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L POLICY TARGETS AND OPERATING 
PROCEDURES IN THE 1990S 

This article focuses on the issue of how to 
keep monetary policy on a path that leads to 
the achievement of the objectives the mon-
etary authorities have set for themselves, 
how the process of adjusting policy to this 
end has evolved over the past decade or so, 
and what that evolution may mean for the 
success of policy in the 1990s. 

8 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar ended the August-October re-
porting period Vi percent higher on a trade-
weighted basis in terms of other Group of 
Ten currencies as measured by the staff of 
the Board of Governors. On balance, the 
dollar declined 1 lA percent against the Ger-
man mark and Vi percent against the Cana-
dian dollar while rising 4lA percent against 
the Japanese yen and 5V2 percent against 
the British pound. 

13 INDUSTRIAL PRODUCTION 

Industrial production decreased 0.7 percent 
in October after having been unchanged in 
September (revised). 

15 ANNOUNCEMENTS 

Schedule for 1990 fees for Federal Reserve 
Bank services. 

Issuance of final orders in enforcement pro-
ceedings. 

Proposed revisions to staff commentaries 
on Regulations E and Z. 

Proposal for transition capital standards for 
state member banks and bank holding com-
panies through 1990. 

Change in the database used for compiling 
the statistical appendix to the Bulletin. 

Erratum item for Bulletin chart. 

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 October 3, 1989, the 
Committee adopted a directive that called 
for maintaining the current degree of pres-
sure on reserve positions and that provided 
for giving particular weight to potential de-
velopments that might require some slight 
easing during the intermeeting period. Ac-
cordingly, slightly greater reserve restraint 
might be acceptable during the intermeeting 
period, while some slight lessening of re-
serve restraint would be acceptable, de-
pending on progress toward price stability, 
the strength of the business expansion, the 
behavior of the monetary aggregates, and 
developments in foreign exchange and do-
mestic financial markets. The reserve con-
ditions contemplated by the Committee 
were expected to be consistent with growth 
of M2 and M3 at annual rates of around 6V2 
percent and 4V2 percent respectively over 
the three-month period from September to 
December. The intermeeting range for the 
federal funds rate, which provides one 
mechanism for initiating consultation of the 
Committee when its boundaries are persis-
tently exceeded, was left unchanged at 7 to 
11 percent. 

23 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 
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39 THE ACTIVITIES OF JAPANESE BANKS 
IN THE UNITED KINGDOM AND IN THE 
UNITED STATES, 1980-88 

A large proportion of the international as-
sets of Japanese banks are at their branches 
in the United Kingdom and their agency 
and branch offices in the United States. 
This article focuses on the activities of 
Japanese banks in these two centers. 

51 INDUSTRIAL PRODUCTION 

Industrial production edged up in Novem-
ber after revised declines of 0.6 percent in 
October and 0.3 percent in September. 

53 ANNOUNCEMENTS 

Statement by Chairman Greenspan on the 
nomination of David Mullins. 

Amendments to Regulation B. 

Amendments to Regulation C. 

Decrease in the net transaction accounts to 
which a 3 percent reserve requirement will 
apply in 1990. 

Proposed revisions to the staff commentary 
on Regulation B; proposed amendments to 
Regulation CC; proposed modifications to 
the notice of nonpayment service; proposed 
preemption determination regarding a Cali-
fornia law; proposal to revoke current ex-
emptions from Regulation C granted to in-
stitutions in Massachusetts, Connecticut, 
and New Jersey; proposed transition capital 
standards for state member banks and bank 
holding companies through the end of 1990. 

55 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 14, 1989, the 
Committee adopted a directive that called 
for maintaining the existing degree of pres-
sure on reserve positions and that provided 
for giving greater weight to developments 
that might require some slight easing during 
the intermeeting period. Accordingly, 
slightly greater reserve restraint might be 
acceptable during the intermeeting period, 
while some slight easing of reserve restraint 
would be acceptable, depending on prog-
ress toward price stability, the strength of 
the business expansion, the behavior of the 
monetary aggregates, and developments in 
foreign exchange and domestic financial 
markets. The reserve conditions contem-
plated by the Committee were expected to 
be consistent with growth of M2 and M3 at 
annual rates of around IVi percent and 4'/2 
percent respectively over the three-month 
period from September to December. The 
intermeeting range for the federal funds rate 
was left unchanged at 7 to 11 percent. 

61 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
December 27, 1989. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 
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107 MONETARY POLICY REPORT TO THE 
CONGRESS 

Although growth was slower than in the 
preceding two years, the U.S. economy 
recorded its seventh consecutive year of 
expansion in 1989, including the creation of 
2Vi million jobs. Also, the trade and current 
account deficits shrank further, and the rate 
of inflation was lower than many analysts 
had predicted. 

120 STAFF STUDIES 

In "New Data on the Performance of Non-
bank Subsidiaries of Bank Holding Compa-
nies," the authors use 1986 and 1987 data 
from a new reporting system to examine the 
extent of the involvement of bank holding 
companies in nonbank activities and the 
profitability and riskiness of the nonbank 
subsidiaries. 

122 INDUSTRIAL PRODUCTION 

Industrial production rose 0.4 percent in 
December after an increase of 0.3 percent 
(revised) in November. 

124 STATEMENTS TO CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors of the Federal Reserve System, an-
alyzes the long-run implications of foreign 
investment in the United States, before the 
House Committee on Ways and Means, 
January 25, 1990. 

128 Chairman Greenspan discusses the current 
state of the economy and says that the 
imbalances and dislocations that are evi-
dent probably do not suggest anything more 
than a temporary hesitation in the continu-
ing expansion of the economy, before the 

Joint Economic Committee of the Con-
gress, January 30, 1990. 

The following statements by four Federal 
Reserve Bank Presidents support House 
Joint Resolution 409, which directs the Fed-
eral Reserve to achieve price stability 
within five years. These statements were 
presented before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance and Urban 
Affairs on February 6, 1990. 

132 E. Gerald Corrigan, President, Federal Re-
serve Bank of New York, says that the U.S. 
economy would perform better, U.S. citi-
zens would be better off, and the interna-
tional competitiveness of the United States 
would improve in a setting in which the 
goals of this resolution were achieved. 

135 W. Lee Hoskins, President, Federal Re-
serve Bank of Cleveland, says that this 
resolution wisely directs the Federal Re-
serve to place price stability above other 
economic goals because price stability is 
the most important contribution the Federal 
Reserve can make to achieve full employ-
ment and maximum sustainable growth. 

142 Robert P. Black, President, Federal Re-
serve Bank of Richmond, says that passage 
of the resolution by the Congress would 
significantly improve the overall framework 
in which monetary policy is conducted and 
increase the chances of achieving price sta-
bility and steady economic growth in the 
years ahead. 

146 Robert T. Parry, President, Federal Re-
serve Bank of San Francisco, says that 
Federal Reserve officials have made it clear 
that achieving price stability is the long-
term goal of the System and that H.J. Res. 
409 would assist the Federal Reserve in 
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pursuing a credible and consistent anti-in-
flation policy by providing a statement from 
the Congress that the Federal Reserve 
should focus primarily on achieving that 
one attainable goal within a specified period 
of time. 

151 ANNOUNCEMENTS 

New members named to Consumer Advis-
ory Council. 

New members named to Thrift Institutions 
Advisory Council. 

Preliminary figures available on income and 
expenses of the Federal Reserve Banks. 

Revised list of OTC stocks subject to mar-
gin regulations now available. 

Change in Board staff. 

155 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
January 29, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A90 BOARD OF GOVERNORS AND STAFF 

A92 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A94 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A96 INDEX TO STATISTICAL TABLES 

A98 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A99 MAP OF FEDERAL RESERVE SYSTEM 
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187 INDUSTRIAL PRODUCTION: 1989 
DEVELOPMENTS AND HISTORICAL 
REVISION 

The Federal Reserve Board has completed 
the first comprehensive revision since 1985 
of its index of industrial production, which 
now uses 1987 instead of 1977 as its refer-
ence period. This article reviews the recent 
performance of the industrial sector in light 
of the new data; presents highlights of the 
revision; and discusses areas in which the 
new estimates have shown changes in in-
dustrial production trends over the past 
thirteen years. 

205 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

In the period from November 1989 through 
January 1990, the dollar declined on bal-
ance against the mark and other European 
currencies, moving down 8V2 percent, 7lA 
percent, and 6 percent respectively against 
the German mark, Swiss franc, and British 
pound. It rose about 1 percent against both 
the yen and the Canadian dollar. On a 
trade-weighted basis, as measured by the 
staff of the Board of Governors, the dollar 
declined 53A percent. 

209 INDUSTRIAL PRODUCTION 

Industrial production fell 1.2 percent in Jan-
uary after an increase of 0.2 percent (re-
vised) in December. 

211 STATEMENTS TO THE CONGRESS 

Wayne D. Angell, Member, Board of Gov-
ernors, discusses issues related to the se-
curity of electronic funds transfer systems 
for large-dollar value transactions, before 
the Subcommittee on Telecommunications 

and Finance of the House Committee on 
Energy and Commerce, February 21, 1990. 

215 Alan Greenspan, Chairman, Board of Gov-
ernors, in conjunction with the Monetary 
Policy Report to the Congress, discusses 
monetary policy actions and plans in the 
context of both the current and projected 
state of the economy and longer-term ob-
jectives and the strategy for achieving 
them; he also addresses some issues raised 
by the increasingly international character 
of financial markets, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, February 22, 1990. (Chairman 
Greenspan presented similar testimony be-
fore the Subcommittee on Domestic Mone-
tary Policy of the House Committee on 
Banking, Finance and Urban Affairs, Feb-
ruary 20, 1990.) 

222 Chairman Greenspan discusses recent pro-
posals to return social security to a pay-
as-you-go basis and to move its finances off 
budget and says that he is concerned that 
these proposals, if enacted, would hamper 
the efforts needed to meet our longer-term 
fiscal responsibilities and to provide for the 
needs of an aging population in a way that is 
equitable across generations, before the 
Senate Committee on Finance, February 
27, 1990. 

226 Chairman Greenspan reviews some of the 
main themes of the Monetary Policy Report 
to the Congress and some specific budget-
ary issues, including the proposal to return 
the social security system to a pay-as-you-
go basis or to move social security off 
budget, and says that he hopes that the 
Congress will give special attention to the 
long-run needs of the economy in its delib-
erations on the budget, before the House 
Committee on the Budget, February 28, 
1990. 
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231 ANNOUNCEMENTS 

Proposed regulation to set standards for 
appraisals conducted for state member 
banks and bank holding companies in fed-
erally related transactions; proposed regu-
lation providing interim procedures for no-
tifying the Board of changes in senior 
executive officers and directors at bank 
holding companies and state member banks 
that are newly chartered, undercapitalized, 
or in troubled condition. 

annual rates of about 8V2 and 51/2 percent 
respectively over the four-month period 
from November 1989 through March 1990. 
In light of the easing of reserve conditions 
over the course of recent months and the 
further slight easing at this meeting, the 
Committee decided to lower the intermeet-
ing range for the federal funds rate by 1 
percentage point to 6 to 10 percent. 

241 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

Hotline telephone number available for the 
Office of the Inspector General at the Board 
of Governors. 

Changes in Board staff. 

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

233 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 18-19, 1989, 
the Committee adopted a directive that 
called for a slight easing of reserve condi-
tions. In keeping with the Committee's 
usual approach to policy, the conduct of 
open market operations would be subject to 
further adjustment during the intermeeting 
period depending on progress toward price 
stability, the strength of the business expan-
sion, the behavior of the monetary aggre-
gates, and developments in foreign ex-
change and domestic financial markets. On 
the basis of such developments, slightly 
greater or slightly lesser reserve restraint 
would be acceptable during the period 
ahead. The reserve conditions contem-
plated at this meeting were expected to be 
consistent with growth of M2 and M3 at 

Ai FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
February 26, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

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

AH BOARD OF GOVERNORS AND STAFF 
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AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 INDEX TO STATISTICAL TABLES 

A80 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A8i MAP OF FEDERAL RESERVE SYSTEM 
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267 U.S. INTERNATIONAL TRANSACTIONS 
IN 1989 

In 1989, for the second year in a row, the 
U.S. current account deficit narrowed, fall-
ing to $104 billion (excluding capital gains 
and losses). The trade deficit also fell, to 
$113 billion. However, the pace of improve-
ment slowed noticeably during the year. 
The question for the year ahead is whether 
the recent slowing merely interrupts a longer-
term improving trend or signals a more lasting 
reversal of current account adjustment. 

280 THE NONBANK ACTIVITIES OF BANK 
HOLDING COMPANIES 

This article uses 1988 data from two rela-
tively new reporting forms to describe the 
extent of the nonbank activities of bank 
holding companies and the contribution of 
nonbank subsidiaries to the financial condi-
tion of bank holding companies. It also 
provides some historical background on 
these nonbank activities. 

293 THE FEDERAL RESERVE IN THE 
PAYMENTS SYSTEM 

This white paper, which was released on 
March 26, 1990, sets out the Federal Re-
serve's general policy regarding its role in 
the payments system. 

299 INDUSTRIAL PRODUCTION 

Industrial production rose 0.6 percent in 
February after a decline of 1.0 percent 
(revised) in January. 

301 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, reviews the Federal Reserve's role 
in the developments surrounding the recent 
decision of Drexel Burnham Lambert to 

liquidate its operations and offers his views 
on some issues that have emerged from the 
Drexel experience that might merit further 
consideration, before the Subcommittee on 
Economic and Commercial Law of the 
House Committee on the Judiciary, March 
1, 1990. 

304 Wayne D. Angell, Member, Board of Gov-
ernors, discusses the effects of the Expe-
dited Funds Availability Act on depository 
institutions and on their customers, before 
the Subcommittee on Consumer and Regu-
latory Affairs of the Senate Committee on 
Banking, Housing, and Urban Affairs, 
March 1, 1990. 

308 Clyde H. Farnsworth, Jr., Director, Divi-
sion of Federal Reserve Bank Operations, 
comments on proposed legislation related 
to money laundering, before the Subcom-
mittee on Financial Institutions Supervi-
sion, Regulation and Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, March 8, 1990. 

312 Manuel H. Johnson, Vice Chairman, Board 
of Governors, presents the views of the 
Board on the report of the General Ac-
counting Office on the activities of securi-
ties subsidiaries of bank holding companies 
and says that the study concurs in the 
overall initial approach taken by the Board, 
before the Subcommittee on General Over-
sight and Investigations of the House Com-
mittee on Banking, Finance and Urban Af-
fairs, March 19, 1990. 

319 Chairman Greenspan discusses major is-
sues involving the regulation of securities 
markets, including the appropriate level of 
margins for stock index futures and the 
need for federal authority over such mar-
gins, existing impediments to innovation, 
and whether there is a need to modify the 
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existing regulatory system for stocks and 
stock derivatives, before the Subcommittee 
on Securities of the Senate Committee on 
Banking, Housing, and Urban Affairs, 
March 29, 1990. 

324 ANNOUNCEMENTS 

Reappointment of Edward W. Kelley, Jr. as 
a member of the Board of Governors. 
Revisions to the policy statement regarding 
the System's role in the payments mecha-
nism. 
Amendments to Regulation T to accommo-
date the settlement and clearance of trans-
actions in foreign securities and to permit 
marginability of foreign securities at bro-
ker-dealers. 
Revisions to official staff commentaries on 
Regulations B, E, and Z. 
Revisions to the money stock data. 

331 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on February 6-7, 1990, the 
Committee established ranges for growth of 
3 to 7 percent for M2 and 2Vi to 6V2 percent 
for M3, measured from the fourth quarter of 
1989 to the fourth quarter of 1990. A mon-
itoring range for growth of total domestic 
nonfinancial debt was set at 5 to 9 percent. 
In carrying out policy, the Committee indi-
cated that it would continue to evaluate the 
behavior of the monetary aggregates in light 
of progress toward price stability, move-
ments in their velocities, and developments 
in the economy and financial markets. 

With regard to the implementation of 
policy immediately ahead, the Committee 
adopted a directive that called for an un-
changed degree of pressure on reserve po-
sitions. Some firming or some easing of 
reserve conditions would be acceptable 
during the intermeeting period depending 
on progress toward price stability, the 
strength of the business expansion, the be-
havior of the monetary aggregates, and de-

velopments in foreign exchange and domes-
tic financial markets. The reserve 
conditions contemplated by the Committee 
were expected to be consistent with growth 
of M2 and M3 at annual rates of around 7 
and Vh percent respectively over the three-
month period from December to March. 
The members agreed that the intermeeting 
range for the federal funds rate should be 
left unchanged at 6 to 10 percent. 

341 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

395 DIRECTORS OF FEDERAL RESERVE 
BANKS AND BRANCHES 

List of Directors by Federal Reserve Dis-
trict. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as 
of March 28, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

AH BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 INDEX TO STATISTICAL TABLES 

A80 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A8I MAP OF FEDERAL RESERVE SYSTEM 
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411 RECENT DEVELOPMENTS IN 
INDUSTRIAL CAPACITY AND 
UTILIZATION 

The Federal Reserve has revised and re-
structured its estimates of industrial capac-
ity and utilization. This article presents the 
new estimates, reviews capacity develop-
ments by sector, and discusses the evolu-
tion, the methodology, and the new struc-
ture of the measures. 

436 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.7 percent in 
March after having increased 0.8 percent in 
February; industrial capacity utilization in-
creased 0.4 percentage point in March to 
83.3 percent. 

439 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, describes the global environment in 
which U.S. financial firms are likely to be 
operating over the foreseeable future; as-
sesses how well U.S. banks are competing 
in the new globally competitive setting; and 
then discusses some policy implications, 
before the Task Force on the International 
Competitiveness of U.S. Financial Institu-
tions, Subcommittee on Financial Institu-
tions of the House Committee on Banking, 
Finance and Urban Affairs, April 4, 1990. 

444 Manuel H. Johnson, Vice Chairman, Board 
of Governors, presents the views of the 
Board on the implications of the decision of 
the U.S. Court of Appeals upholding the 
Board's order in the Merchants National 
case and says that the Board believes that it 
has correctly interpreted the Bank Holding 
Company Act in the Merchants National 

case in determining that the nonbanking 
restrictions of that act do not apply to the 
direct activities of holding company subsid-
iary banks, before the Subcommittee on 
Financial Institutions Supervision, Regula-
tion and Insurance of the House Committee 
on Banking, Finance and Urban Affairs, 
April 4, 1990. 

448 ANNOUNCEMENTS 

Changes in statistical releases on industrial 
production and capacity utilization. 

Uniform operating hours established for 
Fedwire funds transfer and book-entry se-
curities transfer services. 

Proposed revisions to Regulation P; pro-
posal that the Federal Reserve Banks notify 
by telephone all off-line depository institu-
tions of the receipt of incoming Fedwire 
funds transfers. 

Publication of the 76th Annual Report, 
1989. 

451 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
April 26, 1990. 

A3 Domestic Financial Statistics 

A46 Domestic Nonfinancial Statistics 

A55 International Statistics 
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477 DEVELOPMENTS AFFECTING THE 
PROFITABILITY OF COMMERCIAL 
BANKS 

The profitability of U.S.-chartered insured 
commercial banks declined in 1989 after 
rebounding in 1988 mainly because banks 
increased loss provisions. Despite the de-
cline in profitability, dividends paid as a 
share of assets continued at high levels. 

500 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

In the period from February through April 
1990, the dollar declined less than Vi per-
cent against the mark and more against 
some other European currencies, ending 
the period about 18 percent below its mid-
June 1989 highs against the mark. It rose 10 
percent against the yen to trade nearly 5 
percent above its mid-June 1989 levels. On 
a trade-weighted basis, as measured by the 
staff of the Board of Governors, the dollar 
rose more than 1 percent to end the period 
12V* percent below its highs of mid-June 
1989. 

505 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production fell 0.4 percent in 
April after having increased 0.5 percent in 
March; industrial capacity utilization de-
creased 0.5 percentage point in April to 83.0 
percent. 

507 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, describes the global environment in 
which U.S. financial firms are likely to be 
operating over the foreseeable future; as-
sesses how well U.S. banks are competing 

in the new globally competitive setting; and 
then discusses some policy implications, 
before the Subcommittee on Financial In-
stitutions Supervision, Regulation and In-
surance of the House Committee on Bank-
ing, Finance and Urban Affairs, May 14, 
1990. (Chairman Greenspan presented sim-
ilar testimony before the Task Force on the 
International Competitiveness of U.S. Fi-
nancial Institutions, Subcommittee on Fi-
nancial Institutions Supervision, Regulation 
and Insurance of the House Committee on 
Banking, Finance and Urban Affairs, April 
4, 1990.) 

512 John P. LaWare, Member, Board of Gov-
ernors, reports on the Federal Reserve Sys-
tem's ongoing programs to ensure equal 
access to housing credit and to promote 
private sector reinvestment in low and mod-
erate income communities, before the Sub-
committee on Consumer and Regulatory 
Affairs of the Senate Committee on Bank-
ing, Housing, and Urban Affairs, May 16, 
1990. 

517 Clyde H. Farnsworth, Jr., Director, Divi-
sion of Federal Reserve Bank Operations, 
Board of Governors, comments on pro-
posed legislation related to money launder-
ing and says that the Federal Reserve 
places a high priority on supporting efforts 
to attack the laundering of proceeds from 
illegal activities, before the Senate Commit-
tee on Banking, Housing, and Urban Af-
fairs, May 18, 1990. 

519 Chairman Greenspan discusses issues in-
volving the regulation of securities markets 
and says that some changes to the existing 
regulatory system for financial futures are 
necessary to avoid the prospect that juris-
dictional disputes among regulators will im-
pede innovation in our financial markets, 
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but consolidation of jurisdiction is not nec-
essary to achieve this objective, before the 
Subcommittee on Telecommunications and 
Finance of the House Committee on Energy 
and Commerce, May 24, 1990. 

524 ANNOUNCEMENTS 

Resignation of Manuel H. Johnson as Vice 
Chairman of the Board of Governors. 

Appointment of David W. Mullins, Jr., as a 
member of the Board of Governors. 

Amendments to Regulation CC to amend 
the Expedited Funds Availability Act. 

Extension of public comment period on 
proposed revisions to the bank holding 
company reporting requirements; proposal 
to add non-full-payout leasing to the list of 
permissible activities in Regulation Y. 

Changes in Board staff. 

526 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 27, 1990, the 
Committee adopted a directive that called 
for maintaining the current degree of pres-
sure on reserve positions and that did not 
include any presumption about the likely 
direction of any intermeeting adjustments in 
policy. Accordingly, slightly greater or 
slightly lesser reserve restraint would be 
appropriate during the intermeeting period 
depending on progress toward price stabil-
ity, the strength of the business expansion, 
the behavior of the monetary aggregates, 
and developments in foreign exchange and 
domestic financial markets. The unchanged 
reserve conditions contemplated at this 
meeting were expected to be consistent 
with growth of M2 and M3 at annual rates of 
about 6 percent and 4 percent respectively 
over the three-month period from March 

through June. The intermeeting range for 
the federal funds rate was left unchanged at 
6 to 10 percent. 

535 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

591 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-90 

List of appointive and ex officio members. 

Ai FINANCIAL AND BUSINESS STATISTICS 
These tables reflect data available as of 
May 31, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 INDEX TO STATISTICAL TABLES 

A80 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A81 MAP OF THE FEDERAL RESERVE 
SYSTEM 
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593 RECENT DEVELOPMENTS IN 
CORPORATE FINANCE 

Recent years have seen dramatic changes in 
the financial structure of U.S. nonfinancial 
corporations, in corporate securities mar-
kets, and in corporate financing techniques. 
Many of these changes have been associ-
ated with the wave of mergers, acquisitions, 
and other corporate restructurings during 
the last half of the 1980s. This article ex-
plores restructurings and corporate finan-
cial developments, corporate balance 
sheets and profitability, and the implica-
tions of shifts in the relative importance of 
various debt instruments in financing busi-
ness activity. 

604 MORTGAGE REFINANCING 

This article focuses on mortgage refinanc-
ing, particularly as it is used to tap accumu-
lated home equity. To the extent possible, 
the article draws comparisons between 
those who increase their net borrowing by 
refinancing and those who do so through the 
use of home equity loans. Most of the 
material regarding refinancings presented is 
drawn from a consumer survey sponsored 
by the Federal Reserve Board in mid-1989. 

613 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.6 percent in 
May after no change in April; industrial 
capacity utilization increased 0.3 percent-
age point in May to 83.6 percent. 

615 STATEMENTS TO THE CONGRESS 

John P. LaWare, Member, Board of Gov-
ernors, discusses credit availability to small 
businesses, including concerns that the su-

pervisory or examination process, itself, 
may be contributing to reduced credit for 
certain sectors or regions of the country, 
and says that a slowdown in lending in 
certain markets seems entirely warranted 
given current economic conditions and the 
need for some lenders to strengthen under-
writing standards in light of higher levels of 
loan losses, before the House Committee 
on Small Business, June 6, 1990. 

619 Wayne D. Angell and Edward W. Kelley, 
Jr., Members, Board of Governors, discuss 
and review the Federal Reserve System's 
expenses and budget for 1990, including the 
Board's budget and major initiatives and 
the Reserve Bank budgets and System ini-
tiatives, before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance and Urban 
Affairs, June 14, 1990. 

629 Alan Greenspan, Chairman, Board of Gov-
ernors, discusses the issue of credit avail-
ability and its effects on the health of the 
economy and says that the Federal Reserve 
has found that lenders have tightened their 
standards in certain sectors and locales but 
that there has not been a broad-based 
squeeze on credit, before the Senate Com-
mittee on Banking, Housing, and Urban 
Affairs, June 21, 1990. 

632 William Taylor, Staff Director, Division of 
Banking Supervision and Regulation, Board 
of Governors, reviews the condition of 
Texas banks and their ability to meet the 
existing and potential credit demands of the 
Texas economy and says that there are 
adequately capitalized banks and lending 
institutions in Texas and elsewhere that 
have the capacity to make sound loans for 
economically viable business purposes, in 
Houston, Texas, before the House Commit-
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tee on Banking, Finance and Urban Affairs, 
June 22, 1990. 

638 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 

Amendments to implement changes in the 
Community Reinvestment Act. 

Amendments to Regulations H (Member-
ship of State Banking Institutions in the 
Federal Reserve System) and Y (Bank 
Holding Companies and Change in Bank 
Control) to implement provisions in the 
Financial Institutions Reform, Recovery, 
and Enforcement Act of 1989 regarding real 
estate appraisal standards. 

Comments requested on a proposed revi-
sion and on a proposed amendment to Reg-
ulation Y; comment requested on a pro-
posed revision to the Board's interpretive 
rule regarding investment advisory activi-
ties of bank holding companies. 

639 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
June 28, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

All 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 

A82 INDEX TO STATISTICAL TABLES 

A84 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A85 MAP OF THE FEDERAL RESERVE 
SYSTEM 
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711 MONETAR Y POLICY REPOR T 
TO THE CONGRESS 

On the whole, events in the economy have 
been broadly in line with the projections for 
1990 contained in the February monetary 
policy report. Inflation has been somewhat 
greater on average than most members of 
the Federal Open Market Committee and 
other Reserve Bank presidents expected in 
February; however, this mainly reflected 
the influence of transitory factors early in 
the year, and price increases recently have 
been more moderate. Meanwhile, the econ-
omy has continued to expand, but appar-
ently rather sluggishly overall since the win-
ter. 

726 STAFF STUDIES 

"Banking Markets and the Use of Financial 
Services by Small and Medium-Sized Bus-
inesses" is the first report of findings from 
the National Survey of Small Business Fi-
nances. The authors investigate the range of 
institutions and distances over which small 
and medium-sized firms obtain financial ser-
vices, and they assess the implications of 
the results for the definition of financial 
service markets, a key issue in the antitrust 
analysis of bank mergers and acquisitions. 

728 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.4 percent in 
June after an advance of 0.6 percent in 
May; industrial capacity utilization rose 0.2 
percentage point in June to 83.5 percent. 

731 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors of the Federal Reserve System, dis-

cusses reform of the deposit insurance sys-
tem and expanded activities for banking 
organizations and says that the potential for 
public cost of the deposit insurance obliga-
tion and the erosion of the competitiveness 
of our banking system, both domestically 
and internationally, must be addressed, be-
fore the Senate Committee on Banking, 
Housing, and Urban Affairs, July 12, 1990. 

738 Chairman Greenspan testifies in connection 
with the semiannual Monetary Policy Re-
port to the Congress and discusses the 
current and prospective economic condi-
tions and the Federal Reserve's objectives 
for money and credit growth over the pe-
riod ahead, particularly the ongoing restruc-
turing of credit flows in the U.S. economy 
and the prospects for a significant cut in the 
federal budget deficit, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, July 18, 1990. (Chairman 
Greenspan presented identical testimony 
before the Subcommittee on Domestic 
Monetary Policy of the House Committee 
on Banking, Finance and Urban Affairs, 
July 24, 1990.) 

744 ANNOUNCEMENTS 

Approval of capital to total assets (leverage) 
guidelines and transitional capital standards 
for state member banks and bank holding 
companies. 

Revised List of OTC Margin Stocks now 
available. 

Interpretation of Regulation T. 

Proposal to amend Regulation Y; proposal 
to modify several conditions in the Board's 
orders authorizing limited underwriting and 
dealing in securities by bank holding com-
pany subsidiaries; proposed revisions to 
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Regulation K (International Banking Oper-
ations). 

New publication, Financial Sectors in Open 
Economies: Empirical Analysis and Policy 
Issues, now available. 

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

747 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 15, 1990, the Com-
mittee adopted a directive that called for 
maintaining the existing degree of pressure 
on reserve positions and that did not in-
clude any presumption about the likely di-
rection of adjustments in policy, if any, 
during the intermeeting period. With regard 
to the factors that were important in con-
sidering the need for any intermeeting 
changes in reserve conditions, the Commit-
tee continued to give primary weight to 
those bearing on the inflation outlook. Ac-
cordingly, slightly more or slightly less 
pressure on reserve positions would be ap-
propriate during the period ahead depend-
ing on progress toward price stability, the 
strength of the business expansion, the be-
havior of the monetary aggregates, and de-
velopments in foreign exchange and domes-
tic financial markets. The maintenance of 
steady reserve conditions was expected to 
be consistent with somewhat slower mone-
tary expansion in the current quarter than 
the members had anticipated at the time of 
the March meeting, including growth of M2 
and M3 at annual rates of about 4 and 3 
percent respectively over the three-month 
period ending in June. The intermeeting 

range for the federal funds rate was left 
unchanged at 6 to 10 percent. 

753 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

799 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-90 

List of appointive and ex officio members. 

A i FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
July 27, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A88 BOARD OF GOVERNORS AND STAFF 

A90 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A92 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A94 INDEX TO STATISTICAL TABLES 

A96 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A97 MAP OF THE FEDERAL RESERVE 
SYSTEM 

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

September 1990



Table of Contents 

801 BANKING MARKETS AND THE USE 
OF FINANCIAL SERVICES BY SMALL 
AND MEDIUM-SIZED BUSINESSES 

Although buttressed by recent general em-
pirical evidence and market surveys con-
ducted in specific cases, the definition of 
banking markets has generally relied on 
Supreme Court decisions from the 1960s 
and early 1970s. This article examines evi-
dence from the 1988-89 National Survey of 
Small Business Finances to investigate 
whether the definition derived from those 
decisions remains valid despite the changes 
brought about by the deregulation and fi-
nancial innovation of recent years. 

818 TREASUR Y AND FEDERAL RESER WE 
FOREIGN EXCHANGE OPERATIONS 

On a trade-weighted basis, as measured by 
the staff of the Board of Governors, the 
dollar declined about 6 percent during the 
May-July reporting period. By the close of 
the period, the dollar had declined more 
than 8 percent against the yen and 51/2 
percent against the mark, approaching the 
previous postwar low against the latter cur-
rency. Against sterling, the dollar declined 
12 percent. 

824 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production was unchanged in 
July after having increased 0.4 percent in 
June. Capacity utilization declined 0.2 per-
centage point in July to 83.4 percent. 

827 STATEMENTS TO THE CONGRESS 

John P. La Ware, Member, Board of Gov-
ernors, provides a brief overview of the 
trends and developments in real estate lend-

ing over the past decade, discusses the 
evolution of conditions in real estate mar-
kets and the dimensions of the problems 
they have presented to banks, and ad-
dresses some supervisory considerations 
and the effects of recent actions by banks 
on the availability of bank credit, before the 
House Committee on Banking, Finance and 
Urban Affairs, August 9, 1990. 

831 Henry Terrell, Senior Economist, Board of 
Governors, discusses recent research into 
the activities of U.S. agencies and branches 
of Japanese banks and suggests that the 
growth of activities of Japanese agencies 
and branches has, in large part, been af-
fected by economic and financial factors in 
the United States and Japan, before the 
Task Force on the International Competi-
tiveness of U.S. Financial Institutions, Sub-
committee on Financial Institutions Super-
vision, Regulation and Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, August 2, 1990. 

836 ANNOUNCEMENTS 

Proposal to revise Regulation Y (Bank 
Holding Companies and Change in Bank 
Control). 

Change in Board staff. 

837 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on July 2-3, 1990, the Com-
mittee reviewed the ranges for growth of 
the monetary and debt aggregates that it 
had established in February for 1990 and 
decided on provisional ranges for 1991. For 
1990, the Committee voted to reaffirm the 
range set in February of 3 to 7 percent for 

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

October 1990



M2 and to lower the 1990 range for M3 by 
IV2 percentage points to 1 to 5 percent; the 
monitoring range for total nonfinancial debt 
was maintained at 5 to 9 percent. The 
Committee approved provisional ranges for 
1991 that involved reductions of V2 percent-
age point for M2 and nonfinancial debt from 
the 1990 ranges and no further change in the 
M3 range from the reduced 1990 range. 

With regard to the implementation of 
policy for the period immediately ahead, 
the Committee adopted a directive that 
called for maintaining the existing degree of 
pressure on reserve positions for at least a 
short period after this meeting; subse-
quently, some slight easing of reserve con-
ditions could be implemented unless incom-
ing data on the monetary aggregates and the 
economy evidenced greater strength. The 
directive provided that slightly greater re-
serve restraint might be acceptable during 
the intermeeting period or somewhat lesser 
restraint would be acceptable depending on 
progress toward price stability, the strength 
of the business expansion, the behavior of 
the monetary aggregates, and developments 
in foreign exchange and domestic financial 
markets. The reserve conditions contem-
plated at this meeting were expected to be 
consistent with growth of M2 and M3 at 
annual rates of 3 and 1 percent respectively 
over the three-month period from June to 
September. The intermeeting range for the 

federal funds rate was left unchanged at 6 to 
10 percent. 

847 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
August 29, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A74 BOARD OF GOVERNORS AND STAFF 

A76 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A78 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A80 INDEX TO STATISTICAL TABLES 

A82 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A83 MAP OF THE FEDERAL RESERVE 
SYSTEM 
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891 U.S. EXCHANGE RATE POLICY: 
BRETTON WOODS TO PRESENT 

This article traces U.S. exchange rate pol-
icy through two major exchange rate re-
gimes: the Bretton Woods system of fixed 
exchange rates from December 1958 to 
March 1973 and the present system of man-
aged floating, which began in March 1973. 
The article discusses broad objectives, ap-
proaches, and major episodes in policy dur-
ing each regime. 

909 INDUSTRIAL PRODUCTION 

Industrial production decreased 0.2 percent 
in August after no change in July; industrial 
capacity utilization declined 0.4 percent in 
August to 83.1 percent. 

911 STATEMENTS TO THE CONGRESS 

Wayne D. Angell, Member, Board of Gov-
ernors, discusses regulatory accounting 
standards and capital requirements for de-
pository institutions and focuses in particu-
lar on market value accounting and the 
Federal Reserve's view on how the banking 
agencies might proceed to assess interest 
rate risk for examination and capital ade-
quacy purposes, before the Senate Commit-
tee on Banking, Housing, and Urban Af-
fairs, September 10, 1990. 

917 Alan Greenspan, Chairman, Board of Gov-
ernors of the Federal Reserve System, dis-
cusses deposit insurance reform and says 
that this issue is intimately related to the 
need for legislation to modernize our bank-
ing system in other ways in light of the 
erosion of the competitiveness of our bank-
ing system both domestically and interna-

tionally, before the House Committee on 
Banking, Finance and Urban Affairs, Sep-
tember 13, 1990. 

928 Chairman Greenspan discusses the state of 
the economy and says that it is the respon-
sibility of monetary policy to look through 
the uncertainty of the near term and to 
provide the stable financial environment 
that is consistent with our longer-run objec-
tives, before the Joint Economic Commit-
tee of the U.S. Congress, September 19, 
1990. 

931 ANNOUNCEMENTS 

Amendment to Regulation Z related to 
home equity lines of credit. 

Extension of comment period on proposed 
revisions to Regulation K. 

Revised brochure, A Guide to Business 
Credit for Women, Minorities, and Small 
Businesses. 

Publication of new brochure, Home Mort-
gages: Understanding the Process and 
Your Rights. 

933 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
September 26, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 
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A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A74 BOARD OF GOVERNORS AND STAFF 

A78 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A80 INDEX TO STATISTICAL TABLES 

A82 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A76 FEDERAL OPEN MARKET COMMITTEE A83 MAP OF THE FEDERAL RESERVE 
AND STAFF; ADVISORY COUNCILS SYSTEM 
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985 THE TRANSMISSION CHANNELS OF 
MONETARY POLICY: HOW HAVE 
THEY CHANGED? 

Over the past two decades, important struc-
tural changes in the economy—resulting 
from institutional, regulatory, and techno-
logical developments—may have altered 
the nature and stability of the channels 
through which monetary policy affects the 
level of economic activity in the short run. 
To assess the scope and magnitude of pos-
sible structural changes in the economy that 
may have affected the transmission chan-
nels of monetary policy, this article uses the 
MPS model of the U.S. economy to exam-
ine whether the key links between mone-
tary policy and economic activity appear to 
have changed appreciably over the 1980s. 

1009 THE CURRENT FISCAL SITUATION IN 
STATE AND LOCAL GOVERNMENTS 

The fiscal position of state and local govern-
ments has deteriorated markedly during the 
past several years, with many governments 
confronting potential shortfalls in their op-
erating accounts. This article describes the 
accounts of the state and local sector, dis-
cusses the recent spending requirements 
and revenue weaknesses that have precip-
itated the current budget woes, and gives a 
brief perspective on the outlook. 

1019 INDUSTRIAL PRODUCTION 

Industrial production increased 0.2 percent 
in September after increases (revised) of 0.1 
percent in August and 0.2 percent in July. 
Industrial capacity utilization was un-
changed in September at 83.6 percent. 

1022 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, discusses deposit insurance reform 
and says that the Board believes it is impor-
tant for the Congress to review options 
other than reduced insurance coverage to 
address the root cause of the taxpayer ex-
posure and potential financial market dis-
tortions associated with our present deposit 
insurance and supervisory approaches, be-
fore the Subcommittee on Commerce, Con-
sumer, and Monetary Affairs of the House 
Committee on Monetary Affairs, October 3, 
1990. 

1032 William Taylor, Staff Director, Division of 
Banking Supervision and Regulation, Board 
of Governors, testifies on the role of the 
Federal Reserve in the supervision of for-
eign banks operating in the United States 
and uses the actions taken by the Federal 
Reserve to deal with the problems at the 
Atlanta agency of Banca Nazionale del La-
voro to show how the Federal Reserve's 
authority was used in a particular situation, 
before the House Committee on Banking, 
Finance and Urban Affairs, October 16, 
1990. 

1036 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 

Schedules for 1991 for fees charged by the 
Federal Reserve Banks now available. 

Requirement for notification of "off-line 
banks" of receipt of third-party funds on 
Fed wire. 

Revision of Subpart B of Regulation J gov-
erning funds transfers through Fedwire. 

Proposed technical changes to the Board's 
risk-based capital guidelines; extension of 
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period to receive comments on proposed 
change to the pricing structure for the Fed-
eral Reserve's Interdistrict Transportation 
Service. 

Report, 1983 Survey of Consumer Fi-
nances: Design and Methods, now avail-
able. 

1038 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 21, 1990, the 
Committee adopted a directive that called 
for maintaining unchanged conditions of 
reserve availability, at least initially, in the 
intermeeting period ahead and that pro-
vided for giving emphasis to potential de-
velopments that might require some easing 
during the intermeeting period. Accord-
ingly, slightly greater reserve restraint 
might be acceptable during the intermeeting 
period, while some easing of reserve pres-
sure would be acceptable, depending on 
progress toward price stability, the strength 
of the business expansion, the behavior of 
the monetary aggregates, and developments 
in foreign exchange and domestic financial 
markets. The reserve conditions contem-
plated by the Committee were expected to 
be consistent with somewhat faster near-
term growth in money than the members 
had anticipated earlier, including growth in 
M2 and M3 at annual rates of about 4 and 
2V2 percent respectively over the three-
month period from June to September. The 
intermeeting range for the federal funds rate 
was left unchanged at 6 to 10 percent. 

1045 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS 
STATISTICS 

These tables reflect data available as of 
October 26, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

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

A86 BOARD OF GOVERNORS AND STAFF 

A88 FEDERAL OPEN MARKET 
COMMITTEE AND STAFF; ADVISORY 
COUNCILS 

A90 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A92 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A94 INDEX TO STATISTICAL TABLES 

A96 INDEX TO VOLUME 76 

A109 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

AI 11 MAP OF THE FEDERAL RESERVE 
SYSTEM 
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1 HOUSEHOLD SPENDING AND SAVING: 
MEASUREMENT, TRENDS, AND 
ANALYSIS 

This article introduces the basic framework 
used in the national income accounts of the 
United States to describe the economic 
transactions of the household sector and 
reviews recent trends in household spend-
ing. It also discusses the standard economic 
theories of household spending and saving 
behavior and presents some of the evidence 
that has been brought to bear on the validity 
of those theories. 

18 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the August-October period, the dol-
lar moved generally lower, declining almost 
5 percent on a trade-weighted basis as mea-
sured by the index of the staff of the Board 
of Governors. U.S. authorities did not in-
tervene in the foreign exchange market dur-
ing the period. 

23 INDUSTRIAL PRODUCTION 

Industrial production dropped 0.8 percent 
in October after having grown slowly be-
tween June and September. Industrial ca-
pacity utilization dropped 0.9 percentage 
point in October to 82.6 percent, just above 
its 1967-89 average. 

26 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, discusses the economic implications 
of developments in the Persian Gulf and 
says that the world economy is being pro-
foundly influenced by these developments, 
including their effects on oil markets during 
the past four months, before the House 

Committee on Banking, Finance and Urban 
Affairs, November 28, 1990. 

30 ANNOUNCEMENTS 

Increase in the amount of net transaction 
accounts to which a 3 percent reserve re-
quirement will apply. 

Restructuring of interest rates on borrow-
ings from the discount window for seasonal 
credit. 

Amendments to Regulation Y. 

Proposal to modify the criteria for offering a 
tiered pricing structure in the check collec-
tion service; proposed revisions to the staff 
commentary on Regulation B; proposed 
amendments to Regulations H and Y re-
garding real estate appraisal standards; pro-
posed revisions to the staff commentary on 
Regulation Z. 

32 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 2, 1990, the 
Committee adopted a directive that called 
for maintaining the existing degree of pres-
sure on reserve positions for at least a short 
period after this meeting. It was presumed 
that some slight easing would be imple-
mented later in the intermeeting period, 
assuming passage of a federal budget reso-
lution calling for a degree of fiscal restraint 
comparable to that now being negotiated 
and the absence of major unexpected eco-
nomic or financial developments. After 
such an easing, the directive provided that 
slightly greater reserve restraint might be 
acceptable during the intermeeting period 
or somewhat lesser reserve restraint would 
be acceptable depending on progress 
toward price stability, the strength of the 

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

January 1991



business expansion, the behavior of the 
monetary aggregates, and developments in 
foreign exchange and domestic financial 
markets. The reserve conditions contem-
plated by the Committee were expected to 
be consistent with growth of M2 and M3 at 
annual rates of about 4 and 2 percent re-
spectively over the period from September 
through December. 

41 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
November 28, 1990. 

A3 Domestic Financial Statistics 
A46 International Statistics 
A55 Domestic Nonfinancial Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 INDEX TO STATISTICAL TABLES 

A86 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A87 MAP OF THE FEDERAL RESERVE 
SYSTEM 
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81 CLEARING AND PAYMENT SYSTEMS: 
THE ROLE OF THE CENTRAL BANK 

This article develops a model of the pay-
ment system, with special reference to the 
essential role of the central bank; discusses 
the implications of the public policy and 
supervisory roles of the central bank in the 
payment system; and examines the role of 
the central bank as operator of a large-
value, interbank payment mechanism. 

92 INDUSTRIAL PRODUCTION 

Industrial production fell 1.7 percent in No-
vember after a decline of 0.9 percent in 
October. Industrial capacity utilization 
dropped 1.5 percentage points in November 
to 80.9 percent, its lowest level since May 
1987. 

95 ANNOUNCEMENTS 

Change in the discount rate. 

Reduction in the reserve requirements on 
nonpersonal time deposits and net Eurocur-
rency liabilities. 

Appointment of new members to the Thrift 
Institutions Advisory Council. 

Amendment to Regulation H. 

Proposal to require depository institutions 
that originate or receive commercial auto-
mated clearinghouse (ACH) transactions 
through the Federal Reserve Banks to es-
tablish electronic access to the Reserve 
Banks for ACH services; interim amend-
ments to Regulation CC pending adoption 
of a final rule. 

Changes in Board staff. 

98 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 13, 1990, the 
Committee adopted a directive that called 
for a slight reduction in the degree of pres-
sure on reserve positions. The directive 
also called for giving weight to potential 
developments that might require some 
slight further easing during the intermeeting 
period. Accordingly, slightly greater re-
serve restraint might be acceptable during 
the intermeeting period or somewhat lesser 
reserve restraint would be acceptable de-
pending on progress toward price stability, 
the strength of the business expansion, the 
behavior of the monetary aggregates, and 
developments in foreign exchange and do-
mestic financial markets. The reserve con-
ditions contemplated by the Committee 
were expected to be consistent with growth 
of both M2 and M3 over the period from 
September through December at annual 
rates of about 1 to 2 percent. 

105 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
December 27, 1990. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A7i GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 
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A82 BOARD OF GOVERNORS AND STAFF 

A84 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A86 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A88 INDEX TO STATISTICAL TABLES 

A90 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A9i MAP OF THE FEDERAL RESERVE 
SYSTEM 
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147 MONETARY POLICY REPORT 
TO THE CONGRESS 

Wage and price developments, coupled 
with the drop in oil prices since midautumn, 
have given the Federal Reserve greater lat-
itude in recent months to focus on steps that 
will bring about economic recovery without 
jeopardizing continued progress toward 
price stability. 

165 INDUSTRIAL PRODUCTION 

Industrial production fell 0.6 percent in De-
cember after declines of 1.8 percent and 0.7 
percent (revised) in November and Octo-
ber. Total industrial capacity utilization 
dropped 0.6 percentage point in December 
to 80.4 percent, its lowest level since April 
1987. 

168 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, addresses the nation's economic 
prospects and says that assessing the eco-
nomic outlook is especially daunting at the 
present time and that we must make sure 
that our policies remain consistent with the 
achievement of our economic goals for the 
longer run, before the House Committee on 
the Budget, January 22, 1991. 

172 ANNOUNCEMENTS 

Resignation of Martha R. Seger as a mem-
ber of the Board of Governors. 

Change in the discount rate. 

New members named to Consumer Advis-
ory Council. 

Preliminary figures available on the income 
and expenses of the Federal Reserve 
Banks. 

Proposal to modify the procedures used for 
measuring Fedwire daylight overdrafts; in-
terim common rule to amend the appraisal 
regulations of the federal financial institu-
tions regulatory agencies; proposed amend-
ments to Regulation CC. 

Revised List of Marginable OTC Stocks 
and List of Foreign Margin Stocks now 
available. 

Changes in Board staff. 

Three state banks admitted to membership 
in the Federal Reserve System. 

177 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

A i FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
January 29, 1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 INDEX TO STATISTICAL TABLES 

A86 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A87 MAP OF FEDERAL RESERVE SYSTEM 
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203 ELECTRONIC TRANSFER OF 
GOVERNMENT BENEFITS 

To increase the efficiency and minimize the 
costs of the delivery systems of government 
benefits and to improve the service to ben-
efit recipients, agencies at the federal and 
state levels are actively working toward 
electronic delivery of these payments. This 
article gives an overview of the developing 
interest in EBT among the various parties. 
It describes some of the pilot programs that 
have tested the practicality of electronic 
delivery and reviews issues—including 
those related to the Electronic Fund Trans-
fer Act and the Federal Reserve Board's 
Regulation E—that the implementation of 
EBT programs raises. 

218 PAYMENT OF HOUSEHOLD DEBTS 

The indebtedness of U.S. households grew 
substantially in the decade that ended last 
year. This article (1) reviews various statis-
tics on debt growth, personal bankruptcies, 
and loan delinquency rates that provide 
some aggregate information on the extent to 
which households may be experiencing 
debt payment problems; and (2) examines 
data on late payments by individual borrow-
ers obtained from surveys of households 
conducted for the Federal Reserve by the 
Survey Research Center at the University 
of Michigan. 

230 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar closed the November 1990-Jan-
uary 1991 period down slightly against the 
German mark and up slightly against the 
Japanese yen; on a trade-weighted basis, as 
measured by the staff of the Board of Gov-

ernors, it was about 1 percent below its 
level at the beginning of the period. 

235 INDUSTRIAL PRODUCTION 

Industrial production fell 0.4 percent in Jan-
uary after drops of 1.6 percent and 1.1 
percent (revised) in November and Decem-
ber. Total industrial capacity utilization 
dropped 0.5 percentage point in January to 
79.9 percent, nearly 3 percentage points 
below its level of a year ago. 

238 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, discusses title III of "The Intermar-
ket Coordination Act of 1991" (S. 207) and 
says that this bill addresses important is-
sues affecting the integrity of our financial 
markets and that, in the work on this bill, 
contributions have been made toward bet-
ter understanding of these issues and 
toward strengthening the regulatory sys-
tem, before the Senate Committee on Agri-
culture, Nutrition, and Forestry, February 
7, 1991. 

240 Chairman Greenspan focuses on monetary 
policy and the current situation in the econ-
omy and says that the current downturn in 
business activity may prove shorter and 
shallower than most previous postwar re-
cessions in part because of the reversal of 
the run-up in oil prices and the substantial 
decline in interest rates over the past year 
and a half, before the Senate Committee on 
Banking, Housing, and Urban Affairs, Feb-
ruary 20, 1991. (Chairman Greenspan pre-
sented identical testimony before the Sub-
committee on Domestic Monetary Policy of 
the House Committee on Banking, Finance 
and Urban Affairs, February 21, 1991.) 

246 John P. La Ware, member, Board of Gover-
nors, discusses the proposed "Financial 
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Industry Reform and Capital Enforcement 
Act" (H.R. 192) and says that the bill 
highlights two of the basic problems that 
need to be addressed in reforming the finan-
cial services industry—expanding the activ-
ities that banking organizations are autho-
rized to deliver and developing legislation 
to limit the size of potential taxpayer expo-
sure for deposit insurance in the commer-
cial banking industry—before the Subcom-
mittee on Financial Institutions Super-
vision, Regulation and Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, February 28, 1991. 

250 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 

Amendments to Regulation CC (Availabili-
ty of Funds and Collection of Checks). 

Postponement of new automated clearing-
house fee. 

Effective date of Governor Seger's resigna-
tion. 

Changes in the statistical appendix to the 
Federal Reserve Bulletin. 

Revisions to money stock data. 

256 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 18, 1990, the 
Committee adopted a directive that called 
for an initial slight reduction in the degree of 
pressure on reserve positions and that pro-
vided for giving emphasis to potential de-
velopments that might require some further 
easing later in the intermeeting period. The 
Committee also noted that open market 
operations might need to take account of a 
possible reduction in the discount rate early 
in the intermeeting period. Subsequent to 
the initial easing, somewhat lesser reserve 
restraint would be acceptable, or slightly 
greater reserve restraint might be accept-
able, during the intermeeting period de-
pending on progress toward price stability, 

the strength of the business expansion, the 
behavior of the monetary aggregates, and 
developments in foreign exchange and do-
mestic financial markets. The reserve con-
ditions contemplated by the Committee 
were expected to be consistent with some 
pickup in monetary growth, including ex-
pansion of M2 and M3 at annual rates of 
about 4 and 1 percent respectively over the 
four-month period from November to 
March. 

263 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

284 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-91 

List of appointive and ex officio members. 

Ai FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
February 26, 1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 INDEX TO STATISTICAL TABLES 

A86 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A87 MAP OF FEDERAL RESERVE SYSTEM 
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287 INTERNATIONAL TRANSACTIONS 
IN 1990 

In 1990, for the third year in a row, the U.S. 
current account deficit narrowed, falling 
slightly below $100 billion. The merchan-
dise trade deficit declined despite a sharp 
increase in the value of oil imports, and the 
surplus on other current account items, 
such as services and investment income, 
increased. 

297 INDUSTRIAL PRODUCTION 

Industrial production fell 0.8 percent in 
February after declines of 1.1 percent and 
0.5 percent respectively in December and 
January. Total industrial capacity utiliza-
tion fell 0.8 percentage point in February to 
79.1 percent, its lowest level since late 
1986. 

300 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, discusses some of the most critical 
considerations affecting the outlook for the 
economy and the formulation of monetary 
policy and some budgetary issues, and says 
that it is not yet clear whether further 
adjustments to policy will be required to 
foster an upturn in output and employment, 
before the House Committee on Ways and 
Means, March 6, 1991. 

305 Chairman Greenspan again discusses mon-
etary policy and budgetary issues and says 
that the budget accord, on the whole, pro-
vides a useful framework for conducting 
fiscal policy, including sufficient flexibility 
for specific tax and spending policies to be 
altered to improve economic incentives or 
to reset priorities, before the Joint Eco-

nomic Committee of the Congress, March 
13, 1991. 

311 ANNOUNCEMENTS 

Policy to reduce impediments to lending by 
banks and thrift institutions to creditworthy 
borrowers. 

Revisions to Regulation P. 

Proposed enhancements to certain Federal 
Reserve Bank services and proposed new 
services related to checks not collected 
through the Federal Reserve. 

Changes in Board staff. 

Publication of 77 th Annual Report, 1990. 

Publication of Annual Statistical Digest, 
1980-89. 

313 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on February 5-6, 1991, the 
Committee accepted the ranges for 1991 
that it had established on a tentative basis in 
July 1990. The latter ranges included expan-
sion of 2Vi percent to 6V2 percent for M2 
and 1 percent to 5 percent for M3, measured 
from the fourth quarter of 1990 to the fourth 
quarter of 1991. The monitoring range for 
growth of total domestic nonfinancial debt 
was set at 4V2 percent to 8V2 percent for 
1991. In keeping with the Committee's 
usual procedures under the Humphrey-
Hawkins Act, the ranges would be re-
viewed at midyear, or sooner if deemed 
necessary, in light of the behavior of the 
aggregates and ongoing economic and fi-
nancial developments. 

With regard to the intermeeting period 
ahead, the members adopted a directive 
that called for maintaining the existing de-
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gree of pressure on reserve positions. The 
directive gave special weight to potential 
developments that might require some eas-
ing during the intermeeting period. Accord-
ingly, slightly greater reserve restraint might 
be acceptable during the intermeeting period 
or somewhat lesser reserve restraint would 
be acceptable depending on progress toward 
price stability, the strength of the business 
expansion, the behavior of the monetary 
aggregates, and developments in foreign ex-
change and domestic financial markets. The 
reserve conditions contemplated at this 
meeting were expected to be consistent with 
some pickup in the growth of both M2 and 
M3 to annual rates of around 3V2 percent to 
4 percent over the three-month period from 
December to March. 

323 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

359 DIRECTORS OF FEDERAL RESERVE 
BANKS AND BRANCHES 

List of Directors by Federal Reserve Dis-
trict. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
March 27, 1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

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

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 INDEX TO STATISTICAL TABLES 

A86 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A87 MAP OF FEDERAL RESERVE SYSTEM 
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375 ISSUES IN LABOR SUPPLY 

This article introduces a basic framework 
for analyzing individuals' decisions to sup-
ply labor and uses it to discuss shifts in 
labor supply in the short and the long terms. 
It also looks at the recent slowdown in and 
the prospects for growth in the labor force. 

388 BANK HOLDING COMPANY 
INVESTMENTS FOR 
COMMUNITY DEVELOPMENT 

Since 1971, the Federal Reserve has permit-
ted bank holding companies to invest, un-
der certain guidelines and limitations, in 
projects primarily benefiting economically 
disadvantaged communities. This article ex-
plores the concept of community develop-
ment and examines the mechanisms used 
by bank holding companies to undertake 
community development investment activi-
ties under Regulation Y. 

397 STAFF STUDY SUMMARY 

In " A Review of Corporate Restructuring 
Activity, 1980-90," the author discusses 
the recent developments in corporate re-
structuring activity and places them in the 
context of the merger activity that occurred 
in the 1980s. The study also presents aggre-
gate estimates of merger and acquisition 
activity that form the basis of net equity 
retirements published in the Federal Re-
serve flow of funds accounts. 

398 INDUSTRIAL PRODUCTION 

Industrial production decreased 0.3 percent 
in March after declines of 0.9 percent and 
0.5 percent respectively in February and 
January. Total industrial capacity utiliza-
tion dropped 0.4 percentage point in March 

to 78.7 percent, its lowest level since Sep-
tember 1986, when the rate was 78.6 per-
cent. 

401 STATEMENTS TO THE CONGRESS 

Ellen Maland, Assistant Director, Division 
of Consumer and Community Affairs, 
Board of Governors of the Federal Reserve 
System, addresses issues about the extent 
and manner in which financial institutions 
evaluate the creditworthiness of consumer 
credit cardholders and says that the Board 
believes it would be unwise to place re-
straints on an institution's ability to engage 
in a regional evaluation of its credit card 
portfolio, particularly when increased prob-
lems and risks are identified in that area, 
before the Subcommittee on General Over-
sight and Investigations of the House Com-
mittee on Banking, Finance and Urban Af-
fairs, April 8, 1991. 

405 John P. LaWare, Member, Board of Gov-
ernors, discusses the potential effects on 
consumers of H.R.1505, the Treasury's 
proposed Financial Institutions Safety and 
Consumer Choice Act of 1991, and says 
that the Board generally supports this bill 
because it would result in better and 
cheaper services to consumers and other 
users of financial services, while at the 
same time it would restrict the further ex-
tension of the federal safety net, before the 
Subcommittee on Consumer Affairs and 
Coinage of the House Committee on Bank-
ing, Finance and Urban Affairs, April 10, 
1991. 

411 E. Gerald Corrigan, President, Federal Re-
serve Bank of New York, presents his 
views on the Administration's proposals to 
modify the current restrictions on the abil-
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ity of commercial banks to affiliate with 
both securities firms and commercial enti-
ties and says that it would be a huge mistake 
to eliminate the barriers the Congress has 
constructed between banking and com-
merce, before the Subcommittee on Tele-
communications and Finance of the House 
Committee on Energy and Commerce, 
April 11, 1991. 

423 Alan Greenspan, Chairman, Board of Gov-
ernors, discusses title III of S.207, the Fu-
tures Trading Practices Act of 1991, partic-
ularly those provisions dealing with margins 
on stock index futures and those dealing 
with the exclusivity provisions of the Com-
modity Exchange Act, and says that it is 
important for the Congress to clarify the 
limits of the CEA in a way that permits 
innovation in U.S. financial markets so that 
they can continue to be strong and compet-
itive, before the Senate Committee on 
Banking, Housing, and Urban Affairs, April 
16, 1991. 

425 Richard Syron, President, Federal Reserve 
Bank of Boston, discusses the failure of the 
Rhode Island Share and Deposit Indemnity 
Corporation (RISDIC) in terms of the effect 
of the crisis on individual citizens in Rhode 
Island and on the economy of the state and 
reviews actions taken by the Federal Re-
serve Bank of Boston in response to the 
financial problems of loan and investment 
companies, banks, and credit unions in-
sured by RISDIC, before the Subcommitee 
on General Oversight and Investigations of 
the House Committee on Banking, Finance 
and Urban Affairs, April 17, 1991. 

430 Chairman Greenspan discusses two bank-
ing reform bills, S.543, the Comprehensive 
Deposit Insurance Reform and Taxpayer 
Protection Act of 1991, and S.713, the Trea-
sury's proposed Financial Institutions 
Safety and Consumer Choice Act of 1991, 
and says that the Board strongly supports 
both bills in their approach to deposit insur-
ance and supervisory procedures and simi-

larly strongly supports the thrust of the 
Treasury bill to authorize new activities and 
interstate branching, before the Senate 
Committee on Banking, Housing, and Ur-
ban Affairs, April 23, 1991. 

443 Governor La Ware presents the views of the 
Board on the proposed Fair Trade in Finan-
cial Services Act of 1991 and says that the 
proposed act would replace the U.S. policy 
of national treatment with a policy of recip-
rocal national treatment and that the Fed-
eral Reserve believes strongly that there are 
better ways to encourage other countries to 
open their markets, before the Subcommit-
tee on Economic Stabilization of the House 
Committee on Banking, Finance and Urban 
Affairs, April 24, 1991. 

446 Chairman Greenspan discusses three bank-
ing reform bills, H.R.6, the Deposit Insur-
ance and Regulatory Reform Act of 1991, 
H.R.15, the Depositor Protection Act of 
1991, and H.R.1505, the Treasury's pro-
posed Financial Institutions Safety and 
Consumer Choice Act of 1991, and says 
that modifications of the deposit insurance 
system are necessary, but the Board 
strongly prefers the comprehensive ap-
proach to banking reform that the Treasury 
bill offers, before the Subcommittee on Fi-
nancial Institutions Supervision, Regulation 
and Insurance of the House Committee on 
Banking, Finance and Urban Affairs, April 
30, 1991. 

461 ANNOUNCEMENTS 

Change in the discount rate. 

Revisions to Regulation K. 

Revisions to the official staff commentary 
on Regulation B. 

Revisions to the official staff commentary 
on Regulation Z. 

Availability weekly of a list of institutions 
that have been examined for compliance 
with the Community Reinvestment Act 
(CRA). 
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463 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
April 26, 1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 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 

A82 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A84 INDEX TO STATISTICAL TABLES 

A86 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A87 MAP OF FEDERAL RESERVE SYSTEM 
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505 RECENT DEVELOPMENTS AFFECTING 
THE PROFITABILITY AND PRACTICES 
OF COMMERCIAL BANKS 

In 1990, U.S.-chartered insured commercial 
banks experienced a substantial increase in 
nonperforming loans, their loss provisions 
remained high, and their profitability edged 
down from the already depressed level of 
1989. Loan quality problems last year were 
concentrated in the commercial real estate 
sector and, to a lesser extent, in merger-
related credits to highly leveraged firms. 

528 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

After setting new historical lows against the 
mark in mid-February, the dollar re-
bounded strongly during the February-
April period to close up on balance by more 
than 15 percent against the mark and nearly 
4 percent against the yen. 

534 DIFFUSION INDEXES OF INDUSTRIAL 
PRODUCTION 

Beginning July 1991, the Federal Reserve 
will resume publication of diffusion indexes 
of industrial production in its monthly sta-
tistical release, Industrial Production and 
Capacity Utilization. Output changes in the 
250 series that constitute the total industrial 
production index form the basis for calcu-
lation of the diffusion indexes. 

537 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production edged up 0.1 percent 
in April, based on preliminary estimates, 
after having fallen a downward revised 0.6 
percent in March. Total industrial capacity 

utilization decreased 0.2 percentage point 
to 78.3 percent. 

539 STATEMENTS TO THE CONGRESS 

Richard F. Syron, President, Federal Re-
serve Bank of Boston, discusses current 
questions about the availability of credit, 
particularly how developments in the finan-
cial and real sectors of the economy led to 
restricted credit availability and why the 
situation has been particularly acute in New 
England, before the Subcommittee on Do-
mestic Monetary Policy of the House Com-
mittee on Banking, Finance and Urban Af-
fairs, May 8, 1991. 

543 Silas Keehn, President, Federal Reserve 
Bank of Chicago, gives his views on the 
recent trends in credit availablility and says 
that any specific legislative initiatives to 
deal with the credit restraint in an attempt 
to override the market process would seem 
ill-advised and would probably result in 
unintended distortions, before the Subcom-
mittee on Domestic Monetary Policy of the 
House Committee on Banking, Finance and 
Urban Affairs, May 8, 1991. 

546 Robert D. McTeer, Jr., President, Federal 
Reserve Bank of Dallas, discusses credit 
conditions in the Eleventh Federal Reserve 
District and says that despite the contrac-
tion in credit in that District for the past 
four years, an economic recovery began in 
1987 and continued modestly through last 
year and into this year, before the Subcom-
mittee on Domestic Monetary Policy of the 
House Committee on Banking, Finance and 
Urban Affairs, May 8, 1991. 

549 John P. LaWare, Member, Board of Gov-
ernors, discusses the economic implications 
of the so-called too-big-to-fail doctrine and 
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proposed legislation dealing with this issue 
and says that the Board urges the Congress 
to view the too-big-to-fail doctrine as one 
element of a very complex set of problems that 
need to be attacked on several fronts, before 
the Subcommittee on Economic Stabilization 
of the House Committee on Banking, Finance 
and Urban Aflfairs, May 9, 1991. 

555 E. Gerald Corrigan, President, Federal Re-
serve Bank of New York, discusses certain 
aspects of the ongoing efforts to reform and 
modernize the banking and financial system 
of the United States and repeats his strong 
opposition to arrangements that would per-
mit commercial firms to control banking 
institutions, before the Senate Committee 
on Banking, Housing, and Urban Affairs, 
May 15, 1991. 

565 Alan Greenspan, Chairman, Board of Gov-
ernors, discusses the low level of saving in 
the United States and says that inadequate 
domestic saving is impairing our economic 
prospects for the longer run and that sub-
stantial reductions in the federal budget 
deficit are still the surest way to overcome 
the shortage of domestic saving and, thus, 
to increase permanently the supply of do-
mestic funds available for investment, be-
fore the Senate Committee on Finance, 
May 16, 1991. 

569 William Taylor, Staff Director, Division of 
Banking Supervision and Regulation, Board 
of Governors, testifies about the experience 
of the Federal Reserve System with the 
Bank of Credit and Commerce International 
(BCCI), including some of the efforts under-
taken by the Federal Reserve to investigate 
the relationship between the BCCI and First 
American Bankshares and the steps that the 
Federal Reserve is taking to strengthen the 
supervision of foreign banks in light of this 
experience, before the Subcommittee on 
Consumer and Regulatory Affairs of the Sen-
ate Committee on Banking, Housing, and 
Urban Aflfairs, May 23, 1991. 

572 J. Virgil Mattingly, Jr., General Counsel, 
Board of Governors, describes the Federal 

Reserve's experience with the BCCI and 
expresses the Federal Reserve's support for 
S.1019, the Foreign Bank Supervision En-
hancement Act, and says that as a result of 
the BCCI matter and other recent foreign 
bank supervisory problems, the Board de-
termined that improvements in the existing 
statutory framework governing foreign 
bank operations in this country were 
needed and recommended the legislation 
being considered to build upon, and com-
plement, the existing supervisory structure 
to fill those regulatory gaps that experience 
has demonstrated exist, before the Subcom-
mittee on Consumer and Regulatory Aflfairs 
of the Senate Committee on Banking, 
Housing, and Urban Aflfairs, May 23, 1991. 

582 The Board of Governors comments on H.R.6 
and H.R.447 dealing with truth in savings and 
says that account holders should have ade-
quate information on which to make informed 
saving decisions; however, because the imple-
mentation of the proposed legislation will re-
quire a set of complex rules, the law should be 
carefully tailored to ensure that compliance 
costs are minimized and that regulatory bur-
dens do not lead institutions to discontinue 
products or decide not to develop new prod-
ucts, before the Subcommittee on Consumer 
Aflfairs and Coinage of the House Committee 
on Banking, Finance and Urban Aflfairs, May 
30, 1991. 

585 Stephen C. Schemering, Deputy Associate 
Director, Division of Banking Supervision 
and Regulation, Board of Governors, re-
views the Federal Reserve's administration 
of its discount window activities with re-
spect to the Madison National Bank and 
says that the loans to Madison National 
Bank were made consistent with the Fed-
eral Reserve's overall policy governing dis-
count window lending, before the House 
Committee on Banking, Finance and Urban 
Aflfairs, May 31, 1991. 

587 ANNOUNCEMENTS 

Statement by Chairman Greenspan on the 
resignation of Karl Otto Poehl as President 
of the Deutsche Bundesbank. 
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Nominations sought for members of the 
Consumer Advisory Council. 

Meeting of the Consumer Advisory Coun-
cil. 

Modifications to the criteria for offering a 
tiered pricing structure in the check collec-
tion service. 

589 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 26, 1991, the 
Committee adopted a directive that called 
for maintaining the existing degree of pres-
sure on reserve positions. The members 
noted that they preferred or could accept a 
directive that did not include a presumption 
about the likely direction of any intermeet-
ing adjustments in policy. Accordingly, the 
Committee decided that somewhat greater 
reserve restraint or somewhat lesser re-
serve restraint might be acceptable during 
the period ahead depending on progress 
toward price stability, trends in economic 
activity, the behavior of the monetary ag-
gregates, and developments in foreign ex-
change and domestic financial markets. The 
reserve conditions contemplated at this 
meeting were expected to be consistent 
with some reduction in the growth of M2 
and M3 from their recent pace to annual 
rates of around 5Vz and 3V2 percent respec-

tively over the three-month period from 
March through June. 

595 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
May 29, 1991. 

A3 Domestic Financial Statistic^ 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

AH BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 INDEX TO STATISTICAL TABLES 

A80 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A81 MAP OF FEDERAL RESERVE SYSTEM 
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625 A METHOD FOR EVALUATING 
INTEREST RATE RISK IN U.S. 
COMMERCIAL BANKS 

Staff members of the Federal Reserve are 
investigating a possible supervisory ap-
proach to assessing the interest rate risk of 
commercial banks. Once fully developed 
and field tested, the approach under consid-
eration could supplement existing examina-
tion procedures and provide an additional 
off-site monitoring tool for understanding 
potential exposures to interest rate changes. 
Institutions identified as having high expo-
sures to interest rate risk would be more 
likely to receive detailed reviews concerning 
such risk, and examiners would continue to 
apply significant flexibility in their consider-
ation of the conditions at each bank. 

638 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production increased 0.5 percent 
in May, after an upward revised gain of 0.3 
percent in April. Total industrial capacity 
utilization in May increased 0.2 percentage 
point to 78.7 percent after a revised in-
crease of 0.1 percent in April. 

641 STATEMENTS TO THE CONGRESS 

The Board of Governors submits testimony 
discussing the issues of lender liability un-
der the Comprehensive Environmental Re-
sponse, Compensation, and Liability Act of 
1980 (CERCLA) in connection with pro-
posed legislation, H.R. 14550 and S.651, to 
deal with the issues, and says that it be-
lieves that the environmental goals of 
CERCLA will be furthered by the provi-
sions of these bills, before the House Com-
mittee on Banking, Finance and Urban 
Affairs, June 6, 1991. 

644 Alan Greenspan, Chairman, Board of Gov-
ernors, testifies in support of the Foreign 
Bank Supervision Enhancement Act, which 
is designed to strengthen the supervision 
and regulation of foreign banks operating in 
the United States, and on section 231 of the 
Financial Institutions Safety and Consumer 
Choice Act of 1991 (H.R. 15015), which 
deals with proposed restrictions on activi-
ties of foreign banks in the United States, 
and says that the Foreign Bank Supervision 
Enhancement Act would achieve an appro-
priate level of supervision of foreign banks 
without the negative side effects of some of 
the requirements of section 231, before the 
House Committee on Banking, Finance and 
Urban Affairs, June 11, 1991. 

651 Edward W. Kelley, Jr., Member, Board of 
Governors, discusses lender liability under 
CERCLA and the solutions to this problem 
proposed by S.651, and says that it is in the 
interests of the financial and environmental 
communities to find a balanced solution to 
the lender liability issue and that the envi-
ronmental goals of CERCLA will be fur-
thered by S.651, before the Senate Commit-
tee on Banking, Housing, and Urban 
Affairs, June 12, 1991. 

654 John P. LaWare, Member, Board of Gov-
ernors, gives the views of the Board regard-
ing possible amendments to the Govern-
ment Securities Act of 1986 and says that 
the Treasury's current authority to write 
the rules in the market for government 
securities should be extended beyond the 
sunset date, before the Subcommittee on 
Securities of the Senate Committee on 
Banking, Housing, and Urban Affairs, 
June 12, 1991. 

657 Alan Greenspan, Chairman, Board of Gov-
ernors, discusses U.S. international com-
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petitiveness and says that the ultimate test 
of the country's competitiveness is what is 
happening to the standard of living of U.S. 
citizens over time, before the House Com-
mittee on Ways and Means, June 18, 1991. 

660 David W. Mullins, Jr., Member, Board of 
Governors, and nominee to serve as Vice 
Chairman, reviews the basic goals of the 
Federal Reserve in its two major areas of 
activity, monetary policy and financial regu-
lation, before the Senate Committee on 
Banking, Housing, and Urban Affairs, 
June 18, 1991. 

663 ANNOUNCEMENTS 

Adoption of new procedures for state banks 
to follow regarding the public's access to 
Community Reinvestment Act Performance 
Evaluations and ratings. 

Requirement that all depository institutions 
that originate or receive commercial auto-
mated clearinghouse (ACH) transactions 
through the Federal Reserve Banks estab-
lish electronic access to the Reserve Banks 
for ACH services. 

Change in Board staff. 

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

665 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 

Ai FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
June 26, 1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 GUIDE TO TABULAR PRESENTATION, 
STATISTICAL RELEASES, AND SPECIAL 
TABLES 

A84 BOARD OF GOVERNORS AND STAFF 

A86 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A88 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A90 INDEX TO STATISTICAL TABLES 

A92 FEDERAL RESERVE BANKS, 
BRANCHES, AND OFFICES 

A93 MAP OF FEDERAL RESERVE SYSTEM 
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685 MONETARY POLICY REPORT 
TO THE CONGRESS 

Economic activity contracted appreciably 
this past fall and winter, and the downward 
momentum in activity carried into the early 
part of 1991. However, much of the nega-
tive impetus to activity was reversed by the 
cumulative drop in oil prices that occurred 
between October and February and by the 
boost in confidence that accompanied the 
swift and successful conclusion of the Per-
sian Gulf war. These events, combined with 
a considerable easing of monetary policy, 
set the stage for a recovery, and a few 
sectors actually hit bottom quite early in the 
year. Recently, further evidence has 
emerged to indicate that economic activity, 
in the aggregate, stabilized or began to 
move up during the second quarter of the 
year. 

703 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.7 percent in 
June, after upward revised gains of 0.7 
percent in May and 0.5 percent in April. 
Total industrial capacity utilization in-
creased 0.3 percentage point in June to 79.3 
percent after an increase of 0.4 percentage 
point in May. 

706 STATEMENTS TO THE CONGRESS 

Oliver Ireland, Associate General Counsel, 
Legal Division, Board of Governors of the 
Federal Reserve System, discusses the is-
sues of lender liability under the Compre-
hensive Environmental Response, Com-
pensation, and Liability Act of 1980 
(CERCLA) and says that as an initial matter 
the Board supports the purposes of CER-
CLA but is concerned over the effect of 

recent court interpretations that have held 
lenders liable for the cost of cleanup of 
hazardous substances found on a borrow-
er's property and believes that the imposi-
tion of cleanup liability on lenders is coun-
terproductive to long-term environmental 
goals and is contributing to an unnecessary 
and unwarranted constriction of credit 
availability to a wide range of otherwise 
creditworthy borrowers, before the Sub-
committee on Policy Research and Insur-
ance of the House Committee on Banking, 
Finance and Urban Affairs, July 10, 1991. 

709 Alan Greenspan, Chairman, Board of Gov-
ernors, presents the midyear Monetary Pol-
icy Report to the Congress and focuses on 
current economic and financial conditions 
as well as the outlook for the economy and 
monetary policy over the coming year and a 
half; he also discusses the importance of 
changes in patterns of credit usage and 
flows of money and credit through the fi-
nancial system in light of what could be 
significant departures from the trends prev-
alent in the 1980s, before the House Com-
mittee on Banking, Finance and Urban Af-
fairs, July 16, 1991. 

715 Wayne D. Angell and Edward W. Kelley, 
Jr., Members, Board of Governors, discuss 
and review the Federal Reserve System's 
expenses and its budget for 1991 and the 
budgets of the Reserve Banks and say that 
the increase in the Federal Reserve Sys-
tem's expenses is projected to average 5.3 
percent at an annual rate from 1986 through 
the 1991 budget and that the Reserve 
Banks' increase in expenses from 1989 to 
1990 was only 4.2 percent because actual 
1990 expenses were lower than budgeted, 
before the Subcommittee on Domestic 
Monetary Policy of the House Committee 
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on Banking, Finance and Urban Affairs, 
July 18 1991. 

722 Brent L. Bowen, Inspector General, Board 
of Governors, provides a brief review of the 
points made in the June 7,1991, assessment 
of Governor Angell's report entitled "Sys-
tem and Procedures for Financial Supervi-
sion and Control" to determine any partic-
ular weaknesses or strengths in the 
System's design for auditing and controlling 
its own financial operations and also out-
lines plans for examining the Board's sys-
tems of oversight and supervision of the 
Federal Reserve Banks, before the Sub-
committee on Domestic Monetary Policy of 
the House Committee on Banking, Finance 
and Urban Affairs, July 18, 1991. 

724 The Board of Governors presents its views 
on the proposed Fair Trade in Financial 
Services Act of 1991 and says that while the 
Board shares the objectives of this pro-
posed legislation to encourage other coun-
tries to liberalize their financial markets, the 
legislation itself is unwarranted and would 
have unfortunate consequences in that it 
rejects the policy of national treatment, a 
policy that has been fundamental to the 
U.S. approach to the international opera-
tions of financial organizations and that 
should be preserved, before the House 
Committee on Ways and Means, July 29, 
1991. 

726 Franklin D. Dreyer, Senior Vice President, 
Supervision and Regulation and Loans, 
Federal Reserve Bank of Chicago, dis-
cusses asset securitization as it relates to 
financial institutions and says that staff 
members at the Federal Reserve have been 
carefully reviewing securitization to ensure 
that this process will not pose undue risk for 
depository institutions and their holding 
companies, before the Subcommittee on 
Policy Research and Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, July 31, 1991. 

732 ANNOUNCEMENTS 

Recess appointment of Alan Greenspan as 
Chairman of the Board of Governors. 

Appointment of David W. Mullins, Jr., as 
Vice Chairman of the Board of Governors. 

Revised Lists of OTC Margin Stocks and 
Foreign Margin Stocks now available. 

Errata in charts for the Federal Reserve 
Bulletin and in an entry in the 77th Annual 
Report, 1990 of the Board of Governors. 

Proposed definition of highly leveraged 
transactions. 

Changes in Board staff. 

735 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 14, 1991, the Com-
mittee indicated that it favored a directive 
that called for maintaining the existing de-
gree of pressure on reserve positions. The 
members also noted that they preferred or 
could accept a directive that did not include 
a presumption about the likely direction of 
any intermeeting adjustments in policy. Ac-
cordingly, the Committee decided that 
somewhat greater reserve restraint or 
somewhat lesser reserve restraint might be 
acceptable during the period ahead depend-
ing on progress toward price stability, 
trends in economic activity, the behavior of 
the monetary aggregates, and developments 
in foreign exchange and domestic financial 
markets. The reserve conditions contem-
plated at this meeting were expected to be 
consistent with growth of M2 and M3 at 
annual rates of around 4 and 2 percent 
respectively over the three-month period 
from March through June. 

741 LEGAL DEVELOPMENTS 

Various bank holding company, bank ser-
vice corporation, and bank merger orders; 
and pending cases. 
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769 PROGRESS TOWARD A EUROPEAN 
MONETARY UNION 

Negotiations are currently under way among 
member states of the European Community to 
define the legal provisions necessary to estab-
lish economic and monetary union (EMU) 
and, in parallel, a political union. This article 
reviews the progress to date toward EMU. It 
provides historical background to the current 
move, presents the progress of the negotiations, 
and outlines the likely prospects and conse-
quences of EMU for international relations and 
for the United States. 

784 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

Over the three-month period from May through 
July, the dollar rose about 2 percent against the 
mark, about 1 percent against the yen, and just 
under 1 percent on a trade-weighted basis. 

789 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.5 percent in July, 
the fourth consecutive month of significant 
increases. Total industrial capacity utilization 
increased 0.2 percentage point in July to 
79.7 percent, 1.3 percentage points above its 
trough in March. 

791 STATEMENT TO THE CONGRESS 

J. Virgil Mattingly, Jr., General Counsel, and 
William Taylor, Staff Director, Division of 
Banking Supervision and Regulation, Board of 
Governors, describe recent developments in 
the case of Bank of Credit and Commerce 
International, S. A. and its affiliates, including 
a summary of events leading to the seizure of 
the bank's assets and the effect of BCCI's 
seizure on two U.S. banking organizations, 
First American Bankshares of Washington, 

D.C. , and Independence Bank, Encino, Cali-
fornia, before the Subcommittee on Terrorism, 
Narcotics and International Communications 
of the Senate Committee on Foreign Relations, 
August 1, 1991. 

799 ANNOUNCEMENTS 

Extension of comment period on proposed 
definition of highly leveraged transactions. 

Change in Board staff. 

800 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on July 2-3 ,1991, the Committee 
reaffirmed the ranges that it had set in February 
for growth in the monetary and debt aggregates 
in 1991, and it established on a provisional 
basis ranges for growth in those measures in 
1992. The ranges for this year included growth 
of 2 Vi to 6V2 percent for M 2 , 1 to 5 percent for 
M3, and a monitoring range of 4Vi to 8V2 per-
cent for total domestic nonfinancial debt for the 
period from the fourth quarter of 1990 to the 
fourth quarter of 1991. On a tentative basis, the 
Committee voted to extend each of these ranges 
to 1992, measured from the fourth quarter of 
1991 to the fourth quarter of 1992. 

For the intermeeting period ahead, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
intermeeting adjustments in policy. Accord-
ingly, the Committee decided that somewhat 
greater reserve restraint or somewhat lesser 
reserve restraint might be acceptable during the 
period ahead depending on progress toward 
price stability, trends in economic activity, the 
behavior of the monetary aggregates, and 
developments in foreign exchange and domestic 
financial markets. The reserve conditions 
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contemplated at this meeting were expected to 
be consistent with some increase in the growth 
of M2 and M3 to annual rates of around 
5V2 percent and 3 percent respectively over 
the three-month period from June through 
September. 

809 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

844 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL RESERVE 
SYSTEM, 1913-91 

List of appointive and ex officio members. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
August 28,1991. 

A3 Domestic Financial Statistics 
A46 Domestic Nonfinancial Statistics 
A55 International Statistics 

A71 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 

A82 INDEX TO STATISTICAL TABLES 

A84 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A85 MAP OF THE FEDERAL RESERVE SYSTEM 
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847 A PRIMER ON THE SETTLEMENT OF 
PAYMENTS IN THE UNITED STATES 

This article examines the concept of settlement 
as it applies to payments in the United States 
and describes the settlement process for large-
value transfer systems. The examination takes 
place in the context of increased public policy 
attention to the importance of a sound payment 
system, which can be measured by the certainty 
that payments will settle on schedule, for 
the efficient operation of a modern market 
economy. 

859 HOME MORTGAGE DISCLOSURE ACT: 
EXPANDED DATA ON RESIDENTIAL 
LENDING 

This article gives an overview of the reporting 
system required under the Home Mortgage 
Disclosure Act (HMDA) in light of recent 
changes in HMDA that have substantially 
increased the type and amount of information 
available about residential lending, beginning 
with data for 1990. It presents some preliminary 
numbers drawn from nationwide aggregates of 
the 1990 data and sounds some cautions about 
limitations of the data. It also discusses potential 
uses of the data and looks at a new area now 
covered by HMDA—sales of home loans to the 
secondary mortgage market. 

882 INDUSTRIAL PRODUCTION AND CAPACITY 
UTILIZATION 

Industrial production rose 0.3 percent in 
August, after increases of 0.6 percent in July 
and 0.8 percent in June, which are now shown 
to have been larger than estimated earlier. 
Total industrial capacity utilization increased 
0.1 percentage point in August to 80.0 percent, 
1.6 percentage points above its trough in 
March. 

885 STATEMENTS TO THE CONGRESS 

David W. Mullins, Jr., Vice Chairman, Board 
of Governors, testifies in connection with the 
regulation of the government securities market, 
in particular the potential implications of the 
disclosures by Salomon Brothers for regulatory 
and legislative intitatives, before the Subcom-
mittee on Telecommunications and Finance of 
the House Committee on Energy and Com-
merce, September 4, 1991. 

887 E. Gerald Corrigan, President, Federal Re-
serve Bank of New York, provides his views 
concerning the disclosures by Salomon Broth-
ers and says that these disclosures must be 
addressed to ensure that confidence in the U.S. 
government securities market is maintained at 
the highest levels, before the Subcommittee on 
Telecommunications and Finance of the House 
Committee on Energy and Commerce, Septem-
ber 4, 1991. 

891 Vice Chairman Mullins discusses the regulation 
of the government securities market in connec-
tion with the Salomon Brothers episode, and 
says that while this episode has been a troubling 
one, it is not apparent that sweeping changes in 
regulation are warranted, before the Subcom-
mittee on Securities of the Senate Committee 
on Banking, Housing, and Urban Affairs, 
September 11, 1991. 

895 Oliver Ireland, Associate General Counsel, 
Legal Division, Board of Governors, discusses 
the provisions of H.R.6, the Financial Institu-
tions Safety and Consumer Choice Act of 1991, 
concerning Payment System Risk Reduction 
and says that the Board strongly supports 
provisions contained in H. R. 6 that are designed 
to confirm the validity of contractual agree-
ments providing for the netting of payment 
obligations between and among financial insti-
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tutions, before the House Committee on Agri-
culture, September 11, 1991. 

896 President Corrigan sheds further light on the 
Salomon Brothers incident, shares his views on 
the workings of the government securities 
market, and says that as a part of the overall 
review of the lessons to be learned from this 
incident, the Federal Reserve Bank of New 
York will take a fresh look at its programs for 
monitoring primary dealers in U.S. govern-
ment securities to see what changes may be 
needed, before the Subcommittee on Securities 
of the Senate Committee on Banking, Housing, 
and Urban Affairs, September 11,1991. 

902 J. Virgil Mattingly, Jr., General Counsel, 
Board of Governors, William Taylor, Staff 
Director, Division of Banking Supervision and 
Regulation, Board of Governors, and President 
Corrigan describe the Federal Reserve's role in 
the supervision of the Bank of Credit and 
Commerce International (BCCI) and the Fed-
eral Reserve's investigation of BCCI's secret 
acquisition of the shares of several U.S. 
banking organizations, before the House Com-
mittee on Banking, Finance and Urban Affairs, 
September 13, 1991. 

918 President Corrigan reviews the role played by 
the Federal Reserve Bank of New York in the 
BCCI affair and says that the New York Reserve 
Bank has been intimately involved in virtually 
every aspect of the Federal Reserve's investiga-
tion into BCCI, including its illegal control of 
banking institutions in the United States, before 
the House Committee on Banking, Finance and 
Urban Affairs, September 13, 1991. 

920 Robert P. Black, President, Federal Reserve 
Bank of Richmond, describes the role of the 
Richmond Reserve Bank in the supervision and 
regulation of Credit and Commerce American 
Holdings (CCAH), which came under the 
supervision of the Richmond Reserve Bank 
after CCAH acquired First American Bank-
shares, and says that the staff of the Richmond 
Reserve Bank is working with the staff of the 
Board to sever any improper connections 

between BCCI and the First American banks so 
that the banks will be free of any tarnish that 
they may be suffering from their association 
with BCCI, before the House Committee on 
Banking, Finance and Urban Affairs, Septem-
ber 13, 1991. 

924 Robert P. Forrestal, President, Federal Reserve 
Bank of Atlanta, discusses the role of the 
Atlanta Reserve Bank in the supervision of the 
Florida offices of BCCI and in the supervision 
of the NBG Financial Corporation, the parent 
bank holding company of the National Bank of 
Georgia, and says that the Atlanta Reserve 
Bank supervised the regulation of BCCI's and 
NBG's activities in the Atlanta District and has 
made criminal referrals of suspicious activity 
and increased its on-site presence as warranted 
in full cooperation with law enforcement 
agencies, before the House Committee on 
Banking, Finance and Urban Affairs, Septem-
ber 13, 1991. 

928 Thomas D. Thomson, Executive Vice Presi-
dent, Federal Reserve Bank of San Francisco, 
provides information on the San Francisco 
Reserve Bank's supervision and regulation of 
BCCI and related entities in the San Francisco 
District and says that the San Francisco Reserve 
Bank's supervision was concentrated on its 
on-site examination program adopted in coop-
eration with the California State Banking 
Department, its role in drafting enforcement 
actions issued against BCCI, its oversight 
efforts in light of money laundering allegations 
in 1988, and a continuous on-site presence 
since 1991 at a Los Angeles banking agency 
owned by BCCI, before the House Committee 
on Banking, Finance and Urban Affairs, Sep-
tember 13, 1991. 

932 John P. La Ware, Member, Board of Governors, 
discusses issues related to mergers among U.S. 
banking organizations and says that the primary 
objectives of public policy in this area should 
be to help manage the evolution of the banking 
industry in ways that preserve the benefits of 
competition for the consumers of banking ser-
vices and to ensure a safe, sound, and profitable 
banking system, before the House Committee 
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on Banking, Finance and Urban Affairs, Sep-
tember 24, 1991. 

941 Vice Chairman Mullins testifies in connection 
with the regulation of the government securities 
market and says that the Board considers this 
market to be the most important securities 
market in the world and that he does not believe 
that this market is broken in any fundamental 
sense, before the Subcommittee on Oversight 
of the House Committee on Ways and Means, 
September 26, 1991. 

944 Peter D. Sternlight, Executive Vice President, 
Federal Reserve Bank of New York, talks 
about the market for U.S. government securi-
ties and says that although he believes that 
improvements in market practice and official 
oversight are needed, the government securities 
market is not fundamentally flawed, before the 
Subcommittee on Oversight of the House 
Committee on Ways and Means, September 
26,1991. 

949 ANNOUNCEMENTS 

Change in the discount rate. 

Meeting of Consumer Advisory Council. 
Meetings on application of NCNB Corporation 
to acquire C&S/Sovran Corporation. 

Proposed amendments to the reporting form 
and instructions that accompany Regulation C. 

951 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

AL FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
September 26,1991. 

A3 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

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

A 8 2 BOARD OF GOVERNORS AND STAFF 

A 8 4 FEDERAL OPEN MARKET COMMITTEE AND 
STAFF; ADVISORY COUNCILS 

A 8 6 FEDERAL RESERVE BOARD PUBUCATIONS 

A88 INDEX TO STATISTICAL TABLES 

A 9 0 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A 9 1 MAP OF THE FEDERAL RESERVE SYSTEM 

Changes in Board staff. 
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967 AN UPDATE ON THE FARM ECONOMY 

The latter part of the 1980s was a relatively 
prosperous time for farmers. In 1990, how-
ever, prices fell sharply in some parts of the 
farm economy, and in 1991, weakness in the 
sector has become more widespread. A soften-
ing of the farm economy perhaps rekindles 
memories of the farm financial stresses of the 
first half of the 1980s. But overall, imbalances 
in the sector are far less pronounced than those 
of the early 1980s, and its vulnerability to 
financial setback has been reduced. 

980 INDUSTRIAL PRODUCTION AND CAPACITY 
UTILIZATION 

The index of industrial production edged up 
0.1 percent in September; after revision, the 
index was unchanged in August. Total indus-
trial capacity utilization slipped 0.1 percentage 
point in September, to 79.7 percent. 

983 STATEMENTS TO THE CONGRESS 

John P. La Ware, Member, Board of Governors, 
comments on the credit and charge card 
legislation being considered in H.R.2440, as 
well as other issues concerning credit cards, 
and says that it is not apparent to the Board that 
the current disclosure rules and public informa-
tion on credit card charges need to be supple-
mented by further legislation, before the 
Subcommittee on Consumer Affairs and Coin-
age of the House Committee on Banking, 
Finance and Urban Affairs, October 9,1991. 

987 David W. Mullins, Jr., Vice Chairman, Board 
of Governors, presents the views of the Board 
on legislative proposals pertaining to the 
regulation of the government securities market 
and says that surveillance and enforcement 
activities in this market have been intensified 
and that plans for automating the auction 
process have been accelerated; however, he 

believes that more sweeping changes are 
premature at this time, before the Subcommit-
tee on Telecommunications and Finance of the 
House Committee on Energy and Commerce, 
October 25,1991. 

992 ANNOUNCEMENTS 

Final modifications of risk-based capital 
guidelines. 

Fee schedules of the Federal Reserve Banks 
for 1992. 

Publication of the revised Lists of Marginable 
OTC Stocks and of Foreign Margin Stocks. 

Proposal to permit bank holding companies to 
raise additional tier one risk-based capital 
through the sale of perpetual preferred stock; 
withdrawal of proposed modification to the 
price structure for the Interdistrict Transporta-
tion System. 

Extension of comment period for meetings 
held on the proposed acquisition of C&S/Sovran 
Corporation by NCNB Corporation. 

Changes in Board staff. 

992 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 20, 1991, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions. The Committee also decided 
that somewhat greater reserve restraint might 
be acceptable or somewhat lesser reserve 
restraint would be acceptable during the inter-
meeting period depending on progress toward 
price stability, trends in economic activity, the 
behavior of the monetary aggregates, and 
developments in foreign exchange and domestic 
financial markets. The reserve conditions 
contemplated at this meeting were expected to 
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be consistent with a resumption in the growth 
of M2 and M3 during the weeks ahead, but in 
light of the declines in these aggregates since 
June, the Committee now anticipated that M2 
would be little changed and M3 would be down 
at an annual rate of about 1 percent in the period 
from June through September. 

999 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
October 29,1991. 

A3 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 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 

A84 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A86 ANTICIPATED SCHEDULE OF RELEASE 
DATES FOR PERIODIC RELEASES 

A88 INDEX TO STATISTICAL TABLES 

A90 INDEX TO VOLUME 77 

A 102 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A103 MAP OF THE FEDERAL RESERVE SYSTEM 
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L CHANGES IN FAMILY FINANCES FROM 1983 
TO 1989: EVIDENCE FROM THE SURVEY 
OF CONSUMER FINANCES 

Using data from the 1983 and 1989 Surveys of 
Consumer Finances, this article looks at alter-
ations in the income, assets, and liabilities 
of U.S. families and analyzes them according 
to a variety of economic and demographic 
characteristics. 

19 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar moved irregularly and moderately 
lower during the August-October period under 
review; it eased more than 4 percent against the 
mark, close to 5 percent against the yen, and 
about 3% percent on a trade-weighted basis. The 
U.S. monetary authorities did not intervene in 
foreign exchange markets during the period. 

24 INDUSTRIAL PRODUCTION AND CAPACITY 
UTILIZATION 

The index of industrial production was un-
changed in October, the third consecutive month 
with little or no change in the total index. At 
108.2 percent of its 1987 annual average, 
industrial production in October was 1.6 percent 
below its year-ago level. Total industrial capacity 
utilization decreased 0.2 percentage point in 
October, to 79.6 percent. 

27 STATEMENTS TO THE CONGRESS 

Richard Spillenkothen, Director, Division of 
Banking Supervision and Regulation, discusses 
the availability of bank credit and the possible 
effect of certain bank supervisory policies on 
the willingness of banks to lend, and says that 
prudent lending standards and effective and 
timely supervision should not inhibit banking 
organizations from playing an active role in 
financing the needs of sound, creditworthy bor-

rowers, before the Subcommittee on General 
Oversight and Investigations of the House 
Committee on Banking, Finance and Urban 
Affairs, November 15, 1991. 

31 John P. La Ware, Member, Board of Governors, 
presents the views of the Board on two legislative 
proposals, the Fair Trade in Financial Services 
Act and the Foreign Bank Supervision Enhance-
ment Act of 1991, and says that the Board 
believes that strengthened supervision of foreign 
banks is in the national interest and also fully 
consistent with the policy of national treatment, 
before the House Committee on Banking, Fi-
nance and Urban Affairs, November 20, 1991. 

36 ANNOUNCEMENTS 

Appointment of Lawrence B. Lindsey as a 
member of the Board of Governors. 

Appointment of Susan Meredith Phillips as a 
member of the Board of Governors. 

Change in the discount rate. 

Increase in the net transaction account to which a 
3 percent reserve requirement will apply. 

Revision to Regulation C. 

Interpretation to Regulation H. 

Publication of the Annual Statistical Digest, 
1990. 

38 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 1,1991, the Commit-
tee adopted a directive that called for maintaining 
the existing degree of pressure on reserve 
positions and that included a slight bias toward 
possible easing during the intermeeting period. 
Accordingly, the directive indicated that slightly 
greater reserve restraint might be acceptable 
during the intermeeting period or slightly lesser 
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reserve restraint would be acceptable depend-
ing on progress toward price stability, trends in 
economic activity, the behavior of the monetary 
aggregates, and developments in foreign ex-
change and domestic financial markets. The 
reserve conditions contemplated at this meet-
ing were expected to be consistent with 
growth of M2 and M3 at annual rates of around 
3 percent and 1 lh percent respectively over the 
three-month period from September through 
December. 

45 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

105 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL RESERVE 
SYSTEM, 1913-92 

List of appointive and ex officio members. 

A i FINANCIAL AND BUSINESS STATISTICS 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A72 INDEX TO STATISTICAL TABLES 

A74 BOARD OF GOVERNORS AND STAFF 

A76 FEDERAL OPEN MARKET COMMITTEE AND 
STAFF; ADVISORY COUNCILS 

A78 FEDERAL RESERVE BOARD PUBLICATIONS 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A8i MAP OF THE FEDERAL RESERVE SYSTEM 

These tables reflect data available as of Novem-
ber 26, 1991. 
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107 ASSET-BACKED COMMERCIAL PAPER 
PROGRAMS 

In existence since 1983, asset-backed commer-
cial paper programs, which involve the secu-
ritization of assets, have grown substantially 
over the past two years. This article examines 
the benefits and risks of asset-backed commer-
cial paper programs, including the risk-based 
capital treatment of the liquidity facilities and 
other supporting arrangements for these pro-
grams provided by banking organizations, and 
how the existing guidance on securitization 
activities that the Federal Reserve has provided 
its examiners pertains to asset-backed com-
mercial paper programs. 

117 STAFF STUDY SUMMARY 

In "Evidence on the Size of Banking Markets 
from Mortgage Loan Rates in Twenty Cities," 
the author considers whether financial innova-
tion and a surge in bank mergers over the past 
decade have broadened the geographic market 
for banking services. The study focuses on the 
market for mortgage loans, considered by 
some to have become national in scope. The 
data consist of more than 13,500 observations 
of mortgage loan terms covering a sixteen-
week period for twenty U.S. cities from late 
1987 through early 1988. Results of two 
statistical tests indicate that local market 
conditions still influence mortgage rates. 

119 INDUSTRIAL PRODUCTION AND CAPACITY 
UTILIZATION 

The index of industrial production decreased 
0.4 percent in November, after three months 
of little overall change. At 107.8 percent of 
its 1987 annual average, total industrial 
production was 0.5 percent below its year-ago 
level. Total industrial capacity utilization 

decreased 0.5 percentage point in November, 
to 79.1 percent. 

122 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, says that an analysis both of the special 
factors affecting the economy at present and of 
the requirements for healthy growth of pro-
ductivity and for international competitiveness 
over the longer run suggests that any changes 
made to the tax code should give considerable 
emphasis to the encouragement of long-term 
economic growth through incentives for saving 
and investment, before the House Committee 
on Ways and Means, December 18, 1991. 

125 ANNOUNCEMENTS 

Change in the discount rate. 

Ratings in Community Reinvestment Act 
examinations now available on a weekly basis. 

Appointments to the Thrift Institutions Advi-
sory Council. 

Delay in the effective date of the regulation on 
real estate appraisals. 

Proposed revisions to the staff commentary 
on Regulation B; proposed revisions to Truth 
in Lending regulations; proposal to resolve a 
conflict between the home equity rules and 
provisions of the Federal Reserve Act and 
Regulation O. 

Public meetings on the application of Bank-
America Corporation to acquire Security 
Pacific Corporation. 

Changes in Board staff. 

128 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 5, 1991, the 
Committee adopted a directive that called for 
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an immediate slight easing in the degree of 
pressure on reserve positions and that provided 
for giving special weight to potential devel-
opments that might require some additional 
easing during the intermeeting period. The 
reserve conditions contemplated at this meet-
ing were expected to be consistent with 
growth of M2 and M3 at annual rates of 
around 3 percent and 1 percent respectively 
over the three-month period from September 
through December. 

A 6 9 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

All INDEX TO STATISTICAL TABLES 

A 8 6 BOARD OF GOVERNORS AND STAFF 

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

A 9 0 FEDERAL RESERVE BOARD PUBLICATIONS 

135 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A l FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
December 29, 1991. 

A 3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A 9 2 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A 9 3 MAP OF THE FEDERAL RESERVE SYSTEM 
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169 BANKING MARKETS AND THE USE OF 
FINANCIAL SERVICES BY HOUSEHOLDS 

Since the 1960s, markets for banking services 
have generally been defined as consisting of 
financial institutions offering the full range 
of banking products in relatively small geo-
graphic areas. Recently, some analysts have 
questioned whether this view has become out-
dated through the effects of deregulation, mar-
ket innovation, and advances in electronic 
technology. Addressing the issue with data 
from the 1989 Survey of Consumer Finances, 
the authors investigate the full range of finan-
cial services and institutions used by house-
holds and the distances over which households 
conduct their financial affairs. 

182 STAFF STUDY SUMMARY 

Disturbances in settlements of securities trans-
actions have the potential to adversely affect 
the stability of payment systems and the integ-
rity of the financial system generally. The 
authors of "Clearance and Settlement in U.S. 
Securities Markets" present an analysis of the 
sources of risk in clearance and settlement 
arrangements and describe the arrangements in 
place in the United States, including the safe-
guards employed by U.S. clearing organiza-
tions to limit risk. 

185 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production decreased 
0.2 percent in December, after having defined 
0.2 percent in November and 0.1 percent in 
October. Total industrial capacity utilization 
decreased 0.3 percentage point in December to 
79.0 percent. 

188 STATEMENTS TO THE CONGRESS 

John P. La Ware, member, Board of Gover-
nors, discusses the current policies governing 

examination and supervision of institutions 
under the Federal Reserve's supervisory juris-
diction and says that the Federal Reserve, as 
well as other bank regulatory agencies, has 
provided guidance to its examiners and has 
promoted awareness among bankers of its pol-
icies in an effort to reduce impediments to 
lending to sound borrowers while holding true 
to the principles of sound supervision, before 
the House Committee on Banking, Finance and 
Urban Affairs, January 3, 1992. 

191 Alan Greenspan, Chairman, Board of Gover-
nors, analyzes the forces affecting the econ-
omy and says that the upturn in economic 
activity that began last year clearly has fal-
tered, although the containment of inflationary 
pressures and expectations, the enhancement 
of productivity and efficiency in industry, and 
the rebuilding of balance sheets by lenders and 
borrowers should promote the return to solid 
economic expansion, before a joint meeting of 
the Senate Committees on Banking, Housing, 
and Urban Affairs and on the Budget, Jan-
uary 10, 1992. 

193 Governor La Ware provides the Federal 
Reserve's perspective on issues related to 
mortgage lending discrimination and focuses 
on data recently released under the Home 
Mortgage Disclosure Act (HMDA) and says 
that the new HMDA information about the 
race or national origin, sex, and annual income 
of mortgage applicants will make it easier for 
Federal Reserve examiners to look behind the 
statistical differences in denial rates that may 
exist among subsets of applicants at particular 
institutions, before the Committee on Banks of 
the New York State Assembly, Albany, New 
York, January 22, 1992. 

195 David W. Mullins, Jr., Vice Chairman, Board 
of Governors, presents the Federal Reserve 
Board's views on reforms to the regulation of 
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the government securities market, including 
some of the main conclusions of a report on 
an examination of that market conducted by 
the Federal Reserve, the Treasury Department, 
and the Securities and Exchange Commission, 
and says that the proposals contained in 
the joint report, along with other reforms 
announced earlier, constitute the comprehen-
sive modernization of the mechanisms and 
practices in the government securities market, 
before the Subcommittee on Securities of the 
Senate Committee on Banking, Housing, and 
Urban Affairs, January 23, 1992. 

199 E. Gerald Corrigan, President, Federal Reserve 
Bank of New York, discusses the joint report 
on improvements in the government securities 
market and the official oversight and regula-
tion of that market, specifically with regard to 
the activities of the Federal Reserve Bank of 
New York, and says that the changes outlined 
in the joint report are fully in keeping with a 
philosophy of progressive but cautious change, 
before the Subcommittee on Securities of the 
Senate Committee on Banking, Housing, and 
Urban Affairs, January 23, 1992. 

201 Chairman Greenspan, in a hearing to consider 
his nomination to a second term as Chairman 
of the Federal Reserve Board, discusses some 
general principles that he believes should guide 
decisions on the monetary policy and banking 
structure of this country and says that the fun-
damental task of monetary policy is the foster-
ing of the financial conditions that are most 
conducive to the American economy perform-
ing at its fullest potential, before the Senate 
Committee on Banking, Housing, and Urban 
Affairs, January 29, 1992. 

204 ANNOUNCEMENTS 

Appointment of new members to the Con-
sumer Advisory Council. 

Increase in the limit on the amount of non-
cumulative perpetual preferred stock to be 
included in tier 1 capital. 

Adoption of amendments to Regulation CC as 
an interim rule and proposal of other changes 
to the regulation. 

Release of preliminary figures on operating 
income of the Federal Reserve Banks. 

Release of revised List of Marginable OTC 
Stocks. 

Public-access data tape of the National Sur-
vey of Small Business Finances now available. 

211 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
January 29, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A74 INDEX TO STATISTICAL TABLES 

A76 BOARD OF GOVERNORS AND STAFF 

A78 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A80 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A82 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A83 MAP OF THE FEDERAL RESERVE 
SYSTEM 

Issuance of a revised Supervisory Policy State-
ment on Securities Activities. 
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223 MONETARY POLICY REPORT 
TO THE CONGRESS 

The monetary stimulus already in train, cou-
pled with lessening drags from credit supply 
disruptions and from the restructuring of 
household and business balance sheets, is ex-
pected to provide effective support for eco-
nomic growth this year. Nonetheless, the pace 
of expansion this year is expected to remain 
weaker than in previous business-cycle recov-
eries. "Core" inflation, however, is expected 
to move down appreciably in 1992, and this 
trend should carry into 1993—a pattern that 
bodes well for the achievement of a balanced, 
sustained economic expansion. 

242 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar declined during the period from 
November 1991 through January 1992 a net 
3lA percent against the mark and 4 percent 
against the yen. On a trade-weighted basis, 
as measured by the Federal Reserve Board's 
index, the dollar declined 22A percent, on bal-
ance, over the period. 

248 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production dropped 
0.9 percent in January, after having fallen 
0.4 percent in December. Total industrial 
capacity utilization dropped 0.8 percentage 
point in January, to 78.0 percent. 

251 STATEMENTS TO THE CONGRESS 

David W. Mullins, Jr., Vice Chairman, Board 
of Governors, presents the Board's views on 
reforms to the regulation of the government 
securities market and says that the proposals 
contained in a joint report by the Federal 
Reserve, the Treasury Department, and the 

Securities and Exchange Commission, along 
with other reforms announced earlier, consti-
tute a careful, comprehensive modernization 
of the mechanisms and practices in the gov-
ernment securities market, before the Subcom-
mittee on Oversight of the House Committee 
on Ways and Means, February 3, 1992. 

253 Alan Greenspan, Chairman, Board of Gover-
nors, focuses on some of the broad consider-
ations bearing on our economic prospects and 
says that the attainment of rising living stan-
dards in the future will hinge crucially on our 
ability to elevate productivity growth and that 
bolstering the supply of saving available to 
support productive private investment must be 
a priority for fiscal policy, before the House 
Committee on the Budget, February 4, 1992. 

256 Vice Chairman Mullins discusses reforms to 
the regulation of the government securities 
market and says that over the longer term, the 
most effective force in enhancing market effi-
ciency and reducing the potential for manipu-
lative abuses is the force of competition and 
that proposed reforms to the market will open 
it up to broad-based participation, before the 
Subcommittee on Domestic Monetary Policy 
of the House Committee on Banking, Finance 
and Urban Affairs, February 6, 1992. 

258 E. Gerald Corrigan, President, Federal Re-
serve Bank of New York, shares his views on 
the Joint Report on the Government Securities 
Market and says that he strongly supports the 
overall thrust of the joint report and believes 
that the changes and legislative recommenda-
tions outlined in it represent a comprehensive 
yet well-balanced approach to the problems 
that surfaced in the government securities 
market last year, before the Subcommittee 
on Domestic Monetary Policy of the House 
Committee on Banking, Finance and Urban 
Affairs, February 6, 1992. 
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262 Edward C. Ettin, Deputy Director, Division of 
Research and Statistics, Board of Governors, 
discusses issues related to bank mergers in 
the United States and says that a substantial 
volume of bank mergers has been a natural 
response to a changing banking environment 
and that the Board is continuing to analyze the 
competitive effects of all proposed mergers 
and acquisitions, before the Subcommittee on 
Treasury, Postal Service, and General Govern-
ment of the Senate Committee on Appropria-
tions, February 24, 1992. 

264 Chairman Greenspan presents the Federal Re-
serve's Monetary Policy Report to the Con-
gress (pages 223^1 of this issue) and says 
that even though the recovery that seemed to 
be in train at the time of the last report to the 
Congress has stalled, there are reasons to be-
lieve that business activity will pick up, before 
the Senate Committee on Banking, Housing, 
and Urban Affairs, February 25, 1992. (Chair-
man Greenspan presented similar testimony 
before the Subcommittee on Domestic Mone-
tary Policy of the House Committee on Bank-
ing, Finance and Urban Affairs, February 19, 
1992.) 

272 ANNOUNCEMENTS 

Reappointment of Alan Greenspan as Chair-
man of the Board of Governors and as a 
member of the Board. 
Reduction in reserve requirements on transac-
tion accounts of depository institutions. 
Discontinuance of use of the supervisory defi-
nition of highly leveraged transactions. 
Availability of Consumer Affairs brochures on 
mortgage financing. 

Proposal to revise the Board's Regulations O 
and Y; proposal to revise the Board's capital 
adequacy guidelines for bank holding compa-
nies and state member banks to provide ex-
plicit guidance on the types of intangible 
assets that may be included in the tier 1 capital 
calculation for risk-based and leverage capital 
purposes. 

Errata in Federal Reserve Bulletin. 
Revisions to money stock data. 

280 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 17, 1991, the 
Committee adopted a directive that called for 
initially maintaining the existing degree of 
pressure on reserve positions but that in-
cluded a marked bias toward easing during 
the intermeeting period. Accordingly, the 
directive indicated that in the context of 
the Committee's long-run objectives for price 
stability and sustainable economic growth, 
and giving careful consideration to economic, 
financial, and monetary developments, 
slightly greater reserve restraint might be ac-
ceptable or somewhat lesser reserve restraint 
would be acceptable during the intermeeting 
period. The reserve conditions contemplated 
at this meeting were expected to be consistent 
with growth of M2 and M3 at annual rates of 
around 3 percent and 1 xh percent respectively 
over the four-month period from November 
through March. 

287 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
February 26, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 

SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 
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313 U.S. INTERNATIONAL TRANSACTIONS 
IN 1991 

In 1991, for the fourth consecutive year, the 
U.S. current account deficit narrowed substan-
tially. The largest changes reflected improve-
ments in the merchandise trade balance and 
special transactions related to the war in the 
Persian Gulf. The sharp reduction in the re-
corded U.S. current account deficit was mir-
rored by changes in recorded capital inflows 
and the statistical discrepancy. 

326 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production rose 
0.6 percent in February, after having declined 
in each of the three preceding months. Total 
industrial capacity utilization rose 0.3 percent-
age point in February, to 78.2 percent. 

329 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, focuses on some of the broad consider-
ations bearing on the outlook for the economy 
and says that, in part, our current economic 
adjustments can be seen as arising out of a 
process in which debt is being realigned with 
a more realistic outlook for incomes and asset 
values, before the Joint Economic Committee, 
March 3, 1992. 

332 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 

Issuance of policy statement on the geographic 
distribution of lending patterns of depository 
institutions. 

Rescission of policy statement requiring appli-
cations for relocations of a subsidiary bank to 
another state. 

Proposals to change the way depository insti-
tutions compute and maintain their reserve 
requirements. 

Publication of the 78th Annual Report, 1991. 

Changes in Board staff. 

333 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

386 DIRECTORS OF FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors, by Federal Reserve District. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
March 27, 1992. 
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403 AN ANALYSIS OF POTENTIAL TREASURY 
AUCTION TECHNIQUES 

By reviewing the academic literature on auc-
tions, this article puts current Treasury prac-
tice and a popular proposal for reform in criti-
cal perspective. It also examines an alternative 
scheme that uses technology to give better 
protection against certain kinds of manipula-
tive behavior and that has a potential for low-
ering borrowing costs. 

414 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production rose 
0.2 percent in March, after having increased a 
revised 0.5 percent in February. Total indus-
trial capacity utilization rose 0.1 percentage 
point in March, to 78.1 percent. 

417 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, discusses recent stock market develop-
ments in Japan and says that the impact on the 
United States from changes to date in Japa-
nese stock prices is likely to be limited, before 
the Senate Committee on Banking, Housing, 
and Urban Affairs, April 17, 1992. 

421 David W. Mullins, Jr., Vice Chairman, Board 
of Governors, presents the views of the Board 
on proposed legislation concerning the gov-
ernment securities market and says that sub-
stantial progress has been made in exploring, 
identifying, and implementing approaches to 
improve Treasury auctions and that this pro-
cess should be allowed to run its course before 
the Congress turns to legislative approaches to 
reform, before the Subcommittee on Domestic 
Monetary Policy of the House Committee on 
Banking, Finance and Urban Affairs, April 28, 
1992. 

425 Peter D. Stemlight, Executive Vice President, 
Federal Reserve Bank of New York, testifies 
on matters related to the U.S. government 
securities market, focusing on automating 
Treasury auctions, and says that additional 
legislation is not needed to ensure that public 
confidence in the auction process is not im-
paired, before the Subcommittee on Domestic 
Monetary Policy of the House Committee on 
Banking, Finance and Urban Affairs, April 28, 
1992. 

428 ANNOUNCEMENTS 

Interim regulation to implement Foreign Bank 
Supervision Enhancement Act of 1991. 

Revisions to the staff commentary on Regula-
tion B (Equal Credit Opportunity). 

Interim rule to amend Regulation Y (Bank 
Holding Companies and Change in Bank 
Control). 

Proposed new Regulation DD to implement 
the Truth in Savings Act. 

Publication of revised Lists of Marginable 
OTC Stocks and of Foreign Margin Stocks. 

Changes in Board staff. 

431 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on February 4-5, 1992, the 
Committee established ranges for growth of 
M2 and M3 of 2Vi to 6V2 percent and 1 to 
5 percent respectively, measured from the 
fourth quarter of 1991 to the fourth quarter of 
1992. The monitoring range for growth of 
total domestic nonfinancial debt was set at 
41/2 to 8V2 percent for the year. In carrying out 
policy, the Committee indicated that it would 
continue to evaluate the behavior of the mone-
tary aggregates in the light of progress toward 
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price level stability, movements in their 
velocities, and developments in the economy 
and financial markets. 

With regard to the implementation of pol-
icy for the period immediately ahead, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure 
on reserve positions but that included a bias 
toward possible easing during the intermeet-
ing period. Accordingly, the directive indi-
cated that in the context of the Committee's 
long-run objectives for price stability and 
sustainable economic growth, and giving 
careful consideration to economic, financial, 
and monetary developments, slightly greater 
reserve restraint might be acceptable or 
slightly lesser reserve restraint would be 
acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with 
growth of M2 and M3 at annual rates of 
around 3 percent and IV2 percent respectively 
over the three-month period from December 
through March. 

441 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
April 28, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A80 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A82 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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459 RECENT DEVELOPMENTS AFFECTING 
THE PROFITABILITY AND PRACTICES OF 
COMMERCIAL BANKS 
Sluggish overall economic activity and con-
tinuing problems with asset quality made 1991 
another difficult year for U.S.-chartered 
insured commercial banks. As the year pro-
gressed, however, banks strengthened their 
financial condition by making substantial fur-
ther provisions against loan losses, improving 
their capital and liquidity positions, widening 
their lending margins, and taking actions that 
should reduce expenses over the longer run 
through restructuring and, in some cases, 
consolidation. 

484 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar advanced against all major foreign 
currencies during the February through April 
period as an improved outlook for the U.S. 
recovery contrasted with evidence of eco-
nomic and financial fragility abroad. On bal-
ance, the dollar gained 2 LA percent against the 
German mark, 6 percent against the Japanese 
yen, and 2LA percent on a trade-weighted basis 
as measured by the staff of the Federal 
Reserve Board. 

489 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production increased 
0.5 percent in April, after an upwardly revised 
gain of 0.4 percent in March. Total industrial 
capacity utilization rose 0.3 percentage point 
in April, to 78.7 percent. 

492 STATEMENTS TO THE CONGRESS 

Richard Spillenkothen, Director, Division of 
Banking Supervision and Regulation, Board 
of Governors, and Donald H. Wilson, Finan-

cial Markets Officer, Federal Reserve Bank of 
Chicago, review the evolution and current 
state of the general asset-backed securities 
market and say that the securitization process 
as it has evolved to date has been beneficial to 
both the originators of asset-backed securities 
and to investors, before the Subcommittee on 
Policy, Research, and Insurance of the House 
Committee on Banking, Finance and Urban 
Affairs, May 6,1992. 

495 John R LaWare, Member, Board of Gover-
nors, presents the views of the Board on 
H.R.4803, the Non-Proliferation of Weapons 
of Mass Destruction and Regulatory Improve-
ments Act of 1992, focusing on title II, con-
cerning the activities in the United States of 
foreign banks that are controlled by foreign 
governments, and says that this legislation 
would severely curtail the U.S. activities of 
such banks, before the House Committee on 
Banking, Finance and Urban Affairs, May 8, 
1992. 

500 Lawrence B. Lindsey, Member, Board of Gov-
ernors, addresses the concerns raised by the 
1990 Home Mortgage Disclosure Act 
(HMDA) data and says that the Federal 
Reserve is increasing its efforts considerably 
toward better understanding the HMDA infor-
mation and that the data will continue to pro-
vide Federal Reserve examiners with a basis 
for further analysis of whether institutions are 
considering all applicants fairly, before the 
Subcommittee on Housing and Community 
Development and the Subcommittee on Con-
sumer Affairs and Coinage of the House Com-
mittee on Banking, Finance and Urban 
Affairs, May 14, 1992. 

504 J. Virgil Mattingly, Jr., General Counsel, 
Board of Governors, reports on the Federal 
Reserve's actions regarding the Bank of Credit 
and Commerce International (BCCI) and says 
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that the Federal Reserve has continued to 
investigate the circumstances under which 
BCCI gained control of the shares of U.S. 
banking organizations, to prosecute enforce-
ment actions against those responsible for 
wrongdoing by BCCI, and to work to ensure 
the separation and insulation of U.S. banking 
organizations from BCCI, before the Subcom-
mittee on Terrorism, Narcotics and Interna-
tional Operations of the Senate Committee on 
Foreign Relations, May 14,1992. 

511 Edward W. Kelley, Jr., Member, Board of 
Governors, comments on the Federal Re-
serve's participation in the deliberations by 
the National Advisory Council on Interna-
tional Monetary and Financial Policies (NAC) 
on the fiscal 1990 Commodity Credit Corpora-
tion (CCC) program for Iraq and says that the 
Federal Reserve's reservations and opposition 
related to the fiscal 1990 CCC program for 
Iraq were based on concerns about Iraq's cred-
itworthiness at that time and had been rein-
forced by the unfolding of the Banca Nazion-
ale del Lavoro case in summer 1989, before 
the House Committee on Banking, Finance 
and Urban Affairs, May 21, 1992. 

513 Governor Lindsey discusses some of the eco-
nomic aspects of poverty and inequality in 
America and says that inflationary policies 
do not correspond with enhanced economic 
opportunity; in fact, lower inflation and inter-
est rates greatly increase the affordability of 
housing in America, before the U.S. Commis-
sion on Civil Rights, May 22, 1992. 

515 Wayne D. Angell, Member, Board of Gover-
nors, and Governor Kelley discuss and review 
the Federal Reserve System's expenses and 
budget for 1992 and say that the existing 
budget processes are working well in control-
ling costs while at the same time encouraging 
quality improvements, before the Subcommit-
tee on Domestic Monetary Policy of the 
House Committee on Banking, Finance and 
Urban Affairs, May 27,1992. 

524 Governor Lindsey offers the Board's com-
ments on H.R.5170, the Mortgage Refinanc-
ing Reform Act of 1992, which would amend 
both the Truth in Lending Act and the Real 

Estate Settlement Procedures Act, and says 
that the Board believes that the burden and 
expense of compliance with this legislation 
would outweigh the consumer need for it, 
before the Subcommittee on Consumer Affairs 
and Coinage of the House Committee on 
Banking, Finance and Urban Affairs, May 27, 
1992. 

529 Theodore E. Allison, Assistant to the Board 
for Federal Reserve System Affairs, presents 
estimates of the effect on the Federal Reserve 
System of substituting a one-dollar coin for 
the one-dollar bank note now in circulation, as 
would be required by H.R.I245—the United 
States One Dollar Coin Act of 1991—and 
says that a dollar coin could produce sizable 
cost savings for the federal government as a 
whole, before the Task Force on Economic 
Policy, Projections, and Revenues of the 
House Committee on the Budget, May 28, 
1992. 

532 ANNOUNCEMENTS 

Meeting of the Consumer Advisory Council. 

Provision of financial services to cities 
affected by civil disturbances. 

Amendments to Regulation O (Loans to Exec-
utive Officers, Directors, and Principal Share-
holders of Member Banks). 

Amendments to Regulation Y (Bank Holding 
Companies and Change in Bank Control). 

Effective date of amendments to Regulations 
O and Y. 

534 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on March 31, 1992, the Com-
mittee adopted a directive that called for main-
taining the existing degree of pressure on re-
serve positions and that included some bias 
toward easing during the intermeeting period. 
Accordingly, in the context of the Commit-
tee's long-run objectives for price stability 
and sustainable economic growth, and giving 
careful consideration to economic, financial, 
and monetary developments, slightly greater 
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reserve restraint might be acceptable or 
slightly lesser reserve restraint would be 
acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with 
growth of M2 and M3 at annual rates of 
around 3V2 percent and IV2 percent respec-
tively over the three-month period from 
March through June. 

541 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

576 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-92 

List of appointive and ex officio members. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
May 27, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 

SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

ALL BOARD OF GOVERNORS AND STAFF 
A74 FEDERAL OPEN MARKET COMMITTEE 

AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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579 DEREGULATION AND COMPETITION IN 
JAPANESE BANKING 

In the past fifteen years, the Japanese financial 
system has been the focus of a series of liber-
alization measures aimed at modernizing the 
intermediation process and improving the effi-
ciency of Japanese corporate finance. These 
policy developments have stemmed largely 
from pressures external to the domestic bank-
ing sector itself, such as the Japanese govern-
ment deficits of the 1970s, competition in 
international financial markets, and a new 
emphasis on capital management. This article 
provides an overview of the forces that have 
induced changes in the Japanese banking 
system. 

594 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production increased 
0.6 percent in May, a rate slightly faster than 
in the preceding three months. Total industrial 
capacity utilization rose 0.3 percentage point 
in May, to 79.0 percent. 

597 STATEMENTS TO THE CONGRESS 

John P. LaWare, Member, Board of Gover-
nors, discusses the condition of U.S. commer-
cial banks, the Federal Reserve's recent efforts 
to implement new banking legislation, and its 
efforts to promote a sound banking system, 
and says that the recent performance of the 
banking industry offers encouragement that 
conditions are beginning to improve, before 
the Senate Committee on Banking, Housing, 
and Urban Affairs, June 10, 1992. 

603 Alan Greenspan, Chairman, Board of Gov-
ernors, discusses the potential issuance of 
indexed bonds by the Treasury and says that 
the Federal Reserve would use new market-
based indicators of inflation and real interest 

rates that would be made available by the 
issuance of indexed bonds, before the Sub-
committee on Commerce, Consumer, and 
Monetary Affairs of the House Committee on 
Government Operations, June 16, 1992. 

607 Governor LaWare addresses issues of regula-
tory burden and says that both the Congress 
and the regulatory agencies must act now to 
stem the tide of ever-increasing regulatory 
burden and to explore ways of reducing exist-
ing burdens, before the Subcommittee on 
Financial Institutions Supervision, Regulation 
and Insurance of the House Committee on 
Banking, Finance and Urban Affairs, June 23, 
1992. 

612 Griffith L. Garwood, Director, Division of 
Consumer and Community Affairs, Board 
of Governors, comments on the "Lease-
Purchase Agreement Act," H.R.4497, which 
would amend the Consumer Credit Protection 
Act by imposing disclosure and substantive 
requirements on lease-purchase transactions, 
and says that a uniform federal disclosure 
scheme for lease-purchase agreements that 
provides key information to consumers with-
out causing a substantial compliance burden 
to lessors might prove beneficial, provided the 
various parties affected by such legislation can 
identify a genuine need for it, before the Sub-
committee on Consumer Affairs and Coinage 
of the House Committee on Banking, Finance 
and Urban Affairs, June 24, 1992. 

615 ANNOUNCEMENTS 

Creation of the Russian-American Bankers 
Forum. 

617 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 
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633 MONETARY POLICY REPORT 
TO THE CONGRESS 
Economic activity has increased on balance 
since the beginning of the year, but rather 
hesitantly in recent months, and inflationary 
pressures have continued to abate. Against 
this backdrop, and with money and credit 
exhibiting renewed weakness in the second 
quarter, the Federal Reserve has eased money 
market conditions twice—in April and again 
in early July. The descent of domestic interest 
rates, which began in 1989, has now carried 
nominal yields on many market instruments to 
the lowest levels in two or three decades. 

652 DEVELOPMENTS IN THE PRICING OF 
CREDIT CARD SERVICES 
Interest rates on credit cards have typically 
fluctuated within a narrower range—and at 
higher levels—than rates for most other types 
of credit. Historically, special conditions, such 
as high start-up costs and state-mandated 
rate ceilings, have curbed movements in 
credit card rates. More generally, the behavior 
of credit card rates has reflected, on the 
supply side, a cost structure in which funding 
costs are outweighed by relatively high oper-
ating costs and default risks and, on the 
demand side, a consumer demand for credit 
card services that has been relatively insensi-
tive to rate differences. Although consumers 
have for some time been offered a much 
wider range of interest rates in the market-
place than is often recognized, recent months 
have seen more competition based on rate 
reductions than in the past. In the past year, 
virtually all major card issuers have lowered 
interest rates for all or certain segments of 
their cardholders. 

667 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
The index of industrial production declined 
0.3 percent in June, after having risen about 
Vi percent in each of the preceding four 
months. Total industrial capacity utilization 
fell 0.4 percentage point in June, to 
78.5 percent. 

670 STATEMENTS TO THE CONGRESS 
Richard F. Syron, President, Federal Reserve 
Bank of Boston, discusses his views on the 
current availability of credit and bank capital 
standards and says that some improvement is 
evident in the ability of banks to raise new 
capital as well as in an increased appreciation 
by regulators of the macroeconomic impact of 
capital regulations, before the House Commit-
tee on Small Business, July 2, 1992. 

673 Alan Greenspan, Chairman, Board of Gover-
nors, presents the semiannual Monetary Pol-
icy Report to the Congress (see the Report on 
page 633 of this issue) and says that the recent 
easing of reserve conditions should help to 
shore up the economy and, coming in the 
context of a solid trend toward lower inflation, 
has contributed to laying a foundation for 
sustained expansion of the U.S. economy, be-
fore the Senate Committee on Banking, Hous-
ing, and Urban Affairs, July 21, 1992. (Chair-
man Greenspan presented identical testimony 
before the House Committee on Banking, 
Finance and Urban Affairs, on July 22, 1992.) 

678 John P. La Ware, Member, Board of Gover-
nors, discusses the Federal Reserve's supervi-
sion of bank lending on commercial real estate 
and the international coordination of supervi-
sory efforts in general and says that conditions 
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within the U.S. banking system generally ap-
pear to be improving, although problem real 
estate credits remain a principal concern to 
major bank lenders and to the supervisory 
agencies, before the House Committee on 
Banking, Finance and Urban Affairs, July 30, 
1992. 

685 ANNOUNCEMENTS 

Change in the discount rate. 

Nominations sought for appointments to the 
Consumer Advisory Council. 
Issuance of report by the Basle Committee on 
Banking Supervision. 
Approval of amendments to Regulation Y. 
Adoption of final rule regarding home equity 
disclosures. 

Proposal for uniform real estate lending stan-
dards to implement section 304 of the Federal 
Deposit Insurance Corporation Improvement 
Act of 1991 (FDICIA); proposal to implement 
interbank liability provisions under section 
308 of FDICIA; proposed rulemaking under 
section 132 of FDICIA; proposed rulemaking 
on revising risk-based capital standards as pre-
scribed by section 305 of FDICIA; proposal 
for alternative methods to adjust the 10 per-
cent revenue test limiting ineligible securities 
activities of section 20 subsidiaries of bank 
holding companies. 

Publication of revised Lists of Marginable 
OTC Stocks and of Foreign Margin Stocks. 
Changes in Board staff. 

689 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on May 19, 1992, the Commit-
tee adopted a directive that called for main-
taining the existing degree of pressure on re-
serve positions and that did not include a 
presumption about the likely direction of any 
adjustments to policy during the intermeeting 
period. Accordingly, the directive indicated 

that in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater or 
slightly lesser reserve restraint might be 
acceptable during the intermeeting period. 
The reserve conditions contemplated under 
this directive were expected to be consistent 
with growth of M2 and M3 at annual rates of 
around 2Vi percent and IV2 percent respec-
tively over the two-month period from April 
through June. 

697 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 
These tables reflect data available as of 
July 29, 1992. 
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727 THE FEDERAL RESERVE BANKS 
AS FISCAL AGENTS AND DEPOSITORIES 
OF THE UNITED STATES 

The Federal Reserve, the nation's central 
bank, is also the U.S. government's bank. As 
fiscal agents of the United States, the Reserve 
Banks provide debt-related services to the U.S. 
Treasury—issuing, servicing, and redeeming 
Treasury securities and processing their resale 
in secondary market transactions initiated by 
depository institutions. As depositories, the 
Reserve Banks provide payment-related 
services—handling the government checking 
account and the collection of taxes and fees. 
This article describes the nature of the princi-
pal fiscal and depository services required by 
the U.S. Treasury; explains how the Federal 
Reserve Banks meet those requirements; sur-
veys other fiscal and depository services per-
formed by the Reserve Banks; and discusses 
the direction of developments in certain ser-
vice areas. 

738 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar came under strong downward pres-
sure during the May-July period, declining 
more than 10 percent against the German 
mark and most other European currencies, 
nearly 5 percent against the Japanese yen, and 
more than 8 percent on a trade-weighted basis. 

743 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

The index of industrial production rose 
0.4 percent in July, reversing the decline in 
June. Total industrial capacity utilization in-
creased 0.2 percentage point in July, to 
78.9 percent, but has changed little, on bal-
ance, since April. 

746 STATEMENT TO THE CONGRESS 

Richard Spillenkothen, Director, Division of 
Banking Supervision and Regulation, dis-
cusses the impact of recent legislative and 
regulatory actions on credit availability and 
credit terms and says that the Board believes 
that prudent lending standards and effective 
and timely supervision should not inhibit 
banking organizations from playing an active 
role in meeting legitimate demands for credit, 
before the Subcommittee on General Over-
sight and Investigations of the House Commit-
tee on Banking, Finance and Urban Affairs, 
August 4, 1992. 

752 ANNOUNCEMENTS 

Statement by Chairman Greenspan on the 
death of William Taylor. 

Streamlining of procedures for handling appli-
cations from state member banks and bank 
holding companies. 

Amendments to Regulation D. 

Amendment to Regulation Y. 

Amendments to Regulation CC. 

Elimination of requirement regarding subordi-
nated debt. 

Proposal to amend Regulation C to expand the 
regulation's coverage of independent mort-
gage companies; advance notice of proposed 
rulemaking in connection with a review of 
Regulation T. 

Changes in Board staff. 

755 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on June 30-July 1, 1992, the 
Committee reaffirmed for 1992 the ranges that 
it had established in February for M2 growth 
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of 2V2 to 6V2 percent and for M3 growth of 
1 to 5 percent; the Committee also retained 
the range of AV2 to 8V2 percent for growth of 
nonfinancial debt in 1992. For 1993, the Com-
mittee on a tentative basis set the same ranges 
as in 1992 for growth of the monetary aggre-
gates and debt. 

With regard to the implementation of policy 
for the period immediately ahead, the Com-
mittee adopted a directive that called for main-
taining the existing degree of pressure on 
reserve positions and that included a bias to-
ward possible easing during the intermeeting 
period. Accordingly, the directive indicated 
that, in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater re-
serve restraint might be acceptable or slightly 
lesser reserve restraint would be acceptable 
during the intermeeting period. The reserve 
conditions contemplated at this meeting were 
expected to be consistent with a resumption of 
growth in M2 and M3 at annual rates of about 
2 percent and V2 percent respectively over 
the three-month period from June through 
September. 

765 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 
These tables reflect data available as of 
August 27, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 
A4 Domestic Financial Statistics 

A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A72 INDEX TO STATISTICAL TABLES 

A74 BOARD OF GOVERNORS AND STAFF 

A76 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A78 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A80 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A82 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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801 EXPANDED HMDA DATA 
ON RESIDENTIAL LENDING: 
ONE YEAR LATER 
A first study of the expanded HMDA data for 
1990, in the November 1991 Bulletin, de-
picted certain statistical relationships that the 
data revealed about lending activity nation-
wide. The 1991 HMDA data continue to 
reflect wide differences in approval and rejec-
tion rates for minorities and whites. After pre-
senting national aggregates from the 1991 
reports, this article describes some of the 
responses within the public and private sectors 
to the data released a year ago. It discusses as 
well the special role that entities in the second-
ary mortgage market play in the home-lending 
process and steps such institutions have taken 
to promote affordable housing. 

825 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
The index of industrial production declined 
0.5 percent in August, after a revised increase 
of 0.6 percent in July. Total industrial capacity 
utilization decreased 0.5 percentage point in 
August, to 78.5 percent. 

828 STATEMENT TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors, discusses the implementation and effec-
tiveness of the real estate appraisal require-
ments contained in Title XI of the Financial 
Institutions Reform, Recovery, and Enforce-
ment Act of 1989 (FIRREA) and says that the 
Board has expended considerable effort in 
working with the other financial regulatory 
agencies in prescribing appropriate standards 
for the performance of real estate appraisals 
and has attempted to comply with both the 
letter and the spirit of Title XI while remain-
ing sensitive to the potential costs and burdens 

that the regulation could impose, before the 
Subcommittee on General Oversight and 
Investigations of the House Committee on 
Banking, Finance and Urban Affairs, Septem-
ber 16, 1992. 

832 ANNOUNCEMENTS 

Meeting of Consumer Advisory Council. 
Designation of primary dealer controlled by 
French firm. 

Issuance of Regulation DD (Truth in 
Savings). 

Issuance of rule regarding section 23A of the 
Federal Reserve Act. 
Reduction in newspaper publication require-
ments for applications. 

Issuance of rule regarding prompt corrective 
action provisions of FDICLA. 
Adoption of joint agreement with Conference 
of State Bank Supervisors. 

Changes in Board staff. 

835 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
September 28, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 
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879 THE EVOLUTION OF THE 
U.S. COMMERCIAL PAPER MARKET 
SINCE 1980 

The U.S. commercial paper market, an impor-
tant source of short-term funds for corpora-
tions, changed in many ways over the past 
decade. At the start of the 1980s, the market 
was reserved primarily for the largest and 
most creditworthy U.S. companies, and inves-
tor holdings of commercial paper were distrib-
uted about evenly over several investor 
groups. Over the next ten years, the market 
grew to about five times its 1979 size; many 
new issuers and some new dealers arrived on 
the scene; some long-standing issuers all but 
withdrew from the market; holdings of paper 
became more concentrated by investor group; 
and a new form of commercial paper emerged. 
This article describes these changes and the 
forces that helped produce them. 

892 THE STATE AND LOCAL GOVERNMENT 
SECTOR: LONG-TERM TRENDS AND 
RECENT FISCAL PRESSURES 

State and local governments continue to face 
budget pressures. The sector has reported a 
deficit in its combined operating and capital 
account for five and one-half years now. 
The fiscal difficulties appear to reflect both 
recent developments—including increased 
demand for certain services and the economic 
recession—and long-term trends in spending, 
taxation, and federal grants. This article 
focuses on these long-term factors and gives a 
brief perspective on the outlook. 

902 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production decreased 0.2 percent in 
September, following a decline of 0.4 percent 
in August and an increase of 0.8 percent in 

July. The utilization of total industrial capac-
ity fell 0.3 percentage point in September, to 
78.4 percent. 

905 STATEMENT TO THE CONGRESS 
John P. LaWare, member, Board of Gover-
nors, addresses developments in the banking 
system and the near-term outlook for bank 
failures and says that, although a significant 
number of commercial banks remain troubled, 
a turnaround in the commercial banking 
industry seems well under way, before the 
Senate Committee on Banking, Housing, and 
Urban Affairs, October 26, 1992. 

909 ANNOUNCEMENTS 
Revisions to the program for payments system 
risk reduction. 

Amendments to Regulation C. 
Proposed policy statement regarding branch 
closings by state member banks; proposal to 
change the opening time for the Fedwire funds 
transfer service; extension of comment period 
on an advance notice of proposed rulemaking 
in connection with a review of Regulation T. 

Publication of revised Lists of OTC Stocks 
and of Foreign Margin Stocks. 

Publication of the Annual Statistical Digest, 
1991. 

911 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on August 18, 1992, the Com-
mittee adopted a directive that called for main-
taining the existing degree of pressure on 
reserve positions and that included a bias 
toward possible easing during the intermeet-
ing period. Accordingly, in the context of the 
Committee's long-run objectives for price 
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stability and sustainable economic growth, 
and giving careful consideration to economic, 
financial, and monetary developments, 
slightly greater reserve restraint might be 
acceptable or slightly lesser reserve restraint 
would be acceptable during the intermeeting 
period. The reserve conditions contemplated 
at this meeting were expected to be consistent 
with growth in M2 and M3 at annual rates of 
about 2 percent and V2 percent respectively 
over the six-month period from June through 
December. 

918 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
October 28, 1992. 

A3 GUIDE TO TABULAR PRESENTATION 
A4 Domestic Financial Statistics 

A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 ANTICIPATED SCHEDULE OF RELEASE 
DATES FOR PERIODIC RELEASES 

A80 INDEX TO VOLUME 78 

A92 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A94 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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1 THE FOREIGN BANK SUPERVISION 
ENHANCEMENT ACT OF 1991 

The Foreign Bank Supervision Enhancement 
Act (FBSEA) established uniform federal 
standards for entry and expansion of foreign 
banks in the United States and substantially 
increased the role of the Federal Reserve 
System in the supervision and regulation of 
their U.S. activities. This article analyzes the 
objectives of the FBSEA and discusses its 
implementation. 

11 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

Although the dollar briefly reached all-time 
lows against the mark and the yen during the 
August-October period under review, it 
closed the period up on balance 4.5 percent 
against the mark, down about 3.0 percent 
against the yen, and up 6.8 percent on a trade-
weighted basis. 

15 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production increased 0.3 percent in 
October after having fallen 0.2 percent in 
September. Total industrial capacity utiliza-
tion edged up 0.1 percent in October, to 
78.5 percent. 

18 ANNOUNCEMENTS 

Amendment to Regulation C. 

Availability of 1993 fee schedules for services 
provided by the Federal Reserve Banks. 

Increase in the net transaction accounts to 
which a 3 percent reserve requirement will 
apply. 

Proposed revisions to the staff commentary 
for Regulation Z. 

Changes in Board staff. 

20 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on October 6, 1992, the Com-
mittee adopted a directive that called for 
maintaining the existing degree of pressure 
on reserve positions and that included a 
marked bias toward possible easing during 
the intermeeting period. Two of the members 
expressed a strong preference for a symmetric 
directive with regard to possible intermeeting 
policy adjustment, while two others were 
firmly persuaded of the desirability of an 
immediate increase in reserve availability to 
strengthen the growth of M2. Accordingly, in 
the context of the Committee's long-run 
objectives for price stability and sustainable 
economic growth, and giving careful consid-
eration to economic, financial, and monetary 
developments, it was decided that slightly 
greater monetary restraint might be accept-
able or slightly lesser monetary restraint 
would be acceptable during the intermeeting 
period. The reserve conditions contemplated 
at this meeting were expected to be consistent 
with growth in M2 and M3 at annual rates of 
about 2 and 1 percent respectively over the 
three-month period from September through 
December. 

27 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 
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These tables reflect data available as of 
November 25, 1992. 
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77 RECENT DEVELOPMENTS IN THE 
MARKET FOR PRIVATELY PLACED DEBT 

The market for privately placed debt has under-
gone major changes in the past three years. 
Life insurance companies, the principal buy-
ers of privately placed bonds, have signifi-
cantly reduced their purchases of debt securi-
ties issued by below-investment-grade 
borrowers. In addition, the adoption of Rule 
144A in 1990 by the Securities and Exchange 
Commission has spawned a new market for 
private debt that is very similar to the public 
corporate bond market. This article gives an 
overview of the private placement market and 
discusses these two developments. 

93 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.4 percent in 
November; with the increase of 0.5 percent in 
October, the rise has more than offset the 
declines of late summer. Total industrial 
capacity utilization rose another 0.2 percent-
age point in November, to 78.9 percent. 

96 ANNOUNCEMENTS 

Appointment of new members to the Thrift 
Institutions Advisory Council. 

Issuance of new Regulation F. 

Adoption of final amendments and guidelines 
to Regulation H. 

Modifications of risk-based capital guidelines 
on certain collateralized transactions. 

Amendment to risk-based capital guidelines 
for state member banks and bank holding 
companies. 

Issuance of policy statement on the use 
of large-value fund transfers for money 
laundering. 

Reporting of deferred tax assets by bank hold-
ing companies. 

Proposal to amend Regulation C; proposed 
amendment to Regulation K. 

Change in Board staff. 

Publication of revised Bank Holding Com-
pany Supervision Manual. 

100 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on November 17, 1992, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that included some bias 
toward possible easing during the intermeet-
ing period. Accordingly, in the context of the 
Committee's long-run objectives for price sta-
bility and sustainable economic growth, and 
giving careful consideration to economic, 
financial, and monetary developments, slightly 
greater monetary restraint might be acceptable 
or slightly lesser monetary restraint would be 
acceptable during the intermeeting period. 
Two of the members expressed a strong pref-
erence for a symmetric directive with regard 
to possible intermeeting policy adjustments, 
while another was firmly persuaded of the 
desirability of an immediate increase in 
reserve availability to strengthen the growth 
of M2. The reserve conditions contemplated 
at this meeting were expected to be consistent 
with growth in M2 and M3 at annual rates of 
about 3'/2 and 1 percent respectively over the 
three-month period from September through 
December. 
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107 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
December 28, 1992. 
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AND STAFF; ADVISORY COUNCILS 

A90 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A92 MAPS OF THE FEDERAL RESERVE 
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A94 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 
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167 MONETARY POLICY REPORT 
TO THE CONGRESS 

Although the economy and the financial mar-
kets continue to face difficult adjustments, 
economic growth in 1993 most likely will 
proceed at a moderate pace. The growth of 
output probably will be supported by further 
gains in productivity, the ultimate source of 
increased real income and improved living 
standards over the long run. In addition, 
increases in employment are expected to be 
large enough to bring further gradual declines 
in the unemployment rate over the course of 
1993. Inflation is expected to remain subdued, 
boding well for sustained expansion in 1993 
and beyond. 

188 THE HERFINDAHL-HIRSCHMAN INDEX 

The Herfindahl-Hirschman index is a statisti-
cal measure of concentration that is used by 
the Department of Justice and the Federal 
Reserve in the analysis of the competitive 
effects of horizontal mergers. It is useful in 
analyzing horizontal mergers because such 
mergers affect market concentration, and eco-
nomic theory and considerable empirical evi-
dence suggest that, other things equal, the 
concentration of firms in a market is an impor-
tant element of market structure and a deter-
minant of competition. 

190 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.3 percent in 
December, compared with an upward-revised 
gain of 0.7 percent in October and a rise of 
0.4 percent in November. Total industrial 
capacity utilization edged up in December, to 
79.3 percent, the highest rate since Novem-
ber 1991. 

193 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, identifies the major tendencies visible in 
the economy and says that several economic 
indicators are distinctly encouraging and that 
the Federal Reserve will seek to foster finan-
cial conditions to encourage maximum sus-
tainable growth in the economy, before the 
Joint Economic Committee, January 27,1993. 
(Chairman Greenspan presented identical tes-
timony before the Senate Committee on the 
Budget on January 28, 1993.) 

197 ANNOUNCEMENTS 

Statement by Chairman Greenspan regarding 
the announcement that E. Gerald Corrigan 
plans to step down as President of the Federal 
Reserve Bank of New York. 

Appointment of new members to the Con-
sumer Advisory Council. 

Issuance of final rule to carry out provisions 
of sections 202(d) and 210 of the Federal 
Deposit Insurance Corporation Improvement 
Act of 1991 that affect bank holding compa-
nies and foreign banking organizations with 
operations in the United States. 

Issuance of final rule to implement portions of 
the Foreign Bank Supervision Enhancement 
Act of 1991. 

Decision on MSA designations. 

Approval of an alternative method to adjust 
the 10 percent revenue test for ineligible secu-
rities held by section 20 subsidiaries. 

Proposal to amend Regulations H, K, and Y 
to implement a uniform multiagency criminal 
referral form. 

Preliminary figures available on operating 
income of the Federal Reserve Banks. 
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Revised Lists of Marginable OTC Stocks and 
of Foreign Margin Stocks now available. 

203 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
January 29, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A72 INDEX TO STATISTICAL TABLES 

A74 BOARD OF GOVERNORS AND STAFF 

A76 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A78 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A80 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A82 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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251 THE COMMUNITY REINVESTMENT ACT: 
EVOLUTION AND CURRENT ISSUES 

The Community Reinvestment Act has had a 
major influence on reinvestment activity 
throughout the country and has stimulated 
greater attention to local needs, especially in 
low-income and minority areas. Yet many 
financial institutions complain that complying 
with the CRA is costly and burdensome, while 
community and consumer groups believe that 
financial institutions are not doing enough to 
help meet the credit needs of residents and 
business in low- and moderate-income areas. 
Today the act remains a source of concerns 
to regulators, bankers, and community activ-
ists, but it also continues to offer wide oppor-
tunities for creatively meeting the credit needs 
of communities. 

268 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the November-January period under 
review, the dollar continued to appreciate 
against the German mark and the Japanese 
yen from the low levels established in the 
previous period. The dollar gained 1 percent 
against the yen, 4.5 percent against the mark, 
and 5.5 percent on a trade-weighted basis. 

271 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 

Industrial production rose 0.4 percent in Janu-
ary, compared with revised gains of 0.2 per-
cent in December and 0.5 percent in Novem-
ber. Total industrial capacity utilization 
increased 0.2 percentage point in January, to 
79.5 percent, the highest rate since October 
1991. 

274 STATEMENTS TO THE CONGRESS 

Griffith L. Garwood, Director, Division of 
Consumer and Community Affairs, gives the 
Federal Reserve's perspectives on bank-
holding-company-related community develop-
ment corporations (CDCs) and other types of 
community development equity investments, 
which are approved by the Federal Reserve, 
and says that although the Federal Reserve 
fully supports the CDC concept, it believes 
that its use has limitations and that it should 
not be oversold, before the Subcommittee on 
Financial Institutions Supervision, Regulation 
and Insurance of the House Committee on 
Banking, Finance and Urban Affairs, Feb-
ruary 3, 1993. 

279 Richard F. Syron, President, Federal Reserve 
Bank of Boston, testifies on the credit avail-
ability problems that have arisen in low-
income communities and focuses on abusive 
practices in second-mortgage lending in Bos-
ton, before the Subcommittee on Consumer 
Credit and Insurance of the House Committee 
on Banking, Finance and Urban Affairs, Feb-
ruary 4, 1993. 

281 John R La Ware, Member, Board of Gover-
nors, and Chairman, Federal Financial Institu-
tions Examination Council, discusses the 
appropriate level of regulation of banking 
institutions and also the study of regulatory 
burden made by the Federal Financial Institu-
tions Examination Council in 1992 and says 
that the regulatory burden imposed on banks 
may threaten their role in providing important 
services to the economy, before the Subcom-
mittee on Financial Institutions Supervision, 
Regulation and Insurance of the House Com-
mittee on Banking, Finance and Urban 
Affairs, February 18, 1993. 
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285 Lawrence B. Lindsey, Member, Board of Gov-
ernors, provides the Federal Reserve's per-
spectives on the current status of the Commu-
nity Reinvestment Act (CRA), and says that 
the CRA is working better than is often recog-
nized and that it has provided much of the 
momentum for the responses by financial 
institutions to the needs of their communities, 
especially in lower-income areas, before the 
Subcommittee on Consumer Credit and Insur-
ance of the House Committee on Banking, 
Finance and Urban Affairs, February 18,1993. 

292 Alan Greenspan, Chairman, Board of Gover-
nors, discusses developments in the economy 
and the conduct of monetary policy and 
says that in 1992 the financial condition of 
households, firms, and financial institutions 
improved and confidence rebounded late in 
the year, before the Senate Committee on 
Banking, Housing, and Urban Affairs, Febru-
ary 19, 1993. (Chairman Greenspan presented 
identical testimony before the Subcommittee 
on Economic Growth and Credit Formation of 
the House Committee on Banking, Finance 
and Urban Affairs, February 23, 1993.) 

302 Chairman Greenspan focuses on the economic 
outlook and the relationship between fiscal 
policy and monetary policy and says that the 
Federal Reserve intends to continue to foster 
economic expansion in the near term while 
using the tools at its disposal to promote a 
financial environment conducive to sustain-
able, long-term growth, before the House 
Committee on the Budget, February 24, 1993. 

307 Governor La Ware speaks about concerns 
related to credit discrimination in mortgage 
lending, and says that the Federal Reserve 
Board is committed to rigorously enforcing 
fair lending laws, before the Senate Commit-
tee on Banking, Housing, and Urban Affairs, 
February 24, 1993. 

314 President Syron discusses the Federal Reserve 
Bank of Boston's recent study of mortgage 
lending patterns and says that a statistically 
significant and economically important gap 
exists between denial rates for white and 

minority applicants for home mortgages and 
that regulators, lenders, and community 
groups must work together to eliminate this 
gap, before the Senate Committee on Bank-
ing, Housing, and Urban Affairs, February 24, 
1993. 

317 ANNOUNCEMENTS 

Issuance of final rule to revise the capital 
adequacy guidelines for bank holding 
companies. 

Proposal to extend the provisions of Regula-
tion E to electronic benefit transfer programs; 
proposed amendments to capital adequacy 
guidelines for state member banks and bank 
holding companies. 

Revisions to the money stock data. 

323 RECORD OF POLICY ACTIONS OF THE 
FEDERAL OPEN MARKET COMMITTEE 

At its meeting on December 22, 1992, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustments to policy during the intermeeting 
period. Accordingly, the directive indicated 
that in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater or 
slightly lesser reserve restraint would be 
acceptable during the intermeeting period. The 
reserve conditions contemplated at this meet-
ing were expected to be consistent with M2 
growth at an annual rate of about 1V2 percent 
and with M3 about unchanged over the four-
month period from November through March. 

331 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

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

April 1993



A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
February 24, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

All BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

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

April 1993



Table of Contents 

379 U.S. INTERNATIONAL TRANSACTIONS 
IN 1992 

After declining in each of the previous four 
years, the U.S. current account deficit widened 
substantially in 1992. A larger merchandise 
trade deficit and the end of cash contributions 
by foreign governments to help finance the 
Persian Gulf War accounted for most of the 
change. The current account deficit was more 
than matched by recorded net capital inflows, 
and the statistical discrepancy in the U.S. 
international transactions accounts was 
negative. 

389 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
FOR FEBRUARY 1993 

Industrial production rose 0.4 percent in Feb-
ruary, for its fifth consecutive monthly gain. 
Total industrial capacity utilization increased 
0.2 percentage point, to 79.9 percent, the high-
est rate since September 1991. 

392 STATEMENTS TO THE CONGRESS 

David W. Mullins, Jr., Vice Chairman, Board 
of Governors, discusses the credit crunch and 
the availability of credit for small businesses, 
and says that although loan demand should 
revive and banks have ample liquidity to sup-
port increased lending, the Federal Reserve is 
working actively to identify and eliminate any 
unwarranted bank regulatory impediments to 
business lending, before the Senate Commit-
tee on Small Business, March 4, 1993. 

395 The presidents of the Federal Reserve District 
Banks discuss regional economic and mone-
tary conditions before the Senate Committee 
on Banking, Housing, and Urban Affairs, 
March 10, 1993: Richard F. Syron, President, 
Boston Federal Reserve Bank; E. Gerald 

Corrigan, President, New York Federal 
Reserve Bank; Edward G. Boehne, President 
Philadelphia Federal Reserve Bank; Jerry L. 
Jordan, President, Cleveland Federal Reserve 
Bank; J. Alfred Broaddus, Jr., President, Rich-
mond Federal Reserve Bank; Robert P. 
Forrestal, President, Atlanta Federal Reserve 
Bank; Silas Keehn, President, Chicago Fed-
eral Reserve Bank; Thomas C. Melzer, Presi-
dent, St. Louis Federal Reserve Bank; Gary H. 
Stern, President, Minneapolis Federal Reserve 
Bank; Thomas M. Hoenig, President, Kansas 
City Federal Reserve Bank; Robert D. 
McTeer, Jr., President, Dallas Federal Reserve 
Bank; Robert T. Parry, President, San Fran-
cisco Federal Reserve Bank. 

464 Vice Chairman Mullins discusses legislative 
initiatives concerning the government securi-
ties market and says that the apparatus of 
reporting requirements in this market that 
could be implemented under H.R.618 might 
reduce the cost of investigating abuses and 
facilitate enforcement, but could also boost 
the cost of every trade and reduce the number 
of market participants, before the Subcommit-
tee on Telecommunications and Finance of the 
House Committee on Energy and Commerce, 
March 17, 1993. 

466 John P. LaWare, member, Board of Gover-
nors, discusses regulatory burden and says 
that this burden has become substantial, rais-
ing the costs of banking services, and that 
what is needed is new approaches to regula-
tion that are more sensitive to cost-benefit 
trade-offs, before the Subcommittee on Com-
merce, Consumer, and Monetary Affairs of the 
House Committee on Government Operations, 
March 17, 1993. 

469 William J. McDonough, Executive Vice Pres-
ident, Federal Reserve Bank of New York, 
reviews the market surveillance activities of 
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the New York Reserve Bank and says that 
over the past year efforts have been focused 
on apparent shortages of specific Treasury secu-
rities and that the Bank will continue to pur-
sue each incident of unusual market activity, 
before the Subcommittee on Telecommunica-
tions and Finance of the House Committee on 
Energy and Commerce, March 17, 1993. 

471 Alan Greenspan, Chairman, Board of Gover-
nors, discusses the burgeoning federal budget 
deficit, which on a cyclically adjusted or struc-
tural basis has hovered around 3 percent of 
potential GDP for the past ten years, and says 
that unless it is addressed, it will increasingly 
threaten the stability of our economic system, 
before the Senate Committee on Finance, 
March 24, 1993. 

473 Chairman Greenspan discusses the availabil-
ity of bank credit to small businesses and says 
that although there has been a substantial 
tightening of lending terms and standards that 
has affected small businesses, banks' attitudes 
toward loans and risktaking are improving, 
before the House Commitee on Small Busi-
ness, March 25, 1993. 

477 ANNOUNCEMENTS 

Meeting of the Consumer Advisory Council. 

New procedures for processing applications 
filed by foreign banks. 

Amendment to Regulation C. 

Amendment to Regulation DD. 

Changes in Board staff. 

Publication of the 79th Annual Report, 1992 
and Annual Report: Budget Review, 1992-93. 

479 MINUTES OF FEDERAL OPEN MARKET 
COMMITTEE MEETING 

At its meeting of February 2-3, 1993, the 
Committee reduced its ranges for monetary 
growth in 1993 by Vi percentage point to rates 
of 2 to 6 percent for M2 and Vi to 4V2 percent 
for M3. The reductions did not signal any 
change in monetary policy but were technical 
in nature and intended to take account of 
ongoing developments that were expected to 

continue to depress the growth of the broad 
measures of money in relation to income in 
1993. The range for total domestic nonfinan-
cial debt was left unchanged at 4V2 to 6V2 per-
cent. In keeping with the Committee's usual 
procedures under the Humphrey-Hawkins 
Act, the ranges would be reviewed at mid-
year, or sooner if deemed necessary, in light 
of the growth and velocity behavior of the 
aggregates and ongoing economic and finan-
cial developments. 

For the intermeeting period ahead, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure 
on reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy over the intermeeting 
period. Accordingly, in the context of the 
Committee's long-run objectives for price sta-
bility and sustainable economic growth, and 
giving careful consideration to economic, 
financial, and monetary developments, the 
directive indicated that slightly greater or 
slightly lesser reserve restraint would be 
acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with 
little change in the levels of M2 and M3 over 
the two-month period from January through 
March. 

495 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

553 DIRECTORS OF FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors by Federal Reserve District. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
March 26, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 
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569 RESERVE REQUIREMENTS: 
HISTORY, CURRENT PRACTICE, 
AND POTENTIAL REFORM 

Laws requiring banks and other depository 
institutions to hold a certain fraction of their 
deposits in reserve, in safe, secure assets, have 
been a part of our nation's banking history for 
many years. Over time, however, the rationale 
for these requirements has changed as the 
financial system has evolved and as knowl-
edge about how reserve requirements affect 
this system has grown. This article reviews 
the basic concepts and current rules regarding 
reserve requirements; provides a history of 
reserve requirements in the United States, 
including recent experience with cuts in these 
requirements; and discusses proposals for 
reforming the system of reserve requirements 
in light of this recent experience and that of 
other countries that have reduced their 
requirements. 

590 INDUSTRIAL PRODUCTION, CAPACITY, 
AND CAPACITY UTILIZATION SINCE 1987 

The Federal Reserve recently revised its index 
of industrial production and the related mea-
sures of capacity and utilization. Compared 
with the previous index, the revised index 
shows that manufacturing grew more slowly 
from 1987 until the onset of recession late in 
1990 and then recovered more rapidly, albeit 
unevenly. The index of industrial capacity was 
also revised downward. Capacity utilization, 
the ratio of output to capacity, was about the 
same for most of 1987-91 as it was before the 
revision. However, the more rapid recovery of 
revised production from the trough and slower 
growth of revised capacity led to an upward 
revision of utilization in late 1992 and early 
1993. 

606 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
FOR MARCH 1993 

Industrial production was unchanged in 
March, after having shown strong gains since 
October; at 112.0 percent of its 1987 average, 
total industrial production was 4.1 percent 
above its year-ago level. Total industrial 
capacity utilization declined 0.2 percentage 
point, to 79.9 percent. 

609 STATEMENT TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors, discusses some of the factors influencing 
recent national and regional trends in bank 
lending as well as changes in the composition 
of banks' balance sheets and says that the 
steps that banks have taken in recent years to 
rebuild their balance sheets have been consid-
erable and may well augur an increase in the 
availability of bank credit, before the Subcom-
mittee on Economic Growth and Credit For-
mation of the House Committee on Banking, 
Finance and Urban Affairs, April 2, 1993. 

614 ANNOUNCEMENTS 

Publication of documents on market risk and 
bank capital by the Basle Committee on Bank-
ing Supervision. 

Issuance of final rule amending risk-based 
capital guidelines for state member banks and 
bank holding companies. 

Revisions to the staff commentary to Regula-
tion Z. 

Revisions to the List of Marginable OTC 
Stocks and to the List of Foreign Margin 
Stocks. 

Release of quarterly table of factors to adjust 
interest income of section 20 companies. 
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617 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
April 28, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A80 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A82 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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649 PROFITS AND BALANCE SHEET 
DEVELOPMENTS AT US. COMMERCIAL 
BANKS IN 1992 

U.S. commercial banks in 1992 continued 
their recovery from the difficulties of recent 
years. Bank profits were $31 Vi billion, an 
increase of $14 billion over 1991, and a record 
0.92 percent of average assets. Return on 
equity also increased sharply, although it 
remained in the range of historical experience. 
Banks retained a sizable proportion of earn-
ings, which, along with a substantial issuance 
of new debt and equity, significantly bolstered 
their capital. The restructuring of bank bal-
ance sheets, which began in 1990, continued 
last year, with loan portfolios contracting and 
securities holdings expanding. 

674 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar depreciated modestly against most 
major currencies during the February-April 
period but declined significantly against the 
Japanese yen amid concerns relating to the 
growing Japanese trade surplus. The dollar's 
decline over the period was 1.6 percent against 
the German mark, 10.9 percent against the 
Japanese yen, and 3.2 percent on a trade-
weighted basis. 

676 STAFF STUDIES 

In The 1989-92 Credit Crunch for Real 
Estate, the authors review current thinking 
about the causes of this episode and summa-
rize a variety of data on its duration and 
extent. The study weighs the relative impor-
tance of the credit crunch and other factors 
that also contributed to the falloff in real estate 
lending; and it considers the long-run outlook 
for the supply of mortgage credit. 

678 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR APRIL 1993 

Industrial production edged up 0.1 percent 
in April, after having shown no change in 
March. Total industrial capacity utilization 
was unchanged at 81.4 percent. 

681 STATEMENTS TO THE CONGRESS 

Richard Spillenkothen, Director of the 
Board's Division of Banking Supervision and 
Regulation, discusses ways in which the 
financial needs of individuals and businesses 
located in economically underserved neigh-
borhoods can be accommodated and says that 
improving conditions in the banking system 
should increase community development lend-
ing, before the Subcommittee on General 
Oversight, Investigations, and the Resolution 
of Failed Financial Institutions of the House 
Committee on Banking, Finance and Urban 
Affairs, May 18, 1993. 

684 Lawrence B. Lindsey, Member, Board of Gov-
ernors, offers the Board's comments on S.924, 
the Home Ownership and Equity Protection 
Act of 1993, legislation that requires addi-
tional disclosures to consumers who take out 
"high-cost mortgages" on their homes and 
restricts the terms of such mortgages, and says 
that it is essential to keep the focus of this 
legislation as narrow as possible to eliminate 
abusive practices while minimizing adverse 
consequences that were clearly not intended 
by the Congress, before the Senate Committee 
on Banking, Housing, and Urban Affairs, 
May 19, 1993. 

689 John P. LaWare, Member, Board of Gover-
nors, discusses the Federal Reserve's role in 
the government's anti-money-laundering 

. efforts and says that the Federal Reserve has 
worked to develop and implement programs 
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and procedures in the bank supervision, cur-
rency, and payments system areas that 
enhance the government's ability to detect and 
deter money laundering activities in financial 
institutions, before the House Committee on 
Banking, Finance and Urban Affairs, May 26, 
1993. 

695 ANNOUNCEMENTS 

Meeting of the Consumer Advisory Council. 

Reduction in prior approval requirements for 
futures commission merchant activities. 

Request for comments on whether to retain, 
modify, or terminate a provision in Regula-
tion O; proposed rule to expand the definition 
of "financial institution" in section 402 of 
the Federal Deposit Insurance Corporation 
Improvement Act. 

Publication of Guide to the Flow of Funds 
Accounts. 

696 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING OF 
MARCH 23, 1993 

At its meeting on March 23, 1993, the Com-
mittee adopted a directive that called for main-
taining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. Accordingly, the directive indicated 
that in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater or 
slightly lesser reserve restraint would 

be acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with a 
resumption of moderate growth in M2 and 
M3 over the second quarter. 

705 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
May 26, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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751 ANATOMY OF THE MEDIUM-TERM NOTE 
MARKET 

Over the past decade, medium-term notes 
(MTNs) have emerged as major sources of 
funding for U.S. and foreign corporations, fed-
eral agencies, supranational institutions, and 
sovereign countries. This article discusses the 
history and economics of the MTN market, 
analyzes statistics on MTNs collected by the 
Federal Reserve, and reviews recent develop-
ments in the U.S. and Euro-MTN markets. 

769 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR MAY 1993 

Industrial production increased 0.2 percent in 
May, a rise that matched the revised gains for 
March and April. Utilization of industrial 
capacity, at 81.6 percent, has been little 
changed since February. 

772 STATEMENTS TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors, discusses issues associated with inter-
state banking and says that interstate banking 
promises wider household and business 
choices at better prices and, for our banking 
system, increased competitive efficiency, the 
elimination of unnecessary costs associated 
with the delivery of banking services, and risk 
reduction through diversification, before the 
Subcommittee on Financial Institutions Super-
vision, Regulation and Deposit Insurance of 
the House Committee on Banking, Finance 
and Urban Affairs, June 22, 1993. 

777 Richard F. Syron, President, Federal Reserve 
Bank of Boston, presents remarks on issues 
related to the ways that interstate banking can 
improve credit flows, and says that current 
restrictions on interstate banking and branch-
ing are anachronistic, before the Subcommit-

tee on Financial Institutions Supervision, 
Regulation and Deposit Insurance of the 
House Committee on Banking, Finance and 
Urban Affairs, June 22, 1993. 

781 Governor LaWare discusses recent steps 
taken by the Federal Reserve, with the other 
federal bank regulatory agencies, to reduce 
regulatory burden on financial institutions and 
to facilitate an increased flow of credit, and 
says that the Federal Reserve is highly sen-
sitive to the matter of regulatory burden 
and seeks to avoid imposing unneccessary or 
ineffective requirements or constraints on the 
banking system, before the Subcommittee on 
Financial Institutions Supervision, Regulation 
and Deposit Insurance of the House Commit-
tee on Banking, Finance and Urban Affairs, 
June 29, 1993. 

788 ANNOUNCEMENTS 

Request for nominations for appointments to 
the Consumer Advisory Council. 
Availability of services to facilitate the same-
day settlement of checks. 
Availability of selected statistical data on 
computer diskettes. 
Proposed interagency rule to amend regula-
tions regarding real estate appraisals. 

Publication of the Bank Holding Company 
Supervision Manual. 

793 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
June 25, 1993. 
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827 MONETARY POLICY REPORT 
TO THE CONGRESS 

The Federal Reserve expects economic activ-
ity to strengthen in the second half of 1993 
and continue to expand moderately in 1994. 
Increases in employment are projected to be 
large enough to keep the unemployment rate 
moving down, and inflation is not expected to 
change materially over this period. 

846 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR JUNE 1993 

Industrial production, which was unchanged 
in May, declined 0.2 percent. Utilization of 
total industrial capacity eased again, to 
81.2 percent. 

849 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gov-
ernors, discusses the Federal Reserve's semi-
annual Monetary Policy Report to the Con-
gress and says that a monetary policy that 
aims at price stability permits low long-term 
interest rates and helps provide a stable setting 
to foster the investment and innovation by the 
private sector that are key to long-run eco-
nomic growth, before the Subcommittee on 
Economic Growth and Credit Formation of 
the House Committee on Banking, Finance 
and Urban Affairs, July 20, 1993. (Chairman 
Greenspan presented identical testimony 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, July 22, 1993.) 

856 ANNOUNCEMENTS 

Appointment of the new president of the Fed-
eral Reserve Bank of New York. 

Actions to ease financial stress in areas of the 
Midwest affected by flooding. 

Erratum regarding data in table 1.27 in the 
August issue of the Bulletin. 

Availability of revised Lists of OTC Margin 
Stocks and of Foreign Margin Stocks. 

859 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on May 18,1993, the Commit-
tee adopted a directive that called for main-
taining the existing degree of pressure on 
reserve positions and that included a bias 
toward possible firming of reserve conditions 
during the intermeeting period. The directive 
indicated that in the context of the Commit-
tee's long-run objectives for price stability 
and sustainable economic growth, and giving 
careful consideration to economic, financial, 
and monetary developments, slightly greater 
reserve restraint would be acceptable or 
slightly lesser reserve restraint might be 
acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with 
appreciable growth in the broader monetary 
aggregates over the second quarter. 

867 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
July 27, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 
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A44 Domestic Nonfinancial Statistics 
A53 International Statistics 
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913 U.S. BRANCHES AND AGENCIES OF 
FOREIGN BANKS: A NEW LOOK 

Branches and agencies of foreign banks have 
been active in U.S. banking markets for the 
past two decades. At year-end 1992, the total 
assets of branches and agencies of non-U.S. 
banks located in the United States exceeded 
$700 billion. Data now available from a new 
supplemental statistical report, used for the 
first time in March 1993, indicate that 
branches of non-U.S. banks located in offshore 
banking centers had assets in excess of 
$300 billion, including almost $80 billion in 
business loans to U.S. borrowers. The new 
data suggest that banks headquartered in coun-
tries other than Japan played a larger role in 
U.S. markets than was previously estimated. 

926 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar appreciated against most major cur-
rencies during the May-July period under 
review, more than reversing its decline earlier 
in the year. The one major exception was the 
dollar's performance relative to the Japanese 
yen: The dollar extended its earlier decline 
against this currency by dropping 5.8 percent 
and hitting successive new lows in June and 
July. 

929 STAFF STUDIES 

Trade credit is an important source of funds 
for business customers, yet little is known 
about the reasons for its use. The authors of 
The Demand for Trade Credit: An Investiga-
tion of Motives for Trade Credit Use by Small 
Businesses drew on data from the National 
Survey of Small Business Finances to test two 
theories. Their analysis indicates that both a 
transaction motive—a desire to realize econo-
mies in cash management—and a financing 

motive—a need to use trade credit because 
credit from other sources is limited— 
apparently prompt small businesses to use 
trade credit to pay for purchases, and that each 
motive accounts for a sizable portion of trade 
credit demand. 

931 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR JULY 1993 

Industrial production, which edged down in 
May and June, increased 0.4 percent in July. 
Utilization of total industrial capacity rose to 
81.5 percent, a level about equal to the aver-
age rate for the first half of the year. 

934 STATEMENT TO THE CONGRESS 

William L. Rutledge, Senior Vice President, 
Federal Reserve Bank of New York, focuses 
on the supervisory process the Federal 
Reserve Bank of New York has followed in 
implementing the Community Reinvestment 
Act (CRA), including trends in the ways in 
which banks have been satisfying their CRA 
obligations, before the Subcommittee on Con-
sumer Credit and Insurance and the Subcom-
mittee on General Oversight, Investigations, 
and the Resolution of Failed Financial Institu-
tions of the House Committee on Banking, 
Finance and Urban Affairs, August 10, 1993. 

937 ANNOUNCEMENTS 

Proposal to amend Regulation A to implement 
section 142 of the Federal Deposit Insurance 
Corporation Improvement Act of 1991 regard-
ing limits on Federal Reserve Bank credit; 
proposed amendments to Regulation S regard-
ing enhanced recordkeeping requirements for 
certain wire transfers by financial institutions. 

Change in Board staff. 
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938 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 
At its meeting on July 6-7,1993, the Commit-
tee voted to lower the ranges that it had estab-
lished in February for growth of M2 and M3 
to ranges of 1 to 5 percent and 0 to 4 percent 
respectively, measured from the fourth quarter 
of 1992 to the fourth quarter of 1993. The 
Committee also voted to reduce the monitor-
ing range for growth of total domestic nonfi-
nancial debt for the year to 4 to 8 percent. 

For the intermeeting period ahead, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that retained a bias 
toward possible firming of reserve conditions 
during the intermeeting period. Accordingly, 
in the context of the Committee's long-run 
objectives for price stability and sustainable 
economic growth, and giving careful consider-
ation to economic, financial, and monetary 
developments, the directive indicated that 
slightly greater reserve restraint would be 
acceptable or slightly lesser reserve restraint 
might be acceptable during the intermeeting 
period. The reserve conditions contemplated 
at this meeting were expected to be consistent 
with modest growth in M2 and M3 over the 
third quarter. 

949 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

AI FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
August 26, 1993. 
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1001 RECENT TRENDS IN THE MUTUAL 
FUND INDUSTRY 

The expanding role of mutual funds has had 
at least two important implications for the 
performance and structure of the financial 
markets. By offering households more diver-
sified investment opportunities and corpo-
rations a greater market for their financial 
instruments, mutual funds have improved 
the efficiency of financial intermediation by 
reducing transaction costs. And as intermedi-
aries competing with banks and thrift institu-
tions, mutual funds have contributed to the 
reduction of the role of these depositories as 
providers of credit in the intermediation pro-
cess and consequently have contributed to 
changes in the relationship between money 
and economic activity. 

1013 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
FOR AUGUST 1993 

Industrial production, which rose 0.4 percent 
in July, increased 0.2 percent in August. For 
a second month, utilization of total industrial 
capacity remained at 81.8 percent, just above 
its level in the spring. 

1016 STATEMENTS TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors of the Federal Reserve System, dis-
cusses the Small Business Loan Securitiza-
tion and Secondary Market Enhancement Act 
(S.384), which seeks to increase the avail-
ability of credit to small businesses by facili-
tating the securitization of small business 
loans and says that the Federal Reserve sup-
ports the objectives of S.384 and believes 
that many of its provisions will prove helpful 
in encouraging the development, through the 
securitization process, of a secondary market 

for small business loans, before the Senate 
Committee on Banking, Housing, and Urban 
Affairs, September 9, 1993. 

1020 Lawrence B. Lindsey, member, Board of 
Governors of the Federal Reserve System, 
reviews the Community Reinvestment Act 
and the current efforts of the agencies to 
strengthen and improve its administration 
and says that in light of President Clinton's 
request to the relevant agencies to examine 
their supervisory approach to this law, the 
Federal Reserve is working with the other 
banking and thrift regulatory agencies to 
comply with the President's request; it is 
gathering information from the public, 
including bankers, small business owners, 
and community groups, and will be in a 
better position to provide meaningful 
thoughts on various legislative proposals at a 
later date, before the Subcommittee on Gen-
eral Oversight, Investigations and the Reso-
lution of Failed Financial Institutions of the 
House Committee on Banking, Finance and 
Urban Affairs, September 17, 1993. 

1026 Governor LaWare discusses the challenges 
that face banks in meeting the service and 
credit needs of low-income and minority 
communities with specific reference to a 
community in Prince George's County, 
Maryland, for which the Board developed a 
profile of current lending activity, and also 
discusses some of the initiatives being under-
taken by the financial institution regulators, 
and by the Federal Reserve specifically, to 
address credit availability for underserved 
areas, before the House Committee on 
Banking, Finance and Urban Affairs, Sep-
tember 24, 1993. 

1031 Governor LaWare discusses the implica-
tions of the proposed North American Free 
Trade Agreement (NAFTA) for the financial 
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services industry and for banking in particu-
lar and says that the financial services chap-
ter of the NAFTA incorporates the principles 
of most-favored-nation and of national treat-
ment that have long been applied in the 
United States with respect to foreign 
investment, establishes a government-to-
government system for settling disputes that 
allows for the participation of persons who 
are knowledgeable about financial services, 
contains a strong provision to protect the 
actions of regulators, and in general would 
do no harm to the safety and soundness of 
the U.S. financial system or its institutions, 
before the House Committee on Banking, 
Finance and Urban Affairs, September 28, 
1993. 

1036 ANNOUNCEMENTS 

Appointment of the Chairmen and Deputy 
Chairmen of the boards of directors of the 
Federal Reserve Banks. 

Meeting of the Consumer Advisory Council. 

Adoption of an interagency policy statement 
regarding branch closings by insured deposi-
tory institutions. 

Issuance of a final rule on the filing of crimi-
nal referrals. 

Release of the quarterly table of adjustment 
factors for interest income for section 20 
companies. 

Proposed amendments to Regulation O; 
proposed revisions to risk-based capital stan-
dards to implement section 305 of the Fed-
eral Deposit Insurance Corporation Improve-
ment Act. 

Change in Board staff. 

1039 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on August 17, 1993, the Com-
mittee adopted a directive that called for 
maintaining the existing degree of pressure 

on reserve positions. The directive also indi-
cated that, in the context of the Committee's 
long-run objectives for price stability and 
sustainable economic growth, and giving 
careful consideration to economic, financial, 
and monetary developments, slightly greater 
or slightly lesser reserve restraint might be 
acceptable during the intermeeting period. 
The reserve conditions contemplated at this 
meeting were expected to be consistent with 
modest growth in M2 and little net change in 
M3 over the balance of the third quarter. 

1047 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
September 28, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A84 INDEX TO STATISTICAL TABLES 

A86 BOARD OF GOVERNORS AND STAFF 

A88 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A90 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A92 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A94 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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1075 INTERSTATE BANKING: A STATUS 
REPORT 

All states except Hawaii now permit their 
banks to be acquired by bank holding compa-
nies headquartered in some or all other states. 
A few states allow banks to branch across 
state lines. This article reports on the status 
of interstate banking laws, compares inter-
state bank holding companies and interstate 
branch banks as alternative means of bank 
expansion, provides some data on interstate 
banking organizations, and reviews the effect 
of interstate banking on bank concentration. 

1090 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR 
SEPTEMBER 1993 

Industrial production increased 0.2 percent 
in September; the revised index showed 
gains of 0.1 percent in August and 0.2 per-
cent in July. Utilization of total industrial 
capacity, at 81.6 percent, has been essentially 
unchanged since February. 

1093 STATEMENTS TO THE CONGRESS 

John P. LaWare, Member, Board of Gover-
nors, discusses the interstate banking and 
insurance provisions of S.543, legislation 
that would authorize interstate banking 
nationwide through the acquisition of exist-
ing banks within a year after enactment and 
would also permit national banks to engage 
in insurance agency activities that are now 
permissible for state banks; he says that the 
Board supports legislation to remove restric-
tions on geographic expansion and to pro-
vide for insurance agency activites by banks 
and bank holding companies, before the Sen-
ate Committee on Banking, Housing, and 
Urban Affairs, October 5, 1993. 

1098 Governor LaWare discusses the Board's 
views on H.R.2600, the Business, Commer-
cial, and Community Development Second-
ary Market Development Act, which has as 
its objective to promote economic growth 
and credit formation by facilitating the devel-
opment of a secondary market for business, 
commercial, and community development 
debt and equity investments in the private 
sector; he says that the Federal Reserve 
shares this important objective, before the 
Subcommittee on Economic Growth and 
Credit Formation of the House Committee 
on Banking, Finance and Urban Affairs, 
October 7, 1993. 

1100 Alan Greenspan, Chairman, Board of Gover-
nors, reviews the important issues raised by 
recent legislative initiatives to alter the struc-
ture of the Federal Reserve System, includ-
ing provisions that would change the status 
of Reserve Bank presidents, broaden the 
authority of the General Accounting Office 
to audit the Federal Reserve, and mandate 
additional disclosure of monetary policy 
decisions and discussions; he says that in his 
view it would be a mistake to legislate struc-
tural reform when, as in this case, compel-
ling evidence of the need for change is 
lacking, before the House Committee on 
Banking, Finance and Urban Affairs, Octo-
ber 13, 1993. 

1107 Chairman Greenspan provides his views on 
the appropriate degree of disclosure by the 
Federal Open Market Committee (FOMC); 
he says that he firmly believes that a shift to 
prompter disclosure of the substance of 
FOMC deliberations will adversely affect the 
discussions and decisions and therefore mon-
etary policy itself, before the House Commit-
tee on Banking, Finance and Urban Affairs, 
October 19, 1993. 
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1110 David W. Mullins, Jr., Vice Chairman, Board 
of Governors, presents his views on the por-
tion of H.R.28, the Federal Reserve System 
Accountability Act, dealing with disclosure 
of FOMC deliberations; he says that in his 
view the current process works well and that 
substantial changes in disclosure of these 
deliberations would threaten the quality of 
monetary policy decisions, before the House 
Committee on Banking, Finance and Urban 
Affairs, October 19, 1993. 

1111 Wayne D. Angell, Member, Board of Gover-
nors, presents his views on the accountability 
of monetary policy, and says that the current 
procedures regarding disclosure are on the 
right track because they permit a careful 
review of alternative policies while allowing 
the Congress and the public to analyze both 
the process by which decisions are reached 
and the results, before the House Committee 
on Banking, Finance and Urban Affairs, 
October 19, 1993. 

1112 Edward W. Kelley, Jr., Member, Board of 
Governors, presents his views on H.R.28, 
and says that the existing procedures for 
release of FOMC decisions are responsive to 
the public's right to be informed and that 
there is complete accountability for results, 
before the House Committee on Banking, 
Finance and Urban Affairs, October 19, 
1993. 

1113 Governor LaWare comments on the intia-
tives in H.R.28 that are purportedly designed 
to improve the accountability of the FOMC 
for monetary policy and specifically on the 
requirement for a full and timely accounting 
of each FOMC meeting; he says that a verba-
tim transcript or a videotape recording of the 
meetings of the FOMC might significantly 
inhibit the free exchange of ideas, a problem 
that would be heightened by the knowledge 
that the matters under discussion are highly 
sensitive for financial markets here and 
around the world, before the House Commit-
tee on Banking, Finance and Urban Affairs, 
October 19, 1993. 

1114 Lawrence B. Lindsey, Member, Board of 
Governors, comments on provisions of 
H.R.28 that pertain to the release of informa-
tion on monetary policy and says that video-
taping the meetings would probably reduce 
the usefulness of them in that the give and 
take in the discussion among policymakers 
would be sharply reduced and more policy 
discussions would tend to take place outside 
FOMC meetings, before the House Commit-
tee on Banking, Finance and Urban Affairs, 
October 19, 1993. 

1115 Susan M. Phillips, Member, Board of Gover-
nors, presents her views on the reporting of 
FOMC actions, with specific reference to 
sections of H.R.28 that focus on maintaining 
a record of the FOMC meetings; she says 
that if a videotape or a literal transcript of 
FOMC meetings were to be released, she 
believes that many members would feel con-
strained to speak only from prepared state-
ments, thereby losing the analytical approach 
now used in building on each other's obser-
vations in a truly deliberative process, before 
the House Committee on Banking, Finance 
and Urban Affairs, October 19, 1993. 

1116 The presidents of the twelve Federal Reserve 
District Banks discuss maintaining records 
of FOMC meetings, before the House 
Committee on Banking, Finance, and Urban 

' Affairs, October 19, 1993. 

1127 Governor Lindsey discusses the Community 
Reinvestment Act (CRA) and the current 
efforts of the regulatory agencies to 
strengthen and improve its administration; he 
says that he is aware of the concern about 
whether the Federal Reserve's enforcement 
of the CRA has been vigorous enough and 
that the Federal Reserve's goal is to ensure 
that all citizens are being treated fairly, 
before the Subcommittee on Consumer 
Credit and Insurance of the House Commit-
tee on Banking, Finance and Urban Affairs, 
October 21, 1993. 

1132 Governor Angell speaks on the authority of 
the General Accounting Office (GAO) to 
audit Federal Reserve operations and the 
changes to that authority that would be made 
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by H.R.28; he says that the GAO has broad 
authority to audit most of the operations of 
both the Federal Reserve Board and the Fed-
eral Reserve Banks and that expanding the 
GAO's audit authority over the Federal 
Reserve into areas that are now exempt 
would be contrary to the public interest, 
before the House Committee on Banking, 
Finance and Urban Affairs, October 27, 
1993. 

1135 President McDonough, of the New York 
Federal Reserve Bank, provides his views on 
the provisions of H.R.28 that relate to the 
audit of the Federal Reserve Banks by the 
GAO in the context of the implications of the 
proposal for the actions taken by the New 
York Bank in implementing FOMC deci-
sions and in carrying out activities for for-
eign accounts; he says that the current 
authority of the GAO to audit the New York 
Bank provides sufficient scope to address 
many of the concerns that have been raised, 
before the House Committee on Banking, 
Finance and Urban Affairs, October 27, 
1993. 

1137 Governor Phillips presents the views of the 
Board on issues of safety and soundness 
associated with derivatives activities of bank-
ing organizations; she says that the Board 
believes that it and the other banking super-
visors have made significant progress in 
strengthening policies relating to bank deriv-
atives activities and have the authority neces-
sary to address such issues as accounting and 
financial reporting, before the House Com-
mittee on Banking, Finance and Urban 
Affairs, October 28, 1993. 

1143 ANNOUNCEMENTS 

Issuance of warning on the use of question-
able financial instruments. 

Availability of revised Lists of OTC Margin 
Stocks and of Foreign Margin Stocks. 

Change in Board staff. 

1145 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
October 27, 1993. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES 
AND SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A80 INDEX TO VOLUME 79 

A94 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A96 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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1 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the August-October period, the dollar 
appreciated 3.7 percent against the Japanese 
yen, depreciated 3.2 percent against the Ger-
man mark, and was little changed on a trade-
weighted average basis, declining 0.4 percent. 

5 STAFF STUDIES 

In The Economics of the Private Placement 
Market, the authors examine the economic 
foundations of the market for privately placed 
debt, analyze the market's role in corporate 
finance, and determine its relationship to other 
corporate debt markets. They also analyze the 
effects on the market of recent occurrences 
such as a credit crunch in the below-
investment-grade segment, the adoption of 
Rule 144A by the Securities and Exchange 
Commission, and the changing role of com-
mercial banks. 

7 INDUSTRIAL PRODUCTION AND CAPACITY 
UTILIZATION 

Industrial production rose 0.8 percent in Octo-
ber after an upwardly revised gain of 0.4 per-
cent in September. The utilization of total 
industrial capacity increased 0.8 percentage 
point between August and October. It now 
stands at 82.4 percent, the highest rate since 
August 1990 and 0.5 percentage point above 
the 1967-92 average. 

10 STATEMENTS TO THE CONGRESS 

Lawrence B. Lindsey, member, Board of Gov-
ernors, presents the results of the 1992 Home 
Mortgage Disclosure Act (HMDA) data and 
says that the HMDA data provide a starting 
point for in-depth analyses of the mortgage 
lending practices of individual institutions and 

that the Federal Reserve is engaged in an 
aggressive effort in its fair lending examina-
tions to identify any violations of the fair lend-
ing laws for corrective action, before the Senate 
Committee on Banking, Housing, and Urban 
Affairs, November 4, 1993. 

19 John P. LaWare, member, Board of Governors, 
presents the views of the Board on the pro-
posed legislation on Fair Trade in Financial 
Services (H.R.3248) and says that the legisla-
tion would change two fundamental principles 
in U.S. policy toward participation by foreign 
financial firms in U.S. markets—national treat-
ment and grandfather rights for existing foreign 
banking operations—and says that both of these 
principles are worth preserving, before the Sub-
committee on International Development, 
Finance, Trade and Monetary Policy of the 
House Committee on Banking, Finance and 
Urban Affairs, November 9, 1993. 

23 ANNOUNCEMENTS 

Response to proposals to restructure the bank-
ing supervisory agencies. 

Availability of 1994 fee schedules for services 
provided by the Federal Reserve Banks. 

Approval of volume-based pricing for certain 
services and products offered by the Federal 
Reserve Banks of Richmond and Minneapolis. 

Increase in the net transaction accounts to 
which a 3 percent reserve requirement applies. 

Approval of an extension of an interim provi-
sion in Regulation O. 

Supplemental information to the proposed rule 
on real estate appraisals; interagency notice of 
proposed rulemaking prescribing safety and 
soundness standards required by section 132 of 
the Federal Deposit insurance Corporation 
Improvement Act of 1991; advance notice of 
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porposed rulemaking on Regulation M; pro-
posed amendments to Regulation DD; proposal 
to expand the Fedwire funds transfer format 
and adopt a more comprehensive set of data 
elements. 

Publication of a revision of the Bank Holding 
Company Supervision Manual. 

Change in Board staff. 

25 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on September 21, 1993, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. Accordingly, the directive indicated that 
in the context of the Committee's long-run 
objectives for price stability and sustainable 
economic growth, and giving careful consid-
eration to economic, financial, and monetary 
developments, slightly greater or slightly lesser 
reserve restraint might be acceptable during the 
intermeeting period. The contemplated reserve 
conditions were expected to be consistent with 
modest growth in M2 and M3 over the balance 
of the year. 

33 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and pend-
ing cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
November 24, 1993. 

A 3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A44 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 

SPECIAL TABLES 

A 7 0 INDEX TO STATISTICAL TABLES 

A72 BOARD OF GOVERNORS AND STAFF 
A74 FEDERAL OPEN MARKET COMMITTEE 

AND STAFF; ADVISORY COUNCILS 

A 7 6 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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79 RESIDENTIAL LENDING TO LOW-INCOME 
AND MINORITY FAMILIES: EVIDENCE 
FROM THE 1992 HMDA DATA 
In recent years, the access of lower-income 
and minority households to mortgage credit 
has drawn considerable attention, as more 
information about mortgage lending has 
become available under the Home Mortgage 
Disclosure Act (HMDA). This article uses the 
HMDA data to analyze patterns of loan appli-
cations and their disposition by the income, 
race, or ethnicity of the applicant and by the 
location of the property pertaining to the loan. 
It also examines lending in different types of 
neighborhoods, including those in central city 
and in noncentral city locations, and describes 
the role of mortgage originators and of institu-
tions that purchase mortgages. Finally, it 
reviews the use of HMDA data to monitor the 
way institutions comply with laws pertaining 
to fair lending, community reinvestment, and 
affordable housing. 

109 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
Industrial production rose 0.9 percent in 
November, following a revised gain of 
0.7 percent in October. The recent strength in 
output boosted the utilization of total indus-
trial capacity 0.6 percentage point in Novem-
ber and 0.5 percentage point in October. 
Capacity utilization in November stood at 
83.0 percent. 

In December, industrial production rose 
0.7 percent. At 114.0 percent of its 1987 aver-
age, industrial production in December was 
4.6 percent above its level a year earlier. 
Reflecting the sustained strong growth in out-
put, the utilization of total industrial capacity 
rose 0.5 percentage point in December. Capac-

ity utilization at the end of 1993 stood at 
83.5 percent, 2.5 percentage points above its 
year-ago level but still below its most recent 
1988-89 peak. 

114 STATEMENT TO THE CONGRESS 
J. Virgil Mattingly, General Counsel, Board of 
Governors, testifies in connection with the 
hearing into requests that Sheikh Zayed 
al-Nahyan and two of his adult sons be 
granted head-of-state immunity in connection 
with pending civil litigation relating to the 
acquisition of the First American banking 
organization by the Bank of Credit and 
Commerce International, S.A. (BCCI) and 
briefly summarizes the BCCI matter and the 
Board's enforcement actions relating to it, 
before the House Committee on Banking, 
Finance and Urban Affairs, December 9,1993. 

118 ANNOUNCEMENTS 
Appointment of new members to the Thrift 
Institutions Advisory Council. 
Amendments to Regulation A. 
Amendments to Regulation B. 
Amendments to the risk-based capital guide-
lines affecting the treatment of certain multi-
family housing loans. 

Proposal to assess charges for examinations of 
U.S. branches, agencies, and representative 
offices of foreign banks; proposal to amend 
the risk-based capital guidelines for state 
member banks and bank holding companies to 
include in tier 1 capital net unrealized holding 
gains and losses on securities available for 
sale. 

Change in Board staff. 
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120 MINUTES OF OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on November 16, 1993, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. The directive stated that in the context 
of the Committee's long-run objectives for 
price stability and sustainable economic 
growth, and giving careful consideration to 
economic, financial, and monetary develop-
ments, slightly greater or slightly lesser 
reserve restraint might be acceptable during 
the intermeeting period. The reserve condi-
tions associated with this directive were 
expected to be consistent with modest growth 
in M2 and M3 over coming months. 

129 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 
These tables reflect data available as of 
December 28,1993. 

A3 GUIDE TO TABULAR PRESENTATION 
A4 Domestic Financial Statistics 

A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A84 INDEX TO STATISTICAL TABLES 

A86 BOARD OF GOVERNORS AND STAFF 

A88 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A90 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A92 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A94 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

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

February 1994



Table of Contents 

199 MONETARY POLICY REPORT TO THE 
CONGRESS 

Nineteen ninety-three turned out to be a favor-
able year for the U.S. economy, with notable 
gains in real output, declines in joblessness, 
and a further small drop in the rate of infla-
tion. Financial conditions conducive to growth 
prevailed throughout 1993 and gave consider-
able impetus to activity. With the Federal 
Reserve keeping reserve market pressures un-
changed, short-term interest rates held steady 
during the year at unusually low levels, espe-
cially when measured relative to inflation or 
inflation expectations. In addition, long-term 
rates declined further, partly in response to 
actions taken by the Congress and the Admin-
istration to put the federal deficit on a more 
favorable trend. 

220 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION SINCE 1990: 
A REVISION 

The Federal Reserve's index of industrial pro-
duction and the related measures of capacity 
and capacity utilization have been revised. 
The effect on total production was very small. 
Growth of total industrial capacity is esti-
mated to have been about a quarter of a per-
cent per year higher in 1992 and 1993 than 
previously reported. As a result, the rate of 
capacity utilization for the fourth quarter of 
1993 has been revised down more than half a 
percentage point. 

227 INDUSTRIAL PRODUCTION 
AND CAPACITY UTILIZATION 
FOR JANUARY 1994 

Industrial production rose 0.5 percent in Janu-
ary, following an upwardly revised gain of 
0.9 percent in December. The utilization of 
total industrial capacity advanced 0.2 percent-

age point to 83.1 percent, which is 2.2 percent-
age points above the year-ago level but 
1.7 percentage points below the 1988-89 
peak. 

230 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, identifies the broad considerations that 
will likely shape the policy decisions of the 
Board in the weeks and months ahead and 
says that the foundations of the economic 
expansion are looking increasingly well en-
trenched but that short-term interest rates are 
abnormally low in real terms and will have to 
be moved to a more neutral stance, before the 
Joint Economic Committee of the U.S. Con-
gress, January 31, 1994. 

i i 
234 ANNOUNCEMENTS 

Resignation of David W. Mullins, Jr. as Vice 
Chairman and as a member of the Board of 
Governors. 

Retirement of Wayne D. Angell as a member 
of the Board of Governors. 

Statement by Chairman Greenspan on the res-
ignation of Vice Chairman Mullins and the 
retirement of Governor Angell. 

Appointment of new members to the Con-
sumer Advisory Council and designation of 
a new chairman and vice chairman of the 
council. 

Preliminary figures available on the operating 
income of the Federal Reserve Banks. 

Appointment of new Class C directors at 
seven Federal Reserve Banks. 

Thirty-day extension of the comment period 
on a proposal to amend Regulation M; thirty-
day extension of the comment period on pro-
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posed changes to Regulation BB; thirty-day 
extension of the comment period on a pro-
posed amendment to Regulation DD; publica-
tion of a proposed official staff commentary 
on Regulation DD. 

Publication of revised lists of over-the-
counter stocks and of foreign margin stocks. 

Errata in Bulletin table. 

Publication of the Annual Statistical Digest, 
1992. 

241 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

267 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-94 

List of appointive and ex officio members. 

A 1 FINANCIAL AND BUSINESS STATISTICS 

A3 GUIDE TO TABULAR PRESENTATION 
A4 Domestic Financial Statistics 

A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A69 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A70 INDEX TO STATISTICAL TABLES 

All BOARD OF GOVERNORS AND STAFF 

A74 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A76 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

These tables reflect data available as of 
January 26, 1994. 
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269 BUSINESS-TO-BUSINESS PAYMENTS AND 
THE ROLE OF FINANCIAL ELECTRONIC 
DATA INTERCHANGE 

Today, the majority of businesses pay their 
suppliers and service providers with paper 
checks despite business managers' emphasis 
on improving productivity through automa-
tion. Moreover, electronic data interchange 
(EDI) now permits businesses to send busi-
ness information to other businesses electroni-
cally, and financial electronic data interchange 
(financial EDI) permits businesses to send 
payments with remittance data electronically 
through the banking system to pay suppliers 
and service providers. This article examines 
the ways business-to-business payments are 
made today and describes the methods for 
making financial EDI payments. It also ex-
plores the reasons that businesses have chosen 
to use various payment instruments, the bene-
fits of financial EDI, and the impediments to 
its use. 

279 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

The dollar appreciated modestly against most 
major currencies during the November-
January period. It rose 2.9 percent against the 
German mark, 0.1 percent against the Japa-
nese yen, and 0.5 percent on a trade-weighted 
basis. The U.S. monetary authorities did not 
undertake any intervention operations during 
the period. 

282 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR 
FEBRUARY 1994 

Industrial production rose 0.4 percent in Feb-
ruary to 115.1 percent of its 1987 average, 

after a gain of 0.5 percent in January. The 
utilization of total industrial capacity edged up 
0.1 percentage point, to 83.4 percent, which is 
2.2 percentage points above the year-ago level 
but 1.4 percentage points below the 1988-89 
peak. 

285 STATEMENTS TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors, presents the views of the Federal 
Reserve Board on the proposed legislation on 
Fair Trade in Financial Services (H.R.3248) 
and says that the Federal Reserve opposes this 
legislation because it believes that the policy 
of national treatment has served the country 
well and because the upcoming negotiations 
of the Uruguay Round are the best hope for 
achieving further progress in opening foreign 
financial markets for U.S. financial firms, 
before the Subcommittee on Financial Institu-
tions, Supervision, Regulation, and Deposit 
Insurance of the House Committee on Bank-
ing, Finance and Urban Affairs, February 1, 
1994. 

286 Lawrence B. Lindsey, member, Board of Gov-
ernors, discusses Community Reinvestment 
Act (CRA) reform and says that the Federal 
Reserve has been highly aggressive in its 
approach to proposing comprehensive regu-
latory reform of the CRA and that it has 
attempted to balance the competing concerns 
of providing greater specificity on what is 
expected on the one hand without dictating 
credit decisions on the other, before the Sub-
committee on General Oversight, Investiga-
tions, and the Resolution of Failed Financial 
Institutions of the House Committee on Bank-
ing, Finance and Urban Affairs, February 1, 
1994. 
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291 Governor Lindsey reviews the efforts to 
reform the CRA by amending the regulations 
of the federal financial institution regulatory 
agencies and says that the Federal Reserve 
developed proposed changes to its CRA 
regulations in conjunction with the other 
agencies and that he is paying particular atten-
tion to comments about the details of imple-
mentation and unintended consequences from 
how the proposal will work in practice, before 
the Subcommittee on Consumer Credit and 
Insurance of the House Committee on Bank-
ing, Finance and Urban Affairs, February 8, 
1994. 

296 The Board of Governors comments on the 
credit and charge card legislation being con-
sidered in H.R.I842 and H.R.2175 and says 
that it believes that existing law supplies con-
sumers with adequate information about the 
key costs associated with credit and charge 
card accounts and that a provision of the 
proposed legislation that would allow gov-
ernment agencies to pass the costs of credit 
transactions directly on to consumers could 
increase public use of a more convenient pay-
ment option but would also create different 
rules for the private and public sectors, in a 
statement submitted to the Subcommittee on 
Consumer Credit and Insurance of the House 
Committee on Banking, Finance and Urban 
Affairs, February 9, 1994. 

301 Alan Greenspan, Chairman, Board of Gover-
nors, presents the Federal Reserve's semian-
nual monetary policy report to the Congress 
and says that the performance of the U.S. 
economy has improved appreciably and that 
the projections of the Federal Open Market 
Committee members suggest a continuation of 
good economic performance in 1994, with 
reasonable growth and subdued inflation, 
although there are considerable risks to this 
generally favorable outlook, before the Sub-
committee on Economic Growth and Credit 
Formation of the House Committee on Bank-
ing, Finance and Urban Affairs, February 22, 
1994. 

307 ANNOUNCEMENTS 
Increase in pressure on reserve positions 
announced by Chairman Greenspan. 

Statement by Chairman Greenspan on the 
resignation of President Syron of the Federal 
Reserve Bank of Boston. 

Meeting of the Consumer Advisory Council. 

Approval of a final rule regarding a change in 
the Federal Deposit Insurance Corporation 
Improvement Act. 

Amendments to Regulation E. 

Amendments to Regulation O. 

Delay in the distribution of a new criminal 
referral form for use by financial institutions. 

Proposal to revise the risk-based capital stan-
dards; proposal to simplify and update Regu-
lation E. 

Publication of a consumer affairs brochure, 
Making Sense of Savings. 

Revisions to the money stock data. 

315 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 
At its meeting on December 21, 1993, the 
Committee adopted a directive that called for 
maintaining the existing degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. The directive stated that, in the context 
of the Committee's long-run objectives for 
price stability and sustainable economic 
growth, and giving careful consideration to 
economic, financial, and monetary devel-
opments, slightly greater or slightly lesser 
reserve restraint might be acceptable during 
the intermeeting period. The reserve condi-
tions associated with this directive were 
expected to be consistent with moder-
ate growth in M2 and M3 over the months 
ahead. 
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325 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 
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365 U.S. INTERNATIONAL TRANSACTIONS 
IN 1993 

The U.S. current account deficit widened from 
$66 billion in 1992 to $109 billion in 1993— 
the largest deficit in six years. This broadest 
measure of the external deficit worsened 
largely because U.S. domestic economic 
activity gained momentum while growth in 
the major U.S. markets abroad on average 
was sluggish. All components of the cur-
rent account either remained constant or 
deteriorated. 

379 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR 
MARCH 1994 

Industrial production rose 0.5 percent in 
March after a gain of 0.6 percent in February. 
At 115.6 percent of its 1987 average, indus-
trial production was 5.1 percent higher in 
March than it was a year earlier. The utiliza-
tion of industrial capacity increased 0.2 per-
centage point, to 83.6 percent. 

382 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, presents the views of the Federal 
Reserve Board on proposals to consolidate the 
banking regulators into a single agency and 
says that the Board agrees with the proposals' 
objectives of reducing the government's costs 
of regulating and supervising banks and bank-
ers' costs and burdens from duplicative exam-
ination and overlapping supervision and, in 
general, of making the supervisory process 
more efficient and more accountable but 
believes that it is possible to achieve the 
objectives without creating the risks of one 
regulator that so trouble the Board, before the 
Senate Committee on Banking, Housing, and 
Urban Affairs, March 2, 1994. 

385 John P. LaWare, member, Board of Gover-
nors, describes the actions the Board has taken 
to regulate bank sales of mutual funds and 
presents the Board's views on what additional 
regulatory or congressional action is neces-
sary and says that the selling of mutual funds 
and other investment products in a manner 
that is not misleading and that provides cus-
tomers with accurate and complete informa-
tion is an important element of safe and sound 
banking that the Board intends to enforce, 
before the Subcommittee on Financial Institu-
tions Supervision, Regulation and Deposit 
Insurance of the House Committee on Bank-
ing, Finance and Urban Affairs, March 8, 
1994. 

389 Governor LaWare discusses regulatory and 
other intiatives designed to stimulate bank 
lending, especially to small businesses, and 
says that the Federal Reserve recognizes the 
highly important role that business firms play 
in the economy and the need to promote the 
flow of credit to these firms and that it will 
continue to seek ways, consistent with safety 
and soundness standards, to achieve this 
objective, before the House Committee on 
Small Business, March 17, 1994. 

393 ANNOUNCEMENTS 

Action taken by the Federal Open Market 
Committee. 

Retirement of Silas Keehn as President of the 
Federal Reserve Bank of Chicago. 

Availability of some transcripts of meetings of 
the Federal Open Market Committee. 

Appointment of new member to the Consumer 
Advisory Council. 

Establishment of temporary swap facility with 
Mexico. 
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Publication of 80th Annual Report, 1993 of 
the Federal Reserve Board. 

Proposal to amend Regulation Y. 

395 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE 
At its meeting on February 3-4, 1994, the 
Committee affirmed the ranges for monetary 
growth in 1994 that it had established on a 
tentative basis at its meeting on July 6-7, 
1993; these ranges were 1 to 5 percent for M2 
and 0 to 4 percent for M3. The monitoring 
range for total domestic nonfinancial debt was 
left unchanged at 4 to 8 percent. In keeping 
with the Committee's usual procedures under 
the Humphrey-Hawkins Act, the ranges 
would be reviewed at midyear, or sooner if 
deemed necessary, in light of the behavior of 
the aggregates and ongoing economic and 
financial developments. 

For the intermeeting period ahead, the 
Committee adopted a directive that called for 
a slight increase in the degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. The directive stated that in the context 
of the Committee's long-run objectives for 
price stability and sustainable economic 
growth, and giving careful consideration to 
economic, financial, and monetary develop-
ments, slightly greater or slightly lesser re-
serve restraint might be acceptable during the 
intermeeting period. The reserve conditions 
associated with this directive were expected to 
be consistent with moderate growth in M2 and 
M3 over the first half of 1994. 

410 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

467 DIRECTORS OF FEDERAL RESERVE 
BANKS AND BRANCHES 

List of directors by Federal Reserve District. 
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These tables reflect data available as of 
March 29, 1994. 
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A84 BOARD OF GOVERNORS AND STAFF 
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AND STAFF; ADVISORY COUNCILS 

A88 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A90 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A92 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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483 PROFITS AND BALANCE SHEET 
DEVELOPMENTS AT US. COMMERCIAL 
BANKS IN 1993 

In 1993, U.S. commercial banks had their best 
year since World War II. The return on assets 
reached 1.21 percent, nearly one-third higher 
than in 1992. The return on equity also 
reached a postwar high, exceeding 15 percent 
for the first time. Profits increased primarily 
because of a decline in provisions for loan 
losses. They continued to be boosted by rela-
tively wide net interest margins, strong gains 
from trading activities, and high income from 
fees. Last year's profit performance allowed 
banks to increase dividends sharply and still to 
boost capital by retaining a very high share of 
income. Substantial issuance of equity and 
subordinated debt, when added to the high 
level of retained earnings, led to further 
increases in capital ratios. With profits high 
and capital ratios comfortable, banks appeared 
to be more willing to expand their balance 
sheets. The growth in bank assets picked up 
with securities holdings continuing the rapid 
expansion of recent years and bank loans ris-
ing strongly after two years of decline. Bank 
loan growth picked up further in early 1994, 
reflecting an acceleration of business and con-
sumer loans. 

511 STATEMENTS TO THE CONGRESS 

John P. LaWare, member, Board of Gover-
nors, presents the views of the Board on sev-
eral topics related to hedge funds and says that 
the Federal Reserve will continue to work 
with other U.S. agencies and with foreign cen-
tral banks to monitor important developments 
in financial markets and to ensure that it is in a 
position to react promptly to any problems 
that might arise, before the House Committee 
on Banking, Finance and Urban Affairs, 
April 13, 1994. 

517 Governor LaWare discusses the Board's views 
on H.R.3447, "The Securities Regulatory 
Equality Act," and says that the Board has 
several concerns about the approach of 
H.R.3447, which would prohibit banks from 
directly conducting most securities activities, 
because it believes that the prohibitions of 
H.R.3447 would stifle competition in the mar-
ketplace for securities services and signifi-
cantly increase costs to small banks without 
improving supervision of their securities activ-
ities, before the Subcommittee on Telecom-
munications and Finance of the House Com-
mittee on Energy and Commerce, April 14, 
1994. 

508 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR APRIL 1994 

Industrial production rose 0.3 percent in April 
after gains of 0.5 percent in each of the three 
preceding months. At 116.0 percent of its 
1987 average, industrial production was 
5.0 percent higher in April than it was a year 
earlier. The utilization of total industrial 
capacity held steady, at 83.6 percent. 

522 ANNOUNCEMENTS 

Joint statement of the North American Finan-
cial Group. 

Slight increase in pressure on reserve 
requirements. 

Statement by Chairman Greenspan on the 
nomination of two new members of the Board. 

Release of quarterly table of factors to adjust 
interest income of section 20 subsidiaries. 
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Revisions to the List of Marginable OTC 
Stocks and to the List of Foreign Margin 
Stocks. 

Changes in Board staff. 

525 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
April 27, 1994. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A68 INDEX TO STATISTICAL TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A78 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A80 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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571 HOME EQUITY LENDING: EVIDENCE 
FROM RECENT SURVEYS 

Borrowing against home equity appears to 
have leveled off after its rapid rise in the late 
eighties. In 1993, about one in eight home-
owners had home equity credit; roughly two-
thirds of the loans were lines of credit and 
one-third were traditional home equity loans. 
This article describes the consumers who bor-
row against their home equity and the lending 
institutions that make the loans, presents esti-
mates of aggregate home equity debt outstand-
ing, and discusses influences on growth. 

584 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the February-April period, the dollar 
declined 4.6 percent against the German mark, 
6.5 percent against the Japanese yen, and 
3.6 percent on a trade-weighted basis. 

589 STAFF STUDY SUMMARY 

In A Summary of Merger Performance Studies 
in Banking, 1980-93, and an Assessment of 
the "Operating Performance" and "Event 
Study" Methodologies, the author examines 
thirty-nine studies published from 1980 to 
1993 on the effects of bank mergers on effi-
ciency, profitability, or stockholder wealth. 
The review looks for general conclusions 
regarding the performance effects of bank 
mergers and also offers a broad assessment of 
the two methodological approaches used by 
the studies. 

591 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR MAY 1994 

Industrial production rose 0.2 percent in May 
after a revised 0.1 percent increase in April. 
At 116.1 percent of its 1987 average, total 

industrial production was 5.5 percent higher 
in May than it was a year earlier. The utiliza-
tion of total industrial capacity edged down 
0.1 percentage point, to 83.5 percent. 

594 STATEMENTS TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, sets forth the Board's views on the im-
pact of derivative instruments on our nation's 
financial system, identifies the challenges that 
derivatives pose to users and to policymakers, 
discusses the steps that the Federal Reserve 
has taken or plans to take to meet those chal-
lenges, and concludes with the Board's assess-
ment of the need for remedial legislation 
relating to derivative instruments, before the 
Subcommittee on Telecommunications and 
Finance of the House Committee on Energy 
and Commerce, May 25, 1994. 

606 Chairman Greenspan discusses recent mone-
tary policy and says that the intention of the 
Federal Reserve is to promote financial condi-
tions under which our economy can grow at 
its greatest potential, consistent with steady, 
noninflationary expansion of employment and 
incomes and that if the Federal Reserve is 
successful in its current endeavors, there will 
not be an increase in overall inflation and 
trends toward price stability will be extended, 
before the Senate Committee on Banking, 
Housing, and Urban Affairs, May 27, 1994. 

610 ANNOUNCEMENTS 

Change in the discount rate and federal funds 
rate. 

Meeting of Consumer Advisory Council. 

Proposal to amend the Federal Reserve's risk-
based capital guidelines for state member 
banks and bank holding companies; joint 
interagency proposal of advanced rulemaking 
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concerning the regulatory treatment of 
recourse arrangements and direct credit sub-
stitutes; proposed amendments to Regula-
tion DD. 

Extension of comment period on proposal to 
simplify and update Regulation E. 

Changes in Board staff. 

612 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on March 22, 1994, the Com-
mittee adopted a directive that called for a 
slight increase in the degree of pressure on 
reserve positions and that did not include a 
presumption about the likely direction of any 
adjustment to policy during the intermeeting 
period. Accordingly, the directive indicated 
that, in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater or 
slightly lesser reserve restraint might be 
acceptable during the intermeeting period. 

623 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
May 26, 1994. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A68 INDEX TO STATISTICAL TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

All FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A78 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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681 MONETARY POLICY REPORT TO THE 
CONGRESS 

The favorable performance of the U.S. econ-
omy continued in the first half of 1994. Eco-
nomic activity advanced at a brisk pace, build-
ing on the substantial gains in late 1993, and 
broad measures of inflation moved still lower. 
Unemployment declined, and industrial capac-
ity utilization rose, largely eliminating the 
slack in resource use. In this context, mone-
tary policy has been directed this year at head-
ing off a destabilizing buildup of inflationary 
pressures that could jeopardize the continua-
tion of the economic expansion. To do so, the 
Federal Reserve has had to move away from 
its highly accommodative policy stance of 
recent years, and it has firmed money market 
conditions in four steps this year. 

702 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR JUNE 1994 

Industrial production rose 0.5 percent in June, 
to 116.8 percent of its 1987 average. The 
utilization of total industrial capacity rose 
0.3 percentage point, to 83.9 percent. 

705 STATEMENTS TO THE CONGRESS 

Lawrence B. Lindsey, member, Board of 
Governors of the Federal Reserve System, 
addresses issues related to consumer credit 
and says that credit to households appears to 
be quite readily available and that many 
households have completed substantial adjust-
ments to alleviate debt-servicing strains and 
are showing that they are again willing to 
borrow to finance spending, before the Sub-
committee on Consumer Credit and Insurance 
of the House Committee on Banking, Finance 
and Urban Affairs, June 9, 1994. 

709 John R LaWare, member, Board of Gover-
nors, discusses title II, Small Business Capi-
tal Formation, of the Community Develop-
ment, Credit Enhancement, and Regulatory 
Improvement Act of 1994 (H.R.3474) and 
says that the Board supports the objective of 
this legislation of increasing the availability of 
credit to small businesses by facilitating the 
securitization of small business loans and is 
committed to continuing to work with the 
committee, the other banking agencies, and 
the Administration in developing an approach 
that will remove any unnecessary impedi-
ments to securitization, while at the same time 
protecting the safety and soundness of the 
banking system and minimizing regulatory 
burden, before the Subcommittee on Tele-
communications and Finance of the House 
Committee on Energy and Commerce, 
June 14, 1994. 

714 Alan Greenspan, Chairman, Board of Gover-
nors, discusses recent monetary policy actions 
and issues related to inflation and says that 
despite considerable policy challenges and the 
always-present future uncertainties, the out-
look for the U.S. economy is as bright as it has 
been in decades and that the intent of mone-
tary policy in recent years has been to foster 
this kind of healthy economic performance, 
before the House Committee on the Budget, 
June 22, 1994. 

719 Susan M. Phillips, member, Board of Gover-
nors, discusses the trends in retail fees and the 
availability of retail services at depository 
institutions as revealed by data obtained from 
annual surveys sponsored by the Federal 
Reserve System and says that results of the 
most recent surveys indicated that the avail-
ability of the majority of retail services exam-
ined did not change appreciably between 1992 
and 1993 and that a general trend was also 
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observable in the direction of increased fees, 
corresponding to an increase in deposit insur-
ance premiums, before the Subcommittee on 
Consumer Credit and Insurance of the House 
Committee on Banking, Finance and Urban 
Affairs, June 22, 1994. 

724 ANNOUNCEMENTS 
Appointments of Alan S. Blinder as a member 
of the Board of Governors and as Vice 
Chairman. 
Nominations sought for appointments to the 
Consumer Advisory Council. 
Production of a videotape for use in training 
staff of financial institutions, trade associa-
tions, and others in fair lending practices. 
Final amendments to the real estate appraisal 
requirements. 
Proposed changes to Regulation C; a proposed 
amendment to Regulation H; proposed 
amendments to Regulation T. 
Publication of a supplement to the Bank Hold-
ing Company Supervision Manual. 
Changes in Board staff. 

729 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

769 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-94 

List of appointive and ex officio members. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
June 28, 1994. 

A3 GUIDE TO TABULAR PRESENTATION 
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A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A76 INDEX TO STATISTICAL TABLES 

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A86 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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771 RECENT TRENDS IN RETAIL FEES AND 
SERVICES OF DEPOSITORY INSTITUTIONS 

Concern over the potentially adverse effect on 
consumers of increased insurance premiums 
paid by depository institutions led the Con-
gress in 1989 to require the Board to conduct 
a survey and report annually on discernible 
changes in the availability of retail banking 
services and in the level of their fees. This 
article discusses the results of the five annual 
surveys conducted so far, covering the years 
1989-93. Overall, the results show that the 
availability of consumer services in general 
did not decline and that observed changes in 
consumer fees varied substantially by type of 
fee. 

782 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the May-June period under review, 
the dollar declined 4.0 percent against the 
German mark, 3.0 percent against the Japa-
nese yen, and 2.7 percent on a trade-weighted 
basis. 

786 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR JULY 1994 

Industrial production advanced 0.2 percent in 
July, after an increase of 0.5 percent in June, 
to 117.2 percent of its 1987 average. The 
utilization of total industrial capacity, which 
has changed little since March, remained at 
83.9 percent. 

789 STATEMENTS TO THE CONGRESS 

Edward W. Kelley, Jr., member, Board of 
Governors, presents the Federal Reserve's 
views on plans by the Department of the Trea-
sury to further protect U.S. currency from the 
threat of counterfeiting and says that although 

the United States has the benefit of a vigorous, 
and highly effective, enforcement of counter-
feiting laws by the U.S. Secret Service and an 
effective currency design, the security features 
of the current design are probably not ade-
quate to deal with the counterfeiting threat of 
the future, which seems likely to be domi-
nated by rapidly improving reprographic 
technologies, and that the Federal Reserve 
strongly supports the Treasury Department's 
efforts to incorporate additional security fea-
tures to currency now to be better prepared for 
the threats of the future, before the House 
Committee on Banking, Finance and Urban 
Affairs, July 13, 1994. 

791 Alan Greenspan, Chairman, Board of Gover-
nors, discusses the long-term federal budget 
problem and says that long-term interest rates 
are higher now because markets are anticipat-
ing rising deficits in the next century and that 
further delay in coming to grips with our 
long-term budget problem will only raise the 
total size of the bill that will eventually come 
due, before the Bipartisan Commission on 
Entitlement and Tax Reform, Washington, 
D.C. July 15, 1994. 

793 Chairman Greenspan discusses recent eco-
nomic developments and the Federal Re-
serve's conduct of monetary policy and says 
that our nation has made considerable 
progress in putting the economy on a sound 
footing in the past few years and that to pre-
serve and extend these advances, our mone-
tary and fiscal policies will need to remain 
disciplined and focused on our long-term 
objectives, before the Senate Committee on 
Banking, Housing, and Urban Affairs, July 20, 
1994. (Chairman Greenspan presented similar 
testimony before the Subcommittee on Eco-
nomic Growth and Credit Formation of the 
House Committee on Banking, Finance and 
Urban Affairs, July 22, 1994.) 
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800 ANNOUNCEMENTS 

Appointment of Janet L. Yellen as a member 
of the Board of Governors. 

Approval of applications by seven U.S. bank-
ing organizations to establish operations in 
Mexico. 

Adoption of supervisory statement to help 
ease financial stress in areas affected by 
flooding. 

Decision by the Board that the Federal 
Reserve Banks will not participate in the Elec-
tronic Federal Tax Payment System. 

Final amendments and proposal for an addi-
tional amendment to Regulation Y. 

Extension of comment period on a proposal to 
amend Regulation DD; proposal to provide an 
alternative to the current test used to measure 
whether a section 20 subsidiary is in compli-
ance with the "engaged principally" criterion 
of section 20 of the Glass-Steagall Act; pro-
posal to update current policies and integrate 
them into a single policy statement on "Pri-
vately Operated Large-Dollar Multilateral 
Netting Systems." 

Publication of revised Lists of OTC Stocks 
and of Foreign Margin Stocks 

Changes in Board staff. 

803 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on May 17, 1994, the Commit-
tee adopted a directive that called for increas-
ing somewhat the degree of pressure on 
reserve positions, taking account of a possible 
increase in the discount rate. The directive did 
not include a presumption about the likely 
direction of any adjustment to policy during 
the intermeeting period. The directive stated 
that, in the context of the Committee's long-
run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, slightly greater or 

slightly lesser reserve restraint might be 
acceptable during the intermeeting period. 
The reserve conditions associated with this 
directive were expected to be consistent with 
modest growth of M2 and M3 over coming 
months. 

811 LEGAL DEVELOPMENTS 
Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

859 MEMBERSHIP OF THE BOARD OF 
GOVERNORS OF THE FEDERAL 
RESERVE SYSTEM, 1913-94 

List of appointive and ex officio members. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
July 27, 1994. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A69 INDEX TO STATISTICAL TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A78 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 
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861 CHANGES IN FAMILY FINANCES FROM 
1989 TO 1992: EVIDENCE FROM THE 
SURVEY OF CONSUMER FINANCES 

Using newly available data from the 1992 
Survey of Consumer Finances along with pre-
viously available data from the 1989 survey, 
this article provides detailed evidence of the 
way family income and net worth changed 
over the three-year period. Of the develop-
ments that the article reports, a few are par-
ticularly noteworthy. First, families tended to 
shift their asset portfolios away from tradi-
tional deposits and toward mutual funds. Sec-
ond, an important increase occurred in owner-
ship of tax-deferred retirement accounts as 
well as in the median size of such accounts. 
Third, despite a decline in real family income 
over die period, die median ratio of debt pay-
ments to family income remained steady, 
largely because of the effects of declining 
interest rates on payments. Finally, income 
and net worth for nonwhite and Hispanic fam-
ilies grew substantially relative to the compar-
atively low levels at which they started the 
period. 

883 PRIVATE MORTGAGE INSURANCE 

Mortgage lenders will accept a relatively small 
down payment on a home purchase or on a 
refinancing of an existing loan if repayment of 
the mort gage is backed by mortgage guarantee 
insurance, which is offered by both private 
and governmental insurers. This article 
reviews some of the history of the mortgage 
insurance industry, outlines the conduct of the 
business, details some of the financial implica-
tions for a borrower choosing between private 
and federal insurance, and reports on data 
released this year by the private mortgage 
insurance industry on the disposition of appli-

cations on which action was taken in the 
fourth quarter of 1993. 

900 THE BANK FOR INTERNATIONAL 
SETTLEMENTS AND THE FEDERAL 
RESERVE 

In September 1994, the Chairman of the Board 
of Governors of the Federal Reserve System 
assumed the seat on the Board of Directors of 
the Bank for International Settlements desig-
nated for the central bank of the United States. 
This article discusses the role of the BIS as an 
international monetary institution, summarizes 
the Federal Reserve's relationship with the 
BIS since dial w^amraiinn's founding, and 
gives background information (MI the organi-
zational structure of the BIS and its financial 
operations. 

907 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
FOR AUGUST 1994 

Industrial production rose 0.7 percent in 
August to 118_5 percent of its 1987 average, 
after an upwardly revised increase of 0.3 per-
cent in July. Utilization of total industrial 
capacity rose to 84.7 percent, up from 
81.4 percent a year earlier. 

910 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, examines the role of forecasting and the 
use of economic statistics in making monetary 
policy and says that he is not aware that 
forecasting the U.S. economy is currendy any 
more difficult, or few that matter, any easier 
than it was several decades ago, before the 
Commerce, Consumer, and Monetary Affairs 
Subcommittee of the House Committee cm 
Government Operations, August 10, 1994. 
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913 ANNOUNCEMENTS 
Monetary policy actions taken by the Board of 
Governors. 

Issuance of official staff commentary on Reg-
ulation DD. 

Proposal to modify the methodology for 
imputing clearing balance income to more 
closely parallel the practices of a private sec-
tor provider; proposed amendment to the 
Board's risk-based capital guidelines far state 
member banks and bank holding companies 
regarding the treatment of derivative con-
tracts; extension of comment period on a pro-
posal to provide an alternative to the current 
test used to measure whether a section 20 
subsidiary is in compliance with the "engaged 
principally" criterion of section 20 of the 
Glass-Steagall Act-

Change in Board staff. 

914 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on July 5-6,1994, the Commit-
tee reaffirmed the ranges for growth of M2 
and M3 and the monitoring range for growth 
of total domestic nonfinancial debt that it had 
established in February far 1994. For the year 
1995, the Committee approved provisional 
ranges for M2 and M3 that were unchanged 
from the 1994 ranges, but it reduced the mon-
itoring range for growth in total domestic non-
financial debt by 1 percentage point from 1994 
to a range of 3 to 7 percent. 

With regard to possible changes in policy 
during the intermeeting period ahead, the 
Committee adopted a directive that called far 
maintaining the existing degree of pressure on 
reserve positions and that included a bias 
toward the possible firming of reserve condi-
tions during the intermeeting period. Accord-
ingly, in the context of the Committee's long-

run objectives for price stability and sustain-
able economic growth, and giving careful 
consideration to economic, financial, and 
monetary developments, the Committee 
decided that slightly greater reserve restraint 
would be acceptable or slightly lesser reserve 
restraint might be acceptable during the inter-
meeting period. 

925 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
August 29, 1994. 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A69 INDEX TO STATISTICAL TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A78 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

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

October 1994



Table of Contents 

965 RECENT DEVELOPMENTS IN DISCOUNT 
WINDOW POLICY 

Underlying trends in the depository sector 
along with changes in federal legislation have 
had important ramifications in recent years for 
the discount window, the Federal Reserve's 
lending facility. The severe financial distress 
of the 1980s and 1990s led to the active 
involvement of the discount window in many 
failing-bank situations. In addition, healthy 
institutions apparently became more reluctant 
to borrow from the discount window during 
this period. 

The Monetary Control Act of 1980 dramati-
cally expanded the universe of depository in-
stitutions eligible to borrow at the discount 
window. The bank failures of the 1980s led to 
other legislation that discourages lending to 
institutions that do not meet minimum capital 
requirements. 

978 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION FOR 
SEPTEMBER 1994 

Industrial production was unchanged in Sep-
tember, at 118.7 percent of its 1987 average, 
after an increase of 0.7 percent in August. 
Industrial capacity utilization dropped back 
0.2 percentage point to 84.6 percent. 

981 STATEMENT TO THE CONGRESS 

Alan Greenspan, Chairman, Board of Gover-
nors, offers the Federal Reserve's views of 
the progress the banking industry has made 
in recent years to rebuild its strength and 
what needs to be done to ensure that the 
industry remains strong and accommodates 
the nation's economic growth and says that 
although current conditions are good, the 
industry, the regulators, and the Congress need 
to look to the long term, before the Senate 

Committee on Banking, Housing, and Urban 
Affairs, September 22, 1994. 

990 ANNOUNCEMENTS 

Meeting of the Consumer Advisory Council. 

Revision of proposal to amend Regulation 
BB (Community Reinvestment) and conform-
ing amendments to Regulation C (Home 
Mortgage Disclosure). 

Changes in Board staff. 

Erratum regarding a footnote in a Bulletin 
article. 

991 MINUTES OF THE FEDERAL OPEN 
MARKET COMMITTEE MEETING 

At its meeting on August 16, 1994, the Com-
mittee adopted a directive that called for 
increasing somewhat the degree of pressure 
on reserve positions, taking account of a pos-
sible increase in the discount rate. The direc-
tive did not include a presumption about 
possible adjustments to policy during the 
intermeeting period. The directive stated that, 
in the context of the Committee's long-run 
objectives for price stability and sustainable 
economic growth, and giving careful consid-
eration to economic, financial, and monetary 
developments, slightly greater or slightly 
lesser reserve restraint would be acceptable 
during the intermeeting period. 

999 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
September 28, 1994. 
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A45 Domestic Nonfinancial Statistics 
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SPECIAL TABLES 

A76 INDEX TO STATISTICAL TABLES 

A78 BOARD OF GOVERNORS AND STAFF 

A80 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A82 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A84 MAPS OF THE FEDERAL RESERVE 
SYSTEM 

A86 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

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

November 1994



Table of Contents 

1057 THE FARM ECONOMY IN THE FIRST 
HALF OF THE 1990S 

In the farm sector of the economy, the first 
half of the 1990s has brought a step-up in the 
growth of farm output, hesitation at times in 
the growth of demand, and net declines in 
the prices of farm products. This article pro-
vides perspective on these and other develop-
ments that affected farmers, farm lenders, 
and the consumers of farm products over the 
first half of this decade. 

1073 TREASURY AND FEDERAL RESERVE 
FOREIGN EXCHANGE OPERATIONS 

During the July-September quarter, the dol-
lar consolidated within increasingly narrow 
ranges. It rose 0.6 percent against the Japa-
nese yen and 0.1 percent against the Mexican 
peso but declined 2.3 percent against the 
German mark, 2.9 percent against the 
Canadian dollar, and 1.9 percent on a trade-
weighted basis. U.S. monetary authorities did 
not conduct any intervention operations dur-
ing the quarter. 

1077 INDUSTRIAL PRODUCTION AND 
CAPACITY UTILIZATION 
FOR OCTOBER 1994 

Industrial production rose 0.7 percent in 
October, to 119.4 percent of its 1987 aver-
age, after a 0.1 percent decline in September. 
The substantial growth in output boosted 
total capacity utilization in October to 
84.9 percent, about the same level as in 
August. 

1080 STATEMENTS TO THE CONGRESS 

John P. LaWare, Member, Board of Gover-
nors, discusses the availability of credit to 

small and minority-owned businesses and 
also proposed legislation that would require 
insured depository institutions to submit 
annually information on small business and 
small farm lending in Call Reports provided 
to the federal banking agencies, and says that 
aggregate data on small business and minor-
ity loans may not prove particularly useful in 
efforts to uncover discriminatory practices 
because such data provide no insights into 
the fundamentals that underlie the loan deci-
sion, before the Subcommittee on Financial 
Institutions Supervision, Regulation and 
Deposit Insurance of the House Committee 
on Banking, Finance and Urban Affairs, 
October 6, 1994. 

1086 Cathy E. Minehan, President, Federal 
Reserve Bank of Boston, presents the views 
of that bank on important issues related to 
the cost of credit to consumers and small 
business in New England and says that both 
the broader economic data and data on con-
sumer and business borrowing suggest solid 
economic growth in New England but that 
economic progress in Massachusetts has 
been uneven, with pockets of high unem-
ployment in certain parts of the state and in 
certain neighborhoods within more prosper-
ous metropolitan areas, before the Subcom-
mittee on Consumer Credit and Insurance of 
the House Committee on Banking, Finance 
and Urban Affairs, October 12, 1994. 

1090 ANNOUNCEMENTS 

Appointments of Chairmen and Deputy 
Chairmen of the Boards of Directors of the 
Federal Reserve Banks. 

Adoption of final amendments to Regula-
tion T. 

Adoption of amendment to Regulation DD. 
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Proposal for an exception to the anti-tying 
restrictions of the Bank Holding Company 
Act and the Board's Regulation Y; issuance 
of interim rules implementing changes to the 
Board's application procedures established 
by the Riegle Community Development and 
Regulatory Improvement Act of 1994. 

Publication of a new brochure: SHOP . . . 
The Card You Pick Can Save You Money. 

Availability of Revised Lists of OTC Stocks 
and of Foreign Stocks Subject to Margin 
Regulations. 

1093 LEGAL DEVELOPMENTS 

Various bank holding company, bank service 
corporation, and bank merger orders; and 
pending cases. 

A1 FINANCIAL AND BUSINESS STATISTICS 

These tables reflect data available as of 
October 26, 1994 

A3 GUIDE TO TABULAR PRESENTATION 

A4 Domestic Financial Statistics 
A45 Domestic Nonfinancial Statistics 
A53 International Statistics 

A67 GUIDE TO STATISTICAL RELEASES AND 
SPECIAL TABLES 

A68 INDEX TO STATISTICAL TABLES 

A70 BOARD OF GOVERNORS AND STAFF 

A72 FEDERAL OPEN MARKET COMMITTEE 
AND STAFF; ADVISORY COUNCILS 

A74 FEDERAL RESERVE BOARD 
PUBLICATIONS 

A76 SCHEDULE OF RELEASE DATES FOR 
PERIODIC RELEASES 

A78 INDEX TO VOLUME 80 

A93 FEDERAL RESERVE BANKS, BRANCHES, 
AND OFFICES 

A94 MAPS OF THE FEDERAL RESERVE 
SYSTEM 
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