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THE EURO-DOLLAR MARKET AND THE 
UNITED STATES BALANCE _OF PAYMENTS 

By 
Andrew F. Brimmer* 

The enormous expans ion o f the E u r o - d o l l a r market m the 

l a s t few yea rs has been accompanied by s i g n i f i c a n t changes m the 

c h a r a c t e r a i d purposes o f s h o r t - t e r m c a p i t a l f l o w s . These changes m 

t u r n have produced i m p o r t a n t m o d i f i c a t i o n s i n the ba lance o f payments 

p o s i t i o n s o f a number o f c o u n t r i e s , and i n some cases domes t i c c r e d i t 

c o n d i t i o n s have a l s o been a f f e c t e d . P a r t l y i n response t o these 

deve lopmen ts , s e v e r a l c o u n t r i e s w h i c h p l a y l e a d i n g r o l e s on the i n t e r -

n a t i o n a l f i n a n c i a l s tage have t a k e n s teps t o de fend t h e i r f o r e i g n 

exchange r e s e r v e s and domes t i c c r e d i t ma rke t s f rom the s t r o n g p u l l o f 

t he E u r o - d o l l a r marke t .—/ Thus, i n o n l y a few y e a r s , t h i s market has 

e v o l v e d i n t o a mechanism capab le o f e x e r t i n g a p o w e r f u l e x t e r n a l 

i n f l u e n c e on domes t i c f i n a n c i a l ma rke t s and on the management o f 

n a t i o n a l s t a b i l i z a t i o n p o l i c i e s . 

As i s w i d e l y r e c o g n i z e d , w h i l e the focus o f t he E u r o - d o l l a r market 

i n London, i t s b a s i c d r i v i n g f o r c e d u r i n g the l a s t year has c e n t e r e d m about 

-Member, Board o f Governors o f t he F e d e r a l Reserve System. 
I am g r a t e f u l t o s e v e r a l members o f t he B o a r d ' s s t a f f f o r 
a s s i s t a n c e i n t he p r e p a r a t i o n o f t h i s pape r . Messrs . C a r l H. 
Stem and Rober t C. Bradshaw h e l p e d w i t h the m a t e r i a l on the 
E u r o - d o l l a r m a r k e t . Mr . Joseph Burns was r e s p o n s i b l e f o r the 
p r e l i m i n a r y a n a l y s i s o f t he asse t and l i a b i l i t y ad j us tmen t o f 
U.S. banks . Mr . I saac V. Banks, J r . d i d the computer programm-
i n g w h i c h made i t p o s s i b l e t o s t udy s e p a r a t e l y t he b e h a v i o r o f 
U.S. banks a c t i v e i n the E u ~ o - d o l l a r m a r k e t . 

1/ A good account o f t hese deve lopments i s g i v e n m " E u r o -
D o l l a r s : A Changing M a r k e t , " F e d e r a l Reserve B u l l e t i n , Oc tobe r , 
1969, pp. 765-784. 
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dozen l a r g e banks m the U n i t e d S t a t e s . These banks - - m a i n l y th rough 

t h e i r London branches - - have r e g i s t e r e d the s t r o n g e s t demand f o r Euro-

d o l l a r funds p r i m a r i l y to compensate f o r the l oss o f d e p o s i t s a t home. 

Consequent ly , any assessment o f the behav io r o f the E u r o - d o l l a r market 

must n e c e s s a r i l y focus on the s t r a t e g i c r o l e o f Amer ican banks. 

The s u c c e s s f u l b i d d i n g by these i n s t i t u t i o n s f o r E u r o - d o l l a r 

funds has g r e a t l y c o m p l i c a t e d - - and made more d i f f i c u l t — the manage-

ment o f monetary p o l i c y i n the U n i t e d S t a t e s . I t has a l so genera ted 

s t r o n g upward p ressures on i n t e r e s t r a t e s i n European c a p i t a l marke ts , 

wh i ch i n t u r n has widened the concern anoag some c e n t r a l bankers on 

the C o n t i n e n t about the s t a b i l i t y o f f o r e i g n exchange marke ts . On 

two p rev i ous occas ions , I have examined the i n t e r r e l a t i o n s between the 

E u r o - d o l l a r marke t and monetary p o l i c y i n the U n i t e d States.—^ Thus, 

t h e r e i s no need t o r e p e a t the d e t a i l s o f t h a t e a r l i e r d i s c u s s i o n . I n 

r e c e n t months, however, p a r t l y r e f l e c t i n g the impact o f monetary p o l i c y 

measures adopted i n the U n i t e d S t a t e s , the c o n d i t i o n s gove rn ing t r a n s -

a c t i o n s i n the E u r o - d o l l a r market ha^e undergone s e v e r a l bas i c changes. 

The most i m p o r t a n t o f these was the d e c i s i o n made d u r i n g the summer to 

impose m a r g i n a l r e s e r v e r equ i r emen ts on E u r o - d o l l a r bo r row ings by Amer ican 

banks. I n t h i s paper , an e f f o r t w i l l be made t o assess the e f f e c t s o f t h i s 

move on the b e h a v i o r o f U.S. banks and on the f u n c t i o n i n g o f the m a r k e t . 

1/ " E u r o - D o l l a r Flows and the E f f i c i e n c y o f U.S. Monetary P o l i c y , " 
p resen ted b e f o r e a Conference on W a l l S t r e e t and the Economy, New 
School f o r S o c i a l Research, New York , March 8, 1959. 

" F i n a n c i a l I n n o v a t i o n and Monetary Management i n the U n i t e d 
S t a t e s , " p resen ted a t a Mee t i ng o f the A s s o c i a t i o n o f Amer ican Banks 
i n London, J u l y 9, 1959. 
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The heavy bo r row ing o f E u r o - d o l l a r s by U. S. banks has had 

an asyinm^t r i c d l e f f e c t on the behav io r o f the U.S. ba lance of payments. 

As measured on the o f f i c i a l s e t t l e m e n t s b a s i s , the U.S. ba lance of 

payments was a ided c o n s i d e r a b l y d u r i n g 1968 and i n the f i r s t h a l f o f 

t h i s y e a r , s ince a s u b s t a n t i a l p r o p o r t i o n o f the E u r o - d o l l a r i n f l o w 

was r e f l e c t e d i n a d e c l i n e i n d o l l a r assets o f f o r e i g n o f f i c i a l 

i n s t i t u t i o n s . On the o t h e r hand, as measured on the l i q u i d i t y b a s i s , 

these bor row ings have had an adverse e f f e c t on the U.S. ba lance o f 

payments s ince the h i g h y i e l d s m the E u r o - d o l l a r market induced 

Americans t o s w i t c h a cons ide rab le volume o f s h o r t - t e r m funds f r om 

domest ic asse ts t o E u r o - d o l l a r s . These balance o f payments aspec ts 

o f E u r o - d o l l a r f l ows are a l s o t r aced be low. 

However, b e f o r e t u r n i n g t o a c l o s e r e x a m i n a t i o n o f these 

s u b j e c t s , i t m ight be h e l p f u l t o ske tch the expans ion o f the Euro -

d o l l a r market i n 1969 and t o h i g h l i g h t aga in the s t r a t e g i c r o l e 

p layed by U. S. banks. 

Growth o f the E u r o - D o l l a r Ma rke t , F i r s t H a l f o f 1969 

At the end o f l a s t June, the net s i z e o f t he E u r o - d o l l a r 

market was about $32 t o $33 b i l l i o n . (See Table 1 a t t a c h e d . ) 

Thus, i n the f i r s t s i x months o f t h i s y e a r , the market expanded by 

$ 7 - 8 b i l l i o n . The Bank f o r I n t e r n a t i o n a l Se t t l emen t s (BIS) e s t i m a t e s 

t h a t the ne t s i z e o f the market (as measured by U.S. d o l l a r l i a b i l i t i e s 
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o r a s s e t s o f commerc ia l banks i n e i g h t major European c o u n t r i e s - -

ne t o f i n t e r b a n k d e p o s i t s i n these c o u n t r i e s U ) was a p p r o x i m a t e l y 

$25 b i l l i o n a t the end o f 1968. I n the absence o f l a t e r BIS i n f o r -

m a t i o n , r e c e n t commerc ia l bank da ta f o r some o f the more i m p o r t a n t 

o f the e i g h t c o u n t r i e s — p a r t i c u l a r l y the U n i t e d Kingdom - - were 

employed t o e s t i m a t e the net s i ze o f the E u r o - d o l l a r market a t about 

$32 t o $33 b i l l i o n as o f midyear.—/ I f we extended the net s i z e 

measure t o i n c l u d e the a c t i v i t i e s o f Canadian banks, the E u r o - d o l l a r 

m a r k e t ' s ne t s i z e would be some $3 b i l l i o n g r e a t e r as o f the end 

o f June , 1969, o r about $36 b i l l i o n . 

L e a v i n g a s i d e the U.S. d o l l a r l i a b i l i t i e s o f Canada and 

Japan, i t appears t h a t the ne t s i ze o f the E u r o - d o l l a r market 

expanded a t an annua l r a t e o f about 60 per cent i n the f i r s t h a l f 

o f 1969. D u r i n g 1968 as a who le , the i nc rease was 43 per c e n t ; 

t he average annua l r a t e o f i nc rease d u r i n g 1965-67 was about 25 

pe r c e n t . Thus, p r i m a r i l y i n response t o the s h a r p l y i nc reased 

u t i l i z a t i o n o f the market by U.S. banks, the E u r o - d o l l a r m a r k e t ' s 

r a t e o f g row th a c c e l e r a t e d s i g n i f i c a n t l y i n the f i r s t s i x months 

o f 1969. 

1/ Germany, Be lg ium, N e t h e r l a n d s , U n i t e d Kingdom, I t a l y , F rance , 
Sweden and S w i t z e r l a n d . Sources i n c l u d e ( i n a d d i t i o n t o d o l l a r l i a b i l i t i e s 
o f banks) s w i t c h i n g o f bank asse ts f rom o t h e r c u r r e n c i e s t o d o l l a r s ; and 
uses i n c l u d e ( i n a d d i t i o n t o d o l l a r asse t s ) sw i t ches f rom d o l l a r s t o 
o t h e r c u r r e n c i e s . 

2 / T h i s e s t i m a t e was ob ta ined by u s i n g an approx imate measure 
comparab le t o t h a t used by the BIS. 
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Source5 a i d Uses o f Funds i n the E u r o - D o l l a r Market 

I t would appear t h a t the major i n d u s t r i a l c o u n t r i e s of 

Western Europe were the c h i e f source o f funds f o r the E u r o - d o l l a r 

market d u r i n g the January-June p e r i o d o f t h i s yea r . A l though BIS 

da ta g i v i n g sources and uses o f E u r o - d o l l a r funds by g e o g r a p h i c a l 

breakdown are no t a v a i l a b l e y e t f o r t h i s p e r i o d , one can get a good 

i n d i c a t i o n o f the r e l a t i v e impor tance o f v a r i o u s g e o g r a p h i c a l areas as 

s u p p l i e r s o f funds to the E u r o - d o l l a r market by examin ing changes i n the 

e x t e r n a l U.S. d o l l a r l i a b i l i t i e s o f U.K. banks. There i s no need to s t r e s s 

here the f a c t t h a t London i s by f a r the most i m p o r t a n t E u r o - d o l l a r 

t r a d i n g cen te r - - and London banks are the major p a r t i c i p a n t s m the 

E u r o - d o l l a r system, a c t i v e bo th i n r e c e i v i n g funds f rom around the 

w o r l d and i n l e n d i n g them to the major end -us ing areas . I n f a c t , d a r i n g 

the January-June 1969 p e r i o d , the t o t a l U.S. d o l l a r l i a b i l i t i e s o f U.K. 

banks t o n o n r e s i d e n t s o f the U n i t e d Kingdom inc reased s l i g h t l y more than 

$7 b i l l i o n , about 90 per cen t o f the $8 b i l l i o n i nc rease m l i a b i l i t i e s 

we e s t i m a t e d f o r the e n t i r e e i g h t - c o u n t r y a rea . 

J u s t under 50 per cen t o f the U.S. d o l l a r funds f l o w i n g to 

London d u r i n g the f i r s t h a l f o f 1959 came f rom Western Europe. About 

25 per cent o f the E u r o - d o l l a r f l ows to London d u r i n g t h i s p e r i o d was 

f rom the U n i t e d S ta tes and Canada 2ombmed, and about 25 par cent was 

f rom sources o t h e r than Western Europe, the U n i t e d S ta tes or Canada. 

Of course , we must be c a u t i o u s m i n t e r p r e t i n g these f i g u r e s as i n d i c a t i n g 
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the u l t i m a t e sources o f the E u r o - d o l l a r funds . Funds reco rded on the 

books o f a U.K. bank as con ing f rom another Western European coun t r y 

may w a l l have come t o the l a t t e r c o u n t r y f rom some o t h e r spo t i n the 

w o r l d , h a v i n g s imp l y passed th rough the European c o u n t r y on t h e i r way 

t o the London bank. For t h i s reason ( u n t i l complete da ta f o r the 

e i g h t - c o u n t r y area are a v a i l a b l e f rom the BIS) i t m i g h t be w ise t o 

take the 50 per cen t f i g u r e f o r f l ows o f funds t o the London market 

f rom Western Europe as the upper l i m i t . 

As would be expec ted f rom the developments o u t l i n e d e a r l i e r , 

the ma jo r user o f new funds f l o w i n g i n t o the E u r o - d o l l a r marke t d u r i n g 

the f i r s t h a l f o f the year was the U n i t e d S t a t e s . The i nc rease i n U.S. 

bank bo r row ings o f E u r o - d o l l a r funds th rough t h e i r own overseas branches 

a lone was a l i t t l e more t han $7 b i l l i o n . Th i s was a lmost equa l t o our 

e s t i m a t e o f the i n c r e a s e i n the ne t volume o f funds i n the E u r o - d o l l a r 

system. 

I nc reased U.S. bank u t i l i z a t i o n o f E u r o - d o l l a r funds i n 1969 

s h a r p l y r a i s e d the U.S. sha , -e o f t o t a l uses o f E u r o - d o l l a r f unds . (See 

Tab le 2 . ) A t m i d y e a r , U.S. bank bo r row ings o f E u r o - d o l l a r s t h rough 

t h e i r f o r e i g n branches ($13 .3 b i l l i o n ) were about 40 per cen t o f the 

t o t a l volume o f funds we have e s t i m a t e d o u t s t a n d i n g i n the e i g h t -

c o u n t r y E u r o - d o l l a r system ($32 to $33 b i l l i o n ) . A t the end o f the 

years 1966, 1967 and 1968, U.S. bank bo r row ings o f E u r o - d o l l a r funds t h rough 

t h e i r overseas branches averaged about 23 per cen t o f the t o t a l volume 

o f E u r o - d o l l a r funds i n the e i g h t - c o u n t r y area as e s t i m a t e d by the BIS. 
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I n p r i o r yea~s, the U.S. share o f t o t a l uses o f funds had oeen less 

than 14 per c e n t . 

U.S. Banks and the E u r o - D o l l a r Market 

As I ment ioned above, the r o l e o f U.S. commerc ia l banks i n 

the E u r o - d o l l a r market i n the l a s t year i s to be e x p l a i n e d p r i m a r i l y 

i n terms o f t h e i r e f f o r t s t o a d j u s t to domest ic monetary r e s t r a i n t 

a g a i n s t the background o f r a p i d l y r i s i n g c r e d i t demands. Wnen the 

Fede ra l Reserve adopted a s e v e r e l y r e s t r i c t i v e monetary p o l i c y l a s t 

December, i t a l so dec ided no t to i nc rease the maximum r a t e s o f i n t e r e s t 

wh ich member banks cou ld pay on t ime d e p o s i t s . A lmost i m m e d i a t e l y , 

i n t e r e s t r a t e s on newly i ssued n e g o t i a b l e c e r t i f i c a t e s o f d e p o s i t 

(CD fs) reached the r a t e c e i l i n g o f 6 - 1 / 4 per cen t on minimum m a t u r i t i e s 

o f s i x months. As y i e l d s on a l t e r n a t i v e s h o r t - t e r m marke t i n s t r u m e n t s 

rose f u r t h e r , the a t t r i t i o n i n bank CD's a c c e l e r a t e d . From m id -

December, 1958, to October 29, 1969, the volume o f CD's o u t s t a n d i n g 

d e c l i n e d f rom $24.4 b i l l i o n to $11.5 b i l l i o n , a drop o f $12.9 b i l l i o n . 

P a r t l y t o compensate f o r the l oss o f d e p o s i t s , U.S. 

commerc ia l banks r e s o r t e d to s e v e r a l o the r sources o f f unds , i n c l u d i n g 

the s a l e o f p a r t i c i p a t i o n s m l oans , issuance o f commerc ia l paper by 

bank s u b s i d i a r i e s , a f f i l i a t e s or one-bank h o l d i n g companies, b o r r o w i n g 

o f Fede ra l funds - - and above a l l bo r row ing o f E u r o - d o l l a r s , p r i m a r i l y 

t h rough the London branches o f U.S. banks. 

T o t a l loans and inves tments a t l a r g e banks d e c l i n e d s h a r p l y 

d u r i n g the f i r s t 10 -1 /2 months o f t h i s yea% i n marked c o n t r a s t to 

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



- 8 -

s i z a b l e i n c r e a s e s m c r e d i t a t these banks d u r i n g the comparab le p e r i o d 

o f 1968. T h i s d e c l i n e r e f l e c t e d l a r g e r e d u c t i o n s m bank h o l d i n g s o f 

s e c u r i t i e s and a s u b s t a n t i a l cu tback m l o a n e x p a n s i o n . 

These e f f e c t s o f , and r e a c t i o n s to , monetary r e s t r a i n t were 

e v i d e n t a t banks tha t have access to funds m the E u r o - d o l l a r market 

through f o r e i g n branches - - h e r e a f t e r r e f e r r e d to as E u r o - d o l l a r banks - -

as w e l l as f o r those banks t h a t do not . Both types of banks exper ienced 

s u b s t a n t i a l losses of CD funds dur ing t h i s per iod . And w h i l e E u r o - d o l l a r 

banks had l a r g e r losses of other types of t ime and savings depos i ts , the 

n o n - E u r o - d o l l a r banks incur red nauch heav ie r dec l ines i n demand depos i ts . 

On ba lance , t o t a l deposi ts f e l l by a comparable amount a t both kinds 

of i n s t i t u t i o n s . 

I n response t o these d e p o s i t o u t f l o w s , banks w i t h f o r e i g n 

b ranches bo r rowed h e a v i l y m the E u r o - d o l l a r m a r k e t , and o u t s t a n d i n g 

l i a b i l i t i e s t o f o r e i g n branches a t t he 14 ma jo r E u r o - d o l l a r banks - -

w h i c h a c c c u ^ t f o r 95 per cen t o f t he E u r o - d o l l a r b o r r o w i n g - - r o s e by 

more t h a n $7 b i l l i o n . Banks w i t h o u t t h i s source o f funds bo r rowed t o 

a much l a r g e r e x t e n t m the F e d e r a l funds m a r k e t and f r om the F e d e r a l 

Reserve System than d i d E u r o - d o l l a r banks , as i n d i c a t e d by " t o t a l 

b o r r o w i n g s " m Tab le 3. However, E u r o - d o l l a r banks were j u s t a b l e t o 

o f f s e t t h e i r d e p o s i t o u t f l o w s by the u t i l i z a t i o n o f t hese o t h e r sources 

o f f unds - - t he sum o f " t o t a l b o r r o w i n g s " and " o t h e r l i a b i l i t i e s " i n 

T a b l e 3 - - w h i l e the amount o f funds o t h e r banks o b t a i n e d by these 

means f e l l somewhat s h o r t o f the d e c l i n e m t h e i r t o t a l d e p o s i t s . 
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Never the less , the asset adjustments of both types of banks 

were g e n e r a l l y s i m i l a r . Both made s u b s t a n t i a l reduct ions m t h e i r 

holdings of s e c u r i t i e s , al though the composition of these decl ines 

v a r i e d . E u r o - d o l l a r banks ran o f f a smal ler volume of U.S. Government 

s e c u r i t i e s than did other banks, but they reduced t h e i r holdings of 

o ther s e c u r i t i e s - - p a r t i c u l a r l y munic ipa l issues - - by a much la rger 

amount. Moreover, the growth i n t o t a l loans at both types of i n s t i t u -

t ions was less than i n the comparable per iod of l a s t year , although 

t h i s reduct ion was much more pronounced at banks wi thout f o r e i g n branches. 

However, business loan expansion at both types of banks remained above 

t h a t i n the comparable per iod of l a s t year . 

The impac t o f r e s t r a i n t and the r e a c t i o n o f these banks to 

r e s t r a i n t v a r i e d c o n s i d e r a b l y d u r i n g the f i r s t h a l f o f t he year as 

compared t o t h a t s i n c e m idyea r . Both t ypes o f banks e x p e r i e n c e d heavy 

d e p o s i t o u t f l o w s d u r i n g the f i r s t 6 months o f 1959, b u t d u r i n g t h i s 

p e r i o d t h e d e c l i n e was somewhat l a r g e r a t E u r o - d o l l a r banks. (See 

Tab le 4 . ) C o n s e q u e n t l y , banks w i t h f o r e i g n branches bor rowed h e a v i l y 

i n the E u r o - d o l l a r m a r k e t , add ing over $6 b i l l i o n t o t h e i r l e n d a b l e 

funds i n t h i s manner. The n o n - E u r o - d o l l a r banks ware ab le to add t o 

t h e i r funds f rom o t h e r s o u r c e s , a l t h o u g h by much l e s s t han the funds 

t h a t E u r o - d o l l a r banks were ab le to a c q u i r e . 

S t i l l , t o t a l loans and investments at E u r o - d o l l a r banks f e l l 

dur ing the f i r s t h a l f , wh i l e c r e d i t at other banks expanded s l i g h t l y . 

Both types of banks ran o f f s e c u r i t i e s m volune, but they also 
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m c r e a s e d t h e i r o u t s t a n d i n g loans - - l a r g e l y to bus inesses - - by more 

than m the f i r s t h a l f o f 1968. A t E u r o - d o l l a r banks, however, the 

l i q u i d a t i o n o f s e c u r i t i e s more than o f f s e t the r i s e i n l oans , w h i l e 

t h i s was no t the case a t o t h e r banks. 

The p i c t u r e changed marked ly a f t e r m idyea r . Depos i t o u t -

f l ows were much more severe a t banks w i t h o u t f o r e i g n b ranches , 

p a r t i c u l a r l y when v iewed w i t h r e s p e c t t o d e p o s i t f l ows a t these two 

types o f banks d u r i n g t h i s p e r i o d i n 1968. (See Table 5 . ) As a 

r e s u l t , the n o n - E u r o - d o l l a r banks con t i nued t o bor row h e a v i l y i n the 

Fede ra l funds market and a t the Fede ra l Reserve Banks1 d i s c o u n t 

window. But E u r o - d o l l a r banks s tepped up t h e i r bo r row ing f rom these 

sources , w h i l e i n c r e a s i n g t h e i r bo r row ings i n the E u r o - d o l l a r marke t 

o n l y s l i g h t l y f u r t h e r , the l a t t e r p r o b a b l y p a r t l y i n response t o 

r e c e n t a c t i o n by the F e d e r a l Reserve Board t o r e g u l a t e such b o r r o w i n g s . 

Asse t ad jus tments s ince midyear r e f l e c t e d the more adverse 

d e p o s i t f l ows a t banks w i t h o u t f o r e i g n branches. Wh i l e t o t a l loans 

and inves tmen ts d e c l i n e d a t bo th types o f banks, the r e d u c t i o n was 

s u b s t a n t i a l l y l e s s a t E u r o - d o l l a r banks. Both types o f banks con-

t i n u e d t o l i q u i d a t e s i m i l a r amounts o f s e c u r i t i e s , and they a l so began 

t o reduce t h e i r o u t s t a n d i n g loans as l i q u i d i t y p o s i t i o n s reached v e r y 

low l e v e l s . However, the d e c l i n e i n loans was much l ess a t E u r o - d o l l a r 

banks than a t o t h e r banks. I n f a c t , E u r o - d o l l a r banks were ab le t o con-

t i n u e t o expand t h e i r bus iness l o a n s , f o r example, by more than i n the 

comparable p e r i o d o f 1968. I n c o n t r a s t , bus iness loans a t o t h e r banks 

f e l l a f t e r m idyea r , as compared w i t h a r i s e i n t h i s p e r i o d l a s t y e a r . 
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Impact o f Fede ra l Reserve Regu la to ry Measures on E u r o - P o l l a c 
Borrowings by U.S. Banks 

As I i n d i c a t e d above, the Federa l Reserve Board adopted 

s e v e r a l measures i n the l a s t few months wh ich have a l t e r e d g r e a t l y 

the behav io r o f U.S. banks m the E u r o - d o l l a r marke t . The e f f e c t s o f 

two o f these measures ( i . e . , the i m p o s i t i o n o f m a r g i n a l r e s e r v e r e q u i r e -

ments on E u r o - d o l l a r bo r row ings by American banks and r e s t r i c t i o n s on 

the use o f m a i n l y o v e r n i g h t d e p o s i t s t o reduce r e q u i r e d r e s e r v e s ) can 

be t r a c e d reasonab ly w e l l . I n a d d i t i o n , o t he r moves aimed p r i m a r i l y 

a t mode ra t i ng banks ' access t o domest ic sources o f funds have a l s o 

had i n d i r e c t e f f e c t s i n the E u r o - d o l l a r marke t . 

As I ment ioned above, U.S. banks i nc reased t h e i r use o f 

E u r o - d o l l a r funds by about $7.2 b i l l i o n between January 1 and June 25 

t h i s y e a r . Th is c o m p e t i t i o n f o r funds e x e r t e d extreme p ressu re on 

E u r o - d o l l a r d e p o s i t r a t e s . For example, the 3-month d e p o s i t r a t e - -

wh ich was 7 per cen t a t the end o f 1968 - - c l imbed s h a r p l y d u r i n g 

January and February and aga in d u r i n g May and June, r e a c h i n g a r e c o r d 

12 -1 /2 per cen t on June 10. Dur ing June, U.S. banks ' b o r r o w i n g o f 

E u r o - d o l l a r funds th rough t h e i r overseas branches a c c e l e r a t e d s h a r p l y 

and i nc reased about $3 b i l l i o n d u r i n g the f i r s t t h r e e weeks o f t h a t 

month a lone . 

M a r g i n a l Reserve Requirements: A g a i n s t t h i s background o f 

enormous expans ion i n E u r o - d o l l a r bo r row ing by Amer ican banks, the 

Fede ra l Reserve Board proposed amendments to i t s r e g u l a t i o n s a t the 

end o f June to moderate the f l o w o f E u r o - d o l l a r s between U.S. banks 
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and t h e i r f o r e i g n branches and a lso between U.S. and f o r e i g n banks. 

These amendments focused on the t h ree -najor channels th rough wh ich 

E u r o - d o l l a r funds may a f f e c t c r e d i t a v a i l a b i l i t y i n the U n i t e d S t a t e s : 

The f l o w o f E u r o - d o l l a r funds between U.S. 
bank head o f f i c e s and t h e i r overseas branches. 

The f l o w o f c r e d i t between U.S. overseas branches - -
wh ich draw on E u r o - d o l l a r funds - - and U.S. r e s i d e n t s . 

The f l o w o f E u r o - d o l l a r funds between U.S. banks and 
f o r e i g n banks which are no t b ranches . 

B r i e f l y , a 10 per cen t m a r g i n a l r ese rve requ i remen t was 

proposed on U.S. bank l i a b i l i t i e s to overseas branches and on asse ts 

a c q u i r e d by overseas branches f rom t h e i r U.S. head o f f i c e s i n excess 

o f o u t s t a n d i n g s d u r i n g a base p e r i o d , d e f i n e d as the f o u r weeks end ing 

May 28, 196Q . The r e s e r v e - f r e e base was made s u b j e c t t o au tomat i c 

r e d u c t i o n - - u n l e s s wa ived by the Board - - when, i n any p e r i o d used to 

c a l c u l a t e a r e s e r v e r equ i r emen t , o u t s t a n d i n g amounts s u b j e c t t o r ese rve 

r e q u i r e m e n t s f a l l , and are below the o r i g i n a l base. A 10 per cen t m a r g i n a l 

r e s e r v e r e q u i r e m e n t was proposed f o r U.S. b ranch loans t o U.S. r e s i d e n t s i n 

excess o f o u t s t a n d i n g s d u r i n g a g i v e n base p e r i o d , wh ich c o u l d be c a l c u l a t e d 

m one o f two o p t i o n a l ways. F i n a l l y , the Board proposed t o d e f i n e d e p o s i t s 

a g a i n s t wh i ch r e q u i r e d rese rves are c a l c u l a t e d t o i n c l u d e any n o n - d e p o s i t 

b o r r o w i n g by a member bank from a f o r e i g n bank. A 10 per cen t r ese rve 

r e q u i r e m e n t was proposed f o r d e p o s i t s o f t h i s c l a s s . 

These p roposa ls were adopted by the Board and pu t i n t o e f f e c t 

Augus t 13. The f i r s t four-week " r e s e r v e compu ta t i on pe r iod ' 1 began 

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



- 1 3 -

September 4 . The average l i a b i l i t i e s o f a bank to i t s overseas 

branches d u r i n g the r e s e r v e computa t ion p e r i o d w i l l be compared w i t h 

i t s base - - the average o f such l i a b i l i t i e s d u r i n g the f o u r week 

p e r i o d end ing May 28 - - t o e s t a b l i s h the amount o f a d d i t i o n a l reserves 

i t must h o l d . The f i r s t fou r -week " r e s e r v e maintenance per iod 1 ' began 

October 16. Du r i ng the maintenance p e r i o d , a bank must h o l d on the 

average the a d d i t i o n a l r ese rves r e q u i r e d on the b a s i s o f i t s excess 

E u r o - d o l l a r h o l d i n g s f rom i t s overseas branches d u r i n g the p rev ious 

compu ta t i on p e r i o d . 

For purposes o f t h i s a n a l y s i s , I have d i v i d e d the p e r i o d 

s ince midyear i n t o t h r e e s u b - p e r i o d s : (1) f rom June 25 t o September 3, 

the p e r i o d d u r i n g wh ich the Board ' s m a r g i n a l r e s e r v e p roposa l s were 

pend ing ; (2) f rom September 4 to October 1, the f i r s t r e s e r v e computa-

t i o n p e r i o d ; and (3) f rom October 16 to November 5, c o v e r i n g most o f 

the f i r s t r e s e r v e maintenance p e r i o d . 

U.S. banks c o n t i n u e d t o i n c r e a s e t h e i r bo r row ings o f Euro-

d o l l a r funds d u r i n g J u l y and August - - r a i s i n g l i a b i l i t i e s t o overseas 

branches $1 .3 b i l l i o n d u r i n g those two months to a new peak l e v e l o f 

$14.8 b i l l i o n . Most o f the i n c r e a s e , however - - $ 1 . 1 b i l l i o n , occu r red 

d u r i n g J u l y . (See Table 6 . ) 

The E u r o - d o l l a r market was ab le to accommodate the c o n t i n u i n g 

demand f o r funds f rom U.S. banks w i t h o u t any f u r t h e r i nc rease i n i n t e r e s t 

r a t e s . Rates had dropped s h a r p l y i n l a t e June as the immediate pressure 

on U.S. banks eased w i t h the pass ing o f c o r p o r a t e b o r r o w i n g f o r tax 
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payments, and the banks i n t u r n pu t l e s s p ressu re on the E u r o - d o l l a r 

m a r k e t . By the end o f June, the 3-month r a t e was down to about 10 -1 /2 

per c e n t . I t ranged between 1 0 - 1 / 2 and 1 1 - 1 / 4 per cen t d u r i n g J u l y 

and Augus t . 

I n September - - the f i r s t r ese rve compu ta t i on p e r i o d - - U.S. 

banks decreased t h e i r E u r o - d o l l a r bo r row ings by n e a r l y $1 /2 b i l l i o n . I n f a c t 

d u r i n g the s i x weeks f rom August 20 t o October 1, bo r row ings decreased 

i n a l l b u t one week ly p e r i o d and o u t s t a n d i n g s f e l l f rom $14.8 b i l l i o n 

to $14 .1 b i l l i o n . Reduced demand p ressures f rom U.S. banks no doubt 

were an i m p o r t a n t f a c t o r i n the g e n e r a l - - a l b e i t v e r y moderate - -

d e c l i n e i n E u r o - d o l l a r r a t e s up to the l a s t few days o f September when 

t y p i c a l q u a r t e r - e n d p ressu res i n i n t e r n a t i o n a l money c e n t e r s pu t some 

upward p ressu re on r a t e s . 

Tak ing the t h i r d q u a r t e r as a who le , demand p ressures on the 

E u r o - d o l l a r marke t f rom U.S. banks were much more moderate than they 

were d u r i n g the f i r s t h a l f o f the y e a r . Amer ican banks i nc reased t h e i r 

E u r o - d o l l a r bo r row ings by o n l y $900 m i l l i o n between June 25 and October 1, 

compared w i t h average q u a r t e r l y i n c r e a s e s o f about $ 3 - 1 / 2 b i l l i o n d u r i n g 

the January -June p e r i o d . To some e x t e n t , t h i s reduced demand f o r Euro-

d o l l a r s may have r e f l e c t e d the i n c r e a s e d r e l i a n c e o f U.S. banks on 

domest ic sources o f n o n - d e p o s i t funds d i scussed above. 

Because o f a number o f c r o s s - c u r r e n t s i n the E u r o - d o l l a r 

marke t s i n c e the b e g i n n i n g o f Oc tobe r , i t i s d i f f i c u l t t o e s t i m a t e 
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q u a n t i t a t i v e l y the e f f e c t s o f the m a r g i n a l r ese rve r equ i r emen ts on the 

b o r r o w i n g behav io r o f U.S. commercial banks m t h a t p a r t i c u l a r marke t . 

A l t hough E u r o - d o l l a r r a t e s d e c l i n e d d u r i n g most o f Oc tober , these 

banks s h a r p l y i n c reased t h e i r bor rowings o f E u r o - d o l l a r funds m the 

f i r s t h a l f o f the month and subsequent ly r e p a i d more than the p r e v i o u s 

r i s e . A t the end o f Oc tober , U.S. bank l i a b i l i t i e s t o t h e i r overseas 

branches were $13.6 b i l l i o n , on l y s l i g h t l y h i g h e r than the $13.2 b i l -

l i o n o u t s t a n d i n g a t the end o f June. Other c r o s s - c u r r e n t s i n t he 

marke t s i nce the b e g i n n i n g o f October i n c l u d e d a r a t h e r s h o r t - l i v e d 

e x p e c t a t i o n o f s i g n i f i c a n t l y lower i n t e r e s t r a t e s i n the near f u t u r e 

and a l a r g e f l o w o f funds ou t o f German marks f o l l o w i n g the i n i t i a t i o n 

o f the t r a n s i t i o n a l f l o a t i n g arrangement f o r the mark (and i t s subsequent 

a p p r e c i a t i o n ) - - wh ich was r e f l e c t e d i n a c o n s i d e r a b l e decrease i n 

o f f i c i a l d o l l a r h o l d i n g s o f the German c e n t r a l bank. 

As I ment ioned above, September was the f i r s t r e s e r v e 

' 'computat ion1 1 p e r i o d f o r the Board 's ma rg i na l r e s e r v e r e q u i r e m e n t 

a g a i n s t E u r o - d o l l a r b o r r o w i n g s . Using week ly d a t a ( t h e banks w i l l 

compute t h e i r bo r row ings on a d a i l y average b a s i s ) , we e s t i m a t e r o u g h l y 

t h a t bank bo r row ings o f E u r o - d o l l a r s were about $5 b i l l i o n more on the 

average d u r i n g September than d u r i n g May - - the base p e r i o d . Thus, 

d u r i n g the fou r -week p e r i o d beg inn i ng October 16, U.S. banks needed t o 

m a i n t a i n on the average s l i g h t l y over $400 m i l l i o n o f a d d i t i o n a l r e s e r v e s . 

I n pass ing , i t m i g h t be observed t h a t t h i s a d d i t i o n a l amount 

o f r e q u i r e d rese rves i s no t d r a s t i c a l l y d i f f e r e n t f rom the i n c r e a s e 
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w h i c h w o u l d have r e s u l t e d e a r l i e r i n t h e yea r i f a s l i g h t l y d i f f e r e n t 

a p p r o a c h had been adop ted t h e n . L a s t Ma rch , I sugges ted t h a t t h e Board 

c o n s i d e r a p p l y i n g average r e s e r v e r e q u i r e m e n t s , a t a 6 per c e n t r a t e , t o 

t h e vo lume o f E u r o - d o l l a r b o r r o w i n g s by U .S . b a n k s . A t t h e end o f F e b r u a r y , 

t h e t o t a l o f such b o r r o w i n g s was j u s t ove r $ 9 . 0 b i l l i o n ; t h u s , t h e r i s e i n 

r e q u i r e d r e s e r v e s a t t h a t t ime wou ld have been abou t $540 m i l l i o n . — 

A n o t h e r r e c e n t development r e l a t e d t o t h e E u r o - d o l l a r scene 

(and one w h i c h can be t r a c e d d i r e c t l y t o t h e i m p o s i t i o n o f t h e m a r g i n a l 

r e s e r v e r e q u i r e m e n t ) i s t he sharp i n c r e a s e s i n c e mid-September i n U .S . 

bank t i m e l i a b i l i t i e s t o f o r e i g n o f f i c i a l i n s t i t u t i o n s . A f t e r f a l l i n g 

r a t h e r c o n s i s t e n t l y t h r o u g h J u l y , f o r e i g n o f f i c i a l t i m e d e p o s i t s i n 

U . S . banks r o s e by $212 m i l l i o n i n Augus t and by more t h a n $ 1 . 0 b i l l i o n 

f r o m September 10 t o October 29. 

I t w o u l d appear t h a t some o f t h e i n c r e a s e r e f l e c t s a s h i f t o f 

o f f i c i a l f u n d s f r o m t h e E u r o - d o l l a r ma rke t ( i n c l u d i n g ove rseas b ranches 

o f U . S . b a n k s ) t o t i m e d e p o s i t s h e l d d i r e c t l y w i t h U .S . head o f f i c e s . 

P a r t o f t h e d r o p i n U .S . bank E u r o - d o l l a r b o r r o w i n g s i n l a t e September 

and s i n c e m i d - O c t o b e r may r e f l e c t such a s h i f t o f f unds by f o r e i g n 

o f f i c i a l i n s t i t u t i o n s . 

I t may be t h a t U .S . banks have been a t t e m p t i n g t o i n d u c e s h i f t s 

o f f o r e i g n o f f i c i a l funds f r o m b ranch t o head o f f i c e books t o t a k e 

a d v a n t a g e o f t h e r e l a t i v e l y lower r e s e r v e r e q u i r e m e n t a s s o c i a t e d w i t h 

b a l a n c e s on head o f f i c e books . For examp le , a s h i f t o f $1 m i l l i o n f r o m 

t h e b r a n c h t o head o f f i c e (assuming t h a t t h e f u n d s were made a v a i l a b l e 

f o r head o f f i c e use i n e i t h e r case and t h a t t h e U .S . bank i n q u e s t i o n 

T7 However, i t should be noted t h a t a marg ina l reserve requirement 
prov ides a g r e a t e r d e t e r r e n t to a d d i t i o n a l f u t u r e borrowing than does 
an average r e s e r v e requirement tha t invo lves the same increase i n t o t a l 
r e q u i r e d r e s e r v e s . Digitized for FRASER 
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p r e s e n t l y has E u r o - d o l l a r bo r row ings o u t s t a n d i n g m excess o f i t s 

base) would r e l e a s e $100,000 f rom r e q u i r e d reserves a g a i n s t Euro-

d o l l a r bo r row ings (where the m a r g i n a l rese rve requ i rement i s 10 per 

cen t ) and absorb $60,000 i n t o r e q u i r e d rese rves a g a i n s t t ime depos i t s 

w i t h the head o f f i c e - - a n e t sav ing o f $40,000 o f r e s e r v e s . Thus, the 

head o f f i c e would be w i l l i n g t o pay about 4 per cent more f o r funds on 

head o f f i c e books than f o r funds o b t a i n e d th rough branches. I f 

o f f i c i a l funds cou ld be o b t a i n e d f o r 10 per cent per annum th rough 

branches - - E u r o - d o l l a r s - - the head o f f i c e would be w i l l i n g to pay 

up t o 10.4 per cen t per annum f o r the same funds d i r e c t l y - - and cou ld 

do so because o f the exempt ion o f o f f i c i a l funds f rom R e g u l a t i o n Q 

c e i l i n g s . 

Tab le 7 compares the cos t o f r a i s i n g funds i n these two 

a l t e r n a t i v e ways, f rom the p o i n t o f v i ew o f the U.S. banks, a f t e r 

a d j u s t i n g market q u o t a t i o n s to r e f l e c t the a d d i t i o n a l cos t assoc ia ted 

w i t h h o l d i n g rese rves i n each case. As may be seen, once the Euro-

d o l l a r m a r g i n a l r ese rve requ i remen t went i n t o e f f e c t , E u r o - d o l l a r funds 

became c o n s i d e r a b l y more expens ive than funds a t t r a c t e d th rough o f f i c i a l 

t ime d e p o s i t s . From September 10 t o l a t e October , however, t h i s 

advantage f o r the o f f i c i a l t ime d e p o s i t source was g r a d u a l l y reduced 

as the o f f i c i a l t ime d e p o s i t r a t e i nc reased and E u r o - d o l l a r r a t e s 

d e c l i n e d . 
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Ove rn igh t D e p o s i t s : E f f e c t i v e l a s t J u l y 31, t h e F e d e r a l 

Reserve Board amended i t s R e g u l a t i o n D t o e l i m i n a t e t h e p o s s i b i l i t y 

f o r a member bank t o reduce i t s r ese rve requ i remen ts t h rough the use 

o f s o - c a l l e d "London checks" and " b i l l s payab le checks" t p repay o v e r -

n i g h t and o t h e r d e p o s i t s i n i t s f o r e i g n b ranches . 

The e f f e c t s o f t h i s a c t i o n (aimed a t s t o p p i n g the use o f o v e r -

n i g h t b o r r o w i n g , i n i t s e l f r e s e r v e - f r e e a t t h a t t ime l i k e any bo r row ing 

f rom b ranches , t o reduce requ i remen ts a g a i n s t domest ic d e p o s i t s ) a re 

c l e a r l y e v i d e n t . For example, a t t he end o f June, E u r o - d o l l a r d e p o s i t s 

i n f o r e i g n branches o f U.S. banks t o t a l e d $20 f 4 b i l l i o n . Of t h i s amount, 

$2 .4 b i l l i o n ( o r 11 per cen t ) was h e l d on an o v e r n i g h t b a s i s . By t h e 

end o f Augus t , t o t a l E u r o - d o l l a r d e p o s i t s a t these branches had r i s e n 

t o $22 .6 b i l l i o n , bu t o v e r n i g h t d e p o s i t s had f a l l e n t o $ 1 . 4 b i l l i o n , 

r e p r e s e n t i n g o n l y 6 per cen t o f the t o t a l . Du r ing the same p e r i o d , 

t he p r o p o r t i o n o f d e p o s i t s h e l d on c a l l d e c l i n e d f rom 19 per cent t o 

15 per c e n t , and those o f one month m a t u r i t y d e c l i n e d f r om 45 per cen t 

t o 43 per cent o f t he t o t a l . I n f a c t , a v e r y l a r g e share o f t he i n c r e a s e 

o f $2 .3 b i l l i o n i n t o t a l E u r o - d o l l a r d e p o s i t s a t these branches d u r i n g 

J u l y and August was accounted f o r by t h e r i s e i n d e p o s i t s m a t u r i n g 

w i t h i n two months - - w h i l e o v e r n i g h t and c a l l d e p o s i t s decreased by 

$1 .4 b i l l i o n . 

Sales o f Commercial Paper : On October 29, t he F e d e r a l Reserve 

Board announced i t was c o n s i d e r i n g amending i t s r u l e s gove rn ing the 

payment o f i n t e r e s t on d e p o s i t s ( R e g u l a t i o n Q) t o app ly t o funds 
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r e c e i v e d by member banks f r o m the i ssuance o f commerc ia l paper or 

s i m i l a r o b l i g a t i o n s by bank a f f i l i a t e s . Th i s was t h e l a s t o f t he ma jo r 

domest i c sources o f f unds t o wh i ch U.S. commerc ia l banks had r e s o r t e d 

and w h i c h had remained beyond the r e a c h o f t he F e d e r a l R e s e r v e ' s 

i n t e r e s t r a t e c e i l i n g s o r r e s e r v e r e q u i r e m e n t s . ( I n a d d i t i o n t o Eu ro -

d o l l a r b o r r o w i n g s , o t h e r sources w i t h r e s p e c t t o w h i c h t he F e d e r a l 

Reserve Board f i n a l i z e d and proposed r e g u l a t o r y changes l a s t summer 

i n c l u d e d s a l e s o f p a r t i c i p a t i o n s i n i n d i v i d u a l l oans o r p o o l s o f l oans 

and t h e c o n v e r s i o n o f demand d e p o s i t s i n t o " F e d e r a l f u n d s b o r r o w i n g s , 1 1 

w h i c h a few banks were a t t e m p t i n g . ) 

A t t h e t i m e o f t h i s a c t i o n on commerc ia l p a p e r , a b o u t 58 

banks had o u t s t a n d i n g a round $3 .6 b i l l i o n o f such l i a b i l i t i e s i s s u e d 

t h r o u g h t h e i r s u b s i d i a r i e s o r r e l a t e d one-bank h o l d i n g companies . - i ^ 

A l l o f t h i s paper had been s o l d a t y i e l d s f a r beyond t h e maximum 

i n t e r e s t r a t e s payab le on CD 's . Between the end o f J u l y and t h e end 

o f O c t o b e r , t h e number o f banks o f f e r i n g commerc ia l paper i n some 

manner r o s e by 50 per c e n t , and the amount o u t s t a n d i n g c l i m b e d by 

$1 .8 b i l l i o n ( o r 100 per c e n t ) . Of the t o t a l o u t s t a n d i n g on 

October 29 , r o u g h l y $ 0 . 4 b i l l i o n had been i s s u e d by bank s u b s i d i a r i e s . 

Under a p a r a l l e l r u l i n g by t h e Board , as o f December 1 , commerc i a l 

paper i n t h e l a t t e r c a t e g o r y w i l l become s u b j e c t t o t h e maximum i n t e r e s t 

r a t e s w h i c h t h e banks themse lves c o u l d pay on t i m e d e p o s i t s . 

P a r t l y i n response to t h i s l a t e s t p o l i c y move, U .S . banks 

s u b s t a n t i a l l y increased t h e i r b idd ing fo r E u r o - d o l l a r funds dur ing 

1 / I n London , " commerc ia l p a p e r " means a c c e p t a n c e s ; i n t h e U n i t e d 
S t a t e s i t means a s h o r t - t e r m p r o m i s s o r y n o t e i s s u e d by a nonbank 
c o r p o r a t i o n . 
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the week end ing November 5. Th is development may w e l l account f o r 

the sharp r i s e m E u r o - d o l l a r r a t e s d u r i n g the l a s t few days o f 

Oc tobe r . As the commercia l paper o u t s t a n d i n g ma tu res , banks probably 

w i l l n o t be ab le to renew i t a t the e x i s t i n g i n t e r e s t r a t e c e i l i n g s . 

Thus, some o f them may a t tempt to expand t h e i r b o r r o w i n g i n the Euro* 

d o l l a r m a r k e t . 

On the o t h e r hand, the h i g h e r cost of obta in ing Euro-do l la rs 

r e s u l t i n g f r om the i m p o s i t i o n o f m a r g i n a l reserve requirements may dampen 

t h i s tendency . Th i s p o s s i b i l i t y i s suggested by the behavior of the 

banks as t h e y p repared to meet the newly e f f e c t i v e reserve requirements. 

D u r i n g the two weeks October 16 to October 29, aggregate 

U.S. bank b o r r o w i n g s o f E u r o - d o l l a r s f e l l s h a r p l y . While t h i s dec l ine 

may have been r e l a t e d to domest ic c r e d i t deve lopments , i t may have 

a l s o r e f l e c t e d the d e s i r e o f banks to cut back t h e i r E u r o - d o l l a r 

b o r r o w i n g s f o r t he October computa t ion p e r i o d i n order to reduce 

r e q u i r e d r e s e r v e s f o r the second maintenance p e r i o d beginning 

November 13. Thus, the need t o repay bo r row ings to reduce r e q u i r e d 

r e s e r v e s may have o v e r r i d d e n the need t o put up a d d i t i o n a l reserves 

a g a i n s t t he b o r r o w i n g s e x i s t i n g i n September. I n any case, the reduced 

U.S. bank demand f o r E u r o - d o l l a r funds was an i m p o r t a n t f a c t o r i n 

d e c l i n i n g E u r o - d o l l a r r a t e s u n t i l the l a s t few days o f Oc tober , 

E u r o - D o l l a r Flows and the U.jS. Balance o f Payments 

The g e n e r a l l y w idespread movement o f funds i n t o E u r o - d o l l a r s 

p a r t i c u l a r l y d u r i n g the f i r s t h a l f o f 1969 - - i s c l e a r l y r e f l e c t e d i n 

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



- 2 1 -

the U.S. ba lance o f payments. The movement o f funds by p r i v a t e f o r e i g n e r s 

f rom o the r c u r r e n c i e s i n t o U.S. d o l l a r s f o r i nves tment m the E u r o - d o l l a r 

market g e n e r a l l y r e s u l t s m a r e d u c t i o n o f f o r e i g n c e n t r a l bank ho ld i ngs 

o f U.S. d o l l a r ba lances . Th is happened d u r i n g the f i r s t h a l f o f 1969, 

and the U n i t e d S ta tes had a s u r p l u s m i t s ba lance o f payments on an 

o f f i c i a l r ese rve t r a n s a c t i o n s b a s i s o f $2.9 b i l l i o n , a t the same t ime 

t h a t the U.S. l i q u i d i t y ba lance was m d e f i c i t by $5 b i l l i o n ( a l l f i g u r e s 

n o t s e a s o n a l l y a d j u s t e d ) . The d i f f e r e n c e between the two balances 

r e f l e c t s , p r i m a r i l y , the l a r g e i n f l o w o f p r i v a t e f o r e i g n s h o r t - t e r m 

c a p i t a l t h a t o c c u r r e d d u r i n g the f i r s t h a l f o f the y e a r . And the l a t t e r 

i s n e a r l y f u l l y accounted f o r by the $7.3 b i l l i o n i nc rease m E u r o - d o l l a r 

bo r row ings by U.S. banks v i a t h e i r b ranches. 

Th i s may be r e l a t e d to the U.K. d a t a wh ich g i v e an i n d i c a t i o n 

o f what happened i n the e n t i r e e i g h t - c o u n t r y BIS E u r o - d o l l a r area. We 

see t h a t , o f the $7.2 b i l l i o n i nc rease i n U.S. d o l l a r l i a b i l i t i e s o f 

U.K. banks to n o n - r e s i d e n t s , $6 .4 b i l l i o n was an i nc rease m d o l l a r 

l i a b i l i t i e s t o r e s i d e n t s o f c o u n t r i e s o t h e r than the U n i t e d S t a t e s . 

I t i s d i f f i c u l t to make a f i r m e s t i m a t e o f the volume of U .S. 

r e s i d e n t funds wh ich went i n t o E u r o - d o l l a r s f rom U .S . sources . Reported 

s h o r t - t e r m c la ims abroad o f U .S. nonbanks - - where one would expect such 

f l o w s t o appear - - i n c reased o n l y $78 m i l l i o n m the f i r s t h a l f . From 

the U.K. s t a t i s t i c s , however, we see t h a t d o l l a r l i a b i l i t i e s o f U .K. 

banks a lone t o U .S . banks and nonbanks i nc reased by over $3 /4 b i l l i o n . 

So, i t may w e l l De t h a t the f l o w o f U .S . r e s i d e n t funds i n t o E u r o - d o l l a r s 

i n the f i r s t h a l f o f the year approached or perhaps somewhat exceeded 
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$1 b i l l i o n . Some o f the v e r y l a r g e d i r e c t i nves tmen t o u t f l o w - - about 

$ 2 . 1 b i l l i o n d u r i n g the f i r s t h a l f - - may have r e f l e c t e d ba lances made 

a v a i l a b l e by U.S. c o r p o r a t i o n s t o t h e i r f o r e i g n s u b s i d i a r i e s f o r Euro-

d o l l a r p lacement i n s t e a d o f f o r d i r e c t i nves tmen t o u t l a y s ; these ba lances 

wou ld n o t show up i n the European d a t a as l i a b i l i t i e s t o U.S. r e s i d e n t s . 

Ano ther p a r t o f the e x t r a o r d i n a r i l y l a r g e f i r s t h a l f e r r o r s and omiss ions 

i tems i n the U.S. ba lance o f payments accounts p r o b a b l y r e f l e c t s the 

movement o f s p e c u l a t i v e funds i n t o German marks. 

I n the t h i r d q u a r t e r , i t wou ld appear t h a t E u r o - d o l l a r f l ows 

were q u i t e changed f rom e a r l i e r i n the y e a r . Whereas i n the f i r s t h a l f 

t he f l o w o f f o r e i g n funds t o E u r o - d o l l a r s was l a r g e enough t o r e s u l t i n 

a $2 .6 b i l l i o n r e d u c t i o n i n f o r e i g n o f f i c i a l d o l l a r h o l d i n g s i n the 

U n i t e d S t a t e s , i n the Ju ly -Sep tember p e r i o d f o r e i g n o f f i c i a l d o l l a r 

h o l d i n g s i n c r e a s e d s h a r p l y - - by about $1 .7 b i l l i o n . Th is r e f l e c t e d an 

a b r u p t change i n the f l o w o f funds i n t o the E u r o - d o l l a r m a r k e t , and i t 

may w e l l be t h a t t h e r e was some movement o f f o r e i g n funds o u t o f Euro-

d o l l a r s i n t o f o r e i g n c u r r e n c i e s a f t e r J u l y . 

A l t h o u g h the U.S. l i q u i d i t y d e f i c i t c o n t i n u e d l a r g e i n the 

t h i r d q u a r t e r - - n e a r l y $3 b i l l i o n b e f o r e seasona l ad jus tmen t - - we are 

i n c l i n e d t o doubt t h a t t h i s r e f l e c t e d t o any ma jo r e x t e n t f l o w s o f U.S. 

r e s i d e n t funds d i r e c t l y i n t o t he E u r o - d o l l a r ma rke t . 

I n c l o s i n g , I wou ld l i k e t o comment on the w idesp read tendency 

t o p o r t r a y the U.S. l i q u i d i t y d e f i c i t as a " sou rce o f funds f o r the Euro-

d o l l a r market1 1 and hence a source o f funds f o r U.S. bank b o r r o w i n g i n 

the E u r o - d o l l a r m a r k e t . Th i s p o r t r a y a l i s u s u a l l y combined w i t h an 
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a s s e r t i o n t h a t a r e d u c t i o n o f f o r e i g n o f f i c i a l d o l l a r ba lances i n the 

U n i t e d S ta tes i s a l so a " sou rce o f funds f o r the E u r o - d o l l a r m a r k e t . " 

I b e l i e v e t h i s v iew g i ves the wrong i m p r e s s i o n o f the f a c t o r s 

t h a t are a t work . Whether the Un i t ed S ta tes has a l i q u i d i t y d e f i c i t or 

n o t r e f l e c t s the whole sp rec t rum o f developments i n U.S. t r a d e and pay-

ments , and i s q u i t e d i f f e r e n t f rom the q u e s t i o n o f whether E u r o - d o l l a r 

asse ts are r i s i n g or f a l l i n g . Of course , one f l o w o f funds i n t o t h a t 

marke t comes d i r e c t l y f r om U.S. r e s i d e n t s , a l t h o u g h i t has a p p a r e n t l y 

accounted f o r o n l y a r e l a t i v e l y modest p a r t o f the m a r k e t ' s g row th . 

That f l o w o f funds m i g h t be regarded as a r e c y c l i n g o f U.S. funds t h a t 

can be d i s c o u n t e d i n j u d g i n g the e x t e n t o f the U.S. l i q u i d i t y d e f i c i t . 

I n t h i s c o n t e x t , by f a r the most i m p o r t a n t aspec t o f t h e Euro-

d o l l a r market wh ich shou ld be s t r essed i s t h a t p r i v a t e f o r e i g n e r s are 

a t t r a c t e d by h i g h y i e l d s t o h o l d these assets r a t h e r t han asse ts denomi-

na ted i n o t h e r c u r r e n c i e s . Th i s p rocess , as o u t l i n e d above, tends t o 

pu t p ressu re on c e n t r a l banks1 d o l l a r h o l d i n g s . T h i s i s where the connec-

t i o n between the E u r o - d o l l a r market and the l i q u i d i t y d e f i c i t m i g h t be 

made. When the l i q u i d i t y d e f i c i t p rov ides ample s u p p l i e s o f d o l l a r s t o 

f o r e i g n c e n t r a l banks, t he e f f e c t on t h e i r r e s e r v e s o f the g rowth i n 

p r i v a t e h o l d i n g s i n the E u r o - d o l l a r market i s c o m f o r t a b l y cush ioned . 

Even i n t h i s case, some p i n c h i n g has occu r red , b u t c e n t r a l bank r e s i s -

tance i n one fo rm o r ano the r t o such l a r g e i nves tmen ts i n E u r o - d o l l a r s 

wou ld c e r t a i n l y have been much more i n ev idence i f t h e U.S. l i q u i d i t y 

d e f i c i t had n o t been so l a r g e . 
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Table 1 

Estimated Net Size of Euro-dol lar Market 
( B i l l i o n s of U.S. d o l l a r s ) 

End-1968 
(BIS E s t i m a t e ) ! / 

End-June 1969 
(Estimated from change i n 
Published U.K. D a t a ) ! / 

Estimated Change: 
End-1968 to 

End June 1969 
T o t a l Per cent To ta l Per cent Per cent of Chg. i n 

Sources Sources/Use s of Tota l Sources/Uses of T o t a l Change T o t a l Sources/Uses 

A. Outside Area^/ 
U.S. and Canada 4 . 5 18.0 6 .3 19.5 +1 .8 25 
Japan 0 . 1 0 .4 
Eastern Europe 0 .6 2 .4 9 .2 28.5 +1 .9 26 
Other 6.6 26.4 

To ta l 11.8 47 .2 15.5 48 .0 +3.7 ~51 

B. Inside Area 
Non-banks 5 . 2 20.8 16.8 52 .0 +3 .6 Banks 8 . 0 32 .0 16.8 52 .0 +3 .6 49 

To ta l 13.2 52.8 16.8 52 .0 +3 .6 ~49 
Grand Tota l 25.0 100.0 32.3 100.0 +7 .3 100 

Uses 

A. Outside Area 
U.S. and Canada 10.2 40.8 16.8 52 .0 +6 .6 90 
Japan 1.7 6 .8 
Eastern Europe 0 .9 3 .6 6 .9 21.4 + 0 . 1 2 
Other 4 . 2 16.8 

To ta l 17.0 68.0 23.7 73.4 +6 .7 ~92 

B. Inside Area 
Non-banks 4 .7 18.8 8 .6 26.6 +0 .6 Banks 3 .3 13.2 8 .6 26.6 +0 .6 8 

To ta l 8 . 0 32 .0 8 .6 26.6 +0 .6 8 
Grand T o t a l 25.0 100.0 32.3 100.0 +7 .3 100 

1/ B . I . S . ( T h i r t y - n i n t h ) Annual Repor t , June 1969, p . 149. 
2/ Bank o f England Q u a r t e r l y B u l l e t i n , September 1969, p . 331. 
3 / The 8 - c o u n t r y B . I . S . E u r o - d o l l a r area i nc l udes the U . K . , Sweden, S w i t z e r l a n d , I t a l y , France, Be lg ium, 

Germany and the Ne the r l ands . Digitized for FRASER 
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Table 2 

Use o f E u r o - d o l l a r Funds by the Un i ted S ta tes R e l a t i v e to 
Est imated Net Size o f the E u r o - d o l l a r Market 

( B i l l i o n s o f U.S. D o l l a r s ) 

1964 1965 1966 1967 1968 June-19691/ 

Net S ize 9 .0 11.5 14.5 17.5 25.0 32.0 

Uses: i n U.S. and Canada^/ 2.2 2.7 5 .0 5 .8 10.2 16.8 

Per cen t o f Net Size (24.4) (23 .5) (34 .5) (33 .1) (40 .8) (52.5) 

U.S. Bank Borrowings Through 
T h e i r Overseas Branches 1.2 1.3 3 .4 3.7 6 .0 13.3 

Per cen t o f Net Size (13.3) (11.3) (23 .4 ) (21 .1) (24 .0) (40.3) 

1/ Es t ima ted oy Federa l Reserve Board. Est imates 
an area i n c l u d i n g on l y e i g h t European c o u n t r i e s : U. 
Sweden, and S w i t z e r l a n d . 

f o r o the r years made by 
K . , Belg ium, Ne the r lands , 

the BIS. 
France, 

Net s i ze i s f< 
Germany, I t a l y 

2/ T o t a l s h o r t - t e r m assets i n the U.S. and Canada owned by banks i n the e i g h t - c o u n t r y area. 
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Table 3 

NET CHANGE IN MAJOR BALANCE SHEET ITEMS FOR WEEKLY REPORTING BANKS 
December 25- October 15 1/ 

( I n b i l l i o n s of d o l l a r s , not seasona l l y a d j u s t e d ) 

14 Major Banks w i t h 
I tems T o t a l London Branches Other 

1969 1968 1969 1968 1969 1968 

T o t a l loans and inves tments 2_/ - 4 .6 14.0 - 2 .6 5 .6 - 2 . 0 8 .3 
U .S . T reasu ry s e c u r i t i e s - 6 .9 .3 - 2 . 4 .6 - 4 .5 - .3 
Other s e c u r i t i e s - 3 .4 4.2 - 2 . 4 2 .2 - 1 .0 2 .0 
T o t a l loans 2 / 5.7 9.6 2 .2 2 .9 3 .5 6 .7 

Business loans 5.5 4 . 4 2 .7 2 . 1 2 .8 2 .3 
Real E s t a t e loans 1.9 2 .5 .7 .2 1.2 2 .3 
Consumer loans 1.4 1.7 .3 .1 1 . 1 1.6 

T o t a l d e p o s i t s 3 / -18 .6 5 .0 - 9.2 - 1.7 - 9 .4 6 .7 
Demand d e p o s i t s 3 / - 3 .6 - 2 .4 - .3 - 2 . 6 - 3 .3 .2 
Time and sav ings d e p o s i t s - 15 .0 7 .4 - 8 .9 .9 - 6 . 1 6.5 

Large CD's 4 / - 11 .9 2 . 8 - 6 .6 . 1 - 5 .3 2 .7 
Other - 3 . 1 4 .5 - 2 . 3 .8 - .8 3 .7 

T o t a l bo r row ings 5 / 8.8 4 .5 2 .6 2 .4 6 .2 2 . 1 
Other l i a b i l i t i e s 9.2 4 .5 7 . 1 3 .9 2 . 1 .6 

E u r o - d o l l a r s 6 / 8.3 3 .0 7 .4 3 .0 .9 7 / 

1/ Dates are f o r 1969, comparable dates used f o r 1968. 
2_/ E x c l u s i v e o f loans and Federa l funds t r a n s a c t i o n s w i t h domest ic commercial banks and net of v a l u a t i o n 

rese rves . 
3_/ Less cash i tems i n the process of c o l l e c t i o n . 
4 / N e g o t i a b l e t ime c e r t i f i c a t e s of depos i t i n denominat ion o f $100,000 or more. 
5 / L a r g e l y b o r r o w i n g i n the Federa l funds market and f rom Federa l Reserve banks. 
<6/ Bank l i a b i l i t i e s t o f o r e i g n branches. 
NOTE: F igu res may no t sum e x a c t l y due to r ound ing . 
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Table 4 

NET CHANGE IN MAJOR BALANCE SHEET ITEMS FOR WEEKLY REPORTING BANKS 
December 25- June 25 1/ 

( I n b i l l i o n s of d o l l a r s , not seasonally adjusted) 

14 Major Banks w i t h 
Items T o t a l London Branches Other 

1969 1968 1969 1968 1969 1968 

T o t a l loans and investments 2 / - 1 .0 2 .9 - 1.3 .8 .3 2 . 1 
U.S. Treasury secur i t i es - 6 .7 - 2 . 8 - 2 . 8 - 1.2 - 3 .9 1.6 
Other s e c u r i t i e s - 1.2 1.2 - .9 .5 - .2 .7 
T o t a l loans 2 / 6 .8 4 .6 2 .4 1.6 4 .4 3 .0 

Business loans 5.2 3 . 1 2 . 0 1.7 3.2 1.4 
Real Estate loans 1.3 1.4 .5 .1 .8 1.3 
Consumer loans 1 . 1 .9 .3 .1 .8 .8 

T o t a l deposits 3 / - 14 .6 - 2 . 8 - 8.6 - 2 . 8 - 6 . 0 7 / 
Demand deposits 3 / - 6 .2 - 3.7 - 2 .3 - 1.2 - 3 .9 2.5 
Time and savings deposits - 8 .4 .9 - 6 .3 - 1.6 - 2 . 1 2 .6 

Large CD's 4 / - 8.2 - 1 . 1 - 5 .6 - 1 .8 - 2 .6 .7 
Other - .2 2 . 0 - .7 .2 .5 1 .8 

T o t a l borrowings 5 / 4 .7 2 .5 .8 1.5 3 .9 1 .0 
Other l i a b i l i t i e s 8 .9 2 .4 7 .7 2 .2 1.2 .3 

Euro -do l la rs 6 / 6 .6 2 . 0 6 .2 2 . 0 .4 7 / 

1/ Dates are for 1969, comparable dates used for 1968. 
2_/ Exclusive of loans and Federal funds transactions w i th domestic commercial banks and net of va luat ion 

reserves . 
3J Less cash items i n the process of c o l l e c t i o n . 
4 / Negotiable time c e r t i f i c a t e s of deposit i n denominations of $100,000 or more. 
5 / Largely borrowing in the Federal funds market and from Federal Reserve banks. 
6_/ Bank l i a b i l i t i e s to fore ign branches. 
7 / Less than 50 m i l l i o n . 
NOTE: Figures may not sum exact ly due to rounding. 
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Table 5 

NET CHANGE IN MAJOR BALANCE SHEET ITEMS FOR WEEKLY REPORTING BANKS 
June 25- October 15 1/ 

( I n b i l l i o n s of d o l l a r s , not seasonally adjusted) 

Items T< 
1969 

a ta l 
1968 

14 Ma; 
Loi 

1969 

jor Banks w: 
idon Branch< 

1968 

Lth 
;s ( 

1969 
)ther 

1968 

T o t a l loans and investments 2 / - 3.6 11.0 - 1.3 4 .7 - 2 . 3 6 .3 
U.S. Treasury s e c u r i t i e s - .2 3 . 1 .4 1 .8 - .6 1.3 
Other s e c u r i t i e s - 2.2 3 .0 - 1.5 1.7 - .7 1.3 
T o t a l loans 2 / - 1.2 5 .0 - .2 1 .3 - 1 .0 3 .8 

Business loans .4 1.3 .8 .4 - .4 .9 
Real Esta te loans .6 1 .1 .2 .1 .4 1.0 
Consumer loans .3 .8 7 / .1 .3 .7 

T o t a l deposits 3 / - 4 . 0 7 .7 - .6 1 . 1 - 3 .4 6.6 
Demand deposits 3 / 2 .5 1.3 1.9 - 1.4 .6 2 .7 
Time and savings deposits - 6 .5 6 .4 - 2 .5 2.5 - 4 . 0 3.9 

Large CD's 4 / - 3 . 7 3 .9 - 1 .0 1 .9 - 2 .7 2 .0 
Other - 2 . 8 2 .6 - 1.5 .7 - 1 .3 1.9 

T o t a l borrowings 5 / 4 . 1 1.9 1 .8 .8 2 .3 1 .1 
Other l i a b i l i t i e s .3 2 . 0 - .6 1.7 .9 .3 

Euro -do l la rs 6 / 1.7 1 .0 1.2 1 .0 .5 7/ 

1 / Dates are for 1969, comparable dates used for 1968. 
2 / Exclusive of loans and Federal funds transactions wi th domestic commercial banks and net of va lua t ion 

reserves . 
3 / Less cash items i n the process of c o l l e c t i o n . 
4 / Negotiable time c e r t i f i c a t e s of denosit in denomination of $100,000 or more. 
5 / Largely borrowing i n the Federal funds market and from Federal Reserve banks. 
6 / Bank l i a b i l i t i e s to fore ign branches. 
7 / Less than 50 m i l l i o n . 
NOTE: Figures may not sum exact ly due to rounding. 
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Table 6 

L i a b i l i t i e s of U.S. Banks to Their Foreign 
^ Branches 1/ 

( M i l l i o n s U.S. D o l l a r s ) ~ 

Date Outstandings Change from previous date 

December 30, 1964 1,183 
December 29, 1965 1,345 + 162 
December 28, 1966 4,036 +2 ,691 
December 27, 1967 4 , 2 4 1 + 205 
January 1, 1969 6 ,039 +1,798 

1969 

May 26 9 ,621 +3,582 
June 25 13,228 +3,607 

July 30 14,324 +1,096 
September 3 14,571 + 247 

October 1 14,111 - 460 

October 8 14,609 + 598 
15 14,970 + 361 

22 14,306 - 664 
29 13,631 - 675 

November 5 14,358 + 727 

1/ Exclusive of branch p a r t i c i p a t i o n s i n head o f f i c e loans to U.S. 
res idents . 
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Table 7 

Comparison of Three-month Euro-dol lar Deposit 
Bid Rates w i th Rates Offered by Prime Banks i n 

New York for Three-month Foreign O f f i c i a l Time Deposits 

Period 

1969 - Mar. 

(1) 

Three 
Euro-$ 

Quoted 

8 .48 

(2) 

-month 
Deposi t i ' 
Adjusted^' 

* 

(3) 
Of fer Ra 

Foreign Of 
Deposits i 
Quoted 

7.00 - 7.75 

(4) 
t e for 
f i c i a l Time 
n New York£' 

Ad i u s t e d V 

7.45 - 8 .24 

(5 ) = C 
D i f f e r * 

Adjusted I 
Over Adj i 
Deposit ( 

+1 .03 

>-)-( 4 ) 
j n t i a l : 
Suro-dollar 
isted Time 
Dffer Rate 

+0 .24 
June 11.11 * 8.75 - 9.62 9 .31 - 10.23 +1 .80 +0 .88 

July 10.57 * 9.00 - 10.00 9.57 - 10.63 +1 .00 - 0 . 0 6 
Aug. 10.91 * 9.50 - 10.50 10.11 - 11.17 +0 .80 - 0 . 2 6 

Sept. 3 11.25 * 9.50 - 10.88 10.11 - 11.57 +1 .14 - 0 . 3 2 
10 11.34 12.60 9.50 - 10.88 10.11 - 11.57 +2 .49 +1 .63 
17 11.14 12.38 9.88 - 10.88 10.51 - 11.57 +1 .87 + 0 . 8 1 
24 10.68 11.87 10.12 - 10.88 10.76 - 11.57 + 1 . 1 1 +0 .30 

Oct. 1 11.08 12.31 10.25 - 10.88 10.90 - 11.57 + 1 . 4 1 +0 .74 
8 10.65 11.83 10.25 - 10.88 10.90 - 11.57 +0 .93 +0 .26 

15 10.43 11.59 9.88 - 10.62 10.51 - 11.30 +1 .06 +0 .29 
22 9.63 10.70 9.38 - 10.50 9.98 - 11.17 +0 .72 - 0 . 4 7 
29 9 .10 10.11 8.38 - 10.00 8 . 9 1 - 10.63 +1 .20 - 0 . 5 2 

1/ Average of d a i l y f igures for the l a s t week (ending Wednesday) of the per iod. 
2/ Range of rates o f fe red for 90-179 day funds at Prime New York Ci ty banks. 
3 / To r e f l e c t the 10% marginal reserve requirement on U.S. bank l i a b i l i t i e s to fo re ign 

branches. 
4 / To r e f l e c t the 6% reserve requirement on head o f f i c e time l i a b i l i t i e s . 
* / Same as quoted r a t e ; reserve requirement computation began in week ending September 10. 

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



Table 8 

U.S. BALANCE OF PAYMENTS 
( m i l l i o n s of d o l l a r s , seasonally adjusted) 

1 9 6 9 
1968 Q t r . l Q t r . 2 Qt r .3P 

Balance on goods, serv ices, remittances and pensions 1,357 92 -3 n . a . 

Balance on goods and serv ices 
Remittances and pensions 

2,516 
- 1 , 1 5 9 

363 
-271 

283 
-286 

n . a . 
n . a . 

U.S. G o v ' t , grants and c a p i t a l f lows, net - 3 , 9 5 5 -793 -1 ,103 n . a . 

U.S. p r i v a t e c a p i t a l f low, net - 5 , 1 5 7 -1 ,345 - 1 , 9 7 1 n . a . 

Foreign c a p i t a l f low, n e t , excluding change i n 
l i q u i d assets i n U.S. 8,565 1,633 203 n . a . 

Errors and unrecorded t ransact ions -642 - 1 , 2 3 9 -838 n . a . 

Balance on l i q u i d i t y bas is , seasonal ly adjusted - 1 , 6 5 3 - 3 , 7 1 1 - 2 , 5 3 3 

Less: Seasonal adjustment -395 -64 355 

Balance before seasonal adjustment 168 - 1 , 2 5 8 - 3 , 6 4 7 - 2 , 8 8 8 

U.S. o f f i c i a l reserve assets -880 -48 -299 -686 

L iqu id l i a b i l i t i e s to a l l fore igners 
To o f f i c i a l agencies 
To commercial banks 1/ 
To other fo re ign res idents and unal located 
To i n t ' l and reg iona l organizat ions 

712 
- 3 , 0 9 9 

3 ,382 
374 

55 

1,306 
- 1 , 7 0 7 

3,124 
-23 
-88 

3 ,946 
-556 

4 ,567 
-147 

82 

3 ,574 
2,238 
1,519 

- 1 9 1 
8 

Balance on o f f i c i a l reserve t ransact ions bas is , 
seasonal ly adjusted 1,143 1,243 -933 

Less: Seasonal adjustment -567 29 107 

Balance before seasonal adjustment 1,638 1,710 1,214 - 1 , 0 4 0 

O f f i c i a l reserve assets -880 -48 -299 -686 

L iqu id l i a b i l i t i e s to fo re ign o f f i c i a l agencies - 3 , 0 9 9 -1 ,707 -556 2,238 

Nonl iqu id l i a b i l i t i e s to fo re ign o f f i c i a l 
agencies 2 ,341 45 -359 -512 

1/ Includes deposits of f o r e i g n branches of y . S . banks and of fo re ign commercial 
banks, associated w i t h t h e i r U . S . - d o l l a r denominated l i a b i l i t i e s to fore ign 
o f f i c i a l agencies. 

2 / p re l im inary . n . a . / Not a v a i l a b l e . 
Source: Federa l Reserve B u l l e t i n , October 1969, pages A72 and A73. 
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