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Recent Developments in Corporate Finance

Frederick H. Jensen of the Board's Division of
Research and Statistics prepared this article.
Paula J. DeCubellis provided research assis-
tance.

Recent years have seen dramatic changes in the
financial structure of U.S. businesses and in the
variety of available financing techniques. Credit
demands of U.S. nonfinancial firms have in-
creased substantially, and large amounts of equi-
ty have been retired since 1984 in association
with mergers. leveraged buyouts, and other cor-
porate restructurings. Moreover, although lower
interest rates recently have spurred long-term
bond issuance, corporations still have a high
proportion of their debt in shorl-term instru-
ments. These changes in firms’ balance sheets
have led to a larger number of downgradings of
corporate debt issues in recent years.

Other financial indicators are more positive,
however. Despite the increased leverage of some
nonfinancial firms, rising stock prices have kept
their aggregate debt-to-equity ratio valued at
market relatively stable in recent years. And
lower interest rates have improved the ability of
businesses to service debt out of current carn-
ings. The growth of new markets both in the
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United States and abroad also has reduced the
cost of borrowing somewhat and provided firms
access to a more diversified base of creditors. In
addition, the growing use¢ of new hedging instru-
ments may allow firms to rely on short-term
funding with less exposure to interest rate move-
ments. This article surveys these recent trends in
the balance sheets of nonfinancial firms. consid-
ers the contribution of new markets and products
to these trends, and assesses the implications of
these markets and products for the future.

CAPITAL EXPENDITURES
AND INTERNAL FUNDS

The credit needs of nonfinancial firms are dictat-
ed in part by the excess of capital expenditures
over internally generated funds; this difference is
known as the financing gap. The aggregate fi-
nancing gap typically rises during periods of
economic expansion as capital expenditures out-
strip internal funds and declines during reces-
sions as firms retrench. In conformance with this
pattern, the financing gap widened markedly in
1983 and 1984, despite strong profit growth, as
capital expenditures registered one of the sharp-
est expansions on record (chart 1). In those two
years, fixed investment expenditures by nonfi-
nancial firms increased substantially and busi-
nesses began rebuilding their depleted inven-
tories {chart 2).

As the expansion progressed, however, capital
outlays—especially spending on inventories—
slowed while internally generated funds contin-
ued to rise at a moderate pace. Although slower
sales growth and rises in labor compensation
relative to output have combined to hold 1986
profits at roughly their mid-1984 levels, reduc-
tions in corporate {(ax rates enabled after-tax
carnings to expand on balance over this period
(chart 3). By allowing more generous deprecia-
tion charges to earnings and liberalizing the use
of investment 1ax credits, the Economic Recov-
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ery Tax Act of 1981 sharply reduced the effective
tax burden for nonfinancial businesses. By 1986,
the average corporate tax rate-—the ratio of tax
accruals to economic profits—had fallen to less
than 30 percent, reaching the lowest level in the
postwar period (chart 4).

With the slowing of capital expenditures and
continued expansion of internally gencrated
funds, the financing gap narrowed substantially,
averaging less than 3 percent of total capital
expenditures since the end of 1984, At this low
level, the financing gap played only a small role
in explaining total borrowing by nonfinancial
firms in the past couple of years.

EXTERNAL FINANCING AND CORPORATE
BALANCE SHEETS

Despite the relatively small financing gap, debt
of U.S. nonfinancial corporations has increased
sharply in recent years (table 1). Since (984,
much of this growth has been associated with a
wave of mergers, acquisitions, leveraged
buyouts, and share repurchases that resulted in
massive equity retirements. Roughly $100 billion
of equily is estimated to have been retired in 1984
and again in 1985, far outstripping the volume of
new shares offered in the marketplace, and equi-
-ty retirements continued at a strong pace this
year. Credit demands by firms rose substantially
as they relied heavily on debt to repurchase
shares.

With interest rates rising in 1984, firms con-

Billions of dolars

Before-tars
' 7 200

100

RSN Rl i B & P
1976 1978 1980 1982 1984 1986

Quarterly data, scasonally adjusted annual rates. Economic profits
are reported profits plus the inventory valuation adjustment and the
capital consumplion adjustment,

Sourck. Federal Reserve fow of funds accounts.

centrated their borrowings in the short-term
area. But with slower economic growth and
continued moderate inflation, interest rates fell
in 1985 and over the first half of 1986, and
nonfinancial firms took advantage of lower bond
rates to issue record volumes of long-term debt,
This debt restructuring partially reversed the
effect of borrowing trends of the previous dec-
ade, when firms had become increasingly reluc-
tant to lock-in high nominal debt costs. Despite
the recent. improvement, the proportion of long-
term to total debt on corporate balance sheets
remains low by historical standards (chart 5).
Because the assets of many nonfinancial cor-
porations are fong-term by nature, heavy reli-
ance on short-term funding sources can expose
these firms to the risk that debt costs would
outstrip earnings if interest rates rise. Moreover,
because of the surge in debt issuance and sizable
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equily retirements in recent years, many firms
now are highly leveraged and would be vulnera-
ble to adverse economic or financial develop-
ments. If interest rates should rise significantly in
the future or if corporate earnings were curtailed,
leveraged firms could experience difficulty in
servicing their debt. Along with the recent slow-
ing of corporate profits, such concerns have led
to an increase in the number of downgradings of
corporate debt issues by the rating agencies since
1984 (chart 6). The wave of restructurings bas
clearly contributed to this trend; roughly one
quarter of the downgradings in 1984 and 1985
were in response to the increased leverage of
firms involved in mergers or other corporate
restructurings.

Although these traditional measures of the

1 Includes bonds and notes issued abroad by U.S. corporations
and tax-exempt bonds issued for the benefit of nonfinancial corpora-
tions.

condition of corporate balance sheets show some
weakness, other indicators present a more posi-
tive view. For one thing, the surge in stock prices
since 1982 has sharply boosted the market value
of equities relative to their book value. To the
degree that stock prices are an accurate reflec-
tion of future earnings, higher share prices sug-
gest that future earnings can support an expand-
ed debt burden. After conversion to market
values, the ratio of debt to equity appears to have
stabilized in recent years, although it remains
high (chart 7). In addition, although the aggregate
ratio of debt to equity of nonfinancial corpora-
tions has been boosted by firms involved in
restructurings, other businesses have taken ad-
vantage of higher share prices to issue new
stock; gross offerings of equities totaled a near
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{. The number of changes in ratings on a corporation’s highest
ranking debt issues. In April 1982 Moody's increased the number of
rating categories by dividing most of its major categories into three
subcategories. Since then, only changes from one major category to
another have been counted.

2. First half, annual rate not seasonally adjusted.
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record $33% billion in 1985 and have already
exceeded that pace in 1986,

Morcover, the lower interest rates of recent
years have improved the ability of many firms to
service debt out of current earnings. Thus, de-
spite the increase in debt since 1983, the share of
aggregate corporate income paid to net interest
has remained relatively stable.

Finally, these changes in corporate financing
patierns have taken place in an environment of
rapid change in financial markets. The increased
volatility of interest and exchange rates in recent
years has led to the development of a number of
new financing and hedging vehicles that, if used
appropriately, enable firms and investors alike to
better protect themselves against swings in these
rates. As a result, the continued heavy reliance
on short-term funding sources by nonfinancial
firms may give a misleading picture of their
exposure to adverse interest ratc movements.
Morcover, the use of some of these new products
along with deregulation in the United States and
abroad has promoted the increased integration of
the world's capital markets. In light of the sub-
stantial rise in capital inflows to the United
States over the past few years associated with
the growing U.S. external deficits, U.S. firms
might have increased borrowings from abroad in
any event, But the improved access to foreign
capital markets likely has contributed to the
increased share of these borrowings in the form
of direct issuance of securities to foreign inves-
tors. Along with the growth of new markets for
corporate securities in the United States, the
direct access to foreign sources of credit has

enabled nonfinancial firms to lower their borrow-
ing costs to a degree. And the development of
new markets for their securitics may allow cor-
porate borrowers to better withstand distur-
bances in any one credit market.

DEVELOPMENTS IN U.S. CREDIT MARKETS

In the United States, public offerings of low-
rated debt have expanded remarkably. In addi-
tion, a market for medium-term notes has devel-
oped, and in recent vears, tax-exempt debt
issued on- behalf of private companies has pro-
vided nonfinancial firms with a growing source of
low-cost funds.

Low-Grade Debt

Traditionally, firms whose debt was rated below
investment grade-—Baa by Moody's or BBB by
Standard and Poor's—had limited access to the
public bond markets. Their principal sources of
funds were commercial loans from banks or
private placements of securities with large insti-
tutional investors. The growth of low-rated or
unrated bonds in public markets received a boost
in the late 1970s and carly 1980s from the re-
duced earnings at insurance companies, which
are major purchasers of privately placed securi-
ties. Many corporations that might have placed
securities privately turned to the public markets
during this period. But in the 1980s. the public
market for low-grade debt has expanded despite
a rebound in private placement activity., From
1983 through mid- 1986, public offerings of issues
that were either unrated or rated below invest-
ment grade by Moody's or by Standard and
Poor's totaled more than $70 billion, nearly 20
percent of total public issues. During the previ-
ous 10 years, the ratio of low-grade debt 10 total
public issues was consistently less than 10 per-
cent,

Among the factors contributing to this trend is
an increase in the supply of debt by firms recent-
ly involved in a merger or restructuring; since
1983, such firms accounted for nearly half of the
$70 billion of low-grade debt issues. Despite the
well-publicized use of “‘junk’* bonds to finance
takeovers, most of the new low-grade bonds
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issued by these firms were not for the purpose of
purchasing shares: the early financing of share
retirements frequently was by short-term debt
such as bank loans or commerical paper. Even
s0, the resulting sharp increase in leverage
caused the debt issued subsequently by many of
the restructured firms to be rated below invest-
ment grade.

Investor acceptance of publicly traded low-
grade debt also appears {0 have increased. In
part. this may be due to the growing number of
firms whose debt has been downgraded; because
these firms were already well known, investors
may have been more willing to purchase new
issues of their debt than that of a less well known
firm just entering the market. In addition, several
underwriting firms have made a considerable
effort to market low-rated issues, and the inves-
tor base has expanded. Thrift institutions, for-
eign financial institutions, and wealthy individ-
uals, along with insurance companies, have
reporiedly invested in the new low-grade securi-
ties, and several mutual bond funds now special-
ize in them.

Moreover, while most of the well-known firms
have issued straight debt, a number of innovative
features have been added to the issues of newer
firms entering the market, which may have
helped increase investor interest. Some of this
debt is equity related. issued either in convertible
form or with warrants attached that give the
investor an option to purchase the firm’s stock at
a specified price. A hybrid type, the so-called
“usable™ bond, has been offered recently that
can be used at par to exercise a company’s stock
warrants. When coupled with the warrant, a
usable bond retains the advantage of a convert-
ible—it can be exchanged for stock at par—but
allows separate trading of the bond and the
warrant. Bonds also have been issued that carry
variable rates but that can be exchanged at the
investor's option for bonds with a previously
specified fixed rate. Other innovative features
include bonds whose returns are pegged to vari-
ous commodity price indexes. By adding such
embellishments, firms have in many cases been
able to issue low-grade debt at lower rates. And,
if structured properly, the conditions under
which the investors choose to exercise their
options would be favorable to the firm; for

example, they would be exercised if the firm's
stock had increased in value or if long-term
interest rates had fallen, thereby lowering the
cost of new debt issues.

Because investment banks have invested
heavily in the research and development of new
products and in marketing these instruments, the
supply of low-grade bonds with special features
could continue 1o grow. At the same time, there
is mounting concern that new investors may not
be fully aware of the risks of these securities.
Default rates have always been higher than on
investment grade issues, but the higher yields on
low-grade bonds generally have compensated for
this risk. Nonetheless, during economic down-
turns, default rates on fow-grade bonds tend to
rise sharply, and investors in these issues have
fared poorly. There is also concern that the
attractiveness of this market may be encouraging
firms to issue sccurities that previously would
have been screened out because of thewr high
risk. If riskier firms enter the market, defauft
rates could rise and investors’ interest could
wane. Indeed. the recent well-publicized defaults
of a few large issuers of low-grade debt might
already have had an effect on this market.

Medium-Term Notes

The public market for medium-term notes has
expanded recently. This instrument, which is
unsecured corporate debt with a maturity of one
to five years. is largely an extension of commer-
cial paper to longer maturities. Medium-term
notes originated in 1972, when the finance sub-
sidiaries of auto manufacturers found they had a
need for tunds with maturities longer than those
for commercial paper but shorter than those
common in the bond market. The market re-
ceived a boost when large investment bunks
began setting up programs for other firms and
started developing an investor base. Like com-
mercial paper. medium-term notes are tailored to
suit investor preferences. Paper is made avail-
able continuously and dealers support a second-
ary market in the instruments. As with commer-
cial paper, borrowers may be able to reduce
costs by issuing securities publicly rather than
relying on bank borrowings.
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New issues of medium-term notes have grown
rapidly in recent years, from roughly $5' billion
in 1983 to more than $13 billion in 1985; new
offerings exceeded $10 billion in the first half of
1986, Large finance subsidiaries of auto and
other manufacturing firms have been the main
borrowers, but nonfinancial corporations have
entered the market as well: during the first six
months of 1986, issues of medium-term notes of
nonfinancial firms totaled slightly more than $2
billion. To date, most medium-term notes have
been sold in the United States, although a few
U.S. firms have offered these notes in the
Euromarkets,

Industrial Development Bonds

Tax-exempt industrial development  bonds
(1DBs) have been an important source of low-
cost financing for corporations in recent years,
IDBs are issued by state and local financing
authorities for the benefit of private businesses
to finance commercial and industrial projects.
The bulk of the IDBs issued on behalf of nonfi-
nancial firms are revenue bonds secured by the
property or receipts of the project being financed
or by the industrial user of the funds rather than
by the municipal or state issuer. In general. the
proceeds from IDBs must be used for specified
purposes, such as transportation facilities, elec-
tric or gas generating facilities. or pollution con-
trol projects.

Because of the cost advantage associated with
its tax-exempt status, 1DB financing grew enor-
mously in the 1970s and 1980s. The tax-exempt
debt of nonfinancial corporations grew from rela-
tively small amounts in 1970 to more than $125
billion by year-end 1985, nearly one-sixth of total
long-term debt outstanding of this sector. Grow-
ing public concern about the use of tax subsidies
for private purpose financing led Congress to
include in the Tax Reform Act of 1986 stricter
limits on the type and amount of such bonds that
may be issued within each state. As debate on
this issue continued in Congress, the uncertainty
over its final outcome led nonfinancial firms to
sharply curtail new issues of IDBs over the first
half of 1986. Because the act still allows substan-
tial amounts to be issued in 1986, the supply of
private purpose revenue bonds picked up in the

third quarter and is expected to surge over the
remainder of the year. Nonetheless, the act
sharply reduces the aggregate volume that may
be issued in future years, and IDBs will become a
much less important source of funding for nonfi-
nancial corporations.

DEVELOPMENTS IN THE EUROMARKETS

One of the more striking developments in recent
years has been the increasing integration of the
world’s capital markets. Deregulation in the
United States and abroad and the growing use of
new financing and hedging techniques have en-
abled borrowers worldwide to issue growing
amounts of securities outside their domestic mar-
kets. As U.S. credit demands have outstripped
domestic savings and the associated U.S. exter-
nal deficits have grown, the improved access to
foreign capital markets by U.S. borrowers likely
has facilitated the increasing capital inflows to
this country. One aspect of this trend is the rapid
increase in debt issued in foreign financial cen-
ters by U.S. corporations. Well-known U.S.
businesses have been attracted to the Euromar-
ket primarily because they frequently can issue
debt at rates below those on securities with
comparable maturities in the United States. And
by diversifying their base of investors, U.S.
firms may have become better. insulated from
disturbances in domestic credit markets.

Euronotes

A recent innovation in the Euromarkets has been
the emergence of short-term unsecured corpo-
rate debt, or Euronotes. Initially, most Euro-
notes were issued under a medium-term under-
writing commitment by a bank or group of banks,
an arrangement that developed from syndicated
short- and intermediate-term bank loans. The
commitment generally involves a three- to five-
year agreement on the part of a group of banks
either to purchase any notes the issuer fails to
sell or to provide credit 1o the note issuer at a
specified markup over market rates for any un-
sold portion of the notes. Banks typically also
agree 10 act as placing agents for the issuer, but
the placing agents need not be the same group as
the underwriting banks.
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Notes are issued in bearer form and initially
were for fixed maturities, typically one, three, or
six months. At first, Euronotes tended to be
priced off the London interbank offered rate
(LIBOR). The principal investors were commer-
cial bunks, sometimes the underwriting or plac-
ing agent banks themselves, although other
investors oriented toward LIBOR-based instru-
ments, such as bank depositors, also purchased
some of the securities. By guaranteeing the issu-
er’s ability 10 roll over outstanding notes, the
underwriting commitment was intended to in-
crease the attractiveness of Euronotes to inves-
tors outside the underwriting panel.

More recently, dealers have developed note
programs without the backing of a syndicate of
underwriting banks, known generally as Euro-
commercial paper programs. The issuers may
acquire backup liquidity in the form of a bank
line of credit to support their note issues; but in
the Eurocommercial paper programs, backup
agreements are separate from the placing ar-
rangements rather than being part of a committed
underwriting facility. The dealers provide liquid-
ity to the market for their issuers’ paper by
agreeing to repurchase notes from investors be-
fore maturity, and some dealers make a second-
ary market for their customers’ notes by actively
quoting two-way prices for outstanding issues. In
an effort to attract new investors. features previ-
ously found only in the U.S. commercial paper
market have been added. Maturities of Eurocom-
mercial paper can be tailored to suit the inves-
tor’s preference and, in the case of some of the
larger programs, paper is made available contin-
uously, with bid and offer prices quoted daily for
all maturities.

Euronotes ocutstanding under these two types
of programs have grown from very small
amounts at the end of 1983 to an estimated $30
billion by mid-1986. with most of the recent
growth in non-underwritten Eurocommercial pa-
per. Until very recently, U.S. corporations had
not been large issuers. Because the dominant
investors initially were banks. Euronotes tended
to be priced at spreads above LIBOR that made
these instruments relatively costly, especially for
corporations with established U.S. commercial
paper programs. In mid-1984, for example, three-
month LIBOR rates exceeded those on high

quality three-month U.S. commercial paper by
about 40 basis points.

In the last couple of years. however, the
spread of LIBOR over U.S. commercial paper
rates has narrowed significantly. to about 10
basis points in June 1986. Moreover, as the
market has developed, the investor base has
expanded. In early 1986 some dealers with strong
placement capabilities claimed that as much as
50 to 73 percent of new issues in the Euromarket
were being sold to nonbanks. And as European
mvestors have become increasingly familiar with
this market, some of the larger, well-known
corporate issuers reportedly have been able to
issue sizable amounts of Eurocommercial paper
at rates below LIBOR and equal to or lower than
those available in the U.S. commercial paper
market, particularly in jonger maturities, where
the U.S. market is very thin. As a result. both
financial and nonfinancial U.S. corporations
have announced a large number of new Euronote
programs in the last year. Some of the programs
are global in that firms quote the same rates daily
in both the U.S. and offshore markets. Although
data are not available on amounts issued under
these programs, market participants have est-
mated that U.S. businesses accounted for as
much as $5 to $6 billion of the $30 billion in
Euronotes outstanding in mid-1986.

The European market for commercial paper
should be further stimulated by the deregulation
of markets for unsecured short-term debt denom-
inated in the pound sterling, the Dutch guilder,
and the French franc. As a result, the integration
that occured previously between the U.S. and
Buropean markets for long-term corporate debt
is likely to spread to the short-term markets as
well.

Furobondy

Eurobonds are debt issued by a variety of bor-
rowers, sovereign and private, outside their
home markets. Although not a new product, they
have become an increasingly important source of
international finance in recent years, Eurobonds
are issued in a number of currencies, but roughly
70 10 758 percent are in U.S. dollars. The main
attraction of Eurobonds is their low cost. Be-
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0 Gross bond tepance by LS frms m foreign
Siarkein, JHTHNLAG
Millions of dollaes
Yeur Al Nonfinancial Financial
corporations | corporations | corporations
978 1,118 n.a. n.a.
W19 2,368 n.4. n.&.
980, ........ 4,104 A, n.a.
198t ......... 6,180 na. n.a.
1982......... 13,632 na, n.a.
1983......... 8,340 4.116 4,224
1984, ........ 22,608 10,068 12,540
1985 ..., .. 37,782 15,117 22,662
1986t ... ..., 49.068 24,630 24,432

1. Half-year data at annual rates, not seasonally adjusted.
n.a. Not available.

cause of variances in tax treatment or other
regulations across countries or because of ditfer-
ences in investor preferences, borrowers tre-
quently find that they can issue Eurobonds at
rates lower than those available in their home
markets,

The rate advantage of the Euromarkets over
U.S. bond markets has often been substantial in
recent years, and the Eurobond volume of U.S.
issuers has increased remarkably, from negligi-
ble amounts in the late 1970s to nearly a $50
hillion annual pace over the first half of 1986
{table 2). Nonfinancial firms have accounted for
about 45 percent of the gross issuance since
1983, The rate advantage for U.S. firms has
arisen from several sources. Foreign investors
wanting dollar-denominated bonds often prefer
the anonymity of bearer bonds over the regis-
tered form available in the United States. Or,
they may simply wish to use the established
distribution channels in their own countries. In
addition, before 1984, some foreign investors
were discouraged from purchasing bonds direct-
ly in the United States because the borrowers
withheld 30 percent of the interest payments to
meet U.S. tax requirements. Because of a num-
ber of tax treaties. withholding taxes were not
uniformly applied. Nonetheless, U.S. firms is-
sued most of their Eurobonds through financing
subsidiaries in the Netherland Antilles; these
corporations interpreted an existing tax treaty
with the Netherlands Antilles as permitting any
interest payments passed through a subsidiary in
that country to be exempt from the withholding
requirements. Despite the use of these subsidiar-

ies. U.S. firms did not fully exploit the rate
differential and the markets remained segment-
ed. Some firms may have been reluctant to
undertake the expense of establishing an offshore
financing subsidiary and the tax consequences of
passing interest payments through a foreign sub-
sidiary were not clearcut.

In July 1984 the withholding tax was removed
and the U.S. Treasury established procedures
enabling U.S. corporations to issue bearer bonds
directly to foreign investors. Since then, Euro-
bond issuance by U.S. firms has increased mark-
edly. Because the bulk of the new Euroissues
were by firms that previously had issued bonds
through their foreign subsidiaries. the removal of
the withholding tax may not have been the
dominant factor accounting for this pickup.
Rather, this rapid expansion may simply reflect
the surge in overall bond issuance during this
period by U.S. corporations. Nonetheless. since
1984, the proportion of Eurobonds 10 total gross
bond issuance by U.S. firms has risen, and the
rate advantage of Eurodollar bonds over domes-
tic issues has declined steadily. In addition to the
removal of the withholding tax, the development
of interest rate and currency “‘swaps’ has con-
tributed to the increased supply of Eurobonds
and to the reduction in market segmentation over
this period.

SWAFS AND OTHER HEDGING PRODUCTS

By enabling firms to arbitrage more effectively
across markets, the introduction of interest rate
and currency swaps likely has stimulated the
growth of certain types of debt, such as Euro-
bonds, in recent years. And the resulting arbi-
trage activity may have contributed to the in-
creasing integration of the world capital markets
and to the narrowing of interest rate differentials
across markets. The use of swaps and other
hedging vehicles to protect against interest and
exchange rate volatility also is growing.

interest Rate and Cuarrency Swaps

The early interest rate swaps, which were initiat-
ed in the Euromarkets in 1981, usually involved a



highly rated firm, with a relative rate advantage
in issuing Eurobonds but in need of variable-rate
funding. and a lower-rated firm in need of fixed-
rate funds. The relative advantage existed in part
because for lower-rated borrowers, investors
tend to require a higher risk premium for longer
maturities. In addition, European investors tend
to be more oriented to well-known names than
their U.S. counterparts, and a lesser-known
name may be at a substantial rate disadvantuge in
the Eurobond markets relative to the rate their
bank might charge for a variable-rate loan.

To effect the swap, the highly rated firm issues
a Eurobond with a fixed interest rate and the
lower-rated firm either issues short-term debt or
acquires a long-term loan with a variable interest
rate; the two firms then enter into an agreement

INTEREST RATE Swap

To illustrate the mechanics of an interest rate swap,
suppose a highly rated firm, A, can borrow in the
LEurobond market at 10% percent or at a variable rate of
LIBOR plus ¥ percent, Another firm, B, could borrow
in the bond market at 12 percent or at LIBOR plus |
percent. Thus, firm A can issue debt more cheaply than
firm B in both markets, but its advantage is 1 percentage
point greater in the fixed-rate market. If the firms issue
debt in the markets where they have a relative advantage
and enter into a swap agreement with each other, they
can lower their total cost of debt. in effect splitting the
point difference between them. That is, firm A could
issue the Eurchond and agree 10 pay firm B a variable
rate equal to LIBOR applied to a notional principal equal
to the amount of its debt. Firm B in turn would borrow at
a variable rate and agree to pay A a fixed rate of 10v2
percent of the notional principal. In effect. firm A
transforms its fixed-rate debt into & variable-rate obliga-
tion and firm B converts its variable-rate debt info a
fixed-rate obligation. In the process, firm A4 lowers its
cost of varisble rate funding ¥ percent, in this case to
LIBOR. And firm B also saves V2 percent on its fixed
rate financing at an all-in cost of 11 percent—the 10
percent it pays firm A plus the | percent differential
between its cost of variable rate funds and the rate it
receives from firm A.

1.IBOR
floating-rate payment

10V: % fixed-rate payment

floating-rate debt
LIBOR + 1%

fixed-rate debt
1012 %
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that effectively allows them to exchange their
interest rate payments. By doing so. each firm is
able to issue debt in the market where it enjoys a
relative rate advantage while servicing the type
of debt it prefers at a lower all-in cost,

The same end could be achieved by the device
of back-to-back louns; that is, the firm that issues
the Eurobond could make a fixed-rate loan to the
other firm, which in turn borrows at a variable
rate and makes a variable-rate loan to the Euro-
bond issuer. Because there is no exchange of
principal under an interest rate swap, however,
the swap arrangement sharply reduces the credit
risk, and the consequent need for capital, to the
two partics. Nonetheless, the risk remains that
either party could default on its agreement to pay
interest to the other. If either firm defaults, the
other is no longer obligated to pay the interest on
its side of the swap agreement and there is no
loss of principal. Even so, the firm is still obligat-
ed to meet the payments on its original debt and
is therefore exposed to adverse rate movements.
And if interest rates have moved since it entered
into the swap, the firm could suffer a loss if it
replaces its hedge.

Because of this residual credit risk, most swap
agreements now involve a commercial or invest-
ment bank as an intermediary. Such an interme-
diary bank would enter into offsetting swaps with
both parties and earn a fee for the resulting credit
risk in the form of a spread between the two
swap agreements. There is also a trend toward
the use of third-party insurers who, for a fee, will
guarantee against the default of one of the parties
o the swap.

Whereas interest rate swaps are an cxchange
of a stream of interest rates calculated on a
different basis. currency swaps are an exchange
of labilities based on different currencies. As
with interest rate swaps, the original rationale
behind currency swaps was to provide borrowers
with a means to reduce interest costs while
achieving a desired currency exposure by each
parly issuing debt in the currency in which i
enjoys 4 comparative advantage and swapping
the payment streams. In many cases, the arbi-
trage advantages are the result of regulatory
differences across markets, as in the case of
capital controls that preclude the issuance of
debt in particular markets. In other cases, the
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arbitrage advantage may arise from differences
across markets in investors’ perceptions of the
credit risk of the two firms.

Development of the Swap Market

The development of the swap market undoubted-
Iy has stimulated growth in Eurobonds. Although
estimates vary widely, some market participants
report that as much as 50 to 75 percent of the
volume of new Eurobond issues in recent years
was swap-related. Initially, the typical Eurobond
issuer in a swap transaction was a U.S. or foreign
bank that could issue the debt at an advanta-
geous rate but needed variable-rate funding. As
the market developed, however, it quickly be-
came obvious that any highly rated firm could
reduce its cost for short-term debt through a
swap arrangement, and thus other large U.S.
financial and nonfinancial corporations entered
the market. The market also expanded globally
as firms began issuing debt in U.S. markets tor
the purpose of swapping the proceeds.

The global market for swaps has grown mark-
cdly since its initiation, from an estimated $3
billion outstanding in carly 1982 to more than
$200 billion at the end of 1985, counting the
notional principal on both sides of the transac-
tion. Large commercial and investment banks
developed a marketmaking capability and began
to “warehouse’” swap contracts by booking one
side of the transaction before an offsetting posi-
tion could be arranged. As the market devel-
oped, these institutions offered numerous varia-
tions on the original “plain vanilla™ swap. In
addition to fixed/floating swaps. there are now
exchanges of floating rate payments based on
different short-term indexes (basis swaps) and
fixed-rate payments in one currency for floating
rate payments in another. Some swaps may be
extended or called. Other elaborations are for-
ward contracts on swaps, in which the parties
agree to enter into the swap at a specified future
date. and options 10 enter into a swap at a
specified future date.

As the volume and competitiveness of the
swap business has c¢xpanded. arbitrage spreads
and transactions costs have tended to diminish.
The search for profitable pockets of market
inefhiciency has continued, however, leading to

the development of ever more innovative and
complex swap transactions; the supply of Euro-
bonds with options and features designed to
utilize these innovations has expanded. Euro-
bonds have emerged with options or forward
contracts indexed to U.S. or foreign Treasury
securities or to foreign currencies attached,
Some Eurobonds may be extended at the pur-
chaser’s option and others have been offered
with returns that vary in response to movements
in stock exchange or commodity indexes. These
options or forward contracts may be embedded,
such as in a ““dual currency’” issue, in which
intercst payments are in one currency and the
principal is redeemed in another. Or they may be
separable. such as with a straight debt issue with
a warrant attached that gives the purchaser the
right to purchase Treasury bonds at a set price at
a specified date in the future. An active second-
ary market for trading many of these detachable
options has developed.

As these offshoots to the classical swaps pro-
liferated, it became apparent that the swap of
payment streams based on different interest rate
indexes or currencies could provide corporations
with an attractive hedging vehicle. An institution
with, say, a gap between e¢xisting fixed-rate
assets and floating-rate debt could enter into a
swap agreement 1o help bridge that gap without
tying it to a specific new debt issue. Because a
swap contract is essentially a strip of consecutive
forward interest rate or exchange rate contracts,
its use as a hedging instrument is a natural
outgrowth of this market. But with the great
diversity of customized arrangements, swaps
have become a relatively inexpensive and attrac-
tive tool of risk management.

Other Hedging Products

Volatile rates of interest and foreign exchange
have led U.S. corporations to use other new
hedging techniques in recent years. Growth in
the organized futures and options markets has
been well documented, but in addition, a wide
variety of new hedging vehicles are being offered
“over-the-counter’™ by commercial and invest-
ment banks. As with interest rate swaps. the
advantage of this procedure is that the hedge can
be customized to suit the customers’ needs.
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These new hedging vehicles include both for-
ward rate contracts and interest rate or currency
options, In a forward rate agreement, a firm with
a known borrowing need at some date in the
future can acquire a loan commitment from a
commercial bank with the rate specified in ad-
vance. Or a corporate treasurer with an antici-
pated cash flow can enter into a forward deposit
contract with a bank and lock in the rate of
return.

Customized interest rate and foreign currency
options also have been popular hedging devices.
With an option, a bank conveys to a firm the
right but not the obligation to enter into a finan-
cial contract at a date in the future at a specified
price. For example, a residential or commercial
real estate developer could purchase an option
that would guarantee a maximum rate on long-
term financing when the project was completed.
If funding subsequently became available at a
lower cost, the developer could let the option
expire. Similarly, a multinational firm with antic-
ipated revenues in foreign currencies can pur-
chase options that, for a fee, insure against losses
that would result if those currencies depreciated
against its home currency. Option-like products
are also offered on loans in the form of interest
rate caps; for a fee, a commercial or investment
bank will guarantee that the interest rate on a
variable-rate loan will not exceed a specified
maximum. Or, a firm may elect to reduce the
markup on a variable-rate loan by agreeing that
the rate will not fall below a minimum, or
“floor,”” rate over the maturity of the loan.
Loans with combinations of caps and floors, or
‘“‘collars,’”’ also are available.,

Along with the development of swaps, custom-
ized forward rate contracts and options provide
firms with an efficient means of managing inter-
est rate and foreign exchange risk without alter-
ing the structure of assets or liabilities. This
suggests, among other things, that firms that use
these hedging vehicles appropriately can rely
more heavily on short-term sources of funds
without increasing their exposure to higher inter-
est rates. However, because forward contracts
and options are not recorded on a firm’s balance
sheet, their use makes it increasingly difficult to
analyze a firm’s financial condition using tradi-
tional measures. Although these contracts may
be described in the footnotes to a firm’s financial

statement, there is a growing need for more
standardized accounting and reporting treatment
of these instruments.

SUMMARY

Since the 1982 trough in economic activity, cor-
porate profits and cash flow of nonfinancial firms
have expanded in line with capital outlays; thus,
in the aggregate, the need for external funds to
finance investment has been small. Nonetheless,
in association with a wave of mergers and other
corporate restructurings beginning in 1984, bor-
rowing by businesses has increased sharply
while large amounts of equity have been retired.
In addition, although lower interest rates have
led recently to substantial increases in long-term
debt, corporate use of short-term credit sources
has remained heavy by historical standards.

A combination of highly leveraged positions
and evidence of a slowing of profit growth in
some sectors has led rating agencies to down-
grade an increasing number of corporate bond
issues. More generally, the sharp increase in
corporate debt, large equity retirements, and the
continued heavy reliance on short-term funding
sources raise questions about the exposure of the
corporate sector as a whole to adverse move-
ments in interest rates or economic activity.
Despite the apparent deterioration of some of
these traditional balance sheet measures, other
aggregate indicators of corporate financial condi-
tions produce a brighter picture. Even though
total equities outstanding of nonfinancial firms
have fallen on balance because of corporate
restructurings, higher stock prices have led to a
near-record issuance of new shares recently.
And the increased market value of corporate
stocks has kept measures of debt-to-equity based
on market values relatively stable over the past
few years. Also, lower interest rates have im-
proved the ability of firms to service debt out of
current earnings.

Growth in a number of new markets in the
United States and abroad may have further low-
ered the cost of debt financing. In the United
States, a market for medium-term notes has
developed; and tax-exempt industrial develop-
ment bonds have been an important source of
low cost funds for nonfinancial firms in recent
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years, although the Tax Reform Act of 1986 will
constrain further growth. The public market for
low-rated debt also has grown markedly, en-
abling highly leveraged or less well known firms
to issue securities directly rather than relying on
bank borrowings or private placements for their
funds. Because the growth of these bonds has
occurred during a period of relative economic
stability, however, the strength of the issuers
under adverse conditions has not been fully
tested. If defaults on these securities were to
rise, the market for them likely would be curbed.

Interest rate and currency swaps have become
an important means by which firms can hedge
unwanted exposures. Forward rate contracts and
customized interest rate options are other hedg-
ing instruments that, if used appropriately, allow
firms to rely on short-term funding with less risk
from adverse interest rate movements. Because
these instruments do not appear on a firm’s
balance sheet, though, it is difficult to analyze
the degree to which corporate borrowers have
adequately protected themselves against this
risk.

- The increasing use of swaps and the other new
hedging instruments also has promoted the inte-
gration of the world’s capital markets, and this
may have facilitated the larger capital inflows to
the United States associated with the sizable
U.S. external deficit. As one element of these
inflows, large U.S. firms have been issuing in-
creasing amounts of both long-term and short-
term debt-to foreign investors. With a more
diversified investor base, U.S. firms might be
better able.to withstand shocks to any one fund-
ing source, although these new markets have not
yet experienced large defaults and their liquidity
has yet to be confirmed.

As with the development of any new product,
it is possible that a period of growing losses or
defaults may result in a temporary setback in
some of these markets. But with the increasing
investment by commercial and investment banks
in the research and development of new financial
instruments, along with the trend toward deregu-
lation in a number of important foreign financial
centers, the pace of financial innovation is un-
likely to slacken.



757

The Consumer Advisory Council
in Its First Decade: An Overview

Ann Marie Bray and Dolores S. Smith, Assistant
Director, of the Board’s Division of Consumer
and Community Affairs prepared this article.

The Federal Reserve’s Consumer Advisory
Council provides consumers and the financial
services industry with an important link to the
nation’s central bank. Created by the Congress,
the Council advises the Federal Reserve Board
on the implementation of federal laws governing
consumers’ rights and responsibilities in their
dealings with the financial services industry. The
Council, a body of private citizens, reaches its
tenth anniversary this month. It can look back
with satisfaction on the role it has played in
providing a forum for public debate on many of
the significant regulatory issues that have come
before the Board in the past ten years.

This article presents a brief profile of the
Council’s. operations, describes the different
ways in which the group fulfills its statutory
mandate, and indicates also how the Council
continues to explore new ways of providing
effective assistance to the Federal Reserve
Board and its staff.

GETTING STARTED:
A FRAMEWORK FOR DELIBERATIONS

In 1968 the Congress assigned the Federal Re-
serve Board a leading role in the regulation of
consumer financial services. The legislation that
gave the Board rulewriting authority under the
Truth in Lending Act also established an adviso-
ry committee to assist in drafting the regulation
to implement the act. Later, with the expansion
of the Board’s responsibilities—to credit card
rules, equal credit opportunity, fair credit billing
rights, and other areas of financial services—the
Board suggested to the Congress that its adviso-
ry group also should be given a broader mandate.

Accordingly, a provision in the 1976 amend-
ments to the Equal Credit Opportunity Act called
for the creation of the Consumer Advisory Coun-
cil to supersede the earlier body. The charter of the
Council directs it to advise and consult in the
exercise of the Board’s functions under the Con-
sumer Credit Protection Act (CCPA)—including,
for example, the Truth in Lending, Equal Credit
Opportunity, and Electronic Fund Transfer
Acts—and in other consumer-related matters.

Membership

The Board appoints 30 members to three-year
terms on the Council, staggering the terms to
ensure continuity. In naming replacements each
year, the Board takes care to complement the
background and expertise of those members who
remain, and from among them appoints the
Council chairman and a vice chairman. The
Board seeks also to ensure the representation of
women and of minority groups, as well as a
balanced geographic distribution of members.
Because of the high level of public interest in
service on the Council, the Board through its
appointments has been able to achieve a wide
diversity of membership representing various
segments of the financial services industry, con-
sumer and community organizations, state and
local government agencies responsible for con-
sumer affairs, and college and university facul-
ties. (Additional information about the profes-
sional affiliations of Council members appears in
the box on page 758.)

Improvements to the Council’s Operations
The history of the Council has been marked by

an interest on the part of its members in finding
ways to enhance the value of the Council’s
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PROFILE OF THE COUNCIL

Affiliations

The 114 members who have served thus far have
included bankers, thrift and credit union officials,
retailers, finance company and credit bureau executives,
attorneys who represent industry clients, legal services
attorneys, national consumer advocates, community
organizers, credit counselors, members of state
consumer leagues, state and local government officials
responsible for consumer affairs, and college and
university professors in the fields of law, economics,
business administration, finance, economic education,
and consumer research.

Meetings

One- to two-day meetings, open to the public, are held at
the Federal Reserve Board's headquarters in
Washington, D.C., three times a year.

Current committees

Council chairman appoints members to serve on
committees covering long-range planning, variable-rate
lending, changes in financial organization, community
reinvestment, truth-in-lending and electronic fund
transfers, emerging technologies, service charge issues,
and consumer education.

service to the Board. In the early years, for
example, some members believed that the Coun-
cil could be more effective in advising the Board
if the members played a greater role in formulat-
ing the agenda. Besides serving as technical
advisors on near-term regulatory matters, Coun-
cil members could thus also direct the Board’s
attention to policy issues of emerging concern to
consumers and to the financial services industry.
Through a balloting procedure used from that
point on, they have worked together with the
Board’s staff in developing the Council’s agen-
das.

Similarly, the Council has chosen to use stand-
ing and ad hoc committees to make it easier for
Council members to deal with complex issues
effectively and to enhance the likelihood of de-
veloping a consensus that the full Council can
adopt. A steering committee, established several
years ago, promotes long-range planning.

ADVISING THE BOARD
The Council’s primary mandate is to advise the

Board on the exercise of the Board’s functions
under the CCPA. These functions include the

writing of regulations to implement legislation,
the enforcing of compliance by state chartered
banks that are members of the Federal Reserve
System, and the handling of consumer com-
plaints. The Board also regularly seeks the Coun-
cil’s views in other areas of consumer protection,
such as the advertising of interest rates under
Regulation Q (Interest on Deposits) and on is-
sues related to the implementation of the Com-
munity Reinvestment Act, the Fair Housing Act,
and other laws that the Board is responsible for
enforcing.

In addition to providing advice on issues that
the Board has under active consideration, the
Council has sometimes broadened its agenda to
include items not yet brought before the Board.
Occasionally, the Council has also seen fit to
discuss an issue that falls only marginally under
the Board’s auspices—because of its general
interest to Council members or because of the
belief that the issue is sufficiently important to
consumers to warrant special attention. Some
topics have been the subject of Council delibera-
tions for several meetings over a number of
years—particularly long-range issues of continu-
ing interest, or issues that do not easily lend
themselves to resolution. Others, of a more
immediate nature, have surfaced for discussion
only at one or two meetings. (A sampling of the
other types of issues considered over the past ten
years is shown in the box.)

Rulemaking Function

The Board’s rulemaking activities determined
the focus of much of the Council’s attention in
earlier years. For example, members examined
issues related to the Board’s rules implementing
the Equal Credit Opportunity Act Amendments
of 1976, which bar creditors from discriminating
in credit transactions on the basis of race, nation-
al origin, religion, and other specified factors.
When the Electronic Fund Transfer Act was
passed in 1978, the Council offered advice on
regulations governing consumers’ liability for
unauthorized transfers, and addressed issues
that dealt with the unsolicited distribution of
debit cards. In 1980, members considered rules
for simplifying Regulation Z when the Board
implemented the Truth in Lending Simplification
and Reform Act.
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SAMPLING OF OTHER IsSUES CONSIDERED BY THE COUNCIL

Subject and year first considered

Disposition by Council

Board's authority to identify and prohibit unfair or
deceptive acts or practices by banks. (1976)

Interagency guidelines for the administrative
enforcement of the Truth in Lending regulation.
1977

Interagency issuance of the Community Reinvestment
regulation. (1977)

Credit-scoring systems and their operation under the
Equal Credit Opportunity regulation. (1979)

Integration of Truth in Lending and Electronic Fund
provisions relating to error resolution and consumer
liability for unauthorized use. (1979)

Board’s program limiting the expansion of certain
classes of consumer credit and rules for creditors to
follow in changing terms on credit plans. (1980)

Advertising of IRAs and other deposit accounts. (1982)

Levels of consumer interest rates. (1983)

Educational presentations on new technologies for the
provision of consumer financial services including
automated teller machines, home banking, point-of-
sale terminals, and so forth. (1984)

Further extension of the Home Mortgage Disclosure
Act. (1985)

Rates and sales practices in connection with credit-
related insurance. (1985)

Offering of financial counseling services to consumers by
bank holding companies. (1986)

Council has considered such practices as delayed funds
availability, holder-in-due course, credit practices,
service charges for dormant accounts, and sale of
used motor vehicles. Council continues to monitor
this area.

Recommendations concerning reimbursements by
financial institutions as corrective action for
avercharges. (1978)

Recommendations encouraging flexibility for institutions
in defining their communities and in determining
credit needs, but also endorsing a requirement for
public availability of CRA statement. (1978)

Recommendations relative to scoring of secondary
income and the presentation of reasons for adverse
actions. (1979)

Recommendation that the Board defer further
consideration pending final action by UCC and
other state efforts. (1981)

Extensive discussion on need for advance notice to
consumers and conditions to be met in making
changes. Recommendation for retention by the
Board of authority to invoke emergency credit
measures. (1980)

Adopted a committee report on information that should
be included in a model disclosure form or
advertisement to facilitate shopping for IRAs. (1982)

No consensus reached (1983); topic resurfaced in 1986
relative to rates on consumer credit cards.

Reports have been delivered over the course of several
meetings; a presentation on smart card technology
is slated for the March 1987 meeting.

Recommendations urging permanent extension, actions
to publicize and evaluate HMDA data, and
exploration of new HMDA data systems. (1985)

Two Council discussions ended with no consensus
reached on whether rates are at appropriate levels
or on whether consumers find credit insurance
desirable. (1986)

Recommendation that the Board add consumer financial
counseling to the list of permissible activities. (1986)

Council sessions on rulewriting matters com-
plement the written comments that the Board
receives from the public on any published regula-
tory proposal. From their differing perspectives,
members bring together a special blend of exper-
tise to a regulatory issue: they give advice on the
rights and protections believed to be essential to
consumers and also on whether certain duties
and obligations are workable from the industry
view. Because Council members engage in a

dialogue of give-and-take, their individual posi-
tions are often tempered, through the course of
discussion, with a greater understanding of the
opposing point of view. Thus the Council is more
likely to present a balanced perspective.

With the deceleration that began in 1980 of
consumer statutory initiatives, the Board’s new
rulemaking under the CCPA has slowed some-
what. Even so, the Council’s work on these
matters continues. Some review takes place as a
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consequence of Board policy calling for the
periodic reassessment—under its Regulatory Im-
provement Project—of all its regulations. In this
context, the Council played an important role in
the Board’s assessment, completed last year, of
its equal credit regulations.

And because implementing consumer legisla-
tion is an ongoing process, regulatory issues
continue to arise. At last month’s meeting, for
example, Council members considered a pro-
posed amendment to the rescission rules applica-
ble to refinancings under the Truth in Lending
Act.

Enforcement Of Compliance

The Council takes special interest in the Board’s
supervisory efforts relative to state member
banks. Private citizens do not, as a rule, have the
opportunity to review the compliance examina-
tion efforts of the financial regulatory agencies.
Such matters are not subject to outside com-
ment, and enforcement activities generally re-
ceive public attention only in reports to the
Congress or in congressional hearings. The
Council’s involvement in the Board’s program to
enforce statutes governing financial services is
therefore unique.

In the early years, the Council’s focus was on
particular regulations and how they were being
enforced by the Federal Reserve. Generally,
members discussed enforcement policies, exami-
nation procedures, and state member banks’
compliance with the consumer-related regula-
tions. More recently, they have raised compli-
ance concerns in the context of larger policy
issues—for example, the desirability and feasibil-
ity of expanding data collection on loan appli-
cants to test the effectiveness of federal laws to
enforce antidiscrimination.

Consumer Complaints

In their own professional capacities, many Coun-
cil members representing both industry and con-
sumer groups have dealt with consumer com-
plaints. Thus they take a keen interest in the
Board’s program for investigating complaints
against state member banks. Often that interest

arises in the context of industry practices that
some members believe to be troublesome to
consumers.

Because the Board has the authority to prohib-
it potentially unfair or deceptive acts or practices
by banks, the Council on occasion has taken a
more general look at the System’s complaint
program. Council members, for example, have
received briefings on the System’s monitoring
procedures, which are designed not only to col-
lect data on noncompliance with existing laws
but also to detect trends in unregulated banking
practices. Trends are examined periodically to
determine whether they might signal need for a
legislative or regulatory initiative.

FOCUSING ON CRA: EVALUATION
OF THE BOARD'S PROGRAM

Much of the Council’s attention since 1983 has
been drawn to the need for community develop-
ment and a banking presence in the community,
areas related to the implementation of the
Community Reinvestment Act (CRA). Perhaps
the Council’s most noteworthy contribution
over the years has been to assess how well the
Federal Reserve does its job under the CRA—
one of the agency’s most challenging roles in the
consumer and community affairs area. The CRA
encourages banks, within ‘‘safety and sound-
ness’’ constraints, to help meet the credit needs
of their entire communities, including low- and
moderate-income neighborhoods. The Federal
Reserve’s role with respect to state member
banks is to ensure that they live up to this
obligation by assessing their CRA records in the
context of bank examinations. In addition, when
considering certain applications from banks and
bank holding companies (to acquire a bank, for
example), the Board takes into account the CRA
performance of the institution involved, whether
it is supervised by the Federal Reserve or by one
of the other financial regulators.

The Council conducted, at the request of
Chairman Volcker, a comprehensive review of
the System’s CRA program in 1982-83. The
Council’s mandate was to establish how well the
Federal Reserve was carrying out its CRA re-
sponsibilities. A 10-member committee (appoint-
ed and headed by the Council chairman) gath-
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ered information from a wide variety of sources,
both at the Board and at the Reserve Banks,
about compliance examinations, application pro-
cedures and citizen protests, and the System’s
community affairs function. Committee members
conducted interviews with Federal Reserve ex-
aminers and other staff and made on-site visits to
8 of the 12 Federal Reserve Districts. They met
with local bankers and community leaders, car-
ried out written surveys, and received comments
from interested citizens.

In mid-1983, the Council formally adopted the
committee’s report, which concluded that in
general the performance of the Federal Reserve
in carrying out its responsibilities under CRA
was ‘‘exemplary.’”” The Council encouraged the
Board to consider the intent and spirit of the
report, as well as its suggestions for improve-
ment. The following list contains some of the
specific reccommendations:

e Bank Examination Procedures. To develop
improved methods and data for detecting bank
practices that discourage loan applications from
minorities and other protected groups; to modify
the CRA rating system so that examiners can
better distinguish among banks whose perform-
ance is barely passable, banks with adequate
performance, and banks that are doing an excel-
lent job.

e Community Affairs. To better define the pri-
ority that Reserve Banks should give activities of
their Community Affairs Officers; to develop
community profiles and other credit-related data
analyses to assist examiners in the evaluation of
banks’ CRA performance.

o Applications. To improve communications
with protestants by providing plain-English no-
tices of applications and by other means.

o Compliance Personnel. To develop improved
programs at the Reserve Banks for recruitment,
training, and career paths for bank examiners.

The Council’s study provided valuable first-
hand observations about the operation of the
Federal Reserve’s program. It identified areas in
which improvement was believed possible, in
addition to suggesting the continuation of some
Federal Reserve practices already in place. By
early 1984, the Board had acted on many of the

Council’s 50-plus recommendations to strength-
en enforcement of the CRA and to enhance
public participation in the application process.

The Council’s work in the CRA area contin-
ues. Members have taken an interest, for exam-
ple, in the increasing number of branch closings
and the adverse impact certain closings may
have on communities. A new CRA committee is
also searching for ways in which the Board
could, within existing law, encourage regulated
institutions to attain ratings of excellent for their
CRA performance. The committee’s current fo-
cus is on procedures and mechanisms used by
the Federal Reserve System to assign ratings to
the CRA performance of banks.

TAKING THE LEAD: BASIC BANKING

The Council has increasingly evolved, over the
past ten years, from a body that primarily re-
sponded to Board-initiated requests for its views
into a more assertive group, seeking out and
exploring public policy issues and potential areas
of concern to the Board.

Recently, the Council’s attention has focused
on issues that are indirectly the byproduct of the
economic environment in which financial institu-
tions have operated in the 1980s. That environ-
ment has been marked by an increased cost of
funds, interest rate volatility, and competition
from outside the traditional depository-institu-
tion structure. Some institutions have responded
by adopting such strategies as the pricing of
checking accounts and other banking services,
the closing of branches, and the elimination of
services believed to be unprofitable. These ac-
tions in turn have created concern about the
potential impact on some consumers. Do they
effectively deny convenient access to the pay-
ments system and to safe depositories for small
savings accounts?

The Council’s Committee on Service Charges
studied the issue for much of 1985. The commit-
tee, composed of representatives of consumer
and industry groups, expressed a preference for
voluntary action by the industry rather than
either a legislative or a regulatory approach.
Following a detailed report, in October 1985 the
Council unanimously adopted a resolution on
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basic banking: it called on the Federal Reserve
Board to issue a policy statement that would
encourage programs of basic banking services
accessible to low- and moderate-income consum-
ers (like the one issued previously by the Comp-
troller of the Currency) and asked the Board to
encourage the other financial regulatory agencies
also to issue a statement.

In June, following extensive research and in-
teragency consultations by the staff, the Board
considered a draft policy statement. It decided to
defer action. Two surveys in progress were seek-
ing more information about a decline in account
ownership noted between 1977 and 1983, and
some Board members wanted to wait for those
results before acting. They also wanted to give
certain initiatives launched by industry associa-
tions an opportunity to be tested. And one or two
of them questioned the need for a policy state-
ment by the Board on the basic banking issue.

Council members reiterated their support for a
policy statement from the Board at their meeting
the following week and made two major points.
Industry representatives believed that Board ac-
tion would strengthen the voluntary efforts of the
industry already under way and, conversely, that
inaction could lead ultimately to burdensome
legislation. Both industry and consumer repre-
sentatives also suggested that, whatever the re-
search in progress might suggest, a very strong
perception exists that the banking needs of some
consumers are not being met. Members reintro-
duced the earlier resolution because 13 new
members had joined the Council since the vote in
October 1985. Again, the resolution passed unan-
imously.

In mid-September the Federal Reserve Board
took up the issue of basic banking once more and
approved, after considering the Council's strong
stand, a revised policy statement. The statement
encourages the industry to see to it that certain
minimum financial needs of consumers are met,
particularly the following:

o The need for a safe and accessible place to
keep money.

¢ The need for a way to obtain cash (including
the cashing of government checks).

o The need for a way to make third-party
payments.

The statement suggests that trade associations
and individual depository institutions should ac-
tively foster the offering of basic financial ser-
vices, taking into account considerations of safe-
ty and soundness and flexibility in designing
basic financial products. The Board invited the
other agencies, through the Federal Financial
Institutions Examination Council, to join in issu-
ing the statement.

PROVIDING A FORUM:
REDUCED-RATE FINANCING PROGRAMS

The Council’s discussions this year of reduced-
rate financing by automakers is a timely example
of the Council’s ability to set the stage for public
policy debate. It also illustrates the difficulties
faced by decisionmakers in addressing compet-
ing interests.

In an effort to draw buyers, the major auto-
makers have been offering rates far below the
market through their financing subsidiaries.
Banks and credit unions are losing customers
because many car-buying consumers have cho-
sen to take advantage of the reduced rates. In
fact, many have come to expect, and to wait for,
the rate reductions (an expectation that presents
automakers with a different kind of problem).

Some Council members (and others) have sug-
gested that these programs undermine the useful-
ness of the annual percentage rate (APR) as a
basic shopping tool for comparing the cost of
credit offered by different credit providers. In
some reduced-rate programs recently an-
nounced, a purchaser is given the choice of
financing the vehicle through the automaker’s
subsidiary at a reduced rate of interest or receiv-
ing. a cash rebate. Purchasers who take the
reduced rate, of course, will miss out on the cash
rebate. Critics of these programs say the rebate
should be treated as part of the financing cost
and thus taken into account in computing the
APR that is disclosed to the customer for pur-
poses of Truth in Lending. But under Regulation
Z, no adjustment to the APR is currently re-
quired. The result, according to the critics, is to
lessen the value of the APR as a tool for credit
shopping.
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In March 1986, following a preliminary discus-
sion of reduced-rate financing, the Council mobi-
lized a three-member planning group: the con-
sumer advocate for the State of South Carolina,
the chairman of the Credit Union National Asso-
ciation, and the chairman of the board of the
General Motors financing subsidiary. At the June
meeting, they gave their various perspectives
but reached no consensus and presented no
recommendation.

Since then, a new round of reduced-rate pro-
grams has been announced, and so clearly the
issue has not gone away. In fact, the addition of
zero-percent financing by one of the automakers
makes the issue more critical. The Council will
likely continue to consider whether the programs
pose disclosure problems that should be ad-
dressed under Regulation Z.

MONITORING AREAS
OF CONTINUING INTEREST

Throughout the past decade, the Council has
supplemented its discussion of specific consumer
issues with time devoted to looking at other
Board activities related to consumer matters. In
this way, Council members have the opportunity
to review them, suggest refinements or new
endeavors, and otherwise monitor consumer-
related developments. Two areas of continuing
interest are consumer education and consumer
research.

Consumer Education

Besides compiling reports on the educational
efforts of industry and consumer groups, the Coun-
cil over the years has kept up to date on the
Federal Reserve’s educational program of publi-
cations, films, and consumer workshops. Some-
times it has taken a direct hand in the Board’s
program; for example, after having recommend-
ed workshops for high school teachers in 1978,
the Council then helped implement the plan:
Council members with a background in consum-
er education have served as instructors ever
since. It has made other recommendations for
interagency coordination of consumer education.

And, occasionally it has focused attention on
the special needs of low-income consumers
with limited education and on the need to direct
consumers to credit counseling before they find
themselves in financial difficulties.

Besides touching on the basics of consumer
education, the Council also has examined prob-
lems that point to specific educational needs.
Two years ago, in a period of high interest rates,
the subject was adjustable-rate mortgages. Mort-
gage lenders, with large volumes of fixed-rate
mortgages, had turned to variable-rate lending as
a way to protect themselves in times of ascend-
ing rates. The question, however, was how also
to protect consumers who might not be fully
aware of the implications of a variable interest
rate. Adjustable-rate mortgage (ARM) programs
were proliferating at a rapid pace, and in some
cases lenders were discounting the initial interest
rate to help the borrower qualify. The potentiaily
poor quality of some of these loans represented a
risk both for the lending institution and for the
borrower. At the same time, there was general
recognition that ARMs were here to stay; in fact,
observers expected variable-rate features to ex-
pand from mortgages to other types of credit
transactions. Moreover, ARMs did offer benefits
to consumers. Variable-rate lending frequently
made mortgages available to homebuyers for
whom such credit might otherwise be inaccessi-
ble. And, while they protect lenders when rates
are rising, in a declining rate environment, such
programs are quite beneficial to borrowers.

Believing that consumers are best able to make
a sound economic choice when they are fully
informed, the Federal Reserve Board and the
Federal Home Loan Bank Board joined together
to develop an educational brochure on ARMs.
An ad hoc committee of the Council, detailed to
study ARMs and variable-rate issues, took part
in that effort. (Some 18 other agencies and orga-
nizations from both the private and the public
sectors also participated.) The resulting bro-
chure, Consumer Handbook on Adjustable Rate
Mortgages, helps consumers to better under-
stand the complexities of these mortgage instru-
ments, helps them to ask the right questions, and
enables them to analyze the potential conse-
quences before committing themselves to an
ARM.
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This year the Council’s interest in consumer
education has turned to more general issues. A
committee is exploring ways in which consumer
organizations can be helped to identify and dis-
tribute educational material about financial ser-
vices. The Council’s interest was sparked by
regional efforts among consumer organizations
to provide information through regulated institu-
tions (in the manner of consumer utility boards),
and that concept is one of several approaches
that may be explored.

Consumer Research

The Board has an active consumer research
program that uses comprehensive consumer sur-
veys conducted every few years plus monthly
surveys to obtain data that will help the Federal
Reserve fulfill its monetary policy responsibil-
ities. It also conducts other studies, sometimes in
response to requests from the Congress (such as
a recent study of the effects of proposed credit
card rate ceilings on consumers and creditors).
The Council frequently receives briefings from
the Board’s staff about research studies in pro-
gress and becomes involved in other ways. In
some instances, for example, Council members
have had the opportunity to review and make
recommendations concerning drafts of the ques-
tionnaires to be used in consumer surveys.

From time to time, the Council has also sug-
gested areas for further study by the Board,
following discussion of practices in the financial
services industry that some members believe are
unfair or worrisome to consumers. When percep-
tions vary as to whether a problem exists, the
Council may express an interest in having a
Board study of the issue. Such a case occurred in
mid-1984, when the Council asked for a study of
trends toward increased service charges and
the effects of these increases on consumers. It
received a comprehensive report from the
Board’s staff in early 1985 that presented an
analysis of existing data on the subject.

A similar request followed a Council discus-
sion about credit insurance that focused on
whether creditors include the insurance in a
transaction automatically, without the consum-
er’s explicit request or knowledge. Some Council

members believed that consumers understand
credit insurance and make a conscious decision
to purchase it; others pointed to high penetration
rates, suggesting coercive sales practices on the
part of creditors. Given the Council’s interest,
one of the Board’s monthly surveys asked ques-
tions to determine consumers’ attitudes toward
credit-related insurance; and the results were
given to the Council for use in a subsequent
discussion of the issue,

LOOKING BACK

Over the years, the Council has built a solid
record of accomplishment. As a public forum, it
has ensured a thorough airing of diverse view-
points on a wide range of issues that are of
concern to consumers. It has exhibited strength
in attempting to find a consensus among the
sometimes divergent opinions of its members.
And it has evolved from a group operating within
narrowly defined bounds into a group that seeks
out and explores new and expanding areas of
concern.

The role of the Council has been forged by its
members, who have been, from the beginning, a
group of individuals strongly committed to con-
tributing to the work of the Board. Along the
way, some members have expressed disappoint-
ment that concrete results cannot be attributed to
each of the Council’s deliberations or they have
experienced concern that, if the Board fails to
follow its advice, the Council has not effectively
fulfilled its mandate. Such reactions may be
inherent in the advisory nature of the group, for
without any real decisionmaking authority, the
Council often finds it difficult to measure success
in a tangible manner.

In fact, the advice of the Council is valhable to
the Board—whether it takes the form of a resolu-
tion, whether a more informal consensus on an
issue is reached during a discussion, or whether a
diversity of individual viewpoints are expressed
on an issue for which no consensus is possible.
On occasion, Council discussions can be useful
by confirming that there are no easy choices in
public policy decisionmaking; what is good for
one constituency may adversely affect another.
But having heard firsthand from all parties that
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have a stake in the outcome, the Board is in a
better position to decide an issue.

Notwithstanding any occasional reservations,
the Council itself is on record as to the worth of
its advisory role. Several times members have
endorsed the concept for other agencies, as they
did three years ago when Vice President Bush’s
Task Group on Regulation of Financial Services
was deliberating the possible restructuring of the
regulators’ supervisory functions:

In the context of our experience, Council members
have come to believe that federal financial supervisors
benefit from the opportunity to receive counsel of the
type provided by our group—particularly regarding
agency enforcement of the consumer protection
laws. . ..

The Council suggested that the Task Group
should provide for an advisory group such as the
Council in any future reordering of the federal
agencies.

... AND LOOKING AHEAD

In addition to looking back on areas of interest
and accomplishments, a few of the issues that
will make their appearance on Council agendas
in the years to come should be mentioned.

e New methods for the delivery of consumer
financial services are under study by a Council
committee on emerging technologies. Currently,
the committee is engaged in finding out more
about such developments as videotex, smart
cards, and point-of-sale transactions. Future dis-
cussion of new technologies might go beyond
their mechanics and instead focus on how their
special features will fit into the existing regula-
tory environment,

o Expanded powers for banks and other regu-
lated financial institutions is another area under
committee study. In addition to investigating the
desirability of the entrance by financial institu-
tions into activities outside the scope of the
traditional banking industry, the committee will
likely look at the need for any additional consum-
er protections.

e The Community Reinvestment Act will re-
main in the forefront, particularly in light of
heightened protest activity by community
groups, as a result of an increase in holding
company applications after a relaxation of inter-
state banking laws by many of the states. O
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Treasury and Federal Reserve
Foreign Exchange Operations

This quarterly report, covering the period May
through July 1986, provides information on Trea-
sury and System foreign exchange operations. It
was prepared by Sam Y. Cross, Manager of
Foreign Operations of the System Open Market
Account and Executive Vice President in charge
of the Foreign Group of the Federal Reserve
Bank of New York.!

The dollar declined against most major curren-
cies during the three months ending in July. The
dollar’s downward movement proceeded against
the background of sluggish U.S. economic
growth, expectations of continued monetary eas-
ing in the United States, and doubts that large
payments imbalances among the developed
countries were being reduced. There was no
intervention by the U.S. authorities during the
period but there were sizable dollar purchases by
some other central banks. The dollar’s deprecia-
tion was temporarily interrupted in May only to
resume in June and July. By the end of July, the
dollar was at its low point of the period, having
declined approximately 9 percent against the
Japanese yen and the Swiss franc, and nearly 5
percent against the German mark and other
continental European currencies.

Coming into the period under review, the
dollar had already declined substantially from its
highs of February 1985. Market participants had
noted that officials in several foreign industrial
countries were expressing concern over the ad-
justments that their own industries were begin-
ning to experience. In the face of the apprecia-
tion of their currencies, foreign exporters
increasingly complained of a squeeze on profits

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

as they sought to maintain market shares. In-
deed, a number of commentators questioned
whether increases in domestic demand in Germa-
ny and Japan would be sufficient to offset the
decline in export orders and sustain prospects for
economic growth in these two countries.

Many in the exchange markets anticipated that
the governments of the seven major industrial
countries might use the occasion of the Econom-
ic Summit meeting in Tokyo during early May to
outline measures to stabilize dollar exchange
rates. The Tokyo Economic Declaration noted a
significant shift that had occurred in the pattern
of exchange rates, which better reflected funda-
mental economic conditions. It stated that the
Group of Seven (G-7) countries had agreed to
develop a process to review trends for a number
of economic variables, including exchange rates,
in order to achieve more effective policy coordi-
nation. But the declaration did not call for specif-
ic measures or concerted actions to prevent the
dollar from declining further. Instead, there were
reported remarks by some G-7 officials, which
seemed to imply that there was still room for
further appreciation of nondollar currencies, es-
pecially the Japanese yen.

In reaction to the absence of an announcement
of specific measures, the dollar resumed its de-
cline after the Tokyo Summit. It depreciated
most against the Japanese yen, trading as low as
¥159.99 on May 12, some 38%: percent below its
peak of about a year earlier. Contributing to this
decline in the dollar was the narrowing of favor-
able long-term interest differentials. In addition,
the dollar was undermined by the persistent
current account imbalances manifested by a
large U.S. deficit and Japanese surplus. Market
participants perceived that the U.S. Adminis-
tration hoped that a high level of economic
activity and rising imports abroad would set the
stage for a sizable narrowing of the U.S. trade
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deficit, given that the dollar had already declined
substantially during the past year. But the most
recent data were seen by the market as showing
little progress in redressing the trade imbalance.
Strong protectionist sentiments persisted in
U.S. manufacturing industries even as the U.S.
authorities sought to reduce restrictive trading
practices abroad and resist pressures for protec-
tionist measures at home. Market participants
believed that so long as the imbalances were not
diminishing, market pressures in favor of the yen
would remain strong and that the authorities, at
least in the United States, would accept further
declines in dollar exchange rates.

In early May, the dollar’s decline against the
German mark was more muted than its decline
against the yen. Political and economic uncer-
tainties following the Chernobyl nuclear accident
of late April weighed against the mark for a time.
There were also heavy reflows of funds into the
French franc and Italian lira following an April
realignment of the European Monetary System
(EMS) and, in the case of the franc, in response
to the exchange market’s favorable reaction to
initial plans for privatization of French public-
sector firms. Thus, the mark traded at the bottom
of the EMS.

Before long, however, many in the market
came to interpret official views as indicating that
a period of consolidation was appropriate. Deal-
ers anticipated that many of the governments
abroad, facing local or national elections, would
welcome a period of exchange market tranquili-
ty. Also, time was needed to evaluate the effects
on economic activity and trade flows of the
changes in exchange rates and declines in inter-
est rates that had occurred during the preceding
year.

After mid-May, perceptions about the relative
strength of the U.S. economy temporarily bright-
ened, expectations of further drops in U.S. inter-
est rates faded, and the dollar appreciated more
or less steadily for the rest of the month. Faster-
than-expected growth in U.S. monetary aggre-
gates appeared to lessen the scope for a near-
term easing of U.S. monetary policy. Repeated
denials of any need to ease monetary policy by
officials of the Bundesbank and the Bank of
Japan led dealers to believe that there was little
chance of a coordinated cut in interest rates. For

the first time in several months dollar interest
rates increased, with the rate on three-month
Eurodollar deposits exceeding 7 percent. A
strong upward revision in first-quarter real GNP
and other statistics on U.S. economic activity
were interpreted favorably by the exchanges. By
June 2, the dollar reached ¥177.05 and
DM2.3445, levels that were the highs for the
dollar during the period under review.

But the dollar began to edge down again in
early June as new evidence suggested that the
anticipated boost to U.S. exports and growth
was not being sustained, and expectations of
another downward adjustment in U.S. interest
rates were revived. After the statistics of late
May, an increase in U.S. unemployment came as
a disappointment and was the start of a series of
figures pointing to only lackluster U.S. economic
activity. Statements by Chairman Volcker were
interpreted as running counter to the idea that
the Federal Reserve needed to wait to cut its
discount rate again until central banks in other
countries eased monetary policy. Market partici-
pants started to consider the possibility that the
U.S. authorities might welcome a renewed de-
cline in the dollar on the grounds that central
banks abroad might cut their interest rates more
quickly in such an environment. In the mean-
time, there were concerns that some of the
heavily indebted Latin American countries were
considering imposing a debt-service moratorium
or limiting debt payment to a percentage of
export earnings. Thus, for domestic and interna-
tional reasons, market participants thought that a
further easing of U.S. monetary policy might be
imminent. With the possibility that such a U.S.
move might not be matched elsewhere, the dollar
came under downward pressure.

For several weeks in June, pressures to sell the
dollar were well contained. Dealers perceived
that authorities abroad were prepared to inter-
vene to prevent a further decline in dollar rates
for a while. In particular, there were numerous
reports of dollar purchases by the Bank of Japan,
and market participants seemed to believe that
the Japanese central bank would strenuously
attempt to limit the yen’s rise before Japanese
parliamentary elections on July 6. Dealers also
thought that the Bundesbank might intervene if
the mark threatened to rise too strongly.
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In July, the dollar began to move down quick-
ly, especially against the Japanese yen and the
Swiss franc. Market participants doubted the
Japanese authorities would be able to contain for
long the yen’s rise in the face of mounting trade
surpluses. (Because of the substantial deprecia-
tion of the dollar since February 1985 and the
decline in world oil prices, Japan’s trade surplus
continued to grow in dollar terms, even though
Japanese exports in 1986 were actually lower in
volume terms than in the previous year.) As a
result, traders started to establish large long
positions in yen and commercial leads and lags
swung in favor of Japan. The Swiss franc also
began to be viewed as a particularly attractive
alternative to the dollar. It was not as affected as
the German mark by political uncertainties and
by June had developed an interest rate advantage
over the mark. Moreover, market participants
felt that the Swiss National Bank would maintain
relatively tight monetary conditions whatever
the international environment and was not likely
to intervene in the exchanges to limit the appreci-
ation of its currency.

The German mark, too, began to gain more
strength as the dollar declined during July. After
the Federal Reserve cut its discount rate a half of
I percentage point, effective July 11, a number of
German officials commented that a further de-
cline in German interest rates would be inappro-
priate inasmuch as their domestic economy had
picked up in the second quarter and the growth
of central bank money remained above target. In
addition, the German government indicated it
would not depart from its earlier fiscal targets.
The mark also strengthened against other Euro-
pean currencies around this time. Flows into
France that had occurred after the April EMS
realignment and had weighted on the mark began
to subside as French residents reportedly took
advantage of an easing of exchange controls. The
mark also benefited from shifts in investor pref-
erence away from sterling-denominated assets,
previously viewed as a principal alternative to
dollar investments. As Britain's economic out-
look dimmed with oil prices reaching new lows
and the government of Prime Minister Thatcher
facing considerable political criticism, investors
and traders both shifted funds increasingly out of
sterling and into marks. During July, the German

mark moved from near the bottom to near the top
of the EMS to emerge as the third strongest
currency in that arrangement; it also gained 7%z
percent against sterling.

In late July, the dollar’s decline accelerated.
There was press commentary to the effect that,
for other industrialized countries, the boost to
real income resulting from the oil price decline
was not yet showing through; these countries
were going to have to expand more quickly and
import more vigorously for the United States to
achieve a substantial balance of payments adjust-
ment. Yet a U.S. official’s call for stronger
growth abroad had elicited replies from German
and Japanese officials indicating that stimulative
policies would not be forthcoming in the near
term. As for the United States, rapid growth in
the U.S. monetary aggregates and a sustained
decline in U.S. interest rates indicated that mon-
etary policy was not a constraint on U.S. growth.
But long-term U.S. interest rates had actually
firmed as short-term rates eased during the last
half of July. Under these circumstances, market
observers wondered whether foreign demand for
U.S. securities was being sustained sufficiently
to finance the U.S. deficits and thereby avoid
another sharp decline in dollar rates or a further
rise in interest rates. Simultaneously, release of
U.S. trade statistics suggesting the deficit had
widened in June reinforced the view that the
desired adjustments were slow in materializing.

1. Federal Reserve reciprocal currency arrangements
Millions of dollars

Amount of Amount of
Institution facility, facility,
January 31, 1986 | July 31, 1985
Austrian National Bank .. ... 250 250
National Bank of Belgium . .. 1,000 1,000
Bank of Canada............ 2,000 2,000
National Bank of Denmark . 250 250
Bank of England ........... 3,000 3,000
Bank of France ............ 2,000 2,000
German Federal Bank....... 6,000 6,000
Bank of Italy............... 3,000 3,000
Bank of Japan.............. 5,000 5,000
Bank of Mexico............ 700 700
Netherlands Bank .......... 500 500
Bank of Norway ........... 250 250
Bank of Sweden,........... 300 300
Swiss National Bank........ 4,000 4,000
Bank for International
Settlements:
Swiss francs—dollars ...... 600 600
Other authorized European
currencies—dollars ... ... 1,250 1,250
Total .................. 30,100 30,100
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2. Net profits or losses (-) on U.S. Treasury and
Federal Reserve current foreign exchange
operations!

Millions of doflars

U.g. T;:'easury
. Federal Xxchange
Period Reserve Stabilization
Fund

May 1, 1986-July 31, 1986 ... 0 0
Valuation profits and losses

on outstanding assets

and liabilities as of

July 31, 1986%........... 1,398.6 1,470.4

1. Data are on a value-date basis.

2. Valuation gains represent the increase in the dollar value of
outstanding currency assets valued at end-of-period exchange rates,
compared with the rates prevailing at the time the foreign currencies
were acquired.

As market participants increasingly questioned
whether the major industrialized countries would
be able to work together to redress their large
economic imbalances, the dollar declined to
close the period at DM2.0890 and ¥153.65.

At the end of July, the dollar had declined 9
percent against the Japanese yen and Swiss
franc, as well as almost 6 percent against the
German mark and other EMS currencies. It had
remained stable, however, against the Canadian
dollar and had risen against the pound sterling.
Therefore, on a trade-weighted basis against the
currencies of the major industrial countries, as
calculated by the Federal Reserve Board, the
dollar closed the period 3 percent below its level
at the end of April.

3. Drawings under special swap arrangements with
the U.S. Treasury

Miltions of dollars; drawings or repayments (—)

Drawings on U.S. Total May 16, Outstanding
Treasury facilities facility 1986 July 31,
1986
Central Bank of
Ecuador ..... 150 75 75

Data are on value-date basis.

On May 14, the U.S. Treasury, through the
Exchange Stabilization Fund (ESF), agreed to
provide short-term financing to the Central Bank
of Ecuador, totaling $150 million, until Ecuador
could finalize negotiations for a new financing
facility from commercial banks and additional
loans from international financial institutions. On
May 16, the Central Bank of Ecuador made a
drawing of $75 million.

The Federal Reserve and the ESF invest for-
eign currency balances acquired in the market as
a result of their foreign exchange market opera-
tions in a variety of instruments that yield mar-
ket-related rates of return and that have a high
degree of quality and liquidity. Under the author-
ity provided by the Monetary Control Act of
1980, as of July 31 the Federal Reserve had
invested $2,941.2 million equivalent of its foreign
currency holdings in securities issued by foreign
governments. In addition, the Treasury held the
equivalent of $4,083.6 million in such securities
as of the end of July. O
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Industrial Production

Released for publication September 167

Industrial production edged up an estimated 0.1
percent in August. Gains in output were sizable

1. Revised 1984 and 1985 annual levels for major groups
can be found in table 2.10, p. A44. For more detailed series,
revised 1985 annual levels and revised data for the past 12
months are contained in tabie 2.13, pp. A47-A48.

in defense and space equipment, construction
supplies, nondurable consumer goods, and non-
durable materials; however, auto, steel, and
electricity production declined during the month.
Revised data for the preceding two months indi-
cate somewhat stronger industrial activity than
did the earlier estimates. In particular, total
industrial production for June was revised to no
change (from -0.3 percent) and July output to a
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1977 = 100 Percentage change from preceding month Percentage
change,
Group 1986 1986 Aug. 1985
to Aug.
July J Aug. Apr. I May ] June | July l Aug. 1986
Major market groups
Total industrial production ......... 124.6 124.8 8 -4 0 3 1 3
Products, total .................... 132.9 1333 1.1 -2 -1 .5 4 1.0
Final products................... 131.7 132.2 1.2 -4 -.5 .6 4 .0
Consumer goods............... 124.8 125.1 2.2 -2 .0 5 2 34
Durable .................... 115.9 115.2 3.1 -1.8 5 14 -.6 6
Nondurable ................. 128.1 128.7 1.9 3 -2 2 .5 4.4
Business equipment. . .. 137.5 137.9 .6 -.5 -1.2 1.0 3 -2.2
Defense and space..... 179.7 182.2 1.0 .0 2 8 1.4 5.1
Intermediate products. ... 136.9 137.4 9 4 1.2 .1 3 4.3
Construction supplies .......... 124.2 125.1 8 -.1 5 1 .6 39
Materials ...........ccociiiiia. 113.3 113.1 5 -7 2 .0 -2 -7
Major industry groups
Manufacturing..................... 128.8 129.2 1.2 -4 -2 .6 3 1.3
Durable.........c.ooviiiinnn 127.0 127.1 1.0 -9 -7 7 .0 -.8
Nondurable ..................... 131.4 132.1 1.5 2 .5 .6 6 4.8
Mining - .ooooeii 97.4 96.0 -19 -1.2 -4 -2.0 -1.4 -11.2
Utilities. . ......oooviiiiiinnnn 109.8 108.2 .1 -8 1.7 -.6 -1.5 -1.7

Nork. Indexes are seasonally adjusted.

small rise (from -0.1 percent). At 124.8 percent of
the 1977 average, production in August was 0.3
percent higher than it was a year earlier and
down 1.1 percent from January.

In market groups, output of consumer goods
rose 0.2 percent in August. Although autos were
assembled at an annual rate of 7.0 million units—
down about 8 percent from the rate of 7.6 million
units in July—increased truck production moder-
ated the effect of reduced auto output. Produc-
tion of home goods—such as appliances and
furniture—also advanced in August. Nondurable
consumer goods increased 0.5 percent, reflecting
gains in consumer fuels, chemical products, and
foods. Output of business equipment gained 0.3
percent, owing to increases in transit equip-
ment—largely trucks and aircraft—and in com-
mercial equipment. Production of defense and
space equipment advanced sharply in August
and is currently about 5 percent higher than it
was a year earlier. Qutput of supplies for con-
struction and business continued to increase.
Output of materials, however, declined during
the month, reflecting lower metals output (main-
ly steel), which was related to strike activity, less
electricity generation, and reduced output of
parts for consumer durables, especially autos.

Within materials many nondurable industries ev-
idenced sizable increases in output.

In industry groups, manufacturing output in-
creased 0.3 percent in August following a revised
gain of 0.6 percent in July. All of the August gain
was due to increased production of nondura-
bles—in particular, chemicals, petroleum prod-
ucts, and textiles. But mining output was cur-
tailed further, with reductions in all major
industries with the exception of oil and gas well
drilling, which posted a small gain in August
foliowing declines since July 1985. Production at
utilities declined an estimated 1.5 percent, main-
ly because of a drop in electricity generation
related to cooler weather in August.

Revised indexes

As part of the Federal Reserve’s ongoing review
of its statistical series, the indexes of industrial
production have been revised beginning with
January 1984,

The revision of the indexes for 1984 and 1985
affects the series primarily through the incorpo-
ration of information not available at the time the
indexes were originally estimated. In the present
revision, unlike the 1985 general revision, no
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major modifications were introduced; in particu-
lar, the reference year, the weights, and the
groups of the index have remained unchanged.
The present revision, besides incorporating data
previously not available, reflects the updating of
the seasonal adjustment factors for the entire
index, including its groups and the basic series;
these factors are now calculated with the use of
data through December 1985. The production
adjustment factors applied to the indexes were
updated as well.

The revised data indicate slightly less growth
in the total index of industrial production than
previously estimated: a rise of 11.2 percent in
1984, instead of 11.5 percent, and an increase of
2.0 percent during 1985, instead of 2.2 percent.
The cumulative effect is to lower the level of the
total index in December 1985 0.6 percent.

Indexes for most industry and market groups
also were revised downward slightly. In three
market categories—business equipment, defense
and space equipment, and energy materials—
1985 annual output levels were revised down-

ward 1 percent or more; the level of output in
nondurable materials was revised upward slight-
ly for 1984. Among the major industry groups,
downward revisions of total manufacturing out-
put for both 1984 and 1985 were about one-half of
1 percent; the level of mining output was slightly
increased for 1984 but decreased for 1985; and
the level of utility production was revised down-
ward 0.2 percent and 1.3 percent in 1984 and
1985 respectively.

The revisions of the data between January and
July 1986 reflect, in part, the revisions undertak-
en for 1984 and 1985 as well as the receipt of new
information for 1986. Unlike the revisions for
1984 and 1985, which show slightly less growth
for those years, the revisions for the first seven
months of 1986 indicate somewhat stronger in-
dustrial activity than that estimated previously: a
cumulative decline of 1.1 percent for the period,
instead of 2.1 percent. The overall level of indus-
trial output for July 1986—at 124.6 percent of the
1977 average—was slightly higher than that pub-
lished earlier (124.1).
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Statement to Congress

Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Subcommittee on Trade, Committee
on Ways and Means, U.S. House of Representa-
tives, September 24, 1986.

You have raised with me a number of important
questions concerning the state of the world econ-
omy, and particularly the U.S. trade position and
our increasing international indebtedness. There
are, indeed, serious problems in these areas that,
left untended, would pose great dangers both for
us and for our trading partners. At the same time,
our responses, and those of other countries, need
to be well considered as well as forcible—well
considered in terms of their consistency with
sustainable world growth, a greater degree of
international financial stability, and a trading
order able to support that growth.

The burden of my comments today is that
much of the groundwork has been, or is being,
laid for such an approach. I realize that the
results so far are uneven. Frustrations abound,
here and abroad. Margins for error have been
pretty well exhausted. But 1 also sense a wider
appreciation of those risks, a larger degree of
consensus on the directions we must take in
economic policy here and abroad, and greater
willingness to explore and perhaps deal with
some of the longer-term ‘‘systemic’’ issues.

The most striking reflection of the strains in
the world economy is the enormous imbalance in
our trade accounts and the counterpart surpluses
of some countries abroad. When I appeared
before this subcommittee in April 1984, our trade
and current account deficits were already big and
getting bigger—running about $110 billion. Two
years later, in the second quarter of 1986, those
deficits approached $150 billion.

I emphasized in that earlier appearance that
those external deficits were related to more
fundamental factors—relative rates of economic
growth, the size of our budget deficit, exchange
rates, and the international debt crisis.

Those factors remained adverse for some time
longer. As a result, there are still no clear signs
that the trade deficit is declining, and we have
continued to see marked instability in exchange
rates and strong protectionist pressures. But I
also believe that prospects are now more hope-
ful. Some basic corrective forces have been put
in place, and others are receiving more attention.
As a result, we have the clear opportunity for a
more favorable conjuncture of policies and re-
sults.

Certainly, industrialized countries generally—
and many developing countries as well—have
made considerable progress toward restoring a
greater sense of price stabjlity, one prerequisite
for sustaining economic growth and greater inter-
est rate and financial stability. Current exchange
rate relationships place our industry in a far
better competitive position among the industrial
countries than it has been for some years; I see
no need for further adjustments on anything like
the scale or speed of the past 18 months. You and
your colleagues now appear to be dealing with
the budget deficit more forcibly—an approach
that, if carried through, will reduce our depen-
dence on foreign capital and provide protection
against a resurgence of inflation. Moreover,
there have been some signs in some major for-
eign countries recently, most notably Germany,
of a resurgence of domestic demand after a
considerable period of sluggishness. There ap-
pears to be growing recognition of the crucial
importance of sustaining that demand.

THE TRADE ACCOUNTS—PROBLEMS AND
PROSPECTS

In 1980, the United States had a small trade
deficit and the current account—benefiting from
earnings from our net overseas investment—was
in virtual balance. Since then, the value of im-
ports, other than oil, has almost doubled. Total
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imports are running at some $360 billion, despite
large declines in the oil import bill.

In contrast, the total value of U.S. merchan-
dise exports has been little changed on balance
during the 1980s, running currently at about $220
billion, or only about 60 percent of our imports.
An actual decline of more than a third in exports
of agricultural products has been only partially
offset by a rise in the dollar value of exports of
manufactured goods, which must make up the
bulk of our export sales. In volume terms, total
exports have actually declined a bit—about 3
percent—since 1980.

That swing in our trade accounts is one rea-
son—the most important reason—that domestic
manufacturing activity has been sluggish during
much of the current period of economic expan-
sion. It is also a factor restraining the willingness
of manufacturers to invest for future expansion.

At the same time, the surplus we have tradi-
tionally run on services and other current ac-
count items has virtually disappeared, reflecting
primarily the growing amounts of interest paid on
our increasingly heavy overseas indebtedness.
Borrowing abroad is, of course, a necessary
counterpart of a current account deficit. But we
have been dependent on foreign borrowing in
another sense as well; it has had the practical
effect of largely offsetting the huge demands on
our money and capital markets from the budget
deficit. Convenient as that borrowing has been,
however, that process is not sustainable indefi-
nitely.

We are now by far the world’s largest debtor
country, and even under favorable circum-
stances that net indebtedness will increase sub-
stantially further in the years ahead. Of course,
our external debt, relative to our GNP, is still
rather modest. Nonetheless the trend is disturb-
ing.

Over time, interest on that debt will have to be
paid, implying the need for relatively more ex-
ports and fewer imports. Unless the foreign
funds have, directly or indirectly, been employed
in building productive investment, the implica-
tions for growth in American living standards are
adverse. Unfortunately, given our budget deficit,
savings patterns, and the trend of plant and
equipment spending, the evidence suggests that
most of the funds available from abroad have
indirectly supported consumption rather than

adding much to our productivity or productive
capacity.

That is a long-term consideration. In the more
immediate future, the relevant question is wheth-
er foreigners will remain so willing to employ so
large a fraction of their own savings in our
markets. The question could become more point-
ed if, and as, their own economies expand more
rapidly, as we would like to see.

In that respect, much turns on confidence—
confidence that the United States will, in fact,
sustain growth without reigniting inflation; that
the dollar will tend to stabilize in the exchange
markets; and that, over time, our trade balance
will decline, reducing our need for overseas
financing.

There are, of course, strong domestic reasons
why a reduction in our trade deficit is essential.
For a time, it could be argued that the rising level
of imports and accompanying capital flows
brought short-term benefits to most Americans.
We could enjoy relatively cheap and high quality
imports; intense competition helped stabilize the
domestic price level; and the ready availability of
funds from abroad meant that we could finance
the federal deficit at lower interest rates than
would have otherwise been possible. But the
process also squeezed our industrial base, se-
verely affecting a number of industries and work-
ers.

The strains are now showing economically and
politically. Indeed, prospects for continuation of
the economic expansion through 1987 and be-
yond are heavily dependent on an improved
trade balance. The relevant question is how to
achieve that result, consistent with our growth
and stability and that of the world at large.

TOWARD A CONSTRUCTIVE SOLUTION

No single measure, here or abroad, is likely by
itself to restore a better balance in our trade
position without damaging other important ob-
jectives, including prospects for world growth,
That is particularly true of a scatter-gun ap-
proach toward protectionism.

I well understand, at a time of stress in impor-
tant regions of the country and particularly in the
light of evidence of restrictive practices by oth-
ers, the temptations to move in that direction.
But I hope we are fully aware of the risks. The
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results now would be no better than in the 1930s;
then, one protectionist measure bred others, and
world trade and economic activity were de-
pressed together.

We preach to Latin America and others the
need to find solutions to their problems in the
context of an open trading system, and in the
efficiencies and productivity that fosters. But of
course that will not work unless our market and
others are open to them. And the lesson of the
benefits of a liberal trading order is equally
applicable to all of us.

Our effort, instead of retreat, must be directed
toward opening other markets, and toward assur-
ing that trade can proceed on fair and reciprocal
terms. In the broadest sense, that effort is, of
course, what drove our negotiating efforts at
Punta del Este, as we and others worked to
launch a new round of General Agreement on
Tariffs and Trade (GATT) negotiations.
Strengthening the agreed set of international
trading rules is essential to provide a fair and
more comprehensive framework for the conduct
of international business. It is part of a construc-
tive response to protectionist pressures.

I realize that that strengthening is the work of
years. More can and should be done to deal, case
by case, with particular problems with particular
trading partners in the nearer term. You are
familiar with those efforts—with both the suc-
cesses and the frustrations. But I know of no
other way of proceeding without damaging our
fundamental objectives.

In terms of achieving decided improvement in
our trade balance, other approaches will, in any
event, be quantitatively far more important. One
of those approaches is to maintain a value for our
currency vis-a-vis other industrial countries that
permits our companies to compete effectively.
Judgments in this area are always difficult and
results are the acid test. However, in contrast to
the situation 18 months ago, and assuming grow-
ing markets are open to us, my sense is that we
are, for now, reasonably close to an appropriate
adjustment in that area. Whether that will remain
a fair judgment is, of course, dependent heavily
on prospects for enhancing productivity in indus-
try and maintaining reasonable price stability.

I realize that, even with the dollar more than
30 percent below its average level in early 1985
(and about 40 percent lower in terms of the

Japanese yen and the West German mark), our
overall trade balance has yet to improve. That is
not entirely surprising. We are still experiencing
some of the lagged effects of the extraordinary
strength of the dollar earlier. Many of those
exporting to us have been willing to reduce
previously wide profit margins, or for a time to
forgo profits for market share. Some U.S. indus-
tries operating at a relatively high level, and
reluctant to expand capacity, have raised their
own prices as the exchange rate has fallen.
Moreover, when prices of imports rise, so for a
time will the total import bill, widening the trade
deficit until competitive adjustments are made.

More broadly, we need to recognize that ex-
change rate changes alone will not assure the
lasting competitiveness of our industry or the
large shift of resources necessary here and
abroad to restore better balance to the world
economy. Indeed, without support of other poli-
cies, exchange rate changes can be counterpro-
ductive in important respects—inflationary in the
United States and a restraint on demand and
economic activity abroad.

Fortunately, the sharp decline in oil prices has,
until now, more than offset the effects of the
declining dollar exchange rates on producer and
consumer prices in the United States. The coun-
tries with the greatest exchange rate apprecia-
tion—Japan and Germany—have experienced a
leveling or even a decline in the volume of
exports and some increase in imports, as they
inevitably must if their trade surpluses are to
decline,

Looking ahead, the relevant question is wheth-
er the large shift in resources implicit in reducing
our trade deficit, and the surpluses of others, can
be accomplished in a framework of noninflation-
ary growth, here and abroad. It is that underlying
question that seems to me to lie behind so much
of the active trans-Atlantic and trans-Pacific eco-
nomic dialogue in recent months—a question
that sometimes seems to be obscured, rather
than enlightened, by focus on the timing or
wisdom of particular policy measures, fiscal or
monetary, by one country or another.

The basic point is that the adjustments re-
quired, by their nature, must be two-sided. The
United States, if it is to reduce its trade deficit
substantially, must be prepared, in relative
terms, to reduce the rate of growth in domestic
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consumption in favor of the external sector and
investment. At the same time, we will have to be
prepared to rely less on capital inflows to finance
domestic needs. For other countries, with exces-
sively large trading surpluses, the opposite must
be true—relatively stronger growth in domestic
demand and consumption and more fully utilized
domestic savings as their trade balances decline.

The clear implication is that broadly comple-
mentary approaches are necessary in the com-
mon interest. For the United States, orderly
reduction in the budget deficit remains a key, and
the external sector (and manufacturing activity)
should provide more of the impetus to growth.
For other countries some appropriate mix of
monetary, fiscal, and other policies to sustain
and enhance domestic demand are required if
their trade surpluses are to decline in a context of
healthy world growth.

While international consultations and discus-
sions can help clarify these issues, decisions on
the precise nature and timing of particular fiscal
or monetary measures naturally will remain with-
in the province of national governments, subject
to their individual analyses of economic develop-
ments and outlook. Sometimes, coordination of
particular actions—such as monetary policy
decisions—may indeed be important to avoid
unwanted effects on exchange markets or finan-
cial markets generally. But what is far more
critical than the precise timing of particular mea-
sures is achieving a realistic understanding of the
interactions among national economies, and act-
ing upon that understanding to maintain the
momentum of noninflationary growth.

The most recent developments are reasonably
encouraging. As I noted earlier, we do appear to
be making some progress toward reducing our
budget deficit, even if all the optimistic assump-
tions underlying the program now under congres-
sional debate are not borne out. Economic activi-
ty—and particularly domestic demand—turned
stronger in the spring and summer in Germany,
and to a lesser extent in Japan, following sub-
stantial sluggishness.

I realize that questions are raised about the
‘‘staying power’’ of those changes, here and
abroad, That is why it is so important that there
be full understanding among governments of
what is at stake and of the need for continuing
appraisals of progress and the possible need for

complementary actions. As you know, the Eco-
nomic Summit at Tokyo last spring strongly
emphasized the need for maintaining close con-
tacts among economic officials, for close review
of economic indicators, and for mutual assess-
ment of the outlook. The series of meetings
before the annual sessions of the governors of
the IMF and the World Bank next week will
provide ample opportunity to further that effort.

THE HEAVILY INDEBTED
DEVELOPING COUNTRIES

Those meetings will also devote a lot of attention
to the continuing problems of many countries in
Latin America and elsewhere burdened with
heavy debt as they work to restore greater
growth and stability. Plainly, those problems will
to some extent be with us for some time-—
warning enough of the wisdom of seeking solu-
tions to our own ‘‘adjustment’’ problem before it
reaches crisis proportions. The evident fact that
large difficulties remain should not, however,
obscure the very real progress that has been
made.

Indeed, for most of the indebted countries the
necessary external adjustment has already been
substantially achieved. Taken as a group, the 15
heavily indebted countries more or less arbitrari-
ly associated with the so-called ‘‘Baker Plan”
were in rough current account balance in 1984
and 1985. In 1981 and 1982, in contrast, they had
an aggregate deficit of about $50 billion. In other
words, the collective trade surpluses of those
countries rose to the point that they offset inter-
est payments on outstanding debt. Interest pay-
ments themselves, reflecting developments in
world financial markets, are now moving lower.

To be sure, that effort for a time was accompa-
nied by sharply lower imports, recession, and
lower standards of living. Moreover, for about
two years, there has been little new net lending
to those countries by the world’s commercial
banking system. As we look ahead, those cir-
cumstances need to change. Ultimately, the debt
burdens can be carried only in the context of
healthy growth, which, in turn, implies more
investment and imports. For most of the indebt-
ed countries, some margin of funds will be re-
quired from abroad to meet those needs although
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not nearly so much as during most of the 1970s
and early 1980s.

Fortunately, there are encouraging signs of
progress in those directions. A number of the
heavily indebted countries are now growing
again, in some cases with vigor. That is true in
the case of the largest single debtor country,
Brazil. Helped by the reduction in world interest
rates, external interest burdens are being re-
duced appreciably in some countries relative to
exports or other measures of capacity to pay. A
number of Latin American countries have also
taken striking initiatives toward dealing with
chronic inflationary problems.

Potentially of equal importance, considerable
if uneven progress has been made toward liberal-
izing the economic structures of borrowing coun-
tries in ways that should encourage more growth
and productivity over time, in the process justi-
fying new equity investment and some lending by
international institutions and banks. That prog-
ress has been particularly evident with respect to
the trade sectors of a number of countries.

The main motivation clearly is to improve the
efficiency and competitiveness of their own ex-
port industries. However, the result should cer-
tainly be to enhance opportunities for exports
from the United States and other industrial coun-
tries. A more favorable attitude toward private
investment, both by their own citizens and by
foreigners, is another indication of a generally
more outward-looking, market-oriented ap-
proach.

It would be too much to claim that this prog-
ress is uniform or yet firmly ingrained in econom-
ic or political structures. But against the very
different pattern of the past—a pattern extending
over decades of inward looking efforts at self-
sufficiency and strong state control of industry—
the sense of change is impressive. I believe it is
deeply in those countries’ interest, and ours, to
see that process continue and mature, for it will
ultimately provide the basis for renewed prosper-
ity, higher living standards, and greater political
stability. To achieve that end, it is also evident
that much will depend upon the cooperation of
creditor banks and governments in supporting
effective economic programs, sustaining a rea-
sonably favorable world economic climate, and
maintenance of open markets.

The sharp decline in oil prices earlier this year

threatened to set back the entire effort. To be
sure, pressures on some countries were moderat-
ed by lower oil prices. But that same develop-
ment had an enormous adverse impact on major
oil exporters such as Mexico, Venezuela, Ecua-
dor, and Nigeria. At the low oil prices reached
this summer, for instance, Mexico would lose
more than a third of its total 1985 exports,
perhaps a fifth of its government revenues, and
the equivalent of more than 5 percent of its gross
national product. With the exception of Venezu-
ela, there was no large cushion of external re-
serves to buffer the shock.

Inevitably, that situation has posed a severe
new challenge to all the parties concerned. Mexi-
co, Nigeria, and Ecuador have each responded
with strong new efforts to deal with budgetary
deficits, to improve efficiency, and to promote
longer-run efficiency and longer-run adjustment.

In the case of Mexico, the basic orientation is
symbolized by a long-debated decision to join
GATT. In that spirit, import restrictions are
being rationalized and liberalized, some state-
owned enterprises are being made available for
sale (or, if too inefficient, shut down), subsidies
are being reduced and eliminated, and proce-
dures for approving foreign investment are being
eased.

The IMF is supporting those efforts. It has
agreed in its own lending program to imaginative
new approaches to help assure growth and guard
against further adverse oil contingencies. The
World Bank is ready to provide sizable new
credits to assist sectoral and structural adjust-
ment, with appropriate monitoring of progress.
At the same time, significantly larger financial
resources than anticipated earlier for Mexico will
have to be marshalled from both official and
banking sources abroad to help ease the transi-
tion, to maintain continuity in debt service, and
to provide a solid base for renewed growth.

That combination of adjustment, structural
change, and appropriate financing in support of
renewed growth is the essence of the approach
set out by Secretary Baker at Seoul last year.

What remains to be done in the case of Mexico
is completing financial agreements with commer-
cial bank creditors both to restructure outstand-
ing debt at acceptable terms and to provide the
needed margin of new credits, comparable in
total to those supplied by official sources.
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The net amount to be made available by com-
mercial banks through the end of next year
would run to a little less than 7 percent of
outstanding loans. That is a sizable amount, but
it should be kept in perspective. It is so large
only because of the size of the decline in oil
prices—a decline that has reduced expected fi-
nancing needs of some other countries. Looking
back, commercial banks’ claims on Mexico ap-
pear not to have increased significantly for more
than two years. Taking Latin America as a
whole, present indications are that lending vol-
umes, taking one year with another, both for
official and commercial bank lenders, shouid
remain generally within the amounts foreseen by
Secretary Baker a year ago.

Moreover, taking the entire period since mid-
1982, there has been a striking decline in the
exposure of American banks to the heavily in-
debted countries of Latin America relative to
their capital. That ratio for all significant lending
banks fell from about 120 percent of bank capital
to less than 75 percent at the end of March 1986,
a decline of 40 percent. Those exposures are
actually considerably less than in 1977 when the
data were first collected.

Success in dealing with the debt problem in
Mexico, as elsewhere, remains totally dependent
upon a strong sense of interdependence and
commitment by borrowing countries, commer-
cial bank lenders, international institutions, and
governments. Each of the parties has a lot at
stake. The debtor countries plainly both want to
maintain their creditworthiness and to restore
growth and stability—and those objectives are
closely related. Major commercial banks remain
heavily exposed and want borrowers to be able
to service their debts. Governments and interna-
tional institutions, like the borrowers and private
lenders, have a strong interest in international
financial order, in expanding markets, and in
reduced imbalances. And, of course, relation-
ships beyond the purely economic are at stake,
for the United States most of all.

That sense of mutual interest is being strongly
tested once again, under the pressure of oil
prices that few had anticipated. But after months
of delay, substantial progress is now being made,
not only in Mexico but elsewhere. Obviously,
the job is not complete, and time is short. But 1

know of no other workable approach to meet the
basic objectives. And all of the parties—borrow-
ers or lenders—have an enormous interest in the
success of the whole. Moreover, success in the
Mexican effort—now at the crucial stage—will
set a most promising example for dealing with
the needs of other countries.

Among the beneficiaries of renewed growth in
Latin America should be the U.S. trade position.
Traditionally, we had a sizable surplus in manu-
factured goods with Latin America, and a small
surplus overall. Those surpluses fell away in the
1980s as the United States absorbed the brunt of
the necessary adjustments in the trade position
of the borrowers. But now, Latin American
imports should resume growth more or less in
ine with their exports, and, with adequate fi-
nancing, probably faster. Latin America is a
natural market for us. With a more competitive
dollar, our exports are in a position to gain both
absolutely and relatively.

AN INTERDEPENDENT WORLD

It has become a cliché to refer to the interdepen-
dence of national economies in the world today.
But cliché or not, it is a reality, and our poli-
cies—those of the United States and other coun-
tries—must recognize that reality.

The range of considerations and policies that I
have touched upon today illustrates the point:

e The United States must continue to work
toward reducing the federal budget deficit.

e We must keep inflation under control, partly
to preserve the competitiveness of U.S. goods
but also to contribute to the greater stability of
exchange rates and prices in markets generally.

e Other industrial countries must ensure ade-
quate growth of domestic demand as their exter-
nal trade surpluses shrink.

¢ Developing countries need to work forcibly
and effectively to improve their economic effi-
ciency and stability.

¢ International financial institutions and com-
mercial bank creditors need to support those
efforts.

o All countries must resist protectionist pres-
sures.
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If all these things are done reasonably well,
then the outlook for sustained and more balanced
growth in the world economy for the period
immediately ahead is good. If we can go still
further, and incorporate some of the lessons of

the past into more coherent and effective trading
and monetary systems, then we will have greatly
enhanced the prospects for sustaining good per-
formance in the more distant future. That is the
challenge for the years ahead. O



780

Announcements

MEETING OF
CONSUMER ADVISORY COUNCIL

The Federal Reserve Board announced that its
Consumer Advisory Council met on October 8
and 9, in sessions open to the public.

The Council’s function is to advise the Board
on the exercise of the Board’s responsibilities
under the Consumer Credit Protection Act and
on other matters on which the Board seeks its
advice.

INFORMAL HEARING HELD
ON PROPOSED INVESTMENT IN
GOLDMAN, SACHS & COMPANY

The Federal Reserve Board announced that on
Friday, October 10, 1986, an informal hearing
was held concerning the proposed $500 million
nonvoting limited partnership investment by The
Sumitomo Bank, Ltd., Osaka, Japan, in Gold-
man, Sachs & Company, New York, New York.

In view of the broad public interest in the
investment and its significance for the adminis-
tration of the Bank Holding Company Act and
the Glass-Steagall Act, it was believed important
for the Board to have the benefit of public
comment. The hearing received comments of
interested persons on the public policy and legal
issues raised by the proposed investment, focus-
ing on whether that investment is consistent with
the Bank Holding Company Act and the Glass-
Steagall Act. Among other points, the hearing
elicited testimony on whether Sumitomo will

acquire the ability to exercise a controlling influ-
ence over the management and policies of Gold-
man Sachs within the meaning of the Bank
Holding Company Act.

PROPOSED ACTION

The Federal Reserve Board issued for public
comment a proposal to modify the method of
recovering the cost of automated clearinghouse
(ACH) float and to establish a night-cycle sur-
charge to compensate for the higher operating
costs during this time. Comment is requested by
November 21.

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 September 30, 1986:

California
Encino................ ... Bank of Encino

"~ Colorado
Englewood .............. Professional Bank
of Colorado

Delaware
Wilmington ........ First Pennsylvania Bank
(Delaware)

Florida

Keystone Heights . ... Merchants & Southern
Bank of Clay County
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Record of Policy Actions of the
Federal Open Market Committee

MEETING HELD ON AUGUST 19, 1986
Domestic Policy Directive

The information reviewed at this meeting indicat-
ed an uneven pattern of developments in differ-
ent sectors of the economy but suggested on
balance that economic activity was expanding at
a moderate pace in the current quarter. Consum-
er spending and housing activity have been rela-
tively robust, while business investment has re-
mained sluggish and the trade balance does not
appear to have improved. On average, prices and
wages have risen more slowly this year than in
19835, although fluctuations in energy costs have
resulted in some month-to-month volatility.

Total nonfarm payroll employment grew
strongly in July, rising nearly Y% million after
adjustment for strikes, well above the average
monthly gains during the first half of the year.
Hiring was up in construction and remained
robust in the trade and service sectors. Howev-
er, manufacturing employment registered anoth-
er drop, bringing the cumulative decline since
January to 175,000. The civilian unemployment
rate declined 0.2 percentage point to 6.9 percent,
toward the lower end of the range that has
prevailed over the past year.

The index of industrial production edged down
0.1 percent in July after declining 0.3 percent in
June. Since reaching its most recent peak in
January, the index has dropped about 2 percent.
Despite increased production in July in indus-
tries affected by the settlement of strikes, partic-
ularly the communication equipment industry,
output has remained generally sluggish. Weak-
ness has persisted in the output of business
equipment and consumer goods, although the
direct effects of declines in petroleum drilling are
beginning to wane; automobile assemblies were
down 400,000 in July, but the decline was largely
offset by gains in the production of light trucks.

Capacity utilization in manufacturing, mining,
and utilities decreased 0.2 percentage point fur-
ther in July to 78.2 percent; during the past six
months the overall rate of capacity utilization has
fallen 2.6 percentage points.

Total retail sales were about unchanged in
June and July; however, excluding automobiles,
gasoline, and nonconsumption items, retail sales
increased 0.7 percent in July after an upward-
revised increase of 0.4 percent in June. Sales
remained particularly strong at furniture and
appliance stores. Total car sales slipped to a 10.9
million unit annual rate in July, as a drop in sales
of domestic models more than offset an increase
in foreign car sales.

Residential construction activity has contin-
ued to expand, reflecting the rise in housing
starts earlier in the year. However, the level of
starts has tapered off recently from the excep-
tional pace of the early spring, reflecting in part
high vacancy rates and tax law changes that have
damped multifamily construction. In June, total
private starts were at an annual rate of 134 million
units. Sales of single-family homes also weak-
ened in May and June, but from a very high April
peak.

Business fixed investment apparently re-
mained sluggish with the weakness concentrated
in nonresidential structures. The sharp curtail-
ment of petroleum drilling contributed to a fur-
ther decline in the nonresidential structures com-
ponent, although commercial and industrial
construction also fell. Moreover, new commit-
ments for nonresidential construction have falien
sharply since late last year, suggesting that out-
lays may retreat further during the third quarter.
In contrast to structures, outlays for equipment
rose markedly in the second quarter, led by a
rebound in office and computer equipment; how-
ever, this gain only partly reversed a sharp
decline in the first quarter. New orders for
nondefense capital goods fell for three consecu-
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tive months before posting a small gain in June,
Inventory data for the second quarter, though
incomplete, suggested a marked slowdown in the
rate of accumulation, as auto dealers pared
stocks slightly after two quarters of rapid accu-
mulation.

Wage increases appear to have slowed further
this year, and, except for a June rebound in
consumer energy prices, recent price data have
reflected continued restraint through midyear.
The producer price index fell 0.4 percent in July,
and the consumer price index excluding energy
was up 0.2 percent in June. For the second
quarter as a whole, the CPI excluding energy
rose at an annual rate of about 3 percent, down
almost a full percentage point from the first
quarter. In the commodity markets, the price of
crude oil on spot markets fell through much of
July, but then rose sharply following an accord
by OPEC to restrain productior At the same
time, livestock and poultry prices have moved
higher while gold and platinum prices have
soared, apparently largely reflecting expecta-
tions of reduced supplies. _

Since the July FOMC meeting, the weighted-
average foreign exchange value of the dollar
declined a further 3% percent on balance; the
dollar depreciated almost 5% percent against the
mark and somewhat less against the yen. The
reduction in the discount rate by the Federal
Reserve announced on July 10 and the failure of
other central banks to follow apparently contrib-
uted to the dollar’s weakness. Short-term inter-
est rates abroad were little changed during the
intermeeting period while comparable U.S. rates
declined about !5 of 1 percentage point. The
differentials between long-term interest rates in
the United States and comparable rates in Ger-
many and Japan were about unchanged on bal-
ance. The U.S. merchandise trade deficit in the
second quarter appeared unchanged from the
first quarter. The value of oil imports continued
to fall, while that of non-oil imports rose further.
About one-half of the increase in the value of
non-oil imports apparently reflected rising im-
port prices.

At its meeting on July 8-9, the Committee
adopted a directive that called for decreasing
somewhat the existing degree of pressure on
reserve positions, taking account of the possibili-
ty of a change in the discount rate. The members

expected such an approach to policy to be con-
sistent with growth in M2 and M3 over the period
from June to September at annual rates of 7 to 9
percent. Over the same period growth in M1 was
expected to moderate from the rapid pace in the
second quarter. The Committee agreed that it
would continue to evaluate M1 in light of the
broader aggregates and other factors. The mem-
bers also acknowledged that somewhat greater
or lesser reserve restraint might be acceptable
depending on the behavior of the aggregates, the
strength of the business expansion, develop-
ments in foreign exchange markets, progress
against inflation, and conditions in domestic and
international credit markets. The intermeeting
range for the federal funds rate was reduced 1
percentage point to 4 to 8 percent,

An easing in reserve conditions was imple-
mented shortly after the July meeting through a
¥ point reduction in the discount rate to 6
percent. In the two complete reserve mainte-
niance periods since the meeting, adjustment plus
seasonal borrowing at the discount window aver-
aged just under $400 million, somewhat higher
than in the previous intermeeting period. A por-
tion of this borrowing, however, reflected adjust-
ment credit to depository institutions facing spe-
cial situations. Incoming data during the
intermeeting period indicated that growth of all
of the monetary aggregates accelerated in July.
M2 and M3 were estimated to have expanded at
annual rates of 12% and 13 percent respectively.
The rapid growth in the broader aggregates
pushed them into the upper portions of their
ranges for 1986. At the same time growth in M1
in July was close to the extraordinary pace of the
second quarter.

Federal funds generally traded in the 6% to 6%
percent area after the Y2 percentage point cut in
the discount rate announced on July 10, down
from the 67 percent rate prevailing at the time of
the July meeting. With the reduction in the
discount rate widely anticipated, however, other
interest rates generally did not post comparable
declines. While rates on short-term securities
have fallen 25 to 50 basis points over the inter-
meeting period, yields in the longer-term markets
have been about unchanged to only slightly low-
er on balance. The recent behavior of longer-
term interest rates has reflected in part uncer-
tainty about the prospects for further rate
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declines in light of the absence of policy actions
abroad to reduce interest rates as well as a
cautious interpretation of incoming economic
and price news, including the possibility of some
increase in inflationary pressures over time,

The staff projections presented at this meeting
suggested that growth in real GNP likely would
pick up somewhat in coming months. Growth
was forecast to continue at a moderate pace in
1987. A projected improvement in the U.S. trade
position was anticipated to be a key element
supporting growth in domestic production over
the next year and a half. Over the same time
period, growth in domestic demand was expect-
ed to be relatively sluggish. The rate of inflation
was anticipated to edge up in coming quarters,
partly reflecting upward pressure on prices from
the effects of the dollar’s depreciation as well as
the diminishing impact of oil price declines,
which had served to hold down price indexes
thus far in 1986. The civilian unemployment rate
was forecast to drop somewhat over the projec-
tion horizon.

In the Committee’s discussion of the economic
situation and outlook, members focused consid-
erable attention on the uncertain prospects for
the nation’s foreign trade deficit. They saw trade
developments as a key element in the outlook for
domestic business activity, and several com-
mented that the business expansion might well
remain relatively weak if the trade balance did
not show significant improvement over the quar-
ters ahead. The substantial depreciation of the
dollar against major foreign currencies was still
expected to foster a turnaround in net exports at
some point, but the absence of progress to date
could be read as auguring a muted as well as a
further delayed response to the dollar’s deprecia-
tion.

During the discussion, a number of members
emphasized that improvement in the trade bal-
ance was being inhibited by relatively sluggish
economic activity in several key industrial na-
tions abroad. Other developments working in the
same direction included the lack of dollar depre-
ciation against the currencies of a number of
developing countries that had important trading
relationships with the United States, the severe
debt problems of several less developed nations,
and the competition in agricultural export mar-
kets stemming from large grain harvests in many

parts of the world. On the more positive side,
members referred to the apparently more favor-
able prospects for economic expansion in a ma-
jor European country. Some members also com-
mented that while improvement in the trade
balance had been more delayed than many had
expected, some historical experience in combi-
nation with current circumstances provided rea-
sons for remaining optimistic that a substantial
turnaround in trade would occur later, perhaps
toward the end of this year or in early 1987.

The members differed to some extent in their
assessment of domestic developments bearing on
the economic outlook. While economic perform-
ance remained uneven in different sectors of the
economy and parts of the country, overall con-
sumer spending and the demand for housing
were being well maintained in association with
continuing gains in employment and incomes and
reduced interest rates. One member observed
that, given generally lean inventories outside the
automobile industry, further gains in consumer
spending were likely to stimulate increasing do-
mestic production at some point. A number of
members also referred to the relatively rapid
growth in money balances as a factor that would
tend to support business activity over the quar-
ters ahead. On the negative side, rising consumer
debt burdens were likely to restrain the expan-
sion in consumer spending and business invest-
ment showed no evidence of an appreciable
pickup.

The members recognized that a number of
developments, in addition to the uncertainties
surrounding the outlook for trade, were currently
clouding economic prospects. These included
the tax reform legislation whose overall impact
was very difficult to predict, especially for the
next several quarters, because of the very com-
prehensive and complex changes incorporated in
the legislation. In the consumption area, for
example, the loss of deductibility for sales taxes
starting in 1987 and the phase-out of interest
deductions on consumer debt might tend to re-
strain spending on consumer durables over time,
but some members noted that it might also
stimulate such spending over the balance of the
year. The impact of the new legislation on busi-
ness investment was especially hard to assess. It
was suggested that on balance the impact might
tend to be negative for some time, but many
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businessmen apparently saw the removal of un-
certainties about the legislation as a positive
development for the nearer term. Members also
commented that the outlook for the federal bud-
get deficit and its consequent impact on the
economy remained unclear.

With regard to the prospects for inflation, the
members generally were not concerned about a
resurgence in the nearer term, but several ex-
pressed uneasiness about the longer-run outlook.
Members referred to the inflationary implica-
tions of relatively rapid monetary growth, espe-
cially if it continued, and to the further impact of
the dollar’s depreciation on prices of imports and
competing domestic products. In the latter con-
nection one member observed that, despite rela-
tively large inventories, domestic producers of
automobiles were raising their prices in response
to increases in the prices of competing imports.
One member also expressed concern that the
new tax reform legislation, to the extent that it
shifted tax burdens to businesses, could put
upward pressures on prices, at least initially. The
favorable direct effects of large declines in oil
prices now appeared to be in the past, and one
member observed that commodity prices more
generally might be poised for an upturn. Some
members saw indications that inflationary expec-
tations were starting to intensify, even though
actual prices and wages generally were rising less
rapidly this year than in 1985.

At its meeting in July the Committee had
reviewed the basic policy objectives that it had
established in February for growth of the mone-
tary and credit aggregates in 1986 and had set
tentative objectives for expansion in 1987, For
the period from the fourth-quarter of 1985 to the
fourth quarter of 1986, the Committee had reaf-
firmed the ranges established in February for
growth of 6 to 9 percent for both M2 and M3. The
associated range for expansion in total domestic
nonfinancial debt also was reaffirmed at 8 to 11
percent for 1986. With respect to M1, the Com-
mittee decided that growth in excess of the 3 to 8
percent range set in February would be accept-
able and would be evaluated in the light of the
behavior of M1 velocity, the expansion of the
broader aggregates, developments in the econo-
my and financial markets, and price pressures.
For 1987 the Committee agreed on tentative
monetary growth objectives that included a re-

duction of ¥z percentage point to a range of 5%2 to
84 percent for both M2 and M3. In the case of
M1 the Committee expressed the preliminary
view that retention of the 1986 range of 3 to 8
percent, which implied a considerable reduction
from the actual rate of growth that now seemed
likely for 1986, appeared appropriate for 1987 in
the light of most historical experience. The Com-
mittee also retained the range of 8 to 11 percent
for growth in total domestic nonfinancial debt in
1987. It was understood that all the ranges were
provisional and that, notably in the case of M1,
they would be reviewed in early 1987 in the light
of intervening developments.

In the Committee’s discussion of policy imple-
mentation for the weeks immediately ahead, a
number of members suggested that any further
easing might be accomplished through a further
12 percentage point reduction in the discount
rate, while open market operations would be
directed toward maintaining an essentially un-
changed degree of reserve availability. Some
members expressed reservations about such a
reduction, especially in the absence of indica-
tions that it would be followed fairly promptly by
policy easing actions in major industrial nations
abroad. In this view a unilateral decrease in the
discount rate might foster substantial additional
depreciation in the dollar, with adverse repercus-
sions on investor willingness to hold dollars.
Several members, however, saw a lesser risk to
the dollar or one that needed to be accepted.
Some wanted to reduce the risks of rapid dollar
depreciation by a small increase in the degree of
reserve pressure in the event of a reduction in the
discount rate. Several other members indicated
that they did not agree. While some firming
should not be ruled out in their view, it should be
made contingent on an adverse move in the
exchange rate and other potential developments
such as evidence of greater inflationary danger
and stronger business activity. One member also
commented that any increase in the degree of
reserve pressure had to be weighed against the
risk of triggering a rise in long-term interest
rates; such a rise, if it occurred, would weaken
the prospects for a pickup in the rate of economic
expansion.

In further discussion, Committee members ex-
pressed some concern about the continuation of
rapid growth in the monetary aggregates and the
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implications of such growth for potential infla-
tion later. The members recognized that much of
the rapid growth, especially in M1, probably
reflected increasing demands for liquid assets in
response to declining interest rates and subsiding
inflation rather than excessive money creation
with potentially inflationary .consequences. They
also felt that M1 growth should continue to be
evaluated in the context of a relatively sluggish
economy and in light of the expansion in the
broader aggregates. While a sluggish economic
performance would dampen inflationary risks,
continuing growth in M2 and M3 at the relatively
rapid rates experienced recently might be a mat-
ter of growing concern, especially if such expan-
sion tended to coincide with indications of stron-
ger business activity.

In their evaluation of the outlook for monetary
growth, the members took into account an analy-
sis, which indicated that much slower expansion,
especially in the broader aggregates, was likely
to develop over the next few months if short-
term interest rates stayed around their current
levels. On the other hand, monetary growth
might remain relatively rapid over the period
ahead if short-term rates were to drop somewhat
further. The members recognized that the timing
and extent of any slowing in monetary growth
remained subject to a great deal of uncertainty.

In the discussion of possible intermeeting ad-
justments in the degree of reserve pressure, the
members agreed that a degree of flexibility would
be useful, taking into consideration whether or
not the discount rate was reduced and subse-
quent developments in domestic financial mar-
kets and especially in foreign exchange markets.
If the discount rate were not reduced, a slight
easing in pressure on reserve positions might be
appropriate. Alternatively, if the discount rate
were reduced and the reduction was followed by
a substantial weakening of the dollar in foreign
exchange markets, a little greater caution in the
provision of reserves through open market oper-
ations would be appropriate. In keeping with the
Committee's usual practice, consideration also
would need to be given to ongoing economic and
financial developments and the growth of the
monetary aggregates. Such developments might
warrant an adjustment in either direction.

At the conclusion of the Committee’s discus-
sion, all but two members indicated that they

favored or could accept a directive that called for
some slight easing in the degree of reserve pres-
sure, taking account of the possibility that such
easing might be accomplished through a reduc-
tion in the discount rate. The members expected
this approach to policy implementation to be
consistent with growth in M2 and M3 at annual
rates of about 7 to 9 percent over the June-to-
September period. Over the same interval,
growth in M1 was expected to moderate from the
exceptionally large increase during the second
quarter. With the prospective behavior of M1
remaining subject to unusual uncertainty, the
Committee again decided not to specify a rate of
expected growth in the operational paragraph of
the directive but to continue to evaluate this
aggregate in the light of the performance of the
broader aggregates and other factors. The Com-
mittee indicated that it might find somewhat
greater or somewhat lesser reserve restraint ac-
ceptable over the intermeeting period depending
on the decision with respect to the discount rate
and on such other factors as the behavior of the
monetary aggregates, the strength of the busi-
ness expansion, the performance of the dollar in
foreign exchange markets, progress against infla-
tion, and conditions in domestic and internation-
al credit markets. The members agreed that the
intermeeting range for the federal funds rate,
which provides a mechanism for initiating con-
sultation of the Committee when its boundaries
are persistently exceeded, should be left un-
changed at 4 to 8 percent.

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

The information reviewed at this meeting indicates a
mixed pattern of developments but suggests on bal-
ance that economic activity is expanding moderately
in the current quarter. In July total nonfarm payroll
employment grew strongly, boosted in part by the
return of striking workers. However, continued weak-
ness in the industrial sector was reflected in further
declines in employment in manufacturing and mining.
The civilian unemployment rate moved down to 6.9
percent from 7.1 percent in June. Industrial production
declined slightly further in July. The nominal value of
total retail sales was about unchanged during the
month, as sales of new autos declined somewhat but
spending on other consumer goods remained strong.
Housing starts fell somewhat in May and June from a
relatively high level earlier in the year. Business
capital spending appears to have remained weak,



786 Federal Reserve Bulletin O November 1986

partly reflecting continuing declines in the energy
sector. While fluctuations in energy prices have
caused some month-to-month volatility, on average
prices and wages are rising more slowly this year than
in 1985.

The trade-weighted value of the dollar against major
foreign currencies has continued to decline since the
July 8-9 meeting of the Committee. The U.S. mer-
chandise trade deficit in the second quarter appears to
have been about unchanged from the first quarter. The
value of total exports and of total imports remained
about the same in the two quarters, although the value
of oil imports continued to fall in the second quarter
while that of non-oil imports rose further.

Growth of M2 and especially of M3 picked up in
July, lifting expansion of these two aggregates for the
year through July well into the upper portion of their
respective ranges established by the Committee for
1986. In July M1 continued to grow at a rate close to
the very rapid pace of the second quarter. Expansion
in total domestic nonfinancial debt remains apprecia-
bly above the Committee’s monitoring range for 1986.
Short-term interest rates have declined somewhat
since the July meeting of the Committee, while most
long-term interest rates are about unchanged to slight-
ly lower on balance. On July 10, the Federal Reserve
Board approved a reduction in the discount rate from
6% to 6 percent.

The Federal Open Market Committee seeks mone-
tary and financial conditions that will foster reasonable
price stability over time, promote growth in output on
a sustainable basis, and contribute to an improved
pattern of international transactions. In furtherance of
these objectives the Committee agreed at the July
meeting to reaffirm the ranges established in February
for growth of 6 to 9 percent for both M2 and M3,
measured from the fourth quarter of 1985 to the fourth
quarter of 1986. With respect to M1, the Committee
recognized that, based on the experience of recent
years, the behavior of that aggregate is subject to
substantial uncertainties in relation to economic activi-
ty and prices, depending among other things on the
responsiveness of M1 growth to changes in interest.
rates. In light of these uncertainties and of the substan-
tial decline in velocity in the first half of the year, the
Committee decided that growth of M1 in excess of the
previously established 3 to 8 percent range for 1986
would be acceptable. Acceptable growth of M1 over
the remainder of the year will depend on the behavior
of velocity, growth in the other monetary aggregates,
developments in the economy and financial markets,
and price pressures. Given its rapid growth in the early
part of the year, the Committee recognized that the
increase in total domestic nonfinancial debt in 1986
may exceed its monitoring range of 8 to 11 percent, but
felt an increase in that range would provide an inap-
propriate benchmark for evaluating longer-term trends
in that aggregate.

For 1987 the Committee agreed on tentative ranges
of monetary growth, measured from the fourth quarter
of 1986 to the fourth quarter of 1987, of 52 to 8%
percent for M2 and M3. While a range of 3 to 8 percent
for M1 in 1987 would appear appropriate in the light of
most historical experience, the Committee recognized
that the exceptional uncertainties surrounding the be-
havior of M1 velocity over the more recent period
would require careful appraisal of the target range at
the beginning of 1987, The associated range for growth
in total domestic nonfinancial debt was provisionally
set at 8 to 11 percent for 1987.

In the implementation of policy for the immediate
future, the Committee seeks to decrease slightly the
existing degree of pressure on reserve positions, tak-
ing account of the possibility of a change in the
discount rate. This action is expected to be consistent
with growth in M2 and M3 over the period from June
to September at annual rates of about 7 to 9 percent.
While growth in M1 is expected to moderate from the
exceptionally large increase during the second quarter,
that growth will continue to be judged in the light of
the behavior of M2 and M3 and other factors. Some-
what greater or lesser reserve restraint might be ac-
ceptable depending on the behavior of the aggregates,
the strength of the business expansion, developments
in foreign exchange markets, progress against infla-
tion, and conditions in domestic and international
credit markets. The Chairman may call for Committee
consultation if it appears to the Manager for Domestic
Operations that reserve conditions during the period
before the next meeting are likely to be associated with
a federal funds rate persistently outside a range of 4 to
8 percent.

Votes for this action: Messrs. Volcker, Corrigan,
Angell, Guffey, Heller, Mrs. Horn, Messrs. John-
son, Morris, Rice, and Ms. Seger. Votes against
this action: Messrs. Melzer and Wallich. Absent
and not voting: None.

Messrs. Melzer and Wallich were in favor of
maintaining the existing degree of reserve pres-
sure. Mr. Melzer continued to be concerned
about the impact of further easing on inflationary
expectations and the value of the dollar in foreign
exchange markets. In addition, he noted that
during the intermeeting period the outlook for
real economic activity in the second half of 1986
and in 1987 had not deteriorated and perhaps
even had improved slightly. Mr. Wallich empha-
sized that the implementation of unchanged re-
serve conditions would improve the prospects
for significant slowing in monetary growth,
thereby reducing the potential for inflation.



787

Legal Developments

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

Orders Issued Under Section 3 of the Bank
Holding Company Act

Dominion Bankshares Corporation
Roanoke, Virginia

Order Approving Acquisition of Bank

Dominion Bankshares Corporation, Roanoke, Virgin-
ia, a bank holding company within the meaning of the
Bank Holding Company Act of 1956, as amended
(**BHC Act” or ““Act™) (12 U.S.C. § 1841 et seq.),
has applied for the Board’'s approval under section
3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)) to acquire
National Bank of Commerce, Washington, D.C.
(‘“‘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 the comments submitted by the
District of Columbia Reinvestment Alliance, in light of
the factors set forth in section 3(c) of the Act
(12 U.S.C. § 1842(¢c)).

Applicant is the third largest commercial banking
organization in Virginia, controlling total domestic
deposits of approximately $3.6 billion, representing
11.2 percent of total deposits in commercial banks in
Virginia.! Bank is the 12th largest commercial bank in
the District of Columbia (the ‘‘District’’), controlling
aggregate domestic deposits of approximately $66.2
million, representing 0.7 percent of the total deposits
in commercial banks in the District.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire control of any bank located outside of the

1. Deposit data are as of June 30, 1985.

holding company’s home state,? unless the acquisition
is ‘‘specifically authorized by the statute laws of the
state in which such bank is located, by language to that
effect and not merely by implication.”” The statute
laws of the District authorize the acquisition of a bank
in the District by a bank holding company that controls
a bank located in another state in a defined southeast-
ern region, including Virginia.* Such acquisitions are
permitted if the laws of the acquiring institution’s
home state permit the acquisition of a bank in that
state by a District bank holding company or bank on a
reciprocal basis. Virginia has enacted a similar recip-
rocal statute,* which permits the acquisition of a
Virginia bank by a bank holding company located in
the District.

The Council of the District enacted legislation on
February 25, 1986, setting forth its findings that the
proposed acquisition satisfies all of the conditions
imposed by the District statute and recommending that
the Board approve the application.® After review of
the relevant Virginia and District statutes, the Board
has determined that the Virginia statute and the pro-
posed acquisition satisfy the conditions of the Dis-
trict’s regional interstate banking statute and that the
District statute expressly authorizes a Virginia bank
holding company, such as Applicant, to acquire a bank
located in the District, such as Bank. Accordingly, the
Board concludes that approval of Applicant’s proposal
to acquire a bank in the District is not barred by the
Douglas Amendment.

Applicant’s subsidiary banks compete with Bank in
the only market in which the latter operates, the
Washington, D.C., banking market.¢ Applicant is the

2. A bank holding company's home state is that state in which the

operations of the bank holding company's banking subsidiaries were
principally conducted on July 1, 1966, or the date on which the
company became a bank holding company, whichever is later.

3. District of Columbia Regional Interstate Banking Act of 1985,
1985 D.C. Law 6-63 (to be codified at D.C. Code Ann. §§ 26-801
et seq.), § 3(a). The states in the region defined by this Act include
Alabama, Florida, Georgia, Louisiana, Maryland, Mississippi, North
Carolina, South Carolina, Tennessee, and West Virginia, in addition
to Virginia.

4. Va. Code § 6.1-398 7 seq. (Supp. 1985).

5. D.C. Act 6-567 (1986).

6. The Washington D.C., banking market is defined as the Wash-
ington, D.C. Ranally Metropolitan Area, which comprises the District
of Columbia and the surrounding suburban areas of Virginia and
Maryland.
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14th largest of 65 commercial banking organizations in
the Washington market, in which its subsidiary banks
control domestic deposits of $305 million, representing
1.8 percent of the total deposits in commercial banks
in the market.” Bank is the 37th largest commercial
banking organization in the market, controlling domes-
tic deposits in the market of $66.2 million, representing
0.3 percent of the total deposits in commercial banks
in the market. Upon acquisition of Bank, Applicant
would become the 11th largest commercial banking
organization in the Washington market and would
control approximately 2.1 percent of the total deposits
in commercial banks in the market.

The Washington market is, and would continue after
consummation of the proposed acquisition to be, an
unconcentrated market.8 Moreover, a large number of
commercial banking organizations would remain in the
Washington market after the proposed acquisition. On
the basis of these and all other facts of record, the
Board concludes that consummation of the acquisition
would not have a significant adverse effect on existing
competition in the Washington market. In view of the
existence of numerous other potential entrants into the
relevant banking market, the Board has concluded that
consummation of the proposed transaction would not
have any significant adverse effects on probable future
competition in any relevant market.

The financial and managerial resources and future
prospects of Applicant and its subsidiary banks and of
Bank are considered satisfactory and consistent with
approval. In considering the convenience and needs of
the communities to be served, the Board has also
taken into account the records of Applicant’s bank
subsidiaries and of Bank under the Community Rein-
vestment Act (““CRA™) (12 U.S.C. § 2901 et seq.).
The CRA requires the federal bank supervisory agen-
cies to encourage financial institutions to help meet the
credit needs of the local communities in which they are
chartered consistent with the safe and sound operation
of such institutions. To accomplish this objective, the
CRA requires the appropriate federal banking agency
to assess the records of banks in meeting the credit
needs of their entire communities, including low- and
moderate-income neighborhoods, consistent with their
safe and sound operation, and to take those records
into account in its evaluation of bank holding company
applications.

In reviewing the CRA records of Applicant’s bank
subsidiaries and Bank, the Board has considered the

7. Market deposit data are as of June 30, 1986.

8. Consummation of the proposed transaction would increase the
market’s Herfindahl-Hirschman Index (‘‘HHI"') by 1 point, from 816
to 817. The market is considered unconcentrated under the Depart-
ment of Justice Merger Guidelines, 49 Federal Register 26,823 (1984),
and the increase in the HHI resulting from the transaction is not within
the parameters the Department of Justice has stated are likely to result
in its challenging the transaction.

comments of the District of Columbia Reinvestment
Alliance (‘‘Protestant’’). Protestant alleges that Appli-
cant and Bank have failed to assess and meet the needs
of low- and moderate-income and minority residents
within the communities served by Applicant and
Bank, and, in particular, argue that Bank has made no
effort to meet the mortgage lending needs of minority
and low- and moderate- income neighborhoods in its
service area. Protestant also argues that Applicant’s
commitments to the District, discussed below, would
not improve the CRA performance of Applicant and
Bank sufficiently to warrant approval of this applica-
tion. Protestant also requests that the Board investi-
gate whether Bank engages in discriminatory lending
practices. Protestant has requested a public hearing
with respect to its allegations.

In accordance with the Board’s practice and proce-
dures for handling protested applications,® the Board
reviewed the CRA record of Applicant and Bank, the
information provided and allegations made by Protes-
tant, and Applicant’s response. The Board notes that
Applicant and Protestant attended several private
meetings in May 1986 to clarify the issues and provide
a forum for the resolution of differences. The Board
also has considered that, in conjunction with Appli-
cant’s application to the District Council to acquire
Bank, Applicant made the following specific commit-
ments to the District Council related to community
reinvestment:

1. Applicant and Bank will use their best efforts to
lend a minimum of $3 million in ‘‘underserved
areas”’ of the District of Columbia over the next five
years. The loan program will be managed and ad-
ministered by a senior lending officer of Bank and
will include purchase and home improvement loans
and a full range of commercial loans.

2. Applicant or Bank will purchase at least one

additional share in the District’s Neighborhood Eco-

nomic Development Corporation. The price of one
share is $50,000.

3. Bank will work with the District’s Department of

Employment Services to identify qualified job can-

didates who are District residents.

4, Bank will continue to make ‘‘life-line’’ services

available to low-income persons and senior citizens.

5. Bank will seek new opportunities for the funding

of public housing and revitalization programs with

the District Housing Finance Agency, Neighbor-
hood Housing Services, and the Washington Local

Development Corporation.

6. Bank will continue to work with career training

and similar programs which are of public benefit to

District residents.

9. 12C.F.R. §262.25.
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7. Bank and Applicant state a commitment to the
hiring of minorities and women and will continue to
hire and promote additional minorities and women
and will work with the District’s Department of
Employment Services to identify qualified job can-
didates.

8. Bank states a commitment to have its Board of
Directors representative of the community it serves.
Bank and Applicant state a commitment to actively
consider minorities and women to fill vacancies on
their respective boards, and both will seek assis-
tance from District groups in identifying qualified
community leaders to fill vacancies.

On the basis of these commitments and the CRA
records of Applicant and Bank, the District Council
found that consummation of the proposed acquisition
would be consistent with, and serve, the convenience
and needs of the community, and, therefore, recom-
mended Board approval of this application.

The Office of the Comptroller of the Currency
(**OCC’") has previously determined that the CRA
record of Bank is satisfactory, and the District Council
has determined that consummation of this proposal
would serve the convenience and needs of the commu-
nity. The Board notes that a primary market focus of
Bank is making small business loans, and that Bank
has historically made a high percentage of its small
business loans to businesses owned by minorities and
women; for example, in 1985, Bank made 50 percent of
the number, and 40 percent of the dollar amount, of its
small business loans to businesses owned by minor-
ities and women. The Board believes that the making
of small business loans to businesses owned by minor-
ities and women is an important means by which a
bank may meet the credit needs of the community,
consistent with the purposes of the CRA.° The Board
also notes that the percentage of mortgage loans made
by Bank in low- and moderate-income neighborhoods
is reasonable in relation to the total dollar amount of
Bank’s mortgage loans. In addition, the Board notes
that Applicant has committed to appoint one of its
senior officers to oversee the CRA performance of
Bank. Finally, the Board believes that the commit-
ments made by Applicant to the District Council,
enumerated above, represent additional assurance that
Bank will continue to meet its responsibilities under
the CRA, and is likely to enhance Bank’s ability to
ascertain community credit needs and market its credit

10. The Board has recognized the importance of, among other
kinds of loans, both mortgage and small business loans in meeting the
requirements of the CRA, and believes that the appropriate mix of
these types of loans is a business decision to be made by banks. See,
e.g., Commerce Bancshares, Inc., 64 FEDERAL RESERVE BULLETIN
576 (1978).

programs in low- and moderate-income and minority
communities.

Protestant requests that the Board investigate
whether Bank engages in discriminatory lending prac-
tices in the Washington, D.C., market. Protestant has
provided no evidence of specific discriminatory or
other illegal lending practices by Bank, and the large
proportion of Bank’s small business loans made to
businesses owned by minorities and women suggests
that NBC is not allocating credit on a discriminatory
basis.

Thus, based on all the facts of record, the Board
believes that Bank’s record under the CRA is consis-
tent with approval of this application.

With respect to Applicant’s bank subsidiaries, Pro-
testant alleges that Applicant has not made sufficient
efforts to ascertain and meet the credit needs of low-
and moderate-income and minority persons. Protes-
tant also alleges that the low level of lending in
predominantly minority areas by one of Applicant’s
subsidiary banks, Dominion Bank of Northern Virgin-
ia, N.A., Vienna, Virginia, raises questions about
potentially racially discriminatory practices that Do-
minion Bank of Northern Virginia may follow.

The OCC has previously determined that the CRA
record of each of Applicant’s subsidiary banks is
satisfactory. The Board notes that all of Applicant’s
subsidiary banks participate in a number of local
government development and housing programs,
many of which are specifically directed at the develop-
ment of low- and moderate-income and minority com-
munities, and have purchased local housing and devei-
opment bonds to support these programs. In addition,
Applicant’s subsidiary banks provide information con-
cerning their available products through advertising in
media that reach low- and moderate-income and mi-
nority areas.

The Board has examined the record concerning the
lending practices of Dominion Bank of Northern Vir-
ginia, and notes that the percentage of total mortgage
and home improvement loans, measured both by num-
ber and dollar volume, made by Dominion Bank of
Northern Virginia in predominantly minority and low-
and moderate-income census tracts reflects the num-
ber of predominantly minority and low- and moderate
income census tracts in the market area of Dominion
Bank of Northern Virginia. The Board has not found,
and Protestant has provided no specific information
indicating, that Dominion Bank of Northern Virginia
engages in discriminatory lending practices.

Thus, based on all the facts of record, the Board
believes that the records of Applicant’s subsidiary
banks under the CRA are consistent with approval of
this application.

Accordingly, based upon all of the evidence, includ-
ing the commitments undertaken by Applicant to the
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Board and the District Council to insure that Applicant
continues to serve the convenience and needs of the
community, including low- and moderate-income seg-
ments of that community, the Board concludes that
convenience and needs considerations are consistent
with approval of this application.t

Based on the foregoing and other facts of record, the
Board has determined that the application should be,
and hereby is, approved.!? This 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 by the Federal Reserve Bank of Richmond,
acting pursuant to delegated authority.

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

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

WiLLIAM W. WILES

[SEAL) Secretary of the Board

First of America Bank Corporation
Kalamazoo, Michigan

Order Approving Merger of Bank Holding
Companies

First of America Bank Corporation, Kalamazoo,
Michigan, a bank holding company within the meaning
of the Bank Holding Company Act (‘“‘Act”)

11. The Board has considered Protestant’s request for a formal
hearing., The BHC Act does not require the Board to hold a formal
hearing in this case because the OCC has not expressed written
disapproval of the proposed transaction. 12 U.S.C. § 1842(b). See,
e.g., Northwest Bancorporation v. Board of Governors, 303 F.2d 832,
843-44 (8th Cir. 1962); Grandview Bank & Trust Co. v. Board of
Governors, 550 F.2d 415 (8th Cir. 1977); Farmers & Merchants Bank
of Las Cruces v. Board of Governors, 567 F.2d 1082, 1089 (D.C, Cir.
1977). The Board also finds that Protestant and Applicant have had
opportunities to submit materials in order to clarify factual questions
underlying Protestant’s objections in this case, and that Protestant has
not identified any remaining material questions of fact that would
render a hearing appropriate. In light of this and the representations
and commitments made by Applicant in response to Protestant’s
comments, the Board has determined to deny Protestant’s request for
a formal hearing at this time.

12. The Board has also considered the petition of Protestant to
consider this matter at an open meeting. The Government in the
Sunshine Act, 5 U,S.C. § 552b, provides a specific exemption from its

(12 U.S.C. § 1841 et seq.), has applied for the Board’s
approval under section 3(a)(5) of the Act (12 U.S.C.
§ 1842(a)(5)) to merge with NewCentury Bank Corpo-
ration, Bay City, Michigan (“NCBC’), and thereby
acquire NCBC'’s eight subsidiary banks.

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

Applicant is the fifth largest bank holding company
in Michigan, controlling 33 banking subsidiaries, with
deposits of $4.6 billion, representing 8.3 percent of the
total deposits in commercial banking organizations in
the state.! NCBC is the ninth largest bank holding
company in the state, controlling eight banking subsid-
iaries, with deposits of $1.1 billion, representing 1.9
percent of the total deposits in commercial banking
organizations in the state. Upon consummation of this
transaction, including divestitures proposed by Appli-
cant, Applicant would become the fourth largest bank
holding company in the state controlling deposits of
$5.7 billion, representing 10.2 percent of total deposits
in commercial banking organizations in the state.
Consummation of the proposed transaction would not
have a significant effect upon the concentration of
banking resources in Michigan.

Applicant competes with NCBC in six banking
markets. In five of these banking markets, Ann Arbor,
Bay City-Saginaw, Detroit, Standish-West Branch and
Tuscola, consummation of this proposal would not
have a significant effect on competition. Four of these
markets are not highly concentrated and would not
become highly concentrated after consummation of
this proposal. While the Standish-West Branch bank-
ing market is considered concentrated, the increase in
concentration that would result from this proposal, as
measured by an increase of 49 points in the Herfin-
dahl-Hirschman Index (‘‘HHI"’) in the market, is not
considered significant.

Applicant and NCBC also compete in the Huron
County banking market.2 Applicant is the fourth larg-
est commercial banking organization in the Huron
County banking market, controlling $31.3 million in
deposits, representing 10.8 percent of the total depos-
its in commercial banks in the market. NCBC is the
largest commercial banking organization in the mar-

general requirement of open meetings where, as here, the di ion
of a particular item is likely to result in the disclosure to the public of
financial institution examination data and ratings or confidential
financial information of the applicant. 12 U.S.C. § 552(b)(c)(8).

For this reason, the Board has denied Protestant’s petition.

1. Banking data are as of June 30, 1985,

2. The Huron County banking market is approximated by Huron
County, Michigan, excluding Sebewaing Township and including
Minden Township in Sanilac County, Michigan.
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ket, controlling deposits of $94.2 million, representing
32.7 percent of the total deposits in commercial bank-
ing organizations in the market. Upon consummation
of this proposal, absent any divestiture, Applicant
would control 43.5 percent of the total deposits in
commercial banks in the market and the HHI would
increase by 706 points to 2665.

In order to alleviate the anticompetitive effects that
would otherwise result from consummation of the
proposal, Applicant proposes to divest First of Ameri-
ca Bank—Huron, Huron Beach, Michigan and the Bad
Axe branch of First of America Bank—Bay Area,
Sebewaing, Michigan, which hold total deposits of $28
million. The divestiture would be made to a group of
investors not currently represented in the market.?
Upon consummation of the transaction, including the
proposed divestiture, Applicant would become the
largest commercial banking organization in the Huron
County banking market, controlling $97.5 million in
deposits, representing 33.8 percent of the deposits in
the market. The HHI for the Huron County banking
market would increase by 72 points to 2031.4 After
consideration of these factors, inciuding the proposed
divestiture, the Board has concluded that consumma-
tion of this proposal would not have any significant
adverse effects on existing competition in any of the
banking markets in which Applicant and NCBC com-
pete.

The Board has also examined the effect of the
proposal on probable future competition in the rele-
vant geographic markets and has examined the pro-
posal in light of the Board’s probable future competi-
tion guidelines. In this regxard, there are numerous
other potential entrants into each of the markets
served by Applicant and NCBC. After consideration
of these factors in light of the specific facts of this
case, the Board has concluded that consummation of
this proposal would not have any significant adverse
effects on probable future competition in any relevant
market.

In its evaluation of Applicant’'s managerial re-
sources, the Board has considered certain violations
by Applicant of the Currency and Foreign Transac-
tions Reporting Act (*‘CFTRA’’) and the regulations
thereunder.® With regard to the CFTRA violations, the
Board notes that Applicant brought these matters to
the attention of the appropriate supervisory authorities

3. The divestiture would be completed before or contemporaneous-
ly with Applicant’s consummation of the proposed merger with
NCBC.

4. The Department of Justice has informed the Board of its view
that consummation of the transaction would not have a significantly
adverse effect on competition if the divestiture proposed by Applicant
is effected.

5. 31 U.S.C. § 5311 et seq.; 31 C.F.R. § 103.

after the violations were discovered through its inter-
nal audit and has cooperated with law enforcement
agencies. Applicant has undertaken a comprehensive
remedial program to correct these violations and to
prevent violations from occurring in the future. Appli-
cant has advised the Board that it has filed corrective
currency transaction reports and established a central
control unit which has day-to-day responsibility for
monitoring all reportable transactions and ensuring
that reports are properly filed. Applicant has also
instituted an intensive internal training program for
bank personnel regarding compliance with the
CFTRA. In addition, Applicant has eliminated its lists
of exempt transactions and will report all transactions
by any individual or organization aggregating over
$10,000 on any day.

The sufficiency of the compliance procedures adopt-
ed to address Applicant’s subsidiary banks’ CFTRA
violations has been reviewed by examiners from the
Office of the Comptroller of the Currency. The Board
also has consulted with appropriate enforcement agen-
cies, and has considered Applicant’s past record of
compliance with the law.

The financial resources and future prospects of
Applicant and its subsidiary banks are satisfactory.
NCBC’s financial resources are expected to be
strengthened as a result of this proposal and its future
prospects are favorable. Based upon a review of all of
the facts of record, the Board concludes that the
financial and managerial resources of Applicant and
NCBC are consistent with approval of this transac-
tion. Applicant proposes to offer expanded services to
the communities served by NCBC, including payroll
processing, cash management, and expanded EFT and
ATM services. Considerations related to the conve-
nience and needs of the communities to be served also
are consistent with approval of the transaction.

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

By order of the Board of Governors, effective
September 10, 1986.

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

WiLLiaM W, WILES

[SEAL] Secretary of the Board
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Michigan National Corporation
Bloomfield Hills, Michigan

Order Approving Acquisition of a Bank

Michigan National Corporation, Bloomfield Hills,
Michigan, a bank holding company within the meaning
of the Bank Holding Company Act (‘‘Act”),
12 U.S.C. § 1841 et seq., has applied for the Board's
approval under section 3(a)(3) of the Act (12 U.S.C.
§ 1842(a)(3)) to acquire all of the voting shares of
Independence One Bank, National Association, Rapid
City, South Dakota (‘‘Bank’’), a proposed new 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, including comments in opposition to the appli-
cation from the Independent Community Bankers As-
sociation of South Dakota, Inc., in light of the factors
set forth in section 3(c) of the Act (12 U.S.C.
§ 1842(c)).

Applicant operates 20 banking subsidiaries in Michi-
gan and is the third largest commercial banking organi-
zation in the state, with total domestic deposits of
approximately $6.1 billion.! Applicant also controls a
banking subsidiary located in the Netherlands Antil-
les, as well as several subsidiaries which engage in a
variety of nonbanking activities.

Bank is a newly established national bank formed to
engage primarily in offering bank credit card services
to customers in Michigan. Upon consummation of the
proposed transaction, Applicant would transfer the
credit card portfolios of Applicant’s subsidiary banks
to Bank.?

Section 3(d) of the Act (12 U.S.C. § 1842(d)) (the
“‘Douglas Amendment’’) prohibits the Board from
approving any application by a bank holding company
to acquire any bank located outside the state in which
the operations of its banking subsidiaries are principal-
ly conducted unless the acquisition is *‘specifically
authorized by the statute laws of the state in which
such bank is located, by language to that effect and not
merely by implication.”” South Dakota law permits an
out-of-state bank holding company to acquire a single
de novo national bank and a single de novo state bank
subject to the conditions that each such bank have

1. Deposit data are as of June 30, 1985,
2. Applicant has stated that it would transfer approximately $720
million of credit card receivables to Bank.

only a single office and that it be operated in a manner
and at a location that is ‘‘not likely to attract custom-
ers from the general public in the state to the substan-
tial detriment of existing banks in the state.’”

On June 16, 1986, the South Dakota Banking Com-
mission approved Applicant’s formation and acquisi-
tion of Bank, concluding that Applicant’s proposal met
the requirements for approval under the South Dakota
statute.* Based on this decision and its own review,
the Board has determined, as required by section 3(d)
of the Act, that the proposed acquisition conforms to
South Dakota law and is specifically authorized by the
statute laws of South Dakota.

Bank will engage primarily in offering consumer
credit card services to cardholders in Michigan. Since
the establishment of Bank represents an internal reor-
ganization of Applicant’s credit card operations, the
proposal will not alter the structure of the market for
bank credit card services.

Applicant does not operate a banking subsidiary in
the Rapid City, South Dakota, market.®* For this
reason and because of the limits imposed by South
Dakota law on Bank’s operations, consummation of
this proposal is not likely to lessen substantially exist-
ing competition in any relevant market.

The financial and managerial considerations of this
application are consistent with approval. Factors relat-
ing to the convenience and needs of the community to
be served also are consistent with approval.

The Board has received comments in opposition to
this proposal from the Independent Community Bank-
ers Association of South Dakota, Inc. (‘‘Protestant’’).
The Protestant argues that the Douglas Amendment to
the Act does not authorize the states to permit out-of-
state bank holding companies to acquire national
banks. The Protestant also argues that the Board
should deny this application because the South Dakota
statute impases burdens on national banks in a manner
that conflicts with federal banking laws.

The Board carefully considered these same argu-
ments when presented by Protestant in First City
Bancorporation of Texas, Inc., 71 FEDERAL RESERVE
BULLETIN 716 (1985). The Board determined the
Douglas Amendment applies to the interstate acquisi-
tion of any bank, national or state-chartered, specifi-
cally concluding that when a state lifts the prohibition

3. 8.D. Codified Laws Ann. §§ 51-16-40, 51-16-41 (Supp. 1986).

4. 8.D. Codified Laws Ann. § 51-16-42 (Supp. 1986).

$. The Rapid City market includes Butte County, Lawrence Coun-
ty, Pennington County, Custer County, Fall River County, Shannon
County, Haakon County, Jackson County, Bennett County, and the
southern half of Meade County.
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on interstate bank acquisitions with respect to state
banks, the Douglas Amendment either lifts directly or
authorizes the state to lift the prohibition, to the same
degree, with respect to national banks.

The Board also found no merit in Protestant’s
argument that the South Dakota statute conflicts with
federal banking law. The Board concluded that it is
Congress, through the Douglas Amendment, that im-
poses the restrictions on the operation of a national
bank by an out-of-state bank holding company, or, ata
minimum, that it is Congress that authorizes the states
to impose such restrictions. The Board determined
that the South Dakota restrictions are within the scope
of those authorized by Congress, and, therefore, they
cannot be said to impose unauthorized burdens that
conflict with the national banking laws.

Since the Board’s First City Order, the Comptroller
of the Currency has provided additional support for
the conclusion that the South Dakota restrictions are
not so burdensome as to conflict with federal banking
laws. In a July 31, 1986, letter to the General Counsel
of the Board, the acting Chief Counsel of the Comp-
troller of the Currency reiterated the Comptroller’s
position that there is no express conflict between the
South Dakota statute and the National Bank Act. The
letter noted that ‘‘to date, the South Dakota law has
not required that national banks restrict their activities
in a manner which is unsafe or unsound or otherwise in
conflict with the purposes of the National Bank Act.”’
Based upon the facts in the record and for reasons
stated more fully in its First City Order, the Board
finds that the Protestant does. not present adequate
reasons to deny this application.

While it has decided to approve this application, the
Board wishes to reiterate the concerns it has ex-
pressed in previous orders® about the proliferation of
statutes that, like South Dakota’s, permit the entry of
out-of-state bank holding companies in order to shift
jobs and revenue from other states, while limiting the
in-state activities of banks owned by out-of-state hold-
ing companies so as to avoid competition with in-state
banking organizations. These statutes do not appear to
be based on appropriate public policy considerations
for assuring a stable and sound banking system locally
and nationwide, and the end result of their adoption by
other states can only be a serious impairment of
banking standards and no net gains in jobs or revenues
because of the proliferation.

Based on the foregoing and other facts of record, the
application is approved for the reasons summarized

6. See, Citicorp, 71 FEDERAL RESERVE BULLETIN 101 (1985);
MCorp, 71 FEDERAL RESERVE BULLETIN 642 (1985).

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, and Bank shall be opened
for business not later than six months after the effec-
tive date of this Order. The latter two periods may be
extended for good cause by the Board or by the
Federal Reserve Bank of Chicago acting pursuant to
delegated authority.

By order of the Board of Governors, effective
September 15, 1986.

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

JAMES MCAFEE

{SEAL} Associate Secretary of the Board

Concurring Statement of Governor Seger

I fully support the Board’'s approval of this case.
However, as I previously indicated regarding a recent
similar proposal,! I do not share the Board’s concerns
over statutes that allow out-of-state bank holding
companies to enter another state in order to avoid
usury and other restrictions on consumer lending rates
in their home states. From a public policy point of
view, I believe those statutes are procompetitive and
allow a bank holding company to engage in legitimate
lending activity free of local restrictions that, as the
Board recently testified before Congress, can operate
to hinder the provision of credit to consumers.

I continue to share the Board’s concerns over state
laws, such as the so-called ‘*South Dakota insurance
loophole,’” that aim to provide out-of-state bank hold-
ing companies a base from which to conduct an
otherwise impermissible activity but subject to the
condition that the out-of-state bank holding company
may not conduct any such activity in competition with
local providers in the base state. However, I believe
statutes that allow bank holding companies to engage
in permissible credit card lending anywhere in the
United States free of local usury and similar limita-
tions are different and represent a positive movement
toward deregulation of interest rates.

September 15, 1986

1. Texas Commercc Bancshares, Inc., 72 FEDERAL RESERVE BulL-
LETIN 803 (1986).
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Orders Issued Under Section 4 of the Bank
Holding Company Act

AmeriTrust Corporation
Cleveland, Ohio

Order Approving an Application to Engage in
Printing Checks and Related Documents

AmeriTrust Corporation, Cleveland, Ohio, a bank
holding company within the meaning of the Bank
Holding Company Act (‘“‘Act’”), 12 U.S.C. § 1841
et seq., has applied for the Board’s approval under
section 4(c)(8) of the Act, 12 U.S.C. § 1843(c)(8), and
section 225.23 of the Board’s Regulation Y, 12 C.F.R.
§ 225.23, to acquire 51 percent of the ATEK Check
Printing Company, Brooklyn, Ohio (“ATEK"), a
company that prints and sells checks and related
documents, including corporate image checks, cash
tickets, voucher checks, deposit slips, savings with-
drawal packages, and other forms that require MICR-
encoded! information. These documents would be
printed for and sold exclusively to depository institu-
tions. Applicant proposes to engage in this activity
through a joint venture with McCorquodale Holdings,
Inc., Baltimore, Maryland (‘‘McCorquodale’’), a sub-
sidiary of McCorquodale PL.C, London, England, a
company that engages in check printing and other
printing activities.

Notice of the application, affording interested per-
sons an opportunity to submit comments on the pro-
posal, has been duly published, 51 Federal Register
12,565 (1986). The time for filing comments has ex-
pired and the Board has considered the application and
all comments received in light of the public interest
factors set forth in section 4(c)(8) of the Act.?

Applicant, a bank holding company which controls
AmeriTrust Bank, N.A., Cleveland, Ohio, has total
consolidated assets of $7.8 billion.> Applicant is also
engaged in various nonbanking activities, including
operating a trust company, and consumer and com-
mercial lending activities.

In addition to its financial investment, Applicant
would advise ATEK regarding product design and
would provide marketing, consultation, and sales sup-
port for the joint venture. Applicant’s banking subsid-
iaries and affiliates would also provide a client base for
ATEK'’s products. As its contribution to the joint

1. MICR is an acronym for the term ‘‘magnetic ink character
recognition.”’

2. The Board received comments from five banks and three printing
companies. All of the comments were in favor of the proposal,

3. Data are as of December 31, 1985.

venture, McCorquodale would supply ATEK with the
equipment and materials necessary for production of
the documents as well as general facilities manage-
ment services.

In order to approve an application under section
4(c)(8) of the Act, the Board must determine that the
proposed activity is ‘‘so closely related to banking or
managing or controlling banks as to be a proper
incident thereto....” 12 U.S.C. § 1843(c)(8). The
Act does not specify any criteria on which the Board
must base its finding that an activity is closely related
to banking. Generally, the Board has relied on guide-
lines that the United States Court of Appeals for the
District of Columbia enunciated in National Courier
Association v. Board of Governors to determine if an
activity is closely related to banking.* Under these
guidelines, an activity may be found to be closely
related to banking if it is demonstrated that banks
generally have in fact provided the proposed service;
that banks generally provide services that are opera-
tionally or functionally so similar to the proposed
services as to equip them particularly well to provide
the proposed service; or that banks generally provide
services that are so integrally related to the proposed
service as to require their provision in a specialized
form. The courts have made it clear, however, that
these criteria are not exclusive and that the Act grants
the Board discretion to consider any criteria which
provide a reasonable basis for a finding that a particu-
lar nonbanking activity has a close relationship to
banking.® The Board has stated that it will consider
*‘any ... factor that an applicant may advance to
demonstrate a reasonable or close connection or rela-
tionship of the activity to banking.”’¢ In considering
whether a proposed activity is permissible for bank
holding companies, the Board must adhere to the
fundamental purpose of the Act that banking be sepa-
rated from commercial activities.”

The printing of checks and similar documents (finan-
cial stationery) is a specialized field of printing that
requires extensive technology and managerial exper-
tise in order to obtain documents that meet the rigid
specifications of the high speed electronic equipment
that sorts and reads the documents. As discussed
above, Applicant would acquire from McCorquodale

4, See, Natlonal Courier Association v. Board of Governors, 516
F.2d 1229 (D.C. Cir. 1975); Association of Data Processing Service
Organizations, Inc. v. Board of Governors, 745 F.2d 677 (D.C. Cir.
1984). The Supreme Court endorsed the National Courier criteria in
Securities Industry Ass'n v. Board of Governors, 468 U.S. 207, 210
n. 5 (1984).

5. Securities Industry Ass’'n, supra; Board of Governors v. Invest-
ment Company Institute, 450 U.S. 46, 56-58 nn. 20-23 (1981);
Association of Data Processing Organizations, supra.

6. 49 Federal Register 806 (1984).

7. S. Rep. No. 1084, 91st Cong. 2d Sess. 2 (1970).
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printing presses and the other materials necessary to
engage in this activity. The distinguishing characteris-
tic of financial stationery is the encoding of financial
information in MICR format on the individual docu-
ments. This information is contained in the string of
numbers found near the bottom edge of bank checks,
deposit slips and similar documents used by banks and
their customers.

Financial stationery can be printed using the letter-
press or offset method. Under Applicant’s proposal,
the customer’s identifying information would be en-
tered into computers that would transfer the informa-
tion to a typesetting machine. This machine creates a
copy of the check or other document that is used to
create a printing plate for the printing press. Using
machine readable ink and security paper, the printing
press would then run off the checks or other docu-
ments, which are then inspected, cut, boxed and
mailed to the customers.

It is clear that as a general matter, manufacturing
activities are not closely related to banking. However,
the proposed manufacturing activity is in many ways
unique because the issuance and processing of checks
are integral parts of the business of banking. The
checks and other related documents that would be
printed by Applicant are primary media for payments
in the United States. Checks are offered and serviced
almost exclusively by banks and other depository
institutions and over 98 percent of all noncash transac-
tions are conducted with checks.? Moreover, the
checks and other related documents that Applicant
proposes to print are required to be produced in a
special form because the documents must be encoded
with special magnetic characters that permit the rapid
and accurate reading and sorting of the documents.

That a banking-related service is integral to the
provision of banking services and is provided in a
specialized form were important elements in the
court’s finding in National Courier that courier ser-
vices are closely related to banking. In that case, the
court concluded that courier services for checks and
other payment instruments played such a vital role in
check processing that banks required the provision of
courier services in specialized form and therefore
determined that courier activity for these instruments
was closely related to banking. The same reasoning
equally applies to check printing: checks constitute an
integral part of the payments mechanism operated by
the banking system and are provided in a specialized
format.?

8. Bank for International Settlements and Bank Administration
Institute, Payments Systems in Eleven Developed Countries 82-89
(1985).

9. National Courier, 516 F.2d at 1238,

Accordingly, based on the foregoing precedent and
in view of the facts that are unique to this case—
checks and other documents (e.g. deposit slips) are
used in the payment process, are provided in a special-
ized form, and are an integral part of a fundamental
banking service—the Board has concluded that print-
ing checks and similar MICR-encoded documents for
depository institutions is closely related to banking.

Before approving a bank holding company’s appli-
cation to engage in an activity that the Board deter-
mines is closely related to banking, the Board must
find that consummation of the proposal 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 addition, because this
application involves a joint venture between a banking
and nonbanking firm, the Board is concerned that joint
ventures not lead to a matrix of relationships between
co-venturers that could break down the legally man-
dated separation of banking and commerce.!° Further,
joint ventures must be carefully analyzed for any
possible adverse effects on competition and on the
financial condition of the banking organization in-
volved in the proposal.

The Board notes that McCorquodale currently en-
gages in check printing through six offices in the
United States, and controls less than 3 percent of the
market. Applicant does not currently engage in any
printing activities. Accordingly, consummation of the
proposed transaction would not eliminate any existing
competition between Applicant and McCorquodale.
With regard to potential competition, the Board does
not consider Applicant to be a likely entrant into the
check printing business absent this proposal because
Applicant does not have the expertise to engage in the
activity. Accordingly, the Board concludes that con-
summation of the proposed joint venture would have
little effect on potential competition in the relevant
markets.

In addition, the record indicates that the check
printing industry is highly concentrated, with the two
largest firms controlling 70 percent of the market, and
the three largest check printers controiling 80 percent
of the market. Consummation of the proposal can be
expected to result in public benefits inasmuch as the
affiliation of Applicant with McCorquodale would cre-

10. See, e.g., Amsterdam-Rotterdam Bank, N.V., 70 FEDERAL
RESERVE BULLETIN 835 (1984); The Maybaco Company and Equita-
ble Bancorporation, 69 FEDERAL RESERVE BULLETIN 375 (1983); and
Deutsche Bank AG, 67 FEDERAL RESERVE BULLETIN 449 (1981).
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ate a stronger competitor and thereby enhance compe-
tition in a market that is dominated by two companies.

Furthermore, the Board is satisfied that approval of
this application would not present the opportunity or
potential for conflicts of interest or other anticompeti-
tive practices. In reaching this conclusion, the Board
notes that the proposed activity is limited in scope and
that there are no other joint ventures between Appli-
cant and McCorquodale. Additionally, the activity to
be performed through this joint venture represents a
relatively minor portion of the business of each joint
venturer. Consequently, there is no reason to believe
that Applicant or its subsidiaries would favor McCor-
quodale or its customers in the provision of credit or
other services.

The financial and managerial resources of Applicant
and Company are considered satisfactory, and there is
no evidence in the record to indicate that consumma-
tion of the proposal would result in undue concentra-
tion 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
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
Board or by the Federal Reserve Bank of Cleveland,
acting pursuant to delegated authority.

By order of the Board of Governors, effective
September 8,1! 1986.

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

WiLLiaM W, WILES

[SEAL] Secretary of the Board

11. Board action was taken before Governor Heller was a member
of the Board.

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

CoreStates Financial Corporation
Philadelphia, Pennsylvania

Order Approving Acquisition of a Bank Holding
Company and Nonbanking Companies

CoreStates Financial Corporation, Philadelphia, Penn-
sylvania, a bank holding company within the meaning
of the Bank Holding Company Act (‘“‘Act™)
(12 U.S.C. § 1841 et seq.), has applied for the Board’s
approval under section 3(a)(3) of the Act (12 U.S.C.
§ 1842(a)(3)) to acquire New Jersey National Corpora-
tion (‘‘Company’’) and thereby indirectly to acquire
New Jersey National Bank (‘‘Bank’’), both in Ewing
Township, New Jersey.

Applicant has also applied for the Board’s approval
under section 4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)) and section 225.23 of the Board’s Regula-
tion Y (12 C.F.R. §225.23) to acquire two direct
nonbank subsidiaries, Underwood Mortgage and Title
Company and New Jersey National Leasing Compa-
ny, both of which are located in Ewing Township,
New Jersey. These companies, while currently inac-
tive, have authority to engage in leasing personal or
real property as well as mortgage servicing. These
activities have been determined by the Board to be
permissibie for bank holding companies under sections
225.25(b)(1) and (b)(5) of the Board’s Regulation Y
(12 C.F.R. §§ 225.25(b)(1) and (5)). In addition, Appli-
cant has provided notice under section 4(c)(14) of the
Act (12 U.S.C. 8§ 1843(c)(14)) of its intention to ac-
quire Company’s one-third interest in a joint venture,
Bancorps International Trading Company, Somerset,
New Jersey, an export trading company.

Notice of the applications, affording opportunity for
interested persons to submit comments and views, has
been given in accordance with sections 3 and 4 of the
Act (51 Federal Register 28,624 (1986)). The time for
filing comments and views has expired and the Board
has considered the applications and all comments
received in light of the factors set forth in section 3(c)
of the Act (12 U.S.C. § 1842(c)) and the consider-
ations specified in section 4(c)(8) of the Act.

Applicant, the third largest commercial banking
organization in Pennsylvania, controls three subsid-
iary banks in Pennsylvania with $7.84 billion in total
deposits, representing 7.6 percent of total deposits in
commercial banks in Pennsylvania.! Applicant also

1. State deposit data are as of December 31, 1985.
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controls nine nonbanking subsidiaries. Company, the
sixth largest commercial banking organization in New
Jersey, controls one subsidiary bank, with $1.78 bil-
lion in total deposits, representing 3.5 percent of total
deposits in commercial banks in New Jersey. Consum-
mation of the proposal would have no significant effect
on the concentration of banking resources in New
Jersey or Pennsylvania.

Section 3(d) of the Act, 12 U.S.C. § 1842(d), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire a bank located outside the holding company’s
home state, unless such acquisition is *‘specifically
authorized by the statute laws of the state in which
such bank is located, by language to that effect and not
merely by implication.’’2

On March 28, 1986, New Jersey enacted legislation
permitting out-of-state companies located in the Cen-
tral Atlantic region® to acquire control of a bank or
banks located in New Jersey. The New Jersey statute
by its terms did not become operative until three
Central Atlantic states, each with at least $20 billion in
commercial bank deposits, authorized acquisition of
banks in these states by New Jersey bank holding
companies. On August 8, 1986, the New Jersey Bank-
ing Commissioner determined that, as of August 24,
1986, the interstate banking statutes* of Pennsylvania,
Ohio and Kentucky — all located in the Central
Atlantic region, and each with over $20 billion in
commercial bank deposits — are reciprocal with New
Jersey.’ Accordingly, New Jersey law now permits a
Pennsylvania bank holding company to acquire a bank
holding company or bank in New Jersey. Applicant
meets all of the requirements of the New Jersey statute
authorizing an eligible bank holding company to ac-
quire a New Jersey bank or bank holding company.$
Based on the foregoing, the Board has determined that

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

3. The Central Atlantic region consists of New Jersey, Delaware,
Illinois, Indiana, Kentucky, Maryland, Michigan, Missouri, Ohio,
Pennsylvania, Tennessee, Virginia, West Virginia, Wisconsin, and the
District of Columbia. The District of Columbia is defined as a state for
purposes of the New Jersey legislation.

4. 1986 Pa. Laws No. 69 (effective August 24, 1986); Ohio Revised
Code § 1101.05 (effective October 17, 1985); Ky. Rev. Stat. § 287.900
(effective July 13, 1986).

5. Section 2(cXIV) of the Pennsylvania statute explicitly states that
the New Jersey interstate banking legislation is reciprocal with the
interstate banking legislation enacted in Pennsylvania.

6. In an August 29, 1986 letter to the Federal Reserve System, the
New Jersey Commissioner of Banking ‘*determined that the condi-
tions set out in N.J.S.A. 17:9A-1 ef seq. have been complied with and
that CoreStates Financial Corporation is an eligible bank holding
company which is located in an cligible state which has reciprocal
legislation in effect with New Jersey.”

the proposed acquisition is specifically authorized by
the statute laws of New Jersey and is thus permissible
under the Douglas Amendment.

Subsidiary banks of Applicant and Company com-
pete in the Philadelphia banking market’ and the
Wilmington banking market.8 Applicant is the second
largest® of 49 commercial banking organizations in the
Philadelphia banking market and controls total depos-
its of $4.27 billion, representing 14.4 percent of the
deposits in commercial banking organizations there-
in.’® Bank is the 25th largest commercial banking
organization in the market, with total deposits of
$117.3 million, representing 0.4 percent of the deposits
in commercial banks in the market. Upon consumma-
tion of the proposal, Applicant’s share of the deposits
in commercial banks in the market would be 14.8
percent. The Philadelphia banking market is not highly
concentrated and would not become highly concen-
trated upon consummation of this transaction. The
share of deposits held by the four largest commercial
banking organizations in the market is 48.2 percent
and the market’s Herfindahl-Hirschman Index
(‘‘HHI") is 946 and would increase by only 11 points
upon consummation of the proposal.!!

Applicant controls one subsidiary bank that oper-
ates in the Wilmington banking market with deposits
of $2.3 million, representing less than 0.1 percent of
the deposits in commercial banking organizations in
the market. Bank operates three branches in the
market with total deposits of $4.1 million, representing
less than 0.1 percent of the deposits in commercial
banking organizations in the market. Upon consum-
mation of this proposal, the market’s four-firm con-
centration ratio would not change and the HHI would
increase by less than one point.

On the basis of these and other facts of record, the
Board concludes that consummation of the proposal is
not likely substantially to lessen competition in the
Philadelphia or Wilmington banking markets.

7. The Philadelphia market consists of Bucks, Chester, Delaware,
Montgomery, and Philadelphia counties in Pennsylvania plus Burling-
ton, Camden and Gloucester counties in New Jersey.

8. The Wilmington market consists of New Castle County, Dela-
ware, Salem County, New Jersey, and Cecil County, Maryland.

9. As a result of the merger between IVB Financial Corporation,
Philadelphia, Pennsylvania and FidelCor, Inc., Philadelphia, Pennsyl-
vania on February 25, 1986, CoreStates became the second largest
banking organization in the Philadelphia banking market. This ranking
is not reflected in the June 30, 1985 market data.

10. Market data are as of June 30, 1985.

11. This acquisition would not be subject to challenge by the
Department of Justice under its merger guidelines. Under the revised
Department of Justice Merger Guidelines (49 Federal Register 26,823
(1984)), a market in which the post-merger HHI is below 1000 is
considered to be unconcentrated and the Department will not chal-
lenge mergers in these markets except in extraordinary circum-
stances.



798 TFederal Reserve Bulletin [0 November 1986

The Board also has considered the effects of this
proposal on probable future competition in the mar-
kets in which Applicant and Company, but not both,
compete. In light of the number of probable future
entrants into each of these markets and other facts of
record, the Board concludes that consummation of
this proposal would not have any significant adverse
effect on probable future competition in any relevant
market.

The financial and managerial resources of Applicant
and its subsidiaries, and Company and its subsidiaries,
are consistent with approval of the application. Con-
siderations relating to the convenience and needs of
the community to be served are also consistent with
approval,

Applicant has also applied under section 4(c)(8) of
the Act to acquire Company’s two nonbank subsidiar-
ies, Underwood Mortgage & Title Company (‘‘Under-
wood’’) and New Jersey National Leasing Company
(““NJNLC’"), both of which are located in Ewing
Township, New Jersey. These inactive nonbank sub-
sidiaries are expected to be activated upon consumma-
tion of the transaction.

In view of the facts of record, the Board concludes
that Applicant’s acquisition of Company’s nonbanking
subsidiaries would not significantly affect competition
in any relevant market. Furthermore, there is no
evidence in the record to indicate that approval of this
proposal would result in undue concentration of re-
sources, unfair competition, conflicts of interests,
unsound banking practices, or other adverse effects on
the public interest. Accordingly, the Board has deter-
mined that the balance of the public interest factors it
must consider under section 4(c)(8) of the Act is
favorable and consistent with approval of the applica-
tions.

The Board has also considered the notice of Appli-
cant’s intention to acquire Company’s one-third inter-
est in a joint venture, Bancorps International Trading
Company, Somerset, New Jersey, under section
4(c)(14) of the Act. Based on the facts of record, the
Board has determined that disapproval of the pro-
posed investment is not warranted.

Based on the foregoing and other facts of record, the
Board determined that the applications under sections
3 and 4 of the Act should be and hereby are, approved.
The banking acquisition shall not be consummated
before the thirtieth calendar day following the effective
date of this Order, and neither the banking acquisition
nor the nonbanking acquisition shall occur later than
three months after the effective date of this Order,
unless the latter period is extended for good cause by
the Board or by the Federal Reserve Bank of Philadel-
phia, acting pursuant to delegated authority. The de-
termination with respect to Applicant’s acquisition of

Company’s nonbanking subsidiaries is subject to all of
the conditions set forth in Regulation Y, including
sections 225.4(d) and 225.23(b) (12 C.F.R. §§ 225.4(d)
and 225.23(b)), and to the Board’s authority to require
such modifications or termination of activities of a
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

By order of the Board of Governors, effective
September 29, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

First Union Corporation
Charlotte, North Carolina

Order Approving Acquisition of a Bank Holding
Company and Certain Nonbanking Activities

First Union Corporation, Charlotte, North Carolina, a
bank holding company within the meaning of the Bank
Holding Company Act (‘“‘Act’”) (12 U.S.C. § 1841
et seq.), has applied for the Board’s approval under
section 3(a)(3) of the Act (12 U.S.C. § 1842(a)(3)), to
acquire First Railroad and Banking Company of Geor-
gia (““Company’’), Augusta, Georgia, a bank holding
company, and thereby indirectly to acquire its 14
subsidiary banks. Applicant has also applied under
section 4(c)(8) of the Act (12 U.S.C. § 1843(c)(8)) and
section 225.23(a) of the Board’s Regulation Y
(12 C.F.R. § 225.23(a)) to acquire Company’s non-
bank subsidiary, Capital Finance Group, Inc., a com-
pany that engages in consumer lending, mortgage
lending, leasing, and reinsuring credit-related life, ac-
cident, and health insurance. These activities have
been determined by the Board to be closely related to
banking and permissible for bank holding companies
under section 225.25(b)(1), (5) and (8) of Regulation Y
(12 C.F.R. § 225.25(b)(1), (5) and (8)).

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act.
51 Federal Register 26,191 and 26,468 (1986). The time
for filing comments has expired, and the Board has
considered the applications and all comments received
in light of the factors set forth in section 3(c) of the Act
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(12 U.S.C. § 1842(c)), and the considerations specified
in section 4(c)(8) of the Act.

Applicant is the third largest commercial banking
organization in North Carolina. It controls total depos-
its in North Carolina of $6.2 billion,! which represent
19.1 percent of the total deposits in commercial bank-
ing organizations in the state. Applicant also controls
banks in South Carolina, Georgia, and Florida with
total deposits in those states of approximately $4.5
billion.2 Company is the fourth largest commercial
banking organization in the state of Georgia. It con-
trols total deposits in Georgia of $2.2 billion, repre-
senting 6.3 percent of the total deposits in commercial
banks in Georgia.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving an application by a bank holding company to
acquire a bank located outside the bank holding com-
pany’s home state,’ unless the state where the bank to
be acquired is located has specifically authorized the
acquisition by language to that effect and not merely
by implication. The Board has previously determined
that Georgia has by statute expressly authorized a
North Carolina bank holding company, such as Appli-
cant, to acquire a Georgia bank or bank holding
company, such as Company.* Accordingly, approval
of Applicant’s proposal to acquire banks in Georgia is
not barred by the Douglas Amendment.

Applicant is the twelfth largest commercial banking
organization in the state of Georgia. It controls total
deposits in Georgia of $300 million, representing 0.5
percent of the total deposits in commercial banks in
Georgia. Upon consummation of the transaction, Ap-
plicant would control total deposits of $2.5 billion,
representing 6.8 percent of the total deposits in com-
mercial banks in Georgia, and would become the
fourth largest commercial banking organization in
Georgia. Georgia is unconcentrated in terms of bank-

1. Unless otherwise indicated, all state banking data are as of
December 31, 1985, and all market data are as of June 30, 198S.

2. Applicant is the sixth largest banking organization in Florida
with deposits of approximately $3.3 billion, representing 4.5 percent
of the total deposits in commercial banks in Florida. Applicant is the
fourth largest banking organization in South Carolina with deposits of
approximately $900 million, representing 8.1 percent of the total
deposits in commercial banks in South Carolina. Consummation of the
proposal would have no effect on the concentration of banking
resources in North Carolina, South Carolina or Florida.

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

4. First Wachovia Corporation, 72 FEDERAL RESERVE BULLETIN
68 (1985); NCNB Corporation, 72 FEDERAL RESERVE BULLETIN 57
(1985); see Ga. Stat. Ann. 8§ 7-1-620 et seq; N.C. Gen. Stat. §§ 53-
209 et seq. (Supp. 1984).

ing resources and would remain so after consumma-
tion of the proposal. The Board concludes that con-
summation of the proposal would not have a
significant adverse effect on the concentration of bank-
ing resources in Georgia.

Subsidiary banks of both Applicant and Company
operate in the Atlanta and Augusta, Georgia banking
markets.5 Company is the sixth largest of 38 commer-
cial banking organizations in the Atlanta banking mar-
ket, controlling deposits of $529.0 million, represent-
ing 3.6 percent of the total deposits in commercial
banks in the market. Applicant is the ninth largest
commercial banking organization in the market, con-
trolling deposits of $167.6 million, representing 1.1
percent of the total deposits in commercial banks in
the market. Upon consummation of the proposal,
Applicant would control deposits of $696.6 million,
representing 4.7 percent of the total deposits in com-
mercial banks in the market.

The Atlanta banking market is not highly concen-
trated and would not become highly concentrated
upon consummation of the transaction. The share of
deposits held by the four largest commercial banking
organizations in the market is 73.6 percent and the
market’s Herfindahl-Hirschman Index (HHI) is 1590
and would increase by only 8 points upon consumma-
tion of the proposal. Thus, this acquisition would not
be subject to challenge by the Department of Justice
under its merger guidelines.® In view of the small
increase in market concentration and other facts of
record, the Board concludes that consummation of the
proposed transaction is not likely to have a significant
adverse effect on existing competition in the Atlanta
banking market.

Applicant is the smallest of the nine commercial
banks in the Augusta banking market, controlling
deposits of $4.9 million, representing 0.4 percent of the
total deposits in commercial banks in the market.
Company is the largest commercial banking organiza-
tion in the market, controlling deposits of $519 million,
representing 41.9 percent of the total deposits in
commercial banks in the market. Upon consummation
of the proposal, Applicant would control 42.3 percent

5. The Atlanta banking market is approximated by Clayton, Cobb,
DeKalb, Douglas, Fulton, Gwinnett, Henry, and Rockdale Counties.
The Augusta banking market is approximated by Columbia and
Richmond Counties in Georgia plus Aiken County in South Carolina.

6. 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. The Department has informed the
Board that a bank merger or acquisition generally will not be chal-
ienged (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.
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of the total deposits in commercial banks in the
market,

With a four-firm concentration ratio of 90 percent
and an HHI of 2702, the Augusta banking market is
considered concentrated. Upon consummation of this
transaction, the four-firm concentration ratio in the
market would increase to 90.4 and the HHI would
increase by only 33 points to 2735.7 In view of the
small increase in market concentration and the number
of competitors that would remain in the market upon
consummation of the proposal and other facts of
record, the Board concludes:that consummation of the
proposal is not likely to have a significant adverse
effect on existing competition in any relevant banking
market. :

With respect to the effect of this transaction on
probable future competition in those markets where
either Applicant or Company, but not both, competes,
the Board concludes that numerous potential entrants
into these markets exist and that, accordingly, con-
summation of this proposal is not likely to have any
significant adverse effect on probable future competi-
tion in any of these markets.

The financial and managerial resources and future
prospects of Applicant, Company, and their subsidiar-
ies are considered satisfactory and consistent with
approval of the transaction. Considerations relating to
the convenience and needs of the communities to be
served are also consistent with approval of the propos-
al.

There is no evidence of record indicating that the
acquisition of Company’s nonbanking subsidiary
would result in undue concentration of resources,
decreased or unfair competition, conflicts of interests,
unsound banking practices, or other adverse effects.
Accordingly, the Board has concluded that the balance
of the public interest factors it is required to consider
under section 4(c)(8) is favorable and consistent with
approval.

Based upon the foregoing and all the facts of record,
the Board has determined that these applications un-
der sections 3 and 4 of the Act should be, and hereby
are, approved. The acquisition under section 3 shall
not be consummated before the thirticth calendar day
following the effective date of this Order. The proposal
shall not be consummated later than three months
after the effective date of this Order, unless such
period is extended for good cause by the Board or by

7. Under the revised Department of Justice Merger Guidelines any
market in which the post-merger HHI is above 1800 is considered
highly concentrated. In such markets, the Department is likely to
challenge any merger that produces an increase in the HHI of more
than 50 points unless other factors indicate that the merger will not
substantially lessen competition.

the Federal Reserve Bank of Richmond, pursuant to
delegated authority.

By order of the Board of Governors, effective
September 22, 1986.

Voting for this action: Chairman Volcker and Governors
Johnson, Wallich, Rice, Seger, Angell, and Heller. Governor
Wallich abstained from the insurance portion of this action.

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Security Pacific Corporation
Los Angeles, California

Order Approving Acquisition of a Bank Holding
Company and Certain Nonbanking Subsidiaries

Security Pacific Corporation, Los Angeles, California,
a bank holding company within the meaning of the
Bank Holding Company Act of 1956, as amended (the
“Act’” or *“BHC Act”’) (12 U.S.C. § 1841 et seq.), has
applied for the prior approval of the Board under
section 3 of the Act (12 U.S.C. § 1842) to acquire
Arizona Bancwest Corporation (‘‘Company’’), Phoe-
nix, Arizona, and thereby to acquire indirectly The
Arizona Bank (‘‘Bank’’), Phoenix, Arizona.! Appli-
cant has also applied for the prior approval of the
Board under section 4(c)(8) of the Act (12 U.S.C.
§ 1843(c)(8)) to acquire Bancwest Life Insurance Com-
pany, Phoenix, Arizona, and thereby engage in the
reinsurance of life and disability insurance issued by
others with respect to credit extended by subsidiaries
of Company; Bancwest Insurance Agency, Inc., Phoe-
nix, Arizona, and thereby act as an agent for the sale
of credit life and disability insurance with respect to
credit extended by subsidiaries of Company; and
Bancwest Financial Services Company, Phoenix, Ari-
zona, and thereby engage in commercial finance and
leasing.2 These activities are authorized for bank hold-
ing companies pursuant to the Board’s Regulation Y,

12 C.F.R. §§ 225.25(b)(1)(iv), (b)(5), (b)(8), and (b)(9).

1. Applicant will acquire Company by a merger of Company into
SPC Acquisition, Inc. (*‘SPC”’), Los Angeles, California, a wholly
owned, special-purpose subsidiary of Applicant. In connection with
this application, SPC has applied to become a bank holding company
by acquiring Arizona Bancwest Corporation. SPC is of no significance
except as a means to facilitate Applicant’s acquisition of Company.

2. In connection with this application, SPC also has applied to
acquire Bancwest Life Insurance Company, Bancwest Insurance
Agency, Inc., and Bancwest Financial Services Company.
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Notice of the applications, affording opportunity for
interested persons to submit comments and views, has
been duly published (51 Federal Register 16,591,
18,379 (1986)). The time for filing comments has
expired, and the Board has considered the applications
and all comments received in light of the factors set
forth in sections 3(c) and 4(c)(8) of the Act.?

Applicant, with $24.2 billion in domestic deposits, is
the second largest commercial banking organization in
California. Bank is the third largest commercial bank-
ing organization in Arizona with domestic deposits of
approximately $3.1 billion, representing 15.8 percent
of the total deposits in commercial banks in Arizona.

Section 3(d) of the Act (12 U.S.C. § 1842(d)), the
Douglas Amendment, prohibits the Board from ap-
proving any application by a bank holding company to
acquire control of any bank located outside of the
holding company’s home state,® unless such acquisi-
tion is ‘‘specifically authorized by the statute laws of
the State in which [the] bank is located, by language to
that effect and not merely by implication.”” The Board
has previously determined that the statute laws of
Arizona authorize an out-of-state financial institution
to acquire any Arizona financial institution that has
applied to operate in Arizona before May 31, 1984,
subject to approval by the State Banking Superinten-
dent.s

The Arizona State Banking Superintendent has in-
formed the Board that the proposal does not present
any of the grounds for denial of the application under
Ariz. Rev. Stat. § 6-326 and, accordingly, the Super-
intendent anticipates approving the proposal on Octo-
ber 1, 1986, the first day the interstate banking statute
is effective. Based on the foregoing, the Board has
determined that the proposed acquisition is specifical-
ly authorized by the statute laws of Arizona and is thus
permissible under the Douglas Amendment, subject to
Applicant’s obtaining the approval of the Superinten-
dent pursuant to section 6-322 of the Arizona Revised
Statutes, and the October 1, 1986, effective date of

3. The Board received a protest from Arizona ACORN (Associa-
tion of Community Organizations for Reform Now) alleging that Bank
has not met the credit and deposit needs of the low- and moderate-
income community in Bank’s service area, specifically home-mort-
gage lending, home-improvement lending, small business lending,
basic banking services, and marketing and outreach. ACORN with-
drew its protest following several meetings with Applicant and Appli-
cant’s adoption of certain commitments designed to meet the credit
and deposit needs of the low- and moderate-income communities in
Bank’s service area.

4. Banking data are as of June 30, 1985,

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

6. Ariz. Rev. Stat, § 6321 et seq. (effective October 1, 1986). See
Marshall & lisley Corporation, 72 FEDERAL RESERVE BULLETIN 720
(1986).

such statute. The Board's order is specifically condi-
tioned upon satisfaction of the state regulatory approv-
al requirement and the effectiveness of the state stat-
ute on October 1, 1986.

Bank engages, through a subsidiary, in certain real
estate investment and development activities autho-
rized for state banks pursuant to Arizona law. One of
Applicant’s subsidiary banks, Security Pacific State
Bank, Irvine, California (‘‘California Bank’’), also
engages in real estate investment and development
activities authorized for state banks pursuant to Cali-
fornia law. The Board has not determined that real
estate investment and development activity is closely
related to banking under section 4(c)(8) of the Act, and
thus this activity is not permissible for bank holding
companies under section 4 of the Act.

In its evaluation of this application, the Board has
considered whether the real estate investments of
Bank and California Bank, which are structured as
general partnerships between the bank and a develop-
er, comply with the nonbanking provisions of section 4
of the BHC Act and the Board’s implementing regula-
tions. Section 4 of the BHC Act prohibits, with certain
exceptions not relevant here, a bank holding company
from acquiring or retaining direct or indirect owner-
ship or control of voting shares of a company that is
not a bank. 12 U.S.C. § 1843(a).” Under section
2(g)(1) of the Act, voting shares held by any subsidiary
of a bank holding company are deemed to be indirectly
held by the parent bank holding company.? Thus, as
the Board has previously recognized, the acquisition
of voting shares by a subsidiary bank of a bank holding
company is treated as an acquisition by the parent
bank holding company and, on this basis, is subject to
the nonbanking limitations of section 4 of the Act.?

Because the general partnership interests held by
Bank and California Bank represent more than 5
percent of the outstanding voting shares of the partner-
ships and because the partnerships are engaged in real
estate development activities that are not permissible
under the BHC Act, these interests do not comply

7. These exceptions are primarily for investments in companies
engaged in activities determined by the Board to be closely related to
banking or for investments that represent less than 5 percent of the
voting shares of the company. 12 U.S.C. §§ 1843(c)(6) and (8).

8. 12 U.S.C. § 1841(g)(1). The BHC Act defines companies to
include partnerships and the Board's regulations define voting shares
to include any partnership interest in which the partner may vote on
or direct the conduct of the operations or other significant policies of
the partnership or vote for or select the partners or similar manage-
ment officials of the partnership. 12 U.S.C. § 1841(b); 12 C.F.R.
§ 225.2(1X(1).

9. The Board has so construed the Act since its enactment in 1956.
See e.g. 12C.F.R. §225.101 and 102. See also 12C.F.R.
§ 225.22(dX2) and Board Press Release, dated May 13, 1971, 36
Federal Register 9292 (May 22, 1971); and Board Press Release, dated
January 28, 1985, 50 Federal Register 4519 n.3 (January 31, 1985).
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with the investment limitations of section 4(a) of the
BHC Act. The investments also are not permissible
under section 225.22(d)(2) of Regulation Y (relating to
activities conducted by nonbank subsidiaries of hold-
ing company state banks), because the partnerships
are not wholly owned by Bank or California Bank as
required under that regulation.!®

Accordingly, Applicant’s retention of the real estate
interests of Bank and California Bank is not permissi-
ble under the Act, and Applicant is required to divest
these interests or otherwise conform them to the Act
and the Board’s regulations. The Board notes, howev-
er, that it has requested comment on whether it should
continue to prohibit or permit, subject to certain
prudential limitations, real estate investment and de-
velopment activities for bank holding companies and
what, if any, action would be appropriate where such
activities are conducted by subsidiary banks.!'" The
Board expects to consider these issues and the public
comments thereon in the near future.

In view of this fact, the Board believes that it is
appropriate in this case to grant Applicant a period of
time to divest its impermissible real estate investments
or conform them to the Act.!2 Accordingly, approval
of this application is conditioned upon Applicant’s
divestiture, within two years of consummation of this
proposal, of those real estate investments held by
Bank and California Bank that do not conform with the
BHC Act and Regulation Y, subject to any changes in
the Board’s regulation as a result of the Board’s
review of the real estate investment and development
powers of bank holding companies and their subsidiar-
ies. In this regard, Applicant has committed to con-
duct its real estate activities within certain prudential
limitations and to comply with the results of the
Board’s proceedings regarding the real estate develop-
ment activities of bank holding companies.!> In the
interim, any further investments by Bank or California

10. 12 C.F.R. § 225.22(d)(2). The Board adopted this regulation in
1971 in the absence of evidence that acquisitions by holding company
banks were resulting in evasions of the purposes of the Act. Board
Press Release dated May 13, 1971, 36 Federal Register 9292 (May 22,
1971). The Board, however, stated that it would review the continued
merits of the regulation from time to time in light of experience in
administering the Act. Id. As noted below, the Board currently has
this regulation under review and has asked for comment, in connec-
tion with the exercise of real estate development powers by holding
company banks, as to whether modifications in the regulation are
appropriate.

11. 50 Federal Register 4519 (1985).

12. Consistent with section 4(a)(2) of the Act (providing a two-year
period for new bank holding companies to comply with the nonbank-
ing prohibitions of the Act), the Board has, in certain cases, granted
applicants periods of up to two years to divest impermissible activities
or conform them to the requirements of the Act. Citicorp (Quotron) 72
FEDERAL RESERVE BULLETIN 497, 500 (1986). The Chase Manhattan
Corporation 71 FEDERAL RESERVE BULLETIN 960, 963 (1985).

13. In a few cases involving a small dollar amount of real estate
development activity conducted under state law by state-chartered
savings banks being acquired by bank holding companies, the Board
has permitted the continuation of the activity, provided the level and

Bank in real estate development projects must comply
with the Act and applicable regulations.

Applicant does not operate a bank in any market in
which Bank operates. Applicant does, however, oper-
ate mortgage banking, consumer finance, and com-
mercial finance subsidiaries that compete with Compa-
ny and its subsidiaries in Arizona. Applicant’s market
share is de minimis, and consummation of the proposal
would result in only a small increase in concentration
in the relevant markets. Accordingly, consummation
of the proposal is not likely to result in the elimination
of any significant existing competition. In view of the
numerous entrants into the relevant markets, the
Board concludes that the proposal would not have any
significant adverse effect on probable future competi-
tion.

In evaluating this application, the Board has consid-
ered the financial resources of Applicant and the effect
on those resources of the proposed acquisition. In this
regard, the Board has previously stated that it expects
banking organizations experiencing substantial growth
internally and by acquisition, such as Applicant, to
maintain a strong capital position substantially above
the minimum levels specified in the Capital Adequacy
Guidelines without significant reliance on intangibles,
particularly goodwill.'¥ The Board will carefully ana-
lyze the effect of expansion proposals on the preserva-
tion or achievement of such capital positions.

The financial and managerial resources and future
prospects of Applicant and Company and their subsid-
iaries are considered generally satisfactory. The acqui-
sition, however, will result in a significant increase in
Applicant’s intangible assets and its pro forma primary
capital ratio on a tangible basis will be reduced to the
minimum level specified in the Board’s Capital Ade-
quacy Guidelines (after excluding Applicant’s invest-
ments in real estate development activities in accord-
ance with the above commitments).

In the absence of mitigating factors, the Board
would regard this reduction in Applicant’s tangible
primary capital as a significant adverse factor. In this
connection, the Board has taken into account the fact
that Applicant negotiated the proposed acquisition
over a year ago and has raised substantial amounts of
capital, including primary capital, in anticipation of
this proposal ih order to comply with the Board’s
capital policies. Applicant has also advised the Board
that, in accordance with the Board’s policy that expan-

scope of the activity is not increased, adequate capital is maintained to
support the activity, and the applicant agreed to conform the activity
to the results of the Board’s proceedings regarding real estate develop-
ment activities. Excel Bancorp, Inc., 72 FEDERAL RESERVE BULLETIN
731 (1986).

14, Citicorp, 72 FEDERAL RESERVE BULLETIN 724 (1986); Capital
Adequacy Guidelines, 50 Federal Register 16,057, 16,066-67
(April 24, 1985), 71 FEDERAL RESERVE BULLETIN 445 (1985); National
City Corporation, 70 FEDERAL RESERVE BULLETIN 743, 746 (1984).
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sionary proposals should be based on the maintenance
of a strong tangible primary capital position, Applicant
intends promptly to restore its tangible primary capital
ratio to pre-acquisition levels. Finally, Applicant has
committed to maintain Bank’s primary capital in ac-
cordance with the Board’s Capital Adequacy Guide-
lines. !’

Based upon the above facts, particularly Applicant’s
plans to restore its primary capital and to continue to
strengthen its capital position, the Board concludes
that financial and managerial factors are consistent
with approval. Considerations relating to the conve-
nience and needs of the communities to be served are
also consistent with approval.

There is no evidence in the record to indicate that
approval of this proposal would result in undue con-
centration of resources, decreased or unfair competi-
tion, conflicts of interests, unsound banking practices,
or other adverse effects on the public interest. Accord-
ingly, the Board has determined that the balance of
public interest factors it must consider under section
4(c)(8) of the Act is favorable and consistent with
approval of the applications to acquire Bank’s non-
banking subsidiaries and activities.

Based on the foregoing and other facts of record,
including certain commitments made by Applicant, the
Board has determined that the applications should be,
and hereby are, approved, subject to the express
condition that Applicant obtain the approval of the
Arizona Superintendent of Banks pursuant to section
6-322 of the Arizona Revised Statutes and that the
proposal not be consummated before the October 1,
1986, effective date of the Arizona statute and the
other conditions in this Order relating to the real estate
activities of Bank and California Bank. The acquisition
of Bank shall not be consummated before the thirtieth
calendar day following the effective date of this Order,
or later than three months after the effective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
San Francisco, acting pursuant to delegated authority.
The determinations as to Applicant’s nonbanking ac-
tivities are subject to all of the conditions contained in
Regulation Y, including those in sections 225.4(d) and
225.23(b)(3) (12 C.F.R. § § 225.4(d) and 225.23(b)(3)),
and to the Board’s authority to require such modifica-
tion or termination of the activities of a holding
company or any of its subsidiaries as the Board finds
necessary to assure compliance with the provisions

15. In another case involving a substantial reduction in an appli-
cant’s tangible primary capital, the Board considered the applicant’s
demonstrated ability and record of raising substantial amounts of
equity capital to support its growth and found the proposal consistent
with financial considerations only on the basis that the applicant
would use that ability to restore promptly its capital position. Citicorp,
72 FEDERAL RESERVE BULLETIN 497 (1986).

and purposes of the Act and the Board’s regulations
and orders issued thereunder, or to prevent evasion
thereof.

By order of the Board of Governors, effective
September 12, 1986.

Voting for this action: Chairman Volcker and Governors
Johnson, Wallich, Rice, Seger, Angell, and Heller. Governor
Wallich abstained from the insurance portion of this action.

WiLLIAM W. WILES

[SEAL] Secretary of the Board

Texas Commerce Bancshares, Inc.
Houston, Texas

Order Approving Acquisition of a Bank and Certain
Nonbanking Activities

Texas Commerce Bancshares, Inc., Houston, Texas,
a bank holding company within the meaning of the
Bank Holding Company Act (‘‘Act™), 12 U.S.C.
§ 1841 et seq., has applied for the Board’s prior
approval under section 3(a)(3) of the Act (12 U.S.C.
§ 1842(a)(3)) to acquire 100 percent of Texas Com-
merce Bank, Newark, Delaware (‘‘Bank’’), a de novo
bank that will engage primarily in consumer credit
card lending. Applicant also has applied under section
4(c)(8) of the Act (12 U.S.C. § 1843(c)(8)) and section
225.23(a) of the Board’s Regulation Y (12 C.F.R.
§ 225.23(a)) to engage in certain nonbanking activities
that the Board has previously determined to be per-
missible for bank holding companies under sections
225.25(b)(1), (4), and (16) of Regulation Y (12 C.F.R.
§§ 225.25(b)(1), (4), and (16)).

Applicant proposes to acquire Texas Commerce
Mortgage Company, Houston, Texas (‘‘TCMC”’), and
thereby engage in the activity of originating, servicing
and selling residential mortgages. TCMC will engage
in this activity through a joint venture with North
American Mortgage Company, Houston, Texas
(““NAMC""), an existing provider of mortgage banking
services. Applicant also proposes to engage in the
origination, sale and servicing of commercial loans
through Texas Commerce Corporate Finance, Hous-
ton, Texas (‘‘TCCF’’), a wholly owned subsidiary of
Applicant’s existing subsidiary, Texas Commerce
Capital Markets, Inc., Houston, Texas (““TCCM™).
These activities are permissible for bank holding com-
panies under section 225.25(b)(1) of Regulation Y
(12 C.F.R. § 225.25(b)(1)).

In addition, Applicant proposes to underwrite and
deal in government obligations and money market
instruments to the extent permitted under section
225.25(b)(16) of Regulation Y (12 C.F.R.
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§ 225.25(b)(16)) and to provide portfolio investment
advice to any person and financial advice to state and
local governments as permitted under section
225.25(b)4) of Regulation Y (12C.F.R.
§ 225.25(b)(4)). Applicant will engage in these activi-
ties through Texas Commerce Securities, Inc., Hous-
ton, Texas (‘“TCS"’), also a subsidiary of TCCM.

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
given in accordance with sections 3 and 4 of the Act.
51 Federal Register 4990, 5803, and 8897 (1986). The
time for filing comments has expired, and the Board
has considered the applications and all comments
received in light of the factors set forth in section 3(c)
of the Act and the considerations specified in section
4(c)(8) of the Act.

Applicant is the fourth largest commercial banking
organization in Texas.! It presently operates 70 sub-
sidiary banks in Texas, controlling $13.4 billion in
deposits, representing 8.6 percent of total statewide
deposits. Applicant also engages through subsidiaries
in a variety of permissible nonbanking activities.

The Douglas Amendment prohibits Board approval
of an application by a bank holding company to
acquire a bank located outside the holding company’s
home state,? unless the state where the target bank is
located has specifically authorized the acquisition by
statute ‘‘by language to that effect and not merely by
implication.’’? Applicant’s home state is Texas. Bank
is a newly chartered Delaware state bank formed to
engage primarily in consumer lending through its cred-
it card program.

The statutes of Delaware permit an out-of-state
bank holding company to acquire a de novo consumer
credit bank.* In light of the limitations imposed by
Delaware law on Bank’s operations, it is not likely that
Bank will be a significant competitor in the Delaware-
New Jersey-Maryland PMSA banking market.5 The
Board notes that Bank will engage primarily in con-
sumer lending through its credit card operations and
will provide additional consumer credit card services
on a de novo basis.

1. Banking data are as of December 31, 1985.

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

3. 12 U.S.C. § 1842(d).

4. Del. Code Ann. tit. 5, §§ 803, 1012. A consumer credit bank may
engage in the business of accepting deposits of money and may make
extensions of credit to consumers, but may not make commercial
loans.

5. Del. Code Ann. tit. 5, § 1051. The Delaware-New Jersey-
Maryland Primary Metropolitan Statistical Area (PMSA) banking
market centers around-Wilmington, Delaware, and includes the north-
ern half of Newcastle County, Delaware, Salem County, New Jersey,
and the northeastern portion of Cecil-County, Maryland.

The proposed acquisition under Delaware law is
subject to approval by the State Bank Commissioner
who, in acting on the application, must determine
whether public convenience and advantage would be
promoted by the establishment of the consumer credit
bank. In making such determination, the State Bank
Commissioner must consider the experience of the
applicant in the credit card business and with respect
to the acceptance and administration of time deposits,
and the quality of its management and its past financial
performance. On October 29, 1985, the State Bank
Commissioner of Delaware approved Applicant’s for-
mation and acquisition of Bank. Based on the forego-
ing, the Board has determined that the proposed
acquisition is specifically authorized by the statute
laws of Delaware and is thus permissible under the
Douglas Amendment.6

In analyzing this proposal, the Board has considered
the financial resources and future prospects of Appli-
cant and the effect of this proposal on these resources.
In its evaluation of the financial aspects of these
transactions, the Board has given particular consider-
ation to the fact that this is an internal reorganization
designed to improve operational efficiencies and will
provide Applicant with increased income opportuni-
ties. This proposal is de minimis and will not have a
material effect on Applicant. Although Bank has no
financial or operating history, its financial and mana-
gerial resources and future prospects are favorable.

In its evaluation of Applicant’s managerial re-
sources, the Board has considered certain violations
by Applicant of the Currency and Foreign Transac-
tions Reporting Act (‘‘CFTRA’’) and the regulations
thereunder.” The Board notes that Applicant brought
these matters to the attention of the appropriate super-
visory authorities after the violations were discovered
through its internal audit and has cooperated with law
enforcement agencies. In addition, Applicant has es-
tablished comprehensive policies and procedures to
ensure compliance with the CFTRA. Examiners of the
Office of the Comptroller of the Currency have re-
viewed the sufficiency of the compliance procedures
adopted and their efficacy in correcting the deficien-
cies. The Board also has consulted with appropriate
enforcement agencies, and has considered Applicant’s
past record of compliance with law.

Based on the foregoing and all of the facts of record,
the Board concludes that the managerial resources of
Applicant and Bank are consistent with approval.

6. The Board has previously determined that the Douglas Amend-

ment does not prohibit a bank holding company whose home state is

Texas from establishing de novo a consumer credit card bank in

Delaware. E.g., MCorp, 71 FEDERAL RESERVE BULLETIN 642 (1985).
7. 31 U.S.C. § 5311 er seq.; 31 C.F.R. § 103,
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Upon consummation of this proposal, Applicant
plans to offer Bank’s customers new products and
services not currently available to them, such as credit
card registration, credit life insurance, privileges for
preferred cardholders, and other enhancements. The
Board concludes that considerations relating to the
convenience and needs of the communities to be
served are consistent with approval.

While it has decided to approve this application, the
Board wishes to reiterate the concerns it has ex-
pressed in previous orders about the proliferation of
statutes that, like Delaware's, permit the entry of out-
of-state bank holding companies in order to shift jobs
and revenues from other states, while limiting the in-
state activities of banks owhed by out-of-state holding
companies so as to avoid competition with in-state
banking organizations. These statutes do not appear to
be based on appropriate public policy considerations
for assuring a stable and sound banking system locally
and nationwide, and the end resiilt of their adoption by
other states can only be a serious impairment of
banking standards and no net gains in jobs or revenues
because of the proliferation.

Applicant also has applied under section 4(c)(8) of
the Act to engage in the following nonbanking activi-
ties that the Board has previously approved for bank
holding companies under Regulation Y: mortgage
banking through TCMC, commercial lending through
TCCF, and providing investment and financial advice
and underwriting and dealing in government obliga-
tions and money market instruments through TCS.®
The Board has previously determined that the pro-
posed nonbanking activities are closely related and a
proper incident to banking under section 4(c)(8) in
deciding to add them to the list of activities permissible
for bank holding companies under sections
225.25(b)(1), (4), and (16) of Regulation Y. Section
4(c)(8) requires the Board to consider whether the
performance of the proposed activities by Applicant
would result in benefits to the public, such as greater
convenience, increased competition, or gains in effi-
ciency, that outweigh possible adverse effects, such as
undue concentration of resources, decreased or unfair

8. The Board previously approved the provision of investment
advisory services on & nonfee basis in a subsidiary that also under-
writes and deals in government obligations and money market instru-
ments in Manufacturers Hanover Corporation, 70 FEDERAL RESERVE
BULLETIN 661 (1984). The Board notes that to the extent TCS
underwrites and deals in and provides advice to issuers of municipal
securities, it will be subject to the rules of the Municipal Securities
Rulemaking Board, including Rule G-23 (requiring disclosure to
customers of its role as principal or advisor with respect to those
securities). In addition, Applicant has committed that the personhel
providing advice to issuers of municipal securities would be separate
from the personnel engaged in underwriting and dealing in those
securities.

competition, conflicts of interest, or unsound banking
practices.

In its analysis of the public benefits and possible
adverse effects of this proposal, the Board also has
taken into consideration the fact that Applicant’s
mortgage banking activities through TCMC involve
the use of a joint venture with NAMC, an existing
provider of mortgage banking services. Applicant
states the participation of NAMC will provide public
benefits in the form of gains in efficiency by allowing
TCMC to engage in the proposed activity with the
existing experience, operating systems, computer pro-
grams, equipment and technical expertise of NAMC.
With respect to possible adverse effects, the Board
concludes that consummation of this proposal would
not have a significant adverse effect on either existing
or potential competition in any relevant market, in
view of the numerous existing and potential competi-
tors in the market for mortgage banking services. In
addition, there is no evidence that the joint venture
would result in unfair competition, unsound banking
practices, conflicts of interest, or an undue concentra-
tion of resources.

Based on the foregoing and other facts of record, the
Board has determined that the balance of public inter-
est factors it must consider under section 4(c)(8) of the
Act is favorable.

Accordingly, the Board has determined that the
applications under sections 3 and 4 of the Act should
be, and hereby are, approved. The proposed acquisi-
tion of Bank shall not be consummated before the
thirtieth calendar following the effective date of this
Order. The proposal shall not be consummated 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
Dallas, pursuant to delegated authority. The determi-
nation as to Applicant’s nonbanking activities is sub-
ject to the conditions set forth in sections 225.4(d) and
225.23(b)(3) of Regulation Y, 12 C.F.R. 8§ 225.4(d)
and 225.23(b)(3), and the Board's authority to require
such modification or termination of the activities of a
holding company or any of its subsidiaries as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s
regulations and orders issued thereunder, or to pre-
vent evasion thereof.

By order of the Board of Governors, effective
September 3, 1986.

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

JAMES MCAFEE

[sEAL] Associate Secretary of the Board
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Concurring Statement of Governor Seger

While I fully support the Board’s approval of this case,
1 do not share the concerns expressed in the Order
over statutes, such as the Delaware law, that allow
out-of-state bank holding companies to enter another
state in order to avoid usury and other restrictions on
consumer lending rates in their home states. From a
public policy point of view, I believe those statutes are
procompetitive and allow a bank holding company to
engage in legitimate lending activity free of local
restrictions that, as the Board recently testified before
Congress, can operate to hinder the provision of credit
to consumers.

I share the Board’s concerns over state laws, such
as the so-called ‘‘South Dakota insurance loophole,”’

that aim to provide out-of-state bank holding compa-
nies a base from which to conduct otherwise imper-
missible activity but subject to the condition that the
out-of-state bank holding company may not conduct
any such activity in competition with local providers in
the base state. However, I believe statutes that allow
bank holding companies to engage in permissible cred-
it card lending anywhere in the United States free of
local usury and similar limitations are different and
represent a positive movement toward deregulation of
interest rates.

September 3, 1986

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By the Secretary of the Board

Recent applications have been approved by the Secretary of tlie Board as listed below. Copies are available upon
request to the Freedom of Information Office, Office of the Secretary, Board of Governors of the Federal Reserve

System, Washington, D.C. 20551.

Section 4

Applicant

Nonbanking Effective
activity date

Mellon Bank Corporation,

underwriting home mortgage redemption

September 4, 1986

Pittsburgh, Pennsylvania insurance
Sections 3 and 4
L Bank(s)/Nonbanking Effective
Applicant Company date

United Jersey Banks,
Princeton, New Jersey

Commercial Bancshares, Inc.,
Jersey City, New Jersey

August 29, 1986

Trico Mortgage Company, Inc.,
Woodbridge, New Jersey
N.A. Home Investors Mortgage
Corporation,
Hackensack, New Jersey
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By Federal Reserve Banks

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

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

Acme Holding Company, Inc., Bank of Mulberry, St. Louis August 29, 1986
Mulberry, Arkansas Mulberry, Arkansas

American Banks of Florida, American National Bank of Clay Atlanta September 5, 1986
Inc., County,
Jacksonville, Florida Orange Park, Florida

AmSouth Bancorporation, AmSouth Bank of Walker Atlanta September 12, 1986
Birmingham, Alabama County,

Jasper, Alabama

Antrim Financial Corporation, Antrim County State Bank, Chicago September 16, 1986
Mancelona, Michigan Mancelona, Michigan

Appalachian Financial Barbour County Bank, Richmond September 15, 1986
Corporation, Philippi, West Virginia
Philippi, West Virginia

Bancshares of Urbana, Inc., The Bank of Urbana, St. Louis August 27, 1986
Urbana, Missouri Urbana, Missouri

Banc One Corporation, The Citizens State Bank, Cleveland September 25, 1986
Columbus, Ohio Sturgis, Michigan

Banc One Corporation, First National Bank of Fenton, Cleveland September 26, 1986
Columbus, Ohio Fenton, Michigan

Bank South Corporation, The Citizens Bank of Tifton, Atlanta September 12, 1986
Atlanta, Georgia Tifton, Georgia

Bismarck Bancshares, Inc., Bismarck State Bank, Minneapolis September 12, 1986
Bismarck, North Dakota Bismarck, North Dakota

Border Bancshares, Inc., Border Trust Company, Boston September 9, 1986
Jackman, Maine Jackman, Maine

Bryn Mawr Bank Corporation, The Bryn Mawr Trust Company,  Philadelphia September 11, 1986
Bryn Mawr, Pennsylvania Bryn Mawr, Pennsylvania

Calvert Capital Corporation, Citizens Bank and Trust, Dallas September 17, 1986
Calvert, Texas Calvert, Texas

CB&T Bancshares, Inc., First Camden Bancorporation, Atlanta September 25, 1986
Columbus, Georgia St. Marys, Georgia

CCB Financial Corporation, Republic Bank & Trust Co., Richmond September 26, 1986
Durham, North Carolina Charlotte, North Carolina

Central Bancshares of the Jacksonville State Bank, Atlanta September 24, 1986
South, Inc., Jacksonville, Alabama
Birmingham, Alabama

Central Virginia Bankshares, Central Virginia Bank, Richmond August 28, 1986
Inc., Powhatan, Virginia
Powhatan, Virginia

The Chase Manhattan Continental Bancor, Inc., New York August 27, 1986

Corporation,

New York, New York
Chase Manhattan National
Holding Corporation,

Newark, Delaware

Scottsdale, Arizona



808 Federal Reserve Bulletin O November 1986

Section 3—Continued

Applicant

Bank(s)

Reserve
Bank

Effective
date

City Bankshares, Inc.,
Oklahoma City, Oklahoma
Coastal Bancorp,
Portland, Maine
Community Banks, Inc.,
Millersburg, Pennsylvania

Conrad Bancorporation,
Conrad, Iowa

Cotton Exchange Bancshares,
Inc.,
Kennett, Missouri

Crandall Bancshares, Inc.,
Crandall, Texas

East Texas National, Inc.,
Palestine, Texas

Eminence Bankshares, Inc.,
Eminence, Missouri

Fidelity Bancorp, Inc.,
Houston, Texas

First Bancshares of Durant,
Inc.,
Durant, Oklahoma

First Bank of Indiantown
Holding Co.,
Indiantown, Florida

First Jersey National
Corporation,
Jersey City, New Jersey

First Midwest Corporation of
Delaware,
Elmwood Park, Illinois

The First State Bank of
Thornton, Iowa, Employees
Stock Ownership Plan and
Trust,
Thornton, Iowa

First Sunbelt Bankshares, Inc.,
Rome, Georgia

First Suncoast Trust
Bancshares, Inc.,
Atmore, Alabama

First Union Corporation,
Charlotte, North Carolina

G S B Corporation,
George, Iowa

The Harlem Corporation,
Billings, Montana

Hebron Bancshares, Inc.,
Hebron, Illinois

]

Wilshire Bancshares, Inc.,
Oklahoma City, Oklahoma
Coastal Savings Bank,
Portland, Maine
Peoples Safe Deposit Bank, St.
Clair,
St. Clair, Pennsylvania
First State Bank,
Conrad, Iowa
Cotton Exchange Bank,
Kennett, Missouri

First State Bank of Crandall,
Crandall, Texas

East Texas Bancorporation, Inc.,
Palestine, Texas

Eminence Security Bank,
Eminence, Missouri

Northport National Bank,
Houston, Texas

The First National Bank in
Durant,
Durant, Oklahoma

First Bank of Indiantown,
Indiantown, Florida

First National Bancorp in Fort
Lee,
Fort Lee, New Jersey
Illinois State Bancorp, Inc.,
Chicago, Illinois

Thornton Bancshares, Inc.,
Thornton, Iowa

The Georgia State Bank of Rome,

Rome, Georgia
The First National Bank of
Atmore,
Atmore, Alabama
Bank of Waynesboro,
Waynesboro, Georgia
George State Bank,
George, Iowa
Stevensville Bancshares, Inc.,
Billings, Montana
Hebron State Bank,
Hebron, Illinois

Kansas City
Boston

Philadelphia

Chicago

St. Louis

Dallas
Dallas
St. Louis
Dallas

Kansas City

Atlanta

New York

Chicago

Chicago

Atlanta

Atlanta

Richmond
Chicago
Minneapolis

Chicago

September 12, 1986
September 26, 1986

August 29, 1986

August 22, 1986

September 2, 1986

September 19, 1986
September 16, 1986
September 4, 1986
September 25, 1986

September 18, 1986

September 11, 1986

September 19, 1986

August 26, 1986

September 12, 1986

September 26, 1986

September 26, 1986

September 12, 1986
September 12, 1986
September 19, 1986

September 17, 1986
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
The Hongkong and Shanghai Global Union Bank, New York September 29, 1986
Banking Corporation, New York, New York
Hong Kong
Jackson County Bankshares, Jackson County Bank, Chicago September 23, 1986

Inc.,
Black River Falls, Wisconsin
Mabrey Insurance Agency, Inc.,
Okmulgee, Oklahoma
Martha’s Vineyard Bancorp,
Inc.,
Vineyard Haven,
Massachusetts
Meridian Bancorp, Inc.,
Reading, Pennsylvania

Miami Citizens Bancorp,
Piqua, Ohio

Middletown Bancorp, Inc.,
Middletown, Illinois

Minnesota Valley Financial
Services, Inc.,
St. Paul, Minnesota

Mountaineer Bankshares of
W. Va,, Inc.,
Martinsburg, West Virginia

Moxham Bank Corporation,
Johnstown, Pennsylvania

North Arkansas Bancshares,
Inc.,
Jonesboro, Arkansas

Northland Bancshares, Inc.,
Kansas City, Missouri

Northway Bancshares, Inc.,
Richardson, Texas

Ohio Bancorp,
Youngstown, Ohio

Old National Bancorp,
Evansville, Indiana

Peoples Bank Corporation of
Indianapolis,
Indianapolis, Indiana

Pickett County Bancshares,
Inc.,
Byrdstown, Tennessee

Portland Bankshares, Inc.,
Portland, Arkansas

Black River Falls, Wisconsin

The Bank of Commerce,
Wetumka, Oklahoma

The Martha's Vineyard National
Bank,
Vineyard Haven,
Massachusetts

The First National Bank of Pike
County,
Milford, Pennsylvania

Comp One Corporation,
Piqua, Ohio

Middletown State Bank,
Middletown, Illinois

Courtland State Bank,
Courtland, Minnesota

First National Bank at Salem,
Salem, West Virginia

The First National Bank of
Garrett,
Garrett, Pennsylvania

The Bank of Rector,
Rector, Arkansas

Searcy County Bank,
Marshall, Arkansas

First National Bank of Platte
County,
Kansas City, Missouri

Great Western National Bank of
Lewisville,
Lewisville, Texas

Finance Ohio Corporation,
Martins Ferry, Ohio

Clinton State Bank,
Clinton, Indiana

Peoples Bank & Trust Company,
Indianapolis, Indiana

The Pickett County Bank And
Trust Company,
Byrdstown, Tennessee

Portland Bank,

Portland, Arkansas

Kansas City

Boston

Philadelphia

Cleveland
Chicago

Minneapolis

Richmond

Philadelphia

St. Louis

Kansas City

Datllas

Cleveland
St. Louis

Chicago

Atlanta

St. Louis

September 5, 1986

September 11, 1986

September 2, 1986

September 17, 1986
August 27, 1986

September 12, 1986

September 26, 1986

September 18, 1986

September 24, 1986

August 22, 1986

September 3, 1986

August 29, 1986
September 2, 1986

September 15, 1986

September 8, 1986

September 26, 1986
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Section 3—Continued

. Reserve Effective
Applicant Bank(s) Bank date
The Queensborough Company, Bank of Wadley, Atlanta August 29, 1986
Louisville, Georgia Wadley, Georgia
Royal Bancshares, Inc., Centre National Bank-Farmers Dallas August 25, 1986
Dallas, Texas Branch,
Farmers Branch, Texas
Second Bancorp, Inc., The Second National Bank of Cleveland September 16, 1986
Warren, Ohio Warren,
Warren, Ohio
Security Bancorp, Inc., Old Kent Bank of Almont, Chicago September 3, 1986

Southgate, Michigan
Security State Bank Employee
Stock Ownership Plan and

Trust,

Plentywood, Montana
Silex Bancshares, Inc.,

Silex, Missouri
Trustcorp, Inc.,

Toledo, Ohio

Union National Financial
Corporation,
Mount Joy, Pennsylvania

Villa Grove Bancshares, Inc.,
Villa Grove, Illinois

West Suburban Bancorp, Inc.,
Lombard, Illinois

Zions Utah Bancorporation,
Salt Lake City, Utah

Almont, Michigan
N.E. Montana Bancshares, Inc.,
Plentywood, Montana
Security State Bank,
Plentywood, Montana
Silex Banking Company,
Silex, Missouri
First Bancshares of Huntington,
Inc.,
Huntington, Indiana
The Union National Mount Joy
Bank,
Mount Joy, Pennsylvania
First Villa Grove Bancorp., Inc.,
Villa Grove, Illinois
West Suburban Bank,
Lombard, Illinois

West Suburban Bank of Downers

Grove/l.ombard,
Downers Grove, Illinois
West Suburban Bank of Darien,
Darien, Illinois
West Suburban Bank of Carol
Stream/Stratford Square,
Carol Stream, Illinois
Mesa Bank,
Mesa, Arizona

Minneapolis

St. Louis

Cleveland

Philadelphia

Chicago

Chicago

San Francisco

August 28, 1986

September 24, 1986

August 27, 1986

September 15, 1986

September 12, 1986

September 5, 1986

August 29, 1986

Section 4
Applicant Nonbanking Reserve Effective
pp Company Bank date
BankEast Corporation, Royal/Grimm & Davis, Inc., Boston September 9, 1986
Manchester, New Hampshire New York, New York
Bremer Financial Corporation, First American Bank & Trust of Minneapolis August 27, 1986

St. Paul, Minnesota
Otto Bremer Foundation,
St. Paul, Minnesota

Marshall,
Marshall, Minnesota
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Section 4~Continued

. Nonbanking Reserve Effective
Applicant Company Bank date
Den norske Creditbank, engage de novo in leasing and New York August 26, 1986
Oslo, Norway financing personal property and ‘
servicing such leases and
extensions of credit
F & M Financial Services F&M Trust Company, Inc., Chicago September 17, 1986
Corporation, Menomonee Falls, Wisconsin
Menomonee Falls, Wisconsin
MCorp, ICOMP, Inc., Dallas September 3, 1986
Dallas, Texas Rock Island, Illinois
MCorp Financial, Inc.,
Wilmington, Delaware
New Hampshire Savings Bank Security Central Mortgage Boston September 11, 1986
Corp., Corporation,
Concord, New Hampshire Bradenton, Florida
Signet Banking Corporation, Southeastern Finance Company Richmond September 3, 1986
Richmond, Virginia of Dunn, North Carolina, Inc.,
Dunn, North Carolina
Susquehanna Bancshares, Inc., DALA Company, Inc., Philadelphia September 18, 1986
Lititz, Pennsylvania Lancaster, Pennsylvania
General Funding Services
Corporation,
Huntingdon, Pennsylvania
Sections 3 and 4
Applicant Bank(s)/Nonbanking Reserve Effective
Company Bank date
North Georgia Bancshares, Inc., North Georgia Bank, Atlanta September 23, 1986
Canton, Georgia Canton, Georgia
N.G.B.S. Investments, Inc.,
Canton, Georgia
Trustcorp, Inc., Salem Bank and Trust Company, Cleveland August 29, 1986

Toledo, Ohio
Trustcorp of Indiana, Inc.,
Goshen, Indiana

Goshen, Indiana

Salem Financial Life Insurance
Company,
Goshen, Indiana

Legal Developments continued on next page.
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ORDERS APPROVED UNDER BANK MERGER ACT

By Federal Reserve Banks

Reéserve Effective
Applicant Bank(s) Bank date
Barbour County Bank, Barbour Interim Bank, Richmond September 15, 1986
* Philippi, West Virginia Philippi, West Virginia
Community Bank of Powhatan,  Central Virginia Bank, Richmond August 28, 1986

Powhatan, Virginia
Rocky Mountain State Bank,
Salt Lake City, Utah

Seashore Bank Shares, Inc.,
Seabrook, New Hampshire

Powhatan, Virginia

Rocky Mountain State Bank of
Bouritiful,
Bountiful, Utah

Seabrook Bank and Trust
Company,

San Francisco

Boston

August 29, 1986

September 26, 1986

Seabrook, New Hampshire

Beach Bank,

Seabrook, New Hampshire

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.

Jenkins v. Board of Governors, No. 86-1419 (D.C.
Cir., filed July 18, 1986).
Securities Industry Association v. Board of Gover-
nors, No. 86-1412 (D.C. Cir., filed July 14, 1986).
Adkins v. Board of Governors, No 86-3853 (4th Clr v
filed May 14, 1986).

Optical Coating Laboratory, Inc. v. United States,
No. 288-—86(_3 (U.S. Claims Ct., filed May 6, 1986).

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

Howe v. United States, et al.,
Mass., filed Dec. 6, 1985).

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

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

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

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

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

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

No. 85-4504-C (D.

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

. Alfson v. Wilkinson, et al., No. A1-85-267 (D. N D.,

filed Oct. 8, 1985).

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

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

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

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

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

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

Johnson v. Federal Reserve System, et al., No. 885-
0958(R) and S85-1269(N) (S.D. Miss., filed July 16,
1985).

Wight, et al. v. Internal Revenue Service, et al., No.
CIV S-85-0012 MLS (E.D. Cal., filed July 12, 1985),
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Cook v. Spillman, et al., No. CIV $-85-0953 EIG
(E.D. Cal,, filed July 10, 1985).

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

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

Lewis v. Volcker, et al., No. C-1-85-0099 (8.D. Ohio,
filed Jan. 14, 1985).

Brown v. United States Congress, et al., No. 84-2887-
6(IG) (8.D. Cal., filed Dec. 7, 1984).

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

Securities Industry Association v. Board of Gover-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24, 1980),
and No. 80-2730 (D.C. Cir., filed Oct. 24, 1980).



Al

Financial and Business Statistics

CONTENTS
Domestic Financial Statistics

MONEY STOCK AND BANK CREDIT

A3 Reserves, money stock, liquid assets, and debt
measures

A4 Reserves of depository institutions, Reserve
Bank credit

AS Reserves and borrowings—Depository
institutions

AS Federal funds and repurchase agreements—
Large member banks

PoLICY INSTRUMENTS

A6 Federal Reserve Bank interest rates

A7 Reserve requirements of depository institutions

A8 Maximum interest rates payable on time and
savings deposits at federally insured institutions

A9 Federal Reserve open market transactions

FEDERAL RESERVE BANKS

A10 Condition and Federal Reserve note statements
A1l Maturity distribution of loan and security
holdings

MONETARY AND CREDIT AGGREGATES

A12 Apggregate reserves of depository institutions
and monetary base

A13 Money stock, liquid assets, and debt measures

A15 Bank debits and deposit turnover

Al6 Loans and securities—All commercial banks

COMMERCIAL BANKING INSTITUTIONS
Al7 Major nondeposit funds

A18 Assets and liabilities, last-Wednesday-of-month
series

WEEKLY REPORTING COMMERCIAL BANKS

Assets and liabilities
A19 All reporting banks
A20 Banks in New York City
A21 Branches and agencies of foreign banks
A22 Gross demand deposits—individuals,
partnerships, and corporations

FINANCIAL MARKETS

A23 Commercial paper and bankers dollar
acceptances outstanding

A23 Prime rate charged by banks on short-term
business loans

A24 Interest rates—money and capital markets

A25 Stock market—Selected statistics

A26 Selected financial institutions—Selected assets
and liabilities

FEDERAL FINANCE

A28 Federal fiscal and financing operations

A29 U.S. budget receipts and outlays

A30 Federal debt subject to statutory limitation

A30 Gross public debt of U.S. Treasury—Types and
ownership

A31 U.S. government securities dealers—
Transactions

A32 U.S. government securities dealers—Positions
and financing

A33 Federal and federally sponsored credit
agencies—Debt outstanding

SECURITIES MARKETS AND
CORPORATE FINANCE

A34 New security issues—State and local
governments and corporations

A35 Open-end investment companies—Net sales and
asset position

A35 Corporate profits and their distribution



A2 Federal Reserve Bulletin CJ November 1986

A36 Nonfinancial corporations—Assets and
liabilities

A36 Total nonfarm business expenditures on new
plant and equipment

A37 Domestic finance companies—Assets and
liabilities and business credit

REAL ESTATE

A38 Mortgage markets

A39 Mortgage debt outstanding
CONSUMER INSTALLMENT CREDIT
A40 Total outstanding and net change
A41 Terms

FLow OF FUNDS

A42 Funds raised in U.S. credit markets

A43 Direct and indirect sources of funds to credit
markets

Domestic Nonfinancial Statistics

SELECTED MEASURES

A44 Nonfinancial business activity—Selected
measures

A45 Labor force, employment, and unemployment

Ad46 Output, capacity, and capacity utilization

A47 Industrial production—Indexes and gross value

A49 Housing and construction

AS50 Consumer and producer prices
AS1 Gross national product and income
A52 Personal income and saving

International Statistics

SUMMARY STATISTICS

AS53 U.S. international transactions—Summary
AS4 U.S. foreign trade
AS54 U.S. reserve assets

AS54 Foreign official assets held at Federal Reserve
Banks

ASS Foreign branches of U.S. banks—Balance sheet
data

AS7 Selected U.S. liabilities to foreign official
institutions

REPORTED BY BANKS IN THE UNITED STATES

AS7 Liabilities to and claims on foreigners

AS8 Liabilities to foreigners

A60 Banks’ own claims on foreigners

A61 Banks’ own and domestic customers’ claims on
foreigners

A61 Banks’ own claims on unaffiliated foreigners

A62 Claims on foreign countries—Combined
domestic offices and foreign branches

REPORTED BY NONBANKING BUSINESS

ENTERPRISES IN THE UNITED STATES

A63 Liabilities to unaffiliated foreigners

A64 Claims on unaffiliated foreigners

SECURITIES HOLDINGS AND TRANSACTIONS

A6S Foreign transactions in securities

A66 Marketable U.S. Treasury bonds and notes—
Foreign transactions

INTEREST AND EXCHANGE RATES

A67 Discount rates of foreign central banks

A67 Foreign short-term interest rates
A68 Foreign exchange rates

A69 Guide to Tabular Presentation,
Statistical Releases, and Special
Tables

SPECIAL TABLE

A70 Assets and liabilities of foreign banks,
March 31, 1986



Money Stock and Bank Credit A3

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

Monetary and credlt auregates
(annual rates of chang in percent)!
ltem 1985 1986 1986
Q3 Q4 Q! QY Apr. May June’ July” Aug.
R depository institutions?
1 Tf)::ln.,e.s. ofepo:l orymsz ................................ 15.7 12.5 13.1 17.8 10.5 33.0 214 25.3 19.6
2 Required................... 16.4 1.5 12.3 19.8 13.2 2.7 19.5 26.3 24.2
3 Nonborrowed. .................... 17.5 10.4 19.1 17.6 73 34.1 23.7 27.3 16.8
4 Monetary base? 9.6 8.2 8.6 88 59 13.7 9.2 8.8 12.0
C . , liquid ts, and debrt
5 ycepts of money. liquid assets, and de 14.5 10.7 7.7 15.8 14.5 2.4 14.8 16.7 20.8
9.6 6.1 4.3 10.5 13.97 12.5" 9.4 12.9 10.9
16 6.6" 7.67 9.0 11.8 7.9 8.6 13.0 8.7
7.8 9.57 8.2 7.2 1.4 10.27 7.5 11.1 n.a.
12.9 14.6 16.1 9.8 10.0 10.8" 10.6 it.0 n.a.
Nontransaction components
10 I M. 8.0 4.6 3.3 8.7 13.67 .17 7.6 11.6 7.7
MInMIonlyS ... e -3 8.5 20.7 34 2.5 -10.5 5.2 138 -4
Time and savings deposits
Commercial banks
120 8avings? ... e 7.6 3.2 1.9 1.8 9.6 2.7 17.7 229 30.6
13 Small-denomination time® ...... . -33 -1.6 53 =31 -3.1 -9.6 -9.7 ~5.7 -12.6
14 Large-denomination time.10 -3.6 14.1 18.5 -8.8 -4 -23.0 -4.3 -34 6.0
Thrift institutions
15 aVINgST .ot i e e 12.9 1.5 31 20.9 23.8 30.5 29.1 23 17.6
16  Smali-denomination time. .. -28 -29 6.6 2.6 5.7 -3.¥ -5.7 -5 -6.2
17 Large-denomination time® -1.0 5.2 10.0 1.0 1.7 -7 -2.2 8.0 2.2
Debt components?
I8 Federal .....coovivniii i ciiiian 14.6 15.2 1.5 9.5 7.8 12.87 15.5 13.9 n.a.
19 Nonfederal.............ccovviiiniiinnnnn, 12.4 14.4 15.6 9.9 10.7 10.2r 9.2 10.1 n.a.
20 Total loans and securities at commercial banks!l............. 9.6 9.4 12.7 4.1 20 59 38 13.0 13.7

1. Unless otherwise noted, rates of change are calculated from average
amounts outstanding in precedmg month or mer.

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 adj that of
its and vault cash held by thrift institutions to service their time and

Flgures incol rate adj for d with the
of the y Control Act nnd other latory changes to
reserve requirements. To adjust for d ies due to changes in reserve

requirements on reservable nondeposit liabilitics, the sum of such required
reserves is subtracted from the actual series. Sxmﬂ?)r‘ld/ in adjusting for discontin-
uities in the mone! , required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

The monetary base not adwsted for discontinuities consists of total
reserves plus required clearing b to comp for float
at Federal Reserve Banks plus the currencg component of the money stock less
the amount of vault cash holdings of thri msututlons that is included in the
currency component of the money stock plus, for institutions not having required
reserve balances, the excess of current vault cash over the amount apphed to
satisfy current reserve r After the i
reserve requirements (CRR), currency and vault cash figures are measured over
the weekly computation period ending Monday

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

d series of Hly adjusted total reserves, whnch mclude

savmgs deposits.

M3: M2 glus large-d its and term RP liabilities (in
amounts of $100,000 or more) issued b commerclal banks and thrift institutions,
term Eurodollars held by U.S. residents at fore eégn branches of U.S. banks
worldw:de and at all bnnkms oﬁices in the United Kingdom and Canada, and

n both institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds and forelgn banks and official i mstltuuons Also subtracted is

the of overnight RPs
and Eurodollars held bzal:suluuon-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 se 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, morigages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic

ial debt is the Federa! Reserve Board's flow of funds accounts. Debt

excess reserves on a not seasonally adjusted basis, plus the
curre:ﬁ' 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 Bnnks. and the vaults

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

Sum of ove t RPs Eu ars, money market fund balances
(}eneral brokerldealer), MMDAs, and savings and small time
less the its and vault cash held by

of commercial banks; (2) travelers checks of k issuers; (3) d
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) _BCcounts at depc»snorgt institutions, credit union share draft
its at thrift institutions. The currency and demand
deposit componems exclude the estimated amount of vault cash and demand
dem)zms respectively held by thrift institutions to service their OCD liabilities.
r::ovemlght (and continuing contract) repurchase agreements (RPs)
issued by commercial banks and overnight Eurodollars issued to U.S, residents
by foreign branches of U.S. banks worldwide, Money Market Deposn Acoounts
(MMDAs), savings and small-denomination time d (time d nclud-
ing retail RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exemp neral purpose and brokerldealer money market mutual funds.
mﬂe RA) and Keogh balances at de osntorsy
institutions and money market funds. Also excludes all balances held

thrift institutions to service their nme and BIV‘I':E! deposit liabilities.
6. Sum of Iarge tuue depoms term RPs, Eurodollnrs of U.S. Semdems.

money market fund (inst nly). less a
that r s the of overnight RPs and Eumdollars held by
institution-only mone markel mutual funds.

7. Excludes MM

4 : Py

. Small timg retail RPs—are those issued
in amounts of less than SIOO 000 "All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits.

9. Large-denomlmuon txme depoms are lbose issued in amounts of $100,000
or more, those b i banking facilities.

10. La.rge-denonunauon ume depoms al commercial banks less those held by
money market mutual fu p banks and
official institutions.

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

Millions of dollars

Mon&l;g{yaﬁ/:‘:?eg: s of Weekly averages of daily figures for week ending
Factors 1986 1986
June July August July 16 July 23 July 30 { August 6 |August 13 |August 20 | August 27
SuPPLYING RESERVE FUNDS
| Reserve Bank credit ..................... 207,619 | 210,913 | 210,945 | 213,490 | 209,274 | 209,773 | 211,360 | 211,399 | 209,941 210,690
2 U.S. government securities!. 182,611 185,112 185,339 | 187,032 184,790 | 184,256 184,720 185,309 185,038 185,595
3 Bought outright................ 182,086 183,550 185,339 | 183,845 184,790 | 184,256 184,720 185,309 185,038 185,595
4 Held under repurchase agreement 525 1,562 0 3,187 0 0 0 0 0 0
5 Federal agency obligations . . 8,309 8,581 8,076 9,258 8,137 8,137 8,137 8,098 8,047 8,047
6 Bo ght outright................ . 8,137 8,137 8,076 8,137 8,137 8,137 8,137 8,098 8,047 8,047
7 Held under repurchase agreements. ... 172 444 0 1,121 0 0 0 0 0 0
8 Acccptances .......................... 0 0 0 0 0 0 0 0 0 0
9 Loans 780 762 847 824 658 746 705 812 933 887
10 586 438 610 296 354 576 1,340 434 430 733
11 e 15,334 16,020 16,073 16,081 15,334 16,058 16,459 16,746 15,494 15,429
12 Gold StOCK « ..o vveventiveiin s 11,085 11,084 084 11,084 11,084 11,084 11,084 11,084 11,084 11,084
13 Special drawing rights certificate account . ... 4,818 4,818 4,844 4,818 4,818 4,818 4,818 4,818 4,818 4,818
14 Treasury currency outstanding ........... 17,314 17,342 17,374 17,341 17,345 17,350 17,355 17,365 17,375 17,385
ABSORBING RESERVE FUNDS
15 Currency in circulation 198,625 200,878 | 201,116 | 201,567 | 200,521 199,731 1 200,689 | 201,473 | 201,276 | 200,600
16 Treasury cash holdings 615 564 516 570 559 541 529 519 518 512
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury 2,824 3,638 3,210 3,992 3,633 3,862 3,524 3,695 3,454 3,284
18 Foreign. 229 256 208 204 210 255 198 204 198 224
19 Service-rel 1,837
adjustments 1,882 1,824 1,901 1,710 1,908 1,811 1,816 1,995 1,963
20 Other..... 477 471 508 472 405 406 623 412 566 453
2t Other Federal
capital ... 6,289 6,383 6,479 6,394 6,308 6,258 6,674 6,686 6,311 6,267
22 Reserve balances with Federal
Reserve Banks?..............oo0ue. 29,895 30,143 30,308 31,825 28,978 30,161 30,565 29,838 28,899 30,675
End-of-month figures Wednesday figures
1986 1986
June July August July 16 July 23 July 30 | August 6 |August 13 |August 20 | August 27
SuppPLYING RESERVE FUNDS
23 Reserve Bank credit ..................... 209,021 | 209,666 | 211,705 | 217,128 | 208,831 | 210,292 | 210,328 | 210,719 | 209,624 | 211,131
2% U S government securities! . 183,849 183,446 185,937 188,513 183,742 | 184,104 | 183,930 184,482 184,199 185,575
25 dght outright................ 183,849 183,446 185,937 183,050 183,742 184,104 183,930 184,482 184,199 185,575
26 Hel under repurchase agreement 0 0 0 X 0 0 0 1} 0 ]
27 cheral agency obligations 8,137 8,137 8,047 9, 8,137 8,137 8,137 8,047 8,047 8,047
28 ght outright........ 8,137 8,137 8,047 8,137 8,137 8,137 8,137 8,047 8,047 8,047
29 Held under repurchase agreement 0 0 0 1,671 0 0 0 0 [ 0
30 Acceptances..................... 0 0 0 ] 0 0 ] 0 0 0
31 952 737 913 1,911 689 909 716 881 817 944
32 283 831 261 269 194 913 790 408 708 2,117
kx] 15,800 16,515 16,547 16,627 16,069 16,229 16,755 16,901 15,853 14,448
34 Gold stock . . e 11,084 11,084 11,084 11,084 11,084 11,084 11,084 11,084 11,084 11,084
35 Special drawing rights certificate account 4,818 4,818 5,018 4,818 4,818 4,818 4,818 4,818 4,818 4,818
reasury currency outstanding ........ 17,3300 17,353 17,394 17,344 17,349 17,353 17,364 17,374 17,384 17,394
ABSORBING RESERVE FUNDS
37 Currency in circulation . . 199,281 200,552 201,778 201,183 200,152 200,034 201,232 201,548 200,985 200,976
38 Treasury cash holdings 601" 532 497 562 542 532 519 519 512 51
Deposits, other than reserve balances with
Federal Reserve Banks
39  Treasury 3,143 3,983 1,106 5,238 3,330 3,286 4,349 3,169 3,542 3,890
40  Foreign . 354 233 227 229 218 204 217 199 270 228
41  Service-rel
adjustments . 1,593 1,631 1,669 1,604 1,614 1,614 1,631 1,631 1,671 1,670
450 688 461 489 369 415 436 410 449 497
6,484 6,658 6,562 6,242 6,200 6,088 6,497 6,171 6,122 6,113
30,347 28,644 32,901 34,827 29,657 31,374 28,712 30,347 29,359 30,542

1. Includes securities loaned—fully guaranteed by U.S government securities
pledged with Federal Reserve Banks—and excludes 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

Note. For amounts of currency and coin held as reserves, see table 1.12.
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1.12 RESERVES AND BORROWINGS Depository Institutions

Millions of dollars

Monthly averages?

Reserve classification 1983 1984

Dec. Jan. Feb. Mar. Apr. May June July

1 Reserve balances with Reserve Banks! .
2 Total vaultcash? . .................... 20,755 22,316
3 Vault cash used to
4 Surplus vault cash?®
5 Total reserves®. ,.... .. 38,894 40,696
6 Required reserves -

7 Excess reserve balances at Reserve Banks!

8 Total borrowings at Reserve Banks. ........ o 774 | 3,186
9  Seasonal borrowings at Reserve Banks . Lo 96 113
10 Extended credit at Reserve Banks?............. 2 2,604

27,620 24,373 24,700 27,114 28,892 28,279 29,499 30,313
22,956 24,245 24,962 22,688 22,231 22,474 22,805 23,098
20,522 21,687 21,952 20,160 19,990 20,140 20,439 20,716

2,528 2,366
48,142 48,060 46,652 47,274 48,882 48,419 49,938 51,029
47,085 46,949 45,555 46,378 48,081 47,581 49,007 50,118

1,058 1,111 1,097 896 801 838 931 910
1,318 770 884 761 893 876 803 741
56 36 56 68 73 94 108 116
499 497 492 518 634 584 531 378

Biweekly averages of daily figures for weeks ending

1986

June 18 | July 2 July 16 | July 30 | Aug. 13 | Aug. 27 | Sept. 10 | Sept. 24

11 Reserve balances with Reserve Banks! ...
12 Total vault cash?.....................
13 Vault cash used to satisfy reserve requi ement
14 Surplus vault cash‘
15 Total reserves®. .

16 Required PESETVES . ovs i 47,554 47,

17 Excess reserve balances at Reserve BanksS ....... 6388 1,014
18 Total borrowings at Reserve Banks......... .. 827 871
19  Seasonal borrowings at Reserve Banks . N 92 101
20  Extended credit at Reserve Banks’............. 571 566

30,156 29,044 31,267 29,547 30,185 29,792 22,671 23,623
22,250 23,580 22,466 23,644 23,323 23,792 22,671 23,623
20,106 20,958 20,283 21,094 20,992 21,388 20,528 21,540
2,144 2,622 2,183 2,550 2,331 2,404 2,143 2,083
50,262 50,002 51,550 50,641 51,177 51,146 52,043 53,650
49,627 48,755 50,871 49,545 50,592 50,279 51,281 53,001
1,096 585 86 762 649

636 1,247 679 K 7

719 879 758 702 759 910 L111 981
102 119 104 127 134 152 149 135
526 525 442 294 373 515 592 569

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

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

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

4. Total vault cash at institutions having no required reserve balances less the
amouén of vault cash equal to their required reserves during the maintenance
perio

S. Total reserves not adjusted for di ities consist of reserve balances
wlth cheral Reserve Banks, which exclude required clearing balances and
for float, plus vault cash used to satisfy reserve
requlrements Such vault cash consists of all vault cash heid during the lagged

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

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

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

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

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

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1986 week ending Monday

By maturity and source

July 21 July 28 Aug. 4 Aug. 11 | Aug. 18 | Aug. 25 Sept. 1 Sept. 8 | Sept. 1S

One day and continuing contract

I Commercial banks in United States .................. 72,686 70,154 73,643 75,018 73,971 72,709 71,747 79,935 76,260
2 Other depository institutions, foreign banks and foreign

official institutions, and U.S. government agencies . 38,616 39,108 38,880 40,815 39,130 39,548 41,393 43,667 41,138
3 Nonbank securities dealers............ P 11,965 10,377 10,575 11,841 12,170 12,202 11,250 11,639 11,318
4 Allother. ... it i e e e 27,898 30,353 29,584 29,358 29,3397 29,053 29,476 27,418 27,380

All other maturities,

5 Commercial banks in United States .................. 9,065 9,111 9,199 9,763 9,435 9,148 9,810 8,953 9,450

6 Other depository institutions, foreign banks and foreign

official institutions, and U.S. government agencles . 6,950 6,006 6,390 6,436 6,131 53712 5,123 5,670 6,683

7 Nonbank securities dealers
8 Allother...............

Memo: Federal funds and resale agreement loans in
maturities of one day or continuing contract

8,236 8,782 9,373 9,616 9,282 9,472 9,985 9,133 9,818
9,008 9,768 9,361 9,396 9,616 9,316 10,200 11,031 11,599

9 Commercial banks in United States .................. 28,173 26,579 30,625 29,573 29,6127 27,489 27,837 30,746 28,135
10 Nonbank securities dealers.......................... 10,223 10,769 10,933 10,437 9,998 9,270 9,368 11,149 12,149

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-term adjustment credit
Federal Reserve and seasonal credit! First 60 days Next 90 days
Bank of borrowing of borrowing After 150 days Effective date
for current rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
9/26/86 date rate 9/26/86 rate 9/26/86 rate 9/26/86 rate
Boston ......... 5% 8/21/86 6 5% 6 Y3 7 % 8 8/21/86
New York ... 8/21/86 8/21/86
Philadelphia. . ... 8/22/86 8/22/86
Cleveland. .. .... 8/21/86 8/21/86
Richmond ...... 8/21/86 8/21/86
Atlanta......... 8/21/86 8/21/86
Chicago ........ 8/21/86 8/21/86
St, Louis ....... 8/22/86 8/22/86
Minneapolis. .. .. 8/21/86 8/21/86
Kansas City .... 8/21/86 1 8/21/86
Dallas.......... 8/21/86 8/21/86
San Francisco. .. b17] 8/21/86 6 L17] 6 6% 7 kA7) 8 8/21/86
Range of rates in recent years?
R]angf (or F.Rl.( Range (or F.R. Range (or F.R.
Effective date :ﬁ";:);{ B g? Effective date .EI‘II%)E B:?k Effective date kﬁ’e}!‘); B :?k
Banks N.Y, Banks N.Y. Banks N.Y.
In effect Dec. 31,1973 ....... T 7% 1978— Aug. 21 ........... TV s 1982— July 20 11%-12 11
1974— Apr. 25 ............. 7%-8 8 Sept. 22 .....iuue 8 23 . 114 1"k
30 ... 8 8 Oct. 16........... 8-8l4 8l Aug. 2. 11-11% 1
Dec. 9..vvvvinnnnns T¥4~8 T 20 .. 8 8l 3, i 11
| (P Vs 4 Nov. 1........... 814-9%4 9% 16 . 2] 10%
K N 94 9% 27 . 10-10%2 10
1975—Jan. 6............. TVa-1% 7% 30 . 10
10 TVa-T% V4 1979— July 10 10 Oct. 2. 9%-10 9lh
TVa Va Aug. 10-10% 10%4 13 . 9lh 9l
6Ye-TVa 6% 10%4 10l Nov. 22 9-9% 9
6% 6%4 Sept. 10%2-11 26 9 9
6Y4—6Y4 6Va 11 i1 Dec. 14 8129 9
6Y4 6V Oct. 11-12 12 15 8»-9 8lh
6;6% g 2 12 17 1% 17
1980— Feb. 12-13 13 1984— Apr. 814-9 9
1976— Jan. 514-6 5k 13 13 9
5k shh May 12-13 13 Nov. 8%-9 8l
Nov. 5Va-Sls SVs 12 12 8% 8%
SVa 5Va June l]]—‘IZ “ Dec. 8
1977— Aug. SVe-5% 5va July 10-11 10 1985— May 7%-8 T
SYe=5%a SV 10 10 K] 7%
Sept. 2 5% 5% Sept. 11 11
Oct. 6 6 Nov. 12 12 1986— Mar. 7........... 7-1A 7
Dec. 12-13 13 7 7
1978—Jan. 9............. 66l 17 3 13 Apr. 6%4-7 6l
20 ...l (171 ] 6lk 6%
May 1l ............. 6%4-7 7 1981— May 13-14 14 July 6 6
12,0000, 7 7 14 14 Aug. 5a-6 5
July 3., -7 Ve Nov. 13-14 13 sla 5k
July 10,0l V4 Va 13 13
Dec 12 12 fn effect Sept. 26, 1986 54 5%

rate under this structure is applied may be shortened. See section 201.3(b)(2) of

1. After May 19, 1986, the highest rate within the structure of discount rates
may be charged on adjystment credit loans of unusual size that result from a major
operating problem at the borrower's facility.

A temporary simplified seasonal program was established on Mar. 8, 1985, and
the interest rate was a fixed rate 12 percent above the rate on adjustment credit.
The program was re-established on Feb. 18, 1986; the rate may be either the same
as that for adjustment credit or a fixed rate ¥ peréent higher.

2. Applicable to advances when exceptional circumstances or practices involve
only a particular depasitory institution angd to advances when an institution is
under ined liquidity pressures. As an alternative, for loans outstanding for
more than 150 days, a Fed}éra.l Reserve Bank may charge g 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 ope percentage point. Where credit provided to a
particular depository institution is pated to be outstanding for an ur \])
prolonged period and in relatively large amoupts, the time period in which eac(x

Regulation A.

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

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowings by institutions witﬁ deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980, through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
gd(;pted; the surcharge was subsequently rajsed to 3 percent on Dec. 5, 1980, and
to 4 percent on May 5, 1981. The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent effective Oct. 12. As of Oct. 1, the formula for
apglylngl_t’:)e surcharge was changed from a calendar quarter to a moving 13-week
period. The surcharge was eliminated on Nov. 17, 1981.
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1.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Member bank requirements Depository institution requirements
Type of deposit, and before implementation of the Type of deposit, and after implementation of %hc
Reposit mterval Monetary Control Act ‘reposit P rvalt Monetary Control Act
Percent Effective date Percent Effective date
Net demand? Net transaction accounts’ s
$0 million-$2 million e 7 12/30/76 $0-$31.7 million. . 3 12/31/85
$2 million-$10 million............ .. 9l 12/30/76 Over $31.7 million. . .. 12 12/31/85
$10 million-$100 million. ... . 11% 12/30/76
$100 million-$400 million.. . . . 12% 12/30/76 Nonpersonal time deposits®
Over $400 million ................covnun 16Y4 12/30/76 By original maturity
Less than 114 years. . 3 10/6/83
Time and savings3 ihyearsormore ................... 0 10/6/83
SaVEINBS ..o 3 3/16/67
Eurocurrency liabilities
Time* . AlLtypes.....coviiiiiinii 3 11/13/80
$0 million-$$ million, by maturity

30-179days ..............ns 3/16/67

180 days to 4 years .. .. 2% 1/8/76

4YearsOrmore ... ...oiviniiien. s 1 10/30/75

Over $5 million, by maturity

30-179days ........iiiiiii 6 12/12/74

180 days to 4 years . 24 1/8/76

4YCArSOT MO ... ....ovvvrneronnins ! 1030775

1. For changes in reserve requirements beginning 1963, see Board's Annual
Statistical Digest, 1971-1975, and for prior changes, see Board's Annual Report
for 1976, table 13. Under provisions of the Monetary Control Act, depository
instituti includ cial banks, mutual savings banks, savings and loan
associations, credit unions, agencies and branches of foreign banks, and Edge Act

corporations.

. Requi are graduated, and each deposit interval applies to
that part of the deposits of each bank. Demand deposits subject to reserve
reg‘uiremems were gross demand deposits minus cash items in process of

ion and d d bal due from d ic banks.

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

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

hadl

Effective with the reserve comput period beginning Nov. 16, 1978,
domestic deposits of Edge corporations were subject to the same reserve
requirements as deposits of member banks.

3. Negotiable order of withdrawal (NOW) and time dep such as
Christmas and vacation club accounts 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 least 3 percent, the

minimum specified by law.
4. Effective Nov. 2, 1978, a supplementary reserve requirement of 2 percent
was .imgoged on large time deposits of $100,000 or more, obligations of affili efﬁ
igibl P i | y requi was eliminated wif
the mai period b July 24, 1980.
Effective with the reserve mai riod t Oct, 25, 1979, a

pe
marginal reserve requirement of 8 percent was added to mauaged liabilities in
excess of a base amount. This marginal requirement was increased to 10 percent
beginning Apr. 3, 1980, was d dtoSp beginning June 12, 1980, and
was eliminated beginning July 24, 1980. Managed liabilities are defined as lax\ge
time deposits, Eurodollar borrowings, repurchase agreements against U.S.
government and federal agency securities, federal funds borrowings from non-
member institutions, and certain other obligations. In general, the base for the
marginal reserve requirement was on;lpal}ﬁ the greater of (a) $100 million or (b)
the average amount of the managed liabilities held by a member bank, Edge
corporation, or family of U.S. branches and agencies of a foreign bank for the two
reserve computation periods ending Sept. 26, 1979. For the computation period
beginning Mar. 20, 1930, the base was lowered by (a) 7 percent or 87) the decrease
in an institution’s U.S. office gross loans to foreigners and gross balances due
from foreign offices of other institutions between the base period (Sept. 13-26,
1979) and the week ending Mar. 12, 1980, whichever was greater. For the
putation period beginning M:{ 29, 1980, the base was increased by 7
percent above the base used to calculate the marginal reserve in the statement
week of May 14-21, 1980. In addition, beginning Mar. 19, 1980, the base was
reduced to the extent that foreign loans and balances declined.

S. The Garn-St Germain Depository Institutions Act of 1982 (Public Law 97-
320} provides that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zero percent reserve requirement. The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment each year for the next succeeding calendar year by 80 percent of the
percentage increase in the total reservable liabilities of all depository institutions,
measured on an annual basis as of June 30. No corresponding adjustment is to be
made in the event of a decrease. Effective Dec. 9, 1982, the amount of the
exemption was established at $2.1 million. Effective with the reserve maintenance
Eenoq begir_lmntgh Jan. 1, 1985, the amount of the exemption is $2.4 million.

ffective with the reserve computation period beginning Dec. 31, 1985, the
amount of the exemption is $2.6 million. In determining the reserve requirements
of a dep y the ption shall gf%m the following order: (1)
nonpersonal money market deposit accounts ( As) described in 12 CFR
section 204.2 (dX2); (2) net NOW accounts (NOW accounts less allowable
deductions); (3) net other transaction accounts; and (4) nonpersonal time deposits
or Eurocurrenw linbilities starting with those with the highest reserve ratio. With
respect to NOW accounts and other tr i the ption appli
only to such accounts that would be subject to a 3 percent reserve requirement.

6. For nonmember banks and thrift institutions that were not members of the
Federal Reserve System on or after July i, 1979, & phase-in period ends Sept. 3,
1987. For banks that were members on or after July 1, 1979, but withdrew on or
before Mar. 31, 1980, the phase-in period established by Public Law 97-320 ends
on Oct. 24, 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

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

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

8. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applies be modified

lly by 80 percent of the p tage i in transaction accounts held by

all depository institutions determined as of June 30 each year. Effective Dec. 31,

1981, the was d dingly from $25 million to $26 million;

effective Dec. 30, 1982, to0 $26.3 million; effective Dec. 29, 1983, to $28.9 million;

;efijel?“ve Jan. 1, 1985, to $29.8 million; and effective Dec. 31, 1985, to $31.7
on,

9. In general, nonpersonal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest is
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons, and certain obligations issued
to deposi 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, N bers may maintain reserve b witha
Federal Reserve Bank indirectly on a pass-through basis with certain approved
institutions.
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1.16 MAXIMUM INTEREST RATES PAYABLE on Time and Savings Deposits at Federally Insured Institutions!

Percent per annum

Savings and loan associations and

Commercial banks mutual savings banks (thrift institutions)!

In effect Sept. 30, 1986 In effect Sept. 30, 1986

Type of deposit
Percent Effective date Percent Effective date
1 SaVIngS . ot ?) 4/1/86 @ 4/1/86
2 Negotiable order of withdrawal accounts e @) 1/1/86 [6)] 1/1/86
3 Money market deposit CCOUNL . ... .. vvvrvniuin e iiiiirnerirsrernesinn. *) 12/14/82 ) 12/14/82
Time accounts
4 7-31daYS ..o s ()] 1/1/86 ¢) 9/1/86
SMore than 31 days .......ooveviiiiiiiienieiraneiierniirieiiinenees | srrnienienes 10/183 | ..ol 10/1/83

1. Effective Oct. 1, 1983, restrictions on the maximum rates of interest payable
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, tghe
Federal Home Loan Bank Board Journal, and the Annual Report of the Federal
De{wsit Insurance Corporation. . i

. Effective Apr. 1, 1986, the interest rate ceiling on savings deposits was
removed, Before Apr. 1, 1986, savings deposits were subject to an interest rate
oeiling of 5% percent. X L

3. Before Jan. 1, 1986, NOW accounts with minimum denomination require-

ments of less than $1,000 were subject to an interest rate ceiling of S¥ percent,
W accounts with minimum required denominations of $1,000 or more and

lRNKw\}gh (HR10) Plan acce were not subject to interest ratg cejlings.

Effective Jan. 1, 1986, the minimum denomination requirement was removed.

4. Effective Dec. 14, 1982, depasitory institutions are authorized to offer a new

¢ with a required initial bal of §2,500 and an average maintenance
balance of $2,50) not subjéct 6 interest rate restrictions. Effective Jan. 1, 1985,
the minimum denomination and average bal i requir: s was
lowered to $1,000. Effective Jan. 1, 1986, the minimum denomination and average
b maint; req § Were ren d. No minimum maturity period
is required for this account, but depository institutions must reserve the nght to
reguirc sevén days, notice before withdrawals. .

. Before Jan, 1, 1986, deposits of less than $1,000 were subject to an interest
rate ceiling of 5% percent. Deposits of less than $1,000 issued to governmental
units were sulﬂ'ect to an interest rate ceiling of 8 percent. Effective Jan. 1, 1986,
the minimum denomination requirement was removed.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS
Millions of dollars

1986
Type of transaction 1983 1984 1985
Jan. Feb. Mar. Apr. May June July
U.S. GOVERNMENT SECURITIES
Outright transactions (excluding matched
transactions)
Treasury bills
1 Gross purchases 18,888 20,036 22,214 286 Y 396 2,988 3,196 1,402 867
2 Gross sales... 3,420 8,557 4,118 225 .2m 0 0 0 [ 0
3 Exchange ..................... 0 0 0 0 (1] 0 0 0 0 0
4 Redemplions .............eeviniiinennnies 2,400 7,700 3,500 0 1,000 0 0 [} [} ]
Others within 1 year
5  Gross purchases 484 1,126 1,349 ¢ 0 [ 0 (1] 0 0
6 Grosssales..... e 0 0 0 ] 0 0 0 0 0 0
7 Maturity shift. .. 18,887 16,354 19,763 725 4,776 1,152 447 1,847 1,152 579
8 Exchange ...... | —16,553 | —20,840 -17,717 -596 | —2,148 | —1,458 ~-1L,129 | -1,819 | —-1,957 | -1,253
9 Redemptions ................ccciiviiinians 87 0 0 [ 0 0 0 0 0 0
1to5 years
10 Gross purchases 1,896 1,638 2,185 0 0 [ 0 0 0 0
11 Gross sales..... 0 0 0 0 0 0 [ 0 0 0
12 Maturity shift... Lo —15,533 | —13,709 -17,459 =703 | -4776 [ -1,152 —447 | -1,532 ] -1,152 -386
13 Exchange ..............ciciiiiiiiiiiiaine 11,641 16,039 13,853 596 1,548 1,458 1,134 1,019 1,957 1,253
5 to 10 years
14 Grosspurchases ................... .. 890 536 458 0 0 Y 0 0 0 0
15 Gross sales..... . 0 300 100 0 0 0 (1] 0 0 0
16 Maturity shi 4 2,450 | 2,371 —1,857 -2 (] [ -5 -315 0 -193
17 Exchange ......................... - 2,950 2,750 2,184 [ 350 0 0 500 0 0
Over 10 years
18 Grosspurchases .................ooeiiennnn 383 441 293 0 1} 0 0 0 [ 0
19 Grosssales....... e 0 0 0 0 0 0 0 0 [} 0
20 Maturity shift e ~904 ~275 ~447 0 0 0 0 0 (1] 0
21 Exchange ...l 1,962 2,052 1,679 0 250 0 0 300 0 0
All maturities
22 Grosspurchases .............cceieiiiiian.n 22,540 23,776 26,499 286 0 39 2,988 3,196 1,402 867
23 Grosssales....... .. 3,420 8,857 4,218 225 2,277 [ 0 0 0 (1]
24  Redemptions 2,487 7,700 3,500 0 1,000 [ 0 0 0
Matched transactions
25 Grosssales.........oiiiiiiiiiii i 578,591 | 808,986 866,175 63,109 90,459 889171 109,253 { 62,663 { 80,219 70,928
26 Gross purchases .............cooovvienennoes 576,908 | 810,432 865,968 61,156 94,368 88,604 | 103,957 | 67,147 | 80,674 69,659
Repurchase agreements
27 Gross purchases .............ccoovviinennnns 105,971 | 127,933 134,253 24,257 0 6,748 21,156 12,395 5,640 18,657
28 Grosssales............oiiioiiiiiiiiiiens 108,291 | 127,690 132,351 24,699 3,087 6,748 13,634 19,917 5,640 18,657
29 Net change in U.S. government securities. ...... 12,631 8,908 20,477 -2,335 } -2,456 83 5,214 158 1,857 —403
FEDERAL AGENCY OBLIGATIONS
Outright transactions
30  Gross purchases 0 0 0 0 0 0 0 1]
31 Grosssales... 0 0 0 ] 0 0 [} [ ¢ [
32 Redemptions 292 256 162 0 40 0 50 0 *
Rc(gurchase agreements
33 ross purchases ................c.cooeiienne 8,833 11,509 22,183 5,384 0 1,821 3,369 3,135 1,691 4,984
34 Grosssales..........coiiiiiiiiiiiieiin. 9,213 11,328 20,877 6,454 623 1,821 1,955 4,567 1,691 4,984
35 Net change in federal agency obligations........ —672 -76 1,144 -1,070 -663 0 1432 } —1,482 0 *
BANKERS ACCEPTANCES
36 Repurchase agreements, net................... -1,062 —418 0 0 0 0 4] 0 0 [\]
37 Total net change in System Open Market
ACCOURt . ... 10,897 8,414 21,621 -3,405 | -3119 83 6,647 | -1,324 1,857 —-403

NoTtE. Sales, redemptions, and negative figures reduce holdings of the System
Open Market Account; all other figures increase such haldings. Details may not
add to totals because of rounding.
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements

Millions of dollars

Wednesday End of month
Account 1986 1986
July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27 June July Aug.
Consolidated condition statement
ASSETS
1 Gold certificate account................. 11,084 11,084 11,084 11,084 11,084 11,084 11,084 11,084
2 Special drawing rights certificate account . 4,818 4,818 4,818 4,818 4,818 4,818 4,818 5,018
I 1 475 473 477 48 476 488 467 468
Loans
4 To depository institutions . ............cocvnrrerne 909 716 881 817 944 952 737 913
S Other. ... e 0 i} 0 0 0 0 0 0
Acce tances—-Bought outright
6 Held under repurchase agreements................. 0 0 0 0 0 0 0 0
Federal agency obligations
7 ght outright . . ..oo s 8,137 8,137 8,047 8,047 8,047 8,137 8,137 8,047
8 Hel under repurchase agreements ................. 0 0 0 0 0 0 0
U.S. government securities
9 91,731 91,557 92,109 91,826 93,202 91,476 91,073 93,564
10 7,097 67,097 67,097 66,597 66,59 67,097 67,097 66,597
5} 25,276 25,276 25,276 25,776 25,776 25,276 25,276 25,776
12 Total bought outright! .............. 184,1 183,930 184,482 184,199 185,575 183, 849 183,446 185,937
13 Held under repurchase agreements 0 0 0 0 0 |
14 Total U.S. government securities .................... 184,104 183,930 184,482 184,199 185,575 183, 849 183,446 185,937
15 Totalloamsand securitles .. ................coo0nl 193,150 191,783 193,410 193,063 194,566 192,938 192,320 194,897
16 ltems in process of collection 6,696 7,220 6,047 6,582 7,741 4,959 6,206 5,632
17 Bank premises. ........c..o.oveenvnnn. 637 638 640 642 642 634 638 642
Other assets
18 Denominated in foreign currencies?................. 8,229 8,659 8,663 8,676 8,681 8,200 8,657 9,147
19 Allotherd .. . . s 7,363 7,458 7,598 6,535 5,125 6,966 7,220 6,758
20 Total BSSEES . .. ..o\ttt e 232,452 233,133 232,737 231,884 233,133 230,087 231,410 233,646
LIABILITIES
21 Federal Reserve notes ............oivevnnniininnsn 183,688 184,861 185,171 184,597 184,569 183,040 184,198 185,349
Deposits
22 To depository institutions . ............coveivnn... 32,988 30,343 31,978 31,030 32,212 31,940 30,275 34,570
23 U.S. Treasury—General account 3,286 4,349 3,169 3,542 o 3,143 3,983 1,106
24  Foreign—Official accounts .......... 204 217 199 270 354 233 227
25 Other.......c.iiiiiiii i i 415 436 410 449 497 450 688 461
26 Total deposits . .................oiiiiiiiaiiininns 36,893 35,348 35,756 35,291 36,827 35,887 35,179 36,364
27 Deferred credititems ........... ... 5,783 6,430 5,639 5.874 5,624 4,676 5,375 5,371
28 Other liabilities and accrued dividends?............... i 2,087 2,175 2,133 2,103 2,190 2,212 2,193
29 Total labilities . ............... ... ... 228,468 228,723 228,741 227,898 229,123 225,793 226,964 229,277
CAPITAL ACCOUNTS
30 Capital paid in. . 1,833 1,839 1,840 1,841 1,844 1,807 1,834 1,843
31 Surplus ............ 1,781 1,781 1,781 1,781 1,781 1,781 1,781 1,781
32 Other capital account; 370 790 375 367 385 706 831 745
33 Total liabilities and capital accounts................... 232,452 233,133 232,737 231,884 233,183 230,087 231,410 233,646
34 Memo: Marketable U.S. government securities held in
custody for foreign and international account . .. ... 151,639 153,894 155,491 156,105 155,291 146,909 153,973 155,182
Federal Reserve note statement
35 Federal Reserve notes outstanding ................... 218,655 219,348 220,412 221,234 221,734 215,965 218,626 221,640
36 Less: Heldby bank ............ 34,967 34,487 35,241 36,637 37,165 32,925 34,428 36,291
37 Federal Reserve notes, net 183,688 184,861 185,171 184,597 184,569 183,040 184,198 185,349
Collateral held against notes net:
38  Gold certificate account. . ..........cooueiiniiinen 11,084 11,084 11,084 11,084 11,084 11,084 11,084 11,084
39  Special drawing rights certificate account . .......... 4,818 4,818 4,818 4818 4,818 4,818 4,818 5,018
40 Other eligible assets ...............ccoivinvnnins 0 0 0 0 0 0 0
41 U.S. government and agency securities ............. 167,786 168,959 169,269 168,695 168,667 167,138 168,296 169,247
42 Totalcollateral.................coovivirieninniennes 183,688 184,861 185,171 184,597 184,569 183,040 184,198 185,349
Includes securities loaned—fully guaranteed by U.S. government securities 4. Includes exchange-translation account reﬂectmg the monthly revaluation at
plcdged with Federal Reserve Banks—and echudes (if any) securities sold and market rates of fol commitm

scheduled to be bought back under § chase t

tions.

2. Assets shown in this line are revalued momhly at market exchange rates.
3. Includes special investment account at Chicago of Treasury bills maturing

within 90 days.

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 1986 1986
July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27 June 30 July 31 Aug. 29

1 Loans—Total.............ccovvvivnnnes Ceireeeiaes 909 716 881 817 944 952 737 913

2 Within 15days.....coveenireennsiiiirennannnes 901 656 850 813 935 922 693 863

3 16daysto90days ......iihiiiia i 8 60 3 4 9 30 44 50

4 91daysto ] YeAl........viviiiieiiiiiiiiiiie 0 0 0 0 0 0 0 0

5 Acceptances—Total .........oiciiiiiiiiiiiiiiiae 0 0 0 0 0 0 0 0

6 Within 15days..........oocovevniiiiiiiiiiiiiinie, 0 0 0 0 1] 0 0 0

7 16daysto9days ...ttt 0 0 0 0 0 0 0 0

8 O9ldaystolyear..................... Ve 0 0 0 ] 0 0 0 0
9 U.S. government securities—Total ................... 184,104 183,930 184,482 184,199 185,575 183,849 183,446 185,937
10 Within1Sdays!.............cooviiiiiiiniin s 10, 12, 995 10,334 11, ,428 8,813 5,582
11 16daysto90days ....oouveniiinenienienienienss 45,390 43,380 42,791 41, 42, 48,118 41,303 42,89
12 9ldaystolyear............cocvniviiininiininnnnn. 444 55,794 57,820 56,980 56,980 58,100 61,454 ,596
13 OverlyeartoSyears...........o.ovvuivniniiinns 33,793 467 4,467 36,576 36,576 33,600 1467 38,476
14 OverSyearstolOyears.................coevunnn 15,100 15,100 15,100 15,580 15,580 15,294 15,100 15,580
15 OVer 10 years.......oovovviiiniiineernaneniens 309 ,309 22,309 809 809 ,309 22,309 t
16 Federal agency obligations—Total.................... 8,137 8,137 8,047 8,047 8,047 8,137 8,137 8,047
17 Within15days!. ...t 17§ 90 0 202 251 164 175 251
18 16daysto90days .........oooviinnns s 645 799 94 722 704 601 645 704
19 9ldaystolyear..................on [ 1,704 1,635 1,550 1,550 1,569 1,856 1,704 1,569
20 OverlyeartoSyears................ [P 3,885 ,885 3,845 3,845 3,925 3,765 3,885 3,925
21 OverSyearstolOyears..................covieees 1,304 1,304 304 1,304 1,174 1,327 ,304 1,174
22 Overi0years...........oovvuveennnns e 424 424 424 424 424 424 424 424

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

1986
Item 1982 | 1983 1984 1985
Dec. | Dec. Dec. | Dec.
Jan. Feb. Mar. Apr. May | June July | Aug.
ADJUSTED FOR Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS!

1 Total PeServes? .. ... ....ovvvenieienienneririnirenee 34.28 | 36.14 | 39.51 | 45.61 | 45.88 | 46.37 | 46.87 | 47.28| 48,58 | 49.45| 50.49 | 51.32

2 Nonborrowed reserves. . ... vuvevrviverrenniroenen 33.65 | 35.36 | 36.32 | 44.29 | 45.11 | 4549 | 46.10 | 46.38| 47.70 | 48.64 | 49.75 | 50.44

3 Nonborrowed reserves plus extended credit® .......... 33.83 | 3537 | 38.93 | 44.79 | 45.61 | 4598 | 46.62 | 47.02| 48.29( 49.17! 50.13 | 50.91

4 Required reSErves......ovvvriviineinenaneranrrrenns 33.78 | 35.58 | 38.66 | 44.55 | 44.77 | 45.27 | 4597 | 46.47| 47.74 | 48.51] 49.58"| 50.58

5 Monetary base? . ... 170.04 |185.39 {199.17 {216.72 | 218.40 | 219.79 | 221.26 | 222.36 | 224.90 | 226.63 | 228.30" | 230.59

Not seasonally adjusted

6 Total reserves? .....................0s e 35.01 | 36.86 | 40.57 | 46.84 | 47.11 | 45.68 | 46.34 | 47.94} 47.71| 49.20| 50.32 | 50.62

7 Nonborrowed reserves. ........oovviiiiineerenrnnn 34.37 | 36.09 | 37.38 | 45.52 | 46.34 | 44.80 | 45.58 | 47.04| 46.84 | 48.39 | 49.58 | 49.75

8 Nonborrowed reserves plus extended credit? .......... 34.56 [ 36.09 | 3998 | 46.02 | 46.84 | 4529 | 46.10 | 47.68 | 47.42| 4893 | 49.96 | 50.21

9 Required reserves 34.51 | 36.30 | 39.71 | 45.78 | 46.00 | 44.59 | 4544 | 47.14| 46.87 | 48.27| 49.417] 49.88

10 Monetary based . ...........ooiiiiiiiiii s 173.07 |188.66 |202.34 |220.36 | 218.74 | 216.78 | 218.99 | 222.13 | 223.61 | 227.04 | 230.027 | 230.76

NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTSS

11 Total reServes? .............oovuiirennriniriinnaines 41.85 | 38.89 | 40.70 | 48.14 | 48.06 | 46.65 | 47.27 | 48.88 ( 48.42| 49.94 | 51.03 | 51,27
12 Nonborrowed reServes. ........oveueurvrsirnarssones 41.22 | 38.12 | 37.51 | 46.82 | 47.29 [ 45.77 | 46.51 | 47.99 | 47.54 ] 49.14| 50.29 | 50.40
13 Nonborrowed reserves plus extended credit3 ,......... 41.41 | 38.12 | 40.09 | 47.41 47.79 | 46.22 | 47.17 | 48.22| 48.241 49.81 | 50.68 | 50.90
14 RequIred reServes ... ..o.vvvuvuenirvirvanirnarnsvens 41,35 1 38.33 | 39.84 | 47.09 | 46.95 | 45.56 | 46.38 | 48.08| 47.58| 49.01 | 50.127| 50.54
IS Monetary based . ........ooiiiii i 180.42 [192.26 |204.18 |223.53 | 221.59 | 219.57 | 221.70 | 224.88 | 226.12 | 229.68 | 232.55" | 233.32

1. Figures incorporate adjustments for discontinuities associated with the

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

implementation of the Monetary Control Act and other | to

of the money stock plus, for institutions not having required reserve

reserve requirements. To adjust for disco ities due to in rgsqwe
‘requirements on reservable nondeposit_liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for d in-

balances, the excess of current vault cash over the amount applied to satisfy
current reserve requ After the tion of cc p reserve
requir ts (CRR), currency and vault cash figures are measured over the

uities in the monetary base, required clearing balances and adjustments to
compensate for float also are subtracted from the actual series.

hal

weekly comlfutation period endinfp Monday.
Before C “R, all components of the monetary base other than excess reserves

2. Total reserves not adjusted for discontinuities consist of reserve

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

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

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

4. The monetary base not adjusted for discontinuities consists of total reserves
plus required clearing balances and adjustments to compensate for float at Federal
Reserve Banks and the currency component of the money stock less the amount

are

reserves are added on a not seasonally adjusted basis, After CRR, the seasonally
djusted series ists of Ily adjusted total reserves, which include

excess reserves on a not seasonally adjusted basis, plus the seasonally adjusted

currency component of the money stock and the remaining items seasonally

adjusted as a whole.

S. Reflects actual reserve requirements, including those on nondeposit liabil-
ities, with no adjustments to eliminate the effects of discontinuities associated
with impl ion of the M y Control Act or other regulatory changes to
reserve requirements.

NoTe. Latest monthly and biweekly figures are available from the Board's
H.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Research and Statistics, Board of Governors of the
Federal Reserve System, Washington, D.C. 20551.
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1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Billions of dollars, averages of daily figures

1986
Item! 1982 1983 1984 1985
Dec. Dec. Dec. Dec. May June July Aug.
Seasonally adjusted
. 479.9 527.1 558.5 626.6 658.7 666.8 676.1 687.8
2 M e e s 1,952.6 2,186.0 2,373.8 2,566.5 2,649.7 2,670.5" 2,699.17 2,723.4
. 2,443.5 2,697.3 2,986.5 3,201.1 3,318 3,339.27 33754 3,399.5
. 2,850.1 3,163.5 3.52.0 3,838.2 3,950.0/ 39744 4,011.¢¢ n.a.
S Dbt 4,661.3 5,192.0 5,952.0 6,810.0 7.134.¢ 7,197.9 7,263.7" n.a.
M1 components
6 CUITERCY? ..ottt et e e iaeiaernnarens 134.3 148.3 158.5 170.6 175.8 176.7 177.57 179.0
7 Travelerschecks’ .............coivviiiiiinenniies 4.3 4.9 5.2 5.9 6.1 6.2 6.4 6.5
8 Demanddeposits®....................ooii 237.9 242.7 248.4 271.5 281.6 284.9 288.3 291.8
9  Other checkable deposits’..............ocovevnin, 103.4 1313 146.3 178.6 195.1 199.0 203.9 210.5
Nontransactions components
10 InM20. . i i e 1,472.7 1,658.9 1,813.4 1,939.9 1,991.00 2,003.7 2,023.0¢ 2,035.7
I oInM3only? .o 490.9 S1L3 612.7 634.6 665.8" 668.7" 676.3" 676.1
Savings deposits®
12 Commercial Banks ................ccoovvinininn, 163.7 133.4 122.3 124.5 129.0 130.9 133.4 136.8
13 Thriftinstitutions ..., 194.2 173.2 167.3 179.1 189.5 194.1 197.77 200.5
Small d: ination time deposits®
t4 Commercial Banks .......................ccoo0 380.4 351.1 387.2 384.1 384.9 381.8 380.0 376.0
15 Thriftinstitutions .............coieiiiiiiiiiiiaes 472.4 4341 500.3 496.2 506.3 503.9 503.7 501.1
Money market mutual funds
16  General purpose and broker/dealer ................. 185.2 138.2 167.5 176.5 193.2 197.2 199.4 200.2
17 Imstitution-only ...........cciiiiiiiiiiiiiii e S1.1 43.2 62.7 64.6 76.1 75.0 71.5 80.8
Large denomination time deposits!?
18 Commercial Banks!t..................o00iiin 262.1 228.7 263.7 279.1 281.5 280.5" 279.7 281.1
19 Thriftinstitutions ............ ... .0l 65.8 101.1 150.2 157.3 164.9 164.6 165.7 166.0
Debt components
20 Federaldebt...............ccoiviiiniiiiiniii, 979.2 1,173.0 1,367.3 1,586.3 1,656.3 1,677.7 1,697.1 n.a
21 Nonfederaldebt.................covvinveiiiennn. 3,682.1 4,019.0 4,584.7 5,223.7 5,478.37 5,520.2" 5,566.5" n.a.
Not seasonally adjusted
22 Ml e e 490.9 538.8 570.5 639.9 651.8 669.2 679.8" 684.7
23 M2 o e 1,958.6 2,192.8 2,380.8 2,574.7 2,640.7 2,672.7 2,704.4 2,718.3
24 M3 e e 2,453.3 2,707.9 2,997.8¢ 3,213.8 3,308.77 3,339.9 3,373.00 3,394.3
Lo e e 2,856.4 3,170.1 3,537.2r 3,844.4 3,936.8" 3.974.6 4,011.0¢ n.a.
26 Debt. ... e 4,655.7 5,186.5 5,946.3 6,804.1 7.109.0¢ 7,176.7 7.243.9 n.a
M1 components
27 CUITENCYZ 1t tvnteetiiiiaeeenarnienreennnnnses 136.5 150.5 160.9 173.1 175.8 177.4 179.1 179.9
28 Travelerschecksd ... ...........cciiiiiiiiiiiiin, 4.1 4.6 4.9 5.5 5.9 6.5 7.2 7.3
29 Demanddepositst... ..., 246.2 251.3 257.3 281.3 276.7 285.6 290.0 289.0
30 Other checkable depositsS......................... 104.1 1324 147.5 180.1 193.4 199.6 203.57 208.6
Nontransactions components
KD T ¥ v 2 PPN 1,467.7 1,654.0 1,810.3 1,934.7 1,988.9 2,003.5 2,024.6 2,033.5
32 M3only ..t e e 494.7 515.3 617.0 639.2 668.17 667.2 668. 676.0
Money market deposit accounts
33 Commercialbanks .................o.ciiiiiin, 26.3 230.5 267.2 3324 348.6 355.2 358.9" 363.4
34 Thrift institutions ...............ocoviiiiiiin 16.9 148.7 149.7 179.6 182.2 185.2 187.2 189.8
Savings deposits®
35 Commercial Banks .....................cooiiiinin 162.1 132.2 i21.4 123.5 129.5 132.2 135.1 137.2
36 Thrift institutions ,.................oiiiiieiiin, 193.1 172.3 166.5 178.3 190.3 194.8 198.7 199.4
Small d ination time deposits?
37 Commercial Banks ................coocoviiiiniin, 380.1 3511 387.6 384.8 382.3 380.7 379.9 378.0
38 Thriftinstitutions ...............cocviiiiinininns 471.7 434.2 501.2 497.6 502.4 501.0 502.8"
Money market mutual funds
39  General purpose and broker/dealer ................. 185.2 138.2 167.5 176.5 193.2 197.2 199.4 200.2
40 Institution-ofly ..ot st 432 62.7 64.6 76.1 75.0 7.5 80.8
Large denomination time deposits!® ’
41 Commercial Banks!l. ., .............cooiiniinne 265.2 230.8 265.4 280.9 280,8 278.% 278.77 281.4
42  Thriftinstitutions ...........c.ciiiiiiiiieiiiiins 65.8 101.4 150.6 157.8 164.4 164.1 164.6 165.9
Debt components
43 Federaldebt..............ooviiviiiiiieiiiiiin, 976.4 1,170.2 1,364,7 1,583.7 1,660.7 1,678.9 1,695.6” n.a,
44 Nondfederaldebt..............c.ovviiiviiiiinn 3,679.3 4,016.3 4,581.6 5,220.4 5,448.3 5,497.8 5,548.3" n.a.

For notes see following page.
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NOTES TO TABLE 1.21

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

MI: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of 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 d

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-
bank issuers. Travelers checks issued by depository institutions are included in

(OCD) consisting of negotiable order of withdrawal (NOW) and automatic transfer
service (ATS) accounts at depository institutions, credit union share draft
and d d deposits at thrift institutions. The currency and demand
deposit components exclude the estimated amount of vault cash and demand
deposits respectively held by thrift institutions to service their OCD liabilities.
2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, spvings and small-
denomination time deposits (time deposi luding retail RPs—in amounts of
less than $100,000), and bal in both taxable and tax-exempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh bal at d itory 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 1s a consolidation adjustment
epre the estimated amount of demand deposits and vault cash held by
thrift institutions to service their time and savings deposits. .
M3: M2 f!us large-d ination timed its and term RP liabilities (in
amounts of 31

00,000 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
bal in both ble and tax pt, institution-only money market mutual
funds. Excludes held by d itory institutions, the U.S. government,
money market funds, and foreign banks and official instituti Also sub d is
a consolidation adjustment that represents the estimated amount of overnight RPs
and Eurodollars held by institution-only money market mutual funds.

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

Debt: Debt of domestic nonfi ial sectors ists of tanding credit
market debt of the U.S, government, state and local governments, and private
nonfinancial sectors. Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debt
data are based on monthly averages.

4. Demand deposits at commercial banks and foreign-related institutions other
than those due to domestic banks, the U.S. government, and foreign banks anci
official institutions less cash items in the process of collection and Federal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial banks by thrift institutions to service their OCD liabilities.

5. Consists of NOW and ATS balances at all depository institutions, credit
union share draft bal and ¢ d deposits at thrift institutions. Other
checkable deposits seasonally adjusted equals the difference between the season-
ally adjusted sum of demand deposits plus OCD and lly adj d demand
deposits. Included are all ceiling free ‘‘Super NOWs," authorized by the
%eﬁository Institutions Deregulation committee to be offered beginning Jan. §,

6. Sum of overnight RPs and overnight Eurodollars, money market fund
balances (general purpose and broker/dealer), MMDAS, and savings and small
time deposits, less the consolidation adjustment that represents the estimated

t of d d deposits and vault cash held by thrift institutions to service
their time and savings deposits liabilities.

7. Sum of large time deposits, term RPs and term 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. .

g. Savings deposits exclude MMDAs.

Tiudi

. 9. Sma time dep g retail RPs— are those issued
in amounts of less than $100,000. All individual retirement accounts (IRA) and
Keogh accounts at commercial banks and thrifts are subtracted from small time

deposits.

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

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

NoTe: Latest monthly and weekly ﬂgures are available from the Board's H.6
(508) release. Historical data are available from the Banking Section, Division of
Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551,




1.22 BANK DEBITS AND DEPOSIT TURNOVER

Debits are shown in billions of dollars, turnover as ratio of debits to deposits. Monthly data are at annual rates.

Monetary and Credit Aggregates AlS

1986
Bank group, or type of customer 1983} 1984} 1985!
Feb. Mar. Apr. June July
DEBITS TO Seasonally adjust

Demand deposits?
! Allinsuredbanks ................... 109,642.3 128,440.8 154,556.0 | 179,139, 182,841.8 | 192,847.2 189,819.71 187,035.1 | 188,874.2
2 Major New York City banks.......... 47,769.4 57,3927 70,445.1 85,298, 89,350. 95,699.5 87,846.7 89,201.2 91,040.8
3 Otherbdnks ........................ 873.1 71,048.1 84,1109 93,841, 93,491.5 97,147.7| 101,973.0 97,833.9 97,833.4
4 ATS-NOW nccounls’ .................. ,405.5 1,588.7 1,920.8 2,193, 2,266.0 2,088.7 2,255.6 2,188.0 2,320.1
5 Savings deposits®. ..................... 741.4 633.1 53%.0 364. 356.7 385.2 189.7 382.6 4174

DEPOsiT TURNOVER

Demand deposits?
6 Allinsuredbenks ................... 379.7 434.4 496.5 560.8 566.0 593.6 553.3 556.4
7 Major New York Cty banks.......... 1,528.0 1,843.0 2,168.9 2,473.8 2,517.7 2,635.1 2,504.5 2417.2
8 Otherbanks ........................ 240.9 268.6 301.8 329.3 328.1 336.6 323.5 324.2
9 ATS-NOW accountsd............c..n.. 15.6 15.8 16.7 17.2 17.7 16.0 16.2 16.8
10 Savings deposits®, ...............0nuen 5.4 5.0 4.5 3.0 2.9 3.1 3.0 3.2

DesITS TO Not seasonally adjusted

Demand deposits?
ll All insured banks ............. ... 109,517.6 128,059.1 154,108.4 | 161,655.6 179,715 195,373.5 184,827.4 | 188,924.1 { 198,657.9
New York Cty banks.......... 47,707.4 57,2824 70,400.9 71,376.9 87,757. 95,408.5 85,189.6 91,315.2 96,686.1
gor ........................ 64,310.2 70,776.9 83,707.8 84,278.6 91,958, 99,963.0 99,637.8 97,608.9 | 101,971.8
14 ATS-NOW accounts3 .................. 1,397.0 1,579.8 1,903.4 2,065.3 2,349, 2,393.2 2,256.6 2,356.3 2,240.4
1S MMDAS ..o 567.4 848.8 1,179.0 1,334.9 1,600. 1,638.8 1,557.9 1,697.2 1,575.9
16 Savings deposits?...................... 742.0 632.9 538.7 3311 362. 418.7 377.8 385.9 419.9

DeposiT TURNOVER

mand depmnts2
17 All insured banks ................... 379.9 433.5 497.4 520. 569. 600.1 569.4 564.1 587.8
18  Major New York City banks.......... 1,510.0 1,838.6 2,191.1 2,314, 2,494, 2,661.7 487.0 2,570.0 2,620.6
19 Otherbanks ............cocovvvennns 240. 267.9 301.6 303. 328. 345.0 343.2 326.0 338.7
20 ATS-NOW accounts®.................. 15.5 15.7 16.6 16. 18. 17.9 17.1 17.4 16.3
0 MMDAS ... 2.8 3.5 38 4. 4.8 4.5 4.8 44
22 Savirigs deposits®. ........c.iviinnin 5.4 5.0 4.5 3. 3.4 3.0 3.0 32

1. Annual averages of monthl

2. Represents accounts of mJ vnﬁals partnerships, and corporations and of

states and political subdivisions.

3. Accounts authorized for negotiable orders of thhdmwal (NOW) and ac-

counts authorized for

ic transfer to d

avmlabdny starts wuh December 1978.

(ATS). ATS data

4. Excludes ATS and NOW accounts, MMDA and speclal club accounts, such

as Christmas and vacation clubs.
5. Money market deposit accounts.

rt from

Notk, Historical data for demand de;
i the debits series for 233

osits are available back to 1970 estimated
MSAs that were available through June

Historica!l data for ATS-NOW and savings &2;2031!5 are avml}ble ck to

1977. Back data are

Division

on

from
search and Slatmics. Board of Governors of the Federal Reserve System,

Washington, D.C. 2055
These data also appear on the Board's G.6 (406) release. For address, see inside
front cover.
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1.23 LOANS AND SECURITIES All Commercial Banks!
Billions of dollars; averages of Wednesday figures

1985 1986
Category
Sept. Oct. Nov. Dec. Jan. Féb, Mar. Apr. May June July” Aug.
Seasonally adjusted
1 Total loans and securities? ... ... 1,847.2 | 1,855.5 | 1,876.0 | 1,900.4 1,930.0 | 1,935.5 | 1,944.6 | 1,947.9 | 1,957.5 1,963.7 | 1,985.0 | 2,007.7
2 U.S. government securities 275.5 274.2 276.0 273.1 268.2 273.6 269.5 270.0 274.1 274.8 285.4 290.9
3 Other securities ...... Cee 153.6 157.3 163.3 177.6 192.5 188.1 183.3 5 181.9 183.6 186.1 192.3
4 Total loans and leases?......... 1,418.0 [1,424.0 |1,436.8 |1,449.7 | 1,469.3 | 1,473.7 | 1,491.8 | 1,495.8 | 1,501.5 1,505.3 | 1,513.4 | 1,524.5
5  Commercial and industrial 492.1 492.7 495.7 499.5 502.1 502.4 506.1 507.8 506.7 508.7 508.7 510.4
6 Bankers acceptances helds. . 4.9 49 4.9 49 4.9 4.8 49 52 5.6 6.1 58 5.9
7 Other commercial and
industrial ...... 487.1 487.8 490.7 494.7 497.2 497.6 501.2 502.6 501.0 502.6 502.8 504.4
8 U.8. addressees? ... 478.3 479.4 482.4 486.0 488.0 488.4 491.3 492,7 490.6 493.1 493.8 495.4
9 Non-U.S. addressees 8.8 8.4 8.3 8.7 9.3 9.2 9.9 9.8 10.5 9.5 9.0 9.1
10 Real estate 409.5 414.0 418.0 422.4 427.1 431.4 436.1 440.7 446.4 450.7 455.9 461.4
11 Individual . 285.4 287.5 289.7 2915 294.6 297.4 299:5 301.1 303.0 304.5 305.6 306.9
12 Security..... . 39.7 39.2 35.8 40.1 4.1 434 50.4 48,0 46.4 42.5 44.8 4.2
13 Nonbank financial
institutions 31.5 31.3 32.0 32,6 2.6 319 32.3 324 333 34.7 34.2 344
14 Agricultural....... 38.3 379 371 36.3 359 354 34.9 346 34.1 33.7 33.3 333
15  State and political
subdivisions 48.8 49.3 50.0 52.8 60.5 68.3 60.2 55.8 59.5 59.4 59.1 59.4
16  Foreign banks. ... 9.6 9.3 9.0 9.1 9.1 2 9.2 9.2 9.3 9.5 9.5 9.3
17  Foreign official ins S ... 6.5 6.6 6.7 6.9 7.0 7.0 6.8 53 5.1 6.4 6.5 6.5
18 Lease financing receivables. .. 18.1 18.3 18.4 18.8 19.4 19.6 19.8 19.9 19.8 20.0 20.0 20.2
19 Allotherloans.............. 38.5 38.0 403 39.6 36.8 357 36.5 37.3 379 354 358 385
Not seasonally adjusted
20 Total loans and securities? . ... .. 1,845.4 | 1,851.8 | 1,878.7 | 1,912.6 | 1,934.8 | 1,932.4 | 1,944.1 | 1,950.5 | 1,956.7 | 1,965.4 | 1,981.4 | 1,999.8
21 U.S. government securities .. ... 274.1 270.3 273.7 271.0 267.7 275.0 273.2 274.0 275.4 276.2 285.3 289.1
22 Other securities ............... 153.6 156.8 163.3 178.7 193.8 188.9 183.9 181.8 182.2 182.5 183.9 192.1
23 Total loans and leases?......... 1,417.7 | 1,424.7 | 1,438.7 11,462.9 | 14733 | 1,468.5 | 1,487.1 | 1,494.7 | 1,499.0 | 1,506.7 | 1,512.1 | 1,518.7
24  Commercial and industrial. ... 491.4 492.0 494.8 501.5 501.4 500.1 506.9 510.0 508.5 509.4 508.6 508.3
25 Bankers acceptances held>. . 4.8 4.8 5.0 5.2 4.9 49 5.0 5.2 5.5 6.0 6.0 59
26 Other commercial and
industrial ............. 486.6 487.2 489.7 496.4 496.5 495.4 501.9 504.9 503.0 503.4 502.6 502.4
27 U.S. addressees*........ 477.5 478.4 481.0 487.3 487.3 486.3 492.7 495.4 493.3 494.0 493.3 493.1
28 Non-U.S. addressees®. . .. 9.1 8.8 8.8 0 9.2 9, 9.5 9.7 9.4 9.3 9.4
29 Realestate ................. 410.5 415.2 419.2 4333 4273 430.6 434.9 439.5 445.2 450.2 455.8 461.6
30 Individual .................. 2867 § 2890 | 291.0 | 294.8 2970 | 2963 | 2968 | 2986 | 3011 303.1 | 3049 | 3072
31 Security....... SIRETERRTRNE 37.5 38.6 41.0 45.4 46.8 426 | 495 48.5 45.6 42.5 43.0 41.3
32 Nonbank financial
institutions ............. 31.7 31.1 32.1 33.4 329 313 317 2.2 3.1 34.6 34.3 34.6
33 Agricultural, ...l 39.2 38.5 312 36.0 35.2 34.5 34.0 33.9 34.0 34.2 34.1 34.0
34 State and political .
subdivisions ............ 48.8 49.3 50.0 52.8 60.5 60.3 60.2 59.8 9.5 59.4 59.1 59.4
35 Foreignbanks............... 9.7 9.5 9.3 9.5 9.3 9.3 9.1 9.0 9.1 9.2 9.4 9.1
36  Foreign official institutions ... 6.5 6.6 6.7 6.9 7.0 7.0 6.8 5.3 5.1 6.4 6.5 6.5
37  Lease financing receivables. .. 18.] 18.2 18.3 18.8 19.6 19.8 19.8 19.9 19.9 20.0 20.0 20.1
38 Allotherloans.............. 37.8 36.7 39.1 40.5 36.3 36.5 3.4 38.1 3.9 377 36.5 36.3
1. Data are grorated averages of Wednesday estimates for domestically char- 2. Excludes loans to cial banks in the United States.
tered insured banks, based on weekly sample reports and quarterly universe 3. Includes norfinancial commercial paper held.
reports. For foreign-related institutions, data are averages of month-end estimates 4. United States includes the 50 states and the District of Columbia.
based on weekly regmns from large U.S. agencies and branches and quarterly NoTE. These data also appear in the Board's G.7 (407) release. For address, see
reports from all U.S. agencies and branches, New York investment companies ingide front cover.

majority owned by foreign banks, and Edge Act corporations owned by domesti-
cally chartered and foreign banks.
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1.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

1985

Source
Sept. Oct. Nov.

Total nondeposit funds
1 Seasonally adjusted® ..................... "
2 Not seasonally adjusted .................. 11
Federal funds, RPs, and other
borrowings from nonbanks®

18.8 122.3
17.4 1234

3 Seasonally adjusted..... 143.6 144.3 149.4
4  Not seasonally adjusted 142.0 142.9 150.5
5 Net balances due to foreign-related

institutions, not seasonally

adjusted . ... -288 1§ 2551 -27.2

Memo

6 Domestically chartered banks’ net

gosmons with own foreign

ranches, not seasonally

adjusted? ... ... ..o L e -30.7 § -28.6 | -30.2
7  Gross due from balances . 74.7 74.2 74.1
8 Grossduetobalances.................... 4.0 45.5 43.9

9 Foreign-refated institutions’ net
positions with directly related
institutions, not seasonally

adjusted .. ... 1.9 3.2 3.1
10 Gross due from balances o 55.9 55.2 55.9
11 Grossduetobalances.................... 57.8 58.4 58.9
Security RP borrowings
12 Seasonally adjusted® ..................... 859 85.6 85.9
13 Not seasonally adjusted . .. .. 84.3 84.2 87.0
U.S. Treasury demand balances
14 Seasonally adjusted. . ... 14.9 4.7 13.5
15 Not seasonally adjusted 16.8 5.4 79
Time deposits, $100,000 or more®
16  Seasonally adjusted ...................... 3308 | 3339 3359
I7  Not seasonally adjusted .................. 3327 3363 337.5

1986

Dec. Jan. Feb. Mar, Apr. May June July Aug.
128.2 131.7 131.7 141.2 134.17 135.7 132.77] 136.0¢ 137.7
127.9 131.8 134.4 143.7 135.00| 137.9¢] 131.47] 13217 1367
154.1 151.6 1527 160.6 160.47| 15797 157.1} 166.27 | 168.0
153.7 151.6 [ 155.3 163.1 161.37] 160.0 15587 | 16237 | 166.9
=259 1 —1991 -21.0| -194{ —-263 | -22.27] -24.57} -302 | -30.2
316 -280 -258 | -265{ -302| -293 | -30.5"| ~33.8 | -31.2
76.3 74.3 69.4 71.7 75.2 72.9 72.2 73.9 75.2
44.7 46.4 43.6 45.2 45.1 43.6 41.7 40.1 44.0
5.7 8.1 4.8 7.1 39 7.2 6.0 3.6 1.0
56.7 57.6 60.0 60.7" 62.5 60.07 62.8 64.2 66.2
62.5 65.7 64.8 67.8 66.4 67.1 68.8 67.8 67.2
89.4 87.6 89.5 89.7 89.7 89.0 89.2 95.7 96.3
89.0 87.7 92.2 92.2 9.6 91.2 88.0 91.8 95.3
17.5 19.0 211 15.7 17.4 21.3 18.5 14.77 13.1
14.6 4.0 24.2 15.7 17.8 218 16.1 16.8" 11.0
337.6 | 3494 | 3519 347.7 | 346.9 [ 3404 339.8 | 338.47| 3426
3394 | 3483 350.7 | 3483 | 343.5( 3396 338.1 | 337.3( 3429

Commercial banks are those in the 50 states and the District of Columbia
w1Lh 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.

Data for lines 1-4 and 12-17 have been revised in light of benchmarking and
revised seasonal adjustment

dj d fcdcml funds RPs and o\her borrowings from

nonbanks and not seasonall dji net E des averages of

J ata for d mnlly chartered banks and averages of current and

prevnous month-cnd data for foreign-related institutions.

3. Other borrowings are borrowings on any instrument, such as a ﬁromlssory
note or due bill, given for the purpose of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and from foreign
banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in led foans.

4. Averages of daily figures for member and nonmember banks.

5. Averages of daily data,

6. Based on daily average data re; J)orted by 122 large banks.

7. Includes U.S. Treasury demand deposits and Treasury tax-and-loan notes at
commercial banks. Averages of daily data.

8. Averages of Wednesday figures.
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS Last-Wednesday-of-Month Series

Billions of dollars

1985 1986
Account
Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June Julyr Aug.
ALL COMMERCIAL BANKING
INSTITUTIONS!
1 Loans and securities.................. 1,985.8 | 2,035.6 | 2,068.7 | 2,065.2 | 2,078.8 | 2,091.4{ 2,113.4 | 2,101.3 2,105.5 1 2,134.0 | 2,i54.4
2 Investment securities ............... 402.4 410.5 420.4 432.5 432.8 427.2 9.5 430.9 432, § 455.1
3 U.S. government securities........ 2529 254.9 253.9 251.9 255.1 253.7 255.8 257.7 259.6 269.6 272.2
4 Other ......coovvvivviiiinnenns 149.6 155.6 166.5 180.6 177.7 173.5 173.6 173.2 173.0 176.1 183.0
5 Trading account assets.............. 25.0 32.0 31.1 30.1 34.0 30.1 27.8 27.0 274 28.7 29.3
6 Totalloans........ e 1,558.4 | 1,593.1 | 1,617.2 | 1,602.6 | 1,612.0 [ 1,6342 | 1,656.1 | 1,643.5] 1,6455 ]| 1,659.6 | 1,670.0
7 Interbank loans .................. 132.4 149.0 150.6 .4 143, 1 155.7 146.2 139.2 1
8 Loans excluding interbank ........ 1,425.9 | 1,444.2 | 1,466.7 | 1,462.2 | 1,468.5 ( 1,488.1 | 1,5004 | 1497.2 | 1,506.3 ] 1,511.0 | 1,520.6
9 Commercial and industrial....... 491.7 495.8 500.2 496.7 501.8 508.5 510.5 .2 512.3 507.3 510.1
10 Realestate ................ovu 416.7 420.2 423.7 428.7 431.5 435.9 4417 4 451.4 457.6 463.2
1 Individual ..................... 290.3 292.0 296.0 297.4 296.4 300.4 301.1 304.0 305.6 308.4
12 Allother .................c0ve 227.2 236.2 246.7 239.4 238.7 246.9 247.8 243.6 238.7 240.5 238.8
13 Total cash assets. .....c...cooennvusn 915 209.0 213.3 187.3 193.7 198.1 209.9 221.0 196.0 206.2 205.8
14  Reserves with Federal Reserve Banks 19.5 20.4 27.6 219 26.2 29.1 25.5 30.2 27.9 28.2 27.9
15 Cashinvault ..............oo0 2.6 214 2.2 2.0 2.7 218 223 239 23.0 233 2.9
16 F\ash items in procesijoé coliection ... 68.1 82.1 79.5 2 9 68.8 80.7 84.6 67.3 72.1 73.5
17 d bal at U.S. deposi
institutions ...........0..0ls y 315 35.8 36.0 31.3 1.8 3.1 34.7 36.8 32.0 33.8 33.6
18 Othercashassets .................. 49.8 49.4 48.0 47.0 46.1 47.4 46.7 45.5 45.8 48.7 47.1
19 Otherassets ...........c.ovvevnnennn, 189.2 197.1 201.9 187.0 186.5 195.3 207.0 195.9 196.6 196.6 196.2
20 Total assets/total liabllitles and capital ...| 2,366.5 | 2,441.8 | 2,483.8 | 2,439.6 | 2,458.9 | 2,484.8 | 2,530.3 | 2,518.3 | 2,498.1 | 2,53.7 | 2,5%6.4
21 DePOSitS ...t 4O L7136 ) 17547 1,772.5 ) 1,795 15,7464 ) 1,762.8 ) 1,7984 1 1,807.4 1 1,791.9 1 1,819.5 ) 1,833.6
22 ransaction deposits................ 491, 522, 536. 488.8 492.1 502.5 540.7 542.7 523.3 540.0 544.2
23 Savings deposits ............ 000000 445.8 450.4 452.0 454.2 457.2 462.0 467.8 4773 482.4 490.8 497.7
24 Timedeposits....................00 776.2 779.1 783.6 796.5 797.1 798.3 789.9 787.5 786.3 788.7 791.7
25 Borrowings........ 313.6 356.1 367.8 364.4 374.7 373.1 390.7 367.4 366.8 379.2 377.3
26 Other liabilities 173.7 167.9 175.8 167.6 169.1 179.3 170.4 173.1 168.5 168.6 174.7
27 Residual (assets less liabilities). ........ 165.5 166.0 167.7 168.2 168.8 169.7 170.8 170.3 170.9 169.4 170.8
Mewmo
28 U.S. government securities (including
trading account)...............0ne 268.6 274.8 269.7 269.8 278.4 273.7 274.0 275.1 276.5 288.8 289.8
29 Other securities (including trading
ACCOUNME). . .o vvviiiiai i enenses 158.8 167.7 181.8 192.8 i88.4 183.6 183.3 182.8 183.5 185.6 194.6
DOMESTICALLY CHARTERED
CoMMERCIAL BANKs?
30 Loans and securities.................. 1,879.5 1,926.0 1,954.3 1,954.3 1,964.0 1,972.4 1,993.3 1,985.3 1,990.0 | 2,014.0 | 2,0294
31  Investment securities ............... 391. 399. 409.9 421.1 420.8 416 416.1 417.1 419.6 440.
32 U.S. government securities........ 2474 250.1 249.0 470 249.6 248.5 248.8 250.2 253.1 263.2 264.5
33 Other ... 143.8 149.4 160.9 174.1 171.2 167.5 167.2 166.9 166.5 169.4 175.7
34 Trading account assets.............. 25.0 32.0 31.1 30.1 34.0 30.1 27.8 27 274 28.7 29.3
35 Totalloans .............covvuvinees 1,463.4 | 14945 | 1,513.4 ] 1,503.1 1 1,509.2 | 1,526.3 | 1,5494 | 1,541.3 ( 1,543.0 | 1,552.8 | 1,559.8
36 Interbank loans .................. 108. 124.1 123.8 115.8 115.8 120, 129. 123.3 117.3 122 123.1
37 Loans excluding interbank......... 1,354.6 1,370.4 1,389.5 1,387.3 1,393.5 1,406.1 1,420.1 1,418.0 1,425.8 1,430.1 1,436.7
38 Commercial and industriaf....... 439.3 418 445.3 442.5 446.2 448 452.3 452.5 44
39 Realestate ..................00 411.5 415.0 418.4 423.6 426.4 430.7 436.3 440.7 445.8 451.9 457.3
40 Individual ..................... 290.0 291.7 295.7 2971 296.2 296.6 300.1 300.8 303.6 305.3 308.1
41 All other ...... e 213.8 222.0 230.1 224.1 224.7 230.7 231.4 226.7 2239 224.6 222.9
42 Total cashassets .. .................... 175.7 193.4 197.2 171.1 179.1 182.7 194.3 205.8 180.1 187.8 189.3
43 Reserves with Federal Reserve Banks 18.3 19.2 25.8 21.0 25.5 28.4 244 28.7 26.3 272 26.6
44 Cashinvault ...................... 2.6 21.4 222 23.0 2.6 21.7 22.2 23.8 2.9 23.2 23.7
45 gash items in proccs:]oé‘ collection ... 67.9 81.8 79.3 63.8 66.5 68.4 80.3 84.2 66.7 7.7 73.1
46 d bal at U.S. d i
institutions . ... y,, 30.1 33.9 34.3 294 30.1 29.4 33.0 35.1 30.2 32.0 319
47 Othercashassets .................. 36.8 37.1 35.7 34.0 343 347 34.3 34.0 34.0 336 34.¢
48 Other assets .........c.oovvnienennns 141.1 146.2 150.0 137.8 134.6 144.0 150.3 142.8 144.1 143.2 141.7
49 Total assets/total Labilities and capital ...| 2,196.3 | 2,265.6 | 2,301.6 | 2,263.1 | 2,277.8/| 2,299.1 | 2,337.9 | 2,334.0 | 2,314.1 | 2,345.0 | 2,360.3
50 Deposits .......... 1,666.4 1,704.6 1,724.4 1,689.6 1,698.2 1,713.1 1,749.1 1,758.7 1,741 4 1,768.0 1,779.9
51 Transaction deposi 485.0 515.3 529.5 481.6 484.8 495.0 533.1 535.3 515.5 532.1 536.1
52 Savings deposits 444.1 448.6 450.3 452.4 4553 460.1 465.8 475.2 480.3 488.7 495.5
53 Time deposits................ 737.3 740.7 744.7 785.7 758.1 758.1 750.1 748.1 745.6 747.2 748.2
54 Borrowings. ... . 252.2 285.0 295.7 298.0 304.9 304.8 309.1 294.2 293.5 300.5 295.5
55 Other liabilities ................ .. 115.4 113.0 116.9 110.5 109.0 114.6 112.0 113.9 115 110.3 117.3
56 Residual (assets less liabilities)......... 162.4 162.9 164.6 165.0 165.6 166.5 167.7 167.2 167.8 166.2 167.7
de insured d ically chartered Norek. Figures are partly esti d. They include all bank: i bsidiar-

1. Commercial banking institutions incl
| banks, branches al i

) 1t

X of foreign banks, Edge Act and
Agreement corporations, and New York State foreign inv?stment corporations.

h

2. Insured chartered

cial banks i

de all

and insured nonmember banks.

banks

ies and other significant majority-owned domestic subsidiaries. Loan and securi-
ties data for domestically chartered commercial banks are estimates for the last
Wednesday of the month based on a sample of weekly reporting banks and
quarter-end condition report data. Data for other banking institutions are esti-
mates made for the last Wednesday 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

1986
Account

July 2 July 9 July 16 | July 23 | July 30 | Aug. 6 | Aug. 13 | Aug. 20 | Aug. 27
1 Cash and balances due from depository institutions ............ 105,927 99,121 | 106,323 91,325 | 98,047 93,706 91,845 95,907 99,873
2 Total logns, leases and securitles, net. . ........................ 951,2487 | 943,886 | 951,829 | 939,169 | 943,513 | 950,745 | 945,387 | 949,738 | 950,834
3 U.S. Treasury and government agency .............c......... 95,609 98,158 | 103,198 | 104,315 | 103,182 105,087 [ 101,746 | 102,145 102,924
4 Trading ACCOUNT ... . ivin ittt eenas 20,015 | 21,058 | 25,319 25,794 | 22,545] 24,614 21,326 ] 21,028 20,937
5 Investment account, by maturity.................... ... ... 75,594 77,100 77,878 78,521 80,638 80,473 80,420 81,118 81,987
6 One year OF IeSS ... ..vuvniieiiii e 18,496 18,257 18,044 17,756 | 17,999 17,510 17,563 17,368 17,641
7 Over one through five years........................oole 35903 | 36,764 | 36,924 36,9321 37.644! 38,67¢ 38,2141 39,237 39,078
8 OVEr fiVe YEArs . ...ttt cie i eeineienens 21,196 | 22,079 [ 22,910 23,833 24,995| 24,292 24,6431 24,512 25,268
9 Other SECUMItIES . . . ..ottt et eanes 67,676/ | 66,893 | 68,170 68,9621 69,450 70,818 71,633 | 72,193 74,154
10 Trading @CCOURt ... ..ooiuvt ittt eieinniacnneeraens 5,334 4,380 5,311 5,543 5,435 ,894 6,243 6,436 7,131
11 Investment 8CCOUNL ... ... .o iiteiiininiianiiiiiiennns 62,343 | 62,513 62,859 63,418 64,014 | 64,924 65,390 | 65,757 67,023
12 States and polmcal subdivisions, by matumy N 55,014 55,096 55,252 55,659 56,003 56,571 56,996 57,248 58,301
i3 One year or less ... 1964 7,982 8,014 8,181 8,216 8,605 8,805 ,886 9,646
14 Over one year ...... 47,050 { 47,114 | 47,238 47,478 | 47,788 | 47,973 48,191 48,361 48,654
15 Other bonds, corporate 7,329 7.416 7,606 7,759 8,011 8,346 8,394 8,510 8,722
16 Other trading account assets . 5,925¢ 5,884 5,777 4,655 4,363 4,480 4,145 4,426 4,914
17 Federal funds sold!........ e e 69,1607 | 62,4827| 65,1917] 53,894"f 59,056 | 58,673 58,934 | 58,976 55,949
18 To commercialbanks.....................cooiiiiiiien, 45,004 | 38,787 | 40,227 31,876 [ 35992| 36,615 35,764 | 38,916 35,446
19  To nonbank brokers and dealers in securities................ 15,0597 14,8377 17,972 1527771 15,644 15,450 15,740 12,585 13,739
20 TOOHEES o vvvvette ettt et et e e e e en e 9,097 8,857 6,992 6,741 7,420 6,607 7.430 7.474 6,764
21 Other loans and leases, gross? .............cooiviieinniiennn 733,603 731,157 730,198"| 728,02¢’| 728,212 | 732,654 | 729,882 | 732,979 | 733,957
22 Otherloans, ross?. ... ... ...coi ittt 717,496 | 715,0587) 714,2277| 712,007 712,166 | 716,581 | 713,773 | 716,842 | 717,760
23 Commercial and industrial2. ........................ ... 260,0067{ 259,0467 | 257,5217| 256,644’ 256,483 | 258,229 | 256,312 | 256,086 | 257,017
24 Bankers acceptances and commercial paper . . 2,544 2,579 2,269 184 2,215 2,324 2,228 2,148 2,071
25 Allother........coooiiin e, 257,4627 | 256,4667 | 255,252 254,457 254,268 | 255,905 [ 254,084 | 253,938 | 254,947
26 U.S, addressees. . . 253,4507{ 252,4857| 251,232r| 250,4707| 250,296 | 251,866 | 250,028 | 249,870 | 250,892
27 Non-U.S. addresse 4,011 3,982 4,020 3,989 3.972 4,038 4,056 ,068 4,055
28 Real estate 10a0S2 . .. .......ooirunieenreinrinnneneniis 192,383 192,69571 193,7387{ 193,7917] 194,171 | 194,740 | 195,998 | 196,668 | 196,897
29 To individuals for personal expenditures.................. 136,181 | 136,063 | 136,580 136,894 | 137,308 | 137,308 137,646 | 138,091 138,605
30 To depository and financial institutions ................... 46,407 97071 47,0517 46, 45,565 46,636 46,083 47,274 660
31 Commercial banks in the United States . ................ 14,4867 14,2477| 14,8227| 14,916 14,839 15,379 15,098 15,319 14,894
32 Banks in foreign countries ... 5.856 , 5,862 S17 5,151 5,290 4,665 4,852 5,031
33 Nonbank depository and other financial institutions ........ 26,0657} 26,8371 26,368 25,570-| 25,575 25,967 26,319 | 27,103 26,735
34 For purchasing and carrying securities............... e 18,813 17,364 17,651 17,394 16,635 17,554 16,174 16,844 16,712
35 To finance agricultural production. . .. 6,284" 6,198 6,144 6,151 6,124 6,123 6,144 6,093 ,042
36 To states and political subdivisions. 36,0471 35,8657 36,008"] 36,006" ,088 36,135 36,172 36,207 36,340
37 To foreign governments and official 397 3,345 3,263 3,143 3,227 3,312 3,249 3,254 3,100
38 Allother............. 17,980 17,511 16,270 15,828 16,566 16,544 15,995 16,325 16,386
39 Lease financing receivables . 16,106 16,098 15,971 16,023 16,046 16,073 16,108 16,137 16,197
40 LEss: Unearned income ............ooviviiiniiienineiinanns 4,901 4,907 4,917 4,926 4,924 4,895 903 907 4.9l6
41 Loan and lease reserve?. ... .. ... il 15,8247 15,780 15,788 15,757 15,827 16,07} 16,050 16,074 16,149
42 Other loans and leases, net2..................ooiiiiiiinn, 712,8787| 710,4707} 709,4927| 707,343| 707,461 | 711,687 | 708,929 | 711,998 | 712,892
43 All Other @assets . ....oouiiiein it 132,378 128,390 128,196/| 126,374 | 125,492 | 127,103 | 126,615 | 125,128 | 124,348
44 Total assets. .............. . i e 1,189,554 11,171,397 |1,186,348" | 1,156,868 (1,167,052 |1,171,554 |1,163,848 1,170,773 |1,175,058
45 Demand deposits. ........voiiii i s 237,852 | 221,962 | 228,1647| 209,262'| 215,803 | 215,883 | 210,136 { 217,200 | 216,839
46  Individuals, partnerships, and corporations.................. 179,905 | 170,1867 | 173,55¢/| 160,352"] 165,733 | 164,983 | 164,739 | 164,620 | 163,596
47  States and political subdivisions .................. ... ... ,75 5,108 5,407 4,835 5,105 5,412 4,417 5,329 5.324
48 U.S. gOoVernment. .. .. it 1,637 2,966 2921 2,430 2,839 2,158 1,092 3,902 2,588
49  Depository institutions in United States. P 28,422 | 24,686"| 27,460 23917) 24,116 24,991 22,954 | 24,357 24,684
50 Banks m?;yreign COUNFIES ... vvvvttriiniienenanennnnnnnn 6,521 6,889 6,545 6,689 6,058 6,671 6,192 6,263 6,712
51  Foreign governments and official institutions ................ 895 1,143 1,033 822 945 88 748 784 715
52 Cemf%cd and officers’ checks ................. ...l 14,713 10,985 11,241 10,216 11,008 10,783 9,993 11,945 13,220
53 Transaction balances other than demand deposits.............. 47,199 | 47,363 47,031 46,414 46,428 48,801 47,998 48,215 47,932

54 Nontransaction balances ..o, 494,287 | 493,9097| 495,4657 495,334| 495,499 | 497,109 | 497,341 | 498,826 X
55  Individuals, partnerships and corporations .................. 457,833 | 457,7887| 459,0567| 458,4407| 458,620 | 459,998 | 459,096 | 460,232 460,330
56 States and political subdivisions ...................... ... 24,255 X 24,278 24,370 | 24,420 24,726 25,399 25,705 790
57  U.S.BOVEIMMENL. .. .. \iettitseieiiiieniaaeinnnnn, 799 806 813 8 817 811 832 832
58  Depository institutions in the United States ................. 10,103 9,957 10,047 10,441 10,390 10,292 10,777 10,816 10,866
59 Foreign governments, official institutions and banks.......... 1,297 1,279 1,279 ,269 1,263 1,275 1,258 1,241 1,245
60 Liabilities for borrowed money .................. 246,928 1 2456707 250,766"| 242,176/ 245,768 | 248,006 | 245,884 | 241,436 | 241,759
61 Borrowmgs from Federal Reserve Banks 481 470 2 18. 150 216 200 192
62  Treasury tax-and-loan notes........... . 11,884 8,551" 781471 11,51007) 12,293 3,201 4,921 3,294 5,622
63 All other liabilities for borrowed money3.................... 234,563 | 236,9687| 241,481 230,5547] 233,290 | 244,654 | 240,747 | 237,943 | 235945
64  Other liabilities and subordinated note and debentures........ 81,5487| 80,3317| 83,031”| 81,794] 81,803 79,182 79.639 | 82,455 86,915
65 Total labllities . . ... .. ......... ... ... ... .. . . i, 11,107,814” 1,089,236 1,104,457 |1,074,9807|1,085,301 [1,088,981 1,080,998 1,088,132 | 1,092,509
66 Residual (total assets minus total labilities)®. .................. 81,7400] 82,1617| 81,8917| 81,8897 81,750 82,573 82,849 | 82,640 82,546

Memo
67 Total loans and leases (gross) and investments adjusted........ 912,4837| 911,539 917,486 { 913,060 913,433 | 919,718 | 915478 916,484 | 921,559
68 Total loans and leases (gross) adjusted?S.............. 743,272r| 740,6047| 740,340 | 735,128 | 736,438 | 739,332 | 737,954 | 737,720 739,567
69 Time deposits in amounts of $100,000 or more. 152,518 | 151,734 | 152,697 | 153,252 | 153,582 154,326 | 154,308 | 154,987 | 155,389
70 Loans sold outright to aﬁllates—lolal ..... 1,386 1,483 1,494 1,659 1,610 1,602 1,613 1,628 1,744
71 Commercial and industrial . 859 953 976 967 920 919 952 964 1,054
T2 Other....oovis i i . 526 531 518 692 691 684 661 664 689
73 Nontransaction savings deposi T ng MMDAs)........... 209,167 | 209,766 | 210,5647| 210,1667| 209,314 | 211,386 | 211,784 | 212,964 | 212,975
1. Includes securities purchased under agreements to resell. 4. This is not a measure of equity capital for use in capital adequacy analysis or
2. Levels of major loan items were affected by the Sept. 26, 1984, transaction for other analytic uses.
between Continental Illinois National Bank and the Federal Deposit Insurance 5. Exclusive of loans and federal funds transactions with domestic commercial
Corporation. For details see the H.4.2 statistical release dated Oct. 5, 1984, banks.

3. Includes federal funds purchased and securities sold under agreements to

repurchase; for information on these liabilities at banks with assets of $
more on Dec. 31, 1977, see table 1.13.

1 billion or

6. Loans sold are those sold outright to a bank’s own foreign branches,
noncensolidated nonbank affiliates of the bank, the bankfshholdmg company (if
ies of the

not a bank), and nonconsolidated nonbank

pany.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities

Millions of dollars, Wednesday figures except as noted

1986
Account
July 2 July9 | July 16 | July23 | July 30 | Aug. 6 | Aug. 13| Aug. 20| Aug. 27
1 Cash and balances due from depository institutions.............. 26,723 | 28,072 | 28,146 | 23,242 27,006 | 24,443 21,513 | 26,721 26,768
2 Total loans, leases and securitles, net! .......................... 203,780 | 199,898 | 202,334 | 196,438 | 199,965 | 199,716 | 198,826 | 200,914 | 201,286
Securities
3 U.S. Treasury and governmcm ABEACYZ . et 0 0 0 (1] 0 0 0 [ 0
4 Trading 8CCOUNIZ .. ... .ovniieeinvenieniinieniiiieriiianens 0 0 0 ] 0 0 0 0 0
5 Investment account, by maturity ...........covciiiiiiiiii 10,128 | 10,139 10,323 10,421 11,026 11,531 12,115 11,525 10,728
6 ONE YEAr OF 1855, 1 v vv vt vvivnreern st eiineeranans 1,055 1,054 1,086 1,07 1,138 993 1,142 1,265 1,215
7 Over one through fiveyears .............cooiviiiiiiinns 5,295 5,2 5,488 5,488 5,626 5,868 5,897 6,652 5,731
8 Over five years. .. .....oovvuvininirniniiveriiriiieiennis 3,778 3,820 3,750 3,859 4,262 4,670 5,075 3,608 3,782
9 Other securities? . ... ... iiiiinriiiieini s 0 0 0 0 0 0 0 0 0
10 Trading account?....... 0 0 0 0 0 0
11 Investment account 15,000 | 15,048 15,094 15,248 15,362 15,662 15,813 15,862 16,240
12 States and political subdivisions, by maturity ............... 12,994 | 13,039 13,054 | 13,169 | 13,266 13,448 13,576 | 13,614 13,958
13 One Year or 1e8S........ovvvinnisinrenieniiinieienionaes 1,534 1,483 1,485 1,536 1,562 1,655 1,716 ,666 1,732
14 OVET ONE YEAT ...t iv et iniirsainnieninaes 11,461 [ 11,556 F 11,569 | 11,633 11,705 11,792 11,860 | 11,948 12,226
15 Other bonds, corporate stocks and securities ............... ,006 009 2,039 2,079 ,095 2,215 2,237 2,248 2,281
16 Other trading acCOUNt ASSELS2 . ..\ vvevvrnererrrcnenrnnrarerenss 0 0 0 0
Loans and leases
17 Federal funds sold? .. .......oovviiiinieniiiiiniiniiiiiiies 31,623 28,4831 31,796 | 25,834 | 29,585 | 27,122 27,104 28,599 28,007
18 To commercial banks .........viuvei i, 16,304 | 13,473 15,835 12,151 14,393 13,397 13,534 | 17,010 15,436
19  To nonbank brokers and dealers in securities ................. 8, 8,103 10,458 8,011 8,798 8,572 907 5,539 7,120
20 TOOtNEIS. ... uuiuvier ettt ieiretn e inraraerananns 7,251 6,907 5,503 5,671 6,394 5,153 5,663 6,051 5,450
21 Other loans and 16aSeS, BrOSS . ... .ovvvirvrvereniiiranersinnns 152,751 151,965 1 150,910 | 150,736 | 149,832 | 151,319 | 149,736 | 150,869 | 152,291
22 Other l0ans, BroSS .. ... o.vveriineriireieeriiiierinensinnes 149,677 | 148,876 | 147,829 | 147,636 | 146,716 | 148,182 | 146,590 | 147,705 | 149,112
23 Commercial and industrial, ..............co0cviiiiiii 011 56, 056 X 55,550 | 55,760 | 56,572 | 56,263 55,939 57,054
24 Bankers acceptances and commercial paper .............. 499 480 473 501 569 552 468 449
25 ALOther ... ..ottt 56,512 S5, 488 55,560 | 55,076 | 55258 { 56,003 | 55,710 | 55,47} 56,605
26 U.S. addressees. ........oovvvuieniiiiiieiiiinienins 56,088 | 55.078 | 355.146 | Sa.671 54,855 | 55,571 55,218 55,020 56,178
27 Non-U.S. addressees .......ooovvveiinininiiienrenis 425 410 414 405 403 432 492 452 427
28 Realestate I0aNS . .....oovvvvviiiiiiiiivnniiiiinieanis 32,383 | 32,522 | 32,609 | 32,725 | 32,5821 32,685 | 32,699| 32,974 33,059
29 To individuals for personal expenditures 8,552 18,786 8,843 18,890 8,966 19,042 19,114 19,192 19,273
30 To depository and financial institutions .................... 16,353 | 16,890 | 16,781 16,714 16,137 16,425 892 16,855 16,724
3l Commercial banks in the United States . 6,928 6,795 7,008 7,195 6,875 7,117 007 7,472 6,832
32 Banks in foreign countries. ........... i, 2,387 2,749 2,883 2,656 2,221 2,360 1,798 2,077 2,431
33 Nonbank depository and other financial institutions. ......... 7,037 ,346 6,889 ,864 041 6,947 7,087 7,305 7,461
34 For purchasing and carrying securities 9,645 9,132 8,854 9,270 8,358 8,934 8,172 8,672 8,457
35 To finance agricultural production. ..... 288 275 275 278 280 276 287 278 290
36 To states and political subdivisions . ..............covvne 9,054 8,892 8,860 8,844 8,746 8,795 8,798 8,826 8,791
37 To foreign governments and official institutions ............. 1,008 956 856 738 830 905 844 851 726
38 A Other .. .. i i i 5,383 5,368 4,710 4,626 5,056 4,548 4,523 4,119 4,736
39 Lease financing receivables. .............coviiieiiiiiiiiiin 3,074 3,089 3,081 3,101 3,116 3,137 3,146 3,164 3,179
40 Less: Unearned inCOMe.........oviveniiiinareeinieeivnnaiens 1,446 1,456 1,463 1,472 1,474 1,468 1,474 1,476 1,480
41 Loan and Jease reserve...........ovvvinaeniiiiinennens 4,277 ,285 4,326 4,329 4,366 4,449 4,467 4,465 4,500
42 Other loans and leases, Net...........covvveriiveinieniinaainas 147,028 | 146,224 | 145,122 | 144,936 | 143,992 | 145,401 | 143,795 | 144,928 [ 146,311
43 Allother assets?. ... ... ... ..cooiviniiiiiieiiiiieiiiiiiii, 75,232 72,029 6,002 | 74,399 9,71 74,192 | 70,418 | 68,601 68,594
44 Total 85618 .. ........iiuiiiii ey 305,735 | 299,996 | 306,483 | 294,079 | 296,689 | 298,350 | 290,757 | 296,236 | 296,648
Deposits
45 Demand deposils . ... v.vvi ittt 64,085 | 59,054 61,319 ) 55823 | 58,093 | 55096 | 52,379 58,756 58,904
46 Individuals, partnerships, and corporations................... 41,974 39,945 41,026 | 38,014 | 40,426 36,894 35,938 | 38,829 38,154
47  States and polmcal subdivisions............oiiiiiiiicnen, 1,002 811 986 643 606 712 601 748 897
48 U.S. BOVEIMMENt. ... .....uuneiriariereeinrriereeecrersenss 218 546 601 474 658 344 151 674 495
49 Deposilorfy institutions in the United States .................. 7,113 5,818 7,381 5,856 5,482 6,086 5,325 6,193 6,232
50  Banks in foreign CoOUNtries. . ... .oouve v iiiiiiiiiiinienn, 5,142 5,491 5,189 5,359 4,780 5.369 4,932 5,014 5,438
51 Foreign governments and official institutions. ................. 750 999 814 593 788 744 609 630 564
52 Certified and officers’ checks .........covvi i, 7,886 5,444 5,322 4,883 5352 4,946 4,823 6,668 7,123
53 Transaction balances other than demand deposits
ATS, NOW, Super NOW, telephone transfers) ............. 5,475 5,480 5,443 5,430 5,462 5,730 5,665 5,681 5,676
54 Nontransactlon BAIANCES 1+« v v evervnrmasessesonnnnnoonnins 91,380 | 91,151 92,150 | 91,731 91,781 91,824 91,106 | 92,537 92,351
55 Individuals, partnerships and corporations.................... 83,112 82971| 83, 83,280 | 83,326 { 83,309 | 82,415 83,793 83,543
56  States and polmcal subdivisions. .......oviiiii i ,309 5,263 5,258 5,367 5,410 5,480 5,585 5,661 5,712
57 U.S. GOVEIMMENt . .. .vvenerreeieiaaeenieteeiieiinsiseiins 73 74 76 87 88 83 85 84 85
58  Depository institutions in the United States .................. 2,183 2,147 2,313 2,312 2,285 2, 27 l 2,356 2,344 2, 370
59  Foreign gover official i and banks ........... 703 696 696 685 672 665 655
60 Liabilities for borrowed money ............ovviiiiiiiiiiiiiin 84,922 | 84,979| 85,760 | 80,846 | 81,581 86, 546 82,496 | 78,557 76, 248
61 Borrowings from Federal Reserve Banks..................... 0 0 1,250 [1] (] 0 0
62  Treasury tax-and-loan notes ............... RN 2,827 2,529 2,245 3,479 3,594 632 1,422 800 1, 273
63 All other liabilities for borrowed money® . .................... 82,096| 82,449| 82,266 | 77,366 | 77,987 85,914 81,074 77,757 74,975
64 Other liabilities and subordinated note and debentures........... 33,102} 32,387 34,997 33,558 33,227 32,212 32, 057 33,797 36,649
65 Total liabilitles . ...............ocooiiviiiiiiiiiiiiii 278,965 | 273,052 | 279,669 | 267,387 | 270,144 | 271,408 | 263,703 | 269,328 | 269,827
66 Residual (total assets minus total liabilities)s.................... 26,770 | 26,944 26,813 26,691 26,546 | 26,943 27,054 | 26,908 26,820
MEMoO
67 Total loans and leases (gross) and investments adjusted!? .......... 186,271 ] 185,368 | 185,280 | 182,893 | 184,536 | 185,120 | 184,227 | 182,373 | 184,998
68 Total loans and leases (gross) adjusted” ........................ 161,142 | 160,180 | 159,863 | 157,224 | 158,148 | 157,927 | 156,299 | 154,986 | 158,030
69 Time deposits in amounts of $100,000 ormore.................. 33,362 33,192 33,911 33,463 33,326 33,480 32,678 | 33,374 33,229

1. Excludes trading account securities.
2. Not available due to confidentiality.
3. Includes securities purchased under agreements to resell.
4. Includes trading account securities.

5. Includes federal funds purchased and securities sold under agreements to

repurchase.

6. Not a measure of equity capital for use in capital adequacy analysis or for
other analytic uses.
7. Exclusive of loans and federal funds transactions with domestic commercial

banks.

NoTtk. These data also appear in the Board’s H.4.2 (504) release. For address,
see inside front cover.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS!' Assets and
Liabilities
Millions of dollars, Wednesday figures

1986
Account
July 2 July 9 July 16 July 23 July 30 Aug. 6 Aug. 13 Aug. 20 Aug. 27
I Cash and due from depository institutions . 9.883 9,420 10,528 9,959 11,169 10,491 9,338 9,994 10,076
2 Total loans and securities ............... 68,664 67,167 67,811 68,438 69,394 67,864 69,569 71,536 72,603
3 U.S. Treasury and govt. agency securities 5,029 4,711 5,076 4,947 4,606 4,677 5,366 5,848 5,435
4 Other SECUMtIES . . vuv v vvniiniviannn 4,489 4,546 4,508 4,597 4,659 4,741 4,879 4,997 4,985
S Federalfundssold®..................... 4,037 3,611 3,2%7 4,142 4,475 3,081 4,113 3,695 X
6 To commercial banks in the United States 3,027 2,740 2,465 3,126 3,540 2,135 3,180 2,823 3,
7 Toothers .......coivvivnviiienienens 1,010 870 772 1,016 935 946 933 872 1,034
8 Other loans, gross . 55,108 54,299 54,990 54,752 55,654 55,365 55,210 56,996 57,779
9 Commercial and industrial 32,833 32,691 32,947 32,127 32,5810 32,406 32,583 33,793 34,163
10 Bankers i
17 2,802 2,826 2,660 2,695 3, 3,048 3,047 2,975 2,993
i1 Allother .........ooviiiiiiiinne, 30,031 29,864 30,288 29,432 29,582 29,358 29,536 30,818 31,170
12 U.S. addressees.................. 27,744 27,496 28,038 27,101 27,1847 27,040 27,172 28,612 28,855
13 Non-U.S. addressees . ............ 2,287 2,369 2,49 2,330 2,398 2,317 2,368 2,206 2,315
14 To financial institutions ............... 14,397 14,532 14,448 14,907 15,313 15,471 15,278 15,454 15,718
s Commercial banks in the United States . 11,176 11,417 11,356 11,824 12,295 12,480 12,366 12,531 12,762
16 Banks in foreign countries........... 1,056 915 885 1,032 1,051 1,110 990 1,116 1,122
17 Nonbank financial institutions. ....... 2,165 2,199 2,206 2,050 1,967 1,881 1,921 1,807 1,834
18  To foreign govts. and official institutions . . 584 594 629 637 638 656 617 617 606
19 For purchasing and carrying securities . . 3,186 2,560 3,041 3,032 3,045 2,816 2,661 2,799 3,035
20 Allother......ooovviiiinreinnnienanes 4,108 3,922 3,925 4,050 4,076 4,014 4,071 4,333 4,258
21 Other assets (claims on nonrelated parties) . . 22,200 22,173 22,427 21,967 22,044 21,881 21,956 21,791 22,162
22 Net due from related institutions ......... 11,537 13,859 12,607 12,867 12,779 15,097 12,744 15,218 13,384
23 Total @sSels .....ovvuviieiiniieieannens 112,284 112,619 113,373 113,231 115, 387 115,333 113,607 118, 539 118, 226
24  Deposits or credit balances due to other
than directly related institutions . 32,898 33,018 33,303 32,834 33,853 33,374 33,994 35,144 35,725
25 T and credit balances?’ 3,454 3,981 3,259 2,918 3,370 2,968 2,810 3,354 3,368
26 Individuals, partnerships, and
COTPOrations . ............o..e 1,701 1,865 1,676 1,680 1,928 1,693 1,768 1,814 1,870
27 Other......oovoiiiiiiiiiiniinenns 1,753 2,116 1,583 1,238 1,441 1,275 1,042 1,537 1,497
28  Nontragsaction accountst ............. 29,443 25,037 30,044 29,916 30,484 30,406 31,183 31,794 32,357
29 Individuals, partnerships, and
COrporations .. ................. 23,964 23,627 24,590 23,964 24,097 23,888 24,698 25,088 25,904
30 Other........ooooiviieneiiieninnes 5.480 5,410 5.453 5,952 6,387 6,518 6,485 6,706 6,452
31 Borrowings from other than directly
refated institutions................ 47,005 45,722 46,030 45,453 45,863 47,749 44,493 50,230 47,399
32 Federal funds purchased® ............. 25,488 24,459 23,929 23,465 21,595 24,552 21,796 27,019 24,850
33 From commercial banks in the -
United States . ................. 17,460 17,278 16,958 15,026 14,990 16,788 14,583 17,556 17,284
34 Fromothers ....................... 8,027 7.181 6,972 8,438 6,605 7,765 7,213 9,462 7,566
35  Other liabilities for borrowed money. . .. 21,518 21,263 22,101 21,988 24,268 23,197 2,697 23,211 22,549
36 To commercial banks in the
United States .................... 18,739 18,736 19,319 19,190 21,256 20,078 19,850 20,218 20,108
37 Toothers..........c.ccovvvinunnnn 2,779 2,527 2,781 2,797 3,012 3,118 2,847 2,993 2,441
38 Other liabilities to nonrelated parties .. ... 23,962 23,850 24,036 23,735 23,795 23,652 23,845 23,331 23,990
39 Net due to related institutions ........... 8,418 10,029 10,004 11,208 11,876 10,557 11,275 9,834 1,11
40 Total liabilities......................... 112,284 112,619 113,373 113,231 115,387 115,333 113,607 118,539 118, 226
MeMo
4] Total loans (gross) and securities adjusted® 54,460 53,010 53,990 53,488 53,560 53,249 54,022 56,182 56,472
42 Total loans (gross) adjusteds............. 44,942 43,752 44,406 43,944 44,294 43,830 43,777 45,337 46,052
1. Effective Jan. 1, 1986, the reporting panel includes 65 U.S. branches and 4. Includes savings deposits, money market deposit accounts, and time
agencies of foreign banks that include those branches and agencies with assets of deposits.
$750 million or more on June 30, 1980, plus those branches and agencies that had 5. Includes securities sold under agreements to repurchase.
reached the $750 million asset lcvel on Dec. 31, 1984, 6. Exclusive of loans to and federal funds sold to commercial banks in the
2. lncludes sccurmes hased under ag to resell. United States.
3. ludes credit b d d deposits, and other checkable deposits.
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1.31 GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations'
Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks
td 1985 86
Type of holder 1981 | 1982 | 1983 | 1984 19
Dec. Dec. Dec. Dec.
Mar.34 June Sept. Dec. Mar. June
1 All holders—Individuals, partnerships, and
corporations. ... ... ...l i 288.9 291.8 293.8 302.7 286.3 298.4) 299.3 321.0 307.4 3224
2 Financial business ........ 28.0 354 328 317 27.3 27.9 28.1 23 318 323
3 Nonfinancial business . . 154.8 150.5 161.1 166.3 157.9 164.5 167.2 178.5 166.6 180.0
4 Consumer ........... . 86.6 859 78.5 81.5 78.9 82.8 82.0 85.5 84.0 86.4
5 Foreign ... .. . 29 30 33 1.6 3.6 3.7 35 3.5 34 3.0
6 Other ......ooviiiiiieiiiiiiiiiiniin e 16.7 17.0 17.8 19.7 18.7 19.5 18.5 21.2 21.6 20.6
Weekly reporting banks
. 19
1981 1982 1983 1984 8 1986
Dec. Dec. Dec. Dec.?
Mar.34 June Sept. Dec. Mar, June
7 All holders—Individuals, partnerships, and
COrPOTALIONS. .. ...\ veneeneiieieireiriennes 137.8 144.2 146.2 187.1 147.7 151.2 153.6 168.6 159,7 168.§

8 Financial business ................coioiiniinn 21.0 26.7 4.2 253 219 2.1 2.7 259 25.5 25.7
9 Nonfinancial business . ..............ooviiiine. 75.2 74.3 79.8 87.1 82.3 83.7 85.5 94.5 86.8 93.1
10 CONSUMEr .. ..ottt 304 31.9 29.7 30.5 30.2 31.0 31.6 33.2 32,6 349
11 FOreign ...o.vviniiiiiiiiiinnininiiacninenss 2.8 2.9 i1 34 34 3.5 33 3.1 33 29
12 Other ..o i e i 8.0 8.4 9.3 10.9 9.8 10.9 10.5 12.0 s 11.9

1. Figures include cash items in process of collection. Estimates of gross
deposns are based on reports supplied by a sample of commercial banks. Types of
itors in each y are described in the June 1971 BULLETIN, p. 466.
Flsures may not add to totals because of rounding.
Beginning in March 1984, these data reflect a change in the panel of weekly
reporting banks, and are not comparable to earlier data. Estimates in billions of
dollars or Dccember 1983 bused on the new weekly reporting panel are: financial

gus t 80.9; , 30.1; foreign, 3.1; other,
3. Beginning March 1985, fi ial busi deposits and, by implication, total
gross demand deposits have been redefined to exclude d d deposits due to

thrift institutions. Historical data have not been revised. The estimated volume of

such de
and $3.
4. H

corrections of
been revised, a

March 1985 were revnsed as foll

sits for December 1984 is $5.0 billion at all insured commercial banks
billion at weekly reporting banks.
istorical data back to March 1985 have been revised to account for

k reportm errors. Historical data before March 1985 have not
may conta n reronmg errors. Data for all commercial banks for

other, -.1. Data for weckl
follows (in billions of dollars

)

ows (in billions of dollars) all holders, -.3;

-.4; , .9; foreign, 1
rting banks for March 1985 were rewsed as
holders, —.1;

cial business, —.5; consumer, 1.1; foreign, .1; other, —.2.
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1.32 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollars, end of period

1986
1981 1982 1983 1984 1985
Instrument Dec. Dec. Dec. Dec. Dec.
Feb. Mar. Apr. May June July
C cial paper ( lly adjusted unless noted otherwise)
T Allissuers ..............ooiiinenns 165,829 | 166,436 | 187,658 | 237,586 | 300,899| 297,862 301,110 297,168 | 309,843 | 310,711 | 311,435
Financial companies?
Dealer-placed paper*
2 Total ....oviiiiiiiiiiiiiiin 30,333 34,605 44,455 56,485 78,443 78,136 84,071 83,871 87,423 89,757 90,038
3 Bank-related (not seasonally
justed) .. ..o 6,045 2,516 2,441 2,035 1,602 1,475 1,348 1,520 1,575 1,568 1,772
Directly placed paper’
4 Total ...ivveiiieiiiiiiiiiii 81,660 84,393 97,042 | 110,543 | 135,504 134,443| 135,510 135,801 142,252 142,933 | 142,121
5  Bank-related (not seasonall .
adjusted) ........ e . 26,914 32,034 35,566 42,105 44,778 36,948 37,013 37,835 39,009 40,147 39,067
6 Nonfinancial companiesé . ............ 53,836 47,437 46,161 70,558 86,952 85,283 81,529 77,436 80,168 78,021 79,276
Bankers dollar p {not Hy adjusted)’
TTotal.......covviiiiiiei e 69,226 79,543 78,309 77,121 68,118 67,188 66,882 66,238 66,759 67,080 66,437
Holder
8 Accepting banks ....... 10,857 10,910 9,355 9,811 11,174 12,331 13,061 12,287 12,216 12,789 11,577
9 Ownlgﬁls. cee A ,471 8,125 8,621 9,448 10,105 10,722 10,261 10,254 10,641 9,257
10 _ Bills bought ......... 1,115 1,439 1,230 1,191 1,726 2,225 2,339 2,026 1,962 2,147 2,320
Federal Reserve Banks
11 Ownaccount ........ 195 1,480 418 0 0 ] 0 0 0 ] 0
12 _ Foreign correspondents . 1,442 949 729 671 937 874 8 746 664 896 931
BOthers .. ....vviiiiiiiiiiiniinenss 56,731 66,204 67,807 66,639 56,004 53,984 52,944 53,202 53,880 53,396 53,929
Basis
14 Imports into United States 14,765 17,683 15,649 17,560 15,147 14,806 13,595 14,464 15,094 15,106 15,601
15 Exports from United States . 15,400 16,328 16,880 15,859 13,204 13,115 3,410 13,473 ;3,574 13,721 13,781
16 Allother ........coovvvvniiennnenn, 39,060 45,531 45,781 43,702 39,765 39,268 39,878 38,299 8,091 38,254 37,056

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 botrowings under any master note
agreements from the reported data, and the reclassification of a large portion of
bank-related paper from dealer—placed to directly placed.

2. Correction of a previous misclassification of paper by & 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
underwniting; and other investment activities.

Tad, £

4. I ial ipany paper sold by dealers in the open market.
_ 5. As reported by financial companies that place their paper directly with
investors.

6. Includes public utilities and firms engaged primarily in such activities as
communications, construction, ing, mining, wholesale and retail trade,
transportation, and services,

7. Beginning October 1984, the number of respondents in the bankers accept-
ance survey were reduced from 340 to 160 institutions—those with $50 million or
more in total acceptances, The new reporting group accounts for over 95 percent
of total acceptances activity.

1.33 PRIME RATE CHARGED BY BANKS on Short-Term Business Loans

Percent per annum

Effective date Rate Effective Date Rate Month Average Month Average
rate rate
11.50 }1985—Jan. 15 10.50 11.00 10.31
12.00 May 20 10.00 11.00 9.78
12.50 June 18. 9.50 11.21 9.50
13.00 1193 9.50
12.75 11986—Mar. 7 9.00 12.39 9.50
12.50 Apr. 21 8.50 12.60 9.50
12.00 July 11 8.00 13.00 9.50
11.75 Aug. 26 7.50 13.00 9.50
11.25 12.97
10.75 12.58 9.50
11.717 9.50
11.06 9.10
8.83
10.61 8.50
10.50 8.50
10.50 8.16
10.50 7.90

NOTE, These data also appear in the Board's H.15 (519) release. For address,
see inside front cover,
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(.35 INTEREST RATES Money and Capital Markets

Averages, percent per annum; weekly and monthly figures are averages of business day data unless otherwise noted.

1986 1986, week ending
Instrument 1983 1984 1985
May June July Aug. Aug. | | Aug. 8 |Aug. 15 | Aug. 22 | Aug. 29
MONEY MARKET RATES
1 Federal funds!.2...............000000 9.09 10.22 8.10 6.85 6.92 6.56 6.17 6.32 6.36 6.31 6.38 5.87
2 Discount window borrowing!:23. ... ..., 8.50 8.80 7.69 6.50 6.50 6.16 582 6.00 6.00 6.00 6.00 5.50
Commercial paper4>
3 lemonth...............ccci 8.87 10.05 7.94 6.72 6.79 6.42 6.02 6.28 6.26 6.17 5.95 5.64
4 Jmonth.............ooiiiiiiiin, 8.88 10.10 7.95 6.62 6.71 6.33 592 6.21 6.20 6.05 5.82 5.57
5 6month......cooivviiiniiiiriaiians 8.89 10.16 8.01 6.53 6.63 6.24 5.83 6.16 6.13 593 513 5.49
Finance paper, directly placed*?
6 smonth. ... il 8.80 9.97 791 6.73 6.80 6.42 5.98 6.31 6.27 6,08 5.89 5.61
7 3month...........coooiiiiiieinin 8.70 9.73 7.77 6.46 6.61 6.31 594 6.23 6.20 6.03 5.84 5.62
8 6month..............cccovviinnns 8.69 9.65 7.75 6.33 6.53 6.24 5.90 6,18 6.16 597 5.81 5.59
Bankers acceptances’6
9 3month.....................l 8.90 10.14 7.92 6.54 6.60 6.23 5.80 6.15 6.07 5.92 571 5.44
10 6month...o.coivvviiiiiiiiiinin, 8.91 10.19 7.96 6.45 6.49 6.14 571 6.10 597 5.77 5.63 5.38
Certificates of deposit, secondary market’
11 1-month 8.96 10.17 7.97 6.68 6.79 6.43 597 6.30 6.21 6.07 591 5.63
12 3-month 9.07 10.37 8.05 6.65 6.73 6.37 592 6.29 6.21 6.03 5.82 5.57
13 6-month 9.27 10.68 8.25 6.64 6.72 6.36 5.92 6.30 6.21 6.02 5.81 5.57
14 Eurodollar deposits, 3-month® ......... 9.56 10.73 8.28 6.86 6.95 6.54 6.06 6.49 6.38 6.26 6.04 579
U.S. Treasury bills
Secondary market?
15 Jmonth...........ovviiiiinn 8.61 9.52 7.48 6.15 6.21 5.83 5.53 5.83 5.71 5.60 5.48 5.27
16 6month.............ocvvvvninns . 8.73 9.76 7.65 6.19 6.27 5.86 558 5.85 5.77 5.59 5.50 5.31
17 T-y@ar. .. ov v 8.80 9.92 7.81 6.25 6.32 5.9 5.60 591 5.81 5.67 5.52 536
Auction averagel?
18 Jmonth........covvvniiiiniinins 8.52 9.57 7.47 6.12 6.21 5.84 5.57 5.86 5.70 5.60 .64 532
19 6month,...............covvun 8.76 9.80 7.64 6.16 6.28 585 558 5.89 573 5.60 5.65 5.35
20 Ioy@ar. v v i 8.86 9.91 7.83 6.17 6.59 598 582 582 na n.a. n.a. 533
CAPITAL MARKET RATES
U.S. Treasury notes and bonds!!
Constant maturities'?
21 1-year. 9.57 10.89 8.43 6.65 6.73 6.27 5.93 627 6.16 6.01 585 5.67
22 2-year. 10.21 11.65 9.27 7.07 7.18 6.67 6.33 6.65 6.58 6.42 6.21 6.05
23 3-year. 10.45 11.89 9.64 7.27 7.41 6.86 6.49 6.89 6,75 6.55 6.35 6.25
24 S-year. 10.80 12.24 10.13 7.52 7.64 7.06 6.80 7.10 7.06 6.87 6.70 6.55
25 7-year. 11.02 12,40 10.51 7.65 7.78 7.22 7.01 7.29 7.26 7.06 6.88 6.81
26 10-year 11.10 12.44 10.62 771 7.80 7.30 717 7.41 7.39 7.19 7.04 7.02
27 20-year. . 11.34 12.48 10.97 7.81 7.69 7.29 7.28 7.47 7.47 7.28 7.18 717
28 30-year.,..........o0ne 11.18 12.39 10.79 7.52 7.57 2.27 7.33 7.50 7.51 7.31 7.22 7.24
Composite!?
29 Over 10 years (long-term) ......... 10.84 11.99 10.75 8.02 8.23 7.86 172 8,05 7.98 7.69 7.58 7.59
State and local notes and bonds ’
Moody’s seriesl4
30 Aaa. 8.80 9.61 8.60 71.22 7.49 7.24 7.11 7.40 7.30 7.10 6.95 6.80
3 10.17 10.38 9.58 7.84 8.14 7.95 7.81 8.10 8.10 7.80 7.65 7.40
32 Bond Buyer series!? 9.51 10.10 9.11 7.54 7.87 7.51 7.21 7.54 7.53 7.33 7.06 6.93
Corporate bonds
Seasoned issues!6 )
33 All industries . . 12.78 13.49 12.05 9.69 9.73 9.52 9.44 9.55 9.55 9.47 9.38 9.35
34 Aaa. 12.04 1271 11.37 9.09 9.13 8.88 8.72 8.88 8.85 8,74 8.66 8.62
35 Aa 12.42 13.31 11.82 9.43 9.49 9.28 9.22 9.34 9.33 9.24 9.16 9.16
36 A 13.10 13.74 12.28 9.94 9.96 9.76 9.64 9.7 9.7 9.65 9.60 9.57
37 Baa.....coiiniiiiiiiin, . 13.55 14.19 12.72 10.29 10.34 10.16 10.18 10.28 10.29 10.26 10,12 10.04
38 A-rated, recently-offered utility
bonds!? ..., 0L e 12.73 13.81 12.06 9.50 9.65 9.57 9.51 9.69 9.60 9.49 9.45 9.32
Memo; Dividend/price ratio!8
39  Preferred stocks. . 11.02 11.59 10.49 9.00 8.89 8.68 8.42 8.58 8.55 8.50 8.32 8.30
40 Commonstocks.......... 4.40 4. 4.25 3.42 3.36 3.41 3.36 3.49 3.49 3.36 3.31 3.26

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 gag)er). or finance companies (in the case of finance gx:fer).
Before November 1979, maturities for data shown are 30~-59 days, 90-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and 150~
179 days for finance paper.

5. Yields are c{uote on a bank-discount basis, rather than an investment yield
basis (which would give a higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
(which may be, but need not be, the average of the rates quoted by the dealers).

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 quoted 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 vield curve at fixed maturities. Based on only recently issued,
actively traded secutities.

13. 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.

14, General obligations based on Thursday figures; Moody’s Investors Service.

15. General obligations only, with 20 years to maturity, issued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody’s Investors Service. Based on yields to maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and S years of
call protection, Weekly data are based on Friday quotations.

18, Standard and Poor's corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

NoTE. These data also appear in the Board's H.15 (519) and G.13 (415) releases.
For address, see inside front cover.
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1.36 STOCK MARKET Selected Statistics
1985 1986
Indicator 1983 1984 1985
Dec. Jan. Feb. | Mar. | Apr. May June July Aug.
Prices and trading (averages of daily figures}
Common stock prices
1 New York Stock Exchange
(Dec. 31,1965 = 50). . ..ovovveneeaenennn. 92.63 | 92.46 | 108.09 | 119.33 1 120.16 | 126.43 | 133.97| 137.25] 137.37} 140.82 | 138.32 | 140.91
2 Industrial .......... 107.45 | 108.01 | 123.79 | 136.77 § 137.13 | 144.03 | 152.75| 157.35] 158.59  163.15 | 158.06 | 160.10
3 Transportation. ... 89.36 | 85.63 | 104.11 | 113.521 115,72 | 124.18 | 128.66( 125.92] 122.21 | 120.65 | 112.03 | 111.24
4 Utlity ........... 47.00 | 46.44 | 56.75 | 61.69| 62.46] 65.18| 68.06( 69.35] 68.65 70.69 | 74.20 77.84
B T 95.34 | 89.28 | 114.21 | 128.86 | 132.36 | 142.13 | 153.94| 154.83| 151.28 ( 151.73 | 150.23 | 152.90
6 Standard & Poor's Corporation (1941-43 = 10)! ... | 160.41 | 160.50 | 186.84 | 207.26 | 208.19 { 219.37 | 232.33| 237.97] 238.46 | 24530 | 240.18 | 245.00
7 American Stock Exchange
(Aug. 31,1973 =50).........ovvvineninnn 216.48 | 207.96 } 229.10 | 243.28 ] 245.27 | 246.00 | 264.91} 270.59] 274.221 281.18 | 269.93 | 268.55
Volume of trading (thousands of shares)
8 New York Stock Exchange. .. 85,418 | 91,084 109,191 {133,446 (130,872 |152,590 | 160,755 146,330 | 127,624 | 126,151 | 137,709 | 128,661
9 American Stock Exchange .............. 8,215 | 6,107 | 8,355 | 11,890 | 11,105 | 14,057 | 15,902 ,503| 11,8701 12,795 | 10,320 B
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker—dealers? ................. 23,000 | 22,470 | 28,390 | 28,390 | 26,810 | 27,450 | 29,090 30,760 32,370 | 32,480 | 33,170 | 34,550
Free credit balances at brokerst
11 Margin-aceount’ ............oiiiiiiieiie [ 1,755 | 2,715 | 2,745 2,645% 2,545| 2,715 3,065 2,405 2,585 2,570 3,035
12 Cash-account . ..........oovviiiinniiniiananns 8,430 | 10,215 | 12,840 | 12,840 | 11,695 { 12,355 | 13,920 14,340; 12,970 13,570 | 14,600 { 14,210
Margin-account debt at brokers (percentage distribution, end of period)®
B3 Total ..o.ooi e 100.0 | 100.0 | 100.0 | 100.0 | 100.0) 100.0| 100.0| 100.0] 100.0 100.0
By equity class (in percent)’
14 Under 40. 22.0 18.0 34.0 34.0 32.0 28.0 29.0 29.0 30.0 31.0
15 40-49. 2.0 18.0 20.0 20.0 210 19.0 19.0 20.0 19.0 20.0
16 50-59. 16.0 16.0 19.0 19.0 19.0 21.0 22.0 20.0 22.0 20.0 n.a. n.a.
17 60-69. 9.0 9.0 11.0 1.0 110 13.0 13.0 13.0 12.0 13.0
18 70-79 6.0 5.0 8.0 8.0 8.0 9.0 8.0 9.0 8.0 8.0
19 80 or more 6.0 6.0 8.0 8.0 9.0 10.0 9.0 9.0 9.0 8.0
Special 11 count bal at brokers (end of period)é
20 Total bal (militons of doftars)® ............... 58,329 | 75,840 | 99,310 { 99,310 | 99,290 (104,228 | 103,450 | 105,790 | 109,620 | 112,401 T r
Distribution by equity status (percent)
21 Netcreditstatus ..........coviiiiieaiianin.... 63.0 59.0 58.0 58.0 59.0 60.0 61.0 59.0 58.0 59.0 n.a. n.a.
Debt status, equity of
22 GO PErcEnt O MOTE . ...\ voverrrennenrannnnens 28.0 29.0 310 31.0 33.0 32.0 31.0 33.0 33.0 32.0 l
23 Lessthan60percent ..............coovvevninn. 9.0 11.0 11.0 1.0 8. 8.0 8.0 8.0 9.0 9.0
Margin requirements (percent of market value and effective date)®
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
24 Margin StockS ..o 70 80 65 55 65 50
25 Convertible bonds 50 60 50 50 50 50
26 Shortsales ..........cooviieiiiiii i 70 80 65 55 65 50

t. Effective July 1976, includes a new ﬁnanciilogrou , banks and insurance

companies. With this change the index includes industrial stocks (formerly

:125), 20] wransportation (formerly 15 rail), 40 public utility (formerly 60), and 40
nancial.

2. Beginning July 5, 1983, the American Stock Exchange rebased its index
effectively cutting previous readings in half.

3. Beginning July 1983, under the revised Regulation T, margin credit at
broker-dealers includes credit extended against stocks, convertible bonds, stocks
acquired through exercise of subscriFtion rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984, and margin credit at
Proker;d;glers became the total that is distributed by equity class and shown on
ines 17-22.

4. Free credit balances are in accounts with no unfulfilled commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series beginning June 1984. .

6. In July 1986, the New York Stock Exchange stopped reporting certain data
items that were previously obtained in a hly survey of a le of brokers

and dealers. Data items that are no longer reported include distributions of margin
debt by equity status of the account and special miscellaneous-account
balances.

7. Each customer's equity in his collateral (market value of collateral less net
debit balance) is expressed as a gercentnge of cirrent collateral values.

8. Balances that may be used by customers as the margin deposit required for
additional purchases. Balances may arise as transfers based on loan values of
other collateral in the 's margin or deposits of cash (usually sales
proceeds) occur,

9. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in accordance with the Securities Exchange Act of 1934, limit the
amount of credit to purchase and carry margin stocks that may be extended on
securities as collateral by prescribing a8 maximum loan value, which is a specified
percentage of the market value of the collateral at the time the credit is extended.
Margin requirements are the difference between the market value (100 percent)
and the maximum loan value. The term '‘margin stocks'’ is defined in the
corresponding regulation.
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1.37 SELECTED FINANCIAL INSTITUTIONS Selected Assets and Liabilities

Millions of dollars, end of period

1985 1986
Account 1983 1984
Oct. Nov. Dec. Jan.” Feb.r Mar.” Apr.r May June July Aug.
Savings and loan associations
T Assets. ...........coviiinn 773,417 | 903,488 | 932,790 942,212 | 948,781 | 938,467 | 943,027 | 947,293 | 954,189 | 962,511 | 953,703 | 957,305 | 964,598
2 Mortgages. .........oooieunes 494,789 | 555,277 | 580,780 {583,262 | 585,462 | 578,472 | 576,608 | 574,606 1 575,297 | 575,073 565,094’ | 565,218 | 566,671
3 Mortgage-backed securities. ...| ....... |....... 99,088 | 96,844 | 97,303 | 96,891 | 98,482 | 99,332 | 102,422 | 107,304" | 112,1537| 112,018 | 112,682
h and investment secunues' 104,274 | 124,801 | 114,896 | 123,670 | 126,7127 | 123,415 | 127,027 | 131,392 | 131,665 | 134,897-| 130,954" | 132,890 | 138,885
5 Other...........coovvvvvnins 174,354 | 223,396 | 239,102/ | 237,275 | 238,833 | 236,850 | 239,392 | 241,204 | 247,226 | 252,539 257,653 | 259,194 | 259,039
6 Liabilities and net worth. ... ... 773,417 | 903,488 | 932,790 |942,212 | 948,7817 | 938,467 | 943,027 | 947,293 | 954,189 | 962,511 | 953,703 | 957,305 | 964,598
7 Savings capital............... 634,455 | 725,045 | 741,585" | 744,6977 | 750,071 | 745,218 | 747,013 | 752,056 | 750,348 | 751,153"| 743,989’ | 746,916 | 748,987
8 Borrowed money ............ ,127 | 125,666 | 130,7057 | 134, 9387 | 138,798 | 131,521 | 131,671 | 133,461 | 139,526 | 144,123 | 147,011 | 145,662 | 147,739
9 FHLBB................... 52,626 | 64,207 | 72,639 72,370 3,888 | 71,488 | 71,214 | 70,464 | 73,815 | 73,5200| 73,55¢'| 75,051 | 75,586
10 Other...........oovvvvnnens 39,501 | 61,459 | 58,066" | 62,568 | 64,910-| 60,033 | 60,457 | 62,997 | 65,711 | 70,603 73,455¢| 70,611 { 72,153
11 Other.........coocvvvinennens , 17,944 | 21,3977 | 22,9497 19,0457 | 21,024 | 23,128 | 20,014 | 22,080 | 24,795¢| 21,0847 22,913 | 24,818
12 Networth? . ................. 30,867 | 34,833 | 39,292 | 39,820 | 41,064" | 40,704 | 41,218 | 41,761 | 42,235 | 42,4417 41,619 | 41,814 | 43,055
MEeMo
13 Mortgage loan commitments
outstanding?............. 54,113 | 61,305 | 59,149 | 59,280 | 56,051 | 51,130 | 52,542 | 54,520 | 55,751 | 57,9647 57,4817 55,488 | 53,612
FSLIC-insured federal savings banks
14 Assets. . ..............co0inen 64,969 | 98,559 | 128,415 |[130,754 | 131,868 | 142,067 | 146,510 | 152,816 | 155,685 | 164,130 | 180,107" | 183,242 | 186,704
15 Mortgages. .................. 38,698 | 57,429 | 72,093 | 72,852 | 72,355 | 78,984 | 81,641 | 84,836 | 86,599 | 89,166/ [ 99,7437 | 101,192 | 102,416
16 Mongage-bncked securities....| 7,172 9,949 | 14,549 | 15,386 | 15,676 | 16,620 | 16,367 | 17,851 | 18,661 | 19,849/ 21,567 5 y
170ther.. . .........ovvniiinn 6,595 10,971 11, 831 11 895 1n 723 13,254 13,760 13,936 14, 1592 15,0627 16, s2r 17,718 17,798
18 Liabilitles and net worth. ...... 64,969 | 98,559 | 128,415 [130,754 | 131,868 | 142,067 | 146,510 | 152,816 | 155,685 | 164,1307 | 180,107" | 183,242 | 186,704
19 Savings capital. .............. 53,227 | 79,572 | 101,874 1102,937 | 103,462 | 111,808 | 114,743 | 119,434 | 121,133 | 126,123 | 138,1687 | 140,610 | 142,805
20 Borrowed money ............ 7477 | 12,798 | 17,672 | 18,606 | 19,323 | 20,419 | 21,254 | 22,743 | 23,196 | 25,686’ | 28,479"| 28,697 6,460
20 FHLBB............covovnn 4,640 7,515 9,935 | 10,353 | 10,510 11,151 11,283 12,064 12,476 | 12,830 | 15,301 15,8 13,230
22 Other.........ovcivvvanns 2,837 5,283 1,137 ,253 8,813 9,268 9,971 | 10,679 | 10,720 | 12,85¢/| 13,1787 12,831 13,230
20ther...........coevvevnenns 1,157 1,903 2,893 3,113 2,732 2,983 3,397 3,291 3,755 4,338 4,273 4,507 4,861
24 Networth...............ov0. 3,108 4, 286 5,975 6,098 6,351 6,857 7,118 7,349 7,599 7,982 9,18¢/| 9,427 9,650
MeMo
25 Mortgage loan commitments
outstanding3............. 2,151 3,234 5,653 5,636 5,358 6,707 7,718 8,330 8,287 8,762r1  9,299/| 10,134 9,383
Savings banks
26 Assets................c.0inunn 193,538 | 203,898 | 215,893 |216,793 | 216,776 | 216,673 | 218,119 | 221,256 | 222,542 | 226,495 | 223,239 | 224,569
Loans
27 Mortgage..............00n 97,356 | 102,895 | 109,171 109,494 | 110,371 | 108,973 | 109,702 | 110,27t 11,813 | 112,417 | 110,877 | 111,971
28 S ther.........ooovviennnn 129 | 24,954 | 29967 | 31,217 | 30,876 | 31,752 | 32,501 | 34,873 | 34,591 | 35,500 | 36,684 | 36,421
ecurities
U.S. government. .......... 15,360 | 14,643 | 13,734 | 13,434 | 13,111 | 12,568 | 12,474 | 12,313 | 12,013 | 13,210 | 12,111 | 12,297
30  Morigage-backed securities...| 18,205 | 19,215 | 20,012 828 | 19,481 | 21,372 ] 21,525 | 21,593 1,885 | 22,546 X 22,954
31 State and local government...; 2,177 2,077 2,163 2,148 2,323 2,298 2,297 2,306 2,372 2,343 2,280 | 2,309
32 Corporate and other........ 25,375 | 23,747 | 23,039 | 22,816 | 21,199 | 20,828 | 20,707 | 20,403 | 20,439 | 20,260 | 20,355 | 20,862
33Cash ..o 6,263 4,954 4,893 171 6,225 5,645 | 5.845 5,570 | 6,225 ,300 | 4,651 n.a
34 Otherassets........ooovvivns 9,670 | 11,413 | 12,914 | 13,085 [ 13,113 IJ 237 | 13267 | 130652 | 13859 | 13,994 | 13232 | 13,104
35 Liabilities ................... 193,535 | 203,898 | 215,893 | 216,793 | 216,776 | 216,673 | 218,119 | 221,256 | 222,542 | 226,495 | 223,239 | 224,569
36 De snts .................... 2, 180,616 | 187,239 187,552 | 185,972 | 186,321 | 186,777 | 188,960 | 189,025 | 190,310 | 188,987 | 188,615
8u .................. 170,135 | 177,418 | 183,296 |183,716 | 181,921 | 182,399 | 182,890 | 184,704 | 184,580 ) 185,716 | 183,847 | 183,433
rdinary savings......... 38,554 | 33,739 | 33,303 | 33,638 | 33,008 | 32,365 | 32,603 3,021 | 33,057 | 33,577 | 33,985 Wb
39 Time ... ......coviiinnns 95,129 | 104,732 | 104,024 104,116 | 103,311 | 104,436 | 104,588 | 105,562 | 105,550 ,146 | 103,013 | 102,374
40 Other..........ocovvveinne S5 Rl 3,943 38 4,051 922 3,88 4,256 4,44 4,594 5,140 5,182
41 Qther liabilities .............. 10,154 | 12,504 | 15,996 | 16,309 l7 414 | 17,086 | 17,793 | 18,412 | 19,074 | 21,384 | 19,205 | 20,641
42 General reserve accounts ..... 10,3 10,510 | 12,299 | 12,567 | 12 823 12,925 13,211 13, '548 14,114 | 14,519 | 14,746 | 15,084 A
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1985 1986
Account 1983 1984
Oct. Nov Dec. Jan.” Feb.r Mar.’ Apr. May June July Aug.
Credit unions’
43 Total asseisiiabilities and capital . | 81,961 | 93,036 114,783 117,029 118,000 118,933] 122,623 126,653 | 128,229 132,415 134,703
44  Federal ... 63,2051 76,415 77,829 77.861| 78,619] 80,024| 82,275| 83,543 86,289 87,579
45 State .... 29,831| 38,368 39,200 40,149 40,314] 42,599 44,378 44,686| 46,126| 47,124
46 Loans outstanding 62,561 71,8111 72.404| 73,513| 73.513] 74,207} 75,300| 76,385| 76,774| 77,847 n.a n.a
47  Federal 42,337] 47,065 47,538] 47,933 48,055 48,059 48,633 49,756} 49,950| 50,613
48 State .......... 20,2241 24,7461 24.866( 25,580 25.458{ 26,148 26,6671 26,629{ 26.824( 27,234
49 Savings.......... 84,348| 103,677| 105,384] 105,963 | 107,238] 110,541 114,579 116,703 | 120,331| 122,952
Federal 57,5391 70,063 71,117 70,926 2,166 73,2271 75.,698| 77,11 79,47 A
51 State ........oiviiiiinil 26,809f 33,614] 34,267] 35,037| 35072f 37,314| 38,881| 39,591| 40,852 41,977
Life insurance companies
52 Assets. ... ...o.iiiiininan 654,948 1722,979| 791,483| 802,024 816,203 | 831,716] 839,856 848,535 | 855,605 | 863,610
Securities

53 Government............... 50,752 | 63,899 72,334f 73,451 77,230| 75937 76,761} 77,965| 78,494 79,05)
54 United Statest . . .| 28,636 | 42,204 9, 50,321 53,559| 52,243] 53,264| 54,289 54,705 55,120
55 State and local. . 9, 8,713 9,475 9,615| 10,086 9,869 9,588 9,674 9,869 9,930
56 Foreign? ....... 12,130 | 12,982 13,559f 13,515] 13,585 13,825] 13,909| 14,002] 13,920 14,001
57 Business......... 322,854 {359,333 403,832 410,141 414,424 | 428,979 435,758 | 440,963 | 445,573 | 450,279 n.a n.a n.a
38 Bonds . 7, 5, 331,675| 335,129| 337,205 351,402] 354911 | 357,196} 361,306 364,122
39 Stocks . 64,868 | 63,335) 72,157} 75.012f 77.,219% 77,577} 80,847| 83,767| 84,267 86,157
60 Mortgages. . 150,999 |156,6! 165,687 167,306 170,460 | 172,324] 172,997 | 174,823 | 175,951 | 177,554
61 Real estate . 22,234 | 25,767 28,637 8,844 28,662 ,035( 29,356] 29,804} 30,059 30,025
62 Policy loans ........ .| 54,063 § 54,505] 54,1421 54,121 54,2001 54,264] 54,267| 54,2731 54,2721 54,351
63 Otherassets................. 54,046 { 63,776] 57,313 68,161 71,227 57,090 57,351 57,753 57.492| 57.802

1. Holdings of stock of the Federal Home Loan Banks are in “‘other assets.”
2. Includes net undistributed income accrued by most associations.
3. As of July 1985, data include loans in process.
4. Excludes checking, club, and school accounts.
S. Data include all federally insured credit unions, both federal and state
chartered, serving natural persons.
6. Direct and guarantecd obligations. Excludes federal agency issucs not
guaranteed, which are shown in the table under ‘‘Business’" securities.
7. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.
NoTE, Savings and loan associations: Estimates by the FHLBB for all
associations in the United States based on annual benchmarks for non-FSLIC-
insured associations and the experience of FSLIC-insured associations.

FSLIC-insured federal savings banks: Estimates by the FHLBB for federal
savings banks insured by the FSLIC and based on monthly reports of federally
insured institutions.

Savings banks: Esti by the N 1 Council of Savings Institutions for all
savings ‘banks in the United States and for FI DIC-insured savings banks that have
converted to federal savings banks,

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance companies: Estimates of the American Council of Life Insurance
for all life insurance companies in the United States. Annual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value. Adjustments for interest due and accrued and for
differences between market and book values are not made on cach item separately
but are included, in total, in ‘‘other assets.”
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1.38 FEDERAL FISCAL AND FINANCING OPERATIONS

Millions of dollars

Calendar year
. Fiscal Fiscal Fiscal
Type of account or operation year ear year
ee 1983 ?984 1985 1986
Mar. Apr May June July Aug.
U.S. budget!
1 Receipts, total ......... P 600,562 666,457 733,99% 49,557 91,438 46,246 77,024 62,974 56,523
2 On-budget ...... . n.a. n.a. n.a. 32,203 69,130 30,004 S 47,571 s
3 Off-budget ...... o n.a. n.a. n.a. 17,355 22,308 16,242 18,624 15,402 15,119
4 Outlays, total . ..... . 808,273 851,796 945,927 9,700 81,510 85,642 78,034 85,203 84,434
5  On-budget .. .. n.a. n.a. n.a. 63,660 67,276 69,611 60,982 X 68,112
6 Off-budget ............ n.a, n.a, n.a. 6,040 14,234 16,031 17,052 15,599 16,322
7 Surplus, or deficit (), total —-207,711{ ~-185,339 | -211,931 -30,142 9.9: ~-39,39% -1,011 -22,229 -27911
8  On-budget n.a. na. n.a. 31,457 1,854 ~39,607 ~2,583 —22,033 26,708
9 Off-budget n.a. n.a. n.a. 1,315 8,074 21 1,572 -196 -1,203
Source of financing (total)
10 Borrowing from the public ............ 212,424 170,817 197,269 8,441 14,213 17,960 18,500 14,980 20,278
11 Cash and monetary assets (decrease, or
increase (=))2.......coiiiiiiae -9,889 5,636 10,673 14,093 -22,542 2,774 —-13,065 3,972 10,298
12 Otherd ... 5,176 ,885 B 7,608 -1,59 -1,338 —4,424 3,277 2,665
MEemo
13 Treasury operating balance (level, end of
Perod). . oo\t 37,057 22,345 17,060 12,246 34,417 12,808 24,641 20,810 10,428
14 Federal Reserve Banks ............... 16,557 3,791 4,174 3,280 15,550 3,083 3,143 3,983 1,106
15 Tax and loan accounts................ 20,500 18,553 12,886 8,966 22,867 9,725 21,498 16,827 9,322
1. In accordance with the Balanced Budget and Emergency Deficit Control Act 3. Includes accru _payable to the public; allocations of special

of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are now shown as separate accounts under the
agencies that use the FFB to finance their programs. The act has also moved two
social security trust funds (Federal old-age survivors insurance and Federal

disability insurance trust funds) off-budget.

2. Includes U.S. Treasury operating cash accounts; SDRs; reserve position on
the U.S. quota in the IMF; loans to International Monetary Fund; and other cash

and monetary assets.

ed i
drawing rights; deposit funds; n

liability (

ing) and asset

currency valuation adjustment; net gai

profit on the sale of gold.

SOURCE. “Monthlx Treasury Statement of Recei;
e “‘Daily Treasury Statement.

Government,” and t

In¢

checks outstand-
on gold; net gainfloss for U.S.
n/loss for IMF valuation adjustment; and

pts and Qutlays of the U.S.



1.39 U.S. BUDGET RECEIPTS AND OUTLAYS

Miitions of dollars

Federal Finance A29

Calendar year

Fiscal Fiscal
Source or type year year
1984 {985 1984 1985 1986 1986
H2 Hi H2 Hi June July Aug.
RECEIPTS
P Alsources. ........ocovvvuveiiininen,. 666,457 733,996 341,392 380,618 364,790 394,345 77,024 62,974 56,523
2 Individual income taxes, net............. 295,960 330,918 157,229 166,783 169,987 169,444 36,412 31,438 25,764
3 Withheld ............... ..ol 279,350 298,941 145,210 149,288 155,725 153,919 X 30,329 24,504
4  Presidential Election Campaign Fund . .. k3] 35 5 29 6 31 4 2 1
5 Nonwithheld......................... 81,346 97,685 19,403 76,155 22,295 78,981 13,411 2,838 2,846
6 Refunds.....................oooi.l 64,770 65,743 7,387 58,684 8,038 63,488 1,871 1,732 1,587
Corporation income taxes
7 Grossreceipts .........iiiiiiiinin.. 74,179 77,413 35,190 42,193 36,528 41,946 11,698 4,483 1,997
8 Refunds.................c.ooiaonl, 17,286 16,082 847 8,370 7,751 9,557 1,031 , 922
9 Social insurance taxes and contributions,
11 241,902 268,805 118,690 144,598 128,017 156,714 24,399 21,564 23,738
10 Employment taxes and
contributions!.................... 212,180 238,288 105,624 126,038 116,276, 139,706, 23,672 19,675 19,529
11 Self-employment taxes and
contributions?. ................... 8,709 10,468 1,086 9,482 985 10,581 1,407 —264 0
12 Unemployment insurance ............. 25,138 25,758 10,706 16,213 9,281 14,674 346 1,464 3,842
13 Other netreceipts® ................... 4,5 4,759 s 2,350 2,458 2,333 381 424 366
14 Excise taxes.......cocooiviiiininnnen.. 37,361 35,865 18,961 17,259 18,470 15,944 2,800 2,755 810
15 Customs deposits . .. 11,370 12,079 6,329 5,807 6,354 6,369 1,161 1,305 1,272
16 Estate and gift taxes. 6,010 6,422 029 3,204 3,323 3,487 514 612 608
17 Miscellaneous receipts® ................. 16,965 18,576 8,812 9,144 9,861 10,002 1,071 1,926 1,725
OUTLAYS
18 Alltypes ... 851,781 946,223 446,944 463,842 487,188 486,037 78,034 85,203 84,434
19 National defense ....................... 227,413 252,748 118,286 124,186 134,675 135,367 22,462 23,647 22,448
20 International affairs. .................... 15,876 16,176 ,550 6, 1367 \384 785 889 999
21 General science, space, and technology .. . 8,317 8,627 4,473 4,230 4,727 4,191 615 679 694
22 BRCIBY. . ot vvvieerie e, K 5,685 1,423 630 3,308 2,484 732 393 671
23 Natural resources and environment....... 12,593 13,357 7,370 5892 7,553 6,245 1,216 1,346 1,142
24 Agriculture 13,613 25,565 8,524 11,705 15,412 14,482 1,405 2,029 844
25 Commerce and housing credit 6,917 4,229 2,663 -260 644 860 893 1,127 175
26 Transportation ..............couvuns 23,669 25,838 13,673 11,440 15,360 12,658 2,475 2,551 2,310
27 C ity and regional develop 7,673 i 4,836 3,408 3,901 3,169 651 635 582
28 Education, training, employment, social
SEIVICES ... \vvreer ittt 27,579 29,342 13,737 14,149 14,481 14,712 2,215 2,399 2,630
29 Health...................ccivint, 30.417 33,542 15,692 16,945 17,237 17,872 3,202 3,125 3,241
30 Social security and medicare 235,764 254,446 119,613 128,351 129,037 135,214 24,678 23,471 22,809
31 InCOMe SECUrItY ... ovvvvnniiniiinannanns 112,668 128,200 61,558 65,246 59,457 60,786 6,843 10,192 10,740
32 Veterans benefits and services ........... 25,614 26,352 13,317 11,956 14,527 12,193 914 2,366 3373
33 Administration of justice . S, ,277 992 3,016 3212 3,352 549 603 516
34 General government .. . 5,053 5228 2,552 2,857 3,634 3,566 1,185 188 598
35 General-pur?ose fiscal ass; 6,768 6,353 3,458 2,659 3,391 2,179 40 1,071 49
36 Netinterest®................... .. 111,058 129,436 61,293 65,143 67,448 68,054 9,939 11,174 12,652
37 Undistributed offsetting receipts®......... —31,957 —32,759 -17,061 — 14,436 ~17,953 -17,193 ~2,765 —2,683 -2,079

1. Old-age, disability, and hospital insurance, and railroad retirement accounts.

2. Old-age, disability, and hospital insurance.

3. Federal employee retirement contributions and civil service retirement and

disability fund.

4. Deposits of earnings by Federal Reserve Banks and other miscellaneous

receipts.

5. Net interest function includes interest received by trust funds.

6. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

SouURCE. “*Mdnthly Treasury Statement of Receipts and Outlays of the U.S.
Government,” and the Budget of the U.S. Government, Fiscal Year 1987.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions of dollars

1984 1985 1986
Item
June 30 Sept. 30 Dec. 31 Mar. 31 June 30 Sept. 30 Dec. 31 Mar. 31 June 30
| Federal debtoutstanding ........................ 1,517.2 1,576.7 1,667.4 1,718.1 1,779.0 1,827.5 1,950.3 1,991.1 2,063.6

1,512.7 1,572.3
1,255.1 1,309.2

2 Public debt securities
3 Held by public. ...

4 Held by agencies. ...........oooerenin. o 157.6 263.1
5 AgeNncy SECUTities ........covvvviiiniiiiennnnn., 4.5 4.5
6 Held by public...... 34 34
7  Held by agencies 1.1 11
8 Debt subject to statutory limit.................... 1,513.4 1,573.0
9 Public debt securities ...l 1,512.1 1,571.7
10 Otherdebt!. ... ... i 13 1.3
11 Memo: Statutory debt limit...................... 1,520.0 1,573.0

1,663.0 1,710.7 1,774.6 1,823.1 1,945.9 1,986.8 2,059.3
1,373.4 1,415.2 1,460.5 1,506.6 1,597.1 1,634.3 1,684.9

289.6 295.5 314.2 316.5 348.9 352.6 374.4
4.5 4.4 4.4 4.4 4.4 4.3 4.3

34 33 33 33 33 32 32

1.1 1.1 11 1.1 1.1 11 1.1
1,663.7 1,711.4 1,778.3 1,823.8 1,932.4 1,973.3 2,060.0
1,662.4 1,710.1 1,774.0 1,822.5 1,931.1 1,972.0 2,058.7
1.3 1.3 1.3 13 1.3 13 13
1,823.8 1,823.8 1,823.8 1,823.8 2,078.7 2,078.7 2,078.7

1. Includes guaranteed debt of government agencies, specified participation
certificates, notes to international lending organizations, and District of Columbia
stadium bonds.

Note. Data from Treasury Bulletin and Daily Treasury Statement (U.S.
Treasury Department).

1.41 GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership

Billions of dollars, end of period

1985 1986
Type and holder 1981 1982 1983 1984
Q3 Q4 Q Q2
1 Total gross publicdebt. ....................coo i, 1,028.7 1L,197.1 1,410.7 1,663.0 1,823.1 1,945.9 1,986.8 2,059.3
By type .

2 Interest-bearingdebt .............. ... .ol N 1,027.3 1,195.5 1,400.9 1,660.6 1,821.0 1,943.4 1,984.2 2,056.7

3 Marketable ... . . 720.3 881.5 1,050.9 1,247.4 1,360.2 1,437.7 1,472.8 1,498.2

4 Bills.. 245.0 311.8 343.8 374.4 384.2 399.9 393.2 396.9

5  Notes .. 375.3 465.0 573.4 705.1 776.4 812.5 842.5 869.3

6 Bonds................... o . 9.9 104.6 133.7 167.9 199.5 211.1 223.0 2323

7 Nonmarketable! ... ... .o, .. 307.0 314.0 350.0 413.2 460.8 505.7 511.4 558.5

8  State and local government series ................ ... . 23.0 25.7 36.7 44.4 62.8 87.5 88.5 98.2

9 Foreign issUes .. .....c.uvererirnrarneiinininnnns .. 19.0 14.7 104 9.1 6.6 7.5 6.7 5.3
10 GOVEINMENL. ... v vt i i iin e sreraenss .. 149 13.0 10.4 9.1 6.6 7.5 6.7 5.3
n Public ...t .. 4.1 1.7 K .0 .0 0 .0 0
12 Savingsbondsandnotes.......................... .. 68.1 68.0 70.7 73.1 77.0 78.1 79.8 82.3
13 Government account Series’ ............oviiniiinniiiensis 196.7 205.4 2319 286.2 313.9 332.2 336.0 372.3
14 Non-interest-bearingdebt................coviiiiiiiiees 14 1.6 9.8 23 2.1 2.5 2.6 2.6

By holder*
15 U.S. government agencies and trust funds ..................... 203.3 209.4 236.3 289.6 316.5 348.9 352.6 374.4
16 Federa! Reserve Banks . 131.0 139.3 151.9 160.9 169.7 181.3 184.8 183.8
17 Private investors.................. . 694.5. 848.4 1,022.6 1,212.5 1,338.2 1,417.2 1,473.1 1,502.7
18 Commercial banks.............. . 111.4 131.4 18! 183.4 196.9 192.2 195.1 197.2
19 Money market funds 21.5 42.6 28 25.9 2.7 25.1 29.9 2.8
20 Insurance companies o 29.0 39.1 56,7 76.4 88.6 93.2 95.8 n.a
21 Other companies ............... o 17.9 24.5 39.7 50.1 59.0 59.0 59.6 59.8
22 State and local GOVEIrNMENtS .......ovvvrivr i iiaiiaines 104.3 127.8 155.1 179.4 n.a. na n.a. na
Individuals

23 Savingsbonds.......... ..o, . 68.1 68.3 71.5 74.5 78.2 79.8 81.4 83.8
24 Qther securitie 42.7 61.9 69.3 73.2 75 76.1 73.4
25  Foreign and inter e 136.6 149.5 166.3 192.9 209.8 214.6 225.4 2379
26 Other miscellaneous investors® . ....................... ... 163.0 217.0 259.8 360.6 n.a. n.a na n.a,

1. Includes (not shown separately): Securities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds.

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. government agencies and trust funds.

4. Data for Federal Reserve Banks and U.S. government agencies and trust
funds are actual holdings; data for other groups are Treasury estimates.

5. Consists of investments of foreign and international accounts. Excludes non-
interest-bearing notes issued to the International Monetary Fund.

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. government deposit accounts, and U.S. government-sponsored agencies.

Sources. Data by type of security, U.S. Treasury Department, Monthly
gra“temem of the Public Debt of the United States; data by holder. Treasury

ulletin,



1.42 U.S. GOVERNMENT SECURITIES DEALERS Transactions’

Par value; averages of daily figures, in millions of dollars

Federal Finance A3l

1986 1986 week ending Wednesday
Item 1983 1984 1985
June July Aug. July 23| July 30 | Aug. 6 | Aug. 13} Aug. 20 | Aug. 27
Immediate delivery?
U.S. government securities............ 42,135| 52,778 75,331| 90,120 84,943] 101,287} 75,064] 79,937} 103,744] 112,382 97,521 97,206
By maturity
2 Bills............o.ooe i 22,393} 26,035} 32,900] 32,469 31,155) 36,601} 29,024] 28,8627 40,264] 39,047 31,339] 137853
3 Other within | year. 708 1,305 1,811 52 2,182 2,247 ,028 2,042 2,283 2,416 2,503 ,196
4 1-S years....... 8,758 | 11,733] 18,361 23,256 22,882( 30,045f 20,442{ 23,018] 30,380 28991 35047) 30,243
5 5-10 years. . .. .. .. 5.279 7.606] 12,7031 20,972 19.254] 21,164} 16,228{ 15,606] 21,150 25,384 17,528 18,481
6 Overl0years................o.ue 4,997 6,099 9,5561 11,157 469 11,230 3431 10,409 ,667)  16,544| 11,104 8,433
By type of customer
7 U.S. government securities
deafers........................ 2,257 2,919 3,336 3,732 3,623 4,550, 3,027 3,223 5,293 4,629 3,867 4,265
8 U.S. government securities
brokers .......... i 21,045( 25,580 36,222 47.432] 44,583 53,032] 40,648 43,661 52,459] 60,244] 51,279} 50,712
9 All others? 18,833 24,278 35,773} 38,957% 36,737| 43,706f 31,390 33,053| 45,993| 47,510f 42,375} 42,230
10 Federal agency securities 5,576 7,846 11,6401 16,252 15,819 8961 14,031 12,035 14,206 16,369} 20,6321 17,577
11 Certificates of deposit................. 4,333 4,947 4,016 4,748 4,723 4,363 4,286 3,938 3,449 4,869 4,048 4,906
12 Bankers acceptances. .. X 3,243 3,242 3,284 3,473 3,190 3,310/ 2,770 3,288 3,284 3,176 3,383
13 Commercial paper 8,036| 10,018| 12,717%F 17,093 16,934] 16,966 16,197| 15,855[ 17,229 16,592 17,140 044
Futures transactions?
14 Treasury bills........................ 6,655 6,947 5,561 2,912 2,196 2,837 1,962 2,368 1,955 2,295 3,683 3,172
15 Treasury coupons .................ous 2,501 4,503 6,069 7.202 5,276 5,887 5318 5,777 5,750 6,883 5,556 5,403
16  Federal agency securities.............. 265 262 240 17 13 12 * 5 2 1 41 i
Forward transactions’
17 U.S. government securjties............ 1,493 1,364 1,283 1,704 1,377 2,860 1,579 1,350 3,408 3,033 2,640 3,278
18  Federal agency securities. ... .......... 1,646 2,843 3,857 6,739 7,624 7,706 7,313 6,841 5,851 9,167 8,881 6,735

1. Transactions are market purchases and saies of securities as reported to the
Federal Reserve Bank of New York by the U.S. government securities dealers on
its published list of primary dealers.

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. government
securities, redemptions of called or matured securities, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
contracts.

2. Datafor i diate tr ions do not de forward tr i

3. Includes, among others, all other dealers and brokers in commodities and

securities, nondealer departments of commercial banks, foreign banking agencies,
and the Federal Reserve System.

4. Futures contracts are standardized agreements arranged on an organized
gxchan e in which parties commit to pyrchase or sell securities for delivery at a

uture date.

5. Forward t agr arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after § business days
from the date of the transaction for government securities (Treasury bills, notes,
and bonds) or after 30 days for mortgage-backed agency issues.
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1.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing’

Averages of daily figures, in millions of dollars

1986 1986 week ending Wednesday
Item 1983 1984 1985
July Aug. July 30 | Aug. 6 | Aug. 13 | Aug. 20 | Aug. 27
Positions

Net immediate?
1 U.S. government securities. . 14,082 5,429 7,391 11,9731 21,126/ 18,406 17,7591 18,377 19,514 16,820 18,519
2 Bills ............ e 10,800 5,500 10,075 10,491 15,6977 12,781 ) 16,339 13,744 11,042 11,442

3 Other within 1 yea 921 63 1,050 3! 3,51 4,121 3,797 3,7 3,625 ,
4 1-5 years. . 1,912 2,159 5,154 6,945" 10,951 11,436 11,48 11,440 12,872 8,976 12,242
) 5-10 years. . . - ~LI9 1 -6202 | -9317| -8481( -7,783 | -8,826( -9,143 | -8,546 | -6,212 -8,030
6 Over 10 years. . .. 5281 ~-1,174 | -2,686 { -2,314 | -—1,758 | ~-1,544 | —2,925| -4,056 | -2,324 -611 -176
7  Federal agency secu 7,313 15,294 22,860 35,014 31,295 26,833 29,237 28,937 27,521 26,197 25,108
8  Certificates of deposit 5,838 7,369 9,192 11,530 10,918 9,960 ,866 977 10,262 9,582 9,888
9  Bankers acceptances. 33 3,974 4,586 6,734 5,172 5,809 5,615 5,676 4,781 4,593
10 _ Commercial paper. . 3,159 3,788 5,570 7,989 8,027 7,469 7,261 8,262 7,950 6,789 6,833
Futures positions
11 Treasury bills.. .. -4,125 | —4,525 | -7,322 | —-14,058 | —16,381 | 16,253 | —14,734 | ~14,897 | —-15,831 | 17,003 | —16,721
12 Treasury coupons .. -1,033 1,794 4,465 2,34 2,522 2,343 4,251 4,592 3,165 1,252 1,281
13 _ Federal agency secur 17 233 =722 -95 ~67 -60 ~70 -69 ~65 —-56 ~54
Forward positions
14 U.S. government securities - -1,936 -1,643 -911 -2,63¢/| —3,046 -3,503 -3,370 —4,507 -2,912 -3,224 —3,900
15 Federal agency securities. ........... ~3,561 | -9,205| -9,420( -10,490 | -11,383 | -9,905 | —10,867 | -10,528 | -9,740 | -9,973 | -9,839
Financing?
Reverse repurchase agreements*
16  Overnight and continuing. ... 29,099 44,078 68,035 92,366 97,709 | 98,805 97,903 97,509 94,321 98,265 | 100,226
17 _ Term agreements....... 52,493 68,357 1 80,509 | 108,761 | 102,897 | 106,640 | 105,635 | 109,265 | 112,931 | 104,596 | 103,623
Regurchase agreements’

18 vernight and continuing S 57,9461 75,717 1 101,410 [ 137,536 | 144,251 | 138,823 | 140,374 | 139,272 | 134,300 | 139,577 | 140,750
19 Term agreements........c..oouuuvones 44,410 57,047 77,748 | 102,427 99,140 | 103,532 | 101,012 ) 104,714 | 108,177 | 101,872 | 101,228
1. Data for dealer positions and sources of financing are obtained from reports ties involved are not available for trading purposes. 1 di ositions includ

submitted to the Federal Reserve Bank of New York by the U.S. government
securities dealers on its published list of primary dealers.

Data for positions are averages of daily figures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis. Data for financing are in terms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Immediate positions are net amounts (in terms of par values) of securities
owned by nonbank dealer firms and dealer departments of commercial banks on a
commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturities of some
repurchase agreements are sufficiently long, however, to suggest that the securi-

reverses to maturity, which are securities that were sold after having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for immediate positions do not include forward positions.

3. Figures cover financing involving U.S. government and federal agency
securities, negotiable CDs, bankers acceptances, and commercial paper.

4. Includes all reverse repurchase agreements, including those tEat have been
arranged to make delivery on short sales and those for which the securities
obtained have been used as collateral on borrowings, that is, matched agreements.

5. Includes both repurchase agr undertaken to finance positions and
" hed book'* repurchase ag
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of doilars, end of period
1986
Agency 1983 1984 1985
Feb. Mar. Apr. May June July
1 Federal and federally sponsored agencies .................... 240,068 | 271,220 | 293,905 | 292,043 | 291,525 | 293,336 | 294,961 | 296,226 n.a,
2 Federal 8BENCIBS ... .. o.vvivviiinniiiin i eraieanereins 33,940 35,145 36,390 36,376 35,927 35,530 36,110 35,826 35,768
3 Defense Department! . . 243 142 71 63 59 55 52 48 45
4 Export-Import Bank23 . 14,853 15,882 15,678 15,677 15,257 15,257 15,256 14,953 14,953
5  Federal Housing Administration? 194 133 115 109 108 114 118 115 115
6 Government National Mortgage Association
participation certificates 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165
7  Postal Servicet .............. 1,404 1,337 1,940 1,940 1,940 940 1,940 1,854 1,854
8 Tennessee Valley Authority 14,970 15,435 16,347 16,348 16,324 15,925 16,508 16,617 16,562
9  United States Railway Association® ...................... 111 51 74 74 74 74 74 74
10 Federal]y slgonsored BRENCIEST ..t 206,128 | 236,075 | 257,515 | 255,667 | 255,6707| 257,806 | 258,851 | 260,400 n.a.
Federal Home Loan Banks.................cocooiieint, 48,930 65,08: 74,447 73,201 74,778 76,527 78,718 81,558 83,081
12 Federal Home Loan Mor(gnxe Corporation................ 6,793 10,270 11,926 13,695 12,963 13,492 12,475 12,276 n.a.
[3  Federal National Mortgag ssociation ................... 74594 1 83,7201 93,896 | 93,179 { 9,414 92,401 92,629 | 92,562 93,417
14 Farm Credit Banks...........coovuiviiniiniienianiian., 72,816 | 71,193 68,851 66,188 | 66,0027| 65,188 64,629 | 63,585 62,857
15 Student Loan Marketing Assoctatlon’ .................... 3,402 5,745 8,395 9,404 9,513 10,198 10,400 10, 419 10,420
MEemo
16 Federal Finsncing Bank debt” . .................cooovuninnn. 135,791 | 145,217 | 153,373 | 153,418 | 153,455 | 153,308 | 155,076 | 155,222 | 155,526
Lending to federal and federally sponsored
agencies
17 Expon-lmpon Bankd . .. .. 14,789 15,852 15,670 15,670 15,250 15,250 15,250 14,947 14,947
18 Postal Serviced ... ... ..ot 1,154 1,087 1,690 1,690 1,690 1,690 1,690 1,604 1,604
19 Student Loan Marketing Association ....................... 5,000 5,000 5,000 5,000 ,000 5,000 5,000 5,000 5,000
20 Tennessee Valley Authority . .......oooviiiiiiiiiieiannn., 13,245 13,710 14,622 14,673 14,649 14,250 14,830 14,942 14,937
21 United States Railway Association ........................ 111 5t 74 74 74 74 74 74 74
Other Lending'®
22 Farmers Home Administration. . ..............c.oocoeaiannn. 55,266 58,971 64,234 63,774 63,464 63,829 64,544 64,924 65,174
23 Rural Electrification Administration ................o.ouni. 19,766 | 20,693 20654 | 20,739 [ 20,959 21,061 21,154 21,255 21,321
8 - 26,460 29,853 31,429 31,798 32,369 32,354 32,534 32,476 32,469

Consists of mortgages assumed by the Defense Department between 1957

and 1963 under family housing and homeowners assistance programs.

2. Includes participation certificates reclassified as debt beginning Oct. 1, 1976.

3. Off-budget Aug. 17, 1974, through Sept. 30, 1976; on-budget thereafter.

4. Consists of debentures issued in payment of Federal Housing Administration
insurance claims. Once issued, these securities may be sold privately on the
securities market.

“5 Cemﬁcates of participation issued before fiscal 1969 by the Government
L

7. Includes outstanding noncontingent liabilities: Notes, bonds, and deben-
tures. Some data are estimated.

8. Before late 1981, the Association obtained financing through the Federal
Financing Bank.

9. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations issued, sold, or guaranteed by other federal agencies. Since FFB
incurs debt solely for the purpose of lending to other agencws. its debt is not
mcluded lp the main portion of the table in order to avoid double counting.

1 Mortgage A jon acting as trustee for the Farmers Home A
tration; Departmem of Health Educatlon and Welfare Department of Housing
and Urban Devel 3 Sm inistration; and the Veterans
Administration.

6. Off-budget.

FFB purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guaramees of any
particular agency being generally small. The Farmers Home Administration item
consists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.



A34 Domestic Financial Statistics T November 1986

1.45 NEW SECURITY ISSUES State and Local Governments

Millions of doflars

T fi ri 1985~ 1986
ype of issue or issuer,
of use 19837 19847 1_985'
Dec. Jan.” Feb." Mar. Apr. May June July
1 Al issues, new and refunding®.................... 86,421 |106,641 |214,189 | 57,430 1,572 3,300 8,008 | 12,5787 | 13,2157 | 12,6117| 19,833
é)rpe of issue
eneral obligation.........cocoiiiiiiiiiiiiinan 21,566 | 26,485 | 52,622 8,754 751 916 2,720 | 54597 | 71157 | 6,326/ 6,531
S. government loans?,
4 Revenue ...................................... 64,855 | 80,156 [161,567 | 48,676 821 2,384 52887 | 7,120 | 6,100/ [ 6,285"| 13,302
5 U.S. government loans?
Type of issuer
6 State ... e 7,140 | 9,129 | 13,004 2,146 296 287 1,088 1,956 2,825 1,705 2,879
7 Special district and statutory authority............ 51,297 | 63,550 |134,363 | 39,147 579 1,691 4,383 7,350 6,427 6,351 | 10,589
lities, to p school districts | 27,984 | 33,962 X 16,137 697 1,322 2,537 3,273 3,962 4,554 6,365
9 Issues for new capital, total . ..................... 72,441 ,050 (156,050 | 46,788 1,350 2,022 3314 | 6,938 | 7,155 8,178 13,165
Use of proceeds
10 Education .. .....oooviivvinneiiiniiniaiieninnns X 7,553 | 16,658 3,901 370 441 624 1,706 1,827 1,694 2,800
11 Transportation..........cooveeriiiinieinernnssnns 4,387 7,552 { 12,070 3,480 246 380 795 815 273 947 3,164
12 Utilities and conservation ..................o0ve 13,588 | 17,844 | 26,852 7,070 315 1,352 4,082 4,554 3,450 1,583 4,425
13 Social welfare ................oviiiiiiinia 26,910 | 29,928 | 63,181 | 22,589 6 239 337 579 1,424 1,518 1,186
14 Industrial aid ..., 7,821 | 15,415 2,89 3,583 0 134 37 313 264 255 975
15 Other PUrPOSES ... . cvvuieeiiiniiiiininenianes 11,637 | 15,758 | 24,398 6,165 413 729 2.1 4,610 5,978 6,614 7,281
L. Par amounts of long-term issues based on date of sale. SouRck. Public Securities Association.
2. Consists of tax-exempt issues guaranteed by the Farmers Home Administra-
tion.
1.46 NEW SECURITY ISSUES Corporations
Millions of dollars
. ) 1985 1986
Type of issue or issuer, 1983 1984 1985
Dec. Jan. Feb. Mar. Apr. May Juner July
1 Altissues! ..................ccovuhus 119,949 {132,531 | 201,269 19,299 17,093 23,931 30,4447 | 33,489 19,564 25,766 20,900
2 Bonds?...... eerreinenae Veserireene 68,3707 [109,903 |165,754" 14,3100 13,693 19,469 24,92¥% | 27,883 13,0500 20,746 16,577
Type of offering
JPublic.......ovoiiiiiii 47,244 | 73,579 [119,5597 [ 14,310 | 13,693 19,469 24,923 | 27,883 13,050/ | 20,746 16,577
4 anate placement ................00 21,126 36,3247 46,195 n.a. n.a. n.a. n.a. n.a. n.a. n.a. n.a.
Industry group
5 Manufactunng ...................... 17,001 24,607 52,228 2,704 4,59 3,950 8,895 7,975 3,939 5,368 2,524
6C | and Haneous........ 7,540 13,726 15,215 735 624 1,216 790 2,640 1,776 ,206 3,410
7 Transportation . ........covevevinen.. 3,833 4,694 5,743 187 633 373 303 614 427 250 497
8 Publicutility.................... ... 9,125 10,679 12,957 1,090 820 2,540 2,133 3,330 1,709 1,948 1,470
9 Communication ...............oouvie 3,642 2,997 10,456 2,318 0 1,200 1 90 3,115 712 810 465
10 Real estate and financial ............. 27,227 53,199 69,157 7,217 7,021 10,190 10, 895’ 10,210 4,487 10,164 8,210
11 Stoeksd ... 51,579 22,628 35,518 4,989 3,400 4,462 8,521 5,606 6,514 5,020 4,323
Type
12 Preferred...........oovinvvnininnnn 7,213 4,118 6,505 908 570 1,160 751 856 1,284 726
13 Common ......ovvvviniinvininnianns 44,366 18,510 29,010 4,081 2,830 3,487 4,361 4,855 5,658 3,736 3,597
Industry group
14 Manufacturlng ...................... 14,135 4,054 5,700 1,045 827 1,269 851 1,434 1,827 1,132 763
15 C cial and miscell 13,112 6,277 9,149 1,220 683 434 607 910 953 421 916
16 Transportation ............c.ovvvuves 2,729 589 1,544 200 78 302 355 158 372 154 179
17 Publicutility...................o.. 5,001 1,624 1,966 201 176 153 357 165 346 406 330
18 Communication ..............coovvnes 1,822 419 978 146 231 282 0 27 74 140 107
19 Real estate and financial ............. 14,780 9,665 16,178 2,177 1,405 2,022 3,351 2912 2,942 2,767 2,028

1. Figures, which rer\resent gross proceeds of issues maturing in more than one

year, sold for cash in t|

offerings, d issues as

rate transactions, and sales to foreigners.

e United States, are principal amount or number of units
multiplied by oﬁ'enng pnce Excludes oﬂ‘ermgs of less than $100,000, secondary
d in the Securities Act of 1933,
employee stock plans investment companies other than closed-end, intracorpo-

2. Monthly data include only public offerin
3. Beginning in August 1981, gross stock of
from swaps of debt for equity.

S.
g‘ermgs include new equity volume

Sources. IDD Information Services, Inc., Securities and Exchange Commis-

sion and the Board of Governors of the Federal Reserve System.
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1.47 OPEN-END INVESTMENT COMPANIES Net Sales and Asset Position
Millions of dollars
1985 1986
Item 1984 1985
Dec. Jan. Feb. Mar. Apr. May Juner July
INVESTMENT COMPANIES!
1 Sales of own shares? 107,480 | 222,6701 23,560 32466 27.489( 33,764| 37,656 31,251 30,619] 35,684
2 Redemptions of own shares3 77,032 | 132,440 18,337 15,836 11,860 15,085 21,699 16,706 18,921 21,508
3 Netsales................. 30,448 90,230 223 16,630 15,629 18,679 15,957 14,545 11,698 14,176
4 Assetst... 137,126 | 251,695 251,536) 265,487 292,002 3152451 329,684 | 343,9261 336,040 360,050
b} Cash 12,181 20,607 20,590 22,425 23,716 27,639 29,599 28,184 28,083 28,180
[ Other......... 124,945 | 231,088| 230,946| 243,062| 268,286| 287,606] 300,085 | 315,742 327,957| 331,870
1. Excluding money market funds. 5. Also inciudes all U.S. government securities and other short—term debt
2. Includes reinvestment of investment i dividends. Excludes reinvest- securities.

ment of capital gains distributions and share issue of conversions from one fund to
another ig tjne same group.

3 E share r ption resulting from conversions from one fund to

NoTE. Investment Company Institute data based on reports of members, which
comprise substantially all open—end investment companies registered with the

another in the same srt::‘p. Securities and Exchange Commission. Data reflect newly formed companies after
4. Market valye at end of period, less current liabilities. their initial offering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION

Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1984 1985 1986
Account 1983 1984 1985
Q3 QU Q1 Q Q3 Q4 Q1 Q

1 Comorm&lpmﬁts with inventory valuation and

capital consumption adjustment.............. 213.7 264.7 280.6 259.8 265.0 266.4 274.3 296.3 285.6 296.4 293.1
2 Profitsbefore tax...............coivvnennenen. 207.6 235.7 223.1 225.1 221.9 2]3.8 213.8 229.2 235.8 224.3 231.2
3 Profits tax Hability...................oo0 77.2 95.4 91.8 89.3 87.8 87.8 87.1 95.8 96.4 89.1 93.3
4  Profits after tax ...... 130.4 140.3 131.4 135.8 134.1 126.0 126.7 133.4 139.4 135.2 137.9
5 Dividends ........... 71.5 78.3 81.6 79.0 80.1 80.9 81.4 81.6 82.5 85.2 87.5
6 Undistributed profits. . 58.8 62.0 49.8 56.8 54.0 451 453 518 57.0 50.0 50.4
7 laventory valuation ............ -10.9 -5.5 -.6 -1.8 ~-1.6 -5 1.6 6.1 -9.4 16.5 10.6
8 Capital consumption adjustment ................. 17.0 4.5 58.1 6.5 4.7 53.2 58.9 61.0 59.2 55.6 51.3

SOURCE. Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilities

Billions of dollars, except for ratio

1985 1986
Account 1980 1981 1982 1983 1984

Q Q2 Q3 Q4 Q1
| Current 888etS. .. .......oovviiiiiiiiii s 1,328.3 | 1,419.6 | 1,437.1} 1,575.9| 1,703.0{ 1,722.7| 1,734.6] 1,763.0} 1,784.6| 1,795.7
2 Attt e s 127.0 135.6 147.8 171.8 173.6 167.5 167.4 176.3 189.2 195.3
3 U.S. government securities...............oouv..s 18.7 17.7 23.0 31.0 36.2 35.7 354 32.6 33.0 31.0
4 Notes and accounts receivable................... 507.5 532.5 517.4 583.0 633.1 650.3 654.1 661.0 671.5 663.4
S INVENLOTIES . .o\ ovvvveen it einiincaencans 543.0 584.0 579.0 603.4 656.9 665.7 666.7 675.0 666.0 679.6
6 OthEr . ..o v vrit e it e eas 132.1 149.7 169.8 186.7 203.2 203.5 211.2 218.0 2249 226.3
7 Current labilities. ...................oovinins 890.6 971.3 986.0| 1,059.6| 1,163.6( 1,174.1| 1,182.9| 1,211.9( 1,233.6] 1,222.3
8 Notes and accounts payable..................... 514.4 547.1 550.7 595.7 647.8 636.9 651.7 670.4 682.7 668.4
G OthEr. .ottt i i s s 376.2 424.1 435.3 463.9 515.8 537.1 531.2 541.5 550.9 553.9
10 Net working capital ...................0vininns 437.8 448.3 451.1 516.3 539.5 548.6 551.7 551.1 551.0 573.4
11 Memo: Currentratiol ... 1.492 1.462 1.458 1.487 1.464 1.467 1.466 1.455 1.447 1.469

1. Ratio of total current assets to total current liabilities. .
Note. For a description of this series, see ‘‘Working Capital of Nonfinancial

Corporations” in the July 1978 BULLETIN, pp. 533-37.

Al data in this table reflect the most current benchmarks. Complete data are
available upon request from the Flow of Funds Section, Division of Research and

2§(t)§t5i§tics, Board of Governors of the Federal Reserve System, Washington, D.C.
SOURCE. Federal Trade Commission and Bureau of the Census.

1.50 TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars; quarterly data are at seasonally adjusted annual rates.

1985 1986
Industry 1984 19857 19861
Q1 Q2 Q3 Q4 Q Q Q3! Q4!
1 Total nonfarm business................ 354.44 387.13 379.59 373.56 387.86 389.23 397.88 377.94 375.92 380.52 383.99
Manufacturing
2 Durable goods industries .............. 66.24 73.27 68.23 70.29 74.34 72.99 75.47 68.01 68.33 66.30 70.28
3 Nondurable goods industries........... 72.58 80.21 75.78 76.64 79.91 81.48 82,79 76.02 73.35 76.43 71.32
Nonmanufacturing
16.86 15.88 11.29 15.81 16.56 15.89 15.25 12.99 11.22 10.80 10.16
6.79 7.08 6.60 6.42 7.38 1.79 6.74 6.22 6.77 7.09 . 6.31
3.56 4.79 5.88 4.23 3.7 517 6.07 6.58 5.77 5.40 5.75
Other 6.17 6.15 5.87 6.04 6.35 5.85 6.34 5.42 5.74 6.25 6.08
Public utllmes
8 Electric ......covvviiiiiiiiiiiiiin 37.03 36.11 33.60 36.49 36.00 35.58 36.38 34.21 33.81 33.61 32.78
9 Gasandother...................... 10.44 12.71 12.62 11.95 12.61 12.86 13.41 12.82 12.74 12.46 12.46
10 Commercial and other?. ............... 134,75 150.93 159.72 145.68 150.99 151.62 155.42 155.67 158.18 162.18 162.84

ATrade and services are no lor(:)ger being reported separately. They are included

in Commercial and other, line
1. Anticipated by business.

. “'Other" consists of construction; wholesale and retail trade; finance and
msurnnce personal and business services; and communication.
SOURCE. Survey of Current Business (Department of Commerce).
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1.51 DOMESTIC FINANCE COMPANIES Assets and Liabilities

Billions of dollars, end of period

1985 1986
Account 1981 1982 1983 1984
Q Q2 Q3 Q4 Qi Q
ASSETS
Accounts receivable, gross
1 CONSUMEr ... iviiieiii e ie e 72.4 78.1 87.4 96.7 99.1 106.0 116.4 120.8 125.5 134.7
2BUSINESS ....oi e 100.3 101.4 113.4 135.2 142.1 1446 141.4 152.8 159.7 160.3
JRealestate .....oiviuenri i 179 20.2 22.5 26.3 27.2 8.4 29.0 30.4 31.5 32.4
4 Total ..ot e 190.5 199.7 2234 258.3 268.5 279.0 286.5 304.0 316.7 327.5
Less:
5 Reserves for unearned income................... 30.0 319 33.0 36.5 36.6 38.6 41.0 40.9 413 41.8
6 Reservesforlosses..............ooveviuiiinin, 3.2 35 4.0 4.4 49 48 4.9 5.0 5.1 5.2
7 Accounts receivable, net.......... ..o 157.3 164.3 186.4 217.3 27.0 235.6 240.6 258.1 270.3 280.4
BAllother.........ooiviiii i 27.1 30.7 34.0 35.4 35.9 39.5 46.3 46.8 50.6 52.1
9 Totalassets. ..............c.o0veiniininiiennans 184.4 195.0 2204 252.7 262.9 278.2 286.9 304.9 321.0 332.5
LiABILITIES
10 Bank10ans .......ooovvinviienn e iiiiininienes 16.1 18.3 18.7 21.3 19.8 18.5 18.2 210 20.4 22.9
11 gggxmercial PAPET. ..ottt e 57.2 511 59.7 7.5 79.1 82.6 93.6 96.9 102.0 106.4
t
12 Other short-term 11.3 12.7 13.9 16.2 16.8 16.6 16.6 17.2 18.5 20.9
13 Longterm........... 56.0 64.4 68.1 77.2 78.3 85.7 86.4 91.0 100.0 101.8
14 All other liabilities 18.5 21.2 30.1 33.1 354 36.9 36.6 39.6 41.4 40.4
15 Capital, surplus, and undivided profits............ 25.3 27.4 29.8 323 33.5 a8 35.7 37.1 38.8 40.2
16 Total kiabilittes and capital . ...................... 184.4 195.0 2204 252.7 262.9 275.2 286.9 304.9 210 s
NotE. Components may not add to totals due to rounding.
These data also appear in the Board’s G.20 (422) release. For address, see
inside front cover.
1.52 DOMESTIC FINANCE COMPANIES Business Credit
Millions of dollars, seasonally adjusted except as noted
Changes in accounts Extensions Repayments
receivable
Accounts
receivable
Type outstanding 1986 1986 1986
July 31,
1986!
May June July May June July May June July
PTotal .o i 159,752 -188 -151 9491 28,780 26,687 | 27,277 | 25,966 | 26,838 | 26,328
Retail ﬁnancing of installmem sales
2 Automotive (commercial vehicles) ..............c..coiinl 16,742 421 380 390} 1,358] 1,336 | 1,365 936 956 975
3 Busmess. mdusmal and farm equxpmem ................. 20,237 68 -5t -106{ L,015| 1,044 1,022 947 1,095 1,128
Wholesale financing
4 AUOMOUVE . ..vvniin ittt et ianns 24,8891 -679 471] -1,097| 9.455| 10,397 | 9,030 | 10,134 [ 9,926 | 10,128
s Aﬂmpmem 5 3 45 211 467 506 900 464 462 689
6 other........coovvnienenn, e e 7,260 -303 -15( -242| 1,575 1,609 | 1,656 1,878 | 1,624 1,898
7 Aummotwe ........................................... 16,274 3 -121 103 840 820 | 1,077 837 941 973
8 Equipment 40,423 -38 -101 647 1,256| 1,264 | 1,669 | 1,294 | 1,365 1,022
9 Loans on commercial accounts receivable and factored com-
mercial accounts receivable ........ ..ol 16,697 498 -882 7161 8,572| 8,441 9,208 { 8,074 | 9,323 8,492
10 All other business credit ...........c.oovvniiiiiiiiiiiiiin, 12,481 ~-159 123 3271 1,244 1,270 | 1,350 § 1,402 { 1,146 1,023

1. Not seasonally adjusted.

NotE. 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.

Item 1983 1984

1985

1986

Feb. Mar. Apr. May June July Aug.

Terms and yields in primary and secondary markets

PRIMARY MARKETS

Conventional mortgages on new homes
Terms!

1 Purchase price (thousands of dollars)............. 92.8 96.8
2 Amount of loan (thousands of dollars) ............ 69.5 73.7
3 Loan/price ratio (percent) ............ooennnn... 77.1 78.7
4 Maturity (YEArs).....ooovvvonirveieniiiisiinenas 26.7 27.8
5 Fees and charges (percent of loan amount)? . ...... 2.40 2.64
6 Contract rate ?percent PErannum). ... .oviiniains 12.20 11.87
Yield (percent per annum)
7 FHLBB series® ..........oooiiiiiiininnninnns 12.66 12.37
8 HUDseriest..........cooiviieiiieiiannens 13.43 13.80

SECONDARY MARKETS

Yield (percent per annum)

11.58 10.68 10.50 10.27 10.22 10.15
12.28 10.49 10.06 9.9 10.32 10.38 10.28

104.1 115.1 108.2 114.2 114.7 122.1 5.7 117.1
774 84.3 . 3.9 J 88.0 83.4 84.6
77.1 75.6 75.4 75.9 74.7 74.9 3.9 74.7
26.9 26.8 26.9 259 25.8 26.6 26,2 26.6
2.53 2.64 2.60 2.34 2.19 2.40 2.35 2.40

11.12 10.21 10.04 9.87 9.84 9.74 9.89 9.85

10.307 10.27
9.88

9 FHA mortgages (HUD series)®................... 13.11 13.81 12.24 10.59 9.77 9.80 10.07 9.98 10.01 9.80
10 GNMA securitiest. . .......oooovvninerniinnnne, 12.25 13.13 11.61 9.79 9.44 9.17 9.23 9.57 31 9.11
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Martgage holdings (end of period)
| ) e 74,847 83,339 94,574 98,820 98,795 98,746 98,096 97,295 97,255 96,675
12 FHA/VA-nsured..............coiivinnninnnns 37,393 35,148 34,244 33,466 33,368 33,246 32,558 31,241 30,766 28,451
13 Conventional ...........oooviiiiiiiinenienan, 37,454 48,191 60,331 65,354 65,427 65,500 65,538 66,054 66,489 68,224
Mortgage transactions (during period)
14 Purchases ......oovviiei it iiiiennionnnnsinnnns 17,554 16,721 21,510 1,159 1,410 1,631 1,978 3,000 3,343 3,800
15 SaleS ittt e PN 3,528 978 1,301 n.a. n.a. n.a. na. n.a. n.a. n.a.
Mortgage commitments’
16 Contracted (during period) ...................... 18,607 21,007 20,155 2,578 1,917 3,774 3,538 3,049 3,270 3,840

17 Outstanding (end of period) ...........ooovvinen, 5,461 6,384
FEDERAL HOME LOAN MORTGAGE CORPORATION

Mortgage holdings (end of period)?

18 Total . .coveri et e e, 5,996 9,283

19 FHA/NVA.. ...t 974 910

20 Conventional ..........cviviiieiriiiinnranns 5,022 8,373
Mortgage transactions (during period)

21 Purchases .......ocovveviiierinianiiens P 23,089 21,886

22 SAlES ... e e 19,686 | 18,506
Mortgage commitments?

23 Contracted (during period) ............ccovvuennen 32,852 32,603

24 Outstanding (end of period) ...................0. 16,964 13,318

12,399

841
11,558
38,905 4,286 5,897 5,591 7,354 9,588

48,989 6,044 7,128 9,869
16,613 n.a. n.a. n.a. n.a. n.a.

3,402 4,480 4,851 6,942 8,444 7,862 7,706 7,671

14,584 13,623 13,144 14,302 14,194
792 787 778 769 742
14,584 12,836 12,366 13,533 13,452
44,012 4,605 3,318 6,195 8,947 10,505 n.a. n.a.

10,612 10,338

1. Weighted averages based on sample surveys of mortgages originated bK

major institutional lender grou}gs; compiled by the Feder: Bﬁome 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 effective interest rates on loans closed, assuming prepayment at the
end of 10 years.

4. Average contract rates on new commitments for conventional first mort-
gnges;A from Department of Housing and Urban Development.

. 6. Average net yields to investors on Government National Mortgage Associa-
tion guaranteed, mortgage-backed, fully modified &ass-through securities, assum-
ing preraymem in 12 years on pools of 30-year FHA/VA morigages car;_ying the

revailing ceiling rate. Monthly figures are averages of Friday figures from the

'all Street Journal.

7, Includes some multifamily and nonprofit hospital loan commitments in
addition to |- to 4-family loan commitments accepted in FNMA's free market
auction system, and through the FNMA-GNMA tandem plans.

g. !nc!ut!es participation as well as whole loans.

verage gross yields on 30-year, minimum-downpayment, Federal H g
Administration-insured first mortgages for immediate delivery in the private
secondary market. Based on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in maximum permissable contract rates.

X con | and government-underwritten loans. FHLMC's mort-
gage commitments and mortgage transactions include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity.



1.54 MORTGAGE DEBT OUTSTANDING
Millions of dollars, end of period

Real Estate A39

1985 1986
Type of holder, and type of property 1983 1984 1985
Q2 Q3 Q4 Qi Q

TAHRolders ..ot 1,813,856 | 2,034,602 | 2,266,976" | 2,139,019 | 2,201,732 | 2,266,976’ 2,316,003 | 2,380,765
2 I- to 4-family 1,189,822 | 1,318,888 | 1,467,578’ | 1,383,101 | 1,426,770 | 1,467,57871 1,495,398 1,542,847
3 Multifamily......... 160,805 185,414 213,936 418 203,742 213.93¢7| 220,733 227,600
4 Commercial ........ 350,389 418,300 479840 | 447,631 462,929 479,8407 4953237 507,888
S FaMm ..o e 112,840 112,000 105,622 110,869 108,291 105,622 104,559 102,430
6 Selected financial institutions ... ... 1,130,781 | 1,272,206 | 1,392,793 | 1,325,659 | 1,358,654 | 1,392,793 | 1,410,827 | 1,437,827
7  Commercial banks 0,521 3794 429,207 400,746 415, 429,207 440,985 6,168
8 1- to 4-family . . - .. .. 182,514 196,163 213,537 203,003 209,119 213,537 216,598 222,929
9 Multifamily. . ... 18,410 20,264 23,403 21,582 22,254 23,403 24,445 25,637
10 Commercial ..........ooiiiiiiviiiiii i 120,210 152,894 180,882 165,554 173,190 180,882 188,137 195,377
11 2 8 10,177 11,385 10,607 11,036 11,385 11,805 12,225
12 Savings banks ...ttt 131,940 154,441 177,263 165,705 174,427 177,263 187,823 205,413
13 1- to 4-family . .. 93,649 107,302 121,879 114,375 119,952 121,879 131,099 143,246
14 Multifamily....... 17,247 19,817 23,329 21,357 22,604 23,329 23,965 26,833
i5 Commercial , ... 21,016 27,291 31,973 29,942 31,757 31,973 32,673 35,229
16 S R N 3 82 31 114 82 s
17 Savings and loan associations. ....................c00e.en 494, 555,277 585,461 569,291 575,684 585,461 577,062 567,354
18 i- to 4-family 387,924 421,489 434,072 425,021 427,081 434,072 422,034 415,035
19 Multifamily 44,333 55,750 X 60,231 62,608 66,663 67,418 66,063
20 Commercial .. .. 62,403 77,605 84,118 83,447 85,358 84,118 949 85,722
2] Farm oo e 129 433 608 59 637 608 534
22 Life insurance companies .............coeeevuneroeinenns 150,999 156,699 170,460 161,485 163,929 170,460 173,418 176,468
23 -todfamily ..o i e 15,319 14,120 12,279 13,562 13,382 12,279 12,496 12,746
24 Multifamily."...... Lo cen 19,107 18,938 19,731 18,983 18,972 19,731 19,836 19,936
25 Commercial 103,831 111,175 126,624 116,812 119,543 126,621 129,441 132,241
26 Farm ...... 12,742 v 11,829 12,128 12,032 11,829 11,645 11,545
27 Finance companies? ................iiiiiiiiiae, 22,532 26,291 30,402 28,432 29,015 30,402 31,539 32,424
28 Federal and related agencies .......... ... 148,328 158,993 166,928 165,912 166,248 166,928 165,730 162,000
29  Government N I Mortgage A ,395 2,301 1,473 825 1,640 1,473 1,533 847
30 I-todfamily ........................ 630 585 539 564 552 539 527 47
31 Multifamily. . ... e 2,765 1,716 934 1,261 1,088 934 1,006 800
32 Farmers Home Administration.......................... 2,141 1,276 733 790 577 733 704 570
33 Ltodfamily ...l 1,159 213 183 3 185 183 217 146
34 Multifamily....... 173 119 113 136 139 113 33 66
35 Commercial 409 497 159 163 72 159 217 111
36 Farm ..o s 400 447 278 268 181 278 237 247

37  Federal Housing and Veterans
Administration. ... ..o 4,894 4,816 4,920 4,888 4,918 4,920 4,964 5,092
38 1- to 4-family 1,893 2,048 2,254 2,199 2,251 2,254 2,309 2,447
39 Muftifamily. ... 3,001 2,768 2, 2689 2,667 2,666 2,655 2,645
40  Federal National Mortgage Association 78,256 87,940 98,282 94,777 96,769 98,282 98,795 97,295
4] todfamily ...l 73,045 82,175 , 88,788 90,590 91,966 92,315 90,460
42 Multifamily.......... oo 5,211 765 6,316 5,989 6,179 6,316 6,480 6,835
43 FederalLand Banks...........cocoiviiiiiiiiiiinnenns 52,010 52,261 47,498 51,056 49,255 47,498 46,111 44,002
44 1- to 4-family ... .. . 3,081 3,074 798 3,006 2,895 2,798 2,711 2,589
45 Farm ...oooiiiiiiiniiiiininnn, e 48,929 49,187 44,700 48,050 46,360 44,700 43,400 41,413
46  Federdl Home Loan Mortgage Corporation............... 7,632 10,399 14,022 12,576 13,089 14,022 13,623 14,194
47 I- to 4-family 7,559 X 11,881 11,288 11,457 11,881 12,231 11,890
48 Multifamily. . ... 73 745 2,141 288 1,632 2,141 1,39 ,304
49 Mortgage pools ortrusts® ........... ... ... e 285,073 332,057 415,042 365,748 388,948 415,042 440,701 475,615
50 Government National Mortgage Association. 159,850 179,981 212,145 192,925 201,026 212,145 220,348 229,204
51 I-tod-family ............ ...l 155,950 175,589 207,198 188,228 196,198 207,198 215,148 223,838
52 Multifamily. ... 900 392 4,947 4,697 4,828 4,947 . 366
53  Federal Home Loan Mortgage Corporation. .............. 57.895 70,822 100,387 83,327 91,915 100,387 110,337 125,903
54 1- 1o 4-famity 57,273 70,253 99,515 82,369 90,997 99,515 108,020 123,676
55 Multifamily. ...t 622 569 872 958 918 872 2317 2,227
56  Federa) National Mortgage Association.................. 25,121 36,215 54,987 42,755 48,769 54,987 62,310 72,317
57 1- to 4-family 25,121 35,965 54,036 41,985 47,857 54,036 61,117 71,153
58 Multifamily. ..o n.a 250 951 770 912 951 1,193 1,224

1’

59 Farmers Home Administration. .....................000s 42,207 45,039 47,523 46,741 47,238 47,523 47,706 48,131
60 I-todfamily ... Ve 20,404 21,813 22,186 21,962 A 22,186 22,082 21,987
61 Multifamily. ... 5,090 5.841 6,675 6,377 6,415 6,675 6.943 7,170
62 Commercial ........ e, 7,351 7,559 8,190 8,014 8,192 8,190 8,150 8,347
63 Farm .............. e 9,362 9.826 10,472 10,388 10,541 10,472 10,531 10,627
64 Individuals and others® . 249,674 271,346 22,213 281,700 287,882 292,21371 298,755 305,323
65  1-to 4-family ... 141,769 152,154 162,853 158,096 163,149 162,853~ 164,9557 168,234
66 Multifamily...................... . 40,873 48,480 55,1958 51,100 52,526 55,1957 57,8507 ,494
67 Commercial .. ... ... e 35,169 41,279 47,897 43,699 44,817 47,8077 49,756" 50,861
68  Farm .........oiiiiii e e 31,863 29,433 26,268 28,805 27,390 26,268 26,194 25,734
1. Includes loans held by deposit trust jes but not bank trust 4. Other holders include mo: real estate investment trusts,

departments.
2. Assumed to be enlxrel‘)_' 1- to 4-family loans.
3,

O inci
or guaranteed by the agency indicated.

of mortgage pools backing securities insured

rigage
state and local credit agencies, state and local retirement funds, noninsured
pension funds, credit unions, and other U.S. agencies.
NoTE. Based on data from various institutional and governmental sources, with
some quarters estimated in part by the Federal Reserve. Multifamily debt Tefers to
loans on structures of five or more units.
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1.55 CONSUMER INSTALLMENT CREDIT!# Total Qutstanding, and Net Change, seasonally adjusted

Millions of dollars

1985 1986
Holder, and type of credit 1984 1985
Nov. Dec. Jan, Feb. Mar. Apr. May June” July
Amounts outstanding (end of period)
TTotal ..o viii s 453,580 | 535,098 | 528,621 | 535,098 | 542,753 | 547,852 | 850,939| 555,810| 562,267 567,653| 573,029
major halder
2 Commercial banks................... 209,158 | 240,796 | 238,620 | 240,796 | 243,256 | 244,761 | 245,172 247,498 | 248,681 249,753 251,040
3 Finance companies? ................. 96,126 | 120,095 | 118,356 | 120,095 | 123,717 | 126,001 | 127,422| 128,728 131,172 134,933 137,197
4 Creditunions ..............ooovnins 66,544 75,127 4,117 75,127 75,810 | 76,431 76,953 771,957 78,474 79,005] 80,102
5 Retailers. .......cooiiiiiiiiiiii 37,061 39,187 | 39,039 39,187 395,416 | 39,497 39, 39,826 | 40,139( 40,076 40,251
6 Savings institutions.................. 40,330 55,853 54,307 55,555 56,2901 57,048 57,573 58,0241  60,247| 60,352] 61,049
7 Gasoline companies ................. 4,361 ,337 4,182 4,337 4,264 4,114 3,975 3,77 3,554 3,445 3,389
By major type of credit
8 Automobile,...............ciiiiiin 173,122 | 206,482 | 203,766 | 206,482 | 210,661 | 213,342 | 214,361] 2158141 218965 222,606] 226,232
9 Commercial banks................. 83,900 92,764 | 92,127 92,764 93,489 | 93,828 93,377] 93,013 3,157 93,2611 94,024
10 Creditunions ...............c.oovees 28,614 30,577 | 30,166 30,577 30,855 | 31,107 31,320 31,728 31,9391 32,191 32,602
11  Finance companies ................ 54,663 73,391 71,996 73,391 76,410 | 78,310 79,416 | 80,685 83,221 86,520 88,862
12 Savings institutions................ 5.945 9,750 9,477 9,750 9,907 10,097 10,248 10,386 ,648 10,634 10,745
13 Revolving .. 98,514 118,296 | 117,050 118,296 119,682 | 120,724 122,131 123,442 | 124,545 | 124,720 125,347
14  Commercia 38,145 73,893 076 73,893 74,991 75,953 77,021 78,421 19,151 79,3971 79,768
15 Retailers .......... 33,064 ,560 ,486 34,560 34,770 34,843 35,188 35,170 35,449 35,390 35,542
16  Gasoline companies 4,361 4,337 4,182 4,337 4,264 4,114 3,975 31717 3,554 3,445 389
17 Savings institutions.. . 2,944 ,506 ,306 5,506 5,657 5,813 5,947 6,075 6,392 6,488 6,648
18 Mobile home .....................0 24,184 25,461 25,315 25,461 25,371 25,573 25,584 25,513 25,560 25,479 25,398
19 Commercial banks................. 9,623 9,578 ,584 9,578 9,457 9,566 9,348 ,264 9,215 9,196 9,156
20 Finance companies ................ 9,161 9,116 9,057 9,116 9,125 9,161 9,327 9,286 9,115 9,077 8,989
21  Savings institutions................ 5,400 6,767 6,674 6,767 6,789 6,846 6,909 ,963 7,230 7,206 7,253
220ther....o.covviiiiiiiiiiniaes 157,760 | 184,859 | 182,490 | 184,859 | 187,039 | 188,212 188,863 191,041 193,197 194,847 196,053
23 Commercial banks................. 57,490 ,561 63,833 64,561 65,319 65,414 65,427 ,800 67,158 67,898 ,093
24  Finance companies ......c......... 32,302 37,588 37,303 37,588 38,1821 38,530 38,678 38,757 38,8361 39,3361 39,345
25 Credit unions .. .. 37,930 ,550 43,951 44,550 44,9558 45,323 45,633 46,228 46,535 46,903 47,501
26  Retailers 997 4,627 4,55 4,627 4,646 4,653 4,656 4,656 4,690 4,686 4,710
27  Savings institutions................ 26,041 33,533 32,850 33,533 33,937 34,291 34,469 K 35,977 36,024 36,404
Net change (during period)
2 Total............ovvviiniiiiiiie 77,341 81,518 5,643 6,477 7,655 5,099 3,087 4,871 6,457 5,386 5,376
gy major holder
29 Commercial banks. . 39,819 31,638 3,256 2,176 2,460 1,505 411 2,326 1,183 1,072 1,287
30 Finance companies? ,961 3,969 791 1,739 3,622 2,284 1,421 1,306 2,444 3,761 2,264
31 Credit unions .. 13,456 8,583 643 1,010 683 621 22 004 s17 621 1,007
32 Retailers?, 2,900 2,126 149 148 229 81 347 ~-18 313 —-63 175
33 Savings instit . 11,038 15,225 798 1,248 738 758 525 451 2,223 105 697
34 Gasoline companies ................. 167 -24 [ 155 =73 ~150 -139 -198 —-223 -109 -56
majar type of credit :
35 %togobiltz{,. af .................... 27,214 33,360 1,772 2,716 4,179 2,681 1,019 1,453 3,151 3,641 3,626
36 Commercial banks................. 16,352 ,864 728 637 725 339 —-451 -364 144 104 763
37 Creditunions .................0.000 3,223 1,963 262 11 278 252 213 408 211 252 411
38  Finance companies ................ 4,576 18,728 381 1,395 3,019 1,900 1,106 1,269 2,536 3,299 2,342
39  Savings institutions................ 3,063 3,805 204 M 157 190 138 262 -14 31}
40 Revolving ............ovvveveiinnnes 20,145 19,782 1,832 1,246 1,386 1,042 1,407 1,311 1,103 175 627
41 Commercial banks.........coo0vvnns 15,949 15,748 1,569 817 | K 400 730 246 371
42 Retailers ............coviiiiiiinnn 2,512 496 104 74 210 73 5 -18 279 -59 152
43 Gasoline companies ............... 167 =24 6 155 -7 -150 -139 -198 -223 -109 -56
44  Savings institutions................ 1,517 2,562 153 200 151 156 134 128 317 9% 160
45 Mobilehome ...........coviiiiiiien 1,990 1,277 -5 146 -9 202 1 -7 47 —-81 -81
46 Commercial banks. . e -199 ~45 -12 -6 -121 109 =218 -84 -49 -19 ~40
47  Finance companies ... 544 ~45 ~32 59 36 166 —41 -171 -38 —-88
48  Savings institutions . .. 1,645 1,367 39 93 22 57 63 54 267 ~24 47
49 Other............... 27,992 27,099 2,044 2,369 2,180 1,173 651 2,178 2,156 1,650 1,206
50 Commercial banks . 7,717 70T 974 758 1,373 358 740 195
51 Finance companie! . 4,841 5, 242 285 594 348 148 79 79 500 9
52 Credit unions ...... . 10,233 6,620 81 599 405 368 310 598 307 368 598
53 Retailers .......oooccoiiiiiiiiine 388 630 45 74 19 7 3 0 34 -4 24
54  Savings institutions................ 4,813 7,492 402 683 404 354 178 131 1,377 a7 380
1. The Board's series cover most short- and inter term credit ded 2, More detail for finance companies is available in the G.20 statistical release.

to ihdividunls_ that is scheduled to be repaid (or has the option of repayment) in
two or more installments,

3. Excludes 30~day charge credit held by travel and entertainment companies.

4. All data have been revised.



Consumer Installment Credit A4l

1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent uniess noted otherwise

1986
Item 1983 1984 1985
Jan. Feb. Mar. Apr. May June July
INTEREST RATES

Commercial banks!
1 48-month new car? 13.92 13.71 12.91 n.a. 12.29 na. n.a. 11.45 n.a. n.a.
2 24-month personal, 16.68 16.47 15.94 n.a. 15.52 n.a. n.a. 14.89 n.a. n.a.
3 120-month mobile 16.08 15.58 14.96 n.a. 14.57 n.a. n.a 13.97 n.a. n.a.
4 Creditcard...........cociiiiiiiiiiint, . 18.78 18.77 18.69 n.a. 18.48 n.a. n.a. 18.32 n.a. n.a.

Auto finance companies
5 Newcar...

12.58 14.62 11.98 9.99 9.70 10.51 10.55 9.49 9.35 9.31
6.60 16.74 16.63 16.67 16.56 16.06 15.83

6 Usedcar.........oooo i 18.74 17.85 17.59 16.
OTHER TERMS?

Maturity (months)

45.9 48.3 51.5 51.2 51.3 31.0 50.6 49.4 49.5 49.9
379 39.7 41.4 2.8 42.5 424 42.5 42.5 42.7 4.8
86 88 91 92 R 90 89 89 89 89
92 92 94 95 95 95 96 97 97 97

8,787 9,333 9,915 10,064 10,074 10,306 10,402 10,521 10,608 10,748
5,033 5,691 6,089 6,165 6,194 6,207 6,281 6,393 6,611 6,614

1. Data for midmonth of quarter only. . 3. At auto finance companies,
2, Before 1983 the maturity for new car loans was 36 months, and for mobile NoTe, These data also appear in the Board's 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.
1983 1984 1985 1986
Transaction category, sector 1980 1981 1982 1983 1984 1985
H2 H! H2 H1 H2 H1
Nonfinancial sectors”
1 Total net borrowing by domestic nonfinancial sectors .... | 344.9 | 375.8 | 387.4 | 548.8| 756.3 | 859.1| 591.5| 7288 | 7838 | 726.3| 992.0| 668.6
By sector and instrument

2 U.S. government....... 79.2 87, 161.3 | 186.6| 1988 | 223.6( 156.6| 181.0| 2166 201.3( 246.0| 210.7

3 Treasury securities ......... 798 | 878 | 162.1 ] 1867 199.01 223.7) 156.7| 18t.2) 2168] 2014 246.0] 2108

4  Agency issues and mortgages. ... -.6 -.5 -9 -1 -2 -.1 =1 -2 -.1 -.1 -.1 -1

5 Private domestic nonfinancial sectors 265.7 | 288.5 { 226.2 362.2 | $57.5| 6355| 4349 | 5478 | 567.2| 525.1| 746.0( 457.9

6  Debt capital instruments 189.1 | 155.5 | 148.3 | 252.8 | 314.0| 4624 | 2779 298.5| 320.5( 3543} 5706 | 371.2

7 Tax-exempt obligations 30.3 234 44.2 53.7 50.4 | 1524 51.8 4.7 58.0 67.4 | 2373 11.8

8 Corporate bonds . 277 | 22.8 18.7 16.0] 46.1 739 11.5 31.2| 610 72.7 7501 129.2

9 Mortgages....... 131.2 | 109.3 | 85.4  183.0| 217.5| 236.2| 214.6| 224.5| 2104 | 214.1 2582} 230.2
10 Home mortgages . . ... 942 | 722 | 505 171 1299 151.8] 1350 1352 1246 133.1| 1704 1517
13! Multifamily residential 7.6 4.8 5.4 14.1 25.1 293 204 275 2.7 245 34.1 27.3
1 Commercial . 19.2 | 222 | 252 49.0| 633 6L.5 5531 629| 63.7| 593 63.7 58.1
13 Farm ........... 10.2 10.0 4.2 2.8 -8| -6.4 91 -1 -5 -28] -99| -6.8
14 Other debt instruments 76.6 | 133.0 | 77.9 | 109.5| 243.5] 173.1 ] 157.0| 2493 | 237.7| 170.8| 1754 86.7
15 Consumer credit . 4.5 2.6 17.7 568| 95.0] 96.6] 75.1 98.7| 91.3 97.3 95.9| 749
16 Bank loans n.e.c. .. 378 | 570 | 529 258 80.1 376 4.1 93.0| 67.2 28.5 46.8 4.9
17 Open market paper. 4.0 147 | -6.1 -.8 21.7 14.6 4.3 4.8 18.7 12.3 169 | ~15.7
18 Other............... 30.3 38.7 13.4 277 466 243 36.5 328 604 327 158 226
19 By borrowing sector........ 265.7 | 288.5 | 226.2 | 362.2 | 557.5| 635.5| 434.9| 54781 567.2| 525.1] 746.0 | 457.9
20 State and local government: 17.2 6.8 21.5 3401 274 1078 33.7 252| 296| 56.8| 158.8 31.4
21 Households 1200 | 121.4 | 88.4 | 188.0 | 239.5| 2920} 223.2| 232.9| 246.1 | 248.5| 3355] 217.5
2 Farm............... 15.2 16.6 6.8 4.3 A ~143 6.7 -4 S =14 -21.2] ~16.5
23 Nonfarm noncorporate 31.8 38.5 40.2 76.6 97.1 90.0 91.7| 1014 92.7 833 96. 85.8
24 Corporate . ......o.ooevervenns 81.5 | 1052 | 69.2 5931 1934 160.1 79.7| 188.6] 198.2( 1439| 176.3| 139.7
25 Foreign net borrowing in United States 23.8 235 16,0 17.4 6.1 2.1 15.5 354 -23.2{ -4.2 8.4 2.5
26 Bonds.......... 8 5.4 6.7 3.1 1.3 4.0 23 1.1 1.5 5.5 2.6 6.9
27 Bank loans n.e.c. 11.8 30| -55 36| -66| -26| -34}1 -23] -11.0[ -6.1 9 9
28  Open market paper. 2.4 39 L9 6.5 6.2 6.2 6.0 1801 -56 4.2 8.2 20.6
29 U.S. government loal 8.8 1.1 | 13.0 4.1 5.3 -5.5 10.7 18.7 -8.1 -7.8 -3.2 1.0
30 Total domestic plus forelgn ...........c.coviniiinen 368.7 | 3993 | 4034 566.2| 762.4| 861.21 607.1] 764.2| 760.6| 722.1 1000.4| 696.0

Financial sectors”
31 gotgl net borrowing by financial sectors ............... 654 | 1009 | 90.1 94,0 ( 1390 | 1869 | 1231 1343 | 143.8 | 154.9 | 218.8  186.4
instrument
k7] U}.'S. government related .. ..... 44.8 474 64.9 67.8 749 1015 68.8 69.8 80.0 9.9 1102 ] 130.2
33 lSdsonsored credit agency secu 244 | 305 14.9 14| 304 206 8.1 29.1 31.8 253 15.9 4.4
34 ortga{e pool securities . ... 19.2 150 | 49.5 664 444 799]| 607 40.7]| 482 67.6] 92.1] 1251
35 Loans from U.S. government 1.2 19 £ B 151 P I FT T IO 2.2 3
36 Private financial sectors....... 20.6 54.5 2.2 26.2 64.1 85.3 54.3 64.5 63.8 62.0 | 108.7 56.2
37 Corporate bonds 1.6 4.4 12.5 12.1 233 36.5 13.1 17.3 293 353 377 24.0
38 Mortgages..... * ¥ .1 * 4 Bl * 4 4 * A Bl
39 Bank loans n.e.c. -1.0 1.2 1.9 —.1 N 2.5 2.1 * 1.4 1.0 4.1 3.5
40  Open market pape 129 32.7 9.9 213 24.1 32.0] 409 31.1 17.0 13.9 50.1 15.2
41 5 Loans from Federal Home Loan Banks. 7.1 16.2 81 -70 15.7 421 -18 15.7 15.7 1.7 16.7 13.5
ly sector
42 Sponsored credit agencies...... 256 | 324 153 1.4 304 217 8.1 29.1 31.81 253 18.1 5.2
43 Mortgage pools ...... 19.2 15.0 49.5 66.4 4.4 79.9 60.7 40.7 48.2 67.6 9.1 125.1
44 Private financial sector: 2.6 | 54.5 25.2 262 64.1 85.3 5431 645] 63.8| 620 1087 56.2
45 Commercial banks . 8.3 1.6 11.7 5.0 73] -4.9 17.1 15.4 -9 -9.2 -6 —13.4
46  Bank affiliates ....... 6.7 9.2 6.8 12.1 15.6 14.5 149 8.7 7.5 13.7 153 7.4
47  Savings and loan associ 7.4 15.5 2.5 -2.1 2.7 223 4.6 20.2 25.1 12.1 32.6 319
48  Finance companies . ~1.3 18.5 4.3 11.4 178 52.8 18.0 44 3121 49| 608 28.9
49 REITs................ -5 -2 "' -2 8 5 -3 .8 8 5 5 1.7
All sectors”
50 Total net borrowing. .. ...... P 434.1 | 501.3 | 493.5 | 660.2 | 901.4| 1048.1| 730.2; 898.5| 904.3| 877.0| 1219.2 ] 8828
51 U.S. government securities 1229 | 133.0 | 2259 | 254.4| 273.8] 324.2) 2255} 250.9| 296.7| 294.3| 354.0| 340.2
52 State and local obligations. 303 234 | 442 53.7 504 | 152.4 51.8] 4271 S8.0| 67.4| 2373 11.8
53 Corporate and foreign bonds 30.1 326 37.8 31.2 70.7( 114.4 26.8 49.6 91.81 113.5{( 1153] 160.1
54  Mortgages..... PR 1311 ] 109.2 | 854 ) 183.0] 217.8] 236.1] 214.5{ 224.9( 210.7| 214.0| 258.2; 230.3
55  Consumer credit . 4.5 22.6 1.7 568| 95.0| 96.6( 75.1 98.7 91.3( 973 959 749
56  Bank loans n.e.c. 48.5 61.2 49.3 29.3 74.2 37.6 39.8 90.7 57.6 23.3 51.8 9.3
57  Open market pape 19.3 51.3 57 26.9 52.0 52.8 51.2 73.9 30.1 304 75.2 20.0
58  Other IoBNS. .....vevnverevirniiienrsivsirnnens 475 | 6.0 | 216 2481 616 34.1 454 67.1 680 1366 315 359
External corporate equity funds raised in United States”

59 Total new share ISSUeS. . ..........ccouvvvrvrernsiines 212 ( -33 | 36 6701 ~3L1) 2318 8§21 ~40.1 1 ~222) 333 4161 163.4
60 Mutual funds .... 4.5 6.0 16.8 32.1 38.0| 1034 28.7 393 36.6 936 113.1[ 214.1
61  All other.... 168 | -93 16.8 349] -69.1| —659| 23.4]| -79.4| -588| -60.4| ~-71.5| -50.7
62 Nonfinancial corporations ................. 12.9 | 115 11.4 83| -77.06] -81.6 184} —84.5] -69.4| ~75.7| ~-87.5| —-67.5
63 Financial corporations ........... Joiienias . 1.8 1.9 4.0 2.7 67| 117 29 59 76 110f 124 8.3
64 Foreign shares purchased in United States ........ 2.1 3 1.5 3.9 1.2 4.0 2.1 -7 3.0 4.3 3.6 8.5
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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.

198y 19847 1985" 1986
Transaction category, or sector 19807 | 1981 | 19827 | 1983 | 1984/ | 1985
H2 H1 H2 Hi H2 H1
1 Total funds advanced in credit markets to domestic
nonfin: BECLONS ...\ oivneniia i 344.9 | 3758 | 3874 | 548.8 | 756.3 | 859.1 | 5918} 728.8 7838 | 726.3 ) 992.0 | 668.6
By public agencies and foreign
2 Total net advances 94.9 | 1044} 11541 1153} 1546 ) 1930} 1068 ) 133.4 | 1758 1956] 1903} 255.9
3 U.S. government securities . . i 15.8 17.1 227 27.6 36.0 43.1 19.0 | 27.6 44.4 50.1 36.1 63.3
4 Residential mortgages................... 31.7 235 61.0 | 76.1 56.5 96 715 N7 60.2 85.6 | 103.7] 1212
5 FHLB advances to savings and loans . 7.1 16.2 8] -7.0 15.7 1421 -181 157 15.7 11.7 16.7 13.5
6 Other loans and securities .....................00 40.2 47.7 30.8 18.6 46.5 41.0 18.1{ 375 55.5 48.2 339 57.9
Total advanced, by sector
T US.government............ooovieiviiniiniinnss 3.7 24.0 15.9 9.7 17.4 10.8 9.7 9.0 257 20.8 7 7.9
8 ifonsored credit agencies . .. 45.6 48.2 65.5 69.8 7.3 | LS 70.5 74.0 72.5 98.21 1049 128.0
9 onetary authorities........ 4.5 9.2 9.8 10.9 8.4 21.6 12.2 9.0 7.8 24.0 19.2 10.1
10 Foreign ...........ccovivvuennn 2Lt 23.0 24.1 249 55.5 59.1 145} 413 69.8 52,6 656 109.9
ency and fo:%n borrowing not in line 1
1 ponsored credit agencies and mortgage pools ...... 44.8 47.4 64.9 67.8 749 | 101.5 688 | 69.8 80.0 9291 1102} 130.2
I - T 238 235 16.0 17.4 6.1 2.4 155) 354 § -232) -42 8.4 218
Private domestic funds advanced
13 Total net advances ............. ceeiereneenan | 3187 34231 35291 5187 ) 682.7 ] 769.8 | 569.1 | 700.6 | 664.81 619.4| 9202 5704
14 U.S. government securities . . . o 1071 1159 ] 20311 2269 | 23781 28111 206.5] 223.3 | 2523 | 244.2| 31791 2768
15 State and local obligations . .. 30.3 234 1 442 53.7( 504 1524 5181 4.7 380 6741 2373 11.8
16  Corporate and foreign bonds ... . e 2.3 19.8 14.8 146 | 32.6 36.5 9.0 25.6 39.5 47.1 259 88.8
17  Residential morigages........... e 70.0 53.5 | -53 550 | 98.5 86.3 83.9 | 109.9 87.0 71.9 | 100.8 51.7
18  Other mo gand loans ..., . 98.1 | 145.9 96.9 | 16151 279.1 | 227.71 216.0 | 314.7 | 243.6 | 2004 | 255.0] 148.7
19  Less: Federal Home Loan Bank advances 7.1 16.2 8| -70 15.7 1421 —~1.8] 187 15.7 11.7 16.7 13.5
Private financial intermediation .
20 Credit market funds advanced by private financial
INSHIULIONE. ..o an e 286.2 | 320.2 | 261.9 | 3919 1 550.5 | 547.2 | 447.6 | 583.4 | 517.5 | 461.2] 6€33.2] 574.1
21  Commercial banking ............ ...} 107.6 ) 1065 | 110.2 | 1443 | 1689 ) 186.8 | 167.2 | 185 1520 | 1358] 237.9 86.6
22 Savingsinstitutions ............0oiiiiiiiiieia 51.3 26.2 21.8 | 13561 1492 857 | 143.8] 1736 | 1249 63.1| 108.3| 113.8
23 Insurance and pension funds 93.2 93.5 86.2 97.8 ] 124.0 | 1334} 1057 ] 144.6 103.5 | 139 | 153.0( 1415
24 Otherfinance ............oviiivereniiiiireni.es 340 940 | 437 14.1 | 108.3 | 141.3 3091 79.5 | 137.1] 1484 | 1341 2321
25 Sources of funds .......... . e 286.2 | 3202 | 261.9 ] 391.9 1 550.5 ( 547.21 447.6 | 583.4 | 517.5) 461.2 ) 633.2| S574.1
26  Private domestic deposits and RPs................. 1708 | 2145 | 195.2 ] 212.2 | 317.6 | 206.9 | 2357 ] 3003 | 334.8| 201.8 | 212.1] 215.1
27 Credit market borrowing . .........covviniininn... 206 | 54.5 252 26.2 64.1 85.3 5431 64.5 63.8 62.0 { 108.7 56.2
28 Other sources. . 94.8 51.2 41.5 | 1534 | 168.8 | 254.9 1 157.6 | 218.6 119.0 ] 197.4 31251 3027
29 Foreign funds . . .. -25.1 | -23.7 | -31.4 16.3 54 16.2 46.2 30 7.8 1.2 2120 -64
30 Treasury balances ............ ~261 -L1 6.1 -53 4.0 1031 -219 -4 8.5 13.9 61 -7.8
3 Insurance and pension reserves . 88.9 89.6 92.5 | 1106 | 1125 1022 ] 122.4 | 146.5 78.5 902.0| 11251 1077
32 Other,met .......ovvii i 336 | -13.6 | -25.7 318 | 468 1263 109 | 69.5 242 | 804 1722 2093
Private d i fi ial i S
33 Direct lending in credit markets 53.1 76.6 | 1163 ] 153.0 1 1964 | 307.9 | 175.8 [ 181.7 | 211.0| 220.2| 3956 52.5
U.S. government securities . . 34.2 371 . 699 | 9554 1329 1568 89.2( 1409 | 125.0 | 1344 | 1793 55.7
35  State and local obli;ations e 7.0 1.1 25.0 39.0 29.6 58.8 37.8 25.0 34.3 20.2 97.4 | -37.1
36 Corporate and foreign bonds. =177 =40 20 -127} -34 15.5] ~-4.5]-267 19.9 M5 -3.5 27.2
37  Open market paper ....... 4.6 141 =13 | 151 89| 499 321| 156 2.3 49| 949 -16.4
38 Other............. 28.2 3101 206 16.2 28.3 269 212 269 29.7 26.3 27.6 23.1
39 Deposits and currency 183.9 | 2224 | 204.5 | 229.7| 321.1 | 217.2 | 248.8 | 311.5 | 330.7 | 215.0! 2193} 2166
40 UITenCy . ..., 10.3 95 2.7 4.3 8.6 12.4 17.4 13.2 4.1 13.9 8.9 11.4
41  Checkable deposits ........... 6.5 18.5 86| 28.8 2781 4.2 16.2 | 30.2 254 18.1 70.2 76.0
42 Small time and savings account: 82.3 413 | 1357 153 | 15071 137.5 | 148.1] 1362 | 165.1} 166.7 | 108.3] 1155
43  Money market fund s S . 29.2 | 107.5 24.7 | —44.1 47.2 -2.2 -4.2 30.2 64.2 4.2 -8.6 29.0
44 Large time deposits. 459 | 360 527 -63 84.9 140] S38] 929 T70) -18 61 -54
45 Security RPs........... 6.8 5.2 1.1 18.5 7.0 134 21.8( 108 3.1 14.3 12.5 N
46 Deposits in foreign countri 28 -7 -4 31 -5.1 =21 ~43| =20 -821 -26| =17} -10.0
47 Total of credit market instruments, deposits and
CURTERCY . .. - oot iieeaiannrrorvaaccseciosenns 2370} 2990 ] 320.7 | 382.7 | S17.4 | 8251 | 424.6 | 493.2 541.7 ] 438.2] 6149 269.0
48  Public holdings as percent of total . . 25.7 26.2 86| 204 20.3 2.4 176 | 17.5 2.1 27.1 19.0 36.8
49  Private fi ! intermediati in p . 89.8 93.6 74.2 5.5 80.6 7.1 787 | 833 77.8 74.5 68.8 | 100.7
350 Total foreignfunds ...........c.ovooviiiL -4.0 ~71 =73 41.3 609] 75.2| 606| 443 7.6 637 86.7 | 103.5
Memo: Corporate equities not included above
S1 Totalmetfssmes.....................c.ooovnnss 212 -33| 36} 670 =311 3751 S52.1{-401 | -22.2 333 416 1634
52 Mutual fund shares 4.5 6.0 16.8 32.1 38.0 | 103.4 2871 393 36.6| 93.6) 113.1| 214.1
53  Other equities. ... 168 | -93 16.8 49| -69.1 | -659}| 23.4{-794 | -588| -60.4) -71.5| -50.7
54 Acquisitions by financ . 2.2 199 2761 468 8.2 3.2 3561 —4.1 20.6( 48.0 14.3 28.5
S5 Othernetpurchases ...............cooiviiiiniinns, -1.0 | -23.2 6.0 202 | -394 6.3 16.5 | 360 |} -42.7| —-14.7 2731 1349
NOTES BY LINE NUMBER. 31. Excludes net investment of these reserves in corporate equities.
1. Line 1 of table 1.57. 32. Mainly retained ings and net miscellaneous liabilities.
2. Sum of lines 3-6 or 7-10. 33. Line 13 less line 20 plus line 27. . .
6. Includes farm and commercial mortgages. 34-38, Lines 14-18 less amounts wqauued by private finance plus amounts
11. Credit market funds raised by federally sp red credit ies, and net borrowed by private finance. Line 38 includes mortgages.

issues of federally related mortgage pool securitics. 40. Mainly an offset to line 9. .
13. Line 1 less line 2 plus line 11 and 12. Also line 20 less line 27 plus line 33. Also 47. Lines 33 plus 39, or line 13 less linc 28 plus 40 and 46.

sum of lines 28 and 47 less lines 40 and 46. 48. Line 2fline 1.

18. Includes farm and commercial mortgages. 49. Line 20/ine 13.

26. Line 39 less lines 40 and 46, 50. Sum of lines 10 and 29, L

27. Excludes equity issues and in shares. Includes line 19. 51, 53. Includes issues by financial institutions. .

29. Foreign deposits at commercial banks, bank borrowings from foreign NoTE. Full statements for sectors and transaction types in flows and in amounts
branches, and liabilities of foreign banking agencies to foreign affiliates, less outstanding may be obtained from Flow of Funds Section, Division of Research
claims on foreign affiliates and deposits by banking in foreign banks. and Statistics, rd of Governors of the Federal Reserve System, Washington,

30. Demand deposits and note balances at commercial banks. D.C, 20551.
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2.10 NONFINANCIAL BUSINESS ACTIVITY Selected Measures*
1977 = 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1985 1986
Measure 1983 1984 1985
Dec. Jan Feb Mar. Apr’ May” June” July” Aug
I Industrial production. ................... 109.2 121.8 124.5 1256/ 126.27) 128.3| 123.¢| 1247 124.2 124.2 124.6 124.8
Market groupings
2 Products, total .. . 113.9 127.1 131.7 133.00 134.00 132.9 131.2 132.7 132.4 132.2 1329 133.3
3 Final, total ...... 114.7 127.8 132.0 133.27] 133.97) 132.8/| 130.6/| 132.1 131.6 130.9 131.7 132.2
4 Consumer goods 109.3 118.2 120.7 123.37 123.87 123.37 121.8 124.5 124.3 124.2 124.8 125.1
5 Equipment 121.7 140.5 147.1 146.47| 147.57 14547 142,37 1423 141.2 139.7 140.8 141.6
6 Intermediate 111.2 124.9 130.6 132.00] 13427 13347 13337 1345 135.1 136.7 136.9 1374
7 Materials........ P 102.8 114.6 114.7 1154 115.57| 11487 113.37| 113.8 113.0 113.3 113.3 113.1
Industry groupings
8 Manufacturing .........ooeeiiiniiai.n. 110.2 123.9 127.1 128.2¢ 129.4r 128.70 127.2r 128.7 128.2 128.0 128.8 129.2

Capacity utilization (percent)?
9  Manufacturing ............. . 74.0 80.8 80.3 80.2"
10 Industrial materials industries. ... .

11 Construction contracts (1977 = 1003 ..., .. 1380 | 1500 | 161.0 | 162.0

12 Nonagricultural employment, totalé
13 Goods-producing, total. .
14 Manufacturing, total . .
15 Manufacturing, produc
16  Service-producing . .
17 Personal income, total
18  Wages and salary disbursements
19 anufacturing .........

20 Disposable personal income$ . . .
21 Retailsales (1977 = 100¥................ 162.0 1790 190.6 19540

Prices’
22 Consumer.............
23 Producer finished goods.

K 3111 3222 3274
285.2 291.1 293.7 297.2

80.8" 80.2 79.1 79.9 79.4 79.1 79.5 79.6
80.17 19.6 78.5 78.7 78.1 78.2 78.1 779

146.0 162.0 149.0 176.0 160.0 161.0 163.0 168.0

3284 321.5 326.0 325.3 326.3 327.9 328.6 328.6
296.0 291.9 288.1 287.2 289.0 288.9 288.3 288.3

1. A major revision of the industrial ;:roduction index and the capacity
utilization rates was released in July 1985. See **A Revision of the Index of
Industrial Production’’ and panying tables that contain revised indexes
(1977=100) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71
(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULLETIN.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Department, Department of Com-
merce, and other sources.

3. Index of dollar value of total construction contracts, including residential,
nonresidential and heavy 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. lgased on data in Survey of Current Business (U.S. Department of Com-
merce).

6. Based on Bureau of Census data published in Survey of Current Business.

7. Data without seasonal adﬂustment, as published in MomhgeLabor 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 ind for series ioned 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.

1986
Category 1983 1984 1985
Jan. Feb. Mar. Apr. May Juner July” Aug.
HOUSEHOLD SURVEY DATA
1 Noninstitutionat population! ............. 176,414 | 178,602 | 180,440 | 181,898 | 182,058 | 182,223 | 182,387 | 182,545 | 182,732 | 182,906 | 183,074
2 Labor force (including Armed Forces)! . 113,749 ] 115,763 | 117,695 119,004 ] 119,322 ] 119,445 1 119,473 | 119,898 | 120,345 | 120,296 | 120,428
3 Ciéilim; labor force........... , 113,544 | 115,461 116,786 | 117,088 | 117,207 | 117,234 | 117,664 | 118,116 | 118,072 | 118,182
'mployment
4 Nonagricultural industries? 97,450 | 101,685 [ 103,971 | 105,655 | 105,465 | 105,503 | 105,670 | 105,950 | 106,508 | 106,769 | 107,107
5 Agriculture. .. 3,383 321 8 3,299 3,096 3,285 322 3,160 3,165 3,12 3,048
Unemploymen
6 Number .. ... 10,717 8,539 8,312 7,831 8,527 8,419 8,342 8,554 8,443 8,190 8,027
7 Rate (percent 9.6 7.5 7.2 6.7 7.3 7.2 7.1 7.3 7.1 6.9 6.8
8 Not in labor force 62,665 62,839 62,745 62,884 62,733 62,778 62,914 62,647 62,387 62,610 62,646
ESTABLISHMENT SURVEY DATA
90,196 94,461 97,698 99,296 99,429 99,484 99,783 99,918 99,843 | 100,122 | 100,324
18,434 19,412 19,426 19,303 19,294 19,255 19,245 19,201 19,135 19,116 19,135
952 974 969 897 880 852 821 790 772 764 752
3,948 4,345 4,661 4,901 4,864 4,838 4,972 4,974 4,947 4,981 5,036
4,954 5,171 5,300 5,286 5,277 5,280 5,266 5,265 5,167 5,276 5,236
20881 22,1341 23,195| 23,564 23,638| 23,669 23,715 23,783 23,773 23,848} 23,893
5,468 682 5.924 6,123 6,157 6,184 6,228 6,261 6,295 6,335 6,376
19,694 | 20,761 F 21,929 22,585] 22,638] 22,707 22,825} 22,924 23,072 23,182] 23,248
15869 { 15,984 | 16,295 16,637 | 16,681 16,699 | 16,714 16,720 | 16,682 | 16,620 | 16,648

1. Persons 16 years of age and over. Monthly figu
dar week that

sample data, relate to the

res, which are based on
the 12th day; annual data

are averages of monthly figures. By definition, seasonality does not exist in
population figures, Based on data from Employment and Earnings (U.S. Depart-

ment of Labor).

2. Includes selfemrloyed. unpaid family, and domestic service workers.

3. Data include al

full- and part-time employees who worked during, or

received pay for, the pay period that includes the 12th day of the month, and

exclude proprietors, self-employed Eersons, domestic servants, unpaid family
workers, and members of the Armed Forces. Data are adjusted to the March 1984
benchmark and only lly adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Department of Labor).

4. In addition to the revisions noted here, data for January through June 1985
have been revised as follows: Jan,, 21,382; Feb., 21,480; Mar., 21,644; Apr.,
21,723; May, 21,813; and June, 21,856. These data were reported incorrectly in
the BULLETIN for November 1985 through March 1986,
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTILIZATION

Seasonally adjusted
19857 1986 19857 1986" 19857 19867
Series
Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Ql Q

Output (1977 = 100} Capacity (percent of 1977 output) Utilization rate (percent)
! Totalindustry.......................... 124.0 | 124.7 125.0 124.3 154.4 1554 156.3 1571 80.3 80.2 80.0 79.2
2 Mining .. . 107.9 107.1 105.4 100.1 132.4 132.5 132.1 132.1 81.5 80.9 79.6 75.7
3 Utilities ..... . 1111 112.8 110.5 109.5 135.0 135.7 136.3 136.9 823 83.2 81.1 80.0

4 Manufacturing ..o, 1268 | 1274 128.4 128.3 158.4 159.5 160.5 161.4 80.1 79.9 80.0 79.5

5 Primary processing . .. 109.2 [ 1103 111.5 11.1 132.7 133.1 133.6 134.0 82.3 82.8 835 82.9
6 Advanced processing . 137.4 137.8 138.5 138.8 173.9 175.3 176.7 1779 79.0 78.6 78.4 78.0

TMaterdals . ... 1138 | 1143 114.5 113.4 142.8 143.6 144.2 144.7 79.7 79.6 79.4 78.3

8 Durable goods ... 1204 | 1211 120.9 118.8 157.8 159.0 159.9 160.7 76.3 76.2 75.6 73.9
Metal materials 79.6 82.6 79.0 75.2 115.9 115.5 115.0 114.5 68.7 71.5 68.7 65.7

10 Nondurable goods. ... .. 134 [ 1139 115.7 116.8 138.1 138.6 139.0 139.5 82.1 82.2 83.2 83.8

11 Textile, paper, and che 113.3 114.0 116.2 117.0 137.5 138.0 138.4 138.8 82.4 82.7 83.9 84.3

12 Paper ... 123.8 124.8 128.8 130.2 135.8 136.5 137.3 138.1 91.1 914 93.8 94.3

13 Chemical. . 136 | 1134 115.3 115.4 143.1 143.6 144.0 144.3 79.4 79.0 80.1 79.9

14 Energy materials ..............ooeunes 102.5 102.6 102.2 100.8 120.6 120.9 121.1 121.3 85.0 84.9 84.4 83.1
Previous cycle! Latest cycle? 1985 19857 19867

High Low High Low Aug. Dec. Jan. Feb. Mar. Apr. May June July Aug.

Capacity utilization rate (percent)

15 Total industry........ 88.6 72.1 86.9 69.5 80.6 BO.6 80,9 80,2 79.0 79.5 79.1 78.9 79.1 79.0
16 Mining .............. 92.8 87.8 95.2 76.9 81.6 B1.1 81.6 79.4 71.9 76.4 75.5 75.3 73.8 72.8
17 Utilities ............. 95.6 82,9 88.5 78.0 81.5 B4.5 82.7 80.4 80.1 80.0 79.3 80.6 80.0 8.7
18 Manufacturing ....... 87.7 69.9 86.5 68.0 80.3 80.2 80.8 80.2 79.1 79.9 79.4 79.1 9.5 79.6
19 Primary processing . .. 91.9 68.3 89.1 65.1 82.5 83.0 84.4 83.6 82.4 83.2 82.9 82.6 82.7 83.2
20 Advanced processing 86.0 7.1 85.1 69.5 7.3 79.0 79.2 78.6 77.4 78.5 78.0 77.6 78,1 78.0
21 Materials ............ 92.0 70.8 89.1 68.4 79.8 80.3 80.1 79.6 78.8 78.7 78.1 78.2 78.1 7.9
22 Durable goods ....... 91.8 64.4 89.8 60.9 76.8 76.5 76.5 759 74.5 74.9 73.7 73.2 73.5 73.4
23 Metal materials. . ... 99.2 67.1 93.6 45.7 70.2 71.8 71.0 69.0 66,0 68.3 65.2 63.5 64.1 63.6
24 Nondurable goods ., .. 91.1 66.7 88.1 70.6 81.6 82.8 83.7 83.5 82.5 83.6 83.5 84.2 84.4 85.0
25  Textile, paper, and
chemical....... 92.8 64.8 89.4 68.6 81.7 83.3 84.3 84,2 83.4 83.6 84.2 85.0 85.0 85.9
26 Paper ........... 98.4 70.6 97.3 79.9 89.7 94.3 94.6 93.8 93.0 93.6 93.1 96.1 956 |......
27 Chemical ........ 92.5 64.4 87.9 63.3 78.7 79.4 80.8 80.2 79.4 79.4 80.2 80.3 80.2 [.......
28 Energy materials ..... 94.6 86.9 94.0 822 84.8 86.4 85.1 84.3 83.7 82.8 82.9 83.7 82.7 81.2
1. Monthly high 1973; monthly low 1975. NOTE. These data also appear in the Board's G.3 (402) release. For address, see

2. Monthly highs 1978 through 1980; monthly lows 1982, inside front cover.
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Monthly data are seasonally adjusted

Selected Measures A47

1977 4
o ' pro, | 1985 1985 1986
rouping por- | ave.
tion Aug. | Sept. | Oct. | Nov. { Dec. | Jan. | Feb. | Mar. | Apr. | May | June | July? | Aug.
Index (1977 = 100)
MAJOR MARKET
1 Total index ......... 100,00 | 123.8 | 124.4 | 124.3} 123.6 | 124.8 | 125.6 | 126.2 | 1253 | 123.6 | 124.7 | 124.2 | 124.2 | 124.6 | 124.8
2 Products ........... $7.72 [ 130.8 | 132.1 | 1320 131.0{132.8 | 133.0( 134.0( 1329 131.2 | 132.7 132.4 | 132.2 | 132.9{ 133.3
3 Final products .. .. 44,77 {1301 | 1322 ] 132.2¢ 1310 133.1 | 133.2 | 133.9| 132.8 [ 130.6 | 132.1{ 131.6 | 1309 | 131.7 ] 132.2
4 Consumer goods 25.52 1120.2 | 1209 | 121.1 ) 120511227 | 123.3 | 123.8 | 123.3 | 121.8 ] 124.5| 1243 | 124.2 | 1248} 125.1
5 Equipment ...................... 19.25 1 145.4 | 147.1 | 146.9| 1449 147.0 | 146.4 | 147.5 | 145.4 | 142.3 | 1423 | 141.2 | 139.7 | 140.8 | 141.6
6 Intermediate products............... 12.94 11300 | 1317 1313 | 131.2 | 131.8 | 132.0| 134.2 | 133.4 | 1333 134.5| 135.1 | 1367 | 136.9| 1374
TMaterials.........ooviviiniieiiiin 42,28 {1142 | 113.9] 1138 11341 113.9 | 1154 1155 114.8 1 1133 | 113.8 | 113.0 | 1133 | 113.3 ¢ 1131
Consumer goods
8 Durable consumer goods .............. 6.89 | 112.9 | 114.5] 113.1 | 1123|1154 | 1153 1160 116.6 | 1124 ]| 1159 | 1138 1143 | 1159 | 1152
9  Automotive products ............... 298 | 1140 | 1186 1162 | 113.2 11156 | 113.9] 1162 | 1176 | 1104 1164 | 113.2] 1137 1158 113.4
10 Autos and trucks................. 1.79 | 112.0 | 119.4 | 115.8 | 111.3 | 114.1 { 110.4 | 118.2 ] 119.4| 1063 { 115.1 | 110.3 | 112.2 | 114.5| 110.8
11 Autos, consumer............... 1.16| 989 | 101.2] 98.8| 949 95.6 9461 105.5( 107.1| 93.7| 1008 | 948| 993 953} 878
12 Trucks, consumer .............. .63 11363 | 153.11 147.4 | 141.8 | 148.6 | 139.8 | 141.7 | 142.1 | 129.6 { 141.5 ) 139.4 | 136.1 ] 1503 | .....
13 Auto parts and allied goods. ....... 1191169 | 1173} 116.8 | 116.0| 117.7 { 119.0] 113.3 | 114.9 | 116.6 | 1184 | 117.4 | 116.1 | 117.7 | 117.5
14 Homegoods....................... 391 | 1122 [ 19144 1107 1116|1153 | 1164 1158 | 1158 | 1139 1155 114.3] 1148 | 116.0| 116.5
5 A}:ghances, AlfCand TV .......... 1.24 [ 131.0 | 128,7 ) 126.1 | 127.5) 138.8 | 140.4{ 133.2] 135.1 ] 133.7 138.8 | 133.9] 137.5{ 138.9 ] 139.9
16 ppliances and TV ............. 1.19(131.8 ] 1295} 128.3  129.8 | 141.3 | 143.2] 135.7 ] 137.6 | 136.0 | 140.6 | 1358 139.1 | 141.5| .....
17 Carpeting and furniture ........... 96 [ 119.8 | 119.5 | 1217 | 121.9 | 124.6 | 123.3 | 125.1 | 124.4 | 121.2 | 121.8 | 123.3 | 122.5} 125.2].....
18 Miscellaneous home goods ........ 171 943 9431 933 %44 9.1 95.11 98.0| 97.0| 9551 950 950] 941} 94.2(.....
19 Nondurable consumer goods........... 18.63 | 122.9 | 123.3 | 124.1 | 123.5]125.3 | 1263 126.6 | 125.8 | 1253 | 122.7 | 128.1 } 127.9 | 128.1 | 128.7
20 Consumer staples ............ 15.29 | 129.0 | 129.5( 130.1 | 129.4 ] 131.3 | 132.5| 132.8 ] 132.3 | 131.6 | 1343 | 135.0} 1349 | 135.0 | 135.8
21 Consumer foods and tobacco 7.80 | 128.8 | 129.7  130.1 | 128.71130.5 | 131.6 | 130.1 ] 131.1 | 1303 | 131.9] 1324 132.7 | 1326 .....
22 Nonfood staples. ............. .. 7.49 (1292 1 12931 130.1 ] 30.3 11321 | 133,41 1356 133.5] 133.01 136.7 | 137.7] 137.1 ] 137.4 | 138.6
23 Consumer chemical products ...} 2.75 | 149.1 | 149.7 | 152.9 | 149.1|154.8 | 153.6 | 156.3 | 158.3 | 156.4 | 163.1 | 162.4 | 163.6 | 167.1 | .....
24 Consumer paper products ....... 1.88 [ 141.9 | 141.6 | 142.6 | 143.5|143.2 | 146.5| 148.9 | 143.4 ] 143.1| 145.1 | 1486 1472 | 1446 | .....
25 Consumer energF ............... 28611008 | (0181 9991 103.01103.1 | 10541 107.0] 103.2] 104,01} 1060 1068 ] 1049] 10431 .....
26 Consumer fuel ............... 1.44 | 886 90.3| 8461 90.1§ 89.8 91.71 9.1 9201 92.2| 9377 9641} 920 91.2|.....
27 Residential utilities ........... 1.42 {1153 | H3.4 | 1155) 16211166 | 1194 | 1201} 11457 116.1 | 1184 | 1175} 1181 ]..... |.....
Equipment
28 Busi and quipment ....... 18.01 | 146.0 | 147.5) 147.4 } 145.7 1 148.2 | 147.8 | 149.1 | 147.8 | 145.5] 146.6 ] 146.0 | 144.8 | 146.1 | 146.9
29 Business equipment ................ 14.34 1 139.6 | 141.0 | 140.4 | 1383} 140.8 | 140.0 | 141.5| 140.5{ 137.7] 138.6 | 137.9( 1362 ] 137.5| 1379
30 Construction, mining, and farm .... 2081 64.3 646 644| 64.2) 65.1 663| 653 63.0| 359.5| 58.6f 609| 619 60.7].....
31 Manufacturing ................... 327 11107 | 1109 1122 1001 1105 { 111.6 113.0 ) 1129} 1124 119} 111.9| 111.7 ] 1124 | 11L9
32 OWer. ........... 1.27 1 83.5 8481 84.3| 853 84.1 854 829} 823 8.0 830 829 835] 814] 81.2
33 Commercial .... 5222179 | 219.5( 216.9 | 212.3}218.6 | 217.0 | 217.8 | 216.8 | 214.3 | 213.4 | 2129 | 207.2} 213.6 | 214.8
34 Transit..........cooiiiiiiiiii, 24911054 | 107.1 | 109.5 | 109.5]109.7 | 1055 | 1127 1107 1043 { 112,1| 1073 | 108.8{ 104.1 } 107.9
35 Defense and space equipment........ 36711706 | 17331 174.5) 174.81177.2 | 1785 1787} 176.3 ] 176.2 | 178.0] 178.0 | 1784} 179.7{ 182.2
Intermediate products
36 Construction supplies 59511183 | 120.4 ] 120.3] 120.2]120.5 | 1198 | 124.0] 122.6 | 122.6 ] 123.6 | 123.5 [ 124.1 | 124.2 | 125.1
37 Business supplies ......... 6.99 ;1400 | 14131 140.7 | 140.5| 1415 | 1424 ] 142.9| 1426 | 142.5] 143.8 | 1450 | 1474 | 1477} .....
38  General business supplies ........... 567 (1439 | 1457} 144.2  144.3| 1453 | 146.2 | 147.2 | 1467 | 146.4 | 148.0| 1483 | I51.0| 152.1 | .....
39 Commercial energy products......... 1311229 ] 12221 1254 123.8 [ 125.4 | 126.2 ] 1244 1249 1256 | 1258 130.7 | 1319 1285 .....
Materials
40 Durable goods materials. .............. 20.50 | 121.4 | 1212 119.9] 120.1 | 120.2 | 120.9] 1222} 121.3 | 1193} 120.2 | 1184 | 117.9| 118.5| 118.5
41 Durable consumer parts 4.92 | 100.3 9971 98.6] 99.8(100.7 | 101.1 | 103.5] 1032 99.9f 99.3| 964 963 957 94.8
42 Equipment parts ...... 594 | 158.0 | 157.7] 155.4 | 152.7 | 154.0 | 154.1| 153.8 | 153.0 | 153.7 | 154.8 | 1523 | 1517 | 154.3 | 155.0
43 Durable materials ne.c.............. 9.64 | 109.7 | 109.7 | 108.9} 1103 | 111.4 | 11281 112.2| 111.0| 108.0 | 109.4 | 108.8 | 108.1 | 108.1 | 108.0
44 Basic metal materials ............. 4,64 | 84.8 85.5| 84.0f 855 878 87.9| 852 B3.0| 79.6} 89| 789| 77.1 718 .....
45 Nondurable goods materials ........... 10.09 | 112.2 ) 1127} 114.2] 113.6 | 1133 | 1149 116.2] 116.1 | 1148} 1165 | 116.5| 1176 | 117.9 119.0
46  Textile, paper, and chemical
materials ... 7.53 11122 | 112.4| 1144 113.7|113.4 | 1150 116.5] 116.5| 115.5| 1159 ] 116.9 | 118.1 [ 118.2 | 119.6
47 Textile materials ................. 152 98.7 | 102.0 1043 105.2 ( 106.1 | 103.8 ¢ 104.1( 107.5( 1057 ( 106.7 | 1084 109.5( 110.7 1 .....
48 Pulp and paper materials . . 1.55|124.1 | 1219 123.8 ] 121.8|123.6 | 129.0 | 129.7| 128.8| 128.0| 129.0 | 128.6 | 133.0 | 132.5|.....
49 Chemical materials ............... 446 (1127 | 1127 1146 113.7[ 1124 | 1140} 1162} 1154 1145 114.5] 1157 1159 1159 .....
50 Miscellaneous nondurable materials . . 2.57 | 1121 | 1138 | 113.5] 113.4 | 1128 | 114.4 | 1154 ] 115.0| 112.8 | 118.2] 1153 | 1160 117.1 | .....
51 Energy matenials .. .........ccoonoennn 11.69 | 103.4 | 102.2 [ 102.8} 101.5]101.8 | 104.5} 103.0| 102.1 ] 101.4 | 100.4 | 100.5| 101.5| 1004 | 98.6
52 Primaryenergy ..............0oenn 7.57107.2 | 106.2 | 106.3 | 105.51106.5 | 108.1 | 106.9] 106.7| 1074 | 106.2{ 106.7 ]| 1068 | 104.6 | .....
53  Converted fuel materials ............ 4.12 | 9.4 949 | 962 942 93.3 979 958) 936 95| 89.7{ 8.2} 918 925|.....
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued

sic 1977 1985 1985 19867
. pro-
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 15,79 110.0| 108.8| 110.1| 108.8| 108.8] 110.2] 109.8| 106.8] 105.4] 104.2 103.1( 103.6] 102.1] 100.6
2 Mining. 9.83| 108.8 108.1 108.2| 106.9| 106.9] 107.4] 108.1] 105.1] 103.0] 101.0| 99.8| 99.4[ 97.4] 9.0
3 Utilities ., 5.96| 111.9] 110.0| 113.3] 111.8| 111.9] 114.8] 112.5] 109.7] 109.3] 109.4| 108.5 110.4{ 109.8{ 108.2
4 Manufacturi 84.21| 126.4| 127.2| 127.0| 126.3| 127.8| 128.2] 129.4] 128.7| 127.2] 128.7( 128.2| (28.0( 128.8] 129.2
5 Nondurable 35111 125.1] 126.0] 126.4 125.8] 127.2] 127.5| 129.3| 128.7] 127.7f 129.6 129.9| 130.6] 131.4] 132.1
6 Durable..........coovviiiiiiiid] e 49.10| 127.3} 128.1} 127.4] 126.7| 128.2] 128.7] 129.5] 128.7| 126.8] 128.1] 127.0| 126.2] 127.0] 127.1
Mining
TMetal....oooovviiieien i 10 S0 7s.0f 7491 73.8] 76.0( 783 7731 73.5| 772 759] 76.0| 72.0
B Coal, oo viviiiiiriiie i 1112 1.60[ 126.8 125.0] 126.9] 122.9] 125.8] 128.4] 130.8] 126.5] 124.7] 124.4 2 . E
9 Oil and gas extras 13 7.07] 106.2] 105.7| 105.4]{ 104.4] 103.5] 104.2| 104.9] 101.1] 99.2| 96.2| 95.1| 93.7 92.4| 91.0
10 Stone and earth mineral 14 66| 11831 118.1] 118.8| 118.5) 118.0| 114.6| 113.5] 116.8]| 111.6| 115.0| 112.4] 114.5] 112.6] .....
Nondurable manufactures
11 Foods ......oovvviiniveiiiiiinn, 201 7.96( 130.2 131,51 132.2| 129.4] 13L.5| 132.1] 132.0] 132.9| 132.2] 133.1f 133.7 1340 134.1| .....
12 Tobacco products................. 21 62| 100.2{ 98.31 98.9| 103.2] 102.8| 100.3| 93.8] 97.0 93.6] 100.3] 101.6] 97.6[ .....[ .....
13 Textile mill products .............. 22 2.29] 103.2 104.2{ 107.0{ 107.7} 110,0| 107.7| 107.9] 109.9| 108.0| 111.4| 1103 112.6] 112.8] .....
14 Apparel products ................. 231 2.79) 100.9) 100.0) 101.8) 102.1) 103.8) 104.5} 105.5} 102.8) 102.8) 103,1) 102.6) 1017} 102.1) .....
15 Paper and products. ............... 26| 3.15| 127.6] 126.5 128.0] 127.7] 128.9 131.3| 133.6] 132.6| 132.4| 134.1| 133.2] 136.0] 138.3}] .....
16 Printing and publishing 27| 4.54| 153.9| 155.8] 153.4| 154.5] 156.8| 157.6| 160.9] 156.7] 157.8| 161.6 161.9] 163.2{ 165.0f 165.7
17 Chemicals and products 28 8.05| 127.1 127.9( 129.1} 127.3] 128.2( 128.1( 13L.7] 132.0] 130.2] 132.8| 131.5] 133.1] 134.2] .....
18 Petroleum products ............... 29| 2.40| 86.8] 89.2 853} 87.9] 87.6] 889 9471 90.i| 88.6 91.3] 957 91.9] 90.4[ 93.7
19 Rubber and plastic products........ 30| 2.80( 146.9] 148.2| 148.8] 149.0f 150.1) 149.4] 150.2| 151.1f 147.8| 146.8] 150.1f 152.2 153.5{ .....
20 Leather and products.............. 31 537 68.5F 70.7f 70.1] 68.2] 68.7] 66.4] 654 64.8] 62.7} 61.5] 59.5| 57.9] 60.0] .....
Durable manufactures
21 Lumber and products. 24| 2307 113.4] 1153} 116.0] 116.2f 115.0} 116.1} 120.5| 120.3
22 Furniture and fixtures . ... 25| 1.27} 139.7} 140.9} 142.8{ 140.0| 142.2] 140.5| 141.2| 143.2
23 Clay, glass, stone products 32( 2.72{ U1s.5] (164 (174 t16.4{ 116.7{ 118.2) 120.0f 119.3
24 Primary metals 33| 5.33| 80.5| 82.3] 80.8 8.9 829 81.7] 82.4| 803 R . X . .
25 Ironand steel ......... 331.2| 3.49| 704 72.3| 70.3| 724| 73.9| 71.6] 72.2| 69.5 . . 5 . .
26 Fabricated metal products 34| 6.46( 107.3] 107.4{ 106.7| 107.9| 107.6] 108.2] 109.2| 108.5] 107.6] 108.2| 106.5| 106.6( 105.7 106.5
27 Nonelectrical machinery 35| 9.54| 145.3] 145.4{ 144.2| 141.7| 144.8{ 146.2| 144.9| 143.9] 141.7] 140.8| 141.3| 140.4 142.0| 140.5
28 Electrical machinery ..... 36| 7.15| 168.4| 165.8| 164.5| 164.2| 166.9| 168.7( 166.1] 164.8| 165.2| 166.8| 166.0| 163.2| 167.2| 167.7
29 Transportation equipment. .. 37| 9.13| 121.4] 125.0] 124.5| 123.3] 124.8| 1240 128.2f 127.5| 122.6| 126.2 124.1] 125.1| 125.2| 124.8
30 Motor vehicles and parts. . .. 371 s.25| 111.5| ns.e| 113.7( 111.4] 112.6| 1t11.4] 116.5] 116.4| 108.1| 112.6] 108.7| 110.6| 110.5| 108.0
31  Aerospace and miscellaneous )
transportation equipment 3.87] 134.9) 137.8] 139.1] 139.4] 141.3] 141.0] 143,91 142.6/ 142.4] 144.8) 145.0] 144.7] 145.0] 147.5
32 Instruments 2.66| 139.1 141.0( 139.0f 138.4] 139.9( 140.4] 141.5] 141.9| 142.0| 142.4 140.3| 1399 138.5| 140.0
33 Miscell 1.46| 96.1| 96.5| 95.3] 95.0/ 94.8) 96.6] 100.9] 1009 99.0| 99.2] 101.0] 98.3( 97.3( .....
Utilities
34 EleCtriC . oo vvvvininennennninnens] vuenns 4.17( 119.7( 117.6] 120.8} 119.4| 120.1| 122.4{ 119.7] 119.5 119.8] 121.6] 121.7| 123.3} 1220 .....
Gross value (billions of 1978 dollars, annual rates)
MAJOR MARKET
35 Products, total ....................0 ... 517.5 [1,650.9(1,663.7(1,653.8(1,658.6(1,680.6|1,676.6|1,702.1(1,686.5|1,660.81,686.3|1,687.6|1,674.411,664.9|1,675.9
36 Final ....... .. 405.7 [1,282.3}1,290.6|1,283.5]1,284.6}1,304.9/1,302.5(1,321.2|1,310.3(1,282.5{1,307.0{1,301.1}1,287.7(1,280.111,289.1
37  Consumer g 272.7| 820.7} 826.4] 817.3] 822.1] 838.1| 841.7] 850.7( 845.3| 832.0f 852.3] 852.4] 842.7| 840.5| 846.3
38 Equipment 133.0] 461.7] 464.2] 466.2] 462.5| 466.8| 460.8] 470.5| 465.1( 450.4] 454.7| 448.7] 445.0( 439.6] 442.8
39 Intermediate. ..............ooonn] e 111.9] 368.6] 373.0] 370.3] 374.0] 375.7] 374.1| 380.8| 376.2| 378.3] 379.3| 386.4] 386.8] 384.8] 386.8

A A major revision of the industrial
utilization rates was released in July 198;

Spmduction index and the capacity
. See “*A Revision of the Index of

Industrial Production’ and accompanying tables that contain revised indexes

(1977=100) through December 1984 in the

EDERAL RESERVE BULLETIN, vol. 71

(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BULLETIN.

NoTE, These data also appear in the Board's G. 12,3 (414) release. For address,
see inside front cover.
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2.14 HOUSING AND CONSTRUCTION
Monthly figures are at seasonally adjusted annual rates except as noted.
1985 1986
Item 1983 1984 1985
Oct. | Nov. | Dec. Jan. Feb. Mar, Apr. | May” | Juner | July
Private residential real estate activity (thousands of units)
NEw UNITS
1 Permits authorized 1,605 1,682 1,733 1,703 1,668 1,839 1,861 1,808 1,834} 1,885 1,788§ 1,792 1,759
2 ily 902 922 957 984 932 963 1,060 1,033 1,043 1,139 1,092 1,121 1,093
3 703 759 777 719 736 876 801 775 91 746 696 671 666
4 Started ... 1,703 1,749 1,742 1,784 1,654 18821 2,034] 2,001 1,960 2,019 i.853] 1,852 1,815
5 1,067 084 1,072 1,118 1,006 1,098 1,335 1,202 1,221 1,242 1,241 1,230 1,162
6 2-or-more-family 635 665 669 666 648 784 699 799 739 7 612 622 653
7 Under construction, end of period!....... 1,003| 1,051 1,063f{ 1,089 1,087] 1,088] 1 094 L,110} 1,09] 1,135 1,132} 1,153 1,163
&  |-family .. 524 556 539 578 570 561 581 574 586 597 612 627
9 2-or-more-fam11y 479 494 524 512 517 528 522 529 526 549 534 542 536
10 Completed ............ooiviniiiiennns 1,390 1,652 1,703 1,541 1721 1,762 1,778 1,725 1,806 1,693 1,8291 1,613 1,732
11 t-family 924 1,0 1,072 1,072{ 1,095] 1,141} 1,075| 1,038| 1,183} 1,127 1,140 1,058 1,056
12 2-or-more-family 466 627 631 469 626 621 703 687 653 566 689 555 676
13 Mobile homes shipped.................. 296 296 284 291 287 285 280 266 40 249 239, 226 236
Merchant builder activity in I-family units
14 Numbersold .............oooviniinnes 622 639 688 637 722 729 735 741 924 880 784 697 658
15 Number for sale, end of period! ......... 304 358 350 353 353 349 152 352 338 kx4 338 344 352
Price (thousands of dollars)?
Median
16 Unitssold.............ccooveiiiiinnn 5.5 80.0 84.3 85.4 87.2 87.9 86.6 89.7 88.7 92.57 91.8 90.0 93.9
Average
17 Unsi‘tss sold. ...l 89.9 97.5 101.0 102.7 104.1 106.1 104.1 106.6 108.0| 1103 1148 1098 116.9
ExisTiNG Units (1-family)
18 Numbersold ...................... .0 2,719 2,868 3,217 3,530p 3,450{ 3,520| 3,300{ 32701 3,200| 3,570 34501 3,390 3,450
Price of units sold (thousands of dollars)?
19 Median . .........oooiiiiiiiii s 69.8 723 75.4 75.2 74.9 5.5 771 77.4 79.8 80.2 83.2 82.6 80.3
20 AVErage .......oiiiiiiiiii s 82.5 85.9 90.6 91.2 90.3 91.8 93.0 93.1 96.8 98.1 101.7} 102.1 9.5
Value of new construction? (millions of dollars)
CONSTRUCTION
21 Totalputinplace ...................... 279,240 | 327,209 | 355,570 | 374,014 | 357,630 | 365,554 | 373,378 | 373,947 | 368,027 | 374,098 | 374,546 374,817 | 376,698
22 Private 228,527 271,973 | 292,792 { 311,952 | 294,425 | 300,619 | 305,366 | 305,682 | 298,868 | 303,823 | 302,474} 303,927 | 304,689
23 Residential ............. 126,553 | 155,148 | 158,818 | 174,840 ] 158,210 | 161,786 | 163,413 | 164,713 | 165,645 | 170,488 | 172,459| 174,337 | 175,846
24 Nonreksiidential, total 101,974 | 116,825 | 133,974 | 137,112 136,215 | 138,833 | 141,953 | 140,969 | 133,223 | 133,335 | 130,015] 129,590 | 128,843
Buildings
25 lndusstrial 13,746 15,769 15,872| 16,095| 16,5461 15,783 | 16,381 13,354| 14,619 13,700] 13,091 13,666
26 Commercial 48,100 59,626 ,7701 61,185| 63,8631 65,222| 63,494 60,716 59,91€/] 57,424] 57,306 56,451
27 Other................ 12,5471 12,619 12,7901 12,748 12,487 12,781| 13,065] 13,131} 13,025} 13,133 13,265( 13,406
28 Public utilities and other 42,432 960 47,6801 46,187 45937 48,167 48,029 46,022| 45,7757 45,758] 45,928| 45,320
29 Public 50,715| 55,232( 62,7771 62,063| 63,205 64,935{ 68,013 68,264 69,1591 70,275 | 72,072{ 70,890 72,009
30 Military 544 ,839 ,283 2,854 3,598 3,539 3407 3,974 3,673| 3,558 3,7391 3,769 3,805
31 HighWay.......o.oooovennnn. 14,143 16,343 , 19,354 | 19,854 21,017] 22,129 22,273] 22,673 23,I155| 23,263] 21,984 21,769
32 Conservation and development . 4,820] 4,654] 4,952 ,946 X 49581 5614 4,372 4,598 4,943 4,757] 4,715 4,428
33 Other.......oovevieviniininnan 2 31,396 34,544 R 34,663 | 35,421 36,863 | 37,645| 38,215| 38,619 40,313| 40,422| 42,007

1. Not at annual rates.
2. Not seasonally adjusted.

3, Value of new construction data in recent periods may not be strictly
comparable with data in prior periods because of changes by the Bureau of the

Census in its estimatin,
Construction Reports (

techniques. For a description of these changes see
-30-76-5), issued by the Bureau in July 1976,

Note. Census Bureau estimates for all series cxcegt (a) mobile homes, which

are _private, domestic shipments as reported by the Manufactured Housmg

and Ity adjusted by the Census Bureau, and (b) sales and prices of

exlsung units, which are ‘published by the National Association of Realtors. All

back and current figures are available from originating agency. Permit authoriza-

uox;‘s 1agr’cl:athose reported to the Census Bureau from 16,000 jurisdictions beginning
witl
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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 carlier

Change from 1 month earlier

months earlier (at annual rate) Index

}:vel

ug,

ftem 1985 1986 1986 19

1985 1986 (1967

Aug. Aug. = 100)!
Sept. Dec. Mar June Apr.” May June July Aug.
CONSUMER PRiCEs?
TADMems ...........oovvniiiiiinnenns 34 1.6 24 53 -1.9 1.5 -3 2 5 .0 2| 3286
A T S 1.6 4.2 2.4 59 -14 34 3 4 A 9 91 3227
3 Energyitems ........oviiiiniiiiiiiinns 1.5] -173 -32 33 =342 -125 -58 3 23 -4.1 -1.9 358.6
4 All items less food and energy ........... 4.1 4.0 34 5.4 4.1 31 4 .1 3 4 3 3279
S Commodities ..........ovevuveinienns 1.8 1.6 1.1 36 3 -.5 -4 -.1 1 2 3 262.9
6 Services..........iiiiiiiiiiiiiiienes 5.6 5.4 4.8 6.5 6.5 5.2 7 2 4 4 3 399.0
PRODUCER Prices
7 Finished goods. ......................0s 8 -1.8 -24 9.2 -12.5 .0 -.5 6 0 -4 3 2883
8 Consumer foods. .............coovveins -1.9 5.5 -2.9 16.0 -8.1 6.0 8 1.3 .0 1.9 1.3 283.6
9  CONnSUmeEr energy ............cvovvere -281 -36.2] -113 20.7 -669 4§ -25.1 -7.8 1.8 -6 -119 -15 459.1
10 Other consumergoods ................ 2.6 23 .0 4.4 2.5 1.7 3 B .0 3 A 258.6
11 Capital equipment.................... 2.2 1.8 -9 5.6 7 1.9 3 .1 A1 2 A 306.3
12 Intermediate materials’ ................. -.6 -4.5 -13 29 -11.8 -4.8 -10 -3 .0 -7 -2 309.9
13 Excludingenergy............oovvvnees 2 -4 -7 0 -1.0 -1.3 -3 -1 .0 2 0 304.2
Crude materials
14 Foods........covviiniiniieinniiiinns -13.8 69| -20.6 47.0| -24.7 -2 =-3.1 4.0 -8 34 2.5 236.3
15  Energy -6.6] -294 -5.9 -4.0| -513] -33.8 -6.1 R4 -3.0 -2.8 -2.61 5245
16 Other.......oovvviiiiiniiiiineninnns -5.6 -39 -4.4 1.5 -2 6.6 4 I I R -53 236.1
1. Not seasonally adjusted. 3. Excludes intermediate materials for food ing and ured
2. Figures for consumer prices are those for all urban consumers and reflect a animal feeds.
rental equivalence measure of homeownership after 1982, Source. Bi of Labor S
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Billions of current dollars except as noted; quarterly data are at seasonally adjusted annual rates.
1985 1986
Account 1983 1984 1985
Q Q3 Q4 Ql Qr
Gross NationaL ProbucT
P Total ..o e 3,405.7 3,765.9 3,998.1 3,968.0 4,030.5 4,087.7 4,149.2 4,175.6
By source
2 Personal consumption expenditures 2,234.5 2,428.2 2,600.5 2,576.0 2,627.1 2,667.9 2,697.9 2,732.0
3 Durable goods . 289.1 331.2 359.3 354.0 373.3 362.0 360.8 3739
4 Nondurable good 816.7 870.1 905.1 902.3 907.4 922.6 929.7 928.4
5  Services 1,128.7 1,227.0 1,336.1 1,319.7 1,346.4 1,383.2 1,407.4 1,429.8
6 Gross private domestic investment . ............ocoiveuiiinn. 502.3 662.1 661.1 667.1 657.4 669.5 708.3 687.3
7 Fixed investment .......... 509.4 598.0 650.0 648.0 654.3 672.6 664.4 672.8
8 Nonresidential . . 356.9 416.5 458.2 459.2 459.8 474.0 459.2 457.5
9 Structures. ..... 124.0 139.3 154.8 156.1 155.0 157.2 154.6 141.5
10 Producers’ durabl 232.8 277.3 303.4 303.1 304.7 316.8 304.6 316.0
11 Residential structures 152.5 181.4 191.8 188.8 194.5 198.6 205.3 2153
12 Change in business inventories ...........c.coooivevininn, -7.1 64.1 11.1 19.1 3.1 -3.1 43.8 14.5
13 NOBEAIM ..o e 4 56.6 122 10.4 32 16.7 412 10.5
14 Net exports of goods and services ...................cooounes —6.1 —-58.7 -78.9 =77.1 -83.7 ~105.3 -93.7 —104.5
I5  EXPOMS. ..ottt iy 352.5 382.7 369.8 370.0 362.3 368.2 374.8 363.0
16 ImMports. . ... .t e e 358.7 441.4 448.6 447.1 446.0 473.6 468.5 467.5
17 Government purchases of goods and services.................. 675.0 733.4 815.4 799.0 829.7 855.6 836.7 860.8
18 Federal .......cooviiiiiiiiiiiiiiiiiiiiiiiiii e 283.5 3113 354.1 340.9 360.9 380.9 355.7 367.6
19 Stateandlocal........... ..ol 391.5 422.2 461.3 458.1 468.8 474.7 480.9 493.3
major type of product

20 ‘F?nal sales, total .....oou i 3,412.8 3,700.9 3,987.0 3,945.9 4,027.4 4,090.8 4,105.4 4,161.2
21 GOOMS ... e e 1,396.1 1,576.7 1,630.2 1.622.4 1,642.8 1,644.1 1,669.0 1,661.6
22 Durable...... ..o 573.3 675.0 700.2 693.1 710.3 709.1 710.6 703.1
23 Nondurable ............. ... ... 822.7 901.7 930.0 929.3 932.5 935.0 958.4 958.5
24 SETVICES ... \.i it e e 1,682.5 1,813.1 1,959.8 1,935.4 1,971.9 2,025.5 2,057.7 2,087.4
25 SHUCIUTES. ..o iivvrtienrtii i inan e e aannenas 3271 375.1 408, 1 407.2 415.9 418.1 422.6 426.7
26 Change in business inventories ...................cooiiiinn, =71 64.1 11.1 19.1 3.1 -3.1 43.8 14.5
27 Durablegoods............ -1.0 392 6.6 2.3 -2.7 9.5 28.6 -.1
28 Nondurable goods =6.1 249 4.5 16.7 58 -12.7 153 14.6
29 Memo: Total GNP in 1982dollars ............................ 3,279.1 3,489.9 3,585.2 3,567.6 3,603.8 3,622.3 3.655.9 3,661.4
2,719.5 3,032.0 3,222.3 3,201.4 3,243.4 3,287.3 3,340.7 3,376.4
31 Compensation of employees 2,020.7 2,214.7 2,368.2 2,352.1 2,380.9 2,423.6 2,461.5 2,480.2
32 Wages and salaries .. .. 1,676.2 1,837.0 1,965.8 1,952.2 1,976.0 2,012.8 2,044.1 2,058.8
kx) Government and gov 324.3 346.2 3Nz 368.6 374.2 381.6 387.2 392.5
34 1,352.3 1,490.6 1.593.9 1,583.6 1,601.8 1,631.1 1,656.8 1,666.3
35 Sugplement to wages and salaries . 344.5 377.7 402.4 399.8 404.9 410.9 417.4 421.3
36 mployer contributions for soci 170.9 193.1 205.5 204.5 206.1 209.1 212.9 214.1
37 Other faborincome. ...................... 173.6 184.5 196.9 195.3 198.8 2017 204.5 207.3
38 Proprietors’ income! .. 190.9 236.9 254.4 255.5 249.3 262.1 265.3 2891
39  Business and professi 178.4 205.3 225.2 222.5 2217 232.7 240.9 249.6
40 Fam!............... 12.4 315 29.2 33.0 21.6 29.4 24.4 39.5
41 Rental income of Persons? ............c.ciieviiieiniiieine. 13.2 8.3 7.6 8.1 7.3 8.3 2.8 16.3
42 Corporate profits! . . . 213.7 264.7 280.7 274.3 296.3 285.6 296.4 293.1
43 Profits before tax?......... 207.6 235.7 2232 2138 229.2 235.8 224.3 2313
44  Inventory valuation adjustment . -10.9 -5.5 -.6 1.6 6.1 -9.4 16.5 10.6
45  Capital consumption adjustment 17.0 345 58.1 58.9 61.0 59.2 55.6 513
46 Net interest .......ooveniiniuiiiianniaiiiirieei i, 281.0 307.4 3114 3114 309.7 307.6 304.9 297.7

1. With inventory valuation and capital consumption adjustments.
2. With capital consumption adjustment.

3. For after~tax profits, dividends, and the like, see table 1.48.
SOURCE. Survey of Current Business (Department of Commerce).
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2.17 PERSONAL INCOME AND SAVING

Billions of current dollars; quarterly data are at seasonally adjusted annual rates. Exceptions noted.

1985 1986
Account 1983 1984 1985
Q2 Q3 Q4 Qt Qr
PERSONAL INCOME AND SAVING
1 Total personal Income..............covvviviveirrnninenns Vel 2,838.6 3,110.2 3,314.5 3,298.7 3,323.2 3,382.9 3,432.6 3,483.3
2 Wtége and salary disbursements 1,676.6 1,836.8 1,966.1 1,953.3 1,976.0 2,012.8 2,044.1 2,058.8
3 ommodity — producing industries 5231 577.8 607.7 605.0 608.3 617.7 622.0 620.8
4 Manufacturing . . ........oovvviiiiiniiiee .. 397.4 439.1 460.1 457.3 460.7 467.5 470.5 468.8
5 Distributive industries .........coooiii i 404.2 442.2 469.8 467.7 4724 478.9 485.2 484.3
6 Service industries ... ... oo i 425.1 470.6 516.4 511.0 521.1 534.6 549.6 561.3
7 Government and government enterprises. .. ............ovvus 324.3 346.2 372.2 369.6 374.2 381.6 387.2 392.5
8 Other laborincome. .........oiveivirer i, 173.6 184.5 196.9 195.3 198.8 201.7 204.5 207.3
9 Proprietors’ income! ... ... .. i e 190.9 236.9 254.4 255.5 249.3 262.1 265.3 289.1
10 Business and professional! ............... ... 178.4 205.3 225.2 222.5 227.7 2327 240.9 249.6
11 Farm! oot e 12.4 315 292 33.0 21.6 29.4 24.4 39.5
12 Rental income of persons? 13.2 8.3 7.6 8.1 7.3 8.3 12.8 16.3
13 DivIdends . ..o ovnviiiiii i 68.7 74.7 76.4 76.4 76.3 76.7 79.1 81.1
14 Personal interest income . . 393.1 446.9 476.2 475.3 475.2 480.6 480.8 480.1
15 Transfer PRYMENTS .. ... oot ieir it nin i iisinaans 442.6 455.6 487.1 484.1 491.1 493.6 504.7 510.1
1 Old—age survivors, disability, and health insurance benefits. .. 2217 235.7 253.4 251.1 256.5 256.8 263.2 264.1
17 Less: Personal contributions for social insurance ............ 120.1 133.5 150.2 149.4 150.7 152.9 158.6 159.5
18 EQUALS: Personal income. .. ......ovvviviveinneneiinrenens 2,838.6 3,110.2 3,314.5 3,298.7 3,323.2 3,382.9 3,432.6 3,483.3
19 Less: Personal tax and nontax payments.................... 410.5 439.6 486.5 456.4 491.2 500.7 497.5 504.8
20 EquaLs: Disposable personal income............covvenivnn.., 2,428.1 2,670.6 2,828.0 2,842.3 2,832.0 2,882.2 2,935.1 2,978.5
21 Less: Personaloutlays............c..cooiiieinnennnininn.. 2,297.4 2,501.9 2,684.7 2,658.7 2,712.4 2,756.4 2,789.4 2,825.5
22 EQUALS: Personal saving. . ..........c.coveennninneaniiiiea.. 130.6 168.7 143.3 183.6 119.6 125.8 145.6 153.1
MEMo
Per capita (1982 dollars)
23 Gross national product. .. ...... i 13,963.7 [ 14,721.1 | 14,980.9 | 14,928.1 | 15,040.5 | 15,079.9 | 15,188.6" 15,179.9
24  Personal consumption expenditures ................cooi.. 9,138.5 9,475.4 9,713.0 9,673.8 9,774.4 9,790.3 9,857.5" 9,985.0
25 Disposable personal income ...........ccoiviiiiiiii 9,930.0 | 10,421.0 | 10,563.0 | 10,674.0 § 10,537.0 | 10,577.0 | 10,723.0-| 10,886.0
26 Saving rate (PETCENT) ... ... i.tiviiiiinie it 54 6. 5.1 6. 4.2 4.4 5.0 5.
GRross SAVING
27 Gros$Saving........cooviiiiiiiiiiiiii i 463.6 573.3 551.5 566.8 541.7 524.1 583.2 539.7
28 Gross private saving 592.2 674.8 687.8 722.4 679.6 679.2 714.8 718.7
29 Personal S&VING .. .......oviiiiiiiiiiii e 130.6 168.7 143.3 183.6 119.6 125.8 145.6 153.1
30 Undistributed corporate profits’. .. ................. 65.0 91.0 107.3 105.8 118.8 106.8 122.1 112.3
31 Corporate inventory valuation adjustment ~10.9 -5.5 -6 1.6 6.1 -9.4 16.5 10.6
Capital consumption allowances
32 Corporate. . ...oovuevniuiiininniirineenines 242.7 253.9 268.2 266.6 270.1 273.3 275.3 278.9
33 Noncorporate ........c.covvvvenvrinenes 153.9 161.2 169.0 166.5 171.2 173.4 171.8 174.4
34 Wage accruals less disbursements 0 .0 .0 .0 0 .0 .0 .0
35 Government surplus, or deficit (—), national income and
product accounts —128.6 -10t.5 -136.3 -155.6 -138.0 -155.1 -131.6 -179.0
36 Federal,...... -176.0 -170.0 -198.0 -214.8 -197.5 -217.6 —-201.6 -238.1
37 Stateandlocal...............c..oviiiins 47.5 68.5 61.7 59.2 59.5 62.5 70.0 59.0
38 Capital grants received by the United States, net .............. 0 0 .0 0 0 .0 .0 .0
IO Grossinvestment ......... ... iiiiiiiii i 468.8 571.4 545.9 555.0 536.2 525.7 579.6 544.3
40 Gross private domestic . 502.3 662.1 661.1 667.1 657.4 669.5 708.3 687.3
41 Net foreign.......... ~33.5 -90.7 -115.2 -112.0 -121.2 -143.8 ~128.6 —-143.0
42 Statistical discrepancy............. ... oo, 5.2 -1.9 -58 -11.7 -55 1.6 =36 4.6
1, With inventory valuation and capital consumption adjustments. SOURCE. Survey of Current Business (Department of Commerce).

2, With capital consumption adjustment.



3.10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are seasonally adjusted except as noted.!

Summary Statistics AS3

1985 1986
Item credits or debits 1983 1984 1985
Q2 Q3 Q4 Q1 Q2°
1 Balance on current account . . —46,605 -106,466} -—117,677" -29,416/ —28,454 ~33,608"] —34,038 | 34,731
2 Not seasonally adjusted. .................. P N U S -30,362r -32,275 -31,510 | -31,020 | -35,753
3 Merchandise trade balance? -67,080 -112,522} -124,439 -30,367 -31,675 -37,352 | -136,459 | —36,023
4 Merchandise exports . 201,820 9,900 214,424 53,875 52,498 52,727 53,661 54,795
5 Merchandise imports . -268,900 —-332,422| -338,863 -84.242 -84,173 -90,079 { -9%0,120 | —90,818
6  Military transactions, net -370 -1,827 -2,917 -729 -619 -1,322 —-1,066 ~704
7 Investment income, net® 24,841 18,751 25,188 5,449 8,262 ,255 6,517 5,290
8  Other service lransacnons. ne 5,484 21 —5257 =311 -421- -35 -7 753
9 Remittances, pensions, and other transfers . . . -3,194 -3,621 -3,787 =881 -9}4 -937 -954 —843
10 U.S. government grants (excluding military)............. -6,286 -8,536 ~11,196 -2,517 -3,087 -3,307 -2,069 -3,204
11 Change in U.S. government assets, other than official
reserve assets, net (increase, =) .............c.c.0n..n ~5,008 ~5,523 -2,824 -1,085 -422 —540 -250 ~18t
12 Chanfe in U.S. official reserve assets (increase, —) -1,196 -3,130 -3,858 -356 -121 —3,148" -115 16
13 Gold.......ocoviiviii 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) ,................ —66 -979 -897 ~180 -264 ~189 =274 -104
15 Reserve position in International Monetary Fund .. -4,434 ~995 908 72 388 168 344 366
16 Foreign currenCies .....o.ouvveenineninerierinceiionos 3,304 -1,156 ~3,869 —-248 —245 -3,126 -185 —246
17 Change in U.S. dpnvate assets abroad (increase, —¥........ —43,821 —14,987 —25,7547 -1,382 -5,324 -19,579 | —12,533 | —-17,584
18  Bank-re] claims,.......oiiiii -29,928 -11,127 —691 3,450 4, ~8,485 6,333 | ~10,744
19 Nonban| reported Claims ......vvii i -6,513 5,081 1,663 706 -1517 418 -2,842 n.a.
20 U.S. purchase of foreign securities, net ................. -7,007 -5,082 -7,977 -2,325 -1,664 -1,411 -6,133 | —1,567
21 U.S. direct investments abroad, net® ................... -373 -3, 859 —18,752 -4,213 —-6,152 -10,101 -9,891 ~-5,273
22 Change in forelgn official assets in the United States
(NCrease, +) «ovov i .. 5,968 3,037 -1,324 8,486 2,577 1,322 2,469 13,766
23 U.S. Treasury securities ................ 6,972 4,690 —546 8,685 -81 -1,976 3,256 13,889
24  Other U.S. government obligations....... —476 13 -295 136 46 -171 -177 -597
25  Other U.S. government liabilities?.......... 725 436 483 606 58 263 288 663
26 Other U.S, liabilities reported by U.S. banks 545 555 522 -1q7 2,932 722 -1,261 350
27 Other foreign official assets’...0....................... -1,798 -2,657 —-1,488 -834 -378 ~160 363 -539
28 Change in foreign private assets in the United States
(increase, ). e 79,528 99,730 128,430 16,872 33,088 53,158 34,151 32,738
29 U.S. bank-reported liabilities . ........... 50,342 33,849 40,387 606 7,276 20,427 8,434 4,983
30 U.S. nonbank-reported liabilities -118 4,704 -1,172 -1,837 589 2,232 -2,057 n.a.
31 Foreign private purchases of U.S, Treasury securities, net 8,721 23,059 20,500 5,123 484 5,676 7,666 1,391
32 Forengn purchases of other U.S. securities, net 8,636 12,759 50,859 7,223 11,628 22.441 18,686 22,590
33 Foreign direct investments in the United States, net3. 11,947 25,359 17 856’ 5,757 6,111 2,382 1,422 3,774
34 Allocation of SDRs 0 0 0 Q 0 0 0
35 Discrepancy.. 1,130 27,338 23,006 6,8517 -1,3447 -5,1287 10,316 5,976
36 Owingto seasonal adjustments .. ......ooiioiiii | e | -1,1757 —3,688" ~3,774" 1,216 | —1,464
37 Statistical discrepancy in recordcd data before seasonal
adjfustment ... ..o e 11,130 27,338 23,006 8,026 2,344 1,354 9,100 7,440
Memo
Chan es in official assets
. official reserve assets (increase, =) ........cc.coot -1,196 -3,130 -3.858 -356 -121 —3,148" - 115 16
39 Forelgn official assets in the United States
(NCrEase, +) ...t 5,243 2,601 -1,807 -7,880 2,519 —1,585 2,181 13,103
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
above) -8,283 -4,304 ~6,599 -1,843 1,831 -1,002 1,421} -2,609
4] Transfers under rant programs (excluded from
lines 4, 6, and 10 above) 194 190 64 12 i5 28 2 61

1. Seasonal 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. ll for reasons of coverage and timing; military
exports are excluded from merchandise data and are included in line 6.
. Includes reinvested earnings.

4. Primarily associated with military sales contracts and other transactions

arranged with or through foreign official agencies.
onsists of investments in U.S. corporate stocks and in debt securities of

s.

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; monthly data are not seasonally adjusted.

1986
Item 1983 1984 1985
Jan. Feb. Mar. Apr. May June July

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments ..................00l, 200,486 217,865 213,146 17,006 17,135 18,913 17,965 17,431 19,070 17,707
2 GENERAL ll}{POR’I‘S including mer-

handise for i diate o

tion plus entries into bonded

warehouses..................uu 258,048 325,726 345,276 32,005 28,895 31,972 28,762 30,272 31,764 34,121
3 Tradebalance........................ -57,562 107,861 | -132,129] ~14,999| -11,160| -13,059( =-10,797| -—12,842| —12,694| —16,414

Nortk. The data through 1981 in this table are reported by the Bureau of Census
data of a free-alongside-ship (f.a.s.) value basis—that is, value at the port of
export. Beginning in 1981, foreign trade of the U.S. Virgin Islands is included in

the export side, the largest adjustments are: (1) the addition of exports to Canada
not covered in Census statistics, and (2) the exclusion of military sales (which are

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

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.

Source. FT90 **‘Summary of U.S. Export and Import Merchandise Trade
(Department of Commerce, Bureau of the Census).

1986
Type 1983 1984 1985
Feb. Mar. Apr. May June July Aug.

I T 33,747 34,934 43,191 45,508 44,919 46,491 45,260 46,635 47,430 48,161
2 Gold stock, including Exchange Stabili-

zation Fund!..................... 11,121 11,096 11,090 11,090 11,090 11,089 11,085 11,084 11,084 11,084
3 Special drawing rights2 .............. 5,025 5,641 7,293 7,960 7,839 8,008 8,066 8,213 8,085 8,250
4 Reserve position in International Mone-

tary Fund?. ...l 11,312 11,541 11,952 12,172 12,025 12,242 11,789 12,109 12,114 12,017
5 Foreign currenciest................... 6,289 6,656 12,856 14,283 13,965 15,062 14,320 15,229 16,147 16,810

1. 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 ique 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. Includes allocations bg the International Mone&al;y 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

1986
Assets 1983 1984 1985
Feb. Mar. Apr. May June July Aug.
T Deposits «...ovveviiiiiiiiiiieian 190 267 480 276 273 325 253 354 233 227
Assets held in custody
2 U.S. Treasury securities!'............... 117,670 118,000 121,004 124,905 127,611 132,017 136,762 137,820 144,527 148,263
3 Earmarked gold2 . ...........c.veneel, 14,414 14,242 14,245 14,172 14,167 14,160 14,145 14,128 14,131 14,120

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.

NoTE. Excludes deposits and U.S. Treasury securities held for international
and regional organizations. Earmarked gold is gold held for foreign and interna-
tional accounts and is not included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Data!

Millions of dollars, end of period

1986
Asset account 1983 1984 1985
Jan Feb Mar. Apr. May June July?
All foreign countries
1 Total, all curvencles.................. J 477,090 | 483,656 | 458,012 448,847 | 449,561 459,888 475,188 | 459,5877| 467,568 454,789
2 Claims on United States .... 115,542 113,393 119,713 117,010 113,840 118,524 122,487 117,627 117,680 113,383
3 Parentbank ............... 82,026 78,109 87,201 ,466 81,038 85,164 88,978 83,404 82,514 79,387
4 Other banks in United States 33,516 13,664 13,066" 11,913 11,740 12,971 12,803 13,196 14,002 13,498
5 Nonbanks?...... } 21,620 19,446 ,631 1,062 20,389 20,709 21,027 21,164 20,498
6 Claims on foreigners 342,689 320,162 3157027 309,385 311,419 1 316,493 326,013 316,151 324,128 314,153
7  Other branches of parent bank 1004 95,184 1,399 88,393 1457 91,586 95,238 90, 98,457 92,641
8 Banks.................... 117,668 100,397 102,960/ 100,982 100,362 101,743 107,141 103,851 105,570 103,484
9  Public borrowers........... . 24,517 23,34 23,478 23,5227 23,776 23,770 23,645 23,82 ,273 23,520
10 Nonbank foreigners................ . 107,785 101,238 865" 96,488" 98,824 99,394 99,989 98, 828 508
11 Otherassets .......oovvvieniininnnes B 18,859 20,101 22,397 22,452 24,302 24,868 26,658 25,8097 25,757 27,253
12 Total payable in U.S. dollars .. ......... 371,508 350,636 336,288 322,948 316,461 24,122 331,506 322,83y 327,636 313,703
13 Claims on United States .............. 113,436 111,426 116,645" 113,937 110,477 114,965 118,629 113,767 113,387 109,172
14 Parentbank ..............0coivnnns ,909 77,229 85,971 3,320 79,703 83,841 7,597 82,11 81,022 78,025
15 Other bo.nks in United States? ....... 32,527 13,500 12,473 11,245 11,077 12,2712 11,902 12,283 12,870 12,344
16 Nonbanks? ..................co0.s , } 20,697 18,211 19,372 19,697 18,852 19,130 19,374 19,495 18,803
17 Claims on foreigners. ................. 247,406 228,600 209,927 199,497 195.816 199,279 202,498 198,1727| 203,846 193,901
18  Other branches of pareat bank ... 78,431 78,746 72,689 , 67,630 70,910 73,109 69,6847 75,934 69,135
19 Banks...........ooevvenens . 93,332 76,940 71,748 66,284 63, 63,849 X 63,053 66,673 65,422
20 Public bortowers ............... . 17,890 17,626 17,252 17,1277 17,226 17,219 16,7527 17,180 16,492 16,667
21 Nonbank foreigners................. 60,977 55,288 48,2387 47,3387 46,973 47,301 6317 46,2557 44,747 42,677
22 Other assets .........ovvvennenrnirnns 10,666 10,610 9,716 9,514 10,168 9.878 10,379 10,8947 10,403 10,630
United Kingdom

23 Total, all curreneles................... 158,732 144,385 148,599 150,838 148,788 156,978 158,867 152,078 151,593 148,448
24 Claims on United States .............. 34,433 27,675 33,157 36,319 33,482 33,990 34,234 34,231 31,364 30,223
Parentbank .................co0vns 29,111 1,862 26,970 29,837 27,350 27,881 ,058 28,001 25,106 24,252

26 Other banks in United States? . o s3I0 1,429 1,106 1,173 1,064 1,129 1,386 1,312 1,366 1,381
27 Nonbanks? ................ } ' 384 5.081 5.309 5,068 4,980 4,79 4,918 4,892 4,590
28 Claims on foreigners.......... . 119,280 111,828 110,217 109,290 109,802 111,468 115,485 111,823 113,739 108,136
29 Other branches of parent bank. 36,565 37,953 31,576 30,394 30,218 31,250 32,516 31,984 34,670 31,613
30 Banks............ooieiiniiniinn 43,352 37,443 39250 39,257 39,777 38,929 41,593 39,222 39,430 38,875
31 Public borrowers............. . 5,898 5,334 s, 5,949 6,113 5,833 5,642 5,427 5,236 35,229
32 Nonbank foreigners................. 33,468 ,098 33,747 33,150 33,694 35,456 31,74 35,190 34,403 32,439
33 Otherassets ........ocoveuivninninns 5,019 4,882 5,228 5,226 5,504 5.517 6,148 6,021 6,490 7,069
34 Total payable in US. dollars ........... 126,012 112,809 108,626 108,566 105,202 108,111 167,389 106,712 164,010 97,641
35 Claims on United States ........ 33,756 26,868 32,092 35,303 32,384 32,746 32,959 32,8720 29,944 28,848
36 Parentbank ............... y 21,498 26,568 29,470 26,943 27,393 27,629 27,584 24,693 888
37  Other banks in United States? $.000 ,363 1,005 1,089 978 1,027 1,225 1,152 1,103 1,143
38 Nonbanks? } * 4,010 4,519 4,744 4,463 4,326 4,108 4,136" 4,148 3.817
39 Claims on foreigners.......... 88,917 82,945 73,475 70,345 69,597 69,433 71,058 406/ 70,697 65,472

40  Other branches of parent ban| 31,838 ,607 26,011 25,083 24,474 25,250 6,224 26,265 27,559 128!
41 Banks........... 32,188 26,805 26,139 24,013 23,725 22,106 23,310 23,134 22,825 22,420
42 Public borrowers . ,194 4,030 3,99 4,252 4, 4,223 4,012 3.937 3. 3,79
43 Nonbank foreigner: X 18,503 17,326 16, 17, 17,854 17,512 17,101 16,536 15,001
44 Otherassets ...........cooovunevnnnn 3,339 2,996 3,059 2,918 3,22 2,932 3,342 3,434 3,369 3,321

Bahamas and Caymans
45 Total, all currencies................... 152,083 146,811 142,088 131,731 130,154 136,529 127,272 132,122 138,944 134,238
46 Claims on United States ...... 75,309 77,296 74,874 68,789 68,412 71,735 72,755 68,710 70,751 69,721
47 Parentbank .............., ,720 49,449 50,553 44,642 43,891 46,813 47,613 42,868 44,132 43,867
48  Other banks in United States? 26.589 11,544 11,223 10,023 9,897 10,838 10,456 10,906 ,692 11,160
49  Nonl 2 } v 16,303 13,098 14,124 14,624 14,084 14,686 14,936 14,927 14,694
50 Claims on foreigne: 72,868 ,598 63,894 59,233 57,724 , 60,301 59,106 63,938 60,162
51  Other branches of parent bank ,626 17,661 19,042 16,468 15,872 19,131 18,286 15,703 ,636 16,682
52 36,842 30,246 28,19 26,009 25,438 25,129 25,809 26,290 27,000 27,067
53 Public borrowers . 6,093 6,089 ,458 6,409 6,286 6,292 6,326 6,694 6,399 6,534
54  Nonbank foreigner 12,592 11, 10,212 10,347 10,128 10,012 9,880 10,419 9,920 9,879
55 Other assets .........cooouveuvininnnes 3,906 3,917 3,287 3,709 4,018 4,230 4,216 4,306 4,238 4,355
56 Total payable in U.S. dollars ........... 148,641 141,562 136,794 126,226 124,216 130,438 130,530 125,681 132,383 127,910
1. Beginning with June 1984 data, reported claims held by foreign branches 2. Data for assets vis-d-vis other banks in the United States and vis-a-vis
have been reduced by an increase in the repotting threshold for *‘shell” branches nonbanks are combined for dates before June 1984,

from $50 million to $l50 million equivalent in total assets, the threshold now

applicable to all reporting branches.
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3.14 Continued

1986
Liability account 1983 1984 1985
Jan. Feb, Mar. Apr. May June July?
All foreign countries
57 Total, all currencles.................. 477,090 | 453,656 458,012 | 448,847 449,561 459,888 | 478,158 | 459,587 467,565 454,789
58 Negotiable CDs3 n.a. 37,728 34,607 34,597 33,458 36,066 33,229 35,006 34,683 32,960
59 To%lmted States . . e 188,070 147,583 155,538 142,253 138, 228 140,381 150,390 | 144,241 | 149,856 141,307
60 Parentbank ................ 81,261 78,739 83,914 76,805 73,465 74,952 81,594 77,484 ,134 80,995
61  Other banks in United States 29,453 18,409 16,894 14,724 13,984 15,724 14,270 14,347 16,118 14,203
62 Nonbanks.......... e . 77,356 50,435 54,730 50,724 50,779 49,705 54,526" 52,4100 X 46,109
63 To foreigners ............ooviniin 269,685 247,907 245,942 250,855 255,533 261,783 269,814/ 258,700/ 262,309 259,138
64  Other branches of parent bank .. 90,615 93,909 89,529 86,360 86,358 90,921 93,768 90,228 97,696 91,144
65 Banks................000.0. 92,889 78,203 76,814 84,167 83,843 84,820 89,608 83,251 81,008 83,307
66 Official institutions .. 18,896 20,281 19,523 19,939 21,889 20,688 20,744 20,792 20,480 0,608
67 Nonbank foreigners. . 845 55,514 60,076 60,389 63,443 65,354 65,6947 64,4297 63,125 64,079
68 Other liabilities ......... 19,335 20,441 21,925 21,142 22,342 21,655 21,728 21,6407 20,717 21,384
69 Total payable in U.S, dollars.......... 388,291 367,145 353,470 498 | 332,029 | 341,550 | 347,585 | 340,1747| 346,427 330,053
70 Negotiable CDs? .............. n.a, 35,227 31,063 31,182 30,202 32,418 29,912 31,513 31,076 29,274
71 To United States......... 184,305 143,571 150,161 136,854 132,215 134,184 143,6017| 1376947 | 142,739 133 616
72 Parentbank ................ 79,035 76,254 80,888 73,897 70,208 71,616 78,061 73,950 81,075
73 Other banks in United States . .. 8,936 17,935 16,264 14,011 13,288 14,933 13,477 13,575 15,323 13 519
74 Nonbanks............c..oviiiiine 76,334 49,382 ,009 ,946 48,719 47,635 52,063 50,169 46,341 43,353
75 To foreigners ........ovvveiniinnenns 194,139 178,260 163,361 161,356 160,810 166,349 166,229 162,5287| 163,922 158,302
76  Other branches of parent bank...... 73,522 71,770 70,943 67,183 5,947 ,465 1,841 69,978" 75,784 68,065
77 BanKS, . .o.oviviiniiiin i 57,022 45,123 37,323 38, 478 36,699 37,490 37,240 36,3357 33,745 35,280
78  Official institutions ................ 13,855 73 14,354 14, 800 15,853 14,719 14,746 14,049 13,772 14,091
79 Nonbank foreigners................ 51,260 39,594 40,741 40.895 42,311 43,675 42,402 42,1667 40,621 40,866
80 Other liabilities ................o0v0s 9,847 10,087 8,885 9,106 k 599 ,843 8,439" ,690 8,861
United Kingdom
81 Total, all currencies.................. 158,732 144,388 148,599 150,838 148,788 150,978 155,867 152,075 151,593 145,448
82 Negotiable CDs3 . n.a. 34,413 31,260 30,788 29,419 32,217 29,898 31,734 31,396 29,599
83 To United States 55,799 25,250 29,422 29,901 26, »705 22,945 28,450 27,508 26,279 22,367
Parentbank .............. 14,021 14,651 19,330 19,845 !6 798 13,724 17,231 16,624 15,901 996
85 Other banks in United States 11,328 125 2,974 2,264 1,950 ,793 1,966 2,175 1,997 1,999
86 Nonbanks .. 30,450 7.474 7,118 7,792 7, 1957 6,428 9,253 8,706 8,831 1,372
87 To foreigners ................. 95,847 77,424 78,525 80,724 82,666 86,053 87,773 83,067 84,341 83,707
88  Other branches of parent bank 19,038 21,631 23,389 21,858 21,954 24,733 25,379 23,838 27,008 25,106
89  Banks.. 41,624 30,436 28,581 32,326 32,088 33,301 34,294 31,584 30,505 32,143
90  Official institutions 10,151 10,154 9,676 10,093 10,956 ,750 ,757 9,548 9,543 9,074
91  Nonbank foreigners 25,034 15,203 16,879 16,447 17,668 18,269 18,343 18,097 17,285 17,384
92 Other liabilities ......... 7,086 7,298 9.3 9,422 9,998 ,7 7 9,769 9,577 9,775
93 Total payable in U.S. dollars.......... 131,167 117,497 112,697 112,073 108,332 108,420 110,376 109,335 108,374 101,095
94 Negotiable CDs? n.a. 33,070 29,337 28,845 27,655 30,042 27,978 29,542 29,135 27,319
95 To United States 54,691 ' 27,756 28,150 24,967 1,070 26,411 25,490 24,223 19,761
96 Parentbank ............ 13,839 14,339 18,956 19,461 16,528 13,405 16,867 16,233 15,340 12,344
97  Other banks in United States 11,044 2,980 2,826 2,090 1,820 2,596 1,774 1,944 1,817 1,738
98 Nonbanks . 29,808 6,786 5,974 6,599 6,619 5,069 7,770 7,313 7, 5,679
99 To foreigners ,................ 73,279 56,923 51,980 50,762 51,686 53,219 52,262 50,441 51,035 49,932
100 Other%ranches of parent bank 15,403 8,294 18,493 614 16,829 19,068 19,297 18,043 20,434 17,868
101  Banks. 29,320 18,356 14,344 14,872 14,457 14,731 14,125 14,114 13,073 14,716
102 Official institutions ,279 8,871 ,661 8,242 8,747 7.8%9 1449 6,953 6,914 ,658
103  Nonbank foreigners 20,277 11,402 11,482 11,034 11,653 11,581 11,391 11,331 10,614 10,690
104 Other liabilities ..................... 3,197 3,399 K 4,316 4,024 4,089 3,725 3,862 3,981 4,083
Bahamas and Caymans
105 Total, all currencies.................. 152,083 146,811 142,085 131,731 130,154 136,529 137,272 132,122 138,944 134,238
106 Negotiable CDs3 n.a. 615 610 1,076 1,237 1,132 629 634 567 565
107 To%.lnited States 111,299 102,955 103,813 91,989 91,773 666 98,621 94,128 98,897 96,648
108 Parentbank .............. 50,980 47,162 44,811 38,850 39,381 43,834 43,662 40,757 47,014 47,862
109  Other banks in United States 16,057 13,938 12,778 11,185 10,854 11,604 11,014 10,738 12,868 11,143
110 Nonbanks .. 44,262 41,855 46,224 41,954 41,538 42,228 43,945 42,633 39,015 37,643
111 To foreigners ..............ves 38,445 40,320 35,053 36,528 34,993 35,666 35,901 35,139 37,340 34 815
112 Other branches of parent bank 14,936 16,782 14,075 14,764 13,081 13,198 14,077 13,731 15,882 13,561
113  Banks,........... 11,876 12,405 10,669 1,117 10,851 10,360 10,788 10,318 9,991 X
114  Official institutions 1,919 2,054 1,776 1,509 1,741 1,759 ,176 2,144 2,427 X
115 Nonbank foreigners 11,274 9,079 8,533 9,138 9,320 10,349 ,860 8,946 9,040 9,162
116 Other liabilities ......... 2,339 2,921 2,579 2,138 2,151 2,065 2,121 2,221 2,140 2,210
117 Total payable in U.S. dollars .......... 148,278 143,582 138,322 127,840 125,861 132,308 132,966 127,918 134,606 130,075

3. Before June 1984, liabilities on negotiable CDs were included in liabilities to
the United States or liabilities to foreigners, according to the address of the initial

purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS

Millions of dollars, end of period

1986
Item 1984 1985
Jan. Feb. Mar. Apr. May” June July?
PTotall ...t e 180,552 | 178,337 | 183,314 (179,856 180,525 | 108,908 | 190,634 | 194,918 | 199,449
2 Lublfmes reported by banks in the United States?.......... 26,089 26,734 28,303 | 26,306 25,479 27,029 24,911 26,028 25,243
3US. Treasury bills and cemﬁcncs ....................... 59,976 53,252 53,294 420 | 55,933 59,547 63,614 65,790 70,721
U.S. Treasury bonds and notes
4 Marketable 69,019 77,108 | 77,470 | 78,089 78,483 82,345 82,501 84,108 85,652
5 Nonmarketable! 5,800 ,550 3,550 3,150 2,750 ,300 1,800 1,800 1,300
6 U.S. securities other than U.S. Treasury securi 19,668 17,693 17,697 | 17,691 17,880 17,687 17,808 17,192 16,533
By area
7 Western Europe! 69,776 74,418 74,440 | 72,891 72,435 76,353 76,405 79,517 83,848
8Canada...........cooiiiiiiiiiiin 1,528 1,314 1,118 1,762 1,445 1,711 1,502 1,529 1,626
9 Latin America and Caribbean 8,561 11,141 11,516 | 10,234 10,428 10,785 10,595 11,051 10,761
10 ASig. . ...ocvirniiii i 93,954 ,441 534 | 89,719 | 90,869 646 ,963 97,834 ,899
1 OAFriCA. . oo 264 1,824 1,897 1,786 1,846 1,833 1,718 1,717 1,461
12 Other countries® 5,469 3,199 ,809 ,464 3,505 ,580 3,451 3,270 2,854
. Includes the Bank | for lntenumonal Settiements. 5. Debt securities of U.S. govemmem :::‘?orauons and federally sponsored
2 Principally time & bankers and U.S. stocks and
cial paper, negotmble time certificates of deposit, and borrowings under repur- 6. Includes countries in Oceania and Eastern Europe.

chase agreements.

3. Includes nonmarketable certificates of indebtedness (including those pay-
able in foreign currencies through 1974) and Treasury bills issued to of cial
institutions of foreign countries.

4. Excludes notes issued to foreign official
bonds and notes payable in foreign currencies.

i I
Ve ag

Tud

Note. Based on Treasury Department data and on data reported to the
Treasury Department by banks (including Federal Reserve Banks) and securities
dealers in the United States.

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies
Millions of dollars, end of period

1985 1986
Item 1982 1983 1984
Sept. Dec. Mar. June?
1 Banks’ own liabilities. . ..............o i, 4,844 5,219 8,586 12,982 15,368 21,320 24,145
2 Banks' own claims 7,707 7,231 11,984 15,233 16,161 ,634 21,583
3 Deposits .......... 4,251 2,731 4,998 8,540 8,304 11,318 11,916
4 Otherclaims .................. . 3,456 4,501 6,986 6,693 7,857 8,316 9,666
5 Claims of banks’ domestic customers!.. ... e, 676 1,059 569 328 580 1,426 1,387

L. Assets owned b customers of the resoning bank located in the United
States tha ims on fi s held by reporting banks for the accounts
of their domesuc customers

Note, Data on claims exclude foreign currencies held by U.S. monetary
authorities.
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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

1986
Holder and type of liability 1983 1984 1985
Jan. Feb. Mar. Apr/ May June July?
1 ALforelgners . ...........coovvviiiiniinniennnns 369,607 | 407,306 | 435,368 | 431,036 | 436,528 | 440,518 | 443,456 | 444,528’ | 457,875 | 465,041
2 Banks' own liabilities.........................0 279,087 | 306,898 | 341,070 | 335,126 | 340,076 | 344,422 | 346,469 | 342,074' | 346,353 | 338,847
3 Demand deposits........ooveeeiiiiiiiiiiiin. 17,470 19,571 1,107 19,648 19,659 | 20,195 19,751 19,651 21,330 19,704
4  Time deposits!............cooviiiiiiiniinns 90,632 | 110,413 | 117,278 | 114,710 | 116,964 | 116,418 | 114,209 | 114,143 | 115,458 | 117,449
5 LS 25,874 | 26,268 29,305 30,375 31,144 | 32,125 33,220 | 31,598 | 31,709 30,197
6 Ownforeignofficesd...................o0iiii 145,111 | 150,646 | 173,381 | 170,393 | 172,309 | 175,685 { 179,280 | 176,683 | 177,856 | 171,497
7 Banks’ custody liabilities*....................... 90,520 | 100,408 | 94,298 95910 | 96,452 | 96,096 | 96,987 | 102,454’ | 111,521 | 126,194
8 U.S. Treasury bills and certificates’ ............ 68,669 | 76,368 | 68,785 69,801 72,631 72,714 | 174,631 80,192 82,489 86,789
9  Other negotiable and readily transferable
instruments®....... oo 17,467 18,747 17,964 18,016 15,597 15,329 13,776 13,917 14,934 16,138
10 Other.....ooviviiiviiiaiiiieniiiiissieneas 4,385 5,293 7,549 8,003 8,223 8,053 8,580 8,346" | 14,099 23,267
11 N y i and regl
Organizations”. . ... .. iiii e i, 5,957 4,454 8,821 7,487 9,867 5,223 3,498 4,519 3,437 3,974
12 Banks'’ own liabilities 4,632 2,014 2,621 2,714 4,326 1,404 1,749 2,388" 887 1,857
13  Demand deposits. 297 254 85 96 184 102 138 99 79 156
14  Time deposits! . 3,584 1,267 2,067 2,369 3.892 391 681 1,109 546 1,209
15  Other? 750 493 469 250 250 911 931 1,179 262 492
16 Banks’ custody liabilities*....................... 1,325 2,440 3,200 4,773 5,540 3,820 1,746 2,131 2,550 2,118
17 U.S. Treasury bills and certificates............. 463 916 1,736 3,216 4,219 2,311 768 1,282 1,619 991
18  Other negotiable and readily transferable
instrumentsS. ... 862 1,524 1,464 1,556 1,322 1,508 970 849 918 1,126
19 Other......oiviviiiiiiiiiiiiiiiiiiiii s 0 0 0 1 0 0 7 0 13 0
20 Official institutlons® ... ..............oooivviinnns 79,876 86,065 | 79,988 81,597 | 80,926 | 81,405 | 86,576 88,526/ | 91,818 95,964
21 Banks' own liabilities................. ...l 19,427 19,039 20,835 22,590 22,056 21,719 23,927 22,018 1 22,814 22,144
22 Demand deposits..........vevvvrinniieiniann, 1,837 1,823 2,077 1,638 1,602 1,917 1,832 1,810 2,130 1,609
23 Timedeposits!........ooviii it 7,318 9,374 10,949 10,690 10,334 10,299 9,368 9,8507 | 10,275 10,320
24 Other? . ... ..oieiiiiei i 10,272 7,842 7,809 10,262 10,121 9,503 12,728 10,358 10,409 10,216
25 Banks’ custody liabilitiesé....................... 60,448 | 67,026 | 59,150 [ 59,007 58,870 | 59,686 | 62,648 66,508 69,004 73,820
26 U.S. Treasury bills and certificates’ ............ 54,341 9,976 | 53,252 53,294 | 54,420 | 55,933 59,547 63,614 | 65,790 70,721
27  Other negotiable and readily transferable
instrumentsb.......... ... ..ol 6,082 6,966 5,824 5,596 4,102 3,585 2,916 2,754 2,996 2,892
28 Other.......covvviiiviineiiiiinineeniienes 25 84 75 1u7 348 § 185 139 218 207
20 Banks®. ... o e 226,887 | 248,893 | 275,311 | 266,589 | 269,832 | 278,967 | 277,856 | 275,217 | 285,067 | 286,207
30 Banks' own liabilities . 205,347 | 225,368 | 252,723 | 243,830 | 247,132 | 255,921 | 254,617 | 251,2147 [ 256,263 | 248,345
31 Unaffiliated foreign ba 60,236 | 74,722 79,341 73,436 | 74,823 80,236 | 75,328 74,532 | 78,407 76,848
32 Demand deposits. 8,759 10,556 10,271 9,792 9,659 9,692 8,689 9,036’ | 10,268 9,277
33 Time deposits! .. ...t 37,439 | 47,095 49,510 | 45,121 45942 50,194 | 48,484 | 46,868 48,562 49,653
34 Other2 .o ii e eriinrnensiiansanas 14,038 17,071 19,561 18,523 19,222 20,350 18,155 18,627 19,577 17,918
35 Ownforeignoffices?...................oo e 145,111 | 150,646 | 173,381 | 170,393 | 172,309 | 175,685 | 179,289 | 176,682 | 177,856 | 171,497
36 Banks’ custody liabilities................000ei 21,540 | 23,525 22,588 | 22,760 | 22,700 | 23,046 | 23,239 24,003 | 28,804 37,862
37 U.S. Treasury bills and certificates............. 10,178 11,448 9,554 9,223 9,501 9,869 9,914 10,841 10,483 10,934
38  Other negotiable and readily transferable
instruments®. . ... i 7.485 7,236 6,040 6,006 5876 5,752 5.423 5,451 5,652 5,591
39 Other.....cveviireiinin it 3,877 4,841 6,994 7,531 7,323 7,426 7,901 77117 | 12,669 21,337
40 Other foreigners. ...............ovvrnivniininns 86,887 | 67,894 | 74,251 75,362 | 75,902 | 74,923 | 75,530 | 76,266’ | 77,853 78,895
41 Banks' own liabilities...............ocoiiiein 49,680 | 60,477 | 64,892 65,992 | 66,561 65,379 | 66,176 | 66,454 | 66,389 | 66,501
42 Demand deposits..........ociiviiiiiiiieinn. 6,577 6,938 8,673 8,122 8,214 8,484 9,093 8,705 8,854 8,663
43 TIMme deposits. ... .oocovvvivnenieniiiarneinss 42,290 52,678 54,752 56,530 | 56,796 | 55,534 | 55,677 56,316/ | 56,075 56,267
44 Other? ... .. .ottt i 813 861 1,467 1,340 1,550 1,361 1,406 1,433 1,461 SN
45 Banks' custody liabilities*....................... 7,207 7.417 9,359 9,370 9,341 9,544 9,354 9,811 11,164 12,394
46 U.S. Treasury bills and certificates............. 3,686 4,029 4,243 4,068 4,491 4,601 4,401 4,454 4,597 4,143
47  Other negotiable and readily transferable
instruments$ 3,038 3,021 4,636 4,858 4,297 4,483 4,465 4,862 5,368 6,529
48 Other.........o.cvviiiiiiiiiiiiiiiiiniianns 48! 367 480 553 459 487 495 1,199 1,722
49 MEeMo: Negotiable time certificates of
deposit in custody for foreigners ............. 10,346 10,476 9,845 9,628 7,386 6,603 6,286 6,269 6,430 6,500

1. Excludes negotiable time certificates of deposit, which are included in
*‘Other negotiable and readily transferable instruments,”

2. Includes borrowing under repurchase agreements.

3. U.S. banks: includes amounts due to own foreign branches and foreign
subsidiaries consolidated in ‘‘Consolidated Report of Condition’’ filed with bank

gulatory ies. A ies, branch and majority-owned subsidiaries of
foreign banks; principa.l]"y amounts due to head office or parent foreign bank, and
goreign grarll‘ches, agencies or wholly owned subsidiaries of head office or parent
ore! ank. .

4. Financial claims on residents of the United States, other than long-term
securities, held by or through reporting banks.

5. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

6. Prlnclpallx bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

7. Principally the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Banks.

8. Foreign central banks and foreign central governments, and the Bank for
International Settlements.

9. Excludes central banks, which are included in *‘Official institutions.”
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1986
Area and country 1983 1984 1985
Jan. Feb. Mar. Apr. May June July?
TTotal ..o it e s 369,607 | 407,306 438,368 | 431,036 | 436,528 | 440,518 | 443,456"| 444,528"| 457,875 | 465,041
2 Forelgncountries ...............ocivuivenenn..s 363,649 | 402,852 | 429,547) 423,549 | 426,661 | 435,295 | 439,961 440,009 | 454,437 | 461,066
B 21 T 138,072 | 153,145 163,829 161,378 | 157,270 | 157,033 | 165,193| 165,8007] 166,338 | 162,986
AUSHHA ..ot 588 615 693 692 769 665 931" 897 1,013 1,033
5  Belgium-Luxembourg............oo0ivviinnnnn 2,79 4,114 5,240 5,189 4,732 4,268 5,737 5,425 5,224 5,150
6 Denmark..........cocoiiiiiiiiiiiiiicins 466 438 513 536 533 536 752 523 519 557
7 Finland ... ... ..ol 531 418 496 373 506 354 619 514 484 592
8 France..........coiiviiiiiiiiiii s 9,441 12,701 15,540 15,595 15,148 15,906 19,3227 19,423 19,860 19,986
9 GeIMBNY.....ovvrinrrernneraeroscnisniecnnns ,599 358 } 5,622 ,309 5,691 6,718 1964 4,636 ,645
10 Greece........ooovvriiinininiiiniiisnenies 520 699 664 612 551 535 559 552 658 604
L 17 N 8,462 10,762 9,667 7,764 7,235 7.215 6,553 7,875 8,918 8,828
12 Netherlands .............covviiiiiiiinnnins 4,290 4,731 4,212 4,069 4,027 4,334 4,320 4,183 4,224 4,682
13 NOIWAY ...\ttt aniienrenaes 1,673 1,548 948 781 352 469 731 850 711 497
14 Portugal...........ccoiiiiiiiiiiiiiiis 373 597 652 706 685 705 674 801 794 71
15 Spain.... ...t 1,603 2,082 2,113 1,899 1,794 17172 1,919 1,879 2,080 1,887
16 Sweden.........oooviiiiiiiiiiiiiiiianina., ,799 1,676 1,422 1,622 1,693 1,547 1,313 1,299 1,118 1,167
17 Switzerland. .........ccoociiiiiii e 32,246 31,740 28,742| 26,119 25,606 26,602 21,47 26,848 27,810 ,640
18 Turkgg ...................................... 467 584 429 404 383 363 434 642 310
19 United Kingdom ....................ooinnee 60,683 68,671 76,728} 80,611 80,144 78,585 81,983 83,885 82,206 78,081
20 Yugoslavia ..........iiiiiiiiiiiie s 562 602 673 595 535 547 556 661 542
21 Other Western Europe’ .............ooovn.ees 7.403 7,192 9,635 7,713 6,491 5,286 4,233 4,165 3,997 3,295
22 USSR 65 79 105 43 64 61 38 34 89 48
23 Olher Eastern BUrope. .. veviie i aiiiaaes 596 537 523 332 427 586 634 693 692 733
24 Canada ... 16,026 16,059 17,426 18,037 21,466 22,497 20,450 21,257 22,931 22,359
25 Latin America and Caribbean.................... 140,088 | 153,381 167,792 161,445 | 161,056 | 164,875 | 164,8017| 161,400/} 170,510 | 178,937
Al entma ................................... 4,038 ,394 6,029 ,786 3,551 5,155 ,627 ,075 ,229 6,336
55,818 56,897 57,657| 53,860 54,647 55,791 57,865 X 60,455 58,876
,266 2,370 2,7 2,59 2,147 2,324 2,270 2,016 2,555 2,201
N 5,275 5,369 6,049 5,759 6,096 L7887 5,542 ,200 5,134
34,545 36,773 42,670 40,474 41,127 44,041 41,3547 42,1117| 43,005 54,618
1,842 2,001 2,042 2,019 997 2,084 2,147 2,223 2,270 2,27
1,689 2,514 3,102 3,336 3,140 3,076 3,101 3,053 3,419 3,334
8 10 11 16 6 6 7 7 8

1,047 1,092 1,238 1211 L172 1,209 1,199 1,166 1,262 1, l96
788 896 1,071 1,146 1,132 1,126 1,128 1,097 1,108 1,123
109 183 122 244 126 144 173 20 185 184
10,392 12,303 14,045 13,702 13,433 12,990 13,126 13,153 13,563 12,865
3.879 4,220 4,875 4,696 4,560 4,561 4,859 ,798 122 4,502
,924 6,951 7,492 7.416 7.161 7,286 6,960 7,042 6,420 6,639
1,166 1,266 1,166 1,124 1,100 1,106 1,116 1,132 1,523 1,158
1,244 1,394 1,549 1,730 1,727 1,567 1,646 1,703 668 87
8,632 10,545 11,919 11,467 11,741 11,670 11,727 11,7127 11,725 12,073
3,535 297 4,668 4,571 529 4,641 ,708 ,689 4,793 4,777
58,570 71,187 72,271 74,841 78,772 82,644 81,682 83,817 86,683 89,819
249 1,153 1,607 1,003 1,624 1,347 1,550 973 1,469 1,795
4,051 4,990 7,786 9,092 9,661 10,837 027 12,687 13,683 14,333
6,657 6,581 8,067 8,215 8,194 ,706 8,757 8,745 8,656 8,929
464 507 711 606 630 206 574 577 695 562
997 1,033 1,466 1,524 1,738 2,107 1,787 1,758 1,416 1,526
1,722 ,268 1,595 1,459 1,363 450 1,490 1,671 1,973 1,731
18,079 { 21,640 23,077 25,047 26,397 1 28,274 ,279 29,689 | 30,803 33,469
648 1,730 ,665 ,503 1,602 1,551 1,337 1,336 1,414 2,294
53 Phlhmms 1,234 1,383 1,140 942 1,086 978 1,051 1,331 1,161 1,363
54 Thailand . ....coooiiiiiiiii 747 1,257 1,358 1,199 1,141 1,103 93 1,155 1,068 1,097
55 Middle-East oil-exporting countries®,........... 12,976 16,804 14,523 15,174 6,308 15,384 14,418 14,045 14,082 12,296
56 Other Asia .............oovviiiiiiiiniinnnnns 9,748 12,841 9,276 9,076 9,028 9,980 10,419 ,848 10,261 10,424
2,827 3,39 4,883 4,643 4,359 4,260 4,173 4,227 4,293 4,041
671 647 1,363 ,080 987 870 960 910 1,079 820
84 118 163 98 R 91 8S 92 87 93
449 328 388 567 421 465 386 414 414 609
87 153 163 73 92 95 90 105 92 65
62 Oll-expomns countries. .................io.0s 620 1,189 1,494 1,644 1,614 1,601 1,442 1,490 1,481 1,368
63 OtherAfrica...................0t ereeraeaaes 917 961 1,312 1,182 1,152 1,137 1,210 1,216 1,140 1,086
64 Othercountries ........oviviiiiinnienneines 4,067 5,684 3,47 3,205 3,739 3,987 3,662 3,507 3,682 2,924
65 Australia...........c..oiiiiiiiiin i 7.857 5.300 2,779 2,707 3,024 3,237 3,058 2,744 2,939 2,173
66 Allother...........o.ciiiiiiiiiiiiiaiianins 210 384 568 498 714 750 604 763 744 751

67 Nonmonetary international and regional
OTEANIZALONS ... .ovivvvrieeerneniinnninens 5,957 4,454 5,821 7,487 9,867 5,223 3,495 4,519 3,437 3,974
68 International.................... ... 5273 3,747 4,806 6,109 8,671 4,139 2,5127 3,669 2,466 2,714
69 Latin Amencnn regional 419 587 894 909 863 916 823 748 845 922
70 Otherregional® ...l 265 120 121 470 333 168 160" 102 126 338

1. Includes the Bank for International Settl B

includes Eastern European countries not listed in line 23.
2. Beginning April 1978 comprises Bi ia, Czechoslovakia, the German

Democratic Republic, Hunxary, land, Romania.

3. Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

April 1978, also

4.
S.
except the Bank for Inter

Compnses Algeria, Gabon, Libya, and Nigeria.
Asian, African,

which

Western Europe.”

Middle Eastem. md European regxonal orgammuons,

*‘Other
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3.18 BANKS’' OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Millions of dollars, end of period

1986
Area and country 1983 1984 1985
Jan. Feb. Mar. Apr. May June July?

TTotAl o 391,312 | 400,162} 401,585 | 386,529 | 389,501 | 394,769 | 401,109/| 394,666’ 403,653 | 408,144

2 Forelgncountries ....................... e 391,148 | 399,363 | 400,554 | 385,238 | 388,692 | 394,286 | 400,6077| 394,258 | 403,190 | 404,652

3 Europe .....ovvvnnens 91,927 99,014 | 106,407 { 104,365 | 100, 173 100,458 | 101,250 | 100,9257| 104,294 99,804

Austria ........... 401 433 98 485 542 494 429 501 673 619

5  Belgium-Luxembour; 5,639 4,794 5,772 5,841 5, 276 5,429 5,502 5,696 7,163 6,103

6 Denmark 1,275 648 706 864 845 794 882 749 859

7 Finland ... K 898 823 741 1,194 795 8 981 1,036

8 France.... 8,766 9,157 9,124 9,065" 7,943 8,636 8,902 8,861 9,440 9,

9 Germany........ . 1,284 1,306 1,267 1,211 1,309 1,374 1,341 1,176 1,095 1,461
10 Greece.......... 476 817 91 933 884 798 764 723 629 615
1 Italy............ 9,018 9,119 8,848 7,494 6,913 7,297 6,709 6,806 7,474 7,266
12 Netherlands .. ... 1,267 1,356 1,258 1,248 1,249 1,394 1,380 1,384 1, 1,442
13 Norway......... 6 692 652 613 786 7. 5 614
14  Portugal......... 1,114 1,243 1,058 1,040 936 893 874 850 769 789
15 Spain........... 3,573 2,884 1, 1,801 1,885 1,866 1,701 1,986 2,001 1,863
16 Sweden........, 3,358 2,230 2,219 2,174 2,278 2,422 1,9247 2,239 2,488 2
17 Switzerland...... 1,863 2,123 3,171 2,836 2,361 2,940 2,978 3,1 3,543 2,614
18  Turkey.......... 81 1,130 1,200 1,512 1,519 1,587 1,584 1,64 1,856 1,709

19 United Kingdom .

20  Yugoslavia 1,718 l,sgg 1,964 1,901 1,953 1,978 i ,238 1,928 2,005 1,902

21 Other Western Europe! 477 § 998 716 734 1,166 491 1,253 1,102
22 USSR v 192 142 130 169 287 424 477 489 568 504
23 Other Eastern Europe?.............ovvoevvnnns 1,598 1,389 1,107 1,126 1,151 1,126 1,111 1,164 1,177 1,114
24 Canada ... e 16,341 16,109 16,476 17,279 18,280 17,945 18,814 17,910/ 18,269 18,232
25 Latin America and Caribbean............ e 205,491 | 207,862 | 202,663 | 189,065 | 190,623 { 196,723 | 199,0327| 193,6257| 200,647 | 202,492
26 Argenting ............ioiiiiiieis 11,749 11,050 11,462 11,463 11,574 11,456 11,803 11,921 12,079 12,166
27 Bahamas......................ol 59,633 58,009 58,258 49,762 49,659 55.691 55,2607 52,5377| 57,039 55,918
28 Bermudn ............................... o 566 592 499 542 -380 460 275 238 239 763
29 -1 D . 24,667 26,315 25,283 25,209 25,129 25,379 25,3637 25,2717\ 24,877 25,038
30 Brmsh West Indies............... 35,527 38,205 38,881 34,371 36,534 36,880 38,9327 37,0727 40,029 42,008
31 Chile ..ot 6,072 6,839 6,603 6,525 6,478 6,557 6,5407 6,537 6,507 6,514
32 Colombla ........ e 3,745 3,499 3,249 3,185 3,044 2,903 2,861 2,820 2,789 2,776
33 Cuba........... e 0 0 0 0 0 1 0 0 0 0
34 Bcuador .,...... e 2,307 2,420 2,390 2,439 2,369 2,39 2,388 2,382 2,397 2,366
35 Guatemala®....................0en. 129 158 194 174 167 167 124 112 136 113
36 Jamaica®........... ..o 215 252 224 228 213 213 216 218 244 209
37 MeXiCO v.iiviiiii i . 34,802 34,885 31,788 31,841 32,100 31,608 32,3677 31,493 31,381 31,085
38  Netherlands Antilles . 1,154 1,350 1,340 1,022 1,043 927 839 1,075 1,086 1,090
39 Panama........... . . 7,848 7,707 6,645 6,532 5,881 6,179 6,133 5,919 5,855 6,474
40 Peru............ e 2,536 2,384 1,947 1,874 1,852 1,806 1,767 1,757 1,737 1,703
41 Uruguay ........ o 977 1,088 960 966 956 961 953 951 931 927
42 Venezuela..........cco.ooiiiiins . 11,287 11,017 10,871 10,947 11,269 11,204 11,2957 11,326 11,304 11,364
43 Other Latin America and Caribbean....,. . 2,277 2,091 2,067 1,984 1,976 1,931 1,917 1,997" 2,016 1,985
44 Aséah.' ................................... .. 67,837 66,316 66,212 65,882 71,058 70,729 73,4217) 73,9427 72,072 76,198
ina

45 Mainland.............cooeviiiin .. 292 710 639 750 820 9202 593 703 571 798
46 TaiWan. ....oovvviiiinnine, 1,908 1,849 1,535 1,300 1,243 1,403 1,151 1,446" 1,238 1,070
47 HongKong.................... 8,489 7,293 6,796 6,923 7,602 8,208 8,134 8,315 7,538 8,248
48 India..............oe 330 425 450 332 284 479 398 420 426 n
49 Indonesia ...............i.unl. 805 724 698 692 793 712 nr 736 690 722
50 Israel..........coiieiiiiiiin 1,832 2,088 1,991 1,834 1,697 1,617 1,611 1,742 1,779 1,520
51 Japan............oeeeiinein, 30,354 29,066 31,249 32,232 36,471 36,711 38,781 38,629 38,569 41,898
52 Korea .... 9,943 9,285 9,226 8,823 9,072 9,242 9,286 9,176 8,935 8,900
53 Philippines 2,107 2,555 2,224 2,206 2,224 2,336 2,325 2263 2,393 2,168
54 Thailand ............ 1,219 1,128 845 i 765 810 75 716 706 720
55 Middle East oil-export g ¢ . 4,954 5,044 4,208 3,975 3,869 3,577 3,838 3,948 3,674 2,910
56 Other Asia ........oviviinvininanns . 5,603 6,152 6,260 6,021 6,218 4,732 5,812 5,845" 5,555 6,873
57 Africa 6,654 6,615 5.407 5416 5,360 5,128 5,007 4,890 4,971 4,817

58  Egypt.. 747 728 721 677 690 653 639 619 740 701
59  Morocco .. 440 583 575 591 612 646 662 640 642 615
60  South Africa. . 2,634 2,795 1,942 1,965 1,856 1,799 1,716 1,743 1,705 1,661
61 Zaire............. . 33 18 20 18 18 17 17 17 17 17
62  Oil-exporting countri 1,073 842 630 582 562 488 465 417 415 413
63 Other...........ovvviiiiiiiiiienn . L1m21 1,649 1,520 1,584 1,621 1,525 1,508 1,455 1,452 1,410

2,808 3,447 3,390 3,230 3,199 3,305 3,082 2,966 2,937 3,110
2.33 2,769 2,413 2,409 2,367 2,473 2,237 2,050 2,023 2,165

64 Other countries
65  Australia

66  All other 678 978 821 832 832 845 916 914 945
67 Nonmonetary mternatlonal and regional
organizations .............c o 164 800 1,030 1,292 809 483 502 408 463 493
1. Includes the Bank for International Settlements. Beginning April 1978, also 4. Comprises Bghrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
includes Eastern European countries not listed in line 23. United Arab Emirates (Trucial States).
2. Beginning April 1978 comprises Bulgaria, Czechoslovekia, the German 5. Comprises Algeria, Gabon, Libya, and Nigeria.
Democratic Repubhc, Hungary, Poland, and Romania. 6. Excludes the Bank for International Settl which is included in

3. Included in **Other Latin America and Caribbean" through March 1978, “‘Other Western Europe."
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3.19 BANKS' OWN AND DOMESTIC CUSTOMERS’ CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars, end of period

1986
Type of claim 1983 1984 1985
Jan, Feb Mar. Aprs May” June July?
TTotal...ooooviiiiiniiiniiiinnannn, 426,215 433,078 430,466 | ....... | ....... 419828 | .......| ....... 429,01 .......
2 Banks’ own claims on foreigners 391,312 1 400,162 | 401,585 386,529 | 389,501 | 394,769 | 401,109 | 394,666 | 403,653 | 405,144
3 Foreign public borrowers ..... 7,569 62,237 ,496 60,620 60,582 60,427 60,157 59,965 60,608 60,391
4 Ownlgreign officest...... 146,393 156,216 174,261 163,961 169,084 173,698 179,662 173,094 181,818 185,133
5 Unaffiliated foreign banks . 123,837 124,932 116,643 112,033 110,219 110,643 111,832 112,529 112,914 113,334
6 Deposits 47,126 49,226 48,361 5,789 , ,985 46,393 7,493 47,007 48,406
7 Other........... 76,711 75,706 68,282 66,244 66,060 65,658 65,439 65,036 65,907 64,928
8 All other foreigners 63,514 56,777 50,185 49,915 49,616 50,002 49,458 49,078 48,314 46,287
9 Claims of banks’ domestic customers? ., 34,903 32,916 28,880 § ... 25088 4 ... ...l 25418 ...
10 Deposits ... einn 2,969 3,380 3338 | oo ) e A9 1 3475 ...
11 Negotiable and readily transferable
instruments?. ...l 26,064 23,805 19332 [ ..o ] e 17859 § .......| ool 17214 .......
12 Outstanding collections and other
claims ... 5,870 5,712 6214 } ... ] .. 470501 ... ) 4728 ) .......
13 MeMo: Customer liability on
BCCEPIAACES ..o v v evennrrnnrrnnns 37,715 37,103 28366 | ... ] ... 8800 o] 28,179 .......
Dollar deposits in banks abroad, re-
ported by nonbanking business en.
terprises in the United States?. ... 46,337 40,714 37,378 39,465 42,112 41,226 42,891 47,329 46,029 n.a.
1. U.S. banks: includes am(gums due from own foreign branches and foreign 3. Principally negotiable time certificates of deposit and bankers acceptances.
lidated in ** e

subsidiaries

Report of Condition'* filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or
parent foreign bank. .

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

4. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollers issued by banks abroad. For
dessgréption of changes in data reported by nonbanks, see July 1979 BULLETIN,
p. 5

NoTE. Beginnini April 1978, data for banks’ own claims are given on a monthly
basis, but the data for claims of banks’ own domestic customers are available ona
quarterly basis only.

3.20 BANKS' OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States

Payable in U.S. Dollars
Millions of dollars, end of period

1985 1986
Maturity; by borrower and area 1982 1983 1984
Sept. Dec Mar. June?
L X 228,180 243,715 243,952 232,798 227,880 226,352 223,009
borrower

2 Maturity of 1 yearorless! .. ..........iiiiiiiiiiii i 173,917 176,158 167,858 162,5% 160,813 152,229 152,836
3 Foreign public borrowers..... 21,256 24,039 23,912 26,469 26,302 23,852 22,725
All other foreigners .......... 152,661 152,120 143,947 136,122 134,511 128,378 130,111
S Maturity of over 1 year!,,.... 54,233 67,557 76,094 0,21 67, 68,123 70,174
6  Foreign public borrowers . .. 23,137 32,521 38,695 36,302 34,500 36,674 37,168
7 Al o&r foreigners ... ... 31,095 35,036 37,399 33,906 32,566 31,448 33,005
50,500 56,117 58,498 58,520 56,579 53,440 56,720
7,642 6,211 6,028 6,125 6,396 5,855 6,008
73,291 73,660 62,791 63,088 63,328 59,469 59,003
37,578 34,403 33,504 29,120 7,966 27,701 25,786
680 ,199 4,442 954 3,153 3,331 3,249
1,226 1,569 2,593 1,782 2,791 2,433 2,070
11,636 13,576 9,605 8,078 7,634 7,52 7,964
1,931 1,837 1,882 1,932 1,804 1,924 2,245
35,247 43,888 56,144 52,145 30,662 52,068 53,247
3,185 4,850 5,323 52 4,502 4,252 4,531
AfHCA . ..o e 1,494 2,286 2,033 1, 1,538 1,634 1,497
19 Allother?..... ...ttt 740 1,101 1,107 1,157 N6 722 689

1. Remaining time to maturity. 2. Includes nc y inter i and regional organization
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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 1982

1983

1984 19857 1986

June? | Sept. | Dec. June | Sept. | Dec. 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 d includ U.S. agencies and br 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 combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3.18 (excluding those held bg/ agencies and branches of
foreign banks and those constituting claims on own foreign branches).

h

from $50 million to $150 million equivalent in total assets, the threshold now
apglicable to all reporting branches.
, Besides the &%animlion of Petroleum Exporting Countries shown individ-

ually, this group includes other members of OPEC (Algeria, Gabon, Iran, Iraq,
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well
as Bahrain and Oman (not formally members of OPEC).

4. Excludes Liberia.

5. Includes Canal Zone beginning December 1979.

6. Foreign branch claims only. .

7. Incl New Zealand, Liberia, and international and regional organiza-

2. Beginning with June 1984 data, reported claims held by foreifn br
have been reduced by an increase in the reporting threshold for ‘shell’” branches

tions.
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3.22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States!
Millions of dollars, end of period

1985 1986
Type, and area or country 1982 1983 1984
Mar. June Sept. Dec Mar.”
I N 27,512 25,346 29,387 26,206 24,535 25,184 27,018 285,714
2 Payableindollars .............coovviiiiiiiiii, 24,280 22,233 26,389 23,429 21,889 22,364 23,811 22,101
3 Payable in foreign currencies .........ooiiii i 3,232 3,113 968 LM 2,646 2,820 3,208 3,613
By ope
4 Financial liabilities .................ooviiiiiinn 11,066 10,572 14,509 11,722 11,489 11,743 12,856 12,407
5 Payableindollars................ciii e 8,858 8,700 12,553 9,873 9,533 9,780 10,835 10,284
6  Payable in foreign currencies ............ .ol 2,208 1,872 1,955 ,849 1,956 1,963 2,021 2,123
7 Commercial liabilities.................oooiiiiiil. 16,446 14,774 14,849 14,484 13,046 13,441 14,162 13,307
8 Trade payables .........ccooeecunneniinineariiis 9,438 ) 7,008 7,015 5,797 5,694 6,685 5,598
9  Advance receipts and other liabilities............... 7,008 7,009 7,843 7.469 7.249 71.147 7,477 7,710
10 Payableindollars ........oooveviiiiiiiiiiiiiie 15,423 13,533 13,836 13,556 12,356 12,584 12,976 11,817
11 Payable in foreign currencies ........cooiiciiaiinn 1,023 1,241 1,013 928 690 857 1,186 1,490
area or country
Financial liabilities
120 BUrope ........coviiiiiieiiiiriiiiiie i 6,501 5,742 6,728 6,138 5934 6,534 7,146 7,026
i3 Belgium-Luxembourg. . .......coiviiiiiial, 505 302 471 298 351 367 329 338
14 LT T S 783 843 95 896 865 849 857 871
15 GEIMBNY . ... vovriuarer e eaaiianerenrians 467 502 489 506 474 493 419 428
16 Netherlands ................ccooiniiiiiei 711 621 590 619 604 624 745 640
n Switzerland. .. ..... .. 792 486 569 341 566 593 676 724
18 United Kingdom ...........ooviiiiiiiiieann, 3,102 2,839 3,297 3,039 2,825 3,318 3,822 3,682
746 764 863 840 850 826 760 778
2,751 2,596 5,086 3,147 3,106 2,619 3,152 2,788
904 751 1,926 1,341 1,107 1,145 1,120 954
14 13 13 25 10 4 4 13
28 32 35 29 27 23 29 26
1,027 1,041 2,103 1,521 1,734 1,234 1,814 1,610
121 213 367 25 32 28 15 20
114 124 137 3 3 3 3 4
1,039 1,424 1,777 1,555 1,555 1,728 1,765 1,798
715 991 1,209 1,033 965 1, 1,148 1,191
169 170 155 124 147 82 82 78
17 19 14 12 14 14 12 12
0 0 0 o 1] 0 ] ]
12 27 41 31 30 22 21 4
3,831 3,245 4,001 3,500 3,461 3,897 4,011 3,915
52 62 48 37 53 62
598 437 438 400 423 431 453 382
468 427 622 587 428 601 607 5
346 268 245 m 386 545
367 241 257 228 349 289 379 251
1,027 732 1,095 741 730 858 976 957
1,495 1,841 1,975 1,727 1,494 1,383 1,449 1,442
1,570 1,473 1,871 1,713 1,228 1,262 1,088 1,097
16 1 7 3! 12 2 12 26
117 67 114 112 105 77 210
60 44 124 101 9% 120 58 64
32 6 32 21 1 15 44 7
436 585 586 654 492 415 430 256
642 432 636 393 309 3t 212 364
8,144 6,741 5,288 5,708 5,246 5,353 6,046 5,384
1,226 1,247 1,256 1,228 1,219 1,567 1,799 2,039
5,503 4,178 372 2,786 2,396 2,109 2,829 247
753 553 388 765 631 572 587 486
2717 167 233 294 268 238 238 148
651 921 1,128 1,070 988 975 982 983
1. For a description of the changes in the International Statistics tables, see 3, Comprises Algeria, Gabon, Libya, and Nigeria,
July 1979 BULLETIN, p. 550. ) X 4. Includes nonmonetary international and regional organizations.
Z’t Comprises Bahrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and 5. Revisions include a reclassification of transactions, which also affects the
United Arab Emirates (Trucial States). totals for Asia and the grand totals.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the

United States'
Millions of dollars, end of period

1985 1986
Type, and area or country 1982 1983 1984
Mar. June Sept. Dec. Mar,?
L T P 28,725 34,911 29,901 28,804 26,750 28,666 28,071 30,918
2 Payable indollars ........oooiiii i 26,085 31,815 27,304 26,232 24,121 25,800 25,769 28,728
3 Payable in foreign currencies ... 640 096 2,597 2,571 2,629 2,866 2,302 2,187
By type
4 Financial claims ..........ooiviiiiiiiii i 17,684 23,780 19,254 18,506 16,695 19,203 18,031 21,507
S DRPOSILS ....ihiiii e 13,058 18,496 14,621 14,500 12,839 15,315 14,805 18,113
6 ayable in dollars ................... 12,628 17,993 14,202 14,003 12,283 14,611 14,190 17,657
7 Payable in foreign currencies 430 503 420 497 556 704 615 457
8  Other ﬁnancml claims. ... 4,626 5,284 4,633 4,007 3,856 3,889 3,227 3,394
9 Payable indollars ..................00s 2,979 ,328 3,19 2,442 2,373 2,351 2,192 2,301
10 Payable in foreign currencies 1,647 1,956 1,442 1,565 1,480 1,538 1,035 1,093
11 Commercial claims . ....oooveei it iiiineanen 11,041 11,131 10,646 10 297 10,055 9,463 10,040 9,408
12 Trade receivables .....c..oovvriiinniinn., 9,994 9,721 9,177 ,784 8,688 7,988 8,750 8,107
13 Advance payments and other claims 1,047 1,410 1,470 l S13 1,367 1,475 1,290 1,301
14 Payableindollars .............oiiiiiiiiiiiiain 10,478 10,494 9,912 9,787 9,463 8,839 9,387 8,771
15  Payable in foreign currencies .................000ns 563 637 735 510 592 624 652 637
By area or country
Financial claims
16 BUFOPE .o\ vvieer it eienrannnannisenes 4,873 6,488 5,762 5,786 5,477 6,463 6,306 6,833
17 Belgium-Luxembourg 15 37 15 29 15 12 10 10
18 FIance........oovvviviviieniuiennas 134 150 126 92 51 132 184 217
19 Germany.......ooovvvvevininnieeens 178 163 224 196 175 158 223 172
20 Netherlands ..........oovvvininns. 97 71 66 81 46 127 6] 61
2 Switzerland. ...l . 107 38 66 46 16 53 74 166
2 United Kingdom ................ P 4,064 5,817 4,864 5,053 4,900 5,736 5,492 5,960
23 Canada ..., ... e 4,377 5,989 3,988 3,942 3,756 4,037 3,256 4,024
24  Latin America and Caribbean 7,546 10,234 8,216 7,721 6,616 7,603 7,650 9,928
25 Bahamas 3,279 4,771 3,306 3,052 2,204 2,315 2,638 3,503
26 Bermuda 3 102 6 4 6 5 6 2
27 Brazil 62 53 100 98 9 78 77
28 British West Indies 3,255 4,206 4,043 3,998 3,747 4,632 4,440 5,904
29 MeEXiCo ..vvvuvreniiias 274 293 15 201 206 201 180 178
30 139 134 125 101 100 73 48 43
3 698 764 961 859 640 969 696 621
32 153 297 353 509 281 725 475 350
33 15 4 13 6 6 6 4 2
K I {7 158 147 210 101 111 104 103 87
35 Oil-exporting countries?. .........oviviuvenrennes 48 55 85 32 25 31 29 27
36 Alfother® ... ... coviiiiii s 31 159 117 97 95 26 21 14
Commercial claims
37 BUFOPE . vvvvvevret vt entienrianranirnaraneens 3,826 3,670 3,801 3,360 3,680 3,235 3,533 3,386
38 Belgium-Luxembourg 151 135 165 149 212 158 175 148
39 FrafCe . .....ovvvnerriireinininnnnes 474 459 440 375 408 360 426 385
40 Germany........ooovveriviiiieianis 357 349 374 358 375 336 346 396
41 Netherlands ...........oooivinnnen 350 334 335 340 301 286 284 21
42 Switzerland, ............oi . 360 317 271 253 376 208 284 249
43 United Kingdom , ... cooovviiiiiiiiiin s, 811 809 1,063 885 950 79 898 789
44 Canada ........iii e s 633 829 1,021 1,248 1,065 1,100 1,023 1,062
45 2,526 2,695 2,052 1,973 1,803 1,717 1,808 1,604
46 21 8 8 9 11 18 13 27
47 261 190 115 164 65 62 93 82
48 258 493 214 210 193 211 206 232
49 12 7 7 6 29 7 6 7
50 775 884 583 493 468 416 510 384
51 351 2mn 206 192 181 149 157 172
52 Asia ............................................ 3,050 3,063 3,073 2,985 2,707 2,712 2,982 2,620
53 1,047 1,114 1,191 1,154 954 884 1,016 803
54 751 737 668 666 593 541 638 632
55  Africa .............. e 588 588 470 510 464 434 437 491
56 Oil-exporting countries®. .........c.oovveveiienns 140 139 134 141 137 131 130 167
57 Allothert .........occiviiiiiiiiiiii e 417 286 229 221 336 264 257 245

For a description of the changes in the International Statistics tables, see
July 1979 BULLETIN, p. 550.

2. Comprises Bahram. Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional organizations.
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3.24 FOREIGN TRANSACTIONS IN SECURITIES
Millions of dollars

1986 1986
‘Transactions, and area or country 1984 1985
_{:};' Jan. Feb. Mar, Apr. May June Julys
U.S. corporate securities
Stocks
1 Foreign purchases..................ooiviniae 59.834 81,994 86,254 9,312 10,593 13,503 15,306 13,1077} 1,168 13,265
2 Foreignsales ...t 62,814 77,054 70,854 7,564 8.835 10,640 11,420 10,310 10,824 11,261
3 Net purchases, orsales (=) ...................... -2,980 4,940 15,400 1,748 1,758 2,863 3,886 2,79¢" 348 |, 2,008
4 Forelgnecountries........................... ... ~3,109 4,856 15,426 1,760 1,738 2,816 3,82% 2,754 465 2,070
SEUOpe «.oociiii e -3,077 2,057 9,145 1,131 1,395 2,205 2,049 1,577 193 574
6 France...........occiivniiiniin, —405 —438 375 =71 —-68 -26 36 102 219 182
7 Germany..................... -50 730 440 134 234 229 47 99" -174 —130
8 Netherlands ................... -357 -123 905 109 121 166 123 236 97 53
9  Switzerland.................... -1,542 =75 2,036 309 420 698 566 375 -134 -198
10 United Kingdom ............... -677 1,665 4,040 577 635 1,021 719 568 41 478
11 Canada .......cooviivnnnenniannn, 1,691 356 573 117 -59 77 50 43 130 214
12 Latin America and Caribbean............ o 495 1L 2,000 ~85 213 198 863" 482 60 269
13 Middle East! ................0coiiiinnns o ~1,992 238 717 208 -19 127 338 117 ~236 181
4 OtherAsia ................oovuen, A -378 295 2,501 314 154 122 376 421 288 825
15 Africa ...oove i . =22 24 233 25 30 59 48 43 -3 30
16 Other countries ...........covirineiiiiirnennnns 175 168 258 29 24 8 98 70 32 =23
17 Nonmonetary international and
regional arganizations . . ........ ... ... .. ... 129 84 -26 -12 -] 47 63 42 ~121 -65
Bonps?
18 Foreignpurchases.................ccieeinanenn 39,296 87,182 72,487 7,008 9,285 12,564 13,6037 12,1257 9,166 8,735
19 Foreignsales ..................oiiiiiiiiiiinn. 26,3991 43,046 41,904 3,782 4,936" 7,420 8,967 5,350 5,758 5.691
20 Net purchases, orsales (=) ...................... 12,8977 44,137 30,583 3,226 4,380 5,144 4,63¢" 6,776" 3,408 3,044
2] Foreigncountrles........................cuiue 12,6000 ] 44,231 29,409 3,329 4,201 4,843 4,446 6,679 2,928 2,982
22 BUFOPE ot vevete i 11,697 40,047 24,788 2923 3,123 3,690 3,641 6,221 2956 2,24
23 FranCe ... .ottt e 207 210 37 26 =33 =17 =2 83 -6 6
24 Germany.......oiiiiiiiiiniieniiienas .. 1,724 2,001 -28 -11 45 -224 -73 2057 188 -158
25 Netherlands ........................... .. 100 222 128 86 3 25 2 89 -37 -39
26 Switzerland. ...l - 643 3,987 3,585 258 511 459 1,231 456 492 179
27 UnitedKingdom ....................... .. 8,429 32,762 21,078 2,544 2,617 3,374 2,578 5,631 2,214 2,120
2 CaNadA .. iii e - ~62 189 42 3 -3 -~198 75 53 55 85
29 Latisy America and Caribbean 376 498 940 30 7 200 263 142 64 215
30 Middle East! .......ooiiiiii i -1,230"| -2,643 -2,087 -174 0 15 -389 -202 -632 -706
31 Other Asil . ....vvviviie i 1,817 6,091 5,697 558 1,064 1,144 840 464 480 1,147
32 ATiCE ..ot e 1 11 2 1 1 1] 3 -2 3 -3
33 Othercountries . ..........oovvnviiennnrenneens 0 38 27 -9 17 ~10 13 3 2 1
34 Nonmonehry internationa! and
zations . ...................... 297 -95 1,174 -103 149 301 190 96 480 61
Foreign securities
35 Stocks, net purchases, or sales (=)............... =110 -3,888 -3,806 114 =771 -1,440 | -1,675 -219 -238 423
Foretgan purchases. ................o.oouvnnens 14,816 20,856 24,958 2,521 2,937 3,618 4,3847 3,457 3,761 4,279
37 Foreignsales ...............ooiiiiii 15,917 24,743 28,764 2,406 3,708 5,088 6,059 3,676/ 4,000 3,857
38 Bonds, net purchases, orsales (=) ............... -3,930 | —4,042 -3,114 —-55 -966 | —3,003| -1,035 837 1,530 332
39 Foreignpurchases..............c..oovueenenenn 56,017 81,160 90,059 9,810 10,418 12,438 15,1947 13,275 15,485 13,439
40 Foreignsales................oiiiiiin, 59,948 85,202 93,173 9,865 11,385 15,441 16,229 13,1927 13,955 13,106
41 Net purchases, or sales (=), of stocks and bonds . ...] -5,031 -17,930 -6,920 60 | -1,737 ] -4,443 | -2,7117 ~136" 1,292 788
42 Foreigncoumtries .. .....................c0onnen -4,642 | -8,993 -7,2711 -28| -1,877| -4,119 | -2,58V —-208" 1,112 431
43 BUPODE o v vvvvveeiniai et -8,655 [ -9.927 1 -10,529 -387 | -1916 | -3,840 | -2435 1237} ~1,343 =731
44 Canada . ..ooiih i e e 542 | 1,686 -974 -219 -319 —491 ~286 80 16 244
45 Latin America and Caribbean.................... 2,460 1,845 2,195 233 297 121 1757 346 740 283
46 ASIB...oovtiiiiii i 1,356 659 2,546 393 562 127 -130 —745 1,641 697
47 AFFICR - vveenniirii i -108 75 42 7 10 4 6 3 3 9
48 Othercountries ...........cvvinivninneanns —238 41 —551 -56 =512 ~40 89 -16 55 -70
49 Nommonetary international and
reglonsl organizations . ...................... -389 1,063 351 88 140 =34 -138 73 180 324
1. Comprises oil-exporting countries as follows: Bahrain, Iran, Iraq, Kuwait, ties soid abroad by U.S. corporati organized to fi direct inv
Oman, Qatar, Saudi Arabia, and United Arab Emirates (Trucial States). abroad

2. Includes state and local government securities, and securities of U.S.
government agencies and corporations. Also includes issues of new debt securi-
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES Foreign Transactions

Millions of dollars

1986 1986
Country or area 1984 1985
"}:}'f Jan, Feb. Mar. Apr. May” | June July?
Transactions, net purchases or sales (—) during period!
1 Estimated total? . . .. 29,007 | 16,069 | —2,933 206 9,572 | 8,363 -2,218 m -3
2 Foreign countries? 28,551 | 16,562 | -2,459 | 3,737 | 2,361 8,103 -335 2,229 | 2,925
3 BUTOPE2. . . i e E 4,145 | 11,797 149 1,672 1,813 1,62571 1434 2,561 2,543
4 Be um-Luxembourg ........................... 287 476 102 -9 -2 -196 29 39 82 —46
5 Germany ................................... 2,929 1917 | 2,693 129 459 kr¥] 139 468 357 818
6 Netherlands...........oooviiiiiiiiiiiiiiiianise 449 269 1,568 27 -261 61 81 =31 -64 1,756
T oSWeden. .. ......iiiiii i i e 40 976 384 —-200 191 -14 13 236 16 42
8 Switzerland2............coii e 656 760 788 53 115 22 163 365 349 -278
9 United Kingdom.......ooovvvvniiiuniiinnninnes 5,188 | ~1,954 | 4,545 36 1,240 1,474 -206" 696 697 609
10 Other Western Europe..........cooovviveinnnees 466 1,701 1,920 114 -72 144 1,3077| -339 1,125 —-358
Eastern Burope........oovvviveiniivennininneres 0 0 0 [ (] 0 0 0 0 0
12 Canada ... .. o e 1,586 -188 882 -477 -131 762 55 908 -302 67
13 Latin America and Caribbean ...........cociviiviiiiiiiin, 1,418 4,312 766 108 584 227 1,234'} 954 —460 28
14 Venezuela...........oovivniuiirnvannnernieennns 14 238 0 -53 —63 127 { 36 -170 =72
15 Other Latin America and Caribbean................ 53671 2,343 1,056 87 48 17 173 n —290 96
16 Netherlands Antilles...............ccoiiiiviiiinn 869 1,731 —-289 74 200 =70 865 | —1,363 0 5
17 Asia.....ooouvunnnss 2,431 19,859 | 2,385 | 2,179 1,31 —446 | 4,7977| —1,698 515 84
18 Japan.. 6,289 | 17,880 677 | ~2,474 1,601 140 1,973 | -1,229 223 443
19 Africa ..... —-67 112 —41 - ~12 -18 -1 -2 =5 6
20 All other 114 3 773 -52 34 2 394 -2 -80 198
21 Nonmonetary international and regnonal orgamzatlons 5,009 458 —498 —475 | 3,53 7,211 2607 —1,881 882 | —2,959
22 International............. 4,612 —-420 -598 —194 | -3,766"| 6,957 1987 —1,889 899 | -2,804
23 Latin American regional ....... 0 18 123 14 5t 23 30 0 5 0
MEeMO
24 Foreign countries? ........oviiiiiiiiiiiiiiiie i 16,496 | 28,5511 16,562 | —-2,459 | 3,737 2,361 8,103} 335 22091 2928
cial institutions . 505 8,088 8,550 362 619 394 3,8627 157 1,612 1,544
26 Other foreign? ............oooviviviiiiiiiniieisinnns 15,992 | 20,462 ,015 | -2,820| 3,119 1,967 | 4,242 491 618 1,380
Oil-exporting countnes
27 Middle Bastd ... ..ot -6,270 | —1,581 412 220 -301 ~607 1,334 ~14 -290 69
28 AfHCA. ... -101 7 3 1 0 -2 H 1 0 2

1. Estimated official and private transactions in marketable U.S. Treasury
securities with an ongmaj matunty of more than 1 year. Data are based on
monthly t reports. E U.S. Treasury bonds and
notes held by official institutions of forei

2. Includes U.S. Treasury notes pu
denominated in foreign currencies.

f;n countries.
blicly issued to private foreign residents

3. Comprises Bahrain, Iran, 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, 1986 Rate on Aug. 31, 1986 Rate on Aug. 31, 1986
Country Country Country
Per- Month . Per- Moath Per- Month
cent effective cent effective cent effective
June 1986 June 1983
Mar. 1986 Mar. 1983
May 1986 | United Kingdom2.........}.........1 .........
M;;;.1986 Oct. 1985
. 1986
1. As of the end of February 1981, the rate is that at which the Bank of France or makes advances against eligible commercial r and/or government commer-
discounts Treasury bills for 7 to 10 days. cial banks or brokers. For countries with more than 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

1986
Country, or type 1983 1984 1985

Feb. Mar. Apr May June July Aug.
1 Burodollars. ................cocveues 9.57 10.75 8.27 7.89 7.42 6.80 6.86 6.95 6.54 6.06
2 United Kingdom ..................... 10.06 9.91 12.16 12.60 11.70 10.43 10.16 9.70 991 9.79
3Canada ...t 9.48 11.29 9.64 11.81 10.94 9.57 8.60 8.72 8.45 8.50
Y et 573 5.96 5.40 4.47 4.49 4.48 4.58 4.59 4.61 4.56
5 Switzerland. ..........oo e 4.11 4.35 4.92 3.85 3184 4.04 432 4.96 4.80 4.30
6 Netherlands 5.58 6.08 6.29 5.74 5.44 5.3 5.76 5.90 5.69 5.28
7 France..... 12.44 11.66 9.91 8.81 8.28 7.66 7.21 7.23 7.13 7.09
8 ltaly....... 18.95 17.08 14.86 1591 16.03 13.62 12.35 11.78 11.70 11.18
9 Belgium.... 10.51 11.41 9.60 9.75 9.75 8.51 7.90 1.27 7.25 7.25
10 Japan.....ocoviiiiiiiiiii s 6.49 6.32 6.47 6.04 547 4.85 4.58 4.64 4.62 4.68

NoTk. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1986
Country/currency 1983 1984 1985
Mar. Apr. May June July Aug.
1 Australia/dollart................... ... 90.14 §7.937 70.026 70.79 72.28 .72 68.89 62.91 61.23
2 Austriasschilling. ................. o 17.968 20.005 20.676 15.976 15.965 15.667 15.699 15.117 14.502
3 Belgium/franc.............cooovee 51121 57.749 59.336 ,603 46.394 45.497 45.633 44,304 42,701
4 Brazillcruzeiro................... 573.27 1841.50 6205.10 13.847 13.84 13,84 13.84 13.84 3.84
5 Canada/dollar.................... 1.2325 1.2953 1.365 1.4009 1.3879 1.3757 1.3899 1.3808 1.3885
6 China, P.R./yvan................. N 1.9809 2.3308 2.9434 3.2202 3.2143 3.2014 3.2115 3.6435 3.7129
7 Denmark/krone .........coooviiiiiiiii 9.1483 10.354 10.598 4096 8.3928 8.2479 8.2822 8.0635 7.7657
8 Finland/markka ..................0.000 5.5636 6.0007 6.1971 5.1517 5.1235 5.0967 5.1954 5.0744 4.9377
9 Franceffranc..................... . 7.6203 8.7355 8.9799 6. 7.2060 7.0967 7.1208 6.9323 6.7215
10 Germany/deutsche mark 2.5539 2.8454 2.9419 22752 2.2732 2.22717 2.2337 2.1517 2.0621
1] Greece/drachma........ 87.895 112.73 138.40 141.43 142.50 139.64 140.98 138.40 134.68
12 Hong Kong/dollar .. .. 7.2569 7.8188 7,791 7.8125 7.7957 7.8080 7.8107 7.8123 7.8003
13 India/rupee . ......... 10.1040 11.348 12.332 12,289 12.393 12.466 12.599 12.508 12.567
14 Ireland/pound? ............oviente, 124.81 108.64 106.62 132.87 133.71 136.62 135.68 139.00 134.67
ISTtalyflira......ooooiiiiii e 1519.30 1756.10 1908.90 1548.43 1559.45 1528.50 1533.10 1478.31 1420.33
16 Japan/ven ........... [ . 237.55 237.45 238.47 178.69 175.09 167.03 167.54 158.61 154.18
17 Malaysinlrin}g‘\t ........ 2.3204 2.3448 2.4 2.5367 2.5981 2.5978 2.6231 2.6435 2.6121
18 Netherlands/guilder, . ... 2.8543 3.2083 3.3184 2.5678 2.5629 2.5082 2.5154 2.4236 2.3242
19 New Zealand/dollar! . ... .790 57.837 49.752 52.820 56.127 56.666 54.585 53.176 50.068
20 Norway/Krone ................... .. 7.3012 8.1596 8.5933 7.1711 7.1603 7.4106 7.6117 7.4800 7.3534
21 Portugallescudo.............ooviiiiiens 111.610 147.70 172,07 149.40 150.79 149.12 151.09 148.67 146.17
22 Singapore/dollar. ., .......oviiiiiiiiiane 2.1136 2.1325 2.2008 2.1600 2.1880 2.2157 2.2232 2.1861 2.1601
23 South Africa/rand! ..................... 89.85 69.534 45.57 49.04 48,77 45.67 39.49 39.04 38.39
24 South Korea/won ...................... 776.04 807.91 86].89 886.66 887.95 889.09 890.74 888.59 886.45
25 Spain/peseta...........ovieiiiiiiiiiaann 143.500 160.78 169.98 143.06 144.11 141.62 142,91 137.58 134.11
26 SriLanka/rupee............ooovniviunes 23.510 25.428 27.187 27.623 27.791 27.932 27.955 28.065 28.187
27 Sweden/krona..............oiiiiiiies 7.6717 8.2706 8.603]1 7.2610 7.2433 7.1458 7.2124 7.0715 6.9365
28 Switzerland/franc. .. .. 2.1006 2.3500 2.4551 1.9150 1.9016 1.8538 1.8406 1,7445 1.6616
29 Taiwan/dollar........ n.a. 39.633 39.889 39.027 38.689 38.460 38.163 38.119 37.422
30 Thailand/baht.......... V. 22.991 23.582 27.193 26.418 26.429 26.327 26.400 26.204 26.093
31 United Kingdom/pound! 151.59 133.66 129.74 146.74 149.85 152.11 150.85 150,71 148.61
MEMoO
32 United States/dollar?................ N 125.34 138.19 143.01 116.05 115.67 113.27 113.77 110.38 107.50

1. Value in U.S. cents.
2. Index of wei, d-average ¢

h

value of U.S. dollar against currencies

of other G-10 countries plus Switzerland. March 1973 = 100. Weights are 1972-76
global trade of each of the 10 countries, Series revised as of August 1978. For
description and back data, see “‘Index of the Weighted-Average Exchange Value
of the U.S. Dollar: Revision' on p. 700 of the August 1978 BULLETIN.

3. Currency reform.
NOTE. Averages of certified noon buying rates in New York for cable transfers.

Data in this table also appear in the

inside front cover.

oard's G.5 (405) release. For address, see
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*

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
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0 Calculated to be zero
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SMSAs
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obligations of the Treasury. ‘‘State and local government”
also includes municipalities, special districts, and other politi-
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4,30 ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, March 31, 1986!

Millions of dollars

All states? New York California Hlinois
Item
Total Total Total Total
: n IBFs : n IBFs : IBFs : : IBFs
including including including includin
1BFs only? BRs® | only’ {BFs only? BFsC | only
1 Total assets? ........c.oviiiviiiiiiiirieninnnaninn,, 316,822 159,404 236,365 128,745 49,179 22,178 16,262 6,361
2 Claims on nonrelated parties. .........,.oocovevrnn.., 290,051 136,821 219,319 107,712 42,397 19,540 16,195 6,237
3 (Cash and balances due from depository institutions. .. .. 70,603 55,863 59,749 46,923 6,027 ,458 3,882 3,074
4  Cash items in process of collection and unposted
debits . ... ooe v 283 0 252 0 12 0 10 0
S Cnrrency and com (U S and foreign) ............... 23 n.a. 16 n.a. 2 n.a. 2 n.a.
6 with d in United States 38,353 26,322 31,557 21,176 3,872 3,388 2,283 1,541
7 U.Ss. branches and agencles of other foreign banks
(including IBFs. 3 ) 31,876 24,626 25,834 19,700 3,554 3,220 2,021 1,499
8 Other deposno institutions in United States
(including IBFS) .. .....oooveyieenniieniin, 6,478 1,696 5,723 1,477 318 168 262 42
9 Balances with banks in forelgn countries and with
foreign central banks........... P 30,331 29,541 26,425 25,746 2,102 2,070 1,551 1,532
10 Foreign bmnches of US. banks.................. 2,297 2,228 2,032 1, 122 121 135 135
1 Olher bnnks in foreign countries and foreign central
............................... o 28,033 27,313 24,393 23,782 1,980 1,950 1,416 1,397
12 Balanccs wnh Federal Reserve Banks. .............. 1,614 n.a. 1.4 n.a. 40 n.a. 35 n.a.
13 Total securities and loans ............ e 181,390 77,248 128,933 57,708 30,851 13,710 11,499 3,012
14 Total securities, book value.......... e 18,541 7,130 15,239 5,329 2,516 1,606 533 142
15 US. TUCASULY v vveeenevrvensrrnvnrninenrsannns 3,714 n.a. 3,518 n.a. 67 n.a. 121 n.a.
16  Obligations of U.S. government agencxes and
COTPOTAIONS .. v v v ervenerinrronirserantienins 1,491 n.a. 1,472 n.a. 18 n.a. 0 n.a.
17 Other bonds, notes, debentures and, corporate stock
(mcludmg state and local sequrities) ............ 13,337 7,130 10,250 5329 2,431 1,606 412 142
18 Federal funds sold and securities purchased under
agreements toresell ... ... oo, 9,533 1,059 8,702 1,001 476 1 118 0
19 U.S branches and agencies of other forelgn banks . 6,320 781 5.882 ! 315 1 s2 0
20 Commetcial banks in United States............ . 1,695 27 1,452 27 58 Q 66 [
21 Other . ..ot e e 1,518 251 1,368 204 103 0 0 0
22 Total 108NS, GFOSE ... ovvvvririnneiunreirieeinernnses 162,998 70,142 113,793 52,39 28,077 12,107 10,969 2,870
23 Less; Unearned i mcome on loans . 149 24 99 20 42 3 4
24 Equals: Loans, net ......oovvnivviiniieriieienain, 162,849 70,118 113,694 52,376 28,035 12,104 10,965 2,870
Total loans, gross, by category
25 Real eState l0BNS . .. vvvvreerrtvrnrnreeroiesseionnnens 6,187 67 3,038 1,303 18 423
26 Loans to depository ir inSHLULioNs . .. .. .vvv s, 55,183 36,548 40,216 25 017 10 1495 8,235 2,911 2,084
27  Commercial banks in United States (including IBFs) . 30,903 14,258 22,142 ,588 6,593 4,447 1,821 1,071
28 U.S. branches and agencies of other foreign banks . 24,754 10,981 16,842 S 869 6,031 3,970 1,638 998
29 Other commercial banks in United States ......... ,150 3,276 5,300 2,719 562 477 183 73
30 Other deposnor% institutions in United States
(including IBFs)........coovinniiniiiiniinn, 68 0 64 0 0 0 0 0
31 Banks in foreign countnes, ............. e, 24,212 22,291 18,009 16,430 3,902 3,787 1,090 1,013
2 Foreign branches of U.S. banks 983 921 92 740 160 160 15 15
33 Other banks in forelgn countries . 23,229 21,370 17,217 15,689 3,742 3,627 1,075 998
34 Other financial institutions.............. e, 215 413 997 342 261 37 879 18
35 Commercial and industrial loans......... e 73,483 18,726 47,768 15,318 13,733 2,260 6,044 384
36 U.S. addressees (domicile) ........... e 49,874 64 28,861 52 10,920 11 5,528 0
37 Non-U.S. addressees (domicile)......... e, ,609 18,662 18,907 15,266 2,813 2,249 516 384
38 Acceptances of other banks 843 23 708 16 97 3 20 5
39 US.banks.........ooviiiiiiin e 630 0 552 0 62 0 0 0
40 Foreignbanks,.........civiiiiiiiiiiiiiaiiiia 214 23 153 16 35 3 20 5
41 Loans to foreign governments and official institutions
(including foreign central banks).................. 16,250 14,186 13,143 11,545 1,646 1,501 448 379
42 Loans for purchasing or carrying securities
(secured and unsecured). .. ... 5314 4 4,939 4 374 0 0 0
43 Allother1oans.........coovvvinniiniiiinneinniiene,, 1,522 174 988 106 167 53 244 0
44 Al olher BSSOLS L4y irrn et IRTERRTN 28,524 2,652 21,938 2,083 5,343 361 697 151
45 s’ liability on ding...... 20,580 n.a. 15,781 n.a. 4,368 n.a. 192 n.a.
46 U S. addressees (domlclle ...................... 12,380 n.a. 8,659 n.a. ,446 n.a. 188 n.a.
47 Non-U.S. addressees (domicile)..... e 8,200 n.a. 7,122 n.a. 922 n.a. 4 n.a.
48  Other assets including other claims on nonrelated
PAIIES L.t vteenir et iiiii ettt 7,944 2,652 6,154 2,083 975 361 505 151
49 Net due from related depository institutions® .......... 26,772 22,583 | 18,032 6,782 2,635 67 124
50  Net due from head office and other related depository
ANEBIONES . L . iv e er et v, 26,772 n.a. 17,046 n.a. 6,782 n.a. 67 n.a.
51  Net due from establishing entity, head offices,
and other related depasitory institutionss........ n.a. 22,583 n.a. 18,032 n.a. 2,635 n.a. 124
52 Total liabilitles®. . .............coovviiiiiiiinniinnn. 316,822 159,404 236,365 125,748 49,179 22,178 16,262 6,361
53 Liabilities to nonrelated parties ..... e 272,540 133,155 209,822 105,260 43,983 19,559 9,211 4,130




4.30 Continued

Millions of dollars

U.S. Branches and Agencies

ATl

All states? New York California Llinois
Item
Total Total Total Total
< IBFs : IBFs : IBFs i 1BFs
excluding 3 excluding 3 excluding 3 excluding 3
IBFs only 1BFs only IBFs only 1BFs only
54 Total deposits and credit balances.................... 42,560 107,501 35,605 92,043 1,587 9,404 2,078 2,188
55  Individuals, partnerships, and corporations . A 13,674 27,731 10,740 402 369 1,680 57
56 U.S. addressees (domicile} ............. 25,157 527 21,301 526 455 0 1,566 0
57 Non-U.S. addressees (domicile) .................. & 13,147 6,430 10,213 947 369 114 57
58 Commercial banks in United States (including IBFs) . 5,023 37,550 4,536 30,476 76 5,434 382 1,139
59 U.S. branches and agencies of other foreign banks . 1,736 29,962 1,370 24,479 40 4,268 318 900
60 Other commercial banks in United States ......... 3,287 7,588 3,166 997 36 1,166 64 239
61 Banksinforeigncountries..............ooviaiiiin, 1,365 51,292 1,312 45,984 15 3,553 4 978
62 Foreign branches of U.S. banks. .. 112 7,210 112 6,025 0 832 0 250
63 Other banks in foreign countries ................. 1,252 44,082 1,200 39,959 15 2,721 4 728
64  Foreign governments and official institutions
(including foreign central banks)................ 1,426 4,966 1,355 4,824 66 48 ] 15
65  All other deposits and credit balances............... 328 20 295 19 6 0 i 0
66  Certified and official checks........................ 422 n.a. krZ] n.a. 2] n.a. 10 n.a.
67 Transaction and credit bal
(excluding IBFs) ................. e, 4,928 n.a. 4,291 n.a. 139 n.a 148 n.a.
68  Individuals, partnerships, and corporations .......... 3,039 n.a. 2,519 n.a. 109 n.a 133 n.a.
69 U.S. addressees (domicile) ...................... 1,932 n.a. 1,637 na 68 n.a 129 n.a.
70 Non-U.S. addressees (domicile).................. 1,106 n.a. 882 n.a. 41 n.a 5 n.a.
71  Commercial banks in United States (including IBFs) . 361 n.a. 43 n.a. 3 n.a 0 n.a.
72 U.S. branches and agencies of other foreign banks . 132 n.a 130 n.a. 1 n.s 0 n.a.
73 Other commercial banks in United States ......... 229 n.a. 214 n.a. 1 n.a 0 n.a.
74 Banksin foreign countries.............ooveiiinenny 761 n.a. 730 n.a. 4 n.a 3 n.a.
75 Foreign branches of U.S. banks. .. 5s n.a, 55 n.a. 0 n.a 0 n.a.
76 Other banks in foreign countries ................. 706 na 675 n.a. 4 na 3 n.a.
77  Fareign governments and official institutions
(including foreign central banks)................ 248 n.a 242 n.a. 1 n.a 1 n.a.
78  All other deposits and credit balances............... 98 n.a. 83 n.a. 1 n.a 1 n.a.
79  Certified and official checks........................ 422 n.a. 374 n.a. 21 na 10 n.a.
80 D d deposits (included in tr ; <
and credit balances) ...l 4,081 n.a. 3,573 n.a. 77 n.a, 140 n.a.
81 Individuals, partnerships, and corporations.......... 2,673 n.a. 2,265 n.a. 49 n.a 125 n.a.
82 U.S, addressees (domicile) ...................... 1,708 n.a. 1,487 n.a. 23 n.a 120 n.a.
83 Non-U.S. addressees (domicile) .................. 968 n.a. 778 n.a. 27 n.a 5 n.a.
84 Commercial banks in United States (including IBFs) . 142 n.a. 127 n.a. 1 n.a 0 n.a.
85 U.S. branches and agencies of other foreign banks . 3 n.a. 2 n.a. 0 n.a [} n.a.
86 Other commercial banks in United States ......... 139 n.a. 124 n.a. 1 n.a, 0 n.a.
87 Banksin foreigncountries......................... 639 n.a. 610 n.a. 4 n.a 3 n.a.
88 Foreign branches of U.S. banks. .. 35 n.a. 55 n.a. 0 n.a 0 n.a.
89 Other banks in foreign countries ................. 585 n.a 555 n.a 4 n.a 3 n.a.
90 Foreign governments and official institutions
(including foreign central banks)................ 188 n.a. 183 n.a. 1 na 1 n.a.
91  All other deposits and credit balances............... 17 n.a. 14 n.a. H n.a t n.a.
92  Certified and official checks.................. ... ... 422 n.a. 374 n.a. 21 n.8 i0 n.a.
93 Non-tr i (including MMDAs,
excluding IBFS) ...........oooiiiiiiin, 37,632 n.a. 31,314 n.a. 1,448 n.a. 1,930 n.a.
94  Individuals, partnerships, and corporations .......... 30,957 n.a. 25,213 n.a. 1,293 n.a. 1,547 n.a.
95 1.8, addressees (domicile) ................... ... 23,225 n.a. 664 n.a. 387 na. 1,438 n.a.
96 Non-U.S. addressees (domicile) . ....... ERTTTTN 7,733 n.a 5,548 na 906 n.a 109 n.a.
97  Commercial banks in United States (including IBFs) . ,662 n.a. 4,193 n.a. 74 n.a 381 n.a.
98 U.S. branches and agencies of other foreign banks . 604 n.a. 240 n.a, 39 na 318 n.a.
99 Other commercial banks in United States ......... 3,058 n.a 2,952 n.a. 35 na 64 n.a.
100 Banks in foreigncountries..............oooiiion, 604 na 582 n.a. 11 na 1 n.a.
101 Foreign branches of U.S. banks. .. 57 n.a. 57 n.a. 0 n.a 0 n.a.
102 Other banks in foreign countries. ................. 346 n.a. 525 n.a, 1 n.a 1 n.a.
103  Foreign governments and official institutions
(including foreign central banks)................ 1,179 n.a. 1,113 n.a 65 n.a. 0 n.a.
104  All other deposits and credit balances,.............. 230 n.a. 213 n.a 5 n.a 0 na.
105 1BF deposit liabilities ................. IR TR TPIDU n.a. 107,50t n.a. 92,043 n.a. 9,404 n.a. 2,188
106  Individuals, partnerships, and corporations .......... n.a. 13,674 n.a. 10,740 n.a. 369 n.a. 57
107 U.S. addressees (domicile) ............. Ve n.a. 527 n.a. 526 n.a. 0 n.a. [
108 Non-U.S. addressees (domicile)........ ERTPEUTION n.a. 13,147 n.a. 10,213 n.a. 369 n.a. 57
109  Commercial banks in United States (including IBFs) . n.a. 37,550 na 30,476 n.a. 5,434 n.a. 1,139
110 U.S. branches and agencies of other foreign banks . n.a. 29,962 na. 24,479 n.a 4,268 n.a. 900
i1 Other commercial banks in United States ......... n.a. 7,588 n.a. S, n.a. 1,166 n.a. 239
112 Banks in foreign countries..............oiveinnn n.a. 51,292 n.a. 45,984 n.a. 3,553 n.a. 978
113 Foreign branches of U.S. banks. .. n.a. 7,210 n.a. 6, n.a. 832 n.a. 250
114 Other banks in foreign countries. ................. n.a. 44,082 n.a. 39,959 n.a. 2,721 n.a. 728
115 Foreign governments and official institutions
(including foreign central banks)................ n.a. 4,966 n.a. 4,824 n.a. 48 n.a. 15
116  All other deposits and credit balances............... n.a. 20 a.a. 19 n.a. 0 n.a. 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, 1986!—Continued

Millions of dollars

All states? New York California Mllinois
Item
Total Total Total F Total IBF:
including |  IBFS | inciudi IBFs | including | IBFS | includin $
IBFs oy’ | Tiggg® | enly’ | Migpg® | ony’ | "{pE® | only?
117 Federal funds purchased and securities sold under
?reemems to repurchase. . .........oiviiiiinns 31,853 1,330 24,624 782 5,869 489 836 5
118 branches and agencies of other foreign banks . ,495 680 ,378 413 1,815 240 118 5
119 Other commercial banks in United States ........... 14,927 95 11,109 8S 008 10 564 [\]
120 Other ......vviviii i e 8,431 555 7,137 284 1,048 239 154 0
121 Other borrowed MONEY .......vevvnieriineinseienes 61,568 21,947 34,773 10,535 21,746 9,368 3,629 1,798
122 Owed to nonrelmed commercial banks in United States
(including IBFS) . ..o vvvienineninnrniriarinins 45,425 9,383 24,878 3,364 17,130 5,644 2,081 373
123 Qwed to U.S. offices of nonrelated U.S, banks....... 21,919 2,297 13,051 1,176 070 960 837 48
124  Owed to U.S. branches and agencies of
nonrelated foreign banks . ... 23,506 7,285 11,827 2,188 10,060 4,684 1,244 325
125 Owed to d banks in foreign countries ......... 11,667 11,077 ,407 5 888 3,737 3,720 1,451 1,425
126  Qwed to foreign branches of nonrelated U.S. banks .. 1, 1,676 599 483 1,000 1,000 231 213
127 Owed to foreign offices of nonrelated foreign banks. .. 9,827 9,401 5,808 5,435 2,737 2,720 1,220 1,212
128 Owed to Others ... ...vvvniernviiniriinennneinns 4,476 1,288 3,488 1,283 879 5 97 0
129 All other liabilities. ......coovvviieiiiiiiineniienes 29,058 2,376 22,778 1,900 5,317 298 480 139
130  Branch or agency liabili es executed
and outstanding ............ R 22,708 n.a. 17,580 n.a. 4,669 n.a, 204 n.a.
131 Other liabilities to nonrelated parti s 2,376 5,197 1,900 709 298 278 139
132 Net due to related depository institutions’............. 44,283 26,250 26,543 20,485 5,196 2,615 7,051 2,230
133 Net due to head office and other related
depository institutions®. . ........ ... ooiii 44,283 n.a. 26,543 n.a. 5,196 n.a. 7,051 n.a.
134 Net due to establishing entity, head office, and other
related depository institutions3................. n.s. 26,250 n.a. 20,485 n.a. 2,615 n.a 2,230
MEM!
135 Non-mterest bearing balances with commercial banks
inUnited States . ....ovvvneeiserinrnirerinenns 2,109 63 1,938 63 68 ] 49 0
136 Holding of commercial paper mcluded in total loans . 872 n.a. 465 n.a. 347 n.a. 45 n.a.
137 of own d in commercial
and indUSIHAI J0BNS « .« ..o vvvenrernerrenneinnsn 3,807 n.a. 2,993 n.a. 615 n.a. 120 n.a.
138 Commercial and industrial loans with remaining maturity
ofoneyearorless...........ocoiviiaiiiiniiie 47,548 n.a, 29,731 n.a, 9,063 n.a. 4,755 n.a.
139 Predetermined interest rates 30 "543 n.a l7 1571 n.a, 6,963 n.a. 3,581 n.a.
140 Floating interest rates . ... ....cceaiiiiaisisieianass ,005 na. ,160 n.4, 2,100 n.a. 1,174 n.a.
141 Commercial and industrial loans with remammx maturity
of more than one year ........ v erereerireaeae, 25,935 n.a. 18,036 n.a. 4,670 n.a. 1,289 n.a.
142 Predetermined interest rates ,291 n.a. 5,947 n.a, 1,670 n.a. 672 n.a,
143 Floating interest rates. ..........ccoevvurenreniennes 16,644 n.a. 12,089 n.a. ,000 n.a. 617 n.a.
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Millions of dollars

U.S. Branches and Agencies A73

All states? New York California Iilinois
item
Total Total Total Total
. 1BFs - IBFs + IBFs . IBFs
excadng | ot | echdne | % | oudne | G008 \eschdne | (oSS
144 Comp of total nontr ion
luded in total deposits and credit bal of
nontransactional accounts, including IBFs......... 47,054 n.a. 40,199 n.a. 1,503 n.a. 2,412 na.
145  Time CDs in denominations of $100,000 or more .. ... 30,837 n.a. 25,806 n.a. 1L131 n.a. 1,616 n.a.
146 Other time deposits in denominations of $100,000
OFMOTE « o oottt eeinite e ean e ineinennenans 4,077 n.a 3,758 n.a. 151 n.a. 124 n.a
147  Time CDs in denominations of $100,000 or more
with remaining maturity of more than
12months . ... e 12,140 n.a. 10,635 n.a. 221 n.a. 673 n.a.
All states? New York California {ilinois
Total Total Total Total
including ([“Bf H including (K,ﬁlF 5 including (l,ﬁf s including (I’EIF H
1BFs v IBF's Y IBFs Y IBFs 4
148 Market value of securitiesheld....................... 17,889 7,100 14,811 5.310 2,373 1,595 535 142
150 Immediately available funds with a maturity greater than
one day included in other borrowed money........ 41,292 n.a. 23,826 n.a. 14,775 na 2,078 n.a.
150 Number of reports filedS. ....................convents Pyl TR 219 il M7 {......... 46 {.........

1. Data are aggregates of categories reported on the quarterly form FFIEC 002,
“‘Report of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks.”’ Details may not add to totals because of rounding. This form was first
used for reporting data as of June 30, 1980, and was revised as of December 31,
1985. From November 1972 through May 1980, U.S. branches and agencies of
foreign banks had filed a monthly FR 886a report. A re}ate data from that report
were available through the Federal Reserve statistical release G.11, last issued on
July 10, 1980. Data in this table and in the G.!1 tables are not strictly comparable
because of differences in reporting panels and in definitions of balance sheet
items.

2. Includes the District of Columbia.

3. Effective December 1981, the Federal Reserve Board amended Regulations
D and Q to permit banking offices located in the United States to_operate
International Banking Facilities (IBFs). As of December 31, 1985, data for IBFs
are reported in a separate column. These data are either included in or excluded
from the total col as indicated in the headings. The ion **n.a.”" indicat

that no IBF data are reported for that item, either because the item is not an
eligibie 1BF asset or Ha&‘l’ity or because that level of detail is not reported for
IBFs. From D ber 1981 tk h S ber 1985, IBF data were included in
all ap¥ﬁmble items reported.

4. Total assets and total liabilities include ner balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see
footnote 5). On the former monthly branch and agency report, available through
the G.11 statistical release, gross balances were included In total assets and total
liabilities. Therefore, total asset and total lability figures in this table are not
comparable to those in the G.I1 tables.

5. “'Related banking institutions’ includes the foreign head office and other
U.S. and foreign branches and agencies of the bank, the bank's parent holding
company, and majority d banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).

6. 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 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.

ANNUAL REPORT: BUDGET REVIEW, 1985-86.

FEDERAL RESERVE BULLETIN. Monthly. $20.00 per year or
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year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HisToRricAL 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 31,
1985, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System.
576 pp. $7.00.

REGULATIONS OF THE BOARD OF GOVERNORS OF THE FED-
ERAL RESERVE SYSTEM.

ANNUAL PERCENTAGE RATE TABLES (Truth in Lending—
Regulation Z) Vol. I (Regular Transactions). 1969. 100
pp. Vol. Il (Irregular Transactions). 1969. 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

FEDERAL RESERVE MEASURES OF CAPACITY AND CAPACITY
UTILIZATION. 1978. 40 pp. $1.75 each; 10 or more to one
address, $1.50 each.

THE BANK HoLDING COMPANY MOVEMENT TO 1978: A
COMPENDIUM. 1978. 289 pp. $2.50 each; 10 or more to
one address, $2.25 each.

INTRODUCTION TO FLOW OF FUNDs. 1980. 68 pp. $1.50 each;
10 or more to one address, $1.25 each.

PusLic PoLicy AND CAPITAL FORMATION. 1981, 326 pp.
$13.50 each.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES. 1981. 35 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looseleaf; updat-
ed at least monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60.00 per
year.

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year.

Securities Credit Transactions Handbook. $60.00 per year.

Federal Reserve Regulatory Service. 3 vols. (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year.

Rates for subscribers outside the United States are as
Jollows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Each Handbook, $75.00 per year.

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.

WRITING IN STYLE AT THE FEDERAL RESERVE. August 1984,
93 pp. $2.50 each.

CONSUMER EDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies
available without charge.

Alice in Debitland

Consumer Handbook on Adjustable Rate Mortgages

Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and Business Credit

Fair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
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Federal Reserve Banks

Organization and Advisory Committees
What Truth in Lending Means to You

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

The Board of Directors’ Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer Law Compliance

Combined Construction/Permanent Loan Disclosure and
Regulation Z

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosures and Regulation Z

Finance Charges Under Regulation Z

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act

Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation Z

STAFF STUDIES: Summaries Only Printed in the
Bulletin

Studies and papers on economic and financial subjects that

are of general interest. Requests to obtain single copies of

the full text or to be added to the mailing list for the series

may be sent to Publications Services.

Staff Studies 115-125 are out of print.

114. MuLTiBANK HoLDING CoMpPANIEs: RECENT Evi-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARKETS, by Timothy J. Curry and John T.
Rose. Jan. 1982. 9 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983. 5 pp.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret L.
Greéne. August 1984. 16 pp. Out of print.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garet L. Greene. October 1984. 40 pp. Out of print.

129. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OCTOBER 1980~OCTOBER 1981, by Margaret
L. Greene. August 1984. 36 pp.

130. EFFECTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-
BLES: A REVIEW OF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T. Ashby McCown.
January 1984. Out of print.

131.

132.

133.

134.

135.

136.

137.

138.

139.

140.

141.

142,

143.

144,

145.

146.

147.

148.

CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
DEUTSCHE MARK INTERVENTION, by Laurence R.
Jacobson. October 1983. 8 pp.

TIME-SERIES STUDIES OF THE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A
ReVIEW OF THE TECHNIQUES AND LITERATURE, by
Kenneth Rogoff. October 1983. 15 pp.
RELATIONSHIPS AMONG EXCHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bonnie E. Loopesko. November
1983. Out of print.

SMALL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Raiph W. Tryon. October 1983, 14 pp. Out of print.
SmaLL EMPIRICAL MODELS OF EXCHANGE MARKET
INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JAPAN, by Deborah J. Danker, Richard A.
Haas, Dale W. Henderson, Steven A. Symansky, and
Ralph W. Tryon. April 1985. 27 pp. Out of print.
THE EFFECTS OF FiscaL PoLicy on THE U.S. Econo-
MY, by Darrell Cohen and Peter B. Clark. January
1984. 16 pp. Out of print.

THE IMPLICATIONS FOR BANK MERGER PoLICY OF
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL SUPERMARKETS, by Stephen A.
Rhoades. February 1984. Out of print.

ANTITRUST LAws, JUSTICE DEPARTMENT GUIDE-
LINES, AND THE LIMITS OF CONCENTRATION IN Lo-
CAL BANKING MARKETS, by James Burke. June 1984.
14 pp. Out of print.

SoME IMPLICATIONS OF FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas D. Simpson and
Patrick M. Parkinson. August 1984, 20 pp.
GEOGRAPHIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by John D. Wolken. November
1984. 38 pp. Out of print.

A ComMPARISON OF DIRECT DEPOSIT AND CHECK PAY-
MENT CosTs, by William Dudley. November 1984,
15 pp. Out of print.

MERGERS AND ACQUISITIONS BY COMMERCIAL
BaNks, 1960-83, by Stephen A. Rhoades. December
1984. 30 pp. Out of print.

CoMPLIANCE CosTs AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
SURVEY EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp. Out of print.

ScALE ECONOMIES IN COMPLIANCE CosTs FOR CON-
SUMER CREDIT REGULATIONS: THE TRUTH IN LEND-
ING AND EqQuaL CREDIT OPPORTUNITY LAws, by
Gregory E. Elliechausen and Robert D. Kurtz. May
198S. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMpaCcT ON CONSUMERS, by Glenn B.
Canner and Robert D. Kurtz. August 1985. 31 pp. Out
of print.

THE ROLE OF THE PRIME RATE IN THE PRICING OF
Busingess Loans By COMMERCIAL BANKs, 1977-84,
by Thomas F. Brady. November 1985. 25 pp.
REVISIONS IN THE MONETARY SERVICES (DIViSIA)
INDEXES OF THE MONETARY AGGREGATES, by Helen
T. Farr and Deborah Johnson. December 1985. 42 pp.
THE MACROECONOMIC AND SECTORAL EFFECTS OF
THE EconoMiIC RECOVERY TAX AcCT: SOME SiMULA-
TioN RESULTS, by Flint Brayton and Peter B. Clark.
December 1985. 17 pp.
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149. THE OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Stephen A. Rhoades. April 1986. 32 pp.

150. STATISTICAL COST ACCOUNTING MODELS IN BANK-
ING: A REEXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken. May 1986. 13 pp.

REPRINTS OF BULLETIN ARTICLES
Most of the articles reprinted do not exceed 12 pages.

Foreign Experience with Targets for Money Growth. 10/83.

Intervention in Foreign Exchange Markets: A Summary of
Ten Staff Studies. 11/83.

A Financial Perspective on Agriculture. 1/84.

Survey of Consumer Finances, 1983. 9/84.

Bank Lending to Developing Countries. 10/84.

Survey of Consumer Finances, 1983: A Second Report.
12/84.

Union Settlements and Aggregate Wage Behavior in the
1980s. 12/84.

The Thrift Industry in Transition. 3/85.

A Revision of the Index of Industrial Production. 7/85.

Financial Innovation and Deregulation in Foreign Industrial
Countries. 10/85.

Recent Developments in the Bankers Acceptance Market.
1/86.

The Use of Cash and Transaction Accounts by Ametican
Families. 2/86.

Financial Characteristics of High-Income Families. 3/86.

U. S. International Transactions in 1985, 5/86.

Prices, Profit Margins, and Exchange Rates. 6/86.

Agricultural Banks under Stress. 7/86.

Foreign Lending by Banks: A Guide to International and
U.S. Statistics. 10/86.
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Index to Statistical Tables

References are to pages A3-A73 although the prefix “‘A’’ is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial banks, 19, 20
Assets and liabilities (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companies, 37
Federal Reserve Banks, 10
Financial institutions, 26
Foreign banks, U.S. branches and agencies, 21, 70-73
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, 70-73
Business activity, nonﬁnancnal 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
Federal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and industrial loans
Commercial banks, 16, 19, 70
Weekly reporting banks, 19-21
Commercial banks
Assets and liabilities, 18-20
Commercial and industrial loans, 16, 18, 19, 20, 21, 70
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, 19
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 39
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (See Assets and liabilities)
Construction, 44, 49
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expcndltures 51, 52
Corporations
Nonfinancial, assets and liabilities, 36
Profits and their distribution, 35
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40 (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 22
Turnover, 15
Depository institutions
Reserve requirements, 7
Reserves and related items, 3, 4, 5, 12
Degosns (See also specific types)
ks, 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, 5, 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, §, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencies, 33
Finance companies
Assets and liabilities, 37
Business credit, 37
Loans, 40, 41
Paper, 23, 24
Financial institutions
Loans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilities of U.S. branches and
agencies, 2] 70-
Foreign currency operatlons,
Foreign deposits in U.S. banks 4,10, 19, 20
Foreign exchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, 57, 60, 61, 62, 64
Liabilities to, 20 's4, 55 57 58 63, 65, 66
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GOLD

Certificate account, 10

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 51

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
Installment loans, 40, 41
Insurance companies, 26, 30, 39
Interest rates
Bonds, 24
Consumer installment credit, 41
Federal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
Time and savings deposits, 8
International capital transactions of United States, 53-67
International organizations, 57, 58, 60, 63, 64
Inventories, 51
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 39
Federal Reserve Banks, 10, 11
Financial institutions, 26, 39

LABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18-20, 70

Federal Reserve Banks, 4, 5, 6, 10, 11

Financial institutions, 26, 39

Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 25

Member banks (See also Depository institutions)
Federal funds and repurchase agreements, 5
Reserve requirements, 7

Mining production, 48

Mobile homes shipped, 49

Monetary and credit aggregates, 3, 12

Money and capital market rates, 24

Money stock measures and components, 3, 13

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks, 8 (See also Thrift institutions)

NATIONAL defense outlays, 29
National income, 51

OPEN market transactions, 9

PERSONAL income, 52

Prices
Consumer and producer, 44, 50
Stock market, 25

Prime rate, 23

Producer prices, 44, 50

Production, 44, 47

Profits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 39
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property mortgaged, 39
Repurchase agreements, 5, 17, 19, 20, 21
Reserve requirements, 7 :
Reserves
Commercial banks, 18
Depository institutions, 3, 4, 5, 12
Federal Reserve Banks, 10
U.S. reserve assets, 54
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51
Savings and loan associations, 8, 26, 39, 40, 42 (See also
Thrift institutions)
Savings banks, 26, 39, 40
Savings deposits (See Time and savings deposits)
Securnties (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
Deiaosits, 19, 20
Holdings of U.S. government securities, 30
New security issues, 34
Ownership of securities issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Securities)
New issues, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3 (See also Credit unions, Mutual
savings banks, and Savings and loan associations)

Time and savings deposits, 3, 8, 13, 17, 18, 19, 20, 21

Trade, foreign, 54

Treasury cash, Treasury currency, 4

Treasury deposits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, 18, 19, 20
Treasury deposits at Reserve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30
Fore;%n 2gd international holdings and transactions, 10,
Open market transactions, 9
Outstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman President Vice President
branch, or facility Zip Deputy Chairman First Vice President in charge of branch
BOSTON*....c...ocvvnneees 02106 Joseph A. Baute Frank E. Morris
George N. Hatsopoulos Robert W. Eisenmenger
NEW YORK*............. 10045  John Brademas E. Gerald Corrigan
Clifton R. Wharton, Jr. Thomas M. Timlen
Buffalo.........ccc...nee. 14240 Mary Ann Lambertsen John T. Keane

PHILADELPHIA........ 19105

Robert M. Landis
Nevius M. Curtis

Edward G. Boehne
Richard L. Smoot

CLEVELAND~*........... 44101 William H. Knoell Karen N. Horn
E. Mandell de Windt William H. Hendricks
Cincinnati................ 45201 Owen B. Butler Charles A. Cerino
Pittsburgh................ 15230 James E. Haas Harold J. Swart
RICHMOND*............. 23219 Leroy T. Canoles, Jr. Robert P. Black
Robert A. Georgine Jimmie R, Monhollon
Baltimore ................ 21203 Robert L. Tate Robert D. McTeer, Jr.
Charlotte ................. 28230 Wallace J. Jorgenson Albert D. Tinkelenberg

Culpeper Communications
and Records Center 22701

John G. Stoides

ATLANTA.......ccocens 30303 John H. Weitnauer, Jr. Robert P. Forrestal
Bradley Currey, Jr. Jack Guynn Delmar Harrison
Birmingham ............. 35283  A. G. Trammell Fred R. Herr
Jacksonville .............32231  E. William Nash, Jr. James D. Hawkins
Miami ............ ....33152  Sue McCourt Cobb Patrick K. Barron
Nashville........ ....37203  Patsy R. Williams Jeffrey J. Wells
New Orleans............ 70161  Sharon A. Perlis Henry H. Bourgaux
CHICAGO* 60690  Robert J. Day Silas Keehn
Marcus Alexis Daniel M. Doyle
Detroit........ccoouvennen. 48231 Robert E. Brewer Roby L. Sloan
ST. LOUIS........c....e... 63166 W.L. Hadley Griffin Thomas C. Melzer
Mary P. Holt Joseph P. Garbarini
Little Rock .............. 72203  Sheffield Nelson John F. Breen
Louisville ...40232  William C. Ballard, Jr. James E. Conrad
Memphis 38101 G. Rives Neblett Paul 1. Black, Jr.
MINNEAPOLIS.......... 55480 John B. Davis, Jr. Gary H. Stern
Michael W. Wright Thomas E. Gainor
Helena.................... 59601 Marcia S. Anderson Robert F. McNellis
KANSAS CITY........... 64198 Irvine O. Hockaday, Jr. Roger Guffey
Robert G. Lueder Henry R. Czerwinski
Denver 80217 James E. Nielson Wayne W. Martin
Oklahoma City .........73125  Patience S. Latting William G. Evans
Omaha 68102 Kenneth L. Morrison Robert D. Hamilton
DALLAS .........ccvvnee 75222  Robert D. Rogers Robert H. Boykin
Bobby R. Inman William H. Wallace James L. Stull
ElPaso....cccoovvvnnnnnn 79999  Peyton Yates Joel L. Koonce, Jr.
Houston .......cccevueen. 77252  Walter M. Mischer, Jr. J.Z. Rowe
San Antonio............. 78295 Ruben M. Garcia Thomas H. Robertson
SAN FRANCISCO...... 94120  Alan C. Furth Robert T. Parry
Fred W, Andrew Carl E. Powell
Los Angeles ...90051 Richard C. Seaver Robert M. McGill
Portland .........c.ocuuine 97208 Paul E. Bragdon Angelo S. Carella
Sait Lake City.......... 84125 Don M. Wheeler E. Ronald Liggett
Seattle ...ccooevvrnriennnn. 98124 John W. Ellis Gerald R. Kelly

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor Locks, Connecticut 06096; Cranford, New Jersey 07016;
Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, Iowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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