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Federal Reserve Bank of San Francisco 

Fromlhe Boardroom
 
Over the long sweep of economic 
history, 1975 probably will be re
membered more for w h a t did not 
happen than for the events that 
actually occurred . The Great Postwar 
Depression-anticipa ted by some 
observers for the last 30 yea rs - fa iled 
again to m a ke an appearance. In
stead, the America n economy shook 
off the effects of r ece ss io n a n d slowly 
righted itself, and thereby imparted a 
welcome tone of stability to th e larger 
in te r n a tio n a l economy. Again, no 
collapse occurred in the n a tion's 
financial markets, d es p ite what many 
had predicted during the chaotic 
days of 1973-7 4 . The markets per
formed ju s t as they are sup p osed to 
perform, a n d th ey carried o u t th e ir 
resource-allocation fun ction at a d e 
clining tre n d o f in te re s t rates . 

Last yea r w a s not without problems, 
of co u rse . To o many people waited in 
jobles s li n es or fa il ed to find jobs 
w hic h co u ld utili ze all their talents . 
Ho u se h o ld s and businesses alike 
continued to suffer from inflation, 
w h ic h not o n ly undermined current 
b u d g e ts but a lso, by distorting tradi
tio n a l financ ial relationships, in
creased the difficulties of future plan
ning. Howeve r, progress was made 
even on these problems as the recov
ery got u n d e r w a y in the latter part 
of the yea r, and w e witnessed a 
d is s ip a tio n of the fee lin g - s o wide
sprea d in 1973 and 1 9 7 4 - th a t events 
would somehow get out of control. 

A significant recove ry d eve lo p ed in 
the va s t r eg io n serv ed b y the F ed e ra l 
Re serve Bank of San Francisco. The 
recession was s h a llo w er h e re than 
elsew here, a n d th e recovery equally 
s tro n g, so tha t b u s in es ses recorded a 
better-than-national s e t of s tatistics in 
1975. For example, District banks 
re p o rted a 6 -perce n t inc rease in loans 
and inves tm e n ts, to a year-end total of 
$111 billio n . Ye t, while continuing to 
m eet e s s e n tial b orrow in g demands, 
b a n ks shifted the ir focus a way from 
loan growth and toward safety and 
liq u id ity needs during the year. 

Po licym a kers have the re s p onsib il ity 
of seein g that the wors t does not 
happen, a n d thus they deserve a 
cons iderable d egree of credit fo r the 
results of 1975 . Fi scal policy, w ith its 
ta x reduction, contrib uted to th e 
consumer-spending upsurg e tha t 
dominated the eco n o m ic recovery. 
Mo n et ary p olicy, w ith it s a im of 
m od e ra te growth in the m onet a ry 
aggregates, contributed to a si g n ifi

cant recovery in the econo m y and a 
d iminished rate of inflation . These 
developments were accompanied by 
a ca u tious yet certa in recovery in 
bank fina n cin g , b y h ea lt h ie r cond i
tio n s in credit markets, and by declin
ing in te rest rates . In o u r p a rticip a tion 
in th is policy-ma king proces s, we 
rem a ined keenly a ware of the ce n tra l 
ban k's n eed to reco n c il e the some
times conflicting o b ject ives of s us
ta inab le growth, s table p r ices, a n d 
high levels of e m p loymen t. 

Throughout 1975, policymakers 
came face to face with technological 
and other developments that are 
rapidly transforming the nation's 
financial system. Our Bank made a 
strong effort to deal with these pro
blems by restructuring its entire man
agement organization and by imple
menting a major productivity
improvement program. We believe 
that with the leaner and more efficient 
organization thus obtained, and 
with the ongoing results of our 
management-by-objectives program, 
we now have an organization that can 
move fast to meet the future needs of 
the Western banking system a n d the 
general public. Our Bank in 1975, for 
the second consecutive year, handled 
over one billion paper checks, and we 
urged the staff to battle this paper 
flood th rou g h greater emphasis on 
electronic payments systems-for 
example, through operation of auto
mated clearing houses and participa
tion in electronic processing of Gov 
e rn m e n t checks . At th e same time, our 
staff met the day-in, day-out financial 
needs of the West through the contin
ued p ro v is io n of fiscal, coin, currency 
and other services. 

Our a p p rec ia tio n goes to the finan
cial, industrial, academic, and agri
cultural leaders w h o served as direc
to rs in 197 5 , h e lping to guid e th e 
Ba nk th ro u g h th a t complex and 
difficult year. In particu lar, we wish to 
than k th os e w h o co m pleted te rms a s 
d irect o rs d urin g the period : Jos e p h 
Rosenb latt (Ho n o ra ry C h a irm a n of 
th e Board, Eim co Corpo ra tio n ) a n d 
James E. Phill ips (Presi d e nt, F ir s t 
Na tional Ba n k of Po rt Angeles ) at our 
Sa n Fran ci sco office; Robe rt A . Ba r ley 
(Presiden t, United C a li fo rnia Ba n k) at 
Los A n g ele s; Leroy B. Sta ve r (C h a ir
man of the Board , U .S . National Ba n k 
of O reg on) at Po rtland; Jose p h Bianco 
(C h a irm a n and Pres id e n t, Ba n k of 
Id a h o ) a t Salt La ke City; a nd Joseph 
Ceb e rt Ba ill argeon (C hairm a n of the 
Board, Seattle Trust and Savin g s 

Bank) at Seattle. We note with deep 
sorrow the death of Harold A . Rogers 
(President, Peoples Na tio n a l Bank of 
Wa s h in g to n ), w h o had been our 
Di s trict' s representative on the Feder
a l Advisory Council. James B. Ma ye r 
(C h a irm a n of the Board, Valley Na
tional Bank of Arizona) ably served as 
Mr. Rogers ' replacement on the Coun
cil for the remainder of the year. 
Fina lly , we wish to express our 
a p p reci a tio n to our officers and staff, 
whose dedication to the efficiency of 
Bank operations has enabled us to 
im p rove our services to the financial 
community and to the general public . 

O. Meredith Wilso n 
C h a irm a n 

John J. Balles 
President 
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Federal Reserve Bank of San Francisco 

Recession - and Rebound
 
Afte r slogging throug h the longest 
and most severe recession of the past 
g en e ra tio n , the massive $ 1. 5 -trillion 
U .S . economy regained the re covery 
road in the last half o f 1975. The 
statistics for the year as a whole 
masked the strength of the recovery. 
Re a l GNP fell 2 percent in 1975, 
matching the 1974 decline-but it 
rose at a 7 -percent annual rate be
tween the early-1975 trough and the 
end of the year. The jobless rate 
averag ed 8 .5 percent during 1975 , 
and industrial production declined 9 
percent, yet both measures improv ed 
significantly as the year wore o n . The 
year-end upsurg e in the stock mar ket 
underlined this mood of increasing 
confidence . 

The consumer was the motive force 
behind the 1975 recovery. C o n s u m e r 
buying increased, even in real terms, 
as the recession reached its first
quarter low, and it later rose sharply 
as tax-cut legislation and other fac
tors bolstered household incomes. In 
the second quarter alone, real after
ta x income soared at an 18-percent 
a nnual rate, reflecting not only the 
tax cut but also a rise in employment 
and a significant deceleration in the 
rate of inflation. Ev e n such long
depressed industries as autos and 
housing began to show signs of life, 
and at year-end, an outsized Christ-

Output rises and prices decelerate 
d uring '75, but jobless problem remains 
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mas buying s p ree b o os ted the spend
ing totals furth e r . A t the same time, 
households saved 8.3 p e rce n t of their 
a fte r-tax in co me, th e h ig h es t figure 
since Wo rl d War II. 

As consumers p u rchased more, busi
nesses ran down their inve n to r ie s and 
began to order once again, bringing 
to an end the steepest inventory liq
uidation since the 1930' s . O n the 
other hand, business capital invest
ment weakened throughout the y ea r, 
because of corporations' money wo r
ries and overcapacity problems, and 
many municipalities-New Yo r k in 
the lead-cut back on their services 
because of severe budget constraints . 
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West suffers more unemployment 
than nation, although gap narrows 
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Despite the solid pace of the recovery, 
the growth was from such a low base 
that much of the nation's labor force 
and productive capacity remained 
idle throughout the year. Employ
ment increased by 1.3 million be
tween the first and final quarters of 
the year, and those employed became 
increasingly productive. Bu t th e labor 
force also rose at a rapid pace, 
reflecting among other th in g s the 
still-rising tide of jobseekers r e s u lt in g 
from the postwar baby boom, and 
thus the jobless problem w o rse n e d. 
From a 1974 level of 5 .6 p e rc e n t, the 
unemployment rate jumped to 8 .5 
percent for 1975 as a wh ole. Still, as 
the recovery gathered stre ngth , the 
rate fell fr o m 8.9 perce n t a t th e 
second-quarter pea k to le ss th a n 
8 percent in early 1976. 

Inflation re m a in ed a severe p roble m 
in 1975, with the GNP price in d ex 
rising almost 9 percent for the y e a r as 
a whole. No n e th e le ss , the tre n d gen
erally decelerated during th e year. In 
the final quarter, prices rose a t a 6 .5
percent annual rate-only about half 
as fast as they did at the 1974 peak. 
The price trend benefited from wid e 
spread improvements in labor costs 
and corporate profits, along with the 
price weakness of m a ny basic com
modities caused by the wo rl d wid e 
recession. 



Federal Reserve Bank o f Sa n Francisco 

Western jobs - and the jobless
 
A similar recession-recovery se
quence prevailed (although with one 
significant difference) in the region 
covered by the San Francisco Federal 
Rese rve Dis tri c t. The recession itself 
wa s somewhat shallower in this 
region than elsewhere; thus, Weste r n 
statistics for 1975 generally we re 
stronger than the n atio n ' s . (The Re
serve District, which encompasses th e 
one-sixth of th e national economy 
wes t o f th e C o n tin e n ta l Divide, in 
cl u d es Ala s ka , A r izo n a ex ce p t fo r the 
Tu cson a re a , C alifo r n ia, Hawaii, Id a 
ho, Neva d a , O reg o n , Uta h and Wa sh
ington.) Ju s t as elsewhere, the con
sum e r le d the recovery p a ra d e, 
spurred b y a strong increa se in 
household income. Th e manufactur
ing and construction industries, al
tho u g h d ec li n in g, held up better than 
their nation a l co u n terparts, a n d the 
farm sector rema in ed o n a high and 
prosperous plateau. The fa rm per
formance con tr ibuted to a fu rther 
g a in fo r th e expo rt tr a de, whe re th e 
level of activity w a s already dou ble 
that of any pre-1973 year. 

Total Weste rn employment inched 
ahead of the previous year's level to 
13.3 million, compared to a slight 
decline nationally. The number of 
jobs fell by 6 percent for the year in 
both manufacturing and construc
tion, but recovered significantly as 
the economy turned around. Mo re 
over, the year-to-year decline in those 
industries was more than offset by 
strong gains in those sectors where 
the work force is concentrated-trade, 
services and (especially) government. 
Bu t just as elsew here, the n u m b e r of 
jobseekers grew at a r a p id pace, so 

that unemployment jumped from 7.2 
to 9 .6 percent of the civilian labor 
force-a full percentage point higher 
than the national rate. Even so, that 
differential narrowed considerably 
during the recession period, reflect
ing the relatively greater severity of 
the slump elsewhere in the country. 

The regional unemployment rate 
actually has exceeded the national 
rate for an entire decade, and during 
the 1970·73 period the gap widened 
to two full percentage points. Several 
structural factors have helped ac
count for this problem-the relatively 
large number of persons who migrate 
westward in search of work, the 
relatively young age composition of 
the labor force, and an industrial 
composition based on activities that 
are either highly seasonal (food 
processing and forest products) or 
highly cyclical (a e ro sp a ce and lum
ber). Throughout the 1970's, the 
problem has been accentuated by the 
persistent weakness of the key 
aerospace-manufacturing industry . 

Households and governments
 
Personal income increased 10 p e r
cent to about $20 8 billion in 1975, 
and some individual states did con
siderably better-most notably A la s 
ka, where the pipeline boom brought 
about a one-fourth increase in income 
in just one year's time. (Fa ct o ry 
workers in Alaska ea r n ed $8. 13 an 
hour-almost dou b le the national 
average.) Inflation continued to eat 
into paychec ks, as Weste r n consumer 
prices increased 10 percent for the 
second straight year. Still, consumer 
buying accelerated in the wake of the 
tax cut and a m od es t revival of 
household borrowing; for the year, 
retail sales increased 12 percent-far 
more th a n nationally-as both du
rable and non-durable sales revived . 

In contrast, Weste r n e rs began to limit 
the amount of sperid irrq accom
plished through their elected repre
sentatives. Government remained the 
fastest growing employer in the re
gional economy, but agencies a t all 
levels made strenuous efforts as the 
y ea r progressed to reduce payrolls 
and services, in v ie w of the inflation
ary surge in government costs and 
the recessionary lag in tax receipts. 
Contrary to their actions in the last 

recession, most Western governments 
avoided boosting tax rates, and in
stead imposed tight limits on spend
ing. C a lifo r n ia , for example, in
creased its fiscal 1976 budget only 4 
percent-just a fraction of the in
creases of the several preceding 
years. 

Still, spending exceeded tax receipts, 
and government agencies flocked to 
the capital market to finance their 
substantial deficits . Ne w bond issues 
of Weste rn state and local govern
ments jumped 37 p e rce n t during the 
year to a record $4.5 billion. State 
agencies recorded a 76-percent in
crease in new debt issues, while the 
gain by local governments-counties, 
municipalities, school and special 
districts-was modest only by com
parison. The average cost of borrow
ing on rated general obligations rose 
from 5 .99 percent in 1974 to 6.30 
percent in 1975. (In both years, rates 
on revenue bonds were about one 
percentage point higher than rates on 
general-obligation issues.) The sur
prise is that rates did not rise consid
erably higher, as they did on munici
pal issues elsewhere in the country. 
Indeed, there wa s little evidence of 

the ripple effect-the average inves
tor's growing suspicion of m unicipal 
issues in the wake of the New Yo rk 
crisis. Despite the huge demand for 
funds by Weste rn state and local 
treasurers, the rise in rates was 
indeed quite modest, reflecting the 
market's confidence in the fiscal 
prudence of regional governments . 
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Farming - prosperous plateau
 
Weste r n farmers and ranchers report
ed a m ixed year, with cash receipts 
rising modestly to about $15.5 bil
lion, but w ith net farm income declin
ing because of continued increases in 
production expenses. But overall, the 
farm sector remained relatively pros
perous, since cash receipts in 1975 
we re twice as high as in the early 
19 70's. M u c h of this activity could be 
traced to the export trade; farm 
expo rts from Wes t Coast ports were 
about three times higher than in the 
pre-devaluation days of 1970-71. 

Bu m p e r crop production was offset by 
a declining price trend, leading to an 
actual decline in the dollar volume of 
c rop marketings. Some major crops 
w h os e prices had soared in 1974
s u c h as wheat, cotton and potatoes
a ll lost a significant part of their price 
gains in 1975. Had it not been for 
export demand, the turnaround in 
prices could have been more precipi
tous; for example, wheat prices rose 
in the wa ke of heavy Ru ss ia n pur
chases, but still remained sharply 
below the $4.52-a-bushel average 
price of the previous year. Yet by the 
same token, bumper crops at declin
ing prices took some pressure off 
domestic food and apparel markets . 

Better times came for livestock pro
ducers, as cash receipts recovered 
from their 1974 decline. The cyclical 
expansion phase in beef cattle num
bers apparently peaked in 1975, after 
a prolonged eight-year buildup, 
while larger supplies of feed grain 

became available at lower prices. At 
the same time, consumers appeared 
willing to pay higher retail prices for 
beef and other meat products; there 
was no repetition of the consumer 
revolt that climaxed in the 1973 price 
freeze . In this new atmosphere, the 
market strengthened, and beef-cattle 
prices rose 19 percent between the 
first and fourth quarters of the year. 

Production expenses continued their 
inexorable upward trend . For the 
nation, in p u t prices rose about 10 
percent for the year, but the overall 
rise in production costs was held to 
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Crop receipts hurt by falling prices, 
but livestock receipts begin to recover 
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about 5 percent because of reduced 
usage of feed, fertilizer and farm 
machinery. Wes ter n farmland values 
rose about 9 percent-about half the 
previous year's increase. The fertilizer 
shortage ended in the spring of 1975, 
ending a price upsurge which had led 
to a trebling of price quotations in 
many areas. Farm wage rates rose 
faster in Pacific Coast states than 
elsewhere, advancing almost 10 per
cent to $2 .72 an hour. However, the .> 

major labor development of the year 
was California's passage of legisla
tion to govern union elections in 
California's "factories in the fields." 
The new law reflects agriculture's 
increasing tendency to exhibit, in 
labor relations as in many other 
respects, the characteristics of a 
large-scale, mechanized manufactur
ing industry. 
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Construction - end of the tunnel?
 
We ste rn construct io n activ ity, al
though declining in real terms, just 
a b ou t matched the previous yea r' s 
dolla r spending with so me $ 18 b il
lion recorded in n ew con trac t a wa rd s. 
(Na tion a lly, activity fell abou t 4 
percent in d ollar terms .) Th e p oorest 
West e rn p erfo rman ce was in "non 
b u ildin g " p ro jects-s uch as hig h 
wa ys, d a ms a n d u til ity p lants 
d es p ite Ala s ka ' s huge in c rea se in 
sp en d ing fo r th e oi l p ipeline . In 
h ousing, new sta rt s fa iled to exceed 
the ve ry lo w (2 79,000 unit) tota l of 
197 4 ; st ill , tha t fig u re m a s ked a rising 
p rodu ctio n tr en d , s in ce st arts a lm ost 
d ou b led betwee n the fir s t a n d fo urth 
quarte rs . Th e im p rovemen t in s ta rts 
wa s a ccompa n ied by a p ic ku p in 
home sales and by a sma ll red u ct ion 
in the inven to ry of unsold s ing le 
family u n its, although vacancy rates 
gen e rally rem ained h igh. With con 
s u mer b u d g e ts s till under s train, 
in te res t increa sed in low-priced "n o 
fr ill" housing, but in the lowest end of 
the m a rket-m ob ile h omes- sales 
dec reased a lmost 2 0 p e rcen t to 
47,000 units fo r th e year. 

Mortg a g e deman d wa s restra ined by 
a number of factors . Ho u sing prices 
con ti nued to rise, and home 
ownership costs rose sharply; in 
con trast to a 5 -p e rce n t r ise in rents, 
home-ow nership costs increased 
several times that fast in m a jor C a li 
fornia cities . Mortg a g e rates re 
mained relatively hig h , a lthough 
easing duri n g th e year; con ven ti on a l 
n ew-home loan ra tes in the West 

drop p ed from a p ea k of 10 .4 0 percen t 
to 9.35 percen t b etween late 19 74 
a nd la te 19 75 . Th e surprise is th a t th e 
market d id n o t ea se even more, si nce 
the Weste rn savings-and -Ioan ind u s
tr y benefited fr om a massive $ 10.5 
b ill ion in net savings inflows, in 
re sponse to steep ly fallin g rates on 
competitive in s tru m en ts and th e co n 
sumer's high propensity to s a ve. 
Wh ile the 8&L' s su bstan tia lly rebu ilt 
their liq uidity p osit ion s, in o rd er to 
hed ge a gainst any possible resur
g ence of d isi n te rmed ia tion, th ey were 
still able to add about $ 7. 3 b illion to 
their mortgage portfolios. With home 
con s tru ct ion lag g ing, institutions 
used these funds to finance increased 
activity in the market for exis tin g 
housing . 

The g enerally low level of new home 
buildin g meant a conti n u a tion of the 
lumber industry's slump, with pro
duction falling 7 percent for the year 
to th e lowest level of the p a st th ree 
d eca d es. Dem a n d p icked up sign ifi
ca n tly in la te 197 5, h owever, a s th e 
housi n g u p tu rn g a ined momentum 
and a s wholesale rs sou g h t to replen
ish th e ir depleted lumber inventories . 
Con seq uently, softwood -lu m b e r 
prices b y Decem ber rea ched a leve l 
18 p e rcent above the la te 19 74 low. 
In th e p u lp a nd p a p e r seg m en t of th e 
ind u stry, where demand cl osely par
alle ls natio n al economic tren d s, th e 
early part of the year wa s very weak 
but the secon d half told a differen t 
sto ry with rising production a n d 
prices . 

M assi ve sa vin gs in flo w permits 
re covery of m ortga ge fin ancing 
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Manufacturing problems
 
Weste rn facto ry output declined in 
1975, although the region's 3-percent 
drop w a s consid erably better than th e 
nation's 10-percent decline. No n 
durable-goods production eased only 
slightly, as apparel and food process
in g showed s ignificant second-half 
strength. In contrast, durable-goods 
production dropped about 4 percent 
during the year, with aerospace and 
primary metals especially weak. 

For the crucial aerospace-manu
facturing industry, a three-year-long 
recovery from the post-Vietnam reces
sion suddenly came to a halt . Employ
ment in this industry dropped 6 
percent in 19 75, and stood 23 per
cent below the Vie tn a m peak, reflect
ing a slowdown of orders for both 
civilian aircraft and electronic prod
ucts. Domestic and foreign orders for 
commercial aircraft dropped off sub
stantially, as sharply rising fuel cos ts 
and declining passeng er traffic 
caused the world's airlines to delay 
purchases of wide-bodied and other 
transports . The industrial and con
sumer markets for civilian electronic 
products also lagged badly during 
early 1975, but business improved in 
those categories later in the year. 

Th e aeros pace d ecline was cush
ioned, however, b y an upsurge of 
orders for military and space prod
ucts . Mili ta ry prime-contract awards 
rose almost 2 4 percent during fiscal 
1975, providing increased funding 

for a number of ongoing missile and 
aircraft programs. In the process, the 
regional industry boosted its share of 
the Pentagon's procurement budget 
from 27 to 29 percent. Space-agency 
awards also rose sharply, primarily 
for the development of the space
shuttle program, so that the West 
accounted for half of NASA's total 
procurement awards. 

Weakening metals
 
The regional steel industry cut back 
production drastically in 1975, re
flecting a decline in nonresidential
construction demand and a liquida
tion of distributors' excess invento
ries . Output fell about 17 percent to 
just under 6 million tons, the lowest 
level in more than a decade. The 
decline would have been even worse 
had not steel-users reduced their 
purchases of foreign steel. In this 
atmosphere, price discounting prolif
erated and profits declined, leading 
hard-pressed producers to curtail 
capital-spending programs. 

For the aluminum industry, the year 
was characterized by sluggish pro
duction, excess capacity and excess 
inventories. Despite the late-year 
improvement in business, producers 
had trouble maintaining a 3-p e rce n t 

price increase announced in Aug u st, 
and at year-end, all of the potlines 
shut down during the earlier slump 
remained out of production. O th e r 
nonferrous-metals industries suffered 
even more serious price erosion, as 
worldwide production cutbacks 
failed to bring markets into b a la nce. 
Copper p rod u cers scaled back th eir 
m in e and smelter productio n to about 
75 percent of capacity by midyear, 
but the depressed level of d em a n d in 
final markets-especially autos, hous
ing and appliances-led to a steady 
buildup of excess inventory. 

Silver, the historic Weste rn metal, 
provided little excitement last year, 
and thus in its bellwether role indicat
ed the relative lack of wo rl d wid e 
speculative pressures. Silver's price 
had soared to $6.70 an ounce in early 

Western factory output declines, 
b ut at slo wer pace th an nation 
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1974 because of speculators' at
tempts to find protection against 
wo rld w id e inflation a n d weakened 
curren c ies in the wa ke of the A ra b o il 
embargo . The b u b b le b urst a fter the 
embargo ended and the w o rl d econo
my weakened, and also as specula
tors d u m p ed silver in anticipation of 
lega liza tio n of gold ownership by 
U.S . citizens. In 1975, w ith these 
speculative pressures missing and 
with industrial demand sluggish, 
silver's price fluctuated ve ry little, 
ending the year almost w h ere it 
started at $4.17 an ounce. 
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Search for energy
 
Consum p tio n of petro le u m p roducts 
declined dur in g 1 9 7 5 , a s high price s, 
con servation e ffo rts a n d th e eco n o m 
ic recession a cted to red uce business 
and household d em a n d . Refin e ry 
output m eanwhile rose a b ou t 4 per
cen t above 19 74' s red uced level , with 
an increase in imports more than 
offsetti ng the contin u ed decline in 
domestic crude p roduction . In th e 
process, the proportion of the reg io n 
a l market s u p p lied b y foreign oi l rose 
to a record 4 2 p e rcen t. Refined 
product p rices at y ea r -en d we re 1 5 
percent higher than a year ea rl ie r, 
mostly because of the rising cost of 
imported o il. 

Two ma jor Wes te rn projects-the 
Prudhoe Bay b onanza on Al a s ka ' s 
North Slo p e and the Pacific O uter 
Con tin en tal Sl o p e- p rom ised to s tem 
the downward trend in U. S. crude 
production a n d thereby to reduce the 
n a tion's dependency on fore ign p e
troleum. North Slope production 
moved much cl oser to reality as the 
$7-b ill ion Tr ans-Alaska pipelin e proj 
ect reached 40-percent com p le tion by 
late 1975. (O il is n ow sched u led to 

flow throug h the p ipeline by mid 
19 7 7 .) At the midsu m m er h eight of 
constructio n a ct iv ity , a b ou t 2 0 ,000 
people were em p lo yed on the pro ject , 
tou ch in g off a boom that perm eated 
nea rl y every sector of th e Al a s ka n 
economy as well a s such supply 
cen te rs a s the Puget Sound area . 
Meanwhile, o ilmen looked to Ala ska's 
and California ' s offshore waters for 
furth er supp lies; a Federal sale of o il 
and gas le a ses covering 1.3 m illio n 
a c res off th e South e rn Califo rn ia 
coast brought in only $ 4 17 m ill ion, 
b u t inte rest may q u icken if ex p lo ra to
ry drilling th is yea r shows prom ise of 
la rge rese rv es . Ex p loita tion of Ro cky 
Mountain coal a n d s h ale -oil re
sources con tin ued h ig h on th e n a 
tion ' s e n erg y agenda, b u t fu ll -sca le 
d evelopme nt m ust awa it the so lution 
of dispute s over water availabil ity 
and s u rfa ce recl a m a tion pract ic es . 

Altogether, 1 9 7 5 en ded on a much 
stronger note than it b egan, despite 
the conti n ued weakness of some key 
regional indu str ies, and des p ite the 
prevalence of jobless ra tes that a re 
even highe r than the n a tio nal fig u re. 

As 1976 beg ins, on e strong indicator 
of fu tu re prosperity is the heavy 
domestic and foreign demand for 
Weste rn food p roducts a nd energy 
resources. Anoth e r h op eful si g n is the 
comp letion of the nationwid e in v en to 
ry adju stm ent, since Weste rn crude
material p ro d u ce rs wou ld be a m on g 
the in itia l b eneficia ries o f any 
inve nto ry -res tocking p rocess . 

, - - - - - - --
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Caution at the Banks
 
Bank credit e xpanded at a modest 
pace at the nation's commercial 
banks in 1975, even in the face of the 
strong turnaround in business activi
ty in the second half of the year. 
Increased investment in securities 
(m a in ly short-term Trea s u r ie s ) ac
counted for the year's entire 4- percent 
rise in bank credit. Total loans actual
ly declined over the year, although 
rising 2 p e rce n t in the second half as 
the economy picked up steam. O n the 
liabilities side, major structural 
changes occurred , particula rly in the 
first half, as a massive inflow of 
savings deposits wen t hand-in-hand 
with a large reduction in large
denomination certi fica te s of deposit. 

Wh ile bank lending declined in 1975, 
co rporations, municipalities, and th e 
Federal Governm e n t all b o rrow ed 
reco rd amounts in the financial m a r 
ke ts . Corporations used a large pro
portion of the fu n d s obtained from 
capital-market financing to repay 
short-term bank credits that had 
accumulated during the 1973-74 
period of inflation and inventory 
build-u p , and this shift accentuated 
the recession-related w ea kn es s in 
business-loan demand . Mo reo ve r, in 
the second half of 1975, the strong 
recovery w a s financed by internal 
cash flo w s which became available 
from improved corporate profits and 
continued inventory liquidation. 

Short-term interest rates generally 
declined over the course of the year, 
except for the third quarter, but the 
prime business-loan rate followed 
this downward trend with a lag. This 
came about becaus e banks attempted 
to attain a wi d er spread between the 
rate of return on loans and the cost of 
their funds , in order to generate the 
income needed to improve liquidity 
and capital ratios and to increase 
loan-loss reserves . A reorientation 
to ward asset quality and sustainable 
growth (rather than growth per se), 
w h ic h had begun in the latter half of 
19 7 4, was reinforced in 1975 by the 
mounting severity of loan problems 
with REITs, W.T. Grant and a myriad 
of other borrowers, and by the specter 
of possible insolvency in the New 
York C ity situation. 

Short-term interest rates decline during most of 1975 
while long-term rates remain near ea rlier peak le vels 
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Federal Reserve Bank of San Fr a nci sco 

Supportive monetary policy
 
Th e Federal Reserve aimed at sup expa n d ed at a fa s ter p ace of 8 .2 Bank credit grows faster in West 
porting the recovery in 1975 as percent over the course of the year, than in nation-but similar pattern 
in fla tion moderated and as economic within the announ ced ta rg e t range of 
activity tu rn ed a roun d . Th e Fed e ra l 7 .5 to 10.5 percent. (M 2 equals M 1 Chang e (Perc e nt) 9 5.9 
Open Ma rke t C om m ittee' s long-range 
targets for the monetary aggregates, 
first publicly announced in late 
spring, ca lled for an a n n ual ra te of 
growth in the n a rrowl y d e fined mon
ey supply (M 1-currency plus bank 
demand deposits) within a range of 
5 .0 to 7.5 percent. Fo r the firs t few 
months, the money supply res p o n d ed 
well, mostly because of the spurt 
ind u ced by last spring's tax cut. By 
September, however, growth in M 1 

slowed to a rate well below the target 
range. As a result, M 1 grew only 4 .4 
percent over the course of th e year. 
One possible explanation was an 
apparent downward shift in the de
mand for money in relation to GNP 
and interest rates . Also, when busi
ness firms gained permission last fall 
to open corporate savings accounts, a 
major shift occurred from demand to 
time balances, and this too had some 
effect in reducing M i. The more 
broadly based money supply (M 2) 

plus bank time-and-savings deposits, 
except large CD's .) The higher expan
sion rate of this monetary aggregate 
reflected 1975' s large increase in 
com mercial-bank savings deposits. 

The Federal Reserve made several 
ove rt moves to ease pressure on bank 
reserves . Reserve Banks lowered the 
discount rate fo r m embe r-bank bor
rowing from 7 3/4 percent at the begin 
ning of 1975 to 6 percent in Ma y 
a n d lo we red it further to 5 1/2 percent 
in mid -Janu a ry 1976 . Early in the 
year, the Board of Governors reduced 
required reserves on demand depos
its by 1/2 percent-for example, to 161/2 
percent for larg e b a n ks - and in th e 
final quarter it reduced requ ireme nts 
on longer-maturity time depos its on 
two different occasions. 

Despite these policy moves, total 
bank credit nationwide in c rea sed 
only $29 billion-a 4-percent gain, or 
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less than half the growth experienced 
in 1974 . Business loans accounted for 
almost all of the net reduction in total 
loans. (Even so, business credit re
mained high by historical standards, 
since the pay-down for the year was 
less than 10 percent of the $54-billion 
expansion in this category in the 
1973-74 period .) Mortgage lending 
and consumer borrowing, for the 
second year in a row, both contribut
ed little to the expansion of bank loan 
portfolios . 

For sources of funds, the nation's 
banks relied upon a 2-percent growth 
of demand deposits and a strong 6
percent gain in time deposits . Th e 
latter was due to a large inflow of 
individuals' savings, mostly during 
the first half, and to a huge increase in 
corporate savings deposits (nearly $ 1 
billion at large banks alone) in the 
closing months of the year. On the 
other hand, a $10-billion runoff in CD 
funds partially offset the large sav
ings inflow . 
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Financing the West
 
Weste rn banks outperformed other 
banks last year, on the basis of a 
substantially higher growth rate in 
total credit after midyear . This strong
er second-half performance reflected 
the relativelv greater strength of the 
underlying regional economy. In 
banking as in business, We ste rn 
statistics generally were better than 
the nation's. 

Total credit at District banks ex
panded $6 1f2 billion (6 percent) to 
reach $111 billion at year-end . Just as 
elsewhere, increased bank invest
ment in securities accounted for the 
entire 1975 expansion, although a 
second-half upturn in loans also 
supported this credit growth. Because 
of weak first-half loan demand and an 
urgent desire to increase liquidity, 
Western banks nearly doubled their 
portfolios of U.S . Government securi
ties, with most of this increase occur
ring in Treasury bills and 
intermediate-term issues . Again, just 
as elsewhere, Western banks limited 
their investment in other securities, 
and cut back the ir holdings of all 
except short-term tax-exempts be
cause of the uncertainties surround
ing the municipal market. 

Total loans fell $65 million by the end 
of 1975, despite the second-half 
upturn. The reduction was concen
trated in the two major loan 
categories-business and real estate. 
Increased borrowing from other 
sectors-consumers, foreign banks 

and governments, and brokers and 
dealers-offset some of this weakness. 

Business loans, after two years of ve ry 
rapid growth, declined over $ 2 0 0 
million in 1975. In the first half, large 
firms in particular repaid a substan
tial share of the large amounts they 
had borrowed from We ste rn banks 
under back-up credit lin es in the 
tight-credit situation of early 197 4 , 
and instead obtained a more normal 
share of their borrowing from capital
market sources. Even regional bor
rowers, with their limited access to 
alternate sources of funds, reduced 
their bank-credit demands in the first 
half-partly because the sharp inven
tory liquidation lowered their need 
for inventory financing, and also 
because the slower rate of inflation 
tempered their need for operating 
funds . 

In the second half of the year, credit 
demand grew as the regional econo
my strengthened. Large loan in
creases were recorded by the food
processing industry; mining, includ
ing petroleum and natural gas; and 
public utilities, particularly transpor
tation. Foreign business loans contin
ued to rise-as, for that matter, they 
had all year long . But the major boost 
came from a nearly $500-million 
increase in bankers acceptances late 
in the fourth quarter. Just as else
where, banks decided to hold in their 
own portfolios the acceptances which 
they had created, rather than selling 
them to others as is their customary 
practice. Because of this second-half 
improvement, commercial and indus
trial loans at year-end still accounted 
for over 35 percent of Weste rn banks' 
total loans-the same record-high 
proportion reached in 1974. 

Mortgage loans just barely missed 
holding their own, despite declines in 
the first three quarters of the year. The 
major strength in mortgage demand 
showed up in the single-family mar
ket, mainly for existing housing . 
Other mortgage demand remained 
weak because of factors already 
mentioned-large unsold inventories 
of housing (p a r tic u la rly multi-family), 
high land and construction costs, and 
relatively high interest rates. Con
sumer instalment credit meanwhile 
became a major source of strength in 
lending activity in the latter half of the 
year. This second-half turnaround 
went hand-in-hand with the consum
er spending upturn initiated by the 
tax-reduction bill. 

Banks suffer loan decline in 75, 
despite second-half upturn 

Bill ions of Dollars 
6 

Business Loans 

O I----4- -+--+---+--+--+----1II 

-2 I---I---I---I---+--+--+-----i 

LO ANS 
-4 '--_ '--_.1...-_ .1...-_ -'--_-'--_"--------' 

2~-1---1---+-.-....,.,. ~-+--"'..----i 

41---1---1---1---1---#+-"'I_ +-----i 

Billions of Doll ars 
6r-----r---,----,------,-..,--,-----. 

-0 ~--4-1-+---+-~-+---t---j 

2 1----4-~--+-'~-+--+--+-f--j 

U.S . Gov't. Securities 

41----4--j-- -j---+--+--+--f-i 

-2 L..---I_--'-_ -L_---l-_..J......_ .L----J 

' 68 '69 '70 '71 '72 '73 '74 '75 

12 



Federal Reserve Bank of San Fr ancisco 

Amplefands 
In sharp contrast to the several 
p receding years, Wes te r n banks had 
few worries a bout the availability of 
fu n d s in 19 7 5 . To ta l member-bank 
deposits rose $ 7 billion (9 percent), as 
both private demand d e p o sits and 
time deposits rose at d ou b le the 
national rate. The time- d epos it gain 
reflected a massive first-ha lf in flow of 
passbook savings deposits, along 
with a nother upsurge in the fourth 
quarter, w h e n the newly-authorized 
corporate savin gs deposits swelled 
the to ta l. 

Reduced loan demand and the inflow 
of relatively in expe n s iv e savings 
deposits p e rm itted banks to ru n -off 
over $80 0 million in large
denomination negotiable C D's. The 
reduction in these costly and highly 

interest-sensitive funds substantia lly 
improved the structure of banks' 
deposit liabilities and lo wered the 
a verage cost of their interest-earnin g 
dep osits . O n the other hand, the 
potential for higher costs arose w h en 
business firms gained perm is s ion in 
Octob e r to open corporate sa v in g s 
accounts. To the extent that these new 
accou n ts represented shifts from 
d em a n d balances, banks incurred an 
interest cost for fund s w h ic h p rev i
ously had been non-in te res t bearing. 

Total required reserves of Dis tr ict 
member banks declined about $ 1 6 0 
million (d a ily average basis) desp ite 
the 9-percent increase in deposits . 
This decrease largely reflected Fe b ru 
ary's reduction in reserve require
ments on demand deposits, as we ll as 
the growing proportion of new dep os 
its held in the form of savings depos
its, which carry only a 3-percent 
reserve req u ireme n t. Also, in late 
19 75, Weste rn banks lengthened the 
maturity structure of their time certifi
cates to take advantage of the lower 
reserve requirements on time depos
its with maturities of 180-days and 
over. This easier reserve position, 
along with the generally wide posi
tive spread between the discount rate 
and the Federal-funds rate, led banks 
to reduce drastically their use of the 
discount window. District banks' 
daily average borrowings were only 
$19 million in 1975-the lowest level 
in over a decade-compared with the 
record $206-million average of 1974. 
However, banks' net p u rch a ses of 
Federal funds-that is, short-term 
borrowings of unused m em b er-b a nk 
reserves-averaged n ea rly $1.8 bil
lion, only s lig htly less than th e 197 4 
record . 
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Improved margins
 
Banks everywhere benefited from the 
wider profit margins made possible 
by the downward trend in short-term 
market interest rates . Weste r n banks 
foll owed the general pattern and 
reduced their prime business-loan 
rates with a lag, maintaining a wider
than-normal spread over rates o n 
borrowed funds, such as CD's a n d 
Fed funds. Even with that lag, the 
prime declined from 101/2 percent to 
7 1/4 percent over the course of the 
year, and the general trend was 

downward except for the third
quarter bulge. In the real-estate field, 
a second-quarter increase in ap
praisal requests produced a rise in 
mortgage rates to over 9 percent at 
West Coast banks, and high rates 
generally prevailed for the rest of the 
year. 

Weste rn banks put every effort into 
maintaining favorable operating 
margins, because of their need to 
rebuild liquidity, improve capital 
ratios, and increase loan-loss re
serves against actual a n d potential 
loan losses. Most Weste r n banks were 
more fortunate than their counter
parts elsewhere in having fewer loan 
problems with REIT's a n d less lo an 
exposure in major problem situa
tions, but many still suffered substan
tialloan losses. All of them, moreover, 
had to deal with record numbers of 
loans which required work-out solu
tions or careful monitoring . Not sur
prisingly, then, some Weste rn banks 
reported lo w er profits in 1975 despite 
their wider operating margins. How
ever, many other banks reported 
improved earnings in the face o f a ll 
these problems, not to mention such 
other factors as declines in loan 
assets and deliberately less aggres
sive growth policies. 
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Challenges for 1976
 
As Wes te rn banks moved into 1976, 
they carried over some of last year's 
unresolved problems. Foremost on 
the list w e re problem loans, many of 
which will require extended work-out 
periods. Ba n ks again will have to set 
aside, out of earnings, sufficient funds 
to cover actual loan losses and 
reserves fo r possible loan losses. 

At the same time, District banks must 
face various institutional changes 
which have already increased-and 
will continue to increase-com
petition from aggressive nonbank 
financial institutions. There is, for 
example, the widening range of 
interest-bearing accounts, which is 
now blurring the distinction between 
demand and time deposits . Deposit 
costs, such as those associated with 
new corporate savings deposits, may 
continue to escalate if more extensive 
use of telephone and third-party 
transfers leads to further shifts from 
demand balances to savings or time 
deposits, and if activity thereby in
creases in these time balances. Banks 

must also deal with all of the cost 
ram ifications implicit in the initiation 
of electronic-transfer systems. During 
1976 banks will have to carefully 
review and adjust their pricing of 
services. In addition, they will have to 
reorganize and train staff to meet the 
new technological changes which 
promise to alter banking operations 
materially. 

These adverse cost factors are coming 
at a time when many analysts are 
forecasting only a modest gain in 
bank loan demand. Business-sector 
borrowing may remain low in 1976 
because of caution in rebuilding 
in ventories and in spending for new 
plant and equipment-and also be
cause of improved business profits 
and internal cash flows. (Still, a 
further decline in interest rates, with a 
low prime, could trigger some busi
ness borrowing for purposes which 
had been relegated to the "optional" 
category.) Mo rtg a g e demand for 
single-family housing should contin
ue to expand, but demand for com

mercial and industrial mortgages 
may well remain near its present 
depressed level. The consumer, now 
strengthened by a rising trend of 
income and by last year's debt repay
ment, may continue the more active 
credit-market role evident in the 
closing months of 1975. Altogether, 
the consensus view would indicate a 
moderate level of loan demand in 
19 76, regionally and nationally, but 
with increasing momentum as the 
year progresses. 

The Western banking system is basi
cally healthy, having come out of a 
difficult period with renewed 
strength . Where weaknesses had 
developed, the regulatory authorities 
urged appropriate remedies and the 
banks responded. Today, We s te rn 
banks have rebuilt their liquidity, 
have instituted more cautious credit 
policies, and have corrected imbal
ances in their loan portfolios. Conse
quently, they are now in a position to 
finance a steadier and sounder 
growth in the regional economy. 
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Western Central Banking
 
The Federal Reserve Bank of San 
Francisco opened its seventh decade 
of operations in 197 5, a n d from its 
five locations-San Franc isco, Los 
Angeles, Portland, Sa lt La ke City and 
Seattle-continued to serve the finan
cial needs of the expa n d ing regional 
economy. But in recog nit io n o f the 
ever-growing size and comp lexity of 
the environment in w h ic h it operates, 
the Bank made a special effort d u ring 
1975 to attune itself to the fu ture 
needs of the banking system. This was 
accomplished th rou gh a major reo r
ganization of management. 

A thorough review u nde rt a ken la s t 
yea r revealed s eve ral d ra wbac ks in 
th e Bank' s fo rmer m anagement struc
ture. The o ld o rgan izatio n chart 
sh owed five hea d q u arters o fficers 
reportin g d irectly to the P resid ent, 
a n d n ine o th e r office rs (inclu d in g 
four at b ra n c h offices ) reporting 
directly to th e Fi r s t Vic e Presid ent. 
This unwieldy structure c rea ted the 
potential for s lip-ups in communica
tions and d e lays in decis io n -m a kin g . 
Now, w ith the restru cturing, all Bank 
o p e rations re p ort u pward thro u g h 
three m ajor adminis trative g roups. 
Top -management d ecisions th u s can 
b e imple mented s m ooth ly th ro u gh a 
five-man Ma n a g in g C o m m ittee, 
wh ic h consists of th e Presid e n t, the 
Fi r s t Vice Pres id e n t, and the Senio r 
Vice P reside n ts in cha rg e of th ose 
a dministrative groups. 

Another review instituted in the 
p rev io u s year-a diagnostic stud y of 
all internal Bank operations-led to 
the implementation of a major 
productivity-improvement prog ram 
in 1 975 . This program resulted in a 
basic overhaul of operations, aimed 
at improving cost effectiveness and 
developing more clearly defined jobs 
and improved working cond itions. 
The result was a significant streamlin
ing of staff, eve n after additions to 
some departments that needed 
strengthening in o rd er to perform effec
tively . By year-en d 1 9 75, th e total 
staff was 16.3 percent below the 
August 19 7 4 authorized staff level. 

The program wa s designed so that the 
Bank could handle sharp increases in 
workload without unacceptable cost 
increases . But management also sa w 
the need to reward adequately those 
staff members w h o w e re contributing 
to these productivity improvements. 
Hence it implemented a new job
evaluation program for all positions 

in the Bank, and meanwhile conduct
ed new salary studies to ensure that 
its salary structure would remain 
co m p e tit ive with that of progressive 
firm s elsewhere. 
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Expanding community
 
The community s e rv ed in 197 5 by the 
San Francisco Reserve Bank n u m 
bered 481 b anks w ith a lmost 6 ,500 
banking offices . Du rin g the yea r, 4 
new national banks, 2 3 state non
member b anks and 5 tru s t co m p a nies 
were organized in the Dis tr ic t. The 
number of Federal Res e rve m e m ber 
banks a nd the number of memb e r 
bank offices ea ch increased a b out 2 
percent, to 145 banks a n d 4 ,732 
offices . Nonmember b a n ks increased 
to 3 36 banks and 1,67 4 bankin g 
offices . Th e Re serve Bank staff com
pleted a n u mber of cost-of 
membership a n a ly ses in 1 9 7 5 , in an 
effort to show potential membe rs th e 
ben efi ts of System m embership . In 
addition, the Board of Governors 
liberalized its reserve-requirem e n t 
policy for n ew members, so that th e 
additional costs associated with 
maintaining larger reserves w o u ld be 
assumed gradually o ver tw o yea rs . 

In a rel ated area, th e n umb e r of 

b a n k h o ld in g companies supervised 
by th e San Francisco Rese rve Bank 
increased only slightly to 7 3 in 1 9 75 . 
Also , th e Bank's s taff in vestig a ted 96 
a pplica tio n s to in iti ate o r exp a n d 
h olding co m pany a ct iv iti e s- d own 
from 128 the previous year . This 
decli n e wa s helped along by the 
sl owdown in busin ess a ctiv ity, b u t the 
m a jo r fa cto r w a s th e Fed' s pos iti on 
that h o ld in g com panies should re
d irect th e ir re sources toward 
streng th e n in g existin g o p e ratio n s a s 
opposed to fu rther ex pan s io n into 
n ew a rea s of a ct iv ity . 

In th e in ternational fie ld , th e Re serve 
Ba n k sup ervis ed 23 Edge Act cor
porations last year. (Th ese corp o ra 
tio n s a re b a n k or ho lding-comp a n y 
su b sid ia rie s w h ic h e n g a g e in 
in ternatio n a l ban king a ctivitie s.) The 
Bank's s ta ff p ro cessed 3 6 a pplica 
tions involvin g n ew or ex p a n d ed 
o ve rseas operations b y Edge Act 
co rporatio n s a n d District mem b er 

banks. Th e Seattle office sponsored a 
sem in a r for the benefit o f internation
al banke rs in th e Pa ci fic No rthwest. In 
San F ra ncisco, tw o m a jo r se m inars 
were h e ld - a confe re n ce of foreig n 
exch a n g e s p ecialis ts , w it h a ke y no te 
a d d ress b y Professor Ro b e rt Ali b e r of 
the University of C h ica g o, a nd a 
confe rence o f economic forecasters 
fro m 14 Pa ci fic Ba sin countries, 
keynoted by the Unive rs ity of Penn
sylv a n ia ' s La w re n ce R. Klein . 

Serving consumers and banks 
The Bank organized a consumer supervisory and enforceme n t res p o n  uals to the p ro p e r g o vern men t a g e n
affairs unit d uring 19 7 5 to assist sibilities in consum er credit matters cy a uthorized to in vestiga te their 
co n sum e rs a n d b u sin esses in under relating to state -ch artered banks co m p la in ts. 
standing their ri g h ts a n d respon sibili which are members of the Federal 
tie s under Federal Re se rve Regula Reserve System. However, the unit A steep decl in e in Re serve Bank 
tions B (Eq ual C red it O p p ortu nity) also acts a s a cl earing h o u s e for c red it activi ty reflected th e im p ro ved 
and Z (Tru th in Lending ). The u nit has consumer inquiries, referring individ- cond ition of regional fin a n c ia l mar

ke ts . Member-b ank borrowin g fe ll to 
a $ 19-million d a ily a vera g e, just a 

Paper flood 01check s con tin ues to rise Millio n s of Piece s fraction of the 19 74 leve l, a n d only 38 
at San Fran cisco Reserve Bank 120 0 - - - - - - - - - - - - - member banks - d own fro m 61 in 

1974-obtained a cco m m od a tio n at 
th e discount window. Th e s a m e s it u a 
tion prevailed in use o f th e seasonal

1000------- -- c red it accomm od atio n , as o n ly 3 
member banks utilized this type of 
credit in 19 7 5 as compared with 11

Bill io n s of Dollars 
during the pre vio u s year.

400 --- - - - - - - - - - - - 8 0 0 

In check processing, the Ba n k' s staff 
handled o ver on e b ill io n pape r 

300 ---- - - - - - - - 6 00 checks fo r th e secon d s tra ig h t year. 
Dolla r vo lume o f these 1 ,150 m illion 
che c ks expa n ded 2 5 percent to $ 3 2 6 
b ill io n . (Th e workload was very heavy 

200 4 0 0 at th e tim e of the ta x reb a te, w h ich by 
itse lf g enerated about one-sixth as 
much vo lu m e a s the Go ve r n m e n t' s 
e ntire a nnu a l check vo lu m e .) AlmostI I I 10 0 2 0 0 all of th ese c h ecks flowed thro ugh the 
Ba n k's netwo rk of check-processing 
centers, w h ich m a ke p os s ib le one-dayI I I ch eck clearing as w e ll a s lo w er c h ec k

'7 1 '72 '73 '74 '7 5 '71 '72 h a ndlin g costs fo r commercial ban ks . 
o o 

' 7 3 ' 74 '75 
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Shifting towards electronics
 
Th e vast check-processing task was 
eased, at least to some extent, by the 
growing acceptance of electronic 
tr ansfers of Fed e ra l Go ve r n m e n t pay
ments . Throughout the year, m any 
Air Force personnel had their pay
checks handled electronically 
through the Bank's San Francisco 
and Los A n g e les offices. Th is 
system-offered on a voluntary b a s is 
to all personnel-automatically de
p osits Air Force paychecks at the 
C a lifo rnia Re serve Bank offices by th e 
use of magnetic tapes. Then each 
payee's checking or savings account 
at a designated depos itory institution 
is simply increased by the amount of 
the paycheck. Among the benefits of 
the system are speed, safety and 
lower costs, through the elimination 
of check clearing and processing for 

individual checks. Late in the year, 
the Bank made plans to inaugurate a 
similar payments system, w h ic h will 
handle social-security payments for 
beneficiaries who elect to have their 
benefits deposited directly in finan
cial institutions. 

The Bank meanwhile increased its 
participation in automated
clearinghouse activities . The Fed first 
entered th is field several years ago by 
inaugu rating fa ci li ti e s for ACH proc
essing centers in Los Angeles and 
San Francisco, which n ow process 
more than 50,000 items electronical
ly each month . The Bank later institut
ed a daily exchange of items between 
those two centers, enabling payroll 
and bill payments originating in one 
area to be processed and settled in the 

Handling coin and currency
 
Even with the increased usage of 
checks and electronic transfers, the 
provision of coin and currency for the 
regional economy remained a major 
responsibility of the San Francisco 
Reserve Bank. Actually, the amount of 
coin received and counted by the 
Bank's five offices declined about 17 
percent to 1.47 billion pieces, while 
the amount of currency received and 
counted dropped about 24 percent to 
732 million pieces-at least in part 
because of the productivity improve
ments instituted during the year. Fo r 
example, direct exchange of bagged 
coin between ce n tra l c a s h vaults of 

member banks caused a one-third 
reduction in the amoun t of co in 
handled by the Los A n g e les offi ce. 

The cash operation made news with 
the distribution of several new bicen
tennial coins-quarters, h alf-d ollars 
and dollars-in honor of the natio n 's 
200th birthday. Also noted was the 
end of the famous penny shortage. 
That lowly coin h ad all but disap
peared from circulation during a 
speculative run-up in copper prices 
in 1974, and it did not come out of 
hiding until the recession brought on 
an oversupply situation and a sharp 

other, and it is continuing efforts to 
increase processing capabilities at 
each branch within the District. 

The Rese rve Ba n k also continued to 
participate in a computerized com
munications switch, which makes it 
possible to transfer funds almost 
instantaneously from one commercial 
bank to another anywhere in the 
country. This Fed e ra l Rese rve service 
allows member banks to earn interest 
on otherwise idle excess reserves, and 
it is especially useful to bank c u s to m 
ers who find it necessary to transfer 
funds immediately. District member 
banks bought and sold almost $ 4 .6 
trillion using this network in 1975, a 
5-percent increase over 1974. 

price decline in the copper market. As 
the crisis eased, the Bank held an 
awards ceremony honoring those 
bankers, educators and school chil
dren who had helped a ll evia te the 
shortage by bringing coins back into 
circ u la tio n. Mrs . Mary Bro oks, Direc 
tor of the U .S. Mi n t, made the presen
tations at this special ceremony. 

Productivity improvements, plus 
recession, lead to reduced volume 

Mill ions of Pieces COIN 
2000 ------------

1500 

I I I 1000 

I I I I500 

I I IIo 
'71 '72 '73 '74 '75 

Millions of Pieces CURRENCY 
1000------------

800 

I I I 600 

I I I I400 I I I I200 I I IIo 
'71 '72 '73 ' 7 4 '75 
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Changing fiscal picture
 
In its role as fisca l agent fo r the U.S. 
Government, the Fed had a som ew ha t 
easier time th an it d id in th e 1974 
period of record-hig h interest rates . 
As rates on Trea s u ry b ill s trended 
downward , small saver s shifted out of 
the bill market a n d p ut more of the ir 
funds into sa vings a ccoun ts and 
savings b onds . (A t th e Ba nk's San 
Francisco offi ce , p articipation by 
ind ivi d u a l in vesto rs in the Tr easury
bill m a rket dropped by half, to about 
2 1,000 in 19 7 5 .) Altog et h e r, th e 
number of marketa b le securities is
sued, exchanged a nd redeemed 
dropped 2 0 percent at the Bank's five 
offices, a lth ough the dollar volume 
continued to expand to $ 394 billion 
as a reflection of the Treasury's hea vy 
demands on the cred it m a rke ts . 
Again, a s market ra tes decl in ed, the 
6-percent rate on U .S. savings bonds 
became increasingly attractive to 

investo rs, a n d sales m a d e th roug h the 
Reserve Bank rose 8 percent to $666 
mill ion. 

The food-sta m p p rog ram, which 
co vers abo ut 2 m ill ion people in th is 
Di str ict alone, contin ued to m a ke 
heavy d emands on Rese rve Bank 
p rocessing fa cilities . Th e number of 
coupons processed declined 7 per
cent to 351 mill ion, a s the Agriculture 
Department substituted larger de
nominations for the old 5 0- cen t and 
$2 cou pons, but for a ti m e, a hea vy 
workloa d resu lted when both the o ld 
a n d new-s tyle co upons circu lated 
si d e b y side. Th e dollar volu me of 
co u pons handled m ean while ju m ped 
30 pe rcen t to $ 1. 1 b ill ion, la rg e ly 
reflecting the impact of inflation on 
avera g e benefit cos ts a n d the impact 
of recess ion on program eligib ility . 

Alto g eth er, the Ba n k met its 1975 
object ive of ha ndling sharp inc rea ses 
in workloa d s without unacceptable 
cost inc rea ses. O n a Syste m -wid e 
level, new efficiencies were a ch ieved 
in severa l differen t ways, such as a 
ce n tr alize d p rocu remen t p rogra m 
covering all of the Rese rve Banks 
th ro ug hou t the na tion. In this Dis tri ct, 
a number of a dvances were m a d e- in 
coin, currency, chec k process in g a nd 
other areas-through an intense effort 
to increase product ivity . Th is e ffort 
wa s a ccom plished th rou g h the con 
sta n t search for effici encies by a c
countants, programmers, g u a rd s and 
economists; pl a n ne rs, cle rks, ty p ists 
and personnel exper ts; aud itors, sec
retaries, b u ild in g staff and many 
oth er ty pes of workers. 

Summary of operations
 
Number (thou sa nd s ) 

1975 1974 

1,471,18 1 1,807,485 
73 1,86 0 963,243 

9 8 1,827 933,170 
1 5 1,7 3 6 139,442 

12,4 3 6 10,055 
236 649 

229t 1,720t 
NA NA 
38t 61t 

12,629 12,197 
5 28 511 

13,871 14,326 

148 237 
2 9 0 331 
267 316 

385,93 1 383,261 
6 ,887 6 ,754 

350,518 375,472 

1,695 1,409 

COIN AND C URRENC Y 
Coin received and counted 
Currency received and counted 

COLLECTIONS 
Check Collections 
Commercial bank checks 
Government checks' 
Return items 

Noncash Collections 

DISCOUN TS AND ADVA N CES 
Total d iscounts a n d a d vances 
Da ily avera g e borrowi n g s 
Number banks accomm odated 

FISCAL AGENCY 
Savings Bonds & Savings Notes 
Issuance 
Servi cing 
Retirements 

Other Treasury Is sues 
Issuance 
Servicing 
Redemptions 

Other Fiscal 
Currency verified and d estr oyed 
Federal tax deposits processed 
Food stamps received and processed 

TRANSFER OF FUN DS 
Wire transfers 

Va lu e (millions) 

1975 1974 

2 21 243 
10,075 10,145 

2 59,1 0 4 201,829 
63, 2 77 55,317 

3, 2 5 8 2,286 
4 ,886 6,352 

4 ,2 9 3 42,482 
19 204 

NA NA 

666 615 
100 94 
785 772 

24 ,972 13,765 
346 ,839 320,983 

16,9 4 8 11,096 

2, 2 9 1 2 ,148 
33,51 0 30,932 

1,051 808 

4 ,5 5 6 ,656 4,351,729 

• including postal money orders 
t actual number 
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Directors and Officers
 
Th e Federal Re serve carrie s o u t its 
central-ban king fu nctions through a 
n a tionwide n etw o rk of 12 Federal 
Res e rve Ba nks a n d their 2 5 branches, 
u n der the coord inatio n of the Board of 
Gove r n o rs in Wa s h in gto n , D .C. The 
Tw e lfth Dis trict, w ith Sa n Fran c is co 
as it s h eadq u a rte rs, serv es the b ank 
ing co m m u nitie s of C a liforn ia, O re 
gon, Wa s h in g to n , Ida h o , Neva d a , 
Utah, Ala s ka , Ha w a ii and m o st of 
Arizona. 

Each of the 12 Federal Res e rve Banks 
is a corporation organized and o p er 
ated for public service. Its sharehold
ers are the member banks located 
within the Re serve Bank district, but 
their voting privileg es a re lim ited to 
the election of six of the Reserve 

Ba nk' s n in e d ir ectors. Th ese direct ors, 
w ho serve stagg e red th ree-yea r 
terms, are d ivid ed into three cl a s ses 
of three direct o rs ea c h , and may b e 
regarded as representing le nders, 
borrowers, and th e general p ub lic . 
C la ss A directors are n ea rl y a lw a ys 
membe r-b ank officers or directors. 
C la ss B directo rs a re a ctive ly en
gaged in this District in com merce, 
agric u lture, o r some other ind u st r ial 
pursuit. Th ey m ay n o t b e d irect ors, 
officers, o r employees of a ny ban k. 
C la ss C directo rs represent the gener
al public, and frequently include 
p rofess io nal p eople s u ch as educa 
tors and lawyers. They may not be 
directors, officers, employees or 
stockholders of any bank. 

C la s s A and B direct o rs are elected by 
the member banks, while Cla s s C 
directors are appointed by the Board 
of Go ve rn o rs of the Federal Rese rve 
System. One of the C la s s C directors 
is appointed by the Boa rd of Gove r 
nors as Chairman of the bank's 
board, and another is designated as 
Deputy C h a irm a n . The Board of 
Directors brings management ex
pertise to th e task of overseeing 
Re se rve Bank operations, and it also 
p ro vi des first-hand information o n 
key develo p m e n ts in various geogra
phic regions and industrial sectors, 
complementing the Bank's internal 
researc h eff o rts . In add ition, it g ives 
advice o n the general th rust of m one 
tary p o licy, especially with regard to 
th e Ba n k's disco u n t ra te. The Board 
specific a lly has respo n si bili ty for 
initia tin g c h a n g es in the d iscount 
rate, su b ject to review b y the Boa rd of 
Gove rnors. 

Each of the Reserve Bank's b ranch es 
outsid e San Fra ncisco also has a 
Board of Directors . Th e Los Ang el es 
Bra nch h a s a seven-member board , 
four appointed by the San Francisco 
Reserve Bank's Board of Direct o rs 
and three b y the Federal Reserve 
Boa rd of Gove r n o rs. Ea c h of the other 
Bra n c h offices- Portland, Salt Lake 
City, and Seattle-has a five-mem b e r 
b oa rd , three appointed by the Sa n 
Francisco Bank's board and two by 
the Board of Governors. 

Changes in Boards of Directors 
Changes occur each year in the 
composition of the various boards 
b ecause of the public n ature of the 
directorships and th e d e m a n d s u p o n 
th e time of those who serve. Th e 
foll owing changes w e re announced 
as of Ma rc h 1, 197 6 : 

Boa rd of Direct o rs, Fed e ra l Res e rve 
Bank of San Francisco 

Elected by M ember Ban k s in th e
 
Twelfth Distri c t:
 

Class A Director-
Ro n a ld S. Hanson, President and 
C h ief Exec u tive Off ic e r, F irst Na tio n 
a l Ba n k of Logan, Log a n , Uta h , 
elected to a three-year term that will 
expire at year-end 1978. 

Clas s B Director-
Ma lco lm T. St a m p er, Presid ent, The 
Boeing C o m p a n y, Seattle, Wa s h in g 
ton, e lected to a three -y ear term tha t 
will e xpire a t year-e n d 19 7 8 . 

Appointed by th e Board of Govern ors, 
Federal Reserve Sys tem : 

Class C Direetors-
Cornell C . M a ie r, Presid e n t and Chie f 
Executive Officer, Kaiser Aluminum 
and C h e m ical C o r p ora tio n , 
Oakla nd, C a lifo rnia, app o in ted to a 
term exp irin g at y ea r -e n d 1977 . 

O. Me redith Wi lson, Tr u stee , C e n te r 
fo r Advan ced St u dy in the Be h avio ra l 
Sciences, Stanford , C a lifo r n ia , rea p 
pointed Cha irm an of th e Board fo r 
19 7 6. 
Josep h F. Ali b ra n d i, P res id e n t and 
C hief Exec utive Off ic e r, Wh itta ke r 
C orpo ra tio n , Los An g e le s, C a li fo rnia , 
reappo in ted to a three-year term 
exp iring at year-en d 197 8 a n d rede 
signated De p u ty C h a irm a n for 19 7 6 . 

Member of Federal A d visory Council
1976 
Gi lb e rt F . Bra dle y, President a n d 
Chie f Execu tiv e O ffice r, Va ll ey Na
tio n a l Ba n k of Arizona , Ph oe n ix, 
Arizo n a , appointed b y th e Sa n Fran
cisco Board of Di rect ors. 

Boards of Direct o rs, Bra n ch O ffices 

Los Angeles Branch : 

Appointed by San Fra n cisco Board of 
Directors: 
W. Gordo n Fergu son, P res id e n t,
 
Na tio n a l Ba n k of Wh itt ie r, Wh itt ie r,
 
C a lifo rnia , rea p p o in ted to a th ree

ye a r term expir ing yea r -e n d 197 8.
 

Appoin ted b y Board o f Govern ors, 
Federa l Reserve S ystem : 

Harvey A. Pro ct o r, C hairman of th e 
Board, Southern California Gas 
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Company, Los Angeles, California, 
reapp oin te d to a three-year term 
expiring year-en d 1978. 

Portla n d Bra n ch : 

Appointed by San Fra n cisc o Board of 
Directors: 

Kenneth Smith , Gene ra l Mana g e r, 
The Confederated Trib e s of Warm 
Springs, Warm Spring s, Oregon, 
appointed to a two-y ea r term expiring 
at year-end 1978. 

Appointed by Bo ard o f Governors, 
Federal Reserve S ys tem : 

Loran 1. Stewart, P res ident,
 
Bohemia Inc., Eugene, Oreg on , reap

pointed to a two-y ea r term ex p iring
 
year-end 1977.
 

Salt Lake City Bra n ch : 

Appointed by San Fra n ci sco Board of 
Directors: 

Mary S. Jensen, C h a irm an of the Board,
 
Idaho Sta te Ba nk, Gl e n n s Fe rry,
 
Idaho, a p p o in te d to fill a n u nexpired
 
term ending yea r-en d 1975, then
 
reappointed to a two-year te rm
 
expirin g a t yea r-e n d 197 7.
 

Appointed by Board of Govern ors, 
Federal Reserve Sys tem : 

Theodore C . Jacobsen, Partner, Ia cob 
sen Con stru ctio n C om pan y, Salt La ke 
City, Utah, reappointed to a two-year 
term expiring a t year-en d 1977. 

Seattle Branch : 

Appointed by San Fran cisco Board of 
Directors: 

Rufus C. Smith, Cha irman of the 
Board, The First National Bank of 
Enumclaw, En u m cl aw, Wa s h in gton, 
appointed to a two -year term exp iring 
year-end 1977. 

Appointed b y Board of Governors, 
Federal Reserve System: 

Thomas Hira i, Grower, Pa cke r, Ship 
per of Po ta to es, Quin cy, Wa shington , 
reappointed to a two-year term expir 
ing year-end 19 7 7 . 

Lloyd E. C oo ney, Pres ident and Gen 
eral Ma n a g e r, KIRO-Ra d io a n d 
Television, Seattle, Washington, ap
pointed to fill a n u nexpired term 
ending year-end 197 6 . 

Douglas S . Ga m b le, P res iden t a n d 
Chief Ex ecutive Off ic er, Pa ci fic 
Gamble Robinson Co. , S eattle, 
Washington, appointed to u n expired 
term ending year-end 1 9 7 6 . 

Changes in Official Staff 
Managin g Com mittee 
John J. Carson, Sen io r Vice Presi dent 
C orporate St aff 

Gerald R. Kelly, Senior Vice 
President-Branch Operations 

Ke n t O . Sims, Senior Vice President 
District Departm en ts 

Bran ch Officers in Ch arge 
Angelo S . C a rella , Vice President 
Po rtland 
James J. Curran, Vic e President
Seattle 

Wesley G . DeVries, Senior Vice 
President-San Francisco 

Richard C. Dunn, Senior Vice 
Pres ident-Los Angeles 

Other S enior Officers 
Ha rry W. Green, Direct o r o f Ba nk 
Holding Companies 

Ric hard T. Griffith , Vice President
Computer In fo . Sy stems 

Henry B. Jamison, Vice President
Su pervi s ion, Reg u la tion & Credit 

Warren H. Hutchins, Vice President 
Analysis & C ontro l-Sa n Franci sco 

Michael W. Ke ra n , Vice Presid ent 

Research & Public In fo rm ation
 
Hector M. Martin, Director of 
C om p u te r Operations 

Donald V. Ma st en, Senior Vice 
Presiden t-Sec reta ry' s Office 

Eugene A. Thomas, Director of Ba nk 
Examinations 
Wilhe lmine von Turk, Vice President 
St a tis tic a l & Da ta Services 

Claude Woessner, Vice President 
O perations-Sa n Franci sco 

Walte r G . Woodbury, Vice Presid en t 
Pe rsonne l 

Junior Officers 
Elwood E. Bernstein, Assistant Vice 
Presid e n t-System C oord in a tion 

Merle E. Borch e rt, Examining Office r 
Los Angeles 

Marcia E. Bro d e rick, C heck O ffice r 
Los Angeles 

M. Timothy Carr, O peration s O fficer 
Portland 

Oscar P . Cell i, C red it & Consumer
 
Affairs Officer
 

Hang-Sheng Cheng, Assistant Vice 
President & Economist 

John R. Cola, Assistant Vice 
Presid e nt-A naly si s & Control-Los An 
geles 

Bren t M. Duxb u ry, C a sh O fficer-Los 
An g e les 

George P. Ga llowa y, Ass istant Vice 
President-Administrative Se rvices 
Sa n Fra n c isco 

Willia m K. Ginter, Ass is ta n t Vice 
President-Facilit ies Pla n n in g 

Pau l A. Graven, Pe rson n e l Off ice r 
Los An g e les 

Pa tsy Haynes, Fiscal Officer-Los 
Ange les 

Verle B. Johnston, Research Officer
Sec re tary' s Office 

Dougla s O. Kn u d sen , Cash Officer
San Francisco 

Mich a el J. Murra y, Personnel O fficer
Sa n Fra n ci sco 

H. W. Penning ton , Assistant Vice 
Presiden t-Portla nd 

Kenneth 1. Pete rson ,Ass is ta n t Vice 
Presid ent-Los Angeles 

Richard 1. Rasmusse n, 
Admini stra tive Services Officer
Los Angeles 

Rodney E. Reid, Ex a m in in g O ffice r 

Roy A. Rem ed ios, Assis tant Vice 
Presiden t-Fiscal-San Fra n ci sco 

Wayn e 1. Rickard s, Examining O ffi 
cer 

W. Gordon Smith, Assistant General 
Counse l 

A . Rich a rd Tid well, Analysis & 
Con tro l O ffice r -Sea ttle 

Willi a m S. Thurlow, Assis ta n t Vice 
Presid en t-Co rp ora te Pla n n ing 

G. Ross Va roz, Exa m in in g O fficer -Sa lt 
Lake C ity 

J. W. Williams, Ir., Operation s Office r 
Sa lt La ke C ity 

Other Officers 
James Leyman, Ge n e ra l A u d ito r 

Beverly J. Adams, Assis ta n t General 
Au dito r 

Jane W. Langhorne, O m b u d sm a n 

Retirements 
Willia m Brown, Vice Pres id e n t 
Portla nd 

Pa ul C a va n, Senior Vice President
Seattle 

Martin S. Depp e r, Ass is ta n t Vice 
President & Chief Examine r of Trus ts 

Hal Erne, Assistant Vice Presi d e n t 
Bank & Pub lic Servic es -Los A n g e les 

Robert C . Johnsen, Assi s tant Vice 
President 

Richard G. Lambert, Ass is tant Vice 
Pres iden t-Da ta Proce ss ing & 
C ompu te r O p eration s 
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Comparative Statement of Condition
 
(thousands of dollars) De cem ber 31, 19 7 5 December 31, 1974 
A sse ts 

Gold certificate accou nt . . . . . . . . . . . . . . . 
Special Drawing Rig h ts certifica te a cco u n t ..... 
Fed era l Reserve notes of other Federal Reserve banks 
Other cash . 

$ 1,3 2 7 ,3 16 
59,000 
81 ,138 
14,20 2 

1,500,750 
49,000 

279,344 
35,556 

Loans to Member Banks: 
Secured by United States Go vernment a nd Ag ency oblig a tions 
Other eligible paper . . . . 
Other paper . . . . . . . . 

0 
600 

0 

0 
21,950 
29,595 

Federal Agency obligations 851,421 684,392 

United States Government securit ies: 
Bills . 
Notes . 
Bonds . 
Total United States Government sec urities 
Total loans and securities . . . . . 

5 ,2 17 ,1 60 
6, 168,0 29 

774 ,2 34 
$ 12 ,159,423 
$ 13 ,011,444 

5 ,351,037 
5,823,307 

477,894 
$11,652,238 
$12,388,175 

Cash items in process of collection 
Bank premises 
Operating equipment . . . . . . . 

293,237 
1,1 27 
2,047 

, I 
987,173 

7,540 
0 

Other assets: 
Denominated in foreign currencies 
All other 
Total assets . . . . . . . . . . . . 

9, 97 5 
2 13 ,70 8 

$15,042,557 

220 
232,930 

$15,480,687 

Liabilities 
Federal Reserve notes $9,81 5,820 8,562,318 

Deposits: 
Mem b er bank-reserve accounts 
United States Treasurer-general a ccount 
Foreign . .. 
Other deposits 
Total deposits 

4, 09 7, 205 
474, 83 2 

3 2, 8 25 
4 6,995 

$4,651,857 

5,330,167 
357,810 

37,120 
94,237 

$ 5,819,334 

Deferred availability cash items 
Other liabilities 
Total liabilities . 

18 7, 8 53 
151,6 2 1 

$14 ,807 ,15 1 

j/ 694,680 
180,507 

$15,256,839 

Capital A cco un ts 
Capital paid in . 
Surplus . 
Total liabilities and capital accoun ts 
Contingent liability on a cce p ta nces p urch a sed for fo reign correspond en ts 

$ 117,703 
117,703 

15,04 2,557 

0 

$111,924 
111,924 

15,480,687 

$125,798 
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Fe d eral Rese rve Ba n k of Sa n Fr a ncisco 

Earnings and Expenses
 
(th o usan d s of dollars) 1975 1974 

Curren t e arnin gs 
Discounts a nd advances . . . .. $ 1,233 $ 16 ,107 
United Sta tes Governmen t secu rities 845,393 837,274 
Fo re ig n cu rren c ies 683 873 
All o the r . 82 Jc 
Tota l c urrent earnings $847,391 $854,255 

Cu rren t ex p en s es 
Tota l cu rren t ex pen ses . $ 56,175 52,418 
Less rei mbursement for certain fisca l agency and other expenses 4,690 4,788 
Ne t ex penses . $ 51,485 s 47,630 

Profit and loss 
C u rren t ne t ea rn ings $795, 9 0 6 $806,625 

Ad di tion s to cu rren t net earning s : 
Profit on sa les of Un ited Sta te s Govern m en t securities (net) 5,167 0 
Pro fits o n foreign ex cha n g e transactions 0 0 
All o the r 1,4 18 152 
Total addition s . .. . . $ 6, 585 152 

Ded u ct io ns from current net earnings: 
$ 30,225 s 4 ,347Loss on foreign exchange transactions (net) . . . . . . . 

0 5,794Lo ss on sales of United Sta tes Government secu rities (net) 
286 574All other . 

$ 3 0, 5 1 1 s 10,715Total deduction s . 
Net additions (+)/deductions( -) . $ 23,925 $ 10,562 
Ne t earnings before payments to Un ited Sta te s Trea su ry 771,981 796,063 
Div idends paid . . . . . . . . . . . . . . . . . . . . 6 ,93 4 6 ,645 
Pa y me n ts to United States Treasury (in terest on Federal Rese rve notes) $759,2 6 8 $785,801 

Transferred to surplus $ 5 ,779 $ 3,616 
Su rp lu s Decem ber 31 111,924 108,307 
Surplus Ja n ua ry 1 . . $ 117 ,7 0 3 $111,924 
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Fed era l Rese rve Ba n k of San Fra n cisco 

Produced by Unipla n 
O ne Em ba rcadero C enter, S a n Fra nci sc o 
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Directors 
O n e D ir ec to r' s SeGI V., CGn l W. Gord o n Fe rg uso n	 Lin u s E. So ut h wic k Ha rvey A. P roc to r Arm a n d o M. Rod rig uez Ra y b u rn S . Dez e m b er 

P resident Pres id e n t Ch ...: : m e n of the Board P resident C h"'H~an o f the Board 
Na tio na l Ba nk 01 Wh ith e r Va lle y Na ue ne ! Rao k Southern Ce hlo rru ...G...s Co mpany Eu t Los Anq eles Collece a nd Preside-nt 

Wh llfUH, C a lilorn ld G :endale. Ca li l o:m~ Los Anqe les. c...ldornld Lo. An9 _1_ . C4ltlornla A~e flc...n Ne nc ne t Ba :,. ~ 
Ba ie:e:sheld. C a ld o r m ,. 

1. R. Va ug ha n 
c.::C:ll'mon of the Board 

P resident 

~ ~A:"~;;I~~ C:l:~ ;~~a 

Ja mes M . Da vis 
V i ce Prelliiden t 

O p e rallona 

Ke n neth L. Pe ter son 
Ass l Vic e Pt ••
 

C h eck s
 

Ric hard C . Du n n 
Senior Vir: " Pres id ent
 

Los AnQele .
 

Los Angeles 
Ma rci a E. Brod e rick 

C heck O tt .cer 

Directors 
Roy W. S im m o n s 

Pt es rd e n t
 
Zion s Fi rs t Nation e l Ba nk
 

Se lt lA ke Cit y , Ute h
 

'-------, 
'- 1, 

Pa ts y L. Ha y nes 
Flsc" l Ollieet 

Bre n t M. Dux b ury
 
CGsh Otncee
 

Theo d o re C . Ja cobse n 
Pa r t ne r 

Ja cobsen C o nstr uctio n Co m pa ny 
Sa lt Lak e C ity, Uta h 

Sa m H. Ben n io n 
Ch airm an of th e BOOfd 

Pr elHd e nl
 
v. i o.tC ompen v. Inc
 

Id a ho Fo ils. Id a ho
 

A . Gr ant Holm a n 
V IC~ Pr~'ld .n t 
Selt Leke C ity 

Joh n R. C ol a 
Ass t Vic e Pr e s
 

A n a lYSls·C o n tro l
 

Pa ul A . G ra ven 
Bank 6: Pu bhc
 

Ser vIc e-. Of hcer
 

Htche rd L. Ra s m u sse n 
A d ml:':, ~r Vlces Ottrcer 

Ma ry S. Jen se n 
Ch oHmo l\
 

Id a ho SIe te Ban k
 
Gle n ns Fe rry, lde hc
 

Da vid P. Gard ne r 
Pr e siden t
 

Uruv e rs rtv 0 1 Uld h
 
Sdl! I...1ie: e City . Ut d h
 

Don a ld W. Sheets 
A. , t Vice P ee s .
 

A d m in . Servlces
 

H. Pe te r F ra n ze l 
A lit Vice Pre .
 

A n.... ly .I • .Contro l
 

Salt Lake City 
1.W. Will iams Jr. 

Oper ...uc ns Ofhc er 
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Directors 
Harry S Goodfe llow Thom as Hira i Lloyd E. C oon ey Doug la s S. Ga m ble 
ChdlI ~",n cl Ib- Boa rd end G rowE'r, P""c kec C ha srm a n 01 the Boo rd Pr es id e nt <!lind Chl.l Eeecutrve Olheer 

C h Ie f Executive Olbelt' ShlP=,er 01 Pot",l~s P resr d e n t and Gener sl M4 n ...qe r P" C1h e GAm ble Ro b inso n C o 
Old Na h o n a l 8dnk 01 ........'hmqlon Q ULn cy , ."".dshlnqlon KIRQ · RadiO & TeleVISIon Sea ttle. W.,s h ln Q" to n 

S pcke n e . •"'.4shlnQton Seattle, ''''a8hlm~lon 

Rufus C . Smith 
C b e u ma n o f th e Boa rd 
Th. Fi rs t Na tio na l Ba n k 

of En u mclAW 
En u mcl aw . 'h·ashlngfon 

Ja mes 1. C u rr a n 
V i ce Pr esLden t 

Se-attle 

Pa rke r R. Smith 
An' vi ce Pres
 
Ad m u~ Servic e s
 

E Rona ld Lig g ett 
An t Vice P res 

Oper e t rc ne 

A. Richard Tid well 
Analys l, "'nd
 

Cont rol Ol hee :
 

Seattle 

Lora n L. Stewa rt 
Ch a. rmo n of the Boor d 

Pr",:ud e nl
 
Bo herm e In c
 

EUQE!'I'l,e.O reqon 

Joh n R. Howar d 
Pr es id ent
 

Lewis e nd C lark Collec e
 
Por t l<tnd.OleQon
 

Directors 
Ken n e th Smith F ra n k L. S e rvos s Ja m es H. S ta na rd 

G en QT<3 1 M .'l n " Q~r Pr es id en t Execuuve Vic e Pre sid e n t 
Tht' C o nteder ated Trrb e a o f Wo.r m S plln(;ll; Cr ater N...none l B<lnk Fas! Nenonal Bunk 01 McMll1nVllle 

we rm S p rm Qs , Or eg o n Med fo rd ,Oreq on Mc Mm n vllle . O req o n 

Ang elo S . C a re lla 
VIce Pre SIdent 

Po rtla n d 

Maynard C . Petersen 
Alit VIce Pre s
 
Ad m in Ser Vice "
 

H . Will iam Pe n n ing to n 
Au t Vice P res
 

A n", lys ls·Co n tro l
 

M. Timothy C a rr 
O~raho n l Olbee r 

Portland 
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Directors 
Ro na ld S . Ha nson 

Pres id e nt &.C h ie f Exec u tiv e Off ic e r
 
FUl l Nauon e l 84 nl: of I.o9an
 

Loqe n. Ut",h
 

He nr y B J amison 
VIc e President 

Super , R(OQ , & Cred i t 

Robert C. D ie tz 
Vic e P residen t
 

Be n k &: P u b lic Ser v ice s
 

Eug e ne A . Tho mas 
Director
 

Ba nk Exe mmenons
 

Harry W. G ree n 
Director BHC 

ReQu l"'llo n 

O sc a r P. C ell i 
Cr edu &- C o n s u m er
 

AH"'HS Of ficer
 

Merle E. Bo rc h e r t 
Exem m m q Olucer
 
C c m mercrel-L A
 

Rod ney E. Re id 
Exa rmmnc Ofhce r
 
Interna tion al·SF
 

G . Ross Va roz 
E Xd m ln l n Q Of hc er 
Cornm erciel.S L C 

Roy A. Karlsson 
EX" m lnl no:. Ofh ce r 

.... 
Wa y n e L. Ric ka rds 

EX a ml nL n/;1 Officer
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A. W. C la use n C a rl E. Sc hroed er C o rnell C . Ma ie r O. Mered ith Wilso n 
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S te n fo rd . CaldormoSa n Fr a nc Isco . Cahfornla 

Joh n 1. Ba lles 
Pres id e n t 

John B. Will ia ms 
F U l l V ICfl Pre siden t 

Ke nt O . Sims 
Se m or V ice Pr ee tden t
 
Dla lne1 D ep ar tmen ts
 

Ge ra ld R. Kelly 
Se n lOr Vlc e Pre"dll'nl 

Br<'ln c h O peration. 

Wilhelm ine von Tu rk 
Vice Pres ide n t 

5 ' <'1 11111<; 4 1 & Dat4 Ser v 

Mic ha el W. Kera n 
V i ce Pr eard en t 

Re••orc h &:Pub Inlo 

Lou is E. Reilly 
Vice Pu t.,d en! 

&:General C ou nsel 

William M. Bur ke 
Duector 01
 

Pu blic lnlorma lion
 

Ha ng -She ng C he ng 
AU I Vice Pres 

&:Ec o n o m i st 

Jo se p h R. Bis ig n a n o
 
Asst Vice Pre s
 

OrEcon om ISt 

William L. C oo per 
ASl OC G e n
 

C o u nse l
 

Robert A. Joh ns ton 
Au ' Vice Pre ' 

&:Eco nomist 

He rbe rt R. Ru nyon 
Re ee er c b O lh e e r 

Ern est C . O lso n 
Pu hllc In' o. Othcer 

Offices: 
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Los Angeles 
Po rt!e nd 
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President 
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Go rd o n Hammond 
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Hector M. Martin 
Director 
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Kenneth A. Grant
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Federal Ad vu ory CO :.JnCI ! 
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Do nald V. Ma s te n 
Se m Or V ice Pr fll id e n l
 

S ec ret erva O ihc e
 

Walter G . Wo od b u ry 
V ic e Preetdent
 

Personnel
 

Jan e W. La ng ho rne 
Om b ud sm an 

James F. Le ym a n 
Genere l A u d uo r 

Bev erly J. Ad a ms 
A SI II l o n l 

Generel Aud uc r 

Bruce H . Tho m pso n 
A ud i t Othcer 
Loa A n Qe ll!!S 

Will ia m S. Thu rlow 
As st. VIc e Pres 

C or po eete P140nm Q 

Ve rle B. Jo h ns to n 
Res ea rc h O fhc e r 
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