bank franchise.

A competitive race among the states to expand
nonbanking powers would substantially increase
the level of risk in the banking system. For
example, the recently enacted Ohio law allows a
state bank to invest as much as 50 percent of its
assets in real estate. An Ohio bank could thus
effectively transform itself from a banking insti-
tution into a real estate investment company of
the type and with the potential for the problems
that have occurred in Maryland recently. The
same is true for the statutes that permit invest-
ment in equity securities. Similarly, so-called
wildcard statutes or leeway provisions authorize
investment of substantial amounts of banking
assets in any activity not otherwise prohibited,
thus allowing state banks to invest in nonbanking
ventures of every type and description.

The Congress has not authorized these activi-
ties for national banks or for bank holding com-
panies and indeed has specifically banned many
of them as unsafe and unsound. For example, the
Glass—Steagall Act prohibits national banks and
state member banks from engaging in, or being
affiliated with a company engaged principally in,
dealing or underwriting most types of securities.
Title VI of the Garn-St Germain Depository
Institutions Deregulation Act of 1982 prohibits
bank holding companies from underwriting in-
surance. Real estate development activities are
not permissible for national banks and have not
been determined by the Federal Reserve to be
closely related to banking and thus permissible
for bank holding companies.

The proliferation of state laws authorizing new
nonbanking activities appears to have developed
in part in response to pressures from banking
institutions that have turned to state law as a
means of engaging in new nonbanking activities

foreclosed to them by federal law. The states

enacting these laws in turn are motivated in
many cases by a desire to attract new employ-
ment and revenues by offering bank holding
companies a-means of exploiting ambiguities or
‘“‘loopholes’’ in federal law. There is no gain in
this offering for the economy as a whole, and
there could well be heavy costs to bear for the
federal government and for the users of the
financial system.

The legislation in South Dakota stands out as
an example of state efforts to expand jobs and
revenues at the expense of other considerations.
The preamble to the South Dakota statute indi-
cates that its purpose is to secure new employ-
ment and revenue for the state by enabling out-
of-state bank holding companies to take
advantage of a ‘‘unique opportunity’’ afforded by
perceived loopholes in the national banking laws.
South Dakota has, however, insulated its own
domestic financial and insurance institutions
against the competitive and other effects of these
activities by specifically providing that a new
South Dakota bank acquired by an out-of-state
holding company must conduct its banking and
insurance activities at a location and in a manner
S0 as not to attract customers from the general
public to the detriment of existing banks or
insurance companies in the state. South Dakota
thus has authorized its banks to engage, in every
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state other than South Dakota, in activities ex-
pressly prohibited under federal law and indeed
under many state laws.

The Board’s main concern with statutes such
as this is that they are not appropriately balanced
by considerations relating to the safety and
soundness of the nation’s banking system. We
recognize, of course, the interest of the states in
regulating banking within their borders. The dual
banking system has contributed on balance to the
flexibility and the resiliency of our banking sys-
tem, and has helped make it more responsive to
the needs of both business and consumers. Nev-
ertheless, serious questions must be raised about
an undermining of the carefully established fed-
eral framework of authorized nonbanking pow-
ers for banks and thrift institutions through the
actions of individual states, motivated not by
concerns for safety and soundness but by other
parochial objectives. In view of the expansion of
powers in South Dakota and other states and the
likelihood that this example could well be emu-
lated elsewhere, we believe that the Congress
should enact legislation on banking and thrift
powers that reconciles the states’ legitimate need
for flexibility with the federal government’s con-
cern about the problems of excessive risks for
the banking and thrift system and for the federal
financial safety net.

The new state laws, and the South Dakota
statute in particular, are premised in great part
on lack of clarity in the Bank Holding Company
Act as to its application to the direct activities of
subsidiary banks of bank holding companies.
The act embodies the national policy against the
commingling of banking and commerce by pre-
cluding bank holding companies from engaging in
or acquiring companies engaged in activities that
are not closely related to banking. The Board has
long held that the provisions of the act apply to
acquisitions by holding company banks of voting
shares of a nonbanking company. In 1971, with
the expansion of the act to cover one-bank
holding companies, the Board adopted a regula-
tory provision that allows wholly owned operat-
ing subsidiaries of bank holding company banks
to engage in activities that the bank itself may
engage in directly pursuant to state law. This
provision was adopted to promote competitive
equity between holding company banks and in-
dependent banks in the absence of evidence of

abuse or evasion by bank holding companies of
the nonbanking provisions of the act.

In adopting this regulation, however, the
Board expressly noted that a potential conflict
could arise between the nonbanking restrictions
of the act and state law if state law was interpret-
ed to permit nonbanking activities that were

. impermissible for a bank holding company under

the act. In a statement issued with the regulation,
the Board specifically noted that it would review
the provision from time to time to ensure that it
was not being used to frustrate the act’s pur-
poses. |

Since 1971, holding company banks, relying on
this regulatory provision, have engaged in a
limited variety of nonbanking activities autho-
rized by state law, for example, insurance agen-
cy and travel agency activities. Until the South
Dakota statute, the Board did not feel that there
had been significant abuse of this provision.
State-authorized activities generally had been of
a limited nature, had not been authorized on a
large scale, had generally been conducted in-
state without the types of operating limitations in
the South Dakota law, and, most importantly,
had not posed significant risks to the banking
system.

The application by Citicorp to acquire a South
Dakota state bank for the purpose of engaging in
broad insurance activities pursuant to the South
Dakota law, in the Board’s view, was inconsis-
tent with the regulatory provision adopted by the
Board in 1971. Citicorp’s application, and the
prospect of numerous similar applications as
other states enacted new nonbanking powers for
state banks, carried the potential for widespread
evasion of the Bank Holding Company Act.
Accordingly, the Board in January 1984 suspend-
ed the processing of the application, as well as
similar applications filed by BankAmerica Cor-
poration and First Interstate Bancorp, noting its
tentative judgment that it could not approve the
proposals in view of existing law and expressions
of congressional intent. After Citicorp had reacti-
vated its application, the Board proceeded to
reach a final decision on the case and denied the
application as a circumvention of the provisions
in the Bank Holding Company Act that sharply
limit the scope of bank holding company in-
surance activities. The Board concluded that
the overall effect of the South Dakota law
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on the proposed nationwide insurance activities
of the state bank to be acquired by Citicorp
would be that the bank would act as an insurance
company in direct contravention of the act’s
restrictions.

While the Board believes that it has authority
under the act to regulate the activities of non-
banking subsidiaries of bank holding companies,
the additional question of whether the nonbank-
ing restrictions of the act apply to activities
engaged in directly by a subsidiary bank has been
raised in a number of contexts, including peti-
tions to the Board and litigation. The Board has
under consideration this question, as well as
whether to revise its existing regulatory provi-
sion for operating subsidiaries of holding compa-
ny banks.

In recognition of the serious risks posed by the
expansion of nonbanking powers of state banks
and thrift institutions, both the Federal Deposit
Insurance Corporation (FDIC) and the Federal
Home Loan Bank Board (FHLLBB) have under-
taken regulatory initiatives that would set limits
on the scope of nonbanking powers authorized
by state law. The FDIC has proposed to establish
operating and investment limitations on certain
nonbanking activities of FDIC-insured banks.
The FHLBB has promulgated regulations that
would establish a review procedure by the Fed-
eral Home Loan Banks on a case-by-case basis
for direct investment by thrift institutions in
certain nonbanking activities over a threshold
amount.

Notwithstanding these actions, we would con-
cur in the view that legislation is needed to
provide a uniform national policy with respect to
the proper scope of state-authorized nonbanking
activities consistent with a safe and sound finan-
cial structure. H.R. 1513 addresses the problem
of South Dakota type statutes by limiting the
ability of state banks to engage in activities not
permissible for national banks or bank holding
companies outside the authorizing state. Similar-
ly, savings and loan associations and savings
banks would be prohibited from engaging outside
the authorizing state in activities not permissible
for federal thrift institutions or multiple savings
and loan holding companies. In addition, the bill
applies the prohibitions on bank holding compa-
ny insurance activities enacted in Title VI of the
Garn-St Germain Depository Institutions Dereg-

ulation Act to bank subsidiaries of bank holding
companies.

H.R. 1513 goes some distance toward dealing
with the dangers posed by the broad, state-
authorized gctivities for banking and thrift orga-
nizations. The bill is based on the premise that a
state should not be able to insulate itself from the
competitive and other effects of wide-ranging
and potentially damaging nonbanking activities
that it authorizes for institutions it charters but
that operate predominantly in other states.

In view of the proliferation of state laws autho-
rizing extensive securities, insurance, equity in-
vestment, and real estate activities, however,
and the increased risks that these activities pose
for the federal safety net and the nation’s bank-
ing system, the Board strongly believes that the
limitations contained in H.R. 1513 should be
expanded to cover activities even when conduct-
ed within the authorizing state if it is determined
that they threaten safety and soundness. As I
have stressed, it is not desirable, even within
their own borders, for states to expose the bank-
ing system to the increased risks of nonbanking
activities that the Congress has determined are
unsafe and unsound for federal institutions and
bank holding companies.

It does seem desirable, however, to allow the
states to retain flexibility to experiment with new
initiatives in local banking and thrift services by
authorizing . nonbanking activities within state
borders if such activities are not determined to
be unsafe or unsound. For example, many state
banks have operated insurance agencies and
travel bureaus pursuant to state law for many
years. These activities do not pose threats to the
stability of the banking system because the risks
associated with such activities are rather mini-
mal. Indeed, the Congress has allowed savings
and loan holding companies to own and operate
insurance agencies for many years, and federal
savings and loan associations also are permitted
to operate insurance agencies through service
corporations. National banks similarly have been
authorized to operate insurance agencies in small
localities.

We thus would favor retaining flexibility to
allow the states to continue to authorize such
activities. A provision such as in section 2 of
H.R. 1513 that would apply all of the Title VI
insurance prohibitions to subsidiary banks of
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bank holding companies is undesirable because it
would limit the procompetitive aspect of insur-
ance sales activities by banks. The Board has
previously testified in favor of an appropriate
expansion of bank holding company powers to
accommodate the evolution of the financial ser-

vices industry, and we would prefer to see a
legislative solution along the lines of H.R. 1513
that still allows flexibility in this area, but with
authority to limit risks that cause concerns for
safety and soundness. O

Statement by William Taylor, Director, Division
of Banking Supervision and Regulation, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Financial Institu-
tions Supervision, Regulation and Insurance, of
the Committee on Banking, Finance and Urban
Affairs, U.S. House of Representatives, Septem-
ber 11, 1985.

[ appreciate the opportunity to appear before this
subcommittee to discuss the financial condition
of the institutions under the supervision of the
Federal Reserve. As indicated by the data pro-
vided in the text of this testimony, there are a
number of financial institutions that continue to
experience a variety of difficulties. Problems in
the farm, energy, international, and shipping
sectors are evident, and the number of bank
failures and problem banks remains high by
historical standards. On the positive side there
has been an improvement in capital ratios (espe-
cially of larger banks), and the majority of the
banks are profitable and have good asset quality
and sound operations. The subcommittee may
wish to refer to related data previously provided
on state member banks and bank holding compa-
nies in response to Chairman St Germain’s letter
of August 1, 1985. I would now like to address
the specific questions raised in your letter of
September 3.

QUESTION 1—CAPITAL

After declining steadily during the 1970s, bank
capital ratios have increased in recent years.
Improvement is apparent throughout the range of
institutions, as state member banks and bank
holding companies have shown higher capital
ratios during each of the past four years. This
upward trend is also evident when capital is

adjusted for classified assets and standby letters
of credit.

From 1980 to 1984, the ratio of equity and
loan-loss reserves to total assets has risen from
5.37 percent to 6.15 percent for all state member
banks, and from 5.30 percent to 6.33 percent for
all bank holding companies with assets of more
than $100 million. These increases are largely
attributable to higher levels of capital at institu-
tions with assets of more than $1 billion. Capital
ratios at smaller state member banks have re-
mained about level during the 1980s, while bank
holding companies with less than $1 billion in
assets have shown moderately improved ratios.

Besides the calculation of capital ratios, the
evaluation of capital adequacy must also take
into consideration the quality of assets and the
level of off-balance-sheet risk, While classified
assets have risen significantly at state member
banks since 1980, capital ratios adjusted for
classified assets still show increases for all size
classes of state member banks and bank holding
companies. If standby letters of credit were to be
added to total assets in computing capital ratios,
the results would still show an increasing trend.

Multinational banking institutions have also
exhibited improvement in the ratio of equity and
loan-loss reserves to total assets in recent years.
Capital ratios for these banks have risen since
1980, and are at their highest levels since the
early 1970s, even though the capital ratios of
these large banks are generally below the levels
of smaller institutions. Improvement is also evi-
dent in capital ratios adjusted for classified assets
and for standby letters of credit. One is less
sanguine about the improvement in large bank
capital ratios when capital is measured against
loans or risk assets.

One major reason for increased levels of bank
and bank holding company capital has been the
adoption of capital adequacy guidelines in De-
cember 1981, These guidelines established mini-
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mum capital levels and have continued to provide
state member banks and bank holding companies
with targets or objectives to be reached over time.
Recent amendments to the guidelines, in conjunc-
tion with the capital maintenance regulations of the
Office of the Controller of the Currency (OCC) and
the Federal Deposit Insurance Corporation
(FDIC), raised the minimum guidelines for large
banking organizations and established uniform
minimum capital levels for all federally supervised
banking organizations.

Bank and bank holding company capital are
not deemed to be adequate simply because an
organization meets the minimum capital require-
ments. Banking organizations whose operations
involve degrees of risk that are higher than
normal are expected to hold additional capital.
Areas that merit particular attention in analyzing
risk profiles are the loan and investment portfo-
lios, the level of liquid assets in relation to total
assets, the volume and nature of all off-balance-
sheet risk (particularly standby letters of credit),
the level and specific character of intangible
assets, and the extent and the nature of all
nonbanking activities. Institutions that are
deemed to have inadequate levels of capital are
required to submit an acceptable plan for achiev-
ing compliance and may be subject to appropri-
ate supervisory and regulatory actions.

Are capital levels adequate? From a supervi-
sor’s viewpoint it is hard to imagine that a bank
could be too well capitalized, and it is even more
difficult to determine what amount of capital is
adequate to cover the ever changing risk profiles.
And so the best answer seems to be that capital
levels are stronger than they have been but are
not at such a level that would cause us to
moderate our encouragement to the banks for
continued improvement,

QUESTION 2—ASSET QUALITY

Asset quality is generally sensitive to national
and international economic conditions. As the
financial strength of certain borrowers deterio-
rates during periods of recession, their ability to
satisfy their loan obligations is impaired. After a
lag, banks are forced to write off an increasing
percentage of loans due to nonpayment.

The typical pattern has been for net charge-
offs to increase sharply during a recession, to
continue to increase in the year after a recession,
then to decline as economic conditions improve.
The present: period has not conformed to this
general pattern. Credit quality, as measured by
the charge-off ratio, has not improved during the
present economic recovery.

Part of the explanation for this phenomenon
has to do with the particular conditions of the
past few years that have adversely affected credit
quality for the nation’s businesses. These condi-
tions include back-to-back recessions and the
transition to a period of lower inflation and
inflationary expectations.

In addition, part of the explanation concerns
problems endemic to particular sectors: agricul-
tural, international, energy, and real estate. The
obvious problems in the agricultural and energy
sectors, the difficulties that developing countries
have had repaying debt, and the overbuilding in
certain sectors of the real estate business have all
contributed to a worsening of credit quality prob-
lems in recent years. In contrast, credits in the
agricultural, energy, and international sectors
were relatively unaffected by the 1973-74 reces-
sion (although there were some international
credit problems in industrialized countries). In
the late 1970s and the early 1980s these credits
were not considered to be major problem areas.
Although the real estate industry suffered set-
backs in the mid-1970s, by the end of the decade
(helped by the rapid inflation of the period) it too
was faring relatively well.

Since 1982, credit quality has deteriorated
more at the largest and at the smallest banks than
at those of moderate size. Data for all insured
commercial banks since 1982 indicate that the
greatest increase in the ratio of net charge-offs to
equity and loan-loss reserves has been for banks
with more than $1 billion in assets and for those
with less than $300 million in assets. For banks
with more than $1 billion in assets, net charge-
offs to equity and reserves have increased from
7.93 percent in 1982 to 10.25 percent in 1984;
banks with less than $300 million have also
shown a significant increase during this period,
with the ratio increasing from 5.58 percent to
7.04 percent. For state member banks, the ratio
of classified assets to total assets also has in-
creased sharply since 1982 for banks in these two
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size groups, whereas for banks with assets of
$300 million to $1 billion, this ratio has actually
declined.

Off-balance-sheet activity is growing rapidly
and the risks associated with these activities
need to be closely monitored. For the 25 largest
bank holding companies, which are responsible
for the preponderance of these off-balance-sheet
items, standby letters of credit have approxi-
mately tripled since the beginning of the decade.
During 1984, the nation’s 100 top issuers in-
creased their standby letters of credit 25 percent.
Other off-balance-sheet instruments, such as fi-
nancial futures, forwards and options, interest
rate swaps, and the like have also increased.

Much of the off-balance-sheet activity is a
response to heightened demands for more so-
phisticated financial services generated by such
factors as improved technology, the increasing
integration of international financial markets,
and more volatile interest rates. Pressures for
stronger capital ratios have to some degree con-
tributed to the growth of off-balance-sheet busi-
ness. By creating contingent rather than direct
obligations, banks generate fee income but avoid
increasing their reported assets. When measured
relative to assets, leverage is reduced and profit-
ability increased.

Although off-balance-sheet activities are not
now quantitatively included in the capital guide-
lines of the Federal Reserve Board, its policy
statement on capital adequacy states that these
items will be considered in assessing a bank’s
capital adequacy. The Federal Reserve is cur-
rently studying methods whereby certain items
(for example, standby letters of credit) would be
specifically included in the calculation of bank
capital ratios.

QUESTION 3—EARNINGS

In 1984, state member banks earned a return of
0.62 percent on year-end assets (ROA) and a
11.58 percent return on year-end equity (ROE).
During the same period, all bank holding compa-
nies (BHCs) with assets of more than $100 mil-
lion earned returns of 0.55 percent and 9.95
percent respectively.

In terms of the period since 1970, the ROAs
and the ROEs achieved by state member banks

in 1984 can be considered only fair. At 0.62
percent, the 1984 ROA figure is consistent with
the range achieved throughout the 1980s, above
the range achieved throughout the second half of
the 1970s (during which period the ROA never
exceeded 0.58 percent), but below the levels
recorded during the first half of the 1970s. (In
1970 and 1971, the ROA for state member banks
was 0.73 percent and 0.71 percent respectively.)

The ROE for state member banks in 1984, at
11.58 percent, equalled the 1983 mark and re-
mained well within the fairly narrow band of
10.04 percent (1976) to 12.87 percent (1980) that
was registered from 1970 to 1984.

In 1984, state member banks within the smaller
size classes once again outperformed the larger
banks with assets of $1 billion and more in terms
of the ROA: 0.77 percent for banks smaller than
$300 million; 0.88 percent for banks between
$300 million and $1 billion; and 0.59 percent for
banks with more than $1 billion. In a reversal of
past years, banks in the middle size class out-
stripped those in the smallest one, presumably
due to the performance of agricultural loans that
are concentrated in the smallest bank size class.

The ROE, like the ROA, was generally true to
form in 1984. The largest banks, due to their
greater use of leverage, compensated somewhat
for lower ROAs. At 11.96 percent, the ROE for
the banks with $1 billion and more surpassed the
9.43 percent mark for the banks with less than
$300 million, but fell short of the 12.36 percent
mark for the banks with $300 million to $1 billion.
In short, 1984 was not a premier year for bank
earnings, nor have the past several years been
particularly robust.

QUESTION 4—BANK LIQUIDITY

While several indicators of bank liquidity exist,
this concept is often difficult to measure, and the
structure of liabilities, as well as of assets, must
be considered. Recent reporting changes provide
more information about the frequency with
which banks can reprice their assets and liabil-
ities; that data base is useful for evaluating the
exposure of banks to interest rate movements.
These figures, however, do not address directly
the extent to which banks have matched the
maturities of their assets and liabilities or the
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ability of the banks to raise additional funds
when needed.

As clearly demonstrated in recent years, the
liquidity of any financial institution rests heavily
on depositor confidence. Funds can quickly flow
out of an institution if confidence wanes. Per-
ceived liquidity provided by large amounts of
“*short-term’’ loans may also be misleading if, as
with some customers, the loans must constantly
be renewed. And, of course, it remains true that
banks that depend heavily on the professional
financial markets for funding remain more vul-
nerable to liquidity problems than banks with a
broader base of consumer and business deposits.

These data show that purchased funds (large
CDs, foreign office deposits, and the like) as a
percentage of total assets of state member banks
increased each year from 1976 through 1982 and
have declined in 1983 and 1984. Large banks
were, of course, much more dependent on these
funds than smaller banks.

Data on the volume of brokered deposits have
been collected only since 1983 and are not signifi-
cant, in the aggregate, for state member banks.
At year-end 1984, these deposits funded only
0.34 percent of the assets of all state member
banks and a much smaller share for banks with
assets of less than $1 billion. Moreover, the use
of these deposits has declined since year-end
1983, when state members funded 0.43 percent of
their assets with brokered deposits.

While these deposits are significant for a few
state member banks, the amounts involved in
these cases are relatively small. Only 12 state
member banks held more that $20 million in
brokered deposits at year-end 1984, and virtually
all of them were major banking institutions.
Several of the relatively heavy users of brokered
deposits were Delaware subsidiaries of major
New York City banks, which are prevented by
law from dealing with local customers.

QUESTION 5—PROBLEM INSTITUTIONS

As of June 30, 1985, there were 64 state member
banks with composite ratings of 4 or 5 under the
Uniform Interagency Rating System. These 64
banks had total assets of $3.9 billion.

As of June 30, 1985, there were 251 bank
holding companies with composite 4 or 5 ratings

under the Bank Holding Company Rating Sys-
tem. These 251 companies had total assets of
$153 billion.

The number of problem banks and bank hold-
ing companies under Board supervision is larger
than we would normally expect at this stage of
the economic cycle. As discussed in the response
to Question 2, the distinguishing feature for the
current business cycle is that the energy and the
agricultural sectors of the economy have not
improved as much as the overall economy and
many private-sector loans to developing coun-
tries continue to be problematical. Domestic
agriculture, in particular, has been deteriorating
since 1980. Problems in agriculture are inevitably
transmitted to farm banks, which previously had
strong records of profitability.

Of the 64 state member banks rated composite
4 or 5, 19 are farm banks. All but one of these
farm banks have become problem institutions
since 1983. It is also noted that 40 of the 145
banks with composite 3 ratings are farm banks.
Thus, nearly 30 percent of the financial institu-
tions subject to special supervisory attention are
banks with farm loan concentrations. The in-
crease in the number of problem banks in recent
years can be related to a variety of factors
including the effects of two recessions, a shift in
inflationary expectations, increased competition
brought on at least in part by interest rate deregu-
lation, poor business judgment, and, in some
cases, misuse of the public trust, such as fraud,
insider abuse, and self dealing.

Although the increase in the number of prob-
lem banks has caused us to seek ways to
strengthen our ability to uncover difficulties at an
earlier stage, thereby increasing the chances of
successful recovery, we would like to think that
the rigor of our supervision has been consistent
throughout the period. While it seems essential
that we make every effort to improve our super-
vision of banks, we must be careful not to
overreact. Qurs is a business of wise selection
among unhappy choices, something that must be
done with great care,

As to actions being taken in response to the
trend in the number of problem institutions, the
Federal Reserve System has undertaken a com-
prehensive review of the supervision of state
member banks and bank holding companies.
Teams comprised of Reserve Bank and Board
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staff are reviewing the supervisory methodology
and the analytic techniques and have made pro-
posals designed to enhance our effectiveness. A
number of these initiatives have been adopted or
are under active review. The principal compo-
nents of this effort are as follows:

¢ Instituting measures to strengthen the sur-
veillance function to identify more promptly
emerging supervisory problems.

o Improving the communication of examination
findings, including the format of the written
report of examination and the oral presentations
to boards of directors.

» Strengthening of prudential standards to help
prevent problems (leveraging, liquidity, dividend
policy).

¢ Stressing the continuing importance of main-
taining adequate capital and of holding appropri-
ate loan-loss reserves.

¢ Increasing the frequency and the scope of the
on-site examinations.

¢ Upgrading coordination and cooperation with
other banking supervisory agencies, both state
and federal, to improve efficiency and resource
utilization.

+ Sharpening the analytic approach to deal with
issues such as bank holding company funding
and liquidity, risk and leverage considerations in
nonbank activities, and the like.

o Increasing staff and enhancing training.

QUESTION 6—HISTORY AND PERSPECTIVE
ON EMERGENCY ACTIONS

The Bank Holding Company Act and the Bank
Merger Act contain a number of special provi-
sions to authorize expedited action on mergers
and acquisitions in situations involving troubled
banks. These statutes allow the Federal Reserve
to shorten or suspend the comment period and to
eliminate the publication requirement of the Fed-
eral Register for applications designed to prevent
the probable failure of a bank or a bank holding
company. Thus, the Board, at the request of the
financial institution’s chartering authority, can
permit the acquisition of a troubled institution
either immediately or on the fifth calendar day
after the expiration of the comment period, de-
pending upon the severity of the financial institu-
tion’s problems.

So far this year, the System has approved 12
bank holding company applications involving
troubled banks. Also, there have been in 1985
three emergency actions processed under the
Change in Bank Control Act to prevent the
probable failure of bank holding companies. This
number compares with 16 expedited actions in
1984 and 14 such actions in 1983. At this stage of
the cycle we would normally expect the number
of such actions to decline. However, continued
difficulties in certain sectors of bank lending
must be factored into any judgment about the
number of such actions that might be necessary.
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Announcements

REGULATION K: REVISIONS

The Federal Reserve Board published on Sep-
tember 30, 1985, revisions to its Regulation K
(International Banking Operations) that will per-
mit Edge corporations to enlarge the scope of
their activities. The revisions became effective
October 24, 1985, with one exception. The provi-
sions that pertain to investment procedures are
effective immediately.

The International Banking Act requires the
Board to review and to revise Regulation K
every five years to ensure that the purposes of
the Edge Act are being served in light of prevail-
ing economic conditions and banking practices.
Edge corporations are chartered to engage in
international or foreign banking or other interna-
tional or foreign operations.

The major revisions to the regulation pertain to
the following: activities of Edge corporations in
the United States, changes in control of Edge
corporations, and investment procedures. Cer-
tain other technical and clarifying revisions have
been made to Regulation K as well. The Board
has deferred making any changes in the capital
requirements for banking Edge corporations.

The revised regulation will aliow Edge corpo-
rations to provide full banking services to a
limited class of companies, such as foreign air-
lines and shipping companies, that are restricted
by their charters or licenses to international
business. The Board may consider whether pro-
cedures can be developed to identify other com-
panies engaged in international business that
could qualify for full banking services from Edge
corporations.

In terms of changes in control of Edge corpo-
rations, the Board adopted changes to Regula-
tion K that would require any party purchasing
25 percent or more of the voting shares of an
Edge corporation to give the Board 60 days’
notice before acquisition.

The Board also revised the investment proce-
dures applicable to Edge corporations. The regu-

lation had permitted Edge corporations to invest
the lesser of $2 million or 5 percent of their
capital and surplus without prior notice to or
approval by the Federal Reserve. The Board
increased the dollar investment amount to $15
million.

A certain amount of leeway was granted by the
Board in the permissible activities of subsidiar-
ies. In order to provide some flexibility to U.S.
banking organizations in acquiring controlling
interests in existing companies engaged in imper-
missible activities, the Board has liberalized its
standards to allow such companies to derive up
to 5 percent of assets and revenues from imper-
missible activities.

Also, the Board took action on some technical
provisions of the regulation regarding U.S. non-
banking activities of foreign banks. These
changes are outlined in the Board’s document.

PUBLICATION OF
ANNUAL STATISTICAL DIGEST, 1984

The Annual Statistical Digest, 1984, is now
available. This one-year Digest is designed as a
compact source of economic, and especially fi-
nancial, data. The Digest provides a single
source of historical continuations of the statistics
carried regularly in the FEDERAL RESERVE BUL-
LETIN. The Digest also offers a continuation of
series that formerly appeared regularly in the
BULLETIN, as well as certain special, irregular
tables that the BULLETIN also once carried.

This issue of the Digest covers only 1984
unless data were revised for earlier years. It
serves to maintain the historical series first pub-
lished in Banking and Monetary Statistics, 1941~
1970, and the Digest for 1970-79 and yearly issues
thereafter. A Concordance of Statistics will be
included with all orders. The Concordance pro-
vides a guide to tables that cover the same
material in the current and the previous year’s
Digest, the ten-year Digest for 1970-79, and the
BULLETIN.



883

Copies of the Digest are available from Publi-
cations Services, Mail Stop 138, Board of Gover-
nors of the Federal Reserve System, Washing-
ton, D.C. 20551, The price is $12.50 per copy.

SYSTEM MEMBERSHIP:
ADMISSION OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period September 1 through October 1, 1985:

Alabama

Grand Bay ........... Mobile County Bank
Colorado

Denver....... American Bank of Commerce
Texas

Houston ............ Interstate Bank North
Virginia

Virginia Beach .. Princess Anne Commercial

Bank
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Legal Developments

REVISIONS OF REGULATION K

The Board of Governors of the Federal Reserve Sys-
tem has reviewed and revised its regulations governing
the operations of Edge corporations. The revisions
concern certain U.S. activities of Edge corporations,
lending limits and investment and change in control
procedures applicable to Edge corporations. Some
proposals dealing with foreign banking organizations
operating in the United States have also been adopted.

Effective October 24, 1985, as set forth below, the
Board hereby amends 12 C.F.R. Part 211, except in
the case of the provisions in section 211.5(c), which
are effective immediately:

Part 211—Regulation K, International Banking
Operations

1. The authority citation for Part 211 continues to read
as follows:

Authority: Federal Reserve Act (12 U.S.C. 211
et seq.); Bank Holding Company Act of 1956, as
amended (12 U.S.C. 1841 et seq.); the International
Banking Act of 1978 (Pub. L. 95-369; 92 Stat. 607;
12 U.S.C. 3101 et seq.); the Bank Export Services Act
(Title II, Pub. L. 97-290, 96 Stat. 1235); and the
International Lending Supervision Act (Title IX, Pub.
L. 98-181, 97 Stat. 1153).

2. 12 C.F.R. Part 211 is revised to read as follows:
Part 211—International Banking Operations

Subpart A—International Operations of United
States Banking Organizations

Section 211.1—Authority, purpose, and scope

Section 211.2—Definitions

Section 211.3—Foreign branches of U.S. banking or-
ganizations

Section 211.4—Edge and Agreement corporations

Section 211.5—Investments and activities abroad

Section 211.6—Lending limits and capital require-
ments

Section 211.7—Supervision and reporting

Subpart B—Foreign Banking Organizations

Section 211.21—Authority, purpose and scope

Section 211.22—Interstate banking operations of for-
eign banking organizations

Section 211.23—Nonbanking activities of foreign
banking organizations

Subpart C—Export Trading Companies

Section 211.31—Authority, purpose, and scope

Section 211.32—Definitions

Section 211.33—Investments and extensions of credit

Section 211.34—Procedures for filing and processing
notices

Subpart D—International Lending Supervision

Section 211.41—Authority, purpose, and scope

Section 211.42—Definitions

Section 211.43—Alocated transfer risk reserve

Section 211.44—Reporting and disclosure of interna-
tional assets

Section 211.45—Accounting for fees on international
loans

INTERPRETATIONS

Section 211.601—Status of certain offices for purposes
of the International Banking Act re-
strictions on interstate banking op-
erations

Section 211.602—Investments by United States bank-
ing organizations in foreign compa-
nies that transact business in the
United States

Subpart A—International Operations of United
States Banking Organizations

Section 211.1—Authority, Purpose, and Scope

(a) Authority. This subpart is issued by the Board of
Governors of the Federal Reserve System (‘‘Board”’)
under the authority of the Federal Reserve Act
(*“FRA™) (12 U.S.C. 221 et seq.); the Bank Holding
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Company Act of 1956 (“BHC Act’’) (12 U.S.C. 1841
et seq.); and the International Banking Act of 1978
(“IBA™) (92 Stat. 607; 12 U.S.C. 3101 et seq.). Re-
quirements for the collection of information contained
in this regulation have been approved by the Office of
Management and Budget under the provisions of 44
U.S.C. 3501, et seq. and have been assigned OMB
Nos. 7100-0107; 7100-0109; 7100-0110; 7100-0069;
7100-0086, and 7100-0073.

(b) Purpose. This subpart sets out rules governing the
international and foreign activities of U.S. banking
organizations, including procedures for establishing
foreign branches and Edge corporations to engage in
international banking and for investments in foreign
organizations.

(c) Scope. This subpart applies to corporations orga-
nized under section 25(a) of the FRA (12 U.S.C. 611-
631), “Edge corporations’’; to corporations having an
agreement or undertaking with the Board under sec-
tion 25 of the FRA (12 U.S.C. 601-604a), ‘‘ Agreement
corporations’’; to member banks with respect to their
foreign branches and investments in foreign banks
under section 25 of the FRA (12 U.S.C. 601-604a);!
and to bank holding companies with respect to the
exemption from the nonbanking prohibitions of the
BHC Act afforded by section 4(c)(13) of the BHC Act
(12 U.S.C. 1843(c)(13)).

Section 211.2—Definitions

Unless otherwise specified, for the purposes of this
subpart:
(a) An “‘affiliate’’ of an organization means;
(1) any entity of which the organization is a direct or
indirect subsidiary; or
(2) any direct or indirect subsidiary of the organiza-
tion or such entity.

(b) *‘Capital and surplus’ means paid-in and unim-
paired capital and surplus, and includes undivided
profits but does not include the proceeds of capital
notes or debentures.

(c) “*Directly or indirectly’’ when used in reference to
activities or investments of an organization means
activities or investments of the organization or of any
subsidiary of the organization.

1. Section 25 of the FRA, which refers to national banking associa-
tions, also applies to state member banks of the Federal Reserve
System by virtue of section 9 of the FRA (12 U.S.C. 321).

{d) An Edge corporation is ‘‘engaged in banking’’ if it
is ordinarily engaged in the business of accepting
deposits in the United States from nonaffiliated per-
sons.

(e) “*Engaged in business’’ or ‘‘engaged in activities”
in the United States means maintaining and operating
an office (other than a representative office) or subsid-
iary in the United States.

(f) “‘Foreign’' or ‘‘foreign country’’ refers to one or
more foreign nations, and includes the overseas terri-
tories, dependencies, and insular possessions of those
nations and of the United States, and the Common-
wealth of Puerto Rico.

(g) “‘Foreign bank” means an organization that: is
organized under the laws of a foreign country; engages
in the business of banking; is recognized as a bank by
the bank supervisory or monetary authority of the
country of its organization or principal banking opera-
tions; receives deposits to a substantial extent in the
regular course of its business; and has the power to
accept demand deposits.

(h) ‘‘Foreign branch’ means an office of an organiza-
tion (other than a representative office) that is located
outside the country under the laws of which the
organization is established, at which a banking or
financing business is conducted.

(i) ‘‘Investment’ means the ownership or control of
shares (including partnership interests and other inter-
ests evidencing ownership), binding commitments to
acquire shares, contributions to the capital and surplus
of an organization, and the holding of an organiza-
tion’s subordinated debt when shares of the organiza-
tion are also held by the investor or the investor’s
affiliate.

() *‘Investor’’ means an Edge corporation, Agreement
corporation, bank holding company, or member bank.

(k) *‘Joint venture’’ means an organization that has 20
per cent or more of its voting shares held directly or
indirectly by the investor or by an affiliate of the
investor, but which is not a subsidiary of the investor.

() “‘Organization’ means a corporation, government,
partnership, association, or any other entity.

(m) *‘Person’’ means an individual or an organization.

(n) *‘Portfolio investment’’ means an investment in an
organization other than a subsidiary or joint venture.
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(o) “‘Representative office’’ means an office that en-
gages solely in representational and administrative
functions such as solicitation of new business for or
liaison between the organization’s head office and
customers in the United States, and does not have
authority to make business decisions for the account
of the organization represented.

(p) ‘‘Subsidiary’’ means an organization more than 50
per cent of the voting shares of which is held directly
or indirectly by the investor, or which is otherwise
controlled or capable of being controlled by the inves-
tor or an affiliate of the investor.

Section 211.3—Foreign Branches of U.S.
Banking Organizations

(a) Establishment of foreign branches.
(1) Right to establish branches. Foreign branches
may be established by any member bank having
capital and surplus of $1,000,000 or more, an Edge
corporation, an Agreement corporation, or a subsid-
iary held pursuant to this Subpart. Unless otherwise
provided in this section, the establishment of a
foreign branch requires the specific prior approval
of the Board.
(2) Branching within a foreign country. Unless the
organization has been notified otherwise, no prior
Board approval is required for an organization to
establish additional branches in any foreign country
where it operates one or more branches.?
(3) Branching into additional foreign countries. Af-
ter giving the Board 45 days’ prior written notice, an
organization that operates branches in two or more
foreign countries may establish a branch in an
additional foreign country, unless notified otherwise
by the Board.2
(4) Expiration of branching authority. Authority to
establish branches through prior approval or prior
notice shall expire one year from the earliest date on
which the authority could have been exercised,
unless the Board extends the period.
(5) Reporting. Any organization that opens, closes,
or relocates a branch shall report such change in a
manner prescribed by the Board.

(b) Further powers of foreign branches of member
banks. In addition to its general banking powers, and
to the extent consistent with its charter, a foreign
branch of a member bank may engage in the following
activities so far as usual in connection with the busi-

2. For the purpose of this paragraph, a subsidiary other than a bank
or an Edge or Agreement corporation is considered to be operating a
branch in a foreign country if it has an affiliate that operates an office
(other than a representative office) in that country.

ness of banking in the country where it transacts
business:
(1) Guarantees. Guarantee debts, or otherwise agree
to make payments on the occurrence of readily
ascertainable events,? if the guarantee or agreement
specifies a maximum monetary liability; but except
to the extent that the member bank is fully secured,
it may not have liabilities outstanding for any person
on account of such guarantees or agreements which
when aggregated with other unsecured obligations
of the same person exceed the limit contained in
paragraph (a)(1) of section 5200 of the Revised
Statutes (12 U.S.C. 84) for loans and extensions of
credit;
(2) Investments. Invest in:
(i) the securities of the central bank, clearing
houses, governmental entities, and government-
sponsored development banks of the country in
which the foreign branch is located;
(ii) other debt securities eligible to meet local
reserve or similar requirements; and
(iii) shares of professional societies, schools, and
the like necessary to the business of the branch;
however, the total investments of the bank’s
branches in that country under this paragraph
(exclusive of securities held as required by the law
of that country or as authorized under section
5136 of the Revised Statutes (12 U.S.C. 24, Sev-
enth)) may not exceed one per cent of the total
deposits of the bank’s branches in that country on
the preceding year-end call report date (or on the
date of acquisition of the branch in the case of a
branch that has not so reported);
(3) Government obligations. Underwrite, distribute,
buy, and sell obligations of:
(i) the national government of the country in
which the branch is located;
(ii) an agency or instrumentality of the national
government; and
(iii) a municipality or other local or regional
governmental entity of the country; however, no
member bank may hold, or be under commitment
with respect to, such obligations for its own
account in an aggregate amount exceeding 10 per
cent of its capital and surplus; '
(4) Credit extensions to bank’s officers. Extend
credit to an officer of the bank residing in the
country in which the foreign branch is located to
finance the acquisition or construction of living
quarters to be used as the officer’s residence abroad,
provided the credit extension is reported promptly
to the branch’s home office and any extension of

3. *“‘Readily ascertainable events’ include, but are not limited to,
events such as nonpayment of taxes, rentals, customs duties, or costs
of transport and loss or nonconformance of shipping documents.
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credit exceeding $100,000 (or the equivalent in local
currency) is reported also to the bank’s board of
directors;

(5) Real estate loans. Take liens or other encum-
brances on foreign real estate in connection with its
extensions of credit, whether or not of first priority
and whether or not the real estate has been im-
proved.

(6) Insurance. Act as insurance agent or broker;
(7) Employee benefits program. Pay to an employee
of the branch, as part of an employee benefits
program, a greater rate of interest than that paid to
other depositors of the branch;

(8) Repurchase agreements. Engage in repurchase
agreements involving securities and commodities
that are the functional equivalents of extensions of
credit;

(9) Investment in subsidiaries. With the Board’s
prior approval, establish or invest in a wholly-
owned subsidiary to engage solely in activities in
which the member bank is permitted to engage or in
activities that are incidental to the activities of the
foreign branch, where required by local law or
regulation; and

(10) Other activities. With the Board’s prior approv-
al, engage in other activities that the Board deter-
mines are usual in connection with the transaction of
the business of banking in the places where the
member bank’s branches transact business.

(c) Reserves of foreign branches of member banks.
Reserves shall be maintained against foreign branch
deposits when required by Part 204 of this chapter
(Regulation D).

Section 211.4—Edge and Agreement
corporations

(a) Organization.
(1) Permit. A proposed Edge corporation shall be-
come a body corporate when the Board issues a
permit approving its proposed name, articles of
association, and organization certificate.
(2) Name. The name shall include ‘‘international,”’
“foreign,”” “‘overseas,”” or some similar word, but
may not resemble the name of another organization
to an extent that might mislead or deceive the
public.
(3) Federal Register notice. The Board will publish
in the Federal Register notice of any proposal to
organize an Edge corporation and will give interest-
ed persons an opportunity to express their views on
the proposal.
(4) Factors considered by the Board. The factors
considered by the Board in acting on a proposal to
organize an Edge corporation include:

(i) the financial condition and history of the appli-

cant;

(ii) the general character of its management;

(iii) the convenience and needs of the community

to be served with respect to international banking

and financing services; and

(iv) the effects of the proposal on competition.
(5) Authority to commence business. After the
Board issues a permit, the Edge corporation may
elect officers and otherwise complete its organiza-
tion, invest in obligations of the United States
Government, and maintain deposits with depository
institutions, but it may not exercise any other pow-
ers until at least 25 per cent of the authorized capital
stock specified in the articles of association has been
paid in cash, and each shareholder has paid in cash
at least 25 per cent of that shareholder’s stock
subscription. Unexercised authority to commence
business as an Edge corporation shall expire one
year after issuance of the permit, uniess the Board
extends the period.
(6) Amendments to articles of association. No
amendment to the articles of association shall be-
come effective until approved by the Board.

(b) Nature and ownership of shares.

(1) Shares. Shares of stock in an Edge corporation
may not include no-par value shares and shall be
issued and transferred only on its books and in
compliance with section 25(a) of the FRA and this
subpart. The share certificates of an Edge corpora-
tion shall:
(i) name and describe each class of shares indicat-
ing its character and any unusual attributes such
as preferred status or lack of voting rights; and
(ii) conspicuously set forth the substance of:
(A) limitations upon the rights of ownership and
transfer of shares imposed by section 25(a) of
the FRA; and
(B) rules that the Edge corporation prescribes
in its by-laws to ensure compliance with this
paragraph. Any change in status of a sharehold-
er that causes a violation of section 25(a) of the
FRA shall be reported to the Board as soon as
possible, and the Edge corporation shall take
such action as the Board may direct.
(2) Ownership of Edge corporations by foreign insti-
tutions.
(i) Prior Board approval. One or more foreign or
foreign-controlied domestic institutions referred
to in paragraph 13 of section 25(a) of the FRA
(12 U.S.C. 619) may apply for the Board’s prior
approval to acquire directly or indirectly a major-
ity of the shares of the capital stock of an Edge
corporation,
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(ii) Conditions and requirements. Such an institu-
tion shall:
(A) provide the Board information related to its
financial condition and activities and such other
information as may be required by the Board;
(B) ensure that any transaction by an Edge
corporation with an affiliate* is on substantially
the same terms, including interest rates and
collateral, as those prevailing at the same time
for comparable transactions by the Edge corpo-
ration with nonaffiliated persons, and does not
involve more than the normal risk of repayment
or present other unfavorable features;
(C) ensure that the Edge corporation will not
provide funding on a continual or substantial
basis to any affiliate or office of the foreign
institution through transactions that would be
inconsistent with the international and foreign
business purposes for which Edge corporations
are organized;
(D) in the case of a foreign institution not
subject to section 4 of the BHC Act:
(i) comply with any conditions that the Board may
impose that are necessary to prevent undue con-
centration of resources, decreased or unfair com-
petition, conflicts of interest, or unsound banking
practices in the United States; and
(ii) give the Board 45 days’ prior written notice, in
a form to be prescribed by the Board, before
engaging in any nonbanking activity in the United
States, or making any initial or additional invest-
ments in another organization, that would require
prior Board approval or notice by an organization
subject to section 4 of the BHC Act; in connection
with such notice, the Board may impose condi-
tions necessary to prevent adverse effects that
may result from such activity or investment; and
(E) invest in Edge corporations no more than 10
per cent of the institution’s capital and surplus.
(3) Change in control.
(i) Prior notice. Any person shall give the Board
60 days’ prior written notice, in a form to be
prescribed by the Board, before acquiring, direct-
ly or indirectly, 25 per cent or more of the voting
shares, or otherwise acquiring control, of an Edge
corporation; the Board may extend the 60-day
period for an additional 30 days by notifying the
acquiring party.
(ii) Board review. In reviewing a notice filed under
this paragraph, the Board shall consider the fac-
tors set forth in paragraph (a)(4) of this section
and may disapprove a notice or impose any condi-

4. For purposes of this paragraph, ‘‘affiliate’’ means any organiza-
tion that would be an ‘‘affiliate” under section 23A of the FRA
(12 U.S.C. 371c) if the Edge corporation were a member bank.

tions that it finds necessary to assure the safe and
sound operation of the Edge corporation, to as-
sure the international character of its operation,
and to prevent adverse effects such as decreased
or unfair competition, conflicts of interest, or
undue concentration of resources.

(c) Domestic branches. An Edge corporation may
establish branches in the United States 45 days after
the Edge corporation has given notice to its Reserve
Bank, unless the Edge corporation is notified to the
contrary within that time. The notice to the Reserve
Bank shall include a copy of the notice of the proposal
published in a newspaper of general circulation in the
communities to be served by the branch and may
appear no earlier than 90 calendar days prior to
submission of notice of the proposal to the Reserve
Bank. The newspaper notice must provide an opportu-
nity for the public to give written comment on the
proposal to the appropriate Federal Reserve Bank for
at least 30 days after the date of publication. The
factors considered in acting upon a proposal to estab-
lish a branch are enumerated in paragraph (a)(4) of this
section. Authority to open a branch under prior notice
shall expire one year from the earliest date on which
that authority could have been exercised, unless the
Board extends the period.

(d) Reserve requirements and interest rate limitations.
The deposits of an Edge or Agreement corporation are
subject to Parts 204 and 217 of this chapter (Regula-
tions D and Q) in the same manner and to the same
extent as if the Edge or Agreement corporation were a
member bank.

(e) Permissible activities in the United States. An
Edge corporation may engage directly or indirectly in
activities in the United States that are permitted by the
sixth paragraph of section 25(a) of the FRA and are
incidental to international or foreign business, and in
such other activities as the Board determines are
incidental to international or foreign business. The
following activities will ordinarily be considered inci-
dental to an Edge corporation’s international or for-
eign business:
(1) Deposit activities.
(i) Deposits from foreign governments and foreign
persons. An Edge corporation may receive in the
United States transaction accounts, savings, and
time deposits (including issuing negotiable certifi-
cates of deposits) from foreign governments and
their agencies and instrumentalities; offices or
establishments located, and individuals residing,
outside the United States.
(ii) Deposits from other persons. An Edge corpo-
ration may receive from any other person in the
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United States transaction accounts, savings, and
time deposits (including issuing negotiable certifi-
cates of deposit) if such deposits:
(A) are to be transmitted abroad;
(B) consist of funds to be used for payment of
obligations to the Edge corporation or collateral
securing such obligations;
(C) consist of the proceeds of collections
abroad that are to be used to pay for exported
or imported goods or for other costs of export-
ing or importing or that are to be periodically
transferred to the depositor’s account at anoth-
er financial institution;
(D) consist of the proceeds of extensions of
credit by the Edge corporation;
(E) represent compensation to the Edge corpo-
ration for extensions of credit or services to the
customer;
(F) are received from Edge or Agreement cor-
porations, foreign banks and other depository
institutions (as described in Part 204 of this
chapter (Regulation D));
(G) are received from an organization that by its
charter, license or enabling law is limited to
business that is of an international character,
including  Foreign Sales  Corporations
(26 U.S.C. 921); transportation organizations
engaged exclusively in the international trans-
portation of passengers or in the movement of
goods, wares, commodities or merchandise in
international or foreign commerce; and export
trading companies that are exclusively engaged
in activities related to international trade.
(2) Liquid funds. Funds of an Edge or Agreement
corporation not currently employed in its interna-
tional or foreign business, if held or invested in the
United States, shall be in the form of cash, deposits
with depository institutions, as described in Part 204
of this chapter (Regulation D), and other Edge and
Agreement corporations, and money market instru-
ments (including repurchase, agreements with re-
spect to such instruments) such as bankers’ accep-
tances, obligations of or fully guaranteed by federal,
state, and local governments and their instrumental-
ities, federal funds sold, and commercial paper.
(3) Borrowings. An Edge corporation may:
(i) Borrow from offices of other Edge and Agree-
ment corporations, foreign banks, and depository
institutions (as described in Part 204 of this chap-
ter, Regulation D) or issue obligations to the
United States or any of its agencies or instrumen-
talities;
(i) Incur indebtedness from a transfer of direct
obligations of, or obligations that are fully guaran-
teed as to principal and interest by, the United
States or any agency or instrumentality thereof

that the Edge corporation is obligated to repur-
chase;
(iii) Issue long-term subordinated debt that does
not qualify as a ‘‘deposit’’ under Part 204 of this
chapter (Regulation D).
(4) Credit activities. An Edge corporation may:
(i) Finance the following:
(A) contracts, projects, or activities performed
substantially abroad;
(B) the importation into or exportation from the
United States of goods, whether direct or
through brokers or other intermediaries;
(C) the domestic shipment of temporary storage
of goods being imported or exported (or accu-
mulated for export); and
(D) the assembly or repackaging of goods im-
ported or to be exported;
(ii) Finance the costs of production of goods and
services for which export orders have been re-
ceived or which are identifiable as being directly
for export;
(iii) Assume or acquire participations in exten-
sions of credit, or acquire obligations arising from
transactions the Edge corporation could have
financed;
(iv) Guarantee debts, or otherwise agree to make
payments on the occurrence of readily ascertain-
able events,’ if the guarantee or agreement speci-
fies the maximum monetary liability thereunder
and is related to a type of transaction described in
paragraphs (e)(4)(i) and (i) of this section; and
(v) Provide credit and other banking services for
domestic and foreign purposes to organizations of
the type described in section 211.4(e)(1)(ii}{G) of
this part.
(5) Payments and collections. An Edge corporation
may receive checks, bills, drafts, acceptances,
notes, bonds, coupons, and other instruments for
collection abroad, and collect such instruments in
the United States for a customer abroad; and may
transmit and receive wire transfers of funds and
securities for depositors.
(6) Foreign exchange. An Edge corporation may
engage in foreign exchange activities.
(7) Fiduciary and investment advisory activities. An
Edge corporation may:
(i) Hold securities in safekeeping for, or buy and
sell securities upon the order and for the account
and risk of, a person, provided such services for

5. “Readily ascertainable events’’ include, but are not limited to,
events such as nonpayment of taxes, rentals, customs duties, or cost
of transport and loss or nonconformance of shipping documents.
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U.S. persons shall be with respect to foreign
securities only;
(ii) Act as paying agent for securities issued by
foreign governments or other entities organized
under foreign law;
(iii) Act as trustee, registrar, conversion agent, or
paying agent with respect to any class of securi-
ties issued to finance foreign activities and distrib-
uted solely outside the United States;
(iv) Make private placements of participations in
its investments and extensions of credit; however,
except to the extent-permissible for member
banks under section 5136 of the Revised Statutes
(12 U.S.C. 24, Seventh), no Edge corporation
may otherwise engage in the business of under-
writing, distributing, or buying or selling securi-
ties in the United States;
(v) Act as investment or financial adviser by
providing portfolio investment advice and portfo-
lio management with respect to securities, other
financial instruments, real property interests and
other investment assets, and by providing advice
on mergers and acquisitions, provided such ser-
vices for U.S. persons shall be with respect to
foreign assets only; and
(vi) Provide general economic information and
advice, general economic statistical forecasting
services and industry studies, provided such ser-
vices for U.S. persons shall be with respect to
foreign economies and industries only.
(8) Banking services for employees. Provide banking
services, including deposit services, to the officers
and employees of the Edge corportion and its affili-
ates; however, extensions of credit to such persons
shall be subject to the restrictions of Part 215 of this
chapter (Regulation O) as if the Edge corporation
were a member bank.
(9) Other activities. With the Board’s prior approv-
al, engage in other activities in the United States
that the Board determines are incidental to the
international or foreign business of Edge corpora-
tions.

(f) Agreement corporations. With the prior approval of
the Board, a member bank or bank holding company
may invest in a federally- or state-chartered corpora-
tion that has entered into an agreement or undertaking
with the Board that it will not exercise any power that
is impermissible for an Edge corporation under this
subpart.

6. For purposes of this section, management of an investment
portfolio does not include operational management of real property, or
industrial or commercial assets.

Section 211.5—Investments and Activities
Abroad

(a) General policy. Activities abroad, whether con-
ducted directly or indirectly, shall be confined to those
of a banking or financial nature and those that are
necessary to carry on such activities. In doing so,
investors shall at all times act in accordance with high
standards of banking or financial prudence, having due
regard for diversification of risks, suitable liquidity,
and adequacy of capital. Subject to these consider-
ations and the other provisions of this section, it is the
Board’s policy to allow activities abroad to be orga-
nized and operated as best meets corporate policies.

(b) Investment requirements.
(1) Eligible investments.
(i) An investor may directly or indirectly:
(A) invest in a subsidiary that engages solely in
activities listed in paragraph (d) of this section
or in such other activities as the Board has
determined in the circumstances of a particular
case are permissible except that, in the case of
an acquisition of a going concern, existing ac-
tivities that are not otherwise permissible for a
subsidiary may account for not more than five
per cent of either the consolidated assets or
revenues of the acquired organization;
(B) invest in a joint venture provided that,
unless otherwise permitted by the Board, not
more than 10 per cent of the joint venture’s
consolidated assets or revenues shall be attrib-
utable to activities not listed in paragraph (d) of
this section; and
(C) make portfolio investments (including secu-
rities held in trading or dealing accounts) in an
organization if the total direct and indirect
portfolio investments in organizations engaged
in activities that are not permissible for joint
ventures does not at any time exceed 100 per
cent of the investor’s capital and surplus.”
(ii)) A member bank’s direct investments under
section 25 of the FRA shall be limited to foreign
banks and to foreign organizations formed for the
sole purpose of either holding shares of a foreign
bank or performing nominee, fiduciary, or other
banking services incidental to the activities of a
foreign branch or foreign bank affiliate of the
member bank.
(2) Investment limit. In computing the amount that
may be invested in any organization under this

7. For this purpose, a direct subsidiary of a member bank is deemed
to be an investor.
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section, there shall be included any unpaid amount
for which the investor is liable and any investments
by affiliates.
(3) Divestiture. An investor shall dispose of an
investment promptly (unless the Board authorizes
retention) if:
(i) the organization invested in:
(A) engages in the general business of buying or
selling goods, wares, merchandise, or commod-
ities in the United States;
(B) engages directly or indirectly in other busi-
ness in the United States that is not permitted to
an Edge corporation in the United States except
that an investor may hold up to five per cent of
the shares of a foreign company that engages
directly or indirectly in business in the United
States that is not permitted to an Edge corpora-
tion; or
(C) engages in impermissible activities to an
extent not permitted under paragraph (b)(1) of
this section; or
(ii) after notice and opportunity for hearing, the
investor is advised by the Board that its invest-
ment is inappropriate under the FRA, the BHC
Act, or this subpart.

(c) Investment procedures.8 Direct and indirect invest-
ments shall be made in accordance with the general
consent, prior notice, or specific consent procedures
contained in this paragraph. The Board may at any
time, upon notice, suspend the general consent and
prior riotice procedures with respect to any investor or
with respect to the acquisition of shares of organiza-
tions engaged in particular kinds of activities. An
investor shall apply for and receive the prior specific
consent of the Board for its initial investment in its
first subsidiary or joint venture unless an affiliate has
made such an investment. Authority to make invest-
ments under prior notice or specific consent shall
expire onie year from the earliest date on which the
authority could have been exercised, unless the Board
extends the period.
(1) General consent. Subject to the other limitations
of this section, the Board grants its general consent
for the following:
(i) any investment in a joint venture or subsidiary,
and any portfolio investment, if the total amount
invested (in one transaction or in a series of
transactions) does not exceed the lesser of:
(A) $15 million; or
(B) 5 per cent of the investor’s capital and
surplus in the case of a member bank, bank

8. When necessary, the general consent and prior notice provisions
of this section constitute the Board's approval under the eighth
paragraph of section 25(a) of the FRA for investments in excess of the
limitations therein based on capital and surplus.

holding company, or Edge corporation engaged
in banking, or 25 per cent of the investor’s
capital and surplus in the case of an Edge
corporation not engaged in banking;
(ii) any additional investment in an organization in
any calendar year so long as:
(A) the total amount invested in that calendar
year does not exceed 10 per cent of the inves-
tor’s capital and surplus; and
(B) the total amount invested under section
211.5 (including investments made pursuant to
specific consent or prior notice) in that calendar
year does not exceed cash dividends reinvested
under paragraph (c)(1)(iii) of this section plus 10
per cent of the investor’s direct and indirect
historical cost® in the organization, which in-
vestment authority, to the extent unexercised,
may be carried forward and accumulated for up
to five consecutive years; ,
(iii) any additional investment in an organization
in an amount equal to cash dividends received
from that organization during the preceding 12
calendar months; or
(iv) any investment that is acquired from an
affiliate at net asset value.
(2) Prior notice. An investment that does not qualify
under the general consent procedure may be made
after the investor has given 45 days’ prior written
notice to the Board if the total amount to be invested
does not exceed 10 per cent of the investor’s capital
and surplus. The Board may waive the 45-day
period if it finds immediate action is required by the
circumstances presented. The notice period shall
commence at the time the notice is accepted. The
Board may suspend the period or act on the invest-
ment under the Board’s specific consent proce-
dures.
(3) Specific consent. Any investment that does not
qualify for either the general consent or the prior
notice procedure shall not be consummated without
the specific consent of the Board.

(d) Permissible activities. The Board has determined
that the following activities are usual in connection
with the transaction of banking or other financial
operations abroad:

9. The “‘historical cost’’ of an investment consists of the actual
amounts paid for shares or otherwise contributed to the capital
accounts, as measured in dollars at the exchange rate in effect at the
time each investment was made. It does not include subordinated debt
or unpaid commitments to invest even though these may be consid-
ered investments for other purposes of this part. For investments
acquired indirectly as a result of acquiring a subsidiary, the historical
cost to the investor is measured as of the date of acquisition of the
subsidiary at the net asset value of the equity interest in the case of
subsidiaries and joint ventures, and in the case of portfolio invest-
ments, at the book carrying value,
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(1) commercial and other banking activities;

(2) financing, including commercial financing, con-
sumer financing, mortgage banking, and factoring;
(3) leasing real or personal property, or acting as
agent, broker, or advisor in leasing real or personal
property, if the lease serves as the functional equiv-
alent of an extension of credit to the lessee of the
property;

(4) acting as fiduciary;

(5) underwriting credit life insurance and credit
accident and health insurance;

(6) performing services for other direct or indirect
operations of a United States banking organization,
including representative functions, sale of long-term
debt, name saving, holding assets acquired to pre-
vent loss on a debt previously contracted in good
faith, and other activities that are permissible do-
mestically for a bank holding company under sec-
tions 4(a)(2)(A) and 4(c)(1)(C) of the BHC Act;

(7) holding the premises of a branch of an Edge
corporation or member bank or the premises of a
direct or indirect subsidiary, or holding or leasing
the residence of an officer or employee of a branch
or subsidiary;

(8) providing investment, financial, or economic
advisory services;

(9) general insurance agency and brokerage;

(10) data processing;

(11) managing a mutual fund if the fund’s shares are
not sold or distributed in the United States or to
United States residents and the fund does not exer-
cise managerial control over the firms in which it
invests;

(12) performing management consulting services
provided that such services when rendered with
respect to the United States market shall be restrict-
ed to the initial entry;

(13) underwriting, distributing, and dealing in debt
and equity securities outside the United States,
provided that no underwriting commitment by a
subsidiary of an investor for shares of an issuer may
exceed $2 million or represent 20 per cent of the
capital and surplus or voting shares of an issuer
unless the underwriter is covered by binding com-
mitments from subunderwriters or other purchasers;
(14) operating a travel agency provided that the
travel agency is operated in connection with finan-
cial services offered abroad by the investor or
others;

(15) engaging in activities that the Board has deter-
mined by regulation in 12 C.F.R. 225.25(b) are
closely related to banking under section 4(c)(8) of
the BHC Act; and

(16) with the Board’s specific approval, engaging in
other activities that the Board determines are usual
in connection with the transaction of the business of

banking or other financial operations abroad and are
consistent with the FRA or the BHC Act.

(e) Debts previously contracted. Shares or other own-
ership interests acquired to prevent a loss upon a debt
previously contracted in good faith shall not be subject
to the limitations or procedures of this section; howev-

er, they shall be disposed of promptly but in no event

later than two years after their acquisition, unless the
Board authorizes retention for a longer period.

Section 211.6—Lending Limits and Capital
Requirements

{(a) Acceptances of Edge corporations.
(1) Limitations. An Edge corporation shall be and
remain fully secured for:
(i) all acceptances outstanding in excess of 200 per
cent of its capital and surplus;
(ii) all acceptances outstanding for any one person
in excess of 10 per cent of its capital and surplus.
These limitations apply only to acceptances of the
types described in paragraph 7 of section 13 of the
FRA (12 U.S.C. 372).
(2) Exceptions. These limitations do not apply if the
excess represents the international shipment of
goods and the Edge corporation
(i) is fully covered by primary obligations to
reimburse it that are guaranteed by banks or
bankers, or
(ii) is covered by participation agreements from
other banks, as such agreements are described in
section 250.165 of this chapter.

(b) Loans and extensions of credit to one person.
(1) Limitations. Except as the Board may otherwise
specify: :
(i) the total loans and extensions of credit out-
standing to any person by an Edge corporation
engaged in banking and its direct or indirect
subsidiaries may not exceed 15 per cent of the
Edge corporation’s capital and surplus;!® and
(i) the total loans and extensions of credit to any
person by a foreign bank or Edge corporation
subsidiary of a member bank, and by majority-
owned subsidiaries of a foreign bank or Edge
corporation, when combined with the total loans
and extensions of credit to the same person by the
member bank and its majority-owned subsidiar-
ies, may not exceed the member bank’s limitation
on loans and extensions of credit to one person.

10. For purposes of this subsection, **subsidiary”’ includes subsid-
iaries controlled by the Edge corporation but does not include
companies otherwise controlled by affiliates of the Edge corporation.
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(2) “Loans and extensions of credit’’ means all
direct or indirect advances of funds to a person'!
made on the basis of any obligation of that person to
repay the funds. These shall include acceptances
outstanding not of the types described in paragraph
7 of section 13 of the FRA (12 U.S.C. 372); any
liability of the lender to advance funds to or on
behalf of a person pursuant to a guarantee, standby
letter of credit, or similar agreements; investments
in the securities of another organization except
where the organization is a subsidiary, and any
underwriting commitments to an issuer of securities
where no binding commitments have been secured
from subunderwriters or other purchasers.
(3) Exceptions. The limitations of paragraph (b)(1) of
this section do not apply to:
(i) deposits with banks and federal funds sold;
(ii) bills or drafts drawn in good faith against
actual goods and on which two or more unrelated
parties are liable;
(iii) any bankers’ acceptance of the kind described
in paragraph 7 of section 13 of the FRA that is
issued and outstanding;
(iv) obligations to the extent secured by cash
collateral or by bonds, notes, certificates of in-
debtedness, or Treasury bills of the United States;
(v) loans and extensions of credit that are covered
by bona fide participation agreements; or
(vi) obligations to the extent supported by the full
faith and credit of the following:
(A) the United States or any of its departments,
agencies, establishments, or wholly-owned cor-
porations (including obligations to the extent
insured against foreign political and credit risks
by the Export-Import Bank of the United States
or the Foreign Credit Insurance Association),
the International Bank for Reconstruction and
Development, the International Finance Corpo-
ration, the International Development Associa-
tion, the Inter-American Development Bank,
the African Development Bank, or the Asian
Development Bank;
(B) any organization if at least 25 per cent of
such an obligation or of the total credit is also
supported by the full faith and credit of, or
participated in by, any institution designated in
paragraph (b)(3)(v)}(A) of this section in such
manner that default to the lender will necessari-

11. In the case of a foreign government, these include loans and
extensions of credit to the foreign govdérnment’s departments or
agencies deriving their current funds principally from general tax
revenues. In the case of a partnership or firm, these include loans and
extensions of credit to its members and, in the case of a corporation,
these include loans and extensions of credit to the corporation’s
affiliates where the affiliate incurs the liability for the benefit of the

corporation.

ly include default to that entity. The total loans
and extensions of credit under this subpara-
graph to any person shall at no time exceed 100
per cent of the capital and surplus of the Edge
corporation.

(c) Capitalization. An Edge corporation shall at all
times be capitalized in an amount that is adequate in
relation to the scope and character of its activities. In
the case of an Edge corporation engaged in banking,
its capital and surplus shall be not less than 7 per cent
of risk assets. For this purpose, subordinated capital
notes or debentures, in an amount not to exceed 50 per
cent of non-debt capital, may be included for deter-
mining capital adequacy in the same manner as for a
member bank; risk assets shall be deemed to be all
assets on a consolidated basis other than cash,
amounts due from banking institutions in the United
States, United States Government securities, and Fed-
eral funds sold.

Section 211.7—Supervision and Reporting

(a) Supervision.

(1) Foreign branches and subsidiaries. Organiza-
tions conducting international banking operations
under this Subpart shall supervise and administer
their foreign branches and subsidiaries in such a
manner as to ensure that their operations conform to
high standards of banking and financial prudence,
Effective systems of records, controls, and reports
shall be maintained to keep management informed
of their activities and condition. Such systems
should provide, in particular, information on risk
assets, liquidity management, and operations of
controls and conformance to management policies.
Reports on risk assets should be sufficient to permit
an appraisal of credit quality and assessment of
exposure to loss, and for this purpose provide full
information on the condition of material borrowers.
Reports on the operations of controls should include
internal and external audits of the branch or subsid-
iary.

(2) Joint ventures. Investors shall maintain sufficient
information with respect to joint ventures to keep
informed of their activities and condition. Such
information shall include audits and other reports on
financial performance, risk exposure, management
policies, and operations of controls. Complete infor-
mation shall be maintained on all transactions with
the joint venture by the investor and its affiliates.
(3) Availability of reports to examiners. The reports
and information specified in paragraphs (a)(1) and
(2) of this section shall be made available to examin-
ers of the appropriate bank supervisory agencies.
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(b) Examinations. Examiners appointed by the Board
shall examine each Edge corporation once a year. An
Edge corporation shall make available to examiners
sufficient information to assess its condition and oper-
ations and the condition and activities of any organiza-
tion whose shares it holds.

(c) Reports.
(1) Reports of condition. Each Edge corporation
shall make reports of condition to the Board at such
times and in such form as the Board may prescribe.
The Board may require that statements of condition
or other reports be published or made available for
public inspection.
(2) Foreign operations. Edge and Agreement corpo-
rations, member banks, and bank holding compa-
nies shall file such reports on their foreign opera-
tions as the Board may require.
(3) Acquisition or disposition of shares. A member
bank, Edge or Agreement corporation or a bank
holding company shall report in a manner prescribed
by the Board any acquisition or disposition of
shares.

(d) Filing and processing procedures.

(1) Unless otherwise directed by the Board, applica-
tions, notifications, and reports required by this part
shall be filed with the Federal Reserve Bank of the
district in which the parent bank or bank holding
company is located or, if none, the Federal Reserve
Bank of the district in which the applying or report-
ing institution is located. Instructions and forms for
such applications, notifications and reports are
available from the Federal Reserve Banks.

(2) The Board shall act on an application or notifica-
tion under this Subpart within 60 calendar days after
the Reserve Bank has accepted the application or
notification unless the Board notifies the investor
that the 60-day period is being extended and states
the reasons for the extension.

3. Subpart B of 12 C.F.R. Part 211 is amended by
revising sections 211.23(b) and 211.23(f) to read as
follows:

Subpart B—Foreign Banking Organizations

* k% k%

Section 211.23—Nonbanking Activities of
Foreign Banking Organizations

(a) ® ok %
(b) Qualifying foreign banking organizations. Unless

specifically made eligible for the exemptions by the
Board, a foreign banking organization shall qualify for

the exemptions afforded by this section only if, disre-

garding its United States banking, more than half of its

worldwide business is banking; and more than half of

its banking business is outside the United States.! In

order to qualify, a foreign banking organization shall:

(1) meet at least two of the following requirements:
(i) banking assets held outside the United States
exceed total worldwide nonbanking assets;
(ii) revenues derived from the business of banking
outside the United States exceed total revenues
derived from its worldwide nonbanking business;
or
(iii) net income derived from the business of
banking outside the United States exceeds total
net income derived from its worldwide nonbank-
ing business; and
(2) meet at least two of the following requirements:

(i) banking assets held outside the United States
exceed banking assets held in the United States;
(ii) revenues derived from the business of banking
outside the United States exceed revenues de-
rived from the business of banking in the United
States; or
(iii) net income derived from the business of
banking outside the United States exceeds net
income derived from the business of banking in
the United States.

LI I

(c)***
(d)***
(e)***

(f) Permissible activities and investments. A foreign
banking organization that qualifies under paragraph (b)
of this section may:

* ok ok ok ok

(5) Own or control voting shares of a foreign compa-
ny that is engaged directly or indirectly in business
in the United States other than that which is inciden-
tal to its international or foreign business, subject to
the following limitations:
(i) more than 50 per cent of the foreign company’s
consolidated assets shall be located, and consoli-
dated revenues derived from, outside the United
States;

1. None of the assets, revenues, or net income, whether held or
derived directly or indirectly, of a subsidiary bank, branch, agency,
commercial lending company, or other company engaged in the
business of banking in the United States (including any territory of the
United States, Puerto Rico, Guam, American Samoa, or the Virgin
Islands) shall be considered held or derived from the business of
banking ‘‘outside the United States.”
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(ii) the foreign company shall not directly under-
write, sell, or distribute, nor own or control more
than 5 per cent of the voting shares of a company
that underwrites, sells, or distributes securities in
the United States except to the extent permitted
bank holding companies;

(iii) if the foreign company is a subsidiary of the
foreign banking organization, the foreign compa-
ny must be, or control, an operating company and
its direct or indirect activities in the United States
shall be subject to the following limitations:

LI T 2

AMENDMENTS TO RULES REGARDING
DELEGATION OF AUTHORITY

The Board of Governors is amending 12 C.F.R. Part
265, its Rules Regarding Delegation of Authority, to
delegate to the Federal Reserve Banks authority to act
on applications by U.S. banking organizations to es-
tablish Edge corporations. It is anticipated that this
delegation of authority will aid in the expeditious
processing of applications to establish Edge corpora-
tions.

Effective September 27, 1985, the Board hereby
amends 12 C.F.R. 265 as follows:

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

Authority: Sec. 11, 38 Stat. 261; 12 U.S.C. 248.

2. § 265.2(f) is amended by adding paragraph (47) to
read as follows:

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

(f)# * ¥
(47) Under section 25(a) of the Federal Reserve Act
and Subpart A of the Board’s Regulation K, to
approve applications by a United States banking
organization to establish an Edge corporation if all
the following criteria are met:
(i) The U.S. banking organization meets capital
adequacy guidelines and is otherwise in satisfac-
tory condition;
(ii) The proposed Edge corporation will be a
wholly-owned subsidiary of a single banking orga-
nization; and
(iii) No other significant policy issue is raised on
which the Board has not previously expressed its
view,

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

Orders Issued Under Section 3 of Bank Holding
Company Act

Central Wisconsin Bankshares, Inc.
Wausau, Wisconsin

Order Approving the Acquisition of a Bank

Central Wisconsin Bankshares, Inc., Wausau, Wis-
consin, a bank holding company within the meaning of
the Bank Holding Company Act (‘‘Act’’), has applied
for the Board’s approval under section 3(a)(3) of the
Act (12 U.S.C. § 1842(a)(3)) to acquire at least 80
percent of the outstanding voting shares of Central
National Bank of Wausau, Wausau, Wisconsin
(**Bank™).

Notice of the application, affording an opportunity
for interested persons to submit comments, has been
given in accordance with section 3(b) of the Act. The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived, including comments from Peoples State Bank,
Wausau, Wisconsin (“‘Protestant’™’), in light of the
factors set forth in section 3(c) of the Act (12 U.S.C.
§ 1842(c)).

Applicant, the eighth largest commercial banking
organization in Wisconsin, controls nine subsidiary
banks with total deposits of $481.6 million, represent-
ing 1.6 percent of the total deposits in commercial
banks in Wisconsin.! Bank, which is one of the smaller
banking organizations in Wisconsin, controls deposits
of $16.4 million, which represents approximately 0.1
percent of the total deposits in commercial banks in
the state. Upon consummation of this proposal, Appli-
cant would control 1.7 percent of the total deposits in
commercial banks in the state and Applicant’s rank
among commercial banking organizations would be
unchanged. Consummation of this proposal would not
have any significant effect on the concentration of
banking resources in Wisconsin.

This application represents the third attempt by
Applicant to acquire Bank. The Board denied Appli-
cant’s application to acquire Bank in 19662 and again
in 1976.% The Board’s earlier denials were based on the
competitive effects of the acquisition of Bank by

1. Banking data are as of December 31, 1984.

2. Central Wisconsin Bankshares, Inc., 52 FEDERAL RESERVE
BULLETIN 29 (1966).

3. Central Wisconsin Bankshares, Inc., 62 FEDERAL RESERVE
BULLETIN 538 (1976).
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Applicant in the Wausau area, where Applicant al-
ready controlled two banks. Applicant has asserted
that the competitive circumstances have changed in
the relevant banking market such that consummation
of the proposal would not have substantially anticom-
petitive effects in any relevant banking market.

The Board has considered the record of this case
and has determined that the effect of the proposed
acquisition is not likely substantially to lessen compe-
tition in any relevant banking market. This conclusion
is based on the following facts and circumstances.

Relevant Market

In its consideration of Applicant’s proposal to acquire
Bank in 1976, the Board determined that the relevant
market consisted of the Wausau Ranally Metro Area
(“‘RMA’"), which included those portions of Marathon
County near the cities of Wausau, Schofield and
Rothschild, but did not include any portion of Lincoln
County. Upon examination of all current relevant
economic information, however, the Board believes
that the relevant market within which to evaluate the
pending application is larger than the Wausau RMA.

In the nine years since the Board’s previous denial,
the Wausau area has undergone significant changes,
and the area served by Applicant’s subsidiary banks in
the Wausau area and Bank has expanded. The record
indicates that a significant number of the residents in
the southern portion of Lincoln County commute into
Marathon County. This commuting pattern is assisted
by the existence of a four-lane limited access highway
between the city of Wausau and the city of Merrill,
which is in the center of Lincoln County. The record
also shows that there is significantly less commuting
from north of Merrill into the southern portion of
Lincoln County and Marathon County. Based on these
and other facts of record, the Board has determined
that the relevant market within which to evaluate the
competitive effects of this proposal consists of Mara-
thon County (less the townships of Holton, Hull,
Brighton, Spencer, McMillan and Day) and the south-
ern half of Lincoln County.

Competitive Factors

Applicant is the largest of 15 commercial banking
organizations in the Wausau banking market, control-
ling two banks with deposits of $217 million, repre-
senting 32.7 percent of the total deposits in commer-
cial banks in the market.* Bank, which was formed in
1965 by principals of Applicant, is the 13th largest
banking organization in the relevant market with de-

4. Market data are as of December 31, 1984.

posits of $16.4 million, representing 2.5 percent of the
total deposits in commercial banks therein. Upon
consummation of the transaction, Applicant would
control 35.2 percent of the total deposits in commer-
cial banks in the relevant banking market.

The four largest commercial banks in the Wausau
banking market control 59.1 percent of the total depos-
its in commercial banks in the market, which would
increase to 61.6 upon consummation of the proposal.
The Herfindahl-Hirchsman Index (HHI) of the market
is 1479 and would increase by 164 points to 1643 upon
consummation of the proposal.’ Thus, the market is
not highly concentrated and would not become highly
concentrated upon consummation of the transaction.

Although the proposed acquisition would eliminate
some existing competition between Applicant and
Bank in the Wausau banking market, the Board has
considered the fact that Bank was formed de novo by
Applicant’s principals in 1965. The record also shows
that shareholders of Applicant control 77 percent of
the voting stock of Bank. In the Board’s view, this
ownership structure limits the amount of competition
that exists between Applicant and Bank. Moreover,
the Board believes that the competitive effects of the
transaction are mitigated by a number of other facts of
record including the following.

First, the record shows that thrift institutions are
significant competitors of commercial banks in the
Wausau banking market.s Four thrift institutions com-
pete in the Wausau banking market, two of which are
the second and third largest financial institutions in the
market. These institutions hold deposits of $213.6
million, representing 25.9 percent of the total deposits
in the market. All of the thrift institutions offer trans-
action accounts, including NOW and Super NOW
accounts and money market accounts, in addition to
their traditional time and savings deposit services. The
thrift institutions also offer commercial real estate
loans, other commercial loans and commercial check-
ing accounts. In view of these facts, the Board be-
lieves that thrift institutions should be accorded signif-

S. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (1984)), a market in which the post-merger
HHI is between 1000 and 1800 is considered moderately concentrated,
and the Department is likely to challenge a merger that increases the
HHI by more than 100 points, unless other facts of record indicate that
the merger is not likely substantially to lessen competition. The
Department has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other factors
indicating anticompetitive effect) unless the post-merger HHI is at
least 1800 and the merger increases the HHI by at least 200 points.
The Department has not indicated any objection to this proposal.

6. The Board has previously determined that thrift institutions have
become, or at least have the potential to become, major competitors of
commercial banks. NCNB Corporation, 70 FEDERAL RESERVE BuL-
LETIN 225 (1984); Sun Banks, Inc., 69 FEDERAL RESERVE BULLETIN
934 (1983); Merchants Bancorp, Inc., 69 FEDERAL RESERVE BULLE-
TIN 865 (1983); First Tennessee National Corporation, 69 FEDERAL
RESERVE BULLETIN 298 (1983).
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icant weight when evaluating the competitive effects of
this proposal.” In further mitigation of the anticompeti-
tive effects of this proposal, the Board has considered
the relatively small size of Bank, and the fact that 13
commercial banking organizations would remain in the
market upon consummation of the proposal.

Finally, the Board notes that in its previous denials
of Applicant’s acquisition of Bank, the Board empha-
sized Applicant’s dominant position in what was then
a highly concentrated market. In 1976, Applicant
controlled 53 percent of the total deposits in commer-
cial banks in the market, and the three-firm concentra-
tion ratio in the market was 77 percent. Approval of
the acquisition at that time would have increased the
three-firm concentration ratio to 79 percent and solidi-
fied Applicant’s dominance of the market. As noted,
the record shows that the share of the commercial
bank deposits in the Wausau RMA held by Applicant
has declined steadily since 1964.2 In addition, as
discussed above, the relevant market has expanded
and is no longer considered highly concentrated. Thus,
it does not appear that approval of the application
would have the effect of solidifying Applicant in a
dominant position in a highly concentrated market.

In view of the facts discussed above, with particular
reference to the changes in the definition of the market
and the competition afforded by thrift institutions, the
Board has determined that consummation of this pro-
posal is not likely to have a significant adverse effect
on existing competition in any relevant market.

The Board has considered the comments of Protes-
tant in opposition to the proposed transaction. Protes-
tant asserts that consummation of the transaction
would have substantial adverse effects on existing
competition in the Wausau banking market. Protestant
also requests that the Board hold a hearing on the
application. .

With regard to Protestant’s request for a hearing,
section 3(b) of the Act does not require the Board to
hold a hearing concerning an application unless the
appropriate banking authority makes a timely written
recommendation of denial of the application. In this
case, no such recommendation of denial has been
received from the Comptroller of the Currency and
thus no hearing is required. Under the Board's Rules
of Procedure, however, the Board may order a hearing
in its discretion. In order to determine whether a
hearing would be appropriate and to avoid undue

7. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, the pre-acquisi-
tion four-firm concentration ratio would be 50.7 percent and the HHI
would be 1154. Applicant’s and Bank's market shares would be 27.9
and 2.] percent, respectively. Upon consummation, the four-firm
concentration ratio would be 52.8 percent and the HHI would increase
117 points to 1269.

8. Applicant controiled 65.1 percent of the deposits in the Wausau
RMA in 1964, 53.0 percent in 1974, and 45.3 percent in 1984.

regulatory delays in the processing of applications
under the Act, the Board’s Rules require that a hearing
request include a statement of why a written presenta-
tion would not suffice in lieu of a hearing, identifying
specifically any questions of fact that are in dispute
and summarizing the evidence that would be presented
at a hearing. 12 C.F.R. § 262.3(e).

Protestant’s submissions do not identify any ques-
tions of fact in dispute or summarize or indicate the
evidence that they would present at a hearing. Rather,
Protestant’s hearing request is based solely on the
Board's previous denials of Applicant’s applications to
acquire Bank and has not been augmented with any
facts or other evidence. The Board has reviewed the
submissions of Protestant and Applicant, and other
material in the record, and, based on this review, the
Board does not believe that a hearing is warranted or
appropriate. Accordingly, the Board hereby denies
Protestant’s request for a hearing.

Protestant asserts that the competitive issues con-
cerning this application ‘‘are almost identical to the
issues presented at the times of the previous applica-
tions,”’ and asserts that approval of the application
would have a chilling effect on the development of
bank competition in the relevant market. However, as
discussed above, the Board has evaluated the signifi-
cant changes that have occurred in the competitive
environment of the relevant market and has conciuded
that the competitive effects of the proposal would not
warrant denial of the application. Protestant has of-
fered no facts or other evidence that would alter this
conclusion. Thus, the Board has determined that Prot-
estant’s objections are without merit,

The financial and managerial resources of Applicant
and Bank are satisfactory and their prospects appear
favorable. Considerations relating to the convenience
and needs of the community to be served also are
consistent with approval.

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved for the reasons set forth
above. The transaction shall not be consummated
before the thirtieth calendar day following the effective
date of this Order, or later than three months after the
effective date of this Order, unless such period is
extended for good cause by the Board or the Federal
Reserve Bank of Chicago, acting pursuant to delegated
authority.

By order of the Board of Governors, effective
September 16, 1985.

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

WiLLiaM W. WILES

[sEAL] Secretary of the Board



898 Federal Reserve Bulletin O November 1985

First Security Corporation of Kentucky
Lexington, Kentucky

Order Approving Acquisition of a Bank Holding
Company

First Security Corporation of Kentucky, Lexington,
Kentucky, a bank holding company within the mean-
ing of the Bank Holding Company Act of 1956, as
amended (12 U.S.C. §§ 1841 er seq.) (“‘Act™), has
applied for the Board’s approval under section 3(a)(3)
of the Act (12 U.S.C. § 1842(a)(3)) to acquire all of the
voting shares of the successor by merger to Clark
County Bancorporation, Inc., Winchester, Kentucky
(‘‘Company’’), a bank holding company within the
meaning of the Act, and thereby indirectly to acquire
Clark County Bank, Inc., Winchester, Kentucky
(‘“‘Bank™).

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

Applicant is the fourth largest banking organization
in Kentucky, controlling one bank with deposits of
$603.1 million, representing 3.2 percent of the total
deposits in commercial banks in the state.2 Company,
the 56th largest banking organization in the state,
controls deposits of $68.6 million, representing 0.3
percent of the total deposits in commercial banks in
Kentucky. Upon consummation of the proposed ac-
quisition, Applicant would control total deposits of
$671.7 million, representing 3.6 percent of the total
deposits in commercial banks in Kentucky, and would
remain the state’s fourth largest commercial banking
organization. The proposed transaction would have no
significant effect on the concentration of banking re-
sources in Kentucky.

Applicant’s subsidiary bank competes with Bank in
the Lexington banking market.? Applicant is the larg-
est banking organization in the Lexington market,
controlling 27.3 percent of the total deposits in com-

1. Applicant has also applied under section 3(a)(1) of the Act
(12 U.S.C. § 1842(a)(1)) for approval to merge is wholly-owned
subsidiary, New Clark County Bancorporation, Inc. (‘‘New Clark’’),
with Company, thereby causing New Clark to become a bank holding
company. New Clark is of no significance except as a means to
facilitate the acquisition of Bank.

2. Banking data are as of March 31, 1985. State deposit rankings are
based on deposit data as of December 31, 1984,

3. The Lexington banking market comprises Fayette, Scott, Wood-
ford, Jessamine, Bourbon, and Clark Counties, all in Kentucky.

mercial banks in the market. Company is the ninth
largest commercial banking organization in the market
and controls 3.1 percent of the total deposits in com-
mercial banks in the market. Upon acquisition of
Company, Applicant would remain the largest banking
organization in the Lexington market, and would
control 30.4 percent of the deposits in commercial
banks in the market. The share of deposits held by the
four largest commercial banking organizations in the
Lexington banking market is 56 percent and would
increase to 59.1 percent upon consummation of the
proposed transaction. The market’s Herfindahl-
Hirschman Index (‘‘HHI"’) is 1181 and would increase
by 169 points to 1350.4

Although the proposed acquisition would eliminate
existing competition between Applicant and Compa-
ny, the Board notes that the market would not become
highly concentrated as a result of this transaction and
that 20 commercial banking organizations would re-
main in the market as alternative providers of banking
services. In addition, the facts of record indicate that
the concentration of banking resources in the Lexing-
ton market and Applicant’s share of the market’s
commercial bank deposits have declined significantly
since 1980.5

The effect of this transaction on competition in the
Lexington market is further mitigated by the competi-
tion offered by thrift institutions.¢ The ten thrift insti-
tutions in the market hold deposits of $406.5 million,
representing 15.9 percent of the total deposits in the
market. Almost all of these institutions provide NOW
accounts and make consumer loans, and four of the
institutions are actively engaged in commercial lend-
ing. In view of these facts, the Board considers the
presence of thrift institutions as a factor in assessing
the competitive effects of the proposed transaction,
and has determined that consummation of the pro-
posed transaction is not likely to have a significant

4. Under the revised Department of Justice Merger Guidelines (49
Federal Register 26,823 (1984)), a market in which the post-merger
HHI is between 1000 and 1800 is considered moderately concentrated,
and the Department is likely to challenge a merger that increases the
HHI by more than 100 points, unless other facts of record indicate that
the merger is not likely substantially to lessen competition. The
Department has informed the Board, however, that a bank merger or
acquisition generally will not be challenged (in the absence of other
factors indicating an anticompetitive effect) unless the post-merger
HHI is at least 1800 and the merger increases the HHI by at least 200
points.

The Department has not indicated any objection to this proposal.

5. The HHI decreased from 1400 to 1181 and Applicant’s share of
deposits fell from 31.7 percent to 27.3 percent between June 30, 1980,
and March 31, 1985.

6. The Board has previously determined that thrift institutions have
become, or at least have the potential to become, major competitors of
banks. NCNB Corporation, 70 FEDERAL RESERVE BULLETIN 225
(1984); Sun Banks, Inc., 69 FEDERAL RESERVE BULLETIN 934 (1983);
First Tennessee National Corporation, 69 FEDERAL RESERVE BULLE-
TIN 298 (1983).
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adverse effect on existing competition in the Lexing-
ton market.’

The financial and managerial resources and future
prospects of Applicant, its subsidiary bank, and Bank
are consistent with approval of the applications. Con-
siderations relating to the convenience and needs of
the communities to be served also are consistent with
approval.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the pro-
posed acquisition would be in the public interest and
that the applications should be approved. According-
ly, the applications are approved for the reasons
summarized above. The transaction shall not be con-
summated before the thirtieth calendar day following
the effective date of this Order, or later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Reserve Bank of Cleveland, acting
pursuant to delegated authority.

By order of the Board of Governors, effective
September 30, 1985.

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

JAMES MCAFEE
[SEAL] Associate Secretary of the Board
Hastings Bancbrp, Inc.
Omaha, Nebraska

Order Approving Formation of a Bank Holding
Company

Hastings Bancorp, Inc., Omaha, Nebraska, has ap-
plied for the Board’s approval pursuant to section
3(a)(1) of the Bank Holding Company Act (12 U.S.C.
§ 1842(a)(1)) (‘*Act’’) to become a bank holding com-
pany by acquiring 96.7 percent of the voting shares of
Hastings State Bank, Hastings, Nebraska (‘‘Bank’’).

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

Applicant, a non-operating corporation with no sub-
sidiaries, was organized under the laws of Nebraska

7. If 50 percent of the deposits held by thrift institutions were
included in the calculation of market concentration, Applicant’s post-
acquisition share of the market’s deposits would be 27.9 percent.
Upon consummation of the proposed acquisition, the four-firm con-
centration ratio would increase from 51.3 to 54.2 percent and the HH!
would increase by 143 points to 1149.

for the purpose of becoming a bank holding company
by acquiring Bank, which holds aggregate deposits of
$31.3 million.! Upon acquisition of Bank, Applicant
would control one of the smaller commercial banking
organizations in Nebraska with approximately 0.2
percent of the total deposits in commercial banks in
the state.

Bank is the third largest of five commercial banking
organizations in the Adams County banking market?
and holds approximately 9.7 percent of the total de-
posits in commercial banks therein. Neither Applicant
nor any of its principals is associated with any other
banking organization in the market. Consummation of
this transaction would not result in any adverse effects
upon competition or increase the concentration of
banking resources in any relevant area.

The financial and managerial resources and future
prospects of Applicant and Bank are regarded as
consistent with approval, especially in light of commit-
ments made by Applicant’s principals in connection
with this application. Considerations relating to the
convenience and needs of the community to be served
are also consistent with approval of the application.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the trans-
action would be in the public interest and that the
application should be approved. On the basis of the
record, the application is approved for the reasons
summarized above. The transaction shall not be con-
summated before the thirtieth calendar day following
the effective date of this Order, or later than three
months following 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,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
September 23, 1985.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Moore Financial Group Incorporated
Boise, Idaho
Order Approving the Acquisition of a Bank

Moore Financial Group Incorporated, Boise, Idaho, a
bank holding company within the meaning of the Bank

1. All banking data are as of December 31, 1984.
2. The Adams County banking market is approximated by Adams
County, Nebraska.
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Holding Company Act of 1956, as amended (‘*Act’’),
has applied for the Board’s approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to acquire
100 percent of the voting shares of Continental Bank
and Trust Company, Salt Lake City, Utah (‘“‘Bank’).!

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

Applicant has banking subsidiaries in Idaho and
Oregon with consolidated assets of $2.9 billion and
total domestic deposits of $2.5 billion.? Upon acquisi-
tion of Bank, Applicant would control the seventh
largest banking organization in Utah with 2.8 percent
of the total deposits in commercial banks in the state.?

Section 3(d) of the Act prohibits the Board from
approving an application by a bank holding company
to acquire any bank located outside of the state in
which operations of the bank holding company’s sub-
sidiaries are principally conducted, unless the acquisi-
tion is ‘‘specifically authorized by the statute laws of
the State in which such bank is located, by language to
that effect and not merely by implication.’’ (12 U.S.C.
§ 1842(d)).

Utah law expressly allows reciprocal acquisitions
between Utah depository institutions and depository
institutions whose operations are principally conduct-
ed in 11 other states, provided that the terms and
conditions imposed by the other states are substantial-
ly comparable to those imposed by the Utah statute.*
Applicant’s banking subsidiaries conduct their busi-
ness principally in Idaho, one of the 11 states express-
ly set forth in the Utah statute. It appears that under
the Idaho statute a Utah banking organization may
acquire an Idaho banking organization under substan-
tially comparable terms and conditions as those im-
posed by the Utah statute.’ By Order dated June 12,
1985, the Commissioner of the Utah Department of
Financial Institutions determined that the Idaho law
satisfies the substantial comparability requirement of
the Utah law. Accordingly, the Board has determined
that the proposed acquisition conforms with Utah law

1. Applicant has also applied for approval to merge its wholly-
owned subsidiary, Continental Interim Bank, with and into Bank.
Continental Interim Bank is being organized solely as a means to
facilitate the acquisition of voting shares of Bank by Applicant.

2. Banking data are as of March 31, 1985.

3. Banking data are as of September 30, 1984,

4. Utah Code Ann. §§ 7-1-102, et seq.

5. Idaho Code, § 26-2601, et seq.

and is expressly authorized by the statute laws of
Utah.

Bank operates in the Salt Lake City Metropolitan
banking market.s It is the seventh largest of 28 com-
mercial banking organizations in the market, control-
ling $200 million in deposits, representing 5.6 percent
of total deposits in commercial banks in the market.
Applicant owns an industrial loan company, Moore
Financial of Utah, which has deposits of approximate-
ly $62 million in the market. Applicant is also repre-
sented in the market by two nonbanking subsidiaries,
Moore Financial Services (‘‘MFS’’) and Moore Trust
Company (*‘MTC’’), which provide commercial loan
and trust services, respectively. The market shares of
MFS and MTC are de minimis. Accordingly, the
Board concludes that consummation of the proposed
acquisition would not resuit in any adverse effects
upon competition or increase the concentration of
resources in any relevant area.

The financial and managerial resources of Applicant
and Bank are considered satisfactory and their pros-
pects appear favorable. The Board has also deter-
mined that considerations relating to the convenience
and needs of the community to be served are consis-
tent with approval of the application. Affiliation with
Applicant would enable Bank to expand the scope and
array of its services. Accordingly, it is the Board’s
judgment that the proposed transactions would be in
the public interest and that the applications should be
approved.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be
and hereby are approved for the reasons set forth
above. The transactions shall not be consummated
before the thirtieth calendar day following the effective
date of this Order, or later than three months after the
effective date of this Order, unless such period is
extended by the Board or by the Federal Reserve
Bank of San Francisco, acting pursuant to delegated
authority,

By order of the Board of Governors, effective
September 27, 1985,

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

6. The Salt Lake City Metropolitan banking market is approximat-
ed by the Salt Lake City, Utah Metropolitan area. Market data are as
of June 30, 1983,
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Orders Issued Under Section 4 of the Bank
Holding Company Act

Baltimore Bancorp
Baltimore, Maryland

Order Approving Acquisition of a Stock Savings and
Loan Association

Baltimore Bancorp, Baltimore, Maryland, a bank
holding company within the meaning of the Bank
Holding Company Act (the “BHC Act’’), has applied
for the Board’s approval under section 4(c)(8) of the
BHC Act (12 U.S.C. § 1843(c)(8)), and section
225.23(a)(3) of the Board’s Regulation Y (12.C.F.R.
§ 225.23(a)(3)), to acquire all of the voting shares of
Charles Street Savings and Loan Association, Inc. (in
organization) (‘‘Charles Street’’), a Maryland char-
tered stock savings and loan association.

Charles Street would be the successor by merger to
Municipal Savings and Loan Association, Inc. (‘‘Mu-
nicipal’’), Baltimore, Maryland, a state chartered mu-
tual savings and loan association formerly privately
insured by the Maryland Savings-Share Insurance
Corporation (**MSSIC’’).! Baltimore Bancorp would
thereby engage in the activity of operating a savings
and loan association within Maryland. By virtue of this
proposal, Applicant also would acquire Municipal's
real estate development subsidiary, Towson Service
Corporation, Towson, Maryland. Although the Board
has not added the operation of a thrift institution to the
list of activities specified in section 225.25(b) of Regu-
lation Y as generally permissible for bank holding
companies, the Board has determined in several indi-
vidual cases that the operation of a thrift institution is
closely related to banking.?

As a result of amendments to the BHC Act con-
tained in the Garn-St Germain Depository Institutions
Act of 1982, section 4(c)(8) of the BHC Act provides
that the Board may dispense with the notice and
hearing requirements of section 4(c)(8) with regard to
the acquisition of a thrift institution if the Board finds
that an emergency exists that requires immediate
action and the primary federal regulator of the institu-

1. Charles Street has been organized solely to facilitate the acquisi-
tion of Municipal, which heretofore had been a mutual association.
Upon consummation of the proposed acquisition and the fulfillment of
certain regulatory requirements, Charles Street will resume opera-
tions under its original name of Municipal Savings and Loan Associa-
tion, Inc., and operate as a state-chartered federally insured stock
savings and loan association.

2. Seee.g., D.H. Baldwin & Co., 63 FEDERAL RESERVE BULLETIN
280 (1977); Interstate Financial Corp., 68 FEDERAL RESERVE BULLE-
TIN 316 (1982); Citicorp, 68 FEDERAL RESERVE BULLETIN 656 (1982);
Old Stone Corporation; 69 FEDERAL RESERVE BULLETIN 812 (1983).

tion concurs in this finding. (12 U.5.C. § 1843(c)(8);
12 C.F.R. §,225.23(i)). Municipal is a thrift institution
as that term is defined in section 2(i) of the BHC Act,
and Municipal does not have a federal regulator.

By letter dated September 24, 1985, the Director of
the Maryland Deposit Insurance Fund Corporation
requested that the Board act expeditiously on this
application in light of the recent events in Maryland
and the financial condition of Municipal. In this re-
gard, the Board notes that MSSIC-insured institutions
have experienced severe problems at least since mid-
May of this year. On May 9, 1985, the Attorney
General of Maryland announced that, because of
‘‘management problems™ at Old Court Savings and
Loan of Baltimore, one of the largest savings and loan
associations privately insured by the Maryland Sav-
ings-Share Insurance Corporation, a new managing
officer was being installed and an investigation was
being instituted. This announcement and the publicity
that followed created a severe liquidity crisis at several
MSSIC-insured institutions, and within four days after
the announcement conservators had been appointed to
manage the affairs of two MSSIC-insured institutions
and the Governor of Maryland had imposed withdraw-
al limitations of $1,000 per month on the remaining 100
MSSIC-insured institutions, including Municipal.

On May 17, 1985, the Maryland General Assembly,
meeting in emergency session, passed legislation
which, among other things, abolished MSSIC and
merged it into the state-funded Maryland Deposit
Insurance Fund Corporation (‘‘MDIFC’’) and re-
quired all institutions previously insured by MSSIC to
apply for insurance from the Federal Savings and
Loan Insurance Corporation (*‘FSLIC”’). Institutions
with assets over $40,000,000 were required to apply
for FSLIC insurance before June 1, 1985, in order
to retain insurance coverage from MDIFC and
were required to receive FSLIC insurance before
December 31, 198S5.

As of September 23, 1985, 79 of the 101 Maryland
Sé&Ls formerly insured by MSSIC were open on a full
service basis. Twenty-four of these S&Ls, with com-
bined assets of $4.6 billion, have received final approv-
al for FSLIC insurance. Sixteen S&Ls, with assets of
$514 million, have received conditional FSLIC ap-
proval.

The remaining 18 institutions, with combined assets
of $3 billion, remain subject to the Governor’s execu-
tive order limiting withdrawals and are not open for
full service. Municipal, with assets of $95 million as of
July 31, 1985, currently operates under these with-
drawal limitations and is not open on a full service
basis. Despite these individual account withdrawal
limitations, Municipal continues to experience sub-
stantial deposit outflows. In the event it would be
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required to write off its capital deposit in MSSIC,
Municipal would possess a negative net worth of at
least $1.6 million based upon the results of an exami-
nation conducted by the Federal Home Loan Bank
Board (““FHLBB’’). Municipal has applied for FSLIC
insurance and has been informed that it must raise
additional regulatory net worth equal to 5 percent of its
deposit liabilities in order to qualify for FSLIC insur-
ance. Conditional approval for FSLIC insurance will
not be granted until Municipal demonstrates that it has
a commitment to provide the necessary capital. If
Municipal does not receive federal insurance by De-
cember 31, 1985, it will be forced to liquidate by the
terms of Maryland General Assembly’s recent legista-
tion. Applicant, with total consolidated assets of ap-
proximately $1.8 billion as of June 30, 1985, has
commiitted to provide the necessary capital in order to
allow Municipal to qualify for FSLIC insurance and
avoid Municipal’s liquidation.

Consummation of Applicant’s proposal will remove
the threat of financial loss to the MDIFC with respect
to this institution, and will ensure the viability of
Municipal and its continued service to the conve-
nience and needs of its community. Moreover, the
Director of the MDIFC has indicated that Applicant’s
acquisition of Municipal is part of an overall effort to
restore full public confidence in the former MSSIC
thrift institutions.

In view of these and other facts of record, the Board
believes that an emergency exists that requires expedi-
tious action: to prevent Municipal’s liquidation; to
assure its restoration to permanent full service opera-
tion as soon as possible; and to contribute to the
process of achieving a resolution to the problems faced
by former MSSIC institutions generally. Accordingly,
the Board has determined that it is appropriate in this
instance to shorten the period for interested persons to
submit comments regarding this application. In this
regard, the Board promptly caused to be published
notice of the application in the Federal Register and in
a newspaper of general circulation in Baltimore City
and County, Maryland (the principal places of busi-
ness of Applicant and Municipal), and announced its
acceptance of the application in a press statement
released by the Board in Washington, D.C. These
notices provided interested persons until September
26, 1985, to comment on the application. Upon a
review of the comments received and in light of the
circumstances outlined above, the Board has deter-
mined to dispense with a hearing in this case.

As noted above, this application has been filed
under section 4(c)(8) of the BHC Act as a nonbanking
activity. The BHC Act defines a *‘bank”’ as an institu-
tion that accepts deposits that the depositor has a legal
right to withdraw on demand and that is engaged in the

business of making commercial loans. (12 U.S.C.
§ 1841(c)).

Municipal is, and will continue to be after the
proposed acquisition, a ‘‘thrift institution’ as that
term is defined in section 2(i) of the BHC Act.
(12 U.S.C. § 1841(i)). Prior to obtaining FSLIC insur-
ance, Municipal will not make commercial loans, and
subsequent to obtaining such insurance, will exercise
only those powers permitted to federally chartered
savings and loan associations. Thus, the acquisition of
Municipal qualifies as a nonbanking acquisition, and
after Municipal has obtained FSLIC insurance, it may
be retained by Applicant as a nonbanking institution
under the provisions of the Garn-St Germain Act,
which provide that any institution that is insured by
FSLIC is exempt from the definition of bank in the
BHC Act.

Applicant, with deposits of $1.3 billion as of
December 31, 1984, is the seventh largest banking
organization in Maryland, representing 6.3 percent of
aggregate bank deposits in the state. Both Applicant
and Company (with total deposits of $95.0 million as of
December 31, 1984)? operate in the Baltimore Ranally
Metro Area (*‘Baltimore RMA').4 Applicant is the
fourth largest depository institution among banks and
thrift institutions in the Baltimore RMA with total
deposits of $1.1 billion, representing 6.7 percent of
deposits in the market. Municipal ranks thirty-first
among the 162 depository institutions in the market,
with total deposits of $92.0 million representing ap-
proximately 0.5 percent of market deposits in banks
and thrift institutions. In the Board’s view, consum-
mation of this proposal would not substantially lessen
competition in the market.’ Indeed, the proposed
acquisition would have a substantial beneficial effect
on competition by ensuring the continued operation of
Municipal as an effective competitor.

Section 4(c)(8) of the BHC Act (12 U.S.C
§ 1843(c)(8)) authorizes a bank holding company to
acquire a nonbank company where the activities of the
nonbank company are determined by the Board to be
**so closely related to banking or managing or control-
ling banks as to be a proper incident thereto.”” The Act
provides that the Board may make such determina-
tions by order or by regulation. As earlier stated, the

3. Deposit outflows precipitated by Municipal's financial difficul-
ties reduced total deposits to an estimated $90.4 million as of May 31,
1985.

4. The Baltimore RMA is defined as the City of Baltimore, Balti-
more County, the northern tip of Anne Arundel County, the northern
part of Howard County, most of Carroll County, and the southwest
part of Harford County, all in Maryland. Market data are as of
June 30, 1984,

5. If thrifts were accorded full weight in the competitive analysis,
acquisition of Municipal by Applicant would raise the market's
Herfindahl-Hirschman Index only 7 points to 510.
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Board has determined previously that the operation of
a thrift institution is closely related to banking, and
reaffirms that determination in this Order.

With respect to the ‘‘proper incident’’ requirement,
section 4(c)8) of the BHC Act requires the Board to
consider whether the performance of the activity by an
affiliate of a holding company ‘‘can reasonably be
expected to produce benefits to the public, such as
greater convenience, increased competition, or gains
in efficiency that outweigh possible adverse effects,
such as undue concentration of resources, decreased
or unfair competition, conflicts of interests, or un-
sound banking practices.”’

In 1977, the Board considered the general question
whether savings and loan association (‘‘S&L"") activi-
ties are a proper incident to banking. At that time, the
Board determined that, as a general matter, S&L
activities are not a proper incident to banking because
the potential adverse effects of generally allowing
affiliations of banks and S&Ls were then sufficiently
strong to outweigh any public benefits that might
result in individual cases. (D.H. Baldwin & Co., 63
FEDERAL RESERVE BULLETIN 280 (1977)).

Because of the considerations elaborated in D.H.
Baldwin, the Board has not been prepared to permit
bank holding companies to acquire thrift institutions
on a general basis. However, the Board has consis-
tently regarded the BHC Act as authorizing the Board
to permit such an acquisition, and the Board has
approved several such proposals involving failing
thrift institutions on the basis that any adverse effects
of bank/thrift affiliations would be overcome by the
public benefits of preserving the failing thrift institu-
tions.¢ In addition, Congress has recognized the need
to allow bank holding companies to acquire failing
federally insured thrift institutions in the Garn-St
Germain Act.

The Board has reexamined, in the context of this
application, the general adverse factors cited in the
Board’s 1977 D.H. Baldwin decision, including regula-
tory conflict, erosion of institutional rivalry, and the
potential for undermining interstate banking prohibi-
tions. The Board has also considered the adverse
factors that might be associated with this particular
application,’ including the potential for unfair compe-
tition, conflicts of interests, financial risks, diversion
of funds, and participation in impermissible activities.

6. See e.g., F.N.B. Corporation, 71 FEDERAL RESERVE BULLETIN
340 (1985); The Chase Manhattan Corporation, 7t FEDERAL RESERVE
BULLETIN 462 (1985); Interstate Financial Corp., supra; and Citicorp,
supra.

7. As stated above, the Board has examined the competitive effects
associated with this particular application and has concluded that
there are no significant adverse effects associated with the proposed
acquisition.

In view of the unique circumstances that led to the
suspension of and subsequent restrictions on with-
drawals at Municipal and other privately insured insti-
tutions by the Governor of Maryland, the emergency
legislation recently enacted by the Maryland General
Assembly in an attempt to remedy the problems faced
by these institutions and their depositors, the need for
a prompt solution in this case, and the other consider-
ations detailed below, the Board has determined that
there are substantial benefits to the public associated
with preserving Municipal as a thrift competitor suffi-
cient to outweigh the generalized adverse effects found
by the Board in the D.H. Baldwin case.

The Board considers Applicant’s acquisition of Mu-
nicipal to be a substantial and compelling public bene-
fit in that Applicant will provide Municipal with suffi-
cient new capital funds to enable Municipal to
continue its operations and to remain a viable competi-
tor. The record establishes that Applicant has the
financial and managerial resources and commitment to
serving the convenience and needs of the public to
achieve this result. The acquisition will preserve a
competitor in the market served by Municipal, thus
ensuring the continuation of services by Municipal to
its customers and protecting the interests of Munici-
pal’s depositors.

The affiliation of Applicant and Municipal is not
likely to result in unfair competition. To guard against
possible adverse effects of affiliation in this case
between a banking organization and a savings and loan
association, including the potential for unfair competi-
tion and diversion of funds, the Board has determined
to condition its approval as follows:

1. Applicant will operate Municipal as a savings and

loan association having as its primary purpose the

provision of residential housing credit. Municipal
will limit its activities to those currently permitted to
federal savings and loan associations under the

Home Owners’ Loan Act, but shall not engage in

any activity prohibited to bank holding companies

and their subsidiaries under section 4(c)(8) of the

Bank Holding Company Act. As discussed below,

these limitations will apply to Municipal’s wholly-

owned service corporation.

2. Municipal will not establish or operate a remote

service unit at any location outside Maryland.

3. Municipal will not establish or operate branches

at locations not permissible for national or state

banks located in Maryland.®

8. The Federal Reserve Bank of Richmond is hereby delegated
authority to act on applications by Applicant to open additional offices
of Municipal under section 225.23(b)(1) of Regulation Y. (12 C.F.R.
§ 225.23(bX1)).
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4. Municipal will be operated as a separate, indepen-
dent, profit-oriented corporate entity and shall not
be operated in tandem with any other subsidiary of
Applicant. Applicant and Municipal will limit their
operations to effect this condition, and will observe
the following conditions:
a. No banking or other subsidiary of Applicant
will link its deposit-taking activities to accounts at
Municipal in a sweeping arrangement or similar
arrangement.
b. Neither Applicant nor any of its subsidiaries
will solicit deposits or loans for Municipal nor
shall Municipal solicit deposits or loans for any
other subsidiary of Applicant.
5. Applicant will not change Municipal’s name in
any manner that might confuse the public regarding
Municipal’s status as a nonbank thrift institution.
6. Municipal will not convert its charter to that of a
national or state commercial bank without the
Board’s prior approval.
7. To the extent necessary to insure independent
operation of Municipal and prevent the improper
diversion of funds, there shall be no transactions
between Municipal and Applicant or any of its
subsidiaries without the prior approval of the Feder-
al Reserve Bank of Richmond. This limitation en-
compasses the transfer, purchase, sale or loan of
any assets or liabilities, but does not include infu-
sions of capital from Applicant, the payment of
dividends by Municipal to Applicant, or the sale of
residential real estate loans from Municipal to any
subsidiary of Applicant. :
8. Baltimore Bancorp will cooperate with Municipal
in applying for and obtaining FSLIC insurance.

By virtue of this proposal, Applicant also will ac-
quire Municipal’s sole subsidiary, Towson Service
Corporation (*‘Service Corporation’’), Towson, Mary-
land. Service Corporation engages in impermissible
real estate development activities through equity inter-
ests in 10 joint ventures.® In any application by a bank
holding company to acquire a nonbanking organiza-
tion, the nonbanking organization ordinarily would be
required to divest any impermissible assets, or to
cease to engage in any impermissible activities, prior
to consummation of the acquisition. In view of the
emergency nature of this acquisition and the compel-

9. In this regard, the Board has received a written comment on this
application from counsel for several of Service Corporation’s joint
venture partners. The Board has carefully reviewed the comment and
has determined that it does not relate to, or appear to warrant denial
under, any of the factors specified in section 4 of the Bank Holding
Company Act.

ling public benefits provided thereby, the Board has
determined to grant Applicant’s request to retain Ser-
vice Corporation’s interest in certain real estate devel-
opment joint ventures for a two-year period.!® This
will allow for an orderly divestiture of these assets
without further loss to financially troubled Municipal
and also will avoid possible adverse consequences to
the MDIFC, the recently formed state insurance fund
which currently insures Municipal’s deposits.

The Board concludes that consummation of the
proposal, subject to the conditions set out above, may
reasonably be expected not to result in conflicts of
interests, unsound banking practices, undue concen-
tration of resources, or other adverse effects.

Based upon the foregoing and other facts and cir-
cumstances reflected in the record, the Board has
determined that the acquisition of Municipal by Appli-
cant would result in substantial and compelling public
benefits that are sufficient to outweigh any. adverse
effects that may reasonably be expected to result from
this proposal, including any potential adverse effects
of the affiliation of a commercial banking organization
with a thrift institution. Accordingly, the application is
approved subject to the conditions described in this
Order, and the record of the application.

The Board’s decision is further subject to the condi-
tions set forth in Regulation Y, including sections
225.4(d) and 225.23(b), and to the Board’s authority to
require such modification or termination of the activi-
ties of a holding company or any of its subsidiaries as
the Board finds necessary to assure compliance with,
or to prevent evasion of, the provisions and purposes
of the Act and the Board’s regulations and orders
issued thereunder. The transaction shall be made not
later than three months after the effective date of this
Order, unless that period is extended for good cause
by the Board or by the Federal Reserve Bank of
Richmond pursuant to authority hereby delegated.

By order of the Board of Governors, effective
September 30, 198S5.

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

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

10. This is consistent with the provisions of section 4 of the BHC
Act relating to the time for compliance by bank holding companies
with the nonbanking provisions of that act.
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The Chase Manhattan Corporation
New York, New York

Chase Manhattan National Corporation
New York, New York

Order Approving the Issuance of and Sale of
Payment Instruments; the Sale of U.S. Savings
Bonds; and the Issuance and Sale of Traveler's
Checks

The Chase Manhattan Corporation and Chase Manhat-
tan National Corporation, both of New York, New
York (together, known as ‘‘Chase Manhattan’’), bank
holding companies within the meaning of the Bank
Holding Company Act (*‘Act’’), have applied for the
Board's approval under section 4(c)(8) of the Act
(12 U.S.C. §1843(c)(®)) and sections 225.23 and
225.25(b)(12) of the Board’s Regulation Y (12 C.F.R.
§8 225.23 and 225.25(b)(12)) to engage de novo directly
or through a subsidiary, in the issuance and sale of
variably denominated payment instruments with a
maximum face value of $10,000; the issuance and sale
of traveler’s checks, and the sale of U.S. savings
bonds. The instruments will be sold by both affiliated
and unaffiliated institutions throughout the United
States.

Notice of the applications, affording interested per-
sons an opportunity to submit comments on the bal-
ance of public interest factors regarding the applica-
tions, has been published (50 Federal Register 31,427
(1985)). The time for filing comments has expired, and
the Board has considered the applications and all
comments received in light of the public interest
factors set forth in section 4(c)(8) of the Act.

Chase Manhattan controls total consolidated assets
of $86.4 billion, and is the second largest bank holding
company in the state of New York, based on total
domestic deposits.! Chase Manhattan operates four
commercial banks and also engages in a variety of
nonbanking activities, including mortgage banking and
futures commission merchant activities.

Chase Manhattan proposes to engage de novo in the
issuance and sale of variably denominated payment
instruments with a face value of up to $10,000. These
instruments will include money orders and will be
issued on a nationwide basis. Regulation Y includes on
the list of permissible nonbanking activities? the issu-
ance and sale of money orders and other similar
consumer-type payment instruments with a face value

1. Asset datum is as of March 31, 1985, and deposit datum is as of
December 31, 1984,
2. 12C.F.R. § 225.25(bX12).

not exceeding $1,000. The Board has previously ap-
proved applications to engage in the issuance of pay-
ment instruments with, a maximum face value of
$10,000. In its Orders, the Board found that an in-
crease in the denomination of such instruments would
not affect the fundamental nature of the payment
instruments, and the Board concluded that the issu-
ance and sale of the proposed instruments is closely
related to banking.3

In order to approve this application, the Board must
also find that the performance of the proposed activity
by a nonbank affiliate of Chase Manhattan ‘‘can rea-
sonably be expected to produce benefits to the public,
such as greater convenience, increased competition,
or gains in efficiency, that outweigh possible adverse
effects, such as undue concentration of resources,
decreased or unfair competition, conflicts of interests,
or unsound banking practices.”

Consumer-type payment instruments, such as tradi-
tional money orders, are marketed nationally on the
wholesale level by a few large organizations and
locally on the retail level by a wide variety of financial
and nonfinancial institutions. On the national scale,
the market is concentrated, being dominated by only a
few large organizations.* Entry into this business on a
national scale involves overcoming significant barriers
because a potential entrant must possess the capability
for managing the extensive sales and servicing opera-
tion necessary for handling a low unit-price, high-
volume product. Such capabilities frequently are asso-
ciated with banking organizations of significant size,
such as Chase Manhattan. Chase Manhattan's entry
into this market would result in increased competition
in this industry and may be expected ultimately to
result in increased prospects for some deconcentration
of the industry in the future. Accordingly, the Board
views Chase Manhattan’s proposal as procompetitive
and in the public interest insofar as it relates to the
issuance of instruments that are intended primarily for
use by consumers.

In its past consideration of the issuance of variably
denominated payment instruments, the Board has
been concerned that the issuance of such instruments
with a face value of over $1,000 would result in an
adverse effect on the reserve base. Because reserve
requirements serve as an essential tool of monetary
policy, the Board is concerned that this proposal may

3. BankAmerica Corporation, 70 FEDERAL RESERVE BULLETIN 364
(1984); See also, RepublicBank Corporation, 71 FEDERAL RESERVE
BULLETIN 724 (1985); Citicorp, 71 FEDERAL RESERVE BULLETIN 58
(1985).

4. Money orders are primarily used to transmit money by members
of the consumer public who do not or cannot maintain checking
accounts. Traditionally, money orders have a maximum face value
printed on the instrument, which is generally at or lower than the limit
set by Regulation Y.
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result in adverse effects due to the erosion of the
reservable deposits of the banking system.

In its BankAmerica Order, the Board decided that
BankAmerica and any other bank holding company
that receives approval to engage in this activity would
be required to file with the Board weekly reports of
daily data on this activity for use in conjunction with
measuring and interpreting the money stock and for
assessing the effects of the proposal on the reserve
base. The Board also determined to monitor closely
the effects of such proposals by bank holding compa-
nies on the Board’s conduct of monetary policy. If it
later appears that the result of such proposals is a
significant reduction in the reserve base or other
adverse effect on the conduct of monetary policy, the
Board may impose reserve requirements on such
transactions, pursuant to section 19 of the Federal
Reserve Act (12 U.S.C. § 461(a)) and the Board’s
Regulation D (12 C.F.R. Part 204).

The record shows that the sale of these larger-
denominated money orders by Chase Manhattan
would increase competition in this field and enhance
the convenience of the purchaser. The Board finds
that these instruments, which will be issued by a large
financial organization and will enjoy ready acceptabil-
ity, will provide benefits to the public.

Chase Manhattan also proposes to engage in the sale
and issuance of traveler’s checks and the sale of U.S.
savings bonds. The activities are permissible for bank
holding companies under the Board’s Regulation Y,
12 C.F.R. § 225.25(b)(12). Chase Manhattan’s entry
into these activities will provide greater convenience
and, in the case of traveler’s checks, provide an
additional source of competition in a field in which a
limited number of independent organizations are ac-
tive. Moreover, there is no evidence in the record that
consummation of this proposal would result in adverse
effects, such as unsound banking practices, unfair
competition, conflicts of interests, or an undue con-
centration of resources.

Based upon the foregoing and other considerations
reflected in the record, the Board has determined that
the balance of the public interest factors it is required
to consider under section 4(c)(8) is favorable. This
determination is subject to all of the conditions set
forth in Regulation Y, including sections 225.4(d) and
225.23(b), and to the Board’s authority to require such
modification or termination of the activities of a hold-
ing company or any of its subsidiaries as the Board
finds necessary to assure compliance with the provi-
sions and purposes of the Act and the Board's regula-
tions and orders issued thereunder, or to prevent
evasion thereof.

The activity approved hereby shall be commenced
not later than three months after the effective date of

this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
New York, acting pursuant to delegated authority.

By order of the Board of Governors, effective
September 4, 1985,

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

JAMES MCAFEE

[sEAL] Associate Secretary of the Board

IntraWest Financial Corporation
Denver, Colorado

Order Approving Acquisition of Shares of IntraWest
Insurance Company

IntraWest Financial Corporation, Denver, Colorado, a
bank holding company within the meaning of the Bank
Holding Company Act (‘‘Act’’), has applied for the
Board’s approval pursuant to section 4(c)(8) of the Act
(12 U.S.C. § 1843(c)(8)) and section 225.23(a)(1) of the
Board’s Regulation Y (12 C.F.R. § 225.23(a)(1)), to
acquire 75.1 percent of the voting shares of IntraWest
Insurance Company (‘‘Company’’), Northglenn, Colo-
rado, a de novo joint venture. The remaining 24.9
percent of Company’s voting shares would be ac-
quired by American Bankers Life Assurance Compa-
ny (‘‘American Bankers’’), Miami, Florida. Company
proposes to engage in the activity of underwriting, as
reinsurer, credit life and credit accident and health
insurance written in connection with extensions of
credit by Applicant and its lending subsidiaries. Com-
pany’s activities initially will be conducted at the
Colorado offices of Applicant and its subsidiaries.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (50 Federal Register 26,269 (1985)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the Act.

Applicant, through Company, proposes to engage in
insurance underwriting activities to the extent those
activities are generally permissible for bank holding
companies in the Board's Regulation Y, 12 C.F.R.
§ 225.25(b)(9). Section 225.25(b)(9) of Regulation Y
authorizes bank holding companies to underwrite
credit life insurance and credit accident and health
insurance that is directly related to extensions of credit
by the bank holding company system. The regulation
requires that an applicant must offer premium rate
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reductions or equivalent public benefits in order to
engage in this activity. (12 C.F.R. § 225.25(b)(9) n.7.)
Applicant has committed to offer the required rate
reductions.

Applicant, with consolidated assets of $1.1 billion as
of June 30, 1985, controls 15 banking subsidiaries
throughout Colorado. Applicant also controls 3 non-
bank subsidiaries engaged in leasing, mortgage lending
and credit-related insurance agency activities. Ameri-
can Bankers, a direct insurance writer, offers credit
life and disability policies in 49 states through 6,000
agents, most of which are financial institutions.

Under the proposed joint venture arrangement,
American Bankers will have a management/servicing
agreement with Company, as is common among bank
holding company credit reinsurance subsidiaries and
direct insurance writers. American Bankers will pro-
vide Company with necessary actuarial expertise,
specialized assistance in filings with state insurance
regulators and tax preparation, in return for a service
fee and dividends proportional to its investment.

Because this proposal involves the use of a joint
venture between a bank holding company and a non-
banking company, the Board has analyzed the propos-
al with respect to its effects on existing and potential
competition between Applicant and American Bank-
ers in the relevant market for the underwriting of
credit life and credit accident and health insurance.!
The de novo joint venture proposed by Applicant and
American Bankers is designed to take advantage of
recently enacted tax laws that may accord favorable
tax treatment to such insurance co-ventures, and not
to incur any competitive advantage or preclude com-
petition. Applicant will redeem its co-venturer’s share
interest in Company should that tax advantage not
materialize. Moreover, given the structure of the in-
dustry, in which credit insurance is almost invariably
provided directly by the lender to its customers, it is
unlikely that American Bankers would compete inde-
pendently to offer credit insurance to Applicant’s
customers. Accordingly, the Board concludes that
consummation of the proposed joint venture would not
have any significant adverse effects on probable future
competition in any relevant market. As the activity is

1. The Board has previously indicated its concerns regarding the
potential for undue concentration of resources that could result from
the combination in a joint venture of banking and nonbanking institu-
tions. The Board also is concerned that joint ventures not lead to a
matrix of relationships that could undermine the legally mandated
separation of banking and commerce. See, e.g., Amsterdam-Rotter-
dam Bank, N.V., 70 FEDERAL RESERVE BULLETIN 835 (1984); Deu:-
sche Bank AG, 67 FEDERAL RESERVE BULLETIN 449 (1981); and
Maryland National Corporation, 65 FEDERAL RESERVE BULLETIN
271 (1979).

to be commenced de novo, no existing competition
would be eliminated as a result of this proposal.
Competitive considerations, therefore, are consistent
with approval of the application.

Furthermore, the Board is satisfied that approval of
this application does not inherently present the oppor-
tunity or potential for conflicts of interest or other
anticompetitive practices. In this regard, Applicant
has committed to abide by the anti-tying and disclo-
sure provisions of the Bank Holding Company Act
Amendments of 1970, the Truth in Lending Act, and
the Board’s Regulation Z, in its provision of insurance
services in connection with extensions of credit.?

The Board also notes that the proposed activities are
limited in scope and that there are no other joint
ventures between Applicant and American Bankers.
Additionally, the subject of this joint venture repre-
sents a relatively minor portion of the business of each
joint venturer. Consequently, the Board has no reason
to believe that Applicant or its subsidiaries would
favor American Bankers in the provision of credit or
other services.

Consummation of the proposal may be expected to
result in public benefits inasmuch as an additional
source of credit insurance will be available to Appli-
cant’s customers. Moreover, Applicant has committed
to maintain its premium rates below any state prima
JSacie rates for such insurance in conformance with the
Board’s regulation.

The financial and managerial resources of Appli-
cant, American Bankers, and Company are considered
generally satisfactory, and there is no evidence in the
record to indicate that consummation of the proposal
would result in undue concentration of resources,
unsound banking practices, or other adverse effects on
the public interest.

Based on the foregoing and other facts of record, the
Board concludes that the balance of the public interest
factors it must consider under section 4(c)(8) of the
Act favors approval of the application. Accordingly,
the Board has determined that the application should
be and hereby is approved. This determination is
subject to all the conditions set forth in Regulation Y,
including those in sections 225.4(d) and 225.23(b)
(12 C.F.R. §§ 225.4(d) and 225.23(b)(3)), and to the
Board’s authority to require such modification or
termination of the activities of a bank holding compa-
ny 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

2. These provisions are found at (12 U.S.C. § 1971 et seq.,)
(15 U.S.C. § 1601 et seq.,) and 12 C.F.R. Part 226, respectively.
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and orders issued thereunder, or to prevent evasion
thereof.?

The transaction shall be consummated not later than
three months after the effective date of this Order,
unless such period is extended for good cause by the

3. In that regard, the Board has sought public comment regarding
the proposed elimination of the rate reduction requirement from this
activity. 48 Federal Register 53,125 (1983). Any final action taken by
the Board with respect to this rule would be applicable to Applicant
and Company.

Board or by the Federal Reserve Bank of Kansas City,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
September 27, 198S.

Voting for this action: Chairman Volcker and Governors
Partee, Rice, and Seger. Abstaining from this action: Gover-
nor Wallich. Absent and not voting: Governor Martin.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Banks

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

available upon request to the Reserve Banks.

Section 3

Applicant

Bank(s)/Nonbanking
Company

Reserve Effective
Bank date

American Bancorp of Edmond,

American Bank and Trust,

Kansas City September 18, 1985

Inc., Edmond, Oklahoma

Edmond, Oklahoma
Cameron Bancshares, Inc.,

Cameron, West Virginia Cameron,

The First National Bank of

Cameron, West Virginia

Centra Financial Inc., Central Bank,

West Allis, Wisconsin

West Allis, Wisconsin

Central Fidelity Banks, Inc.,
Richmond, Virginia

Century Bancshares, Inc.,
Washington, D.C.

Citizens Fidelity Corporation,
Louisville, Kentucky

Citizens Trust Bancorp, Inc.,
Ann Arbor, Michigan

City Holding Company,
Charleston, West Virginia

Claiborne Holding Company,
Inc.,
Tazewell, Tennessee

Commercial Bancshares, Inc.,
Jersey City, New Jersey

Crosby Bancshares, Inc.,
Crosby, Texas

DN Bankshares Inc.,
Nashua, New Hampshire

Indian Head Banks Inc.,
Nashua, New Hampshire

Central Fidelity Bank, N.A.,
Richmond, Virginia

Century National Bank,
Washington, D.C.

Central Kentucky Bancorp, Inc.,

Elizabethtown, Kentucky
Citizens Trust,
Ann Arbor, Michigan
The Bank of Cross Lanes,
Cross Lanes, West Virginia
Claiborne County Bank,
Tazewell, Tennessee

Lenape State Bank,

West Deptford, New Jersey
Crosby State Bank,

Crosby, Texas

Dartmouth National Corporation,

Hanover, New Hampshire

Cleveland September 11, 1985
Chicago September 13, 1985
Richmond September 4, 1985
Richmond August 30, 1985

St. Louis September 16, 1985
Chicago September S, 1985
Richmond September 20, 1985
Atlanta August 28, 1985
New York September 4, 1985
Dallas August 21, 1985
Boston September 20, 1985
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Section 3—Continued

Applicant Bank(s)/Nonbanking Reserve Effective
PP Company Bank date
Elkhorn Bankshares Corpora- State Bank of Elkhorn, Chicago September 19, 1985
tion, Elkhorn, Wisconsin
Elkhorn, Wisconsin
F & M Banchsares, Inc., Farmers & Merchants Bank, St. Louis September 19, 1985
Trezevant, Tennessee Trezevant, Tennessee
F & M Merger Corporation, Winnebago County Bank, Chicago September 17, 1985
Kaukauna, Wisconsin Omro, Wisconsin
First Atlanta Bancshares, Inc., The First National Bank of Dallas September 3, 1985
Atlanta, Texas Atlanta,
Atlanta, Texas
First Bancorp, First Bank and Trust Company, Chicago September 6, 1985
Indianapolis, Indiana Speedway, Indiana
1st Columbia Corp., Rio-Fall River Union Bank, Chicago September 11, 1985
Columbus, Wisconsin Fall River, Wisconsin
First Dalhart Bancshares, Inc., First National Bank in Dalhart, Dallas September 4, 1985
Dalhart, Texas Dalhart, Texas
First Indiana Bancshares, Inc., First National Bank of Clark St. Louis August 29, 1985
Charlestown, Indiana County,
Charlestown, Indiana
The First National Bank of
Scottsburg,
Scottsburg, Indiana
First Leesport Bancorp, Inc., The First National Bank of Philadelphia September 17, 1985
Leesport, Pennsylvania Leesport,
Leesport, Pennsylvania
First Polk Bankshares, Inc., First National Bank of Polk Atlanta August 28, 1985
Cedartown, Georgia County,
Cedartown, Georgia
First Sarasota Bancorporation, City Commercial Bank, Atlanta September 6, 1985
Tampa, Florida Sarasota, Florida
Freedom Valley Bancshares, Freedom Valley Bank, Philadelphia September 13, 1985
Ltd., West Chester, Pennsylvania
West Chester, Pennsylvania
General Bancshares Corpora- The Hillsboro National Bank, St. Louis September 9, 1985
tion, Hillsboro, Illinois
St. Louis, Missouri
Hi-Bancorp., Inc., New Century Bank, Chicago September 17, 1985

Highwood, Illinois
Hillsboro Financial Corporation,
Wichita, Kansas

IB Bancshares, Inc.,
Plano, Texas

The Indiana National Corpora-
tion,
Indianapolis, Indiana

J. Carl H. Bancorporation,
Earling, Iowa

Lena Bancorp, Inc.,
Lena, Illinois

Mundelein, Illinois
The First National Bank of
Hillsboro,
Hillsboro, Kansas
Independence Bank,
Plano, Texas
Lafayette National Corporation,
Lafayette, Indiana

Farmers Trust & Savings Bank,
Earling, Iowa

Lena State Bank,
Lena, Illinois

Kansas City

Dallas

Chicago

Chicago

Chicago

September 20, 1985

September 6, 1985

September 17, 1985

September 4, 1985

September 23, 1985
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Section 3—Continued

Applicant

Bank(s)/Nonbanking
Company

Reserve
Bank

Effective
date

Liberty Bay Financial Corpora-
tion,
Poulsbo, Washington
Lowndes Bancshares, Inc.,
Hahira, Georgia
Mid-South Bancorp, Inc.,
Franklin, Kentucky
MNet Corp,
Dallas, Texas
The Nashville
Holding Company,
Nashville, Georgia
National Banc of Commerce
Company,
Charleston, West Virginia
The National Bancorp of Ken-
tucky, Inc.,
Lexington, Kentucky

New East Bancshares, Inc.,
Livingston, Texas

Peoples First Corporation,
Paducah, Kentucky

Pioneer Bank Shares, Inc.,
Duluth, Minnesota

Pilot Point Bancorp, Inc.,
Pilot Point, Texas

Republic National Bancorp,
Inc.,
Phoenix, Arizona
Rhea County Financial Corpora-
tion,
Spring City, Tennessee
Richmond Bank Holding Co.,
Richmond, Minnesota
Rock Financial Corporation,
North Plainfield, New Jersey
Scott Bancshares, Inc.,
Bethany, Illinois
SINB Financial Corp.,
San Jose, California
Southwest Financial Corpora-
tion,
Evergreen Park, Illinois
St. Charles Bancshares, Inc.,
St. Charles, Minnesota

North Sound Bank,
Poulsbo, Washington

Commercial Banking Company,
Habhira, Georgia

Adairville Banking Company,
Adairville, Kentucky

MBank USA,
Wilmington, Delaware

Adel Banking Company,
Adel, Georgia

The First National Bank of Belle,
Belle, West Virginia

The National Bank of Cynthiana,
Cynthiana, Kentucky

The First National Bank of
Falmouth,
Falmouth, Kentucky

First National Bank of Jasper,
Jasper, Texas

East Texas Bancshares, Inc.,
Livingston, Texas

First Liberty Bank of Calvert
City,
Calvert City, Kentucky

Pioneer National Bank of Duluth,
Duluth, Minnesota

Pilot Point Bancshares Corpora-
tion,
Pilot Point, Texas

Republic National Bank,
Phoenix, Arizona

First Bank of Rhea County,
Spring City, Tennessee

State Bank of Richmond,
Richmond, Minnesota

North Plainfield State Bank,
North Plainfield, New Jersey

State Bank of Niantic,
Niantic, Illinois

Tri-Valley Bancorp,
Dublin, California

Orland Park Plaza Bank,
Orland Park, Illinois

First National Bank of Blooming
Prairie,
Blooming Prairie, Minnesota

San Francisco

Atlanta
St. Louis
Dallas

Atlanta

Richmond

Cleveland

Dallas

St. Louis

Minneapolis

Dallas

San Francisco

Atlanta

Minneapolis
New York
Chicago

San Francisco

Chicago

Minneapolis

September 20, 1985

August 28, 1985
August 28, 1985
September 9, 1985

September 6, 1985

September 13, 1985

September 18, 1985

August 30, 1985

September 11, 1985

August 29, 1985

September 3, 1985

September 6, 1985

September 18, 1985

September 13, 1985
September 13, 1985
September 23, 1985
September 19, 1985

September 18, 1985

September 18, 1985
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Section 3—Continued

Applicant

Bank(s)/Nonbanking
Company

Reserve
Bank

Effective
date

The Stockmen’s Bancorp,
Kingman, Arizona

The Stockmen’s Bank,
Kingman, Arizona

San Francisco

September 12, 1985

Town & Country Financial, The Bank of Dundee, St. Louis September 20, 1985
Inc., Dundee, Kentucky
Dundee, Kentucky
United Bancshares, Inc., The Union Bank Company, Cleveland September 4, 1985
Columbus Grove, Ohio Columbus Grove, Ohio
University State Bank Corpora-  University State Bank, Atlanta September 6, 1985
tion, Tampa, Florida
Tampa, Florida
USBANCOREP, Inc., McKeesport National Corpora- Philadelphia September 4, 1985
Johnstown, Pennsylvania tion,
McKeesport, Pennsylvania
Watford City Bancshares, Inc.,  First International Bank of Minneapolis September 6, 1985
Watford, North Dakota Watford City,
Watford City, North Dakota :
West Bancorp, Inc., Bank of Westmont, Chicago September 6, 1985
Westmont, Illinois Westmont, Illinois
Section 4
. Bank(s)/Nonbanking Reserve Effective
Applicant Company Bank date

Chase County Bankshares, Inc.,
Strong City, Kansas

Commerce Bancshares, Inc.,
Kansas City, Missouri

sale of general insurance

Commerce Brokerage Services,
Inc.,
Kansas City, Missouri

Kansas City

Kansas City

September 3, 1985

September 13, 1985

MCorp, First Chicago Data Corporation, Dallas August 30, 1985
Dallas, Texas Chicago, Illinois
MCorp Financial, Inc.,
Wilmington, Delaware
MCorp, General Electric Information Dallas August 30, 1985
Dallas, Texas Services Company,
MCorp Financial, Inc., Rockville, Maryland
Wilmington, Delaware
Section 3 and 4
. Bank(s)/Nonbanking Reserve Effective
Applicant Company Bank date

Cidadel Bankshares, Inc.,
Wichita, Kansas
Augusta Bank and Trust
Company,
Augusta, Kansas

Montgomery County Financial
Corp.,
Independence, Kansas

credit-related insurance activities

Kansas City

August 30, 1985
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PENDING CASES INVOLVING THE BOARD OF GOVERNORS

This list of pending cases does not include suits against the Federal Reserve Banks in which the Board of

Governors is not named a party.

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

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

Populist Party of Iowa v. Federal Reserve Board, No.
85-626-B (S.D. Iowa, filed Aug. 2, 1985).

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

Broad Street National Bank of Trenton v. Board of
Governors, No. 85-3387 (3d Cir., filed July 17,
1985).

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

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

Calhoun, et al. v. Board of Governors, No. 85-1750
(D.D.C., filed May 30, 1985).

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

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

!

Dimension Financial Corporation v. Board of Gover-
nors, No. 84-1274 (U.S., filed Feb. 6, 1985).

Lewis v. Volcker, et al., No. C-1-85-0099 (S.D. Ohio,
filed Jan. 14, 1985).

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

Seattle Bancorporation, et al. v. Board of Governors,
No 84-7535 (9th Cir., filed Aug. 15, 1984).

Melcher v. Federal Open Market Committee, No. 84-
1335 (D.D.C., filed, Apr. 30, 1984),

State of Ohio v. Board of Governors, No. 84-1270
(10th Cir., filed Jan. 30, 1984).

Colorado Industrial Bankers Association v. Board of
Governors, No. 84-1122 (10th Cir., filed Jan. 27,
1984).

First Bancorporation v. Board of Governors, No. 84—
1011 (10th Cir., filed Jan. 5, 1984),

Oklahoma Bankers Association v. Federal Reserve
Board, No. 83-2591 (10th Cir., filed Dec. 13, 1983).

The Committee For Monetary Reform, et al. v. Board
of Governors, No. 84-5067 (D.D.C., filed June 16,
1983).

Securities Industry Association v. Board of Gover-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24. 1980),
and No. 80-2730 (D.C. Cir., filed Oct. 24, 1980).
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1.10 RESERVES, MONEY STOCK. LIQUID ASSETS, AND DEBT MEASURES

Monetary and credit aggregates
(anaual rates of change, seasonally adjusted in perceniy!
ltem 1984 1985 1985
Q3 Q4 Qt Q: Apr. May June Juby Aug.
Reserves of depository institutions?
T Total ... 6.9 38 17.4 2.2 71 18.1 122 16.7
2 Required. . 6.7 3.0 16.9 i2.3 8.1 16.4 13.9 17.6
3 Nonborrowe -44.7 36.3 373 141 15.7 18.3 15.4 8.1
4 Monetary base! 7.1 4.7 3.2 73 36 10.6 6.8 i38
Concepts of money, liquid assets, and debr*
5 Mt 4.3 32 R 10.2 59 14.0 19.8 9.3 20.5
6.8 9.1 2.0 5.3 -1.0 8.6 13.87 83" 1.2
9.5 1.0 7 3.2 3 7.6" 1.5 4.2 8.6
1.6 5.6 10.0 n.a. i.0 6.0 n.a. n.a n.a.
13.4 3.9 § 1.7 1.9 12.37 118 Ly n.a
Nontransacuon components
10 0N M2S 7.6 10.9 37 =30 6.9 1.9 8.2 8.2
MIaM3Ionlyd ... 20.5 18.7 18 5.0 4.0 -1y -12.6" -13
Time and savings deposits
Commerc:al banks
12 SavINES oo -5.6 10.4 -8.7 -1.7 -7.0 8.0 4.9 l" X 9.7
13 Small-denomination time8 . . o 13.4 6.9 -8 6.3 5.0 7.4 22 - -13.3
14 Large-denomination time?10. ... ... ... ... 0L 19.3 122 26 8.3 16.0 -4.0 -19.4 ~’.6 9.0
Thrift institutions
IS Savings’ .....eieiiiiii -6.5 -6.6 22 31 -7 4.3 9.2 8.3 229
16  Small-denomination time . . . . e 17.1 15.2 17 3.9 4.8 10.4 3.3 ~71.9 ~13.9
17 Large-denomination time® .8 18 20 2.6 1.6 13.2 23 -16.9 -39
Debt components*
18 Federal (5.5 16.00 1537 12.67 12,1 15.8" 13.97 16.0 n.a.
19 Nonfederal 12.8" 13.3 130 1.5 t.9r 1.2 111 10.7 n.a.
20 Total loans and securities at commercial banks!t 9.1 9.2 9.9 9.6 1.7 13.3 9.3 10.17 6.9

. Unless olherwnse noted, rates of change are calculated from average
out in preceding month or quarter.

2. Figures incorporate adjustmems for discontinuities associated with the
on of the M y Control Act and other regulatory changes to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities. the sum of such required
reserves is subtracted from the actual series. Similarly. in adjusting for discontin-
uities in the monetary base, required clearing balances and adjustments 10

compensate for float also are subtracted from the actual series.

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

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

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

M1: (1) currency outside the Treasury, Federal Reserve Banks. and the vaults
of commercial banks; (2) travelers checks of nonbank issuers: {3) demand deposits
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and (4) other checkable deposits
(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
accounts, and demand deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their QCD liabilities.

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overmght Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide. MMDAs. savings and small-
denomination time deposits {time deposits—including retail RPs—in amounts of
less than $100,000), and balances in both taxable and tax-exempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market

funds. Also excludes all balances held by U.S. commercial banks. money market
funds (general purpose and broker/dealer). foreign governments and commercial
banks. and the U.S. government. Also subtracted is a consolidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
thaift institutions to service their time and savings deposits.

M3 M2 {nlu\ large-denomination time deposits and term RP liabifities (in
amounts of $100,000 vr more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada. and
balances in both taxable and tax-exempt, institution-only money market mutuai
funds. Excludes amounts held by depository institutions. the U.S. government,
money market funds, and foreign banks and officiat institutions. Also subtracted is
a consolidation adjusiment that represents the estimated amount of overnight RPs
and Eurodollars held by institution-only money market mutual funds.

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

Debt: Debt of domestic nonfinancial sectors coasists of outstanding credit
murket debt of the U.S. government, state and local governments, and private
nonfinancial sectors, Private debt consists of corporate bonds, mortgages. con-
sumer credit (including bank loansi, other bank loans. commercial paper, bankers
acceptances. and other debt instruments. The source of data on domestic
aonfinancial debt is the Federal Reserve Board's flow of funds accounts, Debt
data are on an end-of-month basis. Growth rates for debt reflect adjustments for
discontinuities over time in the levets of debt presented in other tables.

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

6. Sum of large time deposits. term RPs, and Eurodollars of U.S. residents,
money market fund bdlances lmsmuuon-unlyb less a consolidation adjustment
that represents the estimated amount of overnight RPs and Eurodoltars held by
institution-only money market mutual funds.

7. Excludes MMDAs.

8. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100.000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.

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

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

1. Changes calculated from figures shown in table 1.23.
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1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT

Millions of dollars

Momhlf'y“v;u'?g:s of Weekly averages of daily figures for week ending
Factors 1985 1985
June July Aug. July 17 July 24 July 31 Aug. 7 Aug. 14 | Aug. 21 Aug. 28
SuPPLYING RESERVE FUNDS
1 Reserve Bank credit ... 188,651 | 191,521 190,759 | 193,595 | 190,640 | 189,176 | 190,535 | 191,539 | 190,147 | 189,887
2 U.S. government securities!............ 166,584 168,803 168,440 | 170,858 168,347 | 166,630 | 167,740 168,361 168,551 168,429
3 Bought outright. .. 166,451 168,183 165,378 169,555 ,347 166,630 167,740 168,361 168,551 168,154
4 Held under repurchase ag 133 620 62 1,303 0 0 0 1] 0 275
5 Federal agency obligations 8,325 8,448 8,249 ,546 8,303 8,296 8,257 8,244 8,227 8,278
6 Bought outright. . 8,321 8,302 8,238 8,303 8,303 8,296 8,257 8,244 8,227 8,227
7 Held under repurch 4 146 11 243 0 0 0 0 0 51
8  Acceptances.... 0 0 0 0 0 0 0 0 0
9 Loans....... 1,227 1,180 1,109 1,171 884 950 835 1,144 1,079 1,096
]0 Float 600 703 488 662 658 620 572 659 148
Other Federal Reserve as 11,915 12,387 12,473 12,357 12,448 12,679 13, ll4 13,219 11,631 11,935
12 Gold stock ..... . , ,090 090 050 11,090 11,090 ll 10%0 090 11,090 ,090
13 Special drawing rij Cees 4,618 4,618 4,618 4,618 4,618 4,618 618 4,618 4,618 4,618
4 Treasury currency outstanding ........... 16,749 16,794 16,843 16,791 16,801 16,811 16,819 16,833 16,847 16 861
ABSORBING RESERVE FUNDS
15 Currency in circulation 185,414 187,579 | 187,860 | 188,057 187,037 | 186,560 | 187,683 188,337 | 187,902 187,245
16 Treasury cash holdings .. 596 577 552 5717 574 574 556 553 550 550
Deposits, other than rese;
Federal Reserve Banks
17 Treasury. 2,874 3,918 2,925 3,219 3,582 3,725 2,798 3,032 3,182 2,436
18 Foreign...... 229 228 204 203 240 204 200 209 202 198
19 Service-related b: 1,657 1,660 1,661 1,641 1,845 1,723 1,617 1,607 1,650 1,654
20 Other........ 470 367 485 513 353 298 510 413 661 394
21 Other Federa] R
....... 6,301 6,243 6,238 6,297 6,214 6,211 6,429 6,216 6,165 6,150
22 Reserve balances wi
Reserve Banks?..................... 23,568 23,451 23,386 25,588 23,303 22,399 23,270 23,712 22,389 23,829
End-of-month figures Wednesday figures
1985 1985
June July Aug. July 17 July 24 July 3t Aug. 7 Aug. 14 | Aug. 21 Aug. 28
SuUPPLYING RESERVE FUNDS
23 Reserve Bank credit ....... 191,442 | 190,923 | 192,693 | 194,850 | 189,160 | 190,923 | 190,800 | 194,358 | 190,009 | 191,952
24 U.S. government securities! 169,110 | 167,095 170,109 | 169,595 166,394 | 167,095 167,580 | 169,474 | 167,837 169,862
25 Bought outright....... 169,110 | 167,095 170,109 | 169,595 166,394 | 167,095 167,580 | 169,474 | 167,837 167,934
26 Held under repurchase 0 0 0 0 [ 0 0 0 0 1,928
27 Federal agency obligations 8,303 8,257 8,227 8,303 8,303 8,257 8,257 8,227 8,227 8,581
28 Bought outright. .. .. 8,303 8,257 8,227 8,303 8,303 8,257 8,257 8,227 8,227 8,227
29 Held under repurcha: 0 0 0 0 [1] 0 0 0 0 354
30 Acceptances.......... 0 0 0 0 (] 0 0 Q 0 0
31 ns ..... 1,338 1,567 2,068 4,128 915 1,567 861 2,397 1,441 1,098
32 Float..........o.on 262 =571 ~152 395 1,018 ~571 892 282 517 172
33  Other Federal Reserve 12,429 14,575 12,441 12,429 12,530 14,575 13,210 13,978 11,987 12,239
34 Gold stock . ......oiiunisn 11,090 11,090 11,090 11,090 Il.090 11,090 11,090 11,090 11,090 11,090
35 §pecm! drawing rights certifi 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
36 Treasury currency outstanding ...... 16,770 16, '817 16,873 16,800 l6 810 16,820 16,831 16,845 16,859 16,873
ABSORBING RESERVE FUNDS
37 Currency in circulation . 185,886 187,040 188,553 187,626 186,687 187,042 188,231 188,331 187,601 187,635
38 Treasury cash holdmgs 588 577 548 574 574 517 551 550 550 548
Deposits, other than rese
Federal Reserve Banks
39 Treasury 3,288 2,656 3,656 3,150 2,882 2,656 3,847 2,754 4,172 2,561
40 Foreign. . 310 274 223 189 274 259 218 198 188
41 Service-related balances and 1,348 1,395 1,435 1,361 1,395 1,395 1,407 1,407 1,421 1,421
321 323 389 531 294 323 418 346 413 423
6,291 6,325 6,240 6,065 6,031 6,325 6,007 6,024 5,987 5,994
Reserve Banks2............. . 25,888 24,858 24,230 27,861 23,597 24,858 22,619 27,284 22,235 25,763

1. Includes sccurities loaned—fully guaranteed by U.S government securities
pledged with Federal Reserve Banks—and excludes (if any) securities sold and

scheduled to be bought back under matched sale-purchase transactions.

2. Excludes required clearing balances and adjustments to compensate for

float.

Norte. For amounts of currency and coin held as reserves, see table 1.12.



Money Stock and Bank Credit AS
1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of dollars
Monthly averagess
Reserve classification 1982 1983 1984 1985
Dec. Dec. Dec. Jan. Feb. Mar. Apr. May June’ July
1 Reserve balances with Reserve Banks! ........... 24,939 1 21,138 | 21,738 | 21,577 | 20416 | 22,065 23,217 | 22,385 | 23,367 | 23,503
2 Total vault cash?.............ccoiviniiiiniinnss ,392 | 20,755 | 22,316 | 23,044 | 23,927 | 21,863 21,567 1,898 | 22,180 | 22,530
3 Vault cash used m sausfy reserve requm:mems3 17,049 17,908 18,958 19,547 19,857 18,429 18,435 18,666 18,985 19,300
4 Surplus vaultcash?....................000eene 3,343 2,847 3,338 3,497 4,070 3,434 3,132 3,231 3,19 3,230
5 Total reserves®. . .. .ooovverrreneereenuiiinreinns 41,853 894 | 40,696 | 41,125 | 40,273 | 40,494 | 41,652 | 41,051 42,352 | 42,803
6 Required reserves...........ocovvveiniiinnninns 41,353 38,333 39,843 | 40,380 | 39,370 | 39,728 | 40,914 , 247 | 41,447 1,948
7 Excess reserve balances ai Reserve BanksS .. .. ... SO0 561 853 745 903 766 738 804 905 85S
8 Total borrowmp at Reserve Banks........ e 697 774 3,186 1,395 1,289 1,593 1,323 1,334 1,205 1,107
9  Seasonal borrowings at Reserve Banks ......... 3 9% 113 62 71 88 135 165 181 167
10 Extended credit at Reserve Banks’.,........... 187 2 2,604 1,050 803 1,059 868 534 665 507
Biweekly averages of daily figures for weeks ending
1985

Apr.24 | May8 | May22 | June5 | June19 | July 3" | July 17 | July 31 | Aug. 14 |Aug. 287
11 Reserve balances with Reserve Banks! ........... 23,520 | 22,751 22,02 | 22,610 } 23,861 23,084 | 24256 | 22,840 | 23,468 23,127
12 Total vault cash?...............cooivuviennnnss 1,880 | 21,327 | 22,357 1,692 | 21,688 | 23,029 | 22,019 | 221935 22820 | 23082
13 Vault cash used 1o satisfy reserve requirements® .| 18,764 18,181+ 9,068 18,472 | 18,724 19,550 19,043 19,508 19,550 19,686
14 Surplus vault cash®....................000eens 3,116 3,145 3,280 3,220 2:964 3,480 297 3,431 3,280 3,366
15 Total reservess..........coovveviennnnn.. e 2,284 1 40933 | 41,100 | 41,082 42 585 | 42,633 | 43,298 | 42, 43018 | 42313
16 Required reserves...........coviiviieeinennens 41,400 | 40,234 | 40,248 | 40,260 | 41,861 41,461 42,608 | 41,392 | 42,280 | 41,842
17 Excess reserve balances at Reserve BanksS ....... 884 699 852 823 724 1,172 690 953 738 971
18 Total borrowings at Reserve Banks............... 1,158 953 1,434 1,518 1,123 1,167 1,284 917 990 1,088
1 borrowings at Reserve Banks ......... 131 169 160 171 142 153 152 183 224 225
20 Extended credit at Reserve Banks?. .. ... TN 766 396 369 914 612 620 483 506 509 610

t. Exclud quired clearing bal and adj to p for computation period by institutions having required reserve balances at Federal

2. Dates refer to the mcumenance penods in which the vault cash can be used to
satisfy reserve i Jus reserve
maintenance periods end 30 days aﬂer the lagged computation peno]s in which
the balances are held.

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

4. Total vault cash at mstltuuons having no required reserve balances less the
am:‘\,l‘t’\t of vault cash equal to their required reserves during the maintenance
pe

Reserve Banks plus the amount of vault cash equal to required reserves durmg the
maintenance perjod at institutions having no required reserve

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

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

8. Before February 1984, data are thly of weekly
averaqes beginning Febfuary 1984, data are pronned montﬁfy averages of

5. Total reserves not adjusted for dascontmumes consm of reserve

wnh Fedenl Renerve Banks, which and
for float, plus vmlt “cash used to satisfy reserve
requu'emems Such ' vault cash consists of all vault cash held during the lagged

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

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1985 week ending Monday
By maturity and source
July22 | July29 | Aug. 5 |Aug 12 | Aug. 19 [Aug. 26 | Sept.2 | Sept.9 |Sept. 16
One day and continuing contract
1 Commercial banks in United States .................. 61,686 57,442 64,462 63,6407 63,841 58,282 58,562 68,597 65,553
2 Other depository msmunons, foreign banks and foreign
official institutions, and U.S. movernmem agencies . 31,360 28,774 28,305 29,230 29,258 28,111 28,068 26,700 27,636
3 Nonbank securities dealers ................... 9,753 8,963 9,332 8,766 10,776 10,228 8.754 10,060 9,738
4 All othe 25,188 26,228 26,057 | 26,034 25572 25,648 26,307 25,236 25,193
All other maturities
5 Commercial banks in United States .................. 8,900 8,943 8,851 9,010 8,693 9,308 9,759 9,402 9,751
6 Other depository institutions, foreign banks and foreign
official institutions, and Us. govemmem agencies . 7,600 7,489 7,644 7.527 7,544 7,693 7,701 7,822 7,735
7 Nonbank sccurities dealers ............... 8,288 8,682 9,037 9,470 9,602 ,290 10,563 9,801 10,172
8 Alf other 7,28t 7,094 6,690/ 7,086 7,368 7.574 8,325 8,079 7,901
Mewmo: Federal funds and resale agreement loans in
maturities of on¢ day or continuing contract
9 Commercial banks in United States . 30,133 26,750 30,197 28,062° | 29,686 27,009 29,438 31,030 30,163
10 Nonbank securities dealers......... 7,504 7,513 7,756" 7,056¢" 7,357 7,578 6,728 8,126 8,286

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

Current and previous levels

Extended credit?
Short-t:rm aqiu:ltmﬂ:‘t'ciredit First 60 d Next 90 d
and seasonal credit irst ays ext ays
F“""‘ﬁ',ﬁ; serve of borrowing of borrowing After 150 days Effective date
for current rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
9/25/85 date rate 9/25/8S rate 9/25/85 rate 9/25/85 rate
Boston......... hiz) 5/20/85 8 " 8 8% 9 914 10 5/20/8
New York...... 5/20/85 5/20/88
Philadelphia. .. .. 5/24/85 5/24/85
Cleveland....... 5/21/85 5/21/85
chmond ...... 5/20/88 5/20/85
Aflanta......... 5/20/85 5/20/85
Chicago ........ 5/20/85 5/20/85
St Louis ....... 5121/85 5/21/85
Minneapolis. ... 5/20/85 5/20/85
Kansas City 5/20/85 5/20/85
las,......... 5/20/85 5/20/85
San Francisco. .. Kiz) 5/21/85 8 " 8 [:17] 9 (17} 10 5/21/85
Range of rates in recent years?
Seveh | Bank e | Bank ot | Bank
; evel an| : evel an| : evel an|
Effective date Al FR. of Effective date All FR. of Effective date All FR. of
Banks N.Y. Banks N.Y. Banks N.Y.
In effect Dec. 31,1973 ....... TV Iz 1978—July 3...... 7-1% Va 1981— May 14 14
1974— Apr. 25 8 10 .. W Va Nov. 13-14 13
30.... 8 Aug. 21 .. % s 13 13
Dec. i Sept, 22 ...... 8 8 Dec. 12 12
i Oct. 16...... 8-814 8
2...... 814 8% 1982— July 1112 11%
1975— Jan. % Nov. 1...... 8lA-91% 9lh 2, 112 1y
TV K I 9% 94 Aug. 11-11% 11
TV 1l 1l
Feb, 6% 1979— July 10 104 10%
6% Aug. 1 104 10-10%2 10
Mar. 6Y4 10% 10 10
6V Sept. 11 Qct. 914-10 9%
May 6 11 9% Sk
6 Oct. 12 Nov 9-91% 9
12 9 9
1976~ Jan. s\ Dec 8149 9
k171 1980— Feb. 13 8/4-9 8l
Nov. sl 1 13 17 8ls
5V May 13 :
12 1984— Apr. 8%4-9 9
1977— Aug. S June 1 1 9 9
5% 11 Nov. 8kh-9 8l
Sept. 2 S July 10 8l 8l
Oct. 6 10 Dec. 8 8
Sept. 1
1978— Jan. 6la Nov 12 1985.— May 7v-8 %
373 Dec 13 A A
May 7 13 13
1 7 13-14 14 In effect Sept. 25, 1985 Ve T

1. A temporary simplified seasonal pro?'am was established on Mar. 8, 1985,
and the interest rate was set at 84 percent at that time. On May 20 this rate was
lowered to 8 percent.

: 1 o (]

Statistics, 1914-1941, and 1941-1970; Annual Statistical Digest, 1970-1979, 1980,
1981 1982

, and
In 1980

2. Applicable to advances when excep orp
only a particular d:rository institution and to advances when an
under ined liquidity As an alternative, for loans outstanding for
more than 150 days, a Federal Reserve Bank may charge a flexible rate that takes
into account rates on market sources of funds, but in no case will the rate charged
be less than the basic rate plus one percentage point. Where credit provided to a
particular depository institution is anticipated to be outstanding for an unusuallﬁ
prolonged period and in relatively large amounts, the time period in which eac
ar:e ?ntqer txls structure is applied may be shortened. See section 201.3(b)(2) of

ation A.

3'.“ Rates for short-term adjustment credit, For description and earlier data sce

the following publications of the Board of Governors: Banking and Monetary

institution is

deposits of $5

and 1981, the Federal Reserve apglied a surcharge to short-term

credit borrowings by institutions wit million or more

that had borrowed in successive weeks or in more than 4 weeks in a calendar

?uamr. A 3 percent surcharge was in effect from Mar. 17, 1980, throu,

May 7,

980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was

0, and

percent on May 5, 1981, The surcharge was reduced to 3 percent effective

adc;pted; the surcharge was subsequently raised to 3 percent on Dec. §, 1
to
Sej

pt. 22, 1981, and to 2 percent effective
the surcharge was changed from a calendar
e surcharge was eliminated on Nov. 17, 1

applyi
period.

ct. 12. As of Oct. I, the formula for
gg?ner to a moving 13-week
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1.1S RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Membe requir Depository institution requirements
Type of deposit, and bcf%ze 1mplemématmn of the Type of deposit, and aﬂhedr lmpleméntanon of tche
Heposit interval onetary Control Act ;:pom P erval onetary Control Act!
Percent Effective date Percent Effective date

Net demand? Net transaction accounis’8
$0 million-$2 million. .................... 7 12/30/76 $0-$29.8 million...........cooiiininn.. 3 1/1/8%
$2 million-$10 million............... . 9% 12/30/76 Over $29.8 miltion..................0h0 12 1/1/85
sno million-$100 million............. . 1Y 12730176

mﬂhon—SﬂXJ million . 12% 12/30/76 Nonpersonal time deposits®
Over $400 million .........ociieniiiiinn, 16Y4 1230176 By original maturity

Lessthan [Yoyears.................. 3 10/6/83
Time and savings®? 12 yearsormore ........... e 0 10/6/83
SAVIAES + v vrennnrnninerseriineennains 3 3116167
Eurocurrency liabilities
Times AtYDPes ..o 3 11/13/80
$0 million-$5 million, by maturity

30-179days ........cooiiiiiiiian 3 3/16/67

180 daystod years.................. 2% 1/8/76

4YEATS QT MOTE . ... viivnvnvninnns 1 10/30/75

Over $S million, by maturity

30-179days .....ooiniiiiin e 6 12/1274

180 days O 4 Years ....cooeervirnnn.. 2 1/8/76

4years Ormore . ...........oi.in.n. 1 10/30/75

1. For ch in re beginning 1963, see Board's Annual
Statistical Digest, 1971-1975 and for prior changes, see Board's Annual Report
for 1976, table 13. Under provxslons of the Monetary Control Act, depository
institutions include commercial banks, mutual savu}zs banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge Act
corporations.

2. Requirement schedules are ﬁ'uduated and each deposit interval applies to
that part of the deposits of eac Demand deposits subject to reserve
reiuucmencs were gross demand deposits minus cash items in process of

due from domestic banks.

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

week of Ma
reduced to
5. The Garn-St Germain Depository Institutions Act of 1982 (Public Law 97—
320) provides that $2 million of reservable liabilities (transaction accounts,
nonpersonal time depos;ts. and Eumcun-ency liabilities) of each depository
institution be subject to a ze| ment. The Board is to adjust
the amount of reservable Ilabllmes suhject to this zero percent reserve require-
ment each year for the next succeeding calendar year by 80 percent of the
perce r:ge increase in the total reservable liabilities of all depository institutions,
measured on an annual basis as of June 30, No correspondma adjustment is to be
made in the event of a decrease. Effective Dec. 9, 1982, the amount of the

exemption was established at $2.1 million. Effective with the | reserve maintenance
period beginning Jan. 1, 1985, the amount of the exemption is $2.4 million. In
determining the reserve requirements of a deposnory institution, the exemption
shall ap; le in the fi g order: (1) money market deposit accounts
(MMD s) authorized under 12 CFR secuon 1204. 122 {2) net NOW accounts
less ); (3) net other transaction accounts;
and (4) nonpersonal time deposits or Eurocurrency liabilities starting wuh those
with the highest reserve ratio. With respect to NOW other
ts, the lies only to such accounts that wou]d be

At PP

i4-21, 1980. In addition, beginning Mar. 19, 1980, the base was
e extent that foreign loans angl balances declined.

Effective Aug. 24, 1978, the Regulation M reserve req s on net bal
due from domestic banks to their f b and on dep that foreign
branches lend to U, S. res:dems were re&-)ced 10 zero from 4 percent and 1 percent
y. The R tion D reserve req of borrowings from unrelated
banks abroad was also reduced to zero from 4 percent.
Eﬁecuve with the reserve p period beginning Nov. 16, 1978,
i its of Edge cor P i were subj to same reserve

of
3. Negotmble orﬁer of withdrawal (NOW) accounts and time deposits such as
istmas a club were subject to the same requirements as
savings deposits,
The average reserve requirement on savings and other time deposits before
implementation of the Monetary Control Act had to be at jeast 3 percent, the

minimum specified by law.

4. Effective Nov. 2, 1978, a ! reserve requi of 2 percent
was imposed on large time deposns of $100,000 or more, obhsnuons of afiliates,
and ineligible acceptances. This suyplemem%. q was d with
the maintenance period beginning July 24, 1

Effective with the reserve 25, 1979, a
marginal reserve requirement of 8 percent wcs added' to mnnmd liabilities in
excess of a base amount. This marginal requirement was increased to 10 rcem
beginning Apr. 3, 1980, was decreased to S percent beginning June 12, I
was eliminated begmm July 24, 1980. Manoged liabilities are defined as arge
time deposits, Eurodol borrowings yrchase ments against U
government and federal agency secunues federal funds borrowings from non-
member institutions, and certain other obli gat:ons In nneml the base for the
marginal reserve requirement was mmnalb:r the ﬁruter of (a) $100 million or (b)
the of the ities held by & member bank, Edge
corporauon, or family of U.S. branches and agencies of a foreign bank for the two
reserve computnuon riods ending Sept. 26, 1979, For the computation period
beginning Mar. 20, 1 the base was lowered by (a)? peroent or &‘; the decrease
in an institution’s U.S. oﬁice gross loans to foreigners and gross balances due
from foreign offices of other institutions between the base period (Sept. 13-26,
1979) and the week e ding Mar. 12, 1980, whichever was greater. For the

29, 980, the base was increased by 7%2
percent above 1he base used to caf::ulate the mawunl reserve in the statement

ject to a 3 percent reserve requlrcment

6. For nonmember banks and thrift institutions that were not members of the
Federal Reserve System on or after July 1, 1979, a phase-in period ends Sept. 3,
1987. For banks that were members on or after July 1, 1979, but withdrew on or
before Mar. 31, 1980, the phase-in penod esteblished by Public Law 97-320 ends
on Oct. 24, 1985, For existing member banks the phase-in period of about three
years was completed on Feb. 2, 1984. All new institutions will have a two-year
phase-in beginning with the date that the open for business, except for those
institutions that have total reservable hxb ities of $50 million or more.

Tr on which the account holder is
permmed to make withd Ye iable or ble instr pay-
ment orders of withdrawal, md tel pmne and preauthorized transfers (in excess
of three per month) for the purpose of maki ments to third persons or others.
However, MMDAs and similar credv by insti bject to the
rules of the Depository Institutions Deregukuon Committee (DIDC) that permit
no more than six presuthorized, automatic, or other transfers per month of whxch

no more lha‘r!\ three clnbbe chec dl;e not ()such
are savings deposits subject to time it reserv mrements

8. The Monetary Control Ac! of 19&0‘ of i
accounts against which the 3 reaerve 9 app be modified

annually by 80 p of the age int held by
dl depository institutions determined as of hme 30 each year. Effective Dec. 31,
1981, the amount was increased accordi from $25 million to $26 million;
effective Dec. 30, 1982 to $26.3 million; we Dec. 29, 1983, to $28.9 million;
and eﬂ’ecuve Jan, 1 , 1985, to $29.8 rmlhon
| time deposits are time deposits, including savings
ns that are not transaction accounts and in which a beneficial interest is
d by a depositor that is not a natural person. Also included are certain
tmnst‘ernble time depoﬂts heid by natural persons, and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation D.

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

Percent per annum

: Savings and loan associations and
Commercial banks mutual savings banks (thrift institutions)!
Type of deposit In effect Sept. 30, 1985 In effect Sept. 30, 1985
Percent Effective date Percent Effective date
B oSaVINES . .ottt it ettt sl 1/1/84 sl 7719
2 Negotiable order of withdrawal accounts .. .......covevveiiiriiisniniens sVa 12/31/80 5V 12/31/80
3 Negotiable order of withdrawal accounts of $1,000 ormore? ............... | ovvisnnn..e /583 | ... 1/5/83
4 Money market deposit 8CCOUNt2 .. ... it i i A 12/14/82 ) 12/14/82
Time accounts
5 7-31daysofless than $1,0004 .. ...........cooovriviiiiiiiiiiniiiiinnns h1%3 1/1/84 5k 9/1/82
6 7-31 days of $1,000 Or MOTE2, ., ... ... ioiiverrninninrnnneniineenienennos | evvenennans, 583 | L. 1/5/83
T More than 31 days . .ouvveiiusueurennereenner e iiieinninreneerseres | oiiiiaiiena, 10483 ) L 10/1/83
1. Effective Oct. 1, 1983, restrictions on the maximum rates of interest payable the minimum denomination and average mai bal T was

by commercial banks and thrift institutions on various categories of deposits were
removed. For information regarding previous interest rate ceilings on all catego-
ries of accounts see earlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bank Board Journal, and the Annual Report of the Federal
Deposit Insurance Corporation,

£ Effective Dec. I, 1983, IRA/Keogh (HR10) Plan accounts are not subject to
minimum deposit requirements, Effective Jan, 1, 1988, the minimum denomina-
tion requirement was lowered from $2,500 to $1,000

3. Effective Dec. 14, 1982, depository institutions are authorized to offer a new
account with a required initial balance of $2,500 and an average maintenance
balance of $2,500 not subject to interest rate restrictions. Effective Jan. 1, 1985,

lowered to $1,000, No minimum maturity period is required for this account, but
depository institutions must reserve the right to require seven days, notice before
withdrawals. When the average balance is less than $1,000, the account is subject
to the maximum ceiling rate of interest for NOW accounts; compliance with the
average balance requirement may be determined over a period of one month.
Depository institutions may not g! a rate of interest for this account for a
period longer than one month or condition the payment of a rate on a requirement
that the funds remain on deposit for longer than one month.

4. Effective Jan. 1, 1985, the minimum denomination requirement was lowered
from $2,500 to $1,000. Deposits of less than $1,000 issued to governmental units
continue to be subject to an interest rate ceiling of 8 percent.




1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dollars

Policy Instruments A9

1985
Type of transaction 1982 1983 1984
Jan. Feb. Mar. Apr. May June July
U.S. GOVERNMENT SECURITIES
Outright tr " oadi had
transactions)
Treasury bills
1 Grosspurchases ..............oovvuen, 17,067 18,888 20,036 0 2,976 916 6,026 274 2,099 (]
2 Gross sales... 8,369 3,420 3 2,668 214 534 0 417 0 0
3  Exchange ... Q 0 0 0 0 0 0 0 0 0
4 Redemptions ............ 3,000 2,400 7,700 1,600 400 500 0 800 0 200
Others within 1 year
5 Grosspurchases ................... 312 484 1126 0 0 961 245 [ 0 0
6  Gross sales. . 0 Y 0 0 0 0 ] 0 0 ¢
7 Maturity shift 17,295 18,887 16,354 596 1,987 1,299 1,129 2,443 1.312 1,238
8 Exchange ... ~14,164 | -16,553 —20,840 -625{ -2,739 0] -1463| -2945 of -1,778
9 Redemptions .............ccovvvvvinins 0 87 1] ] 0 (i} 1] 0 0
1105 years
10 Gross purchases 1,797 1,896 1,638 0 0 465 846 0 0 0
11 Gross sales. . 0 0 0 0 0 0 0 0 0 [}
12 Maturity shift ~14,524 | -15,533 -13,709 -596] -1902} ~-1,299| -1,114] -2,101| -1312{ -1,153
13 Exchange ..................... 11,804 11,641 16,039 625 1,645 (1] 1,463 1,940 1] 1,778
5 10 10 years
14 Gross purchases 388 890 536 0 0 0 108 0 0 0
15 Gross sales.. (] [{] 300 100 0 0 [ 0 0 0
16 Maturity shift -2,172 -2,450 -2.371 0 -54 ] ~16 42 0 -85
17 Exchange ...............cvciiveennes 2,128 2,950 2,750 0 600 0 0 600 0 0
Over 10 years
18 Gross purchases 307 383 441 Q (13 0 0 1] 0 0
19 Gross sales. . 0 (] 0 0 0 0 0 0 0 0
20  Maturity shift —601 -904 -275 1] -30 0 0 -384 0 0
21 Exchange ............... 234 1,962 2,052 0 493 0 1] 405 0 ]
All maturities
22 Gross purchases ................. 19870 22,540 23,476 0 2,976 2,343 7,321 274 2,099 0
23 Gross sales .. 8,3 3,420 7,583 2,768 4 554 0 417 1] 0
24 Redemptions ...................... 3,000 2,487 7,700 1,600 400 500 0 800 0 200
Matched transactions
25 Grosssales.................... 543,804 1 578,591 808,986 66,668 57,076f 54,718 65,845| 78,8701 81,016 60,980
26  Gross purchases ........ 543,173 | 576, 810,432 66,367 57,283 s 64,001 71,597 83,782 59,165
Repurchase ment:
27 ross purchases ................. 130,774 105,971 139,441 20,225 19,584 4,922 1,540 21,16 2,801 10,486
28 Grossaales....... e . 130,286 | 108,291 139,019 21,852 17,077 7,429 088 , 2,80( X
29 Net change in U.S. government securities, . . 8,358 12,631 8,908 —-6,295 5,077 1,351 12,9311 -9,668 4,865 -2,015
FEDERAL AGENCY OBLIGATIONS
QOutright transactions
30 Grosspurchases ............. 0 0 0 [} [ Q Q 0 Q 43
31 Gross sales.. 0 0 0 [ 0 0 0 0 ] 0
32 Redemptions ..... 189 292 256 Q 17 i} 0 8 60 46
Repurchase agreements
33 ross purchases .......... e 18,957 8,833 1,205 1,463 2,428 445 983 1,336 120 2,439
34 Grosssales....... 18,638 9,213 817 1,851 2,048 825 452 1,867 120 2,439
35 Net change in federal agency obligations. . 130 ~672 132 388 363 -380 531 -540 ~60 —46
BANKERS ACCEPTANCES
36 Repurchase agreements, net..................4 1,285 ~-1,062 -418 0 1] 1] 0 (] 0 0
37 Total net change in System Open Market
ACCOUME . .....coiviviireniiieiisienensnd 9,773 10,897 6,116 -6,683 $,440 971 13,462 -10,208 4,808 -2,061

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

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

Millions of dollars

Wednesday End of month
Account 1985 1985
1
July 31 Aug. 7 Aug. 14 Aug. 21 Aug. 28 June July Aug.
Consolidated condition statement
ASSETS
1 Gold certificate account. . ..........ocovveiiniinnnnn. 11,090 11,090 11,090 11, 11,090 11,090 11,090 11,090
2 (S:pgcial drawing rights certificate account ............. 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
3 l_‘czlan .............................................. 486 486 488 49 487 474 486 484
ns
4  To depository institutions ..........ccoveiieavas, 1,567 861 2,397 1,441 1,098 1,338 1,567 2,068
S Other.......ovviiiniiiiiriiiiiiiii i, 0 0 0 0 0 0 0 0
Acceptances—Bought outright
6 _ Held under repurchase agreements................. 0 0 0 0 0 0 0 0
Federal agency obligations
7 Boughtowtright.......ccooiiiiiiiiinioiiinineans 8,257 8,257 8,227 8,227 8,227 8,303 8,257 8,227
8 Held under repurchase agreements . ................ 0 0 14 [ 354 ¢ [ [4]
U.S. government securities
Bou,fht outright
9 Bl 76,286 76,759 78,653 77,016 77,113 78,301 76,286 79,288
10 67,066 67,072 67,072 66,422 66,422 67,066 67,066 66,422
1 23,743 23,749 23,749 24,399 24,399 23,743 23,743 24,399
12 Total bought outright! .......... 167,095 167,580 169,474 167,837 167,934 169,110 167,095 170,109
13 Held under repurchase agreements 0 0 0 1,928 0 0 0
14 Total U.S. government securities . ... 167,095 167,580 169,474 167,837 169,862 169,110 167,095 170,109
15 Total loans aud securities .. ...............cooviivninn 176,919 176,698 180,098 177,508 179,541 178,751 l76,9i9 180,404
16 Cash items in process of collection................... 7,394 6,838 6,234 6,342 5,835 6,277 7,394 5,445
17 Bank premises. ...ovvveernreeieeienenensnenenanans 588 589 589 589 590 585 588 590
Other assets
18 Denominated in foreign currencies?................. 4,493 4,496 4,499 4,502 4,508 4,149 4,493 4,591
19 Allotherd .. ... ... i i i iiineiienens 9,494 8,125 8,890 6,896 7,141 7,695 9,494 7,260
20 TOMR MBBeAS . ... ...ooviiiiin it it 215,082 212,540 216,506 212,033 213,810 213,639 215,082 214,482
LIABILITIES
21 Federal RESErve NOLES ... ... ovvureurenaratnncnsins 171,286 172,437 172,524 171,782 171,797 170,178 171,286 1m,m
sits
22 0 depository institutions .. ........o.iiiiiiiien 26,253 24,026 28,691 23,656 27,184 27,236 26,253 25,665
23 U.S. Treasury—General account.........c.ooovevuns 2,656 X 2,754 L172 2,561 3,288 2,656 3,656
24 Foreign—Official accounts e 274 259 215 198 188 310 274 223
25 Other........cvviieniiiei i ii et iaaans 323 418 413 423 321 323 389
26 Total deposits ..............oiiivnnveinirnneranenns 29,506 28,550 32,006 . 28,439 30,356 31,158 29,506 29,933
27 Deferred availability cash items 7,965 5,946 5,952 5,825 5,663 6,015 7,965 5,597
28 Other liabilities am{ accrued dividends4 2,112 2,224 2,217 2,182 2,182 2,315 2,212 2,232
29 Total Habllitles . ..................coovviiiiinennnnss 210,969 209,187 212,699 208,228 209,998 209,663 210,969 210,474
CAPITAL ACCOUNTS
30 Capital paid in 1,741 1,741 1,744 1,748 1,748 1,721 1,741 1,748
3L Surplus ..o ei e . 1,626 1,626 1,626 1,626 1,626 626 1,626 1,626
32 Other capital 8CCOUNS . .. viv v uvvvreiiinirenerenerss 746 416 437 431 438 629 746 634
33 Total liabilities and capital accounts................... 215,082 212,940 216,506 212,033 213,810 213,639 215,082 214,482
34 MeMo: Marketable U.S. government securities held in
custody for foreign and international account...... 125,643 124,984 124,437 124,800 124,059 121,276 125,643 124,404
Federal Reserve note statement
35 Federal Reserve notes outstanding . ......oovvevnnans 201,968 202,913 203,802 204,277 204,535 200,234 201,968 204,511
36 Less; Heldby bank ........oovvveenanisn .. 30,682 30,476 31,278 32,495 32,738 30,056 30,682 31,799
37 Federal Reserve notes, net 171,286 172,437 172,524 171,782 171,797 170,178 171,286 172,712
Collateral held against notes net:
38 Gold certificate account. ..........ooviiiiiniinn.s 11,090 11,090 11,090 11,090 11,090 11,090 11,090 11,090
39  Special drawing rights certificate account . . 4,618 4,618 4,618 4,618 4,618 4,618 4,618 4,618
40 Othereligible assets .................... 0 0 0 0 0 0 0 (1]
41 U.S. government and agency securities . 155,578 156,729 156,816 156,074 156,089 154,470 155,578 157,004
42 Total colateral.........c.cociiiviinnnncnnn 171,286 172,437 112,524 171,782 171,797 170,178 171,286 172,712

1. Includes securities loaned—fully guaranteed by U.S. government securities
pledged with Federal Reserve Banks—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Assets shown in this line are revalued monthly at market exchange rates.

3. Includes special investment account at Chicago of Treasury bills maturing

within 90 days.

4. Includes exchange-translation account reflecting the monthly revaluation at

market exchange rates of foreign-exchange commitments.

NoTe: Some of these data also appear in the Board's H.4.1 (503) release. For

address, see inside front cover.



Federal Reserve Banks All
1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday End of month
Type and maturity groupings 1985 1985

July 31 Aug. 7 Aug. 14 Aug. 21 Aug. 28 June 28 July 31 Aug. 30
1 Loans—Total..............coviinvnnnn e 1,567 861 2,397 1,441 1,098 1,338 1,567 2,153
2  Within 1Sdays.................00el, PP 1,494 740 272 1,401 1,079 937 1,494 2,074
3 16daysto90days .....c.oiiiiiiiiaiiiin 73 119 122 40 1% 401 73 79
4 9ldaysto lyear.........coviieriniininiiriiins 0 2 3 0 ¢ [ o [\
S Acceptances—Total ................uent e (] [} 1] 0 [ 0 0 0
6 Withini5days..............c.coiiiiiiinnn 0 ] 0 0 0 0 0 0
7 16days 100 RYS ».unnsrs i 0 0 0 0 0 0 0 0
8 9ldaystolyear.............coiviiieniianniann, 0 0 [ (] 0 0 0 0
9 U.S. overnment securities—Total ................... 167,095 167,580 169,474 167,837 169,862 169,110 167,095 170,109

10 Within15days! ... ,291 10,678 10,533 69 10,845 7,604 9,291 ,2
11 16daysto90days .......cooovviiiiiininnnieaan.s K 37,667 37,756 35,025 34,680 39,719 35,609 35,438
12 91daystol Year.........cooiiiiiinciorronianinns 49,831 860 48,816 52,558 52,713 48,651 49 831 56,898
13 Overlyearto$ years ............................ 36,355 36,361 36,361 38,235 35 235 37,042 36,358 35,235
14 OverSyearsto 10 YeATS ........ovvneeenrinnnnn.. 15,196 15,201 15,201 866 4,866 15,281 15,196 1866
15 Over 1B Years. ......ovvvvineniieneninanrninnancns 20,813 20,813 20,813 21,463 21 463 20,813 20,813 21,463
l6 Federal a;ency obhgauons—’l‘oml .................... 8,257 8,257 8,227 8,227 8,581 8,303 8,257 8,227
Within [5days’.......c.oooiiiiiiiii i 120 30 97 210 566 159 120 213
18 16 days to 90ydays ...................... 635 719 622 509 476 677 635 475
19 91daysto ]l year.......covvvniineirienrneneninniss 1,783 1,789 1,879 1,879 1,813 1,813 1,783 1,813
20 Over [ yearto Syears...........oovieeeniarnnnns ,080 4, 3,990 3,990 4,070 4,023 4,080 4,070
21 OverSyearsto l0years..............oovveninnnns 1,240 1,240 1,240 1,240 1,257 1,232 1,240 ,257
22 Over 10 years........ovvitriiiniieiii s 399 399 399 399 399 399 399 399

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

Billions of dollars, averages of daily figures

Domestic Financial Statistics O November 1985

1985
Item 1981 1982 1983 1984
Dec. | Dec. | Dec. | Dec.
Jan. Feb. | Mar. | Apr. May | June | July | Aug.
ADJUSTED FOR Seasonally adjusted

CHANGES IN RESERVE REQUIREMENTS! -

1 Total reserves® ... ......oviuiiiii e 32.10] 34.28] 36.14| 39.08| 39.64| 40.43| 40.47| 40.71] 4132} 42.18] 42.61| 43.20

2 Nonborrowed reserves. ...........o.cooviiiiren.nn, 31.46| 33.65( 33.36| 3590| 38.24| 39.14{ 38.88] 39.39] 39.99| 40.97] 41.50] 42.13

3 Nonborrowed reserves plus extended credit® .......... 31611 33.83| 35.37f 38.50| 39.29| 39.95| 39.94| 40.26( 40.52| 41.64] 42.01| 42.70

4 ReqQUIred re8erves........coiiieenrvennensenenseenss 31,781 33.78) 35.581 38231 38.89) 39.53) 39.71) 39.97| 40.52] 41.27] 417 42.36

S Monetary base? .. ... ... iiii i e 158.10( 170.14| 185.49( 199.03 | 200.21 | 202.05| 202,95 203.56| 205.35{ 207.66| 208.83| 211.23

Not seasonally adjusted

6 Total reserves® ...............viviinairirnieniionins 32.82| 35.01] 36.86| 40.13] 40.70) 39.88) 40.07) 41.25] 40.64| 41.96] 42.41| 42.60

7 Nonborrowed reserves. ... .o..o.vviuirseirvrreieres 32.180 3437 36.09| 36.94| 3931 38.59| 38.47| 39931 3931 40.75( 41.30| 41.53

8 Nonborrowed reserves plus extended credit® .......... 32.331 34561 36.09| 39.55| 40.36] 39.39] 3953 40.80| 39.84] 41.42| 41.81| 42.10

9 Required reserves................., [ 32.50( 34.51f 36.30( 39.28 , 38.97( 39.30( 40.52( 39.8 41.05) 41.55( 41.7
10 Monetary base? .. ......o.viiniiniiiiiniieniaerianss 160.94| 173.17] 188.76| 202.02| 200.93| 199.54 200.86| 203.42| 204.54| 207.99} 210.26| 211.31
NoT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTSS

1] Totalreserves® ................oiiiiiiiunaennnecnnns 41.92] 41.85| 38.89| 40.70| 41.12( 40.27( 4049 41.65| 41.05] 4235 42.80( 42.97
12 Nonborrowed reserves.............. e 41.29] 412271 38.12) 37.51) 39.73] 3898 3890 40.33] 39.72| 41.15] 41,70] 41.%0
13 Nonborrowed reserves plus extended credit® .......... 41.44]1 41.41] 38,12 40.09| 40.88| 39.83| 40.03| 40.77| 40.45| 41.88| 42,23 42.50
14 Required reserves . ..........vvvuvuieinareenronnnes 4161 41.3 38.33| 39.84( 40.38[ 39.37| 39.73| 40.91| 40.25| 41.45| 41.95] 42.13
IS Monetary based . ..........ooiiiieiiiiiniriiiiias 170.47| 180.52] 192.36] 202.59| 201.38| 199.94| 201.29 | 203.81 | 204.94] 208.39{ 210.65| 211.68

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

1. Figures incorporate adjustments for discontinuities associated with the
implementation of the Monetary Control Act and other regulatory ch to
reserve requirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit labilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discontin-
uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

hal

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

Before C R, all ts of the tary base other than excess reserves

2. Total reserves not adj or ities ist of reserve
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lagged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

3. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with i i es. B there is

d liquidity p:
not the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit, the money market impact of extended credit is
similar to that of nonborrowed reserves.
4, The y base not adjusted for discontinuities consists of total reserves
lus required cleannibalances and adjustments to compensate for float at Federal
eserve Banks and the currency component of the money stock less the amount

are y as a whole, rather than by component, and excess
reserves are added on a not seasonally adjusted basis. After CRR, the seasonally
adjusted series ists of lly adj d total reserves, which include
excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted
currency component of the money stock and the remaining items seasonally
adjusted as a whole. X

3. Reflects actual reserve requirements, including those on nondeposit Habil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with implementation of the Monetary Control Act or other regulatory changes to
reserve requirements. .

NoTtE. Latest monthly and biweekly figures are available from the Board's
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures
1985
1981 1982 1983 1984
Item!
Dec. Dec. Dec. Dec. May June July Aug.
Seasonally adjusted
41.8 480.8 528.0 558.5 581.6 591.2 595.8 606.0
1,794.4 1,954.9 2,188.8 2,371.7 2,444.6 2472.7 2,490.2" 2,513.4
2,235.8 2,446.8 2,701.8 2,995.0 3,075.7 3,102.77 3113.¢ 3,136.0
2,596.5 2,854.7 3,168.8 3,539.4 3,642.3 n.a. * n.g.
4,255.¢/ 4,649.77 5177.% 5.926.9 6,226.5 6,287.5 6,349.97 n.a.
M1 components
6 CUITENCY? ... .ot cia e iieanennns 124.0 134.3 148.4 158.7 163.1 164.5 165.4 167.1
7 Travelerschecks? ........... ...t 4.4 4.3 4.9 5.2 5.5 5.7 5.9 5.9
8 Demand deposits®..............oiiiiieiiiiiiins 2352 238.6 243.5 248.6 255.8 260.7 260.9 264.1
9 Other checkable depositsS..................coveen 78.2 103.5 1313 146.0 157.3 160.3 163.6 168.8
Nontransactions components
10 InM20. ., iy 1,352.6 1,474.0 1,660.8 1,813.3 1,863.0 1,881.5" 1,894.47 1,907.4
o IaM3only? (oot 441.4 492.0 512.9 6233 631.07 630.0 623.47 622.7
Savings deposits®
12 Commercial Banks ............c.coiiiininiiinnnn, 158.6 163.5 1334 122.6 120.4 121.9 123.2 124.2
13 Thriftinstitutions ............c..oiiiiiiiiininnn 185.8 194.4 173.6 166.0 168. 170.2 172.8 176.1
Small d ination time deposits®
14 Commerical Banks ................ooiivvniniene, 3478 379.8 350.7 387.0 390.07 390.7 388.4 384.1
15 Thriftinstitutions .............ooiiiievniiiniiine, 475.8 4717 433.8 498.6 502.17 503.5 500.27 494.4
Money market mutual funds
16 General purpose and broker/dealer ................. 150.6 185.2 138.2 167.5 1.2 175.4 175.8 176.7
17 Institution-only ...............ciiiiiiiiniiiienn, 38.0 511 43.2 62.7 63.5 67.1 64.8 62.9
e d ination time deposits!®
18 ammercial Banksll, .. ... .. ... ..o, 247.5 262.0 228.9 264.4 .1 267.7 266.0 268.0
19 Thriftinstitutions ............ ... oot 54.6 66.2 101.% 151.8 156.1 156.4 154.2 153.7
Debt components
20 Federaldebt............cocoiiiiiiiiiiiiiininin., 825.9 979.3 LINy 1,367.3 1,442.8 1,459.57 1,479.0 n.a.
21  Non-federaldebt......................... S 3429.7 3,670.47 4,004.37 4,559.7 4,783.7 4,828.00 4,870.9 n.a.
Not seasonally adjusted
452.2 491.8 539.7 570.4 576.2 592.3 599.1 601.6
1,798.7 1,959.6 2,194.0 2,376.7 2,440.7 2,476.4 2,496.2 2,506.6
2,243.4 2,454.4 2,709.2 3,002.1 3,073.¢" 3,108. 3,115.8 3,130.9
2,604.7 2,859.5 3,172.7 3,540.9 3,637.2 n.a. n.a. n.a.
4,251.06 4,644.00 5,176/ 5,920.8 6,198.7 6,262.¢/ 6,326.6 n.a.
M1 components
27 CUITENCYZ . .ottt aaes 126.2 136.5 150.5 160.9 163.2 165.2 166.8 167.7
28  Travelers checks? .. 4.1 4.0 4.6 4.9 5.4 6.0 6.6 6.6
29 Demanddepositst.................oviiiiiiiiiin, 243.4 247.2 252.2 257.4 251.4 259.8 262.2 260.9
30 QOther checkable deposits’. . ....................... 78.5 104.1 132.4 147.2 156.2 161.3 163.5 166.3
Nontransactions components
- L 1,346.5 1,467.8 1,654.2 1,806.3 1.864.5 1,884.1 1,897.17 1,905.1
32 M3oonly .. e 444.7 494.8 51S. 625.4 632.9 629.07 619.6" 624.2
Money market deposit accounts
33 Commercial banks ...........c.ooiiiiiiiiiiiian, n.a. 26.3 230.5 267.1 268.37 307.3 313.0 317.7
Thrift institutions .................... e .0 16.9 148.7 147.9 165.6 167.8 171.0 174.0
Savings deposits®
35 Commercial Banks ..................coiiiiiin 157.5 162.1 132.2 1214 121.7 123.2 124.4 124.0
36 Thrift institutions ..........ccvivueriiniiiniiinns 184.7 193.2 172.5 164.9 170.1 172.6 175.1 175.5
Small d ination time dep 9
37 Commercial Banks .............c..oiiiiiiiin, 347, 380.1 351.1 387.6 385.2 386.4 386.4 385.4
38  Thriftinstitutions ...............ccoiiiiiiiiin 475.5 471.7 434.2 499.4 495.5 496.8 497.6" 494.1
Money market mutual funds
39  General purpose and broker/dealer................. 150.6 185.2 138.2 167.5 172.2 175.4 175.87 176.7
40 Institution-only ......... ... e 38.0 s1.1 43.2 62.7 63.5 67.1 64.8 62.9
e denomination time deposits!?
41 Commercial Banks!l....................ccooiii 251.7 265.2 230.8 265.9 270.0 267.3 265.1 269.8
42 Thriftinstitutions ...........oviiiiiiiiiaiiiian, 54.4 65.9 101.4 151.1 156.1 156.0 1543 155.1
Debt components
43 Federaldebt..................oiiiiiiiiiinn, 823.0 976.4 1,170.2 1,364.7 1,443.8 1,457.9 1,475.8 n.a.
44 Nonfederaldebt...................cccciiinininn, 3,428.00 3,667.6¢/ 4,001.4 4,556.17 4,754.9" 4,804.8 4,850.9 na.

For notes see following page.
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NOTES TO TABLE 1.21

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

MI: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of k issuers; (3) d d deposi
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the

2. Currency outside the U.S. Treasury, Federal Reserve Banks, and vaults of
commercial banks. Excludes the estimated amount of vault cash held by thrift
institutions to service their OCD liabilities.

3. Outstanding amount of U.S, dollar-denominated travelers checks of non-
l}ank issuers, Travelers checks issued by depository institutions are included in

?rocess of collection and Federal Reserve float; and (4) other checkable dep
OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) at deposi instituti credit unjon share draft

and d d deposits at thri%t institutions. The currency and demand

P p lude the estimated amount of vault cash and demand
deposits rcsrectivcly ‘held by thrift institutions to service their OCD liabilities.

. M2: MI plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-
d ination time deposits (time deposits—including retail RPs—in amounts of
less than $100,000), and bal in both ble and tax. general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Kcogh balances at depository institutions and money market
funds. Also excludes all balances held by U.S. commercial banks, money market
funds (general purgose and broker/dealer), foreign governments and commercial
banks, and the U.S. government. Also subtracted is a consolidation adjustment
that represents the estimated of d d d its and vault cash held by
thrift institutions to service their time and savings deposits. .

M3: M2 flus large-denomination time’deposits and term RP liabilities (in
amounts of $100,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
balances in both taxable and tax-exempt, institution-only money market mutual
funds. Exclud held by d itory institutions, the U.S, government,
money market funds, and foreign banks and official institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
and Eurodollars held bz institution-only money market mutual funds.

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

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

4. Demand deposits at commercial banks and foreign-related institutions other
than those due to domestic banks, the U.S. government, and foreign banks and
official institutions less cash items in the process of collection and Federal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial banks by thrift institutions to service their OCD liabilities. )

5. Consists of NOW and ATS balances at all depository institutjons, credit
unien share draft bal and d dd s at thrift institutions. Other

heckable deposit {ly adjusted equals the difference between the season-
ally adj i sum of d plus OCD and lly adjusted d d
deposits. Included are all ceiling free *‘Super NOWs,” authorized by the
l?;&osilory Institutions Deregulation committee to be offered beginning Jan. §,

.Iy.l it

6. Sum of overnight RPs and overnight Eurodollars, money market fund
balances (general purpose and broker/dealer), MMDAs, and savings and small
time deposits, less the consolidati dj that rep s the estimated

1t of d d deposits and vault cash held by thrift institutions to service
their time and savings deposits liabilities.

7. Sum of latge time deposits, term RPs and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less a consolidation
adjustment that represents the estimated amount of overnight RPs and Eurodol-
lars held by institution-only money market funds.

8. Savings deposits exclude MMDAs. .

9. Small-denomination time deposits—including retail RPs— are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
‘li(eogl_l accounts at commercial banks and thrifts are subtracted from small time

eposits.

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

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

NOTE: Latest monthly and weekly figures are available from the Board's H.6
(508) release, Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C, 20551.
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1.22 BANK DEBITS AND DEPOSIT TURNOVER
Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.
1985
Bank group, or type of customer 1982} 1983! 1984!
Feb. Mar. Apr. May June July
DEBITS TO Seasonally adjusted

Demand deposits?
1 All insured banks 90,914.4 109,642.3 128,440.8 143,281.5 139.608.3 156,513.2 149,252.8{ 146,714.9| 157,128.3
2 Major New York City bank: 37,932.9 47,7694 57,392.7 63,157.0 62,523.7 70,621.4 66,394.3 66,615.5 69,952.8
3 Otherbanks..... 52,981.5 61,873.1 71,048.1 80.124.5 77.084.6 85.891.8 82,858.4 80,099.4 87,175.5
4 ATS-NOW accounts: 1,036.2 1,405.5 1.588.7 1,618.6 1,567.0 1,689.3 1.771.1 1,614.3 1.870.1
5 Savings depositsé....................... 720.3 741.4 633.1 499.8 $39.2 589.0 636.4 544.4 584.3

DrposiT TURNOVER

Demand deposits?
6  All insured banks ........ 324.2 379.7 434.4 471.4 456.3 5154 484.6 471.4 506.4
7  Major New York City bank 1,287.6 1,528.0 1,843.0 1,902.2 1,967.0 2,183.9 2,079.6 2,104.9 2,131.4
8  Other banks . 211t 240.9 268.6 295.9 281.1 316.5 300.2 286.5 314.2
9 ATS-NOW acco 14.5 15.6 15.8 15.0 14.4 15.4 16.1 14.4 16.4
10 Savings deposits?....................... 4.5 5.4 5.0 4.2 4.6 5.0 5.4 4.6 4.9

DebITs TO Not seasonally adjusted

Demand deposits?
11 Al insured banks ........ 91,031.8 109,517.6 128,059.1 129,297.2 143,154.3 151,536.1 151,342.3| 148,651.5 157,898.2
12 Major New York City bank 38,001.0 47,707.4 57,282.4 57.337.4 64‘188 9 67.422.3 67,249.3 67,999.4 70,496.1
13 Other banks e 53,030.9 ,310.2 70,776.9 71,959.8 78,965.4 84,113.8 84,093 80,652.1 87.402.1
14 ATS-NOW acco $,027.1 1,397.0 1,579.5 1,524.4 1,624.7 1,946.1 1,775.5 1,744.0 1,807.5
IS MMDAS ... 567.4 848.8 980.9 1,032.5 1,221.4 1,146.7 1,077.9 1,183.3
16 Savings depo .................... 720.0 742.0 632.9 455.5 5529 644.4 621.1 549.7 586.0

DerosiT TURNOVER

Demand deposits?
17 All insured banks 3250 379.9 4331.5 437.2 480.9 498.1 505.5 480.6 509.5
18 Major New York City banks 1,295.7 1.510.0 1,838.6 1,780.6 1,9%0.7 2,138.6 2,205.8 2,125.9 2,185.9
19 Otherbanks............. 2115 240.5 267.9 273.0 297.5 308.4 312.7 290. 3i4.8
20 ATS-NOW accounts? 14.4 15.5 15.7 14.3 14.9 17.2 16.2 15.5 159
AMMDAS .. e e, 2.8 3.5 34 35 4.2 3.9 35 3.5
22 Savings deposits* 45 5.4 50 39 4.7 54 5.2 4.6 4.8

{. Annual averages of monthi ! figures.
2. Represents accounts of indivi
states and political subdivisions.

uals, partnerships, and corporations and of

3. Accounts authorized for ncgouable orders of wnhdrawal (NOW) and ac-
! (ATS). ATS data

counts authorized for automatic

avallabxhty starts with December 1978.

Excludes ATS and NOW accounts, MMDA and special club accounts, such

as Chnstmas and vacation clubs.
5. Money market deposit accounts.

NOTE Historical data for demand deposits are available back to 1970 estimated
rt from the debits series for 233 SMSAs that were available through June
. Historical data for ATS-NOW and savings deposits are available back to
Jul 1977. Back data are available on request from the Banking Section, Division
of Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D. 1.
These data also appear on the Board's G.6 (406) release. For address, see inside
front cover.
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1.23 LOANS AND SECURITIES All Commercial Banks’
Billions of dollars; averages of Wednesday figures

1984 1985
Category
Sept. Oct, Nov Dec. Jan. Feb. Mar, Apr. May June July Aug.
Seasonally adjusted
1 Total loans and securities? ... ... 1,674.8 |1,682.8 |1,701.0 [1,714.8 | 1,724.0 | 1,742.3 | 1,788.9 | 1,768.8 | 1,785.3 | 1,799.1 | 1,814.% | 1,824.6
2 U.S. government securities. . ... 258.0 257.0 259.4 260.2 260.1 265.8 266.9 261.1 265.9 266.6 271.0 270.9
3 Other securities . ....... 141.9 141.5 141.1 139.9 142.4 140.8 138.7 140.1 142.1 144.5 145.5 148.2
4 Total loans and leases? 12749 {1,284.3 |1,300.6 |1,314.7 | 1,321.5 | 1,335.6 | 1,353.3 | 1,364.6 | 1,377.3 | 1,388.0 | 1,397.8" | 1,405.5
S Commercial and industrial 460.0 463.0 467.1 468.1 468.4 473.4 480.4 480.9 483, 483. 484.2 485.8
6 Bankers acceptances held”. . 54 5.6 6.0 5.2 5.0 6.1 6.4 54 4.9 4.7 5.1 5.0
7 Other commercial and
industrial ... . .. 454.6 457.3 461.1 462.9 463.4 467.2 474.1 475.5 4784 478.9 479.1 480.8
8 U.S. addressees® . . . 443.5 446.7 450.7 453.3 4537 | 457.00 | 46377 | 465 | 468.7 469.77 | 469.9 471.3
9 Non-U.S. addressees 11.1 10.6 10.3 9.6 9.7 10.2 10.3 10.3 9.6 9.1 9.2 9.5
10 Real estate 364.7 367.7 371.8 375.6 377.9 382.1 385.8 389.9 393.8 397.4 401.4 405.3
11 Individual 241.3 243.5 246.7 251.0 254.6 257.7 261.9 265.5 268.7 271.5 274,97 277.4
12 Security.....c......oo.ein.. 28.8 30.3 30.2 315 319 3.6 32.8 35.1 37.5 40.0 40.3 36.7
13 Nonbank fin
institutions .. 1.2 311 312 31.4 31.2 309 30.6 3.2 3.5 3.2 1.6 32.3
14 Agricultural................. 40.8 40.6 40.4 40.3 39.9 39.6 39.5 39.4 39.47 39.4 39.6 39.6
15 State and political
subdivisions ............ 41.7 41.4 42.3 44.2 46.9 46.6 46.8 47.1 47.5 47.4 41.7 48,7
16  Foreign banks............... 1.7 1.7 11.9 11.5 11.4 11.4 1117 10.8 10.5 10.3 10.4 10.1
17 Foreign official institutions ... 8.9 8.5 8.4 8.3 19 19 7.7 7.8 7.8 7.6 7.2 6.4
18  Lease financing receivables. .. 15.0 15.1 15.3 15.5 15.6 15.8 16.1 16.4 16.7 16.9 17.3 17.5
19 Allother loans.............. 30.8 315 353 37.2 35.8 38.6 403 40.5 40.5 42.6 43.2 45.7
Not seasonally adjusted
20 Total loans and securities? ...... 1,673.2 ]1,684.0 |1,701.9 |1,72588 | 1,732.0 | 1,740.4 | 1,755.0 | 1,766.0 | 1,781.4 | 1,800.0 | 1,807.9" | 1,818.0
21 U.S. government securities.. ... 255.7 254.1 255.2 256.9 260.1 266.8 269.0 266.6 268.0 270.3 270.8 269.3
22 Other securities .....,......... 141.3 140.9 141.2 141.5 143.3 141.0 138.9 139.8 142.7 144.1 144.1 147.7
23 Total loans and leases?......... 1,276.2 | 1,289.0 {1,305.5 [1,3274 [ 1,328.7 | 1,332.6 | 1,347.1 | 1,350.7 | 1,370.7 { 1,385.5 | 1,392.9-{ 1,400.9
24  Commercial and industrial . . .. 459.9 463.8 467.3 471.2 470.3 472.9 480.0 481.2 481.9 482.1 483.3 483.6
25 Bankers acceplances held®.. 53 55 59 57 5.1 6.0 6.3 55 4.9 4.8 5.0 4.9
26 Other commercial and
industrial ...,......... 454.6 458.3 461.4 465.5 465.2 466.9 473.7 475.7 477.0 477.2 478.3 478.7
27 U.S. addressees*........ 443.3 447.2 450.5 455.0 455.4 457.2 463.9 466.17 | 467.8 468.3 469.0 469.2
28 Non-U.S. addressees®. . .. 11.3 111 11.0 10.5 9.8 9.7 9.8 9.6 9.2 8.9 9.3 9.5
29 Realestate ................. 365.8 368.9 372.8 376.2 378.6 381.7 384.7 388.6 3928 396.9 400.8 405.5
30 Individual .................. 2423 245.3 248.4 254.0 257.0 257.4 259.7 263.2 266.5 269.6 273.2 277.2
31 Security....... re e 21.7 30.2 317 35.2 33.0 30.8 32.2 35.0 36.0 39.9 38.3 358
32 Nonbank financial
Jinstitutions ............. 31.3 31.0 3.1 31.5 31.3 30.7 30.6 313 31.3 31.2 31.7 32.4
33 Agriculural................. 41.6 41.2 40.5 40.0 39.3 38.8 38.6 38.8 9.3 39.9 40.4 40.5
34  State and political
subdivisions ............ 41.7 414 42.3 4.2 46.9 46.6 46.8 47.1 471.5 47.4 477 4.7
35  Foreignbanks. .............. 119 12.0 122 12.2 117 114 109 10.4 10.3 9.9 10.2 9.9
36 Foreign official institutions ... 8.9 8.5 84 8.3 7.9 7.9 7.7 7.8 7.8 7.6 7.2 6.4
37  Lease financing receivables. .. 14.9 15.0 15.1 15.5 15.8 16.0 16.3 16.4 16.7 16.9 17.2 17.3
38  Allotherloans.............. 30.1 317 35.5 39.2 3.0 38.4r 39.4 39.9 40.7 4.2 a0 43.6
2. Excludes loans to cial banks in the United States.

1. Data are grorated averages of Wednesday estimates for domestically char-
tered insured banks, based on weekly sample reports and quarterly universe
reports. For foreign-related institutions, data are averages of month-end estimates
based on weekly reports from large U.S. agencies and branches and quarterly
reports from all U.S. agencies and branches, New York investment companies
mc?'ority owned by foreign banks, and Edge Act corporations owned by domesti-
cally chartered and foreign banks.

3. Includes nonfinancial commercial paper held.

4, United States includes the S0 states and the District of Columbia.
. NoTE. These data also appear in the Board's G.7 (407) release. For address, sce
inside front cover.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

1984 1985
Source
Sept. Oct. Nov Dec. Jan. Feb Mar Apr. May June July Aug.
Total nondeposit funds
1  Seasonally adjusted? .. .... 1065 1079 112.0| 1085} 102.5} 113.9r| 1169 10527 112.0/ 112.57] 108.5 112.8
2 Not seasonally adjusted 107.0 109.6 117.5 3R] 104.87F 117.4r] 119.47] 10837 117.27 114.871 107.3 114.6
Federal funds, RPs, and other
borrowings from nonbanks?
3 Seasonally adjusted..... 1416 | 14141 1450 140.5| 1388 | 1468 | 1472 1388 | 142.0 146.7 | 146.9 144.1
4  Not seasonally adjusted 142.1 143.1 150.5 143.1 141.1 150.2 149.7 141.9 147.2 149.0 145.8 146.0
S Net balances due to foreign-related
institutions, not seasonally
adjusted . ........... 0 -35.1 =335 -33.1 | -320( -3637| -32.8| -30.37| -33.6/| —-30.00| -34.2r{ -38.5" -31.3
MEMO
6 Domestically chartered banks’ net
Eosnions with own foreign
ranches, not seasonally
adjusted? ... ......... -3421 -327| -314 ] -348"] -31.6| —-29.57 -32.4| -29.¢/| -32.5 | -384 -329
7  Gross due from balances . 69.8 68.3 69.0 71.4 70.5 71.4 4.9 74.6 76.6 7.3 76.0
8 Grossduetobalances................o.n. 35.6 35.6 37.6 36.6° 38.9 41.9 42.57 45.0 4.1 40.9 43.1
9 Foreign-related institutions' net
positions with directly related
Institutions, not seasonally
adjusted® ............ B! 7 ~.4 -.6 -1.51 -1.2 ~.8 -L¥ -5 -1 [ 4 1.6
10 Gross due from balances 51.7 50.8 50.7 520 53.17 54.1 53.4 51.8 52.4 53.8 54.9 55.3
11 Gross due to balances 51.8 515 50.4 51.4 516/ S2.8f ST 507 52.00 s2.1r 54.9 56.9
Security RP borrowings
12 Seasonally adjusted® ..................... 81.4 82.0 84.0 81.1 82.3 90.1 92.0 85.4 85.5 86.5 87.1 87.4
13 Not seasonally adjusted . ................. 79.4 81.2 87.0 81.1 82.2 91.1 92.0 86.0 88.3 86.3 834 86.8
U.S. Treasury demand balances’
14  Seasonally adjusted...................... 16.0 8.0 17.3 16.1 14.7 13.0 11.8 14.6 22.6 17.4 24.9 16.7
15 Not secasonally adjusted .................. 17.5 11.0 10.4 12.5 18.5 15.8 12.8 15.47 20.9 14.9 23.1 13.4
Time deposits, $100,000 or more®
16 Seasonally adjusted .................. ..., 3154 3214 323.0 25.8 324.8 3254 329.9 332.6 3312 326.8 323.2 325.0
17 Not seasonally adjusted . ................. 3168 | 3222 3229 | 3273} 3256 3249 3303 ) 330.1] 329.¢] 3264 | 3223 326.8

1. Commercial banks are those in the 50 states and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and foreign banks.

2. Includes seasonally adjusted federal funds, RPs, other borrowings from

banks and not lly adj d net Eurodoliars. Includes averages of
Wednesday data for d ily chartered banks and averages of current and
previous month-end data for foreign-related institutions.

3. Other borrowings are borrowings on nn'{x" t, suchasa issory
note or due bill, given for the purpose of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and from foreign

banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in ns.

4. Averages of daily figures for member and nonmember banks.

S, Averages of daily data,

6. Based on daily average data reported by 122 large banks.

7. Inclyqes U.S. Treasury deu&:ﬂ miu and Treasury tax-and-loan notes at

S. ag y
8. Averages of Wednesday figures.
. NortE. These data aleo appear in the Board's G.10(411) release. For address see
inside front cover.
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series

Billions of dollars

1984 1985
Account T
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June July" Aug.
ALL COMMERCIAL BANKING
INSTITUTIONS!
1 Loans and securities.................. 1,822.7 1,822,7] 1,864.0| 18538 1,873.4| 1,880.5( 1,895.9] 190511 1,923.5] 1942.2{ 19464
2 Investment securities ............... 375.2 374.4 377.5 381.0 382.0 3833 383.4 389.8 391.6 391.9 393.3
3 U.S. government securities........ 241.2 240.4 242.5 2449 248.0 250.9 250.0 254.0 254.9 255.8 253.7
4 Other ......ooovviiiiiiieieen, 134.0 133.9 134.9 136.1 134.1 132.5 133.4 135.8 136.7 136.1 139.5
5 Trading account assets.............. 2.5 21.9 229 24.2 27.6 23.7 23.5 23.5 23.1 22.2 24.3
6 Totalloans ...........covvvrenenns 1,424.9 1,426.4| 1,463.7| 14487 1,463.7] 1473.5{ 1,489.0] 1491.8( 1,508.7] 1,528.11 1,528.9
7 Interbank loans .................. 126.1 122.6 126.9 125.2 128.6 125.9 130.7 123.8 122.8 132, 128.3
8 Loans excluding interbank ........ 1,298.8 1,303.8| 1,336.8| 1323.4| 1,335.1{ 1,347.6| 1,358.3| 1,368.0| 1,385.9| 1,395.4] 1,400.6
9 Commercial and industrial. . ..... 461.7 468.7 476.8 469.8 476.5 482.7 481.5 482.8 483.6 486.1 484.8
10 Realestate .................... 369.8 374.4 371.7 380.2 382.5 386.0 389.8 394.9 398.8 403.3 407.5
11 Individual ..................... 247.1 249.6 255.5 2574 258.1 260.4 264.2 267.3 270.9 274.8 278.8
12 Allother .......ovviviuniinnin, 214.2 2111 226.8 216.1 218.0 218.4 222.8 223.0 232.6 231.2 229.6
13 Total cash assets..................... 188.0 188.4 201.9 187.8 189.2 183.4 187.3 202.0 190.1 197.2 188.4
14  Reserves with Federal Reserve Banks 18.1 20.4 20.5 20.9 19.6 19.8 229 20.7 21.6 21.0 24,
15 Cashinvault ...................... 214 23.9 23.3 219 21.8 213 213 23.3 2.2 2.0 2.6
:g 'qash items in pmces% 0§ collection . ., 70.2 6.5 759 66.9 68.8 63.9 64.1 76.5 68.4 713 62.4
b at U.S. deposi
institutions . ............ii i 2.0 30.9 34.5 30.9 2.2 31.6 30.1 35.1 31.2 32.5 30.6
I8 Othercashassets ................. . 46.3 46.7 41.7 47.3 46,7 46.8 48.9 46.5 46.7 50.5 48.3
19 Otherassets ..........ooovvneevnnenns 201.6 190.1 196.8 191.7 195.4 188.5 188.7 183.4 189.4 195.2 179.1
20 Tota} assets/total liabilities and capital ... 2,212.2 2,201.2| 2,262.6 2,233.3| 2,257.9| 2,252.4| 2,272.0| 2,290.5| 2,303.0| 2,33.7] 2,3139
21 Deposits ..... ..ot 1,578.9 1,578.21 1,631.2| 1,6043( 1,617.8] 1,625.6| 1,6364| 1,659.2| 1,657.1} 1,682.2| 1,673.7
2 ransaction deposits................ 462.7 453.1 491.1 456.8 459.2 457.6 465.3 479.9 473.6 492.6 4752
23 Savingsdeposits ................... 371.1 378.1 386.3 400. 406.8 409.8 409.4 418.0 424.8 433.2 4353
24 Timedeposits.............ccouve . 745.0 747.0 753.8 141.5 751.8 758.2 761.7 761.3 758.7 756.4 763.1
25 BOrrowings. .........ccooiiiiiiiiiie 3143 298.8 304.1 306.5 308. 300.6 309.8 304.9 3154 3194 306.1
26 Other liabilities ...................... 174,17 179.4 181.1 173.7 182.2 176.9 175.3 175.6 179.3 181.0 181.4
27 Residual (assets less liabilities)......... 1449 144.8 146.2 148.8 149.2 149.2 150.5 150.8 151.3 152.1 152.7
MEMO
28 U.S. government securities (including
trading account). ................. 256.3 255.2 256.9 261.9 269.5 268.4 266.4 268.9 270.6 269.7 267.9
29 Other securities (including trading
BCCOUND). .. vv v evvnirenniennses 141.5 141.1 143.4 143.2 140.2 138.7 140.6 144.3 144.2 144.5 149.7
DOMESTICALLY CHARTERED
COMMERCIAL BaNKks3
30 Loans and securities.................. 1,728.5 1,726.7 1,765.4 1,759.6 1,774.6 1,781.9 1,796.4 1,809.2 1,8253 1,843.0 1,846.5
31 Investment securities .............. . 367.9 367.5 370.5 373, 374.7 376. 376.7 383. 384.6 384.7 386.0
2 U.S. government securities........ 236.1 235.8 237.9 240.2 A43.2 246. 246.0 250.3 250.9 252.0 250.0
33 Other .....oovvevieviaiiiiniinn, 131.8 131.6 132.6 133.5 131.5 130.0 130.6 133.0 133.7 132.7 136.0
34 Trading account assets 22.5 219 229 24, 27. 23, 23, 23. 23.1 22.2 24.3
35 Total loans .... 1,338.0 1,337.31 1,372.1| 1,36L7] 1,372.3| 1,381.6] 11,3962 1,402.5{ 1417.6| 1,436.1F 14362
36 Interbank loan: . 103.3 96. 102.8 100. 100. 99. 103.1 100. 100. 109.7 104.3
37 Loans excluding interbank, ........ 1,234.7 1,241.21 1,269.3| 1,261.2| 1,271.4] 11,2816 1,293.1| L302.1] 1,317.3| 1,326.4] 1,331.9
38 Commercial and industrial. ...... 423.0 424.7 430.2 425.7 431.5 435.5 436.0 435.9 435.3 437.4 435.6
39 Real estate 365.5 369.1 321 375.1 3773 380.9 384.5 389.4 393.3 397.7 401.9
40 Individual 246.9 249.4 255.3 257.2 257.9 260.2 263.9 267.1 270.6 274.5 278.6
41 All other 1993 198.0 2.7 203.1 204.3 205.0 208.7 209.6 218.1 216.7 2159
42 Total cash assets.....oovveviiuiiiens 176.6 176.8 190.3 175.7 177.8 172.5 175.7 191.0 179.0 185.0 176.3
43 Reserves with Federal Reserve Banks 17.1 19.7 19.2 20.2 18.7 19.2 223 19.6 20.9 20.4 23.7
Cashinvault ...................... 214 23.9 233 219 218 213 213 23.2 2.2 22.0 22.6
:2 F\ash items in procesa'sJ og collection ... 69.9 66.3 75.6 66.7 68.5 63.7 63.9 76.2 68.1 71.0 62.1
b at deposi
institutions 7 30.7 29.4 329 29.5 30.9 30.3 28.7 337 29.7 312 28.9
47 Other cash asset: 37.5 37.5 39.3 315 37.9 38.0 39.5 38.2 38.0 40.3 39.0
48 Otherassets . ......coooovveivinenine,s 147.9 139.7 1421 137.6 139.0 137.2 137.6 131.6 137.8 143.7 129.5
49 Total assets/total liabilities and capital .. .| 2,083.1 2,043.21 2,007.8] 2,0729] 20014} 2,001.7] 2,107 2,131.8) 2,421 2,17.7] 2,1524
50 Deposits 1,539.1 1,538.0] 1,587.8| 1,561.8] 1,573.7f 1,580.5] 1,591.7| 1,616.0{ 1,614.5| 1,639.5( 1,628.7
51 ransaction deposits 456.2 446.8 484.5 450.6 452.9 451.4 458.9 473.5 467.3 486.3 468.7
52 Savings deposits .................. . 370.1 377.1 385.2 398.9 405.6 408.6 408.3 416.8 423.5 431.8 434.0
53  Time deposits. e 712.8 714.1 718.1 712.3 715.2 720.5 724.5 725.8 723.7 721.4 726.0
54 Borrowings . . 251.3 240.9 243.1 246.5 247.0 239.9 479 245.6 253.3 256.0 246.9
55 Other liabilities . 120.5 122.3 123.5 118.4 124.2 124.7 1223 122.0 125.7 126.7 126.8
56 Residual (assets 142.1 142.0 143.4 146.1 146.5 146.6 147.8 148.1 148.6 149.4 150.0
1. Commercial banking institutions include i d d ically chartered NoTe. Figures are partly esti d. They include all bank-p bsidi

commercial banks, branches and agencies of foreign banks, Edge Act and
Agzreemem corporations, and New York State foreign investment corporations.
. Data are not comgarnble with those of later dates. See the Announcements
section of the March 1985 BULLETIN for a description of the differences.
3. Insured domestically chartered cial banks include all ber banks
and insured nonmember banks.

ies and other significant
ties data for domestically chartered commercial banks are estimates for the last
Wednesday of the month based on & sample of weekly reporting banks and

quarter-end condition re;
mates made for the last

jority-owned domestic subsidiaries. Loan and securi-

Wﬂ data. Data for other banking institutions are esti-

0 ‘ednesday of the month based on a weekly reporting
sample of foreign-related institutions and quarter-end condition reports.
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1.26 ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Billion or More on

December 31, 1982, Assets and Liabilities
Millions of dollars, Wednesday figures

1985
Account
July 10/ | July 17 | July 24 | July 317 | Aug. 7 | Aug. 14 | Aug. 21 | Aug. 28 | Sept. 4
I Cash and balances due from depository institutions ............ 87,460 | 96,340 | 88,197) 93,245 86,7161 90,905 85,991 89,257 | 107,568
2 Total lonns, leases and securities, net.......................... 851,903 | 853,801”| 840,647} 855,998 | 847,179 850,212 | 853,676 | 852,253 | 864,830
3 U.S. Treasury and government 8gency .............c...oeusins 88,953 85,6141 85448 86,100 84,733 86486 86,590 84,751 88,597
4 Trading account ..........oviuieiiiiiiiii it 16,319 13,538 13,624 13,856 13,503 15,237 15,558 14,125 17.415
5 Invesiment account, by maturity..............c..ovieinnnn 72,634 72,075 71,824 72,244 71,230 71,249 71 032 706,626 71,182
6 One Year OF 1888 ... ooviiniii i 21,453 21,537 21,292 21,724 21,867 21,743 21,302 21,180 .886
7 Over one through five years ...................o0ovenees 36,210 | 36,031 359251 36,006 349731 3586 36232) 35998 | 36,672
8 Overfive Years ...... ..ottt 14,972 14,567 14,606 14,514 14,390 3,680 13,497 13,447 13,623
9 Othersecurities. . ...........ooiiiiiiiiii i 48,569 | 49,5817| 49,93(r] 49,809] 50,689 51,956| 52,345| 53,083 | 52,120
10 Trading account ....... 4,192 8 5,0207 4,820 5,319 6,126 6,013 6,380 5,240
11 Investment account 44,377 | 44,746 X 44989 45370 45830 46,3321 46,703 5,880
12 States and political subdivisions, by maturity.............. 39,249 39,628 39,768 39,869 40,226 40,567 41,001 41,372 41,463
13 Oneyearorless ...........ovvviienieniiiiiniinannss 4,879 4,905 4,950 5,090 5,157 5,335 5,537 5,830 5,882
14 OVEI OME YEAL ... oeeevireineiienirneciranieiries 34370 [ 34,723 | 34818 J791  35,070f 35,232 464 | 35,542 | 35,580
15 Other bonds, corporate stocks, and securities ............. 5,128 5,118 5.141 5,120 5,143 5,263 5,330 5,331 5.417
16 Other trading 8CCOUNt @S8ELS ... .ovvneineneninrninerenens 5,144 3, 7450 3,474 3,555 3,776 3,976 3.534 3,735 4,163
17 Federal funds spld‘ ......................................... 53,154 57,170 50935 59,315 52,509 53,935 53,960 54,633 57,903
18 Tocommercialbanks...............ccooiviiiiniii i 35986 | 39,0427] 33426 41,576 34,803( 36,062 33,892 35828 37,398
19 To nonbank brokers and dealers in securities................ 11,862 12,676 12,266 12,375 11,913 11,965 12,842 11,820 12,970
............................................... 5,3 5,452 5.243 5,363 3,7 5, 7,226 6,985 7,535
21 Other loms and leases, gross? 673,910 | 67549471 668,5127| 675,159 | 673,540 671,983 | 675,401 | 674,210 | 680,352
22 Other loans, gross2. . ............... 659,912 | 66148671 654,493 661,117 | 659,461 | 637,843 | 661,253 ,000 X
23 Commercial and industrial? 253,070 | 252,799} 251,887r] 253,599 | 252,954 | 251,880 | 251,203 | 251,591 | 253,557
24 Bankers 2,553 2,400 2,411 2,410 2,615 2,541 2,427 2,241 2,3
25 All other 250,516 | 250,3997) 249,476/ 251,189 ] 250,339 249,339 | 24B,776 | 249,350 | 251,157
26 U.S. addressees. . 245,530 | 245,4377| 244,4327( 246,163 | 245,3 244,325 | 2438111 2444 246,220
v Non-U.S. addresse 4,987 4,962 5,043 5,026 4,987 5,014 4,965 4,924 4,937
28 Replestate I0ans? . ..........coooiiiiiiinierneiniinennens 169,188 | 169,8297| 169,9537| 170,632{ 171,012 171,796 } 172,233 | 172,449 | 172,532
29 To mdmdunls for personal expenditures ......... ... 122,523 1 122,369 | 122,089 | 122,492 122,7271 122,773 | 123,200 | 123,757 | 123,771
30 To depository and financial institutions ................... 40,582 40,302 ,063 40,758 40,960 40,597 40,965 40,830 41,618
31 Commercml banks in the United States . 10,449 § 10,343 108321 10,776 11,123 10,870 108861 11,119 10,892
32 Banks in foreign countnes ............................ 5,454 5,441 5,383 5,683 5314 5,048 5,216 4,917 5,863
33 Nonbank depository and other financial institutions ........ 24,679 24,517 | 23,848 4,300 24,523 24,679 24,863 24,794 | 24,863
34 r hasing and carrying securities 19,709 19,918 15,595"F 18,593 16,729 15,858 18,168 16,052 17,171
35 nance agricultural production. .. ... 7,355 7,318 7,327 7,335 7,323 7,316 7,278 7,234 7,166
36 To states and political subdivisions. ...................... 29,999 30,1907 30,3561 30,449 30,451 ,845 30,994 30,987 30,975
37 To foreign governments and official institutions............ 3,412 3,522 3,576 3410 3,304 3,142 3,117 3,298 3,329
38 Allother . ... it it e ey 14,074 15,23% 13,646 13,848 14,002 13,635 14,095 13,801 15,969
39 Lease financing receivables . A 14,008" 14,0197 14,042 14,079 14,140 14,148 14,211 14,263
40 LEss: Unearned income .. .. 5,204 5,207 5,234 5,226 5,207 5,219 5216 5,215 5,158
41 Loan and lease reserve 12,622 12,596 12,6007 12,724 12, 12,905 12,939 12,944 13,146
42 Other loans and leases, net2. 656,083 | 657,6917] 650,678/ 657,208 655,473 653,860 | 657,246 | 656,051 | 662,048
43 Al Other A880L8 . ... ittt e e 134,704 | 132,1107] 132,501} 136,455 { 133,283 131,557 | 126,317 | 125,33t } 130,010
44 Total @B8ELE. . .. ...\ttt e 11,074,067 (1,082,251"{1,061,163/ 1,088,689 11,067,179 | 1,072,675 |1,065,985 |1,066,880 1,102,408
45 Demand deposits. . 191,717 | 194,702 | 186,8957| 197,501 | 190,429] 188,507 | 186,597 | 186,937 | 212,715
Individuals paﬂnershlps and corporations. . ................ 146,559 | 149,4507f 141,8397| 150,051 | 143,882 146,237 | 142477 | 142,797 | 160,382
47 States and pofitical SUBGIVISIONS ......................ons 5,063 5,188 5,104 5.867 5,348 4,784 5,365 4,697 5.658
48 U.S. government..............iiiiiiiiiiiiiii e 1,628 1,157 2,727 1,600 2,309 2,353 1,114 1,830 1,565
49 Depos:to?' institutions in United States..................... 22376 | 23418 | 21,885 24,015| 22,840) 20,943 3,042 22,826 | 27,822
50 Banks in foreign countries ., ...l 5,9]2 6,059 5,446 5,992 5,598 5,047 5316 4,880 6,742
5t x&dgovemmems and official institutions ................ 905 842 816 791 937 746 891 841
52 Cert officers’ checks ... 9,274 8,5% 9, 9,159 9,660 8,207 8,536 9,015 9,675
53 Transaction balances other than demand deposits.............. 38,904 38,493 37,836 38,585 39,669 38,976 38,567 38,361 41,426
54 Nontransaction balances ................ocooiiiiii e 470,710 | 470,802 | 471,540 | 472,175 ] 473,029 473,639 | 474,684 | 474,261 | 474,447
55 Individuals, partnerships and corporations .................. 435,426 | 435,271 | 435,3857 436,106 7,444 | 437,416 | 438,118 | 437,559 | 438,109
56  States and political subdivisions ................. ... 23,165 23 474’ 239317 23,770 23,630 24,210 24,429| 24,510 | 24,258
ST US.govermment..................ccoeierieieniaiiieiiins 392 3987 412 399 419 465 488 472
58  Depository institutions in the United States ................. 9,392 9.344 947¢/| 9,521 9,392 9,356 9.412 9,461 9,448
59  Foreign governments, official institutions and benks.......... 2,334 2,342 2,350 2,363 2,163 2,237 2,258 2,244 2,160
60 Liabilities for borrowed money .............ocvvniiiiiiinnes 207,167 | 210,4627 198,5327] 205,102 193,529} 199,744 | 194,528 | 195,632 | 200,674
61  Borrowings from Federal Reserve Banks ................... 66 3,370 50 9 180 1,627 705 229 240
62 Treasury tax-and-loan BOtes . ... .....oovviviiieniiiienines 13,633 15,015 15,501 16,336 6,521 5,727 7,035 7.144 4,764
63 All other liabilities for borrowed money3.................... 193,468 | 192,077/ 182,981 187,847 | 186,828 192,390 | 186,788 | 188,259 | 195,670
64  Other liabilities and subordinated note and debentures........ 90,296 5807 90, 96,316 | 94,511 95,656 | 95450 | 95,674 96,832
65 Total Habititles . ..................... ... 998,794 [1,007,039°{ 985,6737(1,009,679 | 991,168 996,523 | 989,826 | 990,866 {1,026,094
66 Residual (total assets minus total liabilities)................... 75273 | 75,2127 75,4907 76,010 76,011 76,152 | 76,159 76,014 | 76,314
Memo
67 Total loans and leases (gross) and lnvestmenls adjusteds........ 823,296 | 822,2187] 814,040¢] 821,587 | 819,320 821,404 | 827,053 | 823,466 | 834,845
68 Total loans and leases (gross) adjusted®s................ .. ] 680,630 | 683,27971 675,189 682,122| 680,123| 678,987 | 684,584 1 681,897 | 689,965
69 Time deposits in amounts of $100,000 or more 152,813 | 152,9917] 153,998 | 153,491 [ 154,623 | 155,440 | 156,066 | 156,302 | 155,100
70 Loans sold outright to aﬁhatcs—total" ................. s 2,240 2,139 2,066 2,072 2,035 2,010 1,991 1,934
71 Commercial and industrial . y 1,423 1,327 1,271 1,272 1,260 1,227 1,239 1,230
72 Other.......... e e e ie e, 805 817 812 795 800 774 783 752 704
73 N savings deposits (including MMDAs) 185,464 | 185,504 | 185,653 | 186,768 | 186,670] 186,555 | 187,056 | 186,459 | 187,864
l Includes securities purchased under agreements to resell. 5. Exclusive of loans and federal funds tr with d ic cial

. Levels of major loan uems were affected by the Sept. 26, 1984 transaction
n C | Nlinois National Bank and the Federal Dcposn Insurance
Corpomuon For details see the H.4.2 statistical release dated Oct. S, 1984,

3. Includes federal funds purchased and securities sold under agreements to
repurchase; for information on these liabilities at banks with assets of $1 billion or
more on Dec. 31, 1977, see table 1.13.

4. This is not a measure of equity capital for use in capital adequacy analysis or
for other analytic uses.

banks.

6. Loans sold are those sold outright to a bank’s own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank’s holding company Gf
not a bank), and nonconsolidated nonbank subsidiaries of the hol ing company.

Noti, These data also appear in the Board’s H.4.2 (504) release. For address,
see inside front cover.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figures

1985
Account
July 10 | July 17| July 24 | July 31 | Aug. 7 | Aug. 14 | Aug. 21| Aug. 28| Sept. 4
1 Cash and balances due from depository institutions.............. 18,626 | 24,892 22,281 21,265 20,712 22,446 19,531 22,180 24,685
2 Total loans, leases and securities, met!..................oooiiiity 179,492 | 180,8477 | 175,8347 | 184,063 |175,489 |177,619 |180,810 | 178,464 | 184,167
Securities
3 U.S. Treasury and government agency? ........oovvvvvenreennsd] vovene | vvvie | oovenes Fovvias {oveen Joveeis L oeeiin | e ) e
4 Trading account? ........vveveerrennereonionssronannnnereed] sevese [ eeeie | ooeiie Baenie beviies [ | | | e
S Investment account, by maturity ... 10,154 10,856 10,730 10,718 9,689 9,667 10,002 9,869 9,791
6 ONe Year OF 1eSS ..o v vivir v ieneriaieiiiiineisineinions 1,373 1,799 1,731 2,013 1,844 1,844 1,770 1,781 1,669
7 Over one through five years. ........oovviiiiieniiiniinnn, 7,079 7,395 7,367 7,070 6,203 6,051 6,457 6,425 6,330
8 Overfiveyears.............. 1,702 1,662 1,632 1,636 1,642 1,772 1,776 1,662 1,792
9 Other securities?. .........coovveiiiiriniininiiniinnieeienend e | e e e b e | e e
10 Trading account? ........ U RS ST I RSP TP RS EFOUTUI BT I
il  Investment account 10,141 | 10,261 | 10,144 | 10,216 | 10,422 | 10,481 | 10,482 | 10,544
12 States and political subdivisions, by maturity ............... 8,914 8,986 9,087 9,115 9,177 9,231 9,268 9,270 9,273
13 One year or less 1,234 1,234 1,303 1,306 1,339 1,357 1,390 1,398 1,429
14 OVEr ONe YEAr.......ovvrveurssennnns 7,680 7,753 7,785 7,809 7,837 7.874 7,878 7.872 7,844
15 Other bonds, corporate stocks and securities. 1,132 1,155 1,174 1,029 1,040 1,190 1,213 1,212 1,271
16 Other trading account 8sSets? ,.......ocooevvvnneieernneinarees| sovove | vveen | oovvnas L oeines Lo o o | e | e
Loans and leases
17 Federal funds sold? ... iiiiiiiii e 22,746 | 23611 | 21,570 | 26,658 | 21,119 | 23,714 | 23,736 | 23,238 | 25,070
18 Tocommercial banks ..........covveerieieeeiieeiiiiiins 11,861 | 12,299 | 10,974 | 15,990 | 10,223 | 12,192 | 10,150 | 11,046 | 11,979
19 To nonbank brokers and dealers in securities ................. 7,095 72717 6,690 6,991 6,762 7,085 7,978 6,760 7,788
20 TOOtREIS ... ittt irineeariaenorresatserinieernnens 3,790 4,035 3,907 3,676 4,134 4,437 5,608 5,432 5,303
21 Other loans and leases, BrOSS ........covvvrerrernreiiniiinens 141,6427 | 141,3347 | 138,089 | 141,659 (139,649 | 139,054 {141,837 | 140,126 | 144,040
22 Other 10ans, GroSS ... uvvuviuieetiverteroeiioiiieiinerinens 138,966 | 138,652 | 135,411 | 138,979 [136,964 | 136,336 {139,132 | 137,389 | 141,305
23 Commercial and industrial .. .....ooovviiiiiiiiiiiiiiiiin 60,330 | 59,704 | 59,638 | 60,381 | 60,208 | 59,870 | 59,770 | 59,703 | 60,751
24 Bankers P and fal paper............... 856 739 870 906 980 797 754 688 750
25 AllOther. . ...t i i 59,473 | 58,964 | 58,769 | 59,475 | 59,227 | 59,074 | 59,017 | 59,015 | 60,000
26 U.S. addressees ........c.cceiveunvennireniiiiniians 58,809 | 58,286 | 58,086 | 58,811 | 58,556 | 58,354 | 58,310 | 58,325 | 59,313
27 Non-U.S. addressees. ......c.ocoveivenianiieiiiiiians 664 678 683 664 671 720 707 690 688
28 Real estate loans ............... eeerareeie e 26,6907 | 26,952r | 26,862 | 27,307 | 27,306 | 27473 | 27,636 | 27,685 | 27,688
29 To individuals for personal expenditures. .................., 17,099 | 37,133 | 17,174 | 17,252 } 17,254 | 17,347 | 17,342 | 17,433 | 17,527
30 To depository and financial institutions..................... 11,460 11,292 11,571 11,745 11,501 11,326 11,785 11,998 12,700
31 Commercial banks in the United States................... 2,229 1,997 2,478 2,39 2,196 2,098 2,239 2,716 2,475
k7] Banks in foreign countries .............ccooiieiii, 2,010 2,118 1,987 2,241 2,004 1,734 2,042 1,784 2,695
3 Nonbank depository and other financial institutions .. ... ol 7,220 7177 7,106 7,112 7,300 7,495 7,504 7,497 7,529
34 For purchasing and carrying securities 4 10,508 | 10,352 7,351 9,58 7,838 7478 9,797 7,571 8,581
35 To finance aslqculturnl production . 367 340
36 To states and political subdivisions 7.801 7,956 8,022 7,991 8,014 8,395 8,421 8,286 8,274
37 To foreign governments and official 7 9 2 737 767 8 S
38 Allother............... . 3,965 4,048 3,510 3,630 3,709 3,471 3,390 3,543 4
39 Lease financing receivable 2,675 2,682 2,678 K 2,685 2,718 2,706 2,737 2,735
40 LEss: Uncarned income .. .. 4 1,453 1,453 1,462 1,448 1,450 1,450 1,452 1,454 1,428
41 Loan and lease reserve . | 3,644 ,642 3,655 3,668 3,734 3,788 3,794 3,796 3,850
42 Other loans and 1eases, REt ..........occiieiviiieirteiereneins 136,545 | 136,239 | 132,9727 | 136,543 |134,465 | 133,816 |136,591 | 134,875 | 138,762
43 All Other 8S8et8%. .. ... o\ ieiinivni it eiiii it aiaaes 71,479 | 67,7327 | 67,954 | 69,507 | 67,849 | 68,095 | 65,150 | 64,155 | 70,716
44 Total assets .......... ..ottt 269,598 | 273,4717 | 265,7707 | 274,834 |264,050 | 268,160 | 265,492 | 264,800 | 279,568
Deposits .
45 Demand deposits .. .......cviuiiiiiiiiiiiiii i 47,229 | 49,396 | 47,037 | 48,945" | 47,338 | 45,094 | 45,831 | 45,848 | 33,375
46  Individuals, partnerships, and corporations ............. ... 31,375 | 33,5427 | 31,0207 | 33,1817 | 30,833 | 31,552 | 30,295 | 30,528 | 35,561
47  States and political subdivisions ........ooovi i 988 1,027 912 872 892 868 1,017 809 782
48 U.S. gOVEINMENt .. .oviveniniraurearirranrnonrasiiensienens 264 127 470 1957 453 424 112 368 193
49  Depository institutions in the United States................... 4,842 5,446 5,212 5,761 5,379 4,280 5,980 5,702 6,248
50 Banks in foreign countries ............ Peesre ey 4,660 4,793 4,210 4,658 4,243 3,795 4,168 3,701 5,395
51  Foreign governments and official institutions .................. 696 679 636 641 603 770 562 711 687
52 _ Centified and officers’ checks.............. PELEEEETIe o) 4402 1 3,781 4,571 3,637 4,934 3,404 3,687 | 4,027 | 4,510
53 Transaction balances other than demand deposits
TS, NOW, Super NOW, telephone transfers)............ 4,196 4,043 3,997 4,115 4,194 4,127 4,067 4,046 4,259
54 Nontransaction balances............evriviiviiiiiiiiiiiiiinn, 85,664 | 85907 | 86,015 | 86,057 | 85,896 | 85,562 | 85,461 | 84,925 | 85,632
55 Individuals, partnerships and corporations .................... 78,099 | 78,317 | 78,194 | 78,147 | 78,144 | 77,709 | 77,719 | 77,252 | 77,874
56  States and political subdivisions .. ... 4,289 4,456 4,586 4,607 4,548 4,592 4,556 4,489 4,568
57 U.S.government ................ 60 47 51 50 49 54 51 49 39
58 Depository institutions in the United . 2,208 2,067 2,125 2,177 | 2,136 2,170 2,098 2,122 2,164
59  Foreign governments, official institutions and ,008 1,019 1,059 1,075 1,019 1,037 1,038 1,013 987
60 Liabilities for borrowed money......... 68,6387 | 69,5317 ] 64,752 | 67,2827 | 61,594 | 66,563 | 62,845 | 63,330 | 67,734
61  Borrowings from Federal Reserve Banks .............oooviii] voenes 1,650 | ..oo.0 | aeeie. e, 1,290 25 ] oo} e
62 Treasury tax-and-loan notes......... 43,259 3,590 3,484 3,633 1,490 1,379 1,694 1,995 1,366
63 All other liabilities for borrowed money’ .. ... 65380r 1 64,291 | 61,268 | 63,649 | 60,104 | 63,894 60,726 | 61,335 | 66,368
64 Other liabilities and subordinated note and debentures ........... 39,822 | 40,578 | 39918 | 44,2217 | 40,756 | 42,492 | 42,960 | 42,399 | 44,210
65 Total liabflitles. .. ..........c.vvuiin i 245,549 | 249,454 | 241,719 | 250,620 239,777 | 243,840 |241,164 | 240,548 | 255,210
66 Residual (total assets minus total liabilities) .................... 24,048 | 24,017 | 24,051 | 24,215 | 24,272 | 24,320 | 24,328 | 24,252 | 24,358
MEMo
67 Total loans and leases (gross) and investments adjusted’.”........... 170,498" 1 171,646 | 167,199 | 170,796 {168,254 | 168,567 173,667 | 169,953 | 174,990
68 Total loans and leases (gross) adjusted” ......................0e 150,2987 | 150,649 | 146,208" | 149,934r |148,349 | 148,478 | 153,184 | 149,602 | 154,655
69 Time deposits in amounts of $100,000 ormore ..............0uvs 32,327 { 32,547 | 32,776 | 32,458 32,726 | 32,534 32,525 { 32,220 | 32,615
1. Excludes trading account securities. 6. Not a measure of equity capital for use in capital adequacy analysis or for
2. Not available due to confidentiality. other analytic uses.
3, Includes securities purchased under agr 1o resell. 7. Exclusive of loans and federal funds tr ions with d ic ial
4. Includes tradlnﬁ account securities. banks.
5. Includes federal funds purchased and securities sold under agreements to NoTE. These data also appear in the Board's H.4.2 (504) release. For address,

repurchase. see inside front cover.



Weekly Reporting Commercial Banks A2l

1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS WITH ASSETS OF
$750 MILLION OR MORE ON JUNE 30, 1980 Assets and Liabilities &

Millions of dollars, Wednesday figures

1985
Account
July 10 July 17 July 24 July 31 Aug. 7 Aug. 14 Aug. 21 Aug. 28 Sept. 4
1 Cash and due from depository institutions . 7,143 6,806 6,618 6,996 7,004 6,874 6,828 6,886 6,617
2 Total loans and securities ............... 46,616 47,244 45,4857 46,676 45,074 46,888 46,633 46,964 47,607
3 U.S, Treasury and govt. agency securities 3,417 262 354 3,270 3,092 3,085 3,063 3,208 3,242
4 Other securities . ........cvveveeniren s 2,032 2,069 2,035 2,049 2,066 2,033 2,058 2,090 2,156
S Federalfunds sold!..................... 4,033 5,086 4,027 4,276 3,621 4,754 3,399 4,102 4,046
6 To commercial banks in the United States 3,653 4,649 3,569 3,803 3,258 4,402 3,163 3,652 3,695
7 To others 381 437 458 472 363 352 237 450 351
8 Other loans, 37,135 36,827 36,069 37,082 36,294 37,045 38,113 37,564 38,163
9  Commerci 22,118 22,289 21,960 2,31 21,991 22,311 23,030 22,399 )
10 Bmkers p |
......................... 1,939 1,902 886 1,890 1,772 1,676 1,764 1,587 1,770
1 All other .......................... 20,176 , 20,074 20,3417 20,219 20,638 21,266 20,812 21,130
12 U.S. addressees.................. 18,751 19,002 18,669 18,9457 18,807 19,246 19,854 19,298 19,707
13 Non-U.S. addressees ............. 1,425 1,384 1,405 1,397 1,412 1,389 1412 1,514 1,423
14 To financial institutions ............... 10,660 10,488 10,002 10,238 10,027 10,354 ,984 11,018 10,655
15 Commercial banks in the United States . 8,434 8,078 7,714 7,754 7,600 946 8,582 8,671 8,151
16 Banks in foreign countries........... 1,110 1,154 1,081 1,103 1,032 1,104 1,037 1,032 1,074
17 Nonbank financial institutions. ....... 1,116 1,256 1,207 1,381 1,395 1,304 1,365 1,316 1,430
18  To foreign govts. and official institutions . . 518 516 517 514 516 512 506 515 514
19  For purchasms and carrying securities . . 1,543 1,255 1,2287 1,672 1,354 1,447 1,168 1,217 1,602
20 Allother...........coveevieienniensn. 2,298 2,278 ,362 2,426 2,406 2,420 2,426 2,415 2,49
21 Other assets (claims on nonrelated partics) . . 18,383 18,238 18,2947 18,330/ 18,483 18,735 18,600 18,758 18,689
22 Net due from related institutions ......... 10,003 ,957 8,058 , 766" 9,243 8,852 8,648 8,188 8,777
23 Total 8S8€t8 .........ovenerieniinenans 82,146 82,245 78,456 81,768" X 81,350 80,709 80,796 81,691
24 Deposits or credit balances due to othcr
than directly related institutions . . .. 22,676 22,722 23,0487 23,4927 23,685 23,889 24,566 25,238 25,003
25 Creditbalances ...................... 148 186 173 142 208 137 136 280 143
26 Demand deposits..................... 1,664 1,676 1,774 1,652 1,759 1,762 1,643 1,755 1,745
27 Individuals, partnerships, and
corpomtmns ................... 892 916 886" 933 998 943 957 965 948
2880 Other...........cociiiiiiiiinnn m 760 888 720 761 818 686 790 797
29 Time and savings deposits. .. .......... 20,865 20,860 21,1000 21,698 21,718 21,990 22,788 23,203 23,115
30 Individuals, partnerships, and
COrporations ..............ceue 16,414 16,519 16,773 16,931 17,059 17,248 18,420 18,615 18,587
31 Other......ocieviiiiiiinnieacnns 4,451 ,340 4,327 4,767 4,659 4,742 4,367 , 528
32 Borrowings from other than directly
related institutions. ............... 31,457 2,065 27,786 30,309 29,572 28,930 28,763 28,206 30,488
33 Federal funds purchased? ............. 13,712 14,853 . 12,651 11,426 11,000 K 11,200 13,799
34 From commercial banks in the
United States .................. 10,861 12,199 8,105 10,044 8,787 8.605 8,373 8,253 10,859
35 Fromothers....................... ,851 2,654 2,462 2,607 2,639 2,398 2,687 2,946 2,940
36  Other liabilities for borrowed money. ... 17,745 17,212 17,218 17,658 18,145 17,931 17,703 17,006 16,689
37 To commercial banks in the
United States . .......coviinnnnnn 15,722 15,898 15,948 16,410 16,813 16,287 16,131 15,736 15,516
38 Toothers................ooovvnunnn , 1,314 1,270 1248 1,332 1,644 1,572 1,270 1,173
39 Other liabilities to nonrelated parties ..... 20,285 20,138 0,099 20,432 20,903 20,789 ,643 21,078 20,827
40 Net due to related institutions ........... A 7,321 7,523 7,535 5,645 7,741 6,736 6,274 5,373
41 Total liabilities. ........................ 82,146 82,245 78,4567 81,768/ 804 81,350 ) 80,796 81,691
42 Toml loans (gross) and secunues adjusted’ 34,529 34,517 34,202 35,119 34,216 34,540 34,888 34,641 35,761
43 Total loans (gross) adjusted®............. , 29,186 28,813 i 29,057 29,451 29,767 29,343 364

A Levels of many asset and liability items were revised beginning Oct. 31,

1984, For details, see the H.4.2 (504) statistical release dated Nov. 23, 1984,
1. Includes securities purchased under agreements to resell,
2. Includes securities sold under agreements to repurchase.

3. Exclusive of loans to and federal funds sold to commercial banks in the
United States.
NoTtE. These data also appear in the Board's H.4.2 (504) release.
see inside front cover.

For address,



A22 Domestic Financial Statistics 0 November 1985

1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
T: f hold
ype ot holder 1980 | 1981 | 1982 | 198 1984 1983
Dec. Dec. Dec. Dec.
Mar. June Sept. Dec. Mar.3 June?
1 All holders—Individuals, partnerships, and
COTPOrRLIoNS. . ..........oiiieiiiiiiniians 315.8 288.9 291.8 293.8] 2m9.3 286,3 288.8 302.7 288.1 300.9
2 Financial business ..............ccovviiiiiinenns 29.8 28.0 35.4 328 317 30.8 304 317 28.1 294
3 Nonfinancial business............covivieviaviians 162.8 154.8 150.5 161.1] . 150.3 156.7 158.9 166.3 159.7 165.4
4 COMBUMET .o\ vvereenenenniaaesssaiiernneenns 102.4 86.6 85.9 78.5 78.1 8.7 79.9 81.5 71.3 81.9
I L T 33 29 3.0 33 33 3.5 33 3.6 35 3.6
L3021 17.2 16.7 17.0 17.8 15.9 16.7 16.3 19.7 19.6 20.6
Weekly reporting banks
1984 1985
1980 1981 1982 1983
Dec. Dec. Dec. Dec.2
Mar. June Sept. Dec. Mar? June?
7 All holders—Individuals, partnerships, and
COTPOrations. . ..........viiiniinniiiiaeies 1474 1378 144.2 146.2 139.2 148.3 145.3 1571 147.8 151.9
8 Financial business .. .. . 21.8 21.0 26.7 4.2 23.5 23.6 2.7 25.3 22.6 233
9 Nonfinancial business 78.3 75.2 743 79.8 76.4 9.7 79.2 87.1 82.8 83,9
10 Consumer 35.6 30.4 31.9 29.7 284 29.9 29.8 30.5 29.1 30.1
11 Foreign 3.1 2.8 2.9 31 32 3.2 3.2 34 33 35
12O0ther ...t 8.6 8.0 8.4 9.3 7.7 8.9 9.3 10.9 10.0 1.1
1. Figures include cash items in process of collection. Estimates of gross 3. Beginning March 1985, financial busmess deposlts and, by lm))hcmon, total
deposlls are based on reports supplied by a sample of commercial banks. Types of ss demand deposits have been s due to

s in each gory are described in the June 1971 BULLETIN, I: thrift institutions. Historical data have not been revised. The estimated volume of
2. In January 1984 the weekly reporting panel was revised; it now includes 168 such deposits for December 1984 is $5.0 billion at all insured commercial banks
banks. Beginning with March 1984, estimates are constructed on the basis of 92 and $3.0 billion at weekly reporting banks.
sample banks and are not comparable with earlier data. Estimates in billions of
dollars for December 1983 based on the newly weekly reporting panel are:
ﬁn;ncu;ls i 24.4; ! business, 80.9; consumer, 30.1; foreign, 3.1;
other,




Financial Markets A23

1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1985
e | em | |
Feb. Mar. Apr. May June July
C ial paper ( Ily adjusted unless noted otherwise)
1T Allfssuers .................ccoine, 124,374 | 165,829 | 166,436 | 188,312 | 239,117| 247,095 280,575| 285,236 | 288,943 | 284,627 | 262,769
Financial companies’
Dealer-placed paper*
2 Total ......iiiiiiiiiiiiiiiiian 19,599 30,333 34,608 44,622 36,917 60,186 60,895 63,405 61,282 61,602 67,419
3  Bank-related (not seasonally
justed) . ...l 3,561 6,045 2,516 2,441 2,035 2,265 2,304 2,180 2,295 2,051 2,083
Directly placed paper®
; ;l;ouﬂ ............................ 67,854 81,660 84,393 96,918 110,4741 114,824 118,029| 117,841 119,975 118,432 118,722
Jated (not o
adjusted) ............ , ........ 22,382 26,914 32,034 35,566 42,105 42,759 43,334 42,405 43,126 43,454 41,228
6 Nonfinancial companies® ............. 36,921 53,836 47,437 46,772 71,726 72,085 71,651 73,990 77,686 74,593 76,628
Bankers dollar p (not lly adjusted)’
TTetal.........covviiniiiiieiiinnn, 54,744 69,226 79,543 78,309 75,470 76,109 73,7% 72,828 69,689 68,378 68,497
Holder
8 Acceptingbanks .................... 10,564 10,857 10,910 9,355 10,255 10,623 10,473 9,666 9,265 9,470 9,299
9 Ownbills................oo0hieen 8,963 9,743 9,471 8,125 9,065 9,726 9,166 8,263 7,578 7.869 8,012
10 Billsbought ...................... 1,601 1,115 1,439 1,230 1,191 897 1,340 1,403 1,687 1,601 1,287
Federal Reserve Banks
11 Ownaccount ..............covenss 776 195 1,480 418 0 0 0 0 0 0 0
12 Foreign correspondents ............ 1,791 1,442 949 729 671 761 737 8 575 511 652
130thers ..........coviiiieniiiiene, 41,614 56,731 66,204 68,225 67,595 61,279 65,865 65,965 63,797 62,106 58,238
Basis
14 Imports into United States ........... 11,776 14,765 17,683 15,649 16,975 17,118 16,124 16,417 16,670 16,286 16,444
15 Exports from United States .......... 12,712 15,400 16,328 16,880 15,859 15,881 15,179 14,875 14,214 13,340 12,969
16 All other ....... PN 30,257 39,060 45,531 45,781 42,638 43,113 42,423 41,533 38,804 38,748 39,184

1. Effective Dec. 1, 1982, there was a break in the commercial paper series. The
key changes in the content of the data involved additions to the reporting panel,
the exclusion of broker or dealer placed borrowings under any master note
agreements from the reported data, and the reclassification of a large portion of
bank-related paper from dealer-placed to directly placed.

2. Correction of & previous misclassification of paper by a reporter has created
a break in the series beginning December 1983. The correction adds some paper to
nonfinancial and to dealer-placed financial paper. -

3. Institutions engaged primarily in activities such as, but not limited to,
commercial, savings, and mortgage banking; sales, personal, and mortgage

financing; factoring, finance leasing, and other business lending; insurance
underwriting; and other investment activities.

4. Includes all financial company paper soid by dealers in the open market,
.5 {ss reported by financial companies that place their paper directly with
investors.

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, manufacturing, mining, wholesale and retail trade,
transportation, and services.

7. Beginning October 1984, the number of respondents in the bankers accept-
ance survey will be reduced from 340 to 160 institutions—those with $50 million or
more in total acceptances. The new reporting group accounts for over 95 percent
of total acceptances activity.

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

Effective date Rate Effective Date

Meonth Month

1983—jJan. 11.
Feb. 28.
Aug. 8.

lw—kﬂar. lg.
r. 5.
M’z’\y 8.

June 25.
1984—Sept.27

jovd g

Izs=s B8

o o b s gt
RO -

NoTE. These data also appear in the Board's H.15 (519) release. For address,
sec inside front cover,



A24 Domestic Financial Statistics 0 November 1985

1.35 INTEREST RATES Money and Capital Markets

Averages, percent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.

1985 1985, week ending
Instrument 1982 1983 1984
May June July Aug. Aug. 2 | Aug. 9 |Aug. 16 | Aug, 23 | Aug. 30
MONEY MARKET RATES
1 Federal funds!2, ..................... 12.26 9.09 10.22 7.97 7.53 7.88 7.90 7.64 7.92 7.88 8.06 7.78
2 Discount window borrowing!23, ... ... 11.02 8.50 8.80 7.50¢ 7.50 7.50 7.50 7.50 7.50 7.50 7.50 7.50
Commercial paperéS
3 femonth........c.ooiiiiiiiiiiin, 11.83 8.87 10.05 7.80 7.34 7.58 7.73 175 1.75 7.74 7.67 7.71
4 11.89 8.88 10.10 7.83 7.35 7.56 172 7.77 7.76 1.72 7.67 7.68
S 6month........oovvviiniisiiinans 11.89 8.89 10.16 7.88 7.38 7.57 7.74 7.86 7.82 172 7.68 7.68
Finance paper, directly placed*S
6 Imonth...............coivuiinens 11.64 8.80 9.97 174 7.31 7.583 7.70 7.69 7.76 7.66 7.63 7.70
7 11,23 8.70 9.73 771 7.19 7.40 7.56 7.61 7.67 7.54 7.50 7.47
8 11.20 8.69 9.65 7.69 7.16 7.34 7.55 7.60 7.65 71.53 7.50 7.47
Bankers acceptances’6
9 3emonth.........cooviiniiiiaenianns 11.89 8.90 10,14 177 7.32 7.53 7.68 7.72 7.70 7.68 7.64 7.66
10 6-month........ e e, 11,83 8.91 10.19 7.81 7.34 7.54 7.69 7.83 7175 7.66 7.62 7.65
Certificates of deposit, secondary market’
11 t-month..........ccoovvviiiiiinnn, 12.04 8.96 10.17 7.83 7.38 7.58 277 7.75 1.75 7.80 7.75 7.75
12 3-month.. 12.27 9.07 10.37 7.92 7.44 7.64 7.81 7.83 7.83 7.82 7.78 7.79
13 12.57 9.27 10.68 8.08 7.58 7.800 .97 8.07 8.07 7.97 7.89 7.92
14 Eurodollar deposits 13.12 9.56 10,73 8.13 7.60 7.89 8.03 8.15 8.13 8.01 7.95 7.99
U.S. Treasury bills
Secondary market?
15 10.61 8.61 9.52 7.48 6.95 7.08 7.14 7.28 7.21 7.13 707 7.07
16 11.07 8.73 9.76 7.65 7.09 1.200 732 7.44 7.44 7.34 7.2 7.22
17 11.07 8.80 9.92 7.85 127 7.31 7.48 7.57 7.58 7.49 739 7.42
18 10.69 8.63" 9.58" 7.56 7.01 7.05 7.18 7.23 7.30 7.14 7.14 7.07
19 11.08" 8,75 9.8 1.75 7.16 7.16 7.35 7.40 7.52 7.36 7.28 7.21
20 11.10 8.86 9.91 7.94 7.18 17.09 7.60 n.a. 7.60 n.a. n.a. n.a.
CAPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities!
21 1-Year. oo e 12.27 9.57 10.89 8.46 7.80 7.86 8.05 8.14 8.15 8.07 7.95 1.97
22 b N 12.80 10.21 11.65 9.39 8.69 8.77 8.94 9.05 9.06 8.95 8.85 8.86
23 2Meyear e b e e e L 9.20 n.a. 9,20 n.a. 9.20
24 Jeyear. i e 12.92 10.45 11.89 9.75 9.05 9.18 9.31 9.51 9.46 9.28 9.18 9.22
25 Seyear. ... i s 13.01 10.80 12.24 10.34 9.60 9.70 .81 10.01 9.98 9.84 9.67 9.66
26 S T N 13.06 11.02 12.40 10.72 10.08 10.16/| 10,20 10.45 10.38 0.24 10.04 10.05
27 1 13.00 11.10 12.44 10.85 10.16 10.31 10.33 10.61 10.53 10.37 10.16 10.17
28 20-YeAr. .. it e 12.92 11.34 12.48 11.19 10.57 10,68 10.73 10.93 10.86 10.79 10.61 10.59
29 c 30-year. JEECITTILIRELITPLRTRReY 12,76 11.18 12.39 11.05 10.457 10.50 10.56 10.73 10.69 10.63 10.45 10.42
omposite
30 Ove:or 10 years (long-term) ......... 12.23 10.84 1199 10.96 10.36 10.51 10.60 10.78 10.73 10.65 10.48 10.46
State and local notes and bonds
Moody's series!>
31 Aaa. . 10.86 8.8 9.61 8.52 8.24 8.34 8.49 8.40 8.40 8.65 8.50
32 Baa. . 12.46 10.17 10.38 9.54 9.03 9.18 9.50 9.40 9.40 9.50 9.60 9.60
33 Bond B 11.66 9.5 10.10 2.0 8.69 8.81 9.08 9.01 9.02 9.18 9.09
Corporate bonds
Seasoned issues!”
34 All industries 14.94 12.78 13.49 12.47 11,70 11.69 11.76 11.86 11.88 11.79 11.68 11.63
a5 Ana 13.79 12.04 12.71 1172 10.94 10.97 11.05 11,21 11.20 11.08 10.95 10.90
36 Aa....... 14.41 12.42 13.31 12.30 11.46 11.42 11.47 11.56 11.61 11.5t 11.40 11.33
37 A 15.43 13.10 13.74 12,70 11.98 11.92 12.00 12.09 12.11 12.04 11.92 11.89
38 Baa 16.11 13.55 14.19 13.15 12.40 12,43 12.50 12.58 12.59 12.54 12.44 12.40
39  A-rated, recently-offered utility
bonds 8 ... ...l 15.49 12.73 13.81 12.25 11.62 11.60 11.77 11.83 11.78 11.82 11.70 11.73
MeMo: Dividend/price ratio!®
40 Preferred stocks.................... 12.53 11.02 11.59 10.60 10.05 9.92 10.15 9.93 10.04 10.13 10.17 10.25
41 Commonstocks.................... 5.81 4.40 4.64 4.31 4.21 4.14 4,23 4,17 4.24 4.25 4.21 4.22

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday is taken to be the rate prevailing on the preceding
business day. The daily rate is the average of the rates on a given day weighted by
the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3. Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial &a;er), or finance companies (in the case of finance g:rer).
Before November 1979, maturities for data shown are 30-59 days, 90-119 days,
and 120179 days for commercial paper; and 30-59 days, 90-119 days, and 150~
179 days for finance paper. .

S. Yields are quoted on a bank-discount basis, rather than an investment yield
basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates quoted bx the dealers).

h 7d Unweighted average of offered rates quoted by at least five dealers early in

the day.

8. Calendar week average. For indication purposes only.

. Unweighted average of closing bid rates ﬂuoted by at least five dealers.
10. Rates are recorded in the week in which bills are issued. Beginning with the

Treasury bill auction held on Apr. 18, 1983, bidders were required to state the

percentage yield (on a bank discount basis) that they would accept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two

rather than three decimal places.

11. Yields are based on closing bid prices quoted by at least five dealers,

12. Yields adjusted to constant maturities by the U.S. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issued,
uﬁvelﬂcradegl securities. X

13. Each biweekly figure is the average of five business days ending on the
Monday following the date indicated. Until Mar, 31, 1983, the biweekly rate
determined the maximum interest rate s;:ayable in the following two-week period
on 2-Y2-year small saver certificates. (See table 1.16.)

14, Averages (to maturity or call) for all outstanding bonds neither due nor
callable in less than 10 years, including one very low yielding “‘flower’* bond.

15. General obligations based on Thursday figures; Moody's Investors Service.

16. General ol‘)grmions only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

17. Da;lx figures from Moody's Investors Service. Based on yields to maturity
on selected long-term bonds. .

18. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and S years of
call protection. Weekly data are based on Friday quotations.

19. Standard and Poor's corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoTE. These data also appear in the Board’s H. 15 (519) and G.13 (415) releases.
For address, see inside front cover.
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1.36 STOCK MARKET Selected Statistics
1984 1985
Indicator 1982 1983 1984
Dec. | Jan. Feb. | Mar. | Apr. May June July Aug.
Prices and trading (averages of daily figures)
Common stock prices
I New York Stock Exchange
(Dec. 31, 1965 = 50)......ovvvnvnnnninnenens 68.9. 92.6: 9246 94.85] 99.11 | 104.73}103.92 | 104. 107.00 109.52 | 111.64 | 109,
2 Iodustrial ... 78.18 | 107.451 108.01| 109.05{ 113.99 { 120.7t{ 119. 119.931 121.88 124,111 126.94 | 12492
3 Transportation............coviiiiiiieniianns 60.41 89.36] 85.63| 88.00( 94.88 | 101.76| 98.30 | 96.4 99.66 105.79 { 111.677 | 109.92
4 Utlity ..o e e 39.75 47001 46.44| 50.58| $51.95 53. 53.91 55.51 57.32 59.61 59.68 56.99
S Finante......ooooviiiiieiieriiiiionaranrns 71.99 | 9534 89.28) 95.29]| 101. 109.58 | 107.59 | 109.39| 115.31 118.44 | 119.85 | 114,68
6 Standard & Poor's Corporation (1941-43 = 10}t ... | 119.71 | 160.41| 160.50| 164.48]| 171.61 | 180.88] 179.42 | 180.62| 184.9¢/| 188.89 | 192.54" | 188.31
7 American Stock Exchange?
(Aug. 31, 1973 = 100). .. ....... oot 282.627| 216.48| 207.96{ 202.28]211.82 | 228.40] 225.62 | 229.46| 228.75 227.48 | 235.21 | 232.65
Volume of trading (thousands of shares)
8 New York Stock Exchange...................... 64,617 | 85,4181 91,084] 89,032 121,545 [115,489 102,591 | 94,387} 106,827 | 105,849 [ 111,952 | 87,468
9 American Stock Exchange ...................... .28 8,215| 6,107| 7,254 9,130 | 10,010] 8,677 7,801 7171 7,128 | 7.284 7,275
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker—dealers® ................. 13,328 | 23,000 22,470 22,470 22,090 | 22,970] 23,230 | 23,908 24,300 | 25,2606 | 28,220 | 25,780
EE MBI SI0GK « e eeeeeessrsreeenn e 90| 270l 4 | 4| 4 I ) ) 4 ) ) )
12 Convertible bonds. .................coieinanns 344 279¢ na. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
13 Subscription is5U€8....... ... .iiiiiiiiiiaianes 1 ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
Free credit balances at brokers*
14 IN-BCCOUNE . ... ut ittt ieinearnnanns 5,735 6,620f 7,051 7,015| 6,770 6,680 6,780 6,910 6,865 7,300 | 7,000 6,460
15 Casheaccount .. ..o iniiniiennninennnnnnnes 390 | 8,4301 10,215} 10,215 9,728 9,840 10,155 9230 9.2 10,115 | 9,700 9,440
Margin-account debt at brokers (percentage distribution, end of period)
100.0 100.0{ 1000} 100.0{ 100.0 160.0| 100.0 100.6¢ 100.0 100.0 100.0¢ 100.0
21.0 41.0 46.0 46.0 35.0 36.0 38.0 39.0 36.0 37.0 34.0 35.0
24.0 220 18.0 18.0 19.0 20.0] 200 19.0 19.0 19.0 20.0 21.0
24.0 16.0 16.0 16.0| 20.0 18.0 18.0 18.0 19.0 19.0 19.0 18.0
14.0 9.0 9.0 9.0 11.0 11.0 10.0 10.0 1.0 10.0 11.0 11.0
9.0 6.0 5.0 5.0 7.0 8.0 7.0 7.0 7.0 7.0 8.0 8.0
8.0 6.0 6.0 6.0 8.0 8.0 7.0 7.0 8.0 8.0 8.0 7.0
Special il } at brokers (end of period)
23 Total balances (millions of dollars)é . .............. 35,808 | £8,329| 75,840 75,840 79,600 | 81,830 81,930 | 82,990 87,120 | 86,910 | 89,240 | 90,930
Distribution by equity status (percent)
24 Netcredit status ...........ooivveiienniniansns .0 63.0 59.0 59.0f $59.0 59.0{ 60.0 60.0 60.0 59.0 55.0 5.0
Debt status, equity of
25 GOPErcent OTMIOTE ......coovuvnvnereroronions 29.0 28.0 29,0 29.01 300 31.0f 300 30.0 30.0 310 32,0 .0
26 Lessthan60percent .........cocovnvnvnnnnnns 9.0 9.0 1.0 11.0 10.0 10.0 10.0 10.0 10.0 10.0 9.0 11.0
Margin requirements (percent of market value and effective date)’
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
27 Margin stocks ... 70 80 65 55 65
28 Convertible bond: 50 60 50 50 50 gg
29 Short sales 70 80 65 55 65 50

1. Effective July 1976, includes a new financial 0\;}). banks and insurance

companics. With this change the index includes 406rh1 ustrial stocks (formerly

325), 23] transportation (formerly 15 rail), 40 public utility (formerly 60), and 40
nanciel.

2. inning July S, 1983, the American Stock Exchange rebased its index
effectively cpmnf rrevious readings in half. . .

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convestible bonds, stocks
acquired through exercise of subscription rights, corporate bonds, and govern-
ment securitics. Separate reporting of data for mnr%in stocks, convertible bonds,
and subscription issues was discontinued in Apri! 1984, and margin credit at
Il;roke;;d;;.lers became the total that is distributed by equity class and shown on

nes 17-22.

4, Free credit balances are in accounts with no unfulfilled commitments to the

brokers and are subject to withd ] by s on d d

S. Each customer's equity in his collateral (market value of collateral less net

debit balance) is expressed as 8

rcentage

of current collateral values.

6. Balances that may be used by customers as the margin deposit required for

additional purchases.
other

Hateral in the 's margin or dep

proceeds) occur.
7. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in accordance with the Securities Exchange Act of 1934, limit the

amount of credit to purchase and carry margin stocks that mnﬁjbe extended

alances may arise as transfers based on loan values of
i its of cash (usually sales

on

securities as collateral by prescribing a maximum loan value, which is a specified
ﬁrcenmse of the market value of the collateral at the time the credit is extended.

i uirements are the difference between the market value (100

argin req;

and the maximum loan value. The term ‘“‘margin stocks’ is defin

corresponding regulation.

reent)
in the
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities
Millions of dollars, end of period

1984 1985
Account 1982 1983

Sept. Oct. Nov. Dec. Jan. Feb. Mar, Apr. May June July

Savings and loan associations

9 1550,129 552,516 556,’229 555,277 1276 | 556,184 | 559,263 | 563,376 | 566,396 )569,291 | 666,728

646 Z;g,;su 877,642 | 881,627 |887,696 |902,449 2;3,537 898,086 904,827 | 906,998 | 911,696 [917,013 | 923,681
104,274 | 112,350 l|2,023 114,879 125,358 | 119,673 |119,724 {119,713 | 114,641 | 116,432 [118,163 [ 119,423

4 Othe 138,594 | 174,354 |215.163 |217.088 |216,588 [221814 |220,588 |222178 |225.851 [ 228.978 228,868 [229,559 | 137,530
5 Liabiljties and net worth ........... 707,646 | 773,417 | 877,642 | 881,627 | 887,696 {902,449 m,537 898,086 |904,827 | 906,995 { 911,696 (917,013 | 923,681

6 Savings capital ...............000e 567,961 | 634,455 1704,558 (708,846 |714,780 (724,301 |730,709 | 726,308 | 732,406 | 731,914 | 737,704 |742,034 | 743,878
7 Borrowad money v | 97,850 ) 92,127 121,329 119,305 | 117,775 |126,169 | 114,806 {116,879 | 119,461 | 118,655 | 115,391 {117,000 | 119,618
8 FHLBB....... 63,861 | 52,626 | 63,627 | 6€3.412 | 63,383 [ 64,207 | 63,152 [ 63,452 | 63,187 | 63,941 | 65,239 | 66,861 { 68,312
9 Other........, 33,989 | 39,501 | 57,702 | 55,893 | 54,392 | 61,962 | 51,634 | 53,427 | 56,274 | 54,714 | 50,152 | 50,139 | 51,306

10 Loans in process? ceeo| 99341 21,117 | 27,141 | 26,754 | 26,683 | 26,959 23.546 26,636 | 27,004 | 27,406 | 27,404 | 27,945" | n.a.
IHOther....ooovein i, 15,602 | 15968 | 18,050 | 19,894 | 21,302 | 17,215 | 18,358 | 19,857 | 17,471 | 20,539 | 21,671 | 19,708 | 21,389
12 Networthd........oooeiineninne, 26,233 | 30,867 | 33,705 | 33,582 | 33,839 ( 34,764 | 34,664 | 35,042 | 35,489 | 35,887 [ 36,930 | 38,271 | 38,824
13 MEMo: Mortgage loan commitments

outstanding®.................. 18,054 | 32,996 | 40,089 | 38,530 | 37,856 | 34,841 | 33,305 | 34,217 | 35,889 | 36,269 ( 36,953 | 35,734’ | n.a.

Mutual savings banks’

14 Assets ...........coviiiiiiiie 174,197 | 193,535 | 201,445 |203,274 | 204,499 | 203,898 | 204,859 [206,175 |210,568 | 210,469 | 212,509 [212,163 }
ns
15 Mortgage oo 94,091 [ 97,356 1101,621 |102,704 |102,953 1102,895 {103,393 |103,654 | 104,340 | 105,102 | 105,869 {105,891
16 S Other..... | 16,957 19,129 | 24,535 | 24,486 | 24,884 | 24,954 | 25,747 | 26,456 | 27,798 | 28,000 28,530 | 29,211
ecurities
U.S. governmenté............... 9,743 | 15,360 | 14,965 | 15,295 | 15,034 | 14,643 | 14,628 | 14,917 | 15,098 | 14,504 | 14,895 [ 14,074
18  State and local governmem ....... 2,470 2,177 2,052 2 080 2, 1077 2,077 2,067 2,069 2,092 2,097 2,004 | 2,093
19 Corporate and other” ............ 36,161 | 43,580 | 42605 | 43,003 | 43,361 | 42.962 43 35 l 43,063 43,888 43,889 [ 43,871 43,189
20Cash ......oovhiieiiiiiiiiieee 6,919 6,263 4,795 4,605 79 4,954 4,423 4,864 4,679 K 4,935
21 Other assets.........covvvveinans 7,855 9,670 | 10,872 | 11,101 ll 395 | 11,413 ll 533 11,593 | 12,488 | 12,288 | 12246 | 12,770
22 Liabilitles ................covvnns 174,197 | 193,535 | 201,445 203,274 | 204,499 | 203,898 | 204,859 | 206,175 | 210,568 | 210,469 | 212,509 {212,163 n.a.
23 De; slts ......................... 155,196 | 172,665 | 177,345 | 178,624 | 180,073 180,616 | 181,062 | 181,849 | 185,197 { 184,478 | 185,802 {186,091
................. 152,777 | 170,135 174,296 | 175,727 | 177,130 | 177,418 | 177,954 {178,791 | 181,742 | 180,804 | 182,113 |182,218
gu dinary savings.............. 46,862 | 38,554 | 34,564 | 34,221 | 34,009 | 33,739 | 33,413 | 33,413 | 33,715 | 33,211 ] 33,457 ] 33,526
26 TIMe .o viveniiiiiiiieiies 96,369 { 95,129 1102,934 | 104,151 | 104,849 | 104,732 | 104,098 | 103,536 | 105,204 | 104,527 | 104,843 |104,756
27 Other......vvvviirvnireninnenas 2,419 2,530 3,049 2,897 2,943 3,198 3,108 | 3,058 3,455 3,689 3,674 3,873
28 Other liabilities ................... 8,336 10,154 | 12,979 | 13,853 | 13,453 | 12,504 | 12,931 | 13,387 | 14,393 | 14,959 | 15,546 | 14,348
29 General reserve accounts .......... 9,235} 10,368 | 10,488 10,459 10,535 | 10, '510 10,619 10.670 10.720 10,803 | 10913 | 11, 238
30 Memo: Mortgage loan commitments !
outstanding?.................. 1,285 2,387 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
| Life insurance companies
31 Assets ......oiiiiiiiiiiiiiaaan, 888,163 | 654,948 | 699,996 | 708,827 | 712,271 | 720,807 | 730,120 | 734,920 | 741,442 | 747,683 | 756,552
Securities
32 Government.................... 36,499 | 50,752 | 57,552 | 59,825 | 62,678 | 64,683 | 65,367 { 67,111 | 66,641 | 67,265 | 68,673
33 United States!0 ............... 16,529 | 28,636 | 35,586 | 37,594 | 40,288 | 41,970 | 42,183 | 43,929 | 43,317 | 43,840 45,069
34 Stateand local................ 8,664 9,986 9,221 9,344 | 9,385 9,757 | 9.895 9,956 | 9,770 9,772 9,870
35 Foreign!l..............ccois 11,306 | 12,130 | 12,745 | 12,887 | 13,005 | 12,956 | 13,289 | 13,226 | 13,554 | 13,653 | 13,734
36 Business...............c.0nel 287,126 | 322,854 }350,512 | 352,059 | 354,815 | 354,902 | 364,617 1367.411 | 370,582 | 374,904 | 379,763 | n.a. n.a.
37 Bonds .....oovviiniiiiiiiinn 231,406 | 257,986 | 285,543 | 287,607 | 291,021 |290,731 |297,666 | 298,381 |302,072 | 305,945 | 308,393
38 SOCKS . ..ot 55,720 64,868 | 64,969 | 64,452 | 63,794 | 64,171 | 66,951 | 69,030 | 68,510 | 68,959 71,370
39 Morgages......oovvvincrvnennais 141,989 | 150,999 155,802 | 156,064 | 156,691 | 157,283 | 157,583 | 158,052 [ 158,956 | 160,250 | 161,354
40 Realestate...............c..oounen 20,264 | 22,234 | 24,685 | 24,947 | 25,467 | 25,985 | 26,343 | 26,567 | 26,911 | 27,202 | 27,652
41 Policyloans ...............covives 52,9611 54,063 | 54,551 | 54,574 | 54,571 | 54,610 | 54,442 | 54,523 | 54,466 | 54,472 | 54,417 J
42 Otherassets..........cooevivvnnnan 48,5711 54,046 | 56,894 58,358 58,049 | 63,344 | 61,768 | 61,256 | 63,886 | 63,590 | 64,693
Credit unions!?
43 Total assets/liabilities and capital .... | 69,585 | 81,961 | 91,651 | 91,619 | 92,521 | 93,036 | ™,646 | 96,183 | 98,646 | 101,268 | 104,992 (106,783
44 Federal ...............ooivuits 45,493 | 54,482 | 62,107 | 61,935 | 62,690 | 63,205 | 64,505 | 65,989 | 67,799 | 68,903 [ 71,342 | 72,021"
45 SIate ... 24,092 27, 479 | 29.544 29,684 | 29,831 | 29,831 | 30,141 | 30,194 | 30,847 | 32,365 | 33, 1650 34,7627
46 Loans outstandin| 43,232 | 50,083 | 59,874 | 60,483 | 62,170 | 62,561 | 62,662 | 62,393 | 62,936 | 64,341 | 65,298 | 66,817
47  Federal 27,948 | 32,930 | 40,310 | 40,727 | 41,762 | 42,337 | 42,220 | 42,283 | 42,804 | 43,414 | 44,042 | 44,707 n.a.
48 State . 15,2841 17,153 | 19,564 | 19,756 | 20,408 | 20,224 | 20,442 | 20,110 | 20,132 | 20,927 | 21,256 | 22,110
49 Savings . 62,990 | 74,739 | 83,172 | 83,129 | 84,000 | 84,348 | 86,047 | 86,048 | 88,560 | 91,275 | 95,278 | 96,7027
50 Federal (sl 41,352 | 49,889 | 56,734 | 56,655 | 57,302 | 57,539 | 38,820 | 59,914 | 61,758 | 62,867 | 66,680 | 66,2437
51  State (shares and 21,638 | 24,850 | 26,438 | 26,474 | 26,698 | 26,809 | 27,227 | 26,134 26,802 28,408 | 28,598 | 30,4597
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1984 1985
Account 1982 1983
Sept. Oct Nov. Dec. Jan. Feb. Mar. Apr. May June July
FSLIC-insured federal savings banks
52 Assets ................ 6,859 64,969! 82,174} 87,743 94,536| 98,559| 98,747 106,657} 109,720 110,511 | 113,739 114,610 y
53 Mortgages 3,353] 38,698 48,841| S51,554| 55,8611 57,429| 57,667] 60,938] 62,608] 63,519 64,822 65,862
54 Cash and investment securities! .....{ ...... 10.436{ 12,867} 13,615 14,826| 16,000} 15,378] 17,511 18,237| 17,923| 18,886| 18,655
550ther .........oovvvviivennennd] et 15,8351 20,466| 22,574) 23,849| 25,129} 25,702| 28,208| 28,875} 29,069} 30,031 30,093
56 Liabflitles and met worth ............ 6,859 64,969| 82,174 87,7431 94,536| 98,559 98,747| 106,657 | 109,720 | 110,511 | 113,739 | 114,610
57 Savings and capital ................ 58771 53,227| 65,079| 70,080| 76,167 79,572| 80,091 85,632 88,001| 88,205| 90.414| 92,089
$8 Borrowed money . S N 74771 11,8281 11,9351 11,9371 12,7981 12,372] 14,079 148601 15,1871 15,220} 14,576
59 FHLBB..... 4,640 6,600f 6,867 7,041 7,515| 7,361| 8,023| 8,491 8,849 8925| 9039 na
60 Other .......ooovvviiiiirianins 2,837 S5228] 5,068 4,89 5283| 5011| 6,056 6369] 6,338 6295 35,537
6L Other .......ocvivvnvnininniinnins 1,157 1,610 1,896 2,259 1,903 1,982 2,356 2,174] 2,400] 3,032| 2,740
62 Networth3........................ 3,108 3,657 3,832 4,173 4,286 4,302 4,590 4,685 4,719 5,073 5,205
Memo

63 Loans in process?.................. 98 1,264 1,505 1,457 1,689 1,738 1,685 1,747 1,919 2,010 2,068 2,072
64 Mortgage loan commitments

outstanding®........ P BT 2,151 2,970 2925{ 3,298] 3,234 3,510} 3.646| 37521 3,937| 4,229| 4,682

1. Holdings of stock of the Federal Home Loan Banks are in “‘other assets.”
2, Beginning in 1982, loans in process are classified as contra-assets and are
not included in total liabilities and net worth. Total assets are net of loans in

35,
3. Includes net undistributed income accrued by most associations.
4. Excludes figures for loans in process.
5. The National Council reports data on member mutual savings banks and on
mngu banks that have converted to stock institutions, and to federal savings

s.
6. Beginning .?{lril 1979, includes obligations of U.S. government agencies.
Before that date, this item was included in “*Corporate and other.”

7. Includes securities of foreign governments and international organizations

11. Issues of forsign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development,

12. As of June 1982, data include only federal or federally insured state credit
unions serving natural perons.

NoOTE., Savings and loan associations: Estimates by the FHLBB for all
associations in the United States. Data are based on monthly reports of federall
insured associations and annual reports of other associations. Even when revised,
data for current and preceding year are subject to further revision. -

Mutual savings banks: Estimates of National Council of Savings Institutions for
all savings banks in the United States.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figures are annual-

and, before April 1979, nonfuumteed issues of U.S. government ag
8. Excludes checking, club, and school accounts.
9. Commitments outsmndingn(npcluding loans in process) of banks in New
¥::§ State as reported to the Savings Banks Association of the State of New

10" Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under *Business’ securities.

asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
differences between market and book values are not made on each item separately
but are included, in total, in "‘other assets.”
Credit unions: Estimates by the National Credit Union Administration for a
goup of federal and federally insured state credit unions serving natural persons.
igures are preliminary and revised annually to incorporate recent data.
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
T . Fiscal Fiscal Fiscal
of account or operation year ear car
ype P 1982 ¥983 984 1983 1984 1985
HI H2 Hil June July August
U.S. budget
1 Receipts!.. 617,766 600,562 666,457 306,331 306,584 341,808 72,151 57,970 55,776
2 Outlays! ...... 728,375 795,917 841,800 396,477 406,84 420,700 71,506 78,012 83,621
3 Surplus, or defic -110,609| -195,355| -175,343 —-90,146 | ~100,265 -78,892 645 -20,042 ~27,845
4  Trust funds.... 5,456 23,056 30,565 22,680 7,745 18,080 10,268 ~392 287
5  Federal funds?? -116,065] -218,410] -205,908 | -112,822 | -108,005 —-96,971 ~9,623 -19,650 ~28,132
Off-budget entities (surplus, or deficit (~))
6 Federal Financing Bank outlays.......... ~14,142 -10,404 -7,277 ~5,418 -3,199 -2,813 ~1,573 -1,308 26
TOther3 ... e -3,190 -1,953 -2,719 -528 ~1,206 —-838 —-441 ~183 221
U.S. budget plus off-budget, including
Federal Financing Bank
8 Surplus, or deficit (=) .................. -127,940| -207,711| -185,339 -96,094 | —104,670 —84,884 ~-1,369 -21,532 ~27,597
Source of financing
Borrowing from the public ............ 134,993 212,425 170,817 102,538 84,020 80,592 11,857 23,921 16,157
10 Cash and monetary assets (decrease, or
increase (—))¢ .. -11,911 -9,889 5,636 -9,664 ~16,294 -3,127 —12,697 —466 12,013
M Otherd ... 4,858 5,176 8,885 3,222 4,358 7,418 2,209 -1,923 -573
MEMo
12 Treasury operating balance (level, end of
period) . ..., i 29,164 37,057 22,345 27,997 11,817 13,567 24,013 24,146 11,841
13 Federal Reserve Banks 10,975 16,557 3,791 19,442 3,661 4,397 3,288 2,656 3,656
14 Tax and loan accounts 18,189 20,500 18,553 8,764 8,157 9,170 20,725 21,489 8,185
i, Effective Feb. 8, 1982, ! tal dical insurance pr and S. Includes accrued to the public; allocations of special

voluntary hospital insurance premiums, previously included in other insurance

receipts, have been reclassified as offsetting receipts in the health function.

2. Half-year figures are calculated as a residual (total surplus/deficit less trust

fund surplus/deficit).

3. Other off-budget includes Postal Service Fund; Rural Electrification and

Telephone Revolving Fund; Rural Telephone Bank; and petroleum acquisition
and transportation and strategic petroleum reserve effective November 1981,

4, Includes U.S. Treasury operating cash accounts; SDRs; gold tranche
drawing rights; loans to International Monetary Fund; and other cash and
monetary assets.

pay
drawing rights; deposit funds; miscellaneous liability (including checks outstand-
ing) and asset accounts; seigniorage; increment on Pgold; net gainfloss for U.S.
currency valuation adjustment; net gain/loss for IMF valuation adjustment; and
profit on the sale of gold.

SOURCE. “*Monthly Treasury Statement of Receipts and Outlays of the U.S.
9ove%l§;m" Treasury Bulletin, and the Budget of the U.S, Government, Fiscal
ear .



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS
Millions of dollars

Federal Finance A29

Calendar year
Fiscal Fiscal
Source or type ear ear
¥983 ¥984 1983 1984 1985
Ht H2 Hi H2 June July Aug.
REeCEIPTS
T ABSOUICER. ... .ovvoeviieieii e 600,563 666,457 306,331 305,122 341,808 341,392 72,151 57,970 55,776
2 Individual income taxes, net............. 288,938 295,955 144,551 147,663 144,691 157,229 34,764 26,252 25,770
3 Withheld.........c.oviiviiiian., 266,010 279,345 135,531 133,768 140,657 145,210 23,448 26,898 24,914
4  Presidential Election Campaign Fund . .. 36 35 30 29 5 k] 3 2
§ Nonwithheld...................ovl00e 83,585 81,346 63,014 20,703 61,463 19,403 13,579 1,133 2,285
6 Refunds..................ooilal 60,692 64,770 54,024 6,815 57,458 7,387 2,266 1,783 1,431
Corporation income taxes
7 Grossreceipts ..............o0iiunn.. 61,780 74,179 31,064 40,328 35,190 11,373 3,052 2,397
8 Remnd ............................. 24,758 17,286 8,921 10,045 6,847 585 1,161 1,319
9 Socml msurnnce taxes and contributions,
............................... 208,994 241,902 110,520 100,832 131,372 118,690 21,049 22,853 22,943
10 Payroll employment taxes and
contributions!.................... 179,010 203,476 90,912 88,388 106,436 104,540 18,924 21,474 18,617
1 Self-employment taxes and
conmbutlons .................... 6,756 8,709 6,427 398 7,667 1,086 1,258 —406 0
12 Unemployment i msurance ............. 18,799 25,138 10,984 8,714 14,942 10,706 501 1,276 3,928
Other net receipts® ................... 4,436 4,580 2,197 2,290 2,329 2,360 367 441 398
14 Excise taxes........ooooveniviniennea, 35,300 37,361 16,904 19,586 18,304 18,961 2,733 3,409 2,544
15 Customs deposits ...............cc...... 8,655 11,370 4,010 5,079 5.576 6,329 997 1,128 1,151
16 Estate and gift taxes.................... 6,053 6,010 2,88 3,050 3, 3,029 428/ 614 560
17 Miscellaneous receipts® ................. 15,594 16,965 7,811 8,481 8,812 1,391 1,826 1,730
QOuTLAYS
18 ABtypes .......ocovvvvniiiniiienniine, 795,917 841,800 396,477 406,849 420,700 446,943 71,506 78,012 83,621
19 National defense ....................... 210,461 227,405 105,072 108,967 114,639 118,286 20,815 22,140 23,209
20 International affairs. . ................... 8,927 13,312 4,705 6,117 5,426 8,550 974 491 1,542
2t Geneml science, space, and technology . .. 7,177 8271 3,486 4,216 3,981 4,473 656 652 754
22 ENeIBY. ... 4,035 2,464 2,073 1,533 1,080 1,423 -874 282 647
23 Natura.l resources and environment. ... ... 12,676 12,677 5,892 6,933 5,463 71,370 1,073 1,317 1,396
24 Agriculture .. ... 22,173 12,215 10,154 5,278 7,129 8,524 822 1,162 1,510
25 Commerce and housing credit ........... 4,721 5,198 2,164 2,648 2,572 2,663 266 —189 —295
26 Transpomtmn ......................... 21231 24,705 9,918 13,323 10,616 13,673 2,130 2,563 2,617
27 C y and regional 1 . 7,302 ,803 3,124 4,327 3,154 & 652 476 730
28 Educanon, training, employment, social
SETVICES .. .ui ittt 25,726 26,616 12,801 13,246 13,445 13,737 1,949 2,185 2,745
Health.........covviviiiiiiiiinnninn,, 28,655 30,435 41,206 27,271 15,551 15,692 2,735 2,944 2,917
30 Social security and medicare ............ 223,311 235,764 n.a. n.a. 119,420 119,613 23,074 21,890 21,306
31 Income secunity...............oiiuenl, 122,156 96,714 143,001 92,643 50,450 57,411 s 10, 855 10,201
32 Veterans benefits and services . .......... 24,845 25,640 11,334 13,621 12,849 13,317 907 2,324 3,409
33 Administration of justice ................ 5,014 5,616 2,522 46 ,807 992 443 658 519
34 General government . ................... 4,991 4,836 2,434 2,479 2,462 2.552 643 215 479
General-p fiscal assistance......... 6,287 6,577 3.124 3,290 943 3,458 —131 1,222 92
36 Netinterest®. ..........oooevievininia, 86,963 111,007 42,358 47,674 54,748 61,293 9,972 10312 12,324
37 Undistributed offsetting receipts’......... —-33,97% —15,454 —8,887 -7,262 28,036 -12,914 2,410 3,485 ~2,481

L. Old-age, disability, and hospital insurance, and railroad retirement accounts.
2. Old-age, disability, and hospital insurance.
& nbs:def?l employee retirement contributions and civil service retirement and
sability
4, Deposits of earnings by Federal Reserve Banks and other miscellaneous
receipts.
S.m accordance with the Social Security Amendments Act of 1983, the
Treasury now provides social security and medicare outlays as a separate

function. Before February 1984, these outlays were included in the income
security and health functions.

6. Net interest function includes interest received by trust funds.

7. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.
SOURCE. ‘‘Monthly of Receipts and Outlays of the U.S.
Government”* and lhe Budge: af the U.S. Government, Fiscal Year 1985.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1983 1984 1985
Item
Mar, 31 June 30 Sept. 30 | Dec. 31 Mar. 31 June 30 Sept. 30 | Dec. 31 Mar, 31
1 Federal debtoutstanding .................oooenn 1,249.3 1,324.3 1,381.9 1,418.3 1,468.3 1,517.2 1,576.7 1,667.4 1,718.1
2 Public debt securities 1,244.5 1,319.6 1,377.2 1,410.7 1,463.7 1,512.7 1,572.3 1,663.0 1,710.7
3 Held by public. 1,043.3 1,090.3 1,138.2 1,1744 1,223.9 1,255.1 1,309.2 1,373.4 1,415.2
4  Held by agencie: 201.2 229.3 239.0 236.3 239.8 257.6 263.1 289.6 295.5
$ ARENCY SECUNItIEs o .v\vvvivivniitviiiiaienians 48 4.7 4.7 4,6 4.6 4.5 4.5 4.5 4.4
6 eld by public............oviiviiiiiiinin, kN 3.6 3.6 kB 3.5 34 34 34 33
7  Held by agenci 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1 1.1
8 Debt subject to statutory limit.................... 1,245.3 1,320.4 1,378.0 1,411.4 1,464.8 1,513.4 1,873.0 1,663.7 1,711.4
9 Public debt securities.............oieiiiiiinn 1,243.9 1,319.0 1,376.6 1,410.1 1,463.1 1,512.1 1,571.7 1,662.4 1,710.1
10 Otherdebt!. . ..........cooiiiiiiiiiiiiines 1.4 1.4 1.3 1.3 1.3 t. 1.3 1.
11 MEMoO: Statutory debt limit..................00e 1,290.2 1,389.0 1,389.0 1,490,0 1,490.0 1,520.0 1,573.0 1,823.8 1,823.8
1. Includes guaranteed debt of government agencies, specified participation NoTe. Data from Treasury Bulletin (U.S. Treasury Department).
certificates, notes to international lending organizations, and District of Columbia ,
stadium bonds.
1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1984 1985
Type and holder 1980 1981 1982 1983
Qi Q4 Q1 Q2
1 Total gross publicdebt. ...............ociiiiiiiiiiiiiiiia, 930,2 1,028.7 1,197.1 1,410.7 1,572.3 1,663.0 1,710.7 1,774.6
type
2 lntergst-bearing debt ..o e 928.9 1,027.3 1,195.5 1,400.9 1,559.6 1,660.6 1,695.2 1,759.8
I Marketable ... ... e 623.2 720.3 881.5 1,050.9 1,176.6 1,247.4 1,271.7 1,310.7
T - 1 | 73 216.1 245.0 311.8 343.8 356.8 374.4 379.5 381.9
E I 1 3216 375.3 465.0 5734 661.7 705.1 713.8 740.9
6 BONAS.......cioiiiiiiiieii it i 85.4 99.9 104.6 133.7 158.1 167.9 178.4 187.9
7 Nonmarketable! . ............ooiiiiiiiiiiiiiiii i 305.7 307.0 314.0 350.0 383.0/ 413.2 423.6 449.1
8  State and local government series ..o 23.8 23.0 25.7 36.7 414 4.4 47.7 539
9 FOTeigniSsues? .. ... ... vernriensicineserneinnriionnranes 24.0 19.0 14.7 10.4 8.8 9.1 9.1 8.3
10 GOVEIMMENT. .. ..ottt ireisiriotianssanns 17.6 14.9 13.0 10.4 8.8 9.1 9.1 8.3
1] PUDHC . oo v vt i e e 6.4 4.1 1.7 .0 .0 0 .0 .0
12 Savingsbonds and notes. . ........oiciiiiiiiiiii i, 72.5 68.1 68.0 70.7 73.1 73.3 74.4 75.7
13 Government account Series? ..........oooviiiiiiiiiieiaiiias 185.1 196.7 205.4 2319 259.5 286.2 292.2 311.0
14 Non-interest-bearing debt...........ocovveiici i, 1.3 1.4 1.6 9.8 12.7 2.3 15.5 14.8
By holder*
15 U‘.'S. government agencies and trust funds ............. 192.5 203.3 209.4 236.3 263.1 289.6 295.5
16 Federal Reserve Banks. .. 121.3 131.0 139.3 151.9 155 160. 161.0
17 Private investors. .. .. 616.4 694.5 848.4 1,022.6 1,154.1 1,212.5 1,254.1
18 Commercial banks , 12.1 1114 1314 188.8 183. 183.4 195.0
19 Money market funds .........oooiiveiiiiiiiiiinai 3.5 215 42.6 2.8 13.6 259 26.6
20 Insurance COMPANMIES. ... ....oouvriierveroienereniinrronnes 24.0 29.0 39.1 56.7 73.2 82.3 84.0
21  Other COMPANMIES . ... ..covvreiesririsneraraevionriensinies 19.3 17.9 24.5 39.7 47.7 511 51.9 n.a
22 State and local governments ............coiiiiiiiiiiiian. 87.9 104.3 127.8 155.1 n.a. n.a. n.a.
Individuals
2 Savings bonds. . ... it 72.5 68.1 68.3 71.5 73.7 74.5 75.4
4 Other SECUMLIeS .. ...o.vvvviriniineiieiiiiiiirinieanes 44.6 42.7 48.2 61.9 68.7 69.3 69.9
25  Foreign and international® ..............ooooiiiiiiii e 129.7 136.6 149.5 166.3 175.5 192.8 186.3
26 Other miscellaneous investors® ...........ovnvivnniinnienns 122.8 163.0 217.0 259.8 n.a. n.a. n.a.

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds. doll

N ketable dollar-d

ries held by foreigners. .
3. Held almost entirely by U.S. government agencies and trust funds.
4. Data for Federal Reserve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates.

d and foreign currency-denominated se-

. 5. Consists of investments of foreign and international accounts. Excludes non-
interest-bearing notes issued to the International Monetary Fund.

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. government deposit accounts, and U.S. government-gponsored agencies.

SouRrces. Data by type of security, U.S. Treasury Department, Monthly
glal:er:lem of the Public Debt of the United States; data by holder. Treasury

ulletin.
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1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions
Par value; averages of daily figures, in millions of dollars
1985 1985 week ending Wednesday
ltem 1982 1983 1984
June July Aug. | July 24 | July 31| Aug.7 | Aug. 14| Aug. 21 | Aug. 28
Immediate delivery!
U.S. government securities............ 32,260 42,138 52,786| 86,9937| 65,844’ 70,8431 65,33¢/| 64,585 71,267 77,463 72,543{ 62,462
By maluﬂty
2 et 18,392 22,393{ 26,040] 34,571 | 29,390 29,989 29,067 28,656 31,947 30,521 30,998 26,417
3 Other within 1 yea 810 708 1,305 1,664 1,556 1,636 1,324 1,676 1,928 1,473 1,581 1,634
4 1-5 years........ 6,271 8,7581 11,734] 23,4897| 1596271 17,390| 16,373 17,618] 18,415| 16,4191 20,052] 16,739
b 5-10 years. 3,555 5,279 6071 15,601 10,810 11,270 10,373 987 9,771 13,454 ,875 9,283
6 Overf0years.................... 3,232 4,997 6,100 1,667 8,126 10,557 ,197 648 9,207 15,597f 10,037 8,389
@' type of customer
7 S. governmenl securities
........................ 1,770 2,257 2,920 2,947 2,478 2912 1,79 3,383 2,564 3,711 1,999 2,923
8 u.s. government securities
brokers . 15,794 21,045| 25,584 42,796 | 33,392 34,593] 34,915 32,1571 36,022 38,425 36,733 28,555
9 All others?. ... ... 14,697 18,832 24,282] 41,2517 29,973 y 28,623 045 32,682] 35,328] 33,812 30,983
10 Federal agency secur es 4,140 5.576 K 12,893 10,794 10,950{ 9,710 8,749 8,468| 11,591} 14,2901 10,030
11 Certificates of deposit 5,000 4,333 A 4,669 3,889 3,245 4,009 322 3,352 3,558 3,350 2,867
12 Bankers acceptances 2,502 2,642 3,2441 4,007 3,245 2,980 3,143 3,038 3,008 3,064 3,298 2,583
13 Commercial paper, . 7,595 8,036] 10,018] 12,711 13,379 13,026] 12,313 12,403 12,826] 12,827} 13,980} 12,509
Futures transactions®
14 Treasury bills ., 5,055 6,655 6,947 6,420 4,044 3,922 5,051 3,476 3,019 4,796 4,603 2,802
1S Treasury coupons R 1,487 2,501 4,503 7,632 4,954 5,589 5,280 5,462 5.5 6,280 5,386 5,266
16  Federal agency securities. . 261 265 262 223 155 346 134 337 176 334 262 502
Forward transactionsé
17 U.S. government securities .. 835 1,493 1,364 1,319 1,151 1.268{ 1,450 1,583 1,364 1,665 1,235 1,174
18 Federal agency securities.............. 978 K 2,843 3,740 3,492 3,584 2,959 2,685 3,37 4,171 4,425 2,777

. Data for i does not i

lude forward transactions.

from the date of the transaction for government securities (Treasury bills, notes,

2 Includes, among others all other dealers and brokers in commodities and
securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

3. Futures contracts are standardized agreements arranged on an organized
:xcha e in which parties commit to purchase or sell securities for delivery at a
uture date.

4. Forward transactions are a{:ements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days

and bonds) or after 30 days for mortgage-backed agency issues,

Ng(;ra Averages for transactions are based on number of trading days in the
period.

Transactions are market purchases and saies of U.S.
dealers reponmg to the Federal Reserve Bank of New York. The figures exclude

of, and exch for, new U.S. government securities, redemptions

of called or ma!ured securities, purchases or sales of securities under repurchase
agreement, reverse repurchase (resale), or similar contracts.

overnment securities
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing

Averages of daily figures, in millions of dollars

1985 1985 week ending Wednesday
Item 1982 1983 1984
June July Aug. July 31 | Aug.7 | Aug. 14 | Aug. 21 | Aug. 28
Positions
Net immediate!
1 U.S. government securities 13,663 10,701 5,538 1,9 295" 1,433 -2,246f —4,599 4,627 640 3,971
2 Bills............ 7,297 8,02 5,500 4,6387 2,973 5,327 2,042 2,521 8,312 5,357 5,280
3 Other within 1 yeal 972 394 63 1,293 1,376 1,652 1,310 1,394 1,337 1,356
4 1-5 years. 3,256 1,778 2,159 5,698 6,513" 4,442 6,669 5,253 6,548 1,651 4,277
s 5-10 years. .. -318 =78 ~L119} ~7,17%| -2,230¢{ -6,199] -8,150f -8,169| -7,555| -4,685] 5,084
6 Over 10 years. ... 2,026 528 —1,174] -2,393| -3,412 -3,670 —-4,576 -5,654 -4,221 -3,167 —2,034
7  Federal agency securi 4,145 7,232 15,294 | 22,746 23,461 23,108 22,083 22,784 23,756 22,988 2,944
8 Certificates of deposit 5.532 5,839 7,369 9,492 8,996 8,205 8,636 8,236 8,079 8,269 8,212
9  Bankers acceptances 2,832 3,332 3,874 4,544 4,607 4,206 3,679 4,525 4,573 3,984 3,753
10 _ Commercial paper. . 3,317 3,159 3,788 5,232 4,786 4,908 4,041 5,272 4,972 5,093 4,417
Futures positions
11 Treasury bills. ... -2,507| -—4,125{ -~4,525| -4.925 | -4,799 -6,6991 -4,7511 -5856) -—6,158{ -6,779| -7,700
12 Treasury coupons ...... -2,303| -1,032 1,794 4,235 4,452 5,169 5,520 5,347 5,929 5,250 4,638
13 Federal agency securities. . -224 171 233 -472"| -1,161 -530| -1,199| ~1,169 —-540 -130 -282
Forward positions .
14 U.S, government securities ~788| -1936] -1,643 223 -1, —693| ~2,076 - -2981 -1,221 —453
1S Federal agency securities............ -1,432| -3,561 -9,205| -9,144 | -8,941 | -10,793| -9,153| -9,431| -11,294] —11,843| -10,638
Financing?
Reverse repurchase agreements®
16  Overnight and continuing 26,754 29,099 44,078 66,347 | 221,104 69,377 73,201 67,514 71,755 71,916 66,067
17 Term agreements....... 48,247 52,493 68,357| 75,308 74,930 78,3941 77,445 79,663 76,708 78,163 80,744
Repurchase agreements?
18 vernight and continuing 49,695 57,946 75,7117{ 146,450 | 100,429 103,403 | 105,731 96,920] 104,777 105,841 105,336
9 Termagreements..................s 43,410 44,410 57,047 X 151,085 67,346 60,274 68,577 65,709 67,851 67,878

1. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on a
commitment, that is, trade-date basis, including any such securities that have
been sold under agr to repurch s). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-
ties involveltis are not available for trading purposes. Before 1984, securities
owned, and hence dealer positions, do not include all securities acquired under
reverse RPs. After January 1984, immediate positions include reverses to maturi-
ty, which are securities that were sold after having been obtained under reverse
repurchase agreements that mature on the same day as the securities. Data for
immediate positions does not include forward positions.

2. Figures cover financing involving U.S. government and federal agency
securities, negotiable CDs, bankers p an ial ﬁapcr.

3. Includes all reverse repurchase agreements, including those that have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.
. 4. l{“’l}'m ll:gth repurchase agreements undertaken to finance positions and

NoTe. Data for positions are averages of daily figures, in terms of par value,
based on the number of trading days in the period. Positions are shown net and are
on a commitment basis. Data for financing are based on Wednesday figures, in
terms of actual money borrowed or lent.
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding

Millions of dollars, end of period

1985
Agency 1982 1983 1984
Feb. Mar. Apr. May June July
1 Federal and federally sponsored agencles .................... 237,088 | 239,716 271,864 | 271,479 | 275,093 | 275,209 | 278,697 | 183,983 284,732
2 Federal agencies .......oouiviienniiniiarunrneiniienninas 33,055| 33,940| 35,145 35,360 | 35,140 35,182 349157 | 3564471 35,352
354 243 142 122 116 107 102 97 93
4 14,218 14,853) 15,882 15,881 | 15,709 15,707 15,706 15,744 | 15,744
g 288 194 133 129 127 123 122 119 18
pamcxpauon cemﬁcmes’ ............................ 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165
7 Postal Service® ........... 1,471 1,404 1,337 1,337 1,337 1,337 9700 970 970
8 Tennessee Valley Authority .. 14,365 14,970 15,435 15,675 | 15,635 15,776 15,776 16,4757 16,188
9  United States Railway AssociationS ... 194 111 5] 51 st 74 74 4 74
10 Federally sponsored agencies’............ooovieuiinianien 204,030 | 205,776 236,419 | 236,120 | 239,953 | 240,027 | 243,782 | 248,309 | 249,380
11 Federal Home Loan Banks. . 35,967 48,9301 65,085 64,706 65,700 65,257 67,765 69,898 70,244
12 Federal Home Loan Mortgage Corporation. . .............. 4,524 6,793| 10,270 11,237 | 11,882 12,004 12,167 12,723 | 13,197
13 Federal National Mortgage Association .................. 70,052 74,594] 83,720 84,701 86,297 86,913 88,170 89,518 | 90,208
14 FarmCredit Banks........ooviiviiiiiiiii i, 71,8961 72,4091 71,258 70,012 | 70,161 69,882 69,321 69,570 | 69,122
15  Student Loan Marketing Association ................o.... 1,591 3,050 5,369 5,464 5913 5,971 6,359 6,600 6,609
MEmo
16 Federal Financing Bank debt® . ...............cccoveeinnns 126,424 135,791 | 148,217 | 146,611 | 147,507 | 148,718 | 149,597 | 151,971"] 152,958
Lending to federal and federally sponsored
agencies
17 Export-lmport Bank? 14,177 14,789 15,852 15,852 { 15,690 15,690 15,690 15,729 } 15,729
18 Postal Service® ....... 1,221 1,154 1,087 1,087 1,087 1,087 720 720 720
19 Student Loan Marketing Association ....................... 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000 5,000
20 Tennessce Valley AuLhomy ........................ 12,640 13,2451 13,110 13,930 | 13,910 14,051 14,154 14,750/ 14,463
21 United States Railway Association ........................ 194 1 51 51 51 74 74 74 74
Other Lending'®
22 Farmers Home Administration...................cooiuiun 53,261 55,266 58,971 59,041 59,756 60,641 61,461 62,606 | 63,546
23 Rural Electrification Administration ................coois 17,157 19,7661 20,693 20,804 | 20,730 20,894 21,003 | 21,183 { 21,364
4 0ther. ...t e 22,774 26,460 29,853 30,826 | 31,283 31,281 31,495 31,909/ | 32,062

Consists of mortgages assumed by the Defense Deparlmem between 1957
and 1963 under family h ng and h
. Includes participation cemﬁcates reclnsstﬂbd as debt bcgmnmn Oct 1, 1976.

3 Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4. Consists of debentures issued in payment of Federal Housing Admnmstratxon
insurance claims. Once issued, these securities may be sold privately on the
securities market.

5. Certificates of participation issued before fiscal 1969 by the Governmem

7. Includ ding i liabilities: Notes, bonds, and deben-
tures.
8. Before late 1981, the A iati btained fi ing through the Federal
Fmancl Bank.
‘l‘he FFB, which began operati m 1974, is authorized to hase or sel)
obhsauons 1ssued sold, or guar d by other federal ngencnes Since FFB

incurs debt solely for the pu e of lending to other csencxes. its debt is not
included in the main portion of the table in order to avoid double counting.
10. Includes FFB purchases of agency assets and guaranteed loans; the latter

National Mortgage Association acting as trustee for the Farmers Home A
tration; Department of Henlzh Educanon‘ and Welfare Depanmem of Housing
and Urban Devel P Smal ; and the Veterans
Administration.

Off-budget.

contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being generaily small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.
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1.45 NEW SECURITY ISSUES State and Local Governments

Millions of dollars

T £ N 1984 1985
ype of issue or issuer,
or use 1982 1983 1984
Nov. Dec. Jan, Feb. Mar Apr. May” June
1 Al issues, new and refunding!.................... 79,138 | 86,421 [ 106641 | 13,548 | 17,713 | 6,607 | 8,510 9,873 12,095| 14,097 11,313
gpe of issue
2 General obligation............cooiiiiiiiiiiena 21,094 1 21,566 | 26485 | 2,611 2,185 1,887 3,527 2,998 3,265 4,535 2,581
3 U.S.government loans?............c..covvuuns 225 9% 16 3 2 7 0 5 0 2 0
G REVENUE ... .ottt 58,044 | 64,855 | 80,156 | 10,937 | 15528} 4,720] 4983} 6,875 8,830 9,562 8,732
U.S. government loans?............coocevvnnns 461 253 17 1 0 3 0 0 2 0 1
Type of issuer
6 BIALE ... vtii s 8,438 | 7,140 | 9,129 405 728 369 1,559 252 958 1,298 350
7 Special district and statutory authority............ 060 | 51,297 | 63,550 | 7,265 | 11,894 | 4,045[ 4,493 5,754 1219 8,126 7,380
8 Municipalities, ies, townships, school districts K ) 33962 | 5878 5094] 2,193| 2458 3,867 | 3,858 4,673 3,583
9 Issues for new capital, total ...................... 74,804 | 72,441 | 94,050 | 12,3852 | 16,284 | 8206 5890 8.253( 9,075 9,279 7,886
Use of proceeds
10 BAUCAHON . . ..o\ vivveeiienenaniennneinnes 6,482 | 8, 7,553 999 671 757 950 1,018 1,121 1,169 933
11 Transportation .« ..o..ovevieviivenienieiianinas 6,256 | 4,387 | 7,552 | 2,151 1,339 347 472 173 319 631 276
12 Utilities and conservation ............c.ovvevnnnns 14,259 | 13,588 1 17,844 534 4,133 1,359 1,008 1,491 2,347 1,478 1,883
13 Social welfare ... 26,635 [ 26,910 | 29928 | 3,701 3,598 1,670 1,848) 3,155 3,108 3,454 2,903
14 Industrial @id .. ......cci i 8,349 | 7.821 ] 15415 | 3,866 5,572 389 353 584 293 782 540
15 Other PUIPOSES .. ..o vvvevrierinienrirsereanses 12,822 | 11,637 | 15,758 1,101 1,041 684 1,259 1,832 1,890 1,765 1,351
1. Par amounts of long-term issues based on date of sale. . SoURck. Public Securities Association.
2. Consists of tax-exempt issues guarantecd by the Farmers Home Administra- )
tion.
1.46 NEW SECURITY ISSUES Corporations
Miltions of dollars
T g . 1984 1985
ype of issue or issuer,
or use 1982 1983 1984
Dec. Jan. Feb. Mar. Apr. May June July
C Alldssues! ... ..ol 84,638 | 120,074 | 132,311 6,940 7,294 6,743 14,008 11,790 12,896 19,391 11,7787
2Bondsl ... et 54,076 | 68,495 | 109,683 $,918 £,739 4,027 11,6431 3,35 9,738 15,651 8,628
Type of offering
3 Puﬁlic{ ﬁ ......................... 44,278 | 47369 | 73,357 5918 5,739 4,027 11,641 8,850 9,738 15,651 8,628
4 Private placement ,.................. 9,798 21,126 36,326 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
§ Manufacturing .............oooivnne 12,822 16,851 24,607 1,741 1,326 1,476 5,660 922 1,500 8,044 2,688
6 C ial and miscellaneous........ 5,442 ,540 13,726 355 144 974 1,317 639 865 1,642
7 Trangportation «.....c.oovvevniivin.ns 1,491 3,833 4,694 110 297 30 130 334 357 512 76
8 Public utility .. ............covvnl 12,327 125 10,679 575 309 80 500 860 1,136 585 423
9 Communication ..........vovevinenns ,390 ,642 2,997 169 375 353 300 0 150 125 110
10 Real estate and financial ............. 19,604 | 27,502 | 52,980 2,768 3,288 1,619 4,077 5,418 5,956 5,520 3,689
11 Stocks?...........ooiviiviiiniinn 30,562 | 51,879 | 22,628 1,022 1,858 2,716 2,364 2,940 3,158 3,740 3,147
Type
12 Preferred..........oovvivniininnnnns 3,113 7,213 4,118 91 170 218 3 312 634 726 6317
13Common.......coovvvviviinniiinins 25,449 | 44,366 18,510 931 1,385 2,498 2,053 2,628 2,524 3,014 2,516»
Industry group
14 Manufacturing ...............000uels 5,649 14,135 4,054 137 172 229 224 283 504 558 6017
15 C cial and miscell s 7,770 13,112 6,277 112 234 760 472 1,019 624 1,453 562
16 Transportation ........oovvvevnnen. 709 2,729 589 7 0 153 32 522 33 236 [
17 Public utility................. Ve 7,517 5,001 1,624 66 225 3 197 157 185 91 870
18 Communication ...........c...c.oouves 2,227 1,822 419 26 271 101 15 s 119 151 997
19 Real estate and financial ............. 6,690 14,780 9,665 610 653 1,190 1,424 954 1,693 1,251 1,798»

t. Figures, which reﬁresent gross proceeds of issues maturing in more than one

X ¢ United States, are principal amount or number of units
multiplied by offering price. Excludes offerings of less than $100,000, secondary
offerings, undefined or exempted issues as defined in the Securities Act of 1933,
employee stock plans, investment companies other than closed-end, intracorpo-

year, sold for cash in t|

rate transactions, and sales to foreigners.

2. Monthly data include only public offerings.
3. Beginni

in August 1981, gross stock offerings include new equity volume

from swaps of debt for equity.
SOURCE. Securities and Exchange Commission and the Board of Governors of
the Federal Reserve System.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position
Millions of dollars
1984 1985
ktem 1983 19847
Dec Jan. Feb. Mar, Apr. May June’ July
INVESTMENT COMPANIES!

| Salesofownshares?.....................cc....s 84,345 107,484 10,006 19,152 14,786 14,582 18,049 16,408 18,191 20,285
2 mptions of own shares? , 57,100 77,027 8,948 9,183 8,005 9,412 13,500 10,069 9,836 11,502
3 Netsales ......oooooiiiiiiiiiiiinniiiinninnss 27,245 30,457 1,058 9,969 6,781 5,170 4,549 6,339 8,355 8,783
4 ASSCIEd ... 113,59 | 137,126 137,126 151,534 154,707| 157,065 164,087 | 178,275| 186,284 195,707
5 . 8,343 11,978 11,978 13,114 14,567 13,082 15,444 15,017 15,565 17,079
6 105,256 | 125,148 125,148| 138,420] 140,140] 143,983} 148,643 | 163,258 170,719 178,628

. Excluding money market funds.
2 Includes reinvestment of in dividends. Exclud T

ment of capitai gains distributions and share issue of conversions from onefund to
nnolh'err in the same group.

ano‘ther in the same grou
4. Market value at cndp of penod less current liabilities.

T g from conversions from one fund to

5. Also includes all U.S. government securities and other short—term debt
securities.

NoTE. In t data based on reports of members, which
comprise subsmntmlly all open —end investment companies registered with the
Securities and Exchange Commission. Data reflect newly formed companies after
their initial offering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1983 1984 1985
Account 1982 1983 1984
Q3 Q4 Qi Q2 Q3 Q4 Ql Qr

1 Corporate profits with inventory valuation and

capital consumption adjustment .............. 159.1 225.2 285.7 245.0 260.0 277.4 291.1 282.8 291.6 292.3 298.5
2 Profits before tax...............coovueinnnn., 165.5 203.2 235.7 274 225.5 243.3 246.0 2248 228.7 222.3 221.0
3 Profits tax liability. ..................00 0 60.7 75.8 89.8 84.7 84.5 9.7 95.8 83.1 87.7 85. 83.6
4 Profits aftertax .................ooiinal 104.8 127.4 145.9 142.6 1411 150.6 150.2 141.7 141.0 137.0 1374
] Dividends ............coociiiiiiiiiin, 69.2 72. 80.5 733 75.4 71.7 79.9 81.3 83.1 84.5 85.6
6 Undistributed profits. . ...l 35.6 54.5 65.3 69.3 65.6 729 70.2 0.3 58.0 52.5 518
7 Inventory valuation .............ccooviiiiiinn, -95 7 -11.2 -56 | ~19.3 -921] -i3.5 -7.3 -2 ~1.6 9 2.5
8 Capital consumption adjustment ................. 31 33.2 55.7 36.9 43.6 47.6 523 58.3 64.5 69.1 75.0

Source. Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities
Billions of dollars, except for ratio

1984 1985
Account 1979 1980 1981 1982 1983
Qi Q Q3 Q4 Q1
1 CUrTent assets. .. .........oovnivnvniinannonnsnns 1,2148 | 1,327.0| 14184 14327 1,557.3] 1,599.6] 1,630.1{ 1,666.1| 1,682.0| 1,694.2

2 Cash
3 U.S. government securities.
4 Notes and accounts receivabl
S Inventories ..

118.0 126.9 135.5 147.0 165.8 159.0 154.7 150.0 160.9 153.8

16.7 18.7 17.6 2.8 30.6 35.0 36.9 33.2 36.6 35.3
459.0 506.8 5320 519.2 577.8 599.7 615.4 630.6 622.3 634.8
505.1 542.8 583.7 578.6 599.3 619.6 629.8 656.9 655.6 664.6

6 Other...... 116.0 131.8 149.5 165.2 183.7 186.3 193.4 195.4 206.6 205.7
7 Current Habilitles. . ...................covivnens 807.3 889.3 970.0 976.8| 1,043.0{ 1,077.0] 1,111.9| 1,142.2| 1,150.7 1,159.1
8 Notes and accounts payable ............c..vvnnn, 460.8 513.6 546.3 543.0 577.8 584.0 605.1 623.9 627.4 614.7
L 20 T 346.5 3757 423.7 4138 465.3 493.0 506.9 518.2 $23.3 544.4
10 Net working capital . ............coovivnvivnnnne 407.8 437.8 4484 4559 514.3 2.6 $18.1 523.9 5313 535.1
11 MEMO: Current ratiol. ........ovvvunnviiennnnnns 1.505 1.492 1.462 1.467 1.493 1.485 1.466 1.459 1.462 1.462
Ratio of total current assets to total current liabilities. Statistics, Board of Governors of the Federal Reserve System, Washington, D.C.
Non For a descn}auon of this series, see Workmg Capital of Nonfinancial 20551,
Corporations’’ in the July 1978 BULLETIN, pp. 533-37. SOURCE. Federal Trade Commission and Bureau of the Census.

data in this table refiect the most current benchmarks. Complete data are
available upon request from the Flow of Funds Section, Division of Research and

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at seasonally adjusted annual rates,

19847 1985
Industry 1983 19847 19854
Q1 Q Q3 Q4 Q1 Qr Qi Q4!
| Total nonfarm business................ 304.78| 354.44| 383981 337.95| 349.97| 361.48| 368.29 37116 387.83| 389.54| 387.40
Manufacturing
2 Durable goods industries .............. 53.08 66.24 73.58 61.23 64.03 68,26 71.43 69.87 73.96 75.81 74.68
3 Nondurable goods industries........... 63.12 72.58 79.86 68.68 71.93 74.18 75.53 75.78 80.36 82.02 81.30
Nonmanufacturing
AMINNG.....covviiiiii 15.19 16.86 16.08 17.24 16.38 16.82 17.00 15.66 16,51 16.32 15.80
4.88 6.79 7.24 6.06 7.34 7.31 6.44 6.02 7.48 8.06 7.43
6 4.36 3.56 4.28 3.35 3.53 372 3.65 4.20 3.66 4.86 4.39
7 _ Other 4.72 6.17 6.05 5.87 6.14 6.47 6.18 6.01 6.37 6.09 5.74
Public uulmes
8 Electric .....ooonvviniiiiiiiniinns 37.27 37.03 35.53 38.27 37,79 36.63 35.40 36.65 36.04 35.29 34.13
9 Gasapdother.................c.vu0 1.70 10.44 12.56 8.81 10.16 11.28 11.52 11.81 12,43 13.11 12.87
10 Commercial and other?................ 114.45 134.75 148.81 128,42 132.67 136.80 141.13| 145.717 151.02 148.00 151.05
ATrade and services are no longer being reported separately. They are included 2. “'Other"* consists of construction; wholesale and retail trade; finance and
in Commercial and other, line 10. insurance; personal and business services; and communication.

1. Anticipated by business. SOURCE. Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities A

Billions of dollars, end of period

1983 1984 1985
Account 1980 1981 1982
Q4 Qi V2] Q3 Q4 Q1 Q2
ASSETS
Accounts recelvable gross
1 Consumer 63.2 72.4 78.1 87.4 87.4 90.5 95.6 96.7 99.1 106.0
2 Business 90.3 100.3 101.4 113.4 120.5 124.4 124.5 135.2 142.1 144.6
3 13.8 17.9 20.2 2.5 22.2 23.0 25.2 26.3 27.2 28.4
4 167.3 190.5 199.7 223.4 230.1 238.0 2453 258.3 268.5 279.0
Less: K
S Reserves for unearned income ................... 2.6 30.0 319 33.0 2.8 339 36.0 36.5 36.6 38.6
6 Reservesforlosses...........oooiivennienn s 28 32 3.5 4.0 4.1 4.4 43 4.4 49 48
7 Accaums receivable, REL.... ..ol 140.9 157.3 164.3 186.4 193.2 199.6 205.0 2173 7.0 235.6
8 ATOther....ovove e iiiiiriiiie i eariieennes 23.1 27.1 30.7 34.0 357 35.8 36.4 354 35.9 39.5
O Totalassets.........c.covvvvvnvninnineieianons 164.0 184.4 195.0 2204 228.9 235.4 413 252.7 %29 278.2
LIABILITIES
10 Bankloans . ........coovviiiiiiiiiii e 14.3 16.1 18.3 18.7 16.2 18.3 19.7 213 19.8 18.5
i 47.7 57.2 5Lt 59.7 64.8 68.5 65.8 72.5 79.1 8.6
10.4 1.3 12.7 13.9 14.1 15.5 16.1 16.2 16.8 16.6
S2.4 56.0 64.4 68.1 70.3 6.7 738 772 78.3 85.7
15.9 18.5 212 30.1 324 2.1 32.6 33.1 35.4 36.9
33 253 274 29.8 311 31.4 323 323 335 34.8
164.0 1844 195.0 2204 2289 2354 413 252.7 262.9 275.2

A Finance ‘company asset and liability data have been revised from June 1980
forward. Revised quarterly data will appear in the Board's forthcoming Annual
Statisticat Digest.

Note. Components may not add to totals due to rou,

These data also appear in the Board's G.20 (422) rcleasc For address, see

inside front cover.

1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
receivable
receivable
Type outstanding 1985 1985 1985
July 3|
May June July May June July May June July
T A 143,942 692 sa8 580) 26,710| 25,458| 28,791 26,018 24,947] 25,211
Retail ﬁmmcmg of instaliment ules
2 jal vehicles) .............. ..l 12,895 354 146 366 1,135 948 1,170 781 802 804
3 Buamcss, ustml and farm eqmpmcnt 20,520 4 n -38 1,238 1,347 1,240 1,234 1,276 1,278
in
4 Automouvo s 19,577 -462 422 -997 9,493 9,083 8,497 9,955 8,631 9,454
s Eﬂmpmem 4,583 34 -160 83 588 439 638 554 599 555
6 othel' s -249 126 30 1,569 1,517 1,576 1,818 1,391 1,606
7 Autonmwe 15,228 363 295 251 1,034 829 1,000 671 534 839
8 Equipment.................. . 37,477 141 -174 584 992 1,345 1,223 851 1,519 639
9 Loans on commercial acconnts receivable and factored com-
reial accounts receivable ........ ... ... 15,591 43| -268 2071 9,396 89177 9201 9,153 9,185| 8,99
10 Alt other business credit .. ... ol it i 11,281 264 50 154 1,265 1,060 1,156 00t 1,010 1,002

1. Not seasonally adjusted.

NoTte. These data also appear in the Board’s G.20 (422) release. For address,

see inside front cover.
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1.53 MORTGAGE MARKETS
Millions of dollars; exceptions noted.

1985
Item 1982 1983 1984
Feb. Mar, Apr. May June July Aug,
Terms and yields in primary and secondary markets
PRIMARY MARKETS
gonvelftlonll mortgages on new homes
‘erms

1 Purchase grice (thousands of dollars) ............. 94.6 2.8 96.8 101.8 91.3 101.4 106.4 102.4 119.2 104.4

2 t of loan (th ds of dollars) . ........... 69.8 69.5 73.7 76.5 69.9 76.9 78.4 79.7 89.47 4.4

3 Loan/price ratlo (percent) . .........ocovvieenne, 76.6 77.1 78.7 71.6 79.8 78.9 76.1 79.9 77.5¢ 74.6

4 Maturity (YEArs). ., cvvvvvsesrnovenanorsoisacns 27.6 26.7 27.8 28,1 27.2 274 26.8 277 27.5 24,5

S Fees and charges (percent of loan amount)? ....... 2.95 2.40 2.64 2.58 2.65 2.68 2.49 2.40 2.4 2.46

6 Contract rate (percent per anaum), . .............. 14.47 12.20 11.87 11.74 11.42 11.55 11.55 11.31 10.947 10.78

Yield (percent fer annum)
7 FHLB% BOTIESY ...\ttt e 15.12 12.66 12,37 12.21 11.92 12.08 12.01 11.75 11.347 11,24
8 HUDseriesh. ...........covvviiiiiiiniiinainnns 15.79 13.43 13.80 13.06 13.26 13.01 12.49 12.06 12.09 12.06
SECONDARY MARKETS
Yield (percent per annum)
9 FHA mortgages (HUD series). ... 15.30 13.11 13.81 13,27 13.43 12,97 12.28 11.89 12.12 n.a,
10 GNMA securitiesS. . .......... 14.68 12.25 13.13 12.23 12.68 1231 11.93 11.54 11.48 11.24
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Morigage holdings (end of period)

g 7. 66,031 74,847 83,339 90,369 91,975 92,765 93,610 94,777 95,634 96,324
12 FHA/VA-insured. 39,718 37,393 35,148 34,553 34,585 34,516 34,428 34,307 34,276 34,177
13 Conventional ...........o.ccvveiinnviniieines 26,3121 37454 | 48,19 55,816 57,391 58,250 59,182| 60,470 61,359 62,147

Mortgage transactions (during period)
14 Purchases ...........ccciiivineniveneneneniannes 15,116 17,554 16,72} 1,559 2,256 1,513 1,703 1,904 1,918 1,921
15 8ales ..ooiviiiiiiin i e e 2 3,528 978 0 100 (1] 0 0 251 230
Mortgage commitments’
16 Contracted (during period) .........covvviininne 22,105 18,607 21,007 1,895 1,636 1,921 2,074 1,593 1,583 1,797
17 Outstanding (end of period) ..............co0iut 606 5,461 6,384 665 5,019 5,361 5,589 5,062 4,517 4,245
FEDERAL HOME LOAN MORTGAGE CORPORATION
Mortgage holdings (end of period)®

8 Total .... . 5,131 5,996 9,283 11,118 11,549 11,615 11,879 12,576 12,844 n.a.
19 FHA/VA 1,027 974 910 859 854 850 843 838 842 n.a.
20 Convention 4,102 5,022 8,373 10,259 10,694 10,765 11,036 11,738 12,002 n.a.

Mortgage transactions (during period)
21 Purchases ..........ocvvniivniiininiiiiiaiienns 23,673 23,089 | 21.886 3,247 3,232 2,201 3,591 4,106 4,626 n.a.
22 88l68 ... e e 24,170 19,686 18,506 2,428 2,751 1,973 3,189 3,292 4,200 n.a.
Mortgage commitments®
23 Contracted (during })enod) ...................... 28,1791 32,852 32,603 3,622 3,453 4,141 3,701 5,172 3,259 n.a.
24 Outstanding (end of period) .........covvvivunenn 7,549 16,964 13,318 30,135 30,436 n.a. n.a. n.a. n.a. n.a.

1. Weighted averages based on sample surveys of mo:;tP es originated bz

major institutional lender groups; compiled by the Federal Home Loan Banl
in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and ‘“‘points™ paid (by the
borrower or the seller) to obtain a loan. .

3. Average cffective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4. Average contract rates on new commitments for conventional first mort-

s; from Department of Housing and Urban Development.

6. Average net yields to investors on Government National Mortgage Associa-

tion guaranteed, mortgage-backed, full}/

ing prepayment in 12 years on pools of 30-year FHA/VA mongages can;y

Wevaihng ceiling rate. Monthly figures are averages of Friday figures
all Street Jousnal.

modified pass-through securities, assum-
ing the
rom the

7. Includes some mulifamily and nonprofit hospital loan commitments in
addition to 1- t0 4-family loan commitments accepted in FNMA'’s free market

auction system, and through the FNMA-GNMA tandem plans.
g. !nc!ugles participation as well as whole loans.

. Average gross yields on 30-year, minimum-downpayment, Federal H
Administration-insured first mortgages for immediate delivery in the private
secondary market. Any gaps in data are due to periods of adjustment to changes in
maximum permissible contract rates.

| and government-underwritten loans. FHLMC's mort-

gaie commitments and mortgage transactions include activity under morigage/
securities swap programs, while the corresponding data for FNMA exclude swap

activity.



1.54 MORTGAGE DEBT OUTSTANDING
Millions of dollars, end of period

Real Estate A39

1984 1985
Type of holder, and type of property 1982 1983 1984
Q Q Q4 Q Q
1A bBolders ..ot ,631,28% | 1,811,448 2,028,38% | 1,919,082" | 1,975,197"1 2,028,38¥ 2,072,67¥| 2,127,879
2 1- to 4-famil 1,074,670 ] 1,192,840r1 1,331,582r | 1,263,204 | 1,298,5837] 1,331,582"| 1,363,64% | 1,402,596
3 Multifamily 145,767 156,738 171418 | 165,088 167,4397]  171,418"] 175,047 179,369
4 Commercial 300,799 349,195 407,533 376,617 394,144 407,533 419, 431,891
SR ... e e 110,047 112,672 114,850 114,1417 115,031 114,850 114,169 114,023
6 Major financial lnsmutlons ..... 1,021,327 1 1,108,249 | 1,241,682 | 1,177,662 | 1,215,160 { 1,241,682 | 1,263,656 1,292,487
7 Commercial banks! 301,272 330,521 ,681 352,258 156 74,681 383,444 395,755
8 {- to 4-family 173,804 182,514 196,070 190,185 193,090 196,070 198,912 203,299
9 Multifamily . 16,480 18,410 21,432 20,501 20,083 21,432 21,974 22,716
10 Commercial 102,553 120,210 146,650 131,533 139,742 146,650 152,242 159,094
i Farm ... L4358 9,387 10,529 10,039 10,241 10,529 10,316 10,646
12 Mutual savings banks 94,452 131,940 154,441 143,387 146,073 154,441 161,992 165,684
13 I- to 4-famil 64,488 93,649 109,890 102,122 !03 824 109,890 114,735 118,190
4 14,780 17,247 19,385 18,227 ,580 19,385 20,081 20,575
13 15,156 21,016 25,136 23,009 23 639 25,136 27,146 26,888
16 28 28 30 29 30 30 30 31
17 483,614 494,789 555,277 528,172 550,129 555,277 559,263 569,292
18 393,323 390,883 431,450 414,087 429,101 431,450 433,429 441,201
19 38,979 42,552 48,309 45,951 47,861 48, 48,936 49,813
20 51,312 61,354 75,518 68,134 73,167 75,518 76,898 78,278
21 Life insurance companies .............. e 141,989 150,999 157,283 153,845 155,802 157,283 158,957 161,756
2 1- 10 4-fami ﬂy ....................................... 16,751 15,319 14,180 14,437 14,204 14,180 13,918 14,009
23 Multifamily . . 18,856 19,107 19.017 19,028 18,828 19,017 19,07t 19,328
24 Commercial 93,547 103,831 111,642 107,7% 110,149 111,642 113,823 116,493
25 Farm . ... e 12,835 12,742 12,444 12,584 12,621 12,444 12,145 11,926
26 Federal and reldted agencies ................cooiiiniene 138,741 148,328 158,993 153,897 154,768 158,993 163,547 166,504
27 Government National Mortgage Association.............. 4,22 ,39: 2,301 2,71 2,389 2,301 1,964 1,828
28 1- to bfnmnly 630 58S 605 594 585 376 564
29 Multifamily. . 3,551 2,765 1,716 2,110 1,798 1,716 1,388 1,261
30 Farmers Home Administration 1,786 2,141 1,276 1,344 738 1,276 1,062 790
3t I- to 4-tamrly 783 1,159 213 281 206 213 156 223
k7] Mutltifamily. . 218 173 19 463 126 119 82 136
3 Commercial ..................... m 409 497 81 113 497 21 163
34 Farm .................00 P N 408 400 447 519 293 447 403 268
35  Federal Housing and Veterans
Administration 5228 4,894 4,816 4,753 4,749 4,816 4,878 4,882
36 1- to 4 famﬂy 1,980 1,893 2,048 1,894 1,982 2,048 2,181 2,205
37 Multifamily ... 3,248 3,001 2,768 2,859 2,767 2,768 2,697 2,677
38  Federal National Mortgage Association.................. 71,814 78,256 87,940 83,243 84,850 87,940 91,975 94,777
39 1- to 4—fauuly 66,500 73,045 82,173 77,633 79.175 82,175 86,129 88,788
40 Multifamily. . 5314 5,21 5.765 5,610 5,675 5,765 5,846 5,989
41 Federal Land Banks 50,933 52,010 52,261 52,364 52,595 52,261 52,120 51,654
42 - to 4-family . 130 3,081 3,074 3,061 3,068 3,074 3,080 3,053
43 F ........ 47,823 48,929 49,187 49,303 49,527 49,187 49,040 48,60
44  Federal Home Loan Mortgage Corporation. .............. 4,733 7,632 10,399 9,478 9.447 10,399 11,548 12,576
45 1- to 4-fami1y 4,686 7. 559 9,684 8,931 8,841 9,654 10,642 11,288
46 Multifamily .. 47 745 547 606 745 1,288
47 Mortgage pools or tmlu2 ...... 216,654 285,073 332,087 305,051 317,548 332,057 347,793 365,748
48  Government N 1 Mo 118,940 159,850 179,981 170,893 175,770 179,981 185,954 192,925
49 I-to 4-f&mily 116,038 155,950 175,589 166,723 171,481 175,589 181,419 188,228
50 Multifemily . . 2,902 3,900 4,392 4,170 4,289 4,392 4,535 4,697
51 Federal Home Loan Mortgage Corpomnon 42,964 57,895 70,822 61,267 63,964 70,822 76,159 83,327
52 1- to 4-family 42,560 572013 70,253 60,636 63,352 70,253 75,781 2,369
53 Multifamily ., 404 622 569 631 612 569 978 958
54 Federal Nauonal Mortgage Association’ 14,450 25,121 36,215 29,256 32,888 36,218 39,370 42,755
55 todfamily...... ... 14,450 25,121 35,965 29,256 32,730 35,965 38,772 41,985
56 Mumflnuly n.a, n.a. 250 na. 158 250 598 770
57 Farmers Home Administration 40,300 42,207 45,039 43,635 44,926 45,039 45,710 46,741
58 i- to 4 y 20,005 20,404 21,813 21,331 21,598 21,813 1,928 21,962
59 Muitifamily 4,344 5,090 5,841 5,081 5,618 5,841 6,041 6,377
60 mercial 7,011 7,351 7,559 7.764 7.844 7,559 7.681 8,014
61 Farm .... 8, 9,362 9,826 9,459 9,869 9,826 10,060 10,388
62 Individual and others* 254,5617  269,7957 292,651" | 282,472'| 287, 72¥| 292,65111 297,677 303,140
63 I-to 4-family’ . 155,496 164,360 178,623 | 172,054’ | 175,340/  178,6237f  181,9907 185,232
64  Multifamily. 36,6447 38,587 41,110 39,910 40,4417 41,110 41,914 42,784
65 Commercul 30,843 35,024 40,531 38,300 39,490 40,331 41,598 42,961
66 Farm........oooiiiiiiiiiiiiiii i s 31,578 31,84 32387 32,208 32,4507 32,387 2.5 32,163
1. Includes loans held by d it trust p but not bank trust 3. Includi ial mortgage credit provided by individuals.
departments. NOTE, Based on data from various institutional and governmental sources, with
Outslandmg principal balances of mortgages backing securities insured or some gquarters estimated in part hy the Federal Reserve in conjunction with the

mncy indicated.
3 Outstandmg nces on FNMA's issues of securities backed b{epools of
convenuone] mof es held in trust, Implemented by FNMA in October 1981.
4. Other holders include mortgage companies, real estate investment trusts,
sute and local credit agencies, state a tocal retirement funds, noninsured
nsion funds, credit unions, and U.S, agencies for which amounts are small or
for which separate data are not readily available,

Federal Home Loan Bank Board and the Department of Commerce. Sepnrauon of
nonfarm mortgage debt by type of property, if not reported dlrectlt
interpolations and extrapolations when required, are estimated mainly by the
Federal Reserve. Multifamily debt refers to loans on structures of five or more
Units.
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1.55 CONSUMER INSTALLMENT CREDIT! Total Outstanding, and Net Change

Millions of dollars

1984 1985
Holder, and type of credit 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May June July
Amounts outstanding (end of period)
J I T 383,701 | 460,500 | 447,783 | 460,500 | 461,530 | 463,628 | 471,567 | 479,938 | 488,666 | 498,813 | 503,834
gy mqjor holder

2 Commercial banks................... 171,978 | 212,391 | 206,635 | 212,391 | 213,951 { 215,778 | 219,970 | 223,850 | 226,973 | 229,676 [ 232,913
3 Finance companies .................. 87429 | 96,747 | 95,753 96,747 96,732 | 97,360 | 99,133 { 101,324 | 104,130 | 105,971 107,985
4 Creditunions ..........c...oovuvnins 53,471 67,858 | 66,528 | 67,858 68,3538 | 68,939 | 704321 71418 72,381 | 73,468 74,614
S Retailers?. ..........oooviiiiniiians 37470 | 40913 37,124 | 40,913 38,978 | 37,483 37,082 37,091 37472 ] 37,548 37,399
6 Savingsand loans ................... 23,108 | 29,945 29,358 | 29,945 30,520 | 31,405 | 32,349 | 33.514 | 34,754 | 35,901 37,300
7 Gasoline companies ................. 4,131 4,315 4,217 4,315 4,329 4,012 3,820 3,834 3,918 4,075 4,316
8 Mutual savingsbanks................ 6,114 8,331 ,168 8,331 8,482 8,651 ,781 904 9,038 9,174 9,306

By major type of credit
9 Automobile.......................0 143,114 | 172,589 | 170,731 | 172,589 | 173,769 | 175,491 | 179,661 | 183,558 | 187,795 | 191,315 | 194,678
10 Commercial banks................. 67,557 | 85,501 84,326 | 85,501 86,223 87,333 | 89,257 | 90,915 92,403 | 94,099 5,76
1Y Creditunions ..................... 25,574 1 32,456 | 31,820 | 32,456 32,781 32,973 | 33,687 34,159 34,620 | 35,139 35,687
12 Finance companies ................ 49,983 54,632 54,585 54,632 54,765 55,185 56,17 58,484 60,772 62,077 63,228
13 Revolving .. 81,977 | 101,555 93,944 | 101,555 | 100,565 99,316 | 100,434 | 101,887 [ 103,492 | 104,333 | 105,539
14 Commercial 44,184 | 60,549 | 36,641 60,549 61,445 | 61978 | 63,684 | 65127 1 66311 ] 66,956 68,093
15 Retailers .. 33,662 36,691 33,086 | 36,691 34,791 33,326 | 32,930 | 32926 | 33,263 | 33,302 33,130
16  Gasoline companies 4,131 4,315 4,217 4,315 4,329 4,012 3,820 3,834 3,918 075 4,316
17 Mobile home .............c.ooenne 23,862 | 24,556 | 24,439 24,556 24,281 24,379 | 24,456 | 24,675 24,925 | 25,2057 25,545
Commercial banks................. i 9,610 9,613 9,610 9,498 9,456 9,425 9,432 9,445 9,480" 9,493
19  Finance companies ................ 9,547 9,243 9,235 9,243 9,053 9,044 8,981 ,992 9,016 9,061 9,146
20 Savingsandfoans ................. 3,906 4,985 4,887 4,985 5,005 5,150 5,305 5,49 5,699 5.887 6,117
2] Creditunions ..................... 567 718 704 718 728 729 745 755 765 777 789
22 0ther.....covvivisiniinincnneines 134,748 | 161,800 | 158,669 | 161,800 162,915 | 164,442 | 167,016 | 169,815 | 172,454 . 178,072
23 Commercial banks,................ ,395 56,731 56,055 56,731 56,785 1 57,011 57,604 | 58,376 | 58,814 | 59,141 59,564
24 Finance companies ................ 27,899 | 32,872 31,933 32,872 32914 { 33,131 33,435 33,848 34,342 | 34,833 35,611
25 Creditunions ..................00n 27,330 | 34,684 | 34,004 4,684 35,032 5,237 36,000 | 36,504 36,996 | 37,552 38,138
26 Retailers ... 3,808 4,222 4,038 4,222 4,187 4,157 4,152 4,165 4,2 4,246 4,269
27 Savingsandloans................. 19,202 960 | 24,471 960 25515 1 26,2551 27044} 280181 29,055 | 30,014 31,184
28 Mutual savings banks.............. 6,114 8,331 ,1 8,331 8,482 8,651 8,781 ,904 9,038 9,17 ,306

Net change (during period)
29Total,...covviieiii s 448,742 | 76,799 6,080 6,819 7,223 9,041 8,342 8,270 9,042 5,227 6,247
By major holder

30 Commercial banks................... 19,488 | 40,413 2,483 3,028 3,799 5,071 4,847 3,853 4,108 1,690 1,824
31 Finance companie: 18,572 18,636 778 1,196 901 1,203 2,048 1,885 2,373 1,218 1,629
32 Credit unions .. 6,218 14,387 1,731 1,336 1,290 1,423 797 1.215 673 797 1,149
33 Retailers?. .. ... 075 443 278 389 251 269 91 168 341 -3 112
34 Savingsand loans ................... 7,285 6,837 546 576 922 997 715 1,063 1,327 1,417 1,338
35 Gasoline companies ................. 68 184 86 117 -91 -102 ~142 —45 59 -51 21
36 Mutual savings banks................ 1,322 2,217 178 177 151 180 -14 131 161 187 174

By major type of credit
37 Automobile,.............oi 16,856 | 29,475 2,549 2,687 2,887 3,198 3,391 3,488 3,792 2,686 2,365
38 Commercial banks ,002 17,944 1,019 1,275 1,616 790 1,767 1546 1,589 1,488 1,025
39 Creditunions ........c..oovvvnnn 2,978 6,882 828 640 598 696 381 0 25 380 550
40  Finance companies ................ 11,752 9,298 702 72 673 712 1,243 1,362 1,878 818 790
4] Revolving .,.......oovvvivivnninnis 12,353 19,578 1,614 1,445 1,957 2,527 2,631 2,126 2,429 =73 856
42  Commercial banks................. 518 16,363 28 001 809 2,429 2,698 ,003 ,095 2 733
43  Retailers ..., 4,767 ,029 239 327 239 200 75 168 275 —64 102
44  Gasoline companies ............... 68 184 86 n7 -9 -102 -142 —45 59 -51 21
45 Mobilehome .................ol 1,452 694 -91 117 -159 282 -1l 218 186 196 324
46 Commercial banks. ................ 237 -232 -1 29 -89 41 -~50 19 -21 -3 -22
47  Finance companies . 776 -608 ~-1% -13 —-144 N -63 13 -19 1 74
48  Savings and loans .. 763 1,079 84 88 60 192 9 175 219 217 261
49  Credit unions .. 64 151 18 13 14 16 10 1t 7 9 11
50 Other............. 18,081 27,052 2,008 2,570 2,538 3,034 2,331 2,438 2,635 2,418" 2,702
51 Commercial banks 131 6,3 176 723 46. 811 432 285 44 191" 88
52 Finance companies . 6,044 9,946 268 437 3n2 458 368 510 514 399 768
53  Credit unions ........ 3,176 7,354 885 683 678 711 406 624 341 408 588
54 Retailers ...................0... 308 414 39 62 12 69 16 0 66 33 10
55 Savingsandloans ................. 6,522 5,758 462 488 862 805 623 888 1,108 1,200 1,077
56 Mutual savings banks.............. 1,322 2,217 178 177 151 180 ~14 13 161 187 174
1. The Board's series cover most short- and intermediate-term credit extended Note, Total install credit ding—credit scheduled to

to individuals through regular business channels, usually to finance the purchase
of consumer goods and services or to refinance debts incurred for such purposes,
and scheduled to be repaid (or with the option of repayment) in two or more

instaliments.

2. Includes auto dealers and excludes 30-day charge credit held by travel and

entertainment companies,

be repaid in a lump sum, including single-payment loans, charge accounts, and
service credit—amounted to, not seasonally adjusted, $85.9 billion at the end of

1982, $96.9 billion at the end of 1983, and

116.6 billion at the end of 1984,

These data also appear in the Board's G.19 (421) release. For address, see

inside front cover.



Consumer Installment Credit A4l

1.56 TERMS OF CONSUMER INSTALLMENT CREDIT
Percent unless noted otherwise

1985
Item 1982 1983 1984
Jan. Feb. Mar, Apr. May June July
INTEREST RATES
Commercial banks!
1 d48-monthnmewcar? ................... ceen 16.82 13.92 13.71 n.a. 13.37 n.a. n.a. 13.16 n.a. n.a.
2 24-month personal....., . 18.64 16.50 16.47 n.a. 16.21 n.a. n.a. 16.09 n.a. n.a.
3 120-month mobile home? .. 18.05 16.08 15.58 n.a. 15.42 n.a. n.a. 15.03 n.a, n.a.
4 Creditcard.........ooooviiviiiiiiiiiinii 18.51 18.78 18.77 n.a. 18.85 n.a. n.a. 18.74 n.a. n.a.
Auto finance companies
S NEWCAI L. vviiiiiii i iieiiiaenirans 16.15 12.58 14.62 15.11 13.78 12.63 11.92 11.87 12.06 12.46
6 UsedCBI....o.ouviviiiiiiiiiiiinianinees 20.75 18.74 17.85 17.88 17.91 17.78 17.78 17.84 1.7 17.49
OtHeR TERMS?
Maturity (months)
T NeWCAr ....oovtiiiiiiiiiiiiiii i 45.9 45.9 48.3 50.7 514 52.2 51.5 50.9 513 51.7
8 Usedear...........oceviiiiiiiveniiiininin 7.0 379 39.7 41.3 41.1 413 413 41.4 413 41.5
Loan-to-value ratio
L T 85 86 88 90 90 9l 91 91 91 91
10 Usedear.............cviviiiiiiiiiinnnnnens 20 /] 7] 93 9 93 9 94 94 95
Amount financed (dollars)
11 Newcear .. ..ot 8,178 8,787 9,333 9,654 9,19 9,232 9,305 9,775 9,965 10,355
12 Usedear.....oviiiiniiiiiiiniieisanninananns 4,746 5,033 5,691 5,951 5,968 5976 6,043 6,117 6,116 6,146
1, Data for midmonth of quarter only. . 3. At auto finance companics.
2. Before 1983 the maturity for new car loans was 36 months, and for mobile No7E, These data also appear in the Board's G.19 (421) release. For address,

home loans was 84 months. see inside front cover.
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1.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-yearly data are at seasonally adjusted annual rates.

19827 19837 1984 1985
Transaction category, sector 1 1982 1984~
H2 H1 H2 H1 H2 Hi
onfinancial sectors
1 Totsl net borrowing by domestic nonfinancial sectors . . .. 398.3 755.6( 442.1| 508.8{ 569.0 704.0( 807.3| 708.4
‘l? sector and instrument -
2 U.S.government.,.......oviiiiiiiiiiiiiiiiiens 161.3 198.8 | 2184 222.0{ ISL.1| 172.7| 224.9] 1823
3 Treasury SECUrities ..........ovvvvervaerinirennnns 162.1 199.0] 2188} 2221 1512 172.9] 225.0( 1824
4 Agency issues and mOrtgages. ...........o.o0iui.ans -9 -2 -4 —.1 —-.1 -2 -1 -.1
S Private domestic nonfinancial sectors................. . 2 5 237.0 556.8 | 223.7| 286.7( 4179 $531.3| 5824{ S526.1
6  Debt capital instruments ..............c000i0i 3 . , 153.5 3 3221 167.1} 2254 2727 281.8( 3624 | 344.1
7 Tax-exempt obligations ......................... . . X 48.6 B 65.8 54.6 57.3 57.3 389 92.6 80.5
8 Corporate bonds .............ccvcivenivieniinns . 26.7 . 18.7 60| 423 25.3 214 10.6 4.4 60.2 61.4
9 Mortgages......... 166.2 § 108.5 86.2 X 214.1 87.1] 14671 204.7] 218.5) 209.6] 202.2
10 Home mortgages 121.7 93.8] 7.6 50.4 | 139.2 50.1 96.2| 135.1] 144.8| 133.5] 140.8
11 Multifamily residential ........................ 8.3 74 4.8 5.3 9.4 14.0 5.8 6.3 12.6 6.0 2.0 13.9
12 Commercial .........oooviieiiiiiie e 24.4 19.2 2.2 25.2 47.6| 8.8 27.3 42.3 53.0 55.6 62.0 49.0
13 Farm ..ot e 11.8 9.3 9.9 53 3.0 2.1 39 1.9 4.1 2.0 21 -1S
14  Other debt instruments ................coovivnns 137.5 7451 130.5 836 1033 234.8 56.6 61,3 1452 249.5} 2200 182.0
15 Consumer credit ..........covvvviiiiiininiis 45.4 4.7 22.7 20.1 59.8 96.5 21.7 44.1 755 102.1 9.9 1223
16 Bank loans n.e.c. ......oooviviiiiiiiiiiiiiiian 51.2 37.0| 547 54.1 26.7 79.4 41.9 13.7 39.8 9.2 68.7 16.6
17 Open market PAPEr. ........c.oovvvvvvineiennann. 11.1 5.7 1921 -4.7] -16] 2371 -193] -10.0 6.9 335 3.8 15.6
18 11T 29.7 2.1 339 14.0 18.3 35.2 124 13.6 23.1 23.7 46.7 27.6
19 By borrowing sector,......... 351.3 | 26081 284.2| 237.0| 3523 5568 223.7| 286.7| 417.9} 531.3| 5824 | 526.1
20 State and local governments 17.6 17.2 6.8 25.9 376 450 2.3 36.1 39.2 214 68.6 | 66.6
21 Houscholds 181.0 11791 1192 9041 19041 2495 93,5 156.0| 22481 2482 2507 273.1
2 Farm.... 21.4 14.3 16.4 7.9 4.5 2.9 5.9 1.1 7.8 2.1 3.8 -10.5
23 Nonfarm 353 31.0 38.4 40.9 65.2 71.8 42.1 55.5 75.0 83.0 72.5 69.6
24 Corporate 96.0 80.4 | 1034 7.9 546 181.7 529 38.0 71.1] 176.6 | 186.8| 127.3
25 Foreign net borrowing in United States . .............. 20.2 272 1.2 15.7 18.9 1.7 4.2 15.3 2.5 29| -19.5] -14.2
26 Bonds .......oiiiiiiiiiii i 3.9 .8 5.4 6.7 38 4.1 11.0 4.6 2.9 1.1 7.0 4.8
27 BankloBnS N.€.C. ........oiiiriiiiiiaiiiiis 2.3 1.5 3.7 -6.2 4.9 -7.8 -4.7 1.3 ~1.5 -4.6) —-11.0] -1L.7
28 Openmarkel paper.........covvevvinerneenniaann. 11.2 10.1 13.9 10.7 6.0 1.4 9.0 -4.6 16.5 20.9| ~18.1 ~8.8
29 U.S. governmentloans ............ccovveeneninss 29 4.7 4.2 4.5 43 4.0 6.0 39 4.6 55 2.6 1.5
30 Total domestic plus foreign ...............co00ovnens 4089 | 367.2| 3988 414.0| 557.8| 757.4| 463.3] 524.0) 5915} 7269 | 7878 694.3
Financial sectors
31 Total net borrowing by financisl sectors ............... 824 57.6{ 89.0| 762 85.2| 1303 5.5 66,7 103.7| 119.2| 141.3| 1779
By instrument

k7 LKS. government related ... ........ 00 i i 9 4.8 474 64.9 678 74.9 6.7 66.2 69.4 69.6 80.1) 105.0
3 ﬂ)onsored credit agency securities ..........0u.. s 3 24.4 30.5 14.9 1.4 30.4 751 4.1 6.9 29.9 3L0 26.1
34 onga’e pool securities . ........ooiiiiieeiiin .1 19.2 15.0 49.5 66.4 4.4 62.2 70.3 62.5 39.7 49.2 78.9
35  Loans from U.S. government. . .. 6 1.2 1.9 K3 TOLEE IR RO DR PO P PR I
36 Private financial sectors 4.5 12.8) 416 1.3 4 5541 —~12.2 .5 344 49.6] 612 72.8
37 Corporate bands 78 1.8 3.5 9.7 .6 18.5 11.2 6.4 10.7 12.2 24.7 319

38 Morigages. .. * * * 1 -1 1 * * -.1 - *

39 Bank loans n.e.c. -5 -9 9 1.9 -2 1.0 6] -2.5 2.2 3 1.6 *
40  Open market pape! 18.0 4.8 209 =11 16.0 204 ~14.6 8.7 234 21.3 19.5 29.3
41 B Loans from Federal Home Loan Banks..... 9.2 7.1 16.2 81 -70 157 -9.51 -1 -2.0 159 15.5 11.6

y sector
42 Sponsored credit agencies..........coiiiiiiiinin 24.8 25.6 R4 15.3 1.4 30.4 7.5 -4.1 6.9 29.9 31,0 26.1
43 Mortgage pools . ...........oovinniseiensiiaiiniains 23.1 19.2 15.0 49,5 66.4 44.4 62.2 0.3 62,5 39.7 49.2 78.9
44 Private financial sectors.............coivvivnens . 34.5 128 416 1.3 17.4 554 -12.2 5 344 49.6 61.2 72.8
45 Commercial banks .............ccciviienn 1.6 .5 4 12 35 4.4 L7 8 2 4.8 39 8.2
Bank affiliates .......... ... 6.5 6.9 8.3 1.9 8.6 109| -5.8 6.1 1.1 20.0 1.8 8.2
47  Savings and loan associations 12.6 7.4 15.5 251 -21 2.7 -93] -93 5.2 19.7 25.6 5.6
48  Finance cOMPamies . .......oovveivuresrserne i 15.3 -1 18.2 6.3 1.3 18.1 1.9 3.9 18.8 5.6 30.6 51.6
49 REITs.......cooiiiiiiiiiiiii s -.1 -5 -2 * 3 2 * -3 -2 3 .1 A
All sectors

50 Total nes borrowing. ............covviviiiiniin, 4249 ) 437.8 1 490.2 887.6] 3208 590.7| 698.2) 846.1) 929.2] 872.1
51 U.S. government securities.................. .. 1229 | 133.0| 225.9 273.8 | 2883 | 288.4 | 220.5| 2424 305.1| 287.4
52 State and local obligations................... 303 2.4 48.6 65.8 546| 573 57.3 891 926 80.5
53 Corporate and foreign bonds .......... 29.3 30.7 35.0 648 475 2.5 24.3 37.7 92.0 98.1
34 Morgages,................ 129.3| 1084 86,2 2139 871} 1466 20471 21831 2094 | 202.1
55  Consumer credit . 4.7 2.7 20.1 9.5 21.7 4.1 75.5 1 102.1 90.9 | 1223
56 Bank loans n.e.c. 47.7 59.2 49.9 72.6 37.8 22.5 40.4 85.9 59.3 4.9
57  Open market pa 206 54.0 4.9 4541 ~2501 -59 46.8 75.7 15.2 36.1
58 Otherloans...............cocevnienenins 40.1 56.2 19.7 54.9 8.9 53 25.7 45.1 64.8 40.8

xternal corporate equity funds raised in United States

59 Total new ghave fesues. ...............oovvvivennn, 1.9 83| 618 -1 47.2| $3.4 52.1| -40.8 | -25.% 254
60 Mutualfunds .............c.0oiiiiiiiaons BN 52 18.4 32.8 37.7 24.3 36.8 28.9 39.6 35.7 94.9
61 Alother.............................. 16.8 169 350! -70.8 29 467) 232} -804 -61.2] -69.5
62 Nonfinancial corporations ............. 12.9 11.4 2831 -71.0 158 38.2 18.4 | —84.5| ~69.4 | ~78.7
63 Financial corporations ........ e . 1.8 4,0 2.7 5.1 4.1 2.7 2.6 4.8 53 5.4
64 Foreign shares purchased in United States ........ 2.1 1.5 4.0 1.1 3.0 5.7 2.2 -7 29 38




Flow of Funds AA43
1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS
Billions of dollars, except as noted; half-yearly data are at seasonally adjusted annual rates.
19827 19837 1984r 1985r
Transaction category, or sector 1979 | 1980 | 19817 | 19827 | 1983" | 1984r
H2 Hi H2 HI H2 Hi
1 Total funds ad d In credit kets to ¢ i
nonfinancial sectors ............................ 388.7 | 340.0 | 371.6 | 3983 | 5389 75561 442.1 5088 569.0 | 704.0{ 807.3] 7084
By public :}encl’es and foreign
2 Total net advances .................coovvennennnsn. 75.2 97.1 97.71 1141 117.5] 1422 127.1 120.2 | 114.7 12321 161.2 ] 193.6
3 U.S. government securities ............ -6.3 15.8 17.1 2.7 27.6 36.0 357 40.71 144 29.5 4.5 52.8
4 Residential 2 358 31.7 23.5 61.0 76.1 56.5 74.5 80.2 72.1 s2.8 60.1 86.5
5 FHLB advances to savings and loans 9.2 7.1 16.2 81 =70 1571 -95{ -12.¢{ -20 5.9 15.5 1.6
6  Other loans and securities ........................ 36.5 42.5 40.9 29.5 208 4.1 26.5 .54 302 5.1 43.2 42.7
Total advanced, by sector
U.S. government .............covvevvaniiniannns 19.0 23.7 24.0 15.9 9.7 17.2 17.1 9.1 10.3 7.9 26.5 5.2
8 ﬁronsomd credit agencies .............. o0l 53.4 45.6 48.2 65.5 69.8 73.3 69.1 6861 71.0 73.6 73.01 111.2
9 onetary authorities. ............................ 7.7 4.5 9.2 9.8 10.9 8.4 15.7 15.6 6.2 1.9 4.9 27.9
10 Foreign .....oovivniiii i i i -4.5 23.3 16.2 22.8 271 43.4 253 270 27.2 299 56.9 49.2
Agency and foreign borrowing not in line 1
11 Sponsored credit agencies and mortgage pools ...... 479 44.8 47.4 64.9 67.8 74.9 69.7 66.2( 694 69.6 80.1 105.0
12 Foreign ...ttt i 2.2 7.2 272 157 189 1.7 242 1531 228 229 -19.5) 142
Private domestic funds advanced
13 Total net advances .............coveervunnievnnn., 38161 3149 ) 3485 | 3648 | SO8.1 | 690.0| 4059 | 470.0| 546.1 67331 7068 605.7
14 U.S. government securities ....................... 91.0 | 107.1 | 1159 | 203.1 | 2269 | 237.8 | 252.6 | 247.6 |. 206.1 2130 262.7| 2347
15 State and local obligations . ....................... 30.3 30.3 23.4 48.6 5.3 65.8 54.6 $7.3) 573 38.9 92.6 80.5
16 Corporate and foreignbonds...................... 18.5 19.3 18.8 14.8 14.9 9 29.6 21.4 8.5 i7.7 42.2 33.2
17 Residential mortgages...................o..uuinn, 94.2 69.1 5291 -5.5 489 96.6 | -18.7 224 755 107.9 85.3 68.1
18  Othermortgagesandloans ....................... 156.7 9631 15381 1046 1530 2756 782 1094 196.7 3187 239.5] 2009
19 Less: Federal Home Loan Bank advances.......... 9.2 7.1 6.2 8 =70 157 -95} 121} <20 15.9 15.5 1.6
Private financial intermediation
20 Credit market funds advanced by private financial
BOSHUONE. . . v i 316.4 | 281.3 | 3172 | 287.6 | 3827 | 5853.2| 300.7| 334.6| 430.7 548.1 | 558.3| 465.0
21 Commercialbanking............................. £23.1 ] 100.6 | 1023 ] 107.21 136.1 | 1B1.9} 1143 121.6] 150.6 19601 1679| 1403
22 Savings institutions .............o.iiiiienie. . 56.5 54.5 27.4 314 | 1405 | 1430 376 132.7] 1484 161.5 124.6 78.0
23 Insurance and pension funds...................... 85.6 94.5 97.6 | 1074 94.2 | 123.1( 103.8 83.0 ¢ 1053 111.8¢ 13441 1006
24 Otherfinance ...............cociviiiiiiniiinen, 51.2 3.7 89.9 41.5 11.9 ] 105.1 4.8 -2.7 26.5 7881 1314 1452
25 Sourcesoffunds ......... ... il 316.4 | 2803 | 317.2] 2876 ) 3827} 553.2 ] 300.7 ) 334.6 ] 430.7 548.1 | $58.3 7 465.0
26  Private domestic depositsand RPs................. 13741 1696 | 2119 1744 | 205.2 | 287.7 | 201.7| 194.1 | 2163 277.1 | 298.2| 186.2
27 Credit market borrowing .................co.00.0n 4.5 2.8 41.6 113 17.4 5541 -12.2 S| 344 49.6 61.2 72.8
28 Othersources...............coovevnviiarninnnen, 144.5 98.8 6371 101.8 | 160.0 | 210.1 | 111.2| 1400 180.0 [ 221.3( 198.9( 206.0
29 Foreign funds ... ... 276 | -21.7 -8.71-26.7 2.1 19.0] -25.1 | —-14.2 58.5 27.2 10.9 26.3
30 Treasury balances 4] =261 -1.1 6.1 -53 4.0 14.1 10.1 } -20.8 1.7 6.4 20.1
k)| Insurance and pension reserves ................, 72.9 83.7 90.7 { 103.2 95.1 1 1117 95.3 83.5] 106.8 118.0 1 105.5 93.3
32 Other,met ........ooiiiiiiiiiiii e, 43.6 394 ] -17.2 19.3 48.1 75.4 26.9 60.6 ) 356 74.6 76.2 66.2
Private damestic nonfinancial investors
33 Direct lending in creditmarkets ..................... 99.7 46.5 72.9 88,5 1 14281 192.2 93.01 1359 149.8 174.8 [ 209.6| 2135
34 U.S. government securities ....................... 52.5 24.6 29.3 2.1 8831 1228 28.9 97.5 | 79.1 12831 117.3] 1235
35  State and local obligations ........................ 9.9 7.0 il.l 292 43.5 422 29.7 4721 398 24.3 60.1 41.9
36 Corporate and foreignbonds...................... ~1.4 1 ~-i10 -39 39 -9.2 * 13.8( 145 —-4.0 -84 8.5 13.1
37 Open PRPET ..ottt 86 | -3.1 2.7 -.6 6.5 ~1.01 -4.7 -60| 191 44| -65 11.6
38 L 30.1 29.1 33.7 240 13.7 28.2 25.4 11.8 15.6 26.2 30.3 23.4
39 8it8 8NA CUTTENCY . ... o.vvveienninnernennann, 146.8 | 181.1 | 2219 } 181.6 | 2244 | 292.2 | 211.5| 2159 232.8 288.5 1 296.0 | 203.8
40 UTTEMCY o vt vne et titineneincneanneinaaaonas 8.0 10.3 9.5 9.7 14.3 8.6 12.7 4.8 13.8 15.9 1.4 18.8
4}  Checkable 1 18.3 5.2 18.0 15.4 23.0 214 29.3 49.1 | -3.0 25.0 17.7 17.1
42 Small time and savings accounts .................. $9.3 82.9 47.0 | 138.1 | 2195 1492 193.1{ 2789 Lt 1299 16861 162.5
43  Money market fund shares ....................... 344 292 1 107.5 247 -44.1 47.2 100 —84.01 —4.2 30.2 64.2 4.2
44  Large time deposits. 188 45.8 36.9 =17 -7.5 7571 =313 -610 5.9 8.8 62.7 =23
45  Security RPs........... 6.6 6.5 2.5 38 431 -58 6.6 110} 17.5 33} ~150 4.7
46  Deposits in foreign countri 1.5 1.1 S 2.8 48| -40} -29 7.0 27 -4.5 -36} -1.2
47 Total of credit market instruments, deposits and
CIETEBCY . . o\ ovovieeeriiiananrnneaeronnanasen 246.5 | 2276 | 294.7 | 2701 | 367.2 ] 484.5] 304.5| 38518 382.6 | 4633 %056 4173
48 Public holdings as percent of total ... e 18.4 26.4 24.5 27.6 211 18.8 27.4 22.9 19.4 17.0 20.5 279
49  Private f | intermediation (in p ) F 829 89.3 91.0 78.8 75.3 80.2 74.1 71.21 789 8.4 79.0 76.8
50 Totalforeignfunds .................coiviiiiin, 23.1 1.6 7.6 -39 49.2 62.4 .1 12.8 85.7 57.0 67.8 75.5
Mewmo: Corporate equities not included above
51 Totalnet Issues..................coovvennennannnnns ~4.3 219 | ~3.0 83 67.8 | -33.1 447.2 834 521 | 408 ~25.5 254
52 Mutua! fund shares . A 5.2 6.3 18.4 ns 377 24.3 36.8 28.9 39.6 38.7 9.9
53 Other equities -4.3 168 | -93 16.9 3501| -70.8 29 46,71 232 | -804 | ~61.2] —-69.5
34 Acquisitions by financial institutions ................. 12.9 249 209 37.% $6.4 1.1 63.9 76.2 1 36.5 2.6 19.6 56.9
55 Other net purc 8 e ereeeieieas -17.1 -3.0 | -239 -1.8 11.4 ] -443 | -16.7 7.2 156 | —43.4 | ~45.1 | -31.5
NOTES BY LINE NUMBER. 2. Mainlr ined ings and net I} liabilities.
I. Line  of table 1.58. 33. Line 12 less line 20 plus line 27.
2. Sum of lines 3-6 or 7-10. 34-38. Lines 14-18 less amounts acquired by private finance. Line 38 includes
6. Includes farm and commercial mortgages. mortgages.
11, Credit market funds raised by fedegllfy sponsored credit agencies, and net 40, Mainly an offset to line 9.
issues of federally related mortgage pool securities. 47. Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.
13. Line I less line 2 plus line 11 and [2. Also line 20 Jess line 27 plus line 33, Also 48. Line 2line 1.
sum of lines 28 and 47 less lines 40 and 46. 49. Line 20/line 13,
18, Includes farm and commercial mortgages. 50. Sum of lines 10 and 29,
26. Line 39 less lines 40 and 46, 51, 53. Includes issues by financia) institutions.
27. Excludes equity issues and i shares. Includes line 19. Note. Full statements for sectors and transaction types in flows and in amounts
29. Forelﬁ deposits at commercial banks, bank borrowings from foreign outstanding may be obtained from Flow of Funds Section, Division of Research
branches, and liabilities of foreign banking agencies to foreign affiliates. and Statistics, Board of Governors of the Federal Reserve System, Washington,
30. Demand sits at commercial banks. D.C. 20551.
31. Excludes net investment of these reserves in corporate equities.
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures!
1977 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1984 1985
Measure 1982 1983 1984
Dec. Jan Feb, Mar Apr. May” Juner July” Aug
t Industrial production. .................., 103.1 109.2 121.8 1233 1226 | 1237 1240 124.1 124.1 124.4 124.4 124.0
Market groupings
2 Producls, total ..... 107.8 113.9 127.1 129.8 129.6 129,8 130.3 130.8 131.4 131.7 131.7 1323
3 ,total ...... 109.5 14.7 127.8 130.6 130.4 130.4 130.8 131.3 131.7 131.7 131.7 132.4
4 Consumer goods 101.4 109.3 118.2 119.7 118.8 119.1 119. 119.5 120.0 120.7 120.4 121.3
5 Equipment . 120.2 121.7 140.5 144.9 145.7 145,3 145.4 146.9 147.1 146.4 146 147.1
6 Intermediate . . . 101.7 111.2 124.9 127.3 126.8 127.7 128.6 129.3 130.3 131.8 1319 132.2
TMaterials. .. ....coiiiriiii e 96.7 102.8 114.6 114.6 115.4 1154 1.5 1150 1142 114.5 1143 114.5
Industry groupings
8 Manufacturing ...........coooiviniiiain, 102.2 110.2 123.9 125.8 125.9 125.8 126.3 126.6 126.6 126.7 126.8 127.5
Cn acny utilization (percent)?
anufactUring .. ...ooovvniiniiiiiis 70.3 74.0 80.8 80.9 7 80.4 80.5 80.5 80.3 80.2 80.0 2
10 Industrial mntenals industries. ... ... 7.7 75.3 82.3 813 81.7 81.5 81.4 80.9 80.1 80.2 79.9 79.8
11 Construction contracts (1977 = 100)* ..... 111.0 137.0 149,0 150.0 150.0 145.0 162.0 161.0 162.0 142.0 164.0 163.0

12 Nonagricultural employment, lotal‘
13 Goods-producing, total. .
14 Manufacturing, total ..
15 Manufacturing, product
16 _ Service-producing . .
17 Personal income, total
18 Wages and salary disbursements

anufacturing .........

20 Disposable personal income® 484,

21 Retailsales (1977 = 100)5................ 148 1 162.0 179.0 183.4
Prices’

22 Consumer...........c.oeiiiaeeniiiinn 289.1 298.4 311.1 318.5

23 Producer finished goods............... 280.7 285.2 291.2 292.0

5.7
3344 e 334.8 313.5 3339 3347 334.5 137.1
487.6 71 4813 496,371 504, 5 4921 494 .4 495.3

316.1 317.4 318.8 320.1 321.3 322.3 322.8 323.5
2.1 2926 22.17| 293.1 294.2 293.9 294.8 293.5

1. A major revision of the industrial 5prodm:non index and the capacity
utlhzanon Tates was released in July 1985. See “‘A Revision of the Index of

rial ti ing tables that contain revised indexes
(l977= 100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 will
be shown in the September BULLETIN.

2. Ratios of indexes of prod to of y. Based on data from
Federal Reserve, McGraw-Hill Economlcs Depnnment Dcpanmem of Com-
merce, and other sources.

3. Index of dollar value of total construction contracts, including residential,
nonresldentlal and heavy engineering, from McGraw-Hill Information Systems
Company, F. W. Dodge Division.

4. Based on data in Employment and Earnings (U.S. Department of Labor).
Series covers employees only, excluding personnel in the Armed Forces.

5. Based on data in Survey of Current Business (U.S. Department of Com-

morce).

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal adjustment, as published in Monthly Labor Review.
Seasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, U.S. Department of Labor.

Nore. Basic data (not index numbers) for series mentioned in notes 4, 5, and 6,
and indexes for series mentioned in notes 3 and 7 may also be found in the Survey
of Current Business.

Figures for industrial production for the last two months are preliminary and
estimated, respectively.
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2.11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.
1985
Category 1982 1983 1984
Jan. Feb. Mar. Apr. May” June Juty Aug.
HOUSEHOLD SURVEY DATA
1 Neninstitutional population® ............... 174,450 | 176,414 | 178,602 | 179,600 | 179,742 | 179,891 | 180,024 | 180,171 | 180,322 | 180,492 | 188,6%7
2 Labor force (including Armed Forces)! 112,383 | 113,749 | 115,763 | 117,091 | 117,310 { 117,738 | 117,596 | 117,600 | 117,009 | 117,543 117,551
3 Clglm; labor force................ 110,204 | 111,550 | 113,544 | 114,875 | 115,084 | 115,514 | 115,371 | 115,373 | 114,783 | 115,314 | 115,299
mployment
4 Nonsgricuttural industries? . , 96,125 97,450 | 101,685 | 103,07] | 103,345 ] 103,757 | 103,517 | 103,648 | 103,232 | 103,737 | 104,080
5 fculture................. 3,401 3,383 3,321 . . 362 3,428 3312 3,138 3,126 3,092
nemployment
6 Number ..........occvvnvivninnnn, 10, 678 10,717 8, 539 8,484 8. 399 8. 396 8 426 8,413 8 4!3 8.451 8, 127
? Rate (percent of civilian labor force} .. 9.6 7.5 7.4 7.3 7.3 7.3 7.3 7.3 7.3
8 Notinlaborforce........................ 62 067 62,665 62,839 ] 62,509 | 62,432 62,153 62,428 | 62,571 63,313 62,949 63, 106
ESTABLISHMENT SURVEY DATA
9 Nonagricultural payroll employment®. .. .. ... 89,566 | 90,196 | 94,461 | 96,419 | 96,591 | 96910 | 97,120 | 97,421 | 9747¥ | 97,7227 98,010
10 Manufacturing........ e, 18,781 18,434 19,4121 19,604 19,561 19,526 19,467 19,426 19,3987 { 19,355 19,392
11 Mining. . . 1.128 952 974 974 976 977 982 982 974 970 961
12 Contract construction ..... 3,905 3,948 4,345 4,534 4,525 4,553 4,641 4,658 4,638 4,653 4.678
13 Transportation and public u . 5,082 4,954 5171 5,259 5,272 5,269 5,278 5,301 5,295 S. 5,290
14 Trade..........c.oocvvvivnnnn 20,457 20,881 22,1341 22,776 22,857 22,963 23,013 23,140 23,193 | 23,2400 23,315
1S Finance.... 5,341 5,468 5,682 5,79 5,809 5,835 5.858 5,888 5,906" 5,934" 5972
16 Service ...... o 19,036 19,694 20,761 5,26% 5.269" $,2747 5.27% 5,270 5,276 5,284" 534
17 Government..........ovvvuvnnnronranies 15,837 15,870 15,987 | 16,100 6,111 16,143 16,158 16,213 16,2137 | 16,349 16,338

1. Persons 16 years of cnse and over. Monthly figures, which are based on
sample data, rejate to the calendar week that contains the 12th day; annual data
are averages of monthly figures. By definition, seasonality does not exist in
m‘:fml?a ﬂgu)res Based on data from Employment and Earnings (U.S. Depart-

bor
2. Includes self-employed, unpaid family, and domestic service workers.

3. Data include all full- and part-time employees who worked during, or
received pay for, the pa g' period that includes the 12th day of the month, and
exclude proprietors, self-employed persons, domestic servants, unvld famnly
workers. and members of !be Armcd orces. Data are adjusted to the h 1984

and only d data are available at this time. Based on
data from Employm:n! and Earnmgs (U.S. Department of Labor).
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Seasonally adjusted :
1984 1985 1984 1985 1984 1985
Series
Q3 Q4 Qi (024 Q3 Q4 Qt Q2 Q3 Q4 Q1 Qr
Output (1977 = 100) Capacity (percent of 1977 output) Utilization rate (percent)
1 Totalindustey............o0ovivveninnes 123.4 123.1 123.8 14.2 150.6 151,7 152.8 154.0 81.9 81.2 81.0 80.7
2 Mining 113.8 108.3 110.1 109.9 | 1329 | 1331 133.4 133.6 85.6 81.3 82.6 8.3
3 Utilities ... .. 109.8 1111 114.2 113.7 132.6 133,0 133.7 134.5 82.8 83.5 85.5 84.4
4 Manufacturing .................cooll 125.6 128.8 126.0 126.7 153.9 1882 156.8 187.7 81.6 81.0 80.8 $0.3
5 Primary processing . 107.6 107.0 107.5 108.0 131.2 1314 131.6 132.0 82.0 81.5 81.6 81.8
6 Advanced processing . 136.3 137.0 137.1 137.9 167.6 169.6 17t.4 173.2 81.3 80.8 80.0 98
TMaterdals .. ...cocovviiniiiiiiiiiiiaas 116.0 114.5 1154 145 1398 140.7 416 142.5 3.0 81.4 8315 80.4
8 Durablegoods .................... ... 124.0 123.7 123.6 121.5 153.1 1544 155.9 157.4 81.0 80.1 79.3 77.2
9  Metal materials .. 8.0 80.4 .6 3| 1188 117.8 117.3 117.3 69.0 68.2 68.7 68.5
10 Nondurable goods 111.6 110.9 110.9 111.1 136.3 X 137.3 137.8 81.9 81.0 80.7 80.6
11 Textile, paper, and chemical........... 1122 ] 107 11161 1109 ] 1357 136, 136.7 137.0 82.7 81.3 81.7 81.0
12 Paper. ... 127.7 126.2 126.3 121.5 133.7 135.3 136.1 136.2 95.5 93.3 9.8 89.2
13 Chemical.............oovvvnnvinnns 110.2 110.9 113.2 1125 | 1408 1, 141.5 142.0 78.3 78.6 80.0 79.2
14 Energy materials ........covvheiniiniins 105.7 101.3 105.0 105.3 119.3 1197 1200 1203 88.6 84.6 87.5 87.5
Previous cycle! Latest cycle? 1984 1984 1985
High Low High Low Aug. Dec. Jan. Feb. Mar. Apr. Mayr Juner Julyr Aug.
Capacity utilization rate:(percent)
15 Total industry........ 88.6 721 86.9 69.5 82.0 81.1 811 80.9 81.0 80.8 80.6 80.6 80.4 80.5
16 Mining .............. 92.8 87.8 95.2 76.9 85.0 81.7 82.9 82.1 82.8 82.1 82.2 82,6 819 81.3
17 Utilities 95.6 82.9 88.5 78.0 83.0 838 84.7 86.7 85.0 84.6 84.5 84.4 839 83.4
18 Manufacturing ....... 87.7 69.9 86.5 68.0 818 80.9 80.7 80.4 80.8 80.5 80.3 80.2 80.0 80.2
19 Primary processing . .. 91.9 68.3 89.1 65.1 823 80.9 81.6 81,5 818 2.1 81.5 81.9 82.2 2.5
20 Advanced processing . 86.0 71.1 85.1 69.5 81.4 80.8 80.2 79.8 79.8 79.7 79.8 79.4 78.9 79.2
21 Materfals ............ 2.0 70.8 89.1 68.4 83.1 81.3 817 81.8 814 80.9 80.1 80.2 7.9 7.8
22 Durable goods ....... 91.8 64.4 89.8 0.9 81.3 9.7 79.9 .1 789 783 76.6 76.7 76.5 76.5
23 Metal materials. . ... 99.2 67.1 93.6 45.7 69.3 68.0 68.1 68,2 69.8 69.9 66.2 69.3 68.1 69.5
24 Nondurable goods .. .. 91.1 66.7 88.1 70.6 819 80.8 80.9 81.1 80.2 80.2 80.8 80.9 81.5 81.7
25  Textile, paper, and

chemical....... Rne 64.8 39.4 68.6 32.9 80.7 81.7 82,0 81.4 80.7 80.9 81.2 82.0 823

26 Paper ........... 98.4 70.6 97.3 79.9 95.0 93.7 93.7 92,6 92.1 89.1 88.8 89.7 9.6 n.a.
27 Chemical ........ .S 64.4 87.9 63.3 78.2 783 80.1 80,2 7.5 79.2 79.5 79.1 79.6 n.a.
28 Energy materials ..... 9.6 86.9 94.0 82.2 88.4 8s.5 86.6 874 88.4 87.6 87.5 87.3 86.2 85.6
1. Monthly high 1973; monthly low 1975. Notk. These data also appear in the Board’s G.3 (402) release. For address, see

2. Monthly highs 1978 through 1980; monthly lows 1982, inside front cover.



2.13 INDUSTRIAL PRODUCTION
Monthly data are seasonally adjusted

Indexes and Gross Value A

Selected Measures A47

19m
Grous pro | 1984 1984 1985
rouping por- | avg.
tion Aug. | Sept. | Oct. | Nov. Jan. | Feb. Apr. | May" |June’ |July? |Aug.e
Index (1977 =
MAIOR MARKET
| Totalindex ...................c...000 100.00 | 121.8 | 123.8( 123.3 | 122.7 | 1234 123.6 ( 123.7 | 1240 124.1 | 124.1 | 1244 | 1244 | 124.8
2 Products ........ 5772 1127.1 | 129.0| 128.8 | 129.0 | 129.9 129.6 | 129.8) 130.3| 130.8 | 1314 1317 | 131.7] 1323
3 Final products 44,77 1 127.8 | 129.7 | 129.8 | 129.9 ] 130.7 13041 130.4 | 130.8 ] 131,31 1317 131.7{ 1317 | 1324
4 Consumer goods . 25.52 1 118.2 | 1ig.4 | 118.3 ] 118.5] 119.6 118.8% 119.1 1 1198 ] 119.5| 120.0 | 120.7 | 120.4 | 1213
5 Equipment .............. 19.25 | 140.5 | 144.5 | 145.0 | 145.0 | 145.5 145.7 | 145.3 | 145.4 | 1469 | 147.1 | 146.4 | 146.6 | 147.1
6 Intermediate products. ...... o] 12941249 | 1269 125.6 ] 126.2 | 127.2 126.8 | 127.7 ] 128.6 | 129.3| 130.3 | 131.8 | 1319 | 132.2
TMaterials. ..........ooiiiiiiienii, 42,28 1 114.6 | 116.1] 1159 ] 1142 1146 1154 1154 ] 1155] 1150 1142 1145 | 1143 | 114.5
Consumer goods
8 Durable consumer goods ... .. 6.89 | 112.6 | 1133} 111.5 | t11.4 £33 ¢ 130 ) 1128} 112.8 | 113.5 | 111.5¢ 111.8 | 1129
9  Automotive products ..... 29811098 | 111.6§ 107.4 1 104.2 1 110.2 ] 111.6 1142 ] 1154 ¢ 11511} 133.1 ) 113.6 | 113.8
10 Autos and trucks....... 17911030 | 1060 987} 950 103.1( 104.7] 112.5] 111.7] 110.5| 109.0| 109.6 | 109.4
11 Autos, consumer .. ... 116 93.2 927] 851} 84.0] 8.7] 956} 102.5] 100.7{ 101.3] 100.5]| 98.1] 97.0
12 Trucks, consumer...... 63 (1212 11308 1241 | 1154} 127.8 | 120.5 ] 1311 1320 ] 127.5| 124.7 | 130.9] 1323
13 Auto parts and allied goods 1.19 1120.1 | 120.0 { 120.6 | 118.1 ] 120.1| 122.1 | 116.8 | 121.1 | 122.0| 119.4 | 119.6 | 1204
14 Home goods...... Chaeeaens 3.91 | 1148 | 1146 | 11471 1169 ] 1158 | 114.3 | 111.6 | 1109 12,2 110.2 ]| 110.4 | 1122
1 A s, A/C and TV 124 11362 | 138.7 ) 138.0) 140.5] 1374} 137.2] 126.1 ) 127.1} 131.8 ] 1269 ] 1293 | 1348
16 ppliances and TV ... 11911375 | 140.6 1 140.1 | 1422 | 138.4 ] 138.2] 1266 | 127.2 | 131.8 | 127.1 | 128.7 | 135.2
17 Carpeting and furniture ... .. 96| 117.6 | 11751 118.8 ) 118.1 | 118.1 1 114.1 | 1127 1179 17.71 118,11 116.9| 119.6
18 Miscellaneous home goods ........ 1.71] 97.8 95.7f 956| 93| 90| 97.9] 100.6] 95.1| 95.0{ 93.7| 93.i| 91.7
19 Nondurable consumer goods. . . 18.63 | 120.2 | 120.2 | 120.7 | 12101 121.8 | 122.1 ] 1211 ] 1214 2.1 | 12251 123.1 { 123.5
20 Consumer les 15.29 | 125.0 | 125.4) 126.3 | 126.7] 127.4} 127.7 ] 126.6 | 1269 9] 128.5] 129.0] 129.7
21 C s and 78011262 | 1266 | 127.7{ 128.2] 127.6 | 129.1 | 127.1] 127.8 | 128.0 | 129.4 | 128.9 | 130.6
22 Nonfood staples 7.49 11239 | 1243 125.0| 1254 ] 127.5] 126.5] 126.0} 126.0| 127.7 | 127.6 | 129.1 | 128.7
23 Consumer chemical products 27511374 | 138.3 | 1404 | 141.3 | 143.3 | 142.7 | 142.9] 143.2 | 145.1 | 145.1 ] 147.3 | 1454
% Consumer paper products . 1.88 [ 138.4 | 141.2 | 140.7 | 140.0 | 141.5| 141.8 ] 141.2} 138.1 | 141.7 | 142.0 | 143.7 | 144.7
25 Consumer energy....... 2.86 | 101.4 99.8{ 100.0 f 100.5{ 103.0 | 100.7 | 99.9| 101.5{ 101.9{ 101.5] 102.1 | 102.2
26 Consumer ﬁ)e]y ..... . 1.44 | 893 88.5] 88.1) 888 ) 89| 87.7| 851] B84, 870 90.0] 9.2| 888
27 Residential utilities . .......... 142 | 113.7 | 02| 12| 1124 1163 139 1150 1184 7.1 113.24 1144} {159
Equipment
28 Business and defense equipment . 18.01 [ 139.6 | 143.5| 144.1 | 144.1] 144.6 | 143.9 | 145.5] 145.6 | 146.1 | 147.7 | 147.9 | 147.2 | 147.2 | 147.7
29  Business equipment 14.34 [ 134.9 | 139.1 | 139.2 | 139.1 | 139.8 | 138.4 | 140.4 | 140.0 | 140.2 [ 142.0 | 141.9 | 140.6 | 140.4 | 140.7
30 Construction, mining, and farm 208 | 66.6 68.1| 679 69.5| 68.2| 68.5| 68.8| 68.3| 67.1] 684| 674 677 S
31 Manufacturing 3.27(109.4 | 113.41 1133 (2.7 1124 | 105 t11.6 | 1123 112.0{ 1124 | 13.1 ] 1119 112.3{ 1129
32 1271 79.2 80.3] 824 | 837} 838| 84.5| 82.5| 81.8] 79.6| 81.8| 828 | 833 BL7| 84.]
33 52212092 | 216.5] 2169 216.4 | 217.1 | 214.5| 217.4 | 217.0 | 218.9 | 221.8 ] 222.8 | 219.6 | 218.9 ]| 219.3
34 249] 98.6 | 100.6| 993 98.5] 1029 10091 1067 | 104.9| 104.5| 106.0 | 102.9 | 103.1 | 102.2 ] 102.8
i 3.67[157.9 | 160.7 | 1634 163.5| 163.3 | 1653} 1653} 167.3 1 169.0} 170.1 { 171.2 | 172.8 | 173.5| 175.0
Intermediate products
36 Construction supplies......... 5951140 | 11531 114.7] 114.6 ] 1157 114.7 | 116.2] 1157 | 1169} 117.4
37 Business supplies .......... 6.99 | 134.2 | 136.9] 1349 136.1 [ 137.1 | 138.0 | 135.9| 137.9| 138.6 | 139.4
General buginess supplies . .. 5.67 1379 | 1413 | 138.7] 140.1] 140.9 | 141.4 | 140.2 | 140.1 | 141.9| 1434
C ial energy prod 131180 | H17.4 1 1182 118.8 | 1204 | 1229 117.1} 124.1 | 124.5| 1224
Materials
40 Durable lxoods materials. 2050 | 122.3 | 1244 | 124.0| 123.7| 1239} 123.4( 124.21 1233 123.3] 122.8 ] 120.7 | 121.2
41  Durable consumer part: 4,92 | 98.0 990 988| 989} 9.1 99.81 102.6 | 102.2] 102.1 101.8 | 100.1 9.1
42 Equipment parts ... 5.941164.5 | 170.1] 1699 168.6 | 169.1 | 168.8 | 166.7 ] 164.2 | 163.3 | 161.1} 157.8| 157.S
43 le materials n.e. 9.64 {108.6 | 109.2 ]| 1085} 1087 108.7 | 107.4| 109.1 | 109.0| 109.6 | 1100} 108.2 | 110.1
44 Basic metal materials ... 464| 8.4 | 856| 850] 848 B8S2] 84.0| 83.5] 84.1] B8S.1| 866] 82.0] B854
45 Nondurable goods materials ........... 10.09 | 1112 | 1116 ) 1104} 1102 1107 110.7 | 1109} 111.4) 1103} 1104 | 1113 | 111.6
Textile, paper, and chemical
materials ...... 753 1116 | 112.5F 1123} 1115 110.5( 110.1 | 1105 112.1 | 1113} 110.5] 110.9] 1114
47 Textile materials ... 1521015 | 1045 99.2| 98.5| 93.7| 9L.2] 93| 93.5| 93.0f 94.!| 95.0] 973
48 Pulp paper mate! 1.55 {1265 | 127.0] 127.71 126.2 | 125.1 | 127.2| 127.5| 126.0 | 125.4 ] 1213 | 1209 122.2
49 Chemical materials ............... 44611099 { 110.1] HL5) 1108} 1101 ) 110.6] 113.3 ) M35 | 112.7] 11231 129 1125
50  Miscellanecus nondurable materials .. 2571098 | 109.0| 108.4] 1099 | 1iL.1| 112.1} 1082 | 1094 ] 107.2] 110.1 ]| 1125 | 1123
51 Energy materials . . . 1169} 104.0 | 105.5] 1055} 999 101.5] 102.4 1 103.9]| 104.9 21 1083 | 105.3 | 105.2
52 Primary energy ........ 7.571107.5 | 109.3§ 1100} 101.4 | 104.1 { 106.0| 107.0 | 107.6 24 1079 107.8 1 108.8
53 Converted fuel materials ............ 4.12 97.6 98.5| 9721 97.1| 96.8| 96.0| 98.2| 100.0 0| 1006 1006 | 98.5
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued

1977 1984 1985
. SIC [pro- | 1984
Grouping code |por- |avg.
tion Aug. | Sept. | Oct. | Nov, | Dec. | Jan. | Feb. | Mar. | Apr. | May" | June’ | July? | Aug.c
Index (1977 = 100)
MAJOR INDUSTRY
1 Mining and utilities................1 ...... 15.79 | 110.9] 111.9] 112.1| 108.0] 110.1] 109.9¢ 111.4] 111.9] 111.8] 1101 111.3] 1117} 111.0] 110.4
2 Mining........ooioveiiiiiineif e 9.831 110.9{ 113.0{ 113.6] 107.2{ 108.8] 108.9] 110.5] 109.5] 110.5] 109.6] 109.8| 110.4 109.6| 108.9
3 Utilities.....oovciiiiiiiiienindd veenes 596 | 110.9| 110.0{ 109.7] 109.4{ 112.1| 111.6] 113.0} 1158} 113.9| 113.6] 113.7| 113.8] 113.3{ 1129
4 Manufacturing . ......occoovveienied vivnae 84.21 | 123.9] 125.9] 125.6] 125.5] 126.0] 125.8] 125.9] 125.8] 126.3| 126.6] 126.6| 126.7| 126.8} 127.5
5 Nondurable ...........coon ) e, 35110 122,51 12321 123.1] 123.3] 123.8) 123.4) 123.2] 123.8] 123.9) 124.3) 124.7] 125.4] 125.8] 126.1
6 Durable.............covviiivnn] venenn 49.10 | 124.8| 127.7] 127.2} 127.0] 127.5( 127.4| 127.8] 127.2] 128.0[ 128.2( 127.9( 127.7{ 127.5| 128.4
Mining
TMetal....oooiiinnciii 0] .50) 77.0] 72.2} 73.6) 75.3) 75.8] 69.3] 70.5] 74.5] 83.6f 81.2f 83| 77.2f 76.1).....
8Coal...........v i 11.12 | 1.60] 127.6]| 136.4| t44.2]| 1020 t13.1] 116.2] 118.5| 121.8 131.9| 128.5} 128.7| 134.0| 128.0{ 127.0
9 Qil and gas extraction ............. 13| 7.07| 109.1] 110.2| 109.2] 110.1| 109.8| 109.8] 110.7]| 108.2| 106.8| 106.5| 106.9| 106.7| 107.0| 106.5
10 Stone and earth minerals........... 14 661 116.1] 118.4] 117.6] 114.2] 115.3] 113.2] 118.5] 119.8] 118.7] 118.5] 118.7] 117.9| 117.8( .....
Nondurable manufactures
B 20 7961 127.1] 127.7] 128.2] 129.1} 128.7] 129.0] 128.2} 129.4} 128.5| 1308
12 Tobacco products................ 21 62110071 97,31 99.6f 103.1{ 102.7]| 107.4] 97.2] 103.8] 103.4| 98.4
13 Textile mill products .............. 22 2.29( 103.7{ 103.5( 100.9] 100.3{ 97.1{ 94.7( 93.6{ 98.5] 99.4{ 9.0
14 Apparel products ................. 23 2.79| 102.8] 101.3] 100.1]| 100.8]| 101.1] 102.5]| 102.6]| 103.1]| 101.3] 100.2
15 Paper and products, ............... 26| 3.15| 127.3] 128.2| 128.9] 127.6| 127.7| 128.8] 128.3| 126.4| 126.9| 125.1
16 Printing and publishing . 27| 4.54] 147.9] 151.5| 148.8| 149.5| 153.5{ 1S1.2[ 150.4 150.3| 152.6| 154.2
17 Chemicals and products 281 8.05] 121.7] 122.0] 124.2] 123.5] 124.3] 123.4] 125.7] 125.8] 126.5| 125.8
18 Petroleum products 29} 240 87.4| 87.5| 85.7| 85.4| 862} 84, 84.1| 84.0| 84.7| 873
19 Rubber and plastic p. 30| 280 143.2] 144.5) 144.1) 146.0] 146.6) 146.6] 1459 145.7] 144.1] 144.9
20 Leather and products. .... 3t 53| 76.7] 742] 73.4] 70.9] 71.5| 7T14| 69.1] 69.2] 69.4| 69.9
Durable manufactures
2t Lumber and products.............. 24| 230/ 109.1} 109.4] H0.4] 110.2} 109.5] 109.4] 109.2} 109.1] 109.5] 1109
22 Furniture and fixtures ............. 25| 1.27| 136.7] 140.0] 140.9} 139.9| 139.8| 138.0| 136.5] 139.0| 139.2| 141.0
23 Clay, glass, stone products......... 32 272 112.3] 113.7] 112.6] 113.3] 113.6] 111.8] 112.7] 110.5] 111.4] 1145
24 Primary metals ............o00u0n 33| 533 82.4| 84.0] 82.9( Bt.3| B0.9{ 784( 8L7{ 802 81.8] 814
25 Ironandsteel .................. 331.2| 3.49| 73.5] 74.6] 73.6| 71.0| 71| 68.9] 71.0| 68.5| 72| 7.9
26 Fabricated metal products ......... 34| 6.46| 102.8] 104.1]| 104.8] 104.8| 105.4] 105.9] 106.4] 107.6| 108.6( 109.1
27 Nonelectrical machinery ........... 35| 9.54] 142.0] 147.8] 146.5| 146.6] 1458] 144.6] 145.0| 144.9] 146.5| 148.9
28 Electrical machinery .............. 36| 7.15| 172.4] 176.2| 176.8| 178.4| 178.9] 180.2[ 176.0{ (73.2| 173.1 168.9
29 Transportation equipment.......... 371 9.43] 113.6] 116.2] 1143] 113.4] 116,0] 1178} 120.4] 120.5] 120.8} 120.7
gil) I:dotor vchiclej and parts......... 371 ) 5.25) 105.6] 108.3] 104.6] 103.1] 107.5] 109.5] 113.0} 112.5] 111.3} 110.9
Agl al
transportation eguipment. . ... 372-6.9 | 3.87] 124.4] 126.9| 127.5| 127.3{ 127.5| 129.0] 130.5{ 131.4] 133.7] 134.1
32 INSPUMENtS ...ovieeiiniiiiianns 8] 2661 136.9] 139.8] 140.2} 138.,6] 138.6] 138.9] 138.7] 138.7] 139.0] 138.5
33 Miscellaneous manufactures........ 391 146 98.0f 97.8] 959! 986 986| 97.2] 9.0] 96.4] 9.0 983
Utilities .
34 Electric. ......oovvvieniinininnine| vevnes 4,17} 116.8| 116.8{ 116.2] 116.8] 118.7]| 117.5] 118.9| 121.9] 119.5( 119.1] 119.5| 119.4} 118.9| 118.3
Gross value (biltions of 1972 dollars, annual rates)
MAJOR MARKET
35 Products, total .............oonnnu] ienn 596.0 | 745.6] 782.4} 749.2] 753.7} 759.2] 786.8] 761.3| 764.2} 769.8 7714.4) 7749 770.1} T73.9
BFinal .........oooviveiiinnn ] e 472.7 | $93.7] 598.0| 596.8| 600.4] 605.2 .8 5| 608.7] 613.3] 616.2] 616.2]| 614.8| 610.0} 613.6
37 Consumergoods..........coovvu| ouins 309.2 | 356.5| 354.1] 352.5| 355.5| 359.0| 360.0| 358.8| 360.9| 364.6| 364.7| 365.1| 364.9( 362.7| 364.6
38 Equipment..............cooveeef viienn 163.5 | 237.6| 244.3] 244.8] 245.4] 246.7{ 242.3] 247.6] 247.8] 248.71 251.41 251.1] 249.8| 247.4] 248.9
39 Intermediate.......ooovvviininiens] ciiaen 123.3 | 151.8] 154.3] 152.3| 153.2] 154.0] 154.6| 154.9| 158.5| 156.3| 157.1| 158.2] 160.2| 160.1| 160.4
A A major revision of the industrial production index and the capacity (July 1985), pp. 487-501. The revised indexes for January through June 1985 will

utilization rates was released in July 198

. See "'A Revision of the Index of

Industrial Production™ and accompanyin%tables that contain revised indexes
c

(1977=100) through December 1984 in th.

EDERAL RESERVE BULLETIN, vol. 71

be shown in the September BULLETIN,

NoTE,
e inside front cover.

These data also appear in the Board's G.12.3 (414) release. For address,



2.14 HOUSING AND CONSTRUCTION

Selected Measures A49

Monthly figures are at seasonally adjusted annual rates except as noted.

1984 1985
Item 1982 1983 1984
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May’ { Juner | July
Private residential real estate activity (thousands of units)
New UniTs
1 Permits authorized ..................... 1,000 1,605 1,682 1,477] 1,616] 1,599| 1,635 1,624 1,741} 1,704 1,778} 1,712{ 1,694
2 Mfamily... ..o 546 902 922 827 846 843 903 927 993 948 933 961 967
3 2ormorefamily................ ... 454 703 759 650 770 756 732 697 748 756 845 751 727
4 8tarted ... 1,062 1,703 1,749 1,564 1,600 1,630 1,849 1,647 1,889 1,933 1,681 1,701 1,647
S Ifamily........coiiiiiiiiiieieiae, 663 K 1,084 979 1,043 1,112 1,060 1,135 11681 1,155 1,039{ 1,031 1.062
6 2or-morefamily..................... 400 5 585 557 518 512 724 778 642 670 585
7 Under construction, end of period!....... 7201 1,003 1,051 1,081 1,077 10731 1,071 1,066 1,063} 1,088 1,089 1,078] 1,079
8 Ifamily.............ciiieinenn, 400 524 556 571 574 579 572 580 578 583 582 575 582
9 2ormorefamily...........o00iilnln 320 479 494 510 503 495 499 485 485 308 503 497
10 Completed ..........ovvviiiivenninss 1,005 1,390 1,652 1,614 1,587 1,635 1,719 1,794 1,685| 1,641 1,627) 1,7681 1,686
1T family...ooocoviiiiiiiiiiiiiiiinn, 631 9241 1,025 9721 1,001 9851 L107{ 1,082) 10431 1,074 L0207 1,098] 1,010
12 2.or-morefamily..................... 374 466 627 642 586 650 612 12 642 567 607 670 676
13 Mobile homes shipped. ................. 240 296 295 302 291 282 273 276 283 287 287 270 286
Merchant builder activity in I-family units
14 Numbersold ..........coovvvivenvines 413 622 639 652 396 604 634 676 699 649" 682 708 747
15 Number for sale, end of period’ ......... 255 304 358 346 349 356 356 360 357 35¢" 356 354 353
Price {thousands of dollars)?
Median
16 N Units sold 69.3 75.5 80.0 80.1 82.5 78.3 82.5 82.0 84.2 85.¢ 80.1 85.7 81.7
verage
17 er\?s sold ..o 83.8 $9.9 97.5 95.7{ 1014 9.3 98.3 9.2] 100.9] 1047 98.1 9.0 9.5
ExisTING Units (1-family)
18 Numbersold ...........ooiiiiillts 19911 2,719 2.868{ 2,740} 2,830} 2,870 3,000f 2,880) 3,030{ 3,040 3,040 3,060) 3,140
Price of units sold (thousands of dollars)?
19 Median .........oovviiiiiniiviniiians 67.7 69.8 72.3 7.9 71.9 72.1 73.8 73.5 74.2 74.5 75.0 76.2 77.4
b Y 80.4 82.5 859 86.2 85.1 85.9 $7.7 87.2 38.6 89.7 90.1 91.5 93.5
Value of new construction® (millions of dollars)
CONSTRUCTION
2! Totalputinplace ...................... 136,935 | 268,730 | 312,589 | 318,179 | 313,076 | 310,062 | 341,038 | 334,254 | 333,713 | 341,8617| 339,943] 34),837 | 340,243
W Private ... 186,091 { 218,016 | 257,802 | 261,963 | 257,469 | 254,547 | 283,688 | 276,452 | 274,575 | 281,988’ | 276,420} 278,939 | 275,561
23 Residential ................ ,609 [ 121,309 | 145,058 1 144,043 | 137,880 1 134,296 | 155,260 | 146,042 { 146,195 | 146,53%7] 142,254] 147,158 | 144,542
% Nonr_ez'\identinl. total........ 105,482) 96,707} 112,744 1 117,920 | 119,589 | 120,251 | 128,428 | 130,410 | 128,380 | 135,4497| 134,166} 131,781 | 131,019
i
25 Indl?gﬁal 17,346 12,863 13,746| 14,333} 14,645| 14,440 15,195} 158151 14,585| 17,283 | 16,443 15,170] 15,413
26 Commercial 37,281 35,787 ,102| 52,0021 S2,541) 54,528| 58,524] 58,922| $9,382| 61.219%F 60,064] 58,290 58,097
27 er. . ... .. 10,507 11,6601 12,2981 119161 11,771] 12,1501 11,889{ 12,054 11,245} 12,6637} 12,929] 12,786] 12,625
28 Public utilities and other ,348] 36,397| 38,598} 39,579 40,632 39,133] 42,820 43,619} 43,168 44,284r| 44,730] 45,535 44,884
9PUblic ....o.vi e s 55,186| 56,215| 55.608) 55,514} 57,350| 57,802} 39,148 59,873| 63,523| 64,897 64,682
30 Military. ... 2,8391 29021 3,107%F 2,952] 2969) 3,036] 3,078] 3,166/ 3,349 3,426] 3,197
31 Highway..........ocvvuvnes 16,2951 16,2101 16,939} 16, 17,7591 18,416 19,176] 19,920 22,314} 21,093| 19,685
32 Conservation and development 4,656] 4,748| S,1271 4,654 4. X 4,727 43931 5051 5.410f 85,135
33 R N 31,396 32,355| 30,435| 31,020 31,977| 31,676 32,167] 32,3947] 32,809] 34,968 36,665

1. Not at annual rates.

2. Not seasonally adjusted. | i }

3. Value of mew construction data in recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the
Census in its estimating tcchnigues. For a description of these changes see
Construction Reports ( 30-76-?), issued by the Bureau in July 1976.

NotE. Census Bureau estimates for all series excetﬁ (a) mobile homes, which
are private, domestic shipments as reported by Manufactured Housi
Institute and seasonally adjusted by the Census Bureau, and (b) sales and prices o
existing units, which are published by the National Association of Realtors. All
back and current figures are available from orzx(::‘u ncy. Permit authoriza-
ﬁq&s g; 8tbou reported to the Census Bureau 16,000 jurisdictions beginning
wil X
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2.15 CONSUMER AND PRODUCER PRICES
Percentage changes based on seasonally adjusted data, except as noted

Change from 12

Change from 3 months earlier

Change from 1 month carlier

months earlier (at annual rate) Index
level
Item Ayj

1984 1985 1985 1985

1984 1985 (1967

Aug, Aug. = 100)!

Sept. Dec. Mar. June Apr. May June July Aug.
CONSUMER PRICES?
TADMtemS ......ooviiiiiiiiiiiinnines 4.2 34 4.5 30 4.1 33 4 2 2 2 2 323.8
2F00d . .ot 43 1.6 19 37 2.6 -9 -2 =1 .1 A 0 309.7
FENergy items .....coiviiniiiieiiiiiies ~.6 1.5 .1 -1 -.8 9.6 1.8 3 2 -3 -.6| 433.8
4 All items less food and energy ........... 5.1 4.1 5.3 5 5.5 34 3 3 3 3 3 5.3
§ Commodities .........ooviiiiiniiinnn 4.1 1.8 38 9 6.6 -14 0 -2 -2 -2 .1 258.8
6 Services.........iiiiiiiiiiiiiiiiiies 5.7 5.6 6.2 5.0 50 6.4 4 7 5 5 5 378.6
PRODUCER PRICES
7 Finishedgoods........................0 1.8 8 0 1.1 5 1.5 4 2 -2 3 -3 293.5
8 Consumerfoods................oeuves 5.1 ~1.6 4.5 33 -3.0 -8.2 -.9 -1.1 -.1 1.3 -7 269.5
9 Consumerenergy ...............co.e. -7.1 ~2.9] ~-19.7 5.6 =213 259 6.1 3.2 ~33 -1.4 -1.6 719.5
10 Other consumergoods................. 23 2.5 2.5 -2 6.5 1.3 -4 2 2 4 0 252.6
11 Capital equipment.................. .. 24 2.1 23 -11 6.2 1.9 o 0 4 0 20 3009
12 Intermediate materials® ................. 24 -.6 -1.1 1.2 -2,5 1.1 3 & -.4 -3 -.1 3244
13 Excludingenergy................c0.0 3.0 B 9 1.5 -1.0 1.2 -.1r 2 2 -1 -1 305.2
Crude materials

4 Foods.... DO -137 -1.7 10.6 -249] -199 -0 -2.2 3 -1.1 -3.8 214
15 1.2 ~6.6 4 -7.6 -13.1 2.9 4 Ly ~-1.5 -3 -9 742.4
16 1.0 ~-56] ~153 -10.7 -13.3 34 2.0 -1.4 2 7 ~-1.2 245.8

1. Not seasonally adjusted.

rental equivalence measure of homeownership after 1982.

. 3. Excludes intermediate materials for food manufacturing and manufactured
2. Figures for consumer prices are those for all urban consumers and reflect a animal feed

eedas.
SouRrce. Bureau of Labor Statistics.



2.16 GROSS NATIONAL PRODUCT AND INCOME
Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.

Selected Measures AS1

1984 1985
Account 1982 1983 1984
Q Q3 Q4 Q1 Q2
GRoss NATIONAL PrODUCT
I 1 3,069.3 3,304.8 3,662.8 3,644.7 3,694.6 3,758.7 3,810.6 3,853.1
By source
2 Personal consumptnon expenditures ...........c0iiiiiiiien 1,984.9 2,155.9 2,341.8 23327 2,361.4 2,396.5 2,446.5 2,493.0
3 Durable goods ........oiiiii i i 245.1 279.8 318.8 3207 317 2 326.3 334.8 339.2
4 Nondurable soods ....................... 757.5 801.7 856.9 858.3 861.4 877.3 891.9
5 BRIVICES ..ocviiu et e 982.2 1,074.4 1,166.1 1,153.7 1,182.8 1,203.8 1,234.4 1,261.9
6 Gross private domestic investment........................... 414.9 471.6 637.8 627.0 662.8 637.8 646.8 643.2
7  Fixed investment ............. 441.0 48S.1 579.6 576.4 591.0 601.1 606.1 6235.3
8 Nonresidential .. ........ 349.6 352.9 425.7 420.8 438.7 447.7 450.9 467.3
9 Structures................ 142.1 129.7 150.4 150.0 151.4 157.9 162.9 168.3
10 Prod * durable equif 207.5 223.2 275.3 270.7 .2 289.7 288.0 299.0
i1 Residential structures........ 91.4 132.2 153.9 155.6 158.3 153.5 195.2 158.0
12 ORI . ..\, eeee et eeaia st e aranns 86.6 127.6 148.8 150.5 150.1 148.3 150.0 152.4
13 Chmge m business inventories ............ ..ol —-26.1 -13.5 58.2 50.6 71.8 36.6 40.7 17.9
L —24.9 -3t 9.6 47.0 63.7 7.2 3.1 11.4
15 Net exports of goods and services ............cvviiivnerennes 19.0 -8.3 —-64.2 -58.7 -90.6 -56.0 -74.5 -94.0
16  Exports 348.4 336.2 364.3 362.4 368.6 367.2 360.7 347.7
329.4 344.4 428.5 421.1 459.3 423.2 435.2 441.6
650.5 685.5 747.4 743.7 761.0 780.5 7919 810.9
258.9 269.7 2984 296.4 302.0 315.7 319.9 324.2
915 415.8 452.0 474 4589 464.8 472.0 486.7
maqjor type of product
inal sales, total 3,095.4 3,3183 3,604.6 3,594.1 3,622.8 3,722.1 3,770.0 3,835.2
Goods ....... 1,276.7 1,355.7 1,542.9 1,544.8 1,549.1 1,579.8 1,583.8 1,579.6
23 Durable 499.9 555.3 655.6 647.9 654.7 687.7 677.1 669.6
4 Nondurable 776.9 800.4 887.3 896.9 894.4 892.1 906.7 910.0
25 Services ................. 1,510.8 1,639.3 1,763.3 1,742.6 1,783.3 1,813.7 1,887.2 ,888.8
26 SUUCIITES . .« «ov\iren e vrsvrnrn s vttt earennaiennisinnies 817 300.8 356.5 357.2 362.1 365.2 369.6 384.8
27 Change in business inventories ............oooveiiiiiionenns -26.1 ~-13.5 58.2 50.6 71.8 36.6 40.7 17.9
28 Durable s -18.0 =21 304 18.2 4.7 26.7 2.0 3.7
29 Nondur: -8.1 -13 278 24 30.1 9.9 11.7 14.2
30 Memo: Total GNP in 1972 dollars 1,480.0 1,534.7 1,639.3 1,638.8 1,645.2 1,662.4 1,663.% 1,671.3
7 W (T 2,446.8 2,646.7 2,959.9 2,944.8 2,984.9 3,036.3 3,076.5 3,106.5
32 Compensation of employees...............ooooiiiii 1,864.2 1,984.9 2,173.2 2,159.2 2,919 2,228.1 2,227 2,305.9
33 Wages and salaries 1,568.7 1,658.8 1,804.1 A 1,819.1 1,848.2 1,882.8 1,909.5
4 vernment and government emerprlses 306.6 328.2 3498 347.5 352.0 357.2 365.5 370.7
35 Other . 1,262.2 1,331.1 1,454.2 1,445.8 1,467.1 1,490.9 1,517.3 1,538.9
36 Supplement to wages and salaries.......... 295.5 326.2 369.0 365.9 ns 380.0 389.8 396.3
37 mployer contributions for soc 140.0 153.1 173.5 1724 174.7 177.5 183.6 186.1
38 Other [abor income. . e 155.5 173.1 195.5 193.5 198.1 202.5 206.3 210.2
39 Proprictors’ income! ...... 11L1 121.7 154.4 149.8 1537 159.1 159.8 160.7
40  Business and professio 89.2 107.9 126.2 126.3 126.4 129.7 134.0 137.3
AL FaIM! .. o i e e 218 13.8 2 234 27, 29.4 257 234
42 Rental income of persons? ..........oveiiinuieiiiniiiineiens 515 | 583 62.5 62.0 63.0 64.1 64.8 66.7
43 Corporate profitsl ... ..ottt e 159.1 225.2 285.7 291.1 282.8 291.6 292.3 298.5
44 Profitsbeforetaxd.........oociiiiii i 165.5 203.2 235.7 0 248 228.7 2223 R0
45 Inventory valuation adjustment ................. ... 0l -9.5 -11.2 -5.7 -73 -2 -1.6 9 2.5
46  Capital consumption adjustment ................co00viinan 31 33.2 55.7 523 58.3 64.5 69.1 75.0
L T N 260.9 256.6 284.1 282.8 293.5 293.4 287.0 274.7
For after—tax profits, dividends, and the like, see table 1.48.

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

Souncs Survey q’ Current Business (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING

Domestic Nonfinancial Statistics T November 1985

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1984 1985
Account 1982 1983 1984
Q2 Q@ Q4 Q Q
PERSONAL INCOME AND SAVING
| Total personal income.................. P N 2,584.6 2,744.2 3,012.1 2,984.6 3,047.3 3,096.2 3,143.8 3,174.7
2 Wage and salary disbursements 1,568.7 1,659.2 1,804.0 1,793.1 1,819.5 1,847.6 1,882.7 1,910.6
3 ommodity ~ producing indus! 509.3 519.3 569.3 567.0 5733 580.9 590.9 594.2
4 Manufacturing . . 382.9 395.2 431.9 432.2 436.4 42.4 447.9 447.9
5 Distributive indust 378.6 398.6 4320 429.5 436.4 443.1 449.0 455.7
6 Serviceindustries...................\ 3743 413.1 452.9 449.3 4573 466.9 4774 489.0
7 Government and gov 306.6 328.2 349.8 347.3 3524 356.7 365.4 3717
8 Other labor income. . 155.5 173.1 195.5 193.5 198.1 202.5 206.3 210.2
9 Proprietors' income! .. 111.1 121.7 154,4 149.8 153.7 159.1 159.8 160.7
10 Business and profess 89.2 107.9 126.2 126.3 126.4 129.7 134.0 137.3
11 Farmi . . 21.8 13.8 28,2 234 27.3 29.4 25.7 23.4
12 Rental inc: of 51.5 38.3 62.5 62.0 63.0 64.1 64.8 66.7
13 Dividends....., 66.5 70.3 7.7 77.2 78.5 80.2 81.4 82.5
14 Personal interest 366.6 376.3 4337 425.6 449,3 456.1 456.0 453.0
15 Transfer payments .. .. 376.1 405.0 416,7 415.2 418.6 421.8 439.2 439.5
16  Old—age survivors, di 204.5 21.6 2373 235.2 238.2 243.8 249.6 249.9
17 Less: Personal contributions for social insurance ............ 111.4 119.6 132.5 131.8 133.4 135.2 146.4 148.4
18 EquaLs: Personal income.............. e 2,584.6 2,744.2 3,012.1 2,984,6 3,047.3 3,096.2 3,143.8 3,174.7
19 LEss: Personal tax and nontax paymems. ...........c...ov.s 404.1 404.2 435.3 430.3 440.9 451.7 489.0 448.2
20 EquaLs: Disposable personal income.................ooveuis 2,180.5 2,340.1 2,576.8 2,554.3 2,606.4 2,644.5 2,654.8 2,726.5
21 Less: Personal outlays. 2,044.5 2,220 2,420.7 2,409.5 2,4423 2,481.5 2,536.2 2,587.1
22 EqQuais: Personal saving. .............. vt r e 136.0 118.1 156.1 144.8 164.1 163.0 118.6 139.4
MEMO
Per capita (1972 dollars)
23 Gross national product. , . 6,369.7 6,543.4 6,926.1 6,933.2 6,943.2 6,998.3 6,989.0 7,007.9
24  Personal consumption exp 4,145.9 4,302.8 4,488.7 4,502.3 4,498.4 4,527.1 4,575.7 4,621.2
25  Disposable personal income 4,555.0 4,670,0 4,939.0 4,930.0 4,965.0 4,996.0 4,965.0 5,054.0
26 Saving rate (PETCENL) 4 .. .vvuiie e iieeiieerenniarronenss 6.2 5.0 6.1 5.7 6.3 6.2 4.5 5.1
Gross SAvING
27 Gro@8SavIng. .. ......ooviiniiniiiiii i 408.8 437.2 §51.8 5510 556.4 556.0 550.7 532.6
28 Gross private saving 524.0 57117 674.8 660,2 689.4 698.2 662.1 696.3
29 Personal saving . .. 136.0 118.1 156.1 144.8 164.1 163.0 118.6 139.4
30 Undistributed corpo 29.2 76.5 1154 115.3 118.4 120.8 122.5 129.3
31 Corporate inventory valuation a -9.5 -11.2 -57 -73 -2 -1.6 9 2.5
Capital consumption allowances
32 COTPOTARIE . .o eetevetnereenstuiontenosnresraronnsonsonss 221.8 231.2 246.2 244.1 248.1 252.8 257.4 261.6
33 Noncorporate .. 1371 145.9 157.0 156.0 158.8 161.5 163.7 166.1
34 Wage accruals less disbursements.................... J 0 K 0 .0 .0 0 .0
35 Government surplus, or deficit (—), national income and
product accounts -115.3 -134.5 -122.9 -109.2 -133.0 -142.2 -111.4 —-163.8
36 Federal .... —-148.2 -178.6 -175.8 -163.7 ~-180.6 -197.8 —165.1 -214.1
37 State and lo 32.9 44.1 52.9 54.5 41,6 55.6 537 50.3
38 Capital grants received by the United States, net .............. 0 0 0 0 0 0 0 0
39 Gross investment . ... PN 408.3 437.7 5444 5420 543.4 546.1 542.6 518.9
40 Gross private domestic 4149 471.6 637.8 627.0 662.8 637.8 646.8 643.2
41 Net foreign....... ~6.6 ~33.9 -93.4 -85.0 -119.4 -91.6 -104.2 -124.3
42 Statistical discrepancy. ... ..o -5 .5 ~74 -9.0 ~13.0 -9.9 -8.1 ~13.7

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

SOURCE. Survey of Current Business (Department of Commerce).



3.10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are seasonally adjusted except as noted.!

Summary Statistics AS53

1984 1985
Item credits or debits 1982 1983 1984
Q Q3 Q4 Qi Q2r
1 Balance on CUITENnt 8CCOUNL .. ... ovvurrveiracarsenrennns ~8,051 -40,790] -101,532 —24,493 -32,500 -25,477] -30,325 | -31,811
2 Notseasonallyadjusted.........cooiiiiiiiiiiiiiiiii  vereiinis [ errrranaai d vraneians —24,654 -135,724 -22,759F -29,416 | —32,066
3 Merchandise trade balance? ..........oo0viiiiiiiinnne —36,444 -62,012 - 108,281 —25,649 -32,507 —24,557| —29,532} -33,001
4 Merchandise exports ............coviiiiiiiiiiiinnn 211,198 200,745 220,316 ,677 55,530 56,355 55,707 53,245
5 Merchandise imports . ........... .. . ciiiiiiiienn -247,642| -—262,757; -—328,597 -80,326 -88,037 -80,912} —85,239 | —86,246
6 Military transactions, net .......ooviiiiiiiiiiiieeanes =318 —163 -1,765 -593 -150 —575 -212 ~566
7 Investmentincome, netd ...............iiiiiiiiinean. 29,493 25,401 19,109 3,618 3,25 4,003 2,537 5,582
8  Other service transactions, fCt..........ouviiriiensanes 7,353 4,837 819 36. -123 -253 54 —474
9  Remittances, pensions, and other transfers.............. ~2,633 -2,566 ~-2,891 -710 -669 -782 =934 —-841
10 U.S. government grants {excluding military)............. -~5,501 —6,287 -8,522 -1,522 -2,207 -3313¢F -2,2381 -2,511
11 Change in U.S. government assets, other than official
reserve assets, net (increase, ~) .................00ls -~6,131 ~5,006 -5,516 -1,353 -1,369 -734 -850 —849
12 Change in U.S. official reserve assets (increase, —) ........ -~4,965 -1,196 -3,130 -565 -799 -1,109 -233 -356
13 eﬁ?&. ............................................... 0 0 0 0 0 0 0 0
14  Special drawing rights (SDRs) ...................cc.00. ~1,371 —66 -979 —288 -2 -194 ~264 —180
15  Reserve position in International M yFund ........ 2,552 -4,434 -995 -321 -3 -143 281 72
16 FOreign CUMTENCIES ... .....ovvvvinrnnvinennrniensennns ~1,041 3,304 —1,156 44 -197 -772 —250 —248
17 Change in U.S. private assets abroad (increase, ~) -108,121 —-48.84: 11,800 -17,070 20,532 -13,003 78| -1,657
18 Bank-reported claims. . ... -111,070 —29,928 -8,504 -20,186 17,728 —4,933 135 4,350
19  Nonbank-reported claims ........... ,626 -6,513 6,266 1,908 2, 970 1,201 n.a.
20  U.S. purchase of foreign securities, ne ~8,102 =7,007 -5,059 =756 -1,313 —3,663] -2,49%| -1,862
21 U.S. direct investments abroad, net? . 4,425 -5,394 -4,503 1,964 2,021 -5,377 1,876 | —4,145
22 Change in foreign official assets in the United States
(INCFEBSE, +) ... i it iiiniiinacanenns 3,672 5,795 3,424 -4 -686 7,119 -11, 8,154
23 U.S. Treasury securities . .........coouvvuverernienennes 5,779 6,972 4,690 -274 -575 58141 -7,219 8,521
24 Other U.S. government obligations............... .. —694 -476 167 146 8s —67 -307 136
25 Other U.S. government liabilities*. . ............ 684 552 453 553 -139 -197 —462 503
26  Other U.S, habilities reported by U.S. banks. ... - ~1,747 545 663 328 430 2,052 -3,099 -185
27  Other foreign official assetsS. ...........c.ooievniiernns -1350 —1,798 ~2,549 -979 —487 —483 -117 -821
28 Change in foreign private assets in the United States
(INCTeAse, )3, . ... uviiiiiiiniinriieniaiaeiiany 90,775 78,527 93,895 41,816 3,825 26,191 24,915 17,636
29 U.S. bank- Hiabilities ................ 65,922 49,341 31,674 ,970 —5,128 4,481 13,345 326
30 U.S. nonbank-reported liabilities -~2,383 —118 4,284 4, ~2,939 -1,863] -2,655 n.a.
31 Foreign private purchases of U.S. Treasury securities, net 7,052 8,721 22,440 6, 5,058 9,501 2,633 5,291
32 Foreign purchases of other U.S. securities, net.......... 6,392 8,636 12,983 506 1,603 9,380 9,510 7117
33 Foreign direct investments in the United States, net..... 13,792 11,947 22,514 9,289 5,228 4,692 2,082 4,
34 Allocation of SDRS...........ccoviiiniviiinniniiinaans 0 0 0 0 0
35 DISCrepancy .......oeinvnevienriieanivnianines . 32,821 11,513 24,660 1,889 10,997 7,013 16,979 8,883
36 Owing to seasonal adjustments ..................ooc i e Lo —-606 -3,170 4,200 -305 ~578
37  Statistical discrepancy in recorded data before seaso!
BAAIUSUNENL ..., i e ns8U 11,513 24,660 2,495 14,167 2883 17,284 9,461
Memo
Chxm:ges in official assets
38 U.S. official reserve assets (increase, —)............. . ~4,965 -1,196 ~-3,131 -566 -799 -1,119 -233 -356
39 Foreign official assets in the United States
4 Cha (increase, +) o oF ol o Brnoming Conimies 2,988 5,243 2,971 =779 -547 7.316] -10,742 7,651
in Organization of Petroleum xpong‘g' ntries
mm assets in the United States (part of line 22
P T 7,291 -8,283 —4,143 -2,097 453 812{ -2,021 -1,862
41 Transfers under milila%ognm programs (excluded from
lines 4,6, and 10above) .....ovviiiin it 585 194 190 44 45 61 10 15
4. Primarily associated with military sales ts and other tr

381'4 lScasona! factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and

2, Data are on an international accounts (IA) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of cover:re and ﬁming; military
uded in line 6.

exports are excluded from merchandise data and are in
. Includes reinvested earnings.

arra with or through fi

official agencie

s,
5. Consists of investments in U.S, corporate stocks and in debt securities of

private corporations and

state and local governments.

NoTE. Data are from Bureau of Economic Analysis, Survey of Current Business

(Department of Commerce).
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3.11 U.S. FOREIGN TRADE
Millions of dollars; monthiy data are seasonally adjusted.

19858
Item 1982 1983 1984
Jan, Feb. Mar. Apr, May June July

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments .................c...ee 212,193| 200,486 19,142 19,401 17,853 18,446 17,779 17,414 17,438 17,411
2 GENERAL IMPORTS including mer-

chandise for immediate consump-

tion plus entries into bonded

warehouses................0iaes 243,952 258,048 25,933 28,297 27,985 28,129 28,295 28,685 29,425 26,630
3 Tradebalance..............cooovvvnnns -31,759| —57,862 -6,791 -8,896] -10,131 -9,683| -10,516| -11,271| -—11,987 -9,219

Notke. The data through 1981 in this table are reported by the Bureau of Census
data of a free-alongside-ship (f.a.s.) value basis—that is, value at the port of
export. Beginning in 1981, foreign trade of the U.S. Virgin Islands is included in
the Census basis trade data; this adjustment has been made for all data shown in
the table. Beginning with 1982 data, the value of imports are on a customs
valuation basis.

The Census basis data differ from merchandise trade data shown in table 3.10,
U.S. International Transactions Summary, for reasons of coverage and timing. On

3.12 U.S. RESERVE ASSETS
Millions of dollars, end of period

the export side, the largest adjustments are: (1) the addition of exports to Canada
not covered in Cansus statistics, and (2) the exclusion of military sales (which are
combined with other military transactions and reported separately in the *'service
account’’ in table 3.10, line 6). On the import side, additions are made for gold,
ship purchases, imports of electricity from Canada, and other transactions;
military payments are excluded and shown separately as indicated above.
URCE, FT900 **‘Summary of U.S. Export and Import Merchandise Trade"
(Department of Commerce, Bureau of the Census).

1985
Type 1982 1983 1984
Feb. Mar. Apr. May June July Aug.

| X P 33,958 33,747 34,94 34,272 35,493 35,493 38,782 36,088 37,0m 37,154
2 Gold stock, including Exchange Stabili-

zation Fund!..................... 11,148 11,121 11,096 11,093 11,093 11,091 11,091 11,091 11,090 11,090
3 Special drawing rights?3 .. ............ 5,250 5,028 5,641 5,781 5973 5971 6,163 6,196 6,510 6,692
4 Reserve position in International Mone-

tary Fund?, . ............ o 7,348 11,312 11,541 11,097 11,386 11,382 11,370 11,394 11,513 11,490
5 Foreign currencies?................... 10,212 6,289 6,656 6,301 7,041 7,049 7,158 7,408 7,958 7,894

t. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3.13. Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used, The U.S. SDR holdings and reserve position in
the IMF also are valued on this basis beginning July 1974,

3. Ingcludes allocations by the International Monetary Fund of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million on Jan. 1, 1971; $710 million on Jan, 1,
1972; $1,139 million on Jan. 1, 1979; §1,152 million on Jan. 1, 1980; and $1,093
million on Jan. 1, 1981; plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

1985
Assets 1982 1983 1984
Feb. Mar. Apr. May June July Aug.
I DEPOSIts oovvivnirniniiiniiieniinnines 328 190 253 31 853 348 204 310 274 223
Assets held in custody
2 U.S. Treasury securities!............... 112,544 117,670 118,267 115,179 113,332 115,184 116,989 121,755 124,400 123,321
3 Earmarked gold? ..............c0vvnnnn 14,716 14,414 14,265 14,260 14,264 14,264 14,265 14,262 14,251 14,251

1. Marketable U.S. Treasury bills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies.
2. Earmarked gold is valued at $42.22 per fine troy ounce.

Norte. Excludes deposits and U.S. Treasury securities held for international
and regional organizations, Earmarked gold is gold held for foreign and interna-
tional accounts and is not included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Datat
Millions of dollars, end of period

1985

Asset account 1982 1983 1984
Jan. Feb. Mar. Apr. May June July?

All foreign countries

469,712 | 477,090 | 452,205 1 444,953 | 432,796 | 462,009 | 460,344 | 458,1217| 456,889 | 462,707
91,805 115,542 113,435 115,501 119,034 119,925 121,8097( 121,137"| 121,270 !3,‘3)%

1 Total, all currencies. ...
2 Claims on United States

3 Parentbank ,........ .. 61,666 82,026 78,151 79,318 84,084 86,795 86,893 85,606/ 85,261 X

4 Other banks in United States . 30,139 33,516 13,664 13,686 13,737 13,092 14,199 14,101 14,461 14,739
5 Nonbanks?....... } ’ ’ 21,620 22,497 21,213 20,038 20,717 21,4307 21,548 20,609
6 Claims on foreigners. ................. 358,493 342,689 318,710 | 309,119 314,174 | 321,686 3184877 316,319'( 314,874 321,542
7 Other branches of parent bank....... - 91,168 96,004 94,717 87,351 89,184 92,990 90,896 90,421 89,428 90,763
8 Bank ............................. 133,752 117,668 100,328 99,871 104,373 105,258 104,303 102,249 101,441 104,817

24,131 24,517 22,872 22,408 22,186 22,456 812 22,753 22,709 22,724

9 Public borrowers .. 5 g
109,442 107,785 100,793 99,489 98,431 1009827 100,476 100,896) 101,29 103,238

10 Nonbank foreigners

I Otherassets ..........covvvivnanenan 19,414 18,859 20,060 20,333 19,588 20,398 20,048 20,665 20,715 21,778
12 Total payable m U.S. dollars ........... 361,982 | 371,508 | 349,342 | 343,461 351,796 | 354,570 | 381,280 | 349,442 | 8,875 | 344,949
13 Claims on United States .............. 90,085 113,436 111,468 113,250 116,730 117,5600| 119,2197] 118,6877| 118,717 116,416
14 Parentbank ............cooiciiian 61,010 80,909 77,271 78,392 83,074 85,71y 85,760/ 84,635 84,273 82,889
15 Other banks in United States? ......, 29,075 32,527 13,500 13,493 13,464 12,790 13,844 13,708 14,023 14,115
16 Nonbanks? ...............ccoce0nen } ! 4 20,697 21,363 20,192 19,057 19,615 20,344 20,421 19,412
17 Claims on foreigners.................. 259,871 247,406 | 227,303 219,768 224,714 226,968 222,2600| 2208461 220,388 218,749
18 Other branches of parent bank....... 73,537 78,431 78,279 72,326 74,248 77,229 74,652 74,664 74,190 74,063
19 Banks.................oc 106,447 93,332 76,872 75,756 79,217 78,758 76,874 75,642 75,280 75,320

18,413 17,890 17,160 16,994 16,754 17,001 16,976 16,999 16,923 16,667

20 Public borrowers . .
61,474 60,977 54,992 54,692 54,495 53,98y 53,758 53,541 53,995 52,699

21  Nonbank fomimers.

22 0therassets ........oovvvvineininnnns 12,026 10,666 10,571 10,443 10,352 10,042 9,801 9,909 9,770 9,784
United Kingdom
23 Total, all currencies. .................. 161,067 158,732 144,385 146,130 149,534 150,705 148,711 148,285 149,599 151,455
24 Claims on United States .............. 27,354 34,433 27,731 28,783 31,910 29,675 29,930 30,327 31,321 31,142
25 Parentbank ............i.oieniiien 23,017 28,111 21,918 22,296 25,313 23,250 23,23 23,567 23,932 24,370
26 Other banks in United States? ....... 4337|  sam 1429 1,540 1.561 1,511 1,649 1613 1,691 1,525
27 Nonbanks? ................cc0ieee } 4,384 4,947 5,036 4,914 5,045 5,147 5,698 5,247
28 Claims on foreigners. ........covvivens 127,74 119,280 1,772 112,284 112,937 115,889 113,689 1 112,817 113,201 114,827
29 Other branches of parent bank....... 37,000 36,365 37,897 36,367 35,381 35,857 34,036 33,948 34,188 33,539
30 Banks............ccciiiiiiiiinn 50,767 43,382 37,443 39,063 40,961 40,812 41,253 39,910 39,856 40,546
31 Public borrowers., .. 240 5,898 5,334 5,345 5,306 5,186 4,959 4,921 4,966 5,056
32 Nonbank foreigners 33,727 33,‘65 31,098 31,509 31,289 34,034 33,441 34,038 34,191 35,686
33 Otherassets .......oovvvrrneninanres 5,979 5,019 4,882 5,063 4,687 5,141 5,092 5,141 5,077 5,486
34 Total payable in U.S. dollars ........... 123,740 126,012 112,809 112,953 116,232 114,122 111,497 111,303 112,684 110,451
35 Claims on United States .............. 26,761 33,756 26,924 27,807 30,945 28,839 29,0037 29,405 30,372 30,089
36 Parentbank ................. e 22,756 28,756 21,551 21,960 24,911 22,910 22,908 23,27 23,625 23,997
37  Other banks in United States? 4,005 $.000 1,363 1,49 1,498 1,466 1,576 1,491 1,608 1,415
38 Nonbanks? ...... } ' 4 4,010 4,351 4,536 4,463 4,522 4,642 5,139 4,677
39 Claims on foreigners. . 92,228 88,917 82,889 82,161 82,268 82,437 79,505 79,016 79,466 77,446
40  Other branches of 31,648 31,838 33,551 31,899 31,099 31,331 29,05¢/ 29,2300 28,623
4 Banks......... 36,717 32,188 6,805 ,465 28,523 27,982 £ B 27,325 26,349
42  Public borrower: 4,329 4,194 4,030 4,021 3, 3,804 3,533 3,527 3,619 35
43 Nonbank foreigners. 19,534 20,697 18,503 18,776 18,682 19,320 19,108 19,071 19,158 18936
44 Otherassets ........ovvvveneinurinans 4,751 3,339 2,99 2,985 3,019 2,846 2,989 2,882 2,846 2,916
Bahamas and Caymans
45 Total, all currencies................... 145,156 152,083 146,811 141,8M 144,668 147,041 145,006 144,033 143,549 140,785
46 Claims on United States .............. 59,403 75,309 77,296 76,856 76,446 78,886 79,150 78,849 78,049 75,275
47 Parentbank .................0.000 34,653 48,720 49,449 48,892 50,043 53,928 52,996 51,8867 51,171 48,669
48 Other ban.ks in United States? ....... 24.750 26,589 11,544 11,326 11,308 10,761 11,647 11,723 11,999 12,381
49 Nonbanks? ........................ } * v 16,303 16,638 15,008 14,200 14,507 15,2400 14,879 14,225
$0 Claims on foreigners.................. 81,450 72,868 65,598 61,204 64,408 64,339 62,164 61,604 61,959 62,209
51 Other branches of parent bank....... 18,720 20,626 17,661 14,382 16,235 15,685 14,716 15,271 15,645 15,669
............................. 42,699 36,842 30,246 29,230 30,927 31,481 29,887 28,942 28,501 29,240

6,413 6,093 6,089 6,162 6,081 6,349 6,683 6,604 6,642 6,505

52
53 Publlc barrowers . . X 5
13,618 12,592 11,602 11 430 11,165 10,824 10,878 10,787 11L171 10,795

$4 Nonbank forelgners

55 Otherassets .........ovvvvvnivnn.nns 4,303 3,906 3,917 3,774 3,81 3816 3,182 3,580 3,541 3,301
36 Tetal payable in U.S. dollars ........... 139,605 | 145,641 141,562 137,000 | 139,543 | 141,534 139,926 138,724 | 138,581 138,472
1. Beginning with June 1984 data, reported claims held by foreign branches 2. Data for assets vis-a-vis other banks in the United States and vis-a-vis

have been reduced by an increase in the reporting threshold for *shell” branches nonbanks are combined for dates before June 1984,
from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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3.14 Continued

1985
Liability account 1982 1983 1984
Jan. Feb. Mar. Apr. May June July?
All foreign countries

57 Total, all currencies.................. 469,712 477,090 | 452,205 | 444,953 | 452,796 | 462,009 | 460,344 | 458,1217| 456,859 462,707
58 Negotiable CDs3 n.a. na. 37,725 38,804 41,798 40,889 38,94 37,188 37,952 37,683
59 To United States . . 179,015 188,070 146,955 143,663 140,896 145,892 14501171 145,158 147,007 145,959
60 Parentbank ...............00uuet 75,621 ,261 78,111 75,213 72,320 75,952 8807 77.97¢" 79,434 80,221
61  Other banks in United States ....... 33,405 29,453 18,409 18,125 17,832 18,0227 18,841 18,782 19,430 17,032
62 Nonbanks........................ 69,989 77,356 50,435 50,325 50,744" 51,918 50,290 8,400" 48,143 48,

63 To fOreigners .......o.oovvvnuennness 270,853 269,685 247,122 241,538 § 249,619 | 253,642 254,84001  253,7017) 250,748 255,987
64  Other branches of parent bank...... 90,191 90,615 93,206 87,722 89,872 93,978 91,792 91,208" 90,354 92,275
65 Banks..............ieieiiiiiiin. 96,860 92,889 78,203 79,291 84,013 82,670 83,607 81,537 80,496 82,802
66  Official institutions ................ 19,614 18,896 20,281 19,484 19,356 20,831 21,854 21,8277 21,703 20,937
67  Nonbank foreigners................ 64,188 68,843 55,432 55,041 56,378 56,163 57.587 59,129 58,195 59,973
68 Other liabilities ..................... 19, 19,335 20,403 20,948 20,483 21,586 21,553 22,074 21,152 23.078
69 Total payabie in U.S. dollars .......... 379,270 388,291 365,859 357,853 366,084 369,049 368,378 363,4237| 364,685 360,245
70 Negotiable CDs? .................... n.a. n.a. 35,227 36,295 39,544 38,197 35,958 34,216 34,638 33,716
71 To United States,................ i 175,528 184,305 142,943 139,811 137,154 141,558 35 140,5087| 142,084 140,715
72 Parentbank ...................... 73,295 79,035 75,626 72,892 70,084 73,529 73,281 75,352 76,628 7,

73 Other banks in United States ....... 33,040 28,936 17,935 17,587 17,3037 17.47% 18,270 18,209 18,869 16,446
74 Nonbanks ........................ 69,193 76,334 49,382 49,332 49,767 50,553 N 46,947 46,587 47,161
75 To foreigners .........ooovueuniennn, 192,510 194,139 177,638 171,479 178,745 179,066 178,846" 178,856’ 178,651 176 494
76  Other branches of parent bank...... 72,921 73,522 77,222 72,648 74,926 78,441 76,083 75,4767 75,298 5,809
77 Banks,...........oeeiiiiiiiiiian 57,463 7,022 45,131 44,948 48,734 44,871 45,167 44,413 44,694 43 716
78  Official institutions ................ 15,055 13,855 15,773 14,861 14,653 16,049 17,178 17,407 17,278 15,935
79  Nonbank foreigners................ 47,071 51,260 39,512 39,022 40,432 39,705 40,41 41,560 41,381 41,034
80 Other liabilities ..................... 11,232 9.847 10,051 10,268 10,611 10,231 10,224 9,843 9312 9,320

United Kingdom
81 Total, all currencles.................. 161,067 158,732 144,388 146,130 149,534 150,708 148,711 148,288 149,599 181,455
82 Negotiable CDs? n.a. n.a. 34,413 35,455 38,281 37,350 35,326 33,661 34,437 34,094
83 To United States . . PR 53,954 55,799 25,250 27,757 23,439 23,982 23,9847 24,8167 25,477 24,172
84 Parentbank ...................... 13,091 14,021 14,651 16,714 13,763 14,509 14,033 14,2837 14,912 13,439
85  Other banks in United States ....... 12,205 11,328 3,125 3,569 948 2,918 665 2,735 3,57 ,853
8 Nonbanks............coocovienies 28,658 30,450 7.474 7474 6,728 6,555 7,286 7,798 6,994 7,880
87 To foreigners 99,567 95,847 77,424 75,039 80,450 80,722 80,913 81,033~ 81,009 83,480
88  Other branches of parent bank 18,361 19,038 21,63) 20,199 22,146 23,699 21,8877 21,7847 22,565 3,647
89 Banks............ 44,020 1,624 30,436 31,216 33,789 32,003 32,259 31,573 30,852 32,389
90 Official institutions 11,504 10,151 10,154 ,084 374 10,305 11,590 11,260 11,240 10,180
91 Nonbank foreigners 25,682 25,034 15,203 14,540 15,141 14,715 15,177 16,416 16,352 17,264
92 Other liabilities ......... 7,546 7,086 2 7,879 3 8,651 8,488 8,775 8,676 9,709
93 Total payable in U.S, doMars .......... 130,261 131,167 117,497 117,198 120,623 117,984 116,128 115,740 117,331 114,123
94 Negotiable CDs? ., n.a, n.a. 33,070 34,084 37,033 35,719 33,763 32,140 32,72 31,743
95 To United States . . 53,029 54,691 24,108 26,587 22,386 22,481 22,2847 23,1¥ 728 2,259
96 Parent bank , ... 12,814 13,839 14,339 16,349 13,506 14,129 13,569 13,874 14,474 12,782
97  Other banks in United States . 12,026 11,044 2,980 3,420 2,804 , 748 2,500 2,550 ,387 2,687
98 Nonbanks................... s 28,189 29,808 6,786 6,818 6,076 5,604 6,212 6,789 5,867 6,790
99 To foreigners .........ocoevenivennn, 73,477 73,279 56,923 52,954 57,654 56,327 56,4737 56,880" 57,507 56,783
100  Other branches of parent bank...... 14,300 15,403 18,294 16,940 18,772 20,127 18,451" 18,375 19,053 19,640
101 Banks.........oovviuienivnannnnes 28,810 29,320 18,356 17,889 20,022 17,191 17,497 17,417 17,175 17,249
102 Official institutions .. 9,668 8,279 8,871 7,748 7,854 8,734 9,989 9,687 9,648 ,430
103  Nonbank foreigners 20,699 20,277 11,402 10,377 11,006 10,275 10,536 11,401 11,631 464
104 Other liabilities ..................... 3,755 3,19 3,39 3,573 3,550 3,457 3,611 3,507 3,374 3,338
Bahamas and Caymans
105 Total, ali currencles.................. 145,156 152,083 146,811 141,834 144,665 147,041 145,096 144,033 143,549 140,788
106 Negotiable CDs? n.a. n.a. 615 734 953 779 634 436 344 320
107 To United States 104,425 111,299 102,955 98,466 99,200 103,037 100,480 99,370 99,847 98,684
108 Parentbank .........,.... 47,081 50,980 47,162 43,783 43,158 45,373 43,740 45,557 45,731 47,144
109  Other banks United States . 18,466 16,057 13,938 13,320 13,590 13,959 15,112 14,545 14,748 12,979
110 Nonbanks .................... 38,878 44,262 41,855 41,363 42,252 43,705 41,628 39,268 39,368 38,561
111 To foreigners ................. 38,274 38,445 40,320 39,785 41,529 40,367 41,102 41,437 40,621 39,081
112 Other branch parent bank ,796 14,936 16,782 16,014 17,111 16,744 17,179 17,759 16,615 16,645
113 Banks, .. 10,166 11,876 12,405 12,274 12,976 12,562 13,469 12,879 ,600 12,329
114 Official in 1,967 1,919 2,054 2,020 1,992 .8 1.5 .1 1,866 1,941
115 Nonbank foreigners. ... .. o 10,345 11,274 9,079 9,477 9,450 9,177 8,856 8,605 8,540 8.166
116 Other liabilities ..................... 2,457 2,339 2,921 2,849 2,983 2,858 ,880 \7 2,737 2,700
117 Total payable in U.S. dollars .......... 141,908 148,278 143,590 138,200 140,973 143,223 140,945 139,909 139,648 136,820
3. Before June 1984, liabilities on le CDs were included in liabilities to

the United States or liabilities to foreigners, according to the address of the initial

purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period

1985
Item 1983 1984
Jan. Feb. Mar. Apr. May” Juner Julyr
L L P N 177,950 180,856 | 176,883 | 173,38%¢ | 169,815 | 170,865 | 173,637 | 177,673 | 180,306
2 Li nblftles reported by banks in the United States?. . .. 25,534 26,089 23,316 23,420 22,951 22,721 23,103 22,845 21,960
3 U.S. Treasury bills and certificates’....................... 54,341 59,976 56,662 52,474 54,685 57,226 56,691 58,589 60,727
U.S. Treasury bonds and notes
4  Marketable 68,514 69,029 71,557 72,879 67,601 67,004 70,470 73,182 74,693
5  Nonmarketablet . 7,250 5,800 5,800 5,300 5,300 4,900 4,500 4,500 4,500
6 U.S. securities other than U.S. Treasury sec: 22,311 19,662 19,524 19,283 19,238 18,714 18,873 18,557 18,426
By area
7 WesternEuropel ... ... e 67,645 69,789 68,295 67,387 63,746 65,660 67,870 70,248 72,943
SCanada.....cooviininiiiii s 2,438 1,528 1,491 1,136 1,715 1,403 1,558 1,571 2,010
9 Latin America and Caribbean .. ...... 6,248 8,554 7,450 7,278 7,518 7,528 8,072 8,467 8,833
10 ASiB....viiiiiiiii i 92,572 93,951 93,044 91,029 90,721 89,968 90,217 91,445 90,868
Afdea. ... . 958 1,264 1,120 1,397 1,200 1,403 1,262 1,299 1,259
12 Othercountries®. ... .. ......ooiiiiiiieniiiiaiieiinns 8,089 5,470 5,453 5,129 4,915 4,603 4,658 4,643 4,393
1. lncludes the Bank for lntemauonal Settlements, 5. Debt securities of U.S. government cogmratlons and federally sponsored
Pri s, time dep bankers accep and U.S. corporate stocks and bof
cial paper, negotiable time cemﬁcmes of deposit, and borrowings under repur- Includes countries in Oceania and Eastern Europe.
clwse agreements. NOTE Based on Treasury Department data and on data reported to the
Includes nonmarketable certificates of indebtedness (including those pay- Treasury Department by banks (including Federal Reserve Banks) and securities
able in fomgn currencies through 1974) and Treasury bills issued to official dealers in the United States.
msmunons foreign countries.

udes notes issued to foreign official nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in Foreign Currencies
Millions of dollars, end of period

1984 1985
Item 1981 1982 1983
Sept. Dec. Mar. June
| Banks' own liabilities. ................... i 3,523 4,844 5,219 6,227 7.542 8,012 10,150
2Banks’ownclaims..... ..ol 4,980 7,707 7.231 9,290 11,307 12,639 14,012
J DEPOSHE .t e 3,398 4,251 2,731 3,641 4,537 6,148 7,437
4 Otherclaims ... ... .ot 1,582 3,456 4,501 5,649 6,770 6,49] 6,575
$ Claims of banks domestic customers!........... . oo 971 676 1,059 281 569 440 243
1. Assets owned b customers of the reporting bank located in the United Note. Data on claims exclude foreign currencies held by U.S. monetary

States that claims on foreigners held by reporting banks for the accounts authorities.
of their domestic customers.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States

Payable in U.S. dollars
Millions of dollars, end of period

1985
Holder and type of liability 1982 1983 1984
Jan. Feb, Mar. Apr. May June July?
P Allforeigners ...t 307,056 | 369,607 | 406,457 | 399,285 | 408,239 | 413,228 | 410,655 | 410,0447 | 412,772 | 414,868
2 Banks’ own fiabilities . ..............oo.00i ol 227,089 | 279,087 | 306,510 | 301,627 | 311,688 | 317,097 | 312,697 | 315,455 | 316,873 | 317,112
3 Demanddeposits...............oooviiiiiiin 15,889 17,470 19,571 17,975 19,369 18,131 18,295 17,7087 19,425 17,954
4 Timedepositst................coiiiiiiianen 68,797 | 90,632 | 110,292 | 114,169 | 117,097 | 119,228 | 117,787 | 120,682 | 116,213 | 114,075
5 Other........coiiiiiiiiiiiiiiii s 23,184 25874 | 26,099 1 23,507 | 24,99] 25,127 24,338 | 25614/ | 25,746 | 26,221
6 Ownforeignoffices’.......................... 119,219 | 145,111 | 150,547 | 145,977 | 150,211 | 154,611 | 152,277 | 151,4537| 155,488 | 158,862
7 Banks® custody liabilitiesé....................... 79.967 90,520 99,947 97,628 | 93,572 96,128 97,958 95,690 95,899 97,756
8 U.S. Treasury bills and certificates® ............ §5.628 | 68,669 | 75838 | 73,635 | 69,189 | 71,552 | 73,078 | 71,597 73,061 75,396
9  Other negotiable and readily transferable
instruments 20,636 17,467 18,670 18,192 18,068 18,099 18,337 17,690 16,207 16,084
10  Other \ 4,385 5,439 5,802 6,315 6,477 6,543 6,403 6,632 6,276
11 Nonmonetary international and regional
organizations”............... ..l 4,922 8,957 4,083 6,929 5,812 5,908 6,112 6,694 5,709 4,854
12 Banks’ own liabilities......................c.00 1,909 4,632 1,644 3,571 2,092 2,333 3,083 4,389 3,928 3,078
13 Demand deposits. ..........ovveeiiiieiin 106 297 254 417 341 191 167 264 164 134
14 Timedeposits!.................ccooviiinnnns 1,664 3,584 1,102 2,682 936 1,488 2,276 3,747 3,023 2,391
15 Other? ..ot enns 139 750 288 472 815 654 640 377 740 553
16 Banks' custody liabilities®....................... 3,013 1,325 2,440 3,358 | © 3,719 3,572 3,029 2,305 1,782 1,777
17 U.S. Treasury bills and certificates ............. 1,621 463 916 1,921 2,258 2,082 1,434 775 642 767
18  Other negotiable and readily transferable .
imstruments®. ... 1,392 862 1,524 1,429 1,461 1,490 1,593 1,531 1,140 1,010
19 Other....ooivinieniiiiiiiiiiiiciennanes 0 0 4 8 1 0 2 0 0 1]
20 Official fnstitutions® . ............................ 71,647 | 79,876 | 86,065 | 79972 | 75894 | 77,675 | 79947 | 79,794 | 81,434 | 82,687
21 Banks' own liabilities ....................00iin 16,640 19,427 19,039 16,970 17,49 16,777 16,581 17,6027 17,725 17,161
22 Demanddeposits.........................Ll 1,899 1,837 1,823 1,780 1,881 1,923 1,975 1,630 1,891 1,551
23 Timedepositsl........co.iiiiiiiiiiie 5,528 7318 9,374 8,363 8,673 8,469 9,126 8,678 9,000 8,99
24 Other ...ooiiiiiiii i 9,212 10,272 7,842 6,826 6,694 6,385 5.481 7,294 6,833 6,614
25 Banks’ custody liabilities ....................... 55,008 | 60,448 | 67,026 | 63,002 | 358,645 | 60,898 | 63,366 | 62,192 63,710 | 65,526
26 U.S. Treasury bills and certificates® ............ 46,658 | 54,341 59,976 | 56,662 | 52,474 | 54,685 57,226 | 56,691 58,589 60,727
27  Other negotiable and readily transferable

instruments$ 8,321 6,082
28 25

28 Other.....
20 BANKS® ... .o i 185,881 | 226,887
30 Banks' own liabilities, .. .................o0e 169,449 | 205,347
31  Unaffiliated foreign banks ..................... 50,230 | 60,236
2 Demand deposits.................c...... ... 8,675 8,759
kX) Timedeposits! .. ..........oooviiiiiiii 28,386 37,439
34 Other ..o o i 13,169 14,038
35 Ownforeignoffices’..............ocoviiiin. 119,219 | 145,111
36 Banks’ custody liabilities* . ...................... 16,432 1 21,540
37 U.S. Treasury bills and certificates............. 5,809 10,178
38  Other negotiable and readily transferable

instrumentsé .. .......0.ciii 7,857 7,485
K 2 ¢ T 2,766 3877
40 Otherforeigners. ................cooeiiiiennens 44,606 56,887
41 Banks' own liabilities..............coo0i0i e 39,092 49,680
42 Demand deposits............ooeeniiiiiiiiii 3,209 6,577
43 TIMme deposMs. ........coociviniiniiiiiinaeniies 33,219 { 42,290
44 OtherZ ... ... oot i 664 813
45 Banks' custody liabilities*....................... 5,514 7,207
46  U.S. Treasury bills and certificates. .. .. .. 1,540 3,686
47  Other negotiable and readily transferable

instruments® , 3,065 3,038
48  Other 908 483
49 Memo: Negotiable time certificates of

deposit in custody for foreigners ............. 14,307 10,346

6,966 6,287 6,086 6,109 6,007 5,451 5,042 4,705
84 53 85 108 133 50 78 94

248,190 | 241,808 | 250,059 | 257,565 | 252,858 | 251,720" | 254,073 | 256,681

225,341 | 219,231 { 227,722 { 235,132 | 210,426 | 229,794 | 232,247 ] 235,030
74,794 73,284 | 77,512 80,521 78,149 78,341 76,759 76,168
10,556 9,030 9,656 9,154 9,266 8,714 9,847 8,952
47,120 | 48,622 50,993 54,222 51,610 | 52,65¥{ 49,949 49,630
17,118 15,602 16,862 17,144 17,273 16,973 16,962 17,586
150,547 | 145,977 |- 150,211 | 154,611 | 152,277 | 151,453 | 155488 | 158,862

22,848 | 22,575 | 22,336 | 22.433 2,432 | 21926 21,827 21,651
10,927 10,933 10,493 10,602 10,446 10,216 9,745 9,934

7,156 6,527 6,254 6,206 6,235 6,104 6,231 6,330
4,766 514 5,589 5,625 5,751 5,606 5.851 5387

68,119 | 70,849 | 73475 | 73,079 | 7,738 | 72,93¢ | 71,558 70,645
60,486 | 61,855 | 64,604 | 62,855 | 62,608 | 63,670 | 62,973 61,842
6,747 7,491 6.863 7,098 7,522 7,317

52,697 | 54,502 | 56,494 | 55,049 | 54,775 55,603 54,241 53,058
85 606 | 619 943 945 969 1,211 1,468
7,633 8,693 2.871 9,224 9,131 9,266 8,381 8,803

4,020 4,118 1964 4,182 3,973 3915 4,085 3,968
3,04 3,948 4,267 4,29 4,501 4,604 3,793 4,040
590 628 640 748 657 746 704 795

10,476 9,287 9,169 9,412 9,145 9,081 8,679 8,565

1. Excludes negotiable time certificates of deposit, which are included in
“Other ncgotlable and readily transferable instruments.

2. Includes borrowing under repurchase agreements,

3. U.S. banks: includes amounts due to own forcign branches and foreign
subsidiaries consolidated in **Consolidated Report of Condition’ filed with bank

gulatory agencies. A branches, and majority-owned subsidiaries of
foreign banks: principaily amounts due to head office or parent foreign bank, and
‘f_om{xn gta.rl:(cbea. agencies or wholly owned subsidiaries of head office or parent
oreign bank.

4. Financial claims on residents of the United States, other than long-term
securities, held by or through reporting banks.

. 5. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to officipl institutions of foreign countries.

6. Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

7. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks.

8. Foreign central banks and foreign central governments, and the Bank for
International Settlements. .

9. Excludes centrai banks, which are included in “‘Official institutions.”
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1985
Area and country 1982 1983 1984
Jan. Feb. Mar. Apr. May June Julyp

TTotal ..o e 307,056 369,607 | 406,457 | 399,255 | 405,239 | 413,225 | 410,655 | 411,1447| 412,772 | 414,868
2 Forelgncountrdes.................coiviiiian. 302,134 | 363,649 | 402,374 | 392,326 | 399,428 | 407,320 | 404,544 | 404,4517| 407,063 | 410,013
FEUOPE oo oiee i e e e 117,756 1 138,072 [ 152,553 | 149,304 | 152,221 | 151,660 | 149,108 | 151,2197| 153,782 | 154,806
4 AUSITA ......eoiiniiiiiiiiiaia., 519 585 615 734 625 670 537 627 563 561
5 Belgium- Luxembourg 2,517 2,709 4,114 4,000 4,638 4,797 4,795 4,619 4,989 5,684
6 Denmark ....... 509 466 438 452 530 452 557 494 727 747
7 Finland . 748 531 418 425 735 804 476 604 32 395
8 France... 8,171 9,441 12,701 11,908 12,430 12,782 13,627 14,1787 13,849 15,228
9 GEeIMANY.......c.ovvuineneenainanns 5,351 3,599 3,358 3,586 ,258 923 3,539 3,727 4,003 4,394
10 Greece........ooovniiiiininnainiin, 537 520 699 615 83 730 649 585+ 605 589
1 Ttaly......oooiiiiiiiiiiii, 5.626 8,462 10,757 9,477 9,108 8,412 7.895 8,467" 9,276 9,624
12 Netheriands .................... 3,362 4,290 ,799 4,663 4,622 4,934 4,448 4,685" 4,376 4,691
130 NOrway......oooviienniiniinnninn, 1,567 1,673 1,548 1,712 1,635 1,889 2,138 1,9947 1,397 1,182
14 Portugal.............cooiiiiiiiiiiin, 388 373 597 570 614 718 698 665 635 658
IS Spain..........cooiiiiiiiiiiiiin 1,405 1,603 2,082 2,016 1,887 2,079 2,000 2.030 2,015 2.114
16 Sweden...........coviiiiiiiiiiiiin 1,3% 1,799 1,676 2,133 1,486 1,667 1,901 1,689 2277 2,557
17 Switzerland......................L 29,066 32,246 31,054 31,437 31,580 30,421 30,059 29,706/ | 29,547 28,401
18 Turk:g ..................... 296 467 584 495 501 527 384 63 653
19 United Kingdom ................... 48,1727 60,683 68,711 68,039 70,269 70,289 68,239 69,779] 70952 70,242
20 Yugoslavia .....................e 499 562 602 545 602 671 648 585 72 626
21  Other Western Europe! ............... 7,006 7,403 7,184 5,855 6,628 6,286 5,790 5.877" 6,241 5,980
22 USSR ..o 50 65 79 66 60 94 125 67 31 72
23 Other Eastern Burope?................ ... ... 576 596 537 575 431 517 458 614 408
24 Canada ... e 12,232 16,026 16,048 16,331 18.263 17,228 17,006 16,214 15,874 16,284
25 Latin America and Caribbean. ................... 114,163) 140,088 | 153,577 151,374 154,828 157,708 156,803 157,071 158,316 158,915
Argentina ............ . 578 ,038 424 ,523 4,354 4,551 4,664 4912 5,088 5,325
27 Bshamas . 44,7441 55818 897 55,580 56,928 ,600 59,069 58,195 406 55,662
28 Bermuda 1,572 2,266 2,370 706 3410 799 3,159 3,192 249% 2,381
29 Brazil........ 2,014 3,168 5,332 4,920 6,143 4,656 4,743 5,376 5,187 5,727
30 British West In 26,381 34,545 36,747 35,265 35,171 36,593 35.765 35,489 38,967 40,654
31 Chile .....oociiiii 1,626 1,842 ,001 1,948 1.916 1,897 1,909 1,922 1,870 1,910
32 Colombia.........o.ovvvviiiiiiinn 2,594 1,689 2,514 2,356 2,453 2,540 2,401 2,452 2,526 2,421
33 Cuba.......cociiiiiiiiiii, 9 8 10 26 8 6 6 7 6 10
34 Ecvador ................oiiiieiae 455 1,047 1,092 912 981 1,024 1,022 987 1,004 1,046
35 Guatemala................co0oen 670 788 896 920 915 950 955 979 963 972
36 Jamaica.............o.eiiiiiiiiinn, 126 109 183 157 182 163 154 146 123 194
37 MEXICO .. oo iviiiiiii 8,377{ 10,392 12,506 13,254 13,000 13,240 13,202 13,658 13,532 13,406
38 3,597 3,879 4,153 4,346 4,662 4,576 4,383 4,439 4.2 4,056
39 4,805 5.924 6,951 6,884 7,177 488 7.584 7.570 7427 7427
40 1,147 1,166 1,266 1,151 064 1,132 1,077 1,162 1,168 1,113
41 759 1,244 1,394 1,485 1,413 1,443 1,461 1,492 1,415 1,459
42 8.417 8,632 10,545 10,667 10,740 10,649 10,791 10,696 10,471 10,853
43 3,291 3,535 1297 4,275 431 4,401 4,458 4,3% 4,465 4301
44 Asia 48,716| 58,570 71,18 66,522 64,981 72,095 73,233 71,509 | 70,316 71,752
45 203 2149 1,153 1,075 1,068 980 912 698 886 939
46 2,761 4,051 4,975 5,098 5,187 5,306 5,242 5,381 5,545 5,849
47 4,465 6,657 6,594 6,558 6,648 6,937 7.091 7.360 7,989 7,900
48 433 464 507 559 728 738 554 546 569 555
49 857 997 1,033 1,136 914 1,052 1,104 1,031 1,118 1,463
50 606 1,722 1,268 1,003 994 941 873 9887 1,083 1,010
51 16,078 18,079 21,586 21,662 22,551 24,540 22,683 22,688 21,104 23,058
52 692 1,648 1,724 560 584 1,526 1,595 1,598 1,705 1,403
53 770 1,234 1,383 1,327 1,113 1,102 1,223 1,305 1,443 1,334
54 629 747 1,257 1,161 1,050 1,384 1,141 1,167 1,063 984
58 13,433 12,976 16,804 15,965 15,202 16,391 16,373 16,316 15,051 15,412
56 ,789 9,748 12,831 9417 945 11,200 14,441 12,430 12,790 11,845
57 Africa 3,124 2,827 3.396 3,170 3,561 3,476 3,517 3,429 3.920 3,381
58 432 671 647 541 637 715 747 618 745 882
59 81 84 118 115 116 167 155 189 161 98
60 South Africa...................coounu, 292 449 328 376 Ky 244 339 273 332 181
6] Zaire ........ociiiiii i 23 87 153 76 79 100 128 124 170 87
62  Oil-exporting countries? .. ............... . 1,280 620 1,189 1,186 1,450 1,346 1,177 1,114 1,497 1,099
63 Other Africa...............coooiviiiiiiennen 1,016 917 961 876 910 903 969 1,112 1,015 1,034
64 Other countries . ...........cociveiiiainaennnn, 6,143 8,067 5,684 5,624 5,574 5,152 4,877 5,009 4,854 4,875
65 Australia . 5.904 7,857 5,300 5,248 5.017 4,743 4,456 4,608 4,462 4,364
66  All other 239 210 384 7”7 557 409 422 401 392 511

67 Nonmonetary international and regional
organizations ................ i 4,922 5.957 4,083 6,929 5.812 5,905 6,112 6,694 5,709 4,854
68 International...... heies . 4,049 5.273 3,376 6,165 4,935 5.132 5,247 5,636 4,698 3,802
69  Latin American regional . 517 419 587 600 580 632 706 834 80! 782
70  Other regional® ......... 357 265 120 165 296 141 159 224 203 270

includes Eastern European countries not listed in line 23.

2. Beginning April 1978 coanscs Bulgaria, Czechoslovakia, the German
Democratic Republic, Hungary,
3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

oland, and Romania.

United Arab Emirates (Trucial States).

1. Includes the Bank for International Settlements. Beginning April 1978, also

4. Comprises Algeria, Gabon, Libya, and Nigeria.

5. Asian, African, Middle Eastern, and European regional orgamzauons.
except the Bank for International Settlements, which is included in ‘“‘Other
Western Europe.”



A60 International Statistics 33 November 1985

3.18 BANKS’ OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars

Millions of dollars. end of period

1985
Area and country 1982 1983 1984
Jan. Feb. Mar. Apr. May June Julyr
PTotal ... . 355705 391,312 | 398,558 | 387.050 | 393,212 | 396,898 | 390,022 | 390.9927| 395,596 | 390.506
2 Foreigncountries . .............................. 355,636 391.148 | 397.884 | 386.126 | 392912 | 396,658 { 389,942 | 390.178"| 394.926 | 390,232
JEUIOPE ..o 85.584 91.927 97.917 96.068 98.019 101,759 99,427 99.997 100.790 100.374
4 Austria .............. 229 401 433 339 367 484 519 552 536 815
5 Belgium-Luxembourg. . 5.138 5.639 4,794 4.683 5.097 5233 S.61 5,264 5.247 $.73%
6 Denmark............. 554 1,275 648 589 589 638 601 560 474 503
7 Finland . 990 1.044 898 817 907 826 804 700 896 875
8 France.. 7.25% 8.766 9.117 8.642 9.627 10.042 10,273 10.462 9.969 10.006
9  Germany 1.876 1.284 1313 1.001 945 §.072 1.008 1,018 1,218 1.107
10 Greece.... 452 476 817 896 840 848 907 921 1.002 947
11 haly........ 7.560 9.018 9.079 8.040 8.481 8.711 8.256 7.798 7.518 7.600
12 Netheriands . 1.425 1.267 1.35) 1,480 1.49%0 1.348 1.401 1.040 §.339 1,142
13 Norway..... 572 690 675 651 808 621 748 753 750 709
14 Portugal. 950 Lil4 1.243 1.212 1.286 1.186 1.151 §.158 1,156 1.151
15 Spain..... 3,744 3.573 2.884 2.858 3,135 2978 2.890 2.587 2.699 2,388
16 Sweden ..... 3.038 3358 2.220 2.497 2.586 2342 2.338 2477 2072 2.714
17 Switzerland. . e 1.639 1.863 2123 2.308 2,110 1.921 1.843 1,631 2231 2,635
18 Turkey......... e 560 812 1.130 1.232 1,158 1,172 1.147 1.162 1.208 1.313
19 United Kingdom ........................ 45781 47364 55,184 54.843 54.648 58.381 56.199 57812 58.218 56.411
20 Yugoslavia ......... . 1.430 1.718 1.886 1.862 §.783 1.793 1.892 1.940 1,958 1972
21 Other Western Europe! 368 477 596 671 679 642 640 760 776 689
2 SSR . 263 192 142 118 178 203 245 312 297 275
23 Other Eastern Eusope™. .. ............ ... ...... 1.762 1.598 1.382 1,329 1.308 1.317 1.404 1.393/ 1.255 1.383
24 Canada .. ...l 13.678 16.341 16.057 16.363 19,082 18.766 18.349 17.891 17.856 16.695
25 Latin America and Caribbean. . ........... ... ..., 187969 205491 | 207.561 | 199.474 | 200,736 [ 202.808 | 199.034 | 201.104’| 203.642 | 200,794
26 Argentina ................ R . 10.974 11.749 11.043 11.453 11.280 11.162 11.163 11.346 11.422 11,457
27 Bahamas............................ 56,6491 59.633 57.904 54.405 54.548 57.608 55.526 56.763 | 59,104 55.648
28 Bermuda.......................... .. 603 566 592 601 448 464 633 506 581 405
29  Brazil..... 23.271 24,667 26.318 25.886 26.146 26.124 26,207 26,434 26,567 26.583
30 British West Indies 29.104 35.527 38.077 35.368 36.806 36.299 35,503 36,050 36.344 37.277
k3| ile ...l 5513 6.072 6.839 6.746 6.713 6,775 6,676 6.634 6.675 6.663
32 Colombia. . 3.211 3.745 3.499 3.369 3.406 33 3.246 3.270 3207 3230
33 Cuba..... 3 0 1] 0 1 0 0 0 0 0
34  Ecuador .. 2.062 2,307 2.420 2477 2.489 2470 2.467 2.487 2.495 2,450
35 Guatemala® 124 129 158 154 157 154 154 149 145 152
36 Jamaica® .. 181 218 282 242 283 233 223 237 227 234
37 Mexico ..... .. 29,5521 34.802 34.824 34.066 33.660 33,410 32,554 32,748} 32412 32.214
38  Netherlands Antilles. 839 1.154 1.350 1.273 1.393 1.254 1,319 1.386 1.249 1.110
39 Panama........ 10.210 7.848 7.707 6.864 7.071 7.083 7.039 6.751 6.856 7.005
40  Peru...... 2,387 2,536 2.384 2414 2337 2,345 2.353 2.310 2.2% 2,238
41 Uruguay .. 686 977 1.088 1.053 1.021 1,019 1.014 1.013 1.013 1,007
42 Venezuela.................... ... . 10.643 11,287 11.017 10.968 10.929 10.956 10.804 10.947 10,996 10.991
43 Other Latin America and Caribbean............ 1.991 2277 2.09% 2,335 2077 2.139 2,154 2,072 2,061 2,129
44 ASia. ... 60.952 67.837 66.278 64 387 65.351 63.595 63.430 65,788 63,374 63,334
China

45 Maidand............. . 214 292 710 507 741 650 5N 543 360 635
46 TFaiwan. . .. 2.288 1.908 1.849 1.745 1.827 1,954 1.937 1,641 1.716 1,540
47  Hong Kong. . 6,787 8.489 7.283 6,801 7.351 6.639 6.897 7.29 7.228 7,497
48 India ....... 222 330 428 299 354 284 307 270 310 75
49  Indonesia . . . 48 805 734 710 780 780 704 701 682 627
50 Msrael ... 2.029 1.832 2.088 1,993 2.041 1.941 2.004 2.038 2.599 2,056
S Japan...........o..ooooil 28.379 30.354 29.059 28.495 29.092 28,008 26,594 25.407 26.522 26.406
52 Korea ...... 9.387 9.943 9,285 8.799 8.813 9,298 9.434 9.127 9.11s 9.712
53 Philippines 2,625 2,107 2.550 2.49% 2.560 2.435 2.360 2.384 2452 2,454
$4  Thailand .. .. 643 1.219 1,128 1123 1.076 1,008 939 852 862 750
55  Middle East oil-exporting countries® S 3.087 4.954 5.044 5.004 4.856 4.708 5.509 5.546 5.120 5315
56 Other Asia .................................. 4.943 5.603 6.126 6411 5.860 5,895 6.171 5.989 6.411 5.967
ST Africa ... 5.346 6.654 6.615 6.536 6.376 6.221 6.299 6.203 6.07] 5978
58 Egypt..... 322 747 728 668 584 674 629 612 626 606
59 Morocco 353 440 583 552 582 584 5958 577 592 596
60  South Africa. 2.012 2,634 2,795 2,791 2.666 2.420 2.508 2.497 2.519 2.42)
6] Zaire .............. 57 n 18 4] 29 24 24 24 24 24
62 Oil-exporting countries®. ... ..... .. ... e 801 1.073 842 &12 791 R19 893 871 740 743
63 Other.............. ... . 1.802 1.727 1.64Y 1.672 1.724 1.700 1.651 1.62) 1.570 1.589
64 Othercountries ................................ 2,107 2.898 3.456 3.297 2348 3.510 3.403 3,194 3192 3.057
65  Australia. ... 1.713 2,256 2,778 2,593 2.635 2.824 2,758 2.53¢ 2.506 2.320
66 Altother................ ... ... 394 2 67K 704 3 686 648 658 686 737

67 Nonmonetary international and regional
organizations® ... .. ... L 68 164 674 923 300 240 &0 K1 670 275

1. Includes the Bank for International Settlements. Beginning April 1978. also
includes Eastern European countries not listed in line 23,

2. Beginning April 1978 comprises Bulgara. Czechoslovakia. the German
Democratic Republic, Hungary. Poland. and Romania.
3. Included in “"Other Latin America and Caribbean™ through March 1978.

4. Comprises Bahrain, lIran. lrag. Kvwast. Oman. Qatar, Saudi Arabia. and
United Arab Emirates (Trucial States)

5. Comprises Algeria. Gabon. Libya. and Nigeria. .
6. Excludes the Bank for lInternational Settlements. which is included in

“Other Western Europe.”™

Not1i. Data for period before April 1978 inciude claims of banks™ domestic

cusiomers on fmelgners.
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS' CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars. end ot period

1983
Type of claim 1982 1983 1984
Jan. Feb. Mar. Apr. May” June July?
I Total ..................... 396,015 426.215 B4 430544 | Lo Ll 250181 ...
2 Banks’ own claims on foreigners. ... .. 35 91312 398,538 393.212 396,898 390.022 390,992 395,596 390.506
3 Foreign public borrowers . .. .. L 37.569 61473 61.828 61.676 60.972 61.673 61.136 61.147
4 Own foreign offices'........ | 146.393 136.202 34.524 157, 931 135,144 156,989 162456 £58.007
5 Unaffiliated foreign banks . . . { 123,837 123,791 BES 119,369 119,108 118.204 117.642
6 Deposits ............ . 47.126 48,164 49,672 147,664 48.096 47.898 48.931
7 Other......... e 76.711 73624 71473 71.706 7o 70,306 68.710
8 All other foreigners ......... ... .... 63514 S92 §5.143 54.536 hE 4 33,800 5371
9 Claims of banks’ domestic customers? . . 40.310 34.903 R I 33646 | ... 94221 ..
10 Deposits ........................... 2491 2.969 R L I 3871 | ... 2870 ...
11 Negotiable and readily tra
instruments®. .. ... 30.763 26.064 BBOS | 457 | ... 20064 1 L
12 Outstanding collections and other
claims ... 7.056 5.870 A e SA98 ) | S488 L L
13 Memo: Customer liability on
ACCEPLARCES . . ..o 38,153 37718 ee7 | 35204 ) ..o oL 369 ...
Dollar deposits in banks abroad. re-
ported by nonbanking business ¢n-
terprises in the United States? . ... 42,499 46.217 40.096 3.1 40.2617 39.70% 39375 37.393 36.012 n.a.

U.S. banks: mcludes amounts due from owa foreign branches and foreign
subsldmnes consolidated in **Consolidated Report of Condition”" filed with bank
regulatory agencies. Agencies. branches. and majoritv-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bunk,
and foreign branches. agencies. or wholly owned subsidiaries of head office or
parent foreign bank.

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

¥, Principally negotiable time certificates of deposit and bankers acceptunces.
Includes demand and time deposits and negotiable and nonaegotiable
urlm&.dlc\ of deposit denominated in U.S. dollars issued by banks abroad. For
description of changes in data reported by nonbanks, see luly 1979 BULLETIN,
p. 350
Nore. Beginning April 1978, data for banks” own claims are given on @ monthly
basis. but the data for claims of banks® own domestic customers are available on a
quarterly basis only.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars

Mitlions of dollars. end of period

1984 1985
Maturity: by borrower and area 19814 1982 1983
Sept. Dec. Mar. Juner
ETotal ..o 134,590 228,150 243,715 240,590 243.170 239,222 230,714
By borrower
2 Maturity of 1 year or less! . 116,394 173917 176,158 162,802 165,321 164.883 158.090
3 Foreign public borrowers ... .. 15042 25 21.086 22041 23.496 23.864
4 All other toreigners .......... .. .. 101, 232 141,716 143,180 141.387 134.227
5 Maturity of over | year!. . ... . M 77788 TT.84Y 74.339 72.623
6  Foreign public borrowers .. .. 37 38.571 39.672 38.088 37.133
7 Al other foreigners ... . 303 h 036 39217 W77 36.251 35.490
By area
Malumy of 1 year or less!
8 28,130 36,117 56741 58173 60.269 55,448
9 4,662 6211 S.841 3978 7.481 6.098
0 8717 73.660 61,449 60825 60.071 63.370
1 3488 34403 32.268 11438 30,651 27.426
12 2457 4,199 4,798 4442 4.109 3.976
13 943 1.569 1.7035 1468 2301 1772
Maturity of over | vear!
14 Europe R 100 11.636 13.376 11.249 9,390 8.545 8588
15 Canada.. 1.80% 1931 1.857 1,801 1.890 2116
16 Latin America and 25209 33247 43,888 36,625 57.834 2 53141
17 Asia ...... 1.907 RN L5 4.850 5106 5.386 . 5.196
18 Africa uen 1494 2.286 1.857 2,033 1.963 2002
i9  All other- 272 740 1,108 1.150 1116 1.043 1.584

. Remaining time to maturity.
. Includes nunmonetary international and regional organizations.

to—
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!

Billions of dollars, end of period

Area or country 1981

1982

1983 1984 1985

June | Sept. Mar. | June? June?
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1. The banking offices covered by these data are the U.S. offices and foreign
branches of U.S.-owned banks and of U.S, subsidiaries of foreign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks. To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. office or another

foreign branch of the same banking institution. The data in this table

Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well
as Bahrain and Oman (not formally members of OPEC).

3. Excludes Liberia.

4. Includes Canal Zone beginning December 1979.

s. Foreign branch claims only.

6. Incl New Zealand, Liberia, and international and regional organiza-

foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims

of U.S. offices in table 3.18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches).
2. Besides the Or¥amzation of Petroleum Ex

ually, this group includes other members of OPEC (Algeria, Gabon, Iran, Iraq

f

rting Countries shown individ-

»

tions.

7. Beginning with Junc 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for *'shell”” branches
from $50 million to $150 million equivalent in total assets, the threshold now
applicable to all reporting branches.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States!

Millions of dolars, end of period

1984 1985
Type, and area or country 1981 1982 1983
Mar. June Sept. Dec Mar.?
) T A N 28,618 27,512 28,215 29,551 3,248 30,738 28,808 28,198
2 Payable i indollars ..o 24,909 24,280 2,195 26,314 31,050 271,934 25,935 22,517
3 Payable in foreign currencies ..........c.oiiiiiiiiiin, 3,709 3,232 3,020 3,237 3,198 2,804 2,873 2,678
By oype
4 Financial liabilities ...................oooooo 12,157 11,066 10,441 14,247 18,574 15,879 13,951 10,708
5 Payableindollars ............oooiiiiiinn 9,499 8,858 8,662 12,229 16,532 14,082 12,084 8,953
6 Payable in foreign currencies .................col 2,658 2,208 1,779 2,018 2,043 1,797 1,868 1,751
7 Commercial liabilities 16,461 16,446 14,774 15,304 15,674 14,859 14,857 14,490
8  Trade payables . 10,818 9,438 7,765 7 893 897 6,900 6,990 6,961
9  Advance mcenpts and other li 5,643 7,008 7,009 7411 7 776 7.959 7,867 1529
10 Payableindollars .................. .. 15,409 15,423 13,533 14,085 14,518 13,852 13,851 13,563
11 Payable in foreigh currencies .............covuvunn 1,052 1,023 1,241 1,219 1,158 1,007 1,006 927
areq or country
Financial labilities

D I - (- 6,825 6,501 5,710 7,158 7,335 6,679 6,798 5,814
13 Belgium-Luxembourg..............ocivviiiinnn 471 508 302 428 359 428 471 298
14 FranCe. ..ot e e 709 783 843 956 900 910 995 876
15 Germeany . . 491 467 502 524 N 521 489 441

16 Netherlands . 748 i 389 537 598 595 578
17 Switzerland. . 718 792 486 641 563 514 569 521
18 United ngdom ............................... 3,565 3,102 2839 3,841 4,097 3,463 3,389 2,847
963 746 764 795 735 825 863 813
3,356 2,751 2,607 4,912 9,017 6,780 4,576 2,606
{, 904 751 1,419 1,642 2. 1,423 853
7 14 13 51 13 10
22 28 32 37 25 33 35 29
1,241 1,027 1,018 2,635 4,546 3,250 2,103 1,489
102 121 213 243 237 260 367 25
98 114 124 121 124 130 137 3
976 1,039 1332 1,355 1,462 1,366 1,682 1,450
™2 7158 898 947 1 0I3 1,085 1,121 935
75 169 170 170 144 147 116
14 17 19 19 16 16 14 12
0 [ 1} 0 0 I 0 0
24 12 10 9 9 14 19 10
33 BUIOPE ...ovvrritinti ittty 3,770 3,831 3,245 3,567 3,409 3,961 3,987 3,486
kel . 71 52 62 40 45 34 48 37
35 573 598 437 488 528 430 438 401
36 545 427 417 501 558 619 553
37 220 9 265 239 245 272
38 424 241 477 246 405 257 233
k24 1,027 732 847 794 1,133 1,082 734
40 897 1,495 1,841 1,776 1,840 1,906 1,975 1,727
41 1,044 1,570 1,473 1,807 1,705 1,758 1,871 1,698
42 2 14 17 11
43 67 17 67 158 124 116 114 112
4 67 68 3 124 101
43 2 32 6 33 5 8 2 21
46 340 436 5858 682 s68 641 586 654
47 276 642 432 560 630 628 636 395
48 9,384 8,144 6,741 6,620 6,989 5,569 5,307 5,782
49 1,094 1, 226 1,247 1,291 1,238 1,429 1,256 1,241
S0 7,008 5,503 4,178 3,735 4,190 2,364 2, m 2,786
S1 703 753 553 539 684 597 588 727
52 344 277 167 243 217 251 233 255
$3 664 651 921 995 1,046 1,068 1,128 1,070

. For & description of the ch in the International Statistics tables, see 3. Comprises Algeria, Gabon, Libya, and N\gem
Ju 2y 1979 BULLETIN, P. 550. 4, lncludel nonmonetary inter

Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabis, and 5. Revisions include a mclnsslﬁcahon of transactions, whlch also affects the

United Arab Emirates (Trucial States), totals for Asia and the grand total
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!
Millions of dollars, end of period

1984 1985
Type, and area or country 1981 1982 1983
Mar June Sept. Dec. Mar.»
| T 36,185 28,728 3,951 33,767 nm 30,545 29,531 23,221
2 Payableindollars ... 32,582 26,085 31,856 30,919 28,996 27,754 26,934 25,679
3 Payable in foreign currencies . ........ocoevieerenne. ,603 2,640 ,096 2,848 2,982 2,792 2, 2,542
By type
4 Financial claims ...........ooiiiiiiiiiiii e enia. 21,142 17,684 23,821 22,904 21,529 20,157 18,940 17,935
5 T T 15,081 13,058 18,375 17,657 16,410 15,376 14,307 13,941
6 ayable indollars .................... .0 s 14,456 12,628 17,872 17,228 15,888 14,936 13,887 13,462
7 Payable in foreign currencies ........ 625 430 503 432 522 420 479
8  Other financial claims........... 6,061 4,626 5,445 5,247 5,120 4,781 4,633 3,994
9 Payable indollars ............ 3,599 2,979 3,489 3,502 3,359 3,088 3,1 2,430
10 Payable in foreign currencies . . 2,462 1,647 1,936 1,745 1,761 1,693 1,442 1,565
i1 Commercial ciaims . 15,043 11,041 11,131 10,864 10,448 10,389 10,591 10,286
12 Trade receivables 14,007 9,994 9,721 9,540 9,105 8,885 9,110 8,762
13 Advance payments 1,036 1,047 1,410 1,323 1,343 1,503 1,481 1,524
14 Payableindollars ...............coviiiiiieieennnn 14,527 10,478 10,494 10,193 9,749 9,729 9,856 9,787
15 Payable in foreign currencies ....ovovienraeienaans s16 563 637 671 699 659 499
area or country
Financial claims
BULOPE .o vviiii i 4,596 4,813 6,448 6,351 6,434 5,679 5,604 5,614
17 Belgium-Luxembourg. ..........cvvviveieiinens 43 15 37 30 37 15 15 29
18 FIANCE. . .coviiriinerisisiss i eeines 285 134 150 171 151 146 114 86
19 GEIMANY ...ttt et arnareenanaes 224 178 159 144 161 187 224 276
20 Netherlands ........oooovvniiiiiiiiniinenenns 50 97 7 2 158 62 66 72
21 Switzerland. . ... e 117 107 38 115 61 64 66 46
2 United Kingdom ..............ooiiiiiiennnns 3,546 4,064 5,781 5,651 5,613 4973 4,721 4,901
23  Canada 6,755 4,377 6,166 5,684 5,290 4,480 4,006 3,945
24 Latin America and Caribbean 8,812 7,546 10,150 9,871 8,562 8,825 8,045 7,322
25 Bahamas 3,650 3,279 4,745 3,953 3,255 3,382 3,270 2,956
26 Bermuda . 18 32 102 3 1 s 6 36
27 Brazil. . 30 62 53 87 83 84 100 98
28 British We: 397 3,255 4,163 4,925 4,3947 4,488 3,905 3,641
29 Mexico 313 274 91 279 230 232 215 201
30 Venezuel 148 139 134 130 124 128 125 102
31 Asia..... 758 698 764 757 977 961 856
2 Japan 366 153 297 313 321 kgl 353 509
3 Middle East oil-exporting countries? 37 15 4 7 8 7 13 6
34 Africa 173 158 147 144 158 160 210 101
35 Oil-exporting countriesd..........oooviiveiienn 46 48 55 - 42 35 37 85 32
36 Alother ..........oviuiiiieiericiirninsenaenas 48 3 145 96 109 113 114 97
Commercial claims
A T T 5,405 3,826 3,670 3,610 3,555 3,570 3,812 3,369
38 Belgium-Luxembourg. . .........ovevcrivrrennnns 234 151 135 173 142 128 149
39 PranCe. . vovviervnreeniinrnironorsnenrnresuins 776 474 459 413 408 411 375
40 GEMMABNY . .o v v v iarairraranrassnaes 561 357 349 365 447 370 374 359
41 Netherlands ........c.oovvuiiiieiieiiiniinena., 299 350 334 310 306 303 340 345
42 Switzesland. . ... ... 431 30 7 336 250 289 N 253
43 United Kingdom ..........c.oiiiiiniineninnnns 985 811 809 787 812 891 1,063 872
4 CaNada ..o e 967 633 829 1,061 933 1,026 1,021 1,248
45  Latin America and Caribbean. . 3,479 2,526 2,695 2,419 2,042 1,976 1,973 1,913
46 Bahamas 12 21 8 8 4 14 8 9
47 Bermuda 223 261 190 216 89 88 115 164
48 Brazil. . 668 258 493 357 3t0 219 214 210
49 British W 12 12 7 7 8 10 7 6
50 Mexico ... .. 1,022 778 884 745 577 595 583 493
51 Venezuela......oovviiiiiiiiiiiiiiiiiii 424 351 272 268 241 245 2 193
52 AL .. i e 3,959 3,050 3,063 2,997 3,085 2,884 3,086 3,012
53 JAPAN . .ottt e 1,245 047 1,114 1,186 1,178 1,080 1,191 1,154
54 Middle East oil-exporting countries?,............. 905 751 737 701 710 703 8 693
55 rica ..... LR Tt R L L R R R R R PO 772 588 588 497 536 595 470 522
56 Oil-exporting countries3. ...........oiveieninn.. 152 140 139 132 128 135 134 177
57 Allothert .........ooiiiiiiiiiiiii i 461 417 286 280 297 338 229 221
For a description of the changes in the International Statistics tables, sce 2 got'ngrises Algeria, Nigeria.

1.
Jul}/ 1979 BULLETIN, p. 550.

Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

Gabon, Libya, and
i ional and

Yy inter

regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars

1985 1985
Transactions, and area or country 1983 1984
}ﬂﬁ;_ Jan. Feb, Mar. Apr. May June July?
U.S. corporate securities
Stocks

1 Foreign purchases................covvuivinennes 69,770 60,473 | 43,680 5,026 7,125 6,303 5,106 6,476 6,462 7,181
2 FOreign 8ales . ......vuviiiniuvinninneniennenne. 64,360 63,388 43,686 5,726 7,180 6,748 5,07 6,371 6,068 6,522
3 Net purchases, orsales (=) ...................... 5410 | -2,91% -5 -700 -56 ~445 36 106 394 659
4 Farelgncountries. ........................c.c0000 5312} -3,030 -39 -n7 -51 ~402 2 149 396 559
S BUIOPE ..ottt 3979 -2,97%1 -1,380 —558 -218 -582 -161 -269 0 336
6 FIBNCE.........covviiiiiiiiirianiieiinanens -97 —405 -9 -19 —41 -13 24 17 26 ~3
T Germany........coiiiiiiiiiiiiiiiiies 1,045 -50 -165 -134 -109 -113 23 B 5 126
8 Netherlands ..............coocovieiiniiniinnn, -109 -315 —-357 -44 -108 -129 16 -48 -86 42
9 Switzerland. ... 1,325 | -1,490 -455 -159 -133 -122 —~48 -81 49 38
0 UnitedKingdom .............coovviiiiiann. 1,799 -647" —496 -178 129 -195 -191 -214 48 104
Il Canada .....0vviiei i e 1,151 1,673 260 49 168 -2 33 9 -62 66
12 Latin America and Caribbean. .. ... ... . ....... 529 493 1,003 98 158 80 169 247 132 119
13 Middle East! ... —808 | -1,998 64 -52 -101 116 -~96 4 100 53
1 Other Asia .. ..o vy 395 -In -61 —264 -99 -41 91 101 174 ~23
15 AFHCE «ovvvsiriiir i i e 2 -23 7 -7 -2 -13 -1 -8 13 25
16 Othercountries ............c..vvvvviiieeainnnns 24 171 69 19 40 39 -6 25 -3 —16

17 Nonmonetary international and
regional organlzations .. ..................... 98 115 3 17 -5 -43 8 -44 -1 100

BoNDs?

18 Foreign purchases. ..........ovvevevniiniaennes 24,000 39,3317 44,682 5,937 8,219 5,484 4,501 6,747 5,284 8,510
19 Foreign sales ... .....cooviiiniiirriinninnannenes 23,097 26,071 24,282 3,106 3.649 2,598 3,068 3,689 3910 4,261
20 Net purchases, or sales (=) ..............co0vvnnns 903 13,2600 20,400 2,831 4,570 2,886 1,432 3,088 1,374 4,249
2] Foreigncountrles.........................000u0s 888 12,963 19,753 2,838 4,489 2,936 1,468 3,46 1,241 3,598
2 Europe ....................................... 909 11,7937 18,530 2,635 4,143 2,952 1,634 2,762 1,195 3,210
23 Franc -89 207 10 55 =17 -10 18 Q =35 -2
German 344 1,731 164 67 -153 -112 174 -6 13 182
25 thherlmds ................................. 51 93 30 9 44 8 -9 -1 -9 -2
2 Switzerland..............oooii i, 583 644 1,529 12 315 483 65 71 93 491
27 UnitedKingdom .............ccooiiiiennnn, 434 8,520 16,126 2,441 4,018 2,550 1,294 2,398 1,035 2,390
BCanada ... 123 =71 87 59 ~-11 -5 0 43 4 -4
29 Latin Amcnca and Caribbean. ................... 100 390 373 90 50 69 ~82 178 28 40
30 Middle East! ...........ccoviiiiiininiiniin.., -4L161 | -1,011 -1,724 -123 -84 -127 -507 =112 —-505 -265
31 Other Asm .......................... 865 1,862 2,447 140 337 89 381 n 518 610
JZAMCE .ot 0 1 5 0 0 0 0 1 0 3
33 Othercountries .........cocovvvnveveiineniennnns 52 o 35 35 54 —41 ~19 2r 1 3

34 Nonmonetary international and
regional organizations . ...................... 15 b4 647 -4 81 ~50 25 -188 133 651

Foreign securities

35 Stocks, net purchases, or sales (—=)............... -3,765 | -1,0577} -2.586 -782 —663" —457 -101 1297 —155 -556
36 Foreignpurchases................coocivineinn 13,281 14,591 10,609 1,222 1,607 1,379 1,437 1,783 1,631 1,580
37 Foreignsales...............coviiiiiiineaia 17,046 15,648" 13,194 2,004 2,27y 1,836 1,538 1,623 1,786 2,136
38 Bonds, net purchases, orsales (=) ............... -3,239 | -4,052r| -3,062 175 202 -950 =670 | 1,035 ~263 —-521
39  Foreign purchases.............oooooiiiinnn., 36,333 57,3127 43,370 5,424 5,299 5,673 5,674 7,469 6,689 7,142
40 Foreignsales ............oiiiviiiiiiiiiiienn 39,572 61,364 46,432 5,249 5,097 6,623 6,345 8,504 6,952 7,662
41 Net purchases, or sales (=), of stocks and bonds . ...| 7,004 ] —53,189"] —5,648 -607 -46Y) -1,407 -7 —90¢6" -418 | ~-1,076
-6,589 | —-4,7200| --6,140 =736 =617 -1,217 —-688 | -1,070 -369 | ~1,306
-5,492 | -8,632r] —6,594 =719 -9¢'| -—1,208 -798 | -1,980 -674 | -1,120
-1,328 413 -1,431 75 -422 —68 23 9 -157 -785
1,120 2,472 1,323 193 -49 7 136 812 75 150
—-855 1,345 418 -392 =250 9 -13 202 355 418
i 141 -107 -6 —4 -3 =26 -5 2 13 18
48 Other countries ...........c.oovevniieniineenne -144 =210 149 1 58 =21 -3 -8 19 13

49 Nonmonetary international and
reglonal organtzations . ...................... —445 -389 492 129 300 -190 -91 164 -49 229

1. Comprises oil-exporting countries as follows: Bahrain, Iran, iraq, Kuwait, ties sold abroad by U.S. corporati organized to fi direct in
Oman, (?atar Saudi Arabia, and United Arab Emirates (Trucial $tates). abroad.
2. Includes state and Iocal government securities, and securities of U.S.

government agencies and corporations. Also includes issues of new debt securi-
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dollars

1985 1985
Country or area 1983 1984
}:;‘y" Jan, Feb. Mar, Apr. May June Julys
Transactions, net purchases or sales (—) during period'
1 Estimated total? 3,693 | 21,438 17,822% 2,294 2,308 | —4,401 | —4,34 2,9817) 8,758 4,858
2 Foreign COUNtAEs? . ....\.vvereivuiineenineeeeninnnsen 3,162 | 16,4337 18,5821 3,779 2,153 | —4,756 2,249 4,249 5,758 5,150
3 BUIOPET. ettt et e e 6,226 | 11,070 3,19 532 -81 | —1,435 1,818 544 1,025 793
4 Belgivm-Luxembourg..................... . —431 289 341 104 18 0 80 101 17 21
S GErMBNYZ ...\t eie i e 2,450 2,958 361 -120 -129 | ~1,538 299 851 415 584
6 Netherlands .......oocovviiininininnnnnines 375 454 ~183 -1 1 =201 -1 -73 10 148
7 WEAeM . ..o cii e 170 46 1192 150 -10 1 30 157 775 89
8 Switzerland?. ... e -421 635 808 -35 358 313 183 -133 143 =21
9 United Kingdom .............coovvninnn 1,966 5223 | -1,320 419 -3 293 188 | —-1,021 -96 —-1761
10 Other Western Europe 2,118 1,4667 996 86 12 =303 1,045 663 -239 732
11 EasternEurope...............co0cvvnenns . 0 0 0 0 0 (] 0 0 0 0
12Canada ... e e 699 1,526 t49{ ~t10 ~242 38 334 ity 6 8
13 Latin America and Caribbean ..............ccooviiivuiies -212 1,413 2,197 149 738 -82 466 581 206 143
14 Venezuela,.......cooovieieivinrararninenss . ~124 14 77 s =11 2 10 -9 80 0
15  Other Latin America and Caribbean.......... 60 528 877 -2 71 65 177 462 124 =20
16  Netherlands Antifles...................... —149 871 1,242 146 674 -149 278 127 3 163
17 ASIB. ..ot e -3,535 2,377 12,9441 3,093 1,726 § —3,289 -331 2,943 4,516 4,285
I8 Japan..........cooiiiiiiiiiiiiiiiien 2,315 1 10,503 578 559 177 1,717 1,054 2, 3,752
19 AfMICA ..ottt it it i e 3 -67 93 2 1 1 13 57 10 10
20 Allother. .. ..o i i -17 114 1 t3 14 11 -5t 9 -6 -89
21 Nonmonetary international and regional organizations 535 5,006" ~7591 ~1,485 155 355 2,075 | -1,267" 0 -592
22 International............. 218 4,612 —422| ~1,675 504 338 1,792 | -1,087 -105 =219
23 Latin American regional 0 3 0 1 0 -3 0 0
Memo
24 Foreign cOMMIEs? ... ... ..ooiuiuervrrnnunnrennraraines 3,162 | 16,433-| 18,582 3,779 2,153 { —4,756 2,249 4,2491 S5,758 5,150
25  Official institutions v 779 5157 56641 2,528 1,322 § -5,278 —~598 1,466 2,713 1,511
26 Other foreign? .. ......vuiveiuuninerienronieirenenen 2,382 | 15918°f 12914] 1,251 830 521 2,846 782 3,045 3,639
Qil-exporting countries
27 Middle Bast® ... e -5,419 | 6,277 911 27 =372 554 -827 108 1,422 ~1
L T N ~1 -101 0 0 0 0 0 0 0 0

1. Estimated official and private transactions in merketable U.S. Treasury
securities with an original maturity of more than | year. Data are based on
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and

notes held by official institution of foreign countries.

2, Includes U.S. Treasury notes publicly issued to private foreign residents

denominated in foreign currencies.

"3, Comprises Bahrain, fran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).
4, Comprises Algeria, Gabon, Libya, and Nigeria.
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS
Percent per annum

Rate on Aug. 31, 1985 Rate on Aug. 31, 1985 Rate on Aug. 31, 1985
Country Country Country
Per- Month Per- Month Per- Month
cent effective cent effective cent effective
4.5 June 1984 France' 9.63 July 1985 Norway .. .. 8.0 June 1983
10.0 Aug. 1985 | Germany, Fed. Rep. of ...] 45 June 1984 | Switzerland..... 4.0 Mar. 1983
49.0 Mar. 1981 Raly............ I 155 Jan. 1985 United Kingdom? S P B
9.20 Aug. 1985 | Japan g 50 Oct. 1983 Venezuela ............... . May 1983
7.0 Oct. 1983 Netherlands 5.0 Aug. 1985

1. As of the end of February 198 l& the rate is that at which the Bank of France or makes advances against eligible commercial r and/or government commer-

discounts Treasury bills for 7 to 10 days. cial banks or brokers. For countries with more one rate applicable to such
2. Minimum lending rate suspended as of Aug. 20, 1981. . . discounts or advances, the rate shown is the one at which it is understood the
Note. Rates shown are mainly those at which the central bank either discounts central bank transacts the largest proportion of its credit operations.

3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures

1985
Country, or type 1982 1983 1984

Feb. Mar, Apr. May June July Aug.
1 Eurodollars 12.24 9.57 10.75 9.05 9.32 8.74 8.13 7.60 7.89 8.02
2 United Kingdom . 12.21 10.06 9.91 13.69 13.52 12.70 12.61 12.38 12.01 11.42
3 Can: 14.38 9.48 11.29 10.63 11.42 10.15 9.77 9.58 9.33 9.16
4 Germany 8.81 5.73 5.96 6.13 6.36 5.99 5.87 5.66 5.31 4.75
5 Switzerland 5.04 4.11 4.35 5.66 5.77 5.35 5.15 5.14 5.07 4.64
6 Netheriands 8.26 5.58 6.08 6.90 7.14 6.82 6.90 6.58 6.29 5.80
7 France........ 14.61 12.44 11.66 10.60 10.71 10.49 10.15 10.18 9.97 9.79
Bltaly.......... 19.99 18.95 17.08 15.79 15.82 15.15 14.91 15.00 14,37 14.36
9 Belgium . 14.10 10.51 11.41 10.75 10.75 10.09 9.35 8.96 8.95 9.50
10 Japan ..ot 6.84 6.49 6.32 6.29 6.30 6.26 6.26 6.30 6.29 6.30

NoTE. Rates are for 3-month interbank loans except for Canada, fi pany paper; B

3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1985
Country/currency 1982 1983 1984
Mar. Apr. May June July Aug.
1 Australia/dollar! 101.65 90.14 87.937 69,70 65.84 67.68 .51 69.95 70.70
2 Austria/schilling 17.060 17.968 20.005 23.247 21.717 21.868 21,532 20.446 19.632
3 Belgium/franc 45.780 51.121 57.749 66.308 62.283 62.572 61.719 58.626 56.543
4 Brazil/cruzeiro 179.22 573.27 1841.50 4158.19 4511.58 5239.00 5786.00 6236.19 6714.00
5 Canada/dollar. . 1.2344 1.2325 1.2953 1.3840 1.3658 1.3756 1.3676 1.3526 1.3575
6 China, P.R.{yua 1.8978 1.9809 2.3308 2.8533 2.8480 2.8536 2.8693 2.8809 2.9093
7 Denmark/krone .. 8.3443 9.1483 10.354 11.797 11.114 11.2244 10.9962 10.456 10.1459
8 Finland/markka 4.8086 5.5636 6.0007 6.8464 6.4652 6.464 6.3660 6.0798 5.9464
9 France/franc........... 6.5793 7.6203 8.7355 10.078 9.4427 9.4829 9.3414 8.8513 8.5323
10 Germany/deutsche mark 2.428 2.5539 2.8454 3.2982 3. 3.1093 3.0636 2.9083 2.7937
11 Greece/drachma, . 66.872 87.895 112,73 146.62 134.86 137.239 136.00 131.75 131.75
12 Hong Kong/dollar 6.0697 7.2569 7.8188 7.8009 7.7902 7.7766 7.7698 7.7527 7.7
13 India/rupee .. 9.4846 10.1040 11.348 12.861 12.400 12.5004 12.441 12.031 11.898
14 Ireland/pound 142,05 124.81 108.64 94.58 101.17 100.71 102.19 107.79 111.43
1S Israel/shekel ................... 24.407 55.865 na n.a. na n.a. n.a. n.a. n.a.
16 Italyflita. ....oovvnivinneienne 1354.00 1519.30 1756.10 2078.50 1975.89 1984.45 1953.92 1900.33 1873.51
17 Japan/yen ... . 249.06. 237.55 23745 251.92 251.84 251.73 248.84 241.14 237.46
18 Malaysia/ringgit .............. 2.3395 2.3204 2.3448 2.5734 2.4922 2.4759 2.4685 2.4696 2.4644
19 Mexico/peso. .. .. 72.990 155.01 192.31 246.15 246.57 254.8182 294.22 146.70 339.78
20 Netherlands/guilde 2.6719 2.8543 3.2083 3.7290 3.4981 3.5097 3.4535 3.2732 3.1429
21 New Zealand/dollart. ......... 75.101 66.790 57.837 45.276 45.520 45,197 5.949 49.826 53.564
22 Norway/krone ............... 6.4567 7.3012 8.1596 9. 8.9314 8.9442 8.8255 8.4338 8.2487
23 Philippines/peso.............. .. 8.5324 1. n.a, n.a. n.a. n.a, n.a. n.a, n.a.
24 Portugalfescudo.....................es 80.101 111.610 147.70 183.98 174.56 177.545 176.15 169.77 167.34
25 Singapore/dollar. ..................... .. 2.1406 2.1136 2.1325 2.2582 2.2199 2.2228 2.2291 2.2109 2.2191
26 South Africa/rand! ............. . 92.297 89.85 69.534 50.33 51.50 50.18 50.54 51.07 43.07
27 South Korea/won .. 731.93 776.04 807.91 850.71 861.21 792.56 875.00 876.46 885.09
28 Spain/peseta. .. 110.09 143.500 160.78 183.13 172.85 175.397 173.42 167.97 164.49
29 Sri Lanka/rupee 20.756 23.510 25.428 26.836 27.113 27.404 27.433 27.327 27.317
30 Sweden/krona. . 6.2838 7.6717 8.2706 9.4135 8.9946 8.9895 8.8565 8.4703 8.3106
31 Switzerland/fran 2.0327 2.1006 2.3500 2.8033 2.5948 2.6150 2.5721 2.4060 2.2962
32 Taiwan/dollar .. n.a, n.a. 39.633 39.542 39.728 39.906 39.857 40.136 40.501
33 Thailand/baht.......... 23.014 22,991 23.582 28.097 27.466 27.554 27.433 27.053 26.889
34 United Kingdom/pound! .. 174.80 151.59 133.66 112.53 123.77 124.83 128.08 138.07 138.40
35 Venezuela/bolivar ...................00 4.2981 10.6840 n.a. n.a. n.a. n.a. n.a. n.a. na.
Memo
36 United States/dollar.................... 116.57 125.34 138.19 158.14 149.56 149.92 147.71 140.94 137.55
1. Value in U.S. cents, . NoTE. Averas;s of certified noon buying rates in New York for cable transfers.
2. Index of weighted-average value of U.S. dollar against currencies Data in this table also appear in the Board's G.5 (405) release. For address, see

of other G-10 countries plus Switzerland. March 1973 = 100. Weights are 1972~76
obal trade of each of the 10 countries. Series revised as of August 1978. For
escription and back data, see ‘‘Index of the Weighted-Average Exchange Value
of the U.S. Dollar: Revision'' on p. 700 of the August 1978 BULLETIN.

inside front cover,
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Symbols and Abbreviations

¢ Corrected

e  Estimated

p  Preliminary

r Revised (Notation appears on column heading when
about half of the figures in that column are changed.)

*  Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000
when the smallest unit given is millions)

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow.

*U.S. government securities’’ may include guaranteed
issues of U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

0 Calculated to be zero

n.a. Not available

n.e.c Not elsewhere classified

IPCs Individuals, partnerships, and corporations
REITs Real estate investment trusts

RPs Repurchase agreements

SMSAs Standard metropolitan statistical areas
..... Cell not applicable

obligations of the Treasury. ‘‘State and local government”
also includes municipalities, special districts, and other politi-
cal subdivisions.

In some of the tables details do not add to totals because of
rounding.

List Published Semiannually, with Latest Bulletin Reference
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4,23 TERMS OF LENDING AT COMMERCIAL BANKS Survey of Loans Made, August 5-9, 1985*
A. Commercial and Industrial Looans

Weighted Loan rate ent,
Afnlmunt Average avc:'gsez {percent) aI“].oansd Partici-
- of loans size maturit made under pation
Characteristics (th (th d: Y Weighted Standard Inter- commitment loans
of dollars) of dollars) average tan -t quartile (percent) (percent)
Days effective® erro range’
ALL BANKS
1 Overnighté.............coeiiunin, 14,399,667 8,840 hd 8.57 43 8.33-8.73 52.9 2.0
2 One month and under.............. 7,026,181 499 15 9.00 .18 8.48-9.22 69.5 12.8
3 Fixedrate ...................... 3,985,397 380 16 9.03 27 8.49-9.20 71.4 9.1
4 Floatingrate ................c.0 040,784 845 13 8.97 11 8.45-9.41 67.0 177
3 Over one month and under a year ... 8,841,052 65 151 10.31 39 8.88-11.07 66.3 8.6
6 Fixedrate ...................... 5,028,949 50 129 10.38 54 8.72-11.74 56.4 4.7
7  Floatingrate .................u.. 3,812,104 109 179 10.23 24 9.45-11.02 79.4 13.7
8Demand” ...l 4,752,297 195 * 9.88 .13 8.57-10.79 68.5 8.1
9 Fixedrate .................0us 1,296,414 470 * 8.83 .41 8.21-8.84 62.1 10.5
10 Floatingrate ...........covvvuunn 3,455,883 160 b 10.28 Ri 9.84-11.02 70.9 7.2
11 Total shortterm ................... 38,019,198 199 48 9.27 26 8.38-9.84 61.8 6.7
12 leed rate (thousands of dollars) .... | 24,041,683 208 R 9.03 .39 8.33-9.06 57.1 32
603,7 6 101 13.30 32 12.13-14.30 213 0
363,031 5 104 13.80 63 12.19-14.85 30.5 1
334,031 68 116 13.05 25 11,74-14.49 35.8 9.1
622,174 187 26 12.15 .64 10.38-13.25 419 1.4
6,5 648 47 9.66 12 8.99-9.96 75.5 7.7
21,862,185 7,878 2 8.68 07 8.33-8.90 58.9 32
10,977,515 182 9% 9.80 A2 8.70-10.75 72.0 14.3
,732 9 154 11,77 12 10.95-12.56 65.8 1.2
298,767 32 146 11.49 .06 10.92-12.13 65.0 23
436,192 66 143 11.17 07 10.47-11.82 62.6 33
1,437,152 192 145 10.75 07 9.92-11.30 69.9 5.7
775,152 654 145 10.45 .10 9.92-11.02 76.2 4.5
7,723,521 4,266 80 9.33 A7 8.49-9.93 73.0 18.5
Months
26 Totallong term.................... 5,450,796 123 52 10.44 26 9.14-11.36 78.2 6.0
27 Fixed rate (thousands of dotlars) . ... 1,855,446 60 51 10.49 44 8.92-11.76 70.9 38
2B 199 418, 4 43 13.51 75 12. 13-I4 93 17.0 2
29 100-499 .........iiiiiien 9, 222 90 11.78 .16 10.79- 325 7.9
30 500-999 39,511 707 80 10.47 1.00 9, 25-11 57 70.8 3.2
1,338,695 7,676 51 9.49 57 8.75-9.92 89.5 4.8
3,595,350 265 5 10.42 23 9.20-11.36 81.9 7.2
4,576 25 46 12.15 .25 11.02-13.24 38.9 2.8
605,333 225 39 11.41 A2 11.02-12.00 69.5 4.3
202,479 669 43 10.56 21 9.92-11.19 76.2 123
2,532,96; 5,702 57 9.99 23 8.99-10.98 89.7 7.9
Loan rate (percent)
Days Prime rate®
Effective’ | Nominal®
LoANS MADE BeLow PRIME!®
37 Overnight®, ............covoviiuenn 13,953,262 10,307 M 8.52 8.17 9.54 52.5 2.1
38 One month and under.............. 6,120,031 2,850 14 8.73 8.38 9.54 70.8 14.1
39 Over one month and under a year ... 4,425,942 472 142 9.01 8.71 9.69 74.3 8.8
40 Demand? ... 1,822,347 2,248 * 8.52 8.24 9.52 59.9 1.5
41 Totalshortterm ................... 26,321,582 1,923 3 8.65 8.32 9.56 8 6.7
42 Fixedrate ...........c.coovvi.... 21,286,429 1,919 23 8,65 8.31 9.57 58.7 33
43 Floating rate .........ovviinvinnin,y 5,035,153 1,939 61 8.66 833 9.54 70.3 209
Months
44 Totallongterm.................... 2,068,250 288 S2 8.94 8.70 9.87 92.6 6.3
45 Fixedrate .... 996,038 146 46 8.97 8.83 9.58 91.2 6.1
46 Floating rate 1,072,219 2,790 58 8.92 8.58 9.55 93.8 6.6

For notes see end of table.
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A. Continued
4Weighted Loan rate (percent
At{’lwum Average ‘sl_l..z (percent) E'.oannsd Partici-
o of loans size maturit made under pation
Charscteristics (th ds | (th d Y Weighted Inter- commitment loans
of dollers) |  of dollars) average s““d:‘{d quartile (percent) (percent)
Days effective’ ero range$
48 LARGE BaANKS

1 OvernightS................0ennet 11,771,007 11,295 * 8.55 01 8.33-8.73 53.7 23
2 One monthand under.............. 5,406,134 2,328 13 8.84 03 8.46-9.14 3.1 12.8
3 Fixedrate ............coovvvnnnn 2,824,53% 3,082 15 8.88 00 8.51-9.16 76.4 8.8
4 Floatingrate .................... 2,581,595 1,836 11 8.80 06 8.38-9.13 69.4 17.3
5 Over one month and under a year ... 4,900,340 531 140 9,47 .03 8.70-9.92 78.1 11.8
6 Fixedrate ...................... 2,983,284 1,615 116 9.11 04 8.43-9.72 71.2 5.4
7 Floatingrate .................... 1,917,056 260 178 10.03 .06 9.38-10.79 88.9 21.8
8Demand’ ............oieiieiin 2,157,601 396 * 9.69 .06 8.46-10.47 71.0 12.3
9 Fixedrate .......ovheiiniienin. 588,789 792 * 8.76 02 8.21-8.84 69.6 2.7
10 Floatingrate...........c.ovvnens 1,568,812 333 hd 10.04 03 9.25-10.75 71.6 8.4
11 Totalshortterm ................... 24,235,082 1,343 35 8.90 04 8.33-9.20 4.5 7.8
17,680,476 3,918 24 8.70 04 8.33-8.93 60.4 32
11,967 9 95 12.42 .25 10.92-13.52 58.2 0
11,145 33 84 11.64 .29 10.52-12.68 63.1 0
15,611 68 78 1.08 K 10.52-12.13 74.8 1.0
106,341 215 56 10.53 .16 9.73-11.35 86.4 4.2
102,732 628 4 92.59 07 9.01-9.96 78.6 6.7
17,432,679 9,145 23 8.68 04 8.33-8.91 60.2 3.2
6,554,606 484 74 9.44 Kild 8.49-9.96 75.5 19.0
55,548 11 150 11.66 01 11.02-12,19 79.1 2.2
67,709 34 143 11.38 Q1 10.75-12.13 76.4 32
129,904 64 135 113 .01 10.48-11.57 74.7 3.8
41,008 195 140 10.69 01 9.92-11.03 79.6 55
311,067 662 147 10.37 .03 9.92-11.02 85.8 1.7

5,449,371 5,141 64 9.18 0t 8.46-9.84 74.4 2.1

Months
26 Totalbong torm.................... 3,314,021 L118 53 9.84 04 8.93-10.81 93.6 6.4
1,221 654 1,903 49 9.49 07 8.71-9.81 93.3 5.8
8,1 21 54 12.49 &9 10.64-13.31 45.1 11.7
17,014 224 49 10.65 K’ 9.84-11.33 81.2 274
26,170 669 61 9.64 01 9.01-10.44 79.5 4.9
1,170,289 8,501 49 9.45 10 8.70-9.69 94.1 5.4
2,092,367 898 55 10.05 .10 8.99-11.02 9.8 6.8
43,432 13 36 11.37 03 10.75-12.13 74.2 8.7
124,021 219 42 10.94 04 10.24-11.57 80.6 7.8
116,933 669 42 10.50 .04 9.84-11.17 85.0 11.9
1,807,981 6,621 57 9.93 .13 8.94-10.98 94.6 6.4
Loan rate (percent)
Days Prime rate?
Effective’ | Nominal®
LoANS MADE BeLow PRIME!®
37 Overmght° ........................ 11,554,902 11,646 * 8.52 8.18 9.50 54.1 24
Onemonthandunder.............. 4,914,681 5,192 13 8.69 8.34 9.50 72.2 13.7
39 Over one month and under a year ... 3,309,910 5,057 135 8.92 8.64 9.50 75.9 9.3
4 Demand” .........oiiiiiiinannns 964,771 3,324 * 8.52 8.24 9.50 5.7 20.0
4] Totalshortterm................... 20,744,264 7,194 27 8.63 8.29 9.50 62.1 7.0
42 Fixedrate .......oooivenvniiinenes 16,867,946 8,097 23 8.62 8.29 9.50 60.2 3.0
43 Floatingrate ...........ovvenrnnnns 3,876,318 4,845 46 8.65 8.31 9.50- 70.8 24.2
Months

44 Total long term 1,707,380 5,890 4 8. 8.71 97.7 5.7
45 Fixed rate . 855,434 5,801 43 8.93 8.83 9.50 9.2 7.1
46 Floatingrate ................00uues X 5,982 55 8.94 8.59 9.50 96.2 4.4

For notes see end of table.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS SURVEY of Loans Made, August 5-9, 1985'—Continued
A. Commercial and Industrial Loans—Continued

Weighted Loan rate (percent) .

Atpluoum Average average ld,uansd Partici-

. of loans size maturity? made under ation

Characteristics (th d (t d y Weighted Standard Inter- commitment '?oans
of dotlars) | of dollars) average “‘r" *r‘{ quartile (percent) (percent)

Days effective’ erro range’®
OTHER BANKS
1 Overnights...............ooeenss 2,628,661 4,480 * 8.63 42 8.33-8.66 49.5 7
2 One month and under 1,620,047 138 19 9.54 17 8.52-9.93 57.5 12.8
3 Fixedrate ........... . 1,160,858 121 18 9.39 .27 8.46-9.64 59.1 10.0
4 Floatingrate .......covvvvvnen.n. 459,189 209 21 9.91 10 8.86-10.75 53.6 19.6
5 Over one month and under a year ... 3,940,713 3 163 11.36 39 9.84-13.10 516 4.5
6 Fixedrate ................. 2,045,665 21 148 12.22 .53 9.96-13.65 34.8 3.6
7  Floating rate . 1,895,048 69 181 10.44 23 9.84-11.43 69.8 5.5
8 Demand’ ..., 2,594,696 138 * 10.04 12 8.73-11.02 66.4 4.6
9  Fixed rate . 707,626 351 * 8.88 41 8.30-8.79 55.8 4
10 Floating rat 1,887,070 12 . 10.47 1 9.92-11.02 70.4 6.2
11 Total short term 10,784,116 68 83 10.10 26 8.46-11.07 55.6 4.8
12 Fixed rate (thousands of dollars) . ... 6,361,207 57 58 9.95 38 8.39-11.07 47.7 3.1
13 1-24 591,737 6 102 13.32 .21 12.13-14.37 26.7 .0
351,886 35 104 13.87 .56 12.19-14.85 29.4 1
318,421 68 117 13.15 25 12,19-14.49 33.8 9.5
515,833 182 251 12.48 62 10.56-13.25 328 9
153,825 662 49 9.71 .10 8.87-9.96 73.4 83
4,429,506 5,099 17 8.67 05 8.83-8.82 53.8 3.4
4,422,909 95 139 10.32 g2 9.73-11.07 66.8 7.3
251,184 9 154 11.80 A2 10.93-12.66 62.9 1.0
231,058 32 146 11.53 .06 10.92-12.13 61.7 2.0
306,288 66 146 11.18 .07 10.47-11.91 57.5 3.1
896,144 190 148 10.79 .07 9.92-11.47 64.1 5.8
464,085 648 143 10.51 10 9.92-11.02 69.8 6.4
2,274,150 3,030 131 9.70 A7 8.58-10.47 69.5 9.8
Months
26 Totallongterm.................... 2,136,775 52 50 1137 26 9.92-12.19 55.2 54
27 leed rate (thousands of dollars) .... 633,792 21 54 1243 .44 10.12-13.80 278 0
409,975 14 43 13.53 .29 12.13-14.93 16.5 0
42,070 pr]] 107 12.24 A5 12.19-12.96 12.9 0
13,341 795 119 12.10 1.00 9.96-13.99 53.6 0
168,406 4,585 64 9.83 .56 8.84-9.96 57.2 .0
1,502,983 134 48 10.92 21 9.92-12.00 66.8 7.7
211,143 24 49 12.31 .25 11.07-13.24 31.6 2.0
481,312 226 38 11.53 Al 11.02-12.00 66.6 34
85,546 669 45 10.64 21 9.93-11.19 64.2 129
724,982 4,235 56 10.15 .18 9.84-10.92 77.4 11.7
Loan rate (percent)
Days Prime rate?
Effective? | Nominal®
LoAaNS MADE BELOW PRIME!®
37 Overnight6,..............cooeuue 2,398,360 6,633 * 8.48 8.14 9.74 44.9 7
38 One month and under.............. 1,205,350 1,004 18 8.90 8.54 9.70 65.0 158
39 Over one month and under a year ... 1,116,032 128 163 9.28 8.94 10.24 69.5 7.4
40 Demand” ..................0... ... 57,576 1,648 * 8.51 8.24 9.53 60.1 1.8
41 Totalshortterm ................... 5,577,318 516 “ 8.74 8.40 9.80 56.5 55
42 Fixedrate ...............covvunnn, 4,418,483 490 26 8.74 8.40 9.83 533 4.4
43 Floatingrate ...................... 1,158,835 645 116 8.71 8.40 9.69 68.9 9.7
Months

44 Totallong term.................... 360,377 52 67 8.97 8.65 9.88 68.2 9.2
45 Fixedrate .............covevennes 140,604 21 63 9.19 8.83 10.09 424 .0
46 Floatingrate ............ocovhininn 219,773 909 69 8.83 8.53 9.75 84.7 15.0

For notes see end of table.
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B. Construction and Land Development Loans

Financial Markets A73

. Loan rate (percent)
Amount Average Weighted Loans Partici-
Characteristics of loans size ave made under pation
{thousands (thousands matunt Weighted Standard Inter- commitment loans
of dollars) of dollars) (months)? average errort quartile (percent) {percent)
effective’ range®
ALr Banks

ITTotad........ooovvniiiininiannns 2,282,636 146 17 1L.37 .15 9.92-12.96 83.9 7.3
2 leed rate (thousands of dollars) . 1,124,143 110 6 11.00 33 9.92-11.31 89.5 10.6
3 47,676 11 14 13.56 .27 13.24-14.45 2.3 3
4 86,780 29 18 12.68 J 11.57-14.37 934 20,1
s 158,474 74 10 13.25 52 11.31-14.93 70.6 .5
6 127,821 169 6 11.29 .13 11.31-11.31 96.3 1.2
7 703,393 7,551 4 10.06 41 9.92-9.99 95.9 14.2
1,158,493 214 27 11.72 25 11.02-12.96 78.4 4.1

24, 10 7 1171 09 11.30-12.13 gg.é 23

27,536 34 13 11.48 12 11.02-12.01 .6 7.1
33,937 69 11 11.55 14 11.02-12.13 66.3 6.8
123,502 195 13 11.33 18 10.92-11.57 78.8 7.0
949,518 926 29 1.79 24 11.02-12.96 78.7 3.6
799,176 97 27 12.83 25 12.96-12.96 87.0 7
15 Mult lfnmﬂy 133,424 115 10 12.11 .30 11.01-12.68 87.5 5.4
16 Nonresidential 1,350,035 216 1 10.43 18 9.92-11.31 81.6 11.4

48 LARGE BANKS
) B 889,451 1,062 3 10.15 St 9.92-10.47 93.0 1.7
2 Fixed rate (thousands of dollars) . 657,841 795 4 9.79 .16 9.92-9.99 96.7 15.0
..................... 901 11 S 12.91 21 12.40-13.80 68.0 6.7
4 25-49 ................ M b * * M * * *
S S0-99 ........ie.nen * . . . * . . »
6 100499 .............. * * * * * * . .
7 S00andover.................... 653,702 10,946 4 9.77 15 9.92-9.99 96.8 14.9
8 Floatmg rate (thousands of doliars) 231,610 349 18 11.20 03 11.02-11.57 824 24
........................... 2,028 11 7 11.52 Al 11.02-11.5% 93.0 0
lo 25-49 .............. 4,161 37 10 11.43 .10 11.02-11.57 94.6 16
1 5099 .......oeil 5,668 69 13 11.41 .08 11.02-11.57 84.0 9.8
12 100499 ............ . 39,146 218 13 11.33 05 11.02-11.57 92.9 6.9
13 S00andover.................... X 1,757 20 11.15 .01 1.02-11.57 .7 1.2
By type of construction
14 Si family 71,934 180 11 11.41 .04 11.02-11.57 87.4 2.5
15 Mul txfmmly 33,894 376 19 10.84 20 11.02-11.02 95.6 17.3
16 Nonresidential 783,622 2,249 7 10.01 .16 9.92-10.20 93.4 1.3
OTHER BANKS

1,393,188 94 22 12.14 A4 11.31-12.96 78.0 4.5

466,302 47 10 R.72 38 11.31-14.37 79.3 4.4

46,775 11 15 13.57 28 13.24-14.45 31.6 2

86,205 29 18 12.67 76 11.57-14.37 93.6 20.3

157,994 74 10 13.26 55 11.31-14.93 70.6 5
125,638 169 6 11.30 1 11.31-11. 3! 96.3 0

* * * - L] L] L]
926,883 195 29 11.85 28 11.02-12.96 77.4 4.5
21,973 10 7 11.73 .08 11.30-12.13 81.7 2.5
23,375 34 14 11.49 12 10.95-12.02 76.9 77
,268 69 10 11.58 .16 11.02-12.13 62.8 6.2

84,356 185 13 11.33 21 10.92-12.01 722 7.1

768, 911 833 32 11.93 31 11.02-12,96 78.4 4.1
721,241 93 28 12.97 27 12.96-12.96 86.9 5
99,530 93 7 12.54 33 11.01-15.02 84.7 1.4

16 Nonrendennal 566,413 96 17 11.01 19 9.92-11.57 65.4 10.1

For notes see end of table.
*Fewer than 10 sample loans.
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4.23 TERMS OF LENDING AT COMMERCIAL BANKS SURVEY of Loans Made, August 5-9, 1985!—Continued

C. Loans to Farmers!!

Size class of loans (thousands)

Characteristics
: $250
All sizes $1-9 $10-24 $25-49 $50-99 $100-249 and over
ALL BANKS
1 Amount of loans (thousands of dollars) 772,865 130,361 105,392 89,350 86,369 150,882 210,511
2 Number of loans ...... Sevseeniiny 49,814 37,315 7,100 2,712 1,284 1,107 298
3 Weighted average maturity (months)? . .. 1.7 6.4 8.5 6.9 10.1
4 Weighted average interest rate (percent)? 1231 13.18 12.96 12.73 1246 12.82 10.83
5  Standard errort... 35 17 .18 41 22 71 1.00
6 Interquartile range 11.02-13.42|  12,32-13.88 12.31-13.65 | 11.89-13.42| 12.00-13.26 | 12.10-13.42 9.84-11.46
By purpose of loan
7  Feeder livestock. . 11.70 13.16 13.17 12.25 11.78 10.66 10.59
8 Other livestock............... 12.41 12.93 13.28 * . 13.00 10.70
9 Other current operating expenses. 12.53 13.23 12.95 12,31 12.43 13.20 10.76
10  Farm machinery and equipment .. .... 13.34 13.40 12,97 13.43 . * *
11 Other ....ooviiiviiiii it 11.46 12.84 12.41 12.57 12,09 10.65 10.98
Percentage of amount of loans
12 With floating rates 41.2 26.3 34.5 40.0 47.1 27.2 61.8
13 Made under commitment .. ...........civiienien 41.9 277 25.6 31.2 40.1 26.6 75.3
By purpose of loan
14 Feedel'plivestock. e 10.6 11.3 9.1 6.2 17.7 10.8 9.8
15 Other livestock. ...y 11.7 5.6 16.1 * . 2.5 11.4
16  Other current operating expenses. 50.2 64.6 58.0 45.0 40.9 60.8 359
17  Farm machinery and equipment .. . 9.2 8.9 4.6 33.4 * * *
18 Other................ RN 18.1 9.5 6 12,1 12. 3.5 42.2
48 LARGE BANks!!
1 Amount of loans (thousands of dollars) 209,930 6,918 9,695 10,242 10,359 33,919 138,796
2 Numberofloans ................. 327 1,840 643 312 159 23§ 143
3 Weighted average maturity (months)? . ., 7.3 5.9 79 8.4 7.2 6.0 7.5
4 Weighted average interest rate (percent) 10.63 11.86 11.56 11.38 11.18 10.95 10.33
S  Standard errort. . . .. .30 A0 13 18 17 22 48
6 Interquartile range’ 9.77-11.46 11.02-12.40 10.92-12.13 10.65-12.01 10.51-11.76 | 10.15-11.73 9.27-11.14
By purpose of loan
7  Feeder livestock. . 10.80 11.57 t.2t 1.5 * 10.8% 10.59
8 Other livestock. .............. 10.71 11.66 11.56 e * * 10.70
9  Other current operating expense 10.66 11.89 11.60 11.34 11.13 11,22 10.04
10 Farm machinery and equipment . 11.13 12.24 * . * > -
11 Other.......oovvviiiviiiiiens P 10.44 11.98 11.68 11.17 11.32 10.65 10.28
Percentage of amount of loans
12 With floating rates,..... 66.8 5.9 85.9 90.8 93.7 91.4 55.2
13 Made under commitment 81.1 84.5 79.5 87.3 87.3 88.7 78.3
purpose of loan
14 eeder livestock., . 17.3 13.7 10.9 17.6 * 29.0 14.9
15 Other livestock. .. 14.3 5.5 8.7 ¥ * * 17.3
{6 Other current oper: 37.0 6L5 58.2 58.6 43.8 46.5 29.9
17  Farm machinery and equipment 1.2 24 * * * * *
18 . AN 30.2 17.0 17.8 15.9 22.9 15.5 36.9
OTHER BANKks!!
1 Amount of loans (thousands of dollars) 562,935 123,443 95,698 79,107 76,010 116,963 M
2 Number of loans ...... S, 46,487 35,475 6,457 2,400 1,124 876 *
3 Weighted average maturity (months)? . .. 6.4 7.7 8.5 6.9 5.8 *
4 Weighted average interest rate (percent)’ 12,93 13.26 13.10 12.91 12.64 13.36 *
5  Standard efrord.. ... A7 13 13 . .14 67 *
6 Interquartile range? 12.36-13.51 12.45-13.93 12.59-13.65 12.13-13.50 | 12.36-13.26 | 13.15-13.52 *
By purpose of loan -
7 Fieder livestock, . . 12.41 13.27 . . 11.83 * *
8  Otherlivestock.............. . 13.25 13.00 13.37 . * . *
9 Other current operating expense 13.00 13.30 X 12.48 12.62 13.61 *
10 Farm machinery and equipment 13.42 13.42 13.12 . M * *
I Other ... e 12.31 12.93 12.52 12.82 * *
Percentage of amount of loans
12 With floating rates,..... 31.6 23.5 29.3 3.5 40.8 . *
13 Made under commitmen 27.3 245 20.2 239 33.7 . .
By purpase of loan
14 Feeder livestock. .....cooveviniiinnnnnaninenins 8.1 11.2 * * 17.4 . .
15 Other livestock. .. 10.8 5.6 16.9 . * * .
16 Other current oper: expense 55.2 64.8 58.0 43.2 40.5 64.9 »
17 Farm machinery and equipment 12.2 23 4.7 * > * *
18 Other..........ovvvvivnnnn 13.6 9.1 1.0 11.6 ¥ * *

For notes see following page.
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NOTES TO TABLE 4.23

1. The survey of terms of bank lending to business collects data on gross loan
extensions e during the first full business week in the mid-month of each
quarter by a sample of 340 commercial banks of all sizes. The sampie data are
blown up to estimate the lendlws at all insared commercial banks during that
week. The eatimated terms of lending are not intended for use in collecti
the terms of loans extended over the entire quaster or residing in the gonfolios of
those banks. Construction and land development loans include both unsecured
loans and loans secured by real estate. Thus, some of the construction and land
development loans would be reported on the statement of condition as real estate
loans and the remainder as business loans. The survey of terms of bank lending to
farmers covers about 250 banks sclected to represent all sizes of banks. Mortgage
loans.lgumhased loans, foreign loans, and loans of less than $1,000 are excluded
from the surv

e survey.

As ofDeceer 31, 1984, average domestic asscts of 48 larfe banks were $14.7

billion and assets of the smaliest of these banks were 52.7 billion. For all insured
banks total domestic assets averaged $149 million.

2. The w"ﬁ"d average maturity is calculntfd only for loans with a stated date
are

of maturity (that is, loans payable on d ded). In computing the
nveraﬁ,eeach toan is weighted by its dollar amount.
3. approximate ded annual i rate on each loan is calculated

from survey data on the stated rate and other terms of the loan; then, in computing
me “:rveme (‘)f these approximate effective rates, each loan is weighted by its
amount,

4. The chances are about two out of three that the average rate shown would
differ by less than this amount from the average rate that would be found by a

plete survey of lending at all banks.

5. The interquartile range shows the interest rate range that encompasses the
middle 30 percent of the total dollar amount of loans made.

6. Overnight loans are loans that mature on the following business day.

7. Demand loans have no stated date of maturity. .

8. The approximate annual interest rate on each loan—without regard to
compounding—is calculated from survey data on the stated rate and other terms
of the loan; then in computing the average of these approximate nominal rates,
each loan is weighted by its dollar amount,

9. The prime rate reported by each bank is weighted by the volume of loans
extended and then averaged,

10. This surve)_ll_gzovi es data on gross loan extensions made during one week
of each quarter. proportion of these loan extensions that is made at rates
below {m'me may vary substantially from the proportion of such loans outstanding
in bank loan portfolios,

11. Among banks reporting loans to farmers, most *'large banks™ had over $500
mi_gi.on in total assets, and most “‘other banks™ had total assets below $500
miltion.
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, March 31, 1985!

Millions of dollars

All states?

New York

Other states?

i, | Mo,
Total  |Branches? Branches’ | A total4 Branches | Agencies
1 Total assets® ... . .ooiiieiiiiiiiiiiiarnrarnenns 283,052 226,778 36,278 202,930 ,713 46,218 13,583 6,265 8,342
2 Cash and due from, de nory institutions . ,748 60,913 5,835 57,042 255 6,034 2,714 272 431
3 Currency and coin (U.S. and foreign). ... 2 19 3 3 1 2 2 1 2
4  Balances with Federal Reserve Banks. . 1,147 1,090 57 970 28 38 52 51 8
5 Balanccs with other central banks ................ 3 29 3 28 3 0 | 0
6 with c( cial banks in United
SHALES ottt o1 880 131 807 44 65 31 21 43
7  All other balances with degosnory institutions in
United States and with banks in foreign
COUMEIES . oot euntireesurnenannersorennss 64,295 58,670 5,625 55,002 178 5,918 2,625 197 374
8 Time and savings balances with commercial ’
banks in United Stntes .................... 33,709 30,169 3,540 28,292 154 3,310 1,598 123 233
9 Bal with other d itory institutions in
United States .........oovvvvnnireineensnns 126 101 25 101 0 4 0 0 21
10 Balances with banks in foreign countries ........ 30,460 28,400 2,060 26,610 24 2,604 1,027 74 120
11 Foreign branches of U.S. banks.............. 2,314 2,280 35 2,239 5 21 41 0 9
12 Other banks in foreign countries,............. 28,145 26,120 2,025 24,371 19 2,583 986 74 111
13 Cash items in process of collection ............... 241 225 1 219 1 12 3 2 5
14 Total securities, loans, and lease financing receivables .. .. 155,800 120,237 35,563 104,138 4,430 27,637 10,032 kKX 7)) 6,128
15 Total securities, book value 12,402 10,925 1,477 10,315 151 1,298 423 43 173
i6  U.S. Treasury........ 4,731 4 242 227, 112 59 163 25 100
17 Obligations of other U
corporations . 568 548 21 532 2 15 0 13 6
18  Obligations of states
nited States ..... 73 62 12 50 0 1 12 0 1
19 Other bonds, notes, debentures, and corporate stock .. 7,030 5,827 1,202 5,460 37 1,223 249 5 55
20 Federal funds sold and securities purchased under
agreementstoresell ... ... ... .iiiiiienn 7,796 6,636 1,159 6,426 658 449 130 48 84
By holder :
21 Commercial banks in United States............... 6,270 469 801 5,267 360 398 122 48 74
22 Ohers ....ooviiii i e 1,526 1,167 359 1,159 298 5t 8 0 10
By type
23 One-day matuntmr continuing contract .......... 7,655 6,496 1,159 6,286 658 448 130 48 84
A4 Securities purchased under agreements to resell. ... 49 30 1 30 18 0 (i} [ 1
25 Other . ..ot sincneeansreenaenes 7,606 6,466 1,140 6,256 640 448 130 48 83
26  Other securities purchased under agi s to
LT | 141 140 1 140 0 H 0 0 0
27 Total loans, GLOSS .+ vvvveresrreniuernresroaeissns 143,542 109,412 34,130 93,910 289 26,375 9,614 3,400 5,955
28 Less: Unearned income on loans.........oeuvevns 14 100 4 89 10 35 5 2 2
29 EquaLs: Loans, et . .........ooovnvevrnvinnninnn, 143,397 109,312 34,086 93,820 4,279 26,339 9,608 3,398 5,953
Total loans, gross, by category -
30 Real estate loans 5,005 2,797 2,208 1,812 8 1,340 405 277 1,163
31 Loans to financial institutions . . 34,397 41,555 12,842 37,238 953 11,564 3,265 519 858
32 Commercial banks in United States............ 27,513 19,941 7,572 18,034 390 7,412 1,253 246 178
33 U.S. branches and agencies of other foreign banks 23,548 16,336 7.212 14,566 37 094 1170 202 144
34 Other commercial banks. . 965 3,605 360 3,468 17 318 83 44 34
35 Banks in foreign countries . 23,886 19,043 4,843 17,382 542 3,734 1,336 273 649
36 Foreign branches of U.S. banks . 841 657 184 497 13 180 I49 1 1
37 L0 T N 23,045 18,386 4,659 16,855 529 3,554 1,187 272 648
38 Other ﬁnanclal institutions 2,998 2,571 426 1,851 2 418 676 1 1
39 Loans for purchasing or carrying securities.......... 1,537 1,451 86 1,375 1 158 0 3
40 Commercial and industrial loans, ................... ,085 51,069 15,017 41,896 2,063 11,234 5,395 2,387 3,111
41  U.S. addressees (domicile) . 42,300 32,244 10,056 492 217 147 4,840 ,709 2,566
42  Non-U.S, addressees (domlclle) 23,785 18,825 961 17,404 1,846 2,758 554 679 544
43 Loans to individuals for household, family, and other '
personal expenditures. .. ........oovviiieniins 362 244 119 208 9t 27 9 21 9
44 Allother1oans .......oovveiviiiniiiiiirnnisennns 16,156 12,297 3,859 11,383 1,174 2,052 540 192 815
45  Loans to foreign governments and official
INSHULONS. ...\ e 15,269 11,547 3,722 10,765 1,161 1,941 479 152 2
46 Other . i s 887 750 137 618 13 111 61 41 43
47 Lease financing receivables................covvvnes 0 0 0 0 0 0 0 0
48 Al Other 88SeLS ...\ v\vvvivuvuiiiiniiisiiyiinenas 52,709 38,991 13,718 35,327 n 12,008 706 2,504 1,702
49 C s’ liability on p outstanding. ... 19,153 14,624 529 14,150 36 485 207 197 79
50 uU.s. addressees (domlcﬂe) ,968 7,939 4,030 1629 6 4,074 196 42 21
51 Non-U.,S. addressees (domicile) ....... 7,185 ,686 499 6,520 30 412 11 154 57
52 Net due from refated banking institutions® . 26,153 18,296 7.858 15,694 177 6,561 132 2,184 1,406
53 Other......ooviiiiiiiiiiii i e 402 6,072 1,331 4 158 1,052 367 123 218




4.30 Continued
Millions of dollars

U.S. Branches and Agencies A77

All states? New York T Cali Other states?
Htem fornta, | HMinois,
R i totald’ branches i
Total  |Branches? | Agencies | Branches? | Agencies ota Branches | Agencies
54 Total Habilities® ......................oiiiinnn 283,052 226,778 56,278 202,930 5,713 46,218 13,583 6,265 8,342
55 Total d and credit balances......... 160,877 138,972 21,905 127,680 1,957 18,914 5,226 3,631 3.469
56 Individuals, partnerships, and corporanon 46,541 42,687 3,853 36,433 94 1,663 2,162 3,134 3,054
57 U.S. addressees (domicile) ......... . 26,245 26,185 60 20,99 12 383 1,797 3,038 20
58 Non-U.S. addressees {domicile 20,295 16,502 3,793 15,437 83 1,280 365 97 3,034
59 U.S. government, states, and political subd
in United States 72 72 0 27 0 1 26 0
60 All other s 114,265 96,213 18,052 91,221 1.863 17,242 3,054 471 414
61 Foreign governments and official tution. . . 7,176 456 7,044 262 1t 40 20 154
62 Comumercial banks in United States .......... . . 36,009 10,700 33,698 938 10,290 1,454 241 88
63 U.S. branches and agencies of other foreign
banks......ooiii s 37,7119 28,945 8,775 27,010 564 8,714 1,252 140 40
64 Other commercial banks in United States 8,9% 064 1.925 6,688 374 1,576 202 102 48
65 Banks in foreign countries. ............... 59,512 52,658 6,855 50,135 652 6.818 1,547 205 154
66 Foreign branches of U.S. banks. 7,059 5,719 1,280 5,285 235 1,184 9 51 13
67 Other banks in foreign countries . 52,453 46,879 5,574 44,850 417 5,634 1,256 155 142
68 Certified and officers’ checks, travelers checks,
and letters of credit sold forcash .......... 412 mn 41 343 1t 24 13 4 17
69 Demand deposits....................., 3,400 3.162 238 2,889 i 87 126 2] 196
70  Individuals, partnerships, and corporation 1,915 1.770 145 1,557 0 58 106 65 129
7t U.S. addressees (domicile) ........... 1,199 1198 1 1,610 [} 26 102 59 1
7 Non-U.S. addressees (domicile 716 572 144 547 0 32 4 6 128
73 U.S. government, states, and political subd
in United States 7 7 0 7 0 0 0 0
74 Aliother........... 1,478 1,385 93 1,325 11 29 19 26 67
75 Foreign governments and official 304 301 3 279 0 I 2 20 2
76 Commercial banks in United States 97 85 11 82 0 i 1 2 11
n U.S. branches and agencies of other foreign
banKS ... 33 33 1 32 13 8 0 0 1
78 Other commercial banks in ‘United States 63 53 10 49 0 1 1 2 10
il Banks in foreign countries................ . 665 628 38 621 0 3 4 0 37
80 Certified and officers’ checks, travelers checks,
and letters of credit sold for cash .......... 412 N 41 343 11 24 13 4 17
81 Time deposits. .. .......oouveeiiinnni,.. 156,123 134,741 21,382 123,940 1,838 8,714 5,016 3,458 3,158
82 Individuals, partnerships, and corporauon 43418 39,929 3,488 34,104 44 1,493 1,972 2,988 2,817
83 u.s. addressees {domicile) ...... 24,372 24,371 t 19,556 ] 299 1,614 2,90 1
84 Non-U.S. addressees (domicile 19,046 15,559 3,487 14,548 44 1,194 357 8 2,816
8 US. govemment states, and political subdi
in United States 65 6! 0 20 0 9 10 25 0
86 Aliother....... 112,641 94,747 17,894 89,815 1.794 17.212 3,034 445 341
87 Foreign governments and official , 6,863 422 6,753 238 109 38 1 147
88 Commercial banks in United States 46,596 35,919 10,678 33,612 927 10,288 453 239 77
89 U.S. branches and agencies of other foreign
banks.................. 37,685 28,912 8,774 26,977 564 8,714 1.252 140 39
90 Other commercial banks in U 8,911 00 1,904 6,635 363 1,575 204 100 38
H Banks in foreign countries................ 58,759 51,965 6,794 49,450 629 6,815 1.543 205 17
92 Savmgs deposits .. .....oiiiii i 995 878 17 662 0 83 84 81 85
93 lndwlduals, partners d corporation 995 878 117 662 0 83 84 81 85
94 U.S. addressees (domicile) ........... 541 541 0 355 0 30 80 76 0
95 Non-U.S. addressees (domicile 454 337 117 307 0 53 4 5 85
9% U.S. government, states, and political subd
inUnited States. ... \] ] \] Q ¢ ¢ ] ¢ g
97 Allother........... 0 0 0 [ 1] 0 0 0 0
98 Creditbalances ............cocvvviven... 360 191 168 190 109 30 0 1 30
99  Individuals, partnerships, and corporation 213 1o 103 109 51 0 0 ] 24
100 U.S. addressees (domicile) .. ......... 134 75 58 74 12 29 0 1 19
101 Non-U.S. addressees (domicile 80 35 45 35 39 i 0 [(] 5
102 U.S. government, states, and political sub
in United States 0 0 0 0 (] 1] 0 0 0
103 All other 146 81 65 81 58 1 0 0 6
104 Foreign government, 42 12 31 12 25 1 0 0 6
108 Commercial banks in United States 16 5 1 5 11 1] 0 0 0
106 U.S. branches and agencies of other foreign
BARKS . .. v v 1 1 [ 1 0 0 0 0 0
107 Other commercial 15 4 11 4 11 0 (1] 0 0
108 Banks in foreign countries 88 (3] px) 65 23 0 L] 0 0

For notes see end of table.
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4.30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, March 31, 1985'—Continued
Millions of dollars

All states? New York Cali Otbher states?
Item for:il; l’lllinoti‘s.
* ranches
Total Branches3 | Agencies | Branches? | Agencies total Branches | Agencies
109 Federal funds purchased and securities sold under
agreements to repurchase ..................... 22,956 18,075 4,881 17,087 624 4,328 533 186 198
By holder
110  Commercial banks in United States .............. 18,692 14,373 4,319 13,471 242 4,174 465 186 154
L T 4,265 3,703 562 3,616 382 154 68 0 44
y type
12 ()ne-day mamn? of continuing contract .......... 21,834 17,038 4,79 16,127 541 4,316 467 186 198
113 Securities sold under agreements to repurchase . . 2,514 2,413 101 2,401 64 38 2 0 8
114 [0 1 19,320 14,626 4,695 13,726 477 4,277 464 186 190
115 Other securities sold under agreements to
TEPUIChASE ...\ ivvris e aiiiaeinns 1,122 1,037 85 960 83 13 66 0 0
116 Other liabilities for borrowed money 38,070 23,336 14,734 21,135 1,684 12,706 1,260 484 799
117 Owedtobanks.............. 36,150 21,564 14,586 19,530 1,631 12,613 1,100 478 799
118 U.S. addressees (domicile) . 35,081 20,690 14,392 18,716 1,616 12,607 1,075 444 624
119 Non-U.S. addressees (domic 1,069 874 195 81s 15 6 25 34 175
120 Owedtoothers ............. 1,920 1,772 148 1,608 54 94 161 6 0
121 U.S. addressees (domicile) , 1,739 1,648 9l 1,481 7 84 161 6 0
122 Non-U.S. addressees (domic 18t 124 57 124 47 10 0 0 0
123 All other liabilities .............c.cooiiiieiin.n. 61,149 46,394 14,755 37,028 1,448 10,269 6,563 1,964 3,877
124 Acceptances executed and outstanding . . 21,571 16,705 4,866 16,216 16 4,841 19 199 81
128 Net ue to related banking institutions® . . s 33,813 24,634 9.178 16,196 1,321 4,860 6,073 1,654 3,709
126 Other......cvvvi i, 5,765 5,085 711 4,617 1m 569 271 11 87
MEM
127 Tlme deposns of $100,000 or more ........ .ol 116,162 97,040 19,124 86,602 74 18,447 4,946 3,282 2,811
128 Certificates of deposn (CDs) in denominations of
,000 or more 35,708 33,716 1,992 28,328 1 1,232 1,829 2,906 1412
129 Other............ 80,454 63,324 17,129 58,274 73 17,215 3,17 376 1,399
130 Saviws deposits authy
OW accounts 88 53 35 34 0 14 7 8 26
131 Money market time certificates of $10,000 and less
than $100,000 with original maturities of 26 weeks 0 0 0 0 0 ¢ 0 ¢ Q
132 Time certificates of deposit in denominations of
,000 or more with remaining maturity of
more than 12 months ...... i 11,713 11,677 36 9,834 0 193 462 1,195 28
133 Acceptances refinanced with a U.S.-chartered bank . 3,333 2,408 925 2,024 114 933 0 261 ]
134 Statutory or regulatory asset pledge requirement. .. .. 49,739 48,322 1,417 45,351 1,337 150 2,846 20 35
135 Statutory or regulatory asset requirement 18,709 18,493 215 6,060 0 448 9,093 2,896 211
136 Commercial letters of credit . . 9,040 6,188 2,852 5,620 133 2,634 166 245 241
137 Standby letters of credit, total 33,989 29,010 4,979 24,934 86 4,183 2,730 715 1,342
138 1.8, addressees (domicile) .. . 30,500 26,037 4,464 22,193 18 3,823 2,560 685 1,221
139 Non-U.S. addressees (domicile). ................. 3,489 2,973 5t6 2,740 68 360 170 30 121
140 Standby letters of credit conveyed to others through
participations (included in total standby letters of
Credit) oo e s 4,802 4,590 21t 4,009 0 269 384 42 97
141 Holdings of cial paper included in total gross
T T N e, 569 362 207 328 3 23 10 3 12
142 Holdings of included in total cial
And INAUSIRN JOBBS. ., . s eorrernrsriersennns 4,736 3,616 1,120 3,470 52 1,095 23 17 10
143 Immediately available funds with a maturity greater
than one day (included in other liabilities for bor-
rowed MONEY) .......oovviiniiiniiineiinnns 28,058 17,569 10,489 15,696 1,373 9,400 1,120 371 98
144 Gross due from related banking institutions® 100,949 82,005 18,944 74,113 894 16,314 3,511 3,563 2,554
145 U.S, addressees (domicile) ................. 25,732 18,951 6,781 14,355 117 5.807 1,354 2,900 1,199
146 Branches and agencies in the United States 24915 18,355 6,560 13,780 95 K 1,336 2,897 1,199
147 In the same state as reporter 2,130 1,471 658 1,418 48 595
148 in other states . 22,785 16,884 5.902 12,362 48 5,013 1,336 2,89 1,132
149 U.S. banking subsidiaries’. . . 818 596 221 576 22
150  Non-U.S. addressees (domicile . 75217 63,054 12,163 59,757 m 10,507 2,157 664 1,355
151 Head office and non-U.S. branches and agencies . 73,232 B s ,190 759 10,298 2,122 663 1,199
152 Non-U.S. banking companies and offices........ 1,984 1,605 380 1,567 18 209 s 0 156
153 Gross due to related banking institutions® 108,608 88,344 20,264 74,615 2,038 14,613 9,452 3,033 4,858
154  U.S. addressees (domicile) ................. 25,066 17,880 7,186 10,222 34 3,789 4,811 2,320 3,891
155 Branches and agencies in the United States 24,545 17,497 7,048 9,932 34 3,706 4,728 2311 3,834
156 In the same state as reporter 2,045 {, 617 1,373 12 608 ] 2 51
157 In other states 22,500 16,069 6,431 8,559 22 3,099 4,728 2,309 3,783
158 U.S. banking subsidiaries’ 521 384 138 290 0 82 83 9 57
159  Non-U.S. addressees (domicile . 83,542 70,464 13,078 64,393 2,004 10,824 4,641 713 967
160 Head office and non-U.S. branches and agen . 81,189 68,386 12,803 62,382 1915 10,668 4,626 713 886
161 Non-U.S. banking companies and offices........ 2,353 2,078 275 2,01 89 157 15 0 81




4,30 Continued

U.S. Branches and Agencies A79

Millions of dollars
All states? New York . Other states?
Cali- —
ltem fornia, | Jlinois,
Total  |Branches’ | Ag Branches? | Ag total* Branches | Agencies
Average for 30 calendar days (or calend, th)
ending with report date
162 Total @88€LS .. ..o vviervieerinnnsnsrneronenns 284,148 226,989 57,160 203,179 5,715 47,090 13,569 6,365 8,231
163 Cash and due from depository institutions.,......... 64,446 58,364 6,082 54,579 278 6,164 2,755 255 414
164 Federal funds sold and securities purchased under
ntstoresell ....... ..., 8,728 7,591 1,138 7,214 612 543 255 43 59
165 Totalloans . .............cv0euu0s e 139,987 106,586 3,402 1,464 4,108 26,012 9,389 3,408 5,609
166 Loans to banks in forei;n countries 23,179 18,373 4,806 16,791 570 3679 1,237 265 637
167 Total d its and credit balances............. 155,982 134,266 21,718 123,146 1,720 18,872 1363 3,581 3,300
168 Time CDs in denominations of $100,000 or more. . ... 35,009 33,007 . 399 0 1,277 1,903 045 1,384
169 Federal funds purchased and securities sold under
agreements to repurchase ..............o0.0ee 20,816 16,187 4,630 15,120 3 4,101 s 258 168
170 Other liabilities for borrowed money ............... 39,750 24,503 15,247 22,200 1,718 13,177 1,323 458 874
171 Number of reports filed® ..................... ... 465 295 170 189 26 120 45 32 53

1. Data are aggregates of categories rﬂmrted on the quarterly form FFIEC 002,
“Re of Assets and Liabilities of U.S. Branches and Agencies of Foreign

8.”" This form was first used for reporting data as of June 30, 1980. From
November 1972 through May 1980, U.S. branches and agencies of foreign banks
had filed a monthl a report. Aurem data from that report were
avgijable through the Federal Reserve statis release G.11, last issued on
July 10, 1980, Data in this table and in the G.11 tables are not strictly comparable
because of differences in reporting pancls and in definitions of balance sheet
items.

2. Includes the District of Columbia. .

3. Includes all offices that have the power to accept deposits from U.S.
residents, including any such offices that are considered agencies under state law.
c :I"f Agencies account for almost all of the assets and liabilities reported in

ifornia,

5. Total assets and total liabilities include net balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see

footnote 6). On the former monthly branch and agency report, available through
the G. 1 statistical release, gross balances were included in total assets and total
liabilities. Therefore, total asset and total liability figures in this table are not
comparable to those in the G.11 tables.

6. "Related banking institutions™ includes the t‘oreig: head office and other
U.S. and foreign branches and agencies of the bank, the bank's parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).
Gross _ntmoums due from and due to related banking institutions are shown as
memo Htems.

7. **U.S. banking subsidiaries"’ refers to U.S. banking subsidiaries majority-
owned by the foreign bank and by related foreign banks and includes U.S. offices
of U.S.-chartered commercial banks, of Edge Act and Agreement corporations,
and of New York State (Article XII) investiment companies.

8. In some cases two or more offices of a foreign bank within the same
metropolitan area file a consolidated report.
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Federal Reserve Board of Governors

PAuUL A. VOLCKER, Chairman
PRESTON MARTIN, Vice Chairman

HeNry C. WALLICH
J. CHARLES PARTEE

OFFICE OF BOARD MEMBERS

JosePH R. COYNE, Assistant to the Board

DoONALD J. WINN, Assistant to the Board

STEVEN M., ROBERTS, Assistant to the Chairman
ANTHONY F. CoOLE, Special Assistant to the Board
BoB STAHLY MOORE, Special Assistant to the Board
NaoMi P. SaLus, Special Assistant to the Board

LEGAL DIVISION

MICHAEL BRADFIELD, General Counsel

J. VIRGIL MATTINGLY, JR., Deputy General Counsel
RICHARD M. ASHTON, Associate General Counsel

OLIVER IRELAND, Associate General Counsel

Rick! TIGERT, Assistant General Counsel

MARYELLEN A. BROWN, Assistant to the General Counsel

OFFICE OF THE SECRETARY

WiLLIAM W, WILES, Secretary
BarBaRA R. LOWREY, Associate Secretary
JAMES MCAFEE, Associate Secretary

DivisION OF CONSUMER
AND COMMUNITY AFFAIRS

GrIFfFITH L. GARWOOD, Director

JERAULD C. KLUCKMAN, Associate Director
GLENN E. LoNEY, Assistant Director
DOLORES S. SMITH, Assistant Director

D1vISION OF BANKING
SUPERVISION AND REGULATION

WILLIAM TAYLOR, Director

Tuomas E. CIMENO, JR., Deputy Director!
FREDERICK R. DAHL, Associate Director
Don E. KLINE, Associate Director
FREDERICK M. STRUBLE, Associate Director
HERBERT A. BIERN, Assistant Director
ANTHONY CORNYN, Assistant Director
ROBERT S. PLOTKIN, Assistant Director
STEPHEN C. SCHEMERING, Assistant Director
RICHARD SPILLENKOTHEN, Assistant Director
SIDNEY M. SussaN, Assistant Director
LAURA M. HOMER, Securities Credit Officer

1. On loan from the Federal Reserve Bank of Boston.

OFFICE OF STAFF DIRECTOR FOR
MONETARY AND FINANCIAL PoLICY

STEPHEN H. AXILROD, Staff Director

DoNaLD L. KoHN, Deputy Staff Director

STANLEY J. SIGEL, Assistant to the Board

NORMAND R.V. BERNARD, Special Assistant to the Board

DIVISION OF RESEARCH AND STATISTICS

JAMES L. KICHLINE, Directd¥

EpwARD C. ETTIN, Deputy Director

MIcCHAEL J. PReLL, Deputy Director

JosePH S. ZEISEL, Deputy Director

JARED J. ENZLER, Associate Director

DAvID E. LINDSEY, Associate Director
ELEANOR J. STOCKWELL, Associate Director
TsoMas D. SIMPSON, Deputy Associate Director
LAWRENCE SLIFMAN, Deputy Associate Director
HeLmut F. WENDEL, Deputy Associate Director
MARTHA BETHEA, Assistant Director

ROBERT M. FISHER, Assistant Director

Davip B. HUMPHREY, Assistant Director

. SusaN J. LEPPER, Assistant Director

RICHARD D. PORTER, Assistant Director

PETER A. TINSLEY, Assistant Director

LEVON H. GARABEDIAN, Assistant Director
(Administration)

DIVISION OF INTERNATIONAL FINANCE

Epwin M. TRUMAN, Director

LARRY J. PROMISEL, Senior Associate Director
CHARLES J. SIEGMAN, Senior Associate Director
Davip H. HowARD, Deputy Associate Director
ROBERT F. GEMMILL, Staff Adviser

PETER HOOPER 111, Assistant Director

KAREN H. JOHNSON, Assistant Director

RALPH W, SMITH, JR., Assistant Director
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and Official Staff

EMMETT J. RICE

MARTHA R. SEGER

OFFICE OF
STAFF DIRECTOR FOR MANAGEMENT

S. DaviD Frost, Staff Director

EpwARD T. MULRENIN, Assistant Staff Director

CHARLES L. HAMPTON, Senior Technical Adviser

PorTia W. THOMPSON, Equal Employment Opportunity
Programs Officer

DIvisION OF PERSONNEL

DaviD L. SHANNON, Director

JouN R. WEIS, Assistant Director
CHARLES W, Woo0D, Assistant Director
OFFICE OF THE CONTROLLER
GEORGE E. LIVINGSTON, Controller
BRENT L. BOWEN, Assistant Controller
D1vISION OF SUPPORT SERVICES
RoBERT E. FRAZIER, Director

WALTER W. KREIMANN, Associate Director
GEORGE M. LopEez, Assistant Director

OFFICE OF COMPUTING AND INFORMATION
SERVICES

ALLEN E. BEUTEL, Executive Director

D1vISION OF COMPUTING SERVICES

BRUCE M. BEARDSLEY, Director
THoMas C. JuDpD, Assistant Director
EL1ZABETH B. RIGGS, Assistant Director
ROBERT J. ZEMEL, Assistant Director

DiIvVISION OF INFORMATION SERVICES
WILLIAM R. JONES, Director

STEPHEN R. MALPHRUS, Assistant Director
WiLLIAM C. SCHNEIDER, JR., Assistant Director

OFFICE OF STAFF DIRECTOR FOR
FEDERAL RESERVE BANK ACTIVITIES

THEODORE E. ALLISON, Staff Director
JosepH W. DaNIELS, SR., Adviser, Equal Employment
Opportunity Programs, Federal Reserve System

DivISION OF FEDERAL RESERVE
BANK OPERATIONS

CLYDE H. FARNSWORTH, IR., Director
ELLioTT C. MCENTEE, Associate Director
Davip L. ROBINSON, Associate Director

C. WILLIAM SCHLEICHER, JR., Associate Director
WALTER ALTHAUSEN, Assistant Director
CHARLES W. BENNETT, Assistant Director
ANNE M. DEBEER, Assistant Director

Jack DENNIS, JR., Assistant Director

EARrL G. HAMILTON, Assistant Director
WiLLiaM E. Pascok 11, Assistant Director?
FLoORENCE M. YOUNG, Adviser
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Federal Open Market Committee

FEDERAL OPEN MARKET COMMITTEE
PauL A. VOLCKER, Chairman

SiLAs KEEHN
PRESTON MARTIN

JOoHN ], BALLES
RoBERT P. BLACK
ROBERT P. FORRESTAL

STEPHEN H. AXILROD, Staff Director and Secretary
NoRrRMAND R.V. BERNARD, Assistant Secretary
NANCY M. STEELE, Deputy Assistant Secretary
MICHAEL BRADFIELD, General Counsel

JAMES H. OLTMAN, Deputy General Counsel
James L. KICHLINE, Economist

EDpwIN M. TRUMAN, Economist (International)

J. CHARLES PARTEE

.
E. GERALD CORRIGAN, Vice Chairman

EMMETT J. RICE
MARTHA R. SEGER
HENRY C. WALLICH

J. ALFRED BROADDUS, Associate Economist
RICHARD G. Davis, Associate Economist
DoNALD L. KoHN, Associate Economist
Davip E, LINDSEY, Associate Economist
MICHAEL J. PRELL, Associate Economist
KARL A. SCHELD, Associate Economist
CHARLES J. SIEGMAN, Associate Economist
SHEILA L. TSCHINKEL, Associate Economist

PETER D, STERNLIGHT, Manager for Domestic Operations, System Open Market Account
SaM Y. Cross, Manager for Foreign Operations, System Open Market Account

FEDERAL ADVISORY COUNCIL

LEwis T. PRESTON, President
PHILIP F. SEARLE, Vice President
WiLLIAM H. BOWEN AND N. BERNE HART, Directors

RoBERT L. NEWELL, First District
Lewis T. PRESTON, Second District
GEORGE A. BUTLER, Third District
JuLien L. McCaLL, Fourth District
JoHN G. MEDLIN, JR., Fifth District
PHILIP F. SEARLE, Sixth District

HAL C. KUEHL, Seventh District
WiLLiaM H. BoweN, Eighth District
LLoyDp P. JouNsoN, Ninth District

N. BERNE HART, Tenth District

NAT S. RoGeRs, Eleventh District

G. RoBeRT TRUEX, JR., Twelfth District

HERBERT V. PROCHNOW, Secretary
WiLLiaM J. KoRsvik, Associate Secretary
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and Advisory Councils

CONSUMER ADVISORY COUNCIL

TiMoTHY D. MARRINAN, Minneapolis, Minnesota, Chairman
THomas L. CLARK, Jr., New York, New York, Vice Chairman

LAWRENCE S. OKINAGA, Honolulu, Hawaii
JosepH L. PERKOWSKI, Centerville, Minnesota
ELvaA QuuiaNO, San Antonio, Texas

BRENDA L. SCHNEIDER, Detroit, Michigan
PauLA A. SLIMAK, Cleveland, Ohio

GLENDA G. SLOANE, Washington, D.C.
HENRY J. SOMMER, Philadeiphia, Pennsylvania
Tep L. SpurLock, New York, New York
MEL STILLER, Boston, Massachusetts
CHRISTOPHER J. SUMNER, Salt Lake City, Utah
WINNIE F, TAYLOR, Gainesville, Florida
MICHAEL M. VAN BUskIRK, Columbus, Ohio
MERVIN WINSTON, Minneapolis, Minnesota
MICHAEL ZoRroYA, St. Louis, Missouri

RacHEL G. Bra1T, Medford, Massachusetts
JONATHAN BROWN, Washington, D.C.

JEaN A. CROCKETT, Philadelphia, Pennsylvania
THERESA FAITH CUMMINGS, Springfield, Illinois
STEVEN M. GEARY, Jefferson City, Missouri
RicHARD M. HaLLIBURTON, Kansas City, Missouri
CrARLES C, HoLT, Austin, Texas

EpwaARrD N. LANGE, Seattle, Washington
KeNNETH V. LARKIN, Berkeley, California
FReD S. McCHESNEY, Atlanta, Georgia
FrReDERICK H. MILLER, Norman, Oklahoma
MARGARET M. MurpPHY, Columbia, Maryland
RoserT F. MURPHY, Detroit, Michigan

HELEN NELSoN, Mill Valley, California

THRIFT INSTITUTIONS ADVISORY COUNCIL

THoMas R. BoMaRr, Miami, Florida, President
RicHARD H. DEIHL, Los Angeles, California, Vice President

ELLioTT G. CARR, Harwich Port, Massachusetts
M. Topp CookE, Philadelphia, Pennsylvania
J. MicHAEL CornwalLL, Dallas, Texas

HaroLD W. GREENWOOD, JR., Minneapolis, Minnesota

JoHN A. HARDIN, Rock Hill, South Carolina
FraNces LEsNIEsKI, East Lansing, Michigan
JouN T. MorGAN, New York, New York
SARAH R. WALLACE, Newark, Ohio

MicHAEL R. Wisg, Denver, Colorado
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551. When a charge is indicat-
ed, remittance should accompany request and be made
payable to the order of the Board of Governors of the Federal
Reserve System. Remittance from foreign residents should
be drawn on a U.S. bank. Stamps and coupons are not
accepted.

THE FEDERAL RESERVE SYSTEM—PURPOSES AND FUNC-
TIONS. 1984, 120 pp.

ANNUAL REPORT.

FEDERAL RESERVE BULLETIN. Monthly, $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 each,

BANKING AND MONETARY STATISTICS, 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL DIGEST
1974-78. 1980. 305 pp. $10.00 per copy.

1980. 1981. 241 pp. $10.00 per copy.
1981. 1982. 239 pp. $ 6.50 per copy.
1982. 1983. 266 pp. $ 7.50 per copy.
1983. 1984. 264 pp. $11.50 per copy.

FEDERAL RESERVE CHART BooK. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HistoricaL CHART Book. Issued annually in Sept. Subscrip-
tion to the Federal Reserve Chart Book includes one
issue. $1.25 each in the United States, its possessions,
Canada, and Mexico; 10 or more to one address, $1.00
each. Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
RIES OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to one address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 each.

THE FEDERAL RESERVE ACT, as amended through August 30,
1984, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 576
pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

REAPPRAISAL OF THE FEDERAL RESERVE DISCOUNT MECHA-
NIsM. Vol, 1. 1971. 276 pp. Vol. 2. 1971. 173 pp. Each
volume, $3.00; 10 or more to one address, $2.50 each.

THE ECONOMETRICS OF PRICE DETERMINATION CONFER-
ENCE, October 30-31, 1970, Washington, D.C. 1972, 397
pp. Cloth ed. $5.00 each; 10 or more to one address,
$4.50 each. Paper ed. $4.00 each; 10 or more to one
address, $3.60 each.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. II (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BANK HoLDING COMPANY MOVEMENT TO 1978: A
COMPENDIUM. 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

FLow OF FUNDS ACCOUNTS. 1949~1978. 1979. 171 pp. $1.75
each; 10 or more to one address, $1.50 each.

INTRODUCTION TO FLOW OF FUNDS. 1980, 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic Poricy aND CapitaL FOorRMATION. 1981, 326 pp.
$13.50 each.

NEwW MONETARY CONTROL PROCEDURES: FEDERAL RE-
SERVE STAFF STUDY. 1981.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981, 55 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60,00 per
year.

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year,

Securities Credit Transactions Handbook. $60.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains alt
three Handbooks plus substantial additional material.)
$175.00 per year.

Rates for subscribers outside the United States are as
follows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Each Handbook, $75.00 per year,

THE U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MODEL, May 1984, 590 pp. $14.50 each.

WELCOME TO THE FEDERAL RESERVE.

PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.

THE MONETARY AUTHORITY OF THE FEDERAL RESERVE,
May 1984. (High School Level.)

WRITING IN STYLE AT THE FEDERAL RESERVE. August 1984,
93 pp. $2.50 each.

REMARKS BY CHAIRMAN PAUL A. VOLCKER, AT XIII AMERI-
CAN-GERMAN BIENNIAL CONFERENCE, March 1985.
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CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and . . . Age

The Equal Credit Opportunity Act and . . . Credit Rights in
Housing

The Equal Credit Opportunity Act and . . . Doctors, Law-
yers, Small Retailers, and Others Who May Provide Inci-
dental Credit

The Equal Credit Opportunity Act and . . . Women

Fair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Instructional Materials of the Federal Reserve System

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Monetary Control Act of 1980
Organization and Advisory Committees

Truth in Leasing

U.S. Currency

What Truth in Lending Means to You

STAFF STUDIES: Summaries Only Printed in the
Bulletin

Studies and papers on economic and financial subjects that

are of general interest. Requests to obtain single copies of

the full text or to be added to the mailing list for the series

may be sent to Publications Services.

Staff Studies 115-125 are out of print.

114. MuLTIBANK HoLDING CoMPANIES: RECENT Evi-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARKETS, by Timothy J. Curry and John T.
Rose. Jan. 1982. 9 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983. § pp.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret L.
Greene. August 1984. 16 pp.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984. 40 pp.

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980-OCTOBER 1981, by Margaret
L. Greene. August 1984. 36 pp.

130.

131,

132.

133,

134,

135.

136.

137.

138.

139.

140.

141.

142.

143.

145.

EFFECTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-
BLES: A REVIEW OF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T. Ashby McCown.
January 1984, Qut of print.

CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
DEUTSCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983. 8 pp.

TiIME-SERIES STUDIES OF THE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A
REVIEW OF THE TECHNIQUES AND LITERATURE, by
Kenneth Rogoff. October 1983. 15 pp.
RELATIONSHIPS AMONG EXCHANGE RATEs, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983. Out of print.

SMaLL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. Tryon. October 1983. 14 pp.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JAPAN, by Deborah J. Danker, Richard A.
Haas, Dale W. Henderson, Steven A. Symansky, and
Ralph W. Tryon. April 1985. 27 pp.

THE EFFECTS OF FiscaL PoLicy oN THE U.S. Econo-
MY, by Darrell Cohen and Peter B. Clark. January
1984. 16 pp.

THE IMPLICATIONS FOR BANK MERGER POLICY OF
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL SUPERMARKETS, by Stephen A.
Rhoades. February 1984. Out of print.

ANTITRUST LAws, JUSTICE DEPARTMENT GUIDE-
LINES, AND THE LiMiTs oOF CONCENTRATION IN Lo-
CAL BANKING MARKETS, by James Burke. June 1984,
14 pp.

SoME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas D. Simpson and
Patrick M. Parkinson. August 1984. 20 pp.
GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
1984. 38 pp.

A CoMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT CosTs, by William Dudley. November 1984, 15
ppP-

MERGERS AND ACQUISITIONS BY COMMERCIAL
BANKS, 1960-83, by Stephen A. Rhoades. December
1984, 30 pp.

COMPLIANCE CosTs AND CONSUMER BENEFITS OF
THE ELecTRONIC FUND TRANSFER ACT: RECENT
SuRrVEY EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp.

. ScaLE EcoNoMies IN COMPLIANCE CosTs FOR CON-

SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EqQual CREDIT OPPORTUNITY LAws, by
Gregory E. Elliechausen and Robert D. Kurtz. May
1985. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMPACT ON CONSUMERS, by Glenn B.
Canner and Robert D. Kurtz. August 1985. 31 pp.
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REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

The Commercial Paper Market since the Mid-Seventies. 6/82,

Applying the Theory of Probable Future Competition. 9/82,

International Banking Facilities. 10/82.

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.

Survey of Consumer Finances, 1983. 9/84.

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84,

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

U.S. International Transactions in 1984, 5/85.

A Revision of the Index of Industrial Production. 7/85.
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Index to Statistical Tables

References are to pages A3-A79 although the prefix ‘A’ is omitted in this index

ACCEPTANCES, bankers (See Bankers accegtances)
Agricultural loans, commercial banks, 19, 20, 74
Assets and liabilities (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial institutions, 26
Foreign banks, U.S. branches and agencies, 21, 76-79
Nonfinancial corporations, 36
Automobiles .
Consumer installment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (See also Foreigners)
Bonds (See also U.S. government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55, 76-79
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
anks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 70-72,76
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20
Commercial and industrial loans, 16, 18, 19, 20, 21,
70-72, 76
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Real estate mo: es held, by holder and property, 39
Terms of lending, %—75
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49, 73
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, 51, 52
Corporations .
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65 .
Cost of living (See Consumer prices)
Credit unions, 26, 40 (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 22
Turnover, 15
Depository institutions
eserve requirements, 7
Reserves and related items, 3, 4, 5, 12
Deé)osns (See also specific types)
anks, by classes, 3, 18-20, 21
Federal Reserve Banks, 4, 10
Turnover, 15
Discount rates at Reserve Banks and at foreign central
. banks and foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Eurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
Federal finance
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
Treasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, §, 17, 19, 20, 21, 24, 28
Federal Home Loan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 38, 39
Federal Housing Administration, 33, 38, 39
Federal Land Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
. agencies, 21, 76-79
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, §7, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 58, 63, 65, 66
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GOLD

Certificate account, 10

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 51

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
Installment loans, 40, 41
Insurance companies, 26, 30, 39
Interest rates
Bonds, 24
Commercial banks, 70-75
Consumer instaliment credit, 41
Federal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
Time and savings deposits, 8
International capital transactions of United States, 53-67
International organizations, 57, 58, 60, 63, 64
Inventories, 51
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20 39
Federal Reserve Banks, 10, 11
Financial institutions, 26, 39

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)
Banks, by classes, 18-20
Commercial banks, 3, 16, 18-20, 70-75, 76
Federal Reserve Banks, 4, 5, 6, 10, 11
Financial institutions, 26, 39
Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 5
Reserve requirements, 7

Mining production, 48

Mobile gomes sh1p ed, 49

Monetary and credlt aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks, 8, 26, 39, 40 (See also Thrift

institutions)

NATIONAL defense outlays, 29
National income, 51

OPEN market transactions, 9

PERSONAL income, 52

Prices
Consumer and producer, 44, 50
Stock market, 25

Prime rate, 23

Producer prices, 44, 50

Production, 44, 47

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 39
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property mortgaged 39
Repurchase agreements, 3, 17, 19, 2
Reserve requirements, 7
Reserves
Commercial banks, 18
Depository institutions, 3, 4, S, 12
Federal Reserve Banks, 10
U.S. reserve assets, 54
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51
Savings and loan associations, 8, 26, 39, 40, 42 (See also
Thrift institutions)
Savings deposits (See Time and savings deposits)
Securities (See specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 63
New issues, 34
Prices, 25
Special drawing rights, 4, 10, 53, 54
State and local governments
?osus 19, 20
Holdings of Us. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3 (See also Credit unions, Mutual
savmgs banks and Savings and loan associations)

Time and savings depos:ts, 3,8,13,17, 18, 19, 20, 21

Trade, foreign, 54

Treasury cash, Treasury currency, 4

Treasury dep0sits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, posmons and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30
Foreign and international ho]dmgs and transactions, 10,
Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

branch, or facility Zip

Deputy Chairman

President
First Vice President

Vice President
in charge of branch

BOSTON*..........c.oe. 02106
NEW YORK*............. 10045
Buffalo........ccoeneniis 14240

CLEVELAND*........... 44101
Cincinnati................ 45201
Pittsburgh................ 15230

RICHMOND*............. 23219
Baltimore ................ 21203
Charlotte ................. 28230

Culpeper Communications
and Records Center 22701

ATLANTA................. 30301
Birmingham.............. 35283
Jacksonville e
Miami............... .
Nashville............

New Orleans............ 70161

CHICAGO*.......cccvn.... 60690
Detroit...cocoevverrnienens

ST. LOUIS
Little Rock .............. 72203
Louisville ................ 40232
Memphis ..............ce. 38101

MINNEAPOLIS.......... 55480
Helena..........couvnee. 59601

KANSAS CITY........... 64198
Denver.......cccocvueennns 80217
Oklahoma City ......... 73125

maha........cccceeeneens 102

DALLAS ...
ElPaso.......ccooeuvenen
Houston..................

Portland .........
Salt Lake City
Seattle ....coooeevnnne

Joseph A. Baute
Thomas I. Atkins

John Brademas
Clifton R. Wharton, Jr.
M. Jane Dickman

Robert M. Landis
Nevius M. Curtis

William H. Knoell

E. Mandell de Windt
Robert E. Boni
Milton G. Hulme, Jr.

Leroy T. Canoles, Jr.
Robert A. Georgine

Robert L. Tate

Wallace J. Jorgenson

John H. Weitnauer, Jr.
Bradley Currey, Jr.

Martha Mclnnis

E. William Nash, Jr.

Eugene E. Cohen

Condon S. Bush

Leslie B. Lampton

Stanton R. Cook
Robert J. Day
Russell G, Mawby

W.L. Hadley Griffin
Mary P. Holt
Sheffield Nelson
Henry F. Frigon
Donald B. Weis

John B. Davis, Jr.
Michael W. Wright
Gene J. Etchart

Irvine O. Hockaday, Jr.
Robert G. Lueder
James E. Nielson
Patience Latting
Kenneth L. Morrison

Robert D. Rogers
Bobby R. Inman
John R. Sibley
Robert T. Sakowitz
Rabert F. McDermott

Alan C. Furth

Fred W. Andrew
Richard C. Seaver
Paul E. Bragdon
Don M. Wheeler
John W. Ellis

Frank E. Morris
Robert W. Eisenmenger

E. Gerald Corrigan
Thomas M. Timlen

Edward G. Boehne
Richard L. Smoot

Karen N. Horn
William H. Hendricks

Robert P. Black
Jimmie R. Monhollon

Robert P. Forrestal
Jack Guynn

Silas Keehn
Daniel M. Doyle

Thomas C. Melzer
Joseph P. Garbarini
Gary H. Stern
Thomas E. Gainor
Roger Guffey

Henry R. Czerwinski

Robert H. Boykin
William H. Wallace

John J. Balles
Richard T. Griffith

John T. Keane

Charles A, Cerino
Harold J. Swart

Robert D. McTeer, Jr.
Albert D. Tinkelenberg
John G. Stoides

Fred R. Herr
James D. Hawkins
Patrick K. Barron
Jeffrey J. Wells
Henry H. Bourgaux

Roby L. Sloan

John F. Breen
James E. Conrad
Paul I. Black, Jr.

Robert F. McNellis

Wayne W. Martin
William G. Evans
Robert D. Hamilton

Joel L. Koonce, Jr.
J.Z. Rowe
Thomas H. Robertson

Robert M. McGill
Angelo S. Carella
E. Ronald Liggett
Gerald R. Kelly

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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