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Monetary Policy Report to the Congress

Report submitted to the Congress on July 18,
1986, pursuant to the Full Employment and
Balanced Growth Act of 1978.1

MONETARY POLICY AND THE
LCONOMIC QUTLOOK FOR 1986 AND 1987

Sharp contrasts among sectors and regions of the
economy characterized economic developments
during the first half of 1986, Reflecting in sub-
stantial part continuing strong competitive pres-
sures from abroad and large spending cutbacks in
the oil industry in response to sharply declining
prices, industrial and investment activity were
restrained. In contrast, activity continued to
expand rather strongly in housing, the financial
sector, and the broad service arca of the econo-
my. On balance, real gross national product
remained on a rather sluggish growth path.

Although there are substantial uncertaintics
about the degree and timing of a pickup in
economic activity, a number of positive ¢conom-
ic and financial developments have occurred that
should provide the basis for somewhat faster
economic growth and some reduction in unem-
ployment over the ycar ahcad. Intercst ratcs
have moved lower, and, refiecting the decline of
the dollar on foreign cxchange markets, U.S.
industry is in a stronger competitive position
internationally. Also, inflation has remained sub-
dued, reflecting not only declines in the prices of
energy and other basic commoditics but also
continued restraint on wages in many secctors.
Much of the uncertainty about a pickup in
growth turns on the strength of economic per-
formance In other industrialized countries, and
there is also some concern over the transitional
cffects of tax reform legislation.

1. The charts to the report arc available on request from
Publications Services, Board of Governors of the Federal
Reserve System, Washington, D.C. 2055t.

What monetary policy has been able to do,
during a period of greater overall price stability
and adequate capacity relative to the demands
actually placed upon it, is to accommodate de-
mands for money and credit, helping to facilitate
further declines in interest rates. Monetary poli-
cy by itself cannot eliminate or dcal with the
sectoral imbalances that are still troubling the
ecconomy. A reduction of the large deficit in the
nation’s cxternal accounts is of critical impor-
tance over time, and this reduction will be diffi-
cult to achieve in an orderly way without faster
growth in key foreign cconomies. Agreement on
tax reform also would remove a major source of
uncertainty that probably has inhibited growth in
the first half of the year; over time, substantial
progress toward eliminating federal budget defi-
cits is essential to achicving better balance in the
U.S. and world economies. Overall, prospects
for the economy appear to be favorable, but
much will depend on the cvolution of policy,
both in this country and abroad.

Lconomic and Financial Background

The first half of this year saw a continuation of
the reduced pace of economic growth that has
prevailed since the middle of 1984, Although the
service industries have been strong, manufac-
turing activity has been relatively sluggish in the
face of strong foreign competition, and some
scctors, such as energy and agriculture, are
under strong pressure. The economy has gener-
ated a substantial number of new jobs this year,
but the labor force also has grown rapidly and the
unemployment rate has remained around 7 per-
cent.

Perhaps the most significant economic event in
the first half of 1986 was the plunge in world
crude oil prices. Despite the potential longer-
term benefits from this development, the initial
impact on the U.S, economy was negative as,
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with less of an incentive to search for new
sources of supply, oil cxploration activity was
cut back sharply. However, falling crude oil
prices have been translated quickly into lower
rates of inflation for a time, and in addition, they
have damped expecctations about future price
increases. Consumer confidence has been high,
and with purchasing power boosted by the de-
cline in encrgy prices, consumer spending has
been strong. By damping inflation cxpectations,
the drop in world oil prices also spurred a rally in
credit markets, further extending the decline in
interest rates that began in mid-1984.

Against the background of relatively slow eco-
nomic growth and little overall price pressure,
monetary policy basically has accommodated
strong demands for reserves to back deposits
thus far in 1986, while responding to and facilitat-
ing the drop in market interest rates with three
half-point cuts in the discount rate. At thc same
time, with the dollar under downward pressure in
foreign exchange markets during most of the
period and the economies of other key industrial
countries somewhat weak carly in the year,
international economic and financial develop-
ments remained an important consideration in
the conduct of monetary policy. Similar official
changes in interest rates in several major foreign
countries, where growth also has been slower
than expected, took place around the time of the
first two discount rate reductions by the Federal
Reserve this spring. The coordinated cuts helped
avoid the potential for disturbing exchange mar-
ket conditions.

Reductions in other short-term rates were gen-
erally in line with the total decline of %2 percent-
age points in the discount rate since the end of
last year. Yields on long-term credit market
instruments fell as much as 2% percentage
points, encouraged not only by the revision of
inflation expectations that seemed to be keyed to
falling energy prices but also by the sluggish
performance of the economy and, early in the
year, by the restraining effect of the Gramm-
Rudman~Hollings legislation on expected federal
budget deficits.

These and earlier declines in market rates had
a particularly strong effect on the narrow mone-
tary aggregate. By June, M1 had grown at an
annual rate of 12¥% percent from its fourth-

quarter 1985 level, well in excess both of its
target range of 3 to 8 percent and of the growth in
the cconomy. Over the first half of the year, the
velocity of the aggregate appears to have de-
clined at a faster rate than the postwar record
decline in 1985, The interaction of lower interest
rates with the changed composition of M1 since
deposit deregulation explains a good portion of
this rapid decline of velocity. The public appar-
ently has been shifting a considerable amount of
its savings into the negotiable order of withdraw-
al (NOW) account component of the aggregate in
response to relatively large declines in rates on
competitive outlets for liquid funds. Growth in
demand deposits also has been quite strong,
likely related to the effect of lower interest rates
on the balances that businesses must hold to
compensate for banking services, as well as to a
surge in financial market activity. Even after
taking account of these factors, however, the
strength of M1 appeared extraordinary in the
first half. '

The broader aggregates grew morce moderate-
ly, ending the first half near the middle of their
respective target growth ranges of 6 to 9 percent,
Nevertheless, the strong demand for liquid as-
sets, generated by the relatively large declines in
long-term rates, was evident not only in soaring
M1 balances but also in the composition of the
broader aggregates. For example, the more lig-
uid components of M2 grew rapidly, while its
time-deposit component increased only margin-
ally. Over the same period, the debt of domestic
nonfinancial sectors is estimated to have re-
mained somewhat above its monitoring range,
growing well in excess of GNP.

The substantial decline in long-term interest
rates since the middle of last year has helped
buoy interest-sensitive sectors of the economy.
Activity in the housing market was quite strong
in the first half of 1986, supported by the lowest
level of mortgage rates in more than seven years.
The reduction in interest rates also was a factor
in the strength of consumer spending, both by
reducing the overall cost of credit and by raising
the value of the household sector’s security
holdings.

Although the foreign exchange value of the
dollar has fallen a third from its 1985 peak, the
depreciation apparently has not yet produced a
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substantial increase in the volume of exports or a
reduction in the volume of imports. Adjustments
of trading patterns to ¢xchange ratc movements
take place over a number of years, and it is not
surprising that a dramatic improvement in our
large merchandise trade deficit has yet to occur.,
However, progress has been somewhat slower
than might have been expected, partly because
of the slow growth in other major industrialized
countries. The continuing appreciation of the
dollar against the currencies of many developing
nations also has been a factor.

The influence of strong foreign competition
remains pervasive. Agricultural products are in
ample supply worldwide, reducing the export
opportunitics of our producers. In manufac-
turing, many industries continue to face weak
foreign orders, while an increasing portion of
domestic demand has been met from abroad in
spite of price increases on some competing for-
eign products. With little observed pickup in
demand, many firms have scaled back their
cxpenditure plans, and capital spending remains
weak as a result.

Ranges for Money and Debt Growth
in 1986 and 1987

The FOMC reaffirmed the 1986 ranges of 6 to 9
percent that had been established in February for
M2 and M3; as noted above, the broader mone-
tary aggregates ended the first half of the year
near the middle of those target ranges. For 1987,
the Committee tentatively decided that, consis-
tent with its intention to achieve money growth
at a rate consistent with maintaining reasonable
price stability and sustainable economic expan-
sion, the target growth ranges for both M2 and
M3 would be lowered V2 percentage point, to 5%
to 8% percent, measured from the fourth quarter
of 1986 to the fourth quarter of 1987. Those
ranges were felt to be consistent with a pickup in
economic growth.

The rapid rise in M1 over the first half of the
year underscored the degrec of uncertainty sur-
rounding the behavior of the aggregate and, in
particular, about its behavior relative to GNP,
The nature of the relationship among MI, in-
come, and interest rates appears to have been

significantly altered by the changed composition
of the aggregate in recent years, as well as by the
prospects for greater price stability. The precise
implications of these developments for the future
arc not yet clear, given the limited experience to
date. In these circumstances, the Committee
decided that growth of M1 in excess of the
previously established range of 3 to 8 percent for
1986 would be acceptable and growth in that
aggregate over the balance of the year would
continue to be evaluated in light of the behavior
of the other monectary aggregates. Developments
in all the aggregates will be judged against the
background of developments in the economy and
financial markets and potential price pressures.

With respect to 1987, thc Committee ex-
pressed the preliminary view that the current
range for M1—3 to 8 percent—should provide for
adequate money growth to support continued
economic expansion, assuming that a greater
stability reecmerges in the link between M1 and
income in a more stable economic, price, and
interest rate environment than has existed in
recent years. However, in the context of the
experience of the past several years and keeping
in mind the exceptional uncertainties in predict-
ing the behavior of M1, the Committee at the end
of this year will review with particular care the
appropriate range and weight to be placed on M1
in 1987. '

As shown in the accompanying table, the
FOMC did not change the 1986 ‘‘monitoring’’
range for the credit market debt of domestic
nonfinancial sectors and tentatively retained the
same range for next year. It was anticipated that
the debt aggregate might exceed the monitoring
range of 8 to 11 percent for 1986 as a whole,

Ranges of growth for monctary and debt aggregates
Percent change, fourth quarter to fourth guarter

Aggregate 1986 Tfsrrlt{i;g\;c
Ml e [3to 8} [3 to 8)2
M2 ... e 6to9 5% to 8%
M3 6t09 5% to 8%
Debt ..vvivniiiiiiiii e 8to 11 8to 11

1. While no new range was specified for 1986, growth in cxcess of
the established range would be acceptable.

2. Indicative of likely range if more stable velocity behavior shows
signs of reemerging.
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given its rapid growth around the beginning of
the year, but as in the past, the Committee felt
that raising the target would create an inappro-
priate benchmark for evaluating longer-term
trends in debt growth.

Feonomic Projections

The Committee belicves that the monetary ob-
jectives it has set are supportive of a strengthen-
ing of economic activity in the sccond half of the
year. However, the uncertainties associated with
the economic outlook appear to be quite large,
and continued vigilance and flexibility in the
conduct of policy clearly are nceded. As summa-
rized in the table on economic projections, the
central-tendency forccast of Committec mem-
bers and nonvoting Reserve Bank Presidents is
for growth of 2 to 3 percent in real GNP this
year. Such an increasc in output would be ex-
pected to generate appreciable further gains in
cmployment, but the unemployment rate might
not drop below 7 percent before year-end. With
the decline in energy prices more than offsetting
effects from the depreciation of the dollar and
with pressure from domestic labor and product
markets restrained, the inflation rate for the year
is generally projected at between 2% and 2¥4
percent, as measured by the implicit deflator for
GNP.

In 1987, which would be the fifth year of the
cutrent expansion, real GNP is projected by
most participants 1o increase 3 to 3% percent,
and unemployment is expected to decline moder-
ately. A significant portion of the increase in
production next year is expected to come from
the external sector, with the lower value of the
dollar expected to restrain the growth of imports
and to stimulate exports. However, with energy
prices leveling off, exchange-rate-related in-
creases in import prices are expected to cause an
acceleration in inflation to a range of 3 to 4
percent next year.

The forecasts of the Committec members and
nonvoting Reserve Bank Presidents assume that
the Congress will seek to achieve the Gramm-
Rudman-Hollings deficit reduction targets. Prog-
ress in reducing the federal deficit is scen as
crucial in maintaining financial conditions condu-

ficonomic projections foe 1986 and 1987

Percent
FOMC Members and
N ), H .
Change in GNP - (mlc LF,R? Ile“dﬂts -
g t
or unemploymen Rangs Central
tendency
1986
Change, fourth quarter to
Sourth quarter
Nominal GNP ................... Wato 6% 4% to Y
Real GNP ...l 2% to 3%, 2% to3
Implicit deftator for GNP ......... 1t to 3% 2% to 2%
Average level in the fourth quarter
Civilian unemployment ratc ....... 6.9t07.2 7
1987
Change, fourth quarter to
fourth quarter
Nominal GNP ................... 5to 8% 6 to 7%
Real GNP .................. 2to 4% 3to 3%
Implicit deflator for GNP 1% to 4% Jtod
Average level in the fourth quarter
Civilian unemployment rate ....... 6ato 7 Around
6%

1. The administration has yet to publish its mid-session budget
review document, but sf)okcsmcn have indicated that there will be
revisions to carlier forecasts. As a consequence, the customary
comparison of FOMC forecasts and administration economic goals
has not been included in this report.

cive 1o balanced growth and to an improved
pattern of international transactions.

A number of factors point toward a rcaccelera-
tion in growth, although the cxact degree and
timing remain uncertain, Despite their initial
effects on investment, lower cnergy prices
should help support cconomic activity, primarily
by bolstering real consumer income. The lower
level of interest rates also is expected to give
some impetus to consumption while, at the same
time, maintaining the strength in the housing
market. Business spending on new plant and
cquipment is projected to pick up somewhat over
time, but the degree of improvement will depend
in part on the character of tax reform legislation.

A critical element in the expected improve-
ment in economic performance is progress to-
ward reducing the size of the merchandise trade
deficit. As previously noted, with import prices
rising as a resull of the depreciation of the dollar,
the growth in imports is expected to slow, and
the increased price competitiveness of U.S.
goods should bolster export growth. However, a
substantial improvement in our trade perfor-



mance will require satisfactory growth of de-
mand in other countries. Moreover, such an
improvement will require open access to foreign
markets, which underscores the critical impor-
tance of avoiding protectionist measures here
and abroad.

FORMANCE OF THE ECONOMY
P THE FIRST HALF OF 1956

The economy continued to expand in the first
half of 1986, but apparently no more rapidly than
in 1985. The overall increase in output during the
first six months of the year generated slightly
more than 1 million new jobs, and the civilian
unemployment rate held near 7 percent. At the
same time, the dramatic decline in world crude
oil prices caused a substantial slowing in infla-
tion.

The combination of the lingering effects of the
high foreign exchange value of the dollar during
1984 and 1985, the slow growth abroad, and the
initial impact of lower crude oil prices played a
key role in inhibiting any acceleration in overall
economic activity. Industrial output declined no-
ticeably over the first half, with activity reflect-
ing the continuing intense competition from for-
eign producers in the manufacturing sector and
also the sharp cutbacks in energy-related invest-
ment. U.S. agriculture confronts growing world
supplies of many farm products, and many farm-
ers continue to be squeezed by a heavy debt-
servicing burden and falling land values. The
drop in oil prices has caused substantial adjust-
ment problems in the short run. Oil drilling has
been reduced drastically, and a number of high-
cost wells have been capped. More than 100,000
jobs have been lost in the oil industry since the
beginning of the year.

At the same time, however, some of the bene-
fits from the drop in oil prices did begin to
emerge in the first half. The lower price of crude
oil was reflected fairly quickly in the prices of
finished energy products, which caused consum-
er prices to register their largest three-month
decline since the beginning of 1949. This lower
price level has given a substantial boost to the
purchasing power of consumers and has helped
to support higher levels of spending. Although
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the volume of oil imports will rise, the sharper
decline in price is an aid in reducing the large
deficit in our trade account.

A potentially more significant longer-term in-
fluence on our balance of trade is the lower value
of the dollar. The prices of foreign goods are
rising in dollar terms and should begin to shift
expenditures from imports to domestic products.
At the same time, U.S. goods are more competi-
tive on world markets, although we have yet to
experience a sustained improvement in exports.
The rather moderate improvement in export vol-
ume to date reflects, in part, the effects of the
dollar’s earlier rise and the slow pace of econom-
ic activity abroad. Growth in the major industri-
alized nations was particularly weak in the first
quarter of 1986, although there appears to have
been some rebound in the second quarter. Mean-
while, the drop in oil revenues reduced import
demand in some developing countries, most im-
portantly Mexico.

Another factor affecting the economy this year
has been the changing fiscal-policy environment.
It now appears that the deficit in the current
fiscal year may exceed earlier plans, but the
Congress has moved to implement the spirit of
the deficit targets contained in the Gramm-Rud-
man-Hollings legislation in acting on its fiscal
1987 budget. The prospect of lower federal bud-
get deficits in the years ahead, coupled with the
drop in oil prices, encouraged sizable reductions
in long-term interest rates at the beginning of
1986, which have begun to stimulate the interest-
sensitive sectors of the economy. The most
notable result has been in the housing sector in
which lower mortgage rates have led to substan-
tial gains in building activity. Investment in new
plant and equipment has not shown a similarly
positive response to lower interest rates, howev-
er; apart from the negative effects of the oil
drilling decline, business spending has been
damped by the existence of a sizable overhang of
office and factory space and by continuing uncer-
tainties about sales trends and tax reform.

With the decline in energy prices, further
progress has been made in reducing the inflation
rate. Continued moderation in wage increases
and abundant supplies of agricultural commod-
ities and industrial raw materials also were im-
portant factors in restraining price increases in
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the first half of 1986. These favorable develop-
ments worked to offset the inflationary tenden-
cies associated with the depreciation of the dollar
and the continued rapid rise in the prices of
services.

the Household Sector

Consumer expenditures were quite strong in the
first half of 1986, supported in part by rapid
income growth., Real disposable income in-
creased at about 5% percent at an annuval rate,
boosted by high levels of farm subsidy payments
and the energy-relatcd slowdown in inflation. In
addition, survey information indicates that con-
sumer confidence remains high, and many
households consider it to be a good time to
purchase big-ticket items such as a car or a new
home. Under these circumstances, consumers
have been willing to spend the bulk of their
income gains, and the personal saving rate has
remained at a historically low level.

The increase in consumer spending was wide-
spread. Purchases of nondurable goods, such as
apparel, were particularly strong in the first
quarter, while outlays for services also grew
briskly. The demand for new automobiles also
remained quite high after the large sales increase
in 1985. New cars sold at an annual rate of 11
million units in the first six months of this year,
with important support coming from a series of
below-market finance incentive programs for
many domestic models. Forcign automobiles
continued to sell at a fast pace even though
sticker prices generally have increased more
than 10 percent in response to the exchange rate
changes.

Activity in the housing sector also has been
strong this year. Stimulated by the decline in
mortgage rates, sales of new single-family homes
hit a record high in March and remained general-
ly strong throughout the second quarter. Produc-
tion responded to this increase in demand, and
during the first half, single-family units were
begun at a rate of 1% million units, the highest
since 1979. Despite elevated rental vacancy
rates, construction apparently was maintained in
the multifamily sector by the large volume of
mortgage revenue bonds issued by many state

and local governments at the end of last year.
However, as these tax-exempt funds were de-
pleted, activity in the multifamily market began
to taper off in the spring. In addition, concerns
about the treatment of income properties under
tax reform may have begun to restrain the con-
struction of multifamily dwellings.

Indicators of the financial position of the
houschold sector were mixed in the first half of
the year. Although the growth in consumer credit
slowed from its rapid pace in 1983, the ratio of
consumer installment debt to disposable income
edged up to a new high, The rallies in the stock
and bond markets strengthened the asset side of
the household sector balance sheet, and many
homeowners took the opportunity presented by
the decline in interest rates to ease their debt-
servicing burdens by refinancing mortgage loans,
However, increased strains also were evident, as
personal bankruptcies rose to record levels and
mortgage delinquency rates remained historical-
ly high.

The Business Sector

The financial position of the business sector
improved a bit in the aggregate during the early
part of 1986, albeit with considerable diversity
across industries. Economic profits in the corpo-
rate sector rose at an $11 billion annual rate in
the first quarter, and the share of after-tax eco-
nomic profits in GNP remained at the highest
level since the late-1960s. Financial conditions in
agriculture and manufacturing remained weak,
however. Agriculture continued to be hurt by
excess supply conditions worldwide, and farm
loan delinquencies rose to a postwar high. In
manufacturing, intense price competition from
foreign sources squeezed profit margins, and
with little growth in demand, capacity utilization
moved lower.

Business spending on plant and equipment was
weak in the first half of the year. This poor
performance partly reflected a “‘payback’ after
very strong capital spending in the fourth quarter
of 1985. Firms apparently accelerated their
spending at the end of last year to take advantage
of investment incentives that were targeted for
scaling back or elimination under proposed tax



reform legislation; expenditures then dropped off
in the first quarter of 1986. In addition to these
tax-anticipation effects, the demand for comput-
ers and other high-technology equipment re-
mained subdued, after increasing rapidly in the
first two years of the recovery. Spending on
nonresidential structures was down substantial-
ly, partly as a result of the cutback in oil and gas
well drilling, which was large enough to reduce
real GNP growth % percentage point in the first
quarter and perhaps more in the second quarter.
However, a correction also began in the con-

struction of office buildings in response to past

overbuilding and high vacancy rates.

Much of the change in business inventorics in
the first half of this ycar was associated with
fluctuations in automobile dealers’ stocks. Do-
mestic car production outpaced sales in the first
quarter, and this resulted in a substantial buildup
of auto inventories. Assembly schedules were
scaled back in the spring, which helped dealers

reduce their excess inventories, although stocks

remained high. Outside the auto arca, inventory
investment remained moderate overall, but the
pattern differed markedly between manufac-
turing and trade. Manufacturers continued to
trim their stocks, preferring to keep inventories
lean until there was firm evidence of a resur-
gence in demand. In contrast, inventory invest-
ment picked up at trade cstablishments, c¢ven
though merchants continued to hold a historical-
ly high level of stocks relative to sales.

With the declines in capital spending and the
slow pace of inventory investment, internal
funds in the aggregatc were adequate to mcet
almost all of the basic financing needs of nonfi-
nancial corporations. However, the drop in long-
term interest rates to the lowest levels since 1978
prompted businesses to issue massive amounts
of bonds; the proceceds were used not only to
finance new investment but also to retire out-
standing bonds and stocks and to pay down
short-term debt.

The Government Sector
Despite congressional action to slow the growth

of spending, the size of the federal budget deficit
in fiscal 1986 may match or exceed the record
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$212 billion of fiscal 1985. Revenue growth has
slackened in association with the slower pace of
nominal income growth. Expansion of corporate
tax receipts has slowed significantly, while ex-
cise tax revenues also are down as lower oil
prices virtually have eliminated the receipts from
the “‘windfall profits’ tax.

Federal purchases of goods and scrvices fluc-
tuated widely in the first half of 1986, They
dropped substantially in the first quarter, in part
reflecting a slowing in the purchases of farm
products by the Commodity Credit Corporation
(CCC), after a record increasc in the fourth
quarter of 1985, Excluding CCC purchases, rcal
federal outlays were down slightly, as a result of
lower defense spending,

Purchases of goods and services by state and
local governments in real terms increased at an
annual rate of 2.8 percent in the first quarter of
1986, about the same pace as in 1985. After a
large increase in the first quarter, construction
spending remained strong in the spring, while
cmployment rosc further. However, a number of
states, particularly those dependent on agricul-
ture and the oil industry, continued to experience
a substantial deterioration in their financial con-
dition. A significant portion of tax revenues in
many oil-producing states are tied directly to the
value of oil output, and the drop in oil prices has
induced a concomitant deccline in receipts. In
addition, the secondary effects on energy-related
businesses are tending to reduce revenues fur-
ther. To restore fiscal balance, many states have
announced expenditure cuts or tax increases.

The External Sector

Continuing the decline that began carly last year,
the dollar depreciated further against the curren-
cies of foreign industrial countries during the first
half of 1986. On balance, the trade-weighted
value of the dollar has fallen more than 30
percent from its February 1985 peak, about one-
third of which has occurred this year. Associated
with the depreciation was a narrowing in infla-
tion-adjusted interest rate differentials between
the United States and the other major industrial-
ized countries, as interest rates declined both
here and abroad.
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Although a substantial correction has occurred
in the dollar’s value, at least against the curren-
cies of the major industrialized countries, the
nation’s current account deficit was unchanged
in the first quarter from the high rate of $135
billion in the fourth quartcr of 1985. This lack of
improvement was the result of large increases in
nonpetroleum imports while exports grew morc
slowly. The failurc to date of the dollar’s decline
to slow import growth reflects, in part, the
relatively slow pass-through of the depreciation
into import prices. Because profit margins of
foreign exporters expanded during the period of
dollar appreciation, they are able, for a time, to
absorb the reduced receipts without raising
prices; slack markets at home also have held
down price increases. In addition, the dollar has
continued to rise against the currencies of many
developing countrics, which account for about
one-quarter of U.S. nonpetrolecum imports.
However, nonpetroleum import prices now are
increasing, led by large increases for automo-
biles, other consumer items, and capital cquip-
ment.

The decline in the dollar also improved the
price competitiveness of U.S. goods in forcign
markets. However, exports have been slow to
pick up, in important part because of the sluggish
pace of foreign economic activity. Real gross
national product declined in both Japan and West
Germany in the first quarter, but economic
growth appears to have been somewhat stronger
in the spring.

Economic growth also has been sluggish
among many of our major trading partners in the
developing world. Like other oil-producing
countries, Mexico is adjusting its spending to
lower oil revenues, and this adjustment has re-
duced the demand for U.S. products. Falling
world commodity prices also have aggravated
the financial difficulties of other developing na-
tions, including members of the Organization of
Petroleum Exporting Countries.

Reflecting these influences, the volume of
U.S. merchandise imports rose 1% percent in the
first quarter of 1986, as nonpetroleum imports
continued to grow rapidly while oil imports de-
clined. The largest increases were in machinery,
with smaller advances registered for some con-
sumer goods. The volume of merchandise ex-

ports was up somewhat in the first quarter, with
a decline of 3'4 percent in exports of agricultural
products offset by increased U.S. nonagricultur-
al exports.

Labor Markeis

Nonfarm payroll cmployment expanded in the
first half at an average pace of roughly 175,000
per month on a strike-adjusted basis, down from
230,000 in 1985. Continuing the trend of the past
few years, gains at trade and service establish-
ments were quite strong and accounted for most
of the overall employment increase. Hiring also
was brisk at construction sites through much of
the period, buoyed by the strength in homebuild-
ing. However, manufacturing payrolls contract-
cd somewhat, with weakness in the motor vehi-
cle, metals, and machinery industrics.

The civilian unecmployment rate averaged
somewhat higher over the first half of the year
than at the end of 1985. The continued expansion
of job opportunities about matched the rise in the
number of individuals entering or reentering the
workforce, and labor force participation recached
a new high by midyear. However, the weakness
in the industrial sector was reflected in a rise in
the number of workers scparated from their last
job.

In view of the continued slack in labor markets
as well as lower price inflation, wage growth
remaincd moderate. The employment cost index,
a broad measure of overall compensation trends,
rose 3% percent in the 12 months ending in
March, down from 42 percent over the year
ended in March 1985, Most of the slowing was
the result of smaller increases in the cost of
employee benefit programs, reflecting in part
cfforts to contain medical insurance expenses,
while wages and salaries rose at about the rate of
4 percent experienced in 1985. Continued moder-
ation in union wage gains also was cvident in the
collective bargaining agreements rcached in the
first half of 1986.

After declining at the end of 1985, labor pro-
ductivity in the nonfarm busincss scctor re-
bounded in the first quarter of 1986. However,
the gain largely reflected erratic movements in
hours worked by self-employed workers, and



productivity has been essentially flat over the
past year after rising substantially early in the
recovery. Productivity in manufacturing has in-
creased somewhat faster during this ecxpansion,
as intensc import competition has forced many
producers to modernize their factorics and
strcamline work rules. As a result of the first-
quarter bounce back in productivity, unit Jabor
costs in the nonfarm business sector fell during
that period, but they were still up about 3 percent
from a year earlicr.

Price Developments

Falling energy prices were largely responsible for
a significant slowing in measurcs of aggregate
inflation during the first half of 1986. A broad
mecasurc of prices—the fixed-weighted price in-
dex for GNP—increased at a 2% percent annual
rate in the first quarter, down from a rise of 3%2
percent in 1985. Consumer prices actually de-
clined over the February-to-April period, but
they still were up 1% percent over the [2-month
period cnded in May. The drop in prices was
greater at the wholesale level, where weakness in
the industrial sector added to the downward
pressure from energy priccs.

The speced and magnitude of the decline in
world crude oil prices this winter were dramatic.
Over the January-to-April period, crude oil
prices fell more than $15 per barrel to their
lowest level since 1978. Prices of refined petro-
leum products responded quickly to the drop in
crude oil prices, and retail gasoline prices fell 25
percent, or about 28 cents a gallon, over the
January-to-May period. Charges for electricity
and natural gas, which compete with fuel oil as a
power source, responded more slowly to the
lower crude oil prices but by the end of May had
fallen about 1 percent.

The prices of industrial raw materials contin-
ued to decline in the first half. Prices were
depressed by abundant world supplies of many
primary commodities; debt-servicing obligations
led many developing countries to maintain or
cxpand their output. Sluggish industrial activity
in the United States and other large cconomies
contributed to the softness of commodity mar-
kets.

Outside the energy arca, further progress was
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made in reducing the inflation rate during the
first half of the year. Retail food prices rose at an
annual pace of only 1 percent through May, held
down by falling meat prices. A small decline in
the prices of consumer goods was responsiblc for
the slowdown in the consumer price index (CPI),
excluding food and energy, to an annual rate of
increase of 3% percent from its 44 percent rise
during 1985. In contrast, the prices of nonenergy
services continued to increase at an annual rate
of 6 percent, boosted by rising housing costs
and by higher premiums for most types of in-
surance,

MONETARY POLICY AND PINANCEAL
MARKETS IN THE IRyt Hare O 108

The Federal Open Market Committee at its meet-
ing in February of this year established target
growth ranges, measured from the fourth quarter
of 1985 to the fourth quarter of 1986, of 3 to 8
percent for M1 and 6 to 9 percent for both M2
and M3. The associated monitoring range for
growth of the debt of domestic nonfinancial
sectors was set at 8 to 11 percent. As compared
with the ranges for 1985, the M2 target was
unchanged, the upper limit for M3 was reduced
Y2 percentage point, and the debt range was
lowered 1 full percentage point; the M1 target
remained the same as that set last July for the
second half of 1985. It was expected that growth
of money and credit within these ranges would
be adequate to encourage sustainable economic
cxpansion consistent with progress over time
toward reasonable price stability and an im-
proved pattern of international transactions.

In retaining the comparatively wide target
range for M1, the FOMC recognized continuing
uncertaintics about the behavior of that aggre-
gate. Moreover, the Committee agreed that, in
view of these uncertainties and the unexpectedly
rapid growth of M1 relative to GNP in recent
years, the behavior of the narrow money stock
would be evaluated in light of growth in the
broader monctary aggregates, developments in
the cconomy and financial markets, and the
potential for inflationary pressures.

In the event, rapid M1 growth recmerged carly
this spring, and by June the aggregate was far
above its range. M2 and M3, however, cnded the
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first half near the middle of their 1986 target
ranges. This disparate pattern of money growth,
as well as the modest cxpansion in economic
output, ¢bbing inflation, and continuing down-
ward pressure on the dollar in foreign exchange
markets, provided the setting for policy during
the first six months of this year. In general,
monetary policy was accommodative. As an
operational matter, the degree of pressure on
reserve positions of depository institutions re-
mained limited, and the discount rate was low-
cred twice in the first half of the year, Y2 percent-
age point cach time, in the context of sizable
declines in market interest rates and similar
actions by some other industrial countries. In
carly July, the discount rate was cut another Y2
point, to 6 percent.

Money, Credit, and Monetary Policy

In 1985, M1 grew at a rate substantially above its
target growth range in the first half, and it
continued to do so over the remainder of the
year, cven after the range had been rebased and
widened in July. Instead of the return to morc
normal behavior that the FOMC had looked for,
MI velocity—the ratio of nominal GNP to M1
balances—fell even more rapidly in the second
half of the year than it had in the first. Taking the
prevailing economic and financial conditions into
account, the Committee decided in the latter part

Growth of money and credit

Percentage changes at annual rates

of 1985 that above-target M1 growth would be
acceptable.

In light of the uncertainties surrounding the
behavior of MI, in February of this year the
FOMC set a 1986 target range for the aggregate
that, while not providing for a drop in velocity as
large as the 6 percent decline posted in 1985, was
wide enough to allow for appreciable variation in
velocity relative to historical trends. Neverthe-
less, the Committee recognized that the relation-
ship of M1 to income had become increasingly
difficult to predict, owing importantly to the
changing composition of M1. An important share
of the aggregate now consists of interest-bearing
deposits, which are potentially an attractive re-
pository for savings as well as transaction bal-
ances, introducing an additional source of sensi-
tivity to changes in interest rates and other
cconomic variables. In these circumstances, the
Committee emphasized that policy implementa-
tion would involve a continuing appraisal of
trends in all of the money and credit measures, as
well as of indicators of ¢conomic activity and
prices, and conditions in credit and foreign ex-
change markets. Within this framework for poli-
cy and against a background of incoming data
indicating moderation of inflationary pressures
and a relatively slow pace of economic expan-
sion—including weakness in some important
goods-producing sectors—the Federal Reserve
basically accommodated the demands for re-

1985: 4-1086: 2 ..o

Domestic
M1 M2 M3 nonfinancial
sector debt
7.3 79 13.0°
7.8 7.8 12.7¢
8.1 10.3 12.3
9.0 9.6 9.6
2.5)! 9.3 12.3 9.8
9.1 10.0 9.0
12.2 9.9 11.2
8.0 10.5 14.3
8.6 7.6 14.0
11.7 10.2 13.6
6.3 5.5 12.0
9.5 7.6 12.9
6.0 6.5 14.6
4,3 7.4 16.1
10.3 83 9.6°

1. M1 figure in parentheses is adjusted for shifts to NOW accounts
in 1981.

¢ Estimated.



serves associated with strong M1 growth over
the first half of 1986.

Early in the year, reserves were provided
slightly more freely, continuing the trend toward
casicr rescrve conditions that had developed late
last year. In the initial months of 1986, growth of
M1 dropped off sharply from its rapid 1985 pace,
and growth of M2 also slowed substantially, to a
rate below its annual target range. Therc were
signs of some sluggishness in economic activity,
and steep declines in oil prices, which were
improving the outlook for inflation, contributed
importantly to a rally in long-term credit markets
that picked up momentum in mid-February. At
the same time, short-term interest rates cdged a
little lower, but the federal funds rate remained
significantly above the Federal Reserve’s dis-
count rate.

In this context, a cut in the discount rate would
complement the thrust of open-market opera-
tions and would accommodate the market ten-
dency toward lower interest rates. However, an
important consideration in the timing and ¢xtent
of any rate cut was the risk poscd by an excces-
sive reaction in the forcign exchange markets,
when the dollar remained under downward pres-
sur¢ during much of the period. Ultimately, on
March 7, the Federal Reserve cut the intercst
rate charged for discount window borrowings %2
percentage point to 7 percent, and the central
banks of Japan, Germany, and several other
industrial nations took similar actions around
that time.

Short-term rates in U.S. markets fell through-
out March and much of April. Interest rates in
long-term markets continued to benefit from the
favorable effect of slumping oil prices on infla-
tion expectations, as well as improvements in the
federal budget outlook, with the Gramm-Rud-
man-Hollings lcgislation beginning to bite and
official projections of the deficit being revised
sharply downward. To an extent, declining rates
also reflected the optimism present in the mar-
kets that, with economic growth remaining mod-
erate, there was potential for a further casing of
monetary policy. M1 accelerated markedly—
moving above its target range in March—appar-
cntly in response to lower interest rates, but M2
and M3 growth were rather restrained, with M2
remaining below the lower end of its range
throughout the first quarter.
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On April 18, the Federal Reserve announced
another reduction in the discount rate, to 6%
percent. This change served primarily to catch
up with and validate declines that already had
taken place in market rates. Exchange rates and
international interest ratc considerations again
played a role, and our discount rate cut coincided
with a rate cut by the Bank of Japan,

By this time, market interest rates in the
United States had fallen 1 to 2 percentage points
since December, to their lowest levels in eight or
nine years. Both short- and long-term rates then
turned higher for a time, as some indications of
stronger cconomic growth secmed to be develop-
ing and prospects for a further easing of mone-
tary policy receded. Supporting the market’s
changed outlook were an acceleration in the
monctary aggregates, strength in some incoming
cconomic indicators, and the dollar’s slide on
foreign cxchange markets, which continued
through mid-May. The dollar subsequently re-
covered a bit, but most of the increase both in the
cxchange rate and in U.S, market interest rates
was reversed before the first half ended, as
indications of an expected strengthening of eco-
nomic activity failed to materialize. With market
interest rates falling, pricc pressures remaining
subdued, and the cconomices of the United States
and other industrial countries growing relatively
slowly, the Federal Reserve again reduced the
discount rate Y2 percentage point, to 6 percent,
effective July 1.

On balance since the end of 1985, the dollar
has declined more than 10 percent, and short-
term rates, about 1%z percentage points. Long-
term Treasury yields fell as much as 2V percent-
age points, but vyields on other long-term
securities fell less; corporate and tax-exempt
bond yields dropped about [ point, and fixed-rate
mortgages fell just Y2 percentage point. The
smaller declines in these other markets were due
in part to the massive issuance of these obliga-
tions (including a large volume of refinancings)
clicited by the drop in rates over recent quarters,
to investor desires for call protection, and in the
casc of tax-exempt securities, to concerns about
tax reform.

Lower market interest rates have been an
important factor in the rapid growth of M1 this
year. The strong response of M1 to the decline in
rates has reflected in part the cumulative cffect of
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the deposit deregulation of recent years. In the
first half of 1986, the final two installments of
deregulation—the removal of minimum balance
requirements on money market deposit accounts
and Super NOWs on January 1 and the lifting of
the cciling on passbook savings rates on April
|—appear to have had little immediate effect on
the growth of M1 or the other aggregates because
relatively few institutions actually changed their
deposit pricing practices. But the advent and
cxpansion of interest-bearing checking accounts
over the years have attracted more savings-type
balances and have increased the responsiveness
of M1 to interest rate changes. Since rates on the
interest-bearing M1 accounts have adjusted slug-
gishly to changes in market rates, relatively wide
swings in the incentives to hold these deposits
have resulted.

Growth in NOW accounts surged in the first
half of 1986, reaching an annual rate of around 25
percent in the second quartcer, as it responded to
the lower overall level of market interest rates
and the narrower spread between long- and
short-term rates. The latter development scemed
to spur shifts of funds from time deposits into
shorter-term accounts, including NOW ac-
counts. Demand deposit growth also strength-
encd as interest rates declined. In part, lower
rates prompted increases in the compensating
balances that businesses needed to hold in the
form of demand deposits to pay for bank ser-
vices. In addition, deposit levels may have been
boosted to an extent by a sizable increase in
financial transactions in the first half of the year,
especially soaring mortgage prepayments and
originations, which was stimulated by lower
rates.

The velocity of M1 fell only moderately in the
first quarter, but as money growth picked up and
nominal GNP apparently failed to accelerate,
velocity dropped at an extraordinary pace in the
second quarter, resulting in a first-half rate of
decline in M1 velocity that probably was some-
what faster than the average over 1985. Although
the rapid Ml growth and falling velocity
stemmed in large measure from intcrest rate
declines, the size of the M [ increase was distinct-
ly larger than what would have been expected
based on historical relationships among money,
income, and interest rates.

In contrast to MI{, which grew at an annual

rate of 12% percent through June and exceeded
its target by a large margin, both M2 and M3
grew moderately in the first half of the year and
in June were near the middie of their respective
ranges. Some of the more liquid components of
the broader monetary aggregates, however, in-
creased very rapidly, as part of the larger shift in
investor portfolios toward short-term  assets.
This shift had much less cffect on M2 or M3 than
on M1, becausec the reallocation of funds took
place largely within these broader aggregates. In
addition to transaction deposits, moncy market
deposit accounts, money market mutual funds,
and ordinary savings deposits all expanded
strongly during the first half of the year, while
small time deposits grew only slightly.

Investors looked not only to the shorter-term
components of the monetary aggregates, but also
to stock and bond mutual funds (not included in
the aggregates), which posted very attractive
returns as a result of ongoing market rallics.
Flows into such funds probably depressed M2
growth somewhat in the first half of this year, as
they had in 1985. Even so, lower market interest
rates and strong demands for short-term asscts
lifted M2 in excess of income, leading to an
appreciable further decline in M2 velocity over
the first two quarters of 1986. While M2 showed
a fair amount of volatility in the first half, growth
of M3 was comparatively steady from month to
month, as banks varied their issuance of man-
aged liabilities to compensate for fluctuations in
core deposit inflows.

The debt of domestic nonfinancial sectors is
estimated to have expanded at a more moderate
rate over the first six months of 1986 than it had
in some time, although still well in excess of the
growth in income.? Bond issuance had surged in
December in advance of the possible effective
date of some provisions of tax-reform legislation,
lifting the first-quarter level of the debt aggre-
gate. Hence, when measured from its fourth-
quarter-average base, the growth of domestic
nonfinancial sector debt has remained above its
monitoring range, coming in at an annual rate of
[2% percent through Junc. Measured from its
level at the end of December, however, debt

2. The appendix reviews some aspects of the recent behav-
or of the debt aggregate.



grew at an annual rate of 10% percent through
the end of June.

To an extent, the lower rate of debt growth
since the end of December represented a reac-
tion to the inflated borrowing just before the end
of last year, when special factors applying to
particular sectors combined to boost debt issu-
ance tremendously, far in excess of normal credit
needs. For example, the pronounced slowdown
of federal borrowing in the first quarter reflected
the drawdown of substantial cash balances built
up by the government before year-end. Indeed,
federal borrowing picked up again in the second
quarter, and, for the year as a whole, the huge
federal deficit is likely to make a strong contribu-
tion to aggregate debt growth, as it has for the
past several years.

Following the surge in their borrowing late last
year, state and local governments showed a
sharp drop in debt growth. This earlier borrow-
ing and continued uncertainty about tax reform
restrained tax-exempt debt growth in early 1986.
Beginning in March, however, public-purpose
and refunding issues increased again as rates
declined further and views changed about the
likely form and effective date of restrictions
proposed in tax-reform legislation.

Borrowing by the household sector also cased
somewhat from the heavy pace of recent years.
After a surprising slowdown early in the year,
net residential mortgage borrowing apparently
expanded rapidly in the second quarter. Over the
entire period, lower mortgage rates spurred a
substantial pickup in total mortgage originations,
but the high volume of refinancings reportedly
strained the ability of lenders to process real
estate transactions, Consumer credit growth
rates this year have been substantially below
those of last year, though still outpacing the
growth of income. An increasing number of
consumers seem to be experiencing difficulty in
making timely payments on outstanding credit;
delinquencies on consumer loans other than
credit cards have risen moderately, but those on
bank credit cards have surged in the past two
years, and personal bankruptcy rates have
soared.

The smallest degree of deceleration occurred
in the debt of the nonfinancial business sector,
which continued to be boosted by the wave of
corporate mergers, acquisitions, and share re-
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purchases. While the stock market rally helped
spur a substantial risc in gross equity issuance,
net stock isswance remained decidedly negative
because of the mergers and restructurings. Most
notable so far this year, however, was the
strength of long-term debt issuance by busi-
nesses in response to steeply falling long-term
rates; gross issuance of corporate bonds, espe-
cially strong in March and April, ran far in excess
of previous records. Nonfinancial firms in-
creased their short-term debt only slightly, how-
cver, and this was reflected in a decline in their
commercial paper outstanding, as well as in slow
business loan growth at banks,

The stresses evident in many parts of the
cconomy left their mark on the books of banks
and other financial institutions. Asset quality
deteriorated as a consequence of the sharp drop
in oil prices and associated dislocations in the
energy sector, overbuilding in commercial real
estate, and the continuing distress in agriculture.
Banks with relatively large amounts of farm
loans outstanding, as well as other agricultural
lenders, have been particularly hard hit recently;
loan losses at these institutions have soared and
their profitability has continued to slide. While
banks in regions with cconomies heavily depen-
dent on cnergy production were among the most
strongly capitalized and profitable earlier, their
financial position has eroded under pressure of
surrounding economic difficultics. Bank failures
in the first half of this year continued to run at
about the rapid pace of 1985, with agricultural
banks again accounting for a disproportionate
share.

Overall bank earnings began to improve in
1985, and the industry has added significantly to
its capital and loss reserves, although the explo-
sion in off-balance-sheet commitments and the
clouded outlook surrounding the repayment of
many bank loans may have made it more difficult
to assess the level of risk in the banking industry.
At savings and loan associations, overall profit-
ability appears to be improving as interest rates
have declined and mortgage origination activity
has surged. However, a substantial number of
these institutions continue to have severe prob-
lems owing primarily to losses on weak assets,
prompting proposals to add to the financial re-
sources of the Federal Savings and Loan Insur-
ance Corporation.
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Concerns over loans to certain developing
countries came to the forefront again this ycar as
Mexico began to grapple with the additional
economic and financial problems brought on in
large part by dramatically lower oil prices. Banks
have remained cautious lenders in the face of
ongoing concerns about the cconomic and finan-
cial prospects of these countries. However, de-
spite the weakness of global demand, some prog-

APPIENINX: SOMIASPECTS OF THE
Briavio OF DOMESTIC NONFINANCIAL
SECTOR DEBT

After moving in rather close alignment for about
a quarter of a century, debt growth in recent
years has far outpaced cxpansion of nominal
GNP, The ratio of debt outstanding to GNP
began climbing late in 198! and. subscquently
soared well above the range that had prevailed
since the carly 1950s, a development that extend-
cd through the first half of 1986.

The debt aggregate is derived from the Federal
Reserve’s Flow of Funds accounts. It contains
the credit market debt of domestic nonfinancial
sectors—households, nonfinancial businesses,
state and local governments, and the federal
government—whose spending accounts for the
vast bulk of income and production. It excludes
debt of the financial sector because funds raised
by financial intermediaries are already counted
in the debt aggregate at the point they are chan-
neled to nonfinancial sectors. To include finan-
cial sector debt would lead to double counting.

Nonfinancial sectors also behave to a degree
as financial intermediaries, raising funds in credit
markets and using the procecds, at least for a
while, to acquire credit market claims on other
nonfinancial units. In such cases, ‘‘double count-
ing”’ may be said to exist, because the initial
borrowing appears as debt of a domestic nonfi-
nancial unit, and the financial asset acquired has
as its counterpart, either directly or indirectly,
debt of another nonfinancial unit. For cxample, a
substantial portion of the funds raised by state
and local governments in 1985 was used to
acquire claims on the federal government or
mortgage claims on households. The federal gov-
ernment also issues debt and uses the proceeds

ress has been made in implementing appropriate
macroeconomic policies and policies of internal
structural reform. Financial support for such
policies both from multilateral lending institu-
tions and private creditors has been provided or
is being negotiated along the lines proposed by
Sccretary of the Treasury Baker in Seoul last
fall. |

to extend loans to private borrowers—obliga-
tions that appear elsewhere in the debt aggre-
gate.

While nonfinancial sectors engage to some
degrec in these intermediary functions on a regu-
lar basis, a marked increase in such activity can
act to boost measured growth in the debt aggre-
gatc. This was the case last year, when the
proceeds of a large volume of debt issued by
state and local governments with the intention of
retiring outstanding obligations at a later time
were placed largely in special nonmarketable
sccuritics of the federal government. In addition,
debt growth has been lifted in recent years by a
wave of corporate mergers, acquisitions, and
share repurchases that has resulted in a massive
retircment of equity, financed with credit.

To assess the degree to which this double
counting and corporate substitution of debt for
equity have acted to boost debt growth, the
behavior of an adjusted debt measure and of an
cquity-augmented measure was examined. The
adjusted debt measure excludes readily identifi-
able double counting—in particular, that associ-
ated with the aforementioned state and local and
federal government borrowing as well as with
credit extended by nonfinancial businesses to the
household sector. The resulting measure of
adjusted debt is noticeably smaller in relation to
GNP, but it has behaved quite similarly to the
regular debt measure, rising sharply relative to
GNP in recent years to well above the range
prevailing since the 1950s.

The adjusted debt measure can be augmented
by the accumulated net issuance of equity so that
it encompasses funds raised in all markets. Al-
though increasing less rapidly than debt or
adjusted debt—for example, it rose 12% percent
in 1985 on an end-of-period basis, as compared



with 14%2 percent for adjusted debt and 15 per-
cent for debt—the augmented measurc also has
risen rapidly in recent years in relation to GNP,
indicating that borrowing to retire equity ex-
plains only a small portion of the increase in the
debt—-GNP ratio. From a longer perspective, this
measure has remained within its historical range,
and its recent rise returns it, in relation to GNP,
to the levels prevailing in the 1950s and early
1960s.

The evidence thus suggests that unusual be-
havior of the debt aggregate relative to GNP in
recent years is related more to changes in under-
lying behavior than to the special factors just
discussed. The unusual rise in debt relative to
GNP in recent years has been in both the federal
and nonfederal components of the aggregate,
Growth in federal debt strengthened in the early
1980s and soared in 1982 with the widening of the
budget deficit. After 1982, growth of federal debt
slowed a bit in percentage terms while continuing
to increase in dollar amounts and relative to
GNP. Rising federal budget deficits have been
associated with rising current account deficits
and a growing gap between domestic purchases
and output as net exports have contracted sharp-
ly. From one perspective, the growing federal
deficit can be viewed as being financed by an
inflow of funds from abroad—the counterpart to
our current account deficit—which has enabled
the federal government to increase its borrowing
without curbing private spending and credit usc
to the extent that would be necessary in the
absence of those external funds.? However, the
erosion of our international competitive position,
which is reflected in the current account deficit,
certainly has greatly affected individual indus-
tries.

Debt of each of the nonfederal sectors—house-
holds, nonfinancial businesses, and state and
local governments—also has increased relative
to economic activity, even after removing the
types of double counting mentioned above. In
the case of households, the exceptional growth
of debt has been evident in both mortgage and

3. Not shown in the charts to the appendix is the relation
between debt measures and domestic spending (GNP less net
exports). In recent years, debt growth has been somewhat
more in line with growth in domestic purchases than output,
but this ratio, too, has risen sharply.
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consumer debt and has been accompanied by a
spectacular buildup of financial assets and a low
personal saving rate. In other words, the house-
hold sector has been “‘grossing up’’ its balance
sheet in recent years by heavy financial asset
accumulation and borrowing. Financial deregula-
tion and competition for household assets likely
have contributed to this process by expanding
access to market-related yields on deposits and
other financial assets, while growing competition
among lenders for market share and the trend
toward securitization have added to sources of
credit and put downward pressure on houschold
borrowing costs. The corresponding narrowing
of the spread between borrowing and deposit
rates adds to the willingness of households to
borrow rather than draw down liquid assets
when spending rises relative to income. Demo-
graphic factors also appear to have contributed
to houschold debt growth as the baby boom
generation has moved further into the age brack-
et in which spending on housing and durables
and borrowing tend to be high. In addition,
households have benefited from the runup in
stock market prices in recent years, and this
boost to their net worth may have encouraged
more borrowing. Even so, houschold debt
growth has outstripped increases in net worth.

For nonfinancial corporations, most of the
advance in indebtedness relative to output in
recent years stems from the substitution of debt
for equity, previously discussed. The uneven-
ness of the current cconomic expansion also
appears to have boosted corporate borrowing
because some industries—especially those de-
pendent on export markets and those competing
with imports—have experienced protracted
weakness, even though overall cash flows have
been strong; thus, working capital and invest-
ment needs have been less closely matched with
cash flows among firms than is typical, contribut-
ing to more rechanneling of funds through credit
markets and more corporate borrowing. Finally,
state and local government borrowing was espe-
cially heavy in 1985, cven after removing the
double-counting factors already mentioned, as
lower interest rates and the anticipation of tax
reform also fueled a surge in tax-exempt bond
issuance for purposes other than advance refund-
ing and mortgage acquisitions,
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Profitability of U.S.-Chartered
Insured Commercial Banks in 1985

Deborah J. Danker and Mary M. McLaughlin of
the Board's Division of Research and Statistics
prepared this article. Rachel Valcour provided
research ussistance.

After a five-year decline, the aggregate profit-
ability of insured commercial banks turned
somewhat higher in 1985. The industry’s return
on assets rose to 0.70 percent and its return on
equity to 11.33 percent, but both were still well
below their 1979 peaks. Lower market interest
rates contributed to a widening of net interest
margins last ycar and enabled banks to realize
gains on securities from their investment portfo-
lios, thereby more than offsetting the effects of a
continued deterioration in asset quality that was
apparent in increased loan-loss provisions. As
shown in table 1, interest margins have been
generally well maintained in recent years; how-
ever, loan-loss provisions have soared, reflecting
stresses in a number of key sectors of the domes-
tic economy and in developing countries. Not-

withstanding the improvement in the overall
profit picture, however, a record 118 insured
commercial banks failed last year.

Whether 1985 represents an isolated interrup-
tion in the general downtrend of bank profitabil-
ity in the 1980s or marks a longer-run turning
point remains to be seen. On the one hand, either
of two special factors—neither of which is sus-
tainable at its current pace over the long run—
could be credited solely with the improvement in
profits last year. First, the banking industry
realized capital gains of $1.5 billion on securities
in 1985, a sizable swing from the small net capital
loss posted the previous year. And second, a
single bank reported a huge year-to-year change,
as Continental Illinois returned to profitability
after experiencing a loss of ncarly $1 billion in
1984. Morcover, loan losses continued to rise,
and the sharp drop in oil prices and associated
dislocations in the energy sector, as well as
continuing weakness in agriculture and over-
building in commercial real estate, all point to

1. Income and expense as a percent of average net assets, all insured commercial banks, 1981-85'

Item 1981 | 1982 L 1983 L 1984 [ 1985
Gross interest inCOMe. . ... covvvvn s 11.93 11.36 9.63 10.23 9.39
Gross intercst EXpense . .ovv v over e irie i 8.77 8.07 6.38 6.97 6.03
Net interest margifi .. ...o.oovvvnireriinnneen.. 3.47 3.28 3.25 3.26 3.36
Noninterest income.........ooovvviiiiii . 90 .96 1.03 1.19 1.31
LLOSS PTOVISION ..o\t e et .26 AD 47 57 .66
Other noninterest XpEnse.. ..o 2.77 2.93 2.96 3.05 3.17
Securities gains (JOSSCS) .. .ovvvv it -.08 -.06 .00 —-.01 .06
Income before tax . ......ooveii i .96 85 85 83 .90
TaXESE oot 20 .14 .18 .19 21
Extraordinary items .............ociiiiiiis .00 .00 .00 .01 01
Net COME ...ttt ceens .76 N 67 .64 70
Cash dividends declared ......................... 30 31 33 32 33
Net retained earnifgs .. ....ocoenrorinnnenenen s .46 .40 34 .33 .37
MEeMoO: Net interest margin, taxable equivalent® ... ... 3.53 3.66 3.60 373 3.88

1. Assets are fully consolidated and net of loss rescrves, Data arc
based on averages for call dates in December of the preceding year
and in June and December of the current year. In 1984 data are based
on averages for call dates at the beginning and end of the year only.

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

3. For each bank with profits before tax greater than zero, income
from state and lacal obligations was increased by [#/(1 — 1)) times the
lesser of profits before tax or interest earned on state and local
obligations (¢ is the marginal federal income tax rate). This adjustment
approximates the equivalent pretax return on state and local obliga-
tions.
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lingering—and possibly worsening—problems
with asset quality for many banks.

On the other hand, a rosier picture of net
income would have emerged last year but for
banks’ cfforts to incrcase their loss reserves.
This prudent step was complemented by an
increase in retained carnings, as the industry
added to capital with both internal and external
funds. The ability of the banking system to build
reserves and capital and to improve profitability
suggests considerable resiliency as the industry
continues to adjust to disinflation, the deregula-
tion of deposit rates, and the underlying econom-
ic difficulties and imbalances that have impaired
the quality of many bank asscts.

INTEREST EXPENSE

With market rates in 1985 about 2 percentage
points below their year-carlier levels, commer-
cial bank interest expense fell to the lowest point
since the late 1970s. The drop in interest expense
resulted not only from the general decline in
rates, but also from the ongoing change in the
composition of bank liabilities that over the past
several years has lessened the importance of
money market liabilities in funding bank assets.
Deregulated retail-type deposits have been re-
placing more expensive wholesale money. In
1983, this trend away from money market liabil-
ities was most apparent at the larger banks.
Combined with the sharper decline in rates paid
on wholesale liabilitics, which continue to ac-
count for a much higher share of liabilities than at
smaller banks, this sizable shift into lower-cost
retail-type deposits led the larger banks to post
declines in interest expense that were on average
half again as large as those recorded at banks
with less than $1 billion in assets.

Last year’s declines in market rates were
reflected to varying degrees in the interest rates
paid on bank liabilities, as shown in table 2. The
sharpest decreases were evident in the wholesale
liability categorics, such as federal funds pur-
chased and deposits in foreign offices. By con-
trast, the rate on ‘“‘other deposits,” which in
table 2 include all interest-bearing retail-type
deposits, fell less than 1 percentage point, The
sluggish adjustment of rates on these deposits,
and especially on the more liquid accounts, at

2. Rates paid for fully consolidated liabilities,
all insured commercial banks, 1981-85!

Percent
item 1981 \ 1982 i 1983 s 1984 \ 1685
Interest-bearing deposits . .. . . 1342 1210 932 992 855
Large certificates of deposit | 16.42 1413 8.90 10.67 8.86
Deposits in foreign offices? . | 17.37 14.87 10,32 12.62 10.24
Other deposits . ........... 10.07 999 9.11 884 795

Gross federal funds
purchased and
repurchase agreements .. | 17.53 12.84  9.69 11.23 852

Other liabilities for borrowed
money? ... 13.84 12.81 11.88 13.38 10.76

Total.................. ..., 13.89 12,21 946 10.19 8.65

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

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

3. Including subordinated notes and debentures.

times has led to strong deposit inflows when
market rates have fallen.

In 1985, retail-type deposits again funded more
of commercial bank assets, with increases both
in interest-bearing checkable accounts and in
other retail deposits, which include savings,
small time deposits, and MMDAs. For the first
time in at least 10 ycars, these interest-bearing
retail-type deposits significantly exceeded the
money market liabilities of banks, accounting for
37.5 percent of consolidated assets while money
market liabilities totaled 34.9 percent. The de-
cline in the importance of wholesale liabilities
last year occurred despite a special factor that
worked to boost certain borrowings. Specifi-
cally, partly in response to regulators’ urgings,
commercial banks have been adding to capital,
and various types of subordinated notes (includ-
ed in table 3 as “‘other borrowings’” and “‘money
market liabilities’’) are considered either primary
or secondary capital for regulatory purposes.
Consequently, concerns about capital adequacy
may have motivated a portion of the increase in
other borrowings, while yicld considerations and
slowing asset growth restrained issuance of other
types of money market liabilitics, including large
time dcposits and deposits booked in forecign
offices.

The decline in intercst expense was most pro-
nounced at the larger banks, which derive a
higher proportion of their funding from whole-
sale sources with market-related rates of return,
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3. Selected labilities as a percent of total assets, all insured commercial banks, 1981-85!

Domestic offices Fully consolidated offices
Item I — - i Bt e — —— -

1981 ; ‘)82 ( 1983 J 1984 —l: 1985 1981 ( 1982 1 IQSK—J 198411985

Dcposlt lmbﬂmes .................... 76. ()9 74.95 74.99 75 32 75.35 78.61 77 61 77.68 77.93 77.46

In foreign offices .................. A RN L 15.93 15.79 14.74 12.94 12,47

In domestic offices ................ o C C. 62.68 6].82 62.97 64.99 64.99

Demand deposits ... ooooveuin 25.20 21.03 19.68 19.09 18.63 20.76 17.35 16.53 16.47 16.07

Other checkable deposits. ... . ... 2.95 4,16 4.80 5.03 5.32 2.43 3.43 4.03 4.34 4.59

Large time deposits?............. 17.15 17.71 14.46 14.17 13.19 14.12 14.61 12.15 12.22 11.38

Other deposits®. ... 30.79 32.05 36.04 37.03 38.20 25.37 26.44 30.26 31.95 32.95
Gross federal funds purchased and

repurchase agreements........... 9.12 9.67 9.28 8.68 8.79 7.54 7.99 7.81 7.51 7.64

Other borrowings. .......cooovvennn. 2,18 2.24 2.47 2.47 3.05 2.62 2.64 2.84 2.87 3.37

MEeMoO
Money market liabilities*............. 28.44 29.62 26.21 25.31 25.04 40.21 41.03 37.51 35.55 34.86
Average assets (billions of dollars) .. .. 1,598 1,733 1,897 2,086 2,072 1,940 2,101 2,259 2,418 2,577

1. Data are based on averages for call dates in December of the
preceding year and in June and December of the current year. In 1984
data are based on averages for call dates at the beginning and end of
the year only.

2. Deposits of $100,000 and over,

The nine largest banks in the country saw the
average rate paid on their interest-bearing liabil-
ities drop nearly 2 percentage points last year.
This figurc was larger than that for any other
group of banks, despite the fact that the nine
money center banks tended to post the smallest
decline in rates on any given category of liability;
for example, the largest banks dropped their
average rate on retail-type deposits just 43 basis
points last year—less than half the average de-
cline elsewhere. This paradox is explained in the
composition of their liabilities: the largest banks
financed 57.7 percent of their consolidated assets
with money market liabilities, on which rates
adjust quite promptly to declines in market rates,
while the rest of the industry financed a little
more than a quarter of its assets this way.
Moreover, the trend toward lower interest ex-
pense at the nine money center banks was rein-
forced by a favorable shift in the structure of
their liabilities away from the wholesale money
that provides the bulk of their financing and
toward lower-cost retail-type deposits. Never-
theless, the average interest expense at these
very large banks remained the highest in the
industry, owing to the continued importance of
wholesale liabilities on their balance sheets and
the relatively high rates they apparently paid for
those liabilities.

The group of large banks other than money
center banks also reduced their interest expense
by a substantial amount last year, to the lowest
among the size categories. Not only did these

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

4, Large time deposits issued by domestic offices, deposits issued
by forcign offices, repurchase agreements, gross federal funds pur-
chased, and other borrowings.

other large banks start out with a lower cost
structure of liabilities than did the money center
banks, they also experienced a more sizable
improvement in 1985 in their liability composi-
tion, as the share of retail-type deposits rose 2.5
percentage points, to account for more than one-
third of consolidated assets.

The small and medium-sized banks did not do
as well in reducing their interest expense and
ended up with expenses somewhat above those
at large banks other than money center banks.
The small banks, although starting with a favor-
able structure of liabilities, saw that position
deteriorate somewhat last year. Unlike the rest
of the banking industry, they increased the share
of their assets funded by money market liabil-
ities, stepping up their issuance of large time
deposits. In addition, they continued to face a
significant runoff of demand deposits. Although
small banks gained some interest-bearing retail
deposits, the increase was less than half the
average at other banks, and small banks contin-
ued to have to pay a higher average rate on these
deposits than did other banks. (Data on balance
sheet composition, earnings, and rates paid and
earned are displayed in appendix table A.2,
disaggregated by bank size.)

INTEREST INCOME

The lower market rates in 1985 also affected
commercial bank interest income, which in the
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4. Rates of return on fully consolidated portfolios,
all insured commercial banks, 1981-85!

Percent
Item 1981 [ 1982 ] 1983 \ 1984 t 1985
Securities, total . . ... 9.28 9.96 9.83 9.95 9.39
State and local
government ., 6.74 7.20 7.04 7.50 6.87
Loans, gross ....... 16.32 1517 12.69 13.65 12.42
Net of loss
provision. . ... 15.59 14.17 11,59 12.54 11.16
Taxable cquivalent?
Total securities ... | 11.65 12.43 12,06 12.18 11.66
State and local
government .. | 11,96 12.81 (2.5 13.44  12.4]
Total securitics and
gross loans ..., 15.07 1439 1.4 13.31 12.24

1. Calculated as described in the ““Technical Note,” FeEDERAL
REsERVE BULLETIN, vol. 65 (Scptember 1979), p. 704.
2. Sce table 1, note 3.

aggregate dropped 84 basis points to 9.39 percent
of total net asscts. As in the case of interest
expense, shifts in balance shect composition
influenced the pass-through of lower interest
rates to profit-and-loss statements. The decline
in interest income was moderated, and thus net
income was bolstered, by a shift in bank portfo-
lios in the aggregate away from relatively low-
yielding assets, such as U.S. government securi-
ties and interbank deposits, and toward loans
and tax-exempt securities, which were quite at-
tractive on a taxable-equivalent basis last year
(see table 4).

Loans rose to more than 58 percent of consoli-
dated bank assets last year, as increases in
consumer and real estate loans more than made
up for sluggish farm and commercial and indus-
trial (C&I) loans. While consumer loans contin-
ued to increase at about the rapid rate typical of

the current economic expansion, lower interest
rates encouraged stepped-up real estate borrow-
ing last year, but reduced C&I loan growth.
Business borrowing was diverted to the long-
term markets, where corporations took advan-
tage of rates that had fallen to the lowest level
since the start of the 1980s. The largest banks
experienced a substantial drop in the proportion
of C&l loans in their portfolios. Not only are
their customers most likely to include those
businesses that would have ready access to bond
markets, but these top banks also continued to
record significant sales of C&lI loan participa-
tions. In contrast, small and medium-sized
banks, which hold relatively low proportions of
business loans in their portfolios, expericnced
some increases in these shares last year,
Overall, securities increased slightly as a share
of consolidated bank asscts in 1985, As shown in
table 5, this small net change masked a decrease
in the importance of U.S. government securities
that about offset strength in statc and local
obligations. The upturn in the share of these tax-
exempt securities was the first in nearly 15 years,
spurred in part by reactions to congressional tax
reform proposals that specified January 1, 1986,
as the effective date for eliminating the tax
deductibility of carrying costs on such securities.
State and local issuers raised a massive volume
of funds last year, in response both to the tax
reform proposals and to the lower level of inter-
est rates. This bloated supply helped keep tax-
exempt yields high relative to other interest
rates, contributing to the attractiveness of state
and local bonds late last year. Only small banks
devoted a reduced sharc of their assets to these

5. Selected portfolio items as a percent of total assets, all insured commercial banks, 1981-85’

Item

81.56 82.83 82.63

Interest-earning assets ...............

Loans........cooiiiiiiiiiiinin 55.05 55.21 54.18
Securities. ..o s 20.09 19.58 20.31
U.S. government................ 10.45 10.40 11.65
State and local government. .. .. .. 9.20 8.75 8.11
Other bonds and stocks.......... 44 43 .54
Gross federal funds sold and reverse
repurchase agreements. ........ 4.81 5.30 5.13
Interest-bearing deposits ........... 1.61 2.75 3.01

MEMoO: Average asscts
(billions of doltars) ............ 1,598 1,733 1,897

Domestic offices

1981 ’ 1982 ? 1983 1984 J 1985 1981 [ 1982 T 1983 1984 l 1985

Fully consolidated offices

83.00 82.95 84.59 85.87 85.96 35.74 85.82
56.11 56.28 5591 56.82 56.46 57.67 58.16
19.84 19.87 17.00 16.56 17.47 17.58 17.71
11.46 10.92 8.63 8.59 9.79 9.89 9.43
7.80 8.29 7.62 7.25 6.84 6.76 7.19

59 .66 5 73 83 93 1.09

4.81 5.22 399 4.41 4.34 4.17 4.51
2.25 1.57 7.69 8.06 7.69 6.33 5.44

2,086 2,072 1,940 2,101 2,259 2,418 2,577

1. Data are based on averages for call dates in December of the
preceding year and in June and December of the current year. In

1984 data arc based on averages for call dates at the beginning and end
of the ycar only.
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obligations, probably because deteriorating prof-
its left them with less nced for tax shelters. A
decline in tax-exempt securities as a share of
assets was most noticeable at small agricultural
and energy banks, whosc carnings have been
under particular pressure.’

As with interest expense, the decline in inter-
est income last year was sharpest at the larger
banks. The interest income of smaller banks
tends to be less variable because they have
assets with longer average maturities; they hold,
for example, a far higher proportion of securities
than do the largest banks. Last year, additional
downward pressure on intercst income at the
nine money center banks arose from a substan-
tial decline in loans as a share of their assets;
these higher-yielding loans were replaced in part
by sales of federal funds and reverse repurchase
agreements,

NET INTEREST MARGIN

In the aggregate, insured commercial banks in-
creased their net interest margin 10 basis points
in 1985, to 3.36 percent of total net assets (see
chart 1). The nine largest banks, which form the
group with the lowest interest margin, were the
only size class of bank to post a decline on
average in that margin. This decline, however,
was more apparent than real because the drop
was caused by a reallocation of assets toward
tax-exempt securitics, which generally carry
lower rates than do taxable assets; adjusting for
this influence, the interest margin of money
center banks increased 9 basis points. On this
taxable-equivalent basis, the only category of
banks to experience a narrowing of its interest
margin in 1985 was the group of smaller banks
that do a relatively large amount of cnergy lend-
ing. At the other extreme, the large banks,
excluding the top nine, posted an increase of 23
basis points in their taxable-cquivalent interest
margin. A sizable shift toward tax-exempt secu-
rities and consumer and real estate loans helped

{. Agricultural banks are defined as those at which the
ratio of total farm loans to total loans is above the unweighted
average of such ratios at all banks. Energy banks include
generally those with energy loans and leases in excess of 25
percent of primary capital.

1. Components of net income as a percent of
average net asscts

Percent
NET INTEREST MARGIN
3.5
3.0
T S L L R N
NET NONINTEREST MARGIN!
1.5
- 2.0
E T Y T S E S SN DA IR BT R
LOSS PROVISIONS
75
25
T T T T e e N E A NN K SRS IO B
1970 1975 1980 1985

1. Excluding loss provisions.

support income at thesc banks, while a shift
away from money market liabilities helped con-
trol their expenses; both of these shifts were
larger (as a share of assets) than at any other
sizc class.

This group of large banks, however, did not
show the same kind of dominance in securities
gains. While these banks registered a rise in their
taxable-equivalent interest margin that was dou-
ble that for the rest of the industry, their increase
in capital gains was cqual to the industry aver-
age. In the aggregate, commercial banks took
advantage of lower interest rates to sell securities
from their investment portfolios last year, realiz-
ing capital gains, expressed as a percentage of
their consolidated net assets, of 6 basis points—
contrasting with a small loss on such transactions
in 1984. (This incrcasc in securities gains was
equal to the rise in overall commercial bank net
income last year.) Capital gains were wide-
spread, varying little from size group to size
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group, with slightly larger gains at banks sufter-
ing more pressure on earnings.

LOAN LOSSES

The upturn of profitability in 1985 occurred de-
spite the continuing rise in loan-loss provisions.
The industry as a whole increased additions to
loss reserves 10 basis points to (.66 percent of
average nct asscts—nearly triple the level at the
beginning of the decade (sec chart 1). Thesc
provisions represcnt current revenues that com-
mercial banks have diverted from profits to raise
or replenish their reserves for loan and lease
losses. The loan-loss reserve, in turn, is a bal-
ance sheet item that must be maintained at a
level adequate to absorb anticipated losses, and
it may not be allowed to dip below zero when bad
loans are charged off against it. Recent experi-
ence with loan-loss provisions has shown them
to be closely related to same-period charge-offs
of loans. And charge-offs, which generally had
been related to the cyclical position of the econo-
my, have risen without interruption so far in the
1980s, despite the fact that 1985 was the third
year of an economic expansion.

These two mecasures of portfolio quality are
displayed in chart 2, expressed as a proportion of
total loans. Charge-offs of bad loans, net of
recoveries, rose to 0.86 percent of average loans,
The higher level and faster growth of loss provi-
sions relative to charge-offs imply that bank
reserves against losses have been bolstered. In-
deed, a memo item in appendix table A.2 shows
loss reserves growing from (.55 percent of aver-
age consolidated net assets in 1981 to 0.79 per-

2. Nct loan losses and provisions as a percent of
average loans

cent last year. Since loan-loss reserves are
counted as primary capital for regulatory pur-
poses, incentives to improve capital-to-asset ra-
tios may have been a minor consideration moti-
vating additions to these reserves. For the
industry as a whole, the charge-offs taken last
year lowered somewhat the proportion of loans
on nonaccrual status, to 2.2 percent by the end of
the year. The proportion of loans that were
delinguent, whether still accruing interest or not,
also declined during 1985.

The steep upturn in loan-loss provisions in the
1980s was spread across all size classes of banks.
Unlike the period from 1973 to 1975, in which
loan-loss increascs were sharper at larger banks,
small banks posted as large a rise in loan-loss
provisions after the latest recession as did money
center banks (chart 3). Last year, as shown in
table 6, loan-loss provisions at small banks and at
the largest banks rose most quickly. The deterio-
ration of asset quality at small banks was particu-
larly marked at banks with heavier concentra-
tions of lending to farmers and cnergy-related
businesses. Loan-loss provisions as a share of
nel assets at those banks rose especially steeply,
to more than double the national average. Small
agricultural banks charged off in excess of 2
percent of their loans and small cnergy banks,
2% percent. Moreover, these charge-offs are
likely to be followed by more, for-—unlike the
rest of the industry—both groups showed large
increases in the proportion of their loans placed
on nonaccrual status.

Banks with assets between $100 million and $1
billion exhibited fewer problems. Their loan-loss
provisions and net charge-offs grew more than
the industry average, but the levels of both ratios

3. Loss provisions as a percent of average net assets

Percent

1.00
Loss provisions
75

e

/ .50
AQ“’\ o NEU Charge-offs
| \‘T\w’” ) :
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6. Loan losses and recoveries, all insured commercial banks, 1984-85

Millions of dollars, except as noted

Year and size of bank! (‘%;;SFZZZ
1985
Allbanks ... ... oo 15,521
Less than $100 million. .................. ... 3,273
$100 million to $1 billion. .................... 2,841
$1 billion or more
Money center banks .............. . oL 3,864
OtherS . o e 5,543
1984
Allbanks ... oo 12,912
Less than $100 million....................... 2,304
$100 million to $1 billion. .................... 2,160
$1 billion or more
Money center banks ....... .. ... 2,604
Others. ..o e 5,844

Net charge-offs

Recoverics S Loss
Amount Pe]lccn‘lzof provision
ouns

2,694 12,826 86 16,967
454 2,819 .38 3,320
461 2,380 .83 3,099
557 3,307 .86 4,605
1,223 4,320 .69 5,943
2,141 10,771 77 13,690
399 1,905 .95 2,401
423 1,737 .65 2,236
452 2,152 .57 2,930
867 4,977 .90 6,122

1. Size categorics are based on fully consolidated assets at year-
end.
2. Data are based on averages for call dates in December of the

remained slightly below the averages for all
banks. The proportion of loans at these medium-
sized banks that were delinquent rose somewhat,
but remained below that for any other category
of banks.

Data for the large banks other than money
center banks improved, although the results
were dominated by the turnaround at Continen-
tal 1llinois. At thesc banks, provisions for loan
losses declined 8 basis points to 0.56 percent of
net assets, and charge-offs declined to 0.69 per-
cent of loans. Excluding Continental Illinois
from the calculations results in both of these
ratios remaining about unchanged last year rela-
tive to the preceding year—which still is better
than for the remainder of the banking industry.
The large banks other than money center banks
also recorded a significant improvement in the
ratio of delinquent loans to total loans. The drop
in the ratio at this group accounted for most of
the improvement industrywide last year.

As mentioned earlier, money center banks
sharply increased their provisions for loan
losses, to 0.74 percent of net assets, and also
increased their charge-offs at a faster rate than
did other banks. These top nine banks indicated
that half of their loss provisions were attributable
to international operations. Indeed, last year,
C&I loans to non-U.S. addressees were charged
off at a higher rate, 1.3 percent of such loans,
than were loans to U.S.-domiciled businesses,

preceding year and in June and December of the current year. In 1984
data are based on averages for call dates at the beginning and end of
the year only.

0.9 percent. Although the delinquency rate re-
ported by the money center banks declined from
1984, it remained slightly above the industry
average, and the share of loans that were classi-
fied as nonaccruing increased.

OTHER NONINTEREST EXPENSES
AND NONINTEREST INCOME

The margin .between noninterest income and
expenses at commercial banks was little changed
last year, in keeping with its trendless behavior
in recent years (see chart 1). Noninterest income
rose 13 basis points relative to assets to 1.31
percent of net assets, while noninterest expenses
(excluding loan-loss provisions) rose 12 basis
points to 3.17 percent of net assets.

Unlike the rest of the industry, the money
center banks improved their net performance on
noninterest items 15 basis points. They posted a
very large increase in noninterest income, which
came about equally from gains on trading ac-
count securities and from the undifferentiated
““other noninterest income.”” Noninterest ex-
penses also grew relatively rapidly at these larg-
est banks, but were more than offset by the
income gains. Other banks experienced smaller
increases in both noninterest income and ex-
penses, but for each size class of bank, the
growth of expenses outpaced income, leading to
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a deterioration in the noninterest margin at these
other banks. For both income and expenses, the
rises were evident primarily in the ‘‘all other”
categories. Although detailed information is not
directly available, ‘‘all other’” noninterest in-
come likely was lifted by fees and service
charges (other than those on deposit accounts),
as banks continued to unbundle financial ser-
vices and increasingly charged explicitly for such
services. Large banks apparently derived income
from such off-balance-sheet activities as loan
participations, interest ratc swaps, and issuance
of standby letters of credit. **All other’” noninter-
est expenses probably were boosted by the costs
of marketing, data processing, and new product
development.

PROFITABILITY, DIVIDENDS, AND CAPITAL

Insured commercial banks reversed a five-year
trend and showed an improvement in aggregate
profits last year. The return on average net assels
rose 6 basis points to 0.70 percent; similarly, the
return on equity rose 73 basis points to 11.33
percent. In both cases the gains were more than
accounted for by the group of large banks other
than money center banks, which posted an in-
crease of 24 basis points in its return on assets
last year (see table 7). About half the improve-
ment at this group—and all of the improvement

7. Profit rates, all insured commercial banks, 1981-85

for the industry—could be credited to the return
to profitability of Continental Illinois in 1985.

Chart 4 shows the movement in return on
assets of each size group since 1970. At money
center banks the return on assets slipped 7 basis
points last year, and these nine banks showed the
largest decline in return on equity, more than 1.8
percentage points, as they added significantly to
capital. Medium-sized banks showed a small
decline in both ratios. But the problems of ener-
gy and farm lenders were clear in the results for
small banks. The return on assets at small agri-
cultural banks dropped 17 basis points to 0.57
percent, and their return on equity fell almost 2
percentage points to 6.26 percent. Small energy
banks fared worse; as a group, these 334 banks
posted a net loss last year, with their return on
cquity having sunk 4.4 percentage points since
the previous year, to a negative 1.26 percent,
The 260 U.S.-chartered commercial banks with
foreign offices, which generally are large banks,
showed a gain of 0.16 percent in return on assets.
This improvement occurred despite a decline in
their net income from international operations,
which fell to 18 percent of their total profits,
down from 30 percent in 1984, as increased
provisions for loan losses attributable to interna-
tional operations were not offset by better per-
formance in other aspects of that business.

The overall proportion of income distributed
as dividends changed little in 1985: it remained at

Percent

Type of return and size of bank! 1981 { 1982 T 1983 1984 1985
Return on assets?
AllbanKs. ..o e s .76 71 67 .64 70
Less than $100 million. ........................ 1.14 1.07 .96 81 70
$100 mitlionto $1 billion............ ... .. ... 91 .84 84 88 .84
$1 biilion or more

Money center banks............. ... ... ..., 53 .53 .54 .52 45

Others ... .66 .60 54 53 7
Return on equity’
Allbanks. ... 13.09 12.10 11.24 10.60 11.33
Less than $100 million......................... 13.39 12.45 1112 9.49 8.20
$100 million to $1 billion....................... 12.78 11.74 11.86 12.40 11.71
$1 billion or more

Money center banks......................... 13.57 13.27 12.57 11.42 9.61

Others ..o ii i e e, 12.80 11.42 10.15 9.66 13.69

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

2. Net income as a percent of fully consolidated net assets. Data are
based on averages for call dates in December of the preceding year
and in June and December of the current year. In 1984 data are based
on averages for call dates at the beginning and end of the year only.

3. Net income as a percent of average equity capital. Data arc
based on averages for call dates in December of the preceding year
and in June and December of the current year. In 1984 data are based
on averages for call dates at the beginning and end of the year only.
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4. Return on assets

Percent

Less than $100 million
$100 million to $! billion o e

Nine money center

(O T N O A I
1980 1985

1 t

| I
1970 1975

about half. And despite the disparity in profits
among size classes, the path traced by dividends
was about the same, rising slightly for each
group. The only exception was agricultural
banks, which decreased dividends 3 basis points
relative to assets; even the small energy banks,
despite their poor performance, kept up their
dividends. Large banks other than money center
banks retained virtually all of the increase in
their profits last year, adding almost two-thirds
of their aftertax net income to retained earnings,
while other banks retained only about 45 percent
of net income. Small agricultural banks retained
less than one-third of their profits; and energy
banks with assets of less than $1 billion paid
dividends out of equity on average. About one-
third of these energy banks refrained from dis-
tributing dividends, but almost a quarter paid out

dividends in cxcess of income—or despite net
losses. For the industry as a whole, however,
retained income funded a larger share of the
increase in cquity capital (scc table 8), reversing
the decline registered for the two previous years.
The primary capital-to-asset ratio of commer-
cial banks rose again in 1985, to almost 7%
percent by the end of the year. Large banks
raised their ratio 2 percentage point to about 6%
percent; money center banks accomplished this
primarily by issuing mandatory convertible debt
and adding to their loan-loss reserves, while
other large banks bolsteréd shareholder equity.
Medium-sized banks increased their ratio mainly
through equity capital, and the more limited
increase at small banks came cqually from great-
er shareholder equity and loan-loss reserves.
The improvement in profitability for the indus-
try as a whole did not appear to continue into the
carly part of 1986. The average return on assets
was 3 basis points lower in the first quarter of
this year than during the corresponding period in
1985. The net interest margin showed no change,
as both interest income and expense declined 70
basis points as a share of net assets. The margin
between nonintcrest income and expenses im-
proved somewhat, and banks realized larger
gains on securities. However, thesc two factors
were outweighed by the continued escalation of
provisions for losses, up 11 basis points relative
to assets over the year-earlier period. O

8. Sources of increases in total equity capital, all insured commercial banks, 1981-85

Millions of dollars, except as noted

-
[tem 1981 ‘ 1982 l 1983 k 1984 ‘l 1985

Retained income!

Al DanKS. . .o 8,848 8,284 7,653 7,823 9,452

Large banks? ... o 4,104 4,051 3,621 4,090 6,368

Net increase in equity capital

Al banks. ... i e {1,163 9,374 10,739 14,956 14,724

Large banks .. ..o i 5,465 4,578 5,626 9,415 9,403

Percent of increase in equity capital from retained income®

Al BanKS. . e 79 88 71 52 64
75 88 64 43 68

Large banks .. ... o oo

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

2. Banks with fully consolidated assets of $1 billion or more at year-
end.
3. Retained income divided by the net increase in equity capital.
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A.1. Report of income, all insured commercial banks, 1981-85

Millions of dollars

Item

Operating income, total .......... ... .. o

Interest, total. ..o
LIS oottt
Balances with banks ... oo oo
Gross federal funds sold and reverse repurchase agreements . ...
Securities (excluding trading accounts) ........... ... ...

U.S. gOVernment ..o
State and local government
Other .

Service charges on deposits ... ...
Other operating iNCOME? . ...t e

Operating expense, total. ........... ... ..o

Interest, total. .. v e
Deposits « oo
Large certificates of deposit
Deposits in foreign offices ...
Other deposits. ..o s
Gross federal funds purchased and repurchase agreements ... ...
Other borrowed money? ... o e

Salaries, wages, and employee benefits.......... ... ..ol
Occupancy expense’ ...
JLOSS PIOVISION. ... ovvvv i
Other operating expense

Securities gains or 10SS€s (=), .o i

INCOME DEIOTE LAX « vt ettt et et et i
Taxes..........
Extraordinary items

NELINCOME ..ottt e
Cash dividends declared . ...

1981 ‘ 1982 } 1983 ‘ 1984 ‘ 1985

239,264 273,529

247,577 287,293 274,273

230,148 237,193 216,059 245,640 240,006
164,715 168,619 153,323 181,873 179,783
23,905 23,867 16,739 16,557 13,602
12,183 11,309 9,198 10,464 9,355
29,345 33,398 36,799 36,746 37,266

18,019 21,028 24,205 n.a. n.a.

9,704 10,648 10,620 n.a. n.a,

1,622 1,721 1,974 n.a. n.a.
3,892 4,584 5,399 6,512 7,281
13,538 15,517 17,806 22,121 26,242
227,490 238,274 220,236 254,273 252,118
169,078 168,651 143,215 167,335 154,128
138,830 141,185 119,843 139,331 128,867
38,896 37,366 22,523 25,761 22,476
46,696 41,754 29,021 35,781 30,013
53,238 62,065 68,299 77,789 76,377
23,752 20,628 16,438 19,323 16,236
6,496 6,838 6,934 8,682 9,025
27,901 31,244 33,637 36,463 39,346
8,558 9,975 11,101 12,092 13,410
5,080 8,429 10,621 13,690 16,967
16,873 19,975 21,662 24,694 28,266
-1,595 —-1,282 —-30 —142 1,505
18,491 17,737 18,998 19,858 22,915
3,859 2,976 4,076 4,665 5,372
57 64 70 217 318
14,689 14,826 14,992 15,409 17,862
5,841 6,542 7,338 7,585 8,410

1. Includes interest income from other bonds, notes and deben-
tures, and dividends from stocks.

2. Includes income from asscts held in trading accounts.

3. Includes interest paid on U.S. Treasury tax and loan account
balances and on subordinated notes and debentures.

4. Occupancy expense for bank premises net of any vental income
plus furniture and equipment expenses.
n.a. Not available.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,

1981-85!
A. All banks
Item 1981 1982 1983 1984 l 1985
Balance sheet items as a percent
of average consolidated assets
Interest-carning assets ...........ooovviivins 84.59 85.87 85.96 85.74 85.82
LOANS 0ttt e 55.91 56.82 56.46 57.67 58.16
Commercial and industrial .............. 21.54 22.81 22.54 22.52 22,09
Realestate ...t 14.37 14.24 14.13 14.77 15.66
CONSUIMET ..ty tiie et 9.64 9.20 9.17 9.97 10.67
Securities ... i 17.00 16.56 17.47 17.58 17.71
U.S. government ..o 8.63 8.59 9.79 9.89 9.43
State and local government ............. 7.62 7.25 6.84 6.76 7.19
Other bonds and stocks ................ 75 73 .83 93 1.09
Gross federal funds sold and
reverse repurchase agreements ... ... 3.99 4.41 4.34 4.17 4.51
Interest-bearing deposits .................. 7.69 8.06 7.69 6.33 5.44
Deposit liabilities ............ ... 78.61 71.61 77.68 77.93 77.46
In forcign offices .......... ..ot 15.93 15.79 14.71 12.94 12.47
In domestic offices ............. ... .. ... 62.68 61.82 62.97 64.99 64.99
Demand deposits ..................... 20.76 17.35 16.53 16.47 16.07
Other checkable deposits ............... 2.43 3.43 4.03 4.34 4.59
Large time deposits .......... ... 14.12 14.61 12.15 12.22 11.38
Other deposits ..., 25.37 26.44 30.26 31.95 32.95
Gross federal funds purchased
and repurchase agreements ...... ..., 7.54 7.99 7.81 7.51 7.64
Other borrowings ........... ..ot 2.62 2.64 2.84 2.87 3.37
MeMo: Money market liabilities ............. 40.21 41,03 37.51 35.55 34.86
LLOSS TESEIVES .. .ivveeeenr sy .55 59 .63 70 .79
Effective interest rate (percent)
Rates earned
Securities ... e 9.28 9.96 9.83 9.95 9.39
State and local government ............... 6.74 7.20 7.04 7.50 6.87
LOans, BroSS . oovoriti i 16.32 15.17 12.69 13.65 12.42
Net of loss provision .................c.e. 15.59 14.17 11.59 12.54 11.16
Taxable equivalent
SECUrities ...t 11.65 12.43 12.06 12,18 11.66
Securities and gross loans ......... .. ... 15.07 14.39 12.41 13.31 12.24
Rates paid
Interest-bearing deposits .................... 13.42 12.10 9.32 9.92 8.55
Large certificates of deposit ............... 16.42 14.13 8.90 10,67 8.86
Deposits in foreign offices ................ 17.37 14.87 10.32 12,62 10.24
Other deposits ... 10.07 9.99 9.11 8.84 7.95
All interest-bearing liabilities ................ 13.89 12.21 9.46 10.19 8.65
Income and expenses as a percent
of average nct consolidated assets
Gross interest income ..., 11.93 11.36 9.63 10.23 9.39
Gross interest €Xpense . ..........o.oein.. 8.77 8.07 6.38 6.97 6.03
Netinterest margin ..........ovvveinian 317 3.28 3.25 3.26 3.36
Taxable equivalent ..................... 3.53 3.66 3.60 17 3.88
Noninterest iNCOME ... ....vvvievreennes .90 .96 1.03 1.19 1.31
Loss provision .........oove i .26 40 47 .57 .66
Other noninterest €Xpense . ................. .77 2.93 2.96 3.05 .17
Securities gains or losses (=) ... oo —-.08 —.06 .00 -.01 .06
Income before tax ................ ... ... .. .96 .85 .85 .83 .90
Taxes ... .20 .14 18 19 21
Extraordinary items ................0 0 00 00 00 01 0t
Netincome ..., .76 1 .67 .64 .70
Cash dividends declared .................. .30 31 33 32 33
Net retained income ... ..., .46 40 34 33 37
MEemo T T TTTTT Mmoo T T i s -
Average assets (billions of dollars) ........... 1,940 2,101 2,259 2,418 2,577
Numberofbanks ...............c.viiiit 14,208 14,123 14,075 13,961 13,916

1. Sce notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks,
198 1~85—Continued’

B. Banks with less than $100 million in assets

ftem 1981 1982 1983 1984 1985

Balance sheet items as a percent
of average consolidated assets

Interest-earning assets .......covevvniiin.. 90.84 91.10 91.02 90.77 90.92

LOans ..ot 53.72 52.55 51.49 52.26 53.00
Commercial and industrial .............. 12.26 12.91 12.88 12.90 13.47
Realestate ..........coooiiiiiiinann, 19.60 18.37 17.98 18.88 19.84
(@011 £11] 11153 13.97 12.91 12.28 12.36 12.46

Securities ... 29.35 29.61 31.00 30.39 29.21
U.S. government 17.38 18.25 20.52 20.85 19.97
State and local government ............. 11.50 10.94 10.01 9.01 8.64
Other bonds and stocks ................ 46 41 .46 .54 .60

Gross federal funds sold and

reverse repurchase agreements ........ 5.87 6.35 5.96 5.53 5.94
Interest-bearing deposits .................. 1.90 2.60 2,57 2.59 2.76
Deposit habilities .......................... 87.56 87.17 87.83 88.18 88.26
Demand deposits 22.52 19.04 17.01 16.11 14.88
Other checkable deposits ............... 4.01 6.14 7.55 8.14 8.55
Large time deposits .................... 10.03 10.67 9.80 10.22 10.92
Other deposits .......cocovnvniiiei... 51.00 51.32 53.46 53.71 53.90
Gross federal funds purchased
and repurchase agreements ........... 1.41 1.68 1.21 1.01 .85
Other boOrrowings .......oovvirvrireiennne, .52 48 41 .35 36
MeMo: Money market liabilities ............. 11.96 12.83 11.42 11,59 12.13

LOSS [ESCIVES .\t ierne e, 51 51 .52 .58 .67

Effective interest rate (percent)

Rates earned

Securities ... 9.69 10.82 10.58 10.66 10.29
State and local government ............... 6.45 7.24 7.47 7.84 7.74
LOans, Bross ... 14.91 15.34 - 13.70 14.16 13.36
Net of loss provision ..................... 14.27 14.39 12.55 12.80 11.53
Taxable equivalent
Securities ... 11.70 12.95 12.53 12.23 11.83
Securities and gross loans ................ 13.75 14.46 13.24 13.44 12.81
Rates paid
Interest-bearing deposits .................... 11.21 10,96 9.15 9.54 8.40
Large certificates of deposit ............... 15.14 13.74 9.20 10,84 9.15
Other deposits ... 10.56 10.51 9.15 9.34 8.27
All interest-bearing liabilities ................ 11.31 1101 9.11 9.54 8.39
Income and expenses as a percent
of average net consolidated assets
Gross interest income 11.55 11.75 10.60 10.89 10.31
Gross interest expense 7.15 7.35 6.32 6.72 6.04
Net interest margin 4.39 4,40 4.28 4.17 4.27
Taxable equivalent 4.93 4,96 4.82 4.66 4,74
Noninterest inCOme .........c.covievnin... .68 .67 .69 74 77
LOSs provision ..........oovenii i, .29 42 .51 .63 .86
Other noninterest eXpense .................. 3.24 331 3.29 3.28 3.37
Securities gains or losses (=) ................ —. 10 -.02 01 ~.01 08
Income before tax .......... . il 1.45 1.31 1.18 .99 .88
TAXES oot v e 31 .24 .23 .19 19
Extraordinary items ........ .00 .00 .00 .01 .01
Netincome ................. 1.14 1.07 .96 .81 70
Cash dividends declared .35 .39 38 .39 41
Net retained income .................. ... .79 .67 .58 41 .29
MEMO IR e
Average assets (billions of dollars) ........... 152 365 373 383 387
Numberofbanks ....................... ... 12,353 12,081 11,811 11,554 11,358

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

1981-85—Continued!

C. Banks with $100 million to $1 billion in assets

Item

[nterest-earning assets ...
LOANS oot e
Commercial and industrial...............
Realestate.... ... on
COnSUMEr .. oovviii
SCCUTIHES . o e e e
U.S. government ...........cooeoivinnn,
State and local government. . ............
Other bonds and stocks .................
Gross federal funds sold and
reverse repurchase agreements. .. ......
Interest-bearing deposits ...
Deposit Habilities ...........................
In foreign offices .......... ... il
In domestic offices. ...
Demand deposits ...
Other checkable deposits............. ...
Large time deposits. ................ oL
Other deposits ..o
Gross federal funds purchased
and repurchase agreements., . ..........
Other BOrrOWINgS .. .o v vn e
MEMmo: Money market liabilities. . ............
LLOSS TESEIVES .o

Rates earned

SCCUFTES . v vttt
U.S.government ...,
State and local government ................
Other bonds and stocks ................00.

Loans, Bross ......ooov i
Net of loss provision

Taxable cquivalent
Securities. ..o
Securities and gross loans .................

Rates paid

Interest-bearing deposits ... o
Large certificates of deposit ...............
Deposits in foreign offices .................
Other deposits ... i

All interest-bearing liabilities. ................

Gross interest income. ... oo
Gross interest expense ...
Net interest margin...............ovenn.
Taxable equivalent .....................
Noninterest income . ............oovenau..
LOSS PrOVISION L 0ot
Other noninterest expensc
Securities gains or losses (=) ... ... ...

Income before tax ..o
TXES v e
Extraordinary items ............ ... o

Netincome ., ..o
Cash dividends declared. ..................
Net retained income . ......ooooin i

Memo

Average assets (billions of dollars) ...........

Number of banks. ...

1982

1984

1983

Balance sheet items as a percent
of average consolidated assets

89.34

89.65

53.71 52.98 54.41
16.88 16.84 17.50
19.38 18.89 19.61
13.16 12,86 13.14
25.30 26.51 26.17
13.48 15.34 15.46
11.16 10.29 9.76
.66 87 95
5.91 5.59 5.41
4.42 4.58 3.58
82.89 84.34 85.13
.24 22 .27
82.66 84.12 84.87
21.31 19.51 18.71
5.21 6.10 6.44
15.35 12.94 12.96
40.79 45.57 46.76
6.47 5.21 4.59
1.15 1.21 1.04
23.20 19.57 18.86

.59
Effective interest rate (percent)

.61 .65

9.96 9.89 9.97
12.41 11.86 10.35
7.03 7.03 7.43
10.52 11.31 10.39
14.70 12.78 13.60
13.71 11.81 12.65
12.27 12.08 12.15
13.84 12.50 13.13
10.67 8.83 9.33
13.91 8.90 10.88
14.48 9.23 1577
9.71 8.82 8.95
10.89 9.39

8.80

Income and expenses as a percent
of average net consolidated assets

11.18

9.92

7.19 6.02 6.50
4.00 3.90 3.89
4.53 4.42 4.42
.86 90 97
42 43 46
345 339 333
-.07 —-.01 .01
.92 98 1.06
.09 14 .19
00 .00 01
84 .84 88
40 42 43
44 42 44
413 454 488
1,813 2,012 2,135

89.56

10.39

1985

8988
56.03
17.88
20.99
13.47
25.58
14.60
10.00

.98

5.46
2.81
85.49

85.21
17.64

6.82
13.15
47.61

4.13
1.07
18.64

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks, 1981-85—
Continued!

D. Nine money center banks

[tem 1981 1982 1983 1984 1945
Balance sheet items as a percent
of average consolidated asscts

Interest-carning assets .................ov... §0.63 §2.19 81.56 81.14 80.32

Loans ... ..o i 59.14 62.27 62.93 63.66 61.85
Commercial and industrial............... 30.21 32.34 32.31 31.78 29.35
Realestate. .........oovevn e, 8.62 9.16 9.22 9.82 10.49
CONSUMECT .o v e 4.50 4.61 4.72 5.28 5.78

SECUNIES ..o ey 6.48 5.96 6.39 6.68 7.20
U.S. government ...l 2.77 2.37 2.60 2.33 2.22
State and local government.............. 2.39 2.37 2.49 2.90 3.14
Other bonds and stocks ................. 1.32 1.23 . 1.30 1.45 1.84

Gross federal funds sold and

reverse repurchase agreements. . ..., .. 2.11 2.50 2.52 2.51 3.55

Interest-bearing deposits ............ ... 12.90 11.45 9.72 8.29 71.72

Deposit tiabilities . ... 75.37 73.69 72.18 72.08 70.91
In foreign offices ... 39.86 39.99 37.93 35.21 35.42
In domestic offices...............o il 35.51 33.70 34.25 36.88 35.49

Demand deposits ... 15.06 11.28 11.43 11.83 12.01
Other checkable deposits................ .83 1.06 1.19 1.24 1.31
Large time deposits..................... 12.95 13.75 10.55 10.62 8.27
Other deposits ..........covvii . 6.68 7.61 11.08 13.20 13.90
Gross federal funds purchased
and repurchase agreements .. .......... 7.23 7.27 7.86 7.42 7.59
Other borrowings. .............coooiia.. 4.54 4.75 5.12 5.34 6.46
Memo: Moncy market fiabilities.............. 64.58 65.76 61.46 58.58 57.74
LOsSs TESEIVeS oo vnn v i 49 54 .59 69 .84
Effective interest rate (percent)

Rutes carned

Securities. . ....... ... e 9.89 9.73 9.56 9.72 9.17
US. government ... 10.97 10.81 11.92 11.58 11.51
State and local government ................ 7.55 7.46 6.33 7.61 6.41
Other bonds and stocks ,.................. 11.99 11.93 11.46 11.10 11.38

Loans, gross 17.32 15.47 12.64 13.85 12.38
Net of loss provisi 16.62 14.63 11.75 12.97 11.06

Taxable equivalent
SCCUTtes . ..o 12.46 12.36 11.86 12.58 11.57
Securities and gross loans ............ ..., 16.56 14.94 12.32 13.73 12.29

Rates paid .

Interest-bearing deposits ...l 15.94 13.95 10.23 11.06 9.41
Large certificates of deposit ............... 16.64 14.47 8.96 10.70 8.97
Deposits in foreign offices ............. ..., 17.12 14.89 10.77 12.90 10.55
Other deposits ........ ...l 9.97 10.15 10.02 7.83 7.40

All interest-bearing labilities. ................ 16.06 13.84 10.56 11.53 9.76

Income and expenses as a percent
of average net consolidated assets

Gross interest income........covenvve.n.. 12.55 11.63 9.40 10.22 9.10

Gross interest eXpense .....o.ovvneniniea.L, 10.45 9.29 7.00 7.84 6.74
Netinterest margin..........oooooiouo.. 2.10 2.34 2.40 2.38 2.36

Taxable equivalent ..................... 2.25 2.49 2.53 2.83 2.93

Noninterest income.............ocooiuiein.. .98 1.05 1.12 1.42 1.75

LOSS PrOVISION .. .ovvvviie e 21 .30 .36 .50 .74

Other noninterest expense 1.99 2.25 2.34 2.54 2.71

Securities gains or losses (=) ....... ... ... —.05 -.06 0l .02 06

Income before tax .................coo .83 a7 .84 78 71
Taxes o .o .30 24 .30 .26 .26
Extraordinary items ............ ..o 00 .01 .00 00 00

Netincome ................ 53 53 .54 52 45
Cash dividends declared 22 23 27 .24 25
Net retained income ...l 31 .30 .26 .29 21

MEMO - ST s s s : o

Average assets (billions of dollars) ........... 538 564 582 594 623

Numberof banks.................... ..., 9 9 9 9 9

1. See notes to tables in the text.
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A.2. Portfolio composition, interest rates, and income and expenses, insured commercial banks, 1981-85—
Continued!

E. Large banks other than moncey center banks

[tem 1981 1982 1983 1984 1985

Balance sheet items as a pereent
of average consolidated assets

84.62 85.24

Interest-carning assets ...........c.ovvevonnos 82.33 84.19 84.77
Loans ... i 55.33 56.52 56.07 57.78 58.90
Commercial and industrial e 22.42 23.70 23.15 2319 22.98
Realestate.................. o 13.02 13.25 13.25 13.74 14.61
COnSUMET ..o e 9.02 8.68 8.88 10.31 11.54
SECUTities . ..o vi e {4.00 13.43 14.28 14.81 15,90
U.S.government . ..ooovvenvnniiiiean 6.14 5.91 7.04 7.35 7.32
State and local government . ............. 7.35 6.97 6.58 6.71 7.70
Other bonds and stocks ................. 51 .54 .66 s 88
Gross federal funds sold and
reverse repurchase agreements. . ... .. 3.68 4.09 4.20 4.01 4.10
Interest-bearing deposits ... ... 9.32 10.15 10.21 8.02 6.35
Deposit labilities .............. ... . 73.89 73.07 73.43 73.77 73.50
Inforeignoffices ............c.ooviini... 14.01 13.85 13.03 10,77 9.39
In domestic offices. . ......... ..o 59.89 59.22 60.40 62.99 64.1)
Demand deposits ... 22.02 18.89 18.21 18.37 18.13
Other checkable deposits. . ......... 2.21 2.92 333 3,68 4.00
Large time deposits................ e 16.75 16.75 13.84 13.65 12.53
Other deposits ... n 18.90 20.66 25.02 1.9 29.44
Gross federal funds purchased
and repurchase agreements 11.84 12.39 12.05 11.68 11.84
Other borrowings...................... . 2.94 2.92 3.23 3.29 3.77
Memo: Money market liabilities. ............. 45.53 45.91 42.16 39.39 37.53

LOSS TCSCIVES .o vvvr i .60 .65 70 78 8S

Effective interest rate (percent)

Rates earned

SCCUTIICS . v e vt e " 8.74 9.17 9.16 9.42 8.78
US.government ....oovvininiiniiin 10.64 11.12 11.18 11.13 11.17
State and local government ... 6.96 7.24 6.95 7.36 6.50
Other bonds and stocks ................... 12.11 12.66 10.84 11.46 11.03

LOAAS, GUOSS 000t iieeananes 16.80 15.08 12.29 13.37 12.06
Net of loss provision. ..., 1598 13.92 10.99 12,11 11.00

Taxable equivalent
SECUTIHES . oo 11.60 12.09 11.66 12.06 11.51
Securities and gross loans ........... ... ... 15.55 14.31 12.00 13.10 11.94

Rates paid

Interest-bearing deposits ... ..o 13.92 12.20 9.09 9.73 8.34
Large certificates of deposit ............... 16.88 14.17 8.83 10.52 8.78
Deposits in foreign offices ................. 17.98 14.84 9.48 12.04 9.62
Other deposits oo ... 9.54 9.66 9.08 8.71 7.85

All interest-bearing liabilities. ................ 14.55 12.28 9.24 10,04 8.34

Income and expenses as a percent
of average net consolidated assets

Gross terest inCome . .. ovvvvv v vneannn. 11.95 11.06 9.19 9.89 9.04

Gross Interest eXpense ..ot eviaunis 9.02 8.00 6.17 6.76 5.73
Net interest margin . ...o.ovvveivivnneenns 2.94 3.06 3.02 3.13 3.31
Taxable equivalent .................. ... 3.31 3.42 335 3.56 3.80
Noninterest income . . o..vooviineeininneen 1.00 1.09 1.19 1.34 1.42
Loss provision ... .29 46 .56 64 .56
Other noninterest expense 2.79 2.97 3.01 3.14 3.26
Securities gains or losses (=) ..., ... . ... -.10 -.07 —.01 -.02 .05
Income before tax ............ oo .76 .65 .63 67 95
TaAXCS o 10 .05 10 16 20
Extraordinary items ............ ... .00 .00 .00 Kill .02
NEtINCOME ..ot it eee e e .66 .60 54 .53 77
Cash dividends declared. .................. 30 29 .29 27 .29
Net retained income ............ oo 37 31 25 25 49
Mimo
Average assets (billions of dollarsy ........... 668 759 350 953 1,057
Numberof banks........................... 195 220 243 263 290

1. See notes to tables in the text.



Industrial Production

Released for publication July 15

Industrial production decreased an estimated 0.5
percent in June after having declined 0.4 percent
in May and having increased 0.6 percent in
April. About one-half of the June decrcase was
related to strikes affecting the output of busincss
equipment, construction supplies, and durable
materials; the remainder reflected declines

among a wide variety of products and materials,
with only autos and transit cquipment showing
any significant gain. Industrial output in the
second quarter dropped about 3 percent at an
annual rate from the preceding quarter. At 124.1
percent of the 1977 average, the total index was
slightly below that of a year carlier.

In market groups, output of durable consumer
goods edged up in June after having declined 2.4
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6

1977 = 100
Group 1986

May June
Total industrial production ......... 124.7 124.1
Products, total ...l 132.6 131.8
Final products................... 131.9 131.2
Consumer goods. .............. 123.9 23.7
Durable ................... 113.4 113.5
Nondurable ............ ..., 127.8 127.5
Business equipment. ........... 139.6 138.0
Defense and space........... .. 179.5 179.7
Intermediate products............ 134.9 134.0
Construction supplics . ......... 124.3 123.0
Materials ......................... 113.9 113.4
Manufacturing. . 128.6 127.9
Durable. . .... 127.8 126.7
Nondurable . ... 129.7 129.6
Mining ........... . 100.4 98.9
Utilities. . ..ocovviove e 111.6 112.0

Feb.

Percentage change from preceding month Percentage
cTom T o oo T change,
1986 June 1985
R - - to June
l Mar. ] Apr. ] May \ June 1986
Major market groups

-9 .6 -4 ~.5 -2

-7 8 .4 -.6 2

-1.0 9 -.5 ~.6 -3

-5 1.6 -4 ~-.1 2.8
-2.9 2.8 -2.4 . 1.4

3 1.2 2 -2 3.3

-1.4 8 -4 -1.1 -1.9

1.0 N 4 R 1.6

0 7 .0 -7 2.0

0 .5 A -1.0 3.2

-1.3 4 -5 -4 -.8

Major industry groups

~.7 N -.2 -5 1.0
-1.0 v —.6 —.8 -7

~.1 8 3 .0 3.3
—-2.5 —-.5 -1.7 -1.5 ~10.6
~.2 .6 —1.1 3 -1.3

Note. Indexes are scasonally adjusted.

percent in May. Autos were assembled at an
annual rate of 8.0 million units in June, up from a
rate of 7.6 million in May. Output of nondurable
consumer goods was virtually unchanged again
and has, on average, changed little since last
December. Production of home goods weakened
further and in June was about S percent below
the December high; appliance output has fallen
especially sharply. Production of business equip-
ment declined about 1 percent in June, with
reductions in all major categories except transit
equipment. Within the business cquipment
group, the largest drop last month was for output
of commercial equipment, which reflected a
strike-related decline in communication equip-
ment. Output of defense and space cquipment
edged up in Junc after a gain of 0.4 percent in
May.

Production of construction supplies declined

1.0 percent, owing in part to a strike in the
lumber industry. In June, output of materials fell
about Y2 percent, with durable and energy mate-
rials reduced further. Qutput of metals, in particu-
lar, was weak—exacerbated by a strike-related
reduction in aluminum production. Qutput of
nondurable goods materials was unchanged, but
remained about 4 percent higher than it was a
year earlier.

In industry groups, manufacturing output in
June declined 0.5 percent, as durables fell 0.8
percent and nondurables were unchanged. Out-
put at mines decreased 1.5 percent in June fol-
lowing a similar decline the preceding month. Qil
and gas well drilling, which has accounted for
most of the loss in mining output in 1986, de-
clined further in June, but less rapidly than in
preceding months. Utilities output rose 0.3 per-
cent following a decrecase of 1.1 percent in May.
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Statement by Paul A. Volcker, Chairman, Board
of Governors of the Federal Reserve System,
before the Committee on Banking, Housing, and
Urban Affairs, U.S. Senate, July 23, 1986.

1 appreciate the opportunity to report once again
on the conduct of monetary policy. I would first
like to place that matter in the larger context of
the performance of the U.S. and the world
cconomy.

As you know, there have been marked con-
trasts in the economic performance of different
scctors and regions of this country. Consumption
has been strongly maintained, and there have
been large increases in employment in the broad
service scctor. Housing is being built at a high
ratc. But industrial activity and business invest-
ment, which had leveled off last ycar, have
declined over the last six months, and the agri-
cultural and encrgy industries are under strong
pressure. As a consequence, activity in some
areas of the country has advanced rather strong-
ly, while severe adjustments are taking place in
the energy and agricultural belts.

The net result is that the overall cconomic
growth rate in the United States moderated to
about 3 percent through 1985 and early 1986, and
apparently slackened further in the second quar-
ter of this year. Moreover, growth in other major
industrialized countries remained slower than in
the United States during 1985 and the carly part
of this year.

Throughout this period, sizable increascs in
employment have continued in this country; the
unemployment rate has remained generally at a
little more than 7 percent; and, relative to the
size of the working age population, more pcople
are employed than ever before recorded. In
Europe, unemployment has also remained rela-
tively stcady, but at much higher levels.

After more than three years of economic ex-
pansion, the process of disinflation has contin-
ued, reinforced for the time being by sharply

lower prices of oil, by far the most important
commodity. With industrial prices steady, the
average level of wholesale prices has been de-
clining here, and cven faster in key countries
abroad whose currencics have been sharply ap-
preciating relative to the dollar. Interest ratcs
here and abroad have also declined appreciably,
reflecting both the sense of progress against
inflation and the fact that growth has been pro-
ceeding well within capacity restraints.

The large decline in U.S. interest rates and the
sharply higher stock market over the past year
suggest that the cost of capital has declined. The
fall in oil prices has hclped bolster the real
income of consumers. Meanwhile, the substan-
tial depreciation of the dollar has placed our
industry in a decidedly better competitive posi-
tion vis-a-vis other industrial countrics. As many
have suggested, these underlying forces should
help sustain an economic expansion that has
already lasted longer than most.

But I would be remiss in failing to emphasize
much less satisfactory aspects of the U.S. and
world economic situation, There can be no evad-
ing the fact that some fundamental economic
adjustments must be made within our economy
in the months and years ahcad.

The clear challenge is to find the ways and
means to work through those adjustments in a
context of sustained growth while also consoli-
dating and retaining the progress toward price
stability. The conduct of U.S. monetary policy is
obviously relevant to that process. But that
single policy instrument cannot itself provide the
answer. Complementary approaches in the fis-
cal, trade, and other policies of this country, and
in the approaches of other countries, will be
required as well. The hard fact is that, while the
need for complementary actions to achieve the
neccessary adjustments in the United States and
world economy scems to be more widely recog-
nized, progress in coordinating action toward
those aims has been limited.
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DISEQUILIBRIUM IN THE
INDUSTRIAL WORLD

Some obvious imbalances have developed in the
cconomices of the industrialized world. That de-
velopment is evident most of all in the enormous
deficit in our external trade and current accounts
and in the counterpart surpluses of a few other
countries. Unless dealt with effectively and con-
structively, growing market and political pres-
sures will, sooner or later, incvitably have much
more disturbing consequences.

The problem first clearly emerged some time
ago. The powerful thrust of the strong U.S.
economic expansion in 1983 and 1984 had spilied
out abroad in the form of sharply rising imports,
aided and abetted by the exceptional strength of
the dollar internationally. There were, for a
while, benefits on all sides. At a time of slack
demand at home, exports to us helped Europe
and Japan to restore and maintain their growth.
The United States also absorbed a disproportion-
ate share of the necessary external adjustment
efforts by the heavily indebted countrics of Latin
America. Those countries have sharply curtailed
their imports since 1982, and they have become
more competitive in markets for manufactured
goods.

At the same time, the United States began to
be the recipient of a growing flow of capital from
abroad. That inflow, which pushed the dollar so
high in the exchange markets until carly 1985,
had the practical effect of relieving potential
pressures on our internal financial markets even
in the face of the massive and growing federal
deficit. Consequently, private investment and
construction could expand. At the same time, the
competitive pressure from imports encouraged
strong cost-cutting and productivity efforts in the
industrial sector. That has been one powerful
factor accounting for the near stability of prices
of manufactured goods over the past year or
more.

We cannot, however, build a lasting founda-
tion for sustained growth and stability on mas-
sive international discquilibrium—huge and ris-
ing trade deficits in the United States and
counterpart surpluses abroad. Nor can we count
on satisfying indefinitely so many of our own
needs for capital by drawing so heavily on the

savings generated elsewhere in the world—sav-
ings that have been so freely available in part
only because internal growth in Europe and
Japan has been relatively slow.

Today the imbalances and strains are clearly
showing. The forward momentum of our econo-
my has been sustained almost entirely by con-
sumer spending and housing construction, both
of which have been accompanied by unsustaina-
bly heavy borrowing. Savings meanwhile have
remained at a relatively low level, even by past
U.S. standards. For more than a year, industrial
production in the United States has not grown
appreciably, and there has been some decline in
1986. The pace of business investment has slack-
encd.

Some of the relative weakness in industrial
output and investment over the past six months
can be attributed to temporary factors and to
developments peculiar to the United States. For
instance, some investment orders were speeded
up late last year in anticipation of tax reform, and
the debate on the nature of that reform has
apparently led to some deferral of ordering this
year. The boom in spending for computers has
subsided, and commercial construction, in re-
sponse to large and growing vacancies of office
space, is predictably declining. Probably much
more important in recent months have been very
sharp cutbacks in domestic oil exploration and
investment, driving energy-producing states into
recessionlike conditions and affecting production
of steel and equipment elsewhere as well.

But a large part of the difficulty stems from the
continuing imbalances in the world economy. On
the average, growth rates in major European
economics and Japan were about % percent less
than the reduced growth path of the United
States during 1985 and the first quarter of 1986.
However, the more disturbing contrast lies in the
source of that growth.

In the United States, the rate of growth in
domestic demand, while slowing in the third year
of expansion, continued to average about 3%
percent through that period. Domestic demand
growth in the industrialized countries of Europe
and Japan was significantly less—about 2V2 per-
cent. In the early part of this year, when their
exports slackened, those countries did not grow
at all.
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The plain implication is that our overall GNP
growth rate was reduced by continuing deteriora-
tion in our trade and current account balances.
With our current account deficit reaching a re-
cord annual rate of $135 billion in the first quarter
of this year, industrial production and invest-
ment were restrained. Mcanwhile, foreign sur-
pluses continucd to build through much of the
period, and as their exports have slowed, inter-
nal demand has not yet, in most of those coun-
tries, picked up the slack.

Prospects for investment and for manufac-
turing activity in the United States are heavily
dependent on an improved trade outlook. The
sharp decline in the dollar since its peak in early
1985 should help set the stage for such an im-
provement. There is evidence that U.S. produc-
ers find themsclves in a stronger competitive
position. However, the deterioration in actual
trade in manufactured goods has slowed little.

The decline in the dollar is both relatively
recent and from a very high level so that the
absence of a stronger response in trade so far is
not entirely surprising. What is of concern is that
the domestic markets of our major industrial
competitors have remained so sluggish, raising a
question as to thc buoyancy of the markets for
our exports and of their own growth prospects.

You are well aware that the present imbalance
among industrial countries is reflected in strong
protectionist pressures in the United States. Yet,
as the President has so strongly emphasized, to
abandon our tradition of relatively open markets
would surcly be to invite an unravelling of the
international trading order. We would then have
less trade and more inflation. With that develop-
ment, prospects for sustained growth both here
and abroad would clearly be placed in jeopardy.

I know of the complaints about ‘‘unfair’’ trad-
ing practices of other countries. We need to deal
with them energetically. But I also know the
clear lesson of experience is that a protectionist
retreat by the United States, the world’s leading
economic power, would invite recrimination and
escalation. Certainly, the most effective and
promising avenue for dealing with the trade
complaints on all sides will be in the planned
round of multilateral trade necgotiations rather
than in a tit-for-tat process of mutual retaliation.

Moreover, I believe it is demonstrable that, as

a matter of relative importance, much more
fundamental imbalances in the world economy
than unfair trading practices are responsible for
the present pattern of trade deficits and surplus-
es. Those underlying imbalances can only be
dealt with by complementary economic policics,
not by protectionism.

Quite clearly it is in no one’s interest—neither
the United States nor other countrics—that we
scek better balance in our external accounts by
deliberately restraining further our own growth
rate. But it is also true that as things now stand,
stronger domestically generated growth in the
United States will not reduce the international
imbalances. Taken alone, it would aggravate our
trade deficit further, posing an even more diffi-
cult adjustment problem later.

As I suggested, the recent changes in the
cxchange rate can help us to escape that dilem-
ma—they should work to improve our trade
position and to reduce the surpluses of others. In
fact, faced with a combination of appreciating
currencies and slower growth in overscas mar-
kets, exporters in both Japan and some Lurope-
an countries are expericncing reduced profits
and more sluggish orders from abroad. However,
in the abscnce of offsetting internal sources of
expansion, those same pressures could dampen
their own prospects for growth.

That possibility is onc of several reasons why
we should not rely on exchange rate changes
alone to produce the necded international adjust-
ments in the world economy. Over a number of
years, we in the United States will certainly need
to shift more of our resources into exports and
into recovering domestic markets in which im-
port penetration has been so high. That shift,
very broadly, implies relatively more growth in
manufacturing; relatively less growth in services,
in government spending, or in other sectors; and
more savings and less borrowing, For some of
the rest of the world, the opposite shift will nced
to be at work—Iess reliance on exports and more
on domestic sources of growth.

Much still needs to be done to case the way for
those adjustments. For onc thing, we in the
United States are not prepared for a really large
improvement in our trade balance. Our financial
markets remain dependent on the large capital
inflows from abroad that are a nccessary coun-
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terpart of our trade and current account deficits.
Moreover, taken by itself, depreciation of our
currency in an effort to redress the trade deficit
poses a risk of renewed inflation.

Only as our huge federal deficit is cut can we
comfortably contemplate less borrowing abroad
and provide assurance against renewed inflation.
Put another way, in a growing economy, reduc-
tions in the federal deficit will be necessary to
releasc the real and financial resources necessary
to improve our trading position in a way consis-
tent with rising investment.

In a few foreign countrics, such as Germany,
some signs of stronger internal growth have
appeared in recent months. But such signs are far
from uniform among key countries abroad, and
most projections of their growth for this year
have been lowered, not raised, as exports have
slowed.

With rising currencies and falling oil prices,
some of those countrics after years of effort have
now successfully achieved virtual stability in
consumer prices. Morcover, their wholesale
prices have declined sharply and arc appreciably
lower than they were a year ago.

All of us—and certainly this central banker—
can appreciate the importance of maintaining a
broad framework of stability and appropriate
financial disciplines to sustain that progress.
What is at issue for some countries is their ability
to achieve and maintain vigorous internal growth
at a time of high unemployment and ample
resources as cxternal stimulus fades away, as it
must if international equilibrium is to be re-
stored. The appreciation of their currencies and
the strong deflationary influences of low oil and
other commodity prices would appear to offer a
prime opportunity for reconciling those goals of
domestic growth and stability.

THE INTERNATIONAL DEBT PROBLEM

Four years after the international debt problem
broke into our collective consciousness in 1982,
when Mexico abruptly lost access to internation-
al credit markets, that threat to our mutual
prosperity remains. The renewed difficulties of
the oil-producing countrics today should not,
however, obscure the progress that has been

made. Collectively, the heavily indebted coun-
tries of Latin America and elsewherce have made
an enormous effort to adjust their external ac-
counts; in fact in 1984 and 1985 they were in
rough current account balance, in contrast to an
aggregate deficit of about $50 billion in 1982.

To be sure, that effort for a time was accompa-
nied by sharply lower imports, recession, and
lower standards of living as these countries
brought their spending more in line with their
internal resources. But it is also (rue that many of
those countries are again growing, in some cascs
with vigor, as is the case with the largest single
debtor, Brazil. Helped by the reduction in world
interest rates, cxternal interest burdens have
been reduced appreciably in some countries rela-
tive to exports or other measurcs of capacity to
pay. A number of Latin American countries have
also made striking progress in dealing with in-
grained inflation for the first time in many years,
in the process gaining political support. There
has becen considerable, if uncven, progress to-
ward liberalizing their economic structures in
ways that should encourage more growth and
productivity over time.

In the midst of this progress, the sharp decline
in oil prices over the past six months has had an
enormous adverse impact on the oil-cxporting
heavily indebted countries—Veneczuela, Nigeria,
Ecuador, and Mexico. At current oil prices, for
instance, Mexico would losc about a third of its
1985 exports, perhaps as much as 15 percent of
its government revenucs, and the equivalent of
some 5 percent of its GNP. Incvitably, that
situation poses a new and a severe challenge for
Mexico—a challenge that will require strong new
efforts to make the nccessary economic adjust-
ments and to improve the structure of their
economy. There is no large cushion of external
reserves to buffer the shock. Consequently, a
large amount of financial resources will have to
be marshalled from abroad to help case the
transition, to maintain continuity in debt service,
and to provide a solid base for renewed growth.

That combination of adjustment, structural
change, and appropriate financing is, indeed, the
essence of the approach announced by the Mexi-
can government earlier this week. In cooperation
with the IMF and the World Bank, Mexico is
undertaking a wide range of efforts to deal with
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both its short- and its longer-range economic
problems. To my mind, their efforts, in the midst
of crisis to move toward a more open, competi-
tive economy, are particularly encouraging.
They have joined the General Agreement on
Tariffs and Tradc (GATT), import restrictions
arc being rationalized and liberalized, a good
many state-owned enterprises are being made
available for sale (or, if too incflicient, shut
down), subsidies are being reduced and eliminat-
ed, and procedures for approving foreign invest-
ment are being eased. If carried through effec-
tively, those measures promise to work toward
fundamental improvement in the efficicncy, com-
petitiveness, and creditworthiness of the Mexi-
can economy, thereby enhancing prospects for
longer-term growth.

Today, that country is in recession. But the
program clearly contemplates cconomic recov-
ery in 1987 and 1988. Certainly, sizable amounts
of financing from abroad will be required to
support that effort. About half of that financing
can be committed by the IMF, the World Bank,
and the Inter-American Development Bank. But
Mexico is calling upon commercial banks, with
so much already at stake, to play a large role as
well,

In assessing that situation, I would note that
the Mexican exposure of commercial banks ap-
pears not to have increased for some 18 months.
Indeed, there has been little net new lending to
Latin America as a whole over the past ycar,

Taking the entire period since mid-1982, the
exposure of American banks to the heavily in-
debted countries of Latin America relative to
their capital has declined appreciably. That ratio
fell from about 120 percent of the capital of
lending banks to less than 75 percent at the end
of last year, a decline of 38 percent. No doubt,
there has been a further reduction by now.

Those exposures, in relative terms, arc actual-
ly considerably less than they were in 1977, when
the data were first collected. For some time, the
pace of lending has, in fact, been well below that
contemplated by Secretary Baker when he set
out a framework for a growth-oriented approach
toward the international debt problem at the IMF
meetings last autumn,

That initiative—essentially contemplating a
combination of strong adjustment ecfforts and

structural reform by the indebted countries with
reasonably assured financing by international
institutions and private banks—is now being
tested. It is being tested in difficult circum-
stances not forcseen at the time—the sharp break
in oil prices. But the basic community of inter-
ests among borrowers and lenders—and the
world at large—in a coherent, cooperative ap-
proach is as strong as ever.

The debtor countries themselves have an enor-
mous stake in maintaining their creditworthiness
and in sccking solutions in the framework of
open, competitive markets. We all have a strong
interest in international financial order—even
more when there are other points of strain in the
banking system. And, of course, relationships
beyond the purely cconomic are at stake, for the
United States most of all.

The challenge is large, but with cooperation,
also manageable. Indeed, the same oil price
decline that has undermined the budgetary and
trading position of Mexico and other large oil
exporters has relieved the pressure on those who
are importing oil. Interest rates have declined. A
number of borrowing countrics will require sig-
nificantly less, rather than more, financing than
the financing that was contemplated a year ago.
Given the enormous progress that was made in
adjusting cxternal positions, most of the borrow-
ers can look toward morc balanced expansion in
their imports and exports as they grow—among
other things, providing renewed opportunitics
for American cxporters.

But I must also emphasize one essential ingre-
dient for success beyond the capacity of the
indebted countrics to manage. Only a stable,
growing world economy, with markets open to
the developing world, can provide an environ-
ment that is conducive to economic ¢xpansion,
more normal intercst rates, and orderly debt
service by the borrowers. That ingredient is
plainly the responsibility of the industrialized
world alone. It is one of the reasons why we must
collectively deal with the obvious imbalances
among us.

MONETARY POLICY IN 1986

Thesc larger issues were the background against
which the Federal Reserve has conducted mone-



640 Federal Reserve Bulletin (7 September 1986

tary policy in 1986 and reviewed its objectives
for growth in money and credit this year and
next. The results of the review by the Federal
Open Market Committec (FOMC) of target
ranges for money and credit for 1986 and tenta-
tive ranges for 1987 were discussed in the Hum-
phrey-Hawkins report that was published and
sent to the Committee at the end of last week.
That report also sets out projections for real
activity and prices by FOMC members and Re-
serve Bank presidents.

As indicated in the report, the posture of
monctary policy remained broadly accommoda-
tive over the past six months. The discount rate
has been reduced in three steps this year 172
percent, in part responding to and in part facili-
tating declines in short-term interest rates of
similar magnitude. Long-term interest rates also
moved lower, extending the sharper drops in the
second half of last yecar. The general structure of
interest rates is now as low as at any time since
1977. .

The reductions in intcrest rates in 1985 and
1986 have clearly helped support the more inter-
est-sensitive sectors of the economy, reflected in
part in the highest level of housing starts since
the late 1970s. The declines have also helped
easc the debt scrvicing costs of businesscs, farm-
crs, developing countries, and the U.S. govern-
ment itself.

On the other side of the ledger, as interest
rates have declined, the rate of growth in debt
has remained at disturbingly high levels, al-
though there arc at least faint signs of a slacken-
ing in the rate of debt creation after a burst
around the turn of the year. The declines in
interest rates also clearly helped induce the gen-
eral public to increase its holdings of its most
liquid asscts, including demand deposits and
negotiable order of withdrawal (NOW) accounts
included in the narrow mecasure of the money
supply, M1. That rcaction was undoubtedly am-
plified by the fact that interest is paid on NOW
accounts, which arc now the favored form in
which transaction balances arc held by individ-
uals. With interest rate spreads currently quite
narrow between NOW accounts and other liquid
assets, those accounts no doubt have served
increasingly as a repository for liquid savings as
well as for moncy held for transaction purposes.

Similarly, there are some indications of a
greater willingness of businesses to hold demand
deposits at a time of lower interest rates, partly
because, with interest rates down, a larger bal-
ance is nccessary to compensate banks for a
given amount of services. To some extent, an
cnvironment of more stable prices may also be
encouraging larger moncy holdings.

None of that was predictable with any preci-
sion, and the rate of growth in M1, which ran at
almost 13 percent over the first half of the year,
was far above the FOMC’s target range. Action
to restrain that growth within the target range—
which would have required reducing the provi-
sion of reserves and a significant increase in
pressures on bank reserve positions—was not
deemed desirable in the light of other important
considerations.

One of those considerations was that growth in
the broader measures of money—M?2 and M3—
remained well within their respective target
ranges of 6 to 9 percent, ending the second
quarter closc to their midpoints. That fact and
other evidence suggested that much of the
growth of M1 reflected a shifting of the composi-
tion of liquid asscts rather than excessive, and
potentially highly inflationary, money creation.
That judgment was, of course, reinforced by the
moderate rate of growth for the economy over
all, the absence of indications of a strong accel-
cration as the year progressed, evidence of great-
er stability in prices of manufactured goods, and
declining commodity prices.

In looking ahead, the Committee decided to
rctain the existing ranges of 6 to 9 percent for M2
and M3 this year. The range of 3 to 8 percent that
was set for M1 early in the year was not recali-
brated because of the uncertaintics as to the
behavior of that aggregate at present. Certainly
the inflationary potential of excessive money
growth remains a matter of concern. But in
current circumstances, the Committec decided
that the significance of changes in M could only
be judged in the context of movements in the
broader aggregates, and against the background
of movements in interest rates and the economy
generally. Taking account of those factors,
growth in excess of the target established at the
start of the year will be acceptable.

In circumstances of greater economic, price,
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and interest rate stability, more predictable rela-
tionships between M1 and the economy may
reemerge over time, although the trend of Ml
velocity—the ratio between GNP and M1—will
likely be different than it was earlicr in the
postwar period. However, a firm conclusion
concerning the nature and stability of futurc
velocity characteristics may take years of experi-
ence in the new institutional and economic set-
ting. For the time being, in looking to next year,
the Committee sct out a highly tentative range of
M1 growth of 3 to 8 percent on the assumption
that velocity changes will be within the range of
most postwar expericnce. However, that judg-
ment—and indeed the weight to be given any M1
range for 1987—will be carcfully reviewed at the
start of next year,

The tentative 1987 ranges for M2 and M3 were
lowered V2 percentage point to 5% to 8% percent.
That modest reduction, consistent with the long-
term objective of achieving a rate of monetary
growth compatible with price stability, is judged
to be entirely compatible with a somewhat great-
er rate of economic growth next ycar, provided
that growth is not accompanicd by a marked
increase in inflationary pressures.

The actual price statistics for some months
have, of course, reflected the precipitous drop in
the price of oil, and consumer prices have
dropped slightly this year. But cqually clearly,
the price of oil will not continuc falling so fast,
and at some point could well risc again. More
predictably, the large depreciation of the dollar
will bring in its wake an increase in import prices
of manufactured goods. That impact has been
moderated so far by the narrowing of the earlier
wide profit margins of many of those exporting to
us and by the availability of imports from devel-
oping countries, few of which have had any
appreciable appreciation of their currencies vis-
a-vis the dollar.

The rate of increase in costs of housing and of
many services, which accounts for a large pro-
portion of the economy, has decelerated little if
at all in recent years. With demand strong,
measured productivity gains limited, and com-
pensation increases in service occupations con-
tinuing to average 4%2 percent or more, those
arcas continue to lend a chronic inflationary bias
to the general price level.

Those underlying forces are reflected in the
projection of FOMC members and Reserve Bank
presidents that the overall inflation rate is likely
to be somewhat higher next year. That prospect
underscores the need for vigilance in the conduct
of monetary policy. We want to assurc mainte-
nance of the remarkable progress toward stabil-
ity as the cconomy grows more strongly and as a
large amount of resources are shifted back to
manufacturing industrics as our trade balance
improves. Without such assurance, there would
be no firm basis for expecting the level of interest
rates to remain for long at lower levels or to
decline further.

In looking toward growth in the range of 3 to
3%, percent next year, considerable emphasis
was placed by Committee members on the poten-
tial contribution to that growth of a stronger
trade balance. As I emphasized carlicr, that shift,
if it is to take place in the context of sustained
and stronger world growth, will require appropri-
ately complementary policies here and abroad.
Significant progress toward dealing with our own
budget deficit scems to me a key ingredient in
that overall policy “‘mix.”

The timing of another important domestic poli-
cy instrument—discount rate cuts—has been in-
fluenced by international financial and exchange
rate considerations. A substantial realignment of
the cxcessively strong dollar exchange rate has
been a necessary and constructive part of achicv-
ing the necessary adjustment in external trade.
But there are clear dangers in placing ¢xcessive
weight on that approach.

History demonstrates all too clearly that a kind
of self-reinforcing cascading depreciation of a
nation’s currency, undermining confidence and
carrying values below cquilibrium levels, is not
in that nation’s intercst or that of ity trading
partners. Among other things, such a movement
of the dollar now could transmit strong inflation-
ary pressures to the United States and inhibit the
free flow of capital from abroad at reasonable
interest rates, Moreover, other countrics would
find it morc difficult to sustain their forward
momentum.

In the light of all these considerations, the
discount rate reductions in March and April were
timed to coincide with similar changes by one or
more other key countrics, minimizing any impact
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on the exchange markets and consistent with the
desirability of some reduction in intercst rates in
the industrialized world generally.

SOME LESSONS OF RECENT EEXPERIENCE

Expericnce over the first half of 1986 under-
scored the difficulty—I would say the impossibil-
ity—of conducting monctary policy in current
circumstances according to one or two simple,
preset criteria. For instance, the rapid growth of
debt and M1 clearly bear watching becausc of the
potential for aggravating the vulnerability of the
financial structure to adversity and because of
the inflationary potential. However, the weight
of the evidence strongly suggests that M1 alone
during this period of cconomic and institutional
transition is not today a reliable measure of
future price pressures (or indeed a good short-
term ‘‘leading indicator’” of business activity).
The more restrained performance of the broader
aggregates, as well as the performance of the
economy and prices themselves, point in a differ-
ent direction.

At the same time pressures on the oil industry,
agriculture, and parts of manufacturing and the
more general disinflationary process are reflect-
ed in strains on some depository institutions.
Those strains emphasize the importance of deal-
ing with factors more directly under the control
of lenders themselves: excessive leveraging of
borrowers and loose credit standards. A broad
array of approaches by the supervisory and
regulatory authoritics has been necessary to deal
with the particular points of pressure in a manner
consistent with the stability of the entire fabric of
financial institutions and markets,

The present situation certainly makes cven
more pointed the neced to provide a stronger
sense of legislative direction about the cvolution
of the financial system over time. There are also
urgent specific pieces of legislation before you to
permit the Federal Deposit Insurance Corpora-
tion and the Federal Rescrve to facilitate inter-
state acquisitions of failed or tailing banks and to
supplement the resources of the Federal Savings
and Loan Insurance Corporation.

The difficulties of some financial institutions
are onc specific example of cconomic problems
that cannot be effectively dealt with by monetary
policy alone. Indecd a strength of monetary
policy 1s that it can respond flexibly to changing
circumstances. But it is equally true that a single,
broad-brush policy instrument cannot, at one
and the same time, be called upon to stimulate
the economy, protect the dollar, restrain exces-
sive debt creation, and shift resources away from
consumption and back into investment, manu-
facturing, and exports—as desirable and impor-
tant as all those goals may be.

Events of recent years have also heavily un-
derscored how cumbersome fiscal policy can be,
and the difficultics of achieving political consen-
sus on such matters as tax reform and the
appropriatc legislative framework for financial
institutions. On an international scale, achieving
conscnsus on appropriate action can be still more
difficult.

We have nonctheless come a long way toward
restoring growth and stability in this decade. But
my sensc is that all that progress is in growing
jeopardy unless we act—we in the United States,
we in the industrialized world, and we in the
world as a whole—in mutually supportive ways.

The main directions of that effort seem to me
clear enough. The Gramm-Rudman-Hollings
legislation is an expression of the sense of urgen-
cy surrounding our budgctary cffort in the United
States. The rest of the industrial world needs to
achieve and maintain a momentum of ‘‘home-
grown’’ expansion. With strong national and
international lcadership—and with the cooper-
ation of private and public lenders—a construc-
tive resolution of the economic crisis in Mexico
can point the way to a wider resolution of the
debt problem in a context of growth,

Hard as it may be to carry through on those
eftforts, that resolution is what needs to be done if
the imbalances in the cconomy arc to be effec-
tively addressed. Then we will have a really solid
basc for sustaining the momentum of growth and
the progress toward stability in the years ahead.
Certainly, the Federal Reserve will play its part
in that effort. O

Chairman Volcker presented identical testimony before the House Committee on Banking, Finance

and Urban Affairs, July 29, 1986.



643

Announcements

CHANGE IN THE DISCOUNT RATE

The Federal Reserve Board announced a reduc-
tion in the discount rate from 6%z percent to 6
percent, cffective on Friday, July 11, 1986.

The action, conforming in part to recent de-
clines in a number of market interest rales, was
taken within the framework of the generally
accommodative stance of monetary policy that
has prevailed for some time.

More spectfically, the action appeared appro-
priate in the context of a pattern of relatively
slow growth, comfortably within capacity con-
straints, in the United States and in the industri-
alized world generally. That pattern has been
accompanied by relatively low prices of a num-
ber of important commodities and greater stabil-
ity in prices of goods generally. Measures of the
broader monetary aggregates—M?2 and M3—are
near the midpoints of the target ranges sct at the
start of the year.

In making the change, the Board voted on
requests submitted by the Boards of Directors of
the 12 Federal Reserve Banks. The discount rate
is the interest ratc that is charged depository
institutions when they borrow from their District
Federal Reserve Banks,

CHANGE IN REPORTING OF YIELDS
ON U.S. TREASURY SECURITIES

The Federal Reserve Board announced
that, beginning with the July FEDERAL RESERVE
BULLETIN, it no longer included in its statistical
tables the average constant maturity yield on
U.S. Treasury notes and bonds with 2% years
remaining to maturity.

This figure is obtained from the Treasury De-
partment. Since there is no marketable Treasury
security with an initial maturity of 214 years, the
Treasury has decided to discontinue calculating
this yield.

Calculation of the 2%: year constant maturity
was initiated at the beginning of 1980 when a new
time deposit for small savers was authorized with
a maximum yield ticd to the 2'4 year Treasury
yield. All interest rate ceilings on deposits have
subsequently been eliminated.

This special announcement was made so that
depository institutions with time deposit con-
tracts that rely on this rate and any lenders who
offer loans or partics who have existing contracts
with variable or adjustable rates tied to this yield
could make alternative arrangements.

NEW PUBLICATION

The Federal Rescrve Board has announced the
publication of a new pamphlet, A Guide to
Business Credit and the Equal Credit Opportuni-
ty Act.

The pamphlct was written to facilitate and
improve access to credit for business owners,
particularly first-time borrowers. It describes the
credit application process from the lender’s per-
spective and provides guidance on the prepara-
tion of cffective loan proposals. It also discusses
protections provided by the Equal Credit Oppor-
tunity Act (which bars discrimination based on
sex, race, national origin, marital status, and
other factors), including the right of a business
applicant to be informed of the lender’s rcasons
for a credit denial.

The pamphlet was prepared in consultation
with the following industry groups: the National
Association of Bank Women, the American
Bankers Association, the Consumer Bankers As-
sociation, the Independent Bankers Association
of America, the National Bankers Association,
and the U.S. Small Business Administration. In
addition, the National Association of Women
Business Owners brought to this project the
viewpoint of business owners as credit appli-
cants.
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The pamphlet will be distributed to the small-
business community through the Federal Re-
serve Banks and the groups that joined in its
development. Copics arc also available on re-
quest from Publications Services, Board of Gov-
crnors of the Federal Reserve System, Washing-
ton, D.C. 20551.

DATA FROM CALL REPORTS
1O BE AVAILABLE FROM NTILS

Beginning October 1, 1986, the National Techni-
cal Information Service (NTIS), an agency of the
Department of Commerce, will assume responsi-
bility for public sale and distribution of individual
bank printouts of the Reports of Condition and
Income. The Board and IFederal Reserve Banks
will no longer handle such requests. Requests for
individual reports received by the Board and
Reserve Banks after Scptember 30, 1986, and
those for printouts from the Junc 30, 1986, Call
will be returned.

NTIS will be able to produce printouts for all
publicly available Call and Income Reports di-
rectly from Federal Rescerve Board data. Thus,
the quality of the data and level of revision will
be the same as those currently available from the
Federal Reserve System. Requests should be
addressed 1o the following:

Sales Office

National Technical Information Service
U.S. Department of Commerce

5285 Port Royal Road

Springfield, Virginia 22161

(703) 487-4650

REVISED LIST OF OTC STOCKS SUBJECT TO
MARGIN REGULATIONS

The Federal Reserve Board has published a
revised list of over-the-counter (OTC) stocks
that are subject to its margin regulations, eftec-
tive August 12, 1986.

This List of Marginable OTC Stocks super-
scdes the revised list that was effective on May
13, 1986. Changes that have been made in the
list, which now includes 2,750 OTC stocks, are

as follows: 188 stocks have been included for the
first time, 160 under national market system
(NMS) designation; 45 stocks previously on the
list have been removed for substantially failing to
meet the requircments for continued listing; and
40 stocks have been removed for reasons such as
listing on a national sccuritics exchange or in-
volvement in an acquisition.

The list includes all over-the-counter securitics
designated by the Board pursuant to its estab-
lished criteria as well as all sccuritics qualified
for trading in the national market system. This
list includes all securities qualified for trading in
tier [ of the NMS through August 12 and those in
tier 2 through July 15, 1986. Additional OTC
securitics may be designated as NMS securitics
in the interim between the Board’s quarterly
publications and will be immediately marginable.
The next publication of the Board’s list is sched-
uled for November 1986.

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

PROPOSED ACTIONS

The Federal Reserve Board has extended the
comment period to August 11 on amendments it
proposcd to Regulation D—Rescrve Require-
ments of Depository Institutions.

The Board also issued for public comment a
proposal to allow the head offices of the Federal
Reserve Banks of Minncapolis and Kansas City
to continue a tiered-pricing structure for check
collection services. The proposal also outlines
the conditions under which other Reserve Bank
offices could establish tiered pricing for check
collection services. Comment is requested by
Sceptember 19,

SYSTEM MEMBERSHIP: ADMISSION
OF STATE BANKS

The following banks were admitted to member-
ship in the Federal Reserve System during the
period July 1 through July 31, 1986:
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Colorado

Castle Rock. ..

Florida
Bradenton
Miami........

. Castle Rock Industrial Bank

Bank of Bradenton
Interstate Bank of Commerce

Kentucky
Union.............. Central Trust Company
North Caroling
Chariotte .................. Barclays Bank
of North Carolina
Texas
Austin ............... Lakeland State Bank
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Record of Policy Actions of the

Federal Open Market Committee

MEETING HELD ON MAY 20, 1986
1. Domestic Policy Directive

The information reviewed at this meeting indicat-
ed a mixed pattern of economic developments.
On balance, growth in real GNP, estimated by
the Commerce Department to have picked up in
the first quarter to an annual rate of 3.7 percent,
appeared to be expanding at a relatively modest
pace in the current quarter. Thus far in 1986,
broad measures of prices, heavily influenced by
sharp reductions in petroleum prices, had shown
declines in energy and food prices and moderate
increases in prices of most other goods and
services.

Total nonfarm payroll cmployment rose
200,000 further in April, after increasing about
¥4 million in the first quarter, but employment
trends continued to be unbalanced across indus-
tries. Employment in finance and service indus-
tries remained strong, and hiring at construction
sites picked up substantially after changing little
in the first quarter. In manufacturing, however,
job losses were recorded for the third consecu-
tive month, and the length of the average factory
workweek slipped from the high levels registered
at the end of last year. Employment in the oil and
gas industry plummeted during the first four
months of the year, as firms curtailed drilling
activity in response to lower oil prices. The
civilian unemployment rate cdged down to 7.1
percent in April, closc to the level that had
prevailed throughout 1985.

The index of industrial production rose an
estimated 0.2 percent in April after steep de-
clines in the preceding two months. The increase
was attributable mainly to a rcbound in motor
vehicle assemblics, but there were also some
gains in steel output and in production of equip-
ment for business and for defense and space;

these developments offset a further plunge in oil
and gas well drilling. The index of capacity
utilization for total industry dropped 0.7 percent
further in March to 79.3 percent, its lowest level
since December 1983, and apparently changed
little in April.

Total retail sales rose Y2 percent in April,
primarily reflecting a substantial increase in
spending for automotive products and continued
gains in outlays for general merchandise. Sales of
domestic automobiles, sparked by a new serics
of sales and financing incentives, strengthened to
an annual ratc of 8.0 million units from their
sluggish pace of 6.9 million units in March. Sales
rose cven further in ecarly May to a rate of 8.8
million units,

Total private housing starts incrcased about 4
percent in April from a relatively high level.
During the first four months of 1986, starts
averaged nearly 2 million units at an annual rate,
well above levels of about 1¥ million units in
cach of the previous three years. Issuance of
residential building permits also rose somewhat
in April, with the increase concentrated in the
single-family scctor. Permits for multifamily
structures fell, apparently in response to high
rental vacancy rates, particularly in the South,
and perhaps to heightened uncertaintics about
the prospects for changes in tax legislation relat-
ing to certain types of real estate investment.

Weakness in the encrgy sector has contributed
to a slowing in business capital spending in
recent months. Outlays for nonresidential struc-
tures fell sharply as spending on petroleum drill-
ing activity plummeted. Expenditures for capital
cquipment dropped substantially, about revers-
ing the rise in the previous quarter that was
attributed to purchascs of equipment in advance
of potentially adverse tax law changes. New
orders for nondefense capital goods, which had
been flat in the fourth quarter, remained lacklus-
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ter through March. Recent surveys of capital
spending plans point to no more than modest
growth in outlays for the year as a whole.

Largely reflecting declines in cnergy prices,
the producer price index fell 0.6 percent in April,
its fourth consecutive monthly decline, and over
the first four months of the year the index was
down about 11 percent at an annual rate. The
consumer price index had fallen 0.4 percent in
March for the second month in a row, and had
declined at an annual rate of about 2 percent over
the first three months of the year. Though move-
ments in these indexes were dominated by the
sharp drop in prices of petroleum products,
declines in food prices at both the producer and
consumer levels also helped 1o hold down infla-
tion in the first quarter. On the other hand, prices
of goods other than food and energy items gener-
ally have been rising in recent months at about
the same pace that prevailed last year, while
prices of services have been increasing a little
faster than in 1985,

The trade-weighted value of the dollar against
major foreign currencics rose somewhat in the
week before this mecting but on balance it had
declined about 4% percent further over the peri-
od since the Committee’s meeting on April 1; the
largest decline was against the Japanese yen.
There was little net change over the period in the
differential between U.S. and a weighted average
of foreign interest rates. Throughout the period,
but especially around the time of the Tokyo
Summit in early May, statements of U.S. and
foreign officials appeared to influence trading
behavior. The U.S. merchandise trade deficit
appeared to have decreased somewhat in the first
quarter, as both the volume and average price of
oil imports fell and nonagricultural ecxports
picked up.

At its meeting on April 1, 1986, the Committee
had adopted a directive that called for maintain-
ing about the cxisting degree of pressure on
reserve positions. The members expected such
an approach to policy implementation to be
consistent with growth of both M2 and M3 at an
annual rate of about 7 percent for the period from
March to June. Over the same period, M1 was
expected to expand at an annual rate of about 7
to 8 percent, but the members recognized that
the behavior of M1 remained subject to unusual

uncertainty. The Committee agreed that some-
what lesscr or somewhat greater reserve re-
straint might be acceptable over the intermecting
period depending on the behavior of the aggre-
gates, the strength of the business cxpansion,
developments in foreign exchange markets, pro-
gress against inflation, and conditions in domes-
tic and international credit markets. The inter-
meeting range for the federal funds rate was
retained at 6 to 10 percent,

MI grew at an annual rate of 14%2 percent in
April, close to its rapid pace in March, and data
available thus far for carly May indicated further
strong expansion. M1 has expanded more rapidly
than the Committee expected at the time of its
April 1 meeting, and for the year to date has
grown at a rate well above the 8 percent upper
limit of the Committec’s range for 1986. M2 and
M3 expanded in April at annual rates of about
13% percent and 10% percent respectively, also
outpacing the growth paths previously cxpected
for the sccond quarter. However, given its earli-
er weakness, M2 moved only into the lower part
of its tong-run range in April, whilc M3 rose to a
level slightly above the midpoint of its range for
1986. Expansion of total domestic nonfinancial
debt, which had slowed appreciably over the first
quarter, appearcd to be continuing at a relatively
moderate pace.

Open market operations during the intermeet-
ing period were directed at maintaining about the
prevailing degree of pressure on reserve posi-
tions. During the three full reserve maintenance
periods after the April | meeting, scasonal plus
adjustment borrowing from the discount window
averaged about $275 million. Borrowing was
exceptionally light in the days immediately pre-
ceding the announcement on April 18 of a reduc-
tion in the discount rate from 7 to 62 percent,
but has averaged a little more than $300 million
since then.

Federal funds generally traded in the 6% to 7
percent area over most of the intermeeting peri-
od, down about 2 percentage point from the rate
prevailing around the time of the previous meet-
ing. Most other short-term rates also declined on
balance, though by less than the federal funds
and discount rates, while long-term rates moved
somewhat higher. After declining carly in the
intermeeting period, interest rates subscquently
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rose against the background of an upturn in oil
prices, strong money supply growth, further de-
preciation of the dollar, and emerging views
among markct participants that the scope for
further casing in monetary policy was reduced.

The staff projections presented at this meeting
suggested that expansion in recal GNP, though
relatively modest in the current quarter, would
likely strengthen over the second half of 1986 and
would be at a moderate pace in 1987. The rate of
unemployment was expected to decline margin-
ally over the projection horizon. The general
level of prices, as measured by the GNP implicit
deflator, was projected to rise relatively slowly
in the near term, but to pick up later as the
favorable effects of declining oil prices dissipated
and upward pressures on prices from the dollar’s
depreciation tended to intensify.

[n the Committec’s discussion of the economic
situation and outlook, members commented that
stronger economic expansion in linc with the
staff forecast was a reasonable expectation for
the second half of the ycar, but several members
also stressed the risks of a different outcome. It
was generally noted that there was no firm
evidence to date of a pickup from the currently
sluggish rate of expansion in overall economic
activity and that weaknesses remained in key
sectors of the economy such as energy and
agriculturc, However, a number of fundamental
factors pointed to faster growth later, though
there was considerable uncertainty about both
the timing and the magnitude of the prospective
strengthening. These factors included substan-
tially reduced intercst rates, higher prices in
equity markets, lower oil prices, and the favor-
able effects of the dollar’s depreciation on the
international compctitiveness of U.S. products.
At the same time, some members observed that
inflationary pressures could increase over the
next several quarters, particularly if domestic
demands for goods and services proved to be
quite strong at a tim¢ when the lagged price
effects of the dollar's depreciation were being
felt. It was noted in this connection that progress
toward reducing federal budget deficits was ur-
gently needed to improve prospects for balanced
cconomic growth and help protect against re-
newed inflation.

With regard to specific indications of prospec-

tive strengthening in economic activity, mem-
bers referred among other developments to the
apparent improvement in business confidence in
many parts of the country. Housing activity was
described as strong in most arcas, and some
members cited evidence of a pickup in sales of
consumer durables related to housing. And al-
though activity in manufacturing industries tend-
ed to remain sluggish, the service indus-
tries gencrally were experiencing considerable
growth, including notably the financial services
and tourism. While the staft forccast had indicat-
ed continuing growth of consumer spending and
modest expansion in business fixed investment
and inventories, one member referred to the
possibility that expansion in these key sectors
might gather momentum as uncertainties about
the actual strength of business were resolved
favorably, contributing to a greater acceleration
in real economic growth. Another member com-
mented that the buildup of liquidity was seen by
many obscrvers as a positive factor for the
expansion, cspecially in the context of what was
viewed as an accommodative monetary policy.
While broad measures of liquidity had not shown
particular strength in recent quarters, holdings of
cash balances had been expanding rapidly and
were available to support a considerable pickup
in spending at some point in the future.

On the other hand, several members indicated
that the possibility of the expansion remaining
weak could not be ruled out. In this regard, a
number of members indicated that they viewed
business fixed investment as a major uncertainty
in the overall cconomic outlook, noting that
current indicators of future investment remained
weak and that there was considerable reluctance
to undertake some investment activities pending
the passage of tax reform legislation. Morcover,
the apparent overbuilding of commercial and
other facilitics in some parts of the country and
weak investment demand in depressed sectors of
the economy would tend to inhibit investment
spending over the quarters ahead. Members also
referred to shortfalls in revenues of state and
local governments in depressed areas of the
country as a negative factor. Finally, onc mem-
ber referred to the possibility of an inventory
correction should the currently positive business
mood begin to deteriorate.
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A number of members cxpressed the view that
the performance of the economy during the sec-
ond half of the year would hinge to a consider-
able extent on forcign developments. Some felt
that the main downside risks in the nearer-term
business outlook were on the foreign trade side.
To an important degree, rising demands for U.S.
exports would depend on faster growth in key
foreign industrial nations, and it was observed
that such growth had been disappointing and a
pickup might not occur in the absence of more
stimulative cconomic policies in at least some of
those countries. And while a depreciated dollar
could be expected to have a favorable impact on
U.S. forcign trade over time, that impact might
well be defayed and muted in an environment of
slow growth abroad and of highly compctitive
markets for internationally traded goods. Further
growth in protectionism in the United States
might likewise have a strongly inhibiting effect
on U.S. export markets as forcign nations retali-
ated. :

A number of members raised gquestions about
the outlook for inflation. It was pointed out that
the recently favorable behavior of overall prices
was the result of price declines in the energy and
food sectors. Those declines would soon be in
the past, and upward pressures on overall prices
would reemerge, stimulated in part by the lagged
inflationary cffects of the dollar’s depreciation.
Indeed, prices of nonfuel imports were alrcady
indicated to have turned up. Even if oil prices
were to stabilize near current levels, their favor-
able impact on overall prices would tend to wane
over the quarters ahead, and the possibility of a
reversal in oil prices could not be dismissed.
Agricultural prices also could not be expected to
continue trending downward, and indeed some
firming had occurred recently. On the more
favorable side, members referred to the intense
competition in many markets and to restrained
wage settlements in a pumber of industrics.
Basic cost pressures appeared to be well con-
tained so far in manufacturing industries al-
though price and wage pressures in the scrvice
industrics remained disturbing. In onc view any
intensification of inflationary pressures might
well be delayed until well into 1987.

At its meeting in February the Committec had
agreed on policy objectives for monetary growth

for the period from the fourth quarter of 1985 to
the fourth quarter of 1986 that included ranges of
3 to 8 percent for M1 and 6 to 9 percent for both
M2 and M3. The associated range for total do-
mestic nonfinancial debt was set at 8 to [1
percent. In keeping with the Committee’s usual
procedures under the Humphrey-Hawkins Act,
these ranges would be reviewed at the July
meeting when provisional ranges would also be
established for 1987,

The Committee’s policy discussion focused to
a considerable extent on the members’ cvalua-
tion of thc recent behavior of the monetary
aggregates, particularly M1. With varying de-
grees of emphasis, members questioned the reli-
ability of M1 developments as a guide for the
conduct of monctary policy under prevailing
circumstances. It was noted in this connection
that the rapid growth in M1 and the associated
weakness in its velocity appeared to reflect to a
considerable but nonetheless uncertain extent
the carlier declines that had occurred in market
mtercst rates in the context of subsiding infla-
tionary cxpecctations and softness in final de-
mands. From this viewpaint, the relatively rapid
growth in the demand for money balances need-
c¢d to be accommodated in order to assure a
satisfactory performance of the economy. On the
other hand, rapid monetary growth also might
imply an cxcessive buildup in hquidity, with
inflationary implications for the future, In that
context, several members cmphasized the need
to gauge the performance of MI in light of
whether behavior of other, broader, monctary
aggregates provided confirming evidence of a
rapid growth in liquid assets.

Mcmbers noted that expansion of the broader
aggregates, despite the more rapid growth in
recent weeks, was well within the Committee’s
ranges for 1986, and indeed near the lower end of
the range in the case of M2. The more moderate
growth of the broader aggregates this year, along
with relatively moderate growth of L, an even
more encompassing measure of the public’s lig-
uid asset holdings, raised questions as to whether
the growth of M1 really represented a potentially
excessive buildup in liquidity or was more of a
shift in the composition of liquid holdings in
response to relative movements in interest rates.
However, continuing growth in M2 and M3 at the
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relatively rapid rates experienced recently could
be a matter of increasing concern. One member
expressed a somewhat differing assessment of
the behavior of the broader aggregates this year
in that the contingent liabilitics of banks, most of
which back instruments that arc not included in
M2 and M3, also scemed to have grown rapidly.
Moreover, growth of M2 and M3 appeared to
have been held back by investor portfolio shifts
into bonds and equitics, including mutual funds,
and the unwinding of such shifts could result in
faster growth later. In this view, thercfore, less
comfort could be taken from the relatively re-
strained growth of the broader aggregates for the
year to date.

According to an analysis prepared for this
meeting, the maintenance of the current degree
of pressure on reserve positions could be expect-
ed to be associated with slower monetary growth
over the balance of the quarter. Even so, be-
cause of the substantial expansion in April and
carly May, growth for the quarter as a whole
would be considerably faster than was expected
at the time of the previous mecting, notably in
the case of M1, According to this analysis, the
unusual surge in demand deposits was likely to
subside over the course of coming weeks, while
some moderation could also be expected in the
growth of NOW accounts as both depositors and
depository institutions completed their adjust-
ments to the lower market interest rates that had
emerged. Members indicated broad agrecment
with this analysis, but they questioned the timing
and extent of the slower growth. In light of the
uncertainties that were involved, some proposed
omitting numerical references in the directive to
the Committce’s cxpectations for monetary
growth in the second quarter. However, despite
the greater than usual uncertaintics, a majority of
the members preferred to retain the customary
procedure of specifying numerical growth expec-
tations in the directive.

In the Committee’s discussion of policy imple-
mentation for the period immediately ahead,
most of the members indicated that they were in
favor of continuing to dircct open market opera-
tions at least initially toward maintaining the
existing degree of reserve availability. In support
of this view, members commented that the rapid
growth of the monctary aggregates and the favor-

able conditions for a pickup in business activity
had to be weighed against the currently sluggish
growth in overall business activity and the conse-
quent uncertaintics surrounding the economic
outlook. One member felt, however, that the
rapid growth in M1 and the potential for in-
creased inflationary pressures later in the year
and in 1987 argued for some firming,

With regard to possible adjustments during the
intermeeting period, a majority of the members
felt that policy implementation should be alert to
the potential need for some firming of rescrve
conditions, especially if business indicators gave
a clear signal of a pickup in the rate of economic
expansion and monetary growth did not slow in
line with expcctations. Generally, these mem-
bers did not want to rule out the possibility of
some easing in the weeks immediately ahcad, but
they foresaw the potential desirability of such a
course only in the context of appreciably more
sluggish economic performance than was now
expected. In this connection, one member em-
phasized that continuing declines in the velocity
of money in combination with a sluggish eco-
nomic performance might warrant somc casing
of reserve conditions. Other members belicved
that there should be no presumptions about the
likely direction of any intermeeting adjustments,
given the prevailing uncertaintics about the per-
formance of the cconomy, possible develop-
ments in domestic and international financial
markets, and the behavior of the monetary aggre-~
gates. Some members also expressed the view
that the Committce should be tolerant of a short-
fall of M1 growth below current expectations in
light of the rapid expansion of M1 recently and
for the year to date. It was noted that account
needed to be taken of the behavior of the dollar
on foreign exchange markets in any intermeeting
adjustments.

At the conclusion of the Committee’s discus-
sion, all but one member indicated their accept-
ance of a directive that called for no change in
the existing degree of pressure on reserve posi-
tions. The members expected such an action to
be associated with a deceleration in monetary
growth over the balance of the second quarter.,
Because such growth had becn rapid thus far in
the quarter, the members anticipated faster
growth of the monctary aggregates, especially
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M1, than was expected at the time of the April 1
meeting. The members recognized that the be-
havior of M1 remained subject to unusual uncer-
tainty, but they agreed that its growth might be in
the area of 12 to 14 percent for the period from
March to June, assuming some decline over the
balance of the quarter, For the same period, M2
and M3 were now expected to expand at annual
rates of around 8 to 10 percent. The members
agreed that if the anticipated slowing in monetary
growth did not occur, somewhat greater reserve
pressure would be acceptable in the context of a
pickup in the expansion of cconomic activity,
with account being taken of conditions in domes-
tic and international financial markets and the
behavior of the dollar on foreign exchange mar-
kets. On the other hand, somewhat lesser re-
serve restraint might be acceptable in the event
of pronounced sluggishness in the performance
of the cconomy in association with a marked
slowing in monetary growth.

The Committee agreed that the current inter-
mecting range for the federal funds rate should
be reduced by 1 percentage point to 5 to 9
percent. The reduction was intended as a purely
technical adjustment in the context of an un-
changed degree of reserve availability and its
purpose was to provide a more symmetrical
range around the lower federal funds rate that
had prevailed for some time. The members re-
gard the federal funds range as a mechanism for
initiating Committee consultation when its
boundaries are persistently exceeded.

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

The information reviewed at this meeting indicates a
mixed pattern of developments but suggests on bal-
ance that economic activity is expanding at a relatively
modest pace in the current quarter. Total nonfarm
payroll employment increased moderately further in
April following a considerable rise in the first quarter,
but employment in manufacturing fell for the third
consecutive month. The civilian unemployment rate
edged down to 7.1 percent. Industrial production and
total retail sales turned up in April following carlier
declines, while housing starts rose somewhat further
{from a relatively high level. Weakness in the encrgy
sector has contributed to a slowing of business capital
spending. The merchandise trade deficit appears to
have decreased somewhat in the first quarter, as the
volume and average price of oil imports fell. Largely

reflecting declines in energy prices, consumer prices
have declined somewhat since late 1985 and producer
prices have fallen substantially.

In April M1 continued to grow at a rapid pace,
leaving this aggregate above the upper end of its range
for the year. Growth of the broader aggregates, espe-
cially of M2, strengthened considerably in April,
bringing M2 into the lower part of its long-run range
and M3 slightly above the midpoint of its range for
1986. Most short-term interest rates have declined on
balance since the April 1 meeting of the Committec,
while long-term rates are somewhat higher. On April
18, the Federal Reserve Board approved a reduction in
the discount rate from 7 to 6% percent. The trade-
weighted value of the dollar against major foreign
currencies has risen somewhat recently but on balance
the dollar has declined further since the April meeting,
particularly against the Japanese yen.

The Federal Open Market Committee seeks mone-
tary and financial conditions that will foster reasonable
price stability over time, promote growth in output on
a sustainablc basis, and contribute to an improved
pattern of international transactions. In furtherance of
these objectives the Committee agreed at its February
mecting to establish the following ranges for monetary
growth, mecasurcd from the fourth quarter of 1985 to
the fourth quarter of 1986. With respect to Ml, the
Committee recognized that, based on the experience
of recent years, the behavior of that aggregate was
subject to substantial uncertaintics in relationship to
economic activity and prices, depending among other
things on its responsiveness to changes in interest
rates. It agreed that an appropriate target range under
existing circumstances would be 3 to 8 percent, but it
intends to evaluate movements in M1 in the light of its
consistency with the other monetary aggregates, de-
velopments in the cconomy and financial markets, and
potential inflationary pressures. It adopted a range of 6
to 9 percent for M2 and 6 to 9 percent for M3, The
associated range for growth in total domestic nonfi-
nancial debt was set at 8 to 11 percent for the year
1986.

In the implementation of policy for the immediate
future, the Committee secks to maintain the existing
degree of pressurce on reserve positions. This action is
expected to be consistent with a deceleration in money
growth over the balance of the quarter. However, in
view of the rapid money growth thus far in the quarter
and the apparent weakness in velocity, the Committee
anticipates faster growth for the monetary aggregates,
particularly M1, than expected at the last meeting. M2
and M3 are expected to expand over the period from
March to June at annual rates of about 8 to 10 percent.
While the behavior of M1 continues to be subject to
unusual uncertainty, growth at an annual rate of about
12 (o 14 percent over the period is now anticipated. If
the anticipated slowing in monetary growth does not
develop, somewhat greater reserve restraint would be
acceptable in the context of a pickup in growth of the
cconomy, taking account of conditions in domestic
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and international financial markets and the behavior of
the dollar in foreign exchange markets. Somewhat
lesser reserve restraint might be acceptable in the
context of a marked slowing in money growth and
pronounced sluggishness in cconomic performance.
The Chairman may call for Committee consultation if
it appears to thc Manager for Domestic Operations
that reserve conditions during the period before the
next meeting are likely to be associated with a federal
funds rate persistently outside a range of 5 to 9
percent.

Votes for this action: Messrs. Volcker, Corrigan,
Angell, Guffey, Mrs. Horn, Messrs. Johnson,
Melzer, Morris, Rice, and Ms. Seger. Vote against
this action: Mr. Wallich. Absent and not voting:
Nonc.

Mr. Wallich dissented because he preferred to
direct open market operations toward somewhat
greater restraint. He was concerned about the
implications of rapid monectary cxpansion for
inflation and wanted to take action promptly to
help assure slower monetary growth,

2. Authorization for Domestic Open Market
Operations

On June 18, 1986, the Committee approved a
temporary increase of $3 billion, to $9 billion, in

the limit between Committee meetings on
changes in System Account holdings of U.S.
government and federal agency securities speci-
fied in paragraph 1(a) of the authorization for
domestic open market operations. The increase
was cffective immediately for the intermeeting
period ending with the close of business on
July 9, 1986.

Votcs for this action: Messrs. Volcker, Corrigan,
Angell, Guffey, Mrs. Horn, Messrs. Johnson, Mor-
ris, Rice, and Boykin. Votes against this action:
None. Absent and not voting: Mr. Melzer, Ms.
Seger and Mr. Wallich. (Mr. Boykin voted as
alternate for Mr. Mclzer.)

This action was taken on the recommendation
of the Manager for Domestic Operations. The
Manager had advised that through June 17, out-
right purchases of seccurities thus far in the
intermeeting interval had reduced the leeway
under the usual $6 billion limit to about $2V4
billion. It was anticipated that substantial addi-
tional purchases of securities in excess of that
leeway would be nccessary over the remainder
of the intermeeting period. Currency in circula-
tion was cxpanding rapidly, as cxpected, while
required reserves were growing considerably
faster than had becn anticipated earlicr.
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Legal Developments

AMENDMENT TO REGULATION K

The Board of Governors is amending 12 C.F.R. Part
211, its Regulation K, relating to the types of foreign
investments that require the specific consent of the
Board. Currently an application to the Board is re-
quired where the investor banking organization pro-
poses to invest more than 10 percent of its capital and
surplus in a foreign organization. The amendment
removes this requirement and permits the investor to
make the investment after prior notice to the Board 45
days in advance of the date the proposed investment
would be made.

Effective July 8, 1986, the Board amends 12 C.I'.R.
Part 211 as follows:

Part 211—International Banking Operations

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

Authority: 12 U.S.C. 211 et seq.; 12 U.S.C. 1841
et seq.; Pub. 1. 95-369, 92 Stat. 607, 12 U.S.C. 3101
et seq.; Title 11, Pub. L. 97-290, 96 Stat. 1235; Title
1X, Pub. L. 98-181, 97 Stat. 1153.

2. Part 211.5(c)2) is amended by deleting at the end of
the first sentence the phrase *if the total amount to be
invested does not exceed 10 percent of the investor’s
capital and surplus.”

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

Orders Issued Under Section 3 of the Bank
Holding Company Act

Bankers’ Bancorp of Illinois
Springfield, [llinois

Order Approving Formation of a Bank Holding
Company

Bankers’ Bancorp of Illinois, Springfield, Illinois, has
applicd for the Board’s approval under section 3(a)(1)

of the Bank Holding Company Act of 1956, as amend-
ed (“"Act’”) (12 U.S.C. § 1842(a)(1)), to become a
bank holding company by acquiring Independent
Bankers' Bank of 1linois, Springficld, llinois
(“‘Bank’"), a de novo bankers’ bank.

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

Applicant, a nonoperating Illinois corporation, was
organized for the purpose of becoming a bank holding
company by acquiring Bank, a de novo ‘‘bankers’
bank’’ chartered under Illinois law, which will perform
correspondent services for independent community
banks.! Bank will only engage in providing banking
and banking-related scrvices to other banks,

Section 2 of the Act (12 U.S.C. § 1841(c)), as
amended by the Garn-St Germain Depository Institu-
tions Act of 1982, includes bankers’ banks in the
definition of “‘bank,”” enabling thesc institutions to
form holding companics. Bank does not do business
with the general public. lnstead, Bank intends to
provide cash letter remittances and clearings, wire
transfers, sales and purchases of federal funds, money
market and securities information, sales and purchases
of overline commercial and agricultural loans, bank
stock loans, and assistance in origination of large
complex credits through the use of consultants. Bank
will furnish management services which include credit
analysis, documentation and controls, collection and
workout planning, strategic planning, cross selling and
officer call programs, funds availability analysis, data
processing analysis, audit procedures and productivity
measuring. Bank only competes with other banks that
offer correspondent banking services in IHlinois. The
Board has determined that consummation of this pro-
posal will have no significant effect on competition,
cither existing or potential, and will not affect the
concentration of banking resources in Illinois.

The financial and managerial resources of Applicant
and Bank are considered consistent with approval, in

1. Applicant and Bank arc owned by 67 community banks, ¢ach
holding 5 percent or Jess of Applicant’s outstanding shares.
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view of the nature of the activities of a bankers’ bank,
and the prospects of each appear favorable. Factors
relating to the convenience and needs of the communi-
ty to be served also are consistent with approval of this
proposal.

Bank also has applied for approval under section 9
of the Federal Rescrve Act, 12 U.S.C. § 321 ef seq.
and section 208.4 of Regulation H, 12 C.F.R, § 208.4,
to become a member of the I'ederal Reserve System.
Bank appears to meet all of the criteria for admission
to membership, including capital requircments and
considerations related to management character and
quality. Accordingly, Bank’s membership application
is approved.

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

By order of the Board of Governors, effective
July 21, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

First Interstate Corporation
Los Angeles, California

Order Approving Acquisition of a Bank

First Interstate Corporation, Los Angeles, California,
a bank holding company within the meaning of the
Bank Holding Company Act (the “BHC Act”)
(12 U.S.C. § 1841 et seq.), has applied for approval
under section 3(a)(3) of the BHC Act (12 U.S.C.
§ 1842(a)(3)) to acquire First Interstate Bank of Okla-
homa City, N.A., Oklahoma City, Oklahoma
(““‘Bank’’), a newly chartered bank that will purchase
certain assets and assume certain liabilities of The
First National Bank and Trust Company of Oklahoma
City, Oklahoma City, Oklahoma (“‘FNB™).

On July 14, 1986, FNB was declared insolvent and
the Federal Deposit Insurance Corporation (*‘FDIC")
was appointed recciver. Pursuant to section 116 of the
Garn-St Germain Depository Institutions Act of 1982
(the “Garn-St Germain Act’’) (12 U.S.C. § 1823(D),
the FDIC determined to arrange for the sale of assets

and the assumption of liabilities of the closed bank and
solicited offers for the acquisition of such assets and
liabilities from qualified purchasers. After following
the applicable procedures set forth in the Garn-St
Germain Act, the FDIC on July 14, 1986, accepted
Applicant’s bid for the assets and liabilitics of FNB.
On the same day, the FDIC advised that Applicant had
been selected as the winning bidder, and recommend-
ed immediate action on this application to prevent the
liquidation of FNB,

In view of this situation and the need for immediate
action to prevent the failure of the institution and to
protect the interest of IF'NB’s depositors, it has been
determined, pursuant to section 3(b) of the BHC Act
(12 U.S.C. § 1842(b)), section 225.14(h) of Regulation
Y (12 C.F.R. § 225.14(h)), and section 262.3(1) of the
Rules of Procedure of the Board of Governors of the
Federal Reserve System (12 C.F.R. § 262.3(1)), to
dispense with the notice provisions of the BHC Act.

Under section 3(d) of the BHC Act (12 U.S.C.
§ 1842(d)), the Douglas Amendment, a bank holding
company generally may not be allowed to acquire
control of any bank located outside of the holding
company’s principal state of banking operations.' Sec-
tion 118(c) of the Garn-St Germain Act, however,
cxempts from this prohibition applications filed as a
result of a transaction authorized under section 116 of
the Garn-St Germain Act. Section 116 permits the
FDIC to authorize the interstate acquisition of a failed
bank with assets of $500 million or more upon compli-
ance with the procedures specified in the statute. FNB
had assets of $1.75 billion as of its most recent report
of condition, dated March 31, 1986, and, as noted
above, the FDIC has determined to accept Applicant’s
bid. In view of these and other facts of record, the
Secretary concludes that approval of Applicant’s pro-
posal to acquire a bank in Oklahoma is not barred by
the Douglas Amendment.

FNB operates in the Oklahoma City banking mar-
ket. Applicant’s subsidiary banks do not operate in
Oklahoma. Accordingly, consummation of the pro-
posed acquisition would have no effect on competition
in any relevant market.

In evaluating this application, the Secretary of the
Board has carefully considered the financial and mana-
gerial resources of Applicant and the effect on these
resources of the proposed acquisition. The Secretary
concludes that banking factors are consistent with

1. A bank holding company’s principal state of banking operations
is that state in which the operations of the bank holding company’s
banking subsidiaries were principally conducted on July 1, 1966, or
the date on which the company became a bank holding company,
whichever is later.
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approval. Considerations rclating to the convenience
and needs of the communities to be served are also
consistent with approval of the application.

Having considered the record of this application in
light of the factors contained in section 3 of the BHC
Act, the Secretary has determined that the proposed
transaction is in the public interest and that the appli-
cation should be approved on a basis that would not
preclude immediate consummation of the proposed
acquisition. On the basis of the above considerations,
the application is hereby approved.

The transaction may be consummated immediately
but in no event later than three months after the
effective date of this Order unless such period is
extended for good cause by the Board or by the
Federal Reserve Bank of San Francisco acting pursu-
ant to delcgated authority.

By order of the Scerctary of the Board acting
pursuant to delegated authority for the Board ol Gov-
ernors, cffective July 14, 1986.

WiLiaM W, WiLEs

{SEAL] Secretary of the Board

Harco Bankshares, Inc.
Harlan, Kentucky

Cole Holding Company, Inc.
Harlan, Kentucky

Order Approving Formation of Bank Holding
Companies

Harco Bankshares, Inc., Harlan, Kentucky
(**Harco™), has applied for the Board’s approval under
section 3(a)(1} of the Bank Holding Company (**Act’)
(12 U.S.C. § 1842(a)1)) to become a bank holding
company by acquiring all of the voting shares of the
successor by merger to The Harlan National Bank,
Harlan, Kentucky (‘‘Bank’’). By scparatc applica-
tions, Cole Holding Company, Inc., Harlan, Kentucky
(**Cole”’), has applied for Board approval under sec-
tion 3(a)(1) of the Act to become a bank holding
company by acquiring 35.5 percent of the voting stock
of either Harco or Bank.

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

Harco, a nonopcrating corporation with no subsid-
iaries. was organized for the purpose of becoming a

bank holding company by acquiring Bank, which holds
total deposits of $60 million.! Upon acquisition of
Bank, Harco would controt the 86th largest commer-
cial bank in Kentucky, holding approximately 0.3
percent of the total deposits in commercial banks in
the state. Cole is a nonoperating organization formed
to hold 35.5 percent of the voting shares of either
Harco or Bank. Cole would be a bank holding compa-
ny, therefore, through its direct or indirect control of
Bank.

Bank is the sccond largest of the three commercial
banks located in the Harlan County banking market
and controls approximately 39.3 percent of the total
deposits in commercial banks in the market.? Princi-
pals of Harco, who currently control 71.4 percent of
Bank, also control 73.8 percent of Guaranty Deposit
Bank, Cumberland, Kentucky (**Guaranty’’), which is
located approximately 22 miles from Bank and in the
Harlan County banking market. Guaranty, with $28
million in deposits, is the third largest bank in the
market and holds 18.9 percent of the market’s com-
mercial bank deposits. Principals of Bank have con-
trolled Guaranty since August 1961.

In analyzing the competitive eflects of a proposal to
form a bank holding company where individuals con-
trolling more than one bank in the relevant banking
market seek to transfer control of one of the banks to a
bank holding company, the Board considers the com-
petitive effects of the transaction whereby common
ownership was established.? In this case, the Board
has considered the competitive eftect at the time the
principals of Harco first obtained control of Guaranty
in August 1961. At that time, the communities of
Harlan, which is located in central Harlan County, and
Cumberland, which is located in northecast Harlan
County, were not constdered to be in the same banking
market. In 1961, the Harlan County banking markect
consisted of all of Harlan County except the extreme
northern border and the northeastern corner, including
Cumberland and two other towns, Benham and
Lynch, which werc located in a separate Tri-City
banking market.

The record indicates that the terrain in Harlan
County is mountainous, serving to isolate the Tri-City
area from the remainder of the county. In 1961, Harlan
and Cumberland cach had their own retail, medical

1. All banking data are as of September 30, 1985, unless otherwise
noted.

2. The Harlan County banking market is defined as Harlan County,
Kentucky.

3. See Mid-Nebraska Baneshares, Inc. v, Board of Governors of
the Federal Reserve System, 627 F.2d 266 (D.C. Cir. 1980).
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and educational facilities. In addition, the mining
industry, which dominated the county’s economy,
limited the need for commuting between the Tri-City
area and the rest of the county by providing their
employces with low-cost housing close to mining
operations in Benham and Lynch. The average driving
time between Harlan and Cumberland in 1961 was
substantial, and only after significant highway im-
provements in the late 1970s did travel between the
communities increase, The commuting pattern was
further altered by housing changes, including the
phase-out of housing provided by coal companics, and
by a recent expansion of Harlan’s retail facilitics.
These developments prompted the redefinition of the
market in 1985 to place Cumberland and Harlan in the
same market. The affiliation of the two banks in 1961
thus had no adverse impact on competition, since
Bank and Guaranty operated in separatc markets.
Accordingly, after consideration of the record, the
Board concludes that competitive considerations are
consistent with approval of these applications.

The financial and managerial resources of Applicant
and Bank arc consistent with approval. Considerations
of convenience and needs of the community to be
served are also consistent with approval.

Based on the foregoing and other facts of record, the
Board has determined that consummation of the pro-
posed transactions would be in the public intcrest and
that the applications should be approved. The transac-
tions shall not be consummated before the thirtieth
calendar day following the cffective date of this Order
or later than three months after the cffective date of
this Order, unless such period is extended for good
cause by the Board or by the Federal Reserve Bank of
Cleveland acting pursuant to delegated authority,

By order of the Board of Governors, effective
July 2, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Hibernia Corporation
New Orleans, Louisiana

Order Approving Merger of Bank Holding
Companies

Hibernia Corporation, New Orleans, Louisiana, a
bank holding company within the meaning of the Bank
Holding Company Act of 1956, as amended (‘‘BHC
Act”) (12 U.S.C. § 1841 et seq.), has applied for the

Board’s approval under scction 3(a)(5) of the Act
(12 U.S.C. § 1842(a)(5)) to merge with Southwest
Bancshares, Inc., Lafayette, Louisiana (‘‘South-
west’'), and thereby indirectly to acquire Southwest
National Bank of Lafayette (‘“‘Southwest Bank™’).!

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

Applicant is the third largest commercial banking
organization in the state, holding deposits of $2.7
billion, representing 8.9 percent of total deposits in
commercial banks in the state.? Southwest is the 102nd
largest commercial banking organization in Louisiana,
controlling one bank subsidiary, holding deposits of
$62.5 million, representing 0.2 percent of total deposits
in commercial banks in the state. Upon consummation
of this proposal, Applicant would remain the third
largest banking organization in Louisiana and would
control approximately the same percent of deposits in
commercial banks in the state. Consummation of this
transaction would not have a significant adverse cffect
on the concentration of banking resources in the state,

Bank operates in the Lafayette banking market,
where it controls 4 percent of total deposits in com-
mercial banks and is the sixth largest of eight banks.3
Applicant’s subsidiary banks operate in the New Or-
leans and Alexandria banking markets.® Since Appli-
cant’s and Southwest’s subsidiary banks do not oper-
atc in the same markets, consummation of the
proposal would not climinate any existing competi-
tion. The Board has also examined the effect of the
proposed merger on probable future competition in the
relevant markets. On the basis of the number of
potential entrants into the relevant markets and the
fact that certain of the markets are not highly concen-
trated, the Board has concluded that consummation of
this proposal would not have any significant adverse
cffects on probable future competition in any relevant
market.

1. Applicant has also applied under section 3(a)(3) of the BHC Act
to acquire and to exercise options to acquire 25 percent of the shares
of Southwest Bank, Applicant states that it would exercise these
options only in the event that consummation of the merger transaction
appeared unlikely.

2. All banking data are as of June 30, 1985, adjusted to reflect
consummation of an acquisition approved by the Board on November
5, 1985.

3. Market data arc as of December 30, {984,

4, The New Orleans banking market consists of the parishes of
Orleans, Jefterson, St. Bernard, and St. Tammany; and the Alexan-
dria banking market consists of the parishes of Rapids and Grant. The
Lafayette banking market consists of Lafayette Parish.
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The financial and managerial resources and future
prospects of Applicant, Southwest, and their subsid-
iary banks are considered satistactory and consistent
with approval.

In considering the convenience and nceds of the
communitics to be served, the Board has also taken
into account the records of Applicant’s bank subsidiar-
ies under the Community Reinvestment Act (““CRA’)
(12 U.S.C. § 2901 et seq.), particularly Applicant’s
lead bank, Hibernia National Bank of New Orleans
(““Bank’"). The CRA requires the Board to assess the
records of those subsidiarics in meeting the credit
needs of their entire communities, including low- and
moderate-income neighborhoods, consistent with their
safc and sound operation, and to take those records
into account in its evaluation of bank holding company
applications.

With regard to Applicant’s CRA record, the Board
has considered extensive comments from the Louisi-
ana Association of Community Organizations for Re-
form Now (““ACORN™) and Local 100, Service Em-
ployees International Union, AFL-CIO (collectively
“Protestants’’). Protestants allege that Applicant has
failed to assess or meet the needs of low- and moder-
ate-income and minority residents within the New
Orleans community served by the Bank. Protestants
argue that Applicant and Bank fail to provide a varicty
of needed services in New Orleans, including mort-
gage and small business loans (particularly FHA, VA,
and SBA guaranteed loans), low-cost, ecconomy
checking accounts, and check-cashing services for
U.S. government checks. Moreover, Protestants al-
lege Bank has discriminatcd on the basis of race in
extending credit.

In accordance with the Board’s practice and proce-
dures for handling protested applications,® the Board
reviewed the CRA record of Applicant, the allegations
made by Protestants, and Applicant’s response, and it
arranged private meetings between Applicant and
Protestants, in November 1985 and February 1986, to
clarify the issues and provide a forum for the resolu-
tion of differences. Applicant took the position that it
was already meeting the convenience and needs of the
New Orleans community and that there was no need to
discuss concerns expressed by Protestants. Applicant
rejected the proposals made by Protestants, and of-
fered only to advertise its services in low-income and
minority areas and to cash government checks for
customers who agreed to deposit one-half the amount
of the check for at least a one-day clearing period.
Thus, in the absence of any dialog between the Appli-

5. See 12 C.F.R. §262.25(c).

cant and the Protestants, the private meetings proved
fruitless and in order to complete the record on this
application, the Board, on April 10, 1986, directed that
a public meeting be held.

At the public mecting held in New Orleans on
May 3, 1986, both Applicant and Protestants made
detailed written submissions and oftered testimony. In
addition, Applicant advised the Board that it would
undertake additional programs and measures in con-
nection with Applicant’s service to the convenience
and needs of the community, including low- and
moderate-income segments. Subsequent to the meet-
ing and in response to concerns expressed at the
meeting, Applicant has clarified and expanded the
scope of the measures it will undertake to serve the
convenience and needs of the community,

Applicant will designate, at the holding company
level, a CRA officer with the title of vice president
whose responsibility will be to evaluate comments
from intercsted parties and to assure that Applicant
meets its CRA obligations, This official will be primari-
ly responsible for assessing the credit needs of the
community, including low- and moderate-income resi-
dents. As part of this process, the CRA officer will
meet with representatives of community groups in
New Orleans, including ACORN, as well as any other
group that has information helpful to Applicant in
assessing the credit needs of the community. Appli-
cant will also instruct its loan officers on a regular
basis, in writing, on the policies and practices it
devclops to meet the needs of low- and moderate-
income residents of New Orleans.

Applicant will establish, initially for a two-ycar
period, a mortgage lending program directed primarily
at low- and moderate-income residents in New Or-
leans. During this two-year period, Applicant will
make every reasonable effort to make available a
minimum of $2 million of VA and FHA first mortgage
toans to tow- and moderate-income borrowers, Appli-
cant will assess the program’s overall success after
two years. At that time, Applicant will decide whether
to continue the mortgage lending program, expand it,
or discontinue it, bascd on the success of the program.
In addition, Applicant will make SBA loans in New
Orleans. Applicant previously provided and will con-
tinue to provide non-SBA small business loans in New
Orleans. Moreover, Applicant has committed to cash,
at no charge, U.S. government checks presented by its
customers with valid Louisiana identification. Appli-
cant will revise its CRA statement to reflect accurately
the loan programs available to all its customers.

Applicant will advertise on a regular basis all of its
relevant loan and deposit programs, including its
FHA, VA, and SBA loans and its low-cost economy
checking account, in newspapers and other media
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designed to reach low- and moderate-income and
minority persons.

Applicant also relies strongly on its commitment to a
widely dispersed, evenhanded, consumer lending pro-
gram. Bank has consumer loans outstanding in 147 of
the 149 low- and moderate-income census tracts in the
city of New Orleans,® and Bank approves and declines
approximately the same percentage of consumer loan
applications in those low- and moderate-income cen-
sus tracts that have predominately a minority popula-
tion {minority composition in excess of 80 percent of
total population) as in all such low- and modcrate-
income census tracts. This program is to be continued
in the future.

Finally, Applicant will promptly develop a detailed
plan to reassess the credit nceds of the low- and
moderate-income communitics in  New  Orleans
through meetings with community groups, including
ACORN. Thereafter, Applicant will submit this plan
to the Federal Reserve Bank of Atlanta for approval as
soon as possible, but in no event later than 90 days
following the date of this Order. Applicant will furnish
written reports, as required by the Rescerve Bank,
detailing its progress in implementing its programs (o
assess and service the convenience and needs of the
community.

Despite the commitments now advanced by Appli-
cant, Protestants continuc to oppose the applications,
in principal part because Protestants belicve Appli-
cant’s pilot mortgage lending program should include
conventional mortgage loans at below market rates
with the waiver of a number of requircments, such as
the assessment of points and fees. While the Board
may in some circumstances give appropriate weight to
commitments for future actions to improve service to
the community,” the Board does not believe the CRA
or the BHC Act requires the Board to establish the
terms and conditions on which lending activities must
be conducted to meet community nceds. The Board
has previously stated that it *‘finds nothing in the BHC
Act that requires or authorizes the Board to dictate a
bank’s product mix (which credit or deposit services a
bank should emphasize) or to dictate what proportion
or amount of an institution’s funds must, or even
should be allocated to any particular credit need,
borrower or neighborhood, or on what specific terms
credit should be extended.”” Commerce Bancshares,
Inc., 64 FEDERAL RESERVE BULLETIN 576, 579 (1978).

6. For purposes of this discussion, a low-income census tract has a
median family income of less than 80 percent of the median family
income in the metropolitan arca and moderate-income census tract
has a median family income between 80 percent and 125 pereent of the
median family income of the metropolitan arca.

7. See Board statement of January 3, 1980, Federal Reserve
Regulatory Service, § 6-1312.

See also, NBD Bancorp, Inc., 68 FEDERAL RESERVE
BurLLeTIN 306, 308 (1982); F&M Bankshares, Inc., 66
FEDERAL RESERVE BULLETIN 508, 509 (1980); and
Michigan National Corporation, 66 FEDERAL RE-
SERVE BULLETIN 247, 249 (1980).

Finally, Protestants allege that Applicant engages in
a pattern or practice of racial discrimination in grant-
ing credit in New Orleans. The Board has carefully
considered the record on this issue, analyzing the
information submitted at the public meeting and rcle-
vant loan documentation. Based upon this review, the
Board cannot find that individuals were denjed credit
on the basis of their race or the character of the area
where they reside.

Accordingly, based upon all of the evidence, includ-
ing the programs and measures that Applicant has
undertaken to scrve the convenience and needs of the
community, including low- and moderate-income seg-
ments of that community, as well as Bank’s record of
consumer lending,® and the additional monitoring of
Applicant’s programs by the Rescerve Bank, the Board
concludes that convenience and needs considerations
are consistent with approval of these applications.

Based on the foregoing and other facts of record, the
Board has determined that the applications should be,
and hereby are, approved.” This transaction shall not
be consummated before the thirtieth calendar day
following the cffective date of this Order, or later than
three months after the cffective date of this Order,
unless such period is extended for good cause by the

8. Bank’s consumer lending record must be considered in conjunc-
tion with its limited mortgage lending record because the Board has
found that focusing solely on mortgage lending “‘does not give a
meaningful picture of a bank’s overall service to the community.”
Marine Midlund Banks, Inc., 61 FEDERAL RESERVE BULLETIN 890,
892 (1975). See also American Security & Trust, 62 FEDERAL RESERVE
BurLETIN 258 (1976); Manchester Financial Corporation, 63 FEDER-
AL RESERVE BULLETIN 849-850 (1977).

9. The Board has also considered the petition of Protestants to
consider this matter at an open meeting, or, in the alternative, to
maintain a complete transcript of the discussion of this application at
the closed meeting and to provide onc week’s advance notice of the
closed meeting. The Government in the Sunshine Act, S U.S.C. §
552b, provides specific exemptions from its general requirement of
open meetings where, as here, the discussion of a particular item is
tikely to result in the disclosure to the public of financial institution
cxamination data and ratings or confidential financial information of
the applicant. In addition, the Sunshine Act docs not require a
transcript of any portion of an agency meeting that is closed becausc
discussion of a particular item is likely to involve disclosure of
examination data. 12 U.5.C. 552b(f)(1).

Finally, the Sunshine Act provides an exception to the onc-week
notice requirement of agency meetings in the case of an agency that
properly closes a majority of its mectings under the financial institu-
tions examination and certain other exemptions. The Board is such an
agency and has adopted a regulation to that effect. Thercfore, the
Board is required to provide notice of a meeting at the ecarliest
practicable time, a requirement the Board met in this case by actual
notice to Protestants two days before the meeting at which this
application was considered,

For these reasons, the Board has denied Protestants’ petition.



Legal Developments 659

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

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

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

WiLLIAM W. WILES

[SEAL] Secretary of the Board

InterFirst Corporation
Dallas, Texas

Order Approving Acquisition of a Bank

InterFirst Corporation, Dallas, Texas, a bank holding
company within the mecaning of the Bank Holding
Company Act (“‘Act”), has applied for the Board’s
approval under section 3(a)(3) of the Act (12 U.S.C. §
1842(a)(3)) to acquire all of the voting shares of Inter-
First Bank Delaware, New Castle, Delaware
("*‘Bank’), a proposed new bank chartered under
Delaware law that will engage in credit card operations
and accept time deposits.

Notice of the application, affor.fing an opportunity
for interested persons to submit comments, has been
duly published. The time for filing comments has
expired, and the Board has considered the application
and all comments received in light of the factors set
forth in section 3(c) of the Act (12 U.S.C. § 1842(¢c)).

Applicant is the sccond largest banking organization
in Texas, operating 68 subsidiary banks with total
deposits of $14.2 billion. Bank is a newly chartered
state bank that will be located in Delaware.! Upon
consummation of this proposal, Applicant would
transfer the credit card operations of Applicant’s lcad
bank, InterFirst Bank Dallas, to Bank. Because
Bank’s activities are limited by state law, the proposed
transaction would have no significant effect on the
concentration of banking resources in Delaware.

Under section 3(d) of the Act, the Douglas Amend-
ment, 12 U.S.C. § 1842(d), the Board is prohibited
from approving any application by a bank holding
company to acquire any bank located outside the state
in which the operations of the bank holding company’s
banking subsidiaries are principally conducted unless
the acquisition is ‘‘specifically authorized by the stat-
ute laws of the state in which such bank is located, by
language to that effect and not merely by implication.”
On February 19, 1981, and on August 13, 1984, the

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

State of Delaware amended its banking law to permit
an out-of-statc bank holding company to acquire not
more than two de novo banks that will be “‘operated in
a manner and at a location that is not likely to attract
customers from the general public in [Delaware] to the
substantial detriment of existing banking institutions in
this state.”™?

The proposed acquisition under the Delaware law is
subject to approval by the State Bank Commissioner.
On January 27, 1986, the State Bank Commissioner of
Delaware preliminarily approved Applicant’s forma-
tion and acquisition of Bank, Based on the foregoing,
the Board has determined, as required by scction 3(d)
of the Act, that the proposed acquisition conforms to
Delaware law and is specifically authorized by the
statute laws of Delaware.

Although Bank is located in the Wilmington banking
market,? under the limitations imposed by Delaware
law on Bank’s operations, Bank is not likely to be-
come a significant competitor in that banking market.
The Board notes that this proposal represents a reor-
ganization of Applicant’s ¢xisting credit card opera-
tions and that Bank will engage primarily in consumer
lending through its credit card operations. Bank will
provide consumer credit card services in Texas and
Oklahoma and intends in the near future to offer such
credit card services in New Mexico, Arizona, Colora-
do, Kansas, Missouri, Arkansas, and Louisiana. The
Board concludes that the proposal will not have ad-
verse effects on competition or the concentration of
banking resources in any relevant area, and that the
overall competitive effects of the proposal are consis-
tent with approval of the application.

In evaluating this application, the Board has consid-
cred the financial and managerial resources and future
prospects of Applicant and the effect of this proposal
on these resources. In its evaluation of the financial
aspects of this proposal, the Board has given particular
consideration to the fact that this is an internal reorga-
nization designed to improve operational efficiencies.
This proposal is de minimis and will not have a
matcrial effect on Applicant. Although Bank has no
financial or operating history, its financial and mana-
gerial resources and future prospects are favorable.

In its evaluation of InterFirst’s managerial re-
sources, the Board has considered certain violations
by InterFirst’s subsidiary banks of the Currency and

2. Del. Code. Ann, tit. S § 803 (Supp. 1984). The law provides,
however, that each such bank may be operated 1o attract and retain
customers with whom that bank, the out-of-state holding company, or
the holding company’s banking and nonbanking subsidiaries have or
have had business relations.

3. The Wilmington banking market is approximated by Cecil Coun-
ty in Maryland, Salem County in New Jersey, and New Castle County
in Delaware.
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Foreign Transactions Reporting Act* (“"CFTRA’’) and
the regulations thereunder. The Board notes that In-
terFirst brought thesc matters to the attention of the
appropriate supervisory authorities after the violations
were discovered through an internal audit and has
cooperated with law enforcement agencies.

In addition, InterFirst and its subsidiarics have
implemented a comprehensive remedial program to
correct these violations and to prevent violations from
occurring in the future. Applicant has advised the
Board that it has filed corrective currency transaction
reports; implemented procedures requiring senior offi-
cers to monitor compliance with the CFTRA reporting
requircments; and established an automated software
program at teller windows to help ensure that report-
able currency transactions are automatically identified
for proper reporting. Applicant also has instituted an
intensive internal training program for bank personnel
regarding compliance with the CFTRA.

The sufficiency of the compliance procedures adopt-
cd to address this matter and the efficacy in correcting
the deficiencies have been reviewed by the primary
supcrvisors of the banks involved. The Board also has
consulted with appropriate enforcement agencies with
respect to this matter, and has considered InterFirst’s
past record of compliance with the law. For the
foregoing reasons, and based upon a review of all of
the facts of record, including the nature of this propos-
al, the Board finds that the financial and managerial
resources and future prospects of Applicant are con-
sistent with approval,

Upon consummation of this proposal, Applicant
plans to offer Bank’s customers new products and
services not currently available to them, such as a
premium service credit card and credit card registra-
tion. The Board concludes that factors relating to the
convenience and needs of the community to be served
are consistent with approval of the application.

Even though this application is being approved, the
Board expresses its concern about the proliferation of
statutes of this type which permit the entry of out-of-
state bank holding companies in order to shift jobs and
revenues from other states, while limiting the in-statc
activities of out-of-state owned banks so as to avoid
competition with in-state banking organizations.’
These statutes do not appear to be based on appropri-
ate public policy considerations for assuring a stable
and sound banking system locally and nationwide, and
the end result of their adoption by other states can
only be a serious impairment of banking standards and

4. 31 U.S.C. § 5311, et seq.; 31 C.F.R. § 103.
5. See, Citicorp, 71 FEDERAL RESERVE BULLETIN 104 (1985).

no net gains in jobs or revenues because of the
proliferation.

Based on the foregoing and other facts of record, the
Board has determined that approval of the application
would be consistent with the public interest and that
the application should be and hereby is approved. The
transaction shall not be consummated before the thirti-
eth calendar day following the effective date of this
Order, or later than three months after the effective
date of this Order, and Bank shall be opened for
business not later than six months after the effective
date of this Order. The latter two periods may be
extended for pood cause by the Board or by the
Federal Reserve Bank of Dallas, acting pursuant to
delegated authority.

By order of the Board of Governors, effective
July 21, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Orders Issued Under Section 4 of the Bank
Holding Company Act

First Bank System, Inc.
Minneapolis, Minnesota

Order Approving Application to Engage in the
Activity of Making and Servicing Loans

First Bank System, Inc., Minneapolis, Minnesota, a
bank holding company within the meaning of the Bank
Holding Company Act (“‘Act”) (12 U.S.C. § 1841
et seq.), has applied for the Board's approval under
section 4(c)(8) of the Act (12 U.S.C. § 1843(c)(8)) to
engage de novo through its subsidiary, FBS Credit
Services, Inc. (‘‘Company’’), Minneapolis, Minneso-
ta, in acquiring low-quality assets in conncction with
the sale of some of Applicant’s subsidiary banks.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published (51 Federal Register 17,408 (1986)).
The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the Act.

Applicant, with total consolidated assets of $25.7
billion,! has two lead banks, First National Bank of

1. All banking data arc as of December 31, 1985, unless otherwisc
specified.
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Minneapolis  (*‘First Minneapolis’™), Minneapolis,
Minnesota, and First National Bank of Saint Paul
(‘““First St, Paul’’), St. Paul, Minnesota.

Applicant proposcs to engage de nove in the admin-
istration, management, collection, and liquidation of
low-quality assets transferred from somc of its af-
filiated banks that it intends to divest. These activities
are permissible for bank holding companies under
section 225.25(b)(1) of Regulation Y (12 U.S.C.
§ 1843(b)(3)).2

In every case involving an acquisition by a bank
holding company under section 4 of the Act, the Board
considers the effect of the acquisition on the financial
condition and resources of the applicant. In this con-
nection, the Board has taken into consideration that
the subsidiary would be capitalized at a level commen-
surate with the quality of the specific low-quality
assets. Further, the Board also considered that fund-
ing would be provided by sophisticated investors and
would be on terms which do not expose the subsidiary
to liquidity or interest rate risks. After reviewing all
the facts of record relating to the overall financial
condition of Applicant, the Board has determined that
the financial factors relating to this application arc
consistent with approval, particularly in light of cer-
tain commitments made by Applicant in connection
‘with this proposal.

In its evaluation of Applicant’s managerial re-
sources, the Board has considered certain violations
by Applicant of the Currency and Foreign Transac-
tions Reporting Act (“"CFTRA"), and the regulations
thereunder.? The Board notes that Applicant brought
the CFTRA matters to the attention of the appropriate
supervisory authorities after the violations were dis-
covered through its internal audit and has cooperated
with various regulatory agencics.

Applicant has advised the Board that it has taken
numerous steps to prevent recurrence of violations of
CFTRA, including the following:

(1) a revision of internal audit procedures to ensure
effective auditing for compliance with the CFTRA,
including a review of employces’ understanding of
the regulations through training; testing of samples
of transactions to determine if appropriate reports
have been made when required; and a review of the
exempted customer list;

(2) areview of all exempt lists and identification of

prior transactions which must be reported;

2. Company also proposecs to manage and liquidate certain low-
quality assets on behalf of banks retained by Applicant. This activity
is permissible without the prior approval of the Board under section
4(c)(1)(C) of the Act and under section 225.22(a) of Regulation Y.

3, 31 US.C. § 5311 et seq.; 31 C.F.R, § 103.

(3) a review by Applicant’s Legal and Compliance
Department of current CFTRA Regulations; a revi-
sion of procedures to ¢nsure compliance, including
reporting, recordkeeping, and retention require-
ments; and procedural guidelines to assure compli-
ance;

(4) the development by each bank of specific proce-
dures to ensure compliance with CFTRA in view of
Applicant’s revised compliance procedures; and
(5) the designation of a compliance officer at cach
bank who will be responsible for reviewing the
CITRA requirements with all personnel involved in
transactions where violations may occur, and ongo-
ing training of affected personnel in conjunction with
periodic reviews of the CEIRA requirements.

The sufficiency of the compliance procedures to
address this matter and their efficacy in correcting the
deficiencies have been reviewed by Office of the
Comptroller of the Currency examiners. The Board
has also consulted with appropriate enforcement agen-
cies and has considered Applicant’s past record of
compliance with the law. For the foregoing reasons
and based upon a review of all the facts of record, the
Board concludes that the managerial resources of
Applicant are consistent with approval,

Before approving an application under section 4 of
the Act that the Board has determined is closely
related to banking, the Board must consider whether
Applicant’s performance of the proposed activitics
““can reasonably be expected to produce benefits to
the public, such as greater convenience, increased
competition, or gains in efliciency that outweigh possi-
ble adversc effects, such as undue concentration of
resources, decreased or unfair competition, conflicts
of interest, or unsound banking practices.”” 12 U.S.C.
§ 1843(c)(8).

Consummation of Applicant’s proposal will have no
adverse effect on competition, as this proposal is
viewed as an internal reorganization. Based upon the
facts of record, the Board concludes that performance
of the proposcd activities by Applicant can reasonably
be expected to provide benefits to the public.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) is favorable. Accordingly, the application is
hereby approved. This determination is subject to all
of the conditions set forth in Regulation Y, including
sections 225.4(d) and 225.23(b)(3) (12 C.F.R.
§¢ 225.4(d) and 225.23(b)(3)), and to the Board’s
authority to require modification or termination of the
activities of the holding company or any of its subsid-
iaries as the Board finds necessary to assure compli-
ance with the provisions and purposes of the Act and
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the Board’s regulations and orders issued thereunder,
or to prevent evasion thercof.

This transaction shall not be consummated later
than three months after the effective date of this
Order, unless such period is exteaded for good cause
by the Board, or by the Federal Reserve Bank of
Minneapolis, pursuant to delegated authority.

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

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

FirstBank Holding Company of Colorado
Lakewood, Colorado

Order Approving the Issuance and Sale of Variably
Denominated Payment Instruments

FirstBank Holding Company of Colorado (*‘Appli-
cant” or “FirstBank’"), Lakewood, Colorado, a bank
holding company within the meaning of the Bank
Holding Company Act (‘‘Act’), has applied for the
Board’s approval under section 4(c)(8) of the Act
(12 U.S.C. § 1843(c)(R)) and scction 225.23(a)(3) of the
Board’s Regulation Y (12 C.I.R. § 225.23(a)(3)), to
engage de novo in the issuance and sale of payment
instruments, as follows: (1) domestic money orders,
up to a maximum face value of $10,000; and (2) official
checks, with no limitation on the maximum face
amount, but subject to certain conditions. These in-
struments would be sold throughout Colorado through
branches of Applicant’s subsidiary banks and one
nonbank subsidiary.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
published (51 Federal Register 15,835 (1986)). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the public interest factors sct forth in
section 4(c)(8) of the Act.

FirstBank controls total consolidated asscts of
$763.9 million' and is the seventh largest banking
organization in the state. FirstBank controls 26 subsid-
iary banks, with $639.4 million in total deposits,?

1. All banking data are as of March 31, 1986, unless otherwise
noted.
2. Deposit data are as of December 31, 1985,

representing 3 percent of aggregate state deposits.
FirstBank also engages in a number of nonbanking
activities.

Regulation Y includes on the list of permissible
nonbanking activities the issuance and sale of money
orders and other similar consumer-type payment in-
struments with a face value not exceeding $1,000.3 The
Board previously has approved by order applications
to engage in the issuance of payment instruments with
a maximum face value of $10,000.¢ In its orders, the
Board found that an increase in the denomination of
such instruments would not aftect the fundamental
nature of the payment instruments, and the Board
concluded that the issuance and sale of the proposed
instruments in increased denominations was closely
related to banking. In addition, the Board has previ-
ously approved by order the direct salc and issuance of
official checks with no maximum face value, subject to
certain conditions.’

In order to approve this application, the Board must
also find that the performance of the proposed activity
by FirstBank ‘‘can reasonably be expected to produce
benefits to the public, such as greater convenience,
increased competition, or gains in efficiency, that
outweigh possible adverse cffects, such as unduc
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”” 12 U.S.C. § 1843(c)(8).

Consumer-type payment instruments, such as tradi-
tional money orders, arc marketed nationally on the
wholesale level by a few large organizations and
locally on the retail level by a wide variety of financial
and nonfinancial institutions.t On the national scale,
the market is highly concentrated, being dominated by
a few large organizations, Entry into this business on a
national or regional scale in a substantial manner
involves overcoming significant barricrs because a
potential cntrant must possess the capability for man-
aging the extensive sales and servicing operation nec-
essary for handling a low unit-price, high volume
product. Such capabilities frequently are associated
with banking organizations with both a moderate size
and a significant branch or subsidiary bank system,

3. 12 C.F.R. § 225.25(b)(12).

4, BankAmerica Corporation, 70 FEDERAL RESERVE BULLETIN 364
(1984); see also The Chase Manhattan Corporation, 71 FEDERAL
RESERVE BuLLiTin 905 (1985); and Citicorp, 71 FEDERAL RESERVE
BULLETIN 58 (1985).

5. Wells Fargo & Company, 72 FEDERAL RESERVE BULLETIN 148
(1986).

6, Money orders are primarily used to transmit money by consum-
ers who do not maintain checking accounts. Traditionally, money
orders have a maximum face value printed on the instrument, which is
generally at or lower than the limit set by Regulation Y. Official
checks can be used as a substitute for a variety of payment instru-
ments, such as cashier's checks, and could be used by businesses as
part of their cash management strategy.
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such as FirstBank. FirstBank’s c¢ntry into this market
would result in increased competition in an industry
that currently is concentrated. Accordingly, the Board
views FirstBank’s proposal as procompetitive and in
the public interest.

Applicant proposes to issue and scll domestic mon-
cy orders with a maximum face value of $10,000, and
official checks with no limitation on the maximum face
amount. In its BankAmerica and Wells Fargo orders,”
the Board noted its concern that the issuance of such
instruments with a face value over $1,000 could result
in an adverse cffect on the reserve base because such
instruments are not subject to transaction account
reserve requirements. Because reserve requirements
serve as an cssential tool of monetary policy, the
Board has expressed concern that proposals like that
of Applicant might result in adverse cffects on mone-
tary policy.

In order to assess the effects of such proposals on
the reserve base, the Board has determined that it
should closely monitor the cffects of such proposals on
its conduct of monetary policy. To that end, the Board
has approved proposals to issue domestic money
orders with a face value of up to $10,000, but also has

required the filing with the Board of weekly reports of

daily data on this activity. If it appcars that the activity
causes a significant reduction in the reserve base or
other adverse effect on the conduct of monetary
policy, the Board has stated that it might impose
reserve requirements on such transactions, pursuant
to scction 19 of the Federal Reserve Act (12 U.S.C.
§ 461(a)) and the Board’s Regulation D (12 C.F.R. Part
204).

To address the monetary policy concerns expressed
in the Board’s prior orders, FirstBank has committed
that it will deposit to a demand deposit account at its
subsidiary in Lakewood, FirstBank of Villa Italia,
subject to the reserve requircments of that bank, all
the proceeds of any official check having a face value
in excess of $10,000. The proceeds of each item will
remain in the demand account until the respective
payment instrument is paid in full. FirstBank has also
committed to submit weekly reports of daily data
showing separately the aggregate value of all outstand-
ing instruments (including money orders and official
checks) with a face value of up to $10,000, and the
aggregate value of all official checks with a face value
exceeding $10,000.

Applicant contends that implementation of the fore-
going commitments and procedures will maintain re-
serves at the same level as would be the case if the
Board were to approve an application to increase the

7. See notes 4 & 5, supra.

denomination of official checks available for sale by
FirstBank from $1,000 to $10,000 (as previously ap-
proved by order for other bank holding companies),
but at the same time will permit FirstBank to increase
the efficiency and reduce the overall cost of its pay-
ment instrument activities. Having reviewed the pro-
posal, the Board has determined that the commitments
and procedures outlined thercin sufficiently mitigate
the Board’s concerns regarding potential adverse ef-
fects on the reserve base to allow Applicant to com-
mence the activity as proposed. 'The Board's approval
for Applicant to engage in this activity, of course, is
subject to the continued evaluation of its potential
adverse cffects on monetary policy. If the Board
discerns such effects in the future, the Board would
require appropriate modification of the activity and/or
imposition of additional reserve requirements.

The record shows that the sale of these large-
denominated money orders by FirstBank would in-
crease competition in this field and enhance the conve-
nience of purchasers. The Board finds that these
instruments, which will be issued by a substantial
financial organization and will enjoy ready acceptabil-
ity, will provide bencfits to the public. Morcover,
there is no evidence in the record that consummation
of this proposal would result in adverse effccts, such
as unsound banking practices, unfair competition,
conflicts of interests, or undue concentration of re-
sources.

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

The activity shall be commenced no later than three
months after the effective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Reserve Bank of Kansas City, acting
pursuant to delegated authority.

By order of the Board of Governors, ecffective
July 17, 1986.

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

JAMES MCAFEE

[sEAL] Associate Secretary of the Board
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Independent Bankers Financial Corporation
Dallas, Texas

Order Approving Rentention of Interest in Joint
Venture with Mills & Allen lnternational PLC

Independent Bankers Financial Corporation, Dallas,
Texas, a bank holding company by virtue of its control
of Texas Independent Bank, Dallas, Texas, has ap-
plied for the Board's approval to retain its interest in
GIMB (‘“*Company’’), New York, New York, a joint
venture partnership with Mills & Allen International
PL.C, London, England.

The applicaiion to relain the joint venture is re-
quired under the commitments made by Applicant and
Mills & Allen to notify the Board, and apply to retain
the joint venture, in the cvent of changes in the
securities activitics of Mills & Allen. The Board ap-
proved the joint venturc on Junc 26, 1985.! Subse-
quently, Mills & Allen acquired Ginteleo, New York,
New York, a broker of corporate debt sccurities that
engages to a limited extent in dealing in such securi-
tics.

Company engages in the activity of acting as a
municipal securities ‘*brokers’ broker,” as defined by
Rule 15¢3-1 implementing scction 15(¢)(3) of the Secu-
ritics Exchange Act of 1934, Applicant holds a 49
percent interest in Company through its sccurities
brokerage subsidiary, Independent Brokerage of
America. The remaining 51 percent interest in Compa-
ny is held by Mills & Allen through its wholly owned
subsidiary GGB Holding, Inc., New York, New York.

Applicant, with total deposits of $97.4 million,? is a
one-bank holding company with a bankers’ bank as a
subsidiary. The sharcholders of Applicant are 360
banks in Texas. Mills & Allen is a publicly held
corporation based in the United Kingdom that engages
in insurance, advertising and sccuritics activities
throughout the world.

In evaluating an application to rctain a nonbanking
activity, the Board applies the same standards it would
apply to an application to commence such activities
initially. Section 4{c)(8) of the Bank Holding Company
Act (*‘Act’’) requires the Board to consider whether
Applicant’s performance of the proposed activities can
“reasonably be expected to produce benefits to the
public, such as greater convenience, increased compe-
tition, or gains in efficiency, that outweigh possible
adverse effects, such as undue concentration of re-
sources, decreased or unfair competition, conflicts of
intercsts, or unsound banking practices.” 12 U.S.C. §
1843(c)(R).

L. Independent Bankers Financial Corporation, 71 FEDERAL Ri-

SERVE BULLETIN 651 (1985).
2. Banking data arc as of September 30, 1984.

The Board has on previous occasions expressed
concerns about joint ventures, particularly those be-
tween bank holding companies and securities firms.
The Board is concerned that joint ventures not lead to
a matrix of rclationships between co-venturers that
could break down the legally mandated separation of
banking and commerce, create the possibility of con-
flicts of interests and concentration of resources the
Act was designed to prevent, or impair or give the
appearance of impairing the ability of the banking
organization to function cffectively as an independent
and impartial provider of credit.® In addition, joint
ventures must be carcfully analyzed for any possible
adverse effects on competition and on the financial
condition of the banking organization involved in the
proposal. The Board believes that these concerns are
exacerbated where, as here, the joint venture involves
a relationship between a bank holding company and a
securitics firm that is more than a passive investor,
because such arrangements create the potential for the
mingling of permissible and impermissible securities
activities.

In its analysis of previous joint ventures, the Board
has carefully evaluated the activities of the nonbank-
ing partner in order to assure that an impermissible
matrix of relationships with the securities company
was unlikely to develop. The Board has also relied on
represenlations and commitments of the companies
involved to address possible adverse effects that may
arise from the formation of the joint venture,

Company engages exclusively and Mills & Allen
engages predominately in brokerage activities that arc
permissible for a state member bank under section 16
of the Glass—Steagall Act (12 U.S.C. § 24 Seventh).*
However, Mills & Allen also engages through Gintelco
in a limited amount of dealing in corporate debt issues
for its own account.” Were this activity conducted by a
member bank or its affiliate, & question would be
presented as to whether the activity was consistent
with the restrictions in the Glass-Steagall Act on

3. E.g., Independent Bankers Financial Corporation, 71 FEDERAL
RESERVE BULLETIN 651, 653 (1985); Amsterdam-Rotterdam Bank,
N.V., 70 FEDERAL REsErvE BUt.LeTiN 835, 836 (1984); The Maybaco
Company and Equitable Bancorporation, 69 FEDERAL RESERVE But-
LETIN 375 (1983); Dewsche Bank AG, 67 FEDERAL RESERVE BULLE-
TIN 449 (1981).

4, Securities Industry Ass’n v. Board of Governors!Schwab, 468
u.s. — (1984).

5. Mills & Allen acquired Ginteleo on the day following the Board's
approval of the joint venture. The circumstances surrounding the
acquisition of Ginteleo suggest that Mills & Allen may have misled the
Board concerning its plans to expand its sccurities activities in the
United States by failing to disclose information that it had been
advised was material to the Board's consideration of the application to
form the joint venture,
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securities activities of member banks and their affili-
ates. Although the Glass—Steagall Act would not
prohibit the continuation of the joint venture,” Mills &
Allen’s expansion of its securities activities presents
the possibility of mingling permissible securitics activi-
ties with securities activities that arc impermissible for
a member bank under the Glass-Steagall Act.

In the Board’s view, the possible adverse effects of
Applicant’s continued association with Mills & Allen
arc substantially reduced by certain additional repre-
sentations provided by the parties in conncction with
this application to retain Company. Mills & Allen has
represented that Gintelco’s market-making activity
will not exceed existing levels, representing a total of
approximately $3.5 million at any one time or $250,000
in any one issue.® This representation limits the deal-
ing activity of Gintelco so that dealing will not be more
than a minor and ancillary part of Gintelco’s business
so long as Mills & Allen rctains its interest in the joint
venlure,

In addition, to avoid the problems which arose from
Mills & Allen’s acquisition of Gintelco and required
this application to retain the joint venture, Applicant
and Mills & Allen have represented as follows:

1) Mills & Allen does not engage in, nor intend to

acquire any other company engaged in, any activity

in the United States that would be impermissible for

a state member bank under section 16 of the Glass—

Steagall Act (12 U.S.C. § 24 Seventh) nor will it

engage in, or acquire a company engaged in, any

such activity in the United States,

2) If at any time Mills & Allen is cither unable or

unwilling to observe the foregoing representations

due to a change in economic or commercial circum-
stances, or for any other reason, Mills & Allen and

Independent Bunkers agree that: Mills & Allen will

at such time immediately notify the Board; the

approval of the Board for Independent Bankers to
continue to participate in GIMB with Mills & Allen
shall be revoked automatically without any further
action by the Board; and Independent Bankers will
terminate its business relationship with Mills &
Allen with respect to GIMB immediately.

6. 12 U.S.C. §% 24 (Seventh), 78, 377 and 378.

7. Mills & Alien and Gintelco are not member banks and do not
mecet the definition of an “*affiliate’” of Independent Bankers’ member
bank subsidiary under section 2(b) of the Glass-Steagall Act.
12 U.8.C. § 221(b).

8. These amounts represent approximately 6 percent of Gintelco's
revenues and 3.6 percent of its total assets.

Under these representations, any change in Mills &
Allen’s securities activities to include any activity that
would be impermissible for a state member bank in the
United States will result in automatic termination of
the joint venture and revocation of the Board's ap-
proval for the joint venture, and the Board hereby so
conditions its approval of the retention of the joint
venture,

In addition, the Board is of the view that potential
for commingling the business of Applicant and Compa-
ny with that of Gintelco is reduced by the commit-
ments previously offered by Mills & Allen and the
Applicant concerning separation of offices and person-
nel, non-referral of customers, the use of the business
name GIMB only (on the basis that the name is not
readily identifiable with Mills & Allen or any of its
subsidiaries), and other commitments.® The Board’s
approval is conditioned upon the joint venturcrs’ ad-
herence to those commitments and the additional
representations provided in connection with this appli-
cation to retain Company.

With respect to the other factors the Board is
required to consider, the Board finds no evidence in
the record indicating that Applicant’s brokerage activi-
ties have resulted in, or would result in, any undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, unsound banking prac-
tices or other adverse effects.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)8) is favorable. Accordingly, the application is
hereby approved. This determination is subject to the
conditions set forth in sections 225.4(d) and
225.23(b)(3) of the Board’s Regulation Y, 12 C.F.R. §§
225.4(d) and 225.23(b)(3). The approval is also subject
to the Board’s authority to require modification or
termination of the activities of the holding company or
any of its subsidiarics as the Board finds necessary to
assure compliance with the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thercof,

By order of the Board of Governors, eftective
July 24, 1986.

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

JAMES MCAFEE

{sEaL) Associate Secretary of the Board

9. See Independent Bankers Financial Corporation, 71 FEDERAL
RESERVE BULLETIN 653654 (1985).
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Rainier Bancorporation
Seattle, Washington

Order Approving Acquisition of a Federal Savings
Bank

Rainier Bancorporation, Seattle, Washington, a bank
holding company within the mecaning of the Bank
Holding Company Act (‘““BHC Act” or “‘Act’), has
applied under section 4(c)(8) of the BHC Act,
12 U.S.C. § 1843(c)(8), and section 225.23(a)(3) of the
Board's Regulation Y, 12 C.F.R. § 225.23(a)(3), to
acquire all of the voting shares of Rainier Bank Ore-
gon, a Federal Savings Bank, Portland, Orecgon
(*‘Rainier Savings’’). Rainier Savings is a newly cstab-
lished federal savings bank formed to assume the
liabilities and acquire substantially all of the assets of
Lincoln Savings and Loan Association, Portland, Ore-
gon (‘‘Lincoln’"), a state savings and loan association,
whose deposits are insured by the Federal Savings and
Loan Insurance Corporation (“'FSLIC”).

Rainier Savings would operate as a federal savings
bank in Oregon. It would not be a “‘bank’ within the
meaning of the BHC Act because its accounts would
be insured by the FSLIC. 12 U.S.C. § 1841(c). Al-
though the Board has not added the operation of a
federal savings bank 1o the list of activitics generally
permissible for bank holding companies, 12 C.F.R.
§ 225.25(b), the Board has previously determined by
order that the operation of a federal savings bank or
other thrift institution is closely related to banking.!

By acquiring Rainier Savings, Applicant would indi-
rectly acquire Retirement Benefit Services, Inc., Port-
land, Oregon (“RBS’"), a wholly owned subsidiary of
Lincoln which provides discount brokerage services
and engages in certain other activities. The Board has
previously determined discount brokerage to be close-
ly related to banking and permissible for bank holding
companies. 12 C.F.R. § 225.25(b)(15).

The Federal Home [oan Bank Board (‘‘Bank
Board”"), with the concurrence of the Oregon Supervi-
sor of Savings and Loans, has appointed the FSLIC as
Lincoln’s receiver, effective July 14, pursuant to
12 U.S.C. § 1729(c)}{1)(B). The Bank Board has autho-
rized the FSLIC to transfer Lincoln's assets and
liabilities to Rainier Savings pursuant to 12 U.S.C.
§ 1729(a)-(b). In addition, the Bank Board has selected
Applicant as the winning bidder for Lincoln under the
emergency provisions of section 123 of the Garn-St

1. E.g., First Pacific Investments Limited, 72 FEDERAL RESERVE
BULLETIN 342 (1986); I"'N.B. Corporation, 71 FEDERAL RESERVE
BULLETIN 340 (1985); Old Stone Corporation, 69 FEDERAL RESERVE
BULLETIN 812 (1983); Citicorp, 68 FEDERAL RESERVE BULLETIN 056
(1982).

Germain Depository Institutions Act of 1982 (*‘Garn~
St Germain Act’’). 12 U.S.C. § 1730a(m).

By letter dated July 14, 1986, the Bank Board urged
the Board to act on this application immediately in
view of Lincoln’s weak and deteriorating financial
condition and in view of adverse economic conditions
in Oregon. The Bank Board found that Lincoln had a
negative regulatory net worth of $16.9 million as of
May 31, 1986; has had large and accelerating monthly
losses, and a declining deposit base; has had difficulty
retaining its staff; and would continue to suffer large
losses unless acquired by a stronger institution, such
as Rainier. According to the Bank Board, the pro-
posed acquisition would restore public confidence in
Lincoln, help to maintain confidence in the savings
and loan industry generally, and limit the daily increas-
ing potential cost to the FSLIC.

On July 14, 1986, after considering those and other
facts of record, the Board concluded that there is an
emergency at Lincoln that requires the Board to act on
this application immediately, and the Bank Board
concurred in that finding, That same day, acting
pursuant to section 118 of the Garn-St Germain Act,
the Board accordingly dispensed with the hearing
requirement of section 4(¢c)(8) and shortened to seven
days the period for filing comments.? Notice of the
application was promptly published in the Federal
Register, S1 Federal Register 25,746 (1986), and in
newspapers of general circulation in Portland and
Seattle. The time for filing comments has expired, and
the Board has considered the application and all
comments received in light of the factors set forth in
section 4(c)(8).

Section 4(c)(8) of the BHC Act authorizes a bank
holding company to engage in nonbanking activities
and to acquire sharcs of a nonbanking company that
engages in activities that the Board determines to be
30 closely related to banking or managing or control-
ling banks as to be a proper incident thereto.”” The Act
authorizes the Board to make such determinations by
ovder or by regulation. The Board has previously
determined that operating a thrift institution is closely
related to banking,? and it reaffirms that determination
in this Order.

With respect to the “*proper incident’ requirement,
section 4(c)(8) requires the Board to consider whether
the performance of the activity by an affiliatc of a bank
holding company ‘“‘can reasonably be expected to

2. The Board has dispensed with the notice and hearing require-
ments of section 4(c)(8) in similar circumstances. First Pacific Invest-
ments Limited, 72 FEDERAL RESERVE BULLETIN 342 (1986); F.N.B.
Corporation, 71 FEDERAL RESERVE BULLETIN 340 (1985),

Although section 118 of the Garn-St Germain Act expired on July
15, 1986, the Board’s action remains effective.

3. See note | supra.
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produce benefits to the public, such as greater conve-
nience, increased competition, or gains in cfficiency
that outweigh possible adverse effects, such as undue
concentration of resources, decreased or unfair com-
petition, conflicts of interests, or unsound banking
practices.”

In 1977, the Board considered the general question
whether savings and loan association (*'S&L."") activi-
ties are a proper incident to banking. The Board
concluded that, as a general matter, S&L activities are
not a proper incident to banking because the potential
adverse cffects of gencrally allowing affiliations of
banks and S&Ls were then sufficiently strong to
outweigh any public benefits that might result in
individual cases. D.F. Baldwin & Co., 63 FEDERAL
ResErvE Burrerin 280 (1977).

Because of the considerations elaborated in D11
Baldwin, the Board has not been willing to permit
bank holding companies to acquire thrift institutions
on 4 general basis. The Board has, however, consis-
tently regarded the BHC Act as authorizing the Board
to permit such an acquisition, and the Board has
approved several such proposals involving failing
theift institutions because any adverse effects of bank/
thrift affiliations would be overcome by the public
benefits of preserving the failing thrift institutions.*

The Board approved acquisitions of failing thrift
institutions by bank holding companics both before
and after the cnactment of the Garn-St Germain Act.
That Act recognized the Board’s authority under sec-
tion 4(c)(8) of the BHC Act to approve such acquisi-
tions by authorizing the Board in such cascs to dis-
pense with the notice and hearing requircments of
section 4(c)(8) under appropriate emergency circums-
stances. Although the Garn-St Germain Act expired
on July 15, 1986, the Board’s underlying authority to
permit a bank holding company to acquire a failing
thrift under the net public benefits test of section
4(¢c)(8) remains unaffected.

The Board has reexamined, in the context of this
application, the general adverse factors cited in the
1977 D.H. Baldwin decision, including regulatory con-
flicts, erosion of institutional rivalry, and the potential
for undermining the prohibitions against interstate
banking. The Board has also considered the adverse
factors that might be associated with this particular
application, including any potential for decreased or
unfair competition, unduc concentration of resources,
conflicts of interests, financial risks, diversion of
funds, and participation in impermissible activitics.

4. See, e.g., F.N.B. Corporation, supra; The Chase Manhattan
Corporation, 71 FEDERAL RESERVE BULLETIN 462 (1985); Interstate
Financial Corp 1, 68 FEDERAL REserve BuLrLirin 316 (1982).

Based upon its review of the record, the Board has
determined that the proposed acquisition would yield
substantial and compelling public benefits that would
be sufficient to outweigh the generalized adverse ef-
fects identified in D.I{. Baldwin, 'The acquisition
would preserve Lincoln as a competitor, restore public
confidence in Lincoln, help to maintain confidence in
the savings and loan industry generally, and limit the
potential cost to the FSLIC. Applicant would provide
Lincoln with significant new capital, sufficient to en-
able it to achieve a primary capital ratio in compliance
with the Board’s Capital Adequacy Guidelines.,

The record establishes that Applicant has the finan-
cial and managerial resources to achieve that result. In
cvaluating the proposed acquisition, the Board has
placed considerable weight on the assistance to be
provided by the FSLIC pursuant to its assistance
agreement with Applicant, and has relied on Appli-
cant’s commitment regarding the capitalization of
Rainier Savings.

The proposed acquisition would not substantially
lessen in any relevant market or otherwise decrease
competition. On the contrary, the acquisition would
have a substantial beneficial effect on competition by
preserving Lincoln as an effective competitor. Appli-
cant, with deposits ol $4.8 billion, is the second largest
banking organization in the State of Washington, with
21.2 percent of all deposits in commercial banks in the
state. Lincoln, with deposits of $251 million, is the
twelfth largest depository institution in Oregon, with
1.2 percent of all deposits in depository institutions in
the state.

Applicant and Lincoln compete in the Portland,
Oregon, banking market.® Applicant is the nineteenth
largest of 43 depository institutions in the market, with
0.6 percent of all deposits in depository institutions in
the market. Lincoln is the tenth largest depository
institution in the market, with 1.2 percent of all
deposits in depository institutions in the market, In
view of the small market shares involved, the weak
condition of Lincoln, and the large number of banks
and thrift institutions that would remain in the market,
the acquisition would have no substantial adverse
effect on existing competition in the market,

As numcrous other institutions provide brokerage
services, the acquisition would have no substantial

5. All data are as of June 30, 1985,

6. The Portland, Oregon, banking market is coextensive with the
Portland, Qregon, RMA: it includes Longview, Washington, where
Applicant has a branch.

Lincoln’s only branch outside of the Portland market is in Tilla-
mook, Oregon, which is in the Tillamook County banking market.
Applicant does not operate in that market. The Board has determined
that the proposed acquisition would have no substantial adverse effect
on potential competition in that market.
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adverse effect on existing or potential competition in
the market for those services.

To guard against possible adverse effects of affili-
ation between a banking organization and a savings
bank, including the potential for unfair competition
and diversion of funds, the Board has conditioned its
approval as follows:

1. Applicant shall operate Rainicr Savings as a

federal savings bank having as its primary purposc

the provision of residential housing credit. Rainier

Savings shall limit its activities to those currently

permitted to thrift institutions under the Home Own-

ers’ Loan Act, but shall not engage in any activity
prohibited to bank holding companics and their
subsidiaries under section 4(c)(8) of the BHC Act.

As discussed below, these limitations shall apply to

RBS.

2. Rainier Savings shall not cstablish or operate a

remote service unit at any location outside Oregon.

3. Rainier Savings shall not establish or operate

branches at locations not permissible for national or

state banks located in Oregon,

4, Rainier Savings shall be operated as a separate,

independent, profit-oriented corporate cntity and

shall not be operated in tandem with any other
subsidiary of Applicant. Applicant and Rainier Sav-
ings shall limit their operations so as to comply with
this condition, and shall obscrve the following con-
ditions:
a. No banking or other subsidiary of Applicant
shall link its deposit-taking activitics to accounts
at Rainicr Savings in a sweeping arrangement or
similar arrangement.
b. Neither Applicant nor any of its subsidiarics
shall solicit deposits or loans for Rainier Savings
nor shall Rainier Savings solicit deposits or loans
for any other subsidiary of’ Applicant.

5. Applicant shall not change the name of Rainier

Savings such that the public might be confused

about the status of Rainier Savings as a nonbank

thrift institution,

6. Rainier Savings shall not convert its charter to

that of a national or state commercial bank without

the Board’s prior approval.”

7. Applicant has filed an application to acquire a bank in Oregon
pursuant to the state's interstate banking statute, which became
operative July 1, 1986. Or. Rev. Stat. § 715.065. If that application is
approved and the acquisition is consummated, Applicant intends
thereafter to merge Rainier Savings with the newly acquired bank.
Applicant has requested the Board’s approval under condition 6 above
for that transaction. Subject to Applicant’'s obtaining all necessary
regulatory approvals for the transaction, the Board hercby grants
Applicant the approval required by condition 6, since, upon obtaining
those approvals, Applicant would have acquired the bank and be
authorized to operate the bank in Oregon under express provisions of
Oregon law and consistent with section 3(d) of the BHC Act.

7. To the cxtent necessary to ensure independent
operation of Rainier Savings and prevent the im-
proper diversion of funds, there shall be no transac-
tions between Rainier Savings and Applicant or any
of its subsidiaries without the prior approval of the
Federal Reserve Bank of San Francisco. This limita-
tion encompasses the transfer, purchase, sale, or
loan of any assets or liabilitics, but does not include
infusions of capital from Applicant, the payment of
dividends by Rainier Savings to Applicant, or the
sale of residential real estate loans from Rainicr
Savings to any subsidiary of Applicant.

When a bank holding company applies to acquire a
nonbanking organization, the nonbanking organization
would ordinarily be required to divest any impermissi-
ble asscts, or to cease to engage in any impermissible
activities, before the acquisition is consummated. As
this is an emergency acquisition and provides substan-
tial public benefits, the Board has granted Applicant’s
request for additional time in which to divest noncon-
forming assets of Lincoln or RBS. Any such assets of
Lincoln shall be divested within one ycar after con-
summation; any such assets of RBS shall be divested
within six months after consummation. The additional
time will altow for an orderly divestiture of any such
assets. Any activitics of Lincoln or RBS that are not
permissible for bank holding companies shall ccasc
once the acquisition is consummated.

The Board concludes that, under the conditions set
forth above, the proposed acquisition may reasonably
be expected not to result in conflicts of interests,
unsound banking practices, decrcased or unfair com-
petition, undue concentration of resources, or other
adverse cffects.

Based upon the foregoing and other facts of record,
the Board has determined that the proposed acquisi-
tion would result in substantial and compelling public
benefits that would be sufficient to outweigh any
adverse cffects that may rcasonably be expected to
result from this proposal, including any potential ad-
verse effects of the affiliation of a commercial banking
organization with a thrift institution. Accordingly, the
application is approved subject to the conditions sct
forth above and in the record.

The Board’s decision in this case is subject to the
conditions set forth in Regulation Y, including sections
225.4(d) and 225.23(b), 12 C.F.R. §§ 225.25.4(d),
225.23(b), and to the Board’s authority to require such
modification or termination of the activities of a bank
holding company or any of its subsidiarics as the
Board finds necessary to assure compliance with, or to
prevent evasion of, the provisions and purposes of the
Act and the Board’s regulations and orders issued
thercunder. This transaction shall not be consummat-
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ed later than three months after the effective date of
this Order, unless that period is extended for good
cause by the Federal Reserve Bank of San Francisco,
pursuant to authority hercby delegated, or by the
Board.

By order of the Board of Governors, cffective
July 23, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Reagan Bancshares, Inc.
Big Lake, Texas

Order Approving Acquisition of a« Company Engaged
in Credit Bureau and Collection Agency Activities

Reagan Bancshares, Inc., Big Lake, Texas, a bank
holding company within the meaning of the Bank
Holding Company Act, 12 U.S.C. § 1841 et seq.
(**Act”), has applied for the Board’s approval under
section 4(¢)(8) of the Act (12 U.S.C. § 1843(¢c)(8)) and
section 225.23(a)(3) of the Board’s Regulation Y
(12 C.F.R. § 225.23(a)(3)), to acquire Credit Bureau of
Big Lake, Inc. (‘“Company’’), Big Lake, Texas, and
engage in credit burcau and collection agency activi-
tics.

Notice of the application, affording interested per-
sons an opportunity to submit comments, has been
duly published, 51 Federal Register 2433 (1986). The
time for filing comments has expired, and the Board
has considered the application and all comments re-
ceived in light of the public interest factors set torth in
section 4(c)(8) of the Act.

Applicant is one of the smaller commercial banking
organizations in the statc of Texas, controlling depos-
its of $33.2 million, representing less than 0.1 percent
of total deposits in commercial banking organizations
in the state.! Applicant controls one banking subsid-
lary, Reagan State Bank, Big Lake, Texas (“*Bank™).
Company is presently owned by principals of Appli-
cant; this proposal is merely a restructuring of owner-
ship. Both Bank and Company operate in the Reagan
County banking market, which consists of Reagan
County, Texas. Bank is the only banking organization
and Company is the only credit bureau or collection
agency in the market. Reagan County is sparsely

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

populated; Big Lake, Texas, with a population of
3,500, is the only town in the banking market.

Credit bureau scrvices to be offered by Applicant
include the gathering and reporting of credit informa-
tion. Company will offer membership to any business
that extends credit to customers on a regular basis.
For a monthly fee of $15, members will receive
monthly recorded information compiled by Company
concerning title, deed, property transfer, security in-
terest and other filings from the Reagan County clerk’s
office. In addition, Company will perform credit
checks on members’ customers for a fee which will
depend upon the costs to Company in obtaining the
credit information. Company will obtain access to
nationwide credit information through its membership
in onc of the five national credit burcan services.
Company also will provide information on customers
in its arca to other credit bureaus and nationwide
reporting services for a fee. Collection agency services
to be offered include the collection of past duc trade
accounts and bad checks.

On June 25, 1986, the Board approved adding credit
bureau and collection agency activitics to the list of
permissible nonbanking activitics in the Board's Regu-
lation Y.

In order to approve this application under scction
4(c)(8) of the Act, the Board must determine that the
proposed activities are “‘so closely related to banking

as to be a proper incident thereto. ...
12 U.5.C. § 1843(c)(8).

With regard to whether the proposed activities are
closely related to banking, the traditional tests for
determining whether a nonbanking activity is closely
related to banking, and, thercfore, permissible for
bank holding companices, are sct forth in National
Courier Association v. Board of Governors of the
Federal Reserve System.? 'The National Courier tests
are:

(1) Banks generally have in fact provided the pro-

posed scrvices.

(2) Banks generally provide services that are opera-

tionally and functionally so similar to the proposed

services as to equip them particularly well to pro-
vide the proposed service.

(3) Banks generally provide services that are so

integrally related to the proposed services as to

require their provision in a specialized form.,

2. 516 1.2d 1229 (D.C. Cir. 1975); accord, Securities Industry Ass'n
v. Board of Governors of the Federal Reserve System, — Uu.s.
———, 104 S. Ct. 3003, 3008 (1984).
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Regarding the operation of a credit burcau, banks
frequently report information to credit burcaus and are
the source of much of the credit information held by
credit bureaus. In addition, banks must, in the normal
course of their lending activities, obtain a great deal of
credit information about individuals and companies.
Banks also use information prepared by such organiza-
tions when they receive a loan request {rom a custom-
er. Finally, the Board notes that the Comptroller of the
Currency has issued an interpretive ruling, 12 C.F.R.
5.34 (48 Federal Register 48454 (Oct. 19, 1983)), which
specifies that the operation of a credit bureau is a
permissible activily for an operating subsidiary of a
national bank. Thus, banks either perform the func-
tions of, or in some instances, perform functions
which are opcrationally or functionally similar to the
basic elements of a credit burcau,

Concerning the operation of a collection agency,
banks, in the normal course of business, engage in
debt collection for loans they originate and for loans
that they service for others. Banks arc regarded as
debt collectors under the Fair Debt Collection Prac-
tices Act, 15 U.S.C. 1692, when they collect debts
from other unrelated entities.

Based upon the above considerations, the Board
concludes that Applicant’s proposal to engage in credit
bureau and debt collection activities is closely related
to banking.

Before approving a bank holding company’s appli-
cation to engage in an activity that the Board deter-
mines is closcly related to banking, the Board also
must find that consummation of the proposal can
reasonably be expected to produce benefits to the
public that outweigh possible adverse effects.
12 U.S.C. § 1843(c)(8). With respect to Applicant’s
proposal to engage in credit bureau and debt collection
activitics, it appears that the balance of public benefits
considerations is favorable.

Potential conflicts of interests could arise from bank
holding company ownership of a credit bureau and
collection agency: for instance, in the provision of
credit information by Company to financial instity-
tions that compete with Applicant’s subsidiary
bank(s), or in the use of Company to collect a claim
from a debtor who is also indebted to Applicant’s
subsidiary bank(s), which also scek collection. In
order to reduce the likelihood of conflicts of interests,
the Board has sought and Applicant has made the
following commitments in connection with this appli-
cation:

(1) Applicant’s subsidiary bank(s) will not providc

Company with the names of customers of competing

collection agencies in instances where the affiliated

bank is a depository for a trust account maintained
by competing collection agencics; and

(2) Company shall not provide preferential treat-
ment to a customer of any affiliated bank.

These commitments closely track the conditions that
the Board has determined to impose upon these activi-
ties when they are added to the list of permissible
activitics in Regulation Y.

In addition, there is no evidence in the record, and
specifically no comments in opposition to this applica-
tion, to indicate that Applicant’s engaging in the
proposcd activity would result in undue concentration
of resources, decreased or unfair competition, un-
sound banking practices, or other adverse effects.
Applicant has assured the Board that there will be no
tying arrangements involving services oftered by Com-
pany or services offered by Company and Bank. The
Board has, by regulation, applied to bank holding
companies section 106 of the Act (12 U.S.C. § 1972),
which prohibits the tying of services by banks, “‘in
order to provide specific statutory assurance that the
usc of the economic power of a bank will not lead to a
lessening of competition or other unfair practices.’”
Section 225.4(d) of the Board’s Regulation Y
(12 C.F.R. 225.4(d)), specifically prohibits a *‘bank
holding company and any nonbanking subsidiary’
{rom extending credit or providing any service from
fixing or varying the consideration for such services
“subject to any condition or requirement that, if
imposed by a bank, would constitute an unlawful tie-in
arrangement under section 106 of the Bank Holding
Company Act . ...”

Finally, Applicant has assured the Board that it will
conduct Company’s collection burcau functions in
accordance with the requirements of the Fair Credit
Reporting Act, 15 U.S.C. § 1681, which requires that
such activities be conducted in a manner which is fair
and equitable to the consumer, with regard to the
confidentiality, accuracy, relevancy, and proper utili-
zation of credit information. Similarly, Applicant
states it will conduct its debt collection activities
consistent with the requirements of the Fair Debt
Collection Practices Act, 15 U.S.C. § 1692, which
seeks to eliminate abusive debt collection practices
and promote protection of consumers against debt
collection abuses.

Although there are hundreds of local and regional
independently operated credit bureaus, the national
credit reporting industry consists of only five firms and
thus is highly concentrated. While the national market
for credit bureau information may be concentrated,
this proposal does not involve the acquisition of one of

3. S. Rep. 91-1084, 91st Cong. 2nd Sess. (1970), reprinted in 1970
U.S. Code Cong. & Ad. News 5519, 5535,
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the five top-tier credit burcaus, Rather, Company is
small and serves a rural, sparsely populated market.
Company furnishes information primarily about local
residents to local businesses. Company will furnish
some information to national credit bureaus or obtain
information from national credit burcaus, but antici-
pates that the overwhelming majority of its credit
information requests will be either focal in origin or

will be credit checks on local residents from outside of
the trade arca. Based upon these and other facts of

record, the Board concludes that the credit bureau and
debt collection activities of Company are closely relat-
cd to banking and the possible adverse citects of this
acquisition are outweighed by greater convenience to
the public.

With regard to competitive factors, although Bank
provides some services similar to those offered by
Company, Applicant’s proposed acquisition of Com-
pany would climinate little existing competition. Ac-
cordingly, the Board finds that competitive factors are
consistent with approval.

With regard to financial factors, the Board notes
that neither Applicant nor Company will incur any
debt in connection with this proposal. The Board
concludes that financial and managerial considerations
are also consistent with approval of this proposal.

Based upon the foregoing and all the facts of record,
the Board has determined that the balance of public
interest factors it is required to consider under section
4(c)(8) is favorable. Accordingly, the application is
hereby approved.

This determination is also subject to all of the
conditions set forth in the Board’s Regulation Y,
including those in sections 225.4(d) and 225.23(b), and
to the Board’s authority to require modification or
termination of the activities of a bank holding compa-
ny or any of its subsidiaries as the Board finds
necessary to assure compliance with the provisions
and purposes of the Act and the Board’s regulations
and orders issued thercunder, or to prevent cvasion
thercof.

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

By order of the Board of Governors, cllective
July 1, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

Sccurity Pacific Corporation
Los Angeles, California

Order Approving Application to Engage in
Underwriting and Reinsuring Home Morigage
Redemption Insurance

Sccurity Pacific Corporation, Los Angcles, California,
a bank holding company within the meaning of the
Bank Holding Company Act (12 U.S.C. §§ 1841
et seq.) (C“BHC Act™ or “*Act”), has applied for the
Board’s approval under section 4(c¢)(8) of the BHC Act
(12 U.S.C. § 1843(c)(8)) to engage indirectly through
its wholly owned substdiaries, Chartered Protective
Life Insurance Company, San Dicgo, California; Gen-
cral Fidelity Life Insurance Company, San Dicgo,
Cahfornia; and Central Plains Insurance Company,
San Diego, California, in the underwriting and reinsur-
ing of home mortgage redemption insurance, that is,
insurance that assures repayment of loans secured by
first mortgages on residential real estate made by
Applicant or its subsidiarics in the event of the death
or disability of the mortgagor.

Notice of the application; affording an opportunity
for interested persons to submit comments, has been
duly published (51 Federal Register 18,379 (1986)).
‘The time for filing comments has expired, and the
Board has considered the application and all com-
ments received in light of the public interest factors set
forth in section 4(c)(8) of the Act.

Applicant, with total consolidated assets of $53.5
billion, 1s the second largest banking organization in
California.' It presently operates two banking subsid-
iarics, Security Pacific National Bank, Los Angeles,
California, and Security Pacific State Bank, Irvine,
California. Applicant also engages, directly and
through subsidiarics, in a variety of nonbanking activi-
tics. Applicant’s three insurance subsidiarics are ad-
mitted in 46 states to underwrite credit life insurance.
They had a combined total of approximately $1.6
billion of credit life insurance in force as of Decem-
ber 31, 1985.

Applicant proposcs to engage on a nationwide basis
in the underwriting and reinsuring of home mortgage
redemption insurance in connection with extensions of
credit made or purchased by Applicant and its affili-
ates, where such extensions of credit are secured by
first mortgages on residential real cstate. The pro-
posed insurance would assure repayment of an out-
standing residential mortgage loan in the event of the
death or disability of the mortgagor. The face amount
ol the proposed insurance would never exceed the

1. Banking data are as of December 31, 1985.
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outstanding balance of the mortgage loan and the
insurance would terminate upon repayment of the
loan. Applicant would underwrite the proposed insur-
ance primarily as group insurance without strict age-
based premiunis, and would offer the proposed insur-
ance at the time the loan is made.

The Board has recently determined that the activi-
ties of underwriting and reinsuring home mortgage
redemption insurance are permissible for bank holding
companies under the Garn-St Germain Depository
[nstitutions Act of 1982 (*‘Garn-St Germain Act’),
and that such activities are closcly related to banking.?
Citicorp, 72 FEDERAL RESERVE BULLETIN 339 (1986).
Applicant’s proposal to underwrite and reinsure home
mortgage redemption insurance is essentially identical
to the proposal previously approved by the Board in
Citicorp. Thus, the Board concludes that Applicant’s
proposal to engage in the underwriting and reinsurance
of home mortgage redemption insurance is permissible
under the Garn-St Germain Act and is closely related
to banking.

In order to approve this application, the Board is
also required to determine that consummation of the
proposal can rcasonably be expected to produce bene-
fits to the public that outweigh possible adverse cffects
(12 U.S.C. § 1843(c)(8)). With respect to Applicant’s
proposal to underwrite home mortgage redemption
insurance, it appears that the balance of public bene-
fits considerations is favorable.

Applicant’s de novo entry into the underwriting of
home mortgage redemption insurance will result in an
additional competitor in the home mortgage redemp-
tion insurance underwriting market. Applicant’s entry
into the business is also likely to result in the availabil-
ity of a greater variety of product features related to
home mortgage redemption insurance. For example,
Applicant has proposed to offer customers the ability
to pay home mortgage redemption insurance premi-
ums as part of customers’ periodic mortgage pay-
ments.

Applicant proposes to charge rates for home mort-
gage redemption insurance policies that are generally
lower than rates charged by many companies compet-
ing in the underwriting of such insurance. Thus, Appli-
cant’s proposal is likely to result in some additional
rate competition. The availability of these lower rates
and the feature described above in home mortgage

2. The Board has recently adopted an amendnient to its Regulation
Y to add the underwriting and reinsurance of home mortgage redemp-
tion insurance to the list of permissible nonbanking activities for bank
holding companics, The amended regulation will be cffective thirty
days after publication in the Federal Register.

redemption insurance policies is likely to result in net
public benefits.?

There is no evidence in the record to indicate that
Applicant’s engaging in the proposed activity would
result in unduc concentration of resources, decreased
or unfair competition, unsound banking practices, or
other adverse effects. The Board has, by regulation,
applicd 1o bank holding companies section 106 of the
BHC Act (12 U.S.C. § 1972), which prohibits the tying
of services by banks, “in order to provide specific
statutory assurance that the use of the cconomic
power of a bank will not lead to a lessening of
competition or other unfair competitive practices.’™*
Section 225.4(d) of the Board’s Regulation Y
(12 C.I.R. § 225.4(d)) specifically prohibits a “‘bank
holding company and any nonbanking subsidiary’
from extending credit or providing any service or [rom
fixing or varying the consideration for such services
“subject to any condition or requirement that, if
imposed by a bank, would constitute an unlawful tic-in
arrangement under scction 106 of the Bank Holding
Company Act. ... "

Where insurance, such as home mortgage redemp-
tion insurance, is closely related to the lending trans-
action, it is important that Applicant provide safe-
guards to prevent the tying of such insurance to an
extension of credit or to any other service offered by
Applicant or its subsidiaries. In this regard, Applicant
has specifically agreed to provide safeguards identical
to those approved by the Board in Citicorp, to assure
that it would not tic the provision of home mortgage
redemption insurance to any other product or service
of Applicant. Applicant has agreed to inform borrow-
ers in writing that home mortgage redemption insur-
ance is not required and that, if’ desired, it may be
purchased from other sources.® Borrowers will also be
notified in writing of the right to rescind the insurance
contract at any time after the loan commitment is
made and prior to closing. In addition, Applicant has
proposed to offer an extended rescission feature, un-
der which a customer may rescind, without any obliga-
tion to pay a premium, coverage by a home mortgage
redemption insurance policy during the first thirty
days that the policy is in effect. Finally, premiums that

3. In Citicorp, the Board found that because states had not general-
ly promulgated prima facie ceilings for home mortgage redemption
insurance, and since other types of life insurance would serve as
substitutes for home mortgage redemption insurance, such insurance
did not appear to present the concerns that had prompted the Board to

below the established state ceilings for such insurance (12 C.F.R.
225.25(bY9) n. 7).

4. S. Rep. 91-1084, 91 Cong. 2nd Sess. (1970), reprinted in 1970
U.S. Code Cong. & Ad. News 5519, 5535,

5. These requirements are contained, in part, in the Board's
Repulation 7, (12 C.F.R. 226.4(d)).
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Applicant charges for home mortgage redemption in-
surance will be payable on a monthly basis, thus
permitting the borrower to rescind the insurance at the
end of any month for which a premium has been paid
and climinating premium financing by Applicant as an
incentive to sell the insurance. As it did in Citicorp,
the Board has made these commitments a condition of
its approval of this application.

For the reasons set forth in Citicorp, the Board finds
that the risks presented to bank holding companies
from underwriting home mortgage redemption insur-
ance are managceable. In addition, the Board notes that
bank holding companies, such as Applicant, have
acquired experience through the underwriting of credit
life insurance in operating an actuarially sound insur-
ance program.

With respect to managerial resources, the Board has
considered certain violations by Applicant of the Cur-
rency and  Foreign ‘Transactions Reporting  Act
(“CFTRA™) and the regulations thereunder.® In this
regard, the Board notes that Applicant brought these
matters to the attention of the appropriate supervisory
authorities after the violations were discoverced
through an internal audit. Applicant has cooperated
fully with law enforcement agencies. In addition,
Applicant and its subsidiarics have implemented a
comprehensive remedial program to correct these vio-
lations and to prevent violations from occurring in the
future. Applicant has advised the Board that it has
cstablished a compliance unit to ensure the central
review of transactions considered exempt from report-
ing under CFTRA; developed a comprehensive audit
program to ensure compliance with CFTRA and with
internal bank policy and procedures; and filed correc-
tive currency transaction reports. The Board also has
consulted with appropriate enforcement agencies with
respect to this matter, and has considered Applicant’s
past record of compliance with the law.

Based upon a consideration of all of the relevant
facts, the Board has determined that the balance of the
public interest factors that it is required to consider
under section 4(¢)(8) is favorable. Accordingly, the
application is hereby approved.

This determination is also subject to all of the
conditions set forth in Regulation Y, including scctions
225.4(d) and 225.23(b)(3) (12 C.F.R. §§ 225.4(d) and
225.23(b)(3)), and to the Board's authority to require
such modification or termination of the activities of a
bank holding company or any of its subsidiarics as the
Board finds necessary to assure compliance with the
provisions and purposes of the Act and the Board’s

6. 31 U.S.C. § 311 et seq.; 31 C.IR. § 103,

regulations and orders issued thereunder, or to pre-
vent cvasion thereof,

The transaction shall be made not later than three
months afler the effective date of this Order, unless
such period is extended for good cause by the Board or
by the Federal Reserve Bank of San Francisco pursu-
ant to delegated authority.

By order of the Board of Governors, cffective
July 24, 1986.

Voting for this action: Governors Rice, Seger, and John-
son. Abstaining for this action: Governor Wallich. Absent
and not voting: Chairman Volcker and Governor Angell.

WiLLiaM W, WILES

[SEAL] Secretary of the Board

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

WM Bancorp
Cumberland, Maryland

Order Approving Consolidation of Bank Holding
Companies and Acquisition of a Company Fngaged
in Finance and Insurance Activitics

WM Bancorp, Cumberland, Maryland, has applied for
the Board’s approval under section 3(a)(5) of the Bank
Holding Company Act (12 U.S.C. § 1842(a)(5))
{**Act”) for the consolidation of L'TC Bancorp, Cum-
berland, Maryland (‘‘L.TC™), and GNB Bankshares,
Inc., Oakland, Maryland (““GNB”’), both registered
bank holding companies under the Act. Applicant
would be the successor corporation and would thereby
become a bank holding company.

Applicant has also applicd for the Board’s approval
under section 4(c)}8) of the Act (12 U.S.C.
§ 1843(c)(8)) to acquire Community Finance, Inc.,
Cumberland, Maryland (*‘Community’’), an existing
subsidiary of LTC, that cngages in consumer and
commercial finance activities and acts as agent for the
sale of life, accident, and health insurance directly
related to extensions of credit made by L'TC subsidiar-
ies. The Board has determined that these activities are
closely related to banking and permissible for bank
holding companies (12 C.F.R. §§ 225.25(b)(1) and
(8)(@)).

Notice of the applications, affording an opportunity
for interested persons to submit comments, has been
given in accordance with section 3(b) of the Act (51
Federal Register 20,349 (1986)). The time for filing
comments has cxpired, and the Board has considered
the applications and all comments received in light of
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the factors set forth in scction 3(c) of the Act
(12 U.S.C. § 1842(c)) and the considerations specified
in section 4(c)(8) of the Act.

LLTC, the twenty-second largest commercial bank-
ing organization in the state, controls Liberty Bank of
Maryland (*‘Liberty™), with total deposits of $113.4
million representing 0.5 percent of the total deposits in
commercial banks in the state.! GNB, the twenty-sixth
largest commercial banking organization in Maryland,
controls onc bank, Garrett National Bank (*“Garrett’"),
with total deposits of $93.4 million, representing 0.4
percent of the total deposits in commercial banks in
the state, Upon consolidation, Applicant would be-
come the fifteenth largest banking organization in the
state, with total deposits of $206.8 million, represent-
ing 0.8 percent of total deposits in the state.

Liberty and Garrett compcte directly in the Cumber-
land banking market.? Liberty is the third largest
commercial banking organization in the market and
controls 15.4 percent of the total deposits in commer-
ciul banks in the market.* Garrett is the fourth largest
commercial banking organization in the market and
controls 12.5 percent of total deposits in commercial
banks in the market. Upon consummation of the
proposal, Applicant’s share of the deposits in the
market would be 27.9 percent. The Cumberland mar-
ket is considered to be highly concentrated, with the
four largest banks controlling 79.1 percent of the
deposits in commercial banks in the market. The
Herfindahl-Hirschman Index (“‘HHI™) for the market
is 1829 and would increasc by 384 points to 2213 upon
consummation of the proposal.

Although consummation of the proposal would elim-
inate some cxisting competition between Garrett and
Liberty in the Cumberland banking market, numerous
other commercial banking organizations would re-
main. In addition, the Board has considered the pres-
ence and competition afforded by thrift institutions in

[. All deposit data are as of December 31, 1985, unless otherwise
spectfied.

2. The Cumberland banking market is approximated by the Cum-
berland, Maryland Ranally Metropolitan Area (““RMA™); the remain-
der of Allegany County, Maryland; Garrett County, Maryland; and
Mineral County, West Virginia.

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

4. Under the revised Department of Justice Merger Guidelines (49
Federal Rogister 26,823 (June 29, 1984)), a market in which the post-
merger HHI is above 1800 is considered highly coucentrated. In such
markets, the Department is likely to chatlenge @ merger that increases
the HHI by more than 50 points. The Department has informed the
Board that a bank merger or acquisition gencrally will not be chal-
lenged (in the absence of other factors indicating anticompetitive
effcets) unless the post-merger HHI is at least 1800 and the merger
increases the HHI by at least 200 points.

its analysis of this proposal.’ T'wo thrift institutions
compete with commercial banks in the Cumberland
banking market and control approximately 29 percent
of the total deposits in the market. These thrift institu-
tions excert a considerable competitive influence in the
market as providers of NOW -accounts and consumer
loans. Based upon the above considerations, the
Board concludes that consummation of the proposal is
not likely to sabstantially lessen competition in the
Cumberland banking market.©

The financial and managerial resources of Appli-
cant, LTC, GNB, and their respective subsidiaries are
consistent with approval. Cousiderations relating to
the convenience and needs of the community to be
served are also consistent with approval.

Applicant has also applied, pursuant to section
4(c)8) of the Act, to acquire Community, the non-
banking subsidiary of L'1TC, and thereby engage in the
provision of direct cash consumcer loans and sales
finance activities and act as an agent for the sale of life,
accident, and health insurance directly related to the
cxtension of credit by Applicant. Community was
established in 1985 as a subsidiary of LTC, and may be
viewed as a de minimis participant in the market for
direct cash loans. In addition, because Community
only sells insurance related to extensions of credit in
connection with its loan activitics, consummation of
this proposal would not result in the elimination of any
competition. Accordingly, Applicant’s proposal would
not have any significant adverse effect on competition
in the Cumberland banking market. Furthermore,
there is no evidence in the record to indicate that
approval of this proposal would result in undue con-
centration of resources, decreased or unfair competi-
tion, conflicts of interest, unsound banking practices,
or other adverse ciiects on the public interest. Accord-
ingly, the Board has determined that the balance of the
public interest factors it must consider under section
4(c)(8) of the Act is consistent with approval of the
application.

Based on the foregoing and other facts of record, the
Board has determined that the applications under

5. The Board has previously indicated that thrift institutions have
become, or have the poteatial to become, migor competitors of
commercial banks. National City Corporation, 70 FEDERAL RESERVE
BurieTin 743 (1984); NCNB Bancorporation, 70 FEDERAL RESERVE
BuLrerin 225 (1984); General Bancshares Corporation, 69 FEDERAL
REsERVE Burpiain 802 (1983); First Tennessee National Corpora-
tion, 69 FEDERAL RESERVE BULLETIN 298 (1983).

6. 1f 50 percent of deposits held by thrift institutions in the
Cumberland banking market were included in the calculation of
market concentration, the share of total deposits held by the four
largest organizations in the market would be 71.2 percent. Liberty
would control 12.8 percent of the market’s deposits and Garrett would
control 10.4 percent of the market’s deposits. The HHI would
increase by 265 points to 1778,
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sections 3 and 4 of the Act should be and hereby are
approved. The consolidation shall not be consummat-
ed before the thirtieth calendar day following the
effective date of this Order, and neither the consolida-
tion nor the acquisition of the nonbanking subsidiary
shall be made later than three months after the cffec-
tive date of this Order, unless such period is extended
for good cause by the Board or the Federal Reserve
Bank of Richmond, pursuant to delegated authority.
The determination as to Applicant’s acquisition of the
nonbank subsidiary is subject to the conditions set
forth in Regulation Y, including sections 225.4(d) and
225.23(b) (12 C.F.R. §§ 225.4(d) and 225.23(b)), and to
the Board’s authority to require such modification or

termination of the activities of a holding company or
any of its subsidiaries as the Board finds necessary to
assure compliance with the provisions and purposes of
the Act and the Board’s regulations and orders issued
thereunder, or to prevent evasion thereof.

By order of the Board of Governors, effective
July 31, 1986.

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

JAMES MCAFEE

[SEAL] Associate Secretary of the Board

ORDERS APPROVED UNDER BANK HOLDING COMPANY ACT

By Federal Reserve Bunks

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

available upon request to the Reserve Banks.

Section 3 -

Effective

Applicant

Amecrican Fletcher Corporation,
Indianapolis, Indiana

American Fletcher Corporation,
Indianapolis, Indiana

AmeriTrust Corporation,
Cleveland, Ohio

Arthur State Bancshares, Inc.,
Union, South Carolina

Atrium Capital Corporation,
Boca Raton, Florida

Banc One Corporation,
Columbus, Ohio

Barclays PLC,
London, England
Barclays Bank PLC,
London, England
Barclays USA Inc.,
Wilmington, Delaware
Barclays U.S. Holdings Inc.,
New York, New York
BarclaysAmericanCorporation,
Charlotte, North Carolina

Bank(s)

Carmel Bank and Trust
Company,
Carmel, Indiana

Citizens Northern Company,
Inc.,
Elkhart, Indiana

American State Bank,
Ligonier, Indiana

Arthur State Bank,
Union, South Carolina

Landmark Bank of Palm Beach
County,
Boca Raton, Florida

First Crawfordsville Financial
Corporation,
Crawfordsville, Indiana

Barclays Bank of North Carolina,

Greenville, North Carolina

Reserve

Bank date
Chicago July 2, 19786777 ;
Chicago July 14, 1986
Cleveland July 25, 1986
Richmond July 2, 1986
Atlanta July 9, 1986
Cleveland July 14, 1986
New York July 18, 1986



676 Federal Reserve Bulletin [0 September 1986

Section 3—Continued

Applicant Bank(s)

Bellwood Bancorporation, Inc., First National Bank of Wheaton,

Bellwood, Illinois Wheaton, Hlinois
Benson Financial Corporation, Commercial National Bank,
San Antonio, Texas San Antonio, Texas
Bonifay Holding Company, The Bank of Bonifay,
Inc., Bonifay, Florida
Bonifay, Florida
BT Financial Corporation, Fayctte Bank and Trust
Johnstown, Pennsylvania Company,
Uniontown, Pennsylvania
Capital Reserves Group, Inc., Unitedbank-College Station,
College Station, Texas N.A,,
College Station, Texas
CB&T Financial Corp., The Oak Mound Bank,
Fairmont, West Virginia Clarksburg, West Virginia
Chesnee State Bancshares, Inc., Chesnee State Bank,
Chesnee, South Carolina Chesnee, South Carolina
T'he Citizens and Southern Citizens and Southern Florida
Corporation, Corporation,
Atlanta, Georgia Fort Lauderdale, Florida
Landmark Bank of Seminolc
County,
Cassclberry, Florida
Clin-Ark Bankshares, Inc., First National Bank,
Clinton, Arkansas Clinton, Arkansas
CNB Holding Company, Commercial National Bank,
Daytona Beach, Florida Daytona Beach, Florida
Commonwealth Bancshares Heritage Financial Services
Corporation, Corporation,
Williamsport, Pennsylvania Lewistown, Pennsylvania
Crown Park Bancshares, Inc., Western National Bank,
[.ubbock, Texas Lubbock, Texas
Dakota Bankshares, Inc., Bankers Financial Corporation,
Fargo, North Dakota Drake, North Dakota
I & M Financial Services Rural Financial Services, Inc.,
Corporation, Dousman, Wisconsin
Mecnomonee Falls, Wisconsin
Farmers & Merchants First Mississippi National
Corporation, Corporation,
Forest, Mississippi Hatticsburg, Mississippi
First American Bank Northern Hlinois Bancorp, Inc.,
Corporation, Joliet, Uinois
Elk Grove Village, Hlinois
First Brundidge Bancshares, The First National Bank of
Inc., Brundidge,
Brundidge, Alabama Brundidge, Alabama
First Canon Bancorp, Inc., The First National Bank ol
Canon City, Colorado Canon City,

Canon City, Colorado

Reserve
Bank

Chicago

Dallas

Atlanta

Philadelphia

Dallas

Richmond
Richmond

Atlanta

St. Louis
Atlunta

Philadelphia

Dallas
Minncapolis

Chicago

Atlanta

Chicago

Atlanta

Kansas City

LEffective

date
July 3, 1986
July 25, 1986

June 27, 1986
July 17, 1986
July 3, 1986

July 7, 1986
July 2, 1986

July 15, 1986

July 9, 1986
July 1, 1986

July 11, 1986

July 3, 1986
July 14, 1986

July 14, 1986
July 23, 1986
July 7, 1986

June 30, 1986

July 2, 1986
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Section 3—Continued
Applicant

First Colonial Bankshares
Corporation,
Chicago, Illinois

First Indiana Bancorp,
Elkhart, Indiana

First Pennsylvania Corporation,
Philadelphia, Pennsylvania

First St. Charles Bancshares,
Inc.,
Boutte, Louisiana

FIRST SUBURBAN
BANCORP CORPORATION,
Maywood, lllinois

First TexCorp, Inc.,
Dallas, Texas

First Wisconsin Corporation,
Milwaukee, Wisconsin

Friendship Bancshares, Inc.,
Friendship, Tennessce

Gateway Bancshares, Inc.,
Dullas, Texas

Granite Statc Bankshares, Inc.,
Keene, New Hampshire

Hartford National Corporation,
Hartford, Connecticut

Hibernia Corporation,
New Orleans, Louisiana

Hooker National Bancshares,
Inc.,
Hooker, Oklahoma
Independent Community
Financial Corporation,
Dallas, Texas

Bank(s)

Bank

Avenue Bank and Trust Company  Chicago

of Oak Park,
Oak Park, IHinois

Avenue Bank Northwest,
Niles, Illinois

Avenue Bank of Elk Grove,
Elk Grove Village, Illinois

The Northlake Bank, -,
Northlake, Ninois

First National Bank & Trust
Company,
Sturgis, Michigan

First Pennsylvania Bank (Del.),
Wilmington, Delaware

The First National Bank of St.
Charles Parish,
Boutte, Louisiana

First Suburban National Bank,
Maywood, IHinois

First Texas Bank-Irving, N.A.,
Irving, Texas

City Bankshares, Inc.,
Portage, Wisconsin

Bank of Fricndship,
Friendship, Tennessee

Gatcway National Bank,
Dallas, Texas

Keene Savings Bank, -
Keene, New Hampshire

First Bancorporation,
Vineyard Haven,
Massachusetts

South Louisiana Financial
Corporation,
Houma, Louisiana

The First National Bank of
Hooker,
Hooker, Oklahoma

Independent Bank, N.A.,
Dallas, Texas

Coppell Financial Corporation,
Dallas, Texas

Cleveland

Philadelphia

Atlanta

Chicago

Dallas
Chicago
St. Louis
Dallas
Boston

Boston

Atlanta

Kansas City

Dallas

Reserve

Effective

date

June 20, 1986

July 25, 1986

July 25, 1986

July 17, 1986

July 10, 1986

July 18, 1986
July 18, 1986
July 1, 1986
July 21, 1986
July 3, 1986

July 25, 1986

July 21, 1986

July 8, 1986

July 21, 1986
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Section 3—Continued

Applicant

Katahdin Bankshares Corp.,
Patten, Maine

Kosman, Inc.,
Scottsbluff, Nebraska

Leeds Bancgroup, Inc.,
Birmingham, Alabama

Liberty BanCorporation,
L.ongwood, Florida

Liberty County Bancshares,
Inc.,
Houston, Texas

M & M Holding Company,
Marianna, Arkansas

Natjonal City Bancshares, Inc.,
Evansville, Indiana

NBC Bancsharcs, Inc.,
Pampa, Texas

Neffs Bancorp, Inc.,
Nefls, Pennsylvania

Newell Bancshares, Inc.,
Wells, Texas

Old National Bancorp,
Evansville, Indiana

Ozark Bankshares, Inc.,
Ozark, Arkansas

Parker Bank Holding
Corporation,
Muncie, Indiana

Peoples Exchange Bancshares,
Inc.,
Beatrice, Alabama

Republic Bancorp, Inc.,
Flint, Michigan

St. Joseph Bancorporation, Inc.,
South Bend, Indiana

St. Joseph Bancorp, Inc.,
Saint Joseph, Hlinois

SBT Bancshares, Inc.,
Selmer, Tennessee

Bank(s)

Katahdin Trust Company,

Patten, Maine
Scottsbluff National Corporation,
Scottsbluft, Ncbraska
Western National Bank,
Scottsbluff, Nebraska
The Fort Deposit Bank,
Fort Deposit, Alabama
Liberty National Bank of
Orlando,
Orlando, Florida
First State Bank,
Liberty, Texas

Farmers and Merchants Bank,
Marianna, Arkansas

Chandler State Bank,
Chandler, Indiana

National Bank of Commerce,
Pampa, Texas

- The Neffs National Bank,

Neffs, Pennsylvania
First State Bank,
Wells, Texas
The Rockville National Bank,
Rockville, Indiana
Bankstock Two, Inc.,
Dardanelle, Arkansas
Newco Corporation,
Jasper, Arkansas
The Parker Banking Company,
Parker City, Indiana

People Exchange Bank of
Monroe County,
Beatrice, Alabama

Bellaire State Bank,
Bellaire, Michigan

First National Bank of Angola,
Angola, Indiana

The State Bank of St. Joseph,
Saint Joseph, llinois

Sclmer Bank and Trust Company,
Selmer, Tennessce

Reserve
Bank

Boston

Kansas City

Atlanta

Allzmlé
Daillas

St. Louis
St. Louis
Dallas
Philadelphia
Dallas

St. Louis

St. Louis
Chicago

Atlanta

Chicago
Chicago
Chicago

St. Louis

Eftective
date

June 30, 1986

July 7, 1986

July 15, 1986

July 8, 1986
June 26, 1986

July 23, 1986
July 16, 1986
June 30, 1986
July 3, 1986

July 24, 1986
July 18, 1986

July 11, 1986
July 3, 1986

July 21, 1986

July 23, 1986
July 1, 1986
July 21, 1986

July 22, 1986
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Section 3—Continued

Applicant

Sceurity National Corporation,
Omaha, Nebraska

Signet Banking Corporation,
Richmond, Virginia

Stone City Bancshares, Inc.,
Bedford, Indiana

Treasure Bancorp., Inc.,
Plentywood, Montana

The Tysan Corporation,
Minneapolis, Minnesota

United Banks of Colorado, Inc.,
Denver, Colorado

United Vermont
Bancorporation,
Rutland, Vermont

Villa Park Trust & Savings
Bank Employces’ Stock
Ownership Plan,

Villa Park, Illinois

Villa Rica Bancorp, Inc.,
Villa Rica, Georgia

WI'NB Bankshares, Inc.,
Kingstree, South Carolina

Woodruff State Bancshares,
Inc.,
Woodruft; South Carolina

Section 4

Applicant

The Bank of New York,
New York, New York

Delaware National Bankshares
Corp.,
Georgetown, Delaware

Bank(s)

Security National Bank of
Omabha,
Omaha, Nebraska

Security National Corporation,
Washington, D.C.

First National Bank of Paoli,
Paoli, Indiana

Rescrve Enterprises, Inc.,
Plentywood, Montana

Miltona State Bank,
Miltona, Minnesota

American National Bank of
Aurora,
Aurora, Colorado

The Green Mountain Bank,
Winhall Township, Vermont

Edville Bankcorp, Inc.,
Villa Park, lhinois

Bank of Villa Rica,
Villa Rica, Georgia
Williamsburg First National
Bank,
Kingstree, South Carolina
Woodruff’ State Bank,
Woodrufl, South Carolina

Bank(s)/Nonbanking
Company

purchase certain assets and as-
sume certain liabilities of three
branches of The Home Savings

Bank,

Hicksville, Port Washington,

and Massapequa, New York
The Insurance Place, Inc.,
Bethany Beach, Delaware

Reserve
Bank

Kansas City

Richmond
St. Louis
Minncapolis
Minneapolis

Kansas City
Boston
Chicago
Atlanta
Richmond

Richmond

Reserve
Bank

New Yori( N

Philadelphia

date

July 22, 1986

July 25, 1986
July 11, 1986
July 14, 1986
July 3, 1986

July 22, 1986
July 3, 1986
July 17, 1986
July 21, 1986
July 8, 1986

July 2, 1986

Effective

date

July 2, 1986

July 8, 1986

Effective
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Scction 4—Continued

Bank(s)/Nonbanking Reserve Effective

Applicant Company Bank date
Johnston County Bancshares, Johnston County Insurance Kansas City July 18, 1986
Inc., Agency, Inc.,
Tishomingo, Oklahoma Tishomingo, Oklahoma
Metro Bancorp, Inc., Mecsa Mortgage Company, San Francisco  July 10, 1986
Phoenix, Arizona Phoenix, Arizona
Norwest Corporation, three offices of Houschold Minneapolis June 27, 1986
Minneapolis, Minnesota Finance Corporation 11 and
~ Houschold Retail Services,
Inc., in Alaska
The Sanwa Bank, Limited, Division LE of Continental San Francisco  July 2, 1986
Osaka, Japan Illinois National Bank and
Trust Company,
Chicago, linois
Standard Chartered PLC, Mocatta Mectals Corporation, San Francisco  July 3, 1986
London, England New York, New York

Sections 3 and 4

Reserve Eflective

Applicant Bank(s) Bank date
lowa State Bank Holding lowa State Bank, Chicago o June 30, 198767/” W
Company, Des Moines, lowa
Des Moines, Towa Bankers Leasing Company,
Des Moines, Towa
ORDERS APPROVED UNDER BANK MERGER ACT
By Federal Reserve Banks
. Reserve Effective
Applicant ank(s
ppHt Bank(s) Bank date
Ohio Citizens Bank, The Citizens National Bank, Cleveland July 8, 1986 7

Toledo, Ohio Bryan, Ohio
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PENDING CASES INVOLVING THE BOARD OF GOVERNORS

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

Governors is not named a party.

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

Adkins v. Board of Governors, No. 86-3853 (4th Cir.,
filed May 14, 1986).

Securities Industry Association v,
Governors, No. 86-1412 (D.C. Cir., filed July 14,
1986).

Jenkins v. Board of Governors, No. 86-1419 (D.C.
Cir., filed July 18, 1986).

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

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

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

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

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

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

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

Kurkowski v. Wilkinson, ¢t al., No. CV-85-0-916 (D.
Neb., filed Oct. 16, 1983).

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

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

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

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

Board of

Mclluinv. Volcker, et al., No. 85-2170 WARB (W.D.
Okl., filed Aug. 29, 1985).

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

Florida Bankers Association, et al. v. Board of Gover-
nors, No. 85193 (U.S., filed Aug. 5, 1985).

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

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

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

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

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

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

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

Brown v. United States Congress, et al., No. 84-2887-
6 (1G) (S8.D. Cal., fited Dec. 7, 1984).

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

Securities Industry Association v. Board of Gaver-
nors, No. 80-2614 (D.C. Cir., filed Oct. 24., 1980),
and No, 80-2730 (D.C. Cir., filed Oct. 24, 1980).
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Money Stock and Bank Credit A3

[.10 RESERVES, MONLY STOCK, LIQUID ASSETS, AND DEBT MEASURES
Monetary and credit aggregates
(annual rates of change, seasonatly adjusted in percent)!
em 1985 1986 J 1986
Q3 04 Qt (674 Ieb, Mar, Apr. May” Tune
Reserves of depository institutions?
100 1 S 15.7 2.5 13.1 17.8 12.8 10.5 33.0 219
2 Required. . 16.4 1.5 123 19.7 3 18.4 13.2 n7 19.5
3 Nonborrowed 17.5 10.4 19.1 17.7 10.0 16.3 13 4.1 241
4 Monetasy base 9.6 8.2 8.6 B8 8.0 5.9 13.7 9.3
Concepts of money, liquid assets, and debr?
Mi 14.5 10.7 7.7 5.8 7.3 14.1 14.5 232 14.6
9.5 6.0 4.3 10.3 3.5 6.8 13.7 12.0 9.2
7.6 6.5 7.4" T8 6.2 N 10.6¢ 5.3 6.4
7.87 9.47 8.1 n.a. 5.7 4.1 7.0 9.8 n.i.
12,9 4.6 16.4 9.6 8.7 8.3 9.8 10.2 L.
Nontransaction components’
0 InM2Y, 8.0 4.6 3.2 8.5 2.3 44 8. 7.5
1 In M3 only® - 8.y 0¥ -1 16,77 1.y “210 s
Time and savings deposits
Commercial banks
12 Savings’ ....... P PRSP 7.6 32 1.9y nas 2.9 5.8 9.6" 218 18.6
13 Small-denomination time® . .. . . . -3 -1.6 5.3 -3.2 47 28 ~3.4 ~9.6 10,0
14 Large-denomination time?10. .. .o oo -3.6 14.1 18.5 -8.7 7.5 ~18.¥ -4 -23.4 2.6
Theift institutions
1S Savings? ..o 12.9 7.5 kR| 21.3 4.0 8.7 24.5 31.2 29.7
16 Small-denomination time . .. .. 2.8 -2.9 6.6 2.9 8.4 6.7 5.97 -4.3 5.0
17 Large-denomination time?, ., ... oo i - 1.0 5.2 10.0 11.0 11.4 27.8 11.7 =15 =22
Debt components*
I8 Federal . A 14. 15.2 17. 9.5 98 53 7.8 12.7 n.a
19 Nonfederal ...................... . 12.4 14.4 15.7 9.6 8.4 9.3 10.4 9.4 n.a.
20 "Total loans and securities at commercial banks! 9.6 9.4 12.7 4.1 kR4 5.6 2.0 5.9 39

. Unless otherwise noted, rates of change are calcutated from average
amounts outstanding in preceding month or guarter.

2. Vigures incorporate adjustments for discontinuities associated with the
implementation of the Monctary Control Act and other regulatory changes to
reserve teguirements. To adjust for discominuities due to changes in reserve
requirements on reservable noadeposit liabilitics, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discontin-
uities in the monetary base, vequired clearing balances and adjustments to
compensate for float also arc subtracted from the actual series.

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

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

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

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

M2: M1 plus overnight (and continuing contract) repurchase agreements (RPs)
issued by all commercial banks and overnight Eurodollars issued to U.S, residents
by fareign branches of U.S. banks worldwide, Money Market Deposit Accounts
(MMDAS), savings and small-denomination time deposits (time deposits—includ-
ing retail RPs—in amounts of less than $100,000), and balances in both taxable and
tax-exempt general purpose and broker/dealer money market mutual funds.
Excludes individual retirement accounts (1RA) and Keogh balances at depository
institutions and money market funds. Also excludes all balances held by U.S.

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

M3: M2 plus large-denomination time deposits and term R linbilities (in
amounts of EIO0,000 or more) issued by commercial banks and thrift institutions,
term Eurodollars held by U.S. residents at foreign branches of U.S. banks
worldwide and at all banking offices in the United Kingdom and Canada, and
bulances in both tuxable and tax-exempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted is
a consolidation adjustment that represents the estimated amount of overnight RPs
and Eurodollars held by institution-only moncy market mutual funds,

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

Debt: Debt of domestic nonfinancial sectors consists of outstanding credit
market debt of the U.S. government, state and local governments, and private
nonfinancial sectors, Private debt consists of corporate bonds, mortgages, con-
sumer credit (including bank loans), other bank loans, commercial paper, bankers
acceptances, and other debt instruments. The source of data on domestic
nonfinancial debt is the Federal Reserve Board's flow of funds accounts. Debl
data are based on monthly averages. Growth rates for debt reflect adjustments for
discontinuities over time in the levels of debt presented in other tables,

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

6. Sum of large time deposits, term RPs, and Eurodollars of U.S. residents,
money market fund balances (institution-only), less a consolidation adjustment
that represents the estimated amount of avernight RPs and Eurodollars held by
institution-only money market mutual funds.

7. Excludes MMDAs.

8. Small-denomination time deposits—including retail RPs—are those issued
in amounts of less than $100,000. All IRA and Keogh accounts at commercial
banks and thrifts are subtracted from small time deposits,

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

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

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

Millions of dollars

Mouthly averages of
daily figures

Weekly averages of daily figures tor week ending

Factors 1986 1986
Apr. May June May 14 May 21 May 28 June 4 June 11 June 18 June 25
SUPPLYING RESERVE FUNDS
| Reserve Bank credit ... ... 203,014 205,800 207,619 205,101 204,581 204,387 206,484 206,38y 209,481 207,270
2 ULS, povernment seewrities! oo 177,563 {80195 182,61t 178,663 179,929 179,449 181,977 181,811 183,442 182,145
3 Bought outright 176,389 179.287 182,086 178,663 178,865 179,449 181,977 181,811 181,194 182,145
4 Held under repurchase agreement 1,174 908 525 ] 1,064 0 0 0 2,248 0
S Federal ageacy obligations .. 8,384 8,366 8,309 8,166 4,430 RA37 8,137 8,137 8,876 8,137
6 Bought outright . 8,187 8,155 8,137 8,166 8,137 8,137 8,137 8,137 8,137 8,137
1 Held under repurchase dglu.lm,lll\. . 197 n 172 ] 293 0 0 0 739 0
8 Acceplances........ .. 0 0 } ] 0 1] 0 0 0 [{]
9 Loaos .. 914 . 858 780 806 848 890 852 103 734 784
10 Float . . 432 638 586 813 421 924 458 761 1,109 771
11 Other l Ldl,ld[ RL\LIVL assets 15,716 15,743 15,334 16,654 14,954 14,988 15,060 14,978 15,320 15,433
12 Gold stock 11,090 11,086 11,085 11,085 {1,088 11,088 11,085 11,085 11,085 11,084
13 Special drawing rights certificate account . ... 4,718 4,776 4818 4,732 4,818 4818 4818 4818 4818 4818
14 Treasury currency outstanding .. ......... 17,229 17,273 17,314 17,265 17,276 17,287 17,297 17,308 17,313 17,322
ABSORBING RESERVE T'UNDS
15 Currency in circulation ... 194,372 196,431 198,603 196,350 196,414 197,175 198,034 198,627 198,855 198,410
16 Treasury cash holdings . ... .. .. 607 637 636 639 638 636 636 636 636 636
Deposits, other than reserve balances, with
Federal Reserve Banks
17 Treasury 3870 4,679 2,824 4,591 39 3,580 2,687 2,478 3,078 3,428
1§ Foreign . e 247 212 229 206 221 218 240 216 209 241
19 Service-related balances 1818 {841 (H8§2 1,747 1.815 1,891 1,860 1,779 1,960 1,931
200 Other. ..o i 448 482 477 455 531 395 449 420 543 508
21 Other Federal Reserve liabilities and
capital ..o 6,254 - 6,384 6,289 6,262 6,332 0,269 6,144 6,091 6,456 0,382
22 Reserve balances with Federal
Reserve Banks?. ... ..o 28,435 28,269 29,895 27,933 27,838 27,413 29,638 29,352 30,972 28,957
End-of-month figures Wednesday figures
1986 1986
Apr. Muy June May 14 May 21 May 28 June 4 June 1) June 18 June 25
SUPPLYING RESERVE FUNDS
23 Reserve Bank credit ... .o 210,494 206,437 209,021 205,636 209,592 209,431 208,453 205,705 210,579 207,102
24 U.S. government securities!. ... 181,834 181,992 183,849 (78,869 183,054 (81,499 182,690 181,150 184 450 181,893
25 Hought outright 174,312 181,992 183,849 178,869 178,296 181,499 182,690 181,150 83,555 181,893
26 Held under repurchase .lLILLIHLIl[ 7,522 0 4} 0 4,758 0 0 0 89S 4]
27 Federal agency obligations . 9,620 8,137 8,137 8,137 9,506 8,137 8,137 8,137 8,917 R, 137
28 Bought outright 8187 8137 8,137 8,137 8.137 8,137 8,137 8,137 8,137 8,137
29 Held under repurchase agreements. ... 1,433 0 0 0 1,369 0 0 0 780 0
30 Acceptances. ... i} 0 [} 0 0 0 0 0 0 [i]
31 Loans . 954 850 952 812 1,233 812 1,059 750 872 797
32 HBloat......... 85) 132 283 1,046 276 3,744 935 429 632 363
33 Other Federal Reserve asse 17,235 15,326 15,800 16,772 15,523 15,239 15,632 15,239 15,708 15,912
MoGoldstock . ..o 11,089 11,085 11,084 11,085 11,085 11,085 11,085 11,085 11,084 11,084
35 Special drawing rights certificate account . .. 4,718 4,818 4,818 4 818 4,818 4,818 4818 4818 4,818 4 818
36 ‘Treasury currency outstanding .. ... 17,252 17,296 17,329 17,274 17,285 17,296 17,304 17,312 17,321 17,329
ABSORBING RESERVE FUNDS
37 Currency iu circulation 194,503 197 807 199,244 196,557 196,680 198,020 198,346 198,878 198,733 198,493
38 ‘Ireasury cash holdings ........ 638 636 636 638 636 636 636 636 636 636
Deposits, other than reserve balances with
Federal Reserve Bauks
39 ‘Freasury 11,550 3,083 3,143 2,604 4,186 4,098 1,352 2,996 4,622 2,846
40 Forelgn....oooii i 326 254 354 27 208 279 212 208 181 240
41 Service-related hatances and adjustinents , .. 1,590 1,596 1,593 1,609 1,609 1,580 1,582 1,580 1,579 1,591
42 Other. . ..o 441 417 450 501 401 497 425 445 517 463
43 Other Federal Reserve liabiliti
capital ..o 6,680 6,110 6,484 6,057 6,235 6,134 5.892 6,174 6,271 6,184
44 Rescrve balances with Federal
Reserve Banks2, (oo oo 27 826 29,733 30,347 30,550 29,879

32,828 31,386 33,218 28,003 | 31,262

Includes securities loaned- fully guaranteed by U.S government securities

pluh,ul with Federal Reserve Banks- -and cxcludes (if any) securiti

i sobd and

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

2. Lxcludes reguired clearing balances and adjustments to compensate for

float.

Notg.

For amounts of currency and coin held as reserves, see table 1,12,
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1.12 RESERVES AND BORROWINGS Depository Institutions
Millions of doflars
Monthiy averages®
Reserve classification 1983 1984 19%S 1985 1986
Dec Dec. Dec. Nov. Dec Jan. Feb. Mar Apr. May
I Reserve halances with Reserve Banks! ... ..., 21,138 21.738 27.620 26.385 26,373 24.700 27,014 28.892 28.279
2 Total vault cash® . ... .. 20.755 22316 22956 22 457 24.245 24,962 22,688 22,231 22,474
3 Vault cash used to sat reserve requxrem«.nlx 17.908 18.958 20,522 19.997 21,687 2§.952 20,160 19.990 20,140
4 Surplus \rdu|| cashd .o 2.847 3358 2434 2,460 2.559 3,010 2528 2.241 2,334
5 Total reserves® 18 894 40.696 48,142 46,382 48 060 46.652 47 274 48 882 48.419
& Required reser: 38.333 39.843 47,085 45,454 46.949 45 555 46.378 48,081 47 581
7 Excess reserve balinces Sa6t 853 1,058 928 INAY 1,097 896 801 838
8 Total borrowings at Reserve Banks. ... .. 774 3.186 1.318 1,744 770 884 761 892 876
9 Seasonal borrowings at Reserve Banks .. 96 113 56 107 36 56 [ 73 94
10 Extended credit at Reserve Banks™. ... .. ..., 2 2.604 499 S30 499 497 492 S8 634 584
Biweekly averages of daily figures for weeks ending
1986

Feb. 26 | Mar. 12 | Mar. 26 Apr. 9 Apr. 23 May 7 May 2! June 47 | June 18 July 2
1! Reserve hatances with Reserve Banks! ... ... .. 25,021 27.102 26,704 28.292 29385 28,676 27.875 28,568 30.156 29.089
12 Total vawltcash? ..o 24348 22,577 22,986 22,121 12369 22100 22,700 22,422 22,250 23,580
13 Vault cash used to satisty reserve requirements? .| 21,424 20,016 20,409 19,809 20,190 19,824 20,366 20,045 20,106 20,956
14 Surplus vanlt cash?. ... oo 2924 2.561 2517 2312 2179 2276 23 2377 2.144 2.624
15 Total reserves®. .. 46,445 47,118 47113 48,101 49,575 48,500 48,241 48,613 50.262 50,045
16 Required reserves .. 45,408 46,142 46.187 47.479 48,703 47,612 47,554 47.600 49.627 48,754
17 Excess reserve balances at s 1.038 976 926 622 873 K88 688 1014 636 1,292
18 Totwal borrowings at Reserve Banks. ... .. 1.100 704 769 874 861 98t 827 871 719 879
19 Seasonal borrowings at Reserve Bank 66 65 6y 76 64 89 92 1ol 102 119
20 Extended credit at Reserve Banks” oo oo o000 506 475 535 576 671 637 hEd| 566 526 525

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

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

3. Equal 10 all vauit cash held during the lagged computation period by
institutions having required reserve balances at Federal Reserve Banks plus the
amount of vaull cash equal to required reserves during the maintenance period at
institutions having no required reserve balances.

4. Total vault cash at institutions having no required reserve balunces less the
amount of vault cash equal 1o their required reserves during the maintenance
penod

5. Total reserves not adjusted for discontinuities consist of reserve balances
with Federal Reserve Banks, which exclude required clearing balances and
adjustments to compensate for float, plus vault cash used to satisfy reserve
requirements. Such vault cash consists of all vault cash held during the lagged

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

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

7. Extended credit consists of borrowing at the discount window under the
terms and conditions established for the extended credit program to help
depository institutions deal with sustained liquidity pressures. Because there is
nol the same need to repay such borrowing promptly as there is with traditional
short-term adjustment credit. the money market impact of extended credit is
similar to that of nonborrowed reserves.

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

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

1.13 FEDERAL FUNDS AND REPURCHASE AGREEMENTS Large Member Banks!

Averages of daily figures, in millions of dollars

1986 week ending Monday
By maturity and source
May 19 May 26 June 27 June 9 June 16 | June 23 June 30 July 7 July 14
One duy and continuing contract
1 Commercial banks in United States ........... ... ... 69.536 67,481 63,191 75,063 72,971 69,752 67.656 79.240 76.556
2 Other depository institutions, loreign banks and foreign
official institutions. and U.S. government agencies . 36,494 37.095 37,738 38,033 38,556 35.998 34,418 37.560 41.305
3 Nonbank securities dealers...................... . 9938 11.296 13.30) 8.136 8,424 9,087 8,606 8.871 10,607
4 Alother . ... .. 26,337 25,333 26,068 24724 24 88) 24,494 26,253 26.244 27.606
All other maturities
5 Commercial banks in United States ............... ... 9.394 9.364 9.243 9,258" 9.817 9,769 9.551 8.708 8,477
6 Other depository institutions, foreign banks and foreign
official institutions. and U.S. government agencies . 6,632 7.706 7.198 6.800 6.714 6.538 6,852 6.466 6.420
7 Nonbank securities dealers . ... 10,180 10,079 9,572 9,207 9,493 9077 8.813 8.099 8,046
8 Altother..... ... . i i 10.523 10,531 9,692 9.077 9.65t 10,489 10,536 9,706 9,886
MEemo: Federal funds and resale agreement loans in
maturities of one day or continuing contract
9 Commercial banks in United States ..., 26.736 24.605 27,383 27.391 27,076 26,363 26,351 34,230 30,912
10 Nonbank securities dealers........... ... ... .. 8.946 10,149 9.328 9.015 8,784 8.949 8,061 9,098 9,392
1. Banks with assets of $1 billion or more as of Dec. 31, 1977,
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.14 FEDERAL RESERVE BANK INTEREST RATES

Percent per annum

Current and previous levels

Extended credit?
Short-term adjustment credit F
Federal Reserve amd seasonal credit! l"i}.\‘l 60 d;;ys Ngxl 90 d;}ys ,
Bank of borrowing of borrowing After 150 days Effective date
- 1 for cwrrent rates
Rate on Effective Previous Rate on Previous Rate on Previous Rate on Previous
11/86 date rate 711186 7111186 rate 1186 rate
Boston ......... 6 186 62 6 7 % B 3] 71186
New York 71186 T80
Philadelphia. U186 T/11/86
Cleveland. .. 7M1/86 71186
Richmond . ... .. 1186 711186
Atlanta. ..,..... 71186 711186
Chicago ........ ARL 71186
St. Louis . .. 7111/86 711186
Minneapolis. 711186 7186
Kansas City ... 711/86 711186
Dallas .. ........ 71186 " ) 7 X ] 711186
San Francisco. .. 6 11/86 23 b Vi 8 11%) 71186
. L |
Range of vates in recent years?
—r o
Runge (or F.R. Range (or F.R, Range (or F.R.
Kffective date jevely | Bank iffective date Jeveh o | nk Fffective date jevely | Mk
Banks N.Y. Banks N.Y. >’—Hzmks NY.
In effect Dec. Y47 TV 1978 - Aug. 74 TV 1981—Dee. 4 ..., 12 12
1974— Apr, 2 V-8 8 Sept. 8
30 . 8 8 Oct. 8-812 814 1982— July H%-12 1Y
Dee. 9. T & s 351 Rl 1y 1t
16 27z T4 Nuv. g9l [1%] Aug. 141 i1
9ln 9ls 11
1975— Jan. Ta-TYa Y4 10Y2 10%2
TVa—TYs 7Vs 1979 July 10 t0-10V2 10
Vs Wiz Aug. 10-10% 102 10 10
Feb, 6Y4- 7V 6% 10V 10% Oct. 9la-10 b,
6Ys (37} Sept. 104211 11 9l 91,
Mar. 6Y4 64 (1 I 1 Nov. 9-91
(a7 6Ys Oct. 112 12 Y 9
May 6-6Y4 6 12 12 Dec. 829 9
4] 6 81-9 1373
1980-- - Feb. 12--13 13 3% 8
1976— Jan. 5Va-6 5 13 13
5 5% May 12-13 13 1984-— Apr. 8Y2-4 9
Nov, §Va-5Y SVa 12 12 9 9
5Va 5V June 11-12 11 Nov. 829 1%)
1 1 8V, L173
1977— Aug. ! Sl S¥s Y July 10-11 10 Dec. 8 8
: SYa-SYs ¥ 2 10 10
Sept. 5V A7 Sept. 11 {1 1985— May 7V1-8 V)
Oct. 6 6 Nov. 12 12 T2 T
Dec. 12-13 13
1978-— Jan. 6--6V2 [ 3 13 1986— Mar, 7 ........... 712 7
62 oY 10 .. . 7
May oY-7 7 1981--- May 13-14 14 Apr. 2% .. (%)
7 7 14 14 23 ., 6%
July 7-7Va iz Nov., 13-14 13 July 11, 6
July V4 7Va 13 13
In effect July 24, 1986 6 6
1. After May 19, (986, the highest rate within the structure of discount rates rate under this structure is applied may be shortened, See section 201.3(b}2) of

may be charged on adjustment credit loans of unusaal size that result from a major
operating problem at the borrower’s facility.

A temporary simplified seasonal program was established on Mar. 8, 1985, and
the interest rate was a fixed rate Y2 percent above the rate on adjustment credit.
The program was re-established on Feb. 18, 1986; the vale may be either the sane
as that for adjustment credit or a fixed rate 2 percent higher,

2. Applicable to advances when exceptional circumstances or practices involve
only a particular depository institution and to advances when an institution is
under sustained liquidity pressures, As an alternative, for loans outstanding for
more than 150 days, a Federal Reserve Bank may charge a flexible rate that takes
into acconnt rates on market sources of funds, but in no case will the rate charged
be less than the basic rate plus one percentage point. Where credit provided to a
particular depository institution is anticipated to be outstanding for an unusually
prolonged period and in relatively large amounts, the time period in which each

Regulation A.

3. Rates for short-term adjustment credit. For description and earlier data see
the following publications of the Board of Governors: Hanking and Monetary
Statistics, 19141941, and 1941-1970; Annual Statistical Digest, 19701979, 1980,
{981, and (982,

In 1980 and 1981, the Federal Reserve applied a surcharge to short-term
adjustment credit borrowings by institntions with deposits of $500 million or more
that had borrowed in successive weeks or in more than 4 weeks in a calendar
quarter. A 3 percent surcharge was in effect from Mar. 17, 1980, through May 7,
1980. There was no surcharge until Nov. 17, 1980, when a 2 percent surcharge was
adopted; the surcharge was subsequently raised to 3 percent on Dec. S, 1980, and
to 4 percent on May 5, (981, The surcharge was reduced to 3 percent effective
Sept. 22, 1981, and to 2 percent eftective Oct. 12, As of Oct. 1, the formula for
applying the surcharge was changed from a calendar quarter to a moving 13-weck
period. The surcharge was ¢liminated on Nov. 17, 1981,
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.15 RESERVE REQUIREMENTS OF DEPOSITORY INSTITUTIONS!

Percent of deposits

Mcember bank requirements Depository institution requircments
before implementation of the after implementation of the
Type of deposit, and Monetary Control Act Type of deposit, und Monetary Control Acté
deposit interval deposit interval®
Percent Yiffective date Percent Effective date
Net demand? Net transaction acconnts'$
30 million-$2 million. ............ ... ... 7 12/30/76 $0-$31. 7 million................. o 3 12/31/8S
$2 million-$10 million. . . . o 9 12/30/76 Over $3L.7million. ..o 12 12/31/85
$10 million-$100 million 11% 12/30/76
$100 million--$400 million . . e 129 12130176 Nonpersonal time deposits®
Over $400 million ..................oi0 16Y4 12/30/76 By original maturity
Less than 1Wayears. ool 3 10/6/83
Time and savings®3 12 years or more ...... 0 10/6/83
SAVINES oo voe e s 3 16/67
FEurocurrency liabilitics
Time? AHLYpeEs ..o 3 11/13/80
$0 million-$5 nillion, by maturity
J0-179 days ... 3 3/16/67
180 days to 4 years » 2% 1/8/76
4 years or more ., . 1 10/30/75
Over $5 million, by maturity
30-179days .o 6 12/12/74
180 days to 4 years .. 2 1/8/76
4 years or more .. .. 1 10/30/75

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

2. Requirement schedules are graduated, and each deposil interval applics to
that part of the deposits of each bank. Demand deposits subject to reserve
requirements were gross demand deposits minus cash items in process of
collection and demand balances due from domestic banks,

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

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

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

3. Negotiable order of withdrawal (NOW) accounts and time deposits such as
Christmas and vacation club accounts were subject to the same requirements as
suvings deposits.

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

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

Effective with the reserve m‘umnndnu pulud beginning Oct. 25, 1979, a
marginal reserve requirement of 8 percent was added to managed liabilities in
excess of a base amount. This marginal requirement was increased to 10 percent
beginning Apr. 3, 1980, was decreased to § percent beginning June 12, 1980, and
was eliminated beginning July 24, 1980. Managed liabilities are defined as large
time deposits, Hurodollar borrowings, repurchase agreements against U.S.
government and federal agency securities, federal funds borrowings from non-
member institutions, and certain other obligations. In general, the base for the
marginal reserve requirement was originally the greater of (a) $100 million or (b)
the average amount of the munaged liabilities held by a member bunk, tdge
corporation, or family of U.S. branches and agencies of a foreign bank tor the two
reserve compulation periods ending Sept. 26, 1979, For the computation period
beginning Mar. 20, 1980, the base was lowered by (a) 7 percent or (b) the decrease
in an institution’s U.S. office gross loans to foreigners and gross balances due
from foreign offices of other institutions between the base period (Sept, 13-26,
1979) and the week ending Mar. 12, 1980, whichever was greater. For the
computation period beginning May 29, 1980, the base was increased by 72
percent above the base used to calculate the marginal reserve in the statement
week of May 14-21, 1980. In addition, beginning Mar. 19, 1980, the base was
reduced to the extent that foreign loans and balances declined.

5. The Garn-St Germiaitt Depository Institutions Act of 1982 (Public Law 97--
320) provides that $2 million of reservable liabilities (transaction accounts,
nonpersonal time deposits, and Eurocurrency liabilities) of each depository
institution be subject to a zera percent reserve requirement, ‘The Board is to adjust
the amount of reservable liabilities subject to this zero percent reserve require-
ment cach year for the next succeeding calendar year by 80 percent of the
percentage increase in the total reservable liabilities of all depository institutions,
measured on an annual basis as of June 30. No corresponding adjustment is to be
made in the event of a decrease. ffective Dec. 9, 1982, the amount of the
exemption was established at $2.1 million. Effective with the reserve maintenance
period beginning Jan. 1, 1985, the amount of the exemption is $2.4 million.
Eftective with the reserve computation period beginning Dec. 31, 1985, the
amount of the cxcmp!wn is $2.6 million, In determining the reserve requirements
of a depository institution, the exemption shall apply in the following order: (1)
nonpersonal money market deposit accounts (MMDAS) authorized under 12 CEFR
section 1204.122; (2) net NOW accounts (NOW accounts less allowable deduc-
tions); (3) net other transaction accounts; and (4) nonpersonal time deposits or
Furocurrency liabilities starting with those with the highest reserve ratio. With
respect to NOW accounts and other transaction accounts, the exemption applies
only to such accounts that would be subject to a 3 percent reserve requirement.

6. For nonmember banks and thrift institutions that were not members of the
Federal Reserve System on or after July 1, 1979, a phase-in period ends Sept. 3,
1987, For banks that were members on or after July 1, 1979, but withdrew on or
before Mar. 31, 1980, the phase-in period estahlished by Pablic Law 97-320 ends
on Oct. 24, 1985. For cxisting member banks the phase-in period of about three
years was completed on Feb, 2, 1984, All new institutions will have a two-year

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

7. Transaction accounts include alf deposits on which the account holder is
permitted to make withdrawals by negotiable or transferable instrutuents, pay-
ment orders of withdrawal, and telephone and preauthorized transfers (in ex
of three per month) for the purpose of making payments to third persons or others,
However, MMDAs and similar accounts offered by institutions not subject to the
rules that permit no more than six preauthorized, automaltic, or other transfers per
month of which no more than three can be checks—are not transaction accounts
(such accounts are savings deposits subject to time deposit reserve requirements. )

8. The Monetary Control Act of 1980 requires that the amount of transaction
accounts against which the 3 percent reserve requirement applics be modified
annually by 80 percent of the percentage increase in transaction accounts held by
all depository institutions determined as of June 30 each year. Eftective Dec. 31,
1981, the amount was increased accordingly from $25 miillion to $26 million;
effective Dec. 30, 1982, to $26.3 million; effective Dec. 29, 1983, to $28.9 million;
cﬂ'elctive Jan. 1, 1985, to $29.8 milliun; and effective Dec. 31, 1945, to $31.7
million

9. In gencral, nonpersanal time deposits are time deposits, including savings
deposits, that are not transaction accounts and in which a beneficial interest 1s
held by a depositor that is not a natural person. Also included are certain
transferable time deposits held by natural persons, and certain obligations issued
to depository institution offices located outside the United States. For details, see
section 204.2 of Regulation D,

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

Percent per annum

Type of deposit

Savings and loan associations and

Commercial banks mutual savings banks (thrift institutions)!

[n effect July 31, 1986 [n etfect July 31, 1986

Percent Effective date Percent Ellective date
b VIS vt et et e e e ) 4/1/86 @) 4/1/86
2 Negotiable order of withdrawal accounts ) 1/1/86 ) 1/1/86
3 Money market deposit account ... .. ) 12/14/82 4y 12/14/82
Time accounts
A -3 Qs (%) 1/1/86 (&) Y 1/86
SMorethan 3L days ..o L 10/14/83 L 10/1/83

Effective Oct. 1, 1983, restrictions on the maximum rates of interest payahle
by wmmucm] banks and thrift institutions on various categories of deposits were
rum)vul For information rcg,nrdm[., previous interest rate ceilings on all catego-
ries of accounts sec carlier issues of the FEDERAL RESERVE BULLETIN, the
Federal Home Loan Bank Board Journal, and the Ananal Report of the ¥ ('dvml
Deposit Insurance Corporation.

2. Lffective Apr. 1, 1986, the interest rate ceiling on savings deposits was
removed. Betore Apr. 1, 1986, savings deposits were subject Lo an interest rate
cciling of S pcrgen(

Before Jan. 1, 1986, NOW accounnts with minimum denomination require-
m(‘nls of less llmn Sl 000 were subject to an interest rate ceiling of S¥ percent.
NOW accounts with minimum required denominations of $1,000 or more and
IRA/Keough (HRI0) Plan accounts were not subject to interest rate ceilings.
Effective Jan. 1, 1986, the minimum denomination requirement was removed.

4. Effective Dec. 14, 1982, depository institutions are authorized to offer a new
account with a lcquncd initial balance of $2,500 and an average maintenance
balance of $2,500 not subject o interest rate restrictions, Effective Jan, |, 1985,
the minimum denomination and average balance maintenance rcquircmcms wils
lowered to $1,000. Effective Jan, 1, 1986, the minimum denomination and average
balance maintenance requirements were removed. No minimum maturity period
is required for this account, but depository institutions must reserve the right to
rcqum seven days, notice before withdrawals,

Before Jan. 1, 1986, deposits of less than $1,000 were subject to an interest
mlu ceiling of $Y2 percent. Deposits of less than $1,000 issued to governmental
units were subject to an interest tate ceiling of 8 percent. Effective Jan, 1, 1986,
the minimum denomination requirement was removed.
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1.17 FEDERAL RESERVE OPEN MARKET TRANSACTIONS

Millions of dallars

1985 y’ 1986
Type of transaction 1983 1984 1985 — ¥‘_‘"—~_\———
Nov., Dec. Jan. Feb. Maur, Apr. May
— S D — — [ S I S
U.S. GOVERNMENT SECURITIES
Qutright transactions {excluding matched
transactions)
Treasury bills
I Gross purchases ... ..o oo 18,848 20,036 22,214 1,180 4,518 286 0 396 2,988 3,196
2 Grosssales, . ..., . 3.420 8,557 4,118 0 0 228 2,277 0 1] 0
3 Exchange ... . 0 0 0 -350 0 0 0 0 0 0
4 Redemptions . ......oo. oo 2,400 7,700 3,500 1} 0 0 1,000 0 0 0
Others within I year
S Gross PUrChases . .o.ovvvieviarierineions 484 1,126 1,349 0 143 0 0 0 i} i}
6 Gross sales...... . 0 0 4} 0 0 0 0 0 0 0
7 Maturity shift .. 18.887 16354 19,763 2,363 943 725 4,776 1,182 447 1,847
8 Exchange ..... L] 16,553 | --20,840 ~17,717 ~615 ~1,529 —596 =2,148 | —1,458 1,129 -1,819
9 Redemplions ......oovvieee i 87 0 ¢ 0 0 0 [ 0 0 0
1t 5 years
10 Gross purchas 1,896 1,638 2,185 0 868 0 0 0 0 0
11 Gross sales ., . ¢ 0 0 0 0 0 0 0 0 0
12 Maturity shift. . S 15,833 ] —13,709 —17,459 1,731 --943 ~703 -4.776 1,152 —447 | 1,532
13 Exchange ... ... o, 11,641 16,039 13,853 650 1,529 596 1,548 1,458 1,134 1,019
5 to 10 years
M Gross purchases ..o i 890 536 458 0 345 0 0 0 i} (1]
1§ Grosssales ..., .. .. 0 300 160 0 [\ 0 0 0 0 [}
16 Maturity shift S 2450 | 2,371 -1,857 —600 0 ~22 0 0 -5 --315
17 Exchange .......... oo 2,950 2,750 2,184 184 0 0 350 0 0 500
Over 10 yedrs
18 Gross purchases . ..o..ooveneiiine o onnos 383 441 293 0 197 0 4] 1] 0 0
19 Gross sales... ... . 1} 0 0 0 0 0 0 0 0 0
20 Maturity shift, .. --904 -275 --447 -32 0 0 [} [i] 0 0
2t Exchange ............ S 1,962 2,052 1,679 13 0 0 250 0 0 300
All maturities
22 Grosspurchases ... oo 22,540 23,776 26,499 1,180 6,068 286 0 396 2,988 3,196
23 Gross sales. ..., 3,420 8,857 4218 0 0 225 2,271 0 0 0
24 Redemptions 2,487 7,700 3,500 0 4] 0 1,000 0 0 ]
S SS A . 578,591 B0, Y86 866,175 85,486 76,399 63,109 90,459 88,917 | 109,253 62,663
26 Gross purchases ... 576,908 | 810,432 865,968 84,769 78,962 61,156 94,368 | 88,604 | 103,957 67,147
Repurchase agreements
27 Grosspurchases .........oeiii i 105,971 127,933 134,253 1,684 23,338 24,257 0 6,748 21,156 12,395
28 Grosssales...... oo 108,291 | 127,690 132,351 3,684 19,809 24,699 3,087 6,748 13,634 19,917
24 Net change in U.S. government sccurities. . ... .. 12,631 8,908 20,477 463 12,159 --2,335 --2,456 83 5,214 158
FEDERAL AGENCY OBLIGATIONS
Outright transactions
W Gross purchases ..o i} [i} 0 ] 0 0 [i] 0 0 0
3 Gross sales . . .. [} 0 0 0 0 0 1] 0 0 0
32 Redemptions 292 256 162 1] 0 ] 40 () 0 S50
Repurchase agreements
33 Gross purchases ... 8,833 11,509 22,183 1,454 7,640 5,384 0 1,821 3,369 3,135
I Grosssales. ... 9,213 11,328 20,877 1,454 5,947 6,454 623 1.821 1,955 4,567
35 Net change in federal agency obligations.. ..., .. 672 76 1,144 4 1,693 [ 1,070 663 0 1,432 1.482
BANKERS ACCEPTANCES
36 Repurchase agreements, net.. oo 1,062 418 0 1] 0 0 0 0 0 0
37 Total net change in System Open Market
Account .. ... e 10,897 8,414 28,621 463 13,853 -3,408 -3,y 83 6,647 L —1,324

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

Millions of dollars

Wednesday End of month
Account 1986 1986
May 28 June 4 June 11 June 18 June 25 Apr. May June
Consolidated condition statement
ASSETS
1 Gold certificate account. .. ... 11,085 11,085 11,085 11,084 11,084 11,089 11,085 11,084
2 Special drawing rights certificate account 4,818 4818 4,818 4,818 4,818 4,718 4818 4,818
K | 491 482 495 487 492 530 487 488
Loans
4 To depository inslitutions ..........coovvienin... 812 1,059 750 872 797 954 850 952
S oOoOther.. o 0 0 ] 0 0 0 0 0
Acceptances—Bought outright
6  Held under repurchase agreements................. [{] 0 0 (] 0 0 0 0
Federal agency obligations
7 Boaughtoutright.............oiiviiiiiiiniiirens 8,137 8,137 8,137 8,137 8,137 8,187 8,137 8,137
8  Held under repurchase agrecments .. ... 0 0 0 780 0 1,433 [t} [4
U.S. government securities
Bought outright
9 Bills ..o 89,126 90,317 88,777 91,182 89,520 81,939 89,619 91,476
10 NOLES ..ot e 67,097 67,097 67,097 67,097 67,097 67,397 67,097 67,097
1t Bonds ..o.oii e 25,276 25,276 25,276 25,276 25,276 24,976 25,276 25,276
12 Total bought outright! .......................... 181,499 182,690 181,150 I83,555 181,893 174,312 181,992 183,849
13 Held under repurchase agreements . ................ 1} 0 0 895 0 7,522 0 0
14 Total U.S. government Securitics .......ovovevevinenns 181,499 182,690 181,150 184,450 181,893 181,834 181,992 183,849
15 Total loans and securities ... ......................... 190,448 191,886 190,037 194,239 190,827 192,408 190,979 192,938
16 Items in process of collection. . ...................... 11,852 7,706 6,453 7,648 6,078 7,798 5,836 4,959
17 Bank premises. ... e 629 632 632 634 634 623 629 634
Other assets
18  Denominated in foreign currencies?................. 8,290 8,003 8,007 8,016 4,029 8,260 8,002 8,200
19 Allother® ... 6,320 6,997 6,600 7,058 7,249 8,352 6,695 6,966
20 Total BSSEES .. ..ot 233,933 231,609 228,127 233,984 229,211 233,778 228,531 230,087
LIARILITIES
l21 Federal Reserve notes .......o.ooooviieniinininnns 181,851 182,160 182,697 182,536 182,293 178,418 181,634 183,040
Deposits
22 To depository institutions ... ........oviiiiiiienn., 32,966 34,797 29,583 32,841 31,470 29,416 31,329 31,940
23 U.S. Treasury—General account........... 4,098 1,352 2,99 4,622 2,846 11,550 3,083 3,143
24 Foreign—Official accounts ................ o 279 212 208 181 240 326 254 354
25 Other. .o e 497 425 445 517 463 441 417 450
26 Total deposits .. ....... ... .. ... i 37,840 36,786 33,232 38,161 35,019 41,733 35,083 35,887
27 Deferred credit items . ... ... ot 8,108 6,771 6,024 7,016 5,715 6,947 5,704 4,676
28 Other liabilities and accrued dividends® .. ............. 2,160 2,178 2,248 2,316 2,236 2,217 2,249 2,190
29 Total liabilities . . ........ ... ... ... ... i 229,959 227,895 224,201 230,029 225,263 229,315 224,670 225,793
CAPITAL ACCOUNTS
30 Capital paidin........ 1,834 1,806 1,807 1,806 1,807 1,828 1,839 1,807
3 Surplus ...l 1,781 1,770 1,780 1,781 1,781 1,781 1,778 1,781
32 Other capital accounts 359 138 339 368 360 854 244 706
33 Yotal Habilities and capital accounts................... 233,933 231,609 228,127 233,984 229,211 233,778 228,531 230,087
34 Memo: Marketable U.S. government securities held in
custody for foreign and international account. .. ... 147,068 147,642 146,990 148,407 145,959 146,001 147,103 146,909
Federal Reserve note statement
35 Federal Reserve notes outstanding ................... 213,981 214,419 214,179 215,486 215,943 211,992 213,923 215,965
36 Less: Held by bank ....... ... 32,130 32,259 32,082 32,950 33,650 13,574 32,289 32,925
37 Federal Reserve notes, net 181,851 182,160 182,697 182,536 182,293 178,418 181,634 183,040
Collateral held against notes net:
38 Gold certificate account. .. ..........coviiiin 11,085 11,085 11,085 11,084 11,084 11,089 11,085 11,084
39 Special drawing rights certificate account . 4,818 4818 4,818 4,818 4,818 4,718 4,818 4,818
40 Other eligible assets ................ . 0 0 0 0 0 ¢ ] 4]
41 U.S. government and agency securities . ............ 165,948 166,257 166,794 166,634 166,391 162,611 165,731 167,138
42 Total collateral. .........................coiiinen. 181,851 182,160 182,697 182,536 182,293 178,418 181,634 183,040

1. Includes securities loaned—fully guaranteed by U.S. government securities
pledged with Federal Reserve Banks—and excludes (if any) securities sold and
scheduled to be bought back under matched sale-purchase transactions.

2. Assets shown in this line are revalued monthly at market exchange rates.

3. Includes special investment account at Chicago of Treasury hills maturing

within %0 days.

4. Includes exchange-translation account rcﬂccging the monthly revaluation at

market exchange rates of foreign-exchange commitments,

Nove: Some of these data also appear in the Board's H.4.1 (503) release. For

address, see inside front cover.
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1.19 FEDERAL RESERVE BANKS Maturity Distribution of Loan and Security Holdings
Millions of dollars
Wednesday ¥ind of month
Type and maturity groupings 1986 1986
e e —_
May 28 Junc 4 June 11 June J8 June 25 J Apr. }')J May 30 June 30
S SO [ S — 4 JEUSEOUS SRR S —_—
I Loans- Total. ..o oo 812 1,059 750 872 797 PAY) 850 952
2 Within 15 days. .. 805 1,030 T8 867 787 936 823 922
3 16 days to 90 days ... e 7 29 32 S 10 18 27 30
4 9ldaysto L yeur, . oo s 0 0 [t} 0 0 0 (] 0
S Acceptances—otal .o oo oo 0 0 0 [} 0 0 0 0
6 Within (5 days..... 0 0 0 o i} 0 0 ]
T 16 days to 90 days | ] O ] ] i} 1] 0 4]
8 91 days to | year. .. 0 0 0 0 0 0 0 (]
9 U.S. government securities--Total ... . .. .. 181,499 182,690 184,150 184,450 181,893 181,834 181,992 183,849
10 Within 15 days!. ..., N 12,275 10,264 7,83 10,255 9,129 13,456 6,711 6,428
1T 16 days to 90 days . 43,197 45,039 47,654 46,334 44,753 39,760 47,713 48,118
12 91 days o 1 year. .. 55,039 56,345 54,618 56,819 56,909 58,193 56,580 SR, 100
13 Over 1 yearto S years ... 33,385 33,439 33,439 33,439 33,439 33,308 33,385 33,600
14 Over § years to 10 years . N 15,294 15,294 15,294 15,294 15,294 15,108 15,294 15,294
1S OVEr 10 YRUMS. oot 22,309 22,309 22,309 22,309 22,309 22,009 22,309 22,309
16 Federal agency obligations-~Total......... ... .. ... 8,137 8,137 8,137 8,917 8,137 9,620 8,137 8,137
17 Within [Sdayst. ... .. o 221 40 4] 922 164 1,591 224 164
I8 16 days to 90 days . S04 07 707 613 591 617 504 601
19 9t daysto lyear.. ... 1,800 1,823 1,896 1,848 1,866 1,795 1,800 1,856
20 Over | year to § years 3871 3,826 3,783 3,783 3,765 3,902 1,471 3,768
21 Over 5 years to 10 years . L. 1,317 1,317 1,327 1,327 1,327 1,291 1,317 1,327
22 0ver IO years. ..o 424 424 424 424 424 424 424 424

. Holdings under repurchase agreements are classificd as maturing within 15 days in accordance with maximum maturity of the agreements.
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1.20  AGGREGATE RESERVLES OF DEPOSITORY INSTITUTIONS AND MONETARY BASE
Billions of dollars, averages of daily figures
1945 1986
Jtem 1982 1983 1984 1985
Dec. Dec. | Deer § Dec.
Nov. | Dec. Jan. teb. Mar, Apr. | May | June
ABIUSTED FoN Seasonally adjusted
CHANGES IN RESERVE REQUIREMENTS! S —
| Total reserves? ... 3428 | 36.14 | 39.51 45.61 44.85 | 45.61 4588 | 46.37 | 46.877| 47.28 | 48.58 | 49.46
2 Nonborrowed reserves, ... i 65 15361 3632 ) 4429 | 4311 ) 4429 | 45.11 | 45.49 | 46.10 | 46.38 ] 47.70 | 48.66
3 Nonborrowed reserves plus extended credit! 3383 0 35371 3893 1 4479 | 4364 | 4479 | 4560 0 4598 1 46.62 | 47.0210 4829 1 4919
4 Required reserves .. 3378 1 3ISSK L 3R.66 | 44.55 | 43.92 ) 44.55( 4497 1 4527 | 4597 | 46.47] 47.74 | 48.51
§ Monetary base’ ..o 170.04 | 185.39 | 199.17 | 216.72 } 215.25 | 216.72 | 218.40 | 219.79 | 221.26 | 222.36 | 224.90 | 226.64
Not scasonally adjusted
6 Total FOSEIVEST .o e 35.01 | 3686 F;U.57 46.84 | 45.08 | 46,84 | 47.11 | 45.68 | 46.34 | 47.94| 47.71 | 49.22
7 Nonborrowed Ieserves. ... ... i .37 3609 | 3738 ] 4552 ) 43.34 | 45.52 | 46.34 | 4480 | 4558 | 47.04 | 46.84 | 48.41
# Nonborrowed reserves plus extended credit? 3456 1 36.09 1 39.98 | 46.02 | 43.87 | 46.02 | 46.84 | 4529 | 46.10 | 47.68 | 47.42 | 48.94
9 Required reserves ..........ooiioenavnnnn. 34501 3630 | 3071 f 4578 | 4415 | 4578 | 46.00 | 44.59 | 4544 | 47.14 | 46.87 | 48.27
10 Monetary base! . ... 173.07 | 188,66 ] 202.34 | 220.36 1 216,04 | 220.36 | 218.74 | 216.78 | 218,997 | 222.13 { 223.61 | 227.05
NOT ADJUSTED For
CHANGES IN RESERVE REQUIREMENTSS

1 Totakbreserves? ..o oo 4185 | 38.89 | 40.70 | 48.14 | 46.38 | 48.14 | 48.06 | 46.65 | 47.27 48.88 | 44.42 | 49.96
12 Nonborrawed reserves. ..o iii .. 4122 | 3802 | 37.51 | 46.82 | 44.64 | 46.82 | 47.20 ) 4577 | 46.51 | 47.99| 4754 | 49.15
13 Nonbprruwcd reserves plus extended credi 41.41 38.12 40.09 | 47.41 45.07 | 47.41 47.79 | 46.22 47.17 48.22 | 48.24  49.83
14 Required reserves 41.35 | 3833 | 3984 | 47.09 | 4545 | 47.09 46.95 | 4555 | 46.38 | 48.08 | 47.58 | 49.01
15 Monetary base ... o 180.42 { 192.26 { 204.18 | 223.53 1 218.96 | 223.53 | 221.59 | 219.87 | 22470 | 224.8% | 226.12 | 229.69

1. Figures incorporate adjustments for discontinuvities associated with the

fementation of the Monetary Control Act and other regulatory changes to
" reserve reguirements. To adjust for discontinuities due to changes in reserve
requirements on reservable nondeposit liabilities, the sum of such required
reserves is subtracted from the actual series. Similarly, in adjusting for discontin-
uities in the monctary base, required clearing balances and adjustments to
compensate for float also are subtiucted from the actual series.

2. Total reserves not adjusted for discontinuitics consist of reserve balances
with Federal Reserve Banks, which exclude required clearing ances and
adjustments to compensate for float, plus vauldt cash used to satisfy reserve
requirements. Such vault cash consists of alt vault cash held during the lagged
computation period by institutions having required reserve balances at Federal
Reserve Banks plus the amount of vault cash equal to required reserves during the
maintenance period at institutions having no required reserve balances.

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

4. The monetary base not adjusted for discontinuities consists of total reserves
plus required clearing balances and adjustments 10 compensate for float at Federal
Reserve Banks and the currency component of the money stock less the amount

of vault cash holdings of thrift institutions that is included in the currency
component of the money stock plus, for institutions not having required reserve
balances, the excess of current vault cash over the amount applicd to satisfy
current reserve requirements. After the introduction of contemporancous reserve
requirements (CRR), currency and vault cash figures are measured over the
weekly computation period ending Monday.

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

5. Reflects actual reserve requirements, including those on nondeposit liabil-
itics, with no adjustments to climinate the effects of discontinuities associated
with implementation of the Monetary Control Act or other regulatory changes to
reserve requirements.

Note. Latest monthly and biweekly figures are available trom the Board's
11.3(502) statistical release. Historical data and estimates of the impact on
required reserves of changes in reserve requirements are available from the
Banking Section, Division of Rescarch and Statistics, Board of Governors of the
Vederal Reserve System, Washington, D.C. 20551,
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1.2 MONLEY STOCK, LIQUtD ASSETS, AND DEBT MEASURES

Billions of dollars, averages of daily figures

1986
ltem! 1982 1983 1984 1985 _
o e, Dec. Dec.
Dec. D o e Mur. Apr. May June
Seasonally adjusted
| 479.9 527.1 558.5 626.6 638.4 646.1 | 658.6 666.6
2 1,952.6 2,186.0 2,338 2,565.8 2,591.2 2,620.8 2.647.0 2,667.4
3 2,443.5 2,697.3 2,986.5 3.199.97 3,260.¥ 3.289.0¢ 3,303.5 3,321.1
4 2,850.1 3.163.5 3,532.3 383700 3,890.57 391317 3,945.0 il
S 4,661.3 5.192.0 5,952.0 6,809.8 7,012.3 7,069.4" 7,129.5 ..
M1 components
6 Currency?. .. 134.3 148.3 158.5 170.6 173.9 174.4 175.8 176.6
7 Travelers checks? . 4.3 4.9 5.2 5.9 6.1 6.1 6.1 6.2
8 Demand deposits® . .. .. 237.9 242.7 248.4 271.5 2732 275.60 281.6 284.8
9 Other checkable deposits®. oo oo 103.4 1313 146.3 178.6 185.2 189.9 195.1 198.9
Nontransactions components
10 In M2% . BS 1,472.7 1,658.9 1,815.4 - 1,939.2 1,952.8 1.974.7" 1,988.4 2,000.8
11 1o M3 only’ 490.9 513 612.7 634,17 66917 668.27 656.57 653.7
Savings depusits?
12 Commercial Banks ......... ... ... .o oL 163.7 133.4 122.3 124.5 125.67 126.6 128.97 130.9
13 Thrift institutions ... 194.2 173.2 167.3 179.1 181.2 184.9 189.7 194.4
Small denamination time depaosits”
14 Commercial Banks ... oo 380.4 3511 387.2 384.1 389.0 387.9 384.8 381.6
1S Thrift institutions ... o o 472.4 434.1 500.3 496.2 508.7 508.27 506.47 504.3
Money market mutual funds
16 General purpose and brokerfdealer 185.2 138.2 167.5 176.5 186.2 191.4 193.4 197.7
17 Institution-only ... i S 43.2 62.7 64.6 70.2 74.1 76.1 75.0
Large denomination time deposits'
18 Commercial Banks?' .00 0 262.1 228.7 263.7 279.1 287.1 287.0 2814 280.8
19 Theift institutions ... o o e 65.8 101.4 150.2 157.3 163.4 165.0 164.87 164.5
Debt components
200 Federaldebt......ooo oo 979.2 1,173.0 1,367.3 1,586.3 1,628.2 1,638.8 1,656.2 n.a.
21 Nonfederal debt, ... ... .. . o 3,682.1 4,019.0 4,584.7 5,223.5 5,384 5,430.6 35,4733 n.a.
—_— S -
Not seasonally adjusted
-
2 Ml 490.9 538.8 570.5 639.9 630.5 652.8 6517 669.0
23 M2, 1,958.6 2,192.8 2,380.8 2,573.9 2,593.2 2,630.4 2,637.9 2,669.7"
24 M3, 2,453.3 2,707.9 2,997.9 3,212.60 3,260.6¢ 3,295.47 3,296.7 3.321.8
250, ... 2,856.4 3,170.1 3,537.5 3,843.2r 3,894.6¢ 3,923.27 39317 n.a.
26 Debt. 4,655.7 5,186.5 5.946.3 6,803.9 6,985.27 7,040.8" 7,103.8 n.a.
MI components
27T Currency? . oo 136.5 150.5 160.9 173.1 172.3 173.6 175.8 177.4
28 Travelers checks? . 4.1 4.6 4.9 5.5 5.8 5.8 5.9 6.5
29 Demand deposits® . } 246.2 2513 2573 281.3 267.1 278.6 276.7 285.5
30 Other checkable deposits®. ... L 104.1 1324 147.5 o180 185.3 194.7 193.37 199.6
Nontransactions components
I MG 1,467.7 1,654.0 1,810.3 1,934.0 1,962.7 1,977.6 1,986.3" 2,000.7
2 Moy 4947 515.1 617.0 638,77 667.4" 66507 658.8" 652.2
Money market deposit accounts
33 Comumercial banks ... oo 26.3 230.5 267.2 332.4 340.4r 344.7 348.5 3550
34 Thriftinstitutions ..o 16.9 148.7 149.7 179.6 180.2 180.4 182.1 185.2
Savings deposits?
35 Commercial Banks ... oo 162.1 132.2 121.4 123.5 124.9 127.2 129.5 132.1
36 Thrift institutions ..., .o 1931 172.3 166.5 178.3 181.6 I8s.8 190.5¢ 195.0
Small denomination time deposits”
37 Commercial Banks ... . 380.1 st 387.6 384.8 387.2 384.4 38227 380.5
38 Thrift institutions ... o on i 471.7 434.2 501.2 497.6 504.6 505.4 502.5¢ 501.4
Money market mutual funds
39 General purpose and broker/dealer 185.2 138.2 167.5 176.5 186.2 191.4 193.4 197.7
40 Institution-only ..o o S11 43.2 62.7 64.6 70.2 74.1 76.1 75.0
Large denomination time deposits'®
41 Commercial Banks!!. o000 000 265.2 230.8 265.5 280.9 2877 M35 280.7 2191
42 Thriftinstitutions ... .o o 65.8 101.4 150.6 157.8 163.2 164.0 164,37 164.0
Debt components
43 Federal debt. . ... 9764 1,170.2 1,364.7 1,583.7 1,633.3 1,644.6 1,660.6 n.i.
44 Non-{federal deht 316793 4,016.3 4,581.6 5,220.2 §5,352.(v 5,396.1" §5,443.2 .

For notes see following page.
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NOTES TO TABLE 1.21

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

M1: (1) currency outside the Treasury, Federal Reserve Banks, and the vaults
of commercial banks; (2) travelers checks of nonbaik issuers; (3) demand deposits
at all commercial banks other than those due to domestic banks, the U.S.
government, and foreign banks and official institutions less cash items in the
process of collection and Federal Reserve float; and (4) other checkable deposits
OC l)) consisting of negotiable arder of wuhdmwal (NOW)and ‘mmm.lt]g transfer
service (ATS) accounts at dtposnmy institutions, credit union share draft
accounts, and demand deposits at thrift institutions. ‘The currency and demand
deposit coinpunents exclude the estimated amount of vault cash and demand
dcpums respectively beld by thrift institutions to service their OCI Labilities.

2 M1 I’ﬂ“ overnight (and continuing contract) repurchase agreements (RPs)
issuu] by alt commiercial banks und overnight Eurodaollars issued to U.S. residents
by foreign branches of U.S. banks worldwide, MMDAs, savings and small-
denomination time deposits (time deposits-- ncluding retail RPs-—in amounts of
less than $100,000), and balances in both laxable and lax-cxempt general purpose
and broker/dealer money market mutual funds. Excludes individual retirement
accounts (IRA) and Keogh balances at depository institutions and money market
funds. Also excludes all balaaces held by U.S. commercial banks, money market
funds (general purpose and broker/dealer), foreign governments and commercial
banks, and the U.S. governiment. Also subtracted 15 a consolidation adjustment
that represents the estimated amount of demand deposits and vault cash held by
lhnﬂ mslltulmns to service their time and savings deposits.

M2 plus large-denomination time deposits and term RP liabilities (in
dm()unls of $100,000 or more) issued by commercial banks and lhnfl institutions,
term Euwrodollars held by U.S. residents at foreipn branches of U.S, banks
worldwide and at all banking offices in the United Kingdom and Capada, and
balances in both taxable and tax-cxempt, institution-only money market mutual
funds. Excludes amounts held by depository institutions, the U.S. government,
money market funds, and foreign banks and official institutions. Also subtracted is
aconsolidation dd]ustmcm that represents the estimated amount of overnight RPs
(md 1 urodotlars held bz institution-only money market mutoal funds.

: M3 plus the nonbank public holdings of U.S. savings bonds, short-term
ﬂc(muy securities, commercial puper and bankers acceptances, net of money
market mutual fund holdings of (hese assets.

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

2. Currency outside the U.S. Treasury, Federal Reserve Banks, and vaults of
commercial banks. Excludes the estimated amount of vault cash held by thiift
institutions to service their OCD labilitics.

3. Outstanding amount of U.S. doltar-denominated travelers cliccks of non-
bank {ssuers. Travelers checks issued by depository institutions are included in
demand deposits,

4. Demand deposits at commercial banks and foreign-related institutions other
than those duce to domestic banks, the U.S8. government, and foreign bunks and
official institutions less cash items in the process of collection and Federal
Reserve float. Excludes the estimated amount of demand deposits held at
commercial banks by thritt institutions to service their OCD liabilities

5. Consists of NOW and ATS balances at all depository mstxtununs credit
union share draft balances, and demand deposits at thrift institutions. Other
checkable deposits seasonally adjusted equals the difference between the season
ally adjusted sum of demand deposits plus OCD and seasonally adjusted demand
deposits. Included are all celling free “Super NOWSs,™ authorized by the
Depository Institutions Deregulation committee to be oftered beginning Jan. §,
1983.

6. Sum of overnight RPs and overnight Eurodollass, moncy market fund
balances (general purpose and broker/dealer), MMDASs, and savings and small
time deposits, less the consolidation adjustinent that represents the estimated
amount of demand deposits and vault cash held by thrift institations 1o service
their time and savings deposits labilities.

7. Sum of large time deposits, term RPs and term Eurodollars of U.S.
residents, money market fund balances (institution-only), less a consolidation
adjustiment that represents the estimated amount of avernight RPs and Euradol-
[ars held by institution-only money market funds.

8. Savings deposits exclude MMDAs.

9. Small-denomination time deposits- -including retail RPs-— are those issued
in amounts of less than $100,000, All individual retirement accounts (IRA) und
Keogh accounts at commerciat banks and thrifts are subtracted trom small time
deposils.

10. rge-denomination time deposits are those issued in amounts of $100,000
or murc, exclnding those booked at international banking facilities.

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

Rescarch and Statistics, Bmud ur (mvumns of ttm chuul Rucrvc Sysum
Washington, D.C. 20551,



1.22  BANK DEBITS AND DEPOSIT TURNOVER

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

Monetary and Credit Aggregates  AlS

1985 1986
Bank group, or type of customer 1983! 19841 1985/
Dec. Jan. teb, Mar. Apr. May
DEBITS TO Seasonally adjusted
Demand deposits® T ;r
1 Allinsured banks ............ ... ... 109,642.3 1284,440.8 154,556.0 189,203.0 169,894.2 179,139.6 182,841.8 192,847.2 189,819.7
2 Major New York City banks. 47,769.4 57,392.7 70,445.1 89,415.1 79,3243 85,298.6 89,350.3 95,699.5 87,846.7
3 Otherbanks ............ 61,8731 71,0481 84,1109 99,787.9 %,569.9 93,841.0 93,491.5 97,1477 101,973.0
4 ATS-NOW accounts?. . 1,405.5 1,588.7 1,920.8 2,452.5 2,027.5 2,193.5 2,266.0 2,088.7 2,255.6
5 Savings deposits®, ... 741.4 633.1 539.0 418.6 362.4 364.6 356.7 385.2 389.7
DEPOSIT TURNOVER
Demand deposits?
6 Allinsured banks ..., . 379.7 434.4 496.5 581.9 531.8 560.8 566.0 593.6 569.7
7 Major New York City banks........... 1,528.0 1,843.0 2,168.9 2,567.0 2,306.3 2,473.8 25177 2,635.1 2,457.8
8 Otherbanks ... 240.9 268.6 301.8 343.7 3177 329.3 325.1 136.6 342.8
9 ATS-NOW accounts. ... ... L 15.6 15.8 16.7 19.8 16.1 7.2 17.7 16.0 17.0
10 Savings depositst, ..o 5.4 SH 4.5 3.4 29 3.0 29 34 kR
DERITS 10 Not seasonally adjusted
Demand deposits?
11 Allinsured banks ... 109,517.6 128,059.1 154,108.4 192,060.0 180,495.6 161,655.6 179,715.2 195,373.5 184,827.4
12 Major New York City banks........... 47,707.4 §7,282.4 70,400.9 92,551.5 84,880.9 77,3769 87,757.0 95,408.5 85,189.6
13 Otherbanks ... 64.310.2 70,776.9 83,707.8 99,508.5 95,614.7 84,278.6 91,958.3 99,965.0 99,637.8
14 ATS-NOW accounts®................... 1,397.0 1,579.5 1,903.4 2,354.4 2,406.1 2,065.3 2,349.0 2,393.2 2,256.6
1S MMDAS 567.4 848.8 1,179.0 1,493.2 1,543.8 1,334.9 1,600.4 1,638.8 1.557.9
16 Savings deposits®. .. ... 742.0 632.9 538.7 405.3 392.4 3310 362.3 418.7 3778
DerosiT TURNOVER
Demand deposits®
17 Allinsured banks .............. ... 3799 433.5 497.4 574.9 554.2 520.0 569.5 600.1 569.4
18 Major New York City banks e 1,510.0 1,838.6 2,191.1 2,594.1 2,393.7 2,314.0 2,494.1 2,661.7 2,487.0
19 Other banks ............ ! 240.5 267.9 301.6 3314 329.4 303.8 128.0 345.0 3432
20 ATS-NOW accounts?. . 15.5 15.7 16.6 18.8 18.9 16.4 18.3 17.9 17.1
21 MMDAS . .......... e 2.8 3.5 38 4.5 4.6 4.0 4.7 4.8 4.5
22 Saviags deposits®. ... 5.4 5.0 4.5 33 32 2.7 3.0 3.4 3.0

1. Annual averages of moathly figures.

2. Represents accounts of individuals, partnerships, and corporations and of
states and political subdivisions,

3. Accounts authorized for negotiable orders of withdrawal (NOW) and ac-
counts authorized for awtomatic transfer to demand deposits (ATS). ATS data
availability starts with December 1978,

4. Lxcludes ATS and NOW accounts, MMDA amd special club accounts, such
as Christmas and vacation clubs.

5. Money market deposit accounts.

Note. Historical data for demand deposits are available buck to 1970 estimated
in part from the debits series for 233 SMSAs that were available through Junc
1977. Historical data for ATS-NOW and savings deposits are availuble back to
July 1977. Back data are available on request from the Banking Section, Division
of Research and Statistics, Board of Governors of the Federal Reserve System,
Washington, D.C. 20551.

These data also appear on the Board's G.6 (406) release. For address, see inside
front cover,
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1.23  LOANS AND SECURITIES Al Commercial Banks!
Billions of dollars; averages of Wednesday figures
1985 1986
Category
July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May’ June
Seasonally adjusted
I Total loans and securities? . ... 1,822.2 1,833.9 1,847.2 | 1,855.5 1,876.0 | 1,900.4 | 1,930.0 | 1,935.5 1,944.6 1,947.9 1,957.5 1,963.8
2 1.8, government secunities . 275.4 275.1 275.5 274.2 276.0 2731 268.2 273.6 269.5 270.0 274.1 274.9
3 Other securitics . 148.5 150.7 153.6 157.3 163.3 177.6 192.5 188.1 183.3 182.1 181.9 183.6
4 Total loans and le 1,398.2 1,408.00 | 1,418.0 | 1,424.0 1,436.8 | 1,449.7 1,469.3 1,473.7 14918 1,495.8 1,501.5 1,505.4
5 Commercial and industrial 488.5 489.7 492.1 492.7 495.7 4499.5 502.1 502.4 506.1 507.8 506.7 S08.7
6 Bankers acceptances held?, . 5.2 5.1 4.9 4.9 4.9 49 4.9 48 4.9 5.2 5.6 0.1
7 Other commercial and
industrial 483.4 484.6 487.1 487.8 490.7 494.7 497.2 497.6 501.2 502.6 501.0 502.7
8 .S, addressee 474.4 475.6 478.3 479.4 482.4 486.0 488.0 488.4 491.3 492.7 490.6 493.1
9 Non-U.S. addri 9.0 9.0 8.8 8.4 8.3 8.7 9.3 9.2 9.9 9.8 10.5 9.5
10 Real estate ....... 402.2 405.9 409.5 414.0 418.0 422.4 427.1 431.4 436.1 440.7 446.4 450.6
11 Individual ... L 280.0 2829 285.4 287.5 289.7 291.5 294.6 297.4 299.5 301.1 303.0 304.5
12 Secwrity ... 40.9 3.0 9.7 9.2 39.8 40.1 44.1 43.4 50.3 47.9 46.3 42.4
13 Nonbank financial
institutions ..., ... 30.8 34 3LS 3.3 32.0 2.6 2.6 3y 123 32.4 333 4.7
14 Agricultural. . ... ..o L KL 38.6 38.3 379 37.1 16.3 8y 35.47 349 4.7 34.6 4.4
15 State and political
subdivisions ..., ., 47.9 48.8 48.8 49.3 50.0 52.8 60.5 o3 60.2 59.8 59.5 59.4
16 Foreign banks. ..o 0L 9.9 9.7 9.6 9.3 9.0 9.1 9.1 9.2 9.2 9.2 9.4 9.5
17 Foreign official institutions . . . 6.5 6.2 6.5 6.6 6.7 6.9 7.0 7.0 6.8 5.3 5.1 6.4
18 [.ease financing receivables . . . 17.8 18.0 8.1 18.3 18.4 18.8 19.4 19.6 19.8 19.9 19.8 20.0
19 Allotherloans.............. 4.8 317 8.5 38.0 40.3 9.6 36.8 KR Ivid 36.67 3y 7.4 34.7
Not seasonally adjusted
20 Total loans and securities? ... .. 18190 | 1,826.9 | 1,845.4 | 1L8SL8 | 1.875.7 | 1,912.6 | 1,934.8 | 1932.4 { 1,944.1 | 1,950.5 | 1,956.7 | 1,965.5
21 U.S. goverament securities 275.2 273.4 2741 270.3 273.7 2710 267.7 275.0 273.2 274.0 275.4 276.2
22 Other securities . 146.7 150.5 1536 156.8 163.3 178.7 193.8 188.9 183.9 181.8 182.2 182.5
23 Total loans and leases? . 7700 | 130700 | Lanzy [ 1,477 | 14247 | rass | n4e29 [ 14733 | rassis | 14870 | 14947 | 1,990 | 1,506.7
24 Commercial and industrial ., 488.6 487.9 491.4 492.0 494.8 S01.5 501.4 500.1 506.9 510.0 508.5 509.5
25 Bankers acceptances held?. 5.2 5.0 48 48 5.0 5.2 4.9 4.7 5.0 5.2 5.5 6.0
26 Other commercial und
industrial 4833 482.8 486.6 487.2 489.7 496.4 496.5 495.4 501.9 504.9 503.0 503.5
27 U.S. addressees 474.1 473.6 471.5 478.4 481.0 487.3 487.3 486.3 492.7 4954 493.3 494.0
28 Non-U.S. addresse 9.2 v.3 9.1 8.8 8.8 9.0 9.2 9.1 9.2 9.5 9.7 9.4
29 Realestate ... 4021 406.1 410.5 415.2 419.2 4233 427.3 430.6 434.9 439.5 445.2 450.2
30 individual . 279.2 283.2 286.7 289.0 291.0 294.8 297.0 296.3 296.8 298.6 301.1 303.1
31 Security.. SIRT TR 39.2 36.6 37.5 38.6 41.0 45.4 46.8 42.6 49.4 48.4 45.6 42.5
32 Nonbunk (n}.muul
Anstitutions ..o 30.9 36 3.7 3.1 32.1 334 2.9 313 317 32.2 33.1 14.6
33 Agricultural., oo 19.7 s 19.2 8.5 37.2 36.0 352 4.5 34.00 34,17 34.5 34.9
34 State and political
\“hd"”“o“* 47.9 48.8 48.8 49.3 S0.0 52 8 60.5 600.1 6.2 59.8 59.5 59.4
35 Foreign banks. ..., .., 9.9 9.4 9.7 9.5 9.3 9.3 9.3 9.1 9.0 9.1 9.2
36 Foreign official institutions 6.5 6.2 6.5 6.6 6.7 (. 9 7.0 7.0 6.8 5.3 5.1 6.4
37 Lcase financing recejvables . .. 17.8 17.9 8.1 18.2 18.3 18.8 19.6 19.8 19.8 19.9 9.9 20.0
¥ Alletherlowns.............. 5.2 5.7 37.8 36.7 39.1 40,57 363 6.5 3740 38,00 37.5 37.0

t. Data are provated averages of Wednesday estimates for domestically char-
tered insured banks. based on weekly sample reports and quarterly universe
reports. For foreign-related institutions, data are averages of month-end estimates
based on weckly reports from Jarge U.S. agencies and branches and quarterly
reports from all U.S. agencies and branches, New York investnent companies
majority owned by foreign banks, and Edge Act corporations owned by domesti-
cally chartered and foreign h.mks

2. Excludes loans to commercial banks in the United States.

3. Includes nonfinancial comntercial paper held.

4, United States includes the 50 states and the District of Columbia.

Note. These data also appear in the Board's G.7 (407) release. For address, sce
inside front cover.



Commercial Banking Institutions  Al7

.24 MAJOR NONDEPOSIT FUNDS OF COMMERCIAL BANKS!

Monthly averages, billions of dollars

—[ 1985 1986
Source — "
July Aug Sept. Oct. Nov. Dec. Jan. Feb, Mar. Apr. May" Inne
Total nondeposit funds
1 Secasonally adjusted? .. ... 108,771 t12.2| 1407 7.6 1208 126.27)  129.57 130,00 13927} 13137 | 132.5 129.3
2 Not scasonally adjusted ................ .. 105.4 tit4 112.4 116.2 121.9 1259 129.6 132.5 141.6 132.1 134.6 128.1
Federal tunds, RPs, and other
borrowings from nonbanks3
3 Seasonally adjusted ... 145.871 142,27 14307 14340 1484r( 15280 15007 ISLOr| ISR IST.T ) 1548 153.7
4 Not seasonally adjusted 142.4 141.5 141.4 142.0 149.4 152.4 1501 153.6 161.2 158.6 i56.8 152.5
5 Net balances due to foreign-related
institutions, not scasonally
adjusted ... =371 o =290 -25.8 =216 26.6 20.5 21.0 - 19.5 264 22.3 24.3
Mrmo
6 Domestically chartered banks’ net
positions with own foreign
branches, not seasonally
adjustedd ..o -38.3 —32.8 -30.7 -28.7 -30.3 316 -28.0 25.8 26.5 30.2 29.3 30.4
7 Gross due from balances .. 79.2 75.8 74.7 74.2 74.1 76.1 744 69.5 7.7 75.] n.Y 72.2
8 Grossduetobalances.................... 40.8 43.0 44.0 45.4 438 44.5 46.5 43.7 45.2 45.1 43.6 41.7
9 Foreign-refated institutions’ net
positions with directly related
institutions, not seasonally
adjusted® Lo 1.3 8 1.7 2.9 2.7 5.1 7.4 4.7 7.0 3.8 7.1 6.1
10 Gross due from balance . 54.6 55.1 56.0 55.4 56.1 56.4 57.7 60.0 6.7 62.5 6.0 62.7
11 Gross due to balances.............. ... 55.9 57.9 57.8 58.3 8.8 61.9 65.1 64.8 677 661 67.0 08.8
Security RP borruwiugs
12 Secasomally adistedd L #3.7 833 85.3 847 #4.8 88,0 86,1 87.8 87.8 87.2 86.4) 45.4
13 Not seasonally adjusted .. 80.4 82.6 83.7 83.4 85.9 87.7 R6.1 %.4 9.2 88.1 8R.0 §4.2
U.S. Freasury demand balanc
14 Scasonally adjusted . .. . ... 20.5 16.1 14.9 4.7 13.5 7.5 19.0 21.1 15.7 17.4 213 5.1
15 Not secasonally adjusted 23.1 13.4 16.8 5.4 7.9 14.6 24.0 24.2 15.7 17.8 21.8 13.1
‘Time deposits, $100,000 or more®
16 Scasonally adjusted.................. ... 324.2 327.2 330.8 3339 3359 317.6 349.4 1518 77 346.9 340.3 339.8
17 Not seasonally adjusted .................. 323.2 327.7 3327 336.3 3375 339.4 348.3 350.7 348.3 343.4 339.6 1381

1. Comimercial banks are those in the SO stales and the District of Columbia
with national or state charters plus agencies and branches of foreign banks, New
York investment companies majority owned by foreign banks, and Edge Act
corporations owned by domestically chartered and Toreign banks.

Data for lines 1-4 and 12--17 have been revised in light of benchmarking and
revised seasonal adjustment.

2. Includes seasonally adjusted federal funds, RPs, and othier borrowings trom
nonbanks and not scasonally adjusted net Immh)l]‘ux Includes averages of
Wednesday data tor domestically chartered banks and averages of current and
previous month-end data for foreign-related institutions.

3. Other borrowings are borrowings on any instruiment, such as a promissory
note or due bill, given for the purpose of borrowing money for the banking
business. This includes borrowings from Federal Reserve Banks and trom foreign

banks, term federal funds, overdrawn due from bank balances, loan RPs, and
participations in pooled loans.

4. Averages of daily figures for member and noumember banks.

5. Averages of daily data.

6. Based on daily average data veported by 122 lacge banks.

7. lnchudes U.S. Treasury demand deposits and Freasury tax-and-loan notes at
commercial banks. Averages of daily data.

Averages of Wednesday figures,

Noti. The seasonally adjusted series for total nondeposit funds (line 1) and
federal funds, RPs, and other borrowings from nonbanks (line 3) have been
revised back to November 1980, The revised data are available on request from
the Banking Section, Division of Research and Statistics, Board ol Governors of
the Federal Reserve System, Washington, D.C. 20551
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1.25 ASSETS AND LIABILITIES OF COMMERCIAL BANKING INSTITUTIONS  Last-Wednesday-of-Month Series

Billions of dollars

1985 1986
Account
Ang. Sept. Ot Nov. Dec. Jan. e, Mar. Apr. May June
ALL COMMERCIAL BANKING
INSTITUTIONS!
1 Loans and securities 1,958.2 f 1,976.4 | [,985.8 | 2,035.6 1 2,068.7 | 2,065.2 | 2,0788 | 2,001.4 | 2,113.4 | 2,101.3 2,108.5
2 Investment securities ... .. 400.3 403.8 402.4 410.5 420.4 432.5 432.8 427.2 429.5 430.9 432.6
3 U.8. government securiti 257.8 258.1 2529 254.9 2539 2519 255.1 253.7 255.8 257.7 259.6
4 Other....oooooinnn 142.5 145.7 149.6 155.6 166.5 180.6 177.7 173.5 173.6 173.2 173.0
S Trading account ¢ 24.2 26.4 25.0 32.0 KIB! 30.1 34.0 30.1 27.8 27.0 27.4
6 lotal loans .. ... 1,533.6 | 1,546.2 [ 1,558.4 | 1,593.1 1L,617.2 | 1,602.6 | 1,612, () 1.634.2 1 1,656.1 1,643.57]  1,645.5
7 Interbank loans | . 129.4 128.6 1324 149.0 150.6 140.4 143, 146.0 155.7 146.27 139.2
8 Loans excluding interb 14043 [ 1,417.6 1 14259 | 14442 1,466.7 | 1,462.2 | 1,468, S 1 488.1 1,500.4 | 1,497.2 1.506.3
9 Commerciat and industrial. .. ..., 4878 492.3 491.7 495.8 500.2 496.7 5018 S08.5 510.5 506.27 512.3
10 Real estate ... iait 407.4 411.5 416.7 420.2 423.7 428.7 431.5 435.9 4417 446.4 4514
11 Individual 284.9 287.4 290.3 292.0 296.0 297.4 296.4 296.9 300.4 30107 304.0
12 All other 224.2 226.3 227.2 236.2 246.7 239.4 238.7 246.9 2478 243.6/ 238.7
13 Total cashiassels ... .oooiiinn.. 190.2 189.6 191.5 209.0 2133 187.3 193.7 198.1 209 221.0 196.0
14 Reserves with Federal Reserve Banks 24.6 24.8 19.5 20.4 27.6 21.9 26,2 29.1 25.5 30.2 27.9
15 Cashinvault ...................... 2.7 22.1 22.6 214 222 23.0 227 21.8 22.3 23.9 23.0
16 Cash items in process of collection ., . 62.6 61.6 68.1 82,1 79.5 64.2 66.9 68.8 80.7 84.6 67.3
17 Demand balances at U.S. depository
institutions ... 30.7 30.6 115 35.8 36.0 313 318 311 34.7 36.8 2.0
18 Other cashassets .................. 49.6 50.6 49 8 49.4 8.0 47.0 46.1 474 46.7 45.5 45.8
19 Otherassets . ....oovvvnni e 190.7 196.2 189.2 197.1 2019 187.0 186.5 195.3 207.0 195.97 196.6
20 Total assets/total liabilities und capital . 2,339.1 | 2,362.2 1 2,366.5 | 2,440.8 | 24838 1 24396 | 24589 | 24848 | 2,530.3 | 2,518.3| 2,498.1
20 Deposits ..o 1,684.3 | L690.5 | 1,713.6 | L7517 L7725 1 L7395 | 17464 | L7628 | 1,798.4 | 1807470 1,791.9
22 ‘Transaction deposits. ... 4763 475.2 491.7 522.2 536.9 488.8 492.1 502.5 540.7 542.7 523.3
23 Savings deposits ... 43R.3 440.1 445.8 450.4 452.0 454.2 457.2 462.0 467.8 471.3" 482.4
24 Timedeposits. ... oo 769.7 775.3 776.2 779.1 783.6 796.5 797.1 798.3 89.9 787.57 786.3
25 BOITOWINES . o0 veeee e 313.7 328.3 313.6 356.1 367.8 364.4 374.7 373.1 390.7 367.4 366.8
26 Other liabilities .............. ... 177.3 179.0 173.7 167.9 175.8 167.6 169.1 179.3 170.4 173.1 168.5
27 Residual (assets less labilities) . ........ 163.8 164.4 165.5 166.0 167.7 168.2 168.8 169.7 170.8 170.37 170.9
Memo
28 U.S. government securities (including
trading accoumt) .. ... oL 271.9 275.2 268.6 274.8 269.7 269.8 278.4 273.7 2740 275.1 276.5
29 Other securities (including trading
HCCOUML). .o e 152.6 155.1 158.8 167.7 181.8 192.8 188.4 183.6 183.3 182.8 183.5
DOMESTICALLY CHARTERED
CoMMERCIAL BANKS?
30 Loans and securities 1,856, 1,869.9 1,879.5 1,926.0 1,954.3 1,954.1 1,964.0 1.972.4 1,993.3 1,985.3 1,990.0
31 Investment securities .. 390.2 3929 391.1 399.5 409.9 421.1 420.8 416.0 416.1 417.1 419.6
32 U.S. povernment securities 253.1 2531 247.4 250.1 249.0 247.0 249.6 248.5 248.8 250.2 253.1
33 Other 137.1 139.7 143.8 149.4 160.9 174.1 171.2 167.5 167.2 166.9 166.5
34 Trading account 24.2 26.4 25.0 32,0 31 30.1 340 30.1 27.8 27.0 27.4
35 Total loans ....... 1,442.4 { 14506 | 14634 149451 15134 1,503.1 1,509.2 [ 15263 | 1,549.4 | 11,5413 1543.0
36 Interbank loans .................. 106.0 104.2 108.7 124.1 123.8 115.8 115.8 120.2 129.3 123.3 117.3
37 Loans excluding interbank, . ....... 13364 1 134641 13546 | 137041 138950 138731 139351 140611 14200 1 1418071 (4258
38 Commercial and industrial ... .. .. 438.0 440.2 439.3 441.8 445.3 4425 446.2 448.2 452.3 449 87 452.5
39 Realestate ... oo 402.1 406.1 411.5 415.0 418.4 423.6 426.4 430.7 436.3 444.7 4458
40 Individual ..................... 284.6 287.1 290.0 291.7 295.7 297.1 296.2 296.6 300.1 300.87 303.6
41 Altother ... 2107 213.1 213.8 222.0 230.1 224.1 224.7 230.7 231.4 226.7 2239
42 Total cashassets . ....ooov oot 174.1 173.5 175.7 193.4 197.2 171.1 179.1 182.7 194.3 205.8 180.1
43 Reserves with Federal Reserve Banks 23.6 24.2 18.3 19.2 25.8 21.0 25.5 28.4 24.4 28.7 26.3
44 Cashinvault ...................... 22.7 22.0 22.6 21.4 2.2 23.0 2.6 217 222 23.8 229
45 Cash items in process of collection . 62.3 613 67.9 81.8 79.3 63.8 66.5 68.4 80.3 84.2 66.7
46 Demand balances at U.S. de()\IlUIy
nstitutions ..o 290 29.1 30.1 33.9 34.3 294 30.1 29.4 33.0 35.1 30.2
47  Other cashassets ... ............ 36.4 36.8 36.8 37.1 357 34.0 343 34.7 34.3 34.0 34.0
48 Oher assets . ...vvnvn e e 141.9 142.8 141.1 146.2 150.0 137.8 134.6 144.0 150.3 142.8 144.1
49 Total assets/total liabilitics and capital ...|  2,172.8 | 2,186.1 | 2,196.3 | 2,265.6 | 2,30L.6 | 2,263.1 1 2,277.8 | 229%.1 [ 2,337.9 [ 2,334.0 2.314.1
SO DEPOSIES .. ii 1,638.4 | 1,643.1 1.666.4 | 1,704.6 | 17244 ] 1,680.6 | 16982} 1,713.1 1,749.1 1,758.77  1,741.4
51 Transaction depos . 469.5 468.3 485.0 5153 529.5 481.6 484.8 495.0 533.1 335,37 S18.5
52 Savings deposits 436.7 438.5 444.1 448.6 450.3 452.4 455.3 4601 465.8 475.2" 480.3
53 Time deposits. . 732.2 736.3 737.3 740.7 744.7 755.7 758.1 758.1 750.1 748. 1" 745.6
54 BOITOWINES ..o eveeei e 254.2 263.8 252.2 285.0 295.7 298.0 304.9 304.8 309.1 294.2 293.5
55 Other liabilities ........... ... 119.5 117.9 115.4 113.0 116.9 110.5 109.0 114.6 12.0 113.9 11.s
56 Residual (assets less liabilities). . ... ..., 160.7 161.3 162.4 162.9 164.6 165.0 165.6 166.5 167.7 167.27 167.8

1. Commercial banking institutions include insured domestically chartered
cominercial banks, branches and agencies of foreign bunks,

Edge Act and

Agreement corporations, and New York State foreign investment corporations.

2. Insured domestically chartered commercial banks include all member banks

and insured nonmember banks.

Note. Figures are partly estimated. They include all bank-premises subsidiar-
ies and other significant majority-owned domestic subsidiaries. Loun and securi-
ties data for domestically chartered commercial banks are estimates for the last
Wednesday of the month based on a sample of weekly reporting banks and
quarter-end condition report data. Data for other banking institutions are esti-
ntates made for the last Wednesday of the month based on a weekly reporting
sample of foreign-related institutions and quarter-end condition reports.
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1.26  ALL LARGE WEEKLY REPORTING COMMERCIAL BANKS with Domestic Assets of $1.4 Bitlion or More on
December 31, 1982, Asscts and Liabilitics
Millions of dollars, Wednesday figures
1986
Account ——F
/\p] 30 | May 7 | May 14 | May 21 | May 28 ¢ Juncd | June 11| June 18 | June 25
I Cash and badances due from depository institutions 101,565 94,6607 | 97,035 96,7037 111,80 103,270 93,824 95,853 93,038
2 Total luans, leases and securities, wet. ... ... ... .. ... 943,308 | 933,2657| 926,1107| 934,016 | 930,101 ] 938,639 | 927,386 [ 933,286 929,040
3 LS, Treasury and government agency ... 92,541 93,7721 93,671 93,603 92,750 93,194 91,576 93,060 931,77
4 Trading account .o 21,508 21,9087 22,808 22,004 20,719 21,410 19,220 20,204 20,233
3 Investment account, by maturity . 71,036 71,864 70,866 71,599 72,031 71,784 72,356 72,856 73,503
6 One yearorless ... in 19,229 19,2487 19,099 18,747 19,062 19,468 19,181 19,114 18,772
7 Over one through tive years. . ... ....... 33,343 35,403 34,144 34,95 35,206 33,589 34,530 34,443 34,447
8 Over five yems (oo 18,4647 17,213 17,623 17,8997 17,763 18,727 18,644 19,299 20,284
9 Other seceurities. . . . 9,254 1 68,300 { 67,586 67,470 | 68,003 67,617 67,037 67,268 68,279
10 “Frading account . 5,192 4,738 4,001 3,934 4,535 4,148 4,098 4,397 5,251
Il Investment ‘IC(_()llnl ................. . 64,062 63,562 63,585 63,536 63,408 63,469 62,938 62,871 63,028
2 States and political subdivistons, by matwrity .. ... ..o L. 56,942 56,466 56,548 56,508 56,396 56,212 55,894 55,834 55,882
13 One year or less 9,648 9,379 9,345 9,194/ 9,035 8,809 8,704 8,696 8,601
14 {ver one year . 47,264 47,0877 47.202 473147 47,362 47,403 47,190 47,138 47,281
15 Other bonds, cor p(\h\‘L ﬁm&ks ¢ . 7.149 7,096 7,037 7,028 7,071 7,256 7,044 7,037 7,146
16 Other trading acCountassets ... i aneans 4,830 5,051 4,870 4,851 5,422 5,391 5,190 5,192 5,577
17 Federal funds sold!, 70,081 62,694 56,024 61,542 59,808 65,473 59,944 61,116 54,003
I8 To commercial ban 43 878 37,729 | 3227 35,034 35,7097 39,653 14,587 36,426 31,724
19 To nonbunk brokers : 17,391 16,636 15,819 17,718 15,960 16,373 15,644 15,462 14,851
20 Toothers ...... 8,812 8,329 7934 8,790 8,200 9,447 9.714 9,228 7,428
21 Other loans and lease 726,525 | 723,399 | 723937 | 726,544 ) 724,066 | 727,157 | 723870 726,904 | 727,621
22 Other loans, gross?.. 710,631 | 707,491 708,036 | 710,637 | 708,160 711,151 | 707,846 1 710,856 | 711,565
Commercial und industria 260,976 | 261,411 | 260,914 | 258,845 | 258,091 259,433 | 259,208 | 258,809 | 259,818
Bankers acceptances and umunuual pdpu 2,156 2,295 2514 2,427 2,395 2,633 2,531 2,692 2,605
Allother....... 258,821 | 259,116 | 258,400 | 256,417 | 255,696 | 256,800 | 256,677 | 256,117 257,213
U.S. addressce L] 254,277 | 254,575 | 253,897 | 250,950 | 251,295 | 252,661 | 252,474 | 250,998 | 253,271
Non-U.S. addressees ..o oo oo 4,543 4,541 4,502 4,466 4,401 4,138 4,213 4,119 3,942
Real estate loans? ..o i 187,521 188,036} 189,181 190,106 | 189,828 | 189 828 190,485 | 191,456 191,381
lo individuals for personal cxpuulmnc 134,1867 | 134,1107| 134,40771 134,447r| 134,737 135,056 | 135,117 {35,589 136,011
Yo depository and financial institutions 43,639 44,062 43,692 45,324 44,815 46,490 45,483 46,219 45,453
Commercial banks in the United States 13,892 14,556 13,901 14,705 14,385 15,216 14,064 14,483 14,224
Banks in foreign countries ............. 5,420 5,218 4,860 5,550 5,618 5,655 5,331 5,519 5,369
Nonbank depository and other financial institutions 24,326 24,288 24932 | 25,069 24,812 25,619 26,088 26,217 25,860
For purchasing and carrying securities. . ........ .. 21,958 18,170 18,257 20,540 18,625 18,293 17,011 16,767 16,610
To finance agricultural production. .. 6,226 0,251 6,290 6,308 6,276 6,209 6,224 6,222 6,233
‘To states and potitical subdivisions. ... . L 36,418 36,318 36,260} 36,309 36,213 36,148 36,097 36,261 36,371
To foreign governments and official institutions ..., .. 3,307 3,405 3,354 3,322 3,439 3,184 1,208 3,292 3,212
Allother.... oo 1639971 15,7277 15,681 15,4361 16,136 16,509 15,013 16,239 16,476
: ase financing receivables | 15,894 15,908 15,900 15,907 15,906 16,006 16,024 16,048 16,056
40 Less: Unearned income ... 4,970 4,934 4,939 4,935 4,940 4,914 4,921 4,937 4,945
41 ILoan and lease reserve - 14,9527 15,048 15,039 15,060 15,069 15,279 15,310 15,316 15,230
42 Other loans and leases, net? .. ... ..o 706,6037| 703,4470] 703959 | 706,550 | 704,057 | 706,963 | 703,639 | 706,651 707,446
A AN Oher assetS oo e 131,8967) 131,418 1 129,324 | 127,990 ) 124,619 130,660 | 128,056 | 127,664 | 125,730
44 Tolal d85€18 .o . L 1,176,769 |1,159,0497 1,152,470 [ 1,158,709 1,166,520 {(,172,569 11,149,266 {1,156,804 | 1,147,809
45 Demand deposits. ... 222,1377| 207,079 208,63971 2039027 223,193 [ 225299 | 211,345 ] 215,386 | 208,226
46 Individuals, partnerships, and corporation 166,992 | 158,424} 1618147 155,894'] 166,907 | 172,054 | 163,241 | 163,343 158,800
47 States and political subdivisions .. .., ... = 6,036 S,151 4,640 5,056 5055 4,893 4,382 5,589 5,868
48 LIS, BOVEIIMCH. Lo 4,767 2,925 2,437 1,132 1,862 4,508 2,673 4,624 1,898
49 l)quml()ly institutions in United States.,................... 24,632 23,7467 23 1677 2384170 27054 25,543 23,453 24,715 23,940
50 Banks in foreign countries .. ... ... ... .. 6,451 5,990 6,319 6,209 6,613 6,260 6,099 6,448 6,472
ST Toreign governments and official institutions . 878 809 800 796 952 846 795 926 804
52 Certified and ofticers’ checks .. ..., .. 12,381 10,033 9,460 10,974 14,750 11,198 10,701 9,741 10,443
§3 Transaction balances other than demand depos 44 278 45,0800 | 44,4267 44,5007 44,434 47,115 46.709 46,219 45,124
54 Nontransaction balances 490,134 | 490,8637 | 491,1087| 492,425 | 492,198 | 494,071 494,482 | 492,482 492,219
SS  Individuals, partnerships and corporations . . . 451,872 | 452,34271 452,557 | 453,659 | 453,484 | 455779 | 456,054 | 454,391 453,970
56 States and political subdivisions ... ..., 25,753 25,795 26,052 26,315 26,318 25,658 25.801 25.466 25,616
ST AULS.govesnment. ..o 683 671 674 762 761 790 844 866 854
S8 Depository institutions in the United States .. ... .. 10,258 10,488 10,305 10,190 10,223 10,427 10,423 10,402 10,498
59 Foreign governments, official institutions and banks 1,567 1,566 1,520 1,498 1,412 1,416 1,359 1,357 1,282
60 Liabilities for borrowed money .......... .. ... ..., Lo 252,508 | 250,943 [ 242,378 | 246,116 1 238,390 | 240,155 | 231871 | 239,441 236,846
6t Borrowings from Federal Reserve Banks ... .. .. 305 3¢ 339 269 531 91 445 268
62 Clreasury tax-and-loannotes ..o L 17,532 17,739 15,580 11,164 7912 5,204 1,070 12,736 18,341
63 All other liabilities for borrowed money!. | 234,671 232,807 | 226,458 | 234,275 ] 230,209 | 234,330 { 230,410 | 226,200 218,236
64 Other habilities and subordinated note and debentures. .. ... RS R43r) 83,128 83 826 89 811 86,359 83,972 82,592 81,427 83,140
65 Total labilities . ... . 1,094,9017 1,077,093 |1,070,3777 | 1,076,7557|1,084,574 |1,090,614 | 1,067,000 11,074,955 | 1,065,555
66 Residual (total assets minus total Habilitiesy. ... .. ... 81,868 81,956 82,092 81,954 81,947 81,956 82,266 81,849 82,254
Muimo
67 Total loans and leases (gross) and investinents adjusted®. ., ... .. 905,460 | 90093271 899,516 | 904,272 | 900,017 | 903,963 | 898967 | 902,630 | 903,267
68 Total loans and leases (gross) adjusted?S. .. Do . 738,836 | 7338087 733,789 | T73R,348 | 733841 [ 737761 735164 { 737.110 735,676
69 Time deposits in amounts of $100,000 or more, . 155,9067] 155,978 1559217 1557607} 155,436 | 155,395 155,083 | 154,362 153,897
70 Loans sold outright to affiliates: ~total® .. ... ... 1,701 1,685 1,685 1,533 1,504 1,458 1,431 1,463 1,405
71 Commercial and industrial . 1,038 [,049 1,057 958 950 913 905 91y 855
T2 Other. o . 662" 636" 628" 575 554 545 526 524 549
73 Nontransaction savings deposits (including MMDAs) . .......... 200,6037| 201,529 202,2267| 204,0667| 204,081 | 206,017 | 20603867 | 206,323 206,377
lﬂLludL\ securities purchased under agreements to rescll. 4. 'Fhis is not a measure of equity capital for use o capital adeguacy analysis or

2.

.evels of major loan items were allected by the Sept, 26, (984, transaction

between Coutinental Hinois National Bank and the Federal l)wmil tnsurance
Corparation, For details see the H.4.2 statistical release dated Oct. 5, 1984,

3. Includes federal funds purchas

d and securitics sold under agreentents to

repurchase: for information on these liabilities at banks with assets of $1 billion or
more on Dec. 31, 1977, see table 1.13.

fm ather analytic uses.
Exclusive of loans and federal funds transactions with domestic commercial

h.mk

N,

6. T.oans sold are those sold outright to a bank's own foreign branches,
nonconsolidated nonbank affiliates of the bank, the bank’s holding company (it
not a bank), and nonconsulidated nonbank subsidiaries of the holding company.
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1.28 LARGE WEEKLY REPORTING COMMERCIAL BANKS IN NEW YORK CITY Assets and Liabilities
Millions of dollars, Wednesday figures except as noted
VLI
Account —‘
Apr. 301 May 7 ] May M} May 21 | May 28 | Juncd | June 117 June 181 June 28
I Cash and balances due from depository institutions.............. 26,606 23,8960 23,601 25,982 31,236 26,129 22,984 22,613 24,072
2 ‘Total loans, leases and securities, net! 204,896/ 197,328 | 194,687 | 200,641 | 198,991 [ 201,936 | 197,436 | 199,959 | 195,545
Securities
3 ULS. Treasury and government agency. ..o e 0 0 0 0 0 0 0 0 0
4 Pradingaccount? ... 0 0 0 0 0 0 0 0 4}
S Investment account, by maturity .. 10,673 10,674 10,096 9,983 9,601 10,120 9,892 97117 9,543
0 One yearorless............... 1,375 1,394 1,382 1,306 1,114 1,226 1,072 1,056 1,020
7 QOver one through five years | 6,087 6,470 5,383 5,218 5,214 4,959 4919 4,626 4,722
8 Over five years 3,210 2,810 3,332 3,462 3,272 3,935 3,901 4,034 3 801
9 Other securities? .. [ 3} 0 0 0 0 0 0
10 Trading account? .. 0 0 0 0 0 0 0 0 0
11 Investment account 15,462 | 15,439 15,447 15,324 15,310 15,217 15,035 15,008 15,118
2 States and political subdivisions, by maturity .. 13,262 13,254 13,299 13,234 13,232 13,226 13,203 13,175 13,133
13 Oneyearorless.. ... 1,706 1,715 1,712 1,694 1,685 1,712 1,714 1,678 1,618
14 Over one year ......... 11,557 11,539 11,587 11,540 11,546 11,514 11,489 | 11,498 11,515
15 Other bonds, corporate stock 2,200 2,184 2,148 2,091 2,078 1,990 1,832 {,833 1,985
16 Other trading account assets? ... ..o oo 0 0 0 0 0 0 0 Q 0
Loans und leases
17 Vederal funds sold®. ... 318081 27,241 25,643 | 29,556 | 28,608 | 30,682 ] 29,213 30,598 25,13
18 To commercial banks 16,289 12,260 11,630 13,954 13,989 14,504 12,382 14,669 12,114
19 To nonbank brokers and dealers in sccuritics . 8,800 8,447 8,063 8,939 8,207 8,642 8,842 8,655 7,740
20 Toothers........... oo 6,719 6,534 5,949 6,662 6,412 7,538 7.948 7,273 5,880
21 Other loans and | 151,907 | 149,645 | 149,232 { 151,522 | ISL218 | §S1,716 | 149,154 | (50,506 150,958
22 Other loans, gross 148,870 | 146,6007 146,236 | 148,517 | 148,206 | 148,687 | 146,113 | 147,45] 147,895
23 Commercial and industrial .. ... oo 57,988 | 57,977 58,087 56,638 56,696 56,742 56,603 56,251 57,108
24 Hankers acceptances and commercial paper ... ... ... .. 488 512 618 666 542 592 549 St 580
23 All other 57,500 57,465 57,469 55972 56,154 56,150 56,054 55,740 56,528
26 u.s .|ddrc"cc 56,738 1 56,702 [ 56,707 55,246 | 55478 | S5.718 | 55,619 | 55,328 56,093
27 Non-U).5. 762 763 762 725 675 432 435 412 435
28 Read estate loans ., .. 31,286 31,355 31,683 31,928 32,008 IL808 [ 31,85 | 32,103 32,159
29 To individuals for personal expenditures ... . 17,926 17,956 18,094 18,116 18,167 18,237 18,297 18,348 18,442
30 To depository and financial institutions .. 14,849 14,934 {4,119 {5,402 15,587 16,638 16,075 16,611 16,249
31 Commercial banks in the United States 5,880 6,194 5,667 6,548 6,459 7,314 6,747 7,229 7,008
32 Banks in mxc\y\ COMMMIEICS .o 2,293 2,200 { k27 2,130 2,397 2,336 2,128 2373 2,284
33 Nonbank depository and other financial nstitutions . 6,676 6,540 6,626 6,724 6,731 6,987 7,203 7008 6,958
34 For purchasing and carrying securities ..., ...... 11,664 9,294 9,264 11,578 10, ()‘)l 9,894 8,689 8,707 8,432
kX To finance agricultural production . . 319 31 295 300 301 296 285 285 279
16 To states and political subdivisions . ... ..., .. 9,259 9,248 9,258 9,307 9, 211 9,186 9,191 9,278 9,326
37 To foreign governments and official institutions 856 959 879 857 963 776 823 K88 811
38 Allother ... ... . 4,722 4,568 4,556 4,396 5,185 S, 4,264 4,970 5,089
19 Lease financing receivables 3,037 3,045 2,996 3,005 3,012 3,030 3,041 3,085 3,063
40 Less: Unearned income, ... 1,443 1,435 1,434 1,438 1,440 1,447 1,449 1,460 1,473
41 fLoan and fease reserve AU 4,211 4,242 4,297 4,306 4,306 4,353 4,409 4,409 4,335
42 Other loans and feases, net.............. 146,2537] 143,9697| 143,501 | 145,778 | 145,472 | 145 917 | 143296 | 144,637 | 145,150
43 All other assetst. . ... ... 73,456 74,334 73,336 72,672 71,611 76,256 72,720 71,979 71,903
A4 Total assels .. ..o 304,258 295,5547| 291,624 | 299,295 | 301,838 | 304,321 | 293,146 | 294,552 | 291,519
Depasits
45 Demand deposits .o 58,576 | 53,6197 52,385 | 53,883 | 61,506 | 59,756 | 52,544 | 55,605 55,552
46 Individuals, partnerships, and corporations . 9,012 359627 35,826 35,823 39,514 41,649 35,308 37,458 16,705
47 States and political subdivisions.. ..., .. 688 589 594 584 614 664 546 734 1,262
48 U government ... oo 715 556 486 143 332 892 514 867 264
49 Depository institutions in the United States 6,167 6,033 5,410 5.832 5,863 5,877 5,292 6,217 6,382
50 Banks in foreigncountries. ... 5,127 4,818 5,070 4,989 5,225 4,956 4,981 5,273 5,151
St Foreign governiments and official institutions . 684 646 642 640 784 708 665 769 658
52 Certified and officers’ checks ............. 6,082 5,014 4,358 5,872 9,175 5,009 5,238 4,286 5,129
53 lmnsdulon balances other than demand deposits
ATS, NOW, Super NOW, telephoae transfers) | 4,785 4,903 4,837 4,884 4,909 5,169 5,201 5,279 5,248
54 Nontransaction b;\lﬂnccs ......................... 91,402 91,4231 91,469 92,083 91,576 92,290 92,466 91,602 91,198
55 Individuals, partnerships and corporations 82,136 82,1037 82,334 82,664 82,490 83,124 83,126 82,448 82,196
56 States and political subdivisions. ... ... 5,876 5.939 3, 97() 6,162 6,095 5,999 6,101 5,997 6,033
§7  U.S.government. ... 48 47 125 120 119 174 174 78
S8 Depository institutions in the United States ... ... 2,496 2,488 2, 74‘) 2,273 2,097 2,267 2,295 2,221 2,202
59 Foreign governments, ofticial institittions and banks 846 846 863 859 774 781 768 763 688
60 Liabilities for borrowed money .................... 87,809 | 84,546 82,235 | 84,163 81,933 | 85,562 | 82,028) 81,962 78,532
61 Borrowings from Federal Reserve Banks . 0 0 0 0 0 4] 0 0 4]
62 ‘l'reasury tax-and-loan notes ... ... 4,894 4,895 4,167 2,850 2,073 2,122 194 3,309 4,592
63 All other liabilities for borrowed moneys ..., .. .. 82,914 79,651 78,068 81,312 79,860 83,440 81,834 78,653 73,940
64 Other liabifities and subordinated note and debentures . ..., .. 35,368 1 34,597 [ 34,256 | 37,871 35,556 1 35,081 34,359 ) 33,792 34,346
65 Total babilities ... ... e 277,947 269,089 265,183 | 272,885 | 275,481 | 277,858 | 266,598 | 268,241 264,876
66 Residual (total assets minuos total Nabilities)t . ... ... .. L 26,318 26,465 26,441 26,411 26,357 26,463 26,548 26,311 26,643
Memo
67 ‘Total louns and leases (gross) and investments adjusted™? ..., 187,681 | 184,5457| 183,121 185,883 | 184,289 | 185,917 | 184,165} 183,930 182,232
68 Total loans and leases (gross) adjusted” ... . .. 161,546 | 158,4327| 157,578 | 160,576 | (59,378 | 160,579 | 159,238 } 159,208 157,570
69 Time deposits in amounts of $100,000 or more ... 34,880 34,684 34,476 34,794 34,288 34,779 34,428 34,003 13,4506
I. Excludes trading account securities, 6. Not a measure of equity capital for use in capital adequacy analysis or for
2. Not available due to confidentiality. other analytic uses.
3, Includes securities purchased under agreements to resell. Exclusive of loans and federal funds transactions with domestic comarercial
4. Includes trading account securities, banks.
5. tachudes federal funds purchased and sceunties sold under agreements to Nore. ‘These data also appear in the Board's 11.4.2 {304) velease. For address,

repurchase.

see inside front cover.
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1.30 LARGE WEEKLY REPORTING U.S. BRANCHES AND AGENCIES OF FOREIGN BANKS!  Assets and
Liabilities

Millions of dollars, Wednesday figures

1986
Account T e -
Apr. 30 May 7 May 14 May 2t May 28 June 4 June 11 June 18 June 25
1 Cash and due from depository institutions . 9,451 8,932 49,194 8,708 9,202 10,224 9,149 10,126 9,793
2 ‘fotal Joans and securities ........... ... . 69,4227 08,3947 67,1507 67,865 67,036 67,615 66,538 67,739 66,675
3 ULS. Treasury and govt, agency seeurities 4,946 4,952 4,938 5,089 5,256 5,517 5,066 4,618 4,649
4 Other sechmrities .. ... .oooii i 4,169 4,167 42047 4,207 4,384 4,421 4,429 4,445 4,469
§ Federal funds sold? 4,318 4,752 31,563 5,108 3,628 3,886 4,146 4,493 3,128
6 To commercial banks in the United Stites 3,314 3,740 2,492 3,928 2,386 2,746 3,036 4,024 2.457
7 Ftoothers ... oo . 1,004 1,01 1,071 177 1,242 141 1o 869 668
8 Other loans, gross, 55,988 54,524 54,4447 53,4647 53,768 53,790 52,895 53,783 54,432
9 Commercial and mxlus rid 32,148 32,0511 31,550 31,028 31.089 32,201 31,882 32,365 KEN I
10 Bankers acceptances and commercial
PAPCY ot 2,372 2,605 2,626 2,659 2,616 2,705 2,604 2,854 2,912
11 All other 29,776 29,446 28,924 28,368 28,473 29,497 29,278 29,511 30,20
12 U.S. udd 3 27,5117 27,151 26,6227 26,065 26,042 26,726 26,996 27,207 27,900
13 Non-U.S, addresse 2,265 2,295 2,302 2,304 2,431 2,770 2,282 2,304 2,301
14 To financial institutions . 15,863 15,862 15,347 15,044 15,025 14,486 14,216 14,224 14,056
15 Commercial banks in the United States . 12,929 12,628 12,065 11,548 11,604 11,082 10,771 10,720 10,919
16 Banks in foreign countries........... 953 98 1,004 980 931 962 889 1,034 891
17 Noubank financial institutions. ... .. .. 1,981 2,247 2,278 2,517 2,490 2,442 2,556 2,470 2,247
18 To foreign govts, and official institutions . . 641 555 550 557 559 559 554 S84 609
19 For purchasing and carrying securities ., 3,428 2,152 3,040 2,831 3,053 2,573 2,221 2,544 2,557
20 Allother ... 3,907 3,903 3,957 4,003 4,042 3,970 4,022 4,065 4,095
21 Other assets (Claims on nonrelated parties) . . 22,024 22,000 22,088 22,336 21,937 21,576 22,390 21,858 21,802
22 Net due fromi related institutions .. ... .. .. 14,744 14,324 12,871 12,342 12,346 11,859 12,136 11,677 12,162
23 Total assets ... i 115,641 13,6507 11,3027 111,248 110,522 111,273 110,212 111,399 110,432
24 Deposits or credit balances due to other
than directly related institutions 32,821 12,386 32,060 32,059 32,047 31,299 31,256 31,754 33,408
25 Transaction accounts and credit balan 2,961 3,245 2,903 3,057 3,085 3,092 2,866 3,294 3,460
26 Individuals, partnerships, and
COIPOTALIONS L. oo ov v ines 1,667 1,789 1,904 1,670 1,614 1,564 1,594 1,609 1,767
27 Other ..o . 1,294 1,456 1,002 1,387 1,472 1,529 1,272 1,685 1,694
28 Nontransaction accounts? 29,860 29,140 29,157 29,002 28,961 28,207 28,389 28,460 29,947
29 Individuals, partnerships, and
corporations ............ e 24,626 23,855 23,865 23,726 23,886 23,294 23,420 23,517 24,501
30 Other ... 5,234 5,286 5,292 5277 5,076 4912 4,969 4,943 5,446
31 Borrowings from other than directly
related institutions. ... ... 46,673 45,810 42,003 42,690 42,132 45,829 43,504 46,421 42,591
32 Federal funds purchusctls ............. 25,163 23,930 20,267 20,491 20,416 23,845 21,886 24,276 20,600
33 I'rom commercial banks in the
United States . o 18,224 16,874 13,964 13,977 13,587 16,033 14,123 17,543 13,820
34 Fromothers ........ ... ... 6,939 7.056 6,302 6,514 6,829 7,812 7,762 6,733 0,780
35  Other liabili for hmmwul money. 21,510 21,880 21,736 22,199 21,718 21,983 21,618 22,145 21,991
36 To commercial banks in the
United States ... ..o 19,648 20,005 19,726 19,684 19,147 19,519 18,965 19,330 19,002
37 To others......... 1,863 1,875 2,010 2,518 2,568 2,464 2,653 2,815 2,989
38 Other liabilities to nonrelated parti 23,6957 23,634 23,824 23,396 23,313 23,231 23,828 23,310 23,392
39 Net due to related institutions 12,4517 11,819 13,4157 13,1027 13,430 10,914 11,624 9,914 11041
40 ‘Total liabilities .. ............o L 115,641" 113,650 HHE 3027 111,248 110,522 111,273 110,212 111,399 110,432
MEMo
41 Total loans (gross) and securitics adjustedt 53,1787 52,026 52,5927 52,389 53,047 53,786 52,730 52,994 53,299
42 ‘Total loans (gross) adjusted™. ..., ..., 44,0637 42,907 43,450 43,0927 43,406 43,848 43,235 43,932 44,181
1. Effective Jan. 1, 1986, the reporting panel includes 65 U.S. branches and 4. Includes savings deposits, money market deposit accounts, and time
agencies of foreign banks that include those branches and agencies with assets of deposits,
$750 million or more on June 30, 1980, plus those branches and agencies that had S. Includes securities sold under agreements to repurchase.
rc’mhed the $750 million asset level on Dec. 31, 1984, 6. Exclusive of loans to and federal funds sold to commercial banks in the
Includes securitics purchased under agreements to resell. United States.

3. Includes credit balances, demand deposits, and other checkable deposits,
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1.31  GROSS DEMAND DEPOSITS Individuals, Partnerships, and Corporations!
Billions of dollars, estimated daily-average balances, not seasonally adjusted

Commercial banks

Type of holder 19857 1986
1980 1981 1982 1983 1984
Dec. Bec. Bec. Dec. Dec.
Mar 34 June Sept. Dec. Mar.
1 All halders—Individuals, partncrships, and
COorporations. ......... .o e 315.5 288.9 2918 293.5 3027 286.3 298.4 299.3 321.0 307.4
2 Financial business ... o 29.8 28.0 35.4 32.8 3.7 27.3 279 28.1 32.3 31.8
3 Nonfinancial busine .. . 162.8 154.8 150.5 161.1 166.3 157.9 164.5 167.2 178.5 166.6
4 Consumer . . 102.4 86.6 85.9 78.5 81.5 78.9 82.8 82.4 85.5 4.0
S Foreign ... .. .. 3.3 29 3.0 3.3 3.6 36 17 3.5 15 34
6 Other ..o 17.2 16.7 17.0 17.8 19.7 18.7 19.5 18.5 21.2 21.6
- L
Weekly reporting banks
1985 986
1980 1981 1982 1983 1984 1986
Dec. Dec. Dec. Dec. Dec.2
Mar 14 June Sept. Dec. Mar.

7 All holders—Individuals, partnerships, and

corporations, .. ... 147.4 137.5
8 Financial business ..........o. e 21.8 21.0
9 Nonfinancial busines 78.3 75.2
10 Consumer . .. 35.6 30.4
1t Foreign ... 31 2.8
120her ..o 8.0 8.0

144.2 146.2 157.1 147.7 151.2 153.6 168.6 159.7

26.7 24.2 25.3 219 22.1 22.7 25.9 25.5
74.3 79.8 87.1 82.3 83.7 85.5 94.5 86.8
319 29.7 30,8 30.2 31.0 316 332 326
29 3.1 3.4 3.4 3.5 33 31 33
8.4 9.3 10.9 9.8 10.9 10.5 12.0 1S

1. Tigures include cash items in process of collection. Estimutes of gross
deposits are based on reports supplicd by a sample of commercial banks. Types of
dcpo\llurs in cach calegory are described in the June 1971 Burorrin, p. 466.
Figures may not add to totals because of rounding,

2. Beginning in March 1984, thesc data reflect a change in the panel of weekly
reporting banks, and are not mmp.nrablc 1o carlier data. Estimates in billions of
dollars for December 1983 based on the new weekly reporting panel are: financial
business, 24.4; nonfinancial business, 80.9; consumer, 30.1; foreign, 3.1; other,
9.5.

3. Beginning March 1985, financial business deposits and, by implication, total
gross demand deposits have been redefined to exclude demand deposits due to

thrift institutions. Historical data have not been revised. The estimated volume of
such deposits for December 1984 is $5.0 billion at all insured commercial banks
and $3.0 billion at weckly reporting banks.

4. Historical data back to March 1985 have been revised to account for
carrections of bank reporting errors. Historical data before March 1985 have not
been revised, and may contain reporting errors. Data for all commercial banks for
March 1985 were revised as follows (in billions of dollars). all holders, --.3;
financial business, —.8; nonfinancial business, —.4; consumer, .9; foreign, .1;
other, —.1. Data for weekly reporting banks for March 1985 were revised as
follows (in billions of dollars); all holders, —,1; financial business, —.7; nonfinan-
cial business, ~.5; consumer, 1.1; foreign, .1; other, —.2.
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132 COMMERCIAL PAPER AND BANKERS DOLLAR ACCEPTANCES OUTSTANDING
Millions of dollars, end of period
1985 1986
e 1981 {U82 {983 1984 1985
Tnstrument Dec. Dec. Dec. Dec. Dee, ‘ - - T —
Dec. Jan. Feb. Mar, Apr. May
I S WO SN PR SR DU SN U W — -
Comimercial paper (seasonally adjusted unless noted otherwise)
- e i E e e B —- S
LAl sswers ..o 165,829 166,430 187,658 | 237,586 ’71()(1 8‘)‘)-‘ 300,899 302,16@’7 297,862 | 301,110 297,108 309, N‘ﬂ
Financial companies?
Dealer-placed paper?
2 Total ..o 30,333 34,605 44,455 56,485 78,443 78,443 79,048 78,136 84,071 83 871 87,423
3 Bank-related (not seasonally
adjusted) 6,045 2,516 2,441 2,035 1,602 1,602 1,410 1,475 1,348 1,520 1,578
Directly pluced paper’
81,660 84,393 97,042 | 110,543 135,504 135,504 134,584 134,443 135,510 135,801 142,252
26,914 32,004 35,566 42,108 44,778 44,778 37,418 36,948 37,013 37,835 39,1409
53,836 47,437 46,161 70,558 86,952 86,952 84,528 85,283 81,529 77,436 80,168
S IS N SN 1 NS SN S S
Bankers dolar acceptances (nol seasonally adjusted)?
TTWAL . T 0226 19543 waw| 7 [ esus| swas| esana | o] eass2] 66235 | 66,759
Holder
B Accepting banks ... oo 10,857 10,910 9,355 PRI 11,174 11,174 11,145 12,331 13,061 12,287 12,216
9 Ownbills...... 9,743 9,471 8,125 8,621 9,448 9,448 9,407 10,105 10,722 10,261 10,254
10 Bills bonght ... .o 1,115 1,439 1,230 1,191 1,726 1,726 1,738 2,225 2,339 2,026 1,962
Vederal Reserve Banks
i1 Ownaccount ... 195 1,480 418 0 (] ] 0 0 0 [t} 0
12 Fareign carrespondents S 1,442 944 9 671 937 Y37 898 ¥74 877 746 664
13 0thers ..o §6,731 66,204 67,807 66,639 56,004 56,(K4 56,271 53,984 52,944 53,202 53,880
Basis
14 Imports into United States ........... 14,765 17,683 15,649 17,560 15,147 15,147 14,820 14,806 13,595 14,464 15,094
15 Exports from United State. 15,400 16,328 16,880 15,859 13,204 13,204 12,951 13,115 13,410 13,473 13,574
16 Allother ..o oo 39,060 45,531 45,781 43,702 39,765 39.765| 40,543 39,268 19,878 38,299 38,001
. Effective Dee. 1, 1982, there was a break in the commercial paper series. The 4. Includes all Bnancial company paper sold by dealers in the open market.
kcy changes in the content of the data involved additions to the reporting panel, 5. As reported by financial companies that place their paper divectly with
the exclusion of broker or dealer placed borrowings under any master note investors.,

agreements from the reported data, and the reclassification of « large portion of

bank--related paper from dealer--placed to divectly placed.

2. Correction of a previous misclassification of paper by a reporter has created

a break in the series beginning December 1983, The correetion adds some paper to
nmlhnunuul and to dealer-placed financial paper.
. Hstitutions engaged primarily in activitie
savings, and mortgage banking; sales,

wnmh reial,

stch

as,

but not limited to,
personal, and morlgage

6. Includes public utilities and firms engaged primarily in such activities as

communications, construction, manufacturing, mining, wholesale and retail trade,

transportation, dlld services.
7. Beginning October 1984, the number of respondents in the bankers accept-

wiee survey were reduced from 340 to 160 institutions —those with $50 million ot

financing; factoring, hndnu. leasing, and other husmu\\ lending; insurance
underwrtling; and other investment activitics.

more in tofal acee prances. The new reporting group accounts for over Y5 percent
of total acceptances activity.

1.33  PRIME RATE CHARGED BY BANKS on Short-Term Business Loans
Percent per annum
Effective date Rate Effective Date Rate Month Average Manth Average
rate _‘ rate
_ — ,j¥<_ -—
1984---Mar. 19 11.50 1985 ~Jan. IS 10.50 198d—Jan. .......ooos 100 198S— Apr................ 10.50
Apr. 5 12.00 May 20.. 10.00 Feb. 11.00 May. ... 10.31
May 8... 12.50 June 18 9.50 Mar. ... 11.21 June. . 9.78
June 25. .. 13.00 Apr. . 11,93 July .. 9.50
Sept.27... 1275 pWRe -Mar. 7. 9.00 May. . 12.39 Aug, . 9.50
Oct 7., [2.50 Apt. 20 8.50 June . 12.60 Sept. . 9.50
29... 12.00 July .. 13.00 Oct... v.50
Nov. 9... 11.75 Aug. . 13.00 Nov. . 9.50
28... . 1125 Sept. . 12.97 Dec. 9.50
Dec. 20000l HL7s Oct... 12.58
Nov. . 11.77 1986--Jan. ... oo 9.50
Dec. 11.06 l'el 9.50
9.10
1985--Jan 10.61 8.83
Feb. . 10,50 8.50
Mar 10.50 8.50
Nore. These data also appear in the Board's H.1S (519) release. For addiess,

see inside front cover.
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[.35 INTEREST RATES Money and Capital Markets
Averages, pereent per annuny;, weekly and monthly figures are averages of business day data unless otherwise noted.
1986 1986, week ending
Instrument 1983 1984 1985
Mar. Apr. May June | May 30 { June 6 ) June 13 | June 20 | June 27
MONEY MARKET RATES
| Federal funds!? 9.09 10.22 8.10 7.48 6.99 6.85 6.92 6.85 6.95 6.89 6.87 6.86
2 Discount window borrowing 8.50 8.80 7.69 7.10 6.83 6.50 6.50 6.50 6.50 6.50 6.50 6.50
Commercial papet4?
3 Jmonthe..o.oooii i 8.87 10.05 1.94 7.30 6.75 6.72 6.79 6.75 6.83 6.82 6.78 6.74
4  3-month. 8.88 10.10 7.95 7.20 6.60 6.62 6.71 6.69 6.78 6.77 6.69 6.64
§ 6-month 8.89 10.16 8.01 7.08 6.47 6.53 6.63 6.61 6.75 6.71 6.59 6.51
Finance paper, directly placed*s
6 l-month... 8.80 9.97 7.91 7.24 6.69 6.73 6.80 6.77 6.85 6.85 6.76 6.72
7  3-month... 8.70 9.73 7.717 7.1% 6.49 6.46 6.61 6.57 6.63 6.68 6.58 6.58
8 6-month 8.69 9.65 1.75 7.10 6.44 6.33 6.53 6.45 6.58 6.58 6.49 6.50
Bankers ucccpluncc 5.0
9 Imonth.. 8.90 10.14 792 7.09 6.48 6.54 6.60 6.61 6.74 6.64 6.54 6.52
10 6-month 8.9] 10.19 7.96 0.94 6.36 6.45 6.49 6.54 6.72 6.60 6.38 6.34
Certificates of deposit, 5cwnda|y market”
Il fmonth...o.oooooo oo 8.96 1017 797 7.33 6.74 6.68 6.79 6.72 6.82 6.82 6.78 6.76
12 3-month... 9.07 10.37 8.05 7.24 6.60 6.65 6.73 6.71 6.83 6.81 6.68 6.62
13 6month................... 9.27 10.68 8.25 7.23 6.57 6.64 6.72 6.71 6.86 6.82 6.67 6.59
14 Eurodollar deposits, 3-month8 ..., ... 9.56 10.73 8.28 7.42 6.80 6.86 6.95 6.91 7.01 7.01 6.94 6.91
U.S. Treasury bills’
Secondary market?
15 Jomonth.ooo oo 8.61 9.52 7.48 6.56 6.06 6.15 6.21 6.24 6.42 6.29 6.10 6.07
16 6-month ... .. 8.73 9.76 7.65 6.57 6.08 6.19 6.27 6.32 6.48 6.38 6.19 6.08
17 l-year.o.ooov i 8.80 9.92 7.8i 6.59 6.06 6.25 6.32 6.37 6.55 6.43 6.21 6.14
Auction average!®
18 3-month 8.52 9.57 7.47 6.59 6.06 6.12 6.21 6.15 6.33 6.31 6.11 6.09
19 6-month. .. 8.76 9.80 7.64 6.60 6.07 6.16 6.28 6.21 6.41 6.39 6.18 6.13
20 lyear. ..o 8.86 991 7.83 6.61 5.94 6.17 6.59 na. n.a 6.59 n.a. n.a.
CapITAL MARKEY RATES
U.S. Treasury notes and bonds™
Constant maturities??
21 f-year. .. 9.57 10.89 8.43 7.03 6.44 6.65 6.73 6.79 7.00 6.85 6.61 6.54
22 2-year. .. 10.21 11.65 9.27 7.21 6.70 7.07 7.18 7.26 7.49 7.32 707 6.93
23 J-year. .. 10.45 11.89 . 9.64 7.30 6.86 7.27 7.41 7.47 7.74 7.57 7.25 7.14
24 S-year. .. 10.80 12.24 10.13 7.46 7.08 7.52 7.64 7.70 8.02 7.83 7.45 733
25 T-year. .. 11.02 12.40 10.51 7.67 7.16 7.65 7.75 7.86 8.16 7.93 7.59 7.42
26 10-year. . 11.10 12.44 10.62 7.78 7.30 7.7 7.80 7.88 8.23 7.98 7.62 7.45
27 20-year. . 11.34 12.48 10.97 8.09 7.50 7.81 7.69 7.75 8.05 7.85 7.54 7.40
28 30-year 11.18 12.39 10.79 7.96 7.3 7.52 7.57 7.57 7.84 7.70 7.46 7.36
Composite"
29 Qver 10 years (long-term) ....... .. 10.84 11.99 1075 8.13 7.59 8.02 8.23 8.19 8.55 8.44 8.10 7.92
State and local nulu\ and bonds
Mounly s seriest
30 A, . 8.80 9.61 K.60 6.73 6.81 7.22 7.49 7.30 7.50 7.0 n.a. 7.25
3t Baa 10.17 10.38 9.58 7.58 7.45 7.84 8.14 7.90 8.10 8,25 n.a, 8.00
32 Bond Buyer scries!’ 9.51 10,10 9.11 7.08 7.20 7.54 7.87 7.70 197 8.08 7.82 7.59
Corporate bonds
Seasoned issues!®
13 All industri 12.78 13.49 12.05 9.79 9.51 9.69 9.73 9.75 9.87 9.82 9.68 9.59
34 Aaa..... 12.04 2.1 11.37 9.00 8.79 909 9.13 9.14 9.29 9.19 9.08 9.01
35 Aa. 12.42 13.31 11.82 9.49 9.21 9.43 9.49 9,50 9.60 9.59 9.46 9.35
36 A 13.10 11.74 12.28 10.15 9.43 9.94 9.96 9.99 10.13 10.05 49.89 9.81
37 Baa. . 13.55 14.19 12.712 10.50 10.19 10.29 10.34 10,37 10.47 10.43 10.29 10.20
38 A-rated, recently-oftered utility
bonds' ... 12.73 13.81 12.06 9.41 9.26 9.50 9.65 9.60 9.70 9.66 9.70 9.55
Memo: Dividend/price ratiol?
39 Preferred stocks, ... L 11.02 11.59 10,49 9.13 8.97 9.00 8.89 893 8.98 8.88 891 8.79
40 Common stocks.................... 4.4 4.64 4.25 3.50 3.43 3.42 3.36 3 3.36 3.40 3.35 ERLY)

1. Weekly and monthly figures are averages of all calendar days, where the
rate for a weekend or holiday is taken to be the rate prevailing on the preceding
business day. ‘The daily rate is the average of the rates on a given day weighted by
the volume of transactions at these rates.

2. Weekly figures are averages for statement week ending Wednesday.

3, Rate for the Federal Reserve Bank of New York.

4. Unweighted average of offering rates quoted by at least five dealers (in the
case of commercial paper), or finance companies {in the case of linance paper).
Before Navember 1979, maturities for data shown are 30--59 days, 90-119 days,
and 120-179 days for commercial paper; and 30-59 days, 90-119 days, and 150~
179 days for finance paper.

5. Yields are yuoted on i biapk-discount basis, rather than an investment yicld
basis (which would give « higher figure).

6. Dealer closing offered rates for top-rated banks. Most representative rate
{which may be, but need not be, the average of the rates quoted by the dealers).

7'. Unweighted average of oflered rates quoted by at least five dealers carly in
the day.

8. Calendar week average. For indication purposes only.

9. Unweighted average of closing bid rates quoted by at least five dealers.

10. Rates are recorded in the weck in which bills are issued. Beginning with the
Treasury bill auction held on Apr. 18, 1983, bidders were required to state the
percentage yield (on a bank discount basis) that they would aceept to two decimal

places. Thus, average issuing rates in bill auctions will be reported using two
rather than three decimal places.

1. Yields are based on closing bid prices quoted by at least five dealers.

12. Yields adjusted to constant maturities by the U.S. Treasury. That is, yields
are read from a yield curve at fixed maturities. Based on only recently issned,
actively traded securities.

13. Averages (to maturity or call) for al! outstanding bonds neither duc nor
callable in less than 10 years, including one very low yielding **flower” bond.

14. Geaeral obligations based on Thursday figures; Moody's Investors Service.

15. General obligations only, with 20 years to maturity, 1ssued by 20 state and
local governmental units of mixed quality. Based on figures for Thursday.

16. Daily figures from Moody’s [nvestors Service. Based on yields to maturity
on selected long-term bonds.

17. Compilation of the Federal Reserve. This series is an estimate of the yield
on recently-offered, A-rated utility bonds with a 30-year maturity and $ years of
call protection. chkly data are based on Friday quotations.

18. Standard and Poor’s corporate series. Preferred stock ratio based on a
sample of ten issues: four public utilities, four industrials, one financial, and one
transportation. Common stock ratios on the 500 stocks in the price index.

Notk. These data also appear in the Board's 1,15 (519) and G. 13 {415) releases.
For address, sce inside front cover.
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1985 1986
Indicator 1983 1984 1985
Oct. | Nov. | Dec. | Jan, | Feb. Mar, Apr. May June
Prices and trading (averages of daily figures)
T r
Commaon stock prices
{ New York Stock Exchange
(Dec. 31, 1965 =: 50) 92.631 92.46| 108.09( 107.57] 113.93] 119.33[ 120.16} 126.43| 133.97 137.25 | 137.37 | 140.82
2 Industriad L. 107.45] 10801} 123.79] 123.65) 130.53] 136,771 137.13| 144.03] 15275 157.35] 158.59{ 163.15
3 Transportation .. 89361 BS.63| 104,11 103,721 108,61 | 113,52 115.721 124.18] 128,661 125921 122.21 | 120.65
4 Udlity ......... 47.00| 46441 56.75| S5.84| 59.07| 6L.69| 62.46] 6S.18 68.06 69.35 68.65 70.69
S FINADCE ..o 9534 89281 114.21| 112.36] 122.83 | 128.86| 132.36| 142,131 153941 154.83( 151.28 | IS1.73
6 Standard & Poor’s Corporation (1941-43 ! . 16041} 160.50| 186.84{ 186,181 197.45| 207.26{ 208.19| 219.37| 232.33| 237.97| 238.46 | 245.30
7 American Stock xuhdngc»
(Aug. 3, 1973 - S0 oo 216481 207961 229.10] 225.601 236.53) 243.28) 245.27} 246.09] 26491} 270.59] 274.22| 281.18
Volume of trading (thousands of shares)
8 New York Stock Exchange 85,418 91,084 {109,191 [ 110,569 122,263 {133,446 [ 130,872 {152,590 160,755 146,330 | 127,624 { 126,151
9 American Stock Exchange 8,215 6,107 8,355| 7.6481 9,183 11,890 11,10S| 14,057 15902 13,503} 11,870 12,795
1 -
Customer financing (end-of-period balances, in millions of dollars)
10 Margin credit at broker—dealers® .. ... ... ... ..., 23,000 22,470 T28,39l) 26,350 | 26,400 28,390 26,810{ 27,450 29,090( 30,760% 32,370 [ 32,480
Free credit balances at brokers®
11 Margin-account™ ... . i [ 1,755} 2,715| 1,715 2,080f 2,715| 2,645| 2,545 2,715 3,065 2,405 2,585
12 Cash-account .. .. oo i 8,430 10,215] 12,840 9,630 10,340 12,840 11,695 12,355] 13,920 14,340 12,970 ] 13,570
|
Margin-account debt at brokers (percentage distribution, end of period)
—r- _— ———
13 Total oove e 100.0( 1000 100.0| 100.0[ 100.0) 100.0; 100.0{ 100.0 100.0 100.0 100.0 100.0
By equity class (in percent)®
14 Under 40 220 18.0 34.0 37.0 35.0 4.0 320 28.0 29.0 9.0 30.0 31.0
15 40-49 220 18.0 20.0 22.0 20.0 20.0 21.0 19.0 19.0 20.0 19.0 20.0
16 50-59... 16.0 16.0 19.0 17.0 19.0 19.0 19.0 21.0 22.0 20.0 22.0 20.0
17 60-69... 9.0 9.0 11.0 10.0 11.0 1.0 1.0 13.0 13.0 13.0 12.0 13.0
18 70-79 6.0 5.40 8.0 7.0 7.0 8.0 8.0 2.0 8.0 9.0 8.0 8.0
1980 0rmore ... i 6.0 6.0 8.0 7.0 8.0 8.0 9.0 10.0 9.0 9.0 9.0 8.0
Special miscellaneous-accouat balances at brokers (end of period)
20 Total balances (millions of dollars)” .. ............. 58,329 (75,840 F‘),SIU 92,250 95,240 99,310 99,290 [ 104,228 | 103,450 | 105,790 | 109,620 | 112,401
Distribution by equity stutus (percent)
21 Netcredit status ..o e 63.0 59.0 58.0 58.0 51.0 58.0 59.0 60.0 01.0 59.0 58.0 59.0
Debt status, equity of
22 60 percent or more ... . 28.0 29.0 3.0 3o 32.0 310 3.0 2.0 3.0 313.0 330 32.0
23 Less than 60 percent 9.0 11.0 11.0 1.0 1.0 1.0 8.0 8.0 8.0 8.0 9.0 9.0
Murgin requirements {percent of market vatue and effective date)®
Mar. 11, 1968 June 8, 1968 May 6, 1970 Dec. 6, 1971 Nov. 24, 1972 Jan. 3, 1974
24 Margin stocks 0 30 65 55 65 50
25 Convertible bor .. 50 60 50 50 S0 S0
20 Shortsales ... 70 80 65 55 65 50

1. Effective July 1976, includes a new financiul group, banks and insurance
companies. With this Lh.mbe the index includes 400 industrial stocks (formerly
425), 20 transportation (formerly 15 rail), 40 public utility (formerly 60), and 40

financial.
2. Beginning July 5, ¢ ;
eftectively cutting previous readings in half.

3. Beginning July 1983, under the revised Regulation T,
s credit extended against stocks, convertible bonds, stocks

broker-dealers include

1983, the American Stock Lixchaoge rebased its index

margin credit at

acquired through exercise of subscription rights, corporate bonds, and govern-
ment securities. Separate reporting of data for margin stocks, convertible bonds,
and subscription issues was discontinued in April 1984, and margin credit at
broker-dealers became the total that is distributed by equity class and shown on

lines 17-22.

4. Free credit balances are in accounts with no unfulfitled commitments to the
brokers and are subject to withdrawal by customers on demand.

5. New series hcginning June 1984.

6. Each customer's equity in his collateral (market value of collateral less net
debit balance) is expressed as a percentage of current collateral values.

7. Balances that may be used by customers as the margin deposit required for
additional purchases. Balances may arise as transfers based on loan values of
other collateral in the customer's margin account or deposits of cash (usually sales
proceeds) occur.

8. Regulations G, T, and U of the Federal Reserve Board of Governors,
prescribed in accordance with the Securities Exchange Act of 1934, limit the
amount of credit to purchase and carry margin stocks that may be extended on
securities as collateral by prescribing a maximum foan value, which is a specitied
percentage of the market value of the collateral at the time the credit is extended.
Margin requirements are the difference between the market value (100 percent)
and the maximum loan value. The term “'margin stocks™ is defined in the
corresponding regulation.
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1.37 SELECTED FINANCIAL INSTITUTIONS  Selected Assets and Liabilities

Millious of dollars, ead of periad

Account

TASsels, ...

2 Mortgages. .. ...
3 Mortgage-backed securiti
4 Cash and investiment securities! .
SOther... ...

6 Liabilities and net worth. ... ...

7 Savings capital. ...
8 Borrowed money
9 FHIBB..............
10 Other. .
1 Omher.....oc

12 Networth?..................

Memo
3 Mortgage [oan commitments
outstanding?. ... ...

14 Assels, ...

15 Mortgages........oooooiian
16 Mortgage-backed securities, . . .
170ther.. ...

18 Liabifities and net worth. . .. ..

19 Savings capital, ...
20 Borrowed money ..., ...,
21 FHIL.BB

MeMo .
S Mortgage loan commitments
outstanding® ...

N

26 Assets, ... ..o

Louny
27 Mortgage
2% Other.....
Securities
29 U.S. government...........
30 Mortgage-backed securities . . .
31 State and local government . . .
32 Corporate and other. ... . ...
33 Cash oo
34 Otherassets. ..o

t

35 Liabilities ...................

36 Deposits ...
37 Regular ...,

42 General reserve accounts ... ..

1985 1986
1943 1984
July Aug. Sept. Oct. Nov., Dec. Jun. Feb. Mar. Apr. | May
Savings and loan associations”

A - —1 1 T 2 ] I

773,417 [902,449 | 919,955 928,948] 929,896 | 935,987| 945,445 | 952,281 | 942,224 | 946,691 951,607 957,760 | 966,239
[ 494,789 555,277 §70.341| 574,220 575,685 S8O,8107 583,290 585,852 580,904 | S578,945| S77,171| 577,857 577,616
oo 94,836 96,731| 100,508 [ 99,003 96,849 96921 | 97380 Y9,014] 99,3101 102,736 | 107,392

104,274 1125,358 1 118,381 120,411 116,339 ] 116,083 124,893 | 127,832 | 123,967 127,869| 132,307 132,747 136,230
174,354 {221,814 231,236 234,319 237,875 239,046 237,263 238,597 ( 237,355 239,880 242,139 247,154 | 252,391

713,417 (902,449 | 919,955 Y28,948{ 929,896 | 935,987 945,445 952,281 942,224 | 946,691 | 951,617 | 957,760 966,239

634,455 (724,301 ) 740,585] 743,018] 742,292 743,454] 746,576 ] 752,259 747,455] 749,289%] 754,836} 752,922 | 753,598
92,127 (126,169 734,734| 124,289 128,822 (31,205( 135,454 139,018 131,989 132,028| 133,864 | 139,421 144,268
52,626 | 64,207 683,3861 70,5841 71,665 72,6391 2370 738885 71,488 7i,199] 70,4221 73,358 73,504
39,501 | 61,962 51,3481, 53,705 57,157 58,566 63,084 65,130 60,501 60,829 63,442 66,063 70,764
15,968 ) 17,2157 21,219] 22919} 19952 22,080] 23,640] 199401 21,787) 23,907} 20,814] 22,904 25,661
0,867 | 34,764 38,416] 38,7221 I8KTI| 39,247 39,775 4L,065] 40,992| 41468] 42,083 | 42,513 42,713
S4,113 | 61,800 62,765| 60,243 59,3I(j 58,662 58,793 55,834 52,347 54,317 56,110 57,993 60,023

_ -

FSLIC-insured federal savings banks’
64,969 | 98,559 118,463] 121,939 127,005 | 128,415 130,754 | 131,858 141,785 146,513| 152,777 | 155,685 164,155
38,098 | 57,4291  66,228] 68,601 71,010 72,093 72,852 72,356 78997( 81,645| 84,698 86,595 89,164
TA72 | 9,949 12,572f 13,232 14,323 14,549 15,386| 15,675| 16,284| 16,366] 17853 | 18,661 19,848
6,595 | 10,971 10,979 11,508 (1,591 11,812 11,895 11,724 13,324 13,766 13,931 14,597 15,043
64,969 | 98,559 118,463] 121,939 127,005! 128,415} 130,754 | 131,858 141,785 146,513 152,777 | 155,685 164,155
53,227 1 79,5721 95,056 97,176} 101,330 101,874| 102,937 | 103,464 | 111,808 114,743 119402 | 121,133 | 126,143
7,477 1 12,7981 15,341 16,296 17,228 | 17,672} 18,606 193241 20,133 | 21,2481 22,704 [ 23,189 25,679
4,640 7,515 9,371 9,547 9,821 9,935 10,353 10,511 11,150 11,283 12,064 12,476 12,830
28371 5,283 5,970 6,749 7,407 7,737 8,253 8,813 8,983 9,965 10,640 10,713 12,849
1,157 1,503 2,575 2,890 2,556 2,894 3,113 2,132 2,944 3,403 3315 3,763 4.346
3,108 | 4,286 5,401 5.577 5,891 5,975 6,098 6,338 6,860 7,018 7,355 7,599 7.988
2,151 3,234 5,151 5,515 5,832 5,653 5,636 5,358 6,707 7,718 8,333 8,287 8,766
N — R
Savings banks”

193,535 203,898 213,824] 215,298| 215,560 215,893] 216,793 | 216,776 | 216,673 [>218,ll‘) 221,256 | 222,542 FZZ()A‘)S
97,356 1102895 106,441 107,322) 108,842{ 109,171 109,494 | 110,371 (08,973 | 109,702 (10,271 11.813 112,417
19,129 | 24,954 30,339} 30,198 29,672 29,9670 31247 30,876 31,752 32,501 34 873 34,591 35,500
15,360 | 14,643 13,960 13,868 13,686 13,734 13,434 13,111 12,568 12,474 12,313 12,013 13,210
18,205 | 19.215| 19,779 20,101} 20,368 20,012 19,828 19,481} 20,372 24,525{ 21,593 21885 22,546

2,177 2,077 2,086 2,108 2,107 2,163 2,148 2,323 2,298 2,297 2,306 2372 2,343
25,375 } 23,747 23,738 23,735 23,534 23,039] 22,816 21,199 20,828 20,707 20,403 20,439 20,260
6,263 | 4,954 4,544 4,821 4916 4,893 4,771 6,225 5,645 5,646 5,845 5,570 6,225
9.670 | 11413 12,937] 13,151 12,3451 12914] 13,085 13,113] 13,237 13,267 13,652] 13,859 13,994

193,535 |203,898 | 213,824 215,298 215,560 215,893 216,793 | 216,776 | 216,673 | 218,119 | 221,256 | 222,542 226,495

172,665 1180,616] 186,824 187,207 187,722 187,2391 187,552) 185,972} 186,321} 1%6,777] I18R,960] 189,025 190,310

170,135 {177,418 182,881} 183,222 183,560 183,296 183,716| 181,921 182,399 | 182,890 184,704 [ 184,580 185,716
38,554 | 33,739 33,495 33,398 33,252 33,303 33,638 33,018 32,365 32,693 33,021 33,057 13,577
95,129 [104,732] 104,737] 104,448] 104,668 ] 104,024] 104,116 103,311 104,436 | 104,588 | 105,562 | 105,550 105, 146

2,530 1 3,198 3,943 3,985 4,162 3,943 3.836 Kiatl 3922 3,887 4,256 4,445 4,594
10,154 | 12,504 15,137 15,971 15,546 15,996 16,309 17,414 17,086 17,793 18,412 19,074 21,384
10,368 | 10,5107  11,453) 11,704| 10882 12,299 12,567 [ 12823 [ 12,925} 13,211 13.548] 14,114 14,519
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1945 1986
Account 1983 1984 +———
July Aug. Sept. Oct, Nov. Dec. Jun, Feb, Mar. Apr. May
Credit unions™
L N ——
43 Total ussets/liabilities and capital . [ 81,96t} 93,036 [ 107,991 1¥1,150| 113,016 ] 114,783} 117,029 ( 118,010 | 118,933 122,623 | 126,653 | 128,224
44 54,4821 63,205 72,932| 74,8691 75,507 76,415{ 77829 | 77.861[ 78,619 80,024 82,275 83,543
45 27,4791 29,831 35059 36,281} 37,449 38368| 39.200| 40.149| 40,314] 42,599| 44,378 44,686
46 T.oans outstanding ........... 50,0831 62,5611  67,662) 69,171 70,765 | 71,811 72,404 T735I13[ 3513 74,207 75,300 76,385 na.
47 Federal 32,930 42,337 44,9631 46,036 46,702 47,065 47,538 47,933 48,055 48,059 48,633 49,756
48 State .. 17,153 ] 20,2241 22,699] 23,135] 24,063 | 24,746 24.866] 25,580 25458] 26,148 26,667 26,629
49 Savings . . 74,7391 84,348 98,026] 99.834| 101,318 | 103,677| 105,384 | 105,963 | 107,238 | 110,541 | 114,579 116,703
50 Federal . 49,889 57,5391 67,070] 68,0871 68,592 70,0631 7L,117| 70926{ 72,166| 73,227 75.698 77,112
SI State ... 24,8501 26,809 30,956! 317470 32726 33,614 34267 35,037( 350720 1373140 3888l 39,591
Life insurance companies’
S2OASSELS. . 654,948(722,979 | 772,452 778,293| 783,828 1 791,483 802,024 | 816,203 | 824,850 | 834,492 843,994 4
Securities

§3 Government, ... 50,752 63,899 68,983 69,975 71,095 72,3341 73,451 77,230 77,966 8,733 79,574
54 United States® . L] 28,636 42,2041 46,514] 47,343 48,181 49,300 50,321( 53,559 | 53979} S5019| 55,700
55 State and local........... 9,986 8,713 8,980 9,201 9,293 9,475 9,615t 10,0861 10373 10,027 10,083
56 Foreign” ................ 12,130 12,9821 13.489] 13431] 13,6211 13,559 13,515| 13,585 13,6041 13,687| 13,791
57 Business .. .. 322,8541359,333| 393,386 397,202| 399,474 403,832{ 410,141 | 414,424 [ 420,835 [ 429,090| 434,747 n.a. n.a.
S8 Bond 257,9861295,998| 321,752| 3256471 329,133 1 331,675 335,129 337,205 | 343,003 | 347,122 349,314
59 Stacks 64,8681 63,335 71,6341 71,555] 70,341} 72,157 75,012 77,219 77,8321 81,968| 85,433
60 Mortgages. . 150,999 (156,699 162,690 163,027| 163,929 | 165,687 167,306 [ 170,460 171,275 | 171,705 173,418
61 Real estate 22,2341 25,767 28,240[ 28,450] 28,476 | 28,637{ 28,844} 28,662| 28,709| 29,069 29,470
62 Policy loans . . . 54,063 | 54,5051 54,300 54.238]  S54.225( S4,142] S4,121| 34200| 54,187 S4,164| 54,158
63 Other assets.......ooovevniinn 54,046 63,776] 64,853] 65.401] 66,629 57,313 68,061] 71,227| S56,886] S6,237| 57,388 !

1. Holdings of stock of the Federal Home Loan Banks are in “other assets.”
2. Includes net undistributed income accrued by most associations.
3. As of July 1985, data include louns in process.
4. Excludes chccking, ¢lub, and school accounts,
S. Data include all federally insured credit unions, both federal and state
churtered, serving natural persons.
6. Direct and guaranteed obligations. Excludes federal agency issues not
guaranteed, which are shown in the table under **Business™ securities.
7. Issues of foreign governments and their subdivisions and bonds of the
International Bank for Reconstruction and Development.
Note, Savings and loun associations: Estimates by the FHLBR for all
associations in the United States based on annual benchmarks for non-FSLIC-
insured associations and the experience of I'SLIC-insured associations,

FSLIC-insured federal savings banks: Vstimates by the FHILBB for tederal
savings banks insured by the FSLIC and based on monthly reports of federally
insured institutions.

Savings banks: Iistimates by the National Council ot Savings Institutions for all
savings banks in the United States and for FDIC-insured savings banks that have
converted to federal savm;,s banks.

Credit unions: Estimates by the National Credit Union Administration for
federally chartered and federally insured state-chartered credit unions serving
natural persons.

Life insurance compantes: Vistimates of the American Council of Life Insurance
for all tife insurance companies in the United States. Annual figures are annual-
statement asset values, with bonds carried on an amortized basis and stocks at
year-end market value, Adjustments for interest due and accrued and for
ditferences between market and hook values are not made on each item separately
but are included, in total, in “other asscts.”
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1.38 FEDLERAIL FISCAL AND FINANCING OPERATIONS
Millions of dollars
Fiscat Fiscal Fiscal
Type of account or operation year year year
1983 1984 1U8S
.S, budget!
I Receipts, total ..o oo 600,562 666,457 733,99
2 On-budget ... na. n.a. n.a.
30 OfFbudget ..o n.a. n.a. n.i.
4 Outlays, total .. 808,273 851,796 945,927
5 On--budget . na. n.a. n..
6 Offtbudget .............. n.a. n.a. L
7 Surplus, or defieit (), total . 207,718 185,319 211,931
8 On-budget n.i. H.i. nat.
9 Oft-budget n.a. .. n.a.
Sowrce of financing (total)
{0 ‘Borrowiag from the public ............ 212,424 170,817 197,269
11 Cash and monetary assets (decrease, or
increase (- )2, .. e o -9, 889 5,616 10,673
120 Other’ oo 5,176 8,885 3,989
MmO
13 “Treasury operating balance (level, end of
period) L 37,057 22,345 17,060
14 Tederal Reserve Banks .. 16,557 3,91 4,174
15 Tax and loan accounts ............. ... 20,300 18,553 12,886

Calendar year
1986
e e S —
Jun, Feb, Mar. Apr May Iune

L —

76,710 53,370 49,557 91,438 46,246 77,024
57,405 38,417 12,203 69,130 30,004 58,400
19,245 14,953 17,355 22,308 16,242 18,624
83,201 77,950 79,700 81,510 85,642 78,034
68,146 61,963 63,660 67,276 69,611 60,982
15,055 15,987 16,040 14,234 16,031 17,052
6,442 - 24,580 --30,142 9,928 -39,396 - 101t
10,682 23,546 31,457 1,854 --39,607 --2,583
4,190 - 1,034 1,315 8,074 211 1,572
12,660 16,010 8,441 14,213 17,960 18,500
9,503 12,969 14,093 -22,542 22,774 -13,065
3,334 --4,400 7,608 --1,599 -~ 1,338 --4,424
40,215 26,326 12,246 34,417 12,808 24,641
16,228 5,026 3,280 11,550 3,083 3,143
23,987 21,300 8,966 22,867 9,725 21,498

1. [naccordance with the Balanced Budget and Emnergency Deficit Control Act
of 1985, all former off-budget entries are now presented on-budget. The Federal
Financing Bank (FFB) activities are aow shown as separate accounts under the
agencies that use the FIFB to finance their programs. The act has also moved two
social seeurity trust funds (Federal old-age survivors insurance and Federal
disability insurance trust funds) of-budget,

2.. Includes U.S. Treasury operating cash accounts; SDRy; reserve position on
the U.S. quota in the IMF; toans to International Monetary Fund; and other cash
and monetary assets.

3. Includes accrued interest payable to the public; allocations of special
drawing rights; deposit funds; miscellaneous liability (including checks outstand-
ing) and asset accounts; seigniorage; increment ou gold; net gain/loss for U.S.
currency valuation adjustment; net gainfloss for IMF valuation adjustment; and
profit on the sale of gold.

Source. “Monthly ‘Treasury Statement of Receipts aud Outlays of the U.S.
Government,” and the “Daily Treasury Statement,™
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Millions of dollars
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Calendar year

Fiscal Fiscal
Source o type yeur yew IR 985 G R
1984 1985 1984 L I 1986 ’—l 86 -
H2 HI H2 H1 Apt. May June
RECEIPTS
All sources, 666,457 733,996 341,392 380,618 364,790 394,345 91,438 46,246 77,024
Individual income taxes, net............. 295,960 330,918 157,229 166,783 169,987 169,444 45,120 9,820 36,412
Withheld 279,350 298,941 145, ZI() 149,288 155,725 153,919 21,905 28,564 24 BoR
Presidential Electi 35 s 29 6 3l 10 7 4
Nonwithheld. 81,346 97,685 19, 4()1 76,158 22,295 78,981 42,555 3,796 13,411
Refunds., 64,770 65,743 7.387 58,684 8,038 63,488 19,350 22,546 1,871
Corporation income taxes
Gross TeCeipts oo ieiiee e, 74,179 77,413 35,190 42,193 36,528 41,946 11,192 2,813 11,698
Refunds.......ooooiiiii ol 17,286 16,082 6,847 8,370 7,151 9,557 2,476 1,365 1,031
Social insurance taxes and contributions, .
net 241,902 208,805 118,690 144,598 128,017 156,714 31,756 28,745 24,399
Employment taxes and
) contributions'. . ........... .. L 212,180 238,288 105,624 126,038 116,276 139,706 28,391 20,844 23,672
Self-employment taxes and
contributions?. . ...... ... ... 8,709 10,468 1,086 9,482 985 10,581 6,51 643 1,407
Unemploymenl insurance . 25,138 25,758 10,706 16,213 9,281 14,674 2,999 7,461 346
Other net receipts® ................... 4,580 4,759 2,360 2,350 2,458 2,333 366 440 381
EXCISC laxes ..o 37.361 35,865 18,961 17,259 18,470 15,944 2,512 2,669 2.800
stoms deposits . 11,370 12,019 6,329 5,807 6,354 6,369 1,087 1.040 1,161
sstate and gift taxe . 6,010 6,422 3,029 3,204 3323 3,487 681 686 S14
Miscellancous receiptst ... ... ... 16,965 18,576 8,812 9,144 9,861 10,002 1,568 1,838 1,071
QuitAys
ALLIYPES oo 851,781 946,323 446,944 463,842 487,188” 486,039 81,510 85,642 78,034
National defense ........ ... 227,413 252,748 118,286 124,186 134,675 135,367 22,842 23,765 22,462
lu[un.llmndl alfairs. . ... .. ... 15,876 16,176 8,550 6,675 8,367 5.384 732 1,654 785
General science, space, and technology . . . 8,317 8,627 4,473 4,230 4,727 4,191 761 737 615
7,086 5,685 1,423 680 3,308 2,984 358 57 732
12,593 13,357 7,370 5.492 7,553 6,245 {,130 1,007 1,216
Agmuhmc 13,613 25,565 8,524 11,705 15,412 14,482 3,489 3,008 1,405
Commerce and housing credit ........... 06,917 4,229 2,663 --260 644 860 604 43 893
T mrhpmldlmn ......................... 23,669 25,838 13,673 11,440 15,360 12,658 2,271 2,20 2,475
Community and regional development ... 7,673 7,680 4,836 3,408 3,901 3,169 638 599 651
Education, training, employment, social
SETVICES .o 27,579 29,342 13,737 14,149 14,481 14,712 2,440 2,287 2,215
Health . ... T 30,417 33,542 13,692 16,945 17,237 17,872 3,205 3,021 3,202
Social security and medicare .. - 235,764 254,446 119,613 128,351 129,037 135,214 22,234 22,253 24,678
Income security ... 112,668 128,200 61,558 65,246 59,457 60,786 1,3 10,960 6,843
Veterans benefits and services ..., ... 25,614 26,152 13,317 11,956 14,527 12,10 2,340 3,438 914
Administration ofjustm ...... 5,660 6,277 2,992 3016 3,212 31,352 546 533 549
Gieneral government . .. 5,083 5,228 2,552 2,857 1,634 3,566 48 576 1,185
Gieneral- pur[)osc ﬁ\’cul assistance. 6,768 6,353 3,458 2,659 1,391 2,179 885 - 142 40
Net interest 111,058 129,436 61,293 65,143 67,448 68,054 10,359 11,766 9,939
Undistributed offsetting lccmpts" 31,957 -32,7589 - 17,061 -14,436 ~17,953 17,193 4,387 --2,437 2,765

1. Old-age, disability, and hospital insurance, and railroad retirement accounts.
Z Old-uge, disability, and hospital insurance.

Federal cmployee retirement contributions and civil service retirement and
d]suhlluy fund. )

4, Deposits of carnings by Federal Reserve Banks and other miscellancons
receipts.

SOURCE.
(Giovernment,

5. Net interest function inchides interest reccived by trust funds.
6. Consists of rents and royalties on the outer continental shelf and U.S.
government contributions for employee retirement.

“Monthly Treasiry Statemient of Receipts and Outlays of the U.S.
" and the Budget of the U.S. Government, Fiscal Year 1987.
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1.40 FEDERAL DEBT SUBJECT TO STATUTORY LIMITATION
Billions of dollars
1984 1985 1986

Item
Mur. 31 June 30 Sept. 30 Dee. 31 Mar. 3t June 30 Sept. 30 Dec. 31 Mar, 31
1 Federal debt ontstanding ..................... ... 1,468.3 1,517.2 1,576.7 1,667.4 1,715.1 1,779.0 1,827.5 1,950.3 1,991.1
2 Public debt securities .. ... 1,403.7 1,512.7 1,512.3 1,663.0 1,710.7 1,774.6 1,823 1 1,945.9 £,986.8
3 Held by public 1,223.9 1,255.1 1,309.2 1,373.4 1,415.2 1,460.5 1,506.6 1,597.1 1,634.3
4 Held by agencies 239.8 257.6 263.1 289.6 295.5 114.2 316.5 348.9 352.6
S ABENCY SECOUMTCS vt 4.6 4.5 4.5 4.5 4.4 4.4 4.4 4.4 4.3
6 Held by public S 3.5 3.4 3.4 34 33 33 13 33 3.2
7 Heldbyagencies.................... .. ...... 1.1 1.1 t.1 1.1 1.1 f.1 1.1 1.1 1.1
8 Debt subject to statutary fienit ... ... .. 1,464.5 1,513.4 1,573.0 L6627 1,711.4 1,775.3 1,823.8 1,932.4 1,973.3
9 Public debt securities . ... o 1,463.1 1,512.1 1,571.7 1,662.4 1,710.1 1,774.0 1,822.5 1,931.1 1,972.0
10 Other debt!. ..o 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3 1.3
1 MeMo: Statutory debt imit. ..o 1,490.0 1,520.0 £,573.0 1.823.8 18238 1.823.8 1,823.8 2,078.7 2,078.7
1. Includes guaranteed debt of government agencies, specified paiticipation Note, Data from Treasury Bulletin and Daily Treasury Statement (U8,

certificates, notes to interuational lending organizations, and District of Columbia
stadium bonds.

Treasury Department).

1.41  GROSS PUBLIC DEBT OF U.S. TREASURY Types and Ownership
Billions of dollars, end of period
1985 1986
Type and holder 1981 1982 1983 1984
Q2 Q3 Q4 Qi
I Total gross publicdebt. ......... ... ... ... ... ... 1,028.7 1,197.1 1,410.7 1,663.0 1,774.6 1,823.1 1,945.9 1,986.8
By type
2 Interest-bearing debt .. ... 1,027.3 1,195.5 1,400.9 1,660.6 1,759.8 1,821.0 1,943.4 1,984.2
3 Marketable ......... 720.3 881.5 1,050.9 1,247.4 1,310.7 1,360.2 1,437.7 1,472.8
4 Bills..... 245.0 3118 3438 374.4 3819 384.2 399.9 393.2
S Notes . 375.3 4650 573.4 705.1 740.9 776.4 812.5 8425
6 Bonds........ MY 104.6 1337 167.9 187.9 {99.5 2101 223.0
7 Nonmarketable! ... ... 307.0 314.0 350.0 413.2 449.1 460.8 505.7 Sit4
8 State and local government series o 23.0 25.7 36.7 44.4 539 62.8 87.5 88.5
9 Foreignissues? . ....... ... .. 19.0 14.7 10.4 9.1 8.3 6.6 7.5 6.7
10 Gaovernment. .. 14.9 13.0 10.4 9.1 83 6.6 7.5 6.7
11 Public............ 4,1 1.7 £ 0 Ki] 0 0 0
12 Savings bonds and notes. 68.1 68.0 70.7 73.1 754 77.0 78.1 79.8
13 Government account series® ..................... 196.7 205.4 2319 286.2 310 KIERY 3322 336.0
14 Non-interest-bearing debt. ... ... 1.4 1.6 9.8 23 14.8 2.1 2.5 2.6
By holder*
{5 U.S. government agencies and trust funds ........... ... 203.3 209.4 236.3 289.6 3142 316.5 348.9 352.6
16 Federal Reserve Banks.. ... oo 131.0 139.3 151.9 160.9 169.1 169.7 181.3 184.8
17 PrVALE INVESIOIS. 0ttt 694.5 848.4 1,022.6 12125 1,292.0 1,338.2 1,417.2 1,458.9
18 Comimercial banks ... 111.4 131.4 188.8 183.4 196.3 196.9 192.2 195.1
19 Moncy market fund 21.5 42.6 22.8 25.9 24.8 22.7 25.1 29.8
20 Insurance companic 29.0 39.1 56.7 76.4 85.0 88.6 93.2 95.8
21 Other companies ......... e 17.9 24.5 39.7 50.1 54.9 59.00 59,07 59.6
22 State and local governments ... ... Lo o 104.3 127.8 155.1 179.4 198.9 .. n.i. n.a.
[ndividuals
23 Savings bonds. ... 6.1 68.3 715 74.5 76.7 78.2 79.8 81.4
24 Other securities ..., .. .. 42.7 48.2 61.9 69.3 72.0 73.2 75.0¢ 75.7
25 Foreign and international’ . . 136.0 149.5 166.3 192.9 200.7 209.8 214.6 220.2
26 Other miscellancous investors® ... 163.0 217.0 259.8 360.6 386.9 n.a. n.a. n.a.

1. Includes (not shown separately): Sccurities issued to the Rural Electrifica-
tion Administration; depository bonds, retirement plan bonds, and individual
retirement bonds.

2. Nonmarketable dollar-denominated and foreign currency-denominated se-
ries held by foreigners.

3. Held almost entirely by U.S. government agencies and trust funds.

4. Data for Federal Reserve Ranks and U.S. government agencics and trust
funds are actual holdings; data for other groups are Treasury estimates.

5. Consists of investments of foreign and international accounts, Excludes non-
interest-hearing notes issued to the nternutional Monetary Fund,

6. Includes savings and loan associations, nonprofit institutions, credit unions,
mutual savings banks, corporate pension trust funds, dealers and brokers, certain
U.S. government deposit accounts, and U.S. government-sponsored agencics.

Sourceks. Data by type of security, U.S. Treasury Department, Monthly
Statement of the Public Debt of the United States; data by holder. Treasury
Bulletin.
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1.42  U.S. GOVERNMENT SECURITIES DEALERS  Transactions!
Par value; averages of daily figures, in millions of doflars
1986 1986 week ending Wednesday
ftem 1983 1984 1985 f|——
Apr.. May’ June May 217f May 28 Iune 4 | June 11 [ June 18 |June 25
lnediate delivery?
I U.S. government securities............ 42,135 | S2,778 | 75,331 99,948 91,7211 90,104 1 97,164 | 75911 ] 100,877 | 87,634 | 93,304 | 86,050
By maturity
2 Bils ... oo 22,393 | 26,035 32,900 1 36,359 33,501 32,489 | 37,599 | 23274 38,734 1 36,732 | 32,951 25,601
3 708 1,305 1811 1,790 2,046 2,266 1,840 2,063 1,684 1,413 2,503 2,716
4 8,758 | 10,733 | IR361 22,621 1 23315 | 23,226 26,481 24,578 | 22,980 | 20,176 | 23,582 | 26,585
5 S 3 .. 5,279 7,606 12,703 | 21,040 17,025 20,982 15,254 15,502 1 24,785 19496 1 22,377 | 20,112
6 Overl0years...................... 4,997 6,099 9,556 17,538 15,833 11,141 15,590 10,497 12,694 9,817 11,892 11,037
By type of customer
7 U.S, government securities
dealers. .. ..., 2,257 2919 3,336 4,078 3,683 3,710 3,501 2,630 4,321 3,374 4,037 3,465
8 U.S. govermment sec
brokers .. .. 21,045 | 25,580 | 306,222 52,365 479671 47415 51,840 37,860 [ 52,099 | 49,444 | 48,534 | 44,740
9 Allothers®. ... ... 18,833 | 24,278 | 35,773 | 43,506 | 40,121 | 38979} 41,824 354211 44,457 34,816| 40,733 | 37846
10 Federal agency securitic 5,576 7,846 11,640 15,002 14,329 16,390 16,456 12,582 14,539 13,026 | 19,750 18,760
{1 Certificates of depos 4,333 4,947 4,016 4,881 4,073 4,740 4,706 3,890 4,523 3,955 | 4930 4,706
12 Bankers acceptances. .. 2,642 3,243 3,242 3,852 2,963 3,272 3,437 2,678 2,895 2,770 3,662 3,312
13 Commercial paper.. ..., 8036 | (0008 ] 12,717 [ 16,054 | 15,269 17,093} 16,293 | 15,250 | 15580 16,028 | 18,021 | 16,416
Iutures transactions?
14 “Freasury bills ..o 6,655 6,947 5,561 4,397 4,308 2,906 6,226 2,174 5,231 3,880 2,489 1,831
1S ‘Treasury coupons ... 2,501 4,503 6,069 8,372 7,768 7,182 9,853 6,392 10,176 7,881 6,473 5,933
16 Jederal agency securities. 265 262 240 6 s1 17 19 49 24 10 26 4
Forward transactions’
17 U.S. government sectiritics 1,493 1,364 1,283 1,258 1,520 1,705 1,788 1,377 1,640 493 2,197 2,350
18 Vederal agency securities. ... 1,646 2,343 3,857 8,151 6,183 6,730 7,774 5,037 5,664 7,261 9,015 4,925

1. Transactions are market purchases and sales of securities as reported to the
Federal Reserve Bank of New York by the U.S, government sccurities dealers on
its published list of primary dealers,

Averages for transactions are based on the number of trading days in the period.
The figures exclude allotments of, and exchanges for, new U.S. government
securities, redemptions of called or matured securitics, purchases or sales of
securities under repurchase agreement, reverse repurchase (resale), or similar
contracts,

2. Data for immediate transactions do not include forward transactions.

3. hucludes, among others, all other dealers and brokers in commaodities and

seeurities, nondealer departinents of connnercial banks, foreign banking agencies,
and the Federal Reserve System.

4. Futures contracts are standardized agreements arranged on an organized
exchange in which parties commit to purchase or sell secwrities for delivery at a
future date.

5. Forward transactions are agreements arranged in the over-the-counter
market in which securities are purchased (sold) for delivery after 5 business days
from the date of the transaction for government securitics (Freasury bills, notes,
and bonds) or after 30 days for mortgage-backed agency issues.
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(.43 U.S. GOVERNMENT SECURITIES DEALERS Positions and Financing!'

Averages of daily figures, in millions of dollars

1986 1986 week ending Wednesday
frem 1983 1984 1985
Apr. May June May 28 | June 4 | June 3! | June 18 | June 25
Positions
Net immediate?
1 U.S, government securities ., ........ 14,082 5,429 7,391 18,3187 9,615 11,981 10,7037 10,213 9,625 10,075 13,111
2 Bills ..o 10,800 5,500 10,075 17,010 9,487 10,495 9, 1087 8,093 10,294 10,772 11,254
3 Other within 1 year............... 21 63 1,050 5,834 6,280 6,167 6,577 6,458 6,192 6,031 6,317
4 I=Syears.....ooovvvi i a 1,912 2,159 5,154 9,352 6,242 6,949 5,178 5,586 5,389 5,343 8,272
5 S-l0years. ..o -78 L9 | 6,202 [ —10,195 | 9,344 | 90171 7825 | ~7,634 | —-9,347 | -9865 | —10,622
6 Over [0 years....... 528 - 1,174 2,686 —3,683| --3,049 2314 -2,335 --2,289 -2,902 2,206 -2,109
7 Federal agency securities, | .. 7,313 15,294 22,860 36,1647 38,130 35,014 36,201 34,499 35,684 37,059 34,014
8  Certificates of deposit,.............. 5,838 7,369 9,192 10,7387 10,973 11,530 10,979 11,310 11,266 1,123 11,481
9 Bankers acceptances................ 3,332 3,874 4,586 5,537 5,460 5,466 4915 5,231 5,001 5,085 5,716
10 Commercial paper.................. 3,159 3,788 5,570 8,148 7,379 7,989 6,453 7,331 7,828 8,669 7,255
Futures positions
M Treasury bills ..o 4,125 4,525 ~7.322 | -26,431 | —19,2057| ~14,061 | 18,243 | --14,708 | 12,241 | 15,130 | —14,432
12 Treasury coupons ... -1,033 1,794 4,465 2,763 2,649 2,331 2,114 2,542 2,833 2,449 2,027
13 Federal agency securities, .. ......... 171 233 -722 —-82 =70 -95 ~113 =114 - 107 -97 —82
Forward positions
14 U.S. government securities. . ........ --1,936 —1,643 =911 —1,888 - 1,985 -2,633 - 1,609 --3,016 -3,698 —2,452 -1,942
15 Federal agency securities, . .......... ~3,561 1 -9,205 | -9,420 ] —11,5437} —11,488"| —10,490 [ --10,809 | --9,640 | — 11,288 | ~11,455 | -9,692
Financing?
Reverse repurchase agreements?
16  Overnight and continuing. .. ......... 29,099 44,078 68,035 9,823 94,145 92,366 93,713 96,484 92,254 94,067 88,988
17 Termagreements................... 52,493 68,357 80,509 | 109,742 | 112,611 ] 108,761 | 111,452 | 109,192 | 116,604 | 106,960 | 106,733
Repurchase agrecments’
18  Overnight and continuing. .. ......... 57,946 75,717 | 101,410 | 141918 { 140,171 1 137,536 | 138,711 | 145,160 | 130,323 | 141,746 | 138,596
19 Termagreements................... 44,410 57,047 77,748 103,705 107,095 102,427 105,526 98,839 112,296 99,536 96,700

1. Data for dealer positions and sources of financing are obtained from reports
submitted to the Federal Reserve Bank of New York by the U.S. government
securities dealers on its published list of primary dealers.

Data for positions are averages of daily tigures, in terms of par value, based on
the number of trading days in the period. Positions are net amounts and are shown
on a commitment basis. Data for financing are in terms of actual amounts
borrowed or lent and are based on Wednesday figures.

2. Inumediate positions are net amounts (in terms of par values) of sccuritics
owned by nonbank dealer firms und dealer departments of commiercial banks on a
commitment, that is, trade-date basis, including any such securities that have
been sold under agreements to repurchase (RPs). The maturitics of some
repurchase agreements are sufliciently fong, however, to suggest that the seeuti-

ties involved are not available for trading purposes. Immediate positions include
reverses o maturity, which are securitics that were sold atter having been
obtained under reverse repurchase agreements that mature on the same day as the
securities. Data for immediate positions do not include forward positions,

3. Figures cover financing involving U.S. government and federal agency
securities, negotiable CDs, bankers acceptances, and commercial paper,

4. Includes all reverse repurchase agreements, including those that have heen
arranged to make delivery on short sales and those for which the securities
obtained have been uscd as collateral on borrowings, that is, matched agreements,

5. lucludes both repurchase agreements undertaken to finance positions and
“matched book™ repurchase agreements,
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1.44 FEDERAL AND FEDERALLY SPONSORED CREDIT AGENCIES  Debt Qutstanding

Millions of dollars, end of peviod

A33

1985 1986
Agency 1982 1983 1984 ———
Dec, Jan. Feb. Mar. Apr. May
| Federal and federally sponsored agencies ... ... ... .. 237,787 { 240,068 271,220 | 293,905 | 290,596 | 292,043 291,525 293,336 i,
2 Pederal agencies ..o 33,055 33,940 35,145 16,390 36,400 36,376 sy 35,530 36,110
3 Defense qurlmuxl‘ . 354 243 142 71 66 63 59 55 52
4 Export-Import Bank®3...... .. 14,218 14,853 15,882 15,678 15,677 15,677 15,257 15,257 15,256
5 Federal Housing Administration®. ... ... ... ... ... 288 194 133 L5 13 109 108 114 118
6 Government National Mortgage Association
;mmupduon certificates. oo 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,165 2,168
7 Postal Service® ... 1,471 1,404 1,337 1,940 1,940 1,940 1,940 1,940 1,940
8 Tennessee Valley Authority .. 14,365 14,970 15,435 16,347 16,365 16,348 16,324 15,925 16,505
9 United States Raitway Association® .., ... 194 1 51 74 74 74 74 74 74
10 Yederally sponsored agencies? 204,732 1 206,128 | 236,075 | 257,515 | 254,196 | 255,667 { 255,598 | 257.806 n.a.
11 Federal Home Toan Banks. 55,967 48,930 65,085 74,447 73,201 73,201 74,778 76,527 78,718
12 Federal Home 1.oan Mortgage C ulpomuun 4,524 6,793 10,270 11,926 13,044 13,695 12,961 13,492 .,
13 lederal National Mortgage Association . . 70,052 74,594 83,720 93,896 92,658 93,179 92,414 92,401 92,629
14 Farm Credit Banks. ... .. 73,004 72,816 71,193 68,851 66,600 66,188 65,930 65,188 64,629
15 Student Loan Marketing Association . .................. 2,293 3,402 5,745 8,395 8,693 9,404 9,513 10,198 10,400
MEMO 9
16 Federal Financing Bank debt™ ... ... .. ... 126,424 | 135,791 | 145,217 | 153,373 | 153,709 | 153,418 | 153,455 | 153,508 | 155,076
Lending to federal and federally sponsored
ll},’L’Hllé Y
17 Export-Import Bank?* . 14,177 14,789 15,852 15,670 15,670 15,670 15,250 15,250 15,250
18 Postal Serviced ......... 1,221 1,154 1,087 1,690 1,690 1,690 1,690 1,690 1,690
19 Student Loan Marketing Assoudlmn 5,000 5,000 $,000 5,000 5,000 5,000 S ,000 S0 5,000
20 Tennessee Valley Authority ... .., .. 12,640 13,245 13,710 14,622 14,690 14,673 14,649 14,250 14,830
21 United States Railway Association® ..., ... .. ... 194 111 51 74 T4 74 74 74 74
Other Lending'?
22 Farmers Home Administration. .. ... ..o oo, 53,261 55,266 58,971 64,234 64,354 63,774 63,464 63,829 64,544
23 Rural Electrification Administration . .. 17,157 19,766 20,693 20,654 20,678 20,739 20,959 21,061 21,154
24 OUhET . oo e 22,774 26,460 29,853 31,429 31,583 31,798 12,369 32,354 32,534

and 1963 under family housing and homeowners as

Consists of mortgages assumed by the Defer

s Department between 1957
stance programs.

mrcx Some data are cstimated.

7. Includes outstanding noncontingent liabilitics: Notes, bonds, and deben-

2. Includes participation centificates reclassified as debt beginning Oct. 1, 1976,
3. Off-budget Aug. 17, 1974, through Scpt. 30, 1976; on-budget thereafter,

¥ Sts ofdcbtnhnu issued in payment of Federal Housing Administrition
aims. Once issued, these securities may be sold privately on the
\LL\IHIILS market,

5. Certificates of participation issued before fiscal 1969 by the Government
National Mortgage Association acting as trustee for the Farmers Home Adminis-
tration; Department of Health, Education, and Welfare; Department of Housing
and Urban Development; Small Business Adminislrmiuu; and the Veterans
Administration.

6. Off-budget.

. Before late 1981, the Association obtained financing through the Federal
Fi nmnum, Bank.

9. The FFB, which began operations in 1974, is authorized to purchase or sell
obligations Mncd sold, or guaranteed by other federal agencics, Since FER
incurs debt solely for the purpuse of lending to other agencies, its debt is not
included in the main portion of the table in order to avoid double countivg.

10. Includes FI'B purchases of agency assets and guaranteed loans; the latter
contain loans guaranteed by numerous agencies with the guarantees of any
particular agency being gencrally small. The Farmers Home Administration item
cansists exclusively of agency assets, while the Rural Electrification Administra-
tion entry contains both agency assets and guaranteed loans.,
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1.45 NEW SECURITY ISSUES State and Local Governments
Millions of dollars

. . 1985 1986
Type of issue or issuer, 1983 1984 1985
or use
Oct. Nov. Dec. Jun. Feb. Mar. Apr. May
{ All issues, new and refunding!. .............. ..., 86,421 {106,641 214,189 | 20,780 32,144 | 57,430 1,572 3,255 7,636 11,914 13,262
Type of issue
2 General obligation. ... 21,566 | 26,485 | 52,622 5,852 6,695 8,754 751 1,021 2,895 4,815 8,468
3 U.S government loans . 96 16 14 0 0 0 0 n.a. n.a. na.
4 Revenue . ooooovviiine.. .. | 64,855 | 80,156 [161,567 | 14,928 | 25449 | 48,676 821 2,234 4,741 7.099 4,794
S UK. povernment foans®. oo 253 17 27 6 7 0 0 0 n.a, n.a. n.a.
Type of issuer
6 SHUE et e 7,140 9,129 13,004 1,337 1,648 2,146 296 255 n.a . ma.
7 Special district and statutory authority 51,297 | 63,550 [134,363 12,374 20,563 | 39,147 5749 1,715 n.i n.a. na.
8 Municipalitics, counties, townships, school dl\!mls 27,984 | 33,962 | 66,822 6,371 21,563 16,137 697 1,285 n.a n.a. ..
Y TIssues for new capital, total . ..................... 72,441 94,050 [156,050 13,984 21,362 | 46,788 1,350 1,887 2,763 6,405 6,856
Use of procecds
W BEducation ..o 8,099 7,553 | 16,658 1,518 1,954 31,901 370 422 ? ? f
' Transportation . 4,387 7,582 12,070 1,264 3,734 3,480 246 347
12 Utilities and conservation | 13,588 | 17,844 | 26,852 2,924 3,266 7,070 315 212 . n.a. n.a.
13 Social weltare ..., 126910 129,928 | 63,181 4,308 8,672 | 22,589 6 110
14 [ndustrial aid . .. . 7,821 15,415 12,892 1,507 2,029 3,583 0 190 l l l
15 Other purposes .. ..o oo 11,637 15,758 | 24,398 2,466 1,707 6,165 413 606
l Par amounts of long-term issues based on date of sale. Sourck. Public Securities Associalion.
Consists of tax-exempt issues guaranteed by the Farmers Home Administra-
lu)n
1.46 NEW SECURITY ISSUES Corporations
Millions of dollars
T i . 1985 1986
ype of issue or issuer,
o use 1983 1984 1985
Oct, Nov. Dec, Jan. Feb. Mar, Apr May »
I Alldssues! ... i i 120,299 132,531 201,501 11,595 13,568 19,429 16,981 23,901 30,34t 33,297 18,631
2 HBonds?...oiiiiiiiie 68,718 | 109,903 | 165,986 9,271 10,913 14,440 13,581 19,439 24,820 27,691 13,200
Lype of offering
3 47,594 73,579 | 119,789 9,271 10,913 14,440 13,581 19,439 24,8207 27,691 13,200
4 21,126 36,326 46,195 n.a, n.a. n.a, na. n.a. n.a. n.a, n.a.
Industry group
5 Manufacturing . ... 17,001 24,607 52,278 1,933 4,072 2,704 4,596 3,950 8,895 7,975 3919
6 Commercial and miscellaneous. A 7,540 13,726 15,215 898 913 735 624 l 216 790 2,640 1,776
7 Transportation.............. . 3,833 4,694 5,743 348 125 187 633 373 303 614 427
8 Public atility. .. 9,125 10,679 12,957 863 1,114 1,090 820 2,540 2,133 3,330 1,709
9 Communication ......... 3,642 2,997 10,456 690 100 2,318 0 1,200 1,907 3,118 712
10 Real estate and fimancial ............. 27,577 53,199 69,337 4,519 4,569 7.407 6,908 10,160 10,793 10,017 4,637
11 Stoeks®, ..o 51,579 22,628 35,515 2,34 2,655 4,989 3,400 4,462 5,521 5,606 5,43t
Type
12 Preferred. ... 7,213 4,118 6.505 406 782 YR 570 975 1,160 751 781
13 Common 44,366 18,510 29,010 1,918 1,873 4,081 2,830 3,487 4,361 4455 4,650
Industry group
14 Manufacluring ... c.ooveeniiienn 14,135 4,054 5,700 279 746 1,045 827 1,269 851 1,434 807
1S Commercial and miscellancous. o 13,112 6,277 9,149 403 596 1,220 683 434 607 910 938
16 Transportation ........ . S 2,729 589 1,544 113 21 200 78 302 55 158 37
17 Public utility . .. o 5,001 1,624 1,966 408 12 201 176 153 357 165 346
18 Communication .. e 1,822 419 978 41 5 146 231 282 0 27 71
19 Real estate and financial ,............ 14,780 9,665 16,178 1,080 1,275 2,177 1,405 2,022 1,351 2,912 2,897

Figures, which represent gross proceeds of issues maturing in more than one
yun sold for cash in the United States, are principal amount or number of units

offerings, undefined or exempted issues as defined in the Securities Act of 1933,

rate transactions, and sales to foreigners.

. Monthly data include only public offerings.
3 Beginning in August 1981, gross stock ofterings include new cquity volume
mnluphul by oftering price. Excludes ofterings of less than $100,000, secondary from swaps of debt for equity.

Sources. DD Information Services, Inc.,

] Securities and Exchange Commis-
employee stuck plans, investment companies other than closed-end, intracorpo- sion and the Board of Governors of the Federal Reserve System.
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1.47 OPEN ~END INVESTMENT COMPANIES  Net Sales and Asset Position
Millions of dollars
1985 1986
ftem 1984 1985
Oct. Nov. Dec. Jan. Feb, Mar. Apr. May
INVESTMENT COMPANIES!

1 Sales of own shares? 107,480 | 222,6707 22,099 20,585 23,560 32,466 27,489 33,704 37,656 31,459
2 Redemptions ot own she .. 77.032 132,440 10,653 1,138 18,337 15,836 11,860 15,0RS 21,699 16,439
3 Netsales ..o oo 30,448 90,2307 11,446 9,447 5,223 16,630 15,629 18,679 15,957 15,020
4OASselst 137,126 { 251,695 | 218,720 | 237,410 | 251,536 | 265,487 [ 292,002 | 315,245 | 329,684 | 343,773
5 Cash position® .. 12,181 20,607 21,987 21,894 20,590 22,425 23,716 27,639 29,599 29,428
6 Other. ..o 124,945 | 231,088 | 196,733 | 215,516 | 230,946 | 243,062 | 268,286 | 287,606 | 300,085 | 314,348

1. Excluding money market funds. 5. Also includes all U.S. government securitics and other short ~lerm debt

2. Includes reinvestment of investment income dividends. Excludes reinvest- securities.

ment of capital gains distributions and share issue of conversions from one fund to
another in the same group.

3. Excludes share redemption resulting from couversions from one fund to

another in the same group.

4, Market value at end of period, less current liabilitics.

Nore. [nvestment Company Institute data based on reports of members, which
comprise substantially all’opeu—cnd investment companies vegistered with the

Securities and Exchange Commission, Data reflect newly formed companies after
their initial oftering of securities.

1.48 CORPORATE PROFITS AND THEIR DISTRIBUTION
Rillions of dollars; quarterly data are at scasonally adjusted annual rates.
1984 19857 1986
Account 1983r 19847 19857 B -
Q02 Q3 Q4 Q! (673 03 Q4 QI
1 Corporate profits with inventory valuation and
capital consumption adjustment . ............. 213.7 264.7 280.6 2717 259.8 265.0 266.4 274.3 296.3 285.6 296.4
2 Profits before tax................. o 207.6 235.7 223.1 246.5 225.1 221.9 213.8 213.8 229.2 235.8 2243
3 Profits tax Hability. 71.2 95.4 91.8 101.6 89.3 87.8 7.8 87.1 95.8 96.4 89,1
4 Profits after tax ... N 130.4 140.3 131.4 144.8 1358 134.1 126.0 126.7 133.4 139.4 135.2
5 Dividends . ......... 71.5 78.3 81.6 78.1 79.0 80.1 80.9 81.4 81.6 82.5 85.2
6 Undistributed profits. . . 58.8 62.0 49.8 66.7 56.8 54.0 45.1 45.3 S1.8 57.0 50.0
7 Inventory valuation .......... ... .o, 10.9 -5.5 —.6 4.9 1.8 -1.6 -5 1.6 6.1 - 9.4 16.5
8 Capital consumption adjustment ................. 17.0 34.5 S8.1 30.2 36.5 44.7 532 58.9 61.0 59.2 55.6

Source. Survey of Current Business (Department of Commerce).
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1.49 NONFINANCIAL CORPORATIONS Assets and Liabilitics

Billions of dollars, except for ratio

1984 198S
Account 1979 1980 | 1981 1982 1983 — — - —
04 01 02 Q3 04
T Corrent assets, ... 1,214.8 1,328.3 1,419.6 1,437.1 1,575.9 1,703.0 1,718.4 1,729.8 1,756.7 1,778.5
TCash oo 1I8.0 127.0 135.6 147.8 171.8 173.6 166.7 168.0 174.6 188.0
3 U.S. government securities. . 16.7 18.7 17.7 23.0 31.0 36.2 35.0 34.8 31y 32.3
4 Notes and accounts receivable, 459.0 507.5 §32.5 5174 S83.0 6331 649.5 652.4 658.6 671.2
S tnventories e e 505.1 543.0 SR4.0 §579.0 603.4 656.9 666.1 660.6 674.7 663.9
6 Other ..o e 6.0 1321 149.7 169.8 186.7 203.2 2010 208.0 217.0 223.2
7 Current linbilities................. .. ..., 807.3 890.6 971.3 986.0 1,059.6 1,163.6 L1732 1,179.4 1,209.1 1,232.7
8 Notes and accounts payable ..o 0o 0 460.8 514.4 547.1 550.7 595.7 647.8 636.4 649 8 668.1 6831
9 Other 346.5 376.2 24.1 435.3 461.9 5158 536.8 529.7 541.0 349.7
10 Net working capital ... .. oo oo 407.5 437.8 448.3 451.1 516.3 539.5 545.2 550.3 547.6 545.7
t Memo: Currentratiof. oo 1.505% 1492 1.462 1.458 1.4K7 1464 1.465 1.467 1.453 1.443
1. Ratio of totat current assets to total current liabilities. Statistics, Board of Governors of the Federal Reserve System, Washington, D.C.
Nove. For a description of this series, see ™ Working Capital of Nonfinanciak 20551, .
Corporations™ in the July 1978 Burrerin, pp. S33-37. Source. Federal Trade Commission and Bureau of the Census.
All data in this table reflect the most current benchmarks. Complete duta are
available upon request from the Flow of Funds Section, Division of Rescarch and
1.56  TOTAL NONFARM BUSINESS EXPENDITURES on New Plant and Equipment A
Billions of dollars: quarterly data arve at scasonally adjusted annual rates.
1984 1985 ' 1986
Industry 1984 1985 19861 | B R B R — -
04 o 02 03 04 01 Q2! 03
N —_— SR S O D - 1 ———— -
I Total nonfavm business . ..., ......... 354.44 I86.41 387,25 Jo8.29 kAR I87.83 38890 397.74 376.08 387.42 J88.87
Muanufucturing
2 Durable poods industries ... ... ... 66.24 7314 72.09 71.43 69.87 73.96 7288 75.87 67,74 72.20 71.42
3 Nondurable goods industries, ..., 72.58 0.1 77.09 75.53 75.78 8036 81.19 82,70 75.32 75.80 77.04
Nonmanufacturing
4 MIBINE. ..o 16.86 15.88 12.35 17.00 15.66 16.51 15.94 15.40 12.85 12.61 12.49
‘Transportation
S Railvoad... ... 6.79 7.06 6.44 6.44 6.02 7.48 8.3 6.61 5.82 6.95 7.3
6 Alr .. 1.56 4.78 5.74 3.68 4.20 3.66 5.20 6.06 6.54 5.1 S.78
T Other... ... 6.17 6.13 5.98 6.18 6.01 6.37 .77 6.39 5.40 5.94 6.12
Pubfic utiliti
8 Blectric ... 17.03 36.12 33.65 3540 36.05 36.04 35.34 36.45 34.33 34.49 32.59
9 Gas and other. . . 10.44 12.62 12,78 11.52 181 12.43 12.80 13.44 12.82 13.10 12.39
10 Commercial and other? 134.75 150.67 t6l.160 141.13 145.16 151.02 151.69 154.81 155.27 161.22 163,73
ATyade and services are no Tonger being reported separately. They are included 2. “Other™ consists ol construction; wholesale and retail wade; finance and

in Commercial and other, line 10, insurance; personal and business services; and communication.
{. Anticipated by business. Sourct. Survey of Current Businesy (Department of Conunerce).
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1.51 DOMESTIC FINANCE COMPANIES  Asscts and Liabilities
Billions of dollars, end of period
1984 1985 1986
Account 1984 1982 1983
Q3 Q4 Q1 o)) 03 04 0l
ASSETS
Accounts receivable, gross
FCONSUNICT . oL e 72.4 78.1 87.4 95.6 96.7 99.1 106.0 116.4 120.8 125.5
2 Business ... 100.3 101.4 113.4 124.5 135.2 142.t 144.6 141.4 152.8 159.7
3 Realestate . ........ 17.9 20.2 22.5 25.2 26.3 272 28.4 29.0 30.4 315
4 Total .o 190.5 199.7 223.4 2453 2583 268.5 279.0 286.5 304.0 316.7
Less:
5 Reserves for uncarned income ... .o 0 319 33.0 36.0 36.5 36.6 38.6 4.0 40.9 41.3
6 Reserves forlosses. ..o 3.2 3.5 4.0 4.3 4. 49 4.8 49 5.0 5.1
7 Accounts teceivable, aet.. ..o oo oo 157.3 164.3 186.4 205.0 217.3 227.0 235.6 240.6 258.1 270.3
RANother. ... o 27.1 30.7 34.0 36.4 354 5.9 39.5 46.3 46.8 50.6
O Total assets. ......... ..., e 144.4 195.0 220.4 241.3 252.7 262.9 2752 286.9 304.9 3210
LaABILITIES
10 Bank loans ........... 16.1 18. 18.7 19.7 21.3 19.8 1R.5 18.2 21.0 20,4
11 Commercial paper..... 57.2 S1.1 59.7 66.8 72.5 79.1 82.6 93.6 96.9 102.0
Bebt
{2 Othershortterm ... i 1.3 2.7 13.9 16.1 16.2 16.8 16.6 16.6 17.2 18.5
13 Longterm........ 56.0 64.4 68.1 73.8 712 8.3 85.7 86.4 93.0 100.0
14 All other liabilities . 18.5 212 30.1 32.6 33.1 35.4 36.9 36.6 39.6 41.4
15 Capital, surplus, and undivided profits............ 25.3 27.4 29.8 323 323 33.5 34.8 357 37.1 388
16 Total liabilities and capital . ....... .. ... ...... 184.4 195.0 2204 2413 252.7 262.9 2752 2869 304.9 321.0
Nork. Components may not add to totuls due to rounding.
These data also appear in the Board's (5.20 (422) release. For address, see
inside front cover.
1.52 DOMESTIC FINANCE COMPANIES  Business Credit
Millions of dollars, scasonally adjusted except as noted
Changes in accounts Lixtensions Repayments
receivable
Accounts —
receivable
Type outstanding 1986 1986 1986
May 31,
1986!
Mar. Apr. May Mar. Apr. May Mar. Apr. May
Ylotal ..o e 159,649 2,668 464 | —185 | 27,526 | 26,378 | 25,780 24,858 | 25915} 25,966
Retail financing of installment sales
2 Automotive (commercial vehicles) ... ..o o 15,751 126 197 421 1,044 1,115 1,358 918 918 936
3 Business, industrial, and farm equipment ... ..o 20,189 27 -135 68 805 R5R8 1,015 778 993 947
Wholesate financing
4 AMIOMONVE ..ot e 26,288 2,097 1691 —679 | 10,900 9,897 9,455 8,803 97281 10,134
S Equipment ... 4,745 63 70 3 526 545 467 463 475 464
6 Allother... . ... .. 7,546 168 <73 303 1,631 1,657 1,575 1,463 1,730 1,878
easing
7 Automotive . ... .. 16,200 46 284 3 814 770 R4l 768 486 837
8  Equipment . ... 39,932 —194 59 —38 1,309 1,275 1,256 1,503 1.216 1,294
9 Loans on commercial accounts receve
mercial accounts receivable ... 16,886 322 —385 498 9,209 8,784 §,572| 8,887 9,168 8,074
10 All other business credit . ... ... i s 12,112 13 2771 —159 1,288 1,477 1,244 1,275 1,200 1,402

I. Not scasonally adjusted.

Note. These data also appear in the Board’s G.20 (422) release. For address,
see inside front cover.
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1.53 MORTGAGE MARKETS
Millions of dellars; exceptions noted.
1985 1986
tem 1983 1984 1985
_J Dec. Jan, 1°ch. May June
Terms and yields in primary and sccondary markets
PRIMARY MARKETS
Conventional mortgages on new homes
Terms!
1 Purchase price (thousands of dollarsy ............. 9.8 96.8 104.1 1115 108.4 115.1 108.2 114.2 114,77 123.2
2 Amount of loan (thousands of doltars) . 0.5 73.7 71.4 80.3 7.6 84.3 79.6 83.9 B3.0n 88.6
3 Loan/price ratio (percent) ........... 77.1 8.7 771 75.0 74.4 75.6 75.4 75.9 74,7 74.8
4 Malurity (Years) .o 26,7 27.8 26.9 26.7 25.4 268 269 25.9 25.87 26.7
S Fees and charges (percent of loan amount)? . 2.40 2.64 2.53 2.59 2.58 2.64 2.60 2.34 2.19 2.43
6 Contract rate {percent per annum)................ 12.20 11.87 1112 10.47 10.40 10.21 10.04 9.87 9.847 9.72
Yield (percent 4wr annim)
7 FHEBB series’ ..o oo 12.66 12.37 11.58 10.94 10.89 10.68 10,50 10.27 10.227 10.14
S HUD series®. o 13,43 13.80 12.28 11.03 10.82 10.49 10.06 9.99 10.32 10.38
SECONDARY MARKETS
Yield (percent per annum)
9 FHA mortgages (HUD series) oL 13.11 13.81 12.24 10.70 10.78 10.59 9.77 .80 10.07 9.98
10 GNMA sceuritiesS. .o oo 12.25 13.13 11.61 10.39 10,25 9.79 9.44 9.17 9.23 9.57
Activity in secondary markets
FEDERAL NATIONAL MORTGAGE ASSOCIATION
Mortgage holdings (end of period)
LETotal o 74,847 $3,339 94,574 98,282 98,671 98,820 98,795 98,746 98,096 97,295
12 FHA/VA-insured. . 37,393 35,148 34,244 33,684 33,543 33,466 33,368 33,246 32,558 31,241
13 Conventional ... 17,454 48,191 60,331 64,598 65,088 65,354 65,427 65,500 65,538 66,0054
Mortgage transactions (during period)
14 PUrchases .o 17,554 16,721 21,510 1,663 1,188 1,159 1,410 1.631 1.978 3,000
15 Sales oo 1,528 978 1,301 31y 0 .. {8 i, n.a. it
Mortgage commitments’
16 Contracted (during period) .. .................... 18,607 | 21,007 20,155 1,858 1,315 2,578 1,917 3,774 3,538 3,049
17 Outstanding (cnd of periad) ... ... L. 5,461 6,184 3,402 3,402 3,21 4,480 4 851 6,942 8,444 7,862
Fiperat HoME LoAN MORTGAGE CORPORATION
Mortgage holdings (end of period)t
IR Total L., 5,996 9,283 12,399 14,022 14,412 14,584 13,623 13,144 14,302 n.a,
19 LHA/VA.... 974 910 841 825 it 792 87 778 769 na.
20 Conventional 5,022 8,373 11,558 13,197 13,612 14,584 12,836 12,366 13,533 n.a.
Mortgage transactions (during period)
21 Purchases ...... o 23,089 21,886 44,012 6,096 3,709 4,605 5,318 6,195 8,947 na.
22 SAICS o 19,686 18,506 38,905 5,202 3,107 4,286 5,897 5,591 7,354 .
Mortgage commitments®
23 Contracted (during period) ... L 12,852 32,603 48,989 5,651 5,308 6,044 7,128 9,869 10,612 n.a.
24 Outstanding (end of period) ..................... 16,964 13,318 16,613 16,613 it n.a. n.a. n.a. n.a. na.

1. Weighted averages based on sample surveys of mortgages originated by
major institntional lender groups; compiled by the Federal Home Ioan Bank
Board in cooperation with the Federal Deposit Insurance Corporation.

2. Includes all fees, commissions, discounts, and “points’ paid (by the
borrower or the setler) to obtain a loan.

3. Average etfective interest rates on loans closed, assuming prepayment at the
end of 0 years.

4. Average contract rates on new commitments for conventional first mort-
gages; from Department of Housing and Urban Development.

5. Average gross yields on 30-year, minimum-downpayment, Federal Housing
Administration-insured first mortgages for immediate delivery in the prlv.llc
secondary market, Bused on transactions on first day of subsequent month. Large
monthly movements in average yields may reflect market adjustments to changes
in inaximum permissable contract rates,

6. Average net yields to investors on Government National Mortgage Associa-
tion guaranteed, mortgage-backed, fully modificd pass-through securities, assum-
ing prepayment in 12 years on poo]\ of 30-year FHA/VA mortgages carrying the
prevailing ceiling rate. Monthly figures are averages of Friday figures trom the
Wall Street Journal.

7. Includes some multifamily and nonprofit hospital loan commitmicnts in
addition to 1- to 4-family loan commitments accepted in FNMA's free market
auction system, and through the FNMA-GNMA tandem plans.

8. Includes participation as well as whole loans.

9. Includes conventional and government-underwritten loans. FHLMC's mort-
page commilments and mortgage transactions include activity under mortgage/
securities swap programs, while the corresponding data for FNMA exclude swap
activity.,
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1.54 MORTGAGE DEBT OUTSTANDING

Millions of dollars, end of period

1985 1986
Type of holder, and type of property 1983 1984 1985
Ql Q2 Q3 04 QI
| Allholders .............. co b LBILEA0 | 2,024,483 | 2,256,778 | 2,071,279 | 2,128,471 2,190,661 [ 2,256,778 | 2,303,698

LISOSIL | 1.319,667 | 1,471,012 | 1347,501 | 1,384,248 | 1,427,675 | 1,471,012 | 1,497,458
1 Multifamily. . .. ISB718 | 179,074 | 204300 ) 184,886 | 190,000 | 195488 ] 204311 | 208784
4 Commercial . 350389 | 4140040 | 474755 | 427242 | 443400 | ASBT3S|  47475S | 491823
S B L oot 12,622 | HL702 | 106,700 | 11640 | 110KI9 | 108,763 | 106,700 | 105633

2 1- to 4-family

1,130,781 | 1,269,500 | 1,390,328 | 1,294,540 | 1,323,474 | 1,356,114 | 1,390,328 | 1,407,881
330,520 | 376,792 | 426,103 | 385,867 | 39BS61 | 413,059 | 426,103 | 436,707

- to 4-family . .. 182,514 | 197,225 | 204817 | 199,617 | 204439 | 210203 | 214817 | 218,354
9 Multifamily. .. 18,410 20,347 23,442 20,808 21,748 22,426 23,442 24,018
0 Commercitl .............. Cobn20210 | 148936 ) 176359 | 155060 | 160,678 | 169302 | 176,359 | 182,500
I O e e e 9,387 10,244 11,485 10,381 10,696 1128 11,485 11835

6 Selected financial institutions .
7 Commercial banks!. ... ..
8

12 Savingsbanks ... o 131,940 154,441 177,278 161,032 165,705 174,427 177,278 188,177
1 {- to 4-family 93,649 107,302 121,889 111,592 114,375 119,952 121,889 131,043
14 Multitamily. . .. 17,247 19.817 23,331 20,668 21,357 22,604 23,331 24,144

15 Commercial . . . 21,016 27.291 31,976 28,741 29,942 31,757 11,976 32,906
16 Barml oo 28 3 82 31 31 114 82 84
17 Savings and loan associations. ... ... 494,789 555,277 586,085 559,263 569,291 575,684 586,085 576,998
18 I-to 4-family ............ o 387,924 421,489 434,359 421,024 425,021 427,081 434,359 420,096
19 Multifamily. . .. . 44,333 55,750 66,775 57,660 60,231 62,608 66,775 67,368
20 Commercial . .. 62,403 77,605 84,342 80,070 83,447 45,358 84,342 89,004
21 T | 129 433 609 509 592 637 609 530
22 Life insurance COmMPanies .. ....o.oi e vne e ons 150,999 156,699 170,460 158,162 161,485 163,929 170,460 174,460
2 - to 4-family ... . 15,319 14,120 12,279 13,840 13,562 13,382 12,279 12,129
24 Multifamity . . .. . 19,107 18,938 19,731 18,964 18,983 18,972 19,731 19,931
25 Commercial . . 103,831 7S 126,621 113,187 116,812 119,543 126,621 130,671
26 Farmm 12,742 12,466 11,829 12,171 12,128 12,032 11,829 11,729
27 Finance cmnpunics2 ................................... 22,582 26,291 30,402 27,216 28,432 29,015 30,402 31,539
28 Federal and related agencies ..o o oo 148,328 158,993 166,978 163,531 165912 166,248 166,978 166,097
29 Govermment National Mortgage Association. . .. 3,395 2,301 1,473 1,964 1,825 1,640 1,473 1,533
30 -todfamily ... . 630 58S 539 576 564 552 539 527
31 Multifamily. ... 2,765 1,716 934 1,388 1,261 1,088 934 1.006
32 Yarmers Home Administration............ ... ..., ... 2,141 1,276 733 1,062 790 57 733 704
33 -tod-family ..ol o 1,159 213 183 156 © 223 185 183 217
34 Multifamily. . .. 173 19 113 82 136 139 113 33
3s Commercial . ... 409 497 159 421 163 7 159 217
36 Farm oo e 400 447 278 403 2068 181 278 237
37 Federal Housing and Veterans

AdREBSTALION. .o 4,894 4,816 4,920 4,878 4,888 4918 4,920 4,957
38 1- 10 4-family .. .. . 1,893 2,048 2,254 2,181 2,199 2,251 2,254 2,301
39 Multitamify 3,001 2,768 2,666 2,697 2,689 2,667 2,666 2,656
40 Federal National Mortgage Association.................. 78,256 87,940 98,282 91,975 94,777 96,769 98,282 98,795
4] - to 4-family ......... .. . PN 73,045 82,175 91,966 86,129 88,788 90,590 91,966 92,315
2 Multifamily. ..o 5,211 5,765 6,316 S.846 5,989 6,179 6,316 6,480
43 Pederal Land Banks. ... .. . 52,010 52,261 47,548 52,104 51,056 49,255 47 548 46,485
44 1- to d-family .. Lo 3,081 3.074 2,798 3,064 3,006 2,895 2,798 2,735
45 arm . 48,929 49,187 44,750 49,040 48,050 46,360 44,750 43,750
46 Federat Home Loan Mortgage Corporation. . ......... ... 7,632 10,399 14,022 11,548 12,576 13,089 14,022 13,623
47 {- to 4-tamily - 7,559 9,654 11,881 10,642 11,288 11,457 1,881 12,231
48 Multifamily ... oo 73 745 2,141 906 1,288 1,632 2,141 1,392
49 Mortgage pools or SIS 285,073 332,057 415,042 347,793 365,748 384,948 415,042 440,70t

159,850 179,981 212,145 185,954 192,925 201,026 212,148 220,348

50 Government National Mortgage Association.
i 155,950 175,589 207,198 181,419 188,228 196,198 207,198 215,148

51 I+ to 4-family

52 Multifamily. . ... 3,900 4,392 4,947 4,535 4,697 4,828 4,947 5,200
53 Federal Home Loan Mortgage Corporation. .............. 57,895 70,822 100,387 76,759 83,327 91,915 100,387 110,337
54 1- 1o 4-family . 57,273 70,253 99,515 75,781 82,369 90,997 99,515 108,020
55 Multifumily. ... 622 569 872 978 958 918 872 2,317
56 LFederal National Mortgage Association ., ................. 25,121 36,215 54,987 39,370 42,755 48,769 54,987 62,310
57 1- to 4-family .. 25,121 15,965 54,036 38,772 41,985 47 857 54,036 of,117
58 Multifamily . ..o n.a. 250 951 598 770 912 95t 1,193
59 Furmers Home Administration. ... ... ... ... 42,207 45,039 47,523 45,710 46,741 47,218 47,523 47,706
6 1- to 4-family 20,404 21,813 22,186 21,928 21,962 22,090 22,186 22,082
61 Multifamily. . 5,090 5,841 6,675 6,041 6,377 6,415 6,675 6,943
62 Commercial . . 7,351 7,559 8,190 7,681 8,014 8,192 8,190 8,150
63 G 9,362 9,826 10,472 10,060 10,388 10,541 10,472 10,531
64 Individuals and others® ... o 247,358 263,933 284,430 208,415 273,337 279,351 284,430 289,019
65 110 4-famity .. .. . 141,758 151,871 164,710 153,574 157,807 162,970 164,710 167,604
66 Multitanuly . .. 38,786 42,017 45,417 43,715 43,520 44,100 45,417 46,103
67 Commercial .. . .. 35,169 40,977 47,108 42,081 43,344 44,511 47,108 48,175
O8  Farin .. e 31,645 29,068 27,195 29,045 28,666 27,770 217,195 26,937

1. Includes loans held by nondeposit trust companies but not bank trust 4. Other holders include mortgage companies, real estate investment trusts,
departments. state and local credit agencies, state and local retirement funds, noninsured

2. Assumed to be entively I- to 4-family loans. pension tunds, credit unions, and other U.S. agencies.

3. Outstanding principal balances of mortgage pools backing securities insured Not1e. Based on data from vaiious institutional and governmental sources, with
or guaranteed by the agency indicated. some quarters estimated in part by the Federal Reserve, Maltifamily debt refers to

loans on stractures of five or more units.
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1.55 CONSUMER INSTALLMENT CREDIT™ Total Outstanding, and Net Change, seasonally adjusted

Millions of dollars

1985 1986
Holder, and type of credit 1984 1985 —
Sept. QOct. Nov. Dec. J Jan. Feb.
Amounts outstanding (end of period)
,,,, U R S CE—————
PTFotalo oo 453,580 535,098 | 516,420 §22,978 528,621 | 535,098 542,753 | 547,852 | 550,939 §55,2357] 560,625
By major holder ]
2 Commercial banks, ... ... ... 209,158 240,796 | 233,545 235,364 238,620 | 240,796 243,256 | 244,761 245,172 1 247,498 248,195
3 Finance companies? | . . 96,126 | 120,095 | 114,927 | 117,568 118,356 | 120,095 1 123,747 | 126,001 | 127,422 | 128,154 | 130,625
4 Credit unions ... ... 66,544 75,427 72,433 13,474 14,017 15427 75,810 76,431 16,953 17,9577 78,117
S Retailers. ., ... 37,061 39,187 38,723 34,890 39,039 39,187 19416 19,497 39,844 39,826 40,139
6 Savings 1nsllllll|0ns . 40,330 55,555 52,656 53,509 54,307 55,558 56,290 57,048 57,573 58,024 59,995
7 Crasoline companies ... 4,361 4,337 4,136 4,176 4,182 4,337 4,264 4,114 3,978 3,177 3,554
Hy major type of credit
8 Automobile 173,122 206,482 198,656 201,994 203,766 | 206,482 210,661 213,342 | 214,301 215,2397] 218,058
9 Commercial banks. 83,900 92,764 90,784 91,402 92,127 92,764 93,489 93,828 93,377 93,0137 92,987
10 Credit unjons . . . .. 28,614 0,577 | 29,556 | 29904 | 30,066 | 30,577 30,855 | 3,107 | 31320 | 31,7287 31,793
11 Finance companie . 54,663 73,391 69,201 71,415 71,996 73,391 76,410 78,310 79,416 80,111 #2,674
12 Savings institutions . ............... 5,945 9,750 9,115 9,273 9,477 9,750 9,907 10,097 10,248 10,386 10,604
13 Revolving ..o 98,514 118,296 113,850 115,218 117,050 118,296 119,682 120,724 122,131 123,442} 124,367
14 Commercial banks, 58,145 73,893 70,453 71,507 73,076 73,893 74,991 75,953 77,021 78,4217 719,000
IS Retailers ......... 33,064 34,560 14,204 34,382 34,486 34,560 34,770 34,843 35,188 35,170 15,449
16 Gasoline companics 4,361 4,337 4,130 4,176 4,182 4,337 4,264 4,114 1,975 3071 3,554
17 Savings institutions 2,944 5,506 4,997 5,153 5,306 5,506 5,657 5,813 5,947 6,075 6,366
18 Mobile home ... 24,184 25,461 25,341 25,320 25,315 25,461 25,371 25,573 25,584 25,513 | 25,505
19 Commercial banks. 9,623 9,578 9,662 9,596 9,584 9,578 9,457 9,566 9,348 9,264 9,190
20 Linance u)mpumu 9,161 9,116 9,092 9,089 9,057 9,116 9,125 9,161 9,327 9,286 92115
21 Savings institutions 5,400 6,767 6,587 6,635 6,674 6,767 6,789 6,846 6,909 6,963 7,199
22 Other...... P 157,760 184,859 178,573 180,446 182,490 184,859 187,039 {88,212 88,863 191,047 192,694
23 Comme .| 57,490 64,561 62,646 62,859 63,833 64,561 65,319 65,414 65,427 66,8001 67,018
24 Finance companics 32,302 37,548 36,634 37,001 37,303 37,588 38,182 38,530 38,678 38,757 38,836
25 Credit unions 17,930 44,550 42,877 43,570 43,951 44,550 44955 45,323 45,633 46,2287 46,323
26 Retailers ... 3,997 4,627 4,459 4,508 4,553 4,627 4,646 4,653 4,656 4,656 4,690
27 Savings institutions . ............... 26,041 33,533 31,957 32,448 32,850 33,533 33,937 34,291 34,469 34,600 35,827
Net change (during period)
W Hotal, oo 77,341 81,518 10,330 6,558 5,643 6,477 7,655 5,099 3,087 4,296 5,390
By major holder
29 Commercial banks. ... ... 9,819 31,638 2,901 1,819 3,256 2,176 2,460 1,505 411 2,3267 697
30 linance L(HII[MHILS? . 9,961 23,969 5,470 2,638 791 1,739 3,622 2,284 1,421 732 2,471
31 Credit inions ... ... 13,456 8,583 495 1041 643 1,010 683 621 522 1,0047 160
32 Retailersd. ... 2,900 2,126 --28 167 149 148 229 81 347 -8 33
33 Savings institutions . 11,038 15,228 1,541 853 T8 1,248 738 758 528 451 1,971
34 (msollnL companics . .. 167 =24 -49 40 6 1AM --73 - 150 =139 --198 =223
By major type of credit
35 Automobtle. ... 27,214 33,360 5,733 3,338 1,772 2,716 4179 2,681 1.019 878" 2,81‘)
36 Commerciad banks. 16,352 8,864 550 618 725 637 78 33 -451 - 3647 =26
37 Credit unions . .. .. 3,223 1,963 219 348 262 411 278 252 213 A08" 65
38 Finance companies 4,576 18,728 5,130 2,214 S81 1,395 3,019 1,900 1,106 695 63
39 Savings institutions ... .. ... ... 3,063 3,805 272 158 204 273 157 190 151 138 218
40 Revolving ... 20,145 19,782 1,477 1,368 1,832 1,246 1,346 1,042 1,407 1,311 925
41 Commercial banks 15,949 15,748 1,374 1,054 1,569 817 1,098 962 1,068 1,400 579
42 Retailers ... .. 2512 1,496 66 118 104 74 210 73 345 -18 279
41 Gasoline companies 167 24 --49 40 6 {ss -73 =150 ~139 198 -223
44 Savings institutions ., ... .. 1,517 2,562 218 156 153 200 151 156 134 128 291
45 Mobile home ...l 1,990 1,277 t68 2 -5 146 =90 202 11 7l -8
46 Commercial banks 199 - 45 54 -60 -12 -6 =121 109 218 -84 74
47 Finance companie .. 544 45 =22 -3 -3 59 9 6 166 —41 171
48 Savings institutions .. .............. 1,645 1,367 136 48 39 93 22 57 63 54 236
49 Other .. .. 27,992 27,049 2,952 1,473 2,044 2,369 2,180 t, 171 651 2,178 1,653
s Commercial b 7.7 7,071 923 213 974 728 758 13 1,373 218
SI Finance companie 4.841 5,286 362 427 242 285 594 148 148 7 79
52 Credit unjons .. 10,233 6,620 714 693 381 599 408 368 310 5957 9s
53 Retailers ... ... 388 630 38 49 45 74 19 7 3 0 34
S4  Savings institutions ................ 4813 7,492 915 491 402 683 404 354 178 131 1,227
t. The Bowrd’s series cover most short- and intermediate-term credit extended 2, More detail for finance companies is available in the G.20 statistical release.
to individuals that is scheduled to be repaid (or has the option of repayment) in 3. Excludes 30—day charge credit held by travel and entertainment companies.
two or more installments. 4. All dati have been revised.
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1.56 TERMS OF CONSUMER INSTALLMENT CREDIT

Percent unless noted otherwise

1985 1986
Item 1983 1984 1985 n
Nov. Dec. Jan. Feb, Mar. Apr. May
R B St S =
INTEREST RATES
Commercial banks!
1 d8monthnewcar? ..., ... 13.92 13.71 12.91 12.39 A, n.a, 12.29 nat. n.a. 11.45
2 24-month personal. ... ... 16.68 16.47 15.94 15.61 na. n.a. 15.52 n.a. n.a. 14.89
3 120-month mobile home? . 16.08 15.58 14.96 14.66 na. n.a, 14.57 n.a. n.a. 13.97
4 Crediteard....... R P 18.78 18.77 18.69 18.57 na. n.a. 18.48 n.a. n.a. 18.32
Auto finance cotnpani
S UNEWCAI Lo 12.58 14.62 11.98 .71 12.52 9.99 9.70 10.51 10,55 9.49
6 Usedcar.......ooviiiiniiiiiiiii 18.74 17.85 17.59 17.28 17.22 16.60 16.74 16.63 16.67 16.56
OTHER TERMS?
Maturity (months)
T ONEWCH oo e 459 48.3 S1.S 52.0 52.1 512 ME 510 50.6 49.4
8 Usedcar.. .o 379 39.7 41.4 41.5 41.4 42.8 42.5 42.4 42.5 42.5
Loan-to-value ratio
9 New car 86 K8 91 92 92 92 92 90 &Y 8y
10 Used car 92 92 94 s 95 95 95 9s 96 97
Amount financed (dollars)
I ONewCr oo 8,787 9,333 9,915 10,205 9,925 10,064 10,074 10,306 10,402 10,521
120 Usedear.........oov i 5,033 5,691 6,089 6,167 6,255 6,165 6,194 6,207 6,281 6,393
1. Data for midmonth of quarter only. 3. At auto finance companices.
2. Before 1983 the maturity for new car loans was 36 months, and for mobile Norr, These data also appear in the Board's G.19 {421) release. For address,

home loans was 84 months., see inside front cover.



A42  Domestic Financial Statistics [J September [986

t.57 FUNDS RAISED IN U.S. CREDIT MARKETS

Billions of dollars; half-ycarly data arce at scasonally adjusted annual rates.

Transaction category, sector

I ‘Fotal net horrowing by domestic nontinanciul sectors , . .
By sector und instrument

2 U.S. government. .. ...

3 Treasury securitie .

4 Agency issues and mm lg.u,,cs ......................

S Private domestic nonfinancial sectors.....oooo
6 Debt capital instruments ... .. ...

7 Tax-exempt obligations ........... .. ..

] Corporate bonds ... oo

Y Mortgages. ...

10 Home mortgag

11 Multitamily luulunml

2 Commercial . .
13 Farm oo
14 Other debtinstruments ........o.viieiai oo,
s Consumer credit .., ..

16 Bank loans n.e.c. .

17 Open market paper ..
I8 Other ..o
19 By borrowing sector. ...
20 State and local governments .

21 Houscholds. ......... ...,
22 Pamm oo

23 Nonfarm noncorporate.,

24 Corporate

25 Fareign net borrowing in United States .. .....ovn. o
260 Bonds ...

27 Baok loans n.ec. ...
28 Open market paper,
29 U.S. government loans oo

3

Total domestic plus foreign ....................... ...

-l

Fotal net borrowing by financial sectors ...
By instrument

32 U.S. governmentrelated ... ... .o
33 Sponsorcd credit agency securities .
34 Mortgage pool sceurities . ... ..
35 Loans from U.S. government. .
36 Private financial sectors, ... .. ...
37 Corporate bonds .. ..
38 Mortgages. . ... ..
39 Bank loans nec. . .
40 Open market paper.................. ..
41 Loans from Federal Home Loan Banks ...,

By sector

42 Sponsored credit agencies. . ...
43 Mortgage pools .........
44 Private financial sectors
45 Commercial banks
46 Bank affilintes ...

47 Savings and loan associations

4% Fipance companics......... .
49 REITS coo
5¢ Total net borrowing. ... ... .. .o

S U.S. government securities
52 State and local obligations. .
53 C()rpnrdtc and foreign bonds

55 (nnsumu credit |
56 Bapk loans n.e.c. ...
§7  Open market paper., . ..
S8 Otherloans. ... o

SY Total new share dssues. . ... e
60 Mutual funds
61 All other . ..
02 Nl)n[inzmcinl COTPOTALIONS ..o vv et ie i
63 Yinancial corporations ...
64 Foreign shares purchased in United States ... ...

1983 1988
1980 1981 1982 1983 1984 1985
1 H1 Lll2 H1 H?2
[ . RN [ S SN N L. . —e
Nonfinancial scctors
1.8 | 3727 ]95.:‘ 542.‘)" 7659 | 898.2 ] S06.0 818.4 | 729.2 |1,066.6
79.2 87.4 161.3 186.6 198.8 223.6 2219 225.4 183.2 263.6
79.8 87.8 | 162.1 186.7 | 199.0 [ 223.7| 222.0 225.5 | 1833 | 2637
-6 -5 -9 - -2 .1 - - .1 N
262.6 | 285.3 | 234.1 356.3 567.1 674.5 1 284.1 593.1 546.0 | 803.0
188.1 154.5 152.6 2§3.7 | 3253 49291 2273 3628 ( 3700 615.2
30.3 234 48.6 57.3 658 1828 57.3 92.6 88.3 | 277.2
26.7 218 18.7 16.0 47.1 72.9 214 62.3 71.9 73.2
1312 109.3 85.4 180.3 | 2124 | 2373 148.6 20091 20981 2649
94.2 72.2 50.5 6.9 130.7 155.3 98.7 125.7 130.8 180.0
7.6 4.8 54 1.9 20.7 26.1 6.1 17.7 223 30.0
19.2 N2 25.2 48.9 62.0 0.8 2.2 65.6 59.0 62.7
10.2 10.0 4.2 2.6 -1.0 5.0 1.6 1.2 2.2 -7.8
74.5 130.8 814 102.6 | 2419 181.6 56.8 230.2 175.9 187.7
4.7 22.6 17.7 56.7 94.8 96.6 38.0 91.6 98.3 95.0
37.0 54.7 54.2 26.8 79.5 39.4 13.7 69.0 28.3 51.0
57 19.2 4.7 16 24.2 1241 <100 15.0 16.9 7.9
27.1 34.4 14.2 20.7 43.3 33.2 15.1 54.6 32.5 339
262.6 | 2853 | 2341 356.3 | S67.1 1 674.51 2840t 5931 § 546.01 803.0
17.2 68 259 37.6 45.0 140.9 36.0 08.0 74.1 207.6
1189 { 119.7 87.9 187.4 | 239.2 294.0 | 1523 242.3 | 244.3 | 3439
15.2 16.6 6.8 4.1 - -1 8 .S 7641 --16.2
3.2 8.6 41.3 70.8 9.8 85.4 56.1 84.7 84.4 86.4
80.1 | 103.6 72.1 6.4 1923 166.1 39.0 1969 | 150.7 | 1i81.2
27.2 27.2 15.7 18.9 2.8 1.5 15.4 174 3.2 6.2
8 54 6,7 38 4.1 39 4.6 7.0 5.1 2.7
1.5 37| -62 49 -78] -3 11.4 1l -5.4 -8
10,1 13.9 10.7 6.0 2.5 -.6 —4.6 - 16.0 - 54 4.2
4.7 4.2 4.5 4.3 4.0 1.3 19 2.6 24 .1
369.0 | 3999 | 41L.0 561.7 | 768.7 | 899.7| S21.3 8010 | 7259 |1,072.8
Financial sectors
57.6 89.0 80.2 89,21 13821 1937 9.1 149.9 167.2 | 220,
44.8 474 64.9 67.8 749 101.6 66.2 80.1 92.7 110.4
24.4 30.5 14.9 1.4 30.4 206 -4.1 30.9 26.0 5.1
19.2 15.0 49.5 66.4 44.4 79.9 70.3 49.2 66.7 93.1
1.2 1.9 [ IV [ | O IS I SV PN I 2.2
12.8 41.6 15.3 1.4 63.3 92.1 29 69.7 74.5 109.7
1.8 3.5 13.7 2.6 259 312 10.3 3.1 322 29.8
* * . * 4 N M 4 * 1
-9 Y 19 -2 1.0 53 -3.3 2.4 1.7 9.2
4.8 209 1.1 16.0 20.4 41.3 19 20.4 28.8 539
7.1 16.2 8 7.0 15.7 142t -12.1 15.5 1.7 16.7
25.6 324 15.3 1.4 30.4 21.7 ~4.1 309 26.0 17.3
19.2 15.0 49.5 66.4 44.4 79.9 70.3 49.2 66.7 93,1
12.4 41.6 15.3 214 63.3 92.1 29 69.7 74.5 1 109.7
5 4 1.2 5 4.4 5.4 8 39 $.2 5.7
6.9 8.3 5.9 12.6 16.9 9.2 10.1 78 9.2 9.2
7.4 15.5 2.5 =21 22.7 22.1 -93 25.6 11.1 33.0
-1 18.2 6.3 1.3 19.3 55.9 2.1 2.4 49.6 622
.5 -2 4 -2 8 .5 . 8 .5 L .5
- Bl S
All sectors
426.6 | 488.9 | 491.2 651.0 1 906.9 1 1093.4 | 590.4 950.9 | 893.2 |1,292.9
1229 1 133.0 | 2259 | 2544 ] 2738 324.2| 2882 305.6 | 276.0] 3719
30.3 23.4 48.6 57.3 65.8 | 1828 57.3 92.6 88.3 1 277.2
29.3 30.7 .0 324 77.1 108.0 36.3 100.5 109.3 105.7
1| 1092 85.4 180.3 | 212.7] 237.3 | 148.6 208.2 | 2098 | 264.9
4.7 2.6 17.7 56.7 94.8 96.6 38.0 916 98.3 95.0
47.7 59.2 49.9 3t1.S 72.7 41.7 21.8 60.4 24.6 59.4
20.6 54.0 4.9 20.4 47.1 S8 6.7 19.3 40.4 66.0
40.1 56.7 19.9 17.9 63.0 49.7 6.9 773 46.6 529
L
Yixternal corporate equity funds raised in United States
202 | 33 336 | 663 -336f 329 s19[ 507 ~25.91 257 401
4.5 6.0 16.8 RIS 370 1083 35.3 217 353 9201 86
16.8 9.3 16.8 34.81 -70.7 | -72.4 46.6 23.0 61.2 66.3 1 784
12.9 1.5 1.4 2831 --77.0 8.6 38.2 8.4 ~694 71 - 757 87.5
1.8 1.9 4.0 2.5 5.2 s.3 2.6 2.4 53 5.1 5.4
2.1 3 1.5 4.0 il 4.0 §.7 2.2 2.9 4.3 kX))




Flow of Funds A43

1.58 DIRECT AND INDIRECT SOURCES OF FUNDS TO CREDIT MARKETS

Billions of dollars, except as noted; halt-yearly data are at scasonally adjusted annual rates.

1983 1484 1985
Transaction category, or sector 1980 1981 1982 Y83 1984 1985
HI 12 HI 12 H1 H2
1 Total funds advanced in credit markets to domestic
nonfinancial sectors ... ... MLB 1 3727 | 395.3 ) 542.9 | 765.9 1 BY8.2 1 506.0 | §79.7 TI34 | BI84 | 729.2 [ 1,066.6
By public agencies and forcign
2 Total net advances ... .. 97.1 9.7 114.1 117.4 144.6 | 2164 120.5 | 114.4 124.2 165.1 197.6 | 2369
1 U8, government secuities 15.8 171 0.7 27.6 36.0 45.7 41.0 14.1 0.5 41.4 48.0 451
4 Residential mortgages., . .......... 3.7 23.5 61.0 76.1 56.5 94.7 8(.2 72.1 52.8 60,1 R6.0 | 1034
S FHLB advances to savings and loans . 7.1 16.2 8 -7.0 15.7 14.2 12.1 2.0 15.9 15.5 1.7 16.7
6 Other loans and securities . ... e 42.5 40.9 29.5 20.8 36.6 61.8 11.4 30.2 25.0 48.1 52.0 71.6
Total advanced, by sector
7 US. government............. i pAN) 24.0 15.9 9.1 17.1 17.4 9.1 10.3 7.8 26.4 18.1 16.8
8  Sponsored credit dg 'S . 45.6 48.2 635.5 69.8 3.3 0.6 08.6 71.0 73.6 73.0 91.7 105.5
9 Monctary authorities. .............. S 4.5 9.2 PR 10,9 8.4 21.6 15.7 6.1 12.1 4.7 27.1 16.4
10 Foreign ..o s 233 16.2 22.8 211 45.9 757 27.2 27.0 0.7 61.0 54,7 98.2
Agency and foreign borrowing not in line |
I Sponsored credit agencies and mortgage pools ..., 44.8 47.4 64.9 67.8 74.9 | 101.6 66.2 1 69.4 9.6 80.1 9.7 1104
120 FOICIEN . e e 27.2 272 15.7 18.9 2.8 1.5 15.4 2.4 230 - 174 3.2 6.2
Private domestic funds advanced
13 Total net advances ....... 6.7 | 349.6 [ 3618 | S12.1 1 699.0 1 7849 | 467.1 | 557.1 GBI 7160 [ 621.0] 946.3
14 U.S. government securitic ... 107.0 ) 11S.9 ] 2031 ) 2269 1 237.8 | 2785 | 247.2 | 206.6 | 21141 2642 | 2280} 3268
15 State and local obligations . ... ... ... ool 30.3 23.4 48.6 57.3 658 | 1828 513 57.4 8.9 92.6 8831 2772
{6 Corporate and foreign bonds. ... ... L 19.3 18.8 14.8 14.9 34.8 3.6 214 8.5 25.3 443 43.5 23.0
17 Residential mortgages . . . 70.0 53.5 --5.3 52.6 94.8 86.7 246 | 806 106.3 83.3 67.0 | 106.5
18  Other mortgages and loans ........... AR 97.1 154.2 101. 4 153.0 | 2815 217.6 104.6 | 202.0 3158 247.1 2059 | 229.6
19 Less: Federal Home Loan Bank advances. ... .. .. 7.1 16.2 7.0 15.7 14.2 12.1 2.0 15.9 15.5 1.7 16.7
P'rivate financial intermediation
20 Credit market funds advanced by private financial
INSHEILONS. ..o e 2838 | 3217 | 28B4 | 3R4.6 [ 555.6 | S55.2 | 332.0) 4372 552.5 1 S538.7) 4489 659.9
21 Commercial banking . 100.6 | 1023 1 107.2 ] 1361 | 18L.7 | 196.6 1 121.0 | 1513 195.2 | 168.1 142.6 | 2519
22 Savings institutions . ... ... 54.5 27.8 0.1 139.8 146.3 86.0 1313 | 1483 167.9 124.7 57.4 114.8
23 Insurance and pension funds . 94.5 97.6 | 1074 942 | 119.0 | 125.2 83.0 | 105.3 H2.0 | 1260 | 101.6| 1487
24 Otherfinance ..o i 342 94.0 43.7 14.5 {08.6 147.4 --3.3 .3 714 1399 147.3 144.5
25 Sources of funds ..o oo 2838 | 3217 | 2884 | 3846 | 5552 | SS5.2| 332.0| 4372 552,51 558.7 | 4489 6599
26 Private domestic deposits and RPs. . . 169.6 | 2119 | 196.2 | 2093 | 2988 | 194.5| 2038 | 2148 292,21 305.5) 17791 208.5
27 Credit market borrowing . ......... .. ... 12.4 41.6 15.3 21.4 633 92.1 291 40.0 56.9 69.7 1451 1097
28 OMICE SOUTCES o oot i s 1013 68.2 774 153.9 1935 | 268.6 125.3 | 182.4 203.4 183.5 196.5 3417
29 Foreign funds . B PN =207 8.7 26.7 22.1 19.0 140 -14.2 58.5 27.2 10.9 10.7 15.4
30 Treasury balances .. ... oo 2.6 R 6.1 --5.3 4.0 10.3 9.9 1 --20.6 1.2 6.8 19.3 g
31 Insurance and pension reserves . . . 83.7 90.7 | 1032 951 1103 § 1167 83.5 | 1068 9.5 101.2 100.6 | 1329
32 Other, net ..o 418 2.7 5.6 41.9 00.1 127.6 46.1 317 55.5 4.6 66.0 192.7
Private domestic nonfinancial investors
33 Direct fending in credit markets ..o oo 458 69.5 8.7 | 1489 | 2067 | 321.8 | 137.9 ] 1599 186.3 | 227.1 | 246.6 | 396.1
34 UL.S. government securities ........... .. 24.6 29.3 32.1 B8.3 | 1258 | 164.1 9691 9.7 126.3 | 1253 9.1 165
35 State and local obligations .............. 1.0 1.1 29.2 43.5 43.2 90.4 47.2 39.9 253 61.2 47.07 1336
36 Corporate and forcign bonds. [AR)] -39 8.1 5.5 15.3 3] 108 3 7.5 23.0 4031 --324
37 Open market paper .., ...... .. -3.1 2.7 .6 6.5 1.4 37.21 -6.6 19.7 3.2 6.1 1.7 628
3 Other oo . 28.4 30.3 19.9 16.1 238 27.1 L3 208 24.0 23.7 28.5 257
39 Deposits and currency 181.1 2209 | 203.3 1 2284 | 3034 | 2069 | 225.0} 231.3 303.6 1 303.2 1918 219.3
40 Currency ... 10.3 9.5 9.7 4.3 8.6 12.4 14.8 13.8 159 1.3 18.5 6.3
41 Checkable deposits 5.4 18.1 17.6 26,7 24,1 431.5 S3.0 -4 30.4 17.7 159 9.3
42 Small time and mvmgs accounts . 82.9 47.0 | 18| 2083 [ 14981 12881 2789 | 1577 1307 ] 169.0] 156.6 | 100.6
43 Money market fund shares ..., .. W2 0718 4Ty 44 41.2 =221 -840 4.2 3.2 64.2 4.2 -8.6
44 Large time deposits, . 45.6 68 1.9 --59 83.60 1431 -55.1 43.4 97.6 69.6 -5 28.6
45 SLcurlly RPs......... . 6.5 2.5 3.8 14.3 ~5.8 10.1 110 1.5 33 15.0 1.7 8.5
46 Deposits in foreign countries. ............. 1.1 .5 -2.5 4.8 4.0 M 7.0 2.7 4.5 -3.6 -4.5 4.5
47 Total of eredit market instruments, deposits and
CUETRIEY . v e ittt e it e 2269 | 291.4 | 292.0 | 377.3 | 5101} S528.7 | 363.5| 391.2 489.9 | 530.3| 4384 6154
48 Public holdings as percent of total .. ... .. 26,3 24.4 27.8 209 IR.8 24.0 23.1 19.0 16.9 20.6 272 22.1
49 Private financial intermediation (in percent). .. 89.6 92.0 79.7 5.1 79.5 70.7 AN} 78.5 81.0 78.0 7.3 69.7
50 Total foreign funds ..o 1.6 1.6 -39 49.2 4.9 89.7 13.0 85.5 57.9 7. 65.4 113.6
Memo: Corporate equities not included above
S1 Totabmetissues ... 21.2 -3.3 kAN 66.3 | ~33.6 2.9 81.9 [ 50.7 | -41.2 | -25.9 25.7 40.1
52 Mutual fund share 4.5 6.0 16.8 L5 37.1 105.3 35.3 27.7 39.0 353 92.0 118.6
53 Other equities. . ... 16.8 9.3 16.8 ME | 707 | 724 46.6 23.0 | -80.2 | --61.2 66.3 | --78.4
54 Acquisitions by financial institutions . e 24.9 209 36.9 56.7 10.3 43.8 76.4 36.9 2.1 18.5 60.7 23.9
55 Other net purchases ... o -3.6 24.3 -33 9.6 1 -4391 - 109 5.5 13.7 -43.4 4451 350 6.2

NOTES BY LINE NUMBER.
1. Line 1 of table 1.57.
2. Sum of lines 3--6 or 7--10.
6. Iucludes farm and commercial mortgages.

11, Credit market funds raised by federally sponsored credit agencies, and net

issues of tederally refated mortgage pool securities.

13. Line ! less line 2 plus line 11 and 12. Also line 20 less line 27 plus fine 33. Also

sum of lines 28 and 47 less lines 40 and 46.
4. Includes farm and commercial mortguges.
26. Line 3Y less lines 40 and 46.

27. Fxcludes equity issues and investment company shares. Includes hine 19,

29. Foreign deposits at commercial banks, bank borrowings trom forcign
branches, and liabilities of foreign banking agencics to foreign affilintes, less

claims on foreign affiliates and deposits by banking in foreign banks.

30,

Demand deposits and note balances at commercial banks.

31
32.
KRR

34-

40.
47,
48,

49,
S0,
S1,

Exchides net investment of these reserves in corporate equities.
Mainly retained carnings and net miscellaneous liabilities.
Line 13 less line 20 plus line 27.

8. Lines 14-18 less amounts acquired by private finance plus amounts
borrowed by private finance. Line 38 includes mortgages.
Mainly an olfset to line 9
Lines 33 plus 39, or line 13 less line 28 plus 40 and 46.

Line 2Mine 1.

[Line 20ine 13,

Sum of lines 10 and 29.

S3. Includes issues by financial institutions.

NoTe, Full statements for sectors and transaction types in flows and in amounts

outstanding may be obtained from Flow of funds Section, Division of Research
and Statistics, Board of Governors of the Federal Reserve System, Washington,
D.C. 20851,
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2,10 NONFINANCIAL BUSINESS ACTIVITY  Selected Me:

86

wsures!

1977 - 100; monthly and quarterly data are seasonally adjusted. Exceptions noted.

1985 1986

R A ——

Measure 1983 1984 1985
Oct.
- — — JOREN SRR
I Industrial production. . .......... ... . ... 109.2 121.8 124.5 124.4
Market groupings
2 Products, total ... H3Y 127.1 131.7 1318
3 Fiaal, total 114.7 127.8 132.0 131.9
4 Consumer goods ... 109.3 118.2 120.7 120.8
S Lquipment ... .. .. 121.7 140.5 147.1 146.6
6 Intermediate Co 1.2 124.9 130.6 131.5
7 Materials ..o 102.8 t14.6 114.7 114.2
Industry groupings
B Manufacturing ... o H0.2 123.9 127.1 127.2
Capacity utilization {percent)?
9 Manufacturing ..o 14.0 8.8 80.3 79.6
10 Industrial matenals industrics. .. ... . ... 75.3 82.3 80.2 79.3
11 Construction contracts (1977 - 100)' ... .. 138.0 150.4 161.0 168.0

12 Nonagricnitura) employment, totald, .. . . 109.4 4.5 118.5 119.4
13 (}nods»producing. total . 959 101.6 102.9 102.3
14 Mdllll(dCllll’lllg, fotal 93.6 98.6 98.7 91.7
15 Manufacturing, production-worker . .. 88.6 94.1 93.5 92.4
16 Service-producing . . .. 115.0 120.0 125.0 126.5
17 Personal income, total . . 176.4 193.6 206.2 208.97
I8 Wages and salary dlshmsumnls . 168.6 184.6 197.8 200.9"
19 Manufacturing ce. 149.0 164.6 172.5 174.2r
20 Disposable personal income 184,200 20260 | 214.67 217.1

21 Retail sales (1977 = W06 ... 1620 | 179.0 | 1906 | 190.6
Prices?

22 Consumer . ......... .. 298.4 3t 322.2 325.5

23 Producer finished goods. ... ... 285.2 2901 293.7 294.7

Nov. Dec. Jan. Feb. Mar.s Apr.r May” L—.hmc

B T i I I Ml B I

125.4 1264 126.7 125.6 124.4 125.2 124.7 124.1

133.5 134.1 134.4 133.1 132.1 133.1 132.6 1318
133.7 134.4 134.4 132.8 131.5 132.6 131.9 1312
122.7 124.2 123.9 123.2 122.5 124.4 123.9 123.7
148.3 147.9 148.4 145.5 143.4 143.5 142.6 1411
132.7 132.9 134.4 134.1 134.1 135.0 134.9 134.0
114.3 115.9 116.2 115.4 114.0 114.4 1139 113.4

128.4 129.1 129.8 128.8 128.0 1289 128.6 127.9

80.2 80.4 80.7 9.8 .1 9.5 9.2 8.6
79.2 80.1 80.2 79.6 8.5 .7 78.3 719

162.0 162.0 146.0 162.0 149.0 176.0 160.0 161.0

119.6 9.9 120.4 120.6 12006 121.0 1211 1210
102.4 102.6 103.1 102.9 102.5 2.9 102.6 1021
97.8 98.0 98.0 98.0 97.8 97.8 97.5 97.2
9.5 927 92.7 Nn.6 92.4 92.4 92.1 91.9
126.9 127.2 127.6 128.0 128.2 128.6 128.9 129.0
2008 212,67 212671 21377 2143 216.8 216.2 216.4
20237 204471 20487 2087 2064 206.6 206.9 207.6
174.91 176.8 176.6" 176.2" 176.4 175.5 175.7 175.1
217.9 22007 22167 2228 2237 226.6 2258 225.7
191.6 194.0 194.8 194.5 193.7 195.4 196.7 197.0

326.6 327.4 328.4 327.5 326.0 3253 326.3 3279
296.4 297.2 296.0 291971 288} 286.9 289.0 288.9

A major revision of the industrial |)|0(|ll(.ll()ll index and the capacity
uhhmlmn rates was released in July 1985, See A Revision of the ludex of
Industrial Production” and accompanying Yables that contain revised indexes
(1977 100) through December 1984 in the ['epERAL KEsErRVE Butirnin, vol. 71
(July 1985), pp. 487--501. The revised indexes for January through June 1985 were
shown in the September Burixiin.

2. Ratios of indexes of production to indexes of capacity. Based on data from
Federal Reserve, McGraw-Hill Economics Departinent, Department of Com-
mucu and other sonrces.

Index of dollar value of total construction contracts, mcluding residential,
llUnIledullldl and beavy engincering, from McGraw-Hill Information .Sy\luns
Company, . W, Dodge Division,

4. Based on data in Employment and Earnings (U.S. Departiment of abor).
Series covers employees only, excluding personnel in the Armed Forees.

5. Based on datain Survey of Current Business (U.S. Department of Com-
merce),

6. Based on Burcau of Census data published in Survey of Current Business.

7. Data without seasonal adjustment, as published in Manthly Labor Review.
Scasonally adjusted data for changes in the price indexes may be obtained from
the Bureau of Labor Statistics, 1.8, Department of Labor,

Nore. Basic data (not index numbers) for series mentioned in notes 4, 5, and 6,
and indexes for serics mentioned in notes 3 and 7 may also be found in the Sur vey
of Current Business.

Figures for industrial production for the last two months ave preliminary and
estinated, respectively.
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LABOR FORCE, EMPLOYMENT, AND UNEMPLOYMENT

Thousands of persons; monthly data are seasonally adjusted. Exceptions noted.

1985 1986
Category 1983 1984 1985 t——
Naov. Dec. Jan. Feb. Mar. Apr. May' June
HOUSEHOLD SURVEY DATA

| Noninstitutional populationt ... ... ... ... 176,414 | 178,602 | 180,440 | 181,186 | 181,349 | 181,898 | 182,055 | 182,228 | 182,387 | 182,545 | 182,732
2 Labor force (including Armed Forces)! ... 113,749 | 115,763 | 117,695 | 118,376 | 118,466 | 119,014 | 119,322 | 119,445 | 119473 | [19.898 | 120,345
3 Civilian tabor force. ... 111,550 ( 113,544 | 115,461 | 16,130 [ 116,229 ( 116,786 | 117,088 | 117,207 | 117,234 | 117,664 | {18,116

Employment
4 Nonagricuftural industries?. ..., 97,450 | 101,685 | 103,971 104,899 | 105,055 | 105,655 | 105,465 | 105,503 | 105,670 | 105,950 | 106,508
5 Agricultnve. ..o 3,383 3,321 307 3,070 3,151 3,299 3,096 3,285 3,222 3,160 3,168

Unemployment
6 Number oo W7 8,539 8312 8,161 8,023 7.831 8,527 8,419 8,342 8,554 8,443
7 Rate (percent of civilian labor foree) ... 9.6 7.5 7.2 7.0 6.9 6.7 7.3 7.2 7.1 7.3 7.1
8 Notinlabor force.......... ... .. 62,665 62,839 62,745 62,810 62,883 62,884 62,733 62,778 62,914 62,647 62,387

FSTABLISHMENT SURVEY DATA
9 Nunagricultural payroll employment®, .. .. ... 9,196 | 94,461 97,698 | 98,666 | 98,910 | 99,296 | 99,429 | 99,444 99,7837 1 99,908 | 99,819
10 Manufaclurig ... ..o 18,434 19,412 19,426 19,259 19,289 19,303 19,294 19,255 19,245 [ 19,200 19,144
I Mining.............. 952 974 969 a7 901 897 880 852 821 788 769
12 Contract construction . .. 3,948 4,345 4,661 4,765 4,787 4,901 4,864 4,838 4,972 4,976 4,946
13 Transportation and public utilitie 4,954 5,171 5,300 5,272 5,277 5,286 5,277 5,280 5,266" 5,262 5,170
14 Frade. ..o 20,881 22,134 | 23,195 | 23,385 | 23,431 23,564 | 23,638 | 23,609 | 23,7157 | 23,771 23,743
15 Finance. . 5,468 5,682 5,924 6,070 6,095 6,123 6,157 6,184 6,228" 6,256 6,275
16 Service .. . 19,694 | 20,761 21,929 1 22,415 | 22,501 22,585 | 22,638 | 22,07 | 22,825} 22912 | 23,057
17 GOVETRMICI . .o 15,869 15,984 16,298 16,593 16,629 | 16,637 16,681 16,699 16,711} 16,743 16,715

1. Persons 16 years of age and over. Monthly figures, which are based on
sample data, relate to the calendar week that contains the 12th day; annual data
are averages of monthly figores. By definition, seasonality does not exist in
population figures. Based on data trom Employment and Earnings (U.S. Depart-
ment of Labor).

2. Includes self-employed, unpaid family, and domestic seyvice warkers.

3, Data include all full- and part-time employees who worked during, or
received pay for, the pay period that includes the 12th day of the month, and

exclude proprictors, self-employed persons, domestic servants, unpaid family
wotkers, and members of the Armed Forces. Data are adjusted to the March (984
beachmark and only seasonally adjusted data are available at this time. Based on
data from Employment and Earnings (U.S. Departinent of Labor).

4. In addition to the revisions noted here, data for January through Junc 1985
have been revised as follows: Jan., 21,382; Feb., 21,480, Mar., 21,644, Apr.,
21,723; May, 21,813, and June, 21,856. These data were reported incorrectly in
the BurLeTin for November 1985 through Muarch 1986,
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2.12 OUTPUT, CAPACITY, AND CAPACITY UTIHLIZATION

Scasonally adjusted

1985 1986 1985 1986 {985 1986
Series
@ e |or | @ e | e e | e | e e or | o
- R E ] —
Output (1977 -- 100 Capacity {percent of 1977 output) Ctilization rate (percent)
] R i T
1 Total industry. ..........v i 124.8 1254 125.6 124.7 155.1 156.2 157.2 158.1 80.5 80.3 7.9 TH.8
ZMining. ... H08.5 107.6 105.1 [00.5 133.9 134.1 134.3 1343 81.0 8.2 78.3 748
I Utiliies . ooooe 111.4 113.7 113.1 112.) 135.4 136.3 136.9 137.3 §2.3 834 82.6 8.6
4 Manufacturing ... 127.6 128.2 128.9 128.5 158.9 160.2 161.3 162.4 80.3 80.0 799 79.1
S Primary processing ... . 109.5 110.4 117 110.7 132.4 132.8 133.2 133.6 82.7 83.1 83.8 82.9
6 Advanced processing ... 138.6 139.0 139.1 139.2 174.9 176.7 178.3 179.7 79.2 8.7 8.0 71.5
TMaterials, ... 114.2 114.8 5.2 113.9 1434 144.3 145.0 145.5 79.6 79.5 79.4 78.3
8 Durable goods oo 120.7 121.4 121.6 119.2 158.9 160.5 161.6 162.2 76.0 75.6 75.3 73.5
Metal materials ... ..., 79.4 82.4 80.2 76.2 117.3 H7.3 116.7 115.6 67.7 70.3 68.7 65.9
113.7 113.8 115.7 116.4 138.2 138.7 139.1 139.4 82.2 82.0 §3.2 83.5
114.1 114.0 116.2 116.6 137.4 137.8 138.1 138.4 83.0 82.7 R4.1 84.3
12 Paper.......oo i 123.8 124.5 128.3 n.4. 136.3 136.5 136.8 n.a. 90.8 91.2 931.8 n.a.
13 Chemical .........oooo ool 114.6 114.2 HS.7 n.. 142.6 i43.1 143.5 n.a. 80.4 79.8 80.6 n.a.
14 Energy materials .................. . 103.2 104.2 103.6 102.5 120.6 120.9 121.2 121.5 85.% 86.1 85.4 84.3
Previous cycle! 1atest cycle? 1985 1985 1986
High low High Low June Oct. J Nov, Dec. Jan. Ieb. Mar.’ Aprr May” June
Capacity utilization rate (percent)
R
15 Total industry . S §8.6 72.1 86.9 69.5 8.5 79.8 §0.3 80.7 80.8 79.9 79.0 794 8.9 78.3
I Mining . ............. 92.8 87.8 9s5.2 76.9 82.7 809 79.7 80.0 80.0 78.4 76.4 76.0 74.7 73.6
17 Utilities ............. 95.6 82.9 88.5 8.0 84.1 82.7 823 85.3 83.8 82.1 81.8 82.2 81.3 81.4
18 Manufacturing ... ... §7.7 69.9 86.5 o8.0 80.1 7.6 80.2 80.4 80.7 79.4 79.1 79.5 7.2 4.6
19 Primary processing ... 91.9 68.3 89.1 05.1 82.0 #3.1 83.0 833 84.8 83.9 82.9 833 83.1 2.1
20 Advanced processing . 86.0 1 85.1 69.5 79.3 78.0 7.0 79.0 8.8 78.1 77.2 779 7.5 77.1
2t Materiads .. ... ... 922.0 70.5 9.1 68.4 8.1 79.3 79.2 8.1 80.2 79.6 78.5 78.7 8.3 71.9
22 Durable goods ....... 91.8 64.4 89.8 060.9 76.5 5.2 5.8 75.8 76.4 75.2 74.2 41 73.5 3.0
23 Metal materials. . ... 99.2 671 93.6 45.7 69.0 09.4 AR w7 71.3 68.4 66.4 66.8 06.6 64.4
24 Nondurable goods . . .. 91.1 66.7 88.1 70.6 81.0 81.9 81.5 2.7 83.5 83.7 82.4 83.5 83.5 83.4
25 Textile, paper, and
chemical 928 64.8 89.4 68.6 81.4 82.4 82.1 43.5 84.3 84.6 834 84.2 #4.3 84.4
26 Paper ... A 98.4 70.6 97.3 79.9 H).§ 88.8 9.1 94.7 94.8 m.7 929 93.6 X2 B A
27 Chemical ..., .. 92.5 64.4 87.9 63.3 9.2 80.5 78.8 80.1 81.1 80.9 79.9 80.4 810 ...
28 Energy materials .. ... 94.6 86.9 94.0 82.2 87.3 86.2 84.7 87.4 85.9 85.7 84.7 84.7 84.4 839
1. Mounthly high 1973, monthly low 1975, Novk. These data also appear in the Board's G.3 (402) release. For address, sce

2. Monthly highs 1978 through 1980; monthly Jows 1982, inside front cover.
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value A

Monthly data are seasonally adjusted

1977 s 986
— D7 ks . 198 1986
irouping por- | Ave. r -
tion June | July | Aug. | Sept. | Oct, j Nov. | Dec. | Jan. | Feb. | Mars | Apr. | May? | Junet
Index (1977 - 100)

MAJOR MARKET
I Totalindex ......oovoviii i, 100.00 | 124.5 | 124.3 | 124.1 | 125.2 | 125.1 | 124.4 | 125.4 | 126.4 | 126.7 | 125.6 | 124.4 | 125.2{ 124.7 | 124.1
2Products oo 57720 R3LT | 13061 1316 ] 133.0 1 133.0 | 1308 | I33.S | 1340 | (344 ] 133,04 132,01 ] 133.1) 132.6 | 1318
3 Final products ... 44.77 | 132.0 | 130.6 [ 130.8 ] 133.3 [ 1333 | 1319 | (337 | 134.4 | 1344 | 1328 | 1315} 132.6 | 131.9 | 131.2
4 Consumer goods ... 25.52 [ 1207 | 1204 12000 | 1205 ] 12081 1208 { 122.7 | 124.2 | 123.9 ) 123.2 | 122.5| 124.4 | 1239 | 123.7
S FEquipment ... 19.25 | 147.1 146.6 | 147.3 | 149.0 | 148.6 | 146.6 | 148.3 147.9 | 148.4 | 145,51 143.4 | 1435 ] 142.6 | 141.1
6 Intermediate products. ... 12.94 1 130.6 1314 | 1307 1320 1323 | 131.5 | 1327 1329 1344 1341 ] 134.1 | 135.0 ] 134,9| 134.0
T Materials ... 4228 | 1147 | 1431 1138 114.5[ 114.2] 1142 ) 1143 | 1159 | t16.2 | 1154 1140 1144 ] 113.9| 1134

Consumer goods -

8 Durable consumer goods ... ... L GRY | 1129 11220 113 11401 1129 1114 ) 11SS | HG68 | 11661 1163 | 113.0] (162 | 113.4 ] 1135
9 Automotive products ... 298 | LIS [ 1134 115.0 | 1200 | 1178 129 ] 6.8 | 116.6] 117.0| 183 | 1128 | 118.6 | 1152 ] 116.4
1 Attos and tracks ... L7900 H2.0 11094 1137 1202 116.6 | 108.7 { 1137 [ 112,00 1162 188 107.6 | 116.0 | 17| 1130
N Autos, consuimer 1.16 ] 98.9 97.0] 1011} 1003 | 988 9231 949 9991 103.6 [ 107.0 95.1| 101.0| 94.5 99.6
12 Trucks, consamer ... .. .. 63 (1363 | 1323 | 137.2] 1S54 14971 139.1 | [48.6 | 134.5 | 139.5] 1406 | 130.6 | 1439 | 1409 | .....
13 Auto parts and allied goods. . ... ... 19 [ 1197 | 1194 | 1168 ] 119.6 ] 119.5| 1193} 1214 123.4 | 18.2{ N7.7] 12006 1225 ] 122,01} 1215
4 Homegoods....................... 390 [ 1103 | 1109 | 1084 100.5] 1093 | (102 [ 1145 | 169 | 11641 4R | 113.2 ] 143 | 121 | 1113
3 Appliances, A/Cand TV ..., 1.24 | 129.5 | 1305 | 121.6 | 124.5 | 123.7 | 126.3 | 139.4 | 145.4 | 138.8 | 136.5| 135.5 [ 1400 | 133.7 | 1319
16 Appliances and TV ..., ... 1911303 1 13071 1232 | 125.5 ] 125.6 | 128.6 | 1419 | 148.4 [ 1415 139.1] 1379 ) 1408 | 1358 | .....
17 Carpeting and furmiture ... 961 119.4 119.6 1 122.2 ] 119.51 1202 | 120.1 | 1229 118,91 12234 1209 1184 ) 1198 | 187 ([ .....
18 Miscellancous home goods ... .. ... L7 936 91,21 912 93.0| 927 929 9.9 952 9691 95.0( 940 | 9314 92T ...
19 Nondurable consumer goods. .......... 18.63 | 123.6 | 123.5| 123.4 ] 124.2] 12501 | 1243 1 125.4 | 127.0 | 126.5 | 125.7| 126.0| 1272.5| 127.8 | 127.5

20 Consumer staples ..., 1529 (1294 | 129.6 ] 1293 | 13034 13010 1301 1 1300 | 133.0 7 1322 1307 1322 ] 1338 | 1343 | 1343

21 Consumer foods and tobacce 7.80 11297 | 130.5{ (30,0 § 130.8 | 1315 [ 1295 130.7 | 1324 | 1313 1309} 1301 { 1326 1329 .....
22 Nonfood staples. . ............ 7.49 | 129.1 128.7 1 128.5 | 129.7 1 130.5| 130.6 | 131.2 (33,6 | 13301 13015 ¢ 13335 1350 13571 1354
23 Consumer chemical products .. .. 275 | 1475 | 1454 1 1454 | 149.1 | 1S1.4[ 1494 | 1524 | 1529 | IS3.8 | I55.6 | ISS.4 [ 15701 1S7.9(.....
24 Conswmer paper products ., ... .. 188 {1437 1 144.6 | 144.9 | 1439 | 1447 1 1455 1 145.7 | 1480 | 1444 | M1L7| 1465 | 1475 1493 | ... ..
25 Consamer energy............... 286 11019 | 102.2 | 10L.S | 10181 101.0] 1029 101.4 105.6 1 105.8 1 1021 [ 103.5| 10S8 | 1055} .....
26 Consumer tuel ... .. 1.44 1 8RS 88.8 | 8921 9.1 | 858 902 %1 9231 939 9141 910 936] v42|.....
27 Residential utilities 1427 ..., HS9 | H4.0] 1270 1165 NS89 [ 1192 1178 H3.0| 162 1182 ... | .....
Equipment .
28 Business and defense equipment ..., .. 18.01 | 147.8 | 147.4 | 147.9 ] 149.7 | 1494 | 147.5 | 149.7 | 1494 | 150.3 | 148.3 | 147.1 | 148.1 | 1478 ] 146.5
29 Business cquipment oo 14.34 | 1413 | 140.7 | 141.3 1 143.0 | 142.2{ 139.6 | 1417 | 114 14290 1400 | 139.1 | 1403 139.6 | 138.0
30 Construction, mining, and fann . 2.08 1 67.7 67.7 68.6 67.2 67.0 65.9 ] 68.2 68.3 67.7 65.3 6.4 61.9 610 .....
3 M‘muiauunng 327 (128 | HL9 | 135S HIS ] (48 | 1L7 | 1128 | $12.8 ) 1130 1140 1391 113.5] Hio| 112.2
32 Power.............. 1.27 ] 83.6 8411 85.6| 84.5] 8511 855] 847 87.11 845 834| 82S| 828 8LS|] K27
33 Commercial ... ..... §.2212193 | 219.6 [ 219.5] 2228 ( 2194 | 213.91217.7 1 217.91 219.2 | 2164 | 215.6 | 2158 | 216.4 | 2119
34 Transit. .. ..o 2,49 [ 106.1 | 1034 | 103.3 | 106.0 ] 108.3 | 1097 | 111.2 | 107.7 | 4.6 | 111.4 | 105.0 ] 112.0 | 108.2 ] 110.3
35 Defense and space equipment. ... 3.67{173.6 173.4 | 173.9 | 175.5 | 177.5 | 178.7 | 180.7 180.7 | 17931 176.7 | 1785 1788 | 179.5 | 179.7

Intermediate products
36 Construction supplies................. 59511190 1 1925 194 1205 F 1203 1200 | 1209 | 1207} 124.0 ] 123.5 1 120.5 0 1242 | 124.3 ] 123.0
37 Business supplies .. .. 6.99 1 140.5 141.7 | 140.3 | 140.9 | 141.7 | 141.2 } 1427 143.3.0 14321 14311 143.0] 1440 | 1439) ... ..
38 General business \llp[)llkb S67 11444 | 146.1 | 144,41 145.1 | 1454 | 1448 | 1467 | 146.8 | 147.2| 146.7 | 1469 | 148.0 | 1484 ... ..

39 Commercial energy PlUdlILL\ ......... 1311237 1227 | 12274 122.5 ] 1257 | 1257 [ 1253 1281 | 1259} 127.5 [ 1264 1273 | 1246} .....
Muterialy

40 Durable goods materials............... 20,50 (1208 | 12081 120.2 [ 1208 | 1202 | 1204 | 1207 | 122,01 | 123.2 § 1215 120.0 | 1200 F 119,01 | 118.5
41 Durable consumer parts............. 4.92 | 100.7 98.7 98.3 | 100.0 99.0 | 100.2 1 101.6 1015} 103.9 [ 103.2 | 100.7 99.6 98.3 98.7
42 Fguipment parts .o 5.94 1159.0 | 1573} 157.0 | 158.7] 156.5 | 154.0 ] 1550 | 155.1 | 1S4.8] 154.0] 153.4 | 154.0| 1525 ] 152.3
43 Durable materials ne.c.......... L. 9.64 | 109.7 109.6 | 108.6 | 110.2 ] 108.7 | 1099|1114 H2.3 1 1371 1109 1093 | 109.6 | 1092 107.7
44 Basic metal materials ..o 4.64 | 4.8 85.0 [ 82.5] 85.1] H2.8| B85.8| 87.6 885 | 87.5] B34 812 819 813|.....
45 Nondurable goods materials ... ... .. 10,09 ] 1122 | FIL8 [ 1128 113.5 ] 1147 ] (13.4 | 113.0 | 149 | H63 | H6d ) 11471 1163 1164 1164
46 Textile, paper, and chemical

materials oo 7.53 | Hi2.4 LEL7 | 1135 | t38 ) His. ) (13.5 ] 113.2 HS2 | 1164 HI68 [ 11531 1164 | 1167 ] 1168
47 Textile materials ... 1.52) 97.7 97.3 ] 100.2 | 1044 | 104,01} 101.2 ] 104.4 020 10321 W73 [ 1049 ] 106.7] 1059 .....
48 Pulp and paper materials | 1SS [ 1237 1 1233 | 1250 [ 1228 | 1237 1 (20,1 1123.0 | 1293 | 129.5 | 128.2 [ 127.2 | 1284 ) 1280 .....
49 Chemical materials ... ... .. 4461 113.6 | 1126 114.01 (138 ] 1159 115.0 | 1128 | 1148 1163 [ 1161 146 1ISS| Hed ]| .. ...
S0 Miscetlaneous nondurable mat 257 11113 P20 18] 1127 | 1351 113.3] 1125 3.9 MS3 7 115.2] H3.2 ) 1160 | 1155 | ...,

St Energy malterials 1169 | 1043 | 1051 ] 103.5 | 102.7 | 103.4 | 1042 | 102.5 | 10581 1040 | 1039 102.7 | 1029 ] 1026 102.0
52 Primary energy e 75T 107.8 | 109.0( 10741 106.4 [ 106.8 ] 1082|1067 | 109.0 | H6B | 107.6| 1071 1079 107.2].....
53 Converted fuel materials ... 0 4.12 | 97.9 v8.1 96,2 959 97.0) 968 | 94.7 | 100.1 99.1 97.0 | 948 | 935 Y420 ...
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2.13 INDUSTRIAL PRODUCTION Indexes and Gross Value—Continued
R 1985 1986
Grouping SIC | pro- | 1985
Jsrouping code | por- | avy.
tion June | July | Aug. [Sept. | Oct. [ Nov. | Dec. | Jan, | Feb. |Mar.r | Apr. [ May? | June”
Index (1977 = HXn
MaJor INDUSTRY
I Mining and utilities................] ... .. 1579 | 1106 11061 109.4] 109.1| 1103 1099] 1089 110.8] 110.2] 108.0( 1062 1062} 104.6] 103.8
2 Mining R 983 109.01 1106} 108.7| 108.3| 108.4] 108.4| 106.9] 107.4| 107.4| 1053 102.7} 102.1| 100.4 98.9
30 Utilities. .. ..o S.96 1 13210 1340 1070 1030 113.21 112,41 11220 16S| 11461 112,41 11221 112,81 111.6] 112.0
4 Manutacturing ... ] o 84.21 [ 1271} 1267} 1269 1282 127.7] 127.2{ 128.4] 129.1| 129.8| 128.8| 128.01 1289} 128.6] 127.9
5  Nondurable ............ U IS0 ] 125.61 125.5) 125.6| 126.6] 1269 126.4| 127.3| 128.0| 129.1] 128.5] 128.3F 129.3| 129.7] 129.6
6 Duruble... ... 49.10 | 128.2| 127.6| 127.9] 129.4| 128.3| 127.7] 129.2{ 129.9] 130.4| 129.0] 127.7| 128.5} 127.8] 126.7
Mining
TMetal, oo 10 SO0 7S 7751 609 T3 T4 742 7831 743 55| 772 WA .ooop o]
8Caub..o.o i N T2 ) 160 [ 127.5F 134.0( 128.01 127.7] 1263 130.1[ 125,51 128.0| 130.6( 124.9( 123.5} 124.5[ 1224 .....
9 il and gas extraction co 13 7.07 [ 106.3] 106.9] 106.9] 105.5( 106.0[ 104.8] 103.5{ 104.4| 103.6( 161.4 985 9.1 9591 943
10 Stone and earth minerals. .......... 14 66| HISST 1N7.9] ti6.6] 177 119.3] 1204 119.0] 4.0 117.1] 120.2| 115.2] 1207} H7.0|.....
Nondurable manufuctures
11 Fi s 204 796 ) 13101 1301.8] 132.2) 132.6] 132.5} 130.7( 1314 132.6( 133.2| 133.8| 133.0] 134.0} 135.2( .....
12 21 620, 98.9| 96.0f 97.71 97.8] 105.3[ 104.5] 103.5] 99.3[ 97.9( 93.0{ 1014].....].....
13 Textile mill products ... .. 220 229 ] 102,51 103.3] 10411 106,31 106.7 104.9] 108.0] 106.3| 107.4] 110.4| 10841 110.0] 1094 .....
14 Apparel products ......... . 23] 279 10081 99.2] 1X.6] 100.4] 101.8}) 102.6] 103.9] 105.0] 105.8] 103.6] 104.0] 104.3] 103.6] .....
15 Paper and products................ 260 305 [ 127.4 1271 129.0( 127.5] 128.64 12731 128.2| 132.3} 133.1] 132.1] 132.0] 132.0] 132.2] .....
16 Printing and publishing ............ 274 4.54 [ 155.3] 156.7] 154.3| 156.3] 156.2 157.00 159.0 (58.4] 158.9] 155.4| 158.1{ 160.0] 161.1] 160.5
17 Chemicals and products ... .. o 281 B.0S|127.1( 126.41 1264 128.2] 129.0] 127.9] 128.0| 128.5] 130.5] 130.9} 13111 132.0] 132.0] .....
18 Petroleum products ....... 29( 2.40| 867 87.1 88.3| 88.2] 859 87.7| 87.3; 88.7| 92.6] 884 87.8| 91.3| 91.6] 91.9
19 Rubber and plastic products. . . 30| 2.80 | 147.0) 145.5) 145.6| 14B.01 14R.6{ 148.7| 150.5] {50.0( 150.5| 150.7| 149.0] 147.3] 147.5] .....
20 Leather and products.............. 31 S3po09 TLS| 722 727 23] 714 21| 699 67.5| 67.0| 654 64.6] 63.6{.....
Durable manufuctures
20 Lumber and products.............. 241 230..... N5 113.0f (48] 11591 116.5] 115.6] 116.5( 119.9f 1182 HBS| 119.0] ..... | .....
22 Furniture and fixtures ... .. . 250 127 142.0| 141.9] 145.3] 14431 143.2] 141.9] 144,11 142.1| 143.9] 145.4| 145.0] 146.5] 146.8] .....
23 Clay, glass, stone products......... 32 2721 148 U6 11S1| H6.2) 116.2] 1156 11527 1182 120.2) 118.8] 120,0] 121.5] 1204 .....
24 Primary metals 33 5.33 1 80.6( V83| 9.0 B2.0( 803 83 83.6 81.7] 849} 80.7| 774 78.1 769 722
25 lIron and steel 3312 349 707 67.6f 687 7T1.6| 69.7( 744 7531 72.0] 755 69.9| 649 65.6| 634 .....
26 Fabricated metal products .. 34| 6461 1078 107.4] 1073 107.8] 107.5] (08.4| (07.9] [08.8] 109.3[ [09.4| 108.5( {0R.6( 107.8{ 107.2
27 Nonelectrical machinery ..., .. . 35 Y.54| 146.6| 145.6] 147.5| 149.2| 146.5| 143.0] 145.6] 146.0] 146.2| 144.6( 143.2( 141.6] 142.5| 141.5
28 Electrical machinery ... . 36 705 1693 169.5] 1657 166.1] 165.1] 1651 168.9] 171.9] 167.9] 165.5| 165.6( 167.1] 166.4| 163.6
29 Transportation equipment . ... ... .. 370 903 | 123.2] 121.8] 123.7| 126.8] 126.2| 124.5] 126.5] 126.8| 128.91 128.1| 124.3| 127.9] 125.6] 126.8
30 Motor vehicles and parts... ... .. 370 525 1128 1OS| 1128 1168 1153 11L7) 114.5] 1154 117.8] 117.8] 110.4] 114.8] 110.8] 112.8
31 Aerospace and miscellaneous
transportation equipment. .. .. 372-69 1 3.87 | 137.5) 137.1] 138.5] 140.4] 141.1] 141.9] 1429 142.3] 144.0} 142.1] 143.1] 145.6] 145.7] 145.8
32 Instruments ... .. 3R 2,66 | 139.9] 140,7) 1411 141.8] 139.4] 139.8( 140.7| 140.6| 141.1] 141.8} 142,51 143.0] 141.0] 140.5
33 Miscellancous manufactures. . ... ... 39| 1461 96.4| 96.8F 959 97.2] 96.4) 959 94.5| 963 99.0( 981} 97.2] 97.9| 98.0| .....
Utilities
34 EBlectric. ..o e 4071 9.5 194 1175 67| 120,61 11931 87| 12441 119.9] 185) 11981 122.2( 1210 .....
Gross value (billions of 1972 dollars, annua) rates)
Masor MARKET
35 Products, tofal . ... o] o 517.5 | 773.4] 773.5] 769.0| 778.7} 777.9( 772.2| 782.8| 783.3| 792.9| 786.3| 777.2| 788.1| 782.0| 771.5
36 Final oo e 405.7 1 614.8] 614.0| 610.1] 618.6] 617.8| 613.0] 622.4( 622.1| 629.2]| 623.7] 614.6]| 624.9| 618.8] 615.4
37 Consumer goods P 272.7{ 364.8] 364.0( 361.7] 366.2( 365.6( 363.8] 370.5( 373.6( 375.0{ 373.9( 370.5| 379.1( 374.8{ 372.6
38 Equipment..................oof . 133.0 1 250.1| 251.0| 250.3| 252.4| 252.2| 249.3| 251.9| 248.5| 254.1| 249.8{ 244.1( 245.8| 244.0] 242.8
39 Intermediate. ... | o 1119 ] 1S8.61 159.7| 160.4] 160.1[ 1604 159.21 160.4| 161.2] 163.7] 162.6] 162.6| 163.2| 163.1] 162.0

utilization rates was released in July 1985. Sec

[ndustrial Production”
(1977=

A A major revision of the industrial pmductmn index and the capacity
“A Revision of the Index of
and accompanying tables that contain revised indexes
1) through December 1984 in the FEDERAL RESERVE BULLETIN, vol. 71

(July 1985), pp. 487-501. The revised indexes for January through June 1985 were
shown in the September BuLLenin,

NoTE. These data also appear in the Board’s (12,3 (414) release. For address,
see inside front cover.
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2.14 HOUSING AND CONSTRUCTION

Monthly figures ave at seasonally adjusted annual rates except as noted.

1985 1986

Item 1983 1984 1985
Aug. Sept. Oct. Nov. Dec. Jan. Feb | Mar.r Aprf_‘ May

Private residential real estate activity (thousands of units)

- — e —p——————
New Unirs

1 Permits authorized 1,605 1,682 1,733 1,782 1,846 1,703 1,668 1,839 1,861 1,808 1,834 1,885 1,788
2 Afamily. ... o 902 422 957 990 956 Y84 932 963 1 1,060 L0330 1043 ) 1139} 1092
3 2-or-more-family 703 759 777 2 890 719 736 876 801 775 1 746 696

48turted .. L7703 | 1,749 | Lyd2 | L737 ) 1653 | 1,784 | 1,654 | 1,882} 2,034 [ 2,000 [ 1,960 | 2,019 [ 1,860
5 1-family o 1067 | L0840 B072 | LO71 4 006 | LUI8 | LOO6 T 1,098 | 1,335 1202 1221 1,242 1,247
6 2-or-more-family 635 665 669 666 647 666 648 784 699 799 739 71 613

7 Under construction, end of period!. ... .. 1,003 1,051 1,063 1,079 | 1,065 1,089 1,087 1,088 1,094 t, 11() 1,099 | 1,133 1,134
8 bfamily.......oooon o 524 556 539 582 568 578 570 561 571 81 574 587 599
9 2-or-more-family ..o oo 47‘) . 494 524 499 496 512 517 528 522 52‘) 526 546 535

1,390 | 1,652 1,703 1,720 [ 1,778 1,541 1,721 1,762 1,778 1,725 1,806 | 1,683 1,814
924 { 1,025 1,072 1,032 | 1,100 | 1,072 1,095 1,141 1,075 1,038 LISY L 1,128 1,132
466 627 631 688 678 469 626 621 703 687 653 SSR 682

10 Completed
I I-family. . ..
12 2-or-more- ldnnly

13 Mobile homes shipped.. ... . 296 296 284 286 283 291 287 285 280 266 240 249 239

Merchant builder activity i A
14 Numbersold .................. . 622 639 688 708 681 637 722 729 735 741 916 864 764
15 Number for sale, e 304 358 350 348 350 353 353 349 152 152 139 337 334

Price (thousandy of dollars)?

Median

16 Unitssold..........oooooon o1, 75.5 80.0 84.3 433 84.6 85.4 87.2 87.9 86.6 89.7 88.2 92.5 92.3
Average

17 Unitssold.............ooooo o 89.9 97.5 1010 99.2 102.6 102.7 104.1 106.1 104.1 106.6 108.2 [ 1119 6.1

Existineg Unirs (1-family)

I8 Numbersold ..o oo 2,719 | 2,868 | 3,217 | 3,430 | 3,480 | 3,530 | 3,450 3,520 [ 3,300 ) 3270 | 3,200} 3,50 [ 3,450
Price of units sold (thousands of dollars)?

19 Median ... ..o 69.8 72.3 75.4 71.2 75.9 75.2 74.9 75.5 77.1 77.4 79.8 80,2 83.2

20 AVETage ..ol 82.5 85.9 9.0 93.2 91.4 91.2 9.3 91.8 93.0 93.1 96.8 9K, 1 101.7

Value of new construction® (millions of doltars)

CONSTRUCTION
20 Totab putinplace ............... ... .. 279,2407 | 327,209 |355,5707 [353,2877 | 361,337 1374,0147 |357,6307 | 365,5547 [373,3787 | 373,947 | 368,027 {371,648 (374,658
2 Prvate L. 228,527 (271,97371292,7927 1289,7597 [ 296,024 1311,9527 {294,425 300,619 |305,3667 [ 305,682 | 298,868 [301,180 {300,300

23 Residential 126,5537 {155, 1487 | 158,818 |154, 8667 | 160,976 {174,840 | 158,210 161,786 {163,4137| 164,713 | 165,645 {167,792 |169,815
24 Nonresidential, tota 101,974 {116,825 1133,9747 (134 8937 1135 0487 [137,1127[136,2157 | 138,833 {141,9537 | 140,969 {133,223 |133,388 130,485

Buildings
25 Industeial ... 12,863 | 13,746 | 15,7697 | 15,3467 | 15,8227} 15,8727 | 16,0957 16,5467} 15,7831 16,381 13,354 | 14,666 | 13,776
26 Commercial . 35,789 | 48,100/ | 59,6267 | 59,448 | 60,9947 | 60,7707 | 61,1857 63,8637 | 65,2227| 63,494 | 60,706 | 59,915 | 58,080
27 Other..........0 b ELL838T| 12,5477 12,6197 13,1457 12,8597 12,7907} 12,7487 12,4877 12,7817 13,065 ] 13,131 ] 13,031 | 13,260
28 Public utilities and other ... .. L. 41,4847 | 42,4327) 459607 | 46,9547 | 45,3737 | 47,680 | 46,1877 | 45,9377 | 48,1677 | 48,029 46,022 | 45,176 | 45,369
29 Public ..o SO,715 | §5.23271 62,7717 63,5287 | 65,312 | 62,063 [ 63,205 | 64,935 | 68,0137 68,264 | 69,159 | 70,467 | 74,357
30 Military. .. 2544 2,839 1 328% 1 3,131 36287 2,8547| 3,598 3,539 | 34077 3974 3,673 | 3,592 | 3,784
3 Highway oo S0 14143 ] 16,3437 19,9981 19,979 19,516 ] 19,3547 ) 19,8547 21,0077 22,1291 22,273 | 22,673 | 23,283 | 23,792

48200 4,654 49520 47681 52557 4,946 S.090r | 4,958} S6i4 ] 4372 4598 | 4,954 | 4809

32 Conservation and development ,
29,2087 31,396 { 34,5447 | 35,6507 | 36,9137 | 34,9097 | 34,6637 | 35,4217 36,8637 [ 37.645 | 38,215 ] 38,638 | 41,972

33 Other.....ooooo

1. Not at annual rates. Norte. Census Bureau estimates for all series except (a) mobile homes, which
2. Not seasonally adjusted. are private, domestic shipments as reported by the Manufactured Housing
3. Value of new construction data in recent periods may not be strictly Institute and seasonally adjusted by the Census Bureau, and (b) sales and prices of
compdmb]«~ with data in prior periods because of changes by the Burcau of the existing units, which are published by the National Association of Realtors. All
Census in its estimating techaiques. For a description of these changes see back and current figures are availuble from originating agency. Permit authoriza-
Construction Reports (C-30-76-5), issued by the Bureau in July 1976, tions are thuse reported to the Census Burean from 16,000 jurisdictions beginning

with 1978,
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2.15 CONSUMER AND PRODUCER PRICES

Percentage chunges based on scasonally adjusted data, except as noted

Change from 12 Change from 3 months cartier - i

months earlier (at annual rate) Change from 1 momth carlier Index

level

ftem June

1985 1986 1986 1986

1985 1986 e (1967

June June < 100)!

Sept. Dec. Mar. June Feb, Mar. Apr. May June
(DU UGN SN S S 4L
CONSUMER PrICES?
T ARdtems ... A7 1.7 2.4 5.3 ~-1.9 1.5 -4 -4 -3 2 5 3279
2EHo0d oo 2.4 2.5 2.1 5.9 1.4 3.4 -7 A 3 4 1 317.1
3 Energy ftems ..., 1.9 2.9 ~3.2 33 4.2 [ 125 38 -6.5 -58 3 23 380.6
4 Al items less food and energy . .......... 4.4 4.0 34 5.4 4.1 30 2 4 4 .1 3 325.9
S Commodities ............ ... ......... 2.5 1.2 1.1 3.6 3 -85 B! - -1 -1 .1 262.0
6 Services......o 5.6 5.1 4.8 6.5 6.5 52 4 b 7 2 4 395.9
PRODUCER PRICES
7 Finished goods. ... ... .o 1.1 N -2.4 9.2 12.4 1 1.6 R -6 b 0 288.9
8  Consumerfoods.................... .. RS 2.4 2Y 16.0 7.4 5.3 -7 3 | 1.1 0 275.1
9 Consumer energy .................... KN 283 1.3 20.7 67.6 215 991 124 8.4 27 .6 531.5
10 Other consumer goods . ............... 2.6 2.2 0 4.4 29 1.4 .1 8 2 2 K] 257.6
11 Capital equipment .. ... oL 2.2 1.8 9 5.6 N 1.9 R 2 3 N A 305.8
12 Intermediate niaterials? .. o 2 4.0 1.3 2.9 119 4.7 .4 1.3 L0 3 .0 312.8
13 Excluding energy..................... 6 . -1 0 ~1.2 1.2 3 NG 0 3039
Crude materids
14 Foods.... . ... .. 10.2 33 20.6 47.0 -25.2 .S - - -3.1 4.1 -4 226.1
{S  Energy. 4.2 26.5 5.9 -50.1 -35.5 -9.5 - 6T -1.7 2 3.0 554.2
16 Other.o....... o i 9.3 11 4.4 1.5 -37 10.5 -3 1.87 1.2 2 1.1 250.0
1. Not seasonally adjusted. 3. Excludes intermediate materialy for food manutacturing and manulactured
2. Figures for consumer prices are those for all urban consumers and reflect a animal feeds.

rental equivalence measure of homeownership after 1982, Source. Burcau of Labor Statistics.
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2.16 GROSS NATIONAL PRODUCT AND INCOME

Rillions of current dollars except as noted; quarterly data arc at seasonally adjusted annual rates.

19857 1986
Account 19837 19847 19857 . T —
02 Q3 04 Ql 107]
I —_— _ ——— oo 4 4’»%—g4~
GRross NATIONAL Probpucrt
Llotal .o 3,405.7 3,765.0 3,998.1 3,965.0 4,030.5 4,087.7 4,149.2 4,182.3
By source .
2 Personal consumption expendilures .............. ..., . 2,234.5 2,428.2 2,600.5 2,576.0 2,627, 2,667.9 2,697.9 2,730.1
3 Durable goods . ... ... .. 289.1 3312 359.3 354.0 3733 362.0 360.8 374.7
4 Nondurable goods. .. 816.7 870.1 905.1 902.3 97.4 922.6 929.7 926.0
S SRIVICES ot i e 1,128.7 1,227.0 1,336.1 1,319.7 1,346.4 1,383.2 1,407.4 1,429.4
6 Gross private domestic investment .. ... .o e 502.3 662.1 6611 7.4 057.4 6695 708.3 691.4
7 Fixed investment .. 509.4 SO8.0 650.0 648.0 654.3 672.6 664.4 6719
% Nonresidential . . 356.9 416.5 458.2 459.2 4598 474.0 459.2 457.3
4 Structures. ... ..o.ooee 124.0 139.3 154.8 156.1 155.0 157.2 154.6 142.1
10 Producers’ durable equipment . .. 232.8 271.3 303.4 03.1 304.7 316.8 304.6 315.2
It Residential SUctures. ..o ii i e 152.5 181.4 191.8 188.8 194.5 198.6 205.3 214.6
12 Change in business inventories ......... 7.1 64.1 i 19.1 3.1 1 43.8 19.5
3 NOBARI . o e e 4 56.6 12.2 10.4 3.2 16.7 41.2 12.4
14 Net exports of goods and services ... oo 6.1 -58.7 - Ry =771 - 837 105.3 --93.7 —96.4
15 Exports......... . .. 3525 382.7 369.8 370.0 362.3 368.2 374.8 375.6
16 [WIPOIES o e 358.7 441.4 448.6 447.1 446.0 473.6 468.5 472.0
17 Government purchases of goods and services.................. 675.0 733.4 815.4 799.0 829.7 855.6 836.7 857.2
18 Federal ... . 283.5 313 354.1 340.9 360.9 380.9 355.7 364.8
19 State and local 391.5 422.2 461.3 458.1 468.8 474.7 480.9 492.4
By major type of product
20 Vinal sales, total ..o o 34128 3,700.9 39870 3,9459 4,027.4 4,090.8 4,105.4 4,162.8
21 Goods .......... .. 1,396.1 1,576.7 1,630.2 1,622.4 1,642.8 1,644.1 1,669.0 1,666.7
22 Durable . .. 573.3 675.0 700.2 6931 710.3 709.1 710.6 708.0
23 Nondurable . 822.7 901.7 930.0 929.3 932.5 935.0 958.4 958.7
24 Services .. ... .. 1.682.5 1,813.1 1,959.8 1,935.4 1.971.9 2,025.5 2,057.7 2,089.3
B T 4 11 v 3271 3751 408.1 407.2 4159 418.1 422.6 426.3
26 Change in business inventories . 7.1 64.1 1.1 19.1 31 31 43.8 19.5
27 Durable goods .............. . ~1.0 39.2 6.6 2.3 =27 9.5 28.6 1.6
28 Nowndurable goods. ... -6.1 249 4.5 16.7 S8 -12.7 15.3 179
29 Mirmo: Total GNP in 1982 dollars ..., ... ... ...l 3,279.1 3,489.9 3,585.2 31,567.6 3,603.8 3,622.3 3,655.9 3,665.7
NATIONAL INcoME
30 Total oo s 2,719.5 3,032.0 3,222.3 3,200.4 3,243.4 3,287.3 3,340.7 .k
31 Compensation of employees. ..o oo 2,020.7 2,214 2,368.2 2,352.1 2,380.9 2,423.6 2,461.5 2,478.8
32 Wages and salaries ... 16762 1,837.0 1,965.8 1,952.2 1,976.0 2,012.8 2,044.1 2,057.6
33 Government and government enterprises. .. 324.3 346.2 372.2 368.6 374.2 8.6 387.2 9.7
34 Other . 1,352.3 1,490.6 1,593.9 1,583.6 1,601.8 1,631.1 1,656.8 1664.9
35 Supplement to wages and salari 344.5 377.7 402.4 399.8 404.9 410.9 417.4 421.2
36 Employer contributions for social insurance .. 170.9 193.] 205.5 204.5 206.1 200.1 2129 213.9
37 Other labor income. ... ... oo 173.6 184.5 196.9 195.3 198.8 201.7 204.5 207.3
38 Proprictors’ income! oL Lo 190.9 236.9 254.4 255.5 2493 262.1 265.3 288.0
39 Business and professional! ... .. 178.4 205.3 225.2 222.5 2277 232.7 2409 249.0
A0 BRIl 12.4 3.5 9.2 3.0 21.6 29.4 24.4 39.1
41 Rental income of persons? ... ..o 13.2 8.3 1.6 8.1 7.3 8.3 12.8 15.1
42 Corporate profits' . ... o 2137 264.7 280.7 2743 296.3 285.6 296.4 .
43 Profits before tax¥. ... ..o A 2006 235.7 223.2 213.8 229.2 2358 2243 ..
44 laventory valuation adjistment =109 5.8 6 1.6 6.1 Y94 16.5 n.a.
45 Capital consumption adjustment 17.0 34.5 58.1 89 61.0 59.2 55.6 51.4
46 NCUINIETESE Lo e e et 281.0 307.4 311.4 3.4 309.7 307.6 304.9 299.1
1. With inventory valuation and capital consumption adjustaients. 3. Por after -tax profits, dividends, and the like, see table 1.48,

2. With capital consumption adjustment. SOURCE. Survey of Current Business (Department of Comimerce).
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2.

17 PERSONAL INCOME AND SAVING

Billions of current dolfars; quarterly data are at seasonally adjusted annuil rates. Exceptions noted.
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PLRSONAL INCOME AND SAVING

Commodity -producing industries ...........

MAnUACIUEIDG o e e
Distributive industries .
Service industries ... .
Government and government enterprises. ...

Other labor income. ..o oo
Proprietors’ income! ... oo
Business and professionall |
Farm
Rental income of person
Dividends .. ............ .
Personal interest income . ...
Transfer payments .. ..o
Old-age survivors, disability, and health insurance bene

Less: Personal contributions for social insurance ............
EQUALS: Personal iNCOMe. . ... oo i
Less: Personal tax and nontax payments. ...
Liquars: Disposable personal income. ...
LEss: Personal outlays. ..o
EQUAILS: Personal Saving. . ... ..o
Mimo
Per capita (1982 dollars)
Gross national product. ..o
Personal consumption expenditures

Disposable personal income .. .
Saving rate (PErcent) ...

Gross SUVINE . .. ..o

Gross privale Savinfl. ... ... e it
Personal saving ..
Undistributed corporate profits!. ... ..
Corporate inventory valuation adjustment

Capital consumption allowances
Caorporate
Noncorporate . .. ..

Wage accruals tess dishursements. oo oo

Government surplus, or deficit ( -), national income and
product accounts. ... oo
Federal ..
State and local. ... oo

Capital grants received by the United States, net ... .00
Gross investment . . ... . .. . s

Gross private domestic
Net tOrCIgn. ..o e

Statistical discrepancy. ... ... oo

19837

2,838.6

1,676.6
523.1
97.4
404.2
425.1
3243

173.6
190.9
178.4
12.4
13.2
68.7
931
442.6
221.7

120.1
2,838.6
410.5
2,428.1
2,297.4
130.6

13,963.7
9.138.5
9,930.0

5.4

19847

3,110.2

1,836.8
577.8
4391
422
470.6
346.2

184,5
236.9
205.3
LS
8.3
74.7
446.9
455.6
235.7

133.5
3,110.2
439.6
2,670.6
2,501.9
168.7

14,721.1
9.475.4
10,421.0
6.3

573.3

674.8
168.7

91.0
-5.5

253.9
161.2

—-101.5
- 170.0
68.5

5714

662.1
-90.7

-19

19857

33145

1,966.1
607.7
460.1
469.8
516.4
372.2

196.9
254.4
225.2
29.2
7.6
76.4
476,2
487.1
253.4

150.2
33145
486.5
2,824.0
2,684.7
143.3

14,980.9
9,713.0
10,563.0
5.1

§51.5

687.8
143.3
107.3

268.2
169.0
Rl

-136.3
- 198.0
61.7

545.9

661.1
-115.2

-5.5

985" 1986
Q2 Q3 Q4 Qr Q2
3,298.7 3,323.2 3,382.9 3,432.0 3,480.0
1,953.3 1,976.0 2,012.8 2,044.1 2,057.6
605.0 68,3 617.7 622.0 6199
457.3 460.7 467.5 470.5 468.40)
467.7 4724 4789 485.2 484.3
SHLO hVAN 534.6 549.6 S560.8
369.6 3742 I8L6 387.2 392.7
195.3 198.8 2007 204.5 2073
255.5 2493 262.1 265.3 288.0
222.5 2217 2327 2409 249.0
330 216 29.4 24.4 39.1
8.1 7.3 8.3 12.8 15.1
76.4 76.3 76.7 79.1 81.1
475.3 475.2 480.6 480.8 480.5
484.1 491.1 493.6 S04.7 509.7
2511 256.5 256.8 263.2 2643
149.4 150.7 152.9 158.6 159.4
3,298.7 3,323.2 3,382.9 3,432.6 3,480.0
456.4 491.2 500.7 497.5 500.8
2,842.3 2,832.0 2,882.2 2,935.1 2,979.2
2,658.7 2,712.4 2,156.4 2,789.4 2,823.5
183.6 i19.6 125.8 145.6 155.7
14.928.1 | 15,0405 | 15,0799 | 15,1880 | 15,197.1
9,673.8 9,774.4 9,790.3 9,857.1 9,978.8
10,674.0 10,537.0 10,577.0 10,723.¢4 10,889.0
6.5 4.2 4.4 S50 5.2
566.8 5417 524.1 583.2 n.a.
722.4 679.6 679.2 T14.8 it
183.6 119.6 125.8 145.6 155.7
105.8 118.8 106.8 122.1 n.a.
1.6 6.1 9.4 16.5 it
266.6 270.1 2733 2753 n.al,
166.5 171.2 173.4 171.8 173.9
0 0 A 0 0
--155.6 -138.0 --155.1 1316 ..
-214.8 -197.5 217.6 -201.6 it
59.2 M. 62.5 70.0 n.d.
0 .0 i 0 0
555.0 536.2 525.7 579.6 557.6
067.1 657.4 669.5 708.3 6914
- 112.0 -121.2 -143.8 128.6 -133.8
~11.7 -55 1.6 -3.6 -3.6

1. With inventory valuation and capital consumption adjustments.

2. With capital consumption adjustment.

SOURCE. Survey of Current Business (Department of Commerce).
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3,10 U.S. INTERNATIONAL TRANSACTIONS Summary
Millions of dollars; quarterly data are scasonally adjusted except as noted.!
1985 1986
Ttem credits or debits 1983 1984 1985
“ Ql Q2 Q3 Q4 Qlr
{ Balance on current account -46,605 -- 106,466 -117,676 26,112 -29,417 --28,455] --33,695 | —33,668
2 Notseasonally acljusted. ... oo oo b e —-23,529 30,363 --32,2751 --31,510 | 30,695
3 Merchandise trade balance? ... ... o 67,080 112,522 124,439 --25,045 30,367 -31,6751 37,352 | --36,58S
4 Merchandise exports ..., 201,820 219,900 214,424 55,324 53,875 52,498 52,7217 53,548
M Merchandise imports . -268,900 -332,422 338,863 —80,369 ~H4,242 -84,1731 --90,079 | —-90,133
6 Military transactions, ncl =370 ~1,827 -2,917 --246 =729 =619 1,322 ~945
7 Investment income, netd L 24,841 18,751 25,187 2,219 5,449 8,262 9,255 6,820
8  Other service transactions, net 5,484 1,288 —524 -240 312 422 -32 -73
9 Remittances, pensions, and other transfers . . --3,194 -3,621 -3,787 --1,056 --881 =914 937 --968
10 U.S. government grants (excluding military) --6,286 --8,536 -11,196 -2,224 2,577 --3,087 3,307 ~2,063
{1 Change in U.S. government assets, other than official
reserve assets, net (INCrease, - ) oo v, --5,005 -5,523 —-2,824 --807 1,055 --422 -540 - 146
12 Change in U.S. official reserve assets {(increase, =) ........ --1,196 --3,130 --3,858 -233 -356 -121 3,147 115
13 old, 0 0 0 0 0 0 0 0
14 Special drawing rights (SDRs) ..................... .. —66 -979 —897 - 204 -180 - 264 - 189 -274
15 Reserve position in International Mom\.ny Fund oo 4,434 —-995 908 281 72 388 168 344
16 Foreign currencies ....oovvor oo 3,304 —1,156 -3,869 -250 --248 --245 3,126 — 185
17 Change in U.S. private assets abroad (increase, )3, ..... .. 43,821 --14,987 —25,755 530 1,382 5,324 19,579 --8,416
18 Bank-reported claims 29,928 —11,127 —691 335 3,450 4.0091 8,485 7,842
19  Nonbank-reported claims . . 6,513 5,081 1,665 1,058 [,706 1,517 418 n.a.
20 U.S. purchase of forcign securitics, net -7,007 --5,082 7,977 2,577 -2,328 -1,66 —1,411 -6,138
21 U.S. direct investments abroad, net? ... ... .. ... ...... -373 --3,859 —18,752 1,714 4,213 -6,152] --10,101 | —10,120
22 Change in forcign official assets in the United States
(increase, +) ........... 5,968 3,037 -1,324 11,066 8,486 2,577 1,322 2,510
23 U.S. Treasury securitics . 6,972 4,690 —546 7,174 8,685 -1 --1,976 3,256
24 Other U.S. government uhll --476 13 -295 =306 136 46 17 =177
25  Other U.S. government Imb»lmu“ ................. 725 436 483 --445 06 58 263 192
26 Other U.S. liabilitics reported by U.S. banks............ 545 555 522 -3,025 =107 2,932 7221 -4,124
27 Other foreign official assets®,................ ... ... 1,798 —2,657 1,488 --116 --834 —378 =160 63
28 Change in formg,n private assets in the United States
(increase, +)3 79,528 99,730 128,431 25,313 16,872 33,088 53,158 36,974
29 U.S. bank-veported lial |l|\ . 56,342 33,849 40,387 12,078 606 7,276 20,427 8,582
30 U.S. nonbank-reported liabilitics . ~118 4,704 - 1,172 -2,156 1,837 589 2,232 ..
31 Foreign private purchases of U.S. T reasury sccutities, net 8,721 23,059 20,500 2,217 5,123 7,484 5,676 8,311
32 Foreign purchases of other U.S. sccuritics, net.......... 8,636 12,759 50,859 9,567 7,223 11,628 22,441 18,793
33 Foreign direct investments in the United St-llt.s netd. . ... 11,947 25,359 17,857 3,607 5,757 6,111 2,382 1,248
34 Allocation of SDRS. ..o e 0 0 (4} [4 0 0 0
35 Discrepancy .. . 11,130 27,338 23,006 12,378 6,452 -1,343 5,125 2,861
36 Owing to seasonal adjustments ..o oo | e 1,094 -1,174 —3,687 3,71 1,535
37 Statistical (llscmpancy in recorded data betore seas
AdfUSIMENE . o 11,130 271,338 23,006 11,282 8,026 2,344 1,354 1,326
Memo
Changes in ofticial assets
38 U.S. official reserve assets (increase, =) . o.oovi -1,196 --3,130 —3,858 -233 —1356 -121 --3,147 =115
39 Foreign official assets in the Urited States
(lnLredsc F) 5,243 2,601 - 1,807 —-10,621 7,880 2,519 1,585 2318
40 Change in Organization of Petroleum Exporting Countries
official assets in the United States (part of line 22
above) o --8,283 -4,304 -6,599 1,923 1,843 ~1,831  --1,002 1,395
41 Transfers under military grant programs (excluded from
lines 4, 6, and Wabove) ... 194 190 64 10 12 15 28 20

1. Seasonal factors are not calculated for lines 6, 10, 12-16, 18-20, 22-34, and
~41.
2, Data are on an international accounts (IA) basis. Differs from the Census
basis data, shown in table 3.11, for reasons of coverage and timing; military
exports are excluded from mL.ICll.mdhC data and are included in line 6.
3, Includes reinvested earnings.

4. Primarily associated with military sales contracts and other transactions

arranged with or through foreign official agencies.

5. Consists of investments in U.S. corporate stocks and in debt securities of
private corporations and state and local governments.

NotE. Data are from Bureau of Economic Analysis, Survey of Current Business
{Departiment of Commerce).
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3.11 U.S. FOREIGN TRADE

Millions of dollars; monthly data are not scasonally adjusted.

1985 1986
Jtem 1983 1984 1985 — -
Nov. Dec. Jan, L'eb. Mar, Apr. May

1 EXPORTS of domestic and foreign

merchandise excluding grant-aid

shipments ... o 200,486 217,865 213,146 17,721 16,994 17,006 17,735 18,913 17,965 17,431
2 GENERAL IMPORTS including mer-

chandise for immediate consump-

tion plus entries into bonded

warchouses. ... 258,048 325,726 345,276 30,010 30,728 32,005 28,895 31,972 28,762 30,272
3 Tradebalance........................ —57,562 107,861} -132,129 -12,2%90 -13,74 - 14,999 —~ 11,160 —-13,059 ~10,797 -12,842

Note. The data through 1981 in this table d!L rcportul by the Bureau of Census
data of a frec-alongside-ship (f.a.s.) value basis— that is, value at the port of
export. Beginning in 1981, foreign trade of the U.S. Vlr[,,m Islands is included in
the Census basis trade ddld this adjustment has been made for all data shown in
the table. Beginning with 1982 data, the value of imports are on a customs
valuation basis.

The Census basis data difter from merchandise trade data shown in table 3.10,
U.S. International ‘Fransactions Summary, for veasons of coverage and timing, On

312 U.S. RESERVE ASSETS

Miltions of doltars, end of period

the export side, the largest adjustments are: (1) the addition of exports to Canada
not covered in (,u\sus statistics, and (2) the exclusion of military sales (\Vhldl are
u)mbmul with other military transactions and reported separately in the *‘service
account” in table 3.10, line 6). On the import side, additions are made for gold,
ship purchases, imports of electricity from Canada, and other transactions;
military payments arc excluded and shown separately as indicated above,

Sourck. FTY0 **Summary of U.S. Export and Import Merchandise Trade™
(Department of Commerce, Burcau of the Census).

Type 1982 (983 1984

I Total. ..o 33,958 33,747 34,934
2 Gald stock, including Exchange Stabili-

zation Fundb. . .. 11,148 121 11,096
3 Special drawing rights2? ... . ... ... 5,250 5,025 5,641
4 Reserve position in International Mone-

tary Fund2. . ... 7,348 11,312 11,541
§  Foreign currencies®. .. .......... ... 10,212 6,289 6,656

1985 1986
Dec. Jan. Feb. Mar. Apr. May June
R R S
43,191 43,673 45,505 44,919 46,491 45,260 46,635
11,090 11,090 11,090 11,090 11,089 11,085 11,084
7,293 7,441 7,960 7,839 8,098 8,066 8,213
11,952 11,824 12,172 12,025 12,242 11,789 12,109
12,856 13,318 14,283 11,965 15,062 14,320 15,229

1. Gold held under earmark at Federal Reserve Banks for foreign and interna-
tional accounts is not included in the gold stock of the United States; see table
3,13, Gold stock is valued at $42.22 per fine troy ounce.

2. Beginning July 1974, the IMF adopted a technique for valuing the SDR based
on a weighted average of exchange rates for the currencies of member countries.
From July 1974 through December 1980, 16 currencies were used; from January
1981, 5 currencies have been used, The U.S. SDR holdings and reserve position in
ihe IME also ave valued on this basis beginning July 1974,

3. Includes allocations by the International M()llthu y I und of SDRs as follows:
$867 million on Jan. 1, 1970; $717 million vn Jan. 1, $7I() million on Jan. [,
1972; $1,139 million on Jan. 1, 1979; $1,152 mlllmn on Jan. , 1980; and $1, 093
million on Jan. 1, 1981, plus transactions in SDRs.

4. Valued at current market exchange rates.

3.13 FOREIGN OFFICIAL ASSETS HELD AT FEDERAL RESERVE BANKS

Millions of dollars, end of period

1985 1986
Assets 1982 1983 1984 "
Dec. Jan. Feb. Mar. Apr. May June
1 Deposits oo 328 190 267 480 256 276 273 325 253 354
Assets held in custody
2 U.S. Treasury securities!. ..., ....... .. 112,544 17,670 118,000 121,004 121,995 124,905 127,611 132,017 136,762 137,820
3 Varmarked gold? ... oL 14,716 14,414 14,242 14,245 14,193 14,172 14,167 14,160 14,145 14,128

{. Marketable U.S. Treasury hills, notes, and bonds; and nonmarketable U.S.
Treasury securities payable in dollars and in foreign currencies.
2. Earmarked gold is valued at $42.22 per fine troy ounce.

Nove. Excludes deposits and U S, Treasury securitics held for international
and regional organizations. Earmarked gold is gold held for foreign and interna-
tional accounts and is not included in the gold stock of the United States.
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3.14 FOREIGN BRANCHES OF U.S. BANKS Balance Sheet Datal

Millions of dollars, end of period
1985 1986
Asset account 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. Mayr
All foreign countries
I Total, alf currencies. ... ... ... .. 469,712 477,09 453,656 455,935 458,0127 | 447,529 448,258 458,566 473,884 459,727
2 Claims on United States .............. 91,805 115,542 113,393 115,519F 119,723 16,7977 113,732 118,461 122,435 117,562
3 Pareatbank ..o 61,666 82,026 78,109 82,327 R7,2(1 84,410 80,944 85,164 #8,961 83,339
4 Other banks in United State 30,139 13516 13,664 12,096 13,076 11,757 11,727 12,909 12,766 13,196
5  Nonbanks? ............ e 2210 21,620 21,0967 19,440" 20,6307 21,061 20,388 20,708 21,027
6 Claims on foreigners. ........... N 358,493 342,689 320,162 37,5667 1 315,697 308,6627| 310,653 315,762 325,301 316,216
7 Other branches of parent bank ... .. .. 91,168 96,004 95,184 89,580 91,399 88,393 88,482 91,586 95,238 90,785
8  Banks........ 133,752 117,668 100,397 102,907 102,9507 | 100,449 99,399 101,185 106,588 103,578
9 Public borrowers .. ... 24,131 24,517 23,343 23,613 23,395 23,350 23,603 23,675 23,551 23,823
10 Nonbank foreigners,................ 109,442 107,785 101,238 101,466 47,9487 96,47 99,169 99,316 99,924 98,030
11 Otherassets ..o 19,414 18,859 [ 20,101 22,850 22,597 22,070 23,873 24,343 26,148 25,949
12 Total payable in U.S. dollars ........... 361,982 371,508 350,636 329,622 336,288 321,703 315,295 322,871 330,298 322,437
13 Claims on United States .............. X),085 113,436 111,426 112,353 116,655 13,7377  110,3757} 114,908 118,583 113,671
14 Parentbank ......... 61,010 80,909 77,229 81,162 85,971 83,264 79,609 83,841 87,583 82,045
15 Other banks in United State Lo 29.075 32,597 13,500 11,463 12,473 11,102 11,070 12,216 11,871 12,283
16 Nonbanks® . ... ... i S 20,697 19,728 18,2117 19,371 19,6967 18,851 19,129 19,343
17 Claims on foreigners. ................. 259,871 247,406 228,600 207,3247 1 2099177 198,8067 195,084 | 198,582 201 816 197,800
18 Other branches of parent bank . ... ... 73,537 78,431 78,746 70,548 72,689 68,748 67,630 70,910 73,109 69,692
19 Banks......o..oooooiooi 106,447 93,332 76,940 69,646 71,738 65,779 63,310 63,320 65,478 064,682
20 Public borrowers . 18,413 17,890 17,626 17,277 17,169 16,958 17,127 17,128 16,808 17,180
21 Nonbank foreigners................. 61,474 60,977 55,288 49,853 48,321 47,321 47,017 47,224 46,421 46,246
22 Other assets ..o 12,026 10,666 10,610 9,945 9,716 9,160 9,830 9,381 9,899 10,966
United Kingdom
23 Total, all currencies. . ................. 161,067 158,732 ’—_'—144,385 152,456 148,599 150,835 148,788 150,975 155,867 152,075
24 Claims on United States . 27,354 34,433 27,675 33,706' 33,157 36,319 33,4827 33,990 34,234 34,231
25 Pareatbank ... 23,017 29,111 21,862 26,718 26,970 29,837 27,281 27,881 28,058 28,001
26 Other banks in United Slates? ... ... 433 51322 1,429 1,289 1,106 1,173 1,133 1,129 1,386 1,312
27  Nonbanks? . o 4,384 5,6997 5,081 5,309" 5,068 4,980 4,790 4918
28 Claims on foreigners. 127,734 119,280 111,828 112,933~ 10,2177 109,290 109,802" 111,468 115,485 111,823
29  Other branches of parent bank ..., ... 37,000 36,565 37,953 30,600 31,576 30,394 30,218 31,250 32,516 32,257
30 Banks...o.oooiiiiin oo 50,767 43,352 37,443 40,482 39,250 39,257 39,393 38,929 41,593 38,949
3t Public borrowe . 6,240 5,898 5,334 5,735 5,644 5,949 6,065 5,833 5,642 5,427
32 Nonbank foreigners. ................ 33,727 33,465 31,098 36,1167 33,747 33,150¢ 34.12¢7 35,456 35,734 35,190
33 Otherassets ... 5,979 5,019 4,882 5.817 5,228 5,226 5,504 5,517 6,148 6,021
34 Total payable in US. dollars . .......... 123,740 126,012 112,809 108,699 108,626 108,566 105,272 105,111 107,359 106,439
35 Claims on United States .............. 26,761 33,756 26,868 32,487 32,0927 35,303 32,384 32,746 32,959 32,841
36 Parentbank ........ . 22,756 28,756 21,495 26,210 26,568 29,470 26,874 27,393 27,629 27,584
37 Other banks in United States? ... ... 4.005 5000 1,363 1,205 1,005 1,089 1,047 1,027 1,225 1,152
38 Nonbunks® ......... : o 4,010 5,072 4,519 4,744" 4,463 4,326 4,105 4,105
39 Claims on foreigners............ o 92,228 88,917 82,945 72,908 73,475 70,345 69,597 69,433 71,058 70,164
40  Other branches of parent bank . ... ... 31,648 31,838 33,607 24,989 26,011 25,083 24,474 25,250 26,224 26,265
41 Banks. ... 36,717 32,188 26,805 25,667 26,139 24,013 23,598 22,106 23,310 22,861
42 Public borrowers .. .. 4,329 4,194 4,030 3,982 3,999 4,252 4,367 4,223 4,012 3,937
43 Nonbank foreigners. ................ 19,534 20,697 18,503 18,270 17,326 16,997 17,158 17,854 17,512 17,101
44 Otherassets ... 4,751 3339 2,996 3,304 3,059 2,918 3,291 2,932 3,342 3,434
Bahamas and Caymans

45 Total, all currencies................... 145,156 152,083 146,811 133,645 142,055 130,413 128,851 135,210 135,998 132,122
46 Claims on United States .............. 59,403 75,309 77,296 69,923 74,874 68,576 68,304 71,672 72,703 68,645
47  Parentbank ....... .. ... ... 34,653 48,720 49,449 45,811 50,553 44,586 43,866 40,813 47,599 42,803
48 Other banks in United States? ... ... 24.750 26.589 11,544 10,082 11,223 v.867 9,815 10,776 10,419 10,506
49 Nonbanks? ... o * i 16,303 14,030 13,098 14,123 14,623 14,083 14,685 14,936
50 Claims on foreigners. ................. 81,450 72,868 65,598 60,503 63,894 58,510 56,958 59,833 59,589 59,171
§1  Other branches of parent bank ... .. .. 18,720 20,626 17,661 17,050 19,042 16,468 15,872 19,131 18,286 15,768
52 42,699 36,842 30,246 26,768 28,182 25,476 24 859 24,571 25,256 26,290
53 s 6,413 6,093 6,089 6.440 6,458 6,320 6,186 6,197 6,232 6,694
54 Nonbank foreigners 13,618 12,592 11,602 10,245 10,212 10,246 10,0417 9,934 9,815 10,419
S5 Otherassets ... 4,303 3,906 3,917 3,219 3.287 3.327 3,589 3,708 3,706 4,306
56 Total payable in U.S. dollars . .......... 139,605 145,641 141,562 127,997 136,794 124,981 122,980 129,187 129,322 125,681

I. Beginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for “shell' branches
from $50 million to $150 million equivalent in total assets, the threshold now

applicable to all reporting branches.

2. Data for asscts vis-a-vis other banks in the United States and vis-i-vis
nonbanks are combined for dates before June 1984,
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3.14 Continued

Liability account
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3 To United States

Total, all currencies..................

Negotiable CDsY ...l
To United States .
Parent bank .
Other banks in United States . .
Nonbanks ............. oo

To foreigners ... oo
Other branches of parent bank .. .. ..
Banks. ...
Official institutions .
Nonbank foreigners. .

Other liabilities ...............0 ...,

‘Total puyable in U.S. dollars ....... ..

Negotiable CDs? ool
To United States . .
Parent bank ...
Other banks in United States . R
Nonbanks ....oooovioi

To foreigners
Other branches of parent bauk . .
Banks
Official tnstitutions .
Nonbank foreigner: .

Other labilities ...

Negotiable CDsY ..o

Parent bank ...............
Other banks in United States . .
Nonbanks ..o

To foreigners ...
Other brunches of parent bank . .
Banks.........ooooiin
Ofticial institutions .
Nonbank (oreigriers ,

Other labilities ...

3 Total payabte in U.S. dollars .. ........

Negotiable CDs> .o

To United States
Parent bank ...........
Other banks in United States ..
Nonbaoks cooooicii oo

Ta foreigners ... ol
Other branches of parent bank .
Banks. ...l
Official institutions
Nonbank foreigners. e

Other liabilities ...

Totad, all cusreneies. ... .............,

Negotiable CDs?
To United States
Parent bunk ........... ... ..
Other banks in United States .......
Nonbanks . ......oo oo

To foreigners . oovevrvie i
Other branches of parent bank .
Bapks............ooo o .
Official institutions ................
Nonbank foreigners. .

Other Habilities ... 0

Total payable in U5, dollavs .. ..., ..

(945 1986
1982 1983 1984 —
Nov. Dec, Jan. Feb. Mar. Apr May»
— _———— k. - . - ] B USRS S —— -
All foreign countries
469,712 477,09 453,656 455,935 458,0127 447,529 448,258 458,566 473,884 459,727
n.a. n.a. 37,725 16,607 34,607 34,597 33,458 36,066 33,229 35,006
179,015 188,070 147,583 143,203 155,273 142,182 138,160 140,019 150,450 143,934
75,621 81,261 78,739 81,171 83,649 76,805 73,449 74,653 81,315 71,205
33,405 29,453 18,409 15,490 16,894 14,724 13,989 15,714 14,260 14,337
69,989 77,356 50,435 46,542 54,730 50,653 50,722 49,652 54,875 52,392
270,853 269,085 247,907 252,171 245,942 249,623 254,313 200,567 268,216 258,728
90,191 90,615 93,909 88,438 89,529 86,351 86,349 90,914 93,760 §9,065
96,860 92,889 78,203 81,871 76,8147 84,158 83,834 84,806 89,603 84,414
19,614 18,496 20,281 21,658 19,523 19,935 21,885 20,672 20,735 20,792
64,188 68,845 55,514 60,204 60,076 59,179 62,245 64,175 64,118 64,457
19,844 19,335 20,441 23,954 22,19¢ 21,127 22,327 21,914 21,989 22,059
379,270 388,291 367,145 345,810 353,470 337,194 330,729 3402467 | 346,327 340,111
nk. na. 35,227 32,838 31,063 31,182 3,202 32,418 29912 31,513
175,528 184,305 143,571 137,070 149,896 136,784 132,067 133,823 143,663 137,387
73,295 79,038 76,254 17,892 80,623 73,897 70,111 71,317 77,7182 73,671
33,040 28,936 17,935 14,926 16,264 14,011 13,293 14,923 13,467 13,565
69,193 76,334 49,382 44,252 53,009 48,876 48,663 47,583 52,414 50,151
192,510 194,139 178,260 165,359 163,361 160,137 159,603 165,147 164,645 162,472
72,921 73,522 77,770 69,261 70,943 67,174 65,938 70,458 71,833 68,708
57,463 57,022 45,123 39,682 37,323 38,469 36,690 37,476 37,235 17,457
15,055 13,855 15,773 15,905 14,354 14,796 15,849 14,703 14,737 14,151
47,071 51,260 39,594 40,511 40,741 39,698 41,126 42,5107 40,840 42,156
11,232 9,847 10,087 10,543 9,150 9,091 8,857 8,858 8,107 8,739
United Kingdom
161,067 158,732 144,385 152,456 148,599 150,835 ltﬂi,’llllt!T 150,975 155,867 152,075
nt. . 34,413 32,708 31,260 30,788 29,419 32,217 29,898 31,734
53,954 55,799 25,250 21,933 29,422 29,901 26,705 22,945 28,450 27,505
13,091 14,021 14,651 18,167 19,330 19,845 16,783 13,724 17,231 16,624
12,205 11,328 3,128 2,453 2,974 2,264 1,965 2,793 1,960 2,175
28,658 30,450 7,474 7,313 T.018 7,792 7957 6,428 9,253 8,706
99,567 95,847 77,424 81,446 78,525 80,724 82,666 86,053 87,773 83,067
18,361 19,038 21,63t 21,932 23,389 21,858 21,954 24,733 25,379 23,838
44,020 41,624 30,436 32,200 28,581 12,326 32,088 33,301 34,294 31,584
11,504 10,151 10,154 10,519 9,676 10,093 10,956 9,750 9,757 9,548
25,682 25,034 15,203 16,795 16,879 16,447 17,668 18,269 18,343 18,097
7,546 7,086 7,298 10,369 9,392 9422 9,998 9,760 9,746 9,769
130,261 131,167 117,497 112,681 112,697 112,073 108,402 108,4207 110,376 109,335
na. . 33,070 30,570 29,337 28,845 27,655 30,042 27,978 29,542
53,029 54,691 24,108 25,581 27,756 28,150 24,967 21,070 26,411 25,490
12,814 13,839 14,339 17,651 18,956 19,461 16,513 13,408 16,867 16,233
12,026 11,044 2,980 2,295 2,826 2,090 1.83§ 2,596 1,714 1,944
28,189 29,808 6,786 5,635 5,974 6,599 0,619 5,069 7,770 1313
73,477 73,279 56,923 52,091 51,980 50,762 51,686 53,2197 52,262 50,441
14,300 15,403 18,294 16,687 18,493 16,614 16,829 19,068 19.297 18,043
28,810 29,320 18,356 15,840 14,344 14,872 14,457 14,731 14,125 14,114
9,668 8,279 8,871 4,357 7,661 8,242 8,747 7,839 7,449 6,953
20,699 20,277 11,402 11,207 11,482 11,034 11,653 11,5817 11,391 11,331
3,755 3,197 3,399 4,439 3,624 4,316 4,094 4,089 3,725 3,462
Bahamas and Caymans
145,156 152,083 146,811 133,645 142,055 130,413 128,851 135,210 135,998 132,122
0., n.i. 615 747 610 1,076 1,237 1,132 629 634
104,425 111,299 102,955 92,508 103,548 91,918 91,705 97,304 98,705 93,849
47,081 50,980 47,162 43,509 44,546 38,850 39,380 43,535 43,383 40,478
18,466 16,057 13,938 11,874 12,778 11,185 10,854 11,604 11,014 10,738
38,878 44,262 41,855 37,125 46,224 41,883 41,471 42,168 44,308 42,633
38,274 38,445 40,320 37,307 35,053 35,296 33,773 34,450 34,279 35,139
15,796 14,936 16,782 15,593 14,075 14,755 13,072 13,191 14,069 13,731
10,166 11,876 12,405 10,954 10,669 11,108 10,842 10,346 10,783 10,318
1,967 1,919 2,054 2,28 1,776 1,505 1,737 1,743 2,167 2,144
10,345 11,274 9,079 8,482 8,533 7,928 8,122 9,170 7,260 8,946
2,457 2,319 2,921 3,083 2,844 2,123 2,136 2,324 2,385 2,500
141,908 148,278 143,582 129,575 138,322 126,536 124,572 131,004 131,708 127,918

3. Before June 1984, liabilities on negotiable CDs were included in liabilities to
the United States or liabilities to foreigners, according to the address of the initial
purchaser.
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3.15 SELECTED U.S. LIABILITIES TO FOREIGN OFFICIAL INSTITUTIONS
Millions of dollars, end of period
1985 1986
Item 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May»
[Totall o 177,950 180,552 179,971 178,743 180,773 1 180,335 181,047 188,998 191,327
By type
2 Liabilities reported by banks in the United States?.......... 25,534 26,089 29,276 26,611 28,233 26,456 25472 26,689 24,996
3 U.S. Treasury bills and certificates®. ... 54,341 59,976 54,331 53,252 53.294 | 54,420 55,933 59,547 63,614
U.S. Treasury bonds and notes
4 Marketable. ... .o 68,514 69,019 74,735 77,447 77,809 | 78,428 78,822 82,538 82,872
S Nonmarketable ............. ... 7,250 5,800 3,550 1,550 3,550 3,150 2,750 2,300 1,800
6 U.S. securities other than U.S. Treasury securities® ........ 22311 19,668 18,079 17,883 17,887 17,881 18,070 17,924 18,045
By area
7 Western Burope! ... o 67,645 69,776 76,832 74,290 74,355 72,826 72,4147 76,294 76,614
8 Canada 2,438 1,528 1,507 1,314 1118 1,762 1,445 1,711 1,502
9 Latin America and Caribbean .......... ... ..o 6,248 8,561 10,871 11,121 11,506 10,228 10,414 10,775 10,597
10 Asia 9,572 93,954 85,876 86,995 89,088 | 90,268 91,423 94,807 97,444
11 Africa 958 1,264 1,629 1,824 1,897 1,786 1,846 1,833 1,718
12 Other countries® . ... i 8,089 5,469 3,256 3,199 2,809 3,465 1,505 3,578 3,452

1. Includes the Bank for International Settlements,

2. Principally demand deposits, time deposits, bankers acceptances, commer-
cial paper, negotiable time certificates of depaosit, and borrowings under repur-
chiuc agreenents.,

Includes nnnm.uku.xhlc certificates of indebtedness (including those pay-
dblc in foreign currencies through 1974) und Treasury bills issued to nﬂP cial
institutions of foreign countries.

tixcludes notes issued to foreign oflicial nonreserve agencies. Includes
bonds and notes payable in foreign currencies.

5. Debt securities of U.S. government carporations and tederally sponsored

agencics, and U.S. corporate stocks and bonds.

6. Includes countrics in Oceania and Lastern Kurope.
Note. Based on Treasury Department data and on data reported to the
‘Treasury Department by banks (including Federal Reserve Banks) and securities

dealers in the United States,

3.16 LIABILITIES TO AND CLAIMS ON FOREIGNERS Reported by Banks in the United States

Payable in Foreign Currencies
Millions of dollars, end of period

1985 1986
Item 1982 1983 1984

June Sept. Dec. Mar.
1 Banks” own Habilities. .. oo e 4,844 5,219 K,586 10,238 12,901 15,168 21,320
2 Banks' own claims ... 7,707 7,231 11,584 14,179 15,233 16,088 19,634
3 Deposits oo 4,251 2,731 4,998 7,308 8,540 8,329 11,318
4 Otherclaims .................... 3,456 4,501 6,986 6,871 6,693 7,759 8,316
§ Claims of banks' domestic customers! 676 1,059 569 243 328 832 1,426
Assets owned by customers of the reporting bank located in the United Novg. Data on claims exclude foreign currencies held by U.S. monetary

St.uca that represent claims on foreigners held by reporting banks for the accounts
of their domestic customers.

authoritics.
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3.17 LIABILITIES TO FOREIGNERS Reported by Banks in the United States

Payable in U.S. dollars
Millions of dollars, end of period

1985 1986
Holder and type of liability 1982 1983 1984 —_
Nov. Dec. Jan. keb. Mar.’ Apr. May»
LAl foreigners ... ... oo 307,056 | 369,607 | 467,306 | 421,341 | 434,671 | 430,836 | 436,434 | 440,518 | 443,351 442,605
2 Banks’ own liabilities .. .. ... 227,089 | 279,087 | 306,898 | 324,049 | 340,373 | 335,036 | 340,071 | 344,422 | 346,453 | 340.468
3 Demand dcposlls 15,889 17,470 19,571 20,940 21,107 19,648 19,659 20,195 19,751 19,675
4 Time dqmsllxl . 68,797 90,632 | 110,413 | 114,314 | 16,716 | 114,241 | 116,543 | 116,418 | 114,210 | 114,206
5 Other?......... . 23,184 25,874 26,268 29,856 29,468 30,805 31,560 32,128 33,219 31,597
6 Own foreign oflices’ ... 119,219 | 145,111 | 150,646 | 158,939 | 173,082 | 170,342 | 172,309 | 175,685 | 179273 | 174,990
7 Banks’ custody liabilities® ..o 79,967 90,520 | 100,408 97,292 94,298 95,8(4) 96,362 96,096 96,808 102,137
8 U.S. Treasury bills and certificates’ ... 55,628 68,669 76,368 73,189 68,785 69,801 72,631 72,714 74,631 80,192
9 Other ncgmmblp and readily transferable
TRSTIAIICRLSE 1 < oo cre e ennen 20,636 | 17,467 | 18,747 | 16979 | 17964 | 17,946 | 15547 | 15329 | 13776 | 13917
10 Other 3,702 4,385 5,293 7,124 7,549 8,054 8,184 8,053 8,491 8,029
{1 Nonmonectary international und vegional
organizations” .. ... 4,922 5,957 4,454 7,803 §,566 7,487 9,867 5,223 3,420 4,503
12 Banks’ own liabilities . ... oo 1,909 4,632 2,014 1,535 2,366 2,714 4,326 1,404 1,674 2,312
13 Demand deposits 106 297 254 252 8S 96 184 102 138 99
14 Time deposits! . . 1,664 3,584 1,267 1,051 2,067 2,369 1,892 391 681 1,093
15 Othert......... 139 750 493 233 214 250 250 911 856 1,179
16 Banks' Cllsludy liabilities® ... 1,013 1,325 2,440 6,268 3,200 4,773 5,540 3,820 1,746 2,131
17 U.S. Treasury bills and certificates . ............ 1,621 463 916 5,069 1,736 3,216 4,219 2,311 768 1,282
18 Other negotiable dnd l(,ddlly lransferable
1,392 862 1,524 1,195 1,464 1,556 1,322 1,508 97 84y
19 0 0 0 5 1} 1 0 0 7 0
20 Official institutions® . . .............. ... ... ..., 71,647 79,876 86,065 83,608 79,862 81,527 80,876 81,405 86,237 88,611
21 Banks' own liabilities ..o oo o 16,640 19,427 19,039 23,323 20,825 22,590 22,056 21,719 23,588 22,103
22 Demand deposits. 1,899 1,837 1,823 2,018 2,077 1,638 1,602 1,917 1,832 1,810
23 Time deposits! . 5,528 7,318 9,374 10,523 10,935 10,680 10,319 10,299 9,368 9,935
240 0Other? oo 9,212 10,272 7,842 10,783 7813 10,272 10,136 9,503 12,389 10,358
25 Banks' custody liabilities? ... 55,008 60,448 67,026 60,284 59,037 58,937 58,820 59,686 62,648 66,508
26 U.S. Treasury bills and certificates? 46,658 54,341 59,976 54,331 53,252 53,294 54,420 55,933 59,547 63,614
27 Other negotiable and readily transferable :
instrumentsS . ... o 8,321 6,082 6,966 5,848 5711 5,526 4,052 3,585 2,916 2,754
280 Other...oo o 28 25 84 105 75 1 348 168 f4S 139
29 Banks®. ..o 185,88t 226,887 | 248,893 | 255,021 274,991 | 266,460 | 269,788 | 278,967 | 278,066 | 273,207
30 Banks’ own liabilities........o..o o 169,449 | 205,347 | 225,368 | 233,188 | 252,290 | 243,740 | 247,127 | 255,921 | 255,015 | 249,521
31 Unaftiliated forcign banks 50,230 60,236 74,722 74,249 79,208 73,397 74,818 80,236 75,142 74,532
32 Demand deposits.. .. .. 8,675 8,759 10,556 10,043 10,271 9,792 9,659 9,692 8,689 9,037
33 Time dtpmlts‘ 28,386 37,439 47,095 46,809 48,962 44,662 45,536 50,194 48,485 46,868
34 Other? ... ... 13,169 14,038 17,074 17,397 19,975 18,943 19,623 20,350 18,568 18,627
35 Own foreign offices? ... 119,219 | 145,111 | 150,646 [ 158,939 | 173,082 | 170,342 | 172,309 | 175,685 | 179,273 | 174,989
36 Banks' custoady liabilities® ... ... 16,432 21,540 23,525 21,832 22,701 22,720 22,661 23,046 23,051 23,687
37 ULS. Treasury bills and certificates 5,809 10,178 11,448 9,429 9,554 9,223 9,501 9,869 9 815 10,841
38 Other negotiable and readily transferable
mstruments? ..o 7,857 7,485 7,236 5,853 6,153 6,(KK6 5,876 5,752 5,423 5,451
39 Other. ..o 2,766 3,877 4,841 6,551 6,994 7,491 7,283 7,426 7,813 7,395
40 Other foreighers. . ............ oo 44,606 56,887 67,894 74,909 74,251 75,362 75,902 74,923 75,629 76,283
41 Banks' own liabilitics.. ... 19,092 49,680 60,477 66,002 64,892 65,992 66,561 65,379 66,176 66,472
42 Demand deposits. 5,209 6,577 6,938 8,627 8,673 8,122 8,214 8,484 9,093 8,729
43 ‘lime deposits. . 33,219 42,290 52,678 55,932 54,752 56,530 56,796 55,534 55,677 56,309
44 Other? o 664 813 861 1,444 1,467 1,340 1,550 1,361 1,406 1,433
45 Banks' custody libilities*. .. ... 5,514 7,207 7,417 8,907 9,359 9,370 9,341 9,544 9,453 9,811
46 U.S. Treasury bills and certificates 1,540 3,686 4,029 4,360 4,243 4,068 4,491 4,600 4,54 4,454
47 Other negozmhlu and readily ll’dl’\\fl.ldhlc
instruments® . ..o 3,065 3,038 3,021 4,084 4,636 4,858 4,297 4,483 4,465 4,862
48 Other.. ... o 908 483 367 463 480 444 553 459 487 495
49 Mrao: Negotiable time certificates of
deposit in custody for foreigners ... ... 14,307 10,346 10,476 9,152 9,845 9,628 7,386 6,603 6,286 6,264

1. Excludes negotiable time certificates of deposit, wlmh are included in
“Other negotiable and readily transferable instruments.”

2. Includes borrowing under repurchase agreerents.

3. U.S. banks; includes amounts due to own foreign branches and foreign
subsidiaries consolidated in **Consolidated Report of Condition” filed with bank
regulatory agencies. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due to hiead office or parent foreign bank, and
foreign branches, agencies or wholly owned subsidiaries of head oftice or parent
foreign bank.

4, Financial ¢laims on residents of the United States, other than long-terin
securities, held by or through reporting banks.,

S. Includes nonmarketable certificates of indebtedness and Treasury bills
issued to official institutions of foreign countries.

6, Principally bankers acceptances, commercial paper, and negotiable time
certificates of deposit.

7. Pnnupdlly the International Bank for Reconstruction and Development, and
the Inter-American and Asian Development Baoks,

8. Foreign central banks and foreign central governments, and the Bank for
International Scttlements.

9. Excludes central banks, which are included in

“Official institutions,
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3.17 Continued
1985 1986
Area and country 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May»
N € 307,056 369,607 | 407,306 | 421,341 434,671 | 430,836 | 436,434 | 440,5187| 443,351 | 442,605
2 Foreign countries .. ... 302,134 | 363,649 | 402,852 | 413,538 | 429,105 | 423,349 | 426,567 | 435,2957| 439,93t | 438,102
FEUOPC Lo e 117,756 138, 072 153,145 163,433 | 163,438 | 161,234 | 157,176 | 157,0337| 165,252 | 165,933
4 Austria ... o 519 615 655 693 692 769 1,665 2,051 897
§  Relgium-Luxembourg. . L 2517 2, 709 4,114 5,556 5,214 5,189 4,132 4,268 4,617 5,308
6 Denmark............. e 509 466 438 624 513 536 533 536 752 523
7 Finland ... S 748 S3 418 497 491 kYK) Sb6 354 619 514
¥ Prance.... 8,171 9,441 12,701 15,863 15,540 15,595 15,148 15,9067 19,307 19,423
9 Germany.. 5,351 3,599 3,358 7,265 4,835 5,622 5,309 5,691 6,718 4,961
1t Greece. ... 537 S20 699 574 664 612 hM | 535 559 552
1 naly...... 5,626 8,462 10,762 9,069 9,642 7,739 7,235 7,215 6,537 7,864
12 Netherlands . 3,362 4,290 731 4,359 4,212 4,069 4,027 4,334 4,320 4,183
13 Norway.. 1,567 1,673 1,548 1,008 848 781 552 469 731 850
14 Portugal. IR8 373 597 619 652 706 685 705 674 800
15 Spain .. N 1,405 1,603 2,082 2,122 2,13 1,899 1,794 1,772 1,919 1,879
16 chdcn ..... o 1,390 1,799 1,676 1,482 1,344 1,622 1,693 1,547 1,313 1,299
17 Switzerland, . s e 29,066 32,246 31,740 28,992 28,742 26,119 25,606 26,6027 27,233 26,848
18 Turkey........... o 296 467 584 288 429 504 404 K3 71 434
19 United Kingdom 48,172 60,683 68,671 74,595 76,571 80,563 80, 100 78,585 81,734 83,884
20 Yugoslavia........... 499 562 602 675 h13 595 600 53§ 547 556
21 ()lhcr Wcstern Furope! o 7,006 7,403 7,192 8,619 9,635 7,643 6,441 5,286 4,308 4,310
22 USSR S S0 65 79 6 105 43 64 o1r 287 34
23 ()Ihcr l'dmrn Burope?. ... 576 596 537 533 523 32 427 586 649 816
2 Canada ..o 12,232 16,026 16,059 16,428 17,426 18,037 21,406 22,497 20,450 21,257
25 Latin America and Caribbean. . .............. ..., 114,163 1 140,088 | 153,381 155,202 1 167,745 | 161,389 | 161,061 164,875 164,713 | 159,461
26 Argentina .............. . 3,578 4,038 4,394 5,899 6,029 5,786 5,551 5,155 5,627 6,075
27  Bahamas.. . 44,744 55,818 56,897 53,394 57,621 53,809 54,647 55,7917 57,865 51,829
28 Bermuda 1,572 2,266 2,370 2,415 2,765 2,596 2,147 2,324 2,276 2,127
29 Brazil.......... 2,014 3,168 5,275 5,614 5,369 6,049 5,759 6,096" 5,782 5,423
30 British West Indies A 26,381 34,545 36,773 35,858 42,645 40,469 41,127 44,0417 41,265 42,014
31 Chile ............ N 1,626 1,842 2,001 2,867 2,042 2,019 1,997 2,084 2,147 2,223
32 Colombia . 2,594 1,689 2,514 2,920 3,102 3,336 3,140 3,076 3,101 3,053
33 Cuba ..ol S 9 8 10 7 11 16 6 1] 7 7
34 FKeuador ... S 455 1,047 1,092 1,253 1,238 1,211 1,172 1,209 1,199 1,166
35 Guatemala, S 610 788 K96 1,087 1,071 1,146 1,132 1,126 1,128 1,097
36 Jamaica... 126 109 183 150 122 244 126 144 - 173 20t
37 Mexico .......... 8,377 10,392 12,303 13,948 14,045 13,702 13,433 12,990 13,126 13,153
38  Netherlands Antilles . 1,597 3,879 4,220 4,612 4,875 4,696 4,560 4,561 4,859 4,798
39 Panama......... S 4,805 5,924 6,951 6,502 7,492 7,416 7,161 7,286" 6,960 7,042
40  Peru.... 1,147 1,166 1,266 1,124 1,166 1,124 1,10 1,106 116 1,132
41 Urugnay 759 1,244 1,394 1,534 1,549 1,730 1,727 1,567 1,646 1,690
42 Venezuela 8,417 8,632 10,545 11,345 11,919 11,467 §,741 11,670 11,727 11,728
43 3,291 3,538 4,297 4,673 4,683 4,571 4,534 4,641 4,708 4,703
A4 ABIL ..o 48,716 58,570 71,187 71,047 72,266 74,841 78,767 82,6447 81,682 ¥3,716
China
45 Mainland . . 203 249 1,153 1,380 1,594 1,003 1,624 1,347 1,550 973
46 Taiwan, 2,761 4,051 4,990 7,427 7,799 9,092 9,661 10,837 11,027 12,687
47 Hong Kong 4,465 6,657 6,581 8,170 8,062 8,215 8,194 8,7067 8,757 8,745
48 India ... ... 433 464 507 562 1 606 630 926 574 577
49 Indonesi 857 997 1,033 1,381 1,466 1,524 1,738 2,107 1,787 1,758
S0 Israel .. 606 1,722 1,268 1,595 1,595 1,459 1,358 1,4507 1,490 1,661
51 Japan.. 16,078 18,079 21,640 21,689 23,077 25,047 26,397 28,2747 28,279 29,689
52 Korea ... 1,692 1,648 1,730 1,685 1,665 1,503 1,602 1,551 1,337 1,336
53 l‘hlhpmes 770 1,234 1,383 1,189 1,140 942 1,086 978 1,051 1,332
54 Clthatland ... ... o, 629 747 1,257 1,066 1,358 1,199 1,141 1,103 993 1,158
S5 Middle-East oil-exporting countrie . 13,433 12,976 16,804 14,941 14,523 15,174 16,308 15,384 14,418 14,056
36 Other Asia ..o 6,789 9,748 12,841 9,961 9,276 9,076 9,028 9,980 10,419 9,747
57T Africa ..o . 3,124 2,827 3,396 3,989 4,883 4,643 4,359 4,260 4,173 4,227
S8 Egypt... 432 671 647 780 1,363 1,080 987 870 960 910
59 Moroceo . 81 84 3y 145 163 98 92 91 85 92
60 South AfllLd 292 449 328 462 388 567 421 465 386 414
6l Zaire ............ 23 87 153 140 163 7 92 95 90 105
62 Oil-exporting countric R 1,280 620 1,189 1,407 1,494 1,644 1,614 1,601 1,442 1,490
63 Other Africa.............ooviii 1,016 917 961 1,056 1,312 1,182 1,152 1,137 1,210 1,216
64 Other countries . ......... ..o 6,143 8,067 5,684 3,440 3,347 3,205 3,739 3,987 3,662 3,508
65 Australia. ... 5,904 7,857 5,300 2,906 2,719 2,707 324 3,237 3,058 2,744
66 All other 239 210 384 534 568 498 714 750 604 763
67 Nonmonetary international and regional
OFZANIZALIONS ... v 4,922 5,957 4,454 7.803 5,566 7,487 9,867 5,223 3,420 4,503
68 International. . .......... e 4,049 5273 3,747 6,952 4,551 6,109 8,671 4,139 2,421 3,661
69 Latin American regional . R SHY 419 S87 580 894 909 863 916 823 732
70 Other regional® ... ..o i 357 265 120 271 121 470 333 1687 176 110

{. Includes the Bauk for International Settlements. llcginning Aprit 1978, also
includes Eastern Luropean countries not listed in line 2
2. Beginning April 1978 comprises Bulgaria, (IE(,h()\k)le\hl the German
l)cmucralu Republic, Hungary, Poland, and Romania,
3. Comprises Bahrain, Iran, Iraq, Kowait, Oman, Qatar, Saudi Arabia, and
United Arab Imirates (Trucial States).

4. Comprises Algeria, Gabon, 1.ibya, and Nigeria,

S. Asian, African, Middle Eastern, and Eu:opean rugmn.li mgdnmm(ms
except the Bank for International Secttlements, which is included in “Other
Western Europe.*
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3.18 BANKS' OWN CLAIMS ON FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars

Miltions of dollars, end of period

1985 1986
Area and country 1982 1983 1984
Nov. Dec. Jan. Feb. Mar. Apr. May»

I Total oo 355,705 | 391,312 400,162 384,515 | 403,209 | 386,367 | 389,338 | 394,769 | 401,041 396,487

2 Foreig COUntries . ... v 355,636| 391,148 | 399,363 | 383,903 | 402,178 | 385,075 | IBH,529 | 394,2867| 400,539 | 396,076
3 BUIOPE oot 85,584 1 91,927 99,014 | 106,915 | 108,360 | 104, 277 10, Hl) 106,458} 101,230 | 101,235

Austria ..o . 229 401 433 614 598 494 429 531

5 Belgium-Luxembourg ... 5,138 5,639 4,794 6,801 5,741 s, Bil 5 27(» 5,429 5,502 5,667
6  Denmark........... . 554 1,275 648 558 706 940 445 794 882
7 Finland .......... co 990 1,044 898 %9 823 843 741 1,194 798 866

8 France........... . 7,251 8,766 9,157 9,785 9,134 9,058 7,943 8,636" 8,902 8,861

9 Germany............. . 1,876 1,284 1,306 1,355 1,257 1,211 1,309 1,374 1,339 1,176
10 Greece.. ... 452 476 817 854 991 933 884 798 764 723

7,560 9,018 9,119 1,765 8,833 7,482 6,913 7,297 6,709 6,811

I Ialy.......
1,425 1,267 1,356 1,389 1,258 1,248 1,249 1,394 1,380 1,384

12 Netherlands

13 Norway.......o.o.... . 572 690 675 755 697 692 652 613 786 746
14 Portugal.............. . 950 1,114 1,243 1,123 1,058 1,040 936 893 874 850
15 Spain.....ooooa .. 3,744 3,573 2,884 2,199 1,908 1,801 1,885 1,866 1,700 1,986
16  Sweden.......... .. 3,038 3,358 2,230 2,546 2,203 2,174 2,278 2,422 1,923 2,238
17 Switzerland. ... ... . 1,639 1,863 2,123 3,162 3,161 2,836 2,361 2,940 2,978 3,134
18 Turkey............... i 560 812 1,130 1,269 1,200 1,512 1,519 1,587 1,584 1,649
19 United Kingdom ... .. .. 45,781 47,364 56,185 61,655 64,994 62,356 i, 587 57,983 60,581 59,652
20 Yugoslavia ............. .. 1,430 1,718 1,886 1,879 1,964 1,901 {,953 1,978 1,952 1,923
21 Other Western Europe! |, 368 477 596 1,082 998 716 734 1,166 649 491
22 USSR ... .. 263 192 142 128 130 169 287 424 477 489
23 Other Eastern Europe?. ..o 1,762 1,598 1,389 1,086 1,107 1,126 1,151 1,126" i1 1,174
24 Canada ..o 13,678 16,341 16,109 16,209 16,466 17,279 18,280 17,945 18,814 17,929
25 Latin America and Caribbean. ................... 187,969 205,491 | 207,862 191,663 | 202,401 (88,975 | 190,479 | 196,723 ] 198,986 194,957
26 Argenting .........iiii e 10,974 11,749 11,050 11,486 11,462 11,463 11,574 11,456 11,803 11,924
27 Bahamas... ... oo 56,649 59,633 58,009 49,015 57,7567 49,712 49,646 55,6917 55,259 52,893
280 Bermuda.......... ... 603 566 592 498 499 542 380 460 275 246
29 Brazil. ... e 23,271 24,667 26,315 25,376 25,283 25,209 25,129 25,379 25,357 25,338
30 British West Indies. ... 29,101 35,527 38,205 37,063 38,640 34,345 36,475 36,8807 38,927 37,155
3 Chile oo 5,513 6,072 6,839 6,198 6,603 6,525 6,478 6,557 6,531 6.548
32 Colombia........cooi i 3,211 3,745 3,499 3,222 3,259 3,185 3,044 2,903 2,861 2,822
33 Cuba oo e 3 0 0 0 0 0 0 1 0 0
3 Teuador ..o 2,062 2,307 2,420 2,419 2,3% 2,439 2,369, 2,399 2,388 2, 409
35 Guatemala®. ... oo 124 129 138 197 194 174 167 167 124

36 Jamaicad .. 181 215 252 222 224 228 213 213 216 218
37 Mexico FO NN 29,552 34,802 34,845 32,424 32,2557 31,826 32,050 31,608 32,351 31.871
I8 Netherfands Antilles.. ... 839 1,154 1,350 1,071 1,340 1,022 1,043 927 839 1,430
39 Pamama............ e 10,210 7,848 7.707 6,519 6,650 6,532 5,859 6,179 6,133 5,643
A0 Peru...oo i 2,357 2,536 2,384 1,990 1,947 1,874 1,852 1,806 1,767 1,757
41 Uruguay . N 686 977 1,088 954 960 966 956 961 953 953

10,643 11,287 11,017 10,876 10,871 10,947 11,269 11,2047 11,285 11,583

42 Venezuela.
1,991 2,277 2,091 2,138 2,067 1,984 1,976 1,931 1,917 2,034

43 Other Latin America and’

dd ASIL ..o e 60,952 67,837 66,316 60,578 66,166 65,898 71,073 70,7297 73,420 74,069
: China
45 Mainland 214 292 o 748 639 750 820 902 593 703
46 Taiwan. .. 2,288 1,908 1.849 1,258 1,535 1,300 1,243 1,403 1,151 1,459
47 Hong Kong 6,787 8,489 7,293 6,472 6,796 6,923 7,602 8,208 8,134 8,325
48 India ...... 222 330 425 43y 450 3 284 4797 398 420
49 Indonesia . 348 805 724 608 698 692 793 712 716 736
S0 Isracl . 2,029 1,832 2,088 1,958 1,991 1,834 1,697 1,617 1,611 1,760
51 Japan 28,379 30,354 29,066 26,768 31,209 32,232 36,471 36,711 38,781 38,616
52 Korea . 9,387 9,943 9,285 8,908 9,241 8,839 9,087 9,242 9,286 9,176
53 l‘hxllppmcs . e 2,625 2,107 2,555 2,285 2,224 2,206 2,224 2,336 2,325 2,270
S4  Thailand ... 643 1,219 1,125 788 840 793 765 810 775 716
55 Middle East oil-exporting countries*. ......... .. 3,087 4,954 5,044 4,239 4,298 3,978 3,869 3,577 3,838 3,957
56 Other Asia ... i 4,943 5,603 6,152 6,106 6,245 6,021 6,218 4,732 5,812 5,929
STOAMTCA oo 5,346 6,654 6,615 5,394 5,407 5,416 5,360 5,128 5,007 4,919
58 322 747 728 685 721 677 690 653 639 627
59 e .. 353 440 583 584 575 591 612 646 662 660
60 P 2,012 2, 614 2,795 1, 84X 1,942 1,965 1,856 1,799 1,716 1,743
6l ZAUTC o e 57 18 20 18 18 17 17 17
62 Oll -exporting countries® e R 1 ()7’: R42 677 630 582 562 488 465 447
63 Other.......... i 1,802 1,727 1.649 1,579 1,520 1,584 1,621 1,525 1,508 1,456
64 Other countries ... i 2,107 2,498 3,447 3,144 3,379 3,230 3,199 3,308 3,082 2,960
65  Awstralia. ... 1,713 2,256 2,769 2,341 2,401 2,409 2,367 2,473 2,237 2,050
66 All other ..., 394 642 678 803 978 821 832 832 845 916
67 Nonmonetary international and regional
organizations® .. 68 164 800 612 1,030 1,292 809 483 502 410

Includes the Bank for International Settlements. Beginning April 1978, also 4. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and

muludu Hastern European countries not listed in line 23, United Arab Emirates (Tracial States).
2. Beginning April 1978 comprises Bulgaria, Czechoslovakia, the German 5. Comprises Algeria, Gabon, Libya, and Nigeriu.

Democratic Republic, Hungary, Poland, and Romania. 6. Eixcludes the Bank for International Settlements, which is included in

3. Included in “Other Latin America and Caribbean' through March 1978, *Other Western Europe.””
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3.19 BANKS OWN AND DOMESTIC CUSTOMERS® CLAIMS ON FOREIGNERS Reported by Banks in the

United States
Payable in U.S. Dollars

Millions of dollars, ¢nd of period

1985 1986
Type of claim 1982 1983 1984 —-
Nov Dec. Jan, Feb Mar.” Apr May?
T Total oo 396,015 426,215 433078 | ... 432,09 | ... | ol 419813 | ... L
2 Banks' own claims on forclg,nu's ..... 355,705 391,312 400,162 384,515 403,209 386,367 189,338 394,769 401,041 396,487
3 Foreign public borrowers . .. 45,422 57,569 62,237 59,920 60,331 60,469 60,539 1,427 60,154 60,272
4 Own foreign offices!................. 127,293 146,393 156,216 158,752 176,535 163,983 169,036 173,698 179,662 173,861
5 Unaffiliated fureu,n h.lnk\ ..... 121,377 123,837 124,932 115,189 116,244 111,957 110,175 110,643 111,767 112,984
6 Deposits ...... 44,223 47,126 49,226 47,610 47,416 45,694 44,160 44 985 46,367 47,493
7  Other...... 77,153 76,711 75,706 67,578 68,829 66,203 66,015 635,658 65,400 65,491
8§ All other foreigners ................. 61,614 63,514 56,777 50,654 50,098 49,958 49 587 St,602 49,458 49,369
9 Claims of banks’ domestic customers? . . 40,310 34,903 nsee | oL 28880 ... ) Lol 2544 1 0 L
10 DEPOSHS oot 2,491 2,969 30 { ... 333 o P U I
11 Negotiable and ILd(Illy transferable
instruments?. .. ... 30,763 26,064 23,805 | ... 19332 0 ... | .. 1789 | ....... | .......
12 Qutstanding collections and other
Claims ..o 7,056 5,870 5732 | ... 62141 ... Lol 4692 1 .. 0
13 MeMo: Customer liability on
ACCEPLANCES L. vt 38,153 37,715 3003 [ .. 28180 | ... L 28,536 | ... Lo
Dollar deposits in banks abroad, re-
ported by nonbanking business en-
terprises in the United States? .. .. 42,499 46,337 40,714 37,856 37,378 39,465 42,112 41,226 42,891 n.i.

1. 0.8, banks: includes amounts due from own toreign branches and foreign
subsidiarics consolidated in **Consolidated Report of Condition™ filed with bank
regulatory agencics. Agencies, branches, and majority-owned subsidiaries of
foreign banks: principally amounts due from head office or parent foreign bank,
and foreign branches, agencies, or wholly owned subsidiaries of head office or
pareat foreign bank.

2. Assets owned by customers of the reporting bank located in the United
States that represent claims on foreigners held by reporting banks for the account
of their domestic customers.

3. Principally negotiable time certificates of deposit und bankers acceptances.

4. Includes demand and time deposits and negotiable and nonnegotiable
certificates of deposit denominated in U.S. dollars issued by banks abroad. Ior
description of changes in data reported by nonbanks, sce July 1979 BuLLETIN,
p. 550,

Nore. Beginning April 1978, data for banks' own claims are given on a monthly
basis, but the data for claims of banks' own domestic customers are available on a
quarterly basis only.

3.20  BANKS’ OWN CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Banks in the United States
Payable in U.S. Dollars
Millions of dollars, end of period
1985 1986
Maturity; by borrower and area 1982 1983 1984
June Sept. Dec, Mar.
Pootal oo 228,150 243,715 243,952 232,485 232,360 227,238 220,374
By borrower
2 Maturity of 1yearorfess! ... oo 173,917 176,158 167,858 159,383 162,262 160,162 152,252
3 Foreign public borrowers . ......... 21,256 24,039 23,912 23,764 26,466 26,312 23,852
4 All other foreigners .......... . ... 152,661 152,120 143,947 135,619 135,797 133,850 128,400
S Maturity of over | year!............. 54,233 67,557 76,094 73,102 70,098 67,076 68,123
6 Foreign public borrowers . ... ... .. .. 23,137 32,521 38,695 37,554 36,257 34,510 36,674
7 Allother foreigners ... oo o i 31,095 35,036 37,399 35,549 33,841 12,566 31,448
By area
Maturity of | year or less!
50,500 56,117 58,498 56,36% 58,403 56,425 53,440
7,642 6,211 6,028 6,160 6,100 6,386 5,855
73,201 73,660 62,791 63,517 62,973 63,040 59,469
37,578 34,403 33,504 27,569 29,049 27,779 27,723
3,680 4,199 4,442 4,003 3,954 3,753 3,334
1,226 1,569 2,593 1,764 1,782 2,779 2,433
11,636 13,576 9,605 8,739 8,078 7,643 7,522
1,931 1,857 1,882 2,116 1,932 1,804 1,924
35,247 43 ,8H8 56,144 53,507 52,049 50,662 52,068
Asm 3,185 4,850 5,323 5,123 5.217 4,502 4,252
Africa .. .. 1,494 2,246 2,033 1,996 1,665 1,538 1,634
All other? 740 1,10t 1,107 1,622 1,157 926 722

1. Remaining time to maturity.

Includes nonmonetary international and regional organizations.
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3.21 CLAIMS ON FOREIGN COUNTRIES Held by U.S. Offices and Foreign Branches of U.S.-Chartered Banks!

Billions of dollars, end of period

1984 1985 1986
Area or country? 1981 1982 | 1983
Juned | Sept. Dec. Mar. Jine Sept. Dec. | Mar?
L T ] 415.2 | 438.0 | 436.4 | 430.2 | 409.1 408.0 | 4079 | 399.0 | W75 396.9 | 395.9
2 G-10 countries and Switzerland. ... o 175.51 1797 | 167.8 | 157.6 | 147.6 | 148.1 153.2 | 146.6 | I51.5 150.5 | 156.9
3 RBelginm-Luxembourg ..., ... 13.3 13.1 12.4 10.9 9.8 8.7 9.3 8.9 9.5 9.3 83
4 France ... 15.3 17.1 16.2 14.2 14.3 14.1 14.6 13.5 14.8 12.3 3.8
S GCrmany ... c 12.9 12.7 1.3 10.9 10.0 9.0 8.9 9.6 9.4 10.5 1.2
6 laly ....... 9.6 10.3 11.4 1.5 9.7 10.1 10.0 8.6 8.3 9.8 8.5
7 Netherlands. ..o 4.0 3.6 3.5 3.0 34 19 38 3.7 14 38 15
8 Sweden....... 37 5.0 5.1 4.3 3.5 3.2 31 29 At 2.7 2.9
9 Switzerland ... .. 5.5 5.0 43 4.2 39 19 4.2 4.0 4.1 4.4 5.4
10 United Kingdom, ma na 65.3 603 57.1 6.3 65.4 65.7 066.9 66.0 69.2
11 Canada .. o . 10.9 10.4 8.3 8.9 8.1 7.9 9.1 8.1 7.5 7.0 6.1
120 JaPan oo 0.2 302 29.9 9.3 21.7 21.1 24.7 207 24.0 241 28.1
13 Other developed countries ... ool 28.4 3.7 36.1 37.1 36.3 318 33.0 325 32.2 30.5 3.6
14 Austria. ..o 1.9 1.9 1.9 1.9 1.8 1.6 1.6 1.6 1.7 1.6 1.6
15 Denmark .o.oooooi 2.3 2.4 34 kN 29 2.2 2.1 1.9 2.1 2.4 2.5
16 Finland. . 1.7 2.2 2.4 2.3 1.9 1.9 1.8 1.8 1.8 1.6 1.9
17 Greece .. 2.8 3.0 2.8 33 32 2.9 2.9 29 2.8 2.6 2.5
18 NOIWay ..o 31 33 33 32 32 3.0 29 2.9 34 2.9 2.7
19 Portugal ... 1.1 1.5 1.5 1.7 1.6 L4 1.4 1.3 1.4 1.3 1.1
0 SpaIn. 6.6 7.5 7.1 7.3 6.9 6.5 6.4 5.9 6.1 5.8 6.4
21 Twkey .o 1.4 1.4 1N 2.0 2.4 1.9 1.9 2.0 2.1 1.9 23
22 Other Western Burope ............. 2.1 2.3 1.8 1.9 1.7 1.7 17 1.8 1.7 2.0 24
23 South Africa ............ ... ... ... Lo 2.8 1.7 4.7 4.7 5.0 4.5 4.2 39 33 3.2 32
24 Australia ... . 2.5 4.4 S5 5.7 6.2 6.1 6.2 6.4 5.8 5.2 5.0
25 OPEC countiies? ..o e 2481 272 28.8 26.4 24.7 253 24.8 230 23.1 21.8 20.7
26 Beuador ... .. 2.2 2.2 2.2 2.1 2.1 2.2 2.2 2.2 2.2 2.1 2.2
27 Venezucla ..o 9.9 10.5 9.9 9.5 9.2 9.3 9.3 9.3 9.0 8.9 8.7
28 Indonesia . ... 2.6 32 3.8 iy 3.0 1.7 3.6 14 34 33 33
29 Middle East countries c 7.5 8.5 9.9 8.2 7.3 1.9 7.4 6.1 6.2 5.5 4.7
0 AFHCAR COUNLIICS e 2.5 2.8 3.0 2.7 2.5 23 2.3 22 2.3 2.0 1.8
31 Non-OPEC developing countries ..., 96.3 [ 106.8 i3 {12.7 1121 12.2 {13 110.4 108.2 105.5 103.6
Latin America
320 ATECOUNA. ..o e 9.4 8.9 9.5 9.2 9.1 8.7 8.6 8.6 8.9 8.9 8.9
33 Mrazl ... 19.1 229 23.1 254 | 263 26.3 26.4 26.6 25.5 25.6 25.7
34 Chile.... 5.8 6.3 6.4 0.7 7.1 7.0 7.0 6.9 6.6 7.0 6.9
35 Colombia 2.6 3l 32 30 29 2.9 28 2.7 2.6 2.7 2.3
36 Mexico.. 286 24.2 258 259 26.0 25.7 255 25.3 24.4 24.1 239
¥ oPeru ... L 2.0 2.6 2.4 2.3 2.2 2.2 2.2 2.1 1.9 1.8 1.7
38 Other Latin America ... o oo 4.1 4.0 4.2 4.1 39 39 37 3.6 3.5 34 316
Asia
China
kY Mainland ... 2 2 3 .6 5 7 q 3 1.1 .5 .6
40 TaiWan o oou e 5.1 53 5.3 53 5.2 S.1 53 5.5 5.1 4.5 4.3
41 Indin ..o 3 6 1.0 1.0 1.0 1.0 10 1.0 1.1 1.3 1.2
42 Israel. . 2.1 2.3 1.9 1.9 1.7 1.8 1.7 23 1.5 1.6 1.3
43 Korea (South). 9.4 0.9 1.3 11.2 10.4 10.8 10.5 10.2 t0.5 9.6 9.5
44 Malaysia...... 1.7 2.1 29 2.7 3.0 2.8 2.8 28 2.8 2.4 2.2
45 Philippines . 6.0 6.3 6.2 6.3 5.9 6.0 6.1 6.0 6.0 5.7 5.6
46 Thailand . 1.5 L6 2.2 1.9 1.8 1.8 1.7 1.6 1.6 1.4 1.3
47 Other Asia............oooi 1.0 1.1 1.0 i1 1.0 1.2 1.1 1.0 1.1 1.1 9
Africa
A8 BVl oo 1.1 1.2 1.5 1.4 1.2 1.2 11 1.0 1.0 1.0 9
49 Morocco. . 7 7 R & 8 8 8 8 9 9 9
50 Zaire.. .. .. .2 A A .1 N 1 A A .1 .1 .1
S1Other Africas. .. oo 23 2.4 2.3 1.9 1.9 2.1 22 2.0 2.0 1.9 1.9
§2 Bastern Burope. ... o e 7.8 6.2 5.3 49 4.5 4.4 4.3 43 4.6 4.2 4.0
53 USSR..... .6 3 2 2 2 1 2 ) 2 Bt 3
54 Yugoslavia. .. 2.5 2.2 2.4 2.3 2.3 2.3 2.2 2.2 2.4 2.2 2.0
S5 Other oo 4.7 3.7 2.8 24 2.1 2.0 1.9 1.8 1.9 1.8 1.7
56 Offshore banking centers . P N 637 66.6 70.2 73.9 66.4 66.7 64.2 65.0 60.3 67.2 62.6
§7  Bahamas ............. 19.0) 19.0 21.8 27.4 23.3 215 20.0 211 16.6 22,1 21.0
58  Bermuda .... R 7 9 9 7 1.0 9 7 9 8 7 N
59 Cayman Islands a 12.4 12.8 12.2 12.2 1.1 1.8 12.3 12.1 12.3 13.2 1.3
60 Netherlands Aatilles ... ..o oo 32 33 4.1 33 kN 34 33 12 23 23 23
61 Panamab 7.7 1.5 5.8 6.5 5.6 6.7 5.5 5.4 6.1 6.0 59
62 Lebanon, .. 2 B .1 Bl A A B N K] A 1
63 Hong Kong .. 1.8 13.9 15.0 13.5 12.7 12.5 12.4 12.6 12.7 129 12.9
64 Singapore. ... R 8.7 9.2 10.3 10.3 9.5 9.8 10.0 9.7 9.4 9.9 8.4
65 OWErsT. .. oo A 0 0 0 0 .0 .0 R 0 A .0
66 Miscellancous and unallocated®. ... . 18.8 7.9 17.0 17.6 17.4 17.5 17.2 17.3 17.6 17.2 16.5

1. The banking offices covered by these data are the U8, oftices and foreign
branches of U.S.-owned banks and of U.S. subsidiaries of forcign-owned banks.
Offices not covered include (1) U.S. agencies and branches of foreign banks, and
(2) foreign subsidiaries of U.S. banks, To minimize duplication, the data are
adjusted to exclude the claims on foreign branches held by a U.S. oftice or another
foreign branch of the same banking institution. The data in this table combine
foreign branch claims in table 3.14 (the sum of lines 7 through 10) with the claims
of U.S. offices in table 3.18 (excluding those held by agencies and branches of
foreign banks and those constituting claims on own foreign branches).

2. Revisions shown in this issue have been made in part to correct some
double-counting of claims held by foreign branches located in Puerto Rico, the
U.S. Virgin Islands, and Guam.

3. Heginning with June 1984 data, reported claims held by foreign branches
have been reduced by an increase in the reporting threshold for **shell’* branches
from $50 million to $150 million egnivalent in total assets, the threshold now
applicable to all reporting branches.
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3,22 LIABILITIES TO UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Enterprises in the
United States!
Millions of dollars, end of period
1984 1985
Type, and area or country 1981 1982 1983
Dec. Mar. June Sept. Dec.
PTotal oo 28,618 27,512 25,346 29,357 26,2067 24,5357 25,184 27,018
2 Payable indollars .. ... 24,909 24,280 22,233 26,389 23,429 21,8897 22,364 23 811
3 Payable in foreign currencies ... ... oo i 3,709 3,232 3,113 2,968 2,777 2,646 2,820 3,208
By type
4 Finuncial Labilities .. .. .. 12,157 11,066 10,572 14,509 11,722 11,489 11,743 12 856
5 Payable in dollars . .. 9,499 8,858 8,700 12,553 9,873 9,533 9,780 10,435
6 Payable in foreign currencics 2,658 2,208 1,872 1,955 1,849 1,956 1,963 2,021
7 Commercial liabilities. ............... ..o 16,461 16,446 14,774 14,849 14,484r 13,046r 13,441 14,162
8  ‘Trade payables . 10,818 9,438 7,765 7,003 7,015 5,797 5.694 6,685
9 Advance receipts and other labilities .. .......... ... 5,643 7,008 7,009 7,843 7,469 7,249 7,747 7.477
10 Payable in dollars .. ..., 15,409 15,423 13,533 13,836 13,5567 12,35¢ 12,584 12,976
[l Payable in foreign currencic 1,082 1,023 1,241 1,013 928 691 857 1,186
By area or country
Financial liabilities
120 BUrope ... e 6,825 6,501 5,742 6,728 6,138 5,934 6,534 7,146
13 Belgium-L.uxembourg. . . 471 505 302 471 298 351 367 329
14 France............... 09 783 843 995 896 865 849 857
15 Germany 491 467 502 489 506 474 493 419
16 Netherlands ..., 748 i1 621 590 619 604 624 745
17 Switzertund. . ... ... .. 715 792 486 569 541 566 593 676
18 3,565 3,102 2,839 3,297 3,039 2,825 3,318 3,822
19 963 746 764 863 840 850 826 76
20 3,356 2,751 2,596 5,086 3,147 3,106 2,619 3,152
21 1,279 904 751 1,926 1,341 1,107 1,145 1,120
2 7 14 13 13 25 10 4 4
23 22 28 32 3s 29 27 23 L2
24 1,241 1,027 1,041 2,103 1,521 1,734 1,234 1,814
25 102 124 213 367 25 32 28 15
26 98 {14 124 137 3 3 3 3
27 976 1,039 1,424 1,777 1,555 1,555 1,728 1,765
28 792 715 991 1,209 1,033 965 1,098 1,148
29 75 169 170 155 124 147 82 82
30 Africa . ... 14 17 19 14 12 14 14 12
3l Oil-expor 0 ] 0 0 0 0 0 0
32 Allotherd ... 24 12 27 41 kIl 30 22 21
Commercial liabilities
33 BURIope .« 3,770 3,831 3,245 4,001 3,500 3,461 3,897 4,011
34 Belgium-Loxembourg. . ............. ...... 71 52 62 48 7 53 56 62
35 France. .. ... .. . o 573 598 437 438 4y 423 43} . 4583
36 Germany .. 545 408 427 622 587" 428" 60t 607
37 Netherlands . o . 220 346 268 245 272 284 386 364
38 Switzerland. . ... 424 367 241 257 228 349r 289 © 379
39 United Kingdom .............co0 oo H80 1,027 732 1,095 7411 7307 858 976
40 Camada ..o e 897 1,495 1,841 1,975 1,727 f,494 1,383 1,449
41 Latin America and Caribbean. ... ... ... ... 1,044 1,570 1,473 1,871 1,7137 1,2257 1,262 1,088
42 Buhamas ... . ... 2 16 1 7 t 12 2 12
43 Bermuda .. .. 67 117 67 114 112 77 105 71
44 Brazil... ..... 67 60 44 124 101 90 120 58
45 British West [ndies 2 32 6 32 21 { 15 44
46 Mexico ... 340 436 585 586 654 492 415 430
47 276 642 432 636 393 309 31 212
48 9,384 8,144 6,741 5,285 5,7087 $,2467 5,353 6,046
49 1,094 1,226 1,247 1,256 1,228 1,219 1,567 1,799
50 7,008 5,503 4,178 2,312 2,786 2,396 2,109 2,829
51 . 703 753 553 588 765 6317 5n 587
52 Oil-exporting countries3. ... o 344 277 167 233 294 265 235 238
530 Allotherd (oo e 604 651 921 1,128 1,070 988 975 982

1. For a description of the changes in the International Statistics tables, see

July 1979 BULLETIN, p. 550.

2. Comprises Buhrain, Iran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Trucial States).

NOTES TO TABLE 3.21--CONTINUED

4. Besides the Organization of Petroleum Exporting Countries shown individ-
ually, this group includes other members of OPEC (Algeria, Gabon, Iran, Irag,
Kuwait, Libya, Nigeria, Qatar, Saudi Arabia, and United Arab Emirates) as well

as Bahrain and Oman (not formally members of OPEC).
5. Excludes Liberia,

3. Comprises Algeria, Gabon, Libya, and Nigeria.

4. Includes nonmonetary international and regional orgastizations.

5. Revisions include a reclassification of transactions, which also afiects the
totals for Asia and the grand totals.

6. Includes Canal Zone beginning December 1979,
7. Foreign branch claims only. )
8. Includes New Zealand, Liberia, and international and regional organiza-

tions.
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3.23 CLAIMS ON UNAFFILIATED FOREIGNERS Reported by Nonbanking Business Fnterprises in the
United States!
Millions of dollars, end of period
1984 1985
Type, and arca or country 1981 1982 1983
Dec. Mar. June Sept. Dec.
PTotal oo 36,185 28,725 34,911 29,901 28,804 26,750/ 28,6667 28,071
2 Payable indollars ..o 0 o 32,582 26,085 31,818 27,304 26,232 24,1217 25,80 25,769
3 Payable in foreign currencies . ..., 3,603 2,640 3,096 2,597 2,571 2,629 2,860 2,302
By type
4 Financial claims 21,142 17,684 23,780 19,2547 18,5067 16,695 19,203 18,031
5 Deposits ... .. e 15,081 13,058 18,496 14,621 14,500 12,839 15,3157 14,805
6 Payable in dollars . .. 14,456 12,628 17,993 14,2020 14,003 12,283 14,611 14,150
! Payable in foreign currencies 625 430 503 420 497 556 704 615
8 Other financial clamms. ... ... 6,061 4,626 5,284 4,633 4,007 3,856 3,889 3,227
Y Payable in dollars . .. . 3,599 2,979 31,328 3,19 2,442 2,375 2,351 2,192
10 Payable in foreign currencies . ............. . 2,462 1,647 1,956 1,442 1,565 1,480 1,538 1,035
1 Commercial claims ... 15,043 11,041 11,131 10,646 10,297 10,055 9,463 10,040
12 Irade receivables ... oL . 14,007 9,994 9,721 9,177 8,784 8,688" 7,988 8,750
13 Advance payments and other claims. . .............. 1,036 1,047 1,410 1,470 1,513 1,367 1,475 1,290
14 Payable in dollars ..o 00 14,527 10,478 10,494 9,912 9,787 9,463 8,839 9,387
15 Payable in foreign currencies 516 563 637 7S S10 592 624 652
By areda or country
Financial claims
100 BUROPE vt i 4,596 4,873 6,488 5,762r 5,7867 5471 6,463 6,306
17 Belgium-Luxembourg 43 15 37 15 29 15 12 10
18 FRADCE . oot 285 134 150 126 92 51 132 184
19 GEIMANY L ey 224 178 163 224 196 175 158 223
20 Netherlands . 50 97 71 66 81 46 127 61
21 Switzerland, .. ..., . 17 107 38 66 46 16 53 74
22 United Kingdom ..., 3,546 4,064 5,817 4,864" 5,053 4,900" 5,736" 5,492
23 Canadit o 6,755 4,377 5,989 3,988 3,942 3,756 4,037 3,256
24 Latin America and Caribbean. ......... ... ..., K812 7,546 10,234 8,216 7,721 6,616" 7.6037 7,650
25 Bahamas ... oonn, ., o 3,650 3,279 4,771 3,306" 3,052r 2,204 2,315 2,638
26 Bermuda . ... o 18 32 HR 6 4 6 S 6
21 Brazil....... ... 30 62 53 100 98 96 2 78
28 British West Indies............. 3,971 3,255 4,206 4,043 3,998 3,747 4,632 4,440
29 Mexico ..o .. 13 274 293 215 201 206 201 180
30 Venezuela. ..o e 148 139 134 125 1l 100 73 48
I ASH . 758 098 164 961 8597 640 969 696
32 Japan . . 366 153 297 353 509 281 725 475
k1] Middie Last oil-cxporting countries?.......... ..., 37 t5 4 13 6 6 6 4
3 AMICA Lo e 173 158 147 210 161 i 104 103
15 Oil-exporting countriesd. . ... . oL 46 48 55 85 » 25 ki 29
36 Allother ..o o e 44 3 159 117 97 95 26 21
Commercial claims
37 Burope ..o 5,405 3,826 3,670 3,801 3,360 3,680 3,235 3,533
38 Belginn-Luxembourg 234 151 135 165 149 212 158 175
39 France............. 776 474 459 440 375 408 360 426
40 Germany .. 561 357 349 374 158 375 136 346
41 Netherlands 299 350 334 335 140 301 286 284
42 Switzerland, ... .. 431 360 317 271 253 376 208 284
43 United Kingdom ................. .. ... 985 811 809 1,063 885 950 779 898
44 Canada ..o 967 633 829 1,021 1,248 1,065 1,10 1,023
45 L.atn America and Caribbean, ... ... ... ... 1,479 2,526 2,698 2,082 1,973 1,8037 1,717 1,808
46 Bahamas ... 12 21 8 8 9 i1 18 13
47 Bermuda 223 261 190 115 164 65 62 93
48 Brazil......... 668 258 493 214 210 193 2H1 206
49 British West Indies 12 12 7 7 6 29 7 6
50 Mexico ... .. 1,022 775 884 583 493 468" 416 510
51 Venezueld .. ..o 424 351 272 206 192 1817 149 157
52 ASIH . 3,959 3,050 3,063 3,073 2,985 2,707 2,712 2,982
53 Japan 1,245 1,047 1114 L 1,154 9547 884 L6
54 Middle t 905 751 737 668 666 593 541 638
S5 AMICR Lo e M 588 588 470 S10 4647 434 437
56 Oil-exporting countyiesd. ... ... ... .............. 152 140 139 134 141 1377 131 130
57 Allother® ... o 461 417 286 229 221 136 264 257

July 1979 Burrerin, p. 550, )
2. Comprises Babrain, lran, Iraq, Kuwait, Oman, Qatar, Saudi Arabia, and
United Arab Emirates (Trucial States).

1. For a description of the changes in the International Statistics tables, see

3. Comprises Algeria, Gabon, Libya, and Nigeria.
4. Includes nonmonetary international and regional organizations.



Securities Holdings and Transactions  A65

3.24 FOREIGN TRANSACTIONS IN SECURITIES

Millions of dollars

1986 1985 1986
‘Transactions, and arca or country 1984 1985
‘Ih;[l:l‘)': Nov. Dec. Jan, Feb. Mar. Apr. May?
U.S. corporate securitics
STOCKS

| Foreign purchases. . ... 59,834 81,819 61,222 8,409 111472 8,729 10,585 13,503 15,306 13,099
2 Poreignsales ... i 62,814 76,851 48,178 7.137 9,010 6,987 8.828 16,640 11,420 10,302
3 Net purchases, ov sales (=) ...................... —2,980 4,968 13,045 1,273 2,16t 1,743 1,756 2,863 3,886 2,797
4 Foreign countries .. ............ -3,109 4,884 12,885 1,362 1,996 1,755 1,737 2,816 3,822 2,755
S BUIOPE « o e -3,077 2,068 8,397 948 1,339 1,173 1,393 2,208 2,049 1,577
6 France.... .. ~405 --438 —-18 ~85 ~-105 —63 =68 =26 36 102
7 Germany .. 50 730 747 270 283 134 234 229 47 102
8 Netherlands . =357 122 U85 47 125 109 12 r 166 123 236
9 Switzerland. ... ... 1,542 -75 2,347 107 280 248 420 698 566 375
10 United Kingdom .. -677 1,674 3,587 579 700 615 634 1,021 719 568
I Canada ..o 1,691 355 233 -70 93 121 -59 77 50 43
12 Latin America and Caribbean. . 495 1,718 1,689 243 305 —68 213 198 862 482
13 Middle Last 1,992 238 mn --174 27 208 =19 127 318 117
{4 Other Asia 378 313 1,342 384 -25 268 154 122 376 42)
15 Alrica ...... . 22 24 2006 =1 12 25 30 59 48 43
16 Other cCountries ... i ... 175 168 247 32 44 26 24 28 98 70

17 Nonmonetary intevnational and
regional organizations . ... .. 129 84 160 -89 165 -12 20 47 63 42

Bonns?

18 Foreign purchases. ..., 39,296 87,176 53,602 12,466 9,755 6,065 9,285 12,564 13,541 12,147
19 Foreign sales ..o oo 26,199 43,068 29,602 4,284 4,558 2,939 4,936 7,420 8,960 5,347
20 Net purchases, or sales (=) ... 0o 13,096 44,109 24,000 8,182 5,197 3,126 4,350 5,144 4,581 6,800
21 Foreign countries .. ... o 12,799 44,203 23,367 7,824 5,555 3,229 4,201 4,843 4,31 6,704

22 Hurope 11,697 40,042 19,424 6,835 5,176 2,840 3,123 3,690 3,536 6,235
37 15 27 ER] =23 83

23 Irance. 207 210 K h 0 17 K
24 Germany ..., 1,724 2,601 26 897 408 -2 45 -224 =73 228
25 Netherlands . 100 222 204 158 13 85 3 25 2 89
26 Switzerland. ... ... 643 3,987 2,891 804 1,013 215 SH 459 1,231 456
27 United Kingdont .. 8,429 32,757 16,567 4,903 3,696 2,471 2,617 3,374 2,474 5,631
28 Camada ..o .. 62 189 -88 110 19 2 -3 - 198 75 03
29 Latin America and Caribbean. ..........., .. 376 498 651 124 68 18 27 200 263 142
30 Middle Bast! ... . 1,030 2,643 - 750 =215 --435 -174 0 15 --389 -202
31 Other Asia .. 1,817 6,068 4,096 975 703 541 1,064 1,144 883 464
32 Africa ... . | 11 3 0 4 1 1 0 3 -2
A Othereountries ... [i] 38 31 S 19 2 17 -0 19 3
34 Nonmonetary international and

regional organizations . ......... ... 0L 297 95 633 358 ~358 -103 149 301 190 92

_ _ : L
Foreign securities

35 Stocks, net purchases, orsales (- ). .............. =110l --3.895 2,463 303 413 123 mn - 1,440 - 1,668 1,294
36 Foreign purchases........... ... . 14,816 21 {6 18,441 2,159 2,140 2,509 2,933 3,618 4,388 4,992
37 Foreignsales ... o oo 15,917 24,902 20,904 2,462 3,153 2,386 3,705 5,058 6,057 3,698
38 Bonds, net purchases, orsales (-) ............... 3,930 -4.018 5,004 272 138 --67 - 966 --3,003 1,076 108
39 Foreign purchases. .. - . 56,017 81,153 60,909 9,000 8,370 9,796 10,418 12,438 14,982 13,275
4 Poreignsales ... 59,948 85,171 65,913 8,728 8,507 9,862 11,385 15,441 16,058 13,167
4} Net purchases, or sales (=), of stocks and bonds .. .. —5,031 -7,913 7,466 -H ~551 57 —1,738 —4,443 —2,744 1,402
42 Foreign coubries . ... . —4,642 -8,977 —7,338 -254 —886 -3 — 1,879 —4,119 —2,614 1,305
43 Lurope -8,055 9926 -8.467 | - 1,046 --424 379 1918 3,840 -2,438 108
44 Canada .. 542 - 1,686 1,235 112 -394 =219 =319 -49] --286 80
45 Latin America and Caribbean. . . 2,460 1,850 1,146 32 8S 220 297 121 162 346
46 At .o . 1,356 667 1,726 314 352 3958 563 127 - 143 783
47 Alrica ... . 108 75 30 37 42 7 10 4 6 3
48 Other Countries ..., 23R8 43 -539 - 204 156 =560 512 40 85 -6
49 Nonmonetary international and

regional organizations ... ... .. oL ~38Y 1,063 —128 223 335 88 140 -324 -130 98

1. Comprises oil-exporting countries as follows: Buhrain, lran, rag, Kuwait, ties soll abroad by U.S. corporations organized to finance direct investments

Oman, Quatar, Saudi Arabia, and United Arab Lmirates (Trucial States). abroad.

2. lucludes state and local government securities, and securities ot U.S.
government agencies and corporations. Also includes issues of new debt securi-
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3.25 MARKETABLE U.S. TREASURY BONDS AND NOTES

Millions of dollars

International Statistics [J September 1986

Foreign Transactions

1986 1985 1986
Country or area 1984 1985
I{I;‘:l‘y‘— LNUV. Dec. Jan. Feh. Mar. Apr. May#
}—‘ Transactions, net purchases ar sales (- -) during period!

Estimated totall ... ... .. . 21,501 | 29,786 | 14,696 2,50 6,460 | —1,359 352 9,572 8,390 | —2,258

Foreigh countries? ... . 16,496 | 29,303 12,978 2,276 3,066 --884 3,883 2,361 7,986 -368

BUIOPEY. Lo e 11,014 3,918 6,680 -99s 180 114 1,818 1,813 1,531 1,405
Belgium-Luxembourg. .. ... 287 476 96 29 -44 33 -2 ~196 29 39
Germany?.............. 2,929 1,917 1,499 - 10t 302 132 459 322 117 468
Netherlands . . 449 269 =125 155 82 26 -261 61 81 -3
SWRAEN . .. A 976 307 42 -4 - 200 193 - 14 93 236
Switzerland?, ... 656 760 733 151 -116 68 115 22 163 366
United Kingdom ... ...........oo0 i 5,188 | -2,186 3,278 —-584 50 - 60 1,388 1,474 ~207 684
Other Western Europe. ... ..o 1,466 1,706 1,071 —-301 1 16 -75 144 1,255 =370
Eastern Europe....... ... ..o o 0 0 13 0 0 ¢ 0 0 0 I3

Canada ... e 1,586 -190 1,138 -394 =T 441 - 131 762 sS 9143

Latin America and Caribbean ... 1,418 4,312 1,170 738 X 107 584 227 1,222 =970
Venczuela. ... 14 238 242 72 —41 -53 -63 127 196 36
Other Latin America and Caribbean........... ... ..., 536 2,343 1,222 367 265 86 448 171 161 356
Netherlands Antilles, ... . 0 i 869 1,731 -294 296 --133 74 200 =70 865 | —1,363

Asia. ..o .. 2,431 | 20,839 3,376 2,979 2,833 —584 1,311 —446 4,786 | 1,691
Japan. 6,289 | 18,859 1,624 3,039 902 861 1,601 140 1,973 | 1,229

Africa ., ~67 112 —41 | Y -8 -12 18 -1 -2

All other 114 311 656 --51 25 52 314 22 394 22

Nonmonetary international and regional organizations . . . 5,000 483 1,716 224 31,393 474 3,532 7,21 403 | -1,892
International. .......... . . .. 4,612 -394 1,440 =15 3,001 194 | 3,766 6,957 342 | - 1,899
Latin American regional ............ ..o 0 18 118 8 7 14 51 23 30 0

MEMO )

Foreign countries? ... . 16,496 | 29,303 12,978 2,276 3,066 -84 3,883 2,361 7,986 --368
Official institutions .. ... ... 505 8,427 5,318 —236 2,712 362 619 394 3,716 227
Other foreign? . ..o e 15,992 [ 20,876 7,661 2,512 355 | —1,240 3,264 1,967 4,270 --594

Qil-exporting countricy
Middle Fast} . AN e ~6,270 | 1,576 636 -413 740 222 =301 =607 1,336 -14
ATt e s ~ 10l 7 1 Q 2 { 0 -2 i 1

1. Lstimated ofticial and private transactions in marketable U.S. Treasury
securities with an original maturity of more than 1 year. Data are based on
monthly transactions reports. Excludes nonmarketable U.S. Treasury bonds and
notes held by official institutions of foreign countries.
2. Includes U.S. Treasury notes publicly issued to private toreign residents
denontinated in foreign currencies.

3. Comprises Bahrain, Iran, Irag, Kuwait, Oman, Qatar, Saudi Arabia, and

United Arab Emirates (Yrucial States). .
4. Comprises Algeria, Gabon, Libya, and Nigeria,
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3.26 DISCOUNT RATES OF FOREIGN CENTRAL BANKS
Percent per annum
Rate on June 30, 1986 Rate on June 30, 1986 Rate on June 30, 1986
Country Country Country
Per- Month Per- Month Per- Month
cent eftective cent effeclive cent effective
Austria, . ... 4.0 Aug. 1985 France! 7.0 June 1986 Norway ..... [P 8.0 June 19843
Belgium . 8.0 May 1986 Germany, Fed. Rep. of . 3.5 Mar. 1986 Switzerand . .. ... R 4.0 Mar. 1983
Brazil ...l 490 Mar. 1981 Italy ... 12.0 May 1986 United Kingdom?. ...} ... o000
Canada.............. . 8.84 June 1986 api 15 Apr.1986 Venezuela ... .. 8.0 Oct. 1985
Denmark 7.0 Oct, 1983 Netherlands .......... ... 4.5 Mar. 1986

1. As of the end of February 1981, the rate is that at which the Bank of France

discounts Treasury bills for 7ta 10 days,

2, Minimum lending rate suspended as of Aug. 20, 1981,

Notk. Rates shown are mainly those at which the central bank cither discounts

or makes advances agaiust eligible commercial paper and/or government commer-
cial banks or brokers. For countries with more than one rate applicable to such
discounts or advances, the rate shown is the one at which it is understood the
central bank transacts the fargest proportion of its credit operations.,

3.27 FOREIGN SHORT-TERM INTEREST RATES
Percent per annum, averages of daily figures
1985 1986
Country, or type 1983 1984 1985 p———— B E e
Dec, Jan. Feb. Mar. Apr May June
| Burodollars. ... 9.57 10.75 8.27 799 8.02 7.89 7.42 6.80 6.86 6.9
2 United Kingdom R 10.06 9.91 12.16 11.66 12.78 12.60 .70 10.43 10.16 9.70
JCanada ................. ... 9.48 11.29 9.64 9.25 10.23 t1.81 10.94 v.57 8.60) 8.72
4 Germany .. .. .. 5.73 5.96 5.40 4.80 4.65 4.47 4.49 4.48 4.5% 4.59
S Switzerland. . ... 4.11 4.35 4.92 4.13 4.08 385 3.84 4.04 4.32 4.96
6 Netherlands . 5.58 6.08 6.29 5.79 5.71 5.74 5.44 5.23 . 5.76 5.90
7 France. ... 12.44 11.66 9.91 8.92 8.95 8.81 8,28 7.66 1.21 7.23
8 ftaly...... 18.95 17.08 14.86 14.71 14.88 15.91 16.05 13.62 12.35 11.78
9 Belgivm ., . .. 10.51 11.41 9.60 v.14 9.75 9.75 9.75 8.51 7.0 7.27
10 Japan. ... o 6.49 6.32 6.47 7.36 6.54 6.04 5.47 4.85 4.58 4.64

NoTe. Rates are for 3-month interbank loans except for Canada, finance company paper; Belgium, 3-month Treasury bills; and Japan, Gensaki rate.
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3.28 FOREIGN EXCHANGE RATES

Currency units per dollar

1986
Country/currency 1983 1984 1985
Jan. Feb. Mar. Apr. May June
b Australiaddolart. ..o o 90.14 87.937 70.026 70.00 69.93 7079 72.28 72.72 68.89
2 Austria/schilling. 17.968 20.005 20.676 17.151 16,389 15.976 15.965 15.667 15.699
3 Belgium/franc. .. 51.121 57.749 59.336 49.843 47.748 46.603 46.394 45.497 45.633
4 Brazillcruzeiro . . §73.27 1841.50 620510 | 11345.26 | 13020.00 13.843 13.84 13.84 13.84
5 Canada/dollar. .. .. 1,232 1.2953 1.3658 1.4070 1.4043 1.4009 1.3879 1.3757 1.3899
6 China, P.R./yuan. . . 1,9809 2.3308 2.9434 3.2095 3.2152 3.2202 3.2143 3.2014 3.2115
7 Denmarkfkrone ... Y1483 10.354 10,598 8.9468 8.6048 8.4096 83928 8.2479 8.2822
8 Finland/markka ..................... ... 5.5636 6.0007 6.1971 5.4131 5.24658 5.1517 5.1235 5.0967 5.1954
9 France/franc. ... 7.6203 8.7355 8.9799 7.4821 7.1575 6.9964 7.2060 7.0967 7.1208
10 Germany/deutsche mark 2.5539 2.8454 2.9419 2.4384 23307 2.2752 2.2132 2,2277 2.2337
11 Greece/drachma. ....ooooovoeaii i §7.895 112.73 138.40 148.69 143.48 141.43 142.50 139.64 140.98
12 Hong Kong/dollar ...........o..o.o 0. 7.2569 7.8188 7911 7.8081 7.8042 7.8125 7.7957 7.8080 7.8107
13 India/rupee . ... ..... . 10.1040 11.348 12.332 12.243 12.370 12.289 12.393 12,466 12.599
14 Ireland/pound! 124 .81 108.64 106.62 124,75 129.79 132.47 133.71 136.62 135.68
IS Malyfliva, ..o 1519.30 1756.10 1908.90 1663.14 1588.2] 1548.43 1559.45 1528.50 1533.10
16 Japan/yen ... 237.55 237.45 238.47 199.89 184 85 178.69 175.09 167.03 167.54
17 Malaysia/ringgit ... ... 2.3204 2.3448 2.4806 2.4489 2.4704 2.5367 2.5981 2.5978 2.6231
18 Netherlands/guilder. ..., .. . ... 2.4543 3.2083 3.3184 2.7489 2,6343 2.5678 2.5629 2.5082 2.5154
19 New Zealand/doliart ... 66.790 57.837 49.752 51.657 53.177 52,820 56.127 56.666 54.585
20 Norwaylkrone ... ... ool 7.3012 8.1596 8.5933 7.5541 7.2789 707114 7.1603 7.4106 7.6117
21 Portugallescudo . ... oo 111.610 147.70 172.07 157.99 152.63 149.40 150.79 149.12 151.09
22 Singapore/dollar. ... oo 2.1136 2.1325 2.2008 2.1289 2.1401 2.1600 2.1880 2.2157 2.2232
23 South Africa/rand! . ... ... L 89.85 69.534 45.57 42.40 47.94 49.04 48.77 45.67 39.49
24 South Korea/won ... 776.04 807.91 861.8% 892.75 888,57 886.66 887.95 889.09 890.74
25 Spain/peseta. ... .. 143.500 160.78 169,98 152.91 147.31 143.06 144.11 141.62 14291
26 Sri Lanka/rupee. ... ... 23.510 25.428 27.187 26.342 27.596 27.623 27.7191 27.932 27.955
27 Sweden/krona. .. ...... 7.6717 B.2706 8.6031 7.5938 7.3997 7.2610 7.2433 7.1458 7.2124
28 Switzerland/franc. .. ... 2.1006 2.3500 2.4551 2.0660 1.9547 1.9150 1.9016 1.8538 1.8406
29 Taiwan/dollar........... n.a. 39.633 39.889 39.405 39.239 39.027 34.689 38.460 38.163
30 Thailand/baht ........... 22.991 23.582 27.193 26.676 26.492 26.418 26.429 26.327 26.400
31 United Kingdom/pound! 151.59 133.66 129.74 142,44 142,97 146,74 14985 152.11 150.85
MiEmo

32 United States/dollar?, ... L 125.34 138.19 143.01 123.65 118.77 116.05 115.67 113.27 113.77

1. Value in U.S, cents.

2. Index of weighted-average exchange value of U.S. dollar against currencies
of other G-10 countries plus Switzerland. March 1973 = 100, Weights are 1972--76
global trade of each of the 10 countries. Series revised as of August 1978. For
description and back data, see "Index of the Weighted-Average Iixchange Value
of the U.S. Dollar: Revision’ on p. 700 of the August 1978 BurLeriy,

3. Currency reform.
NotEe. Averages of certified noon buying ratcs in New York for cable transfers,
Data in this table also appear in the Board’s G.5 (405) release. For address, see
inside front cover.
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Symbols and Abbreviations

¢ Corrected

¢ Estimated

p  Preliminary

r Revised (Notation appears on column heading when
about half of the figures in that column are changed.)

* Amounts insignificant in terms of the last decimal place
shown in the table (for example, less than 500,000
when the smallest unit given is millions)

General Information

Minus signs are used to indicate (1) a decrease, (2) a negative
figure, or (3) an outflow. :
“U.S. government sccurities” may include guaranteed
issues ol U.S. government agencies (the flow of funds figures
also include not fully guaranteed issues) as well as direct

STATISTICAL RELEASES

4] Calculated to be zero

n.a. Not available

n.¢.c. Not elsewhere classified

IPCs Individuals, partnerships, and corporations
REITS Real estate investment trusts

RPs Repurchase agreements

SMSAs Standard mctropolitan statistical arcas

Cell not applicable

obligations of the treasury. “State and local government”
also includes municipalitics, special districts, and other politi-
cal subdivisions.

In some of the tables details do not add to totals because of
rounding.
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4.30 ASSETS AND LIABILITILS of U.S. Branches and Agencies of Foreign Banks, December 31, 1985!
Millions of dollars

All states? New York California [inois
Item . .
Total : Total B Total ‘o Total .
IBES : . IBFs i IBks IBFs
m?]lzlldln& only? mi};ll(‘!;nb anly) "]T]l‘lll('!;"& only? lIlk[,Il}l]&]l\n), only?
| Total assets® ... 311,562 152,871 231,028 119,995 49,534 21,759 16,265 6,390
2 Claims on nonrelated parties. ........................ 286,233 133,979 215,222 105,060 42,786 19,488 16,208 6,291
3 Cash and balances due from depository institutions. 67,273 52,592 56,924 44,174 5,643 513 3,894 3,062
4 Cash items in process of collection and
unposted debits . 224 0 179 0 23 0 10 4}
S Currency and coin (U.S. and foreign) 20 n.a. 14 n.a. 2 n.a. 2 n.a.
6 Balances with depository institutions
in United States . ... 36,125 24,573 29,944 20,016 3,490 3,057 2,090 1,339
7 U.S. branches and agencies of other
foreign banks (including their IBFs). . ......... 29,524 23,046 23,990 18,673 3,24 2,925 1,868 1,298
8 Other depository institutions in United States
(including their IBFs) ... o000 6,601 1,527 5,955 1,342 259 132 222 42
9 Balances with banks in foreign countries and
with foreign central banks .................. ... 29,142 28,020 25,119 24,159 2,087 2,056 1,750 1,723
10 Foreign branches of U.S. bank 2,217 2,133 1,946 1,875 93 93 172 165
11 Qther banks in foreign countries :
foreign central banks............. ... . L 26,924 25,886 23,233 22,284 1,992 1,963 1,578 1,558
12 Batances with Federal Reserve Banks. ... ... ..., 1,762 na. 1,608 n.a. 4] n.a, 43 n.a,
13 ‘Total securities and loans .. .................... ..., . 182,035 78,345 129,395 58,443 30,715 13,992 11,582 3,088
14 ‘Total securities, book value. . . 18,667 7,151 15,555 3,490 2,407 1,484 528 133
15 U.S. Treasury 4,496 n.a, 4,255 n.i. 61 n.a. 170 n.a.
16 Obligations of U.S. government agencies
and corporations ..., e 976 n.a. 956 n.a. 18 ha. 0 n.a.
17 Other bonds, notes, debentu and corporate stock
(including state and local securities) ............ 13,195 7,151 10,344 5,490 2,328 1,484 358 133
18 Federal funds sold and securities ptrchased
under agreements tovesell.. ..o oL 9,692 943 8,594 845 748 65 156 9
19 U.S branches and agencies of other foreign banks . . . 6,042 531 5,314 504 470 15 140 2
20 Commercial banks in United States. ................ 1,768 35 1,606 21 7% 0 9 0
200 Other ... 1,882 377 1,674 "320 201 50 7 1
22 Tolal l0ans, BrosS ... i it e 163,521 71,220 113,938 52,975 28,354 12,511 11,059 2,955
23 Less: Unearned income on loans . 152 27 98 23 46 3 4 (]
24 Equals: Loans, net ...l 163,368 71,193 113,840 52,953 28,308 12,508 11,055 2,954
Total loans, gross, by um'gmy
25 Real estate loans . 5,758 64 2,621 46 1,166 19 478 0
26 Loans to depository . 55,842 37,907 40,390 26,092 11,027 8,669 3,046 2,124
27  Commercial banks | lII United & dlL\ (mu uding U s} . 30,657 14 986 21,492 8,825 6,958 5,012 1,841 1,010
28 U.S. branches and agencies of other ﬁ)lugn banks . 26,709 13,2712 18,070 7,342 6,646 4,820 1,741 978
29 Other commercial banks in United States ......... 3,948 1,713 3,423 1,484 32 192 100 32
30 Other depository institutions in United States
(including IBFs) ... 100 28 74 28 12 0 0 0
31 Banks in foreign countries........... ... ... ... ..., 25,085 22,893 18,823 17,239 4,057 3.657 1,205 1,114
32 Foreign branches of U.S. banks.................. 988 BEY 727 681 247 193 9 9
13 Other banks in foreign countrie o 24,096 22,008 18,097 16,558 3,809 3,463 1,196 1,105
34 Other financial institutions........................... 4,839 461 3,532 375 341 59 939 18
35 Commercial and industrial loans. . .......... . ... ... ... 73,031 18,447 47,646 15,023 13,501 2,182 5,903 423
36 U.S. addressees (domicile) ........... 49,952 101 29,231 99 10,802 0 5,353 0
37 Nun-U.S. addressees (domicile) .. ... .. 23,079 18,346 18,415 14,924 2,699 2,151 550 423
3 Acceptances of other banks, ........ . ... 1,206 30 1,055 21 120 2 12 7
39 US. 976 0 849 0 106 0 5 0
40 Foreignbanks........... .. ool 230 30 206 21 14 2 7 7
41 Loans to foreign governments and official institutions
(including foreign central banks). ..o 15,878 13,989 12,635 11,165 1,702 1,557 434 383
42 Loans for purchasing or carrying securities
(secured and unsecured). . ... ... L 5,575 154 5,219 154 153 Y 0 0
43 Allother loans ..o ot i i 1,392 168 840 99 143 54 246 0
44 Al other assels oo ..o 27,232 2,099 20,309 1,597 5,680 318 575 133
45 Customers’ liability on acceptances vutstanding . . . . .. 20,887 N, 15,689 n.a. 4,682 n.a. 169 n.a.
46 U.S. addressees (domicile) ...................... 13,053 n.a. 8,799 n.i. 3,980 na. 156 n.a.
47 Non-U.S. addressees (domicile) .................. 7,835 1., 6,8%0 n.a. 02 n.a. i3 n.a.
48  Other assets including other claims
on nonrelated parties ... ... L 6,345 2,099 4,620 1,597 998 318 406 133
49 Net duc from related depository institutions® .......... 25,329 18,892 15,805 14,935 6,748 2,271 57 99
50 Net duc from head office and other
related depaository institutions’ .. ..., ..., 25,329 n.a. 15,805 n.d. 6,748 na. 57 n.a.
51 Net due from establishing entity, head offices,
and other related depository institutionss ... ..... n.4. 18,892 n.a. 14,935 n.a. 2,271 n.a. 9
52 Total liabilities®. ......... ... .o 311,562 152,871 231,028 119,995 49,534 21,759 16,265 6,390
53 Liabilities to nonrelated parties . ..................... 270,815 128,735 208,354 101,845 44,506 19,521 8,865 3,611




4,30 Continued

Millions of dollars

. Branches and Agencies

A7l

54
5§

56
57
58

105
106
107
108
109
110
11l
112
113
114
s

116

All states? New York Calitornia [inois
Item e . o
Total Total ” Total : Total .
excluding lHll 3 excluding l'}[ill 5 excluding llill 3 excluding [HII 3
1BEs onty INFs only IHFs only IBEs only
Total deposits and credit balances 43,111 106,768 35,614 90,200 1,798 11,512 2,410 1,592
Individuals, partnerships, and unpumtmm .......... 31,524 12,842 25,011 473 1,375 38K 1,993 80
U.S. dddre\scm (domicile} ............. 25,176 538 20,582 504 553 3 1,885 0
Non-U.S. addressees (domicile) 6,348 12,304 4,429 9,369 821 158 108 80
Commercial banks in United States
(including their IBES) ..o 5,425 37,684 5,319 29,803 75 6,673 395 796
U.S. branches and agencies of
other foreign banks ........... 3,224 30,458 2,852 23,950 39 5,503 3 667
Othu commercial banks in United States 2,602 7,225 2,467 5,852 36 1,170 64 129
Banks in foreign countries . ......... ... ... 1,640 51,520 1,485 45,963 il4 4,410 7 702
Poreign branches of U.S, banks . o o8 6,400 67 5,184 0 921 0 179
Other banks in foreign CONLEES + oo 1,572 45,120 1,418 4() 779 114 3,449 7 523
Foreign governments and oflicial institutions
(including foreign central banks ............. ... 3,452 4,710 3,242 4,550 195 40 2 14
All other deposits and credit balances. e 286 12 215 1 9 0 | ]
Certified and ofticial checks.................. oo 184 Nt 322 n.a, 21 0. 13 n.a
Transaction accounts and credit balances
(excluding IBES) ..o 4,441 i 3,709 n.a, 173 n.i 154 n.a.
Individuals, partnerships, and corporations . o 2,808 n.a 2,235 n.a. 134 n.a 137 n.a.
U.S. addressees (domicile) .............. 1,844 n.a 1,519 n.a. 94 n.i 133 n.a.
Non-U.8. addressees {domicile) 964 n.a. 716 n.a. 40 n.a 4 n.a.
Commercial banks in United States (including 1IBI%s) . 180 n.a. 159 n.a, 1 n.a 0 n.a.
U.S. branches and agencies of other foreign banks . 113 n.a. 17 n.a. 0 n.a 0 na
Other commercial banks in United States ..., ... 162 0.4, 142 n.a. 1 n.a 0 n.a.
Bauks in foreign countries 664 na 626 n.a 5 n.a. 2 n.a.
Foreign branches of U.S. banks . 18 n.a 17 n.a 0 n.a 0 n.a
Other banks in foreign countries 646 n.a 609 na 5 n.a. 2 n.a
Foreign governments and official institutions
(including foreign central banks). .. ............. 319 n.a. 303 n.a t n.a 2 n.a
All other deposits and credit balunces. 87 n.a. 64 n.a 4 n.it 1 n.a
Certified and ofticial checks. ... 384 n.it 322 n.a 27 n.a 13 n.a
Demand deposits (included in transaction accounts
and credit balances) ...... ... 3,569 n.a. 3,013 n.a 92 nait 145 n.a.
Individuals, partoerships, and corporations 2,294 n.a. 1,856 n.a 57 n.a. 128 n.a.
U.S. addressees (domicile) ...oooo.. .. 1,481 n.a. 1,251 n.a, 33 i 124 n.a.
Non-U.S. addressees (domicile) . ................. B4 n.a. 605 na. 25 . 3 n.a.
Commercial banks in United States (including [BES) 141 n.a. 121 ma, | n.a. 0 n.a.
U.S. branches and agencies of other foreign bunks . 3 n.a. n.a. 0 n.a. 0 n.a
Other commercial banks in United States ......... 138 n.a lIB n.a, | n.a. 0 n.a
Banks in foreign countries ... .. 536 n.a S0y n.a 5 n.a, 2 n.i
Foreign branches of U.S. bunk o 15 n.a 14 n.a 0 n.a. 0 n.a
Other bauks in foreign countries ................. 520 n.a 494 n.i 5 n.i 2 ILit
Foreign governments and oflicial institutions
(including foreign central banks). 196 n.a 150 n.i 1 n.a 2 n.a
All other deposits and credit bulances. o 19 na 16 n.a 0 0. I n.a
Certificd and official checks. ... .o L 384 n.a 22 na 27 1.t 13 n.a
Non-transaction accounts (including MMDAS,
excluding IBFs) ... 3R.670 n.a. 31,905 n.a, 1,622 n.a 2,256 n.a
Indmduals partnerships, and corporations ... .. 28,716 . 22,776 n.d. 1,241 i 1,856 .a
. dderssc&,\ (domicile) ................ 23,333 it 19,064 na, 459 n.a 1,752 n.a
Non U.S. addressees (domicile) 5,343 n.a. 3712 n.a. 82 n.d 104 n.a
Commercial banks in Unilc&l States (including (B . 5,646 n.a. 5,160 n.a, 74 n.a 395 n.a
U 8. branches and agencies of other foreign banks . 3,206 n.a. 2,834 LN 19 n.a i na
Other commercial banks in United States ..., .. .. 2,439 n.a. 2,325 na. 15 n.a 63 n.a
Banks in foreign countries ........... . 976 n.a. 858 n.a. 109 Nt 5 n.a
Foreign branches of U.S. banks AR 50 n.a. 50 n.a. 0 n.u 0 1.4
Other banks in foreign countries.................. 927 n.a. §09 n.a. 109 n.a 5 A,
Foreign governments and official institutions
(including foreign central banks). ... ... .. 3,133 n.a 2,940 n.a. 194 n.a. 0 1n.a.
All other deposits and credit balances. ... 199 n.a 171 n.a, 5 n.a 0 n.a,
IBF deposit liabilities ... oo n.a. 106,768 n.a. 90,200 N, 11,512 n.a. 1,592
[ndividuals, partnerships, and corporations . .. 12,842 n.a. 9,873 n.a. 388 n., 80
U.S. addressees (domicile} ... ..., ... . n.a, 538 n.a. S04 n.a. 33 n.a. 1}
Non-U.S, addressees (domicile) ... in.a. 12,304 n.a. 9,369 n.a. REN n.a. 80
Comunercial banks in Unmd States (including [BEs) . n.a. 37,684 n.a. 29,803 n.a. 6,673 nal, 796
U.S. branches and agencies of other foreign banks . n.d. 30,458 n.a. 23,950 n.a. 5,503 n.. 667
Other commercial banks in United States ... na. 7,225 n.a. 5,852 it 1,170 .. 129
Banks in foreign countries ... ..o n.a. 51,520 n.a. 45,963 n.a. 4,410 0., 02
Foreign branches of U.S. banks................ .. n.a 6,400 n.a. 5,184 n.a. 9221 N, 179
Other banks in foreign countries. .. ............ ... n.a 45,120 n.a 40,779 n.a. 1,489 n.a 523
Foreign governments and officiat institutions
(including foreign central banks). .. ... ... na 4,710 n.a 4,550 n.d 40 n.a 14
All other deposits and credit balances............... n 12 n.a. 11 n.it 0 n.a 0

For notes sce end of table.
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4.30  ASSETS AND LIABILITIES of U.S. Branches and Agencies of Foreign Banks, December 31, 1985'—Continued
Millions of dolfars
All states? New York California tllinois
ftem - - " -
l'otal Total : lotal Total ;
including I)Hll H inchiding I)Il:l] 5 inctuding l'“]l 3 inchiding lll]l :
IBFs only IRFs onty IBFs only IRLs only
117 Federal funds purchased and securities sold under
agrecments to repurchase. .. oo 33,350 1,823 25,199 1,296 6,756 S06 953 20
I8 1.8, branches and agencies of other
foreign banks ... o 7,848 615 5,796 315 1,750 296 143 4
1Y Other commercial banks in United States . 17,049 57 11,980 53 4,231 3 633 0
120 Other ... .. R,453 1,151 7.423 928 775 207 177 16
121 Other borrowed money ........... ... oo 59,443 18,280 35,919 8,914 18,716 1,257 3,458 1,867
122 Owed to nonrelated commercial banks in
United States (including IRIs) ... oL 44,361 8,276 25,360 2,874 15,839 4,791 1,904 416
123 Owed to U.S. offices of nonrelated
US. banks ..o 23,395 1,908 14,235 767 7,443 91 774 21
124 Owed to U.S. branches and agencies of
nonrelated foreign banks ... oL 20,967 6,308 11,126 2,107 8,396 3,800 1,130 395
125 Owed to nonrelated hanks in foreign countries 9,683 8,900 5,666 4,970 2,492 2,461 1,449 1,423
126 Owed to foreign branches of nonrelated
S banks ..o v 1,047 978 RAZ] 295 496 468 208 206
127 Owed to foreign offices of nonreluted
foreign banks .. 8,637 7,922 5,333 4,675 1,996 1,993 1,241 1,217
128 Owed toothers ..o e 5,398 1,104 4,893 1,070 385 S 10s 28
129 All other liabilities. ............ 28,143 1,864 21,422 1,434 5,727 246 453 133
130 Branch or agency liability on acceptances exceuted
and outstanding .. ......... e 22,982 na. 17,458 .. 4,988 n.a. 170 n.a,
131 Other liabilities to nonrelated parties. ............... 5,161 1,864 3,964 1,434 740 246 283 133
132 Net due to related depository institutions™. ... ... ... 40,747 24,136 22,673 18,150 5,028 2,238 7,399 2,779
133 Net due to head oftfice and other related
depository institutions®. ... 40,747 na. 22,673 n.a. 5,028 n.a. 7,399 n.a.
134 Net due to establishing entity, head oftice,
and other related depository institutionsS . ... ... n.a. 24,136 1.4, 18,150 n.a. 2,238 1. 2,719
Memo
135 Non-interest beating balances with commercial banks
in United States 2,785 34 2,605 29 82 0 45 0
136 Holding of commercial paper included in total loans . ... 672 n.a. 363 Tt 247 i 62 Nt
137 Holding of own acceptances included in commercial
and industriat loans ... ... o o 3,849 n.a 2,930 1.it. 671 n.a £ n.a.
138 Commercial and industrial loans with remaining maturity
ofoneyearorless...........o oo . 48,358 n.a 30,527 .. 9,223 n.a 4,51§ n.a.
139 Predetermined interest rales - 29,473 na 17,133 i, 7122 N 327 .
140 Floating interest rales . ..o oo oo 18,885 ma 13,395 it 2,101 n.it 1,243 nit,
141 Commercial and industrial loans with remaining maturity
of more thanone year ... . 24,673 ha 17,119 .. 4,278 n.a 1,388 na.
142 Predetermined interest rate 9,174 n.a 5,786 n.a. 1,899 n.a 549 n.a.
143 [loating interest ratesS .. ..o oo 15,499 na 11,333 n.i. 2,379 i 438 na.




430 Continued
Millions of dollars

U.S. Branches and Agencies AT3

All states? New York California Illinois
Item Total Total IBFs Total T Total IHFs
cxr}];xl&:l:ng only? cxﬂ}u;_l:ng only? cxf&'{&"“ only? cxﬁ"'ﬁ.‘l"“ only?
144 Components of total nontransaction accounts,
included in total deposits and credit balances of
nontransactional accounts, including IBEFs ..., 48,829 41,503 n.a. 1,686 n.d. 2,751 n.a.
145 Time CDs in denominations of $100,000 or more ..., 32,189 26,568 n.a. 1,401 n.4. 1,953 n.a.
146 Other time deposits in denominations of $100,000
~or more 4,106 3,888 n.a, 69 n.a, 123 n.a.
147 Time CDs in denominations of $100,000 or more
with remaining matority of more than
2months ... e 12,535 11,049 n.a, 216 n.a. 675 n.a.
| + .
All states? New York California Hlinois
Total : Total ;. Total o Total ’
i e 81 et IBIs RN IBEs f Il
mﬂ;ll‘?‘i"b only’ milllllldflng only’ “mllll;l(glsnb only? lll&iililli!:l\[, only?
148 Market value of securities held. ........... .. ... ...,
150 Immediately available funds with a maturity 65,902 7,328 62,986 5,696 2,250 1455 28 133
greater than one day included in other
borrowed money o 40,261 24,164 na, 13,908 na. 1,601 n.a.
 renor o6
150 Number of reports fledb. . ... oo oL 466 217 17 46 AL

1. Data are aggregates of categories reported on the quarterty form FEIEC 002,
“Report of Assets and Liabilities of U.S. Branches and Agencies of Foreign
Banks.’ Details may not add to totals because of rounding. This form was first
used for reporting data as of June 30, 1980, and was revised as of December 31,
1985. From Navember 1972 through May 1980, U.S. branches and agencies of
foreign banks had filed a monthly FR 8862 report. Aggregate data from that report
were available through the Federal Reserve statistical release G. 11, last issued on
July 10, 1980. Data in this table and in the G.11 tables are not strictly comparable
because of diftercnces in reporting panels and in definitions of balance sheet
items,

2. Includes the District of Columbia, }

3. Effective December 1981, the Federal Reserve Board amended Regulations
D and Q to permit banking offices located in the United States to operate
International Banking Facilities (IBFs). As of December 31, 1985, data for IBFs
are reported in a separate column, These data are either included in or excluded
fram the total columns as indicated in the headings. The notation *‘n.a.” indicates

that no [BE data are reported for that item, either because the item is not an
eligible IBIY asset or liability or because that level of detail is not reported for
iBF's. From December 1981 through September 1985, IBEF dala were included in
all applicable items reported.

4, Total assets and total liabilities include net balances, if any, due from or due
to related banking institutions in the United States and in foreign countries (see
footnote 5). On the former monthly branch and ageney report, available through
the G.11 statistical release, grosy balances were included in total assets and total
liabilities. Therefore, total asset and total lability figures in this table are not
u)mpnrdblc to those in the G. 11 ldhl(,\

“Related banking institutions” includes the foreign head oflice and other
u. S and foreign branches and agencies of the bank, the bank’s parent holding
company, and majority-owned banking subsidiaries of the bank and of its parent
holding company (including subsidiaries owned both directly and indirectly).

6. In some cases two or more offices of a forcign bank within the same
metropolitan area file a consolidated veport.
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Federal Reserve Board Publications

Copies are available from PUBLICATIONS SERVICES,
Mail Stop 138, Board of Governors of the Federal Reserve
System, Washington, D.C. 20551, When a charge is indicat-
ed, remittance should accompany request and be made
payable to the order of the Board of Governors of the Federal
Reserve System. Remiittance from foreign residents should
be drawn on a U.S. bunk. Stumps and coupons are not
accepted.

THE FEDERAL. RESERVE SYSTEM—PURPOSES AND FuNc-
TIONS. 1984. 120 pp.

ANNUAL REPORT.

ANNUAL REPORT: BUDGET REViEWw, 198586,

FEpERAL RESERVE BuLretin. Monthly. $20.00 per year or
$2.00 each in the United States, its possessions, Canada,
and Mexico; 10 or more of same issue to one address,
$18.00 per year or $1.75 each. Elsewhere, $24.00 per
year or $2.50 cach.

BANKING AND MONETARY STATISTICS. 1914-1941. (Reprint
of Part I only) 1976. 682 pp. $5.00.

BANKING AND MONETARY STATISTICS. 1941-1970. 1976.
1,168 pp. $15.00.

ANNUAL STATISTICAL IMGEST
1974-78. 1980. 305 pp. $10.00 per copy.

1981. 1982. 239 pp. § 6.50 per copy.
1982. 1983. 266 pp. $ 7.50 per copy.
1983. 1984. 264 pp. $11.50 per copy.
1984. 1985. 254 pp. $12.50 per copy.

FEDERAL RESERVE CHART BoOK. Issued four times a year in
February, May, August, and November. Subscription
includes one issue of Historical Chart Book. $7.00 per
year or $2.00 each in the United States, its possessions,
Canada, and Mexico. Elsewhere, $10.00 per year or
$3.00 each.

HistorIicaL Cuart Book. Issued annually in Sept. Subscrip-
tion to the Federal Rescrve Chart Book includes one
issue. $1.25 each in the United States, its possessions,
Canada, and Mexico; 10 or more to onc address, $1.00
cach. Elsewhere, $1.50 each.

SELECTED INTEREST AND EXCHANGE RATES—WEEKLY SE-
riEs OF CHARTS. Weekly. $15.00 per year or $.40 each in
the United States, its possessions, Canada, and Mexico;
10 or more of same issue to onc address, $13.50 per year
or $.35 each. Elsewhere, $20.00 per year or $.50 cach.

The FEDERAL RESERVE ACT, as amended through August 31,
1985, with an appendix containing provisions of certain
other statutes affecting the Federal Reserve System. 576
pp. $7.00.

REGULATIONS OF THE BOARD oF GOVERNORS OF THLE FED-
ERAL RESERVE SYSTEM.

ANNUAL PeERCENTAGE RATE Tapies (Truth in Lending—
Regulation Z) Vol. I' (Regular Transactions). 1969, 100
pp. Vol. Il (Irregular Transactions). 1969, 116 pp. Each
volume $2.25; 10 or more of same volume to one
address, $2.00 each.

FEDERAL RESERVE MEASURES 01 CAPACITY AND CAPACITY
UtrLization. 1978, 40 pp. $1.75 each; 10 or more to one
address, $1.50 cach.

THE BANK HOLDING CoMPANY MOVEMENT TO 1978: A
CoMreNDIUM. 1978, 289 pp. $2.50 each; 10 or more to
one address, $2.25 cach.

INTRODUCTION TO FrLow 01 FUNDS. 1980, 68 pp. $1.50 cach;
10 or more to one address, $1.25 cach.

Pusric Poricy annp Carital. Formarion. 1981, 326 pp.
$13.50 cach.

SEASONAL ADJUSTMENT OF THE MONETARY AGGREGATES:
REPORT OF THE COMMITTEE OF EXPERTS ON SEASONAL
ADJUSTMENT TECHNIQUES, 1981, 55 pp. $2.75 each.

FEDERAL RESERVE REGULATORY SERVICE. Looselcaf; updat-
cd at fcast monthly. (Requests must be prepaid.)

Consumer and Community Affairs Handbook. $60.00 per
year.

Monetary Policy and Reserve Requirements Handbook.
$60.00 per year,

Securities Credit Transactions Handbook. $60.00 per year.

Federal Reserve Regulatory Service. 3 vols, (Contains all
three Handbooks plus substantial additional material.)
$175.00 per year,

Rates for subscribers outside the United States are uas
follows and include additional air mail costs:

Federal Reserve Regulatory Service, $225.00 per year.

Fach Handbook, $75.00 per year.

Tue U.S. ECONOMY IN AN INTERDEPENDENT WORLD: A
MULTICOUNTRY MobEL, May 1984, 590 pp. $14.50 each.

WELCOME TO THE FEDLERAL RESERVE.

PROCESSING AN APPLICATION THROUGH THE FEDERAL RE-
SERVE SYSTEM. August 1985. 30 pp.

THE MONETARY AUTHORITY OF THE FEDERAL RESERVE,
May 1984. (High School L.evel.)

WRITING IN STYLE AT THE FEDERAL RESERVE. August 1984,
93 pp. $2.50 each.

REMARKS BY CHAIRMAN PAUL A. VOLCKER, AT XIII AMERI-
CAN-GERMAN BIENNIAL CONFERENCE, March 1985,
REMARKS BY CHAIRMAN PAUL A, VOLCKER, TO THE EMPIRE
Cruns or CANADA AND THE CANADIAN CLUB OF To-

RONTO, QOctober 28, 1985.

CONSUMER EDUCATION PAMPIILETS
Short pamphlets suitable for classroom use, Multiple copies
avuailable without charge.

Alice in Debitland

Consumer Handbook on Adjustable Rate Mortgages
Consumer Handbook to Credit Protection Laws

The Equal Credit Opportunity Act and Business Credit
Fair Credit Billing

Federal Reserve Glossary

Guide to Federal Reserve Regulations

How to File A Consumer Credit Complaint

If You Borrow To Buy Stock

If You Use A Credit Card

Instructional Materials of the Federal Reserve System
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Series on the Structure of the Federal Reserve System
The Board of Governors of the ederal Reserve System
The Federal Open Market Committee
Federal Reserve Bank Board of Directors
Federal Reserve Banks
Organization and Advisory Committees

U.S. Currency

What Truth in Lending Means to You

PAMPHLETS FOR FINANCIAL INSTITUTIONS
Short pamphlets on regulatory compliance, primarily suit-
able for banks, bank holding companies and creditors.

The Board of Directors’” Opportunities in Community Rein-
vestment

The Board of Directors’ Role in Consumer 1aw Compliance

Combined Construction/Permancent Loan Disclosure and
Regulation 7,

Community Development Corporations and the Federal Re-
serve

Construction Loan Disclosurcs and Regulation 7,

Iinance Charges Under Regulation 7

How to Determine the Credit Needs of Your Community

Regulation Z: The Right of Rescission

The Right to Financial Privacy Act

Signature Rules in Community Property States: Regulation B

Signature Rules: Regulation B

Timing Requirements for Adverse Action Notices: Regula-
tion B

What An Adverse Action Notice Must Contain: Regulation B

Understanding Prepaid Finance Charges: Regulation 7

STAFV STUDIES: Summaries Only Printed in the
Bulletin
Studies and papers on economic and financial subjects that

are of general interest, Requests to obtain single copies of

the full text or to be added to the mailing list for the series
tmuy be sent to Publications Services.

Staft Studies 115-125 are out of print.

114. MurriBANK HorDING CoMPANIES: RECENT EVI-
DENCE ON COMPETITION AND PERFORMANCE IN
BANKING MARkETS, by Timothy J. Curry and John T,
Rose. Jan. 1982. 9 pp.

126. DEFINITION AND MEASUREMENT OF EXCHANGE MAR-
KET INTERVENTION, by Donald B. Adams and Dale
W. Henderson. August 1983. 5 pp.

127. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: JANUARY-MARCH 1975, by Margaret 1.
Greene. August 1984, 16 pp.

128. U.S. EXPERIENCE WITH EXCHANGE MARKET INTER-
VENTION: SEPTEMBER 1977-DECEMBER 1979, by Mar-
garct 1. Greene., October 1984, 40 pp.

129. U.S. ExXpERIENCE WITH EXCHANGE MARKET INTER-
VENTION: OctoBeR 1980-OcToBER 1981, by Murgaret
I.. Greene. August 1984. 36 pp.

130. EFFECTS OF EXCHANGE RATE VARIABILITY ON IN-
TERNATIONAL TRADE AND OTHER ECONOMIC VARIA-

131.

132.

133.

134.

136.

137.

138.

139.

140.

141,

142.

143.

144,

145.

146.

147.

148.

BLES: A REVIEW OF THE LITERATURE, by Victoria S.
Farrell with Dean A. DeRosa and T, Ashby McCown,
January 1984, Qut of print.

CALCULATIONS OF PROFITABILITY FOR U.S. DOLLAR-
Deurscie Mark INTERVENTION, by Laurence R.
Jacobson. October 1983, 8 pp.

TIME-SERIES STUDIES OF TOE RELATIONSHIP BE-
TWEEN EXCHANGE RATES AND INTERVENTION: A
ReviEw oF ThE TECHNIQUES AND [ITERATURE, by
Kenneth Rogoff. October 1983, 15 pp.
RELATIONSHIPS AMONG EXCcHANGE RATES, INTER-
VENTION, AND INTEREST RATES: AN EMPIRICAL IN-
VESTIGATION, by Bounnie . Loopesko. November
1983, Out of print.

SMALL EMPIRICAL. MODELS OF EXCHANGE MARKET
INTERVENTION: A REVIEW OF THE LITERATURE, by
Ralph W. Tryon. October 1983, 14 pp.

. SMALL EMPIRICAL MODELS OF EXCHANGE MARKET

INTERVENTION: APPLICATIONS TO CANADA, GERMA-
NY, AND JAPAN, by Dcborah J. Danker, Richard A.
Haas, Dale W. Henderson, Steven A, Symansky, and
Ralph W. Tryon. April 1985. 27 pp.

Tue Errects or Fiscar. Poricy oN e U.S. EcoNo-
My, by Darrell Cohen and Peter B. Clark. January
1984, 16 pp. Out of print.

Toe IMPLICATIONS FOR BANK MERGER PoLicy or
FINANCIAL DEREGULATION, INTERSTATE BANKING,
AND FINANCIAL SUPERMARKETS, by Stephen A.
Rhoades. February 1984, Qut of print.

ANTITRUST [.AWS, JUSTICE DeEPARTMENT GUIDE-
LINES, AND THE LiMiTs or CONCENTRATION IN Lo-
CAL BANKING MARKETS, by James Burke. Junc 1984,
14 pp.

SOME IMPLICATIONS O1' FINANCIAL INNOVATIONS IN
THE UNITED STATES, by Thomas . Simpson and
Patrick M. Parkinson. August 1984. 20 pp.
GEOGRAPINIC MARKET DELINEATION: A REVIEW OF
THE LITERATURE, by Joln D. Wolken. November
[984. 38 pp.

A CoOMPARISON OF DIRECT DErostt anD CHECK PAY-
MENT CosTs, by William Dudley. November 1984.
L5 pp. ‘
MERGERS AND  ACQUISITIONS BY COMMERCIAL
BANKs, 1960-83, by Stephen A, Rhoades. December
1984. 30 pp.

CoMPLIANCE CosTs AND CONSUMER BENEFITS OF
THE ELECTRONIC FUND TRANSFER ACT: RECENT
Survey EVIDENCE, by Frederick J. Schroeder. April
1985. 23 pp.

ScaLk EcoNoMIES IN COMPLIANCE CoSTS FOR CON-
SUMER CrEDIT REGULATIONS: Tar TrRUTIC IN LEND-
ING AND EQUAL CREDIT OPrORTUNITY l.AWS, by
Gregory E. Ellichausen and Robert D. Kwntz. May
1985. 10 pp.

SERVICE CHARGES AS A SOURCE OF BANK INCOME
AND THEIR IMmracr onN Consumirs, by Glenn B.
Canner and Robert D, Kurtz. August 1985, 31 pp.
ThE ROLE OF THE PRIME RATE IN THE PRICING OF
Busingss 1.oaNs BY COMMERCIAL BANKS, 1977-84,
by Thomas F. Brady. November 1985, 25 pp.
REVISIONS IN THFE MONETARY SERVICES (DIVISIA)
INDEXES OF THE MONETARY AGGREGATES, by IHelen
T. Farr and Deborah Johnson, December 1985. 42 pp.
Tir MACROECONOMIC AND SECTORAL HEFECTS OF
THE EcoONoMIC RECOVERY TAX AcT: SOME SIMULA-
110N RESULTS, by Flint Brayton and Peter B. Clark.
December 1985, 17 pp.
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149, Tue OPERATING PERFORMANCE OF ACQUIRED FIRMS
IN BANKING BEFORE AND AFTER ACQUISITION, by
Stephen A. Rhoades. April 1986. 32 pp.

150. StaTisTicAL COST ACCOUNTING MODELS IN BANK-
ING: A REEXAMINATION AND AN APPLICATION, by
John T. Rose and John D. Wolken, May 1986. 13 pp.
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Index to Statistical Tables

References are to pages A3—-A73 although the prefix “A’" is omitted in this index

ACCEPTANCES, bankers (See Bankers acceptances)
Agricultural loans, commercial baunks, 19, 20
Asscts and liabilitics (See also Foreigners)
Banks, by classes, 18-20
Domestic finance companics, 37
Tederal Reserve Banks, 10
I'inancial institutions, 26
Foreign banks, U.S. branches and agencies, 21, 70-73
Nonfinancial corporations, 36
Automobiles
Consumer installment credit, 40, 41
Production, 47, 48

BANKERS acceptances, 9, 23, 24
Bankers balances, 18-20 (See also Foreigners)
Bonds (See also U.S, government securities)
New issues, 34
Rates, 24
Branch banks, 21, 55, 70-73
Business activity, nonfinancial, 44
Business expenditures on new plant and equipment, 36
Business loans (See Commercial and industrial loans)

CAPACITY utilization, 46
Capital accounts
Banks, by classes, 18
I'ederal Reserve Banks, 10
Central banks, discount rates, 67
Certificates of deposit, 24
Commercial and idustrial loans
Commercial banks, 16, 19, 70
Weekly reporting banks, 19-21
Commercial banks
Asscts and liabilities, 18-20
Commercial and industrial loans, 16, 18, 19, 20, 21, 70
Consumer loans held, by type, and terms, 40, 41
Loans sold outright, (9
Nondeposit funds, 17
Real estate mortgages held, by holder and property, 39
Time and savings deposits, 3
Commercial paper, 23, 24, 37
Condition statements (§¢e Assects and habilities)
Construction, 44, 49
Consumer installment credit, 40, 41
Consumer prices, 44, 50
Consumption expenditures, Si, 52
Corporations
Nonfinancial, asscts and liabilities, 36
Profits and their distribution, 335
Security issues, 34, 65
Cost of living (See Consumer prices)
Credit unions, 26, 40 (See also Thrift institutions)
Currency and coin, 18
Currency in circulation, 4, 13
Customer credit, stock market, 25

DIEBITS to deposit accounts, 15
Debt (See specific types of debt or securities)
Demand deposits

Banks, by classes, 18-21

Demand deposits—Continued
Ownership by individuals, partnerships, and
corporations, 22
Turnaver, 15
Depository institutions
Reserve requirements, 7
Reserves and related items, 3, 4, 5, 12
Deposits (See also specific types)
Banks, by classes, 3, 18-20, 21
Federal Reserve Banks, 4, 1)
Turnover, 15
Discount rates at Reserve Banks and at foreign central
banks and foreign countries (See Interest rates)
Discounts and advances by Reserve Banks (See Loans)
Dividends, corporate, 35

EMPLOYMENT, 45
Lurodollars, 24

FARM mortgage loans, 39
Federal agency obligations, 4, 9, 10, 11, 31, 32
Federal credit agencies, 33
frederal finance
Debt subject to statutory limitation, and types and
ownership of gross debt, 30
Receipts and outlays, 28, 29
Treasury financing of surplus, or deficit, 28
T'reasury operating balance, 28
Federal Financing Bank, 28, 33
Federal funds, 5, 17, 19, 20, 21, 24, 28
Federal Home Toan Banks, 33
Federal Home Loan Mortgage Corporation, 33, 38, 39
FFederal Housing Administration, 33, 38, 39
Federal Land Banks, 39
Federal National Mortgage Association, 33, 38, 39
Federal Reserve Banks
Condition statement, 10
Discount rates (See Interest rates)
U.S. government securities held, 4, 10, 11, 30
Federal Reserve credit, 4, 5, 10, 11
Federal Reserve notes, 10
Federal Savings and Loan Insurance Corporation insured
institutions, 26
Federally sponsored credit agencics, 33
Finance companices
Assets and liabilities, 37
Business credit, 37
L.oans, 40, 41
Paper, 23, 24
Financial institutions
L.oans to, 19, 20, 21
Selected assets and liabilities, 26
Float, 4
Flow of funds, 42, 43
Foreign banks, assets and liabilitics of U.S. branches and
agencies, 21, 70-73
Foreign currency operations, 10
Foreign deposits in U.S. banks, 4, 10, 19, 20
Foreign cxchange rates, 68
Foreign trade, 54
Foreigners
Claims on, 55, 57, 60, 61, 62, 64
Liabilities to, 20, 54, 55, 57, 58, 63, 63, 66
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GOLD

Certificate account, 10

Stock, 4, 54
Government National Mortgage Association, 33, 38, 39
Gross national product, 5|

HOUSING, new and existing units, 49

INCOME, personal and national, 44, 51, 52
Industrial production, 44, 47
[nstallment toans, 40, 41
Insurance companies, 26, 30, 39
Interest rates
Bonds, 24
Consumer instaliment credit, 41
Federal Reserve Banks, 6
Foreign central banks and foreign countries, 67
Money and capital markets, 24
Mortgages, 38
Prime rate, 23
Time and savings deposits, 8§
International capital transactions of United States, 53-67
International organizations, 57, 58, 60, 63, 64
Inventories, §1
Investment companies, issues and assets, 35
Investments (See also specific types)
Banks, by classes, 18, 19, 20, 21, 26
Commercial banks, 3, 16, 18-20, 39
Federal Reserve Banks, 10, 11
Financial institutions, 26, 39

LLABOR force, 45
Life insurance companies (See Insurance companies)
Loans (See also specific types)

Banks, by classes, 18-20

Commercial banks, 3, 16, 18--20, 70

Federal Reserve Banks, 4, S, 6, 10, 11

Financial institutions, 26, 39

Insured or guaranteed by United States, 38, 39

MANUFACTURING
Capacity utilization, 46
Production, 46, 48

Margin requirements, 25

Mcember banks (See also Depository institutions)
Federal funds and repurchase agreements, S
Rescrve requirements, 7

Mining production, 48

Mobile homes shipped, 49

Monctary and credit aggregates, 3, 12

Moncy and capital market rates, 24

Moncey stock measures and components, 3, {3

Mortgages (See Real estate loans)

Mutual funds, 35

Mutual savings banks, 8 (See also Thrift institutions)

NATIONAL defense outlays, 29
National income, 5t

OPEN market transactions, 9

PERSONAL income, 52

P'rices
Consumer and producer, 44, 50
Stock market, 25

Prime rate, 23

Producer prices, 44, 50

Production, 44, 47

I'rofits, corporate, 35

REAL estate loans
Banks, by classes, 16, 19, 20, 39
Financial institutions, 26
Terms, yields, and activity, 38
Type of holder and property morigaged, 39
Repurchase agreements, 5, 17, 19, 20, 21
Reserve requirements, 7
Reserves
Commercial banks, 18
Depository institutions, 3, 4, 5, 12
Federal Reserve Banks, 10
U.S. reserve assets, 54
Residential mortgage loans, 38
Retail credit and retail sales, 40, 41, 44

SAVING
Flow of funds, 42, 43
National income accounts, 51
Savings and loan associations, 8, 26, 39, 40, 42 (See also
Thrift institutions)
Savings banks, 26, 39, 40
Savings deposits (See Time and savings deposits)
Sccuritics (See specific types)
Federal and federally sponsored credit agencies, 33
Foreign transactions, 65
New issucs, 34
Prices, 25
Special drawing rights, 4, 10, 53, 54
State and local governments
Deposits, 19, 20
Holdings of U.S. government securities, 30
New sccurity issucs, 34
Ownership of securitics issued by, 19, 20, 26
Rates on securities, 24
Stock market, selected statistics, 25
Stocks (See also Sccuritics)
New issuces, 34
Prices, 25
Student Loan Marketing Association, 33

TAX receipts, federal, 29

Thrift institutions, 3 (See also Credit unions, Mutual
savings banks, and Savings and loan associations)

Time and savings deposits, 3, 8, 13, 17, 18, 19, 20, 21

T'rade, foreign, 54

Treasury cash, Treasury currency, 4

Treasury deposits, 4, 10, 28

Treasury operating balance, 28

UNEMPLOYMENT, 45
U.S. government balances
Commercial bank holdings, (8, 19, 20
Treasury deposits at Rescrve Banks, 4, 10, 28
U.S. government securities
Bank holdings, 18-20, 21, 30
Dealer transactions, positions, and financing, 32
Federal Reserve Bank holdings, 4, 10, 11, 30
Foreign and international holdings and transactions, 10,
30, 66
Open market transactions, 9
QOutstanding, by type and holder, 26, 30
Rates, 24
U.S. international transactions, 53-67
Utilities, production, 48

VETERANS Administration, 38, 39

WEEKLY reporting banks, 19-21
Wholesale (producer) prices, 44, 50

YIELDS (See Interest rates)
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Federal Reserve Banks, Branches, and Offices

FEDERAL RESERVE BANK, Chairman

branch, or fucility Zip
BOSTON*.......oovinn. 02106
NEW YORK*............ 10045
Baffalo.................... 14240
PHILADELPHIA ........ 19105
CILEVELAND*........... 44101
Cincinnati................ 45201
Pittsburgh................ 15230
RICHMOND*............. 23219
Baltimore ................ 21203
Charlotte ........co.oooi 28230

Culpeper Communications
and Records Center 22701

ATLANTA.................30303
Birmingham ............. 35283
Jacksonville ............. 32231
Miami...oovnin, 33152
Nashville ................. 37203
New Orlecans............ 70161

CHICAGO*................ 60690
Detroit .................... 48231

ST. LOUIS.............. 63166
Little Rock .............. 72203
Louisville ................ 40232
Memphis ...l 38101

MINNEAPOLIS..........55480
Helena....................59601

KANSAS CITY........... 64198
Denver........coovevvenian 80217
Oklahoma City ......... 73125
Omaha.................... 68102

DALLAS ..., 75222
El Paso ..o 79999
Houston.................. 77252
San Antonio............. 78295

SAN FRANCISCO ...... 94120
Los Angeles............. 90051
Portland .................. 97208
Salt Take City.......... 84125

Scattle ..ol 98124

Deputy Chairman

Joséph A. Baute
George N. Hatsopoulos

John Brademas
Clifton R. Wharton, Jr.
Mary Ann fambertsen

Robert M. Landis
Nevius M. Curtis

William H. Knoell

E. Mandell de Windt
Robert E. Boni
James E. Haas

L.eroy T. Canoles, Jr.
Robert A, Georgine

Robert L. Tate

Wallace J. Jorgenson

John H. Weitnauer, Jr.
Bradley Currey, JIr.

A. G, Trammell

k. William Nash, Jr.

Sue McCourt Cobb

Patsy R, Williams

Sharon A. Perlis

Robert J. Day
Marcus Alexis
Robert . Brewer

W.L.. Hadley Gritfin

Mary P. Holt
Sheflield Nelson
William C. Ballard, Jr.
(5. Rives Neblett

John B. Davis, Jr.
Michael W, Wright
Marcia S. Anderson

[rvine O. Hockaday, Jr.
Robert G. Lueder
James E. Niclson
Patience S. Latting
Kenneth L. Morrison

Robert D). Rogers
Bobby R. [nman

Peyton Yates

Walter M. Mischer, Ir.

Ruben M. Garcia

Alan C. Furth

Fred W. Andrew
Richard C. Seaver
Paul E. Bragdon
Don M. Wheeler
John W. Ellis

President .

Iirst Vice President
Frank E. Morris

Robert W. Eisenmenger
E. Gerald Corrigan

Thomas M. Timlen

Edward G. Boehne
Richard 1.. Smoot

Karen N. Horn
William H. Hendricks

Robert P. Black
Jimmie R. Monhollon

Robert P, Forrestal
Jack Guynn

Silas Keehn
Danicl M. Doyle

Thomas C. Melzer
Joseph P. Garbarini
Gary H. Stern
Thomas E. Gainor
Roger Guftey

Henry R. Czerwinski

Robert H, Boykin
William H. Wallace

Robert T. Parry
Vacant

Vice President
tn charge of branch

John 1", Keane

Charles A. Cerino
Harold J. Swart

Robert . Mc'Teer, Jr.
Albert D. Tinkelenberg
John G, Stoides

Detmar Harrison
I'red R. Herr
James 1. Hawkins
Patrick K. Barron
Jeffrey J. Wells
Henry H. Bourgaux

Roby L. Sloan

John F. Breen
James E. Conrad
Paul I. Black, Jr.

Robert F. McNellis

Wayne W. Martin
William G. Evans
Robert D. Hamilton

James L. Stull

Joel 1.. Koonce, Jr.
).7. Rowe

Thomas H. Robertson

Robert M. McGill
Angelo S. Carella
E. Ronald Figgett
Gerald R, Kelly

*Additional offices of these Banks are located at Lewiston, Maine 04240; Windsor T.ocks, Connecticut 06096, Cranford, New Jersey 07016,

Jericho, New York 11753; Utica at Oriskany, New York 13424; Columbus, Ohio 43216; Columbia, South Carolina 29210; Charleston, West
Virginia 25311; Des Moines, lowa 50306; Indianapolis, Indiana 46204; and Milwaukee, Wisconsin 53202.
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The Federal Reserve System

Boundaries of Federal Reserve Districts and Their Branch Territories
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