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A Message From the President

By virtuall an standard the ear 1980 san ex- tivrou }v 1980 was a difficult nvear for moHe r
ordinar n er of eC nomrc an farhcral arro vvrngas n econ(o iC acfivit
eveo ments e more significant or t oIa e fingncial market ever-shar e(ne nd
yﬁ]o ents. urr ear t e enactme t tene expectational forces interacte
osrto str u Ot? re uatron an uce anﬁ rronment inwhich ma{ et percep-
netar ntro Acto 980.” tron will, ons about the Federal Reserve's performance and

ver of time, have m orr atrons or ItS Intent were suBectto recurring questions.
(n (ﬂLP tﬁ I?e Reserve n ] g9

Sucluré 0
}Ortbe role and structure of our a;} and re Fundamentally, theF deral. Reserves olic ob]ec
Al ﬁener “X j!ecause o 0 falan een, and il CORfintE {0, e grmed

Mrnnea o) 80 15 deyoted o 2 consi eratron %dlcre i Hhe'year éé)gvvrtnes ed a r

o
AP e [on er 4o IMplications o?tﬂrs et Measure of SUCCess I achioun %ithato Jecive

s the narrow measures of mone
landmark legisfation. e [r?ts ateng Fom Antl% P{ acco nt
However, tP‘t‘th was much more 0. ]]980 than wtité rncreaseo]l g%about a erc nnu

Int qrowt An%f

assag rs m ortant new legislation. fg
[ty Sty By (eerlolle Sl ok o gt
ngcert ée}nngg ra ?co%srs and %ca %r%: €, éasnd1 tar ets estabﬁ1 ﬁ ythe Feo%ral Heserve rthe

out t
here e ':j gtates sl drnagonounced However rowth atterns in both money and inter-

acce eratr n of inflation and |nflationary ex

tatjons. Indee whre MeMories are Short. L vias gag ortr”n% iy whie r?tu ﬁ%t tt auvolali

o] vﬁ ear ago when It seem % e ODSErVers e L ctorS such e inpo o
the econ Iy was on the threshold of a classical regrtc trols, t ansrtor o pos!
atronary out taneous Sin srn both oney, rouh and interest

Fortuna{)el that situation Washarrested and con- rat S serve to r}g rno S a]r C}J ?ne of the
tained, bu att e ex ens aving to resort o dremmas ce t\%t edera ReSErve:
credit contros and evels of interest rates é f were one hand, some d argue that the Fed
un rece Fnt(e n this nation’s rstory e ou work to Smoot out even e]rgs or (Hn
e little doubt t at er actrons ho se swings In monev ﬂrow h—a goal that cou
an usinesses to redit conr Sa er achiéved onP(1 the expense_of even reat rs ort
ent Hrerest r(ates herPe 10 ”'89 ever}; %P Fun volatility i interest ate Others.a
ut short-lived—decling in ecofiomic activity that ed has tte t00 myc varrabrlrt nrnterest
occurre In the second quarter. raesa tne process ermitted” rates to
reach eves at are unnecess r an ave avery
Over thg s(e ond P of the dyear economrc agtrvrty even mpact on various conom
re ounae romt esec quardﬁt th y)vro wec ntﬁave it ot ways tt
vanced sharply towar n act V time, t e em unities to rm rovet

e II’
a o serversw thrprrse/gab he stre t%ey mechanic i) vvv)t%rtavrew tow t IQ/H
economy in t he our uar er en re Bu eﬁ< minimize thes ot roblems. e %ra
anae at an annua raeo ercent, Howe e the Reserve |sdev uatin %e e en anceme S
€Sltb ce of economic Ctl combrne WI rocee (e leve that It IS rmBoHantt at market
1Za torr?:Wlng ng?c S reasrér am%?nu 8 Inants’ and others §C0 nize that these transr

eoéprp rH;ss ou 8tna ro
rowt 0 mone —rnte cte luce st{ong Pectrv n this re It IS wor att e
ressures In th e r]an la market h reflected hor run varrabrlrt of one rowt t nite
enﬁserEs in levels 0 hnteresﬁ rates t tates over r}’ﬁ {ast cou ears. as een

Xee ed the peaks reached in late Mar&t and earlly  demans radb th& the as notherc un-
tries rnc h Germany an wrtzeran
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Ien s faced byt Federal Reserve i rn
1 bsr ein monetary polic
bectrve ear ca ora urther reduction. |
t rateo rowt ast pconsr tent Wit
our longer-term oa o rowt

money down to ?com t anonrn
tionary economy. Ir]ortun te

sutppl Mmeasur S Wil X et%enﬁsﬁ“ﬁ?r Pr]r?eney
A in money at 5 Decause of Siz

trﬂds ctS m qeltf(%ws s counts t Q artgoan[
selssr enaﬁtajf(ﬁtlc wrl (r)nmtert/nsu{r)) try%e m )ry
stments rn ese series, but eyen

pgortu rtres or con usion and misunder-
standrng re great.

On.amore 0 trm|strc note, there re wrn indi-
cations that fisca orcy ma}/R ear in
amore e\ srvewayrnt e t?ogr n trn fion.
he new mrnrs(s tion an ambitious
g %ramo gen rn re uctons and ax olicy,
ﬁ es which, ov e er some rse for
a rn greatﬁ s§g He In.our. rsca arrs
hat res £ daﬁ reY maintained, reat
ssr r the Icult but necessar tas arn
n tron n cohesrve 00r rna
cre ble fiscal an monetar policies, wor rn rn
m, are[ gto our ultimate success |
C ec ng inf %tr na there restorr an overall
ecorlﬁ nd financial environment tfat.|s com-
patable with achieving sustained prosperity.

E Gerald Corrigan
e rd n
Fe era eserve Bank of Minneapolis
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A New Law, A New Era

In receP eais a comhin I,?tron 0[] actors, including ercentage of deposits that Were sub, t Fed
tec nolod| hange n 8“0 and \aria l eserver ﬂUIl’ﬁm nts. The shrinkage In TT}]
Interest r eS the InCrease anca} SOnD |st|cat|on ers f r(?t tO errous ermrneth
P economic a ens arge and sSma our regu area 00Se an rg [] IOﬂS etwee
ator¥ strgctH ave mﬁ cted to promote vi or 8 gx actions and th vior of oney
aP annq ?(In Inancial environ or re pOSSIb gven over ong perro S0 trme
X new niarkets, new IﬂStItUtIOﬂS a new
Hsrnes es, zimcra nstitut] S have
%an e recra Because of these an €s,
there rowrng realrz flon as t e 19 rew
oacl OSG t XIstin WS a atrons no
onaer ser Urposes for w |(;h t ey were The enactment of the law gave a dear
orl ﬁ (\!esrgne(P signal— both here and abroad— as to

This pattern of change
rompte Eon q

! o

Monet %to?n rol A

as a major factor which
X{eveo aserrelofc anges

F ALere e uI[atron
1

Y nstrtgr

of 1980, which the Presi-

ntsi n aw In archo that ea d two
ne to e

a ance the Fe era eserv S
anl 0 |m ement e ective monetew/ 0l IC
tWO 0 reater competition, €S re thﬂ
ter e ency In t rovision of b
re at Hancra C

e esb re can e no
ﬁ %03 evy] |evF
ere ou tt atthe n w IS atron
rou tour aws into much better alighment with
the current realities of our ever-changing financial
environment.

Enhancing M onetary Control

Ke¥ provrs ons of he |sIat|oP wil
work't oen anc o Implement
IS monetary rﬁ) cre? ot ntra |m rP mﬁnt in
onefary C8 trol wrlresu n ar?e t from t
roader eunr orm rer%er e requirements
q ate 51 3 eqls| re erses atrend in
e financial in sx F ed to adrama h
eterroratron In the Aum ero Institutions and the
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the importance we as a nation place on
a strong and independent central bank.
In thatregard, itis noteworthy that most
national banking and thriftindustry trade
groups supported these broadened
powers for the Fed, even though in
many instances their affiliated institu-
tions would be, for the first time, faced
with the burden ofreserve requirements.
That affirmation as to the need for a
strong central bank represents, we
believe, a recognition that solutions to
our economic problems_ while never
easy- would be considerably more
difficult if market or other forces altered
the "independence within government
that has been a hallmark of our central
bank for almost seven decades.
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Federal Reserve S stem and rpa ce subJect to Fed

reosretzrglr(resr|enthhIre ate 5595%%(: ro !c ﬁhg] lqb dre‘EJ'h% Stn
e s eserve

e amou o‘% %erves controlle
ravate yt eexrstence ﬁ
|remen Since me cou not earn
lnt re tont elr re uire reserve wer su
jecte cost that was, often su sta tial, The
cost wast %mounto m%er st earngtgs they
0 forego gn t erf] reserve ances ﬁ \%
oncH e thatt IS ﬁostwas Ohotofset the bene-
memb dro
e era eserve st m. nrecen e the costo
ed me hlh) ecame In reasr g eav In the
cIrm te o % terest rates. hrﬁ rng
mber of banks fo re’m quish their
Lg) resu tEreqdrn a decline inthe amount eposrts
subject to [eServe requirements.

AnothF act%r c%ntrrbutrn to the unI[:])reéhctabrlrty of
the relationship between eserves eposits
wast at resefve req nts ed me

U
variel accorc{lﬂa fad(gjeef)osﬁ’s epﬁﬂrtv?dzu mstr

coriing fo e mand denosis o
% II|on |tah]ad o kee a7n erc Pt é%
osrts it

@7 h Eerresgrr\é%maeemto % t”lr |n eserve
0sits to%le over fgg million, It ha

d
R:eeé) percen |nr SEFVE— his was, the
[ reserv rac he reserve requiremen S

i ]
ates 10 e ?;? 8853 a6 onq?ﬁXté’ tres.

srts moved from ba n or
rom one class or maturr trme Bosr
to another he amount of mone tha co

s aran%temwttso e
T o LR i b

Thesed velopments were particularl reIevant in
VIeW t)ﬁ t'%(‘% recent deegr lon, to c)o tro mone

FOWt %_ﬁ more aSIS on  growt
S%VGS ecision, w S ma CtO er
n ctmento e |sa|on
erp ce ures

r rtot
ade pnm rr ec use the ear
or |n uencr of mone rov n
ro ressrv ss e e even ov rre rba 3/
erro one rowth had t
ontro orw re ere |s 0. Lhnw]ersay
h"éneep ol Jét e tareri e
unant?h &%%n ﬁrc makers ah/d scholarst at
restrarne oney growth Is a necessar m?thy

or lower Inflatior, fower interest rates, a
overall economy.
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wever nderthe new proce ure, a derthe
ure ary contro was urt]er com-
|c te att Information
ecerved os S0 nonm m erolegfosr
torg mstrtutronsw s onas ﬁl atm%

h Institut] do er moch of the Information
recelved too Infr uent oncea uarter— .
t ate e us eEmée rrtwas IX

mont s outo ate, 'Sun erstan
% eveo mentﬁ reat gtot e growt
oP% &P was hindered by such insu frcrent
elated data.

arIy in 1980, gre |p[_[{oblems decIrnrngvmember-

in the Fe: eserve ste en reserve
urrement inad e on on
es rn one wer resse
orrY tur atton

t]o ar e c a(h&;

man at act wr e ||o ase ally

over the ne Xea(f e the ecIrnrn

e o |tst at were covere

Bortron of the n
ﬁreserves iS aw 8re universal reserve re
(t irements. No osits that chn used or
ansa tigns—c eckrn ac ounts, ac ounts,
share draft accouts at'credit unions, and other .
accounts —must ebac y reserves. De osrts
in com ercra or non ersona savgﬂs accounts,
ust also acked by reserves. Ofice the nm
B ase rn rtwontmatt I if these accounts are
y member institutions or not.

To create. more even reserve re %\renhents anF

make their Impact more predictable, the new

Makes reserve reguirements not o univers but
. nancrall Insfitutions, regardless of their

uni
edt arntatn %he S me

total deposits, will be rerwr
Percena e of reserves. When the aw IS phase
stitutions must maintain re erv erc nt f or
Hsactron deposits that tota m||||o ess
mus arn reserves of ercent or the
Srtron 0 errtota transaction e 0SIts over
5 mil |on [nstitutions, must maintain re erves of
ercent for ¢ mercra or nonoecrsona savings
counts, regardless of thelr total deposits.

To en re ha adequate anﬁt érmel information is
avara et wre |resa g? itor mstrtutrons
ngerr evels, |ret an g rHlo

romt sg grstrtutrons r t e t
re ortrn to the efore, t recerve
h o n on amoret e1r¥a asrs nstrtutrons

re 0r Waod%e dwrﬁ %3 egg uf In t')'t

mation ont e osits at non ember mstrtutroH
na atero\X)I %hs Instead of months as was the
case berore. While attempts have been made to



Annual Report 1980 3

minimize this reporting burden, especially for small  the natipn’s |nanC|aI system is not fixed, [t will
Institutions, the ex an% cv frma on onythe resRoHé) to the newe \)//|ronment created laythe law.

B g I Wb bener LIS oo P

t
ecisions of con Lr IS usmFssE er a S
Over.time, as more de{posns are afecte% bé’ reserve creatmq %w gro ems -0r exa ﬂ
ecom nt esourc S owmg

requirem nts as [ese ve requirements crease ount of Panca
rﬂorg unt orm aCEOSS deposjtor InSIItU'[IOI‘BS and ?S f‘bo moneg mar et mutua gn t has been
the hIC Jt bases |ts E?ISIOHS 0 observed Since J HU%I’% 1981 cou contlnue to
ave €en Improv 6tW6 n ain momentum. F serve obll a 10
?VE| of es rves and the SUQP oney eans returns on these 1unds can b? aq
should ten £Ccome. mo wceath thus attractmﬁ ES0UICES Efz rom financial in-
purposes 0 |mp|ement|ng pollcyt an Ot er stitutions to investment venicles not subject to

At issue is not whether there will continue to be
public constraints on risk within the total financial
system, but whether there will be at least an
incremental shift away from regulation ofindividual
financial institutions in favor of market-determined
investment decisions. That seems to be the promise
of the new environment facing the financial system.
Systemwide safeguards and regulations will con-
tinue to lessen risk for the financial system in total[
while individual institutions have more discretion to
follow market-based signals for productive invest-
ment As the transition to this new environment
proceeds, we mustremain vigilantand alert so as to
ensure that new and perhaps even unforeseen
problems are managed in an efficient and prudent
manner consistent with the overriding public in-
terest in a safe and sound banking system.

vwse However, that result wil not be chieved untl  Federal. Reserve 'Hunsdlcnon In short, eyen hefore
hase-in 1S ar%e}/ comp etf In the meantime,  the ink is Xont e New act, new complications are
c ssarll¥ complex formulas orthe: é) asing down  presented to policymakers.
e u1r ents or current ers

A ) nsmonal roblems ang the new challenges
i S e T S e

associate Sew e orfing regirements, e new Ie islation to t eserve
SOUrces o?n W uncert nt|esgan “noise” In't We ﬁraérlre%(tae 0€s gvt%rﬁtlﬁ shar t%%eratl{c])n in
relationship between reserves and money. %
effect |venescf mone a (w could
Whalet e new law sh ultlmately en ance the e im e(nente That |st enact é ela
ar signal—both here roa as to

a\ ofg 10 contro e money su as It IS ave
current d ItS longer-ternr impdct on mone- e Importance we as a P%lon a e on a strong
tary cortt rol |s yno medns certain. The structure of  and mdependent central bank. In that regard, it'is
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no eworth hat most national b krn dt rift

Industr q_rogps sup orte roa ened
ower [ e even rn ma sances
elr |ﬁtehd |Bst| tron? wou be, f or |rst

ac wit en of reserve re urremens ﬁ
rmation as tq the need for a strog. central ban

represents, we. reve areco tron that solutions

too conomrc fems— e never e v

econ de |cu|t mar e or

er forces a ere e

cew
Er ment”that hasb en aﬁ Inmaq< ourcentral
or almost seven ecades

Economic Efficiency
Through Competition

H ition to arres in the otentraI eterr ration. in
the e ectrvenessD o [y(ﬁ’ eposi-
tor P b lons Dere uatro a onetar ontrol
Ac fosters increased e cren%y I the
nation’s financia sy tem. One Import ayr does

trs IS bv reducin ereoqulator an barners
% compet-

\'51 ented one t Institdtion fro

g |h nothert ese arners tended to n-

it t % err most 0) uctrve

uses. Thus, by increa mgNt Hr ifies

ﬁo[npetrtron oweru orc or mgto
the most out of ouravar nancr I

resource

Iine. gt e barers (.60 t&t‘é‘%hé e
tormr 33 lasses ort][hna cra Institutions, were
estnrlzrt% bolg SecC| o'ﬁt pes 0 actrvrgevsVI gavrn ns1 grnd
i Y1k b R
on savin dacfcounts as savrn§s and rnstrtu
tions. In% tion, mtere?t rate ceilin setectrve(v
event nstitutions of the same class from com-
Be ing for deposits and loans.

The new bankrrko ?w allows fi ancra matrtutrons to
com ete eely. [t expan st e lendin
rﬁ thri t Institutions rn order to %rve em.
ore exibility.in managin tHsrr asse ermits
osrto institutiods to offer rne rest eamin
ﬁ %c r} eaccou tst hou eho san certain
(renjl rg %e esses rna ases out, over SIX

tUtIO S. US '[ eand

f —are in, COm[%SgtIOH Wit S vings and

0an associations mutua savrngs anks, and
Digitized for FRASER
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lings limiting the |nte tma be paid
ntrme NS vrnrgatmepoigs Eag Egosf(arg mnsti-

22,000 credit unions, al havrng increasi Sg%srmrlar

gowers basic gnncrpe of e onomrcs |

Pan e com? fition will_in trme result In.a more
Frent use g sources For Inst (ance as mterest

cellings are or\ase ou ra es ar savers wil

more I&]e reflect th t mvestment

USes fo those fu hus, r
§ é gvep Sitors { Be%etteragPe to atfract unds
vectt mto eir mostPro uct |ve USes.
ecause o t € New Co etr on every de osrtory
Institutign will s0o Hh O(;} ressur

ore efficient so J It can, offer Its c stomers
etter service and lower prices than the Institution
own the street.

xactly how the financial system will evolve under
lhrs(tre/sh] etition Is dS tl %1 to Toresee, but
some specu alions are possi

* The rates that financial institutions pay to de 0Si-
ors wrtF 6 t] )9 r]tsh gressrﬁ)r to
%Verrteswle ﬁtus Institution
o] rpaé/ Interest on ¢chec H ccounsan
de accounts on whic cks can be drawn
d aérssee some |nt rest Er)a/t(ree é:e mrg S Iarr% aht
asogorgJ noted, |s com at%ﬂawth [t)he need tog
Increase savrng on a atrona asrs
. ;Ereratrn& ma n%;ms at depositor }s]trtutrons may
B rrow. AS conpetition inceases, the spread
etween Interest rates on de osrts and ‘interest
raes on loans— é s, the arn marﬁrlD
g/ ﬁ ueezed. This cou ftability
Itert amount or capita nee e ndeposr
tory Institutions.

. The n np]beroh financial institutions may be re-
duce ﬂ mer%er acquisition, or perhaps
on. In rﬁore campetitive market-

icient financial Institutions

YﬂceTOS ‘gahe more €

wr
. I{}the tf financi I| strtutron IS redu ed,
edera

t] gserve ther re U ators wr
ave 10 coHsr g e%u |onﬁ .
ractice ehet order%consor
ation o nst#utr ns o ons a ainst open-
|nng ranc |ces—bot withi cr ss state

es have to be reconsl< ere r? rg/
Pro |b|tHons at pre ent banks and thrift ingti-
utrong rogt consolidating may have to be re-
considere

. In the future, financial instjtutjons could. look
rﬁ Fhe than, drﬁeren A [han S, savrngs
S, a savings an loan assatiation
# ooset elr assets and

n Slm
E abllities, %ép e a e to enter the ﬁame mar-
et arena. yof these Inslitutions will continue
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to specialize | e, locaf n and size, but al ; i~i

matPutronﬁ Wi ybgpb Eera com ete wrt Economic Efficiency

others within the markets they have osen Through Market Pricing
Ihe comrnetrtron facrng dde osjtor |ns trons

rom X markﬁt u ro ers, %% The new Ieghslatron will move |B the drrectron of
merc an fr]rnahn mtens romotrn crency not on) rr/encourag

esses ree of much of t %%u at.ron governmg etition a”r d gnvaé clal institdtions,
eposit O[P/ mstrtrhtrons al\)/ n Innovative In ut y compe ehera Reserve to set prhces
} h nro dou tco ntinue fo compete  or ifS services |n ame way as an% other
or balances rnt uture.

bt T e i
ﬁreﬁ%@rtrlron l me?enstlhgtercnagcrrgl mSthdlr?ﬁerent Eegge\,(i/l o a?m'a it gggo n“Vate(F s
lrnts]o [1SK, Tehett orext [ler mi tate |g tlnwrretransqer un sa} secuntre auto o

e o en articularly during the period  clearin ouse actrvrtreﬁ Fe ectronic, Ha% en sg

cers r acquiring ex ertrs : sett ts of financial institutions’ N
? mgsy é ? oans Ot e than mort érmr creds, e saf eﬂgeprn ?secnntres and the
ary, @ nterestr te cellings are- ase oul,  fransp ortato insurance of curréncy an Forn
m | an um 5'29 Institut tﬂS mi tt aceth eca Se oft ese undamenta an ges; the alloca-
er ”3 Z cquire e peruse in Seting. e tjon 0 res urces tween th I and. privat
Héﬁﬁéras” furities of their tine and saving Fectors il ulfimately be ahed more mar et

orces. These two sectors ‘abll%ase on relative

But if there is hi herrsk there also more. gppo- fiiciency—allocate the available resources
PR B SER

Avironment prng mtE o e therades Eg'jsgewea,’h%%aﬁ"’” OnBe\,ﬁ g{;‘fﬁs rooshablelrhse“
eante]ent e be O| % ir Ett |refcted n estntrent tutron are ﬂjur cF d?t%rentt antﬁ t} used to
?H ecost? €a 1Sk 1or (ne financial system ce them. er ormer laws, when the Federal

|s tra e-0ff h tm

t
s aiways existed, and soc eseyve ere ItS SeIVIGes at no ex |crt charge,
Ef%naf s {o control ande member banks benered h sere and ther?

signed sa
gk Sin t?] Qma ste ecause We as a na- customers t e most USl rV|C
ont have agreeddﬁ E Wet d|SC ling adne Catﬂ ven when t ervrceYs va the vaﬁue of
e the soe& nancra (ft(ﬁ unctions N € t)e res urcest at were use |n provr In em—
nanc t b n an C |nue 0 €, eowt rea costs imposed upon the %n the
urd}e ar U 'C rm 0s€ ar S nation ometimes meantt at member banks
uch ass epr(ajrvr o gxg |na lons, Fe Reserve USe ﬁ ss%rvrces evenY)V en Corﬂﬂe |n
Iscount lending, an eposrt msurance ervrce at ysed less labor ettert g% or

At jssue, t]owever is.not whet ert ere will contrnue ?ewer D%YSICEH [esources were avara

IC_ consraints on ris W' ”” e tof ow depository in rtutrons have more |ncent|ves to
hnancrai Syst e B tW et er inere W' éteast hhoose bie m%%t e? icient provider of senices,

0 ncrementa rom e uaton 0 iy SINce oSt Federal Heserve Services wil be of
arvrduaf I ncia i ons In ro mar 10 &l depositony Insttitions. &t expICi prices. tﬁese

etermine stment ECJS'OHS tsee tO e mstrtutroFr)ts ma choose whet er ooh ain suc
e DT lsest% %”S%‘é"rﬁvrv‘l\’ reoga ent aarl 'S” erv es 0 e or from a vate correspon-
a ﬁy m. ent evrous a nonme er depository
atlons W| Contlﬂu tO COHUO a |t rl Ort e nsmu On not_ Ora prac“ca ur Oses_
|nanC|a S Stem |n tota ¥V |e |n |V |nS '[U'[IOﬂS havet |S O| e Smce |twas n tatﬂe[p re e|Ve
e e dereon o olo Tatethasat sg, T ISR Bt 1 e o
QN newpe vironment proceeds we St rem Qn arrangements, all institutions will haye the incentive
Ui SI e anH yonme aspto ansUre et T an 10 Uus the ervice th t.imposes thrf| eastr | |(:ost t
P Qﬁ even i oresraen DIOBIEMS are manage % Bﬂcseocrey ecause this service will have the lowes
H icient an ent' manner eonsrstent d
k verridin t% nﬁ)u IC |nterest In a safe and soun ConsrsHent with | Eng sFrlgnal mandate tq pro
anking sys mote efriciency, the Federal Reserve will st It
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rrFes S0 Ttt?at a truly competitive fr me ork]t%r the glated bg/ the drafters of the |egislation. (equtres
eliver rnancra ds JVICES IS € ta rs mong other thin s that rPstrt tlons wil
ener rrc mes rovr the new rational ¢ orces Pﬁr lter ative supg lers ot
%rsda% faile 8P me estab- servrca hus, one of the % ajor'res onsr
oard o erno s Of the Federa fles In this envrronmen will be to episure that al[.
eserve stem re ur e Fed tq etermrne |ts teosrtorx mstg Etr ns have a good ynderstandg mg
rrce mt e same |on as a rivate, com fin e natlre SEIVICeS, t]err plr es, an i)
arrees must fu overt COSIS, mcu n operatrng ruIes under which'they will be avala e
over ead. Jo avol un ﬁun ercutting its.com?
etrtors rrces t n}t] st even set ItS prices.to In rderto romote that nderstand|ng we at th eb
over rofit, ndo er C0S - a

U_
==
(q°]

t]s .ordoin t?ug reh eral Re erve Bank of Minneapo (f t}ave es
ness like a dp vate rm athoug Pays ederal  lished anab s(or)é cotmr:r conprse a.Ccrass
taxes and does not try to earn & profit section of officials of savings Institutions

The Federal Reserve has contributed and can con-
tinue to contribute to achieving the goal ofan
efficientpayments system. The Fed will be a source
ofconstructive competition, both as an active and as
a potential participant in the market even if we, of
necessity, define our role in somewhat different
terms than would a wholly private entity. In short,
while the trappings may differ, we in the Federal
Reserve are fully committed to the efficiency goal,
and we have every intention of moving forward in a
manner consistent with that objective.

esentatrves of trade |

Th shift f m)the old syste[n rovrdrn services  and credit unio ds E

to me éat no explicit ¢ ar e to'the new . assocjations and. ba atoré a%e ﬁres to assist
s sem of rovr \ q Services to a mposrtor str us In better an crpatrng e eeds psitory
I tronsa p]e dC‘ price ntar S0 % rnstrtutrotns] contéxt of t Fvarrous require-
enges for the Fed. [t must formu ate rules ments of the Monetary Control Act
rts ustomers, esfab r n waccountrnﬂ stems

e% et le Size o Iances rtw |r Hrre for ciglt at this earlg date, to fore fee ho %v%nts
tose 0 Use [s S rvrces nfold_jn t rs ne nvrronmento rrce

roundwark;
n utits emst at

nge It
I mus € ec IV&S ommuni- servrces C ge WI ertam 0cC r—ﬁ)]er aB
g C r0CessS

cate itfo Tis potential'c s. Every depositor ev nma or
onﬁ t s?r er be t\}t]arket dg rcr:én K #t servrce compe

Hstrtutr e ors F j( t

this In rm '[I ninor er O ectt e { alter- '[I’[IOI’I W substan vatron

natiye (g alrnm% Tf fS JVIces. AC IEving the gOO ma a ement, an echno ?l% V I'ICG a/
market ISCIPIINE an the efficiencies contem- ompetrng ervice provr ers Inc mg d. For
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whoIe ale-level customers, in Iudrr\}\ﬂl% s and [Iexibilr ty with a view towa denﬁurmg that the evolu-

oth rter telo sbtt trnstrtuttr nt ere th lon proceeds in an orderly fashion
%rr Qt osxrons 0 maich tneir service nee W' ethe are man area of uncertaint a S0Ci-
evou nto newer one thing is
In this settrng Federal Reserve eogle I?ok orwa]rd ver ce t ) utr nw proceed far more
rrcrn mpetrtron and resolution of the pub mooA ctrve in anfe ¥|ronmento re-
se Vi e rr? jon ssues herer promrseo anew u& Iatron or ex mOpF if inflation were
raw ar et orces will cha en e] educed, r ereslt rates thdamost certainly be
Ph an e lon st nding systems 't t w ver ower and eg%atron ich sets interest af
wort a non eess e sreﬂ from the scou e elimihated .muc oreeasv\)/
rr orgus testing arke e ow t esys wer economic rsocabrons an Wt ﬁr
rso ened \?frt rr sora ayers—but-also ems for those affected by this re uaron
hrc rseo efficient tro

é? resources : erest éﬁIES were] runnrng b OWE

w] ervasive of ero arY oreover in ||she In Requ “H ,few would care wnet er it
ose |nstan esw{1 re Itis. Feme ecessar was radua \)r shed or nat, an rtsermrn tion
brcl}/ gport ﬁ rnanora s}/ t%guar ntee woul ave rta ynol gact on the financial sys-
Inimum service, the public costs will be visible. ernm he Inevitable“conclusion. Is that economrc

The bottom line o thi 10cess is clear. We. must ency ca urstied In a yacuum; it must

FeCover ol %os c? z?c rn a. ashr n that s con be purs ed r]ong it price stabahty

sistent with t TR

g ayments mec nrsm e ed a eere

ofiri ute and can contr 16 16 contrBate to

dchieVing e go of an efficient Cymentss stem.
% asource 0 constru rve

tr ron ac Ve arfrd as a Ioo ential p rcr

gant rnt B ok evep e, o cessrty elie

o]r ﬁ)e in somewhat fferent terms than’wou

wholly rivate enthy ng orf while th etraP ings

iffer. we hnt ﬁ era aserv(e are

co mrtted to the e jciency goal, and e hav every
twon of moving forward Tn a manner consisten
that objective:

Meeting the New Challenges

Feéi a Fh rve will, in the 1980s, face new
tc es as the rnancral s)ys em—
e economﬁr % neral g to the
ew orces f% an eashed by the Monetary
ontrol A rces carry with, hem reat
romrset at our nancial system wr bec me even
ore d rc more CO{T]P trt d more ef-
crent se same rm with them
e ot ntr %ater s reate uncertain-
tres Indeed, t m ﬁ |rv ant amon us
can, at es edse1e oné/ uzzy outline o] how
events un 0 uncertainties an t at
Inherently zgvrewo the uture must te
attitudes an ur actions as we \Q e}]te g
R}re\frous unc arte waters. Inde e sof
e leqis o sensrtrve t0 dthe ne dto tt%a ncr%la

caution wit er berate speed— urtrnto
tion phasing provisions and elements of regul tory
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1980 Operating Highlights

PIannrn and implementin ectrver Sponse load rocessrn capacity by 7
L ek Rl IR SR
S‘E\ nne- alure es oneo t units, t con-

a San }ra C%S%rve BanCBSS ﬁe an |nue (P E%PQC'[IVG serve cysta S Or‘t?e SYs-
rPearnest un %.%% the nst%i ation 0 5% tem afso rovrge reaterﬁexrg‘ﬁt in WOHSY(\%W
rrgwoveme tt e Minneapolis management auring perioas of heavy voiume

vice c acr

re.n t r tinye

ﬁ' uar éted Seerr\encgem reso a%%“tegxo an eg The re?ulto this rnvest}ment will be more effective
srn olume In rr?tc nt eaP 't || n, an efficient service. T rocess 0 conver

ing {0
n“%ntas terrﬁenga%disteaMm ;p' ‘5 nasrrlve pe e”#éng 8 \évo(r:rtr(rerﬁeﬁ rapid growt vd)?unmgmlas é)rorrlrsz
fom

iercent and the

ces eqgislativel man ew servrce func- fficult an dc anre SOMe nt
tions an ? sible re uests mancr eratrn% Ob ems. fObtf ma ppe ”0%
uomgrunrt or addrtro al service vo ume In the i Pé'n eetrr CO UO We expect

ur
check o
fion at has C ar cterrze ﬁﬂn eapolis t—peﬁor
rrovrsrong of the Depositor Instrt tror% Dereg - many years.

ation onetary Contr ﬂt?@tmct Major improvements in tge ranks eneral data

xpan Usiness con ts between
F n ncra? Institutions anrJ rnneag %08 essl % hardware and soffware were. ma e |n
ome new business re atrons Ips—Ssuch as de- in re

D nse ratal rn reases in
oSt reparting resery rtenance are volume andt e as&ocr thh
39 ﬁ |rovrsrons 0 the ntro

andat addition, r ent onetar anges
servrces Wn,% come aval C?ﬂae to a rna rnstr- F S0 were part of the Fegey eserY Ftems
BPns in the distr cta Col (Pﬁ] ?%specr fied ime- oot Pt mation pro ram ¢ | or staE
table Serwcest clude'wire aé ization ? ta rocessm ve Banks in
securities rans er, chec ceann con an cur erto acllitate tuture resou ce sharrng among
Sh sy
ol R ey 00 e e

d
e bl e e e n%er\%cgr? i éﬁYéOSr?tt 556% emis il O%teogjgf $m|sege;§ Iocessing 0%

0 ife 51 ment Stict. [t s not
o el L
Iensely. bu but saders of Fed serace depatinants g}ﬁ?t W Qtorgﬂ('tc'lrrnc&a}’lngn?ﬁtﬂ']%t £ ¢ gtavlvt}/ho ¢

IS 0
must analyze and wel tentral changes In ser-
e Al anB aPe?y repae g morgrn te coSt INCreases,
Another notable operational improvement in 1980

Quite apart from the need to re are for possible O] e?ort e oSt FRese o
tseerrnvslcg r?eméanng]edqruosm ew Crnst eSS centwaé communrcatrons netwdp A e transier ands and
& en rve Dale. 0f Service ¢ rt sa ecun les e[ty]veen Inancia rnstrtutrons throug rf
}? ﬁg ounr ene com unrarnssse I
t nea or rnstance t umeo m most an e 0 e A
0 esse as e eﬂse an alerage of % urlre n }’ Epieing
erce e yeap since L4, or a cumylaive In- comcbrneqn ?exrb mcrease capac
Bout ?ronlgprec O IceVYc B eé napcia mmunrt r%‘{fﬂ q% e
e se Ongﬂ a1GestChecichanalng oice i e t’evn‘%rrﬁﬁ‘rr?t¥z%”t 8 Tisks of servrcte”r]ttr(s)ru ené‘ﬁw R
ntrre ederal Re ervecS stem. [ qt? owth p
F ht ressure or ef<8 nsion an ore |m or é(gpera Ing Costs increased nearIY %0 er
ﬁn ernrz tion 0 £erat|n am]c to ealize 8 ast graccompanyin %har ndicate.
t arns rn oductivity associa st- movrn re ects ashar epartlire ro e flve- eartren
tec change N W reader/sorters a expense ercent p

compute? are being stalled {0 Increase pe year. T o oar am acceletaton n exp nses unng
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1980 was, in (ﬁaﬁ ssociated W|th a eries of “one BamL ana ement is confident that these opera-

Bvror%ra s and Initiatives. n luded amon fonal ¢han esr se t|m orta tmvest nts in
ese onver3|on expansion pf rve ank or Mjnne-
eck Proc ssin ?I |t|e 5 assoclate o sa ena ranc {0 acco mo ate
ore uce eve e gonversmn ent arh or Fed services and tre rowt
%pngﬂ era aprocess enp]and It that shoud mah [)allze tt
mg gater ac |t|es the |n|ta co S |me |t of service e maint alne
oclat the Im at| n o one- rove Iannm orts an w mvest
on [0l nce aho ese ns r|n m rove erad;mg menHI
Inl a |s e |nd c occur n e era ser e SEN| es of ere financial insti-
the an WN tterate tutions of the Upper Midwest.
owt in its expen |t es will fal ac toa
%ae more closely that experlenced rom 1975

Total Expense Total Output Unit Costs
1974 - 100 1974=100 1974=100
Labor Productivity Employment
1974=100 1974=100
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Federal Reserve Bank
of Minneapolis

Statement of Condition
(In Thousands)

As?‘éets .
Gold Certificate ACCOUNL........ooumevvvvvrrrnrrersireenns
Interdlﬁtnct Settlement FUNT, e vevoveeorereenesone
(%%eiﬁ'a Drawing Rights Certificate Account ...
Loans fo Depository INSHLULIONS..........cceevvvvvrnnee,
Securities:

Federal Agency ObligationS......cceevvenen.
U.S. Government SECUNIIES. .......vvveevenes

TOtal SECUMTIES....vvvrreeeeeeerereereesiesereesseeenns

Cash Items in Process of Collection..................
Premises and Equipment-

ess: Depreciation of $10,988 and $9,538 ...
OtNEI ASSELS..ovvvvvvrrrreerrsssssssesssessssssssssssens

0] U YY)

Liapilities
Federal Reserve NOtES......ccoommmmvvvvvvvsssessrnsnnn
Deposits; . L

Desoosnory INSHEULIONS oiovvvvevreresannienns
br.eTirenasury—GeneraI Account.............
Other DePOSIES....uvuvurrrssrsssssssnereneneseseserens

Total DEPOSIS.....rrrrrrrrrrrrsssssssssssssssssnnnnens
Deferred Availability Cash [temsS......ooovvveverenn.
Other L?abYl?tljes....Y .............................................

Total LiabilitieS....ovveeeeeverereeress e sereesseeenns

Capital Accounts

CaEﬂF PAIA [N 1o

Surplus.......... i
Total Capital ACCOUNES........oevrrrvrvrvvvvrrrrnnnns

Total Liabilities and Capital Accounts
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December 31, December 31,
1980 1979
225,000 231 534

$ (447,58%) $ (765,306
42,00 3%,00
12,028 16,741
34,200 31,440
156,091 182,625

2,130,773 2,585,043
$2,286,864  $2,767,668
696,147 994,364
495 30,644
233,034 156,101
$3,120,230  $3,495,186
$1,807,068  $1,908,623
678,014
el
4,293 1 ggg

$ 670,543 $ 881,419
526,940 571,741
39,531 60,885
$3,044,082 $3,422,674
74 36,256

$ %31874 \ 36,256

$ 76,148 $ 72512

$3,120,230 $3,495,186



Annual Report 1980

Earnings and Expenses
(In Thousands)

For the Year Ended December 31 1980 1979
Current Earnings

Interest on Loans to Member Banks............... $ 5,049 $ 6,356
Interest on U.S. Governm?,nt Securities

ﬁnd Federal Agency Obligations................... 237,725 226,908

Al Other EAMINGS....v.vvvvvvvvresssssesssssssssmmsmmmsssmsnnnens 4,139 2,300
Total Current EAMINGS........vvvvvevereresssssssssns $246,913 $235,564

Current Expenses

Saldar?es an%l Other BEnefitS......coouevvvvviiienseeninn $ 28, g $ 17516

Jﬁosta e and %xpr?ssa B et , Sg?ig

?i'r?ﬁ O0E 10 DEIOED 3

G A UBRNES e bE63 Pk
Furmtuie and Operating Equipment—

Rentals, DeprematLon Maintenance.............. 2,215 1,672
Depreciation— Bank PremiSeS. ... 832 873
U%mes .................................................................. 52?2 466
Other Operating EXPENSES........couvrvvvverrnnrrees 2,394 2,010
Federal Reserve CUIMTENCY ... 1,348 993

Total Current EXPENSES.....cccoumerrvervvvivnen $ 35541 $ 29,706
Less Expenses Reimbursed or Recovered .... 2,368 2,409
NEt EXPENSES.....ovrnrrrrsssssssssssssssssnnenns $ 33,173 $ 27,297
Current Net Earnings......ooeeeeereessessreessesseseens 21 2 7
Neestspeductions ..... o ’ 31%9 ’ 0%1(2)?1
'Assessm?nt for Expenses of
Board of GOVEINOIS......cvvveecrviviensssiirnnns 1,975 1,593
DIVIAENAS P, ..oc.vvroveeerceseeeeeeesseeeeneens 2,244 2,121
Payments to US. Treasury........ 206,336 198,716
Transferred to SUrPIUS.....ccccoveviiisressssssssss $ 1818 $ 2216
Surgus Account | § 3625  $ 34040
Transferred to SyurpI'Uéjl'éi's"éb’d\'/'é'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.'.' 1818 2216
Surplus, December 31......cooooerevvvvvvriiiiisssnene $ 38,074 $ 36,256
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Volume of Operations _
(Minneapolis and Helena Combined)

Number Dollar Amount

For the Year Ended December 31 1980 1979 1980 1979
Loans to Memher Banks................. 1.156 1904 $ 3.3billion $ 2.4 hillion
Currency Receved and Verfied 159 milion 157 million L5 billion 1.4 billion
Coin Received and Counted...... 383 million 352 million 66 million 65 million
Checks Handled, Total........co.....oun... 832 million 770 million 298 billion 281 hillion
lCS(%II((ae(S:UOQa étgmstigggdggﬁ ...... s A million 3 million .7 billion 5 billion

o US. Gover ment’SecuﬁHgs_ 102 milion 98 million  83.6 hilion  99.4 billion
Securities Held in Safekeeping..—--. 509,108 520,955 31 billion 2.7 billion
Transfer of FUNAS..o...vveeeesens 1,356,427 1,133,182 1569 trillion 1169 trillion
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Federal Reserve Bank
of Minneapolis

Directors of the Federal Reserve Bank of Minneapolis
Terms expire December 31 of indicated year

Le hen F. K amog
Irman an eral Reserve Agent

Class A
Elected by Member Banks

Zane G. Murfitt(1 981)

President

Flint Creek Valley Bank
Ph|||psburg Montana

Hengl N. Ness(1 982
Senior Vice Presi eﬂt
Fargo Na|ona Ban
and Trust Com an
Fargo, North Dakota

Vern A. Marquardt(1 983)
President

Commerual National Bank
L'Anse, Michigan

William G, Phillips
Deputy Chairman

Class B
Elected by Member Banks

Russell G. Cleary (1981
Chaﬁman an P?egde
G. Heilleman Brewmr%} Company, Inc.
LaCrosse, Wisconsi

Joe F. Kirby (1982)
Chairman
Western Surety Company
Sioux Falls, South Dakota

Haroé? F. Zigmund (1983)

PieS|
Blandin_Paper CompanYa

Grand Rapids, Minneso

Directors of the Helena Branch

Norris E. Hanford
Chairman

Federal Resérve Ban

A%ointed b% Board of Directors
of Minneapolis

L}/nné) Grobel(1981)

F|rst Nat |ona| Bank
Iasgow Montana

Harry W. Newlon (1982)
President

First National Bank
Bozeman, Montana

Jase O. Norsworthy (1982)
President

The N R G Company
Billings, Montana

Ernest B, Corrick
Vice Cha|rman

Appointed by Board of Governors

Norris E. Hanford (1981|)
Wheat and Barley Operator
Fort Benton, Moritana

Emest B. Corrick é1982

Vice President and Gerjeral Mana er

Champion International Corporation

Tlmberlands -Rocky Mountain
Qperations

Milltown, Montana

Member of Federal Advisory Council

Clarence. G. Frame
Vice Cha l(rman
First Bank System, Inc.
Minneapolis, Minnesota
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Class C
Appom ed by Board of Governors

William G Phillips (1981
Chairm ps (1%81)

Internaﬂonal Multifoods
Minneapolis, Minnesota

Sister Generose Gervais (1982)
Administrator

Saint MarsHosg

Rochester, Minnesota

Stephen F. Keating (1983)
Retired Chairman
Honeywell Inc.
Minnéapolis, Minnesota
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Federal Reserve Bank
of Minneapolis

Officers of the Federal Reserve Bank of Minneapolis

E. Gerald Corrigan
President

Thomas E. Gajnor
First Vice President

Senior Vice Presidents

Melvin L, Burstein
Senior Vice President
and General Counsel

John P. Danforth
Senior Vice President
and Director of Research

Leonard W. Fernelius
Senior Vice President

John A, MacDonald
Senior Vice President

Vice Presidents

Sheldon L. Azine
Vice President

and Deputy General
Counsel

Lester G.. Gable
Vice President

Phil C. Gerber
Vice President

Gary P. Hanson
Vice President

Bruce J. Hedblom
Vice President

Douglas R, Hellweg
Vice President

Howard L. Knous
Vic Pre3|d(?nt ,
and General Auditor

David R. McDonald
Vice President

Clarence W. Nelson
Vice President

Arthur J. Rolnick
Vice President

and Deputy Director
of Researc

James R, Taylor
Vice President

Robert W, Worcester
Vice President

Officers of the Helena Branch
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Betty J. Lindstrom
Vice President

Assistant Vice Presidents

Robert C. Brandt .
Assistant Vice President

James U. Brooks .
Assistant Vice President

Marilyn L. Brown
Assistant Vice President

Richard K. Einan
Assistant Vice President
and Assistant Secretary

Richard C. Heiber
Assistant Vice President

William B, Holm
Assistant Vice President

Ronald 0. Hostad
Assistant Vice President

Ray L. Hulett ,
AsSistant Vice President

Ronald E. Kaatz |
Assistant Vice President

Gerald J. Mallen
Assistant Vice President

Preston J. Miller
Assistant Vice President

G. Randall Fraser
Assistant Vice President

Rohert F. McNellis .
Assistant Vice President
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James L. Narragon
Assistant General Auditor

Ruth A. Reister
Asa|stant Vice President
and Secretary

Charles L. Shromoff
Assistant Vice President

Colleen K. Strand
Assistant Vice President

Theodore E. Umhoefer
Assistant Vice President

Joseph R. Vogel
C?]?efo Examiner

Norma J. Wuertz
Ass@tant\ch President





