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The Location of U.S. Currency:

How Much Is Abroad?

Richard D. Porter and Ruth A. Judvon, of the Divi-
sion of Monetary Affairs, prepared chis article. Lyle
Kumasaka, Adam Reed, and James Walsh provided
research assistance.

Federal Reserve bank notes are wid:ly used outside
the United States. Knowing how much U.S. currency
is abroad is important for a variety ol reasons, but
currency movements are notoriously difticult to mea-
sure, and estimates of the foreign component of cur-
rency stocks and flows have been subject to a great
deal of speculation and uncertainty, Here we bring
together several new methods and data sources (o
narrow the range of that uncertainty. According to

our ¢stimates, about $200 billion to $250 billion of

U.S. currency was abroad at the end ol 1995, or morc
than half the roughly $375 billion then in circulation
outside of banks. Morcover, that prosortion has been
rising. Our calculations indicate that growth in for-
cign demand lor U.S. currency- --cspecially  for
hundred-dollar bills ($100s)- -is far stronger than
growth in U.S. demand. On average over the 19905,
the overscas stock has been growing at about three
times the rate of growth of the domestic stock.
Today, foreigners hold U.S. currency for the same

reasons that people once held gold coins: as a unit of

account, a medium of exchange, and a store of value
when the purchasing power of the domestic currency
is uncertain or when other assets lack sulficient ano-
nymity, portability, divisibility, liquility, or sccurity.
A sale asset in an unpredictable wotld, dollars often
flow into a country during periods of cconomic and
political uphcaval and somctimes remain there well
after the crisis has subsided.

Notr, We are grateful to Michael Bordo, David B. Humphrey,
Russell Krueger, J.1. Laake, Robert M. Lucas. Jr., Howard Murad,
Gerald Pollack, and our colleagues in the Federal Reserve for helpful
assistance, comments, and discussions on various points. We thank
FinCEN, the Financial Criimes Enforcement Network of the Depart-
nient ol the Treasury, for permission to use aggregate information
derived from the U.S. Customs Service’s Currency and Monetary
fnstrument Reports. Finally, we are gratetal to - the stimulating, dia-
fogue we have had with Ldgar L. Feige on all aspects ol this study.
Questions  and  comments can be  e-mailed to  the authors  at
rpotter@{rh.gov or rjudson@(rb.gov.

Currency movements are difficult 10 mcasure for
some of the satne reasons that curreney is popular: It
can be casily concealed and readily carried across
borders, even in large quantitices (a briefcase can hold
$1 million in $100s). The total amount of U.S, cur-
rency in circulation is known; in principle, one could
conduct a cenusus to determine the domestic stock and
assuime that the rest of the currencey is abroad. How-
ever, such a census would be invasive, prohibitively
costly, and unlikely to yield reliable results. Thus, the
amount ol currency held abroad can only be esti-
mated, and then only from incomplete or indirect
evidence about dollars flowing across U.S. borders.

Policymakers would find it useful to have a clear
idea of how much US. currency is circulating outside
the country. First, foreign demand for U.S. currency,
i Targe and unrelated to domestic U.S. spending, will
complicate the interpretation of movements i the
amount of currency outstanding and in various other
nonctary aggregates.

Sccond, estimates of changes in foreign holdings
of U.S, currency may also reduce the average size of
the errors-and-omissions category in the U.S. interna-
tional transaction accounts, which do not currently
incorporate any estimates of changes in foreign hold-
ings of currency.

Third, a significant forcign demand for U.S. cur-
rency will have important effects on the amount of
seigniorage that the United States can expect.! All
(.S, currencey, including that held externally, can be
thought of as a form of interest-free Treasury borrow-
ing and therefore as a saving to the taxpayer. If the
amount of currency abroad is around $200 billion,
and the three-month ‘Treasury bill rate is 5.2 percent
(which it is as of this writing), the amount of seignior-
age (and taxpaycer saving) from externally circulating
currency, calcutated as the product of these two
figures, would be more than $10 billion per year.
Knowing more accurately the amount ot scigniorage

1. Seigniorage is defined as the government s gain from converting
valuable metal nto wore valuable coms, We use the ten here in the
looser sense that includes the cential bank’s income rom 1ssuing
Paper currency.
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derived from externally circufating currency would
assist policymakers in deciding how many resources
to devote to protecting it by, for example, combating
the counterfeiting of ULS. currency abroad or improv-
ing the physical quality of externally circulating
notes. Add 1o these reasons the lact that currency
outstanding has surged over recent years, and a reli-
able answer (o the question of how much is abroad
becomes a matter of considerable interest.

In all, we have examined ten miethods for estimat-
ing the amount of currency held abroad. We first
outline the major sources of forcign demand for U.S.
currency. We also review the available information,
from statistical reports to institutional structure, none
of which, alone, covers the Tull extent of currency
stocks or flows but which nonetheless point to for-
cign use as the major source of recent growth in ULS,
currency. We then desceribe two ol the ten methods
we use Lo estimate the stock ol currencey abroad, the
scasonal method and the biometric method, which
provide convenient illustrations of the assumptions
and cmpirical relationships required to estimate over-
scas currency flows and stocks,

Alter briefly summarizing the remaining cight
methods, we  present a sunumary  measure,  the
“micdian low estimate,” based on scveral methods
for which we have sulficient time-series data. We
show that although ycar-to-year changes in domestic
holdings have been relatively stable, changes in total
currcacy have grown and have become increasingly
dominated by foreign movements. In light of the
evidence, we examine and lind unpersuasive several
arguments supporting the claim that very little cur-
reney is held outside the United States. Finally, when
our cstimate of U.S. currency held abroad is sub-

tracted [rom the total outstanding, the amount of

domestically circulating currency per US. resident
that remains is considerably smaller than the corre-
sponding measure [or most other developed coun-
tries, and we examine some of the cconomic forees
underlying these cross-country differences.”

2. For catlier estimates of (he foreign coniponent of curnieney
stocks and flows and related issues, see, Tor example,

Robert B. Avery, Gregory H. Elhichausen, Arthur B, Kennickell,
and Paul A, Spindt, “Changes in the Use ol ‘Transaction Accounts
and Cash from 1984 (0 1986, Federal Reserve Budletin, vol. 73
(March 1987), pp. 179 906.

Alan S, Blinder, “The Role of the Dollar as an International
Curreney,”  Fastern Economic Jowrnal, vol. 22 (Spring 1996),
pp. 127 36.

Ldgar 1. Feige, “Overseas Holdings of U.S, Curreney and (he
Underground Economy,” in Susan Pozo, ed., Exploring The Under-
ground Fconomy:  Studies of Illegal  and  Unreported  Activity
(Kalwmazoo, Mich.: WE, Upjohu Institate Tor Limployment Rescarch,
1996), pp. 5 62

111 ANTERNATIONAL MARKET
FOR ULS. CURRENCY

Before the advent of paper currency, gold coin- -in
the form ol Dutch guilders, Spanish picces of cight,
and other coins of the realm  circulated Tar outside
the countries in which they were minted; similarly,
bank notes (that is, notes issued by private commer-
cial banks) in the United States and England in the
[9th century circulated Tar beyond the market arcas
of those banks. U.S. currency today provides many off
the monctary services that gold coins once did. As
the leading international currency, Federal Reserve
notes enter other national economices for reasons both
public and private. Some countries, including Panama
and Liberia, have clected at times to use the U.S.
dollar as their currency. Other countries that issue
currency maintain stable cxchange rates between
their own currency and the U.S., dollar; in the Carib-
bean, for example, that stability allows tourists and
residents to use both dollars and local currency with-
out fear of a sudden change in exchange value, Work-
ers employed outside their home countries are often
paid in U.S. dollars, which make their way into local
cconomies directly or via remittances: ULS. soldiers
have been paid in dollars since World War 1, and
many expatriate workers in the oil-producing coun-
trics of the Middle Fast are paid in dollars, The dollar
is also the preferred currency for exchange: Travelers
heading for points outside of Western Kurope often
cconomivze on exchange costs by carrying dollars.

Jettrey AL brankel, UStl the Lingua Franca” Foreign Affuirs,
vol. 74 (July/August 1995), pp. 9- 16.

Fawrence B, Lindsey, “America’s Most lgnored bxport,” Direll
Journal of Money and Banking, vol. 6 (Winter 1994- 95), pp. 2. 5.

John Mucller, “Most of OQur Moncey Is Missing  Again,” Durell
Journal of Money und Banking, vol. 6 (Winter 1994 95), pp. 6 13.

Richard D. Porter, “Listimates of Forcign Lloldings of U.S.
Currency-  An Approach Based on Relative Cross-Country Scasonal
Variations,” in Nominal Income Turgeting with the Monetary Base as
Instroment: An Evaluation of McCallins' Rule, Finance and Ficonom-
ics Discussion Sceries Working Study | (Board ol Governors of (he
Federal Reserve System, March 1993).

, “Foreipn Holdings of U.S. Curreney,” International
Liconomic nsights (November/December 19933, p. 5.

and Ruth A, Judson, “The Location of 1.8, Currency:
IHow Much [s Abroad?”” (Board of Governors of the ederal Reserve
System, April 15, 1996).

I'ranz. Scitz, *“The Circalation of Deutsche Mark Abroad,” Discus
siont Paper /95, Beonomic  Rescarch Group ol the Deutsche
Bundesbank (May 1995).

Case M. Sprenkle, ““The Case of the Missing Currency,” Journal of
ticonomic Perspectives, vol, T (Fall 1993), pp. 175 84.

Scott B, Summer, “The Case of the Missing Carrency, Correspon
dence)” Journal of Economic Perspectives, vol. 8 (Fall 1994),
pp. 201 03,

, Ihe Transactions and Hoarding Demand Tor Cur-
teney,” Quarterly Review of Feonomics and Business, vol, 30
(Spring 1990), pp. 75 8Y.



Episodes of cconomic and political turmoil have

frequently been the catalyst for myjor influxes of

dollars into a region. Recently, Arsentina and the
former Sovict Union received large inflows ol dol-
lars. In Argentina, which experienc:d chronic high

inflation from the 1960s to the carly 1990s and brief

bouts of hyperinilation in the mid 1970s and late
1980s, U.S. currency is still used as the settlement
medium for larpe-scale transactions. such as those
involving real estate and cars.t Argentina has

received as much as $40 billion in t.ct shipments of

U.S. currency, or well over $1,000 per capita.* How-
ever, a Federal Reserve and Treasury study of the use
of U.S. currency in Argentina suggests that some
currency that was initially shipped to Argentina could
have subsequently moved to neighbocing countries.”

In the countries of the former Soviet Union, past
and current high inflation, confiscatory currency
reforms, and the underdevelopment of the banking
system encourage people to hold and use U.S. dollars
for everything from retail purchases of imported con-
sumer products to the settlement ol debts betweean
and within countrics. Cumulative nzt shipments of
U.S. dollars to this part of the world have likely
surpassed those 1o Argentina, with seme estimates as
high as $60 billion. Morcover, cvidence from
Argentina and other countries indicates that long
after crisis cpisodes have passed, many residents

3. Daniel Heymann and Axel leijonhutvud discuss the forees
affecting currency holdings in countries expericneing high inflation
but not hyperinflation (High Inflation: The Arne Ryde Memorial
Lectures, Clarendon Press, 1995). See also Carlos AL Végh, ™ Stopping
High Inflation,” International Monetary Lund, Jtaff Papers, vol. 39
(Septeniber, 1992), pp. 626 95; and Miguel A. Savastano, “Dollariza
tion in Latin America: Recent Evidence and Sotae Policy Issues,” in
PD. Mizen and E.J. Pealecost, eds., The Macrieconomics of Inter-
national Currencies: Theory, Policy, und Evideace (Brooklield, Vt.:
Elgar, forthcoming).

For a perspective on this phenomenon and its clationship (o sover-
cignty, sce Benjamin J. Cohen, *'the Political Feonomy of Currency
Regions,” in Edward D. Manslield and lelen V. Milner, eds., The
Political Economy of Regionalism (Columbia University Press, forth-
coming). For an international treatment of this issue, including a
discussion of the implications for balance-ol-payments statistics, see
John Wilson, “Physical Currency Movements and Capital Flows,”
in Report on the Measurement of Internaticnal Capital Flows:
Purt 1l -Background Papers (laternational Monetary Fund, 1992),
pp. 91 97; and Russell Krueger and Jiming Ha, “Measurement of
Co-Circulation ol Currencies,” Working Paper 95/34 (International
Monctary Fund, 1995).

4. 'This figure extends through 1995 the cumu ation of net currency
shipments to Argentina calculated in Steven Kamin and Neil R
Ericsson, “Dollarization in Argentina,” International Finance Discus-
sion Papers 460 (Board of Governors ol the Fedoral Reserve Systenn,
1993). Kamin and Liricsson find their estimate ot Argentine dollar
holdings to be consistent with the reduction in domestic money
demand attributable (o high inflation.

S. Graciela Kaminsky, “Study by the U.S. ““reasury Department
and Federal Reserve System ol the Use ot ULS. Currency Outside the
United States” (Board of Governors of the Lederal Reserve System,
1994).
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continue 1o hold dollars as an instantly liquid form
of insurance against {urther political or economic
upheaval. Finally, in a high-inflation cconomy, hold-
ing dollars as currency and bearing the implicit
interest cost can be more convenient than holding
other available savings or transactions instruments,
even il they carn interest.©

DATA SOURCES I'OR IISTIMATIES
OF CURRENCY LD ABROAD

We have two direet sources of information about
currency flows abroad--the U.S. Customs Service
and the Federal Reserve Bank of New York. How-
ever, data from these sources are often inadequate lor
measuring the stock of currency abroad, in particular
because they miss much of the cash that is hand-
carried or remitted by mail by guest workers and
travelers. Thus, to better estimate stocks, we also use
sources of indirect information about currency llows.
We first describe the major sources ol direct and
indirect data on currency flows in and out of the
United States. We then present other institutional and
general information on currency  growth and cco-
nomic activity that point to a large and increasing
presence of ULS. currency outside the country.

The Currency and Mounetary Instrumeni
Reports

The most obvious direct source of information on
currency flows across U.S. borders are the Currency
and Monctary Instrument Reports (CMIRS) required
by the .S, Customs Service.” In principle, these
reports ate a rich source of information because indi-
viduals or firms making almost any shipment ol more
than $10,000 in cash across a U.S. border are required
to file a CMIR (the reporting threshold was raised,
from $5,000 to $10,000, in 1980). Although CMIR
data on shipments by banks seem to agree with the
banks’ own reports o the Federal Reserve Bank of

0. In fact, somie cvidence indicates that the private holding of
dollars in high-inflation regimes may possibly be more efficient than
other arrangements: A recent study of the weltare cost of inllation
presents evidence that the financial sectors in high-inflation countries
are larger than they would be otherwise; but among such high-
inflation cconomies, those that have been “dollarized” tend to have
somewhat smaller financial sectors than the others. See William BB,
English, “Inflation and Financial Sector Size,” Finance and Heonom
ics Discussion Scries 96- 16 (Board of Governors ol the Federal
Reserve System, April 1996).

7. For more detail on these reports, see Feige, “Overseas Holdings
of LS. Currency.”
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New York, the CMIR data on nonbank shipments
sun to improbably large net inflows.® At least four
factors indicate that CMIRs are neither accurate nor
thorough measures of large cash shipments that take
place outside the banking sector.

irst, because arriving travelers must pass through
Customs but departing travelers ordinarily do not,
the CMIR data are biased toward measuring inflows
ol currency. Departing travelers are occasionally
informed of the filing requirement or are targeted for
cnforcement purposcs, but their responses are not
adjusted statistically 1o account for the large propor-
tion ol outgoing travelers who should, but apparently
do not, file CMIRSs. For example, in 1994 the number
of travelers entering the United States from anywhere

in the world was about the same as the number of

travelers leaving (about 45 million). but in that year,
about 170,000 arriving, travelers  filed CMIRs,
whercas only about 34,000 departing travelers did so.

Second, CMIRs do not capture shipments ol

$10,000 or fess, activity that could cumulate to a
signiticant total. In 1994, excluding travel to Mexico
and Canada, 8.7 million U.S. residents feft the

United States, and 19.2 million visitors entered. If

these travelers carried an average ol $1,000 cach,
the unrccorded flows in cach direction would be
relatively large, around one-halt of the measured
$32.8 hillion 1994 CMIR inflows and $39.1 billion
outflows. For example, banking statistics seem 10
indicate that U.S. currency flows only back from the
Caribbean to the United States; the currency going in
the other direction, from the United States to the
Caribbean, goes not through the international bank-
ing system but via the pockets of American tourists
and others, and  most ol it presumably  goes
unsecorded.

Third, many shipments greater than $10,000 are
likely to be misreported or not reported at all.
Although banks and other firms are accustomed o
liling CMIRs and probably do so fairly diligently,
individuals are potentially less aware ol these reports,
less willing to file them, or even cager to avoid them,

Fourth, the record-keeping system for CMIRs was
designed with the purpose ol identifying individual
transactions, not ol developing accurate aggregate
statistics on currency fows. In sum, CMIRs arc an
important source of data, but they probably do not

8. in the CMIR system, double counting may exist for some
transactions; tor example, a bank and a commercial shipper may both
report the same currency  shipment. Further, not all cross-border
consignments of cash require a CMIRC [n particular, overland ship-
ments ol currency between banks and established customers do not
need o be reported, nor do overland shipments between established
offices of banks (31 CLER. 103,23, (3) and (9)).

provide accurate aggregate data because of a one-
sided data collection process and the omission of
some potentially large volumes of currency flows.

Foreign Currency Shipments by Banks

A second direct source of currency llow data is the
information provided to the Federal Reserve Bank of
New York by commercial bank-note brokers, pri-
marily large commercial banks. Currently, we have
monthly data on incoming and outgoing currency
shipments by country for two intervals, the interwar
period (for which the country data had been pub-
lished annually) and the period beginning in 1988,
We focus on the recent data.”

Overall, the shipments data indicate that well over
S100 billion in U.S. currency on net has moved
overseas since the late 1980s. From 1988 through
1991, the region receiving the bulk of currency ship-
ments was Latin America, led by Argentina, which
received a little more than one-third of total net
shipments from the United States 1o the rest of the
world in this period. Since then, Europe has become
the dominant destination, reflecting the turbulence in
the former Soviet Union. Net U.S. currency flows to
Russia alone in both 1994 and 1995 have been at
least $20 billion per year, or well more than half of
total net foreign shipments of U.S. currency.

On the whole, from {988 to 1995 about half of net
U.S. currency shipments abroad have gone to Hurope,
with the bulk of those presumably going to Russia.
About 30 percent has been cvenly split between the
Far East and the Middle Liast, with the remainder
going to Latin America, particularly Argentina.

Disaggregated Sources: Surveys and ederal
Reserve Cuash Offices

Two of the most important sources of indirect infor-
mation on currency tlows are recent survey results

Y. The details of the data from 1988 onward are confidential. for
the interwar period, see for example, “Foreign Movements of United
States Currencey,” Tederal Reserve Bank of New York, Monthly
Review of Credit and Business Conditions, October 1, 1926, p. 6;
“Shipments ot American Currency To and from burope,” Banking
und Monetary Statistics: 1914 1941 (Board ol Governors of the
Federal Resetve System, 1943), pp. 405-07, and table 113, pp.
417-18; and “Shipments of Amcerican Currency ‘To and From
Furope,” Federal Reserve Bulletin, vol. {8 (January 1932), pp. 7- 9.
Also, some annual dala cover a brief period following World War [1:
See Balance of Payments Statistical Supplement to Survey of Current
Business (Department of Commerce, 1958), pp. 178-79, note 3,
international investment position (able referencing U.S. currency
abroad in 1946-56.



and data from currency processing performed at
the Federal Reserve System’s Cask Offices. Twice
in the mid-1980s and again in May 1995 the Federal
Reserve engaged the Michigan Survey Rescarch
Center to poll at least 500 houscholds regarding
their use ol currency and  various  transaction
accounts (table 1.1 [n the latest survey, average
cash holdings (line 1), the percentage of currency

outstanding that is accounted for by holdings of

adults (Iine 5), and the percentage of expenditures
made with cash (line 10) all had dropped significantly
from the levels of the mid-1980s. Furthermore, busi-
nesses and children are not believed o hold signifi-
cant amounts of currency. Hence, the declines
recorded by the surveys over a period when real per
capita currency was increasing sharply (see table 3)
most likely point to growing denand outside the
country.

The other type of indirect data, which we use in the
biometric method (described below), comes from the

10. Results from the 1980s surveys are discussed in Avery and
others, “Changes in the Use of Transaction Accounts”; and Robert B.
Avery, Gregory . Lllichausen, Arthar B, Keanickell, and Paul A.
Spindt, “The Use ot Cash and Transaction Accounts by American
Familics,”  Federal Reserve Bulleting vol. 72 (February  1980),
pp. 87 108,

1. Results of three houschold surveys on use of cash, 1984,
1986, and 1995

June: June Ma
Ttern 198.1 J 1086 1995
[. Average cash holdings (dollars)t . ..... {4t 153 (002
2. Cash on hand before acquisition
of cash (dollars) ................ 50 50 27
3. Cash acquired (dollars) ... 19¢ 207 149
4. Days between acquisitions of cash .. .. 2 16 12
5. Percentage of total currency and
coin outside of depository
institutions and held by adults .., 11 It 5
6. Percentage of cash acquired in $100s .} na n.d. 23
7. Annual turnover rate of cash
(cash spent divided by average
cash balance) 50 49 36
8. Number of cash transactions
permonth .............. ... n.a n.a, 29
9. Monthly cash expenditures (dollars) ..} 637 669 301
10. Percentage of total expeaditures
made withcash ... .00 30 34 20

Note. Dollar values Tor 1984 and 1986 have been inflated by the chain type
price index for personat consuniption expenditures to make them conparable to
the nominal 1995 values. Al statisties are sample me s,

[ Fistimated as cash on hand before the acquistion of cash (line 2) plas
one-hall of the cash acquued (line 3),

2. Based on 458 respondents,

3. Based on 453 respondents who held positive amounts ot cash, Caleulating
as innote 1o the 453 tespondents mfines 2 and 3o May 1995, average cash
halances were $27 1 S14972 - $100.50. The May 1995 catry in hine 1 is $100
($1.50 less)y because o includes 5 additionsl indiv doals, who held no cash
whatsoever. [n both of the carlier surveys, all of the tespondents reported that
they held some casty.

na. Not available,

Sourer, Federal Reserve.
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thirty-seven Federal Reserve Cash Offices. Each of
the twelve Federal Reserve Banks has at least one
main Cash Office and up to tive Branch Cash Olfices,
The Cash Offices record—by denomination and, to a
limited extent, by series- - all currency received, pro
cessed, destroyed, and paid out or shipped 1o other
Cash Oftices. These data do not differentiate foreign
and domestic flows, but by comparing Cash Office
reports on shipments of $100s and $50s with informa -
tion {rom the surveys, we can cnhance our knowl-
edge of stocks and flows abroad. The biomelrie
method indicates that about two-thirds of $100s and
nearly halt of $50s are held abroad.

Institutional Knowledse: The New York Custr
Office and $100 Notes

Hundred-dollar notes are the largest denomination
now issued by the Federal Reserve. Although $20s
are in more common use than $100s in the United
States, $100s make vp 60 pereent of the dollar value
ol all U.S. currency outstanding. 'F'wo facts about the
use of $100 notes suggest that the net new demand
for them is coming primarily (rom abroad. First, the
Federal Reserve Cash Office serving the New York
City region is the primary supplier of currency to
foreign users, especially of $100s, and sceond, its
shipments of $100s are unusually large refative to the
size ol its District, as measured by several cconomic
variables, including regional shares of vaull cash,
population, income, and deposits (table 2).'" This
Cash Office, one of the two Cuash Oftices in the
New York District (the other is in Bultalo), has
accounted for 97 percent of the nationwide net issu-
ance of $100s since 1988; for the twenty-two years ol
currency issuance reported tu table 2, the New York
City Cash Office accounted for ncarly 83 percent of
the net national issuance ol $100s.

Given the survey data described above (lable 1),
the largest possible nuber of $100s per person in
the United States is less than one-third of a single
$100 bifl, while for every U.S. resident about nine

11 The determination of a given District’s share ol nationwide
currency holdings should depend on some combination of the vaii-
ables in the st five columns of table 2. Because the Pederal Keserve
System supplics currency on demand, we need consider only the
demand Tor currency. That demand depends on national variables such
as the price level and interest rates and on regional measwes such as
spending, and population. 117 the use ol cash in some Districts is more
intensive than in others, that propensity would be visible in variables
such as vault cash, Thus, it is fair to assume that a given Districr’s
share of currency is explained by some combination ol spending (for
which we substitute personal income), population, vaull cash, o1
deposits in that District.
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2. District shares of nationwide characteristics ol cconomice size and total cash issuance
Percent
; Savings and Al
Federal Reserve District Vault cash! Population ? Efggﬁf: l Téinsag:;(}n transaction $100s issued* | denominations
po deposits ! issued*
Boston ............ 5.0 5.0 6.1 4.4 4.6 4.4 10.7
New York ..... 13.0 9.7 12.1 14.3 14.4 82.8 80.5
Philadelphia . .. . 3.6 4.6 5.1 33 3.6 3.0 -7
Cleveland ..... 6.9 6.5 5.9 6.3 6.8 45 13.0
Richmond ..... 9.7 9.4 9.3 88 9.5 6.7 9.4
Atlanta ., ...... 12.7 12.8 112 1 12.0 -15.9 ~34.8
Chicago ....... 10.6 12.3 124 12.6 12.4 13.8 29.0
St. Louis ...... 4.0 5.0 42 5.0 4.6 37 38
Minneapolis ... 1.9 3.0 2.6 3.2 2.9 1.7 1.9
Kansas City ... 4.6 5.4 5.0 59 53 3.0 4.3
Dallas .......... L 6.4 7.4 6.4 6.9 6.3 1.2 -3.6
San Francisco 21.5 18.8 19. 18.1 17.5 -9.1 ~13.4
Total ....................... 100 100 100 100 100 100 100

Not1. Because the distiibution of these values changes extreniely slowly, the
variation in dates tor which we have data introduces only a small discrepaney
into the comparisons.

Lo 1995:Q4.

$100 notes circulate somewhere in the world.!2 In
sum, the basic information we have from surveys and
the Federal Reserve Cash Offices about the circula-
tion of $100 notes is consistent with relatively low
dollar use domestically and high use abroad.

Aggregate Data on the Relative Growth of
Currency and Related Fconomic Variables

Finally, basic domestic macroeconomic data corrobo-
rate our findings that recent currency growth is not
driven by domestic factors. Empirically, the amount
ol currency outstanding typically grows in line with,
or even a bit more slowly than, consumption in the
United States. Indeed, this was the pattern until 1990.
However, in the current decade, currency has grown
about 32 percentage points more rapidly than con-
sumption in nominal terms and in real per capita
terms (table 3).'* Yet as the survey data show, the

12, We do not know the proportion of survey respondents who held
$100s belore their acquisition of cash, but we do know the maximum
number of $100s they could have held from the individual data
underlying table 1, line 2. Based on this maximum as well as on line 6
and the assumption that the average holding of this denomination is
the initial amount plus one-hall” of the $100s acquired, the maximum
amount of $100s held on average could not have been more than
30 pereent of one note in the 1995 survey.

I3, Currency in circulation is defined as currency, including coin,
held outside of the Federal Reserve and the Treasury. The currency
component of M1 is equal to currency in circulation less vault cash
hield at depository institutions. Definitive estitates on the amounts of
currency that have been lost or destroyed are not available, but
presumably the quantities are small (see Robert Laurent, *Currency in
Circulation and the Real Value of Notes,” Journal of Money, Credit,
and Bunking, vol. 16, May 1974, pp. 213-26). In this paper we use a
varicty ol currency measures, the choice of which depends on the
availability of the data needed tor a given method; henee, our esti-
mates of currency abroad do not always refer to exactly the same
currency concept. The dilferences between the currency measures are

2, 1990 census.

3. Per capita tor 1989 multiplied by the 1990 population.
4. Value issued from 1974 to 1995 inclusive.

Sourcr, Authors” caleulations.

1990s have been a period of declining use of cash for
consumption spending within the United States. In
real per capita terms, the amount of notes outstand-
ing, other than $100s, has not changed much since
the tate 1950s, so the increase is almost all attribut-
able to $100s: the stock of $100s outstanding has
risen about $700 in real terms, to nearly $850, since
1959,

Other data pointing to a dominant external demand
for currency are the changes in total real per capita
currency holdings and the ratio of currency to M2
since 1959, which are a puzzle if one ignores foreign
currency demands (chart 1). In real terms, total per
capita balances for all denominations plus coin
increased relfatively slowly from 1959 to 1979, then
jumped sharply from the early 1980s to the end of
1995. In contrast, the direction of change in the ratio
ol currency to M2 was generally downward until the
late 1980, a trend that reflected in part the absence of
interest paid on currency and the implicit or explicit
interest paid on the rest of M2.!4 Because most of M2
bears interest at the market rate and currency yields
no interest, households have an incentive to econo-
mize on currency in favor ot other M2 assets, so the
ratio should (other things equal) tend 1o decrease over
time. Indeed, one might have expected this decline to
have accelerated somewhat as more and more ot M2
bore a market rate of interest, a process that began in
1978 and was completed for the explicit interest-

very small, however, relative to the magnitude of the uncertainty
inhierent in our estimates of overseas currency holdings, To reflect that
uncertainty, we round all of the reported percentage estimates to the
nearest pereent.

14. A similar declining pattern for this or comparable ratios holds
in most other developed countrics.
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K8Y

3. Spending and currency measures in the United States, 1959 05

Meun yea-end to year-end growth (percent)

Period Personal Cusrency

consumption component
expenditures ot M1

Nominal
1959 L s
1960-69 .. 6.5 4.6
1970-79 .. 9.9 83
1980 -89 7.9 75
1990-95 5.1 8.6

Per capita, real terms

1959 .o L .
196069 ... . 3.0 1.1
1970-79 2.3 7
1980-89 2.1 1.7
1990-95 1.0 4.5

Level, end of period

Currency

g . . o . . Other
$100s L():lfp&nlu\t [ $1005 denominations
Bitlions of dollars
8.8 59 244
6.2 457 1.0 36.9
134 104.8 42.0 720
10.4 222.6 118.7 123.6
372.2 241.5 159.9
( Per capita dolars, real terms
S 701t 144 504
2.7 779 188 630
5.8 839 336 576
4.6 995 531 552
1.7 1,303 843 558

Noir. Growth is at fogaritiinic rates, End of penod values for the cuniency
component ol M1 are December averages: for deno ninations, December 3.
Real terms caleotated with the chiam-type price index ior personal consumiption
expenditures, 1992 base year.

bearing components of this aggregate in the mid-
1980s. In any case, until the latter part of the 1980s,
the downward trend in this currcncy ratio was inter-
rupted only by business cycles. Thus, the large
increase in the currency ratio starting at the end of
the 19808 is a surprise, suggesting once more that
explaining currcncy growth with domestic factors
alone is problematic.™

FESTIMATION MITTHODS

Because data on currency flows abroad are inconi-
plete, cumulating them does not provide a good esti-
mate of the stock of currcncy held broad. Thus, we
combine the (low data with estimates [rom a variety
of alternate methods. We have exarrined ten methods
for estimating the share of currency abroad. We dis-
cuss in detail two methods, one based on differences
in the scasonal patterns of V.S, and Canadian cur-
rency demand and one based on biometric population

I5. Part of the increase in the ratio reflects tie shift of assets out of
M2 into non-M2 instruments such as stoch ane bond funds m the first
lfew years of the 1990s; see Athanasios Orphanides and Richard
Porter, “P* Revisited: Money-Based Inflation Forecasts with a Chang-
ing Hquilibrium Velocity” (Board of Governors ol the Federal
Reserve Systeni, 1996). But even afler accoun ing for such shifts, the
implicd increase in the demand for cunency irom the low point of the
ratio in the late 1980s would be quite larpe, on the order of $140 bil-
Hon 1o account for the increase in the ratio. We will show below that a
shift of this magnitade is consistent with most of the estimates ol net
shiptents of currency abroad during the period since 1988 ((able 5).

We have not included mterest rates i the ciseussion, even though
they move in the ight dicection to explain som: of the recent accelera-
tion i currency growth (table 3). We do not lind compelling evidence
that the interest sensitivity of currency is farge enough (o explain this
acceleration (see appendix A,

. Not applicable.
Sourer, Tederal Reserve, U8, Depattinent of the Treasury, and authors’
caleulations.

estimates; thereatter, we summarize the other cight
methods and present the miedian estimate.' The sca-
sonal and hiometric approaches are indirect methods
in that they do not direetly use information about
currency {lows or currency abroad but infer them
from other characteristics of currency.

The Seasonal Moethod

In general, the seasonal method presupposes that U.S.
currency held abroad behaves differently from ULS,

16, or details of these methods, see Porter and Judson, “The
Location ol U.S. Curreney.”

1. LS currencey ratio and the total teal stock of 115,
currency meastred in dollars per LS esident

Chasped (1992) dollars Ratio

Ratio of Per capita

soo 1 currency holdings of - 010
LU o M2 curtency
{right scale) (left seaule)
A 0.09
{000
- (LO8

T
800 - _S( ;N I
/ \-/ \’\ 0.07

IJU,,HM R ERRRRUNERNLERRRNRRNY tgl,l Y
1985 1990 1995

1960 1965 1970 1975 1980

e

Notr, Curreney ratto cadeadated witl the cutteney compaoaeat ol M1 {see
lext note 13, Per capita holdigs deflated by the chain type prce mdex for
personal consumption expenditutes, 1992 base year, Shading indicates penods
of recession as defined by the National Burcan of Eeonomic Reseach
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currency hield at home in some measurable respect.'”
The average measured characteristic ol currency, say
X, will be a weighted average of the characteristic for
the domestically held currency, X9, and of that for the
forcign-held currency, X/ as follows:

(1 X = BX+ (1 - B)X

where the weight B is the domestic share ol total
currency outstanding, and | — 3 is the foreign share.
By observing the overall behavior of currency, we
know X. We exploit various data to infer X/ or X,
thus allowing an cstimate of the shares ol currency
held at home and abroad (seec box “The Scasonal
Variation Technique™).

The scasonal method uses relative scasonal varia-
tions in the currency circulating in the United States
and Canada 1o infer overseas holdings of dollars. '8
Four assumptions underlic this method: (1) the sca-
sonal pattern i domestic demand for U.S. dollars is
similar to the scasonal pattern of demand within
Canada for Canadian dollars, (2) forcign demand for
U.S. dollars has no significant scasonal pattern,

(3) the circulation ol Canadian dollars outside of

Canada is negligible, so that the demand for Cana-
dian dollars can be attributed solely 1o domestic
demand, and (4) US. currency is not used to a
substantial - degree inside  Canada. Under  these
assumptions, the share of U.S. currency abroad can
be deduced by comparing the seasonality of Cana-
dian currency in circulation to the scasonality of all
U.S. currency in circulation. H forcign holdings
exhibit scasonality similar to that of” domestic hold-
ings, the estimate generally provides a lower bound
on the share of currency held abroad.

Scasonality in Curreney Holdings
and in Banking Shipments

Onc factor undercutting any scasonalily in foreign
holdings is the unpredictable timing of foreign
national crises, which tend to precipitate targe dollar
inflows to the affected nation. In addition, transaction
costs may discourage foreign users from returning to
the United States those dollars received i routine
exchanges that may have a scasonal pattern. ' for-
cign currency holdings have relatively little scasonal-
ity and have tended to increase relative to domestic

17. Two other indirect methods, the com i demographic, also
embody this assumption (Porter and Judson, *the Location ol US.
Currency’).

18, Porter and Judson, “'The Location ol ULS. Currency.”

holdings, then overall seasonal variations in U.S.cur-
reney holdings should have diminished. Rough sup-
port for such a hypothesis comes from a comparison
of the 1959-63 seasonal vartations in the currency
component of M1 with the component’s 1991-95
variations. The scasonal fluctuations for the last five-
year period are much reduced from what they were in
the early period (chart 2).49

Canada as the Benchmark
for ULS. Domestic Behavior

Canada is a suitable benchmark for comparison for
two basic reasons. First, Canadian currency is not
used outside ol Canada to any significant degree.
Second, because the United States and Canada have a
similar set of major holidays and school vacations
and share many customs, the scasonal variations in
retail sales and in consumption in the two countries
are similar; hence the induced domestic demand for
their respective currencies should also have about the

19, The degree ol the decline may be ovastated in the chart
because of ditfering trends in the two periods, To investigate more
precisely, we use @ seasonal filter, STI., to cxtract the seasonal
component of the series and focus on the scasonal amplitude, which is
the difference between the maximum scasonal effect (reached in
December) and the minimum (usually reached e the subsequent
February). According to this measure, the amplitude of scasonal
variation declines about one-hatf from 1960 to 1995, The ST1, method
is set out in Robert H. Cleveland, William S, Cleveland, Jean E,
McRae, and Tema Teepenning, ST A Seasonal-Trend Decomposi-
tion Procedure Based on Loess,” Statistics Sweden, Journal of Offi-
cial Statistics, vol. 6, no. 1 (1990), pp. 3--73. More formally, statistical
lests indicate that net toreign shipments of currency by banks do not
have o signiticant scasonal pattern; see Porter and Judson, “"I'he
Location of U.S. Currency.”

2. Stock of ULS. currencey in two perjods, 1959 63
and [991 95

Ratio seale, bitlions of dotais

Ratio scale, bithons of dollars

Mo
ﬂ 360

1991-95,
2 - (right scale)

~-f 320
30 - 1959 63,
{left scale)

f/ —i 280

Dec. Dec. Dec. Dec. Dec.

Nott. Cutency measured as cutrency component ol M1
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The Seasonal Variation Techniqie

Typically, the currency component of Ml is seasonally
adjusted with a model in which the unadjusted series is
viewed as a product of three terms: a trend-cycle term, a
seasonal term, and an irregular, or noise, term. The seasonal
term in the unadjusted series (the reciprocal of the seasonal
factor) is around 1 in periods without a discernible seasonal
influence; it registers its largest values above 1 in periods of
significant seasonal increases of curniency. which occur
around Christmas and the summertime vacation period; and
it is typically the furthest below 1 after such periods, when
the seasonal term typically declines sharply.

Given the assumptions above, the madel for the domestic
and foreign holdings of currency can be written as follows.
First, overall currency holdings can be modeled as the
product of a trend-cycle (and irregula<} component and a
seasonal component in the respective (domestic and for-
eign} locations. In symbols let S be the seasonal term and T
be the trend term so that

(LD 7,8, = TiS! + TS/

where the superscript d is associated w.th the multiplicative
currency components held domestically, the superscript f is
associated with those components held outside the country,
and the subscript r denotes time.! The left side of cquation
1.1 represents the overall unadjusted currency series as the
product of the trend-cycle and seasonal terms, while the
right side displays a parallel decomposition for the domestic
and foreign compornents. If we let §, be the fraction of the
overal] trend held domestically, and | -- 3, the fraction held
abroad, then equation 1.1 can be rewritten as

(L.2) 7,8, = ﬁrTrS;l + (1= B)7.S]
Cancelling T, from both sides of equation 1.2,
(L.3) 8= B,S;/ +(1 - ["r)S{‘

Observe that equation 1.3 is an cxample of the main text’s
equation 1, with the scasonal term plaving the role of the X
variable in that definitional equation. Finally, assuming that
the foreign seasonal component is alweys equal to 1 (that is,

foreign demand does not vary seasonally), we can simplify
equation 1.3 slightly:

(1.4) =05+ -B)

Given values for the seasonal terms, equation 1.4 becomes
a single equation in one unknown, B, We can solve for B,
provided that the seasonal terms in equation 1.4 do not
equal 1. In periods without a seasonal influence (which is
when S, = 1 and S, = 1), any value of B, is consistent with
equation .4, so we cannot identify a unique value. Thus,
the method generates sensible estimates at an annual fre-
quency but not at all frequencies.

The best estimate of the model is obtained by measuring
the seasonal variation around Christmas, specifically from
the seasonal high that is reached in currency in December
to the seasonal low in February. This period of the year is
the onc in which the seasonal in currency is best aligned
with the seasonal in transactions (retail sales).

Formally, we take equation [.4 and rewrite the time
subscript ¢ as m,y (where m refers to the m™ moath in the yt
year) and set 3, to . Then subtracting equation 1.4 for
February from equation [.4 for the preceding December
and collecting terms in B, we find that the share of currency
held domestically is

(1.5) - Sdmu v Sfeb. y+1

! /
: ;Ie'(', y S}eb,y +1

To calculate this equation with actual values, we assume,
for the reasons given above, that Canadian data can be used
to estimate what the relative scasonal variations in the
United States would be without any foreign holdings of
currency. Given a seasonal adjustment procedure, we can
use the estimate of the overall seasonal component for the
currency component of M1 in the United States to estimate
the numerator in equation 1.5 and use the analogous term
for Canada to estimate the denominator; with the value for
B, the domestic share, the share held abroad is then calcu-
lated as | — .

1. The irregular term in the scasonal decomposition can be viewed as
being contined within the trend term. Adding an explicit irregular term does
not alter the results.

same scasonal pattern.?? This similarity implics that
any difference between the scasonal variation in otal

20. 'The notion that the seasonal term in retail sales induces the
seasonal term in holdings ot domestic curreacy is of fong standing
(see, for example, “Secasonal Variations in Money in Circulation,”
Lederal Reserve Bulletin, vol. 18, December 932, pp. 735 40).

~

demand for U.S. currency and that for Canadian
currency likely reflects foreign demand for ULS, cur-
reney. In addition, Canada’s sct of denominations is
similar to that in the United States, and the bilateral
exchange rate is sufliciently close to | that pair-wise
comparisons ol individual denominations or combi-
nations of denominations in the two currencics can be
considered.
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Estimates from the Scasonal Method

Applying the scasonal method produces an estimate
of the share of currency held abroad that begins with
about 40 percent in 1960 and then rises uniformly,
reaching 70 percent by 1995 (chart 3, top panel).?!
The estimated rise in the currency share abroad stems
both from the drop in scasonal amplitude within the
United States and from an increase in that for Canada.
Toward the end of the period, the growth in the share
of currency held abroad moderated, but the implied
flows abroad picked up sharply (chart 3, bottom
panel) because of the large increase in overall cur-
reacy holdings.

21, The scasonal adjustinent miethod, applied to the logarithm of

the series, is from Cleveland and others, 8T A Seasonal-Tread
Decomposition,”” On balance, the results using X 11 ARIMA or offi-
cial (central bank) adjustment procedures are very similac to those
shown here, We have chosen o report the STL results because they
are the smoothest, but the basic results would be little changed it other
estimates were substituted. Because the time-varying estimate is caleu-
lated without averaging, it might scem surprising that the estimate
shown in the top panel of chart 3 is so smooth. By construction the
ST seasonal adjustment procedure guarantees that the monthly sea-
sonal components are smooth through time, & property that evidently
carries over in this application to the ratios.

3. WS, currency abroad, estimated with scasonal method

Percent

Percentage held abroad

60

40

NN AN EN AN NN R RREE

Billions of dollars

Net amount flowing abroad from United States
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1965 1970 1975 1980 1985 1990 1995

Natr, Cutteney wewsured as curency component ol M1,

Biometric Extimates

Qur use of the biometric method focuses on the
supply of $100s. The share of the nationwide net
issuance of $100s attributable to four Reserve
Districts—New  York, Atlanta, Dallas, and San
Francisco—over the past twenty-two years is out of
proportion to the Districts’ shares of other national
economic characteristics (table 2). The anomaly
regarding these four Districts is consistent with our
understanding that most forcign shipments of cur-
rency go in and out of the New York District, with
additional smaller net inflows through the Atlanta
and Dallas Districts (from Latin America) and the
San Francisco District (from the Far East).

To obtain a more precise understanding of® such
regional breakdowns, including the overall domestic—
foreign split in currency holdings, the second estima-
tion method we develop mimics a technique used by
biologists to estimate the size of an animal population
when they are able o capture only a sample of the
population at any given time. The approach draws on
studies by a Danish biologist, Carl Petersen, who
worked more than 100 years ago. Petersen’s work
suggested that an animal population can be estimated
by capturing a sample of animals, marking them,
releasing thein, and capturing another sample later.2?
Assuming that the marks do not affect the animals’
ability to survive (and thus their likelihood of being
in the second sample), the share of marked animals in
the (unknown) general population will be the same as
the share of marked animals in the recaptured sample
(see box “The Biometric Method™).

We adapt Petersen’s approach to obtain an estimate
of how much U.S. currency is abroad by combining
two sources of information. First, data from Federal
Reserve Cash Oftfices on currency shipped to and
from local banks allow us to obtain virtually continu-
ous “samples” of currency. Second, although cur-
rency is not literally marked, statistics for the pre-
1990-series note are maintained separately from those
for the 1990-serics $100 note, which contains an
embedded security thread.2' We can think of the
[990-scries notes as marked animals: When a pre-

22, KD, Le Cren, “A Note on the History ol Mark—Recaptare
Population Listimates,” The Journal of Animal Fcology, vol, 34
(June 1965), pp. 453 54, notes that Petersen did not use the method
tor counting but that others properly credit him with the method. See
C.G. Joh. Petersen, “On the Biology of Our Flat-Fishes and on the
Decrease of Our Flat-Fish Fisheries,” Report of the Danish Biological
Statton, vol. 4, 1893, Sce also GLALE, Sceber, The Estimation of Animal
Abundance and Related Parameters, 2d ed. (Macmillan, 1982).

23, The 1990-series notes were introduced in August 1991, in
$100s. The [996-series $100 note was introduced in March 1966 (sce
box “The 1996-Series $100 Note™),
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The Biometric Method

For any geographic area, the total population of notes to be
estimated, N, can be expressed in relat:on to three known
numbers: M, the total number of marked (1990-series)
notes; n, the number of notes in a simple; and m, the
number of marked (1990-series) notes in a sample. Assum-
ing that the notes circulate freely and randomly, so that the
sampled proportions of marked notes ace representative of
the notes circulating in the area chosen, Petersen’s approach
(see text note 22) tells us that the sample proportion of
marked notes is equal to the proportion of marked notes in
the whole population:

(L

z|x

m
4]

With the total number of notes in the population, ¥, in some
geographic area (for example, a Federal Reserve Cash
Office’s area) as the only unknown in this relationship, we
can solve for it as

(1.2) =m
m

We have used the Petersen method to obtain estimates of
Federal Reserve 1990-series $100 and $50 notes circulating
in the United States and abroad ($50s with the embedded
security thread were introduced in 1992). We know the total
number of marked notes, M, from outflows of the 1990-
series $100s and $50s from each of the Pederal Reserve
Cash Offices; and we know the ratio ol total sampled notes
to marked sampied notes, n/m, from nctes that are received
from circulation at each Cash Office.

Because almost all currency sent tc and received from
foreign countries goes through the N2w York City Cash
Office, we provisionally assume that tais office is the for-
eign pool and the rest of the Offices together constitute the
domestic pool. We estimate total rotes in circulation
throughout the United States excluding New York City, say
N, by applying equation 1.2 to the pool consisting of ail
the Offices outside New York City. Then, to obtain an
estimate of total domestic currency circulation (that is,
including New York City), N, we scale up to account for
the population served by the New York City Cash Office:

pop,.
Nl:Nmy(l + h )

(t
po[’.\ny

where pop,, is the population served by the New York City
Office, and pop,,, is the population served by the rest of the
Cash Offices combined.

We can estimate the foreign share of currency holdings in
two different ways, depending on whether total notes are
determined as the sum of the notes in all the Federal
Reserve Districts, say N = N,, + N,,, (that is, an estimate) or
are taken as the actual total of notes .n circulation, say N.

Unlike the biologists, we do know N, apart from what has
been lost or destroyed.! Using N, the estimate for total
notes, the number of notes held in foreign countries is N, =
N - N, and the share of notes abroad is just M/[V‘ This
method has the advantage of using parallel estimates for
domestic and foreign circulation. Using the actual N, the
share of currency abroad is estimated as N;/¥, which has
the advantage of using our knowledge of the total amount
of currency in circulation for each of the denominations.

The range of estimates for each denomination (sce table)
can be considered outer bounds for the true figures because
of the way they represent hoarded notes. The biometric
method is able to estimate only the population of notes
actively in circulation; the hank notes that are hoarded do
not circulate and hence cannot be part of the estimates of
n/m for any location. When the foreign share is estimated
as the ratio of notes circulating in the foreign pool to all
notes outstanding, the implicit assumption is that all
uncounted notes are in the domestic pool, which is presum-
ably not true; thus, the estimate is a lower bound of cur-
rency held abroad. Similarly, estimating the foreign share
as the number of notes in the foreign pool over total
measured notes implicitly assumes that notes are hoarded in
the same proportion that they circulate. In this case, if notes
are hoarded disproportionately abroad, the estimate could
be higher; however, the estimate for $100s is about 70 per-
cent, and we find it unlikely that more than 70 percent of
the hoarded notes in the world are hoarded abroad. Thus,
we consider this estimate an upper bound.?

1. A difference between this problem and the biometricians’ is that they
captute und count marked species over discrete time intervals, whereas the
Federal Reserve continuously processes currency. Thus, our computations
should, in principle, use a lag of the quantity of new notes in circulation to
account for the fact that notes released during the sample period are not
actually part of the pool for the whole period. In practice, lags do not appea
to matter. For estimates of notes that are lost and destroyed, sce faurent,
“Currency in Circulation.”

2. The estimates appear to be relatively robust to alternative assumptions
about the location of the foreign pool. Little changes if, as part of the foreign
pool, we include two other citics, Los Angeles and Miami, that are believed
to have significant foreign currency activity. Generally, if we try to align the
Distriet biometric estimates with the relevant economic vaciables that inffu-
ence domestic currency location, we obtain estimates of domestic holdings
that are similar to the aggregate biometric estimates.

Biometric estimates of currency held abroad
Percent

$50s

‘ $100s
Lo o
Year

(December vatue) Value used for mtf‘,l bank notes

Estimated 1 Actual 1 stimated Actual
n.a. n.a. 56 82
29 62 47 75
30 54 53 72
34 48 60 71
40 49 66 75
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1990 note is “sampled,” or returned to a Federal
Reserve Cash Oftice, it is “marked” by being
replaced with a 1990-scries note. We know how
many 1990-series notes have been issued by each
Federal Reserve Cash Office, and we know how
many return to the Cash Oftices in later samples.
Second, we make use of the institutional fact that the
New York City Cash Oftice handles relatively few
cash shipments to and from domestic banks and that
most of the currency shipments it handles are to and
from foreign banks. Thus, if we can estimate the
“population” of dollars in the “pool” served by each
Federal Reserve Cash Office, the currency abroad can
be estimated as the population in the New York City
Cash Oftice pool.

Using the biometric method, we find that the
December 1995 estimate of the share of $100s held
abroad is between 66 percent and 75 percent and the
estimate for $50s (marked with a sccurity thread in
1992) is between 40 pereent and 49 percent.??

SUMMARY OF ALL ESTIMATION METHODS

In addition to the two methods described above, eight
other techniques were developed to estimate the stock
of U.S. currency held abroad. These are summarized
in table 4.

The estimate of the foreign share of currency using
indirect estimates of the type just described is just
under 30 percent using the coin method and ranges
from about 50 percent to 70 percent using the bio-
metric, demographic, and scasonal methods (table 5).

Although flow-based methods (both direct and out-
lier) do not yield straightforward cstimates of the
stock held abroad, such estimates can be derived
because the flow data over the years can be consistent
only with a relatively narrow range for the overseas
stock. The estimates are obtainable from a trial-and-
error procedure using various assumed values for the
current proportion abroad.

24. As an alternative, we have also estimated the model for cach
Cash Office and then aggregated the results, The estimate in the text
should be preferced if there are significant movements of currency
(leakages) across these domestic pools. In any event, this alternative
estimate tends to be within a few percentage points of those shown in
the text by the end of the sample period. Thus, it does not seem to
matter very much whether we explicitly consider leakages of currency
across the domestic pools.

25. To see the steps involved, consider what foreign holdings of
currency would be consistent with some flow estimates. According to
the shipments proxy, currency shipped abroad between 1977 and 1995
totaled $183.3 billion, on ncet, as shown in table 5, colunmn 1. If no
currency had been held overseas at the end ol 1976, the total stock of
forcign holdings at the end of 1995 would have been $183.3, or
49 percent of the total outstanding. At the other extreme, if all

The 1996-Series $100 Note

Domestic and foreign shipments of a newly designed
U.S. $100 note began in March 1996, Aside from minor
changes introduced in 1990, the 1996 note was the first
redesign of U.S. currency since 1928. The goal of the
change was to preserve as much of the traditional appear-
ance of the note as possible while introducing new secu-
rity features that would make the note more difficult to
counterfeit. With the new design, which will be applied
to smaller denominations over six- to twelve-month inter-
vals, notes are the same size, use the same ink color and
paper, and feature the same historical figures and monu-
ments as before. However, the portrait has been enlarged
and moved to the left to make room for a watermark
that matches the portrait. Other security features include
microprinting around the portrait and elsewhere, a thread
woven into the note in a different position for each
denomination, and, for the larger denominations, a spe-
cial ink for the denomination number in the lower right
front corner of the note that changes color when one
changes the viewing angle of the note.

AF 930338832
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Taking the midpoint of this range of estimates
gives us a way of assigning an cnd-of-year value for
the share abroad for any method tor which we have
flow data; for example, we derive an extreme range
of 49 percent to 71 percent for the shipments proxy
(see note 25), the midpoint of which is 60 percent.26
Overall, the shares of currency held abroad at year-
end 1995 as derived from the flow-based estimates
range from the low of 17 percent for the CMIR
statistics to a high of 60 percent using the shipments
proxy.

We have also used the same trial-and-error method
to get an estimate of currency held abroad averaging
across all of the methods. We begin by taking the
estimated flows abroad for each year of the period

currency outstanding at the end of 1976 had been held overseas
($80.1 biltion, not scasonally adjusted), then the stock of foreign
holdings would have been $263.4 billion, or 71 percent of the total.

26. Clearly, neither endpoint is likely to be correct, whereas a value
near the middle is much more likely to be so. Thus, we will use the
midpoint in what follows as a rough gauge of the percentage held
abroad.
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from 1977 to 1995 for cach ol the seven available
methods.?” For cach year of the per od, we take the
median value of the seven estimates which are then
summed across years to obtain the total median flow
estimate for the entire period, showr: in the {irst two
columns ot the bottom row of tabl: 5. Taking the
flows from the median flow cstimate and using the
same technique to estimate year-end shares that we
used before for each of the direct methods (taking

27. For three of the methods (biometric, demographic, and foreign
currency shipments), we do not have sulficient years ol data to include
them in the median caleulation,

the midpoint between the two extreties), we obtain a
midpoint estimate of 55 percent as the proportion of
total currency that was held abroad at the end of
1995.

As a check on (his estimated percentage abroad, it
is helptul to evaluate the largest denomination in
active circulation, the hundred-dollar bill, which
plays such a major role in the overscas currency
market, The available estimates for $100s, shown in
table S, are consistent with 74 percent of this denomi-
nation being held abroad. 1 only $100s were abroad,
they alone could account for an overseas share for
total currency of 44 percent. A reasonable assump-
tion is that the smaller denominations could casily

4. Methods Tor estimatuty cirency abroad
Method Description
Indirect (stock-based)
Seasonal Pescribed in text
Biometric Described in text
Coin As in the seasonal method, we use Canada’s ratio of notes to coin to estimate the U.S. domestic
rutio, assuming that U.S. coins are not typically used outside the country
Demographic Estimates of the ages of domestic and forcign notes were obtained from special samples of physicat

Direct (flow-based)
Customs reports

Foreign currency shipments

Shipments proxy

notes taken in March and October 1989, The overall age of notes in circulation is a weighted
average of notes circulating abroad and domestically

Businesses and individuals moving more than $10,000 across U.S. borders must generally file
Currenc and Monetary Instrument Reports (CMIRs) with U.S. Customs. Incoming travelers arc
informed of the filing requirement on their Customs Declaration. Departing travelers are
occasionally informed of the filing requirement or are targeted for enforcement putposes

Net foregn currency shipments are reported to Federal Reserve Cash Offices on an informal basis
by the small number of commercial banks that are major international shippers of currency

We assume that monthly net shipments of $100s from the New York City Cash Office arc
approxirnately equal to net shipments abroad of all currency. We exploit the institutional fact that

foreign shipments are predominantly in $100 notes and that they most often originate at the Federal
Reserve Bank of New York. We assume that the three sources of disparity between actual net flows
and New: York shipments (that is, the quantity of $100s used domestically within the area served by
the N.Y. Office, the quantity of lower-denomination notes this Office sends abroad, and foreign
shipments by other Cash Offices) are all small

Cash Office flows We compare currency shipment data from each Federal Reserve Cash Olfice with other indicutors

of regioaal cash demand such as population and income. Cash Offices whose share of total shipnients
is much different from their population or income shares are assumed to be making or receiving
foreign -hipments. Statistical methods yield an estimate of the domestic cash demand component

as indicated by local population and income

Outlier-based (flow-based)
Money demand If currency holdings abroad increase sharply, then predictions of U.S. demand based on domestic
factors such as U.S. interest rates and transactions should produce a significant underestimate. This
approacih measures the net flows of currency abroad from prediction crrors generated by the Federaf

Reserve Board staff’s currency demand model

Like the money-demand method, this method is based on outliers from a prespecified relationship,
in this case a time-series model

Signal extraction

Summary measure of currency
fows abroad

Median flow estimate Computed as the median in each year of the estimates from seven of the above methods: seasonal,
coin, Customs reports, shipments proxy, Cash Oftice flows, money demand, and signal extraction,

i The remaining three methods do not have data for enough years to be included in this estimate
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contribute 11 additional percentage points.2® Thus,
the evidence for $100s appears consistent with an
estimated minimum of around 55 percent of currency
being held abroad.

PROPERTIES O MEDIAN IF'LOW [STIMATLE
OF OVERSEAS CURRIENCY FLOWS

All our methods except the CMIR indicate that over-
scas currency flows are large and growing. We focus
on the median flow estimate because it does not
depend very much on the results of any one method.
The median flow calculations show that the overseas
component of currency flows has been picking up, to
more than 70 pereent of total currency flows in the

28. Hstimates from the biometrie, seasonal, and demographic meth-
ods for denominations less than $100 can casily account for the
needed increment,

5. Net flows of UK. currency to foreign locations and the
pereentage ol ULS, currency abroad, by method of

estimation
; Stock,
(bf;llg(‘)vm l December 1995
Method of dollars)! } except as noted

(percent)
Overall | $100s

1977-95 { 1988-95

Indirvect (stock-based) methods

Seasonmal ... .l 223.6 132.5 70 74
Biometric ... n.a. n.i. n.a. 70!
Coin ..o 173.8 92.2 29 L
Demographic .................... o L 492 S04

Direct (flow-based) methods

Customs reports ..o 52 42.1 174 n.i.

Net foreign currency shipments,
as compiled by N.Y. FR

Cash Office ................ na. 107.1 544
Shipments proxy ................ 183.3 140.3 604
Estimates based on Cash Office

flows ... 163.1 123.2 55+ 634
Outlier-based (flow-based)
methods
Money demand ................. 119.6 104.6 434 A
Signal extraction ................ 179.6 140.4 59+ 944
Median flow estimate’ ......... 163.8 1231 554 746

Novur, For detail on the results of the coin, shipments proxy, Cash Oftice, and
outlicr-based methods, see Porter and Judson, “The Tocation of US, Cur-
reney.”” For detait on the demographic method, see Teige, “Overseas Hold-
ings of U.S. Curreney.”

[, Fhe average ol the two estimates that bound tie voe value,

2. Surveys taken 1 the spring and fall of 1989, An updated estimate of the
currency held abroad based on this 1989 estimate and the median flow estimate
(last row in table) yields a result of 59 percent at the end of 1995,

3. This value becomes 78 pereent when updated by the werease in $100s
stnee 1989 that is assoctated with the slipments proxy.

4. Midpoint of feasible 1ange tor propottion of cwrency held abroad; see
text

5. Computed by taking, tor cach year, the median of the seven miethods that
have data for 1977 95 and then taking the median of the 1esulting seties.

6. Median of all methods yickding a value, with the demographic value
updated as in note 3.

i.a. Not available.

Not applicable

19905 (table 6). The domestic fows show no distinet
trend, and most of the year-to-ycar changes in the
currency component of M1 (including the pickup in
the 1990s) arc accounted for by variations in the
foreign flows.?” (Appendix A is an c¢conomic and
statistical analysis of these suminary flows.)

Two notable multiyear spurts appear in the net
amount of currency going abroad: in 1990 and the
carly part of 1991 and again in 1993 and 1994, The
first sarge is associated with an increase 1o Argentina
and with a worldwide increase in the demand for
dollar currency as a result of the Persian Gulf war;
the second is part of the deteriorating situation in
Russia and other parts of the former Soviet Union.
Although overseas currency flows tended to drop
back somewhat after these surges, the general upward
path for foreign currency shipments is unmistakable.

Predicting the future course of shipments is cven
more problematic than estimating past flows, Some
ol the currency held abroad is used by travelers to
arcas outside of Western Europe, so that more such
travel is likely to increases the foreign demand for
currency. But the remaining, larger component is
much more unpredictable and subject to massive and
abrupt shilts because of wars or fundamental changes
in cconomic and political regimes or to evolving
fears about such developments.,

29, Statistically, they have a simple correlation cocfficient of .98
with annual data.

6. Increase in the currency componient ol ML, by f(orcign
or domestic destination

Bitlions of doflars except as noted

Going to foreign Going to domestic
Yes Total economies economy
car tncrease o e -~
Amoum?i Percent Amount Fccnl
1977 ... 79 1.6 20.2 6.3 798
1978 ... 8.6 2.6 29.8 6.1 70.2
1979 ... 8.8 24 27.2 6.4 728
1980 ........ 0.6 3.6 33.7 7.0 66.3
1981 ........ 7.2 2.3 320 49 68.0
1982 .. ..... 9.9 38 38.1 6.2 61.9
1983 ........ 13.7 5.3 38,7 8.4 61.3
1984 ........ 9.9 3.5 35.6 6.4 64.4
1985 .. 1.8 5.0 42.5 6.8 57.5
1986 128 4.6 36.2 8.2 63.8
1987 6.1 6.0 373 10.1 62.7
1988 5.4 6.5 419 9.0 58.1
1989 10.4 57 54.5 4.7 455
1990 ., 24.2 18.3 75.7 5.9 24.3
1991 20.6 15.1 73.1 55 26.9
1992 25.5 18.1 712 73 28.8
1993 . 29.5 22.3 75.6 72 24.4
1994 325 236 72.5 8.9 215
1995 ... 18.3 3.6 74.5 4.7 25.5

1. December to December, seasonally adjusted.
Sourck. Federal Reserve and authors” calceulations,



Finally, the growth of total U.S. currency outstand-
ing over the past fifteen years has ciearly outpaced
both the inflation rate and the growth of the U.S.
population (that is, as shown in chart 4, total real U.S.
currency outstanding per U.S. resident has risen sub-
stantially since the carly 1980s). But he level of real
domestic balances has been nearly lat since the late
1980s (chart 4), a result, perhaps, ol the increasing
use of currency substitutes such as checks and credit
cards (as found in the 1995 currency survey). By
contrast, real forcign demand has heen increasing
sharply, resulting in a more stable appearance {or the

trend in total real currency per U.S. resident than for

cither of its components. ¥

The Contrarian View That Most ULS. Currency
Is Held at Home

One of our basic findings is that most of the recent
tticrease in the demand for currency has been [rom
outside of the United States. The othier possibility is
that the increased demand has been domestic in ort-
gin. But domestic sources for the recent surge in total
cash holdings arc difticult to wdentify. Most analysts
do not ascribe very inuch currency holding to busi-
nesses; the thinness ol their likety Loldings can be

30. "The forcign component is the median flow estimate for 1977
95, here deflated by LS. population because we are uncertain ol the
size of the foreign population that holds ULS. currency. The levels for
the toreign component are based on the midpoim of the range for this
series, estimated Lo be 55 percent at the end of 1¢95,

4. Median {low estimate of the foreign component
of (he (ofal real stock of U8, currency,
measured in dollars per LS. resident

Ratio scale, chained (1992) dollars

~= - 1,400

—

Total
‘~‘—\//—/ - K000

Domestic!

Foreign

T YT N O T O S O O O

1980 1985 1990 1995

Noir. Currency measured as cutreney companent o M and deflated by the
chyin-type price index for personal consumption expenditures, 1992 base year.
L. The domestic component 1s debned here as total sy toreign.
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scen from simple back-of-cuvelope  calculations.®!
And we have already seen that surveys do not assign
much cash (o houscholds, although respondents may
understate the true amounts they hold. *?

An unreported rise tn the use ol currency could
refleet a rise in tax evasion or underground activity
(such behavior is very unlikely 1o be picked up in a
survey of currency usage). Bul the estimated size of
the unrecorded economy does not scem sulficient Lo
account for the observed increase in currency hold-
ings. Suppose that 10 percent ol ULS. gross domestic
product were generated in the cash cconomy- -a gen-
erous assumption - and that all worldwide illegal
drug transactions were exclusively done with ULS.
currency (an assumption that double counts the illegal
drug transactions included in the UL.S. cash cconomy).
We know from currency surveys that an average unit
ol currency turns over on the order of thirty five to
filty times per year. Thus, the amount of currency
required to support both the 10 percent of our $7 ril-
lion GDP economy plus all drug trallicking (reported
to be on the order of $300 billion) would be between
about $20 billion and $30 billion, or only 5 percent o
8 pereent of ULS. currency outstanding,. *$

Tax avoidance s the most likely other possibility
that would account lor the cash we attribute o for-
cign holdings. Supposce that, to avoid taxation, indi-
viduals and businesses manage to hide sizable

31, Most businesses need nothing more than seed cash to operate,
anl the total amount of such cashuis not tikely to be signilicant, as the
following calculation shows. Almost 2.7 million retail establishinents
existed in 1992, Taking certain elements of cash use at supermarket
chains as the standard for all retail establishiments that year, assume
that cach establishment had ten cash registers (currently the median
number for supermarket chains) and cach register contained $200 off
seed cash (the amount that at least one large supermarket chain uses
lor that purpose); then the totad currency holdings by all retail estab-
lishments would have been only $5.4 billion, or 1.8 percent of the
total stock of currency at the eud of 1992, 1t in addition, one business
days® worth of total consumption was atways in transit o depository
institutions, the total amount lom both of these sources would have
been only $22.3 bitlion, or only 7.7 percent of total currency holdings
in that year.

32, Liven tuken at fuce value, CMIR statisties contradict claims that
the toreign component is small. For example, the CMIR data iniply
that, taking the midpoint of the range of estimates, 17 pereent of
currency was held abroad at the end of 1995; but in that case, the
implied amount overseas at the beginning of the sample (the end of
1976) would have been 67 pereent. On the other hand, it little
currency is held abroad currently, how would one account lor the
$53.2 billion in currency that was returned o the Umited States in
1995, according to CMIR statistics”?

33, Phat is, with a turnover rate of hity, (JO.1 x 7 x 10V + [300 x
109]) /50 = 20 x 10, The most recent cash survey, in 1995, found
that the turnover rate of curntency was about thitty six times per year,
down from a rate ol hfty times per year in the mid [980s (a decline
from about seven days per turnover to ten). Such a decline might be
expected i tight of the generally lower level of interest rates prevail-
ing more recently.
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amounts of cash that they had skimmed from their
business cash receipts. Such activities undoubtedly
oceur, but it strikes us as dubious that in the aggre-
gate they could fill the void, given that currency,
which does not pay interest, must compete with many
other investment vehicles that produce significant
real returns.,

Another counterargument to our findings would be
that we have not given sufficient recognition to the
unique characteristics of currency, including its ano-
nymity, which can have great value in some (mostly
illicit) transactions, However, this advantage is not
unique to transactions within the United States but
extends to the world, in part because of even tewer
legal and regulatory restrictions on the use of cur-
rency elsewhere. Also, the increase in $100s, the
denomination with the most significant increase, has
been concentrated in one Federal Reserve Cash
Office, that serving only New York City and its
environs. Tax cvasion and other illegal activity can-
not explain this geographic concentration. Moreover,
it the New York City region actually had a highly
unusual distribution of cash, it would surely be
reflected in other statistics such as a skewed geo-
graphic distribution of vault cash, which is not the
case, at least for the District in which New York City
is located (table 2). Nor, finally, can tax cvasion and
other illegal activity explain the data’s temporal

pattern—for example, the sharp rise in the ratio of

currency to M2 that began at the end of the 1980s.

CROSS-COUNTRY COMPARISONS

After decades in which many developed countrics
have supposedly been moving to cashless ecconomies,
the sheer size of current per capita currency holdings
around the world may come as a surprise (table 7).
For (wo countries, the United States and Germany,
part of the mystery is removed when we take the
foreign holdings into account.* Making such adjust-
ments, the United States per capita holdings move to
the low end of the international scale, roughly equal
to the per capita levels in Great Britain, Finland, and
Canada— countrics without significant external hold-
ings of their currencies. Appendix B cxplores how
the relatively high amount in other countries (cven in
Germany after deducting its foreign holdings) might
be explained in the context of an analysis of the

34, Work at the German central bank suggests that between 30 per-
cent and 40 percent of deutsche marks are held outside Germany., Sce
Scite, “The Circulation of Deutsche Mark Abroad.”

demand for money in these developed countries.
We conclude that these differences can be explained
in part by ditferences in the principal determinants
of currency holdings—interest rates, inflation, and
spending. But more important, we believe the differ-
ences can be more fully explained by difterences in
payment systems and practices as well as in the levels
of crime and taxation, the availability of ATM
machines, the relative size of the denominations in
which currency is issued, and, we suspect. the rela-
tive strictness of the regulations regarding currency
usage.

SUMMARY AND CONCLUSIONS

One of the purposes of the Federal Reserve System is
to provide currency on demand—*“to furnish an clas-
tic currency,” according to the preamble of the 1913
act creating the Federal Reserve. The original impe-
tus for providing a more flexible currency supply was
domestic in nature—{for example, at the time, one-
third of the population was still engaged in agricul-
tural pursuits and thus subject to the large scasonal
swings in agricultural transactions, a great many ol

35, 'The balances tor Switzerland conceivably include substantial
amounts of cash held by nonresidents in safety deposit boxes at Swiss
banks. [f so, the Swiss data, like that for the United States and
Germany, shontd be adjusted tor “foreign™ holdings. Currently,
almost 90 percent ol Swiss currency value is held in three larpe-
denomination notes 100 francs, S00 francs, and 1,000 francs  with
almost 50 percent of total currency held in the largest of these.
Because 1,000-frane notes rarely circulate in Switzerland, we suspect
that some of the currency is held in safety deposit boxces.

7. Comparison ol per capita amounts of currency in
cireulation in selected industrial countries, 1995

Country U.S. dollars

Japan ... 3.590
Switzerland ... . 3,450
Germany ...... 2,030
Netherlands ... 1,550
United States .. 1,450
Norway ....... . 1,410
Belgium ... 1,350
Germany with foreign holdings removed,

assuming 35 percent abroad 1,320
Sweden e 1,160
ftaly .......... . 10RO
Denmark . 1,050
France ........ .. 900
Canada 670
United States with foreign holdings removed,

assuming 53 percent abroad 650
Fintand ....................cooo . 560
Great Britain ...........ooiiii 530

Note. Per capita amounts converted to dollars and 1ounded to the nearest
$10. Some values tor 1995 populatton are extrapolations,

Sourcr: International Financial Statisties (International Monetary Fund),
Bank (o laternational Settlements, and authors’ calculations.,
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which were undertaken with cash. But within a
decade of the act’s passage, the Federal Reserve
began to collect data on overscas shipments of cur-
rency by a number of large commercial banks in
New York City, and over the subsequent seventy
years, U.S. currency has become the world’s leading
cash medium, In addition to the dolar’s virtues as
cash (anonymity and compactness), dollars are held
and used because of their liquidity ad stability rela-

tive to most of the world’s currencics While much of

U.S. currency abroad is held in $100s, a significant
amount also appears to be in smaller lenominations.

Determining how much of U.S. currency has gone
abroad or returned from abroad in any period s
difficult. Identifying flows between the United States
and any individual country is even more problematic.
(f the {tows in both dircctions stay wi hin the banking
systen, the banking data we have will often capture
much of it. However, if the flows arc extraordinarily
large, as they appear to have been reeantly, the outlier
methods—the money demand and signal extraction
methods—may be able to pick up aggregate net out-
flows as well.*o

The difficulty is that not all currenecy moves across
borders within the banking system. Thus, part of our
motivation for developing the indirect methods, such
as the seasonal and the biometric, was 1o capture
flows that might not show up in *he more direct
tmcasures. In fact, all of the methods exeept for that
using the CMIR data from Custon: suggest that a
large amount ol currency has gone abroad, and we
are inclined to view those cxpansive estimates as
being close to the truth, Doces this mean that the
methods are inherently good? Or is this just a coingi-
dence? We think it safe to say that the movements
abroad have been so large in the 1990s that any
reasonable method would have a lair chance of pick-
ing them up.

Our “median low” estimates of the amount of

currency held abroad and the size of recent overseas
flows suggest that more than hal” of the ncarly
$300 billion increase in the currency component of
M1 since 1976 has gone abroad to accommodate
increased demands for Federal Reserve currency

(table 6). Higher llows abroad woulo be registered if

we used the shipments proxy (60 percent) and nmuch
tower flows would be estimated if we used the Cus-
toms data on CMIRs (less than 2 poreent). We have
also estimated that between 55 percent and 70 per-

36. The same also applies o the Cash Otfice flows, which can be
thought of as a crude form of money demand apolied to the District or
Branch level.

cent of the U.S. currency stock is currently held
outside the country.

The large expansion of the stock of U.S. currency
in the past decade—-attributable, as we have seen, to
foreign demand—has provided a significant risc in
scigniorage to the US. Treasury and in the beuefit
that scigniorage provides to U.S. taxpayers. In the last
several years, the Federal Reserve’s holdings of U.S.
sccurities (the bulk of the Federal Reserve’s balance-
sheet counterpart to the stock of US. currency
outstanding) have yielded annual net carnings—
seigniorage-——ol roughly $15 billion o $25 billion,
which is turned over o the U.S. Treasury. Our esti-
mate is that roughly one-half to two-thirds of the
earnings is likely attributable to forcign holdings of
U.S. currency.

In sum, we now have several methods of determin-
ing the stocks and flows of dollars abroad. The esti-
mates are far from identical, but they generally point
in the same direction, toward large and increasing
quantitics ol U.S. dollars abroad.

APPENDIX Az OTHER PROPERTIES
O THE MEDIAN I'LOW LSTIMATE

Here are detatls on our investigation of the relation-
ship of the changes in the overall demand for cur-
rency and its domestic and foreign components and
on considerations in determining a confidence inter-
val for the median flow estimate.

The Median Flow Estineaie
and Domesiic Demand

Recent changes in currency holdings scem to be
dominated by the forcign component: While the for-
cign component has been trending up, the domestic
component has been rather flat at an average level of
a little less than $7 billion (table 6). To see whether
the domestic component responds to economic incen-
tives, we regressed the change in the currency com-
ponent of M1 on the median {low estimate as well as
on variables possibly determining changes in the
domestic demand for moncey.

[ the coefficient on the median flow estimate is
close to | (as it is in the regression reported in
table A. 1), then we can interpret the remaining cocefli-
cients as a domestic money demand function for
the annual change in domestic currency holdings.
That is, with the full elfect of the median flow esti-
mate being captured by the change in the currency
component of M1, the result is essentially the same



900 Federal Reserve Bulletin [ ()ctf)bcr 1996

as i we had subtracted the median flow estimate
from the change in the currency component and then
estimated a money demand function for domestic
currency holdings. Ot course, if the coetticient on the
overseas flow is significantly different from 1, such
an intecpretation will not hold.

The domestic part of the specification explains the
changes in domestic currency holdings by an inter-
cept, the change in the nominal interest rate, and a
consumption measure. The change in the nominal
interest rate is measured (in the spirit suggested by
Lawrence Ball) as the weighted average rate on a
narrow alternative to holding currency, namely the
components of M2 without any maturity: other
checkable deposits, money market deposit accounts,
savings accounts, and moncy market mutual fund
accounts.*” The scale measure is the change in nomi-
nal consumption expenditures (excluding those on
automobiles, which are gencrally not bought with
currency). The specification is in changes and not in
levels because levels (together with lagged stocks to
cover distributed lag effects) require accounting for
the measurement crror in the level of currency
abroad.*¥

Fach of the estimates has the correct sign, but most
of the variance of the change in the currency compo-
neng, at least at an annual frequency, apparently
results from changes in forcign holdings and not
domestic holdings. The framework of table A.l
allows us to distinguish the relative contributions in
an analysis of variance, and we find that almost
90 percent of the vartance of currency changes results
from changes in foreign currency holdings (row 2).

37. Lawrence Ball, “Velocity and the Return on Near Moneys,”
(Johns Hopkins University, June 1995),

38, If we drop any one of the methods from the median calculation,
the resulting regression estimates are relatively similar to those shown
in table ALl

Confidence Intervals for the Median I'low
Estimate

An advantage of using the median flow estimate as
the summary measure of currency flows abroad is
that it readily permits statements of confidence intetr-
vals. From a statistical point of view, one may regard
the seven estimates (one from each ol our scven
different methods) used in constructing the median
flow estimate as a random sample from a continuous
distribution of possible estimates; in that case, the
sample median that we use is an cstimate of the
median of the population distribution,

In the example at hand, the median is the middle
result obtained from the seven estimation methods
and hence can be thought of as a result of discarding
the three highest and three lowest estimates of net
flows abroad; in that light, variations in confidence
intervals for median flow cstimates can be con-
structed on the basis of variations in the number ol
extreme observations that are cexcluded from the
calculation (chart A.1).* For the widest confidence
interval, none of the observations are excluded, so
that the lower and upper confidence limits are formed
by the lowest and highest of all seven observations;
for the intermediate interval, the fowest and highest
observations are excluded; and for the narrowest, the
two lowest and two highest are discarded. These
ranges may be uscful if one wants to represent some

39, To obtain the widest interval, we drop none ol the observations
in constructing the range. [n that case the probability that the range
consisting ol the smallest to largest low would cover the true median
in some period is about 0.98; alternatively, il one removed the top and
bottom estimates from the sct ol seven, the resulting confidence
interval for the median would be about 0.87; tinally if one removed
the top two and hottom two estimates, the probability that the result-
ing interval would cover the true median would be about 0.55. Sce
Robert V. Hogg and Allen 1. Craig, Introduction to Mathematical
Statistics, Sth ed. (Prentice Hall, 1995), pp. 497-98.

A.l. Results of regression ol change in currency component ot M1 on forcign demand and the determinants ol domestic

demand, and associated decomposition of variance

) Determinants of domestic demand
Item Fol‘:elg?agef%wd‘ Change in Change in Residual Covariance R?
estimate Intercept nominal interest {  consumption standard error term
rates expenditures

Regression' ................. 993 5912 ~1.223 13.096 1.3 A 9754
(15.1) (3.5) (-2.7) 7

Variance decomposition? . .... 52.6 9 1.7 3.1
(90.3) f S (1.5) —— (2.9) (5.3)

[, Numbets in parentheses are ¢ statistics.
2. Numbers in parentheses are the percentages ot the variance of changes in
currency that are explained by cach column or set of colunins.
. Not applicable.



ol the uncertainty that exists about nct flows of

currency abroad.

For that purpose we are inclined ty use cither the
intermediate or narrowest interval: 'The width of nei-
ther interval shows any tendency to trend up over
time; the widths arc not constant but can get rela-
tively narrow, as in 1990 or 1992, ycars for which the
various methods are in broad agreement about net
flows of currency abroad.

Another part of our reason lor preferring the two
narrowest ranges is that they exclude the smallest
observation in cach year and thus give less weight to

AL Alternative confidence intervals for tie median flow
estimate
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the CMIR data, which generally appear to underesti-
mate net currency {lows abroad and produce the
smallest flow measure in nearly three-tfourths of the
periods. This result raises the question of how much
the median {low estimate would rise if we excluded
the CMIR statistics at the outset: In that case, the
resulting summary measure matches the median flow
estimate for mwuch of the period and lies slightly
above it otherwise; the average amount by which it
exceeds the median flow estimate is only $0.5 billion
per year. 0

Alternatively, because the CMIR flows arc most
often at the bottom of the range of estimates, one
could diminish their influence by constructing a con-
fidence interval ranging from the next to the smallest
flow (o the largest flow in any period; such a range
would cover the teue median about 93 percent of the
time. Further, as an indication of the level of uncer-
tainty about net flows abroad, the implied standard
error associated with such a range would currently
lic between about $2'2 billion and $2% billion per
year.

APPENDIX B: ESTIMATES OF CROSS-COUNTRY
CURRIENCY DIEMAND

We investigated the degree to which the cross-
country differeuces in per capita holdings of currency
can be explained by various cconomic factors. We
estimated currency demand equations for fourleen
developed countrics with data covering a seven-year
period ending in 19931 The cquations have the
following specifications:

» The dependent variable, virocrry, which is the
currency velocity ol GNP, that is, the ratio of GNP 1o
the estimated currency holdings that are inside the
country but outside the banking system.

40. "Taking the median ol the six methods excluding the CMIR
ethod would ncrease the midpoint estimate of the amount held
abroad stightly, from 55 percent to 87 percent.

41. In our specification, all the variables are natural logs of the
underlying series, and the vanable namces are writien in small capital
letters. We thank David B, Tlumpheey and his collaborators for niak-
ing thewr cross-county cwrrency data available o us (see David B,
Humphrey, Lawrence B. Pulley, and Jukka M. Vesala, “Cash, Paper,
and Electronic Payments,” Journal of Money, Credit, and Bunking,
vol. 28, November 1996, part 2, in press). ‘The only variable that
we have added is RAUIO OF REVENUE 1O GDE {tom Robert Sunimers
and Alan teston, *“lhe Peun World Table (Mark 5): An lixpanded
Set of International Comiparisons, 1950 1988, The Quarterly Jour-
nal of Economics, vol, 100 (May 1991), pp. 327 68, We used
an updated version, Mark 5.5, available by anonymous (tp [rom
{tp://uberharvard.cdu.
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¢ Two opportunity cost terms, an interest rate
(NOMINAL RATE)Y and the rate of inflation (INFLATION
RATE). Higher opportunity costs tend to induce cur-
rency holders to reduce their holdings, resulting in
higher currency velocities.

» Two “‘scale” terms. The first, RATIO OF REVE-
NUE TO Gbp, accounts for the velocity cifect of the
underground cconomy: [ government raises taxes,
tax avoidance will rise, leading to more production
in the off-the-books (cash) sector, which in turn
increases the amount of currency per unit of output
and thus works to lower velocity.

The sccond scale term 1S VIOLENT CRIME per
100,000 population. The cifects of crime are ambigu-
ous: On one hand, street crime is likely to reduce
currency holdings (raise velocity) because ol fear of
heing robbed; on the other hand, various forms of
criminal activitics involve the use of currency.

o The total estimated number of noncash pay-
nments, NONCASH PAYMENTS, per capita. Presumably,
other things equal, an cconomy with a higher level of
noucash payments will have lower currency holdings
and higher currency velocities.

* The number of automated teller machines, ATM,
per capita. The effect of ATMs is ambiguous. On one
hand, more ATMs reduce the cost of obtaining cur-
rency and thus should fower currency obtained per
transaction and overall currency holdings. On the
other hand, lowering the cost of obtaining currency
could also make it more convenient relative to other
transaction media such as credit cards, thus increas-
ing overall currency holdings and lowering velocity.

The last factor we consider accounts for the
notable differences that exist among countries in the

3.1, Pooled panel data regressions for cinrency velocities
ST, Low-denomination | High-denomination
Variable countries J countries
NOMINAL RATE ........o...., 4.47 1.21
(3.0) (4
INFLATION RATE ..o, 7.52 5.08
3.9 (1.4)
RATIO OF REVENUE FO GDP ... ~70 —.81
(-4.7) (-5.9)
VIOLENT CRIME . ............, -02 29
(-3 (1.5)
NUONCASH PAYMENTS ......... 70 1.60
(7.2) (5.6)
AFM oo e —-.15 -36
(-1.8) (-3.3)
INTERCEPE .. .......0ovuie. 1.82 -3.40
(4.3) (—4.1)
R 78 79
Number of observations ... .. 60 34

Narr. Nunmibers o parentheses are ¢ statistics,

purchasing power associated with the largest denomi-
nation of domestic currency that is generally avail-
able. For example, the largest denomination in active
circulation in Japan (the ¥10,000 note), the United
Kingdom (the £50 note), and the United States (the
$100 note) range in value in dollar terms from about
$78 to $100 as of this writing; these values represent
considerably less purchasing power than that of the
largest denominations in Canada, Germany, the
Netherlands, and Switzerland, all of which have
1,000-unit bank notes, which now range in value
from about $600 to $830. Categorizing some coun-
trics as “‘low-denomination” (those in which the
largest denomination has relatively low purchasing
power) and others as “‘high-denomination,” we find
that significant differences emerge between the two
groups in the responsiveness of their currency
demand functions. For cxample, for both groups,
increases in the price level tend to redirect more
transactions toward the largest denomination; but, for
low-denomination countries, another effect ol infla-
tion may be more important: the substitution out of
currency into other means of payment for large-value
transactions that would otherwise require an inconve-
nient amount of cash to execute.

The specification we  estimate uses a pooled
panel regression with different slopes for the low-
denomination and  high-denomination  countrics
(table B.1). The opportunity-cost clasticities in the
low-denomination countries arc higher (in absolute
value) than those in the high-denomination countries,
perhaps because of the above-mentioned substitution
cifect in low-denomination countries as rising prices

B2, Actual real per capita holdings ol currency in sclected
industrial nations compared with holdings predicted by
pooled panel-data regressions tor velocity
LS dollars

Country Actual Predicted

Low-denomination countries

Deamark ................... 714 839
Finland ..................... 407 610
France ..............cot 784 650
Taly ..o 943 1,028
Japan ... 2,247 2,033
Norway .......coooiiveenn 1,132 924
Sweden ... 1,108 840
United Kingdom ............. 462 520
United States! ............... 358 340
High-denomination countries

Belgium .................... 1,178 1,281
Canada ... 618 648
Germany? . 906 1,067
Netherlands . 1,309 1,057
Switzerlund 2,732 2,566

Notr. Holdings are averages 1or 198793, Dollar values deflated by the
cham-type price index for personal consumption expenditutes, 1992 base year.

Lo After removal of foreign holdings, which were estimated using midpoint
of overseas stock from the median flow estimate.

2. After removal of estimated foreign hotdings (35 pereent of total).



intensify the inconvenicnce of their fow purchasing
power currency. ™ lixcept for the etect of crime,
which is ambiguous, all of the varicbles appear to
have the expected signs and arc generally quite
significant.*

42, Using a Chow test, we solidly reject the hypothesis that the
corresponding slope coeflicients in the velocit specifications are
cqual in the high- and low-denomination countr.es; the test statistic
cqualed 5.50, which has a p value of 0.0001.

Both opportunity cost variables (NOMINAL Ratl and INFLATION
RATE) are measured as @ gross return so that we teat them symmetri-
cally and can take logs tor the deflation of the pree level that oceurs
i the sample. As woesult, the coelficient o the elasticity of real
money balances with respect o these opportunily costs measured as a
net return (the more usual way of introducing such variables) will be
x /(1 +x) times the gross clasticity, where vis a fraction; tor example,
a 5 percent rate would inply that the efasticity on the gross return
should be reduced by 0.05/ 1.05 < 0.0471 1o exprss it as an elasticity
on a uet return.

43. 'The crime variable has ditlerent signs in the (wo regressions
and is insignificant in either case, The underground cconomy effects
(RATIO Ot REVENUL T GDP) are similar in magnilude. We belicve on
balance that crime should reduce currency holdinzs and thus increase
veloeity. We find such a resull for the high-denomination countries,
and it is marginally significant on a one sided test of statistical
signiticance.

The opportunity -cost elasticities in the high-der omination countrics
are not significant, perthaps because of the relatisely low number ol
degrees of freedon,

The Location of US. Currency: How Much Is Abroad? 903

The underground economy effects (RATIO OF REVE-
NUL 1O GDP), are similar in magnitude in both types
ol countrics and appear to have powerlul explanatory
clfects. The aArm results are especially significant in
the high-denomination countries and indicate that the
convenience cffects dominate the transaction-cost
clfects. The difference between the intercepts in the
two specitications implics that residents in the high-
denomination countrics hold on average about $185
more in currency than their counterparts in low-
denomination countrics. Excluding foreign holdings
from the domestic currency stock of Germany and
the United States yields values that on average tend
to track the currency series in the various couatries,
with about 80 percent of the variation in velocity
explained by the specification in both types of coun-
tries (table 13.2).

In sum, the cross-country differences in currency
holdings appear o be somewhat explicable by the
basic factors we have been considering, including the
magnitude of the largest denomination in which cur-
rency is issued. To be sure, consideration of such
denomination cffects, as well as ol the NONCASH
PAYMENTS variable, may also embody other aspects
of the demand for currency, such as the regulatory
environment in which bank notes are handled. I
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Industrial Production and Capacity Utilization

for August 1996

Released for publication September 17

[ndustrial production increased (.5 percent in August
after a gain of 0.1 pereent in July. Some of the
acceleration from July to August resulted from
weather-related swings in utility output; manufactur-
ing output increased (.3 pereent in both months. At
126.9 percent ol its 1987 average, total industrial
production in August was 3.4 pereent higher than it

Industrial production indexes
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was in August 1995, Industrial capacity utilization
rose 0.2 percentage point, to 83.5 percent.

When analyzed by market group, the data show
that the output of consumer goods fell 0.6 percent,
with the decline concentrated in durables; the produc-
tion of nondurable consumer goods was unchanged.
The drop in the output of durable consumer goods
reflected decreases in the output both of automotive
products and of other durable goods. Motor vehicle
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All series are seasonally adjusted. Latest series, August. Capacity is an index of potentiad industrial production.



Industrial production and capacity utilizaticn, August 1996

[ndustrial production, mdex, 1987 - 100
Percentage change
Category 1996
1990! Aug, 1995
i o
May! June! ’ July! ’ Aup.? May ‘ June! ‘ July! ’ Aug,p Aug. 1996
|
|
Total ...... e | 1254 126.2 126.3 126.9 7 6 . 5 34
Previous estimate ... L 1252 1200 1262 5 O |
Meajor market grouwps
Products, total? oo P 1213 1224 1224 122.4 5 b 2 0 2
Consumer goods o000 oo 116.3 116.0 117.3 116.5 -+ 3 5 0 0
Business cquipment ... ..o 166.0 [68.5 170.0 170.9 2 1.5 8 ¢ 8.6
Construction supplics ... ... 110 1138 1122 LY L7 2.5 - 1.4 .3 1.0
Matertals. ..o o0 o 131.0 132.5 132.2 133.8 10 7 2 1.2 45
Major industry groups
Manufactueing ..o L Lo 1274 128.4 128.8 1291 N 8 3 R +.0
Puiable . oo S [39.t 1412 141.0 142.0 K¢ 1.5 R 3 0./
Nondwable o000 0 00 oL L1bed (4.4 114.8 1ELY B 0 3 2 6
Mimng ..o.o00 o 100.5 11.9 100.9 103.3 A 14 1.0 24 i3
Utilities ..., .. e 1284 120.2 123.9 125.8 1.6 1.8 1.8 L5 2.4
P - - Mimo
Capacity atilization, pereent Capacity,
pet
1995 1996 Chmee
Average, | Low, High, change,
1967 05 | Tox3 1988 89 ‘ Aug 1995
i \ av N . L to
i Aug. May | June July ’ Aug.t L Aug 1906
Total ..o 82.1 7.8 84.9 83.9 83.3 835 83.3 83.5 RK)
Previous estimate ... 83.2 K34 83,2
Manufactwing ..., . ..o 814 70.0 85.2 82.7 82,1 82.5 82.4 82.3 X!
Advanced processimg ... o 80.7 714 835 8.2 80.5 80.8 80.8 80.0 572
Priniaty processing . .. o 82.0 66.8 89.0 80.2 86.1 80,6 80.4 86.5 2.5
Mining . ... L0 L . 8/.4 80.6 86.5 89.3 89 K DI 90.2 92.4 |
Unlites oo 80.9 76.2 92.6 95.3 94.1 923 90.5 91.8 13

Note, Data seasonally adjusted or caleutated from seasonally  adjusted
nunithly data.
I Change from preceding month,

asscmblies fell 0.7 million units from their July level,
to 12.6 million units (annual rate). The August rate
was higher than in any month during the first hall of
the year, Decreases in the output of air conditioners,
appliances, and television sets led the decline in other
durables. Among consumer nondurables, increases in
residential electricity usage and in the production of
gasoline and heating oil were offset by decreases in
the output of consummer chemical products  and
clothing.

The output of business  cquipiment  advanced
0.6 pereent; the increase was concentrated at pro-
ducers of information processing cquipment. The out-
put of industrial cquipment, which hed fallen for five
consecutive months, barcly cdged up; because of the
drop in motor vehicle assemblies, the production of
transit cquipment [ell. However, the decrease in tran-
sit equipment was muted somewhat by another month
ol increased activity at aircraft manufacturers. The
output of defense and space equipment increased for
a sccond month; production in this sector has risen
since the end of last year, the (irst sustained increase
since the 1980s. The production of ¢onstruction sup-

2. Contains compornents i addition to those showtt,
1 Revised,
P Prelinmay.

plics decreased 0.3 pereent alter a 1.4 percent drop in
July. Despite these recent declines, the production
index for this scctor remains 4.6 percent above its
year-carlicr level.

The output of industrial materials rose 1.2 pereent
in August. Increases in electricity generation and in
coal mining pushed the output of energy materials up
2.5 percent. The output ol durable goods malterials
rose 1.1 percent, with gains in the output of parts
destined for use in consumer goods or in business and
defense equipment. The output of nondurable materi-
als increased 0.4 percent for a sccond month; the
production in this grouping has risen about 4% per-
cent since its low point at the beginning of the year.

When analyzed by industry group, the data show
that the 0.3 percent increase in factory output
reflected gains both in durable goods and in nondura-
ble goods. Among durables, large increases came
in computer and olfice equipment, acrospace and
miscellancous transportation equipment, and instru-
menty; all posted increases of more than | percent.
Besides motor vehicles and parts, the production of
lumber and of iron and steel fell significantly. Among
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nondurables, the indexes for petroleum refining, rub-
ber and plastics products, and tobacco showed gains
ol more than | pereent. On the negative side, the
output of textile mill products fell 1.1 percent, and
the output indexes for both apparel and chemicals fell
0.5 percent. Apparel production is down nearly 6 per-
cent from its year-carlier level.

The factory operating rate edged down 0.1 percent-
age point, to 82.3 percent. The rate for advanced-
processing industries decreased (1.2 percentage point,
to 80.6 pereent, and the rate for primary-processing
industrics edged up 0.1 percentage point, to 86.5 per-
cent. Utilization for primary-processing  industrics
remains about 4 percentage points above its 1967-95
average. Rates for primary metals, petroleum refin-
ing, fabricated metals products, and rubber and plas-
tics products are more than 5 percentage points above
their long-run averages.

The operating rate for utilitics increased 1.3 per-
centage points in August but stayed betow its level
during the first hall of the year; temperatures moved
up from their low levels in July but remained below
normal.

This release and the history for all series pub-
lished here arc available on  the Internet  at
hitp://'www.bog.frb.fed.us, the Board of Governors’
World Wide Web site.

1996 RIVISION ANNOUNCEMENT

During the fourth quarter, the Federal Reserve will
publish revisions of its measures of industrial produc-
tion (IP), capicity, capacity utilization, and industrial
use of clectric power; the current target month for the
release is November. The revisions of 1P, capacity,
and capacity utilization will incorporate updated
source data for recent years and will feature a change
in the method of apgrepating the indexes. From (977
onward, the value-added proportions used to weight
individual scries will be updated annually rather than
quinquennially. In addition, the [P indexes and the
capacity mcasurcs will be rebased so that 1992 actual
output equals 100. Capacity utilization, the ratio of 1P
to capacity, will be recomputed on the basis of
revised [P and capacity measures.

The aggregate 1P indexes will be constructed with
a superlative index formula similar to that introduced
by the Burcau of Heonomic Analysis as the featured
measure of real output in its January 1996 compre-
hensive revision of the National Income and Product
Accounts, Al present, the aggrepate [P indexces are
computed as linked Laspeyres indexes, with the
weights updated every five years. Because of the
rapid fall in the relative price ol computers and

peripheral  equipment, that periodic updating  of
weights is too infrequent to provide reliable estimates
of current changes in output, capacity, and capacity
utilization, With the publication of the revision,
value-added proportions will be updated annually,
and the new index number lormula will be applicd (o
all apgregates of 1P, capacity, and gross value of
product. For the most part, relative price movements
among the 260 individual components of the IP index
are likely to have little visible effect on total 1P,
However, the more [requent updating of the relative
price of the output of the computer industry could
lower overall IP growth in somie years by as much as
2 percentage point; in other years, the updating off
weights will have virtually no effect. Because the
new index number formula witl slow capacity growth
as well as 1P growth, the cffect of the reaggregation
on overall capacity utilization should be small.

The regular updating of source data Tor 1P will
include the introduction of annual data tfrom the /994
Annual Survey of Manufactures and sclected /995
Current Industrial Reports of the Burcau ol the Cen-
sus. Available annual data on mining for 1994 and
1995 from the Department of the Interior will also be
introduced. Revisions to the monthly indicators for
cach industry (physical product data, production-
worker hours, or clectric power usage) and revised
seasonal factors will be incorporated back to 1992,

The statistics on the industrial use ol electric power
will be revised back to 1972, These revisions stem
from three basic sources. First, the new figures incor-
porale more complete reports received from utilities
for the past few ycars. Scecond, an updated panel of
reporters on cogeneration will be fully integrated into
our survey ol clectric power use. Third, the levels of
the monthly clectric power series for manufacturing
industries will be benchmarked to indexes derived
from data published in the Census Bureau’s annual
surveys and censuses of manufactures. These indexes
will also be revised so that 1992 clectric power usage
cquals 100.

More detail on the plans for this revision is avail-
able on the [nternet at http://www.bog.Irb.fed.us.
Once the revision is published, the revised data will
be available at that site and on diskettes from the
Board of Governors ol the Tederal Reserve System,
Publications Services, 202-452-3245. 'The revised
data will also be available through the Heonomic
Bulletin Board of the Departiment of Commerce, call
202-482-1986. In addition to the data currently pro-
vided, the time series of implicit prices necessary for
a user to aggregate 1P and capacity under the new
methodology will be provided by the Industrial Out-
put Section, 202-452-3151. [



Announcements

ISSUANCE OF FINAL AGENCY GUIDELINES
ON SAFETY AND SOUNDNESS STANDARDS
FOR ASSET QUALITY AND FIARNINGS

The Federal Reserve Board along with the Oftice of

the Comptroller of the Currency, the Tederal Deposit
Insurance Corporation, and the Oftice of Thrift
Supervision on August 27, 1990, issuced final inter-
agency guidelines prescribing safety and soundness
standards for asset quality and carniags, thus com-
pleting the requirements of section 132 of the Federal

Deposit Insurance Corporation Imprevement Act of

1991. The guidelines were effective October 1, 1996,

The guidelines prescribe that insvred depository
institutions establish and maintain systems that are
commensurate with the institution's size and the
natare and scope of its operations 1o accomplish the
following:

« [dentily problem assets and prevent deterioration
in those assets

s livaluate and monitor carnings ¢nd ensure that
earnings are sufficient (o maintain adequate capital
and reserves.

The guidelines are general in nature and focus on
what proper management should achicve, while leav-
ing the methods Tor achicving those objectives to
cach institution. Because the guidelines are consistent
with existing sound practices at baiks, the Board
believes that well-managed banks will not need to
alter their operations to comply with the guidelines.

The final guidelines are substantiatly the same as
those proposed in 995,

ISSUANCE OF FINAL RULE AMENDING
THE RISK-BASED CAPITAL STANDARDS 10O
INCORPORATE A MEASURE OF MARKET RISK

The Federal Reserve Board along widh the Office of

the Comptrolicr of the Currency (OCC) and the
Federal Deposit Insurance Corporation (FDIC) on
August 29, 1996, issued a final rule amending risk-
based capital standards (o incorporate a measure for
market risk. The final rule is clfecsive January |,

1997, and compliance is mandatory as of January |,
1998.

The final rule implements an amendment to the
Basle Capital Accord that sets forth a supervisory
framework for measuring market risk to cover debt
and equily positions located in an institution’s trading
account and foreign exchange and commodity posi-
tions wherever located.

The effect of the final rule is that any bank or bank
holding company (institution) that is regulated by the
Board, the OCC, or the FDIC and has signilicant
exposure 1o market risk must measure that risk using
its own internal value-at-risk model, subject 1o the
parameters contained in the final rule, and hold a
commensurate amount of capital.

ADOPTION OF A I'INAL RULE REGARDING
INVESTMENT ADVISER ACTIVITIES
IN REGUIATION Y

The Pederal Reserve Board on August 26, 19906,
announced adoption o @ final amendment to
the Board’s intcerpretive rute  regarding  invest-
ment adviser activities contained in Regulation Y
(12 C.ILR. 225.125). The {inal rule was effective
September 30, 1996.

The amendment permits a bank holding company
(and its bank and nonbank subsidiaries) to purchase,
in a fiduciary capacity, securitics of an investiment
company advised by the bank holding company if the
purchase is specitically authorized by the terms of the
instrument creating the fiduciary relationship, by
court order, or by the law of the jurisdiction under
which the trust is administered.

RESCISSION OF A STAI'F INTERPRISTIVE LIETTER

The Federal Reserve Board on August 26, 1996,
determined to rescind a June 27, 1986, stall interpre-
tive letter setting forth restrictions that a bank holding
company must abide by in scling mutual fund and
unit investment trust shares through a nonbanking
subsidiary engaged in sceuritics brokerage. In light of
regulatory changes that have occurred since the issu-
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ance of the so-catted Sovran Letter, the Board deter-
mined that the restrictions contained in the letter
cither have been effectively superseded or are no
longer necessary.

AMENDMENT TO REGUIATIONS REGARDING
LOANS IN AREAS WITI SPECIAL FLOOD
HAZARDS

The Federal Reserve Board is amending regulations
regarding loans in arcas having special flood hazards.
The Board’s action was effective October 1, 1996,
This action implements the provisions of the National
Flood Insurance Reform Act of 1994,

As required by statute, the final rules establish new
escrow requirements for flood insurance premiums,
add reference to the statutory authority and the re-
quirement for lenders and servicers to “force place”
flood insurance under certain circumstances, enhance
flood hazard notice requirements, set forth new
authority for enders to charge fees for determining
whether a property is located in a special flood hazard
arca, and contain various other provisions necessary
to implement the National Ilood Insurance Reform
Act ol 1994,

Similar action is being taken by the Office of the
Comptrolier of the Currency, the Federal Deposit
Insurance Deposit Corporation, the Office of Thrift
Supervision, the National Credit Union Administra-
tion, and the Farm Credit Administration,

PROPOSED ACTIONS

The Federal Reserve Board along with the Office of

the Comptroller of the Currency, the Federal Deposit
[nsurance Corporation, and the Office of Thrift
Supervision (Agencices) on August 8, 1996, requested
comments on a proposal to amend the risk-based
capital guidelines for banks and bank holding com-

panics (banking organizations) regarding the (reat-
ment of collateralized transactions. Comments are
requested by October 15, 1996.

The Federal Reserve Board on August 28, 1996,
requested comment on proposcd revisions to Regula-
tion Y that arc intended (o improve the competi-
tiveness of bank holding companics by eliminating
unnecessary regulatory burden and operating restric-
tions and by streamlining the application and notice
process. Comments are requested by October 31,
1996.

PUBLIC SERVICE ANNOUNCEMENTS
ON THE SALE OF MUTUAL IF'UNDS

The Federal Reserve announced on August 15, 1996,
that it is providing public service announcements to
145 television stations across the United States as
part of its continuing nationwide education program
cntitled “Mutual Funds: Understand the Risks.”

The public service announcements, in 15- and 30-
sccond versions, deal with the sale of mutual funds
and annuitics at banks. The announcements highlight
that these investment products, even when purchased
through banks, are not insured by the Federal Deposit
Insurance Corporation and are subject to market risks,
including loss of principal.

As part of the cducation campaign, the Federal
Reserve System has been offering seminars on this
topic for consumer and banker groups. Additional
information may be obtained from the regional Fed-
eral Reserve Banks. Following is a list of contact
numbers:

Boston (617) 973-3647
New York (212) 720-6136
Philadelphia  (215) 574-6439

(312) 322-5110
(314) 444-8688
(612) 340-2373

Chicago
St. Louis

Minncapolis

Cleveland (216) 579-2891  Kansas City  (816) 881-2681
Richmond (804) 697-8135  Dallas (214) 922-5255
Atlanta (404) 521-8934  San Francisco (4153) 974-2489
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Federal Open Market Committee Meeting

Held on July 2-3, 1996

A meeting of the Federal Open Market Committee

was held in the offices of the Board of Governors of

the Federal Reserve Systemn in Washiagton, D.C., on
Tuesday, July 2, 1996, at 1:00 p.m. at:d continued on
Wednesday, July 3, 1996, at 9:00 a.n.

Present:
Mr. Greenspan, Chairman
Mr, McDonough, Vice Chairman
Mr. Bochne
Mr. Jordan
Mr. Kelley
Mr. Lindsey
Mr. McTeer
Mi. Meyer
Ms. Phillips
Ms. Rivlin
Mr. Stern
Ms. Yellen

Messrs. Broaddus, Guynn, Moskow, and Parry,
Alternate Members of the Federal Open Market
Cowmmittee

Messrs. Hoenig and Melzer, and Ms. Minchan,
Presidents of the Federal Reserve Banks of
Kansas Clity, St. Louis, and Boston respectively

Mr. Kohn, Sceretary and Heonomiist
Mr. Bernard, Deputy Secretary

Mr. Coyue, Assistant Secretary

Mr. Gitluimn, Assistant Sccretary

Mr. Mattingly, General Counsel

Mr. Baxter, Deputy Generat Counsel
Mr. Prell, Economist

Mr. Truman, liconomist

Messrs. D. Lindsey, Mishkin, Promisel, Rolnick,
Rosenblum, Sicgnian, Sinpson, Sniderman,
and Stockton, Associate eonomists

Mr. Fisher, Manager, System Open Market Account
Mr, Winn,! Assistant to the Board, Office of

Board Members, Board of Governors
Mr., Ettin, Deputy Director, Division f Rescarch

and Statistics, Board of Governors

[. Attended portion of meeting concerning 1ssues relating to the
tong-run price objective lor monetary policy.

Messrs. Madigan and Slifman, Associate Directors,
Divisions of Monctary Allairs and Rescarch and
Statistics respectively, Board ol Governors

Mr. Brayton,? Ms. Johnson,” Messrs. Reinhart
and Smith, ¥ Assistant Directors, Divisions of
Research and Statistics, International Finance,
Monctary Aflairs, and International Finance
respectively, Board of Governors

Ms. Kusko? and Mr, Wilcox,? Senior Heonomists,
Divisions of Research and Statistics and
Monctary Affairs respectively,

Board of Governors

Ms. Garrett, Eeononist, Division of Monetary
Aflairs, Board of Governors

Ms. Low, Open Market Sceretariat Assistant,
Division of Monetary Affairs, Board of
Governors

Ms. Holcomb, Ifirst Vice President, Federal Reserve
Bank of Dallas

Mr. Beebe, Ms. Browne, Messrs. Davis, Dewald,
Fisenbeis, Goodlriend, and Hunter, Senior
Vice Presidents, Federal Reserve Banks of
San Francisco, Boston, Kansas City, St. Louis,
Atlanta, Richmond, and Chicago respectively

Mussrs. Kos and Meyer, Vice Presidents, Federat
Reserve Banks of New York and Philadelphia
respectively

By unanimous vote, the minutes of the meeting of
the Federal Open Market Committee held on May 21,
1990, were approved.

The Manager of the System Open Market Account
reported on recent developments in foreign exchange
markets. There were no open market transactions in
loreign currencies for System account during the
period since the meeting on May 21, 1996, and thus
no vote was required of the Comimittee.

The Manager also reported on recent developinents
in domestic financial markets and on System open
market transactions in U.S. government securitics and
federal agency obligations during the period May 21,

2. Attended portion of the meeting relating to the Committee’s
discussion of the cconomic oatlook and its longer-run growth ranges
for the monetary and debt aggregates.,

3. Attended portion of the meeting relating to the Committee’s
review of its swap fine agreenents.
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1996, through July 2, 1996. By unanimous vote, the
Committee ratified these transactions.,

The Conunittee then turned to a discussion of the
cconomic and financial outlook, the ranges tor the
growth of money and debt in 1996 and 1997, and the
implementation of mounetary policy over the inter-
meeting period ahead. A summary of the cconomic
and financial information available at the time of the
meeting and of the Committec’s discussion is pro-
vided below, followed by the domestic policy direc-
tive that was approved by the Committee and issued
to the Federal Reserve Bank ol New York.

The information reviewed at this meeting sug-
gested that economic activity advanced considerably
further in the second quarter, although growth in
aggregate final demand showed some signs of slow-
ing. Consumer spending continued to post sizable
gains, but business investment in equipment and
structures apparently was rising less vigorously, and
higher mortgage rates evidently were starting to exert
some restraint on housing construction activity. Busi-
ness inventories had been brought into better balance
with sales, and production and employment had risen
appreciably. Upward pressures on food and energy
prices had led o somewhat larger increases in the
consuinier price index over recent months.

Nonfarm payroll employment continued to expand
briskly over April and May. Job gains were concen-
trated in the service-producing and construction
industrics, while employment in manufacturing was
stable on balance over the April-May period after
having declined somewhat in 1995 and the first quar-
ter of 1996. The civilian unemployment rale rose in
May to 5.6 percent, which was the average rate for
the year 1o date.

Industrial production increased appreciably further
in May. In contrast to April’s advance, much of
which had resulted from the resumption ol operations
at a major motor vehicle manufacturer after the settle-
ment of a strike, the May rise largely retlected gains
in a wide range of non-auto-related manufacturing
industries as well as a weather-related jump in elec-
tricity generation. The surge in overall output lifted
total utilization ol industrial capacity somewhat
above the average rate recorded during the previous
two quarters.

Total nominal retail sales surged in May afler
having changed little in April; the increase in sales,
coupled with available information on prices, sug-
gested that real consumer spending on goods had
risen substantially on balance since the first quarter.
Recent data (available through April) indicated that
spending on services had incrcased moderately on
balance in recent months. Single-family housing

starts fell considerably in May from the relatively
high April level. The decline suggested that the risc
in mortgage rates in recent months had begun to
damp construction activity, but indicators of housing
demand, such as sales of new and cxisting homes,
remained relatively robust.

Growth in business expenditures on durable equip-
ment and nonresidential structures appeared 10 be
slowing following a surge in outlays in the first
quarter. In May, shipments of nondefense capital
goods rebounded from the substantial decline in
April; however, excluding movements in the volatile
aircralt category, shipments were down on balance
over the two months. Among the major components,
shipments of both computing and communications
equipment fell sharply in April and retraced only part
of that declinc in May. Recent data on new orders
pointed to more modest increases in spending on
business equipment over the months ahead. Nonresi-
dential building activity increased considerably fur-
ther in April (latest data available), but incoming
information on contracts suggested that growth in
nonresidential construction would weaken somewhat
in coming months,

Businesses had made considerable progress in
recent months in bringing their inventories into better
alignment with sales. In manufacturing, stocks rosc
moderately in April after a decline in March. The
stock-to-shipments ratio dropped further in April
and was at a low level. At the wholesale trade
level, inventory accumulation was appreciable in
April after several months of modest growth. The
inventory-to-sales ratio for this sector edged up in
April but remained well below the clevated levels of
last fall. Retail inventories increased slightly in April
after a large decline in March associated with a
substantial liquidation of motor vehicle stocks. The
aggregate ratio of inventories to sales for retail estab-
lishments was around the lower end of its range in
recent years.

The nominal deficit on U.S. trade in goods and
services widened in April from its rate in the first
quarter, reflecting a slightly larger increase in the
value of imports than in that of exports. The expan-
sion in imports was concentrated in oil as U.S. refin-
ers sought to mect growing domestic demand and
rebuild their inventories, The rise in exports was
broadly based, although exports of computers, semi-
conductors, and automotive products edged off.
Economic activity in the major foreign industrial
countrics appeared to have expanded moderately on
balance since the beginning of the year. In the first
quarter, economic performance ranged {rom unex-
pectedly robust in Japan to lurther weakness in



Germany; the limited data available for the sccond
quarter suggested a slowdown in Jepan, a bounce-
back in Germany, and moderate growth in other
major trading partners.

Although upward pressures on energy prices con-
tinued 1o boost overall consumer prices in April and
May, price increases for nonfood, non-cnergy items
remained small. Over the twelve months ended in
May, the tncrease in core consumer piices was appre-
ciably smaller than in the previous twelve-month
period; much of the deceleration reflected swings in
automobile finance charges. At the producer level,
higher prices for finished energy goods over April
and May were partially oflset by slightly lower prices
for finished foods; prices for nonlcod, non-encrgy
finished goods were little changed over the two-
month period and rose less over the twelve months
ended in May than in the comparable year-carlicr
period. Data on average hourly carnings ol produc-
tion and nonsupcervisory workers indicated that this
measure of labor costs had increased by a somewhat
larger amount in the year ended in May than in the
comparable year-carlicr period.

At its meeting on May 21, 1996, the Committee
adopted a directive that called for maintaining the
existing degree of pressure on reserve positions and
that did not include a presumption about the likely
direction of any adjustments to policy during the
intermeeting period. The directive stated that in the
context of the Committee’s long-run objectives for
price stability and sustainable cconoriic growth, and
giving carcful consideration to cconbmic, linancial,
and monetary developments, slightly greater reserve
restraint or slightly lesser reserve restraint would be
acceptable during the intermecting period. The
reserve conditions associated with this directive were
expected to be consistent with moderate growth in
M2 and M3 over coming months.

Open market operations were  directed  toward
maintaining the existing degree of pressure on reserve
positions throughout the intermeeting period. The
federal Tunds rate averaged ncar 5% p2reent, the level
expected to be associated with the urchanged policy
stance. Because the Committee’s decision had been
targely anticipated in financial marke:s, other market
interest rates also were little changed  luring the carly
part of the period. However, market rates increased
appreciably following the release of a strong employ-
ment report in carly June, though most of that rise
was later retraced as expectations of 1ear-term tight-
ching of monetary policy diminished. On balance,
most market rates were up a little over the intermeet-
ing period. Major indexes of stock prices were down
on balance over the period.
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In forcign exchange markets, the trade-weighted
value of the dollar in terms of the other G-10 curren-
cies depreciated slightly over the intermeeting period.
The dollar declined against the German mark and
other Buropean currencics as growing indications of
a recent pickup in cconomic activity in Germany
damped market expectations ol any further casing of
monetary policy by the Bundesbank. By contrast, the
dollar rose against the yen in apparent respouse o a
series of statements by Japanese officials suggesting
that there would be no near-term firming of Japanese
monctary policy.

The broad monetary aggregates were weak in May:
M2 declined, and M3 expanded relatively sluggishly.
The weakness in M2 and M3 was associated i part
with the adverse elfects of the carlier rise i market
interest rates on the opportunity costs o holding
deposits. Deposit balances also may have been drawn
down o meet unusually targe individual tax liabili-
tics on the April 15 tax date. Partial data for June
pointed to a rebound in both aggregates. Por the year
through June, these aggregates were estimated 1o
have grown at rates around the upper bounds ol their
respective annual ranges. xpansion of total domestic
nonfinancial debt had slowed somewhat in recent
months, but the debt aggregate had remained in the
middle portion of its annual range.

The staft” forecast prepared for this meeting sug-
gested that, after a sizable advance in economic activ-
ity in the sccond quarter, growth would moderate and
the economy would expand around or perhaps a little
above its estimated potential. Consumer spending
was projected to expand at a more moderate pace, in
line with disposable income; the favorable effect of
higher equity prices on houschold wealth and the
still-aample availability of credit were expected to
balance persisting consumer concerns aboul job and
retirement seeurity and the restraining cffect of high
houschold debt burdens. Homebuilding was lorecast
to slow somewhat in response (o the back-up in
residential mortgage rates but was expected to remain
at a relatively high fevel in the context ol sustained
income growth and the still-lavorable cash flow
alfordability of home ownership. Business spending
on cquipment and structures was projected o grow
less rapidly in light of the anticipated moderate
growth of sales and profits and the reduced rate of
utilization ol production capacity now prevailing,
The external sector was expected o exert a small
restraining influence on economic activity over the
projection period. even though an anticipated firming
ol economic activity abroad would bolster demand
for U.S. exports. Little further fiscal contraction was
forccast over the projection period. Inflation recently
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had been lifted by adverse developments in energy
markets and was projected to remain above the levels
of recent years, given the still-high level of resource
utilization and the effects of tight grain supplics on
food prices.

In the Committee’s discussion of current and
prospective cconomic developments, members com-
mented on the stronger-than-cxpected expansion in
overall economic activity in recent months, but for a
varicty of reasons they anticipated that growth would
slow appreciably over the sccond half of the year to a
pace more in line with the growth in the economy’s
potential, Key factors bearing on this outlook
included the prospective effects of the rise in interest
rates and the dollar that had occurred since carlier in
the year and the waning influence ol transitory fac-
tors that had stimulated cconomic activity in the
second quarter. The members generally agreed, how-
ever, that, apart from evidence of some moderation in
the growth of business investment expenditures from
a very rapid pace, there were few hard indications of
a slowing in the expansion and the risks were clearly
to the upside of their current lorecasts. Against that
background, they were concerned that inflation could
begin to rise. Cost and price pressures had been
surprisingly well contained at high levels of resource
utilization, but this unusually favorable performance
might not be sustained, and in any event even greater
resource utilization, as would occur if growth did not
moderate appreciably, carried substantial inflation
risk. There were some scattered indications in statisti-
cal and anccdotal reports that tended to suggest that
wage inflation might be trending higher, although key
measures of price inflation, excluding their food and
cnergy components, coatinued to display a flat or
even a declining trend.

In keeping with the practice at mectings when the
Committee sets its long-run ranges for the money and
debt aggregates, the members of the Committee and
the Federal Reserve Bank presidents not currently
serving as members provided individual projections

of the growth in real and nominal GDP, the rate of

unemployment, and the rate of inflation for the years
1996 and 1997. (The ranges in this paragraph take
into account minor revisions made by a few members
subsequent to the meeting.) The forecasts of the rate
of expansion in rcal GDP for 1996 as a whole had a
central tendency ol 2V2 to 2Va pereent, reflecting
expectations of considerable moderation in the rate of
economic growth over the second half of the year; for
1997, the projections centered on continued moderate
growth of GDP in a range of ¥4 10 2% percent. With
regard o the expansion of nominal GDP, the fore-
casts were concentrated in growth ranges of 5 to

55 percent for 1996 and 4% to 5 percent for 1997.
The civilian rate of unemployment associated with
these forecasts was expected by most members 1o
remain around 5% percent this year and to be in a
range of 5% to 5% percent in 1997, This level of
resource utilization was expected to be associated
with a slightly higher rate of inflation in 1996, as
measured by the consumer price index, than that
recorded in 1995 owing to developments in the food
and energy scctors, but a decline was anticipated in
1997. Specifically, the projections converged on rates
of 3 10 3V percent in 1996 and 2% to 3 percent in
1997. The projections for both 1996 and 1997 were
based on individual views concerning what would be
an appropriate monetary poficy over the projection
horizon.

In their assessment of factors bearing on the out-
look for final demand, members commented that
growth in consumer spending was likely to moderate
in coming quarters from its pace thus far this year.
This moderation would reflect the projected slowing
in income growth. While overall employment condi-
tions, the buildup of household net worth, and access
to financing would bolster consumer expenditures,
members also cited a number of limiting factors. The
latter included the increase in consumer indebted-
ness, satisfaction of earlier pent-up demand for con-
sumer durable goods, and continuing concern about

job sceurity. Higher intercst rates also were expected

to exert an inhibiting effect on purchases of consumer
durables, including those related to housing. Some
members observed that while slower growth in con-
sumer spending was the most probable forecast, they
saw an upside risk from the wealth etfects of the
large rise that had occurred in the value of stock
market holdings.

Business expenditures for plant and equipment
were expected to grow at a slower though still appre-
ciable pace. Indeed, such spending already appeared
to be moderating. Contract data suggested that non-
residential construction activity was on a slowing
growth trajectory and expansion of outlays for pro-
ducers’ durable cquipment also appeared to have
softened. Given the outlook for slower growth in
final demand, many businesses would not have to add
significantly to capacity. However, spending for com-
puting equipment, while perhaps moderating trom
the exceptional pace ol recent quarters, was thought
likely to remain buoyant as continuing innovations
and declining prices stimulated further solid gains in
this segment of business spending.

Housing was scen as another important sector of
the economy that was likely to exert a retarding effect
on the expansion as the rise that had occurred in



mortgage interest rates was felt increasingly in hous-
ing markets. The ancedotal informaiion from around
the nation and the available statistics suggested, how-
ever, that those markets gencrally had remained
surprisingly ebullient thus far, and there were only
limited indications ol some softening in home con-
struction activity.

Business inventory investment was viewed as a
key upside risk in the economic outlook for coming
quarters. An inventory overhang at the end of last
year had been corrected in the first quarter, and
inventory investment was indicatee to have turned
positive again in the second quarte. However, cur-
rent inventory-to-sales ratios appeared to be rela-
tively lean, and final sales that exceeded current
expectations might well induce & sharp upward

adjustment in inventory accumulation, especially if

lead times were o lengthen and pro-lucers perceived
shortfalls in their safety stocks.

Members viewed the outlook for inflation as a
source of substantial uncertainty i their forecasts,

though many saw reasonable prospects that a rate of

cconomic expansion in line with their forecasts and
associated levels of capacity uwtilization would prove

to be consistent with little change ie the core rate of

inflation. Some important measures of price inflation,
after adjustment to exclude their volatile food and
energy components, had shown a flat or cven a
declining trend in recent quarters. he outlook for
overall price increases would remain contingent in
part on food and encrgy price developments, but
more importantly on underlying cost pressures in the
economy.

Several members commented that the levels of

utilization of capital and labor resources that had
prevailed over the past couple of years would have
been expected, on the basis of histocical patterns, to
foster rising cost pressures and  greater inflation.
However, labor compensation gains had been sub-
dued in relation to carlicr cyclical ¢¢perience, likely
as a consequence of increased worker concerns about
job security and job opportunitics. Despite the con-
tinued low rate of unemployment and widespread
anecdotal reports of tight labor markets across the
country, there were only limited indications in
national data that wage inflation might be increasing.
Whether greater labor cost pressures would emerge
in the context of the members’ conscasus forecast for
economic activity was a critical issue in the outlook

for prices, though it was noted that at least some of

the rising costs were likely to be absorbed in shrink-
ing profit margins. Even if greater price inflation
were averted under that scenario, the members saw a
substantial risk that il cconomic growth did not slow
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in line with their current forecasts, the resulting added
pressures on resources would at some point translate
into higher price inflation. Accordingly, the factors
beartng on the outlook lor resource use and inflation
needed 1o be monitored with special care in this
period.

With regard o inflation over the long run, the
members agreed that it was esseatial {or the Commit-
tee to continue 1o locus on reducing inflation over
time because the achievement of an cven less infla-
tionary cconomic environment would foster a more
productive economy and maxinum sustainable eco-
nomic expansion. ‘The members acknowledged that
as inflation diminished to very low levels, questions
about the mecasurement of the overall price level
presented difficalt problems for assessing progress
toward price stability. Some also observed that the
precise level of average price inflation that might be
compatible with the optimal functioning of the econ-
omy was an unscitled issue owing, for example, 1o
potential rigidities in labor markets. Thus lar, such
rigidities had not impeded the economy from func-
tioning at a very high level as inflation came down,
and continued adaptation to cven lower inflation rates
was very likely. However, the Committee would need
to pay carelul atiention to these potential problems as
inflation fell further. For now, the niembers agreed
that some additional progress in reducing inflation
was very likely to improve the ultimate performance
of the cconomy, and that it was particularly important
at this juncture to resist firmly any tendency for
inflation to worsen.

In keeping with the requirements of the Hull
Employment and Balanced Growth Act ol 1978 (the
Humphrey- Hawkins  Act), the Commitiee at this
meeting reviewed the ranges for growth of the mone-
tary and debt aggregates that it had established in
January for 1996, and it decided on tentative ranges
for those aggregates for 1997, The current ranges set
in January for the period from the fourth quarter of
1995 1o the fourth quarter ol 1996 were unchanged
from the ranges for 1995 and included expansion of
[ to 5 pereent for M2 and 2 to 6 percent for M3, An
unchanged monitoring range ol 3 to 7 percent was set
in January for growth of total domestic nonfinancial
debt in 1996,

A majority of the members favored retaining the
current ranges for this year and extending them on a
provisional basis to 1997, They anticipated that
growth of M2 and M3 probably would continue at
rates close o the upper limit of their respective
ranges in both years, given the Committee’s expecta-
tions for the performance of the ecconomy and prices.
However, despite a degree of concern about sctting



ranges that did not more comfortably encompass
expected growth, these members preferred not to
change the ranges for a variety of reasons. The cur-
rent ranges {or the broad monctary aggregates could
be viewed as anchors or benchmarks for money
growth that would be associated with approximate
price stability and sustained cconomic  growth,
assuming behavior of velocity in line with historical
experience. Accordingly, « reatfirmation of those
ranges would underscore the Committee’s commit-
ment to a policy of achieving price stability over
time; and in the view ol some members, higher
ranges could raise questions in this regard. Moreover,
a change in the ranges might be misinterpreted as a
signal of greater reliance on the broad monetary
aggregates in the formulation and conduct of mone-
tary policy. In this connection, the members noted
that the behavior of M2 in relation 1o nominal GDP
and interest rates had displayed a pattern over the
past two years or so that was in line with historical
norms before the 1990s. However, in light of difficul-
ties in the carly 1990s and changes in financial mar-
kets, the prospective growth of M2 and its velocity
remained subject to considerable uncertainty and the
members felt that it would be premature for the
Cominittee to place increased reliance on M2 at this
point.

A tfew members preferred somewhat higher growth
ranges for M2 and M3 because such ranges would
more comfortably surround the Committee’s expecta-
tions for monetary growth. The higher ranges would
be more informative for the Congress and the public
as to the money growth likely to be associated with
the Committee’s expected economic outcomes for
the period covered by the ranges. They belicved that
the reasons for establishing the higher ranges could
readily be explained and understood as appropriate
technical adjustments (hat did not imply any lessencd
commitment to the Committee’s price stability goal.
For example, such an explanation appeared to have
been accepted with little or no comment by the public
when the range tor M3 was increased in July 1995,

The Committee members were unanimously in
favor of retaining the current monitoring range of 3 to
7 percent for growth of total domestic nonfinancial
debt in 1996 and extending that range on a provi-

sional basis to 1997, They took account of a stalf

projection indicating that growth of the debt aggre-
gate was likely to slow somewhat from its pace
carlier this ycar in line with some moderation in the

expansion of nominal income. According to the staff

projection, growth in the debt measure would be near
the midpoint of the existing range over the period
through 1997.

At the conclusion of this discussion, the Commit-
tee voted to realtirm the ranges for growth of M2 and
M3 and the monitoring range for expansion of total
domestic nonfinancial debt that it had established in
January tor 1996. For the year 1997, the Committee
approved provisional ranges for M2 and M3 and a
provisional monitoring range for total domestic non-
financial debt that were unchanged Irom the 1996
ranges. In keeping with its usual procedure under the
Humphrey—Hawkins Act, the Committce would
review its preliminary ranges for 1997 early next
year, or sooner if interim conditions warranted, in
light of their growth and velocity behavior and
ongoing cconomic and financial developments.
Accordingly, the Committee voled to incorporate the
following statement regarding the 1996 and 1997
ranges in its domestic policy directive:

The Federal Open Market Committee seeks moncetary
and financial conditions that will foster price stability and
promote sustainable growth in output. In furtherance of
these objectives, the Committee reaftirmed at this mecting
the ranges it had cstablished in January for growth of M2
and M3 of | to 5 percent and 2 (o 6 percent respectively,
measured from the fourth quarter of 1995 to the fourth
quarter of 1996. The monitoring range for growth of total
domestic nonfinancial debt was maintained at 3 to 7 per-
cent for the year, For 1997 the Committee agreed on
tentative ranges for monetary growth, measured from the
fourth quarter of’ 1996 to the fourth quarter of 1997, of [ to
5 percent for M2 and 2 to 6 percent for M3. The Commit-
tee provisionally sct the associated monitoring range for
growth of total domestic nonfinancial debt at 3 to 7 percent
for 1997. The behavior of the monetary aggregates will
continue to be evaluated in the light of progress toward
price level stability, movements in their velocities, and
developments in the economy and financial markets.

Votes for this action: Messrs. Greenspan, McDonough,
Bochne, Jordan, Kelley, McTeer, Meyer, Mses. Phillips
and Rivlin, and Mr. Stern. Votes against this action: Mr.
Lindsey and Ms. Yellen.

Mr. Lindsey and Ms. Yellen dissented because they
preferred somewhat higher ranges for M2 and M3
growth in 1996 and 1997. The central tendencies of
the members’ forecasts of nominal GDP for the two
years were likely to be associated with growth of the
broad monetary aggregates at rates around the top of
the current ranges. Somewhat higher ranges would
morc comfortably encompass the anticipated growth
of the monetary aggregates and in their view would
conform more closely with the provisions and intent
of the Federal Reserve Act that require the System (o
communicate its objectives and plans for monetary
growth to the Congress. They belicved the reasons
for raising the ranges could easily be explained and
understood as a technical adjustment that did not
represent a reduced commitment to the goal of price



stability or an increased emphasis on the monctary
aggregates in policy formulation.

In the Committee’s discussion ol policy for the
intermecting period ahead, all but ore of the mem-
bers supported a proposal to maintair: an unchanged
policy stance. These members also indicated  that
they preferred or could accept an asymmetric direc-
tive that was biased toward restraint, In their view,
the most likely outcome was a slowing ol the expan-

sion (0 a more sustainable pace and a continuation of

subdued inflation. Nevertheless, they were concerned
that the risks to that outcome were tilted toward
higher inflation. While a strong cconomy generally
was a welcome development, at current levels of
resource use a continuation of rapid prowth was not
likely to be sustainable because it vwould have the
potential for adding significantly to inflation pres-
sures. However, inflation had remained relatively
damped thus far, and the rise in interest rales among
other factors was expected to curb demand. More-
over, any tendency for price pressures to mount was
likely to emerge only gradually and be reversible
through a relatively limited policy adjustment. The
current stance ol monetary policy could not be de-
scribed in this view as clearly accommodative. While
the federal funds rate had been reduced appreciably
in nowminal terms over the past year, ts current level
on an inflation-adjusted basis scemed o be only
marginally below its peak prior to wid-1995. In the
circumstances, the Committee could atford to wait
for more cvidence to sece whether additional inflation
pressures were likely 1o develop. A number of key
economic data would become available over the next
several weeks that would provide a much betier basis
for assessing the cconomy’s momentum over the
second half of the year and the outlook for inflation.

A differing view gave more emphasis to prospecls
for rising inflation and the need lor inimediate action
to forestall a buildup of cost and price pressures
before they vndermined the expans on. ‘There was
little firm evidence that economic growth was slow-
ing and reports ol appreciable wage pressures were
increasing. Inflation expectations persisted in finan-
cial markets, and probably in product and labor mar-
kets as well; il they were allowed to worsen, the
Committee’s long-run goal of price stability would
become much more difficult o achieve. Delaying
action risked the need for a greate: adjustment in
policy at a later date with possible disruption to the
ceonomy.

Members observed that an asymmetric directive
would represent a shift from the symuaetric directives
that had been adopted over the past ycar but would be
in keeping with their assessments of the risks of
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higher inflation. Several commented that an asym-
metric directive did not imply a commitment to
tighten monetary policy at some point, whether dur-
ing the intermeeting period or at a (uture meeting, but
it did imply the need for special vigilance. Some
noted that a policy tightening action could tend to
luve a more pronounced cffect than usual because it
would indicate a shift in the direction of policy and
might generate expectations ol further tightening.
Undecer the circumstances, the Committee would con-
sult in some way before any policy tightening was
undertaken.

At the conclusion of the Committee’s discussion,
all but one member indicated that they supported
a dircctive that called for maintaining the existing
degree ol pressure on reserve positions and  that
included a bias toward the possible firming of reserve
conditions during the intermecting period. Accord-
ingly, in the context of the Commitiee’s long-run
objectives for price stability and sustainable eco-
nomic growth, and giving carclul consideration to
cconoiic, ftnancial, and monctary developments,
the Committee decided that somewhat greater reserve
restraint would be acceptable and slightly lesser
reserve restraint might be acceplable during the inter-
miceting period. The reserve conditions contemiplated
at this meeting were expected o be consistent with
moderate growth of M2 and M3 over coming months.

At the conclusion ol the meeting, the Federal
Reserve Bank of New York was authorized and
directed, until instrucled otherwise by the Commit-
tee, 1o execute transactions in the System Account
in accordance with the following domestic policy
directive:

The information reviewed at this meceting suggests that
cconomic activity advanced considerably further in the
second quarter, but increases in finaf demand showed sonie
signs ol moderation. Nonfarm payroll employment was up
substantiatly in April and May; the civilian unemployment
rale rose to 5.6 percent in May. Industrial production
increased appreciably further in May, reflecting gains
across a wide range of industries. Real consumer spending
rose substantially on balance over April and May. Single-
family housing starts ell considerably in May froni a
relatively high fevel in April. Orders and coutracts point (o
some deceleration in spending on business cquipment and
nonresidential structures after a very rapid expansion car
lier in the year. The nominal deficit on ULS. trade in goods
and services widened in April from its rate i the first
quarter. Upward pressures on lood and cnergy prices have
fed to somewhat larger increases in the consumer price
index over recent months,

Most market interest rates have edged higher sinee the
Committee mieeting on May 21, I foreign exchange mar-
kets, the trade-weighted value of the dollar in terms of the
other G-10 currencies has depreciated slightly over the
intermeeting period.



916 Vederal Reserve Bulletin [ 1 October 1996

M2 declined in May, though partial data for June pointed
1o a rebound. Growth of M3 was relatively sluggish in May
but also appears to have turned up in June, For the year
through June, both aggregates are estimated Lo have grown
at rates around the upper bounds of their respective ranges
for the year, Expansion in total domestic nonfinancial debt
hus been moderate on balance over recent months and has
remained in the middle portion of its range.

The Federal Open Market Committee sceks monctary
and financial conditions that will foster price stability and

promote sustainable growth in output. In furtherance of

these objectives, the Committee realfirmed at this mecting
the ranges it had established in January lor growth of M2
and M3 of 1 to 5 pereent and 2 to 6 pereent respectively,
measured from the fourth quarter of 1995 to the fourth
quarter of 1990, The monitoring range for growth of total
domestic nonfinancial debt was maintained at 3 o 7 per-
cent for the year. For 1997 the Committee agreed on
tentative ranges for monetary growth, measured {rom the
fourth quarter of 1996 to the fourth quarter of 1997, of | to
5 percent for M2 and 2 to 6 percent for M3, The Commit-
tee provisionally set the associated monitoring range for
growth of total domestic nonfinancial debt at 3 to 7 pereent
for 1997, The behavior of the monctary aggregates will
continue to be evaluated in the light of progress toward
price level stability, movements in their velocities, and
developinents in the economy and financial markets.

In the implementation of policy for the immediate future,
the Committee secks to maintain the existing degree of
pressure on reserve positions. In the context of the Com-
mittee’s long-run objectives for price stability and sustain-
able cconomic growth, and giving carcful consideration to
ccononic, financial, and monetary developments, some-
what greater reserve restraint would or shightly lesser
reserve restraint might be acceptable in the intermeeting
period. The contemplated reserve conditions are expected
to be consistent with moderate growth in M2 and M3 over
coming months.

Votes  for short-run  policy:  Messrs.  Greenspan,
McDonough, Bochne, Jordan, Kelley, Lindsey, McTeer,
Meyer, Mses. Phillips, Rivlin, and Yellen. Vote against
this action: Mr. Stern.

Mr. Stern dissented because he was convinced that
a modestly more restrictive policy was warranted. In
his view, the momentum of the cconomy and strains
on capacity in labor and some other markets raised
the possibility of an acceleration of inflation that
would jeopardize the economic expansion. This con-
cern aside, Mr, Stern also believed that current cir-
cumstances were favorable for policy action to reduce
inflation further and thercby help to sustain the ongo-
g improvement in the economy.

As a prelude to its formal review later in the year,
the Committee at this mecting considered its existing
network of swap arrangements with a number of
foreign central banks and the Bank for International
Settlements. From time to time in recent years the
Committee had discussed a variety of issues relating
to its foreign cxchange activities and its financial
arrangements with other central banks. In this dis-
cusssion, the Committee considered in particular
whether the swap arrangements, all oft which had
been put in place in the 1960s, remained an appro-
priatc approach to international financial cooperation
among central banks in light ol the evolution of the
international financial system in recent decades, and
whether other approaches should be considered. The
Comumittee made no decisions relating to these mat-
ters, though it was understood that these issues would
be explored further,

It was agreed that the next meeting of the Commit-
tee would be held on Tuesday, August 20, 19906.

The meeting adjourned at 12:50 p.m.

Donald L. Kohn
Sceretary



JOINT FINAL RULE -AMENDMENTS 1O REGULA-
TIONS [ AND'Y

The Oflice of the Comptroller of the Curency (OCC), the
Board ol Governors ol the Federal Reserve System
(Board), and the Federal Deposit Insurance Corporation
(FDICY (collectively, the Agencies) arc amending their
respective risk-based capital standards o incorporate a
measure lor market risk to cover all positions located in an
institution’s trading account and lorcign exchange and
commodity positions wherever located. " e final rule im-
plements an amendment to the Basle Capital Accord that
sets forth a supervisory framework for racasuring market
risk. The effect ol the finad rule is that any bank or bank
holding company (institution) regulated by the OCC, the
Board, or the FDIC, with signilicant exposure o market
risk must imeasure that risk using its own internal value-at-
risk model, subject to the parameters contained in this final
rufe, and must hold a commensurate amount of capital.

Lflective January [, 1997, 12 C.INR. Parts 3, 208, 225,
and 325 are amended as follows:

Part 3 —Minimum Capital Ratios; Issuance of
Directives

I. The authority citation for Part 3 cortinues 1o read as
follows:

Authority: 12 U.S.C. 93, 101, 1818, 1828(n), 1828 note,
I831n note, 1835, 3907, and 3909,

2. Section 3.6 is amended by revising patagraph (a) to read
as follows:

Section 3.6— Minimum capital ratios.

(@) Risk-based capital ratio. All national banks must have
and maintain the minimuny risk-based capital ratio as set
forth in Appendix A (and, for certain banks, in Appen-
dix B).

3. A new Appendix B s added (o Part 310 read as follows:

Appendix B o Part 3 - Risk-Based Capital
Guidelines; Market Risk Adjustmen

Section |
Dale.

Purpose, Applicability, Scepe, and Ellective

917

() Purpose. 'The purpose ol this Appendix is to ensure that
banks with significant exposure (o market risk maintain
adequate capital to support that exposure.! ‘This Appendix
supplements and adjusts the risk-based capital ratio calcu
lations under Appendix A ol this part with respect to those
banks.

(B) Applicability. (1) This Appendix applics to any national
bank whosce trading activity” (on a worldwide consoli-
dated basis) equals:

(1) 10 pereent or more of fotal assets; b or

(i1) $ 1 biltion or more.
(2) The OCC may apply this Appendix to any national
bank if the OCC deems it necessary or appropriate lor
safe and sound banking practices.
(3} The OCC may exclude a nationad bank otherwise
mecting the criteria of paragraph (h)(1) of this seetion
lrom coverage under this Appendix il it determines the
bunk meets such criteria as a consequence of accounting,
opecationad, or similar considerations, and the OCC
deems it consistent with safe and sound banking prac -
lices.

(¢) Scope. 'The capital requirements ol this Appendix sup-

port market risk associated with a bank’s covered posi-

Ltions,

(d) Iffective date. This Appendix is eflective as of Janu-

ary 1, 1997, Compliance is not mandatory untif January 1,

1998. Subject 1o supervisory approval, @ bank may opt (o

comply with this Appendix as carly as Januvary 1, (997

Section 2- - Definitions.

For purposes ol this Appendix, the Tollowing definitions
apply:

(a) Covered positions means all positions in a bank’s
trading account, and all forcign exchange® and commodity

I This Appendix s based on a frameworh developed jointly by
supervisory authoritics from the countries represented on the Basle
Committee on Banking Supervision and endotsed by the Group ol 'Ten
Central Bank Governors. ‘The framework is described ina Basle
Commuttee paper entitled “Amendment 1o the Capttal Accord 1o
Tucorporate Market Risk,”™ Januy 1996,

2. Trading activity means the pross sum ol trading assets and
tabitities as repotted i the banh s most recent quartetly Consotidated
Report of Condition and Income (Call Report).

3. Total assets means quanter end tolal assets as repotted i the
bank’s most recent Call Report.

4. A bank that voluntarily complies with the final tule prior to
January [, 1998, must comply with all of its provisions.

S, Subject 1o supervisory review, a banh may exclode structwial
positions in foreign currencies [tom its covered positions.
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positions, whether or not in the trading account.® Positions
include on-balance-sheet assets and  labilitics and  ofi-
balance-sheet items. Sccurities subject to repurchase and
lending agreements are included as il they are still owned
by the fender.
(b) Marker risk mcans the risk of loss resulting (rom
movenents in market prices, Market risk consists of gen-
cral market risk and specific risk components.,
(1Y General market risk means changes in the market
value of covered positions resulting from broad market

movements, such as changes in the general level of

interest rates, equity prices, foreign exchange rates, or
commuodity prices.

(2) Specific rish means changes in the market value ol

specific positions due to factors other than broad market

movements and includes such risk as the credit risk of an

instrument’s issucr.
() Tier 1 and Tier 2 capital are the same as defined in
Appendix A of this part,
(d) Tier 3 capital is subordinated debt that is unsceured; is
lully paid up; has an original maturity ol at least two years;
is not redeemable before maturity without prior approval
by the OCC; includes a lock-in clause precluding payment
of cither interest or principal (even al maturity) if the
payment would cause the issaing bank’s risk-based capital
ratio to fall or remain below the minimum required under
Appendix A ol this part; and does not contain and is not
covered by any covenants, terms, or restrictions that are
inconsistent with safe and sound banking practices.
(¢) Value-at-risk (VAR) means the estimate of the maxi-
mum amount that the value of covered positions could
decline during a fixed holding period within a stated confi-
dence level, measured in accordance with section 4 ol this
Appendix.

Section 3 -Adjustments to the Risk-Based Capital
Ratio Calculations.

() Risk-bused capital ratio denominator. A bank subject

1o this Appendix shatl calcolate its risk-based capital ratio

denominator as follows:
(1Y Adjusted risk-weighied assets. Caleulate adjusted
risk-weighted assets, which equals risk-weighted assets
(as determined in accordance with Appendix A ol this
part), excluding the risk-weighted amounts of all cov-
ered positions (exeept foreign exchange positions out-
side the trading account and over-the-counter derivative
positions).”
(2) Measure for market risk. Calculate the measure for
ntarket risk, which cquals the sum of the VAR-based
capital charge, the specific risk add-on (il any), and the
capital charge for de minimis exposure (if any).

6. The term trading account is defined in the instructions to the Call
Report.

7. Foreign exchange positions outside the trading account and all
over-the-counter derivative positions, whether or not in the trading,
account, must be included in adjusted risk-weighted assets as deter-
mined in Appendix A of this part.

(1) VAR-based capital charge. The VAR-based capital
charge equals the higher of:
(A) The previous day’s VAR measure; or
(B) The average of the daily VAR mcasures for
cach ol the preceding 60 business days multiplicd
by three, except as provided in scction 4¢e) of this
Appendix;
(i1) Specific risk add-on. The specific risk add-on is
calculated in accordance with section 5 of this Appen-
dix; and
(tii) Capital charge for de minimis exposure, The
capital charge for de minimis exposure is calculated
in accordance with section 4(a) of this Appendix.
(3) Market risk equivalent assets. Calculate market risk
cquivalent assets by multiplying the measure for market
risk (as calculated in paragraph (2)(2) of this section) by
12.5.
(&) Denominator calculation. Add market risk equiva-
fent assets (as caleulated in paragraph (a)(3) of this
section) to adjusted risk-weighted assets (as calculated
in paragraph (a)(1) of this section). The resulting sum is
the bank’s risk-based capital ratio denominator,
(b) Risk-based capital ratio numerator. A bank subject to
this Appendix shall calculate its risk-based capital ratio
numerator by allocating capital as follows:
(1Y Credit risk allocation. Allocate Tier | and Tier 2
capital equal to 8.0 percent of adjusted risk-weighted
assets (as calculated in paragraph ()(1) of this scction).®
(2) Market risk allocation. Allocate Tier |, Tier 2, and
Tier 3 capital equal to the measure for market risk as
caleulated in paragraph (a)(2) of this section. The sum of
Tier 2 and Ticer 3 capital allocated for market risk must
not exceed 250 pereent of Tier | capital allocated for
market risk. (This requirement means that Tier | capital
allocated in this paragraph (b)}(2) must cqual at lcast
28.0 pereent of the measure for market risk.)
(3) Restrictions. (i) The sum of Tier 2 capital (both
allocated and cxcess) and ‘Tier 3 capital (allocated in
paragraph (b)(2) of this scction) may not cxceed
100 percent of Tier 1 capital (both allocated and ex-
cess)
(i) Term subordinated debt (and intermediate-term
preferred stock and related surplus) included in Tier 2
capital (both allocated and excess) may not exceed 50
pereent of Tier 1 capital (both allocated and excess).
(4) Numerator calculation. Add Tier 1 capital (both
allocated and excess), Tier 2 capital (both allocated and
excess), and Tier 3 capital (allocated under paragraph
(b)(2) of this section). The resulting sum is the bank’s
risk-based capital ratio numerator.

8. A bank may not allocate Tier 3 capital to support credit risk (as
calendated under Appeadix A).

9. Excess Tier 1 capital means Tier | capital that has not been
allocated in paragraphs (b)(1) and (b)2) of this section. Excess Tier 2
capital means Tier 2 capital that has not been allocated in paragraph
(b)( 1) and (b)(2) of this section, subject to the restrictions in paragraph
(b)(3) of this section.



Section 4 —Internal Models.

(a) General. Vor risk-based capital purposes, a bank sub-
ject to this Appendix must use its interral model o mea-

sure its daily VAR, in accordance with the requirements of

this scetion.'? The OCC may permit a benk to use alterna-
tive techniques o measure the market risk ol de minimiy
exposures so long as the techniques adequately measure
associated market risk.
(b) Qualitative requirements. A bank subjeet to this Appen-
dix must have a risk management system that meets the
foflowing minimum qualitative requircments:
(1) The bank must have a risk contrc | unit that reports
dircetly 1o senior management and is independent from
business trading, units.
(2) The bank’s internal risk measurem :nt model must be
integrated into the daily management orocess.
(3) The bank’s policies and procedures must idenity,
and the bank must conduct, appropriate stress tests and
backtests.!! The bank’s policies and procedures must
identify the procedures 1o tollow i response to the
results of such tests,
(4) The bank must conduct indepencent reviews ol its
risk measurcment and risk management systems at least
annually.,
(¢) Market risk fuctors. 'The bank’s inicrnal model must
use risk factors sutticient to measure the market risk inher-
ent in all covered positions. The risk Tactors must address
interest rate risk,' cquity price risk, foreign exchange rate
risk, and commodity price risk.
(d) Quantitative requirements. For regulatory capital pur-
poscs, VAR measures must meet the following, quantitative
requirements:
(1) The VAR measures must be caleulated on a daily
basis using a 99 percent, one-lailed conlidence level
with a price shock equivalent to o ten-business day
movement in rates and prices, Inorder to calculate VAR
mceasures based on a ten-day price shock, the bank may
cither calculate ten-day ligures directly or convert VAR
figures based on holding periods other than ten days to
the equivalent ol a ten-day holding, period (lor instance,

10, A bank’s internal model may use any gonerally aceepted mea-
surement techniques, such as varianee coviriance models, historical
simulations, or Monte Carlo simutations. Howe zer, the level of sophis-
tication and accuracy of a bank’s internal mod 21 must be commensu-
rate with the nature and size ol its covered positions. A bank that
wmadifies ity existing. modeling procedures (o comply with thie regire-
ments of this Appendix Tor rish-based capital purposes should, none-
theless, continue to use the internal model it considers most appropri-
ate in evaluating visks for othier purposes.

IE Stress tests provide isfonmation about the impact of adverse
market events on a bauk’s covered positions. Facklests provide infor
mation about the accuracy ol an internal model by comparing a bank’s
daily VAR wmeasuies 1o ity corresponding, darly trading profits and
losses.

12, For material exposures in the magor cinrencies and markets,
modeling techniques must capture spread visk and must incorporale
cnough sepments of the yield carve at least six o capture difler
ences m volatifity wd less than perfect correlation of rates along the
yield curve.
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by muliiplying a onc-day VAR measare by the square
root of ten),

(2) The VAR measures must be based on an historical
observation period (or elfective observation period for a
bank using a weighting scheme or other similar method)
of at feast one year, 'The bank mnust update data sets at
least once every three months or more frequently as
market conditions warrant,

(3) The VAR mcasures must include the risks arising,
from the non-linear price characteristics ol options posi-
tions and the sensitivity of the market value of the
positions to changes i the volatility of the underlying
rates or prices. A bank with a large or complex options
portfolio must measure the volatility of optiots positions
by diflerent maturities.

(4) The VAR measures may incorporate empirical corre-
lations within and across risk categories, provided that
the bank’s process Tor measuring correlations is sound.
In the event that the VAR measures do not incorporate
cmpirical correlations across risk categories, then the
bank must add the separate VAR measures [or the four
major risk categories to determine its aggrepale VAR
measure.

(¢) Backtesting. (1) Beginning one year after a bank starts
to comply with this Appendix, @ bank must conduct
backlesting by comparing cach ol its most recent 250
busitiess days” actual net trading profit or loss's with the
corresponding daily VAR measures generated for inter
nal risk measurcment purposes and calibrated to a one-
day holding period and a 99 pereent, one-lailed confi-
dence level.

(2) Once cach quarter, the bank must identify the num
ber of exceptions, that s, the number of business days
for which the magnitude of the actual daily net trading,
loss, if any, exceeds the corresponding daily VAR mea-
sure.

(3) A bank must use the multiplication factor indicated
in Table | ol this Appendix in determining its capital
charge tor market risk under section 3(a)(2)(1)(13) of this
Appendix until it obtains the next quarter’s backtesting
results, unless the OCC deterniines that a didlerent ad-
Justment or other action is appropriate.

L Multiplication Factor Based on Resulls o Backiesling

Number of exceptions Multiplication factor
4 or fewer 3.00
5 .40
O 3.50
7 3.05
8 375
9 385
1O or more 4,00

13, Actual net tradimg profits and losses typically include such
things as realized and anrealized pams and losses on portfolio posi-
tions as well as fee income and commissons assoctated with trading
activities.
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Scction 5 Specilic Risk.

(&) Specific risk add-on. Por purposes ol section 3(a)(2)(ii)
ol this Appendix, a bank’s specific risk add-on equals the
standard specific risk capital charge caleulated under para-
graph (¢) of this scction. II, however, a bank can demon-
strate to the OCC that its internal model measures the
specilic risk of covered debt and/or cquity positions and
that those measures are included in the VAR-based capital
charge in section 3(0)(2)0) of this Appendix, then the bank
may reduce or eliminate its specilic risk add-on under this
seetion, The determination as to whether a model incorpo-
rates specific risk must be made separately for covered
debtand equity positions.
(1) I a2 model includes the specific visk ol covered debt
positions but not covered equity positions (or vice ver-
sa), then the bank can reduce its specitic risk charge for
the included positions under paragraph (b) of this sce-
tlon. ‘The specific risk charge tor the positions not in-
cluded equals the standard specific risk capital charge
under paragraph (¢) of this section,
(2) It a model addresses the specific risk of both covered
debt and equity positions, then the bank can reduce its
specific risk charge for both covered debt and equity
positions under paragraph (b) ol this section. In this
case, the comparison described in paragraph (b)Y of this
section must be based on the total VAR-based figare for
the specific risk of debt and cquity positions, taking into
account any correlations that are built into the model.
() VAR-Dased specific risk capital charge. In all cases
where a bank measures specilic risk in its internal model,
the total capital charge for specific risk (7.0, the VAR-
based specific risk capital charge plus the specilic risk
add-on) must equal at least SO percent of the standard
specitic risk capital charge (this amount is the minimum
spectfic risk charge).
(D) 10 the portion of o bank’s VAR mcasure that is
attributable to specific risk (multiplicd by the bank’s
multiplication factor if required in section 3(a)(2) of this
Appendix) is greater than or cqual to the minimum
specilic risk charge, then the bank has no specific risk
add-on and ity capital charge for specific risk is the
portion included in the VAR measure.
(2) It the portion of a bank’s VAR casure that is
attributable to specific visk (multiplied by the bank’s
multiplication factor if required in section 3(a)(2) of this
Appendix) is less than the minimuam specilic visk charge,
then the bank’s specitic risk add-on is the difference
between the minimum specttic risk charge and the spe-
cific risk portion of the VAR measure (multiplied by the
bank’s multiplication (actor if required in section 3(a)(2)
ol this Appendix).
(©) Standard specific risk cupttal charge. The standard
spectfic risk capital charge equals the sum of the compo-
nents for covered debt and equity positions as follows:
(1Y Covered debt positions. 3y For purposes ol this
section 5, covered debt positions means lixed-rate or
floating-vate debt insteuments located i the trading,

account and instruments located in the trading account
with values that react primarily to changes in interest
rates, including certain non-convertible  preferred
stock, convertible bonds, and instruments subject to
repurchase and lending agreements. Also included are
derivatives (including written and purchased options)
lor which the underlying instrument is a covered debt
instrument that is subject 1o a non-zero specilic cisk
capital charge.
(A) Tor covered debt positions that are derivatives,
a bank must risk-weight (as deseribed in para-
praph (O)(1)(ii) of this section) the market value of
the eflective notional amount of the underlying debt
instrument or index portlotio. Swaps must be in-
cluded as the notional position in the underlying
debt instrument or index portfolio, with a receiving,
side treated as a long position and o paying side
treated as a short position; and
(13) For covered debt pasitions that are options,
whethier long or shorl, a bank niust risk-weight (as
described in paragraph (¢)(1)(iii) of this scction) the
market value ol the effective notional amount of the
underlying debt instrument or index multiplicd by
the option’s delta.
(i) A bank may net long and short covered debt
positions {(including derivatives) in identical debt is-
sues or indices.
(1) A bank must multiply the absotute value of the
current market value of cach net long or short covered
debt posttion by the apprapeiate specilic visk weight-

2. Specific Risk Weighting Factors for Cavered Debt
Positions

Calepory Remaining maturity Weighting Tactot
(contractual) (in pereent)
Govermment’ ... .. N/A 00
O months or less 25
Qualilying” ....... Over 6 months to 24 1.00
months
over 24 months 1.60
Other' ... N/A 8.00

1. The “povernment” category melades all debt msuuments ol central gov-
crnments of OBECD countries (as defined in Appendix A ol this patt) including
bonds, Treasiy bills, and other short ters instruments, as well as local curtency
instranients of non OFCH cential povernments to the extent the bank has
liabilittes booked i that curency.

20 The “qualilymg”™ category mehudes debt mstruments ot ULS. povernment-
sponsored agencies (as detined m Appendin A ol this part), peneral obligation
debt nstiments issued by states and other polineat subdivisions of OEC'D
countries, mltilateral developient banks (as defined in Appendix A of this
pant), and debt mstruments issued by U.S deposttory institutions or OFCD-
banks (as detined in Appendix A ol this panty that do not quality as capitad of the
ssuing mstiion. This category also includes other debt instuments, including
corporate debt and revenue insttuments assucd by states and other political
subdivisions ol OECD countries, that are' (1) 1ated investiment grade by at feast
two nationally recopntzed credit tating services; (20 tated investient grade by
one nationatly recopnized credit 1ating agency and nol rated less than mivest
ment grade by any other credit rating apency: ot (3) unrated, but deemed to be ol
compatabie mvestment quality by the reportmy bank and the issuer has instin
ments bsted onarecopinzed stock exchange, subject 1o eview by the OCC,

& he mother” category imneludes debtinstraents that are not included m the
povernment or qualitying categories,



ing factor indicated in Table 2 of tns Appendix. The
specific risk capital charge compoaent for covered
debt positions is the sum ol the weighted values.

(2 Covered equity positions. (i) For purposes ol this
section 5, covered cquity positions means equity in-
struments Jocated in the trading ac :ount and instru-
ments located in the trading accouns with values that
react primarily to changes in equity prices, including
voting or non-voting common stock, certain convert-
ible bonds, and commitments o buay or sell equity
instruments. Also incladed are derivatives (including
written and purchased options) for which the underly
ing is a covered equity position,
(A) For covered equity positions that are deriva-
tives, a bank must risk weight (as described in
paragraph (c)}2)(iii) of this scction) the market
value of the elfective notional amount of the under-
lying cquily instrument or cquity portfolio. Swups
must be included as the notional position in the
underlying equity instrument o1 index portfotio,
with a receiving side treated as a fong position and
a paying side treated as a short pesition; and
(B) For covered equity positions that are oplions,
whether long or short, @ bank must risk weight (as
described in paragraph (¢)(2)(1ii) of this section) the
market value of the ellective notional amount of the
underlying equity instrumient or index imultiplied by
the option’s delta,

(i) A bank mray net long and shert covered cquity

positions (including derivatives) inidentical equity

issues or equity indices in the same market.!!

(iil) (A) A bank must multiply the absolute value of

the current market value ol cach net long or shor
covered equity position by a risk weighting lactor of
8.0 pereent, or by 4.0 percent if the equity is held in a
portfolio that is both fiquid and wd H-diversificd. Tor
covered equily positions that are incex contracls conm-
prising a well diversified portfolio of cquity instru-
meits, the net long or short pasition is multiplicd by a
risk weighting, lactor of 2.0 percent,
(B) For covered equity positions from the following,
Tutures-related arbitrage strategics, a bank may ap-
ply a 2.0 pereent risk weighting, [actor to one side
(long or short) of cach position with the opposite
side exempt from charge:
(1) Long and short positions in exactly the same
index at difterent dates o i diflferent market
centers; or
(2) Long and short positions i index contracts at
the same date tn difterent but similar indices.
(C) Tor Tutures contracts on browdly-based indices
that are nwatched by olfsetting pesitions in a basket

14, A bank tiay also net positions in depository recelpts against an
opposite position o the underlying equity or wdentical equity in
different markets, piovided that the bank includs the costs of conver
sion.
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of stocks comprising the index, a bank may apply a
2.0 pereent rish weighting factor (o the Tutares and
stock basket positions (long and short), provided
that such trades are deliberately entered into and
separately controlled, and that the baskel of stocks
comprises at {east Y0 pereent of the capitalization
ol the indes.

(iv) The specilic risk capital charge component for

covered equity positions is the swm ol the weighted

vilues.

Section 6 - Reservation of Authority.

The OCC reserves the authority 1o modify the applicution
ol any ol the provisions in this Appendix to any bank, upon
reasonable justification,

Part 208- Mewmbership of State Banking
Institutions in the Fedeval Reserve System
(Regulation 1)

I, The authority citation for Part 208 is revised 1o read as
follows:

Authority: 12 US.C0 36, 248(0), 248(¢), 321 338a, 371d,
461, 481-486, 601, 611, 1814, 1823(j), 1828(0), 18310,
E831p- [, 3105, 3310, 3331-3351, and  3906-3909,
15 US.CO78b, T8I(b), 781(g), T8I(1), T80-4(c)(5), 78q,
T8¢ 1, and 78w; 31 US.CL5318; 42 U.S.CL 40124, 41044,
4104b, 41006, and 4128.

2.1 Pant 208, section 208,13 is revised o read as lollows:

Section 208.13  Capital Adequacy.

The standards and guidelines by which the capital ade-
quacy of state member banks will be evaluated by the
Bouard are set forth in Appendix A and Appendix 1 for
risk-based capital purposes, and, with respect (o the ratios
relating capital to total assets, in Appendix B to Part 208
and in Appendix B to the Board’s Regulation Y, 12 CLER,
Part 225.

Ao In Part 208, Appendix A is amended in the introductory
text, by adding @ new paragraph after the second undesig-
nated paragrapl to read as follows:

Appendix A to Part 208 Capital Adequacy
Guidelines for Statc Member Banks; Risk-Based
Mecasure

i

In addition, when certain banks that engage in trading,
activities caleulate therr risk-based capital ratio under this
Appendix A, they must also refer o Appendix 19 of this
part, which incorporates capital charges for certain market
risks into the risk-based capital ratio. Whea calealating
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their risk-based capitad ratio under this Appendix A, such
banks are required to refer to Appendix E of this part for
supplemental tules 1o determine qualifying and excess
cupital, caleulate risk-weighted assets, calculate market
risk cquivalent assets, and caleulate risk-based capital ta-
tios adjusted for market risk.

4. In Part 208, a new Appendix B s added 1o read as
follows:

Appendix Foto Part 208 - - Capital Adequacy
Guidelines for State Member Banks; Market Risk
Mecasure

Scction 1 Purpose, Applicability, Scope, and
Lilfective Date.

() Purpose. The purpose of this Appendix is to ensure that
baoks with significant cxposure to nrarket risk maintain
adequate capital o support that exposure.' This Appendix
supplements and adjusts the risk-based capital ratio caleu-
lations under Appendix A of this part with respeet o those
banks.

(b)Y Applicability. (1) This Appendix applics to any insured
state member bank whose trading activity” (on a world-
wide consolidated basis) cquals:

(1) 10 pereent or more ol total assets;? or

(i1) $1 billion or more.
(2) 'fhe lederal Reserve may additionally apply this
Appendix to any insured state member bank il the Fed-
eral Reserve deems it necessary or appropriate for sale
and sound banking practices.
{3) The Federal Reserve may exclude an insured state
member bank otherwise meeting the crtteria ol para-
praph (b)(1) of this scction from coverage under this
Appendix it it determines the bank ncets such eriteria as
a conscquence ol accounting, operational, or sinilar
considerations, and the Federal Reserve deems il consis-
tent with sale and sound banking practices.

(¢) Scope. The capital requirements of this Appendix sup-

port market risk associated with a bank’s covered posi-

tions.

1. A portfolio is hquid and well diversified il
(1) 1t is characterized by a bimited seasitivity to price changes of
any single equity ssue or closely selated group ol equity issues
held in the portiolio;
() "The volatility ol the portfolio’s value is not dominated by the
volatility ot any individual equity issue or by equity ssues (yom
any single industry or economic sector;
(3) It contains a large number of individual equity positions, with
1o single position representing a substantial portion of the portior
lia's total market vadue; and
() Tt conststs manly of issues taded on orpanized exchanges or
i well-established over-the counter markets.

2. Trading activity means the gross sume ol trading assets and
fablities as reported in the bank’s most recent quarterty Consolidated
Report of Condition and [ncome (Cadl Report).

3. Total assets means quanter end total assets as aeported - the
bank’s most recent Call Repoit.

(d) fffective date. "This Appendix is cflective as of Janu-
ary 1, 1997, Compliance is not mandatory until January 1,
1998, Subject to supervisory approval, a bank may opt 1o
comply with this appendix as carly as January 1, 19974

Scetion 2— -Delinitions.

For purposes ol this Appendix, the following definitions
apply:

(0) Covered positions mcans all positions in a bank’s
trading account, and all forcign exchange® and commodity
positions, whether or not in the trading account.® Positions
include on-balance-sheet assets and  labilitics and  off-
balance-sheet ftems. Sceuritics subject 1o repurchase and
lending agreements are included as il they are still owned
by the lender.
(b) Market risk means the risk of loss resulting from
movements in market prices. Market risk consists ol gen-
cral market risk and specilic risk components.
(VY General market visk means changes in the market
value of covered positions resulting from broad market
movenients, such as changes in the general level of
interest rates, equity prices, {oreign exchange rates, or
commodily prices.
(2) Specifie rish means changes in the market value of
specific positions due 1o Tactors other than broad market
movements and includes such risk as the credit risk of an
instrument’s issuct.
(¢) Tier | and Tier 2 capital are defined in Appendix A ol
this part.
() Tier 3 capital is subordinated debt that is unsecured; is
fully paid up; has an original maturity of at least two ycars;
is not redeemable belore maturity without prior approval
by the Federal Reserve; includes a lock-in clause preclud-
ing payment of cither interest or principal (even at matu-
rity) if the payment would cause the issuing bank’s risk-
based capital ratio to fall or remain below the minimum
required under Appendix Aol this part; and does not
contain and s not covered by any covenants, terms, or
restrictions that are inconsistent with safe and sound bank-
ing practices,
(¢) Vulne-ar-risk (VAR) means the estimate ol the maxi-
mum amount that the value of covered positions could
decline during @ lixed holding period within a stated conti-
dence level, measured in accordance with section 4 of this
Appendix.

4. A bank that voluntarily complies with the linad rule prior 1o
Januany 1, 1998, must comply with all of its provisions.

5. Subject 1o supervisory review, a bank may exclude structural
positions in foreign currencies from its covered positions.

6. The term trading account is defined in the instructions to the Call
Repotl.



Scction 3- - Adjustments to the Risk-Based Capital
Ratio Calculations,

() Risk-based capital ratio denominator A bank subject
1o this Appendix shatt calcufate its cisk-based capital ratio
denominator as follows:
(1) Adjusted risk-weighted assets. Calculate adjusted
risk-weighted assets, which equals risk-weighted assets
(as determined in accordance with Appendix A of this
part), excluding the risk-weighted amounts of all cov-
ered positions (except foreign exchange positions out-
side the trading account and over-the-counter dertvative
positions).”
(2) Measure for market risk. Calculate the measure for
market risk, which cquals the sum o the VAR-based
capital charge, the specific risk add-on (it any), and the
capital charge for de mininiis exposare; (il any).
(i) VAR-based capital charge. 'The VAR-basced capital
charge equals the higher of:
(A) The previous day’s VAR meacure; or
(B) The average of the daity VAR mcasures (or
cach ol the preceding 60 business days multiplicd
by three, except as provided in scetion 4(e) of this
Appendix;
(it) Specific risk add-on. The speciiic risk add-on is
caleulated in accordance with scctiot S ol this Appen-
dix; and
(it)) Capital charge for de tninim s exposure. 'The
capital charge tor de minimis exposure is calculated in
accordance with scction 4(a) of this Appendix.
(3) Market risk equivalent assets, Calculate market risk
equivalent assets by multiplying the measure for markelt
risk (as calculated in paragraph (2)(2) of this section) by
12.5.
(4) Denominator calcnlation. Add market risk cquiva-
lent assets (as caleulated in paragrash (2)(3) of this
section) to adjusted risk-weighted assats (as calculated
in paragraph (a)(1) ol this scction). The resulting sum is
the bank’s risk-basced capital ratio denominator.
(b) Risk-based capital ratio numerator. A bank subject to
this Appendix shall caleulate its risk-based capital ratio
numerator by allocating capital as follow s:
(V) Credit risk allocation. Allocate ‘lier 1 and Tier 2
capital cqual to 8.0 percent of adjusted risk-weighted
assets (as caleulated in paragraph (a)(1) of this scction).®
(2) Market risk allocation. Allocate Tier 1, Tier 2, and
Tier 3 capital cqual to the measure for market risk as
calculated in paragraph (a)(2) of this scction. The sum of
Ticer 2 and Tier 3 capital allocated for market risk must
not exceed 250 pereent of Tier | capital allocated for
market risk. (This requirement means that Tier 1 capital

7. Toreign exchange positions outside the trading account and all
over-the-counter derivative positions, whether or not in the trading
account, must be included in adjusted risk weishited assets as deter-
mnined in Appendix A of this pait.

K. A bank may not allocate "Fier 3 capital to support credit risk (as
calculated under Appendix A of this part).
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allocated in this paragraph (b)Y2) must cqual at [east

28.6 pereent of the measure for market risk.)

(3) Restrictions. (1) The sum of Tier 2 capital (both

allocated and excess) and Tier 3 capital (allocated in
paragraph (b)(2) of this scection) may not exceed
100 percent of Tier 1 capital (both allocated and
cxeess).!
(i) "Term subordinated debt (and intermediate-term
preferred stock and related surplus) included in Tier 2
capital (both allocated and excess) may not exceed
50 percent of Tier | capital (both atlocated and ex-
Cess).

(4) Numerator caleulation. Add Tier 1 capital (both

allocated and excess), Tier 2 capital (both allocated and

excess), and Tier 3 capital (allocated under para-
graph (b)(2) of this section). The resulting suin is the
bank’s risk-bascd capital ratio numerator.

Scction 4—Internal Models.

(a) General. Vor risk-based capital purposes, a bauk sub-
jeet o this Appendix must use its internal model to mea-
sure its daily VAR, in accordance with the requirements of
this scction.' "The Pederal Reserve may permit a bank to
use alternative techniques to measure the market risk of
de minimis exposures 8o long as the techniques adequately
measure associaled market risk.
(h) Queaditative requirements. A bank subject 1o this Appen-
dix must have a risk management system that meets the
following minimum qualitative requirements:
(1) The bank must have a risk control unit that reports
directly to senior management and is independent from
business trading units.
(2) The bank’s internal risk measurement model must be
integrated into the daily management process.
(3) 'Ihe bank’s policies and procedures must identify,
and the bank must conduct, appropriate stress tests and
backtests.!! 'The bank’s policics and procedures must
identify the procedures to follow in response to the
results of such tests.

9. Lixcess Tier | ocapital means ‘Tier 1 capital that has not been
allocated in paragraphs (0)(1y and (b)(2) ol this section. Excess 'lier 2
capital means Tier 2 capital that las not been allocated in para-
graph (b)(1) and (b)(2) of 1his scction, subject 10 the restrictions in
paragraph (b)(3) of this section.

10. A bank’s internal model may use any generally accepted mea-
surement teehniques, such as variance-covariance models, historical
simulations, or Monte Carlo simulations. However, the level of sophis-
tication and accuracy ol a bank’s internal model must be commensu
rate with the nature and size of its covered positions. A bank tha
modifies its existing modeling procedures to comply with the vequire
nents of this Appendix for tisk-based capital purposes should, none-
theless, continue to use the internal model it considers most appropri-
ate in evaluating tisks for other purposes.

11, Stress tests provide intormation about the impact of adverse
market events on a hank’s covered positions. Backtests provide infor-
niation about the accuracy of an tternal model by comparing a bank’s
daily VAR measures o its corresponding daily trading profits and
losses.
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(4) The bank must conduct independent reviews ol its
risk measurement and risk management systems at least
annually.

(¢) Market risk factors. 'The bank’s internal model must

use risk factors suflicient to measure the market risk inher-

ent in all covered positions. The risk factors must address
interest rate risk,' cquity price risk, foreign exchange rate
risk, and commodity price risk.

(d) Quantitative requirements. Tor regulatory capital pur-

poses, VAR measures must meet the following quantitative

requirements:
(1) The VAR measures must be caleulated on a daily
basis using a 99 pereent, one-tailed confidence level
with a price shock cquivalent to a ten-business day
movement in rates and prices. In order to caleulate VAR
measures based on a ten-day price shock, the bank may
cither calculate ten-day figures directly or convert VAR
figures based on holding periods other than ten days to
the equivalent of a ten-day holding period (for instance,
by multiplying & one-day VAR micasure by the square
oot of ten).
(2) The VAR measures must be based on an historical
observation period (or eflective observation period for a
bank using a weighting scheme or other simifar method)
ol at least one year. The bank must update data sets at
least once every three months or more frequently as
market conditions warrant.
(3) The VAR micasures must include the risks arising
lrom the non-lincar price characteristics of options posi-
tions and the sensitivity of the market value of the
positions 1o changes in the volatility of the underlying
rates or prices. A bank with a large or complex options
portfolio must measure the volatility of options positions
by diflerent maturitics,
(4) The VAR measures may incorporate empirical corre-
lations within and across risk categories, provided that
the bank’s process for measuring correlations is sound.
In the event that the VAR measures do not incorporate
cmpirical correlations across risk categories, then the
bank must add the separate VAR measures for the four
major visk categories to determine its agpregate VAR
neasure.

(¢) Backtesting. (1) Beginning one year after a bank starts
to comply with this Appendix, a bank must conduct
backtesting by comparing cach of its most recent 250
business days’ actual net trading profit or loss'? with the
corresponding daily VAR measures generated [or inter-
nal risk measurement purposes and calibrated to a one-

12, For material exposures m the major curtencies and markels,
modeling technigues must capture spread visk and must incorporate
enough segments of the yield curve  at least six - to capture difter-
ences in volatility and less than perfeet correlation ol rates along the
yield curve.

13, Actual net trading profits and losses typically include such
things as realized and unrealized gains and losses on portfolio posi-
tivns as well as fee income and commissions assoctated with trading
activities.

day holding period and a 99 percent, one-tailed confi-
dence level.

(2) Once cach quarter, the bank must identily the num-
ber of exceptions, that is, the number ol business days
{for which the magnitude of the actual daily net trading
loss, il any, exceeds the corresponding daily VAR mea-
sure.

(3) A bank must use the multiplication factor indicated
in Table 1 of this Appendix in determining its capital
charge for markelt risk under section 3(2)(2)(i)(B) of this
Appendix until it obtains the next quarter’s backtesting
results, unless the Federal Reserve determines that a
difterent adjustment or other action is appropriate.

1. Multiplication Factor Based on Results of Backtesting

Number of exceptions

Multiplication factor

4 or fewer 3.00
5 3.40
6 3.50
7 3.65
8 3.75
9 3.85
10 or more 4.00

Section 5-—Specific Risk.

(a) Specific risk add-on. For purposes of section 3(a)(2)(it)
of this Appendix, a bank’s specific risk add-on cquals the
standard specific risk capital charge calculated under para-
graph (¢) of this section. If, however, a bank can demon-
strate to the Federal Reserve that its internal model mea-
sures the specific risk of covered debt and/or equity
positions and that those measures are included in the
VAR-based capital charge in scction 3(0)(2)(i) ol this Ap-
pendix, then the bank may reduce or eliminate its specific
risk add-on under this section. The determination as to
whether a model incorporates specific risk must be made
separately for covered debt and equity positions.
(D) If a model includes the specific risk of covered debt
positions but not covered cequity positions (or vice ver-
sa), then the bank can reduce its specific risk charge for
the included positions under paragraph (b) of this sec-
tion. The specitic risk charge for the positions not in-
cluded cquals the standard specific risk capital charge
under paragraph (¢) of this section.
(2) If a model addresses the specific risk of both covered
debt and equity positions, then the bank can reduce its
specitic risk charge for both covered debt and cquity
positions under paragraph (b) of this section. In this
case, the comparison described in paragraph (b) of this
scetion must be based on the total VAR-based Gigure lor
the spectfic risk of debt and cquity positions, taking into
account any correlattons that are built into the model.
(b) VAR-based specific risk capital charge. In all cases
where a bank measures specitic risk in its internal model,
the total capttal charge for specific risk (7.e., the VAR-
based specitic risk capital charge plus the specific risk
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add-on) must equal at least 50 pereent of the standard 2. Specilic Risk Weighting Factors for Covered Debt
specific risk capital charge (this amount is the minimum Positions
specific risk charge). - : .
specilic , isk cha g'k) ) . ) Category Remaining Maturity Weighting Factor
(I).H the portion ni a ‘l)llllk S \(Alf measure that is (contractual) (i percent)
attributable o specific risk (multiplied by the bank’s Govement. 17 wa T o —
ey . . g . . . . - . vernment ..., .
multiplication factor if required in section 3(a)(2) of this roverime /
Appendix) is greater than or cqual to the minimum 6 months or less 25
specific risk charge, then the bank has no specilic risk Qualitying ........ over 0 months o 24 1.00
add-on and its capital charge for specific risk is the months
portion included in the VAR measure. over 24 months .60
(2) If the portion of a bank’s VAR mcasure that is OBCT e N/A .00

attributable 1o specific risk (multiplic 1 by the bank’s
multiplication factor if required i sectiom 3(a)(2) of this
Appendix) is less than the mininom specific risk charge,
then the bank’s specilic risk add-on s the difference
between the mintmum specific risk charge and the spe-
cific risk portion of the VAR measure (nultiplicd by the
bank’s multiplication tactor if required i section 3(a)(2)
of this Appendix).

(A) The government category includes all debt in-
struments of central governments oft OECD-based
countrics including bonds, Treasury bills, and
other short-term instruments, as well as local cur-
rency instruments of non-OECD central govern-
ments to the extent the bank has liabilitics booked
in that currency.

(¢) Standard specific risk capital charge, The standard (B) The gualifying category includes debt instru-
specific risk capital charge cquals the sum of the compo- ments of U.S. government-sponsored agencics, pen-
nents for covered debt and equity positions as follows: cral obligation debt instruments issued by states
(1) Covered debt positions. (i) For durposes of this and other political subdivisions ol ORC'D-based
section 5, covered debt positions incans fixed-rate or countrics, multilateral development banks, and debt
floating-rate debt instruments locatcd in the trading instruments issued by US. depository institutions
account and instruments located in the trading account or OECD-banks that do not qualify as capital of the
with values that react primarily 1o changes in interest issuing institution.'s This category also includes
rates, including certain non-convertible  preferred other debt instruments, including corporate debt
stock, convertible bonds, and instruments subject to and revenue instruments issued by states and other
repurchase and lending agreements. Also included are political subdivisions of QECD countries, that arc:
derivatives (including written and purchased options) (1 Rated investment-grade by at least two na-
for which the underlying instrunent is a covered debt tionally recognized credit rating services;
instroment that is subject to a non-vero specific risk (2) Rated investment-grade by one nationally
capital charge. recognized credit rating agency and not rated less
(A) For covered debt positions that are derivatives. than investiment-grade by any other credit rating
a bank must risk-weight (as deseribed in para- ageney; or
graph (c)(1){ii1) of this section) the market value of () Unrated, but deemed (o be of comparable
the cifective notional amount of th> underlying debt investinent quality by the reporting bank and the
instrument or index portfolio. Svaps must be in- issucr has instrumients listed on a recognized
cluded as the notional position in the underlying stock exchange, subject 1o review by the Federal
debt instrument or index portlolio, with a receiving Reserve.
side treated as a long position aad a paying side (C) The orher category includes debt instruments
treated as a short position; and that are not included in the government or qualify-
(B) Tor covered debt positions that are options, ing culegorics.
whether long or short, a bank must risk-weight (as (2) Caovered equity paositions. (i) For purposes of this
deseribed in paragraph (¢)(1)(ii) of this seetion) the section 5, covered cquity positions means cquity in-
market value of the effective notional amount of the struments located in the trading account and insteu-
underlying debt instrument or index multiplied by ments located in the trading account with values that
the option’s delta. react primarily to changes in equity prices, including,
(i) A bank may net long and short covered debt voling or non-voling common stock, certain convert-
positions (including derivatives) in identical debt is- ible bonds, and commitments to buy or sclf cequity
sues or indiees. instruments. Afso included are derivatives (including

(1) A bank must multiply the absolute value of the
current market vatue of cach net long: or short covered
debt position by the appropriate specific risk weight- S , .
. . L P 3 ol Lo 14, Organization for Lconomic Cooperation and  Development
ing factor indicated in ‘Table 2 of this Appendix. The e ) S . S

. . . (OECD)-based countries is defined in Appendix A of this pait.
specific visk capital charge component for covered I3, US. government sponsored agencies, multilateral development
debt positions is the sum of the weighted values. banks, and OECD banks are defined in Appendix A of this parl,
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written and purchased options) for which the underly-

ing is a covered equity position,
(A) Tor covered equity positions that are deriva-
tives, a bank must risk weight (as described in
paragraph (cH2)(i) of this section) the market
value of the elfective notional amount of the under-
lying cquity instrument or equity portfolio. Swaps
must be included as the notional position in the
underlying cquity instrument or index portlolio,
with a receiving side treated as a long position and
a paying side treated as a short position; and
(B) lor covered equity posttions thal are options,
whiether long or short, a bank must risk weight (as
deseribed in paragraph ((2)i) ol this scetion) the
market value of the effective notional amount of the
underlying equity instrument or index multiplied by
the option’s delta,

(i) A bank may net long and short covered equity

positions (including derivatives) in identical equity

issues or equity indices in the same market.'©

(it1) (A) A bank must multiply the absolute value of

the current market value of cach net tong or short
covered equity position by a risk weighting, factor
ol 8.0 pereent, or by 4.0 pereent il the equity is held
in a portfolio that is both liquid and  well-
diversified."” Por covered equity positions that are
mdex contracts comprising a well-diversified port-
folio of cquity instruments, the net long or short
position is multipticd by a risk weighting lactor of
2.0 pereent.
(13) For covered equity positions [rom the following
futures-related arbitrage strategies, a bank may ap-
ply a 2.0 pereent risk weighting lactor 1o one side
(long or short) of cach position with the opposite
side exempt from charge, subject to review by the
Pederal Reserve:

(/) Long and shott positions in exactly the same

index at dilferent dates or in different market

centers; or

(2) Long and short positions in index contracts at

the same date in different but similar indices.
(C) For futures contracts on broadly-basced indices
that are matched by oflsetting positions in a basket

6. A bank may also net positions in depository recerpls against an
opposite position - the undetlying equity or identical equity in
different markets, provided that the bank includes (the costs ol convet
S10tL.

17. A portiotio is liquid and well-diversificd i

(1) [tis characterized by a thnited sensitivity 1o price changes of
any single equity 1ssue o closely related groap of equity issucs
held in the portfolio;

(2) The volatility of the portfolio’s vilue is not dominated by the
volatility ot any indrvidual equity issuc or by cquity issucs from
any single industry or ecconomue sector;

(3) Ircontains a large number of individual equity positions, with
no single posttion tepresenting a substantial portion ol the portfo-
fio's total market value; and

(4 Tt consists mamty ol issues traded on organized exchanges or
in well-established over the counter markets,

of stocks comprising the index, a bank may apply a
2.0 pereent risk weighting lfactor to the futures and
stock basket positions (long and short), provided
that such trades are deliberately entered into and
separately controlled, and that the basket of stocks
comprises at least 90 percent of the capitalization
of the index.

(iv) The specific risk capital charge component for

covered equity positions is the sum of the weighted

values.

Part 225—Bank Holding Companies and Change in
Bank Control (Regulation Y)

[ The authority citation for Part 225 continues to read as
follows:

Authority: 12U.8.C. 1817()(13), 1818, 18313, 1831p-1,
1843(C)(8), 1844(b), 1972(1), 31006, 3108, 3310, 3331-
3351, 3907, and 3909,

2. In Part 225, Appendix A is amended in the introductory
text, by adding a new paragraph after the second undesig-
nated paragraph to read as follows:

Appendix A to Part 225 Capital Adequacy
Guidelines Tor Bank Holding Companices:
Risk-Basced Measure

ko a4 ok

In addition, when certain organizations that engage in
trading activities caleulate their risk-based  capital ratio
under this Appendix A, they must also refer to Appendix B
ol this part, which incorporates capital charges for certain
market risks into the risk-based capital ratio. When calcu-
lating, their risk-based capital ratio under this Appendix A,
such organizations are required to refer to Appendix 1 ol
this part for supplemental rules to determine qualifying and
excess capital, calenlate risk-weighted assets, calcutatle
market risk equivalent assets, and caleulate risk-based cap-
ital ratios adjusted for market risk.

L R S

3. In Part 225, a new Appendix Fois added to read as
follows:

Appendix F to Part 225—Capital Adequacy
Guidelines for Bank Holding Companics: Market
Risk Mcasure

Scetion - Purpose, Applicability, Scope, and
Elfective Date.

() Purpose. T'he purpose of this Appendix is to ensure that
bank holding companies (organizations) with significan
exposure 1o market risk maintain adequate capital to sup-



port that exposure.! This Appendix supslements and ad-

justs the risk-based capital ratio calculations under Appen-

dix A of this part with respect to those orsanizations.

(b)y Applicability. (1) This Appendix applies o any bank
holding company whose trading activity” (on a world-
wide consolidated basis) equals:

(i) 10 pereent or more of total assets;* or

(1) $1 billion or more.
(2) The Federal Reserve may additimally apply this
Appendix to any bank holding compiny if the Federal
Reserve deems it necessary or appropriate for safe and
sound banking practices.
(3) The Federal Reserve may exclud: a bank holding
company otherwise meeting the  crtteria of para-
graph (b)(1) of this section from coverage under this
Appendix il it determines the organization meets such
criteria as a conscequence of accountit g, operational, ot
similar considerations, and the ederal Reserve deems it
consistent with safe and sound banking practices.

(¢) Scope. The capital requirements ol this Appendix sup-

port market risk associated with an organization’s covered

positions.

(d) Effective date. 'This Appendix is elective as ol Jan-

uary 1, 1997, Compliance is not mandatory until January [,

1998. Subject to supervisory approval o bank holding

company may opt o comply with this Appendix as carly as

January 1, 19974

Scetion 2—Definitions.

For purposes of this Appendix, the fol owing definitions
apply:

(a) Covered positions means all positions in an organiza-
tion’s trading account, and all foreign exchange® and com-
modity positions, whether or not in the trading account.®
Positions include on-balance-sheet ass:ts and liabilitics
and off-balance-sheet items. Sceurities subject 1o repur-
chase and lending agreements are included as it still owned
by the lender.

(b)Y Market risk means the risk ol loss resulting [rom
movements in market prices. Market risk consists ol gen-
cral market risk and specific risk components.

. This Appendix 1s based on a framework developed jointly by
supervisory authorities [rom the countries represented on the Basle
Commitlee on Banking Supervision and endorsed by the Group of 'Ten
Central Bank Governors, The frimework is described inoa Basle
Committee paper entitled “Amendment to the Capital Accord (o
Incorporate Market Risk,” fanuary 1996,

2. Trading activily means the pross sum of trading assets and
labilities as reported in the bank holding company’s most 1ecent
quarterly Y-9C Report,

3. Total assets means quarter end total assels os reported in the bank
holding company s most recent Y-9C Report,

4. A bank holding company that voluntarily complies with the final
rule prior o January 1, 1998, must comply with all of its provisions,

5. Subject 1o supervisory review. a bank nay exclude stiuctural
positions in foreign currencies from its covered positions.

6. 'The term trading account is defined in the instructions to the Call
Report.

Legal Developments 927

(1y General market risk means changes in the market
value of covered positions resulting from broad market
movements, such as changes in the general level of
interest rales, cquity prices, foreign exchange rates, or
commodity prices.
(2) Specific risk means changes in the market value of
specific positions due to factors other than broad market
movements and includes such risk as the credit risk of an
instrunient’s jssuer.
(¢) Tier I and tier 2 capital are defined in Appendix A of
this part.
() Tier 3 capital is subordinated debt that is unsccured; is
fully paid up; has an original maturity of at least two years;
is not redeemable belore maturity without prior approval
by the Tederal Reserve; includes a lock-in clause preclud-
ing payment of cither interest or principal (cven at matu-
rity) if the payment would cause the issuing organization’s
risk-based capital ratio to falt or remain below the mini-
mum required under Appendix A of this part; and does not
contain and is not covered by any covenants, terms, or
restrictions that are inconsistent with sale and sound bank-
ing practices.
(¢) Vulue-at-risk (VAR) means the estimate of the maxi-
mum amount that the value of covered positions could
decline due to market price or rate movements during a
lixed holding period within a stated confidence level, mea-
sured in accordance with scction 4 of this Appendix.

Section 3—-Adjustments to the Risk-Based Capital
Ratio Calculations,

() Risk-based capital ratio denominator. An organization
subject to this Appendix shall caleulate its risk-based capi-
tal ratio denominator as follows:
(1Y Adjusted risk-weighted assets. Calculate adjusted
risk-weighted asscts, which equals risk-weighted assets
(as determined in accordance with Appendix A ol this
part) excluding the risk-weighted amounts of all covered
positions (except foreign exchange positions outside the
trading account and over-the-counter derivative posi-
tions).”
(2) Mceasure for market risk. Caleulate the measure for
market risk, which cquals the sum ol the VAR-based
capital charge, the specific risk add-on (il any), and the
capital charge for de minimis exposures (if any).
(1) VAR-based capital charge. The VAR-based capital
charge equals the higher of:
(A) The previous day’s VAR measure; or
(B) The average of the daily VAR mecasures for
cach of the preceding 60 business days multiplied
by three, except as provided in seetion 4(e) of this
Appendix;

7. Poreign exchange positions outside the trading account and all
over-the-counter derivative positions, whether or not in the trading
account, must be included i adjusted risk weighted assets as deter-
mined in Appendix A of this part.
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(i1) Specific risk add-on. The specilic risk add-on is
cateulated in accordance with section 5 of this Appen-
dix; and

(i) Capital charge for de minimis exposure. 'The
capital charge for de mininis exposure is caleulated in
accordance with section 4(a) of this Appendix.

(3) Market risk equivalent assets. Calculate market risk

equivalent assets by multiplying the measure for market

risk (as calculated in paragraph (a)(2) of this section) by

12.5.

(4) Denominator calenlation. Add market risk cquiva-

lent assets (as caleulated i paragraph ()(3) of this

section) to adjusted risk-weighted assets (as caleulated

in paragraph (a)(1) ol this scction). The resulting sum s

the organization’s risk-basced capital ratio denominator.

(b) Risk-based capital ratio numerator. An organization
subject to this Appendix shall caleulate its risk-based capi-
tat ratio numerator by allocating capital as foltows:

(1Y Credit risk allocation. Allocate Tier 1 and Tier 2

capital equal to 8.0 percent ol adjusted risk-weighted

assets (as caleutated in paragraph (a)(1) of this section).®

) Market risk allocation. Atlocate 'Tier |, Tier 2, and

Tier 3 capital cqual to the measure for market risk as

caleulated in paragraph (a)(2) of this scection. The sum of

Tier 2 and ‘Fier 3 capital allocated for market risk must

not exceed 250 pereent of ‘Tier 1 capital allocated for

market risk. (This requirement means that Tier | capital
allocated in this paragraph (b)(2) must cqual at least

28.0 pereent of the measure for market risk.)

(3) Restrictions. (i) The sum ol Tier 2 capital (both

allocated and excess) and Tier 3 capital (allocated in
paragraph (b)(2) ol this scction) may not exceed
100 percent of Tier | capital (both allocated and
excess).”
(it) Term subordinated debt (and intermediate-term
preferred stock and related surplus) included in‘Tier 2
capital (both allocated and excess) may not exceed
50 pereent of Tier | ocapital (both atlocated and ex-
cess).

4) Numerator caleulation. Add Tier | capital (both

allocated and excess), Tier 2 capital (both allocated and

excess), and Tier 3 capital (allocated under para-
graph (b)(2) of this section). The resulting sum s the
organization’s risk-based capital ratio numerator.

Section 4—Internal Models.
() General. For risk-based capital purposes, a bank hold-

ing company subject 1o this Appendix must use its internal
model to measure its daily VAR, in accordance with the

8. An mstitution may not allocate Fier 3 capital to support credit
risk (as caleulated under Appendix A of this part).

9. bxcess Tier | capital means Tier | capital that has not been
allocated in paragtaphs (D) and (b)(2) of this section. Bxcess ier 2
capital means Tier 2 capital that has not been allocated in para-
praph (b)(1) and (b}(2) of this section, subject to the restrictions in
paragraph (b)(3) of this section.

requirements ol this section.' The Federal Reserve may
permit an organization 10 use alternative techniques to
measure the market risk of de minimis exposures so long
as the techniques adequately measure associated market
risk.
(b) Qualitative requirements. A bank holding company
subject to this Appendix must have a risk management
system that meets the following minimum: qualitative re-
quirements:
(1) The organization must have a risk control unit that
reports directly to senior management and is indepen-
dent from business trading units.
(2) 'The organization’s internal risk measurement model
must be integrated into the daily management process.
(3) The organization’s policies and procedures must
identify, and the organization must conduct, appropriate
stress tests and backtests.'! ‘The organization’s policies
and procedures must identify the procedures to follow in
response to the results of such tests,
(4) The organization must conduct independent reviews
of its risk measurement and risk management systeims at
lcast annually.
(¢) Market risk fuctors. The organization’s internal model
must use risk factors sufficient to measure the market risk
inherent in all covered positions. The risk factors must
address interest rate risk,'? equity price risk, foreign ex-
change rate risk, and commodity price risk.
(dy Quantitative requirements. For regulatory capital pur-
poses, VAR measures must meet the following quantitative
requirements:
(1) The VAR measures must be calculated on a daily
basis using a 99 pereent, one-tailed conlidence evel
with a price shock equivalent 1o a ten-business day
movement in rates and prices. In order to calculate VAR
measures based on a ten-day price shock, the organiza-
tion may cither calculate ten-day figures direetly or
convert VAR figures based on holding periods other than
ten days to the equivalent of a ten-day holding period
(for instance, by multiplying a onc-day VAR measure by
the square root of ten).

10, An organization’s wternal model wmay use any geaerally ac-
cepted measurement techniques, such as variance-covariance models,
historical simulations, or Monte Carlo simulations. However, the level
ol sophistication and accuracy of an organizatton’s internal model
must be commensurate with the natwre and size of its covered posi-
tions. An organization that modifics its existing modeling procedures
to comply with the requirements of this Appendix for risk-based
capital purposes should, nonetheless, continue to use the internal
model it considers most appropriate in evaluating risks for other
PUrpoOSes.

L1, Stress tests provide information about the impact of adverse
market events on a bank’s covered positions. Backtests provide infor-
mation about the accuracy of an internadl model by comparing an
organization’s daily VAR measures to its corresponding daily trading
profits and losses.

12, For material exposures in the major currencies and markets,
modeling techniques must capture spread risk and must incorporate
cnough segments of the yield curve  at least six  to capture diller-
ences in volatility and less than perfect corelation of rates along the
yield curve,



(2) The VAR mceasures must be base.t on an historical
observation period (or elfective obsesvation period for
an organization using a weighting scheme or other simi-
far method) of at least one ycar. The organization must
update data scts at least once every three months or more
[requently as market conditions warrant.

(3) The VAR micasures must include the risks arising
from the non-linear price characteristics of options posi-
tions and the sensitivity of the maket value ol the
positions to changes in the volatility ol the underlying
rates or prices. An organization with o large or complex
options portfolio must measure the volatility of options
positions by diflerent maturitics.

(4) The VAR mteasures may incorporase empirical corre-
lations within and across risk categories, provided that
the organization’s process for measuring correlations is
sound. In the event that the VAR meusures do not
incorporate empirical correlations across risk categorics,
then the organization must add the separate VAR mea-
sutes Tor the four major risk categorics to determine its
aggregate VAR nicasure.

(¢) Backtesting, (1) Beginning one year after a bank hold-

L.

ing company starts to comply with this Appendix, it
must conduet backtesting by comparing cach of its most
recent 250 business days™ actual ner trading profit or
loss'* with the corresponding daily VAR measures gen-
crated for internal risk measurement surposes and cali-
brated to a one-day holding period and a 99th percentile,
one-tailed contidence level.

(2) Once each quarter, the organization must identify the
number ol exceptions, that is, the number of business
days for which the magnitude ol the actual daily net
trading loss, il any, cxceeds the corresponding daily
VAR measure.

(3) A bank holding company must use the multiplication
factor indicated in "Table [ of this Appendix in determin-
ing its capital charge for market risk under section

Multiplication Factor Based on Results of Backtesting

Number of exceptions Multplication factor
4 or fewer 3.00
5 3.40
6 3.50
7 3.05
8 375
9 385
10 or more 4.00

3(D2)D(B) of this Appendix uniil .t obtains the next
quarter’s backtesting results, unless the Federal Reserve
determines that a different adjustmen  or other action is
appropriate,

13, Actual net nading profits and losses (spically include such

things as 1ealized and unrealized gains and lovses on portfolio posi-
tions as well as fee income and commissions wssociated with trading
activities.
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Section 5 - Spectlic Risk.

() Specific risk add-on. For purposes ol section 3(a)(2)(ii)
ol this Appendix, a bank holding company’s specilic risk
add-on cquals the standard specific risk capital charge
calculated under paragraph (¢) of this section. If, however,
an organization can demonstrate to the Federal Reserve
that its internal model measures the specific risk of covered
debt and/or cquity positions and that those measures are
included in the VAR-based capital charge in scetion
3(a)(2)(1) of this Appendix, then it may reduce or eliminate
its specific risk add-one under this section. The determina-
tion as to whether a model incorporates specitic risk must
be made separately Tor covered debt and equity positions.
(1y 11" a modet includes the specific risk of covered debt
positions but not covered equity positions (or vice ver
sa), then the organization can reduce its specific risk
charge for the included positions under paragraph (b) of
this section. The specilic risk charge for the positions not
included cquals the standard specilic risk capital charge
under paragraph (¢) of this section.
(2) I a model addresses the specitic risk ol both covered
debt and cquity positions, then the organization can
reduce its specific risk charge for both covered debt and
cquity positions under paragraph (b) of this section. In
this case, the comparison described in paragraph (b of
this section must be based on the total VAR-basced ligure
for the specific risk ol debt and equity positions, taking
account ol any correlations that are built into the model.
(b)Y VAR-based specific risk capital charge. In all cases
where a bank holding company measures specific risk in its
internal model, the total capital charge for specilic risk
(i.e., the YVAR-based specilic risk capital charge plus the
specific risk add-on) must equal at feast 50 percent of the
standard spectflic risk capital charge (this amount is the
minimum specific risk charge).
(D I the portion of an orpanization’s VAR measure that
is attributable to specific risk (multiplied by the organi-
zation’s  multiplication  factor il required  in see-
tion 3(a}(2) of this Appendix) is greater than or equal to
the minimum specific risk charge, then the organization
has no specific risk add-on and its capital charge for
specilic risk is the portion included in the VAR measure,
(2) If the portion of an organization’s VAR measure that
is altributable to specitic risk (multiplicd by the organi-
zatwon’s multiplication  Tactor il required  in - see-
tion 3(a)(2) of this Appendix) is less than the minimuny
specilic risk charge, then the organization’s specific risk
add-on is the difference between the minimum specific
risk charge and the specific risk portion ol the VAR
measure (multiplicd by the multiplication factor if re-
quired i section 3(a)(2) of this Appendix).
() Standard specific risk capital charge. The standard
specific risk capital charge equals the sum ol the compo-
nents for covered debt and cquity positions as follows:
(1) Covered debt positions. (1) For purposes ol this
section 5, covered debt positions means fixed-rale or
floating-rate debt instruments located in the trading
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account or instruments focated tn the trading account
with values that react primarily to changes in interest
rates, including certain non-convertible preferred
stock, convertible bonds, and imstruments subject o
repurchase and lending agreements, Also included are
derivatives (including written and purchased options)
for which the underlying instrument is a covered debt
instrument that is subject to a non-zero specilic risk
capital charge.

(A) For covered debt positions that are derivatives,
an organization must risk-weight (as described in
paragraph (¢)(D(iii) of this scction) the market
value of the elfective notional amount of the under-
lying debt instrumient o index portfolio. Swaps
must be included as the notional position in the
undertying debt instrument or index portfolio, with
a reeeiving side treated as a long position and a
paying side treated as a short position; and

(B) For covered debt positions that are options,
whether long or short, an organization must risk-
weight (as described in patagraph (c)(D)(iii) of this
section) the market value ol the eflective notional
amount of the underlying debt instrument or index
multiplicd by the option’s delta.

(i) An organization may net long and short covered
debt positions (including derivatives) in identical debt
issues or indices,

(iii) An organization must multiply the absolute value

2. Specific Risk Weighting Factors for Covered Debt

Positions
Catepory Remainmg Malturity Weightig Factor
(contractual) (in pereent)
Government ... N//\w .00
6 months or less 25
Qualifying ........ over 6 months to 24 1.00
months
over 24 months .60
Other..oooooo N/A 8.00

of the current market vafue ol cach net long or short
covered debt position by the appropriate specilic risk
weighting factor indicated in Table 2 ol this Appen-
dix. The specific risk capital charge component for
covered debt positions is the sum of the weighted
values.

(A) The government category includes all debt in-
struments of central governments of OECD-based
countries' including bonds, Treasury bills, and
other short-lerm instruments, as well as focal cur-
rency instruments of pon-OUCDH central govern-

14, Ovganization for Lconomic Cooperation and Developrient
(OECD)-based countries is defined in Appendix A ol this part.

ments 1o the extent the organization has liabilities
booked in that currency.
(B) The qualifying category includes debt instru-
ments of U.S. government-sponsored agencies, gen-
cral obligation debt instruments issucd by stales
and other political subdivisions ol OECD-based
countries, multilateral development banks, and debt
instruments issued by U.S. depository institutions
or OECD banks that do not qualify as capital of the
issuing institution. This category also includes
other debt instruments, including corporate debt
and revenue instruments issued by states and other
political subdivisions of OECD countries, that arc:
(1) Rated investment-grade by at feast two na-
tionally recognized credit rating services;
(2) Rated investment-grade by one nationally
recognized credit rating agency and not rated less
than investinent grade by any other credit rating,
agencey; or
(3) Unrated, but deeimed to be ol comparable
investiment quality by the reporting organization
and the issuer has instruments listed on a recog-
nized stock exchange, subject to review by the
Federal Reserve.
() The other category includes debt instruments
that are not included in the government or qualify-
ing categories.

(2) Covered equity positions. (i) For purposes of this
section 5, covered equity positions means equity in-
struments located in the trading account and instru-
ments located in the trading account with values that
react primarily to changes in equity prices, including
voling or non-voling common stock, certain convert-
ible bonds, and commitments to buy or sell cquity
instruments. Also included are derivatives (including,
written or purchased options) for which the underling
is i covered equity position.

(A) For covered equity positions that are deriva-
tives, an organization must risk weight (as de-
scribed i paragraph (¢)(2)(iii) ol this section) the
market value of the effective notional amount of the
underlying cquity instrument or equity portfolio.
Swaps must be included as the notional position in
the underlying equity instrument or index portiolio,
with a receiving side treated as a long position and
a paying side treated as a short position; and

(B) For covered equity positions that are options,
whether long or short, an organization must risk
weight (as described in paragraph (¢X2)(it) of this
scetion) the market value ol the efiective notional
amount of the underlying equity instrument or in-
dex multiplied by the option’s delta.

15, LIS, government-sponsored agencies, multifateral development
banks, and OECT) banks are detined in Appendix A of this part.



(i) An organization may uet long and short covered
cquity positions (including derivatives) in identical
equity issues or equity indices in the same market,'*
(1) (A) An organization tust multiply the absolute
value of the current market value Hf cach net fong
or short covered equity position by a risk weighting,
lactor of 8.0 percent, or by 4.0 pereent if the equity
is held in a portfolio that is both liquid and well-
diversitied." Bor covered equity positions that are
index contracts comprising a well-diversified port-
folio of equity instruments, the net long or short
position is to be multiplied by ¢ risk weighting
factor ol 2.0 percent.
(13) For covered equity positions [tom the Tfollowing
futures-related arbitrage stratepics. an organization
may apply a 2.0 percent risk weghting factor to
one side (long or short) of cach eqrily position with
the opposite side exempt from charge, subject o
review by the Federal Reserve:
(/) Long and short positions in 2xactly the same
index at different dates or in different market
centers; or
(2) Long and short positions in index contracts al
the same date in different but sirailar indices.
() For futures contracts on broadly-based indices
that are matched by offsctting pos.tions in o basket
of stocks comprising the index, an organization
may apply a 2.0 pereent risk weighting factor to the
lutures and stock basket positions (fong and short),
provided that such trades are dehberately entered
into and separately controlled, and that the basket
of stocks conprises at least 90 pereent ol the capi-
talization of the index.
(iv) The specific risk capital charges component for
covered equity positions is the suni ol the weighted
values.

Purt 325—-Capital Maintenance

. The authority citation lor Part 325 cortinues to read as
follows:

16, An orpanization may also net positions . depository receipts
against an opposite position in the underlying equity or identical
equity in different markets, provided that the organization includes the
costs of conversion.

17. A portlolio is liquid and well-diversitied it

(1) 1Cis characterized by a liniited scusitivity to price chauges of
any single equity issue or closely related group ol equity issucs
held i the portiolio;

(2) 'the volatility of the portlolio’s value is not dominated by the
volatility of any individual cquity issue or by equity tssaes from
any single industry or cconomic sector;

(3) It contains a Large number of individual cquity positions, with
no single position representing a substantial Hortion of the portfo-
lio’s total market value; and

(4) 1t consists mainly ol issues traded on org anized exchanges or
in well-established over-the-counter markets.
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Authority: 12 US.Co 1815(0), [815(h), 1816, [818(a),
1818(h), 181K(c), [BIK(L), [B19(Tenth), [828(¢), [828(d),
1828(1), 1828(n), 1828(0), [83lo, 3907, 3009, 4808;
Pub. 1., 102 233, 105 Stat. 1761, 1789, 1790 (12 1).S.C.
18310 note); Pub. 1., 102 242, 105 Stat. 2236, 2355, 2386
(12 U.S.C'. 1828 note).

2. Appendix A to Part 325 is amended in the introdactory
text, by adding a new paragraph after the third undesig-
nated paragraph to read as follows:

Appendix A to Part 325-
Risk-Based Capital

Statement of Policy on

O A

In addition, when certain banks that engage in trading
activitics calcutate their risk-based capital ratio under this
Appendix A, they must also reler to Appendix C of this
part, which incorporates capital charges for certain market
risks o the risk-based capital ratio. When calculating
their risk-based capital ratio under this Appendix A, such
banks are required to refer to Appendix C of this part for
supplemental rules to determine qualilying and excess
capital, calculate risk-weighted assets, calculate market
risk cquivalent assets and add them to risk-weighted asselts,
and caleulate risk-based capital ratios as adjusted for mar-
ket risk.

dow o

3. A aew Appendix Cis added to Part 325 o read as
follows:

Appendix C (o Part 325 Risk-Based Capital for
State Non-Member Banks; Market Risk

Scctton |- Purpose, Applicability, Scope, and
Elfective Date.

() Purpose. The purpose ol this Appendix is to ensure (hat
banks with significant exposure to market risk maintain
adequate capital to support that exposure. This Appendix
supplements and adjusts the risk-based capital ratio caleu-
lations under Appendix A of this part with respeet to those
banks.

(b) Applicability. (1) This Appendix applics 1o any insured
state nonmember bank whose trading activity” (on a
worldwide consolidated basis) cquils:

(1) 10 percent or more ol total assets;? or

L. 'This Appeadix s based on a framework developed jointly by
supervisory authorities from the countrics wepresented on the Basle
Committee on Banking Supervision and endorsed by the Group of ‘Ten
Central Bank Governors. ‘The framework is described ina Basle
Commiltee paper entitled “Amendment to the Capital Accord 10
Incorporate Markel Risk,” January 1996.

2. Trading activity micans the gross sum ol trading assets and
liabilities as reported in the bank’s most recent quarterty Consolidated
Report of Condition and Income (Call Report).

3. Total assets means quarter end (otal assets as reported - the
bank’s most recent Call Repont.
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(i) $1 bittion or more.
(2) The EDIC may additionally apply this Appendix to
any insured state nommember bank if the FDIC deems it
necessary or appropriate for safe and sound banking
practices.
(3) The FDIC may exclude an insured state nonmember
bank otherwise meeting the criteria of paragraph (b)(1)
of this section from coverage under this Appendix if it
determines the bank meets such criteria as a conse-
quence ol accounting, operational, or similar consider-
ations, and the FDIC deems it consistent with sale and
sound banking practices,
(¢) Scope. T'he capital requirements of this Appendix sup-
port market risk associated with a bank’s covered posi-
tions.
() Lffective date. This Appendix is cflective as of Janu-
ary [, 1997, Compliance is not mandatory until January |,
1998. Subject 1o supervisory approval, a bank may opt to
comply with this Appendis as carly as January 1, 19979

Scetion 2— -Definitions.

For purposes of this Appendix, the following definitions
apply:

(2) Covered positions means all positions in a bank’s
trading account, and all forcign exchanges and commodity
positions, whether or not in the trading account.© Positions
include on-balance-sheet assets and labilitics and off-
balance-sheet ems. Securities subject 1o repurchase and
lending agreements are included as if they are still owned
by the lender.
(b)Y Market risk means the risk of loss resulting from
movements in market prices. Market risk consists of gen-
cral market risk and specific risk components.
(1) General market risk means changes in the market
vatue ol covered positions resulting from broad market

movements, such as changes in the general level of

interest rates, equity prices, foreign exchange rates, or
commaodity prices.

(2) Specific risk means changes in the market value off

speeific positions due to factors other than broad market
movements and includes such risk as the credit risk of an
instrument’s issuct.

(¢c) Tier I and Tier 2 capital are delined in Appendix A of

this part.

(d) Tier 3 capitat is subordinated debt that is unsecured; is
fully paid up; has an original maturity of at feast two years;
is not redeemable belore maturity without prior approval
by the FDIC; includes a lock-in clause precluding payment
of cither interest or principal (even at maturity) il the
payment would cause the issuing bank’s risk-based capital

4. A bank that voluntarily complies with the final rule prior to
January [, 1998, must comply with all of its provisions.

5. Subject to FDIC review, a bank may exclude structural positions
in foreign curtencies from its covered positions.

0. 'The term trading account is defined in the instructions to the Call
Report.

ratio to fall or remain below the minimum required under
Appendix A of this part; and docs not contain and is not
covered hy any covenants, lerims, or restrictions that are
inconsistent with safe and sound banking practices.

(¢) Value-at-risk (VAR) means the estimate of the maxi-
mum amount that the value of covered positions could
decline during a fixed holding period within a stated confi-
dence level, measured in accordance with section 4 of this
Appendix.

Section 3--Adjustments to the Risk-Based Capital
Ratio Calculations,

(a) Risk-based capital ratio denominator. A bank subject
1o this Appendix shall calculate its risk-based capital ratio
denominator as follows:
(1) Adjusted risk-weighted assets. Caleulate adjusted
risk-weighted assets, which equals risk-weighted assets
(as determined in accordance with Appendix A of this
part), excluding the risk-weighted amounts of all cov-
ered positions (except foreign exchange positions out-
side the trading account and over-the-counter derivative
positions).”
(2) Measure for market risk. Calculate the measure lor
market risk, which cquals the sum ol the VAR-based
capital charge, the specific risk add-on (if any), and the
capital charge tor de minimis exposures (il any).
(i) VAR-based capital charge. The VAR-based capital
charge equals the higher ol
{A) The previous day’s VAR measure; or
(B) The average of the daily VAR measures for
cach of the preceding 60 business duys multiplicd
by three, except as provided in section 4(¢) of this
Appendix;
(1) Specific risk add-on. The specific risk add-on is
caleulated in accordance with section 5 of this Appen-
dix; and
(ii1) Capital charge for de minimis exposure. 'T'he
capital charge for de minimis exposure is caleulated
in accordance with section 4(a) of this Appendix.
(3) Market risk equivalent assets. Calculate market risk
equivalent assets by multiplying the measure for market
risk (as calculated in paragraph (a)(2) ol this scction) by
12.5.
(4) Denominator calculation. Add market risk cquiva-
lent asscts (as caleulated in paragraph (a)(3) of this
section) to adjusted risk-weighted assets (as calculated
in paragraph (a)(1) of this scction). ‘The resulting sum is
the bank’s risk-based capital ratio denominator.
(b) Risk-based capital ratio numerator. A bank subject 1o
this Appendix shall calculate its risk-based capital ratio
numerator by allocating capital as follows:

7. Foreign exchange positions outside the trading account and all
over-the-counter derivative positions, whether or not in the trading,
account, must be included in adjusted risk weighted assets as deter-
mined m Appendix A of this part.




(DY Credit risk allocation. Alocate Tier t and Tier 2

capital equal to 8.0 pereent of adjusied risk-weighted

assets (as calealated in paragraph ()L ol this section).®

(2) Market risk allocation. Allocate Tier 1, Tier 2, and

Tier 3 capital cqual to the measure for market risk as

calculated in paragraph (W)(2) of this section, The sum of

Tier 2 and Tier 3 capital allocated for market risk must

not exceed 250 pereent of Tier | capital allocated for

market risk. (This requirement means hat Tier | capital

allocated in this paragraph (b)(2) must 2qual at [cast 28.6

percent of the measure for market risk.)

(3) Restrictions, (i) The sum of Ties 2 capital (both

altocated and excess) and Tier 3 cadital (allocated in
paragraph (b)(2) of this scection) may not exceed
100 percent of Tier | capital (beth allocated  and
cxeess).”
(i) Term subordinated debt (and  atermediate-term
preferred stock und related surplus) neluded in Tier 2
capital (both allocated and excess) may not exceed
S0 percent of Tier | capital (both dlocated and ex-
CesS).

4y Numerator calealation. Add Tie | capital (both

allocated and excess), "Tier 2 capital (both allocated and

excess), and Fier 3 capital (allocated under paragraph

(1)(2) of this scction). The resulting sum is the bank’s

risk-based capital ratio nunerator.

Scetion 4- - Internal Modecls.

() General. For risk-based capital purposes, a bank sub-
jeet to this Appendix must use its interral model to mea-

sure its daily VAR, in accordance with tl ¢ requirements of

this section,’® The FIMC may permit a b nk to use alterm-
tive technigues to measure the market rsk of de mininiis
exposures so ong as the techaiques adequately measure
associated market risk.
(b) Qualitative requirenmients. A bank sub cct to this Appen-
dix must have a risk management system that meets the
following minimuni qualitative requirem nts:
(1) The bank mast have a risk control unit that reports
dircetly to senior management and is independent {rom
business trading units.

8. A bank may not allocate Tier 3 capital to support credit risk (as
caleulated under Appendix A of this pait).

0, Excess Tier | capital means Tier | capital that has not heen
allocated in paragraphs (I)(1) and (b)(2) of this tection. Excess Tier 2
capital means ‘Tier 2 capital that has not been allocated e paragraph
(b)(1) and (b)(2) of this scction, subject to the restrictions in paragraph
(bY(3) ol this section.

H). A bank’s internal model may ase any pererally aceepted mea-
surement technigues, such as variance-covarian ce models, historical
sintulations, or Monte Carlo simulations, However, the level of sophis-
tication and accuracy of @ bank’s internal mode must be commensu-
rate with the nature and size ol its covered positions. A bank that
madifies its existing modeling procedures o cotiply with the require-
ments of this Appendix tor risk based capital purposes shouald, none-
theless, continue 1o use the internal model it considers most appropri-
ate in evaluating risks for other purposes.
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(2) 'The bank’s internal risk measurement model must be
integrated into the daily management process.
(3) The bank’s policies and procedures must identity,
and the bank must conduct, appropriate stress tests and
bucktests. ! The bank’s policies and procedures must
identify the procedures to follow in response 1o the
results of such tests.
(4) The bank must conduct independent reviews ol its
risk measurement and risk management systems at least
annually.
() Market risk factors. The bank’s internal model must
use risk factors suflicient to measure the market risk inher-
ent in all covered positions. "I'he risk factors must address
interest rate risk,'” equity price risk, foreign exchange rate
risk, and commodity price risk.
() Quantitative requirements. For regulatory capital pur-
poses, VAR measures must meet the Tollowing quantitative
requirements:
(1) The VAR measures must be calculated o a daily
basis using a 99 percent, one-tailed confidence level
witli a price shock equivalent to a ten-business day
movement in rates and prices. I order to calcutate VAR
measures based on a ten-day price shock, the bank may
cither caleulate ten-day figures directly or convert VAR
figures based on holding periods other than ten days to
the cquivalent of a ten-day holding period (for iastance,
by multiplying a onc-day VAR measure by the square
rool of ten).
(2) 'The VAR measures must be based on an historical
obscervation period (or effective observation period for a
bank using a weighting scheme or other similar nmiethod)
of at feast one year. The bank must update data scts at
least once every three months or more frequently as
market conditions warrant,
(3) The VAR mcasures must include the risks arising
from the non-linear price characteristics of options posi-
tions and the sensitivity ol the market value of the
positions to changes in the volatility ol the underlying
rates or prices. A bank with a large or complex options
portfolio must measure the volatility ol options positions
by dilterent maturitics.
(4) The VAR micasures may incorporate enipirical corre-
lations within and across risk categories, provided that
the bank’s process for measuring correlations is sound.
In the event that the VAR measures do not incorporate
empirical correlations across risk categories, then the
bank must add the separate VAR measures tor the lour

F1o Stress tests provide information about the impact ol adverse
market events on a bank’s covered positions. Backtests provide infor
mation about the accuracy ol an internal model by comparing a bank s
daily VAR mieasures to its corresponding daily trading prolits and
losses.

12, For material exposures inthe major currencies and markets,
modeling echniques must captare spread visk and must incorporale
enough scpments ol the yield curve  at least six — to captare difler
ences in volatility and less than pertect correlation ol rades along the
yield cuive.
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major risk categories to determine its aggregate VAR
measure.

(¢) Backtesting. (1) Beginning one year after a bank starts
to comply with this Appendix, a bank muast conduct
backtesting by comparing cach of its most recent 250
business days” actual net trading profit or loss'! with the
corresponding daily VAR mieasures generated lor inter-
nal risk measurement purposes and calibrated 1o a one-
day holding period and a 99 pereent, once- tailed confi-
dence level.

(2) Once cach quarter, the bank must identify the num-
ber of exceptions, that is, the number of business days
for which the magnitude of the actual daily net trading
loss, il any, exceeds the corresponding daily VAR mea-
sure.

(3) A bank must usc the mualtiplication factor indicated
in ‘Table [ ol this Appendix in determining its capital
charge for market risk under section 3(a)(2)(1)(B) of this
Appendix untif it obtains the next quarter’s backtesting
results, unless the FDIC determines that a different ad-
Justment or other action is appropriate.

. Multiplication Factor Based on Results of Backtesting,

Number of exeeptions Multiplication factor
+or fewer 3.00
5 3.40
O 3.50
7 3.68
K 375
9 388
10 or more 4.00

Section 5 -Specilic Risk.

(a) Specific risk add-on. For purposes ol section 3(a)(2)(ii)
of this Appendix, a bank’s specific risk add-on equals the
standlard specific risk capital charge caleulated under para-
graph (¢) of this section. If, however, a bauk can demon-
strate to the FDIC that its internal model measures the
specific risk ol covered debt and/or equity positions and
that those measures are included in the VAR-based capital
charge in section 3(a)(2)(i) of this Appendix, then the bank
may reduce or climinate its specitic risk add-on under this
section, The determination as to whether a model incorpo-
rates specific risk must be made separately for covered
debt and cquity positions.
(1Y i a model includes the specific risk of covered debt
positions but not covered equity positions (or vice ver-
sa), then the bank can reduce its specific risk charge for
the included positions under paragraph (b) ol this scc-
tion. The specific risk charge lor the positions not in-

13, Actual net trading profits and losses typically include such
things as realized wnd unrealized gains and losses on pottlolio posi-
tions as well as fee income and commissions associated with trading
activities.

cluded equals the standard specific risk capital charge

under paragraph (¢) of this scction.

(2) I a model addresses the specific risk of both covered

debt and equity positions, then the bank can reduce its

specific nisk charge tfor both covered debt and cquity

positions under paragraph (b) ol this scction. In this

case, the comparison described in paragraph (b) of this

section must be based on the total VAR-based figure for

the specific risk of debt and cquity posttions, taking into

account any correlations that are built into the model.
(b)Y VAR-buased specific risk capital charge. In all cases
where a bank measures specific risk i its internal model,
the total capital charge for specific risk (7.e., the VAR-
based specific risk capital charge plus the specific risk
add-on) must cqual at Jeast 50 percent of the standard
specific risk capital charge (this amount is the minimum
specific risk charge).

(1y It the portion of a bank’s VAR measure that is

attributable to specific risk (multiplied by the bank’s

multiplication factor il required in section 3(a)(2) ol this

Appendix) ts greater than or cqual to the minimum

specific risk charge, then the bank has no specific risk

add-on and its capital charge for specific risk is the
portion included in the VAR measure.

(2) W the portion of a bank’s VAR mcasure that is

attributable o specific risk (multiplicd by the bank’s

multiplication fuctor it required in section 3(a)(2) of this

Appendix) is less than the minimum specific risk charge,

then the bank’s specific risk add-on is the difference

between the minimum specific risk charge and the spe-
cific risk portion of the VAR measure (multiplicd by the

bank’s multiplication factor if required in section 3(a)(2)

ol this Appendix).

(¢) Stundard specific risk capital charge. The standard
specific risk capital charge equals the sum of the compo-
nents for covered debt and equity positions as [ollows:

(1Y Covered debt positions. (1) For purposes of this
section 5, covered debt positions means fixed-rate or
floating-rate debt instruments located in the trading
account and instruments located in the trading account
with values that react primarily to changes in interest
rates, including certain non-convertible  preferred
stock, convertible bonds, and instruments subject to
repurchase and lending agreements. Also included are
derivatives (including written and purchased options)
for which the underlying instrument is a covered debt
instrument that is subject to a non-zero specific risk
capital charge.

(A) For covered debt positions that are derivatives,
a bank must risk-weight (as described in para-
graph (¢)( (i) of this scction) the market value of
the effective notionat amount of the underlying debt
instrument or index portfolio. Swaps must be in-
cluded as the notional position in the underlying,
debt instrument or index portlolio, with a receiving,
side treated as a tong position and a paying side
treated as a short position; and

(BB) For covered debt positions that are options,



wliether long or short, a bank must risk-weight (as
described in paragraph (¢)(1)¢Gin) of this section) the
market value ol the effective notional amount of the
underlying debt instrument or index multiplied by
the option’s delta.
(ii) A bank may nct long and short covered debt
positions (including derivatives) in identical debt is-
sues or indices.
(iii) A bank must multiply the absclute value of the
current market value ol cach net foug, or short covered
debt position by the appropriate specilic risk weight-
ing factor indicated in Table 2 of this Appendix. The
specific risk capital charge compoaent for covered
debt positions is the sum ol the weighted values.

2. Specilic Risk Weighting Factors for Covered Debt
Positions
Catepory Remaming Maturity Weighting, lactor
(contractual) (in pereent)
CGovernment .| NA L 000
O wmonths or less 0.25
Quadilying ........ over 6 months to 24 1.00
months
over 24 months 1.60
Other..oooo N/A 8.00

(A) The government category includes all debt in-
struments of central governments ol ORCD-based
countries' including bonds, Trcasury bills, and
other short-term instruments, as well as local cur-
rency instriments ol non-OHCD central govern-
mients to the extent the bank has tabilitics booked
in that currencey.
(B) The qualifying category inclades debt instru-
mients of ULS. povernment-spousored agencies, gen-
eral oblipation debt instruments issued by states
and other political subdivisions of OECD-based
countries, multitateral development banks, and debt
instruments issued by U.S. depository institutions
or OECD-banks that do not qualifys as capital ol the
issuing institwion.” This category also includes
other debt instruments, including corporate debt
and revenue instruments issued by states and other
political subdivisions of OBECD countries, that are:
(/) Rated investment-grade by at least two na-
tionally recognized credil rating services;
(2) Rated investnent-grade bvoone nationally
recognized credit rating agency nd not rated less
than investment-grade by any cther credit rating
ageney; or
() Unrated, but decmed to b of comparable
investment quality by the reporting bank and the

14, Organization for Economic Cooperation and  Development
(OFCD) based countries is defined in Appendix £, ol this pait.

15, UL.S. government sponsored agencies, mult Lteral development

banks, and OECD banks are defined in Appendix A ol this part.
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issuer has instruments listed on a recognized

stock exchange, subject to review by the FDIC.
(C) The orher category includes debt instruments
that are not included in the government or qualify-
ing categorics.

(2) Covered equily positions. (1) For purposes of this

section 5, covered equity positions nicans equity in-
struments located in the trading account and instru-
ments located in the trading account with values that
react primarily (o changes in equity prices, including
voting ot non-voting common stock, certain convert-
ible bounds, and commitments to buy or sell equity
instruments. Also included are derivatives (including
written and purchased options) lor which the underly-
ing is a covered equity position.
(A) For covered equity positions that are deriva
tives, a bank must risk weight (as described in
puragraph ()(2)(iit) of this scction) the market
vitlue of the elfective notional amount of the under-
lying equity instrument or equity portiolio. Swaps
must be included as the notional position i the
underlying equity instroment or index  portfolio,
with a receiving side treated as a long position and
a paying side treated as a short position; and
(B) For covered equity positions that are options,
whether long or short, a bank must risk weight (as
deseribed in paragraph (¢)(2)(iii) of this scction) the
market value ol the effective notional amount ol the
underlying equity instrunient or index multiplicd by
the option”s delta.

(i) A bank may nct fong and short covered equity
positions (including derivatives) in identical cquity
issues or equity indices in the same niarket.'o

(1) (A) A bank must multiply the absolute value ol
the current market value of cach net long or short
covered equity position by a risk weighting Tactor
of 8.0 pereent, or by 4.0 percent il the equity is held
in a portlolio that is both higuid and  well-
diversified.'” For covered cquity positions that are
index contracts comprising a well-diversified port-
folio of equity instruments, the net long or short
position is multiplicd by a risk weighting factor of
2.0 percent.

L6, A bank may also net postlions in depository receipts against an
opposile position in the underlying equity or adentical equity in
different markets, provided that the bank mcludes the costs ol conver-

17. A portfolio is liquid and well-diversitied if:

(1) 1t is characterized by a hmited sensitivity to price changes of
any single cquity issuc or closely related group ol cquity issues
held in the portfolio;

(2) The volatitity ol the portfoho’s value is nol dominated by the
volatility ol any individual equity issuc or by equity 1ssues from
any single industry or cconomic seetor;

(3) It contiuns a targe numiber of individual equity positions, with
1o single position representing a substantial portion ol the portfo-
lio’s total market vatue; and

(b It consists mainly of issues taded on organized exchanges o
in well-established over the-counter narkets,
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(B) For covered equity positions [roni the lollowing
futures-related arbitrage strategies, a bank may ap-
ply @ 2.0 pereent rish weighting Lactor (o one side
(long or short) of cach position with the opposite
side exempt from charge, subject (o review by the
1FDIC:
(/) Long and short positions i exactly the same
mdex at different dates o in different market
centers; or
(2) Long and shoit positions i index contracts al
the same date in different but similar indices.
(C) Tor Tutures contracts on broadly based indices
that arc matched by ollsetting positions in a bushet
ol stocks comprising the index, a bank may apply a
2.0 pereent risk weighting factor to te futures and
stock basket positions (long and short), provided
that such trades we deliberately entered into and
separately controlled, and that the basket of stocks
comprises al least 90 percent of the capitalization
of the index.
(iv) 'The specilic risk capital clirge component Tor
covered equity positions is the sum ol the weighted
values.

JOINT IINAL RULE AMENDMINT 1O RIGUEATION [T
The Comptroller of the Currency (OCC), Board of Gover
nors ol the Federal Reserve System (Board), Federal De-
posit Insurance Corporation (FDICY, Oltice of 'Fhrift Super
vision (O1S), and National Credit Union Administration
(NCUA) are amending their regulations, and the Farm
Credit Administiation (FCA) s issuing new regulations,
regarding loans m arcas having special Hood hazards. 'Fhis
action is required by statute to implement the provisions of
the National Flood Insurance Relorov Act ol 1994, "The
joint final rules establish new escrow requitements for
flood insurance premiums, add references to the statutory
authority and the requirement Tor lenders and servicers o
“Torce place™ flood insurance under certain circimstances,
enhance Nood hazard notice requirements, set Torth new
authority for lenders to charge fees for determining, whether
a property is located in o special flood hazard arca, and
contain various other provisions necessary 1o hmplement
the National Flood Insurance Relorm Act ol 1994,

Ellective October 1, 1996; except Tor Pait 014, which
will be cliective October 3. 1996, and Part 760, which will
be celtective November [, 1996, 12 CLER. Parts 22, 208,
339, 563, 572, 614, and 760 arc amended as Tollows:

Part 22- Loans in Areas Having Special 'lood
Hazards

Scction

Authority, purpose, and scope.
Delinitions.

22,5 Requirement to purchase flood insurance where
available.

224 Exemptions,

225 Bscrow requirement.

22,0 Required use of standard Nood hazard determination
form.

227 Toreed placement of flood insurance,

22.8 - Determination [ees.

22.9- Notice of special flood hazards and availability of
Federal disaster reliel assistance.

22,10 Notice of servieer’s identity.

Appendix A to Part 220 Sample Form ol Notice of

Spectal Flood Hazards and Availability of Federal

Disaster Reliel” Assistance

Authority: 12U.8.C.930; 42 US.C 40124, 41044, 4104b,
4106, and 4128.
Section 22.1 - Authority, purpose, and scope.

() Aathority. 'This pant is issued pursuant (o 12 U.S.CL93a
and 42 1.5.C,4012a, 41040, 4104h, 4106, and 4128,

(b)Y Purpose. "The purpose ol s part is to implement the
requirements of the National Flood [nsurance Act ol 1968
and the Flood Dyisaster Protection Act ol 1973, as amended
(42 US.CL4001-4129).

(¢) Scope. This part, except Tor sections 22,6 and 22.8,
applics to loans secured by buildings or mobile honies
located or to be focated in wreas determined by the Director
of the Tederal Emergency Management Agency 1o have
special lood hazards. Sections 22.6 and 22.8 apply to loans
sccured by buildings or mobile homes, regardless of loca-
tton,

Sceton 22.2- Delinitions.

() Act means the National Flood Insurance Act of 19068, as
amended (42 U.S.C.4001-4129).

(b) Bank means @ national bank or a bank located in the
District of Columbia and subject to the supervision of the
Comptroller ol the Currencey.

(¢) Building means a walled and roofed structure, other
than a gas or liquid storage tank, that is principatly above
eround and aflixed (o a permanent site, and & walled and
rooled structure while in the course of construction, alter-
ation, or repair.

(Y Comprnity means a State or a political subdivision ol a
State that has zoning and building code jurisdiction over
particular arca having special flood hazards,

(¢) Designated loan means a loan secured by a building or
mobile home that is located or to be located in a special
flood hazard wea in which flood surance is avaitable
under the Act.

(1y Director of 'EMA means the Director of the Federal
Fmergency Management Agency.

(0) Mobile home means a structure, transportable in one or
more sections, that is built on a permanent chassis and



desigued for nse with or without a permanent foundation
when attached to the required utilities. 'The term mobile
home does not include a recreationad vehicle. Tor purposcs
of this part, the term smobile home mcans a mobile home on
a permanent foundation. The term mobile home includes a
manufactured home as that term s used in the NIFIP.
(hy NEIP means the National Flood {nsurance Program
authorized under the Act,
(i) Residential improved real estate means real estate upon
which a bome or other residential building, is located or (o
be tocated.
(j) Servicer means the person responsib.e lor:
(1) Reeeiving any scheduled, periodic payments from a
borrower under the terms of a loan, including amounts
for taxes, insurance premiums, and other charges with
respect to the property securing, the loan; and
(2) Making payments of principal and inlerest and any
other payments from the amounts reccived [rom the
borrower as nkty be required under the terms of the loan.
(k) Special flood hazard area means the land in the {lood
plain within a community having at l:ast a one pereent
chance of flooding in any given year, ws designated by the
Dircctor ol FEMA.
(1) Table funding means a settlemient 1t which a loan is
funded by a conteniporancous advance of loan tunds and
an assignment ol the loan to the person advancing, the
funds.

Section 223 Requirement 1o purchase Hood
imsurance where available.

() In general. A bank shall not make, increase, extend, or
renew any designated loan unless the Huilding or mobile
home and any personal property securing the loan is cov-
ered by flood insurance for the (ern of the loan. The
amount of insurance must be at least equal to the lesser of
the outstanding principal balance of the designated loan or
the maximum limit of coverage available for the particular
type of property under the Act. Flood insurance coverige
under the Act is fimited to the overall vi lue of the property
seceuring the designated loan minus the value of the land on
which the propetty is located.

(b) Tuble funded loans. A bank that acq.iires a loan from a
mortgage broker or other entity through table [unding shall
be considered to he making a loan for (e purposes of this
part.

Scction 22.4-- Fixemptions,

The flood insurance requirement prescribed by section 22.3
does not apply with respect lo:

(a) Any State-owned properly covered under a policy of
self-insurance satisfactory to the Divector of FEMA, who
publishes and periodically revises the list of States Talling
within this exenption; or

(b) Property securing any loan with an original principal
balance of $5,000 or less and a repayment ferm of one year
or less.
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Section 22,5 Liscrow requirement.

It a bank requires the escrow of taxes, insurance premiums,
fees, orany other charges lor a toan secured by residential
improved real estate ot a mobite home that is made.
mcreased, extended, or renewed after October 1, 19906, the
bank shall also require the escrow ol all premiums and fees
for any flood insurance required under section 22,3, The
bank, or a servicer acting on behall of the bank, shall
deposit the lood insurance premiums on behall of the
borrower in an escrow account. 'This escrow account will
be subject 1o escrow requirements adopted  pursuant o
section 10 of the Real Estate Scttlement Procedures Act of
1974 (12 U.5.C. 2609) (RESPA), which gencrally limilts
the amount that may be maintained in escrow accounts for
certuin types of loans and requires escrow account state
ments for those accounts, only if the loan is otherwise
subject to RESPA. Following receipt of a notice from the
Director of FEMA or other provider of [lood insurance that
premiums are due, the bank, or a servicer acting on behallf
of the bank, shall pay the amount owed to the insurance
provider from the escrow account by the date when such
preniunts are due.

Scction 22.6-- Required use of standard (lood
hazard determination {orin.

(a) Use of Jorm. A bank shall use the standard flood hazard
determination form developed by the Director of FEMA
(as set forth in Appendix A of 44 CER. Part 65) when
determining whether the building or mobile home oflfered
as collateral security Tor a loan is or will be located i a
special lood hazard area in which flood insurance is avail-
able under the Act. The standard flood hazard determina-
tion form may be used in o printed, compulterized, or
clectronic manner.,

(b)Y Retention of form. A bank shall retain a copy of the
completed standard flood hazard determination forni, in
cither hard copy or clectronie form, for the period ol time
the bank owns the loan.

Section 227 Foreed placement of flood insurance.
Il a bank, or a servicer acting on behalf of the bank,
determines at any time during the term ol a designated loan
that the buitding or mobile home and any personal property
seeuring, the designated loan is not covered by ilood insur-
ance or is covered by flood insurance in an amount less
than the amount required under section 22.3, then the bank
or its servicer shall notily the borrower that the borrower
should obtain lood insurance, at the borrower’s expense,
in an amount at least equal (o the amouant required under
section 22,3, for the remaning term of the loan, I the
borrower fails (o obtain ood insurance within 45 days
alter notilication, then the bank or its servicer shall pur-
chase insurance on the borrower’s behall, The hank or its
servicer may charge the borrower for the cost of premiums
and fees incurred in purchasing the insurance,



938  lederal Reserve Bulletin b | October 1996

Scction 22,8 Determination fees,
(1) General. Notwithstanding any Federal or State Jaw
other than the Flood Disaster Protection Act of 1973 as
amended (42 US.CO4001-4129) any bank, or a servieer
acting on behall ol the bank, may charge o rcasonable lee
tor determining whether the buildmg or mobile home se
curing the loan is locuted or will be located ina special
flood hazard arca. A determination fee may also miclude,
but is not limited 10, a lee for hile of-loan monitoring,
(by Borrower fee. 'Fhe determination fee authorized by
paragraph () of this section may be charped o the bor-
rower il ihe determination:
(1) 1s made in connection with o making, increasing,
extending, or renewing of the foan that is initaed by the
borrower:
(2} Reflects the Director of FEMA’s revision or updating
ol floodplain arcas or (lood-risk zones;
() Reflects the Diector of FEMA’s publication of a
natice or compendium that;
(i) Afleets the arca in wlueh the building or mobile
homie securing the foan is located: or
() By determinaton of the Ditector of FEMA, niay
reasonably require a determiination whether the build
ing or mobtle home securing the loan is located ina
special lood hazard arca; or
(4 Results in the purchase of flood insturance coveriage
by the bank o1 ity servicer on behall of the borrower
under section 227,
(¢) Purchaser or transferce fee. 'The determination fee
authorized by paragraph (a) of this section may be charged
1o the purchaser or transferce of a foan in the case of the
sale or transfer ol the loan.

Scetion 22,90 Notice ol special Tood hazards and
availability of Federal disaster rehiel assistance.

() Notice requiresient. When a bank makes, increases,
extends, or renews a loan seeured by a building ora mobile
homie located ot (o be focated in a special Mood hazard
arca, the bank shall mail or deliver a written notice o the
borrower and 1o the servicer o all cases whether or not
flood insurance i~ available under the Act Tor the collateral
seeuring the loan.

(by Contents of notice. The written notice must include the
folowing itformation:

(1) A warning. inna form approved by the Ditector of

FEMA, that the building or the mobile home is or will
be located i a special ood hazavd arca:

(2) A description ol the food insurance purchase re-
quirements set forth meosection 102(h) of the Flood
Disaster Protection Act ol 1973, as amended (42 11.8.C,
4012a(b));

(3 A statement, where applicable, that flood insurance
coverage is availuble under the NP wind may also be
available from private insurees: and

By A statenment whether Pederal disaster reliel assis-
tanee may be available in the event ol damage to the
buildmg or mobile home caused by flooding in a Feder-
ally declared disaster.
() Timing of notice, 'The bank shadl provide the notice
required by paragrapl (a) ol this scction to the borrower
within o reasonable time belore the completion ol the
transaction, and to the servicer as prompltly as practicable
alter the bank provides notice 1o the borrower and in any
cvent no fater than the time the bank provides other similar
notices to the servicer concerning hazard imsurance and
taxes. Notice (o the servicer may be made electronicatly or
may take the form ol a copy of the notice 1o the borrower.
(< Record of receipr, 'The bank shall retain a record of the
receipt of the notices by the borrower and the servicer for
the period of time the bank owas the loan.
(¢) Alternate method of notice. Instead ol providing, the
notice to the borrower required by paragraph (a) of this
seetion, a bank may obtain satisfactory writien assurance
from a scller or Tessor that, within arcasonable time belore
the completion ol the sale or lease transaction, the seller or
lessor has provided such notice o the purchaser or lessee,
The bank shall retain a record ol the written assurance
front the sceller or lessor Tor the period ol time the bank
owns the loan.
(1y Use of prescribed Jornr of notice. A bank will be
considered to be in compliance with the requivement for
notice (o the borrower ol this section by providing written
notice 1o the borrower containing the language presented in
Appendix A to this part within a reasonable time before the
completion ol the transaction. The notice presented in
Appendix A to this part satishies the borrower notice re-
quireients ol the Act.

Section 22,10~ Notice of servicer’s identity.

() Notice reqguirement. When o bank makes, increases,
extends, renews, sells, or transters a foan secured by a
building or mobile home located or to be located in a
spectal lood hazard wrea, the bank shall notily the Director
of FEMA (or the Director’s designee) in writing of the
identity of the servicer of the foan. "The Director of FEMA
has designated the insurance provider 1o receive the bank’s
notice ol the servicer’s identity. 'This notice may be pro-
vided clectronically if electronic transmission is satislac-
tory to the Director ol FEMA’s designec.

(b)Y Transfer of servicing rights. 'The bank shall notily the
Director ol FEMA (or the Director’s designee) ol any
change in the servicer of a loan described in paragraph (a)
ol this section within 60 days alier the ellective date of the
change, This notice may be provided electronically if elec-
tronic  transmission is satisfuctory (o the Director of
FEMA™s designee. Upon any change in the servicing ol a
loan described in paragraph () of this section, the duty 1o
provide notice under this paragraph (b) shall transfer (o the
ransferee servicer.



Appendix A Lo Part 22 Sample Form ol Notice ol
Special Flood azards and Availability ol Federal
Disaster Reliel” Assistance

We are giving you this notice to info.m you that: 'The
building or mobile home securing the Toan for which you
have applied is o1 will be tocated inan arca with special
flood hazards. The aren has been identificd by the Director
of the Federal Lmerpency Management Agency (FEMA)
as a special Mood Tazard arcacusing VEMAYS Flood bisin-
ance Rate Map ov the Flood Hacard Bowsdary Map Tor the
following  conumunity: .
This area has aoone percent (1% chance ol a flood cqual (o
or exceeding the base flood elevation ta 100 year flood) in
any given year During the e ofa 30 year mortgage loan,
the risk of a 100 year flood i special Hood hazard arcais
20 percent (20%). Pederal taw alfows v lender and bor
rower jointly (o request the Divector of FEMA Lo review
the determination of whether the properts securing, the loan
is located i aspecial Hood hazard arca. 11 you would like
lo make such v request, please contact us for Turther
inlormation.

CThe community in which the properly securing, the
loan is focated patticipates i the Nationad Flood Tnsurauce
Program (NFIP). Pederal Taw will not allow us to make you
the loan that you have applied Tor o yore do not purchiase
flood insurance. The flood suranee aeast be maintained
for the lite of the toan. 11 you Tail o archase or renew
flood insurance on the propenty, Pederal Tiw authorizes and
requires us o purchase the Bood insuran ¢ tor you al your
Cxpense.

® [ood mswance coverage under e NEIP may be
purchased through an insurance agent wo will obtain the
policy cither diteetly thiough the NEFIP or thirough an
insurance company that participates in the NEIP Tlood
insurance also may be available from provate insurers that
do not participate i the NET

® Araminimum, Hood wsurance purchased must cove
the lesser of:

(1) 'the outstanding principad batance of the tow; or

(2) The maximum amount ol coveragr allowed for the

type of property under the NP,

lood iswance coverage under the MEIP is limited to
the overall value of the propetty securit g the Toan ntinus
the value of the fand on which the properny is located.

® tederal disaster reliel assistance (usually in the Torm
of a low-interest loany may be available Tor damages
incurred inexcess ol your lood insurane * il your commu
nity’s participation i the NEFIP s in acco-dance with NEIP
requirements.

lood insurance coverage under the NIIP s nol

avaitable for the property seenving the foan becanse the
community in which the propeity s ocated does nol
participate in the NEIP Tu addition, if thie non- participating
conmunity has been identificd for at st one year as
containing a special flood hazavd e, properties focated in
the community will not be elipible for Federal disaster
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rehiel assistance in the event of a Federally declared {lood
disaster.

Part 208 MEMBERSHIP OF SEATE BANKING
INSEHTUTTONS IN (1 FEDERAL RESERV E SYSTEM
(REGUINTION TT)

I.'The authority citation Tor Part 208 is revised to read as
[oltows:

Awthority: 12 US.C0 36, 248, 248(c), 321 338a, 3/1d,
401, 81-480, 601, 611, 1814, 1823(]), 1828(0), 18310,
(830p 1, 3105, 3310, 3331 3351 and  39006- 3909,
15 ULS.CU 8L, J8Ihy, /8lep), 7811, T80--He)S). T8,
J8q 1oand /8wy 31 ULS.CLUS3ER 2 ULS.CL 401240, 11044,
104D, 41006, and 4128,

Section 208.8(¢) |Removed and Reserved|

20 I section 2088, paragraph (¢) is removed and reserved,
and APPENDIX A SAMPLE NOTHCES is removed,
3.0 A new section 208,23 and its Appendix A are added at

the end ol subpart A to read as Tollows:

Section 208.23
{lood hazards.

Loans i arcas having special

() Purpose and scope (1) Purpose. 'The purpose ol this

section s 1o implement the requirements ol the National
[lood Insurance Act ol 1968 and the Flood Disaster
Protection Act of 1973, as amended (42 U.S.CL 400)
T129).
(2) Scope. This section, except tor paragraphs (1) and (h)
of this scetton, applics to loans secured by buildings or
mobile homes located or to be located in arcas deter-
mined by the Diteetor of the Federal Fuierpency Man-
agement Agency o have special lood hazards. Para
sraphs (1 and (hy of this scetion apply to foans secured
by buildings or maobile homes, regardless of location.

(by Defmitions, (1) Act means the National Tood fnsur-
ance Act ol 1968, as amended ¢12 U.S.C 4001 4129).
(2) Building mcans a walled and roofed structure, other
than a gas ot liquid storage tank, that is principally
above ground and adlixed 1o @ permanent sie, and a
walled and roofed structine while in the course of con-
struction, alteration, or repair.

(3) Cosmnaniiy imeans o Stae o political subdivision
ol a State that has zoning and building code jurisdiction
over a particular ea having special Nood hazards.

(') Desienaied foan means a loan secured by a building
or mobile home that is located or to be located in a
spectal flood hazard arca in which flood insmance is
available under the Act,

(5) Director of I'EMA mcans the Director ol the bederal
Emergency Management Apency.

(0) Mobile home means a shiucture, transpottable in one
or nmote sections, that 1s built on a permanent chassis and
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designed for use with or without a permanent foundation
when attached (o the required utilities. The term mobile
home does not include a recreationad vehicle. For pur-
poses ol this section, the term mobile home means a
mobile home on a permanent Toundation. 'The term
mobile home includes a manulactured home as that term
is used in the NEIP,
(7) NIFIP mcans the National Flood Insurance Program
authorized under the Act.
(R) Residential improved real estate means real estate
upon which a home or other residential building. is
located or to be located.,
(9) Servicer means the person responsible for:
(1) Receiving any scheduled, periodic payments [rom
a borrower under tlie terms ol loan, including,
amounts for taxes, msurance premiams, and other
charges with respect to the property securing, the loan;
and
(1) Making payments ol principal and interest and
any other payments frony the amounts received [tom
the borrower as may be required under the terms ol
the toun.
(O Special flood hazard area means the Tand in the
flood plain within a community having at least a onc
pereent chance of flooding in any given year, as desig-
nated by the Birector of FEMA,
(LY Table funding means a settlement at which a loan is
funded by a contemporancous advance of loan funds and
an assignment ol the loan to the person advancing the
funds.
(¢) Requirement to purchase  flood insurance where
available --
(1) In general. A stale member bank shall not make,
increase, extend, or renew any designated loan unless
the building or mobile home and any personal property
securing the Toan is covered by flood insurance for the
term ol the loan. The amount of insurance must be at
lcast cqual to the lesser ol the outstanding principal

balance of the designated loan or the maximum limit of

coverage available for the particular type of property
under the Act. Flood insurance coverage under the Act is
limited to the overalt value of the property sceuring the
designated loan minus the value ol the land o which the
property is located.
(2) Tuble funded loans. A state member bank that ac-
quires a loan from a mortgage broker or other enlity
through table funding shall be considered to be making a
loan for the purposes of this section,
() Lovemptions. The Nood insurance requirement  pre-
scribed by paragraph (¢) ol this section does not apply with
respect 1o

(1) Any State-owned property covered under a policy off

self-insurance satisfactory to the Director of IFEMA,
who publishes and periodically revises the list of States
falling within this exemption; or

(2) Property securing any loan with an original principal
balance of $5,000 or less and a repaymient term ol one
year or fess.

(©) Fiscrow requirement. 1 state member bank requires
the escrow of taxes, insurance premiums, fees, or any other
charges for a loan sceured by residential improved real
estate or a mobile home that is made, increased, extended,
or renewed alter October [, 1996, the state member bank
shadt also require the escrow of all premiums and fees for
any flood inswrance required under paragraph (¢) ol this
section. The state member bank, or a servicer acting on its
behall, shall deposit the flood insurance premimns on
behall ol the borrower in an escrow account. 'This escrow
account will be subject to escrow requirements adopted
pursuant 1o section [0 of the Real Fstate Settlement Proce-
dures Act of 1974 (12 TLS.CL2609) (RESPA), which gener-
ally limits the amount that may be maintained in cscrow
accounts lor certain types ol foans and requires escrow
account statements for those accounts, only il the loan is
otherwise subject to RESPAL Tollowing receiptl of a notice
from the Director of FEMA or other provider of lood
insurance that prentiums are due, the state member bank,
or a servicer acting on its behall, shall pay the wmount
owed 1o the insurance provider from the escrow account by
the date when such premiums are due.

(I Required use of standard flood hazard determination

Jorm

(1) Use of form. A state member bank shall use the
standard flood hazard determination form developed by
the Director ol FEMA (as set forth in Appendix A of
44 . ER. Part 65) when determining whether the build-
ing or mobile home offered as collateral security for a
loan is ot will be located in a special flood hazard arca in
which flood insurance is available under the Act. ‘The
standard flood hazard determination formy may be uscd
in a printed, computerized, or electronic manner.

(2) Retention of form, A state menmiber bank shall retain o
copy ol the completed standard lood hazard determina-
tion (orm, in cither hard copy or electronic form, for the
period of time the bank owns the loan,

(2) Forced placewent of flood insurance, If a state member
bank, or a scrvicer acting on behalf of the bank, determines
at any time during the term of a designated loan that the
building or mobite home and any personal property secur -
ing the designated foan is not covered by (lood insurance or
is covered by flood insurance in an amount less than the
amount required under paragraph (¢) of (his section, then
the bank or its servicer shall notify the borrower that the
borrower should obtain flood insurance, at the borrower’s
expense, inan amount al least equal to the amount required
under paragraph (¢) of this section, for (he remaining, et
ol the loan. I the borrower fails (o obtain flood insurance
within 45 days after notification, then the state member
bank or its servicer shall purchase insurance on the borrow-
er’s behalf. 'The state member bank or its servicer may
charge the borrower for the cost of premiums and fees
incurred in purchasing the insurance.

() Determination fees (1) General. Notwithstanding any
Federal or State law other than the Flood Disaster Pro-
tection Act ol 1973, as amended (42 US.C40010-4129),
any state member bank, or a servicer acting, on behalf of



the bank, may charge a reasonable fee Tor determining
whether the building or mobile home sccuring the foan
ts located or will be located in o special flood hazard
arci. A determination {fee may also include, but is not
limited to, a lee Tor life-ol* loan monitoring,
(2) Borrower fjee. 'The determination fee authorized by
paragraph (D1 of this section may be charged to the
borrower il the deternmimation:
(1) Is made in connection with o making, increasing,
extending, or renewing ol the foan that is initiated by
the borrower,
(it) Refleets the Director of FEMA’s evision or updat-
ing of Hoodplain arcas or Nood risk vones;
(i) Reflects the Director ol FEMA' publication ol a
notice or compendiunt that:
(A) Alleets the arca in which the Futlding or mobile
home sccuring the loan is located: or
(B) By determination ol the Divector of FIEMA,
may reasonably require a deternmination whethes
the building or mobile hote securing the loan is
located ina special flood hazard arca; or
(iv) Results in the purchase ol {lood insurance cover-
ape by the lender or its servicer on beladl ol the
borrower under paragraph (g) ol this seetion,
(3) Purchaser or transferee fee. The determination fee
authorized by paragraph ()(1) of this seclion may be
charged to the purchaser or transiceree of a loan in the
case of the sale or transler ol the toan,

(1) Notice of special flood hacaids and availability of

Federal disaster relief assistance

(1) Notice requirement. When a stae meniber bank
makes, increases, extends. or reaews a ioan sceeured by @
building or a mobile home locuted o1 10 be located in @
special ood hazard arca, the bank shali mail or deliver a
written notice (o the borrower and 1o the servicer in all
cases whether or not flood insurance is available under
the Act lor the collateral securing the loan,

(2) Contents of notice, 'The written no ice must include
the following information:

i A warning, in a form approved Iy the Dircctor of
L P b

I'EMA, that the building or the mobiie home is or will
be located in a special Hlood hazard area;
(ity A deseription ol the Hood insurance purchase
requirements set forth in section 1022(by ol the Flood
Disaster  Protection  Act ol 1973, as  amended
(42 VL.S.CL4012ab));
(i) A statenient, where applicable, that flood imsur-
ance coverage is available under th: NFIP and may
also be available Trom private insuress; and
(iv) A statement whether Federal disaster reliel assis
tance may be available in the event ol damage to the
building or moebile home caused by flooding in a
Federally declared disaster.
() Timing of notice, 'The state member bank shall pro
vide the notice required by paragraph (0)(1) of this
seetion Lo the borrower within a reasonable time before
the completion ol the transaction, and o the servicer as
promptly as practicable after the bank provides notice to
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the borrower and in any event no later than the time the
bank provides other similar notices to the servicer con-
cerning hazard insurance and taxes. Notice (o the ser-
vicer may be made clectronically or may take the form
of a copy of the notice to the borrower.

() Record of receipt. ' The state member bank shall retain
arecord of the reeeipt ol the notices by the borrower and
the servicer Tor the period of time the bank owns the
foan.

(5) Alternate method of notice. Instead ol providing the
notice to the borrower required by paragraph (Y1) of
this section, a state member bank may obtain satislac-
lory written assurance from a seller or lessor that, within
a reasonable tine before the completion ol the sale or
lease transaction, the seller or lessor has provided such
notice to the purchaser or lessee. 'The state member bank
shall retain o record of the written assurance from the
seller or lessor for the period of time the bank owns the
loar,

(O) Use of preseribed form of notice. A state member
bank will be considered 1o be in compliance with the
requirctent for notice o the borrower of this para-
praph (i) by providing wrillen notice to the borrower
containing the laneuage presented in Appendix A o this
section within a reasonable time before the completion
ol the transaction, The notice presented in Appendix A
to this section satisfies the borrower notice requirements
of the Act.

(j) Notice of servicer's identity - (1) Notice requirement.

When a state member bank makes, increases, extends,
renews, sells, or translers a loan secured by a building or
mobile home located or to be located in a special flood
hazard arca. the bank shall notify the Director of FIEMA
(or the Director’s designee) in writing of the identity of
the servicer of the loan. The Director of FEMA has
designated the insurance provider to receive the state
member bank’s notice ol the servicer’s adentity. This
notice may be provided clectronically il electronic trans

mission is satisfactory to the Director of FEMA’S desig

nee.

(2) Transfer of servicing rights. The state member bank
shall votify the Director ol FEMA (or the Director’s
designee) of any change in the servicer ol a loan de-
seribed in paragraph ()1 of this section within 60 days
alter the effective date of the change. This notice may be
provided electronically il electronic transmission is satis-
lfactory to the Director ol FEMA’s designee. Uponr any
change i the servicing of a loan described in para:
eraph (DD of this section, the duty to provide notice
uncler this paragiaph ())(2) shall transfer to the transleree
servicer.

Appendix A to Sectionn 208.23 - Sample Form of
Notice Notice ol Special Flood Hazards and
Availability of Federal Disaster Relief Assistance

We are giving you this notice to inform you (hat:
The building or mobile home seeuring, the loan for which
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you have applied is or will be located in an arca with
special flood hazards. The arca has been identified by the
Director ol the Federal Emergency Management Agency
(FEMA) as a special flood hazard arca using FEMA’s
Flood Insurance Rate Map or the Flood Hazard Iiuuml(u'_\'
Map for the following community:

This arca has a one percent (19%) Lhdl](,b ol a flood L(]lel 10
or exceeding the base flood elevation (a H00-year flood) in
any given year. During the lite ol a 30-year mortgage loan,
the risk ol a 100-year flood in a special flood hazard arca is
26 percent (26%). Federal law allows a lender and bor-
rower jointly to request the Director of FEMA to review
the determination of whether the property securing the loan
is located in a special llood hazard area. I you would like
10 make such a request, please contact us for further
information.

___The community in which the property sccuring the
loan is located participates in the National Flood Insurance
Program (NFIP). Federal law will not allow us to make you
the foan that you have applied for if you do not purchase
flood insurance. The flood insurance must be maintained
for the hife of the loan. If you fail to purchase or renew
flood insurance on the property, Federal law authorizes and

requires us to purchase the flood insurance for you at your

expense.

® [lood insurance coverage under the NEFIP may be
purchased through an insurance agent who will obtain the
policy cither dircetly through the NEIP or through an
insurance company that participates in the NEIP. Flood
insurance also may be available from private msurers that
do not participate in the NFIP,

® At a minimum, llood insurance purchased must cover
the lesser of:

(1) the outstanding principal balance of the loan; or

(2) the maximum amount of coverage allowed for the

type of property under the NEIP,

Flood msurance coverage under the NEIP is fimited to
the overall value of the property securing the loan minus
the value of the land on which the property is located.

® FPederal disaster reliefl assistance (usually in the form
of a low-interest loan) may be available for damages
incurred in exceess of your flood insurance il your commu-
nity’s participation in the NFIP is in accordance with NFIP
requirements.

_ Flood insurance coverage under the NFIP is not
available for the property securing the loan because the
community in which the property is located does not
participate in the NEIP. In addition, il the non-participating
community has been identified for at least one year as
containing a special flood hazard arca, properties located in
the community will not be cligible for Federal disaster
relief assistance in the event of a Federally declared flood
disaster.

AMENDMENT TO REGUIATION Y

The Board ol Governors is adopting a final rule amending
its interpretive rule regarding investment adviser activities

of bank holding companics 1o allow a bank holding com-
pany (and its bank and nonbank subsidiaries) to purchase,
in a fiduciary capacity, securitics of an investment com-
pany advised by the bank holding company if the purchase
is specifically authorized by the terms ol the instrument
creating the fiduciary relationship, by court order, or by the
law of the jurisdiction under which the trust is adminis-
tered. This amendment would reflect changes that have
occurred since the rule was adopted; and would conform
the Board’s interpretive rule to rules applied to banks by
the Federal Deposit Insurance Corporation and the Oftice
of the Comptroller of the Currency, and the standard in
section 238 of the Federal Reserve Act for this type of
aclivity.

Effective September 30, 1996, 12 C.ER. Part 225 is
amended as follows:

Part 225—Bank Holding Companies and Change in
Bank Control (Regulation Y}

1. The authority citation for 12 C.ER. Part 225 continues

1o read as follows:

Authority: 12 U.S.C.
1843(c)(K), 1844(b),
3351, 3907, and 3909.

ERT7(DC13), I8I8, 18311, (831p-1,
t972(1), 3106, 3108, 3310, 3331-

2. Section 225.125 is amended by revising paragraph (g) to
read as follows:

Scction 225.125—Investment adviser activities.
ES & & & +

(g) In view of the potential conflicts of interests that may
exist, a bank holding company and its bank and nonbank
subsidiaries should not:
(1) Purchase for their own account sccuritics of any
investment company for which the bank holding com-
pany acls as investment adviser;
(2) Purchase in their sole discretion, any such securities
in a fiduciary capacity (including as managing agent)
unless the purchase is specifically authorized by the
terms of the instrument creating the fiduciary relation-
ship, by court order, or by the law of the jurisdiction
under which the trust is administered;
(3) Extend credit to any such investment company; o
(4) Accept the securitics of any such investment com-
pany as collateral for a loan which is for the purpose of
purchasing securities of the investment company.

ORDIERS ISSUED UNDER BANK HOILDING COMPANY ACT

Orders tssued Under Section 3 of the Bank Holding
Company Act

First Merchants Corporation
Muncie, Indiana



Order Approving the Acquisition of a Bank Holding
Company

First Merchants Corporation, Muncie, Indiana (" First Mer-

chants™), a bank holding company within the mcaning of

the Bank Holding Company Act ("BHC Act”), has re-
quested the Board's approval under sect.on 3 of the BHC
Act (12U.S8.C0§ 1842) 1o merge with Randolph County
Bancotp (“"Randolph™), and thereby acquire its wholly
owned subsidiary bank, Randolph Couaty Bank (“*Ran-
dolph Bank™), both in Winchester, Indiana.

Notice of the proposal, allording intecested persons an
opportunity to submit connuents, has been published
(Ot Federal Register 31,941 (1996)). The time for filing
comments has expired, and the Board has considered the
proposal and all comments received in Lght of the factors
set forth in section 3(¢) ol the BHC Act,

First Merchants is the 14th largest commercial banking
organization in I[ndiana, controlling deposits ol approxi-
matety $596 million, representing appreximately 1.1 per-
cent of total deposits in commercial banking organizations
in Indiana.' Randolph is the 88th fargest commiercial bank-
ing organization in Indiana, controlling approximately
$03.4 million in deposits, representing less than 1 percent
of total deposits in commercial banking organizations in
the state. On consumniation of the prcposal, First Mer-
chints would become the 13th largest commercial banking
organization in  Indiana  and  control  approximately
$659.4 million in deposits, vepresenting pproximately 1.2
percent of total deposits in commercial hanking organiza-
tions in the state.

Competitive Considerations

First Merchants's subsidiary bank, First Merchants Bank,
National Association, Muncic (“Merchants Bank™), and
Randolph Bank compete directly in the Muncie banking
market (““Muncic banking market™).” Merchants Bank is
the largest depository institution in the Muncice banking
market, controlling deposits of approximately $446.9 mil-
fion, representing, approximately 31.6 purcent of total de-
posits i depository institutions in the market (“market
deposits™).* Randolph Bauk is the cighth largest deposi-

1. State deposit dati are as of December 31, 1995, and muarket share
data are as of June 30, 1995,

2, The Muncie banking market is approximated by Delaware and
Randolph Countics in Indiana, excluding Washigton and Greenstork
townships; Licking and Jackson townships m Blackford County, Indi-
anag and Jackson township in Darke County, Ohio.

3. In this context, depository mstitutions inclu le commercial banks,
savings banks, and savings associations. Marke  share data are based
on a cafeulation in which the deposits of thrilt institutions are included
at 50 percent. The Board previously has indicated that thrilt institu-
tions have become, of have the potential to become,  significant
comipetitors ol commmercial banks, See. WM ancorp, 76 Federal
Reserve Bullerin 788 (1990); National City Corporation, 70 Federal
Reserve Bullerin 743 (1984). Thus, the Bouard Fas regularly included
thrdt deposits i the caleulation ol market share on a 50-percent
weighted basis. See, e, First Heawvaiiun Ine. 1T Federal Reserve
Bulletin 52 (1991),
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tory institution in the Muncie banking market, controlling
deposits of $62.8 million, representing approximately
4.4 pereent of market deposits. After consummation ot the
proposal, First Merchants would control deposits of ap-
proximately $509.7 million, representing approxiniately
36 percent of market deposits. The Hertindahl Hirschman
Index (“HLULE?) for the Muncie banking market would
increase by 281 points 1o 2184, Consummation of the
proposal, therefore, would exceed the threshold levels of
market concentration as measured by the HHET under the
Department of Justice Merger Guidelines. !

The Board believes that several factors in the Muncic
banking market mitigate the potential anticompetitive ef-
feets of the proposal. For example, cight other competitors
would remain in the market, including three relatively
large out-of-state banking organizations, cach with total
deposits of more than $2 bitlion, 1o addition, theee ol the
cight other competitors, including one ol the large out-of-
state banking organizations, would cach control at least
9 pereent of total deposits in depository institwtions in the
market.

The Muncic banking market also has several characteris-
tics that make it attractive for entry. Deposit growth in the
Muncic Mctropolitan Statistical Arca (“"MSA™) has sub-
stantially exceeded the average deposit growth in Indiana’s
other MSAs during recent years, and recent job growth in
the market has been substantial. ‘The Muncic MSA also
has recently expericneed both de novo entry and entry by
acquisiton,® and a farge interstate banking organization
has announced its intention to enter the Muncie banking
market. Indiana’s inferstate and branch banking  laws,
morcover, permit both statewide branching and mterstate
banking, and, therefore, present low legal barriers 1o entry
into the Muncie banking market for in-state and out-of-
state banking organizations.” 'The Department of Justice
has reviewed the proposal and advised the Board that
consummation ol the proposal would not likely have any
significantly adverse competitive effects in this or any
relevant banking market.®

4. Under the revised Department of Justice Merger Guidelines,
49 Federal Register 20823 (June 29, 1984), a market in which the
post-merger HHL is above 1800 is considered to be highly concen-
trated. The Department of Justice has informed the Board that a bank
mierper or acquisition genetally will not be challenged (in the absence
ol other fuctors indicating anticompetitive clfects) unless the post
merger HHE s at feast 1800 and the merger increases the HEL by more
than 200 points. The Departiient of Justice has stated that the higher
than normal HEL theesholds for sereening, bank mergers for anticom-
petitive effects implicitly recognize the competitive eflect of limited -
purpose fenders and other nondepository financial entities.

5. Ome recent study ranked the Muncic metropolitan arca first
amonyg SO simitaly sized metropolitan arcas in terms ol job ereation
in the United States.

0. Michigan’s third Lagest bank entered the market de novo in 1995,
and entry by acquisition occurred i 1994 and 1945,

7. Indiana Code Annotated §8§ 28 213 19 and 28 2 16 15 (Burns
1990).

8. T'he Office of the Comphioller ol the Currency and the Federal
Deposit Insurance Corporation have not objected to the proposal.
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Based on these and all the facts of record, the Board
concludes that consunmmation of the proposal is not likely
o have a significantly adverse effect on competition or on
the concentration of banking services in the Muncie bank-
ing market or any other relevant market. In light ol all the
facts ol record, the Board also concludes that the linancial
and managerial resources and Tuture prospects of st
Merchants and Randolph and their respective subsidiaries
are consistent with approval, as are considerations relating
to the convenience and needs of the community to be
served and other supervisory factors the Board must con-
sider under the BHC Act.

For these reasons, and in light ol all the other Tacts of

record, the Board has determined that the application
should be, and hereby is, approved. The Board's approval
is expressly conditioned on First Merchants” compliance
with all the commitments made in connection with the
application. The commitiments relicd on by the Board in
rcaching this decision shall be deemed to be conditions
imposed i writing by the Board in connection with its
findings and decision, and, as such, may be enforced in
proceedings under applicable law.

The merger with Randolph shall not be consummated
before the fifteenth calendar day following the eflective
date of this order or later than three months alter the
eifective date of this order, unless such period is extended
lor good cause by the Bourd or by the Federal Reserve
Bank ol Chicago, acting pursuant to delegated authority.

By order of the Board of celfective
August 28, 1990,

Governors,

Voting for this action: Chairman Greenspan, and Governors Lind-
sey, Phillips, Yellen, and Meyer. Abseut and not voting: Viee Chaii
Riviin and Governor Kelley.,

WILLIAM W. WILES
Secretary of the Board

InterWest Bancorp, Inc.
Oak Harbor, Washington

Order Approving the Acquisition of a Bank Holding
Company

InterWest Bancorp, Inc., Oak Harbor (“InterWest™), a
bank holding company within the meaning ol the Bank
Holding Company Act (“BHC Act™), has requested the
Board’s approval under section 3 ol the BHC Act
(12 U.8.C0§ 1842y to merge with Central Bancorporation,
Wenatchee (Central™), and thereby indirectly acquire its
wholly owned subsidiary banks, Central Washington Bank,
Wenatchee, and Northry Central Washington Bank, Omak,
all in Washington.

Notice of the proposal, affording interested persons an
opportunity 1o submit commients, has been published
(061 Federal Register 21,183 (1996)). The time lor liling
comments has expired, and the Bouard has considered the
proposal and all comments received in light ol the tactors
set forth i seetion 3(¢) ol the BHC Act.

InterWest is the ninth largest depository institution in
Washington, controlling  deposits ol approximately
$833 million, representing approximately 1.6 percent ol
total deposits i depository institutions in Washington.!
Central is the 32d largest depository institution in Washing-
ton, controlling approximately $178 million in deposits,
representing less than | percent ol total deposits in deposi-
tory institutions in the state. On consummation ol the
proposal, InterWest would become the seventh largest
commercial banking organization in Washington, and con-
trol approximately $1 bitlion in deposits, representing ap-
proximately 2 percent of total deposits in depository insti-
tutions in the state.

Competitive Considerations

InterWest’s subsidiary savings bank, [nterwesl Savings
Bank, Oak Tlarbor, Washinglon (*Savings Bank™), and
Central’s commercial bank subsidiaries, Central Washing:
ton Bank, Wenatchee, Washington (“Central Washing-
ton™), and North Central Washington Bank, Omak, Wash-
ington  (“North  Central”), compete  direetly in the
Washington banking markcts ol Wenatchee (““Wenatehee
banking market™), Omak-Okanogan (" Omak-Okanogan
banking market™), and Chelan (“Chelan banking mar-
ket™).” Consumimation ol the proposal would not exceed
the theeshold levels of market concentration® as micasured
by the Herlindaht Hirschman Index (T under the
Departiment ol Justice Merger Guidelines in the Wenatehee
banking market. !

1. Deposit and market share data are as of June 30, 1995, adjusted
lor mergers and acquisitions that were consummated as of April 30,
1996, In this context, depository institutions mcelude commercial
banks, savings banks, and savings associations.

2. The Wenalchee banking market s approximated by the towns of
Wenatchee, East Wenatchee, Leavenworth, Cashmere, and Waterville,
Washington. The Omak Okanogan banking market s approximated
by the towns of Omak, Okanogan, Oroville, Tonashet, Twisp, and
Winthrop, Washimgton. ‘Fhe Chelan bankimg market s approximated
by the towns of Manson and Chelan, Washington.

3. Market share data are based on a caleulation m which the
deposits of thult institutions are included at 50 pereent. The Board
previously has indicated that theift institutions have become, or have
the potential to become, significant competitors ol commenrcial banks,
See WM Bancaorp, 76 Federal Reserve Bulletn 788 (1990); National
City Covparation, 7O Fedeval Rescerve Bulletin 743 (1984), Thus, the
Boarnd has repularly included thiitt deposits e the calculation of
market shace on a SO-percent weighted basis, See, e, Finse Hawaiian
Ine 7T Federal Reserve Bulletin 52 (1991),

4o The HIHL for the Wenatchee bankmg market would mercase by
115 poiuts (o 1987, Under the revised Department of Justice Meiger
Guidelines, 49 Federal Register 26,823 (June 29, 1984), w market in
which the post-merger HEHT 1s above 1800 18 considered to be highly
concentrated. The Departiment of Justice has informed the Board that a
bank merger ot acquisition generally will not be challenped (in the
absence of other tactors indicating. anticompetitive effects) unless the
post-merger T is at Jeast T8O0 and the merger increases the HHI by
more than 200 points, ‘The Department of Justice has stated that the
Ingher than normal T thiesholds for screening bank meigets lor
anticonpetitive eflects unphicitly secopnize the competitive clfeet off
lunited pupose fenders and other nondepository financial entitics,



These thresholds, however, would be exceeded in the
Onmiak-Okanopan and Chelan banking markets.” 'The Board
noles that HHHI levels are only poidelines that are used by
the Board, the Departiment ol Justice, and the other bank
ing agencies to help identily cases in whtictt i atore detailed
competitive analysis is appropriate (o ascure that the pro
posal would not have a signilicantly adverse effect on
competition in any relevant market. A proposal that fails to
pass the HHT market sereen may nonetheless be approved
because other information may indicate hat the proposal
would not have a significantly adverse ¢ Teet on competi-
tion. "The Departiment of Justice has reviewed the proposal
and advised the Board that consummatio + ol the proposal
would not likely have any significantly adverse competi-
tive eflfects in these ot any refevant Washington banking
markel.”

The Board also believes that several fac-ors in the Omak-
Okanogan and Chelanr mackets mitipate the potentiad anti-
competitive elfects ol the proposal. 'The Board believes that
a caleulation of the T based on total market deposits
does not accurately relfect the competitive effects ol this
proposal in these markets. Inaddition, numerous competi-
tors would remain in both banking marke(s after consum-
mation ol the proposal. I the Omak- O<anogan banking
market, seven deposilory institutions wou:d remain, includ
ing (hree Targe regional conunercial banking, organizations
cach with more than 10 pereent of market deposits. [n the
Chelan banking market, four depository iestitution conipet-
itors would remain, including two large bk holding com-
panics that would control more thanr 34 percent wid
24 pereent ol market deposits, respectively.

The record indicates that govermnental deposits of local
political subdivisions represent a majority ol the deposits
hetd by Interwest in the Omak -Okanogar banking market.
These types of deposits may be volatile because they
eenerally are short-term, subject to competitive bidding,
and usually can be used o fund only short term loans, The
Board previously has determined that i dividual, partaer-
ship, and corporation (1PC™) deposits may be the proper
focus for the competitive analysis of riarkets in which
povernment deposits constitute a relatively large share of
total nuket deposits.” In the Omak- O<anogan banking,
nmarket, 62.6 percent of InterWest’s deposits are non-1PC

deposits, compared with niarket-wide 1oa-1PC deposits of

approximately 9.4 pereent™ In light of these and all the
lacts of record, the Board concludes that the competitive

5. The HET would merease Tor the Omak Okanogan bankmg market
by 397 points to I875, amd for (he Chelan bankmg minket by
211 points to 2981,

6. 'The Oftice ol the Comptroller ol the Cuneney and the Federal
Peposit Insurance Corporation ("1DICT) have not objected to the
proposal.

1. 8ec Banco Popular de Pucrio Rico, 19 Fed ral Reserve Bulletn
919 (1993). ONB Bancshares, fne., 80 Eederal Reserve Bulletin 538
(1991,

8. On average, non [PC deposits account (ot approximately
6.4 percent of total deposits in banks w the Unigd States. These data
are as of June 30, 1995,
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ellects ol the proposal should be considered on the basis of
IPC deposits. When analyzed on the basis of [PC deposits,
the THI Tor deposits in the Omak-Okanopan baunking mar-
ket would mercase 172 points 10 1757, and Interwest
would control 24.3 percent ol 1PC deposits alter consum-
mation ol the proposal.

Barriers to entry tnto these markets are relatively low
because Washinglon taw perntits banks to branch statewide
without restriction. 'The Chelan banking market, in particu-
lar, has characteristics that make it attractive for entry by
an out-ol=market firni. 'The population of the Chelan bank-
ing market increased by 159 percent from 1990 to 1994,
while the population for the entire state mcreased by
9.8 pereent.

Based on these and all the facts ol record, the Board
concludes that consummation of the proposal is not likely
to have a significantly adverse ellect on competition or on
the concentration ol bunking scrvices in the Omak-
Okanogan or Chelan banking markets or any other refevant
market. ‘The Board also concludes in light of all the Tacts of
record that the linancial and managerial resources and
futare prospects of InterWest and Central and their respec-
tive subsidiaries are consistent with approval, as are con-
siderations refating to the convenience and needs of the
community to be served and other supervisory lfactors the
Board must consider under the BHC Act.”

For these reasons, and in {ight of all the other facts of
record, the Bowrd has determined that the application
should be, and hereby s, approved. The Board’s approval
is expressly conditioned on InterWest’s compliance with
all the commitments made in connection with the applica-
tiow. The conmitments relicd on by the Board in reaching
this decision shall be deemed to be conditions imposed in
writing by (he Board in connection with its findings and
decision, and, as soch, may be enforced in proceedings
under applicable law.

The transactions shall not be consumimated before the
lifteenth calendar day following the effective date of this
order, or later than three months aller the eflective date of
this order, anless such period is extended for pood cause by
the Board or by the Federal Reserve Bank of San Fran-
cisco, acting pursuant to delegated authority,

By order of the Board ol Governors, cllective
August 12, 1996,

9. Tnterwest proposes (o operade Savings Bank's branchies, which
are insured by the Savings Association [nsurance Fund, m tndem
witli the branchies of Central’s subsidiary banks, which are insured by
the Bank loswance Fund, The FDIC has determined penerally than
tandent operations ol the type proposed e consistent with restrictions
on a eonverston tansaction” under the Federal Deposit Tnsuranee
ACt(L2US.Co8 IBIS) see FDIC Press Release 47 90 (July |, 1996).
InterWest has proposed steps 1o ensure that deposit transfers by
customers are vofuntary and (o inform customers that the depository
subsidiaries of TmerWestand Central are separate,
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Voting for s action: Chairman Creenspan, Vice Chair Rivlin, and
Governors Kelley, Phillips, and Meyer, Absent and not votimg: Gover
nors Lindsey and Yellen

JENNIFER J. JOHNSON
Deputy Secretary of the Board

KeyCorp
Cleveland, Ohio

Order Approving the Acquisition of « Bank

KeyCorp, Cleveland, Ohio ("KeyCorp™ ). a bank holding
company within the meaning of the Bank Holding Coni-
pany Act CBHC Act). and its wholly owned subwidiary,
Key Bancorp ol New Hampshire, Inc., Bedford, New
Hampshire, have requested the Board's approval under
section 3 of the BIC Act (12 USO8 1842) 1o acquire
Key Bank, Bedford, New Ttampshire ("Key Bank™), a de
novo state-chartered bank.

Notice ol the proposal, allording interested persons an
opportunity to submit conunents, has been published
(61 Federal Register 26,181 (1996))." The time for liling
comments has expired, and the Board has considered the
proposal and all comments received in light ol the tactors
set forth in section 3 of the BHC Act.

KeyCorp, with total consolidated assets ol $66.3 billion,
operates subsidiary banks in 13 states. KeyCorp is the tenth
largest conmmercial banking  organization in the United
States, controlling 1.7 pereent of total United States bank-
ing assets, and is the third larpest commercial banking
organization in Ohio, controlling approximately $13.2 bil
lion in deposits, representing 13,4 pereent of all deposits in
commiercial banking organizations in the state.” KeyCorp
also engages in i number ol permissible nonbanking activ-
itics throughout the United States.

Interstate Analysis

Scction 3(d) of the BHC Act, as amended by section 101 of

the Riegle-Neal Interstate Banking and  Branching Lli-
ciency Act ol 1994, allows the Board 1o approve an appli-

L dnner City Press/Community on the Move (Protestant™) con-
tends that notice of the proposal was required under the Board’s Rules
ol Procedure to be published m Albany, New Yok, The Board’s Rules
ol Procedure provide tor newspaper publication in the " community or
connnunitics iy which the head ofiices of the Largest subsidiary bank,
il any, or an appheant and of cach bank. shares of which aie (o be
directly or indirectly acquired, are located i the case of applications
under section 3 ol the Bank Holdmg Compuany Act.”™ 12 CUER,
262.3((HGaNd). The record mdicates that Key Bancorp ol New
Hampshite, hie., a New Flampshire corporation, mitially was cha
tered s a non-operating company located 1 Albany, New York. but
subsequently moved its headguatters to New Thampshire. Accordingly,
KeyCotp’s publication ol notice o the proposal in newspapers of
general cireulatton on Aprsl 26, 1996, in approprrate arcas in Ohio and
New Hampshire complied with te Boad's Rules of Procedue,

20 US bankmg asset data are as ol March 31, 1996, State deposi
datacare as of June 30, 1995,

cation by a bank holding conpany to acquire control of a
bauk located i a state other than the home state of such
bank holding company, il" cettain conditions are et For
purposes of the BIC Act, the home state ol KeyCorp s
Ohio.> As noted above, KeyCorp would establish a de novo
bank in New Hampshire, The conditions Tor i interstate
acquisition under section 3(d) are niet in this case.! In view
ol all the facts of record, the Board is permitted (o approve
the proposal under section 3(d) ol the BHC Act.

Competitive Considerations

Section 3 of the BIC Act prohibits the Board from approv-
ing an application i the proposal would result in a monop-
oly, or would substantially lessen competition in any rele-
vant market unless such anticompetitive effects are clearly
outweighed in the public interest by the probable eflects off
the transaction in meeting the conventence and needs off
the community to be served. KeyCorp currently does not
operate an insured depository institution in New Famp-
shire, Based on all the facts of record, the Board concludes
that consumnuation ol the proposal would not have any
significantly adverse elfects on competition or the concen-
tration of banking resources in any relevant banking mar-
ket Accordingly, the Board concludes that competitive
considerations are consistent with approval.

Other Factors under the BHC Act

The BHC Act also requires the Board 1o consider the
tinancial and manapeniad resources and [uture prospects ol
the companies and banks involved. the convenience and
needs of the community to be scrved, and certain other
supervisory factors.

A. Supervisory Taclors

The Board has carefully considered the financial and man-
agerial resources and future prospects ol KeyCorp and its
subsidiaries, as well as other supervisory factors in light off
all the facts of record. These facts include supervisory

Ao Pub. Lo Noo 104 28 108 Stat. 2438 (1994). A bank holding
company’s home state is the state in whieh the operations of the bank
holding company’s bankmg subsidiaties were principally conducted
on July 101906, or the dite on which the company became @ bank
holding company. whichever is tater.

o See 12USC0 8§88 1842(h DAY and (BY and 182(D(2HA)
and (B) KeyCorpis adequately caputalized and adequately managed.
The New Hampshive Bankmy Department has detenmmed that Key
Bank 15 not subject o the minimum charter age requitements under
current New Hampshite Taw because the tansaction was authorized
and approved belore New Hhampshice Taw was amended (o impose a
minimum age reguirctient, Inoadditon, on consummation ot the
proposil, KeyCorp and s atfrhiates would controf fess than 10 pereent
ol the total amount of deposits o insuted depository institutions in the
United States, and less than 20 pereent ol the total amount of deposits
ot nsured depository institutions in New Hampshire, as requiced by
state Law. The New Hampshite Banking Department approved Key
Corp’s petition to orpanize a de novo bank, aud has issued a Certib
cate o Adfiliate 1o KeyCorp,



reports ol examination assessing the firancial and manage
rial resources ol the orpanizations anc confidential finan-
cial information provided by KeyCorp. Based on these and
all other Tacts of record, the Board concludes that all the
supervisory Tactors under the BHC Act including manctal
and managerial considerations, weigh in favor ol approv
ing the proposal.”

B. Convenience and Needs Factor

The Board has toug held that consideration of the conve-
nicnee and needs lactor includes areview of the records of
the relevant depository institutions un fer the Community
Reinvestment Act (12 US.CU§ 2901 ¢ seqg) CTCRATY. As
provided in the CRA, the Board has evaluated this fuctor in

light of examinations by the primary foderal supervisors of

the CRA performance records of the relevant institutions.
The Board also s carclully considcred comments from
Protestant contending that branch closings by KeyCorp's
subsidiary banks have adversely allected access (o eredit
and banking scrvices in low lo-moderd te mcome (“LMI™)
communitics located it several states. Protestant also ar
oues that KeyCorp s reported plan to close up to 40 pereent
ol its traditional brick and mortar branches over the next
four to five years would disproportionately disadvantage

I.MI arcas. In addition. Protestant criticizes the record of

lending, of several of KeyCorp's subsidiary banks in 1.MI
arcas and arcas with predominantly Afiican- American pop-
ulations” by citing housing-refuted fown data fded under the
Honme Mortgage Disclosure Act (12 US.CU§ 2801 ¢f seq.)
CTIMDA) Tor a number of metropoli an areas®

An institution’s most recent CRA performance evalua
tion is a particularly impaortant considesation in the applica-
tions process because it represents a detailed on site evalu
ation ol the institution’s overall reeord ol performance
under the CRA by its primary federal supervisor.” I addi

5. Protestant allepes that KeyCorp managenent impropetly paid for
A flight for the News York State Tax Comnussioner rom Cleveland (o
Albany i May. 1996, KeyCorp states that it has bidled the Commis
sionetr’s oflice Tor the cost of passage on the (light which had been
scheduled to transport KeyCorp employees hrom Cleveland o Atbany.

6. In particular, Protestant alleges that specilic branch closmgs and
consolidations in Indiana and Ohio in 1995 ad 1996 climinated
convenent bankimg alternatives ina unmber ol communitios. Protes-
tant believes that e eritera that these banks have used (o determine
whether o braneh shonld be closed have adisparate impact on 1M1
arcas and communities with predonunantly minotity popualations.

7. 'These banks include Key Bank of New Vork, Albany, New York
("Key Bank-NY ™), Key Bank of Washingtcn, Tacoma, Washington
(UIey Bank-WA™), Key Bank ol Orepon, Porthind, Oregon (" Key
Bank-OR™). Society National Bank, Clev~and, Ohio (7"Society
O™, Society National Bank, South Bend, Indiana (7" Society INT).
and Society Bank. Ann Avbor, Michipan (" Society MIT™).

8. Data tor Key Corp™s sabsidiary baaks cied by Protesiant melnde
data from the Tollowmg mettopolitan weas: Aadbany, Bullalo, Rochies
ter, Syracuse, Binghamton, and New York City, all i New Yok
Seattte and Tacoma, both in Washmgton, Pordand and Salen, both m
Oregon: Detroit, Michigan: Bloomtington, Tdianapots and Blkhan
Goshen, all i Indana: and Cinenmati, Ohio,

9. The Board noles that the Statement of the Federal Financial
Supcrvisory Agencies Regading the Coma unity: Remvestinent Act
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tion, the Board considers an institution”s policies and prac-
tices for complinnee with applicable Tair lending laws. The
Board also takes into account information on an institu-
tion’s lendimg activities that assist in meeting the eredil

needs ol low and moderate income neighborhoods, in

cluding programs and activities initiated sinee its most
recent CRA performance examination, '

Performance Franunations. AlL of KeyCorp's subsid-
tary banks, including the banks conducting, the banking
activities in the arcas discussed in Protestant’™s comments,
recetved a CRA performance rating ol “satislactory™ or
“outstanding™ i their most reeent evafuations for CRA
performance by their primary federal supervisors (collee-
tively, "CRA Examinations™ ). In particular. Key Bank-
NY, Key Bank OR, Socicty O, Society-IN, and
Socicty M1 received “outstanding™ ratings {from their pri
mary federal supervisors.”” Key Bank WA was rated “sat-
isfactory™ by the Yederal Deposit Tnsurance Corporation
CEDICT)Y at its most recent CRA performance evaluation.

The examinations of the particular KeyCorp subsidiary
banks that were the primary focus ol Protestant’s com-
ments penerally found that the community delineations for
the banks were reasonable and did not exclude any LM
neighborhoods. T general, examiners also concluded that
the geographic distribution ol credit demonstrated reason-
able penetration of all sepments of cach bank's communi-
ties, including [.MI ncighborhioods. None of the banks was
found 1o have engaged inillegal credit practices or prac

provides that « CRA exanunation ts an iniportant and often controlling
lactor in the consideraton of an wstitution’s CRA 1ecord and that
weports ol these exammations sall be piven great weght i the
applications process, 54 Federal Regisier 137712, 13,715 (1989).

1O, Protestant arpaes that Key Corp's exaniinations shouldd be ac
corded ttde weight beeause they me outdated. As noted, the Board
has considered alt the mlonmation of record since the perlonmance
examinations of KeyCorp's subsidiary banks, meluding mformation
provided by Protestant and KeyCorp, The Board has also considered
supetyisory miormation from the primary federal supervisors ol the
subsidrary banks, patticularly when the most recent examination of a
KeyCorp subsidiary bank mdicated arcas 1o be addressed 1o improve
its performance

[ The CRA ratings for all of KeyCorp's subsidiary banks are sct
forth e Appendin. AL KeyCorpoalso owns Key Bank USA] NLAL
Cleveland, Ohio C*Key Bank USA™) which was chartered in Septem
ber 1995 and has not been examiuned Tor CRA performance. Protestant
maintans that the bank’s reeent designation as a hmited purpose bank
under the new CRA repulations was in cuior, See 00 federal Register
220056 (1995). This designation was made by the Oftice ol the
Comptiolier ol the Cuprency (COCC™ ) the primary Tederal supervisor
of Key Bank USA under 12 CURL25.25¢h) and s ot reviewable by
the Board,

170 Key Bank NY also received an “outstind g™ rating tor CRA
petlotnance from the New York State Baonking  Department
CNYSBD™) as of December 31, 1995, Protestant contends that thus
examimation should be given hittle wereht because 1t was conducted
oll site. The Board has considered  mlormation provided by the
NYSBD examination, which assesses the bank’s comphanee under
section 28 ol the New York Banking Law, as well as mlotmation
provided by the FDICTS on site exsammation,

13 1DIC examiness concluded that Key Bank WA liad mconsis-
tently appliecd the hank’s miethodolopy for delincating ats serviee
commitity. The Board has considered the bank’s new delincated
communtty i lght of supervisory information provided by the FDIC,
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tices that discourage applications for credit.'? Examiners
also determined that the banks” ascertainment cfforts were
cllective, and marketing activitics sulticiently informed all
residents of banks™ delineated community ol its available
banking products and services, Examiners indicated that all
the banks offered some programs to support aflordable
housing and small business lending in their communitics
and that all the banks participated (o some extent in federal
and local povernment-sponsored loan prograns, These ex-
aninations, morcover, found that many of the banks were
actively involved in community development lending pro-
prams with local nonprofit organizations or community
development corporations,

KeyCorp has developed several products on ihe corpo-
rate level to help mect the eredit and banking scrvice needs
of L.MI custonmers. KeyCorp’s HomeAssist program olfers
mortgages with a lower downpaynent and the ability to
{inance closing costs. Under this progeam, an approved
applicant is eligible to receive a contribution from the hank
ol up to 2 pereent of the purchase price of a home, up Lo a
maximwm ol $1,000. A related corporate product called
LoanAssist helps customers establish or improve credit
historics.

KeyCorp’s subsidiary banks also locally develop and
participate in special lending programs that reflect the
unique credit needs ot particular communities. ach sub-
sidiary bank has several specialized programs designed o
improve its lending to LMEand minority communities. For
example, Key Bank-NY has commitied perianent mort-
pape financing for Affordable Housing Projects in several
cities in New York and has developed the Key Affordable
Mortgage Program in conjunction with the New York State
Commissioner o Housing to provide homeownership op-
portunitics for LML individuals. In April 1994, Kcey
Bank-NY introduced the Key to the City program that
required only a $500 down payment for the purchase of a
onc-to-four family residential dwelling focated in an LMI
census tract. Through May 1995, Key Bank-NY originated
approximately $50 million in mortgages under the Key to
the City product. In addition, in January 1994, Key
Bank-NY comutitted $20 million to the Key to Ownership
program oftered with New York state’s [Home Ownership
Development Program and the State of New York Mort-
page Ageney’s Mortgage Insurance Fund. The Key to
Ownership program has a $5,000 minimuam loan amount,
terms up o 30 years, flexible underwriting standards, and
reduced downpayment and closing costs.

14, The KeyCorp-WA examination noted weaknesses in the bank’s
procedues tor fair lending Law compliance, including reviews ol all
denied applications, and in the bank’s ability to retiieve denied foan
liles. The examiners found that there was no indication ot prohibited
diserimninatory o other allegal credit practices, but noted that record-
keeping deticiencices prevented the completion of their assessmient.
KeyCorp WA lias mitiated steps to improve its fair lending law
compliance, including a second review process for mitially denied
housing-related Joan apphcations, and other steps (o addiess ¢xamin-
ers’ comments, The Board has reviewed these steps in light ol
supervisory information from the FDIC.

KeyBank National Association (' KeyBank, N.A), par-
ticipates in special lending programs in Ohio, Michigan,
and Indiana involving loan pools, entreprencurial groups,
housing partnerships and other local, state, and federal
programs. In Ohio, KeyBank, N.AL provides financing
for the Microloan Initiative Fund for women-owned busi-
nesses, participates in programs with the Coalition for
Community Reinvestment Group, and offers its Business-
Assist Program, which assists in paying the Small Business
Administration guarantee fee. In Indiana, KeyBank, N.A.,
participates in projects with Habitat for Humanity, Elkhart
Housing Partnership, Noblesville Housing Association, and
Corporation lor Entreprencurial Development.

Key Bank-WA and Key Bank-OR also participate in
programs oflfered with community reinvestinent associa-
tions, small business associations, and affordable housing
organizations, For example, cxaminers noted that Key
Bank-WA, is a tounding member ol the Washington Com-
munity Reinvestment Association, a nonprofit. mortgage
banking consortium that assists in providing alfordable
housing to L.MI individuals throughout the state. Key
Bank-OR offers  the  Federal Home  Administration
("FHA™) Title 1T Home Improvement program and the
bank’s own Basic Home Repair Loan Program. '

HMDA Data. ‘The Board has carclully reviewed 1HIMDA
data cited by Protestant to support its contention  that
certain of KeyCorp’s subsidiary bunks have inadequate and
discriminatory lending records. These data show that in
somie respects, such as in the pereentage ol applications
received from and toans made w African-American appli-
cants, KeyCorp’s performance is comparable (o or exceeds
the performance of lenders in the aggregate in a significant
number of the metropolitan arcas analyzed by Protestant.
In other respects, however, the data show disparitics in
application and denial rates (o African-American loan ap-
plicants as compared 1o white applicants in certain mar-
kets.!”

The Board is concerned when the record of an institution
indicates such disparities in lending, and believes that all

I5. In the first half of 1996, Society -OH, Society-IN, and
Socicty-MI merged to form KeyBank, NLA.

16. The Basic Home Repair Loan Program supplements the FITA
program and tocuses on low-income individuals who have hittle or no
equity in their homes but need to improve basic lunctions, such as
clectrical wiring and plumbing.

17, Protestant claims that KeyCorp's mortgage lending has declined
and, consequently, that KeyCorp is no longer commutted to serving the
mortgage credit needs of ity commumities, The Board notes that
KeyCorp's subsidiary banks continue to provide housing-related
loans, including loans to LML neighbothoods, ‘The Board has re-
viewed KeyCorp's HMDA data for 1994 and 1995 for arcas w which
KeyCorp’s mortgage tending has declined. In New York, for example,
the Board notes that mortgage lending by all HIMDA-reporting lenders
in Key Bank-NY’s delincated comnuity also declined during this
pertod, 1o addition, the Board notes that the CRA does not require
banks (o provide any specific type of loan product, paiticipate in any
specific type ol loan progiam, or allocate any particular level of
resources 1o any such product or program. As discussed, KeyCorp’s
subsidiary banks provide a variety of products and programs (o meet
the housing-related credit needs of LMI communitics.,



banks are obligated 1o ensure that therr lending practices
are based on criferia that assure not onty sale and sound
Iending, but also assure equal access to coedit by creditwor
thy applicants regardless ol race. "The Board recopnizes,
however, that HIMDA data alone provide an meomplete
measure ol an institution™s lending i its community e
cause these data cover only a lew calepories of housing-
related lending and provide Timited infermation about the
covered loans.'s MDA data, therefore, have limittions
that make the data an inadequate basis, absent other infor
mation, lor concluding that an institution has engaged in
illegal discrimination in fending.

Because ol the limittions of FEIMDA aata, the Board has
carclully reviewed other information such as the examina
tions reports ol the banks™ primary supcrvisors. As noted.
the CRA examinations found none of the KeyCorp™s sub
sidiary banks cngaped in practices that would discourage
individuals (rom applying for credit. In wddition. KeyCorp
has initiated @ number of steps (o cnsur s complianee with
fair lending Taws, For exaniple, Key Cory has implemented
i seeond review ol denied loan applicatons i nrany ol ils
banks o cosure that consistent loan decisions e made.
The second review eenerally 18 conducted before a final
decision when denal of a mortgage application s recom
mended. In addition. examiners noted in the CRA Exami
nations that management of all of KeyCorp™s subsidiary
banks had implemented training and corpliance programs
Lo support Farr and cqual tieatment ol loan applicants. ®

I8. Tor example, these datado not provide abasis for an indepen
dent assessiment of whether an applicant who wias denied credit was
fact creditworthy, Thus, credit history problems and excessive debt
levels relative to meome  reasons most liequently cited Tor a credit
denial e not aviulable fron the TIMDA data

19, Protestant allepes that 1991 HIMDA cata teported by Key
Bank NY, Key Bank WA, and Key Bank O3 refleet illepal pre
screentng because ol the esteemely hipgh approval rates Tor hione
pructiase loans 1o nunorities wcertain MSAs [eyCorpy denies that 1t
has cngaged i illegal pre-sereenmy and behieves that the data issues
raised by Protestant result Lrom thie operations ol its lormer morfpape
subsidiny., KeyCorp Mortgape Ine ("KM,
1995, Data reported by Key Bank NY retleet coding coors Tor loans
made under one special loan progran by KM in 1991 In essence,
mncorrect computer coding ol these stems canced applications unde
this program that were denied, withdrawn, clos «d or mcompleteness,
ot approved but not accepted to be deleted Grom the welevant TIMDA
Loan Application Register ("LAR7Y. Key Bk NY also inadver
tently teported loans under this special progiant as origiations i
stead of purchases i its HMDA LAR KeyCorp has and undertaken
steps 1o improve the acearacy ol its MDA data teportmy. Tor
example, in 1995, KeyCorp nplemented signinicant enhancements (o

which wis sold m

its programiming systems and centradized all TIMDA data processing
at the parent holdmg company KeyCorpoalse states thal the thiee
banks cited by Protestant may have had high approval tates beeinse
many loans and applications resulted hom w accommodation foan
program with KML Under this programe 1l a lean application did not
meet secondary nreaket gridelines, KM as e weconmmodation Lo its
alliltate banks, would ofler the banks the oppo tunity 1o orennate the
loan, This practice ended wale the sale of KMIE and KeyCoip's
subsidiary banks now originate their loans disectly. the Board also
fras provided Protestitt’s conments and KeyCarp's responses reeatd
g HMDA data reporting to thie banks" pronuy dederal supervisor,
the FDIC, (o consider m conductmyg its sehecaled on site examina
tions of the banks m October 1990,
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Branch Closings. Protestant maintains that KeyCorp’s
branich closings have adversely allected aceess 1o credil
ind banking services, patticululy in Indiana and Ohio.’?
KeyCorp indicates that Society-IN has not closed or con
solidated any branchies in 1M1 neighborhoods since s
1995 examination. Lixaminers concluded that the eipht
branches closed during the two years preceding the 1995
examination had nol adversely allected overall access o
the bank’s loan products.” Society INTs branch closing,
policy requred management o consider the impact ol a
proposed closure or reduction in services on the commue
nity, customers, and employees. Belore a final decision on
closure was niade. the proposal was reviewed by the bank’s
focal Advisory Board and the Community  [nvestment
Commitlee.

Society OLEF has closed or consolidated 31 branches with
live branches located in T.MIE neighborhioods during the
petiod January 1 1904, to May 31, 1990, lixaminers
reviewed the bank s closure of 12 branches and automated
teller machines CATMS™) Tor the two year period preced-
ing the examimation, and  the  proposed  closuie of
L1 branches and one ATM at the time of the examimation,
and concluded that these closures hiad not and would not
adversely impact TMI arcas. Fxaminers also considered
Society-OlPs record of opening and  closing branchies
within its conmunities to be very strong, and noted that its
Comnumity Development Departnient was involved in the
begining il @ proposed branch closing alfected an L.MI
arca

The Board also has considered Profestant’s connents
reparding. KeyCorp's eported plan independent ol the
proposed transaction under review in this case 1o close
branches over a four to five year period, ‘This case involves
the establishient by KeyCorp ol a0 new bank in New
Hampshire. KeyCorp currently does nol operate any banks
or branches in New Hampshire, and KeyCorp proposes (o
opent seven new branches o serve communitics in New
Hampshire.”? "Fhe Board noles, morcover, that any pro-

20, Protestant disputes KeyCorp™s determumation thal certiun cessa
tons ol branch operations were branch consolidations, which do not
requue advanced notice, mstead ol hranch closings, wineh do require
advanced notice. Protestant afso disputes KeyCorp's interpretation of
the Tomt Policy Statement on Bowceh Closings (58 Federal Register
19,08 1 ¢199.3)), with respect 1o the distinetion between consolidations
andd closmes set Torth me the statement. The OCC s conducting an
ot stte CRA exammation ol KeyBank, NAL whieh serves Oluo and
Tndiana, ‘The Board has considered Protestant’s conunents i light ol
informatton provided by the OCC, and mlormation made public by
KeyCorp in contection with the proposal that mdicates (hat advanee
notice was provided repmdless of whether the cessation in braneh
operations was categorzed as i consolidation or aclosing.

21 fxaminers also noted that Socicty IN mitiated discussions with
sorme city ollicals and communty leaders on polential new inner-city
branch sites i LML areas and altemative dehivery systens,

22, Branch closines by other KeyCorp banks discussed e Protes-
tant’s conmmicnls are reviewed i Appendin B,

230 Protestand cuiticrzes KeyCorp's plan to open seven superniarket
branches by noting that no supernnhet s located inan 1M1 commn
nity and by arenng that such senaller automated Tacitities dispropon
tionately exclude LV conmities and businesses, KeyCorp states
tiat three ol Key Bank s proposed supermarket branchies are located
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Jected branch closings by KeyCorp's subsidiary  banks
would be reviewed by its primary federal supervisors dur-
ing CRA examinations and by the Board in luture applica-
Lions.

Conclusion on Convenience and Needs Pactor. 'The
Board has carctully considered the entire record inits
review of the convenience and needs factor under the BHC
Act, Based on all the tacts ol record, including information

provided by Protestant and KeyCorp, relevant reports ol

CRA cevaluations of performance and other supervisory
mformation from the banks’ regulitors, the Board con-
cludes that the ellorts of KeyCorp to help meet the credit
needs ol all segments of the communities served, including
residents of tow- and moderate-income arcas, are consis-
tent with approval. Since KeyCorp currently  does not
operate any banks or branches in New  Hampshire, the
proposal under review would have a positive ellect on the
convenienee and needs ol the New Hampshite communi-
tics by providing a new banking alternative. In this tight,
the Board conctudes that convenicenee and needs consider-
ations, including the CRA performance records ol Key-
Corp’s subsidiary banks, arc consistent with approval.”?

Conclusion

Based on the foregoing and all other facts ol record,
including all the commitinents made by KeyCorp i con-
nection with the proposal, the Board has determined that
the application should be, and hereby is, approved.” The

within thice nides ol 19 of the 24 LM census tracts in New Hatap-
shive. i addition, KeyCorp notes that these supermanhet branches
would be full service branches oflenmg the sane products and ser -
vices offered at wraditionat branches, including deposit and loan prod
ucts.

24, Protestant nantains that negative conents in the public CRA
files at certam KeyCorp banks, and KeyCorp's responses which
Protestant considers (o be inadequate, raise adverse considerations for
KeyCorp’s CRA record. The Board believes that these isolated coni-
ments are outweighed by all the facts ol wecord ielating to KeyCoip’s
CRA performance. In addition, the Board notes that such comments
and responses by the bank ate reviewed by the bank’s primary federal
tegulator as part of the examination process un assessing, the institu-
tion’s CRA performance record.

25, Protestant requested that the Boad hold o public hearing or
public meceting. Section 3¢hy of the BHC Act does not require the
Board 10 hold a public heariug or meeting on wn application unless the
appropriate supervisory authority for the bank to be acquired makes a
timely wntten recommendation ol demal ol the application. I this
case, the New Hampshire Banking Department has not recommended
denial.

Under the Board’s rules, the Bowd iy, i s diseretion, hold a
public hearing or meeting on an application to clandy factual issues
related to the application and 1o provide an opportunity fou testimony,
it appropriate. 12 CERC 262.3(¢) and 202.25(d). The Bowd has
carcfully considered Protestant’s request i light ot all the facts ol
record. Protestant has had ample opportunity to submit its views and
has, mfact, subnudted substantial materials that have been considered
by the Board in acting on the applicaton. Protestant does not indicate
what, il any. additional views would be expressed at a pubhie hearing
or meeting, or why its written submission does not adequately present
the views ol its menibers. Based on all the facts of record, the Board
has detesmined that public o private hearings or meetings are not
necessary o clarily the tactual record ot otherwise warnranted in this

Board’s approval is expressly conditioned on compliance
by KeyCorp with all the commitments made in connection
with the proposal and with the conditions referred 1o in this
order. For purposes ol this action, the commitments and
conditions relicd on by the Board in reaching this decision
are deenied Lo be conditions imposed in writing and, as
such, may be enforced in proceedings under applicable
law.

This proposal shall not be consummated before the fif-
teenth calendar day following the elfective date of this
order or Later than three months following the effective date
of this order, unless such period is extended Tor good cause
by the Bouard or by the Federal Reserve Bank ol Cleveland,
acting pursuant to delegated authority.

By order of the Board ol Governors, elfective August 5,
1996.

Voting, tor this action: Chairman Geeenspan, Vice Chaiy Riviin, and
Governors Kelley, Phillips, and Meyer. Absent and not voting: Gover
nors Lindsey and Yelleo.

JENNIFER J. JOHNSON

Deputy Secretary of the Board

Appendix A

Bunk Rating Supeivisoe ’ Date

Key Bank Alasha,

Anchorage, Alaska. . .. ottstanding DI June 27, 1994
Key Bank Colorado,

It Collins, Colotada ... sattislactony LOe Oct, 28, 1994
Koy Bank Idaho,

Boise, Kdaho. . ... outstanding, FDIC Mar. 28, 1994
Key Bank New Yok,

Albany. New Yok ... outstandng 1-DIC Oct. 4, 1991
Koy Bank Maine,

Portland, Maine .......... outstanding FDIC July 19, 1994

Key Rank Ovegoun,

Pottland, Oregon ... outstunding EHIC lunie 2/, 1994
Key Bank Utah,

Salt Lake Caty, Utabe, ... oulstandimg, DI leb, 7, 1994
Key Bank Vernmont,

Buhngton, Vennont . ... .. outstanding, FDIC Aug. 30, 1994
Key Bank Washinglon,

Tacoma, Wishington L. satisfactory FDIC Nuov, 8, 1993
Key Hank Wyonuny,

Cheyenne, Wyommg. .. ... oulstanding 1D May 23, 1994

Key Savings Banhk,

Vancouver, Washington .| satislactony DIC Dee 12, 1994
Society Natiomal Bank,'

Cleveland, Ohio ..o L. outstanding, OCe M, 23, 1994
Sugiety Bank,'

A Aibor, Michigan ... .. outstandiny, I'DIC Nov, 15, 1993
Society National Baok,'

South Bend, hubiana .., ... outstanding Qee Mar. 31, 1995

L. These banks were merged ain 1995 1o ot KeyBank National Assocuation,
Clevetand. Ohia.

Appendix B
Branch Closings by Key Bank-NY

According to KeyCorp, Key Bank-NY s closed or con-
solidated 18 branches with 5 branches located in 1L.MI

case, and, accordingty, the iequest Tor public icarings or meetings on
the applications wre denied.



neighborhoods from January 1, 1994, (o May 31, 1996.
Lixamiuers reviewed the bank’s closure of 20 branches in
the 18 months preceding the 1994 exantin iion, and noted
that the bank had opened and closed nnmcrous oflices as o
result ol the acquisition ol two institutions in 1993, Fixam
iners Tound that Key Bank-NY had established  wrilten
policies and procedures covering branch openings and
closings, which include the requitements ol federal law
and specily individual responsibilities Tor all personnel
involved in branch closings.

Brancl Closings by Key Bank-MI.

KeyCorp indicates that Key Bank MIE has closed o con-
solidated 16 branches with 5 branches located in 1.MI
ucighborhoods from Janwuy [, 1994, (0 May 31, 1996,
KeyCorp also indicates that many ol these closures and
consolidations were in connection with <cy Bank-MI1:°s
merger with Casco Northern Bank, Examiners reviewed
the bank’s closure of 5 branches in the twe years preceding,
the 1994 examination, and noted that in al cases it appears
that the bank reviewed all possible options prior o actually
closing the branches and complied with federal regula-
tions. Examiners found that Key Bank- ML, decided against
closing one branch office as a resull of receiving strong
support [rom the conumunity 1o keep the branch open. 1o
addition, examiners noted that the bank™s branch closmg
policy meet the requirements ol Tederad law,

Branch closings by Key Banh- WA

KeyCorp indicates that Key Bank WA lies closed or con
solidated 21 branches with 8 branches located in 1M1
neighborhoods from January [, (994, t¢ May 31, 1990,
Lixaminers reviewed the bank’s closure of 16 branches in
the three years preceding the 1993 examination, and noted
that all branches closed involved a Tacility which was
within one hall mile ol another full service Key Bank- WA
branch. Examiners also noted that the Fank appeared o
consider the possible cffects of any reduction in banking,
services prior (o closing branches and that the bank adopted
a branch closing policy in conformance with lederal law.

Shinhan Bank
Scoul, Korca

Order Approving the Formation of « Bar k Holding
Company

Shinhan Bank, Scoul, Korca (“Shinhian™), has requested
the Board’s approval under section 3 ol tiwe Bunk Holding
Company Act (12US8.C ¢ 1842(0)) ("BHC Act™) 1o

. Key Bank M has applicd (o de TDHC (o eatablish and celocate
branches m Maine. Protestant i objected (o these applhications and
nuuntains that these actions do not constitute 1elceations, Protestant’s
coninients ate under considetation by the FDIC,
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become a bank holding company by acquiring Marine
National Bank, Irvine, California (**"Marine™).

Notice of the proposal, affording interested persons an
opportunity to submit comments, has been published
(00 IFederal Register 677,137 (1995)). The time tor liling,
comments has expired, and the Board has considered the
application and all comments received i light ol the
lactors set forth in section 3 of the BHC Act.

Shinhan, with total assets cquivalent (o approximately
$22.7 billion, is the 1Hth largest banking organization in
Korea." Shinhau also operates a branch in New York, New
York. Marine controls $94.3 million in deposits, represent-
i less than 1 percent of total deposits in banks and thrifts
in California.” Shinhan and Marine do not compete i any
relevant banking market. Accordingly, the Board coni-
cludes that consummation ol this proposal would not have
asignificantly adverse eflect on competition or the concen-
tration ol bauking resources in any relevant banking mar
ket.

Under section 3 of the BHC Act, as amended by the
Porcign Bank Supervision Enhancement Act of 1991, % the
Board niay not approve an application involving a forcign
bank unless the bank is “subject to comprehensive supervi
ston or regulation on a consolidated basis by the appropri-
ate authorities in the bank’s home countiy.”™ ! The Board
has previously determined, ur applications under the Inter
national Banking Act (12 US.C.§ 3101 et seq.) (the
SIBATY, that certim Korcan commercial banks were sub-

jeet Lo comprehensive consolidated supervision by their

home country authorities.” In this case, the Board has
determined that Shinhan is supervised on substantially the
swne lerms and conditions as the other Korean commercial
banks. Bascd on all the tacts of record, the Board has
concluded thiat Shintian is subject to comprehensive super-
vision aud repulation on a consolidated basis by its home
country Supervisors.

The BHC Act also requires the Board to determine thial
the foreign bank has provided adequate assurances that it
will make available to the Board such information on it
operations and activities and those ol its affitiates that the
Board decins appropriate to determine and enforee compli
ance with the BHC Act. The Board has reviewed the

I Asset and rankmg datacare as ol Decetiber 31,1995, and employ
the exchange rate then ineflect

2. Deposit data are as of December 31, 1995,

Lopub, Ly Noo 102 24028 201 ef seg, 105 Stat, 2286 (1991),

G012 U800 18R2(0(H), As provided in Repubation Y, the
Board deternmines whether o toreign bank is subject 1o consolidated
home country supervision under the standads set lorth in Regula
tion K (International Banking, Opeitions). 12 CERL 2250 3(b)(S),
Regulation K provides that a forergn bank may be considered subject
10 consolidated sapervision i the Board deternimes that the bank is
supervised o acgulated inosueh oo manner that its home country
supervisor receives sufticient information on the worldwide operations
ol the lorergn bank, inclodmyg the refationship ol the bank to ils
aliiliates, to assess the foreign bank’s overall linancial condition and
compliance with law and repulation. 12 CLERC211.240e)00)i1)

5. 8ee Donglova Bank, 81 Federal Reserve Bulletin 141 (1995), Cho
Hung Bank, 81 Federal Reserve Bulletin A75 (1995), Kordm Bank, 80
Federal Reserve Bulletnn V8 (199 (" KordAm™ ),
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restrictions on disclosure in jurisdictions where Shinhan
has material operations and has communicated with the
refevant government authorities concerning, aceess to infor-
mation. Shinhan has committed that, to the extent not
prohitbited by applicable law. it will make available o the
Board such information on the operations ol Shinhan and
any ol its allilintes that the Board deems necessary to
determine and enforce compliance with the BHC Act, the
IBA, and othier applicable federal law. Shinhan also has
committed to cooperale with the Bowrd to obtain any
waivers or exemptions that may be necessary in order to
cnable Shinhan o make any such information available (o
the Board. 1n tight o these commitments and othier lacts of
record,® the Board has concluded that Shinhan has pro-
vided adequate assurances ol access Lo any appropriate
itlormation the Board may request. For these reasons, and
based on all the facts of record, the Board has concluded
that the supervisory factors the Board is required (o con-
sider under section 3 of the BHC Act are consistent with
approval.

‘The Board also has concluded that considerations refat-
ing o the financial and managerial resources’ and future
prospects of Shinhan and its subsidiaries and Bank and the
convenicnee and needs of the community to be served are
consistent with approval ol this proposal. as are other
supervisory lactors,

Based on the foregoing and all the other lacts of record,
the Board has determined that this application should be,
and hereby is, approved. The Board’s approval ol this
proposal is expressly conditioned on Shinharn’™s compliance
with all the commitments made in connection with this
application, and with the conditions in this order. Vor
purposes of this action, these commitments and conditions
are deemed to be cowditions imposed in writing, by the
Board in connection with its findings and decision and, as
such, may be enforced in proceedings under applicable
law.

This transaction shatl not be consummated before the
filteenth calendar day following the cliective date of this
order or later than three months after the elfective date of
this order, unless such period is extended for good cause by
the Board or by the Pederal Reserve Bunk of San Fran-
cisco, acting pursuant to defegated authority.

By order of the Bouard ol Governors,
August 19, 1996.

clivetive

Votiug for this action: Chainman Greenspan, Viee Chan Rivlin, and
Governors Kelley, Findsey, Phillips, Yellen, and Meyer,

JENNIFER 3. JOHNSON
Depuiy Secretary of the Board

0. 'The Boatd previously has reviewed relevant provisions ot confi
dentiality, scerecy, and other fuws in jurisdictions in which Shinhan
has material operations, See Kordm, Bank of ‘Tokva, 81U Federal
Reserve Bulletin 279 (1995)

7. Shinhan’s capital exceeds the minimum levels that would be
requured uder the Basle Capital Accord, and is cansidered equivadent
to the capital that would be reguited ol @ ULS. banking organization,

Orders Issued Under Section 4 of the Bank Holding
Company Act

CNB Finaactal Corp.
Canajoharic, New York

Order Approving a Notice to Engage in Certain
Investment Advisory Activities

CNB Financial Corp., Cangjohatie, New Yok (“CNB™), a
bank holding company within the meaning, of the Bank
Holding Company Act (“BIIC Act”), has applied (or the
Board’s approval under section 4(¢)(8) ol the BHC Act
(12 U.8.C0§ 1843(e)8)) and scction 225.23 of Regula-
tion Y (12 C.INR. 225.23) o establish and retain afl the
voting shares of Central Asset Management, Inc., also of
Canajoharie, New York (“Company ™), and thereby engape
de novo i providing portfolio investment advisory ser-
vices, mcluding discretionary investinient nanagement ser-
vices to institutional custamers, and general cconomic ad-
vice pursuant to scctions 225.25(b)(4)(ii) and (iv) ol
Regulation Y. CNB also proposes 1o provide discretionary
mvestment management services 1o custonters who do not
qualify as institutional customers under Regulation Y.!

Notice of the proposal, allording, interested persons an
opportunity 1o submit comments, has been published
(01 Federal Register 31,942 (1996)). 'The time for liling
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth i section 4(c)(8) of the BHC Act.

CNRB, with 1otal consolidated assets ol $583.4 million,
controls one commercial bank in New York.” ONB has
committed 1o the Board that Company would be registered
as an investment adviser under the Investment Advisers
Act of 1940 (15 US.C. § 80b-1 ¢f seq.) (“luvestment
Advisers Act™) belore engaging in any investment advi-
sory activitics.

Section )8y ol the BHC Act provides that a bank
holding company wiay engage, with Board approval, in any
activity that the Board determines to be “so closely related
to banking or managing or controlling banks us to be a
proper incident thercto,” The Board previously has deter-
mined that all of the proposed investment advisory activi-
ties are closely related to banking.}

In order to approve this notice, the Board also must find
that the pecformance ol the proposed activitics by ('NB
“can reasonably be expected 1o produce benelits 1o the
public . . . that outweigh possible adverse elfects, such as
undue concentration of resources, decreased or unflair com-
petition, conflicts of interests, or unsound banking, prac-
tices.” F As part of its evaluation of these factors, the Board
considers the financial and managerial resources ol the

112 CHERL 225.2(0).

2.0 Asset dita are as of March 31, 1996,

LoSee 12 CHR, 225.25(b) )iy and (iv); and CoreStates Financial
Corp., 80 Federal Reserve Bulletin 644 (1994 (" CoreStates™).

412 ULS.C0§ [B4ACHB).



notificant and its subsidiaries and the efiest the transaction

would have on such resources.” Based on all the facts ol

record, the Board concludes that inancial and managerial
considerations are consistent with approval.
The Board expects that consummation of this proposal

1o engage de novo in these activities woul {result in preater

competition in the market for these services. [naddition,
consummation of the proposal cay reasor ably be expected
to provide added convenience and serviess to CNB's cus-
tomers. CNB has stated that Company vould be able to
make investment advisory services more weessible o cus-

tomers in the central New York region. Consummation off

this proposal is unlikely to result in significantly adverse
elfects, such as undue concentration ¢l resources, de-
creased or unlair competition, conllicts of interests, or

unsound banking practices.© Based on all the facts of

record, the Board finds that the public benelits ol CNBs
proposed activities outweigh any advarse effects, and,
therelore, that the activities are a proper incident (o bank
ing for purposcs ol section 4Ae)(8) ol the BIC Act.

Based on the foregoing and alt the facts ol record,
including the commitments discussed in this order and all
other commitents and representations nade by CNB in
conuection with this notice, and subject to the terms and

S.8ce 12 CHR 225244

6. ONB has conmitted that, with two excep tons, Company will
conduct these activities pursuant to the conditions und limitations
specified inthe Bouwrd’s weputations and i Corelleates. e CoreStales,
the Board, inapproving (e provision of discietionary mvestnient
management services 1o non- institational custon.ers, relied on certain

commitienits intetded ta mtigate any poteatial Tor abuse, conllicts ol

interest, or customer confusion. Lo this regard, UNB has committed
that no investment tansictions will be execwed by Company on
behall of non-institnonal customers thiough Company, CNB, or any
aflitiate of CNB; Company will not purchase, lov discretionary invest
wient advisory accounts, any securities for which CNB acts as unde

wtiter, dealer, distributos, or placement agent, other than obligations of

the United States, undess directed to do so inowr ting by the custoner
prior to cach such (ransaction and alter disclostre of any such aflili
ated relationships mvolved in the particular transaction; fees charged
by Company (o its non institutional customers lor its discretionary

investment advisory services will not be base [ on the number ol

account transactions exceuted; the services of Company will not be
advertised, promoted, or otherwise narketed <hrough branches of
CNB’s depository institidion subsidiaries; Company’s alliliation with
CNB will not be advertised or promoted, unless and (o the extent
required by faw; Company, CNB, and aftdiates of CNB will not shae
conlidential information regarding their respectize customers without
the customer’s consent: and Compiny s offices will not be Tocated i,
located in the same bulding as, o1 peographice lly proxinate 1o any
branches of CNB's depository mistitution subsidiaries. CNB has e
quested aeliel, however, Trom two other reste ctions. In particutar,
CNB has proposed that iis depository institution subsidiavies be per-
mitted 1o eler non institutional customers o Company, and  that
Company be permitted to have a name that 1 simular to the name of
the existing depository institution subsidiuy ol 'NB.To mitigate the
potential tar customer confusion, CNB has comitted that its deposi-
tory institution subsidiaries will provide customers with oral and
written disclosures belore making any relertal o Company o enforee
the understanding that Conpany and CNB’Ss - epository institidion
subsidiarics are sepwate and that products prov.ded by Company are
nninsured. These disclosures are similar o tiose requined in the
[uteragency Statement on the Retail Sale of Noudeposit Tnvestiment
Products. TERRS 4 3 1579.50 and 3 157952
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conditions set forth i this order, the Board has determined
that the notice should be, and hereby s, approved, The
Board’s determination is subject 1o all the conditions set
forth in Regulation Y, including those in sections 225.7 and
225.23()(3) and (b)(7) of Regulation Y (12 CLLR, 2257
and 225.25(b)(3) and (b)(7)}, and to the Board’s authority
to require modification or termination of the activities ol a
bank holding company or any of its subsidiaries as the
Board finds necessary (o assure compliance with, and 1o
prevent evasion ol the provisions ol the BHC Act and the
Bourd’s regolations and orders issued thereunder, The
Bowrd’s decision s specifically conditioned on CNB's

compliance with the commitments and representations
made 1t connection with this notice, including the commit-
ments and conditions discussed in this order, The commit-
nients, representations, and conditions relied on in reaching,
this decision shall be deemed to be conditions imposed in
writing by the Board in connection with its findings and
decision and may be enforced in proceedings under appli-
cable faw,

This transaction shail not be consummated laler than
three months after the effective date ol this order, unless
such pertod is extended for good cause by the Board or the
Federal Reserve Bank of New York, acting pursuant to
delegated authority.

By order ol the
August 12, 19906,

Board of  Governors,  cllective

Votmg tor this action: Chauman Greenspan, Viee Chare Rivlig, and
Governors Kelley, Phillips, and Meyer, Absent and not voting: Gover-
nors Lindsey and Yellen,

JENNIFER J. JOHNSON
Depury Seeretary of the Board

First State Bancshares ol Blakely, Ine,
Blakely, Georgia

Order Denying Acquisition of « Theift Holding Company

First State Baneshares of Blakely, Inc., Blakely, Georgia
(“First State™), a bank holding company within the mean-
ing of the Bank Holding Company Act (“BHC Act™), has
requested the Board’s approval under section 4(¢)(8) of the
BHC Act (12 US.C. 8 1843(¢)(8)) and scction 225.23 of
the Board's Regulation Y (12 CLIIR. 225.23) (0 acquire
First Southwest Bancorp, Inc. (*Southwest™), and South-
west’s wholly owned thrilt subsidiary, First Tederal Say-
ings Baok ol Southwest Georgia (" FESB™), both ol Donal -
sonville, Georgia, and thereby 1o engage i operating,
savings associalion.

Notice of the proposal, altording interested persons an
opportunity to subntit conuments, has been published
(Ol FFederal Register 33,920 (1996)). The time lor filing
comnients has expired, and the Board has considered the
application and all comments received i light ol the
factors set forth m section 4(¢)(8) of the BHC Act.

First State is the [38th largest depository institution in
Georgia, controlling deposits ol $69.8 million, represent-
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ing less than 1 opereent ol total deposits in depository
institutions in the state. Southwest, with deposits of
$6Y.6 million, is the 140th largest depository institution i
the state. On consummation ol the proposal, First State
would be the 62d fargest depository institution in Georgia,
controtling total deposits of $139.4 milhion, representing
less than [ opercent ol the total deposits in depository
institutions in the state,

The Board previously has determined by repulation that
the operation of a savings association by a bank holding
company is closely related o banking within the meaning
of section AO)8) of the BHO Act, 12 C.ILR. 225.25(b)(9).
The Board requires savings associations acquired by bank
holding companies to conform their direet and indirect
activitics to those permissible for bank holding companies
under section < of the BHC Act and Regulation Y.?

Competitive Considerations

Under section d(e)R) of the BHC Act, the Board is re-
quired to consider whether a proposal is likely to result in
any signilicant adverse eflects, such as undue concentration
ol resources, decreased or unfair competition, conllicts of
interests, o unsound banking practices.t The Bouard has
carclully considered First State’s contentions that consum-
mation of this proposal would not result in significantly
adverse competitive cffects because First State and FI'SB
do not provide the same types ol banking products and
services in Barly County, Georgia ("Larly County™), a
rutal county in southwest Georgia near the Alabama and
Flovida state tnes. In addition, First State maintains that
the relevant geographic banking market Tor analyszing the
competitive ellects ol this proposal extends beyond Early
County and ncludes the City of Dothan, which is the
county scat ol Houston County, Alabama (*Dothan™).

L evaluating the competitive ellects of o proposed trans-
action, the Board must determine the appropriate product
narket and peographic market. Using the cluster of bank-
ing products and services approximated by market depos-
its, which is the traditional method for analyzing the cont-
petitive effects ol an acquisition ol a depository institution. !
the Board concludes that consummation ol this proposal
would result in significantly adverse effeets on competition
in the BEarly County banking market Tor the reasons dis-
cussed below.

The Board also concludes that the relevant banking,
market does not include Dothan. "The Board and the courts
have found that the relevant geographic banking, market for

1. Deposit data are as o December 31, 1995, In this conteat
depository institutions include commercial banks, savings banks, and
savings associations,

2. Southwest and FESB carrently do not engage in any activities
that are not penmisstble for bank holding compianics under the BHIC
Act.

L2 USCU§ IR CS).

b Lt Heasvaiian, Ine, 79 Lrederal Reserve Bulleun 966, 966 68
(LO93y, Southtruse Corporation. 18 ederal Reserve Bullenun 710
(1992 see alvo United States v Philadelphia Nat'l Bank. 374 1S,
321,357 (1963).

analyzing the competitive effects ol a proposal must reflect
commercial and banking realitics and should consist of the
local arca where the depository institutions involved ofler
their services and where local consumers can practicably
turn for alternatives.” In making a determination on the
geographic market in this case, the Board has considered
worker commuting patterns (as indicated by census data),
shopping patterns, and other indicia of economic infegra-
tion and the transmission ol competitive lorees wnong,
depository institutions. In addition, the Board hay re-
viewed information [rom an on-site investigation ol the
arca conducted by Board stall’ and the Pederal Reserve
Bank ol Atlanta in connection with the proposal (“Federal
Reserve Survey ™),

First State Bank is headquartered and VESB’s branch is
located in Blakely, which is approximately 32 miles north-
cast ol Dothan and connected to Dothan by a two-lane state
highway. Blukely and Dothan are separated by the Chatta-
hoochee River, and there is little commercial development
between the two towns. Trallic count data do not indicate a
signilicant amount ol daily travel from Blakely to Dothan./
In addition, commuting data from the 1990 U.S. Census
indicate that only approximately 4 percent ol the resident
work force in Larly County commutes (o the Dothan
Metropolitan Statistical Arca (“"“MSA”).* Morcovet, the
Dothan Ranally Mctro Arca (“"RMA™) does not include

S. See St Joseplt Valley Bank, 68 Pederal Reserve Bulleiin 673
(1982), The key question to be considered in making (his selection ™ is
not where the patties to the merger do business or even where they
compete, but where, within the e of competitive overlap, the efiect
of the merger on competiion will be diveet and immediate.” Unrted
States v Philadelplua Nar'l Bank, Y74 US ot 3570 United States v
Phitlipsburg Nat®l Bank, 309 LLS, 350 (1969).

6. First State discounts the value of commuting data for Faly
Connty and contends that data showing where Tarly County residents
regularly travel to obtin goods and services (s more uselul in defining
the relevant banking market. First State conducted an mlormal survey
ol FISB customers, which found that 44 pereent of the 128 FESB
customers questioned believe Blakely, the county scat of Matly
County, is the most important town lor their shopping and financial
needs, but that 30 pereent selected Dothan, First State reports 1t
46 percent of the FESB customters surveyed had banking relationstiips
with one of the other financial institutions in Blukely, and 9 pereent
had banking relattonships with institutions m Dothan. First State also
contends that Farly County’s small population and declining cco-
nomic base requare 1is residents (o travel regudarly to Dothan to obtain
zoods, services, and entertainment. ‘To support this view., First State
notes that Blakely does not have a major shopping centet, sit-down
testaurant, or movice theater and that all these facilities are available m
Dothan. Dothan also has three college-level institutions, all ol which
waive out-ol state taition for residents ol Early County.

7. The population of Farly County is approximately 11800 resi-
dents. Data fronn the Georgia Department of T'ransportation for 1995
indicate that approximately 2300 cars ttavel daily on state highway 62
from Blakely to Dothan. Assuming that not more than 50 percent ol
the cars (1150) that drrve through Blakely to get to Dothan are from
countics surrounding Early County, approximately 10 pereent of the
residents (assuming one passenger per can) travel daily to Dothan,

8. MSAs are designated by the Oflice ol Management and Budgel
and reflect some degree ol econonue integration, No part ol Larly
County is included within the Dothan MSA.



any pottion of Harly County or extend to the Alabama
Georgia line.”

Basic shopping and medical facifitics are available to
residents within Farly County, For exanmple, a procery
store, small retail operations, Tarnn supply and hardware
stores, car dealerships and 17 fast food restaurants are
located in Blakely, Medical services are provided by a
small hospital, sixo physicians, two dentists, and several
pharmacics that ate located i the connty. o addition,
Farly County restdents have a number ol entertainment
facilities, inctuding video rentad stores. several private
clubs, w swimuming pool.and a ball park. Approgimately 68
percent ol the participants in a tefephone survey conducted
as part of the Federal Reserve Suivey indicated that their
regular shopping was done in the Harly County area, pri-
marily Blakely, and only 28.3 percent ol the participants
regularly shopped in Dothan ¢

The Tederal Reserve Survey also indicates that Tarly
County residents rely on financial inst tutions located in
the county Tor banking scrvices. A survey ol Early County
residents showed that 91 percent ol Hacly County house-
holds with depository institution accounts had their transac
tion accounts with i market institut ons. In addition,
84 pereent of savings accounts and 78 pereent ol certili-
cates ol deposit (CCDS™) held by Larly County residents
are with the local banks and theift. The Federal Reserve
Survey Tound that, by contrast, reswdents ol Tarly County
do not use Dothan™s financial mstitutions. 't Georgia state
law also limits o Georgia bank’s abilit; 1o compete with
other depository stitutions focated o uside o particular
county. In fact, until this year, Georpia banks were prohib
ited from branching de novo in counties other than the
county where the main office ol the bank was focated. t
Observations of bank practices and discussions with seniol
management ol depository institutions in Barly County and
Dothan conlirn that competition between Harly County

9. RMA iy a privately detined peograptne tocahty that s demo
praphically and cconomically qategrated. 'The Board previousty has
lound RMA deliniiions (o be asetal puidelings in defining refevant
peopraphic makels, See, ¢ g, Southlrust Co poraton, 18 Iederal
Reserve Bulletn THE (1990,

10. The Federal Reserve Survey also shoved  fitlle evadence of
ceonomic ntegration between the town ot Athington and Faily
County. Arlington steaddles (he county e hotween Farly and Cal-
loun Counties and most of ity residents Gve and worle e Cathoun
County. Arlington also is served by adillerent local (elephone com
paay [rom the one that serves Haly County, and Arlington tesidents
are not listed m the Farly County telephone duectory. Accotdimgly,
lipght of all the facts ol ecord, the Board conclicdes that Arlmgton
should be excluded Trom the defmition ol the Farly County banking
market.

L1 OF the 81 houscholds surveyed that tepocted having cheehimy
accounts, only one nuuntained an account vith an institution m
Dothan; of the 82 savings and tme deposit acccnts nnaittained by the
survey respondents, only one was held at an wstitution in Dotlian, in
addition, none of the respondents who sepoticd obtaining a loa in the
fast five years reccived therc toan fronea Dotha s based institwiion.

12, Bffective July 10 1996, Geotgia iy was anended 1o peront
de novo branching into thiee non-contipuor s counties. Statewide
branching is authorized alter July 1, 1098 See Gao Code Ann.
§ 7 1-601.
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and Dotlan banking organizations is limited. Deposit rates
paid by the banks i Harly County appear to be altected
princily by rates oftered by other tustitutions i the arly
County banking narket. and not by institutions in Dothan,
I addition, Dothan based institutions do not report ac
tively seeking customers in Barly County. Overall, Dothan
is regarded as too distnt 1o be considered a convenient or
cast-cllective aheenative source ol baaking, scivices lor
most ol Harly County’s residents and small business. '

Based on all (he Tacts of record, and (ot the reasons
discussed above, the Board concludes that the Farly
County banking market, an area that includes all ol Tarly
County except the (own ol Adinglon, is the appropriate
peogtaphic market lor analyzing the cotmpetitive cflects off
the proposal, and that Dothan should not be included i the
relevant banking, niarket.,

Competitive Liffects i the Farly Connty Baiking Market

First State Bank s the Lupest of three depository institu

tions in the Farly County banking market, controlling
$53.3 million ol deposits, representing, nearly 54 pereent of
the total deposits in the market Cmarket deposits™ )
FISB is the smallest of the three depository institutions in
the market, controlling deposits ol $18.0 million, which
represents 9.4 percent of market deposits based on weight-
ing thrift deposits at 50 pereent. On consummation. First
State would control total deposits of $71.9 million, epre
senting more tha 66 pereent of market deposits. Only one
depository institution would compete with Frost Stade in the
market.™ The market, as measwred by the flerfindahl

Hirschman Indes CTHENT), would be highly concentrated.
The HED would increase by 1208 points 1o 5549, an
increase in concentration that would significantly exceed

I3 Phe ability ol residents o banb focally 18 miportant n view ol
the county’s farpe propottion of low income Launthes, who are un
likely o tavel considerable distances for poods and services, Two
thitds ol Faly County houscholds have aniual meomies of less than
$25,000, and 27 percent of lamilies have annual incomes below the
poverty level.

1. Market datacate as of June 30, 1996, Manhet share data are based
on caleulations that mclude the deposits of the thrdt mstitution at
50 percent, The Board previously has indicated that thelt institutions
hiave beconte. ot have the potential to become, signthicant competitors
ol commerciad banks, See WM Bancorp, 76 ederal Reserve Bulletin
23 (1980), Becanse the deposits ol VESB would be contiolled by a
commetctal banking orpanization alter consummniation ol the proposal,
those deposits are included at 100 pereent i the caleutation of st
State™s pro formec market share, See Nopwest Corporaiion, 18 Federal
Reserve Bulletin 150 (1992 st Banks, Tue. 76 Pederal Reserve
Bulletin GOY ¢1990).

E5. Fust State contends that the reniining competitor, Bank of
Larly, Blakely, Georpra, has an established record of agpressively
competing, with Fiist State across several maggor product Ties, As a
result of this proposal, howeyver st Stale Bank would control twice
the peeeentage ol macket deposits conttolled by Bank ol Faly
(66 peceent ol miarket deposits compared (o 33 pereenty and have thiee
branches or offices w the Larly County banking market as compared
to Bank of Farly ™ single othee i the miarket,
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the threshold levels in the Departiment of Justice merger
guidelines.'e

The Board notes that THIHT thresholds are only guidelines
that are used by the Board, the Departmient of Justice, and
other banking agencies to help identify cases in which o
more detailed competitive analysis is appropriate to ensure
that the proposal would not have a significantly adverse
effect on competition in any refevant market. A proposal
that fails to pass the HHI market screen nevertheless may
be approved because other information may indicate that
the proposal would not have a significantly adverse effect
ot competition.

First State contends that First State Bank and FESB do
not provide the same types of banking products and ser-
vices in the Barly County arca.t First State also argues that
a number of factors mitigale the potential anticompetitive
clleets of the proposal, including competition offered by

nonbank competitors in Barly County and the inabihity of

the declining Harly County cconomy to support three de-
pository institutions.

Although First State Bank and FESB do not focus on the
same products, they do compete direetly, in particular
across four individual loan product lines that are important
to Farly County residents: commercial and industrial
(C&”) loans, agricultural toans, F-to-4 family mortgage
loans, and consumer loans, First State Bank and FESB both
olter C&I1 loans.™ Tollowing consummation of this pro-
posal, concentration in the market for C&I loans, as mea-
sured by the THI, would increase 1082 poinds to 577919
Both institutions also offer agricultural toans to Barly
County residents and, although FESB doces less agricultural
fending than First State Bank, there is evidence that the
thiift plays an important role in the provision of agricul-
tural credit. FESB iy one of a small number of financial
institutions i southwest Georgia that ofiers guaranteed
and/or subsidized loans through the Rural Ficonomic and
Community Development Service and the Farm Services

16. Undaer the revised Departiment of Justice Merger Guidelines, 49
Federal Register 20,823 (1984), « market in which the post-merger
HHI is above [800 is considered highly concentrated. The Department
ol Justice has informed the Board that a bank merger or acquisition
generally will not be challenged (in the absence of other Tactors
indicating anticompetitive cfiects) unless the post-merger THI is at
least 1800 and the merper increases the HHL by more than 200 points.
The Justice Departiment has stated that the higher than normal FIEH
thiesholds for screening bank nmiergers for anttcompetitive  elicels
implicitly recognize the competitive etlect ot limited-purpose lenders
and other non-depository institntions.

U7 FESB, o thrift institution, engages primartly in resudential mort-
page and real estate lending and provides few unsecured cornmerctal
loans and agricubtural foans in the market. First State Bank, on the
other hand, engages in limited residential mortgage fending and has
locused its activities on commercial and agricultural lending.

18, FI'SB offers only secured C&I loans, whereas Faest State Bank
nhes both secured and unsceured foans. Fach C&1 Hoan made in the
marhet was for less than $1 nudlion Data submitted by First State
indicate that the average size ol its seeured C&IHoans is $24,000; the
average size ol such loans made by FESR s $20,000.

19, Interviews conducted as pait ol the Federal Reserve Study
indicate that FESB would welcome the opportunity to do more com-
miercid and industinal lending,

Administration. These loans provide Farly County farmers
with operating funds necessary to plant and harvest crops,
and they provide guaranteed lines of credil to farmers for
operating expenses.

FESB and Fiest State Bank also are important competi-
tors in the provision of consumer loans, and approval of
this proposal would result in the elimination of onc impor-
tant source for this type of credit.” Tollowing consumuua-
tion of this proposal, the market concentration for these
loans, as mecasured by the HII would increase by 2010
points to 5581.2" Both FI'SB and First State Bank also
engage in I-1o-4 family mortgage lending. More than
70 pereent of FESB's loans consist ol home mortgages,
and 16 percent of First State Bank’s toans are such mort-
gages. Accordingly, both institutions have the expertise
and familiarity with Barly County real estate to make
mortgage loans i this market.?”

First State and FESB atso compete directly with respect
1o deposit accounts. Both institutions concentrate on pro-
viding small retail deposit accounts (accounts with average
balances of tess than $10,000), and both institutions have a
significant number of these accounts.”t First State niain-
tains that FFSB is an ineffective competitor for small
accounts because it offers interest rates lower than its two
commercial bank competitors in the market. The Board
notes, however, that FI'SB has offered competitive rates on
certain products in the past and currently offers the highest
rate in the market for small passbook savings accounts, a
particularly important product in a county in which
42 pereent of the population has an annual income of less
than $15,000 a year.

Nonbank organizations are not significant competitors
for the depository institutions in the Early County banking
market. The largest nonbank competitor, Five Star Federal
Credit Union, Cedar Springs, Georgia (“Five Star™), has
membership requirements that would disqualify approxi-
mately SO percent of Early County residents and offers

200 As of May 9, 1996, First State Bank made 44.4 percent of the
total amount of these lToans in the market Crmarket share™) and, as of
March 31, 1996, FESB had a 22.6 pereent market share. Following
consutimation ol this proposal, First State would control 67,1 percent
of the manket for this type of credit.

21. 'the Board recognizes that there are other lenders that provide
consumer credit to Early County residents, These nonbanking, fioms
are not significant competitors of the thiee deposttory institutions,
Nonctheless, il the total volume of consumer loans wade by an
in-market credit union and several area finance companies were
considered in calculating the competitive effects ol the proposal, the
HIE would inerease by 268 points (o 4029,

22, Piest State Baak generally imits the maturity of its mortgages to
15 years, while FESB ofters a broader array ol products with maturi-
ties extending o 30 yewrs, Bach institution has the capacity to offer
vartous types of mortgages should demand for a particular type ol
mortgage inerease.

23, More than 76 pereent of FESB s accounts and almost 81 pereent
ol Hirst State Bank’s accounts are small retail deposit accounts. As of
June 30, 1996, small retal deposil accounts in the Blakely oflice off
FESB included 780 savings accounts, 439 CDs, and 737 checking and
NOW accounts. These accounts at st State Bank’s Blakely oftice
included 1,747 savings accounts, 1,365 CDs, and 3,131 tansaction
accounts.



limited products and services. ™ In addition, the mitigating,
cflicet of competition provided by Five Star would be
minimal even il it were considered to be an equal compelti
tor of the depository institutions.™ Morcover, the Federal
Reserve Survey indicates that the overwhelming majority
ol Barly County residents obtain their ceposit and eredit
products from the three depository institutions in the mar-
ket.o Small businesses as well rely on n-market deposi
lory institutions.’’

Duta indicate that Farly County is vecovering from the
ceonomic deeline that First State cites as a factor support-
ing its contention that three depository histitutions cannot
operate profitability in the market, Front 1990 to 1995, the
population in arly County increased by 2.9 percent and,
from 1991 10 1994 (the fatest available data), per capita
incone tnercased at a rate cqual 1o the rete of increase for
the state as a whole and the rate ol increase for the state’s
non-micttopolitan arcas. From 1993 1o 1994, per capita
income growth in Farly County was dounle the state aver
age and aearly twee times the nationad average.”® The
Federal Reserve Survey, which ineluded discussions with
Farly County ofticials and businessmen, indicates that the
current rate ol growth is anticipated 1o continue in part
because of the planned expansion of highway connections
between Larly County and other parts of the region.

A review ol profitability data also indicates that the three
depository institutions have  generadly  performed well.
Bank performance ratios for Farly County, wlthough below
average, are comparable (o those in other rural Georgia
counties. ™ The banking market’s prowtl rate Tor deposits
and population also slightly exceeds the state and rurat
Georgia county averapes.

First Stale contends that FESBs Blakely branch is not
performing well 1o support its view that Harly County is a
declining market. The Board noles that, although Fir
State clains that FI'SB’s Blakely office was unprofitable in
the last two years, FESB’s Blakely ollice carned a profit in

24, Othier nonbank fhms i the market provide neglipible deposit
services and offer i narrow range of loan prodacis,

2501 Five Star's deposits were given 100 perzent werght, the T
would inerease 1205 points to 4182 as wiesult ol the proposal.

26. For example. evidence suggests that the finance companices that
operate in the Farly County banking, market do 1ot compete with the
depository institutions. Interviews conducted ac part ol the Tederal
Reserve Survey supgested that the custorier base of the finance
companies diflers substantiatly from the customar base of the depost
tory institutions.,

27, According o Pederal Reserve Stuvey, nearly 85 pereent ol the
177 small business aeporting had refationships with Earty County
depository institutions, Large repional bank hoding companies huad
almost to accounts.

28. During this time penod, per capita mcome aew in farty County
by 115 percent, winde the prowth rate was 5.0 percent in Georpia and
4.2 pereent i the United States. Tn 19940 Earle County was ranhed
107th of 159 Georpia counties in terms ol popidation, but ranked 88th
in terms of per capiii incoe.

29, Fust State consistently carned | pereent or more on assets i the
[990s. Bank of Farly carned more than T petcent on assets i each ol
the Last four years,
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19939 The data thus do not establish any long term down-
ward trend. Morcover, FESB’s Blakely office has experi-
cnced a steady prowth in deposits sinee it was established
20 years ago, including a sipnificant deposit growth in the
past several years, For example, deposits in the branch
have grown from $13.2 million in 1990 to $19.2 miltlion in
1995, a 45 percent increase.

Public Benefits

The Board also has considered whether the potential bene
fits 1o the public, such as greater conveniencee, inereased
compelition, or gains in cfliciency outweigh possible ad-
verse ellects, Fiest State contends that cost savings readized
as a result ol this proposal would permit the combined
institutions 1o provide more products and services Lo its
custoniers, increased community development activitices,
and allfordable banking products for fow- and moderate-
income residents in Early County. First State believes that
it can expand FESB’s programs to benelit the existing,
customers of both wstitutions.

‘The requirement under section 4 of the BHC Act that the
Bowrd must determine that public benefits from a proposal
can reasonably be expected to outweigh potential adverse
eifects necessarily involves a balancing process that takes
into account the extent ol the potential Tor adverse ellects.
For the reasons discussed in this order, the clicets on
competition in the Farly County banking market are sub-
stantially adverse.

The Board also notes that Southwest and FFSB are
well-managed organizations in satisfactory linancial condi-
tion. FI'SB has an “outstanding” rating, [tom 1s primary
federal supervisor in its most recent evaluation for perfor-
mance under the Community Reinvestment Act. In light of
these and all the lacts of record, the Board does not believe
that the public benefits derived from costs savings and
pains in elliciency in the proposal are sufficient, on bal
ance, o outweigh the sienificantty adverse eftects on com-
petition in the Farly County banking market.

For these reasons, and based on all of the Tacts of record,
the Board concludes that the proposed transaction would
have significantly adverse cflects ol the Barly County
banking market. "The Board also concludes that consider
ations relating to public benelits, including, linancial and
managerial resources of the stitutions involved, do not
lend sufficient weight to outweigh these adverse competi-
tive eflects. Accordingly, the Board hereby denies Virst
State’s notice under section AHe)(8) of the BHC Act.

Board of

By order ol the Governors,  clfective

August 26, 1996,

30. The record suggests tat the Blakely branch may have heen
unprofitable in part because deposits gathered at the hranch have been
mvested in the lederal tunds market rather than in higher yielding
toans, Atso, mcome carned hom FESB S investiments are allocated 1o
the FESB homie oflice, while the corresponding expenses are divided
caually between the home oftice and the branches, Such internal
accouttting procedures may understate the profits cared at the Blakely
olfice,
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Voting lor this action: Chainman Greenspan, Viee Chair Rivlin, and
Governors Kelley, Lindsey, Yellen, and Meyer, Votng against this
action: Governor Phillips.

WILLIAM W. WILES
Seceretary of the Bourd

KeyCorp
Cleveland, Ohio

Ovrder Approving a Notice 16 Eugage in Certain
Nonbanking Activities

KeyCorp, Cleveland, Ohio, a bank holding company within
the meaning of the Bank Holding Company Act ("BHC
Act™), has requested the Board™s approval under section
Ae)B) ol the BHC Act (12 US.C. § 1843(¢)¥®)) and
section 22523 of the Board’s Regulation Y (12 CER.
225.23) to acquire all the voting shares of Carleton, Mc-
Creary, Holmes & Co. ("CMHC™), Cleveland, Ohio. Un-
der this proposal, KeyCorp would merge CMEC with and
into Key Capital Markets, Inc., Cleveland, Ohio (" Key
Capital™), a wholly owned subsidiary ol KeyCorp autho-
rized 1o engage in certain nonbanking activities, including
underwriting and dealing o, to a limited extent, securities
that a state member bank may not underwrite or deal in
(“bank-incligible sccurities™)." KeyCorp would therehy
cngage in the Tollowing, nonbanking activities throughout
the United States:

(1) Providing corporate {inancial advisory services pursu-
ant o 12 CHR22525(b)4), and

(2) acting as agent in the private placement of all types of

debt and cquity sccurities as permtitied by Board order.”

Notice ol the proposal, aflording interested persons an
opportunity 1o submit comments, has been published
(O Federal Register 33118 (1996)). The time for fiting
comments has expired, and the Board has considered the
notice and all comments received in light of the factors set
forth in section 4(¢)(8) ol the BHO Act.,

KeyCorp, with total consolidated assets ol approxi-
nately $65 bittion, is the 13th largest banking orpanization
in the United States. KeyCorp operates banking subsidiar-
ies in several states and engages through other subsidiaries
in various permissible nonbanking activities. Key Capital
is registered as a broker-dealer with the Sceurities and
Exchange Commission (“SEC™) under the Securities Ex-
change Actol 1934 (1934 Act™) (IS ULS.CL § T8a et seq.),
and is a member of the National Association of” Securities
Dealers, Ine. ("NASD™). Accordingly, Key Capital is sub-
Jeet to the record keeping and reporting obligations, fidu-

I See KeyCorp, 82 Federal Reserve Bulletin 359 (1996) (7 Key-
Corp Chider™), "The tansaction would involve two steps. KeyCorp
would acquire 100 pereent ol the voting shiares of CMEIC through s
wholly owned subsidiary, KeySub, Ine,, Cleveland, Ohio. Shortly
therealter, KeyCorp would merpe the corporation swviving, the acyui-
sitton CNewCo™) with and into Key Capital.

2. See LD Morgan & Company dncarporated, 76 Fedeial Reserve
Bulletn 20 (1990).

3o Assets and rankwg are as of Mareh 31, 1996,

clary standards, and other requircimients of the 1934 Act,
the SEC, and the NASD.

Activities Approved by Order

The Board previously determined that it was permissible
under section 4(¢)(8) of the BHC Act and section 20 of the
Glass Steagall Act for KeyCorp to conduct the proposcd
activities through Key Capital. KeyCorp has committed to
engage in these activities thaccordancee with the conditions
and limitations 1clied on by the Board in the KeyCorp
Order, with one exception.”

Director Interlocks

KeyCorp has requested that the Board permit three (of
seven) directors ol Key Capital also to serve as directors of
Key Capital’s baok or thrift alliliates (“afliliated banks’).0
KeyCorp has committed that the three intertocking direc
tors would not be ofticers of Key Capital or the altitiated
banks, or have the authority to conduct the daily business
or handle individual transactions of Key Capital or its
allilinted hanks. In addition, KeyCorp has committed that,
at o mecting of the board of directors of Key Capital or the
allitinted  banks, a quorum witl not be decmed 10 exist
unless the interlocking divectors are less than a majority of
the directors present.

The Board previously has permitted limited interlocks
between a banking organization and an atliliated subsidiary
engaged in bank-ineligible sceurittics activities (M'section
20 subsidiary™).” The addition of the interlocks proposed
by KeyCorp would not, in view of the commitments pro-
vided by KeyCorp, appear to pive the aflilinted  banks
managerial control over Key Capital or otherwise raise any
conflicts ol interest. Accordingly, the Board (finds these
limited interlocks should be permitted, sinee it appears that
Key Capital would be operationally distinet from its aflili-
ated banks. The Board expects that KeyCorp will ensure
that the framewaork established in the KeyCorp Order will
be maintained in all other respects.

4, See KeyCorp Order.

5. KeyCorp anticipates that there may be a biiel period (rangiig,
Irom one or two days (0 a lew weeks) between the acquisition of the
voling shares of CMHC through KeySub and the merger ol the assets
of CMHC into Key Capitad. During the pertod between the acquisition
and the merger. KeyCorp will conduct the proposed activities through
NewCo. KeyCorp has commitied that, dunng, this time, it will treat
NewCoas i it were Key Capital for the purposes ol the connitments
andl limitations of the KevCorp Order.

O, KeyCorp previousty received the Bowd's approval (o have two
director mterlocks and one ofticer interlock between Key Capital and
its alliliated banks, ‘The interlocking oflicer pravides only legal coun-
sef and corporate record keeping services to Key Capual and does not
serve as a nanagement oflicial ol have sales ot policy making,
responsibilities Tor, or have comact with customiers of Key Capital.
See KesCorp Ordes.

7. See KevCorp Ordery National Cuy Corporation, 80 Federal
Keserve Bolletin 346 (19940, Svnoves Fuiancial Corp, 77 Federal
Rexerve Bulletin 954 (1991, Bune One Corporation, 70 Federal
Reserve Bulletin 756 (1990),



linancial Factors, Managerial Resources md Other
Considerations

In order (o approve this notice, the Boarc must consider
whether the proposed activities “can reasonably be ex-
pected to produce benelits o the public, such as greater
convenicnee, increased competition, or pains in eflicieney,
that outweigh possible adverse ellects, such as undue con-
centration of resources, decreased o1 unluiv competition,
conflicts of interests, or unsound banking practices.”™ As
part of its evaluation ol these factors, the Board considers
the financial condition and managerial resources of the
notificant and its subsidiaries and the ¢ltect of the proposed

transaction on these resources.” Based on all the facts of

record, including relevant, reports of examination,  the
Board has concluded that financial and maaagerial consid-
erations are consistent with approval of the proposal.

The Board expects that the proposced Lrinsaction would
result in public benefits by permitting < “MHC and its
customers (o draw upon the greater resources ol and
broader range of products oflered by Key Capital and its
afliliates. The Board also expects that the transaction would
produce efficiencies and economies ol scale for KeyCorp
and thereby would permit KeyCorp 1o provide better in-
vestment banking scrvices to its customers. I sum, the
proposal should yield preater convenicnec Tor KeyCorp's
and CMHC’s customers and may be expected to foster
improved methods ol meeting customer nezds. There is no
evidence in the record to indicate that the poposed transac-
tion would result i any undue concentrat on of resources
or decreased or unfair competition, conllicts ol interests,
unsound banking practices, or other adverse cffects, In
addition, 1o address any potential adverse impact from its
performance of the proposed activities, KeyCorp has com-
mitted to conduct the activities pursuant 9 conditions the
Board previously has found satisfactory (o mitigate poten-
tial adverse effects. Accordingly, the Board has concluded
that the performance of the proposed activisies by KeyCorp
can reasonably be expected to produce public benefits that
outweigh possible adverse eflfects under the proper incident
to banking standard ol section 4(¢)(8) ol tbe BHC Act,

Based on the foregoing and all the Tacts ol record, the
Board has determined that the notice shoul-d be, and hereby
is, approved. Approval ol this notice is specificatly condi-
tioned on compliance by KeyCorp with the commitments
miade in connection with this notice. The Board’s deternmi-
nation also is subject (o all the terms an i conditions set
forth in Regulation Y, including those in setions 225.7 and
22523(b)y (12 C.IR. 22527 and 225.23th)), and 1o the
Board’s authority to require such modilici tion or termina-
tion ol the activities ol a bank holding, company or any ol
its subsidiaries as the Board finds necessary to ensure
compliance with, and lo prevent evasion ol the provisions
ol the BHC Act and the Bowrd’s regulations and orders
thercunder. Tor purposes ol this transaction, the conmmit-

8. 12 US.C.§ 1843(0)8).
9. See 12 CLR. 225,24,
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ments and conditions agreed o by KeyCorp shadl be
deemed 1o be conditions imposed in writing by the Board
in connection with its lindings and decision, and as such
may be enforced in proceedings under applicable law.
These activitics shall not be commernced later than three
months alter the effective date of this order, unless such
period is extended lor good cause by the Board or, pursuant
to delegated authority, by the Federal Reserve Bank ol
Cleveland.
Governors,  effective

By order ol the Board ol

August 14, 1996,

Voting for this action: Chairman Greenspan, Vice Chiair Rivlin, and
Governors Kelley, Phillips, and Meyer, Absent and not voting: Gover-
nors Lindsey and Yelfen,

JENNIFER J. JOHINSON
Deputy Seeretary of the Board

Union Planters Corporation
Memiphis, Tennesscee

Orvder Approving Notice 1o Acquive o Savings
Association and Engage in Certain Nonbanking Activities

Union Plaaters Corporation (“Applicant™), a bank holding,
company within the meaning ol the Bank Holding Com-
pany (“BHC™) Act, has requested the Board’s approval
under  section 4ey®) of the BUHC Act (12 U.S.C.
§ I843(H8Y) and scction 225.23 ol the Board’s Repula-
tion Y (12 CLER, 225.23) 1o acquire all the voting, shares of
Leader Finaucial Corporation (“T.cader Financial ™) and its
wholly owned subsidiary, Leader ederal Baok for Savings
(" Savings Bank ™), a federal savings bank, all in Memphis,
Tennessee., Applicant also has requested the Board™s ap-
proval under scetion 4(¢)8) of the BHC Act to acquire the
other direct and indirect nonbanking subsidiaries ol Leader
Financial listed in the Appendix and thereby engage nation
wide in permissible nonbanking activitics.!

Notice of the proposal, affording interested persons an
opportunity to submilt comments, has been published
(Ol Federal Register 30,240 (1996)). 'The time for liling
comments has expired, and the Board has considered the
notice and all comments reccived in light of the factors sel
forth it section He)8) ol the BHC Act.

Applicant, with total consolidated assets ol $11.4 billion,
operates subsidiary banks in Alabama, Arkansas, Ken-

L. The proposal is the st step i a series of transactions to merpe
Savings Bank with and o Applicant’s wholy owned subsidimy
bank, Uion Planters Nattonal Bank, Memphis, Tennessee (T"UPNB ™).
Inmediately alter the merger, UPNB would sell Savings Bank's
Nashville branchies to Umion Platers Bank- Middle ‘Tennessee, Nash
ville, ‘Tennessee (C"UPHB-Middle Tennessee™ ). These transactions (the
“Bank Mergers™) are subject 1o the approval of the Oflice of the
Coniptroller of the Cunency (COCC™) ander seetion T8(e) of (he
Federal Deposit Insurance Act {12 US.CLU§ IR28(¢)
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tucky, Louisiand, Mississippi, Missouri, and ‘Tennessee.”
Applicant is the third largest depository organization in
‘Tennessee, controlling $4.9 billion in deposits, represent-
ing approximately 8.9 percent of total deposits in deposi-
tory institutions in the state.* Leader Financial, with total
consolidated assets ol $3.2 billion, is the 8th largest depos-
itory organization i ‘Tennessee, controlling $1.5 billion in
deposits, representing 2.8 percent of total deposits in de-
pository institutions in the state. On consummation ol the
proposal, Applicant would remiain the third largest deposi-

tory organization in ‘Tennessee, controlling deposits of
$6.4 billion, representing approximately 11.7 percent of

total deposits in depository institutions in the state.

The Board has determined that the operation ol a savings
association by a bank holding company is closely refated o
banking for purposes ol section 4(¢)(8) of the BHC Act.!
Applicant has committed to conform all activities of” Sav-
ings Bank to thase permissible (or bank holding companies
under scction 4(¢)(&) of the BHC Act and Regulation Y.°
The Board also has determined by regulation that the
proposed lending, leasing, community development, credit-
related insurance, and lull-service seeuritics brokerage ac-

tivities are closely related to banking within the meaning of

section 4(¢)(8) of the BHC Act.” Applicant has committed
to conduct these activities subject o the limitations sct
forth in Regulation Y.

Competitive Considerations

Under section 4(c)(8) of the BHC Act, the Board is re-
quired to consider whether o proposal is likely to result in
any significantly adverse effects, such as undue concentra-
tion of resources, decreased or unfair competition, conflicts
of interests, or unsound banking practices.’ In evaluating
the competitive efleets of a proposed transaction, the Board
must determine the appropriate product market and geo-
eraphic market.® Using the cluster of bauking products and

2. Consolidated asset data are as of March 31, 1990, All other data

are as ol June 30, 1995, and are adjusted 1o reflect acquisitions of

Applicant consummiated through March 15, 1996,
3. In this context, deposttory institutions include commercial banks,
savings banks, and savings associations.

4. See 12 CHR 225.25(0)(9). Applicant’s proposed acquisition of

leader Financial also is subject to the approval of the Ottice ol Thrilt
Supervision (COTS”) pursuant to the Home Owners Loan Act
(12 US.CO§ 1467a(e)).

S, Applicant has committed that all impermissible real estate activi-
ties will be divested or terminated within two years ol consummation
of the proposal, that no new impermissible projects or investments
will be undertaken during tus period, and that capital adequacy
puidelines will be met excluding impermissible real estate invest-
ments. Applicant also has committed that any impernnssible securitics
or insurance activities conducted by Savings Bank will cease on or
belore consummation of the proposal. Savings Bank may contiue to
service any impermissible mstance policies for two years alier
consumniation of the proposal, but may not ienew any policies during
this two-year period.

O, See 12 CIRC225.25(b)(1), (5. (0), ()0, and (15)(ii).

7012 LS. § 1843(¢)(8).

K. See First Hawaiiun, Inc., 79 Federal Reseive Bulletin 966,
960 68 (1993); Sowthilrust Corporation, T8 Iederal Reserve Bulletin

services, which is the traditional method for analyzing the
competitive eftects of an acquisition ol a depository institu-
tion, the Board finds that consummation ol the proposal
would not have a significantly adverse effect on competi-
tion in any relevant banking market.”

Applicant and Savings Bank compete dircetly in the
Memphis and Nashville, ‘Temmessee, banking markets, ¢
Consummation ol the proposal would not cause the levels
ol concentration as measured by the Herlindahd- irschiman
Index CHHI) to exceed the Department of Justice merger
guidelines in either of these banking markets,!t and a targe
number of depository institutions would continue to oper-

TIO (1992, see also Usnited States v Philadelphia National Bank,
374 118, 321, 357 (1963). Mid-South Peace and Justice Center, Mem-
phis, ‘Tennessee ("Mid-South™), maintains that the Bowrd should
analyze the competitive effects ol the proposal on specilic loan prod-
ucts and banking services, including loans secured by used automo
biles. Mid-South provides no evidence (o support the conclusion thi
individual products and services should he considered  separately.
Available data tndicate that consunumation of the proposal is not likely
to increase appreciably the level ol concentration in consumer lending
or conmiercial lending, including small busmess lending, Morcover,
numerous competitors, ineluding a number of nonbank lenders that
provide cansunier loans, would remain alter consummation of the
proposal, and the relevant markets are attiactive for entry by other
compelitors,

9. Mid-South and Tnner City Press/Connnnnity on the Move, Brons,
New York (U1CP™), contend that the Bowd should sepaately consider
the competitive eflects of the proposal i several downtown and low
o maderate -meome areas of Memphis, ‘Tennessee, n determining the
relevant geographic markets, the Board has considered the location ol
the depository instititions, worker commuting, patterns (as indicated
by census data), and other indicia of cconomie mtegration and the
trattsmission o competitive Torees among depository  institutions.
Commuting data from the 1990 Census show significant levels off
commuting into Shetby County, Tennessee, winch includes Mempliis,
from the five surrounding counties. Tn addition, Memphis is the largest
city i the six-county arca and is the primary location for shopping,
services and entertamment for resudents in the arca. Other elevant
indicators, moreover, including the Memphis Metropolitan Statistical
Arca ("MSA”) and Memphis Ranally Metropoluan Area, reflect a
substantial degree ol cconomic integration between Shelby County
and its swrounding countics. Based on all the facts of record, the
Board concludes that the appropriate peographic market for analyzing
the combination of Applicant and Leader Finaneial in this arca is the
Memphis, ‘Tennessee banking market, which is approximated by
Shelby, Tipton and Fayetie Counties in ‘Tenuessees Crittendon County,
Atkansas; and De Soto and Tate Countics in Mississippi.

0. The Nashvitle, Tennessee, banking market is approximated by
Cheatham, Davidson, Robertson, Rutherford, Sumner, Williamson,
and Wilson Counties, and the town of Spring 1hll in Maury County,
all in Teanessee.

11, On consummation ol the proposal, the HI s would increase 261
points to 1671 in the Meniphis banking market, and | point to 1467 in
the Nashville banking market. Under the revised Department of Jus
tice Merger Guidelines, 49 Federal Register 26,823 (June 29, 1984), a
market in which the post-merger H s between 1000 and 1800 18
considered moderately concentrated, ‘The Justice Department has -
lormed the Board that w bank merger or acquisition will not be
challenged (in the absence ol other Lactors indicating anti-competitive
clleets) urtless the post-merger B s at least 1800 and the merger
increases the HHI by more than 200 points. ‘The Justice Department
has stated that the higher than normal T threshotds for sereening
bank mergers for anticompetitive ellects implicitly recognize the
competitive effect of limited purpose lenders and other non-depository
financial entities.



ate in these markets.”” Based on these and b other facts of
record, the Board concludes that consummation ol the
proposal would not result in any signidcantly adverse
ellects on competition or on the concentration ol banking
resources in the Memphis or Nashville basking markets or
any other relevant banking market.

Applicant also operates subsidiaries that engage in mort-
page lending, leasing, credit-refated insurance, and seeuri-
ties brokerage activities in competition with Leader Finan-
cial subsidiarics. The record indicates that there are
numerous providers ol these serviees and that the markets
for these services are unconcentrated. Based onall the Lacts
ol record, the Board concludes that consummation ol the
proposal would not have any significanty adverse clicets
on competition in the markets for these aonbanking ser-
vices.

Record of Performance Under the Continily
Reinvestment Act

i acting on a proposal to acquire a savings association
under seetion 4(¢)}(8) ol the BHC Act, the Board reviews
the records of the refevant depository institutions under the
Community Remvestment Act (12 US.CL§ 2901 ef seq.)
(CRA”)Y. As provided in the CRA, the Board has evalu-
ated the record of performance ol Applicant’s depository
institutions and Savings Bank in light of he CRA perlor-
mance examinations of these organizaticns by their pri-
mary federal supervisors.

2. Alter consummation of the proposal, Appl cant would remain
the seeond largest depository mstitution o the Meniphis banking
market and the fourth farpest depository institution in the Nashville
banking market. Applicant would control approxi nately 25.5 percent
of total deposits in depository institutions in the: Memphis banking
market ("market deposits™) and 8.0 pereent ol morket deposits in the
Nashville banking market after consunmation ol the proposal. in
addition, 37 depository institutions would remiun in the Memphis
banking market and 32 depository institutions would remam i the
Nashville banking marhet after consumnution of the proposal.

Market share data are based on caleulations in which the deposits off
thrift institutions are included at 50 percent. 'The Bowd previousty has
indicated that thritt institutions have beconte, or have the potential to
beconie, significant competitors ol commercial banks, See WM Ban-
corp, 70 Federal Reserve Billetin 743 (1984). Because the deposits of
Savings Bank would be controlled by @ commercial bankimg, organiza
tion after consummation ol the proposal, those deposits are included
at 100 pereent in the caleulation of Applicant’s pro forma market
share. See Nonwest Corporation, 18 ederal Reserve Bullein 452
1992y First Banks, tne 76 Federal Reserve Bulietin 669 (1990),

13, The Board previously has determined that the CRA by its terms
generally does not apply (o applications by bank holding companics to
acequire nonbanking compantices under section He)8) of the BHC Act,
See The Mitsui Bank, Lid | 76 Federal Reserve Pulletin 381 (1990),
The Board also has stated that, unlike other con panies that may be
acquired by bank holding compaies under sectior 4(e)(8) of the BHC
Act, savings associations are depository institutions, as that termn is
defined inthe CRAL and thus acquisitions ol saviags assoctations are
subject o review under the express terms ol the CRAL See Norwest
Corporation, 16 Iederal Reserve Bulletin 873 (1590).

Legal Developiments 901

The Board also has carelully considered comments from
several organizations and an dividual (“Protestants” )t
that criticize the record ol Applicant and Savings Bank in
meeting the credit needs of minority individuals and low-
to moderate-income commuanities in Memphis, 'Tennessee.
In addition, some Protestants contend that UPNB and
Savings Bank have an insuflicient number of branches in
downtown and low- 10 moderate-income arcas ol Mem
phis, and that Applicant’s proposed branch closings in
Memphis after consummation of this transaction would
adversely alfect the local communitios. Several Protestants
also contend that data filed under the Home Mortpape
Disclosure Act (“TIMDA™) (12 U.8.C. § 280t 1 seq.)
indicate that UPNB and Savings Bank have refused or
fatled to assist in meeting, the housing-related credit needs
ol Alrican Americans, low- 1o moderate-income neighbor-
hoods, and arcas with predominantly minority populations
(“minority communities™) in Memphis.

An institution’s most recent CRA performance evalua-
tion is « particularly important consideration i the applica-
tions process because it represents a detailed on-site evalu-
ation ol an institution’s overall record ol performance
under the CRA by its primary lederal supervisor.t> In
addition, the Board considers an institution’s policies and
practices Tor compliance with applicable Tair leading laws,
The Board also takes into account information on an insti-
tution’s lending activities that assist in mecting, the credit
needs al low- to moderate income ueighborhoods,

Performance Fxaminations. AL of Applicant’s subsid-
iary banks and savings associations that have been exam:
inced for CRA performance received “outstanding” or “sat-
islfactory™ ratings from their primary lederal supervisors in
their most recent examinations. o particular, UPNB re-
ceived a satisfuctory” CRA performance rating from the
OCC, its primary federal supervisor, at its most recent
examination as ol October 1994 (“UPNB Ixamination™). 1o
Furthermore, Savings Bank received a “satisfactory” CRA
performance rating from the OFS at its most recent exami-
nation as of April 1995 (“Savings Bank Lxamination™).

Performance Records of Applicant and Savings Bank.
As noted above, Applicant proposes 1o nierge Savings
Bank with and into UPNB, alter which the operations of
Savings Bank would beconie subject 1o the CRA policics,
procedures, and programs of UPNB. The Board has care-

4, In addition (o Mid- South and 1C1 Protestants include Memphis
Arca Community Reinvestment Organization ("MACRO™); VILCA
Community Development Corporation; Students, Mothiers, and Con-
cetned Citizens, Inc.; and Douglass, Bungalow & Cramp Neighbor
hood Association’s Coalition Alliance ("DBC Neighborhood  Alh-
ance’), all of Memplus, ‘Fennessee.

15. The Board notes that the Statenmient of the Federal Financial
Supervisoy Agencies Reganding the Community Reinvestment Act
provides that a CRA examination is an important and often controlling,
factor in consideration ol an institution’s CRA record aud that repoits
ol these examinations will be given great weight in the applications
process., See S4 Federal Register 13,7742, 13,745 (1989).

16. UPB-Middle Tenuessee also reccived a “satisfactory” CRA
performance rating, from the OCC at its most recent examination as ol
Janwary 1996,
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fully reviewed Applicant’s CRA performance record i
Light of substantially similar comments submitted in con
nection with a number ol recent applications filed by
Applicant.!” tn the Union Planters Orders, the Board care
fully reviewed UPNR's CRA performance record, includ-
ing its lending, marketing, and outrcach activities, the
services provided through its branches, its branch closing
policies. and the actions that the bank had tuken to
strengthen its lending in low- 0 moderate income areas.
The Bowrd also considered Applicant’s HIMDA data for
1990 to 1994, and prefiminary 1995 HMDA data. For the
reasons discussed i detail in the nion Planters Orders,
which we hereby incorporated by reference, the Board
concluded that the CRA performance record ol Applicant
was consistent with approval of the applications under the
BHC Act.

‘The Union Planters Orders noted that the UPNB Tixam-
ination found that the bauk’s community delinention was
reasonible and did not exclude any low o moderate
income neighborhoods, The examination also found that
UPNRB had a satislactory record ol ascertaining conumunity
credit needs and that the bunk’s marketing program cflec-
tively informed all segments ol its delincated commuanity
ol the bank’s credit products and services. In o addition,
examiners concluded that the bank’s distribution of loans,
applications, and denials was reasonable. 'Uhe {nion Plant-
ers Orders also 1eviewed UPNB's special fending pro-
granis o assist in neeting the eredit needs ol low- 1o
moderate-income borrowers, including participation in a
number ol government sponsored  programs (hrough the
Federal Housing Admimstration (“FHA™), Veterans Ad-
ministratton (VA7) Tennessee Housing Developiment Au
thority, and Small Business Administration.'s

The Savings Bank Examination found that the institu-
tion’s delincated community was reasonable and did not
unicasonably exclude any low (0 moderate-income neigh-
borhoods. Fxaminers found that Savings Bank's branches
that accepted mortgage loan applications were casily acees-
sible 1o members ol the local communitics. Examiners also
found that Savings Bank had o strong vecord of ascertain-

17, See Union Planters Corporation, 82 Iederal Reserve Bulletin
756 (1996); Union Planters Corpoyation. 82 ederal Reserve Bulletin
TAS (1990); Union Planicers Corporation, 82 Federal Reserve Bulletin
I8 C1O0); and Union Planters Corpoyation, 81 Federal Reserve
Bulletin 800 (1995) (collectively, “Union Planters Orders™). These
matters have iicluded UPNB'S sensitivity to tie ctedit needs of
Adrican Amencans, s history of providimg loans and other bankuig
services 1o Jows o moederate meonie netghborhoods and minonty
residents of Meniphis, and its branch tocations in downtown and fow-
o moderae meonie areas ol Memplhis,

18, One Protestant expresses coneern that constmmation of te
proposal would reduce the level of fundmg available tor communily
development activities in Memphis, The UPNB - Exanwnation noted
that UPNB was o chanter member of the Memphes Multi- Bank Com
munity Development Corporation, and had formed an association with
the City of Memphis and coninunity groups 1o develop housimg fot
low: to moderate income persons. Applicant, morcover, has requested
approval 1o continae Leader Financral's participation m two commu
mty development housimg progects that will be rented primaritdy 1o
low  to moderate-meome persons.,

ing the eredit needs of, and marketing, its credit products 1o,
residents of Memphis.™ “The Savings Bank Examination
concluded that Savings Bank had performed reasonably
well in attracting loan applications fromn individuals in
fow- to moderate income census tracts in the Memphis
MSA, and that the association’s credil extensions, credit
applications and credit denials were adequately distributed
throughout its delincated conmmunity. In addition, examin-
ers noted that Savings Bank was an active participant in the
market for FHA and VA loans and participated in a varicty
ol community development projects in Memphis. ™

Branch Locatnons and Closings, 'The UPNB Lxamina:
tion concluded that the bank’s brancl and automated teller
machine ("ATM”) networks were reasonably accessible (o
all scgments ol the bank’s community, including low- to
moderate-income neighborhoods, UPNB operates 35 full-
service branches und 37 stand-alone ATMs in Shelby
County.”t Five ol UPNR’s branches in Memphis wre fo-
cated in low- 10 moderate- income census tracts, The bank
recently applied for the OCC”s approval 1o establish an
additional 55 stand-alone ATMs in convenicnce  stores
located throughout Shictby County. and 26 of these ATMs
would be located in low- 1o moderate-income  census
tracts.”” Savings Bank operates 15 branches in Shelby
County, including two branches that are located in low- o
moderate-income census tracls.

19, Examiners noted that Savings Bank initiated amatketing plaa in
the Memphis area that placed spectal cmphasis on attracting credu
apphications o individuals i low 10 moderate-income census
tracts, Hxaminets also Tound that the association marketed its credit
products through local newspapers and radio proprams with predomi-
nately minority audiences and tirough advertisements in low to
modetate income and minority conmmumities.

20. Savmgs Bank purchased and originated 6,245 FHA and VA
loans m 1993 and 1994, totalling more than $41Y millton. In connee
tion with its operations, Savings Bank pruchases and services pools of
delinquent THA and VA Toans. Certain Protestants contend, without
providing any substantiation, that Savings Bank may use impropet
collection techniques to service these delmeuent loans, and question
whether UPNB's proposed acquisition of this line ol business s
consistent with the convenence and needs of the communuy. The
Bowd has carefully considered Protestants conmments i fight of
confidential reports ol exannmation assessing Savings Baonk’s FIIA/VA
loan puichase and servicing progrant. The Board also notes that O'1'S
examinets tavorably noted Savings Bank's purchase of FHA and VA
lodns at the Savings Baok Examination,

210 Fdteen o UPNB’s branches are designated “Home  Buyer
Centers™ and are staffed by criployees with particular knowledge ol
the bank’s mortgage products, including its special housing related
lendmyg programs.,

22, Fwo Protestants submitted proposals requesting that Applicant
agree (o establish o bank branch in specttic neighborhoods i Mem
phus. UPNB s conducting wn internal analysis to detenmme whether
UPNB should construcet o branch at the tocations dentified by Protes-
tants. Although commumications by depository institutions with corn-
muntty groups provide @ valuable method ol assessmg and determin
ing. how an institution iy best address the eredd needs ol the
comuunity, the Board believes that the CRA does not require that a
deposttory institution enter mto an agreement wilh any organization.
Accordingly, m reviewing the proposal, the Bowd has tocused on the
programs and policies that Applicant ind Savings Bank have in place
to serve the credit needs of their entite communties. See Fafth Third
Bencorp, 8O Dederal Reserve Bulletin 838 (1904,



UPNB has publicly stated that it plans ¢ close or consol
idate 14 branches off UPNB and Savings Bank in the
Menmphis banking market alter consumn ation of the pro-
posal and the related Baonk Merpers. The operations of the
14 branchies would be transferred to other branchies of the
combined entity.”* More than 70 percent of the branches 1o
be closed or consolidated in the Meniphin arca are located
within onc-liadl mile ol another UPNB brancly, and all of
the branches are located withiin one mile ol another UPNB
branch. ™ Two of the branches to he closed or consolidated
are located in low 10 moderate income arcas. Alter the
proposed branch actions, UPNB would continue to operate
live branches in low o moderate-income census tracts. ™

Applicant has stated that the proposec branch closings
and consolidations in Mcemphis would be conducted in
accordance  with UPNB’s branch closing policy. The
UPNB  Examination concluded that the bank’s branch
closing/service reduction policy seehs o minimize (he
impact ol any reduction in services and that UPNB Lad i
acceplable record of opening and closing, branch oflices.
The Board notes that UPNB’s branch closing policy 1o
quires the bank to notfy community groups and leaders
prior to closing any brauch, and that UPNB has sent
notification of the proposed closings and consolidations 1o
A varicly of community groups in the Memphis area. ' In
addition, UPNB'S proposed branch closings will be subject
to the Joint Agency Policy Statement on Branch Closings
(" Joint Policy Statemient™). " "Fhe Board wlso notes that the
impact of UPNR’s proposed branch clos ngs and consoli-

730 Some Protestants contend that the closure of specifie branches
wottld negatively atlect the local conumunitios,  \pplicant has stated
that it woudd continue to serve alb communitios cunently served by the
branches slated for eloswe o consolidation. Appricant also has noted

that UPNB intends (o establish o telephone hanking center capable of

opening accounts and aceepting doan applications {rony customers
located throughout the Merphis area.

21 Applicant also his stated that st mtends to close or consolidate
an additional four branches of Savings Bank and UPRB-Middle Teanes
see uy the Nashvalle bankmg market ater consu nnation of the pro
posal. Thiree of the fow branches 1o be closed or consolidated in the
Nashville wea are located witlin one half made of another UPR
Middie Tennessee brancty, and none of the lotn branchies s Tocated in
i low- to moderate- income census tract,

25. Noue of the branches (0 be closed or consobidated s cotmection
with the proposal are located e a census tract that has a minority
population ol 8O percent or more

26, These groups inclde the National Associat on lor the Advance
mient of Colored People, the Meniphis Urban Leagoel the Memphis
Arca Nerghborhood Development Connunity Crpanization, and the
DBC Neighborhood Alliance.

27, 8ee S8 Federal Register 19,083 (199 3) (innerpreting section k2
ol the Pederal Deposit Tnsurance Act (12 18,00 § 18311-1)). Under
these provisions, all wisured depository mistitubons are requited 1o
submit @ notice of any proposed branch closing to the appropriale
federal banking agency no later than 90 days belore the date ol closure
that contiins:

(1) The identity of the bianch o be closed and hie proposed closimg

dale:

(2) A detadded staieent of the reasons tor the lecrsion to close the

branch: and

(3) Statstical or other information supporting the reasons tor clo

sure, consistent with the institution™s writtenr poliey  lor branch

closings.
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dations will be assessed by examiners as part of (he bank’s
next CRA performance examination and will be reviewed
by the Board in [uture applications to acquire a depositony
lacility.

HMDA Deta. Inthe Union Planters Orders, the Board
noted that 1990- 1994 HMDA  data Tfor Applicani and
UPNB generally reftect reasonable efforts by UPNEB (o
assist i meeting, the credit needs of communities with fow-
to- moderate income and minority esidents. ™ i connee
tion with the proposal, the Board has carclully reviewed
the 1995 TIMDA data for Appheant and the 1993, 1994,
and 1995 TIMDA data for Savings Bank.™ "These data for
UPNDB indicate that UPNB continues to assist in meceling
the needs of minorities and low- o moderate- income com
munities,

HMDA data for Applicant and Savings Bank, howevet,
also pencrally indicate some disparities in the rate of loan
originations, denials, and applications by racial group and
income level, The Board is concerned when an institation’s
record indicates disparitics i lending o minority appli
cants and believes that all banks are obligated (o cnsure
that their lending practices are based on eriteria that assure
not only sale and sound banking. but also cqual access (o
credit by creditworthy applicants regardless ol race. The
Board recognizes, however, that MDA data alone provide
anincomplete measure ol aninstitution’s lending, in its
conununity because these data cover only a lew categories
ol housing-related lending and provide limited information
about the covered applications and loans. " HMDA data,
therelore, have limitations (that make the data an inade
quate basis, abscut other information, for concluding thai
an institution has engaged in illegal discrimination in nak
ing lending decisions.

Movement of branches within the same imnediate neighbothood that
do not substantially altect the nature ol the business or the customers
served e consdered consolidations or relocations under the Joint
Policy Statement and, as such. do not sequire prior notiee

28 The Bowrd noted, Tor example, that the pereentage ol the total
number ol applications 1recerved by UPNB [rom Alrican Amencans
had increased every year from 1992 1o 1994, In addition, the Board
noted that UPNB had recerved apreater pereentage ol loan apphica
tions Lrom, and originated a preater pereentage ol loans to. African
Americans than the agpregate averape of lanking wistiutions o the
Memphis MSA from 1992 10 1994

20, MACRO submitted a survey of 1993 and 1991 FIMDA data lod
Apphicant and Teader Fianeral i the Memphns MSAL Based on this
svey. VIACRO conchuded that Applicant had wn above average™
tecord of housmg-related lending in the Memphis MSA wd e the

center city wew of Memphis, and that Leader Financial had o~ below
averige ™ record of housing refated Tending i these arcas,

30, For example, the 1995 data indicate that UPNB contiued (o
recerve i fugher pereentape ol ats total loan applications e Shelby
County [rom, ad continued to oremate U ligher percentage ol s
total loans o, Aloean Americans than lenders in the aggacpate, These
data also indieate that UPNB orginated o hipher pereentage ol thie
foan applications that it received from fow (0 moderate meorme
censts tracts in 1995 than in 1994,

310 For example. HMDA data do not provide @ basts lov an
independent assessenent ol whether an apphicant who was dened
credit was in tact creditworthy, Thus, credit history problens and
excessive debt fevels relative o incore
cited Tor acredit demal are not ayalable from the TTMDA data

reasorts most frequently
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Because ol the imitations of HIMDA data, the Board has
carclully reviewed othier information, particularly examina-
tion reports that provide an on site evaduation ol compli-
anice by UPNB and Savings Bank with the fair lending
laws. The UPNB Examination and Savings Bank Hxamina-
tion found no cvidence of prohibited discrimination or
other illegal credit practices at the institutions.®” Examiners
at both institutions also found no cvidence of any practices
intended o discourage applications for the types of credit
listed in the bank’s CRA statement.

In addition, UPNB and Savings Bank have initiated
several measures 1o assure compliance with the fair lend-
ing laws. For example, UPNDB has instituled a0 “second

look™ program for its retail and mortgage loan divisions
and provides sensitivity and diversity  lraining (0o bank
personnel*t In May 1996, UPNB also hired a private
consulting firm to conduct a comprehensive fair lending
review of its residential mortgage activities. 'The Savings
Bank Examination noted that management routinely moni-
tored the association’s underwriting, policies and proce-
dures 1o assure that loan applicants are not discriminated
apainst on o prohibited basis. ¥

Conclusion Regarding Record of Performance Under
CRA. The Board has carefully reviewed all the facts of
record i considertug the CRA - performance record ol
Applicant and Savings Bank, including information pro-
vided by Protestants, Applicant’s responses, and the results
ol the performance examinations ol Applicant’s bank sub-
sidiaries and Savings Bank, Bascd on this review, and lor
the reasons discussed in this order and the Union Plamers
Orders, the Board concludes that considerations relating (o
the CRA are consistent with approval. >

32, Examiners at the UPNB Examination reviewed all first mort
gage and home improvenent loan applications received by UPNEB
during the fust six months of 1994, and compared the loan fifes of
winte applicants whose loans were approved with the files of African
Anicrican apphicants whose Toans were denied. This review revealed
no - mstances, practices, o policies indicating that customers weie
treated e an dlepgal manner, Examiners at the Savings Bank Txamini-
tion also conducted a comparative eview ol loan files tor white
applicants who reecived loans and minority applicants who were
demied loans., Examiners found no patterns ot discrinnnatory treatment
and concluded that minority and non-minotity applicants were given
similar fevels of asststance durmg the underwriting process,

S3CUPNB also takes a vsecond look™ at loan applications eceived
through the bank™s automated lToan machmes,

3b Examiners also noted that Savings Bank s board ol directors had
instructed management (o recnphasize o all cmployees the institu-
tion’s commitment to nondiscriminatory tending.

35, 0ne Protestant contends, without providing suppotting lacts,
that bankg orpamzations m the Memplins area, inchuding Applicant
and Leader Fmanctal, charge an excessive fee lorretuned checks and
that banking organizations have colluded to establish a unitornily high
fee for this service, 'The record mdicates that UPNB has an establishied
record of providing a full range of banking and fending services nn s
detmeated conmumities, mcluding substantial lending services, and
offers access to a full range of rctail bankiie scivices, mcluding, a
cheching account with no monthly [ee for sentor citizens and other
low cost cheeking account products. While the Board has wecognized
that banks help serve the bankig needs of then communitios by
mahing avarlable basic banking services at a noniinat or no chnge, the
CRA does not require that banks limit the fees charged for services.

Other Considerations

In order to approve the proposal, the Board also must
determine that the proposed activitios are a proper incident
to banking, that is, that the proposal ““can reasonably be
expected to produce benefits o the public, such as greater
conveniencee, increased competition, or gains in clliciency,
that outweigh possible adverse cllects, such as undue con-
centration of resources, decreased or unfair competition,
conflicts ol interests, or unsound banking practices,” ¢ As
part ol the Board's evaluation ol these factors, the Board
has carcfully reviewed the linancial and managerial re-
sources ol Applicant, Leader Financial, and their respec

tive subsidiaries, and the eflect the transaction would have
on such resources in light of all the Tacts ol record. ¥ These
facts ol record include confidential reports of examination
and other supervisory information received from the pri-
mary lederal supervisors of the organizations assessing
their financial and managerial resources and compliance
with consumer-related Taws. ™ Based on all the facts of
record, the Board concludes that the financial and manage-
rial resources ol the organizations involved in this proposal
are consistent with approval. ™

The record does not supporl the conclusion that the fees charpged by
Applicant or Leader Financial for cheeking, accounts or other banking,
services are based inany way on a Tactor prohibited by law.

The Bowd also has noted that the linuted juiisdiction granted to the
Board under the BHC Act does not authonze the Boad 1o adjudicate
unsubstantiated allepations that arise under a statite administered and
cnloreed by another agency. See Nonwest Corporation, 82 Federal
Reserve Bulletin 580 (1996). The Department of Justice (*1DOJ7Y has
express statutory anthority to investigate and prosceute the type of
collusive practices alleped by Protestant, and the Board has provided
Profestant’s comments to the DOJ o its consideration.

36, 12 U.S.C0§ 1843(C)R). One Protestant notes that [Leader Finan
cial s defendant i lawsuits coneerning the foreed placement of
collateral msurance. The “florced placement™ of insurance oceurs
when o creditor obtains, at the bortower’s expeise, insurance to
protect collateral after other coverage for the collateral has Tapsed.
Leader Financial has denied any wiongdomg and the courts have not
reached any final judgnient in these awsuits. The Board retains
adequate supervisory aathonty o take action, i appropriate, should
the allegations of improper actions be substantiated. Protestant also
teiterates comments that the Board previously reviewed in the Union
Planters Orders, including comments relating 1o pending lawsuits
against Applicant involving the forced placement of collateral insue-
ance, @ past fawstt against Applicant involving the sale of sceuritized
awtomobile receivables by Applicant’s thice nonbank subsiduuies,
and allegations ol managenient misconduct at a Mississippt state bank
acquired by Applicant in 1994,

3. See 12C1R0 22524, see also The Fuji Bank, Limited, 15
Federal Reserve Bullenn 94 (1O89); Baverische Veremsbank AG, 73
Iederal Reserve Bulledn 155 (1987).

A8, In conductimg thes review, the Board has carcfully considered
comments from cettain Protestants ateging misconduet and violations
of banking laws by the management of Leader Financial, and viola
tions of the Real Bstate Scttlement Procedures Act (12 U.8.0. § 2601
et seq.) by UPNB and Leader Prinancial. Based on all the facts of
record, mcluding supervisory information provided by the primary
federal supervisor of UPNB and Leader Fianeial, the Board does not
believe that the record supports these allepations.

39, One Protestant has questioned whether the proposal would be
cligible tor " pooling-ol interests™ accounting treatment and why Ap-
plicant’s pro forna tinancral statements do not reflect the poodwill™



lu reviewing the public interest factors in this case, the

Board also has carclully considered the contentions of

cettain Protestants that Applicant has not sufliciently dem-
onstrated the public benefits ol the proposal. ' T'he record
indicates that consummation ol the propo.al and the Bank
Mergers would provide cuastomers of the combined institu-
tions with access 1o a broader array ol banking, products
and scrvices than currently is offered by cech ol the institu-

tions individually, " In addition, the proposed mierper of
Savings Bank and UPNB would provide he customers of
Savings Bank with access to Applicant’s Lager network off

branches and ATMs. P Applicant also s stated  that it
intends o invest approximalely $2.5 million (o upgrade the
branches of Savings Bank acquired by UPNB and UPRB-
Middle Tennessee.' Applicant slates, niorcover, that the
combination ol Savings Bank and UPNB would permit
UPNB (o achicve greater economies ol scale and cfficien
cies in ity mortgage operatiods.

The requirement under section 4 ol the BHC Act that the
Board must determine that public benelits from a proposal
can reasonably be expected to outweiph potential adverse
cllects necessarily involves a balancing process that takes

currently maintained by Teader Finaneial, The Board has reviewed
these comments in light ol relevant accounting principles and all (he
facts of record, nclading a preliminary opinion o Applicant’s inde
pendent pubhie accountant stating, that the propossl would qualdy for
pooling-of-interests accounting treatment. Inaddstion, Applicant has
stated that it will not consunmmate the proposal untess it qualilies for
pooling-ol- interests accounting treatment, The Board also notes that
Leader Financial has no “poodwill” oncits financial statements.

40, One Protestant also contends, without providing any supporting
lactual evidence, that pnior acquisitions by Applicant have benetited
only stockholders of the mstituttons and resulted in adverse elfieers
such as increased fees to constimers and fewer banking seivices and
lactities Tor low (o moderate meonie customers. The Tacts ol record
in this application, and the facts ol record consizlered i the Union
Planters Orders, do not support these contentions,

A1 For example, UPNB operates ten automated foan machines and
offers retail trust services and elephone bill payment services (o its
customers. Comparable products or services currcatly are not offered
by Savings Bank. In addition, Applicant has stated that consummation
ol the proposal would pernut Applicant 1o oltr 1o s expainded
customier base cettain mortpage and Toan products that lave been
developed by Savings Bank, including a variety ol adjustable rate
motlgage progrants and a temporary construction loan that converts (o
a permanent loan upon completion ol the project.

42, After the Bank Mergers and the proposed bri neh consolidations.,
current customers of Savings Bank would have access o 30 {ull-ser
vice UPNB branches in the Memphis bankurp market and 24 full ser-
vice UPB-Tennessee branches i the Nashvidle b nking market. This
represents o substantal increase over the 15 branches that Savings
Bank currently operates inc the Memphis banking markel, and the fow
branches operated by Savings Bank in the Nashville banking market.
Applicant also operates 37 stand alone ATMs in the Menphis banking,
manhet and L stand alone ATMs in the Nashville banking marhet. In
comparison, Savings Bank operates four stand slone AI'Ms in the
Meniphis banking miarhet and no stand alone ATMs in the Nashville
banking market, As noted above, UPNB also has requested the ap
proval ol the OCC to establish 55 more stand alon > ATMs thionghowt
Shielby County.

43, Applicant states that these improvenwents way include expand
ing the branches to accommaodate mercased stul, providing drive
through teller or AUM aceess, or adding sate deposit boxes or night
depositorics.
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into acconnt the extent ol the potential Tor adverse ellects.
For the reasons discussed in this order and the Union
Planters Orders, the potential for adverse cellects, i any,
resulting from the transaction is nepligible. The Bowd also
concludes that, based on the considerations discussed
above, including the expanded products and services for
customers, the proposal can reasonably be expected 1o
produce notable public benelils. Accordingly, based on all
the tacts of record, the Board has determined that consum-
mation ol the proposal cain reasonably be expected to
produce public benelits that would outweigh any likely
adverse effeets under the proper incident w banking stan
dard of section 4(c)(8) ol the BHC Act. !

Conelusion

Basced on the foregoing and all the facts ol record, includ
ing the commitments discussed in this order and all other
commitments and representations made by Applicant in
connection with the notice, and subjeet to the terms and
conditions set forth in this order, the Board has determined
that the notice shoutd be, and hereby is, approved. '™ The
Bowrd’s determination is subject to all the conditions set
forth in Regulation Y, including, those i sections 225.7 and
225.23(2) ol Regulation Y (12 CIR. 2257 and

b Some Protestants contend that the Board should delay consider
ation ol the proposal and request additional intormation from Appli-
cant on the competitive impacet ot the proposal, proposed branch
clostres, the public beachits anticipated Trom consumniation of {he
proposal, and the manapement of Savinps Bauk™s FUA/VA - oan
progrant, Protestants have not provided any facts to demonstrate that o
delay 1s warranted. The Board is requited by the BHC Act and (he
Board™s 1ules to act on applications submitted under seetion Fol the
BEHC Act within specthed time peniods. Based onall the Lacts of
record, the Board conctudes that the record on this notiee is sulficient
to act on the notice at this e and that delay o denial of the proposal
on the grounds of informational insudliciency s not wartanted.

45, Some of the Protesiants have equested that the Board hold a
public heating, o mecting (o receive public testimony on this pro
posal, including testimony telating o Apphicant’s proposed branch
closures, the elleet ol the proposal on banking competition and the
level of tending in Memiphis, and the CRA record of performance ol
Applicant and Leader Financial Under the Board™s tales, achearing is
requited under section Fof the BHC Act only if there ae disputed
issties ol material fact that cannol beresolved i some other manaetr.
12 CHLRL225.23). Protestants do not identily disputed issues ol fact
that are material to the Board's deaision. In addition, interested patties
have had ananiple opportunity to present theiv views, and Prolestants
have subnmitted substantial written cotments that have been consid
cred by the Board, Protestants” requests Ll o demonstrate why a
wtitten presentation would not suthee and 1o summiaize the evidence
that would be presented at o heanng ot mieeting. See 12 CUER.
202, 3(e), The Board has carelubly constdered the proposal in light of
all the facts of record, including Protestants” comments on the issues
discussed above, and. Tor the reasons discussed e this onder and the
Unton Planters Orders, has concluded that the factors that the Board
must consider under section - ol the BHC Act are consistent with

approval, Protestants™ requests dispute the weipht that should be
accorded 1o, and the conclusions that the Board shoutd thaw from, the
existitg facts of record. For these reasons, and based onall the Tacts of
recond, the Board has determimed that o public heaing o meeting s
not required or necessary o elatily the factual record in the notice, or
otherwise warranted 1n s case. Accordimgly, the requests lor a
public heinmg or mectig on the notice are hereby denied.
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225.25(g)), and to the Board’s authority to require modifi-
cation or fermination of the activities of” a bank holding
company or any ol its subsidiaries as the Board finds
necessary (o assure conpliance with, and to prevent cva-
sion of, the provisions of the BHC Act and the Board’s
regulations and orders issued thereander. The Board’s deci-
sion is specifically conditioned on Applicant’s compliance
with the commitments made i connection with the notice,
including the commitments and conditions discussed in
this order. The commitments and conditions relied on in
reaching this decision shall be deemed (o be conditions
imposed in writing by the Board in connection with its
findings and decision and may be enforced in proceedings
under applicable law.

This (ransaction shall not be consunmmuated later than
three months alter the eflective date of this order, unless
such period is extended Tor good cause by the Board or the
Federal Reserve Bank of Sto Louis, acting pursuant o
delegated authority.

By order of the Board ol Governors, eflective August 5,
1996.

Voting tor this action: Chairman Greenspin, Viee Chair Rivlin, and
Governors Kelley, Phillips, and Meyer. Absent and not voting: Gover-
nors Lindsey and Yellen,

JENNIFER J. JOHNSON
Deputy Secretary of the Board

Appendix

Other Noubauking Subsidiaries of Leader Vinancial to
he Acqitired by Applicant

(1y Leader Scrvices, Inc., Mcemphis, ‘Fennessee, and
thereby engage in acting as principal, agent or broker in the
sale of eertain insurance (including home mortgage re-
demption insurance) that is directly related to an extension
ol credit by the bank holding company or its subsidiaries
pursuant to section 225 25(b)(8)(i) ol the Board’s Regula-
tion Y; and in full-service brokerage activities pursuant to
section 225.25(b)(15)(11) of the Board’s Regulation Y,

(2) Feader Federal Mortgage, Inc. (“lLeader Mortgage™),
Ieader Funding Corporation [, and Feader Funding Corpo-
ration 1, all in Memphis, Tennessee, and thereby engage
in making, acquiring and servicing toans or other exten-
sions of credit pursuant (o section 225.25(b)(1) ol the
Bourd’s Regulation Y; and

(3) Leader Leasing, Inc., Meniphis, Tenunessee, and thereby
cngage in leasing real and personal property, including
certain higher-residual-value leasing, pursuant to seclion
225.25(b)S) of the Bowd’s Regulation Y and making,
acquiring, or scrvicing commercial loans pursuant to see-
tion 225.25(b)( 1) of the Board™s Regulation Y.

Applicant also has applied to retain Leader Financial’ s
direct and indirect ownership tnterest in the following

Joint ventures:

(1) Millcreck Development Partnership, 1P and Hoover
Road, L..I%, both in Memphis, ‘Tennessee, and thereby en-
gage in community development activities pursuant o
seetion 225.25(b)(6) of the Board’s Regulation Y; and

(2) Southeastern Mortgage of Alabama, 1L.1.C., Birming-
ham, Afabama, and ASMI, L.LC, Indianapolis, Indiana, and
thereby engage in making, acquiring, or servicing loans or
other extensions of credit pursuant to section 225.25(b)(1)
ol the Board’s Regulation Y,

ORDERS ISSUED UNDER FLEDERAL RESERVE. ACT

Community Bank of Nevada

Las Vegas, Nevada

Order Approving Establishwent of a Branch
Community Bank ol Nevada, Las  Vepas, Nevada
("Bank™), a state member bank, has requested the Board’s
approval under section 9 ol the Federal Reserve Act
(12 1.5.C. § 321 et seq.) to establish a branch at
2887 south Maryland Parkway, Las Vegas, Nevada.

Notice ol the proposal, affording interested persons an
opportunity to submit comments, has been published in
accordance with the Board’s Rules of Procedure. The time
for filing comments has expired, and the Board has consid-
ered the application and all comments received in light of
the fuctors specified in the Federal Reserve Act.

Bank, with total deposits of approximately $34.9 mil-
lion, is the 18th largest commercial banking organization
in Nevada, controlling less than | percent of the total
deposits in commercial banking organizations in the state.!
Bank has been in operation sinee July 1995, and, under this
proposal, would establish its first permanent branch,

Considerations Related to the Conununity Reinvestment
Act

In reviewing an application to establish a branch, the Board
is required to take into account the institution’s record
under the Community Reinvestment Act (12 US.CL§ 2901
et seq) (C“CRA™). The Board has received commients from
the Culinary Workers Union, Local 226, and a number of
individuals (“Protestants™) criticizing Bank’s record of
performance under the CRALY In particular, Protestants
maintain that Bank:
(1 Has a declining loan-to-deposit ratio;

L. Deposit and state ranking dataare as of March 31, 1996,

20 8ee 12 US.00 88 2902(3)(C), 2903(2).

3. The Board has also considered comments supporting Protestants’
contentions from the Assoctation of Community Ohgantzations (or
Reform Now, the National Community Reinvestment Coalition, and
the National Low Income Housing Coalition.



(2) Originates a small pereentage of ceal estate loans
within its assessnient area

(3) Lends primarily to borrowers in high income census
tracts and to large residential developnients and commer-
cial projects; and

“‘h) Does not sulliciently provide resid :ntial lending in
census tracts with substantial minority populations.
Protestants also contend that the signil.cant amount of
lending to Bank’s directors and sharcholders impairs its
abilily to assist in meeting the credit ueeds of its communi-
tics.* The Board has carefully reviewed those commients in
light of all the facts of record.

An institution’s most recent CRA performance evalua-
tion is a particularly important consideration in the applica-
tions process because it represents a detailed on-site evalu-
ation ol the institution™s overall record o performance
under the CRA by its primary lederal supervisor. Tn con-
nection with this application, the Federal Reserve Bank of
San Francisco (“Reserve Bank™) conducted a lull-scope,
on-site examination ol Bank™s CRA record of performance
(the “July 1996 Examination™) and has preliminarily rated
Bank’s performance as “satisfactory.”

Bank qualifics as o small bank for purposes ol the new
regulations jointly promulgated by the lederal financial
supervisory agencies Lo implement the CRALC Bank was
evaluated under the small bank performance standards,
whicly consider:

(1) The bank’s loan-to-deposit ratio, «djusted l[or sea-
sonal variation and, as appropriate, other lending-related
activities;

(2) The percentage ol loans and, as aspropriate, other
lending-related activities focated in the bank’s assess
ment area;

(3) The bunk’s record ol lendimg to and, as appropriate,
engaging in other lending-related activities lor borrow-
ers of dilferent income fevels and businesses and farms
of different sizes;

(4) The geographic distribution of the bank’s loans; and
(5) The bank’s record ol taking actions i warranted, in
response 1o writlen complaints about it performance in
helping to meet credit needs inits assessment arca(s).”
Lxaminers also consider any evidence ol discriminatory or
other illegat credit practices.®

A4 o additon, Protestasts believe that Bank should provide Spainish
language brocliues and other materials.

5. The Board notes that the Statenent ol the Tederal Finaneial
Supervisoy Agencies Reganding the Connnunity: Remvestment Act
provides that a CRA exannmation is an importautt and often controlling,

factor in the consideration of an istitutton’s CRA record and thit

ieports of these examinations witl be piven great weight in the
applications process. See S Federal Register 13742, 13,745 (198Y).
6. See 00 Federal Register 22,156 (May <L 19950 See also 12 CERL
2281200 whieh defines o Usmall bank™ with o parent holding
company as a bank hat had less than $250 million in assets as of
December 31 ol cithier of the prior two years. Bank's assets totalled
approximately $37 million as of December 31, 1995,

7. 8ee 12 CIR 22826,

812 CLLERL 228.28(¢).
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Bank’s loan-to deposit ratio averaged approximaltely
70 percent over the four quacters from September 30, 1995,
to June 30, 1996, The July 1996 Examination found thal
this ratio exceeded the standards for satisfactory perfor
mance in - light ol peer averages Tor commercial banks
within Bank’s assessnient arca and nattonally. Although
Bank’s loan-to-deposit ratio declined 1o 58 percent as ol
June 30, 1996, examiners concluded that the decline re-
stlted from the greater than expected succeess ol Bank’s
certificate of deposit progrant aud not rom a diminution in
leading.”

As noted, Bank is a small institution and is primarily
cngaged in business-purpose leading, especially small busi-
ness toans ' Bank’s outstanding, loans consist ol approxi-
nately 06 percent for business-related purposes, totaling,
$16.5 million, and approximately 23 percent lor financing
rcal estate  construction  and  development,  totaling
$5.7 million. 'The July 1990 Examination lfound that all ol
Bank’s business-related foans were small business loans,
and that approximately 74 pereent by count and 72 percent
by dollar amount ol those loans were made in its assess-
ment arca 't Approxumately 49 percent of Bank's construc-
tion and developnient loans by count and 56 percent by
dollar wmount of commitnient were ialso made in s assess
ment arca, Overall, approximately 67 percent by count of
Bank’s business-related and construction and development
loans and 02 percent by dollar amount were conducted
within its assessment area.

OF Bank's smiall business loans, 24 percent by count and
35 pereent by dollar amount were made in moderate-
income census tracts.! Bank also is qualificd (o make
government-sponsored loans through the Small Business
Administration ("SBA™), specilically the SBA’s 504 and

9.1 Bank™s loans 1o directors were exchsded from consideration i
calewating the ratio, as suggested by Protestants, eximnners stil
considered Bank's loan-to-deposit ratio (o be reasonable as comparcd
to the rtio lor its national peers. Examiners also reviewed the level ol
agprepate loans to Bank’s directors and their related interests. They
concluded that the level was not unusual for a de novo bank that Dl
been i operation for wshott period of time, beeause such instimutions
often rely on estabhished relationships 1o generate business.

10. Tor purposes ol the new CRA regulation, a small bustiess loan
is o commercial and industiial loan with an origmal amount ol
1 million or dess, or a loan secured by nonfwm nomeswdential
property with an original amount of ST million or less, See 12 C FR.
228.12(w). Bank also participated as a mortgage broker i 6/ home
mortgages, tolaling approximately $12.6 mithon, as ol the July 1996
lixamination.

L1 As determined by the examiners, Bauk’s assessment mea en
compasses 52 census (racts in Clark County. Nevada, which includes
the City of Las Vepas, This area, which is located i the western part
of the ey and mcludes onty whole peograplues (7 e, in s case,
census tracts), was considered by examiners (o be reasonable and not
to reflect any illegal diserinnnation or 1o exclude wbitranly any fow
and moderate incomie areas. Bank’s assessment arei is comprised off
the following numbers of census fracts by income: low income 1,
moderate income - 10, middle income 21, and lugh mcome 17,
Bank mtends to expand its assessment arcaafter opening the proposed
anch,

P20 Lavgest dollar amount ol loans extended by Back wis i
moderate income census tiacts Gas opposed (0 middie o
ICOTIE CCNSUS {racts).

upper-
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A programs. Lixaminers also found that residential real
estate developmient within Bank’s assessment arca was
focused primarily in middle- and high-income census
tracts, consistent with construction and development lend-
ing by Bank and by other nstitutions. Nevertheless, Bank
financed the development of 16 condominiums to provide
alfordable housing, to fow- and moderate-income individu-
als, with  purchase prices ranging  [rom $68,000 to
$70,000."

Examiners considered Bank to be generally responsive
1o written complaints about its cfforts (o assist in meeting
the credit needs ol its commniunity. ‘The July 1996 Examina-
tion noted a number of complaints in Bank’s public com-
ment file from members of the Culinary Workers Union.
Bank invited all complainants who provided return ad-
dresses to discuss their concerns, but no complainant has
responded. The July 1996 Examination also found no
evidence ol illegal discrimination and considered Bank's
compliance with lair lending laws and regulations satisiac-
tory. '

T'he Board has carefully reviewed all the facts ol record
i considering the CRA performance record of Buank, in-
cluding information provided by Protestants, Bank’s re-
sponses, and the results of the July 1996 Lixamination.
Bascd on this review, the Board concludes that consider-
ations relating to the CRA are consistent with approval.™

Other Considerationy

The Board also carelully reviewed the factors required to
be considered in proposals (o establish a branch, including,

the financial condition of Bank,' the general chacacter off

13, Bank also financed the development of 23 single family hones
with purchase prices ranging from $89,950 (0 $112.945. Examiners

noted, based on information from the Tousmg Authority of the City off

Las Vegas and the Nevada Fair Hlousing Center, that hiousing with
purchase price of less than $90,000 ix considered aflordable for low-
to moderate- income individuals.

4. The compliance examinabon included o sampling of approved
and denied loan applications, a review ol Bank's loan policies and
lending criteria, and interviews with Bank personnel. Lxanuners also
noted that Baok financed a real estate development project in one
census traet and made 13 percent ot its small business loans in another
census tract within Bank's assessment arca that have substantial
minority populations.

15, Protestants question whether Bank has provided sallicient inlor-
mation to demonstrate a benelit to the conmiumity from this proposal,
Iy reviewing an application (o establish o branch, the Board is re-
quired to consider the specitic tactors set forth m the Federal Reserve
Act and the bank’s record of petformance under the CRA. As dis
cussed in this order, the Board has carefully reviewed the proposal in
light of these considerations. Neither of these Acts, however, requires
a separate linding that benelits to the community would result [tom
the estabhshmient ol a branch. Protestants also maintam that Bank has
not conmiplicd with all aspects ol its internal CRA policy, including,
documentation ol i1s outicach cllotts. The new CRA repulations, as a
general matter, locus on an institution’s actual perlormance and not
the documentation of its lending, elfonts,

16. Protestants contend that a substantial portion of Bank’s deposits
is from Luge depositors in amounts of $100,000 o1 more.

Approximately 60 percent ot Bank's large deposits are held by
Bank’s primary sharcholders, and (wo of these depositors are Bank

its management, and the proposed exercise of corporate
powers. Protestants argue that an administrative action by
the National Labor Relations Board ("“NLRB™) aguinst a
casino owned by one of Bank’s outside directors, past
business proposals between Bank and its officers and direc-
tors, and current loans extended to Bank insiders raisc
adverse managerial considerations and conflicts of interests
concerns, Protestants also allege that Bank has made loans
Lo single borrowers and their related interests that exceed
25 pereent ol its untmpaired capital in violation of Nevada
state law. !

The Board does not believe that the conduct at issue in
the NLRB proceeding warrants a denial of the proposal.'®
In addition, the Board notes that issues raised by Baok’s
proposed business dealings with its officers and directors
were resolved in the context o Bank’s application for
membership in the Federal Reserve System two years ago.
Reserve Bank and state examiners also recently conducted
a joint salety and soundness examination ol Bank. Lixamin-
ers reviewed all of Bank’s loans to insiders and concluded
that they complied with Regulation O (12 CLER. Part 215),
the regutation applicable to loans 1o insiders of state memm-
ber banks, including the requirement that an insider abstain
from voting on his or her own loan application. Bank also
has sold 1o institutions unalliliated with Bank or Bank’s
dircctors participations in loans 1o single borrowers, in
order to comply with Nevada limitations on loans to single
borrowers; and state examiners did not find any violations
of applicable state law lending linmits. The Board also notes
that Bank has a compliance ofticer and written procedures
to ensure compliance with all applicuble regulations. In
lipght ol these and all the facts of record, the Board con-
cludes that other factors required to be considered under
section 9 of the Pederal Reserve Act are consistent with
approval.'”

directors. In this light, examiners in a recent safety and soundness
examination did not consider the volatility of these deposits 1o ad-
versely aflect the financial condition ol Baok and noted that Bank
management monitors Large depositor ietationships closely.

17, See Nevada Revised Stat, 8§ 662,145 and 662,155 (1992);
Nevada Adminstiative Code § 602 002 ¢f seq.

I8, The NLRB proceeding is part o a long-standing dispute be-
tween the casino and the unions representing, beverage dispensers and
hotel and restatant employees. The NLRB Tound that the casino had
cngaged meunfair labor practices that:

(1) Intertered with, restrained, or coerced employees in the exercise

of their rights under the National Labor Relations Act (“"NLRA™),

and

(2) Refused 1o bargain collectively with the representatives of

cmployees,

See §§ 8 and (0)(5) of the NLRA (29 U.S.C §§ 158(a)( 1) and
N, The conduct at issue included surverdlance on and ejection of
union representatives, unitaterally imposing new ules on employee
conduct and unilaterally ceasing to pay peusion Tund contributions.
The casino was ordered 1o cease and desist from these activities, and
the NLRB's finding was uplield by a federal cireuit court of appeals.

19, Protestants argue that the record of his proposal is information-
ally incomplete because Bank has failed to respond to their requests
for mlornation, including information reparding its CRA-related ac-
tivitics In light of all the facts of 1ecord, and for the reasons discussed
above, the Bouard coneludes that the record ol the proposal s sulficient



Based on the foregoing, the Board has determined that
the application should be, and hereby is, approved .’ The
Board’s approval is specifically conditiored on compliance
by Bank with all the commitments maede in connection
with the application. For purposes of 1his action, these
commitments and conditions are conditions imposed in
writing by the Board in connection with its {indings and
decisions and, as sucl, may be enforecd in proceedings
under applicable Taw.

Approval of the establishment of the branch is subject 1o
the completion of the lactlity within one year after the
clfective date of this order, unless such period is extended
for pood cause by the Board or the Res:rve Bank, acting
pursuant to delegated authority.

By order of the Board of
August 28, 1990.

Governors,  cllective

Volting for this action: Chainman Greenspan ind Governors Lind-
sey, Meyer, Phillips, and Yellen, Absent and not voting: Vice Chair
Rivlitr and Governor Kelley.

WILLIAM W, WILLS
Secretary of the Board

ORDERS ISSULD UNDER INTERNATIONAY BANKING ACT

Korca Development Bank
Scoul, Korea

Order Approving Establishment of a Broneh

Korea Development Bank, Scoul, Korea (“'Bank”), a for-
cign bank within the meaning, of the International Banking,
Act ("IBA”), has applicd under section 7(d) of the IBA
(12 US.C. § 3105(d)) to establish o state-licensed branch
in New York, New York. The Forcign Bank Supervision
Enhancement Act ol 1991 (“I'BSEA”), which amended

to act on the application at this trme and that defay or denial of he
proposal on the grounds ol informational insuflicicncy is not war-
ranted.

20. Protestants have requested that the Board hold a public hearing
or meetig on this proposal to allow Profestants to question Bank on
its submissions, to obtain additional information o Bank, and to
present information on the proposal. The Fedeal Reserve Act does
not require the Bouard 1o hold a public hewing on applications to
establish branches. Generally, under its Rules ol Procedure, the Board
iy, inits diseretion, hold a public heanng, o neeeting, ot an applica-
tion to clarify factual issues related o the appli ation and to provide
an opportunity for lestimony, il appropriate. 12 CUILR. 262.3(e) and
262.25(d). Protestants i this case have had ample opportunity to
submit their views, and have, in fuct, subiittcd substantial written
comments that have been carefully considered in connection with the
Board's decision. Protestants” requests tail to demonstrate why wiit-
ten comments are inadequate in this case to present their views or
resolve the issues raised by ther comuents as e uired by the Board's
rufes. 12 CLER, 262.3¢¢). Vor these veasons, and based on all the facts
of record, the Board has determined thata public heating or meeting is
not necessary to clarily the factual record in this application, or
otherwise warranted in this case. Accordingly, Protestants’ requests
for a public hearing or meeting on the proposal are denied.
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the IBA, provides that a forcign bank must obtain the
approval of the Board to establish a branch in the United
States.

Notice of the application, allording interested persons an
opportunity to submit comments, has been published in a
newspaper ol general circulation in New Yotk (The New
York Times, April 20, 1996). The time for liling comments
has expired, and the Board has considered the application
and all comments received.

Bank has total consolidated assets of approximately
$62 billion, and is wholly owned by the Government of the
Republic of Korea.t Bank, which originally was chartered
as a development bank focused on exceuting the govern-
nient’s cconomic development plans after the Korean War,
now cngages inoa wide range of commercial banking
activities in the domestic and international markets.” In
addition to its network of domestic branches, Bank also
operates 13 domestic subsidiaries engaged in leasing, ven-
ture capital linance, investment advisory and sccurities
services, merchant and investiment banking and manufac-
turing activitics. International operations tnclude branches,
representative oftices, and banking and financial subsidiar-
ics located in Lurope, Asia, and North America. In the
United States, Bank operates a representative ollice and a
broker-dealer subsidiary, Korea Associated Securities, Inc.
(“KASIE™), in New York, New York, and several nonbank
subsidiaries and aflitiates.” Bank would be a qualilying
banking organization within the meaning ol Regulation K
after establishment of the proposed branch. 12 CLILR.
211.23(b).

Bank would upgrade its existing representative oflice in
New York, New York, to a stale-licensed branch that
would cngage in wholesale banking activities icluding the
provision of long- term facility loans (o Korean manufactur-
ing companics operating in the United States, loan syndica-
tions for project and lease finance, and trade financing for
export and impotl transactions between Korea and the
United States.

The Ministry ol Finance and Fconomy ol the Republic
of Korca (the “"Ministry”) has no objection to the establish-
ment of the proposed branch. The State of New York
Banking Departinent has approved the application of Bank
to establish the proposed branch.

I Al data are as of December 31, 1995,

2. The Government of Korea does not direct Bank’s lending activi
ties or impose fegal restrictions, goals, quotas or direetives on Bank as
o particular types ol commercial transactions or pacticulae borrawers,
A relatively small pereentage ol Bank’s lending is 1o povermment
owned conipanies.

3 Bank would apply under section d(e)(8) of the Bank 1tolding,
Conipuny Act for the approval of the Board (o etain its ownership
interest in KASE following establishment of the proposed branch.

4. KDB has indirect investiments in the tollowing non-bank entities
in the U.S.: Pohang Steel America, i wholly owned subsidiary ol
Pohang Tron & Steel Co. of Korea, Dacwoo Equipment Cotporation
andd Dacwoo Machinery Cotporation, subsidiaries ol Dacwoo Indus-
tricy of’ Korea, Hanjung Ameticit Corporation, @ wholly owned subsid
iy ol Korea Heavy ndustiies & Construction Co,, Liad., and a direct
investment in Asiana Airlines, a Korcan commercial aiv carrier with
ticketing ofirces in the United States.
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It order to approve an application by a forcign bank to
establish a branch in the United States, the IBA and Regu-
lation K require the Board 1o determine that the foreign
bank applicant engages directly in the business of banking
outside of the United States, and has furnished to the Board
the information it needs to adequately assess the applica-
tion. The Board also must determine that the foreign bank
is subject to comprehensive supervision or regulation on a
consolidated  basis by its home  country supervisor
(12 U.S.C. § 3105(d)2)). The Board may also take into
account additional standards as sct forth in the 1BA
(12 U.S.C.§ 3105(D3)-(4)) and Regulation K (12 CLER.
211.24(0)).

Bank engages direetly in the business ol banking outside
of the United States through its commercial banking opera-
tions in Korea. Bank also has provided the Board with the
information necessary o assess the application through
submissions that address the relevant issues.

Regulation K provides that a forcign bank will be con-
sidered (o be subject 1o comprehensive supervision or
regulation on a consolidated basis il the Board determines
that the bank is supervised and regulated in such a manner
that its home country supervisor receives suflicient infor-
mation on the forcign bank’s worldwide operations, includ-
ing the relationship of the foreign bank o any affiliate, to
assess the overall financial condition ol the Toreign bank
and its compliance with law and regulation (12 CLER,
21 1.24¢¢)(1)).> In making its determinatton under this stan-
dard, the Board has considered the following information,

Bank’s primary supervisor is the Ministry. Additionally,
Bank is subject to supervision by the Office of Bank
Supervision and Examination (the “OBSE™) of the Bank
of Korea.® As a government-owned institution, Bank also
is subject to audit and inspection by the Board of Audit and

5. Inassessing this standard, the Board considers, among other

factors, the extent (o which the home country supervisors:
(1) Ensure that the bank has adequate procedures for monitoring
and controlling its activities worldwide;
(i) Obtain information on the condition of the bank and its
subsidiaries and oflices through aegubin examination reports,
audit reports, or otherwise;
(iti) Obtain information on e dealings with and relatonship
between the bank and its alliliates, both foreipn and doniestic;
(iv) Recerve from the bank hnancial reports that are consolidated
on a worldwide basis, or comparable information that permits
analysis ol the bank’s linancial condition on a wotldwide consol-
idated basis;
(v) Evaluate prudentiad standands, such as capital adequacy and
risk assel exposuie, on a worldwide basis.

These are indicia of comprehensive, consolidated supervision. No
single factor 1s essential and other clements may mform the Board's
determination,

6. The Board previously has determined that several other Korean
banks are subject to comprehensive supervision on a consolidated
basis in connection with theiv applications filed ander the FBSEA.
These banks, however, we chartered as commercial banks and are
subject to primary supervision by the OBSEL In addition, the Board
recently determined that Long ‘Tenm Credit Bank of Korea, o private
development bank under the primary supervision of the Ministry, s
also subject (o comprehensive supervision on a consolidated basis.
82 Lederal Reserve Bulletin 767 (1990),

Inspection (the “BAI’"), an independent government
agency that reports direetly to the President of Korea.”

The Ministry’s supervisory authority extends Lo estab-
tishment or change of tocation of Bank’s subsidiarics and
ollices, amendments to the by-laws, approval of an annual
operational program and annual budget, changes m the
anount of capital, nomination of the governor of Bank and
the appointment of the auditor of Bank, and determination
of any permissible incidental activitics ol Bank.

The BATL is authorized to audit the books and records of
all government-owned institutions, including Bank and its
subsidiaries. ‘The results of the BAT's annual on-sile exam-
inations of Bank are reviewed by the Ministry in its role as
the principal supervisor of Bank. BAL inspectors have
broad authority to request any documents necessary to
conduct their examination and their inspection authority
extends 1o all domestic and foreign offices and subsidiaries
of Bank.

On-site exmninations of Bank’s head office occur once a
year, ‘These examinations include a review ol asset quality,
capital adequacy, accounting procedures, compliance with
laws and regulations, adequacy of internal compliance and
controls, proper procurcinent of goods and services, appro-
priateness of expenditures, adequacy of foreign operations,
including an evaluation of management cflectiveness over
those operations, and accuracy of reports submitted by
foreign offices.

The BAT has authority to audit all domestic and foreign
oflices and subsidiaries of Bank. On-site examinations of
foreign offices occur generally every three years. 'The
schedule, however, is adjusted as necessary 10 address
changes in risk profiles or other specilic issues. Ofl-site
cxaminations are conducted annually in conjunction with
the head oftice examination, and are similar in scope to
on-site examinations,

Bank is required to submit periodic reports to the Minis-
try and the OBSE. The Ministry requires the submission of
reports from Bank on all aspects of Bank’s banking opera-
tions including management, financial performance, and
forcign exchange activity. Certain {inancial statements, in-
cluding the balance sheet and income statement, and the
report on capital adequacy are prepared on a consolidated
basis. Reports submitted monthly to cither the OBSE or the
Ministry include a balance sheet, deposit and reserve te-
quirement information, credit exposures exceeding 15 per-
cent of equily, ageregate large exposure concemtrations,
and loans outstanding (o the 30 largest Korcan business
conglomerates. Additionally, Bank is required to provide
the OBSE with semiannual operational reports ol its for-
cign branches and subsidiarics. These reports include fi-

7. Cerntain domestic nonbanking subsidiaries of Bank are subject to
supervision and audit by other regulatory authorities in addition to the
BAL (he Ministry and the Bank of Korea. KDB Scecuritics Co., 1Ad,
and Koren Development Investment Management Co., Ltd, are sub-
jeet to supervision by the Securities Supervisory Board (the “SSB”),
a Ministry-subordinated entity that supervises and regulates seeurities
firms. "The SSB examines these entitics on an as-needed basis and
reports the result of the examinations (o the Ministry upon request.



nancial statements and analyses ol past Jdue loans and other
exposures. Bank also provides the OBSE with annual
financial reports, The OBSE has the authority (o require
any relevant statistical data or information.

In addition to the audits performed by the BAL all of
Bauk’s forcign subsidiaries are audited by external audi-
tors at feast annually. "The external auditors review, among
other things, asset quality and internal controls, Internal
control weaknesses are reported 1o senior management and
the board of directors, Although there is no formal and
direct communication channel between the external audi-
tors and the Ministry and Bank ol Korea, audited (inancial
statements are provided to the Ministry and Bank of Korca
upon request.

Bank provides the Ministry with operational information
on a consolidated basis which includes materials concern-
ing the business activities of Bank and its domestic and
foreign subsidiarics. Although there are no express legal or
regulatory restrictions iimposed on trensactions between
Bank and its alliliates, Baonk represents that it obscrves
restrictions fundamentally  similr to those imposed on
commercial banks. In this regard, Bank applics limits on
loans to its oflicers and employees as well as officers or
cmployees ol its alliliated companies. Additionally, certain
restrictions on equity investments apply to Baok.

Bank’s internal audit function is responsible for anoual
on-site audits ol the head oftice and branches and bi-annual
audits of forcign ollices. In accordance with standards set
by the Ministry, the audit group conducts general, specific,
and routine (daily) audits.® The scope of the general audit
is broad, covering financial performance as well as compli-
ance with Korean banking law and regulations. Head office
audits include a review ol asset qualily, internal controls,
accounting policies and procedures, cperational policies
and controls, budgeting and expenditure controls. The an-
nual internal audit report is submitied to the Ministry and
includes the exannnation scope, correction orders, and
recomniendations, "The audit group is lso responsible for
cnsuring that the forcign offices are complying with Bank’s
internal policies and procedures and all applicable banking
laws and regulations of the host countriss. The branch also
would be audited by the BAL

Under the KDB Act, the Ministry has the power to
dismiss the senior ofticers, executive divectors, and auditor
ol KDB, and may request the dismissal of the governor.
The BAL may request the Ministry to take disciplinary
action against any ollicer or employee of KDB who has
commitied any unlawlul act, relused inspection, or caused
any delay in the presentation of docuients requested by
the BAL

Based on all the lacts of record, including the informa:
tion described above, the Board conciudes that Bank is

8. A general audit encompasses an annual review ol all operating,
departmients, Special audits may be conducted at the request of the
Munustry, the board of directors, or the governor inresponse o specific
issues or concerns which may atise. Routine or daily audits selate
specifteally to the loan approval process,
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subject to comprehensive supervision on a consolidated
basis by its home country supervisor.

The Board has also taken into account the additional
standards set forth in section 7 ol the IBA (see 12 U.S.C.
§ 3105(d)(3)-(4y; 12 CIERL 2T1.240K2)). Bank has pro
vided thie Board with the inforination necessary 10 assess
the application through submissions that address the rele-
vant ssucs. As noted aubove, Bank has received the consent
of the Minisiry 1o establish the proposed state-licensed
branch. [n addition, the Ministry may share information on
Bank’s operations with other sapervisors, including the
Board.

Korca is a sipnatory (o the Basle risk-based capital
standards, and Korcan risk-based capital standards mecet
those cstablished by the Basle Capital Accord. Bank’s
capital 18 in excess ol the minimum levels that would be
required by the Basle Capital Accord and is considered
cquivalent o capital that would be required of a ULS.
banking organization. Managerial and other linancial re-
sources ol Bank also are considered consistent with ap-
proval, and Bank appears 1o have the experience and
capacity 1o support the proposed branch. Bank has estab
lished controls and procedures for the proposed branch in
order 1o ensure compliance with US. law, as well as
controls and procedures for 1ts worldwide operations in
peneral.

Fually, the Board has reviewed the restrictions on dis
closure in relevant jurisdictions in which Bank operates
and has conumuicated with relevant government authori
tics about access to information. Bank has comnntted that
it will make available o the Board such information on the
operations ol Bank and wny aliiliate of Bank that the Board
deemis necessary to determine and enforee compliance with
the IBA, the Bank Holding Company Act of 1956, as
anmended, and other applicable federal Taw. To the extent
that the provision ol such information is prohibited or
impeded by law, Bank has commitied to cooperate with the
Bouard to obtain any necessary consents or waivers that
might be required from third partics o connection with
disclosure of certain information. In addition, subject 10
certaun conditions, the Ministry may share information on
Bank’s operations with other supervisors, including the
Board. 1n light of these commitments and other facts of
record, and subject o the condition described below, the
Board concludes that Bank has provided adequate assur-
ances ol access (o any necessary information the Board
nay request.

On the basis of all the facts of record, and subject Lo the
commitments made by Bank, as well as the terms and
conditions sct Torth in this order, the Board has determined
that Bank’s application to establish a state licensed branch
should be, and hereby is, approved. Should any restrictions
on aceess o information on the operations or activities of
Bank and its alliliates subsequently interfere with the
Board’s ability to obtain information to determine and
culoree compliance by Bank or its aftiliates with applicable
federal statutes, the Board may require termination ol any
of Bank’s ditect or indirect activitics in the United States.
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Approval ol this application is also specifically conditioned
on Bank’s compliance with the commitments made in
connection with this application and with the conditions in
this order” "The commitments and conditions referred o
above are conditions imposed in writing by the Board in
connection with its decision, and may be enforced in

9. The Board's authority to approve establishment ol the proposed
branch oflice parallels the continuing authority of the State of New
Yark to license oflices ol aforeign bank, ‘The Board™s approval ol this
application does not supplant (the authorty ol (he State of New Yok
and its agent, the New York State Banking Depathiment, to hieense the

proceedings under 12 US.C0§ 1818 or 12 US.C. § 1847
against Bank, its oflices, and its aflitiales.

By order of the
August 23, 1996,

Board of Governors,  cllective

Voling for this action: Chaivman Greenspan, Viee Chair Rivim, and
Governors Kelley, Lindsey, Phillips, and Meyer. Absent and not
voting: Governor Yellen,

JENNIFER ). JOIINSON

Deputy Secretary of ihe Board

proposed branch office ol Bank i accordance with any terms ot
conditions that the New York State Banking Departiment may inpose,

INDEX OF ORDERS ISSUED OR ACTIONS TAKEN BY 1 BOARD OF GOVERNORS OF THE FEDERAL RESERVEE SYSTIM

(APRIL L, 1996-JUNE 30, 1990)

Applicant .
Pl or Activily

Aspen Baneshares, Inc.,

Aspen, Colorudo Cortes, Colorado

Merged or Acquired Bank

Val Cor Bancorporation, Inc.,

Bulletin

Date ol
‘ Volune

Approval
P and Page

May 31, 1996 82, 605

Valley National Bank of Cortes,

Corters, Colorado
Bank ol Boston Corporation, The Boston Bancorp,

Boston, Massachusells

Boston, Massachusetts

South Boston Savings Bank,

Boston, Massachusetts

The Bank of New York Company,

New York, New York

BNY Capital Markets, Inc.,
tnc., New York, New York

The Bessemer Group, licorporated,
Woodbridge, New Jersey
BNCCORP, tne.,
Bismarck, North Dakota

Butte Bank Shares, toc.,
Butte, Monlana

Caisse Nationale de Credit Agricole,
S.AL
Paris, France

Capital One Financial Corporation,
Falls Chureh, Virginia

Cardinal Bancshares, Ince.,
Lexington, Kentuchy

C'edel Bank, S.AL,
Luxembourg

Commercial Bank “lon Tiriac™,
S.AL
Bucharest, Romania

Bessemer Asset Management, Ioe.,
New York, New York

Cambridee Bank Professionals, 1O,

St Cloud, Minnesota
BNC' Financial Corporation,
St Cloud, Minnesota
First Citizens Bank ot Butie,
Butte, Montana
CALIP (US), Inc.,
New York, New York

Order approving an exemption from the

anli- tying, provisions

Security First Network Bank,
Pineville, Kentucky

I'ive Paces Software, Tne.,
Atlanta, Georgia

To establish a representative ollice in
New York, New York

To establish w representative oftice in

New York, New York

April 22, 1996

Junie 3, 1996 82,733
June 1O, 1990 82, 748
April 24, 1996 82, 569
May 1, 1996 R2, 673
April 1, 1990 82, 554
June 10, 1996 82, 754
April 11, 1996 82, 584
May 21, 1996 82, 674
April 24, 19906 82, 591

82, 502



Applicant

Community Bancshares of
Marysville, Inc.,
Marysville, Kansas

Creditanstalt-Bankverein,
Vienna, Austria

Croghan Banceshares, Inc.,
Fremont, Ohio

The Croghan Colonia Bank,
Fremont, Ohio

Dresdner Bank AG,
Frankfury, Germany

Emigrant Bancorp, Inc,,
New York, New York

Farmers State Corporation,
Mountain Take, Minnesola

Bank Southwest Corporation,
Worthington, Minnesola

Firstar Corporation,
Milwaukee, Wisconsin

Firstar Corporation of Minnesota,
Bloomington, Minnesota

First Commerce Banks ol Florida,
.,
Winter Haven, Florida

First Commeree Corporation.,
New Orleans, Louisiina

First Tawaiian, Inc.,
Honolulu, 1lawait

Plathead Holding Company of
Bigflork,
Bigfork, Montana

Fleet Financial Group, Ing.,
Boston, Massachuseltts

Luntington Bancshares,
Incorporated,
Columbus, Ohio

National City Corporation,
Cleveland, Olio

Merped or Acquired Bank
or Activity

Community State Bank,
Hanover, Kansas

To relocate its existing federally
licensed uninsured branch from
New York, New York, to Greenwich,
Connecticut

U nion Baneshares Corp.,

Bellevue, Ohio

Union Bunk and Savings Company,
Bellevue, Ohio

U nion Bank and Savings Conipany,
Bellevue, Ohio

RCM Capital Management, Calilornia
Limited Partnership,

San Francisco, California

RCM Capital Trast Company,
San Trancisco, California

Creens County Bancorp, Inc.,
Ilushing, New York

First Sceurity Bank-Madison,
Madison, Minnesota

Tcob Schimidt Company,
St Paul, Minnesota

A merican Bancorporation, Ince.,
St. Paul, Minnesota

Prime Bank of Central Florida,
Titusville, Ilorida

150 Baronne Steeet Limited Partnership,
New Orleans, ouisiana

Pacilic One Bank,
Portland, Oregon

Pioncer Federal Savings Bank,
Honolulu, Hawaii

FankWest, N.A.,
Katispell, Montana

NatWest Bank National Association,
Jersey Clity, New Jersey

Order approving an exemption from the
anti-lying, provisions

Date of
Approval

June 17, 1996

April 22, 1996

June 10, 1996

June 10, 1996

May 30, 1996

April 1, 1990

April 8, 1996

June 24, 1996

June 5, 1990

May 29, 1996

April 8, 1996

June 24, 1996

April 15, 1996

May 23, 1996

Legal Developments 973

Bulletin
Volume
and Page

82, 735

82, 594

82, 737

82,737

82, 676

82, 555

82, 557

82, 762

82, 738
82, 679
82, 575
82, 741

82, 558

82, 088
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Applicant

Merged or Acquired Bank
or Activity

Date of
Approval

Bulletin
Volume
and Page

Huntington Bancshares
[ncorporated,
Columbus, Ohio

Wachovia Corporation,
Winston-Salem, North Carolina

Arca Bancshares Corporation,
Owensboro, Kentucky

lowa State Bank,
Hull, fowa

Komerent Banka, a.s.,
Prague, Czech Republic

Korea Long Term Credit Bank,
Seoul, Korea

Morgan Guaranty Trust Company of
New York,
New York, New York

National Bancshares Corporation of
Texas,
Laredo, Texas

National Bank of Canada,
Montreal, Cananda

Norwest Corporation,
Minneapolis, Minnesota

Norwest Corporation,
Minneapolis, Minnesota

Norwest Corporation,
Minneapolis, Minnesota

Promstroybank of Russia,
Moscow, Russian Federation

R&G Financial Corporation,
Hato Rey, Puerto Rico

Signet Bank,
Richmond, Virginia
Swiss Bank Corporation,
Basle, Switzerland

Five Paces Software, Inc.,
Atlanta, Georgia

To establish a branch at
1101 Main Street,
Hull, Towa

To establish a representative office in
New York, New York

To establish a state-licensed branch in
New York, New York

J.P. Morgan Declaware,
Wilmington, Dclaware

Corpus Christi Bancshares, Inc.,
Corpus Christi, Texas

To establish representative offices in
Denver, Colorado; Boca Raton,

Florida; Baltimore, Maryland; Boston,
Massachusetts; Southfield, Michigan;
Charlotte, North Carolina; Cincinnati,

Ohio; Cleveland, Ohio; Pittsburgh,
Pennsylvania; Memphis, Tennessee;
and Richmond, Virginia

AmeriGroup, Incorporated,
Minnetonka, Minnesota

AmeriBank,
Bloomington, Minnesola

The Prudential Home Mortgage
Company, Inc.,
Clayton, Missouri

Union Texas Bancorporation, Inc.,
Laredo, Texas

Union National Bank of Texas,
[Laredo, Texas

To establish a representative office in
New York, New York

R-G Premier Bank of Puerto Rico,
Hato Rey, Puerto Rico

R&( Mortgage Corporation,
Hato Rey, Pucrto Rico

Signet Bank N.A.,
Falls Church, Virginia

S.G. Warburg Overscas 1.td.,
[.ondon, England

S.G. Warburg Forex [Ltd.,
[ondon, England (branch located in
New York, New York)

May 21, 1996

June 24, 1996

April 22, 1996
June 24, 1996

April 29, 1996

April 29, 1996

June 10, 1996

April 29, 1996

May 6, 1996

May 29, 1996

April 8, 1996

June 17, 1996

April 29, 1996

May 13, 1996

82, 680

82, 767

82, 597

82, 767

82, 585

82, 565

82, 769

82, 580

82, 683

82, 667

82, 599

82, 745

82, 590

82, 685



Applicant

Swiss Bank Corporation,
Basle, Switzerland

Union Planters Corporation,
Memphis, Tennessee

Union Planters Corporation,
Memphis, Tennessce

West One Bank, [daho,
Boise, Idaho

Wilson Bank Holding Company,
Lebanon, Tennessee

Woodtorest Bancshares, Inc.,
Houston, Texas

APPLICATIONS APPROVED UNDER BAN
By the Secretary of the Board

Merged or Acquired Bank
or Activity

Legal Developments 975

To establish a representative oftice in
Houston, ‘Texas

“astern National Bank,
Miami, Florida

franklin Financial Group, Inc.,
Morristown, Tennessce

sranklin Federal Savings Bank,
Morristown, Tennessee

.S, Bank of [daho, National
Association,
Coeur D’Alene, Idaho

DeKalb Community Bank,
Smithville, Tennessee

Mutual Money Investients, Inc.,
Houston, Texus

K HOLDING COMPANY ACT

Date of Bulletin
Approval Volume
pprove and Page
May 13, 1996 82, 690
June 5, 1996 82, 745
June 10, 1996 82, 756
June 17, 1996 82, 765
April 1, 1996 82, 568
April 8, 1996 82, 573

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

Washington, D.C". 20551.

Section 4

Applicant(s)

Wachovia Corporation,
Winston-Salem, North Carolina

By Federal Reserve Banks

Bank(s)

Wachovia Capital Markets, Inc.,

Atlanta, Georgia

Effective Date

August 26, 1996

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

the Reserve Banks.

Section 3

Applicant(s)

Bank(s)

Reserve Bank Effective Date

Alabama National Bancorporation,
Birmingham, Alabama

BancFirst Corporation, Inc.,
Oklahoma City, Oklahoma
The Belknap Partnership, L.P.,

Poplar Bluft, Missouri

FIRSTBANC Holding Company, Inc.
Robertsdale, Alabama

Hirst Bank of Baldwin County,
Robertsdale, Alabama

Commerce Bancorporation, Inc.,
Mcl.oud, Oklahoma

Bootheel Bancorp, tuc.,
Malden, Missouri

tirst Community Bank,
Bernice, Missouri

>

August 21, 1996

Atlanta
Kansas City July 26, 1996

St. Louis August 19, 1996
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Section 3 Continued

Applicant(s)

Big Bend Baneshares Corporation,
Presidio, Texas

Rio Baneshares Corporation,
Wilmington, Delaware

Bullsboro Bancshares, Inc.,
Newnan, Georgia

Community Holdings Corporation,
Palos Hills, Hlinois

DEC Acquisition Corporation 'T'wo,
Kansas City, Missouri

Hast Texas Bancorp, Inc.,
Longview, 'Texas

Fast Texas Delaware Financial
Corporation,
Dover, Delaware

FirstBank Holding Company of
Colorado Employee Stock
Ownership Plan,
Liakewood, Colorado

FirstBank Holding Company of
Colorado,
Lakewood, Colorado

First Commercial Corporation,
[ittle Rock, Arkansas

First Interstate BaneSystem off
Montana, .,
Billings. Montana

First National Bancorp, Inc.,
St Mary’s, West Virginia

I & M National Corporation,
Winchester, Virginia

NI Bancshares, Inc.,
Galiney, South Carolina

Freeman Banestock Investiments,
Dallas, Texas

Inwaood Baneshares, Inc.,
Dullas, Texas

Independent Baneshares, lne.,
Clarkficld, Minnesota

Investors Bancorp, MHC,
Millburn, New Jersey

Investors Bancorp, Inc.,
Millburn, New Jersey

IS Investments, Limited Partnership,

Billings, Montana
Nbars, Limited Partnership,
Runchester, Wyoming

Bank(s)

Marfa National Bank,

Marfa, ‘Texas

The Bank of Newnan,
Newnan, Georgia

First State Bank and Trust Company ol

Palos Hills,

nalos Hills, Htinois
Air Academy National Bancorp,

United States Alr Foree Academy,

Colorado

Fast ‘Texas Delaware Financial

Corporation,

Dover, Delaware

Community Bank,

Longview, "Texas

Community Bank,

Longview, Texas

FirstBank of Greeley,

Greeley, Colorado

City National Bank,
Whitchouse, Texas

Iirst Interstate Bank ol Montana, N.A.,

Kalispell, Montana

First Interstate Bank of Wyoming, N.A.,

Casper, Wyoming

The First National Bank of St. Mary’s,

St. Mary's, West Virginia
Allegiance Bane Corporation,
Bethesda, Maryland

Richmond

UB&T Finaucial Corporation,

Dallas, Texas

Giranite Holding Corporation,
Giranite Falls, Minnesota

Investors Savings Bank,
Millburn, New Jersey

First Interstate Bank ol Montana, N.A |,

Kalispell, Montana

First Tnterstate Bank of Wyoming, N.A,

Casper. Wyoming,

Reserve Bank

Dallas

Atlanta

Chicago

Kansas Clily

Dallas

Dallas

Kansas ity

St. Louis

Richmond

Dallas

Minncapolis

New York

Minncapohis

liffective Date

July 30, 1990

August 14, 1996
August 19, 1990
August 21, 1996

July 30, 1996

July 30, 1996

August 20, 1996

July 29, 1996

August 14, 1996

August 14, 1996
August 15, 1996
August 16, 1996

August 2, 1996

July 30, 1996

August 16, 1996

August 14, 1996



Section 3 Continued

Apphicant(s)

Kinpsbury BDC Finaucial Services,

Ine.,
Ponca, Nebrasha

Lawton Partiners Holdimg Company,

Central City, Kentueky
Muark Twain Baneshares, luc.,
St. Louis, Missouri
Mark Twain Acquisition Corp. 11,
St Louis, Missouri
Mercantile Bancorporation Ine.,
St Louts, Missournt
Ameribance, Inc.,
St Louis, Missouri
Mesaba Banceshaies, Ine.,
Biwabik, Minnesota
Mid State Banks, Inc.,
Cordele, Georgia
National City Baneshares, Ine,
Fivansville, Indiana
Norwest Corporation,
Minncapolis, Minnesola
ONB Financial Services, Inc.,
Ocala, Florida
Ouachita Baneshares Corp.,
West Mouaroe, Louisiana
Premier Bancorp, Inc.,
Denver, Colorado
R. Banking Limited Partnership,
Oklahoma City, Oklahoma
The Rungsmuth Fannly Limited
Partnership,
Wakclield, Michipan
River Bancorp, Inc.,
Ramsey, Minnesota
SSB Holdings, Inc.,
Miami, Oklahoma
S.Y. Bancorp, loc.,
Louisville, Kentucky
WKS, Inc.,
tresno, Calitornia

Scction 4

Applicant(s)

Arrow Financial Corporation.
Glens Talls, New York

Arrow Vermont Corporation,
Rutland, Vermont

Centura Banks, Inc.,
Rocky Mount, North Carolina

Bank(s)

Bank of Dixon County,
Ponca, Nebraska

A nerican State Barnk,
Neweceastle, Nebraskit

st United, Ine.,

Central City, Kentneky
Northland Baneshares, [ne.,
Kansas Clity, Missouri
First National Bank of Platie County,

Kansas City, Missouri
Pcoples State Bank,
Topeka, Kansas

R ver Bancorp, Inc.,
Ramsey, Minnesota

The First State Bank of Ocilla,
Ocilla, Georgia

Lirst Nationa) Bank of Wayne City,
Wayne City, Hinois

Texas Bancorporation, Inc.,
Oxdlessa, 'Texas

O ala National Bk,
Ocala, Florida

Ouachita Independent Baok,
Monroe, Louistana

Premicr Bank,
[enexa, Kansas

CHhmmerce Bancorporation, .,
Mcloud. Oklahoma

Wahehield Bancorporation, luc.,
Wakeficld, Michigan

Northland Sceurity Bank,
Ramscy, Minnesota
Second Baneshares, e,
Miamii, Oklatioma
1 Austin State Bank,

Austin, Indiana
S erra Thrift,
Iresno, Calilorati

Nonbanking Activily/Conipany

VNB Trast Company,
Rutland, Vermont

L st Gireensboro Home Bquity, Inc.,
Cireensboro, North Carolina

Reserve Bank

Kansas Clity

St. Louis

St Louis

St. Fouis

Miuncapolis
Atlanta

S1. Louis
Minncapolis
Atlanta
Drallas
Kansas Clity
Kansas Clity

Minneapolis

Minneapolis
Kansas City
St Louis

San Francisco

Reserve Bank

New York

Richmond

Legal Developments 977

l:ffective Date

July 30, 1996

August 21, 1996

August 15, 1990

August 5, 1996

July 31, 1996
August 8, 1996
August 2, 1996
August 20, 1996
August 22, 1996
August 2, 1996
August 20, 1996
July 20, 1990

August 7, 1996

July 31, 1996
July 31, 1996
August 12, 1996

August 8, 1996

l:ffective Dale

July 31, 1996

August 12, 1996
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Scction 4 Continued

Applicant(s)

Century Baneshares, Inc..
Gainesville, Missouri
Commersbank Akticngesellschaft,
Frank(urt anm Main, Gernany
Deutsche Bank AG,
Frankfurt (Main). Federal
Republic of Germany,

Greater Conununity Bancorp,
Totowit, New Jersey

NBN Corp.,
Newport, Tennessee

NEB Corporation,
Fond du Lac, Wisconsin
NBN Corp..

Newport, Tennessee

Norwest Corporation,
Minncipolis, Minnesola

Norwest Corporation,
Minncapolis, Minnesota

Norwest Financial, Inc.,
Des Momes, lowa

Norwest Financial Services, Inc.,
Des Moines, lowa

Norwest Corporation,
Minncapolis, Minnesota

Norwest Financial Services, Inc.,
Des Moines, lowa

Norwest Financial, Inc.,
Des Moines, lowa

Security Bane Corporation,
Springlicld, Ohio

Sharon Bancshares, Inc.,
Sharon, ‘lennessee

The ‘Tokai Bank, Limited,
Nagoya, Japan

Wells Fargo & Company,
San Francisco, California

Nonbanking Activity/Company Reserve Bank

To engage de novo in discount St Louis

brokerage securities activitics

Commers Futures Corporation, New York
Chicago, Hlinois
Deutsche Financial Capital Timited New York

Liability Company,
Gireensboro, North Carolina
Ouakwood Homes Corporation,
Gireensboro, North Caroling
Greater Community Financial, 1.L.C, New York
Totowa, New lersey
Smoky Mountain Financial Services, Atlanta
e,
Jelferson City, ‘Tennessee

To engage in making and servicing Chicago
4 &

loans

Smoky Mountain Financial Services, Atlanta
Inc.,
Jellerson Clty, Tennessee

Central Computers, Inc., Minneapolis
Victoria, ‘Texas

Norwest ‘Technical Services, Ine., Minncapolis
Minncapolis, Minnesota
To engage de novo in the issuance
and sale at retail of money orders

Sunburst Financial Services, Inc., Minncapolis
Jackson, Mississippi, dba Rapid
I'inance, Inc..
Jackson, Mississippi

Third Financial Corporation, Cleveland

Pigua, Ohio

To engage de novo in lull-service St. Louis
brokerage activities

Tokai Financial Scrvices, Inc., San Francisco
Berwyn, Pennsylvania

To engage de novo on a nationwide San Francisco

basts, through all ol its subsidiary

banks, in the issuance and sale of

money instruments as follows:

(1) domestic money orders up o a

maximum face value of $10,000;

(2) international money orders in

denominations not to exceed $10,000;

and (3) olhicial checks with no

waxinum limitation on the tace

wnount, but subject to certain

limitations

Fillective Date
July 30, 1996
August 12, 1996

August 16, 1996

August 2, 1996

July 31, 1996

August 8, 1996

August 16, 1996

July 26, 1996

August 22, 1996

July 26, 1996

August 2, 1996
July 26, 1996
August 14, 1996

August 6, 1996



Section 4- Continued

Applicant(s)
Wells Fargo & Company,
San l'rancisco, California

Zions Bancorporation,
Salt Lake Clty, Utah

Scctions 3 and 4

Applicant(s)

North Shore Comnmumity Bancorp,
Inc.,
Wilmette, Ilinois

Roosevelt Financial Group, Ine.,
Chesterficld, Missouri

Monbanking Activity/Company

To expand to nationwide, the
pcopraphic scope of the previously
approved activity ol installing,
owning, operating, and maintaining
automatic telfer machines

To engage de novo in the activity ol
installing, owning, and operating
automatic teller machines

MNonbanking Activity/Company

Lake Forest Bancorp, Inc.,
Lake Forest, [linois
Hinsdale Bancorp, Inc.,
Hinsdale, Hlinois
Libertyville, Bancorp, Tne.,
l.ake Forest, Hlinois
Crabtice Capital Corporation,
Schaumburg, Hhoois
Community Charter Corporation,
St. Louis, Missouri
Missouri State Bank and Trust
Company,
St. Louis, Missouri
2oosevelt Bank,
Chesterfield, Missouri
Rovsevelt Mortgage Company.
Chesterticeld, Missouri

APPLICATIONS APPROVED UNDER BANK MERGER ACT

By I'ederal Reserve Bainks

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

the Reserve Banks.

Applicani(s)
Banclirst,
Oklahoma City, Oklahoma
Boulder Valley Bank & Trust,
Boulder, Colorado

Triangle Bank,
Raleigh, North Carolina

Sank(s)

The Bank of Commieree,
Mcl.oud, Oklahoma
Mountain Parks Bank- [ast,

tvergreen, Colorado
Viountain Parks Bank-West,
Brechenridge, Colorado
The Bank ol Louisville,
Lowsville, Colorado
granville United Bank,
Oxford, North Carolina

Reserve Bank

San rancisco

San Francisco

Reserve Bank

Chicago

St. Louis

Reserve Bank
Kansas City

Kansas Clity

Richmond

Fiileetive Date

August 3, 1996

August 9, 1996

Ellective Date

August 14, 1996

August 19, 1996

Ellective Date

July 26, 1996

July 26, 1996

August 2, 1996
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Bank Merger Act- Continued

Applicant(s) Bank(s)

Yellowstone Bank,
Absarokee, Montana
Yellowstone Bank,

Yellowstone Bank,
[aurel, Montana

Billings, Montana
Yellowstone Bank,
Columbus, Montana

PENDING CASES INVOLVING T11E BOARD OF GOVERNORS

This list of pending cases does not include sty againse the
lederal Reserve Banks inwhich the Board of Governors is not
named a party.

Long v. Board of Governors, Na, 96 9526 (Lth Cir, filed
July 31, 1996). Petition for review of Board order dated
July 2, 1990, assessing a civil money penalty and cease and
desist order lor violations ol the Bank Holding Company
Act.

lisformes v. Board of Governors, No. 96 1916 (S.D. Fla, filed
July 12, 1996). Complaint challenging Board denial of
administrative request for conlidential supervisory informa-
tion. On July 12, 1996, plaintifts moved for an expedited
hearing on the complaint. The motion was denied on Au-
pust |, 1996,

Board of Governors v, Interamericas Investments, Lid.,
No. 96 7108 (D.C. Cir, filed June 4, 1996). Appeal of
district court ruling granting, in part, the Board’s applica-
tion 1o enforce an adminstrative investipatory subpoena lor
documents and testimony, Appellants filed a motion for a
stay ol the district court ruling on July 17, 1990; the
Board’s opposition was filed on July 23, 1990,

Interamericas  Investments, Lid. v. Bourd of Governors,
No. 96-60320 (Sth Cir,, filed May 8, 1996). Petition for
review ol order imposing civil money penaltics and cease
and desist order in enforeement case. Petitioners” briel” was
tiled on July 20, 1996. On August 20, petitioners™ motion
for a stay of the Board’s orders pending judicial review was
denied by the Court ol Appeals.

Kuntz v. Board of Governors, Na, 06 1137 (D.C. Civ, filed
April 25, 1996). Petition lor review of a Board order dated
March 25, 1996, approving an application by CoreStates
Financial Corp., Philadelphia, Peansylvania to acquire Me-
ridian Bancorp, Inc., Reading, Pennsylvania. The Board’s
motion to disimiss was filed on June 3, 1996,

Kuntz v. Board of Governors, No. 96 1079 (D.C. Cir, tiled
March 7, [996). Petition for review of a Board order dated
February 7, 1996, approving applications by The Filth
Third Bank, Cincinnati, Ohio, and The Fieth Third Bank of
Columbus, Columbus, Ohio, to acquire certain assets and
assume certain liabilities of 25 branches of NBD Bank,
Columbus, Ohio. Petitioner has moved to consolidate the

Reserve Bank Fflective Date

Minncapolis August 20, 1996

case with Kuntz v. Board of Governors, No. 95 1495, On
April 8, 1996, the Board liled a motion to dismiss the
action,

Henderson v Board of Governors, No. 96 1054 (D.C. Cir,
filed February 16, 1996). Petition for review of a Board
order dated January 17, 1990, approving the merger of First
Citizens BanceShares, Inc., Raleigh, North Carolina, with
Allied Bank Capital, Inc., Sanford, North Carolina. Petition
ers” motion for a stay was denied on March 7, 1996,

Research Triangle  Institute v, Board  of  Governors,
No. 1:96CV00102 (M.D.IN.C., fdited Tebruary 12, 1996).
Contract dispute. On May 3, 1996, the Board filed a motion
Lo dismiss the action.

Inner City PressiCommunity on the Move v. Bowrd of Gover-
nors, No. 96-4008 (2nd Cir,, filed January 19, 1996). Peti-
tion for review of a Board order dated January 5, 1990,
approving the applications and notices by Chemical Bank-
ing Corporation to merge with The Chase Manhattan Cor-
poration, both of New York, New York, and by Chemical
Bank 1o merge with The Chase Manhattan Bank, N.A., both
ol New York, New York. Petitioners” motion for an emer-
peney stay ol the transaction was denied Tollowing oral
argunient on March 26, 1996, The Board’s bricf on the
merits was filed July 8, 1996, The case has been consoli-
dated tor oral argument and decision with Lee v. Board of
Ciovernors, No. 954134 (2d Cir.).

Menick v, Greenspan, No, 95-CV-01916 (D, D.C., filed Octo-
ber 10, 1995). Complaint alleging sex, age, and handicap
discrimination in employment.

Kunez v. Bowrd of Governors, No. 95 1495 (D.C. Cir,, filed
September 21, 1995). Petition for review ol Board order
dated August 23, 1995, approving the applications of The
Fifth Third Bank, Cincinnati, Ohio, to acquire certain assets
and assume certain labilities ol 12 branches of PNC Bank,
Ohto, N.A., Cincinnati, Ohio, and to establish certain
branches. The Board’s motion to dismiss was filed on
QOctober 26, 1995,

Lee v Board of Governors, No. 95 4134 2nd Cir., filed
August 22, 1995). Petition for review of Board orders dated
July 24, 1995, approving certain steps of a corporate reorga-
nization of LS. Trust Corporation, New York, New York,
and the acquisition of US. Trust by Chase Manhattan



Corporation, New York, New Yok, On September 12,
1993, the court denied petitioners” moticn for an emerpency
stay ol the Board's orders, The Board™: brict was liled on
April 16, 1990,

Beckman v, Greenspan, No. 95 35473 (9th Cir, hiled May 4,
1995). Appeal of dismissal ol action against Board and
others sceking damages Tor alleped viclations of constit
tonal and common law rights. The appellants” briet was
filed on Junc 23, 1995 the Board’s briel was filed on
July 12, 1995,

Money Station, Ine. v, Board of Governors, No. 95 1182
(D.C. Cir, filed March 30, 1995). Petition [or review ol a
Bouard order dated March 1, 1995, approving notices by
Bank One Corporation, Columbus, Ohic; CoreStates Finan -
cial Corp., Philadelphia, Pennsylvania; PNC Bank Corp,,
Pittsburgh, Pennsylvania; and KeyCorp, Cleveland, Ohio,
Lo acquire certain data processing assels o National Clity
Corporation, Cleveland, Ohio, tirough @ joiat ventare sab-
sidiary. On Aprit 2.3, 1996, the court vacated the Board’s
order. On July 31, 1996, the full court sranted the Board's
suggestion for icheating en bane, and vacated the April 23
panel decision.

[ re Subpoena Duces Tecrm, Mise. No. 5 06 (D.D.CL fled
January 6, 1995), Action to caforee subpocna sceking pre-
decisional supervisory documents sought in connection with
an action by Bank ol New England Cororation’s trustee in
bankruptey against the Federal Deposit Insurance Corpora-
tion. The Board filed its opposition ot January 20, 1995,
Oral argunient on the motion was held July 14, 1995,

Board of Governors v. Pharaon, No. O1-CIV 6250 (S.13. New

York, filed September 17, 1991). Action to breeze assels of

individual pendmg administrative  adjudication of - civil
money penalty assessment by the Boara, On September 17,
1991, the court issued an order temporarily restraining the
transfer or disposition ol the individual’s assets.

Legal Developments 981

FINAL TINFORCEMIENT ORDIERS ISSUED BY THIL BOARD
O GOVERNORS

Joseph G Doner, JIr.
[.enexa, Kansas

The Federal Reserve Board announced on August 14,
1996, the issuance ol an Order of Prohibition against
Joseph G Donner, Jr., an appraiser for the Premier Bank,
I.cnexa, Kansas, a state member bank, and other banks.

Albert L. Margolin
l.cnexa, Kansas

The Tederal Reserve Board announced o August 14,
1996, the issuance of an Ovder of Prohibition against
Albert 1. Margolin, an appraiser lor the Premier Bank,
[.enexa, Kansas, a state member bank, and other banks.

WRITTEN AGREEMENTS APPROVIEED BY FLDERAL
RESERVE. DANKS

The Bank of Corning, Company
C'orning, Ohio

The Federal Reserve Board announced on August 13,
1990, the exceution of a4 Written Agreement by and among,
The Bank of Corning Company, Corning, Ohio, the Fed-
cral Reserve Bank of Cleveland, and the Superintendent of
I'inancial Institutions of the State of Ohio.
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SYMBOLS AND ABBREVIATIONS

¢ Correeted G-10 Group of Ten
¢ Listimated GNMA Government National Mortgage Association
n.a. Not availablc aGor Gross domestic product
n.c.c. Not clsewhere classificd HUD Department of Housing and Urban
p Preliminary Development
r Revised (Notation appears on colummn  heading IMI¢ International Monetary Fund
when about half of the figures in that column 10 Interest only
are changed.) 1PCs Individuals, partnerships, and corporations
* Armounts insignificant in terms oi the last decimal IRA Individual retirement account
place shown in the table (for cxample, less than MMDA Money market deposit account
500,000 when the smallestunit given is mitlions) MSA Metropolitan statistical arca
0 Calculated to be zero NOW Negotiable order of withdrawal
- Cell not applicable ach Other checkable deposit
AlS Automatic transler service opPLC Organization of Petroleum bxporting Countries
Bl Bank insurance fund s Oftice of Thrilt Supervision
Ch Certificate of deposit PO Principal only
CMO Collateralized mortgage obligation REIT Real estate investment trust
I'I‘'B Federal Financing Bauk REMIC Real estate mongage investment conduit
FILA Federal Housing Administration RP Repurchase agreement
I'HLBB Federal Home Loan Bank Board R1C Resolution Trust Corporation
FHLMC Federal Home Loan Mortgage Corporation SAIE Savings Association [nsurance Fund
FinHA Farmers Home Adniinistration SCO Securitized credit obligation
I'NMA Federal National Mortgage Assoc.ation SDR Special drawing, right
FSLIC Lederal Savings and Loan Insuracce Corporation SIC Standard Industrial Classification
G-7 Group of Seven VA Department of Velerans Affairs

GENERAL INFORMATION

In many of the tables, components do not sum to totals because off include not fully guaranteed issues) as well as direct obliga-
rounding, tions of the Treasury, “State and local government™ also in-

Minus signs are used to indicate (1) a decrease, (2) a negative cludes  nmunicipalitics, special - districts, and  other  political
figure, or (3) an outllow. subdivisions.

“U.S. government sceurities”™ may include guaranteed issucs
of US. government agencies (the flow ol Junds figures also
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1.10  RESERVES. MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES

Percent annual rate of change. seasonally adjusted’

1995 1996 1996
Monetary or credit aggregate
Q3 Ql Q2 Mar. Apr. May June July
Reserves of depository institutions®
| Total. . -79 —6.4 19.2 —~187 —20.8 ~2.5 =202
2 Required . —8.5 =57 13.2 —-11L6 ~154 -9.1' —18.8
3 Nonborrowed -6.5 =76 19.6 -132 -21.6 -8.3 =200
4 Monetary base 1.5 24 8.9 -6 [X8) 5.7 7.6
Concepts of money, liguid assets, and debt*
5 -15 ~27 -7 10.0 =32 -6.8' S! -88
6 6.9 59 4.1 .7 1.9 -7 5.5" 23
7 8.0 7.2 5.4° (AN 1.8 30 47 38
& 9.1 5.1 59 12.6 5.7 -1 6.5 na.
9 4.9 4.7 4.8 6.1" 45" 37 38 na.
1o 10.9 9.7 6.1 124 4.1° 6 8.1 7.0
H 12.1 12.6 10.6 9.0 1.5 212 1.5" 9.5
Time and savings deposits
Commercial banks
12 Savings. mx.ludmg MMDAS. .o 9.0 3.1 26 12.7 25.2 8.6° 41" 123 10,9
13 Smalltime! oo 1.0 4.8 25 -2.6" -4.5 =35 =20 13 5.6
14 Large dme™ . L 13.0 19.4 8.9 178" 274 8.1 202" 18.5 25.1
Thrift institutions
1S Savings, mdudmé MMDAS. ..o -7.3 2.8 -3 8.1 5.7 13.9" 5.2 2.9 0
16 Small time’ . . S 4.1 5.0 =25 ~34 ~R8.4 -1.7 =27 -34 1
17 Large time® 13.7 8.0 6.2 2.8 -9.5 1.6 -9.5 6.4 12
Money market mutual funds
18 REGT ..ot 369 14.7 1.5 6 -32 21.2 14.0
19 Institution-only ... ... i 27.6 279 8.7 216 -1i3.0 -10.3 29.1 16.8
Repurchase agreements and Eurodollars
20 Repurchase agreements'® . ~5.0 -14.6 1.3 5.0° —135 -18 80.0 =07 —183
21 Burodottars™ . Lo 9.4 16.9' 10.8° ~29.8 331 17.4° 1.0 -19.4
Debt components®
22 Federal. ..o . A 4.6 23 27 52 11.2 3.6 1.8 25 n.a.
23 Nonfederal 5.0 5.5 54 4.7 4.3° 4.8 44 4.3 na.

1. Uniess otherwise noted. rates of change are calculated from average amounts outstand-
ing during preceding month or quarter.

2. Flgurcx incorporate adj for discontinuiti “breaks,” associated with
rcguldmry changes in reserve requirements. (See also table | 2() )

3. The s ally adjusted. break-adjusted monetary base consists of (1) seasonally
adjusted. break-adjusted total reserves (line i), plus (2) the seasonally adjusted currency
component of the money stock. plus (3) (for all quarterly reporiers on the “Report of
Transaction Accounts, Other Deposits and Vault Cash™ and for all weekly reporters whose
vault cash exceeds their required reserves) the seasonally adjusted, break-adjusted difference
between current vault cash and the amount applied to satisfy current reserve requirements.

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

M1: (1) currency outside the US. Treasury, Federal Reserve Banks, and the vaults of
depository institutions, (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed 1o depository institutions, the U.S. government, and
foreign hanks and official institutions, less cash items in the process of collection and Federal
Reserve floar, and (4) other checkable deposits (OCDs), consisting of negotiable order of
withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions,
credit union share draft accounts, and demand deposits at thrift institutions. Scasonally
adjusted M1 is computed by summing currency, travelers checks, demand deposits, and
OCDs, each seasonally adjusted separately.

M2: M1 plus (1) savings (including MMDAs), (2) small-denomination time deposits (time
deposits—including retail RPs—in amounts of less than $100,000), and (3) balances in retail
money market mutual funds (money funds with minimum initial invesiments of less than
$50.000). Excludes individual retirement accounts (IRAs) and Keo;__h balances at dcposiwry
institutions and money market funds. Seasonally adjusted M2 is calculated by summing
savings deposits, small-denomination time deposits, and retail money fund balances, each
suwndlly adjusted separately, and adding this result 1o seasonally adjusted M.

M3: M2 plus (1) large-denomination time deposits (in amounts of $100.000 or more). (2)
balances in institutional money funds (money funds with minimum initial investments of
$50.000 or more), (3) RP liabilities (overnight and term) issued by alt depository institutions,
and (4) Eurodollars (overnight and term) held by U.S. residents at foreign branches of U.S.
banks worldwide and at all banking offices in the United Kingdom and Canada. Excludes

amounts held by depository institutions, the U.S. government, money market tunds, and
foreign banks and official institwtions. Seasonally adjusted M3 is calculated by summing large
time deposits, institutional money fund balances, RP liabilities, and Eurodollars, cach
seasonally adjusted separately, and adding this result to scasonally adjusted M2.

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 fund holdings of
these assets. Seasonally adjusted L is computed by summing U.S. savings honds, short-term
Treasury securitics, commercial paper. and bankers acceptances, cach seasonally adjusted
separately. and then adding this result to M3.

Debt: The debi aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—the federal sector (U.S. government, not including government-sponsored enter-
prises or federally related mortgage pools) and the nonfederal sectors (state and local
governments, households and nonprofit organizations, nonfinancial corporate and nonfarm
noncorporate businesses. and farms). Nonfederal debt consists of mortgages, tax-exempt and
corporate bonds, consumer credit. bank loans. commercial paper, and other loans. The data,
which are derived from the Federal Reserve Board's flow of funds accounts, are break-
adjusted (that is. discontinuitics in the data have been smoothed into the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-end levels).

5. Sum of (1) savings deposits (including MMDAS). (2) small time deposits. and (3) retail
money fund balances, each seasonally adjusted separately.

6. Sum of (1) large time deposits, (2) institutional money fund balances. (3) RP liabilities
(overnight and term) issued by depository institutions. and (4) Eurodollars (overnight and
term) of U.S. addressees, each scasonally adjusted separately.

7. Small time deposits—including retail RPs—are those issued in amounts of less than
$100.,000. All IRA and Keogh account balances at commercial banks and thrift institutions
are subtracted from small time deposits

8. Large time deposits are those i
booked at international banking facili

9. Large time deposits at commercial banks less those held by money market funds.
depository institutions, the U.S. government, and foreign banks and official institutions.

10. Includes both overnight and term.

}Jed in amounts of $100.000 or more, excluding those



Money Stock and Bank Credit A5

1.11 RESERVES OF DEPOSITORY INSTITUTIONS AND RESERVE BANK CREDIT'

Millions of dotlars

Average of

Sy 6 verage of daity figures for week ending on date indicated
daily figures Average of daity fgure eck ending or C

Factor 1996 1996
May June July June 19 June 26 Juty 3 July 10 July 17 July 24 July 31
SUPPLYING RESERVE FUNDS
I Reserve Bank credit outstanding ... 416,807 420911" 423810 422 869 420.638' 425,037 425448 425,198 419.274 424,361
U.S. sovernment securities”
2 Bought ouright—System account . . .. 3800178 3R2.000 383,106 382.857 382495 383.362 383437 383.393 382,763 383.049
3 SCoagreements ... 1,983 4456 5.077 5418 3.086 7.282 7.611 6422 1.794 60,078
Federal agency obligations
4 Bought outright 2442 2401 2359 2,388 2388 2388 2383 2,351 2351 2336
5 Held under repurchas . . 503 524 449 256 747 62 96 1,010 414 407
6 ACCOPENCES ..ottt s Q 0 0 0 [{] 0 il 0 0 0
Loans to dqmsimry institutions
7 24 183 92 586 22 269 30 N 16 261
8 106 190 285 193 227 254 263 283 299 308
9 rxlcndu! credit . [¢] 0 0 0 0 [i] 0 0 0 0
10 517 380" 468 32 718 127 670 385 450 266
i1 Other Federal Resorve as 31054 H.775° 31314 30.861 30.956' 31293 30,958 31,349 31188 31.8560
12 Gold stock ... oo oo 11,081 11,051 11.050 11,051 11,050 11.050 11050 11,050 11.050 11050
13 Special drawing, rights 108 10,168 10168 10,168 10,168 10,168 10,168 1,168 10,168 10,168
14 Treasury currency outstandi 24415 24,482 24543 24483 24.497' 2451 24,523 24,539 24.553 24.567
ABSORBING RESERVE FUNDS
15 (uuuuv incircalation ..o 420.050° 423,445 428381 232 423.303" 426,183 4303109 428958 427,422 427164
’ S s 276 281 269 285 279 280 278 268 2607 258
s, other than reserve bal
feral Reserve Banks
5714 5304 6,022 7084 6417 5277 Sodod 5.260 5.384
196 180 173 171 188 207 176 173 164
6.188 6.228 6,017 6,184 0.172 6,270 6.002 6.380 6281
. .. 362 318 © 33 332 333 34 a2 313 295
2 ral Reserve iabilities and L.IPILI' . 12885 13,391 13,304 13.252 13.351 13,228 13,252 13,242 13885
22 Resetve bakances with Federal Reserve Banks' 16,771 15.501 19117 15.649' 17.842 15.507 16494 11.98% 16914
End-of-month figures Wednesday figures
May June Suly June 19 June 20 July 3 July 10 July 17 Juty 24 Juty 31
SUPPLYING RESERVE FUNDS
I Reserve Bank credit ou 420,959 425292 436.326 433333 421.392° 426,627 426.060 432275 419946 436.326
ULS. government seeurities”
2 Bought outright—System account ... ... 381,340 383914 382378 382,764 382702 383,745 383.304 382.967 382,378
3 Held under repurchase agreements .. ... . ... 5.704 7.086 15458 12711 9,012 8,798 12,700 2,080 15438
Federal agency nhhganon\
4 Buu"hl otiright 2428 2388 2336 2388 2388 2388 2,351 2351 2351 2336
5 1.350 0 282 195 0 433 10 1.690 700 282
6 Acceplances. ... ... 0 0 0 0 0 0 ) ) ) 0
Loans W depository institutions
7 Adjustment credin ..o oo ¥ 38K 1423 3644 17 10 4 9 17 1423
8 Seasonal credii o 148 248 205 207 241 255 272 295 30 295
9 ended credit 4 0 0 (] 4 0 0 {} @ 0
10 Floay .. - 342 = 190" S04 92 907" 664 —450 18 197 504
It Other Feder 30318 31458 33649 31.334 31.091° 31,162 31.265 31.84K 31.324 33,649
12 Goldstoek Lo 11051 11.050 11.050 (1051 11.050 11,050 FLOS0 11.050 11.050 11,080
13 Special drawing rights certificate account .. 10,168 10,168 10168 10,168 10,168 10,168 10,168 10,168 10168 10. 168
14 Treasury currency outstanding 24455 245H° 24567 24 A4R3 24,497 24501 24525 24.53Y 24,553 24.567
ABSORBING RESERVE FUNDS
15 Currency in circulation ... .o o oo 422.411° 4247801 428715 423.830° 424830 429,537 430,701 428935 427,693 428715
16 Treasury cash holdings .. ... .. .. L 265 280 261 279 280 282 268 269 257 261
Deposits. other than reserve balances. with
Federal Reserve Banks
17 Treasury 3757 7.701 60.836 6,142 7.290 3.703 5.668 5323 5201 6.836
I8 Forcign . 160 183 166 167 163 171 190 167 167 166
19 Servi 6,237 6,172 6,281 6,117 6,184 6,172 6.270 0,002 6,380 6,281
20 Omer . .. 300 326 27% 326 326 315 347 363 291 278
21 Other Federal Reserve liabilities and capital .. ... 13,148 13.374 14817 13,141 13,024 13,049 13.094 13.067 13,194 t4.817
22 Reserve balances with Federal Reserve Banks® . 20,357 18.2058¢ 24756 29,033 15012 19,127 15271 23907 12,524 24756
L. Amounts of cash held as reserves are shown in table 112, Jine 2. 3. Excludes required clearing balances and adjustments 1o compensate for float.

2, Includes securities loaned—fully euaranteed by US. government securities pledged
with Federal Reserve Banks—and excludes securities sold and scheduled 1o be bought back
under matched sale—purchase transactions.
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.12 - RESERVES AND BORROWINGS Depository Institutions'

Millions of dellars

Provated monthly averages of biweekdy averages
Reserve classification 1993 1994 1993 1996
Pec. Dec Dec, Jan. e, Njar, Apr. (3RS June July
1 Reserve halances with Resceve Banks®, 29374 24658 2040 17.763 16792 INA26 19181 10,753 L6300
2 Total vault caste” 36818 HLATS 42,088 31670 42015 88D EINES 4197
3 Applicd vauli cash? | 33484 30,082 37460 30070 30957 30,088 30,382 37005
I Swiplos vaali cash’, DR} 3096 40628 5 4.201
Nl lnul Ix\Ll\’\.\( ..... 02858 61,340 S7.000 ROY
O 61,795 6172 36022 54750 : RN
7 1.063 1168 1278 1120 SO0 106N,
B N2 20 o1 127 08
G 3t i 40 A4 105 284
10 4] it 1) {4 0 {
Bivweckly averages of daily digures for two week perods cading o dates dicated
1996
Mar. 27 Apr. 10 Apr. 24 May 8 May 22 June 5 June 19 July 3 July 17 July 31
eserve halances with Reserve Banks® 18402 18954 16.876 16,946 16,341 o, \(n 16,040 14453
al vaule cash’. L 40362 40,003 42013 J0.823 JOKTY 4" A7 43492
Applicd vault cash! RIXUN 37.000 RUX(] a6.t7 774
Swplus \‘mll casiy” 4.823 J4.732 4.762 NA
al reserves” L S SA037 52458 S2091
6 Required reserves, . 201 51743 50963
7 Fixeess reserve bafanees at RL\\I\'C Banks 830 715 1.229
R horrowi at Reserve Banhs” 129 [50 12
N onak hmm\\;lnu» 3 138 A4
10 Extended eredit”. oo [§] il [}
Dat in this table adso appear i the Board s T13 (302) weekly statistical refease. For S Totad vault cash (line 2) fess applicd vaudt cash (line 3y,
nnk ring address, see inside front cover, Data are not dreak-adjusied or scasonably adjusted. O, Reserve balimees with Federal Reserve Basks ¢line 1y plus applicd vaudt cash
20 Eacludes required elearing badances and adjustments to compensate Jor dloat and thine 3,
inctudes ather ofi-badance-sheet “as-of™ adjustments., 7. Toral reserves dline 5y kess required reserves dline ).
oot Tlagged™ vault cash held by depository nstitutions subject 1o reserve 8. Abso mcludes adjustment credis.
requircinents, Dates refer 1o the maintenance periods during which the vanle cash nmay be used 9. Consists o borrowing at the discount window ader the terms wd conditions estab-
o satisly reserve requirenients, The maintenance period for weekly reporters ends sixteen fished for the extended credit program o hetp depository instittions dead with sustained
days atter the Lagped computation period during which the vault cash is held. Before Nov, 25, Tquidity pressures, Because there is not the sanme necd o repay such borrowing prompify as
1992 the maintenates perod ended thirty d w\ ader the lagged compuiation period with traditional short-term swdjustment credit, the money market eflect of exiended eredit s
A A vault cast beld during te taggcd computation period by “hownd ™ institutions ¢t sl 1o that of nonborsa ed reserves.,
is. (hose whoese required reserves exceed their vale cash) phis the amount of vaolt cash
applicd during the maintenance pesiod by “nonbound ™ institutions (that is, thase whose vault
cisli exceeds their required reservest 10 salisty current reserve requirements,
Ay s pops ‘ T = N " ol
113 SELECTED BORROWINGS IN IMMEDIATELY AVAILABLE FUNDS  Large Banks
Millions ol dollars. averages of daily figures
1996, week ending Moaday
Source and maturity
June 3 Juae 11 June 17 Tune 24 July t July 8 July 15 July 22 July 29
federal funds purchased, reporchuse agreements. and other
selecicd borrowings
From .cammercial banks in the United States
1 For one day or under continuing contract . 83.5377 82179 80092 73504 77.701 SO 75971 72877
2 dor ol other imanurities RN R 18.749' 17,752 129 18,182 17457 16,0080 16,750 4984
Trom other depositol nxlmmun\ o b banks and ofticiat
institutions. and U.S. government agencies .
30 For one day or under continuing contract . . 20058 19,602 17.394 24776 18,180 22846 22083 22,679 18460
4 Torall other maturities oL 22330 20178 21307 22,056 20159 200122 21500 20,193 20.210
Repurchase agreements on US. goveriment and federal
aLeCY Securities
Brohers and nonbank dealers in securites
3 Torone day or under continuing contract .. 21158 I18.891" 17.804" 17.786" 15.600 17.296 14.058 11804 12407
6 lor all other maturities 41.306! 41082 H0.444° 39570 37087 N0 39058 30674 41571
Al othier customers
7 Forone day or under continaing cont 39439 38153 37.500 35588 4254 36080 37074 37.220 37015
S For all other maturities 363 13001 14195 14.362 13.903 13089 12734 13045 13.065
Nt
Federal funds foans and resate agreemenms in immediately
available fiuids it maturities of one day or wider
COMING Cotract
Y To commercial banks in the Uintled States. 70,490 66,112 3 70.774 04835 00,286
10 To all other specilicd customers™ ... L. 27762 24775 22878 25514 221049 21470
L Banks with assets of $4 billion or more as of Dec, 31, [988. 2. Brokers and nonbank deaders in secarities, other depository institations. forcigir banks
Dt in this table also appear in e Board's 115 (3071 weekly stistical release. For and ofticial institwions, and U i

ortering address. see inside [ront cover.



.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per year

Policy Instruments A’

Current and previous levels

Adjustment credit' Scasonal credit® Extended credit’
Federat Reserve
pank On Effective date | Previous rate on Effective date |  Previous rate on Effective date | Previous rate
$/30/96 ective dale TCVIOUS rate #/30/96 ecltve date TEVIOUS raie 2/30/96 ective date Tevious rate
Boston .......... 5.00 2/1/96 5.25 5.30 8/29/96 5.35 5.80 8/29/96 5.85
New York. 1/31/96
Philadelphi 113196
Cleveland . . 13196
Richmond. .. ..... 21196
Atanta .. .. ... 131096
Chicago .. 201196
St. Louis 2/5/96
Minneapol /31796
Kansas 2/1/96
Dadlas ... 1131196
San Francisco. . ... 5.00 1/3196 5.25 5.30 R/20/96 5.35 5.80 812996 5.85
Range ol rates for adjustment credit in recent yv:um4
Range (or | ER. Bank Range (or | F.R. Bank Range (or | FR. Bank
Effective date level)—AH of Effective date leveh—All of Elffective date leveh—All of
F.R. Banks NY. F.R. Banks N.Y. F.R. Banks N.Y.
Ineflect Dee. 31,1977 .o ... 6 6 1981—Nov. 13-14 3 J988—Aug. 9 ...l 6-0.5 6.5
i3 13 | P 6.5 6.5
1978—Jan, 6-0.5 0.5 Dec. 12 12
0.5 6.5 N 6.5-7 7
May 6.5-7 7 1982—July 2 HLS5-12 1.5 27 7 7
7 7 2 11.5 1.5
July 7-7.25 7.25 Aug. =115 N 1990—Dec. 19 ... 6.5 6.5
7.25 7.25 1t 1
Aug. 2 7.75 7.75 10.5 10.5 1991—Feb. | 6-6.5 6
Sept. 2 8 8 1O-10.5 10 4., 6 6
Oct. 8-8.5 8.5 3 10 10 Apr. 30 5.5-6 5.5
R.5 8.5 Oct. 9.5-10 9.5 May 2 5.5 55
Nov. K.5-9.5 9.5 1 9.5 9.5 Sept. 13 . 5-5.5 5
9.3 9.5 Nov. 22 9-9.5 9 17 . 5 5
9 4 Nov. 6. 4.5-5 4.5
1979 — bty 10 10 Dec. 8.5-9 9 7. 4.5 45
Aug. 10-10.5 1.5 8.5-9 8.5 Dee. 20 . 35-45 35
10.5 10.5 8.5 85 24 35 35
Sept. 10.5-11 3]
1] 1t 1984—Apr. 9 1992—July
Oct. P1-12 12 9
P2 12 Nov. 8.5
8.5 1994—May
1980—Feh. 12-12 13 Dec 8 !
13 13 Aug.
May 2 12-13 13 1985~—May 2 7.5-% 7.5
12 12 2 7.5 75 Nov.
June 11-12 I
It H 1986-—Mar. 7-1.5 7
July 2 10-1 10 7 7 1995—Fcb.
10 10 Apr. 6.5-7 6.5
Sept. i 1 2 6.5 6.5
Nov. 12 12 July 6 6 1996—Jan. 3% ... 5.00-5.25 500
Dec. 12-13 13 Aug. 2 5.5-6 5.5 Feb. 5............... 5.00 5.00
13 13 55 5.5
1981 --May 13-14 14 Ineffect Aug. 30,1996 .. ... .. 5.00 5.00
14 I+ 1987—Sept. 4 Lo 5.5-6 6
oo 6 6

1. Avatlable on a short-term basis to help depository institutions meet temporary needs for
funds that cannot be met through reasonable aliernative sources. The highest rate established
for foans to depository instiiaions may be charged on adjustment credit loans of unusual size
that result from a major operating probiea at the borrower™s facility.

2. Available 10 help relatively small depository institutions meet regutar seasonal needs for
funds that arise from a clear pattern ol inirayearly movements in their deposits and loans and
that cannot be met through special industry fenders. The discount rate on scasonal credit takes
into account rates charged by market sources of funds and ordinarily is reestablished on the
first business day of cach two-week reserve maintenance period: however, it is never less than
the discount rate apphicable 1o adjustment credit.

3. May be made available to depository instituiions when similar assistance is not
reasonably avaifable from other SOUTCEs, including special industry fenders. Such credit may
be pmvukd when exceptiondd circumstanees (uulmlm" sustained deposit drains, impaired
aecess 1o money market funds, or sudden deterioration in toan repayment performance) or
practices involve only a pa institution. or 1o meet the needs of institutions experiencing
diflicuhiies market conditions over a longer pgno(l {particularly at times
of deposit disintermediation). The discount rate applicable to adjustment credit ordinarily is
charged on extended-credit loans outstanding less than thirty days: however, at the discretion

of the Federal Reserve Bank. this time period may be shoriened. Beyond this initial period, a
fiexible rate somewliat above rates charged on market sources of funds is charged. The rate
ordinarily is reestablished on the first business day of cach two-week reserve maintenance
period, but it is never less than the discount rate applicable o adjustment credit plus 50 basis

ata. see the following publications of the Bourd of Governors: Banking and
Monetary Statistics, 1914-1941 and J941-1970: and the Annnal Statistical Digest. 1970-
1979.

In 1980 and 1981, the Federal Reserve applied a surcharge 1o short-term adjustment-credit
borrowings by institutions with deposits of $300 million or more thm had borrowed in
stceessive weeks or in more than four weeks in a calendar quarter. A 3 percent surcharge was
in effect from Mar. 17, 1980, through May 7. 1980. A surcharge of 2 percent was reimposed
on Nov. 17, 1980: the surcharge was subsequently raised to 3 percent on Dec. 5. 1980, and to
+ pereent on May 5. 1981, The surcharge was reduced 1o 3 percent eflective Sept. 22, 1981,
and to 2 pereent effective Oct. 120 1981, As of Oct. 1. 1981, the formula for applying the
surcharge was changed from a calendar quarter to @ moving thineen-week period. The
surcharge was eliminated on Nov, 17, 1981,
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RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!
Reguuenment
Type ot depunit
ercentage
lu:‘uu.nu of Eitective date
deposits
Net (ransac fion oo’
fosOmuilwon SSLOMthon’, ... . oo e e 3 12/19/95
2 Mote than $52.0 nalon® .00 L e e e e 10 12/19/95
i Nonpersonal unie (I(!]!O\Il\ﬂ‘ ......................................... P 0 12/27490
4 Lwocunency Tabilities® . . s P 0 12/27/90

. Requued reserves must be held in die Toru of deposits with Federal Reserve Banks
or vault cash, Nonmember institutions may mauntam reseive balances with @ Federal
Reserve Banh nduceetly, on a pass-through basts, with certam approved nishitutions, Fou
previous 1eserve requirements, see catlier editions of the Annnal Report or the Federal
Reserve Bullettn Under the Monetary Contiol Act ol 1980, depository tastitutions
wielude commercial bianks, mutuad savings banks, savings and toan associations, credi
untans, ageneies and branches of foregn banks, and Fdge Act cotporations

2. Transaction accounts melude all deposats against which the account holder is permitted
0 make withdiawals by negotiable or unsterable instimments, payment onders of with-
diawal, vt telephone o preauthorzed transters tor the purpose of kg, payenents to thied
persons of uthers, However, accounts subject to the tales that pernmt no more thie six
preauthonzed, antomance, o other transters per month (of which no mote than thiee may be
by check, draft, debit cand, or sumlar ovder payable diectly 1o thitd paities) ate savings
deposits, not triansaction accounts

3 the Monetary Control Act o 1980 equires that the amount of tansaction aceounts
agamst whieh the 3 percentreseive requirement apphes be maditied annually by B percent ot
the percentage change in transaction accounts bield by all depositary mstitutions, deternmed
as of June 30 of cach year Bffective Dee, 19, 1995, the amount was decieased hom $54.0
wdtlon to $52.0 nulhon

tinder the Garne St Gerntane Depository Institutions Act ot 1982, the Board adjusts the
amount of reservable Babafities subject to d zeto pereent eserve regurenient each year ton the

succeeding calendw year by B percent ot the pereentape meicuse i the total seservable
habilities of abl depository instituhions, measured onan anpual basis as ot June 30, No
carrespording adjustiment s nade i the event of a deciease. The exemption applies only to
accounts that would be subject to a3 percent reserve iequuement. Ettective Dec. 19, 1993,
the exemption was raised from $4.2 mullon o $4.3 nulho,

4 The reseive requirement was reduced bom 120 peicent 1o 10 pewcent on
Apr. 2, 1992, for mstituttons that weport weekly, and an Apr, 16, 1992, tor istitutions that
eport yuaterly.

5 Far institutions that tepont weekly, the weserve requitement on nonpersenal tinse depusits
with an angaal matunty of less than 1172 years was ieduced hom 3 percent 1o 14 percent tor
the maintenance pertod that began Dee. 13, 1990, and to ze1o tor the maintenance period that
hegan Dee. 27, 19900 For institutions that report guarterly, the eserve requitement on
nonpersonal tme deposits with an original niatugity of less than 12 years was wedueed from 3
pereent to zeio on Jan 17, 1991

The reserve tequitement on nonpetsonal tinte deposits with an onginal maturity of 114
years o more las been zero sinee Oct. 6, 1983,

6. The 1eserve requitement on Euroctirency tiabilities was reduced trom 3 percent to zero
i the same manner and on the same dates as the teserve wequirenient on noupersonat bme
deposity with an onginal matuty ot less than 192 yews (see note 5).
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1.17 FEDERAL RESERVE OPEN MARKIT TRANSACTIONS!

Mittions of dolurs

1995 1990
Type of nansaction 1993 1994 1995 fb— ——t—— - - [ — -
al matonty
Dec. Jan Apr, My ‘1 fune
—_— - - _ - —— 4= b ——— —— - — - —
ULS, TREASURY SECURILIES
Outrighi tramactions (e luding matc hed
Hansactiony)
Trecasury bills
1 CGross puichases. ..., R . 17,717 17,484 10,932 {0 [§] 0 ¢} 88 0 38
2 (nosssales. ... .. 4] ( 0 0 [} { Q 0 0 0
3 Lxchanges ... 112,229 376,271 3Y8,487 31,535 3470 9,332 10,550 Q2218 40,467 3,720
4 Redemptions ... 0 0 900 ¢ 0 0 0 0 0 8]
Others withy one yei
S Gross putchases ., . . R 1,223 [,238 300 390 8] 0 0 15 0 QO
6 Grosssales .. . EPE . 4] [¢] [¢] 4] [ 4] ¢ O 0 0
7 Mawnity shafts .. . . o0 L FPEAN 1,308 0 {0 0 2,018 2,746 0 1511 S, 107 0
8 Exchanges . .. Ceee 36,582 21444 4] 0 3,287 7,575 4] 4,824 5,18 (
9 Redemptions .00 00000 . 0 (} 0 0 1,228 0 ] I8 0 0
One to live years
10 Gross purchase: 10,350 9,108 4,900 2,317 ¢} 0 0 1,899 Q0 4]
11 Gross sales ..o, AP [N . 0 0 0 0 0 0 0 4] 0 0
12 Matuny shifts . . o ce 17,140 6,004 0 4] 2,048 1,908 4] 3511 4,040 0
13 Exchanges ... P I 0 17,801 0 0 3287 8075 0 4824 3,48 0
Lave to ten yeas
T4 Gross puichases. .., e . 4,108 3,818 1,239 0 0 i} ) 479 O 0
15 Gross sales. . . L e - . 0 0 [¢] ¢ 4] §] a [} 4 1
16 Matnty shiftis ..., ., e e QO 1,145 §] (1 4] K4 €] 1] [ (158 ¢
17 Exchanges ... . . . PN o 0 2,903 0 0 0 1,500 0 0 1,700 0
More than ten years
18 Choss puichases 3,457 3,600 3,122 1,884 0 [ 0 1,065 0 0
19 Grosssales o o0 .0 o0 0 0 ] 0 0 [ 0 0 8 0
200 Matunty shfes . Lo e 0 G18 0 4} 0 20 0 0 i} 0
21 bxchanges .. o0 o0 0 L P {] 775 4] O 4} i) 3] 4] 0 f§]
All matanties
22 Gross puichases TS R 16,915 15,414 20,649 4,591 { G 0 3,560 4 4
23 Gross sales o oo R - 0 0 0 0 0 0 { 4] 0 0
24 Redemptions ..., P o . 07 2,337 2,376 4 (278 0 4] T87 a 4]
Muatehed tramsactions
25 Gross purcha RN Cee e e 1,475,441 700,830 | 2,197,736 227 85% 200,425 274,290 251,623 258,482 250,135 JA8,593
26 Gross sales .o PN PR ] 1475085 1,701,309 | 2.202,030 228071 259,186 275979 251,086 250,510 259,508 2494071
Repurchase agreementy
27 Giross purchases .. ca . 475,447 09,2 /6 331,694 14,325 10,040 6,230 31,002 48R0 30,688 RN
28 Choss sales .o 0 L e . 470,723 311,898 128,497 28,540 28,802 6,210 21,706 50,345 21404 1,660
29 Net change meUS CTheasiy secuties, o oo 41,720 20,882 17,175 157 12,151 1,689 4,433 3,214 RERSS 1,950
FEDEFRAL AGENCY OBLIGATIONS
Outright transad ttony
30 Gioss putchases ., R PPN - 0 QO 0 0 5 [l 0 0 0 0
31 Guoss sales .. . Lo Coeee e 0 0 (} 0 ) () 0 { 0 {
32 Redemptions ... . - N . 714 1,002 1,303 38 (] 1] HOR 82 16 A0
Repuichase agieements
A3 Cnoss purchases 0 o0 0 L BN . 35,063 52,696 36,851 2.88% 9,793 705 5,040 2,372 5,720 5,138
34 Gross sales . oL R . 34,669 52,606 30,776 1,788 10,893 763 4,640 1372 ARYPS 6,488
35 Net change i fedeial agency obhgations . . 380 1,002 1,228 1,042 1100 0 §02 1,087 [RE1N 1,390
36 ‘lotal net change in System Open Manket Account . .. 41,348 28,880 15,948 11,19y — 13,851 — 1,689 5,425 2,192 4,158" 2,560

L. Sales, 1edemptions, and pegative higutes weduce holdmgs of the System Open Market
Account; all other tigutes maease such holdings,
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1.18 FEDERAL RESERVE BANKS Condition and Federal Reserve Note Statements!

Millions of doliars

Wednesday find ol month
Account 1996 1996
July 3 Tuly 10 July 17 Tuty 24 July 34 May 3 June 30 July 3§
Consolidated condition statement
ASSETS
1 Gold certificy 11,050 11,050 11050 TEO50 HL.050 11.051 11.050 11.050
2 Special drawi 10.168 10.168 10168 10,168 10,168 10,168 HY 168 10,168
3 Coin .. 523 403 494 308 32 5 552 321
Loans
4 To depository institutions .. ... ... .. 203 276 304 327 1718 155 0306 1718
5Other ... ool PN 0 0 0 1} O O 0 0
O Acceptances hebd under repurchase agreements .. §] 0 0 [§] 0 0 0 0
Federal agency obligations
7 Bought outright ... S 2388 2.351 2.351 2351 2.388 2330
& Held under repurchase 433 40 1690 700 0 282
9 Total ULS. Treasury securities. ... ... ... ... ... ... 391,714 392,583 396,064 385,047 387,050 I91.000 397.836
10 Bought owtrigl L 382,702 383,785 383,364 382907 5 381340 383914 382378
H Bills . 186,138 187.241 IR6.819 186,422 IRS.833 184,801 187.370 185833
12 Notes .. 150,102 150,102 150,102 150,102 150102 150,102 150102
13 Bonds. ..., 46,442 36443 40,443 460443 40,443 40443 46,43
14 Held under repurchase a, 0012 8.798 12.700 2.080 15458 7.080 15458
15 ‘Total loans and securities . .. ........... ... ... ... .. 394,801 395,251 400,410 388,425 402,173 390,983 394,025 402173
16 Jtems in process of collection. ..o oL 7,100 5938 0.567 5830 6,143 4007 4152 0,143
17 Bank premiises .. oo o oo LR2 1184 t.190 1.191 1190 L1471 1482 1.190
Other assets .
I8 Denominated in forcign currencics 19,556 19564 19,573 19.581 200183 19,561 19,554 20,183
19 Al other?! 10,430 10,682 11.203 10,598 12,349 9538 10.726 12,349
20 Total as 454822 454,333 460,654 447351 463,777 447,032 451,409 463.777
LiaBwrties
2F Federal Reserve notes ..o J05.830 406938 45,159 103005 104930 398,773 EHIRIT 404930
22 Total dey 29,442 28,858 36.501 24.880 38,332 30901 32,804 38,332
Depository instiutions. ... S 25253 22,649 30.649 19247 3052 26,685 24.504 31052
Frcasury—~QCieneral account. 2703 S.668 5.323 520 0,830 3757 7.701 0,830
on-—OlMlicial accounts ... . 171 190 167 166 Lol 183 106
.......................................... 115 347 29§ 278 00 126 278
27 Deferred credit dtems. ..o L 6.501 5446 5927 3.366 5.697 4.210 4130 5.697
28 -Other fiabilities and acerued dividends” 4410 4304 4323 4182 5150 4542 4464 3056
20 Total liabilities ... .o o o 446,489 445,603 451911 438,339 454016 438,426 442,499 454,016
CAPITAL ACCOUNTS
30 Caphial paid in . . 4139 4139 4.159 4421 4437 4054 4138 4437
31 Surplus ... . 3966 3960 3960 3060 3966 39060 3960 3906
32 Other capital accounts ..., oL 528 624 [ 625 1,257 492 806 1.257
33 Total liabilities and capital accounts. ... ... ... ..., 454,822 454333 460,654 447351 463.777 447,032 451,409 463,777
Mi:no
34 Marketable U.S. ‘Treasury seeuritics held in custody Tor
foreign and international accounts ..., ... L 547336 550.556 549228 533814 RRUKAR 550,832 551,797 559.0011
Federal Reserve note statenent
35 Tederal Reserve notes outstanding Gissued to Banks) ... .. 518722 SIRTI2 520444 821387 514098 519234
36 Liss: Held by Federal Reserve Banks. ..o o 12,892 111.773 H4.573 116539 116457 115,325 118,133
37 Federal Reserve notes. net oL e 405,830 406938 J05.159 403905 404,930 398772 401,101
Colluteral held against notes. net
38 Gold certificate account . 11,050 11.050 HLOS0 11.050 11050 11.051 11,030 11,030
39 Special drawing rights certit 10,168 10,168 10,168 10,168 10,168 10.168 10168 10168
40 Other eligible assets ... . 0 0 i} 0 0 0 0 0
41 US. Treasury and ageney securities. ... 384011 38720 383941 382.087 383713 377.554 379883 REXIWAR]
42 Fotad collateral .. ..o 405830 406,938 J05.159 403,905 404,930 398.773 401,161 404,930
1. Some of the data in this table also appear in the Board's H.4.1 {503) weekly statistical 3. Valued monthly at market exchange rales.
release. For ordering address, see inside front cover. 4. Includes special investment account at the Federal Reserve Bank of Chicago in Treasury
2. Includes securities loaned—ifully guarieed by V.S, Treasury securities pledged with bills maturing within nincty days.

ceurities sold and scheduled to be bought back under Includes exchange-translation account reflecting the monthly ‘revaluation at market

ates of foreign exchange commitments.

nd excludes s
ansiactions.

Federal Reserve Banks:
maiched sade—purchase tr




Federal Reserve Banks All

1.19  FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holding

Millions of dobars

Wednesday End of month
Type of holding and maturity 1996 1996

Juiy 3 July 10 July 17 July 24 July 31 May 31 June 30 July 31

Flotal loans. ... ..o 265 276 304 327 1718 156 249 568

2 Within fifteen days'. oo 6l 52 282 301 1.558 75 231 512

3 Sixteen days to ninety days 204 224 23 26 1163 80 14 57
+ Total US. Tr ry securities. ... 391714 392,383 396,064 385,047 397836 381,346 383,914 397836
5 Within fifteen di .. 17.925 3 27373 17.53) 28,057 2926 4410 28,057
6 Sixteen days to ninety days 93.240 88,725 87.508 91,086 86,783 98950 99,558 86,783
7 Ninety-one days to one year 116,132 6177 116,650 112.295 118.032 116114 116,591 118,032

8 One year to live years 92.749 92749 91.751 91,751 92.581 91,694 91,694 92,581

9 Five years to ten years . . . . 32941 32941 33,662 33,662 33.662 329410 32941 33,662

10 More than ten years ..o 38721 8.7 W2 38,724 387210 IRT2U 872U 38721
11 Fotal federal agency obligations . ... ... ... .. .. 2.82) 2,391 4041 3051 2,618 2,428 2,388 2,618
12 Withia fifteen days' ... 470 35 1.801 871 438 37 307 438
3 Sixteen days to ninety days 730 715 659 709 722 473 498 722

14 Ninety-one days 10 one y 645 655 55§ 505 492 578 610 492
15 485 475 475 473 475 512 485 475
it 467 467 467 467 467 472 467 467
17 25 25 25 25 25 25 25 25

1. Holdings under repurchase sgreements are classiticd as maturing within tifteen days in NOTE. Total acceptances data have been deleted from this table because data are no Jonger

accordance with maximum maturity of the agreements, available,
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1.20  AGGREGATE RESERVES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE'

Billions of dollars. averages of daily figures

1995 1996
ltem 1992 1993 1994 1995
Dec. Dec. Dee. Dec.
Dec. Jan, leh. Mar. Apr. May June July
o Scasonally adjusted
ADIUSTED FOR . ¥ :
CHANGES IN RESERVE REQUIREMENTS™
1 7 6052 59.30 56.36 5485 5423
2 4 6044 59.16 S6.01 5481 5400
3 Nounborrowed reserves plus L\(l.ﬂ(h.d uulll 4 6044 S0.00 56,41 S48 5400
4 Required reserves 32 59460 58.20 35.09 54.00 5406 | 53.37
5 Monctary base” 351.24 | 38688 1 41872 -H\ (il 435.01 433.67 -ﬂ() 87 | 43004 | 437.01" -H‘) 0g!
Naot seasonafly adjusted
6 "Total reserve ﬁ(\(){w 61.13 58.02 58.02 5695 8380 5497 56.00
7 Nonhorrowed reserves. . 60,92 57.76 57.76 5091 5377 54.95 55.90
8 Nonborrowed reserves plus 60.92 57.76 57.76 5691 5495
9 Required reserves” .. 59.96 56.74 56.74 5547 53.84 54.8%
1 Monetary base” L 42250 ] 439.03 | 430.03 | 43601 -hn 2 | 4310 | 43702
NOT ADJUSTED FOR
CHANGES IN RESERVE REQUIREMENTS'®
11 Total reserves!! 56,54 0134 | 5790 1 5790 | 5093 5304
12 Nonborrowed re: 56,42 6113 57.64 57.64 56.90 ﬂ (1
13 Nonborrowed reser 5642 013 57.04 57.64 36,90 301
14 Required reserves 55.39 ()I X() o017 56.62 56,02 5545 228 RN
15 Monctary ba: ! . 36090 1 397.62 1 42725 | 445 | M4 | 9o JJ(» 20 207 -Hﬁ 94 | 149,26
16 Exeess ves'L e t.to 1.06 b7 1.28 128 149 85 806 115" 1.07
17 Ih)nnwm“\ from the P Reserve ... A2 08 20 .26 26 o4 K 3 39 37

1. Latest monthly and biweekly figures are avatlable from the Board's H.3 (502) weekly

data sta
SCPVE Tl

statistical release. Histori
s of changes in

Washington, DC 20551.

crve requirements, (See also table 1.104)

Jdm\lul uqumd reserves (Ilm 4) plu\ CXUCUSS FCSCIVes (|Ill\. I(w

Federal Reserve (line 17y,

5. Extended eredit consists of borrowin
conditions established for the extended eredit program to help depostiory
with sustained liguidity pressw Because the

e in 1959 and estimates of the cffect on required
nients wre available (rom the Money and Reserves
Projections Section, Division of Monetary Aflairs, Board of Governors of the Federal Reserve

wes reflect adjustments for discontinuitics, or “breaks,” associated with regulatory

Seasonatly adjusted. break-adjusted towal reserves equal seasonally adjusted. break-

lIJuslcd total reserves (Iinc £y dess lnlzll Imrlm\ing.\ nl' \Icpo,\nnr_\' institutions from the

ai the discount window under the terms and
stitutions deal
is not the same need to repay such

horrowing promptly as with traditional short-term adjustment credit, the money market cffect

CEVCS.

of extended credit is simifar to that of nenborrowed re

6. The seasonally adjusted. break-adjusted monetary base consists of (1) scasonally
adjusted. break-adjusted 1otal reserves tine By plus (2) the scasonally adjusted currency
component of the money stock. plus (3) (for all quarterly reportess on the “Report ol
Transaction Accounts, Other Deposits and Vault Cash™ and for atl those weekly reporters
whose vault cash exceeds their required reserves) the seasonally -adjusied. break-adjusted
diflerence between corrent vault cash and the amount applicd 10 satisfy current reserve

requirements,

reserves (line 1),

Break-adjusted total reserves equal break-adjusted required reserves (line 9) plus exeess

To adjust required reserves for discontinuities that are due o regulatory changes in
reserve reguirements. a multiplicative procedure is used to estimate whit required reserves

would have been in past penods ad current rese
adjusted required reserves include required reserves
time and savings deposits (but not teseevable nondeposit liabilities).
The break-adjusted monctary base cquals (1) break-adjusied total re

o requirements been in eflect. Break-
ainst transactions deposits and nonper-

rves (line 6), plus

(23 the (unadjusted) currency component of the money stock. plus (3 (for all quarterly

reporters on the “Report of

ransaction Accounts, Other Depaosits and Vaolt Cash™ and for all

those weekly reporters whose vault cash exceeds their required reserves) the break-adjusted

difference hebween current vault cash and the

FYUITCTNC S,

amownt applicd o satisfy carrent reserve

10, Refleets actual reserve vequirements, including those on nondeposit labifities, with no
adjustments to climinate the effects of discontinuitics associated with regulatory changes in
FESCTVE Teuirenients

L Reserve bafances with Federal Reserve Banks plus vaull cash used o satisly reserve

|u|unumnh
2 The

e

monetary base, not break-a
crves (ine TH. plus (2) required ¢les
at Federal Reserve Banks, plus (3) the cugr

all quarterly reporters o the
Cash™ and for all those weekly reporters whose vault cash exceeds their required reserves) the
difference between current vault cash and the amount applicd (0 satisfy current reserve
requitemients, Since the introduction of contemporancous reserve requirements in Febraary
FORA. curreney amd vaolt cash figores have been measured over the compuiation periods

ending on Mondays.
13 Unactjusted 1otal res

Report of

es thine ED) fess unadjosted required reserves dine 144,

sted and not seasonally adjusted. consists of ¢y total
balances and adjustments 1o compensate for float
ey component of the money stock. plus (4) (for
psaction Accounts, Other Deposits and Vault



1.21 MONEY STOCK, LIQUID ASSETS, AND DEBT MEASURES'

Billions of dollars, averages of daily figures

Monetary and Credit Aggregates Al3

1996"
I 1992 1993 1994 1995
tem Dec. Dec. Dec. Dec.
Apr. May June July
Seasonally adjusted
Measures”
I Mt 1,024.4 1,128.6 1,148.7 1,124.9 1.123.6 1.417.2 1.116.7 1.108.5
2 3,438.7 3494.) 3.509.4 3,662.6 3,7359 3,730.7 3.747.8 3,755.0
3 4.187.3 4,249.6 4319.7 4,576.0 4,693.4 4,705.1 4,723.5 4.738.3
4 5.075.8 5,164.5 5.303.7 5.685.5 5.813.0 58127 5.844.2 n.a.
5 11,880.5 12,5174 13,159.3 13.894.8 14.1329 14.177.0 142224 na.
M1 comppnents
6 Currency 2929 3224 3549 3732 376.0 3771 3794 382.6
7 Travelers checks 8.1 79 85 8.9 8.9 8.7 8.6 8.5
8 Demand deposits 339.1 384.3 3824 389.8 406.3 409.6 413.6 410.5
9 Other checkable dep()Sl & 3842 414.0 4029 353.0 3324 3218 315.0 306.9
Nontr ansaction components
10 In M2’ 24143 2,365.4 2.360.7 2,537.7 2,612.3 2,613.5 2.631.2 2.646.5
T InM3only®. . o 748.6 755.6 810.3 913.4 957.5 9744 975.6 983.3
Commercial banks
12 Savings deposits, including MMDAs ... 754.) 785.0 7519 775.0 826.9 829.7 838.2 845.8
13 Small time deposits’ . 509.3 470.4 5054 578.5 5764 5754 576.0 578.7
14 Large time deposits'™ 286.6 2723 298.7 342.4 356.6 362.6 368.2 3759
Thrift institutions
15 Savings depos 433.0 433.8 397.0 359.5 366.3 3679 368.8 368.8
16 Small time deposits = 361.9 3176 318.2 359.6 354.0 3532 3522 3513
17 Large time deposlls 67.1 61.5 64.8 75.0 75.6 750 75.4 76.2
Money marker, mitual funds
18 Retail .o oe e e 356.0 358.7 388.1 465.1 488.7 487.4 196.0 5018
19 Instimtion-only. .. ... oo i 199.8 197.9 183.7 2272 245.6 2435 2494 2529
Repurchase agreements an(l Eurodollars
20 Repurchase agreements’™ ... 128.1 1575 180.8 t77.6 1829 195.1 183.6 180.8
21 Burodollars™ ... 66.9 66.3 823 91.2 96.8 98.2 99.1 97.5
Debrt components
22 Federal debt. .. ... ... . . i i 3.068.6 33283 3.497.6 3.644.6 3.707.0 37126 37202 na.
23 Nonfederaldebt. ... ... oo oo 8.812.0 9,189.1 9.661.7 10.250.2 10.425.9 10,464.4 10,502.1 n.a.
Not seasonally adjusted
1,046.0 1,153.7 1.174.2 1.150.7 1,129.9 1.104.0 1.112.8 1,108.5
3,455.1 3.514.1 3.529.8 3.682.3 37488 3.716.1 3.746.2 3,761.9
4,205.3 42713 4,341.5 4,597.1 4,698.2 4,690.0 47207 47404
5,103.4 5.194.2 53332 5.715.0 5818.6 5.793.5 5.835.3 na.
11,881.5 12,509.6 13,150.2 13.878.0 14,060.2 14,070.7 14,138.7 n.a.
Ml components
29 CUIRNCY" . .\t 295.0 3248 357.5 376.1 375.8 3715 380.5 383.8
30 Travelers chec| 78 7.6 8.1 8.5 8.6 8.6 8.9 9.1
31 Demand deposits . e 354.4 401.8 400.1 4079 406.0 399.5 409.8 4111
32 Other checkable dcposu\ .............................. 3889 4194 408.4 3581 3394 3183 313.6 304.5
Nonl:an\m tion componenty
33 2.409.1 2.360.4 2,355.6 2,531.5 26189 2,612.1 26334 2,653.4
34 750.2 7571 811.7 914.8 949.4 973.8 974.5 978.5
35 752.9 784.3 7516 775.0 825.9 827.7 839.9 848.3
36 507.8 468.2 502.5 5745 578.4 577.5 S78.1 541.2
37 286.2 2721 298.5 3423 3538 364.9 369.0 374.2
38 4324 4334 396.9 359.5 365.9 367.0 369.5 369.9
39 360.9 316.1 316.4 357.1 355.2 354.4 3534 352.7
40 Large time dcposnx 67.0 615 64.8 75.0 75.0 75.5 755 758
Money market mutual funds
41 Retail ... 355.1 358.3 388.2 4654 493.5 485.5 4925 501.4
42 Institution-only ............ .. . i 201.1 199.4 185.5 2294 2428 | 241.1 2445 250.2
Repurchase agre ements, and Exrodoflars
43 Repurchase .mre«.menls .............................. 127.2 156.6 179.6 176.1 1823 1954 187.2 1814
44 Eurodollars'> . ... 68.7 67.6 834 92.0° 95.5 96.9 98.3 96.9
Debt components
45 Federal debt ......... ... ... . i 3.069.8 33295 3.499.0 3.645.9 3.699.5 3.692.0 3.698.0 na.
46 Nonfederal debt............ .. ... . ... ... ... ... 88117 9,180.1 9.651.2 10.232.1 10,360.7 10.378.7 10.440.6 na.

Footnotes appear on following page.
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NOTES TO TABLE 1.21

1. Latest montidy and weekly figures are available from the Board’s H.6 (508) weekly
statisticad release. Historical data starting in 1959 are available from the Money and Reserves
Projections Section, Division ol Moncetary Affairs, Board of Governors of the Federal Reserve
System. Washington, DC 20551.

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

M1 (1) currency outside the U.S. Treasury. Federal Reserve Banks, and the vaulis of

depostiory institions. (2) travelers checks of nonbank issuers, (3) demand deposits at all
commercial banks other than those owed 1o depository institutions, the U.S. government, and
toreign banks and oflicial institutions, less cash.items in the process of collection and Federal
Reserve float. and (4) other checkable deposits (OCDs). consisting

withdrawal (NOW) and automatic transfer service (ATS) accounts at depository institutions.
credit union share dralt accounts, and demand deposits at thrift instivtions. Seasonally
adjusted M I s computed by summing currency, travelers cheeks. demand deposits. and
OCDs. cach seasonally adjusted separately.

M2: Mi plus (1) savings deposits Gincluding MMDAs), (2) small-denomination time
deposits (time deposits—inctuding retait RPs—in amounts of less than $100000), and (3}
balances in retail money market muteal funds {money funds with minimum ini invest-
ments of less than $50.000). Excludes individual retirtement accounts (IRAs) and Keogh
balances at \ILPU\II( institutions and money market funds. Scasonally adjusted M2 is
calculated by summing savings deposits, small-denomination time deposits, and retail money
fund balances, cach .w.a.\on.xlly adjusted separately, and adding this result to scasonally
adjusied M1

M23: M2 plus ¢1) large-denomination time deposits (in amounts of $100.000 or morey
issued by all depository institutions. (2) balances in institutional money funds (money funds
with minimom initial investments of $50.000 or more). (33 RP Liabilitics tovernight and termy
tssued by all depository institutions, and 4) Eurodoflars (overnight and werm) held by (LS.
residents at foreign branches of US. banks worldwide and at all banking oftices in the United
Kingdom and Canada. Excludes amounts held by depository institutions, the U.S. govern-
meni, money market funds. and foreign banks and official institutions. Scasonalty adjusted
M3 s caleulated by summing large time deposits, institutional money fund balan RP
liabilities, and Burodollars., cmh .\ulsnlhlll)’ adjusted separately, and adding this result to
scasonaly adjusted M2,

M3 plus the nonbank public holdings of US. savings bonds. short-term Treasury

seeurities, commercial paper, and bankers acceptances, net of money market fund holdings of

g of negotiable order of

these assets. Seasonally adjusted L is computed by summing U.S. savings bonds. short-term
Treasury securitics, commercial paper, and bankers acceptances. cach seasonally adjusted
separately, and then adding this result 10 M3,

Debi: The debt aggregate is the outstanding credit market debt of the domestic nonfinancial
sectors—ithe federal sector (LLS. government, not including government-sponsored enter-
prises or federally related morigage pools)y and the nonfedersl sectors (state and local
governments. households and nonprolit organizations. nontinancial corporate and nonfarm
noncorporate busine and farms). Nnnlulual debt consists of mortgages. tax-exempt and
corporate bonds. consumer credit. bank toans. commercial paper. and other foans. The data,
which are derived from the Federal Reserve Board™s flow of (unds accounts, are break-
adjusted (that is, discontinuities in the data have been smoothed imto the series) and
month-averaged (that is, the data have been derived by averaging adjacent month-cnd levels).
(ulrul&,y owtside the LS. Treasury, Federal Reserve Banks. and vaults of depository
mslllulmn\

4. Ouistanding amount of ULS. dollar-denominated travelers checks of nonbank issuers.
Travelers checks issued by depository institutions are included in demand deposits.

5. Demand deposits at commercial banks and forcign-related institutions other than those
owed 10 depository institutions, the ULS. government. and Toreign banks and official institu-
tions, less cash items in the process of collection and Federal Reserve fAloat,

6. Consists of NOW and ATS account baldances at all depository institutions. credit union
share dralt account balances, and demand deposits at thrift institutions.

7. Sum of (1) savings deposits Gnctuding MMDASs). (2) small time deposits, and (3) retail
money lund balances.

K. Sum of (1) large time deposits, (2) instilutional money fund balances, (3) RP labilities
tovernight and term) issued by depository institutions, and (4) Eurodollars tovernight and
termy of LS. addressees.,

9. Small time deposits—including retail RPs—are those issued in amounts of less than
$100000. All IRAs and Keogh accounts e commercial banks and thrift institutions are
subtracted from small time deposits

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

L Large time deposits at commercial banks fess those held by money market funds,
depository instiiutions, the U.S. government, and Foreign banks and official institutions.

2. Includes both overnight and term,




Monetary and Credit Aggregates Al5
1.22 DEPOSIT INTEREST RATES AND AMOUNTS OUTSTANDING Commercial and BIF-insured saving banks'
1995 1996
1993 1994
fem Dec. Dec.
Nov. Dec. Jan. Feb. Mar. Apr. May June July
Interest rates (annual effective yields)®
INSURED COMMERCIAL BANKS
1 Negotiable order of withdrawal accounts ...... 1.86 1.96 193 1.91 1.90 1.91 1.85 1.89 1.88 1.90 1.94
2 Savings deposus ......................... 246 292 313 3.10 30t 298 29] 291 2.89 2.86" 2.87
Interest-bearing time deposits with balances of
less than $100.000, by matwriry
3 7 10 91 days 2.65 379 4.13 4.10 4.02 399 4.02 4.01 4.03° 4.08° 4.13
4 92 10 182 days 291 4.44 4.74 4.68 457 445 4.49 4.5) 4.5] 4.55 4.39
5 183 days to | year . 3.3 5.12 5.1 5.02 4.91 479 483 4.86 4.88° 4.95° 5.00
6 More than 1 year to 2 years . e 355 574 5.27 517 503 4,89 494 503 5.10 5.18 525
7 More than 2V2 years ...l 428 6.30 5.49 540 526 5.10 5.19 5.28 5.36 5.46 551
BIF-INSURED SAVINGS BANKS*
8 Negotiable order of withdrawal accounts . ..... 1.87 1.94 1.94 1.91 1.85 1.84 1.83 1.84 1.82 1.80 1.81
9 Savings dc,poslts . 263 2.87 299 98 295 292 286 2.85 2.84 2.85 88
Interest-bearing time deposits with balances of
fesy than $100,000. by maturity
1071009 days ... 2.81 3.80 4.43 443 4.38 4.26 4.37 4.42 $.49 4.54 4.64
11 92 to 182 days .. 3.02 4.89 502 495 4.86 477 4.76 477 483 4.9 501
12 183 days to | year .. 331 5.52 5.28 5.18 5.06 491 4.89 491 4.96 5.02 5.09
13 More than | year to 22 years . . 3.67 6.09 5.47 533 522 5.10 5.15 523 5.25 5.35 541
14 More than 2% years ............ . ... 4.62 643 5.64 5.46 534 524 524 532 5.38 5.51 5.60
Amounts outstanding tmillions of doHars)
INSURED COMMERCIAL BANKS
15 Negotiable order of withdrawa accounts ...... 305,237 | 304,896 | 257,098 | 248417 | 245749 | 242930 | 218,604 | 228,637° [ 208890° | 203,034" | 207,043
16 Savings deposns 767,035 737.068 753,139 776,466 768,071 784,035 827,666 805,317° | 8394827 | 844,348" 841,265
17 Personal ... .. 598.276 580,438 588,995 615,113 612,321 623.110 661919 6399217 | 669.107° | 672,737" | 667.595
18 Nonpersonal 168.759 156,630 164,144 161,353 155,750 160,925 165,748 165,396 170,375 t716011° 173.670
Interest-bearing time deposits with halunces of
less than $100,000, by maturity
19 Tw9ldays ..o 29.362 32,265 31.093 32,170 33,783 35.719 35377 34,071" 30,356" 31,345 21,691
20 92 1o 182 days 109,050 96,650 95513 93,941 95.350 97,219 97.141 96,052" 95,896 95, 100" 94,659
21 183 days to | year .. 145,386 163,062 184,704 183,834 184.046 184,095 186.158 190.018" 193.722° 195.450" 197.958
22 More than | year to 2Y4 years . 139,781 164,395 208,315 208.601 212,394 210,493 208915 208,252° | 208,767 | 200.587" 209,067
23 Morethan 2Vayears ... ..o 180,461 192,712 199,389 199,002 199,254 198.922 198.980 197,783° 198.332" 198.856" 197.733
24 IRA and Keogh plan deposits ................ 144,011 144155 149,647 150,546 150.366 149.965 150,496 150,580° 150,889" 151,349" 151,273
BIF-INSURED SAVINGS BANKs*
25 Negotiable orderxof withdrawal accoumts . . ... .. 11,191 11,175 11,088 11918 11,139 11,597 11,703 11,492 11.744 11,234 10,921
26 Savings deposi 80,376 70,082 68,345 68,643 66,702 67,614 67,276 66,808 67,715 66,886 66,956
27 Personal .. 77.263 67,159 64,932 65,366 63377 64,524 64.208 63.559 64,199 63,594" 63,651
28 Nonpersonal ... ... .. ... ... .. 3,113 2923 3413 3277 3,325 3,090 3,068 3,249 3.516 3,202 3.305
Interest-bearing time deposits with balances of
less than $100.000, by maturiry
29 7w 9l days . ... .. 2,746 2,144 1.819 2,001 2.009 2431 2,140 2179 2,345 2,226 23712
30 9210 182 days .. 12974 11,361 11,394 12,140 12,334 13.247 13.477 13914 13,934 13,702 13,613
31 183 daysto 1 year. .. 17,469 18,391 24,833 25,686 26,304 26,863 26,534 27,265 28,079 27907 28,556
32 More than | year to 2'2 years . 16.589 17.787 27.149 27482 26,582 26,945 25934 25,684 25422 25,492 26,186
33 More than 2'A years ... 20,501 21,293 22,552 22,866 22,449 21819 22,646 22,526 22,638 22,569" 22,556
34 IRA and Keogh plan accounts................ 19,791 19,013 21.231 21,321 20,827 20,845 20,615 20,553 20,543 20,709 20,647

I. BIF, Bank Insurance Fund. Data in this table also appear in the Board’s H.6 (508)
Special Supplementary Table monthly statistical release. For ordering address, see inside
front cover. Estimates are based on data collected by the Federal Reserve System [rom a
stratified random sample of about 425 commercial banks and 75 savings banks on the last day
of each month. Data are not seasonally adjusted and include IRA and Keogh deposits and
foreign currency-denominated deposits. Data exclude retail repurchase agreements and depos-
its held in U.S. branches and agencies of foreign banks.

2. As of October 31,

4. Includes both muwal and federal savings banks.

1994, interest rate data for NOW accounts and savings deposits
reflect a series break caused by a change in the survey used to cotlect these data.
3. Inciudes personal and norpersonal money market deposits,
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23 BANK DEBITS AND DEPOSIT TURNOVER!

Debits ate in billions of dollars; turnover s ratio of debits o deposits; monthly data are al annaal rates
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26 ASSETS AND LIABILITIES O COMMERCIAL BANKS!
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122/
S0/ 6
0.8
2587
w50
JORR
o5

4,274.6

2000
761
1LUR79
145,06
1,542.2
6081
1973
S/
2138
220

3890.2

383t

Wednesday danes

July 17

L0783
G986
OS2
YRR

20987
1432

11035

9

102306

SHY
80.5
259.7
198 3
2100
YA

4,302.7

27261
7W0
10864
4187
1LaV/8
0106
04l
4912
515
EARS

RRLIXY

(IR}

30703
937
A
274

26900
Y2 %

1,108.7

0.0

1237

S090

181
RIEIR
1935
287
2088

4,285.2

ENARN
120940
1,986.7
66
15100
009
2000
5009
RASE
267

38979

R/3

1996

Tuly 24

3,006 2
97494
WA
08,2

208
434

L1013

798

LO2ES

SI28

K04
VS
[DLE3
LG
R

4.297.0

2,083
TIRB
19831
4174
1.536.1
6959
1974
RULY
209
50

JH94.7

0238

LO01 6
Q0
J05.t
609

2080.0
AR

11033

199

10234

Sy

04
2508
1884
2000
ol

4,255.3

20038
7121
LORL. /7
Ho g
IRRZ%S
TOLY
(BN
SEEs
2RY
RAEN

38689

386 A

July 31

3,001 7
971
1082
2619

20970
7430

11057

80.0

1,05.8

AN

7608
20008
20381
270
26010

4,307

2,708
752.1
1984 1
8
1,548.4
oh7 5
2004
1961
2481
e

3904.3

3991

3.0661.7
9067.0
101,/
2603
20047
AR

2N
11048
802
10246
S10y
60
R
048
2RO
208

4, 306.0

RVAYE
U528
1,984/
A48 2
154305
1089
2008
SOR.|
241
2239

9174

1892

Footnotes appeac on followmg pape
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1.260 ASSETS AND LIABILITIES OF COMMERCIAL BANKS'-  Continued
Billions of dollus
Monthly averages Wednesday hgues
Account 1995 1996 I 19496
haly Tan Feb Mat, A, May hume July July 10 July 17 July 24 July 31
DOMESTICAVEY CHARTERIY Seasontally adjusted
COMMERCIAL BANKS
Avsens
57 Bank viedt oo 3IV7.3 3lu60 11979 12016 12134 12109 3.212.2 32118 32178 42159 32042
S8 Secunhes m bank cre dll B40.4' 854.2 8526 843.0 8418 8482 8359 8i32 8359 8¥70 8347 K254
59 LS. governmient s utitics 6199 6192 GH 8 O3S 6332 635.3 6272 6255 6255 6248 6272 6218
60 Other secunties L 295 21501 2108 2004 2086 209 208.6 2008 2104 212.1 2075 2002
61 Laoans and leases i bink ¢ redit? 226006 2.448.0 23134 23549 23098 2,308.2 24750 2379.0 2,375.6 24808 238172 2,379.2
02 Commercral and industinal 5220 5403 S0 5414 5458 5480 S48.1 5494 5478 350.0 5400 5404
6Hi Real estate .. . Loty LOSEL 1,055.7 10021 1,064 1 LO65 9 106094 1,070.2 106K A4 1,1¥70.2 10712 10721
o4 Revolving homwe \L[lll(V 780 797 799 800 81 ey 79.3 98 M6 nY 798 800
65 Othet . 916.3 9713 9758 982 2 939 K62 900 | Y4 OKE.R 9904 9914 gy2.2
66 Consumer 4810 S00 2 SC0.3 503K 5074 SHY 5100 5009 SIS 5119 5128 stt7
67 Secunty® 519 555 §2.2 SL2 5249 507 40.8 461 482 40.7 456 433
08 Other o Lo 1805 195.8 1942 [96.5 199.6 108 8 20.7 2003 1997 2020 207 021
9 Interhank loanst, 1714 1844 1716 1818 187.8 1874 184.6 180.4 1169 1779 179.8 1849
70 Cashoassets? [87.0 2022 19014 1891 1963 1912 1015 futa 1843 1943 189.3 2008
71 Other assets® o 1827 1864 187.0 I88.7 1874 200.1 2050 2053 21406 2050 2007
72 Totul assets’ 3,582.9 3,706.7 3,687.6 36989 37213 37245 37308 37408 3730.2 37468 3,742.7 $,750.6
Liahihuies
73 Deposits 2451 25169 2546 25402 25451 25913 25539 25458 23519 2,558.9 25610
14 Transaction 7825 FRUR T56 8 759.5 7454 7390 YA 7203 7204 T38.1 7420
FAl Nontiasnsaction 1,662 5 1,762.1 17778 1,789.7 177 18104 1,8220 L&Y 1,822.5 1,820.8 1,821.0
76 Tage time .. L. 2483 i 4 2743 256 Xiva 283} 2855 2852 2803 2858 2838
77 Other 14143 14877 1,5060.5 1,5040 15208 15273 1,536.6 1,534 3 1,536.3 1,535.0 1,5372
18 Boitowmgs .. 56712 57401 57710 5911 58S+ 5821 576.1 5686 5198 5703 580 3
79 From banks w the |, S 1764 1741 1835 1844 1839 183.% 180.6 1789 183.8 175.7 1819
80 F1om nonbanks m the U S N KT 4010 oS 4067 4005 988 V5.5 K97 061 AHNLO 3985
81 Net due to related foreign offices 829 90 s L) 8.6 882 7 161 7600 164 74.8 7.4
82 Other Habthues®. . [47.2 1539 1471 I5t8 (464 1559 155.8 1565 1581 1559 1535
83 Total liabilities 32428 3,360.2 33354 3,340.0 33707 3,365.1 1,367.0 33619 33468 3.366.3 33659 33712
84 Residual (assets less habilines)? . 1506 6 S 3522 35849 WO 1594 018 7960 314 3805 3708 1794
Not seasonally adgusted
— — — — i B i E
Assers
85 Bank credn .. 31,1024 3.185.0 3187 % 3,190.7 12143 32088 20103 31,2044 32045 1208.5 3,200.3 3,200.1
86 Sceutties i bank uulll 8454 8432 RI8.6 8462 8409 84K.5 8393 R293 832l HH () 8293 8243
87 LS, government secanies 0380 6120 6377 6366 0389 0370 628.0 6235 6242 6240 0228
B8 Other secunties . . . 2074 2112 2109 2AW6 208,00 2108 2107 2059 208.0 2053 2005
89 I oans and leases in bank Lruhb 2 Jﬁ/() 2,324 2,31 2.344.5 2,3674 23654 23120 23750 PRYEE PRYINE 23767
90 Commeraal and ndustoal 5842 S40.2 544 5 S51.7 5538 506 3494 5487 SA8.0 54972
91 Real estate LOSLO 10524 10504 10606 10630 1,068, 1 107tk 1,069,3 10701 10714
v2 Revalving humL Lq\llly 18,1 79.5 ™S 792 708 796 7.3 799 ma ™Y 80.1
03 Other ... . DI 97La 9730 977.2 Y810 DhRY:S URK.E HX).2 9896 YH.2 BV
et Consumer 4785 5048 5008 109§ SoL7 5012 506 3 5(KL2 S076 515 510.5
95 Secuntyt .. L S50.5 539 532 SL3 539 49.5 47.0 448 463 45 "\ 434 411
90 Other . 1809 195.4 1926 1929 196.0 196.2 2000 201.5 2005 2.5 [DOAY] 2025
97 luterbank loans? 168.2 189.1 1753 1805 185.7 1808 182.6 177.6 V759 1743 169.8 2
98 Cashassets’ 1844 2100 192.2 18272 1914 191.0 188 6 18K.9 1831 1900 1743
99 Other assetst 1725 1837 185.2 186.3 1879 1877 2009 2165 2068 2142 2033
100 Total assets’ 35709 37119 36839 36827 37224 3716.3 3726.1 37298 308 37295 | 3700.2 37511
Liabltties
101 Deposits 24494 2,529.4 25082 252046 25484 25483 25440 25403 25518 25434 25214 2,564 6
102 “Teansacton . Tia8 T8I 417 7422 7590 JARN 7827 7247 7255 7184 TS 417
103 Nontransacthon . ..., 1,664 7 1,745.7 1,745 1,778 3 1,789.4 1,799.6 LBIL2 1,824.5 18264 18251 1,820.0 (8230
104 Farge time ... 2484 2006 2758 2738 2770 2827 2829 285.0 2853 2863 286.5 284.8
105 Other 1,416.3 14760 1,4%4.7 1,504 O 1,512.4 1,517.0 1,52813 1,5389 1,541.1 1,538.8 1,533.5 [RREA
106 Bonowings 5716 Rt 5732 5605 576.4 5845 5876 SB2K 576.3 S88.1 5799 5864
107 Lronn banks m IhL us 1738 1924 [75.6 178 5 1841 [82.8 1834 177.8 1767 179.3 (o6 180.1
108 Fram nonbanks m the 1S, 081" 389.6 W76 90y 0 017 442 405.0 RS 4087 410.% 4008
109 Net due to related toreiga UIIILLs 818 9229 v2 3 845 850 932 78S 5.1 1272 AL 711 787
110 Other labdlities®, 0 L, 137.0 1534 1523 148 8 1528 147.9 1562 155.8 1555 1578 15544 154 8
F1E Total liabilities 32299 3,3574 31,3260 33234 33624 3,358.9 3,360.3 3,3029 33558 33632 RRARL) 3,382.1
112 Residuad Gassets less labihites)? 10 3544 79 35,4 3600 3874 1594 609 367.0 360.3 460,4 3690

I Cavers the tollowing types of mstitutions me the ity states and the Distriet ot
Columbta domestically chattered commercral banks trat submit o weekly epott of condion
(arge domestied; other domesteally chartered commerctal banks (sl demestie); hiaiches
and agencies of toreign banks, New York State avestiuent compames, and Falge Act aid
agreeinent cotporations (foreign-related mstitutions). Excludes interiational bankmg facibi-
ties Data are Wednesday vafues, or pro 1ata ave: s of Wednesday values Larpe domestic
banks constitute a wverse; data for small domestic banks and toretgn related mistitutions ae
estimates based on weekly samples and on guantec-end condition eports, Dataate adysted
tos breaks caused by reclassifications of assets aixl babihities

2. Excludes federal funds sold o, reverse tepuichase agicements with, and loans to
commercial banks m the United States

1. Consists of seserve repurchase agreements with broker dealers and Toans o purchase
andd cany seeunties,

4 Consists of tederal tunds sold 1o, reverse sepuichase agrecments wih, and loans to
commercial hanks i the United States

S5 Inclwdes vault cash, cash ttems m process ot collection, demand balances due from
depository mstitutions m tie United States, balanees due how Federal Reserve Banks, and
othar uish assels

6 Excludes the due-tions posttion with telated foretgn oftiees, which is included in lines
25,53, 81, and 109

T Excludes uncatned meome, reserves for fosses on loans and feases, and 1eserves o
transier isk. Loans ae eported gross of tiese itens,

8. ixcludes the due o posttion with related torergn ofices, which 1s included in lines 25,
53, KL, and 109

9. This bulancing tem s not mtended as aneasuze of equity capital for use in caputal
adequacy analysis,
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1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS
Millions ol dollars, Wednesday liguies
1996
Accant e e e - - R -1 - -
lune 5 June 12 June 19 lune 20 laly 3§ luly 10 taly 1 July 714 uly 1
ASSE S
I Casheand balances due frome depository mstitutions [REWRIS 110,322 125,851 110, 185 19,56/ (32N 1 L64Y 100,121 130,333
2 US Treaswy and povermnent seemities 277,018 273,018 271,003 27283 AR IR RIS RVARED) 71E830 170,139
3 Trading account ., 21,150 18,054 18,345 17,982 0,003 19,343 18,671 18,847 ML
4 Investinent account . L L, 250,504 254691 293258 25,851 IN5,62% 299,109 255,108 235,980 EANRUD]
5 Montgage-backed sec mlll( N 115901 FLS,590 [1-H558 119924 116,361 116,19/ 119,085 115,351 116,003
Al others, by mahiuny

o One year o less 33,750 [ARUEN 33013 33,015 33,00 D917 14601 34 ST
7 One yeat thiough frve \«(u\ 49,418 57,420 87022 59,007 85 o), 109 59,800 AUNEA) 59361
] Mate U fve yeas YRWIY 47,660 47,968 6,70 45,980 15,900 0,616 40,1061 17,065
9 Other secunties (21,631 124,182 123001 120014 12183 121616 127,600 119,324 ARV
10 Badmg account 0L 1,677 L8 2380 2,002 > H08 L RAY KR 2 221710
1 Invesiment aceount 03,475 63,710 6411 03,689 03,403 67,880 62,978 02,305 022 /8
12 State and lovad gove ||unu\\ lw matunty ., 18 ebel 18,548 18,775 18,819 18,4013 18,508 (DB 18,658 I8, 110
14 One year o1 less . 3,000 3,018 3,995 Lol2 03 L0 3,807 3,704 3810
It More than one yewm . . L L1580 14,624 L 179 L8143 | 1,669 11,048 L1592 (1RO 1 HROR
t3 Other bonds, corporate \ln(k\ aml \uunlux 45,030 45,200 45,336 11,8t 15,100 J4,918 FLATR 437y 13,509
16 Olhier tading aecount assels RENYDS 58,625 560,970 56,004 RIERIRR SO.HME S/ SERIS 4O IRY
17 Tederal funds sold” 112,854 115,308 110919 FLLYL/ 102,635 105051 105,300 113366 116850
18 To cotmmerctal binks et lu l nnul States 81,728 82001 TV,250 83,251 91,058 15,201 1176 75500 8INTL
19 To nonbagk hokers and dealers i secunities 26,024 28,320 26,292 22,0608 5,029 15,048 25,731 RV 2208
20 foothes” .oooooos o0 L Lo 4 885 2371 0055 N A8 s LONY 1,259 6,600
21 Other Touns and leases, l'l“\\ 44444 1,208,900 1,208,139 1,305,751 1,300,656 [,333,950 1,327,943 IR RN ] 1 32857 1330, /98
» Comnercral wnd idustorad 159, 700" 193 4R As7.000 357,71% 303,054 199,346 160,80 60,3241 361,180
23 Bankers acceptances and unmmum] ]npu . 1,300 1401 1,390 1,34 1,369 1404 143/ b3 1,530
24 All vthey e 354,35 35,0804 190,939 §50,380 361 888 357,082 159,470 358,87 35001}
5 US addressees . 351,755 349,871 153,000 353,78 % 399,193 355,173 356,540 359,965 N0 1Y
26 Non-[1'S addressees 2,597 2,604 2637 2,609 2,690 2059 2832 2007 2820
27 Real estute loans .. L 506,019 S0,727 508,608 SO8. 198 921651 521 806 S22 00 ARRRRY) REROIN
28 Revolving, home equity 48,092 ARS8 18,594 48,851 W18/ 49,224 49529 ORI} 19,881
29 Allother .. 45792/ 459,592 460,04 450,343 [ RN 172,582 v/ 72,731 3030
300 Fo mdividuals for personal expe ditures 250098 251031 253,280' 255,230 254,099 199,840 61301 0281738 201937
3 To deposstory and Gmsmcral instiations 75891 75,821 75,087 15,479 19,800 71,0635 814X 17,282 004
1P Commercial banks i the United States AL 10Y IANDM 43,189 43, i‘)(» 12,500 EERAE] 15,983 [BIREEY 43551
33 Baoks w {oegn countoes LT 348G 3,389 3 IRERY] 4, 5()/ 647 BR.E1 5,492
4 Nonbank deposttory sud othes I|n<u|u.\\ m\lllulums R 28,014 20071 285249 IR, ()“) 24,580 29,030 27,884 8,001
35 Dow purchasing and canyig secuites 15856 15,106 PR 15,602 15.0H 1 1sal 180} 13186
36 To hinance agnealtutal production 0,813 6,893 1,065 7,243 1,205 1.080 /305 1,059 154
37 o states and pohtical subdivisions 10,38 ¢ 10,163 10,392 10,520 1,613 10,600 10 6YY 10.690 10,605
8 To toreign governments and oflicial III\IHlllIUII\ 1,095 [, 106 1,207 1,006 1,079 1,016 (IR 9601 9N
39 All ()llul foans YRR 25,107 26,179 60,723 245080 13,023 ’5 500 26,100 Jo00
40 I ease-tinancing tecervables IYRYA] AR013 481860 18,883 RURIH 49,567 RONAN] ROR{R] 50521
41 L1ss: Uncarned meome 1,939 tURY 2002 2,003 1L O88 2018 24037 2148 KRR
42 Foan and fease eserve 33,091 13,204 43,284 33,153 34617 13,607 313 7K2 /81 44957
43 Other Joans and leases, net L 1,263, /64 1,267,908 1,270,165 1271500 [,2O8 315 1292303 1,208.394 1,196,908 1,296,709
A4 Aldl other assets 168,659 158,521 {58,079 157,831 1779949 [FANY R 173 688 173218 175842
48 Totalassets .~ o0 00 Lo 2,063,343 2,041,883 24061,280 2,046,580 2,116,700 2,081,290 2,095,534 2,076,792 210216

Loolnotes appeat on the loltowmy page,
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1.27  ASSETS AND LIABILITIES OF LARGE WEEKLY REPORTING COMMERCIAL BANKS-— Continued
Millions of dolars, Wednesday figures
1996
Accouat —ry
LJum- 3 June 12 June 19 June 20 July 3 July 10 July 17 Tuly 24 July 31
Liasines
40 Deposts oL 1,238,748 1,230,539 1,230,209 1,220,262 1.289,53K 1,264,586 1,263,211 1,253,938 1,283,224
47 Denand deposits 0 Lo0 7,003 31011 111,034 305,247 334,354 314,641 313,598 304,755 33,1039
48 Individuals, [).Illllnlxhl[h and un]\nhlllmn 271,951 267,381 202,712 260,880 286,262 272,047 209,945 262,340 284,903
49 Oter holders .o oo e 45,001 44,230 48,323 44,301 48,001 42,594 43,653 42415 46,237
30 States and political subdivisions ... 7,790 9,318 9,059 8,647 7,715 7.816 7,03% 0,328
sl US. government ... 2,432 4,319 2,005 2,466 [,081 1,619 1,705 2,321
52 Deposttory mstitttons i the Unl(ul \mlu ........ 20,565 21,596 19,480 22,760 20,002 19,370 19,596 214440
53 Banks i foreign countries 5933 5464 5,492 5861 5,439 6,871 5,108 4,560
54 Forergn goyernments and otlictal uhmulmns ....... 588 569 555 761 539 802 523 R0/
55 Certified and oflicess” checks 0 0 Lo oL 6,922 7.057 7,279 7.587 7,218 7,115 7,424 7,700
50 Transaction balances other than demand «lvpusn\" 72,100 73,6084 72,220 70,019 FO413 70,631 69,991 70,901
57 Nontransaction batapees .0 oo 846,828 R45,401 R43,795 8BRS, 166 879,532 878 U813 879,192 K&, 144
58 Individuals, parteisiups, and corporations . ... 817,297 R16,880 815,778 857,087 851,281 850,729 850,882 852,651
59 Other holders e 29,534 28,6011 28,017 28,079 28,251 28,254 28,310 28,534
o0 States and political \Ilhlll\l\l(lll\ 23,587 22,6048 21938 22,007 22,179 22,0589 2213 22489
ol (LS. goveriment . 4014 4,000 4,030 4,242 4,004 4010 4,008 +026
02 Depository nhulullmn n llu Umited Smlu Coe . 1,631 1,633 1,724 1424 1,53 1,675 [,663 1,582
63 Foretgn governments, official mstitutions, and banks . 299 08 306 400 536 509 S0 430
64 Laabiliies ton borrowed mnucyx ..................... . 408,777 400,126 414,678 413,207 406,560 400,223 412,173 400,513 407,417
065 Botrowings trom Fedeial Reserve Banks . AU [§} Q0 3,522 0 0 [§] 0] 0 1381
06 Teasury tax and foan notes L PPN . 580 2710 24,581 22,963 0,043 2,692 12,316 18,540 22,630
67 Other Yabdites for borrowed nlungy 408,197 W7 416 391,578 390,244 A00,416 RUZASY] 30,857 3R1,073 383,006
a8 Other labifities Qoeluding subordmated notes and ‘Iuhumms) Lo 218940 213,405 213,780 214996 214,170 200,008 202,799 213,759 ROV
69 Total labilities ........ ........ 1,866,471 1,844,069 | 1,863,667 | 1,849,464 | 1,910,268 | 1,873,906 | 1,488,184 | 168,200 | 1,902,096
70 Restdual (total assets less total liabibuesy' . Lo 196,872 197 814 197,013 197,115 200,432 207,183 207,351 208,583 208,120
M MO

T Total Toans and leases, goss, adjusted, plus securies® L 1688.351 | Losso83 | 1689292 | 1,680,570 | 1700892 | 1710572 | 1715058 | L7100208 | 670003
72 Time depostts mamounts of $100.000 or more ... 126,160 126,540 (26,010 1260132 130,282 130,983 141,296 132,154 30,448
73 Loans soll omnght 10 althates” 1,020 1,014 1,000 9849 980 974 967 DAL 95]
74 Conwnerctal and indostal . . .. 204 26:d 204 263 203 263 2634 203 203
IS Other oo oo oo s L e 755 750 736 725 717 71 704 avs 089
76 Foteign branch uullt LXILINILLI lo Us e \ukmx‘” 28418 28,132 20,051 28,033 28,993 28,681 28,623 28,729 28,859
77 Net owed to related mstitutions abroad GRR20 74965 72,643 78,224 73,058 67,012 6R,578 72,397 71078

I Includes certificates ol participation, issued or guanuiteed by agencies of the US,
government, 1 pools of residential mottgages

2. Tncludes securtties purchased under agaeements to jeselt

3. Inchedes allocated transien risk reserve,

4, Includes negotiable order of withdrawal (NOWs) and automatic ttanster serviee (A1'Sy
accounts, and telephone and preauthonzed tansters of savings deposits.

5. Ineludes botowngs only trong other than divectly refated mstitations

6. Includes federal tunds puichased and secunties sold unden agreements 1o repurchase

7 Pl balancimg e s oot wtended as @ measae of equaty caputal for use o capitd-
adequacy analysis.

8. Exeludes lToans to and federal funds transactions with comunercial banks me the
United States.

9 Afhihates include a bank’s own toreign branches, nonconsotidated nonbank aliiliates ot
the bank, the bank’s holding company (f not a bank), aind nonconsolidated  nonhank
subsidianes of the holding company

10, Credit extended by forcign branches of domesticably chastered weekly reporting banks
o nonbank 1S esidents. Consists nainly ot conmmiercrat and mdusuial toars, but orcludes
an unknown amount of credit extended (o other than nontmancial businesses.
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Asscls and Liabilities

Millions of dollars, Wednesday figures

A2l

1990
Account —— —— e S — - Ty 7 T 1T
hune £ June | June 19 June 26 July 3 July 10 July 7 July 24 July $1
ASSE TS
I Cash and halanees due hrom L|A'|Y(l\i|<|l)
aistitutions . 15,94 15,613 15,994 19,533 15,588 15,069 15480 15,065 15,508
2 Us Iummy and y(w\lnllunt up m)
segttlies RURD 50,413 SLOTR 40,962 50,301 SLU07 S1,E0s 51,780 52,247
: Othar seeutdties A e e 44,020/ 43,204 40,347 40,2778 19,819 40,200 40,838 40,101 40,252
4 Federal tunds \nld ..... 26,0 30,215 29,399 21,389 28,122 28,779 24,406 20,480 20,710
5 To cormegegl banks iy llu L nllul States 7,30 0,078 1,787 0,285 06,072 0,06/ 6,531 4831 5074
6 Toothers ... .. .. 1894 24,138 21612 20,104 22,050 22,112 21,875 21,650 21,036
7 Other loans and beases, )-uns e e e 186,690 188,397 100,581 190,630 t03,652 192,435 194,750 194,530 tu4,731
& Commercial and industial 120,200 120,539 121,100 121,958 122,713 121,868 123,290 123,294 1224401
9 Banhers aceeptinees and come lu.ll |mpu 1,94 5,066 4,887 4,969 9,096 1979 4,958 4,951 4,718
10 All othet Co . FIs, 300 115473 116,214 116,98 117,678 110,880 118,339 (18,344 117,684
1 LLS, addiessees 109,080 100,234 109935 109,927 HOR850 109,970 111,360 {11,388 110,747
12 Non U.S. addiessees L 6,230 0,241 6,279 7,001 6,827 0919 6,979 6,950 6,930
13 Loans secured by teal estate 20,040 20,054 20,147 20,291 19,979 20,108 19,848 19,837 19,890
14 Loans o depository and hnaned
nstitnuons 15.0/0 315,300 35 97K 36,04 3/,352 V1,509 §R,774 I8, 497 19,340
15 Commerendd banhs ai the Ugited \l‘ms 3,100 3,258 007 2,735 278 2,11 2,/08 2,586 2,584
16 Banks m foteign countiies .0 0 o 3,00 3,075 3074 3,120 5,434 3,214 1,508 3,351 3,370
17 Nonbank financial usututions, ... . 2151 2RU7R 20890 30,881 3,800 31K 12,546 12,460 [T
I8 bor pmchasmg and canyig sccunties 5,8 5,143 S142 4,991 500 5,300 5, 4dd 5,490 5,472
19 o foreign governments and offic 1l
mstitutions . P 58 49 791 783 A I8 77N 87 933
200 Allother....oo.oo 0,741 6,155 6,822 0,500" 6,855 6,855 6,019 0,731 0,690
21 Other assets {clams on nowme Lt ul pazm 5. w78 18,507 314043 33,030 32,04} 36034 L1044 34,490 35,740
22 Total assets’ 397,02, 399,306' 391,745 348,649' 87,099 387,109 AR8BRI 388,071 393,033
[LaABE LS
2% Deposds o credit balances owed 1o other
Hian ditcetly related mstitutions . LIEo8: 110,595 108,608 108,311 104,020 140,582 109,187 109, 304 109,190
24 Denund deposits” . o0 0 o0 Lo 32 1,45 4402 4,380 4,208 4,008 4,060 3840 4,192
25 hdvieuals, ]1.uluuxln|»\ .m<l uupm.llmm ol 3487 3,503 3,084 3,504 413 4,015 3,223 30
20 Other . . 700 (IRt O] GUG 00 a¥3 (18 6lo 6
27 Nonhansaction accounts L Lo (06,76 106,450 104,146 103,941 Y9818 102,486 105,124 105,405 104,997
28 Individuals, pirtierships, ad unpnmllmu . I8, 01 71181 5870 76,005 73,741 14807 76,480 76,329 75,548
29 Other . 280100 28,003 28,270 2127 206,044 21,619 28,041 AR 29,449
30 Bovowings hrom other than \lmuI\
related mstitutions R, /20 86,17/ 84,/ 14 81,6010 B304 K1.804 78,508 80,900 6,068
o ledead tunds puchased” o0 . 49,830 52,350 50,500 49,987 93,052 52,091 AR,081 48,649 53,073
32 From conmmetcral banks lh< Unied \Llln\ 14,99, 11,245 11,002 10,202 11,635 10L08Y 1,897 9,042 1 3,688
33 From othery . PN 7,38 41,116 39,507 10,786 42,018 42,001 40,186 39,607 19,985
34 Other ludbnlities (o1 hmmwul o ) o 12,890 33,827 14,200 3,623 30), 329 20712 0,512 12,251 12,195
35 To commerctal banks m the Uwmted \I«\(( S 381 070 4,024 4,241 3,953 129 3712 4,612 3,041
36 Tootherss oL JRAR 20,850 10,181 27,487 26,377 25584 26,800 28,639 28,754
47 Other Tabilities 10 mmul.nui ||.ullL\ 67,49 62,490 55,318 56,290 85,741 50,051 55,704 55,5638 57,354
38 "Fotal liabilities” 397,623 399,306 391,745 388,649 387,099 387.109 RLL® LR 388,071 393,033
MIMO
39 Folal loans (gross) and secunities, ml|ll\l«'ll/ ..... 206,471 300,088 2049 549 29923 305,106 029706 305,859 305,481 305,082
40 Net owed o relaed msttunions alrowd 107,300 107,667 112,345 21 116,692 fle6ts 120,544 116,686 102,577
L. Includes secanties purchased under apreements o geselt 3 Includes securies sold under agieements o repurchase
2. Includes tranmactions with nonbank broketrs and dealers wse annes, 6. For LS, manches and agencies of toregn banks having aonet “due 0™ posiion,
3 For US branches and apences ol toregn hanks havorg @ net “due hom position, ncludes net owed o selated institutions abioad,

meludes net due from elated mstitations abroad
4 Includes other transaction deposits,

7 Bacludes Toans to and tederal tonds tansactions with carmmercial banks m te United

States
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1.32 COMMUERCIAL PAPER AND BANKIERS DOLLAR ACCEPTANCES OUTSTANDING

Millions of dollas, end ol period

Year ending December 1996
liein - - -7 T ——— - - -
1991 1992 1993 199 1995 Jan, J beb Mat, Apt May e
Connnercral papet (seasonally adjusted unless noted otherwise)
I All issuers e . - 528,432 545,619 S55,075 595,382 074,904 685,791 687,669 695,230 710,690 719,069 731,027
Lmancial cnmpiunu\' R
2 Defer placed paper .\[ULII . o Jr2uaa 226,456 K97 2230088 275,815 2RE, 308 203,314 201,600 302,504 01,670 VHL824
o Dueetly placed paper ' wotal, oo . 182,403 171,608 180,384 200,700 J10,829 208,159 208,044 208,880 RERRXR 2214603 223,230
b Nonfinanaal uunpumv\“ e e 133,470 147,558 155,739 164,043 188,260 189,264 186,310 19:4,750¢ 196,352" 195,930 197,267
Bankers dollia acceptances (mot seasonally :|<l|uxh'd)i
. - N —  ~—m T ———- {Ag_‘_
S Total. . .. . . 43,770 38,194 32,348 20838 29,242 3
By holder
O Accepting banks oo oo oL 1017 10,955 12,421 11,781
T Ownbllso 0 o0 o PR 9,347 9,09/ HY 70 101,467
8 Bl bought from other banks . Lo/ 1458 L7t 1,321
Federal Reserve Banha”
< Foreign conespondents {,739 L2770 125 410 0 it i ta . i it
10 Others . . 0 oL P 3,014 76,304 19,202 17,612
By beaviy
11 linponts into Usnited States 12843 12,209 10,217 10,002
12 bEaports bom Unted States, .00 oL 10,351 8,006 1,293 6,355
IV Alather 00 L coolo2057 17890 14,838 13417
I Institutions engaged prmanly me commercad, savings, and mortgage banking, sates, 5. Data on bankers dollat acceptances are gathered bom approximately 100 uastitubions,
pesondl, and mortgage fimancmg, lactonog, hnanee leasing, and other business lendings The reportmg group s revised every lanuary. Begmning, Janwary 1995, dala for Bankers
insurance underwiiting, and otlier mvestment activities, dollar aceeptances will be reported annually in Septesber
20 Includes al) fmanctal company paper sold by dealers in e open market 6 1 1977 the Federal Reserve discontinued operations i bankets dollar aceeptances loi
30 As eponted by fuanc @l companies that place then papen diectty with mvestors, its own account,

4. Inciudes pubhic mitities and s enpaged pomanty msueh actvities as commumea-
tions, consttaction, mdanulacturmg, ninmg, wholesale and retad trade, ransporation. and

services
1,33 PRIME RATE CHARGED BY BANKS  Short-Term Business Loans'
Pereent per year
Date of Chanpe Rate Penod Average Penad Avenge Period Avetage
ate 1ate rate
- - — = ] — -k - — . - e - - — - - R
99t kan, | . . 600 [BOREN .o . 6.00 1994 Tan. .. 600 1995 Jan. . 8.50
FO9E i 1.5 Fely 600 Ieh, 9.00
[994 M 2 6,25 05 L e LRI Mat 6.00 M, 0.00
Apr 19, . . 675 Apt . 645 Api 2.00
May 17 i 7.5 1993 Jan. ..o P 600 May 6.99 My 900
Aug, 1O 708 0,00 June - 7.25 hune 9.00
Nov 15, - 8.5 000 July 7.25 July KR
000 Aup - 7.51 Ang R.75
1995 Feb |- e Q.00 6.00 Sept, .. .. 175 Sepl. LA
July 7 . . 8.7~ 6,00 7.5 Ot L RS
Dee. 20 e 850 0.00 815 Nov R.75
000 8.50 Dec, 865
1996 beb, b 8.8 600
b 10y 996 Jan. ... . 5.50
0.00 beb, 8.2y
0.00 M. K28
Apr. %.25
May 325
Jine 8.25
July ..
Aug.
I Ehe prune rate s one of several base rates that baoks use 1o price shotetenm husmess Repott. [3ata m this table also appear in the Bomd™s FLIS (S19) weebly ad G (4LS)
loans, Flie 1able shows the dite on wheh a new rate cae 1o be the predominaat one quoted monthly statistical teleases For ondening, address, see mside tronl cover,

by @ magority of the twenty five Taugest binks by asset size, hised on the miost secent Calf
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.35 INTEREST RATES  Money and Capital Markets
Percent per year; figuaies arc averages of busiess day data unless otherwise noted
1996 1996, week endmg
ftem 1094 1994 1995 T N
A, May L July June 28 Iy 5 July 121 July 19 Suly 20
MONI'Y MARKEL T INSTRUMINTS
L Lederal funds!* L e o2 42 5.8 5.22 5.24 5.27 5.40 521 553 5.26 5.2 5.25
2 Discount window botowing o 300 3.60 5.21 500 5.00 500 5.00 5.00 5.00 5.00 S5.00 5.00
Commercial puper e
Vo Lemonth s/ 443 A2} 540 5738 5.45 RER) 5.50 5.49 545 5.44 540
4 Fmonth .. 3,22 4,60 591 5.39 5.39 3.49 5.5% 551 552 5.56 554 S5t
5 G-amonth 430 4,93 s 538 542 5.57 5.67 561 563 570 5.09 S 65
Finance paper, duectly placed ™™
6 [ month $12 433 S.81 5.3 5.29 5,35 543 548 535 .36 5.31 5.9
7 3mouwth .. LRI 4.57 578 528 5.20 3.37 5.43 540 5139 545 544 5.4
8 Oanonth .. 315 4.56 5.08 520 5.23 s 5.44 5.48 5.36 5.48 5.45 543
Bankers acceptances ™™
9 Ymonth .. . . L o 13 4.56 581 528 5.29 54K .45 540 543 547 5.45 544
10 6month ., . . . e M| 4.83 5.80 528 531 547 5.57 549 5.52 5.59 5.98 5.58
Cernificates of deposit, secondary market™’
It f-month . FS KR! 4,38 5.87 KR 5.32 5.47 5.47 5,19 5.39 5.40 5 36 5313
120 Bemonth oo oo L 317 4,63 592 536 5.36 5.46 5.3 5.49 5.49 5.57 554 551
1 Oomonth L 3.28 4.906 598 54 547 5.64 5758 5.60 5.69 5.80 ANA 573
14 Fwodolla depostts, S-mouth* ™ § 18 4,63 5.94 540 5,36 5406 549 548 545 554 .48 547
US. Treasiny hiIl.\1
Secondary matket
15 Fmonth oo 300 425 549 4.95 5.02 5.09 S.15 5.00 5.13 S.15 514 S.l6
16 G-month ... (B 4.64 5.56 5006 512 5.25 530 5.22 5.6 5.4 5.28 5.30
17 f-yem R T R R PP 329 5.02 5.0 523 5.33% 5.48 52 5.4 5.49 55 547 5,53
Auction average !
18 Tmonth ..o L L .02 4.29 5.51 499 5.02 5.t S/ 5.0 5.12 5.21 519 514
19 Gmonth ..o i1 4.66 5.59 5.08 5.12 5.26 542 521 522 .4 5.6 5.30
T B N LR 5.02 5.69 5.7 5.31 5.50 5.49 556 na. na [T 5.49
ULS, TREASURY NOLIS AND BONDS
Constant maturites'?
21 f-ycum 348 5.42 5.94 5.54 5.04 5.81 5.85 579 582 §5.90 .80 585
22 Zyew 405 5.94 6.5 500 610 6.30 6.2/ 6.25 6.25 6.34 0,22 .25
23 $-yein . X 0.27 025 o1 6.27 6,49 6045 0.44 043 053 640 Ot
24 S-yem S04 .69 638 630 6,48 0.69 6.04 603 0.60 0.72 6.59 662
25 Teyear ... 5,94 691 6.50 6AR 6.60 6.83 676 676 6.73 6,80 6.71 073
26 10-yem SR/ 7.00 6.57 651 6,74 691 0.K7 686 6,85 099 0.81 0.85
27 20 ye 629 749 a.95 698 711 722 7.4 7.16 712 123 101 702
28 -year e [(RD] 7.37 G 88 679 693 706 103 .02 7.00 7.1 700 702
Composite
29 Mare than 10 years (fong i) ..o . oo 645 Tl [{ICRS 694 7.08 7.20 7.13 7.1 100 121 1.09 710
STATE AND LOCAL NOTES AND BONDS
Moody's series"
0 Ama s . 948 577 5.80 5.02 578 5067 583 590 9490 5.80 5.86 576
3 Baa.... ... 583 o7 6.10 594 597 5.98 5.9 3.96 5.96 592 601 S04
32 Bond Buyer series!? .60 6.8 5.95 5.94 5.98 6.02 592 5.97 5.94 6.00 5.88 586
CORPORA T BONDS
33 Seasoned ssues, all mdusties™ L 154 8.26 7.81% 7.80 7.1 8.00 7.5 7.96 792 8.02 792 193
Rating gronp
34 Am o, L 723 7.97 7.59 750 762 7.71 7.05 7.60 7.62 773 1.61 1.62
IS AG 7.40 8.15 172 7.08 777 187 182 183 179 1.89 19 7.8
A L e 758 8.28 781 7.83 7.04 8.02 .97 197 o4 8.08 194 798
37 Baa .. Lo 793 K.63 R.20 8.9 8.30 8,40 8.35 8.36 8.32 B2 §.42 8.34
3% Adated, weeently offered utihty bouds! oL 7.46 829 786 1.90 R.02 813 LX0) 797 8.23% 8.09 8.01 806
Miwmo S
Dividend price ratio’
9 Common stochs . o o0 Lo oo 2.78 2.82 256 2.24 2.2 2.21 2.28 222 2,19 225 242 235

1. The daily effective federal funds tate 1s & weaghted average of rates on trades thiough
New York brokets.

2 Weekly figares we averages of seven calendar days endig on Wednesday ot the
cutient week; monthly figures malude cach calendar day in the month

3 Annualized using a 360-day year tor bank interest.

4 Rate tor the Federal Resesve Bank of New York

5. Quoted on a discount hiss,

O Aitaverage ol offenng tates on commerctal paper placed by several leadig dealess o
finns whose hond rating is AA ot the equivalent

7. An average of oftering rates on paper ditectly placed by lnance compaines.

8. Representative closig yields for acceptances ol the highest ated money center banks.

O Anaverage of dealer olfenng rates on nattonalty traded certificites of deposnt

H) Bid rates tor Butodolla deposits a approximately 18:00 am. London time Dati awe
{or indication puposes only

11, Auction date for daily data, weekly and monthly averages omputed on an issue-date
basis,

12 Yields on actively taded issues adjusted to constant matuttties. Somee: 1S, Depait
ment of the Treasuy

13, General obligation bonds based on “Thuesday higutes, Moody's Tivestors Service

14, State snd local government general obligation honds matwmg m twenty years aie used
in compiting this mdex. The twenty-bond mdex hias a1ating toughly equivalent fo Mouodys®
Al ating Based on‘Tharsday figuies

15 Daily figmes tiom Moody’s Investors Serviee. Based on yields o matunty on seiecied
long teim bonds.

16 Complation ot the Federal Reserve. This series 1 an estimate of the yield on tecently
oflered, A-rated wtility bonds with a thity-yea matunty and five years ob call protection.
Weehly data are based on Friday quotations

17, Standard & Paor’s corporate senes Common stock ratio 1y based on the 500 stocks 1
the price index.

NOtE, Some of the data m this table also appem i the Bowd's 1145 {S19) weekly and
G 13 (@15 mouthly statstical 1eleases, For ordering addiess, see inside tront cover
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1.36° STOCK MARKET  Selected Statistics
1995 1996
el atog 193 1uo. oS = — — — -— - - - 1 -— -
Nov. Dec. L Jan, b, Mat. Apr. l May June Juty
ces and Gading votume Gaverages ot daily tiguesy!
Comanion stock prices (indeves)
I New York Stock I'schange
(e, 3, 1965 50 . 249 71 254 16 209118 317 58 327 90 32022 346,46 673 347 50 354,84 3158.32 345.00
2 Industeal 300 L0 115,32 6740 108 .66 412,11 41308 43592 439,55 141,00 A452.63 458 W
3 Lransporiation 242 08 24707 270014 3K 06 353 300 44 35,29 2477 3206442 334.00 331.57
b Uulity L1455 10196 11064 11949 (2308 127,09 135,51 12283 1.4 124,86 123.60
5 bFmance 216995 209 7y 23848 200,12 274 30 274.96 290,97 290.44 28792 29043 20:442
6 Standmd & Poor's Corporation
(udl 1 451063 16092 541072 59553 61457 614.42 0649 54 G617.07 adl 1/ 601,23 008.50 01406
7 Amencan Stock achange
(Aug A1, 1973 S0y 43877 RAVRY dOR.13 52993 538.01 540 4% 562,34 560509 580 60 600,93 591.99 S50.16
Voliwne of vading (thatnands of shares)
8 New Yok Stock [achange . D63, 874 200,652 345,729 360,199 384,310 6,018 43,607 420,198 419,941 404, 184 492413 398,245
4 Amcrcan Stock xchange 18,188 17951 20387 16,724 21,085 21,009 27,007 22 988 24,886 28,17 23,904 21,081
I N EEN SN
Customer imancing (nullions of dollins, end-of-penod balances)
r—— 717 — T 7 ] -
10 Margin credit at broker—dealers’' 60,310 61,160 76,680 71,875 76,680 73,530 77,090 78,308 81,170 86,100 R7,160 79,860
Free credit batamies at brokery”
L Mangin accoms” 12,360 11,005 16,250 15,590 16,250 14,950 15,840 15,770 15,780 16,590 16,800 17,700
12 Cash accounts 27715 JRRT0 31340 20,340 34,340 32,405 31,700 14113 33,100 313,760 3, /75 12,945
Margio requiements (percent o) market value and ellecuve LLHL‘)I
Mar L1, 1968 June 8, 1968 May 6, 1970 Dee. 0, 1971 Nov. 24, 1972 Fan, 3, 1974
F— — _ 4 —— ——
13 Margm stocks 70 80 05 55 065 S0
14 Convertible bonds 50 a0 Sy S0 50 50
1S Shoe sades it Hl) 05 S5 [$53 50
Vo Dandy dation poces e avastabls npon teguest o the Boad of Geveinors For smdenng prachase and Gury “marpm secmmies” Gas defined e epukationsy when such aedas

addiess, see mside ront covel

2 1 July 1976 aimancial proup, composed of banks and wsarance compannes, was added
1o the group of stocks ow whieh the index s based, the mdex s now based on <00 indostiial
stochs (tonmerly <1233, 20 Gasportation tormetly 15 ruly, 40 public utthity (omsedy 60), and
0 haneral

3000 July 5, 1983, the Amencan Stock Bachange sebased s mdes, eflecnvely cuttg
previous readimgs mhalf

Lo Smee July 19830 under the revised Regalanon ‘T, margin credat at broker dealers has
wchided credit extended apainst stocks, convertible: bonds, stocks acquired thiough e
exercse of subsenption nghts, carporate bonds, and povernment secunties. Separate 1epoit-
my ol data tor macgm stochs, convertible bonds, and subscrption issues was discontimued m
Apul 1981,

A0 Taee aedit batances e amonnts i daccounts with o wefulfted  commmtients
brokers and e subject o withdiwal by customers on demand,

6. Senes imtated in e 1984,

7 Matpm requaenients, stated megulatons adopted by the Boad ol Governanrs pursicuit
o the Seeunites Tachange Act ol 1934 Tumt the amount ol credit that can be used 1o

collateralized by seeunities Margin sequuements on seeutities other than options e the
duflerence between the market value (100 percenty aned the maximunt foan value of collateral
as prescrbed by the Boand, Regulation I wiss adopted eltective Oct 15, 1934, Regulation U,
cftective May [, 1936; Regulanon G efective Man, 11 F968, and Regulation X, eflective
Nov 1, 1971

On lan 1, 1977, the Board of Governors Lon the fust tine established m Regulation I (he
it margin equited for wnting options on seeusities, setting it at 30 pereent ol the eurnrent
nirket vadue of the stock underlymg the option, On Sept. 30, 1985, the Board changed the
requined atial marg, allowing 1t to be the sine as the option mamtenance matgin reqaied
by the appropoate exchange o sell-tegulatory orgamzation; such mamtenance mangim rales
must be approved by the Secunties and Exchange Commission. Fiieetive Jan. 31, 1086, the
SEC approved new mamtenance margin rules, perputting mangins (o be the price of the option
plus 15 peccent of the madket value of the stack andedyng the opoon,

Eftecnve June 8, TORR, margas were set to be the price of the option plus 20 percent of (he
minkel value of the stock undetlymg the option (or 15 percent mthe case of stock nides
options),
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1.38  FEDERAL FISCAL AND FINANCING OPERATIONS

Mitlions ol dolls

brseal yeuw Calendar yea
Lype ol accamt or operation 1996
1994 1991 995 - - - - - -- - - - - - - -
Leh M Ap May fune tuly
S I)m[yw(‘
1 Recapts, otal [INRERE R 1057737 1,459,213 89,340 80011 03,880 90011 (51019 TOARIS
Y On budget L. . . . L] DRENAT 1O 34 6012 50,617 Lo, 1744 GOO0 LI6, 718 200
i O budgpet .. . . [ IURE 335,070 151,079 2R3 12,4301 A2.06100 [ORPRH 35,201 286101
A+ Outlays, total, . . 1 HBLT7S {160,841 {919,143 133,014 136,286 130,991 [RENEE 17818 130,909
5 On budgel R R . [ RRE: 181,69 1,230,409 105,111 108,305 105,131 {1480 10101 101,151
6 O budpet . . . . 00,58/ REERYRS JRRO01 EYACRE R 259862 YR80 13,05/ 204495
7 Swiplus or delicnt (), otal . . 254,110 208,104 163,920 44,095 4127 12,394 54,298 L1010 21,0960
8 On buwdger L . SO0 K/ 58,758 236,345 1,199 S LOKE 35,6014 8 E 4RO 17,557 DA
9 O budger . 15,4 SY,051 062,419 501 (R} LG, 150 1,082 M54 2,00
Soitrce of fuiancing ttoial )
100 Bouowiy hom the public . . LY I8y 341 1/1,288 1000 39,189 1541060 M.683 RO19 9098
[T Operanpy, cash (dectease, of mcease ) . 6,083 16,5601 2,007 6,297 9284 oy 13,809 151y 1,067
12 Other PN i . L 38 1,196 5,301 DR 197 10478 FELLEE K03/ 1201
Mo
13 eastny operating baliance tlevel, end ol
penod) . . . 9060 13,940 IO 30,157 RIS 18,828 IR RLRIRR 36,711
[ Fedenal Reserve Banks . . 11, 89 G818 S032 70010 [AWERR 5057 1.101 6,830
15 Lax and loan acconnts 1, [ 79,094 29,429 RERFA] 14853 $/0R At 30,332 29930
1 Swee 1990, ofl budget stems have been the soctd secunts iost funds tederal old ave net pam o loss for US, cureeney valuanon: adjostioent, net pan or loss tor IMI loan
survivors nstrasee wd federal disalihty msuranee) and the LS Postal Serviee valuatton adpustinent, and profit on sile ol pold
2 Ineludes special drawmg rights (SDRs), aeseive posttccn o the U8 guota i the SOURCE Montldy totals, US Department of the treasuy, donthiy {reavay Statement of
Internatonal Monctay Fund (IME) Loaus 1o the IME, ot cash and maonetary assets, Recetpis and Outdavs of the US Government, liscal year iotads US Oliwee of Manageiment
accrued mterest payable o the pubhic, allocations of SDRs, tleposit funds, unseellancous and Budget, Budget of the US Government

Labihty (mcludmg chieeks outstandingy amd asset accounts, serordge, maement on gold,
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1.39  US. BUDGET RECEIPTS AND OUTLAYS!

Millions ot dollars

Yisval yem Calendin yeat
N R
Source o type 1994 1995 1996 1996
1994 s P — —7— — —}—- - -
12 HI 2 H1 May June Juty
RECEIPIS
I All somrees ... ... . s .| 1,257,737 1,355,213 625,556 710,542 656,402 766,631 20,044 151,919 103,813
P Lidhwvidiad cone taxes, net oL . S5eb3,055 590,244 273,118 307,498 202344 347,285 20014 60,816 49814
3 Wathheld ... .. P . . 459,699 499,927 240,003 251,398 256,916 204,177 45,399 35,041 AR,072
4 Nowwithheld L o0 o o0 o0 160433 175,855 42,029 132,00 43,100 162,782 6,352 26,926 KRR
5 Relunds ... G . 10T 85,538 8787 75,959 10,058 79,735 21,850 2,061 1,891
Corpuratmm home \.\xm
G Ghoss eeepts e e P 154,208 174,422 78,393 92,132 88,302 96,480 3,64/ 37,950 5,656
7 Retunds ... 13,820 17418 1,747 10,399 7518 9,704 1.077 992 081
8 Soctal msuianee lnxu .uui unlluhulmm IlL( 461,473 484,473 220,140 201,837 224,209 271,767 48,670 45,583 39,258
9 Laployment tases ik contiibutions” . 428 810 451,045 200,615 241,557 211,323 257,440 38,104 44, B8R 36,940
10 Unemployment msianee .., A 28,004 28 878 11,177 18,001 10,702 18,068 10,153 400 1,939
] Other net recepts Lo PN 4,601 4,550 2349 2279 2247 2,254 417 295 372
12 Excise taxes. o 57,484 0,178 27,452 0,014 25,682 RNRE] 4,310 4,508
13 Customs deposits ..o PP 19,301 11,041 8,848 9,849 8,731 1427 1,450 1,712
T Bstate and gt taxes .0 o000 L 14,763 7,067 7425 7,718 8,775 1S INE] 1,259
15 Miscetlaneous |uc|pl~’ 31,944 13,169 15,750 11,374 11,620 1,929 1,663 y
OUILAYS

16 All types . ... . R P 1,460,841 1,519,133 752,150 760,824 752,511 785,730 143,342 17,818 130,909
17 National defense . N o 281,642 272,060 141,885 135,048 132,870 133,439" 26,000 19,769 22,541
{8 Internatidnat aftans . e 17,083 16,434 11,889 4,797 6,994 8,074 L, 165 837 497
19 CGeneral science, space, and I& Lhnu]ngy . (6,227 16,724 7,604 R.611 8,810 8,897 1,581 1,53 1,660
20 Frewgy | e - 5,219 4,936 2,923 2,458 2,201 1,355 210 822 187
21 Natad resomees .nul ulvummlun e 21,004 22,105 11,911 10,273 12,633 10,238 1,757 1,543 2,062
22 Aptwultuie L AN L 15,0460 9,773 7623 4,039 3,062 71 t75 t24 843
23 Comumerce and housing ciedil . . S, 108 L, ] 4,210 13,937 4,412 7.334 250 £,368 304
24 lmnspnn.umn P . 8,000 39,350 21,835 18,193 19,031 18.291 3,324 1,185 1,648
25 Community and regional (ILV(IUIHIIL‘III - 10,454 10,641t 6,283 5,073 6,164 5.237 K26 K96 959

26 bducation, g, coployment, aid
mLi.lI SCIVICSS. . . 46,307 54,203 27,450 25893 24,912 26,137 3,901 3,903 3108
27 Health ... . Lo N 107,122 115,418 54,147 59,087 57,008 59,057 1,201 09,762 10,077
28 Suctal seemty and M Llluut AP Lo 464,312 495,701 236,817 251,975 251,387 264,649 46,72/ 14,731 45,376
29 Income seanity . L o 214,081 220,449 101,800 117,190 104,04 1" 121,032 21,407 11,332 18,189
300 Veterans benefis and sevices oo . 37,042 37,938 19,761 19,269 18,684 I8, 164 5,251 1,570 3,255
31 Admimmstiation ol }\I\IIL& . . 15,256 16,223 7753 8,051 8110 9,021 1,083 1,327 1,989
32 General L()VL‘H]IIILHI P - 11,303 13,835 7355 5,796 7,621 4,041 180 1,755 54
13 Net mterest” . - . 202,957 23207 109,434 16,169 1Y9,351" 120,579 20,359 18,977 20,311
34 Undistnibuted oll\ullnp ILL(I')I\ P o 37,772 44,455 200066 17,631 26,991 16,716 2991 2,630 35413

I Functional detads do not sum te total outlays for calendin year data because revisions o
monthly totals have not been distubuted awmong functions, Fiscal yein total tor receipts aid
outlays do not conespond to calendar year data because revisions from the Budget have not
been tully distnbuted actoss months,

2. Old age, disablity, and hosprtal msurance, wd rarlioad retsenient accounts,

3. Federal employee retnement contutbutions and covil serviee retieement and
dsatnhty fund.

4. Depostts of earnimgs by Lederal Reserve Banks and other niscettaieous wecenpts.

5 Iocludes mterest reeetved by tiust funds

6. Rents amd royaltics tor the outer continental shelf, 1S, government contributions to
employee wetnement, wiid certan asset sales,

SOURCE. Frscal yem totals US Ofhee of Management and Budget, Budget of the U.S.
Government, Frseal Yea 1997, mombdy and halt-year totads. TS, Depattment of the Trea-
sy, Mowthly Heaswy Statement of Receipts and Outlays of the U8, Government.



1.40  FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION

Billions ol dollus, cnd of month
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e

I'ederal debt ontstanding

'

Public debt secunities

3 Tleld by public. ... o Co
4 Held by agencies . .
5 Agency securnties, Co

6 dleld by publie. ... . ..
T leld by agencres L
8 Debt subject to statotory bt ...

9 Public debt seewities .. L
10 Other debt’, o

Mia10
Statwtory debt ot e e

....... 0

June 10

— — —

4,673
y 4,016
‘‘‘‘‘ [WEN
1,208
L 8
27
‘‘‘‘‘‘‘ 4,559
4,559

0

4,900

1994
Sept, 30

4,721
1603
3,480
1213
2

29

0
4,605

4,608
8]

000

Dec, 31

) et

4,827
4,800
3543
1,257
27

27

)
4,711

471
0

1,900

M 31

4,891
4RO
3010
1,255
27
26

0
4,775

4774
0

4,900

1995

- -

wie 30

el

4,861

4,801
0

4,900

Sept, 30

5,001
974
3,693
1,321
X7

2/

0
4,485
+.R8S
8]

4,900

5,07
4,960
3,684
1,305
08

28

4]
4,900
4,900
0

4,900

5,030

5030
[

5,500

1990

June 30

5,197
5,164
nwa

i
({4
[{P 0

5,073

5073

0

5,500

L. Consists ol guatanteed debt of TLS, Treasury and ot

cderal agencies, speeitied

ruticipation cettificates, notes to aietational lendumg ompanizanons, and Distret of Colum-

bia stadwm bonds.

SOuRcE, ULS, Department of the Treasuey, Monthly Statement of the Public

(mted States and Treaviny Bulletin

L4l GROSS PURBLIC DEBT OF US.TREASURY  ‘T'ypes and Ownership

Billions of dollais, end ol period

Debt of the

Lype and holder

I Total gross public debt .. .. s

By type

2 luterest-beating ... L .
3 Marhetable

1 Bills ... . ...

5 Notes ...

6 Bonds . .. e .

/ Nommathetable!, ... -

8 State and local povernment series .
9 Foretgn tssues?’. L e .
10 Goverament .. oL

Il Public, ... e
12 Savings bonds and notes

14 Government account senes”™ ... -
14 Non miezest-beanmy Lo e

By holder

15 US Deasury and other dederal apenaes and teust funds 000

b Jederal Reserve Banks oL
17 Private investors . .
18 Commetcial banks e
19 Moncy maket funds .

200 Insutance companies . .
21 Other companies B

22 State and tocal teasunes™®

Individuals
23 Savings bonds . 00 oL
24 Other seeunties . oo

25 loregn and mtetational’ ik
20 Other mseellancous investors™ Lo

1992

41770

41730
2.754.1
6577
1,608 9
4725
1.419.8
1535
174
374

0

155 0
o435
3.1

10478
302.5
283199
2944
799
197.5
192.5
503.3

157.3
13t
5497
6073.5

1993

4532 %
2989 §
AR X}
1,764.0
4959
1,542.9
1495
435
435

.0
LaY 4
11500
14

11535
$340
3,047 4
3220
80.8
2%L5
2130
0059

119
1379
6230
[t ]

1994

4,800.2

4,769 2
L1260
1338
1,867.0
510,14
Lot
1326
1.5
425

0

177 %
1,259 8
3.0

1.257.1
174.1
3,168 0
2001
676
240.1
226.5
AR

1805
1507
088 6
840 5

L.

1995

4,988.7

4,964.4
3307
700.7
20104
5012
1037 )
1045
40.8
408

0
1819
1,269.6
PN

[FRUZRY
910
3,204 9
28011
T3
2520
288
438

1850
1627
8018
90K.K

4,974.0

4,950.0
1,200.5
1425
19803
8220
1.6u0 2
113.4
ANt
41.0

0
181.2
13243
233

1,320 8
1741
32705
2890
o420
2408
2240
K4y

1835
162.4
8481
K735

(VA

Ot

4,988.7

1,961.4
13072
60,7
20103
5212
1.657.2
1045
40.8
40.8

0
1819
1,299.6
3

1,304.5
W10
3,204.9
280.1
3
2526
2288
IR}

185.0
162,/
Kol.8
Y088

0l

S117.8

5083.0
3,375.1
8l
20041
S3d.1
1,179
90.5
A4
A0t

0
IR0
1,357.7
A48

1353 8
3KLO
34808
2810
873
545
290
3.0

185.8
16144
930.1
910.7

1990

na.

L Incldes (ot shown sepatately) secutitios ssued to the Rurar Electitication Adninistes-
tion, depository honds, retuement plan bonds, and dwidaal tevsment bones,
2. Nontmahetable series depomuated in dolfars, and senes denonnmated e foreign cn

teney held by {oegners,

3 Held almost entirely by ULS, Treasuey and other federab ape oes and tust funds,
4 Datafor Federal Reserve Banhs and U'S povernment agencies and trast tunds aje actual
holdmgs; data for otlier groups are "hieasuy estimates

5 Includes state and lTocal penston funds

6. [n March 1996, v tedehmtion of series, tully defeased debt bached by nommahetable
federal secuntios was removed hont "Other miseellancous mvesioes™ and added to *State il
local treasunes.”™ The data shown here have bheen revised accordingly.

7. Consists ot investments of Larergn balances and international accounts ne the United

Stages

8. Includes savings and toan assocttions, nonproht mshtutions, credht unions, nitual
saviags hanks, corpoutc
deposa accounts, and fedetally sponsored agencies.

SOURCI

sension st taads, dealers and brokers, cedain US Ficasmy

LS, Treasury Depmtent, data by type ob seeunity, Monthly Statement of the
Public Debi of the United States, data by holdey, freasury Bullean
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142 US. GOVERNMENT SECURITIES DEALERS  Transactions’
Millions aof dotlars, daily averages
1996 1996, week ending
Item ;
Api May June June 5 June 12 June 19 Tune 20 July 3 July 10 July 17 July 24 July 31
i
OUIRIGH T TRANSAC] I(lNS“
By type of secwury
I US Treaswy bills . .0 .o 55,901 47,278 52,915 57,129 53,849 55,294 47,770 51,172 45,975 46,754 44,730 45,143
Coupon secutities, by matunty
2 Five years on less, A 97,216 94,630 99,169 O8,44{} 108,694 96,599 92,450 99,001 89,231 102,734 101,135 76,322
3 More than five yews . L $1,971 449,383 43,649 41804 48,800 42796 36,010 50,178 53,013 48 832 40,111 37812
4 bedesad ageney .. o L L 28,930 29,141 33,225 29,123 0,317 15,178 35,404 306,166 35,730 34,710 35,317 34,819
5 Montgage-backed .o 34,788 35,929 45,542 15,943 56,857 31,260 21,370 27,774 82,724 41,762 27,477 24,319
By type of counterpuarty
With interdealer broker
6 US. g 112,758 1,032 113,378 111,907 120,241 JIRENH 101,372 113,246 106,315 [15,848 108,081 91,951
7 bedetal agency 795 661 04 496 752 K2R 707 ST8 629 748 002 665
8 Mortgage-hacked 11,0/9 13422 13,267 15,522 19,210 11,399 8,498 11,6024 18,210 15,609 10,056 7,890
With othey
9 US Teasawy oo 82,330 80,205 82,355 8Y,526 85,103 81,230 74,804 87,765 31,904 82,430 77,896 67,327
10 Fedeal agency ... IR b4 28,470 32521 28,026 29,565 34,350 34,757 35,591 15,108 33062 34,654 34,154
I Mongage-backed ... L 22,808 22.507 22,278 20,42t 37,647 19,861 12.87% 16,150 14,509 26,093 17,121 16,429
FUTURES TRANSACLIONS
By type of dehiverable secinity
12 U8 Treaswy il ... 369 410 539 481 Ty R6l 121 250 265 alo nil. 100
Coupon secutitics, by matuuty
13 Iwve years orless. .. . oo 1,203 1,550 1,761 2,158 2,064 1,046 1,020 1,781 1,494 1,945 1,774 1,086
14 Mote than five years | 11,717 12,854 12,742 14,370 15,340 13,997 8,484 11,299 11,484 11,291 1L071 9,513
15 Federal agency . . . 0 0 0 0 0 0 0 0 0 0 0 0
16 Mougage-backed . e 0 0 0 0 0 §] 0 8] 0 0 0 0
OPITIONS ‘|'I{AN\'/\('II()NS"
By type of underlying security
17 US Treasmy lls 0 o000 0 0 0 0 0 1] 0 0 0 0 0 [¢]
Coupon seeunties, by maluiity
18 Faive years on less oL 1,582 2,294 RIRY) 2,255 4,289 2,502 2,329 3,186 1417 2,187 1,978 1,588
19 Morte than five yews .. . 3773 4,057 4,494 4,562 5,585 4753 3,252 4119 4,800 40064 3,654 3.644
20 Fedanal agency .. ... L 0 §] 4] 0 0 0 8] 0 0 (} 0 1)
21 Moutgage-backed ... o0 Lo 1,110 1,046 780 971 1,288 467 5K 740 1,089 590 613 489

1 Tiansactions we maket puichases and sates ot secutihies as reported o the Federal
Reserve Bank of New Yok by the ULS. govemment seeuries deaters onals published list ot
prmaty dealers. Monthly averages ate based on the number ot trading days 1 the month
Transactions aie assumed evenly distiibuted among the ading days of the repoit week,
Immediate, forward, and tututes tansachons are weported at puncipal value, wiuch does not
include acerted mterest, options transactions are reported at the tace value of the undetlying
seeunnes

Dealers report cumulative transactions for cach week ending Wednesday.

2 Ouuight nansactions indude mmmediate and tonwand tansactions Immediate delivery
teters to purchases o sales of securities (other than mottgage-backed federal agency seewni-
ties) tor which delivery as scheduled m five business days ot Jess and when-issued™
secunities that settle on the issue date of oftermg, Transacions tor vvnrediate delivery of mortgage-
backed agency secutities include purchases and sales tor which delivery s scheduled in thiny business
days o1 less Stupped seetnties e ieported at wsuket value by matanty of coupon ot corpus

Forward transactions are agreements made in the over-the-counter market that specity
delayed dehvery. Forwand contiacts lor US. Treasury seeunties and tederal agency debt
seeurtties ae mcluded when the time to delivery is moe than five busmess days. Forward
cantiacts for mortgage-backed agency secuntics ae ncluded when the time to delivery s
more than tarty busmess days.

3 Futwes transactions ae standaidhized agreements wranged on an exchange. All futues
trmsactions are weluded regandless of time to delivery,

4. Options tansactions are piwchases o1 sales of put and call options, whether atanged on
an organized exchange or e the over-the-counter market, and melude options on fulaes
contracts on U'S ‘Treaswy and tederal agency secunties,

Not, "na indeates that datacace not published because of msuflicent activity.

Major changes w the tepo torm tiled by promaty dealers mduced a hreak m the dealer data
sertes s Of the week ending July 6, 1994,
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Positions and Financing'

1€ 96 1096, week endimy
Item - I B I 7 D T T T - 1  — 1
Apt ’ May June hune & he 12 June 19 June 20 huly 3 July 10 Tuly 17 Tuly 24
Postions”
NEEOULRIGHT POSTTIONS
By type of secunity
T US Treasay Wills Lo . IFNIY) 15447 13,791 28,159 22,380 8,445 4,991 4,854 10,113 12,921 23280
Coupon secunties, by watnty
2 Fave years on dess . 7071 ERERI 961 3,042 10, 342 LORo LRI 11.023 1,059 8,160
3 Mote than five years ... 24102 20,940 22315 21,501 21,000 20,230 19,366 17,599 19,276 20,244
+ bedenal ageney . 206,566 22,350 22,055 24,935 22,368 22,229 17,632 18,206 22818 24,189
5 Mottgage-backed | 12,5818 35,764 16,270 45,004 5000 35,872 38,30/ 37,003 39 L 443,305
NIFLFUTURES POSHTIONS
By tvpe of deliverable security
O VS Treasiy lls o0 3,500 4,625 2,000 3,484 2,941 1157 1,049 1,081 1,574 2118 3,220
Coupon seeunities, by mataty
/o lave years on less . 1473 032 O5¢ 7 4066 1,017 200 2,002 LY7R 2079 1,015
8 Moge than five years 4,285 SO 77108 4,910 5,945 5,821 10,124 14,031 1,211 12,557 15,104
9 edenal agency e 0 0 0 0 0 0 0 4] 0 0 0
10 Motlpage-backed ., 4] ] ) §] 0 §] 4] 0 0 i} 4]
NE T OPTIONS POSITIONS
By type of deliverable secunny
LE LS Teasury nlls . 8] 0 0 4] 0 1] 3] 1} [§] 0 3]
Coupon seedntes, by auaunity
12 Tive yoms o1 less o, 1,542 119 25108 1,808 2276 3,009 2,190 132 G08 1,058
14 Maone than hve yems 1,081 703 (D] 735 ERR 70 1,308 18K 1,162 3,229
L Fedoral ageney ... 0 0 0 0 0 0 0 i . 0
1S Mortpage-backed .. RRIEE 002 3,075 J 1,405 J %‘/)'/‘)J _’,‘)HJ 2,896 J 2,886 J 2548 J 2,004
l‘nmuclup,s
N M = 7 I B B - 1T " 1T - 1 - - 71" T/ 0 - -
Reverse repurehase agreements “
16 Overnight and continung 750,00:4 25.U88 243,405 245,548 28277 248,074 242,786 255,040 207 488 204,405 250,700
17 Teim oL 407,590 15,182 403,119 428448 470,543 A7, 190 479,431 450,945 RYARES] 488,031 507,791
Sect ey horowed
18 Overngnt and contunung 166,90 17 105 L9642 182,616 181,178 182,804 173,201 177,206 182,408 185,499 182017
19 teom .00 oL 67,330 6087 60,592 58,906 61,003 6,316 61,212 61,379 59,185 58,4974 04,132
Securres received ay pledye
20 Overght and contimumy 3,215 188 5,063 4501 4,446 54424 Sl 5,005 5,503 4510 060
21 Term - 53 52 82 47 91 (2 86 M| 56 56 49
Repuachase agreementy
22 Overnight and contmumy ... 517,919 450,390 540,745 556,952 SOk, L4 545,801 508,525 832,327 563727 S68,301 60,9913
23 feun . 309,259 39,940 409,145 362,346 413,262 415,376 e 08/ 405 814 HE2038 424,209 4482
Secnrines louned
24 Ovenupht and continimg 4,708 L8O 5,341 5,571 S,/ 5,800 1636 4,010 4,697 4915 4,384
25 term L. 20l 5,004 3,160 [} 0 0 0 3,100 L3 3,159 3,924
Secu ey pledged
26 Overnight and continumg 7,160 46,54 | 45,317 45,388 47,1066 §1,382 40,054 319,843 40,852 17,837
27 letn L. oo L 8,918 0,584 0,010 6,003 6,060 7,19 7,604 7.595 6,560 0,668
Coflateratized foans
28 Overmpht and continung 12,819 1,687 10,828 11,827 12,080 0,00 0,955 11,023 15,662 15,602 11,200
209 e .., 438 et 1,327 1,270 1,470 1,289 1,284 1,289 1794 1,189 1.28Y
W0 towl o0 14,045 12,091 [2.155 13,097 (3,550 12,200 8,739 19,4802 {7,456 16,791 15,549
MIvo: Matehed book®
Securines i
31 Overmght and continuimy, . 2-hEAR0 2 HOO8 243,847 236,593 230,204 250,199 244,804 293407 270,860 271,578 205,571
2 Team . . 40 HL0tR d41,172 448,381 413,953 459,074 454,905 461,804 439,546 460,576 475,035 497,723
Seawities oul
A3 Overght and contimung 362 930" [EERYUS Sbb 0042 347,594 350,820 350,05 331,951 345,504 /4,155 369,901 169,718
L T REDVR{E 37,019 A53.804 309,423 345,288 360,676 185,213 357,154 361,575 379,006 307,820

I Data tor postttons i finanemyg e obtamed trom ieports submitted to - the Federal

Reserve Bank of New York by the LS, govermment securities desders on s pubiished Tist o
prumary deaders. Weekly ipwes are close of busimess Wednesday data Positions for cafenda
days of the report week e assined 10 be constant. Monthily averages e fased on the
nuniher of calendar days o the nontls

20 Sequnities posttions are wepotted at ket vatue,

30 Net outight posiions inchide immedate ad torward posittons, Net annnediate posy
tions tcTude secutities purchased on sold (other than imongage baked agency secunties) that
have been dehivered or we sehieduled 1o he delivered m five business days o less
“Cwhen issued” seeurities thiat sertle on the ssue date of oftenng, Net immedeate pusitions for
mortpage-lacked ageney secunties mclide secuities puiclised or sold - that have heen
debvered o are seheduted o be delivered i thuty business days o less,

Fotwind positions teflect agreements miade n the over the counter market that speaiy
delayed dehvery. Farwaid contracts tor TS Treastny secunties and tedesad agencey debt
seeteties are mcluded when the tme 1o delivery s more than § ve bustiess diys. Torwaid
contracts for mergage-bached apency secutities ae meladed when e tme 1o delivery s
mote than thidy business days

b Fotures posttions reflect standindized agreements atanged onan exchange. All tutnes
posttions wre meluded regardiess o e to delivery

5 Overmight fusmeiny 1efets o agreenients made i one business day that matiee oo the
Aexl busimess day, continmag onracts aie agreements that iemanin efiect tn more thaa one
busiess day but have no speciie matinty and can he jemmmated wathout advance nonee by
ehier padty) tenn agrecmients hive o ixed matwnty of moe thaie one business day Fuaancing
data e reported in s ot actoal tunds paid or recerved, meluding acerued usteaest

6 Matched-book data wefiect financial mtermediation achivily in whiel the botrowing ud
lendimy tansactions ate matched, Matehed book data e meluded i the tmancemy bicak
downs given above The reverse tepurchase and repurchase ambers me not always cqual
because of the “matchimg™ of secunities of diferent values o dsllerent types ol collaeiahiza
o

NotE o mdicates that data are not pubtished because of pestlcient actvity.

Major changes nr e seport form filed by primary dealers indueed a break w the dealer data
seties as ot the week endimg Tuly 6, 1994
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES Debt Outstanding
Millions of dotars, end of period
1996
Agency 1992 1993 1994 1995
Jan. Feb. Mar. Apr. May
I Federal and federally sponsored agencies. . ................... 483,970 570,711 738,928 844,611 836.820 | 840,384 | 846.807 [
2 Federal agencies. Lo 41.829 45.193 39.186 37.347 37.273 31.986 31,284
3 Delense I)qmmmnl 7 6 [ 6 o o 6
4 Export-import Bank>! 7.208 5.315 3455 2.050 2.050 2,050 2S
5 Federal Housing Administration 374 255 16 97 31 35 52 n.a. n.a.
6 Govermment National Morgage A\\Utl.lllt)n Lullilt.lh.s of
mruup.nmns n.a. na. na. n.a. na. . n.a.
7 Postal Service” ... 10.660 9732 8,073 5.765 5.765 300 300
K Temessee Valiey Aulhnnly 23.580 29.885 27.536 29,429 29421 29,595 28911
9 United States Raidway As\nu‘nmn n.a. n.a. na. na. na. na. n.a.
10 Federally sponsored agence T 442141 523452 699,742 807.264 799.547 808.398 815,523 837,570
11 deral Home Loan Ranks . 114.733 139512 205,817 243,194 234,604 233,404 3 242437 243.389
12 Federal Home Loan Mnru_.nnL C rpur.mun S 29.631 49.993 93279 119961 120,868 123,777 136,185 141,248
I3 Federal National Mnll" 166,300 200,012 257.230 299174 297,657 304,059 306.361 305,050
14 Farm Credit Banks® .. 51910 53,123 57.379 58,659 57,536 60,815 61,197
15 Swdent Loan Marketing A 39.650 39,784 47.529 47.673 49.495 47.052 46,735
16 Financing Corporation” 8,170 8170 8170 8170 8170 8170 R.170
17 Farm Credit Financial Assista 1.261 1.261 1.261 1.201 1.261 1,261 1.261
I8 Resolution Funding (‘mpm.num 29.996 29996 29,996 29,996 29,996 29996 29, 996 29.996 29,996
Mi:mo
19 Federal Financing Bank debt'™ ... 154,994 128,187 103,817 78,681 78,512 68,037 66,725
Lending to federal and federally sponsored agencies
20 Export-lmport Bank 7.202 5309 3.449 2,044 2,044 2044 2,009
21 Pastal Service® . 10,440 9.732 8.073 5.765 5765 300 300
student Loan keting /\\w( wion . 4.790 4.760 na. n.a. naL n.a. n.a.
23 “Tennessee Valley Au|hnnly .......... 6975 6.325 3,200 3200 3.200 n.a. na. n.a. na.
24 United States Railway Association® na n.a. n.. na. na. n.a. na.
Other lending™
25 Farmers Home Administration. ..o oo oo oo 42979 w619 33719 20018 21ms 21018 21015
26 Rural Electrificaion Administration . . . 18,172 17.578 17,392 17.144 17.026 17.040 17.049
2T OMer. 64,430 45804 37.984 29513 29462 27.638 26,352 A

1. Consixts of mongages assumed by the Defense Department between 1957 and 1963

under family housing and homeowiers assistance programs,

2. Includes panticipation certilicates reclassified as debt beginning Oct. |, 1976,

3. Om-budget since Sept. 30, 1976,
4. Consists of debenture
claims, Onee issued, these securities may be sold privately on the securit
5. Centitic of participation issued befc
Mo
of Heatth. Fducation. and Weltare, the Depariment ol Housi
Small Business Administration, and the Veterans /\(|I“Inl\lhlllul'l
6. Of-budget.

sucd in payment ol Federal Housing Administration insurance
s market.
cal-year 1969 by the Government National
¢ Association acting as trusice for the Farmers Home Administration. the Departinent
¢ and Urban Development. the

7. Includes owstanding noncontingent fiabilities: notes, bonds, and debeniures. Includes

federal A
are estimated.

ariculiural Mortgage Corporation: therefore details do not sum 1o total. Some data

8. ixeludes borrowing by the Farm Credit Financial Assistance Corporation. which is

.\hnwn on line 17,

Before Jate 1982, the association obtained tinancing through the Federal

"in.m(ing Bank
[k l Iil Borrowing excludes that obtained from the FEB. which is shown on line 22,

10. The Financing Corporation, established in August 1987 10 tecapitalize the Federal
Savings and Loan Insurance Corporation, undertook its first borrowing in October 1987,

1. The Farm Credit Financial Assistance Corporation, established in January [988 (o
provide assistance to the Farm Credit tem, undertook its first borrowing in July 1988,

12, The Resolution Funding Corporation, established by the Financial Institutions Reform,
Recovery, and Enforcement Act of 1989, undertook its lirst borrowing in October 1989,

13, The FFB, which began operations in 1974, is authorized 1o purchase or sell obligations
issued, sold, or guaranteed by other federal agenc Because FIFB incurs debt sotely for the
purpose of lending 1o other agencies, its debt is not included in the main portion of the table to
avoid double counting.

1 Anchudes FFB purchases of agency assets and guaranteed loans: the latter are loans
guaranteed by numerous agencies, with the amounts guaranteed by any one agency generally
being small. The Farmers Home Administration entry consists exclusively ol agency assets,
whereas the Rural Elecurification: Administration entry consists of both agency assets and
ruaranteed loans.
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145 NEW SECURITY [SSUES  ‘Fax Excapt State and Local Governments
Mulions of dollars
1995 1996
Type of 1ssue on issuer, 1093 1994 I — . _
O sy
Dec. Jan, Leb. M, Apr, W May June July
N _ . I — -k — —
I All issues, new and refunding' . . ... 279,945 | 153,950 | 143,101 16,978 11,545 11,598 15,244 13,199 14,991 16,533 11,162
By type of ivsue
2 Genetal obligation . 90599 | S4.404 | 55,737 5,480 0,074 2004 4,840 5,083 5,470 06,494 4,078
3 Revenue ... 0 Lo 189,346 99,546 86,555 11,480 5471 9,535 10,398 81106 9,515 1,04} 7,084
4 27,9499 19,186 (4,215 951 i,030 69s Gtid 920 2,847 1,047 6RO
5 178,714 95,8960 91,419 11,678 7,052 7,820 10,141 9,571 9,824 9,899 6,923
6 Municipality, county, or township ... 73,232 38,868 36,658 1,349 2,863 3,083 4,199 2,102 2,300 5,587 1,559
7 Issues for new capital . . . 91,434 | 105972 94,412 11,070 6,517 6,383 10,621 9,487 9,594 13,8604 9,364
By use of proceeds
8 Liducation .. ..., 16,831 21,267 24,926 2,908 2,065 2,220 L84} 2,142 20442 1453 1.859
G Transportation . .o 9,167 10,836 11,887 1,178 513 359 tadty 682 778 1,390 547
10 Unlities and conservaton . 12,014 10,192 9,618 1,664 439 S82 802 592 1,308 74 OR4
[1 Social weltme . .00 L, 13,837 20,289 18,612 1,014 933 Y04 2718 1,669 1,704 §,192 2074
12 ndusteiad aed o0 000 oo L 6,862 8,161 6,566 1,428 122 110 785 751 102 4144 320
13 Oer puposes oo o Ry | 827 | 20518 2121 2183 2,202 2,965 3651 2,940 4481 3,574
Par amounts of long tenn issues based on date of sate, SOURCE  Secuuties  Data Company  begmning Jasuary 1993, Lavestment
2. Includes school distucts, Dealer’s Digest before then
146 NEW SECURITY ISSUES  US. Corporations
Millions of dollis
1995 1996
Type ot e, oftering, 199.4 1994 1995 L R _—
e Issuet
Nov RN Jan lch Mar. A, May Juoe
- e — - -+ —_ — - —
L Allissues' . 0 769,048 583,240 1 55,349 40,149 49,520 62,115 55,606 48, 844" 69,176 606,233
2 Bonds® ... . L 646,6. 4 498,039 i 47,568 34,019 44,764 52,955 48,256 36,344" 55,894 53,492
By type of offering
3 Public, domestie L. R 487,009 165,222 408,806 43,830 32,219 39,443 45,072 41,419 10,585" 46,825 45,440
4 Prvate placement, donwestic Yo 121,2.6 76,005 na. n.i. ni. a i n.d. n.a n.a na.
S Sold aboad ... (8,779 56,755 76,910 4,232 2,494 9,321 6,984 6817 5,759 9,064 8,046
By indusny group
O Manulactuimg, .. PN 88,160 41,423 42,950 4,017 3,203 3,992 2,522 3,345 2,503 5,937 5,439
7 Commerctal and miscellancous 0 Lo 38,549 L7135 RYARD) 4,178 3,009 2,297 2840 3,803 2,603 4,933 4,272
3 Transportation 108.6 64,867 5,127 225 1,240 6ot S84 137 120 819 8500
9 Public utility 56,340 13,322 LY 485 085 1,9006" 905! 188! 444! 691 1,144
10 Commumication . ... . L L. 31,040 13,340 18,158 3,333 048 748 2,091 2,253 724 L1487 2,231
I Real estate and imancral SR G 380,352 369,769 15,340 25,742 35,217 43,354 17,041 29.890" 42,320 1,658
12 Stocks” ..o 122,414 85,155 .. 7,781 5,530 4,756 9,161 7,410 12,500 13,282 12,741
By type of offering
13 Public prefenie: S 18,857 12,570 10,964 2210 890 2,167 3,258 96/ 2,000 1,660 3,195
14 Commen | e e e 82,007 41,828 57,809 5.571 4,640 2,589 5,902 0,443 10,500 11,622 9,540
IS Puvale pluu‘lnunl‘ PO N 20,900 24 800 I, na it na, na. ni. (TN na
By industry group
16 Manufactuiing . . ... .. o w2 17,79% 2,200 081 295 1,544 2030 3.968 2711 2,08%
17 Commercaal wkl miscellancous .0 0 oL 29,701 15,713 na. 3.274 2,032 2,521 2,659 1571 4,022 5,064 0,444
I8 Transpoitation 207 2,203 o7 156 3R 141 242 37 122 189
19 Pubbicunlity o0 o0 100 2,244 36 322 S 809 319 149 147 569
20 Commumnication 3,439 494 4] 0 200 122 100 144 1,205 837/
20 Real estate and tuwanaial o000 o0 0 o o004 46,733 2,160 1,739 1,588 3,119 1,130 4,079 3,789 2,015
. Frgares tepresent gross proceeds of issues miatunng, in more than one year, they ae the 2. Monthly data cover only pubiic ollermgs.

principal wmount or aumaber of wints caleutated by multiply ng by the offering price. Figmes
exclude secondaty oflerings, cmployee stock plans, investn ot companics other tan closed-
end, intracorporate ransactions, cquities sold abroad, and Yankee bonds. Stock data include

ownership seemitics issued by limited patnerships

. Monthly data are not avinlable

the Federal Reserve Systernn.

SOURCE. Begmnmg July 1993, Sccunties Data Company and the Bowd ol Goveors ol
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1.47  OPEN--LND INVESTMENT COMPANIES

Mitlions of dotlus

Net Sales and Assets'

ltem 1994
I Sales of own shates’ L 841,280
2 Redemptions of own shares ., P .. OHY9. 823
Y Netsales’, .o 141,463
BASStS Lo 1,550,490
Y Cash® L 121,296
6 Othet e e e o | nA20008

1993 1996
1995
Nov, Bec Jan. leh Ma, Apr Muy June
871,415 70,499 94,719 112,332 90,370 93,856 101,310 96,501 88,115
099,49/ 52727 67,945 75,354 60,198 65,748 81,005 00,419 69,072
L/191R8 17,772 20,774 36,978 29972 28,108 20,105 27,082 19,044
2,067,337 | 2,032,958 | 2,067,337 | 2,143,I85 | 2,I8L,70F | 2,212,517 [ 2,293,491 | 2,356,307 | 2,363,024
142,572 141,489 142,572 150,772 144,320 142,697 148,777 145,554 144,275
1,924,765 1,891,470 1,924,765 1992414 | 2,037,101 2,069,820 | 2,144,713 2,200,752} 2,218,749

P Data one sales and oedenptions exchude money marthet muotusl funds but mclude
Imuted-matwity mucipal bond tunds Datacon asset posttions exelude both money market

mutual tunds and hmged-neatonty mumcipal bond tunds,

2. Includes remvestiment ol net meone divedends Eacludes remvestment of capital gams
distibutions and shaie issue ol conversions from one tund ta anather in the sanie group,
4 bxeludes sales and redeptions resolting from transters of shares mito o oot ol money

marhet mutual funds withun the same tand famly

1.48  CORPORATE PROEFITS AND THEIR DISTRIBUTION

Bullions of dollars, quatterly data at seasonally adjusted annual rates

4. Manket value at end of penod, fess custent labilitees,

5. Includes all US, Treasury secunities and other short-term debt secuntes

SOURCE, Investment Company Institute Data based on tepotts of membershsp, whieh
comptises substanttally all open end investment compames iegistered with the Secunties and
Exchange Conmmussion Data teflect underwiitings of newly formed compantes after thein
uutial offenng of secunties,

Accownit 1994

1 Profuts witly inventory valuation and

capital comsumption adjustinent e Lo 46
2 Profus betore tases. o0 . .. IR
3Prohits-tax labihty oo F 1638
4 Prohts atter taxes . J 3005
5 Dividends .. L L o 197.%
6 Undistnbuted prafits e 103.2
7 Inventory valuation . . . . e . . 06
8 Capital consuwnpuon adpstment . S e 6.7

19494

: 529.5
5312
199.3
13159
Mo
' 124 %

199.4' 1995' 1996

1995 —
03 04 0l 02 03 04 Qr 02
S86.0 551 570.9 560.0 562.3 o1y 645.1 653.8
5084 550.8 5724 594.5 589.6 6042 6422 644.0
2187 2004 2135 2173 214.2 2187 2334 236.7
180.2 474 158.8 77,0 375.3 3855 408.8 N7 4
2274 2125 MER 217 224.6 2347 2199 2431
1528 134.9 140 3 155.5 150 8 150.8 168 9 164.4
8.1 165 28 519 23 9.3 88 17.4 130
15.9 18.8 214 17.4 150 14.6 16.5 20.4 2.1

SOURCE U S, Departaent of Commenee, Survey of Current Business
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Assets and Liabilinies'

Rillions of dollars, end ot period; not seasonally adjusted
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1094 1995 19940
Accomnt 1993 1994 oy - —— 1 - — | — - —1 —- |-~
Q3 L Q4 01 Q2 03 Q1 Ql
ASSELS
I Accounts recevable, }ll(ls\' 482.8 5510 6l4.6 521 SS1.0 S68.5 386.9 947 614h0 021K
2 Consumer L., 1165 1348 152.0 1301 1348 1358 1487 1162 1520 1519
3 Busmess, L. L90 337.0 3759 3172 $37.0 519 3018 362 4 3759 RO Y
4 Real estate i 78.5 76.6 785 8.8 R4 80,1 8006 8.}
3 LSS Reserves for unemned moome 0.7 55 501 55.0 8.9 621 [ 03 [
¢} Reserves tor fosses, 1.2 124 121 124 129 13, 138 (] 1.
7 Accounts jrecevable, net <209 4835 5373 A600L9 4R35 J96.7 S 51907 837 S40.1"
8 Altotler, .., 1709 1834 210,/ 1772 183.4 194.0 [9R ¢ 19%.1 2104 RRES
O lotal assets ..., ... VIR G669 748.0 0381 (66,9 6914 709.2 7178 748.0 758.9
EIABUTHES AND CAVITAL
[0 Bank [oans 253 212 231 210 202 2L Mo 218 240 73
11 Commereral paper . LA0.2 184.6 184 5 171.0 184 0 I8E.3 I81.3 I8 0 1845 (B
Dedr
12 Owed to puent ... .. L L 427 a1 0 623 500 51.0 529 KA 500 623 03
13 Not elsewhere classitied . ... 06.0 2350 2847 22872 2350 2544 264.4 212 2847 2914
14 Al othier liabilities ..., . . 87.1 99 5 06,2 95 995 iz s 120 {24 1062 12
15 Capital, swiplus, and undivided profies, . AR 757 872 773 5.1 oN 829 8had 8772 911
16 “Total liabilities and capital A9 6069 748.0 638.1 666.Y 0914 700.2 7178 T48.0 7589
[ Incindes fimance company subsidianies of bank holding compares but not of 1etatlers 2 Belowe deduction lor unedned moome and Josses,
and banks. Data e amounts catried on the balinee sheets of finan e companices, securitized
pools e not shown, as they aie not o (e hooks,
.52 DOMESTIC FINANCE COMPANIES  Consumer, Real Estate, and Business Credit!
Millions of doflars, amounts outstanding, end ol period
1906
lype of aedu 1993 1994 1995 |- ——— = o - - - i Bt
han Feh, M, Apr May June
Seasonally adjusted
| Total .. S46,003 | 015608 | 691,616 | 696099 | 700977 | 703,398 | 708343 | 710367 | 709536
2 Corsuner 160,227 176,085 198,861 200,160 202,548 23,2800 205,184 207,027 21,341
3Realestue o0 L0 0 L 17,043 /8910 81077 88,084 KA, 188 80,502 89,043 90,180 93,917
4 Busmess, L LR ER] 360,62 405,678 407,853 410,241 H10,610 413200 413,160 415,218
. [ P [ e T ~ [ I A
Not seasonally adjusted
I I - ) 7 - 7 I~ I R -7
5 ‘Total .., 550,751 620,975 097,340 697,312 701,576 705,650 710,762 712,429 722,597
O Consumer ... s 162,770 178,999 200,101 201771 20,108 20233/ 203,532 205,678 09,851
7 Motar vehicles . 56,057 01,609 fauot 71,420 73,32 72,124 7L8L0 f 32/ /4,286
8 Oer consamer’ . 00,396 73,221 K988 81,186 81,214 RN 19,489 RO4135 80,344
9 Secuntized motor vehictes 36,024 3L8Y7 33,043 32,128 0361 31,003 30,476 §1435 3820
10 Suulill/g\ other consuter 10,203 12,212 16,419 17,040 17218 19336 19,757 19,481 20,395
11 Real estate 2 TRA1Y 86,006 B8,405 8R.520 80,056 84,975 90,187 93,100
12 Business L 316,254 163,497 408,643 407,043 0,998 414,257 417,255 410,564 9640
14 Motor velueles PANYA] LIS W7 133277 132,062 132,154 144,008 144,500 {34,106 137,417
4 Retail loans’. , . e e e 18,091 20,514 25,304 25,900 26,591 27040 21,954 27151 0082
15 Wholesale loans® 3,148 35,037 36427 34,198 33,380 33010 32,155 31,300 32,008
1o Leases, . oL 45934 61,616 71,546 71,958 12,176 FAKIZES 7391 79,085 16,350
17 Fquipment | 145,452 157,953 177,297 175,984 176,461 V71285 178,507 178,151 178,983
18 Loans™ ..o L0 L oo 43,514 49,358 9,109 57,997 S1514 37,900 81,570 8,327 58,188
[P Leases. . 101,938 108,595 118,188 117,987 [18,887 19,376 120,931 (20,824 120,195
20 Other business® ... L 53,997 61,495 65,301 60,643 68,070 6917 069,193 08,112 6/210
21 Secuntized business qssets' 21,682 25,852 12,696 32,354 b, 204 3,37 35,058 16,110 8016
2 Retail loans .. .. 2,809 4,404 1,723 4467 4,750 4,06/ 4,307 4,190 LOXR
23 Wholesale toarns. 10,584 L8206 RERLPY) 2130 23,460 22,620 24,307 25,008 24,050
24 1 eases. 179 6,512 6,616 [ 6757 6,557 6,68% J 6,361 6,29 6,438

T Includes fance company subsidianes of bank hotding companies but not of etfers
and banks. Datare before deductions for aneatned inconie aid fosses Data my this table also
appear i the Board's 5,20 (4122) monthly statistical release, Por andenmg addiess, see mside

front coves,

2 Includes all toans sectred by hens onany type ot read estate, ror example, fist .kl panor

mongages and home eqty loans,

4 fncludes personal cish Joans, mobile howe Joans, and loans o0 puichase other types of
comsunet goods such as applinees, appared, gpeneral meschandise and rearcation vehicles
4. Outstanding, balances ot pools upon which secatities hiave been issoed; these balees

ate no fonger canned on (e balance sheets of the loan ongdtor,

S, Passenger can fleets and conuneretal fand vetnctes Tor which licenses are sequured
6. Credit ausmg fron tmsachions between manutacturers and dealers, that ss, floor plag

fiancing,

o Begmnmg wath the June 1996 data, retal and wholesade busimess equipment foans have

been combined and are no fonger separately avanlable.

8. Includes foans on commetcral accounts tecevable, factored commercal accounts, angd
recevable dealer capual; small foans used prmandy for busmess or faon puiposes; i
wholesale and lease paper for mobide bomes, camprers, and taved aders,
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1.53  MORTGAGE MARKETS  Mortgages on New Homes
Millions of dollats exeept as noted
1996
[ 1993 1994 1995 7 —_— T
Jan feb, M Apr. May June July
Terms and yields i pomary and secondiny matkets
F— — _ - — I
PRIMARY MARKE 18 /T
Leron
I Purchase puce (thousands ol dolkusy, 0 o0 1631 170 4 1758 179.2 1817 184.5 175.2 179.5 180.1 1940}
2 Amount of loan (thousands of dolkus) 1230 [KItRS 134.5 1358 1430 141.5 1332 137.6 1394 144.2
3L oan-lo poee tatio (pereent). .. /8.0 /8.8 K6 77.3 80.3 77.8 784 794 187 76.2
4 Matunty (yewrs). Lo o e 26,1 27.5 277 27.7 27.8 o4 27.1 272 258 26.7
S ey and charges {pereent of hmn umnum) 130 129 1.21 1.07 | 24 .30 117 116 1.3 125
Yield (percent per year )
O Contact aie ... PN T03 7.20 7.65 708 7.00 7.25 7.57 706l 178 7.80
7 Eflectve rate’ o 724 747 7.85 (BE 7.20 749 7.76 7.80 8.5 801
8 Contradd rate (HU [) SCne \) T3 8.58 LXIN] 7.4 756 797 8.22 8.44 8.37 R.28
SECONDARY MARKE 1S
Yield (percent per vear ) i
9 PHA moitgages (\ullun 203", 46 g.08 BIR FRE 157 809 8.52 ] 57 8.55 8.50
10 GNMA sceuriies” . . L 665 \‘ 7.96 757 6.7t 6.85 740 L 7.03 7.81 7.91 7.84
- il - 1 1 S— I
Activity 1 secondiry markets
FEDERAL NATIONAL MORTGAGE ASSOUIATION T ’7
Maostgage holdugs (end u/ /umul)
11 Total, . 190,801 222,057 253,511 255,019 2571970 202014 263,809 207,330 270,042 2ILASE
[P II/\/\’/\ msted L. RER V) 27,558 28,762 28,622 28,502 28,744 29,14 30,442 10,936 0,830
13 Conveatonal .~ ... .. . 167,004 194,499 224,749 220,997 229,468 233,270 234,677 230,888 239,100 241,628
td Morgagpe tansactions purchiased (dunag penod) 92,0137 62,3189 56,398 4810 5,371 7.081 5.330 6,720 5421 5,348
Mm/uu oo comnutments (dwring period)
15 Issued’ B 92,537 54,038 56,092 5,750 7,013 6,203 5,599 5,228 5,280 5,036
16 1o sell 5,097 1,820 360 3 ¢ 29 Qa 13 0 [¢]
FIDERAL HOME T OAN MORIGAGE CORPORNHION
Maortgage holdings (end of /uuml)
17 Total . 55,012 72,603 107,424 [NENER] tIH793 117,420 119,520 121,058 124,806 125,574
18 b H/\/\/\ lll\lllul 321 276 267 220 2238 220 216 212 209 205
v Convennonal 54.001 724416 107,157 110,917 114,570 117,200 119,304 120,840 123,597 125,369
Maortgage bamsactions tdivmng /n:uul)
20 Puchases . 220,242 124,607 98,470 13,357 10,891 11,984 12,740 {2,385 14,266 9,934
21 Sales 208,723 L7000 85,87/ 11,624 9,733 11,384 11,958 11,904 9,969 9,490
22 Montgage commuments contiacted (uding penod)” 21ES99 136,067 118,659 | 12,765 1 10,378 l 14,520 13,009 HLOTS 1104 10,6260

1. Weighted averages based on sample sutveys of mortgages onginated by magor institu-
tonal lender groups tor purchase of newly butlt homes; compiled by the Federal Housmg
Finance Board 1 cooperation with the Federal Deposit nsaranee Corporation
> Includes all tees, commssions, discounts, and “pomts™ pawd (hy the bortower or the
seller) to abtan a loan,

3. Avetage effective miterest tate on loans closed tor pirchase of newly bt honmes,
assutnmg prepdyment st the end ol 1en years

4 Averape conttact rale on new connoitments for convenhional fiist mortgages; frone LS
Department of Howsing and thban Devetopment (HUD)Y. Based on trasactions on e lost
xl‘ny of the subseuent month.

o Average gloss yield on ity yea, mainamuni-downpayment first mortgages msured
by |Iu Federal Housing Admunstiation (FHA) tor ammediale debivery o the pavate
secondary marhet, Based on tansactions on first day ot subseyuent month

6, Average net yields to mvestons on Tully modified pass thraugh seeunihies backed by
mongages and guatanteed by the Government National Moitgage Association (GNMA),
assunung, prepayment moiwelve yeis oo pools o thiety-yeur montgages insured by the
Federal Housing Admimsstiaton or guatanteed by the Depaitment ol Veterans Affains.

7. Does not include stadby commitments issued, but ncludes standby commniments
converted

8. Includes participatton oans as well as whole loans,

9, Includes conventional and govermnment-underwutten loans, The Tedetat Home Toan
Mortgage Carpotation’s mortgage commitaients and morgage tansactions include activity
under morgage secunties swap programs, whereas the conespondmg data tor FNMA
exchude swap activity.



1.54  MORTGAGE DEBT OUTSTANDING!

Milhions ol dollats, end of period

Real Iistate  A35

1995 19496
Type of holder and property 1992 1994 1994 - 717 -y 7" — T -
QI ” Q) Q3 Qd o

N N A S

I All holders ... ..... A092,984 | 4,268,420 | 4473100 | 4515854 | 4,584,500 | 4,663804 | 4TISERE | 4,773,998
By type of propeirny
2 One- o low-lamily residences 3,037,408 3,227,134 3,430,023 3,405,065 3N24 878 3,993,960 3,614,698 3,082,610
3 Multtanuly wesidences 271234 270,796 275,303 276,308 280,300 284.23K 288,000 292,448
4 Nonlatar, nonestdentaal, 700,004 H8Y,296 GRAR03 690,988 6935947 701,241 TOR AT 713,751
5 tum RO,738 8194 82,97t R3,404 81,850 84,420 Reb,629 85,189
By type of holder

O Major faancrad stiglions 1,769,187 1,767.835 1,815,810 L8RS 1,808,475 [ 805,285 1,390,530 1,895,878
7 Commercral banks’ 894,513 V40,444 1,004,280 1,024,851 1,053,048 1,072,780 1,080,373 1,087,174
8 One- to lour- hlmll)’ . . Co e e e 507,780 556,538 611,697 025,3/8 61705 662,126 063,588 600,306
9 Mulitamily. Con - e 38,024 IR.0635 18916 W, 746 10,591 43,003 43, 846 45,201
14 Nontuto, wonte &l(h Hlml . e . ce 328,826 324,409 3100 336,795 40,176 343,826 349,100 351730
1 Faom . oo P Ca Ca e 19,882 20,802 22567 22,936 235875 23829 23,829 23931
t2 Savings sttutions . . . P a2/ 972 598,330 S96.199 601,717 599,745 604,614 596,780 505,903
13 One- o fou-fanuly 489,602 469,959 477 499 481,624 482,005 480,150 482,705 AR%H,020
14 Murltstaimly 0,794 67,362 61400 03,778 (%O 63,569 01,926 60,494
[ Nonlwni, none xnlunm!, . . e . B 68,235 60,704 AOLL 51085 93,094 31,004 51,809 51,089
16 b, . . . - . 324 305 289 288 282 291 288 299
L/ Fife instanee (Ul\l[l.llll(\ . . . Con 246,702 229,061 215392 215184 215,382 217,892 RN 212,801
{8 Ote to tat faanly . . . e . 1441 9,458 7910 7.892 70941 8,000 1833 1815
19 Multttanmly ., . o 20000 25814 24306 24,250 2H300 24,001 24,010 24,013
20 Nontarn, nomestde Il|lul . o e 198,269 184305 173,53 173,142 173,505 175,043 171,835 [ /1,445
21 Farm ., . . . AN P 9,222 9,484 9,577 9,900 9,506 9,043 9,619 9,528
22 ederdl and related agencies . s 786,204 327,001 $19,401 REVNAT 115,722 319,923 120,828 LEPNRY
23 Governmenl National Modgage Assou mlum . .. 30 22 O s 7 J ? 2
24 One to town Lamly . e . Lo 0 IS O 15 ) J 2 2
25 Multitamily. . L Co .o .. 0 7 0 4] §] 0 4] 0
26 Faumers Home 1\\Imm|\l| wont C. R . e RIRGA RERRS{¢ 41,7814 41,857 S1,917 41,858 41,191 41,594
2 One to fout fuly . . - S 16,912 15,303 11,826 13,50/ 13217 12,914 12,643 12,327
28 Multitanuly. . o o o 10,575 10,940 11,319 1418 L5012 11,557 11,617 150630
29 Nonlaren, nomeside mml N e . 5,158 5,400 5,670 5,807 3,049 06,006 6,248 6,505
0] B L . . 9,050 9,739 10,966 11,124 11,739 11,291 11,282 11,260
31 Federal llolhllly and V\ h IS /\Ahllll)l\lhlll\)ll\ . o 12,581 12,215 10,064 10,890 10,008 9535 9,809 8,439
32 One to low fanunly o A . - 5,15% 5,304 4,753 AR 4838 4918 5,180 4,278
3 Multitaauly ., . . - . .. 1,428 6,851 0,211 o175 5,200 4,617 4,629 4211
34 Resolunon Tust ( mpul.mnn . C . . 32,045 17,284 10,428 9,34 6,45 4,889 1,864 Q0
15 One to our lanuty B B . . 12,060 7,204 5,200 4,754 2870 2,209 69l )
30 Multilamity . C o o BN . 9,621 5,327 2,859 2495 1,940 1420 047 0
i Nontarm, tonge wdmuul . . . 9,46 4,754 2,309 200 1,645 1,170 525 §]
38 Tann . e 3] 4] 0 1} 0 8] il
39 Fedeal Deposit Inxm nee m]l()l‘llltm . .. . [§] 14,112 7821 6,130 6,039 5015 4,304 5953
40 One 1o low tanuly ., . o . Lo 0 2367 1,049 B 731 [(R 492 1,348
4 Multlanuly .. . . - P B 1] 14426 1,595 1,30 1,138 12 428 500
42 Noularm, nontestdential 0 . 0 . o . 0 10,3149 sy 4,580 4173 3074 3,383 3,145
44 bann . . . 0 0 0 0 0 0 [§] 0
b Federal Nd\lnl\.ll Mmlxnn\ Assoc |.||1u|| . 137584 166,64 175,059 177,605 /8,462 182,229 183, /82 183,531
45 One- to towm-lanudy . . . R 124,086 ISELAI0 162,160 161,780 162,674 160,193 108,122 107,895
40 Multitanmly, . ..., . . . R . . 13,508 15,332 15,899 15,835 15,788 15,836 15,660 15,63
V7 Tederad 1 and Il.lnk\ . . PN o e 28,6004 28400 286,559 28,008 28,005 28151 28,428 28,891
48 Ooe o four fanuly B .. o .. . 1,687 1.675 1,671 1,051 (Xt 1,656 1,674 {1,700
49 Fan . . .. . . 20977 26,785 20,885 20,411 26,357 26,195 26,755 27194
50 tederal Hmm [ 0an M«nls'm-« (& «upnmlum e . - 33,665 46,897 41,786 43,219 4, /38 48,243 50,849 84,120
51 One o tour tanly . . . 31,0032 44,345 38,950 40,105 S04 44,809 46,997 50,058
50 Mulntanuly. . o Co . Sl 2671 254/ TR0 L4 3,261 LIRS 31452 4,062
53 Muoitgage pools ot tusts’ 1,434,204 1,564,571 1,718,097 1,730,468 (159,001 1,795,011 1.853,01% [.895, 3019
54 Government Natwonal Mml)uqu /\\\mmllun . 419,516 414,066 450,034 454,401 457,101 463,654 472,298 475,823
S5 One o tow fanuly | . N . P RITINYA 404,804 441,198 444632 140,855 453,114 401,453 461,644
S0 Multstamaly . .., .. P 8,341 9,202 9,736 9,709 10,246 10,540 10,845 1179
57 Fedegal Tome Toan Mml;mgx (& n||mmlmn .. a075101 EEYRTEY) 490,851 492,101 498,216 503,370 815,051 524,376
58 One 1o four-tanuly . o Ce .. 401,525 442,612 487725 RLOREN 495,182 500,417 512,238 321,721
59 Multitamily . e ce Caes 59,989 4,535 3120 3,080 3,134 2,953 2818 2,005
60 lederad Nalmzml Mun] .l,w Assoe munn 4,979 405,525 540,343 433,267 543,609 559,585 582,959 599,546
01 One- to Jow-famly . . oo o 435,979 486,804 20,763 573,901 543,001 548,400 960,774 585,977
62 Mulutanly, . .. . . i Lo 9,000 8.721 9,580 9,499 10,578 11,188 13,235 L1019
03 lamers Home /\Lllllllll\ll«lllnll . o B 8 28 19 i1 i 12 [} 10
[ One- 1o o lannly . ., - N B 3 5 3 2 2 2 2 1
065 Muoltfanily . - o . - . 0 4] 1] 0 0 ¥} Qa {]
06 Nonlatar, nomestdentad . BN . o 17 13 9 / 4] 5 S q
a7 Faome ooy . . . 13 10 / 9 5 5 < 4
08 Privawe )l)()”g_,.ll\ﬂl anllms 162,217 207,806 246,150 251,597 260,004 208420 283,201 205604
[ One o fow- l.mnlv' Cos o B . 1,118 173,635 194,451 198,030 200,718 207.679 714,635 220027
70 Mubtfanuly, . . . . 6,305 8,701 11,025 15,743 17,281 18,907 21,279 24471
1 Nontiuin, nnnlunlmlm o . P P . 15,194 25,469 In, 1 3,814 40,004 HEB AR 47,380 51,104
72 lam SN . . . . e 0 0 ¥} 0 0 1] 0 0
71 Individuals and oters’ 604,270 604,000 619,592 [RARID) 6578 653,618 650,904 GO0,080
74 One o tour Lamily - i 447871 455,070 461,157 465,111 480,447 491,463 480,660 494,495
75 Muutanuly, . .. e . . 04,688 65,497 o),001 70,309 71,050 /1,897 13,24} 14,354
76 Nonfarm, llommnlulll.\l o e . Con FARTY 13017 76,153 10,007 17,2084 77,84 YK, 157 78,861
77 [RUTTIN (5270 14,004 12,681 12,736 12190 12,872 12,850 12,970

1. Mulntamuly debt reters 1o loans on stractaees of iive o more unlts,

2. Includes foany held by nondeposit tiust companes but nor Jouns held by bank tst
departments,

3 Ineludes savings banks and savings and foas associations,

4 PmHA guinanteed seauntes sold o the Pederal Fimanemy Baonk were seallocated ttom
FnlIA montgage pools to BimlIA mortgage hollings e 19804 because of accounting,
changes by the Farmers Home Adunnistration

S, Oulstanding principal balances of mongage-backed securn s msased o guacanteed by
the agency imdicated,

6 Bictudes seettiteed hore equity loans,

7. Other holders i lude mortgage compaies, real estate mvestiment tists, state auid local
credut agencies, state and local retiiement fonds, nommswed pension fuds, credit unions, and
flnance companics

SOURCTE, Hased on data fronn vansous grstituteonal and goverament sowees Separabion ol
noutarm mortgage debt by type of property, o not eported docctly, and interpolations and
extrapotations, when sequited tor some quatters, are estonated  part by the Federal Reserve,
T e 69 tramy hiside Mortgage Secuntios and other sourees,
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1,55 CONSUMER INSTALLMENT CREDIT!
Millions ol dollars, amounts outstanding, end of period
| 1990¢
Holder and type ol credit 1993 1904 [ERA] — U S T =
Jan teb, Min J Apr, May June
Scasondlly adjsted
1 Tutal. . R44,118 206,457 1L,1n3, 164 1,112,235 1,123,182 1,132,882 1,139,830 1,145,428 1,153,703
2 Automaobile 2791806 782 331,052 $52.520 355,130 357,152 360,400 3ot oY) 06,930
 Revolving, .. Lo 287,011 139,437 RIRR.OA J18.971 425,058 43,035 438,222 444,900 446,707
4 O0ter” ... o 297,301 393G 138,218 3HLTAS [ERARTE 94095 148 149,892 340,000
[ - e — - - 4 -~
Not scasonally acjusted
—_— - - — - “’; _—— - — - - = -—
S5 lotal.. ... .. 863,924 990,247 1,181,747 1,122,524 1,120,273 1,122,549 1,129,073 ’71,135,67(' 1,146,536
By wagen holder
6 Commercial banks .. 199,683 162,923 SO7:414 SOHLO8S JO8 RO 498,302 503471 502,873 S0E800
7 Pmante companies . 116,453 134,830 152,024 152,600 151,305 151, /40 (53,299 159,803 154,030
8 Credit wmnons . . 1OF,63:4 119,594 131,939 131,257 130,839 130,83/ 131,844 133,367 30710
9 Savigs inshiutons L, 37,855 38,408 H), 106 40,224 J0,448 40,762 1,000 HL000 H)L 323
10 Nontimancidl business’ 77229 80,021 85,001 80,733 78,138 16,681 73765 T80 72,5210
11 Pouls of securttized assets [31,070 1475101 214603 210,021 217,679 2240218 225,194 228,563 219,486
By mayen type of Cedu’
12 Automobile e e e 281,538 319,715 354,200 452,028 352007 154,061 356,014 398,048 305,449
13 Commrcnal Imnk\ . 122000 141,895 149,094 118,186 147,704 148,455 E50434 151,271 153,814
(4 Finance compinies 56,057 01,609 HLO26 71,420 FARI 72,129 73810 1327 74,286
15 Pools of seeunitized asse l\ ...... 39,561 36,376 44616 42373 1,568 12,800 0,545 41,021 44828
16 Revolviny 2,201 357,307 435,674 428,961 424,537 425,061 431409 438,044 ALK
17 Conmercal hdnk\ 14,920 182,001 210,298 200,080 198 8860 t96.8 30 201,903 205,011 204,658
I8 Nontinanctal business 50,125 36,790 X 3 50500 AR.613 47416 41520 45,182 13,007
19 Pools of secuntized d\wl\ 80,242 6, 130 147,934 151,040 153,390 157,690 161,185 164,774 1OY,805
20 Other 280,185 08,225 REFIIR IRERR R RS LS00 338,005 139,273
21 ( OIIHIILILI‘I] Imnkx 127,763 139,007 148,022 152817 153,011 151,034 145,891 146, 391
)2 Fmanee companies . 60,396 YRR 81,098 81,180 81, ()i 3 79,620 9,480 81,560 L {UREN)
23 Nonhnancal business' .. L. 27,104 29,831 31,5306 W,213 29525 20265 29039 29,408 20,424
24 Pools af seamntized assets 11,20/ 15,305 22053 22,608 22721 23,08 20,064 23,708 24,793
1 The Board s senes onunounts of aedit covers most shorl- aud intenmediate-ten credit 3 Includes retarlers uand gasoline compinties

extended to mdviduals that 1s scheduled to be wepand (on has the option ol wepayinenty in two
or more stalloents, Data ne Ui table also appemt in the Board™s Go9 ¢ moathly

< Outstanding balances of pools upon which secutitios have been issued; these balances
e no {longer carned on the baLaice sheets of the Toan ongmator

statistical release, Tot ordering addiess, see mside ont cover, 5 Totals nclede estinates for certaan holders Tor wineh only consumer eredit totals e
2. Comprises mobile home toans and all otier mstatiment loans tiae e not meluded avauble,
automobile o revolving ceedit, such as loans o education, boats, tadeis, ac vacations, Tiese
toans may be secured o unseeuted,
.56 TERMS O CONSUMER INSTALLMENT CREDIT!
Percent per year exeept as noted
1995 1996
ltem 1094 1991 1995 }—\7\— — JE— —
Dec. lan Ieh Min. Apt May June
INTIRIST RATES
Commercial banks*
T d8-month new 80U 812 9,57 na na .12 nd I, 893 Dt
2 2d-maonth personat. . 1347 [RED] 1304 . na 13.03 n.it na, 1352 aa
Credit cand plan
AN aceonts, L . na, £5.08 1o o2 na [T 15.82 . N, 1544 na,
4 Accounts ssessed mterest It 15,77 15.79 .. na 15.H na Nt 1541 nit.
At fnane ¢ compaares
3 New e DRt 974 11 10,52 VS 9.80 a7 .04 07 0.53%
6 Usedear o000 000 129 (R [t [RE .24 1427 1308 13,19 14060 1349 13.02
OHER TiRrMS®
Matir ity (months )
7 New car 515 510 S 530 SN 523 518 515 S08 S04
8 Used can 48R RO 522 Si8 532 S24 S0 S1.8 s 510
{own-ro vahic 1ano
O New can ... 91 G2 92 92 492 91 91 91 91 9
(O Used car 98 9y Yy 94 94y 98 98 90 9o tae
Amont fonmeed (dnllxn\)
I New . 14,342 15,375 16210 17,034 10,098 16,027 16,520 16.603 16,680 16,854
12 Used ¢ 9875 10,709 11,590 12152 12,059 11,990 11,934 12,004 12233 12,219
I e Board™s series onamoutits of credit covers most shonl and mtermediate eom aredit 2 batiare avatlable for ondy the second nuonth ot cach quanter,

eatended to mdviduals that s sehieduded o be veprad (or has the ophios ol epayimeit) w owo

or more mistathaents

Dita e s table

statistieal release, ot mdening addeess, see instde front coven

s appeat o the Bomd's G119 (21 monthly

4 At auto fimance compames,
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1.57 FUNDS RAISED IN LS. CREDIT MARKETS!

Billions of dolars; quarterly data at seasonally adjnsted annual tates

T T

{99} 1089 1096
Transaction cateyory o1 sectot eyl 1992 1993 199.4 (995 f——— — — —_— ) — -
03 04 l; 1 0l
Nonfinancial seators
T T T T T T \"" I 7—\’7 r— 1 ~ 71 — "1 — -
1 ‘Total net horrowing by domestic nonfinmancid seetors, 417 543.0 n28.5 Hi8Y 7329 587.6 0345 B804 BE8.3 584.8 578.2 863.5
By xector and wst et
2 U8 goverument ., L, . . o ry2 00 2561 1559 14 13506 150.1 200.8 202.8 65.8 44 DREY
1 Treasty secnities L L PP 2620 LIRS 2483 1557 1420 1128 1957 208.0 wm2 6544 Y72 2910
4 Budget agency issues and mml)_(lp\ L . .. IR 2 1.8 2 15 29 57 12 16 + 51 23
5 Puvale ... B .. e e 20385 23940 3723 Aol S8E.S 4520 RhaN O13.6 0X5.0 5191 5389 YRR
By anstrnent
6 Municipal secutities, .. o . L YR 305 748 293 413 S84 ARR %23 43 107.4 1.0 0.4
7 Corporate bonds el . 88 616 752 233 133 1544 6.2 330 984 59.8 820 589
8 Moitgages ..o L e RN 18t 1309 15772 194 3 2375 2055 JHLG 2228 2306 200,85 197.4 285.4
9 Flome moilgages . . 136 I87 6 1879 202.4 2047 2103 2168 196 % 207 2 250 8 157 % 2501
{4 Muftitamily reswdential, | o e S 55 04 G0 IR 10 5.0 4.2 2.7 142 13.7 136 15,6
11 Commerensl L, . P .. 00 478 250 I 201 12/ 3.4 22 163 177 252 174
12 a0 oo S e . 4 14 bl 1.8 17 22 1.4 1./ 1.8 2.3 .8 2.2
13 Conster credet .0 0 L, L . N 13.7 5.0 0l.5 1249 1429 1338 (RIS 1383 1569 [58.5 118.2 121.7
14 Hauk toans ne.c el o O W 137 IR VAR [LIRNY) w21 67 152.5 96 8 768 86,0 508
15 Commerctab paper. ... . .0 . . L 184 8.6 1000 214 181 RE 30.7 12.4 39.) 139 1.2 LA
16 Other Toans and advances o .. L . KS Lt 1.2 5.4 5449 5.4 124 808 sl 271 2.7 25
By hotiowing sector
17 Houschold. ... ... AU e . 1348 1984 2491 302.2 LLE 3854 9.4 1586 393.0 A48 1 3445 87,7
18 Nontmanctal busiess . e . 1o 19.5 010 1443 250.60 1301 160.8 3001 303.6 181.5 2174 190,/
19 Farm L oL Lo - o 21 1.3 20 2R 2.0 2.4 2.0 9 30 4.3 ¥ 9
20 Nontatni mmunpnmh. . - e B 1.0 16,0 70 121 359 L to.5 S13 et 29.8 8.2 RUB]
21 Corpotate. ..., .. A . - 330 1 52.0 1293 2127 12009 16 3 2479 20560 147 4 190 0 160 5
22 Srate and local Luvunlmnl . .. . 3O 211 623 434 4587 065.4 OR.5 5 (] 110.6 16,0 37
23 Forewgn net bottowmg m United States o .. {48 2.6 08.8 20,3 671 196 34 S 614 4044 Gl 1501 69
20 Bonds .. ..., e e e oL 15.0 15.7 Bl3 71 4065 208 277 (RN 499 a1 106 454
25 Baok loansnee ..o 0 .00 L 31 23 / 1 8.3 4.7 S 8.1 5.0 82 (o 87
26 Comeresal pape L . N ad 9.2 90 27.3 13.6 K.t 5.9 37.9 Pl 0.9 3.4 [RR
27 Othet lams and advanees L. 98 R0 42 L& X 22 3 1.9 40 29 4l [
2% Tutal domestic plus foreign. .. .. o e 496.5 565.6 697.3 598.0 860.7 617.2 L 6683 941.8 928.8 678.9 653.3 L 900.4
- - - 1 4+ - L - 1 -4 b __ 1 _ _ .
Finanesal sectons
- e o ,_‘* - — - T — - - T _.
29 Total net borrowing by financial sectors e b 1556 240.0 2911 —‘ 467.9 J4d9 428.7 536.8 2731 430.1 490.0 S804 3136
By tistrument
) US. goveranient ielated . B 1157 159.8 164.2 288 O 2051 25003 322 894 102 2204 375 147 2
3 Govermment-sponsored ente 1|)||\g \ullnlus e v.2 40,4 80.0 176.9 106.9 1521 290 629 1272 101 1361 37.4
32 Mougage pool seeunities ., e e AP I R T Y ) 1196 83.0 1165 982 U8 3 7272 204 649 1199 1814 098
33 foans from US, government P e 0 Kl 0 4.8 A 0 Ki} 3] A K] 0 0
Ad Private. . L. .. e e R 9.8 84 2 [26.9 1792 2398 178.3 PARYD 183.7 208.0 2629 (06,4
35 Coporate bamds 0 0L B e N 69,9 827 120.1 17 s 185 5 1034 849 1675 208.1 1810 136.2
6 Matpages ... P co P .5 O 10 9.8 513 120 49 57 52 5.0 58
37 Bank loansnew... o000 L0 L0 Lt 2.2 130 12.3 30 N 1LY L0 A 134 IX(
I Openmaket p N 32.0 7 0.2 410 42.6 41.3 85.9 8 S 43,4 547 220
39 Othe toans and advances ¥/ 6 224 200 34 $2R 8.1 2S 449 320 5.9
By hovrowing secton
40 Government sponsored cwterprises o R vl 402 8.0 [WRNI 1009 1571 249.0 629 1272 101.5 16,1 74
41 Fedeally relsted montgage pools o o o 30.0 150 83,0 1165 98.2 08.3 122 200 04.9 119.9 1814 HIu8
42 Private fmancrd sectons., R A . 9.8 Bt 2 (2609 1792 J3u K 178 3 21560 1837 2440 2086 2609 16644
43 Commercial banks, | A PP e 7 1.7 40 9.9 8.1 239 4.0 63 18.2 88 b} 48
44 Bank holding companies .. . e 25 R g8 1.3 (BN 1.5 16.0 16.3 0.8 8.2 7.8 258
45 bundmg corporations. - c . 6.5 13.2 29 2402 320 §7.% 1t ol s 217 5201 1% 200
46 Savings mstitutions L . PN . 44,7 7.0 1.3 128 20 148 16 | 189 7.2 3.1 3L 10,0
47 Ceditumons L. e e G 0 2 2 Nl S 2 3 | Bl 0 A
A8 Lale msuanee companes ... 00 L 0 0 2 3 A 0 13 ] | . 4 25
4 Tmanee compaies 1.7 1.6 2 5.2 5LG 16,4 574 EAN] 572 6.5 59.0 S0.0
50 Mongage companes P 2.4 K.0 0 1.5 21 YAl 1.1 74 148 40 200 7
SI Real estate mmvestient tusts (I{I llx) 1.2 A 3.4 137 sS4 188 63 52 5.2 52 [(3¢) 5.0
52 Hwhers and dealers. . A7 2.1 12,0 5 5.0 1.0 19.3 205 1 2.1 77 iR
54 Issuets of asset- lnukul xumllus (/\H IS S0 S8.5 834 68,5 133.0 0.8 628 6.0 1132 156.5 194 5 1322
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.57 FUNDS RAISED IN U.S. CREDIT MARKETS'- Continued

1994 1495 1996
Transachion calegoty on sector 1991 1992 1943 1994 1995
03 04 0l 67 03 04 ol
All sectons
54 Total et horrowing, all secturs ... ... 6521 #05.6 988.4 | 1066.5 | 1,245.6 | 1,0359 | 1,205.2 | 1,214.8 | 13649 | 11690 | 1,233.7 | 1,214.0
55 US. government secwities ... ... 4240 4598 4203 4493 349.5 380.0 4713 356.2 394.9 287.2 359.9 4359
56 Municipal secuttties, .. . Lo L L . 878 30.5 74.8 - 293 413 58.44 538 45.8 4.3 107.4 1.6 6.4
57 Corporate and toreign bonds e PN R T XY 166.0 2766 147.9 3053 140.1 118.8 2340 130.6 120.0 336.7 240.5
S8 Mortgages ... oo oo e 158.9 1315 160.8 204.1 242.8 2175 2185 2277 244 8 2957 202.9 290.9
59 Consumer credit, (37 50 G615 124.9 1429 1338 141 8 138.3 156.9 158.5 118.2 1207
60 Bank loans e .oooo o0 o000 29.1 9.3 8.5 62.2 145 85.1 78.1 157.0 123.7 Y2.1 84.5 09.0
61 Open matket paper G e - 44 0 13t S A57 743 [ 1225 ‘A8 619 R¥ 1 58.5 46.0
62 Other loans and wdvances ... .., e e 95.6 89 8.0 7.7 57.5 0.2 1110 581 50.5 149 RO.0 1.7
L
Fands taned thiowgh mutnal funds and corporate cquities
63 Total net share ixsues ... e 2.4 2949 442.1 150.8 159.3 113.2 —8L1 40.0 156.7 196.1 244.3 2734
o4 Mutual funds . ... o0 o0 L Lo 147.2 200 1 3237 128.9 1739 1297 126 T8 S 1733 V53 248.0 2009
65 Corpoate eyuities . . e e . 622 358 1184 219 164 -68.5 8.5 16.6 N 4.3 17.0
66 Nonfinancial corpmations ., .. .. e e 18.% 27.0 21.3 449 50.0 LI8.O 6.0 71.3 92.8 72.8 118.0¢
67 Fmancial coipoations ..o L 133 2R 30.6 244 108 1063 R7 17.7 0.7 13.4 (A
68 Foreign shaes purchased by U8, residents 0.7 .7 60.8 42.7 231 n2 12.8 37.0 83.9 55.3 80,0

1. Data i this table also appear mthe Bomd's Z. 1 (780) quanterly statistical ielease, tables

E2 through ES. For ordering addiess, see inside front cover,



1.58  SUMMARY OF FINANCIAL

Billions of dollars eacept as noted; quattenly date at scasonally udjusted annual tates

TRANSACTIONS'

Flow of F'unds

A39

(994 {9495 1996
Cransdetion Calegmy o secton 1991 19492 1993 1994 195 - - - T - - o R
03 Qt (0] Q) Q3 (o] Q1
o . L - (e ) S — R S S A _
NI T LENDING IN CREDIT MARKY (S
I Total net lending in coedit mackets 652,1 BNS.6 988.4 1 10065 | L2WS6 } (0359 | 1,2052 ] 12148 | L3649 | 1,069.0 | 1,238.7 | 1,214.0
2 Puvate doniestie nonfimanc i sectons 105.2 879 056 2880 R8hy MR [RFEY "3 R a9 1 1336
3 Hatsetotds .., 200 8/ a2 Wt/ 515 RORIRY 33,0 1108 172 2032 o0 7 103.6
4 Nonlmm noncorpoate hll\mt S 53 A .6 / 10 A 9 5 1.1 11 17 1.2
5 Nonhoancial corpotate business 30,/ 218 Yl 8.1 i i 93,2 O 35 52 o s
6 State and local governments 5018 240 A7 PAXG 1337 170 169,/ 91 s ! 2090 1254 3.9
7 US povernment | . 105 1Y 15,1 2 28 1.3 2t 132 29,8 234 219 a0
& Restof the world ., 143 8.0 1254 1314 RyAW; (Rl MUY 2L [R{ 358.0 Lol / 27.0
9 Fmancil sectors .. 5231 a3t s 8128 @4 | LU 690} 790 8 9516 12053 8898 ) 1073 1.OHLS
10 Government sponsored mlupl e 15.1 [ Q.2 191 utl 1219 1714 8 975 615 191.7 423
il Lederadly tefated motgape pools 1366 115.6 836 116 8.2 DL AR 264 619 1149 1811 [
12 Monctuy authonty .. 30 779 36 ) LI 127 0 30.0 163 208 111 217 143
13 Commercral bankmg RO ¥ 94,3 (B todt 66,3 1834 1745 (RN 50 280 1577 130,/
14 LS chantered banks . 57 099 19 6 148.1 186.6 1956 L/ 1831 2 AR 1129 859
15 Lorenm banking ofhees m Unm (I Sl.m N 485 105 98 1.2 7544 224 460 158.8 839 RN 1540
1o Bank holdig conmngrmes . La 5.0 0 0] A 27 2 L5 53 90 to
17 Banks o US afliliated weas 1.9 i) 2 3.3 47 20 8.4 2 40 1.0 5.7
18 lundmg coporations 8. 11 1ot 274 ({3 43 [ 398 45 55 170
19 Thitt nstitutions B l(; 1 [ 1.7 Y 8./ 538 2. Y. o7 RN 40,8
20 Fade mnswance companies RGOS 1R S 109 603 R 8U.S /94 1320 (R 7.0 SE3
21 Other instnance companies 300 6.7 X 210 Mt 5.4 S0t 9.7 7 218 R
22 Puvate pension funds . 34 A1 5.9 470 614 125 147 9849 LY NS IR A
23 State and local government l\lllk‘lllull lmulx 4l 230 19.8 2040 2rd 1 066 00 32 68 (R
24 frnee companies 0,0 75 90 08,2 636 638 81/ DRIRY (G i S
2% Moulgage compares (R i 0 20y 14 Lo 21 i 200 13 6.1
26 Mulual funds 80.1 1262 1595 71 525 293 0. 151 20N 520 1519
27 Closedd-cawd tunds 128 8.2 1o 55 AR 150 100 15 0.1 84 S0
28 Money market mutual Iun«l\ 32,/ 47 24 0.0 805 ST ARY0) 931 1352 3 1216
20 Real estate mvestment tusts (RELTS) i I b 17 I8 S0 4 I8 1.8 1.8 1.9
300 Brokers and dealers. 17.5 13 118 ek 2 90 | 29 8.0 305 16,2 L8 1850
A Asset Dicked seeuntics ssticts (ABSs 50,0 S/ EURS 619 [N 5000 1.6 RRT 1009 1410 L8 0
3 Bank personal sty 1o 80 9.9 A 188 77 [l s RIS 28 200
RITALION OF LIABI TS
1O FINANCIAL ASSE IS
13 Net flows through credit markets 0521 R05.6 9884 | L0665 | 1.245.6 1 10359 | 1,205.2 | 12048 | L3649 | ,169.0 | 1,233.7 | 1.204.0
Other financial somsces
34 Olhewal Torergn exchange S U Lo b4 58 88 K 860 174 103 V0 1Y 2
35 Special drawing tights cenltficates ] 20 0 0 2.2 0 0 U [t} RO 8} A0
36 Treasuty cunency 0 K + / 0 8 i N / b 0 0
37 Lade msgranee eserves 287 R 152 3O 409 ol LG R ROM 299 60.0 50.0
38 frenston fund reserves 148.2 RRLR( 2473 2480 Ra A RRLEY] 29t s 307 2230 1977 3015
39 toerbank claims L. 31 H9 S0 5 807 1), tl PO 130 2482 432 /18 80,9
A0 Checkable deposits and unnmy 86 4 1iss ;i 9,/ 125 a6 0 S 42y [REA {505 IS0 917
A1 Senatl tme aned savings depostls, (.5 8.2 FIR] A0.0 DIRY S8 409 18.1 1120 [ 3o 1747
42 1 arge e deposits . 58.9 AN 115 9.6 050 L0 36,5 Hod 06U 2 763 3 N0
43 Money macket fund siares -HLO 15 02 EER) 1423 86 | 8065 50,9 2345 1212 (548 546
J4 Secunity reputehase agreements 165 Pt e 78 A 1y 860 LY s 30,7 85 [ 3.6
45 LFaeign deposits. . 205 L5 18,5 158 S5Y o8 479 39 0 6 038 128 320
40 Mutual tund shares [BYAR 200t 323 1289 1734 129/ 12.6 T84 1733 195 3 248 6 290,09
47 Carporate equities [ 85K T8 210 [H) 16} 68,5 S 10,0 7 43 176
48 Security credit S 40 614 { 26 q9.3 371 o7 30.8 (RN S 803
49 Trade ]my(lhlu ..... 10 460 St 1o 13640 97,0 149 .1 136 LS (R 96 8 1207
50 Taxes payable . A 0./ §2 3. 1.3 0.2 P ts 3 €3 40 08 oS
51 Noncotporite propietors” « qtlll) 5 16/ 1.4 REXS 8/ 460 RN 269 IR 48.6 "7 5%1
52 Investment i bank personal tasts 16.1 Ll 16 [R.8 V7 230 (R} BE 56 619 371 4
34 Miscellancons RYE 80 ot 6 2308 oLy 2648 303 4 3270 RN WO 067.0 4000
54 Tatal financial sources L4739 | 1,790.4 | 2,350.7 | 2,108.5 [ 2,730.1 1,979.2 | 2,245.7 | 2,482 | 3,237.8 | 2,357.5 | 2,842.3 ) 2,893.5
Floats not wchided o assers )
S5 LS. goverment chechabie deposits 14t / 1.5 438 6.0 7.ob RO Iy 16,4 5 213 178
56 Other chechable deposis [} K 13 R 18 34 R} 3 30 15 R 19
57 Trade credn . 6.1 13 0.6 78 IEy 1.6 4o s 12,7 RN 1073 a
Fiabiutes not wdenttfied as assers ()
58 Ticasiry cuency - O J 2 2 N 2 } . 4 3 1o )
59 haterbank clanns .o R 202 19 42 27 A 1.1 17 8 82 10 EON 124
o0 Secuniy 1epurchase mvuumnh .. 95 16 A3 415 Lo SN 867 644 473 6 127 767
61 Forewgn depostts. 240 28 7.0 36,9 L5 9 S8/ 45,0 810 930 1.5 HLs
62 Taxes payable ... 2.2 119 t.1 g0 8/ 0.8 49 8.4 1.0 (023 tl 240
03 Miseellancous ... 07 1 1201 1i8 7 OB [N 10/ 3 2006 60 R 1531 1233
04 Total identificd to sectors as assels 14468 | 1,769.3 1 24449 [ 2,193.7 | 2,764.8 2,()(]1).12,&(4 22,5227 § 32083 | 24424 | 29059 | 2,958.8
.
L Data i this table also appean ny the Bowrd’s 701 (7800 quattaly statistical teleise, tables 2 xcdudes corporate equities and mutuad tond shanes

Foand 7 o orderdng addiess, see tonide hont cover
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SUMMARY O CREDIT MARK

Billions of dollus, end of peniod

Domestic Financial Statistics {1 October

1996

1T DERT OUTSTANDING!

fransachion category or secton

Fotal eredil market debt owed by
domestic wondinancial sectors

By sector and intriment

T US povernment

3
-4

Freasury sectties
Budget apeaey issues amd m«»m-. o

S Pioate

2
RAY

By instrignent
Mumepal seaunities
Corporate bonds
Mortpages
Home mortpapes .
Multtamidy resudentiat
Commercal
Fatn
Consumer credit,
Bank loans ne ¢
Commeraal paper .
Oiher foans and advanees

By borioseing secior

Houschaold,

Nonfinaneral lnmm L
Farns
Nonfurm noumlpnm\«
Corporate

State and local uu\w\m\nn\

Foreign credit market debt held in
United States

Bonds ., .
Rank loans neg

0 Commieraal paper

Ry

o

29

Other oms and adsaees

ket debt owed by nonfivancial
domestic and foreipn

"Total credit
sectors,

“Lital credit mavket debt owed by
financial sectors.

By uistiumicnt
LIS, povermnment aelated
Governent spoisored cuterpiises wenties
Muttage pool sevunines .
I oans from TS, grovernnment
Prsate
Corpodle bords
Mottgages
Baik loans nec
Open marhet paper s
Other foans and advances ..

By botnnoving sectn
CIOveIICHE Sponsoted cuterpuses
Feteralty related mantpage pools
Povate fimancial seclons

Commerctal haiks

Bank holduy compames . .

Fundhng corgrnations

Savings mstitatons

Credit unions .

[ e fnsoanee uunlumm

Fnance companies

Montgage companies

Real estate mveshuoent ||u\(~ (R [l\)

Brokers and dealers

Fastivrs o asset backed seoanes (A5

Total credit mavket debt, damestic s foreign.

LS, povenmenl secutties
Mumcipal sectidies
Corperate and loten bonch
Mortpapes

Consumier aedu

Bank loais e ¢

Open matkel paper

2 Othier loans asd advaiees

199> 1993
11,8945 12,5378
3080, 3 3,336 9
34001 6 33009
18.% 06
8810 PRI
13008 13775
11515 12397
LO8K.7 1260 U
30371 3.027.6
FEREN 2078
UK 1 8% 4
807 812
802 Rado
YAR 6760
0zl 117.8
OX6 ) 6/06.%
[N [ IR
2090 8 303
136 % 138 1
[N RED] 11299
Y1376 28820
(RS ] 1,158 2
RIRNI RETR
[46.? RAYA
249 2o
1 687
053 61,1
12.207.0 129197

30250 W Las

1,720 188
BARNE R
e 13556
4R I8
13051 L3/ d
AL K98 S
At 8.9
805 76
3041 (DR
80 6 108.9
440 R
12720 13556
14051 Lbszd
800 LANG
1146 123,44
lol 6 1649
8hd 996
A 2

%) 2
0.4 390 5
LI 30
134 174
27 337
Wiy 1 WO
15,2326 16,241.2
L1955 52008
[FRITARY YATES
2,039.0 23150
RXIIN 4.200.0
8001 X639
176.6 JO8 )
5790 3800
LA X511

jRRAY 1504
13,1630 13,8959
0903 30367
14650 L6085
27 282
90707 10,059 2
AR 1,307 0
1,293 0 L6
R RN AN
00 Ladt?
2694 JRG 2
0/21 [(OR]
810 St
OR¥.8 [RRI
7400 8520
1192 1574
FALYY YR
Godbd 30K
0211 RRFIRY
[RINN 1432
L 11780
203K 28507
10148 10691
dolo 429.4
2800 LN
26,1 160
LY S50
S9 6 58.7
13,524.0 14,325.4

A794.6 I 4,242.4

2027 23778
700.6 RO/ 5
[T 1.57/m.3
0 .0
16210 18613
9785 11584
187 KRy
353 A8
s 488
e 1350
/[)(i(y BUTS
B L5703
186113

1026

1480

RREID)

150

4

N

RURE]

166

305

203

5561 L 0680 |

1991
03 QF 0l
Nontinaneat sectors
12,9658 | 13,1630 3,339.4
3323 3913 3,557.9
L0 51656 35318
8.2 07 204
DRERE .67/ 9. /R
146206 132 [IRRARY
[IRR IR 1,2930 1,260.%
405 RRISEE RRUARY
34740 IRIRIOAY] 305,11
2.2 NGA 2098
(AN G104 a7 6
810 830 K3
DRERY OR8N 989 3
7249 790 7878
1387 1392 [BDRS
7216 73810 7020
LSS Lo HOI0S
3.8RS O RURNNY 0027
IRENI [N 1389
1,137, Ln 1 E54S
1,608 O 20380 201092
1LE32R 1S 102
3524 oo 376.8
2270 LY 2379
263 61 R
19,9 it 50,9
98.0 9.0 59.8
13,318.3 l.l,SZ-I.(»J 13.716.1
Fnmeral sectors

3,656.2 3,794.6 38084
2,004 3 20700 2196.2
[(RhIR! 06 7163
14500 1A720 RS
) 0 t)
1 563.0 16219 1,665
919.5 9735 o123
LA 8.7 200
S84 55.% 534
H205 S8 15t
1220 [At.G IRAR
6383 700,60 7163
LS4 VAT L ATHY
1.563.0 L6219 1,605 2
96 94,5 s
1296 133.6 137.7
20006 1993 2210
1031 (R 1077
A 5 3
3 6 b
1200 10,7 BRI
185 I8/ 16,9
29.5 i LR
29,4 RER 260

A
— - J— — —

17,319.2 18,507.4 16,9745 |
5.065.0 6,0t 6 85050
PR 2 13000 130r 6
RN 2706 3 2280
ERYRN| 7159 HHRO
PRLI L7 9439
8104 R BOLS
6235 004 SOy,
929 | 980.6 92 2

1 sectons

7,314.2

A605 0
1,318,
2eol0
RRYAN
UKK ¥
K301
6245
924 ¢

3 ‘/‘/AI 8501 570.0

17,577.5

RNASE
1,335 1
25165
45159
98Y.3
801
6054/
9472

1995
02 LQ}
[
13,5484 13,7078
35835 3603
3,556 7 15765
6.8 269
99619 10,1014
Lasl/ 1,300.9
1,290 9 13058
1,5038.2 104102
[ERN] 3,594 0
VAR 208
o816 080, 1
830 SHE
1029/ 1,077 5
8106 825.0
1629 163.3
7758 7810
47800 FO0R O
LORLO 112238
l12.8 [BEM]
[ l6ds L1704
277138 280700
1,096,8 L0741
387.6 9.9
25001 204800
29.6 il
A8 5.8
505 59.0
13,9359 (4,117.7
39718 J.lb‘)_\.‘)T
2071 2,300.1
7R 1735
1 4vo 0 1.5J0.6
0 0
L7247 1,/93.8
| 056, 1,110
2 RN
8.1 o3
4028 4746
129,/ 170
748,10 775
14990 1.S06.0
[IWASY) [,/938
999 o
1Y 150.0
299 200
1059 1072
3 o4
6 o
1672 1Y
006 JL0
337 15.0
08 7

l sw.xJ M/xL 089.1

17907.8 18.211.5
SRI06 5.903.5
133/ 1,300.9
2507/ 20795
L5816 16639
[KIZON LO77 s

RUK.G gt
6748 an2 7
Pl 9671

13,8959

L0367
1608 5
282

10,259.2

1070
12008
$.091.8
0317
28(1,2
692
SHo
[RRINA
852.0
1574
7929

90183
LS

1432
1,178 0
28507
1,060.1

429.4

MWL
L6
3540
AR

14,3254

42421

ERVIE
8075
1.5/ 4
.0
18613
11589
240
383
H8R |
1350

807 S
15703
18613

102.6

e

2340

1150

b

S
4923
6o
36 S
ROR

18,567.4

600110
13070
206.3
17159
NRIN;
G ‘, Q
00
980.6

1996

14,072.1

3,717,
3,689.0
RVAQ

10,3519

13041
1,.341.0
L7486
30820
R4
00,7
8y
11233
gal.9
173.2
802/

8,001
L2

1409
11850
28080
1.066.9

438.5

EORA
36 K
3.5
578

14,5107

1,317.1

REITN
8169
t590 7
[§]
1,900.6
1, 189.0
AR
591
RUOAR
1336

8109
1,599.7
1,900 6

o0 s

I-H.0

2000

178

H

il
oy
16,8
8.0
R

{ /I8 8

—

188278

6,141.8
13041
2823 L
NaRAl]
INEAN
9818
7176
QO 2

2 Unough

Dt this table abso appear i tie Bourd™s 7 1 (780) quanteely statistical tebease, tbles

Lo Poc ordenng addiess, see inmide tront cover,



.60 SUMMARY Ol FINANCIAL ASSETS AND LIABILITIES!

Billions of dolkus except as noted, end of penod

Flow of F'unds

A4

Transaction catepory ot seclo

CREDIC MARKE T DERT U l\l.\M)H\(n)

I Total eredit market assets

2 Pivate domestic nosfimand il sectons

i Tlouscholds

4 Nontann noncorporate 1mxu|\~,\
5 Nonhoaneral corporate business
O State and tocal goveraments

7 LS. povernment

B Rest o the world

9 Fnanetal sedtors

10 Government sponsore (| IS nh PHses

I tederally related mortpage pools L

1 Monctary authordy

13 Conmnerctal basking

14 LS. chatered )mnk\ .
s Faoreign banking offives m Unoed \l.xln .
16 Baok holding compines

17 Banks m U S, alliliated areas

I8 Fundig corporations

{9 “Hhdtstitations

200 Lile msusnee companies
21 Other msmance companes
22 Povate pension fonids

23 Stale and focal poveranent ulmnum Iund\

X Limance companies,

25 Mortpage companies

26 Mutual funds

27 Closed-end s .
A Moncy marhet mutual Iuml\

29 Real estate investiment tusts (R1 Il l

W Biokers and dealers

3P Asset backed sequrdies issuers l’\“\\)

32 Banh personal (tusts

REFATION OF Taasiines
LO FINANCIAL ASSE LS

33 Total eredit inarket debt

Other liabthitres
A Ofliaad toregn exchange, .
A5 Special diawmng nghts cerhlicates
36 Treasury carreney
37 Dk insurance reserves
I8 Penston fund eserves
39 Iaterhaok clanus
) Deposits at fimaneial nstitutions
{1 Checkable deposds and cureency
120 Small e and savigs deposits
P Lange tie deposis I
At Money matket lund shares

B Secunty repuschase areements

A6 Tareign deposas

4 Mllllml Tund shares,

Secutity credit

49 Tade ILI)(INL\

50 “Tunes payable .
ST hivestment i bank personal (usts
52 Miscetlancons

53 Total liabilitics

Dinanctal assets not oncdided ar abthities (1)

S+ Goid and spectal diavwimg nghts
S5 Corponate eginties . L

56 Houselold equuty e noncorporate busiiess .

Jloats not wcduded o assens ¢
57 LLS. povernment chechable deposits
SR Other checkable deposits
9 Made credit oL

Liabilittes not tdentified oy assets
60 Treasmy cuneney
61 Interbanh clais
62 Sceunty eputchase agreeme n(\
03 Torewgn depostis
OF Taaes payable
05 Miscellmwons

60 Total identificd to sectors as assels

1992

15,2.52.6

207160
1,o18.5
381
2518
YAY
2350
1228
11,3032
RRPRN
12420
300 4
2948 6
25719
1338
175
[
1625
LISES
1,309
1891
5717
His
DI
ol s
506 1
61
HOR 6
bl
1237
3/8.0
2315

15,2326

RIE
50
165
130
LS
1385
5,050
13
RIRORIY
Hs o
RV
3999
j(?’;‘ v
DU
20
UUAN
197
6O0LO
47852

32,7164

19.6
4629

41,1023

1993
L -

16,241.2

27300
1,58 Y
R K
2715
160 8
REIUNS
Loo
12,0338
5180
1.355 6
336/
5000 8
RVRN I
200
175
58
149 2
1,132 7
1206
4
6176
4378
82K
60.1
1299
78.0
200
8.0
1375
158.8
1409

16,241.2

35,2487

20l
06,278.5
2,463

6672

44,5832

199:1 1995

173192 | 18,5674

30193 20304
19939 20403
RO 404
39/ 3o
006 3 q932.5
2065 185.2
£.259.7 15275
128377 1303
667.1 T61.8
L4720 1,570.3
SOR 2 1808

| Rso0.0
JRO0.6 | 3056 )

3137 4 H126
18} 18.0
290 338
129.5 138.3

11676 11763
LA87 0 1.585.7

416.4 4719
ab4 6 1259
466 3 187
5510 Old0
375 Wl
788 7713
731 789
1Yo 545,95
IR 151
933 {834
5207 G329
2480 2092

17,319.2 | 18,5674

53.0 03,/
8.0 102
1.6 18,
50220 552.1
10939 | a0
2800 290,
5,206.0 e

0l 12
IR NN Y

2 176,49
6029 1453
549 ¢ 000 |
3071 SRR
14773 I RS &
2790 305.6
1160y 12660 5
R8O 8O 1
699 4 Jold

53073 3,094
37,2706 | 40,7579
KN 2

06,0934 RRUARY
25646 2057

3.4 il
WO 2
2601 2Ly
q94 58
0.5 90
108 8 1198
Rhi) 257
250 (R
8305 850

16,8193 | 52,4839

1904

16,9745 | 17,319.2

2.900.6 30108

1.857./ 1,493y
9.3 393
2083 ey
100 3 0066 3
2100 2068

1.2407 1,055 7
12,6006 1283/7

621

3 onl |

oS40 (IR
1568 08D
32039 3058

2R3 D000
145 W
o 1%
R 9
1302 19,5
L1601 11676
107 1487 0)
1391 4101
[SYSD] 66k 6
1541 406 4
SO 5510
510 Vs
JAT AR R
5.6 (AN
IRYR) 1500
13,3 13,3
vs,3 913
S03 5207
S LB O

16,9745 | 17,319.2

595 53
80 80
175 1o
1908 5020
LoTT0 | hevdo
25001 2800
521201 52900
12050 1 12400
DTN AT
006 Hio
S84 02,0
548.1 2194
2789 307 1
L5181/
2619 2190
Lovos | L1605
871 880
01,1 499 1

537340 8397 %

36,7324 | 37,2716

0 2010

6,028

7 6,298 1

2,950 25000

12 b4

06 RO
§242 20801
R 51

31 0.5

1on 7 (088
2 Ret i
»NH 250
ORB.2 8305
40,156.5 | 46,8193

0l

17,577.5

YO8EY
20036
Mo
291.0
610.6
20480
1, 40-h4
13,065,
(YRR
14799
$6/.1
313278
2,906.5
136
180
298
[-H).8
L1173
15231
[R1 R
6/9.3
1807
SO8 9
Wy
VLA
Jaxil
1800
138
Lo
RREANI
J g

17,577.8

Ok
8.0
7%
5157
LR8OS Y
2030
5.889.9
11939
2,200
S
6340
6034
V6.9
15543
2690
1159 8
DA
/197
5,459/

I7.997.6

2]
08358
2167

1
(K]
2071

a1
20
1329
27001
10.0
8022

48,179.7

1995

(79078 [ t8,211.5

ECIEN N I
10768 [ 20083
Wy 40
300 % 90 4
o181 5634
1971 191
11026 | 193
13320 135851
698 6 7140
11090 1,570 0
15,1 706
L9 8 V02
20037 | 30037
06,0 J01 i
1 Yy
o 325
1371 1431
17| LissY
195/ 1] 15755
158 5 4011
[BRE) 0n )
1800 1818
V80 Y 5917
e 432
I 2y
5.6 0y
Q08 0 508/
[ 147
1475 1320
3552 593,
i T

17,9078 | 18,2105

o/l
80
I8RO
S8
5008 |
A0
NS0
12463
) RRRN
4567
6785
62493
134
L0616
2T
L1742
802
1391
RRRA

389419

209
1,930
26070

’0
35,7
3158

5
>y
(B
2905
RREQ
8785

[N
2
182
8356
RRIEN]
07 1
5,015 3
1,200.4
22550
4774
027
055.6
LRE N
1./82.0
286 2
L3
919
7a8.0
5.0626.9

39,804.3

1
0138
26193

G
773
5313

49,699.2 | 5122101

18,507.4

20301
20413
1041
3614
AR
185
[IRRA
130243
T61.8
15703
180.8
356
5,056 1
4126
18.0
LRI
134, %
L1768
1985,7
H1Y
1250
187/
nlLo
il
77
/8.9
REAN
151
1R 1
[IRRID]
')'VA]HV

18,5674

O3,/
1.
8.2

AR
50096
[OI)
5,700
12295
220097
H6Y
JASEI
06t 1
309
LRy2 8
v o
1,266 5
LR
671
S99

40,7579

52,4839

1096

01

I8,827.8

D880
L0018
407
W66
9§
179.0
1L.o17 8
TEL72 S
17
1.599.7
3796
L5
3,008 8
(2R
167
336
1749
L1o
16192
/8 1
Ja5 3
08
0233
545
07
TR0
395 6
15.0
198,
6576
REa

18,827.8

6.1
102
182
SO0.1
8,745 6
2600
5,791
[HERRS
RIS BTSN
oG
8169
H00 N
01y
Y004 R
3R
1.269.7
910
/810
383004

L6004

22
88205
2,669

0
200
3561

60
RN
tOR /
208
(R
896.0

33,975.0

I Datan this table also appear wr the Bowd's 7 1 080) que ey statistical iefease, tables
Coand T 7 Forordenng addiess, sec inside tront cover

2 Eacludes carporate equities and ntual tund shases



A42  Domestic Nonlinancial Statistics | 1 October 1996

2,10 NONFINANCIAL BUSINESS ACTIVITY  Sclected Measures

Monthly data seasonatly adjusted, and imdexes 1987 100, except as noted

19935 1996
Measure 1993 199:4 1995
Nov. Ded. Jan. teb Mar Apr. May' June! July
U Industrial production’ .. 1.5 118.1 1219 122.6 1228 122.5 124.2 123.6 124.5 125.2 126.0 126.2
Market gioupmgs
2 Prodects, total o, 0L . 11040 s o 1183 118y 119.2 186 1207 {200 120 8 121.2 121.8 1220
Vool total L, o 112.7 1183 1214 1219 1221 121.9 124 5 1234 124.8 125.0 125.5 125.9
4 Consumer goods 0 . . 100.5 17 1151 1159 1157 [AEX4) 116,06 1153 159 [16.1 116.1 116.5
3 Fquipment o000 . 17s 12593 1314 1314 1423 L83 7 137.4 1365 (R 13v4 140.8 141.2
6 Iotenmediate oL L . RN L1 8 107 3 109.0 1093 [REEA 108.5 109.3 109.6 K 6 10v.7 110.5 1102
7 Mateials Co . . . 1138 [RRA0) 1271 1284 1284 128.5 1291 120.1 130,31 1314 1325 132.6
Tndistry groupngs
8 Muanutactnmg . . . 123 w7 123y 124.5 1248 1245 126 2 1252 120.5 127.2 128.1 [28.6
Y Capacity utihzation, manulacturing, (percent)” 80.6 B33 830 82.0 8L 814 823 813 814 82.0 823 82.3
10 Construction contiacts’ .0 L., . . 1051 1142 I 1220 117.0 120.0 1130 1260 127.0' 125.0 120.0 1I8.0
11 Nonagncultual employment, totalb . HIB.6 120 115.0 Lis.o {59 158 116.3 116 s 167 117.0 1173 1175
12 Goods producing, total . P 916 HH Y 98,1 RIR 97 977 OR.3 931 98 1 8.3 U3 4 YR.4
13 Manulactming, total ... . . 95,1 96 1 972 0.6 967 96 4 96.5 962 96.2 96.3 96 3 0.2
14 Manutactuwimg, production wotkers ... EAR] 913 8.7 980 8.1 97.7 978 974 97.5 7.5 V7.8 97.5
15 Service producmg L . .o [NRA [16.8 1203 121.% 121.0 1216 1221 122.3 122,06 123.0 1233 [23.5
16 Personal income, total . . . N, 1413 184! 1577 160 7' 161.6' 101 7" 162.9 161.5 164 3! 165.1 166.6 1L
17 Wages and salary disbwsenents (L 1360 112 6 150 9! 153 8" 15-41.0' 154 1560 156.7" 157 5 158.2 16).3 L.
8 Manutactunmg .., . Lo S AR A 1249 1304 Lit o 1320 130.8' 1325 (RIS [RERS 135.1 135.7 il
19 Iisposable personal income” oo | a2 148 158 2 1613 1623 1622' 163.2 1637 1629 165.1 166.5 ni
20 Retw] sales™ .. e e PN 1307 JRER 1522 1543 1553 15583 158.0 1593 1541 160.4 1595 159.6
Prce”
20 Constinwer (1982 &1 100y .. . A 1.} S 18,2 1524 1536 153.5 15444 1549 158.7 156.3 156G 156.7 157.0
22 Producer imshed goods (1982 100 A 1247 1255 1279 1287 129.1 1294 1294 1300 130 % [RIKG) 1306 1315

Lo Datam s table also appeat i thie Board's GoU/ (19) monthly stabstical elease. bor
the ordenng addiess, see the mswde hront cover, Fhe latest historicad tevision ot the mdustiial
productient index and the capacity utibization tafes was released m November 1995, See "A
Revision (o Industiiad Production and Capacity: Utldizauon, 1991 987" Federal Reserve
Buifean, vol, 82 January 1996), pp. 16 25 o o detaled descnption ol the mdustrial
production niles, see Idustal Production 1989 Developnients and Thstoneal Revision,”
Federal Reserve Butlenn, vol. 70 (Apa) 1990), pp 18/ 204,

2. Ratio ot index ol production to mdex ol capacity Based on data tiom the Federal
Reserve, DRIEMeGraw-EDil LS, Departtnent of Conunerce, and other souees

3. Index ol dollar value ot total constraction contracts, ineluding residontial, nonesiden
tal, and heavy engineening, rom MeGraw-Hill Informgtion Systems Company, BEW Didge
Division

5. Based ondata from LS, Department o Conanesce, Survey of Curent Business

6. Based on data not seasomally adjusted Seasonally adjusted data ton changes e the price
mdexes can be obtuned from the U8, Depatmeat of Labor, Burean of Eabor Statistics,
Monthiy Labor Reviey:,

N . Basic data (not indeacs) for series mentioned menotes 4 and 9, and indexes for seties
mentioned iy notes 3 and 6, can also be lound o the Swrvey of Crrrent Business.,

Tagures tov indusinal production dor the Tatest month are prelimmary, and many hgues tor
the theee months preceding the Latest month have been evised. See “Recent Developments in
Industial Capacily and Utlizanon,” Federal Roserve Bulletin, vol. 70 (June [990), pp.
HEE 35, See also Mndustial Produciion Capacity and Capacity Utilizaton sinee 1987,
Federal Reserve Bulletin, vol. 79 (June 1993}, pp. 590 605,

- Based on data o ULS, Depantent ol Tabor, Emplovient and Farnings Senies covers ‘
employees only, excludig pessonnel m the anmed torees.
2,11 LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT
Thousands of persons; monthly data scasonally adpusted
1995 1940
Catepoty 1993 14994 1995 —
Dec Jan beb M Ap May' June! July

HOUSEHONDY SURVEY DATAL

I Cividean labor toice? P 129,200 131,050 132,304
Fanploymens

2 Nowagricultwal mdustiest o [JWNR% 119,651 [ 21400

3 Agticullme R 3119 140 3440
Unenployient

4 Nuwnober . .0 . L. Lo RB,040 7,096 7401

S Rate (percent of civibian labos foeey . 64 .1 50

FSTABLISBMINT SURVEY 1XATA

6 Nonagricultural payroll employment L A U2 1) 14,172 117,203
7 Manutactunng S 18,075 18,321 18,468
8 Mining . ... . e . ol 001 58()
9 Contract constinction, . L N B 4,608 4,9%6 5,158
10 Fransportation and public utilites e 5,829 5,993 6,165
I Thade .. e FE . 25,755 20,670 27 585
12 Fianee .. AP . - 6,157 6,806 6,830
13 Sewvice . L Lo 30,197 ALS79 33,107
I+ Governnient . A N . 18 .8 19,128 19,310

132,352 132,903 133,018 133,055 133,361 133,910 133,609 134,181

121,656 121,608 122,143 122,604 122720 122,971 123,228 123,382
3,825 3,529 35109 3487 3,308 3,491 3,382 3,502
7,371 7,677 7,355 7,504 7,260 7,448 7,060 7.297

S0 5.8 5.5 5.0 5.4 5.0 33 5.4

118,136 HB,070 118,579 118,737 H18,928 119,335 119,555 119,748

18,367 18,309 18,332 18,282 18,283 18,302 18,298 18,278
570 569 573 574 73 576 574 570
5,223 5.2 5,349 5,340 5,353 5.384 5,400 5,431
6,249 6,254 0,270 6,289 6,294 0,311 0,329 0,136
278382 27,780 27,809 27,891 27,072 28,0066 28,162 28,2014
0,887 6,894 6,919 6,932 6,942 0,964 06,908 6,987
13,001 33,694 13,902 34,035 M, 014 4,274 A4304 34,392
19,347 19,330 19,365 19,304 19,397 19,458 19,454 19,491

I Bepmnmg Januwy 199 1 aeflects iedesign of cinent population suevey and population
conttols hom the 1990 census,

2. Pensons sisteen years of apge and older, imcduding Resident: Avmed Forees Monthly
Ignes are based on sample data collected during the catendan week that contans the twelith
day; annual data aie averages of monthly figwes By delintion, scasonality does not exist in
population hgwes,

3. Iicludes selt-cmployed, unpaid family, and domestic sevice workers

4 lueludes all tult- and part une employees who worhed dunng, o teceived pay for, the
pay penod that meludes the twetith day of the montl, excludes proprietots, seli-employed
persons, househotd and unpaid Lannly wotkers, and menbers ol the ammed forees, Data ate
adjusted to the Mareh 1992 beanchmaek, snd only seasonally adjusted dataare aviulable at this
e,

SOURCT. Based on data from U.S, Department ot 1 abon, Eplovment and Fainingy



Selected Measures  A43

212 OUTPUTE, CAPACETY, AND CAPACTEY UTIIZATION!
Scasonally adjusted
1945 1996 1995 1996 1995 1996
Senes - [~ — ¢t ‘_‘" - _ 1 - =
Q4 O 0l O 03 01 0l 03 04 01 02
Output (1987 100) Capacity (pmcun of 1987 output) ‘1 ('upuuly utilization rate (pereent)”
{ Total industry .. 1223 122.5 1234 125.2 146.3 I 147.7 149,14 150.6 T LREY 829 Iv 82.8 832
2 Manutacturing . .. 1241 246 1293 1273 150.2 151.9 1535 1554 8.6 82.0 1.6 82.1
b Py processig | . . . AP 1371 1§7.1 116.7 LI%5 1352 1l 1369 1378 80.6 80.1 852 860
4 Advanced ]m»u\smg e . 17 s 1281 12941 14105 157.5 159.5 1615 163.5 80.9 K03 801 B0.4
S Dutable goods, ... 133.0 1342 136.1) 139.5 lon7 164.2 1667 1094 2.3 817 816 824
0 Lumber and ]muluu\ 1040 1058 1016 10381 tos 1209 17 1224 873 875 85.9 88.4
/ Pomary metals . 118.2 1i8.8 118y 194 128 & 1295 1303 1314 918 91.8 91,2 91.2
8 Tron and steel 1204 121.3 1226 1233 132,9 1335 1344 1357 L3 90,9 9172 9.9
v Nonlerous IERR 153 113y 11409 1233 124,00 1248 1255 97.4 93.0 91.2 9.5
10 Industial machivery mnl u]mpmuu 178.9 186.8 195.3 201 4 2001 2120 2181 224.5 K0.8 88,1 89.5 89.7
11 Llecuical nl.ldm\ul) 1784 1829 186 3 189 4 2003 2139 2218 2209 RGOS 8535 840 B2
12 Menar velucles and pats 130/ 140.5 1320 1459 1716 & 179.2 181.3 1829 796 T84 o 798
13 Actospace and miscellaneous
transpodation cquipient .. 860 790 840 8O3 (30,1 1293 128.6 128 1 66.8 611 65.3 67.4
14 Nondurable goods [RE] 1139 (R 1138 1377 1384 t1o0 1396 830 82,4 817 R1.5
15 Texnle null prodocts oo 10904 106, 109.3 13t 6 1128 133./ 1 843 824 79.6 LN
16 Paper and products o, [IDA 1181 [REXY 1192 1328 1319 1349 1358 90.0 882 85.0 87.8
17 Chensicals sod products . 124.6 12641 1269 1261 155.0 156.5 1575 15K.5 80.1 80.7 80.6 97
18 Plastscs matevials | HIR 3 1231 1269 .. 1154 [RYR 138.6 873 89.7 91.6 .
19 Petroleum products 109.2 1077 109,/ 17 1{6.4 6.6 [RE{% (AW 938 924 93,9 AN
200 My L 110.2 OR.2 V8.7 100.8 e 1119 111y [RRRY 89.5 878 88.2 PN
23 Bulities ... 124,/ 1241 1267 1267 135.2 135.6 136.0 136.5 92,4 915 93.2 928
22 Jieensc . 125.0 123.7 1264 1272 1325 1330 1434 1339 04 3 93 | 94 § 94.9
4 I JE N SV NV S S SN S S 1 _
19713 1974 Previous eycle® fatest cyele® 1995 1996
fhgh 1 ow Figh 1 ow jL High Low July th j Mas, L Ap! May' June ] July?
Capacty ublization ate ||uunl
e R R St N ety S R B R B
f Total industry 842 720 87.3 718 84.9 8.0 83.3 LR 82.0 83,0 83.2 R34 332
2 Manufuctuning 88.Y 168 873 0.0 85.2 0.0 8.4 821 813 %19 820 823 82,3
T Prmay processing L 922 068.9 89.7 608 $9.0 R 86,/ 84.9 854 85.5 860 86 9 86,2
4 Advanced processing 875 10 863 74 835 0.1 806 811 o 80.4 80.3 B0.0 807
5 Durable goods .., . 88.8 685 869 65,0 84.0 137 817 825 809 K21 822 82.9 83.0
O T umber and [undluls . 90,1 62 876 609 933 761 86,9 84.8 88,2 8R.7 871.6 89.0 817
/ Promary metals 100,06 062 102.4 408 928 742 924 KU 8 90.3 9.0 90.6 o724} 0.8
8 Iron and sweel oL 105 8 60.6 110.4 18,3 0s.7 12.0 898 88.9 891 90.8 897 02.1 909
D) Nonletrous . 929 013 9.8 0?72 887 75.2 948 Y1 o Y1y 911 1.6 918 90 8
10 fdustoial niachinery i
equipment 9.4 [ 921 01y K40 708 862 899 849 K95 89.5 901 89.9
[B] Flectacal machinery ®7.8 638 894 T 849 710 86.2 #9.1 81/ 825 821 82.5 825
(2 Motor vehickes aad pats 934 511 vi0 44 5 A5 1 SO0 T 719 667 191 794 810 B2
14 Actospace aid miseellancous
Lranspottation equpment 710 60,0 811 60,9 38.4 /8.8 o7 2 655 667 670 673 078 678
14 Nonduable poods. 819 718 870 76.9 K6/ 80.3 83.1 8Ly 816 815 1.7 LYIN] 813
15 Texote mull prechicts 92.0 6l 917 748 92.1 788 837 194 814 R0/ 81.0 B0 82.4
o Paper and products 969 690 94 2 Ly 94.8 86,7 91.6 K41 854 8717 87.4 87.7 890
17 Chemicals and products 879 699 85.1 it H5.9 70.0 799 B 80,1 9.4 197 79.6 7.5
18 Plastics matettals, | 10240 S06 | ne Y 64 97.0 148 879 913 926 934 94 5 . .
9 Petroleum poducts | 96,1 811 } 89.5 08 2 88.5 840 937 94.4 94.0 PRR 918 946 929
20 Mining. . .. 94,4 LB 96.0 RO 80.5 8.1 90.0 8.0 DI 87 896 g1 9.9
24 Utihines us.6 825 883 760 9206 B34 90.8 931 94.0 921 93.7 922 90.3
22 Bleete, . 99,0 82/ ) KB4 TRT 94.8 8.7 924 949 95,2 94.0 90.1 Q4.8 0926
| I L

L Diata o thos table also appear m the Bowd's GUET (419) monthly statistieal release, Tor
the ordermg addiess, see the mside front cover, Fhe latest bistatie o revision of the mdustial
production mdex and e capacity utilization wates wis released i Noveniber 1995, See ©A
Revision to Industual Production and Capacity Utilization, 1991 95, Federal Reserve
Bullein, vot 82 (Juawary 1990), pp 16 25 Loy a detailed desenption of the industiial
production mdex, see " ndustial Production 1989 Developments and Histonical Revasion,”
Federal Reserve Budtetin, vol. 76 (Apud 1990y, pp. 187 204,

2 Capreity wdhizanion os calenlited as the sato of the Tedetal Reserve’s seasonally acjusted
indes ot mdustual production to the conespondimg, index ol capacity,

3ol'imary processmg ncludes eanles: lumber, paper; ndustial cheoncals, synthetie
matenals, tertdizen miteials, pettoleunt products, tubbes and plasties; stone, cliay, and glass;
primary melals; and tabuicated metals,

4 Advanced processing imnchudes foods; tobaceo, appatel; futiitne and liatwes; printing
and publishing; eliemical products such as diugs and torfeties; agucultusal chemcals, leathe
and products; machinery, wansporianon equipment; mstruments; and mscetfancous nuimiac
ties

S, Monthly tnghs, 1978 800 monthly lows, 1982,

6 Monthly highs, (988 89 monthly lows, 1990 91,
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213 INDUSTRIAL PRODUCTION

Monthly data scasonally adjosted

Indexes and Gross Value!

Group

MATOR MARKE 1S
| Tatal indes

2 Products
3 bmal products .

4 Constinet g_nmlx lnldl

5 Durable constmer goods

4 Automotive products. ., L

} Autos and tiucks. .
X Autos, consumer ..
Dl ‘Crucks, consumer .

18] Ao pants and alhed ynm\x

i Other .

12 }\pplmnus ulwmnnx, .unl du

conditioners,

13 Capeling and qunluw .

14 Miscellancous lonme goods.

LS Nondutable consumer goods

16 Fouds and tobiceo ..

17 Clothmg,. s

18 Chenneal pmdmh

19 Paper product,

20 Lncigy .o
21 [uels o000
22 Residentudl wtilitics .

23 Fquipment ..

24 Business u[ulpmml .....

25 Intonmation processay ad ul‘llul
26 C umpulu aed office equipment
27 Indusuial .

28 Traasit

20 Autos and ticke

) Other .

Rl Defense and \pdu m;mpmun

32 il and gas well dulhing,

33 Manufactured honies

34 hmermediate products, ol Lo
15 Constiction supphies |
30 Busiess supplies .

37 Matenals
3 Dimable ;,muls nm[u

39 Durable conswner paits
H) Fquipment paits ..

41 Other .
42 Baste metal m.numI\ ..
43 Nondurable goods materials
L8] “Textde mateadls .

15 Paper materals |

R Clenpeal nratestals

47 Other .. .

48 bnergy nmnn..ls

49 Phmary encigy e
50 Converted fuel m.nlumls

SPUCIAL AGGREGATTS

ST Total excludimg aatos and trucks .. L

52 "Total excluding motor vehteles ad pars

53 “latal excludiy computes and office

egupment . .

5 Consumer goods udmlm;, .mlm “and uud\\ .

35 Consumer poods excludmg energy

56 Busimess cquipment excluding autos and
ftuchs ..

Buosiness equipme nl N \Llll(llnL u»m;mlu und
oftice equipment

Maitcrials excluding LIILIL)’

wn

-
E3

1996

.m lich, Mar, A[)II May'

fndex (1987

100y

1992 1995

pro 1995 .
por- avg,
fon July Aug. Sept, Oct. Now. Deg,
—
] 1

100.0 121.9 121.5 122.7 122.2 122.6 122.8
6.6 [RE 118.0 (e 2 1IK3 118.8 1.2
4063 d 1212 1224 1213 1219 1221
28.6 1151 1140 1159 1149 1159 11s.7
56 12:4.2 121.4 124.0 1214 12409 1263
25 11307 11283 L 107 1265 1 1305 ) 1728
L6 13 1239 132.0 125.6 [29.8 1321
9 103 1 101.0 1006 1002 160.2 99.5
v i8l.7 1639 188.2 179.1 1828 190.6
9 1278 120.0 126.6 1267 130.2 132.7
30 IR0 I8 1 18,1 o6 1189 1199 120.5
1 [RRRY 1322 1358 130.4 10,0 1453 1419
8 5.8 10179 1044 106.9 1056 1041 1074
1.5 18,2 1/ RO 1178 6o 7.6 1183
RRNG) 12n 113.0 (IR LT 2 [RRR 12
103 1.3 1128 1R 1116 [REW! o9 1106
kX1 PAR DARI) v3Y 931 w2y 915 897
4.5 1313 128.6 1326 [REX) 1357 135.0 1365
Y 1066 107.0 1067 107.3 106.6 108.4 1063
2.9 1165 L16.1 (R 1vo [IRN! 1211 1195
) 108.8 108 2 108.4 ttd 107.3 108.2 108 O
2.0 1190 tig 12R.2 1222 1S4 120.6 1241
27 | BSLed | pdne | 1829 ¢ 1301 1 LRLS | 1dd | 132
147 1557 1557 157.5 1582 1568 (569 1S8.4
N 198 1 197 2 2000 203.0 2005 2081 2004
Lat 3735 3707 379.0 1 3900 | 4029 | 4178 | 4317
40 1271 1291 1287 1286 1291 1295
20 1398 [38.0 137.9 1223 190 124.5
L2 (39.9 Ly [GRA 1387 1342 1151
1.4 1226 ] 1222 [ 1233 | 1200 | 1214 | 1217
33 665 66 1 652 61 620 620
8 B84 89.5 88,3 835 83,1 818
2 L8 6 1550 [58.0 1589 161 8 l6d 4
4.3 [$DX1] L0§.5 19 4 s s .2 109.3 [RIN]
5.3 108 2 1073 107.0 108.4 1083 1087 110.5
9.0 109.0 100.5 o 1103 .9 1099 L1040
94 270 | 1208 | 1281 1281 1 1281 12840 | 1284
QO | LA f 02 ] 2 3 | b L [ B39 1483 | 1448
4.0 1385 1339 1384 1308 138.0 1401 1303
15 6.0 tod - 1671 (GO oy 4 L7068
9.2 126.2 1244 1249 1268 126.5 127.2
31 1257 1249 123.1 1270 t24.4 126.6
89 1198 L18Y [18.8 1178 LK. 117.4
N 169 2 102.6 109.2 106.2 107.3 1633
1.8 t20.5 1239 120.4 H7 1204 115.2
3O 11244 1244 | 12300 1233 ] 1229 121.9
2.0 o5 138 11h6 1151 td.0 1t8 Y
97 106.6 107.5 108.5 105 ¥ 105.5 5. 1061
6.3 aty (U 1ot 1012 U 100 8 00
A e | LSt 1228 | IS0 | 11 LS4 1162
7.2 1215 121.2 1223 1224 1219 1223 122.5
95.2 1209 1207 1217 1218 1213 127 1219
K. 1182 117.8 18y 189 [FEN 118.4 i8S
274 1140 1140 IR 144 1140 115.0 L47
259 R s AN 1157 s 153 1153
12,5 1570 154.2 [58 9 159.5 158.4 159.0 L60.5
122 1330 1332 1344 43 1316 130.8 133
297 1340 133.7 35.1 1361 136.2 130.6 130.4

4429
129.6
1281
[EON
1221
6106
8a.l
158.1

108.5
1072
109.6

10010
116,60

1219

R0
L1140
1139

1635

1320
136.0

463,
13t
133.2
R
1235
631
§9.7
157.8

3

B
2205
3

3

)

10V 3
109.3
[[IFA

1294
147 3
[BYN|
e’

1230

120.0
123.4
115.4
1193
120.3
i

77.0
1731
1372
118.5

1383
105.7
1169
1144
123
‘R Y9
136.7
5.8
1239
122
1288

136.5
1627
2210
4760
Ll
1212
[IRXY
1225
612
96 3
168.2

109.6
s
LOR.6

129.1
145.5
132.5
1768
1274
1244
1163
103.0
1137
121.6
(161
108.2
1039
116.7

1323
130.6

——

REN
135.9
1041
vy
127.2
1185

1397
1044
1/
16
12,2

88K
g
1061
121.8
1e.s
126,2

139.2
166.3
2249
491.1
2949
136.1
1400
1221

640
100.6
170.7

JOR.6
109.2
W84

1303
147.3
1421
V772
126.8
1237
LIR.g
104.9
LIRY
1236
17.8
107 ¢
103.1
L4y

June July!
T 7
1252 | 1260 | 126.2
121.2 121.8 122.0
125.0 1255 1259
Ho.l Lot t6.5
1261 L30.1 1319
134.1 137.5 1450
135.4 138.9 119.8
106.2 LHo.4a Lios
(K7.3 (832 ] 2003
1299 1331 133.5
192 123.6 1275

1389 1516

105.5 110.0

18,2 L18.0

113.7 1127

s L4

89,2 88.2

140 1323

107.2 106.6

1220 | 1196

L7 17

126,3 1234

139.4 140.8

106 2 168.5
2259 2299
5033 513.1

1294 1287

135.1 138.9

138.2 419

121.2 124.0

64 <4 638

1043 102.3

1704 172.4

w7 Io.s 110.2
o4 112.8 128
19,4 1092 187
13t 1325 132.6
148.8 150.5 Ist.1
1434 148.0 | 148.7
{788 Int.3 IRt
1281 127.0
1243 124 3
[19.8 120.5
100.1 1070
IR 118.2
125.3 120.5
LIR3 119.0
107.5 106.9
124 1027
117.8 II()‘) 11544
124.8 1255 125.4
1242 124.8 1247
120.1 1207 1208
L14.8 46 | 1143
LS4 1157 Ll6.d
168.8 170.9 170.9
1338 135.4 135,60
1309 141.3 1417
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Indexes and Gross Value!'-

Continued

Selected Measures

A45

Giroup

MAIOR [NDUSTRIFS

59 Total index

O Manubichumg

01
o)

63
[
09
06

o7
O8

Primary processing.
Advanced processing . L

Dunable goods

Fanber and products
Furnitaie and fintures
Stone, clay, and glass
products L
Primary mataly
hon and steel .
Raw steel .. ..
Nontenous BN
Labscated metal produces
fndusiuial machuery and
cpment,
Computer and othee
cquipment. ..o
decyrical machiery
Trnsportation eguipnicut
Moton vehickes and paits
Autos and hpht ks
Avtospace and
mivceffaneons
trausportation
cquipment
(strumients
Muiscellancous

Nondurable gowds .

Fols .
‘Tobaceo prducts.
“Tetile mill prechicts,
Apparel products
Paper and products.
Prnig and publishuiy
Chenneals and products
Petroletns products.

Rubber and plastic products

1 eather and poduets

92 Mg L

Metat

Coal ... .
Ont aed gras eateactionr |
Stone aned eatth mmeraly

97 Uuliues

tlectrie
Cras

SPLCIAL AGORT GATES

100 Manutactonng eachuding niotor

vetucles and parts

101 Manulactunng excluding ofhce

and computing mactunes

MAIOR MARKI 1S

1002 Prodhucts, total |

108 fmal o o oo

104
105

Constmier goads L.
Fyupment

106 tenedeate

SIe

code

3

LR}
3
ANpr
33 00
4

7

3

3

371
3L

09
8
3

SUTRONIHE
Jwooser

1392
pro
pot-
lion

[SUIX()

854
200
S50

10s
9.l
1o

iR

3.0
0.8
9.9

2,002.9

1,550
[KIXRN
SIKE
450.7

1995
[T L o
avyp, )
I July Aug, Sept Oct, Neny
do—Lo - S (N EE
1219 121.5 122.7 1228 122.2 1226
1239 1233 1242 9 1244 124«
176 1169 oo 17.8 1170 7.1
12608 126 3 1278 1280 1279 1280
1305 1315 1342 RIS £339 it
1045 1037 1047 106 2 105 7 104s
o Ikl 1oy 1120 | 1109 1098
1011 10372 1030 38 104.5 1oty
1?2 K3 [RR 1210 115.7 1208
1204 13 I 1210 15,1 126.1
1L S 1142 11K.0 (AR 1164
1148 1165 L (AR t15.8 L13.Y
1139 [ 1113 151 IR LLES
{778 176.0 /05 181.3 183K 180.5
(VAN T 179.6 390.0 4029 4178
171y 1757 INh 180 8 182 4 1836
(AR 16 141 104 1093 108.0
1LY 1367 1421 1433 1397 1307
1313 [IRE (RIN¢ 132.8 1281 [RUX
LR 870 872 R34 R0.0 7.1
110/ 102 1114 1 a4 LS
127,/ 12004 1224 1204 2 (RN
[N [NR] [N [RRX] L1453 1
[ARE] 1153 1155 L1s = (RN 11438
92 PN 913 90.2 a8 KY.9
2.6 1099 (1244 Lo.s |RU 108.9
0y / RERY DI 9d,5 033 924
18 121.3 LIso P18 1107 [RYON
991 090 LOo S DORY 989 99,3
1250 1210 1244 125,14 126.7 1260
108 3 1090 108.9 LD (b 106.9 7 4
1394 1377 138./ [RDRY 139.7 140 4
813 187 808 80.9 79 8.2
099 ton7 Loeo 1000 LI 983
169 3 1722 1721 1708 178 3 1759
129 1ns7o 109, t1o. (2.3 109,
ot 919 924 gt 89,2 St
[N LEss [RERA [ERN RN oo
{220 127 128.8 1227 121.6 1254
1221 1222 1300 1227 1237 1230
7 1205 [P 1224 1136 132
1728 122.5 (RN 1238 1234 1230
1195 1IR.Y [RDR 120.3 119.6 1196
_ JERS S SN S
Gitoss vadue (billi
2,245.6 | 2,238.8 | 2,257.8 | 2,208.1 | 2,240.3 | 2,255.8
LT |13 [ L7605 | 1,768 2| 179 | 1,758
LISOS | L2400 [ LIS 7 [ a0 | 1129 1] L1393
G183 019.2 024 8 02/ 616.7 6l7s
1969 495.6 497.3 4999 AOR.4 4990

Dee,

1228

1218
7.3
128 4
[REXN
1069
109 3

1043
120,0
1227
1180
1162
Lso

1901

4317
1828
1007
L4t
135

794
1097
[RETY

[NRE
[ARS
8R4
108 1
DY
1182
R
1265
108
£19.3
768

OK. 1
1728
108.5
Yirt
(124

125.1

1239
1299

12309

s

2,265.7

1,768
1,139.0
6209
S03R

Indes (1087

-

Jan

1393

105 %
RN
18,4
113y
[
LIs6

Y
Y
1824
10x.3

1355
1235

LO8 9
1250

1255
1256

1239

HOS

2,248.9

17530
[N
6251
4959

el

10y

X1
1t
120

[RREY
1160
uhu
106
BB
13
98,/
1271
1.2
149,/
Al

V8.0
157 1
108 0
9.2
7.2

126.6

1260
126 %

1254

vy
— 1

ons ol 1992 dollus, annual vates)

2,293.1

170,27
[RRLY)
6158
JUR.8

1094

H Apr!

123.6 124.5

1252 1265
1/ 175
1J9.0 130.8

1356 1383
18] 1084
1077 8 Y

1029 103.6
180 192
120, 1229
1119 1129
1148 142
L6 1 115

1978 1990

1760 1wl
1879 1873
1034 1o
1713 1413
1099 1355
85/ 860

1129 128
124.0 1226

L1306 [13s
L1560 1154
Q2.0 94 6
109.0 108 2
897 90 <}
1155 Y
96/ 06 3
1265 1260
1w Q 1007
BN 1376
767 762

10l 1004
1661 158 %
(RO 1095

926 933
(RS 1156
1280 120.4
127.1 1257
(R 1289
1254 1255

19s {207

2,269.5| 2,300.3

/6681 1801.5
1L1295] 11449
0373 6500
027 4O8.8

1019
Hao
1218
(IR
15,1
167

2010

5033
188.8
1LY
147
1353

80.3
1174
123.0

a0
1154
919
LOR.8
908
1195
v7.5
1264
109 8
1407
/8.9

0 2
1643
11y

2,308

1.803.5
1 145.6
657.9
5013

June

[NRR
1146
9310
[REW
909
L1oa
96 0
1265
097
105
AN

1019
144
IR

PN
(WYY

126.9

1220

2,310.9

18107
L145.60
0650
06,2

l July?

126.2
128.0
1?2
133.0
142.0

1078
LS

{044

1200
1211

1550

12710

1223

2,204

18219
11512
070.8
5045

I

Do this table also appear i the Bound™s G/ 1019y ontidy statistical release, Loy

the ordermy addeess, see the mside front cover “The Latest ustorical revision ol the industinal

production ndex and the capacity unhzation taes was weleased m Novembes 1995, See A

Revisson o Industiad Production and Capacity: Utillization, 1991 95" Federal Reserve

Bulletn, vol 82 (January 1990), pp. bo 29, Tor a detaded description of e nxlustinal
production mndex, see custial Producions 1989 Developments and Historncal Revision,™
frederal Reserve Bulletin, vol 16, (Apiid 1990), pp 1R7 204,

o

Standand mdustigal Classilscation,
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2.14  HOUSING AND CONSTRUCTION
Montily frgures at scasonally adjusted annual rates eacept as noted
19985 1990
ltery 1993 199:4 1995 —T - —
Sept Oct. Nov, Dec. Jan, leh Man Ap! May June
Puvate residential eal estate activity (thousaids of umits except as noted)
NEw UNIES .‘
I Pernuts anthonzed L 1199 1,372 t332 1,427 1303 1450 AR7 1,378 1,417 1423 1,459 1,452 i,415
2 One-tamily. .. . oo 987 1,008 97 1,O79 1,050 1,073 1123 1,050 1,087 1,007 [NER] 1,008 LO8S
4 Two-tamily onmowe L 2138 303 139 348 3 77 64 322 330 326 344 354 330
4 Statled .. ... [,288 1,457 1,354 1,401 1,351 1,458 1,425 1,453 1,514 1,439 1,511 1478 L74
5 One- 4|mly ,,,,, . 1126 1,1u8 1,076 1,130 1109 1,129 1,150 1,116 1,183 f104 1,209 1,144 1,201
6 Two-tamily o more .. 162 259 278 271 242 329 275 307 131 276 302 134 21
7 Under construction at end of puu)dl 080 76 776 783 81 790 RO 803 800 slo 820 833 842
8 Onelamily ... 543 558 547 555 SH0 562 564 509 5605 S8 591 594 G4
9 Pwo-tamily oo moe L 137 204 229 228 224 228 234 234 218 235 238 239 238
1) Completed PRI 193 1,347 £33 1,207 1,320 1,364 £,225 1,404 1,328 1,391 1,350 1,2 1,398
il One-fanuly .~ ..o 1,040 1,160 1,060 1,009 1.039 1,081 1,003 1113 1052 1,112 1,073 1,108 1,100
12 Two-fannly or more P 153 87 247 258 281 279 222 290 276 279 277 R4 298
13 Mobile homes slipped o 254 304 3eld) 152 354 358 152 352 341 od V7R 309 372
Merchant builder actviy in
one family wnts
14 Numbersold ... ... .o 0666 670 668 084 o1 679 6%3 743 784 713 140 739 126
1S Number for m||« .11 uld ul pcmxl] . ROR) 147 372 350 360 368 372 370 155 308 169 305 163
Price of wmn mhl (thowsandy
of dollar )’
16 Median, 1261 [30.4 1334 130.0 1352 137.0 1386 1319 139.4 1370 140.0 136.0 140.0
17 Average ... 1476 1537 157.6 £95.6 1562 160,/ 1656 1553 1637} 162 1! 1700 1621 1653
FEXISTING UNIES (one fatmly)
18 Number sold 1,800 3946 3,801 4,000 4,070 1000 A870 3,720 3,940 4,200 4,200 4,280 4,100
Price of wuts spld (thowsands
of doltar o'
19 Median. ..o 106.5 109.6 122 1148 12 143 1139 [BER 140 1157 1165 117,60 122.9
200 Average L. 133.1 136.4 138 4 112 1367 £39.5 1387 141.2 138.7 1441 1419 144.4 150.2
Value of new construction Grallions ol dotlais)®
CONSTRUCHON
2t ‘Total put in place ... ... 482,737 | 527,063 | 547,079 | 550,467 | 549,952 | 549,745 | 555,701 | 558,952 | 544,577 | 556,983 | 564,985 | 559,198 | 56589t
22 Pavate o0 0 L 302587 | 400,007 | 410,197 [ 418,326 { 410,550 | 41L015 | 417,191 | 418890 | 411,248 { 419720 | 423508 | 417404 | 424,749
23 Residentia PRI . 200455 | 238,873 1 236,598 | 237,063 | 237952 | 239,938 | 243,104 | 242474 | 238558 g 247,469 [ 240,744 | 236,076
24 N(llllL\l(lLlllhl N Cee 152,132 1 161,134 1 (73,599 | 173,663 | 172598 | 171,077 | 174,087 | 176422 | 172,690 176,000 1 170,670 | (78,673
25 Industrial butldmigs 20,482 RN 32,301 32,427 31422 32,032 31,996 32,498 0,792 0,316 27,363 29,560
20 Commercial buldmgs 53,379 50,728 67.528 67,600 67,259 05,555 66,447 060,475 60,101 07,485 68,748 09,043
27 Other buddings .0 26,219 20,901 26923 27,30 27,899 27418 28,197 28,103 27,470 277 884 27,426 27,755 29,837
28 Public utiltties and other ..., 46,056 45,498 40,847 46,236 40,018 46,072 47,447 19,349 +7.967 49 868 50,872 49,804 50,433
29 Public, . NP - 120,151 127,056 | 136,884 1 (39,040 | 139,402 | 138,729 | 138,510 | 140,056 | 133,329 | 137257 | 140,417 | 141,784 | (41,142
300 Milituey o0 o0 2454 I 1.005 3218 2,295 4,21/ 3201 3,554 3,082 3126 3,192 3015 3,307
31 [llgh\w QY. oo 0 e 3,342 57,673 R, 16t 38,200 40,125 38,344 40,402 19,444 40,950 9,527 3,763 38,071 38,517
32 Conseivation and dmlnpnunl S 5908 6,370 0,389 6,212 5,222 5,888 6,014 5,352 5455 5,811 3,884 5,689 5,920
iRl Other - e . 77447 80,094 80,320 91,50t 91,760 91,280 B8, 881 91,7006 82,930 88,703 92,578 V3,009 93,398
1. Not at annual rates SOURCE Bureau of the Census estanates for all series except (1) mobile homes, which aie
2. Not seasonally adjusted puvate, domestie shipments as wepotted by the Manutactued Housmg Institute and scason-
1. Recent data on value of new constiuction inay not be stiwctly compaable wath data tos

previous petiods because of chinges by the Burcan of the Census s estimating techngues.,

For a desenption ol these changes, see Comviruction Reports (C
Census Buteaw m July (976,

3076 5), issued by the

G 19,000 juiisdictions bepinning i 1994,

ally wbusted by the Census Buteau, and (2) sales and pnices ot existing ungts, which me
published by the Nattonal Assoctation of Realtors Al back aid curtent figuees are avanlable
from the ongmatng ageney  Peumit authonzations ae those sepotled to the Census Buican
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2,15 CONSUMER AND PRODUCER PRICI S
Pereentage changes based on scasonilly adgusted data exeept as noted
Change ftom 12 Cliange om 3 months catlict Change fom | month carlier
months carher Gannual wate) ke e ponth cinte
L ] J— I, _ - _ ITAGN
Iten fevel,
[DDAY 1996, 1990 July
1995 1996 - I S (R I B TSR
luty July
Sept. e Mai June AMa At May Tune huly
CONSUMER PRICLUS
(1982 &4 100)
I Allitems . ... .. 28 3.0 L6 2.4 4.0 ER| o4 4 3 1 R 157.0
2 Food R 2 i 2.0 1.9 32 4o 0 A | / 5 [54.2
3 Lwergy atems L . . L. 41 1.5 19 15 & B4 it [ 11 22 | 125
4 AL ems ess tood and cneryy . 30 2./ 28 22 3.5 22 3 i 2 2 3 1654
S Commodities L L4 2.0 17 2.0 i 4 i i} .0 0 143
[ SCIVICeS CLo e s e LR i 13 30 25 RS 3.9 2 R A A A {799
PRODUCTR PRICES ‘
(1982 10y |
]
7 Finished goods, .. 1./ 2o [.6 dd )5 1.9 5 R 1 2 0 131.5
8 Consumer loods 18 4.0 8.8 41 0 40 8 K 0 16 2 1336
9 Consumes enerpy | 5.4 12 10.8 t7.8 0 2o )R O 21 9 L
[0 Other consunmier poods I ‘ 17 24 3.4 3 RS I A | 3 1 [N
11 Capital cquipmear 0L 18 ‘ 12 1.8 29 o A I I ! Nl A 138 2
Intermediate maiedials
12 Excludig foods and leeds 17 I 9 6 .0 1o 0 I 3 ) 6 | 1254
B3 Excluding eneigy.... 0 L 74 1.8 [N 29 1.5 A o t y | 3 1336
Crude materals
hboosds o000 0 0 Lo 10 247 18 208 4 58.1' 1 40 0.3 1.4 2 1304
15 Yoeigy o oo 9.4 1501 210 33.9 92 K 5.0/ RS K. LR ! 11 78S
16 Other IRE 135 170 18.4 106 79 RS By A 14 I6 154.1
1 Not seasotially adjusted, SOURCE LS Department ol Fabor, Buicau ol 1ibor Statistics,
2 Prpwres tor consunier prces are for all uihan consumers ane seflect o rental equivalence

nieastiie ol homeownership
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2,16 GROSS DOMESTIC PRODUCT AND INCOME
Bullions ol current dollars exeept as noted; guartetly data at seasonally adjusted annual rates
1995 1990
Accoun 1993 1994 1995 - —_—
Q2 03 04 Qt T Q2
GROSS DosESHe Propue |
I Total . 6,553.0' 6,935.7" 7,253.8" 7,204.9 7,300.8' 7,350.6" 7,426.8' 7,538.1
By somrce
2 Personal consumption expenditures G454 ] 47009 1,924.9' 49108 49579 4,990.5' 5,000.5' 51430
3 Durable goods 5307 SR0LY 606 <4 601.0 6158 0128 0252 Odh.0
4 Nondwable poods 0 00 0 L 1,368 9 14207 [,485.9' 14867 1,491 2' 1,494.2" 1,522.1' 1,549.3
S Nevices L 25546 2,000 3 28320 28108 2,850.9 28838 29132 29531
O Choss povate domestic mvestiment 8711 10844 1,065 3 1,050 3 1,07:4.8 1,064 0 1,068 9 10830
} Frved mvestment L RH0 S 9549 1,028 2 LOI6 3 1,036.0 1,046 2 L0707 LOBL.6
8 Nomesidential 598 8 007.2 73RS 7344 746.3 7497 7690 768.0
9 Structures . 1718 18(.2 1997 197.6 2025 2010 208.4 205.9
10 Producers” diable equipment 270 JR87.0 SAR K 5368 5438 5457 560 6 562.1
It Residentiad stiuctares 0 0 0 Lo oo 2517 287.7 289.8 2819 290.3 296.5 3017 d36
12 Chanpe m busiess mventones ..o 206 50.5 70 SLO 38,2 17.8 17 14
13 Nonlainn . 268 s 0 390 .| 419 99 27 151
1 Netexpotts of pouds il services 627 O 94 7' 1153 ®7.0' 6772 86,4 105.0
15 Faports o000 oo 065978 7191 807 4' 7973 310,04 837.0' 839.5 850.9
16 Imponts 7205 HIRES 902 ¢/ 912.6' 900.6' CIEDA 925.8" 9550
17 Goverment consinphion expenditues and goss investment . [,290 ' [.314.7 [,358. ¢ 1,359 4' 1,364.6' 1,363.4' [,383.7 1,406.2
iy Tederal PN S22 6 5164 S16.0' 5220 5168 S0L.7 518.0 8277
19 State and local 0678 798.4 R41.7 LAY 8477 8597 865 | K78.5
By major type of prodict
20 fanal sades, Lotal 6,534 6.876,2' 1,210.7° 71709 7,271 7,332 8 1,428.0! 7,526.8
21 Gioads 200 25344 2,662.2 2,640.2 2.688.8! 2,098.0 RVELRY 2,782
22 Duable ... o000 L 1,014 3 1,086.2' 1,147 % 1,138.6' 1,167.2' 1,166 4' L2 1,215.1
23 Nondurable 0 L0 1,387 2 1,448.3 1,515.0' 1,507 7' 1,521.6' 1,537 1,557.1" 1,567 5
kAt Serviees 35840 3,740 5" 3,920.9' 30080 3,950 2 3,992 4 4,027.9' 40796
25 Stuictures S170 599.3 627.0 6157 6326 6423 0514 604 5
26 Change m bustess miventories ... .. 206 59,5 0 Mo 8.2 178 17 Lk
2/ Dwable goods o0 oo 15.7 319 49 28.5 292 213 12.3 12.6
o8 Nondutable goods ) 277 22 S .1 9 110 1.2
Mi MO
29 fotal GDP in chained (992 dollars 0 0 oo oo 6,386.4" 6,608,7" 0,742.9' 6,713.5 6,776.4' 6,780.7' 6,814.3' 6,885.1
NATIONAL INCONE
W Total L e 5195.3 5,501.6' 58138 57554 5.8001.4" 59274 6,015.3' 1
31 Compensation ol employees 1,800.5' 4,004 8' 42227 4,191 6' 4,247.7 4,301 1 4,344, 3 4,420.8
2 Wages and salarics oo 043! 1.057.3' [EES) $106.0" 31,4540 35011 1.540.2° 3.600.3
3 Government aid government Citeipuses .. . oo o 5812 002 5 6217 0196 241 60209 0.0 G390
RES Othier s s 280 2,054 8 28115 27804 282994 28742 2,006.1" 2,067.3
A5 Supplenent to wages and salanes 7142 7524 7849.5 785.0 7937 800.1 RO4.1 8145
36 Fanployer contubutions Tor social msutance 3333 3502 305.5 30636 167.8 3098 375.0 180.9
87 Othet tabor meome 000 L0 180LY 4022 4240 422.0 4259 430.2 429.1 4340
I8 Propretas’ meome! 42000 4509 4783 7407 479.0 4867 499.5 S15.8
W Business and protessionall L RLLA 4159 4493 4471 4515 4549 4011 4701
A0 Bam! 32,0 150 290 216 28.1 RIR 8.4 48.7
FORental meome of prisom’ . e 102.5 116.6 122.2 121.6 120.9 1258 1269 122.6
V2 Coporate prolns L0 0 46494 5295 580.0 RIOURY 012,58 011.8 0645.1' .
43 Prohits helore tax” oo Lo 463 30 0% SROG! 7.2 o042 642.2' na
44 hwventory vatuation adjostinent .. 06 133 281 423 9.4 bt 17.4 158
45 Capatal consumption adpistiment ... 0.7 1o 159 15.0 t46 16.5 0.4 227
A6 Netmterest 0 IDRION 3940 403 6! 4052 400 7' 4019 399 5! na
I With mventory valtation and capital consumption adjustients 3. Foratter tax prohits, dvidends, and the Tike, see table .48,

2 With capital consumption adjustnent,

SOURCE US. Depactment of Conunerce, Swvey of Current Busiess,



2.

17 PERSONAL INCOMIL AND SAVING

Billions of cunrent dothars except as noted; quanterly data at scasonalty adjusted anoual rates

Selected Measures

A49

l

B A S

>

O
10
11
12
1
14
19
to

23
24
s

3
35
36
3/

14
40

T

43
4

5

Account

PLRSONAL INCOME AND SAVING
Total personal income e

Wige and salary disbursements .
Conunoduy productg mdusteies .0 o
Manutacturing R
Distrtbutive mdustoes
Service mdustrics .
Gaoverment and povernnient enferprises

Other lubor weonwe PN .
Proprelons’ meome’ oL e e
Business and professional!
P! IR
Rental meame of persons
Drvidends e
Personal fterest mcome

Transter payments -

Ol age survivors, disibntity, and health nsurance benents

[1-88: Personal contrbutions tor social insteanee . .

Louars Persomndl meome ...
Lrss. Personal tay ad nontax payments ...

LOUALS Disposable peosonal income

LEss: Personal outlays ... . e

EouArs, Personal saving, . s

MI MO

Per capita (hamed 1992 dollary)
Giross domestie product
Personal consumption eapenditures o, L.
Disposable personal meome L

Saving rate (peteent)
GROSS SAVING

Giross saving

Giross prvale saving

Personal savang . oL e B
Undistibuoted corporate plulll\l .
Catporate mvenlary vaduaton adjustment ..

Capntal conspumption allowans oy
Corporate ... e e e
Noncorponale

(hoss government saviny e
Federal el e
Constmption of ved capital P
Cunent surplus o deticit (), nattonal accounts.
state and local o
Constmpnon of fexed capital P .
Current surplus o deict ¢ ), natioal accounts

Gross investiment
Ciross povate domestie mvestment ...

Ghoss poverament mvestinent e
Net torergn mvestment

Statistical discrepancy e e

1993

N SR

5,480,1"

1,000.7'
7813
5031
OY.<

1,026 7
5842

RLIUO]
20,0
3881
320
1025
186.8
6481
910/
RER

259.6
5.480.1"
089.9
4190,
4,575 §'

214

24734
16,806.7'
18,078.0°

15

935.5'
962 4

2l
104 3
0.0

4170
23

2049
1874
08 2
25500
160.5
650
94.9

993.5
8711
21006

8872

S8.0'

[BhAY

- —

5,753.1

3,241 8
8219
6211
1392

1,075.2
602.5

H00.2
4509
A5 9

35.0
16,6
19%.6
6063.7
956.3
4729

YN
5753 |
734
5,021 7
48123

1891

25,3498
17,158.4
18,330 0

3K

L1563
1,0006.7

1894
1232
13.3

441.0
2377

496
119.6
10.6
190.2
169.2
o4
9y

1,090.4
1014
2123

1364

RN

1995

6,115.1

3,:030.6
8R035
648 4
1837

IRIOKS
0217

4240
4184
494
29.0
122.2
2HLE
7171
1LU22.6
S07.4

2945
0,115,
719438
53208
50715

2493

25,0287
17,399 5
18,799.0

47

1,151.8
071K

2493
LHLO
8.1

1454.0

2252

RO 0
87.9
738
1617
167.9
/2.4
950

1,150.4
1,005.3
209

[RIOR]

-9

0.074.4

REIVAN]
858,/
6453
1773

1,147 5
019,06

4210
QYR
44701
276
1210
2022
71606
LO16 8
S05 1

3927
0.0/
KO1A
5.272.9
5,054 4

2184

25,5559
17.395.%
18.676.0

bt

L1029
[RUL

28
135
423

4513

RREN

Rkt
86.9
/42
lal.l
171.3
723
990

£123.2
[RIATN)
137
1508

0.3

199"

6,146.9

34912
806,/
650.1
T894

1,171
0241

RARRY
479.6
4519
281
1209
2158
/199
10299
5107

2962
6,140.9
7984
5,318 9
51060

2409

RRNRIN)

170538
[8.R290

45

I, 168.0
1,085.9

2419
1506
93

1569
2247

R
Behiy
AR
158.%
167 3
7344
DR

11615
L0748
2247
1381

—~7.1

-— -

6,234.5

3,500.2
873.9
6547/
KOO7

1,19K8.0
6209

2988

60,2315
8072

54273

25,084.5
17,4599
18,980.0

5.2

1,220.6

[REhEY

4630
2334

81/
807
738
1545
1624
743
881
11739
L0640
2200

110,22

~40.7

4,308.5

3,538 2
8787
6518
8105

12151
634,00

19 ¢
4995
10101
RL
1769
2260
1261
L0630
4209

3010
0,308 5

8249

PAWARE
115/
19,041 0

[

1,217.9
IRELES

2054
(718
174

465.0
229 |

81
520
140
1552
1661
(RN
910

1,167.9
1.068.9
2288
12699

--50.0

1996

60,4113

3,600.3
00 2
6716
82201

1,245.0
6390

ARER
5158
4101
157
122.6
2208
FRRN
L,076.0
Siod

305.8
04113
86174
2,50H0
5,300

2396

28,0620

17,6924
19,0710

R

na
2300

na

158

F106
2324

na
1,093.0
REENA

na

na

[ With inventory valuation and captal conswmption adjustisents

2. With capital consumption adjpustment,

SOURCE. LES, Departnient of Conineree, Survey of Current Business
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340 USUINTERNATIONAL TRANSACTIONS - Sunimary

Millions ol dollas, quatterly data scasonally adjusted except as noted!

ftem credhits o debits

U Bakanee on canent aceount, | o e
2 Merchandise tiade balanee: PN
3 Morchandise expors . e e
4 Marchandise impaoits .
5 Mihitay tansactions, net
O Other seiviee tiansachions, net
7 Investent meonie, et
LS, povernment grants, . L
9 UK, povernment penstons and otier taosters
10 Prvate eanttances did other tanslens

L Change m US poveriment assets other han otlicial
1eserve assels, nel (inerease, )

12 Chaupe tn US ollical ieserve assets (mcease, 3,
14 Gold

14 Specral diawing n) |ll\ (SDRvy .

15 Reserve posinon m Internabionad Monelary luml
16 borein cupencies

17 Change i ULS, private assets aboad (nerease, ) oo
18 Bank weported clamms™

19 Nonbank-reported clanns .
20 l] S, purchises ol lotepn \Hlllllll S, et
2 LS, duedt myestiients abroad, net

22 Change m larepn olficral assets o Urited States (maacase, F),
23 LS Tieaswy secontes. .. L

20 Other US povernment obligations
25 Other US, povernnment labihities L e
26 Other US Tahihites Mmmd hy LIS lmnkx

27 Other toreign officad assers”

28 Change m loteen prvate assets e Gnied Stales (naeise, 23
20 lJ S, bank-teported lablites S

0 LS nonbank weported habihties

3 1n|u;n private putchases ol US, feasmy suunllu net .
32 Tucign purchases ot other US seeuttties, net

33 Foreign doecet mvestiments i Umited Staes, net

3 Adlocanon ot spectal diawing 1iphts S
35 Disaepaney . oL

36 Due to seasonal ml|ux1|m nt .

7 Butore seasonal adjustiment . . P

MI-MO
Changes i offtcial asscts
3R OLLS, ofhcial 1eserve assols Guaredse, )
3 Lorergn ollicral assets e United States, L\Ulullny Line
Gncrease, 1)

40 Change m hipanization ot Petrofewn Exporting Countnes oflicial
assets m United States (part ot Time 22)

[DON 1996
994 t9ut 1995 — —
0l Q? 03 Q4 [0
94,930 14K 405 148,154 39 054 40976 37,088 - 30,438 35,588
132,000 166,121 173,424 44,023 47,927 42,548 -38,020 42738
56,8182 502,103 SI5940 138,551 142,983 144,984 149,422 150,014
SR O0OR, S8 149,304 183,474 190,910 187,532 187,448 192,757
81 1963 3,585 628 859 1120 978 628
59,600 64778 14,780 15,244 17,093 17,657 17,758
9742 4,159 8,016 000 862 4,361 1,890 95
16,83 15810 10,959 2846 2,481 2,931 2,799 4,340
081 4,544 3,020 758 967 964 73 1,026
16,730 19,506 20,6860 5.045 4,942 5,005 5,024 - 5475
112 W 280 154 179 252 199 52
[0 S, 3440 9,742 31K 2720 1,893 191 17
0 0 0 0 0 0 0 0
Y S 808 86/ 156 362 147 19y
b 404 2460 526 786 Pl 163 849
797 9,293 06,108 925 1,780 1,261 501 1,063
192 889 155,700 207844 50,275 105,398 37,054 98,200 55,801
19947 8,101 69,146 20,114 41,2306 8470 4,510
1,581 32804 1219 1587 22,904 7,500 .
116,253 60270 98,960 7571 23,011 15,839 33,492
78,104 54465 93,304 15,054 18,247 8091 26,819
12,153 40,253 104, 757 21,822 7380 39,180 11,369 51,582
18,092 30,745 08,313 10,142 25,208 20,489 12,984 55,600
4,062 0,077 3,734 1,126 1,320 SIR To4 52
[IWAR RN 1,082 33 235 7 1,249 195
14,8 3,560 32862 10,630 1,662 18,478 3,908 3,064
2,585 2473 3,200 268 2,944 22K 280 201
178,843 245,124 1708 9,173 78,041 19,630 87,860 47244
20,859 111,842 25283 3860 104,200 20,542 32,7605 29,449
(189 10 AL578 9,076 7,285 6,945 11,272
21481 3,225 99,340 29,969 30,368 47,260 1,734 11,734
80,02 57,006 95,268 15,480 20,490 31,971 27,321 35,437
43,002 49,700 060,230 10,788 9,092 24,987 14,768 29,512
0 0 0 8] 0 0 0 0
43,550 13,724 3,548 9,806 33,854 41,533 29,420 7,496
. 6,519 206 7404 1,15% 6,365
43,350 13,724 11,548 3287 34,120 34,170 28,207 13,861
1,379 5,340 9,742 5318 2,722 1893 191 17
70410 37,000 108,675 22,153 37,148 39,257 14,120 51777
3711 1,529 3,959 412 H 0,147 1,415 1,417

. Seasonad tactors aee not cafealated for faies 1246, 18 20022 34, and 38 K}

2, Dt e on an erabional accownts basis, ‘The data differ from the Census basis data,
shown i table 311, for 1casons of coverage ancd tonmy Mihitary exporls are excluded trom

mercliandise tiwde dataand e wcluded m hine 8

3. Reportng banks mclude all types of depository msotuttons as well is somie brokers and

dealers,

corporations ad state and focal governnients,

SOURCE. 1)
Biiness

L Assoctated prarandy soth migddtary sades contracts aisd otlier trassactons aoanged witlt
ot Ihrough forey ofticial agences,
S, Cansists of anvestments in U S, corpotate stacks aied i debt secmities ol private

S Depatment ol Commerce, Bineau of Eeonomie Analysis, Swrvey of Crirrent



Summary Statistics  AS|

3 US FORBIGN TRADI!

Millions of dollars; monthly data seasonally adjusied

1995 (213}
e 1994 1994 L e e e T T T
Dee, Jau Leh, Mt Apt May June!!
boGoods aikl services, balance AN 104,381 105,004 6,309 9,680 6,651 8,012 9,600 10,516 8011
4 Merchandise P . 1360/ 106,123 173,424 12,601 15,505 12784 14,450 15,585 16,/9] {habnt
3 Sevices L 605 /0 al, /42 08,300 0,200 SRI1Y 6140 6,448 5479 6,245 6,414
4 Gowds and services, expolls PR 611953 HUE 01 TRO,509 08,088 60,493 6Y, 1038 09211 OR.U90 (9,893 0v, /106
5 Merchandise Lo . P A50,8%1 302,462 3750139 50,120 48,019 50,883 50,100 507440 51,384 S92
[{] Serviees L . 186,119 195,849 210,590 17,968 17818 18,280 18,787 18,750 18,509 18504
7 Goods e setvices, ipotls F1L990 R02,082 KO1,594 ' THAR/ 10,179 AR AW 77,289 18,590 80,439 RN
8 Metchandese, . SROLL 068,589 363 62,721 G150 03,60/ Rt} 66,325 68,175 65,0:10
9 Services . . 125519 134,097 142,230 11106 12,029 12,150 10,430 12271 12,264 12171
I Data show nonthly values consistent wathe quanterly figues mothe .S balanee of SOURCE 1 1900, LS Depatment of Commerce, Busear of the Census and Burean ot
PAYICILS decounts Feonomie Analysis.
312 US. RESERVIED ASSITLS
Mullions ol dolliws, end ol penod
1995 19960
Assel Jo4) 1993 [ e e el T e e e
Dee lan, beb M Apt May lune fuly?
I fotal. .. el 71,323 13,442 74,335 H5,832 82,717 84,2740 84212 R4710 83,468 83,455 85,009
2 Golbd stock, including 1wchangs
Stabibization I'luldyZ . Lo 1.6 11,053 [Est C10s0 {1,057 JENCAR {1033 {1,057 1,05 11050 11,051
3 Speend diawimg npius A L 8,503 G,(149 10,039 11,037 10,778 11106 11,049 10,963 11,037 11,016 (R
b Resetve position i Enterpational Monetay
fund - o {1,/59 RIS 12,030 1049 131D RS 19,244 IS,11/ 5207 15,282 15,6064
5 Foreipn cunences' L i H,00N 1,542 HH21A 492,096 J6,578 RYMOL] 46,861 16,578 o153 46,077 47,168
{ Gold hetd “under canmah ™ ar Federad Reseree Buiks tor foreipn and interaational SR holdugs s teserve posttions e IME adso have been vatued on s hases sinee July
accounts is not included e the pold stock of (e Omited Staes, sce table 313, hine 3, Gold (974
stock s valued at 42 per e boy otnee 3. Includes allocations of SDRs by the tntemmational Monetiry Tund on Jan, T ot e yew
2 Spectad dhawing vights (SDRs) are valued according o echimque adopted by the dicated, as follows: 1970 3867 nulhon; 1971 %71/ nulhon, 1972 $/710 mulhon, 1979
Intenmational Monetary Tund (IME) w July 194E Values ae based o werghted averape of S0 nnllion, 1980 $E 152 mlows 1981 S 1,093 nullion; plus net tansiachons i SDRs,
exclange ates for the cutrencies ol member countnes: Frous July 1974 luouph December 4 Valued al canent manhet exchange tates
1980, siateen curencies were tsed; stiee Fanuary [981, five cunencres Tive been used, HHS
303 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS!
Millwous of dollis, end of perxd
1995 1990
Assel 199 1993 1904 - - 4- - == — - - - - - -
Dee, Jau teb M Apr May fune Byt
I Deposits .00 [ 208 RA{0 250 386 165 2 191 166 166 182 160
Held i custody ,
2 US Treasury seautes L 314, 1 179,304 RRIRIH 22,110 S0 359,74 873,435 573924 578,608 572,88 S80,2 17
3 Hanmwked pnlll‘ 13,118 12,427 12,033 11,702 11,/00 11,689 11,590 Ite1s 11,342 11,290 1,273
I Pscludes deposits and TS, Treasty secuntios held for raternational and regional 3, Held n torepn and wnternational aceounts and valued at $47.02 pefine oy ounee, not

orpatZations nsc luded s the pold stock of the Unied States
20 Marketable US. Treasusy bills, notes, wnd bonds snd nonmarketable US, Teaswy
sectnhies, meach case measined at e (ot marhety value
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315 SELECTED LS, LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Miltions ot dotlars, end of period
1995 1986
lem 1993 I —_— 7 " 7
hee Jan. I'ch F M A May Tune!”
—- - - - - e —t— -t — A - S+t — -
1 Total', 482,915 520,934 630,775 644,570 670,229 682,952 087,217 089,711 695,954
By hpe ,
2 Diabilities reparted by banks i the Unuedd States! 06u721 73,380 107,258 103,919 103,242 103,994 Loy (04,920 (17,838
3LLS Teasty bills and certiticates' L 151,100 13057 [O8,53: 173,019 191,188 198,387 1RG,638 188,321 184,071
[LS, Treasury honds and notes
+ Maurhetable, MY 254,059 20V084 306,299 31 HURD 19708 127,981 334,103 127,815
5 Neamahetable!, L . 5,652 6,100 6,491 6,120 6,159 6,199 6,238 5,903 5,941
6 US secmties other than US, Treasy secunties” 1208 17,809 SLEON 54,281 5000 IRy D 55,308 56,008 57,192
By ared
7 buope 04031 215,374 222314 RRENT{D] 231,389 242 580 RENNIA] 2140040 245,385
8 Canada . .0 0 oo . 15,285 1723y o473 19,078 18,850 201840 20878 21,670 21,250
4 L Awenca and Canbbean L 53,398 G, 02 66,720 70,281 70,407 73,039 T1287 07949 69,739
1O Asia. .o 197,702 236,824 110,906 320,512 148,999 $35 006 31,148 343,200 340,071
I A T 052 80 6,290 0921 0571 0,581 7.388 YANR! 6,996
12 Other countres o o000 OIS S,827 S,001 204 3018 LREG 5,35% 5,017 6511

I Inclucdes the Bank for Intemanonal Settlements

2 Prneipally demand deposits, tine deposits, Banhers acueplascees, commeicial papes,
negolible time corificates of deposat, and bortowngs unden iepureliase agsecments,

3 Ineludes nenomiarketable cornhcates ol indebtedness and Treasury bills issued 1o oflicial
mshtutions of focign counties

4 Bacludes notes issued 1o tmerpn oflicial nomeserve apencies Includes cwreent value of
sero-coupon Freasury bond assaes 1o foreign povernents as follows Mesico, heginnimg,
Marcle FOBE, 20 yem maturity issue and begmmng March 1990, 30 year mattioty 1ssue,

3,16 LIABILITIES TO, AND CLAIMS ON, FOREIGNIERS

Payable in Forcipn Curencies

Milliotis of dollns, end of period

Venesuela, beginmmy December 1990, 30 vear nuatanety issue, Atgenti, begomng Apnl
19043 yea matunty s,

S Debr secunuies of US government corponatinns and federatly sponsored agencies, and
LS comporate stocks and bonds,

SOURCE, Based on US - Department ol he Lieasuty data and on data reporied 1o the
departinent by banks (ncfudig tederat Reserve Banksy and seeanties deaters mthe Umited
States, il on the 1989 benchniuk swvey ol tareirn portdolio ivesiment me the Unged
States

Reported by Banks in the United States!

hem 1992
I Bunks™ labihties . 72,196
2 Banks’ clanns 0 oo 0000 02,799
I Deposits 24,240
o Other clanms L oL e 8,959
S Clams 08 banks” domestic costomers RN

1995 1990
(DX 1994 - e - - - T -
June Sept Dev M
78,259 284 116,621 102,14/ 12,550 119,639
02,01/ 060,689 771,00 69481 /1830 04,522
20,493 19,661 28,900 28710 22088 22220
41,024 41,008 RENRE] 43,769 SR 41,302
12,854 10,878 10,24 1 0,024 0,145 6,004

b Bata o clamns exclude forcigny careencies held by VS monetary aatonties

2 Assers owned by eustomers of the reportig baok located e the Unied: States that
represent clinms on toregners held by reportug bunks for the acconnts of the domestic

customers



3.7
Payable in U.S. dollars

Millions ol dollars, et of period

LIABILITIES TO FOREIGNERS  Repored by Banks in the United States'

Bank-Reported Datu

AS3

1995 1996
e 1993 1994 1995 h— e I
Dec, [an teh Mar, Apr. June!
- — —_ .t .\ A‘ o
BY HOLDER AND TYPE OF LIABILILY
L Total, all foreigners. .. ... ..... 926,672 | LO14,808 | 1,099,665 | 1,099,665" [ 1,098,640' | 1,101,912" | 1,100,426" | {,100,602' [ 1,096,063 | 1,087,972
2 Bauks’ own liabilities, 626919 718,440 753,545 753,545 747,461 732,922 729,805' 735,762 723,566 131,881
R Demand def [msll\ 241569 23,386 24,460 24,460 22,182 23,507 23371 23,058 23,337 27,486
4 Tine L|c 175,106 186,512 192,700 192,700 198,434" 192,116 193,540 2,011 181,031 189,671
5 Other' o Lo 112,984 139,780 139,780 141,963 149,004 138,311 146,589" 144,051 149,290
6 Own loeign oftces' 118,273 105,558 | 396,605 496,605 384,882 368,200 374,574 373,204 IR 364,904
7 Banks’ custodial habiities® ... . o L 209,753 296,368 346,120 346,120 51,179 168,000 310,621 164,840 372,497 366,621
8 US. Tieasuy balls and L(IllilL.IlL\ 176,739 162,908 197,341 197,341 203,478 223,195 228,705 207,106 220823 218,604
9 Other negotiable and l(,dlll|y transtetable
wstuments”, o Ceee 36,249 42,532 52,240 52,246 40973 44,404 40,483 44,823 49,655 51,465
MY  Other oo oo oo e 86,725 90,928 96,533 96,543 100,728 102,191 101433 102,911 102,019 96,552
[l Nmununu.uy internationat and mgunml m;,mn/ullnmK 10,936 8,600 18,039 1,019 14,622 Lo G476 11.266" 1954 12,003
12 Ranks’ own labilities ... A . 5,639 8,176 10,347 10,347 9,028 10,314 8,558 10,440 1,167 101,849
B Demand ((LI!()SI(\ R 15 29 21 21 30 43 16 28 34 127
14 Tune dqm\llx 2,180 3,298 4,656 4,656 4,385 1479 3,527 3,979 3,402 1,987
15 Oer' oo 2,844 4,844 5,070 5,670 5,213 6,792 5,015 6,433 7731 6,719
16 Banks’ custodial habilities® .~ .. ..., 5,297 430 692 a2 90 795 Yiy 826G L1 1,244
17 US. Treasury bidls and certihicates”. . 4,275 281 350 350 704 555 S04 426 176 874
18 Other negottable and umhly tansteral )lL
lnstruments’. .. e 1,022 149 Y4t 41 230 230 298 400 390 370
19 Other .. ..o o000 oo ool e { [¢] 1 1 (] 10 50 3] 21 0
20 Otheal msntubions” 220,821 212957 275,792 275,792 277,868 204,430 302,876 297,655 293,247 305,006
21 Banks’ own lldhlhllL\ 64, (44 59,935 83,311 K3,301 85,040 &4.077 88,517 91,602 H1,894 91,502
22 Demand deposits. . o0 0 o oo 1,600 1,564 2,098 2,008 1,522 1,655 1,423 1,679 1,504 2210
23 Time deposits 21,653 23,511 30,716 0,716 28,069 29,904 32,404 36,637 32,656 8,567
24 Othet” oo L 40,891 14,860 50,497 50,497 55,449 52,518 54,710 53,280' 4711434 SVTTY
25 Banks’ custodial habilities® ... oo 156,677 153,022 192,481 192,481 192,828 2HKI5 214,839 200,053 211,399 213,504
20 US. Treasury bills and certificate NI 150,100 139,571 108,534 108,534 173,049 191,188 10K,382 180,018 18E, 321 (87,171
27 Other negattable and n(um)/ pansterable
stiaments’. L 5,482 13,245 23,604 23,601 18,532 18,138 14,970 19,065 22,661 25,835
28 Oher oo o e e 95 206 344 344 147 1,027 487 350 n 498
29 Banks'™ . 592,171 678,367 [ 091,555 | 691,555 | OR780" | 670,72/ | 066,739 | 665490 [ 062,334 | 054,502
30 Banks own habilitics . e e 478,755 503,406 | SO7980' | S67980' | 558951 | 541421 539,057 | 537,427 533,016 530,708
31 Unaliiliated forewn hanks, ... .. 160,482 167,908 171,375 (71375 174,069 173,431 165,083 164,223 157,869 165,804
32 Demand dcpmns e . 9,718 10,633 11,756 F1.756 10,247 10,948 10,971 11,453 10,660 12,389
1 Time dqmsl(s ..... 105,262 111,37 103,554 103,554 110,436 104,23 101,013 96,222 8,075 90,901
34 Othet' oooooooo, o0 o0 ool 45,502 40,104 56,065 50,005 53,380 57,953 53,009 56,548" 58,134 672,514
35 Own foreign nﬂlu N 318273 95,558 196,605" 306,605 384,882 168,200 174,574 §73,204 375,047 164,904
36 Banks' custodial liabibities” o i13,410 114,901 123,575 123,578 128,229 129,300 127,082 128,063 129,347 123,794
¥ ELS, hieasury Dills i unlllmlm 10,712 14,251 15,869 15,869 15,992 17,947 15,967 16,801 17,584 18,241
38 Other negotiable and weadily transterable
mstrinents’ oo 17,020 14,505 13,015 13,035 13,590 12,004 11,864 1,814 11,775 1L
39 Other ... 85,684 89,145 94,671 94,671 YR,647 99,265 99,251 100,448 099,958 94,532
4 Other fmti;,nu\ ...................... 102,744 114,878 121,279 121,279 122,970 125,646 121,835 120,191 128,529 126,371
41 Banks' own lialnlities,. .0 .o 78,381 86,861 91,907 91,907 93,842 97,110 9,053 96,201 07489 08,292
42 Demaud (1L[)l)\)ll\ ............ 10,236 11,160 10,585 10,585 10,483 10,801 10,961 10,798 11,139 12,758
43 Tinse deposits’ 45,411 48,532 53,774 53,774 55,544 54,504 56,605 55,173 55,808 56,216
44 Other? P 22,734 27,11 27,5438 27,548 21915 31,746 25,487 30,422 0,152 29,318
45 Hanks’ custodial habilites” .. ..., . i 24,363 28,015 20,372 29,472 29,128 28,530 28,782 20,808 31,0000 28,079
46 S Treastuy Wills and cetttficanes?, L. ! 11,652 11,805 12,588 12,588 12,773 14,705 14,792 13,241 14,542 12,318
47 Oiher negotiable and readily bansterable
mstiments” Lo o000 oo ol 12,765 14,633 15,207 15,260/ (4,621 12,942 13,351 i4,544 14829 14,239
48 Other ..o . 946 1,577 1,517 1,517 1,734 1,839 1.639 YARRS 1.669 1,522
MEMO :
449 Negotiable tine cettilicates of dey pnml w u\\lmly Lo
foreignets ..., . . 17,567 [7.895 4,099 9,099 1479 10,544 13,005 8,306 9,784 0,580

1. Repotting banks mclude alt types ot depository institution s as well as some brokers aid
dealers, Excludes bonds and notes ol iatutities longer than one yeas,

2. tixchudes gegotiable tme cegtiticates of deposi, whieh an nchuded o ™

ble and readily tansterable instiuments,”
3. Includes borrowing under repmchase agreeinents,

4, Tor 1S, banks, ncludes amounts owed to own toteign branches wud foreign subsidia-
s comsolidated i quarler]ly Consolidated Reports of Conciien fifed with

bank 1eguliatory

Other negotia-

6. Includes nonmaiketable certiticates of indebiedness amd Treasimy bilks issued o ofllicial
mstitations of toreign countnes,
7. Principally baukers sceeptances, commercial paper, and negohable thoe cerbiwates ol
depasit,
& Vrincipally the fotermational Bank tor Reconstiuetion and Developent, the Titer

American Developaent Bauk, and the Asian Development Bank. Excludes
dollas™ of the International Monetary Fund,

“holdigs ol

apenctes. Fon agences, branches, aid majonty-owned subsidinaces of loreign banks, consists
prncipally of amounts owed (o the head oflice o parent foreign bank, and to foreign
branches, agencies, o whally owned subsidianies of the Tiead oface on parent foreign bank

5. Financial claims on 1esidents of the United Staies, other than long term secunities, held
by or through reporting banks tor {oteipn customers.

9. bFaretgn cential banks, lotetgn central govemments, and the Bank Lar International
Settlements,
10, EBxcludes cential banks, whiclae included i *Ollheal institutions,”



AS4  Tnternational Statistics [ OQctober 1996

307 LIABILITIES ‘IO FOREIGNERS Reported by Banks in the United States'- Continued

1995 1990
lem 1993 1994 s e ———— — - s —— 7 —
e Jau. teh M, Apr, May June!”
— -~ = - — - - D T | R PR E 1 - _
ARIA
S0 Lotal, all torcigners. . . P . 926,672 {014,808 | 1,099,6657] 1,099,665" | LO9E640" { LIOLOLZ' {1 100,426" | 1,100,602 | 1,090,008 | 1097972
51 Foveign countries . . oo . Q15,736 | 1,006,202 | 1,088,626' | 1,088,626' | 1,O88,018' | 1,090,803 | 1,090,950" | 1,089,336' | 1,084,109" | 1,085,879
32 bawope. Lo o e B e 7011 190,710 3062, 7}»() 362,786 108,329 311048 350,58t RTARFA] 367,161 3,700
51 Austiia L. L . NN . - 191/ 3,988 537 037 2990 2 RA8 3o 3,04 3,234
Rt Belguam juud I themboury L P .. 28 670 D2LRIT 2R B8 27,182 ’5 L84 21012 25,955 208181
55 Denmak . 0 L NN EREP cee 57 AR 2921 2,979 3,861 RNV 2,045 2,190
56 bmland, . . o e . AR 1.872 1136 283 2421 R I./(»h 2,208 2188 1,745
ST braee . oo 0 e . 10,316 1,361 w o0 39,004 39,697 HL099 HL 382 HL30H 30,60.0" d0s4-H)
58 Germay . B e . i 20,685 270 24,0185 21038 5988 RENOSAY 25,200 21,851 23,950 25,863
59 Gieeee L o . AN . . . 15149 1,304 2,0t 2011 1,90 20648 1,966 1711 1,665 1,690
60 laly . . e . S . 11,759 10,885 10,875 1879 9,610 2,108 LTS 10,178 FLOAS 12,109
ol Netherbds. .. . e . e 10,000 16,033 137214 14,724 11,350 [RAWRY 12839 12,397 12,578 12,001
02 Notway . ... L L . . . RIUIEG 1394 1,391 067 1216 1,034 915 K28 1,38%
03 I’UIIII;’(II . ce . . i . 3300 2,701 2701 1055 2031 2848 2529 1,58 1,401
o4 Russin ... RN . . o i 2511 7.950 7.950 1,858 9,180 0321 K708 7,260 [OORA
G5 Spam L. .. . e e e 20,190 1-L6 75 10,01? 1,012 11838 11,589 18,976 19,518 1,010 20,312
00 swoeden e . . PR RAVAT 3,004 LS 2,555 REIR *250 LAK] 2410 2,003
67 Swizedand L B e Co LS00 10,515 44,627 0,806 2010 ), (lhl 36,805 37099 19,008
68 Hukey ... - B . L (Y} [N AR 4350 1,559 R GASY 1669 1,926
[ Uinited Klll)'tlunl . s . N Cee (33993 163 7‘)\ 139,127 152,654 1-H0, 985 [EZN RIS 146,012 146,335 143,770
10 Yugoskwn!! e 472 215 177 103 1634 1 14 146 217
71 Other Duope nml ulhu [numl U \ S, R o . . 4,34 2104 20,389 20,389 21012 23,6026 22,109 25,291 24,850 220771
72 Canada, e e L . N el 20,085 RIS 30,470 30,011 A3012 32,031 31,500 $1.285 /8 33,389
T3 ) atm Amenci and Catbbean . Co 362,248 L3830 110,216 S40.2060 35021 421950 433,504 130,938 433,078 432,506
T Aipentma L S . . . L7 17.203 12,236 12,236 13524 11760} 11,085 LhILY 11650 13,580
/5 Bahamas .. . N . . B 73,820 11002 B4,991 Y19 we7 ! DINRSS R7087 85,7649 80,303 85,257
16 Beumwda L L R . . . P &1/ L IRAY 1,897 1897 4,033 4,702 5,035 h262 4,998 4172
77 Brasil. - cen P Cs S 0L 9,115 28797 23797 22715 21701 TR 20222 20,105 J8,130
78 Bish West Tndies . o . e 194,609 295001 D30 083 230083 RIS RIS oot | 2w.129 EASNREY 23048
M Clule L e o Ce e e 383 327 2825 2825 2978 270102 2RIy J.882 2,867 2947
R0 Colombia. N . N 71 RXR 3,600 3,000 3,505 3,082 637 3,190 3, H(l 3,680
81 Cuba .. ... . . . . . i 14 8 o / 7 7 (K] 10
82 Fouador, . . . NN .. L) 8/S 1,315 1,305 1,230 1,201 1,274 1,265 I,_’Kl 1,300
83 Guatemala 1,207 1,121 1,275 1275 1,058 1,075 1,060 1LO8S L073 1073
84 Jamawa . o0 N . BN . A0 3049 181 481 S00 J9s S03 slo S350 RER]
¥ Moo, ... . el e 28019 12,227 2E59) RITRERY 23644 23,899 14,577 REME 34 2717
R0 Nethenads '\lmlh N o s . o -LORG 8,007 Lo72 40672 IR 4401 4,407 5.7 1722 5,162
87 Panama . Ce . 4,582 4,551 1205 -h205 -HH0O 1,166 4020 IRET 3,840 3RT7R
88 Pewa, o0 0 L . . . cee e 429 900 974 974 1,025 Low2 96} LORYL 1,004 [RUNT
R9 Uhnpuay RN . .o . . - (KR 1.597 1.835 1,835 1,799 1,720 1V08 1718 1787 1,769
o Venesueln e P N ce 12,186 13,985 HERTO L0 12,662 i26l1 13,259 14244 14,0772 11,925
91 Other L0 . . . . 0,43/ 6./00 71531 1531 .07 1971 8072 8,321 EREYA Ral2t
92 Asi. . o e . c . 144,527 151,34 210,740 20,740 RRL N WA RAVNRY, RETIAH 247,705 735906 239,232
Cluna
94 People’s Republic of Chima L G e Lot 10,060 AR A ARWA) 35,733 32,200 0 25,801 24,857 25,485
94 Republice of China (Lanwan). . . 10,627 98 H1 11704 1714 12,311 12,055 IS8 1.1,953 11,598 16,637
Y95 Hong Kong .. .. Lol 17,132 17104 20,303 20,303 20,307 22080 200187 18,379 18,605 18,25/
96 lndia, N e . e [INEN 2.y 347 3373 3,103 3,527 3,990 3752 thi LOL2
vy Indonesia . . . . . . o . 1,980 1,387 2,708 2708 2001 23 207 2,317
u8 [l Lo . . . . PRI RN A,057 4,073 1,073 [JRNT 5,780 5,650 5,199
99 Tapan . .. PR e o o . 01,100 02981 109,194 09193 106,728 [RERIY HHEG3S t \ \‘)‘( 113,802
100 Kotea l\nulh) . . . . R 013 S 4 S, 7 5,49 5,082 5,607 5.860) 3,064 0,569
10t Pilippmes.. . . con . e 2035 2,714 3,089 3,084 2,394 2,100 2467 2Ru7 2970
11)2 Thatlind. EEIR R 06,137 6,460 12,279 12,279 13,021 13,189 12.905 13,387 12262
1 Auddle | Lastetn u\\ \\]m\\\\\u umn\m\ . - 19872 15,182 15,582 15,582 117 13,491 1.1.895 11,234 13,379
o4 Other .. L e .. PN . 1R 15,471 18,927 18,9/ (8,450 22130 18,921 18,731 [8,343
105 Afaea, . N N B . P 0,633 6,524 7,64 7.04H 7679 TH18 1089 7,840 J.40 1507
10G [eypt. . P - . P .. 2008 1,879 2,130 RNRI] (IR 3% 2,475 2,057 2000 1.873 1,831
107 Maoeco . .. e e - . 94y vy [[32] 0 oY 52 65 [in! 13 s
108 South Aleea oo Lo . . oo 151 {41 /349 39 1014 6hs $13 1.001 745 606
10Y Zune . B . [N 12 D] 10 10 1 8 9 8 16 6
1y ol L'Xpmlln; umlllm W AP . Ce 1,303 1,313 1,797 1,/97 L7740 100K 1,706 1,901 1,887 2013
i Other . - . o . 25060 2,763 2855 2855 27730 250 283 2803 LN 2,870
112 Other L. A e e . . L2 6,036 0,713 0,173 5,201 5,508 6,223 6,056 0,783 9,395
3 Austale L e i i B 3,308 S.042 5,044 S.6 1 H320 4,503 8210 A4 R06 AWAY) TORL
LEE Othey L e . . . i 881 891 £ 129 1,129 877 1,006 9%} 1,160 LOR! 1eH
t15 Nonmonetary mternational and regtol organizations 10,930 8,000 11039 11,039 HL022 11,109 0416 11,260 11,95¢ [2.00%
116 Itematonal™ L Lo 6851 7,5%) 9300 9,300 9,619 1(m7ﬂ 7938 0§08 10,587 10,839
17 Latin American e mmml“ . Co - N 3218 613 8U3 893 349 /5% 422 591 151
18 Other nylnlmll . . . B R0/ 450 &6 810 [$38) /4’ 780 862 /7% 807
1 1
Tl Suee December 1992, has exchided Bosa, Croatia, and Slovenia tS. Pancgally the hiternational Bank Tor Reconstraction and Development, Bacludes
£2. Includes the Bank  tor International Settlements. Smce Deceniber 19920 has “holdimgs of dollars™ ot the Internanonal Monctary Frad
wichuded all pasts of the forer U S SR eveept Russiag, and Bosae, Croatia, and Slovena to. Prncipally the Inter Amerecan Development Bank,
13 Comprses Balwan, han, hag. Kusail, Onan, Qatin, Saudi Arabae and United Avaly 17 Astan, Afnean, Middle Fastern, and Baropean cegtonal ocganizations, except the Bank
Emuates (Trucial States) for fnternanonat Setttements, wineh s mcluded ue - Other Farope.”

Lb Comprises Alperia, Gabon, Libya, and Nipeita
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318 BANKS” OWN CLAIMS ON FOREIGINERS Reported by Banks in the United States!
Payable in LLS. Dollars

Millions ot dotars, end of penod

1994 1996
Afed o country 1994 [P0} 1995 - -1 - - - - - - - - - - -
Deg Tan Leb Min Apr! May Fune!”
I lotady all foreigness. . . P L A8K,497 483,242 529,948' 529,948" 527,317 520,790 530,340 527,363 518,375 536,311
2 Foreign countries 480,092 478,051 528,017 528,017 525,015 518,011 527,526! 524,047 S14.881 533,289
3 olanope oo AR P . 123,741 123,380 130,315 130,319 133,923 138,574 135,820 135,605 [RE 116,204
4 Aushia . 12 09 505 565 084 173 %o 1213 1212 1OKE
5 Belgwm and T usemboury o . . - 6,992 0,738 7.599 7,599 8,364 8,510 6,008 8,088 8,711 6,921
6 Denmak .. L. P o 382 1129 <03 403 Ay 599 098! 543 180 432
/ Pl . . 594 a12 1,098 1,055 1,497 (IR 1/R2 1.305 1,287 10134
8 bance L . . 11822 12,116 1798 11798 12,054 13,161 13,710 HLOo04 PO AN
9 Genmany 1724 7,608 8804 8,801 8,070 8.7/ 9,260 8.0/ 8009 11831
10 Greeee . . . 091 60 440 49 955 603 507 022 554 503
I taly Lo e LR 6,043 9,301 S0t 5080 838 865! 5,600 6,166 S 20
12 Netherlands 0 0 00 0 . 3,064 2959 5,051 5,051 1,305 R0 5585 0,340 5,618 6,540
13 Norway . . . . 306 504 005 0065 [.008 L, W8 1,016 793 933 [,243
14 Portugal Lo e i . - . 844 938 8RY 8{RY 854 Ia% ZAl 889 K13 101
15 Russie .0 L . e BT 2,410 97 60{) 660} 078 715 868 iall 80 YR
16 Spam . . . e B IV 3,930 2166 2,160 38101 HOoh 5.0 5,002 5,158 2519
L/ Sweden . . s 4,098 241060 2,060 ERIN] ENRY 2.000' 35384 120 0%
I8 Switzertand 0,605 5,740 1074 T 2604 LOlo 84 6,370 R7I3 [RNRE
19 Turtkey . 1,31 878 185 785 AN iy 80 973 867 930
20 Untted Kmgdom . 62,013 0O8 16 07,488 6/.388 FANRY) 7801 IANATE a9, 11/ 69,581 5810
21 Yuposlavie' . . 173 265 147 [RY) 181 18 120 208 W04 164
20 Other Buope and other Jormer LSS RS B 1784 1,171 BIEERE RRENY 300 3,373 2,693 3,000 5HIG 3537
23 Caninela 18,61/ 18,490 20,100 20,192 20,008 18,101 18,010 22,061 20,885 I
24 Tahn Amerea and Cartbben 225048 ARRISRE] 256,935 256,055 RRFARIA 2ARARA RARWRY] 25,805 REFRT{U] RRDREYS
25 Avgentia L. e R . b/ 5841 6,439 0,139 0,185 6,05/ 06,716 0,187 0,03/ 6,437
260 Balamas . L . B 63,453 60,40 5881 58814 al), 784 63,240 61,628 54911 35,470 60,502
27 Bamada oo . 8901 8481 5,717 5,717 5,011 AR 4,829 S.031 2,093 IR
28 Brasi . . 11,848 9,581 13,0079 13,097 13,257 13,915 13,813 1H175 14189 15,076
29 Batssh West Indies 99,119 95,741 123914 123,004 102,759 108,833 113,239 118,599 110,770 101,589
30 Chile 3,013 3,820 5,024 4,096 haui 1,559 4605 4,363 5,002
i Colombia .. L e . 3,181 4001 1550 4,550 4,022 [NDX RNV 1517 4,523 4,540
3 : 0 0 0 ¢ 0 0 0 0 8] [t}
33 g . . . . . O81 608 825 825 % haw 917 95y Ot 057
34 Guatemala oL o0 o0 . 288 360 457 457 19 61 40> 473 dol 156
35 Janaica PN . . . 195 258 32 323 299 302 132 LRR 315 168
36 Mexieo . . . 15879 17,749 18,028 18,028 17,114 17,16/ 16,953 V071 16,857 6811
37 Netherlands Antilies [N P - 2084 1,396 9,229 9.229 11,0013 12973 .00 8,708 8071 1.1 888
8 Panama S . . 2,891 2198 1018 3OIK RERY Y R0 2612 2.503 130/
39 Pein L . 057 9/ 1,829 1829 1,762 (IR 19306 2,012 2850
RN Uniguay . 969 503 406 166 RN tod 63 S78 [t
41 Venesuela . N 1831 1,601 L6601 £5/5 1,572 15 1377 1,279
42 Other - . . e . 3,361 3,660 3,303 3303 3,097 [RRR] 3,547 3,754 509
AN L s . [RRIEN 07,19 115,361 11,3601 108,989 107,056 111390 115,030 115951 118381
Chiga
Sk People’s Repubhic of China A B 2271 8306 1,023 1,073 Lot 1,351 R 309 RESY) RA Rt
45 Republic ot China (tatwan) . 2025 1,418 1,713 [/13 [, 107 1t} 1129 1,626 1504 [ 190
4 flong Kong 10,828 G161 12,805 12,805 13,251 13,86/ 13,545 15,300 1H 738 16,016
47 ladia . P . RED] 9o 1810 1816 1,564 1,85 1,860 1187 1,186 1794
48 Indonesia - o . 1577 1:H/0 1,678 16/% 1458 1478 1,004 1,526 1,539 1537
49 fsiael L. - T . 820 (88 739 739 608 0834 665 (3% (1%} 0l5
S0 Tapan o0 0 o . o o032 29,151 01,308 ol, 308 55,897 55,077 32770 51,657 SHO8S 50260
SE Koea (Soutlsy 15 10,286 14,080 11,089 14501 15574 17,362 17,250 17851 19750
52 Phbippues . PN e . Lo a6 1,350 1,350 R I 1,002 7 830 1,208
53 Thadand - . . . 2070 2002 2,590 209 RIS L2560 3,060 2910 501 INDA)
54 Muddle Eastern ost-exporting conties? 1511~ 13718 9,639 9,630 8053 OO 7045 1,252 8976 B354
55 Other .. . . s . O0,8:H3 RNARS 0,482 0,482 7,062 5,309 3,091 180/ 7,539 8.0
56 Atnea . . . 3,801 1,050 20 200200 2198 28/ D B8 2,18 R 2, /068
ST bgypt oo - e . 196 225 210 210 J08 237 247 205 '/ 198
58 Muorocen . . R . . 81 [ 20) ald 51t Sl a6l S89 501 608 63y
59 Sowh Ateen .. L . . 633 671 465 RGN 84 S 50/ 193 408 518
60 Zaue . . . . . 1 2 1 1 | | | 1 1 |
6L il exporhng counties’ L . (NPD] 850 582 552 S8R9 520 SLo 504 ViY Fid
o2 Other . LR RG7 985 985 1,003 £031 DOY G429 8949 Okl
63 Other L RRE8] 207 167 JUH I8 5,605 33018 3511 [Nat
0 Ausnala . .. . o IR 2037 1,622 1,622 1822 DK 2048 2,620 2333 25108
05 Other 823 845 815 209 [R% L0 [ 1178 1,945
66 Nonmonctay miterattonal and 1egonal organtzations® 2405 1591 193] 1,931 2802 2010 RNt 2,716 [RIDA] 3022
1. Reporting banks mclude all types of depository institution s as well as some brohers wid 4 Compuses Baban, e, hag, Kawat, Ooan, Qatiae, Saudn Avabia, and United Arab
deslers, Lannrates (Frocial States)
2. Smce December 1992, has eachuded Bosnwg, Croati, and slovena 5. Compises Alpeni, Gabon, ibya, and Nigena,
30 Includes the Bank Tor Inteinatonal Sedlements Smee Deerber 1992, has e leded abl O Excdudes the Bank tor loternational Setdements, which s meduded o Other Burope ™

parts of the fonner TRS.S R (exeept Russiay, md Bosnia, Croaton, and Slovenig
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International Statistics [ 1 October 1996

3.9 BANKS® OWN AND DOMESTIC CUSTOMERS' CLAIMS ON FOREIGNERS  Reported by Banks in the United States'
Payable in LS, Dollars
Mitlions ol dollas, end of period
1995 1996
Type of elann 1993 1994 1995 — [~ —
Dec Jan leh Mar! Ap! May June?
[ Yot 575818 599,521 652,718 652,715 657,231
2 Hanks' clanns . 48,497 483,242 529,948 529,048' 527,317 520,790 531,340 527,403 S18,3/3 536,311
3 Fotergn public bongwers 20008 23410 22,522 22502 23,148 24,483 27,759 26,263 22217 22,097
4 Ownforeign ofices” o000 L 285,510 283183 07,509 307,504 305,118 205217 267,601 298,072 00,425 307,510
S Unalileated toreipn banks 100,865 19228 98,702 98,702 97,240 YR, 139 103,509 104,182 98,174 105,549
O Deposits 49,892 59,250 37,343 37,343 15,520 37,565 41,914 RYRUE] 354113 33,860
/ Other . . ST 49,078 61,359 61,359 61,720 60,574 61,598 63,789 62,761 71,084
8 Al other foreigners 72,894 67418 101,218 101,218 101,811 103,051 102471 100,946 97,559 100,519
9 Clans of banks' domestic costomens ' 87,321 116,279 122, /67 122,767 125,891
10 Deposits N o e LT3 04,829 98,519 58,519 68,800
It Negotiable and readily transfarable
nsteanients e e e AL 186 16,008 4d, 161 44,1601 39,274
12 Owtstanding collections and other
cJaims 1,401 15,442 J0,087 20,07 17,817
M1 Mo
13 Customier habifity on acceptances. . 1,920 8,427 8,410 8,410 9,020
14+ Dollar deposus m hanks abroad, 1eported by
nonbanking busmess enterprses m the
Umited States®, . 20,150 12,796 30,717 0,717 27,830 32,7717 33,013 32,3844 34,258 30,598

1. For banks' clums, datiaare monthdy: for claims of banks™ domestic customers, data are

tor quaiter ending walls nionth indicated

Reportig banhs melude all types of depostory snsttution: as well as sonse hrokers and

deaders,
>

3.20
Yayable in US, Dollars

Millions of dollars, end ol perod

2. For (LS banks, mcwdes ansounts due o own Toreign branches and doreign subsidi -
ws comolidated wquartedy Consolidited Repotts of Conditton fiked with bank wegatatory
agencies For apencies, branches, and majonty owned subsicdhanies ot forcign banks, consists

BANKS' OWN CLAIMS ON UNAFEILIATED FOREIGNERS

prncipatty ol ammounts due from the head ofiee or parent foreigie bank, and from toreign

braaches, agencies, or wholly owned subsidiaries of the head oflice ot paent foreign hank.

3. Assets held by reporting banks i the accounts of therr domestic customers,

4. Principally negotiable time centificates ot deposit, bankers acceptances, and commerciat

paper

Reported by Banks in the United States!

3. Includes demand and time deposits nd negotiable and nomegotiable cettificates of
deposit denomunated m US - dollars issued by banks abrowd

1995 1996
Matunty, by borower aud acca’ 1992 1993 1994 — ——— 71—~ — E—
June Sepl. Dec, Mar,
1 "fotal 195,119 212,566 200,042 220,360 216,986" 222,338 233,591
By borrower
2 Matunty of one yeiw o dess o0 oo 164,325 172,662 108,331 (86,383 178,680 170,172 193,801
3 Foreign pubbic bonowers 17,813 17,828 15438 15,822 14,192 15,015 19,569
-+ All other toreipners e e 145,512 154 834 152,846 170,501 164 ,4u4' 161,157 174,234
S Matutity of more thant one yeuin 3,794 209,904 31711 33,477 38,300 46,166 39,788
o Foreign public borrowers 13,266 10,874 7.838 7,802 8,220 1,506 R 110
7 All other toresgners oo o0 o0 s [4,57% 19,040 PAR VAT 20,85 20,080 38,000} J,07K
By aea
Mttty of vie year or less
8 Futope 43,300 ST413 55,742 60,423 52,045 5389/ 58,001
G Camaba o0 L 0,091 1,127 0,690 7838 7,135 6,089 5471
10 Eatin Amcaca al Cantbbean., 0.0 o000 o0 oo 50,376 60,490 S8.R877 08,0681 71319 72,393 84,299
8 Asie 15,79 41,418 19,851 REWIOS 42,550 40,133 A,332
12 Atwea., .. 1,784 1,820 1,476 1447 1,261 1,274 1,302
13 Aftother! 6,065 3,794 5795 4,129 4,370 2,389 4,398
Matunty ol more that one yea
It Fotope .0 o0 Lo 5,367 5,310 4,203 4,240 504 6,827
IS Canada . . 3,287 2,581 3.508 3,685 3571 2,561
16 Fatim Amcuca andd Canbbean, .0 0 oL 15,312 14,025 15717 17,557 20,024 19,532
I/ Asia 5,038 5,600 5318 0,058 7,373 8,401
I8 Al 2,380 1,935 1.5%3 [,389 1,389 1474
19 All other 410 447 1385 1048 1,149 Vit

. Reporting banhs mcdude all types of depositony instaations as well as some brokess and
dealers,

2. Maturity 1s time wemaining untit manauy.
1. Includes nonmonetary mternational and 1egional o1gamzations



321 CLAIMS ON FOREIGN COUNTRIES  1eld by U.S. and Forcign Offices of U.S. Basks'

Bullions of dollars, end of period

Bank-Reported Data

A57

1994 1995
Arew o1 country [y92 [POR) --
June Sept. Dec, Mat June Sept. Dee.
Udotal o000 L 344.7 7.7 486.1' 486.4" 496.6' 5408 520.3 527.0¢ 549.0"
2 G0 commties and Swatzetland L . e i A R I 1618 173.3 182 6' oo 2100 202.0' 1908 203
3o Belgiom and Tuxembowg 0 Lo o [§] 7.4 8.6 9.6 70 1.2 9.4 10.7 145
+4 brance, .., PR (R 2.0 8.6 20.7 191 198 9.4 175 072
5 Germany . o 91 12.6 24.7 24.0 247 312 299! 27.2 209
6 aly ... 6S 7.7 10 11.6 13 1.6 .7 JREIN
£ Nethedands 0 47 34 34 36 3.5 4.4 /I 1 3.4
8 Sweden, ... 23 2.7 3.0 2.6 2.7 31 3.0 2.1 27
9 Switzetland 4.8 59 5.4 5.5 51 5/ 0.2 0.3 03
10 Umted Kingdom 97 84.3 649 84 85.7' 899" 86,7 80 0 R
1l Canada, . oL . e A 6.3 6y 9.9 02 o0 10.5 Lt Yy 94
12 Tapan oL e Lo e o 18.8 17.6 207 16.5 20.7 259 LA 20 285
13 Other mdustialized commtiies <. o e 240 25.0 420" 42.6' 452 A4 1 4454 S0.1" s0.2'
I Austiie oo . Cee e N 1.2 <4 10 1.0 I 9 N 1.2 9
Depmak, 000 oo v 1.0 1.1 o 13 1.7 11 1.8 2.0
Prland ... N 4 8 8 G 1.1 5 7 K
GICCCe .o o L e e .0 32 4.6 43 45 1.9' A0 5.0 VA
Noway 1.2 1.7 16 16 2.0 2 I R 23 32
Portugal .. <4 8 i 1.0 1.2 1.0 12 1.9 13
\‘]mln e L s 8.9 9.9 12.6 14.0 130 BN 133 13.3 Lo
Tuwkey | . e . 13 2.1 2.1 I8 1.6 1.4 I ] LY
22 Other Western B um]u e 1.7 260 2.8 1O 2 2.5 26 1.0 4.7
23 South Atnes 0 oo .. 17 1.1 1.2 12 1.0 1.5 Lt 13 1.2
24 Anshaha. ..o T e 2.9 2.3 13.7 15.0 151 120 143 174 104
25 0Pt o o e P PR 5.8 174 206 200 239 19.5 2008 24
20 bonador o oL . Lo . O 5 5 -1 S ) / 7
27 Venerueln ..o L 5.2 S 44 39 37 55 3.5 1.0
28 Indonesin ..o o 2.7 33 3.2 KR 1.8 4.0 41 +4
29 Muddle Fast countnies oL o . S . 0.2 7.4 124 13.0 150 10,7 1.4 136
0 Altcan counties ... . L e B . 1.1 12 1.1 Ll o v o O
31 Non OPEC developing countuies . e . 26 811 94.8° 932! voe.0 DL 1036 1040
Latin Awerica
22 Argentn e I 60 17 9.8 105 (B 11 £2.3 109 129
3 Banl ... .. . e e L 10.8 12.0 12.0 93 by 9.2 [[8A U' 3.0 (RN
3 Chale 4.4 4.7 51 55 0.1 64 A 04 [
35 Colombi ... L0 s e 1.8 2.1 24 2.4 20 20 2.6 29 2.4
d60 Mesico .00 L L0 60 17.8 186 198 Ihll 1'7.8 |/(> 16.3 173
37 Peiu e e . e A S 4 O Kl O N 8
WooOther oo o B G 2.6 31 27 2.8 2. l 2.4 K 0 2.6 2.8
Avia
China
19 Peaple’™s Republic of Cliuna e - 7 20 8 1.0 L1 L1 ) L7 8
40 Republic of Chana (Puwan) 0 0 o000 0 P 52 13 7.1 0.9 02 8.5 9.4} 9.0 9.4
41 Ind, e e 3.2 32 3 R 42 3.8 O ta b
12 iseael o e e e 4 5 4 4 -1 K N hl 5
44 Kotea (South) ... ... O 6.0 6./ 143 14.4 16,2 16y 18.7 18.0 191
A Malaysia, . 0 Lo . - . .. i1 4.4 52 19 3t 39 . 4.4 4l
45 Pllippiaes .. e P e 1.0 KA a2 29 33 30 Lo 33 4.1
40 Thaland.oooo000 0 0 0 L oo 22 11 4.3 3.5 20 34 1.8 L) 44
47 Other Asia 31 i1 42 34 4./ 49 UN] 3.1 45
Africu
W dipypt. oL L P 2 4 s 3 3 I I o +
49 Maoracco e e PN . O A 7 N K& 0 9 s 7
500 Zane 0 0 0 .0 ¢} } 0 2 0
51 Other /\lllm 1o 8 10 9 ¥ 7 O ! 9
52 bRastern Kmope. ... G e B P 9] 3.2 3.2 30 2.7 EN L& RE 42
53 Russial oL B e e . 19 XY 1.3 I 8 N 4 I 1.0
54 Yu;,ml.wm‘ G e e . s [¢] 0 5 S 5 R A ! 3
55 Other o, L . e e O 9 14 1.5 (K 1.2 to 2.8 RE
56 Oltshore h;\llking centers. . L D B 581 730 7.2! AR R 4! 821 KO0 990
57 Babamas.. ..o 0 0 o000 Lo e . 6.9 10.9 1 103 s b 126 T
S8 Bemwda, .. L0 o . 62 8.9 6.0 8.4 RO 3 0.1 043
50 Cayman [\Lmd\ wnd othe Hllll\h West Ilulu S 215 18.0 21 199 194 287 234 2.1
60 Nethailands Antlles PN . Lt 2.6 t7 1.3 Y 2 58 99
4] Panama® . 19 24 1y 13 I 13 Y 14
62 lebanon, | A N A | t 1 1
63 Hong Kl)n),, e 139 18.7 218 203 9.9 225 EAN) 287 251
64 Smy‘lp(m‘ P 65 1.2 106 1.8 101 [DRS 14.8 113 141
065 Other 0 | 0 .0 1 0 4] N |
66 Miscellancous and wnallocated® | . e .. .. 30.7 434 0.7 05.8' 066.7' 82 JAR 64 0 YRS

1oy

2.7
t/8
64
20
la.l
Y

N

R
~ -

ERV R

1986

June?

005.0

2220
80
177
4
149
4/
2.

I The banking offices covered by these data melude ULS sihees and toreign branches ot
LS bunks, inchedig US banks that aie subsihanes o foreign banks, Othees not covered
melude LS, agencies and lmanches ot tol w banks Bepmnm » Marel 1994, the data mclude
latge toreign subsidianes of V.S banks, The dati also wielude other types of US, depository
mstitntons as well as some types of hiokers and dealers, To eluminate duplication, the data
are adjusted to exclude the clanns on torergn branches held by a TLS. oflice o1 another toreign
branch ol the same banking nstitution

These dita are on apross clanns basts and do not necessinily efiect the ultimate county
Hisk o exposie of LS, banks More complete datis on the comtry 1sk exposure of LS, banks
are avarlable m the quatetly Country aposwie Lending Suwivey published by the Federal
Fmancral Institutons Examuation Counail,

2
OPRC

3 Excludes Libena, Beginmmg, Marche 1994 inchudes Nanbi,
4. As of Deceniber 1992, excludes other eepublies of the former Soviet Union
5. As of December 1992, eacludes Croatia, Bosasand Hercegovimiy, and Sloven,

O Ineludes Canal Zone
7 Foregn baneh dams only.

8 Inctudes New Zeatand, Tabena, and mtergationl and segional ongsunzations

Orgamization ol Petiolewn Baporting Counties, shown idividuadly: other members ol
(Algeria, Gabon, T, hag, Kawant, Libya, Nigena, Qatar, Sandh Arabia, and United
Aral Emuates); and Bahrain and Oman (not tormally menibers of OPEC)
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322 LIABILITIES TO UNAFFILIATED FOREIGNERS Repotted by Nonbanking Business Enterprises in

the United States

Millions of dollats, ¢nd ol pertod

Type of labidy, and wea o country

I Total . e e

2 Payable m dollars . e
3 Payable in foteipn cunenoes

By type
4 Poancal habilives o000 o0 .
S Payable m dollus e e
O Payable w loieign canencies

7 Commercial habhires A
8 Trade payables . e .
9 Advanee ecepts and othier abilities .

10 Payable nedollarss o000 o
I Payable m loreign cunencres L

By area or countiy
Foancaal habilinses

12 Twope

I Belgiun and Lusembourg

14 Irance

15 Geroany Lo

to Nethertands PN

17 Switzedland P PPN .
I8 Umited Kingdom . e

v Canada

200 Late Amenca and Canbbean

2 Bahamas 0
2 Retinudi . S

23 Branl P

2 Buitish West Indies

29 Mesico oo

26 Venersuela

27 Asa . e

28 fapan T

29 Middle Fastern ot eaporbng countiies!

0 Atnea L -
3l Onl-expoitmg countines

32 Al athedt

Commmeraal habrlies
43 Farope R

3t Belgwm ad Lusembowrg e
35 France . .0 0 .

30 Gienmany L. .

37 Nether lanes o

b Swatzerland L. PRI

39 United Kigelom ...

H Canada L . e e

<+ Latin Amenca and Catbbean

42 Rabamus

43 Bermuda o

<t Rianl ... . .
4 Buush West Indies oL
46 Mexico .o
4 Venesuel oo

A8 A e
Ju lapan . R . .
50 Middle f-asten ol exporing countries!

A Alnca . S
52 Oul-exportig coundnes L,

Sy O, P

(991

[y 1993
45,511 50,597
17456 18,728

5,055 11869
2384l 9.2
16,960 18.545

6,881 10,681
21,670 20371

4306 5802
12004 12,500
20,196 200,183

1174 1,188
11387 18810

A4 175
1623 253
K89 975
600 s1
509 014
£610 13,342
St 859
LGS 3,350
319 NN
11 0
19 18
2,850 1,533
L V]
[0 5
5818 5,950
1750 RKT
19 7

6 I3

4] 12
33 109
1398 6827
208 239
700 655
729 684
535 oY
150 475

2,505 2039

1002 879

1,533 1,658

3 2

307 350
08 214
33 27
457 451
142 123
10.50:4 10,980
3612 d30d
1,889 1,534
508 153
309 10/
575 574

54,309

38,20%
L6011

32954
IB818
14130

21,358
10,005
11,350

19180
1875

217
ION]
1727
1,961
552
0688
15.5-44

629

2034
101
80
207
998
Q

5

8403
7314
35

123

50

6113
21
728
604
7
27

20444

1,037

1.857
19
25
101
23
574
276
16,741
1S58
1,570

428
256

StY

tO94 1995 1996
ec M. Tune Sept Dee. Marl
54,309 50,187 49,973 47,673 46,448 49,608
8,208 35,904 34,281 33,908 33,903 30,314
16,011 14,284 15,692 13,765 12,545 13,294
32,954 20775 29,282 26,237 24,241 26,225
I8818 10,704 15,028 13,572 12,903 13,826
[ANRIY 1301 14,254 12,165 11,338 12,399
21,358 20,412 20,091 21136 22,207 23,383
10,005 0, %44 10,527 10,061 O3 HLBLS
11,350 [(IRTHY 10,164 [NV H,194 12,5608
iv,480 (9,199 19,253 20,036 21,000 22,488
1,875 1213 1438 1400 1,207 895
21,703 17,541 18,223 16,401 15,622 16,605
495 6l2 778 347 369 483
1,727 2046 1,101 1,165 999 1,679
1,901 1,759 1,589 1,670 1,074 2,161
552 RE] 530 474 466 479
688 hiR) 1,056 948 ROS 057
15.543 107604 12,138 10,518 10,138 10,241
029 1817 ROY o 032 1,166
2,034 2065 1,950 EU04 1,783 1,876
101 135 R 70 59 8
80 149 138 144 147 126
207 58 58 11 S7 57
YK 1,068 O30 930 ROO 946
0 1o 3 ! 2 16
5 5 4 ; ) 2
8,403 8,150 8,024 06,947 5,988 6,390
7.314 7.182 7,141 6,308 5430 5,980
18 27 25 25 27 20

EA 156 151 119 150 131
123 122 122 122 122 122
S0 Bl 42 v 60 57
0,173 O 6716 7203 7,700 8444
2 271 31 340 33 370
728 642 SO 528 481 618
604 482 556 0600 161 870
722 536 448 66 S00 659
321 327 432 255 413 432
2444 2 B4R 2,902 3,351 3,508 3,525
1,037 1235 1,146 1,219 1,040 96()
1,857 1,368 1.836 1,607 1,740 2,114
19 8 3 1 | 28

345 260 07 219 205 570
161 Y6 107 143 9% 129
23 29 1} 5 56 10
574 156 420 157 416 470
276 273 204 175 221 243
10,741 10,151 9.978 10,275 10,4421 10,496
1,555 HLilo 358 3179 3315 3.726
1,576 1,787 1,790 1,647 1,912 1747
428 403 481 589 019 708
256 208 252 JH 254 254
519 453 474 483 087 061

I Comprises Bahiain, han, g, Kuwait, Oman. QGatar, Saudi Avabia, and Untted Arab

Fanaates (Truaal States),

N

2 Comprises Algera, Gabon, Eabya, and Nigeiia

3. Ineludes nonmonetay wiernatonal and regonal omganizations,
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323 CLAIMS ON UNAFHLIATED FOREIGMERS - Reported by Nonbanking Business Bnterprises i
the United States
Millions ol dotlas, ead of penod
1991 199 1996
I'ype ol clam, and area o1 country 199 1993 1994 - - - - - - -
g, M fune Sept [RS8 A ¥
I 1otal 45,073 49,159 57,888 57,888 52,218 58,051 S8z 52,500 55,498
2 Payable w dollars 12,281 ERNI 21805 5380 AR RINRE 19,690 REWAN 10,094
3 Payable i foregn cunencses 2092 3998 oy LOR 3,703 3013 1708 3,798 399
By ivpe
4 Financal clanos . . . . . J0,5049 2 13,807 13,897 29,606 [TV ROR D3 RERDH 30,810
S Deposits 17,699 [RVAN 18,50/ 1807 IFREA 22006 [NOFES 15,133 17,595
4 Iavable odollas . , . .. (6872 15,182 18,00 18,026 16458 21851 17,403 [AXeRn" 1 /.01
/ Payable i torepn cusenaes LEA] RERY 181 hE] 657 DA S8l 179 191
& Other hnanaial cLums 8814 12054 15,390 15,0 17191 12,908 1o/ 10,205 | KRR}
Y Payable v dollas 1890 10,80 14306 1,300 1127 11,370 10,689 10,976 1328
10 Payable oy loreen cuneneses DRt 1,197 L0814 {084 1216 1198 [y 1.789 1,887
I Commercal <lams . . o . 18,561 21,388 REKIDN| 13994 LRI XYy RRRRR RRNEE RERT:t
1 hade recevables . . . . 16,007 18,423 RINEY AN ET HINER 21420 J1 409 20998 RAXI PN
13 Advance payments and other chams 2557 29634 YR LR AL 281 LA RN 2008 'Sl
o Payable modollars 175149 19,11/ 20473 2L JIREDRS Ry RANGH) 23081 20
15 Payable w foreipn cunencwes 1O 207 I8 2alx £A20 2,000 1019 2030 161
By wrea o1 cowntny
Famanerad clanms
16 Lurope . 9,431 1,299 1,930 71930 7030 1907 78340 7.600 8.0
I/ Belpium aud T uvembowy 8 14 86 86 1o 154 16(H 193 1
18 Irimce 701 80 800 800 KO8 FAI] 753 803 1015
19 Germany 0 N0 540 540 RN 50 W0l 136 300
20 Netherfands RIE S50 120 (R oo (G 520 ST 186
21 Switecthand 1oty 530 823 513 0o alt 530 8 1/
2D Lontted Kingdom 007 1589 1606 oK Lo NNAI] [IORA N1 4,508
24 Cuanada f.843 200 181 ' 358t 3RS 3,705 5,570 1851 5,009
20 Fatn Amenca and Canbbean , , . 13,893 16,221 19,536 19,53 16,109 MNED] 15,30 E1500 {3,809
25 Bahanus 7R 1,330 RN o G R EE 1,552 {065 1,588
20 Bermuda 0 [RE 2 R 3 Ko 1A 81 11
> Biasl P . . 080 051 500 9.0 RG] RIS &l 81 2R
¥ Briish West Tidies . . (R YaYs [7.699 {5,118 {5,178 [RIRRTY] [WASI tt8to i3 a6t
29 Mexico [N 87 123 103 AL Oy ihy Syl 161
30 Venesuels 20 tol 15 35 ' i S0 3 <0
i Asa ROt 1on/ 18/} 1.8/1 1501 [PRERY 200 157 {890
R Yapan ., B . . GOK hiR 953 AR [ 11 FA01 871 1171
33 Micdle tastern ol esporting conntries! 3 3 )41 I I 3 ! \ 13
3 JASTITSNY , 84 G (YA 3§73 [ {38 NS (4 277
35 Onl exporling coungises 9 t 3] 0 9 9 0 N 5
6 Al other! 05 Jol o600 o0 371 e 832 i 80
Commerctal clauns
37 Luope N Kol 9105 Yn10 9.5 140 8947 22000 58,862 PR R 9,057
iR Belpwm and 1 usembow s 184 {8t "3 RS 199 TN 224 231 Y
3G [ ranee 37 1O/ [t 1481 L, 700 1.O06Y 706 1830 1 803
40 Crermiany 933 1018 L2/ 1027 DI 1,00 /) 1,070 1107
i Netherlands 9 113 i 31 IR 3 538 a0 442
& Swiatzerland 367 A4 55/ S5/ NS0 [ 38 5 ~75
-1 Lnsted Kinpelom 2091 230 2850 TIN50 JA88 204 2479 105G YO0/
A} Cunida 1,286 1781 1U88 1.ORK 101G 1003 ot 1,951 20
1S {atin Anweried wd Carghbean RRVAR 3,001 4t/ Lit7 Hid 1.3/0 [ D] 1,361 RNy
46 Bahamas . 8 | v 9 17 21 26 30 30
+7 Besnuda LA 182 [y A 208 0 RAS RN 213
48 Biasl . 15/ o0 612 [ 06U 17 145 8UK 808
39 Brinsh West Indges 10 A 83 K31 55 N3 60 9 106
50 Mesico 924 990 (IR 1,244 [.106 [0y t.026 93 808
51 Venesuela (RS} 03 348 4R 195 ] 35 RS 0%
52 Asu 4 866 6001 6982 6982 6,200 016 H820 1,802 1078
3 Japan B . e 1,904 1075 2054 REERN o911 204 1U08 1870 2000
44 Muldle Fastern ol exporting countries! 0694 L2} T08 JUR 089 e 715 i 1021
a4 Aftica . o 954 03 IS 58] RICH ¥ 93 051 06/
490 Ol exporhing colmnes /8 7 6/ 6/ /1 Of) 71 8/ 107
57 Other ' 1ol I DAY D10 81/ DI aH L0 EUA]

1. Compuises Babran ran Biag, K, Oman, Qatan, Saech Arabua, and Unaed Arab

FEmoates (Troesl Statesy,

> Comprases Alpen, Gabon, Dby and Nipena,
3. Ine lodes nomuonetary nicvsational el regronal orpamzatons
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324 FOREIGN TRANSACTIONS IN SECURITIES

Millions ot dollars

1996 19995 1996
Fransaction, and aica or countiy 1994 1995 a -
L Jj':llw Ll)vc Jan. tich, Man. Am May Tune?
I - , [— . . .
US. corporate seeutities
— —_ -
S1OCKS

I Lorergn parchases L e 150,594 462050 305,20/ 46,479 43,574 52,260 53,281 93,047 57,011 43,374
2 boreignosales L L o 348,710 451,710 294,700 44,372 41,948 51,083 44,450 48,774 56,081 42,361
3 Net purchises, or sales (=) 1,877 11,240 10,507 2,107 1,626 1,177 831 4,273 1,587 1,013
4 Foreign conntrics . 1,867 11,445 10,530 2,109 1,623 1,306 877 4,129 1,582 Loy
5 Faope 6,714 4912 1,121 1028 1,954 1,072 1,477 1,429 259 308
O Prance . e PR e 20 1,009 317 382 164 161 661 336 306 339
7 Genmaoy ... e e PN e 2,110 1,837 650 1! 239 Lel RG 174 30 218
& Nethelands L R S 2,251 3,507 LIRY 373 660 20 208 237 07 129
9 Switzetland .0 000 o0 L 30 1283 1,320 191 639 441 566 a1y 140 78
10 United Kingdom 840 8,060 283 1277 165 223 241 345 417 416
I Canada L B e 1,160 1,517 781 175 645 518 90 52 425 81
12 Latin Anwniea and Caetbbean L 211 5814 3,984 219 487 2,694 318 808 1,245 42
13 Muddle Fast! - S e e LR 37 £,206 148 507 285 31 6 261 [t4
14 Other Asi . - oo e 1,234 25038 3,924 B84 40 330 291 1,852 1,380 1,359
(B} lapan (W1 1715 1,585 1,24 94 ™ Y 1,446 7 B2
16 Aluea . e . 29 2 67 | G [ 44 3 O 4
17 Othev countrees 0 o0 oo 0 L 22l 08 7 7 52 151 X6 37 104 43

I8 Noenmonetiny international and
regional organizations 1 - 208 —23 -2 3 -129 —46 144 s 4

BONDS '

19 Forewn purelises . . A s 289,580 294537 192,389 22,020 26,598 12,759 39,808 24,116 34,753 34,351
20 Foregn sales L 229,605 206,51 134,909 20,117 17,726 23,608 25,113 18,693 24,0206 25,743
21 Net purchases, or sales (- ) 59,021 86,582 57,476 203 8,872 9,151 14,695 §,423" 10,727 8,608
22 Voreign countries ..., 59,036 87,036 57,374 875 8,830 9,230 14,607 5,492 10,722 8,593
2% Burope L. . B L e 7,005 YARIE 160,238 1,63t 3,641 8,908 6,476 3,047 7,044 4072
2 Itanee 242 1,143 1,047 (17 819 314 670 788 48] 326
25 Gennany 057 5,938 19118 246 26 1,859 467 ™ K91 1
26 Netherlonds 3,322 L4613 834 101 163 365 O 52 371 53
27 Swatzedamd L 1,058 494 199 Nl 50 86 18 144 178 233
28 United Kwgdont 3,042 37,591 24,292 1,247 3,854 6,280 4,748 2,204 4,247 2,902
29 Canada e o S 2058 2,569 2,03 181 104 235 149 359 952 314
A Latin Ameriea and Catbbean o0 oL, 5,442 6,141 10,671 848 2896 713 7,140 33 1,253 802
3 Midklle Bast! . e /71 1,869 55 187 194 314 1 122 120 218
32 Other Asie .0 0 L FE 12,154 5,659 8,777 293 1,272 1,161 831 1,094 1,279 3140
3 Japa L. PR 5,480 2250 3,503 Hug ERY 336 245 115 537 1912
3 Alnca o e e e e T 234 187 86 6 40 4/ 49 107 S0
3 Other countiies © o0 L L0 L L 054 246 557 69 63 47 4 212 133 63

36 Nommuonefary intersational and
regional organizations 88§ —454 02 28 42 ~79 88 RI 5 15

Foreign securities

37 Stocks, net puichases o sales ) 48,071 50,291 39,720 6,002 6434 5,704 10,345 6,700 4,055 7476
38 Lotetpn puchases .. 00 L 380,106 345,540 224,817 312,369 13481 17,404 30,115 37,764 43,515 36,478
oo Forenosades oo Lo L0 L 43,177 395,831 264,537 18071 REAIN 43,168 46,460 4h470 40,570 43954
40 Bonds, net pichases, on s, ). 9,224 48,545 14,618 4,050 4,584 (404 6,038 153 827 942
Gt Forewgn purchases o000 K48,308 849,471 19,705 80,428 84,634 95,201 93,345 81,256 82,414 82451
42 Porengnosales o000 857,592 938,016 534,353 84,378 89,222 96,605 99,383 81,400 82,941 84,793
43 Net purchases, or sales (=), uf stocks and honds —57,295 —98,836 —54,368 -~ 10,652 -1L,0(8 ~7,108 —16,383 -6,859 —3,582 —9418
44 Foreign countries ... . .0 .0 o0 --57,815 1 —98,031 =54,059 | —10,711 — 11,049 —6,983 — 16,387 6,802 —3473 —9.365
45 Ewmope PPN - 1,516 48,125 19,947 5,926 4,008 2,552 - 4,508 1,949 1,475 8,345
16 Canada . P 7475 7,952 4,680 i4 2,608 Rt 1,865 614 231 472
47 Latte Americia and Carbbean L (K, 334 7,634 5962 K02 3 1,031 2,582 1,190 2,136 980
A8 ASI L L s s 24,275 34,056 20,767 4,301 4,685 2557 5,750 4,094 2,200 1418
49 Tapun . 0 Lo 17,427 25072 11,416 3,687 4,427 1,592 4,224 EAlY 921 1,302
50 Atnca 16/ 27 861 44 96 161 430 14 32 122
ST Other countiies 3,748 63 1.842 466 471 624 1,240 169 289 9

52 Nonmonetary international and
regional organizations 520 —805 —309 59 3l —125 4 ~57 =Y -53

1 Compuises otl-capothiug countiies as toliows Bahnon, han, hag, Kuwat, Oman, Qata,

Saude Avabia, and United Acab Banvates (Tracnd Sttes).

2. Indodes stute and local government seconties and secuntes of LS government
apeneres wxd vorporations. Also includes tssues of new debt seeunities sold abioad by US
cotparations organized to finance duect uvesoments alnoad,



Milhons of dollars: net purchases, or sales (

) dont

Sccurities Holdings and Transactions/Interest and FExchange Rateys

MARKETABLE ULS. TREASURY BONDS AND NOTES

e petid

loreign Transactions’

AOl

Aled o county

I Total ¢stimated

2 Forergn countries

3 Futope P

o Belgum and Buxembowy

5 Germany

O Netherfands .

7 Sweden

8 Switeetland L

9 Untted Kingdom .
10 Othet Fugope and lonmer USSR,
I Canada . .
12 Taun Aerca and Canbbean
14 Veneszuela . . .
14 Other 1 ann Antenca and Canbbean
15 Netlierlands Antilles
16 Asia ., .

7 Japan

18 Altea

19 Other
20 Nomnonetary inlernational aid wepional viganizations
21 Internationad . . N
22 Lamn Amencan regional

MIFMO
23 Foreipn countiies
24 Othicsal mstitations
25 Other {oreipn
Oif exporting cotntries

26 Muddle Hast”
7 Aluca!

1994

#,,

. 78,801

/8037

38,542
1,008
3,709
1254

1914
%)
PRARISY
RR1
1491

10,383
Y1y
20,194
10,429
VI
2093
21
510

Hoxd
50
154

18,637
41,82
36,815

ki
(}

1995

133,991
134,552

A0,000
91
6,136
[
358
172
3178
6 /18
252

48 60y
)

25152
23459
12,419
10,8303
140
G08

ARy
9
2ol

F43,5%)
39,629
9397

30075
)

1996 1995 194
l;m. Dec lan teh Mt
we
75,261 - 9454 14,018 | 15,451 7,025
/1,084 V010 137138 fou? 0411
42,058 L1120 7,20 8,102 4083
579 n 149 120 8l
8875 452 1.38s 1,829 DAt
2061 18l 80/ ol 1,59/
1,779 RS s 803 (TR
1,398 604 6 81 05
19715 377 INEN) Lot 2270
12008 3,200 3R 3,868 JFORYY
1123 208 1,867 1.80% 35
8,014 3,762 2018 2931 1,985
L 6l L 93 4
1,566 4710 Ru» {8906 2,090
DRV 1,009 11,408 DAR) 2295
80/0 [LRY 090 8,010 6,911
15,95/ 9,699 2019 L0604 2
930 252 RIR 100 3
559 /5 A)]') IR RUJ
[Ny 43R $y 2l ol
621 (Y 2o AH 61/
1,219 [IN] 15 254 12
T 9,006 13,71 la1y? 6,111
LH13 1081 12,61 8,081 A
42,003 11,66/ 1,OYR 150k 1066
Laay 108 [R% 102 1127
| 0 i} | 0

)

Apt

15,751
YRR

8712
199
1813
ERRY)
286
1309
0,070
DR
1766

1993
}
1805
1,870
18
2382
250
/3

[IRVAY
1
1,008

17,120'
8,253
8874

RO
0

May

14,368
L0

16
151
1671
750
LA
683
3364
2.621
66Y

167
19
2,195
1067
8,20
1965
48

0

248
9
9

14,150
0,480
/618

RN

June!”

H,048
059

5731
21
1,196
IRLEYS
29
8eb
5,190
1,069
[RD]

1,524
13
L3
RIDAR
2919
879
A)‘)
60l

811l
7V
7

9,159
6,048
16,107

FOR
|

1o Otdial and prvate pansactions we pruketable US Tresamy secmties: having, an
ongmal mitunty of more than one year Data e hased onomeathly fransactions repoits
Exeludes nomuarketable U8, "Freasiny bonds and notes held by of wial wisttutions of lareign

cotntrics

2 Comprses Baluam, ban, hag, Kuwait, anan, Qatar, Saudh Arabiag and Guted Arab

Sutates (Lacal States),
i Comprses Alpena, Gabon, Labya, and Nigera

326 DISCOUNT RATES OF FOREIGN CENTRAL BANKS'
Pereent per yean, averiges ol daily fipares
Rate on Aup 31, 1990 Rate ou Aug, 31, 1996
Countiy R ) Countiy I
N Month s Month
Percenr Pereent
cllective ellective

Austrnd, .. N A 1900 Ciennony . R Apr 1996
Belpianm T Apr 1995 Haly 8.9 July 1995
Canada 1704 Aug 1996 lapan . B 5 Sept 1995
Denntagh 3 Apr 1990 Netherlands .o, 25 Apt 1996
Franee LR July 1996 Switzetland i Dee 1995

1. Rates shown
advanees apaimsi el

e manly those at which the cential bank either discounts vr nahes
ihle conmmereal paper or povertent secunt s lor commerctal banks on

brokers, For countries with more than one tate apphicable o sach discounts or advances, s
rate shown s the one at whicl e s understood that the cential bank tansacts the Tagest

propottion ol its credit operations

20 Smee Febiay 1981, the rate Tas been thian at which the Bank of Brance discounts

Tieasury bills for seven to ten days

327 FOREIGN SHORT TERM INTEREST RATIES!
Percent per year, averages ol daily figures
Fype o country 1993
[ Turadollas., s
2 Uited Kugelon 988
3 oCanada ., S
4 Gennany oL AN
5 Swuzerlandd L (WD)
o Netherllands o 0 O/
T Itance, 830
8 faly waos
9 Belpiom 810 !
10 Japan T

(D3N 199~
63 509%
5. 064
S0 /il
5.9 [
O 291
5.0 430
A O3
8.5 1O 43
505 L3
20 10

1996

teby M Ap Muay June
314 RIRE N30 530 a.446
13 60 507 0.03 5.80
AR 5.3 504 182 48/
300 1.5 .00 L1 309
1 61 [ I 68 19y LR
.00 00 P83 Y6l ' 81
(0] (" 187 1 /8 185
990 982 .60 B.88 R /3
3oy 30y i 119 i3

al ot} 6l [ 37

luly

519
509
470
320

280
)y

3738
8/
3

67

Aug

5 H
52
48
Lt
22
0>
3R
87/
$21

02

I Rates are Toe thiee month mtethank toans, with e foll song exceptions, Canada,
fmance company papet, Belpiun, Unce wonth Preasary bitlsane Japan, C1D rate
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3.28  FOREIGN EXCHANGE RATES!

Currency units per dollac except as noted

Country/catency it

i

Austral/dollat !
Austi/schillmg .
Belgmm/trane

Canada/doltar

Ching, PR./yuan
Demmiath/one

Finland/marhka

France/tiane .
Genmany/deutsche mark
Greeee/drachina, . L

T XN S sl —

Hong Kongldolim
Indiviupee, S
leeland/pound™. ..
ttaly/ina .

15 Japanfyen ...l

it Malaysta/imggnt

17 Netleslands/yeledes R
18 New Zealandfdotba

19 Norway/hione

20 Portugal/esendo

21 Simgapore/dolla

22 South Atdeadiand
23 South Korea/won
20 Spam/peseta.

25 Sn Lankajfiupee .
20 Sweden/kiond

J7 Swiatzeland/Tane
28 “Lauwan/dolla

29 Thaland/balit .

30 Uinited Kmgdom/pound

MEMO
i1 Lited Staesftolia !

1993

67093
11 639
34 581
2002
87795
64803
5.7251
5.6009
1 6545

22001

7.7357
A1 291
o 47

57341

11108
REVATS
1 8585
S4.127
7.1009

1ot (8

16158
3.2729
805.75
127.48
18211
17956
L4781
26410
25,4338
15016

O3 {8

1994

/3161
L4000
§3420
136604
8 60k
0 3501
52340
5 5459
16216
242,50

7.7290
31,304
44,69
61149
102,18
20247
18190
59 358
70853
16593

15275
4.5520
£06 94
13388
49,170
Il
(3667
264065
25 161
15319

RIS

1996
1995 -
M Apr May June July Aug
11073 77136 78.5606 79,700 79022 78974 78 305
10,076 10 391 1580 10,782 10755 10576 104435
J9.472 10 371 §0.901 JLs02 RIKIZE] 30947 00553
1.372% 1.3656 1.3592 1 3693 [.3658 1.3097 1.3722
8 3700 [ JREDAS 83583 8.3470 L RERE) 83409 83379
5 5909 57074 5.8050 59160 S.RO41 S.8014 5.7327
4,3763 4.6006 47288 47541 406710 4.5812 4.4793
L9804 50583 51049 5 1855 5 1/87 5.0881 5.0036
14321 L4776 1 3048 | 5324 1.5282 1.5025 L4820
23108 241.54 24200 24327 24175 237.65 237.00
77357 77325 7.7345 77363 77404 77379 7.7345
32418 31485 34320 35.025 35100 i5 067 35.800
160,35 157.21 1560 51 156 29 158.3] 160 31 161.08
1,629 45 [,562413 1.565.60 1,556.71 [,542.30 1,520.82 1,516 G2
9390 105 94 107.20 106.34 108.96 i09.19 107 87
25074 25417 25113 24936 24907 24018 24933
1 6044 1 6540 1.6805 17135 17120 1 6862 10633
03 625 O% (Y79 08 212 o8 571 67 650 69 oin 68 RO
63355 04277 64901 0.5748 6.5376 G105 6.4153
149 88 152.93 154 51 IS751 157 40 154,590 152.27
1171 1 4095 11082 14074 14090 Laioh LI ARAY
30284 3.9293 42030 43679 4 3319 430648 4.5289
772.6% 78131 78042 780 K6 79843 813,03 81152
12401 124,39 125.49 12797 12887 126 90 125.72
51.047 53748 54 163 54 868 55.529 §5.293 56043
7.1400 67318 07141 0.7984 66807 0.6394 G621
VARL2 1.1859 12180 12539 §.2579 172820 12029
26,495 27.-K00 27 188 27352 27674 27573 27 496
24921 25 251 25.200 25289 25354 28358 25289
15785 152.71 151 60 15152 15-L16 155.30 154.99
8425 RO ST 87 46 §8.28 8810 8/7.25 86 54

I Averages of cartthed noon buyuy ratles o New York tor cable tsfers Datan tins
tble also appear in thie Board's G5 (405) monthly statistical welease For orderng addiess,

see Hiside fiont cover
2 Vadue w LS, ceats,

3 Indes of weighted-average exchange value of US dollan sggunst the cunencies ol ten
industial comntries "The weight for cach ot the ten countrics is the 1972 70 average world
trade of that country divided by the average world taade ot all ten counties combined Sciies
1evised as of Angist 1978 (see Federal Reserve Bulletn, vol 64 (August 1978), p. 700
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JUNE B0, 00 i
Seplember 30, 100 o
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L
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June 1996
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tebruary 1994
May 1994

November 1995
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May 1996
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October 1995
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July 1996
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May 1992
August 1992
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September [996

Page
AT2

Puge

AT0
AT0
ATO
AGY

AOY
A6G8
AGY
AO4

AT2
AT2
AT2
A64
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ATl
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4.3 PRO FORMA FINANCIAL STATEMENTS FOR FEDERAL

A, Pro forma balance sheet

Millions ol dollais

RESERVE PRICED SERVICES

Item

Nhott ternt assets (Nate 1)

Triputed reseeve regunenwnt on ceanay balances
Investmeent i marhetable secanties 0
Kecewvables .

Maternals and ~u|wplu o
Prepaid expenses .

Hetms iy proness of u\l\u\\\m

Latal shoit ternn assets . L

Foug term avsets (Note )

Premises .

fumure and u]lllplu« nt e
Leases and Teasehold rmprove uunl\

Peepaid pension costs .

Fotal fong teim assets

Totad assets

Shoit term liobdities
Clearnmg bulances and balanees ausiy Trom eatly credit
ol vneollected vems .
Deferced avadabihty atems e e
Shott term debt

total short-term habihties

oy term habilities

Obligations undet capital Teases

Long terndebn

Postictieme Hl/]Nl\lkIIIIYIU\’IIIL nl huln fils nhll;_ lll()ll

Total tony teom babilities

Total

iubilitics
by

Total liabilities and cqnity (Note 3)

Tune 30, 19906 June 30, 1995
6030
54270
619
(1.0
2506
2
0617
Y7L RRUN{Y
149 1628
2002 230
2006 3 2208
81-1.0 75060
90903 7,020.9
[RIN R 1006 D
20912 20/18
975 96/
Rk 06,2007
24 I8
1810 159 5
1837 L70.8
670 IR
8,049.2 0,598.8
RAYNI 12210
9,096.3 702019

Not - Congponents iy not sunt 1o lotils becanse ot 1oundnie Hie preed seivices
nancal statements cormist ol these Lables and the accompany g notes

(1) SHORT TERM ASSEES

The unputed wesense requatenient an clearop badances held at Rescrve Banks by depository
mstitutions rellects a tiedtiment compacable fo that of compesating batances hebd e conre-
spondent banks by respondent asttutions, ‘The teserve peeuarement tuposed on respondent
batances must be held as vault cashor as nonearnmg balanees mamtatied at a Reserve Bank,
thes, i poitton of puced services cleanng balances held wath the Federad Reserve is showi as
requitedhieserves onthe asset sile of the bakance sheet The senwinder ot cleatng balances s
asstaned o he mvested e theee month Trieasary nlls, shown as ivestment 10 narketalle
SCCITHILES,

Recervables wre (1) amounts due the Reserve Banks Tor priced services and €2) the shae ot
suspense account and diflerence account balanees related o prived services

Matenals aied supplies are the mventory vidue ol shorl tenn assets

Prepaid expenses inelude salary advances ind teavel advanees Tar priced seevice peesonnel

ftenis m process of collectton s gross Federat Rescive cashrtems i process o collection
(CHCY stated onabasis companable to that of o commercial bank 1t eflects adjustments ton
wia-Sysiemn deins that would othierwise be double counted on a consoltdated Yederat
Reserve balanee sheet; adpustiments for ey assectted with nom priced stenms, sucl as those
collected tor povernment agencres, and idjestiments for gems associated with provuding tised
avarlability or credit hetore atenms are secerved and processed . Among the costs 1o be
recoveted under the Monetary Contol Act s ahe cost of float. o net C1PC duting the perod
(the difterence between gross CIPC and detened avialabnlity stems wlhic s the portion of
gross CIPC that myvolves a Timancing cost), valued at the Tederal funds qate,

{2) TONG-TERM ASSE LS

Consists of Tong-term assets wsed solely e puced servives, the peed services portion ol
long-ter assets shaned with nonprieed services, ad an estimate of the assets of tie Board ol
Governars used o the development of piced services, Eltective Jan 1, 1987, the Rescive
Banks amplemented the Frnanaal Accounting Staxchuds Board's Statenent of T al
Accountmg Standauds Noo 87 Fmplovers” Accounting for Pensiony (SEAS 87), Accordmgly,
the Pederal Reserve Banks recopnized credits 10 expenses ot $17 (4 mdban we the secand
quanter of 1996, %12 2 mulhon e the fost quacter of 1996, 58 7 nallion o the second quaites
ol 1995 and $7 2 nuthon i the fust quanier of 1995, and coresponding mereases n this asset
acconnt.

(5 LIABIHIIES AND ROQUE Y

Uneler e matched book capital structure loe assets that ae not “sell fuancmg,” shot eim
assets aie hnanced with short tevm debt T ong term assets are trvanced withy fong ienn delb
and equity uta propottion equal (o e tatio ol long terne debt (o equaty for the ity lagest
bank holdig companies, which e used ne the model lor the puvate-sector adjustinent lactor
(PSALY. The PSAT consists ol the taxes that would Bave been paid and e setuen on capral
that would have been pravided had priced services been tinmshied by aprsate sector fun,
hher short-term habilities mehide cleanng bakuees mamtamed at Reseive: Banks and
deposit balances ansimg tom oat Oter long term habihites consist ol obligations on camtal
leases,
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B. Pro forma income statement

Millions of doliars

Item

Quarter ending June 30, 1996 Quarter ending June 30, 1995

Revenue from services provided to depository institutions (Note 4)
Operating expenses (Note 5)....................

Income from operations

Imputed costs (Note 6)
Interest on float
Interest on debt
Sales taxes . ...
FDIC insurance

Income from operations after imputed COSIS . ... ....vvt et nae e

Other income and expenses (Note 7)
Investment income on clearing balances ................... ...
Earnings credits. .. ... ... ... s

Income before cumulative effect of a change in accounting principle .. ............

Cumulative effect on previous years from retroactive application of accrual
method of accounting for postemployment benefits (net of $6.5 million tax)
(03 L I S P

Net income .. ... ...

MEMO
Targeted return on equity (Note 10)......... ... .. .. .. ..o,

196.0 183.1
162.3 161.8
337 213
L1 3
4.3 4.1
2.6 2.9
0.0 3.0 1.8 11.9
25.7 9.4
5.7 61.6
68.6 7.1 55.8 5.8
328 15.1
9.8 _ 47
230 104
230 104
10.7 9.6

Six months ending June 30, 1996 Six months ending June 30, 1995

Revenue from services provided to depository institutions (Note 4} .. .............
Operating expenses {Note 5}

Income from OPETAlIONS . ... ...\ttt ettt

Imputed costs (Note 6)
interest on float
Interest on debt
Sales taxes . .
FDIC insurance

Income from operations after imputed costs . ......... ... e
Other income and expenses (Note 7)
Investment income on clearing balances . ....... ... .. ... oo
Earings credits. .. ... .o e
Income before iNComMe taxes . ... ... i
Imputed income taxes (Note 8) ... . i i

Income before cumulative effect of a change in accounting principle . .............

Cumulative effect on previous years from retroactive application of accrual
method of accounting for postemployment benefits (net of $6.5 million tax)
(NOIE O) . e

Netincome ... . .. .. e

MEMO
Targeted return on equity (Note 1), ... . o

3%0.1 365.1
3234 330.7
66.7 343
1.8 8.8
8.6 8.1
54 5.1
0.0 25.8 5.4 274
409 6.9
147.2 125.5
134.0 13.2 110.1 15.3
54.1 223
16.2 6.9
379 154
... —14.6
379 8
21.0 17.7

NOTE. Components may not sum to totals because of rounding. The priced services
financisl statements consist of these tables and the accompanying notes.

(4) REVENUE

Revenue represents charges to depository institutions for priced services and is realized from
each institution through one of two methods: direct charges to an institution’s account or
charges against its accumulated earnings credits.

(5) OPERATING EXPENSES

Operating expenses consist of the direct, indirect, and other general administrative expenses
of the Reserve Banks for priced services plus the expenses for staff members of the Board of
Governors working directly on the development of priced services. The expenses for Board
staftf members were $.7 million in the first and second quarters of 1996 and 1995. The credit
to expenses under SFAS 87 (see note 2) is reflected in operating expenses.

(6) IMPUTED COSTS

Imputed costs consist of interest on float, interest on debt, sales taxes, and the FDIC
assessment. Interest on float is derived from the value of float 10 be recovered. either
explicitly or through per-item fees, during the period. Float costs include costs for checks,
book-entry securities, noncash cotlection, ACH, and funds transfers.

Interest is imputed on the debl assumed necessary to finance priced-service assets. The
sales taxes and FDIC assessment that the Federal Reserve would have paid had it been a
private-sector firm are among the components of the PSAF (see note 3).

The following list shows the daily average recovery of float by the Reserve Banks for the
second guarter of 1996 and 1993 in millions of dollars:

1996 1995
Totat float 4134 457.6
Unrecovered Hoat 154 41.2
Float subject 1o recovery 398.0 416.4
Sources of float recovery
income on clearing balances 40.3 422
As-of adjustments 3184 210.5
Direct charges 107.7 779
Per-item fees (63.5) 85.8

Unrecovered float includes float generated by services to government agencies and by other
centrat bank services. Float recovered through income on clearing balances is the result of the
in in ble cléaring bal s the § is produced by a deduction for float for
cash items in process of collection, Wthh reduces imputed reserve requirements. The income
on clearing balances reduces the float to be recovered through other means. As-of adjustments
and direct charges are mid-week closing float dnd interterritory check float, which may be
recovered from depositing institutions th h to the institution’s reserve or
clearing balance or by valuing the float at the federal funds rate and billing the institution
directly. Float recovered through per-item fees is vatued at the federal funds rate and has been
added to the cost base subject to recovery in the second quartess of 1996 and 1995.

(7) OTHER INCOME AND EXPENSES

Consists of investment income on clearing balances and the cost of earnings credits.
Investment income on clearing balances represents the average coupon-equivalent yield on
three-month Treasury bills applied to the tolal clearlng balance maintained, adjusted for the
effect of reserve req on clearing b Expenses for earnings credits granted to
depository institutions on their clearing balances are derived by applying the average federal
funds rate to the required portion of the clearing balances, adjusted for the net effect of
reserve requirements on clearing balances.

(8) INCOME TAXES

Imputed income taxes are calculated at the effective lax rate derived from the PSAF model
{see note 3).

(9) POSTEMPLOYMENT BENEFITS

Effective Jan. 1, 1995, the Reserve Banks implemented SFAS 112, Employers” Accounting
Sfor Postemployment Benefits. Accordingly in the first quarter of 1995 the Reserve Banks
recognized a one-time cumulative charge of $21.1 million to reflect the retroactive application
of this change in accounting principle.

(10) RETURN ON EQUITY

Represents the afier-tax rate of return on equity that the Federal Reserve would have eamed
had it been a private business firm, as derived from the PSAF model (see note 3). This amount
is adjusted to refiect the recovery of automation consolidation costs of $1.6 million for the
second quarter of 1996, $1.2 million for the first quanter of 1996, $1.7 million for the second
quarter of 1995, and $.3 million for the first quarter of 1995. The Reserve Banks plan to
recover these amounts. along with a finance charge, by the end of the year 2001.
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Index to Statistical Tables

YR

References are to pages A3-A6S although the prefix “A” is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances) Deposits (See also specific types)
Agricultural loans, commercial banks, 19, 20 Banks, by classes, 4, 17-21
Assets and liabilitics (See also Foreigners) Federal Reserve Banks, S, 10
Banks, by classes, 17 21 Interest rates, 15
Domestic finance companies, 33 Turnover, 16
Federal Reserve Banks, 10 Discount rates at Reserve Banks and at foreign central banks and
Financial institutions, 25 foreign countries (See Interest rates)
Foreign banks, U.S. branches and agencies, 21 biscounts and advances by Reserve Banks (See 1oans)
Automobiles Dividends, corporate, 32
Consumer installment credit, 36
Production, 44, 45 EMPLOYMENT, 42

Eurodollars, 23
BANKERS acceptances, 10, 11, 19-22, 23

Baukers balances, 1721, (See also Poreigners) FARM mortgage loans, 35
Bonds (See also ULS, government securities) Federal agency obligations, 5, 9, 10, 1, 28, 29

New 1ssues, 31 Federal credit agencies, 30

Rates, 23 Federal finance
Branch bunk:s,.2| _ ) Debt subject to statutory limitation, and types and ownership
Business activity, nonfinancial, 42 of gross debt, 27
Business loans (See Commercial and industrial Receipts and outlays, 25, 26

loans) Treasury financing of surplus, or deficit, 25
Treasury operating balance, 25

CAPACITY utilization, 43 Federal Financing Bank, 30

Federal funds, 6, 19, 20, 21, 23, 25

Federal Home Loan Banks, 30

Federal Home Loan Mortgage Corporation, 30, 34, 35
Federal Housing Administration, 30, 34, 35

Federal Land Banks, 35

Federal National Mortgage Association, 30, 34, 35
Federal Reserve Banks

Capital accounts
Banks, by classes, 17
Federal Reserve Banks, 10
Central banks, discount rates, 61
Certificates of deposit, 23
Commercial and industrial loans
Commercial banks, 19, 20 ol 1
Weekly reporting banks, 19 21 Condition statement, 10
Commercial banks Discount rates (See Interest rates)
Asscts and liabilitics, 17-21 U.S. government sceurities held, 5, 10, 11, 27
Federal Reserve credit, 5, 6, 10, 11
Federal Reserve notes, 10
[‘ederal Reserve System
Balance sheet for priced services, 64, 65
Condition statement for priced services, 64, 65
Federally sponsored credit agencies, 30
Finance compaties

Commercial and industrial loans, [7-21
Consumer loans held, by type and terms, 36
Deposit interest rates of msured, 15
Loans sold outright, 20
Real estate mortgages held, by holder and
property, 35
Time and savings deposits, 4 HHes -
Commercial paper, 22, 23, 33 ASS?“ and 11;1!)111“(:5, 33
Condition statements (See Assets and liabilities) Business credit, 33
Conslruction, 42, 46 Loans, 36
Consumer installment credit, 36 . Paper, 22,23
Consumer prices, 42 [jmuncull institutions, loans to, 19, 20, 21
Consumption expenditures, 49, S0 }““"‘“’ 5
Corporations Hu\y of funds, 37-41
Profits and their distribution, 32 Foreign banks, assets and liabilities of U.S. branches and agencies,
Security issues, 31, 61 ) ‘2()’ 21 )
Cost of living (See Consumer prices) Foreign currency operations, 10
Credit unions, 36 Foreign deposits in U.S. banks, 5, 20
Currency in circulation, S, 13 Foreign exchange rates, 62
Customer credit, stock market, 24 Foreign trade, 51
Foreigners
Claims on, 52, 53, 56, 57, 59
DEBITS to deposit accounts, 16 Liabilities to, 20, 51, 52, 53, 58, 60, ol
Debt (See specific types of debt or securities)
Demand deposits
Banks, by classes, 17 21
Ownuership by individuals, partaerships, and
corporations, 20, 21
Turnover, 16
Depository institutions
Reserve requirements, 8
Reserves and related items, 4, 5, 6, 12 HOUSING, new and existing units, 46

GOLD

Certiticate account, 10

Stock, §, 51
Government National Mortgage Association, 30, 34, 35
Gross domestic product, 48



INCOMI{ and expenses, Federal Reserve System, od, 65

Income, personal and national, 42, 48, 1)
Industrial production, <2, <
[nstaliment loans, 36
Insurance companies, 27/, 35
Interest rates
Bonds, 23
Consumer installnient credit, 36
Deposits, 15
Federal Reserve Banks, 7/
Horeign central banks and forcipn countries, 61
Money and capital markets, 23
Mortgages, 34
Prime rate, 22

International capital transactions of United States, 5061

[nternational organizations, 52, 53, 55, 58, 59
Inventories, 48
fnvestment companics, issues and assets, 37
Investments (See also specifie types)

Banks, by classes, 17 21

Commercial banks, 4, 17 21

Federal Reserve Baoks, 10, 11

Vinancial institutions, 35

L.ABOR force, 42
Life insurance companies (See Instiance compin es)
Loans (See also specific ivpes)

Banks, by classes, 1721

Conmmercial banks, 17 21

Federal Reserve Banks, 5,6, 7, 10, [

Lederal Reserve System, 64, 05

Financial wstitutions, 35

hisured o guaranteed by Unted States, 34, 35

MANUFACTURING
Capacity utilization, 13
P'roduction, 43, 45

Margin requircinents, 2.

Member banks (See also Deposttory institutions)
Federal funds and repurchase agreements, 6
Reserve requirements, 8

Mining production, 45

Mobile homes shipped, 46

Monetary and credit aggiepates, -+, 12

Moncy and capitab market ates, 23

Money stock measures and coniponents, -b, 13

Mortgages (See Real estate Toans)

Mutual funds, 32

Mutual savings banks (See Thrilt institutions)

NATTONAL defense outlays, 20
Nationa! income, 48

OPEN market transactions, 9

PHRSONAL income, 49

Prices
Consumer and producer, 42, 47
Stock market, 24

Prime rate, 22

Producer prices, 42, </

Production, 42, 44

Profits, corporate, 32

REAL estate loans
Banks, by clusses. 19, 20, 35

Real estate loans  Continued
Terms, yields, and activity, 34
Type of holder and propesty mortgaged, 35

Repurchase agreensents, 6

Reserve requirenients, 8

Reserves
Commercial banks, 17
Depasitory institwtions, 4, 5, 0, 12
Federal Reserve Banks, 10
LLS. reserve assels, 51

Residential mortpage loans, 34

Retail credit and retail sales, 30, 42

SAVING
Flow ol funds, 37 -H
National mcome accounts, 48
Savitigs institutions, 35, 36, 37/
Savinps deposits (See 'Fitme and savings deposis)
Securities (See also specfic types)
Federal and federally sponsored credit agencies, 30
toreign transactions, 60
New issues, 3
Prices. 24
Special drawing rights, 5, 10, 50, 51
State and local governments
Deposits, 19, 20
Holdings of ULS, goverument sectnities, 27
New seeurity issues, 3
Owaership ol securities issued by, 19, 21
Rates on seeurities, 23
Stock market, selected statistics, 24
Stocks (See also Sceurtties)
New issues, 31
Prices, 24
Student Loan Marketing Association. 30

TAX ecepts, federal, 20

Thidt institutions, 4, (See also Credit unions and Savings

institutions)
Yie and savings deposits, 4, 13,15, 1/ 2]
Trade, foreipn, 51
Treasury cash, Treasiny curreney, 5
Treasury deposits, 5, 10,25
Treasury operating balance, 25

UNEMPLOYMENT, 12
LS. povernment balances
Connnercial bank holdmgs, 17 21
Treasury deposits at Reserve Banks, 5, 10, 25
ULS. govertiment secueities
Bank holdings, 17/ 21,27
Dealer transactions, posttions, and hinancimg, 29
Federal Reserve Bank holdmgs, 5, 10, 11,27
Foreipn and international holdings and
transactions, 10, 27, 61
Open nankel transactions, Y
Outstandiig, by type and holder, 27, 28
Rates, 23
LS, international gansactions, 50 02,
Uulities, production, 45

VISTERANS Administuation. 34, 35

WHEKLY reporting banks, 1/ 21
Wholesale (producer ) prices, 2, 47

YIELDS (See Interest rates)
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GrORGE M. Loprz, Assistant Director
Davin L., WILLIAMS, Assistant Director

DIVISION OF INFORMATION RESOURC,:S
MANAGEMENT

STEPHEN R, MALPHRUS, Director

MARIANNE M, EMERSON, Assistant Director

Po KyunG KM, Assistant Director

RAYMOND H. MASSEY, Assistant Director
EbwarD T, MULRENIN, Assistant Director

DAY W. RapABauGH, IR, Assistant Director
Yiizasrrn B, RIGGS, Assistant Director
RICHARD C. STEVENS, Assistunt Director

DVISION OF RESERVE BANK OPERATIONS
AND PAYMIENT SYSTIMS

Crypi H. Farnsworriy, IR, Director

Davib . ROBINSON, Deputy Director (Finance and Control)
Loutst: L. ROSEMAN, Associate Director

CHARLES W, BENNETL, Assistant Director

JACK DENNIS, IR, Assistant Director

Bary G, HAMILTON, Assistant Divector

JErrrEY C. MARQUARDT, Assistant {drector

Joun . Parrisn, Assistant Director

FroreNCE M. YOUNG, Assistant Director

OFFICE OF THE INSPECTOR GENERAL
Brint L. BOWEN, Inspector General

DonNALD L. ROBINSON, Assistant Inspector General
Barry R. SNYDER, Assistant Inspector General
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Federal Open Market Committee
and Advisory Councils

FEDERAL OPEN MARKET COMMITTEL

MEMBERS
ALAN GREENSPAN, Chairman WitLiam J. Moebonouau, Yice Chairman
LEpwarp G, Bovun, LAWRENCE 13, LANDSEY ALICE M. RIVLIN
Jirry L. JORDAN Roprrr D, MCTEER, Jr. GARY HL STERN
Boward W, Keniey, Ir, LAURENCE 11 MEYER JANET L. YELLEN

SUSAN M, PriLLips

ALTERNATE MEMBERS

J. ALErED BROADDUS, Jr Mictakr, H, Moskow FRNEST T PATRIKIS
Fack GUYNN Rosurt T, PARRY

STALE
DoNaLD L. KOHN, Secretary and Feononist DaviD L. LINDSEY, Associate Economist
NORMAND R.V. BERNARD, Deputy Secretary FREDERIC S, MISUKIN, Associate Fconomist
Joseen R. Coyng, Assistant Secretary Larry J. PROMISETL, Associate Feonomist
Gary PGt us, Assistant Secretary Artnur 5 ROLNICK, Associate Feonomist
). VIRGIL MATTINGLY, IR, General Counsel HARVEY ROSENBIUM, Associate liconomist
Trnomas CoBaxtewr, Iv, Deputy General Counsel CHARLES ). SIEGMAN, Associate Economist
MICHAEL J. PRILL, Feonomist TnoMas 1. SIMPSON, Associate Lieonomist
Enwin MLTRUMAN, fSconomist MARK S. SNIDERMAN, Associate Fconomist
Ricuard W, LANG, Associate Economist DAVID I, STOCKTON, Associate Economist

Prrer R, VIsuer, Manager, System Open Market Account

FEDERAL ADVISORY COUNCIL

Rictarn G. TILGHUMAN, President
rank V. Cattoure, Vice President

Witriam M. Crozaeg, Jr., Firest District RodGrr 1. Frezsimonns, Seventh District
Wairer V. Stenriy, Sceond District TnoMas H. Jaconsen, Eighth District
WALTER F. DALLER, Jr., Third District RicHArD M. Kovacrvict, Ninth District
F'rank V. Cattourr, Tourth District CHARLES E, NETSON, Tenth District
Ricnard G, Tinauman, Fifth District Criart s T Doy, Eleventh District
Cnarees H. Rici, Sixth District Witiam I ZoeNoy, ‘Twelfth District

Hirprr V., PROCUNOW, Secretary Emeritius
JAMES ANNABLLE, Co-Secretary
Winriam J. KOorsvik, Co-Secretary



CONSUMER ADVISORY COUNCII,

KATHARINE W, MCKEE, Durham, North Carolina, Chairman
Juria M. Stiwarn, Richmond, Virginia, Vice Chairman

RicHARD 8. AMADOR, Los Angeles, California
Tromas R, BurLer, Riverwoods, [llinois
Rosert A. Cook, Baltimore, Maryland

ALVIN ], Cowans, Orlando, Ilorida

Erizasern G, Frores, Laredo, Texas
Herisrrto Frores, Springficld, Massachusetts
EMANUEL Friziman, Philadelphia, Pennsylvania
Davip C. Fynn, Cleveland, Ohio

Roserr G, Greer, Houston, Texas

Kenwnirnt R HarNey, Chevy Chase, Mary land
Gall, K. Hineesrann, San Francisco, California
Terry Jorpi, Cando, North Dakota

FRANCINE JusTa, New York, New York
FUGENE 1, LEHRMANN, Madison, Wisconsin

THRIFT INSTITUTIONS ADVISORY COUNCIL.

Erroi. 1. Louis, Brooklyn, New York
WitLiam N, LL.unn, Falmouth, Maine
RONALD A. Prirt, Minneapolis, Minaesota
[1sA RicE-Coreman, Toledo, Ohio

Joun R. RiNes, Detroit, Michigan

MARGOT SAUNDLERS, Washington, D.C.
ANNE B. Snpay, Philadelphia, Pennsylvania
REGINALD 1. SMri, Kansas City, Missouri
GEORGE P SurGEON, Arkadelphia, Arkansas
GriEGORY D, SQuires, Milwaukee, Wisconsin
Joun E. Tavror, Washington, D.C,
LORRAINE VANESETEN, Troy, Michigan
THEODORY J. WYSsoCK], Jr., Chicago, 1linois
LiLy K. Yao, Honolulu, flawaii

ti. Lee Brarn, Hazleton, Pennsylvania, President
Davin F Horpann, Burlington, Massachuselts, Vice President

Barry C. Burktiorner, Houston, Texas

MICHALEL T. CROWLEY, JRr., Milwaukee, Wisconsin
GrorGr L. ENGELKE, JR., Lake Success, Mew York

DouaGLAas A. Frirraro, Englewood, Colorado
Brverry D Harras, Livingston, Montana

Cuarres R, Rinvuart, [rwindale, California
Joster €. Scurry, Chicago, Hlinois
RONALD W, StimesoN, Memphis, Tennessee
Larry T. WiLson, Raleigh, North Carolina
WirLiam W. Zures, Spokane, Washington



Federal Reserve Board Publications

For ordering assistance, write PUBLICATIONS SERVICES,
MS-127, Board of Governors ol the Federal Reserve System,
Washington, DC 20551 or telephone (202) 452-3244 or I'AX
(202) 728-5880. You mav also use the publications order
Jorm available  on the  Board's  World  Wide  Web  site
(http:/lwww.bog.lib.fed.us). When a charge is indicated, payinent

should accompany request and be made pavable to the Board of

Governors of the Federal Reserve System or may be ordered via
Mastercard or Visa. Payment from foreign residents should be
dreaven on a US. bank.

BOOKS AND MISCELIANEOUS PUBLICATIONS

T FEDERAL RESERVE SYSTEM- PLRPOSES AND FUNCITONS.
1994, 157 pp.

ANNUAL RLPORT.

ANNUAL Rerort: BubnGrr Revirw, 1995-906,

Froerat Reserve Butt toin. Monthly. $25.00 per year or $2.50
cach in the United States, its possessions, Canada, and
Mexico. Llscwhere, $35.00 per year or $3.00 cach,

ANNUAT STATISTICAT 1 1 period covered, release date, num-
ber of pages, and price.

19¥ 1 October 1982 239 pp. $ 6.50
1982 December 1983 200 pp. $ 7.50
1983 October 984 264 pp. $10.50
1984 October 1985 254 pp. $12.50
1985 October 1986 231 pp. $15.00
1986 November 1987 288 pp. $15.00
1987 October 1988 272 pp. $15.00
1988 November 1989 256 pp. $25.00
1980 -89 March (991 712 pp. $25.00
1990 November 1991 185 pp. $25.00
1991 November 1992 245 pp. $25.00
1992 December 1993 215 pp. $25.00
1993 Decentber 1994 281 pp. $25.00
1994 December 1995 190 pp. $25.00

SELRCPED INTEREST AND BXCHANGE RATES-- WEEKLY SERILS OF
Cnaris, Weekly. $30.00 per year or $.70 each in the United
States, its possessions, Canada, and Mexico. Elsewhere,
$35.00 per year or $.80 cach,

Tri FEDLRAL RESERVE Act and other statutory provisions alfect-
ing the Federal Reserve Systen, as amended through August
1990, 646 pp. $10.00,

REGULATIONS OF ThE BoARD Or GOVERNORS OF vtk FEDERAT
RESERVE SYSTEM.

AnNuAL PererNtaGr Rate Papsres (Truth in Leoding -
Regulation Z) Vol [ (Regular Transactions). 1969, 100 pp.
Vol 11 (Jeeegular Transactions). 1909, 116 pp. Bach volume
$2.25.

GUIDE 10 THE FLOW 01 FUNDS ACCOuNnTs, 672 pp. $8.50 cach.

FEpERAT RESERVE REGULATORY StRVICE, Loose-leal; updated
monthly. (Reguests must be prepaid.)

Consunier and Community Alfairs Handbook. $75.00 per year,

Monctary Policy and Rescrve Requirements FHandbook, $75.00
per year,
Sceurities Credit Transactions Handbook. $75.00 per year.
The Payment System Handbook. $75.00 per year.
lederal Reserve Regulatory Service. Foue vols, (Containg all
four Handbooks plus substantial additional material.) $200.00
per year.
Rutes for subscribers outside the United States are as follows
and include additional aiv mail costs:
Federal Reserve Regulatory Service, $250.00 per year.
Fach Handbook, $90.00 per year.
FEDERAL RESERVE REGULATORY SERVICE FOR PERSONAL
Comrurirs. Diskettes; updated monthly.
Standalone PC. $300 per year.
Network, maximum | concurrent user. $300 per year.
Network, niximum [0 concurrent users. $750 per year.
Network, maximum 50 concurrent users. $2,000 per year,
Network, maximum 100 concurtent users. $3,000 per year.
Subscribers outside the United States should add $50 to cover
additional airmail costs.
Toe US. HCONOMY IN AN INTERDEPENDENT WORLD: A Muiti-
COUNTRY MoDEL, May 1984, 590 pp. $14.50 cach.
INDUSTRIAL  PrODUCTION - 1986 FHprrion,  December
440 pp. $9.00 each.
FINANCIAL FUTURES AND OPTIONS IN
December 1986, 264 pp. $10.00 cach.
FINANCIATL SECTORS IN OreN ECONOMIES: EMPIRICAT ANALY-
s1s AND Portey Issurs. August 1990, 608 pp. $25.00 cach,

1986.

THE LS. EcoNomy.

FDUCATION PAMPHLETS
Short pamphlets suitable for classroom use. Multiple copies are
available without charge.

Consumer Handbook on Adjustable Rate Mortgages
Consumer Handbook to Credit Protection Faws
A Guide 10 Business Credit for Women, Minorities, and Small
Businesses
Series on the Structure of the Federal Reserve System
The Board of Governors of the Federal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Comumnittees
A Consumer’s Guide to Mortgage Lock-Ins
A Consumer’s Guide to Mortgage Settlenent Costs
A Consumer’s Guide to Mortgage Refinancings
Home Mortgages: Understanding the Process and Your Right
to Fair Lending
How to File a Consumer Complaint
Making Deposits: When Will Your Money Be Available?
Making Sense ol Savings
SHOP: The Card You Pick Can Save You Moncy
Welconme to the Federal Rescrve
When Your Home is on the lLine:
About Home Liquity Lines of Credit

Whitt You Should Know



STAFE STUDIES: Only Summaries Printed in the
BULLETIN

Studies and papers on economic and financial sabjects that are of

peneral interest. Requests to obtain single copie. of the full text or
to be added (o the muailing list for the serie: may be sent to
Publicationy Services.

Stafl Studies | 157 are out ol print,

58, T ADEQUACY AND CONSISTENCY OF MARGIN REQUIRE.-
MENTS IN THE MARKEES FOR STOCKS AND DERIVATIVI
Pronbucts, by Mark I. Warshawsky with the assistance of
Dictrich Earnhart. September 1989, 23 pp.

159. Nrw DA1A ON 11k PERFORMANCE O NONBANK SUBSIDI-
ARIES OF BANK HOLDING CoMPANiES, by Nellie Liang and
Donald Savage. February 1990, 12 pp.

100, BANKING MARKEIS AND 1ar Usie o FINANCIAL . Spr-
VICES BY SMALL. AND Meniom-Sizen BusiNessis, by
Gregory B, Ellichausen and John D, Wolken, Sceptember
1990. 35 pp.

161. A Review o CORPORATE  RESITRUCIDURING  ACHIVITY,
1980 90, by Margarct tastings Pickeding. May 1991,
21 pp.

162, BVIDENCE ONL1E S128 0F BANKING MARKETS FROM MOR -
GAGE LOAN RATeS N TweNry Criges, by Stephen A,
Rhoades. February 1992, 11 pp.

163,

164,

165,

160.

167,

[68.

16Y.

CLIEARANCE AND SELTLEMENT IN LS. SECURITILS MAR-
KE1s, by Pauick Parkinsou, Adam Gilbert, Emly Gollob,
Laurcn Hargiaves, Richard Mead, Jeflt Stehim, and Mary
Ann Taylor. March 1992037 pp.

T 1989 92 Criprt Crunen ror Reat Listare, by
James 1. Fergus and John 1. Goodman, Jr. July 1993,
20 pp.

THI IMAND FOR Trapt CREDITD AN INVESTIGATION OF
Motives ror T'rane Creorr Use By SMATL BUSINESSES, by
Gregory 15 Ellichausen and John 1. Wolken. September
1993. 18 pp.

T LicoNomics or 1 Private PraceMeNt Markrt, by
Mark Carcy, Stephen Prowse, John Rea, and Gregory Udell
January 1994, L1 pp.

A SUMMARY OF MERGER PERIFORMANCE STUDIES IN [JANK-
ING, 1980 93, AND AN ASSESSMUENT OF THE “OPERATING
PERFORMANCE AND “HVENT STUDY” METHODOLOGIES,
by Stephen AL Rhoades. July 1994, 37 pp.

Tre FeoNomics oF rii Privat BQuity Market, by
George W, Fenn, Nellie Liang, and Stephen Prowse, Noven
ber 1995.69 pp.

BANK MERGERS AND INDUS TRYWIDE S rrUC 1URE, 198() 94,
by Stephen AL Rhoades. Febraary 1996, 32 pp.
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Maps of the Federal Reserve System

9

ALASKA
HAWAII

MinneAPoLs Il 2 BOﬁrON
7 M NEw YORK
12 CHicaco [} -
CLEVELAND  Phij1 ADELPHIA
M SaN FRANCISCO 4
Kansas Crry
RICHMOND
St. Lours 5
n
ATLANTA

n
DALLAS

1

1.EGEND
Both pages
B Federal Reserve Bank city

Board of Governors ol the Federal
Reserve System, Washington, D.C.

NoTE

The Federal Reserve officially identifies Districts by number
and Reserve Bank city (shown on both pages) and by letter

(shown on the facing page).

In the 12th District, the Scattle Branch serves Alaska,
and the San Francisco Bank serves Hawaii.

The System serves commonwealths and territories ag
fotlows: the New York Bank serves the Commonwealth

Fucing page
* Federal Reserve Branch city

--— Branch boundary

of Puerto Rico and the U.S. Virgin Islands; the San
Francisco Bank serves Amcrican Satmoa, Guam, and the
Commonwealth of the Northern Mariana [slands. The
Board of Governors revised the branch boundaries of the
System most recently in December 1991,
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Federal Reserve Banks,

and Offices

FEDERAL RESERVE BANK

Chairman
Deputy Chairman

branch, or fucility Zip
BOSTON® .. ... .. 02106
NEW YORK*® ... 10045
Buffalo ... 14240
PHILADELPIDA .. ... 19105
CLEVELAND* . ... 44101
Cincinnati ................ 45201
Pittsburgh ... 15230
RICHMOND* ... ... 23219
Baltimore .......o.o. .. 21203
Charlotte ..ol 28230
Culpeper ..o 22701
ATLANTA ... 00030303
Birmingham .............. 35283
Jacksonville ... ..., 32231
Miami ... 33152
Nashville ............. . 37203
New Orleans e 70161
CHICAGO™ ..o 60690
Detroit oo 48231
ST.LOUIS oo 63166
Little Rock ool 72203
Louisville . 40232
Mewmphis ... 38101
MINNEAPOLIS ............ 55480
Plelena oot 39601
KANSASCITY ............. 64198
Denver oo 80217
Oklahoma City ........... 73125
Omaha ..o 68102
DALLAS ... 75201
ElPaso ... 79999
Houston .. ..o, 77252
San Antonio ... ... 78295
SAN FRANCISCO ........ 94120
Los Angeles ..o 90051
Portland ... 97208
Salt Lake City . 84125
Seattle oo 98124

Branches,

President
First Vice President

Jerome H. Grossman
William €, Brainard

John €. Whitchead
Thomas W, Jones
Joseph J. Castiglia

Donald J. Kennedy
Joan Carter

A. William Reynolds

G. Watts Humphrey, Jr.
John N. Taylor, Jr.
Sohn 't Ryan il

Claudine B. Malone
Robert 1.. Strickland

Michacl R. Watson

James O. Roberson

Hugh M. Brown

Daniel E. Sweat, 1.
Donald B, Boomershine
Joan D, Ruflier
R. Kirk Tandon
Paula Lovell
Lucimarian Roberts

Robert M. Healey
[ester HL McKecever, Jr.
Florine Mark

John K, McDonnell
Susan S, Flliott

Janet M. Jones

John A. Williams

John V. Myers

Jean D, Kinsey
David A, Koch
Lane W, Basso

Herman Cain
A. Drue Jennings
Peter 1. Wold
Barry L. Eller
[.ecRoy W. Thom

Cece Smith

Roger R, Hennninghauos
Patricia Z. Holland-Branch
Issac 1 Kempner 11
Carol .. Thomipson

Judith M. Runstad
James A. Vohs
Anita E. Landecker
Ross R, Runkel
Gerald R. Sherratt
Cicorge I Russell, Jr.

Cathy L. Minchan
Paul M. Connolly

William J. McDonough
Ernest T. Patrikis

Fdward G. Bochne

William 1. Stone, Jr,

Jerry L. Jordan
Sandra Pianalto

J. Alfred Broaddus, Jr.
Walter A, Varvel

Jack Guynn
Patrick K. Barron

Michael H. Moskow
William C. Conrad

Thomas C. Melzer

W. LeGrande Rives
Gary H. Stern

Colleen K. Strand
Thomas M. Hoenig

Richard K. Rasdali

Robert ). McTeer, Jr.
Helen E, Holcomb

Robert T, Parry
John F. Moore

Vice President
in charge of branch

Carl W. Turnipseed!

Charles A. Cerino!
Harold J. Swart!

William J. Tignanelli!
Dan M. Bechter!
Julius Malinowski, Jr.2

James M. Mckee!
Fred R. Herr!
James 1. Hawkins!
James T, Curry (11
Melvyn K. Purcell
Robert J. Musso

Daviad R. Allardice!

Robert A. Hopkins
Thomas A. Boone
John P. Baumgartuer

John D, Johnson

Carl M. Gambs'
Kelly J. Dubbert
Harold L. Shewmaker

Sammie C. Clay
Robert Smith, 11!
James L., Stull!

Mark [.. Mullinix'
Raymond H. Laurence!
Andrea P Wolcott
Gordon R. GG, Werkema'?

SAdditional offices of these Banks are lovuted at Dewiston, Mame 04240, Windsor Locks, Connecticut 06096; Fast Rutherford, New Jersey 07016; Jericho,
New York 11753; Utica at Ounskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West Virginia 25311
Des Moines, lowa 50306, Indianapolis, Indiana 46204; Milwaukee, Wisconsin 53202; and Peoria, [Hinois 61607,

1. Senior Vice President,
2. Assistant Vice President,
3. Executive Viee President




