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L THE COMPETITIVE EFFECTS OF 
INTERSTATE BANKING 

Discussion of the theory and evidence on 
the question of interstate banking. 

9 INDUSTRIAL PRODUCTION 

Output increased about 0.3 percent in De-
cember. 

10 STATEMENTS TO CONGRESS 

Governor Nancy H. Teeters offers the 
Board's comments on S. 2002, a bill that 
would require use of the actuarial method 
in computing rebates of unearned finance 
charges on transactions scheduled to be 
paid in more than 36 installments; the actu-
arial method, as required by the bill, is basi-
cally fair, but the Board believes a more 
comprehensive approach to the regulation 
of consumer credit is preferable to further 
p iecemeal legis lat ion, before the Sub-
committee on Consumer Affairs of the Sen-
ate Committee on Banking, Housing, and 
Urban Affairs, December 11, 1979. 

12 Governor Henry C. Wallich comments on a 
wide range of i ssues concerning inter-
national financial conditions including (1) 
the functioning of foreign exchange mar-
kets, (2) the Federal Reserve's role in en-
couraging U.S. exports, (3) developments 
affecting the international financial system, 
and (4) the financial implications of higher 
oil prices, before the Subcommittee on In-
ternational Finance of the Senate Com-
mittee on Banking, Housing, and Urban Af-
fairs, December 14, 1979. 

18 Vice Chairman Frederick H. Schultz pre-
sents the views of the Board on S. 1988, a 
bill to grant additional lender groups the au-
thority, now limited to national banks, to 
set loan rates up to 1 percentage point 

above the Federal Reserve discount rate in 
addition to permitting any state to reimpose 
its state usury limits by enacting overriding 
legislation, before the Senate Committee on 
Banking, Housing, and Urban Affairs, De-
cember 17, 1979. 

20 Governor Teeters reports on the Board's 
enforcement activities relating to the Equal 
Credit Opportunity Act and the Fair Hous-
ing Act and gives the background of the ex-
aminat ion p rocedures for enforcing the 
ac t s , be fore the Senate Commit tee on 
Banking, Housing, and Urban Affairs, De-
cember 21, 1979. 

29 ANNOUNCEMENTS 

Adjustment of interest rate ceilings to help 
the small saver. 

Issuance of information statement for the 
guidance of those affected by the Commu-
nity Reinvestment Act. 

The Federal Reserve Banks had gross cur-
rent earnings of about $10 billion in 1979. 

Issuance of policy statement on divestiture 
of nonbanking activities by bank holding 
companies. 

Results of semiannual country exposure 
lending survey, which show little increase 
in international lending by U.S. banks. 

Adoption of policy statements calling for 
coordinated action among federal bank su-
pervisors as to examination, supervision, 
and corrective actions of bank holding com-
panies and commercial banks. 

Adoption of amendments to Regulation H 
establishing uniform standards for bank 
recordkeeping, confirmation, and other pol-
icies and procedures. (See Legal Develop-
ments.) 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

January 1980



Adoption of a report of condition required 
quarterly by U.S. branches and agencies of 
foreign and Puerto Rican banks. 

Public availability of quarterly reports of 
the financial condition of Edge corpora-
tions. 

Publication of Annual Statistical Digest, 
1974-1978; Flow of Funds Accounts, 1949-
1978; and "Federal Reserve Glossary." 

Proposed amendment of criteria applied in 
considering applications for formation of 
one-bank holding companies ; p roposed 
clarification and simplification of the regu-
lation dealing with check collection and 
wire transfers; proposed policy statement 
that would prohibit insiders in state mem-
ber banks from profiting personally from 
sales of life insurance in connection with 
credit transactions; recommended policy 
statement concerning disclosure of enforce-
ment actions against financial institutions; 
and proposed revisions of Regulation F to 
conform with recent rulings of the Secu-
rities and Exchange Commission. 

Changes in Board staff. 

Admission of five banks to membership in 
the Federal Reserve System. 

RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the meeting on November 20, 1979, the 
Committee agreed that in the conduct of 
open market operations over the remainder 
of 1979, the Manager for Domestic Opera-
tions should continue to restrain expansion 
of bank reserves in pursuit of the Com-
mittee's objective of decelerating growth of 
M-l , M-2, and M-3 over the fourth quarter 
of 1979 to rates that would hold growth of 
these monetary aggregates from the fourth 

quarter of 1978 to the fourth quarter of 1979 
within the Committee's ranges for that peri-
od; it was recognized that persistence of re-
cent relationships might result in growth of 
M-2 at about the upper limit of its range. 
Specifically, the Committee instructed the 
Manager to restrain expansion of bank re-
serves to a pace thought to be consistent 
with growth on the average in November 
and December at an annual rate of about 5 
percent in M-l and 8V2 percent in M-2, pro-
vided that in the period before the next reg-
ular meeting the federa l funds ra te re-
mained generally within a range of I I V 2 to 
15V2 percent. 

49 LEGAL DEVELOPMENTS 

Amendments to Regulations H, Q, and Z; 
bank holding company and bank merger or-
ders; and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION 
AND STATISTICAL RELEASES 

A70 BOARD OF GOVERNORS AND STAFF 

AH FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISOR Y COUNCILS 

A73 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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87 THE COMMUNITY REINVESTMENT ACT: 
A PROGRESS REPORT 

The Board's progress in determining the ex-
tent to which banks have attempted to as-
certain and meet the credit needs of their 
communities is discussed. 

97 THE REDEFINED 
MONETARY AGGREGATES 

New definitions of money for use in the con-
duct of monetary policy are described. 

115 DOMESTIC FINANCIAL DEVELOPMENTS 
IN THE FOURTH QUARTER OF 1979 

According to the quarterly report to the 
Congress, economic expansion slowed 
somewhat, and growth in the monetary ag-
gregates weakened over the period. 

123 PRODUCTION OF MOTOR VEHICLES IN 
1979 

The sharp decline in the auto industry in 
1979 was a major factor in the deceleration 
of growth in total industrial production. 

129 INDUSTRIAL PRODUCTION 

Output increased 0.3 percent in January. 

130 STATEMENTS TO CONGRESS 

Governor J. Charles Partee says that both 
commercial banks and thrift insitutions 
have lost deposits to money market mutual 
funds but that the introduction of the 272-
year "small saver" certificate should en-
hance the competitive position of depos-
itary institutions, and offers the view that 
extending reserve requirements to money 
market mutual funds is not necessary, be-
fore the Senate Committee on Banking, 

Housing, and Urban Affairs, January 24, 
1980. 

132 Governor Philip E. Coldwell discusses the 
Federal Reserve System's budget perform-
ance for 1979 and the outlook for 1980, be-
fore the Senate Committee on Banking, 
Housing, and Urban Affairs, January 25, 
1980. 

137 Chairman Paul A. Volcker presents his 
views on the state of the economy and the 
advisable course for economic policy, testi-
fying that despite the moderation in output 
in 1979, inflation worsened so that not only 
the stability of the U.S. economy but also 
our position in the world economy was 
threatened; with regard to monetary policy, 
he points up the need to avoid excessive 
stimulus and to keep the goal of balancing 
the budget in the forefront of spending and 
revenue decisions, before the Joint Eco-
nomic Committee of the Congress, Febru-
ary 1, 1980. 

143 Chairman Volcker testifies that the stream 
of member banks withdrawing from the 
Federal Reserve System will reach flood 
proportions and that it has become progres-
sively more costly and more difficult for 
banks to justify continuing their member-
ship; in this context, Chairman Volcker ad-
vocates legislation containing certain prin-
ciples, including the application of a reserve 
requirement to all transaction accounts, 
equality of reserve requirements for all de-
positary institutions offering comparable ac-
counts, access to Federal Reserve services 
for all depositary institutions with transac-
tion accounts, and voluntary membership in 
the Federal Reserve, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, February 4, 1980. 
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149 ANNOUNCEMENTS AI FINANCIAL AND BUSINESS STATISTICS 

Adoption of new definitions of money to be 
used in the conduct of monetary policy. 

Adoption of further final rules for Regula-
tion E on electronic fund transfers. (See Le-
gal Developments.) 

Change in Board's rules in order to speed up 
collection of large dollar-value checks. 

Meeting of the Consumer Advisory Coun-
cil. 

Change in Board staff. 

Addition of slide show to the Board's public 
tour program. 

Admission of five state banks to member-
ship in the Federal Reserve System. 

153 LEGAL DEVELOPMENTS 

Amendments to Regulation E; bank hold-
ing company and bank merger orders; and 
pending cases. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION 
AND STATISTICAL RELEASES 

A70 BOARD OF GOVERNORS AND STAFF 

All FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE S YSTEM 
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177 M o n e t a r y  P o l ic y  R e p o r t  to  
C o n g r e s s

Submitted pursuant to the Full Employ
ment and Balanced Growth Act of 1978, the 
Board’s report states that the objectives of 
the monetary and fiscal authorities should 
be to impart a sense of long-range stability 
in policy and in the economic environment.

190 Tr e a s u r  y  a n d  F e d e r a l  R e s e r  v e  
F o r e ig n  E x c h a n g e  O p e r a t io n s

According to the semiannual report, the 
October 6  measures by the Federal Reserve 
alleviated many of the concerns that had 
built up in the exchange markets and helped 
the dollar weather the numerous shocks 
that occurred over the rest of 1979 and 
early 1980.

209 I n d u s t r ia l  P r o d u c t io n

Output increased about 0.2 percent in Feb
ruary.

2 1 1  S t a t e m e n t s  to  C o n g r e s s

Peter M. Keir, Assistant to the Board of 
Governors, gives an assessm ent of the 
coordination between the Commodity Fu
tures Trading Commission and the Federal 
Reserve, primarily in the area of Treasury 
futures contracts, in which he concludes 
that the coordination has been good and 
that neither the extreme enthusiasm about 
Treasury futures markets nor the grave 
concerns that have sometimes been ex
pressed about those markets have been 
justified, before the Subcommittee on 
Conservation and Credit of the House 
Committee on Agriculture, February 12, 
1980.

213 Chairman Paul A. Volcker discusses the 
Federal R eserve’s monetary policy report

to the Congress (see article, pages 177-89) 
and emphasizes the Federal R eserve’s de
termination to make every reasonable ef
fort to work toward reducing monetary 
growth from the levels of recent years, be
fore the House Committee on Banking, Fi
nance and U rban Affairs, February 19, 
1980.

217 Governor N ancy H. Teeters presents the 
views of the Board on the Home Mortgage 
Disclosure Act (HMDA) and concludes 
that the information provided under the act, 
if confined to truly urban areas, is useful for 
analysis of community reinvestm ent and 
civil rights issues and that the cost of re
porting the information, if reduced accord
ing to certain recommendations of the 
Board, would be reasonable; however, 
Mrs. Teeters suggests that HMDA has been 
supplanted by the Community Reinvest
ment Act and should be allowed to lapse, 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, February 19, 
1980.

221 Governor J. Charles Partee discusses the fi
nancial reform measures contained in sev
eral bills before the House and focuses on 
those sections of the proposed legislation 
that deal with maximum rates payable on 
deposits and the payment of interest on 
transaction accounts, before the Sub
committee on Financial Institutions Super
vision, Regulation, and Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, February 20, 1980.

227 A n n o u n c e m e n t s

Resignation of Governor Philip E. Cold- 
well.

Increase in the discount rate.
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Limitation on rate of interest to be paid on 
2 1/2-year variable-rate time deposits.

Adoption of examination policy for the 
classification of delinquent consum er in
stallment loans held by member state 
banks.

Delay in the effective date of the revocation 
of an am endm ent to Regulation Z.

Meeting of International Conference on 
Banking and Payments Systems.

Approval of several technical changes in 
Regulation T.

Admission of five state banks to member
ship in the Federal Reserve System.

231 R e c o r d  o f  P o l ic y  A c t io n s  o f  t h e  
F e d e r a l  Op e n  M a r k e t  C o m m it t e e

At the meeting of January 8-9, 1980, the 
Committee agreed that open m arket opera
tions in the period until the next meeting 
should be directed toward expansion of re
serve aggregates consistent with growth 
over the first quarter of 1980 at an annual 
rate between 4 and 5 percent for M -1 and on 
the order of 7 percent for M-2, provided 
that the weekly average federal funds rate 
remained within a range of IIV 2 to 15V2 
percent.

237 L e g a l  D e v e l o p m e n t s

Amendments to Regulation Q; revised in
terpretation; bank holding company and 
bank merger orders; and pending cases.

264 M e m b e r s h ip  o f  t h e  B o a r d  o f
G o v e r n o r s  o f  t h e  F e d e r a l  R e s e r v e  
S y s t e m , 1913-80

List of appointive and ex officio members.

266 D ir e c t o r s  o f  F e d e r a l  R e s e r  v e  
B a n k s  a n d  B r a n c h e s

List of directors by Federal Reserve Dis
trict.

A i F i n a n c ia l  a n d  B u s in e s s  S t a t is t ic s

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 
A69 Special Tables

A73 G u id e  to  Ta b u l a r  P r e s e n t a t io n  
a n d  S t a t is t ic a l  R e l e a s e s

A74 B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A76 f e d e r a l  O p e n  M a r k e t  C o m m it t e e  
a n d  S t a f f ; A d v is o r  y  C o u n c il s

A l l  F e d e r a l  R e s e r v e  B a n k s , B r a n c h e s , 
a n d  Of f ic e s

A78 F e d e r a l  R e s e r v e  B o a r d  
P u b l ic a t io n s

A80 I n d e x  to  S t a t is t ic a l  Ta b l e s

A82 m a p  o f  F e d e r a l  R e s e r v e  S  y s t e m
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283 U .S . I n t e r n a t i o n a l  T r a n s a c t i o n s  
i n  1979: A n o t h e r  R o u n d  o f  
O i l  P r i c e  I n c r e a s e s

In spite of a dramatic rise in oil prices last 
year, the U.S. trade deficit decreased slight
ly from 1978 and the current-account deficit 
was essentially eliminated.

290 E l e c t r o n i c  F u n d  Tr a n s f e r s : N e w  
P r o t e c t i o n s  f o r  C o n s u m e r s , N e w  
D u t ie s  f o r  F i n a n c i a l  I n s t i t u t i o n s

New rules in the Board’s Regulation E pro
vide important rights and safeguards to 
consumers using banking and payment 
services that employ computer and elec
tronic technology instead of paper in
struments such as checks.

297 I n d u s t r i a l  P r o d u c t i o n

Output decreased about 0.8 percent in 
March.

299 S t a t e m e n t s  t o  C o n g r e s s

Henry C. Wallich, Member of the Board of 
Governors, testifies in support of proposed 
legislation to increase the U.S. quota in the 
International Monetary Fund (IMF) in or
der to strengthen the Fund’s influence in 
promoting, over time, balance of payments 
adjustments by those members that are fac
ing increased external financial diffi
culties—assistance that would be in the 
best interests both of those countries and of 
the United States, before the Senate Com
mittee on Foreign Relations, March 17, 
1980.

302 Governor Wallich discusses the issue of re
cycling surpluses of the Organization of Pe
troleum Exporting Countries along with the 
relationship of this issue to bank lending to 
developing countries and again elaborates

on the need for an increase in IMF quotas, 
before the Subcommittee on International 
Trade, Investment and Monetary Policy of 
the House Committee on Banking, Finance 
and Urban Affairs, April 1, 1980.

307 Paul A. Volcker, Chairman of the Board of 
Governors, testifies on the proposed in
crease in the limit on the public debt and 
recommends that setting the debt ceiling be 
included, by law, in the process of approv
ing the budget, before the Subcommittee on 
Taxation and Debt Management of the Sen
ate Committee on Finance, April 2, 1980.

309 Frederick H. Schultz, Vice Chairman of the 
Board of Governors, discusses some of the 
provisions of the special program of credit 
restraint announced by the Board on March 
14 and states that this program is intended 
to reduce inflationary expectations in order 
to reduce interest rates over the longer 
term, before the Subcommittee on Access 
to Equity Capital and Business Opportuni
ties of the House Committee on Small Busi
ness, April 2, 1980.

311 Governor Wallich discusses the views of 
the Board on proposed legislation to permit 
bank investm ent in trading companies: 
the Board has several concerns about a 
breaching of the traditional separation of 
banking and commerce, which would be 
permitted by this legislation, before the 
Subcommittee on International Finance of 
the Senate Committee on Banking, Hous
ing, and Urban Affairs, April 3, 1980.

314 A n n o u n c e m e n t s

Announcement of monetary and credit ac
tions to help curb inflationary pressures. 
(See Legal Developments.)

Amendment of the Board’s regulations to 
implement the International Banking Act.
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Issuance of statement about the Depositary 
Institutions Deregulation and Monetary 
Control Act of 1980.

Imposition of interest rate limitations on 
certain debt instruments issued by bank 
holding companies.

Issuance of policy statement for assessing 
financial factors in the formation of small 
one-bank holding companies pursuant to 
the Bank Holding Company Act.

Change in data on federal funds and repur
chase agreements.

Revision of guidelines for banks that en
gage in futures, forward, and standby con
tracts on U .S. government and agency 
securities.

Publication of the Board’s A n n u al R e p o rt  
for 1979.

Changes in Board staff.

New money stock seasonal factors.

Meeting of Consumer Advisory Council.

Revised OTC stock list.

Admission of three state banks to member
ship in the Federal Reserve System.

325 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At the meeting on February 4-5, 1980, the 
Committee adopted the following ranges 
for growth of the monetary aggregates over 
the period from the fourth quarter of 1979 
to the fourth quarter of 1980: M-l A, V h  to
6 percent; M-1B, 4 to 6V2 percent; M-2, 6 to 
9 percent; and M-3, 6 V2 to 9 xh  percent. The 
associated range for growth of commercial 
bank credit was 6 to 9 percent.

For the near term, the Committee agreed 
that open market operations in the period 
until the next meeting should be directed 
toward expansion of reserve aggregates 
consistent with growth over the first quar
ter of 1980 at an annual rate of about 4 V2 
percent for M-l A and about 5 percent for

M-1B, provided that in the period until the 
next meeting the weekly average federal 
funds rate remained within a range of 11V2 
to 15V2 percent. Consistent with this short- 
run policy, in the Committee’s view, the 
newly defined M-2 should grow at an annu
al rate of about 6 V2 percent over the first 
quarter.

On February 22, the Committee modified 
the domestic policy directive adopted at 
this meeting to raise the upper limit of the 
range for the federal funds rate to I6 V2 per
cent. Subsequently, in a telephone confer
ence held in the afternoon of March 7, the 
Committee voted to raise the upper limit of 
the intermeeting range for the federal funds 
rate to 18 percent, to provide greater opera
tional flexibility in meeting reserve objec
tives.

333 L e g a l  D e v e l o p m e n t s

Credit restraint program; bank holding 
company and bank merger orders; and 
pending cases.

A 1 F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A3 Domestic Financial Statistics
A46 Domestic Nonfinancial Statistics
A54 International Statistics

A69 G u i d e  t o  Ta b u l a r  P r e s e n t a t i o n
AND S  TA TISTICAL RELEASES

A70 B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A72 F e d e r a l  O p e n  M a r k e t  C o m m i t t e e
AND STAFF; ADVISOR YC O U N C ILS

A73 F e d e r a l  R e s e r v e  B a n k s , B r a n c h e s , 
a n d  O f f i c e s

A74 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A76 I n d e x  t o  S t a t i s t i c a l  Ta b l e s

A78 M a p  o f  F e d e r a l  R e s e r  v e  S  y s t e m
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361 D o m e s t ic  F in a n c ia l  D e v e l o p m e n t s  
in  th e  Fir s t  Q u a r t e r  o f  1980

According to the quarterly report to Con
gress, interest rates rose to record levels in 
the first quarter, but in April most rates fell 
dramatically.

369 In d u s t r ia l  P r o d u c t io n

Output decreased 1.9 percent in April.

371 S t a t e m e n ts  to  C o n g r e s s

Governor J. Charles Partee testifies on the 
redefinition of the monetary aggregates and 
on the change in operating procedures in 
providing funds to the market, before the 
Subcommittee on Domestic Monetary Policy 
of the House Committee on Banking, Fi
nance and Urban Affairs, March 20, 1980.

374 Chairman Paul A. Volcker indicates his 
support for the provisions of H.R. 6811, a 
bill that authorizes U.S. participation in the 
replenishment of the World Bank’s Inter
national Development Association, before 
the Subcommittee on International De
velopment Institutions and Finance of the 
House Committee on Banking, Finance and 
Urban Affairs, April 16, 1980.

376 Governor Partee discusses housing and 
the economy in light of the sharp deteriora
tion in the mortgage and housing markets 
in recent months and says that the Federal 
Reserve must restrain growth in money and 
credit consistent with the longer-run needs 
of the economy in order to restore stable, 
viable housing and residential mortgage 
markets, before the Joint Economic Com
mittee of the U.S. Congress, April 16, 
1980.

379 Governor Emmett J. Rice presents the 
views of the Board on the Home Mortgage

Disclosure Act and recommends a three- 
year extension for HMDA along with more 
limited and finely focused reporting re
quirements, before the Subcommittee on 
Financial Institutions Supervision, Regula
tion and Insurance of the House Committee 
on Banking, Finance and Urban Affairs, 
April 16, 1980.

382 Vice Chairman Frederick H. Schultz dis
cusses the effects of inflation on the econo
my, particularly on small businesses, and 
emphasizes that the special credit restraint 
program encourages banks and finance 
companies to meet the basic financing 
needs of small businesses, farmers, and 
others “with limited alternative sources of 
funds,” before the Subcommittee on Gen
eral Oversight and Minority Enterprise of 
the House Committee on Small Business, 
April 17, 1980.

384 Governor Nancy H. Teeters states that the 
Board believes the Cash Discount Act, 
which would amend the Truth in Lending 
Act and permit merchants to encourage 
their customers to pay with cash rather 
than with a credit card, is both timely and 
beneficial; Mrs. Teeters also states that the 
Fair Credit Practices Act, which would pro
hibit creditors from imposing certain ad
verse changes on the account terms of out
standing balances in open-end consumer 
credit accounts, would not serve either 
consumers or creditors, before the Sub
committee on Consumer Affairs of the 
House Committee on Banking, Finance and 
Urban Affairs, April 23, 1980.

386 Governor Teeters discusses the Board’s 
opposition to the proposed privacy legisla
tion, given that in its present form the bill 
unnecessarily duplicates many existing pro
visions of the Equal Credit Opportunity 
Act, Regulation B, and the Fair Credit Re
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porting Act, before the Senate Committee 
on Banking, Housing, and Urban Affairs, 
April 30, 1980.

388 Chairman Volcker outlines his role and that 
of the Federal Reserve in assessing the 
financial repercussions of the recent specu
lation in the silver market, before the 
Subcommittee on Agricultural Research 
and General Legislation of the Senate 
Committee on Agriculture, May 1, 1980.

393 A n n o u n c e m e n t s

Removal of surcharge on discount borrow
ings by large banks.

Amendments to the consumer credit re
straint program. (See Legal Developments.)

Establishment of a temporary seasonal 
credit program for all small banks.

Interpretation of Regulation D to imple
ment the Monetary Control Act of 1980. 
(See Legal Developments.)

Amendments to Regulation E relating to 
implementation of the Electronic Fund 
Transfer Act. (See Legal Developments.)

Issuance of final rules to carry out the pro
visions of the Depository Institutions Man
agement Interlocks Act. (See Legal Devel
opments.)

Proposed revision to clarify and streamline 
changes in Regulation Z; proposed changes 
in the operations of the System’s wire net
work.

First meeting of the Depository Institutions 
Deregulation Committee.

Change in Board staff.

Admission of one state bank to membership 
in the Federal Reserve System.

399 R e c o r d  o f  P o l ic y  A c t io n s  o f  th e  
Fe d e r a l  O p e n  M a r k e t  C o m m it t e e

At the meeting on March 18, 1980, the 
Committee agreed that open market opera

tions in the period until the next meeting 
should be directed toward expansion of re
serve aggregates consistent with growth 
over the first half of 1980 at annual rates of 
4V2 percent for M-1A and 5 percent for M- 
1B, or somewhat less, provided that in the 
intermeeting period the weekly average 
federal funds rate remained within a range 
of 13 to 20 percent. Consistent with this 
short-run policy, in the Committee’s view, 
M-2 should grow at an annual rate of about 
VU  percent over the first half, and expan
sion of bank credit should slow in the 
months ahead to a pace compatible with 
growth over the year as a whole within the 
range of 6 to 9 percent agreed upon.

407 L e g a l  D e v e l o p m e n t s

Amendments to Regulations E and L and to 
the credit restraint program; delegation of 
authority; interpretation of Regulation D; 
various bank holding company and bank 
merger orders; and pending cases.

Ai Fin a n c ia l  a n d  B u s in e s s  S ta t ist ic s

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics

A69 G u id e  to  Ta b u l a r  P r e s e n t a t io n  
a n d  S t a t is t ic a l  R e l e a s e s

A70 B o a r d  o f  G o v e r n o r s  a n d  S taf f

A l l  Fe d e r a l  O p e n  M a r k e t  C o m m it te e
AND STAFF; ADVISORY COUNCILS

A73 Fe d e r a l  R e s e r v e  B a n k s ,
B r a n c h e s , a n d  O f f ic e s

A74 Fe d e r a l  R e s e r v e  B o a r d  
P u b l ic a t io n s

A76 In d e x  to  S t a t ist ic a l  Ta b l e s

A78 M a p  o f  F e d e r a l  Re s e r v e  S yste m
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437 R e c e n t  F i n a n c i a l  B e h a  v i o r  
o f  H o u s e h o l d s

Borrowing by households slowed during 
1979, particularly after midyear, and con
tinued to decelerate in early 1980.

444 T h e  D e p o s i t o r  y  I n s t i t u t i o n s  
D e r e g u l a t i o n  a n d  
M o n e t a r  y C o n t r o l  A c t  o f  1980

This article discusses the act and the vari
ous titles of Public Law 96-221.

454 T r e a s u r y  a n d  F e d e r a l  R e s e r v e  
O p e r a t i o n s : I n t e r i m  R e p o r t

Early in the period, the exchange markets 
were caught up in various crosscurrents, 
but dollar rates in the exchange markets 
had steadied by the end of April.

458 I n d u s t r i a l  P r o d u c t i o n

Output declined about 2.1 percent in May.

459 S t a t e m e n t s  t o  C o n g r e s s

Chairman Paul A. Volcker presents the 
views of the Board on the proposed “ Fed
eral Reserve Modernization Act;” he says 
that the net result of the legislation could 
be to dilute both the independence of judg
ment and the regional attributes of the Fed
eral Reserve System, before the Sub
committee on Domestic Monetary Policy 
of the House Committee on Banking, Fi
nance and Urban Affairs, May 15, 1980.

462 Chairman Volcker discusses some of his 
impressions and reactions to the recent 
events in the silver market with emphasis 
on the implications of such events for pub
lic policy in terms of regulating the futures 
market, before the Subcommittee on Con
servation and Credit of the House Com
mittee on Agriculture, May 21, 1980.

465 Governor J. Charles Partee discusses the 
generally positive condition of the financial 
system; given the risks and uncertainties 
that are present, however, he notes that the 
Board supports a recently submitted legis
lative proposal that would authorize inter
state acquisitions of failed depository insti
tutions in certain emergency situations, 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, May 21, 1980.

468 Chairman Volcker comments on a bill that 
would authorize the Board to impose mar
gin requirements on a broad spectrum of 
“ financial” instruments both in the cash 
markets and in the futures or forward deliv
ery markets; he notes that margin require
ments are only one possible approach to 
preventing abuses in these markets, before 
the Senate Committee on Banking, Hous
ing, and Urban Affairs, May 29, 1980.

471 Governor Nancy H. Teeters discusses 
steps that might be taken to meet the credit 
needs of minority communities in the inner 
city, including the establishment of special 
purpose development banks and expansion 
of the programs of the Neighborhood Rein
vestment Corporation, before the Sub
committee on Domestic Monetary Policy 
of the House Committee on Banking, Fi
nance and Urban Affairs, May 29, 1980.

475 John E. Ryan, Director of the Board’s Di
vision of Banking Supervision and Regula
tion, provides information on the examina
tion procedures of the Federal Reserve in 
monitoring compliance with the require
ments of the Bank Secrecy Act in light of 
the possibility of flows of narcotics-related 
monies through banks in South Florida, be
fore the Senate Committee on Banking, 
Housing, and Urban Affairs, June 6, 1980.
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Appointment of Lyle E. Gramley as a 
member of the Board of Governors.

Change in the discount rate.

Compliance with the 1980 requirements of 
the Bank Holding Company Act.

Modifications in the credit restraint pro
gram.

Amendment to Regulation E to remove the 
requirement for receipts given at the point 
of sale in electronic transfers to identify the 
type of account being charged.

Actions under the Truth in Lending Simpli
fication and Reform Act.

Nominations to Consumer Advisory 
Council.

Changes in interest rate ceilings on sav
ings.

Publication of consumer pamphlet, “ Alice 
in Debitland.”

Proposed Regulation D designed to carry 
out the provisions for reserve requirements 
in the Monetary Control Act of 1980; pro
posed revisions in rules governing exten
sions of credit through the discount win
dow to carry out provisions of the 
Monetary Control Act of 1980.

Changes in Board staff.

Admission of three state banks to member
ship in the Federal Reserve System.

484 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At its meeting on April 22, 1980, the Com
mittee agreed that open market operations 
in the period until the next meeting 
should continue to be directed toward ex
pansion of reserve aggregates consistent 
with growth over the first half of 1980 at 
annual rates of Alh  percent for M-1A and 5 
percent for M-1B, or somewhat less, pro
vided that in the intermeeting period the 
weekly average federal funds rate re
mained within a range of 13 to 19 percent. 
Consistent with this short-run policy, in the

478 A n n o u n c e m e n t s Committee’s view, M-2 should grow at an 
annual rate of about 63/4 percent over the 
first half, and expansion of bank credit 
should slow in the months ahead to a pace 
compatible with growth over the year as a 
whole within the range of 6 to 9 percent 
agreed upon.

On May 6, the Committee modified the 
domestic policy directive adopted at this 
meeting by voting to reduce the lower limit 
of the range for the federal funds rate to 
IOV2 percent.

490 M e m b e r s h i p  o f  t h e  B o a r d  o f  
G o v e r n o r s  o f  t h e  
F e d e r a l  R e s e r v e  S  y s t e m , 1 9 1 3 - 8 0

List of appointive and ex officio members.

492 L e g a l  D e v e l o p m e n t s

Amendments to Regulations D, E, and Z; 
amendments to the credit restraint pro
gram; regulations of the Depository Institu
tions Deregulation Committee; various 
rules and bank holding company and bank 
merger orders; and pending cases.

A l F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A3 Domestic Financial Statistics
A46 Domestic Nonfinancial Statistics
A54 International Statistics
A69 Special Tables

A73 G u i d e  t o  T a b u l a r  P r e s e n t a t i o n  
a n d  S t a t i s t i c a l  R e l e a s e s

A74 B o a r d  o f  G o  v e r n o r s  a n d  S t a f f

A76 F e d e r a l  O p e n  M a r k e t  C o m m i t t e e  
a n d  S t a f f ;  A d v i s o r y  C o u n c i l s

A l l  F e d e r a l  R e s e r v e  B a n k s , 
B r a n c h e s , a n d  O f f i c e s

A78 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A83 I n d e x  t o  S t a t i s t i c a l  T a b l e s

A85 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m
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531 M ONETAR Y PO LIC  Y REPORT
to  C o n g r e s s

Submitted pursuant to the Full Employ
ment and Balanced Growth Act of 1978, 
the Board’s report states that economic 
and financial developments over the next 
six months will lay tke groundwork for 
the recovery—anticipated for 1981—from 
the current recession.

543 S taf f  S t u d ie s

“ Foreign Ownership and the Performance 
of U.S. Banks” examines the growth and 
operations both of existing U.S. banks ac
quired by foreign parties and of U.S. banks 
that were established by foreign banks.

545 INDUSTRIAL PRODUCTION

Output declined 2.4 percent in June.

547 S t a t e m e n t s  t o  C o n g r e s s

Governor Lyle E. Gramley discusses mea
sures to improve control over federally as
sisted credit programs; establishment of a 
credit budget will assist in the evaluation 
and control of federal credit activities and 
will enhance the long-run prospects for in
creased private capital formation, before 
the Special Subcommittee on Control of 
Federal Credit of the Senate Budget Com
mittee, June 19, 1980.

550 Governor Henry C. Wallich gives the views 
of the Board on the nonbanking activities of 
foreign bank holding companies, including 
the nonbanking prohibitions of the Bank 
Holding Company Act, the exemptions the 
act provides for foreign bank holding com
panies, and the Federal Reserve’s inter
pretations of those exemptions, before the 
Subcommittee on Commerce, Consumer

and Monetary Affairs of the House Com
mittee on Government Operations, June 25, 
1980.

555 Governor J. Charles Partee testifies on two 
banking bills: one would limit the insurance 
activities of bank holding companies, 
whereas the Board believes that banking 
organizations should be allowed to sell 
credit-related insurance; the other would 
subject acquisitions of banking organiza
tions to stricter standards than in the pres
ent antitrust laws and would tighten the 
rules for expansion into nonbanking activi
ties by bank holding companies, although 
the Board believes the present procedures 
should be continued, before the Senate 
Committee on Banking, Housing and Ur
ban Affairs, July 1, 1980.

559 A n n o u n c e m e n t s

Phaseout of special measures of credit re
straint.

Change in discount rate.

Amendment to Regulation T. (See Legal 
Developments.)

Survey of foreign lending by large U.S. 
banks.

Adoption of standard terms and guidelines 
by the bank regulatory agencies.

Meeting of Consumer Advisory Council.

Changes in Board staff.

Proposed procedures for nonmember de
pository institutions.

Availability of banking data for Edge and 
Agreement corporations.

Admission of two state banks to member
ship in the Federal Reserve System.
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565 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At its meeting on May 20, 1980, the Com
mittee agreed that open market operations 
in the period until the next meeting should 
be directed toward expansion of reserve ag
gregates consistent with growth of M-1A, 
M-1B, and M-2 at rates high enough to pro
mote achievement of the Committee’s ob
jectives for monetary growth for the year as 
a whole, provided that in the period before 
the next regular meeting the weekly aver
age federal funds rate remained within a 
range of 8V2 to 14 percent. Specifically, the 
Committee agreed that operations should 
be directed toward encouraging growth of 
M-1A, M-1B, and M-2 over May and June 
at annual rates of 7 to l lh  percent, l lh  to 8 
percent, and about 8 percent respectively. 
The Committee also agreed that, in light of 
the recent shortfall, moderately faster mon
etary growth would be acceptable if that de
veloped in response to a strengthening of 
the demand for money.

571 L e g a l  D e v e l o p m e n t s

Amendments, interpretations, or revisions 
to the Board’s Regulations D, T, G, and Y,

to the credit restraint program, and to regu
lations of the Depository Institutions De
regulation Committee; various bank hold
ing company and bank merger orders; and 
pending cases.

Al F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A3 Domestic Financial Statistics
A46 Domestic Nonfinancial Statistics
A54 International Statistics

A69 G u i d e  t o  T a b u l a r  P r e s e n t a t i o n  
a n d  S t a t i s t i c a l  R e l e a s e s

A70 B o a r d  o f  G o v e r n o r s  a n d  
S t a f f

A l l  F e d e r a l  O p e n  M a r k e t  C o m m i t t e e  
AND STAFF; A D V ISO R Y  CO U N CILS

A73 F e d e r a l  R e s e r v e  B a n k s ,
B r a n c h e s , a n d  O f f i c e s

A74 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A76 I n d e x  t o  S t a t i s t i c a l  Ta b l e s

A78 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m
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613 P e r s p e c t i v e s  o n  P e r s o n a l  S a v i n g

Discussion of personal saving, which has 
attracted increased attention in recent 
years, with particular emphasis on its sharp 
decline in the 1975-79 business expansion.

627 DOMESTIC FINANCIAL DEVELOPMENTS 
i n  t h e  S e c o n d  Q u a r t e r  o f  1980

Quarterly report to Congress on financial 
developments: interest rates reached rec
ord levels in early spring and then fell 
steeply until they came to a halt near the 
end of the period.

635 I n d u s t r i a l  P r o d u c t i o n

Output decreased about 1.6 percent in July.

636 S t a t e m e n t s  t o  C o n g r e s s

Chairman Paul A. Volcker offers his per
sonal perspective on monetary policy and 
stresses the need to maintain financial dis
cipline in retoring price stability, particular
ly in light of evidence that inflation under
cuts other goals such as balanced growth 
and full employment, before the Senate 
Budget Committee on July 24, 1980. Similar 
testimony was presented also to the House 
Committee on Banking, Finance and Urban 
Affairs, the Senate Committee on Banking, 
Housing, and Urban Affairs, the House 
Ways and Means Committee, and the 
Senate Finance Committee.

641 Governor Nancy H. Teeters presents the 
Board’s endorsement of the Consumer 
Usury Study Commission Act and offers 
the views of the Board on other consumer- 
related legislation including its support for 
the integration of the Fair Credit Billing Act 
and the Electronic Fund Transfer Act, as 
well as the amendment to the Truth in

Lending Act that removes the 5 percent 
limit on discounts for cash, before the Sub
committee on Consumer Affairs of the Sen
ate Committee on Banking, Housing, and 
Urban Affairs, July 24, 1980.

642 Governor Henry C. Wallich testifies on a 
bill that would facilitate the establishment 
and operation of export trading companies 
and recommends a ceiling on the ownership 
interest held by either individual banks or a 
group of banks in an export trading com
pany, before the Senate Committee on Bank
ing, Housing, and Urban Affairs, July 25, 
1980.

644 Chairman Volcker discusses the actions 
taken by the Depository Institutions Dereg
ulation Committee (DIDC) including the 
DIDC’s most significant decision—adjust
ing the ceiling rates payable on both 6- and 
30-month floating ceiling deposits by chang
ing the relationship of the rates to those on 
the corresponding Treasury securities and 
establishing minimum ceilings for each of 
the deposit categories—before the Senate 
Committee on Banking, Housing, and Ur
ban Affairs, August 5, 1980.

649 A n n o u n c e m e n t s

Letter to Congress concerning monetary 
target ranges for 1981.

Tentative schedule for implementation of 
the Monetary Control Act.

Change in discount rate.

Return of special deposits held under the 
Board’s credit restraint program.

Amendment to Regulation Z that increases 
the tolerance for accuracy in annual per
centage rates for certain mortgage transac
tions. (See Legal Developments.)
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Approval of policy for assessment of civil 
money penalties for violation of certain 
laws.

Amendment to Regulation T that permits 
brokers and dealers to lend on mutual funds 
shares.

Interpretation of Regulation Y pertaining to 
operations subsidiaries of bank holding 
companies. (See Legal Developments.)

Changes in Board staff.

Admission of one state bank to member
ship in the Federal Reserve System.

653 L e g a l  D e v e l o p m e n t s

Amendments to Regulations D and Z and 
the credit restraint program; interpretation 
of Regulation Y; various rules and bank 
holding company and bank merger orders; 
and pending cases.

A l F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s
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A46 Domestic Nonfinancial Statistics 
A54 International Statistics 
A69 Special Tables

A73 G u i d e  t o  T a b u l a r  P r e s e n t a t i o n  
a n d  S t a t i s t i c a l  R e l e a s e s

A74 B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A76 F e d e r a l  O p e n  M a r k e t  C o m m i t t e e  
a n d  S t a f f ;  A d v i s o r y  C o u n c i l s

a h  F e d e r a l  R e s e r v e  B a n k s ,
B r a n c h e s , a n d  O f f ic e s

A78 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A83 INDEX TO STATISTICAL TABLES

A85 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m
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683 R e c e n t  C o r p o r a t e  F i n a n c i n g  
P a t t e r n s

Nonfinancial corporations borrowed heavi
ly in financial markets recently and the gap 
between nominal capital spending and the 
flow of internal funds was the largest in sev
eral years.

691 P r o f i t a b i l i t y  o f  I n s u r e d  
C o m m e r c ia l  B a n k s ,  1979

The profitability of insured commercial 
banks increased for the third consecutive 
year.

707 TREASUR Y AND FEDERAL RESERVE
F o r e ig n  Ex c h a n g e  O p e r a t io n s

Dollar rates in the exchange market fluc
tuated widely over the six-month period but 
had firmed by late July.

727 S e l e c t i o n  a n d  D i s c l o s u r e  o f  
R e a s o n s  f o r  A d v e r s e  A c t i o n  i n  
C r e d i t - G r a n t i n g  S y s t e m s

Discussion of Board proposal for requiring 
creditors to disclose their reasons for ad
verse action on credit applications under 
Regulation B.

737 I n d u s t r i a l  P r o d u c t i o n

Output increased about 0.5 percent in Au
gust.

739 S t a t e m e n t  t o  C o n g r e s s

Chairman Paul A. Volcker stresses the need 
to place immediate policy actions in the 
context of a coherent longer-run program, 
including firm discipline over the growth of 
money and credit and control over spend
ing and the federal deficit, before the House 
Committee on the Budget, September 10, 
1980.

743 A n n o u n c e m e n t s

Revision of Regulation D to carry out pro
visions of the Monetary Control Act of 1980 
and announcement of rules to satisfy re
serve requirements fixed by the Federal Re
serve on transaction accounts and nonper
sonal time deposits of nonmember deposi
tory institutions. (See Legal Developments.)

Revision of Regulation A pertaining to the 
use of the discount window for extensions 
of credit by the Federal Reserve to deposi
tory institutions. (See Legal Developments.)

Revision of rules for use of “ineligible pa
per” as collateral at the discount window.

Deferral of mandatory date for new meth
ods of calculating and disclosing the annual 
percentage rate on consumer loans.

Proposed interpretations of Regulation B 
concerning consideration of income and 
disclosure of reasons for adverse actions 
(see article on this subject, this issue); pro
posed schedule of fees for Federal Reserve 
services to financial institutions.

Availability of film “ EFT at your service.”

Expansion of hours for tours of the Federal 
Reserve Building.

Annual revision of the index of industrial 
production and of capacity utilization rates.

Admission of two state banks to member
ship in the Federal Reserve System.

747 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At its meeting on July 9, 1980, in accord
ance with the Full Employment and Bal
anced Growth Act of 1978 (the Humphrey- 
Hawkins Act), the Committee reviewed the 
ranges for growth of the monetary and 
credit aggregates for the period from the
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growth from one month to the next and 
from one quarter to the next.

7 5 5  L e g a l  D e v e l o p m e n t s

fourth quarter of 1979 to the fourth quarter 
of 1980 that it had established at its meeting 
in February and gave preliminary consid
eration to objectives for monetary growth 
that might be appropriate for 1981. In 
doing so, the Committee continued to face 
unusual uncertainties concerning the forces 
affecting monetary growth. Expansion of 
both M-l A and M-1B from the fourth quar
ter of 1979 to the second quarter of 1980 fell 
considerably below the growth paths con
sistent with the Committee’s ranges for the 
year. However, growth of M-2 and M-3 was 
considerably stronger: over the two quar
ters both of these aggregates grew at rates 
just above the lower bounds of their ranges. 
By midyear, growth of M-2 was near the 
midpoint of its range, and it appeared to be 
moving higher.

The Committee decided to retain the 
ranges for 1980 that it had established in 
February: for the period from the fourth 
quarter of 1979 to the fourth quarter of 
1980, V h  to 6 percent for M-l A, 4 to 6V2 
percent for M-lB, 6 to 9 percent for M-2, 
and 6V2 to 9V2 percent for M-3. The asso
ciated range for commercial bank credit re
mained 6 to 9 percent. As in the past, it was 
understood that the longer-run ranges, as 
well as the particular aggregates for which 
ranges were specified, would be reconsid
ered at any time that conditions might war
rant, and that short-run factors might cause 
considerable variation in annual rates of

Revisions of Regulations A and D; amend
ments to Regulations D and T; interpre
tation of Regulation Y; various rules and 
bank holding company and bank merger or
ders; and pending cases.

Al F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A69 G u id e  t o  T a b u l a r  P r e s e n t a t i o n  
a n d  S t a t i s t i c a l  R e l e a s e s

A l l  F e d e r a l  O p e n  M a r k e t  C o m m it t e e  
a n d  S t a f f ; A d v i s o r y  C o u n c i l s

A78 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics

A70 B o a r d  o f  G o v e r n o r s  a n d  
S t a f f

A73 F e d e r a l  R e s e r v e  B a n k s , 
B r a n c h e s , a n d  O f f i c e s

A74 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A76 I n d e x  t o  S t a t i s t i c a l  T a b l e s
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817 THE IMPACT OF 
RISING OIL PRICES ON THE MAJOR 
FOREIGN INDUSTRIAL COUNTRIES 

The recent surge in the world price of oil 
has led to a strong swing toward deficit in 
the current-account balances, a slowing of 
economic activity, and an acceleration of 
inflation in the major foreign industrial 
countries. 

825 INDUSTRIAL PROD UCTION 

Output increased about 1.0 percent in 
September. 

827 STATEMENT TO CONGRESS 

Vice Chairman Frederick H. Schultz pre-
sents the views of the Board on proposed 
legislation that would preempt state limits 
on interest rates and certain other charges 
for extension of consumer credit but 
would permit any state to reimpose such 
ceilings by enacting overriding legislation, 
before the Small Business Oversight Sub-
committee of the House Committee on 
Small Business, September 23, 1980. 

829 ANNOUNCEMENTS 

Increase in the discount rate from 10 per-
cent to 11 percent. 

Implementation of provisions of the Inter-
national Banking Act that limit the inter-
state banking activities of foreign banks in 
the United States. 

Adoption of several technical amend-
ments to Regulation E. (See Legal Devel-
opments.) 

Interpretation of Regulation Z concerning 
renegotiable rate mortgages. 

Adoption of policy statement on advertis-

ing of negotiable order of withdrawal ac-
counts. 

Report on assets and liabilities of foreign 
branches of member banks, year-end 
1979. 

Availability of description of the opera-
tion of the discount window. 

Correction of data on foreign currencies. 

Changes in Board staff. 

Meeting of Consumer Advisory Council. 

Revision of list of over-the-counter stocks 
that are subject to margin regulations. 

Admission of three state banks to mem-
bership in the Federal Reserve System. 

835 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 12, 1980, the 
Committee agreed to specify a slightly 
lower rate of growth for M-1A over the 
third quarter and higher rates for M-1B 
and M-2 than the rates specified a month 
earlier. Specifically, the Committee agreed 
that open market operations in the period 
until the next meeting should be directed 
toward expansion of reserve aggregates 
consistent with growth of M-1A, M-1B, 
and M-2 over the period from June to Sep-
tember at annual rates of about 6V2 per-
cent, 9 percent, and 12 percent respec-
tively, provided that in the period before 
the next regular meeting the weekly aver-
age federal funds rate remained within a 
range of 8 to 14 percent. 

841 LEGAL DEVELOPMENTS 

Amendments to Regulations E and F; var-
ious bank holding company and bank 
merger orders; and pending cases. 
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871 DOMESTIC FINANCIAL DEVELOPMENTS 
IN THE THIRD QUARTER OF 1980 

The growth of money and credit during the 
period was due in large part to the rebound 
in economic activity, the continued rapid 
increase in prices, and the marked decline 
in interest rates in the second quarter. 

879 INDUSTRIAL PRODUCTION 

Output increased about 1.6 percent in Sep-
tember. 

881 ANNOUNCEMENTS 

Amendments to Regulation D that include 
the expanded use of simplified procedures 
under the reporting and reserve require-
ment provisions of the Monetary Control 
Act. (See Legal Developments.) 

Modification of Regulation J, which deals 
with check collection and wire transfer of 
funds. (See Legal Developments.) 

Interpretation of Regulation Q concerning 
fixed-rate obligations of bank holding com-
panies, and amendment that reduces the 
minimum maturity of time deposits at 
member banks to 14 days. (See Legal De-
velopments.) 

Availability of information summarizing 
the categories of depositors eligible to hold 
negotiable order of withdrawal accounts at 
member banks. 

Proposal of policy statement on payments 
to brokers for research and brokerage serv-
ices by trust institutions. 

Change in Board staflF. 

Admission of ten state banks to member-
ship in the Federal Reserve System. 

883 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on September 16, 1980, the 
Committee agreed that open market opera-
tions in the period until the next meeting 
should be directed toward expansion of re-
serve aggregates consistent with growth of 
M-1A, M-1B, and M-2 over the August-to-
December period at annual rates of about 4 
percent, 6 V 2 percent, and 8 V 2 percent re-
spectively, provided that in the period be-
fore the next regular meeting the weekly 
average federal funds rate remained within 
a range of 8 to 14 percent. 

889 LEGAL DEVELOPMENTS 

Amendments to and interpretations of Reg-
ulations D, K, and Q; revision of Regula-
tion J; Depository Institutions Deregulation 
Committee rules; various bank holding 
company and bank merger orders; and 
pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A67 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A68 BOARD OF GOVERNORS AND STAFF 

A70 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISOR YCOUNCILS 

All FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

All FEDERAL RESER VE BOARD 
PUBLICATIONS 
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943 RECENT DEVELOPMENTS IN MONETARY 
POLICY 

Review of monetary policy over the past 
year and outline of the Board's basic in-
tentions and some future problems. 

953 TREASUR Y AND FEDERAL RESER VE 
OPERATIONS: INTERIM REPORT 

From August through October interest rate 
differentials swung increasingly in favor of 
the dollar against most major currencies, 
prompting flows of funds into dollar-de-
nominated assets. 

956 INDUSTRIAL PRODUCTION 

Output rose about 1.4 percent in Novem-
ber. 

957 STATEMENTS TO CONGRESS 

Lyle E. Gramley, Member, Board of Gov-
ernors, presents the views of the Board on 
an amendment that would modify the Bank 
Holding Company Act to prohibit banking 
organizations from acquiring thrift institu-
tions except when necessary to prevent an 
insolvency or to restore solvency; he states 
that the Congress should consider whether, 
when, and under what circumstances thrift 
institutions and commercial banks should 
be allowed to affiliate under a holding 
company structure, before the Senate Com-
mittee on Banking, Housing, and Urban Af-
fairs, November 21, 1980. 

959 John E. Ryan, Director, Division of Bank-
ing Supervision and Regulation, responds 
to the interim report of the General Ac-
counting Office concerning the efforts of the 
federal bank regulatory agencies to monitor 
compliance with the provisions of the Bank 
Secrecy Act, before the Subcommittee on 

General Oversight and Renegotiation of the 
House Committee on Banking, Finance and 
Urban Affairs, December 3, 1980. 

962 ANNOUNCEMENTS 

Changes in the discount rate. 

Proposed simplification of Truth in Lending 
regulation. 

Adoption of policy statement for the han-
dling of protested applications under the 
Bank Holding Company and Bank Merger 
Acts, for membership in the Federal Re-
serve System, and for new branches of 
state member banks. 

Addition of the performance of real estate 
appraisals to the list of activities per-
missible for bank holding companies. (See 
Legal Developments.) 

Amendments of Regulation K granting gen-
eral consent for member banks, Edge and 
Agreement corporations, and bank holding 
companies to make certain additional in-
vestments in organizations in which they al-
ready have an interest and dealing with the 
nonbanking activities of foreign bank hold-
ing companies and foreign banks with bank-
ing offices in the United States. (See Legal 
Developments.) 

Increase in international claims of U.S. 
banks with sizable foreign banking opera-
tions. 

Revisions of Regulation D affecting the cal-
culation of Eurocurrency liabilities by do-
mestic depository institutions and by U.S. 
branches and agencies of foreign banks and 
regarding transfers of funds from transac-
tion accounts. (See Legal Developments.) 

Amendment of Regulation C to require in-
stitutions to change from a fiscal- to a calen-
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dar-year basis for reporting of 1980 data un-
der the Home Mortgage Disclosure Act. 

Availability of agency enforcement docu-
ments issued by the Board to enforce vari-
ous consumer-related acts. 

Adoption of program to improve the quality 
of the nation's currency through the use of 
high-speed electronic equipment. 

Changes in Board staff. 

Availability of new Introduction to Flow of 
Funds. 

Admission of four state banks to member-
ship in the Federal Reserve System. 

974 LEGAL DEVELOPMENTS 

Amendments to Regulations D, K, and Y; 
various bank holding company and bank 
merger orders; and pending cases. 
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A68 Special Tables 

A67 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

968 RECORD OF POLIC YACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 21, 1980, the 
Committee agreed that open market opera-
tions in the period until the next meeting 
should be directed toward expansion of re-
serve aggregates consistent with growth of 
M-1A, M-1B, and M-2 over the September-
to-December period at annual rates of 
about 272 percent, 5 percent, and 1XU per-
cent respectively, or somewhat less, pro-
vided that in the period before the next reg-
ular meeting the weekly average federal 
funds rate remained within a range of 9 to 
15 percent. 
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Ml FEDERAL RESERVE BANKS, BRANCHES, 
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L THE ECONOMY IN 1980 

Economic activity was about unchanged 
over 1980, but the year was characterized 
by turbulence against a backdrop of high in-
flation. 

13 STAFF STUDIES 

"Performance and Characteristics of Edge 
Corporations" reviews the operations of 
Edge corporations, including their types 
of customers, activities, financial perform-
ance, and effects on local markets. 

15 INDUSTRIAL PRODUCTION 

Output increased about 1.0 percent in De-
cember. 

17 STATEMENT TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, discusses recent monetary policy 
and economic developments and outlines 
some of the key issues relating to monetary 
policy for 1981 and beyond, before the Sen-
ate Committee on Banking, Housing, and 
Urban Affairs, January 7, 1981. 

23 ANNOUNCEMENTS 

Setting of schedules of fees for certain Fed-
eral Reserve services. 

Proposals to amend Regulations D and Q to 
permit the establishment in the United 
States of international banking facilities. 

Gross earnings of the Federal Reserve 
Banks amounted to almost $13 billion in 
1980. 

Creation of Thrift Institutions Advisory 
Group. 

New members and meeting of Consumer 
Advisory Council. 

Actions taken to facilitate quarterly report-
ing by small depository institutions. 

Adoption of revised schedule of operating 
hours for the dispatch of funds over the 
System's wire network. 

Amendments to Regulation E to permit 
creditors to debit their customers' accounts 
automatically for repayment of pre-
authorized overdraft credit. 

27 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 18, 1980, the 
Committee agreed that open market opera-
tions in the period until the next meeting 
should be directed toward expansion of re-
serve aggregates consistent with growth of 
M-1A, M-1B, and M-2 over the September-
to-December period at annual rates of 
about 2LH percent, 5 percent, and VU per-
cent respectively, or somewhat less, pro-
vided that in the period before the next reg-
ular meeting the weekly average federal 
funds rate remained within a range of 13 to 
17 percent. While some shortfall from the 
specified rates of monetary growth would 
be accepted, it was also understood that op-
erations would not be directed toward plac-
ing substantial additional pressures on bank 
reserve positions unless growth of the mon-
etary aggregates and the associated de-
mands for reserves proved to be significant-
ly greater than anticipated. 

35 LEGAL DEVELOPMENTS 

Amendments to Regulations C, D, H, K, 
and Y and to regulations of the Depository 
Institutions Deregulation Committee; vari-
ous rules and bank holding company and 
bank merger orders; and pending cases. 
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109 FEDERAL RESERVE AND THE 
PAYMENTS SYSTEM 

The Federal Reserve is modernizing its 
communications network because of the 
need to broaden its services as the volume 
of electronic payments increases during the 
next decade. 

117 CYCLICAL AND SECULAR 
DEVELOPMENTS 
IN THE U.S. STEEL INDUSTRY 

Production by the U.S. steel industry plum-
meted in the first half of 1980, but made a 
vigorous recovery in the five months that 
followed the July trough. 

127 DOMESTIC FINANCIAL DEVELOPMENTS 
IN THE FOURTH QUARTER OF 1980 

Demands for credit grew substantially in 
the quarter and market interest rates 
reached new highs. 

134 INDUSTRIAL PRODUCTION 

Output rose about 0.6 percent in January. 

135 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, outlines some of the key issues for 
economic policy for 1981 and beyond and 
says that the preeminent objective of eco-
nomic policy should be to break the infla-
tionary momentum that grips the economy, 
before the Senate Committee on Appropri-
ations, January 27, 1981. 

137 Henry C. Wallich, Member, Board of Gov-
ernors, discusses his personal views on the 
prospects for increased growth in produc-
tivity in the United States and on the role 
that the federal government should take in 
the effort to improve productivity perform-
ance, before the Temporary Subcommittee 

on Industrial Growth and Productivity of 
the Senate Committee on the Budget, Janu-
ary 27, 1981. 

141 Chairman Volcker reviews the current eco-
nomic situation and emphasizes that reduc-
ing inflation will require changes in behav-
ior patterns, which have become deeply 
ingrained, and that the effort necessary to 
achieve such changes must be carried out 
over a broad range of integrated policies, 
before the Joint Economic Committee, 
February 5, 1981. 

143 Nancy H. Teeters, Member, Board of Gov-
ernors, presents the views of the Board on 
the proposed Cash Discount Act, by which 
a seller could provide a discount to a cus-
tomer for payment by cash, check, or 
means other than an open-end credit card 
and would not have to disclose the discount 
as a finance charge under the Truth in 
Lending Act; Mrs. Teeters says that the 
Board favors encouraging such discounts, 
before the Subcommittee on Consumer Af-
fairs of the House Committee on Banking, 
Finance and Urban Affairs, February 5, 
1981. 

145 ANNOUNCEMENTS 

Proposed revision and simplification of 
Regulation C, which implements the Home 
Mortgage Disclosure Act. 

Adoption of forms to be filed by foreign 
organizations that conduct banking busi-
ness in the United States to meet the re-
quirements of the Bank Holding Company 
Act and the International Banking Act of 
1978. 

Interpretation of Regulation K dealing with 
investments by a U.S. banking organization 
in a foreign company that does business in 
the United States. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

February 1981



Availability of Federal Reserve Regulatory 
Service that will ultimately include all 
Board regulations and related interpreta-
tions and documents. 

Adoption of procedures for cooperation 
with the Department of Labor in enforce-
ment of the Employee Retirement Income 
Security Act of 1974. 

Settlement of enforcement proceedings in-
stituted by the Board against Mid America 
Bancorporation, Inc., and Irwin L. Jacobs 
of Minneapolis. 

fluctuations in the federal funds rate, taken 
over a period of time, within a range of 15 
to 20 percent were likely to be inconsistent 
with the monetary and related reserve 
paths, the Manager for Domestic Oper-
ations was promptly to notify the Chair-
man, who would then decide whether the 
situation called for supplementary instruc-
tions from the Committee. 

155 LEGAL DEVELOPMENTS 

Amendments to Regulations E, F, and Q; 
various rules; various bank holding com-
pany and bank merger orders; and pending 
cases. 

Changes in Board staff. 

Admission of twelve state banks to mem-
bership in the Federal Reserve System. 

149 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the conclusion of its meeting on Decem-
ber 18-19, 1980, the Committee decided to 
seek behavior of reserve aggregates associ-
ated with growth of M-1A, M-1B, and M-2 
over the first quarter along a path consist-
ent with the ranges for growth in 1981 
contemplated in July 1980, abstracting from 
the effects of deposit shifts connected with 
the introduction of NOW accounts on a 
nationwide basis. The members recognized 
that the spread of NOW accounts and ATS 
accounts nationally was likely to widen the 
differential between growth of M-l A and of 
M-1B to an unpredictable extent and that 
operational paths for reserves would have 
to be adjusted in the light of the developing 
differential. Some shortfall in growth would 
be acceptable in the near term if that devel-
oped in the context of reduced pressures in 
the money market. If it appeared during the 
period before the next regular meeting that 
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195 M o n e t a r y  P o l ic y  R e po r t  to
Co n g r e s s

Submitted pursuant to the Full Employ
ment and Balanced Growth Act of 1978, the 
Board’s report states that the policy of 
monetary restraint adopted by the Federal 
Reserve is intended to contribute to the 
process of breaking the momentum of infla
tion.

209 TREASUR Y AND FEDERAL RESERVE
Fo re ig n  Ex c h a n g e  Oper a tio n s

The underlying strength of the dollar in 
foreign exchange markets over the period 
from August 1980 through January 1981 
reflected the relatively favorable current- 
account position of the United States.

229 S taff  S tudies

“Banking Structure and Performance at the 
State Level during the 1970s” examines the 
levels and trends in state banking structure 
and analyzes statewide banking perform
ance during the 1970s.

231 In d u st r ia l  P r o d u c t io n

Output declined about 0.5 percent in Febru
ary.

233 S tatem ents to C o n g r e ss

Henry C. Wallich, Member, Board of Gov
ernors, testifies on S. 144, a bill that would 
facilitate the establishment and operation of 
export trading companies, and focuses on 
the provisions of the bill relating to bank 
ownership of export trading companies, be
fore the Subcommittee on International Fi
nance and Monetary Policy of the Senate 
Committee on Banking, Housing, and Ur
ban Affairs, February 17, 1981.

235 Nancy H. Teeters, Member, Board of Gov
ernors, testifies on the proposed “Cash 
Discount Act” and says that the Board 
favors encouraging such discounts, before 
the Subcommittee on Consumer Affairs of 
the Senate Committee on Banking, Hous
ing, and Urban Affairs, February 18, 1981.

237 Paul A. Volcker, Chairman, Board of Gov
ernors, discusses the Monetary Policy Re
port (see article, pages 195-208) and empha
sizes the importance of restraint on money 
and credit combined with control of federal 
spending, before the Senate Committee on 
Banking, Housing, and Urban Affairs, Feb
ruary 25, 1981. (Chairman Volcker gave a 
similar statement before the House Com
mittee on Banking, Finance, and Urban 
Affairs, February 26, 1981.)

241 J. Charles Partee, Member, Board of Gov
ernors, discusses H.R. 1294, a bill to extend 
margin credit regulations to the acquisition 
of U.S. corporations by foreigners using 
credit obtained from foreign lenders, and 
House Concurrent Resolution 59, which 
calls for a study of the effects of such 
foreign acquisitions on our economy, be
fore the Subcommittee on Telecommunica
tions, Consumer Protection and Finance of 
the House Committee on Energy and Com
merce, February 26, 1981.

243 Chairman Volcker discusses economic poli
cy and its relationship to monetary policy 
and says that the linchpin of the whole 
economic program is massive progress in 
cutting back the upward surge in federal 
expenditures, before the House Committee 
on Ways and Means, March 3, 1981.

247 A n n o u n c e m e n t s

Publication of Capital Formation and Pub
lic Policy.
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Establishment of procedures for adminis
tration of clearing balances, service 
charges, and interim price and service 
charges.

Amendment to Regulation P.
Admission of one state bank to membership 
in the Federal Reserve System.

253 Le g a l  D e ve lo pm e n ts

Various bank holding company and bank 
merger orders, and pending cases.

Al Fin a n c ia l  a n d  B u sin e ss  S tatistics

A3 Domestic Financial Statistics
A44 Domestic Nonfinancial Statistics
A52 International Statistics
A6 8  Special Tables

A67 G uide  to Ta b u l a r  P r e se n ta t io n , 
S tatistical  R e le a se s , a n d  Special

Ta bles

A ll  BOARD OF GOVERNORS AND STAFF

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS

A75 Fe d eral  R e ser v e  Ba n k s , Br a n c h e s , 
a n d  Offices

A76 Fed e r al  R eser v e  B o ar d  P u blica
tions

A78 In d e x  to S tatistical  Table s  

A80 Ma p  of  Fed e r al  R e ser v e  S ystem
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T a b l e  o f  C o n t e n t s

269 U .S . In t e r n a t io n a l  Tr a n s a c t io n s  
in  1980

The U .S . current account was in balance in
1980, essentially unchanged from  1979, de
spite another large increase in the value o f  
im ported oil.

277 N e w  M o n e t a r y  C o n t r o l  
P r o c e d u r e :

Fin d in g s  a n d  E v a l u a t io n  
Fr o m  a  Fe d e r a l  R e s e r v e  S t u d y

The operating procedure proved flexible  
enough to perm it some accom m odation in 
the short run to last year’s unexpected  
shifts in m oney dem and, and w orked to 
lim it the extent to  w hich changes in de
mands fo r goods and services w ere reflect
ed in actual m oney grow th.

291 In d u s t r ia l  P r o d u c t io n

O utput rose about 0 .4  percent in M arch .

293 S t a t e m e n t s  to  C o n g r e s s

Paul A . V o lc k er, C hairm an, Board o f G ov
ernors, discusses the interrelationships o f  
budgetary and m onetary policy and empha
sizes the im portance o f reducing taxes and 
o f cutting back federal spending; he says 
that reducing the federal budget deficit can 
help head o ff tension in financial m arkets  
and m ake room  fo r private  investm ent, be
fore the House C om m ittee on the Budget, 
M arch  27, 1981.

296 Theodore E . A llison , S taff D irec to r fo r Fed
eral Reserve B ank A ctiv ities , says that the 
Board supports the proposal by the Bureau  
o f the M in t to introduce a zinc-based penny  
and eventually  to replace the predom inantly  
copper one, before the Subcom m ittee on 
Consum er Affairs o f the House Com m ittee  
on Banking, Finance and U rb an  A ffairs, 
M arch  31, 1981.

297 Frederick H . Schultz, V ic e  Chairm an, 
Board o f G overnors, discusses the ways in  
which the Federal Reserve is attem pting to 
understand and deal w ith  the financial prob
lems o f small businesses, before the House  
C om m ittee on Sm all Business, A p ril 7,
1981.

302 A n n o u n c e m e n t s

Issuance o f  new  Regulation Z .

A doption o f fee schedule fo r com m ercial 
check-clearing and collection services.

M eeting o f  Consum er A dvisory  Council.

Change in Board staff.

A va ilab ility  o f  revised list o f over-the- 
counter stocks that are subject to the  
Board’s m argin regulations.

Publication o f  Annual Statistical Digest,
1970-1979.

Admission o f  eleven state banks to m em 
bership in the Federal Reserve System .

3 11 R e c o r d  o f  P o l ic y  A c t io n s  o f  th e  
F e d e r a l  O p e n  M a r k e t  C o m m it t e e

A t its m eeting on February  2 -3 , 1981, the  
Com m ittee decided to specify ranges fo r  
growth o f  M _1A  and M -1 B , adjusted fo r the 
effects o f flows in to  N O W  accounts, that 
w ere */2 percentage point lo w er than those 
fo r 1980 and to retain the 1980 ranges fo r  
M -2  and M -3 . Thus, the Com m ittee adopted  
the fo llow ing ranges fo r grow th o f  the m on
etary aggregates o ver the period fro m  the  
fourth quarter o f  1980 to the fourth  quarter 
o f 1981: M - l  A , 3 to  5 ‘/ 2 percent; M -1 B , 3*/2 
to 6 percent; M -2 , 6 to 9 percent; and M -3 , 
6*/2 to 9 ‘/ 2 percent. T he associated range fo r  
grow th o f com m ercial bank credit was 6 to 9 
percent.
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F o r the period from  Decem ber to M arch , 
the C om m ittee decided to seek behavior o f  
reserve aggregates associated w ith  growth  
o f M -1 A  and M -1 B  at annual rates o f 5 to 6 
percent and in M -2  o f about 8 percent, 
abstracting from  the im pact o f  flows into  
N O W  accounts. Those rates w ere associat
ed w ith  grow th o f M -1  A , M -1 B , and M -2  
from  the fourth  quarter o f 1980 to the first 
quarter o f  1981 at annual rates o f about 2 
percent, 23/ 4 percent, and 7 percent respec
tive ly . I f  it appeared during the period be
fore the next regular meeting that fluctua
tions in the federal funds rate , taken over a 
period o f  tim e, w ith in  a range o f 15 to 20 
percent w ere like ly  to be inconsistent w ith  
the m onetary and related reserve paths, the 
M anager fo r Dom estic Operations was 
prom ptly  to notify  the Chairm an, who  
w ould then decide w hether the situation  
called fo r supplem entary instructions from  
the Com m ittee. In  a telephone conference  
on February 24, the Com m ittee agreed to  
accept some shortfall in grow th o f M -1 A  
and M -1 B  from  the rates specified at the 
m eeting on February  2 -3 .

319 L e g a l  D e v e l o p m e n t s

Revised Regulation Z ; amendments to Reg
ulations K  and P; am endm ent to regulation  
o f the D epository  Institutions Deregulation

C om m ittee; various bank holding com pany  
and bank m erger orders; and pending cases.

373 D ir e c t o r s  o f  F e d e r a l  R e s e r v e  
Ba n k s  a n d  Br a n c h e s

L is t o f directors by Federal Reserve D is 
trict.

A  l Fin a n c ia l  a n d  B u s in e s s  S tat ist ic s

A 3 Dom estic F inancial Statistics 
A 44 Dom estic Nonfinancia l Statistics  
A 52 In ternational Statistics 
A68 Special Tables

A 67 G u id e  to  Ta b u l a r  P r e s e n t a t io n , 
S t a t ist ic a l  R e l e a s e s , a n d  S p e c ia l
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A 82 BOARD OF GOVERNORS AND STAFF 

A 84 FEDERAL OPEN MARKET COMMITTEE
a n d  S t a f f ; A d v is o r y  C o u n c il s

A85 Fe d e r a l  R e s e r v e  Ba n k s ,
Br a n c h e s , a n d  Of f ic e s

A 86 Fe d e r a l  R e s e r v e  B o a r d  
P u b l ic a t io n s

A88 In d e x  to  S t a t is t ic a l  Ta b l e s  

A 90 M a p  o f  Fe d e r a l  R e s e r v e  S yste m

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

April 1981



Table of Contents

389 Th e  R e c e n t  In f l a  t io n  Ex p e r ie n c e

Inflation has worsened over the past three 
years, but developments suggest improve
ment ahead.

398 S u r v e y  o f  Fin a n c e  C o m p a n ie s ,
1980

The survey reveals a high rate of growth in 
receivables held by finance companies over 
the 1975-80 period compared with the find
ings of the survey five years earlier.

410 D o m e s t ic  F in a n c ia l  D e v e l o p m e n t s  
i n  th e  Fir s t  Q u a r t e r  o f  1981

The expansion of money moderated in the 
first quarter despite a further pickup in 
economic activity and continued rapid infla
tion.

417 In d u s t r ia l  P r o d u c t io n

Output rose 0.4 percent in April.

419 S t a t e m e n t s  to  C o n g r e s s

Frederick H. Schultz, Vice Chairman, 
Board of Governors, briefly discusses the 
condition of the banking system, regulation 
of banking, and the views of the Board on 
recently enacted legislation affecting the 
banking industry, before the Senate Com
mittee on Banking, Housing, and Urban 
Affairs, April 28, 1981.

424 Nancy H. Teeters, Member, Board of Gov
ernors, presents the views of the Board on 
federally assisted credit and says that the 
Board supports a recent legislative proposal 
to apply the same enforcement procedures

and legislative timetables to the credit bud
get as apply to the rest of the budget, before 
the House Committee on Banking, Finance 
and Urban Affairs, April 30, 1981.

430 A n n o u n c e m e n t s

Change in discount rate.

Amendment to Regulation D. (See Legal 
Developments.)

Deferral of reserve requirements for non
member depository institutions with total 
deposits of less than $2 million.

Proposed interpretation of the Board’s rules 
to clarify what depositors are eligible to 
hold interest-bearing checking accounts at 
member banks; proposed amendments to 
Regulation J to implement portions of the 
Monetary Control Act and to make various 
technical changes.

Availability of quarterly Agricultural Fi
nance Databook.

Adoption of policy statement on the dispo
sition of income from the sale of credit life 
insurance.

Changes in Board staff.

Updating of seasonal adjustment factors for 
components of the monetary aggregates.

434 L e g a l  D e v e l o p m e n t s

Amendment to Regulation D; various bank 
holding company and bank merger orders; 
and pending cases.
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461 C h a n g i n g  P a t t e r n s  o f  H o u s i n g
F i n a n c e

Activity in housing markets has contracted 
since 1978 in an environment of rapid infla
tion and higher interest rates.

473 F i n a n c i a l  D e v e l o p m e n t s  o f  B a n k  
H o l d i n g  C o m p a n ie s  i n  1980

In 1980 bank holding companies operated in 
a particularly difficult environment, but on 
balance came through reasonably well.

480 F i n a n c i a l  P e r f o r m a n c e  o f  S m a l l  
B a n k s ,  1 9 7 7 -8 0

In a period of many changes and some 
adversities, the majority of small commer
cial banks have fared well.

486 TREASUR Y AN D  FEDERAL RESERVE
F o r e ig n  Ex c h a n g e  O p e r a t i o n s .- 
In t e r im  R e p o r t

From February to April the U.S. dollar was 
in strong, then weak, and finally heavy 
demand; in mid-April the U.S. authorities 
adopted a minimal intervention approach, 
but the Federal Reserve continued to oper
ate in the market as agent for other central 
banks.

488 I n d u s t r i a l  P r o d u c t i o n  

Output rose 0.3 percent in May.

490 S t a t e m e n t  t o  C o n g r e s s

J. Charles Partee, Member, Board of Gov
ernors, discusses the bank examination 
process and recent efforts to make examina
tions more cost effective and more uniform 
among the federal agencies, and says the 
Board strongly opposes a General Account
ing Office proposal that examiners be

“pooled” among the federal agencies, be
fore the House Committee on Banking, 
Finance and Urban Affairs, June 4, 1981.

494 A n n o u n c e m e n t s

Adoption of policy statement on sale of 
third-party commercial paper by state mem
ber banks.

Proposal on simplified Regulation Z (Truth 
in Lending).

Release of list of foreign banks operating in 
the United States and their home states.

Delegation of authority to General Counsel 
for exceptions to the rules against interlock
ing managements of depository institutions.

Nominations to Consumer Advisory Coun
cil.

Amendment to Regulation T regarding 
speculative holding of foreign currency in a 
margin account.

Publication of Annual Report for 1980.

Changes in Board staff.

Admission of six state banks to membership 
in the Federal Reserve System.

497 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At its meeting on March 31, 1981, the 
Committee decided to seek behavior of 
reserve aggregates associated with growth 
of Ml-B over the period from March to 
June at an annual rate of 5'/2 percent or 
somewhat less, after allowance for the im
pact of flows into NOW accounts, and 
growth in M2 at an annual rate of about l0'/2 
percent. In evaluating the behavior of the 
aggregates, it was agreed that greater
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weight than before would be given to the 
behavior of M2. If it appeared during the 
period before the next scheduled meeting 
that fluctuations in the federal funds rate, 
taken over a period of time, within a range 
of 13 to 18 percent were likely to be incon
sistent with the monetary and related re
serve paths, the Manager of Domestic Op
erations was promptly to notify the 
Chairman, who would then decide whether 
the situation called for supplementary in
structions from the Committee.

In the telephone conference on May 6, 
the Committee agreed that in the brief peri
od before the next regular meeting sched
uled for May 18, the reserve path would 
continue to be set on the basis of the short- 
run objectives for monetary growth estab
lished at the March 31 meeting. It was noted 
that for a time actual money growth might 
be high relative to those objectives in view 
of the recent performance of the monetary 
aggregates. The Committee recognized that 
short-term market interest rates might well 
fluctuate around levels prevailing in recent 
days and that the federal funds rate might 
continue to exceed the upper end of the 
range indicated for consultation at the pre
vious meeting. The Committee agreed to 
consult further if necessary to maintain 
adequate restraint on the monetary and 
credit aggregates.

Amendments to Regulations D and Q; 
amendment to rules; various bank holding 
company and bank merger orders; and 
pending cases.

Al F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A3 Domestic Financial Statistics
A44 Domestic Nonfinancial Statistics
A52 International Statistics
A68 Special Tables

A67 G u i d e  t o  Ta b u l a r  P r e s e n t a t i o n , 
S t a t i s t i c a l  R e l e a s e s , a n d  S p e c i a l  
Ta b l e s

A l l  B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A74 F e d e r a l  O p e n  M a r k e t  C o m m i t t e e  
a n d  S t a f f ; A d v i s o r y  C o u n c i l s

A75 F e d e r a l  R e s e r v e  B a n k s , B r a n c h e s , 
a n d  O f f i c e s

A76 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A81 I n d e x  t o  S t a t i s t i c a l  Ta b l e s

A83 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m

507 L e g a l  D e v e l o p m e n t s
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529 Th e  C o n s u m e r  A d v i s o r y  C o u n c i l : 
Th e  F i r s t  F i v e  Ye a r s

The work of the Consumer Advisory Coun
cil is reviewed on the eve of its fifth anni
versary.

535 A n  A p p r o a c h  t o  R e g u l a t o r  y  
S i m p l i f i c a t i o n

The Board is simplifying all of its regula
tions and has completed its revision of 
Regulation Z (Truth in Lending).

539 R e c e n t  R e v i s i o n s  
i n  t h e  M o n e y  S t o c k

The Board has devised an econometric pro
cedure for preadjusting some components 
of the money stock, revised the benchmark 
for the monetary aggregates, and construct
ed a measure of Ml-B that abstracts from 
shifts to negotiable order of withdrawal 
accounts in 1981.

543 In d u s t r i a l  P r o d u c t i o n

Output declined about 0.1 percent in June.

545 S t a t e m e n t s  t o  C o n g r e s s

Frederick H. Schultz, Vice Chairman, 
Board of Governors, discusses the implica
tions of Federal Reserve policy for the 
agricultural sector and says that the farm 
sector is not facing a significant problem 
with respect to credit availability, before 
the Subcommittee on Conservation, Credit, 
and Rural Development of the House Com
mittee on Agriculture, June 23, 1981.

548 Paul A. Volcker, Chairman, Board of Gov
ernors, presents the Board’s views on the 
role of money market funds in the nation’s 
financial structure and recommends that the 
Federal Reserve be authorized to impose 
reserve requirements on shares of money

market funds when such shares serve as 
transaction balances and to enforce a clear
er distinction between transaction balances 
and other liquid savings, before the Sub
committee on Domestic Monetary Policy of 
the House Committee on Banking, Finance 
and Urban Affairs, June 25, 1981.

555 Lyle E. Gramley, Member, Board of Gov
ernors, discusses some of the issues in
volved in recent mergers within the finan
cial services industry and says that 
developments need to be monitored careful
ly to ensure that such changes as recent 
conglomerate mergers do not result in mo
nopolies or monopoly power at some time 
in the future, before the Subcommittee on 
Monopolies and Commercial Law of the 
House Committee on the Judiciary, July 8, 
1981.

561 A n n o u n c e m e n t s

Revision of the monetary aggregates.

Amendments to Regulations D and Q to 
permit the establishment of international 
banking facilities in the United States (see 
Legal Developments).

Proposed amendments to Regulation T con
cerning margin requirements for trading of 
options on government and government 
agency debt issues; proposed amendment 
to Regulation Y to include the issuance of 
traveler’s checks in the list of nonbanking 
activities permissible for bank holding com
panies; proposed amendments to Regula
tions G, T, and U concerning margin re
quirements.

Changes in Board staff.

Meeting of Consumer Advisory Council.

Admission of seven state banks to member
ship in the Federal Reserve System.
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565 R e c o r d  o f  P o l i c y  A c t i o n s  o f  t h e  
F e d e r a l  O p e n  M a r k e t  C o m m i t t e e

At its meeting on May 18, 1981, the Com
mittee decided to seek behavior of reserve 
aggregates associated with growth of Ml-B 
from April to June at an annual rate of 3 
percent or lower, after allowance for the 
impact of flows into negotiable order of 
withdrawal (NOW) accounts, and growth in 
M2 at an annual rate of about 6 percent. A 
shortfall in growth of Ml-B from the two- 
month rate of 3 percent would be accept
able, in light of the rapid growth in April 
and the objective adopted by the Commit
tee on March 31 for growth from March to 
June at an annual rate of 5x/i percent or 
somewhat less. The members recognized 
that shifts into NOW accounts would con
tinue to distort measured growth in Ml-B to 
an unpredictable extent and that operation
al paths would have to be developed in the 
light of evaluation of those distortions. The 
Chairman might call for Committee consul
tation if it appeared to the Manager for 
Domestic Operations that pursuit of the 
monetary objectives and related reserve 
paths during the period before the next 
meeting was likely to be associated with a 
federal funds rate persistently outside a 
range of 16 to 22 percent.

571 L e g a l  D e v e l o p m e n t s

Amendments to Regulations D, Q, and T; 
various bank holding company and bank 
merger orders; and pending cases.

Al F i n a n c i a l  a n d  B u s i n e s s  S t a t i s t i c s

A3 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A52 International Statistics 
A68 Special Tables

A67 G u i d e  t o  Ta b u l a r  P r e s e n t a t i o n , 
S t a t i s t i c a l  R e l e a s e s , a n d  S p e c i a l  
Ta b l e s

A82 B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A84 F e d e r a l  O p e n  M a r k e t  C o m m i t t e e  
a n d  S t a f f ; A d v i s o r y  C o u n c i l s

A85 F e d e r a l  R e s e r v e  B a n k s ,
B r a n c h e s , a n d  O f f i c e s

A86 F e d e r a l  R e s e r v e  B o a r d  
P u b l i c a t i o n s

A88 I n d e x  t o  S t a t i s t i c a l  Ta b l e s

A90 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m
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595 M o n e t a r y  P o l i c y  R e p o r t  t o  
C o n g r e s s

Because inflationary forces are still well 
entrenched, the Federal Reserve must re
main firmly committed to a policy of mone
tary restraint.

607 S t a f f  S t u d y

In “Federal Reserve Decisions on Bank 
Mergers and Acquisitions during the 
1970s,” no distinct trends were found in the 
Board’s decisions on mergers and acquisi
tions during the period under study.

608 In d u s t r i a l  P r o d u c t i o n

Output increased about 0.3 percent in July.

610 S t a t e m e n t s  to  C o n g r e s s

Paul A. Volcker, Chairman, Board of Gov
ernors, says that the essential point about 
U.S. macroeconomic and monetary policies 
is the commitment to reducing inflation, 
before the Joint Economic Committee, 
July 16, 1981.

613 Chairman Volcker reviews the conduct of 
monetary policy and reports on the Federal 
Reserve’s objectives for the growth of mon
ey and credit for 1981 and tentative targets 
for 1982, before the House Committee on 
Banking, Finance and Urban Affairs, 
July 21, 1981, and before the Senate Com
mittee on Banking, Housing, and Urban 
Affairs, July 22, 1981.

618 Nancy H. Teeters, Member, Board of Gov
ernors, presents the Board’s views on two 
proposed bills: one that would authorize 
loans at interest rates in excess of state 
usury ceilings, and the Credit Deregulation 
and Availability Act of 1981, which would 
temporarily allow any lender to originate

loans of up to 1 percent above the Federal 
Reserve discount rate, before the Senate 
Committee on Banking, Housing, and Ur
ban Affairs, July 21, 1981.

620 John E. Ryan, Director of the Board’s 
Division of Banking Supervision and Regu
lation, discusses the final report of the 
General Accounting Office on the Currency 
and Foreign Transactions Reporting Act 
and says that the Board is fully committed 
to taking and strengthening, whenever nec
essary, appropriate measures to ensure 
compliance with this act, before the Sub
committee on General Oversight of the 
House Committee on Banking, Finance and 
Urban Affairs, July 23, 1981.

623 Lyle E. Gramley, Member, Board of Gov
ernors, discusses his views on interest 
rates, including why interest rates are so 
high, and says that in the long run the only 
way to reduce interest rates is to reduce 
inflation, before the Senate Forum, July 27, 
1981.

625 A n n o u n c e m e n t s

Survey of financial institutions to determine 
compliance costs and benefits associated 
with consumer protection regulations.

Revision of Regulation C, which imple
ments the Home Mortgage Disclosure Act.

Amendment to Regulation Y to limit the 
insurance agency activities authorized for 
bank holding companies.

Adoption of fee schedule for securities and 
noncash collection services provided by the 
Federal Reserve Banks.

Proposed revision in fee schedules for 
transportation services in supplying curren
cy and coin to the nation’s banks and thrift
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institutions; proposed amendments to Reg
ulation Y concerning certain data process
ing activities by bank holding companies.

Changes in Board staff.

Admission of one bank to membership in 
the Federal Reserve System.

629 L e g a l  D e v e l o p m e n t s

Amendment to Regulation Y ; various bank 
holding company and bank merger orders; 
and pending cases.
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A44 Domestic Nonfinancial Statistics 
A52 International Statistics

A67 G u id e  t o  Ta b u l a r  P r e s e n t a t i o n , 
S t a t is t ic a l  R e l e a s e s , a n d  S p e c ia l

Ta b l e s

A68 B o a r d  o f  G o v e r n o r s  a n d  S t a f f

A70 F e d e r a l  O p e n  M a r k e t  C o m m it t e e  
a n d  S t a f f ; A d v i s o r y  C o u n c i l s

A71 F e d e r a l  R e s e r v e  B a n k s , 
B r a n c h e s , a n d  O f f ic e s

A72 F e d e r a l  R e s e r v e  B o a r d  
P u b l ic a t io n s

A74 In d e x  t o  S t a t is t ic a l  Ta b l e s  

A76 M a p  o f  F e d e r a l  R e s e r v e  S y s t e m
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647 BANK LENDING TO DEVELOPING 
COUNTRIES: RECENT DEVELOPMENTS 
IN HISTORICAL PERSPECTIVE 

International banks became important lend-
ers to the developing countries of Latin 
America, Asia, and Africa during the 1970s 
and have stepped up their lending further 
over the past two years. 

657 PROFITABILITY OF 
INSURED COMMERCIAL BANKS 

In an environment of high and widely fluc-
tuating interest rates, commercial banks 
experienced relatively strong profitability 
during 1980. 

671 CHANGES IN BANK LENDING 
PRACTICES, 1979-81 

Large banks generally relaxed their non-
price terms of credit in the second half of 
1980 and the first three quarters of 1981. 

687 TREASUR Y AND FEDERAL RESER VE 
FOREIGN EXCHANGE OPERATIONS 

The U.S. dollar advanced strongly against 
all currencies in the period from February 
through July 1981. 

707 INDUSTRIAL PRODUCTION 

Output decreased about 0.4 percent in 
August. 

709 ANNOUNCEMENTS 

Establishment of new discount rate for ex-
tended credit to banks and thrift institutions 
that are under sustained liquidity pressures. 

Administrative guidance to aid Federal Re-
serve Banks in implementing provisions of 
Regulation A pertaining to the extended 

credit program for depository institutions 
facing liquidity strains. 

Amendment of Regulation J to make Feder-
al Reserve check collection services avail-
able to all depository institutions. (See Le-
gal Developments.) 

Admission of one state bank to membership 
in the Federal Reserve System. 

712 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the meeting on July 6-7, 1981, in accor-
dance with the Full Employment and Bal-
anced Growth Act of 1978 (the Humphrey-
Hawkins Act), the Committee reviewed its 
ranges for growth of the monetary and 
credit aggregates for the period from the 
fourth quarter of 1980 to the fourth quarter 
of 1981 and gave preliminary consideration 
to objectives for monetary growth that 
might be appropriate for 1982. 

The Committee agreed to retain the pre-
viously established ranges for the monetary 
aggregates for 1981. These ranges, abstract-
ing from the impact of NOW accounts on a 
nationwide basis, were 3 to 5VZ percent for 
Ml-A, V/i to 6 percent for Ml-B, 6 to 9 
percent for M2, and 6V2 to 9VI percent for 
M3. The associated range for bank credit 
was 6 to 9 percent. In light of its desire to 
maintain moderate growth in money over 
the balance of the year, the Committee 
wished to affirm that growth in Ml-B near 
the lower end of its range would be accept-
able and desirable. At the same time, the 
Committee recognized that growth in the 
broader monetary aggregates might be high 
in their ranges. 

The Committee tentatively agreed that 
for the period from the fourth quarter of 
1981 to the fourth quarter of 1982, growth of 
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Ml, M2, and M3 within ranges of 2VI to SVI 
percent, 6 to 9 percent, and 6V2 to 9V2 
percent would be appropriate. The upper 
and lower ends of the range for Ml were 
reduced V2 percentage point and 1 percent-
age point respectively from the 1981 range 
for Ml-B. The ranges for the broader aggre-
gates were unchanged from those for 1981. 
However, given the expectation that 
growth of these aggregates in 1981 would be 
around the upper end of the ranges and 
looking toward results in 4982 more toward 
the middle of the ranges, the new ranges 
were fully consistent with year-to-year re-
ductions in growth. 

LEGAL DEVELOPMENTS 

Revision of Regulation C; amendments to 
Regulations J and K; various rules and bank 
holding company and bank merger orders; 
and pending cases. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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749 PUBLIC POLICY AND CAPITAL 
FORMATION 

A System study finds that the U.S. aggre-
gate gross saving rate is probably adequate, 
but it reports evidence that the existing 
capital stock is seriously misallocated 
among sectors of the economy and types of 
capital. 

762 INDUSTRIAL PRODUCTION 

Output decreased 0.8 percent in September. 

764 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, says that intense financial pressures 
are being exerted on many firms and indi-
viduals and that relief from those pressures 
as well as prevention of a recurrence de-
pends on dealing with inflation; consistent 
with restraint on growth of money and 
credit is a reduction of the federal deficit, 
which will help to relieve market pressures 
and make room for investment and housing, 
before the Senate Committee on the Bud-
get, September 16, 1981. 

767 Frederick H. Schultz, Vice Chairman, 
Board of Governors, testifies on the impact 
of high interest rates on small business, 
before the Senate Committee on Small Bus-
iness, September 23, 1981. 

769 Henry C. Wallich, Member, Board of Gov-
ernors, discusses the evolution and impact 
of current account surpluses of the Organi-
zation of Petroleum Exporting Countries 
and the significance of OPEC investment 
decisions for the banking system, before the 
Commerce, Consumer, and Monetary Af-
fairs Subcommittee of the House Commit-
tee on Government Operations, September 
23, 1981. 

774 Vice Chairman Schultz presents the views 
of the Board on proposed legislation dealing 
with the public release, on a deferred basis, 
of the minutes of the Federal Open Market 
Committee and says that detailed and 
lengthy minutes of FOMC meetings would 
not add greatly to the information currently 
available to the public; also, proposed legis-
lation should provide authority to protect 
information relating to international finan-
cial matters, before the Domestic Monetary 
Policy Subcommittee of the House Com-
mittee on Banking, Finance and Urban Af-
fairs, September 29, 1981. 

775 Chairman Volcker testifies on proposed leg-
islation to address the unusual financial 
pressures faced by many depository institu-
tions and says that the basic solution to 
these financial pressures must be found in 
the context of the fight on inflation, before 
the Subcommittee on Financial Institutions 
Supervision, Regulation and Insurance of 
the House Committee on Banking, Finance 
and Urban Affairs, October 1, 1981. 

778 E. Gerald Corrigan, President, Federal Re-
serve Bank of Minneapolis, discusses the 
study compiled by the Commodity Futures 
Trading Commission of events in the silver 
market in 1979 and 1980, before the Sub-
committee on Conservation, Credit, and 
Rural Development of the House Commit-
tee on Agriculture, October 1, 1981. 

781 John E. Ryan, Director of the Board's 
Division of Banking Supervision and Regu-
lation, says, in connection with the Bank 
Secrecy Act, that recent changes in the 
regulations covering the filing of currency 
transaction reports will result in more con-
sistent reporting and interpretation of these 
data and new bank examination procedures 
will improve the level of compliance with 
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the act, before the House Select Committee 
on Narcotics Abuse and Control, October 
9, 1981. 

785 ANNOUNCEMENTS 

Change in discount rate surcharge. 

Amendment to Regulation T requiring bro-
kers and dealers to obtain "good faith" 
margin from customers who write uncov-
ered options on government securities. 

Issuance of interpretation regarding posi-
tions in interest rate futures contracts in-
volving domestic bank certificates of depos-
it. 

Interpretation of Regulation Q to clarify 
which depositors are eligible to hold inter-
est-bearing checking accounts at member 
banks. 

Availability of official staff commentary on 
Regulation E (Electronic Fund Transfers). 

Publication of official staff commentary on 
Regulation Z (Truth in Lending). 

Proposed official staff commentary intend-
ed to apply and interpret Regulation M 
(Consumer Leasing). 

Meeting of Consumer Advisory Council. 

Publication of Seasonal Adjustment of the 
Monetary Aggregates, the Report of the 
Committee of Experts on Seasonal Adjust-
ment Techniques. 

Annual revision of industrial production 
index and capacity utilization rates. 

Availability of revised list of over-the-
counter stocks that are subject to the 
Board's margin regulations. 

Change in Board staff. 

789 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the meeting on August 18, 1981, the 
Committee agreed to reaffirm the short-run 
policy objectives for the third quarter 
adopted at its previous meeting. Specifical-

ly the Committee decided to seek behavior 
of reserve aggregates associated with 
growth of Ml-B from June to September at 
an annual rate of 7 percent after allowance 
for flows into NOW accounts (resulting in 
growth at an annual rate of about 2 percent 
from the average in the second quarter to 
the average in the third quarter), provided 
that growth of M2 remained around the 
upper end of its range for the year or tended 
to move down within the range. If it ap-
peared to the Manager for Domestic Opera-
tions that pursuit of the monetary objec-
tives and related reserve paths during the 
period before the next meeting was likely to 
be associated with a federal funds rate 
persistently outside a range of 15 to 21 
percent, the Chairman might call for a Com-
mittee consultation. 

796 LEGAL DEVELOPMENTS 

Amendments to Regulations A and Q; bank 
holding company and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 
A70 Special Tables 

A 6 9 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A 8 4 BOARD OF GOVERNORS AND STAFF 

A 8 6 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A87 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A 8 8 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A 9 0 INDEX TO STATISTICAL TABLES 

A 9 2 MAP OF FEDERAL RESERVE SYSTEM 
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813 COMMUNITY REINVESTMENT ACT: 
A SECOND PROGRESS REPORT 

The Federal Reserve reviews System ac-
tions in bank and banking organization ap-
plications in which a CRA protest was 
lodged or a less-than-satisfactory CRA per-
formance was revealed in the examination 
process. 

824 INDUSTRIAL PRODUCTION 

Output declined about 1.5 percent in 
October. 

826 STATEMENTS TO CONGRESS 

Nancy H. Teeters, Member, Board of Gov-
ernors, offers the Board's views on two 
bills: one to authorize loans at interest rates 
in excess of certain state usury ceilings and 
the other to allow any type of lender to 
originate loans at a rate up to 1 percentage 
point above the Federal Reserve discount 
rate, before the Subcommittee on Consum-
er Affairs and Coinage of the House Com-
mittee on Banking, Finance and Urban Af-
fairs, October 21, 1981. 

828 Theodore E. Allison, the Board's Staff Di-
rector for Federal Reserve Bank Activities, 
discusses the provision of payments mecha-
nism services, particularly electronic fund 
transfer services, before the Subcommittee 
on Government Information and Individual 
Rights of the House Committee on Govern-
ment Operations, October 22, 1981. 

832 Lyle E. Gramley, Member, Board of Gov-
ernors, discusses certain issues related to 
the impact of federal deficits on the supply, 
distribution, and price of credit; on infla-
tion; and on the conduct of monetary poli-
cy, before the Subcommittee on Domestic 
Monetary Policy of the House Committee 

on Banking, Finance and Urban Affairs, 
October 27, 1981. 

835 Paul A. Volcker, Chairman, Board of Gov-
ernors, comments on some of the implica-
tions of S. 1720, including title I, which 
incorporates the provisions of the so-called 
Regulators' Bill passed by the House; the 
bills embodied in S. 1720 raise questions 
about the appropriateness of geographic 
restrictions on the operation of depository 
institutions, the relationship between com-
merce and banking, and the validity of the 
remaining legal compartmentalization in the 
provision of financial services, before the 
Senate Committee on Banking, Housing, 
and Urban Affairs, October 29, 1981. 

845 Governor Teeters expresses the Board's 
support for H.R. 2372, the bill to establish 
procedures for budgetary control of federal 
credit programs, and also recommends a 
continuing evaluation of the effective use of 
direct spending, direct loans, loan guaran-
tees, and beneficial tax treatment, before 
the Task Force on Enforcement, Credit, 
and Multi-Year Budgeting of the House 
Committee on the Budget, October 29, 
1981. 

850 Henry C. Wallich, Member, Board of Gov-
ernors, reviews recent developments in 
trade and current accounts and examines 
factors that affect the outlook for trade, 
before the Subcommittee on Trade of the 
House Ways and Means Committee, No-
vember 3, 1981. 

854 ANNOUNCEMENTS 

Change in discount rate surcharge. 

Change in discount rate. 

Adoption of fee schedules for transporta-
tion in supplying currency and coin to the 
nation's banks and thrift institutions. 
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Adoption of policy statement on enforce-
ment by state member banks of the Equal 
Credit Opportunity and Fair Housing Acts. 

Amendment to Board's rules to delegate to 
the Reserve Banks authority to make cer-
tain determinations for nonbanking activi-
ties of bank holding companies. 

Deferral of reserve and reporting require-
ments for nonmember depository institu-
tions with less than $2 million in total de-
posits. 

Proposed change in the way depository 
institutions maintain reserves; proposed 
amendment to Regulation K to permit Edge 
corporations to engage in certain invest-
ment advisory and management services in 
the United States; proposal to amend the 
definition in Regulation Z of the "arranger" 
of credit; proposed amendment to Regula-
tion Y expanding the activities permissible 
for bank holding companies; proposed 
amendment to Regulation T about collateral 
when brokers and dealers borrow or lend 
securities. 

Admission of six state banks to membership 
in the Federal Reserve System. 

859 LEGAL DEVELOPMENTS 

Amendments to Regulations A and T; vari-
ous rules and bank holding company and 
bank merger orders; and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

All FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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875 SEASONAL ADJUSTMENT METHODS 
FOR THE MONETARY AGGREGATES 

A review of the general problems of season-
al adjustment and the Census X - l l method 
as now applied at the Board is aimed at 
improving the quality of the seasonally 
adjusted monetary aggregates. 

888 TREAS UR Y AND FEDERAL RESER VE 
FOREIGN EXCHANGE OPERATIONS.-
INTERIM REPORT 

From August through October 1981, the 
Federal Reserve did not buy or sell curren-
cies for U.S. accounts in the exchange 
markets but intervened on occasion as 
agent for other central banks in the New 
York market. 

891 INDUSTRIAL PRODUCTION 

Output declined about 2.1 percent in No-
vember. 

Adoption of broadened definition of bank 
capital to be used in determining the capital 
adequacy of state member banks. 

Amendment of Regulation D to provide that 
the phase-in period for reserve require-
ments of new depository institutions will 
apply only to small institutions that began 
business on or after November 18, 1981. 
(See Legal Developments.) 

Amendment of Regulation Y to include the 
issuance of traveler 's checks among the 
nonbanking activities permissible for bank 
holding companies. (See Legal Develop-
ments.) 

Revision of staff commentary so that the 
origination fee on student loans made be-
fore August 1, 1982, need not be taken into 
account in making any Truth in Lending 
disclosures. 

Increase of 9.8 percent in combined assets 
of the overseas branches of member banks. 

Publication of Annual Statistical Digest, 
1980. 

893 STATEMENTS TO CONGRESS 

Frederick H. Schultz, Vice Chairman, 
Board of Governors, discusses the impact 
on agriculture of developments in the gener-
al economy and financial markets, before 
the Subcommittee on Agriculture and 
Transportation of the Joint Economic Com-
mittee, December 1, 1981. 

895 Nancy H. Teeters, Member, Board of Gov-
ernors, presents the views of the Board on 
the impact, budgeting, and control of feder-
ally assisted credit, before the Task Force 
on Federal Credit of the Senate Committee 
on the Budget, December 10, 1981. 

901 ANNOUNCEMENTS 

Change in discount rate. 

Removal of discount rate surcharge. 

Proposed amendments to some of the crite-
ria for inclusion in the Board 's list of over-
the-counter stocks; request for comment on 
questions about certain futures commission 
merchant activities. 

Discontinued issuance of Published Inter-
pretations. 

Changes in Board staff. 

905 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the meeting on October 5 -6 , 1981, the 
Committee agreed to seek behavior of re-
serve aggregates associated with growth of 
Ml-B from September to December at an 
annual rate of 7 percent, after allowance for 
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the impact of flows into NOW accounts, 
and growth of M2 at an annual rate of 10 
percent or slightly higher. The intermeeting 
range for the federal funds rate that provid-
ed a mechanism for initiating further con-
sultation of the Committee was set at 12 to 
17 percent. 

911 LEGAL DEVELOPMENTS 

Amendments to Regulations D, Q, and Y; 
various bank holding company and bank 
merger orders; and pending cases. 

A l FINANCIAL AND B USINESS S TA TIS TICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

All FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A79 INDEX TO STATISTICAL TABLES 

A8l INDEX TO VOLUME 67 

A95 MAP OF FEDERAL RESERVE SYSTEM 
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L PERSPECTIVES ON THE FOOD AND 
AGRICULTURAL SITUATION 

Declines in farm commodity prices have 
resulted in lower inflation rates for consum-
er foods, but have also led to lower incomes 
in farming. 

13 MONETARY POLICY, MONEY SUPPL Y, 
AND THE FEDERAL RESERVE'S 
OPERATING PROCEDURES 

Developments on both the supply and the 
demand side of money, including innova-
tions in financial markets, enter into deci-
sions on monetary policy operating proce-
dures, instruments, and targets. 

25 STAFF STUDIES 

"Below the Bottom Line: The Use of Con-
tingencies and Commitments by Commer-
cial Banks" analyzes the extent to which 
banks use such off-balance-sheet items as 
loan commitments, standby letters of cred-
it, commercial letters of credit, and finan-
cial futures and forward transactions. 

"Multibank Holding Companies: Recent 
Evidence on Competition and Performance 
in Banking Markets" indicates a deconcen-
trating effect from de novo entry by bank 
holding companies. 

28 INDUSTRIAL PRODUCTION 

Output declined about 2.1 percent in De-
cember. 

30 STATEMENT TO CONGRESS 

Frederick H. Schultz, Vice Chairman, 
Board of Governors, testifying on Joint 
Resolution 365, says that the Board is sym-
pathetic with the basic objective of the Joint 
Resolution to lower interest rates and to 

achieve a balanced distribution of the na-
tion's credit resources, but questions the 
need for the resolution at this time because 
it could be interpreted as calling for mone-
tary policy to back off from its anti-infla-
tionary stance, before the Domestic Mone-
tary Policy Subcommittee of the House 
Committee on Banking, Finance and Urban 
Affairs, December 11, 1981. 

33 ANNOUNCEMENTS 

Issuance of capital adequacy guidelines for 
financial institutions. 

Adjustment of the amount of net transac-
tion accounts to which the lowest (3 per-
cent) reserve requirement will apply in 
1982. 

New members of the Consumer Advisory 
Council. 

Interpretation of rules for international 
banking facilities with respect to purchases 
and sales of financial assets in the second-
ary market. 

Approval of fee schedule for coin wrapping 
services. 

Proposed amendment to Regulation Y as to 
whether arranging equity financing with in-
stitutional lenders for income-producing 
properties should be considered closely re-
lated to banking; proposed revisions of Fed-
eral Reserve charges to depository institu-
tions for wire transfer and net settlement 
services. 

Deferral of mandatory effective date for 
Regulations M and Z to implement the 
Truth in Lending Simplification and Reform 
Act. 

Increase in price of the Federal Reserve 
Regulatory Service and Handbooks. 
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RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

After noting the moderate shortfall in 
growth of Ml-B in October from the 7 
percent annual rate that had been adopted 
for growth from September to December, 
the Committee decided at the meeting on 
November 17, 1981, to seek behavior of 
reserve aggregates associated with growth 
of Ml-B from October to December at an 
annual rate of about 7 percent (after allow-
ance for the impact of flows into NOW 
accounts) and with growth at M2 at an 
annual rate of around 11 percent. It was 
understood that somewhat more rapid 
growth of Ml-B, consistent with the objec-
tive for growth over the fourth quarter 
adopted at the previous meeting, would be 
accepted in the event that transaction de-
mands for money proved to be stronger 
than anticipated; it was also understood 
that moderate shortfalls from the growth 
path would not be unacceptable, particular-
ly if broader aggregates continued to ex-
pand rapidly. The intermeeting range for 
the federal funds rate that provided a mech-
anism for initiating further consultation of 
the Committee was set at 11 to 15 percent. 

45 LEGAL DEVELOPMENTS 

Amendments to Regulations A, D, and K; 
various bank holding company and bank 
merger orders; and pending cases. 

Al FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 
A70 Special Tables 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A80 BOARD OF GOVERNORS AND STAFF 

A82 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A83 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A84 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A86 INDEX TO STATISTICAL TABLES 

A88 MAP OF FEDERAL RESERVE SYSTEM 
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77 DEVELOPMENTS IN BANKING 
STRUCTURE, 1970-81 

During the last decade the structure of the 
commercial banking industry continued to 
adjust to changes in legislation and to the 
evolution of the financial system. 

86 INDUSTRIAL PRODUCTION 

Output declined about 3.0 percent in Janu-
ary. 

88 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, says that sustainable growth cannot 
be built on inflationary policies and that the 
progress that is beginning on the inflation 
front will help lay the base for recovery and 
a better economic performance over the 
long run, before the Joint Economic Com-
mittee of the Congress, January 26, 1982. 

91 J. Charles Partee, Member, Board of Gov-
ernors, discusses proposals to expand bank 
participation in securities markets by allow-
ing banks to underwrite municipal revenue 
bonds and to offer mutual funds, before the 
Subcommittee on Securities of the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, February 4, 1982. 

96 Chairman Volcker underscores and ampli-
fies some of the points contained in the 
official report from the Board in accordance 
with the Humphrey-Hawkins Act, before 
the House Committee on Banking, Finance 
and Urban Affairs, February 10, 1982, and 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, February 11, 
1982. 

103 ANNOUNCEMENTS 

Gross earnings of Federal Reserve Banks 
amounted to $15.5 billion in 1981, more 
than $14 billion of which was paid to the 
U.S. Treasury. 

Amendments to Regulations G, T, and U to 
simplify and clarify margin requirement 
rules. (See Legal Developments.) 

Meeting of Consumer Advisory Council. 

Changes in Board staff. 

Admission of six state banks to membership 
in the Federal Reserve System. 

105 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 21-22, 1981, 
the Committee decided to seek behavior of 
reserve aggregates associated with growth 
of Ml and M2 from November 1981 to 
March 1982 at annual rates of around 4 to 5 
percent and around 9 to 10 percent respec-
tively. In setting the objective for Ml , the 
Committee took account of the relatively 
rapid growth that had already taken place 
through the first part of December. It also 
recognized that interpretation of actual 
money growth might need to take account 
of the significance of fluctuations in NOW 
accounts, which recently had been growing 
relatively rapidly. The intermeeting range 
for the federal funds rate that provides a 
mechanism for initiating consultation of the 
Committee was set at 10 to 14 percent. 

i l l LEGAL DEVELOPMENTS 

Amendments to Regulations C, M, Z, Q, G, 
T, and U; various bank holding company 
and bank merger orders; and pending cases. 
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A69 GUIDE TO TABULAR PRESENTATION, 
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AND STAFF; ADVISORY COUNCILS 
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125 MONETAR Y POLIC Y REP OR T 
TO CONGRESS 

While economic activity was disappointing 
last year, signs of progress in reducing 
inflationary pressures emerged. 

135 INDUSTRIAL DEVELOPMENT BONDS: 
SOME ASPECTS OF THE CURRENT 
CONTROVERSY 

The growth of financing through industrial 
development bonds has raised questions 
about the appropriate use of implicit federal 
subsidies and the impact on borrowing 
costs of state and local governments and on 
federal revenues. 

143 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

In the exchange markets the dollar first 
declined and then firmed over the period 
from August 1981 through January 1982. 

165 INDUSTRIAL PRODUCTION 

Output increased about 1.6 percent in Feb-
ruary. 

167 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, comments on the implications of 
congressional decisions on spending and 
revenue measures for the overall fiscal posi-
tion of the government and for financial 
markets, before the House Committee on 
Ways and Means, February 23, 1982, and 
before the Senate Finance Committee on 
February 24, 1982. 

171 Chairman Volcker reviews the recent and 
prospective course of monetary policy and 
its relationship to the problem of curtailing 

budget deficits, before the Senate 
Committee on the Budget, March 2, 1982, 
and before the Senate Committee on 
Appropriations, March 4, 1982. 

174 Lyle E. Gramley, Member, Board of Gov-
ernors, gives his views regarding the effects 
of financial innovations on the conduct of 
monetary policy and recommends that the 
Congress impose reserve requirements on 
money market fund shares and other similar 
investments to the extent that they serve as 
the functional equivalent of transaction bal-
ances, regardless of the issuer, before the 
Subcommittee on Domestic Monetary Poli-
cy of the House Committee on Banking, 
Finance and Urban Affairs, March 3, 1982. 

178 Theodore E. Allison, Staff Director for 
Federal Reserve Bank Activities, presents 
the views of the Board on delayed funds 
availability, including what the Board has 
learned from studies of the problems and 
practices of delayed availability and what 
would be the most productive approach to 
the problems, before the Subcommittee on 
Consumer Affairs of the Senate Committee 
on Banking, Housing, and Urban Affairs, 
March 19, 1982. 

185 ANNOUNCEMENTS 

Resignation of Frederick H. Schultz as a 
member of the Board of Governors. 

Amendment of Regulation Z with respect to 
the definition of an "arranger of credit" 
under the Truth in Lending Simplification 
Act. (See Legal Developments.) 

Publication of a supplement to the list of 
over-the-counter stocks that are subject to 
the Federal Reserve's margin regulations. 
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Publication of revised money stock data. 

Proposed policy statement to provide 
guidance on reviews of applications for 
approval of bank acquisitions, mergers, or 
consolidations; proposed regulatory frame-
work that could be used to establish margin 
requirements on futures contracts based on 
stock indexes. 

Admission of six state banks to membership 
in the Federal Reserve System. 

189 LEGAL DEVELOPMENTS 

Amendment to Regulation Z; various rules 
and bank holding company and bank merg-
er orders; and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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207 U.S. INTERNATIONAL TRANSACTIONS 
IN 1981 

For 1981 as a whole, the U.S. current 
account registered a moderate surplus and 
the foreign exchange value of the dollar 
appreciated sharply. 

215 STAFF STUDIES 

"Costs, Scale Economies, Competition, 
and Product Mix in the U.S. Payments 
Mechanism" provides estimates of econo-
mies of scale in Federal Reserve payments-
processing operations. 

217 INDUSTRIAL PRODUCTION 

Output declined about 0.8 percent in 
March. 

219 STATEMENTS TO CONGRESS 

Stephen H. Axilrod, Staff Director for Mon-
etary and Financial Policy, Board of Gover-
nors, discusses the importance of the Trea-
sury's management of the public debt to the 
Federal Reserve and says that Federal Re-
serve purchases of securities are deter-
mined solely by monetary policy objectives 
in light of the division of responsibilities 
between the Treasury and the Federal Re-
serve, before the Subcommittee on Domes-
tic Monetary Policy of the House Commit-
tee on Banking, Finance and Urban Affairs, 
March 23, 1982. 

221 Peter D. Sternlight, Senior Vice President, 
Federal Reserve Bank of New York, 
outlines the activities of the Trading Desk at 
the New York Bank in the government 
securities market and says that the 
Treasury has marketed an enormous 
volume of debt through a highly efficient 
mechanism and has also restored a better 
maturity balance to the debt structure, 

before the Subcommittee on Domestic 
Monetary Policy of the House Committee 
on Banking, Finance and Urban Affairs, 
March 23, 1982. 

225 ANNOUNCEMENTS 

Appointment of Preston Martin as a mem-
ber and Vice Chairman of the Board of 
Governors. 

Changes in fees for wire transfer of funds 
and net settlement services. 

• ' , J' ' 
Amendment to Regulation D regarding the 
two-year period for phasing in reserve re-
quirements of new depository institutions. 
Amendment to Regulation K permitting 
Edge corporations to engage in the United 
States in certain economic and investment 
advisory and investment management serv-
ices. (See Legal Developments.) 

Amendment to Regulation Y adding the 
provision of management consulting advice 
to unaffiliated nonbank depository institu-
tions to the list of activities permissible for 
bank holding companies. (See Legal Devel-
opments.) 

Proposed amendments to Regulation E to 
assist small financial institutions subject to 
the Electronic Fund Transfer Act and oth-
erwise to reduce the burden of compliance; 
proposal to simplify Regulation T (Credit by 
Brokers and Dealers) under the Board's 
Regulatory Improvement Project; proposed 
amendment to Regulation J to require insti-
tutions that are closed on regular business 
days to pay that day for checks drawn on 
the closed institution. 

Meeting of Consumer Advisory Council. 

Publication of the Board's Annual Report 
for 1981. 
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Changes in Board staff. 

Issuance of a new statistical release on 
assets and liabilities of international bank-
ing facilities. 

Admission of four state banks to member-
ship in the Federal Reserve System. 

229 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on February 1-2, 1982, the 
Committee decided to reaffirm the ranges 
for 1982 that had been tentatively estab-
lished in mid-1981. Thus the Committee 
adopted the following ranges for growth of 
the monetary aggregates from the fourth 
quarter of 1981 to the fourth quarter of 
1982: for Ml , 2VI to 5VI percent; for M2, 6 to 
9 percent; and for M3, 6V2 to 9V2 percent. 
The associated range for commercial bank 
credit was 6 to 9 percent. 

In contemplating its objectives for mone-
tary growth over the remainder of the first 
quarter of the new year, the Committee 
decided to seek behavior of reserve 
aggregates associated with no further 
growth of Ml from January to March and 
with growth of M2 at an annual rate of 
around 8 percent, with a view to bringing 
growth of both aggregates over time into 
their longer-run target ranges for the year. 
It was also agreed that some decline in Ml , 
which would be associated with a faster 
return to its longer-run range, would be 
acceptable in the context of reduced 
pressure in the money market. The 
intermeeting range for the federal funds 
rate, which provides a mechanism for 
initiating consultation of the Committee, 
was set at 12 to 16 percent. 

237 LEGAL DEVELOPMENTS 

Amendments to Regulations K and Y; vari-
ous bank holding company and bank merger 
orders; and pending cases. 

263 MEMBERSHIP OF THE 
BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 1913-82 

List of appointive and ex officio members. 

265 DIRECTORS OF THE FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors by Federal Reserve Dis-
trict. 
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A71 Special Tables 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A82 BOARD OF GOVERNORS AND STAFF 

A84 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A85 FEDERAL RESERVE BANKS, BRANCHES, 
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A86 FEDERAL RESERVE BOARD 
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281 RECENT DEVELOPMENTS 
IN THE MORTGAGE AND 
CONSUMER CREDIT MARKETS 

Borrowing by households in the mortgage 
and consumer credit markets has slowed 
considerably during the past two years of 
sluggish economic activity and high interest 
rates. 

291 STAFF STUDIES 

"Divisia Monetary Aggregates: Compila-
tion, Data, "and Historical Behavior" ex-
plains the concepts, definitions, methodical 
procedures, and data sources used in the 
Divisia measures of the monetary aggre-
gates used by the Board staff on an experi-
mental basis in conjunction with the pub-
lished measures. 

292 INDUSTRIAL PRODUCTION 

Output declined about 0.6 percent in April. 

294 STATEMENTS TO CONGRESS 

J. Charles Partee, Member, Board of Gov-
ernors, discusses important issues related 
to the regulation of financial markets in light 
of the extremely rapid development of fi-
nancial futures markets and the probable 
introduction of additional option and fu-
tures contracts, before the Subcommittee 
on Telecommunications, Consumer Protec-
tion, and Finance of the House Committee 
on Energy and Commerce, April 23, 1982. 

298 Paul A. Volcker, Chairman, Board of 
Governors, testifies on House Joint 
Resolution 350 to amend the Constitution to 
encourage a balanced federal budget and 
emphasizes the difficulty of attempting to 

write a constitutional amendment to induce 
fiscal discipline, which has been lacking 
during much of the postwar period, before 
the Subcommittee on Monopolies and 
Commercial Law of the House Committee 
on the Judiciary, May 5, 1982. 

302 ANNOUNCEMENTS 

Phaseout of incentive pricing of automated 
clearinghouse services. 

Availability of commentary on Regulation 
M (Consumer Leasing). 

Modification of reserve requirements on 
long-term nonpersonal time deposits and 
extension through the end of 1982 of the 
deferral of deposit reporting and reserve 
requirements for small nonmember deposi-
tory institutions. 

Availability of supplement to Federal Re-
serve System Compliance Handbook. 

Proposal to make exemption and preemp-
tion determinations on the relationship to 
the Truth in Lending Act of the consumer 
credit protection laws of six states; pro-
posed application of a bank holding compa-
ny to own a securities firm and engage in 
certain securities brokerage and related ac-
tivities; proposed updating of commentary 
on Regulation Z (Truth in Lending). 

Changes in Board Staff. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

305 LEGAL DEVELOPMENTS 

Amendments to Regulations D, H, and Y 
and to various rules; bank holding company 
and bank merger orders; and pending cases. 
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327 THE COMMERCIAL PAPER MARKET 
SINCE THE MID-SEVENTIES 

Because of increased activity by both new 
and existing issuers, the volume of commer-
cial paper outstanding has more than tripled 
since the mid-1970s. 

335 FINANCIAL DEVELOPMENTS OF 
BANK HOLDING COMPANIES IN 1981 

The overall performance of bank holding 
companies was reasonably good last year, 
in spite of the difficult and unsettled eco-
nomic environment. 

341 TREAS UR Y AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS: 
INTERIM REPORT 

The U.S. dollar ended the February-April 
period higher on balance against all major 
currencies except the German mark, which 
benefited from a positive shift in market 
sentiment and strengthened across the 
board. 

345 STAFF STUDIES 

"The Community Reinvestment Act and 
Credit Allocation" reviews the legislative 
intent of the act and the relationship be-
tween congressional intent and credit allo-
cation as implemented by the Federal Re-
serve. 

347 INDUSTRIAL PRODUCTION 

Output declined about 0.2 percent in May. 

349 STATEMENTS TO CONGRESS 

Henry C. Wallich, Member, Board of Gov-
ernors, testifies on a bill that would facili-
tate the establishment and operation of ex-
port trading companies and says that the 

Board supports the bill's restriction on 
ownership interests in export trading com-
panies to bank holding companies and Edge 
corporations, before the Subcommittee on 
Financial Institutions Supervision, Regula-
tion and Insurance of the House Committee 
on Banking, Finance and Urban Affairs, 
May 19, 1982. 

353 Preston Martin, Vice Chairman, Board of 
Governors, presents the Board's views on 
the Capital Assistance Act of 1982 and on 
the Deposit Insurance Flexibility Act, two 
bills that address the current problems of 
the thrift industry, and says that the Board 
supports the objectives of these bills, before 
the Senate Committee on Banking, Hous-
ing, and Urban Affairs, May 26, 1982. 

356 J. Charles Partee, Member, Board of Gov-
ernors, discusses the current financial con-
dition of the nation's businesses and says 
that the Federal Reserve believes that fi-
nancial conditions will improve gradually as 
the economy begins to grow on a less 
inflationary path, before the Subcommittee 
on Domestic Monetary Policy of the House 
Committee on Banking, Finance and Urban 
Affairs, May 26, 1982. 

361 ANNOUNCEMENTS 

Adoption of criteria for determining wheth-
er debt securities issued by state member 
banks and bank holding companies with a 
mandatory requirement for future conver-
sion to equity can qualify as primary capital 
in assessing capital adequacy. 

Request for nominations to the Consumer 
Advisory Council. 

Amendments to the Board's margin regula-
tions that change the criteria for inclusion 
on the Board's list of stocks traded over the 
counter. (See Legal Developments.) 
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Amendment to Regulation T to broaden the 
types of collateral against which brokers 
and dealers may borrow and lend securities. 
(See Legal Developments.) 

Proposed interpretations concerning credit 
scoring. 

Changes in Board staff. 

Admission of two state banks to member-
ship in the Federal Reserve System. 

364 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 29-30, 1982, the 
Committee decided to seek behavior of 
reserve aggregates associated with growth 
of Ml and M2 from March to June at annual 
rates of about 3 percent and 8 percent 
respectively. It was understood that most, 
if not all, of the expansion in Ml over the 
period might well occur in April, and within 
limits, an April bulge in Ml alone should 
not be strongly resisted. In any event, it 
was agreed that deviations from those tar-
gets should be evaluated in light of the 
probability that over the period, M2 would 
be less affected than Ml by deposit shifts 
related to the mid-April tax date and by 
changes in the relative importance of NOW 
accounts as a savings vehicle. Some short-
fall in growth of Ml , consistent with pro-
gress toward the upper part of the range for 
the year as a whole, would be acceptable in 
the context of appreciably reduced pres-
sures in the money market and relative 

strength of other aggregates. The intermeet-
ing range for the federal funds rate, which 
provides a mechanism for initiating further 
consultation of the Committee, was set at 
12 to 16 percent. 

371 LEGAL DEVELOPMENTS 

Amendments to Regulations D, H, G, T, 
and U; bank holding company and bank 
merger orders; and pending cases. 
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A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
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A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A79 INDEX TO STATISTICAL TABLES 
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393 FINANCIAL INNOVATION AND 
MONETAR Y POLIC Y 

Innovations in financial markets have had 
profound implications for monetary policy. 

401 STAFF STUDIES 

"Interest Rates and Terms on Construction 
Loans at Commercial Banks" examines 
construction loan markets as links between 
general credit conditions and construction 
activity and discusses information on inter-
est rates and other characteristics of con-
struction loans. 

403 INDUSTRIAL PRODUCTION 

Output declined about 0.7 percent in June. 

405 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, discusses the conduct of monetary 
policy, in particular the framework for tar-
geting the monetary aggregates in light of 
recent experience, and says that commit-
ments to gain control of the federal budget 
and to maintain appropriate monetary re-
straint are critical to pursuing an appropri-
ate fiscal and monetary policy, before the 
Joint Economic Committee of the U.S. 
Congress, June 15, 1982. 

409 Preston Martin, Vice Chairman, Board of 
Governors, discusses H.R. 6222, which 
would amend the Federal Reserve Act by 
exempting from reserve requirements the 
first $2 million of reservable liabilities at all 
depository institutions, before the Subcom-
mittee on Domestic Monetary Policy of the 
House Committee on Banking, Finance, 
and Urban Affairs, June 16, 1982. 

413 ANNOUNCEMENTS 

Receiver's certificates acceptable as collat-
eral for advances at the discount window. 

Issuance of policy statement with respect to 
investments by bank holding companies in 
nonvoting shares of other bank holding 
companies or banks. 

Meeting of Consumer Advisory Council. 

Changes in Board staff. 

Availability of magnetic tape for the call 
and income subscription service. 

Admission of six state banks to membership 
in the Federal Reserve System. 

417 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 18, 1982, the Com-
mittee agreed to reaffirm the objectives for 
monetary growth established at the previ-
ous meeting and to seek behavior of reserve 
aggregates associated with growth of Ml 
and M2 from March to June at annual rates 
of about 3 percent and 8 percent respective-
ly. The Committee noted that deviations 
from these objectives should be evaluated 
in light of changes in the relative impor-
tance of NOW accounts as a savings vehi-
cle. The intermeeting range for the federal 
funds rate, which provides a mechanism for 
initiating further consultation of the Com-
mittee, was set at 10 to 15 percent. 

423 LEGAL DEVELOPMENTS 

Amendment to rules regarding delegation of 
authority; bank holding company and bank 
merger orders; and pending cases. 
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443 MONETAR Y POLICY REPORT TO 
CONGRESS 

The contraction in economic activity that 
had begun in mid-1981 continued into the 
first half of 1982 although at a diminished 
pace, and the recession seemed to be draw-
ing to a close. 

453 PROFITABILITY OF INSURED 
COMMERCIAL BANKS 

Profitability of insured commercial banks 
weakened slightly during 1981 from recent 
high rates. 

467 FEDERAL RESERVE SYSTEM PRICING. 
AN OVERVIEW 

The basic purpose to be served by a contin-
ued Federal Reserve presence in the pay-
ments service area is to contribute to the 
efficiency and integrity of the payments 
mechanism. 

477 STAFF STUDIES 

"Structure-Performance Studies in Bank-
ing: An Updated Summary and Evalua-
tion" indicates that the structure-perform-
ance analytical framework is being adapted 
to a wider range of uses, and banking is a 
convenient laboratory to investigate hy-
potheses that arise in the field of industrial 
organization. 

479 INDUSTRIAL PRODUCTION 

Output declined about 0.1 percent in July. 

481 STATEMENTS TO CONGRESS 

John E. Ryan, Director, Division of Bank-
ing Supervision and Regulation, Board of 
Governors, evaluates the enforcement and 
use of the Bank Secrecy Act and its report-

ing requirements and says that the Federal 
Reserve believes the Bank Secrecy Act 
remains an effective investigative tool in 
enforcing the nation's laws against drug 
trafficking, tax evasion, and other efforts to 
launder or conceal illegal financial transac-
tions, before the Subcommittee on General 
Oversight and Renegotiation of the Com-
mittee on Banking, Finance and Urban Af-
fairs, U.S. House of Representatives, July 
13, 1982. 

483 Preston Martin, Vice Chairman, Board of 
Governors of the Federal Reserve System, 
testifies that the Federal Reserve does not 
believe that credit controls are an effective, 
efficient, or fair method to deal with high 
interest rates or inflation when the more 
general instruments of monetary and fiscal 
policy can be used, before the Consumer 
Affairs and Coinage Subcommittee of the 
Committee on Banking, Finance and Urban 
Affairs, U.S. House of Representatives, 
July 15, 1982. 

487 Paul A. Volcker, Chairman, Board of Gov-
ernors of the Federal Reserve System, dis-
cusses monetary policy; enlarges on some 
aspects of the Humphrey-Hawkins report; 
and says that as recovery starts, the cash 
flow of business should improve and inter-
est rates should start to come down, before 
the Committee on Banking, Housing, and 
Urban Affairs, U.S. Senate, July 20, 1982; 
and before the Committee on Banking, Fi-
nance and Urban Affairs, U.S. House of 
Representatives, July 21, 1982. 

494 Chairman Volcker reviews the monetary 
and budgetary situation and says that the 
basic objective of the Federal Reserve mon-
etary policy is the fostering of an environ-
ment conducive to sustained recovery in 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

August 1982



business activity while maintaining the fi-
nancial discipline needed to restore reason-
able price stability: in light of that goal, the 
Federal Open Market Committee has con-
cluded that the quantitative objectives for 
the various monetary aggregates should not 
be changed at this time, before the Commit-
tee on the Budget, U.S. Senate, July 28, 
1982. 

497 ANNOUNCEMENTS 

Changes in the discount rate. 

Planned revisions in priced services offered 
to depository institutions. 

Publication of a revised list of over-the-
counter stocks that are subject to the 
Board's margin regulations. 

Proposed changes in ways to deal with 
reduced rate financing in Truth in Lending 
disclosures; proposed modification of the 
System's check processing and collection 
procedures. 

Change in Board staff. 

Admission of six state banks to membership 
in the Federal Reserve System. 

499 LEGAL DEVELOPMENTS 

Various bank holding company orders, and 
pending cases. 
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A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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527 APPLYING THE THEORY OF PROBABLE 
FUTURE COMPETITION 

Recent legal developments will have a sub-
stantial effect on the manner in which the 
Board applies the theory of probable future 
competition in analyzing the competitive 
effects of proposed mergers and acquisi-
tions. 

535 INDUSTRIAL PRODUCTION 

Output declined about 0.5 percent in Au-
gust. 

537 ANNOUNCEMENTS 

Changes in the discount rate. 

Amendment to Regulation Y to clarify and 
expand the data processing activities per-
missable for bank holding companies. 

Interpretation of Regulation Q concerning 
arrangements a member bank may enter 
into in helping to provide a secondary mar-
ket for negotiable time deposits issued by 
the bank; amendments to Regulation Q to 
conform it with recent actions of the Depos-
itory Institutions Deregulation Committee. 

Participation in a multilateral financial tran-
sition program with Mexico. 

Exemption of Maine and Connecticut from 
certain parts of the Truth in Lending Act. 

Changes in Board staff. 

Admission of one state bank to membership 
in the Federal Reserve System. 

541 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on June 30-July 1, 1982, the 
Committee reviewed its ranges for growth 
of the monetary and credit aggregates for 

the period from the fourth quarter of 1981 to 
the fourth quarter of 1982 and gave prelimi-
nary consideration to objectives for mone-
tary growth that might be appropriate for 
1983. The Committee concluded its discus-
sion and reached a decision on longer-run 
ranges during a telephone conference on 
July 15, 1982. The Committee reaffirmed 
the following ranges for growth of the mon-
etary aggregates over the year from the 
fourth quarter of 1981 to the fourth quarter 
of 1982 that it had adopted in early Febru-2 

ary: for Ml , 2Vi to 5Vi percent; for M2, 6 to 
9 percent; and for M3, 6'/2 to 91/2 percent. 
The associated range for bank credit was 6 
to 9 percent. At the same time, the Commit-
tee agreed that growth in the monetary and 
credit aggregates around the top of the 
indicated ranges would be acceptable in the 
light of the relatively low base period for the 
Ml target and other factors, and that it 
would tolerate for some period of time 
growth somewhat above the target range 
should unusual precautionary demands for 
money and liquidity be evident in the light 
of current economic uncertainties. The 
Committee indicated that for 1983 it was 
tentatively planning to continue the current 
ranges for 1982, but would review that 
decision carefully in the light of develop-
ments over the remainder of 1982. 

At the meeting on June 30-July 1, the 
Committee agreed to seek behavior of re-
serve aggregates associated with growth of 
Ml and M2 from June to September at 
annual rates of about 5 percent and about 9 
percent respectively. It decided that some-
what more rapid growth would be accept-
able depending on evidence that economic 
and financial uncertainties were leading to 
exceptional liquidity demands. It was also 
noted that seasonal uncertainties, together 
with increased social security payments and 
the initial impact of the tax cut on cash 
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balances, might lead to a temporary bulge in 
the monetary aggregates, particularly Ml. 
The intermeeting range for the federal funds 
rate, which provides a mechanism for initi-
ating further consultation of the Committee, 
was continued at 10 to 15 percent. 

551 LEGAL DEVELOPMENTS 

Amendments to Regulations A, D, Q, and 
Y; various bank holding company orders; 
and pending cases. 
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A 6 9 GUIDE TO TABULAR PRESENTATION, 
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AND STAFF; ADVISORY COUNCILS 
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A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 
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565 INTERNATIONAL BANKING FACILITIES 

International banking facilities established 
by banking offices in the United States have 
shown substantial growth in the nine 
months of their existence. 

579 TREAS UR Y AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

From February through July the dollar was 
generally strong against major foreign cur-
rencies. 

609 STAFF STUDIES 

"Foreign Subsidiaries of U.S. Banking Or-
ganizations" shows that these subsidiaries 
are an integral part of the international 
financial network of large U.S. banks, that 
their assets have increased tenfold during 
the last decade, and that they are likely to 
continue to be useful vehicles for U.S. 
banks seeking to expand their international 
banking capabilities. 

"Redlining Research and Federal Legisla-
tive Response" finds little evidence to indi-
cate that any neighborhood has been simul-
taneously redlined by all lenders, although 
some discrimination by individual institu-
tions may exist. 

612 IND US TRIAL PROD UCTION 

Output declined about 0.6 percent in Sep-
tember. 

614 STATEMENTS TO CONGRESS 

Lyle E. Gramley, Member, Board of Gov-
ernors, discusses the housing and forest 
products industries in terms of their present 
state and outlook for the future and says 
that the most important thing government 

can do to benefit housing and related indus-
tries is to pursue policies that will get rid of 
inflation once and for all, before the Sub-
committee on Forests, Family Farms, and 
Energy of the House Committee on Agri-
culture, September 16, 1982. 

617 Henry C. Wallich, Member, Board of Gov-
ernors, discusses the views of the Board on 
foreign investment in U.S. banks and says 
that on the whole the performance of for-
eign-owned banks has been satisfactory and 
supervisory problems have not been seri-
ous, before the Subcommittee on Com-
merce, Consumer, and Monetary Affairs of 
the House Committee on Government Op-
erations, September 30, 1982. 

625 ANNOUNCEMENTS 

Amendments to Regulation D to change 
from lagged to contemporaneous reserve 
requirements the way depository institu-
tions maintain reserves. 

Amendments to Regulation E to reduce 
regulatory burdens without giving up signif-
icant consumer protection in electronic 
fund transfers. 

Issuance of revised capital adequacy crite-
ria. 

Revision of official staff commentary on 
Regulation Z. 

Amendment to Regulation L that imple-
ments changes in the Depository Institu-
tions Management Interlocks Act. 

Change in reporting date for data on past-
due and other nonperforming loans. 

Meeting of Consumer Advisory Council. 

Publication of supplement to the Board's 
list of over-the-counter stocks that are sub-
ject to its margin requirements. 
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Availability of Annual Statistical Digest, 
1981. 

Exemption of Massachusetts, Oklahoma, 
and Wyoming from certain parts of the 
Truth in Lending Act. 

Proposed amendment to Regulation T re-
garding the use of private mortgage-backed 
securities that may be used as collateral for 
margin credit at securities brokers; pro-
posed changes in Regulation L to simplify 
and clarify Management Official Interlocks' 
proposed rule that time deposits linked to a 
line of credit on which checks or similar 
third-party transfers can be drawn are sub-
ject to the reserve requirements of transac-
tion accounts under Regulation D. 

Hearing on a petition to prohibit the opera-
tion of sweep accounts by member banks. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 24, 1982, the 
Committee agreed to reaffirm the objectives 
for monetary growth established at the June 
30-July 1 meeting calling for expansion at 
annual rates of about 5 percent for Ml and 
about 9 percent for M2 over the June to 
September period. The Committee decided 
that somewhat more rapid growth in the 
monetary aggregates would be acceptable 
depending upon evidence that economic 
and financial uncertainties were fostering 
unusual liquidity demands for monetary as-

sets and were contributing to substantial 
volatility in interest rates. The intermeeting 
range for the federal funds rate, which 
provides a mechanism for initiating further 
consultation of the Committee, was set at 7 
to 11 percent. 

637 LEGAL DEVELOPMENTS 

Amendments to Regulations A and Q; vari-
ous bank holding company orders; and 
pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 
A70 Special Tables 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A80 BOARD OF GOVERNORS AND STAFF 

A82 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A83 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A84 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A86 INDEX TO STATISTICAL TABLES 

A88 MAP OF FEDERAL RESERVE SYSTEM 
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681 INDUSTRIAL PRODUCTION IN 
RECESSION 

Output of consumer durable goods, con-
struction supplies, business equipment, and 
industrial materials has declined markedly 
in the recession. 

691 REMARKS ON MONETAR Y POLIC Y 

Paul A. Volcker, Chairman of the Board of 
Governors, explains that monetary policy is 
continuing on the same basic course despite 
adjustments to technical measurement diffi-
culties. 

693 THE BANKING AFFILIATES ACT OF 
1982: AMENDMENTS TO SECTION 23A 

The Banking Affiliates Act of 1982 makes 
major changes in section 23 A of the Fed-
eral Reserve Act, the section that is de-
signed to prevent misuse of a bank's re-
sources resulting from financial transac-
tions between the bank and the companies 
with which it is affiliated. 

701 INDUSTRIAL PRODUCTION 

Output declined about 0.8 percent in Octo-
ber. 

ing systems in the treatment of income from 
certain sources and the selection and disclo-
sure of reasons for adverse action on credit 
applications. 

Interpretation of Regulation Q regarding 
interest rates on loans secured by a time 
deposit. 

Study of margin requirements by the Board 
staff. 

Revision of debits and deposit turnover 
series. 

Granting of exemptions from Home Mort-
gage Disclosure Act requirements to certain 
states. 

Imposition of civil money penalty on the 
National Bank of Washington. 

Changes in Board staff. 

Publication of proceedings of a colloquium, 
"Deregulation of Product Lines." 

Amendment to Regulation K to streamline 
procedures for establishing a U.S. branch 
of an Edge corporation. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

703 ANNOUNCEMENTS 

Change in the discount rate. 

Proposed changes in procedures that would 
eliminate or subject to pricing Federal Re-
serve float. 

Amendments to Regulation O concerning 
loans by a member bank to its executive 
officers. 

Interpretations of Regulation B on the use 
by creditors of judgmental and credit-scor-

707 LEGAL DEVELOPMENTS 

Amendments to Regulations A, D, E, and 
L; various rules and bank holding company 
and bank merger orders; and pending cases. 
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725 THRIFT INSTITUTIONS IN RECENT 
YEARS 

Savings and loan associations and mutual 
savings banks have experienced severe 
earnings problems over the past three 
years, but the lower level of interest rates, 
coupled with various regulatory and statu-
tory changes, should improve the outlook 
for these institutions. 

739 TREASUR Y-FOREIGN EXCHANGE 
OPERATIONS: INTERIM REPORT 

At the end of the period from August to 
October 1982, the dollar had risen to record 
highs, or to levels not seen in many years, 
against several major currencies. 

745 INDUSTRIAL PRODUCTION 

Output declined about 0.4 percent in No-
vember. 

747 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, discusses the current stance of mon-
etary policy and some problems for the 
future and says that the broad framework of 
monetary targeting has been retained, but 
greater emphasis is being placed for the 
time being on the broader aggregates; also, 
a policy of trying to achieve a particular 
interest rate target would have several de-
fects and would be interpreted as inflation-
ary, before the Joint Economic Committee 
of the U.S. Congress, November 24, 1982. 

753 J. Charles Partee, Member, Board of Gov-
ernors, discusses the Federal Reserve's in-
volvement with the Penn Square Bank in 
the context of the Federal Reserve's role as 
lender of last resort and regulator of the 
Penn Square Bank's parent bank holding 

company, before the Senate Committee on 
Banking, Housing, and Urban Affairs, De-
cember 10, 1982. 

755 ANNOUNCEMENTS 

Change in the discount rate. 

Revision of fee schedule for automated 
clearinghouse services. 

New members of the Consumer Advisory 
Council. 

Amendments to Regulation D to make cer-
tain time deposits subject to the reserve 
requirements that apply to transaction ac-
counts and to coordinate the end of the 
phase-in of reserve requirements for mem-
ber banks with the start of contemporane-
ous reserve accounting. 

Changes in rules to implement legislation 
affecting reserve requirements and avail-
ability of negotiable order of withdrawal 
accounts. 

Proposed application of some banking orga-
nizations to establish an office in New York 
City to provide certain services in connec-
tion with foreign exchange operations. 

Publication of pamphlet, "Processing Bank 
Holding Company and Merger Applica-
tions." 

Amendment to Regulation T to specify the 
characteristics of private mortgage pass-
through securities that may be used as 
collateral for margin credit. 

Admission of four state banks to member-
ship in the Federal Reserve System. 

761 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 5, 1982, the 
Committee agreed that, in all the circum-

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

December 1982



stances, it would seek to maintain expan-
sion in bank reserves needed for an orderly 
and sustained flow of money and credit, 
consistent with growth of M2 (and M3) from 
September to December at an annual rate in 
a range of around 8V2 to 9Vz percent, and 
taking account of the desirability of some-
what reduced pressures in private credit 
markets in the light of current economic 
conditions. Growth of M2 from the fourth 
quarter of 1981 to the fourth quarter of 1982 
might be somewhat above the range for the 
year that the Committee had reaffirmed in 
July; the Committee had also agreed then 
that for a time it would tolerate growth 
somewhat above the target range, in the 
event of unusual precautionary demands for 
money and liquidity, and that such growth 
would be consistent with longer-term objec-
tives. Recent and prospective market and 
economic conditions appeared consistent 
with that approach. Somewhat slower 
growth over the period from September to 
December, bringing those aggregates 
around the upper part of the ranges for the 
year ending in the fourth quarter of 1982, 
would be acceptable and desirable in a 
context of declining interest rates. Should 
economic and financial uncertainties lead to 
still stronger liquidity demands, somewhat 
more rapid growth in the broader aggre-
gates would be tolerated. The intermeeting 
range for the federal funds rate, which 
provides a mechanism for initiating further 

consultation of the Committee, was set at 7 
to 10V2 percent. 

767 LEGAL DEVELOPMENTS 

Amendments to Regulations D, K, and O; 
various rules and bank holding company 
and bank merger orders; and pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 
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L BUSINESS FIXED INVESTMENT.- RECENT 
DEVELOPMENTS AND OUTLOOK 

Even though the amount of business fixed 
investment in the United States has de-
clined recently, especially investments in 
heavy industrial equipment and factories, 
the share of resources devoted to it has 
been reasonably well maintained. 

1 1 INDUSTRIAL PRODUCTION 

Output declined about 0.1 percent in De-
cember. 

13 ANNOUNCEMENTS 

Change in the discount rate. 

Approval of program to speed up the collec-
tion of checks by the Federal Reserve Sys-
tem. 

Amendment to Regulation D defining as 
transaction accounts time deposits issued in 
connection with an agreement permitting 
the depositor to obtain credit by check or 
similar devices for the purpose of making 
payments or transfers to third parties. 

Amendment to Regulation L clarifying the 
circumstances under which certain inter-
locks may be continued until 1988. 

Technical amendments to Regulations D 
and Q to conform them to rules adopted by 
the Depository Institutions Deregulation 
Committee. 

Publication of Supplement No. 8 to the 
System's Compliance Handbook. 

Proposed fee schedule for the Federal Re-
serve's book entry securities services. 

Changes in Board staff. 

Omission of two bank holding companies 
from the Index to Volume 68 of the FEDER-
AL RESERVE BULLETIN. 

Admission of five state banks to member-
ship in the Federal Reserve System. 

17 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 16, 1982, the 
Committee agreed that, against the back-
ground of prevailing economic and financial 
conditions and current liquidity demands, it 
would seek to maintain expansion in bank 
reserves needed for an orderly and sus-
tained flow of money and credit, consistent 
with the growth of M2 (and M3) from Sep-
tember to December at an annual rate of 
around 9Vi percent. The Committee also 
decided that somewhat slower growth in 
M2 and M3, to the extent of reducing their 
expansion for the year to nearer the upper 
part of the ranges for 1982, would be ac-
ceptable and desirable if such growth were 
associated with declining interest rates. On 
the other hand, somewhat more rapid 
growth would be tolerated if continuing 
economic and financial uncertainties should 
appear to be reflected in exceptional liquid-
ity demands. The intermeeting range for the 
federal funds rate, which provides a mecha-
nism for initiating further consultation of 
the Committee, was set at 6 to 10 percent. 

23 LEGAL DEVELOPMENTS 

Amendments to Regulations A, D, Q, and 
T; various bank holding company and bank 
merger orders; and pending cases. 
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61 THE HOUSING MARKET: 
RECENT DEVELOPMENTS 
AND UNDERLYING TRENDS 

The recovery in residential construction 
activity now under way is being supported 
by postponed demands for shelter, but 
housing requirements associated with popu-
lation growth are apt to moderate, and the 
continued high cost of housing is likely to 
favor the construction of smaller housing 
units requiring fewer resources. 

71 STAFF STUDY 

"Bank Capital Trends and Financing" re-
views trends since 1970 in bank capital 
ratios and presents simulations of bank cap-
ital from mid-1982 to year-end 1986 both for 
all banks and for the nation's 17 largest 
banking organizations. 

73 INDUSTRIAL PRODUCTION 

Output increased about 0.9 percent in Janu-
ary. 

75 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors discusses some general consider-
ations of domestic and international eco-
nomic policies within the context of recent 
and prospective developments and says 
that the stage appears set for sustainable 
recovery in business activity, before the 
Joint Economic Committee of the U.S. 
Congress, January 27, 1983. 

80 Chairman Volcker testifies on the threat 
posed by the heavy indebtedness of some 
developing countries and the related expo-
sure of the commercial banking system of 
the industrialized world and some of the 
measures necessary to deal with this prob-

lem and says that the International Mone-
tary Fund is at the center of the process of 
understanding and cooperation that has 
marked the response to this problem, be-
fore the House Committee on Banking, 
Finance and Urban Affairs, February 2, 
1983. 

91 ANNOUNCEMENTS 

Amendment to Regulation D to implement 
congressional action exempting money 
market deposit accounts from the phase-in 
reserve requirements of the Monetary Con-
trol Act of 1980. (See Legal Developments.) 

Gross income of the Federal Reserve Banks 
amounted to more than $16 billion during 
1982. 

Proposed regulations to implement the 
Bank Export Services Act; proposed 
amendments to Regulation Z concerning 
arrangers of credit, student loans, and de-
termination of annual percentage rates. 

Changes in Board staff. 

Publication of supplement to the Board's 
list of over-the-counter stocks that are sub-
ject to its margin requirements. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

93 LEGAL DEVELOPMENTS 

Amendments to Regulation D; various bank 
holding company and bank merger orders; 
and pending cases. 
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127 MONETAR Y POLICY REPORT TO 
CONGRESS 

The recession continued through 1982, but 
inflationary pressures were greatly reduced 
and an economic environment conducive to 
sustainable recovery and expansion seemed 
to be emerging. 

141 TREASUR Y AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

From August through January the dollar 
was lower on balance against the yen and 
Swiss franc, but higher against most other 
major foreign currencies. 

165 INDUSTRIAL PRODUCTION 

Output rose about 0.3 percent in February. 

167 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, presents the Federal Reserve's ob-
jectives for monetary policy and their rela-
tionship to the prospects for the economy 
and expands on some of the points raised in 
the "Monetary Policy Report to Congress" 
(pages 127-40 of this BULLETIN), before the 
Senate Committee on Banking, Housing, 
and Urban Affairs, February 16, 1983. 

175 Chairman Volcker discusses the interna-
tional financial situation and the role of the 
International Monetary Fund and recom-
mends early approval of proposed legisla-
tion to increase IMF quotas and expand the 
General Arrangements to Borrow, before 
the Subcommittee on International Finance 
and Monetary Policy of the Senate Commit-
tee on Banking, Housing, and Urban Af-
fairs, February 17, 1983. 

177 Preston Martin, Vice Chairman, Board of 
Governors, testifies on the potential effect 

of supervisory policies on the level of home 
and farm loan foreclosures and the need for 
additional measures to assist financially 
troubled homeowners, before the Subcom-
mittee on Supervision, Regulation and In-
surance of the House Committee on Bank-
ing, Finance and Urban Affairs, February 
23, 1983. 

181 Chairman Volcker discusses monetary poli-
cy in the context of current economic con-
ditions, the outlook for inflation and inter-
est rates, and the federal budget and says 
that we are laying the foundation for lasting 
noninflationary growth, before the Senate 
Committee on the Budget, February 24, 
1983. 

187 Chairman Volcker presents the views of the 
Board on the current economic and budget-
ary situation and the Federal Reserve's 
goals for monetary policy in light of the 
broad issues confronting monetary policy-
makers and the relationship of these issues 
to other aspects of domestic and interna-
tional economic policy, including the pro-
posed increase in the resources of the IMF, 
before the House Committee on the Bud-
get, March 8, 1983. 

193 J. Charles Partee, Member, Board of Gov-
ernors, testifies on the investment authority 
under the Monetary Control Act to invest 
foreign-currency holdings in interest-bear-
ing obligations of foreign governments and 
notes that this authority has enhanced the 
Federal Reserve's ability to earn a competi-
tive return on its assets arising out of for-
eign currency operations, before the Sub-
committee on Domestic Monetary Policy of 
the House Committee on Banking, Finance 
and Urban Affairs, March 10, 1983. 

197 Nancy H. Teeters, Member, Board of Gov-
ernors, discusses the expiration of the fed-
eral preemption of state usury laws govern-
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ing business and agricultural loans and the 
effect of high interest rates on farmers and 
businesses and says that the Board believes 
that state action rather than federal law 
should prevail in the area of usury ceilings 
and that continued success in lowering in-
terest rates depends on continued progress 
against inflation and cutting back on federal 
budget deficits, before the Subcommittee 
on Consumer Affairs and Coinage of the 
House Committee on Banking, Finance and 
Urban Affairs, March 10, 1983. 

199 ANNOUNCEMENTS 

Changes in Federal Reserve operating pro-
cedures to reduce and to price interterritory 
check float and check holdover float. 

Revision of the money stock. 

Proposed amendment to Regulation Y to 
add to the list of nonbanking activities per-
missable for bank holding companies; pro-
posed revision of Regulations U and G. 

Changes in Board staff. 

Admission of two state banks to member-
ship in the Federal Reserve System. 

203 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 20-21, 1982, 
the Committee decided to seek to maintain 
expansion in bank reserves consistent with 
growth of M2 at an annual rate of around 
9Vi percent and growth of M3 at an annual 
rate of about 8 percent for the period from 
December to March. The objective for M2 
would allow for a modest amount of growth 
resulting from shifts into the newly autho-
rized money market deposit accounts from 
large-denomination certificates of deposit 
or market instruments. For both M2 and 
M3, the Committee indicated that greater 
growth would be acceptable if analysis of 
incoming data and other evidence from 

banking and market reports indicated that 
the new money market deposit accounts 
were generating more substantial shifts of 
funds into these broader aggregates from 
market instruments. The intermeeting range 
for the federal funds rate, which provides a 
mechanism for initiating further consulta-
tion of the Committee, was set at 6 to 10 
percent. 

209 LEGAL DEVELOPMENTS 

Amendments to Regulation L; various bank 
holding company and bank merger orders; 
and pending cases. 

235 DIRECTORS OF THE FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors by Federal Reserve Dis-
trict. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF: ADVISORY COUNCILS 
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251 U.S. INTERNATIONAL TRANSACTIONS 
IN 1982 

U.S. international transactions in 1982 re-
flected the impact of the longest worldwide 
recession in more than a generation. 

261 INDUSTRIAL PRODUCTION 

Output rose about 1.1 percent in March. 

263 STATEMENTS TO CONGRESS 

Preston Martin, Vice Chairman, Board of 
Governors, discusses interest rates on con-
sumer loans and says that the Federal Re-
serve remains committed to policies that 
will permit the economy to expand without 
regenerating inflationary pressures and that 
this course should lead to lower interest 
rates over time, before the Subcommittee 
on Consumer Affairs of the Senate Commit-
tee on Banking, Housing, and Urban Af-
fairs, March 17, 1983. 

266 Henry C. Wallich, Member, Board of Gov-
ernors, presents the views of the Board on 
the expansion of resources for the Interna-
tional Monetary Fund and reviews the role 
of the IMF in helping to resolve serious 
international financial problems, such as 
those that have recently arisen for many 
countries, and some of the regulatory pro-
posals relating to U .S . banks' participation 
in international lending activities in the fu-
ture, before the Subcommittee on Interna-
tional Trade, Investment and Monetary Pol-
icy of the House Committee on Banking, 
Finance and Urban Affairs, April 7, 1983. 

273 Chairman Volcker touches briefly on the 
international financial situation, the IMF 
legislation, and the Board's proposals with 
regard to international lending, before the 
Senate Committee on Banking, Housing, 
and Urban Affairs, April 11, 1983. 

281 ANNOUNCEMENTS 

Appointment of seven new members to the 
Thrift Institutions Advisory Council and des-
ignation of a new president of the Council. 

Amendment to Regulation D to modify re-
serve requirements on nonpersonal time 
deposits (see Legal Developments) and pro-
posal to amend the regulation to reduce the 
deposit reporting burden of small institu-
tions. 

Amendments to Regulation Z affecting ar-
rangers of credit, student loans, and the use 
of calculation devices in determining annual 
percentage rates. 

Revisions to the national fee schedule for 
the Federal Reserve's book-entry securities 
service and the continuation of current 
charges to depository institutions for wire 
transfer of funds and net settlement ser-
vices. 

Publication of the Board's Annual Report 
for 1982. 

Change in Board staff. 

Admission of two state banks to member-
ship in the Federal Reserve System. 

284 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on February 8 -9 , 1983, the 
Committee established the following ranges 
for growth of the monetary aggregates: for 
the period from February-March of 1983 to 
the fourth quarter of 1983, 7 to 10 percent at 
an annual rate for M2, taking into account 
the probability of some residual shifting into 
that aggregate from non-M2 sources; and 
for the period from the fourth quarter of 
1982 to the fourth quarter of 1983, 6V2 to 9Vi 
percent for M3, which appeared to be less 
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distorted by shifts associated with new de-
posit accounts. For the same period, a 
tentative range of 4 to 8 percent was estab-
lished for M l , assuming that Super N O W 
accounts would draw only modest amounts 
of funds from sources outside M l and that 
the authority to pay interest on transaction 
accounts was not extended beyond current-
ly eligible accounts. An associated range of 
growth for total domestic nonfinancial debt 
was estimated at 8V2 to IIV2 percent. 

The Committee agreed that the near-term 
outlook for growth in the monetary aggre-
gates remained subject to unusual uncer-
tainties and that an appropriate assessment 
of such growth would need to take account 
of the distortions that might continue to be 
created by the introduction of new deposit 
accounts. Consequently, the Committee de-
cided that for the more immediate future, 
open market operations should be directed 
toward maintaining the existing degree of 
restraint on reserve positions. It was agreed 
that lesser restraint would be acceptable in 
the context of appreciable slowing of 
growth in the monetary aggregates to or 
below the paths implied by the long-term 
ranges. The intermeeting range for the fed-
eral funds rate, which provides a mecha-
nism for initiating consultation of the Com-
mittee, was set at 6 to 10 percent. 

292 LEGAL DEVELOPMENTS 

Amendment to Regulation D; various bank 
holding company and bank merger orders; 
and pending cases. 
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319 NEW DEPOSIT INSTR UMENTS 

The introduction of the money market de-
posit account and the Super NOW account 
has hastened the deregulation of interest 
rates that commercial banks and thrift insti-
tutions may pay on deposits. 

327 ALTERNATIVE MORTGAGES AND TRUTH 
IN LENDING 

The role of the Federal Reserve Board is to 
regulate the disclosure to consumers of the 
terms of alternative mortgages. 

333 STAFF STUDY 

"Financial Transactions within Bank Hold-
ing Companies" explores extensions of 
credit and transfers of assets between hold-
ing company banks and their nonbank affili-
ates. 

335 INDUSTRIAL PRODUCTION 

Output rose about 2.1 percent in May. 

337 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, updates the Federal Reserve 's offi-
cial monetary policy report to the Congress, 
before the House Committee on Banking, 
Finance and Urban Affairs, April 12, 1983. 

340 J. Charles Partee, Member, Board of Gov-
ernors, discusses a federal preemption of 
state usury laws governing interest rates on 
business, agricultural, and consumer loans, 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, April 12,1983. 

341 Governor Partee discusses various issues of 
supervision and regulation of international 
lending and reiterates Federal Reserve sup-
port for prompt congressional action on the 
proposed increase in the financial resources 

of the International Monetary Fund, before 
the Subcommittee on Financial Institutions 
Supervision, Regulation and Insurance of 
the House Committee on Banking, Finance 
and Urban Affairs, April 21, 1983. 

346 Anthony M. Solomon, President, Federal 
Reserve Bank of New York, reviews the 
recent efforts of the Federal Reserve Sys-
tem in its surveillance of the government 
securities market and concludes that the 
surveillance role of the Federal Reserve 
should not be formalized and expanded at 
this time, before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance, and Urban 
Affairs, April 25, 1983. 

356 Chairman Volcker discusses the evolution 
in markets for banking and other financial 
services in light of a reexamination of the 
existing legislative framework, before the 
Senate Committee on Banking, Housing, 
and Urban Affairs, April 26, 1983. 

365 ANNOUNCEMENTS 

Procedures to eliminate or price the remain-
ing categories of Federal Reserve check 
float. 

Interim fee schedule for use in a pilot pro-
gram for making corporate trade payments 
by electronic means. 
Proposal to add depository institutions to 
the Federal Reserve check collection ser-
vices as part of a program to accelerate the 
collection of checks. 

Amendments to Regulation D (Reserve Re-
quirements of Depository Institutions) to 
reduce the deposit-reporting burden for 
small institutions. (See Legal Develop-
ments.) 

Proposed legislation for simplifying the 
Consumer Leasing Act. 
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Change in Board staff. 

Admission of six state banks to membership 
in the Federal Reserve System. 

369 LEGAL DEVELOPMENTS 

Amendments to Regulations D, E, Z; vari-
ous bank holding company and bank merger 
orders; and pending cases. 
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395 DEVELOPMENTS IN CONSUMER 
ELECTRONIC FUND TRANSFERS 

All evidence points to a continuing rapid 
growth in the volume of consumer electron-
ic fund transfers, and compliance costs for 
each EFT transaction are likely to fall. 

404 FOREIGN EXCHANGE OPERATIONS.-
INTERIM REPORT 

During the February-April period under 
review, the dollar generally held steady 
against most currencies. 

409 INDUSTRIAL PRODUCTION 

Output rose about 1.1 percent in May. 

411 ST A TEMENT TO CONGRESS 

Preston Martin, Vice Chairman, Board of 
Governors, discusses the current employ-
ment situation and says that with a respon-
sible fiscal policy to complement the mone-
tary policies now in place the recovery can 
prove to be a durable one, associated with 
rising living standards and increased em-
ployment, before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance and Urban 
Affairs, June 1, 1983. 

416 ANNOUNCEMENTS 

Nominations for upcoming vacancies on the 
Consumer Advisory Council. 

Amendments to Regulation K to authorize 
investments in export trading companies. 

Revision of Regulation T. 

Publication of a revised list of over-the-
counter stocks that are subject to margin 
regulations. 

Proposal to revise the Board's rules regard-
ing loans by state member banks to certain 
insiders; proposal to update and revise Reg-
ulation Y. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

421 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 28-29, 1983, all of 
the members of the Committee found ac-
ceptable a policy calling for maintaining 
generally the current degree of reserve re-
straint, pending the availability of further 
evidence on the behavior of the monetary 
aggregates and on the economic situation. 
The members anticipated that such a policy 
course would be consistent with substantial 
slowing in the growth of M2 and M3 to 
annual rates of about 9 percent and 8 per-
cent respectively over the period from 
March to June. The Committee expected 
that Ml growth at an annual rate of about 6 
to 7 percent over the three-month period 
would be associated with its objectives for 
the broader aggregates. 

The Committee members agreed that 
lesser restraint on reserve positions would 
be acceptable in the context of more pro-
nounced slowing of growth in the monetary 
aggregates, relative to the paths implied by 
the long-term ranges (taking account of the 
distortions relating to the introduction of 
new deposit accounts), or indications of a 
weakening in the pace of the economic 
recovery. It was understood that the inter-
meeting range for the federal funds rate, 
which provides a mechanism for initiating 
consultation of the Committee, would be 
retained at 6 to 10 percent. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

June 1983



429 LEGAL DEVELOPMENTS 

Revis ion of Regulation T; various bank 
holding c o m p a n y and bank merger orders; 
and pending cases . 
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477 THE LABOR MARKET IN RECESSION 
AND RECOVERY 

Taken together, back-to-back recessions 
made the 1980-82 period the longest and 
most severe deterioration in labor market 
conditions in more than four decades. 

489 PROFITABILITY OF INSURED 
COMMERCIAL BANKS IN 1982 

Reported profits of insured commercial 
banks edged down further from the 1979 
peak, and returns on assets and on equity 
reached lows last observed in the recovery 
from the 1973-75 recession. 

508 FINANCIAL DEVELOPMENTS OF BANK 
HOLDING COMPANIES IN 1982 

The overall financial performance of the 
nation's bank holding companies was rea-
sonably good in 1982. 

515 NEW FEDERAL RESERVE MEASURES OF 
CAPACITY AND CAPACITY UTILIZATION 

After reestimating capacity growth from 
1967 to the present, the Federal Reserve 
found that industrial capacity has grown 
more slowly since 1979 than earlier esti-
mates indicated. 

522 INDUSTRIAL PRODUCTION 

Output rose about 1.1 percent in June. 

524 STATEMENTS TO CONGRESS 

E. Gerald Corrigan, President, Federal Re-
serve Bank of Minneapolis, reviews devel-
opments in the pricing of services by the 
Federal Reserve and comments on some 
larger issues regarding the role of the Feder-
al Reserve in the payments mechanism, 
before the Subcommittee on Domestic 
Monetary Policy of the House Committee 

on Banking, Finance and Urban Affairs and 
the Subcommittee on Commerce, Consum-
er, and Monetary Affairs of the House 
Committee on Government Operations, 
June 16, 1983. 

531 Theodore E. Allison, Staff Director for Fed-
eral Reserve Bank Activities, states that the 
Federal Reserve endorses a bill that would 
authorize the Bureau of Engraving and 
Printing to print the back of the one-dollar 
note by the offset process, before the Sen-
ate Committee on Banking, Housing, and 
Urban Affairs, June 22, 1983. 

532 Mr. Corrigan discusses some of his ob-
servations about emerging trends in the 
structure of the nation's banking and fi-
nancial system and the implications for 
public policy, before the Subcommittee on 
Telecommunications, Consumer Protec-
tion, and Finance of the House Committee 
on Energy and Commerce, June 28, 1983. 

535 John E. Ryan, Director, Division of Bank-
ing Supervision and Regulation, discusses 
the role of the banking agencies in the 
government 's efforts to identify and prose-
cute violations of criminal laws by officers, 
directors, or other bank employees, before 
the Commerce, Consumer, and Monetary 
Affairs Subcommittee of the House Com-
mittee on Government Operations, June 28, 
1983. 

538 ANNOUNCEMENTS 

Proposed legislation to authorize new non-
banking powers for bank and thrift holding 
companies. 

Amendments to the minimum capital guide-
lines of the Federal Reserve Board and the 
Comptroller of the Currency. 

Amendment to Regulation D and final rule 
regarding bankers acceptances; proposed 
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definition of participations in bankers ac-
ceptances that would be eligible for the 
bankers acceptance limitations in the Bank 
Export Services Act that were covered in 
the final rule. 

Proposal to revise the fee structures for 
definitive securities safekeeping and non-
cash collection services; proposal to revise 
Regulation B (Equal Credit Opportunity). 

Meeting of the Consumer Advisory Coun-
cil. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

542 LEGAL DEVELOPMENTS 

Amendments to Regulations D and K; vari-
ous bank holding company orders; and 
pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

ALL FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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579 MONETAR Y POLICY REPORT 
TO THE CONGRESS 

By the second quarter, the recovery had 
gained vigor and in most respects was fol-
lowing a typical cyclical pattern. 

591 STAFF STUDY SUMMARIES 

"International Banking Facilities and the 
Eurodollar Market" examines the impact of 
IBFs on international banking in their first 
year of operation. 

592 "Seasonal Adjustment of the Weekly Mon-
etary Aggregates: A Model-Based Ap-
proach" describes a procedure for season-
ally adjusting the monetary aggregates, 
which first requires specifying a general 
mathematical form for the model that can 
describe a data series, and then estimating 
specific parameter values of the model 
based on the series to be adjusted. 

593 INDUSTRIAL PRODUCTION 

Output rose about 1.8 percent in July. 

595 STATEMENTS TO CONGRESS 

Preston Martin, Vice Chairman, Board of 
Governors, presents the views of the Board 
on the Regulatory Reform Act of 1983 and 
says that the goals and objectives of regula-
tory reform would be achieved more effi-
ciently by careful analysis of individual 
agency functions rather than by imposition 
of an additional layer of administrative re-
quirements as envisioned by the Regulatory 
Reform Act, before the Subcommittee on 
Administrative Law and Governmental Re-
lations of the House Committee on the 
Judiciary, July 14, 1983. 

599 Nancy H. Teeters, Member, Board of Gov-
ernors, discusses a bill incorporating the 

Board's proposal to simplify the Consumer 
Leasing Act, before the Senate Committee 
on Banking, Housing, and Urban Affairs, 
July 19, 1983. 

601 Paul A. Volcker, Chairman, Board of Gov-
ernors, discusses Federal Reserve mone-
tary policy in the context of current and 
prospective economic conditions and poli-
cies at home and abroad, before the House 
Committee on Banking, Finance and Urban 
Affairs, July 20, 1983. 

609 Michael Bradfield, General Counsel, Board 
of Governors, discusses the issues raised by 
the Memorandum of Interrogatories con-
cerning developments in the legal frame-
work of the American financial system and 
financial services industry, before the Sub-
committee on Commerce, Consumer, and 
Monetary Affairs of the House Committee 
on Government Operations, July 21, 1983. 

612 Governor Teeters expresses the views of 
the Board on the efforts to deal more effec-
tively with credit-card fraud through enact-
ment of the Credit Card Protection Act, 
before the Subcommittee on Consumer Af-
fairs and Coinage of the House Committee 
on Banking, Finance and Urban Affairs, 
July 27, 1983. 

613 Chairman Volcker discusses issues bearing 
on the coordination of monetary and fiscal 
policies and reviews how the Federal Re-
serve formulates monetary policy and the 
types of assumptions or goals that are used 
in policy formulation, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, July 28, 1983. 

617 Chairman Volcker outlines appropriate 
guides for the conduct of monetary policy, 
including more specific discussion of pro-
posed changes in the Humphrey-Hawkins 
Act, before the Subcommittee on Domestic 
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Monetary Policy of the House Committee 
on Banking, Finance and Urban Affairs, 
August 3, 1983. 

623 ANNOUNCEMENTS 

Reappointment of Paul A. Volcker as 
Chairman of the Board of Governors. 

Revisions of Regulations G and U. 

Proposed revision to Regulation Y; propos-
al to find that certain state laws are not 
inconsistent with the Truth in Lending Act. 

Dedication of the headquarters building of 
the Federal Reserve Board. 

Publication of comparison chart of old and 
new sections of Regulation T. 

Omission of data from table first appearing 
in "New Federal Reserve Measures of Ca-
pacity and Capacity Utilization" in the July 
1983 issue of the B U L L E T I N . 

Publication of "Credit Cards in the U.S. 
Economy; Their Impact on Costs, Prices, 
and Retail Sales." 

Changes in Board Staff. 

Publication of revised edition of the Federal 
Reserve Act. 

Admission of five state banks to member-
ship in the Federal Reserve System. 

626 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 24, 1983, the Com-
mittee reviewed the monetary growth 
ranges that it had established in February 
for the year 1983. It decided not to change 
any of the ranges or the relative importance 
of the various aggregates for policy, pend-
ing a further review at the July meeting. 

For the near term, a majority of the 
members indicated their acceptance of a 
directive calling for only slightly more re-
straint on reserve positions than had been 
approved at the previous meeting. It was 
understood that at this point M2 and M3 
seemed to be on courses that would bring 

their growth to slightly below the rates of 9 
and 8 percent respectively that had been set 
at the March meeting for the second quar-
ter, but that Ml would probably expand at a 
rate well above the growth that had been 
anticipated for the quarter. The members 
agreed that lesser restraint would be appro-
priate in the context of more pronounced 
slowing in the growth of the broader mone-
tary aggregates within their 1983 ranges and 
deceleration of Ml growth, or of indications 
that the pace of the economic recovery was 
weakening. It was understood that the in-
termeeting range for the federal funds rate, 
which provides a mechanism for initiating 
consultation of the Committee, would re-
main at 6 to 10 percent. 

633 LEGAL DEVELOPMENTS 
Rules regarding delegation of authority; 
various bank holding company and bank 
merger orders; and pending cases. 

Al FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A80 BOARD OF GOVERNORS AND STAFF 

A82 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A83 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A84 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A86 INDEX TO STATISTICAL TABLES 

A88 MAP OF FEDERAL RESERVE SYSTEM 
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663 THE ROLE OF BANKS IN THE 
INTERNATIONAL FINANCIAL SYSTEM 

During the late sixties and throughout most 
of the seventies, banks in many countries 
expanded their international activities. 

672 TREASUR Y AND FEDERAL RESER VE 
FOREIGN EXCHANGE OPERATIONS 

During the February-July period under re-
view the dollar advanced against most ma-
jor currencies. 

693 INDUSTRIAL PRODUCTION 

Output rose about 0.9 percent in August. 

695 ANNOUNCEMENTS 

Modification of automated clearinghouse 
service and approval of interim fee schedule 
for ACH deposits made at night. 

Purchase of improved quality sensor for 
examination of used currency and destruc-
tion of unfit currency. 

Amendment to Regulation L. 

Amendment to Regulation Y. 

Decrease in combined assets of overseas 
branches of member banks. 

Revisions to Regulation O. 

Changes in Board staff. 

Admission of one state bank to membership 
in the Federal Reserve System. 

699 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on July 12-13, 1983, the 
Committee considered its longer-run ranges 
for growth of the monetary and credit ag-
gregates. The Committee reaffirmed the 

ranges established in February for growth 
in M2 and M3 for 1983 and agreed on 
tentative growth ranges for the period from 
the fourth quarter of 1983 to the fourth 
quarter of 1984 of 6V2 to 9Vi percent for M2 
and 6 to 9 percent for M3. The Committee 
considered that growth in M l in a range of 5 
to 9 percent f rom the second quarter of 1983 
to the fourth quarter of 1983, and in a range 
of 4 to 8 percent f rom the fourth quarter of 
1983 to the fourth quarter of 1984 would be 
consistent with the ranges for the broader 
aggregates. The associated range for total 
domestic nonfinancial debt was reaffirmed 
at 8V2 to 1IV2 percent for 1983 and tentative-
ly set at 8 to 11 percent for 1984. 

With regard to short-run policy, the 
Committee agreed to seek a slight further 
increase in the existing degree of restraint 
on reserves. It was anticipated that such a 
policy course would be associated with 
growth of M2 and M3 at annual rates of 
about 8V2 and 8 percent respectively for the 
period f rom June to September. Primary 
weight would be placed on the performance 
of these broader monetary aggregates in 
evaluating the conduct of open market op-
erations. The members agreed that lesser 
restraint on reserve conditions would be 
acceptable in the event of a significant 
shortfall in the growth of the aggregates 
over the period ahead, while somewhat 
greater restraint would be acceptable in the 
context of more rapid growth in the aggre-
gates. It was understood that the need for 
greater or lesser reserve restraint would 
also be evaluated on the basis of available 
evidence about trends in economic activity 
and prices and conditions in domestic and 
international financial markets, including 
foreign exchange markets. The Committee 
anticipated that its third-quarter objectives 
for the broader aggregates would be con-
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sistent with a deceleration in M1 growth to 
an annual rate of around 7 percent from 
June to September, and that expansion in 
total domestic nonfinancial debt would re-
main within the range of SV2 to 11 Vi percent 
established for the year. It was agreed that 
the intermeeting range for the federal funds 
rate, which provides a mechanism for initi-
ating consultation of the Committee, would 
remain at 6 to 10 percent. 

707 LEGAL DEVELOPMENTS 

Revision of Regulation G; amendments to 
Regulation T; revision of Regulation U; 
amendments to Regulation Y and rules re-
garding delegation of authority; various 
bank holding company and bank merger 
orders; and pending cases. 

A1 FINANCIAL AND B USIN ESS S TA TISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

All FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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745 FOREIGN EXPERIENCE WITH TARGETS 
FOR MONEY GROWTH 

Over the past decade a wide variety of 
targeting or forecasting procedures have 
been used by the six major foreign industri-
al countries discussed in this article. 

755 INDUSTRIAL PRODUCTION 

Output rose about 1.5 percent in Septem-
ber. 

757 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, testifying on the proposed Financial 
Institutions Deregulation Act of 1983, says 
that the bill, taken as a whole, would make 
possible a significant simplification in the 
supervisory procedures applicable to bank 
holding companies and that the Board 
broadly supports the proposal, before the 
Senate Committee on Banking, Housing, 
and Urban Affairs, September 13, 1983. 

769 Preston Martin, Vice Chairman, Board of 
Governors, presents his views on two bills 
that are designed to widen and deepen the 
secondary mortgage market and says that it 
would be sound public policy to encourage 
a broadening of the secondary mortgage 
market through more extensive involve-
ment of the private sector, before the Sub-
committee on Housing and Urban Affairs of 
the Senate Committee on Banking, Hous-
ing, and Urban Affairs, September 22,1983. 

773 Vice Chairman Martin presents the views of 
the Board on the Fair Deposit Availability 
Act of 1983, which addresses the practice of 
depository institutions prohibiting a deposi-
tor from withdrawing, for some period, 
funds represented by a newly deposited 
check, and says that electronic payments 

are the only real solution to the problem of 
delayed availability, before the Subcommit-
tee on Consumer Affairs of the Senate Com-
mittee on Banking, Housing, and Urban 
Affairs, September 28, 1983. 

776 Henry C. Wallich, Member, Board of Gov-
ernors, discusses the impressive strength of 
the dollar over the past three years and says 
that there is no single explanation for the 
substantial appreciation of the dollar, be-
fore the Subcommittee on Domestic Mone-
tary Policy ofMthe tHouse^ommit tee on 
Banking, Finance and Urban Affairs, Octo-
ber 5, 1983. , 

783 ANNOUNCEMENTS 

Approval of the fee schedule for definitive 
securities safekeeping and noncash collec-
tion services. 

Amendment to Regulation Q. 

Amendment to Regulation D. 

Proposed amendment to Regulation J; pro-
posed amendment of fee schedule for auto-
mated clearinghouses. 

Publication of supplement to list of over-
the-counter stocks. 

Meeting of Consumer Advisory Council. 

Change in the hours of the Board's public 
tour program. 

Admission of four state banks to member-
ship in the Federal Reserve System 

787 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPENMARKETCOMMITTEE 

At its meeting on August 23, 1983, the 
Committee agreed to maintain the existing 
degree of reserve restraint for the period 
immediately ahead. The members anticipat-
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ed that such a policy course would be 
associated with growth of both M2 and M3 
at annual rates of around 8 percent for the 
period from June to September. The mem-
bers also agreed that the need for greater or 
lesser restraint on reserve conditions 
should be evaluated against the background 
of available evidence about trends in eco-
nomic activity and prices and conditions in 
domestic and international financial mar-
kets, including foreign exchange markets. 
Depending upon such developments, lesser 
restraint would be acceptable in the event 
of a significant shortfall in the growth of the 
aggregates over the period ahead, while 
somewhat greater restraint would be ac-
ceptable in the context of more rapid 
growth in the aggregates. The Committee 
continued to anticipate that its third-quarter 
objectives for the broader aggregates would 
be consistent with a deceleration in Ml 
growth to an annual rate of around 7 per-
cent from June to September, and that 
expansion in total nonfinancial debt would 
remain within the range of 8V2 to IIV2 
percent established for the year. It was 
agreed that the intermeeting range for the 
federal funds rate, which provides a mecha-
nism for initiating consultation of the Com-
mittee, would remain at 6 to 10 percent. 

793 LEGAL DEVELOPMENTS 

Amendments to Regulation O; various bank 
holding company and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A54 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A73 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 INDEX TO STATISTICAL TABLES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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823 FEDERAL AND STATE LAWS ON 
CONSUMER FINANCIAL SERVICES: 
THE DOCTRINE OF PREEMPTION 

The relationship of federal and state laws 
governing consumer financial services and 
the way the doctrine of federal preemption 
operates in this area is analyzed. 

830 INTERVENTION IN FOREIGN EXCHANGE 
MARKETS: A SUMMARY OF TEN STAFF 
STUDIES 

Ten staff studies, including case studies, 
surveys of the literature, and econometric 
analyses, focus on the question of whether 
sterilized intervention can have significant 
effects on exchange rates; these studies 
provided the background for the April 1983 
Report of the Working Group on Exchange 
Market Intervention. 

837 INDUSTRIAL PRODUCTION 

Output rose about 0.8 percent in October. 

839 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, presents the views of the Board on 
several bills of importance for the structure 
and functioning of the Federal Reserve in-
cluding the "Federal Reserve Moderniza-
tion Act," which provides for the compila-
tion and publication of detailed minutes of 
Federal Open Market Committee meetings, 
before the House Committee on Banking, 
Finance and Urban Affairs, October 18, 
1983. 

842 Chairman Volcker discusses the current 
economic situation and updates the official 
monetary policy report submitted to the 
Congress in mid-July, before the Joint Eco-
nomic Committee, October 20, 1983. 

846 J. Charles Partee, Member, Board of Gov-
ernors, gives the views of the Board on 
proposals to permit the payment of interest 
on demand deposits and says that the Board 
supports repeal of the existing prohibition 
on such interest payments, before the 
House Committee on Banking, Finance and 
Urban Affairs, October 27, 1983. 

853 ANNOUNCEMENTS 

Approval of new fee schedules for the 
check collection services of the Federal 
Reserve Banks in 1984, effective December 
1, 1983. 

Amendments to Regulation L. 

Proposed revision to procedure for calculat-
ing the private sector adjustment factor 
(PSAF); proposed changes in Regulation O; 
proposed revision of Regulation X. 

New date for compliance with newly re-
vised Regulation T. 

Expansion of quarterly subscription tapes 
for reports of condition and income. r 

Admission of six state banks to membership 
in the Federal Reserve System. 

856 LEGAL DEVELOPMENTS 

Amendments to Regulations D and Q; vari-
ous bank holding company and bank merger 
orders; and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A52 International Statistics 

A67 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 
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885 PROFITABILITY OF INSURED 
COMMERCIAL BANKS IN THE FIRST 
HALF OF 1983 

The profitability of insured commercial 
banks held up relatively well in the face of 
important changes in banking in the first 
half of 1983. 

893 TREAS URY AND FEDERAL RESER VE 
FOREIGN EXCHANGE OPERATIONS: 
INTERIM REPORT 

At the end of October the dollar was little 
changed against most major currencies 
from the levels at the end of July. 

896 INDUSTRIAL PRODUCTION 

Output rose about 0.8 percent in Novem-
ber. 

898 ANNOUNCEMENTS 

Amendment to Regulation D. 

Capital adequacy guidelines reaffirmed. 

Participations in bankers acceptances clari-
fied. 

Changes in boundaries of two Federal Re-
serve Districts. 

Proposed amendment to Regulation Y; up-
date to official staflF commentary on Regula-
tion Z; extension of comment period on 
proposed private sector adjustment factor. 

Admission of five state banks to member-
ship in the Federal Reserve System. 

901 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 4, 1983, the 
members agreed that no change should be 
made at this time in the degree of pressure 

on reserve positions and that operations 
should be directed toward maintaining the 
slightly reduced reserve restraint that had 
been sought in recent weeks. The members 
anticipated that such a policy course would 
be associated with growth of both M2 and 
M3 at an annual rate of around SV2 percent 
for the period from September to Decem-
ber; this growth rate allowed for a minor 
impact from the October 1 deregulation of 
time deposits on the growth of the broader 
aggregates in the fourth quarter. The mem-
bers also agreed that the need for greater or 
lesser restraint on reserve conditions 
should be evaluated against the background 
of developments relating to the strength of 
the economic recovery, the outlook for 
inflation, and conditions in domestic and 
international financial markets. Depending 
upon such developments, lesser restraint 
would be acceptable in the event of a signif-
icant shortfall in the growth of the aggre-
gates over the weeks ahead, while some-
what greater restraint would be acceptable 
in the context of more rapid growth in the 
aggregates. The Committee anticipated that 
its fourth-quarter objectives for the broader 
aggregates would be consistent with Ml 
growth at an annual rate of around 7 percent 
from September to December, and that 
expansion in total domestic nonfinancial 
debt would remain within the range of 8V2 to 
1IV2 percent established for the year. It was 
agreed that the intermeeting range for the 
federal funds rate, which provides a mecha-
nism for initiating consultation of the Com-
mittee, would remain at 6 to 10 percent. 

907 LEGAL DEVELOPMENTS 

Amendments to Regulation L; various bank 
holding company and bank merger orders; 
and pending cases. 
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L A FINANCIAL PERSPECTIVE ON 
AGRICULTURE 

For more than a decade, the financial expe-
rience of the agricultural sector has been 
dominated first by the advent, and then by 
the aftereffects, of a farm boom of major 
proportions. 

14 STAFF STUDIES 

"The Effects of Fiscal Policy on the U.S. 
Economy" analyzes the short- and interme-
diate-run effects of a permanent, bond-fi-
nanced reduction in U.S. personal income 
taxes on interest rates, output, prices, ex-
change rates, and the current account. 

16 INDUSTRIAL PRODUCTION 

Output rose about 0.5 percent in December 
1983. 

19 ANNOUNCEMENTS 

Issuance of statement regarding applica-
tions by three bank holding companies to 
acquire state-chartered banks in South Da-
kota. 

Revision of Regulation Y. 

Amendments to Regulation O. 

Amendments to Regulation Q. 

Revision of Regulation X. 

Changes in statistical releases on the money 
stock and reserves data. 

Proposal to implement part of the Interna-
tional Lending Supervision Act of 1983. 

Admission of seven state banks to member-
ship in the Federal Reserve System. 

23 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At the conclusion of its meeting on Novem-
ber 14-15, 1983, the Committee decided 
that no change should be made at this time 
in the degree of restraint on reserve posi-
tions. The members anticipated that such a 
policy would continue to be associated with 
growth of both M2 and M3 at an annual rate 
of around 8V2 percent for the period from 
September to December. The members also 
agreed that the need for greater or lesser 
restraint on reserve conditions should be 
evaluated against the background of devel-
opments relating to the strength of the eco-
nomic recovery, the outlook for inflation, 
and conditions in domestic and internation-
al financial markets. Depending upon such 
developments over the weeks ahead, great-
er restraint would be acceptable in the 
event of more rapid growth in the broader 
monetary aggregates, while lesser restraint 
would be acceptable in the context of a 
significant shortfall in such growth. The 
Committee anticipated that, given the rela-
tively slow growth of Ml in October, its 
expansion at an annual rate of around 5 to 6 
percent from September to December 
would be consistent with the fourth-quarter 
objectives for the broader aggregates, and 
that expansion in total domestic nonfinan-
cial debt would remain within the range of 
m to 1V/2 percent established for the year. 
It was agreed that the intermeeting range 
for the federal funds rate, which provides a 
mechanism for initiating consultation of the 
Committee, would remain at 6 to 10 per-
cent. 
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29 LEGAL DEVELOPMENTS 

Amendments to Regulations C, D, K, 0 , 
and Q; revisions to Regulation X; amend-
ments to Rules Regarding Delegation of 
Authority; various bank holding company 
and bank merger orders; and pending cases. 
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69 MONETAR Y POLIC Y REP OR T TO THE 
CONGRESS 

Conditions in the national economy took a 
decided turn for the better in 1983; the 
outlook projected for 1984 is further 
growth, significant reduction in unemploy-
ment, and only modest increases in price 
pressures. 

87 STAFF STUDIES 

"The Implications for Bank Merger Policy 
of Financial Deregulation, Interstate Bank-
ing, and Financial Supermarkets" explores 
evidence regarding the argument that a 
massive merger movement is required to 
avert widespread bank failures. 

88 INDUSTRIAL PRODUCTION 

Output rose about 1.1 percent in January. 

90 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, discusses the basic rules to guide 
the development of our banking system, 
particularly in regard to two recent legisla-
tive proposals, the Financial Services Com-
petitive Equity Act and the Depository In-
stitutions Holding Company Act Amend-
ments of 1983, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, January 16, 1984. 

96 Chairman Volcker focuses on some broad 
considerations that bear on the approach to 
monetary policy, the interaction of mone-
tary policies with other policies, and on 
overall economic prospects, before the 
House Committee on Banking, Finance and 
Urban Affairs, February 7, 1984. 

102 Nancy H. Teeters, Member, Board of Gov-
ernors, presents the views of the Board on 

the issue of whether the Truth in Lending 
Act should continue to prohibit merchants, 
through use of a surcharge, from charging 
higher prices to credit card purchasers than 
to cash purchasers, before the Subcommit-
tee on Consumer Affairs of the Senate Com-
mittee on Banking, Housing, and Urban 
Affairs, February 7, 1984. 

105 Chairman Volcker comments on more gen-
eral considerations of monetary policy 
within the context of recent and prospective 
economic and financial developments, be-
fore the Joint Economic Committee of the 
Congress, February 9, 1984. 

108 ANNOUNCEMENTS 

Actions by the Board to strengthen the 
enforcement of the Community Reinvest-
ment Act. 

Income of Federal Reserve Banks. 

Adoption of rules to implement several sec-
tions of the International Lending Supervi-
sion Act of 1983. 

Revisions to off-line surcharges for wire 
transfers of funds. 

Exemptions from Regulation Y. 

Amendments to procedures for processing 
applications. 

Statement by Chairman Volcker on regula-
tion of financial services. 

Amendment to Regulation J. 

Proposal to amend Regulation T; proposal 
to revise fee structure for wire transfers of 
funds; draft regulations establishing uni-
form requirements for accounting for fees 
on international loans. 

Publication of supplement to list of OTC 
stocks. 
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Revised guidelines for the provision of new 
or fit coin and currency. 

Final determination regarding preemption 
of certain state laws from Truth in Lending. 

Admission of four state banks to member-
ship in the Federal Reserve System. 

115 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 19-20, 1983, 
the Committee decided on a short-run poli-
cy that called for maintaining at least the 
existing degree of restraint on reserve posi-
tions, subject to the possibility of a slight 
increase in such restraint depending on de-
velopments relating to the outlook for eco-
nomic activity and price pressures and on 
evidence that monetary growth appeared to 
be exceeding the Committee's expecta-
tions. The Committee anticipated that such 
a policy would be associated with growth of 
both M2 and M3 at an annual rate of around 
8 percent for the period from November 
1983 to March 1984. The Committee be-
lieved that an acceleration in the growth of 
Ml to an annual rate of around 6 percent for 
the four-month period was likely to be 
consistent with its objectives for the broad-
er aggregates and that expansion in total 
domestic nonfinancial debt over this period 
would be within the tentative range of 8 to 
11 percent established for 1984. It was 
agreed that the intermeeting range for the 
federal funds rate, which provides a mecha-
nism for initiating consultation of the Com-

mittee, would remain at 6 to 10 percent. It 
was also understood that the Committee 
would consult should the aggregates and the 
economy turn out to be significantly weaker 
than expected. 

121 LEGAL DEVELOPMENTS 

Revision of Regulation Y; Amendments to 
Rules Regarding Delegation of Authority; 
various bank holding company and bank 
merger orders; and pending cases. 

A l FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A52 International Statistics 

A67 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A68 BOARD OF GOVERNORS AND STAFF 

A70 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

All FEDERAL RESERVE BOARD 
PUBLICATIONS 

A75 INDEX TO STATISTICAL TABLES 

All FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A78 MAP OF FEDERAL RESERVE SYSTEM 
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177 A MONETARY PERSPECTIVE ON 
UNDERGROUND ECONOMIC ACTIVITY 
IN THE UNITED STATES 

A growing underground economy, which is 
thought to reflect efforts to evade taxes and 
government regulation, has been widely re-
ported in the United States and in other 
countries in recent years. 

191 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

From August 1983 through January 1984, 
the dollar rose strongly on balance against 
the European currencies, but was little 
changed against the Japanese yen. 

204 INDUSTRIAL PRODUCTION 

Output rose about 1.2 percent in February. 

206 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors of the Federal Reserve System, dis-
cusses the prospects and challenges for 
monetary and fiscal policies for the remain-
der of 1984 and the years ahead, before the 
Senate Committee on the Budget, February 
29, 1984. 

210 Henry C. Wallich, Member, Board of Gov-
ernors, says that the large and growing 
merchandise trade and current account def-
icits have raised strong concerns about the 
state of U.S. tradable goods industries and 
the prospect that funds borrowed from 
abroad, along with the deficits, will soon 
transform the United States into a net debt-
or economy, before the Subcommittee on 
Commerce, Transportation and Tourism of 
the House Committee on Energy and Com-
merce, March 6, 1984. 

213 ANNOUNCEMENTS 

Approval of revised fee schedule for auto-
mated clearinghouse services and a plan to 
reduce and price ACH float. 

Approval of the inclusion of certain deposi-
tory institutions in the program to acceler-
ate the collection of checks. 

Revisions to data on the money stock and 
reserves. 

Issuance of policy statement on delayed 
disbursement practices. 

New members appointed to Thrift Institu-
tions Advisory Council. 

Consumer Advisory Council meeting. 

Proposal that the federal financial institu-
tion regulators issue a joint policy statement 
on disclosure of practices regarding delayed 
availability of funds; proposal of nine non-
banking activities as permissible for bank 
holding companies; extension of the com-
ment period on certain proposals related to 
Regulations E and Z. 

Changes in Board staff. 

Admission of eight banks to membership in 
the Federal Reserve System. 

219 LEGAL DEVELOPMENTS 

Amendments to Regulation J; various bank 
holding company and bank merger orders; 
and pending cases. 

253 DIRECTORS OF THE FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors by Federal Reserve Dis-
trict. 
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269 U.S. INTERNATIONAL TRANSACTIONS 
IN 1983 

The U.S. merchandise trade and current 
account deficits widened considerably dur-
ing 1983. 

279 REVISIONS TO THE MONEY STOCK 

Annual revisions to the money stock, which 
were published recently, on balance were 
larger than normal, especially for Ml. 

286 INDUSTRIAL PRODUCTION 

Output rose about 0.4 percent in March. 

288 STATEMENTS TO CONGRESS 

Preston Martin, Vice Chairman, Board of 
Governors, discusses title I of the Second-
ary Mortgage Market Enhancement Act of 
1983, before the Subcommittee on Tele-
communications, Consumer Protection, 
and Finance of the House Committee on 
Energy and Finance, March 14, 1984. 

291 Lyle E. Gramley, Member, Board of Gov-
ernors, presents the views of the Board on 
fully insured brokered deposits, before the 
Subcommittee on Commerce, Consumer, 
and Monetary Affairs of the House Govern-
ment Operations Committee, March 14, 
1984. 

294 Henry C. Wallich, Member, Board of Gov-
ernors, discusses the causes of the U.S. 
merchandise and current account deficits 
and says that the strong dollar and large 
external deficits are partly symptoms of 
large budget deficits, before the Senate 
Committee on Finance, March 23, 1984. 

298 Paul A. Volcker, Chairman, Board of Gov-
ernors, emphasizes the urgent need for de-
finitive congressional action on legislative 
proposals now before the Congress to re-

structure the law governing bank and thrift 
holding company activities, before the Sen-
ate Committee on Banking, Housing, and 
Urban Affairs, March 27, 1984. 

309 Nancy H. Teeters, Member, Board of Gov-
ernors, presents the views of the Board on 
the issue of whether the Truth in Lending 
Act should prohibit merchants from charg-
ing higher prices to credit card purchasers 
than to cash purchasers through use of a 
"surcharge," before the Subcommittee on 
Consumer Affairs and Coinage of the House 
Committee on Banking, Finance and Urban 
Affairs, March 27, 1984. 

312 Chairman Volcker reviews a wide range of 
issues affecting developments in markets 
for banking and other financial services, 
before the Subcommittee on Telecommuni-
cations, Consumer Protection and Finance 
of the House Committee on Energy and 
Commerce, April 4, 1984. 

319 Vice Chairman Martin discusses the views 
of the Board on the issue of delayed avail-
ability, the practice of imposing "holds" on 
funds representing checks deposited by 
customers, before the Subcommittee on Fi-
nancial Institutions Supervision, Regula-
tion, and Insurance of the House Commit-
tee on Banking, Finance and Urban Affairs, 
April 4, 1984. 

324 Chairman Volcker reviews some of the is-
sues surrounding the large and growing 
U.S. trade and current account deficits and 
says that decisive action to deal with the 
internal deficit is needed to restore better 
balance in the external accounts, before the 
Subcommittee on Trade of the House Com-
mittee on Ways and Means, April 10, 1984. 

329 ANNOUNCEMENTS 

Change in the discount rate. 
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Measures to reduce risk in large electronic 
fund transfers. 

Revision to the private sector adjustment 
factor. 

Adoption of rules regarding fees on interna-
tional loans. 

Discontinuance of use of bankers accep-
tances by the FOMC. 

Amendment to Regulation T. 

Deferment of effective date for revised Reg-
ulation T. 

Update to staff commentary on Regulation Z. 

Changes in Board staff. 

Policy statement on multi-rate time depos-
its. 

Proposed actions. 

Availability of Supplement 10 to the Com-
pliance Handbook. 

Availability of report on priced services. 

Admission of five state banks to member-
ship in the Federal Reserve System. 

335 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on January 30-31, 1984, the 
Committee established growth ranges for 
the broader aggregates of 6 to 9 percent for 
both M2 and M3 for the period from the 
fourth quarter of 1983 to the fourth quarter 
of 1984. The Committee also considered 
that a range of 4 to 8 percent for Ml would 
be appropriate for the same period, taking 
account of the possibility that, in the light of 
the changed composition of Ml, its relation-
ship to GNP over time may be shifting. 
Pending further experience, growth in that 
aggregate will need to be interpreted in the 
light of the growth in the other monetary 
aggregates, which for the time being would 
continue to receive substantial weight. The 
associated range for total domestic nonfi-
nancial debt was set at 8 to 11 percent for 
the year 1984. 

For the short run, the members indicated 
their acceptance of a policy directed at 

maintaining the existing degree of restraint 
on reserve positions. The members expect-
ed such a policy to be associated with 
growth of both M2 and M3 at an annual rate 
of around 8 percent for the period from 
December to March and growth of Ml at an 
annual rate of about 7 percent over the 
three-month period. The rate of expansion 
in total domestic nonfinancial debt was 
thought likely to be within the Committee's 
monitoring range for 1984. Lesser restraint 
would be acceptable in the event of a short-
fall in monetary and credit growth from 
current expectations, while somewhat 
greater restraint might be acceptable with 
more rapid growth in the aggregates, both 
viewed in the context of the strength of the 
business expansion and of inflationary pres-
sures. It was agreed that the intermeeting 
range for the federal funds rate, which 
provides a mechanism for initiating consul-
tation of the Committee, would remain at 6 
to 10 percent. 

343 LEGAL DEVELOPMENTS 

Amendments to Regulation K; amendments 
to Regulation T; various bank holding com-
pany and bank merger orders; and pending 
cases. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
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A50 International Statistics 

A65 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A66 BOARD OF GOVERNORS AND STAFF 

A68 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A70 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A73 INDEX TO STATISTICAL TABLES 

A75 FEDERAL RESERVE BANKS, BRANCHES, 
MID OFFICES 

A76 MAP OF FEDERAL RESERVE SYSTEM 
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401 RECENT FINANCING ACTIVITY OF 
NONFINANCIAL CORPORATIONS 

Nonfinancial corporations were able to im-
prove their overall financial position as a 
result of the more favorable financial condi-
tions that emerged in late 1982 and 1983. 

411 INDUSTRIAL PRODUCTION 

Output rose about 1.4 percent in April. 

413 STATEMENTS TO CONGRESS 

E. Gerald Corrigan, President, Federal Re-
serve Bank of Minneapolis, reviews devel-
opments over the past three years in the 
priced services activities of the Federal 
Reserve Banks and says that the Federal 
Reserve is now better positioned to turn its 
attention to fostering further improvements 
in the efficiency, safety, and integrity of the 
payments mechanism, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, April 11, 1984. 

419 Anthony M. Solomon, President, Federal 
Reserve Bank of New York, testifies on 
behalf of the Federal Reserve System about 
the recently announced financial package 
for helping Argentina meet interest pay-
ments on its bank debt and says that by 
participating in this arrangement the Feder-
al Reserve acted only as an agent and did 
not back or guarantee payment to the com-
mercial banks with its own funds, before 
the Subcommittee on International Finance 
and Monetary Policy of the Senate Commit-
tee on Banking, Housing, and Urban Af-
fairs, May 3, 1984. Similar testimony was 
presented by Mr. Solomon before the Sub-
committee on International Trade, Invest-
ment and Monetary Policy of the House 
Committee on Banking, Finance and Urban 
Affairs on May 1, 1984. 

423 J. Charles Partee, Member, Board of Gov-
ernors, discusses the role of the Federal 
Reserve with respect to criminal miscon-
duct and abuse by bank insiders and says 
that because all types of improper insider 
activities can have an adverse effect on a 
bank's condition, undermine public confi-
dence in banking organizations generally, 
and contribute to a bank's failure, all such 
activities require a prompt and effective 
supervisory response, before the Com-
merce, Consumer, and Monetary Affairs 
Subcommittee of the House Committee on 
Government Operations, May 3, 1984. 

427 ANNOUNCEMENTS 

Publication of The U.S. Economy in An 
Interdependent World: A Multicountry 
Model. 

Statement on the role of the Federal Re-
serve in the Argentine financing package. 

Change in boundaries of Federal Reserve 
Districts. 

Changes in Board staff. 

Admission of two state banks to member-
ship in the Federal Reserve System. 

429 LEGAL DEVELOPMENTS 

Amendments to Regulation A; amendment 
to Rules Regarding Delegation of Author-
ity; various bank holding company and 
bank merger orders; and pending cases. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A42 Domestic Nonfinancial Statistics 
A50 International Statistics 
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483 PERSPECTIVES ON THE RECENT 
BEHAVIOR OF INFLATION 

This article reviews the wage and price 
developments of the past several years, 
examines the key factors in the recent disin-
flation, and assesses the way those factors 
may shape the outlook for inflation. 

492 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS. 
INTERIM REPORT 

The dollar declined modestly on balance 
over the three months ended in April. 

495 STAFF STUDIES 

In "Antitrust Laws, Justice Department 
Guidelines, and the Limits of Concentration 
in Local Banking Markets," the author 
investigates the logical implications of using 
the current Justice Department guidelines 
on horizontal mergers as a basis for merger 
policy in the commercial banking industry 
through a simulation of merger activity in 
318 standard metropolitan statistical areas 
and 2,408 non-SMSA counties in the United 
States. 

497 INDUSTRIAL PRODUCTION „ ( 

Output rose about 0.4 percent in May. 

499 STATEMENTS TO CONGRESS 

Lyle E. Gramley, Member, Board of Gov-
ernors, presents the views of the Board on 
the behavior of interest rates this year and 
focuses on the principal causes of the recent 
rise in interest rates and the implication of 
this development for the overall expansion 
of the economy, before the Subcommittee 
on Domestic Monetary Policy of the House 
Committee on Banking, Finance and Urban 
Affairs, June 8, 1984. 

502 Karen N. Horn, President, Federal Reserve 
Bank of Cleveland, discusses some of the 
effects of interest rates on the recovery in 
the Fourth Federal Reserve District, includ-
ing why interest rates seem to be sympto-
matic of some of the underlying issues that 
confront private and public decision-
makers, before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance and Urban 
Affairs, June 8, 1984. 

507 ANNOUNCEMENTS 

Nominations sought for appointments to 
the Consumer Advisory Council. 

Classification of certain Venezuelan loans. 

Change in Board staff. 

Extension of comment period. 

Revised list of over-the-counter margin 
stocks. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

509 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 26-27, 1984, the 
Committee decided to seek to maintain 
pressures on reserve positions that were 
deemed to be consistent with growth of Ml, 
M2, and M3 from March to June at annual 
rates of around 6V2, 8, and SV2 percent 
respectively; initially those pressures 
should be close to those that had emerged in 
recent days. The members agreed that 
greater restraint on reserve conditions 
would be acceptable in the context of more 
substantial growth in the monetary aggre-
gates, while somewhat lesser restraint 
might be acceptable if monetary growth 
were significantly slower. In either event, 
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the need for greater or lesser restraint 
would also be appraised against the back-
ground of developments relating to the con-
tinuing strength of the business expansion 
and of inflationary pressures and the rate of 
expansion in total credit. It was agreed that 
the intermeeting range for the federal funds 
rate would be raised to 7Vi to IIV2 percent. 

515 LEGAL DEVELOPMENTS 

Various bank holding company and bank 
merger orders and pending cases. 

A l FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A42 Domestic Nonfinancial Statistics 
A50 International Statistics 

A65 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A76 BOARD OF GOVERNORS AND STAFF 

A78 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A80 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A86 INDEX TO STATISTICAL TABLES 

A88 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A89 MAP OF FEDERAL RESERVE SYSTEM 
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547 THE FEDERAL RESERVE POSITION ON 
RESTRUCTURING OF FINANCIAL 
REGULATION RESPONSIBILITIES 

As the nation's central bank, the Federal 
Reserve must remain substantively in-
volved in the regulation and supervision of 
the financial and banking system because 
those functions impinge on the Federal Re-
serve. 

558 INDUSTRIAL PRODUCTION 

Output rose about 0.5 percent in June. 

560 STATEMENTS TO CONGRESS 

Paul A. Volcker, Chairman, Board of Gov-
ernors, reviews proposals to restructure the 
laws governing bank and thrift holding com-
pany activities, before the House Commit-
tee on Banking, Finance and Urban Affairs, 
June 12, 1984. 

568 Chairman Volcker discusses the outlook for 
world trade and U.S. exports in light of the 
international debt situation and dollar inter-
est rates and exchange rates, before the 
Subcommittee on International Economic 
Policy of the Senate Committee on For-
eign Relations, June 15, 1984. (Chairman 
Volcker presented similar testimony before 
the Subcommittee on International Finance 
and Montary Policy of the Senate Commit-
tee on Banking, Housing, and Urban Affairs 
on June 14, 1984.) 

573 John E. Ryan, Director, Division of Bank-
ing Supervision and Regulation, reviews the 
role of the Federal Reserve in monitoring 
compliance with the Bank Secrecy Act and 
its reporting requirements, and in assisting 
the primary law enforcement authorities in 
discharging their enforcement responsibil-

ities, before the Subcommittee on General 
Oversight of the House Committee on 
Banking, Finance and Urban Affairs, June 
20, 1984. 

575 Federick R. Dahl, Associate Director, Divi-
sion of Banking Supervision and Regula-
tion, discusses the role of the Federal Re-
serve in implementing the Bank Export 
Services Act, which authorizes bank hold-
ing companies to acquire equity interests in 
export trading companies, before the Sub-
committee on International Economic Poli-
cy and Trade of the House Committee on 
Foreign Affairs, June 20, 1984. 

579 ANNOUNCEMENTS 

Appointment of Martha R. Seger as a mem-
ber of the Board of Governors. 

Financial results of priced service opera-
tions. 

Coordination of priced service activities. 

Amendment to Regulation L. 

Proposed actions. 

Meeting of Consumer Advisory Council. 

Change in Board staff. 

Admission of six state banks to membership 
in the Federal Reserve System. 

583 LEGAL DEVELOPMENTS 

Various bank holding company and bank 
merger orders and pending cases. 

606 MEMBERSHIP OF THE 
BOARD OF GOVERNORS OF THE 
FEDERAL RESERVE SYSTEM, 1913-84 

List of appointive and ex officio members. 
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609 MONETARY POLICY REPORT 
TO THE CONGRESS 

The nation's economy in the first half of 
1984 was characterized by marked strength 
in sales, production, and employment, and 
by relatively low inflation. 

621 STAFF STUDIES 

In "Some Implications of Financial Innova-
tions in the United Sta tes ," the authors 
examine the implications of the effects of 
the recent process of deregulation and mar-
ket innovation, coupled with more volatility 
in financial markets, on the behavior of 
depository institutions and the public. 

623 INDUSTRIAL PRODUCTION 

Output rose about 0.9 percent in July. 

625 STATEMENTS TO CONGRESS 

Theodore E. Allison, Staff Director for Fed-
eral Reserve Bank Activities, Board of 
Governors of the Federal Reserve System, 
presents the views of the Board on pro-
posed legislation mandating that the Secre-
tary of the Treasury adopt changes in the 
design for currency and coin only after 
approval by the Congress, before the Sub-
committee on Consumer Affairs and Coin-
age of the House Committee on Banking, 
Finance and Urban Affairs, July 24, 1984. 

626 Paul A. Volcker, Chairman, Board of Gov-
ernors, reviews monetary policy in the con-
text of the nation's overall economic per-
formance and problems, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, July 25, 1984. 

632 Chairman Volcker presents a brief discus-
sion of some general considerations of mon-
etary policy and the problems that present 
evident risks to an otherwise positive out-

look, before the Joint Economic Committee 
of the Congress, July 30, 1984. 

636 Chairman Volcker reviews the international 
debt situation and acknowledges that it is a 
large and complicated problem that must be 
resolved on a case-by-case basis, before the 
House Committee on Foreign Affairs, Au-
gust 8, 1984. 

643 ANNOUNCEMENTS 

Proposed revision of guidelines regarding 
capital adequacy for state member banks 
and bank holding companies; proposal to 
eliminate the "fractional availability credit-
ing opt ion" for recovery of interterritory 
check float. 

Actions affecting net settlement service. 

Changes in Board staff. 

Admission of three state banks to member-
ship in the Federal Reserve System. 

645 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 21-22, 1984, the 
Committee agreed that no change should be 
made at this time in the existing degree of 
pressure on reserve positions. The mem-
bers anticipated that this policy would con-
tinue to be associated with growth of Ml 
and M2 at annual rates of around 6V2 and 8 
percent for the period from March to June 
and with growth of M3 at an annual rate of 
about 10 percent, somewhat above the ob-
jective set in March for the second quarter. 
It was agreed that the intermeeting range 
for the federal funds rate would remain at 
IV2 to 11V2 percent. It was also recognized 
that, within the context of this overall poli-
cy approach, operations might need to be 
modified if unusual financial strains ap-
peared to be developing. 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

August 1984



In keeping with the Committee's usual 
practice, the members contemplated that 
operations might be adjusted during the 
intermeeting period toward implementing 
somewhat greater or somewhat lesser re-
straint on reserves if monetary growth 
should prove to be significantly faster or 
slower than targeted for the current quarter. 
In the view of most members, the imple-
mentation of open market operations 
should be equally sensitive to the potential 
need for greater or lesser restraint over the 
weeks ahead. Any such adjustment should 
not be made automatically but should be 
undertaken only after an appraisal of the 
strength of economic activity and inflation-
ary pressures, and evaluations of conditions 
in financial and banking markets and the 
rate of growth in total domestic nonfinan-
cial debt. 

651 LEGAL DEVELOPMENTS 

Amendments to Regulation L; various bank 
holding company, bank service corpora-
tion, and bank merger orders; and pending 
cases. 
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A42 Domestic Nonfinancial Statistics 
A50 International Statistics 

A65 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A66 BOARD OF GOVERNORS AND STAFF 

A68 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF, ADVISORY COUNCILS 

A70 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A73 INDEX TO STATISTICAL TABLES 

A75 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A76 MAP OF FEDERAL RESERVE SYSTEM 
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679 SURVEY OF CONSUMER FINANCES, 
1983 

This article presents results from the in-
come and asset sections of the 1983 Survey 
of Consumer Finances, including mainly 
estimation of the debt obligations and asset 
holdings of a nationally representative sam-
ple of 3,824 American families. 

693 TREAS UR Y AND FEDERAL RESER VE 
FOREIGN EXCHANGE OPERATIONS 

During the February-July period under re-
view, the exchange markets were subject to 
frequent shifts in expectations, and these 
shifts were reflected in swings in dollar 
rates. 

705 INDUSTRIAL PRODUCTION 

Output rose about 0.2 percent in August. 

707 ANNOUNCEMENTS 

Statement on priced services. 

Financial results for priced service opera-
tions. 

Changes in Board staff. 

Publication for comment of proposal to 
revise and expand the Federal Reserve 
Board's Rules Regarding Equal Employ-
ment Opportunity; extension of period for 
comment on proposal to revise Regulation 
K. 

Revision of fees for wire transfers of funds. 

Admission of six state banks to membership 
in the Federal Reserve System. 

717 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on July 16-17, 1984, the 
Committee reviewed and reaffirmed the ba-

sic policy objectives that it had established 
in January for growth of the monetary and 
credit aggregates in 1984 and set tentative 
objectives for growth in 1985. For 1984 the 
policy objectives included growth of 4 to 8 
percent for Ml and 6 to 9 percent for both 
M2 and M3 for the period from the fourth 
quarter of 1983 to the fourth quarter of 
1984. The associated range for growth in 
total domestic nonfinancial debt was also 
reaffirmed at 8 to 11 percent for the year 
1984. Given developments in the first half of 
the year, the Committee anticipated that 
M3 and nonfinancial debt might increase at 
rates somewhat above the upper limits of 
their 1984 ranges. The tentative ranges es-
tablished for 1985 included reductions of 1 
and Vz percentage point from the upper 
limits of the 1984 ranges for Ml and M2 
respectively and no changes in the range for 
M3 and the associated range for total do-
mestic nonfinancial debt. 

With regard to the implementation of 
policy in the weeks immediately ahead, the 
Committee issued a directive that called for 
maintaining the existing degree of restraint 
on reserve positions. The members expect-
ed such an approach to be associated with 
growth of M l , M2, and M3 at annual rates 
of around 5V2, IV2, and 9 percent respective-
ly in the period from June to September. 
The members agreed that somewhat greater 
restraint on reserve conditions would be 
acceptable in the context of more substan-
tial growth in the monetary aggregates, 
while somewhat lesser restraint might be 
appropriate if monetary growth were signif-
icantly slower. In either event, the need for 
greater or lesser restraint would be consid-
ered only against the background of devel-
opments relating to the continuing strength 
of the business expansion, inflationary 
pressures, conditions in financial markets, 
and the rate of credit growth. It was agreed 
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that the intermeeting range for the federal 
funds rate would be raised to 8 to 12 per-
cent. 

725 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 
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755 BANK LENDING TO DEVELOPING 
COUNTRIES. RECENT DEVELOPMENTS 
AND SOME CONSIDERATIONS FOR THE 
FUTURE 

The environment for international bank 
lending has undergone a series of important 
changes since 1982, including developments 
affecting major borrowing countries and 
their lenders and the role of official agencies 
in future international bank lending. 

764 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 

Change in the schedule for the FEDERAL 
RESERVE BULLETIN. 

Amendments to Regulations G, T, and U. 

New tape documentation for call and in-
come subscription tape. 

767 LEGAL DEVELOPMENTS 

Amendments to Regulations G, T, and U; 
various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A42 Domestic Nonfinancial Statistics 
A50 International Statistics 

A65 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A 6 6 BOARD OF GOVERNORS AND STAFF 

A68 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A 7 0 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A73 INDEX TO STATISTICAL TABLES 

A75 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A 7 6 MAP OF FEDERAL RESERVE SYSTEM 
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791 RECENT DEVELOPMENTS 
IN THE STATE AND 
LOCAL GOVERNMENT SECTOR 

The fiscal position of state and local govern-
ments has improved appreciably over the 
past year and a half. 

802 PROFITABILITY OF INSURED 
COMMERCIAL BANKS IN 1983 

The profitability of commercial banks de-
clined in 1983, despite the strong rebound in 
economic activity. 

819 STAFF STUDIES 

In "Geographic Market Delineation: A Re-
view of the Li terature ," the emphasis is 
placed on the ability to define meaningful 
economic banking markets for the purpose 
of analyzing bank mergers and acquisitions 
in the context of current antitrust policy; 
the study also evaluates the different ap-
proaches to geographic market determina-
tion used by the bank regulatory agencies 
and the approach recently suggested in the 
merger guidelines issued by the Department 
of Justice. 

820 " A Comparison of Direct Deposit and 
Check Payment Cos t s , " presents the find-
ings of a study of the relative cost of pay-
ment by direct deposit versus payment by 
check. 

821 ANNOUNCEMENTS 

Change in the schedule for the FEDERAL 
RESERVE B U L L E T I N . 

Admission of four state banks to member-
ship in the Federal Reserve System. 

822 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 21, 1984, the 
Committee adopted a directive specifying 
no change at this time in the degree of 
pressure on reserve positions, but calling 
for a response to any significant deviation in 
the aggregates f rom expectations against 
the background of economic and financial 
developments. The members anticipated 
that this approach to policy implementation 
would be consistent with growth of the 
various aggregates at rates for the quarter 
close to those specified at the previous 
meeting. Specifically, Ml was expected to 
grow at an annual rate of around 5 percent 
or slightly less for the period from June to 
September, a little less than expected at the 
previous meeting reflecting the contraction 
in Ml in July. The annual rates of growth 
for M2 and M3 in the third quarter would 
continue to be IV2 and 9 percent respective-
ly. The intermeeting range for the federal 
funds rate was left unchanged at 8 to 12 
percent. It was also recognized that, within 
the context of the overall approach, opera-
tions might need to be modified if unusual 
financial strains appeared to be developing. 

829 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

The statistical tables that would have been 
published in this BULLETIN under the old 
schedule will appear in the BULLETIN for 
December; see the note on page A l . 
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A3 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A8 BOARD OF GOVERNORS AND STAFF 

A 10 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 
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PUBLICATIONS 

A 15 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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843 UNION SETTLEMENTS AND AGGREGATE 
WAGE BEHAVIOR IN THE 1980S 

Since 1979, one of every six union workers 
in the United States has accepted contract 
modifications that freeze or reduce wage 
and fringe benefits or alter work rules. 

857 SURVEY OF CONSUMER FINANCES, 
1983: A SECOND REPORT 

This article presents highlights of the debts 
and net worth of families and their selection 
and use of financial services. 

869 INDUSTRIAL PRODUCTION 

Output declined 0.6 percent in September. 

871 ANNOUNCEMENTS 

Amendments to Regulation E. 

Publication of changes in the official staff 
commentary on Regulation Z. 

Publication of the revised list of OTC mar-
gin regulations. 

Change in Board staff. 

Admission of two state banks to member-
ship in the Federal Reserve System. 

873 LEGAL DEVELOPMENTS 

Amendments to Regulation E; various bank 
holding company, bank service corpora-
tion, and bank merger orders; and pending 
cases. 

A l FINANCIAL AND BUSINESS STATISTICS 

A3 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A79 INDEX TO STATISTICAL TABLES 

A81 INDEX TO VOLUME 70 

A97 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A98 MAP OF FEDERAL RESERVE SYSTEM 
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